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NOTES TO THE ACCOUNTS

For the year ended 31st December 2004
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1.

PRINCIPAL ACTIVITIES

China Everbright Limited (the “Company”) is incorporated
in Hong Kong with its shares being listed on The Stock
Exchange of Hong Kong Limited. The directors of the
Company consider China Everbright Holdings Company
Limited, a company incorporated in Hong Kong, to be the
ultimate holding company of the Company.

The Company is an investment holding company and,
through its subsidiaries and associates, is principally
engaged in investment holding and provision of financial
services.

SIGNIFICANT EFFECT OF ADOPTION OF NEW
ACCOUNTING STANDARDS

During the year, the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) issued a number of new Hong Kong
Financial Reporting Standards (“HKFRS”) and revised Hong
Kong Accounting Standards (“HKAS”) (together “new
HKFRSs”) which are effective for accounting periods
beginning on or after 1st January 2005. The Company and
its subsidiaries (collectively the “Group”) have early adopted
the following three new HKFRSs prospectively from 1st
January 2004:

HKAS 36 Impairment of Assets
HKAS 38 Intangible Assets
HKFRS 3 Business Combinations

The early adoption of the above new HKFRSs has resulted
in a prospective change in the accounting policies for
consolidation, goodwill and trading rights.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

2.

SIGNIFICANT EFFECT OF ADOPTION OF NEW
ACCOUNTING STANDARDS (continued)

Adoption of HKFRS 3

Prior to the adoption of HKFRS 3, goodwill on acquisitions
occurring on or after 1st January 2001 was included in
intangible assets and was carried at cost less accumulated
amortisation and accumulated impairment losses. Goodwill
was amortised using the straight-line method over its
estimated useful life of 10 years. Goodwill on acquisitions
that occurred prior to 1st January 2001 was eliminated
against reserves. According to Interpretation 13 “Goodwill
— continuing requirements for goodwill and negative goodwiill
previously eliminated against/credited to reserves” issued
by HKICPA, any impairment loss identified in respect of
goodwill previously eliminated against reserves should be
recognised in the profit and loss account.

Upon the adoption of HKFRS 3, the Group ceased
amortisation of goodwill recorded as intangible assets from
1st January 2004, accumulated amortisation as at 1st
January 2004 had been eliminated with a corresponding
decrease in the cost of goodwill. Goodwill recorded as
intangible assets is tested annually for impairment.

In accordance with HKFRS 3, impairment loss identified in
respect of goodwill previously eliminated against reserves
shall not be recognised in the profit and loss account. Had
HKFRS 3 not been early adopted, the Group would have
recorded an impairment loss on goodwill relating to
investment in China Everbright Bank Company Limited and
Everbright Securities Company Limited previously eliminated
against reserves of HK$3,412 million. The Group’s net loss
for 2004 would have been increased by the same amount.
The net assets of the Group would have remained
unchanged had the above-mentioned impairment loss been
recognised in the profit and loss account.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
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2.

SIGNIFICANT EFFECT OF ADOPTION OF NEW
ACCOUNTING STANDARDS (continued)

Adoption of HKAS 38

Prior to the adoption of HKAS 38, the trading rights
allocated on 6th March 2000, the effective day of the merger
of The Stock Exchange of Hong Kong Limited, Hong Kong
Futures Exchange Limited and Hong Kong Securities and
Clearing Corporation Limited, were stated at nominal value
of HK$1 each. Trading rights subsequently acquired were
stated at amortised cost less any provision for impairment
in value, where appropriate. Amortisation was calculated
on a straight line basis at an annual rate of 20%.

Upon the adoption of HKAS 38, trading rights are stated at
cost upon initial recognition. Subsequently, they are carried
at cost less any accumulated impairment losses. The
accumulated amortisation of trading rights as at 1st January
2004 had been eliminated with a corresponding decrease
in the cost of trading rights. Trading rights are tested
annually for impairment.

Had HKAS 38 not been early adopted, amortisation charge
for trading rights of HK$342,000 would have been recorded
for the year ended 31st December 2004.

Adoption of HKAS 36

The early adoption of HKS 36 does not have a material
impact on the accounts of the Group.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation
of the accounts are set out below:

(a)

(b)

Basis of presentation

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

Except for the three new HKFRSs mentioned above,
the Group has not early adopted other new HKFRSs
in the accounts for the year ended 31st December
2004. The Group has already commenced an
assessment of the impact of other new HKFRSs but
is not in a position to state whether these other new
HKFRSs would have a significant impact on its results
of operations and financial position.

Group accounting

() Consolidation

The consolidated accounts include the
accounts of the Company and its subsidiaries
made up to 31st December.

Subsidiaries are those entities in which the
Company, directly or indirectly, controls the
composition of the board of directors, controls
more than half the voting power or holds more
than half of the issued share capital.

The results of subsidiaries acquired or
disposed of during the year are included in
the consolidated profit and loss account from
the effective date of acquisition or up to the
effective date of disposal, as appropriate.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(b)

Group accounting (continued)

(1)

(i)

Consolidation (continued)

The gain or loss on the disposal of a
subsidiary represents the difference between
the proceeds of the sale and the subsidiary’s
net assets together with any goodwill or
negative goodwill and which was not
previously charged or recognised in the
consolidated profit and loss account. In
accordance with the provisions of HKFRS 3,
goodwill previously eliminated against reserve
will not be recognised in the profit and loss
accounts when all or part of the business to
which the goodwill relates is disposed.

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

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

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

Joint ventures

A joint venture is a contractual arrangement
whereby the Group and other parties
undertake an economic activity which is
subject to joint control and none of the
participating parties has unilateral control over
the economic activity.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Group accounting (continued)

(i)

(i)

Joint ventures (continued)

The consolidated profit and loss account
includes the Group’s share of the results of
jointly controlled entities for the year, and the
consolidated balance sheet includes the
Group’s share of the net assets of the jointly
controlled entity and goodwill/negative
goodwill (net of accumulated amortisation) on
acquisition.

In the Company’s balance sheet, the
investment in jointly controlled entity is stated
at cost less provision for impairment losses.
The results of jointly controlled entity are
accounted for by the Company on the basis
of dividends received and receivable.

Associates

An associate is a company, not being a
subsidiary or a jointly controlled entity, in
which an equity interest is held for the long-
term and significant influence is exercised in
its management.

The consolidated profit and loss account
includes the Group’s share of the results of
the associates for the year, and the
consolidated balance sheet includes the
Group’s share of the net assets of the
associates and goodwill/negative goodwill (net
of accumulated amortisation charge prior to
1st January 2004) on acquisition.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(b)

Group accounting (continued)

(i)

(iv)

Associates (continued)

The gain or loss on the disposal of an
associate represents the difference between
the proceeds of the sale and the Group’s
share of its net assets together with any
goodwill or negative goodwill and which was
not previously charged or recognised in the
consolidated profit and loss account. In
accordance with the provisions of HKFRS 3,
goodwill previously eliminated against reserve
will not be recognised in the profit and loss
accounts when all or part of the business to
which the goodwill relates is disposed.

Equity accounting is discontinued when the
carrying amount of the investment in an
associate reaches zero, unless the Group has
incurred obligations or guaranteed obligations
in respect of the associate.

In the Company’s balance sheet the
investments in associates are stated at cost
less provision for impairment losses. The
results of associates are accounted for by the
Company on the basis of dividends received
and receivable.

Translation of foreign currencies

Transactions in foreign currencies are
translated at exchange rates ruling at the
transaction dates. Monetary assets and
liabilities expressed in foreign currencies at
the balance sheet date are translated at rates
of exchange ruling at the balance sheet date.
Exchange differences arising in these cases
are dealt with in the profit and loss account.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Group accounting (continued)

(iv)

Translation of foreign currencies (continued)

The balance sheet of subsidiaries, jointly
controlled entity and associates expressed in
foreign currencies are translated at the rates
of exchange ruling at the balance sheet date
whilst the profit and loss is translated at
average rates. Exchange differences are dealt
with as a movement in reserves.

(c) Intangible assets

(1)

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the
Group’s share of the net assets of the acquired
subsidiary/joint venture/associate at the date
of acquisition.

In accordance with the provisions of HKFRS
3, the Group ceased amortisation of goodwill
from 1st January 2004; the accumulated
amortisation as at 1st January 2004 has been
eliminated against the cost of goodwill.
Goodwill is tested annually for impairment.
Goodwill
reserves will not be recognised in profit and

previously eliminated against

loss accounts when all or part of the business
to which the goodwill relates is disposed or
when a cash-generating unit to which the
goodwill relates becomes impaired.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(c)

Intangible assets (continued)

(1)

(i)

Goodwill (continued)

The new accounting policy for goodwill has
been applied prospectively as at 1st January
2004. Prior to the adoption of HKFRS 3,
goodwill on acquisitions occurring on or after
1st January 2001 was included in intangible
assets and carried at cost less accumulated
amortisation and accumulated impairment
losses. Goodwill was amortised using the
straight-line method over its estimated useful
life of 10 years. Goodwill on acquisitions that
occurred prior to 1st January 2001 was
eliminated against reserves and any
impairment arising on such goodwill would
have been accounted for in the consolidated
profit and loss account.

Trading rights

Trading rights are stated at cost upon initial
recognition. Prior to 1st January 2004, they
were carried at cost less any accumulated
impairment losses, and amortised on a
straight-line basis over their estimated useful
lives. With the adoption of HKAS 38 as at 1st
January 2004, trading rights are deemed to
have indefinite lives and are not amortised
but are tested for impairment annually.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(d) Fixed assets

(1)

Investment properties

Investment properties are interests in land and
buildings in respect of which construction
work and development have been completed
and which are held for their investment
potential, any rental income being negotiated
at arm’s length.

Investment properties are valued every year
by an independent valuer. The valuations are
on an open market value basis related to
individual properties and values are not
separately attributed to land and buildings.
The valuations are incorporated in the
accounts. Increases in valuation are credited
to the asset revaluation reserve. Decreases in
valuation are first set off against increases on
earlier valuations on a portfolio basis and
thereafter are debited to the profit and loss
account. Any subsequent increases are
credited to the profit and loss account up to
the amount previously debited.

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

3.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(d)

Fixed assets (continued)

(i)

(ii)

(iv)

Other properties

Other properties are interests in leasehold land
and buildings other than investment properties
and are valued every year by an independent
valuer. The valuations are on an open market
basis related to individual properties and
values are not separately attributed to land
and buildings. Increases in valuation are
credited to the asset revaluation reserve.
Decreases in valuation are first offset against
increases on earlier valuations in respect of
the same property and are thereafter debited
to the profit and loss account. Any subsequent
increases are credited to the profit and loss
account up to the amount previously debited.

Other fixed assets

Other fixed assets, comprising leasehold
improvements, furniture, fixtures, equipment
and motor vehicles are stated at cost less
accumulated depreciation and accumulated
impairment losses.

Depreciation

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

3.

TESHBE )

(d)

BE&EE (&)

(i)

(iii)

(iv)

i E7ES

HibMEEERREY
FIELHREET
Frib 2 st WA 7
HEMSFHE—KR-
EEEABENYEZ
AATER/FEREE.
miwREEL 5
FfhE B b2 B ER
ANBESRFHE BE
AEEER-MESR
Al Z BEHHE ARE
B RPN - BRI
] 3B (B # B A B s R
M= AR ATHR
Z & BRRe

H b Bl E & E

HEHEEEE (AHEE
MERERE RA-KE-
RERIAE) UKAE
HWREE R RER
BEEEY AR

wE
AR 20F AT

FHZEREMEYDR
MOEBFERTE




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(d) Fixed assets (continued)

(iv)

Depreciation (continued)

Leasehold land and buildings of other
properties is depreciated over the period of
the lease while other fixed assets are
depreciated at rates sufficient to write off their
cost less accumulated impairment losses over
their estimated useful lives on a straight-line
basis. The principal annual rates are as
follows:

Over the shorter of the
term of the lease, or

Leasehold land and buildings

50 years
Leasehold improvements 20%
Furniture, fixtures and 20%
equipment
Motor vehicles 20%

Major costs incurred in restoring fixed assets
to their normal working condition are charged
to the profit and loss account. Improvements
are capitalised and depreciated over their
estimated useful lives to the Group.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(d) Fixed assets (continued)

(v) Impairment and gain or loss on sale

At each balance sheet date, both internal and
external sources of information are considered
to assess whether there is any indication that
fixed assets are impaired. If any such
indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the
asset to its recoverable amount. Such
impairment losses are recognised in the profit
and loss amount except where the asset is
carried at valuation and the impairment loss
does not exceed the revaluation surplus for
that same asset, in which case it is treated
as a revaluation decrease.

The gain or loss on disposal of a fixed asset
other than investment properties is the
difference between the net sales proceeds and
the carrying amount of the relevant asset, and
is recognised in the profit and loss account.
Any revaluation reserve balance remaining
attributable to the relevant asset is transferred
to retained earnings and is shown as a
movement in reserves.

(e) Operating leases

Leases where substantially all the risks and rewards
of ownership of assets remain with the lessor are
accounted for as operating leases. Rentals applicable
to such operating leases net of any incentives
received from the lessor are charged to the profit
and loss account on a straight-line basis over the
lease periods.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Investments in securities

(1)

(i)

Non-trading securities

Investments which are held for non-trading
purpose are stated at fair value at the balance
sheet date. Fair value represents the quoted
market price for securities that are actively
traded in a liquid market. For securities which
are not actively traded or are unlisted, fair
value is estimated by way of various pricing
techniques including discounted cash flow and
dividend yield analysis.

Changes in fair value of non-trading securities
are recognised in the investment revaluation
reserve until the security is sold, or is
determined to be impaired, at which time the
cumulative gain or loss representing the
difference between the net sales proceeds/
net recoverable amount and the carrying
amount of the relevant security, together with
any surplus/deficit transferred from the
investment revaluation reserve, is dealt with
in the profit and loss account.

Trading securities

Trading securities are carried at fair value. At
each balance sheet date, the net unrealised
gain or loss arising from the changes in fair
value of trading securities are recognised in
the profit and loss account as they arise. Gain
or loss on disposal of trading securities,
representing the difference between the net
sales proceeds and the carrying amounts, are
recognised in the profit and loss account as
they arise.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(9)

(h)

(M

@

Accounts receivable

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

Cash and cash equivalents

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash
on hand, deposits held at call with banks, cash
investments and time deposits with a maturity of
three months or less from date of investment and
bank overdrafts.

Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events, it is probable that an outflow of
resources will be required to settle the obligation,
and a reliable estimate of the amount can be made.
Where the Group expects a provision to be
reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is
virtually certain.

Employee benefits
(i) Employee leave entitlements

Employee entitlements to long service leave
are recognised when they accrue to
employees. An accrual is made for the
estimated liability for long service leave as a
result of services rendered by employees up
to the balance sheet date.

Employee entitlements to annual leave, sick
leave and maternity leave are recognised when
the absences occur.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

()] Employee benefits (continued)

(i)

(iii)

Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as a
result of services rendered by employees and
a reliable estimate of the obligation can be
made.

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

Pension obligations

The Group offers a mandatory provident fund
scheme and defined contribution schemes,
the assets of which are held in separate
trustee — administered funds. These pension
schemes are funded by payments from
employees and by the Group.

The Group’s contributions to the mandatory
provident fund scheme and the defined
contribution schemes are expensed as
incurred. Contributions to the defined
contribution schemes forfeited in respect of
those employees who leave the scheme prior
to vesting fully in the contributions is
recognised as other income in the profit and
loss account.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

1)

(k)

U]

Employee benefits (continued)

(iv) Share options

The Group operates share option schemes
where directors or employees are granted with
options to acquire shares of the Company at
specified exercised price. No compensation
cost is recognised in the profit and loss
account.

Trust accounts

Trust accounts maintained by the company to hold
clients’ monies are treated as off balance sheet items
and disclosed in the notes to the accounts.

Deferred taxation

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

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

Deferred income taxation is provided on temporary
differences arising on investments in subsidiaries,
associates and joint ventures, except where the
timing of the reversal of the temporary difference
can be controlled and it is probable that the
temporary difference will not reverse in the
foreseeable future.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(m)

(n)

Contingent liabilities and contingent assets

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

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

A contingent asset is a possible asset that arises
from past events and whose existence will be
confirmed only by the occurrence or non-occurrence
of one or more uncertain events not wholly within
the control of the Group.

A contingent asset is not recognised but is disclosed
in the notes to the accounts when an inflow of
economic benefits is probable. When inflow is virtually
certain, an asset is recognised.

Turnover

Turnover represents the aggregate of investment
returns from trading securities, interest income,
dividend income, rental income, brokerage
commission and service income.

Bt A2
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(o)

(p)

Revenue recognition

Brokerage commission and realised gains and losses
from disposal of trading and non-trading securities
are recognised in the profit and loss account on a
trade date basis when the relevant transactions are
executed.

Unrealised gains and losses on trading securities
are recognised in the profit and loss account on any
change in fair values of trading securities.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts
outstanding and the interest rates applicable.

Dividend income is recognised when the right to
receive payment is established.

Operating lease rental income is recognised on a
straight-line basis.

Service income is recognised when the related
service is provided.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
that necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised
as part of the cost of that asset.

All other borrowing costs are charged to the profit
and loss account in the year in which they are
incurred.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(q) Segment reporting

In accordance with the Group’s internal financial
reporting the Group has determined that business
segments be presented as the primary reporting
format and geographical as the secondary reporting
format.

Unallocated costs represent corporate expenses.
Segment assets consist primarily of intangible assets
except goodwill arising on investment in associates,
fixed assets, investments in securities, receivables
and operating cash and exclude item such as
deferred tax assets, investment on associates and
jointly controlled entity. Segment liabilities comprise
operating liabilities and exclude items such as
provision for taxation and certain corporate
borrowings. Capital expenditure comprises additions
to intangible assets and fixed assets, including
additions resulting from acquisitions through
purchases of subsidiaries. In respect of geographical
segment reporting, revenues are based on the
country in which the operating activities are carried
out. Segment assets and capital expenditure are
based on where the assets are located.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(r)

Derivative financial instruments

Derivative financial instruments arise from swaps,
options and futures contracts transactions
undertaken by the Group in the equity markets for
trading purposes.

Transactions undertaken for trading purposes are
marked to fair value. For exchange traded contracts,
fair value is based on quoted market prices. For
non-exchange traded contracts, fair value is based
on dealer quotes, pricing models or quoted prices
for instruments with similar characteristics. The gain
or loss arising from change in fair value is recognised
in the profit and loss account.

Fair value assets/liabilities arising from marking to
fair value trading equity derivatives are included in
“Debtors, deposits and prepayments” and “Creditors,
deposits received and accrued charges” respectively.

Assets and liabilities arising from derivatives
transactions are netted off only when the Group has
entered into master netting agreements or other
legally enforceable arrangements, which assures
beyond doubts, the Group’s right to insist on
settlement with the same counterparty on a net basis
in all situations of default by the other party or parties
including insolvency of any parties to the contract.

Derivative transactions are not offset unless the
related settlement currencies are the same, or are
denominated in freely convertible currencies for which
quoted exchange rates are available in an active
market.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

B e A 72

BB E CHINA EVERBRIGHT LIMITED

4. TURNOVER AND OTHER REVENUES 4. EEBENHMBA
The Company is an investment holding company and, NN D=E5 &= 2} /NI 2 7ok - B
through its subsidiaries and associates, is principally BRARRBEDNG HBERELERR
engaged in investment holding and provision of financial RESERB - RNEEINRZ EERE
services. Turnover and other revenues recognised during EEMKERIAT:
the year are as follows:
2004 2003
—EENEF —EE=F
HK$’000 HK$’000
BT T BT T
Turnover EERE
Net realised gain on disposal HEXSFKREZER
of trading investments F U E
— trading securities —R5EH 29,215 48,027
— equity derivatives - BRETAETH 1,133 6,119
Net unrealised gain on RHGWELZRER
trading investments F U E
— trading securities —R5EH 22,553 56,275
— equity derivatives —-lREFTETA - 4,381
Interest income FE WA
- bank deposits —RITF R 10,966 3,144
— advances to customers —BEPEN 22,081 14,116
— others —Hfth 3,302 7,797
Dividend income AR B A
— listed investments — WA 36,599 52,062
— unlisted investments —JELEMERE 1,381 490
Gross rental income from investment REKREMERS

properties FEN N 1,414 1,659

Brokerage commission and service income #% 42 & £ AR 75 U A 95,308 112,630
___...223,952 __....306,700
Other revenues Hug A
Net gain on disposal of non-trading HEIFZZELEZ
securities F W E 203,924 70,933
Recovery of doubtful debts previously [B] 5 DA B F € R BR £ 48
written off 91 130
Gain on disposal of a jointly & H R E 8
controlled entity 8 25 5 F 1,806 =
Gain on disposal of fixed assets e BT B E K= 378 1,872
Compensation from legal claim FEAREE - 2,241
Increase in valuation of properties which 2 Bil & £ 18 25 & X
have previously been written down and BEZFEENIEE
charged to the profit and loss account 57,428 -
Others HAh 4,027 107
_....2e67654 75,283
Total revenues FEEL N 491,606 381,983
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

5.  OPERATING PROFIT 5. KERAF
Operating profit is stated after charging the following: KERFBEMBETFIIEE :
2004 2003
—EENEF —EE=F
HK$°000 HK$’000
BT T B FT
Exchange loss, net M 5 B8 F E 554 20
Depreciation on owned assets BEEBRTEEENE 4,817 4,739
Revaluation deficit on fixed assets HEHEEEERE - 4,759
Amortisation of goodwill 7 2 5 - 13,200
Amortisation of trading rights R 5 - 250
Operating lease rentals in respect of TR EELE
rented premises HEMES 2,811 2,925
Operating lease rentals in respect of e RERLE
rented equipment HERS 22 107
Auditors’ remuneration % EAD B & 1,160 1,160
Provision and write-off of bad and R AR 245 T M BR
doubtful debts - 10,363
6.  FINANCE COSTS 6. HMKBEA
2004 2003
—EENEF —ET=F
HK$°000 HK$’000
BT T BT T
Interest expenses on bank loans RITERZF B 2,170 1,002
Interest expenses to ultimate holding REER AT E R
company (note 26(a)) B (HfiE26(a) 5,755 6,021
7,925 7,023




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

7. STAFF COSTS

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

Salaries and allowances

Staff welfare and insurance

Staff training and recruitment

Pension costs — mandatory provident
fund and defined contribution plans

7. BIEH

2004 2003
—EETNEF —EE=4F
HK$’000 HK$’000
EYT T BT T
T & &OERRL 65,554 54,697
BTRF &RER 2,552 2,866
BT KFE 758 381

BIKKA —BES
B FTE fHEFRET & 1,195 1,030
70,059 58,974

Staff costs include directors’ remuneration (note 8).

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 8.

EMOLUMENTS

(a) Directors’ emoluments

Details of directors’ emoluments pursuant to Section
161 of the Hong Kong Companies Ordinance are

set out below:

Fees for executive directors
Fees for non-executive directors
Other emoluments for executive
directors
— Basic salaries and
allowances
— Bonus

BITESHD
FEHITESHES
WITESEZ
H b B &
—EARFS
KE RS
—JE4L

ETERABEEZMSE (M:E8) -
EERBEEMEeE2EBAENE
&

(a) E=E=#M<

KEBEE R AHEBIZE 161162
BEEMEFND T

2004 2003
—2THmF —FE=F
HK$°000 HK$’000
BETT BETT
790 800

400 387

4,960 4,740
6,100 4,288
12,250 10,215
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

8. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’
EMOLUMENTS (continued)

(a)

Directors’ emoluments (continued)

The emoluments of the directors analysed by the
number of directors and emolument ranges were as
follows:

Executive directors WIESF
- HK$Nil to HK$1,000,000

- HK$1,000,001 to HK$1,500,000
- HK$1,500,001 to HK$2,000,000
- HK$2,000,001 to HK$2,500,000
- HK$2,500,001 to HK$3,000,000

- HK$3,500,001 to HK$4,000,000

FHITEES

Non-executive directors
- HKS$Nil to HK$1,000,000

No directors waived the right to receive emoluments
during the year.

The above analysis has taken into account the
aggregate benefits realised by the directors on the
exercise of share options if any.

Benefits in kind include the difference between the
market price of the Company’s shares upon exercise
of share options and the exercise price of share
options granted to the directors and employees.
During 2003 and 2004, no options were exercised
by directors. Details of options granted and exercised
by employees during the year are described in note
25 to the accounts.

8.

- BEZTZ%%1,000,000T
— 7 1%1,000,00170 £ % % 1,500,0007T
— & #1,500,0017T 2 % %2,000,0007C
— 7% #2,000,0017T 2 % %2,500,0007C
— 7 1%2,500,00170 £ % 3,000,0007T
— 7 1%23,500,00170 £ % % 4,000,0007T
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

8. DIRECTORS’ AND FIVE HIGHEST
EMOLUMENTS (continued)

PAID INDIVIDUALS’ 8.

(b) Five highest paid individuals’ emoluments

Basic salaries and allowances
Bonus

Number of directors
Number of employees

Their emoluments were within

HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000

BEARF & K2R
4

E=AH
BEAZ

the following bands:

7 11,500,0017C £ 7% #2,000,0007T
7% %2,000,0017C & 7 % 2,500,0007T
7% %2,500,0017C & 7 % 3,000,0007T
7 13,000,0017C £ 7% % 3,500,000 7T

During the year, no emoluments were paid to the
five highest paid individuals (including directors and
employees) as an inducement to join the Group or
as compensation for loss of office.

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

EERBEHE 2T B A B KD
€ (&)

BEMEzERBAER

2004 2003

—EENE —EE=F

HK$’000 HK$’000

EY T T BT T

7,097 6,381

5,680 6,078

12,777 12,459

2004 2003

—EZNF —FE=F

3 3

2 2

5 B

B E R T

Number of individual

N

2004 2003

= Lk ZTT=F
2 =

1 3

1 2

1 =

5 5

REFE HEMENTERA
T (BREZEREER) MG
MY T eERalEmA

ANCIEOISE

BfE-

T BE B IR K Y
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

9. TAXATION 9.

Hong Kong profits tax has been provided at the rate of
17.5% (2003: 17.5%) on the estimated assessable profit
for the year. Taxation on overseas profits has been
calculated on the estimated assessable profit for the year
at the rates of taxation prevailing in the countries in which
the Group operates.

The amount of taxation charged to the consolidated profit
and loss account represents:

Company and subsidiaries RAREWEBAF
Current taxation AN A
- Hong Kong profits tax —BEMNFH
- Overseas taxation — g HNEE IR
— Under/(over)provision in —FEFTRE (ZET1R)
respect of prior years < EBE
Deferred taxation EE R IR
— Deferred taxation relating to the —EEHEERER
origination and reversal of B EE A K B B
temporary differences
— Deferred taxation credit resulting — R AE B TE 5 2 3 0
from an increase in tax rate BEEH
Share of taxation attributable to Xy R/N T
associates I8
— Current taxation — REHIE
— Deferred taxation — IR IE
Taxation charge HIAE A

BIE

FRAMNEHEREGEFAERV 2 E
MBHEATER( T T =F:
17.5%) fEH EH BN BT 2 K-
A AR FE AT ERTBNKE
BReaxBimm 2 RITREFE-

ERGBERCHBAERNT:

2004 2003
—EEmE —FT=F
HK$°000 HK$'000
EBET T BT T
5,215 20,456

413 -
3,312 (218)
2,446 (2,805)
- (684)

________ 11,386 ......16,749
- 6,944

2,093 73,2083
.20 80,147
13,479 96,896




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

9.

TAXATION (continued)

The taxation on the Group’s (loss)/profit before taxation
differs from the theoretical amount that would arise using
the taxation rate of the Hong Kong profits tax as follows:

Profit before taxation prior to share
of (losses)/profits less losses of
associates

Calculated at a taxation rate of 17.5%
(2003: 17.5%)

Income not subject to taxation

Expenses not deductible for taxation
purposes

Utilisation of previously unrecognised
tax losses

Recognition of previously unrecognised
tax losses

Tax effect of tax losses and other
deductible temporary differences
not recognised

Under/(over) provision in respect of
prior years

Increase in opening net deferred tax
assets resulting from an increase in
tax rate

Effect of different tax rates of
overseas subsidiaries

Share of taxation attributable to
associates

Taxation charge

LS DR (B1E)

& R B 18 BT 2 B AT

& H

B E17.5%

(ZZT=F:17.5%)

ArEZHIA
BARDZWA
TR Z 2 H

6 3 LA T K B FE 7R

Z B8
ERARFERAER
ZHiE
RERZRBREAM
REER Z 7] HUR E B
ERNTBEE
EFET R (ZFHER)
ZERBH
MEREREL 2 H]
BT IR E EF
GoRepl
BN B 2 =)
MEEZR

FEIG B2 R R 2 TR

BIEE M

B e A 72

BB E CHINA EVERBRIGHT LIMITED

BLIE (&)

NEBEKRTA (BE) BRI Z2FHE
BB EFEGHETENE R E
ZEEMT:

2004 2003
—ETHF —FE=F
HK$°000 HK$’000
BT T BETT
235,143 82,612
41,150 14,457
(60,673) (22,605)
21,490 35,619
(96) (760)

- (13,051)

5,404 6,558
3,312 (218)

- (684)

799 (2,567)
11,386 16,749
2,093 80,147
13,479 96,896
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

10. (LOSS)/PROFIT ATTRIBUTABLE TO SHAREHOLDERS 10.

Net loss for the year of approximately HK$4,450,155,000
(2003: net profit of approximately HK$34,336,000) has been
dealt with in the accounts of the Company.

11. DIVIDENDS 11.

Dividend declared before the balance
sheets date
— Interim dividend, of HK$0.015
(2003: HK$0.01) per ordinary share

— RS

—EE=F:
L)
Dividend proposed after the balance REEHEREZZRE
sheets date
- Final dividend, of HK$Nil —REARE:
(2003: HK$0.033) per ordinary share %78 AL
—EE=F:
7 #3.31)

The directors do not propose any final dividends for the
year ended 31st December 2004.

12. (LOSS)/EARNINGS PER SHARE 12.

The calculation of basic (loss)/earnings per share for the
year is based on the loss attributable to shareholders of
approximately HK$215,192,000 (2003: profit attributable to
shareholders of approximately HK$223,713,000) divided by
the weighted average number of ordinary shares outstanding
during the year of 1,5683,525,234 shares (2003:
1,5663,350,712 shares).

i RSN )

R B A1 .510

BRREM (BE) B

RARREELEZFEBENAEE
4,450,155,0007T (ZEZE =F 1 478
#34,336,0007T Z % HE) °

8=
2004 2003
—gEnF —2T=F
HK$°000 HK$’000
BT EWF T
23,453 15,634
= 51,591
23,453 67,225

BE-TTMA+-A=+-AL
E EFMTRBEERBRE

BR (B8 &

BREX (BE) /BFARKRFEN
BB 48 215,192,0007C (=T Z
=& BB 223,713,0007T) K
NE N BTG 2 AE F 19 8% 2
1,663,525,284% (Z 2 T = F :
1,563,350,712/%) 5+ & o




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

12. (LOSS)/EARNINGS PER SHARE (continued) 12.

The diluted loss per share for the year ended 31st December
2004 is the same as the basic loss per share, as all potential
ordinary shares are anti-dilutive.

The calculation of diluted earnings per share for the year
ended 31st December 2003 is based on the profit for the
year attributable to shareholders after adjusting for the
number of dilutive potential ordinary shares under the share
option schemes.

Reconciliation of the number of ordinary shares for
calculation of basic and diluted (loss)/earnings per share:

Computation of adjusted weighted HAEEAMETIRE
average number of shares Mt E

Weighted average number of shares inissue  ZAE R ETRH 2

during the year maETFEH MRS
Number of shares that would have been BERFARTELZ

issued if the outstanding share options RIRERATEE

were exercised during the year B2k

Adjusted weighted average number of shares %18 N4 F 19 i &

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

R (BB BF (&)

RE-FEMF+-A=+-BL
FENTRESERRERELR
IR F A B AR AR
BER -

HE-ZEZTZ=F+=-A=+—H1
FENBRESRIIZARERE
EEFRMNRCAETEBREM
EXEBEEEERMG 2 MEFH
REGTHE-

FREAREER (BR) BN
RIET BB R

2004 2003
—gemE —TT=F
1,563,525,234 1,563,350,712

Not applicable
TEHR 2,040,621

1,563,525,234 1,565,391,333
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

13. FIXED ASSETS 13. BEEEE

Consolidated

Ee)

Furniture,

fixtures,

Leasehold Leasehold equipment

land and improve-  and motor

buildings  Investment ments vehicles
HEL  properties HEWE KA -%#EB. Total
REE RENE £ RER[E a5t

HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
BETIT BETIT EETTT BETTT BETTT

Cost or valuation RS &E
Beginning of year FNAE 65,430 28,745 9,738 36,886 140,799
Additions NE - = 1,157 3,451 4,608
Disposal & (5,129) (6,417) = (2,239) (13,785)
Surplus on revaluation EhEE 43,345 12,767 - = 56,112
End of year FARBE 103646 35005 10895 38098 187,734
The analysis of cost or XA Sk (B
valuation is as follows: DWW
At cost B - = 10,895 38,098 48,993
At professional valuation EEME 103,646 35,095 - - 138,741
___lo3646 35095 10895 38098 187,794
Accumulated depreciation ZEiTEKFEE
and impairment
Beginning of year FNAE - - 8,349 31,467 39,816
Charge for the year AEEFIE 1,454 = 677 2,686 4,817
Write-back on disposal & By ] 17) - - (2,239) (2,256)
Write-back on revaluation  {h By [ (1,437) - - - (1,437)
End of year FARHE T - E
Net book value REFEE
End of year FRHE 103,646 35,095 1,869 6,184 146,794
Beginning of year FNE 65,430 28,745 1,389 5,419 100,983




B Y KIERAR AT CHINA EVERBRIGHT LIMITED

NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

13.  FIXED ASSETS (continued) 13. BEEEE (&)

Company
AT
Furniture,
fixtures and

Leasehold equipment Motor
Improvement FE -#£E vehicles Total
HEME#EE Rk#&E RE &5t

HK$000 HK$’000 HK$000 HK$’000
BETT  EETT BETT  AETT

Cost A
Beginning and end of year FURERABEE - 1,843 884 2,727
Additions NE 95 169 1,348 1,612
End of year F R 95 2,012 2,232 4,339

Accumulated depreciation ERNE

Beginning of year FH R - 1,843 884 2,727

Charge for the year REFER 11 18 22 51

Eiel @ ypar FARBE U LT | B 06 2018
Net book value IREFE

End of year FRARE 84 151 1,326 1,561

Beginning of year FHI R - - - -
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

13. FIXED ASSETS (continued) 13. BEEEE (&)
The analysis of net book value of leasehold land and HETHEEEHEKREYENERR
buildings and investment properties is as follows: FEITBAT:

Consolidated

RE
Leasehold land Investment
and buildings properties
HELHWREE REME
2004 2003 2004 2003

—EENE —TT=F CZEENFE —TIT=F
HK$°000 HK$°000 HK$°000 HK$°000
BE¥T T BT BET T B F T

Held in Hong Kong REEH L EEE
- on long lease - URBHEOES
(over 50 years) (BBRETF) 82,617 42,413 10,883 5,586
- on medium lease — AR EBEAOREE
(10 to 50 years) (tER+%F) 9,800 6,780 24,212 16,742
Held outside Hong Kong KB B AN T3 K B
- on long lease - AREHEAORE
(over 50 years) (BBRETF) 924 16,237 - 6,417
- on medium lease — LA BHEARE
(10 to 50 years) (+Z2R5+5F) 10,305 = - =
103,646 65,430 35,095 28,745
The Group’s leasehold land and buildings and investment REBREERFRAE2HAEL
properties at 31st December 2004 were appraised by MEEEHEREYERBEENBE L
Messrs. S.H. Ng & Co. Limited, an independent professional FHEFHAIS.H. Ng & Co. Ltd. 3% —
valuer in Hong Kong and Mainland China. These properties ZEWNF+_A=F+—HZEBEE
were appraised on an open market basis and are carried in Ho B YEHAARATEEGIL N
the balance sheet at market value. MEARK-
As at year end, had the leasehold land and buildings been RER MBERESCHETHRE
carried at cost less accumulated depreciation and ENEEERBAKSNRARENE
impairment losses, their carrying amount would have been R EFHREEESER A EREEE
approximately HK$103,133,000 (2003: approximately #)75%108,133,0007C (— T T =4
HK$65,430,000). #)75 ¥ 65,430,0007T ) °
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

13. FIXED ASSETS (continued) 13.

Investment properties of approximately HK$33,353,000
(2003: HK$20,587,000) of the Group are rented out under
operating leases, of which approximately HK$10,883,000
(2003: HK$5,587,000) are rented to an associate and
approximately HK$5,000,000 (2003: HK$3,200,000) are
rented to the ultimate holding company.

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH  14.
SUBSIDIARIES

(a) Investments in subsidiaries

Investments, at cost BE RKAE:
Unlisted shares E EmAR G
Less: provision for impairment OB 3B R B B

in value

The directors are of the opinion that the underlying
value of the subsidiaries is not less than their carrying
value at 31st December 2004.

AR 22 F CHINA EVERBRIGHT LIMITED

BEEE (&)

AN & B (B E 45 % 33,353,000 (=
T = F: 4975 ¥20,587,0007T) Z
BREMEERBLEHAMBL - HAp
#4774 % 10,883,000 (Z T T = 4
#4975 ¥ 5,587,0007T) B ) F8 B — A
i & N B I 4978 ¥ 5,000,0007T (=
TT = 4F: 478%3,200,0007T) E H
HEREER A A

ARERENB LA NE

>5't ‘z‘)

18
R

(a) HBLARAKRE

2004 2003
—EENEF —ET=F
HK$°000 HK$’000
BT T BT T
1,523,120 1,523,120
(2,000) (2,000)
1,521,120 1,521,120

%%W%ﬂ%ﬁﬁ% AW (EE
T MERE—_FTTNFE+ =
A=+—HMKREEE-
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

MEARRERENBARANGE
AR ()

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH 14.
SUBSIDIARIES (continued)

(a) Investments in subsidiaries (continued) (a) MEBEBLARE (&)

ARBR_ZEENFE+ A
=+t HEBTINZENE

As at 31st December 2004, particulars of the
principal subsidiaries of the Company are as follows:

AT
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital NG|
Name of subsidiary i/ ey shares ERfT Fif5EA  Principal activities
WEARERE REEH N R85 REAEE EzEolk TEBEE
CEL Venture Capital The PRC, wholly Not applicable HK$50,000,000 100%  Provision of investment
(Shenzhen) Limited foreign owned THEB  %8%50,000,0007T advisory services and
KAZEREZERE (FI) enterprise investment holding
ERDA hECNEBERE REREBRARE R
REER
CEL Management Services Hong Kong Ordinary HK$2 100%  Provision of
Limited B LRk BT management services
KAERERBBERAF REERRS
CEL (Secretaries) Limited Hong Kong Ordinary HK$2 100%  Provision of
KRER (WE) BRAR BB L@k BT secretarial services
REWE RS
China Everbright Assets Hong Kong Ordinary HK$1,000,000 100% " Investment
Management Limited o L@k %%1,000,0007 RE
HEXAEEERERAA
China Everbright Capital Hong Kong Ordinary HK$100,000 100% ' Provision of corporate
Limited Bk LEk #%100,0007T finance and investment
HEXABREFBR AR advisory services
RECERER
REER RS
China Everbright Finance Hong Kong Ordinary ~ HK$100,000,000 100% " Money lending
Limited BE L@k %%100,000,0007 BRER
HEXAHBERAF




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH  14.

SUBSIDIARIES (continued)

(a)

Name of subsidiary
WEARERE

China Everbright Financial
Holdings Limited
HEXREBERERAF

China Everbright Financial
Investments Limited

PREXAMBREERAT

China Everbright Forex Limited
HEXRIEERAR

China Everbright Forex &
Futures (HK) Limited
(previously known as China
Everbright Futures Limited)

RE X AIME BE ()
ARAR (A [ EXA
MEERRAR])

China Everbright Insurance
Agency Limited
REXRRBREERAF

China Everbright Insurance
Brokers Limited
HEXAREERERAH

China Everbright Research
Limited
FEXAERARERAR

Place of
incorporation/
operation

and kind of
legal entity
o/ B
REEMM

Hong Kong
BE

Hong Kong

B

Hong Kong

BE

Hong Kong
BE

Hong Kong
BE

Hong Kong
BE

Hong Kong
BE

Investments in subsidiaries (continued)

Class of
shares
R85

Ordinary
il
Non-voting
deferred shares

ERZRELERD
Ordinary

£k

Ordinary
1

Ordinary
Fak

Ordinary
Fah

Ordinary
BER

Ordinary
il

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

MEARRERENBATANE

RERRK (&)
(@) MELRRE (F)
Percentage
Particulars of of equity
issued share interest held
capital VO
BT Fif5EA  Principal activities
RAEE EZEok TEBEE
HK$100 100% " Investment holding
BE1007 REER
HK$200,000,000
7 #200,000,0007C
HK$2 100% " Investment
BT RE
HK$38,000,000 100% '  Provision of leveraged
7 %38,000,0007T foreign exchange
trading services
REERAINER S
R
HK$35,000,000 100% " Provision of futures
7 %35,000,0007T brokerage and
leveraged foreign
exchange trading
services
REREELRERS
SNER 5 R
HK$2 100%  Provision of insurance
BT agency services
RERBRAERS
HK$500,000 100%  Provision of insurance
7 %500,0007T brokerage services
RERBREL RSB
HK$5,500,000 100% " Investment research
7 #5,500,0007T REWE
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For the year ended 31st December 2004
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14. INVESTMENTS IN SUBSIDIARIES AND BALANCESWITH 14. HMIBATRERENRBATINE

SUBSIDIARIES (continued) RERR (&)
(a) Investments in subsidiaries (continued) (a) MEBEBLARE (&)
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital NG|
Name of subsidiary a2/ ey shares BT Fif5EA  Principal activities
WEARERE REEMM R85 RAEE EREot TEEER
China Everbright Securities Hong Kong Ordinary ~ HK$150,000,000 100% "' Provision of stock
(HK) Limited Bk L@FE 7%150,000,0007T brokerage services
HEXRES (BE)ERAR REEHERERE
China Everbright Securities Hong Kong Ordinary HK$2 100% " Provision of
(Nominees) Limited o L@k BT nominee services
REERES (REA) REREARS
BRAHE
China Everbright Strategic British Virgin Islands Ordinary US$2 100%  Investment
Holdings Limited REERES Lidik 2ETT ®E
China Everbright Bullion Hong Kong Ordinary HK$1,000 100% " Provision of bullion
Investment Limited Bk LEK #%1,0007T trading services
HEXASERERRAA REFE R SR
Everbright Wisdom Fund Hong Kong Ordinary HK$1,000,000 51%"  Fund Management
Management Limited o L@k %%1,000,0007 BEeEE
KRERELER
BRAHE
Dial Eight Investments Limited  British Virgin Islands Ordinary US$1 100% " Investment in
EBHERES LEk e telecommunication
business
RETNES
Double Fortune Assets Limited ~ Hong Kong Ordinary HK$2 100% " Investment
REEEERAA B EBR BRI k&
Haiford Company Limited Hong Kong Ordinary HK$2 100% "  Property investment
MEERAA B LAk BB NERE
Hairich Enterprises Limited Hong Kong Ordinary HK$10,000 100% "  Property investment
BE LER #%10,0007T NERE
[HD (Malaysia) Sdn. Bhd.? Malaysia Ordinary M$25,000 100%  Investment holding
SRED Rl 25,0005 7T BRARK
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

MEARRERENBATANE
AR ()

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH 14.
SUBSIDIARIES (continued)

(a) Investments in subsidiaries (continued) (a) MEBEBLARE (&)
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital NG|
Name of subsidiary a2/ ey shares BT Fif5EA  Principal activities
WEARERE REEMM R85 RAEE EREot TEEER
Janco Development Limited Hong Kong Ordinary HK$2 100%  Property investment
ERERERAA B LAk BB NERE
Land City Company Limited Hong Kong Ordinary HK$2 100%  Property investment
EEXERAA B LAk BB NERE
Mindson Investment Limited? British Virgin Islands Ordinary USs$1 100% " Investment
REERES LAk e k&
Mutiplus (Warehouse) Limited Hong Kong Ordinary HK$2 100%  Property investment
Rl (HR)ERAA B gl BB NERE
Poseidon Treasure Limited Hong Kong Ordinary HK$2 100% "' Provision of debt
B TRk BT recovery services
RERFERRS
Solidpole Limited Hong Kong Ordinary HK$2 100%  Investment holding
BRERAR B ERR BB BRERK
SeaBright Asset Management Hong Kong Ordinary HK$1,000,000 65%  Asset management
Limited BE L@k 5%1,000,0007 BEER
KRBEEEERBRARA
Seabright China Absolute Cayman Islands Non-participating US$5 100% " Investment
Return Macro Fund Limited ~ H2&5 shares 5%TT RE&
ELEER
Participating US$193.23
redeemable preference 193.23% T
shares
ALERVBENELR
Seabright China Special British Virgin Non-participating US$5 79% " Investment
Opportunities (|) Limited Islands shares 5%TT RE
REERES ELEER
Participating US$50
redeemable preference 50% T
shares
ALERVBENELR
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14. INVESTMENTS IN SUBSIDIARIES AND BALANCESWITH 14. HIBATBRERENBATINE

SUBSIDIARIES (continued) RERR (&)
(a) Investments in subsidiaries (continued) (a) MEBEBLARE (&)
Place of
incorporation/ Percentage
operation Particulars of of equity
and kind of issued share interest held
legal entity Class of capital NG|
Name of subsidiary a2/ e shares 28T FFE&EAX  Principal activities
ol PR REEMN R 1585l BRAHE EREAN TEER
Tankey Management Services Hong Kong Ordinary HK$20 100%  Property investment
Limited 6 TR 20T NERE
BEFRAA
Tendai Limited Hong Kong Ordinary HK$2 100%  Investment in
AREB AT &% LAER BT banking operations
Non-voting  HK$445,000,000 RERTER
deferred shares 7 % 445,000,0007T
EREEETRN
Trycom Management Limited British Virgin Islands Ordinary US$1 100%  Investment
EBHERES gl e RE&
Well Logic Investment Limited Hong Kong Ordinary HK$2 100% " Property investment
HEREERAA o Lak BT MERE
R TR ERE R The PRC, domestic Not applicable RMB1,000,000 95%"  Provision of
BRDH enterprise THEB  AR®1,000,0007T consultancy services
HE B E R A RS
1 Subsidiaries held indirectly. 1 FEHEZ N E A A
2 Subsidiaries not audited by PricewaterhouseCoopers. 2 FEAR B LR K B EETETF
The aggregate net assets of subsidiaries not audited i ) NGTRE S
by PricewaterhouseCoopers is less than 0.1% of AR KB SN EH
the Group’s total assets. & ZRIHI B ARl FE
EWnAXEEEERE D
#0.1% °
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For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES WITH
SUBSIDIARIES (continued)

(b)

(c)

Amounts due from subsidiaries

Amounts due from subsidiaries, other than an amount
of approximately HK$752,630,000 (20083:
HK$571,548,000) which bears interest at an average
of 0.02342% per annum (2003: average of 0.03625%
per annum) and two subordinated loans each of
HK$50,000,000 which are repayable in 2005 and
2006 respectively (2003: a subordinated loan of
HK$50,000,000 which is repayable in 2005), are
unsecured, interest free and have no fixed terms of
repayment.

A provision of HK$719,437,000 was established
against the amount due from a subsidiary as a result
of the impairment loss on the Group’s investment in
Everbright Securities Company Limited directly by
this subsidiary (Note 15(c)).

Amounts due to subsidiaries

Amounts due to subsidiaries are unsecured, interest
free and have no fixed terms of repayment.

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

14. HEBARRERENBATANE
AR ()

(b)

(c)

FE e Y 1B 2 B SRR

FE UGB BB A R FE - B 408 1
752,630,0007C (=TT = :
4978 % 571,548,0007T ) F 1%
F 154 8.0.02342% K B (=
=TT = F : F B F
£.0.03625%) 51 R £ &S
& 50,000,0007T 2 & B B 5K -
PRAR_ZEZTERAR_FTER
FHBH(ZEZ=F 5%
50,000,0007T 2 14 18 B 3% 7
“EERFRE)  HHRIE
HEER S8AGERERE
EEEg-

R HB AR RES B
7 #5719,437,0007T 2 4 -
DA 2 Bt 7 4 [ — Y B 2 )
HARAEHERBEETRAIEE
"EKARN 2B ERE (KT
15(c)) °

FE 1S B 1B 2 R SRR
F& W B 8 1~ B R IR 19 B ZA AT

E-EEMIMEBETEER
/H\Ho
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15. INVESTMENTS IN ASSOCIATES AND AMOUNT DUE 15 B ATFRERENEHEATAR

TO AN ASSOCIATE 15
(a) Investments in associates: (a) HMELATRE:
Consolidated Company
) AL
2004 2003 2004 2003

ZRENE _—TT=-F ZBBRNE _—TIT=F
HK$°000 HK$000 HK$’000 HK$000
YT BETT EEFT BETTT

Investments, at cost BE RKAE:
Unlisted shares in FEEmARG
- Hong Kong —&HB 40,458 40,458 40,390 40,390
- Overseas — /o 5,500,755 5,500,755 8,751,184 3,751,184
Listed shares in Hong Kong & £ M7 - 904,411 - -
Share of post-acquisition  J&E 1k 4 BE 14 % &
reserves (801,887) (184,095) - -

4,739,326 6,261,529 3,791,574 3,791,574

Provision for impairment KERAREEE

charged against (KtaE15()(i)

investment costs

(Note 15(c)(i)) (165,548)  (165,548) (3,791,574) (40,931)
Provision for impairment HERBREES

charged against

goodwill reserve! - (119,118) - -

(165,548) (284,666)  (3,791,574) (40,931)

Premium on acquisition W% B (3,544,429) (3,710,943) - =

Carrying amount, net REE F5E 1,029,349 2,265,920 - 3,750,643

Quoted market value of EmARROmE

listed shares - 860,365 - -
1 The provision for impairment charged against 1 —EE=F o HEFE A
goodwill reserve in 2003 represents an impairment BEEARKXEEBEERIT

loss of carrying value of International Bank of Asia ERAaE ([BEERT])
Limited (“IBA”) (subsequently renamed as Fubon (BXBREHRT (B
Bank (Hong Kong) Limited) based on the general B)BRAA]) BB E
offer made by an independent third party at =F A ZRIEEE 13,68
HK$3.68 per share. The investment in IBA was TTHEM 2 BB AT 5 RE2
disposed in March 2004 at $3.68 per share. No JHEEE - BEEIRITZ R

gain or loss was recognised in 2004 as a result of AR -ZZZME= LI

the disposal. BR(E(B & #3.68T 1 & -

AR A M & I AF (A 2
AERR -—ZFENEFEA
BEo
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15. INVESTMENTS IN ASSOCIATES AND AMOUNT DUETO 15. HEATRERENBE ATR

AN ASSOCIATE (continued) 15 (&)
(a) Investments in associates: (continued) (a) HBELATRE: (B)
The directors are of the opinion that the underlying EEMRBBELARNEE
value of the associates is not less than the carrying AITMER=_ZZTWNF+=A
amount of the associates at 31st December 2004. = +—HMNEREE
(b) As at 31st December 2004, particulars of the (b) ATEBR-ZTENFE+=-A
principal associates of the Group are as follows: =t—H ' xEHKZELQATER
mh:
Percentage of equity
interest held
Place of AT ER
Incorporation/ BB AL
Name of associate operation Principal activities Directly Indirectly
BEARER M e FEER HiZ Gk
China Everbright Bank Company The PRC Banking operations 21.39% -
Limited (“Everbright Bank”) H RITEHR
B RIBITIRH BRA A
([ H#KRET])
Everbright Securities Company The PRC Securities operations - 49%
Limited (“Everbright Securities”) () FHEB
RRIEHEREFAT]
(THRFEF]D) ()
(i) Pursuant to a proposed capital restructuring plan (i) R K K G 5.2 R 17 E 4
of Everbright Securities, the Group’s shareholding A RNEEZERE R
in Everbright Securities would be diluted from 49% #EEH49% TR 245.46% °
to 45.46%. The capital restructuring plan was not HE-_TZFTWF+=-A=
finalised as at 31st December 2004. +—H HEZEZRHE

A8 51 &) i K ST
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNT DUETO 15. HEATIRERENHBKE AT

AN ASSOCIATE (continued) 15 (&)

(c) Supplementary unaudited financial information (c) FEBEQRTAZHAMBE
of principal associates #
Supplementary unaudited financial information of FEBERNRZARKLCENH
principal associates extracted from their management T BEREHEE S
accounts after making necessary adjustments to DAl EERRE WLEERA
conform to the Group’s accounting policies and BUATFEAER 2 S5 BUR
prepared under accounting principles generally kBB EL:

accepted in Hong Kong is as follows:

China Everbright
Everbright Bank Securities
HRERAT 3 KHE #H
RMB’000 RMB’000
AREFT AREFT
(note (i) (note (ii)
(HtaE()) (Kt &2 (i))
Profit and loss account BE-ZZN&+=A
for the year ended =+—BzEHEXR
31st December 2004
Turnover LR 15,930,000 638,984
Loss before taxation bR B ES 18 (6,196,000) (219,296)
Current taxation expense REFFIA - -
Deferred taxation EER BN (BA)
credit/(expense) 1,614,000 (4,532)
Minority interests LERERER - 7,496
Loss attributable to IR R EAE B 1R
shareholders (4,582,000) (216,332)




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNT DUE TO  15.

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

BEQNRARERENBE QAR

AN ASSOCIATE (continued) 1| (&)
(c) Supplementary financial information of principal (c) FEBEQRTAZHARBE
associates (continued) #B (&)
China Everbright
Everbright Bank Securities
X AREBAT K 3
RMB’000 RMB’000
AR TFT AR TFT
(note (i) (note (i)
(HraE () (KT &% (i)
Balance sheet as at R-ZEZTNE+=A
31st December 2004 =t+t—HZEE&EX
Total assets BEE 423,690,000 3,034,159
Total liabilities e R (421,948,000) (779,794)
1,742,000 2,254,365
Goodwill previously eliminated ERFEETHIEZEE
against reserves (4,657,000) -
Minority interests D eI R S = (25,504)
Net (liabilities)/assets F (k) BE (2,915,000) 2,228,861
Note (i): Bz ) -

The directors of the Group understand that the major
shareholders of Everbright Bank and the relevant regulatory
authorities are in the process of devising a financial
restructuring plan for Everbright Bank to enhance its capital
position and competitiveness. The directors of the Group
are also aware that Everbright Bank is taking active
measures to secure financial support for its operations
including the introduction of strategic investors.

P EBE 2 B FFIE AR KRTT
ZETERREAGHEEHBIER
A HARRITZ BERIGHRIF
FE 7 T2 7T 1 T B A et B o 2N 5
Bz EE )T 2 8 KIRITIE
FRERTEIR B9 7 bt K AR I B 28 B
BRR BRESIARBERER -
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNT DUE TO
AN ASSOCIATE (continued)

(c)

(d)

Supplementary financial information of principal
associates (continued)

Note (i): (continued)

At the date of this report, the Group does not have any
plan nor obligation, constructive or otherwise, to inject
further capital to Everbright Bank or make payments or
extend guarantees on behalf of Everbright Bank beyond
the Group’s original investment. Any future restructuring
plan for Everbright Bank would need to be assessed by
the directors of the Group, and the terms and merit of the
plan to the Company would require shareholders’
consideration and approval.

Based on the unaudited financial results of Everbright Bank
for the year ended 31st December 2004, the Group’s share
of loss in Everbright Bank amounted to HK$924 million.
Before accounting for the Group’s share of loss from
Everbright Bank for the year ended 31st December 2004,
the Group’s carrying value of its investment in Everbright
Bank was HK$331 million.

The attributable loss from Everbright Bank in 2004 reduced
the Group’s carrying value of its investment in Everbright
Bank of HK$331 million to zero as at 31st December 2004.
The remaining portion of attributable loss of HK$592 million
was not recorded by the Group.

The investment cost in Everbright Bank in the Company’s
balance sheet of HK$ 3.75 billion was also fully provided
for during the year ended 31st December 2004.

Note (ii):

The Company holds 49% equity interest in Everbright
Securities indirectly through a subsidiary. For the year
ended 31st December 2004, an impairment loss of HK$719
million was made against the investment of Everbright
Securities, in form of provision against the amount due
from the subsidiary to the Company of the same amount
(Note 14(b)).

Amount due to an associate

The amount due to an associate is unsecured,
interest free and has no fixed terms of repayment.

15. BMEQNTARERENBHE QAN

15 (%)
(c) EEMELATAZHAMBE
B (&)

(d)

Hrat () - ()

bl =N = = A S 3
(E fa] 51 2] 3 & F - 4 i /2 1 € #2
& H O RRITIEL BB A EE
BRREKAGTE KV EHK
HE PEIE IR o JE A IR7T A5 XK (E (o]
A at &)1 7% i A 5K B 2 EFE AT
15+ B 1 50 R 21 2K 22 7] 2 7 B¢

REBEEE—TTME+—A=1+
— H IR RIT AR AEE A 2 T
HE AEEELAKRTZE
18 BB 59,24 (BT - N EE B R K &
AL XA RITEE =T FPYF
+ZA=+—HIFZEER K
EER FZHARRITRESES
JBEH3.3118 T~

ZEENEEEMGAERRIT R
REELrEEHEE —TTMF 1
ZA=F—HIEZHARRTRE
H B3 3BT IR EE 62 T &8
17 B FE G 5 18 B 6,928 T T &
WARARE B L -

BE—FTFEmMEf—HA=+—H
W ARAEEEBX LA
RITREK K BE37.5(8TE S
BT o

FHEE (i) -

RAREBENE LG ERE
HKAKAEH49% B 1 - B = = FF
FEA - H=+—HI K KFH
R 2 5] B _E B 6 (B 5 18 58
719187 YA BEE AR L 2 FlfE
W8 2 7l 55 (B aF14(b)) »

FE 1S B & A B SRR

JE T B & R B FRIR Y R EE
A 2ERERTEEAMS
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

16. INVESTMENT IN A JOINTLY CONTROLLED ENTITY 16. HEEZEHEEERS

Consolidated

ma
2004 2003
= L LE —zT=%
HK$’000 HK$'000
BETT BT T
Investment, at cost 12 & B AR

Unlisted shares E EmR D - 457
Share of post-acquisition reserves FE Ak s BB 1% fE 4 - 1,782
Share of net assets BiLFEEE - 2,239
The jointly controlled entity was liquidated during the year HEAEHEERFENER EENE

at a net gain of approximately HK$1,806,000. #1,806,0007T /% Uk %5 °

17. NON-TRADING SECURITIES 17. kREBRF
Consolidated Company
BE A F

2004 2003 2004 2003

—EENE —TET-F ZZENE —TIT=
HK$°000 HK$°000 HK$°000 HK$°000
BE¥T T B F T BET T B F T

Listed equity securities at FmEFRATE:
fair value:
Listed in Hong Kong REB L™ 854,073 1,472,319 - 1,450
Listed overseas RgSN £ 3,840 26,640 - =
857,913 1,498,959 - 1,450
Unlisted equity securities 3 E 3 3,428 3,432 - =
861,341 1,502,391 - 1,450
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

17.

NON-TRADING SECURITIES (continued)

The Group held the following principal non-trading securities
as at 31st December 2004:

EXBEE (B)

R-ZTEZTWME+-_RA=+—H K&
EXZHRBUTHERGELFKE:

Effective equity

Place of interest held
Company name incorporation Principal activities KEB G
DNRER o i it B TEXK BEXERE DL
China Mobile (Hong Kong) Limited (i) Hong Kong Provision of telecommunication 0.16%
REBE (FE) BRQAE0) BB
he B AR AR 7S
(i) At 31st December 2004, the carrying amount of interests (i) R-ZFEFmMFf=—A=+—H"

in China Mobile (Hong Kong) Limited exceeds 10% of total
assets of the Group.

Non-trading securities of aggregate carrying amount of
approximately HK$132 million (2003: HK$120 million) have
been pledged to secure bank loans and overdraft facilities
of the Company and China Everbright Securities (HK)
Limited (a subsidiary of the Company) respectively.

No non-trading securities was pledged as collateral to
counterparties for derivatives transactions entered by the
Group in 2004. In 2003, non-trading securities with carrying
amount of HK$348 million was pledged for similar purposes.

100

REGEFEER (F8) BRA A
HY BR [E] B & 7N 5k B 48 B E A
10%°

REAEE1RET(ZEZT=F:
BE128T) 2R HEHFCAER
THEMR BEARXFARPEEKRES
(BE)ERAR (ARAZWEBRA
A ERBITERREHEE-

AEER _ZTOFEANLEEM
FRXGEFRETEIARSHF
ZEBR-R_ZFFT=F REELYD
BB ABRIT X FEHF KA
REMEZERm-




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

18. INTANGIBLE ASSETS

Cost 5%

Beginning of year F AR

Additions NE

Transfer from accumulated N A S M 1 k& 2E R
amortisation and impairment FIR R BB G LR
loss upon adoption of FE38IRIB W RETHEH
HKFRS 3 and HKAS 38 RN SEEEUN
(Note (a)) (Kfix(a))

End of year FRHBEE

Accumulated amortisation EBERBEER
and impairment loss

Beginning of year FYIERER
Transfer to cost upon adoption R #1 & 4 B 7% ¥Rk & % 8
of HKFRS 3 and HKAS 38 FIRREEGR
(Note (a)) A BI| 553855 18
AR (Kit(a))
Impairment loss on goodwill JEGEE 2 A g E R A
attributable to the interests B8 (HMaZb))

in associates (Note (b))

End of year FRHBEE
Net book value REFE

End of year FRHBEE

Beginning of year F YRR
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Consolidated

ma

Goodwill Trading rights Total
BmE R &t
HK$’000 HK$’000 HK$’000
B F T B F T BB F T
132,000 2,450 134,450
- 500 500
ey oreh 1200
ez - 1250 g g0
29,700 1,700 31,400
(29,700) (1,700) (31,400)
102,300 — 102,300
ez S 10,500
- 1,250 1,250
102,300 750 103,050
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

18.

19.

INTANGIBLE ASSETS (continued)

Note (a):

Upon adoption of HKFRS 3 and HKAS 38, intangible assets are
no longer amortised, and the accumulated amortisation of goodwill
and trading rights as at 1st January 2004 of HK$29,700,000 and
HK$1,700,000 respectively were eliminated against their costs.

Note (b):

During the year, the Group recognised an impairment loss of
HK$102,300,000 on the goodwill for the Group’s investment in
associates in the profit and loss account. Refer to Note 2 for the
accounting treatment of impairment of the goodwill previously
eliminated against reserve.

ADVANCES TO CUSTOMERS

Amounts due from margin clients FTREFER
Less: provision for doubtful debts R BR

Advances to customers are secured by listed securities
of margin clients held as collateral.

102

18.

19.

BREE (B)
K i#(a) -

FIRPE B REERE =5 REF
BIEAE=F\% EREEET B
HMEERRXZER=ZEZTNFE—HA—
H 7 Bl & /& # 29,700,000 K & &
1,700,000tz REt# 5B HE 5 5.2 5%
A

Kzt b) -

FR FEBREKXANER T BEK
102,300,0007T 2 JE 14 B & 2 7] 18 & 5 &
EEE EHIEEFE RS E
7 Akim AR A HaE2 o

EFEER
Consolidated
we

2004 2003
—EENF —EE=F
HK$’000 HK$’000

EBET T BT T
339,277 275,211
(10,581) (10,581)
328,696 264,630

EEEBFRAAFREFHAZLME

ZUEE A




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

20. DEBTORS, DEPOSITS AND PREPAYMENTS

Trade receivables, net EW X 558 FE
Deposits, prepayments and Be BERR
other receivables H At i Ui BR 3R

B Y KIERAR AT CHINA EVERBRIGHT LIMITED

200 EUERHR - EERBEAMAR
Consolidated Company
RE YN

2004 2003 2004 2003
—BENFE _—TT=F ZTENMF _—ITIT=F
HK$’000 HK$’000 HK$’000 HK$°000
BT T BT T BT T BEF T
257,033 383,768 - =
56,664 197,268 5,459 5,361
313,697 581,036 5,459 5,361

Details of the aging analysis on trade receivables are as

follows:

Within 1 month —@EAMNUT
Within 1 to 2 months —Z_{@A
Within 2 to 3 months —Z={@A
Within 3 to 6 months =Z~EA
Over 6 months ~NE A E
Less: provision for doubtful debts i RBRE
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ERZ SRR DT

Consolidated

ne

2004 2003
—EENF —EE=F
HK$’000 HK$’000
BT T BT T
257,321 382,976
376 1,058

80 615

8 99

248 20
258,033 384,768
(1,000) (1,000)
257,033 383,768
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

20. DEBTORS, DEPOSITS AND PREPAYMENTS (continued)

Trade receivables mainly comprised amounts due from the
brokerage clients, brokers and clearing houses. These
receivables are normally due two days after trade date,
and the extension of credit requires management’s approval
on a case-by-case basis. These receivables have excluded
the brokerage client monies maintained in the trust accounts
with Hong Kong Futures Exchange Clearing Corporation
Limited of approximately HK$8 million as at 31st December
2004 (20083: approximately HK$5 million).

21. TRADING SECURITIES

At fair value: NEE:
Debt securities: %
- listed overseas — @i Em
— unlisted —3FEEm™
Equity securities: N
- listed in Hong Kong —-BAL™
- listed overseas — @i Em
— unlisted —3ELEm™
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20.

21.

FEURER - RERBESR (E)

RZHGRITBERAEE ZKRLE
BEP BLBmP REEMET —
RERZEMRENH ERHERS

B IR B AL/ o R RR R T B
RZZTZTWNFE+—A=+—8 8%
#8008 T (ZTT=F: Q981500
BT RENEBREXRZABERA
AMERIRP 2B LEEB TP HR

REFTH
Consolidated
we
2004 2003
—ETHmF —FE=F
HK$’000 HK$’000
EBET T BT T
94,529 46,915
65,590 68,891
. leoi19 - 113,806
26,785 253,540
38,504 135,312
8,892 2,739
________ 74,181 391,591
234,300 507,397
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

22. BANK BALANCES AND CASH - GENERAL ACCOUNTS 22. #H{T#&8EREL - —RKREF

Consolidated Company
RE NG
2004 2003 2004 2003
“EEMFE _—_TT=F ZEBENF _TZT=
HK$°000 HK$’000 HK$°000 HK$'000
BEFT BT BETFT BT T
Cash on hand, savings e #ER
and current accounts FREF 1,212,761 500,414 181 =
Fixed deposits with banks RITE BTN 1,243,845 20,000 - 234
2,456,606 520,414 181 234

23.

The Group maintains trust accounts with authorized
institutions as part of its normal business transactions. At
31st December 2004, trust accounts not otherwise dealt
with in the accounts amounted to approximately HK$416
million (2003: approximately HK$793 million).

CREDITORS, DEPOSITS RECEIVED AND ACCRUED
CHARGES

23.

AEBEERITHIETLERS AU
ERPELREBARPELEZE
HeR—_EENME+—_A=+—8"
K ABREBEAMGEEERPHELNS
MA1BB T (ZEE=F 4B
#7.93(B7T) °

ENEX - CUREREREARER

Consolidated Company
RE NG
2004 2003 2004 2003
—EENE —TE-F ZZEENF =—TIT-=

HK$’000 HK$’000 HK$°000 HK$’000

B F T BEFT BEFIT BT T

Trade payables BER SR 194,268 382,192 - =
Other creditors, deposits H i e AR FX

received and accrued BlEe &
charges BiRE A 46,059 64,311 2,098 1,957
240,327 446,503 2,008 1,957

Trade payables represent amounts due to brokerage clients,
brokers and clearing houses, and are due within one month.
Trade payables to clients exclude those payables placed in
trust accounts amounted to approximately HK$425 million
as at 31st December 2004 (2003: approximately HK$798
million).
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BRZZFIRRENELEBRS
KPP REERRERR WE—E
BZREB-R=_FZWMF+=-_F=
T—H ENELEBEFPERTE
ERESEFNENEROB
BADBBIT (ZETZF HEK
7.98187L) °
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For the year ended 31st December 2004
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24,

DEFERRED TAXATION 24. EEFIE
Deferred taxation is calculated in full on temporary BLERIERAEBEARE TR EIE
differences under the liability method using a principal TEHRRA7TE5%R (T T = F:
taxation rate of 17.5% (2003: 17.5%). 17.5%) E 2 B o
The movement on the deferred tax assets account is as EEFBIEEEZBNT
follows:
General Accelerated tax
Deferred tax assets provisions Tax losses depreciation Total
BEEREEE -HEHE REBX MERERHE &it
2004 2003 2004 2003 2004 2003 2004 2003
ZBENE —TT-F CZBENE —TT-F CZBEME —TT-F CZEEME —_TTF
HK$°000 HK$'000  HK$’000 HK$'000  HK$’000 HK$'000  HK$’000 HK$'000
BETT EEFT  BETm AT BETm  EETr  BETn AR
At 1st January n—HA—H
®E 613 320 10,070 6,904 105 75 10,788 7,299
Credited /(charged) ERABZR
to consolidated  EEE,/
profit and loss (k)
account (Kfi29)
(note 9) - 293 (2,442) 3,166 (4) 30 (2,446) 3,489
At 31st December W +=A
=+-A
HB 613 613 7,628 10,070 101 105 8,342 10,788

Deferred tax assets are recognised for tax loss carry
forwards to the extent that realisation of the related tax
benefit through future taxable profits is probable. The Group
has unrecognised tax losses of HK$364 million (2003:
HK$331 million) to carry forward against future taxable
income. These tax losses have no expiry date.
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BB IRE E T ERBRE NS
]2 38 R 2R FE AR B N 2 3R 1 5E AR
RmEZBIBEER -AREARER
HMIBREI64MET (ZET=F 8
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For the year ended 31st December 2004
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25.

SHARE CAPITAL

Authorised: EERA:
Ordinary shares of HK$1.00 each FREE1.00T2
Egeliben)
Issued and fully paid: BETREHERA:
Beginning of year FHIEREE
Exercise of share options 1T1E RAR
End of year FRHBEE

Share Option Scheme

At the Extraordinary General Meeting of the Company held
on 24th May 2002, an ordinary resolution was passed to
adopt a Share Option Scheme (the “Scheme”).

Pursuant to the Scheme, the Company may grant options
to the Directors and full time employees of the Group and
its associated companies to subscribe for shares in the
Company, subject to a maximum of 10% of the issued
share capital of the Company as at 24th May 2002. The
exercise price is determined by the Directors which shall
be at least the highest of (i) the nominal value of the shares;
(i) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of the offer;
and (i) the average closing price of the shares as stated in
the Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of the offer.
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[N

2004 2003
—EENEF —ET=F
HK$°000 HK$'000
BT T BT T
2,000,000 2,000,000
1,563,351 1,563,351
250 -
1,563,601 1,563,351

RS2

R-ZZE_FRA-F+WMA A2
iﬁéﬁZHﬁ%%EJK@t'L@T—Iﬁ
TR RE AR — R B ([3Z
ETE) -

B

BIEZTE AAR A HERAEE
&EH&%M’“TE’J§$&%H‘E&1EE?*
TRRE BLAIRERZRAEAR
RZFEE-_FRHAC- +|7_[|E|E§§‘TT
BREABD 2 THRH -TEEKBHE
EEEBEET VELEATIN=EFP 2
woa ()R EE: (i) R LR RE
ER BRORBIAEARERTZ
Wi E: R(i)BEERERREE B A
AR S A BROREZAEARE
KR ZFEHWTE-
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

25.

SHARE CAPITAL (continued)
Share Option Scheme (continued)

Pursuant to the Scheme, options which are exercisable in
prescribed portion for a period of three and a half year
following the date of offer, to subscribe for 21,600,000
shares of HK$1.00 each in the share capital of the Company
at a subscription price of HK$4.36 per share (subject to
adjustment) were granted on 26th June 2002 to the
Directors and employees of the Group.

Subsequently pursuant to the Scheme, options which are
exercisable in prescribed portion for a period of three and
a half year following the date of offer, to subscribe for
shares of HK$1.00 each in the share capital of the Company
were granted at the respective subscription price (subject
to adjustment) in the following manner: (i) 300,000 shares
at a subscription price of HK$2.265 per share were granted
on 11th February 2003 to an employee; (ii) 500,000 shares
at a subscription price of HK$1.780 per share were granted
on 2nd May 2003 to an employee; and (iii) 10,150,000
shares were granted to the Directors and employees of the
Group at a subscription price of HK$2.375 per share on
7th July 20083; (iv) 650,000 shares at a subscription price
of HK$4.39 per share were granted on 14th April 2004 to
two employees and (v) 1,250,000 shares were granted to a
Director and an employee of the Group at a subscription
price of HK$3.225 per share on 3rd September 2004.
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25.

RA (&)

ABREE (B

$E'<TFEZ§+%J RRABRZET_FR
ﬁ;ﬁﬁli%&ﬁ/ﬁ
R “bé ZERREAENF L B H
B=F¥N BFUABTEHELRS
AR & #4.367T (AI T A &) W17
B RIE A 21,600,000 2 A 7 i
AP ZREMESEE1.00T 2’5 -

||F

*ETJ%EZEJrglJ'K@ﬂﬁ?ﬁﬁﬂﬁ%ﬂﬁ%
NREAQBRAFZREESE
1.007C 2 & 17 - ZE RRE R AR I
HEE=FFAND AL TIITEE
(AT FAAR) TER: (R _ZBT=F
ZAt—Hm—EERE 2R
A E RS K 22065 RE
300,000k R AR5 : (NN =T F
“FRAAZBRA—UEERHZR
BX #E AT LA T A% & % 1,780t R BB
500,000 & A B D : (iR = F
—F+tAtHRASBESERES
B2 RN NGB’ 2.3757T
R EE10,150,00008 A 2 A1 10 5 (iv) R
ZEENFMA+MARMALES
Bz RBRETUAERAEE439T
R 650,00008 &N A R &5 5 R (V)R
—EENFNAZHA—MNEER
— BB 2R Hﬂfé‘futﬂx/%
#3.225 T2 85 1,250,000 A& A
e
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

25. SHARE CAPITAL (continued) 25. BAR (&)
Share Option Scheme (continued) ARESTE (8)
Movements in share options during the year ended 31st HE_ZTZTNF+A=1+—H1t
December 2004 are as follows: FEREBERRERT S H AR
BREEMT

Number of share options

AREHE
Subscription Offered Lapsed Exercised

price per Beginning during the during during End of
Date of offer share of year year the year the year year
REAH BRITEE FORE FREH FRAXK FRTE FRAE
26th June 2002 HK$4.360 20,000,000 = 1,650,000 150,000 18,200,000
ZET_FXAZ+RXH
2nd May 2003 HK$1.780 500,000 = = = 500,000
—ET=FHHC-H
7th July 2003 HK$2.375 10,150,000 = 975,000 100,000 9,075,000
—EE=F+H+H
14th April 2004 HK$4.390 = 650,000 500,000 = 150,000
“ETNFNA+TIA
3rd September 2004 HK$3.225 - 1,250,000 - - 1,250,000
—TENFENA=H

109




»

CHINA EVERBRIGHT LIMITED B ¥ KZERAER QA

NOTES TO THE ACCOUNTS (continued)
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BE-—TEMNFE+-A=+—HIFE

26. RELATED PARTY TRANSACTIONS 26.

(@) The following transactions were entered into with
related parties during the year:

Interest income earned from e B 2 A B U EY
associates on deposits placed Tz B WA
Rental income received from: e WA

—BtE A (MfiE(c))
—RRERAF]
(K1iE(a))
WH 2 e RBE

— an associate (note (c))
— ultimate holding company
(note (d))
Securities brokerage commission
received from

— subsidiaries of ultimate —RERERAREAR

holding company A 1NN

— a subsidiary of an associate —BRERARRE
of ultimate holding company i /N
Z BB A A

Al £% AR B ]
X ZME X
—BREX
Al £% AR B X ]

X (Hate) - (f)
ARARERRAFEZ
2EMBRRAXN

HE (Kat(g)

Interest expenses paid to

ultimate holding company:
— on revolving loans

Rental expense paid to ultimate
holding company (note (e), (7))

Rental expense paid to a
wholly-owned subsidiary of
ultimate holding company
(note (g))

Referral and consultancy fee mEtE R NE AN E R
expenses paid to an associate IR =
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BEREEALIXRE
(a AEERFRNEFBEEAL
ZRSWMER:
2004 2003
EENEF —EE=F
HK$’000 HK$°000
BET T BT T
33 1,647
453 453
180 192
235 89
= 2
5,755 6,021
168 168
2,400 2,400
300 16,000
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For the year ended 31st December 2004
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AR 22 F CHINA EVERBRIGHT LIMITED

26. RELATED PARTY TRANSACTIONS (continued) 26. EFRHEALRZ (&)
(b)  Included in the balance sheets are the following b) REEEBEBRANBBEEA
balances with related parties: TARKBRE:
Consolidated Company
RE NG
2004 2003 2004 2003
—BENFE _—TT=F ZTENMF _—ITIT=F
HK$°000 HK$’000 HK$°000 HK$’000
BYEFT BB F T BYEFT BEF T
Deposits placed with REEE AR 2 FER
associates (included in (BIERIEETT
bank balances and HEHRRES) ()
cash) (i 17,780 36,108 - -
Amount due from an JE U2 Bt & A R FRIR
associate (included in (BIEREY
debtors, deposits and EREeRk
prepayment) (ii) BT RA) (i) 35,119 9,350 - -
Amount due from ultimate &R & AR 42 %
holding company (iii) 7 A FRH (i) 2,613 = - =
Loans from ultimate holding & i & 48 ¥ i%
company (iv) RAIZE K (v) (436,490) (436,490) (436,490) (436,490)
Interest payable on loans AT & R AR A 7
from ultimate holding B2 E (v)
company (iv) (243) (811) (243) (811)
(i) Deposits placed with associates are unsecured, (i) B & Lm0 17 s B AR

bear interest at commercial terms and will be
repayable upon demand.

(i) Amount due from an associate arose in the normal
course of securities brokerage business, and is
unsecured, interest free and repayable upon
demand.
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

26.

RELATED PARTY TRANSACTIONS (continued)

(0)

(continued)

(iii)

(iv)

On 31st December 1998, the Company entered
into a tax indemnity arrangement with its ultimate
holding company China Everbright Holdings
Company Limited (“CEHL”). Under the tax indemnity
arrangement, the ultimate holding company will bear
all the liabilities for taxation of China Everbright
Financial Holdings Limited and its subsidiaries
(“CEFH”) prior to 1998. During the year, an amount
of approximately $2,613,000 was recoverable from
the ultimate holding company for the taxes charged
in relation to taxation prior to 1998 on CEFH net of
tax refunds. The amount was unsecured, interest
bearing and repayable upon demand.

During the year, the Company renewed three term
loans with CEHL amounting to HK$380 million and
RMBG60 million. These loans are due in various
periods up to December 2005. The interest rates
are computed based on Hong Kong Interbank Offer
Rate (“HIBOR”) plus 0.35-0.75% per annum for the
Hong Kong dollar loans and 2.75% per annum for
the Renminbi loan.
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26.

FBEALXRS (8)

(b)

(%&

(iii)

(iv)

)

R—ANNE+=A=+
—H AR A HEZKE
AR 2 7] 4 B K 5 E A R
AE]([HRAEH]) FEZT
— B IRIE HEE IR
BB RIZ R RASHE
BRABFEFREFE XS
AR AR A AR EN B
AE] ([£@FER])R—
NANNFRILFIEEZF
B o AN GF JZJE R AR R
~ Bl B A B K
2,613,0007T " it LA E A
BEBIERR—NNNE
B L4 B EE AE I B R AR 7
182 FEE o JEW BT E
H AR IR E K E

7

B

=
AR B RE A EL K £ E
B =R AEERBK
380,000,0007T & A &R #
60,000,000 Z B 3 1
i o iE L B R T A 5 A
I REAE-_TTHE
=R BEEEKC FEF
ERBEBRITAEFE
( [HIBOR] ) 510.35%
0.75F - A RIS B 3 F F
KA B2 75 -




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

26. RELATED PARTY TRANSACTIONS (continued)

(c)

On 22nd October 2003, the Group entered into a
tenancy agreement with Everbright Bank in relation
to the leasing of office premises to Everbright Bank
for the period from 22nd October 2003 to 21st
October 2004 with an option to renew for another
term of one year. Pursuant to the exercise of such
option, the lease has been renewed for one year
from 22nd October 2004 to 21st October 2005 at
the same rent. The rent payable to the Group
amounted to HK$452,520 per annum.

On 1st January 2004, the Group entered into a
tenancy agreement with the ultimate holding
company in relation to the leasing of residential
premises to the ultimate holding company for the
period from 1st January 2004 to 31st December
2004. The rent payable to the Group amounted to
HK$180,000 per annum.

From 8th April 2003, the Group has entered into a
monthly tenancy agreement with the ultimate holding
company in relation to the leasing of residential
premises to the Group at a monthly rental of
HK$7,000.

From 3rd July 20083, the Group has entered into a
monthly tenancy agreement with the ultimate holding
company in relation to the leasing of residential
premises to the Group at a monthly rental of
HK$7,000.
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26.

LN

7] CHINA EVERBRIGHT LIMITED

FBEALXRS (8)

(c)

RZEE=F+HA=+=8"
RNEBE N KIRITEE]— 18
A A EE T I ARRTT
MR —ERAME HHH
—EE=F+A=Z+ZHZE
—EENEF+AZ+—AH1LE
KRBT EENRZELN LR
REMR —F-MAERRITETT
FERA AT B L2 T LT
—ivﬁa_ggmiwLﬁ -+
—BE TRFT+AZTF
—Eﬁ;ﬂé$%$“‘¢%
B el 2 B A’ 452,520

7TE°

R-FEMF—F—B KK
CELV SO SR
M40 AR B W
SRS e
A—RE-TTME+ A
St-BL-ERE BB
180,0007T °

BE-ZT=FWMANBE &K
SEESFKERARIZEN—
BEAMMBEN AEEBRERE
HA—EEEWE AEAHS
¥ 7,0007T °

E-TE=-FtA=-HAE &
SEESKERARIZENX—
EAMRBN -AEERERE
HA—EEEWE AEAHS
¥ 7,0007T °
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For the year ended 31st December 2004
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26.

RELATED PARTY TRANSACTIONS (continued)

(9)

On 22nd January 2003, a wholly-owned subsidiary
of the ultimate holding company entered into a
tenancy agreement with the Group in relation to the
leasing of office premises to the Group for the period
from 31st December 2002 to 30th December 2004.
The rent payable by the Group amounted to
HK$2,400,000 per annum. On 8th January 2005,
the said lease was renewed for a period of two years
from 31st December 2004 to 30th December 2006.
The rent payable by the Group has been revised to
HK$2,784,000 per annum.
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26.

FBEALXRS (8)

(9)

RZZEE=F—A=+=8"
BEERARZZENB R
AIEAREBEFT —HBL K
SEREMERA—EHREA
M AR TS _F+=
A=+—B&E_ZZTNMFE+
ZA=1+HI-FHERBK
2,400,000t - R —ZEE R F
—ANR REHIHBEHR=
EENFE+—_A=+—HE
HE_TEF+_A=+
H #FHABRBE
2,784,0007C °




NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

27.

28.

CONTINGENT LIABILITIES

Guarantee given to financial institutions
in respect of banking facilities granted
to subsidiaries

As at 31st December 2004, the Group’s subsidiaries had
not utilised any of its banking facilities.

As at 31st December 2004, the Company had issued
corporate guarantees to certain financial institutions for
trading facilities granted to a subsidiary which engages in
leveraged foreign exchange trading and other subsidiaries
which carry out derivatives transactions. The guarantee
amounts vary and are dependent on the volume of
transactions effected with the financial institutions.

COMMITMENTS

(a) Capital commitments

The Group has no capital commitments as at 31st
December 2004 (2003: Nil).
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HREE
Company
N
2004 2003
—EENMF —EE=F
HK$’000 HK$’000
EEF T BEFIT
80,000 100,000

R-EBEENME+_A=+—RH &8
BTzTRatxETMMER.

R-BEME+_A=+—0 XA
AA—M2HEFIIMNERS 2K B
REIRSETETABEE 2 MK
BRARMNXZ SHEE WS B R %

PR

ZERBEEREESREEE

EZRZEMER-

i

(a)

BAEE

RZZEZEONF+=—A=+—
B AEFEEAAE (-
ToF )
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For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

28.

COMMITMENTS (continued) 28. HE¥E (&)
(b) Operating lease commitments (b) KEHEEE
Operating lease commitments as at 31st December RZEENF+A=+—
2004 amounted to approximately HK$7,192,000 B Qe HERAERENRE
(2003: HK$3,267,000) of which approximately #7,192,0007C (ZEZ =4
HK$4,030,000 (2003: approximately HK$3,187,000) #) 75 13,267,0007T) * A4
is payable in the next twelve months. The Group 75 #4,030,000T (ZEZ =
had future aggregate minimum lease payments under & #)78%3,187,0007T) B R
non-cancellable operating leases as follows: R+ EARNBEZN 2 &E
SRE-ANEERBENTHEEZ
KERE NARIZN 2 &K
MENRBERT:
Consolidated
ey
2004 2003
“EENF —ET=F
Properties Others Properties Others
BE Hit FE Hh
HK$°000 HK$’000 HK$’000 HK$°000
EBEFT EBEFT B F T BT
Not later than one year —FERNEH 3,070 960 2,827 360
Later than one year and —EZRFRNEH
not later than five years 2,922 240 80 -
5,992 1,200 2,907 360
(c)  Future operating lease arrangement (c) RERKLEHEZH

As at 31st December 2004, the Group had future
aggregate minimum lease receipts under non-
cancellable operating leases for investment properties
as follows:

Not later than one year —F A E|H
Later than one year and

not later than five years
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NoFEMEF A=+
B K SR R I8 T K 12
AMEEERE 1A KA
B2 {5 E AT

Consolidated

wAa
2004 2003
—ZEENF —EE=F
HK$’000 HK$'000
BT T BT T
964 821
- 283
964 1,104
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28. COMMITMENTS (continued) 28. EIE (&)

(d) Off-balance sheet financial instruments (d)

The Group has no outstanding derivative contracts
as at 31st December 2004. The fair values and the
contractual or notional amounts of the Group’s
trading equity derivatives outstanding at 31st

EERERIERIA

N_ZBEENF+_A=+—
AEEEBAFEZITET
BEEH TREBREAEER =
TET=F+=-A=+—HB=x

m 2

\
]]

A

December 20083 are detailed as follows: TREZRGBRENMELIAZ
ARFEBEBRENIEEESTEZ
SRR
Fair value Contractual/
assets/(liabilities) notional amounts
AFE B/
5B/ (BfF) BRLH

2004 2003 2004 2003
—ERNE —TT=F —TENE _—ITT=F

HK$°000 HK$'000 HK$°000 HK$000
BE T EETIT BE T BETTT

Equity call options EHRERE R

written - (4,437) - 160,700
Equity Collars IR EE TR IEE L

— Call options written — & R B - (2,208) - 43,500

- Put options — Roh iR - 758 - 40,500
Equity swaps REEHREL - 4,425 - 150,425
Hang Seng Index futures BERHHAE - 108 - 6,318

The financial instruments become favourable (assets)
or unfavourable (liabilities) as a result of fluctuations
in market prices of the underlying instruments
relative to their terms.

Notional amounts of these financial instruments
provide a basis for comparison with instruments
recognised on the balance sheet but do not
necessarily indicate the amount of future cash flows
involved or the current fair value of the instruments
and, therefore, are not a representation of the
Group’s exposure to the credit or price risks.
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29.

LITIGATION

(a)

On 12th December 1995, the Company issued civil
proceedings against Mr. Ch’ng Poh, a former Chief
Executive Officer and Chairman of the Company,
claiming damages for conspiracy and/or conversion
and/or breach of fiduciary duty arising from his
unlawful use of approximately HK$127 million of the
Company’s funds in 1985 to finance a purchase of
shares in the Company. The Company obtained a
judgment for a sum amounting HK$336,310,069 as
at 27th February 2001. The judgment has been
affirmed by the Hong Kong Court of Appeal and the
Hong Kong Court of Final Appeal. The Company
has since recovered HK$270,918,527 in principal and
HK$2,241,000 in costs from Ch’ng Poh under the
judgment. There was a sum of approximately HK$85
million in principal and interest plus legal costs of
approximately HK$22 million outstanding under the
judgment. On 24th September 2004, the Company
entered into a settlement deed with Mr. Ch’ng Poh
and his related parties. Pursuant to the settlement,
a sum of HK$12,310,000 has been placed in a
stakeholder’s custody, to be paid to the Company
pending the satisfaction of several conditions. On
satisfaction of the aforesaid conditions, several
on-going disputes with Mr. Ch’ng Poh and his related
parties would be settled and the aforesaid judgment
would be treated by the Company as duly satisfied.
The aforesaid conditions were subsequently fulfilled
in 2005 and the amount of HK$12,310,000 was
recognised by the Company as other revenue in
2005.
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RNAREARQBAERRIT
BB FEE L ERERER
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EBAARRRIRERA S K127
BLEEBBEARAR KRG Z
BBz RER/SEMN
k/SERBREETZEBX
ERERZZEE—F A=
++ B Btz AR M AR
(TFZFVR]) - BIEZ AR &
REEHEELEZEMARD A
FERESRR ROERERH
EEEZEEX-RZTT—F
ZAZttHZBESEA
7 5 336,310,0697C ° 3% ¥ 3R
HEeES EFERKREBEER
RoBRZHAAFK RIEERE—
£ 1B #0270,918,527TLHI R
AR B H2,241,0005F A B -
HERBZ AR Z RRABF
MEBERERNE HEE
85,000,0007T & #F 72 & F3 %Y
7 #22 000,000t R F
MEANAZ+TA AR H
HEAEREMBAEAMCE
51 A A% 193 7% o AR ¥R 5% A0 AR 155
#—E4)%%12,310,0007C
WHRBHEER —FRARE
EEREGEHESHREE 7
BB WAGIRY - U =
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

29. LITIGATION (continued)

(0)

In July 1998, the Company and I.H.D. Management
Services Limited (now known as CEL Management
Services Limited), a wholly owned subsidiary of the
Company, were served with a Statement of Claim
by one of its former senior executives claiming
damages in the sum of approximately HK$13.5
million for alleged failure by the Company and I.H.D.
Management Services Limited to grant him certain
share options pursuant to his employment contract.
This matter was settled on 3rd July 2004 by the
Company paying HK$2,500,000 to the claimant
pursuant to the settlement arrangement. Such
amount was already provided for in the 2003 profit
and loss account.

In August 2001, Avon Investments Limited (“Avon”)
commenced civil proceedings against the Company
claiming damages in the sum of approximately
HK$37 million for alleged wrongful repudiation of a
management agreement between the Company and
Avon. The Company has filed a defence to rebut the
allegations of Avon. This matter has been settled
pursuant to the settlement deed dated 24th
September 2004 referred to in paragraph (a).

In December 2002, Avon commenced civil action
against the ex-directors, the independent directors
and the current directors of the Group and the
Company. The action is a derivative action in nature
which action was brought in the name of Avon as a
minority shareholder but partly for the benefit of the
Company. This matter has been settled pursuant to
the settlement deed dated 24th September 2004
referred to in paragraph (a).
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A REEAARRR RAEE
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REBEER _TE=Fz8a
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Investments Limited
(TAvon] ) MAARIRERE
A REE R AT IEE AR
B BB #E A FE A9 175 2% T 5l 3K
ZHEEK - KARAERRMEE
LA I B [B] Avon R F8 458 o It 2R 14
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E
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For the year ended 31st December 2004
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30. NOTES TO THE CONSOLIDATED CASH FLOW 30.
STATEMENT

(a)

Reconciliation of (loss)/profit before taxation to
net cash inflow/(outflow) from operating

activities

(Loss)/profit before taxation

Interest income

Interest expenses

Interest received on advances to customers

Other interest received

Dividend income

Share of (losses)/profits less losses of
associates

Depreciation

Amortisation of goodwill and trading rights

Impairment loss on investment in
an associate

Impairment loss on goodwill attributable to
the interests in associates

Net gain on disposal of non-trading securities

Gain on disposal of a jointly controlled entity

Gain on disposal of fixed assets

Revaluation (surplus)/deficit on properties

Operating profit before working capital

changes

Increase in advances to customers

Increase in amount due from ultimate
holding company

Decrease/(increase) in debtors, deposits
and prepayments

Decrease/(increase) in trading securities

(Decrease)/increase in creditors, deposits
received and accrued charges

Cash generated from/(used in) operations
Hong Kong profits tax (paid)/refunded
Interest paid

Net cash inflow/(outflow) from operating
activities

A (B1R) /&)
MEKA
MEXH
B P e AR 8
EE kA E
BEMBA

RIEBERR (BR) /BT

BER

HeE

AERR 712 HH
BELRRARERR

REBERARERERR
HEFRBESERE

HERREN B REDET
HEEEEE 2 W
BRHEE (BE) /RE

EEESEPH cBERN

FPEFEM
el ONCIE Sp il

RURER ZEREMR
B/ (Em)
RHBHRD / (EM)
RN&F EhEERER
BR(R4) /&M

BeEREL/ (FR)2RE

(BR) /REFERFH
BERHE

BEEDELZRA/ (R L)

g
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REREREBME

(a)

BREA (BR) BAELYE
FEHZ2REHRAGRE) B
BEHERE

2004 2003
“ZEME “TT=F
HK$'000 HK$'000
BETT BEFT
(193,798) 320,430
(36,349) (25,057)
7,925 7,023
22,081 14,116
3,700 7,109
(37,980) (52,552)
428,941 (237,818)
4,817 4,739

- 13,450

- 119,118

102,300 -
(203,924) (70,933)
(1,806) -
(378) (1,872)
(57,428) 4,759
38,101 102,512
(64,066) (152,083)
(2,613) -
270,009 (288,848)
273,097 (203,467)
(206,176) 369,754
308,352 (172,132)
(21,717) 2,085
(7,993) (8,289)
278,642 (178,336)
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B Y KIERAR AT CHINA EVERBRIGHT LIMITED

30. NOTES TO THE CONSOLIDATED CASH FLOW 30. SFZABRLEREBXRKE (&)

STATEMENT (continued)

(b) Analysis of the balances of cash and cash (b) BERBEZEYHEIN
equivalents
2004 2003
—EENF —ET=-F
HK$’000 HK$'000
EBET T BT T
Bank balances and cash IRITHEBR LIRS
— general accounts ——RERFE 2,456,606 520,414
Time deposits with maturity m={EAEBHFER
over three months (854,532) (20,000)
1,602,074 500,414
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31. SEGMENT INFORMATION

(a) Business segments

The Group conducts the majority of its business
activities in three areas: short-term investments,
financial services and long-term investments plus
other operations. An analysis by business segment

31. 2EER
(a) %E¥5HHE

AEEREEZEBIER
DR=FBEHKRE SRR
BNRERE BEMER R
EBABEZEMAINWT:

is as follows:
Long-term
Short-term investments  Financial services  investments plus others Total
BERE SRRE RERERH fit
2004 2003 2004 2003 2004 2003 2004 2003
ZBEME —TT-F CBEME -2T-F CBEMF _TT-F -BEME -4
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BT EETT BEFn BETn BT AT EEFn BETx
REVENUE A
Investment income REWA 70,668 127,323 - - 225,943 110,964 296,611 238,287
Interest income MEWA 1,384 4,832 22,731 18,391 12,234 1,834 36,349 25,057
Brokerage commission and FeRRBERA
service income 188 1,217 94,835 111,347 285 66 95,308 112,630
Other income EA - = 91 130 63,247 5,879 63,338 6,009
Total revenues FUON 72,240 133,372 117,657 129,868 301,709 118,743 491,606 381,983
RESULTS 5
Segment results PEEE 59,963 120,442 27,541 34,653 298,358 103,750 385,862 258,845
Unallocated corporate expenses £ EHIARIER (40,494)  (50,092)
Operating profit BERF 345,368 208,753
Finance costs BBER (7,925)  (7,023)
Share of (losses)/profits less ~ FEMHBEEAT (BB) /
losses of associates BHRES (428,941) 237,818
Impairment loss on goodwill (s BEREEE
attributable to the interests HERR
in assoclates (102,300) -
Impairment loss on investment AN AR ERESE
in an assoclate - (119,118)
Taxation charge REEA (13,479) (96,89
(Loss)/profit after taxation KHk (E8) /&BH (207,217) 223,534
Minority interests LERFER (7,915) 179
(Loss)/profit attributable RRELR (BB) /BH
to shareholders (215,192) 223,713
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31.

(a)

(b)

SEGMENT INFORMATION (continued)

Business segments (continued)

OTHER INFORMATION HipEs

Segment assets PEEE

Investments in associates BEARRE

Goodwil HE

Investments in a jointly LARHERER
controlled entity

Unallocated corporate assets KA EHAFEE

Total assets BEE

Segment liabilties PERR

Unallocated corporate liabiities £ AEAAREE

Total liabilities BaE

Capital expenditure BEAERY

Depreciation and amortisation 47 & [ &% 5 #E B
of trading rights

Unallocated goodwil AARKNEEES
amortisation

Unallocated impairment loss for KA BBE A% E
goodwill attributable to the BEREER
interests in associates

Unallocated impairment loss on R B &£ 2 A% 4
investment in an associate HEFR

Geographical segments

Most of the activities of the Group are based in

Short-term investments

RHRE
2004 2003
“2RME “TT=F
HK$000  HK$'000
BT EKTT
562,855 714,151
6,665 6,626

Hong Kong from where it derives more than 90% of
its revenues and operating results and where most

of its segment assets are located.
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31. ZIEEHR (&)
(@) %%BoHE(GE)
Long-term

Financial services  investments plus others Total

ERER REREREM &t
2004 2003 2004 2008 2004 2003
“BEIME —TT-F CBEME -TT-F “BEME -_T2=F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETR A¥Tn EETR  BETr  E¥Fr Ak
792,664 818,554 2,939,178 1,605,129 4,294,697 3,137,834
1,029,349 2,265,920
- 102,300
- 2,239
58,942 350,555
5,382,988 5,858,848
212,254 436,297 - - 218919 442,923
678,333 673,350
897,252 1,116,273
500 - 4,608 18,179 5,108 18,179
- 307 4,817 4,564 4,817 4,989
- 13,200
102,300 -
- 119,118

(b) EiF 5 E

AEBRBRAEDEGHES

BEVE MZR90% .2 WA 8
REXBEERBELERKE
MHDEEERRNEL -
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NOTES TO THE ACCOUNTS (continued)

For the year ended 31st December 2004
BE-—TEMNFE+-A=+—HIFE

32.

33.

BANKING FACILITIES AND PLEDGE OF ASSETS

Aggregate banking facilities of the Group as at 31st
December 2004 amounted to approximately HK$80 million
(2003: approximately HK$130 million). None of these
facilities were utilised (2003: None). These facilities were
secured by approximately HK$132 million (2003: HK$120
million) of certain non-trading securities held by the Group
and corporate guarantees issued by the Company.

APPROVAL OF ACCOUNTS

The accounts (on pages 47 to 124) were approved by the
Board of Directors on 21st April 2005.
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32.

33.

RTERFEEREERF

AEEBR-_ZETMF+=—A=+—
HZRITERBENRBE0BIET
—ET=F HBEA13ET) KK
ERFRITEERATAEREE (=
TT=F:8\) ZEENEEALE
ERBECETIRGELRNAER
1.32 BT (ZEZT=F: B %¥1.2(8)
EIR IR R A A RIEER

Ak B #t &

REEBRANRFLIZR1I24EER -
THEMA-_t+—BhEEeHE-




