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1. GENERAL

A.

Ultimate holding company

The parent company of the Company is China Resources
(Holdings) Company Limited (“CR Holdings"”),
incorporated in Hong Kong. In the opinion of the
Directors, the Company’s ultimate holding company is
China Resources National Corporation, a company
established in the Chinese Mainland.

Principal activities

The principal activities of the Group are the production
and sale of cement, concrete, precast products and other
related products and services.

Basis of preparation of financial statements

The financial statements are presented in Hong Kong
dollars which is the same as the functional currency of
the Group. The financial statements have been prepared
under the historical cost convention except for investment
property which is measured at fair value and in accordance
with accounting principles generally accepted in Hong
Kong.
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2.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRS(s)”), Hong
Kong Accounting Standards (“HKAS(s)”) and Interpretations
(hereinafter collectively referred to as “new HKFRS(s)”) issued
by Hong Kong Institute of Certified Public Accountants that are
relevant to its operations and are effective for accounting periods
beginning on or after 1 January 2005. The application of the
new HKFRSs has resulted in a change in the presentation of the
consolidated profit and loss account, consolidated balance sheet
and the consolidated statement of changes in equity.

In prior years, minority interests at the balance sheet date were
presented in the consolidated balance sheet separately from
liabilities and as deduction from net assets. Minority interests in
the results of the Group for the year were also separately
presented in the consolidated profit and loss account as a
deduction before arriving at the profit attributable to shareholders
of the Company. With effect from 1 January 2005, under the
new HKAS 1 “Presentation of Financial Statements” and HKAS 27
“Consolidated and Separate Financial Statements”, minority
interests at the balance sheet date are presented in the
consolidated balance sheet as part of total equity, separately
from interests attributable to the shareholders of the Company.
Minority interests in the results of the Group are presented on
the face of the consolidated profit and loss account as an
allocation of profit or loss for the year between minority interests
and the shareholders of the Company. The changes in
presentation have been applied retrospectively.

The adoption of the new HKFRSs has resulted in changes to the
Group’s accounting policies in the following areas that have an
effect on how the results for the current or prior accounting
years are prepared and presented.
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2.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

(a) Owner-occupied leasehold land

In previous years, owner-occupied leasehold land and
buildings were included in fixed assets and measured
using the cost model. In the current year, the Group has
applied HKAS 17 “Leases”. Under HKAS 17, the land
and buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is treated as a
finance lease. The adoption of this standard has had no
material effect on how the results for the current or prior
accounting years are prepared and presented.

(b) Goodwill

In accordance with HKFRS 3 “Business Combinations”,
goodwill arising on acquisitions is recognised as an asset
and reviewed for impairment at least annually or more
frequently if there are indications that the carrying value
may not be recoverable. Any impairment is recognised
immediately in the consolidated profit and loss account
and is not subsequently reversed. HKFRS 3 requires that,
after reassessment, any excess of the acquirer’s interest
in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of the
business combination should be recognised immediately
in the consolidated profit and loss account. HKFRS 3
prohibits the recognition of discount on acquisition in
the balance sheet.
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2.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

(b)

Goodwiill (continued)

Goodwill arising from acquisitions prior to 1 January 2005
was amortised over its estimated useful life in previous
years. The Group discontinued the amortisation of such
goodwill on 31 December 2004 and the related
accumulated amortisation of HK$8,175,000 was
eliminated against the cost of goodwill at 1 January 2005.

Discount on acquisition before the date of adoption of
the new standard is derecognised and the unamortised
balance of HK$39,132,000 is adjusted to the opening
balance of retained profits as at 1 January 2005. This
change in accounting policy has not been applied
retrospectively.

On disposal of a subsidiary or an associate, the profit
and loss is calculated by reference to the net assets at
the date of disposal including the attributable amount
of goodwill.

In the current year, the Group has also applied HKAS 21
“The Effects of Changes in Foreign Exchange Rates”
which requires goodwill to be treated as assets and
liabilities of the foreign operation and translated at closing
rate at each balance sheet date. Previously, goodwill
arising on acquisitions of foreign operations was reported
at historical rate at each balance sheet date. In accordance
with the relevant transitional provisions in HKAS 21,
goodwill arising on acquisitions prior to 1 January 2005
is treated as a non-monetary foreign currency item of
the Group. Therefore, no prior year adjustment has been
made. In the current year, the Group acquired a foreign
operation, and goodwill arose on the acquisition of that
foreign operation has been translated at the closing rate
at 30 June 2005, which has insignificant effect in the
balance of translation reserve at 31 December 2005.
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2.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

(o) Share-based payment

The Group has granted share options to certain
participants to subscribe for shares of the Company in
accordance with the Company’s share option scheme.
Prior to 1 January 2005, the Group did not recognise the
financial effect of the share options until the share options
were exercised.

Under HKFRS 2 “Share-based Payment”, the share
options granted are classified as equity-settled share-
based payments which are measured at fair value at the
date of grant. The fair value determined at the grant
date of the equity-settled share-based payments is
expensed on a straight-line basis over the vesting period,
based on the Group's estimate of shares that will
eventually vest. Fair value is measured using the Black-
Scholes model.

In accordance with the transitional provisions of HKFRS 2,
the standard has been applied retrospectively to all grants
of shares options that remained unvested as of 1 January
2005. The change in policy has resulted in a decrease of
HK$5,184,000 in net profits in the current year (1/1/2004
to 31/12/2004: HK$6,262,000), a decrease of
HK$6,262,000 in retained profits at 31 December 2004
(31/12/2003: Nil) and an increase of HK$6,262,000 in
share-based compensation reserve at 31 December 2004
(31/12/2003: Nil).
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Investment property

In the current year, the Group has, for the first time,
applied HKAS 40 “Investment Property”. The Group has
elected to use the fair value model to account for its
investment property which requires gains or losses arising
from changes in the fair value of investment property to
be recognised directly in the profit and loss account for
the year in which they arise.

The deferred tax consequences of the investment property
are assessed on the basis that reflects the tax
consequences that would follow from the manner in
which the Group expects to recover from the property at
each balance sheet date.

Financial instruments

The adoption of HKAS 32 “Financial Instruments:
Disclosure and Presentation” and HKAS 39 “Financial
Instruments: Recognition and Measurement” has resulted
in a change in the accounting policy relating to the
classification of financial assets and liabilities and their
measurements.

Under the new accounting standards, financial assets are
classified as “financial assets at fair value through profit
or loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. The
classification depends on the purpose for which the assets
are acquired. “Financial assets at fair value through profit
or loss” are carried at fair value, with changes in fair
values recognised in the profit and loss account. “Loans
and receivables” and “held-to-maturity financial assets”
are measured at amortised cost using the effective interest
method. “Available-for-sale financial assets” are carried
at fair value with changes in fair value recognised in equity
except for investments in equity securities that do not
have a quoted market price in an active market and whose
fair value cannot be measured reliably and are stated at
cost less impairment.
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2.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

(e) Financial instruments (continued)

Financial liabilities are classified as “financial liabilities at
fair value through profit or loss” or “financial liabilities
other than financial liabilities at fair value through profit
or loss (other financial liabilities)”. “Other financial
liabilities” are carried at amortised cost using the effective
interest method.

In accordance with HKAS 32 “Financial Instruments:
Disclosure and Presentation”, convertible bonds are
regarded as compound instruments, consisting of a
liability component and an equity component. At the date
of issue, the fair value of the liability component is
estimated using the prevailing market interest rate for
similar non-convertible debt. The difference between the
proceeds of issue of the convertible bonds and the fair
value assigned to the liability component, representing
the embedded option to convert the liability into equity
of the Company, is included in equity. In subsequent
years, the liability component is carried at amortised cost
using the effective interest method. The interest expense
on the liability component is calculated by applying the
prevailing market interest rate for similar non-convertible
debt to the liability component of the instrument.
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3. EFFECTS OF THE ADOPTION OF NEW
ACCOUNTING POLICIES

The effects of the adoption of new accounting policies described

BTN ELT: in Note 2 above on profit for the year are as follows:
BZE+-A=1+—HLEE
—EEREF —ETE
FExT FAET
Year ended 31 December
2005 2004
HK$'000 HK$'000
HAUW AR A Decrease in other income
W BT s B BRI Decrease in discount on
acquisition released (10,024) =
BEMENTEEL B Gain on change in
fair value of investment property 27,212 -
—MRRAITHERRA (80) Decrease (increase) in general and
administration expenses
AR RBREERNFA Expenses recognised in respect of
share options granted (5,184) (6,262)
[l $isVE s Decrease in amortisation of goodwill 13,821 =
B 7% 8 R N Increase in finance costs
AR BESAESH Interest on the liability component
R lES) of convertible bonds (20,020) =
IR A (350) Decrease (increase) in taxation
BRI HREHFB RS DS Decrease in deferred tax liabilities
FERIER BER relating to interest on the
liability component of
convertible bonds 3,503 -
ERTEMENTEEZS =D Increase in deferred tax
RIERIA R EIE N liabilities relating to gain on
change in fair value of
investment property (8,980) -
FREAFIEM CHL) Increase (decrease) in
profit for the year 328 (6,262)
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EFFECTS OF THE ADOPTION OF NEW

ACCOUNTING POLICIES (continued)
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The cumulative effects of the adoption of new accounting policies
as at 31 December 2004 and 1 January 2005 are summarised

below:
RZTZTNE RZZTEE RZZTRF
+-A=1+—H B¥ +=-A=1+—H TR —A—H
(REZ31) HE (BEE5I) HE (BER)
T T TET TET THET
As at As at As at
31/12/2004 Retrospective 31/12/2004 Prospective 1/1/2005
(originally stated) adjustments (restated) adjustments (restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEAERER Balance sheet items
EHEFERISE17  Impact of HKAS 17:

TR A

EEEE Fixed assets 1,408,403 (69,933) 1,338,470 - 1,338,470

BNHRETR Prepaid lease payments 3,963 69,933 73,89 = 73,896
BRENBRS Impact of HKFRS 3:

AR E3%:

EVEE Intangible assets 15,849 = 15,849 39,132 54,981
EETEREEE  Impact of HKFRS 2:

E2RMTE:
VAR AR B E%E  Share-based
o compensation reserve = 6,262 6,262 = 6,262
FEQEERIE 15 Impact of HKAS 1

RETHMFE:  and HKAS 27;

LERFER Minority interests = 70,761 70,761 - 70,761
REBAF Retained profits 112,209 (6,262) 105,947 39,132 145,079
RN E2@E5E  Total effects on equity 112,209 70,761 182,970 39,132 222,102
DR R Minority interests 70,761 (70,761) = = =
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EFFECTS OF THE ADOPTION OF NEW
ACCOUNTING POLICIES (continued)

The Group has not early applied the following new standards
and interpretations that have been issued but are not yet effective.
The Directors expect that the application of these standards or
interpretations will not have any material impact on the financial
statements of the Group.

HKAS 1 (Amendment)
HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4

(Amendments)

HKFRS 6

HKFRS 7
HKFRS - INT 4

HKFRS - INT 5

HK (IFRIC) - INT 6

HK (IFRIC) - INT 7

Capital Disclosure !
Employee Benefits — Actuarial Gains and Losses,
Group Plans and Disclosures ?

The Effects of Changes in Foreign Exchange Rates,
Net Investment in a Foreign Operation ?

Cash Flow Hedge Accounting of Forecast
Intragroup Transactions ?

The Fair Value Option 2

Financial Instruments: Recognition and
Measurement and Insurance Contracts —
Financial Guarantee Contracts 2

Exploration for and Evaluation of Mineral
Resources 2

Financial Instruments: Disclosures

Determining whether an Arrangement contains
a Lease ?

Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation
Funds 2

Liabilities arising from Participating in a Specific
Market — Waste Electrical and Electronic
Equipment

Applying the Restatement Approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies *

1. Effective for annual periods beginning on or after 1 January 2007.

2. Effective for annual periods beginning on or after 1 January 2006.

3. Effective for annual periods beginning on or after 1 December 2005.
4. Effective for annual periods beginning on or after 1 March 2006.
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PRINCIPAL ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants. In
addition, the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

A. Consolidation

The financial statements of the Group include the financial
statements of the Company and all its direct and indirect
subsidiaries made up to 31 December and also
incorporate the Group’s interests in associates on the basis
set out in Note 4B below.

The results of subsidiaries and associates 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.

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that
meet the conditions for recognition under HKFRS 3 are
recognised at their fair values at the acquisition date.

Acquisition of additional interests of subsidiaries that do
not result in a change in control do not fall within the
definition of business combination under HKFRS 3. The
excess of the cost of acquisition over the carrying value
of the minority interest is recognised as goodwill.

—ZEZRFFHR Annual Report 2005
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Associates

An associate is an enterprise, not being a subsidiary, over
which the Group is in a position to exercise significant
influence through participation in the financial and
operating policy decisions of the investee. The
consolidated profit and loss account includes the Group’s
share of the results of associates for the year. In the
consolidated balance sheet, interests in associates is stated
at the Group’s share of net assets of the associates plus
goodwill arising on acquisitions, less any impairment loss.

Goodwill

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

Goodwill arising from acquisition of subsidiaries prior to
1 January 2005 was recognised as an asset and is stated
at cost less accumulated amortisation up to 31 December
2004 and any impairment loss as set out in Note 2(b)
above .

Goodwill arising from acquisition of subsidiaries after
31 December 2004 is recognised as an asset and is stated
at cost less any impairment loss as set out in Note 2(b)
above.

Impairment loss recognised is not reversed in a
subsequent period.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the profit or loss on disposal.
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4. PRINCIPAL ACCOUNTING POLICIES

(continued)

D.

Discount on acquisition

Discount on acquisition arising from acquisitions of
subsidiaries or associates represents the excess of the
Group’s interest in the fair value of identifiable assets,
liabilities and contingent liabilities acquired over the cost
of acquisition.

Discount on acquisition arising on acquisitions before the
date of adoption of the new accounting policy as set out
in Note 2(b) above is derecognised and the unamortised
balance is adjusted to the opening balance of retained
profits as at 1 January 2005.

Discount on acquisition arising on acquisitions from
1 January 2005 is released immediately to the
consolidated profit and loss account.

Fixed assets
(a) Construction in progress

Fixed assets in the course of construction for
production, rent or administrative purposes or for
the purposes not yet determined, are carried at
cost less accumulated impairment losses, if any.
Cost includes all construction expenditure,
professional fees, borrowing cost capitalised and
other relevant expenses directly attributable to
such projects.

No provision for depreciation is made on
construction in progress until such time when
construction work is completed and the costs of
construction are transferred to the appropriate
category of fixed assets.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

E.
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Fixed assets (continued)

(b)

(9]

Other fixed assets

Fixed asset other than construction in progress
are stated at cost less depreciation and
accumulated impairment loss, if any.

Depreciation of other fixed assets is provided to
write off the cost of assets using the straight line
method over their estimated useful lives. The
estimated useful lives are as follows:
Land and buildings Over the unexpired
term of lease
Silo 10 to 40 years
Plant and machinery 3 to 40 years
Barge and pier 11 to 25 years
Others 3 to 16%; years
Impairment of fixed assets

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 consolidated profit and loss account.

Where an impairment loss subsequently reverses,
the carrying amount of the assets is increased to
the revised estimate of its recoverable amount.
Such reversal of impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to the consolidated profit and
loss account in the year in which the reversals are
recognised.
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PRINCIPAL ACCOUNTING POLICIES

(continued)
F. Investment property

Investment property is accounted for using the fair value
model. Gains or losses arising from change in fair value
are recognised directly as profit or loss for the year in
which they arise.

G. Mining rights

Mining rights are stated at cost less accumulated
amortisation and any identified impairment loss. The cost
of mining rights are amortised on the straight line method
over the estimated useful life of 50 years.

H. Stocks

Stocks are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in first-out method.

I. Financial instruments

Financial assets and liabilities are recognised on the
consolidated balance sheet when the Group becomes a
party to the contractual provisions of the instrument.

Trade and other receivables

Trade and other receivables are subsequently measured
at amortised cost using the effective interest rate method.
Appropriate allowances for estimated irrecoverable
amounts are recognised in profit or loss when there is
objective evidence that the asset is impaired. The
allowance recognised is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the
effective interest rate computed at initial recognition.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
demand deposits, and other short-term highly liquid
investments that are readily convertible to a known
amount of cash and are subject to an insignificant risk of
changes in value.
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Financial instruments (continued)

Bank borrowings

Interest-bearing bank loans and overdrafts are initially
measured at fair value, and are subsequently measured
at amortised cost, using the effective interest rate method.
Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings
is recognised over the term of the borrowings in
accordance with the Group’s accounting policy for
borrowings costs.

Trade and other payables

Trade and other payables are subsequently measured at
amortised cost, using the effective interest rate method.

Convertible bonds

Convertible bonds issued by the Group that contain both
financial liability and equity components are classified
separately into respective liability and equity components
on initial recognition. On initial recognition, the fair value
of the liability component is determined using the
prevailing market interest of similar non-convertible debts.
The difference between the proceeds of the issue of the
convertible bonds and the fair value assigned to the
liability component, representing the embedded call
option for the holder to convert the bonds into equity, is
included in equity (bonds reserve).

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using the
effective interest method. The equity component,
represented by the option to convert the liability
component into ordinary shares of the Company, will
remain in bonds reserve until the embedded option is
exercised in which case the balance stated in bonds
reserve will be transferred to share premium. Where the
option remains unexercised at the expiry date, the balance
stated in bonds reserve will be released to retained profits.
No gain or loss is recognised in profit or loss upon
conversion or expiration of the option.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to
the liability component are included in the carrying
amount of the liability portion and amortised over the
period of the convertible bonds using the effective interest
method.

Recognition of revenue

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services provided in the normal course of
business, net of discounts, value added tax and other
sales related taxes.

Sale of goods is recognised when goods are delivered
and title has passed.

Service income is recognised when services are rendered.

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

Borrowing costs

Borrowing costs are accounted for on the accrual basis
and charged to the consolidated profit and loss account
in the year incurred, except for costs related to funding
of qualifying assets which are capitalised as part of the
cost of that asset up to the date when substantially all
the activities necessary to prepare the asset for its
intended use or sale are completed.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

L.

Taxation

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

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

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

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

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the
asset realised. Deferred tax is charged or credited in the
consolidated profit and loss account, except when it
relates to items charged or credited directly to equity, in
which case the deferred tax is also dealt with in equity.
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4. PRINCIPAL ACCOUNTING POLICIES

(continued)

M.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in its functional currency (i.e. the currency of
the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates
of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the year in which they
arise. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included
in profit or loss for the year except for differences arising
on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity,
in which cases, the exchange differences are also
recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Company at the rate of exchange prevailing at the
balance sheet date, and their income and expenses are
translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the
year, in which case, the exchange rates prevailing at the
dates of transactions are used. Exchange differences
arising, if any, are recognised as a separate component
of equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the year in
which the foreign operation is disposed of.
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Leases

Leases are classified as finance leases when the terms of
the leases transfer substantially all the risks and rewards
of ownership of the assets concerned to the Group. All
other leases are classified as operating leases.

Income or expense arising from operating leases is
recognised in the consolidated profit and loss account
on a straight line basis over the periods of the respective
leases.

Employee benefits

Payments to defined contribution retirement benefit
plans, government-managed retirement benefit schemes
and the Mandatory Provident Fund Scheme are charged
as an expense as they fall due.

Share option schemes

When options are granted to eligible participants to
subscribe for shares of the Company in accordance with
the Company’s share option schemes, the share options
granted are classified as equity-settled share-based
payments which are measured at fair value at the date
of grant. The fair value determined at the grant date of
the equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on
the Group’s estimate of shares that will eventually vest,
with the corresponding entry charged directly to equity.
Fair value is measured using the Black-Scholes model.



A TS SRR M ot
BE_TTRFT-A=+—ALFE

Notes to the Financial Statements
for the year ended 31 December 2005

EEST AR AT
BEZENEERR

e TRBAEENEEZRR
ChNE 23]

FETHELSHRRER AfTHE
o RERESELENNEREBEAME
REENFER S ERAEEBGH RS
EEBNEHEENARRSTRENE
BEROITER UGTEAE-BHE-STH
F+ZA=+—H BHENEAEAR
70,141,000/ T A] YR (B BB AT H 5F1B
RHFE19R T

Fris#

HE-_ZZRF+-A=+—H ' FRkk
HAMBEBEENEEREEE
15,689,000 T ERAEBMEERE
KAER-BELETEEENES X218
FRIRZR BAETARHI R IR B FI K E R
THERR = 2 o W BB ZE £ B R KRBT DR
AR A REAERNIRLETIEA
B 5 - T 75 A ZREE 1 7 1B 88 2 A HAREI Y
BRKRERe

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Key sources of estimation uncertainty
Estimated impairment of goodwill

Determining whether goodwiill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to
calculate the present value. As at 31 December 2005, the carrying
amount of goodwill is HK$70,141,000. Details of the recoverable
amount calculation are disclosed in Note 19.

Income taxes

As at 31 December 2005, a deferred tax asset of HK$15,689,000
in relation to unused tax losses has been recognised in the Group’s
balance sheet. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the
actual future profits generated are less than expected, a material
reversal of deferred tax assets may arise, which would be
recognised in the profit and loss account for the period in which
such a reversal takes place.
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6.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include borrowings, trade
receivables, trade payables and convertible bonds. Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on
how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at
31 December 2005 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated balance sheet. In order to minimise the credit risk,
the management of the Group has delegated a team responsible
for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly
reduced.
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TURNOVER AND SEGMENT
INFORMATION

Turnover represents the amount received and receivable for goods
sold to outside customers.

Commencing from the current year, the Group has reported
separately a business segment, namely Precast Products, which
has been engaged in the business of precast products
manufacturing and was grouped under Concrete Segment in
the prior years. The Directors considered that the business of
precast products is subject to risks and returns that are different
from those of other business segments of the Group and should
be reported as a separate business segment. The relevant
comparative information for the year ended 31 December 2004
has been reclassified accordingly.

Primary reporting format - business segments
Profit and loss account

For the year ended 31 December 2005

ki BBt BRHEER ey o)
TR FET FHET FHET TR
Precast
Cement Concrete Products Elimination Consolidated
HK$’000 HK$’000 HK$000 HK$000 HK$'000
e Turnover
HINKE External sales 813,456 672,859 198,062 - 1,684,377
S e Inter-segment sales 130,956 64 - (131,020) -
944,412 672,923 198,062 (131,020) 1,684,377
D FSHE DIRRITISERGTE Inter-segment sales are charged at prevailing market prices.
ES Results
RS Segment results 66,444 42,944 (33,938) - 75,450
S Interest income 6,331
REMFENTEE Gain on change in
L=)llEny fair value of
investment
property 27,212
v W/NE] Unallocated
53 corporate expenses (26,859)
% E A Finance costs (55,009)
FE(E —REE =N A] Share of result of
EY an associate - (5) - - (5)
B A2 F Profit before taxation 27,120
TH1E Taxation (10,265)
FREEARN Profit for the year 16,855
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7. EXBR7EER® 7. TURNOVER AND SEGMENT
INFORMATION (continued)
FEEH/RHIN -REBIE(E) Primary reporting format - business segments (continued)
B2 —TENF - A=1—HIFFZ For the year ended 31 December 2004
(E&EZ) (Restated)
K L BRHER #158 e
FHET FHET FAT THT FHIT
Precast
Cement Concrete Products Elimination ~ Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
] Turnover
HIMEE External sales 724,453 499,910 214,028 = 1,438,391
DEZEHE Inter-segment sales 113,894 265 = (114,159) =
838,347 500,175 214,028 (114,159) 1,438,391

DE 2z EEE IRRIT IS ERTE . Inter-segment sales are charged at prevailing market prices.
ES Results
RS Segment results 129,651 31,750 (1,114) - 160,287
SN Interest income 975
VN W/NE] Unallocated

X corporate expenses (24,717)
7% E A Finance costs (21,572)
G — K& N A Share of result of

S an associate - 7) = = @)
BrEE A& Profit before taxation 114,966
A Taxation (4,631)
FERF Profit for the year 110,335
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EEBNTEER @

BEAER

R-EERFL+-_/A=+—H

TURNOVER AND SEGMENT
INFORMATION (continued)

Balance sheet

At 31 December 2005

b/ S Y da ERHER wE
FET FET FET FEx
Precast
Cement Concrete Products  Consolidated
HK$’000 HK$’000 HK$°000 HK$’000
BE Assets
DIREE Segment assets 3,457,414 636,406 224,647 4,318,467
REEZL A TIHERS  Interests in an associate - 60 - 60
IRIEFIIEEE  Deferred tax assets 15,689
KHBELARIEE Unallocated corporate assets 458,496
MEBREE Consolidated total assets 4,792,712
=i Liabilities
HEAE Segment liabilities 496,841 140,890 75,779 713,510
MIBAE Tax liabilities 61,944
AOBATEE Unallocated corporate liabilities 2,703,127
LEBARE Consolidated total liabilities 3,478,581
R —FEFFE+—H=1+—H At 31 December 2004
(E&EZ) (Restated)
IKIE p=) g AR E M RE
FH&T FET FHET FET
Precast
Cement Concrete Products Consolidated
HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
"iEE§FZ Segment assets 1,347,218 517,346 225,698 2,090,262
PREEZ A BIHEZS  Interests in an associate = 65 = 65
}M_?Rlﬁﬁﬁ Deferred tax assets 10,454
RHBLATIEE Unallocated corporate assets 252,993
IREBEAE Consolidated total assets 2,353,774
aE Liabilities
HEAE Segment liabilities 267,914 99,862 64,454 432,230
MIBA A Tax liabilities 41,515
FHOEARIEE Unallocated corporate liabilities 736,133
LemafE Consolidated total liabilities 1,209,878
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7. EXBERIBER®

BE_SFTLF1+-A=1—HAILFE

TURNOVER AND SEGMENT

INFORMATION (continued)

Other information

For the year ended 31 December 2005

Kife BRT  ERHER AT wE
FTER FER FBT FHT THT
Precast  Corporate
Cement Concrete Products level Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
NEETEEE Additions to fixed assets 1,110,330 40,618 4,048 482 1,155,478
NE T Additions to
BE intangible assets 2,906 - - - 2,906
EEEE Depreciation of
e fixed assets 89,281 29,182 8,808 146 127,417
EREEE Amortisation of
B3y mining rights 1,495 - - - 1,495
ENHAEHE Amortisation of prepaid
] lease payments 2,923 - - - 2,923
HE—FEMF+ = H=1—HIFE For the year ended 31 December 2004
(BE&EZ) (Restated)
K AL BEMHER NG e
T THET THT FHIT T
Precast Corporate
Cement Concrete Products level  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
REEEEE Additions to fixed assets 142,885 62,721 16,555 - 222,161
EE&E Depreciation of
e fixed assets 59,736 24,395 7,168 3 91,302
B Amortisation of goodwill = 6,176 = = 6,176
EREEE Amortisation of
B3y mining rights 967 - - - 967
ENHAERE Amortisation of prepaid
B35 lease payments 2,233 = = - 2,233
EEEED Release of negative
ZA goodwill to income (6,021) (1,859) - - (7,880)
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LXRER T BER@® 7. TURNOVER AND SEGMENT
INFORMATION (continued)

REZHBIN —BREFREEMEH Secondary reporting format - geographical segments by

EBoHE location of customers and physical location of assets

BE_FFRF+-A=1—HIFE For the year ended 31 December 2005

EEE HBREESEM BTEEFE

THERT FET THERT
Additions to
intangible Additions to
Turnover assets fixed assets
HK$’000 HK$°000 HK$'000
R B (A 3, Chinese Mainland 1,265,752 2,906 1,150,862
BA Hong Kong 418,625 - 4,616
1,684,377 2,906 1,155,478
R-FERF+=-FA=1+—H At 31 December 2005

PEEE
FHET
Segment assets
HK$'000
R B (A 3, Chinese Mainland 3,791,759
B Hong Kong 985,264
4,777,023

HE —TEMFE+—A=1—HIFFZ For the year ended 31 December 2004

EEE  EVEEEN  BEEEERE

THET FHET THET

Additions to Additions to

Turnover intangible assets fixed assets

HK$'000 HK$'000 HK$’000

F A, Chinese Mainland 926,777 - 212,733
BB Hong Kong 511,614 = 9,428
1,438,391 - 222,161
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7. EXBERIBER® 7. TURNOVER AND SEGMENT
INFORMATION (continued)
REZHBAIN —BREFREEMEH Secondary reporting format - geographical segments by
EB5E (&) location of customers and physical location of assets

(continued)

R-FEZFWEFEF—H=+—H At 31 December 2004
DIREE
THTT
Segment assets
HK$'000
AR B A Chinese Mainland 1,559,014
B Hong Kong 784,306
2,343,320
8. H®KEH 8. FINANCE COSTS
BE+-—A=+—-BLEE
—EERE —EZNF
FHET FET
Year ended 31 December
2005 2004
HK$’000 HK$'000
B Interest on:
TFRNEBREED Bank loans wholly
RITENK repayable within
five years 61,990 20,864
DEL NGRS Loans from minority
MR E TR shareholders of
subsidiaries 184 1,235
A HfES Convertible bonds 20,020 =
82,194 22,099
B BEENMEAEE Less: Amount capitalised
BENDE to fixed assets (27,185) (527)
55,009 21,572
BERANERNMEL IR G BREER Capitalisation rate of borrowing costs are calculated at 4.32%
Y H4.32% (ZEEPUF:5.17%) 7T & (2004: 5.17%) to expenditure on qualifying assets.
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BRBL A1 & A

9. PROFIT BEFORE TAXATION

BEt+t-HA=+—BLFE

—geEF  -—TINE
(BEF)
FHET FAT
Year ended 31 December
2005 2004
(Restated)
HK$°000 HK$'000
BB BN E MR T Profit before taxation has been

JIE=SCE arrived at after charging:

EE=ME (FaF10) Directors’ emoluments (Note 10) 6,412 5,787
RIS K Pension costs and mandatory

BHEIMEATESHR provident fund contributions,

EE=RI excluding Directors 6,337 5,649
EfbfE B A Other staff costs 151,759 135,137
1B BN ERE Total staff costs 164,508 146,573
BEEEENE Depreciation of fixed assets 127,417 91,302
PEEEE GTA Amortisation of goodwill (included

—MRATERR) in general and administrative

expenses) - 6,176
T (Gt A Amortisation of mining rights
—MRITERER) (included in general and

BENEERREHE GTA

—MRRITHRF)

ZEET N =

BRER LR RER M

Hipig & O R
BEEE
BRKERNFX

GECRYES
T
HEBEEERR

Nt AATIERE

FEIA

W5 i o (o] 3¢
FEAEABRA

BEE 3 W

administrative expenses) 1,495 967
Amortisation of prepaid lease
payments (included in general

and administrative expenses) 2,923 2,233
Auditors’ remuneration 2,072 1,636
Expenses recognised in respect of

share options granted 5,184 6,262
Impairment loss recognised in

respect of other investments - 33
Operating lease payments in

respect of

rented premises 18,113 18,607

motor vehicles 2,229 1,531
Loss on disposal of fixed assets 4,248 5,518

and after crediting:

Interest income 6,331 975
Release of discount on acquisition

included in other income - 7,880
Exchange gain 19,805 4,158
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10. EEME 10. DIRECTORS' EMOLUMENTS
BZ+-A=t—H
LFE —ZERE “EETNF
BRERER
EEnE EEZHme FeREYE BELAESMHER [Sh g2 k) 1BE
TAET FTHEx FTHEx THET THET FEx
Year ended
31 December 2005 2004
Pension costs
and mandatory
Salaries and provident fund  Discretionary
Name of Director  Directors’ fees allowances  contributions bonus Total Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SithF
Qiao Shibo - - - - - -
RER
Shi Shanbo - 720 59 660 1,439 1,186
[E&I
Zhou Junging - 660 56 520 1,236 1,123
[EBEWL
Zhou Longshan - 653 88 470 1,211 1,118
TR
Sun Mingquan - 600 53 460 1,113 1,030
&%
Zheng Yi - 600 53 460 1,113 1,030
BE
Jiang Wei - - - - - -
EZ VN
Keung Chi Wang, Ralph - - - - - -
BRBOR
Chan Mo Po, Paul 100 - - - 100 100
WRE
Lin Zongshou 100 - - - 100 100
aiEE
Lui Pui Kee, Francis 100 - - - 100 100
300 3,233 309 2,570 6,412 5,787

AEERHETES (RAEENEBEEA
B) MR REmERA A X 52,840,000
BT (ZZZPN4E: 3,369,000/ 7T ) ©

Expenses recognised in respect of share options granted to
Directors, who are key management of the Group, during the
year amounted to HK$2,840,000 (2004: HK$3,369,000).
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1. ZEBEHFMES

REARERSFHMEERE=% (=F
TE:MR) EF A FBER EX
BIEE10 » BB (CETWF: —8) &
= H RS TR FFIEI T

11.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three
(2004: four) Directors, details of whose emoluments are set out
in Note 10 above. The details of the emoluments paid to the
other two (2004: one) highest paid employee are as follows:

BE+-A=1t—HLEE

—gerfE  —TIME
FHET FAT
Year ended 31 December
2005 2004
HK$°000 HK$'000
BEARFH S 2R, Basic salaries and allowances 2,322 1,176
BIREKAR R Pension costs and
sa il ARSI mandatory provident fund
contributions 51 12
2,373 1,188
HEE N FATER: Their emoluments were within the following band:
EEAH
Number of employees
—EERE —EZNF
2005 2004
1,000,001 T2 1,500,000/ 7T HK$1,000,001 to $1,500,000 2 1
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12. RARERIGHE

AEEREFENEERFEERAHRIE
Rt st BN EER B EENESR
B -HRVIRERE B EAFH RIS E N
B mEL WS B R RH-
FLN 57 B R B R B A0 R A M R0R M a1
o RIER D AREBEAHFK-REE B
WEmEARE A T IR

E_ZETFEEFERD BRI LB S
gl ([ata2rtall) B ABRASEE
BEFCEAGEINES AR BEES R
AEBNEBHRFCRAG BIH 2 0%TE
T E-FAFEELAZNBRESE

&l

AEFBETEAMNEE RETEAM
75 BT R A R AT B B AR KR AR B
KR B AR BEARBH SR AIRIEE B
D FRRET BT RBEBEEAEREE
T AKERAL ST ENE—RERED
BEHK

12.

RETIREMENT BENEFITS SCHEME

The Group operates a defined contribution retirement scheme
which is available to its employees in Hong Kong. The assets of
the scheme are held separately in an independently administered
fund. The amount of contributions is based on a specified
percentage of the basic salary of employees and is charged to
the consolidated profit and loss account. Any forfeited
contributions in respect of unvested benefits of staff leavers will
be used to reduce the Group’s contributions. There was no
significant amount of unutilised forfeited contributions at the
balance sheet date.

With the introduction of the Mandatory Provident Fund Scheme
(“MPF Scheme") in Hong Kong in 2000, all employees who were
members of the Group’s defined contribution retirement scheme
were given a choice either to remain in the Group’s defined
contribution retirement scheme or to join the MPF Scheme. All
new employees must join the MPF Scheme.

The employees of the Group in the Chinese Mainland are
members of government-managed retirement benefit schemes
operated by the respective local government in the Chinese
Mainland. The Group is required to contribute a specified
percentage of payroll cost to the retirement benefit scheme to
fund the benefits. The only obligation of the Group with respect
to these schemes is to make the specified contributions.
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13.

BiE

13.

TAXATION

BE+T-A=+—HLEE

—genE  —TTEF
FHET T
Year ended 31 December
2005 2004
HK$'000 HK$'000
ZNERTR IR Current taxation
EBNEH Hong Kong Profits Tax 5,963 5,227
FR B A (B ZEFTS AR Chinese Mainland
Enterprise Income Tax 2,105 (278)
8,068 4,949
IEEFE IR Deferred taxation
B Hong Kong (13,204) (4,353)
R B A b, Chinese Mainland 15,401 4,035
2,197 (318)
10,265 4,631

BAENGERDRBEEE M RRT AT
117.5% (ZERPUE:17.5%) Bix5t

Ho
Ft

BT B A E A R AR B
AR REERE B EESERNFER
BEMFEEHRBTBEEEMEN MEEK
=FERR50%EEMEH B EBLE
i BDEHE R O BRI L (E ]

BE-TENE+=A=+—AILFE
o B P b 3 190 2 BXIRT 36 AT
BRI

HE_BERF+_A=1+—HIFE"
BEAE%R ([BER]) ER=2Z—

EoFECTT = ENFRBFEY
RAT—RMBARIRE RIS S B
SN AN NI K SR N R S
2,995,000 L RyBAN MM B A RE
FERABBEBRIMF ARREEFR
R HRBEERNEETT HERMEBRR
BEAEEEHESEENER IN AR
AESRABBFENBBREDEA
TR W RS RIS E R E A E
ERBARE () R EmRiEREE-

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) on
the estimated assessable profits for the year.

Certain subsidiaries in the Chinese Mainland are entitled to full
exemption from Chinese Mainland Enterprise Income Tax for the
first two years and 50% reduction for the following three years
commencing from the first profitable year of operation after fully
set off against the accumulated losses brought forward.

For the year ended 31 December 2004, the credit of Chinese
Mainland Enterprise Income Tax represents the overprovision in
the prior period.

During the year ended 31 December 2005, tax inquiries have
been raised by the Inland Revenue Department in Hong Kong
(“IRD"”) on a subsidiary of the Company in respect of the years
of assessment from February 2001 to April 2003. Notice of
additional assessment in an aggregate amount of HK$2,995,000
were issued to the subsidiary and objection were properly lodged
with the IRD. In the opinion of the directors of the Company,
the outcome of this matters cannot be determined with
reasonable certainty at this stage as the tax inquiries is still in
progress. In addition, in the opinion of the directors of the
Company, the taxation liabilities have been properly accounted
for in respect of these years. Accordingly, no provision has been
made in the financial statements in respect of the potential tax
liabilities, if any, resulting from the tax inquiries.

—ZEZRFFHR Annual Report 2005

95



FATS SRR M
BE_TTRFT-A=+—ALFE

Notes to the Financial Statements
for the year ended 31 December 2005

BIE @) 13.

TAXATION (continued)

FNTIIE R X BAR A BR TR BT A R $ R a0 The charge for the year can be reconciled to the consolidated
T profit before taxation as follows:
BE+t-A=1+—HLEE
—EZhRF —TTE
(B&E7)
FEx FHBIT
Year ended 31 December
2005 2004
(Restated)
HK$'000 HK$'000
B¢ Al 22 A Profit before taxation 27,120 114,966
REBFETRE Tax at Hong Kong Profits Tax
17 5%&TE MR rate of 17.5% 4,746 20,119
ERIE E%}‘iﬁbf 1| PR R R 2 Tax effect of expenses that are
B E not deductible in
determining taxable profit 10,128 2,703
EERT FERR T BN B DA AR B RO LA Tax effect of income that are
B E not taxable in
determining taxable profit (4,295) (3,502)
ERBERERTIEEE Tax effect of utilisation of tax
N E losses not previously
recognised (58) (4,418)
TEEAMRAEREL LB QA Effect of different tax rates of
PR ER 2 subsidiaries operating in
other jurisdictions (2,889) (9,993)
ATHA 2 T2 (HB%E) B4 Under (over) provision in
the prior period 2,633 (278)
FERBRX Tax expense for the year 10,265 4,631
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14. RE

14. DIVIDEND
BE+-A=1+—HLFE
—EThHE —ETMmE
FHExT FAT
Year ended 31 December
2005 2004
HK$'000 HK$'000
BRI S — & Final dividend proposed
T2 ZARSEN) Nil (2004: HK5 cents
per share) - 19,090

R-BERF-_A-+/\B EFEHER
BHE—TTNF+_A=1T—HIEF
SRR EARR S AR5 AL - it TE R SIS
FHE_ZTTMF+_A=+—HIEF
ENMBREPERLSEE MR=ZZ
FF R AIREZR SRR IR & F o

On 28 February 2005, the Directors proposed a final dividend of
HK5 cents per share in respect of the year ended 31 December
2004. This dividend was not recognised as a liability in the
financial statements for the year ended 31 December 2004 and
was charged to retained profits when the dividend was paid in
May 2005.
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15. BRER 15. EARNINGS PER SHARE
BIRER RHEEE B TIRE T 5 BRET The calculation of the basic and diluted earnings per share is
CE based on the following data:
BE+t-A=1t—HLEE
—EERF —ETE
(BEF)
FHExT FHET
Year ended 31 December
2005 2004
(Restated)
HK$'000 HK$'000
2 Earnings
AEERERK Profit attributable to
BHERNNARERE shareholders of
FEAE BT the Company for
the purpose of calculating
basic and diluted earnings
per share 12,529 82,394

BEt-A=1+—HLEE

—EBREF —TRPE
FB® &
Year ended 31 December
2005 2004
‘000 ‘000
RS EE Number of shares
ST EGREARZF Weighted average number
olibgrapiliL::d of shares for the purpose of
58 calculating basic earnings
per share 379,039 362,807
R E R B Effect on dilutive potential
BEEEE shares on share options N/A 612
FTESREERR Weighted average number of
olibgrapiliL::d shares for the purpose of
58 calculating diluted earnings
per share N/A 363,419
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15.

BRER @)

AAESREER NI R RRA AR
RART TR AT T(E - R Rk S R
MITEERR _ZEZRFRHNTHET
B-mNTRARE N L REFHERE
BB IR S E R T I &
RE IR R R A S R E T

KA RETETRRNE

B R F NI REE
FW?Tﬁyﬁﬁ@mﬁﬂ
&_ggmimiﬁﬁm%éﬁ%ﬁﬁﬁ
BIRUE LEOSRATBATET

SE RO SR EA RS A

uﬂ‘ﬂl
ZhF

15.

EARNINGS PER SHARE (continued)

The computation of diluted earnings per share does not assume
the exercise of the Company’s outstanding share options as the
exercise prices of those options are higher than the average
market prices of shares for 2005. The computation of diluted
earnings per share does not assume the conversion of the Group’s
convertible bonds since their exercise would result in an increase
in earnings per share.

Impact of the adoption of new and revised accounting policies

The Group’s adoption of new and revised accounting policies
during the year are described in detail in Note 2. To the extent
that those changes have had an impact on results reported for
2005 and 2004, they have had an impact on the amounts
reported for earnings per share. The following table summaries

MEE: that impact on both basic and diluted earnings per share:
HEREXRANETE HERBIRANTE
—EEREF —ETEF —EERF —ETEF
BT BT BT BTt
Impact on basic Impact on diluted
earnings per share earnings per share
2005 2004 2005 2004
HK$ HK$ HK$ HK$
FEAHET  Figures before adjustments 0.032 0.244 N/A 0.244
BRE T ER]  Adjustment arising from the
SETHECR adoption of new and
EERFE revised accounting policies 0.001 (0.017) N/A (0.017)
223 E%|  Asreported/restated 0.033 0.227 N/A 0.227
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16. EEEE 16. FIXED ASSETS
BER  BAER
THEEEY  HEE HE BE Hft  #RIR o
T#n  FEr  TER  TEn  TER  TEn TEx
Land Plant Construction
and and Barge in
buildings Silo  machinery  and pier Others  progress Total
HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000
A cosT
R-ETNE
—A-H At 1 January 2004 404879 185491 759125 77848 160057 63343 1,650,743
A A Exchange adjustments 212 237 811 9% 155 88 1,599
KRBT Acquisition of subsidiaries 40418 - 13429 - 24190 - 78037
AE Additions 10,692 7611 17701 11312 41,792 133053 222,161
85 (1) e Transfer from (to) construction
I in progress 5927 11,087 16217 2792 2303 (38,326) -
ik Disposals (9841) (3133  (10,464) - (5944) - (29382
R-ETNE
+ZA=t-H  At31 December 2004 45287 201,293 796819 92,048 222553 158,158 1923,158
R A% Exchange adjustments 6,317 4314 20,526 2,210 3,921 3,802 41,090
KRBT Acquisition of subsidiaries 113,789 - 280,046 26255 20,042 79987 520,119
AE Additions 14,335 1239 13,797 - 70492 1,055,615 1,155478
EERENE Transfer to investment property - - - - - (55446) (55446
EE ()R Transfer from (to) construction
I in progress 9,922 2,714 126613 - 3932 (143,181) -
e Disposals (7,768) - (4881) - (m) - (13,420)
RZZZRE
TZA=t-H  At31 December 2005 588,882 209,560 1232920 120513 320,169 1,098,935 3,570,979
g ACCUMULATED DEPRECIATION
R-_ETNE
—A-H At 1 January 2004 57066 28915 297,347 14713 71813 - 469,854
A A Exchange adjustments 11 15 137 13 11 - 187
KRBT Acquisition of subsidiaries 9,189 - 3,860 - 13586 - 26,635
FRERX Charge for the year 14,999 7178 48974 5458 14,693 - 91302
i E R Written back on disposals (990) (451) (401) - (1,448) - (3290)
i
+ZA=t-H  At31 December 2004 80275 35657 349917 20184 98,655 - 584688
R Exchange adjustments 700 660 5,636 47 982 - 8,395
KRBT Acquisition of subsidiaries 731 - 4,202 169 806 - 5,908
EERAX Charge for the year 20,245 7,600 70,800 5247 23525 - 127417
HERAD Written back on disposals (3,262) - (2769 - (298) - (6329
RZZZRE
TZA=t-H  At31 December 2005 98,689 43917 427,786 26,017 123,670 - 720,079
REEE NET BOOK VALUES
RZZZRE
TZA=t—H  At31 December 2005 490,193 165643 805,134 94,49 196499 1,098,935 2,850,900
i
+ZA=t-H  At31 December 2004 372012 165636 446902 71,864 123898 158,158 1338470
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16.

17.

EE&E @ 16. FIXED ASSETS (continued)
R-BBHF R-ZTTME
+=A=+—8 +=—A=t+—8
(B&3)
TEx FHBIT
At 31/12/2005 At 31/12/2004
(Restated)
HK$'000 HK$'000
REER K Net book values of the land
EEYERRFERE: and buildings of the
Group comprise:
BS Properties in Hong Kong
held on
— IR EHHEOEENE — long-term leases 19,210 19,699
— R BN — medium-term leases 196,934 214,566
P B A3 Properties in Chinese Mainland
held on
— R B F B — medium-term leases 243,836 121,243
— R AEYFENE — short-term leases 30,213 16,504
490,193 372,012

AFAERIRFEEANMEAFIEFEN
26,078,000/&7T (—FF U4 11,099,000
ABIL)

HigEEEERRERMMRE B &
B RBHE UREEYERE-

Included in construction in progress is net interest capitalised of
approximately HK$26,078,000 (2004: HK$1,099,000).

Other fixed assets mainly comprise furniture and equipment,

motor vehicles, trucks and mixers, and leasehold improvements.

AN HERE 17. PREPAID LEASE PAYMENTS
—geEE  —TIME
(BEF)
FET FAT
2005 2004
(Restated)
HK$'000 HK$'000
TE{SIE EFRIEEEE Total prepaid lease payments
R HRARE Medium-term leasehold
7 A B AT b Y land in the Chinese
T Mainland 110,615 73,896
B P — N HIBR BV FRIE Less: Amount charged within
(FrAH b e IE) one year (included in
other receivables) (3,024) (2,230)
107,591 71,666
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18. REMH INVESTMENT PROPERTY

FAT
HK$'000
R-_ZEERFE—HA—H At 1 January 2005 =
ERERIRE Transfer from construction in progress 55,446

RIERRERE AT Change in fair value recognised
BEZ in the profit and loss account 27,212
ME 5 8 B Exchange adjustment 1,910
R-_ZBZEHRF+-_A=+—H At 31 December 2005 84,568

HE_ZTRAF+-A=+—HILFE"
AN B e IS SHE AR U S 14 P ER - A5 15 B
AN EYEN BHENERHRES
55,446,000/ - M —EERE+-A=
+— R BEAEERTERAR ([FE
217]) (BAEEWEBENBLGE
B ImisEEERITEEBEKAE (H
) HEA ARESS,000,0007T (HFré
84,568,000/ L) & ERITEBEEEM
HEER MR -FRHER BB ME
ERH - HEMERAFEEE N
27,212,000/ 70 MAEER 18 & E /) AE R
#2708,980,00078 7T ' B R AR A B iR+

B EMENREERFRT HEO
FAMREBRIN LM

During the year ended 31 December 2005, the Group completed
the final stage of construction of a pier. Before the transfer of
the pier to investment property, the carrying value of the pier
amounted to HK$55,446,000. The pier was valued by DTZ
Debenham Tie Leung Limited (“DTZ"), an independent valuer
not connected with the Group, at 31 December 2005 of
RMB88,000,000 (equivalent to HK$84,568,000), on market value
approach and depreciated replacement cost approach, where
applicable. DTZ have appropriate valuation qualifications and
experience. The valuation conforms to International Valuation
Standards. The resulting increase in fair value of investment
property of HK$27,212,000 and the related increase in deferred
tax liabilities of HK$8,980,000 have been recognised in the
consolidated profit and loss account.

The carrying value of investment property shown above comprises
land outside Hong Kong under medium-term lease.
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19.

BEE 19. INTANGIBLE ASSETS
[k Ui B 47 PR st
FTHT FET TET FTET
Discount on Mining
Goodwill acquisition rights Total
HK$°000 HK$°000 HK$°000 HK$°000
rEE THE GROUP
AN COST
RZZTMME
—H—H At 1 January 2004 23,986 (37,259) 23,385 10,112
PE 5 R Exchange adjustments = = 33 33
W EEHTE A7) Acquisition of subsidiaries 10,125 (12,859) = (2,734)
WK B A A Acquisition of additional
FESME R interest in subsidiaries 6,861 = = 6,861
R-ZEZPF
+=—HA=+—H At 31 December 2004 40,972 (50,118) 23,418 14,272
M 5 8 B Exchange adjustments - - 1,151 1,151
R EE AR AR Eliminated against cost (8,175) = = (8,175)
BUEHER L FI%EZE  Derecognised and adjusted
R & F to retained profits - 50,118 = 50,118
NE Additions - - 2,906 2,906
UG B BT B 2 =) Acquisition of subsidiaries 19,442 = 25,904 45,346
I BB BT /B A 7 Acquisition of additional
BIMERS interest in subsidiaries 17,902 = = 17,902
R-ZEZERF
+=—HA=+—H At 31 December 2005 70,141 - 53,379 123,520
#eH AMORTISATION
R-ZEZPF
—H—H At 1 January 2004 1,999 (3,106) 267 (840)
FERY Charge (release) for
(E1#) the year 6,176 (7,880) 967 (737)
R-ZEZPF
+=ZA=+—H At 31 December 2004 8,175 (10,986) 1,234 (1,577)
M 5 8 B Exchange adjustments - = 61 61
R EE AR AR Eliminated against cost (8,175) = = (8,175)
BUEFER L FI%EZE  Derecognised and adjusted
RE EJ?T'J to retained profits - 10,986 = 10,986
WREMTE A Acquisition of subsidiaries - = 173 173
FERAX Charge for the year - = 1,495 1,495
R-ZEZERF
+=—HA=+—H At 31 December 2005 - - 2,963 2,963
BRENFE NET BOOK VALUES
R-ZEZERF
+=—HA=+—H At 31 December 2005 70,141 - 50,416 120,557
R-ZEZPF
+=—HA=+—H At 31 December 2004 32,797 (39,132) 22,184 15,849
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19. BEEEE® 19. INTANGIBLE ASSETS (continued)

EEEREE SRR EMEB YIRS ES Goodwill with indefinite useful lives has been allocated to two
BACEIKERBRT 2B R -_FEZEH individual cash generating units (“CGUs"), namely cement and
F+_A=+—EEENEREBENLNTS concrete businesses. The carrying amounts of goodwill as at

A=AV 31 December 2005 allocated to these units are as follows:
[EES
FHExT
Goodwill
HK$'000
K Cement 37,344
SRR Concrete 32,797
70,141

HE_TTRF+_A=1t—HLFE
AEEEEEEE H2AERAmEN
ERER e EAE B & T IRRE

BB AIKEI S B RREREBE
BB At BIETVIRIBIAE R B LR
TFEMPHBEESEENRERERA
EITRES %t H st B EE B EM
ERRGEEREENS - TERRA
R EMN X -FRETEN R RIBEME DR
AREBEEBHEMSERNPEMET

During the year ended 31 December 2005, management of the
Group determines that there are no impairments of any of its
CGUs containing goodwill with indefinite useful lives.

The recoverable amounts of these units have been determined
based on a value in use calculation. That calculation uses cash
flow projections based on financial budgets approved by
management covering a five-year period, and discount rate of
5%. No growth rate is assumed in the calculation. Another key
assumption for the value in use calculation is the budgeted gross
margin, which is determined based on the unit’s part performance
and management’s expectations for the market development.

1 04 @K EEMR B PR 2 8 China Resources Cement Holdings Limited



A TS SRR M ot
BE_TTRFT-A=+—ALFE

Notes to the Financial Statements
for the year ended 31 December 2005

20. EZEWHIF 20. DEFERRED TAXATION
U TNAAREEERNEEZRLEHRIE (8 The following are the major deferred tax (liabilities) and assets
) REE LARFEANNES- recognised by the Group and movements thereon during the
year.
REME AR
IEB T E PiKEE ATEESD BHEFL ‘st
FTiEx THET T T TEx
Change in
Accelerated fair value of Interest on
tax Tax investment convertible
depreciation losses property bonds Total
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
RZZTMF At 1 January 2004
—H—H (44,836) 13,246 - - (31,590)
WEEHE QR Acquisition of subsidiaries - 545 - - 545
St (FIB) WA Credit (charge) to
(Bfa£13) income (Note 13) 3,655 (3,337) - - 318
RZZZTME At 31 December 2004
+=—A=+—H (41,181) 10,454 - - (30,727)
TR R Exchange adjustments - 205 (186) - 19
REESFEE Charge to bonds reserve = - = (19,235) (19,235)
BB AR Acquisition of subsidiaries = 7,295 - - 7,295
A (0BR) WA Credit (charge) to
(Bta£13) income (Note 13) 5,541 (2,265) (8,980) 3,507 (2,197)
RZZThHE At 31 December 2005
+—B=1+—H (35,640) 15,689 (9,166) (15,728) (44,845)
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20. EZEFIE &) 20. DEFERRED TAXATION (continued)
R-ZZRF R-ZZTNF
t=A=+-8 +=-A=t+-H
FHET FAT
At31/12/2005 At 31/12/2004
HK$'000 HK$'000
FEERIBEE Deferred tax liabilities (60,534) (41,181)
FRETIBE ZE Deferred tax assets 15,689 10,454
(44,845) (30,727)
21. 78 21. STOCKS

N-BERF i
t=A=+-8 +=A=t+-AH
Tt i
At 31/12/2005 At 31/12/2004
HK$’000 HK$'000

EM R R Raw materials and
consumables 153,752 79,415
&M Work in progress 4,706 2,793
B Finished goods 18,433 20,216
176,891 102,424
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B E 5 IR TRADE RECEIVABLES
R-ZZTHEF RZEE ﬂ¢
+=A=t+-A +-A=t-
FHET :F/7§7E
At 31/12/2005 At 31/12/2004
HK$'000 HK$'000
BUWEFE ZERHR Trade receivables from customers 599,901 395,986
FEE RN E AR E SRR Trade receivables from fellow
subsidiaries 15,980 1,986
WK B A E DAL E SRR Trade receivables from
minority shareholders of
subsidiaries 4,158 7,525
620,039 405,497

77

RAEE BB EWKE 5 RN AR

The following is the aging analysis of trade

receivables at the

T balance sheet date:
R-ZZERF R=ZZTF
+=A=+—-8 +=A=+—H
T#&x T
At 31/12/2005 At 31/12/2004
HK$’000 HK$'000
0%£90H 0 - 90 days 417,989 283,663
91%£180H 91 - 180 days 111,113 75,109
181%£365H 181 — 365 days 62,267 24,990
3658 Over 365 days 28,670 21,735
620,039 405,497

NERE — AR DA T 5k R

KRBT

@ BIEIMNR: R

(b)  30E0BTEHZEH-

ARHFEM

(a) 30260H 15

EEH: &
b) AHEMELEE S

The Group normally trades with its customers under the following

terms:
Cement and Concrete

(a) Cash upon delivery; and
(b) Open credit from 30 to 90 days.

Precast Products

(a) Open credit from 30 to 60 days; and

(b) Upon completion of the final accounts of the contracts.
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23. BREZERM 23. TRADE PAYABLES
R=-ZZRF RZTZTMNE
+=A=+-R +-A=t-A
FExT FHT
At 31/12/2005 At 31/12/2004
HK$’000 HK$'000
EREERE 5 RN Trade payables to suppliers 343,837 134,803
ANIEE VNG EL Trade payables to fellow

subsidiaries 24,602 24,046

BRI DEIRRE F IR Trade payables to minority
shareholders of subsidiaries - 3,958
368,439 162,807

RER B EMNE B RAANRE DT

2

The following is the aging analysis of trade payables at the

™ balance sheet date:
R=-ZZRF R-ZTZPF
+=A=+—8 +=ZA=+—H
FHxT FHT
At 31/12/2005 At 31/12/2004
HK$°000 HK$'000
0%£90H 0 - 90 days 274,445 131,718
91%£180H 91 - 180 days 62,989 15,449
181%2365H 181 — 365 days 21,004 6,027
365H A E Over 365 days 10,001 9,613
368,439 162,807
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24,

25.

= 24. PROVISIONS
—ge5ns —eps
FExT FAET
2005 2004
HK$°000 HK$'000
R-_ZETRFE—HA—H At 1 January 2005 57,718 =
WEE B A A Acquisition of a subsidiary - 58,400
FRXEA Paid during the year (4,142) (682)
R-_ZTRF+_A=+—H At 31 December 2005 53,576 57,718
—ge5ns —seps
Fax Fir
2005 2004
HK$°000 HK$'000
BB E DT A Analysed for reporting
pUrposes as:
EmEaE Non-current liabilities 49,897 53,951
mERE Current liabilities 3,679 3,767
53,576 57,718
ZIELEBER N ES TR 2 EE The provisions relate to payments to retired or temporarily laid-
ZNRBEBA-BRANRBESERS 2 off employees. Such payment comprises various benefits,
BEZRR BRRED S kit g BRE including old age benefits, subsidies for retirement and social
o medical benefits.
REMBARLDEBRRER 25. LOANS FROM MINORITY

ZP R REER 5 BEETERS-

SHAREHOLDERS

OF SUBSIDIARIES

The amount was unsecured, interest free and had no fixed

repayment terms.
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26. SRITER

Ny

N T HIHARE B R M RITE K

26. BANK LOANS

Bank loans are repayable as follows:

R=ZZRF RZTZTMF
+=A=+-8 +=ZA=+—8~
FHExT FAT
At 31/12/2005 At 31/12/2004
HK$'000 HK$'000
—FR Within one year 1,427,881 502,316
—F A HEMFA After one year but within
two years 245,536 104,697
MEN EB=FR After two years but within
three years 235,926 84,537
=FU HEEFA After three years but within
four years 49,491 -
ER EBRFRA After four years but within
five years 27,028 -
1,985,862 691,550
B EFAMBBEAR Less: Amount due within
—EREERKIA one year included in
the current liabilities (1,427,881) (502,316)
—F1E B FIE Amount due after one year 557,981 189,234
[SE-w il Secured 244,391 282,690
EARAR Unsecured 1,741,471 408,860
1,985,862 691,550

FRIZNOFHFIRE4.6% (
F:3.1%)

RITEFIRATE’ERTHE

The average interest rate paid during the year was 4.6%

(2004: 3.1%).

The bank loans are denominated in the following currencies.

—EERF —ETF

FExT T

2005 2004

HK$000 HK$'000

7SI Hong Kong dollars 726,663 379,546
AR Renminbi 1,259,199 294,941
I United States dollars - 17,063
1,985,862 691,550
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27.

o] RS 55

EEMT SN LR ES B EENORM S
BRAR —R2EHENOHBEAR R
—RERF AT =BT WAIRET
B R B B &)L R EEA2.00
TR R AR AD

WA R EFEAR LI BRESFSN =
E-TF-ATHRRASEEED-

BEITO A BREAERIBEFEE D AE
TEEMD MRS 2D (RS ISR ER
BAREE R RES AR EENATE)
W

27.

CONVERTIBLE BONDS

The unsecured zero coupon convertible bonds were issued on
13 January 2005 by China Resources Cement Finance Limited, a
wholly owned subsidiary, and are convertible into shares of the
Company at the initial conversion price of HK$2.00 per share at
any time after the date of issue.

If the convertible bonds have not been converted, they will be
redeemed on 14 January 2010 at their principal amount.

The net proceeds received from the issue of the convertible bonds
have been split between a liability component and an equity
component, representing the fair value of the embedded option
to convert the liability into equity of the Group, as follows:

FExT

HK$'000

BE1TR] LRESEE Nominal value of convertible bonds issued 800,000

IR w Bl D Equity component (109,913)

REITHNEESD Liability component at date of issue 690,087

MEEMA Interest charged 20,020

HEERRG Conversion of bonds to shares (98)
RZZEZERF+-_A=+—H Liability component

Eop=EiEeitn) at 31 December 2005 710,009

FENSERIUESFZTEREEN
BEBHRERFME3I%AE-

The interest charged for the year was calculated at an effective
interest rate of 3% per annum to the liability component which
was determined when the bonds were issued.
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28. B 28. SHARE CAPITAL
&8
RHEEE FET
Number of Amount
shares HK$'000
FRXE{EO. 1078 T AR 2 - Share of HK$0.10 each:
JEIE Authorised:
R-ZEEMF—H—H/- At the date of
—ERFF+_—_HA=+—H 1 January 2004,
54 31 December 2004
—EERFF+_A=+—H and 31 December 2005  1,000,000,000 100,000
BEITREE Issued and fully paid:
RZZZENFE—-A—BR At 1 January 2004 and
—EENF+_A=+—H 31 December 2004 362,807,461 36,281
BT (L) Issue of new shares (note) 19,000,000 1,900
BEBF LBk N Conversion of Bonds
into shares 56,000 5
RZZEZERF+-_H=1+—H At 31 December 2005 381,863,461 38,186

e

R-BERFE-_A-+=0 KAFAA
A7 A2 7 1T 8119,000,000%
ARE(EO. 1078 TRk  1E AU EE R
SEACRBIER A IR A 78R T 25% AR
RE-FROHESTEEEEERNHES
EES: v

note:

On 23 February 2005, the Company issued 19,000,000 shares
of HK$0.10 each in the Company, credited as fully paid at par,
as consideration for the acquisition of the remaining 25% equity
interest in China Resources Dongguan Cement Manufactory
Holdings Limited. The new shares rank pari passu with the existing

shares in all respects.
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29.

RS

R-EZB=FA-+H RATIHE—
IR R E E AR B E AR T &
([RAxFEETE]) - RARERT B R AR
ZETE=FLA=F+NAB BAAFRKMD
BERBTEBRRAMEEE BERM Wi
R-ZT—=F+ A=+ B3R
RIS EAZEE ([2HE]) RIEES
RAATEEN =S B2 EER S
REARAFRERMDHEBEUFEARA
A KA AR BE Fl

RIERBEA S ARREFGRIRER
BiET2EE SEARERITHIFT
EF AKEEMER HITHIENITE
ERZHNEEERESNEMEZRIET
R ARFHHBAR ARAEER
REZEEBRRBEANTATHAER
KES AKBEER FEALAREM
BHAAARBNERITHRABRETZMHK
R AEENBENT AARES T2
TTHRABRETERRABEA L

EREHRATE R MES EmRA ([ L/
BRADWBRET REEERETSEE
BIEER] MBS RIBRRERTE 52
HENZEMRERE LR IASENIRT E
TR B R) LR - AR SRE B A IR %
ZEEATETHNRNDEE R
36,280,746/ EARARIN =TT =F+
AZ+h A8 (BERARREEIRE) B
BITIRANEI10%-

29.

SHARE OPTION SCHEME

On 20 June 2003, the Company’s then sole shareholder and
directors adopted the Company’s first share option scheme
(“Scheme"). The Scheme was deemed to be adopted on 29 July
2003, the date on which dealings in the shares of the Company
first commenced on the Stock Exchange, and will expire on
29 July 2013. The purpose of the Scheme is to provide the
participants (“Participants”) with the opportunity to acquire
proprietary interests in the Company and to encourage
Participants to work towards enhancing the value of the
Company and its shares for the benefit of the Company and its
shareholders as a whole.

Under the Scheme, the board of directors of the Company may
grant options to Participants including executive or non-executive
directors of the Group; any discretionary object of a discretionary
trust established by any employee, executive or non-executive
director of the Group; any executives and employees of the
Company, its subsidiaries, substantial shareholders of the
Company and associates of any of such substantial shareholders;
consultants, professional and other advisers to the Group; chief
executive; substantial shareholder of the Company; associated
companies of the Group; associates of the directors, chief
executive and substantial shareholder of the Company.

Subject to the requirements of the prevailing the Rules Governing
the Listing of Securities on the Stock Exchange (“Listing Rules”),
the subscription price shall be such price determined by the board
of directors at its absolute discretion. The maximum entitlement
of each Participant under the Scheme is equivalent to the
maximum limit permitted under the prevailing Listing Rules. As
at the date of this report, the total number of shares available
for issue under the Scheme is 36,280,746 shares and represent
10% of the issued share capital of the Company at 29 July 2003,
being the date of adoption of the Scheme.
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29. RIEE 29.

RIFRBAERT ) 5 O R A MR
ARRSHE B HERT P B B AR HERdR
AR VBT REA KB

RO RAER B ZEER H B BER 1
FAERE RIBPAE BB T RIEK

AT B DL B R R IRER & E
BEAT ATTRE

i 2 B FE R A E%HIEEZ’E@?%EAu+
%%éﬁ%/A% AR T2 8E RN
B g R

RERBETENFARE AR —FZ
RE+ - A=+—BHARITENRIIE

SHARE OPTION SCHEME (continued)

The offer of a grant of share options under the Scheme may be
accepted within 14 days from the date of the offer together
with the payment of nominal consideration of HK$1 in total by
the grantee.

Share options granted are vested for a period of 10 years
immediately after the date of grant and a certain percentage of
shares to be subscribed under the options granted will commence
to be exercisable in each calendar year after the date of grant.

Options granted to a Participant are lapsed if the Participant
ceased to be an eligible participant pursuant to the Scheme before
the options are vested.

Details of the share options granted under the Scheme during
the year and outstanding at 31 December 2005 were as follows:

BT
RECREZARETFRIVRAHAE
R=ZENE RZBBLF R-ZZHF
R-ZEME +=R +=R +=h
-A-B WEEE WAEE  =t-B WAEE =t-B  =1-H
SEENRS RitiAH ke HAGE B k% HATE ¥ HAE  AFOR
(B7) (FH) (F&) (FH) (FH) (F&) (FH) (FH)
Number of shares issuable under the options granted
Outstanding Granted Lapsed Outstanding Lapsed Outstanding Exercisable
Name of Exercise at during during at during at at
Participant Date of grant price  01/01/2004  theyear  theyear 31/12/2004  theyear 31/12/2005 31/12/2005
(HKS) (000) ('000) ('000) (000) ('000) ('000) (000)
£ “ZT=F+_RAA 2325 14,300 - - 14,300 - 14,300 5720
Directors 5 December 2003
ZZEMETZATRE 1660 - 4,800 - 4,800 - 4,800 1,200
16 December 2004
EE (ESHN —TT=F1+-REA 2325 12,440 - (860) 11,580 (750 10,830 4332
Employees other 5 December 2003
than Directors  “SZMEF-A+E 1660 - 3,700 - 3,700 (130) 3,570 893
16 December 2004
AftgR% “ET=4£+_ATH 2325 1,740 - - 1,740 (700) 1,040 416
Other Participants 5 December 2003
28,480 8,500 (860) 36,120 (1,580) 34,540 12,561
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29.

R & ) 29. SHARE OPTION SCHEME (continued)
RZZEZ=F+= A A AR HRRE The options granted on 5 December 2003 are exercisable as
TIRIEA T B IB T UATTAE: follows:

f z TEHE

From To Number exercisable

“TTWNF+-RRR —EERFT-ANA  ERERRERZ20%

5 December 2004 4 December 2005 Up to 20% of the share options granted

“ETHF+-R AR
5 December 2005

“ETRF+-RAR
5 December 2006

T +F+-RHA
5 December 2007

—ET)\F+=-R AR
5 December 2008

T RF+-AWA
4 December 2006

“ET+F+-AWA
4 December 2007

—TT)\F+=-AWA
4 December 2008

—T—=#+-AWmA
4 December 2013

ERERRIERZ40% * HZRRELA 2 ITREARGEE
Up to 40% of the share options granted, less the number
of shares in respect of which the option had been previously exercised

ERERRERZ60% * HZRRIELA 2 ITREARGER
Up to 60% of the share options granted, less the number
of shares in respect of which the option had been previously exercised

ERERRERZ80% ' HARRIELA RITRERGE R
Up to 80% of the share options granted, less the number
of shares in respect of which the option had been previously exercised

HeRim RITRE A RRAE

The remaining share options which have not been exercised
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AR ETE

R-ZZTME+— A HNBAREARK
RETIMRIBA T BIR T AT

29.

2z =z
From To

29.

SHARE OPTION SCHEME (continued)

The options granted on 16 December 2004 are exercisable as
follows:

THEHE
Number exercisable

“EERE+ZRA+E ZETRF+AT+EHA
16 December 2005 15 December 2006

—ETRF+ZR+NH
16 December 2006

T +F+-RA+AH
15 December 2007

—TE+F+-A+"H
16 December 2007

T \F+=-A+AH
15 December 2008

—TENF+=_A+"H
16 December 2008

—E-WE+=ZA+AH
15 December 2014

R-ZFZNERH 2 RIEZ D2 EE
TR EHEERAMET MEZRRTY
B AT % SRR A BRI &
EEERN -HEATREBIEN T

& H B HR(E
1TE(E
TEENER KB
TEEFH
ERERE R
BHEEE

BB LB YRR AR AR
R BB MR AR
BEHE R T ERIE TERARTA
RESHE HEREHIERERINT
.

ERLREERZ25%
Up to 25% of the share options granted

ERERRIERZ50% * HZRRELA 2ITRERGEE
Up to 50% of the share options granted, less the number
of shares in respect of which the option had been previously exercised

ERERRERZT5% * HZRRIELA R ATRERGE R
Up to 75% of the share options granted, less the number
of shares in respect of which the option had been previously exercised

HeRm RITRE A ZMAE

The remaining share options which have not been exercised

The fair values of options granted in 2004 were calculated using
The Black-Scholes pricing model which is considered by the
Directors to be the best pricing model currently available for
estimating the fair values of these options. The inputs into the
model were as follows:

Share price at date of grant HK$1.66
Exercise price HK$1.66
Expected volatility 49%
Expected life in years 4
Risk free rate 3.0%
Expected dividend yield 2.35%

Expected volatility was determined by calculating the historical
volatility of the Company’s share price over the previous one
year. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of
non-transferability, exercise restrictions and behavioural
considerations.
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30.

31.

e 30.

NEEZREB A SEEGHEARE
519,000 (ZZZ U4 14,0008
JL) °

E/\f??ﬂi‘f‘ A=+—H KRQFH

DIRFER 971,053,000/ T (ZEE
@¢-919,71o,ooo,%75>
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RESERVES

The retained profits of the Group include deficit of HK$19,000
(2004: HK$14,000) attributable to the associate.

At 31 December 2005, the Company’s distributable reserves
amounted to HK$971,053,000 (2004: HK$919,710,000).

ACQUISITION OF SUBSIDIARIES

On 13 January 2005, the Group acquired 73.5% equity interest
of CR Pingnan Cement through the acquisition of the entire share
capital of Tricot Limited and the related shareholder’s loan from
CR Holdings at the aggregate consideration of HK$151.7 million,
which was based on the original investment costs of CR Holdings
plus interest at 0.5% above Hong Kong Interbank Offered Rate
accruing from the period commencing on the respective dates
of payments of such investment (whether in the form of capital
contribution or shareholders’ loans) up to the date of such
transfer.

The book value and fair value of net assets of subsidiaries acquired

BERATFEERMEENFENAT: and the goodwill arising during the year are as follows:
BE+-A=t—HiIEE
—ETRF —ETF
FHET FAT
Year ended 31 December
2005 2004
HK$°000 HK$'000
Ehak=y-3 Fixed assets 514,211 51,402
PRAERE Mining rights 25,731 =
TENHEERIE Prepaid lease payments 34,831 =
R IEEE Deferred tax assets 7,295 545
3 Stocks 35,639 1,620
FEWE 5 BR K Trade receivables 7,054 15
E b g skIE Other receivables 25,357 4,805
EWARR T —RHEAT] Advance to a subsidiary of
Rezas the Company - 12,194
iﬁﬁ&ﬁﬁﬁm Cash and bank balances 33,924 12,489
T E ZERFR Trade payables (49,021) (2,492)
EAtb T FRIA Other payables (67,466) (23,527)
s Provisions - (58,400)
IRITER Bank loans (382,746)
184,809 (1,349)
DR Minority interests (48,974) 51,714
WEErmE Goodwill on acquisition 19,442 10,125
W g T Discount on acquisition - (12,859)
BRE Total consideration 155,277 47,631
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31.

W BE FfT B A Bl ()

ACQUISITION OF SUBSIDIARIES (continued)

BE+-A=+T—HLFE

—EERF ZETPF
FET FHET
Year ended 31 December
2005 2004
HK$'000 HK$'000
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Wi Tricot Limited FTEE AE MRS B T & TE
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RZBEZERF—A+=80 (KEB)
E_ZFTTERF+-_A=+—HHH:
Tricot Limited BANE B AR E 2R
#9344,000,000 % 7T & B %t AT & 7
#961,400,000/8 7T

W IBEER T AF— A —HZEK"
REBFENBEEXEBRENES B
/#1,705,500,0007 7T }2.13,400,0007%
Lo ERMEHEFARS W AKRRMW
WEEEER-_ZEZAF— A —HEK"
RE B EREUS M A R E 24 Tn
I FEE R RSB RITE A o

REBE_TTNF+_A=+—HLF
BB EHBARSAKREZFE
RERENELEREVESEANAR-

Discharged by:
Cash paid to vendor 151,693 33,629
Direct expenses paid
in connection with

acquisition of subsidiaries 3,584 -

Deferred consideration
included in other payables - 14,002
155,277 47,631

Net outflow of cash and
cash equivalents:

Total cash paid (155,277) (33,629)

Cash and bank balances
acquired 33,924 12,489
(121,353) (21,140)

The goodwill arising from the acquisition of Tricot Limited is
attributable to the anticipated profitability of the distribution of
the Group’s products and the anticipated future operating
synergies from the combination.

Tricot Limited contributed turnover of approximately
HK$344.0 million and profit before taxation of approximately
HK$61.4 million to the Group during the period from 13 January
2005 (date of acquisition) to 31 December 2005.

If the acquisition had been completed on 1 January 2005, total
turnover and profit for the year of the Group would be
HK$1,705.5 million and HK$13.4 million respectively. The
proforma information is for illustrative purposes only and is not
necessarily an indicative revenue and result of operations of the
Group that actually would have been achieved had the acquisition
been completed on 1 January 2005, nor is it intended to be a
projection of future results.

The subsidiaries acquired during the year ended 31 December
2004 did not contribute significantly to the Group’s cash flows
or operating results for that year.
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32.

33.

34.

ERFRERSH 32. MAJOR NON-CASH TRANSACTION
RIZEZRF A AEERERNDE In February 2005, the Group acquired the remaining 25% equity
IR R R AR R A A interest in China Resources Dongguan Cement Manufactory
#4825 % f%HE - H£.{&38,000,000/8 7T 15 1B Holdings Limited from the then minority shareholders. The
17 ALE619,000,000 A2 A EE consideration of HK$38,000,000 was satisfied by the issue and
0.108 TR ABRFIVEB R IR D o AR R allotment of 19,000,000 shares of HK$0.10 each in the
AR H A FHE(E /38,000,000 7T ) Company, credited as fully paid at par. The fair value of the
K2EWIEHEANAREREE-. shares of the Company, determined by reference to the published
price available at the date of the acquisition, amounted to
HK$38,000,000.
REHEARE 33. OPERATING LEASE COMMITMENTS
REE B AREERBE A HEERAEE At the balance sheet date, the Group had outstanding
AVTE T4 RAEF R EEER N5 B commitments in respect of land and buildings under non-
K cancellable operating leases which fall due as follows:
R-BZRF RZTEMNE
+=A=+—H +=ZA=+—H
FExT FAT
At 31/12/2005 At 31/12/2004
HK$’000 HK$'000
—F A Within one year 9,302 5,850
FEFRE In the second to fifth year
(BREERWF) inclusive 14,850 10,119
HFEU E Over five years 16,547 6,457
40,699 22,426
LERNNFIERE THEWE NS Operating lease payments represent rentals payable for certain
W E ML FEIEE R Fo of its rented premises. Leases are negotiated for an average term
of seven years.
HARBE 34. CONTINGENT LIABILITIES
W-BBEE R oTTNE
+=A=+-B +-A=+-A
FEx FEr
At 31/12/2005 At 31/12/2004
HK$'000 HK$'000
MAEE Guarantees given to
DEEER financial institutions to
THEERR facilitate hire purchase
BB (R loans granted to the Group's
ZPER sub-contractors 40 288

—ZEZRFFHR Annual Report 2005 1 1 9
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35. BEAREE 35. CAPITAL COMMITMENTS
MEEREREEEEEMNEE R FR Capital commitments for purchase and construction of fixed
TEREVE ANAEGEINT assets outstanding at the balance sheet date are as follows:

H-TEE  NoTINE
+=A=t-8 +=A=t-~

FHExT FHET
At 31/12/2005 At 31/12/2004
HK$°000 HK$'000
BEETAE R Contracted for but not
provided for 585,135 497,223
BIREERTLN Authorised but not
contracted for 188,154 339,387
773,289 836,610
36. IKHEE 36. PLEDGE OF ASSETS
NR-EERE+—_A=+—H A& At 31 December 2005, the Group has pledged certain land and
B2 SRR S ES B A21,728,000/45 7T buildings, silo, plant and machinery, barge and pier and other
78,608,000/87C-191,121,000/& 7T fixed assets with net book values of HK$21,728,000,
51,853,000/&7C%7,887,000/% T HK$78,608,000, HK$191,121,000, HK$51,853,000 and
—EEMNE:76,764,000 8T HK$7,887,000 (2004: HK$76,764,000, HK$101,898,000,
101,898,000/ 75 -275,073,000/ 7T~ HK$275,073,000, HK$53,194,000 and HK$25,360,000)
53,194,000/ 7T }2.25,360,00058 7T) H& respectively to banks to secure bank facilities granted to the
Tt RAEF A R KAEs B Group.

Ko B 9B A K B Ath B 7€ B EE [R)ERTT VR -
NS REBERRITEE-

1 2 O @K EEMR B PR 2 8 China Resources Cement Holdings Limited
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AEFR AEBREREALETIAT

%5

37. RELATED PARTY TRANSACTIONS

During the year, the Group entered into transactions with related
parties as follows:

BEt-A=1+—HILEFE

—EERF —ZTPOF

fiaF FixT FHT

Year ended 31 December

2005 2004

Notes HK$'000 HK$'000

ARZNBEABHEER Sales of goods to fellow subsidiaries (@) 20,237 19,182

AR ZHBABREER Purchase of goods from fellow subsidiaries (b) 78,987 55,262

RRRKBARS NS Rent paid to fellow subsidiaries (@) 2,357 1,145

BIEESNEYNGE = BN Testing services provided to fellow subsidiaries (3 76 100
it notes:

@) ZERGNERTIRSHLE MBS (a) The prices of these transactions were determined between the parties

with reference to market prices.
(b) ZERGNFRBETRASHLEMERE (b) The purchase prices of these transactions were determined between the

e

parties with reference to market prices.

—ZEZRFFHR Annual Report 2005 1 2 1
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KRR _EERAF+-_A=+—HHN

TEMBARFENT:

o) PR

Name of subsidiary

38. SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December
2005 are as follows:

BT
EEREE

Nominal value
of issued
ordinary shares

AR RIFELS
ERTROEEL S

HiE

i

Proportion of
nominal value of
issued shares
held by the Company

EEXEHK

Principal activities

Directly Indirectly
REBZMALE AR
Companies incorporated in Hong Kong
Bigwood Limited 2087 - 100%  MHERE
HK$20 Property investment
ERRENEMIERER LA 150,000,000/ 7T - 100%  WEZERKIKRERA
China Resources Dongguan Cement HK$150,000,000 EmE
Manufactory Holdings Limited Investment holding
and trading of
cement and
related products
HHRERAE 2B - 100%  #HEWHE
First Route Limited HK$2 Property holding
BISHEBR AR 237 = 100% =AW
General Perfect Limited HK$2 Property holding
BERERBERAA 10,0007 7T - 100% FaEWE
Profit Success Development Limited HK$10,000 Property holding
m'E B IR B R AR 200,000/ 7T - 100%  JERERIH R EE R AR TS
Quality Control Consultants Limited HK$200,000 Concrete testing and
consultancy services
FERRER DA 28T - 100% MEKES
Redland Ash Limited HK$2 Trading of fly ash
hAERRLARAT 10787 - 100% RETBIERIEE
Redland Concrete Limited HK$10 Manufacture and sale
of concrete
mAEERL (PE) BRAF 2B - 100% A EM
Redland Concrete (China) Limited HK$2 Holding of barge

1 2 2 @K EEMR B PR 2 8 China Resources Cement Holdings Limited
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38.

i NGIRE))

ME AR EE

Name of subsidiary

38. SUBS'D'AR|ES(continued)

5 ¢5)
ERREE

Nominal value
of issued
ordinary shares

A EAG
ERITROEELS
HiE i
Proportion of
nominal value of
issued shares
held by the Company

EEXEHK

Principal activities

Directly Indirectly
REBEMAILE A F
Companies incorporated in Hong Kong
BN RN BR QR 2B - 100% ®BRDRESH
Redland Concrete Connections Limited HK$2 Trading of dry mortars
REMEHERR AT 287 - 100% HEEMHES
Redland Construction Materials Limited HK$2 Trading of construction
materials

REDRERDF] 2B - 100% PREH
Redland Mortars Limited HK$2 Trading of mortars
R TRELR R L Em AR AR 70,000,000/ 7T - 100%  FERMFERBGERHEE
Redland Precast Concrete HK$70,000,000 Manufacture and sale

Products Limited of precast products
REAREAER AR 287C - 100%  #HEiEM
Redland Quarries Limited HK$2 Holding of tug boat
REEFERAA 2B - 100% EHREH
Redland Shotcrete Limited HK$2 Trading of shotcrete
EEYRARAT] 237 = 100%  HEEM
Sinoking Logistics Limited HK$2 Holding of barge
EEMITARAR 2B - 100%  #HEBM
Sinoking Shipping Limited HK$2 Holding of barge
ABFNIRERRAE 287C - 100%  #HEWE
Standard Wealth Investment Limited HK$2 Property holding

—ZEZRFFHR Annual Report 2005 1 23
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38. B E &) 38.

WEAREE EEARTA

EMEAHEE

Nominal value of

SUBSIDIARIES (continued)

FRFER
AR A E E LA

BE

B3

Proportion of
nominal value of
registered capital

FREHR

Name of subsidiary Form of legal entity registered capital held by the Company Principal activities
Directly Indirectly
RAPBEIRE KL AT
Companies established in the Chinese Mainland
EENE(E8) BRAR NEBELE 55,104,000% 7T - 100%  KERERKEE
China Resources Cement Wholly Foreign US$55,104,000 Manufacture and sale
(Guigang) Limited Owned Enterprise of cement
EBKE (T) BRAR PHEELE AR #636,920,0007C - 100%  KERERHE
China Resources Cement Sino-foreign RMB636,920,000 Manufacture and sale
(Pingnan) Limited Equity Joint Venture of cement
ERKEREBRAR NEBELE 13,506,043% 7T 100% - REERRARHE
China Resources Cement Wholly Foreign US$13,506,043 Investment holding and
Investments Limited Owned Enterprise sale of cement
ERERL (LB BRAR  HEEBERLE 5,000,000/7C - 100%  RRIBERHE
China Resources Concrete Wholly Foreign HK$5,000,000 Manufacture and sale
(Beihai) Limited Owned Enterprise of concrete
ERRRL (BE)ARAR  HERE 20,000,000/7T - 100%  RETEUERHE
China Resources Concrete Foreign Enterprise HK$20,000,000 Manufacture and sale
(Nanning) Limited of concrete
HEERAMERRLIERAR HMERE 6,000,000/ 7T - 100%  RETREREE
China Resources Concrete Foreign Enterprise HK$6,000,000 Manufacture and sale
(Nanning Xixiangtang) Limited of concrete
RREHERIERAR NELE 20,000,000/ 7T - 100%  RERLBERHE
China Resources Dongguan Foreign Enterprise HK$20,000,000 Manufacture and sale
Concrete Co., Ltd. of concrete
REZERKERARAR NEBELE 149,000,000/ 7T - 100%  KESEREE
Dongguan Huarun Wholly Foreign HK$149,000,000 Manufacture and sale
Cement Manufactory Owned Enterprise of cement
Co., Ltd.
RETRBRRERLER MELE 12,800,0007%7C - 100%  BRAERZENHE
BRAR Foreign Enterprise HK$12,800,000 Manufacture and sale

Dongguan Redland Precast
Concrete Products Limited

1 24 @K EEMR B PR 2 8 China Resources Cement Holdings Limited
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38.

i NGIRE))

WEAREE

38. SUBS'D'AR|ES(continued)

EEARTA

EMEAHE

Nominal value of

KAREL
MR AEEL A
Ef# B3
Proportion of
nominal value of
registered capital

FREHR

Name of subsidiary Form of legal entity registered capital held by the Company Principal activities
Directly Indirectly
R BRI KA R
Companies established in the Chinese Mainland
BLERRLERTIERAR  MERE 2,427,949% T - 100%  RERTEERIEE
Foshan China Resources Foreign Enterprise US$2,427,949 Manufacture and sale
Shunan Concrete Limited of concrete
BREFUKTKEERAR  HIHEEL%E AR #200,000,0007C - 100%  KERERHE
Guangxi China Resources Sino-foreign RMB200,000,000 Manufacture and sale
Hongshuihe Cement Equity Joint Venture of cement
Co., Ltd.
BREBUKIERRR PHEELE AR #2,000,0007C - 100%  FHENE
BRAT Sino-foreign RMB2,000,000 Property holding
Guangxi China Resources Equity Joint Venture
Hongshuihe Pier Store
Limited
BRAUKATKERNERAR  RHBRARF AR #324,500,0007C - 67.86%  RAEK
Guangxi Hongshuihe Cement  Limited Stock RMB324,500,000 Investment holding
Joint Stock Company Limited Company
AIEBRRLERAR PIHRELE AK#25,000,0007C - 100%  RELRERHE
(RIfBRY I BERE Sino-foreign RMB25,000,000 Manufacture and sale
RETARAR) Equity Joint Venture of concrete
China Resources Concrete
(Shenzhen) Co., Ltd. (formerly
Shenzhen China Resources
Tiejian Concrete Co., Ltd.)
REBERORRLERAR  HELE AE#20,000,0007C - 100%  BEXH
Shenzhen China Resources Foreign Enterprise RMB20,000,000 Inactive
Shengcheng Concrete Limited
AEFXRERLERAR  HELE AE#20,000,0007C - 100%  RELRERHEE
Shenzhen China Resources Foreign Enterprise RMB20,000,000 Manufacture and sale
Wenwei Concrete Limited of concrete
BIEBKAKRBERAR  HFINELE 22,000,00077T - 70% KORSEE N HE
Zhanjiang China Resources Sino-foreign HK$22,000,000 Manufacture and sale
Hongshuihe Cement Co., Ltd.  Equity Joint Venture of cement

—ZEZRFFHR Annual Report 2005 1 2 5
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38. M:J'%/l}ﬁ.l (%) 38. SUBSIDIARIES (continued)
B#fT NG
KB AR EH AR S it B EEREE BRTROBEELS TEEH
=k %
Proportion of
Nominal value nominal value of
Place of of issued issued shares
Name of subsidiary incorporation ordinary shares held by the Company Principal activities
Directly Indirectly

REMAEEREMA LN AR
Companies incorporated

in other jurisdictions
ERKRERAA RERARES 2%TT 100% - REFER
China Resources Cement British Virgin Islands uss2 Investment holding

Limited
ERORHBAERRA REAARES 17T 100% - EEBHBES
China Resources Cement British Virgin Islands Us$1 Financing business

Finance Limited in Hong Kong
ERRRLIERAA RRERRES 1,000 7T 100% - REER
China Resources Concrete British Virgin Islands US$1,000 Investment holding

Limited
PR EEUR B L A M (RF9) AP JRPI#25,0007T - 100% Bt EmESE

BRR7 Macau MOP$25,000 RSHE
Redland Precast Concrete Manufacture and sale

Products (Macau) Limited of precast products
EZRRREMEMBARFIENEE The Directors are of the opinion that a complete list of the
FHARTUR - EIL A EF| R ESHE AR E particulars of all the subsidiaries will be of excessive length and
EREENEEEEATENMB AR therefore the above lists contain only the subsidiaries which

materially affect the results or assets of the Group.

BRIESHIER RIS ARIMEZEEM Unless otherwise stated, the principal place of operation of each
B35 B H S AR 2/ S b B AR [R] company is the same as its place of incorporation/establishment.
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BE QT 39. ASSOCIATE
AEBR - ZEERAF+-_A=+—HHN Details of the Group’s associate at 31 December 2005 are as
kNG = follows:
rEERE
28T BRITRAE
BE AR EH 1 AR 5L it 26 ZEREE EE LA FEEK
Proportion of
nominal value
Nominal value of issued share
Place of of issued capital held
Name of associate incorporation ordinary shares by the Group Principal activity
NELBARAR B 100,000/ 50%  EEER
Man Wah Quarry Limited Hong Kong HK$100,000 Inactive
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