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Notes to the Accounts
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1 Significant Accounting Policies

These condensed unaudited consolidated interim accounts (‘the
Accounts’) are prepared in accordance with Hong Kong Accounting
Standard (‘HKAS’) 34 ‘Interim Financial Reporting’ issued by the Hong
Kong Institute of Certified Public Accountants and Appendix 16 to the
Listing Rules of The Stock Exchange of Hong Kong Limited.

The accounting policies used in preparation of the Accounts are

consistent with those adopted in the annual accounts for the year

ended 31 December 2004 except that the Group has changed some of its
accounting policies following its adoption of the new / revised Hong Kong
Financial Reporting Standards (‘HKFRS’), including all HKASs and
applicable Interpretations (‘HK(SIC)-INTs, HK(IFRIC)-INTs and HK-INTS),

which came into effect on 1 January 2005.

The major changes to accounting policies which have material financial

effect on the Group are summarised as follows:

(i) Goodwill

Subsequent to 30 June 2004, the Group decided to adopt early HKERS 3
‘Business Combinations’ together with HKAS 36 ‘Impairment of Assets’
and HKAS 38 ‘Intangible Assets’ in 2004. Since 1 January 2004,
amortisation of positive goodwill has been discontinued and negative
goodwill has been recognised immediately in the profit and loss account.
As a result, the profit attributable to shareholders for the six months
ended 30 June 2004 increased by HK$388 million as compared with that

previously disclosed in the 2004 interim accounts.

(ii) Share-Based Payment

In accordance with HKFRS 2, the fair value of share options at grant date
are amortised over the relevant vesting periods to the profit and loss
account. The Group had no unvested share option outstanding during
the six months ended 30 June 2005 and the policy has been applied from

1 January 2005 onwards.
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1 Significant Accounting Policies continued

(iii) Financial Instruments

Prior to 1 January 2005, derivatives of the Group were not recorded in
the financial statements. Following the adoption of HKAs 32 ‘Financial
Instruments: Disclosure and Presentation’ and HkAs 39 ‘Financial
Instruments: Recognition and Measurement’, all derivatives are stated at
fair value. The gain or loss on changes in fair value is recognised generally
in the profit and loss account unless the derivative qualifies for hedge
accounting. Where a derivative qualifies for hedge accounting and is
designated as a cash flow hedge, the effective part and the ineffective

part of any unrealised gain or loss on the instrument is recognised
directly in cash flow hedge reserve and in the profit and loss account
respectively. The cumulative gain or loss associated with the effective part
of the cash flow hedge recorded in cash flow hedge reserve will be
recognised in the profit and loss account in the same period or periods
during which the gain or loss arising from the hedged transaction is

recognised in the profit and loss account.

In prior years, investments held for long term were stated at cost less
impairment losses. Since 1 January 2005, such investments have been
reclassified as Available-for-Sale Investments and carried at fair value or
cost less impairment loss if their fair value cannot be reliably measured.
Gains and losses arising from changes in fair value are recognised in
investment revaluation reserve. On the disposal of the investment or when
an investment is determined to be impaired, the cumulative gain or loss
previously recognised in investment revaluation reserve will be transferred

to the profit and loss account.
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1 Significant Accounting Policies continued

(iv) Pre-Completion Contracts for Sales of Properties Under
Development

In prior years, sales of properties under development was recognised

in the profit and loss account over the course of the development by
reference to the proportion of construction costs incurred to date to the
estimated total construction costs to completion of the development and
the extent of the sales proceeds received, after taking into account due

allowance for contingencies.

Following the adoption of HK-INT 3 ‘Revenue - Pre-Completion Contracts
for the Sale of Development Properties’, revenue from sales of properties
under development is only recognised when the significant risks and
rewards of ownership have been transferred to the buyer. The Group
considers that the significant risks and rewards of ownership are
transferred when the buildings contracted for sales are completed and the
relevant permits essential for the delivery of the properties have been

issued by the authorities.

The Group has chosen not to apply HK-INT 3 retrospectively to pre-
completion contracts entered into before 1 January 2005 and will continue
to account for those contracts using the method of accounting used prior
to 1 January 2005.

(v) Leases

Following the adoption of HKAS 17 ‘Leases’ and HK-INT 4 ‘Leases —
Determination of the Length of Lease Term in respect of Hong Kong Land
Leases’, leasehold land for own use is reclassified as Leasehold Land and
amortised over the period of the lease on a straight line basis. Prepaid land
lease is included in Properties Under Development and Properties Held
For Sale, of which the amortisation of prepaid land lease is capitalised as
part of the building costs during the development period but charged to

the profit and loss account for completed properties.
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1 Significant Accounting Policies continued

(vi) Investment Properties

In prior years, the change in the fair value of investment properties was
recognised in the property valuation reserve. The deficit of this reserve
was charged to the profit and loss account and any subsequent increases
were credited to the profit and loss account up to the amount previously
charged. Following the adoption of HKAS 40 Investment Property’, gains
or losses arising from changes in fair value of investment properties are
included in the consolidated profit and loss account in the period in which

they arise.

(vii) Deferred Taxation

Prior to 1 January 2005, deferred tax on changes in fair value of
investment properties arising from revaluation was recognised on the
basis that the recovery of the carrying amount would be through sale and

was calculated at the tax rate applicable on eventual sale.

Following the adoption of HK(sIC)-INT 21 ‘Income Taxes — Recovery of
Revalued Non-Depreciable Assets’, the deferred tax arising from
revaluation of the investment properties is recognised on the basis that the
recovery of the carrying amount of the properties would be through use

and calculated at the profits tax rate.
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1 Significant Accounting Policies continued

Pursuant to HKAS 8 (which outlines the disclosure requirements when a

change in accounting policy has a material effect on the current and prior

periods presented), the Group has applied the new accounting policies

retrospectively except for HKAS 32, HKAS 39, HKAS 40 and HK-INT 3

(Notes 1(iii), (iv) and (vi) above refers) which are applied prospectively in

accordance with the transitional provisions. These effects are summarised

as follows:

FINE

BRiIN1% 2 %2 Effects on adopting

ERGE EHG
BHEE #ARE G %BIFE32%
HERIEATHR F215%% B F405 K 395 A&t
HK(SIO)- HKAS
LB EETirE in HK$ million HKAS 17 INT 21 HKAS 40 32 & 39 Total
H_ZZNFHHB2¥E Effects on periods prior to 2004
FE T HhEEIEIE N Increase in amortisation of
leasehold land (81) - - - (81)
EIERLIEE N Increase in deferred tax - (554) - - (554)
PG HE & A R BB R Decrease in share of results of
associated companies 8) (204) - - (212)
R B i FIl e Decrease in retained profits (89) (758) - - (847)
H_ZENFzE Effects on 2004
(@ BZE=-=FTMFXA (a) Six months ended
=+HIEAEA 30 June 2004
FAE - b SH L N Increase in amortisation of
leasehold land 3) - - - 3)
RAE T IEIE AN Increase in deferred tax - (19) - - (19)
FribE & A B EER D Decrease in share of results of
an associated company (1) - - - (1)
(4) (19) - - (23)
b) BZE=-—ZEZNFE+=A (b) Six months ended
=+—Hi1LA<EA 31 December 2004
GiEN =g b ik: (i | Increase in amortisation of
leasehold land 3) - - - 3)
IEFER THAE N Increase in deferred tax - (20) - - (20)
Frib B & N al &R Decrease in share of results of
an associated company (1) - - - (1)
4) (20) - - (24)
HE—_FTTMFES—H Decrease for the year ended
S+—HUEERD 31 December 2004 8) (39) - - 47)
R-ZZENE+=A Decrease in retained profits
=t+—BREBBFRED as at 31 December 2004 97) (797) - - (894)
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1 Significant Accounting Policies continued

FRiN1& 2 %22 Effects on adopting

BB G BB
EREGET ARIRRE ERGET EREI2HR
HERE175R 2158 ARIFE40%% 5395 Eh
HK(SIC)- HKAS
LB EE T E in HK$ million HKAS 17 INT 21 HKAS 40 32 & 39 Total
H_ZTHRFE—-A—-B2¥¥E Effects on 1 January 2005
RMITARATEEZFRD Decrease in fair value change of
financial instruments - - - (20) (20)
B 765 % B 859 0 Increase in amortisation of finance charges - - - (3) (3)
FIBE M Increase in taxation - - - (14) (14)
RGBS DB EME Increase in share of fair value change
NEEES LM of investment properties of
associated companies - - 524 - 524
FTGH: & A R B Decrease in share of results of
associated companies - - - (24) (24)
RE i FE 0/ () Increase / (decrease) in retained profits - - 524 61) 463
IR &2 E R Decrease in cash flow hedge reserve - - - (101) (101)
WESEMFEREM Increase in investment revaluation reserve - - - 24 24
FriEH & AR E B Increase in share of investment revaluation
a5 hn reserve of associated companies - - - 126 126
RGBS DB EME Decrease in share of fair value change
NEEBEZESRHD of investment properties of
associated companies - - (524) - (524)
HEZFHERESRE Decrease in cash flow hedge reserve of
HR AR jointly controlled entities - - - (37) (37)
#1E (L) /380 (Decrease) / increase in reserves - - (524) 12 (512)
AABRRELER D Decrease in equity attributable to
the shareholders of the Company - - - (49) (49)
R-ZZEHRFE—HA—H Decrease in equity attributable to
ANFRREGERRD the shareholders of the Company
as at 1 January 2005 (97) (797) - (49) (943)
HEBZE_ZTRFRA Effects on period ended
=StHLHEzZEE 30 June 2005
THE I M Increase in amortisation of
leasehold land ) - - - )
R IEIE N Increase in deferred tax - 9) - - 9)
SR ITARATEEZ LN Increase in fair value change of
financial instruments - - - 134 134
REMELATEBEEZHR Increase in fair value change of investment
FE R B IR L N properties and related deferred tax - (126) 561 - 435
FribB e ReliREMERT Increase in share of fair value change of
BEZHREMEFERT investment properties and related
T IEIE AN deferred tax of associated companies - 61) 346 - 285
FRr i Bk & N B SR Decrease in share of results of an
associated company (1) - - - (1)
BRI GRid) /0 (Decrease) / increase in profit for the period (3) (196) 907 134 842
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2 EXEBRDEEBHEN 2 Turnover and Segment Information

AN Byt EBEH M2 AL M E BN An analysis of the Group’s turnover and profit from consolidated activities
R FH A SRR AT A% 5 B i Al - LI before net finance charges and share of results of jointly controlled entities
A G 0 o A A [e)  o FE B M N FISERE 2 and associated companies by principal activities are as follows:

G

Frit 2@ P&
HE-STREFA=THIEANEA ira ZEHERE BMEAR DR bRl
LB E BT E = % A ES ¥E KESE EBoR  EHEA
Share of
Results of Share of
Profit from Jointly  Results of
Six months ended 30 June 2005 Consolidated Controlled  Associated Group Segment Segment
in HK$ million Turnover Activities Entities Companies Total  Allocations Profit
BEEEZHEIN
By principal activity
iz
Aviation - - 12 484 496 - 496
AR
Civil Infrastructure 282 181 50 25 256 - 256
%S
Power Generation 99 79 76 (13) 142 - 142
ERE
Communications 608 9 31 52 92 - 92
L/ES
Property 1,150 547 - 308 855 39 894
LSEER e
Special Steel Manufacturing 6,286 584 (39) - 545 - 545
HE &8
Marketing & Distribution 5,212 192 15 1 208 (39) 169
Hth
Others - - 16 - 16 - 16
RAMEATBELD
Fair Value Change of Investment Properties - 561 - 285 846 - 846
W R RATERE R
Less: General & Administration Expenses - (183) - - (183) - (183)
13,637 1,970 161 1,142 3,273 - 3,273
B2 R ER
Net Finance Charges (92)
2]
Taxation (248)
HAE A
Profit for the Period 2,933
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2 EXBRNEXTEN 2

2 Turnover and Segment Information continued

FriG R Fi&
HEZZZTNFSA=+HILEAREA FE ZHIEE  BEAR bak | bak ]
LB EBTitE B F 155 A ES ¥ KEAT  EBoR  EBET
Share of
Results of Share of
Profit from Jointly  Results of
Six months ended 30 June 2004 Consolidated Controlled  Associated Group Segment Segment
in HK$ million Turnover Activities Entites Companies Total  Allocations Profit
BFEXBFSIT
By principal activity
iz
Aviation - - 17 517 534 - 534
AR
Civil Infrastructure 260 161 38 29 228 - 228
BE
Power Generation 214 173 167 27 367 - 367
B
Communications 736 58 33 32 123 - 123
LZES
Property 230 182 N 100 282 36 318
LSRER S
Special Steel Manufacturing 3,206 565 - - 565 - 565
HE NS H
Marketing & Distribution 6,092 211 11 3 225 (36) 189
At
Others 134 20 35 - 55 - 55
B R RITERE R
Less: General & Administration Expenses - (165) - - (165) - (165)
10,872 1,205 301 708 2,214 - 2,214
BTS2 R 5
Net Finance Charges (110)
1A
Taxation (158)
HAE A
Profit for the Period 1,946
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2 EEBRDEXEBER # 2 Turnover and Segment Information continued
PUR Z 1% M P BB > 2 AR BT An analysis of the Group’s turnover by geographical area is as follows:
GrHT

HEASNA=+tHILAREA
Six months ended 30 June

e EZBTitE in HK$ million 2005 2004

FZ 1 22 [ 13 55 T By geographical area

B Hong Kong 4,747 3,649

e Mainland China 8,231 6,599

=N Japan 265 226

Hith Others 394 398
13,637 10,872

3EBEBBR 3 Profit from Consolidated Activities

GAEREMTEA KRIR The profit from consolidated activities is arrived at after crediting and

charging:

HENA=+tHILAEAR
Six months ended 30 June

KB EE T E in HK$ million 2005 2004
A Crediting
Hh B & ERSUA Dividend income from other financial assets 99 214
REMEATEES Change in fair value of investment properties 561 -
HE— R ERRER Profit on disposal of a subsidiary company 360 -
Ik Charging
EEFEKRAR Cost of inventories sold 9,195 7,659
M WERRETE Depreciation of property, plant and equipment 358 279
HM G EES N2 REKE Impairment losses on amortisation of

other financial assets 22 40
THE b 8 Amortisation of leasehold land 22 14
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4 BB ZHFHE 4 Net Finance Charges
HEXNA=+THIEXREA
Six months ended 30 June
LB EE T E in HK$ million 2005 2004
B Finance charges
MEZH Interest expenses 277 187
HAb B 75 % Other finance charges 18 14
BREFTEARZRIEA Amount capitalised (37) (24)
eRMIAZATEERS Fair value gains on financial instruments (134) -
124 177
B BIA Finance income
FEWA Interest income (32) 67)
92 110
5 HIE 5 Taxation

B v R4S BRI 300 A Ak 51 E BB g A H B % Hong Kong profits tax is calculated at 17.5% (2004: 17.5%) on the

17.5% ( —FEIU4E : 17.5%) 5tE o i 5B estimated assessable profit for the period. Overseas taxation is calculated
TA R4 300 P ik 5 I B ek ) > AR AR SR on the estimated assessable profit for the period at the rates of taxation

KO RS R W OB T 2 BUR M5 o BUJEME prevailing in the countries in which the Group operates. Tax provisions are
R AR AR > DU ML~ B 4] 2% v reviewed regularly to take into account changes in legislation, practice and

UL B o FEIE IR status of negotiations. Details as follows:
BHEANA=ZTHIEREA
Six months ended 30 June
LB BEETA E in HK$ million 2005 2004
AEHE Current taxation
EREREH Hong Kong profits tax 60 61
BN IR Overseas taxation 57 82
BEEHIE Deferred taxation
BEMEATEELS Change in fair value of investment properties 126 -
FEREBRERER Origination and reversal of other temporary differences 5 15

248 158
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6 Dividends
HEASNA=1THILAEA
Six months ended 30 June
in HK$ million 2005 2004

ER-ZTMERAKE : FREK0.70T
(ZTZ =% : B¥0.707T)

2004 Final dividend paid: HK$0.70
(2003: HK$0.70) per share 1,754 1,632

F_TTAFHHRE  SRE¥0.30T
(ZZTZWF - EH¥0.307T)

2005 Interim dividend proposed: HK$0.30
(2004: HK$0.30) per share 658 657

7 BRAERN

5 AR ) Y 5 B RO A i M T AR
LT =FEoC (RN R HEET
NAETT) 55 -

B I8 R T 4% 0 0 2 AT B4 2 I HE ST 3 8
2,192,285,022/% ( ZFF 4 + 2847 IR
2,189,998,622/%) #H4E o T4 45 i 2 A
HI4%2,195,109,006 /8 B i ( & F Y4 -
2,191,283,820/8 e ) (B 2 847 M4 2
TIHE T 35 800 A 2 v i 2 S M A A
RE A1 DAy 538 AT 2 2,823,984 /8 i A7
(ZFFPUA ¢ 1,285, 198REREAY) 2 kT3
) FE -

7 Earnings per Share

The calculation of earnings per share is based on profit attributable to
shareholders of HK$2,773 million (2004: HK$1,728 million).

The basic earnings per share is based on the weighted average number

of 2,192,285,022 shares in issue during the period (2004: 2,189,998,622
shares in issue). The diluted earnings per share is based on 2,195,109,006
shares (2004: 2,191,283,820 shares) which is the weighted average number
of shares in issue during the period plus the weighted average number of
2,823,984 shares (2004: 1,285,198 shares) deemed to be issued at no

consideration if all outstanding options had been exercised.
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8.1 BUARIE - BUWERA »

8.1 Debtors, Accounts Receivable, Deposits and

RERBEMFNRIE Prepayments
—EBRE e pseS
NA=+AH +=A=+—8
KB EETAE in HK$ million 30 June 2005 31 December 2004
JEWE ZARIE Trade debtors
—FR Within 1 year 1,628 1,754
—F Lk Over 1 year 63 179
1,691 1,933
FEWERR - B& RIBHAFKIE Accounts receivable, deposits and prepayments 2,889 2,255
4,580 4,188
Hat - Note:

) BKESEAENGRE  HHEREEAY
547 -

i) EEFEMGIZRE G IERRETHEZNZERR

iii) HEWCHR R ~ 12 R S G 45 08 W 75 e 19 it
2 f G o

82 BfARE - B ERM

i) Trade debtors are net of provision and the ageing is classified based on invoice

date.

i) Each business units has a defined credit policy appropriate to its circumstances.

ii) Accounts receivable, deposits and prepayments included derivative financial

assets of HK$6 million.

8.2 Creditors, Accounts Payable, Deposits and

REREMKE Accruals
—EERHF —ETNF
AA=+E  +-A=+-H
OB EETAE in HK$ million 30 June 2005 31 December 2004
FETE ZRH Trade creditors
—FR Within 1 year 1,634 1,608
—F LAk Over 1 year 63 94
1,697 1,702
ERERER - R REMNFKIE Accounts payable, deposits and accruals 3,703 3,040
5,400 4,742
Hiat - Note:

) EES Bz RENKIREEEE-—T=8%T
LTS EE -

9 LEEHF

BHABIERRE R LRHTE
e -

48

i) Accounts payable, deposits and accruals included derivative financial liabilities of

HK$13 million.

9 Comparative figures

Comparative figures have been adjusted to conform with the current

presentation.



