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Notes to the Financial Statements
BHE_ZTENF+_A=+—RHLFE

For the year ended 31st December, 2004

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability. Its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) and
The Singapore Exchange Securities Trading Limited. Its ultimate
holding company is Tian An China Investments Company
Limited (“Tian An"), a public company incorporated in Hong
Kong and which shares are listed on the Stock Exchange.

The Company is an investment holding company. The principal
activities of its principal subsidiaries, jointly controlled entity and
associate are set out in notes 33, 14 and 15 respectively.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") issued a number of new or revised
Hong Kong Accounting Standards and Hong Kong Financial
Reporting Standards (collectively referred as “new HKFRSs")
which are effective for accounting periods beginning on or after
1st January, 2005. The Group has not early adopted these new
HKFRSs in the financial statements for the year ended 31st
December, 2004.

The Group has commenced considering the potential impact of
these new HKFRSs but is not yet in a position to determine
whether these new HKFRSs would have a significant impact on
how its results of operations and financial position are prepared
and presented. These new HKFRSs may result in changes in the
future as to how the results and financial position are prepared
and presented.
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SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the
historical cost convention and in accordance with accounting
principles generally accepted in Hong Kong. The principal
accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to the
balance sheet date. The results of subsidiaries acquired or
disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to
the effective date of disposal/loss of effective control, as
appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the
cost of acquisition over the Group’s interest in the fair value of
the identifiable assets and liabilities of a subsidiary, associate or
jointly controlled entity at the date of acquisition.

Goodwill arising on acquisitions is capitalised and amortised on
a straight line basis over its useful economic life. Goodwill
arising on the acquisition of an associate or a jointly controlled
entity is included within the carrying amount of the interests in
associate or jointly controlled entity. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance
sheet.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2004

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Interests in jointly controlled entities

Joint venture arrangements which involve the establishment of
a separate entity in which each venturer has an interest are
referred to as jointly controlled entities.

The Group’s interests in jointly controlled entities are included in
the consolidated balance sheet at the Group’s share of the net
assets of the jointly controlled entities plus the premium paid/
less any discount on acquisition in so far as it has not already
been written off or amortised or released to income, less any
identified impairment loss. The Group's share of post-
acquisition results of its jointly controlled entities is included in
the consolidated income statement.

Interests in associates

The consolidated income statement includes the Group’s share
of the post-acquisition results of its associates for the year. In
the consolidated balance sheet, interests in associates are stated
at the Group’s share of the net assets of the associates plus the
premium paid less any discount on acquisition in so far as it has
not already been written off or amortised or released to income,
less any identified impairment loss.

Turnover

Turnover represents the net amounts received and receivable for
goods sold and for services provided, less returns and
allowances, during the year.

Revenue recognition

Sales of goods are recognised when goods are delivered and
title has passed.

Interest income on bank deposits and loan receivable is accrued
on a time basis by reference to the principal outstanding and at
the interest rate applicable.

Rental income, including rental invoiced in advance from assets
under operating leases, is recognised on a straight line basis
over the duration of the leases.

Club Debenture

Investment in club debenture, which are held for long term
purposes, are stated at cost less any identified impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less depreciation and accumulated
impairment losses. Construction in progress are stated at cost
less accumulated impairment losses.

Depreciation is provided to write off the cost of property, plant
and equipment over their estimated useful lives and after taking
into account their estimated residual values, using the straight
line method, at the following rates per annum:

Leasehold land and buildings Shorter of the relevant lease
term or 40 years

Leasehold improvements 45% - 10%
Plant and machinery 9% - 15%
Furniture, fixtures and equipment 15% — 20%
Motor vehicles 18% — 25%

Assets held under finance leases are depreciated over their
estimated useful lives on the same basis as owned assets or,
where shorter, the lease term.

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sale proceeds and
the carrying amount of the asset and is recognised in the
income statement.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount.
Impairment losses are recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is
recognised as income immediately.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2004

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

Leases are classified as finance leases when the terms of the
lease transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. Assets held
under finance leases are capitalised at their fair value at the date
of acquisition. The corresponding liability to the lessor, net of
interest charges, is included in the balance sheet as a finance
lease obligation. Finance costs, which represent the difference
between the total leasing commitments and the fair value of
the assets acquired, are charged to the income statement over
the period of the relevant lease so as to produce a constant
periodic rate of charge on the remaining balances of the
obligations for each accounting period.

All other leases are classified as operating leases and the annual
rental expenses are charged to the income statement on a
straight line basis over the relevant lease term.

Properties held for sale

Properties held for sale are stated at the lower of cost and net
realisable value.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been incurred
in bringing the inventories to their present location and
condition. Cost is computed on a weighted average basis. Net
realisable value represents the estimated selling price less all
estimated costs to completion and costs to be incurred in
marketing, selling and distribution.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income and expense
that are taxable or deductible in other years, and it further
excludes income statement items that are never taxable and
deductible.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
and interest in joint ventures, except where the Group is able to
control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset
realised. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt
with in equity.
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For the year ended 31st December, 2004

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets are added to the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in net profit or loss in
the period in which they are incurred.

Foreign currencies

Transactions in foreign currencies are initially recorded at the
rates of exchange prevailing on the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are re-translated at the rates prevailing on the
balance sheet date. Profits and losses arising on exchange are
included in net profit or loss for the period.

On consolidation, the assets and liabilities of the Group’s
overseas operations are translated at exchange rates prevailing
on the balance sheet date. Income and expense items are
translated at the average exchange rates for the period.
Exchange differences arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such translation
differences are recognised as income or as expenses in the
period in which the operation is disposed of.

Retirement benefit schemes

The retirement benefit costs charged in the income statement
represent the amount of contributions payable to the
mandatory provident fund scheme and state-managed
retirement benefit schemes.
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SEGMENT INFORMATION

For management purposes, the Group is currently organised into three
operating divisions - distribution and manufacturing of cement and clinker,
distribution and manufacturing of slag powder and distribution of ceramic
tiles, granite and marble products. The business of distribution and
manufacturing of slag powder was still at the pre-operating stage at 31st
December, 2004. The Group's operations are principally located in Hong
Kong and other areas in the People’s Republic of China (“Mainland China”
or the “PRC"). An analysis of the Group’s revenue and segment results by
business segments is as follows:

Sk | Business Segments
PHEE
PERHE EEA
KRR RERER =E
Distribution Distribution of
and  ceramic tiles,
manufacturing granite
of cement and marble
and clinker products  Consolidated
BB BB BT
HK$'000 HK$'000 HK$'000
“EEME 2004
AERA Segment revenue 358,493 19,351 377,844
PEEE Segment result 48,452 2,703 51,155
R Indirect overheads (8,244)
T Profit from operations 42,911
BE KA Finance costs (6,563)
BRELADR Profit before taxation 36,348
HIE Taxation (12,750)
Gk ikl Profit after taxation 23,598
PYRRER Minority interests (13,184)
FRRTFE Net profit for the year 10,414
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Business Segments (Continued)
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For the year ended 31st December, 2004

DA
AR BE EHA
KRR R R RERER RE
Distribution Distribution of
and  ceramic tiles,
manufacturing granite
of cement and marble
and clinker products  Consolidated
BT BT BETT
HK$'000 HK$'000 HK$'000
—TT=F 2003
DERA Segment revenue 344,120 38,759 382,879
GECES Segment result 99,302 8,631 107,933
REZHX Indirect overheads (5,246)
L&yl Profit from operations 102,687
BEKA Finance costs (7,006)
BRE AR R Profit before taxation 95,681
B Taxation (13,080)
Rt E R Profit after taxation 82,601
DEREES Minority interests (32,578)
FERMFE Net profit for the year 50,023
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4. DEER @

(a) BERER

SEGMENT INFORMATION (Continued)

(a) Balance Sheet

PEER
PERRE SERRE TtHA

*EREH BER RERER as
Distribution of
Distribution and Distributionand  ceramic tiles,
manufacturing manufacturing  granite and
of cement of slag marble
and dinker powder products Total
BETT BETT BETT BB
HK$'000 HK$'000 HK$°000 HK$000
“EEME 2004
BE ASSETS
PEEE Segment assets 699,277 12,048 22,533 733,858
HE Goodwill 83,618 - - 83,618
ol NG Unallocated corporate
BE assets 9,554
GRBEAE Consolidated total assets 827,030
8% LIABILITIES
PEEE Segment liabilities 64,804 2,367 2,641 69,812
APERRAR Unallocated
corporate liabilities 271,376
GeAENRE Consolidated total liabilities 347,188
“ET=F 2003
§E ASSETS
PEEE Segment assets 566,415 = 33,007 599,422
HES Goodwill 88,724 - - 88,724
LN Unallocated corporate
BE assets 10,028
GREERE Consolidated total assets 698,174
=4 LIABILITIES
PEARE Segment liabilities 60,242 = 4,796 65,038
KPR ARAE Unallocated
corporate liabilities 129,690
FAREEAE Consolidated total liabilities 194,728
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SEGMENT INFORMATION (Continued)

(b) Other Information

PEEH

PEREE  AHEREE THE
KERRS i b RERER it 8y

Distribution of

Distributionand Distributionand ~ ceramic tiles,
manufacturing manufacturing granite and

of cement of slag marble
and clinker powder products Others Total
BETR BETR BETR BETR BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik 2004
BENE  BER Additions to property,
B plant and equipment 179,539 9,990 - 255 189,784
FEREH Depreciation and
Amortisation 19,982 38 35 75 20,130
REBER Allowance for bad and
doubtful debts 11,422 - 455 - 11,877
—ZR-F 2003
EENE  BER Additions to property,
B plant and equipment 6,921 = 32 18 6,971
FEREH Depreciation and
Amortisation 19,428 - 30 208 19,666
REBER Allowance for bad and
doubtful debts 7,109 - - - 7,109
wESE Geographical Segments
BEEME RS The following is an analysis of the carrying amount of segment assets, and additions
DA BEEERT to property, plant and equipment, analysed by geographical area in which the assets
BLAREEME - are located.
B REE 2D
N
SHEEREE BBV REREE
Additions to
Carrying amount property, plant
of segment assets and equipment
it S k- “2B2MFE —FF=
2004 2003 2004 2003
BET T BT BET T BETT
HK$'000 HK$'000 HK$'000 HK$'000
o B KB Mainland China 816,961 680,574 189,529 6,953
B8 Hong Kong 10,069 17,600 255 18
827,030 698,174 189,784 6,971
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5. RERA

PROFIT FROM OPERATIONS

—EENEF —TT=F
2004 2003
BT T BET T
HK$'000 HK$'000
4 F Ty A HIBR Profit from operations has been
IATFIEB&TE: arrived at after charging:
BIKA Staff costs
EE2Me (Hite) Directors’ remuneration (note 6) 4,235 2,435
R F Contributions to retirement
FTEI R —HEMET benefit schemes — other staff 2,656 2,004
Hibh 8 TR A Other staff costs 19,981 18,684
26,872 23,123
ZHE & Auditors' remuneration
KEE Current year 1,004 854
WE - BEREE Depreciation of property, plant and
ZHE equipment
BEEE Owned assets 15,016 14,552
RERERNBRBECEE Assets held under finance leases 8 8
REBLERLMAER Rental payment for premises
mEZHEE under operating leases 992 809
REBEEHNFTERBE Rental payment for plant and
R fe machinery under operating leases 1,816 2,987
HERMEDE - BE Loss on disposal and write-off
R EE of property, plant and equipment 412 473
WEEFA : and after crediting:
FBUA Interest income 543 1,692
BREEER Refund of value-added tax 17,475 24,818
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EEREEME DIRECTORS’ AND EMPLOYEES’' EMOLUMENTS
EEROLERARFATLT The emoluments of the directors and the five highest paid individuals are
ZHEMELT summarised as follows:
) EE=ME (a) Directors’ emoluments
—EENE —ZTT=F
2004 2003
BT T BT T
HK$'000 HK$'000
EEHE Directors’ fees:
FEHMITES Non-executive directors 124 120
Him< - Other emoluments:
WITES Executive directors
HeREMETR Salaries and other benefits 2,132 2,006
RERBFTE 2L Performance related bonuses 1,924 254
RKEREE Contributions to retirement
HR benefit schemes 55 55
4111 2,315
4,235 2,435
EXmiBEESS The amounts disclosed above include directors’ fees of HK$115,000
BEEMNTEL (2003: HK$120,000) payable to independent non-executive directors.
ENTTEEE
T e B
115,000t (= &
T=F Ak
120,0007T) °
EEMe 8 ELw The directors’ emoluments are within the following bands:
T
—sEns —gE=5
2004 2003
EE¥H EZ8E
Number of Number of
directors directors
T ZEAH 1,000,000 7T Nil to HK$1,000,000 10 5
7B 1,500,001 TR HK$1,500,001 -
7 2,000,000 7T HK$2,000,000 - 1
753,000,001 TE HK$3,000,001 -
75 3,500,000 T HK$3,500,000 1 -

VEREEREM
F R HREE A7 B

N
& e

No director waived any emoluments during both years.
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6.

EENEESME @

(b)

BEME

A& EHAL
ERWEZAAR
AEE(ZTE=
FWEES)
EHRMEFBH
REX (@) » E&4
—EZE=mH AL
“EBE=F =
Z) 2B & (B
1,000,0007TA )
m

6

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continued)

(b)

Employees’ emoluments

The five highest paid individuals included two directors (2003: two
directors) of the Company, whose emoluments are included in (a)
above. The emoluments of the remaining three highest paid individuals
(2003: three), which were individually less than HK$1,000,000 were as
follows:

—EEmE —EE=F

2004 2003

BETT BT

HK$'000 HK$'000

e REHMER Salaries and other benefits 1,045 1,036

BRRBRFTE 2 L4 Performance related bonuses 163 21
RIKEF G E Contributions to

as retirement benefit schemes 48 51

1,256 1,108

REMER - K
KB & E
METZAH
RmoZALTR
B FREB
BEMAXREE
Z SRR

hval =\l
B -

During both years, no emoluments were paid by the Group to the five
highest paid individuals and directors as an inducement to join or upon
joining the Group or as compensation for loss of office.
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Notes to the Financial Statements (Continued)

HE-ZZNF+_A=+—HBIEFE
For the year ended 31st December, 2004

Bl & A 7. FINANCE COSTS
r&EE
THE GROUP
—EEmE —TE=F
2004 2003
BETT AT T
HK$'000 HK$'000
ATIEBZHME Interest on:
ERRFNEBHEEL Bank borrowings wholly repayable
RITIER within five years 6,982 7,002
BhE M A Finance leases obligations 3 4
BREERAR Total borrowing costs 6,985 7,006
B BREARZ G Less: amounts capitalised (422) =
6,563 7,006
RERNBRERACZEBE Borrowing costs capitalised during the year arose on the general borrowing
KA BE—REEHE pool and are calculated by applying an averaged capitalisation rate of 2.1%
EEX WEEEWREE (2003: Nil) to expenditure on qualifying assets.
ZRXERATHERE
KE21% (ZTE=
FoE)GAHE-
i 18 8. TAXATION
=f P11 —ze=4
2004 2003
BT T AT T
HK$'000 HK$'000
AEFEHIA Current tax
o B T 15 75 PRC income tax 11,293 10,626
BIERIR (ffaF 26) Deferred tax (Note 26) 1,457 2,454
AEEEGTIE Taxation attributable to the Group 12,750 13,080
HREBBLE 2 AR No provision for Hong Kong Profits Tax is made as the group companies

EZmEFEEARLEE
o] ERR B A - B AR
SLEBF ST ERE -

operating in Hong Kong do not have any assessable profit for both years.
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Notes to the Financial Statements (Continued)
HE-_TTNE+-_A=+—HIEE

For the year ended 31st December, 2004

58

—2ENEFH

EBBEXERDERA R

BIE (%)

FEIFTIS R DR R E
AREWB AR 2 Bx
8 RBEARINE
EZBBEEG - PE
ETHBARATHEE
KEEFFERETME
AR 2B P B AT S
o mMEE=-FRESR
50%H BIFTIS i o

—HRBRARIEESMN
Bk R E e B E
BOHENBRIEBEZE®H
AR B EMBHE
WREIPTTE L E ST 2K

ZNE R R K S
R B Wan R A B B AT R

TAXATION (Continued)

PRC income tax is calculated at the rates applicable to respective subsidiaries. In
accordance with the tax legislations applicable to foreign investment
enterprises, certain subsidiaries in the PRC are entitled to exemptions from PRC
income tax for the two years commencing from the first profit-making year of
operation and thereafter, entitled to a 50% relief from PRC income tax for the
following three years.

A subsidiary is entitled to the tax privileges of “converting technology
achievements” (& # £ T K R /LB UEE) which limit the amount of
local tax payable of such company at a predetermined level as approved by the
local tax authority concerned.

Taxation for the year can be reconciled to the profit before taxation per the
consolidated income statement as follows:

Pz BT
—EEME —EE=F
2004 2003
BETT BT
HK$'000 HK$'000
BREE AT 7 Profit before taxation 36,348 95,681
B ARSI R 27% Tax at the domestic income
SHE IR tax rate of 27%
(ZEZ=F 1 27%) (2003: 27%) 9,814 25,834
AR REHIBR B 2 Tax effect of expenses not
MIEEE deductible for tax purpose 3,902 2,716
A REERTMAZ Tax effect of income not taxable
HExE for tax purpose (602) (17)
MARTUERZHEBBE Tax effect of tax losses
REFE not recognised 3,005 2,060
REEMEFE AN Income tax on concessionary rate (3,272) (16,266)
EEMBEERLE 2 Effect of different tax rates of
MERRZ TR subsidiaries operating
MR E in other jurisdictions (43) (1,287)
Hit Others (54) 40
AFEEHE Taxation for the year 12,750 13,080

Wizt : EABIEERDE
EEzEEEED
AZERBE o

Note: The domestic tax rate represents the statutory tax rate of the major group
companies operating in the PRC.
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Notes to the Financial Statements (Continued)
HE-_ZZNF+_A=+—RHILFE

For the year ended 31st December, 2004

iz B 9. DIVIDEND
—sEns —gE=5
2004 2003
BT T BT
HK$'000 HK$'000
ZEE=FEREE 4L 2003 final dividend proposed, of
ZEBRPBKS HK4 cents per share - 29,176
BEEEAERA  EF No 2004 final dividend has been proposed by the directors since the balance
WHERERKZE_ZTZTMN sheet date.
FRHERRS -
iz & F 10. EARNINGS PER SHARE

BRERRRNTIBIEAR
FESMNFEEL
10,414,000 (ZEZE =
& : #¥50,023,0007T)
EREFRE &7
729,395,043 5 B (=
TE =4 : 729,395,043
i) o

A A2 R AR 2
RITEEREFHER
B - LR
FRERIIEREHE
7.

The calculation of the basic earnings per share is based on the net profit for the
year of HK$10,414,000 (2003: HK$50,023,000) and on 729,395,043 (2003:
729,395,043) shares in issue throughout the year.

No diluted earnings per share has been presented for both years because the
exercise price of the Company’s share options was higher than the average
market price of shares.

Ve
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Notes to the Financial Statements (Continued)
HE-_TTNE+-_A=+—HIEE

For the year ended 31st December, 2004

11.

Y% - &  11. PROPERTY, PLANT AND EQUIPMENT
>
R
RELH BER B
REF RELE B HRIBR  £ERRE RE ot
Furniture,
Leasehold Construction fixtures
land and Leasehold Plantand in and Motor
buildings  improvements machinery progress equipment vehidles Total
BETR  #MTR AR #%TR AT #ETR #ETR
HK$:000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
r50 THE GROUP
A& COST
RZEZNE-A-A At 1st January, 2004 165,439 935 281,491 1,031 2,510 4,882 456,288
RE Additions 8,687 120 3,386 176,517 359 715 189,784
& RS Disposals and write-offs = (521) (296) = (56) = (873)
Eiv Reclassifications n - 1,208 (1,980) = = =
R-ZEME+-A=1+-A At 31st December, 2004 174,898 534 285,789 175,568 2813 5,597 645,199
FERAE DEPRECIATION AND
IMPAIRMENT
RZEZNE-A-A At 1st January, 2004 44211 2N 138,161 - 1,320 2,017 185,980
FREE Provided for the year 5,331 90 8,481 - 305 817 15,024
HEREHER Eliminated on disposals
i and write-offs - (208) 213) = (40) = (461)
R-ZEME+-A=1+-A At 31st December, 2004 49,542 153 146,429 - 1,585 2,834 200,543
REFE NET BOOK VALUES
R-ZEME+-A=1+-A At 31st December, 2004 125,356 381 139,360 175,568 1,228 2,763 444,656
RZEZ=F+-fA=1-H At 31st December, 2003 121,228 664 143,330 1,031 1,190 2,865 270,308
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Notes to the Financial Statements (Continued)
HE-_ZZNF+_A=+—RHILFE

For the year ended 31st December, 2004

PROPERTY, PLANT AND EQUIPMENT (Continued)

R ()
BEPHPAOFEE A The net book value of leasehold land and buildings which are under medium-
ErXMREF2EREF term leases comprises:
BB :
r5E
THE GROUP
=F EL.E: —TT=4
2004 2003
BET T BT T
HK$'000 HK$'000
B TH Land in Hong Kong 259 268
BRIz T Land outside Hong Kong 125,097 120,960
125,356 121,228

R RERREZE
EFEAEREREMR
WIBEZEEBK
13,000 (ZEZ =4
##21,0007T) ©

The net book value of furniture, fixtures and equipment includes an amount of
HK$13,000 (2003: HK$21,000) in respect of assets held under finance leases.

FREIRBEERLF Included in construction in progress is interest capitalised of HK$422,000
B 42200000 (= (2003: Nil).
T=F ) o
BE 12. GOODWILL
THE GROUP
T T
HK$'000
2% COST
RZZEZEMF-—A—BR At 1st January, 2004 and
—EENFE+_A=+—H 31st December, 2004 102,128
8 AMORTISATION
R_ZEZENF—AF—H At 1st January, 2004 13,404
REZ kR Charge for the year 5,106
NRZEENMF+_-_A=1+—H At 31st December, 2004 18,510
REREE NET BOOK VALUE
RZEENF+-_A=+—=H At 31st December, 2004 83,618
NZEE=F+-_A=+—H At 31st December, 2003 88,724

BER_THFHEHE-

Goodwill is amortised over 20 years.
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Notes to the Financial Statements (Continued)
HE-_ZZWF+_A=+—HILFE

For the year ended 31st December, 2004

13. FihMiE A Rl RE 13. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE TO
&= FEH B SUBSIDIARIES

DA RE

b /N
THE COMPANY
—EEMEF —TE=F
2004 2003
BETT BT T
HK$'000 HK$'000
FELEMEE Unlisted investments 16,003 16,003
FEULHT B A R ZAR & Amounts due from subsidiaries
less allowances 300,449 289,808
316,452 305,811
JER B A B EIE Amounts due to subsidiaries 7,724 4,629
KAREEWBRRR Particulars of the principal subsidiaries of the Company at 31st December,
—EENF+ A=+ 2004 are set out in note 33.
—BZFEBEERNHE
33
FE W B B 2 &) SR IE T The amounts due from subsidiaries are unsecured, interest-free and have no
TR 22 RERBREE fixed terms of repayment. In the opinion of the directors, amounts will not be
FH - BARESRAET repayable in the next twelve months from the balance sheet date and the
SHEEBERBET amounts are therefore shown as non-current.
“BARNERZNE -
WMZEREYRFER
EJ o
EMBRRRFERKF None of the subsidiaries had any debt securities outstanding at the end of the
A ] B D E A AE fT R year or at any time during the year.

BEZEHES
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HE-_ZZNF+_A=+—RHILFE
For the year ended 31st December, 2004

Fiii —B £ [E3#E  14. INTEREST IN A JOINTLY CONTROLLED ENTITY
Tl B R
KEE
THE GROUP
—EENEF —TT=F
2004 2003
BET T BT T
HK$'000 HK$'000
it EE A Share of net assets - -
FE g — P S R4 ) Amount due from a jointly
W RIE controlled entity 13,230 13,230
B B Less: Allowance (13,230) (13,230)
R-_ZEZNF+_-_/F= Particulars of the jointly controlled entity at 31st December, 2004, which is
+—HB  RRBIARREERL established and operates in Mainland China, are as follows:
SR A 2 R [R] 2E I
BEBHT
EEBEFTE
HEZEFKEERE EERE= & AR 2 el FEEK

Name of jointly
controlled entity

Registered capital

Proportion of
registered capital

held by the Group

%

Principal activities

BT EEEGRAR

Foshan Hunter Ceramic Co., Ltd.

& Lt A [R) 2 ) 4 4 2 3R
BYEAR  2ERE
B FE & R o

5,012,500 % 7T
US$5,012,500

60

FERBEREER
Manufacture and
sale of ceramic

products

The amount due from the jointly controlled entity is unsecured, interest-free
and has no fixed terms of repayment.
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HE-_ZZWF+_A=+—HILFE

For the year ended 31st December, 2004

15.

16.

Fir 4 — [ Bt 15. INTEREST IN AN ASSOCIATE
DA E R
AEE
THE GROUP
—EEME —EE=F
2004 2003
BT T BT
HK$'000 HK$'000
PMEEEFE Share of net assets - =
JE U —FEl B & A R R IB Amount due from an associate 41,479 41,479
B AR Less: Allowance (41,479) (41,479)
NR-_ZTBEWPME+_—_A= Particulars of the Group’s associate at 31st December, 2004, which is
+—H8  KEBERF established in Mainland China, are as follows:
KEBERK S 2 Bt & N B FF
BT -
AEBE i m
BENTEE FMER EARZ LG FEEK
Proportion of
registered capital
Name of associate Registered capital held by the Group  Principal activities
%
BILT=HEEBR DR 6,652,800% 7T 48 SERBEREESR
Foshan Three Union US$6,652,800 Manufacture and sale
Ceramic Co., Ltd. of ceramic products
FEWME 16. PROPERTIES HELD FOR SALE

mHR Ty E-HKBA
A EEBAKEAR
~A (TEBAXED 28
ZEBAERZAYE
UREBREER  MA
BYEEELE LBK
BT e

The balance represents properties transferred from trade debtors of a
subsidiary, Shanghai Allied Cement Co., Ltd (“Shanghai SAC”) in lieu of cash
settlement and registered in the name of Shanghai SAC.
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HE-ZZNF+_A=+—HBIEFE
For the year ended 31st December, 2004

7E 17. INVENTORIES
KAEE
THE GROUP
—EEME —ZTT=F
2004 2003
BETT BT
HK$'000 HK$'000
FE (ERA) Inventories, at cost, consist of
BETFIER the following:
JR# Raw materials 21,792 18,830
Em Work in progress 3,786 1,585
S m Finished goods 7,798 9,284
33,376 29,699
BESRHMENK 18. TRADE AND OTHER RECEIVABLES
FIE
KEBGTEESRFR The Group has a policy of allowing its trade customers credit periods normally

ZIEEB—MHA308E
120B7°% - RZZEZN
F+-_A=+—Hz%8
SREAMEWRFKIET B
FESREKKREEE
161,900,000t (= E =&
=4 : ¥ 164,270,000
J0)  HERER O ¢

ranging from 30 days to 120 days. Included in trade and other receivables at
31st December, 2004 are trade receivables of HK$161,900,000 (2003:
HK$164,270,000) and their aged analysis is as follows:

N |

THE GROUP
—EEMEF ZTE=F
2004 2003
BT T BETT
HK$'000 HK$'000
£—-90H 0-90 days 105,761 130,907
91 — 180 H 91-180 days 27,996 12,905
181 — 365 H 181 - 365 days 12,967 6,466
il 1F Over 1 year 15,176 13,992
161,900 164,270

B EWRERIE S
37,183,000t (ZE&E =
& : ##12,954,0007T)
ZEEEE - WA PARL
R A A S BB E

BWE -

Included in the trade receivables is commercial bills of HK$37,183,000 (2003:
HK$12,954,000), which can be discounted for cash with financial institutions.
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HE-TTME+-A=+—ALER

For the year ended 31st December, 2004

19.

20.

B4 7 48 B4R AT
B

ZEBED A TRT
ERAKBEMEEBRIER
TEEERZER A
HAtSFEERRBEE °

BEZREMERM
MIEHEZRE

RZZEZTWMFE+ =/ =
+T—HZESREME
NREBEREZESDBEEEZ
SRENRIERBE
28,521,000 (ZEZE =
F B % 18,943,000
J0)  ERER AT ¢

19.

20.

PLEDGED SHORT-TERM BANK DEPOSITS

The amount represents deposits pledged to banks
banking facilities granted to the Group and are therefo
assets.

TRADE AND OTHER PAYABLES AND DEPO

to secure short-term
re classified as current

SITS

Included in trade and other payables and deposits at 31st December, 2004 are
trade payables of HK$28,521,000 (2003: HK$18,943,000) and their aged

analysis is as follows:

PN

THE GROUP
—EENE —EE=F
2004 2003
BET T BT T
HK$°000 HK$'000
Z-90H 0-90 days 23,511 15,424
91— 180 A 91 - 180 days 1,401 1,064
181 — 365 H 181 - 365 days 1,428 1,929
BiE1F Over 1 year 2,181 526
28,521 18,943
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HE-_ZZNF+_A=+—RHILFE
For the year ended 31st December, 2004

MEHOEE 21. OBLIGATIONS UNDER A FINANCE LEASE
XtzBEHEE XzBREHEEAE
Present value
Minimum of minimum
lease payments lease payments
“¥8nEF -%%-;F _%ENEF —%%=%
2004 2003 2004 2003
BETT BT BET T BB
HK$'000 HK$'000 HK$'000 HK$'000
RE-—ERERL Amounts payable under
FAYNZe% a finance lease
—ER Within one year 1 11 10 8
E_FEERF In the second to fifth years
(REERE) inclusive 7 18 7 16
18 29 17 24
B BEREER Less: Future finance charges (1) (5) - -
MAREZRE Present value of
lease obligations 17 24 17 24
B AR—ER Less: Amount due for settlement
BEZEHE within one year (shown
(BoltERB&E) under current liabilities) (10) ®)
BR—EREEZ Amount due for settlement
G| after one year 7 16

REBMDBBRE—EHRE
MOBARE - -HHA
AF - THEETER
BH-HBEz_ZTHF+
—A=+—RALEEZ
FHEEBEMX
A N%( - B F =
F 1 11%) o FIERETL
ANz BHEE -

The Group holds an equipment under a finance lease. The lease term is 5 years
with fixed repayment schedule. For the year ended 31st December, 2004, the
average effective borrowing rate was 11% (2003: 11%). Interest rates are

fixed at the contract date.
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For the year ended 31st December, 2004

22. SBITER

22. BANK BORROWINGS

r5E LN
THE GROUP THE COMPANY
Lk L
2004 2003 2004 2003

A%Tr  BEBTL  BRTR  RAETR
HK$'000 HK$'000 HK$'000 HK$'000

RITERBRETIIRE :

RITER
RITEX
EREMEER

i UNNE

BER -t

BHA

RITEFE

RTIIBHBEER :

BEXIN—FR

SR —EETBBAE

W—FRIB 28

Witk -

AEEBDK—ME
NN I
EERKEERA
AlZ95% (=TT =
F o E) R RE
B8 % 67,553,0007C
—ET=F L E)
B B X %
EEIBITERE
#105,000,000/% 7T
H—HHERR (=

TT=F ) e

Bank borrowings comprise:

Bank loans 225,401 87,315 15,000 -

Bank overdrafts 5,017 221 - -

Trust receipt loans - 1,927 - -
230,418 89,463 15,000 -

Analysed as:

Secured - Note 110,017 2,148 - -

Unsecured 120,401 87,315 15,000 -
230,418 89,463 15,000 -

Bank borrowings are
repayable as follows:

On demand or within

one year 125,418 89,463 15,000 -

More than one year, but not
exceeding two years 105,000 — - -
230,418 89,463 15.000 -

Less: Amount repayable within
one year and shown
under current liabilities (125,418) (89,463) (15,000) -

Amount due after
one year 105,000 — - -

Note:  The Group’s 95% (2003: Nil) interest in a subsidiary, Shandong Allied
Wangchao Cement Limited with a carrying value of HK$67,553,000 (2003: Nil)
was pledged as part of the securities against a bank loan of HK$105,000,000
(2003: Nil).



23.

PR RIMEE ()

Notes to the Financial Statements (Continued)
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g 2 23. SHARE CAPITAL
TERAEA -]
Number of
ordinary shares Amount
BT
HK$'000
EERA Authorised:
RZZE=F—-H—H" Ordinary shares of HK$0.25 each
ZEE=FF+ZA=1T—HR at 1st January, 2003,
“EENF+-_A=1+—H 31st December, 2003 and
FhEEEY 025 T TBik 31st December, 2004 2,000,000,000 500,000
BEIRER Issued and fully paid:
R-ZZEZE=F—-A—H" Ordinary shares of HK$0.25 each
“EE=F+_A=+—HEK at 1st January, 2003,
—ETNFE+-A=+—H 31st December, 2003 and
ShREEAEL 025 T TBR 31st December, 2004 729,395,043 182,349
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24,

RS

NAalz ERERTE ([HREE])
ERBER-_ZEZE_FRA-_+=HA
BZRBREHADBIIREREY - £
MZstElc T ZE M ARRSEERME
BARNAGHEREEZ KRS - 3B
SEEHERAXRRRIRER D 2 E
B FALRAEREERETE - B
BTN -_E——FRA-_+=
HEm °

1R 15 B N i 51 B T AT fo] L B IR 5T
BB EREIR 2RO BEHTE
AR ERALEBRETE 2B 2R
NABEBEITIRMDI10% ([ 8 ZER
B]) » S HZ10%RHEE - 8| AK
REEFMHEIREREZE A AR
RIEBEITIRMD10% - IRIEERERT S
K2 A o] H 4t B AR RE AT B AR B I R AT
THERERBFTECMEERER
TERABETIRNDEEZETEE
BARR TR ZEERITRMNDEBEE
30%° BRIEEBADAREE L
A B R fR] — & A | A ] 1B A P B8
B BRES R ZRMDTFHEBAR
RAIZERBEETRN Z21% c BREAR
NAFMES TETHRABHEE
BREBZLERESEGIARRIE Y
FRMITESHAE - MPNEERL B
A1I2EABEmARR EERRNE
VIR TESTRRETALHEALT
RHECERESEHRATEEERK
HERzEREYR 2RNDEE G H
HBARNREEITRAZ0.1%REE
BB 38 7 #5,000,0005T @ BIZBELEBE
AN/NET ) A

PR h B AR AN R B BERT 218
NEE® - WAL NBRESNE
o - BREATREFEHEEZH
8 7 B s AR 15 B8 R At 8 2 1R R AT
# - HTEHTSEAERBRER
105 - (TEERARREFET * I
TMMERAR AR R H B BERR
PrziemERERRH B HA R EE
EABRM 2 FHRTE ABRSESR
%) o

24.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was
adopted by the shareholders of the Company pursuant to a
resolution passed on 23rd May, 2002 for the primary purpose of
providing the participants with the opportunity to acquire
proprietary interests in the Company and to encourage
participants to work towards enhancing the value of the
Company and its shares for the benefit of the Company and its
shareholders as a whole. The Scheme will expire on 22nd May,
2012.

The total number of shares in respect of which options may be
granted under the Scheme and any other schemes is not
permitted to exceed 10% of the shares of the Company in issue
at the date of shareholders’ approval of the Scheme (the
“Scheme Mandate Limit”) or, if such 10% limit is refreshed, at
the date of shareholders’ approval of the renewal of the
Scheme Mandate Limit. The maximum aggregate number of
shares which may be issued upon the exercise of all outstanding
options granted and yet to be exercised under the Scheme and
any other share option schemes, must not exceed 30% of the
total number of shares of the Company in issue from time to
time. The number of shares in respect of which options may be
granted to any individual in any one year is not permitted to
exceed 1% of the shares of the Company then in issue, without
prior approval from the shareholders of the Company. Each
grant of options to any director, chief executive or substantial
shareholder of the Company must be approved by independent
non-executive directors of the Company. Where any grant of
options to a substantial shareholder or an independent non-
executive director of the Company or any of their respective
associates would result in the shares of the Company issued and
to be issued upon exercise of options already granted and to be
granted in excess of 0.1% of the Company’s issued share capital
and with a value in excess of HK$5,000,000 in the 12-month
period up to the date of grant must be approved in advance by
the shareholders of the Company.

Options granted must be taken up within 21 days from date of
grant, upon payment of HK$10 per option. An option may be
exercised in accordance with the terms of the Scheme at any
time during the effective period of the Scheme to be notified by
the board of directors which shall not be later than 10 years
from date of grant. The exercise price is determined by the
directors of the Company, and will not be less than the higher
of the closing price of the Company’s shares on the date of
grant, and the average closing price of the shares on the Stock
Exchange for the five business days immediately preceding the
date of grant.
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24. SHARE OPTION SCHEME (Continued)

TREBAFANEER The following table discloses details of the Company's share option held by
BERRRBRENRZS employees and movements of such holdings during the year:
RHEBBEEH 2FHE
RERRLR
R-ZR=F R-Z2ENF
+ZA=+-B R-BBEER +=A=+-H
HARTEZHE SR 2EB HATEZHA
Granted during
the year and
outstanding Outstanding
at 31st Lapsed at 31st
December, during December,
2003 2004 2004
BERE Held by directors 8,100,000 (2,000,000) 6,100,000
EERA Held by employees 15,600,000 = 15,600,000

BRETR _ZEZTNF
—AZ+tNBEZ_Z—
=+ A=-++BH
M BB 0.707T 2 17
FEFATTE -

ARABIAEEZEE
BEXRTETHMAED
BREZMHEEE B
ERTREREETER
It T AERFARAME
BB R 2 BEN WS
RAEREMRH - B
BRETER - A28
AL I 1T 2 B 1R
H | B O & F 58 5
NP /NS )R- Y
17 )4k 18 R 7P AL 8% B AR AT
FERZERNEES
h2 88 - RITERH
A5 Rk A 6 2 BB AR
AERTTERBBREERL
AR MRS o

23,700,000 (2,000,000) 21,700,000

The options are exercisable from 28th January, 2004 to 27th July, 2013 with an
exercise price of HK$0.70.

The financial impact of share options granted is not recorded in the Company’s
or the Group’s balance sheet until such time as the options are exercised, and
no charge is recognised in the income statement in respect of the value of
options granted in the year. Upon the exercise of the share options, the
resulting shares issued are recorded by the Company as additional share capital
at the nominal value of the shares, and the excess of the exercise price per
share over the nominal value of the shares is recorded by the Company in the
share premium account. Options which lapse or are cancelled prior to their
exercise date are deleted from the register of outstanding options.
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For the year ended 31st December, 2004

25. f#1E 25. RESERVES

B& B&
FEfE  E4B®  EXRR  AGER BE  RRE  BdEd 3
Capital
redemption ~ Contributed  Translation Merger Capital Other  Accumulated
reserve surplus reserve reserve reserve reserves profit Total

B¥TR  ARTR  A¥TR  E¥Tn AT ERTn BBt ERTn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

THE GROUP
At 1st January, 2003 918 44,203 (3,654) 1,799 - - 85,147 128413
B Net profit for the year - - - - - - 50,023 50,023
ER-EE-£7RE Dividend paid for 2002 - - - - - - (21,882) (21,882)
EEY-1 Transfer to reserves = = = = 824 2,405 (3.229) =
RZEE=F+_A=1-A At 315t December, 2003 918 44,203 (3,654) 1,799 84 2,405 110,059 156,554
BERRMEEEZ Difference arising from translation
BBBREEC AR of financial statements of
operations outside Hong Kong - - @) - - - - @
FRENFE Net profit for the year = = = = = = 10414 10,414
BNZE2=F7kE Dividend paid for 2003 - - - - - - (29,176) (29,176)
EEY1 Transfer to reserves = = = = = 10522 (10,522) =
R-FEME+-A=1-H At 31st December, 2004 918 44,203 (3,656) 1,799 824 12927 80,775 137,790
SR Attributable to:
RRRREHBAR The Company and subsidiaries 918 4403 (3,654) 1,799 824 2,405 128958 175,453
BEAA Associate - - - - - - (18,899) (18,899)
W_ET=F+-F=1-H At 315t December, 2003 918 44,203 (3,654) 1,79 824 2,405 110,059 156,554
KRRAREHBAR The Company and subsidiaries 918 44203 (3,65%) 1,799 824 12,97 99,674 156,689
BENE Associate - - - - - = (18,899) (18,899)
W-E2TNF+-F=+-H At 31st December, 2004 918 44,203 (3,656) 1,79 824 12,927 80,775 137,790
THE COMPANY
At 1st January, 2003 918 94,585 - - - - 22,180 117,683
Net profit for the year - - - - - - 22,647 22,647
Dividend paid for 2002 - - - - - - (21,882) (21,882)
At 315t December, 2003 918 94,585 = = = = nYs 118448
FEaTEE Net profit for the year - - - - = = 24,063 24,063
BRZZZ=E7MRE Dividend paid for 2003 - (29,176) - - - - - (29,176)
RZZEME+_A=1-A At 315t December, 2004 918 65,409 - - - - 47,008 113,335

AEB A G
GRCEERN SL
WEEH B~ A
ERAZHEBA
GIl&NETiER:E
ARBREBEE
MTBITIER
WRERE K
AHEMEZ
EH8 o

The merger reserve of the Group represents the difference between the nominal amount
of the share capital of the subsidiaries at the date on which they were acquired by the
Group and the nominal amount of the share capital issued by the Company as
consideration for the acquisition under the reorganisation.
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Notes to the Financial Statements (Continued)
BHE_ZTENF+_A=1+—RHLFE

For the year ended 31st December, 2004

RESERVES (Continued)

The contributed surplus of the Company represents the
aggregate of:

(a)

the difference between the consolidated shareholders’
funds of All Gold Investments Limited and its
subsidiaries at the date on which the corporate
reorganisation became effective and the nominal
amount of the Company’s shares issued under the
reorganisation;

a net balance arising from reduction of issued share
capital and share premium after setting off accumulated
losses of the Company during 2002; and

the accumulated dividend of HK$29,176,000 (2003: Nil)
paid to shareholders.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus of the Company is available for distribution.
However, the Company cannot declare or pay a dividend or
make a distribution out of contributed surplus if:

(a)

it is, or would after the payment be, unable to pay its
liabilities as they become due; or

the realisable value of its assets would thereby be less
than the aggregate of its liabilities and its issued share
capital and share premium accounts.
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HE-_ZZWF+_A=1T—HILEHFE
For the year ended 31st December, 2004

25.

CRRED)

ARABAHED KT RE
ZREBIT

RESERVES (Continued)

The Company’s reserves available for distribution to shareholders are as
follows:

—EENF —BT=F

2004 2003

BETT BT

HK$'000 HK$'000

BEHRH Contributed surplus 65,409 94,585
SRl Accumulated profit 47,008 22,945
112,417 117,530

Hib#EHE SR+ E
REKIZZHBRAZ
REESREXRERE
T WMEET I RAER
REXZZEES - &
EEREBEEERE - #H
B2 RBERBERTH
fE R A Al W Bl 2 &
B bXBERESIH
FERER LA AER
BHEZBER T AEE
MEAR o

TR B KB B S 2 P
~ A R A A BE
B KEE AT R 77 4
B - ARARTIE
BB~ Bl BE & BREX R AR
BRINEE o

Other reserves are attributable to reserve fund and enterprise expansion fund
of the subsidiaries established in Mainland China. The reserve fund is to be
used to expand the enterprise’s working capital. When the enterprise suffers
losses, the reserve fund may be used to make up unrecovered losses under
special circumstances. The enterprise expansion fund is to be used for business
expansion and, if approved, can also be used to increase capital.

The remittance outside Mainland China of accumulated profits of the
subsidiaries established in Mainland China is subject to approval of the local
authorities and the availability of foreign currencies generated and retained by
these subsidiaries.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2004

26. DEFERRED TAXATION

At the balances sheet date and during the year, deferred tax liabilities (assets)
have been recognised in respect of the temporary differences attributable to
the followings:

e = B 5
All - Shanghai Inc.4g
BowE BER
BB AT EMEH
BREER 2 R
BITEME R 2R
REBE2BRBE®

THE GROUP
mE
BRERZE REEE Hitr b
(fizt)
Property,  Allowance
plantand for doubtful
equipment debts Others Total
(Note)
BETT BB AT BB
HK$'000 HK$'000 HK$'000 HK$'000
At 1st January, 2003 23,314 (4,696) (180) 18,438
mk (GrA) ZERKA Charge (credit) to
income for the year 2,765 (479) 168 2,454
RZEE=F+_A=+—H At 31st December, 2003 26,079 (5,175) (12) 20,892
kR GtA) REARA Charge (credit) to income
for the year 2,762 (1,317) 12 1,457
R-BENE+=-A=+—H At 31st December, 2004 28,841 (6,492) = 22,349

Note:  This mainly represents the tax effect of the temporary differences in relation to
the fair value adjustments of property, plant and equipment in connection with
the acquisition of All — Shanghai Inc. and the subsequent accelerated tax
depreciation.
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26.

27.

28.

EEBIE (8)

R-ZZETZNFE+_A=+—H K&
2 7 % 130,687,000 (= T T =
& #%120,381,0007T) 2 i A& FE
MIBEEA THEBEN - AR
s o 2 B DA R - E ot I A R
BETHIBEE °

AN

R-ZZEENE+=—RA=+—H &2
Al 2 7% % 116,034,0000T (—Z T T =
£ B #110,095,0007T) Z i K 1F A
MIBEE A THEHIRETR o B
FsmFm S B A AT - A mmER
BRLERIBEE o

TEFBRERS

RERA - REBE A AE14,951,0007T

—ER=F - BIZYE BEEH
#ESEEAIN  EFAR
—ZEENE+_A=+—HZESHK
HMEMRBEUARERSE - BEZTZT
=F+-_A=1+—HLEFER =&
BB ZEB AR WA 1,537,0007T
U UREBBRESER -

iR k48 A 5t 3

AEBABEEREREERHS AR
Beitdl e ZetBlcEERASHEE
EDRBE  WARTAZRHZES
FE - ARBRZTEREBF K
AEHS% MR - MEETMELERE
DR -

AEEZFEREE T B KERTE
EZBERERRARBHAEZKE -
AEBEBRZENENFTEIZEE Z
FEXRAETHREADLLZHZK - AR
B 5 % R AR 8 2 AR E RF
FERMERK

RER - AEBRERKEFEEED
HFBRE2,711,000C (ZTT=F : &
#2,059,0007T) °

26.

27.

28.

DEFERRED TAXATION (Continued)

At 31st December, 2004, the Group has unused tax losses of
HK$130,687,000 (2003: HK$120,381,000) available for offset
against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.

THE COMPANY

At 31st December, 2004, the Company has unused tax losses of
HK$116,034,000 (2003: HK$110,095,000) available for offset
against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.

MAJOR NON-CASH TRANSACTIONS

During the year, the group acquired property, plant and
equipment of HK$14,951,000 (2003: Nil) which has not been
paid and was included in trade and other payable and deposit at
31st December, 2004. During the year ended 31st December,
2003, the Group received properties of HK$1,537,000 from
trade debtors in lieu of cash settlement.

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the scheme
are held separately from those of the Group, in funds under the
control of trustees. The Group contributes 5% of relevant
payroll costs to the scheme, which contribution is matched by
employees.

The PRC employees of the Group are members of a state-
managed retirement benefit scheme operated by the PRC
government. The Group is required to contribute a specified
percentage of their payroll costs to the retirement benefit
scheme to fund the benefits. The only obligation of the Group
with respect to the retirement benefit scheme is to make the
specified contributions.

During the year, the Group made contributions to the
retirement benefits schemes of HK$2,711,000 (2003:
HK$2,059,000).
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Notes to the Financial Statements (Continued)

HE-ZZNF+_A=+—HBIEFE
For the year ended 31st December, 2004

29. OPERATING LEASE COMMITMENTS

In June 2001, the Group entered into an arrangement with a third party in
Mainland China to lease its production facilities for manufacture of cement
with a term of twenty years. Under a supplemental agreement with the third
party in Mainland China, the Group has an option to terminate the said lease in
June 2003 and at the end of two years after June 2003. The Group has no

current intention to terminate the lease.

At 31st December, 2004, the Group had commitments for future minimum
lease payments under the above arrangement and other non-cancellable

it 2 BE R AR EE 2 Y operating leases for premises which fall due as follows:
ERERHOMAITZ
APEWT
r&E N
THE GROUP THE COMPANY
“EENFE  _TE= “EEME  _TT=
2004 2003 2004 2003
BET T BT BRI BB
HK$'000 HK$'000 HK$'000 HK$'000
—ER Not later than one year 1,424 4,561 - =
BA—FEIRAEF Later than one year
and not later
than five years 1,557 1,900 - -
BATE Later than five years 656 47 - =
3,637 6,508 - -
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For the year ended 31st December, 2004

30. 7A&iE 30. COMMITMENTS
RZZEZTWMFE+=R = At 31st December, 2004, the Group had the following commitments:
+—H NEEZEE
M -
—EENE —TT=F
2004 2003
BT T BT
HK$'000 HK$'000
BYE - BEREEZ Capital expenditure contracted for
BRINBERRIBRER but not provided for in the
BEERRAY financial statements in respect of
property, plant and equipment 34,921 -
B AR B RE A Establishment of a Sino-foreign joint
TE BB R B Bk it venture company in which the Group
ZHIEERE would invest in the development of
manufacturing facilities in the PRC - 37,192
34,921 37,192
REEBERRA &R The Company did not have any significant capital commitment as at the
A A (7] BB KB AN balance sheet date.
% o
31. HAAEE 31. CONTINGENT LIABILITIES
r5E b N
THE GROUP THE COMPANY
“EENE  —TE= “EEME  _—TT=
2004 2003 2004 2003
BETT BB BT BETT
HK$'000 HK$'000 HK$'000 HK$'000
BT BRI Guarantees given to banks
BB ER - and financial institutions
in respect of:
ATHARBAEE : Banking facilities utilised by:
HEAF Subsidiaries - - 110,017 2,148
EEYI- PN Fellow subsidiaries 75,472 75,377 - -
£=h Third parties - 28,302 - =
iFEE Bills of exchange discounted
RERE with recourse 18,208 50,061 - -
93,680 153,740 110,017 2,148

RZZEZTENF+ =/ =
+—H  KAEEREFE=
HEHE A BB
28,302,000t (ZE&E =
£ ¢ 7 %28,302,0007T)
2T ERBRITIEL
R o

The Group has given guarantee to banks in respect of banking facilities granted
to third parties amounting to HK$28,302,000 at 31st December, 2004 (2003:

HK$28,302,000).
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SAHEAE  EFeENEEEER
RE (EERERANBAZDE - K
J%)Sz S 2T E S INA 10%% & 5T

) RQEREB (FERBITNEH

REZHAREELEZRMEER
BERRHZEZBEERE) -HEZT
TNFE+_A=+—HBHLEFER " £
BRKEIXNZHEABERE BB
# 5,230,000 (Z 2 ZE =F : &
#55 412,0007T) °

RZTEZF+ A ARRIEXEZH
TER S EERE I EHE - A%
ERRFEAEZAZHB AR (X

EB) A TERRH®EETER -
MAZEBAIMARFBRARE 2 RNEE
ETERREER BRAARKE
RACLBERDFENEZERE - B
ZEETNFEF+ZA=+—H " £B&X
EARELEBENTEZ ERIREEE
75472000t (Z 2T = F : &
¥ 75,377,00070) 2 R - MALEE
AlA B8R E 2 ERIREE
45283000 (Z E T =& : &
#16,981,0007T) 2 1R o FTURER R 2
NZERBBRAGFBHNTE - RF
A AR MBEENRRLRLE
$ o

HE-_TTWF+_A=+—HIEF
BAR AEERXTEZHEWNEA ﬂaT
UiHEHE  RESBEMER -
FEAEMREE - @iqumiﬂb
A=T " HLEFEZRZRBEARD
¥ 6,753,000 (ZEZE=F : B
#1,555,0007T) ©
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2004

RELATED PARTY TRANSACTIONS

On 16th December, 1995, a leasing agreement was entered
into between Shanghai SAC and Shanghai Cement Factory
("SCF"), which holds a 40% interest in Shanghai SAC.
According to the leasing agreement, Shanghai SAC shall pay to
SCF an annual leasing fee which consists of (1) a fixed asset
leasing fee mainly based on the depreciation of the property,
plant and equipment leased under the leasing agreement plus a
mark-up of about 10%; and (2) a usage fee mainly based on the
volume of raw materials off-load and the applicable unit rate for
the relevant raw materials agreed by the parties when the
leasing agreement was signed. During the year ended 31st
December, 2004, Shanghai SAC paid a total leasing fee of
HK$5,230,000 (2003: HK$5,412,000).

In July 2002, the Company entered into a master agreement
with Tian An for a reciprocal arrangement of guarantee.
Accordingly, the Group provides guarantees to secure certain
borrowings of subsidiaries of Tian An (the “Tian An Group”) in
Mainland China and the Tian An Group provides guarantees to
secure certain borrowings of the Group in Mainland China. A
guarantee fee of 1% per annum on the principal amount of the
guarantees is chargeable between the relevant parties. At 31st
December, 2004, Shanghai SAC provided guarantees of
HK$75,472,000 (2003: HK$75,377,000) to secure borrowings
of the Tian An Group in the PRC and the Tian An
Group provided guarantees of HK$45,283,000 (2003:
HK$16,981,000) to secure borrowings of Shanghai SAC in the
PRC. Details of the guarantee fee income and paid are set out in
the table below. During the year, two directors of the Company
were also directors of Tian An.

During the year ended 31st December, 2004, the Group
entered into sales agreements with a number of subsidiaries of
Tian An for the supply of a range of building material products
including stones and ceramic tiles. The aggregate amount of
this transaction for the year ended 31st December, 2004 is
HK$6,753,000 (2003: HK$1,555,000).
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32.

TENF+-_A=1+—HIEFE
For the year ended 31st December, 2004

EHEALRE

RER - KREEBETT

RELATED PARTY TRANSACTIONS
(Continued)

During the year, the Group has entered into the following related party

ZHAMBEAER SO transactions:
—EENE —TT=HF
2004 2003
BETT AETT
HK$'000 HK$'000
GEA PN Fellow subsidiaries
HELME  ftMA Sales of ceramic titles, granite
ARERER and marble products 6,753 1,555
REBRYBA Guarantee fee income 738 554
ERREER Guarantee fee paid 341 244
ENERE Management fee paid 688 794
BERQRRAERAR Companies which have significant
BEAREZEER beneficial interests in the Company's
REARESEZ AR ultimate holding company and
have common directors
HeRx RAE Rental expenses, air conditioning charges,
HBERRE repairs and maintenance 708 542
BERQRRAERAR Companies which have significant
BERERESZZATA beneficial interests in the
Company’s ultimate holding
company
R Insurance paid 204 221
ABYHTESA A lawyers' firm in which a former
BAZEMT independent non-executive director
is a partner
FEREXER Legal and professional fees 150 331
LR S TR BRRT A The above transactions were carried out at terms agreed between the relevant

F e 2 IGFRHETT ©

&1~ [R) 2 B /8 & ) 3KIR
&Eﬁdﬁhﬁmﬁﬁ
Eﬁﬁﬁ~%%&%ﬂ
EERY - EERA

HRZES Eﬂﬁ#é
EBEXRERFRET
“EAER  WEER
BIBRRIERE -

BABREATREESR
BRBZEMERFER
BRGEEERRRR
MaE145%15 °

parties.

The amounts due to fellow subsidiaries and the amount due to a minority
shareholder are unsecured, interest-free and have no fixed terms of repayment.
In the opinion of the directors, amounts will not be repayable in the next twelve
months from the balance sheet date and the amounts are therefore shown as
non-current.

Details of other balances with related parties at the balance sheet date are set
out in the consolidated balance sheet and in notes 14 and 15.
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For the year ended 31st December, 2004

33. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries at 31st

December, 2004 are as follows:

BRTR NGl S
AL BERE/ BRTRE/
o) PNGIEE B HERER HMER B TEXHR
Proportion of
issued share capital/
Place of Issued and fully registered
incorporation/ paid share capital/ capital held
Name of subsidiary registration registered capital by the Company Principal activities
=t BF:3
Directly Indirectly
% %
All - cement Limited XBRAES L@k 1ET - 100 REER
British Virgin Islands Ordinary US$1 Investment holding
All - Shanghai Inc. XBRAES LER - 833 BRERR
British Virgin Islands 15,376,500 % T Investment holding
Ordinary
US$15,376,500
Interform Building Material XBRAES LRI 100ET - 100 BEEREM
Supplies Limited British Virgin Islands Ordinary US$100 Trading of building materials
Interform Construction RBRLHES L@k 2% - 100 REERREERM
Supplies Limited British Virgin Islands Ordinary US$2 Investment holding and
trading of building materials
Interform Strategic XBRAES TER2%T - 100 BREER
Holdings Limited British Virgin Islands Ordinary US$2 Investment holding
THENEEERAF Bk ¥l 100 - REER
SAC Building Material Hong Kong 7% 5,000,000 7T Investment holding
Holdings Limited Ordinary
HK$5,000,000
SAC Engineering Limited XBRAES LER - 100 BRARR
British Virgin Islands 50,000 % 7T Investment holding
Ordinary
US$50,000
THIRERAT BE il - 100 BEEREM
SAC Engineering Company Hong Kong 7% 10,000,000 70 Trading of building materials
Limited Ordinary
HK$10,000,000

81

Shanghai Allied Cement Limited Annual Report 2004



82

—2ENEFH

EBBEXERDERA R

B RRMIEE (@)

Notes to the Financial Statements (Continued)

HE-_ZZWF+_A=1T—HILEHFE
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33. TEMBERAAZFHE 33. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(#B) (Continued)
BRTR KRR
B3 BERE/ BRITRA/
) PGECT BRI HEMER EMERZ B TERH
Proportion of
issued share capital/
Place of Issued and fully registered
incorporation/ paid share capital/ capital held
Name of subsidiary registration registered capital by the Company Principal activities
B &
Directly Indirectly
% %
SAC Enterprises Limited N LS 1,000 T 100 - RAEBRRREERRY
Hong Kong Ordinary HK$1,000 Provision of management
services to group companies
THUMBEEERAA B LBREL 100 7T - 100 REERARENBRE
SAC Finance Company Limited Hong Kong Ordinary HK$100 Provision of financing services
to group companies
LR EBAKRERBRAR YN &R = 100 EERDEKEREH
Shandong Shanghai Allied Mainland China 1,000,000 % 7T Manufacture and distribution
Cement Co,, Ltd. (W) Registered capital of cement and clinker
(Note a) US$1,000,000
HEBAKERRAR AR &R = 60 EERDEKEREH
Shanghai Allied Cement Mainland China 24,000,000 £ 7T Manufacture and distribution
Co., Ltd. (Ha2) Registered capital of cement and clinker
(Note b) US$24,000,000
FEACREBRR AR 5 LER 100 - REERR
Shanghai Allied Cement Hong Kong 71 10,000,000 70 Investment holding
Holdings Limited Ordinary
HK$10,000,000
WIREES ERKRBRAA A AMER - 95 EERDHKRRAR
Shandong Allied Wangchao Mainland China 9,200,000 & 7T Manufacture and distribution
Cement Limited (Ha2) Registered capital of cement and clinker
(Note b) US$9,200,000
AYTEE IR EM YN &R - - BEEM
BRAR ([FYEZE]) Mainland China AR 1,500,000 7T Trading of building materials
("SZ TRIWA") (HiaEA) Registered capital
(Note ¢) RMB1,500,000
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33. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

B2RTR RATE
HEMRYL/ BERE/ BRITRE/
HEARER B EMER &R Bl TEER
Proportion of
issued share capital/
Place of Issued and fully registered
incorporation/ paid share capital/ capital held
Name of subsidiary registration registered capital by the Company Principal activities
HE %
Directly Indirectly
% %
PEERZREFEMBRAF BIEDN S AMER = = BEEREM
(TEE&EE)) Mainland China AR# 5,000,000 7T Trading of building materials
("SH TRIWA") (HzA) Registered capital
(Note ¢) RMB5,000,000
TREBEERMBRAA PN AMER = = EERDHERER
Mainland China AR 4,000,000 70 Manufacture and distribution
(HizT) Registered capital of slag powder
(Note d) RMB4,000,000
Hiat - Note:
B ZMBRARD—HINERERE - a. The subsidiary is a wholly owned enterprise with foreign
capital.
Zs, ZEWBRARNEZEFRINGEDR b. The subsidiaries are non-wholly owned Sino-foreign joint
¥ venture.
A. RYNBER LEBRESFIBH=8A C The Company does not have any beneficial interest in the

ITRMBEALHES  RAABARES
ZEAMEARL EEE E([IE R
i e RBARINBEER LEHRE -
RYNBER LBBEEZERARR
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registered capital of SZ TRIWA and SH TRIWA as they are
owned by three individuals and two individuals respectively.
Pursuant to certain agreements among SZ TRIWA and SH
TRIWA, the owners of SZ TRIWA and SH TRIWA and the Group,
the owners of SZ TRIWA and SH TRIWA agreed to assign the
power to appoint and remove all the members of the board of
directors of and to govern the financial and operating policies
of SZ TRIWA and SH TRIWA to the Group and to transfer all
results of SZ TRIWA and SH TRIWA to the Group. Accordingly,
SZ TRIWA and SH TRIWA are treated as subsidiaries of the
Company and their results, assets and liabilities are
consolidated with those of the Group. The registered capital of
SZ TRIWA and SH TRIWA were contributed by the Group.

d. The subsidiary is a non-wholly owned subsidiary of SZ TRIWA,
of which 80% registered capital was contributed by the Group.

The above list includes the subsidiaries of the Company which,
in the opinion of the directors, principally affect the results of
the Group for the year or form a substantial portion of the
assets and liabilities of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

83

Shanghai Allied Cement Limited Annual Report 2004



