NOTES TO THE FINANCIAL STATEMENTS
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31 December 2004 —EENFF=—A=+—H

CORPORATE INFORMATION

The principal place of business of China Haidian
Holdings Limited is located at Suite 2701-2705 &
2715-2716, 27th Floor, Two International Finance
Centre, 8 Finance Street, Central, Hong Kong.

During the year, the Group was involved in the

following principal activities:

o property development

U manufacture and distribution of watches and
timepieces

U manufacture and distribution of timber
products

U property investment

There were no significant changes in the nature of

the Group’s principal activities during the year.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Impact of recently issued Hong Kong Financial
Reporting Standards

The Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) has issued a number
of new and revised Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards,
hereinafter collectively referred to as the “New
HKFRSs”, which are generally effective for
accounting periods beginning on or after 1 January
2005. The Group has not early adopted the New
HKFRSs in the financial statements for the year
ended 31 December 2004. The Group has already
commenced an assessment of the impact of the
New HKFRSs. Except for the impact of
Interpretation 24 as further detailed below, the
Group is not yet in a position to state whether the
New HKFRSs would have a significant impact on
its results of operations and financial position.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impact of recently issued Hong Kong Financial

Reporting Standards (continued)

Subsequent to the balance sheet date, in March
2005, the HKICPA issued Interpretation 24,
“Revenue — Pre-completion Contracts for the Sale
of Development Properties’’, which is effective for
the pre-completion contracts for sale of
development properties entered into on or after 1
January 2005. Interpretation 24 generally requires
revenue from the sale of properties to be
recognised when the significant risks and rewards
of ownership of the properties have been
transferred to the buyers and the Group maintains
neither managerial involvement to the degree
usually associated with ownership, nor effective
control over the properties sold, which is usually
at the time when the Group has no further
substantial acts to complete under the contracts.
The Group’s accounting policies for pre-completion
contracts prior to adoption of Interpretation 24 are
detailed under “Properties under development” and

“Revenue recognition” below.

The directors have determined not to early adopt
Interpretation 24 and will not apply Interpretation
24 retrospectively to pre-completion contracts for
the sale of development properties entered into
before 1 January 2005 when adopting
Interpretation 24 in the preparation of the financial
statements for the year ending 31 December 2005.

Should the Interpretation be early adopted in the
financial statements, the turnover and cost of sales
would be reduced by HK$217,920,000 and
HK$172,109,000, respectively. In addition, tax
charge would also be reduced by HK$13,475,000.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (which also include Statements of
Standards Accounting Practice and Interpretations)
issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. They have been prepared under the
historical cost convention, except for the periodic
remeasurement of investment properties and
certain equity investments as further explained
below.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries for the year ended 31 December 2004.
The results of subsidiaries acquired or disposed
of during the year are consolidated from or to their
effective dates of acquisition or disposal,
respectively. All significant intercompany
transactions and balances within the Group are
eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the results and net assets of the
Company’s subsidiaries.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsidiaries

A subsidiary is a company whose financial and
operating policies the Company controls, directly
or indirectly, so as to obtain benefits from its
activities.

The results of subsidiaries are included in the
Company’s profit and loss account to the extent
of dividends received and receivable. The
Company’s interests in subsidiaries are stated at
cost less any impairment losses.

Joint venture companies

A joint venture company is a company set up by
contractual arrangement, whereby the Group and
other parties undertake an economic activity. The
joint venture company operates as a separate entity
in which the Group and the other parties have an
interest.

The joint venture agreement between the venturers
stipulates the capital contributions of the joint
venture parties, the duration of the joint venture
and the basis on which the assets are to be
realised upon its dissolution. The profits and losses
from the joint venture company’s operations and
any distributions of surplus assets are shared by
the venturers, either in proportion to their
respective capital contributions, or in accordance
with the terms of the joint venture agreement.
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.

POLICIES (continued)
Joint venture companies (continued)
A joint venture company is treated as:

(a) a subsidiary, if the Group has unilateral
control, directly or indirectly, over the joint

venture company;

(b) a jointly-controlled entity, if the Group does
not have unilateral control, but has joint
control, directly or indirectly, over the joint

venture company;

(c) an associate, if the Group does not have
unilateral or joint control, but holds, directly
or indirectly, generally not less than 20% of
the joint venture company’s registered
capital and is in a position to exercise
significant influence over the joint venture

company; or

(d) a long term investment, if the Group holds,
directly or indirectly, less than 20% of the
joint venture company’s registered capital
and has neither joint control of, nor is in a
position to exercise significant influence
over, the joint venture company.

Associates

An associate is a company, not being a subsidiary
or a jointly-controlled entity, in which the Group
has a long term interest of generally not less than
20% of the equity voting rights and over which it
is in a position to exercise significant influence.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

The Group’s share of the post-acquisition results
and reserves of associates is included in the
consolidated profit and loss account and
consolidated reserves, respectively. The Group’s
interests in associates are stated in the
consolidated balance sheet at the Group’s share
of net assets under the equity method of
accounting, less any impairment losses.

The results of associates are included in the
Company’s profit and loss account to the extent
of dividends received and receivable. The
Company’s interests in associates are treated as
long term assets and are stated at cost less any
impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the acquisition
over the Group’s share of the fair values of the
identifiable assets and liabilities acquired as at the
date of acquisition.

Goodwill arising on acquisition is recognised in
the consolidated balance sheet as an asset and
amortised on the straight-line basis over its
estimated useful life of 10 years.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill (continued)

Prior to the adoption of SSAP 30 “Business
combinations” in 2001, goodwill arising on
acquisitions was eliminated against the
consolidated reserves in the year of acquisition.
On the adoption of SSAP 30, the Group applied
the transitional provision of the SSAP that
permitted such goodwill to remain eliminated
against the consolidated reserves. Goodwill on
acquisitions subsequent to the adoption of the
SSAP is accounted for according to the goodwill

accounting policy above.

On disposal of subsidiaries, the gain or loss on
disposal is calculated by reference to the net
assets at the date of disposal, including the
attributable amount of goodwill which remains
unamortised and any relevant reserves, as
appropriate. Any attributable goodwill previously
eliminated against the consolidated reserves at the
time of acquisition is written back and included in
the calculation of the gain or loss on disposal.

The carrying amount of goodwill, including goodwill
remaining eliminated against the consolidated
reserves, is reviewed annually and written down
for impairment when it is considered necessary. A
previously recognised impairment loss for goodwill
is not reversed unless the impairment loss was
caused by a specific external event of an
exceptional nature that was not expected to recur,
and subsequent external events have occurred

which have reversed the effect of that event.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

Parties are considered to be related if one party
has the ability, directly or indirectly, to control the
other party or exercise significant influence over
the other party in making financial and operating
decisions. Parties are also considered to be related
if they are subject to common control or common
significant influence. Related parties may be

individuals or corporate entities.
Impairment of assets

An assessment is made at each balance sheet
date of whether there is any indication of
impairment of any asset, or whether there is any
indication that an impairment loss previously
recognised for an asset in prior years may no
longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount
is estimated. An asset’s recoverable amount is
calculated as the higher of the asset’s value in
use and its net selling price.

An impairment loss is recognised only if the
carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged
to the profit and loss account in the period in
which it arises, unless the asset is carried at a
revalued amount, when the impairment loss is
accounted for in accordance with the relevant

accounting policy for that revalued asset.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of assets (continued)

A previously recognised impairment loss is reversed
only if there has been a change in the estimates
used to determine the recoverable amount of an
asset, however not to an amount higher than the
carrying amount that would have been determined
(net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is
credited to the profit and loss account in the period
in which it arises, unless the asset is carried at a
revalued amount, when the reversal of the
impairment loss is accounted for in accordance
with the relevant accounting policy for that revalued
asset.

Fixed assets and depreciation

Fixed assets, other than investment properties and
construction in progress, are stated at cost less
accumulated depreciation and any impairment
losses. The cost of an asset comprises its
purchase price and any directly attributable costs
of bringing the asset to its working condition and
location for its intended use. Expenditure incurred
after fixed assets have been put into operation,
such as repairs and maintenance, is normally
charged to the profit and loss account in the period
in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has
resulted in an increase in the future economic
benefits expected to be obtained from the use of
the fixed asset, the expenditure is capitalised as
an additional cost of that asset.

annual report 2004 | 52 |

TESHREBE (B0

EERME (&)

SRIFMUBEEEM AT RO S EAER
e &R Z AR AR E B 1R T8
B RO RN SBEBMBEFELE
BEBRRBEBENEETNREE (KH
FRAEMATE,HH) - B mEREBER A
ETHRNBRERAR BRIEEREME
SRR R EEBREDRIEMEGEEZ AR
GETBRRIIBR-

BEEERITE

REMERERZIRAINZEEEETIR
AR R ITE RAEMBEERR BE
KEBERBEBRLSZBEEEZEH
BERBEERR RSB ER B X ES
%KOEEE?&J\EVE?&EEWS‘Z&‘&D
EEEREERE — RO AREXH
EEFENER EEW i BE B AR F X
AT 5| BUE 6 A % TR B E B EE T s R O 7B
HIR R BN a5 A PTIB N RIAS 5% 5 52 ot 7
FERN BIEARMEBETEEEMNBEINKA

TEMEF R



NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fixed assets and depreciation (continued)

Depreciation is calculated on the straight-line basis
to write off the cost of each asset, less any
estimated residual value, over its estimated useful
life. The principal annual rates used for this purpose

are as follows:

Leasehold land Over the lease terms

Buildings 2% to 15%

Leasehold improvements 10% or over the
remaining lease term,
whichever is shorter

Plant and machinery 6% to 25%

Furniture, fixtures and 10% to 25%
office equipment

Motor vehicles 20% to 25%

The gain or loss on disposal or retirement of a
fixed asset recognised in the profit and loss
account is the difference between the net sales
proceeds and the carrying amount of the relevant
asset.

Construction in progress represented a building
under construction, which was stated at cost less
any impairment losses and was not depreciated,
was written off during the year. Cost comprised
the direct costs of construction and capitalised
borrowing costs on related borrowed funds during
the period of construction.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment properties

Investment properties are interests in land and
buildings in respect of which construction work
and development have been completed and which
are intended to be held on a long term basis for
their investment potential, any rental income being
negotiated at arm’s length. Such properties are
not depreciated and are stated at their open market
values on the basis of annual professional
valuations performed at the end of each financial
year, except where the unexpired term of the lease
is 20 years or less, in which case depreciation is
provided on the then carrying amount over the

remaining term of the lease.

Changes in the values of investment properties
are dealt with as movements in the investment
property revaluation reserve. If the total of this
reserve is insufficient to cover a deficit, on a
portfolio basis, the excess of the deficit is charged
to the profit and loss account. Any subsequent
revaluation surplus is credited to the profit and
loss account to the extent of the deficit previously
charged.

On disposal of an investment property, the relevant
portion of the investment property revaluation
reserve realised in respect of previous valuations

is released to the profit and loss account.

Properties under development

Properties under development are stated at cost
which includes all development expenditure,
interest charges and other costs directly
attributable to such properties.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Properties under development (continued)

Properties under development which have been
sold prior to completion (“pre-sold”) are stated at
cost plus attributable profits less any foreseeable

losses, and deposits and instalments received.

When properties under development have been
pre-sold, the total estimated profit is apportioned
over the entire period of construction to reflect
the progress of the development. On this basis,
profit recognised on the pre-sold portion of the
properties is calculated by reference to the
proportion of construction costs incurred up to
the balance sheet date, to the estimated total
construction costs to completion, but is limited to
the amount of sales deposits and instalments

received and with due allowance for contingencies.

Properties under development which have either
been pre-sold or which are intended for sale, and
are expected to be completed within one year from
the balance sheet date, are classified as current
assets.

Operating leases

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Where the
Group is the lessor, assets leased by the Group
under operating leases are included in non-current
assets and rentals receivable under the operating
leases are credited to the profit and loss account
on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable
under the operating leases are charged to the profit
and loss account on the straight-line basis over
the lease terms.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment securities

Investment securities represent investments in
listed equity securities intended to be held for a
continuing strategic and long term purpose, and
are stated at cost less any impairment losses, on
an individual investment basis.

When a decline in the fair value of a security below
its carrying amount has occurred, unless there is
evidence that the decline is temporary, the carrying
amount of the security is reduced to its fair value,
as estimated by the directors. The amount of the
impairment is charged to the profit and loss
account for the period in which it arises. When
the circumstances and events which led to the
impairment in value cease to exist and there is
persuasive evidence that the new circumstances
and events will persist for the foreseeable future,
the amount of the impairment previously charged
is credited to the profit and loss account to the

extent of the amount previously charged.

Long term investment

Long term investment represents the Group’s
interest in its former subsidiary in the People’s
Republic of China (“PRC”) which is intended to be
held on a long term basis and is stated at the
Group’s share of its net assets value at the time
of its transfer to long term investment, less any

impairment losses.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Short term investments

Short term investments are investments in equity
securities held for trading purposes and are stated
at their fair values on the basis of their quoted
market prices at the balance sheet date, on an
individual investment basis. The gains or losses
arising from changes in the fair value of a security
are credited or charged to the profit and loss

account in the period in which they arise.

Inventories

Inventories are carried at the lower of cost and
net realisable value. Cost is determined on the
weighted average basis and, in the case of work
in progress and finished goods, comprises direct
materials, direct labour and an appropriate
proportion of overheads. Net realisable value is
based on estimated selling prices less any
estimated costs to be incurred to completion and

disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow
statement, cash and cash equivalents comprise
cash on hand and demand deposits, and short
term highly liquid investments which are readily
convertible into known amounts of cash and which
are subject to an insignificant risk of changes in
value, and have a short maturity of generally within
three months when acquired, less bank overdrafts
which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and
cash equivalents comprise cash on hand and at
banks, including term deposits, which are not
restricted as to use.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax

Income tax comprises current and deferred tax.
Income tax is recognised in the profit and loss
account, or in equity if it relates to items that are
recognised in the same or a different period directly

in equity.

Deferred tax is provided, using the liability method,
on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting

purposes.

Deferred tax liabilities are recognised for all taxable

temporary differences:

o except where the deferred tax liability arises
from goodwill or the initial recognition of an
asset or liability in a transaction that is not
a business combination and, at the time of
the transaction, affects neither the
accounting profit nor taxable profit or loss;
and

U in respect of taxable temporary differences
associated with investments in subsidiaries
and associates, except where the timing of
the reversal of the temporary differences can
be controlled and it is probable that the
temporary differences will not reverse in the

foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognised for all
deductible temporary differences, carryforward of
unused tax assets and unused tax losses, to the
extent that it is probable that taxable profit will be
available against which the deductible temporary
differences, and the carryforward of unused tax
assets and unused tax losses can be utilised:

. except where the deferred tax asset relating
to the deductible temporary differences
arises from negative goodwill or the initial
recognition of an asset or liability in a
transaction that is not a business
combination and, at the time of the
transaction, affects neither the accounting

profit nor taxable profit or loss; and

U in respect of deductible temporary
differences associated with investments in
subsidiaries and associates, deferred tax
assets are only recognised to the extent
that it is probable that the temporary
differences will reverse in the foreseeable
future and taxable profit will be available
against which the temporary differences can
be utilised.

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 profit will be available to allow all
or part of the deferred tax asset to be utilised.
Conversely, previously unrecognised deferred tax
assets are recognised to the extent that it is
probable that sufficient taxable profit will be
available to allow all or part of the deferred tax
asset to be utilised.

Bt 7% R &k K &

—EENFEL—A=+—H

TESHREBE (B0

Frig# (

il

)

RATREAER B s M BN A R E R =5
LA MEEN RS AR BAEE LT AR
BE SRMANMREREERRSAN
MEEEERBEBEEERIDELHRE
=

. HAEREELNAHRERZEN
BEEMBEERN —HRX H (X755
BORIN) ETRIAEREENK
BE MEXZEL NS EML
FERBUR N B RBR T EERIN
54

. EHMBE AR EBEERARNKRES
EENAIMERSEZR BEXEREER
EARRERZHRAAERAER
75 2 % [ K2 R ) A R B A DA 4R
e EEREER-

EXEHBREENREENSEEE AT
WA BRI REB & 59 M8 SR Bk A1) A 5 85 P
BAMOBEERBEER T AR -HR-
BERBRRELERAEER LR RHE
R N AR A B B D RIE R IR E B
R T A B R -

annual report 2004 | 59 | —EENFER



NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply to the
period when the asset is realised or the liability is
settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the
balance sheet date.

Revenue recognition

Revenue is recognised when it is probable that
the economic benefits will flow to the Group and
when the revenue can be measured reliably, on
the following bases:

(a) Income from the pre-sale of properties
under development, on the exchange of
legally binding sale contracts, provided that
the construction work has progressed to a
stage where the ultimate realisation of profit
can be reasonably determined, and on the
basis set out in “Properties under

development” above;

(b) Income from the sale of goods, when the
significant risks and rewards of ownership
have been transferred to the buyer, provided
that the Group maintains neither managerial
involvement to the degree usually
associated with ownership, nor effective

control over the goods sold;

(c) Rental income, on a time proportion basis
over the lease terms;
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

(d) Interest income, on a time proportion basis
taking into account the principal outstanding
and the effective interest rate applicable;
and

(e) Dividend income, when the shareholders’
right to
established.

receive payment has been

Employee benefits
Paid leave carried forward

The Group provides paid annual leave to its
employees under their employment contracts on a
calendar year basis. Under certain circumstances,
such leave which remains untaken as at the
balance sheet date is permitted to be carried
forward and utilised by the respective employees
in the following year. An accrual is made at the
balance sheet date for the expected future cost of
such paid leave earned during the year by the
employees and carried forward.

Employment Ordinance long service payments

Certain of the Group’s employees have completed
the required number of years of service to the
Group in order to be eligible for long service
payments under the Hong Kong Employment
Ordinance in the event of the termination of their
employment. The Group is liable to make such
payments in the event that such a termination of
employment meets the circumstances specified in
the Hong Kong Employment Ordinance.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continued)

Provident fund schemes and other retirement
benefits

The Group operates a defined contribution staff
retirement scheme (the “ORSO Scheme”) for
certain of its employees, the assets of which are
held separately from those of the Group in an
independently administered fund. Contributions are
made based on a percentage of the eligible
employees’ basic salaries and are charged to the
profit and loss account as they become payable
in accordance with the rules of the ORSO Scheme.
When an employee leaves the ORSO Scheme prior
to his/her interest in the Group’s employer
contributions vesting fully, the ongoing
contributions payable by the Group can be reduced

by the relevant amount of forfeited contributions.

The Group also operates a defined contribution
retirement benefits scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible
to participate in the MPF Scheme not previously
covered by the ORSO Scheme. Contributions are
made based on a percentage of the employees’
basic salaries and are charged to the profit and
loss account as they become payable in
accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately
from those of the Group in an independently
administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the MPF Scheme.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continued)

Provident fund schemes and other retirement
benefits (continued)

The employees of the Group’s subsidiaries which
operate in Mainland China of the People’s Republic
of China (“Mainland China”) are required to
participate in a central pension scheme operated
by the local municipal government. The subsidiaries
are required to contribute a certain percentage of
the payroll costs to the central pension scheme.
The contributions are charged to the profit and
loss account as they become payable in
accordance with the rules of the central pension
scheme.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, i.e., assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such
borrowing costs ceases when the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from
the borrowing costs capitalised.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies

Foreign currency transactions are recorded at the
applicable exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated
in foreign currencies at the balance sheet date are
translated at the applicable exchange rates ruling
at that date. Exchange differences are dealt with

in the profit and loss account.

On consolidation, the financial statements of
overseas subsidiaries and associates are translated
into Hong Kong dollars using the net investment
method. The profit and loss accounts of overseas
subsidiaries and associates are translated into
Hong Kong dollars at the weighted average
exchange rates for the year, and their balance
sheets are translated into Hong Kong dollars at
the exchange rates ruling at the balance sheet
date. The resulting translation differences are
included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow
statement, the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the
exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted

average exchange rates for the year.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

3.

SEGMENT INFORMATION

Segment information is presented by way of two
segment formats: (i) on a primary segment
reporting basis, by business segment; and (i) on
a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured
and managed separately, according to the nature
of their operations and the products and services
they provide. Each of the Group’s business
segments represents a strategic business unit that
offers products and services which are subject to
risks and returns that are different from those of
the other business segments. Summary details of
the business segments are as follows:

(a) property development (note);

(b) manufacture and distribution of watches and
timepieces;

(c) manufacture and distribution of timber
products;

(d) property investment (note); and

(e) corporate and others segment, comprising
corporate income and expense items and
other businesses.

Note:

In last year, the property development business and the
property investment business were disclosed together
as a single business segment, “Property development
and investment”. In current year, in order to better reflect
the performance of the property development business,
which contributed substantially to the Group’s results of
operations, the segment information of property
development business and property investment business
are separately disclosed as two business segments.

In determining the Group’s geographical segments,
revenues are attributed to the segments based on
the location of the customers, and assets are
attributed to the segments based on the location
of the assets.
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

—EENFEL—A=+—H

3.  SEGMENT INFORMATION (continued) 3. SZEER M@
(a) Business segments (a) EBoE
The following tables present revenue, profit/ TRENAEBREB B2 WA
(loss) and certain asset, liability and wH (BE)RETEE BER
expenditure information for the Group’s Sz & #t e
business segments.
Group
.31 |
Property Watches and Timber Property Corporate
development timepieces products investment and others Consolidated
NE3R ERLBTER ANER NERE AAREM &4
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CEEME CEESHF CSEME CEESHE “EEME CESSH CEEME CTESF CEEME -E8CF CEEME -EB=F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr  TAr  TAr  TEr  FEr  FEr  FEr  TEr  TEr  TEr  TAr TEn
Segment revenue:  ABMA:
Sales to external WIRRF
customers HE 217,920 - 104,538 85133 194119 195314 5,212 4133 2,013 3,298 523802 287,878
Other revenue EHUA 30 - 497 833 6,844 10,530 - 15 556 8,658 7,921 20,036
Total @ 217,950 - 105,035 85,966 200,963 205,844 5,212 4148 2,569 11,956 531,729 307,914
Seqment results HELE 3,187 S99 (B65) @) (7) 19862 (5610) 3088 (22404) 317 (38,756)
Finance costs HHER (10,382)  (8,851)
Write-back of BOEmENR
provision for an Bigk
other receivable - 16,382
Profit/loss) before tax AT/
(B8) 27,350 (31,205)
Tax %8 (15933)  (661)
Profit/(loss) before AR D EKER
minority interests R EEA|/
(B8) 11417 (31,886)
Minority interests PHRRER (44) (108)
Net profit/oss) from R EREME—f&
ordinary activites £ B4F/
attributable to (BBER)
shareholders 11,373 (31,994)
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NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

31 December 2004 —EEmFE+-_A=+—H
3.  SEGMENT INFORMATION (continued) 3. SZEER M@
(a) Business segments (continued) (a) ¥E¥2%E(HE)
Group
i50
Property Watches and Timber Property Corporate
development timepieces products investment and others Consolidated
NEYR ERRRHER AHER NERE AAREM &4

2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
“REQRE CER=KF _REQMF CER-KF CDIME CERSF CEIQME CE9SF CIEIQME CEI-F CRERA CERCF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK8'000  HKS'000  HK8'000  HK$'000
Tér  TEr  TEr  TEr  TEr  TEr  TEr  TEr  TEr TEr TEr TEx

Segment assets PEEE 402,010 332,046 73,238 72,934 291,582 316,613 86,347 68,943 284,310 373,167 1,137,547 1,163,703
Segment liabilities PEEE 194,256 281,379 27,852 29,113 39,444 42,372 15,221 5696 359,760 358497 636,533 667,057
Other segment EAEAR:
information:
Depreciation ik 234 - 2,741 3,056 19,046 13,743 - 1,603 1,929 248 23,950 18,650
Amortisation of HEEY
goodwil - - - - 584 438 - - - - 584 438

Deficit/surplus) on ~~ EfERENE

revaluation of Bit/ (&%)

investment

properties - - - - - - (17,224) 2,495 - - (17,224) 2,495
Impairment/(reversal ~ EE EEHE/

of impairment) of  (BERfE)

fied assets - . - o4 . . . - e S pIeT) 2.0
Impairment of REESRE

investment

securities - - - - - - - - - 20,000 - 20,000
Provision for FERE

inventories - - 3,298 4143 8,750 - - - - - 12,048 4143
Provision for bad REBARE

and doubtful debts - - - - - 37,185 - 580 - - - 37,765
Capital expenditure ~ EREY 2,221 - 1,199 7,334 4,002 316 - 16,382 2,414 321 9,836 24,353

annual report 2004 | 67 | —EENFER



NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFEL—A=+—H
3.  SEGMENT INFORMATION (continued) 3. ZSEEHNGE
(b) Geographical segments (b) i E 538
The following table presents revenue and THREINAERZMESF 2 WA
certain asset and expenditure information LETEEHRMAZER-

for the Group’s geographical segments.

Group
£%8
Hong Kong Mainland China Consolidated
£ PEAE g4
2004 2003 2004 2003 2004 2003
“EENF -RRSF -BINF -BISF CIIMEF -RR=F

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TATL TATL TATL TATL TATL TAL

Segment revenue: PEMA:
Sales to external customers  FASNEEEHE 45,411 44587 478,391 243,291 523,802 287,878

Other segment information: ~ Ef A EE R
Segment assets PEEE 198,406 338,038 939,141 825665 1,137,547 1,163,703
Capital expenditure AERRY 2,415 24 7,421 24,329 9,836 24,353
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31 December 2004

4.

TURNOVER AND REVENUE

Turnover represents the net invoiced value of

NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

—EENFEL—A=+—H

4. EEBERIWA

EERBEDNENRERRESTMZELE

goods sold, after allowances for returns and trade mEERFE HEERTUEMSWAHEES
E

discounts, an appropriate proportion of revenue

from sale of properties under development, interest

income and rental income received and receivable.

An analysis of turnover and other revenue is as

B AR B W R FEWA BA RS WA

EEBREMBARKEZ AN T:

follows:
Group
KEHE
2004
—E2ENE —EE=-HF
HK$’000 HK$’000
FET FET
Turnover BEH
Sale of goods EmitE 298,657 279,253
Sale of properties under BRAMEHEE
development 217,920 -
Gross rental income e WALz 5,212 5,327
Interest income B A 2,013 3,298
523,802 287,878
Other revenue Haug A
Dividend income from listed ERERERERA
investments 537 340
PRC value-added tax refund R [BlH BEE R 5,384 9,816
Claim received (note) EWRE (HaE) - 8,233
Incentive bonus received from W E B o B BT 2 SR FE AT
the PRC government - 942
Others Hith 2,006 705
7,927 20,036
531,729 307,914
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

TURNOVER AND REVENUE (continued)

Note:

On 25 June 1997, the Company entered into a sale and
purchase agreement (the “Goodnice Agreement”) with
G. Yean Group Limited (“G Yean”), an independent third
party, pursuant to which the Group agreed to acquire
the entire issued share capital of Goodnice International
Limited (“Goodnice”), a company incorporated in Hong
Kong, at a consideration of HK$140 million, satisfied by
the issuance of 107,692,308 ordinary shares of the
Company at a price of HK$1.30 per share.

Goodnice was engaged in the manufacture of computer
keyboards. Pursuant to the Goodnice Agreement, G Yean
provided profit guarantees in respect of Goodnice to the
Company for the three years ended 31 December 1999.
Following a shortfall of the net profit after tax of Goodnice
compared to the guaranteed amount for the year ended
31 December 1999, the Company claimed from G Yean
a total of approximately HK$50 million (the “Claim”) and
initiated legal proceedings against G Yean for the Claim
in 2001. Due to the uncertainty on the outcome of the
Claim, the claimed amount was not reflected as a
receivable in prior years’ financial statements.

On 8 August 2003, a settlement deed (the “Deed”) was
entered into between the Company and G Yean in
respect of the settlement of the Claim and a total of
HK$8,233,000 was received from G Yean during the
year ended 31 December 2003 as full settlement of the
Claim.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

5.

Bt 7% R &k K &

—EENFEL—A=+—H

PROFIT/(LOSS) FROM OPERATING ACTIVITIES 5. &eEEAN(FE)

The Group’s profit/(loss) from operating activities AEBZEERN (B1E) BNk (5
is arrived at after charging/(crediting): A) NEEIE:
2004 2003
“EENE Z—ZEB=F
Notes HK$’000 HK$’000
M &t FET FHET
Cost of inventories sold** ERTFERAR 426,332 223,046
Depreciation e 12 23,950 18,550
Amortisation of goodwill* R 13 584 438
Minimum lease payments under THREFLEEEY
operating leases in respect of HTREBLORE
land and buildings 4,853 2,673
Auditors’ remuneration % B 6D B & 1,350 950
Staff costs (excluding directors’ BINAK (CTEIE
remuneration (note 7)) EEMe (WaE7))
Wages and salaries I;§&iﬁM‘\ 43,596 41,874
Provident fund contributions NEEHERK 2,539 2,056
Less: Forfeited contributions Bt IR W B R 61) (31)
Net provident fund contributions NESHFFRE 2,478 2,025
Total staff costs N = N 46,074 43,899
Gross rental income He W ABE 5,212 5,327
Less: Outgoings B S2 H (1,450) (1,173)
Net rental income Ml AF58 3,762 4,154
Unrealised gain on short term listed RHEmEERER
investments* Wz~ (1,699) -
Gain on disposal of short term listed HESH FHERRE>
investments* & (515) -
Gain on disposal/write-off of fixed EE/MEETEEE
assets, net* Wz 5 8E (1,285) (21,021)
Deficit/(surplus) on revaluation of BEMEB-HEBL
investment properties* (BR)* 12 (17,224) 2,495
Impairment/(reversal of impairment) BEE&EERE
of fixed assets* CRERRm)* 12 (21,671) 2,034
Impairment of investment securities* & & & F IR E* - 20,000
Gain on disposal of subsidiaries* HEMBART zWaE" 32(a) (59) -
Provision for inventories** FERE 12,048 4,143
Provision for bad and doubtful debts* R IZEBE & {#&* - 37,765
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

6.

PROFIT/(LOSS) FROM OPERATING ACTIVITIES 5.
(continued)

*

These amounts are included in “Other operating
income/(expenses), net” on the face of the
consolidated profit and loss account.

> Cost of inventories sold includes HK$45,414,000
(2003: HK$34,052,000) relating to staff costs,
depreciation, provision for inventories and
minimum lease payments under operating lease
in respect of land and buildings, which is also
included in the respective total amounts disclosed
separately above for these types of expenses.

rERAN,(BE) (&)

*%

—EENFEL—A=+—H

WEHBLFAGEE BB K [BEMELE

WA (L) FEEIA-

EHGFERABITHETHK A WE 77
EREEL M RIEFALHLIET K
A HE BB 245,414,0008 7T (= F
T =4 :34,052,000/8 ) © L X B BiE
EHTHER BT EEAAE-

FINANCE COSTS 6. HMBEA
Group
KE
2004 2003
—EENEF —E2Z2=
HK$’000 HK$’000
FAET FE&T
Interests on bank and other loans AFRBEEN 2 RIT
wholly repayable within five years REMEFHFE 27,795 8,851
Less: Interest capitalised OB F BT E AR (17,413) -
10,382 8,851
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

7. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed

pursuant to the Rules Governing the Listing of

Bt 7% R &k K &

—EENFEL—A=+—H

ExM<

REEEBMARZMBERARESF LR
AI(TEMRA) REEREEHIE 16115

Securities on The Stock Exchange of Hong Kong FECFAESTHESBOT:
Limited (the “Listing Rules”) and Section 161 of
the Hong Kong Companies Ordinance, is as
follows:
Group
rEH
2004 2003
—EENEF —EE=F
HK$’000 HK$'000
FAET FE&T
Fees e 158 100
Other emoluments: H At &
Salaries, allowances and benefits Fe EZMREDM=
in kind 5,470 3,603
Provident fund contributions RIKE ET &R 14 -
5,484 3,603
5,642 3,703

Fees are all payable to the non-executive directors.
There were no other emoluments payable to the

non-executive directors during the year (2003: Nil).
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

7. DIRECTORS’ REMUNERATION (continued)

The number of directors whose remuneration fell
within the following bands is as follows:

—EENFEL—A=+—H

EsME (|

e FTIBECEEABMT:

Number of directors
EEZAY
2004 2003
—2ENE  —BB=F

Nil - HK$1,000,000 £ % 1,000,000/ 7T 10

HK$1,000,001 - HK$1,500,000 1,000,0017% 7T £ 1,500,000/ 7T

HK$1,500,001 - HK$2,000,000 1,500,001/ 7T £ 2,000,000 7T 1 -
13 5

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.

8. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year
included four (2003: two) directors, details of
whose remuneration are set out in note 7 above.
Details of the remuneration of the remaining one
(2008: three) non-director, highest paid employee

for the year are as follows:

FRALTBREFHRRARETHRRERNME 2
ke

TERGHMAL

Eﬁqﬁ%ﬂ—%—%ﬁﬁ@ﬂ/\iqﬂ Hpms (ZF

=F ME)REE REZHEER L
YM¢E£7&E§°¢Wﬁﬁ$—%(_§T F:
ZR)REFMEEEALTZHeFEN
T

Group

KE
2004 2003
—EEME —EE=F
HK$’000 HK$’000
FET FH#E T

Salaries, allowances and benefits Fe EZAREYHE

in kind 785 2,735
Provident fund contributions RIRK® T8l - 34
785 2,769
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

FIVE HIGHEST PAID EMPLOYEES (continued)

The number of non-director, highest paid
employees whose remuneration fell within the

following band is as follows:

Bt 7% R &k K &

—EENFEL—A=+—H

EEBSHFMAL (8

MenF TSRz &aFMIEEFRE
AR

Number of employees

BEAE
2004 2003
—EENF —EE=F
Nil — HK$1,000,000 = % 1,000,000 7T 1 3

TAX

For the year ended 31 December 2004, Hong Kong
profits tax for the Group has been provided at the
rate of 17.5% on the estimated assessable profits
arising in Hong Kong during the year. For the year
ended 31 December 2003, no provision for Hong
Kong profits tax has been made as the Group did
not generate any assessable profits arising in Hong
Kong during that year. The subsidiaries established
in the PRC are subject to income taxes at tax
rates ranging from 15% to 33%. For the year ended
31 December 2003, certain of the Company’s
subsidiaries established in the PRC enjoyed income
tax exemptions and reductions, in accordance with
the relevant tax rules and regulations in the PRC.
Such tax exemptions and reductions expired from
1 January 2004.

BiI1H

REZE_ZZENF+_A=+—HILFE"
AEBRFARBBELE Z B ERT G
MR EAT 5% E LB AN SR BEE - A
EZEE=FF+A=+—HLEFE R
AREE W ENEFEELEFERTUE N 8
W EAEHHER F BN SR EE NP BEXZ
Z B AR AR 15%E33% 2 B RGN B
BHR-RBE-_ZT=F+_A=1+—BLLF
E-ZRPEEENRBRAIERE NAF
ETHRPERZIZHBRRATZEMEHR
REAR LR R -BRARARELRRE R =
EEME-—R—HBHE®-
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

9.

TAX (continued) 9.

Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the
countries in which the Group operates, based on
existing legislation, interpretations and practices
in respect thereof.

—ETEmNEFEF+=-A=+—H
BiE (#|)
REAMME Z ERTEMNRIB IR AR EE

REXRBCBARZBTHRERBEE M 2R
TED BB RIEAE-

Group
rE
2004 2003
“EENE Z—ZEB=F
HK$’000 HK$’000
FET FET
Current tax charge for the year: FAMBAMESZ L
Hong Kong B 34 -
Elsewhere H 3 (@ 15,797 1,661
Underprovision of current tax in BEFENHRIBERETZE
respect of prior years 102 -
Deferred tax credit BELEHIBE R - (1,000)
Total tax charge for the year FABIEF X 85 15,933 661
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

9.

TAX (continued)

A reconciliation of the tax expense applicable to
profit/(loss) before tax using the statutory rates
applicable to the Company and its subsidiaries to
the tax expense at the effective tax rate is as
follows:

Bt 7% R &k K &

—EENFEL—A=+—H

BIE (#)

BARRNRIREWMEARERZ EEH &t
BEoBRBARR, (BE)EACHRESX
HRRERREGE 2 BIE RN
T

Group
KE
2004 2003
—EENE —EE=-F
HK$’000 HK$'000
FET FHE T
Profit/(loss) before tax BRELRTE A (E8) 27,350 (31,225)
Tax at the applicable rates to profits & B8 B 5 & F 1% @ A B X
in the countries concerned STEZEIE 15,249 (4,206)
Income not subject to tax AR 2 WA (11,563) (3,567)
Expenses not deductible for tax IR d =5 1,601 10,310
Lower tax rate for specific provinces  #HE& 5 2 BIK T X (2,239) -
Adjustments in respect of current tax  Ht 38 1F HA R B EA B B 4E
of previous periods B 102 -
Tax benefit from tax holiday HIEEEHANRIBESR - 163
Tax losses utilised from previous BEHMAAHESRA
periods - (3,021)
Tax losses not recognised AERTIEEE 12,783 982
Tax charge at the Group’s NEAEBERBTERAEZ
effective rate 1B 15,933 661

Deferred tax asset was made in respect of
provision for doubtful debts and inventories made
by the Group.

The Group has tax losses arising in Hong Kong of
HK$31,016,000 (2003: HK$34,411,000) subject to
the agreement of Inland Revenue Department, that
are available indefinitely for offsetting against future
taxable profits of the companies in which the losses
arose. Deferred tax assets have not been
recognised in respect of these losses as they have
arisen in subsidiaries that have been loss-making
for some time.

AEEREMEERERFEREAER
BB E-

REBRMEBEETIEEIE31,016,000%
T (ZET=4:34,411,000/67T) * £ &R
WREETAERGEA UK LIRS
ARz BEERB N AR EHEEERE
EE—BRERSESEBZWBAR HHEE
RZEEERRAEEREEE-
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

9.

10.

11.

TAX (continued)

At 31 December 2004, there was no significant
unrecognised deferred tax liability (2003: Nil) for
taxes that would be payable on the unremitted
earnings of certain of the Group’s subsidiaries and
associates as the Group has no liability to
additional tax should such amounts be remitted.

There are no income tax consequences attaching
to the payment of dividends by the Company to
its shareholders.

NET PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

The net loss from ordinary activities attributable to
shareholders for the year ended 31 December
2004 dealt with in the financial statements of the
Company, was HK$19,810,000 (2003:
HK$21,467,000) (note 31(b)).

EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share
is based on the net profit attributable to
shareholders for the year of HK$11,373,000 (2003:
HK$31,994,000), and the
1,544,831,000 (2003: 1,544,831,000) ordinary
shares in issue during the year.

net loss of

Diluted earnings/(loss) per share amounts for the
years ended 31 December 2004 and 2003 have
not been disclosed as no diluting events existed
during these years.
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11.

—EENFEL—A=+—H

BIE ()

RZEENF+ZA=+—H HRAEE
ﬂ//\?dt$’§l ST B AR REE QRR

T2k 7 FEBTR TR AE A BRI R
Zﬁﬁﬁl\mlﬁ'ﬁﬁzazﬁﬂﬂﬁliﬁiﬁﬁ%a@mkm

HEB(CEE=F @)
I 48 AN 2 B [A) BROR S A A B EE AR R T A
B/

BREREL—REBMAR (BEFHE)

HEZZTZNF+-_A=1T—HLFE K
REG—METEEBIFRE19,810,000%8 7T
(ZZTZT =4 :21,467,000/ T) ERARQ
A SRR NEE (H7E31() °

BREFN(BE)

BRERRBF, (BE) HREF AR EE
1 45F111,373,0008 T (ZEE=F  FE
JFFE31,994,0008 7T) RFABEHITEBR
1,544,831,000 (= & & = & :
1,544,831,0000% ) st & -

ERBE-FENER-FF=FT A
=+ B FE D EH RS A
REXSEE2SRBHET, (BE) &
o

TEMEF R



NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

31 December 2004 —EEWFF+—A=+—H
12.  FIXED ASSETS 12. BEEE
Group N EE
Furniture,
Leasehold fixtures
land and  Leasehold and office
Investment buildings improvements Plantand  equipment Motor  Construction
properties ~ HELHh BENE  machinery HE EER vehicles in progress Total
RENE kgF %8 BERHE BKAZRE RE  ERIR ae

HK$:000 HK$'000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$'000
TET TETL TETL TET TETL TETL TETL TERL

Cost or valuation: RABAMEE:

At beginning of year ) 67,747 231,731 4,238 87,587 29,322 15,376 288 436,289
Additions RE - - 1,868 3,808 1,692 2,444 29 9,836
Disposals e - (1,433) 616) 787)  [s4) 241 . (7581)
Write-off § - - - - - - (317) (317)
Disposal of a subsidiary ~ HE—F K BAF
(note 32(3) (W 32a) - 28) - (6,345) (157)  (1,160) . (7,690
Surplus on revaluation  EREBH 17,224 - - - - - - 17,224
Exchange reaignment (B X% - 133 2 i 23 12 - 241
At 31 December 2004  R-ZENE
+-A=1-H 84,971 230,403 5,492 84,329 28,376 14,431 - 448,002
Analysis of cost or RAESMBEA
valuation:
At cost ﬁz$1 - 230,403 5,492 84,329 28,376 14,431 - 363,031
At 2004 valuation “TEMERE 84,97 - - - - - - 84,971
84,971 230,408 5,492 84,329 28,376 14,431 - 448,002
Accumulated ERMERME:
depreciation and
impairment:
At beginning of year ) - 58,084 1,518 10,436 7915 4,839 - 82,792
Depreciation provided ~ FRFEEE
during the year - 8,817 833 9,088 3,673 1,539 - 23,950
Impairment reversed to - FREEBERZ
profit and loss B (Wis)
account during the
year (note 5) - (21,671) - - - - - (21,671)
Disposals = - (#75) (600) P7)  @T) (1427 . (5,086)
Disposal of a subsidiary ~ HE—FH BA
(note 32(a)) (Hi#32(a) - (1) - (738) (27) (234) - (1,010)
Exchange realignment ~ [E 3% - 7 1 5 5 3 - 21
At 31 December 2004  RZTERE
+-A=1-H - 44,751 1,752 18,564 9,209 4,720 - 78,996
Net book value: EEE ?E'
At 31 December 2004 ZTENE
+7)E] =1+-H 84,971 185,652 3,740 65,765 19,167 9,711 - 369,006
At 31 December 2003 ~ R-ZE=F
+-A=1-H 67,747 173,647 2,720 77,151 21,407 10,537 288 353,497
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

—EENFEL—A=+—H

12.  FIXED ASSETS (continued) 12. BEEEE (&)
Company b NN
Furniture,
fixtures and
Leasehold office
improvements  equipment Motor
HE RE-HER vehicles Total
MEEE BLERE AE #wE
HK$’000 HK$°000 HK$°000 HK$’000
FET FET FET FA&T
Cost: B A A :
At beginning of year F 9] 626 2,506 907 4,039
Additions NE 1,757 659 - 2,416
Disposals k= (616) (2,346) (194) (3,156)
At 31 December 2004 RZEZTNEF
+-A=+—8 1,767 819 713 3,299
Accumulated depreciation: ZIEIFE:
At beginning of year F4) 583 2,395 524 3,502
Provided during the year & R # 188 85 159 432
Disposals HE (600) (2,313) (168) (3,081)
At 31 December 2004 R-_EZTMEF
+-A=+—8H 171 167 515 853
Net book value: REFE:
At 31 December 2004 RZEETNEF
+-A=+—8 1,596 652 198 2,446
At 31 December 2003 RZEE=F
+-A=+—8 43 111 383 537
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

Bt 7% R &k K &

—EENFEL—A=+—H

FIXED ASSETS (continued) 12. BEEEE (#)
The Group’s leasehold land and buildings included EXBRZASERELHREFHET
above are held under the following lease terms: HIFHEREA
Hong Kong Elsewhere Total
5B Hinih & e
HK$’000 HK$’000 HK$’'000
FH&T FAET FE&T
At cost: B ANE -
Short term leases EIME A - 2,536 2,536
Medium term leases FRHERFR 49 - 152,598 152,598
Long term leases REIFA A 74,852 417 75,269
74,852 155,551 230,403

At 31 December 2004, the Group’s leasehold land
and buildings with a net book value of
HK$129,460,000 (2003: HK$133,446,000) in
aggregate situated in Mainland China were pledged
to secure certain banking facilities granted to the
Group (note 26).

As at 31 December 2004, the Group has not yet
obtained the title certificates for certain of its
leasehold land and buildings situated in Shenzhen,
Guangdong Province of the PRC with a net book
value of approximately HK$19,488,000 (2003:
HK$20,212,000). As confirmed by the Group’s
legal advisors and the Company’s directors, the
Group has obtained the right to use the land and
buildings legally and can obtain the relevant title
certificates through making applications to the

relevant government authorities.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

12.

FIXED ASSETS (continued)

The Group’s investment properties are held under

the following lease terms:

—EENFEL—A=+—H

12. BEEEE (#)

AEBZREMEDZE THNEBRREA:

Hong Kong Elsewhere Total
B8 HithE #wE
HK$’000 HK$’000 HK$’'000
FAEIT FAETT FAEIT

At valuation: fHE:
Medium term leases R HATE A - 22,600 22,600
Long term leases KHEIFE 4 47,200 15,171 62,371
47,200 37,771 84,971

The Group’s investment properties were revalued
on 31 December 2004 by Chung, Chan &
Associates (“CCA”), independent professionally
qualified valuers, at HK$84,971,000 on an open
market, existing use basis. A revaluation surplus
of HK$17,224,000 resulting from the above
revaluation has been credited to the profit and
loss account (note 5). Certain of the Group’s
investment properties are leased to third parties
under operating leases, further summary details of
which are included in note 34(a) to the financial
statements.

As at 31 December 2004, the Group had an
investment property (the “Dongguan Property”)
located in Dongguan, Guangdong Province of the
PRC, with a carrying amount of HK$22,600,000
(2003: HK$20,500,000). The Group has not yet
obtained the relevant title certificate for the
Dongguan Property. As confirmed by the Group’s
legal advisors, the Group is the rightful and

equitable owner of the Dongguan Property.

Further details of the Group’s investment properties
are included on page 119 of the annual report.

REBZREMER_ZSTEMF+ A=
T-HHEBIEERAGEMEET ([H
ST RAMMERBETRASEESERR
84,971,000 L - A Lt EfH E & 2
17,224,000 TEH BB EFFABREK (I
L) AEEETREMEDIREEHED
HETZRE=F7 E—FTHAERUHE®R
=M 5E34(a)°

A—TBENE+ - F=+—H KNEERTP
BHEREREMEE —REWE ([Hx
#]) EEEA22,600,0008 7T (—EE=
£ :20,500,000%7T) - AEEDATBER
MR EEFR AEE 2 EEEM
EER AEBRREMEZAEREFEE
BB A

AEBRENMEZE - TFBERFERF
1198 -
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

12.

13.

Bt 7% R &k K &

—EENFEL—A=+—H

FIXED ASSETS (continued) 12. BEEEE (#)
On 24 November 2004, the Group entered into a \_’—;’T%ﬁ@iJr AZ+mA AEBEEE
sale and purchase agreement with an independent =R E & R E 4 £493,000,000
third party for the disposal of certain of the Group’s 7%7551 EXEEETHEIHEEFUAR
leasehold land and buildings, and investment REBZREMEIICIEEHZ WIERXS
properties in Hong Kong for a cash consideration REZERETK -BREBEAT M RIEF Y
of approximately HK$93 million in aggregate. The =T 4B 1% 4946,000,000/8 JLEH & - R AT ATHRE
transaction was completed subsequent to the 221,671,000/ TR EBEDBEE 5t A
balance sheet date. Based on the contracted price FAREZE (MFES) -
attributable to the land and buildings of
approximately HK$46 million, a previously
recognised impairment loss to the extent of
HK$21,671,000 was reversed and credited to the
profit and loss account during the year (note 5).
GOODWILL 13. B8
The movements of the goodwill capitalised as an HAWEETHBEAREE HBEHEE
asset in the consolidated balance sheet, arising TER RNEEEEBBRIEEENT:
from the acquisition of certain subsidiaries, are as
follows:
Group
rEH
HK$'000
FE&T
Cost: IPENE]
At 1 January 2004 and RZZEZEMF—A—ABK
at 31 December 2004 —ETNE+_A=+—H 5,838
Accumulated amortisation: RIEH
At 1 January 2004 R—ZEETWMF—H—H 438
Provided during the year FRNEE 584
At 31 December 2004 R_ZEZMF+-_A=+—H 1,022
Net book value: BREFE:
At 31 December 2004 R-_ZEZEMFE+_-_A=+—H 4,816
At 31 December 2003 WN_ZEZ=F+-A=+—H 5,400
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

13.

14.

GOODWILL (continued) 13.

As detailed in note 2 to the financial statements,
on the adoption of SSAP 30 in 2001, the Group
applied the transitional provision of SSAP 30, that
permitted goodwill in respect of acquisitions which
occurred prior to the adoption of the SSAP to
remain eliminated against the consolidated
reserves.

The amounts of goodwill remaining in the
consolidated reserves, arising from the acquisition
of subsidiaries prior to the adoption of SSAP 30 in
2001, amounted to HK$15,300,000 as at 31
December 2004 (2003: HK$15,300,000).

—EENFEL—A=+—H

BE (#)

BN B MR E2RF R A EER —F
T-FRMSTEHERFEI0RE R
A& &t B % 4 B 55 3058 3B K 6 3 72 FF R
RS EBERNRAETRE ZBED
REEAREEHE-

MR_ZBEZNE+ A =+—BNREER
HBAEZEEZ23E (N2 —FEME
TEFEREIEAKENE R R ME
£ ) /15,300,000 0 (Z 2T = F:
15,300,000/ 7T) °

INTERESTS IN SUBSIDIARIES 14. Fr{EMiB D A&
Company
¥ NN

2004 2003
“EENE Z—ZEB=F
HK$’000 HK$’000
FET FET
Unlisted investments, at cost EETMHRG KAE 128,174 128,174
Due from subsidiaries JIE W Bt BB A B R K 577,090 541,664
705,264 669,838
Provision for impairment HE B (285,413) (311,800)
419,851 358,038

Except for an amount due from a subsidiary of
HK$3,766,000 at 31 December 2003 which bore
interest at a rate of 5.4% per annum, the balances
with subsidiaries are unsecured, interest-free and
are not expected to be repaid within the next
twelve months.
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31 December 2004

14.

INTERESTS IN SUBSIDIARIES (continued)

NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

—EENFEL—A=+—H

14, FiEMBARER (&)

Particulars of the principal subsidiaries are as

TEWMBRRFBOT:

follows:
Place of Percentage
incorporation/ Nominal value of of equity
registration issued ordinary/ attributable
and operations paid-up capital to the Company
Name EmmEL BRTLE/ AAFES Principal activities
8 ERUE-E 3 BERAEE RABS L TEEH
Direct  Indirect
E& 8 %
Qingapen Limited Hong Kong/ HK$2 100 - Property investment
EEERLA Mainland China 28T MERE
BB/ HEAE
Wisdom Power Property Hong Kong HK$2 100 - Property investment
Limited £ 28T MERE
BNMEERLA
China Everbright Hong Kong/ HK$2 100 - Property investment
Commercial Network Mainland China 28T MERE
Services Limited BE/ REARE
R AEEBE RS
BR A
Everbright-Creation Hong Kong US$1 100 - Investment holding
International Limited 75 E REER
EBOHR Luxuries PRC/ HK$30,000,000 - 100  Manufacture and sale
International Company Mainland China# 30,000,000 7T of watches and
Limited (formerly known — B, /B KRE# timepieces
as Everbright Watch and BUERHEERR
Clock (Shenzhen) Co., Ltd.) Kt E i
oRKER ORY) BRA A
(RTRE e ROR 88 &
CRIND BRAA)
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

14. INTERESTS IN SUBSIDIARIES (continued)

—EENFEL—A=+—H

14, FiEMBARER (&)

Place of Percentage
incorporation/ Nominal value of of equity
registration issued ordinary/ attributable
and operations paid-up capital to the Company
Name 3 A BRITERE/ ERAAE Principal activities
8 BN 3k BRRAEE BRAB D TEXK
Direct  Indirect
BE#E %

Seti Timber Industry PRC/ US$45,525,860 - 100  Manufacture and sale
(Shenzhen) Co., Ltd Mainland China# 45,525,860 7T of timber products
(formerly “Everbright R B AR B DHERMER
Timber Industry
(Shengzhen) Co. Ltd")*

REARE (R BRAA
(AR [ ARAM I %

CRID BRAR )

Beijing Jing Guan PRC/ RMB80,000,000 - 100  Property development
Property Development Mainland China# A K% 80,000,0007C MEERE
Company Limited* R B AR

IR REE i E R &

BRAA"
# Registered as wholly foreign-owned enterprises # R AETHRBEINERFE-
in Mainland China.
* Not audited by Ernst & Young Hong Kong or * WHHEBELZ KRS EBFLAME

other Ernst & Young International member firms.

The above table lists the subsidiaries of the
Company which, in the opinion of the directors,
principally affected the results for the year or
formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in

particulars of excessive length.

annual report 2004 | 86 | ==

KEIBR P B 2 Al & ke

RN EERAIEZEREBELRFE
CEBRBRAREEEFEEAN D 2
ARARMBAR-EZRR FHHEAMHMEB
RAIZEMBESERERNBR TR

TWEER



NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

14.

INTERESTS IN SUBSIDIARIES (continued)

The Group holds a 51% equity interest in Shunde
Everbright Sunto Computer Co. Ltd. ("Sunto"), a
company established in the PRC through which
the Group had intended to participate in the
manufacture and the sale of computer casing
products with third parties. Due to the non-
disclosure of certain material transactions by the
subsidiary’s management and its minority
shareholder, the Group had reasonable doubt as
to the reliability of the financial information provided
by the subsidiary. The directors of the Company
are of the opinion that the subsidiary is practically
in a management dead-lock, and the recoverability
of the Group’s investment in this subsidiary and
the amount due from it of HK$60.5 million in
aggregate is doubtful. Accordingly, the Group’s
interest in this unconsolidated subsidiary has been
fully provided for from the year ended 31 December
1998.

compulsory winding up pursuant to a court order

In addition, Sunto was put under a
issued in 2001 and the winding up process had
not yet been completed up to the date of these
financial statements. The Group will not make any
further investment in this subsidiary.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H
15. INTERESTS IN ASSOCIATES 15. P& AR
Group Company
rEE KAF
2004 2003 2004 2003
—EENF -FBZF —FTTOF -TBZF

HK$000 HK$000 HK$ 000 HK$000
FAT FAT FAET FAT

Unlisted investments, FLMEE KAE
at cost - - 39,301 39,301
Share of net assets [t & EFE - - - -
- - 39,301 39,301
Amount due to an FER —REE & RRIR K
associate (3,649) (3,649) (3,649) (8,649)
Provision for impairment R - - (35,652) (35,652)
(3,649) (3,649) - -
The amount due to an associate is interest-free, B —XKBERARARRAERE EBEM I
unsecured, not repayable within one year and is BER—FAEE-ZRFEBEERPA
included in long term liabilities. &
The Group’s associates had no significant effect HE-_ZZWNF+_A=+—HIEFE XK
on the results or assets of the Group for the year SECZBERRRASEEEREELE
ended 31 December 2004. BEATES
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NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

31 December 2004 —EENFF=—A=+—H

INTERESTS IN ASSOCIATES (continued)

15. FihBE QTR (&)

Particulars of the principal associates are as FEBRERRIZFBERT:
follows:
Percentage
of ownership
Place of interest
incorporation/ attributable
registration and to the Group
Business operations E
Name structure FMRL FE{EFTE®#  Principal activities
L] ES EX AR S B EEE N FEXK
China Everbright Telecom-Land Corporate The British Virgin 35  Investment holding
Network Limited (“CETLN")* NS Islands (the “BVI”) BEER
Bl KB (R R AR R AT RERUES
ERAR ([BAKRMAEE]) (TRBRRES])
Everbright Telecom-Land Corporate PRC/Mainland China 35  Retailing
Network (Shanghai) Co. Ltd.* 27 B B K BE e
RRBERMBE RS (LE)
BRAA]
* Not audited by Ernst & Young Hong Kong or * WHHEBELZ KRS EBFLAME

other Ernst & Young International member firms.

The above table lists the associates of the Group
which, in the opinion of the directors, principally
affected the results for the year or formed a
substantial portion of the net assets of the Group.
To give details of other associates would, in the
opinion of the directors, result in particulars of

excessive length.

During the year, the Company entered into an
agreement with the existing shareholders of CETLN
for the disposal of the Company’s entire interest
in CETLN, for a cash consideration of HK$471,000.
The transaction was completed subsequent to the
balance sheet date. On 8 March 2005, the
Company and CETLN entered into a deed of
termination pursuant to which the amount due to
CETLN will be waived.

annual report 2004 | 89 |

KEIER P B 2 Al & ke
EREJNEESRA/IEFEAKEARFE
ES EJZT%W$‘EEI§E@1E§K*B DA
SEBERR -EZRR FIHEHMBER
ETZ%T*%H%%@EF%ﬁ?H RITEKe

FR-AQAREBRARBIKIAGRERT L
Wk IR & R (E471,0008 THE AR
AIRNBHRER ST ER ZBAXSZER
HEARER-R_TZTREF=-A/\B &
L\jgﬁiLnﬂ%iﬁliﬁ%uTiﬂLﬁ RSyl
BB KA KIER TR R

SEEMEEH



NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

16. INVESTMENT SECURITIES

—EENFEL—A=+—H

Group

rEH
2004 2003
—EENE —EEC=F
HK$’000 HK$’000
FET FET

Listed equity investments in BB LTRERE KAE

Hong Kong, at cost 54,440 54,440
Provision for impairment BE B (34,200) (34,200)
20,240 20,240
Market value at 31 December Rt+-—A=+—Bz2mE 17,300 39,045

The market value of the Group’s long-term listed

equity investment at the date of approval of these

financial statements was approximately HK$28.9

million.

17. LONG TERM INVESTMENT

RSP BERRIEBS AREE R EH
fi% =% & ™ {E 49 A28,900,000/% 7T °

Group

rEE
2004 2003
—EENE 2 Z—BE=F
HK$’000 HK$’000
FHET FHET

Unlisted equity investment in RERIERAM TEER AT
BRI RAMITEBRAA (el XR])z¥kEEM

(“Hefei Everbright”) BERE 3,477 -
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

17.

LONG TERM INVESTMENT (continued)

The Company previously held an indirect equity
interest of 50% in Hefei Everbright, a joint venture
company established in Mainland China which was
accounted for by the Group as a subsidiary at 31
December 2003. During the year, the Group
disposed of its 24.5% equity interest in Hefei
Everbright to independent third parties at a cash
consideration of approximately HK$2,980,000 (note
32(a)). According to the subcontracting agreement
entered into between the Group and the joint
venture partners of Hefei Everbright, the Group
forfeited its rights to exercise any significant
influence or control over the financial and operating
policies of Hefei Everbright in return for fixed and
guaranteed annual subcontracting fees.
Accordingly, Hefei Everbright lost its status as a
subsidiary of the Group in the current year and is
not equity accounted for in accordance with SSAP
10 “Accounting for associates”. The Group’s
investment in Hefei Everbright was reclassified to
long term investments accordingly and was stated
at the Group’s share of the net assets of Hefei
Everbright as at the date when the Group’s
forfeiture of its control/influence became effective,

less any impairment losses.
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R-ZBEE=F+=—A=+—RHIIEALAEE
MEBAR FA AEEERRSRELD
2,980,000 TRBYE=-FHEERARE
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

18.

—EENFEL—A=+—H

PROPERTIES UNDER DEVELOPMENT 18. BERHBPYH
Group
rE
2004 2003
—EENE —EEC=F
HK$’000 HK$’000
FAET FE&T
Cost as at 31 December* W+t ZRA=+—B2ZKK" 504,868 332,091
Add: Attributable profits on pre-sale -ERTBE Y 2 %A
of properties 68,958 -
Less: Progress instalments received i B GE E o AR IR (223,221) -
350,605 332,091
Portion classified as current assets TERBEE &5 (289,102) -
Non-current assets ERBEE 61,503 332,091

*

Included interest capitalised during the year
amounted to HK$17,413,000 (2003: Nil) (note 6).

The properties under development are situated in
Beijing, Mainland China. The plot of land (the
“Land”) where the Group’s properties under
development were erected was pledged to a bank
for a bank loan of approximately HK$311 million
as at 31 December 2004, which is repayable in
January 2007 (note 26).

No profit has been recognised, certain properties
under development because, at the balance sheet
date, the construction work of these properties
under development was still at the initial stage
where the ultimate realisation of profit could not
be reasonably determined. Therefore, deposits
received from buyers of these properties under
development were carried as current liabilities at
the balance sheet date.

’ BIEFANRTERZFIE17,413,0008
T(ZFEZFF) (Hiz6) -

BRAMEMNPEIL R -REBRE L&
RERPYEZ M ([LH]) ERRZE
TNF+ =B =+—HAZ% 311,000,000
BLRITEF M—RBAEF ZEE
HARZEZTLF—RAEER (MiE26) -

ETBRRTPME OGN RER RESZ
SERTYEZERIENBERDER
Mk AR IEMERRAIER 2@ A -
At R EHRRTORUBERZFTER
BEBIERBARE-
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

19.

20.

Bt 7% R &k K &

—EENFEL—A=+—H

INVENTORIES 19. FE
Group
rEHE
2004 2003
—ETNFE —FT=F
HK$°000 HK$’000
TET T#ET
Raw materials R %4 23,901 31,730
Work in progress EES 12,809 10,582
Finished goods 2IFK G 58,585 55,470
95,295 97,782
The carrying amount of inventories carried at net PA F 464 E FEBREE 418,036,000/ 7T (=
realisable value included in the above balance was TE=F:F) LA FIREEYNEZ RS-
HK$18,036,000 (2003: Nil).
TRADE RECEIVABLES 20. FEURBERZX

The Group’s trading terms with its customers are
mainly on credit, except for new customers, where
payment in advance is normally required. The credit
period is generally for a period of one month,
extending up to three months for major customers.
Each customer has a maximum credit limit. Trade
debtors with balances that are more than three
months overdue are required to settle all
outstanding balances before any further credit is

granted.

BRI EP-—RBERENFIN AEEEE
BEPAUZBEEBBRRETERMAATEESNR
FMEEHR-—RAB—EA TEEFPA
BRERZ-AAZEER -BREFPRE
EELR-BH=A N L2 ERERERE
B AR ERLEME - S ERBEME
REESRRE-
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

20. TRADE RECEIVABLES (continued)

An aging analysis of the trade receivables as at
the balance sheet date, based on invoice date,
and net of provisions, is as follows:

20.

—EENFEL—A=+—H

FE s R ()

FEUBR R 4 B B I BR 3 2R E A % 4R 33
i 2 BREe DTN T :

Group

rEH
2004 2003
“EENE Z—ZEB=F
HK$’000 HK$’000
FET FET
1 to 3 months 1Z 31d H 13,601 11,606
4 to 6 months 42618 A 3,683 475
7 to 12 months 7212 A 29 51
More than 1 year 1F A 167 109
17,480 12,241
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

21.

22.

Bt 7% R &k K &

—EENFEL—A=+—H

SHORT TERM INVESTMENTS 21. EHRE
Group Company
rEH YN
2004 2003 2004 2003
“E2ENFE ZBE=Hf "—TTNE —TE=F
HK$’000 HK$°000 HK$°000 HK$’000
T FET FET T
Listed equity investments ~ BALWRERE
in Hong Kong, at BmE
market value 12,792 - 4,788 -

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Prepayments, deposits and other receivables under
current assets as at 31 December 2004 included
HK$28,269,000 and HK$11,308,000, which
represented amounts due from two companies
established in the PRC. Such balances were fully
repaid subsequent to the balance sheet date.
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22. ERNREBE -RERHMEWRERR

FARZEZNF+_A=Z+—HZARH
BEZENZFE RS REMERER 2
FRERBEMRRFABERKYZ2RAARK
28,269,0007% 7T & 11,308,000/ 7t * 7% & 4
BEREERE2EUEE.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

23. CASH AND CASH EQUIVALENTS AND 23. BHeRBLEEYHEEARER
PLEDGED DEPOSITS

Group Company
A%E N
2004 2003 2004 2003

“EENF —RE=F —TTNHF C—BE=F
HK$’000 HK$’000 HK$°000 HK$000

FET FHET FHET FET
Cash and bank balances ~ & RRITEF 56,199 84,496 3,464 13,108
Time deposits with original & & 5 A T~ 8 & 5 HA
maturity: ZEHFER:
Less than three months =EAA 131,703 240,643 51,003 230,197
Over three months “@A%E 3,769 - - -
191,671 325,139 54,467 243,305
Less: Deposits pledged for i ‘FLEERITE XK
short term bank ERZ2FER
loans (note 26) (Kiiteo6) (4,845) (4,797) - -
Cash and cash equivalents R4 RIESEHEY 186,826 320,342 54,467 243,305
At the balance sheet date, the cash and bank REHER AEBUARE (TARK]) A
balances of the Group denominated in Renminbi BB e RiR1T47F7 46 £/5128,453,000
(“RMB”) amounted to HK$128,453,000 (2003: BT (Z BT =4 153,522,000 7T) - AR
HK$53,522,000). The RMB is not freely convertible BASEBRA R AEMER - Al Rigs
into other currencies, however, under Mainland BHENINEEIE MEE - EENNESER
China’s Foreign Exchange Control Regulations and TE AN B A R 1T OME TS 2 RTT
Administration of Settlement, Sale and Payment BARKEEBSHEMER.

of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies
through banks authorised to conduct foreign

exchange business.
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31 December 2004

24.

25.

Bt 7% R &k K &

—EENFEL—A=+—H

TRADE PAYABLES 24, BEREBRXR
An aging analysis of the trade payables as at the EREFANGEEHERREZAH I RRY
balance sheet date, based on invoice date, is as T
follows:
Group
AEH
2004 2003
—EENEF —EE=F
HK$’000 HK$’000
FET FET
1 to 3 months 1E3E A 80,372 21,278
4 to 6 months 42618 A 2,670 4,197
7 to 12 months 72128 A 1,193 -
More than 1 year BE1F 5,754 290
89,989 25,765
OTHER PAYABLES AND ACCRUALS 25, HMESEKRIRARESEHR
Group Company
AEH b NN
2004 2003 2004 2003

“EENF —RE=F —TTNMHF —BE=F
HK$000 HK$°000 HK$°000 HK$000

FHET FHETT FHETT FHET
Accruals [E:TER 16,242 15,371 3,054 706
Deposits received Bl S 14,660 4,114 - -
Other payables H A 8 5 BR 3K 60,979 160,617 10,799 110,675
91,881 180,102 13,853 111,381
Portion classified as SItERBI B E 2D
current liabilities (91,881) (160,102) (13,853) (91,381)
Long term portion REHH D - 20,000 - 20,000
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004 —EENFF=—A=+—H

26. INTEREST-BEARING BANK AND OTHER 26. FTESRTREMEES
BORROWINGS

KEE

2004 2003
—EEME —EE=F
HK$’000 HK$’000
FAET FET

Secured bank loans repayable: AR TEEBEE EHA

BITE:
Within one year —F R 28,269 242,361
In the third to fifth years, inclusive F-EFRAT (BEEEMT) 310,959 -
339,228 242,361
Unsecured other loans repayable in HARE_FRNEEZHAM

the second year EEAEN - 201,044
339,228 443,405
Portion classified as current liabilities 5| {ERE & & < Z 5 (28,269) (242,361)
Long term portion = EIER 9 310,959 201,044
The Group’s other loans were unsecured, bore AEBZEMERDERB - BNTERE
interest at rates ranging from nil to 5.49% per SABEFNEHE BERFREHEE-

annum and were fully settled during the year.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

26.

27.

28.

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

As at 31 December 2004, the Group’s bank loans
and other banking facilities were secured by:

(i) the pledge of the Group’s time deposits
amounting to approximately HK$4,845,000
(2003: HK$4,797,000) (note 23);

(ii) a legal charge over the Group’s leasehold
land and buildings situated in Mainland
China with a net book value amounting to
approximately HK$129,460,000 (2003:
HK$133,446,000) as at 31 December 2004
(note 12); and

(iif) a legal charge over the Land (note 18).

DUE TO A SUBSTANTIAL SHAREHOLDER

The amount due to a former substantial
shareholder was unsecured, interest-free and had
no fixed terms of repayment. Following the change
of substantial shareholder during the year, the
outstanding balance was reclassified to other
payables.

DUE TO RELATED COMPANIES
The amounts due to related companies are

unsecured, interest-free and have no fixed terms

of repayment.
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HEETREMEE (R

R-ZBEZENF+-A=1+—HB ~EHERT
ERREMRITEEATISBEEEM:

(i) KEE 44,845 0008 (ZEE=
F:4,797,0008 7T) 2 EHAFEH 2K
(M 3E23)

(ii) REBR-_ZTNF+_A=+—
B BR % {H 49 129,460,0005% 7T (=
T T = 4 : 133,446,000/ 7)) Z
BRELREFZEERD (W
F12) &

(i) T ZEEEE (MEE18) -
ENH—828XTERRLIR
R —EEZREARFAEEF 288
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

—EENFEL—A=+—H

29. SHARE CAPITAL 29. B
2004 2003
—EENF —EE=F
HK$°000 HK$’000
F#T F#E T
Authorised: ETE
2,000,000,000 ordinary shares of 2,000,000,0000% & i%
HK$0.10 each M{E0.10B T2 B 200,000 200,000
Issued and fully paid: BRITERBEAE:
1,544,831,000 ordinary shares of 1,544,831,0000% & A%
HK$0.10 each H{E0.10B T2 B 154,483 154,483

30.

SHARE OPTION SCHEME

The Company has a share option scheme which
was adopted on 25 May 2001 whereby the
directors of the Company are authorised, at their
discretion, to invite employees of the Group,
including directors of any company in the Group,
to take up options to subscribe for shares of the
Company. The share option scheme shall be valid
and effective for a period of ten years ending on
24 May 2011, after which no further options will
be granted. For options granted before 1
September 2001, the exercise price of options was
determined by the board and was the higher of
the nominal value of the Company’s shares and
90% of the average of the closing prices of the
Company’s shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) for the
five business days immediately preceding the date
of grant. For options granted on or after 1
September 2001, the exercise price of options is
the highest of the nominal value of the shares, the
closing price of the shares on the Stock Exchange
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. Each option gives the holder the right to
subscribe for one share.
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

30.

31.

SHARE OPTION SCHEME (continued)

Pursuant to the amendments (the “New Rules”) to
Chapter 17 of the Listing Rules, any options
granted after September 2001 must comply with
the provisions of the New Rules. If the Company
wishes to grant options to its directors or other
eligible participants in future, a new share option
scheme in compliance with the New Rules is to
be approved and adopted by the shareholders of
the Company in a general meeting. Since the
adoption of the New Rules, no new share option
scheme has been approved nor adopted.

During the year, no share options were granted or
exercised and there were no outstanding options
at 31 December 2004 (2003: Nil).

RESERVES
(a) Group

The amounts of the Group’s reserves and
the movements therein for the current and
prior years are presented in the consolidated
statement of changes in equity on page 40
of the financial statements.

The Group’s share premium account mainly
arose from shares issued at a premium.

In accordance with Mainland China
regulations, certain of the Group’s
subsidiaries registered in Mainland China are
required to transfer part of their profits after
tax to the statutory reserve fund, before
profit distributions are made. The amounts
of the transfers are subject to the approval
of the boards of directors of these
companies, in accordance with their joint
venture agreements and/or articles of
association. The statutory reserve fund is
non-distributable and restricted as to use.
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30. EARBRMOEE (8

RIBLETRANEATEZEFT ([FRA])
FMER_ST-—FNLARKLZELERE
B tn #E I 7B & 3 AR Al 2 53~ fif AN 1 B it
RERMEEEREMEERZEER N
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RAEHAERRRTEMRUZHEER
B Rt 8l B ERMFTARRILAT I AL
SR ] 37 B e RIB A AT &

FRN HEEERERNDERRDSLITE:
R-ZEMFE+-A=+—B BEITMAH
RITFEEERBROE (ZTZ=F:8) -

31. f#1E
(a) XKEH

AEERBAIRBEFEZHBE
BREREHEHNPHRKREL
BZiRABRRESHHmRF -

AEERNDZERIERREREE
BiT 2R

BRHABERY B TRPEEM A
£ EIP B A R R AE L E N 2 kAT A
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BEE-BRFXBAAZERFZE
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

31. RESERVES

(a) Group

—EENFEL—A=+—H

#E
(a) XKEH
Certain amounts of goodwill arising on the WMNE R M 2 R 13T - i)
acquisition of subsidiaries in prior years BEFERENBRARIMEEADE
remain eliminated against the consolidated CATHEDREGAREEHE
reserves as explained in notes 2 and 13 to
the financial statements.
(b) Company (b) AT
Share
premium Accumulated
account losses Total
B 4% B iR ZEBEER BE
HK$’000 HK$’000 HK$’000
FET FET FET
At 1 January 2003 R-ET=—F—H—A 677,882 (319,868) 358,014
Net loss for the year FANEBEFRE (HiF10)
(note 10) - (21,467) (21,467)
At 31 December 2003 RZEZ=F+=F
and at 1 January 2004 =+—BEK_-_ZZTNF
—H—H 677,882 (341,335) 336,547
Net loss for the year FREIBFEE (HaF10)
(note 10) - (19,810) (19,810)
At 31 December 2004 R_TZTMEF
+-A=+—8 677,882 (361,145) 316,737

annual report 2004 | 102 | —EENFER



NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

31 December 2004 —EENFF=—A=+—H

32. NOTES TO THE CONSOLIDATED CASH FLOW 32. GZEBRERERME

STATEMENT
(a) Disposal of subsidiaries (a) HEHEBAR
2004 2003
—EENEF —EE=F
Notes HK$’000 HK$’000
Bt & FET FET
Net assets disposed of: EHEEFE:
Fixed assets EEE 12 6,680 -
Cash and bank balances ReERIBITET 378 -
Inventories FE 3,102 -
Prepayments, deposits and ENFRIE EE2R
other receivables H b B IR X 5,151 -
Trade payables P& BR 3Kk (450) -
Other payables and accruals HaEAERRK
fEst & A (1,049) -
Tax payable FE& IR (169) -
Dividend payable FE S A% B (67) -
Minority interests LR R ER (7,178) -
6,398 -
Gain on disposal of subsidiaries HEMB R 7 2 5 59 -
6,457 -
Satisfied by: LATRE) A A+
Reclassified as a long term ENoBEARY
investment K& 17 3,477 -
Cash Be 17 2,980 -
6,457 -
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B % R R MR

31 December 2004

—EENFEL—A=+—H

32. NOTES TO THE CONSOLIDATED CASH FLOW 32. MERETRERKET (&)
STATEMENT (continued)
(a)  Disposal of subsidiaries (continued) (a) HEHEBLR (H)
An analysis of the net outflow of cash and ERLENBRARzReRESE
cash equivalents in respect of the disposal BYREHFESTHOT:
of subsidiaries is as follows:
2004 2003
—ZEENF —BE=HF
HK$’000 HK$’000
FET FAEIT
Cash consideration RERE 2,980 -
Cash and bank balances EHBEESRBRITET
disposal of (378) -
Net inflow of cash and cash ERELENBARIZRS
equivalents in respect of the FReEEBMRNFE
disposal of subsidiaries 2,602 -

The subsidiaries disposed of during the year
contributed HK$10.1 million to turnover and
loss of HK$1.4 million to the consolidated
profit after tax and before minority interests
for the year ended 31 December 2004.

Further details of such disposal are set out
in note 17 to the financial statements.

FREHZHBARHEEZE TS
MNE+ZA=+—HLEFEZLRA
B BB R 5T 2 SR B4 25 Al Ui A
7 & i & ¥ %810,100,0007 7T &
81,400,000/ 7T °

B o>

FRARBEHEZE—TFHBEHRNY
MR MIFET7 -

annual report 2004 | 104 | —TEENFFER



31 December 2004

32.

NOTES TO THE CONSOLIDATED CASH FLOW 32.
STATEMENT (continued)

(b)

NOTES TO THE FINANCIAL STATEMENTS
Bt 7% R &k K &

—EENFEL—A=+—H

FEREREBRME (A

Acquisition of subsidiaries (b) WEHEBEARAR
2004 2003
—EENEF —EE=F
HK$’000 HK$’000
FET FET
Net assets acquired: BABEFE:
Fixed assets B E & E - 269,037
Properties under development & R ¥ 3 - 332,091
Cash and bank balances ReERBITER - 24,014
Trade receivables & Uk BR 31 - 53,123
Inventories A=y - 57,673
Prepayments, deposits and ENFRIE EE2R
other receivables H b, 1 I BR 3K - 18,302
Trade payables P& BR 3K - (18,188)
Other payables and accruals HiENEZRREFTEA - (63,652)
Due to a substantial ER—2ExZRERK
shareholder - (3,926)
Due to related companies B BBERRRK - (4,917)
Bank loans RITER - (350,421)
Other loans HaER - (201,044)
Minority interests LERRER - (8,960)
- 103,132
Goodwill on acquisition WENEE  HE - 5,838
- 108,970
Satisfied by: LATRE) A 1+
Cash Be - 108,970
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31 December 2004

32.

NOTES TO THE CONSOLIDATED CASH FLOW 32.

STATEMENT (continued)

(b)

Acquisition of subsidiaries (continued) (b)

An analysis of the net outflow of cash and

cash equivalents in respect of the

acquisition of subsidiaries is as follows:

—EENFEL—A=+—H

FEREREBRME (A

W B2 R (&)

FRUBHBRARZRAERRESE
BYREFESMNET:

2004 2003
—EENEF —EE=F
HK$’000 HK$'000
FAET FE&T
Cash consideration ReRE - (108,970)
Unsettled amount as at RZZEZE=F+=-A=+—H
31 December 2003* RNBEZFIE - 99,800
Cash and bank balances BABRSMIRITET
acquired - 24,014
Net inflow of cash and cash ERRENBARZES
equivalents in respect of the FREEEBMRAFE
acquisition of subsidiaries - 14,844

The unsettled consideration as at 31
December 2003 was included in other
payables (current portion of HK$79.8
million and non-current portion of HK$20
million) in the Group’s consolidated
balance sheet.

The subsidiaries acquired in the prior year
contributed HK$195.3 million to the Group’s
turnover and loss of HK$16.0 million to the
consolidated loss after tax and before
minority interests for the year ended 31
December 2008.

* R-FEE=ZF+_A=+—HH
KEEZREAALEFIGFZEE
EBEEXZAMBEMESZA:
BN AJ &8 3 79,800,000 7T * iy
FE B 8 25 5> Bl %20,000,000%
STe

REFREZHBRRERNEEE
—EE=F+-A=+—HILF
C2REBRBMERF L HEREER
Al F1 9 5175 2K & 5 %8 195,300,000
7 7T & B8 16,000,000 It

st
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

32.

33.

NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

(c) Major non-cash transaction

(i) Following the change of substantial
shareholder during the year, an
amount due to the substantial
shareholder as at 31 December 2003
was reclassified to other payables
which resulted in no cash flow.

(if) In last year, the Group received
certain investment properties in
aggregate of HK$16,382,000 from
China Everbright Holdings Company
Limited (“CEH”), a former substantial
shareholder of the Company, for the
settlement of amount owed by a
subsidiary of CEH to the Group,
which had been fully written off in
prior years. Therefore the additions
to investment properties of the Group
in last year did not result in any cash
flow.

CONTINGENT LIABILITIES

During the year, the Group provided guarantees in
favour of certain banks for mortgage loans granted
by the banks to the buyers of the Group’s
properties under development to the extent of
approximately HK$289 million in aggregate. As at
the balance sheet date, mortgage loans in
aggregate of approximately HK$78 million were
utilised by the buyers of the Group’s properties
under development.

The Company had no material contingent liabilities
as at the balance sheet date.
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33.
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(c)

Bt 7% R &k K &

—EENFEL—A=+—H

RERERMHE (B

ITERHRERE

0 FREERREE BN
T=F+ZA=+—HBZE
REZERIRREFTHER
H b B A BR B0 I £R SRS A (A
REMEo

N—=E
—=

(i) EF AEEBEAMEEER
RABEAXAREEBR QA
(hR&E]) BEETHEE
16,382,000 T2 8 E W% -
NEMERER —RHHBA
AR ARERZREB (%2
HREERBEFEE2EHM
#H) At AEEBEFARE
BEMEVEELEAMNRS

]

HREE

FA-

AEERE TRITAANKEEZERFTY

%z;%i%s%’ﬁjz&%%f%"mEZ%EﬁMEHj
ERA £ 49289,000,000/8 T -REE R X
EEERE qﬂ%%Zf‘aﬁ%E%ﬂﬁﬁ&}%ié#x;ﬁ
A& £ 4978,000,000/% T °

+
N

B ARRAEEAERLAEE
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

34. OPERATING LEASE ARRANGEMENTS 34.

(a)

As lessor

The Group and the Company lease their
investment properties (note 12) under
operating lease arrangements, with leases
negotiated for terms ranging from one to

twenty years.

At 31 December 2004, the Group and the
Company had total future minimum lease
receivables under non-cancellable operating
leases with its tenants falling due as follows:

—EENFEL—A=+—H

HEHENORH

(a)

ERHAA

AEBEARRRBELEHEOLH
HEEREYZE (HE12) ZEHE
HMZHBEFHRNF —E2-_+H1TF-

R-BENE+_A=+—H0 K&
B & AR B AR R AT HUH A & R 4
ZARREEWRHESBESER T
HA ) 21 HB:

2004 2003

—EENEF —EE=F

HK$’000 HK$’'000

FAET FE&T

Within one year —F K 3,895 4,297
In the second to fifth years, EFE_ZFRLF

inclusive (BIEEEWTE) 15,118 14,946

After five years AF1% 53,819 57,433

72,382 76,676
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

34. OPERATING

LEASE ARRANGEMENTS

(continued)

(b)

As lessee

The Group leases certain of its office and
factory premises under operating lease
arrangements. Leases for properties are
negotiated for terms ranging from one to
ten years.

At 31 December 2004, the Group had total
future minimum lease payments under non-
cancellable operating leases falling due as

Bt 7% R &k K &

—EENFEL—A=+—H

34, KEMPZH (&)

(b)

EREBEA

AEERBELEMOLHERES
THAERTEYFR ZFHOZE

REMNF-EHERS

R=FEME+=A=+—0 4%
AR P BOM 4 70 40 2 oK

BEENEERSR T HED

follows: HA:
Group Company
¥ 3 AT
2004 2003 2004 2003
“E2ENFE ZBE=Hf "—ZTNE —TE=F
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET TF#Ex
Within one year FA 5,523 1,492 3,985
In the second to fifth F_EZERF
years, inclusive (BEEEMT) 9,785 1,925 7,677
After five years HF’& 774 1,545 -
16,082 4,962 11,662

In addition, the Group is required to pay an
annual fee of approximately HK$280,000 in
respect of a leasehold land in Mainland
China from the year 1992 up to the year
2042 with a 20% increment for every five
years. During the year, an annual fee of
HK$392,000 was charged to the Group
(2003: HK$404,000).

N AEEE - AN _FEE-T
m-fF b AREEFEz —BHE

=+ b 3% < B £)280,0008 7T F B

BRFIEM20%  FAN - NEB A

FEH392,0008 T (T =4F:
404,000/ 7T ) °
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

35. COMMITMENTS

In addition to the operating lease commitments

35. RiE

—EENFEL—A=+—H

B b 3B RE 34() Pt 45 & 0 40 A HE SN - 1

detailed in note 34(b) above, the Group and the HER AEBRARBHAE T E R
Company had the following commitments at the -
balance sheet date:
Group Company
rE AAT
2004 2003 2004 2003
“EEMFE Z—TB=H CZEENF Z—TT=F
HK$’000 HK$'000 HK$’'000 HK$’000
FHET FHETT FHETT FHET
Authorised, but not EREERTH:
contracted for:
Construction works in BEPYEL
respect of properties BETRE
under development 159,123 - - -
Contracted, but not BRI #E KRB
provided for:
Acquisition of an W - L A7
associate (note 37(b)) (K3 ##37(b)) 126,000 - 90,000 -
Construction works in BEEPYEL
respect of properties BETR
under development 93,808 43,762 - -
Capital contributions & 7] — = Bff /B
payable to a NAEEE
subsidiary - 56,490 - -
Purchases of fixed BEETEE
assets - 404 - -
219,808 100,656 90,000 -
378,931 100,656 90,000 -
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

36. RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTION

()

In addition to the transactions and balances
detailed elsewhere in these financial
statements, the Group also had the
following material transactions with related
parties during the year:

Bt 7% R &k K &

—EENFEL—A=+—H

36. EREATXZRBERS

@ BAMBBRREMBIAEIZX
SREHRI NREERFRNEEEH
BATETUTERRS:

Group

rE
2004 2003
—EENEF —EE=F
Notes HK$’000 HK$’000
Bt & FAET FET
Commission fees paid ENHEEEA (i) 4,524 -
Interest expenses paid ENAMERE (i) 436 1,873
Rental paid for staff quarters ENEIEEHES (iif) - 117
Purchases of raw materials BE RV (iv) - 1,823

Rental income from leasing of  Hf—HE &Y%

an investment property ZEelA v) - (1,641)

Notes:

(i) The commission fees were paid to a real
estate agent, in which a director of the
Company had an equity interest, for
services provided in respect of the sale
of the Group’s properties under
developments. The directors considered
that the commission rate was comparable
to commission rates charged by other real
estate agents.

(ii) During the period from 1 January 2004
to 25 March 2004, being the date CEH
ceased to be the substantial shareholder
of the Company, the Group paid interest
expenses to China Everbright Bank
Company Limited, a subsidiary of CEH,
of HK$436,000 (year ended 31 December
2003: HK$1,873,000).
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0] EHREBERTRHERAEESE
EWEMEHRRER -KEAR
A RBEERERARE ZFi
EREXNzA2 - EERRF
HRe REEMEHERER

BEMRSE-
(ii) RZTETEMF-A—HEXKE
BRIFARARBETERRZAZ

TENF=ZRA-_+AHBILHM-
REBRXAEERNBARPEH
RARBITER AT LN B
436,000 T (BE=ZTT=F
+Z A=+ -—HLEFE:
1,873,000 7T ) °
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NOTES TO THE FINANCIAL STATEMENTS

B % R R MR

31 December 2004

36.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTION (continued)

()

(continued)

Notes: (continued)

(i)

(iv)

The rental expenses were paid to CEH
for a staff quarters. The rental expenses
were based on the agreements signed.

The Group purchased raw materials from
PR REAEINESERAR (‘FT K
X”), a wholly-owned subsidiary of the
ultimate holding company of CEH. The
directors of the Company considered that
the purchases of raw materials were
charged with reference to the cost of &

TR,

On 23 November 2001, a tenancy
agreement was entered into between the
Group and CEH, under which the Group
agreed to let and CEH agreed to lease a
portion (with saleable area of
approximately 4,586 square feet) of an
investment property of the Group situated
in Hong Kong at a monthly rental of
HK$185,000 (inclusive of management
fee, insurance, government rent and
rates) for a term of two years
commencing from 28 November 2001
(the “CEH Tenancy Agreement”). The
directors considered that the monthly
rentals were charged by the Group with
reference to the prevailing market prices.
No renewal of the tenancy agreement was
made between the Group and CEH upon
expiry of the CEH Tenancy Agreement in
the prior year.

36.

—EENFEL—A=+—H

FREAIXZRBERS (#)

(a) (#)

fif it ()

(iif) HeXH IS FHRERER M
HAEIF: HeTHRED

Fal et He

(iv) ARERAEEKEERAA
ZEAWBLRRBXAETE
SNEHERAR ([BHRK])
KERH - AR EERRRE
REZBRID2EMA IR ZK

KEE-

(v) RZZTT—F+—A=+=8"
AEEHEYXKEBTIHAER
FBEALERELE X
AREBREHEAEENRES
ZEEMER > EE (ERERE
#74,586F 5 R) - A7 185,000
B BREERE RB - R
EZf-A-TT—F+—A=+
NBREREHMFE ([XAXEER
#) BERA AMEIAAE
E2ERTMBHESEET -
SESENXAEBTERASLAHEE
BENREEEMBEIEEEE

15 7
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

36. RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTION (continued)

(b)

On 21 March 2003, the Company entered
into an agreement (the “CEIL Agreement”)
with a subsidiary of CEH, China Everbright
International Limited (“CEIL”), a company
incorporated in Hong Kong and listed on
the Stock Exchange. Pursuant to the CEIL
Agreement, the Company agreed to
purchase and CEIL agreed to sell its 100%
interests in each of Tung On Assets Limited
(“Tung On”) and Bright Merit Investments
Limited (“Bright Merit”) at an aggregate cash
consideration of HK$7,000,000. Tung On
and Bright Merit together held an aggregate
72.01% interest in Wellpeck International
Group Limited (“Wellpeck”).

The principal activities of Wellpeck and its
subsidiaries (the “Wellpeck Group”) are the
manufacture and sale of timber products,
the development and servicing of
machineries, investment holding, and the

trading and export of timber products.

As at 31 December 2003, certain of the
Group’s bank loans of HK$209,879,000 (the
“Guaranteed Loan”) were supported by the
corporate guarantee executed by CEH. The
Guaranteed Loans were fully repaid during
the year.

Bt 7% R &k K &

—EENFEL—A=+—H

36. FHEAIXRERBEERS (&)

RZEE=F=A=+—RH ARF
B3 KR E 2 B A B B K E
BRARDE ([HRER]) AT
([RREEGZER]) - HKRERRE
AR SL  PABE R AT T o IR IR
RNEE S ARRIRERE Mk
KB R E HE M Tung On Assets
Limited ([ Tung OnJ ) X Bright Merit
Investments Limited ( [ Bright
Merit]) & B 2 100%A% # « 3R & (K8
& #£ 7,000,000/ 7t ° Tung Onk
Bright Merit&d # # & Wellpeck
International Group Limited
( TWellpeck] ) 72.01%H% # °

Wellpeck & E [ & 2 7] ([ Wellpeck
B 2 EEBARBERHEENR
MER RABEREGSHKSE BREER:
UREEREOARMER-

R-BET=F+-_R=+—RH0 4&&
B 5%0209,879,000/8 70 2 % T iR1T
BER(TERER]) B KERA
REZDAERERF-ERERE
RENBHEE-
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

36. RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTION (continued)

(d)

In 2000, the Group advanced a total of
approximately HK$16 million (the “Advance”)
to a former subsidiary of the Company (the
“Borrower”). The advance was supported
by a corporate guarantee provided by China
Everbright Group Limited (“CEG”), a related
company of the Company as at 31
December 2003. In view of the uncertainties
affecting its recoverability, the directors
considered that it was appropriate to fully
write off the Advance during the year ended
31 December 2000. On 15 April 2003, an
agreement was entered into between the
Group and CEG pursuant to which CEG
agreed to compensate the Group for the
Advance by means of the transfer of certain
of the CEG'’s properties located in Mainland
China to the Group. During the year ended
31 December 2003, CEG transferred certain
properties located in Shenzhen and Zhuhai,
Mainland China, to the Group at an agreed
value of approximately HK$16,382,000
arrived at with reference to the valuation
report issued by CCA, which was valued
on an open market vacant possession basis.
As a result of the transfer, a write-back of
provision amounting to HK$16,382,000 has
been credited to the consolidated profit and
loss account for the year ended 31
December 2003.

Details of the connected transaction of the Group

are set out in the Report of the Directors.

36.

—EENFEL—A=+—H

FREAIXZRBERS (#)

) RZZEZZF AEERAREFIH
BRra([EA])BFAEEY
16,000,000/ 7T 2 K 1B ([ B %K
B|) ZBERRER_ZTT=F+
ZA=t—BAARAREHEERF
ZHREHK(EE) BAR ([HKE
AR REDRER-ENRES
R BB EEREREZE
ETEEE+-_A=+—HILFEES
HME BN RE AR E 2 HE-R
—ZEE=FNA+RA AE@EEK
KBARGI M —BHHE HBIL 2K
BARREKBENAREZETY
EBETASE URBMRERAR
EEEHEE- RBEZE 2T =F1
ZA=t+—HLFE XKBRRMA
AREBESEZEE TAUARERIREK
82 W E - 1 7 B A 49516,382,000
BL RS EGETEREAATSER
REEEFRRZEREET EE
E516,382,0008 T 2 BB & REE
HAEE-_EE=F+-_A=+—
HIEFEZGRAEBER

AEEBEXFHEBRARESTERSE-
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2004

37.

POST BALANCE SHEET EVENTS

Save as disclosed elsewhere in the financial

statements, the Group also has the following

significant post balance sheet events:

()

Subsequent to the balance sheet date, in
January 2005, the disposal of certain of the
Group’s leasehold land and buildings and
investment properties as set out in note 12

to the financial statements was completed.

On 29 November 2004, the Company and
Jian Guan (collectively the “Acquirers”),
entered into agreements (the “Provisional
Agreements”) with Beijing Haikai Real Estate
Group Company, and Commercial Facility
Construction and Managing Company of
Haidian District of Beijing (collectively the
“Vendors”), two companies established in
Mainland China and independent to the
Group, whereby the Acquirers agreed to
conditionally acquire from the Vendors a
21% equity interest in Beijing Haidian
Science Park Development Co., Ltd.
(“Beijing Haidian”), a company established
in the PRC, at an aggregate cash
consideration of RMB133,560,000
(approximately HK$126,000,000), subject to
adjustment as detailed in the Company’s
announcement dated 2 December 2004.

Further details of the above transaction are
set out in the announcement of the

Company dated 2 December 2004.

Subsequent to the balance sheet date, the
Group paid a refundable deposit of
approximately HK$38 million in respect of
the proposed acquisition of a 21% equity
interest in Beijing Haidian. Such proposed
acquisition is still not yet completed at the
date of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
B % R R MR

31 December 2004

37.

38.

39.

POST BALANCE SHEET EVENTS (continued)

(c) Subsequent to the balance sheet date in
March 2005, the disposal of the Group’s
associates and the waiver of amount due
to the associate as set out in note 15 to

the financial statements were completed.

COMPARATIVE AMOUNTS

As further explained in note 3 to the financial
statements, the property development business
and the property investment business are
reclassified as two separate business segments.
The directors are of the opinion that such
reclassification is necessary in order to give a better
understanding of the performance of the Group.
Also, certain comparative figures have been
reclassified to conform with the current year’'s

presentation.
APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and

authorised for issue by the board of directors on
22 April 2005.
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