Greater China Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

1.

GENERAL
The Company was incorporated in Bermuda as an exempted company with limited liability under
the Companies Act 1981 of Bermuda (as amended) and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses of the registered office
and principal place of business of the Company are disclosed in the Corporate Information
section of the annual report.

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

The Group is principally engaged in property investment, securities trading, production and sale
of fertilizers and chemicals.

2.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
In preparing the consolidated financial statements, the directors have given careful consideration
to the future liquidity of the Company and its subsidiaries (the “Group”) in light of the Group’s net
current liabilities of HK$11,486,000 at 31 December 2005. The directors are satisfied that,
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with the net long term bank loan of HK$41,000,000 obtained subsequent to the balance sheet
date as detailed in Note 36(b), the Group is able to meet in full its financial obligations as they
fall due for the foreseeable future. Accordingly, the financial statements have been prepared on
a going concern basis.

3.

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS
In the current year, the Group has applied, for the first time, a number of new Hong Kong
Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKAS”) and
Interpretations (hereinafter collectively referred to as “new HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) that are effective for accounting periods
beginning on or after 1 January 2005. The application of the new HKFRSs has resulted in a
change in the presentation of the consolidated income statement, consolidated balance sheet
and consolidated statement of changes in equity. In particular, the presentation of minority
interest has been changed. The change has 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 periods are prepared
and presented:
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3.

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS (Continued)
Owner-occupied leasehold interest in land
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. 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 land lease prepayment 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 4 for the financial
impact).

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. The application of HKAS 32 has had no material effect on the
presentation of financial instruments in the Group’s financial statements. HKAS 39 generally

27

does not permit to recognise, derecognise or measure financial assets and liabilities on a
retrospective basis. The principal effects resulting from the implementation of HKAS 39 are
summarised below:
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3.

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS (Continued)
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.

By 31 December 2004, the Group classified and measured its investments in equity securities in
accordance with the benchmark treatment of Statement of Standard Accounting Practice 24
(SSAP 24). Under SSAP 24, investments in equity securities are classified as “investment
securities” or “other investments” as appropriate. “Investment securities” are carried at cost less
impairment losses (if any) while “other investments” are measured at fair value, with unrealised
gains or losses included in the profit or loss. From 1 January 2005 onwards, the Group
classifies and measures its investment equity securities in accordance with HKAS 39. Financial
assets are classified as “financial assets at fair value through profit or loss”, “available-for-sale
financial assets” or “loans and receivables”. The classification depends on the purpose for which
the assets are acquired. “Financial assets at fair value through profit or loss” and “available-forsale financial assets” are carried at fair value, with changes in fair values recognised in profit or
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loss and equity respectively except for investments in equity instruments that do not have a
quoted market price in an active market and whose fair value cannot be reliably carried. Such
equity investments are measured at cost less impairment. “Loans and receivables” are measured
at amortised cost using the effective interest method.

This change has been applied prospectively and has no effect to the Group’s deficit as at 1
January 2005 (See Note 4 for the financial impact).
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3.

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS (Continued)
Investment properties
In the current year, the Group has applied HKAS 40 Investment Property. The Group has elected
to use the fair value model to account for its investment properties which requires gains or
losses arising from changes in the fair value of investment properties to be recognised directly in
the profit or loss for the year in which they arise. In previous years, investment properties under
the predecessor standard were measured at open market values, with revaluation surplus or
deficits credited or charged to investment property revaluation reserve unless the balance on
this reserve was insufficient to cover a revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the investment property revaluation reserve was
charged to the income statement. Where a decrease had previously been charged to the income
statement and revaluation subsequently arose, that increase was credited to the income
statement to the extent of the decrease previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply HKAS 40 from 1 January 2005 onwards.
This change has had no effect on the Group’s deficit at 1 January 2005 as the Group had no
investment property revaluation reserve as at that date.
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Deferred taxes related to investment properties
In previous years, deferred tax consequences in respect of revalued investment properties were
assessed on the basis of the tax consequence that would follow from recovery of the carrying
amount of the properties through sale in accordance with the predecessor interpretation. In the
current year, the Group has applied HKAS Interpretation 21 Income Taxes – Recovery of Revalued
Non-Depreciable Assets (“HKAS INT 21”) which removes the presumption that the carrying
amount of investment properties are to be recovered through sale. Therefore, the deferred tax
consequences of the investment properties are now assessed on the basis that reflect the tax
consequences that will follow from the manner in which the Group expects to recover the
property at each balance sheet date. In the absence of any specific transitional provisions in
HKAS INT 21, this change in accounting policy has been applied retrospectively (See Note 4 for
the financial impact).

Annual Report

2005

Greater China Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

3.

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS (Continued)
Business Combinations
In the current year, the Group has applied HKFRS 3 Business Combinations. 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 has discontinued amortising such goodwill
from 1 January 2005 onwards and goodwill will be tested for impairment at least annually/in the
financial period in which the acquisition takes place. Goodwill arising on acquisitions after 1
January 2005 is measured at cost less accumulated impairment losses (if any) after initial
recognition. In accordance with the transitional provisions of HKFRS 3, the Group eliminated the
carrying amount of goodwill by the related accumulated amortisation of HK$820,000. This
change has had no effect on the Group’s deficit as at 1 January 2005.

4.

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
The effects of changes in the accounting polices described above on the results for the current
and prior year, which has decreased (increased) the profit for current and prior year, is as

30

follows:

2005

2004

HK$’000

HK$’000

Increase (decrease) in deferred taxes relating to
the investment properties

6,040

(447)
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4.

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(Continued)
The cumulative effects of the application of the new HKFRSs as at 31 December 2004 and 1
January 2005 are summarised below:
As at

As at

31 December
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As at

2004
(originally

December

1 January

HKAS

2004

2005

stated)

HKAS 1

HKAS 17

INT 21

(restated)

HKAS 39

(restated)

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

(Note 3)

(Note 3)

(Note 3)

(Note 3)

(Note 3)

Balance sheet
Property, plant and
equipment
Land lease prepayment
Investments in securities

8,306

–

(3,510)

–

4,796

–

4,796

–

–

3,510

–

3,510

–

3,510

22,214

–

–

–

22,214

–

–

–

–

–

3,000

3,000

–

–

–

–

–

19,214

19,214

(1,104)

–

–

447

(184)

(22,214)

–

Available-for-sale
investments
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Financial assets at fair value
through profit or loss
Deferred taxation
Minority interests

(657)

–

(657)

184

–

–

–

–

–

103,830

–

–

–

103,830

–

103,830

133,062

184

–

447

133,693

–

133,693

1,192

–

–

–

1,192

–

1,192

Share premium

348,091

–

–

–

348,091

–

348,091

Deficit

(216,221)

–

–

447

(215,774)

–

(215,774)

133,062

–

–

447

133,509

–

133,509

–

184

–

–

184

–

184

133,062

184

–

447

133,693

–

133,693

Other assets and liabilities
Total effects on assets
and liabilities
Share capital

Total effects on:
Equity attributable to equity
holders of the Company
Minority interests

The application of the new HKFRS does not have financial effects to the Group’s equity on 1
January 2004.
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4.

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(Continued)
The Group has not early applied the following new standards and interpretations that have been
issued but are not yet effective. The directors of the Company anticipate that the application of
these Standards or Interpretations will have no material impact on the financial statements of
the Group.

HKAS 1 (Amendment)

Capital Disclosure 1

HKAS 19 (Amendment)

Actuarial Gains and Losses, Group Plans and Disclosures2

HKAS 21 (Amendment)

Net investment in a foreign operation2

HKAS 39 (Amendment)

Cash Flow Hedge Accounting of Forecast Intragroup
Transactions2

HKAS 39 (Amendment)

The Fair Value Option2

HKAS 39 and HKFRS 4

Financial Guarantee Contracts2

(Amendments)
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HKFRS 6

Exploration for and Evaluation of Mineral Resources2

HKFRS 7

Financial Instruments: Disclosures 1

HK (IFRIC) – INT 4

Determining whether an Arrangement Contains a Lease2

HK (IFRIC) – INT 5

Rights to Interests Arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds2

HK (IFRIC) – INT 6

Liabilities arising from Participating in a Specific
Market-Waste Electrical and Electronic Equipment3

HK(IFRIC) – INT 7

Applying the restatement approach under HKAS 29
Financial Reporting in Hyperinflationary Economies4

1

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

2

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

3

Effective for annual periods beginning on or after 1 December 2005.

4

Effective for annual periods beginning on or after 1 March 2006.
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5.

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared on the historical cost basis except for
certain properties and financial instruments, which are measured at fair values, as explained in
the accounting policies set out below.

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 SEHK and by the Hong Kong
Companies Ordinance.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and
its subsidiaries.

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.
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Where necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies in 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 combination 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.

Revenue recognition
Rental income is recognised on a straight-line basis over the relevant lease term.

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

Sale proceeds on trading of securities are recognised on a trade date basis when the sale and
purchase agreement becomes unconditional.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)
Interest income from a financial asset is accrued on a time basis, by reference to the principal
outstanding and at the effective 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.

Property, plant and equipment
Property, plant and equipment, other than factory building under construction, are stated at cost
less depreciation and amortisation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property, plant and equipment, other
than factory building under construction, over their estimated useful lives and after taking into
account their estimated residual value, using the straight-line method, at the following rates per
annum:

Buildings
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5%

Plant and machinery

10% – 20%

Furniture, fixtures and equipment

10% – 33%

Motor vehicles

20%

Factory buildings under construction are stated at cost less any impairment losses, and are not
depreciated. They are reclassified to the appropriate category of property, plant and equipment
when completed and ready to use.

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 derecognition 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.

Leasehold land held for owner-occupied purpose
The leasehold land component is classified as a land lease prepayment and is amortised on a
straight-line basis over the lease term.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment properties
On initial recognition, investment properties are measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment properties are measured
using the fair value model. Gains or losses arising from changes in the fair value of investment
property are included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use or no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in the income statement
in the year in which the item is derecognised.

Impairment
At each balance sheet date, the Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
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amount of the asset is reduced to its recoverable amount. An impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset 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 in prior years. A reversal of an impairment loss is recognised as
income immediately.

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

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing (Continued)

As lessor
Rental income from operating leases is recognised in the income statement on a straight-line
basis over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset and recognised as an
expense on a straight-line basis over the lease term.

As lessee
Rentals payable under operating leases 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.

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

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognised in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms part of the Group’s net investment in
a foreign operation, in which case, such exchange differences are recognised in equity in the
consolidated financials statements. Exchange differences arising on the retranslation of nonmonetary items carried at fair value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items in respect of which gains and
losses are recognised directly in equity, in which cases, the exchange differences are also
recognised directly in equity.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies (Continued)
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 Group (i.e.
Hong Kong dollars) at the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which case, the exchange rates prevailing at the
dates of transactions are used. Exchange differences arising, if any, are recognised as a
separate component of equity (the translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is disposed of.

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 items that are never taxable or
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deductible. The Group’s liability for current tax is calculated using tax rates that have been
enacted or substantially enacted by the balance sheet.

Deferred tax is recognised on differences between the carrying amount 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.

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 is realised based on the tax rates that have been enacted or
substantially enacted by the balance sheet date. 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.

Annual Report

2005

Greater China Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Retirement benefit costs
Payments to the Mandatory Provident Fund Scheme (the “MPF Scheme”) and state-managed
retirement benefit scheme are charged as an expense as they fall due.

Financial instruments
Financial assets and financial liabilities are recognised on the balance sheet when a group entity
becomes a party 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
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.

Financial assets
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The Group’s financial assets are mainly classified into financial assets at held-for-trading
investments, loans and receivables or available for sale investments. All regular way purchases
or sales of financial assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace. The accounting
policies adopted in respect of each of the categories of the Group’s financial assets are set out
below:

–

Held-for-trading investments

At each balance sheet date subsequent to initial recognition, held-for-trading investments
are measured at fair value, with changes in fair value recognised directly in profit or loss in
the period in which they arise.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)
–

Available-for-sale financial assets

Available-for-sale financial assets include available-for-sale investments and are non-derivatives
that are either designated or not classified as financial assets at fair value through profit or
loss, loans and receivables or held-to-maturity investments. At each balance sheet date
subsequent to initial recognition, available-for-sale financial assets are measured at fair
value. Changes in fair value are recognised in equity, until the financial asset is disposed of
or is determined to be impaired, at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised in profit or loss. Where fair
value cannot be measured reliably, such equity investments are measured at cost less
impairment. Any impairment losses on available-for-sale financial assets are recognised in
profit or loss. Impairment losses on available-for-sale equity investments will not reverse in
subsequent periods through profit or loss.

–
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade receivables, deposits, and bank balances
and cash) 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 asset’s 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 the 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.
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5.

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 instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.

–

Financial liabilities

Financial liabilities include trade and other payables, amount due to a minority shareholder,
rental deposits and bank borrowings are subsequently measured at amortised cost, using
the effective interest rate method.
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–

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of
direct issue costs.

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 when the 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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6.

KEY SOURCES OF ESTIMATION UNCERTAINTY
The key assumptions concerning the future, and other key sources of estimation uncertainty at
the balance sheet date, that have a significant risk of causing a material adjustment to carrying
amount of the assets and liabilities within the next financial year, are discussed below.

Useful lives and impairment assessment of property, plant and equipment
Property, plant, and equipment are stated at cost less accumulated depreciation and identified
impairment losses. The estimation of useful lives impacts the level of annual depreciation expense
recorded. Property, plant, and equipment are evaluated for possible impairment on a specific
asset basis or in groups of similar assets, as applicable. This process requires management’s
estimate of future cash flows generated by each asset or group of assets. For any instance
where this evaluation process indicates impairment, the relevant asset’s carrying amount is
written down to recoverable amount and the amount of the write-down is charged against the
results of operations.

Allowance for bad and doubtful debts
The provisioning policy for bad and doubtful debts of the Group is based on the evaluation of
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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.

7.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group’s major financial instruments include borrowings, trade and other receivables, deposits,
trade and other payables amounts due to directors, amounts due to minority shareholder and
rental deposits. Details of these financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on how to mitigate these risks are
set out below. The management manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Market risk

(i)

Currency risk
Certain trade receivables and payables of the Group are denominated in foreign currencies.
The Group currently does not have a foreign currency hedging policy. However, the
management monitors foreign exchange exposure and will consider hedging significant
foreign currency exposure should the need arises.
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7.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Market risk (Continued)

(ii)

Interest rate risk
The Group’s fair value interest rate risk relates to variable-rate borrowings. The interest
rate and terms of repayment of bank borrowings of the Group are disclosed in note 27. The
Group currently does not have an interest rate hedging policy. However, the management
monitors interest rate change exposure and will consider hedging significant interest rate
change exposure should the need arised.

(iii) Price risk
The Group’s held-for-trading investments are measured at fair value at each balance sheet
date. Therefore, the Group is exposed to equity security price risk. The management
manages this exposure by maintaining a portfolio of investments with different risk profiles.

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

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

Liquidity risk
The Group managed the liquidity structure of its assets, liabilities and commitments in view of
market conditions and its business needs. Management comprising executive directors monitored
the liquidity position of the Group on an ongoing basis to ensure the availability of sufficient liquid
funds to meet all obligations as they fell due and to make the most efficient use of the Group’s
financial resources.

The directors are satisfied that, with the net long term bank loan of HK$41,000,000 obtained
subsequent to the balance sheet date as detailed in Note 36(b), the Group is able to meet in full
its financial obligations as they fall due for the foreseeable future.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

8.

REVENUE AND SEGMENT INFORMATION
Revenue represents the amounts received and receivable from sales of goods by the Group to
outside customers, less return and allowances, proceeds from securities trading, and rental
income during the year.

Business segments
For management purposes, the Group is currently organised into production and sale of fertilizers
and chemicals, property investment and investment holding divisions, which are the basis on
which the Group reports its primary segment information.

Segment information about these businesses is presented below.

INCOME STATEMENT

For the year ended 31 December 2005

Production
and sale

SEGMENT REVENUE

43

of fertilizers

Property

Investment

and chemicals

investment

holding

Consolidated

HK$’000

HK$’000

HK$’000

HK$’000

5,796

9,557

23,326

38,679

61,381

2,661

63,547

RESULTS
Segment result

Unallocated corporate income

(495)

32

Unallocated corporate expenses

(8,491)

Unallocated finance costs

(5,891)

Profit before taxation

49,197

Income tax charge

6,040

Profit for the year

43,157
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8.

REVENUE AND SEGMENT INFORMATION (Continued)
Business segments (Continued)
For the year ended 31 December 2004

Production
and sale

SEGMENT REVENUE

of fertilizers

Property

Investment

and chemicals

investment

holding

Consolidated

HK$’000

HK$’000

HK$’000

HK$’000

6,420

8,235

552

15,207

17,607

4,399

19,734

RESULTS
Segment result

(2,272)

Unallocated corporate expenses

(4,863)

Unallocated finance costs

(2,923)
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Profit before taxation
Income tax credit

Profit for the year

11,948
(113)

12,061

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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8.

REVENUE AND SEGMENT INFORMATION (Continued)
Business segments (Continued)
BALANCE SHEET

At 31 December 2005
Production
and sale
of fertilizers

Property

Investment

and chemicals

investment

holding

Consolidated

HK$’000

HK$’000

HK$’000

HK$’000

5,168

339,590

14,601

359,359

ASSETS
Segment assets
Unallocated corporate assets

9,450

Consolidated total assets

368,809

LIABILITIES
Segment liabilities

1,742

7,658

–

9,400

Unallocated corporate liabilities

159,085

Consolidated total liabilities

168,485
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At 31 December 2004
Production
and sale
of fertilizers

Property

Investment

and chemicals

investment

holding

Consolidated

HK$’000

HK$’000

HK$’000

HK$’000

9,995

267,323

22,214

299,532

ASSETS
Segment assets
Unallocated corporate assets

4,026

Consolidated total assets

303,558

LIABILITIES
Segment liabilities

1,153

8,190

–

9,343

Unallocated corporate liabilities

160,522

Consolidated total liabilities

169,865

Annual Report

2005

Greater China Holdings Limited
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8.

REVENUE AND SEGMENT INFORMATION (Continued)
Business segments (Continued)
OTHER INFORMATION

For the year ended 31 December 2005

Production
and sale
of fertilizers

Property

Investment

and chemicals

investment

holding

Others

HK$’000

HK$’000

HK$’000

HK$’000

Capital additions

410

–

–

421

Amortisation and depreciation

419

–

–

43

of fertilizers

Property

Investment

and chemicals

investment

holding

Others

HK$’000

HK$’000

HK$’000

HK$’000

8,834

–

–

–

624

–

–

–

1,193

–

–

–

813

–

–

–

For the year ended 31 December 2004

Production
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and sale

Capital additions
Acquisition of subsidiaries
Other additions
Amortisation and depreciation
Impairment loss on buildings

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

8.

REVENUE AND SEGMENT INFORMATION (Continued)
Geographical segments
The following table provides an analysis of the Group’s sales by geographical market, irrespective
of the origin of the goods/services:

Sales revenue by
geographical market

Hong Kong
Other regions in the People’s Republic of China (the “PRC”)

2005

2004

HK$’000

HK$’000

32,883

8,787

5,796

6,420

38,679

15,207

The following is an analysis of the carrying amount of segment assets and additions to property,
plant and equipment, land lease prepayment and goodwill, analysed by geographical area in which

47

the assets are located.

Additions

Hong Kong
PRC

Carrying

to property, plant and

amount of

equipment, land lease

segment assets

prepayment and goodwill

2005

2004

2005

2004

HK$’000

HK$’000

HK$’000

HK$’000

363,641

293,515

421

8

5,168

10,043

410

10,270

368,809

303,558

831

10,278
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9.

FINANCE COSTS
2005

2004

HK$’000

HK$’000

5,721

2,575

229

190

–

219

5,950

2,984

2005

2004

HK$’000

HK$’000

72

60

–

820

462

313

534

1,193

550

400

–

55

11

–

Interest on:
Bank borrowings wholly repayable within five years
Other advances wholly repayable within five years
Consideration payable for acquisition of subsidiaries (note 26)

10. PROFIT BEFORE TAXATION

Profit before taxation has been arrived at after
charging (crediting):
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Amortisation of land lease payments
Amortisation of goodwill
Depreciation of property, plant and equipment

Auditors’ remuneration
– current year
– underprovision in prior years
Loss on disposal of property, plant and equipment
Rental income less outgoings

(8,965)

Realised (gain) loss on sale of investments

(4,159)

Staff costs including directors’ emoluments

5,669

(6,879)
40
3,407

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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11. DIRECTORS’ EMOLUMENTS
The emoluments paid or payable to each of the 11 (2004: 7) directors were as follows:

Terence,
Xu

Liu

Ying Ming Hui

Ma

Chan

Zhang

Wang

Xiaoling Sze Hon

Shuang

Xianjun

Wan

Karl,
Liu

Ching

Tze Fan Fengliang

Men Ky

Lin Laurence,
Ruei

Shu

Total

Min Wa Tung

2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Fees

–

–

–

–

10

72

72

73

100

100

100

527

1,074

1,074

662

273

–

–

–

–

–

–

–

3,083

–

–

–

6

–

–

–

–

–

–

–

6

1,074

1,074

662

279

10

72

72

73

100

100

100

3,616

Other emoluments
Salaries and other benefits
Contribution to retirement
benefits schemes

Total emoluments

Terence,

Fees

Xu

Liu

Zhang

Li

Wang

Lin

Wan

Total

Ying

Ming Hui

Shuang

Weibin

Xianjun

Fengliang

Tze Fan

2004

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

–

–

120

90

120

30

30

390

960

960

–

–

–

–

–

1,920

–

–

–

–

–

–

–

–

960

960

120

90

120

30

30

2,310
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Other emoluments
Salaries and other benefits
Contribution to retirement
benefits schemes

Total emoluments

No director waived any emoluments in the years ended 31 December 2005 and 2004.
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For the year ended 31 December 2005

12. EMPLOYEES’ EMOLUMENTS
Of the five individuals with the highest emoluments in the Group, three (2004: two) are directors
of the Company whose emoluments are included in note 11 above. The emoluments of the
remaining two (2004: three) individuals are as follows:

Salaries and other benefits
Retirement benefit scheme contributions

2005

2004

HK$’000

HK$’000

885

586

9

28

894

614

13. INCOME TAX CHARGE (CREDIT)
The charge (credit) for the year represented by changes in deferred tax (note 30).

No provision for taxation has been made in the financial statements as the Group incurred tax

50

loss for the current year. The assessable profit derived in last year was wholly absorbed by tax
losses brought forward.

Pursuant to the relevant laws and regulations in the PRC, a subsidiary in the PRC is entitled to
exemption from PRC enterprise income tax for the first two years commencing from its first
profit-making year of operation, followed by a 50% deduction for the next three years. No
provision for PRC income tax has been made as the subsidiary is not making profit in the year.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

13. INCOME TAX CHARGE (CREDIT) (Continued)
The income tax charge (credit) for the year can be reconciled to the profit before taxation per
the income statement as follows:
2005

2004

HK$’000

HK$’000
(restated)

Profit before taxation
Tax charge (credit) at Hong Kong profits tax rate of 17.5%
Tax effect of non-deductible expenses
Tax effect of non-taxable income
Tax effect of tax losses not recognised
Tax effect of utilisation of tax losses not previously recognised
Tax effect of utilisation of tax assets not previously recognised

49,197

11,948

8,609

2,091

1,268

1,150

(1,340)

(1,561)

1,144

91

–

(1,819)

(3,648)

–

Effect of tax concession granted to a PRC subsidiary

–

(94)

Others

7

29

Income tax charge (credit) for the year

6,040

51

(113)

14. EARNINGS PER SHARE
The calculation of the basic earnings per share is based on the profit attributable to equity
holders of the Company of HK$43,341,000 (2004: HK$12,709,000) and the weighted average
of 250,300,000 shares (2004: 221,341,000 shares) in issue during the year.
No diluted earnings per share had been presented because the Company had no potential
ordinary shares in issue in both years.
The following table summarises the impact on basic earnings per share as a result of:
Impact on basic
earnings per share

Reported figures before adjustments

2005

2004

HKcents

HKcents

19.74

5.54

Adjustments arising from changes in accounting policies

(see note 4)
Restated

(2.42)
17.32

0.20
5.74
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15. PROPERTY, PLANT AND EQUIPMENT
Factory
Furniture,
Plant and fixtures and

building
Motor

under

Buildings

machinery

equipment

vehicles construction

Total

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

–

–

50

–

–

50

4,213

898

39

114

–

5,264

558

26

40

–

–

624

4,771

924

129

114

–

5,938

343

53

9

13

–

418

Additions

–

210

456

–

165

831

Disposals

–

–

–

–

5,114

1,187

566

127

165

7,159

–

–

16

–

–

16

216

60

20

17

–

313

813

–

–

–

–

813

1,029

60

36

17

–

1,142

Exchange difference

70

36

7

12

–

125

Provided for the year

256

120

63

23

–

462

Eliminated on disposals

–

–

–

–

At 31 December 2005

1,355

216

89

52

–

1,712

At 31 December 2005

3,759

971

477

75

165

5,447

At 31 December 2004 (restated)

3,742

864

93

97

–

4,796

COST
At 1 January 2004
Acquisition of subsidiaries
Additions

At 31 December 2004 (restated)
and 1 January 2005
Exchange difference

52

At 31 December 2005

(28)

(28)

DEPRECIATION AND IMPAIRMENT
At 1 January 2004
Provided for the year
Impairment loss recognised
in income statement

At 31 December 2004 (restated)
and 1 January 2005

(17)

(17)

NET BOOK VALUES

The buildings are situated on a piece of land in the PRC held under a medium-term lease.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

16. LAND LEASE PREPAYMENT
The Group’s land lease prepayment represents payment for medium-term land use rights in the
PRC and is charged to the income statement on a straight-line basis for the usage of land.

2005

2004

HK$’000

HK$’000
(restated)

Analysed as:
Current assets
Non-current assets

72

72

3,232

3,438

3,304

3,510

17. INVESTMENT PROPERTIES
HK$’000
FAIR VALUE
At 1 January 2004
Increase in fair value

At 31 December 2004 and 1 January 2005
Increase in fair value

At 31 December 2005

53

255,000
11,000

266,000
52,600

318,600

The fair value of the Group’s investment property at 31 December 2005 has been arrived at on
the basis of a valuation carried out on that date by LCH (Asia – Pacific) Surveyors Limited, a firm
of qualified professional valuers. The director of LCH (Asia – Pacific) Surveyors Limited who
carries out the valuation is a registered professional surveyor, and a valuer on the “List of
Property Valuers for Undertaking Valuation for Incorporation or Reference in Listing Particulars
and Circulars and Valuations in connection with Takeovers and Mergers” published by Hong Kong
Institute of Surveyors (“HKIS”), and has appropriate qualifications and recent experiences in the
valuation of similar properties in Hong Kong. The valuation, which conforms to HKIS Valuation
Standards, was arrived at by reference to market evidence of recent transaction prices for
similar properties.

The Group’s investment properties are situated in Hong Kong and are held under a long lease.
They are rented out under operating leases to earn rentals or for capital appreciation purpose.
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18. INVESTMENTS IN SECURITIES
Details of the Group’s investments in securities as at 31 December 2004 are set out below.

HK$’000
Investment securities:
Unlisted equity investment, at cost

3,000

Other investments:
Unlisted equity investments, at cost
Less: unrealised holding loss

37,010
(37,010)

3,000

Equity investments listed in Hong Kong, at market value
Unit trust outside Hong Kong, at quoted value

19,166
48

19,214

22,214

54
Carrying amount analysed for reporting purpose as:

Non-current
Current

3,000
19,214

22,214

Upon the application of HKAS 39 on 1 January 2005, investments in securities were reclassified
to available-for-sale investment (note 19) and held-for-trading investment (note 22).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

19. AVAILABLE-FOR-SALE INVESTMENTS
At 31 December 2005, the Group had unlisted equity interest in the following company:

Proportion of
Country of

registered capital

incorporation/

Class of

held directly

Nature of

Name of company

operation

capital held

by the Company

business

Hunan Zhongrong

PRC

Registered

18%

Property

Real Estate Development

capital

development

Company Limited

The above investment is measured at cost less impairment at each balance sheet date because
the range of reasonable fair value estimates is so significant that the directors of the Company
are of the opinion that its fair value cannot be measured reliably.

20. DEPOSIT PAID FOR ACQUISITION OF SUBSIDIARIES

55

This represents a payment for the acquisition of a 51% interest in Keycharm Investments
Limited (note 36(a)).

21. INVENTORIES
2005

2004

HK$’000

HK$’000

Raw materials, at cost

174

63

Finished goods, at cost

359

164

533

227

22. HELD-FOR-TRADING INVESTMENT
Held-for-trading investment as at 31 December 2005 represents unlisted equity investment in
the PRC. The fair value of the held-for-trading investment is determined based on the quoted
market prices available from the financial institution.

Annual Report

2005

Greater China Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

23. TRADE RECEIVABLES
Rentals receivable from tenants are payable on presentation of invoices. The Group allows an
average credit period of 30 days to other trade customers.

The following is an aged analysis of trade receivables of the Group at the balance sheet date:

2005

2004

HK$’000

HK$’000

0 – 60 days

298

936

61 – 90 days

647

262

Over 90 days

8

144

953

1,342

The fair value of the Group’s trade and other receivables at 31 December 2005 approximated to
the corresponding carrying amount.
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24. PREPAYMENTS AND DEPOSITS
The fair value of the Group’s prepayment and deposits at 31 December 2005 approximated to
the corresponding carrying amount.

25. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade and other payables of the Group at the balance sheet
date:

Trade payables aged within 60 days
Other payables

2005

2004

HK$’000

HK$’000

59

–

7,953

9,986

8,012

9,986

The fair value of the Group’s trade and other payables at 31 December 2005 approximated to
the corresponding carrying amount.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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26. CONSIDERATION PAYABLE FOR ACQUISITION OF SUBSIDIARIES

Consideration payable on acquisition of subsidiaries

2005

2004

HK$’000

HK$’000

–

4,000

The amount represented the outstanding consideration for the acquisition of a 51% interest in
Lucky Green Limited in 2004, which was interest bearing at 1% per annum and was repaid in
2005.

27. BANK LOANS

Bank loans
Margin loans

2005

2004

HK$’000

HK$’000

129,712

128,693

–

1,750

129,712

130,443

6,362

130,443

123,350

–

129,712

130,443

57

The maturity of the bank loans is as follows:

Repayable
– on demand or within one year
– between one to two years

Less: Amount due within one year shown under current liabilities

(6,362)

123,350

(130,443)

–

The range of effective interest rates (which are equal to contracted interest rates) on the
Group’s bank loans for variable-rate borrowings are 4% to 4.9% (2004: 3.1% to 4.1%) per
annum.

The loans, that are denominated in Hong Kong dollars, bear interest at variable rate. The bank
loans are secured by:

(a)

building and plant and land lease prepayment with an aggregate carrying amount of
HK$7,063,000 (2004: HK$7,252,000),
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27. BANK LOANS (Continued)
(b)

the Group’s investment properties and the Company’s investment in shares of China Faith
Limited, and

(c)

the assignment of rental income in respect of the investment properties under operating
leases.

28. SHARE CAPITAL
Number of

Nominal

shares

amount

’000

HK$’000

421,978,000

2,109,890

22,000

110

165,589

828

72,800

364

238,389

1,192

47,600

238

285,989

1,430

Authorised:
Ordinary shares of HK$0.005 each at 1 January 2004,
31 December 2004 and 2005

Preference shares of HK$0.005 each at 1 January 2004,
31 December 2004 and 2005

58

Issued and fully paid:
Ordinary shares of HK$0.005 each
At 1 January 2004
Issue of shares

At 31 December 2004 and 1 January 2005
Issue of shares

At 31 December 2005

During the current year, 47,600,000 ordinary shares of HK$0.005 each were issued at
HK$0.5 per share for cash pursuant to subscription agreements, to provide additional working
capital to the Group.

For the year ended 31 December 2004, 33,100,000 and 39,700,000 ordinary shares of
HK$0.005 and were issued at HK$0.231 and HK$0.2898 per share for each, respectively, to
provide additional working capital to the Group.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

29. SHARE OPTION SCHEME
Pursuant to an ordinary resolution passed at a special general meeting of shareholders held on
22 April 2002, the Company adopted a share option scheme (the “Scheme”) which enables the
directors of the Company to grant options to employees (including directors) of the Group in
recognition of their contribution to the Group. The Scheme will expire on 21 April 2012.

No option has been granted under the Scheme since its adoption.

30. DEFERRED TAXATION
The major deferred tax liabilities (assets) recognised and movements thereon during the current
and prior years are as follows:

Unrealised
Property,

holding gain

plant and

Investment

on other

Tax

equipment

properties

investments

losses

Total

HK$’000

HK$’000

HK$’000

HK$’000

HK$’000

59
At 1 January 2004
– As previously stated

6

1,362

–

(1,362)

572

(1,940)

–

–

1,362

–

–

770

– On adoption of HKAS
INT 21
Acquisition of subsidiaries

770

–

–

(114)

–

801

(800)

662

–

1,373

(1,378)

12

–

–

11

6,132

685

6,132

(Credit) charge to income
statement

(113)

At 31 December 2004
(restated)
Exchange difference

657

–

12

1,270

6,040

Charge (credit) to income
statement

At 31 December 2005

(1,373)

–

(108)

6,709
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30. DEFERRED TAXATION (Continued)
At the balance sheet date, the Group has unused tax losses of HK$89,922,000 (2004:
HK$90,653,000), a substantial amount of which has not been agreed by the Hong Kong Inland
Revenue Department, available for offset against future profits. A deferred tax asset has been
recognised in respect of HK$611,000 (2004: HK$7,878,000) of such losses. No deferred tax
asset has been recognised in respect of the remaining tax losses of HK$89,311,000 (2004:
HK$82,775,000) due to the unpredictability of future profit streams. The tax losses may be
carried forward indefinitely.

At 31 December 2004, the Group had other deductible temporary differences in respect of the
investment properties revaluation of approximately HK$20,848,000. No deferred tax asset had
been recognised in relation to such deductible temporary differences, as it was not probable that
taxable profit would be available against which the deductible temporary differences could be
utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2005

31. ACQUISITION OF SUBSIDIARIES
In March 2004, the Group acquired a 51% interest in Lucky Green Limited, which holds a 100%
interest in the registered capital of Zhuhai Rui Nong, for a cash consideration of HK$30,000,000.
In March 2005, the purchase consideration was revised from HK$30,000,000 to
HK$5,000,000 in view of the business performance of Zhuhai Rui Nong during the year ended
31 December 2004. Zhuhai Rui Nong was established in the PRC and is principally engaged in
the production and sale of fertilizers. This transaction had been accounted for using the purchase
method of accounting.
HK$’000
(Restated)
Net assets acquired
Property, plant and equipment

5,264

Land lease prepayment

3,570

Inventories

58

Trade receivables

164

Prepayments and deposits

278

Bank balances and cash

334

Amount due to a shareholder

(2,943)

Bank loan

(943)

Deferred tax liability

(770)

Minority interests

(832)

61

4,180
Goodwill arising on acquisition (Note)
Consideration
Less: deferred consideration (note 26) paid in 2005
Cash consideration paid in 2004

820
5,000
(4,000)
1,000

Net cash outflow arising on acquisition
Cash consideration paid
Balances and cash acquired

(1,000)
334
(666)

The subsidiaries acquired in last year contributed HK$6,420,000 to the Group’s revenue and
incurred a loss from operation of HK$1,391,000.
Note:

Amount represents goodwill arising on acquisition after the effect of adjustment to consideration and
being fully amortised in 2004.
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32. OPERATING LEASE ARRANGEMENTS
As lessor
At the balance sheet date, investment properties were leased out for periods ranging from 1 to
5 years and some of the leases have renewal options given to the lessees. The future minimum
lease payments receivable by the Group under non-cancellable operating leases are as follows:

2005

2004

HK$’000

HK$’000

Within one year

7,846

8,227

In second to fifth year inclusive

5,015

9,075

12,861

17,302

2005

2004

$’000

$’000

190

–

Total

As lessee

62
Minimum lease payments under operating leases in
respect of land and building and motor vehicles

At the balance sheet date, the Group had commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

2005

2004

HK$’000

HK$’000

Within one year

538

–

In second to fifth year inclusive

184

–

722

–

Operating lease payments represent rentals payable by the Group for certain of its office properties
and motor vehicles. Leases are negotiated for an average term of two years.
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33. CAPITAL COMMITMENTS
2005

2004

HK$’000

HK$’000

1,544

–

Commitments in respect of the acquisition of property,
plant and equipment contracted for but not provided

34. RELATED PARTY TRANSACTIONS AND BALANCES
(a)

The amounts due to directors at December 31, 2004 were unsecured, interest free and
were fully repaid in the current year.

(b)

The amount due to a minority shareholder of a subsidiary is unsecured, interest-bearing at
6% per annum and is repayable on demand. The amount of interest paid during the year is
approximately HK$149,000 (2004: Nil).

(c)

At the balance sheet date, a minority shareholder of a subsidiary provided a guarantee, at
no charge to the Group, to a bank for a bank loan of HK$962,000 (2004: HK$943,000)

63

granted to a subsidiary.

(d)

Compensation of key management personnel

The remuneration of directors and other members of key management during the year is
disclosed in notes 11 and 12.
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35. RETIREMENT BENEFITS SCHEMES
The Group is required to participate in the MPF Scheme in respect of its employees in Hong
Kong. The assets of the MPF Scheme are held separately from those of the Group, in funds
under the control of trustees. Both the Group and its employees contribute 5% of the relevant
payroll costs to the MPF Scheme.

The employees of the Company’s subsidiary established in the PRC are members of a statemanaged retirement benefit scheme operated by the PRC government. The subsidiary is required
to contribute certain percentage of 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.

Contributions to the retirement benefit schemes for the year amounted to HK$71,000 (2004:
HK$41,000).

36. POST BALANCE SHEET EVENTS
(a)

64

Subsequent to the balance sheet date, the Group has finalised the agreement to acquire a
51% interest in Keycharm Investments Limited (“Keycharm”), a company incorporated in
British Virgin Islands (the “Acquisition”). The consideration of the Acquisition is
RMB62,000,001 which is equivalent to approximately HK$59,615,000. It is impracticable
to disclose each class of Keycharm’s assets and liabilities because the acquisition date has
not been fixed. Details of this Acquisition are set out in the Company’s announcement dated
23 March 2006 and in a circular to shareholders dated 7 April 2006.

(b)

During February and March of 2006, the Group obtained net long term bank loans amounting
to HK$41,000,000. The new bank loans, which are repayable by instalments over five
years, have been utilised to settle part of the consideration of the Acquisition.
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37. PRINCIPAL SUBSIDIARIES
Particulars of the Company’s principal subsidiaries at 31 December 2005, are as follows:

Proportion
of nominal
Issued and

value of issued

Place of

fully paid

share capital/

incorporation

ordinary

registered capital

and
Name

operation

China Faith Limited

Hong Kong

share capital/
registered capital

Ordinary

held by

Principal

the Company

activities

Directly

Indirectly

–

100%

HK$10,000

Delight Link Enterprises

Hong Kong

Limited

Ordinary

Property
investment

100%

–

HK$2

Provision of
administrative
services to

65

group
companies

珠海經濟特區瑞農植保

PRC

技術有限公司
Zhuhai S.E.Z. Rui Nong

Registered

–

capital
RMB8,000,324

Plant Protection

51%

Production and
sale of
fertilizers and
chemicals

Technology Co. Ltd.
(“Zhuhai Rui Nong”)*

*

A wholly owned foreign enterprise

The above table lists the subsidiaries of the Group which, in the opinion of the directors,
principally affect the results or assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the balance sheet date.
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38. SUMMARISED BALANCE SHEET OF THE COMPANY

Interests in subsidiaries
Amounts due from subsidiaries
Other current assets
Amounts due to subsidiaries
Other current liabilities

2004

HK$’000

HK$’000

3

3

200,160

153,403

382

202

(706)

(36,293)

(1,643)

(5,779)

198,196

111,536

1,430

1,192

Reserves

196,766

110,344

Equity attributable to equity holders of the Company

198,196

111,536

Share capital
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