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Notes to the Financial Statements

HE-_ZTRAF+_A=-+—BLEE
For the year ended 31st December, 2005

GENERAL

The Company is incorporated in Bermuda as an
exempted company with limited liability. Its shares are
listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) and The Singapore Exchange
Securities Trading Limited. Its ultimate holding company
is Tian An China Investments Company Limited (“Tian
An"), a public company incorporated in Hong Kong
and which shares are listed on the Stock Exchange. The
address of the registered office and principal place of
business of the Company are disclosed in the corporate
information to the annual report.

The Company is an investment holding company. The
principal activities of the Company and its subsidiaries
(the “"Group”) are set out in note 35.

The consolidated financial statements are presented in
Hong Kong dollars, which is also the functional currency
of the Company.

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has applied, for the first
time, a number of new and revised Hong Kong Financial
Reporting Standards (“HKFRS(s)”), Hong Kong
Accounting Standards (“HKAS(s)”) and Interpretations
(“INTs”) (hereinafter collectively referred to as “new
HKFRSs") issued by the HKICPA that are effective for
accounting periods beginning on or after 1st January,
2005. The application of the new HKFRSs has resulted
in a change in the presentation of the consolidated
income statement, consolidated balance sheet and the
consolidated statement of changes in equity. In
particular, the presentation of minority interests has
been changed. 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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Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE

For the year ended 31st December, 2005
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(Continued)

Business combinations

HKFRS 3 “Business Combinations” is effective for
business combinations for which the agreement date is
on or after 1st January, 2005. The principal effects of
the application of HKFRS 3 to the Group are summarised
as below:

Goodwill

In previous years, goodwill arising on acquisitions was
capitalised and amortised over its estimated useful life.
The Group has applied the relevant transitional
provisions in HKFRS 3. With respect to goodwill
previously capitalised on the balance sheet, the Group
on 1st January, 2005 eliminated the carrying amount
of the related accumulated amortisation of
HK$18,510,000 with a corresponding decrease in the
cost of goodwill (see Note 14). The Group has
discontinued amortising such goodwill from 1st January,
2005 onwards and such goodwill will be tested for
impairment at least annually. Goodwill arising on
acquisitions after 1st January, 2005 is measured at cost
less accumulated impairment losses (if any) after initial
recognition. As a result of this change in accounting
policy, no amortisation of goodwill has been charged
in the current year. Comparative figures for 2004 have
not been restated.

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 the historical rate at each balance sheet
date. In accordance with the relevant transitional
provisions in HKAS 21, goodwill arising on acquisition
prior to 1st January, 2005 is treated as a non-monetary
foreign currency item. Therefore, no prior period
adjustment has been made.
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Notes to the Financial Statements (Continued)
BE-_ZZRnE+_-_A=+—BILEE

For the year ended 31st December, 2005

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(Continued)

Financial instruments

In the current year, the Group has applied HKAS 32
“Financial Instruments: Disclosure and Presentation” and
HKAS 39 “Financial Instruments: Recognition and
Measurement”. HKAS 32 requires retrospective
application. HKAS 39 which are effective for annual
periods beginning on or after 1st January, 2005,
generally does not permit the recognition, derecognition
or measurement of financial assets and liabilities on a
retrospective basis. The application of HKAS 32 has had
no material impact on how financial instruments of the
Group are presented for current or prior accounting
periods. The principal effects resulting from the
implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets
and financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to classification and
measurement of financial assets and financial liabilities
that are within the scope of HKAS 39.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005
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APPLICATION OF HONG KONG

SHBENEE FINANCIAL REPORTING STANDARDS/
(& CHANGES IN ACCOUNTING POLICIES
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(Continued)
Financial instruments (Continued)
Derecognition

HKAS 39 provides more rigorous criteria for the
derecognition of financial assets than the criteria applied
in previous periods. Under HKAS 39, a financial asset is
derecognised, when and only when, either the
contractual rights to the asset’s cash flows expire, or
the asset is transferred and the transfer qualifies for
derecognition in accordance with HKAS 39. The decision
as to whether a transfer qualifies for derecognition is
made by applying a combination of risks and rewards
and control tests. The Group has applied the relevant
transitional provisions and applied the revised accounting
policy prospectively for transfers of financial assets from
1st January, 2005 onwards. As a result, the Group's bill
receivables discounted with full recourse which were
derecognised prior to 1st January, 2005 have not been
restated. As at 31st December, 2005, the Group’s bills
receivables discounted with full recourse and factored
trade receivables with full recourse have not been
derecognised. Instead, the related borrowings of
HK$17,541,000 and HK$19,231,000 respectively, had
been recognised on the balance sheet date. This change
has had no material effect on the results for the current
year.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets and financial liabilities other than
debt and equity securities

From 1st January, 2005 onwards, the Group has
classified and measured its financial assets and financial
liabilities other than debt and equity securities (which
were previously outside the scope of Statement of
Standard Accounting Practices 24 “Accounting for
investments in securities”) in accordance with the
requirements of HKAS 39. Financial assets under HKAS
39 are classified as “financial assets at fair value through
profit or loss”, “available-for-sales financial assets”,
“loans and receivables” or “held-to-maturity financial
assets”. Financial liabilities are generally 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 after
initial recognition. Upon applying HKAS 39, the Group
calculated the implied interest of interest-free amounts
due to fellow subsidiaries and a minority shareholder.
As a result, the carrying amounts of the amounts due
to fellow subsidiaries and a minority shareholder have
been decreased by HK$3,301,000. Related deferred tax
liabilities of HK$891,000 have been in aggregate
recognised on 1st January, 2005. Corresponding
adjustment has been made to the Group’s accumulated
profits and minority interests (see note 2A for financial
impact).
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Notes to the Financial Statements (Continued)
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APPLICATION OF HONG KONG

SHBENEE FINANCIAL REPORTING STANDARDS/

(#&) CHANGES IN ACCOUNTING POLICIES
(Continued)

¥TEARtTHNEERS Owner-occupied leasehold interest in land
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In previous years, owner-occupied leasehold land and
buildings were included in property, plant and
equipment 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 generally treated as a finance lease. To the extent
that the allocation of the lease payments between the
land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments on the land use rights under operating
leases, which are carried at cost and amortised over the
lease term on a straight-line basis. This change in
accounting policy has been applied retrospectively (see
note 2A for the financial impact). Alternatively, where
the allocation between the land and buildings elements
cannot be made reliably, the leasehold interests in land
continue to be accounted for as property, plant and
equipment. This change has had no material effect on
the results for the current year.

Interests in jointly controlled entities

In previous years, interests in jointly controlled entities
were accounted for using the equity method. In current
year, the Group has applied HKAS 31 “Interests in Jointly
Controlled Entities” which allows entities to use either
proportionate consolidation or the equity method to
account for its interests in jointly controlled entities.
Upon the application of HKAS 31, the Group has elected
to continue applying the equity method to account for
its interests in jointly controlled entities. As a result,
there has been no change in accounting method in
respect of the Group’s interests in jointly controlled
entities.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(Continued)

Share-based payments

In the current year, the Group has applied HKFRS 2
“Share-based payment” which requires an expense to
be recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
("equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares
or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of directors’ and
employees’ share options of the Company determined
at the date of grant of the share options over the vesting
period. Prior to the application of HKFRS 2, the Group
did not recognise the financial effect of these share
options until they were exercised. In relation to share
options granted before 1st January, 2005, the Group
has not applied HKFRS 2 to share options granted on
or before 7th November, 2002 and share options that
were granted after 7th November, 2002 and had vested
before 1st January, 2005 in accordance with the relevant
transitional provisions. This change has had no material
effect on the results to the current year.

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The effects of the changes in the accounting policies described
above on the results for the current and prior year are as follows:
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ACCOUNTING POLICIES

(Continued)

2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN

The cumulative effects of the application of the new HKFRSs as at 31st

December, 2004 and 1st January, 2005 are summarised below:

R=BEME
TZA R-ZEME
=t-8 tZh WR-Z2%f
(RE250) E=F -B-H
As at 31st ENEE (Z30) EES (E51)
December, Ei#&atEH As at 31st BEEH As at 1st
2004 E1HRRETH December,  HEBI#39% January,
(originally Reclassification 2004  Adjustments 2005
stated) HKAS 1&17 (restated) HKAS 39 (restated)
BETT BETT BET T BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK'000
EESERER Balance Sheet items
nE - BERSHE Property, plant and equipment 444,656 (14,456) 430,200 - 430,200
TiERE RN Prepaid lease payments on
HEHA land use rights = 14,456 14,456 = 14,456
ERRAZNERR Amounts due to fellow
LB subsidiaries (1,087) - (1,087) 962 (125)
ER-J 8RR Amount due to a minority
LB shareholder (2,641) - (2,641) 2,339 (302)
BEHE Deferred taxation (22,349) - (22,349) (891) (23,240)
HEERBERAZTZEER Total effects on assets and liabilities - 2,410
EGRvil Accumulated profits 80,775 - 80,775 1,205 81,980
LURR R Minority interests - 159,703 159,703 1,205 160,908
HEGER VB0 Total effects on equity 159,703 2,410
LUR RS Minority interests 159,703 (159,703) - - -




2B.

B REB R ENE 2B.

AEBEYEREFEA TS EMER
EMHER L RE - [RBEGSFE
A58 39%% I & 8 I A5 M 5 E A F 457
(BRI X)) EEFFEEFE  AARE
=EY ERRALFEAXRES TS
HBAKEWBRRENTERENE
AEE

BAELHERNE 15 (BETA)

HKAS 1 (Amendment)
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HKAS 19 (Amendment)
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HKAS 21 (Amendment)

BB G ERFE39% (BFTA)

HKAS 39 (Amendment)

BB G ERFE39% (BETA)

HKAS 39 (Amendment)

BB G ENFEIEREBTBERSE
LRI 4% (BFIA)

HKAS 39 and HKFRS 4 (Amendment)

BB TR E LR F 65

HKFRS 6
BAMBREEANETH
HKFRS 7
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HK(IFRIC)-Int 4
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For the year ended 31st December, 2005

POTENTIAL IMPACT ARISING ON THE
NEW OR REVISED ACCOUNTING
STANDARDS NOT YET EFFECTIVE

The Group has not early applied the following new
standards and interpretations that have been issued but
are not yet effective. The directors of the Company
anticipate that the application of these new HKFRSs
will have no material impact on the financial statements
of the Group except for HKAS 39 and HKFRS 4
(Amendment) Financial guarantee contracts for which
the directors are still in the process of assessing the
impact.

BARE

Capital disclosures'

BEER  SEHERRE

Actuarial gains and losses, group plans and disclosures?

RN R REFER?

Net investment in a foreign operation?
BASEANRGzReREH TG RER

Cash flow hedge accounting of forecast intragroup transactions?
Bz AT EE?

The fair value option?

HBEREL?

Financial guarantee contracts?

BYEIRZ B R AT 2

Exploration for and evaluation of mineral resources?

SRIA: BE

Financial instruments: disclosures’

EERHRLBRENE?

Determining whether an arrangement contains a lease?

BREE BRRRBEEESMESEm 2 ER?

Rights to interests arising from decommissioning, restoration and
environmental rehabilitation funds?

LEREMHSMELACBE-BR EHRETFHE

Liabilities arising from participating in a specific market — waste
electrical and electronic equipment?

REEBSHENFE2NBERERRLES 2 HBERERA

Bt%e

Applying the restatement approach under HKAS 29 financial
reporting in hyperinflationary economies*

' Effective for annual periods beginning on or after 1st January, 2007
2 Effective for annual periods beginning on or after 1st January, 2006
3 Effective for annual periods beginning on or after 1st December, 2005

4 Effective for annual periods beginning on or after 1st March, 2006
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For the year ended 31st December, 2005
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared under the historical cost basis.

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by the
HKICPA. 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 and by the
Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to the balance sheet date.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income
statement from the effective date of acquisition or up
to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets consist
of the amount of those interests at the date of the
original business combinations and the minority’s share
of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the
minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent
that the minority has a binding obligation and is able
to make an additional investment to cover the losses.
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Notes to the Financial Statements (Continued)
BE-_ZZRnE+_-_A=+—BILEE

For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill arising on acquisitions prior to 1st
January, 2005

Goodwill arising on an acquisition of a subsidiary, for
which the agreement date is before 1st January, 2005
represents the excess of the cost of the business
combination over the Group's interest in the fair value
of the identifiable assets and liabilities of the relevant
subsidiary, at the date of acquisition.

For previously capitalised goodwill arising on acquisitions
after 1st January, 2001, the Group has discontinued
amortisation from 1st January, 2005 onwards, and such
goodwill is tested for impairment annually, and
whenever there is an indication that the cash generating
unit to which the goodwill relates may be impaired (see
the accounting policy below).

Impairment testing on capitalised goodwill

For the purpose of impairment testing, goodwill is
allocated to each of the Group's cash-generating units
expected to benefit from the synergies of the
combination. Cash-generating units to which goodwill
has been allocated are tested for impairment annually,
or more frequently when there is an indication that the
unit may be impaired. If the recoverable amount of the
cash-generating unit is less than the carrying amount
of the unit, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit pro-
rata on the basis of the carrying amount of each asset
in the unit. An impairment loss recognised for goodwill
is not reversed in a subsequent period.

On disposal of a subsidiary, the attributable amount of
goodwill is included in the determination of the profit
or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interest in jointly controlled entities

Joint venture arrangements which involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the
entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under equity method, investments in jointly controlled
entities are carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes in the
Group's share of the profit or loss and of changes in
equity of the jointly controlled entities, less any identified
impairment loss. When the Group’s share of losses of a
jointly controlled entity equals or exceeds its interest in
that jointly controlled entity (which includes any long-
term interests that, in substance, form part of the
Group’s net investment in the jointly controlled entity),
the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and
a liability is recognised only to the extent that the Group
has incurred legal or constructive obligations or made
payments on behalf of that jointly controlled entity.

Interests in associates

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements
using the equity method of accounting. Under equity
method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the profit
or loss and of changes in equity of the associate, less
any identified impairment loss. When the Group's share
of losses of an associate equals or exceeds its interest
in that associate (which includes any long-term interests
that, in substance, form part of the Group’s net
investment in the associate), the Group discontinues
recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf
of that associate.
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Notes to the Financial Statements (Continued)
BE-_ZZRnE+_-_A=+—BILEE

For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Sales of goods are recognised when goods are delivered
and title has passed.

Interest income from a financial asset is accrued on a
time basis by reference to the principal outstanding
and at the interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount.

Prepaid lease payment

The prepaid lease payments represent upfront payment
for land use right are initially recognised at cost and
released to the income statement over the lease term
on a straight-line basis.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses. Constructions in progress are stated at cost less
accumulated impairment losses. Depreciation of these
assets, on the same basis as other property, plant and
equipment, commences when the assets are ready for
their intended use.

Depreciation is provided to write off the cost of property,
plant and equipment, other than constructions in
progress, over their estimated useful lives and after
taking into account their estimated residual values, using
the straight line method, at the following rates per
annum:

Buildings 2.7% — 10%
4.5% - 10%

or, if shorter, over the
relevant lease term
9% — 15%

15% - 20%

18% — 25%

Leasehold improvements

Plant and machinery
Furniture, fixtures and equipment
Motor vehicles
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Assets held under finance leases are depreciated over
their estimated useful lives on the same basis as owned
assets or, where shorter, the term of the relevant lease.

An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use
of the asset. Any gain or loss arising on derecognised
of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the
item) is included in the income statement in the year in
which the item is derecognised.

Mining right

On initial recognition, mining right acquired separately
is recognised at cost. After initial recognition, mining
right is carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation
for mining right is provided on a straight-line basis over
its estimated useful life of 50 years.

Gains or losses arising from derecognition of mining
right are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the income statement when the
asset is derecognised.

Impairment of tangible and intangible assets
excluding goodwill and intangible assets
with indefinite useful life

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset.

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-
generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss.

Leasing
The Group as lessee

Assets held under finance leases are recognised as assets
of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the balance sheet as a finance lease
obligation. Lease payments are apportioned between
finance charges and reduction of the lease obligation
so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are
charged directly to profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s general policy
on borrowing costs (see below).
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For the year ended 31st December, 2005
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)
The Group as lessee (Continued)

Rental payable under operating lease are charged to
profit or loss on a straight-line basis over the term of
the relevant lease. Benefits received and receivable as
an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the
lease term on a straight line basis.

Club debenture

Club debenture with indefinite useful life is carried at
cost less any identified impairment loss.

It is tested for impairment annually.
Properties held for sale

Properties held for sale are stated at the lower of cost
or net realisable value.

Inventories

Inventories are stated at the lower of cost or net
realisable value. Cost comprises direct materials and,
where applicable, direct labour costs and those
overheads that have been incurred in bringing the
inventories to their present location and condition. Cost
is computed on a weighted average method. Net
realisable value represents the estimated selling price
less all estimated cost of completion and costs to be
incurred in marketing, selling and distribution.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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 profit as reported
in the income statement because it excludes items of
income or expense that are taxable or deductible in
other years and it further excludes income statement
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the
balance sheet date.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the
consolidated 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 from the initial
recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

(%]
>
Q
=}
Q
=5
2
>
=
o
0N
()
3
o
=)
=3
=
3
-+
[}
o
>
=]
=]
c
&,
=
@
°
o
=
N
o
o
a1




B 3% 3Rk MY A (48)
Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE
For the year ended 31st December, 2005

31

FEEHBE
(%)

BiE (&)

ERERREEZ RAERNSEGEER
fEfRe - WHERFIRER €A B MER
B MR8 2 5Pk B 00 B E B E R E
PR °

Ekﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ

Emi$ﬂ%%ﬁk% % @%
B FE T TR B & A AR R R P HIBR SRT
ABAERZBERT  EXHEANE
RIS R ©

B &R

HIWE  REXLEAREREERR
BRZEERANMAZZTEEZX
N BEZFEEEZETZAHBRER
BHRIHERL -

FTeEEMmEERARES ZHBEHA
mA K EEFEA o

Ih ik
SEERC AN EHRERIAGHEE
RBEBZFELEREZEBZ7
(AR E®) - s & M WmEMm
T REBIEERVBIKAET
2% BLAARRRIZNEER - i
RIEEVBHRENZINEL -

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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 period when the liability is
settled or the asset realised. Deferred tax is charged or
credited to profit or loss, except when it relates to
items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets are
capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or
sale.

All other borrowing cost are recognised in profit or loss
in the period in which they are incurred.

Foreign currencies

The individual financial statements of group entity are
presented in the currency of the primary economic
environment in which the entity operates (its functional
currency). For the purpose of the consolidated financial
statements, the results and financial position of each
entity are expressed in Hong Kong dollars, which is the
functional currency of the Company, and the
presentation currency for the consolidated financial
statements.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

In preparing the financial statements of the individual
entities, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recorded at
the rates of exchange 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 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 retranslation of monetary
items, are included in profit or loss in the period.

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 (i.e. Hong Kong dollars) using
exchange rates prevailing at the balance sheet date,.
Income and expenses items are translated at the average
exchange rates for the period, unless exchange rates
fluctuated significantly during that period, in which case,
the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are
classified as an equity and transferred to the Group's
translation reserve. Such translation differences are
recognised in profit or loss in the period in which the
foreign operation is disposed of.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

Government grants are recognised as income over the
periods necessary to match them with the related costs.
Grants related to refund of value added tax from tax
authorities are recognised in the income statement when
received or receivable.

Retirement benefit costs

Payments to defined contribution retirement benefit
plans are charged as an expense as they fall due.
Payments made to state-managed retirement benefit
schemes are dealt with as payments to defined
contribution plans where the Group’s obligations under
the plans are equivalent to those arising in a defined
contribution retirement benefit plan.

Financial instruments

Financial assets and financial liabilities are recognised
in the consolidated balance sheet when a group entity
becomes a part to the contractual provisions of the
instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and or financial liabilities at fair value
through profit or (loss) are added to or deducted from
the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Receivables

Receivables (including trade and other receivables and
amounts due from fellow subsidiaries and bank deposits)
are non-derivative financial assets with fixed or
determinable payments that not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, receivables are carried at amortised cost
using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in
profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference
between the assets’ carrying amount and the present
value of the estimated future cash flows discounted at
the original effective interest rate. Impairment losses
are reversed in subsequent periods when an increase in
asset’s recoverable amount can be related objectively
to an event occurring after the impairment was
recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

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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For the year ended 31st December, 2005

[
&
=
i
K|
]
R
IS
4o
&
Py
4

FEEHBE
(%)

B ITHE (&)
BMBEEERKAK

MHABLREBEBRITZIRANE
IREMIIVANRHZERAR R
MHABERAXEBZEREDE -

P AN ST A8 T AT {R] AT 7 B 0 Bk AN SR [ AR
BREERNAKEEERARGER
ZER e RARBITZBAXIEERD
WS IR B BT AL ©

KA EREE S & E Mt IE N
RENSREERAR,/ —HBRRNEB
AR/ L HEBRE BERQRK
H- - RIOTEREBRERE IETZ,EE\
£ - HEAE R R R IEL B K AT

b

E_ o
BUH 58

ERWEERSRE ZENER 3
MBEEREENASECEBEZE
W EEWREBE BRI D E R KRB
Wy BEAMBEESWIUSER o
REUERRVBEER - ZBEER
HEHADBRERARAEERER
2 REBREBcEHe RN Bk

=7
s °

AHMBEEMS - EAMAHNMETH
BEERL  EHAERE - BHA
BeEAKBEEEAGBRIG - &
HERZMBABNKREERS R
EREZBENBHRER -

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and the
definitions of a financial liability and an equity
instruments.

An equity instrument is any contract that evidences a
residual interest in the assets of the group after
deducting all of its liabilities. Equity instruments issued
by the Company are recorded at the proceeds received,
net of direct issue costs.

Financial liabilities including trade and other payables
and amounts due to ultimate holding company/a fellow
subsidiary/a minority shareholder/related companies,
bank borrowings and obligations under a finance lease
are subsequently measured at amortised cost, using the
effective interest rate method.

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of
the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying
amount and the sum of the consideration received and
the cumulative gain or loss that had been recognised
directly in equity is recognised in profit or loss.

For financial liabilities, they are removed from the
Group's balance sheet (i.e. when obligation specified in
the relevant contract is discharged, cancelled or expired).
The difference between the carrying amount of the
financial liability derecognised and the consideration paid
is recognised in profit or loss.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity settled share-based payment
transactions

Share options granted to directors and employees
of the Company

The fair value of services received determined by
reference to the fair value of share options granted at
the grant date is expensed on a straight line basis over
the vesting period with a corresponding increase in
equity (share options reserve).

At the time when the share options are exercised, the
amount previously recognised in share options reserve
will be transferred to share capital/share premium. When
the share options are forfeited or are still not exercised
at the expiry date, the amount previously recognised in
share option reserve will continue to be held in share
options reserve.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the entity’s accounting
policies, which are described in note 3, management
has made the following estimation that have effect on
the amounts recognised in the consolidated financial
statements. The key assumptions concerning the future,
and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of arising
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed
below.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of
the Group is based on the evaluation of collectability
and aged analysis of accounts and on management'’s
judgment. A considerable amount of judgment is
required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and
the past collection history of each customer. If the
financial conditions of customers of the Group were to
deteriorate, resulting in an impairment of their ability
to make payments, additional allowances may be
required.

Estimated impairment of goodwill

Determining whether goodwill 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 31st December 2005,
the carrying amount of goodwill was HK$69,479,000.
Details of the recoverable amount calculation are
disclosed in note 14.
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For the year ended 31st December, 2005

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade
and other receivables, bank deposits, amounts due from
fellow subsidiaries, trade and other payables, amount
due to ultimate holding company, a fellow subsidiary, a
minority shareholder, related companies and bank
borrowings. Details of these financial instruments are
disclosed in the 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 in a
timely and effective manner.

Foreign currency risk

Other than certain bank borrowings and related interest
expenses denominating in Hong Kong Dollars, most of
the Group’s transaction, assets and liabilities are
denominated in Reminbi (“RMB"). The Group currently
does not have a foreign currency hedging policy.
However, the management monitors the related foreign
exchange exposure closely and will consider hedging
significant foreign currency exposure should the need
arise.

Interest rate risk

The Group is exposed to both fair value and cash flow
interest rate risk relate to its fixed and variable-rates
bank borrowings. In order to minimise the risk,
management has closely monitored the exposures.
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BREMREEEEREE FINANCIAL RISK MANAGEMENT
(&) OBJECTIVES AND POLICIES (Continued)
FERRE Credit risk

WE TR -_ZEZRF+_A=+—H
AEBITREZALE  AIAKENE
BEWRBUBEEMARZ ZRAE
ERRAENGEEERBERARZ
BEZEREE - RBEERARRER
B AEBERECZRETEZNE
RAZ—Z—HABRARHTEER
B EEEMNEMBERER - AE
RERREF BB LB RN ZE
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AEBZzEERRYEBNHES A
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EEMBOTEARRITERZEER
aRBE  RERBBEBRRELFRR
EEMRBEZRT -

The Group’s maximum exposure to credit risk in the
event that counterparties failure to perform their
obligations as at 31st 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 in
one of its major subsidiary responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts.

The Group has no significant concentration of credit
risk, with exposure spread over a number of
counterparties and customers.

The credit risk for pledged bank deposits and bank
balances exposed is considered minimal as such amounts
are placed with banks with good credit ratings.
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SEGMENT INFORMATION

For management purposes, the Group is currently organised into
three operating divisions — (1) distribution and manufacturing of
cement and clinker, (2) distribution and manufacturing of slag powder
and (3) distribution of ceramic tiles, granite and marble products. The
Group’s operations are principally located in Hong Kong and other
areas in the People’s Republic of China (“Mainland China” or the
“PRC"). An analysis of the Group’s revenue and segment results by
business segments is as follows:
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S 2 AhEEBARD
BHMEBEHIWTWT :
E 3 ] Business Segments
(@) oA (@)  Segment Revenue
AHEE
THRBEE  HREE tEA
KRERE BEH RERER
Distribution  Distribution  Distribution
and and of ceramic
manufacturing manufacturing tiles, granite
of cement and of slag  and marble G
clinker powder products  Consolidated
BB BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
HE_ZTLE For the year ended
t-ZA=t+-A 315t December, 2005
AERA Segment revenue 333,271 12,029 4,137 349,437
GEES Segment results (6,480) 653 (7,064) (12,891)
RENEER Unallocated expenses (6,730)
BERKA Finance costs (12,499)
BRAEE Loss before taxation (32,120)
#E Taxation (420)
BReEE Loss after taxation (32,540)
HE-ZZNE For the year ended
+-RA=t-H 31st December, 2004
ELON Segment revenue 358,493 - 19,351 377,844
PEER Segment results 48,452 - 2,703 51,155
RENBEH Unallocated expenses (8,244)
BEKA Finance costs (6,563)
Bt A& A Profit before taxation 36,348
"R Taxation (12,750)
Bt &R Profit after taxation 23,598
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6. DEER (&) 6. SEGMENT INFORMATION (Continued)

KB E(E)

by EBEEREX

Business Segments (Continued)

(b) Balance Sheet

PHER
AHREE  AHREE tRA
KEERAR BEH RERER
Distribution  Distribution  Distribution
and and of ceramic
manufacturing manufacturing tiles, granite
of cement and ofslag  and marble &E
clinker powder products  Consolidated
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
%R 2005
BE ASSETS
PEEE Segment assets
FEE Mining right 7,013 7,013
ik Goodwill 69,479 69,479
EnEE Other assets 770,033 20,842 11,803 802,678
RAR Unallocated
NEEE corporate assets 5,965
GREERE Consolidated total assets 885,135
af LIABILITIES
PEAR Segment liabilities 150,829 9,064 919 160,812
ROE Unallocated
NABE corporate liabilities 273,861
Re Consolidated total
BERE liabilities 434,673
—ZEME 2004
BE ASSETS
PREE Segment assets
B2 Goodwill 83,618 83,618
g E Other assets 699,277 12,048 22,533 733,858
KOEAREE Unallocated corporate assets 9,554
GRAERE Consolidated total assets 827,030
f& LIABILITIES
PEAR Segment liabilities 64,804 2,367 2,641 69,812
RAR Unallocated
NGEENE corporate liabilities 277,376
e Consolidated total
BERE liabilities 347,188
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SEGMENT INFORMATION (Continued)
Business Segments (Continued)
(c) Other Information

FHEE

AERHE  AHREE tER

KRERH REh RERER

Distribution  Distribution Distribution

and and of ceramic

manufacturing manufacturing tiles, granite
of cement ofslag  and marble 2 &g
and dlinker powder products Others  Consolidated
ABfr  ABfn  EETR  AETn BETR
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000

eSS
SEME
BE R
MEREH
REEER
BEHME

ﬁ

“ZEQNE
HEmE

FIE
REREH
RERER

HE D E

AEEZRBEEMD
hEAKE - £ - JEiE
ARERERERSD
REEDH °

%

S
N

]

H83890% < 7 U za T
REMRFBEAEZE
}5 o

REEMBWREE D2
DI EEREE N RIE
BYE  BELREZ
DTN o

2005
Additions to property, plant and

equipment 37,015 2,830 1 2 39,848
Deprecation and amortisation 20,057 478 3 162 20,729
Allowance for bad and doubtful debts 8,998 2,265 11,263
Impairment loss in respect of goodwil 14,139 - - - 14,139
2004
Additions to property, plant and

equipment 179,539 9,990 - 255 189,784
Deprecation and amortisation 19,982 38 35 75 20,130
Allowance for bad and doubtful debts 11,422 - 455 - 11,877

Geographical Segments

The Group’s operations are mainly located in Mainland China. Only
part of the distribution of ceramic tiles, granite and marble products
is carried out in Hong Kong.

Over 90% of each segment revenue is derived from customers located
in Mainland China.

The following is an analysis of the carrying amount of segment assets,
and additions to property, plant and equipment, analysed by
geographical area in which the assets are located.
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6. DEEH (&) 6. SEGMENT INFORMATION (Continued)
WESE (&) Geographical Segments (Continued)

BENE BERRHE

AEEERETE Additions to
Carrying amount property, plant
of segment assets and equipment
“EEZRE _—TTNE ZCZBTHRFE _TTOEHF
2005 2004 2005 2004
BET T BT T BETT BT
HK$'000 HK$'000 HK$'000 HK$'000
ICTPN 2 Mainland China 878,704 816,961 39,846 189,529
N Hong Kong 6,431 10,069 2 255
885,135 827,030 39,848 189,784
7. BERAE 7. FINANCE COSTS
—EERF —ZETmE
2005 2004
BETT BETT
HK$'000 HK$'000
IATRIERZHE - Interest on:
ARAFANBHREEY Bank borrowings wholly repayable
RITERR within five years 13,414 6,982
ANIEES S PNEIDS Implied interest on amounts due to
LERR 2 fellow subsidiaries and
BaFE a minority shareholder 24 -
& A A Obligations under a finance lease 2 3
FEEr=N= J5 N Total borrowings costs 13,440 6,985
W BREARZ©R Less: amounts capitalised (941) (422)
12,499 6,563
RERNBEFTEARTIA— Borrowing costs capitalised during the year arose on the general
WEEHEEESE Wik borrowing pool and are calculated by applying an average
EEREEZHAXEA capitalisation rate of 2.82% (2004: 2.1%) to expenditure on qualifying
TR T ER2.82% (= assets.

TTPILE : 2.1%) o
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EEkEEME 8. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS

w
5
a
EEkAEEmaH AT The emoluments of the directors and the five highest paid individuals 3
ZHMeMERT - are summarised as follows: >
=
o
(a) EEMS (a) Directors’ emoluments o
3
3
ZE2EE ZEERE =
2005 2004 =
f 20k EEe =3
Directors’ e Directors' AhMe 2
fees Other Emoluments fees Other Emoluments
%2R hEH 52K 2 z
HiEA  EREHE  HEAR ARA  RERAE HEER s
FUTEE  Salaries ZEA  Retirement FHES Salaries AL Retirement =
Non- and Performance benefits Non- and  Performance benefits 3
executive other related scheme BE  executive other related scheme ] S
directors benefits bonuses  contribution Total directors benefits bonuses  contribution Total =
E8Tn  E%Tn  E%Tn B%Tr AMTn A%fr  A%fr  E%Tn BETn BETR 2
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK$000
EEA Ng Qing Hai - 1,680 131 3 1,843 - 1,642 1674 3 3350
Bt Ko Sing Ming - 310 - 12 m = 310 250 1 572
R Li Chi Kong - 60 - 3 63 - 180 - 9 189
£y 8} Lee Siu Chung, Steven 10 - - - 10 9 - - - 9
e Chen Ching 40 - - - 40 10 - - - 10
b Jin Hui Zhi 40 - - - 40 - - - - -
SR Li Chak Hung 60 - - - 60 15 = = - 15
TER Hui Yip Wing, David - - - - - - - - = =
BEX Lai Hin Wing, Henry - - - - - 45 - - - 45
BEZ Lo Wai On - - - - - 45 - - - 45
2% Total 150 2,050 131 4 2,378 124 2,132 1,924 55 4,235

ETARREERES
RRBIREERAAE
ARE @ 2 A [ WE
& o ZARMAR R
REEERY - LMK
AREIKRERER %EH
B BB M FE33i AT i
BEBEREER  pET
EEREMIIEARDF
EECEHEABRM
ZHR® o AR HENE
33(iFAHTEEEE - £
AP 4 G B B IR
HEEmIERE o

Certain directors of the Company received remuneration from a
company which has significant beneficial interests in the Company’s
ultimate holding company. Such company provided management
services to the Company and charged the Company a fee which is
included in management fee as disclosed in note 33 (iii) for services
provided by certain directors as well as other management personnel
who are not directors of the Company. In order not to duplicate with
the information as disclosed in note 33(iii), no apportionment of the
management fee has been made for the disclosure above.




B 3% 3Rk MY A (48)

Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE

For the year ended 31st December, 2005

8. EENK{EE®M & 8 DIRECTORS' AND EMPLOYEES' EMOLUMENTS

=) (Continued)
(by EEM2 (b) Employees’ emoluments
hAE&EEIH AL The five highest paid individuals included two directors (2004:
- ERWEAEEAR two directors) of the Company, whose emoluments are included
< AEE(ZEZ2N in (a) above. The emoluments of the remaining three highest
% F:MBEES) - paid individuals (2004: three), which were individually less than
& M ESFIEH HK$ 1,000,000 were as follows:
= REX(a) H8
= —EZBmH AL
o~ —TEmE =
Iy Z)2e 5%
= 1,000,0007E B
IR
—EERE —ZTNF
2005 2004
BETR BETT
HK$'000 HK$'000
e kEMmEF Salaries and other benefits 1,505 1,045
BRBAFTE 2L Performance related bonuses 81 163
R ORAE A ET 2 Contributions to retirement
3K benefit schemes 96 48
1,682 1,256
REMFERN - NEBEW During both years, no emoluments were paid by the Group to the
BEXMEAME TZE five highest paid individuals and directors as an inducement to join or
EEEmHEIATRE upon joining the Group or as compensation for loss of office.
= EREBEZMA
NE& B 2 W kBB 2
BE(Y o
J=RI=
9. ®E 9. TAXATION
“EEEF —2TmE
2005 2004
BETR BET T
HK$'000 HK$'000
AREFFHE - RBEATERH Current tax — PRC income tax 253 11,293
EAETR A (M 5E27) Deferred tax (Note 27) 167 1,457

420 12,750
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For the year ended 31st December, 2005

TAXATION (Continued)

No provision for Hong Kong Profits Tax is made as the group
companies operating in Hong Kong do not have any assessable profit
for both years.

PRC income tax is calculated at the rates applicable to respective
subsidiaries. In accordance with the tax legislations applicable to
foreign investment enterprises, certain subsidiaries in the PRC are
entitled to exemptions from PRC income tax for the two years
commencing from the first profit-making year of operation and
thereafter, entitled to a 50% relief from PRC income tax for the
following three years.

A subsidiary is entitled to the tax privileges of “converting technology
achievements” which limit the amount of local tax payable of such
company at a predetermined level as approved by the local tax
authority concerned.
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$ o
“EZEFE —ZETWEF
2005 2004
BETR BETT
HK$'000 HK$'000
kAT (E518) /& A (Loss) profit before taxation (32,120) 36,348
ABEARB B E27% & Tax at the domestic income tax
ZBBE(ZZEZME : 27%) rate of 27% (2004:27 %) (8,672) 9,814
T AENBRBEEZ L 2 Tax effect of expenses not
HIEZE deductible for tax purpose 6,062 3,902
A BERRFWMAZ Tax effect of income not taxable
HIEFZE for tax purpose (242) (602)
WA TUERZHEREEZ Tax effect of tax losses
HEZE not recognised 3,275 3,005
BEBMEAE 2B Income tax on concessionary rate - (3,272)
EHMAEERLE 2 Effect of different tax rates
Mt ARz E of subsidiaries operating
HMEEE in other jurisdictions (34) (43)
EH A, Others 31 (54)
RNEEHIE Taxation for the year 420 12,750
Kzt : BIABEERHRBEL Note:  The domestic tax rate represents the statutory tax rate of the major group
BZXEEERAIZ companies operating in the PRC

EEBE o
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10. & (F5#H) B 10. (LOSS) PROFIT FOR THE YEAR

—EERF —ETmE
2005 2004
BETR BET T
HK$'000 HK$'000
i
4]
= RNE (B8 BA D& NKR (Loss) profit for the year has been
g ATEIEBEREFE arrived at after charging:
E%z B ITRKA Staff costs
2 E YA ET)) Directors’ remuneration (note 8) 2,378 4,235
g IR OR4E A 5t 2 5K Contributions to retirement
I —HMET benefit schemes — other staff 3,753 2,656
. Hh 8 T A Other staff costs 20,563 19,981
26,694 26,872
= ERATD B Auditors’ remuneration
KEE Current year 1,230 1,004
PRUERE 2 B8R Amortisation of mining right
(BEEITR (included in administrative
) expenses) 86 -
M - BE KK Depreciation of property, plant
ZIE and equipment 20,349 15,024
BERITE 2B Total amortisation and depreciation 20,435 15,024
+ 3 {sE R 2 TR A Release of prepaid lease payments
HERIEE D on land use rights 294 =
B &S HAPTHE A Rental payment for premises
MEZHEE under operating leases 1,385 992
RBELEHEOE K& Rental payment for plant and
iR it machinery under operating leases 1,295 1,816
EERBEDE  BER Loss on disposal and write-off of
R EBE property, plant and equipment - 412
WEETA : and after crediting:
Fa U A Interest income 450 543
HEWE - BEREE Gain on disposal of property, plant
2 &R and equipment 73 =
B 5 W a5 )5 58 Net foreign exchange gains 2,744 27
ER B ER Refund of value-added tax 15,831 17,475
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For the year ended 31st December, 2005

BR(&H5E) BF 11. (LOSS) EARNINGS PER SHARE
BRER (E1R) B HREARE AR The calculation of the basic (loss) earnings per share is
N 7] A% B pE 5 E5 48 75 85 35,233,0007T based on the loss for the year of HK$35,233,000 (2004:
(BRZEZ_ZFZTHF : &5 fEE profit for the year of HK$10,414,000) attributable to
10,414,0007T) M A B # 17 K {n the equity holders of the Company and on 729,395,043
729,395,043 (B2 —ZF & /0 F (2004: 729,395,043) shares in issue throughout the year.
729,395,0430%) 5t &
HRARREREZTEES LKA No diluted earnings per share has been presented for
FHHE  REERZPEEEZ7 both years because the exercise price of the Company's
EREERET - share options was higher than the average market price
of shares.
ME - MERRE 12. PROPERTY, PLANT AND EQUIPMENT
BRA
R£BRRE
HELE HERES HEIR  Furniture, AE
gF Leasehold Plantand Construction fixtures and Motor Fot ol
Buildings improvements ~ machinery  in progress  equipment vehicles Total
BET T BT T BETT BET T BT T BET T BET T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR COST
RZB2WE—F—B At IstJanuary, 2004 165,439 935 281,491 1,031 2,510 4,882 456,288
EREAS:HERZE178  Adoption of HKAS 17 (8,485) = = (5,971) = = (14,456)
RE Additions 8,687 120 3,386 176,517 359 715 189,784
HE R Disposals and write-off - (521) (296) = (56) - (873)
ENDE Reclassification 772 = 1,208 (1,980) = = =
RZZENF
+-RA=+-H At 31st December, 2004 166,413 534 285,789 169,597 2,813 5,507 630,743
RZZBRE—A—H At stlanuary, 2005 166,413 534 285,789 169,597 2,813 5,507 630,743
HMERE Effect on exchange adjustments 3,350 7 5,496 3,384 47 101 12,385
RE Additions 549 = 2,379 35,218 349 1353 39,848
L E R#sH Disposals and write-off (833) - (35) - (45) (927) (1,840)
ENDE Reclassifications 68,577 - 132,574 (201,188) 37 = =
RZZEZHF
+-A=+-8 At 315t December, 2005 238,056 541 426,203 7,011 3,201 6,124 681,136
FERAE DEPRECIATION AND
IMPAIRMENT
RZZEWE-A—H At Ist January, 2004 44,211 271 138,161 - 1,320 2,017 185,980
FEREE Provided for the year 5,331 90 8,481 - 305 817 15,024
HE R 2 85 Eliminated on disposal and
R write-off - (208) (213) - (40) - (461)
R-gTME
+-A=+-H At 31st December, 2004 49,542 153 146,429 = 1,585 2,834 200,543
RZZZTHFE—A—H At st January, 2005
-R%27 - as originally stated 49,54 153 146,429 = 1,585 2,834 200,543
MMERE Effect on exchange adjustments 944 3 2,816 - 27 50 3,840
FREE Provided for the year 6,299 175 12,638 - 362 875 20,349
HE R 2 85 Eliminated on disposals
R and write-off (158) - 27) - (39) @71 (995)
R-ZFZTHE
+-A=+-H At 31st December, 2005 56,627 331 161,856 = 1,935 2,988 223,737
BEFE CARRYING VALUE
RZZEZHF
+-A=+-8 At 315t December, 2005 181,429 210 264,347 7,011 1,266 3,136 457,399
RZZENF
+-R=+-8 At 31st December, 2004
-R%27 - originally stated 125,356 381 139,360 175,568 1,228 2,763 444,656
EREEEHEISE17%  Adoption of HKAS 17 (8,485) - - (5,971) - - (14,456)
R-ZZME
+ZA=+—B (%) At 31st December, 2004 restated 116,871 381 139,360 169,597 1,228 2,763 430,200
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

12. Y% - BWEK&MHE 12. PROPERTY, PLANT AND EQUIPMENT

(&) (Continued)
RERPRANEE 2E The net book value of buildings which are located on land held
FZEMFERE under medium-term leases comprises:
5 = L3 =t + b
= 2005 2004
> BET T BETT
ﬁ_% HK$'000 HK$'000
B
<u BB In Hong Kong 249 259
E BB LAS Outside Hong Kong 181,180 116,612
_I_I
181,429 116,871
B KERREZER The net book value of furniture, fixtures and equipment includes an
HFEBSEREmMER amount of HK$5,000 (2004: HK$13,000) in respect of assets held
DB ZEERE under finance leases.

5,000C (ZEZ O 4 -
FE#£13,0007T) ©

13. LT fEAME 2T 13. PREPAID LEASE PAYMENTS ON LAND USE RIGHTS

HENRE
“EEEF —ZTTmE
2005 2004
BETR BET T
HK$'000 HK$'000
T HbfE A 2 TEAHEE R The prepaid lease payments
HBEE on land use rights comprise:
BAEUIINZHE L : Leasehold land outside
Hong Kong:
T A FE 4 Medium-term lease 14,484 14,456
BHREBHDN : Analysed for reporting purposes as:
Vi IR= %) Current portion (as stated
(RmBEES ) under current assets) 348 318
ERB)HB Non-current portion 14,136 14,138

14,484 14,456
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BERRIAITERE 14. GOODWILL AND IMPAIRMENT TESTING
ON GOODWILL
BETT
HK$'000

&L'i COST
RZZEZWNF—-—A—HBEK At 1st January, 2004 and

__ES:ZEEEF A—H 1st January, 2005 102,128
FH R RN BB SR S XA Elimination of amortisation accumulated

55357 Bl 2 R 51 8 5 prior to the adoption of HKFRS 3 (18,510)
R-ZEZERF+_A=+—8H At 31st December, 2005 83,618
H AMORTISATION
RZZEZWPF—H—H At 1st January, 2004 13,404
N F S 8 Amortisation for the year 5,106
R-_ZEZERF—HF—H At 1st January, 2005 18,510
TSR AN B B B 7S 3RS E B Elimination of amortisation accumulated

%357 B 2 R 51 5 prior to the adoption of HKFRS 3 (18,510)
RZZEZERF+=_HA=+—H At 31st December, 2005 =
(B IMPAIRMENT
REBEEZZETRF+ A Impairment loss recognised for the

=T —HIEFE®RRZRE year ended 31st December, 2005 and

EBEEEMN _ZEZERF+_H balance at 31st December, 2005

=t+t—Hz&E% 14,139
BREE CARRYING VALUE
R-ZZEZERF+_A=+—H At 31st December, 2005 69,479
R-ZEZENF+_-_HA=+—H At 31st December, 2004 83,618

R_ZZEWNF+-_A=+—HA ' &
BE20FH (R AEH) #iH -

REBEHBEZBETRBERS
REERABNZEBEHPXEZR
SEEEN NERBEBEEER &
27 RHEAB%83,618000T i &
HWAORE —REFKERARSE R
EEXBCMBRARICESEELEN
(TZBAL]) -

Until 31st December, 2004, goodwill had been
amortised over 20 years, its estimated useful life.

Goodwill acquired in a business combination is allocated,
at acquisition, to the cash generating units that are
expected to benefit from that business combination.
Before recognition of impairment losses, the carrying
amount of goodwill of HK$83,618,000 was wholly
allocated to cash-generating unit in distribution and
manufacturing of cement and clinker of a subsidiary
(the “Unit").
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14.

BERRAUEERE
(%)

REEEVMHREENFT =R E
B ARESFRAFERE S
ERRBTRAEARBENER - BIE
BR L RORRVE

ZEBEAZARESEIAEEREE
RRENEEE  EEREEMAESE
ZEIBRRIVLDEFAZFRER R
EREREERERKAZHER -
EEERMBRBATLL R - A TRE
739.49% * ZFRBLAT L KRR % AL
ZEERHEBEREERRZIERT
Bt c EEREERRAZEH IR
BREMERBRTSERRED -

AEBREZHSRETRR - HEM
BEREEEEMRETFHEZ&A
M BAESR o B FIBRREEZ
BURKKTEZRERE -

HRBEAME R KEHIT RS AT
EBHRATENNTZE - NEmiEa — L&
TEARAER - AEBEBITHERZE
fNZzBREREEA - At - ZEAME
REZZETERFANEBERTERES
#14,139,0007T - WEHAJ K E £
B o

B BEMNRETSHEENES

S2x A Tr B 48R
MR -

14.

GOODWILL AND IMPAIRMENT TESTING
ON GOODWILL (Continued)

Upon the application of HKFRS 3, the Group tests
goodwill annually for impairment, or more frequently if
there are indications that goodwill might be impaired.

The recoverable amount of the Unit is determined from
value in use calculations. The key assumptions for the
value in use calculations are those regarding the discount
rate, growth rate and expected changes to selling prices
and direct costs during the forecasted period.
Management estimates discount rate of 9.49% using
pre-tax rate that reflect current market assessments of
the time value of money and the risks specific to the
Unit. Changes in selling prices and direct costs are based
on past practices and expectations of future changes in
the market.

The Group prepares cash flow forecasts derived from
the most recent financial budgets approved by
management covering a 5 year period and extrapolates
cash flows of the Unit for the following 10 years using
zero growth rate.

Due to the effects caused by the macro-economic
adjustments in the PRC over the past two years and the
uncertainty about the market conditions, the Group has
revised its cash flow forecasts for the Unit during the
year. The Unit has therefore been reduced to its
recoverable amount through recognition of an
impairment loss against goodwill of HK$14,139,000 for
the year ended 31st December, 2005.

However, the impairment loss recognised in respect of
goodwill by nature does not have any effect on the
Group's cash flow.
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For the year ended 31st December, 2005

PR E 15. MINING RIGHT
BET T
HK$'000
B AR COST
RZZEZEMF-—A—HARK At 1st January 2004 and
RZZEZTRFE—A—H At 1st January, 2005 =
0 Additions 7,099
RZZEZERF+_-_A=+—H At 31st December, 2005 7,099
g AMORTISATION
RZZETMF-—HA-—HRK At 1st January 2004 and
—ZERF—HF—H At 1st January, 2005 -
F N Charge for the year 86
RZZEZERAF+-_A=+—H At 31st December, 2005 86
BREE CARRYING VALUE
RZZEZTRAF+=—A=+—H At 31st December, 2005 7,013

it —BEHBES 16.

At 31st December, 2004

INTEREST IN A JOINTLY CONTROLLED ENTITY

HEER

“EERF —ZETmE
2005 2004
BETT BT T
HK$'000 HK$'000

FLETHRER—HE Cost of unlisted investment
H[E) 2 il i s in a jointly controlled entity 23,458 23,458
FriG B A BB 18 Share of post-acquisition losses (23,458) (23,458)

FE W —E £ Amount due from a jointly
7= ) 1 7 SR IR controlled entity 13,230 13,230
o e Less: Allowance (13,230) (13,230)
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16. Pt —RBHXREESH 16.
wEER (&)

INTEREST IN A JOINTLY CONTROLLED ENTITY
(Continued)

R-ZBTRF+_H=
T—B  RPEBEREX
SRR R 2 AR

Particulars of the jointly controlled entity at 31st December, 2005,
which is established and operates in Mainland China, are as follows:

o WEBMT :
«
= _
r A5 Bt
= HE 2
53 DRARILER Proportion
q BEEiE Form HMEX  of registered TEEK
E Name of of business Registered capital held Principal
i) entity structure capital by the group activities
%
BT ERERRAR 34V 5,012,500 T 60 EEEHB
Foshan Hunter Ceramic Co., Ltd Incorporated US$5,012,500 Inactive

& it A R 72 ) 4 4 2 R
HTEER - 2B ME
B € &R -

The amount due from the jointly controlled entity is unsecured,
interest-free and has no fixed terms of repayment.

17. Fi{ih— R EE% AT 17. INTEREST IN AN ASSOCIATE

=
—EZREF e s S
2005 2004
BETT BET T
HK$'000 HK$'000
EEMTEER —ME Cost of unlisted investment
BE AR ER in an associate 24,911 24,911
T i B8 1% &5 18 Share of post-acquisition losses (24,911) (24,911)
i EEFE Share of net assets - -
& U — R B 22 A Bl R IE Amount due from an associate 41,479 41,479
B B Less: Allowance (41,479) (41,479)
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For the year ended 31st December, 2005

INTEREST IN AN ASSOCIATE
(Continued)

Particulars of the Group’s associate at 31st December, 2005, which is
established in Mainland China, are as follows:

rEBEEM

BAR 2z pl

YNGR Proportion
WEERE Form HMEAX  of registered FTEEK
Name of of business Registered capital held Principal
entity structure capital by the group activities

%
BT =HEERRAA D ava 6,652,8003 T 48 BEXD
Foshan Three Union Incorporated US$6,652,800 Inactive

Ceramic Co., Ltd

JiE W Bst & N B 2 FRIA T
EIER - 2R NERE

Amount due from an associate represents unsecured, interest free
advances and is repayable on demand.

FEY=E 18. PROPERTIES HELD FOR SALE
EHhE BB A The balance represents properties transferred from trade debtors of a
A EEBEKEAR subsidiary, Shanghai Allied Cement Co., Ltd (“Shanghai SAC”) in lieu
AR EBKR]) 28 of cash settlement and registered in the name of Shanghai SAC.
SEBANEREZIEY)
NREBERSCER  MA
BYWEEELE LFK
VEEZENE
78 19. INVENTORIES
—EERE —ZETWEF
2005 2004
BETR BETT
HK$'000 HK$'000
FE (LA Inventories, at cost, consist of
BETIIER : the following:
R % Raw materials 25,455 21,792
& m Work in progress 1,879 3,786
B Finished goods 5,630 7,798

32,964 33,376
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20.

21.

BESRHAMMEWKR 20. TRADE AND OTHER RECEIVABLES
18
REBGTEESGRER The Group has a policy of allowing its trade customers credit periods
ZIEEH—MBE30EE normally ranging from 30 days to 120 days. Included in trade and
120B1ME - RZEF other receivables are trade receivables of approximately
AFE+ZA=+—HzZ HK$178,039,000 (at 31st December, 2004: HK$161,900,000) and
B 5 & H Mg W FKIE TS their aged analysis is as follows:
BIEE S EWRIE B
178,039,0007C (===
S-S B
161,900,0007T) + HER
Rakin Ul
“EEEF —ZTTmE
2005 2004
BET T BET T
HK$'000 HK$'000
£ —90H 0-90 days 133,590 105,761
91—180H 91-180 days 31,128 27,996
181—365H 181-365 days 6,108 12,967
HBAI1F Over 1 year 7,213 15,176
178,039 161,900
RZZEZTRF+-A= As at 31st December, 2005, discounted bills receivable with recourse
+—H - B ZEWRHKIE of approximately HK$17,541,000 was included in trade receivables.
o BREEERERER Besides, trade receivables also include an amount of approximately
RECZERWNERBE HK$19,231,000 which had been factored with recourse.
17,541,000t X BB R
B2 BEEE S ERK
15 #19,231,0007T °
EERBIEW R EH A FE The directors consider that the carrying amount of trade and other
WEERZ A FERER receivable approximates their fair values.
B2 BREE o
EEHEHRITHE 21. PLEDGED SHORT-TERM BANK DEPOSITS
™

7 W #4943,277,0007T 2
GTREEBETRIT R
TEHEAR A S ZE
NEETHER  Bit
HEARDEE - ER
HEMBBRTERZAF
ERERPZEREE -

Deposits of about HK$43,277,000 were pledged to banks and financial
institution as collateral to secure short-term bills payable issued to
suppliers and are therefore classified as current assets. The fair value
of pledged short-term bank deposits approximates their carrying
amounts.
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—EEFNE+ A=+
—H : B #28,521,000
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22. TRADE AND OTHER PAYABLES AND DEPOSITS

Included in trade and other payables and deposits are trade payables
of approximately HK$93,782,000 (2004: HK$28,521,000) and their
aged analysis is as follows:

—EZREF —ETMEF

2005 2004

BEFT BET T

HK$'000 HK$'000

ZT —90H 0-90 days 78,697 23,511
91—180H 91-180 days 10,809 1,401
181—365H 181-365 days 1,019 1,428
HBiBE1F Over 1 year 3,257 2,181
93,782 28,521

ESAREMNREME
Nz R FERAFRHZ
BRmEE -

The directors consider that the carrying amount of trade payables
and other payables approximates their fair values.

AL E AN RIE 23. OBLIGATIONS UNDER A FINANCE LEASE
IfzRERERE
YfzRERE Present value
Minimum of minimum
lease payments lease payments
ZEERE “EENE —EEBRE “ZENE
2005 2004 2005 2004
BETT BETTL BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
RE-BRERY Amounts payable under
MAES Nz e8 a finance lease
—ER Within one year 6 11 5 10
E_EZERE In the second to
(BREES) fifth years inclusive - 7 - 7
6 18 5 17
W AEREER Less: Future finance charges (1) (1) -
MA) e Present value of
ZEE lease obligations 5 17 5 17
B AR —ER Less: Amount due for
BRZEE settlement within
(B3RS one year (shown
8f) under current liabilities) (5) (10)
AER—Fk Amount due for settlement
BRzEH after one year - 7
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23.

24.

MEBQEE ()

AEENBRE—B@E
MAOBREE - HEA
AE - WRETEERD
MR2ERARAEERE
-BE2E_ZTZERF+
—A=+—H
THELGE
11% (= & 3
H%)°ﬁ$
#Hz BHEEY
IEE@$
EE=RAE
Z FEMESF
HE °

{:I:t

y \z‘F
Eg_m
N B B B
A N

S S B o 0D -

m%ﬁ
S 3 2 2

a’A

RNEE - 2&%@# #
IR T E R BE
173,875,0007C & (&8 iR
TTEM/%WN 387,000
T o RITER %¢$$
BXKsE o #ER
TIEZBIEE IR E W
Tﬁﬁauﬁm,\%f&c”&
%k H o Bl B &
17,541,000 K& #& #&
19,231,0007T ©

23.

24.

OBLIGATIONS UNDER A FINANCE LEASE (Continued)

The Group holds an equipment under a finance lease. The lease term
is 5 years with fixed repayment schedule. For the year ended 31st
December, 2005, the effective borrowing rate was 11% (2004: 11%).
Interest rates are fixed at the contract dates, and thus expose the
Group to the fair value interest rate risk. The lease is on a fixed
repayment basis and no arrangements have been entered into for
contingent rental payments. The directors consider that the carrying
amount of bank borrowings approximates their fair values.

BANK BORROWINGS

During the year, the Group obtained new bank loans of
HK$173,875,000 and repaid bank loan of HK$179,387,000. The bank
loans raised are used to finance the operations of the Group. Included
in new bank borrowings are amounts of approximately HK$17,541,000
and HK$19,231,000 which represent the proceeds from discounted
bills receivable and factored trade receivables respectively.

“EZEEF —ZETmE
2005 2004
BETT BETT
HK$'000 HK$'000
RITEREHE T EE Bank borrowings comprise:
RITER Bank loans 226,933 225,401
RITEX Bank overdrafts - 5,017
226,933 230,418
Falii /(N Analysed as:
BEM —-R107H 2 M5 Secured — note on page 107 105,000 110,017
Ee il Unsecured 121,933 120,401
226,933 230,418
RIT B R Bank borrowings are
T %I B HE R - repayable as follows:
EERSIR—FR On demand or within one year 148,183 125,418
ZR—F More than one year, but not
B8 8 /W exceeding two years 78,750 105,000
226,933 230,418
B RN —FANERE Less: Amount repayable within
R RBBE one year and shown
&% under current liabilities (148,183) (125,418)
R—FRINBzLE Amount due after one year 78,750 105,000
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BANK BORROWINGS (Continued)

REBERZETBBET AT EEET The carrying amounts of the Group’s borrowings are
B : denominated in the following currencies:
B Ex
AER®  Hong Kong us mE
Reminbi dollars dollars Total
BET T BT T BT BET T
HK$'000 HK$'000 HK$'000 HK$'000
“ETRHEF 2005
RITEX Bank overdrafts = - - -
RITER Bank loans 94,464 118,500 13,969 226,933
94,464 118,500 13,969 226,933
—TTME 2004
RITES Bank overdrafts = 5,017 = 5,017
RITEK Bank loans 90,566 120,000 14,835 225,401
90,566 125,017 14,835 230,418

ENFHFEEMT :

The average interest rates per annum paid were as
follows:

“EThE —TENEF

2005 2004

RITEX Bank overdrafts 1.5% 1.5%
RITEXR Bank loans 5% 4.7%

EERARTERZATERSER
2 R E -

=

RITERBREFEREE4.92% (ZEZ M
F : F£85.26%) ZEBBRBE
108,433,000t (ZZEZ WM& : B
105,401,0007T) * W A& B EEH A
FEFMERR - R TRITERAZE
B FEEH5.72%%8% (2004 : 4
B1.15%%E5%) ' WHEAEEAEER
& m A E R o

Kt - AKEEH—BEHEAR - LERBATE
RKEBERRAA295% (ZZTZTWMF :
95%) #E s ¢ BRE B8 % 69,795,0007C

—ZETNF : #¥67,553,0007T) tEA
B B R 1T & ;B % 105,000,000
TH— A EFER (ZSTME : B
105,000,0007T) °

The directors consider that the carrying amount of bank
borrowings approximates their fair values.

Bank borrowings include approximately HK$108,433,000
(2004: HK$105,401,000) fixed rate borrowings which
carry interest at 4.92% per annum (2004: 5.26% per
annum) and expose the Group to fair value interest
rate risk. The remaining bank loans are arranged at
variable rate borrowings which carry interest ranging
from 5.72% to 8% per annum (2004: 1.15% to 5%
per annum) and exposing the Group to cash flow
interest rate risk.

Note:  The Group's 95% (2004: 95%) interest in a subsidiary,
Shandong Allied Wangchao Cement Limited with a carrying
value of HK$69,795,000 (2004: HK$67,553,000) was pledged
as part of the security against a bank loan of HK$105,000,000
(2004: HK$105,000,000).
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Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE
For the year ended 31st December, 2005

25.

26.

L@ 25. SHARE CAPITAL
ZERMEAE kx-C]
Number of Amount
ordinary shares BT T
HK$'000
ETERA Authorised:
R_ZEEMFE—HF—H - Ordinary shares of
“EENE+-—A=+—-HRK HK$0.25 each
—ZERFE+A=+—H At 1st January, 2004
SREEBE0.25 T2 31st December, 2004 and
T E R 31st December, 2005 2,000,000,000 500,000
BEITRHRE : Issued and fully paid:
B’\\_—\, ZNE—HF—H - Ordinary shares of
TEME+ZA=T—HERK HK$0.25 each
—EERE+_A=+-A At 1st January, 2004
EBREEEE0.25 T 31st December, 2004 and
@R 31st December, 2005 729,395,043 182,349
ERBREZARKRS 26. SHARE - BASED PAYMENT TRANSACTIONS

NG g B 1
ZNERER BT _FHA—-
TZBBBZREREHAAAA
BEERERAN - IRANZETEIZEE B
MAEmMSEEREEARARE
Rz #e  BE2EEH
ERANRRRERG 2 EE -
FEARRREERRTE - B
BN R E——FRAZ
+—HEm °

R BE NIRRT 2] I (] E b BB %
ERT B B 2 BB AE S K 2 & 1
BECTS BB R BB R AE T
B ZHBZARRBETRD
10% ([FrEIREREE]) - 3
Z10%PRHIEE - B &R
EEFETEIREREE B 2 AR
FIEETIRMI10% o 1R IFEE AR
WERT B I (R E Ath BB AR #E 5T B 4%
AR & AR TE B NE R 1 TE
2B BRI TR R T2
1D B H &% NMSBBAR TN
R2BEEITRMDBRE Z230% °
BRIEESAARMERE LA A -
& BME] —F A @R & A A B
B2 BBARE S K 2 B 5 TS B
BARREREBRTRERMOZ
1% o FIRAIANABERMES
FTETRAERETEBRFELE
REHERS BB B AR B B FEBTT
BEIE - MREZER T B HA
1@ A BEmARREZRR
SBVIEATESHIHEESEZ
BB A TR N ZEBREEEHE
TR B ER RS ER 2 B,
&z&ﬁgﬁmﬂiﬂ$ﬁia

BITRARZ01% Kk EBERBS
5%%awqmmﬁ BB &S E
R AR R AL AE o

The Company’s share option scheme (the “Scheme”) was
adopted by the shareholders of the Company pursuant to a
resolution passed on 23rd May, 2002 for the primary purpose
of providing the 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. The Scheme will expire on 22nd
May, 2012.

The total number of shares in respect of which options may
be granted under the Scheme and any other schemes is not
permitted to exceed 10% of the shares of the Company in
issue at the date of shareholders’ approval of the Scheme (the
“Scheme Mandate Limit”) or, if such 10% limit is refreshed,
at the date of shareholders’ approval of the renewal of the
Scheme Mandate Limit. The maximum aggregate number of
shares which may be issued upon the exercise of all outstanding
options granted and yet to be exercised under the Scheme
and any other share option schemes, must not exceed 30% of
the total number of shares of the Company in issue from time
to time. The number of shares in respect of which options
may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company then in
issue, without prior approval from the Company’s shareholders.
Each grant of options to any director, chief executive or
substantial shareholder must be approved by independent non-
executive directors. Where any grant of options to a substantial
shareholder or an independent non-executive director or any
of their respective associates would result in the shares of the
Company issued and to be issued upon exercise of options
already granted and to be granted in excess of 0.1% of the
Company'’s issued share capital and with a value in excess of
HK$5,000,000 in the 12-month period up to the date of grant
must be approved in advance by the shareholders of the
Company.
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For the year ended 31st December, 2005

SHARE - BASED PAYMENT TRANSACTIONS
(Continued)

Options granted must be taken up within 21 days from date of
grant, upon payment of HK$10 per option. An option may be exercised
in accordance with the terms of the Scheme at any time during the
effective period of the Scheme to be notified by the board of directors
which shall not be later than 10 years from date of grant. The exercise
price is determined by the directors of the Company, and will not be
less than the higher of the closing price of the Company’s shares on
the date of grant, the average closing price of the shares on the
Stock Exchange for the five business days immediately preceding the
date of grant.

The following table discloses details of the Company’s share option
held by employees and movements of such holdings during the year:

R=ZZTREF R-ZZRF

—A—H +=A=+—~H

HARTEZHE R-ZTZBEE HATEZEE

Outstanding XM 2BE Outstanding

at 1st Lapsed at 31st

January, during December,

2005 2005 2005

HESHA Held by directors 6,100,000 = 6,100,000
HEERA Held by employees 15,600,000 600,000 15,000,000
21,700,000 600,000 21,100,000

BHERER _ZZTM
F-—AZ+N\HEZZ
— =%+t HA=-++HTA
AT E BB ¥ 0.70701T
fiE o

The options are exercisable from 28th January, 2004 to 27th July,
2013 with an exercise price of HK$0.70.
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

27. EEBIE 27. DEFERRED TAXATION
REEBEXARESF At the balance sheet date and during the year, deferred tax liabilities
ANBBERERECE (assets) have been recognised in respect of the temporary differences
RIBELEHRIABE (BE) attributable to the following:
FIEMAT
nE -
BER®ME REER
(H3E) Allowance
Property, for
plant and doubtful Het am
equipment debts Others Total
(Note)
BEFT BETT BRI BEFT
HK$'000 HK$'000 HK$'000 HK$'000
R-ZENFE-F—H At 1st January, 2004 26,079 (5,175) (12) 20,892
Mk GIA) Charge (credit) to
KERKA income for the year 2,762 (1,317) 12 1,457
R-EEMF At 31st December, 2004
+-A=1+-H 28,841 (6,492) - 22,349
ERA B A Adoption of HKAS39
?ﬁ 395 (M5t 24) (note 24) - - 891 891
R-_ZEZR%—-A—H At 1st January, 2005 28,841 (6,492) 891 23,240
ER%%’E Exchange differences 557 (125) - 432
Mk GA) Charge (credit) to
KERKA income for the year 2,843 (2,668) ®) 167
R-ZZL%F
+=-A=+-H At 31st December, 2005 32,241 (9,285) 883 23,839
Mizk: £ Z 5 & @ All- Note:  This mainly represents the tax effect of the temporary differences in relation to
Shanghai Inc. i & 2 the fair value adjustments of property, plant and equipment in connection with
M- BEREKEZ the acquisition of All-Shanghai Inc. and the subsequent accelerated tax
AT EBEEAELER depreciation.
ZMRBIEFTERE
RZERERE2 NG
-2 3
RZZEZETRF+_A= At 31st December, 2005, the Group has unused tax losses of
T—H  XEEZEE HK$142,817,000 (2004: HK$130,687,000) available for offset against
142,817,000 (=ZE = future profits. No deferred tax asset has been recognised due to the
mooFE B K unpredictability of future profit streams.
130,687,0007T) Z i# A&
{55 FF B 18 /65 18 T T 45 8
1 P g Al o B A% 2R A
FmE 2 AEEr - Bt
WEERELEDEE
7o
28. FEFREXRF 28. MAJOR NON-CASH TRANSACTIONS
FA - AEBKEAE During the year, the Group acquired property, plant and equipment
16,789,0007T (Z T Z Y of HK$16,789,000 (2004: HK$14,951,000) which was not yet paid
F : #%14,951,0007T) and was included in trade and other payable and deposit as at the
ME  BERSENS balance sheet date. During the year, the Group also received properties
BEE D RmAZN - of HK$626,000 (2004: Nil) from other debtors in lieu of cash
B ARGEHCZES settlement.
Ko H A PE 5P FRIB A R 3%
o FRN - AEERE
2B B AN ZE B K
626,000 (= Z Z Y
F | 2WE - URE
HWEEN ©
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30.

iR ¢k 48 7 5t 8

AEERBEEREREERH
SHEBEEE - RAEZE
EEASEEELHTA - I
IEFEAERZESHE - A
SERZTERBRAF KA
ER 5% H K - MEER REH
BRI Z K -

AEBEZHRESHHEKE
BT 8 1 2 B R B AR AR A8 A
B2 E - REBARZKE
REMAEZEBEZHERA
EEBRADLZHR - AEHE
LR RNBAG S 2 AEER
fEH E R

RER - A& B F R KEF
& 1 4 508 % 3,800,000
(ZZ=ZHF : B¥2,711,000
JT) °

REHENEE

RZFZT—FXA AEEHHA
mEAREE=FTZLBEER
HAKREERE  RB=T
FoREBEZTRAREE=H
FIM M  AREAE
R-ZFBZF=ZFNAREELEM
FARIEEARY - REFAK
BRI -
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme for
all qualifying employees in Hong Kong. The assets of the
scheme are held separately from those of the Group, in funds
under the control of trustees. The Group contributes 5% of
relevant payroll costs to the scheme, which contribution is
matched by employees.

The PRC employees of the Group are members of a state-
managed retirement benefit scheme operated by the local
government. The Group is required to contribute a specified
percentage of their payroll costs to the retirement benefit
scheme to fund the benefits. The only obligation of the Group
with respect to the retirement benefit scheme is to make the
specified contributions.

During the year, the Group made contributions to the
retirement benefits schemes of HK$3,800,000 (2004:
HK$2,711,000).

OPERATING LEASE COMMITMENTS

In June 2001, the Group entered into an arrangement with a
third party in the PRC to lease the production facilities for
manufacture of cement with a term of twenty years. Under a
supplemental agreement with the third party in the PRC, the
Group has an option to terminate the said lease in June 2003
and at the end of every two years after June 2003. The Group
has no current intention to terminate the lease.

—2ZRF —TTNF
2005 2004
BETT BB T T
HK$'000 HK$'000
KEMEIRT Minimum lease payments
RERNERE under operating leases
X 2 &K recognised as an expense
HERE in the year 1,424 2,086
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Notes to the Financial Statements (Continued)

HE_ZTERF+-_A=+—HLFE

For the year ended 31st December, 2005

30. KEHLYEE (£) 30. OPERATING LEASE COMMITMENTS (Continued)
RZEERFE+ A= At 31st December, 2005, the Group had commitments for future
+—HB  ANEERE L minimum lease payments under the above arrangement and other
M PE R A B 2 Y non-cancellable operating leases for premises which fall due as follows:
ERERAOMAZ T2
AEMT

“EEEF —Z2TmE

2005 2004

BETR BETT

HK$'000 HK$'000

—FR Not later than one year 1,942 1,424
Bid— Later than one year and

BLRAF not later than five years 1,831 1,557

BB A F Later than five years 371 656

4,144 3,637

31. Hfth4E 31. OTHER COMMITMENTS
RZZEZTRF+-A= At 31st December, 2005 the Group had the following commitment:
+—8 " $%@Z7¥<%

ERIRUEN
“EERF —ZETmE
2005 2004
BETR BET T
HK$'000 HK$'000
MIE - BE R Capital expenditure contracted
FE 2B ETR for but not provided for
B R B 15 & in the consolidated financial
R E 2B statements in respect of
A property, plant and equipment 5,533 34,921
32. RAREE 32. CONTINGENT LIABILITIES
“EEEF —Z2TmE
2005 2004
BETR BETT
HK$'000 HK$'000
LATR S 18 1 [ R 17 22 Guarantees given to banks and
B 75 M 1 L R AR financial institutions in
respect of:
ETARESAEE: Banking facilities utilised by:
R RN E R A Fellow subsidiaries 57,692 75,472
BB = 2 BRI R IR Bills of exchange discounted
with recourse - 18,208
57,692 93,680




33. AREALXRS

(1)

R—AAAFE+ZA+R
H - EEXKEEREE 8K
TEA0%HE 2= 2 8 KB
([ EBKEm])ET M
4 o RIEMEL - LBKREE
FpEm _ B8R A
E - HABENWEEEE
HAE (FEZREZRENHE
BzWzE  BERZBEZHT
EZNN10%=mEtE) ;
RQEARE (EEREFTLH
ETREZEHNRRELE
ZEREBEREGEREZE
EEEHE) BHE-ZTT
AE+-A=+—HBIFE
A EBKESN AR
4R%8 575 1 5,852,0007T (=
T POF : 15,230,000
JT) °

RZZZ-_FtAH ' ARQF
HRLZHEKEFRA A
([R%&]) Bt H B E R
ZHET LB HE - AEEMR
B KRE 2 R KB A A
([R&&EHE]) 25T B
REETER MAZEE
Al R BIKRE 2 AEBE
FERRHRER BARQT
AMRERA & B WEE B
1EZ2ERE - RZZEZH
F+ZA=+—8 " L£fFK
T’ARZEERPEZEK
T2 {78 #57,692,0007T (=
TR : AB¥75,472,000
T0) ZER - MARREE R
= RN B 2 (B R
745 8 28,846,0007T (==
=Y 4F : ¥ 45,283,000
T0) Z PR o BTUER & 32 A
ZERBRAFEHENT
RoRFR ARAIMEBE
ENRBRLEIES -

B RS AR M A ()
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For the year ended 31st December, 2005

33. RELATED PARTY TRANSACTIONS

(1

On 16th December, 1995, a leasing agreement was
entered into between Shanghai SAC and Shanghai
Cement Factory (“SCF”), which held a 40% interest
in Shanghai SAC. According to the leasing
agreement, Shanghai SAC should pay to SCF an
annual leasing fee which consisted of (1) a fixed
asset leasing fee mainly based on the depreciation
of the property, plant and equipment leased under
the leasing agreement plus a mark-up of about 10%;
and (2) an usage fee mainly based on the volume of
raw materials off-load and the applicable unit rate
for the relevant raw materials agreed by the parties
when the leasing agreement was signed. During the
year ended 31st December, 2005, Shanghai SAC
paid a total leasing fee of HK$5,852,000 to SCF
(2004: HK$5,230,000).

In July 2002, the Company entered into a master
agreement with Tian An China Investments Company
Limited (“Tian An") for a reciprocal arrangement of
guarantee. Accordingly, the Group provides
guarantees to secure certain borrowings of
subsidiaries of Tian An (the “Tian An Group”) in
Mainland China and Tian An Group provides
guarantees to secure certain borrowings of the
Group in Mainland China. A guarantee fee of 1%
per annum on the principal amount of the
guarantees is chargeable between the relevant
parties. At 31st December, 2005, Shanghai SAC
provided guarantees of HK$57,692,000 (2004:
HK$75,472,000) to secure borrowings of the Tian
An Group in the PRC and the Tian An Group
provided guarantees of HK$28,846,000 (2004:
HK$45,283,000) to secure borrowings of Shanghai
SAC in the PRC. Details of the guarantee fee income
and paid are set out in the table below. During the
year, two directors of the Company were also
directors of Tian An.
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33.

EREALTXREF 33

(%)

BE AKELETZ

RELATED PARTY TRANSACTIONS
(Continued)

In addition, the Group has entered into the following related party

HEMBAEI ST : transactions:
—EEhF —_ZTWF
2005 2004
BETR BET T
HK$'000 HK$'000
(i) REMEBAF (i)  Fellow subsidiaries
FERX Interest charge 546 -
BERE Management fee 690 688
REERKA Guarantee fee income 665 738
REEF Guarantee fee payment 454 341
HELRE  tEA Sales of ceramic tiles, granite
ANREREM and marble products 2,095 6,753
(i) HBEHEARET (i) Subsidiaries of a company
REER R A which has significant
EREmERL beneficial interests in the
NGl iG] Company's ultimate
holding company
R H Insurance paid 188 204
B X Interest charge 4 -
HeHYZ RRE - Rental expenses, air
HERRE conditioning charges,
repairs and maintenance 579 708
(i) HBAAXDF (iii)  Company which has
RIEER A A significant beneficial
EREnEm interests in the Company’s
/N ultimate holding company
EEE Management fee 880 100
(iv) RIBMYERTESER (iv) A law firm in which a former
BN Z RENTT independent non-executive
director is a partner
EEREEER Legal and professional fees 306 150
v FEEREHFME (v)  Key management compensation
e hEMBEEESRM Salaries and other short-term
employee benefits 2,756 5,068
& BRI A A Employment benefit costs 123 89
EERFETHAEZ The remuneration of directors and key executive is determined by the
FEMIBEMEES SR remuneration committee having regard to the performance of
BAZKBREMSBE individuals and market trends.

BE -
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RELATED PARTY TRANSACTIONS (Continued)

RZEZERF+_A=1+— As at 31st December, 2005, the Group has the following significant
gEl CAREBBHLTEKNS balances:
"o
—EERE —EENE
2005 2004
By & BETT BT T
Notes HK$'000 HK$'000
mMBEE Current assets
i &H%Mﬂ% Amounts due from
UNEIF- ¢ fellow subsidiaries a 707 3,381
MEBE Current liabilities
JEE 1<) B 2 F2E AR Amount due to ultimate
R TTAIE holding company a 6,150 5,555
& — 8 [B) & T /&8 Amount due to
NEIE 5 a fellow subsidiary b 9,322 -
JE 1S — iz D & Amount due to
&S] a minority shareholder a 2,623 5,106
JEE 1<) 7 22 Amounts due to
NGIE @ related companies c 4,958 116
FERBEE Non-current liabilities
&1 [B) % [ 8 Amounts due to
GIE/Q: fellow subsidiaries d 152 1,087
JE 1S — iz D & Amount due to
% = R IE a minority shareholder  d 368 2,641
B = Notes:
(a) ZEEHREER 28R (a) The balances are unsecured, non-interest bearing and repayable on demand.
HARERKEE -
(b) ZEBRBERBE (b) The balance represents a loan of HK$9,000,000 and its related interest. The
9,000,0007T & 48 8 F loan is borrowed from a subsidiary of Tian An for operating purpose and is
B ZERNBEREZ unsecured, interest bearing at Hong Kong prime rate plus 3.5% per annum

—HHERREEER
® o WAEER  F88
FERBENMISERA
R—FREE -

(0) ZEBRBEEERBE
4,000,0007T * Jife 8 —FE
RARR B SRR D A
EEREnE@mZIARZ
—EHEA 71% =
BEW ZERBER
- FRABEREET
EM3.5ERBER—FANE
B R T EBRAEER -
% B RBNEREFEE -

(d) FE A 1B 2% B B A B IR )
RN —f D B RARIAR
EER  LERNEER
&k B EE - iR
MRBEINRIFERD - ZF
ERZABMNERREF
5.58[F °

EQ:\D#EEEEE‘E]LEZ/E;{@“D
HRRR G2 HBHNFEEE
EREEXREWT16K17 -

and repayable within one year.

(c) Included in the balance is a loan of HK$4,000,000 which is borrowed from
a subsidiary of a company which has significant beneficial interests in the
Company’s ultimate holding company for general working capital purpose
and is unsecured, interest bearing at Hong Kong prime rate plus 3.5% per
annum and is repayable within one year. The remaining balance is unsecured,
non-interest bearing and repayable on demand.

(d) The amounts due to fellow subsidiaries and the amount due to a minority
shareholder are unsecured, interest-free and repayable by the expiry of the
joint venture agreement and the amounts are therefore shown as non-
current. The effective interest rate of these amounts is 5.58% per annum.

Details of other balances and transactions with related parties at
the balance sheet date are set out in the consolidated balance
sheet and in notes 16 and 17.
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34, KT zEEE®E 34. BALANCE SHEET INFORMATION OF THE COMPANY

REEH - ARE2E Balance sheet information of the Company at the balance sheet date
EBERERERE includes:
—ETHE —ZTNEF
2005 2004
B BEFT BT T
Notes HK$'000 HK$'000
ERBEE NON-CURRENT ASSET
B 46 BT BB 2 B 4 2 Interests in subsidiaries a 314,075 316,452
EEE CURRENT ASSETS
E b e Uk 5008 KR TB S FRIE Other receivables
and prepayments 226 81
RITHEFRIAS Bank balances and cash 91 4,535
317 4,616
REBAE CURRENT LIABILITIES
E b & 5 0B Other payables 755 1,000
P&~ B 4R 4R B R Rl SR IR Amount due to ultimate
holding company 1,467 1,544
NGNGB ] Amount due to subsidiaries a 7,758 7,724
FEfT— & R R 5KIE Amount due to a related
company - 116
D HISR 1T E 3R - EIE IR Short term bank loan,
unsecured 13,500 15,000
23,480 25,384
REBEEFE NET CURRENT LIABILITIES (23,163) (20,768)
HEERRBAR TOTAL ASSETS LESS
CURRENT LIABILITIES 290,912 295,684
IR 2 R % 4 CAPITAL AND RESERVES
% 7 Share capital 182,349 182,349
& Reserves b 108,563 113,335

290,912 295,684
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KATZ2EESEME 34. BALANCE SHEET INFORMATION OF THE COMPANY
REHR (B) (Continued)
a. RE QA2 an Interests in Subsidiaries/Amounts due to
AT Subsidiaries
B~ "l IE
FNNE
THE COMPANY
—EZRE —TENEF
2005 2004
BETT BT T
HK$'000 HK$'000
EEMEE Unlisted investments 47,642 16,003
& U BT BB A B B IE R B A Amounts due from
subsidiaries less allowances 266,433 300,449
314,075 316,452
FE S I B A B F0B Amounts due to subsidiaries 7,758 7,724

EZRARKKEAR
ﬂ’IEZEEE{EW%ﬁ&
J& A PR I 2 B 5ROA B E
NF{EEE

ARABEEWNEBRFR
—EFREt+=-A=T
—HZHEBEHNKE
35°

JRE Wo B B R B R IR A A
£ 2B REEEER
R -EEZRL AW
RETEREERE T
“EAREER  8IR
R o

I 45 AF f] Y 18 X AR F
AE BT S A A B
BB T AESE

The directors consider that the carrying amounts of amounts
due from subsidiaries less allowances and amounts due to
subsidiaries approximate their fair values.

Particulars of the principal subsidiaries of the Company at 31st
December, 2005 are set out in note 35.

The amounts due from subsidiaries are unsecured, interest-
free and have no fixed terms of repayment. In the opinion of
the directors, the amounts will not be repayable in the next
twelve months from the balance sheet date and the amounts
are therefore shown as non-current.

None of the subsidiaries had any debt securities outstanding
at the end of the year or any time during the year.
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34, KATzEEE®ER 34. BALANCE SHEET INFORMATION OF THE

'8 (E) COMPANY (Continued)
b. ZXARZ@EE b. Reserves of the Company
RARE 1A
@ Capital B4R Rt ER
< redemption Contributed  Accumulated B
= reserve surplus profits Total
e BETR  BETR BT BETR
=] HK$'000 HK$'000 HK$'000 HK$'000
m
% =
qu LN THE COMPANY
& RZZEME-A—-H At 1st January, 2004 918 94,585 22,945 118,448
*j‘j‘; REFF Profit for the year - - 24,063 24,063
BNZES=E7RE Dividend paid for 2003 - (29,176) - (29,176)
R-ZEMEF-A=1-H At 315t December, 2004 918 65,409 47,008 113,335
REFR Loss for the year = = 4,772) (4,772)
R-ZZRET_A=1-H At 315t December, 2005 918 65,409 42,236 108,563
RRBIZEHBERIE The contributed surplus of the Company represents the aggregate
AR I8 2 A - of:
(a) All Gold (a) the difference between the consolidated shareholders’ funds
Investments of All Gold Investments Limited and its subsidiaries at the
Limited & H date on which the corporate reorganisation became
M QRN A effective and the nominal amount of the Company’s shares
AIEHAEME issued under the reorganisation;
HiZ im B IR
BEHEARRT]
1R 15 78 Fr 2%
TR EEZ
ZH
(b) RZET_F (b) a net balance arising from reduction of issued share capital
IR B TR and share premium after setting off accumulated losses of
PAYSEF PN the Company during 2002 and after deducting the
RIRFTEEZ accumulated dividend paid from contributed surplus to
A% 7 4 (B T 22 shareholders.

£ ZRERE
B RAERIA
BRX 22
AR (BE
oA %) K
% o
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Notes to the Financial Statements (Continued)
BE-_ZZRnE+_-_A=+—BILEE

For the year ended 31st December, 2005

BALANCE SHEET INFORMATION OF THE COMPANY

(Continued)
b. Reserves of the Company
(Continued)

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus of the Company is available for distribution.
However, the Company cannot declare or pay a dividend or

make a distribution out of contributed surplus if:

(a) it is, or would after the payment be, unable to pay its

R sk R liabilities as they become due; or
&S
82 5 5
B 5 sk
(b) RNRAAE (b) the realisable value of its assets would thereby be less
E g than the aggregate of its liabilities and its issued share
R E & capital and share premium accounts.
1A
Ha{ -
B#&TR
ZANSEER )
(B R 2
B o
PiN/NEC I K2 oS The Company’s reserves available for distribution to
T IR R 2 7 4o shareholders are as follows:
T -
—EERE —ZETWEF
2005 2004
BETR BET T
HK$'000 HK$'000
EHRBR Contributed surplus 65,409 65,409
Z5ta A Accumulated profits 42,236 47,008
107,645 112,417
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Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE

For the year ended 31st December, 2005

35. TENBARZHE 35. PARTICULARS OF PRINCIPAL
SUBSIDIARIES
ADAFE
BRITRE/
BRTR &Rz LA
I3 AL, BERE/ Proportion of
g BB E3UE-E issued share
il Place of Issued and fully capital/registered TEXR
g MEARER incorporation/ paid share capital/ capital held Principal
5\3‘ Name of subsidiary registration registered capital by the Company activities
> iE HE
E Directly Indirectly
4 % %
All-cement Limited EBRZHS LAk = 100 REER
British Virgin Islands (EW Investment holding
Ordinary
US$1
All-Shanghai Inc. RBRTHE gl - 833 KEBEERK
British Virgin Islands 15,376,500 7T Investment holding
Ordinary

US$15,376,500

Interform Building EBREUEHS L Ek = 100 EBEEM
Material Supplies British Virgin Islands 1003 7T Trading of building
Limited Ordinary materials
us$100
Interform Construction EBREUEHS LAk - 100 REERK
Supplies Limited British Virgin Islands 2ETT BEEM
Ordinary Investments holding
Uss$2 and trading of

building materials

Interform Strategic EBREUES L Ek - 100 H®REZER
Holdings Limited British Virgin Islands 2ETT Investment holding
Ordinary
Uss$2
THENEEBRAR BB EaR 100 - REER
SAC Building Material Hong Kong % 5,000,0007C Investment holding
Holdings Limited Ordinary

HK$5,000,000
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

35. TEMBARZHE 35. PARTICULARS OF PRINCIPAL )
(%) SUBSIDIARIES (Continued) 3
5
ADAFE >
BRARE/ g
BRTR &Rz LA r;n‘
FMEL BERK/ Proportion of 2
Bt B HMER issued share =
Place of Issued and fully capital/registered TEXR %
MEARER incorporation/ paid share capital/ capital held Principal =
Name of subsidiary registration registered capital by the Company activities §
EE & &
Directly Indirectly %U
% % =
S

SAC Engineering RBRTHES il = 100 ®HEZEK

Limited British Virgin Islands 50,000 T Investment holding
Ordinary
US$50,000
TBMIBERAA & gL - 100 EBEEEM
SAC Engineering Hong Kong 78 #10,000,0007C Trading of building
Company Limited Ordinary materials

HK$10,000,000

SAC Enterprises Limited BE LR 100 - REERFR#
Hong Kong A 1,0007T EERY
Ordinary Provision of
HK$1,000 management
services to group
companies
FEMBEEERAA 0 Rl - 100 ASERARE
SAC Finance Company Hong Kong B 10070 B 75 AR %
Limited Ordinary HK$100 Provision of financing
services to group
companies
B FEEAORE R 1N HAMER - 100 HERDHEHKER
ARAA (Ff3Ea) 1,000,000% 7T R
Shandong Shanghai Mainland China Registered capital Manufacture and
Allied Cement Co., Ltd (Note a) US$1,000,000 distribution of

cement and
clinker




[
<y
=
i
K|
]
IS
*
it
&
Py
4

B | R M EE (B8)

Notes to the Financial Statements (Continued)
BE-_ZZERNE+_A=+—HIEE
For the year ended 31st December, 2005

35. TEMBARZHRE 35. PARTICULARS OF PRINCIPAL
(%) SUBSIDIARIES (Continued)
ADAFE
BRITRE/
BRTR &Rz LA
AL, BERE/ Proportion of
BB E3UE-E issued share
Place of Issued and fully capital/registered TEXR
MEARER incorporation/ paid share capital/ capital held Principal
Name of subsidiary registration registered capital by the Company activities
EE &
Directly Indirectly
% %
FBBAKEERAR LN 3 & A - 60 HERDHEKER
Shanghai Allied Cement (B 5Eb) 24,000,000% 7T Rt
Limited Mainland China Registered capital Manufacture and
(Note b) US$24,000,000 distribution of
cement and
clinker
FEKEEEERAF B EER 100 - REERK
Shanghai Allied Cement Hong Kong 7% 10,000,0007T Investment holding
Holdings Limited Ordinary
HK$10,000,000
WIERE S RKRE B A BE BRAN-EN - 95 AEERDHEKER
BRAA (KtEb) 9,200,000% 1. A
Shandong Allied Mainland China Registered capital Manufacturing and
Wangchao Cement (Note b) US$9,200,000 distribution of
Limited cement and
clinker
AT EZE G M o B K B wt fii & 2 - - EBEEM
BRAA] (P ) AR #1,500,0007C Trading of building
([FRINEE]) Mainland China Registered capital materials
("SZ TRIWA") (Note ¢) RMB 1,500,000
LEEZEIEAEN SCTPN S BRAN-EN - - EEEM
ARAT (it &Ec) AR #5,000,0007T Trading of building
([EBEZE]) Mainland China Registered capital materials
("SH TRIWA") (Note c) RMB5,000,000
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Notes to the Financial Statements (Continued)
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For the year ended 31st December, 2005

35. FEMBATRIZHE 35. PARTICULARS OF PRINCIPAL w
(%) SUBSIDIARIES (Continued) 2
S
=
EAR % >
BRITRE/ 2
BRTR it fit & A 2 b Bl r;Q
FMEL BERK/ Proportion of 2
Bt B HMER issued share =
Place of Issued and fully capital/registered TEXR %
MEARER incorporation/ paid share capital/ capital held Principal =
Name of subsidiary registration registered capital by the Company activities z
3
B % 5
Directly Indirectly %ﬂ
% % =
3
(9]
Sl =S LEpN H &R - - HERDHEEH
ARAA (Bt 3 d) AR #4,000,0007T Manufacture and
Beijing Shanglian Mainland China Registered capital distribution of
Shoufeng Construction (Note d) RMB4,000,000 slag powder
Materials Limited
B 7 Note:
a. ZHBAR D —HINEEERE - a. The subsidiary is a wholly owned enterprise with foreign capital.
b. ZEMBARITIEZERINEGBERE - b. The subsidiaries are non-wholly owned Sino-foreign joint
venture.
c. ARINBER FBBESFH=ZBALTR c. The Company does not have any equity interest in the
MEANTHE  ARAREEZFME registered capital of SZ TRIWA and SH TRIWA as they are
AW EEEE I E = o RIBHFRY owned by three individuals and two individuals respectively.
BER BEE  RYIBER HIEEE Pursuant to certain agreements among SZ TRIWA and SH
ZHEBEANBREEBT L 2ETHE R TRIWA, the owners of SZ TRIWA and SH TRIWA and the Group,
NEZER EBBREZHAEARERARE the owners of SZ TRIWA and SH TRIWA agreed to assign the
EEEVZIRBRBEEEESL2BEE power to appoint and remove all the members of the board of
E2HEN UARAERRIEER LF directors of and to govern the financial and operating policies
BEHBRICEBEREN « ARG of SZ TRIWA and SH TRIWA to the Group and to transfer all
RNBER LEBEZ2MEFEEAR results of SZ TRIWA and SH TRIWA to the Group. Accordingly,
B At AINBEEREBEEDR SZ TRIWA and SH TRIWA are treated as subsidiaries of the
AARZHMBARIGE  r MEFEZE Company and their results, assets and liabilities are consolidated
B BERABHEREHTEAREERE with those of the Group. The registered capital of SZ TRIWA
B BERABRB RINEERLEEE and SH TRIWA were contributed by the Group.
ZEMEATEAEELE -
d ZHBAR AR BEEZHZ2EWNBR d. The subsidiary is a non-wholly owned subsidiary of SZ TRIWA,

A H80%iEMEARTIMAKEHLE -

Z

ERAGFAEERATEZEARE
AEREEIBRAEERILNEE
HEFEZARAMBLAR  -EFR
o MBS E A E AR ZFE - Al
CEYERBHITE -

of which 80% registered capital was contributed by the Group.

The above list includes the subsidiaries of the Company

which, in the opinion of the directors, principally affect

the results of the Group for the year or form a

substantial portion of the assets and liabilities of the

Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of

excessive length.






