NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the

preparation of these accounts are set out below:

(a)

(b)

ADOPTION OF NEW ACCOUNTING
STANDARDS

The Hong Kong Institute of Certified Public
Accountants (“HKICPA”) has issued a number of
new and revised Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards
(“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 accounts for the year ended 31st December
2004. The Group has already commenced an
assessment of the impact of these new HKFRSs
but is not yet in a position to state whether these
new HKFRSs would have a significant impact on

its results of operations and financial position.

BASIS OF PREPARATION

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong
Kong and comply with accounting standards issued
by the HKICPA. They have been prepared under
historical cost convention except that, as disclosed
in the accounting policies below, certain properties

and investments in securities are stated at fair value.
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NOTES TO THE ACCOUNTS
We H MW sk

1. PRINCIPAL ACCOUNTING
POLICIES (continued)

(c)

CONSOLIDATION

The consolidated accounts include the accounts
of the Company and its subsidiaries made up to
31st December. Subsidiaries are those entities in
which the Company, directly or indirectly, controls
more than one half of the voting power; has the
power to govern the financial and operating
policies; to appoint or remove the majority of the
members of the board of directors; or to cast
majority of votes at the meetings of the board of
directors. The results of subsidiaries acquired or
disposed of during the year are included in the
consolidated profit and loss account from the
effective date of acquisition or up to the effective

date of disposal, as appropriate.

All significant intercompany transactions and
balances within the Group are eliminated on

consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net assets

of subsidiaries.

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries
are accounted for by the Company on the basis of

dividends received and receivable.

The balance sheet of subsidiaries expressed in
foreign currencies are translated at the rates of
exchange ruling at the balance sheet date whilst
the profit and loss account is translated at an
average rate. Exchange differences are dealt with

as movement in reserves.
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES
(continued)

PROPERTY, PLANT AND EQUIPMENT

(d)

(i)

(ii)

INVESTMENT PROPERTIES

Investment properties are interests in land
and buildings in respect of which
construction work and development have
been completed and which are held for their
investment potential, any rental income being

negotiated at arm’s length.

Investment properties are stated at their open
market value based on independent
professional valuations at the balance sheet
date. The valuations are incorporated in the
annual accounts. Increases in valuation are
credited to the investment properties
revaluation reserve. Decreases in valuation
are first set off against increases on earlier
valuations on a portfolio basis and thereafter
are debited to operating profit. Any
subsequent increases are credited to
operating profit up to the amount previously
debited.

Upon disposal of an investment property, the
relevant portion of the revaluation reserve
realised in respect of previous valuations is
released from the investment properties
revaluation reserve to the profit and loss

account.

PLANT AND EQUIPMENT

Plant and equipment, comprising leasehold
improvements, plant and machinery,
equipment, furniture and fixtures and motor
vehicles are and more vehicles at cost less
accumulated depreciation and accumulated

impairment losses.
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NOTES TO THE ACCOUNTS
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1. PRINCIPAL ACCOUNTING POLICIES

(continued)

(d) PROPERTY, PLANT AND EQUIPMENT
(continued)
(iii) DEPRECIATION

(iv)

Investment properties held on leases with
unexpired periods of 20 years or less are
depreciated over the remaining portion of

the leases.

Plant and equipment are depreciated at rates
sufficient to write off their cost less
accumulated impairment losses over their
estimated useful lives on a straight-line basis.
The principal annual rates ranged from 20%
to 30%.

Major costs incurred in restoring plant and
equipment to their normal working condition
to allow continued use of the assets are
charged to the profit and loss account.
Impairments are capitalized and depreciated

over the expected useful lives to the Group.

IMPAIRMENT AND GAIN OR LOSS ON
SALE

At each balance sheet date, both internal and
external sources of information are
considered to assess whether there is any
indication that property, plant and equipment
are impaired. If any such indication exists,
the recoverable amount of the asset is
estimated and where relevant, an impairment
loss is recognised to reduce the asset to its
recoverable amount. Such impairment losses

are recognised in the profit and loss account.

The gain or loss on disposal of an item of
property, plant and equipment other than
investment properties is the difference
between the net sales proceeds and the
carrying amount of the relevant asset, and is

recognised in the profit and loss account.
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

()

(g)

ASSETS UNDER OPERATING LEASES

Leases where substantially all the risks and rewards
of ownership of assets remain with the leasing
company are accounted for as operating leases.
Payments made under operating leases net of any
incentives received from the leasing company are
charged to the profit and loss account on a straight-

line basis over the lease periods.

Assets leased out under operating leases are
included in fixed assets in the balance sheet. They
are depreciated over their expected useful lives on
a basis consistent with similar owned fixed assets.
Rental income (net of any incentives given to
lessees) is recognised on a straight-line basis over

the lease terms.

INVESTMENT

The Group’s interest in club membership is shown
as an investment and stated at cost less any

provision for impairment losses.

TRADING SECURITIES

Trading securities are carried at fair value. At each
balance sheet date, the net unrealised gains or losses
arising from the changes in fair value of trading
securities are recognised in the profit and loss
account. Profits or losses on disposal of trading
securities, representing the difference between the
net sales proceeds and the carrying amounts, are
recognised in the profit and loss account as they

arise.
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NOTES TO THE ACCOUNTS
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1. PRINCIPAL ACCOUNTING POLICIES

(continued)

(h)

(@

0)

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost, calculated on the weighted
average method, comprises all costs of purchases
and other costs incurred in bringing the inventories
to their present location and condition. Net
realisable value is determined on the basis of
anticipated sales proceeds less estimated selling

expenses.

ACCOUNTS RECEIVABLE

Provision is made against accounts receivable to
the extent they are considered to be doubtful.
Accounts receivable in the balance sheet are stated

net of such provision.

EMPLOYEE BENEFITS

(1) Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long service leave as a result of services
rendered by employees up to the balance

sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the

time of leave.

(ii)  Bonus plans
The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as
a result of services rendered by employees
and a reliable estimate of the obligation can

be made.

Liabilities for bonus plans are expected to
be settled within 12 months and are measured
at the amounts expected to be paid when

they are settled.
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1.

NOTES TO THE ACCOUNTS

PRINCIPAL ACCOUNTING POLICIES

(continued)

0)

(k)

EMPLOYEE BENEFITS (continued)

(iii)  Pensions obligations
Following the adoption of the Mandatory
Provident Fund (“MPF”) Scheme in
December 2000, all employees of the Group
employed in Hong Kong joined the MPF
Scheme. Under this scheme, employees and
the Group are required to make contributions
to the scheme calculated at 5% of the
individual employee’s monthly basic salaries,
subject to a cap of HK$1,000. The Group’s
contributions to this scheme are expensed
as incurred. The assets of the scheme are
held separately from those of the Group in

independently administered funds.

DEFERRED TAXATION

Deferred taxation is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the accounts. Taxation
rates enacted or substantively enacted by the
balance sheet date are used to determine deferred

taxation.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be
available against which the temporary differences

can be utilised.

Deferred taxation is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the
temporary difference can be controlled and it is
probable that the temporary difference will not

reverse in the foreseeable future.
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NOTES TO THE ACCOUNTS

We H Wk

1. PRINCIPAL ACCOUNTING POLICIES

(continued)

U]

(m)

(n)

TRANSLATION OF FOREIGN
CURRENCIES

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates.
Monetary assets and liabilities expressed in foreign
currencies at the balance sheet date are translated
at rates of exchange ruling at the balance sheet
date. All exchange differences are dealt with in the

profit and loss account.

CONTINGENT LIABILITIES

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group. It can
also be a present obligation arising from past events
that is not recognised because it is not probable
that outflow of economic resources will be required
or the amount of obligation cannot be measured

reliably.

A contingent liability is not recognised but is
disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so
that the outflow becomes probable, it will then be

recognised as a provision.

REVENUE RECOGNITION

Revenue from the sale of goods, at invoiced value
net of sale discounts and returns, is recognised on
the transfer of risks and rewards of ownership,
which generally coincides with the time when cash
is received for retail sales and when the goods are
delivered to customers and title has passed for credit

sales.

Revenue from service agreements is recognised
based on the stage of completion determined by
reference to services performed to date as a

percentage of total service to be performed.
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NOTES TO THE ACCOUNTS

r

1. PRINCIPAL ACCOUNTING POLICIES

(continued)
(n) REVENUE RECOGNITION (continued)

Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable.

Dividend income is recognised when the right to

receive payment is established.

Operating lease rental income is recognised on a

straight-line basis.

(o) BORROWING COSTS

Borrowing costs are charged to the profit and loss

account in the year in which they are incurred.
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TURNOVER, REVENUE AND
SEGMENT INFORMATION

The Group is principally engaged in the trading of
construction materials, mainly water pipes and fittings.
The results of operations by principal activities are

summarised as follows:

NOTES TO THE ACCOUNTS
We H Wk

2. BB - Wik Ko EE R

ARG EEAEF M (RERRE REMSF) Z
B G o IEBEERB B EEEMEW
T

2004 2003
“REFNE “EREEE
HK$’000 HK$’000
T#x T#
Turnover
BEH
Sale of water pipes and fittings
B R KB 443,880 430,010
Sub-letting of warehouse
BASH 945 804
Rental income
4 A 410 804
Transportation income
8 i e A 25 -
445,260 431,618
Other revenues
Ho Al W 5
Interest income
BB 165 346
Dividend income
JBt B A 88 172
253 518
Other income
HoAts e A
Insurance compensation
ok I e £ 17,395 416
Net exchange gains
I 5, Wi 2 35 1,453 1,257
Gain on disposal of property held for sale
H B AR B B IR S ek 4,112 =
Realised gain on disposal of trading securities
B R R B B 2 sk 432 805
Gains on disposal of fixed assets
H B S AR = 239
Unrealised gain on trading securities
HE#RAREIZ Wk - 721
Others
H Al 1,641 1,049
25,033 4,487
Total revenue
ek At 470,546 436,623




NOTES TO THE ACCOUNTS
We H W sk

TURNOVER, REVENUE AND 2. BEW - Wk Ko HER
SEGMENT INFORMATION (#F)
(continued)
Business segment information is not presented as the HIA LB S M 2 et ~ BB A AL
revenue, results and assets of the wholesale business Z AR - EEREEZ0%, b o BUEA
represent more than 90% of the total revenue, results BHIEB»IBER o
and assets of the Group respectively.
Geographical segment information is not shown as over HY 7 AR 4R 8190 % 2 8 S T 288 16 A 2 U
90% of the Group’s turnover and operating profit are HEW > BORA 255436 & R o
derived from Hong Kong.
OPERATING PROFIT 3. RN
2004 2003
ZRENE TERE=S
HK$’000 HK$’000
T#x T#
Operating profit is stated after crediting and charging the following:
R A TR A KA T S A
Crediting
it A
Write-back of provision for bad debts
188 101 59 M 988 s 2,813 1,094
Write-back of provision for slow-moving inventories
158 Iul s 4 1 B WA - 492
Charging
il
Auditors’ remuneration
72 4] 447 374
Depreciation
it 1,932 1,813
Staff costs (including directors’ emoluments) (note §)
BITHRA (BEERFME) (M) 59,313 43,449
Write-off of bad debts
S 2,687 460
Operating lease on land and buildings
b St T AL RLAY 10,234 10,684
Bad debt provision
SR 438 560 398
Provision for slow-moving inventories
B A B A 920 -
Unrealised loss on trading securities
HE @R KRB EHE 41 -




NOTES TO THE ACCOUNTS
We H Wk

4. FINANCE COSTS 4. WBEN
2004 2003
e 2 14K “REERE
HK$’000 HK$’000
T#x T#
Interest on bank loans
SRAT Bk A B 817 1,386
Others
H A = 1
817 1,387
5. TAXATION 5. BtMH
Hong Kong profits tax has been provided at the rate of 5V R 15 B 7 3 BEAS 4F B Ak 51 W 35UB s 1) A
17.5% (2003: 17.5%) on the estimated assessable profit BR1TS5%(ZBEZAF ¢ 17.5%) #7473 %
for the year. Taxation on overseas profits has been i o AR A B IE T 4 HROAK 2 AR 4 B AR 4 )
calculated on the estimated assessable profit for the year 7 B R 2 A T HE SRR v P 3R BLAT B R
at the rates of taxation prevailing in the countries in which At o
the Group operates.
The amount of taxation charged to the consolidated profit EHEGHESERNBRZBRIEORE :
and loss account represents:
2004 2003
ZRENE “FRF=4F
HK$’000 HK$’000
T#x TF#x
Current taxation:
BT B ¢
— Hong Kong profits tax
A 5 B 9,970 6,969
— (Over)/under provisions in prior years
KR BB /4 RHBHE (54) 106
Deferred taxation relating to the origination
and reversal of temporary differences
O S 0 T W g A B 2 A T el 45 (963)

Taxation charge

i JE B % 9,961 6,112




NOTES TO THE ACCOUNTS
We H W sk

TAXATION (continued) 5. BLIE (4)
The taxation on the Group’s profit before taxation differs 7S 45 1) o3k 56 i i ) < T LA A A ) R
from the theoretical amount that would arise using the EEMERRG A Z MR EFWMT ¢
taxation rate of the principal place of operation of the
Company as follows:
2004 2003
—EEWIE “RE=4E
HK$’000 HK$’000
F#x T
Profit before taxation
B A i ¥ A 60,236 39,551
Calculated at a taxation rate of 17.5% (2003: 17.5%)
WRE17.5% (ZREBZ4 2 17.5%) 5t H 10,541 6,921
Effect of difference taxation rates in other countries
oAl 90 5 A R B 2 5 96 79
Tax effect of income not subject to taxation
BHBRBZ WA (735) (31
Tax effect of expenses not deductible for taxation purposes
A HIBLZ B X 68 -
(Over)/under provision in prior years
KL (RE) R R B (54) 106
Adjustment of deferred tax (Note 19)
8 2 50 G B (W 19) 45 (963)
Taxation charge
Bl I 52 9,961 6,112
PROFIT ATTRIBUTABLE TO 6. JBe 3 HE A %k A

SHAREHOLDERS

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$14,486,000
(2003: HK$3,707,000).

AER A B IR H N R B % R HE A i R
14,486,000% 76 (ZFZF =4 : 3,707,000%

J6) °




NOTES TO THE ACCOUNTS
We H Wk

7. DIVIDENDS 7. B
2004 2003
e 2 14K “REERE
HK$’000 HKS$’000
T#x T#
Interim, paid, of HK$0.02 (2003: HK$0.015) per ordinary share
O IR o 40 e 8. A B 9 B2 0,023 8 (B R =4E : 0.015%0) 4,837 3,628
Final, proposed, of HK$0.03 (2003: HK$0.03) per ordinary share
BB R AR 1 Je OB M 3 9 B 0.039 7T (BB =4 ¢ 0.03#78) 7,256 7,256
At a meeting held on 31st March 2005, the directors FE_EELF=A=+—H&fF2Xkag L
declared a final dividend of HK0.03 per ordinary share. TE A IR AT R 3 B B B B 0.03 4
This proposed dividend is not reflected as a dividend I o AR Z BRI B RIEE B N R LA E
payable in these accounts, but will be reflected as an RIEE > R ABE _FELET
appropriation of retained earnings for the year ending 31st A= —H kA B AR B 5 IR Ay o
December 2005.
8. STAFF COSTS (INCLUDING 8. H TIRA (5555 4)
DIRECTORS’ EMOLUMENTYS)
2004 2003
“RRWE “EREF=F
HK$’000 HK$’000
TF#x TF#
Wages and salaries
T & Jedi & 58,337 41,273
Termination benefits
# 1k FH 6 A 275 1,004
Pension costs — Mandatory Provident Fund
B AR A — TR A RS 701 1,172
59,313 43,449

_H—J
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9.

(a)

NOTES TO THE ACCOUNTS

We H W sk

DIRECTORS’ EMOLUMENTS 9. MY ZPME
The aggregate amounts of emoluments paid and (a) AENAALNFESE O REMST 2
payable to the directors of the Company during the 4R
year are as follows:
2004 2003
ZEFENE TERE=S
HK$’000 HK$’°000
T#x T#
Basic salaries, other allowances and benefits in kind
FEAH 4~ H A B % T 4 A 8,409 8,024
Performance/discretionary bonus
£B/ WAL 19,000 1,535
Commission
i 1,864 1,798
Retirement scheme contribution
AR AT B 72 72
29,345 11,429
The emoluments of the directors fell within the HEHEMEN T T AN :
following bands:
2004 2003
ZREFNAE “RE=E

Emoluments bands

(R
Nil to HK$1,000,000
% %2 1,000,000% 70
HK$1,000,001 to HK$1,500,000
1,000,001 % ¢ £ 1,500,000% 76
HK$1,500,001 to HK$2,000,000
1,500,001% 7T £ 2,000,000 JC
HK$2,000,001 to HK$2,500,000
2,000,001 JG % 2,500,000 JC
Over HK$2,500,000
2,500,000% 76 YA L
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10.

NOTES TO THE ACCOUNTS

We H MW sk

DIRECTORS’ EMOLUMENTS
(continued)
Emoluments paid to independent non-executive
directors amounted to HK$270,000 (2003:
HK$240,000).

(b)  The five individuals whose emoluments were the
highest in the Group during the year are the
directors of the Company. Details of their
emoluments are reflected in the analysis presented

above.

(¢c) During the year, no directors waived any
emoluments and no emoluments had been paid by
the Group to the directors as an inducement to join
or upon joining the Group or as compensation for

loss of office.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the Group’s profit attributable to shareholders of
HK$50,430,000 (2003: HK$33,439,000) and the weighted
average of 241,854,000 shares (2003: 241,854,000 shares)

in issue during the year.

Diluted earnings per share is not presented as there were
no dilutive potential ordinary shares in years 2004 and
2003.

9.

10.

o e ()

i+ 3 18 3 JE AT 3 2 2 T 4 270,000
Wt (ZEE=4E 1 240,000 90) ©

(b)  FRARGEE T HA LR AN
A o L G R R MR Bt g
*ﬁ o

(c)  AF P9 S S AT AT I 4 o AR
P 517 90 16 S = S T 4 A A A SR
P T . B 2 5 5 A 2 e O 1

5 b £ F

T JBe B A Z8 ) T e AR 4R T 2 P O A i A
50,430,000% JC (Z R F =4 : 33,439,000%
7)) KA E AT R 2 AT 1 R
241,854,000/ (ZFF =4 : 241,854,000/%)
i

HURAFE BRI R BB =AW 4N
SN S8 4 7 A O M > WO SN 28 2 5 T A
EREZ TR WREA -
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11. PROPERTY, PLANT
AND EQUIPMENT

NOTES TO THE ACCOUNTS
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11. Y 3E ~ W b5 Be ki

Office
furniture, Machinery
Investment ~ Leasehold  fixtures and Office and  Computer Motor
properites improvements fittings  equipment  equipment  equipment vehicles Total
WA%
Mm% BRI RE BB
BwmE kB VT Y T ] i MR L it
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TH#7 T#L T#L T#L T#x TFi#x TFi#x T#L
Cost or valuation
B & Al
At 1st January 2004
“EENE-A—H = 5375 516 88 2,329 4437 11,075 23,820
Additions
wE 13,989 1,396 - 3 388 138 1,313 17,247
Revaluation
i ff 2811 = = = = = = 2811
Disposals
e _ - - - - - (123) (123)
At 31st December 2004
“RFNEFZAZFH 16,800 6,771 516 111 2,717 4,575 12,263 43,755
Accumulated depreciation
RRH
At 1st January 2004
“EENE-A—H = 3,267 516 66 1,762 4,390 10,210 20,211
Charge for the year
RERNE - 604 = 6 320 39 963 1,932
Disposals
i = = = = = = (123) (123)
At 31st December 2004
“EEMELZAZ - 3,871 516 7 2,082 4,429 11,050 22,020
Net book value
I i 5
At 31st December 2004
“EEWEF AN 16,800 2,900 = 3 635 146 1,215 21,735
At 31st December 2003
“RREEF AR = 2,108 = yy) 567 47 865 3,609
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PROPERTY, PLANT 11. Y 3E ~ W5 Be e (4%)
AND EQUIPMENT (continued)
The analysis of the cost or valuation at 31st December NRFNE T ZH =4 —H Ll & E R
2004 of the above assets is as follows: AFMEEZAHMT -
Office
furniture, Machinery
Investment ~ Leasehold  fixtures and Office and  Computer Motor
properites improvements fittings  equipment  equipment  equipment vehicles Total
A%
Belf - %8 BB R

#uHE  MiHE Rl Bt (4 I T fil it
HKS'000  HKS'000  HKS'000 — HKS$'000  HKS'000  HKS'000  HKS'000  HKS'000
T#T Tz Tz T#x T#x T#x T#x Tz

At cost
A - 6,771 516 11 2717 4575 12,265 26,955
At valuation
i 16,800 - - - - - - 16,800
16,800 6,771 516 111 2,717 4,575 12,265 43,755
At 31st December 2003, the above assets are all stated R-RZ=Z2H1TZA=Z1+—H  b&mE
at cost. B DR ARG IR o
The Group’s interests in investment properties at their 3 MR T VL W O AR AR T 4 ) S 2 BE 2R 4y
net book values are analysed as follows: T :
2004 2003
RN “EREF=4F
HKS$’000 HK$’000
T#x T#
In Hong Kong, held on:
REWETIER A
Leases of between 10 to 50 years
AL 9 A 10 2504 16,800 -
Investment properties were revalued at 31st December A% 4 8 B4 5 Lawson David & Sung Surveyors
2004 on the basis of their open market value by Lawson Limited (— [ 8 32 Z & % #% ¥ 3 1 15 i 47 )
David & Sung Surveyors Limited employed by the Group, HREMER _FFNEFF_A=+—HZ
a firm of independent qualified property valuers. The A BT A HEAT A5 E o B A ZLER T E A B R
revaluation surplus was credited to investment properties mZ B EMEERMNEHEET (k1) -

revaluation reserve in shareholders’ equity (Note 18).

Investment properties with a carrying value of W T B 2% 16,800,000 J0 (2 R =4F + )
HK$16,800,000 (2003: nil) were pledged to secure the ZBREMECTRN > LIRS 2 — i)
Group’s banking facilities (Note 25). SRAT R (M RE25) °
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12. INVESTMENTS IN SUBSIDIARIES 12. AW B AR 2 E

Company p N/ |
2004 2003
“REWLE TERRZEAE
HK$°000 HK$’000
F#IL F#x
Unlisted shares, at cost
I b By A AE 86,938 86,938
Due from subsidiaries
Fif ) 2 ®1 Rk 83,621 63,916
170,559 150,854

Fof g 2 W] Ok S A o LR S B B ]

The amounts due from subsidiaries are unsecured, interest-

free and have no fixed terms of repayment. B o
Particulars of the subsidiaries are as follows: [ /NI = 1 (1
Issued and Percentage of
Place of fully paid-up attributable
Company incorporation share capital equity Principal activities
TR HEE A B 4
| sk % S 3 5 B AR "R EX 5 %
Held directly:
HEWHA :
World Trade Bun Kee British Virgin Islands  Ordinary shares 100% Investment
(BVI) Ltd. e JB 4 T OB US$10,000 holding
10,0003 72 BB B
W
Held indirectly:
& #A
Bun Kee (International) Hong Kong Ordinary shares 100% Trading of
Limited s HK$100 construction
Wrd (B BE) B BRA F 100% 70 materials, mainly
W pipes and
Non-voting 0% fittings
deferred shares HEEEME
HK$3,000,000 ER A K
3,000,0009% 7T :£is
I B 5% M O A It
Hamerwind Logistic Hong Kong Ordinary shares 100% Provision of
Company Limited R HK$80,000 warehousing
I L A B A ] 80,000 & and logistic
W E B services
32 436 1 M T 40 it e
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12. INVESTMENTS IN SUBSIDIARIES

(continued)

Company

é\\—A

&l

Hing’s Godown &
Transportation
Company Limited

B AR A

National Link

Investment Limited

AO e 1 A R

Patterson Engineering
Company Limited

AT TRA R A

Huge Vantage
International Industrial
Limited

K i [ W B 6 A BR 4 ]

Bun Kee Building
Material (Shanghai)
Co., Ltd.

Wt A (1)
AR H

All subsidiaries carry out their business operations in Hong
Kong, except for Bun Kee Building Material (Shanghai)
Co., Ltd., a wholly foreign owned enterprise whose

Place of
incorporation

wk: W % 37 b 2

Hong Kong
R

Hong Kong
LR

Hong Kong
W

Hong Kong
R

People’s Republic of
China (“PRC”)

g N\ R G A
(T 1)

business operation is carried out in the PRC.

Issued and
fully paid-up
share capital

TR
2 R B A

Ordinary shares
HK$100,000
100,0003% &

W 3 i

Ordinary shares
HK$600,000
600,000 7T

3 ik

Ordinary shares
HK$100,000
100,000 7©

W 3 i

Ordinary shares
HK$100,000
100,000% 75

W 3 i

Ordinary shares
US$200,000
200,0003 7t
3 ik

Percentage of
attributable
equity

Y A5 Bt HE
HAK

100%

100%

100%

60%

100%

12. A B S 2 v 2 B\ (A7)

Principal activities

EERH

Provision of
warehousing
services

B 0 A e i s

Provision of
agency services
and investment
holding

e B AR B R 5
Be #  # e

Trading of
construction
materials,
provision of
agency services
and property
investment
HE A -
A
e % K
YERE

Trading of
sanitary
products

BB R A&

Trading of

construction

materials, mainly

pipes and fittings
HE RN

FEE R WA

B

B vp o S LM (i) A IRA R
(—REIE A ) 5 > Brf FfE A vl
TR WEE -
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13.

14.
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INVENTORIES

Merchandises

7 &b

13. i+ 1%

2004
—FFNE
HK$°000
T#x

174,636

2003
ZEFF=F
HKS$’000

T #0

143,433

At 31st December 2004, provision for slow-moving
amounted to HK$4,941,000 (2003:
HK$4,021,000).

inventories

At 31st December 2004, the carrying amount of inventories
that are carried at net realisable value amounted to
HK$69,000 (2003: HK$87,000)

MROBBNETFA=Z+—H o BRiEEZ
B B 4,941,000 6 (=B R = 4 ¢

4,021,000% JC) ©

PoRBRNEF A= —H > WS
1 51 i 2 17 1 MR T 1B %5 69,0009 76 (Z&F &

=4E 1 87,0008 0) o

TRADE RECEIVABLES 14. MEBCE X
Details of the ageing analysis are as follows: HREA AT Z R B R ¢
2004 2003
ZRERWAE “REEE
HK$’000 HKS$’000
F#x T
Current to 30 days
B E 30K 39,489 28,186
31 days to 60 days
3IRE60KR 35,090 28,757
61 days to 90 days
61Kk 290K 20,655 21,803
91 days to 120 days
IR E 120K 11,279 8,614
Over 120 days
& i 120K 9,888 15,823
116,401 103,183
Less: provision
] (1,746) (3,999)
114,655 99,184

Customers are generally granted with credit terms of 30

days to 120 days.

BEEBWAHEIOEI120RZEH -
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15. TRADING SECURITIES 15. ¥ & i 27
2004 2003
ZRENAE “FRF=4F
HK$’000 HK$’000
T#x T# T
Market value of equity securities listed in Hong Kong
FE 75 6 b T 2 o i % 2 2,253 556
Market value of equity securities listed outside Hong Kong
1675 9 DL A b i 2 B 45 8 05 2 T - 1,322
2,253 1,878
16. TRADE PAYABLES 16. M) £ 5%
Details of the ageing analysis are as follows: WR i 4 r Z SR E ¢
2004 2003
ZREFNE “EREEE
HK$’000 HK$’000
T#x T
Current to 30 days
I ERIPS 4,772 2,644
31 days to 60 days
3IRE60KR 1,874 1,567
61 days to 90 days
61k £90K - 28
Over 90 days
90KV E 9 4
6,655 4,243
17. SHARE CAPITAL 17. e A
(a) SHARE CAPITAL (a) BeA
Number Nominal
of shares value
JBe 4 ¥ H T fF
’000 HK’000
T T#7T
Ordinary shares of HK$0.10 each
B JB TH 0. 109 70 2 ¥ 8 i
Authorised:
% € I A
At 1st January and 31st December, 2003 and 2004
RoFF=ZFRFFNE
—~HA—-HE+ZA=+—H 500,000 50,000
Issued and fully paid:
CBAT R RRA
At 1st January, 2003 and 2004
REFF=HFR_FFNE—-H—H 241,854 24,185

At 31st December, 2003 and 2004
W RR AR R R R YA
+=ZH=+—H 241,854 24,185

_H—J
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17. SHARE CAPITAL (continued)
SHARE OPTIONS

(b)

()

(i)

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on
24th June 2004, the directors of the Company
are authorised at their absolute discretion,
to invite any Eligible Person as defined in
the Report of the Directors, to take up
options to subscribe for shares in the
Company. The Subscription price will be
determined by the Board, but shall be at least
the highest of (a) the closing price of the
shares as stated in the Stock Exchange’s
daily quotation sheet on the date on which
the relevant options are deemed to be granted
and accepted in accordance with the terms
of the Scheme (the “Commencement Date”),
which must be a day on which the Stock
Exchange is open for the business of dealing
in securities (“Trading Day”); (b) the average
closing price of the shares as stated in the
Stock Exchange’s daily quotation sheet for
the five Trading Days immediately preceding
the Commencement Date; and (c) the
nominal value of the shares. A consideration
of HK$10 is payable on acceptance of the
grant of an option. The maximum number of
shares in respect of which options may be
granted under the Scheme may not exceed
10% of the issued share capital of the
Company as at the date of adoption of the
Scheme. The Scheme became effective for a
period of ten years commencing 24th June
2004 which is the date of adoption of the

Scheme.

No option was granted during the year. As
at 31st December 2004, there are no share

options outstanding.

We H W sk

17. A (4%F)
i JBt

(b)

(1)

(ii)

MEBAAFRR ZFENEANA
s IR S L e
(Mt &) 2 feak » A4 A #
o 7 2 Y O A T
EAL (REFRFHEZE
) H AN I A T B 2
JBERE o R A ph
E o MEAR R () e 0 1 A B
S F AR 0 0 2 LT B Mk
THREREZANEH (TRKH
1) (7 % Wi 22 P 46888 8 27 28
HEBGZERH(RHH]))
A2 166 22 BT 4 H 4R AT 3 i ik 2 i
5 (o) Bed R B 4% B 46 H
2 A0 {1 32 5 A B 52 P A
H #8222 P 3 Wi 1 5
Be (o) i = & v Z B
FH oo LM Z IR AERE > K
BNAZ A 10370 2 M - M
R W At 9 T B Y e 2
Bt e W > A PR A
WAt #l 2 A AR C#ATRA
Z10%% M o it #l il 2%
PN H =+ H (R
ZH)®EHERER -

BN AR F I A 7 B
e RTFFNET A=
— H o 75 AR i 1 R AT BE 2
JBEHE o
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18. RESERVES 18. fifi ffi
(a) GROUP (a) AHEMH
Investment
properties
Merger  revaluation
Share Capital reserve reserve Retained
premium reserve  (nofe (b)(i)) BENE profits Total
Bebviidt  VEARGE  AOHEE  EHGE  REEA fit
(it (b)(i))

HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
T#7 T#7x T#x T#7 T#7 T#7

At Ist January 2003

“RE=E-A—H 29,345 34,115 3,700 = 104,757 171,917
Profit attributable to shareholders
Ik 3R £ 3 A = = = = 33,439 33,439
Dividends paid (note 7)
BIRRE (Hit7)
2002 final dividend
ZRBRZERMR R = = - - (4,837) (4,837)
2003 interim dividend
ZEREERHRE = = = = (3,628) (3,628)
At 31st December 2003
ZRZEHEFIAZF—H 29,345 34,115 3,700 = 129,731 196,391
Proposed final dividend (note 7)
BRRA BB (Hak7) = - - - (1,256) (7,256)
29,345 34,115 3,700 - 122,475 189,635

At Ist January 2004

ZEEWFE—HA—H 29,345 34,115 3,700 - 129,731 196,891
Profit attributable to shareholders
Ik 2 HE £ 3 A = = = — 50,430 50,430

Surplus on revaluation of
investment properties

HHRENER R = = - 2,811 - 2,811
Dividends paid (note 7)
BRI E (HaE7)
2003 final dividend
ZEREERBBA - - - - (7,256) (7,256)
2004 interim dividend
ZEFNE R R - - - - (4,837) (4,837)
At 31st December 2004
ZEZFNEFZAZ+—H 29,345 34,115 3,700 2,811 168,068 238,039
Proposed final dividend (note 7)
BERA IR B (K 7E7) = = = - (1,256) (1,256)
29,345 34,115 3,700 2,811 160,812 230,783

J
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18. RESERVES (continued) 18. fifi fli (%)
(b) COMPANY (b) KA
Contributed
surplus Share Retained
(note ii) premium profits Total
BN 7% JBe B e PR 8 e A &t
(M #tii)
HK$’000 HK$’000 HKS$’000 HK$’000
¥ F ¥ F#oc F#
At Ist January 2003
—_REF=H—H—H 86,759 29,345 12,801 128,905
Profit attributable to shareholders
JB B A ¥5i = = 3,707 3,707

Dividends paid (note 7)
SRR B (K it7)
2002 final dividend

TRRBTHERBBE - - (4,837) (4,837)
2003 interim dividend
ZREZFEPHRES — - (3,628) (3,628)
At 31st December 2003
ZEF=F+A=1+—H 86,759 29,345 8,043 124,147
Proposed final dividend (note 7)
IR AR e B (B EE7) = = (7,256) (7,256)
86,759 29,345 787 116,891
At 1st January 2004
“EENFE—~H—H 86,759 29,345 8,043 124,147
Profit attributable to shareholders
Tt 5 JRE A i ) = = 14,486 14,486

Dividends paid (note 7)
SRR (M #E7)
2003 final dividend

ZRBEERBBE - - (7,256) (7,256)
2004 interim dividend
TR Z YL RS — - (4,837) (4,837)
At 31st December 2004
ZRFNEFZH=+—H 86,759 29,345 10,436 126,540
Proposed final dividend (note 7)
IR R e B (Bt 7) = - (7,256) (7,256)
86,759 29,345 3,180 119,284
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18. RESERVES (continued)
(b) COMPANY (continued)

(6)) The merger reserve of the Group arising from
the group reconstruction is determined by
the difference between the nominal value of
shares of the subsidiaries acquired pursuant
to the group reconstruction and the nominal
value of the Company’s shares deemed to
have been issued.

(ii)  The contributed surplus of the Company
represents the difference between the
nominal value of the shares issued by the
Company in exchange for all the issued
ordinary shares of World Trade Bun Kee
(BVI) Ltd. and the value of net assets of the
underlying subsidiaries acquired by the
Company on 22nd November 2000. Under
the Companies Act 1981 of Bermuda (as
amended), the contributed surplus is
distributable to the shareholders, subject to
a solvency test. At the group level, the
contributed surplus is reclassified into its
component of reserves of the underlying
subsidiaries.

(iii) At 31st December 2004, reserves of the
Company available for distribution,
including the contributed surplus, amounted
to HK$97,195,000 (2003: HK$94,802,000).

19. DEFERRED TAXATION

Deferred taxation is calculated in full on temporary
differences under the liability method using a principal
taxation rate of 17.5% (2003: 17.5%).

The movement on the deferred tax liabilities/(assets)
account is as follows:

At 1st January
B—H—H

18. i fld (45)
(b) AAN (#)
() HEHEHGHERZARERS
Pt » HIREREHRAZ
WoF i 2 ] J 47y T B A4
AT 2Z A oy ) 5 T L R 2 25
i 9

(i) ARAFZBABERTIFRAAR A
% B World Trade Bun Kee
(BVI) Ltd. 2 & C %47 3% 48 B i
BEAT Z I Ay TG A B AR A W) i Wt
WA B B A S R R R A
AT ZHZEEFMEM
HHZEHE  MBERE—L
IN—HE AP (RIERT) » 8
BRI R
ZHRZEUT > WS IRT
B - mEEMZRHE L A
Z i EOHT 4 A 5 A R B
i) Z it Ml AL 43 o

(i) R-ZENEF+_H=+—
H > AR % 43 Yk Z AR 2 ] foth Al
(£ 45 S A\ B4%) 297,195,000
Wt (SFEF =4 ¢ 94,802,000
WIL) °

19. ¥E %€ B IH
EHERIE IR EERK17.5% (ZREFZ4E ¢
17.5%) DA £ 5 36 00T Whp 25 A & B4l -

BIEBIHAM (EE) RZEZHWT :
2004 2003
—EFENE —ERF=F
HK$’000 HKS$’000
T#x T T
(963) -

Deferred taxation charged/(credited) to profit and loss account (Note 5)

R R AR GEA) ZEEBLIH (Hf7E5)

45 (963)

At 31st December
RT+ZHA=+—H

(918) (963)
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19. DEFERRED TAXATION (continued) 19. W& 9t B (45)

BEBIHGEEZ ETHWT
AR 5 ) 2 9 9 TR (A ) — BB [ 2
KGR IR B HT) RN Z BB ¢

The movement in deferred tax assets (prior to offsetting
of balances within the same taxation jurisdiction) during

the year is as follows:

Deferred tax assets

HE % B8 B ¥ A
Accelerated tax
depreciation Provisions Total
o L e i it
2004 2003 2004 2003 2004 2003
CRENE CRREE CFRFNE CRFEF CFENE CRREE
HK$’000 HK$'000  HK$’000 HK$'000  HK$’000 HK$000
T#x T#x T#x T#x T#x T8
At st January
#—H—H (259) - (704) - (963) -
Credited to profit and loss account
it A1 - (259) - (704) - (963)
At 31st December
R+ZA=Z+—H (259) (259) (704) (704) (963) (963)
Deferred tax liabilities Accelerated tax depreciation
YE #iE B¢ I £ 0 T 28 2 97 45
2004 2003
—EEWIE “RE=E4E
HK$’000 HK$’000
T#x T#x
As 1st January
“—A—H - -
Charged to profit and loss account
B 4 % 45 =
As at 31st December
R+ZA=+—H 45 -
2004 2003
“RENE TERF=AE
HK$’000 HK$’000
T#x T#
Deferred tax assets
I 2 50 (963) (963)
Deferred tax liabilities
8 20 50 £ A 45 —
(918) (963)

\—H_
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20. CONSOLIDATED CASH FLOW

STATEMENT

(2)

(b)

(©

Reconciliation of profit before taxation to net cash (a)
inflow generated from operations:

20. AT Bl R

B L5 0 0 2 2 B
N1 E2 T

2004 2003
e 2 UK S CRREAg
HK$’000 HK$’000
T # 7 F#
Profit before taxation
B Bt 1 i A1) 60,236 39,551
Depreciation
1,932 1,813
Dividend income from trading securities
A EE®ERZREBRA (88) (172)
Interest expenses
A X 817 1,387
Interest income
A B A (165) (346)
Gain on disposal of property, plant and equipment
GIREL/E N & P& - (239)
Gain on disposal of property held for sale
8 5 A A B B R e 3 2 Wak (4,112) -
Unrealised loss/(gain) on trading securities
HE®BHRZREBER(BF) 41 (721)
Operating profit before changes in working capital
BUERSEIN BB R 58,661 41,273
Increase in inventories
175 W (31,203) (17,177)
Increase in trade and other receivables
5 5 T At JRE WAL £ Kk 484 (22,292) (15,439)
Increase in trade and other payables and accrued charges
S 5 B At JE A 85 7k B M it # ) 56 16,654 10,240
Net cash inflow generated from operations
BEXRBZBEWATH 21,820 18,897
Analysis of changes in financing during the year: (b) EENIEE B S
2004 2003
e 2 J1E S “ERE=4E
HK$’000 HK$’000
T # 7 F#
At 1st January
H—H—H 4,290 =
New bank loan raised
A AT K 4,000 5,000
Repayment of bank loans
1 98 SRAT B 3k (5,290) (710)
At 31st December
HtH=ZH=1+—H 3,000 4,290
Movement of minority interests () SHBRHEKERZEE)

During the year, the share of loss of a subsidiary
by a minority shareholder of approximately
HKS$155,000 is settled through the current account
with the minority shareholder which is included in
other receivables.

AAEFEN > — 4 A BB HROREAG — [
Fi J&§ /) =2 5 48 49 155,000 7 T3 75 18R
LR RZBAEREME > ZRED
A\ FE il JE IR 7

J
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21. OPERATING LEASES

(A)

(B)

AS LESSEE
At 31st December 2004, the Group had future

aggregate minimum lease payments under non-

We H W sk

21. MBEHLZ
(A) fERAERMA
RERRZWNESZH=1—H » KE
V9 R4 5 M S T AR R AN

cancellable operating leases in respect of land and ZHBERIKHSHFNT
buildings as follows:
2004 2003
RN SRR
HK$’000 HK$’000
T#x T#x
Not later than one year
—HEN 8,381 9,469
Later than one year and not later than five years
BOERIAE (BIEHE R A) 709 6,957
9,090 16,426
AS LESSOR (B) MR mAA

The Group leases its investment properties (2003:
property held for sale) under operating leases. At 31st
December 2004, the total future minimum lease
payment receivable under non-cancellable operating
leases within one year is HK$756,000 (2003:
HK$315,000).

22. COMMITMENT

At 31st December 2003, there was outstanding commitment
of HK$8,745,000 to buy Australian dollar by Hong Kong

dollar under forward contracts in order to hedge the

Group’s exposure in Australian dollar arising from

purchases in Australia. There was no outstanding forward

exchange contract at 31st December 2004.

AREMBHEBREYE (ZFR=
B FAEMEREWE)  RZR
FWEFZA=Z+—H » WBE—FN
AL BB AR A 2 H AR g 1K i 4
B % 756,000 6 (R F =4
315,000 J5) ©

22. 7R¥E
RE-RF=ZFTHA=Z+—H > BHAKHN
RIBATZ A5 8,745,000% 7T > 78 DA ¥ o I B
WLTC > DL i A A5 [ DR R O 5 A
WICEE o R _FFNETFHA=+—H >
A 5 [ MG 0 R AT 2 R A B A A
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23.

24,

PENDING LITIGATION

Bun Kee (International) Limited was cited as a defendant
in an action brought by a customer. The Group has filed a
statement of defence. The sum included in the claim
amounted to approximately HK$645,000 plus other related
costs. No further action has been taken by the customer
since November 1999. The directors are of the opinion
that the Group is unlikely to suffer any losses from the

claim and no provision is considered necessary.

RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant
transactions with related parties:

Recurring transactions

Rental expenses paid to:
ME R T
Bun Kee (H.K.) Limited
Wit () AR AW
Bun Kee (China) Limited
Wit () A R4 w

Powerful Agents Limited

23. 1 YL ik

Wad (B B%) A PR A A BE A —F iR 2
TR ZWH o REHMD RBEE R - R
K JE A9 %% 645,000% 7C 55 3 4 FH B & A o
=g+ — AR > %% P I R Uk
— 4Tl c ERERRAREBARGHZRES
ZALAT R 5 W e AR A o
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TRAEA o ACHE B N L AT R A K
25

B 5
2004 2003
ZRENIE ZERRE=4
Note HK$°000 HK$’000
M 7k T# i F#& o
() & (ii) 2,993 2,993
() & (ii) 1,284 1,284
(i) & (ii) 3,604 3,604

@) These companies are beneficially owned and
controlled by certain directors of the Company.
Rentals were paid to these companies for leasing
office premises, retail outlets and warehouses of

the Group.

(ii))  Rental agreements were entered into between the
Group and Bun Kee (H.K.) Limited, Bun Kee
(China) Limited and Powerful Agents Limited under
which these properties were rented to the Group
based on market rates as determined by a firm of

independent property valuers.

Apart from the above, there were no other material related
party transactions entered into by the Group during the

year.

() EEAFABAARLTESERER
Bl o MMBAEMZMAR - F
B REA AR %% A A
ik

()  ALEEKT (FE) FRAR - W
(H ) A PR 2 7 K Powerful Agents
Limited#] SLALA > A Bl 90 25 4% 8 5 )
FEAG AT AT 2 TS LA AL T AR
[H o

B B SCRTA AL > AR R Y AR P S S8 3 17 LAt
HEREABALRS
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25.

26.

NOTES TO THE ACCOUNTS

BANKING FACILITIES

The Group had aggregate banking facilities of
approximately HK$239,125,000 as at 31st December 2004
(2003: HK$225,125,000) for overdrafts, term loans and
other trade finance facilities. Banking facilities utilised as
at 31st December 2004 amounted to approximately
HK$84,801,000 (2003: HK$74,566,000). The banking
facilities were secured by corporate guarantees from the
Company, and investment properties with a carrying value
of approximately HK$16,800,000.

We H W sk

25. R4y

RoZFNE A=+ —H > REEZH
A7 il 36 £9239,125,0009 70 (BB =4
225,125,000% 7¢) » Ko EAHEE X - EH K
A G ME - R_RRNET A=
T—H > BB HAT R 47£84,801,000
Wt (ZFR =4 ¢ 74,566,000%00) © $R17
Tl A 2 ) R 1 2 ] A R % R T A
16,800,000% 7T F 38 % 4 3£ AF #L -

SECURED BANK LOAN 26. A7 {0 SRAT £ K
2004 2003
ZERENE TERE=S
HKS$’000 HK$’°000
T#x T#x
The analysis of the above is as follows:
AR EERZAHWMT
Secured bank loan
A% SR AT Bk
Wholly repayable within one year
A4 N 2B 1,333 4,290
More than two years, but not exceeding five years
T A DL B AER 0 T4 1,667 -
3,000 4,290

At 31st December 2004, the bank loan was secured by the
investment properties. At 31st December 2003, the bank

loan was secured by the property held for sale.

REFZNEH A=+ —H o AEEZR
TR DB E W AT - T T =41
ZHEt B SUTRAR R AR E R R
P AT




NOTES TO THE ACCOUNTS
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27. ULTIMATE HOLDING COMPANY 27. B PE B A ]
The Directors regard On Top Industrial Limited, a B D I A A R R L 2 A W] —
company incorporated in the British Virgin Islands, as On Top Industrial Limited % & £ 2 it A &) ©

being the ultimate holding company.

28. APPROVAL OF ACCOUNTS 28. ik H #it &%

The accounts were approved by the board of directors HHRFOR _FRLE=EHA=1T— HMBEER
on 31st March 2005. H e




