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Notes to the Consolidated Financial Statements
BE—_ZETRE+-_A=+—"RLEE
For the year ended 31st December, 2006

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 parent is Tian An China
Hotel and Property Investments Company Limited, a
private company incorporated in Hong Kong and 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 37 to the consolidated
financial statements.

The consolidated financial statements are presented in
Hong Kong dollars which is different from the functional
currency of the Company, which is in Renminbi, as the
directors of the Company consider that Hong Kong
dollar is the most appropriate presentation currency in
view of its place of listing.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

In the current year, the Group has applied, for the first
time, a number of new standards, amendments and
interpretations (“new HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
which are either effective for accounting periods
beginning on or after 1st December, 2005 or 1st
January, 2006. The adoption of the new HKFRSs had
no material effect on how the results and financial
position for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior
period adjustment has been required.
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2. HiIRBITEBHKME®ERD 2. APPLICATION OF NEW AND REVISED
ZHER (& HONG KONG FINANCIAL REPORTING
STANDARDS (“"HKFRSs"”) (Continued)

CHEMERERZER - TR Standards, amendment or interpretations
X4 issued but not yet effective
REEWEERERMN T E 8 ED The Group has not early applied the following new
REBZFAER AZFTHRE - AR standards, amendment or interpretations that have been
RIEZEEEH - HAZEHMELN - BT issued but are not yet effective. The directors of the
SR R H N R B AR R B RS A R D A Company anticipate that the application of these new
ERERTE o standards, amendment or interpretations will have no

material impact on the results and the financial position
of the Group.

BAEHEZIR EARE HKAS 1 Capital Disclosures'
(B30 (Amendment)
BENBAEENETR BEIL: #E HKFRS 7 Financial Instruments: Disclosures'
— BENBEEEN SR EEHR HKFRS 8 Operating Segments?
EAUBREER-2E]  REFAEHENEVF HK(IFRIC)-Int 7 Applying the Restatement Approach under
[BEBERREERN HKAS 29 Financial Reporting in
HBREIRRETE Hyperinflationary Economies?
ERUBALRA-2B  FAMBESRNEN HK(IFRIC)-Int 8 Scope of HKFRS 2
HEE:
BEUBREEN 2B ENIGHRATEIR HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives®
EAUBREED 2810 PHHBREREES HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment
BENBREERN-2B  EAMBRERNE: HK(FRIC)-Int 11 HKFRS 2: Group and Treasury Share
ERRERRAT S Transactions’
BENBALEN 2B RELEETHE HK(FRIC)-Int 12 Service Concession Arrangements?
T RZEELF A A ZERBZFER ! Effective for annual periods beginning on or after 1st January,
RIAER - 2007
2 R NF-A-—HIZEHRIAZFES 2 Effective for annual periods beginning on or after 1st January,
RIAER - 2009
3 R RF-A—HIZEHIAZFES 3 Effective for annual periods beginning on or after 1st March, 2006
A -
¢ R RNFRA-HIZEHRIAZFER 4 Effective for annual periods beginning on or after 1st May, 2006
A -
SORZEZRFAA-—BIZERBZFER 5 Effective for annual periods beginning on or after 1st June, 2006
A -
¢ RIBTZRFT A BRZEBRBRZFE 6 Effective for annual periods beginning on or after 1st November,
HAR AR o 2006
7 O RZEEEF-A-HIZEHRIAZFES 7 Effective for annual periods beginning on or after 1st March, 2007
A -
8 R N\F-A-—HIZEHIAZFEH 8 Effective for annual periods beginning on or after 1st January,
RIAER - 2008
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Notes to the Consolidated Financial Statements (Continued)

HE-_ZTZRF+-_A=T—HIFE
For the year ended 31st December, 2006

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 Hong Kong Financial
Reporting Standards 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 and by the Hong
Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.

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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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
of subsidiaries, the Group has discontinued amortisation
from 1st January, 2005 onwards, and such goodwill
(net of cumulative amortisation as at 31st December,
2004) 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).

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an
acquisition in a financial year, the cash-generating unit
to which goodwill has been allocated is tested for
impairment before the end of that financial year.

When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly
in the consolidated income statement. An impairment
for goodwill is not reversed in subsequent periods.
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Notes to the Consolidated Financial Statements (Continued)

HE-_ZTZRF+-_A=T—HIFE
For the year ended 31st December, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

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

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 net assets 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor
an interest in a joint venture.

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 net
assets 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.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent
of the Group's interest in the relevant associate.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold in the normal course
of business, net of discounts and sales related taxes.
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3. FEEFHEE 3. SIGNIFICANT ACCOUNTING POLICIES
(&) (Continued)

WARRE (&) Revenue recognition (Continued)

W ZEEWATIR AT AT G HE Revenue from sale of properties is recognised when all

X 18 FERR of the following criteria are met:

U MERGRE 2 FERR KB R . the significant risks and rewards of ownership
BEEPTEX of the properties are transferred to buyers;

o AR BRI B R AR AR . neither continuing managerial involvement to the
EzRHEEBE2HEBEIME L degree usually associated with ownership nor
B R R effective control over the properties are retained:;

U WA GRIE AT LAA] SE 5T & . the amount of revenue can be measured reliably;

J BAXINEBER R BAER . it is probable that the economic benefits v-
AREE : & associated with the transaction will flow to the —

Group; and

U R 5 EE N E - 2 KANT] BA . the costs incurred or to be incurred in respect of
AT 2 o the transaction can be measured reliably.

HEERMZWARE & RiEHE Sales of goods are recognised when goods are delivered

EREFRAR - and title has passed.

MBEEEEZHEWATDIRRERE Interest income from a financial asset is accrued on a

o WRRHAKREEASRERIZRHE time basis by reference to the principal outstanding

BzEBERNEZELY  MERNELGSE and at the interest rate applicable, which is the rate

B EEEZ A AFHBEA that exactly discounts the estimated future cash receipts

BHRSWAERMITEETZEE 2R through the expected life of the financial asset to that

EFE 2L - asset’s net carrying amount.
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3. FESHHEXE 3. SIGNIFICANT ACCOUNTING POLICIES
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(Continued)
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.

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 consolidated income statement
in the year in which the item is derecognised.
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For the year ended 31st December, 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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 consolidated income statement
when the asset is derecognised.

Impairment other than goodwiill

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that these assets have suffered
an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. 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, such 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

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

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 consolidated 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 page 72).

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.

Prepaid lease payment

The prepaid lease payments represent upfront payment
for land use right are initially recognised at cost and
released to the consolidated income statement 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 and is tested
for impairment annually.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Properties held for sale

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

Inventories

Inventories are stated at the lower of cost and 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.

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 the profit as
reported in the consolidated 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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.

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.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing cost are recognised in profit or loss
in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in the respective 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 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.

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.
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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 consolidated income
statement when received or receivable.

Retirement benefit costs

Payments to defined contribution retirement benefit
plans are charged as an expense when employees have
rendered service entitling them to the contributions.
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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Loans and receivables

Loans and receivables (including trade and other
receivables, amounts due from fellow subsidiaries and
bank balances) 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, loans and 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.

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. Equity instruments issued
by the Company are recorded at the proceeds received,
net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Financial liabilities (including trade and other payables
and amounts due to ultimate holding company/fellow
subsidiaries/a minority shareholder/related companies,
bank borrowings, dividends payable to a minority
shareholder and obligations under a finance lease) are
subsequently measured at amortised cost, using the
effective interest 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
receivable and the cumulative gain or loss that had
been recognised directly in equity is recognised in profit
or loss.

Financial liabilities are derecognised 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 and payable is recognised in profit
or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity settled share-based payment
transactions

Share options granted to directors and employees
of the Group

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 premium. When the share
options are forfeited after the vesting date 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.

The Group has applied HKFRS 2 “Share-based
payments” to share options granted on or after 1st
January, 2005. The above policy is applied to all equity-
settled share-based payments that were granted after
7th November, 2002 and vested after 1st January, 2005.
In relation to share options granted before 1st January,
2005, the Group chooses not to apply HKFRS 2 with
respect to share options granted after 7th November,
2002 and vested before 1st January, 2005, no amount
has been recognised in the consolidated financial
statements in respect of the equity-based payments.

Shanghai Allied Cement Limited e Annual Report 2006 | 77




B R M EE ()

Notes to the Consolidated Financial Statements (Continued)

HE_ZTZRF+-_A=T—HILFE
For the year ended 31st December, 2006

4.

78

EETBE M RIF

ERBGAMBHRRMAIMLZE
BEHR2BERET r BEEECIEY
AT st MEBRBIEFEERS
MBHRERER L - TXHFLER
BRZIEBRENGEEREMTIE
THEE M RER  ZERERTHEE
B eERAH T —EYBRFREAE
EMABHREAEFEERARZEXN
BB o

7N 5% 138 2R 52 B 2 8 OSR DA RT UR [E] 1 BT
iy~ BRER DT B I B H T S AR -
HEZERYR R R EBRENF
RETAEHE  BEXPZERE
BRATURRELLE - HAKREE
PR Bt - HISSEMREES -
Q7B IR B EEINEE -

Bz s RE

ErTEEEARERYHEERIES
CHReEREM  ERABEELMR
e EEREBEZAEERREEMG
HEHELEREEKRBNZBER
EMEBREBZNBEXAFHERE -
RZBZARF+ZA=+—0 B8
Z BREEE /B %69,479,0007T © A
WEISEAE T EZFBER RS T
WKRMFISHKE -

4,

EEBEKREROGER AR —_TTXNFFH

&

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the entity’s accounting
policies, which are described in note 3 to the
consolidated financial statements, 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.

Allowance 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 2006,
the carrying amount of goodwill was HK$69,479,000.
Details of the recoverable amount calculation are
disclosed in note 15 to the consolidated financial
statements.
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FINANCIAL INSTRUMENTS

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, amounts due to ultimate holding
company, fellow subsidiaries, 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.

Interest rate risk

The Group is exposed to interest rate risk through
the impact of rate changes on interest bearing
bank borrowings. The interest rate risk relates to
fixed-rate and variable-rate borrowings (see note
25 to the consolidated financial statements for
details of these borrowings). The Group will
continue to maintain a reasonable mix of floating
rate and fixed rate borrowings and take actions
to hedge against any foreseeable interest rate
exposure, if necessary. The Group is exposed to
both interest rate risk relates to fixed-rate and
variable-rate. In order to minimise the risk,
management has closely monitored the
exposures.
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5. MBIA(HE) 5.  FINANCIAL INSTRUMENTS (Continued)
a. HEEREREEAEERBEX a.  Financial risk management objectives
(%) and policies (Continued)

Credit risk

The Group’s maximum exposure to credit risk in
the event that counterparties failure to perform
their obligations as at 31st December, 2006 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 of the Group to ensure
that follow-up action is taken to recover overdue
debts.

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

Other than the mentioned receivable from a
major customer in Note 21 to the consolidated
financial statements, the Group has no significant
concentration of credit risk, with exposure spread
over a number of counterparties and customers.

Foreign exchange risk

Certain transactions of the Group are
denominated in foreign currencies, therefore the
Group is exposed to foreign exchange risk. 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.

Fair value

The fair value of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using the relevant
prevailing market rates.

The directors consider that the carrying values
of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial
statements approximate their corresponding fair
values.
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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. Segment (3) has been discontinued during the year. The
remaining two operating divisions are the basis on which the
Group reports its primary segment information. The Group’s
operations are principally located in Hong Kong and other areas
in the People’s Republic of China (the “PRC"). An analysis of the
Group's revenue and segment results by business segments is as

follows:

FESMWAT :
EX) S| Business Segments
1. S HFIW A 1. Segment Revenue
DREBELE
BELERE Discontinued
Continuing operations operation
‘ ‘ SEER
ﬁﬁ&ﬂﬁ PHEREE TEAR
KRERH EER ERER
Distribution Distribution Distribution
and and of ceramic
manufacturing  manufacturing tiles, granite
of cement and of slag A% and marble &a
_clinker \ ggwde_r _ Total products  Consolidated
BETTL BETTL BETTL BETT BB
HK§'000 HK§'000 HK§'000 HK$'000 HK$'000
HE-28/% For the year ended
tZA=1-H 31st December, 2006
FERA Segment revenue 367,691 17,240 384,931 1,580 386,511
pEES Seqment results 32,790 3,303 36,093 (3.338) 32,755
AEDBRA Unallocated income 5,136 - 5,136
AUDBER Unallocated expenses (7,016) - (7,016)
BERA Finance costs (16,469) - (16,469)
BRE AR Profit before taxation 17,744 (3,338) 14,406
HE Taxation (7,207) (5) (1212)
KERH Profit for the year 10,537 (3,343) 7,194
HZ_ZT1f For the year ended
t-B=1-8 31t December, 2005
PERA Segment revenue 333,271 12,029 345,300 4137 349,437
pEES Seqment resuls (9,083) 65 (8431) (7,062) (15,493)
R P EMA Unallocated income 2,602 = 2,602
ARNBER Unallocated expenses (6,730) = 6,730)
BERA Finance costs (12,499) - (12,499)
BEAER Loss before taxation (25,058) (7,062 (32,120)
ik Taxation (383) (37) (420)
AEER Loss for the year (25,441) (7,099) (32,540)
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6. DEER (2) 6.
¥X%08E (&)

SEGMENT INFORMATION (Continued)

Business Segments (Continued)

2. DEEEEER 2. Segment Balance Sheet
RERRE DHEREE
KRB BEH
Distribution Distribution
and and
manufacturing manufacturing
of cement and of slag RE
__clinker _powder Consolidated
BET T BETT BB
HK$'000 HK$'000 HK$'000
—BEAE 2006
BE ASSETS
NREE Segment assets
IR Mining right 7,142 - 7,142
HE Goodwill 69,479 - 69,479
HiEE Other assets 699,873 20,963 720,836
\r' 776,494 20,963 797,457
APOEAAEE Unallocated corporate assets 70,997
GAEELE Consolidated total assets 868,454
85 LIABILITIES
NEBE Segment liabilities 114,888 3,894 118,782
RAOBEATA Unallocated corporate
a5 liabilities 275,932
GEEELE Consolidated total liabilities 394,714
—EFRE 2005
BE ASSETS
NREE Segment assets
REE Mining right 7,013 = 7,013
mE Goodwill 69,479 - 69,479
Hi&E Other assets 704,477 20,733 725,210
780,969 20,733 801,702
AOBDAEE Unallocated corporate assets 83,433
GEREERE Consolidated total assets 885,135
af5 LIABILITIES
AEAE Segment liabilities 151,748 9,064 160,812
RAOBAT Unallocated corporate
af5 liabilities 273,861
REAaREBE Consolidated total liabilities 434,673
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6. 28EER (E) 6. SEGMENT INFORMATION (Continued)

KB E(BE)

Business Segments (Continued)

3. HmEH 3. Other Information
BALEERE
BEEEEY Discontinued
Continuing operations operation
AEREE  AEREE AHEE TH
9 £ BEH FRERER
Distribution  Distribution Distribution
and and of ceramic
manufacturing - manufacturing tiles, granite
of cement and ofslg  FEARHH B%  and marble &a
clinker powder  Unallocated Total products  Consolidated
YT BETT BETT BETT AU AU
HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
ZBERE 2006
BBh% BR Additions to
k& property, plant
and equipment 10,740 360 64 11,164 - 11,164 w
g BHR Depreciation and
THEREL amortisation and
BfiHE release of prepaid
AEEH lease payments on
land use rights 24,254 ) 114 25,090 n 25,162
REEER Allowance for bad
and doubtful debts 2,106 - 303 2,409 2,587 4,99
“3%0% 2005
BENE BE Additions to
& ] property, plant
and equipment 37,015 2,830 2 39,847 1 39,848
ERE )¢ Depreciation and
THEREL amortisation and
BfiHE release of prepaid
REEH lease payments on
land use rights 20,057 478 162 20,697 3 20,729
REEER Allowance for bad
and doubtful debts 8,998 - - 8,998 2,265 11,263
BEHE Impairment loss recognised
in respect of goodwil 14,139 - - 14,139 - 14,139
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6. DEEHR (F) 6. SEGMENT INFORMATION (Continued)
WEDHE Geographical Segments
AEBZEBEFELR The Group's operations are mainly located in the PRC. Only part of
PEARE - &ZE - T the distribution of ceramic tiles, granite and marble products is carried
AREREMERBHD out in Hong Kong.

HBiB90% .2 B ATy Over 90% of each segment revenue is derived from customers located
KEMRPEREZE in the PRC.
B o

BRUNE BERRE

APEEEREE Additions to

Carrying amount property, plant

of segment assets and equipment
\Vam ZeEAF -TTEF C9RAF -TIA4
2006 2005 2006 2005
BETT BETT BE®TT BETT
HK$'000 HK$'000 HK$'000 HK$'000
B0 K e The PRC 797,457 801,702 11,100 39,846
B Hong Kong - = 64 2
797,457 801,702 11,164 39,848
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7. BERX 7. FINANCE COSTS

Continuing operations
and Consolidated

—EEXREF —ETRF
2006 2005
BET T BT
HK$'000 HK$'000
IATIEEZHE : Interest on:
—BARAER — Bank borrowings
BEEEZ wholly repayable
HRA1T 8 K within five years 13,524 12,864
— B & A EE — Obligations under
2 AE a finance lease - 2
J& 1<t [R] K Bff B Imputed interest on
NAIR—DE amounts due to fellow
AR R RIE 2 subsidiaries and a
BaFa minority shareholder 25 24
Hfib i B A Other borrowing costs 2,920 550 v-
BEEKAR Total borrowing costs 16,469 13,440 —
Vel c BEFRE AR 2 &% Less: amounts capitalised - (941)
16,469 12,499
RZZEZERF Borrowing costs capitalised during the year ended 31st December, 2005 arose
+ZR=+— on the general borrowing pool and are calculated by applying an average
BFEAETE capitalisation rate of 2.82% to expenditure on qualifying assets.
R 2ZEEKA
TEH—REE
HEEE I
REBREE
2% - HA
K 2.82%
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8.

86

EEREEME 8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
EEkAEmEaHAT The emoluments of the directors and the five highest
ZHeMERAT - paid individuals are summarised as follows:
(a) ES=M=2 (a) Directors’ emoluments
ZRERE eSSk
2006 2005
Esne ek
Directors’ Htle Directors’ Efpe
fees Other emoluments fees Other emoluments
4R RHET R RARER
HibER REREHE  HEER AbEN RREAE REER
Salaries  BERE 2 Retirement FATEE Sdaies  ZFA Retiement
HEs and Compensation Performance  benefits Non- and Performance  benefits
Al other forlossof  related  scheme B eeutie otfer related  scheme 2%
directors  benefits office  bonuses contribution Total  directors  benefits  bonuses  contribution Total
TR BETR BRTR BMTR AMTr BMTn BEThn BETn EETn BT ¥
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000
E3 4 Ng Qing Hai 10 1593 - - n 1675 - 1,680 131 b)) 1883
B Li Chi Kong 10 164 - 12 8 30 - 26 El] 10 25
13 Iris Wong Ping 2 - - - - 2 - - - - -
E# Chen Ching 0 0 - - - 60 10 = = = 40
BT Jin Hui Zhi 0 2 - - - 60 4 - - - 4
FEH Li Chak Hung 60 2 - - - 80 60 - - - 60
B Ko Sing Ming 8 - 36 - 1 35 - 310 - 12 30
ki Steven Lee Siu Chung 8 17 - 39 5 169 10 118 20 5 153
4% Total 178 1,934 336 160 86 2,694 150 231 181 59 2114

ARAZETEZTHR—RR
RRBZBREERRAERE
AREENRAEZ AR ZEE
MEBRBZHMN - ZFREMR
AEBERUEERY - LAEA
REAWDER  ZERERRE
FE R & B 75 3 2% P & 35(iii) BT
BERETESREMIFEAR
RAEZEZEEEABRHEZIR
BERER -

Rz EBBE ST HFH
PR UER I R B 3R B A B R
REBSEHHRHERGTERA
NDBELEIEEF - JH A
SHEITBREEN EREFH
1A A B A54,0000 (2 E
A : B ¥336,0007T) °

EEBEKEROGERAA _TTRFFR

Certain directors of the Company received
remuneration from a company, or a wholly-
owned subsidiary of such company, which has
significant beneficial interests in the Company’s
ultimate holding company. Such companies
provided management services to the Group and
charged the Group a fee, which has been
included in management fee as disclosed in note
35(iii) to the consolidated financial statements,
for services provided by those directors as well
as other management personnel who were not
directors of the Company.

The above-mentioned management fee
commenced to be charged in 2005 and is
calculated by reference to the time devoted by
the management personnel on the affairs of the
Group and can be apportioned to the directors
mentioned above. The total of such apportioned
amounts, which have been included in the above
table was HK$454,000 (2005: HK$336,000)
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Notes to the Consolidated Financial Statements (Continued)

HE_ZZRET-_A=1T—HILEE
For the year ended 31st December, 2006

8. EELREEM2 8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(&) (Continued)
(b) EEM= (b) Employees’ emoluments

FEERFATERN The five highest paid individuals included two directors
BRARNABES(ZEZ (2005: two directors) of the Company, whose
AF: MBREER) ' BH emoluments are included in (a) above. The emoluments
B & FF I B £ 3 (a) ° of the remaining three (31st December, 2005: three)
BHE_ZTZTF+=A highest paid individuals for the year ended 31st
=+—HItFE B Htt December, 2006 which were individually less than
—HAERRTAT(ZEE HK$1,000,000 were as follows:

AFE+-_A=+—8":
=R)z2BE (B
1,000,0007TIA T) 20T :

—EEXRE —TTRF
2006 2005 AV
BETR BETT
HK$'000 HK$'000
e kEMET Salaries and other benefits 1,546 1,505
RERBFTE 24 Performance related bonuses 292 81
RONAEFETE Contributions to retirement
5K benefit schemes 17 96
1,855 1,682
REE 2 HHERIRRITH S The remuneration policies of the Group are based on the
KT R & BRI E S R(E R prevailing remuneration level in the market and the
EEZRIRETE ° performance of respective directors and individual employees.
REMEA - AEBIWESL (T During both years, no emolument were paid by the Group to
FAME FZAERRRHZA the five highest paid individuals as an inducement to join or
41 5 18 55 00 A 3k 5% B 18 55 AN upon joining the Group.

AREEZ | -
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9. Bi1E 9. TAXATION
BRERERY BRLEBEXY g8
Continuing operations  Discontinued operation Consolidated
ZEEXRE _TTNF ZEERE _TTRE ZEERE _TTLF
2006 2005 2006 2005 2006 2005

A®Tn BETT B%Tn BRI B¥Tn  BETR
HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000

REEHE Current tax - The PRC

-~ PELEMER income tax 10 216 5 37 15 253
BIEBE (HE28) Deferred tax (Note 28) 7,197 167 - - 7,197 167

1,207 383 5 37 1,212 420
AEERGEREBEERE No provision for Hong Kong Profits Tax is made as the group
AR 2 N a1 R F companies operating in Hong Kong do not have any assessable profit
V- 2 PO 3 454 0 8 3R Bt for both years.

A ML EREAEFE
FRCERSRIIED The PRC income tax is calculated at the rates applicable to respective
AMERREWRBRRZ subsidiaries. In accordance with the tax legislations applicable to
MEGFE - BREEAR foreign investment enterprises, certain subsidiaries in the PRC are
SINEREZBBIED entitled to exemptions from the PRC income tax for the two years
FEAESRTHE QA commencing from the first profit-making year of operation and
AHEEREEEENFE thereafter, entitled to a 50% relief from the PRC income tax for the
RBET N F N EA 2 AT following three years.

RENERMER mE
% =F R EZRH50%+
BEEMBH -
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Notes to the Consolidated Financial Statements (Continued)

HE_ZZXRF+_A=+—HIFE
For the year ended 31st December, 2006

TAXATION (Continued)

A subsidiary is entitled to the tax privileges of “converting technology
achievements” which limits the amount of local tax payable of such
company at a predetermined level as approved by the local tax
authority concerned.

—EERE ZTTRF
2006 2005
BETR BETT
HK$'000 HK$'000
B % Al A (B3 18) Profit (Loss) before taxation
HECEER Continuing operations 17,744 (25,058)
BRI E T Discontinued operation (3,338) (7,062)
14,406 (32,120)
AEH TS E27% Tax at the domestic income tax
AEZHIE rate of 27% (2005: 27%)
(ZZZTRF : 27%) 3,890 (8,672)
A REIBR B IE Tax effect of expenses not
T RIBEE deductible for tax purpose 3,473 6,062
A AEERT Tax effect of income not taxable
WAZRIBR 2 for tax purpose (121) (242)
i# A F S HE R Tax effect of tax loss not
HEBBEZHELE recognised 2,042 3,275
2 A 2 Bl R aR fRIE Tax effect of utilisation
BREABBEE of tax losses previously
not recognised (1,641) -
EHMEE#ERE Effect of different tax rates of
A= N o subsidiaries operating
TR E B in other jurisdictions (470) (34)
Hb Others 39 31
REERIE Taxation for the year 7,212 420

MisE: EHHERERFEX
EREZTEZEERN
B ZEEBEK -

Note:  The domestic tax rate represents the statutory tax rate of the major group
companies operating in the PRC
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10. RIREERK 10. DISCONTINUED OPERATION
RZZEERF=F=+ On 27th March, 2006, the Group has agreed to dispose of certain
+tH AEBEREHE subsidiaries, which carried out the Group's distribution of ceramic
ETHBAR - ZF A tiles, granite and marble products. The disposal was completed on
AIRREARAEE 2 D HE 22nd December, 2006, on which date control of those subsidiaries
ﬁéii EEAREREM® was passed to the acquirer.

LXK o WWAXAHEER
—EERF+-_A=+
_Enﬁ B It % %

NRAEINEHEEER

H&ﬁ%%
BRIEEREER (A& The results of the discontinued operation which represented the
- EmAREREL) ceramic tiles, granite and marbles operation for the year were as
RARFEZFEEWAT : follows:
—EERE —ETRF
2006 2005
\ Vo BT BT
HK$'000 HK$'000
= 0 Turnover 1,580 4,137
8B AR Cost of sales (1,345) (5,130)
E A A Other income 160 69
aliz1 0 Distribution expenses (631) (1,685)
THREX Administrative expenses (515) (2,188)
RIZAREME Allowance for bad and
doubtful debts (2,587) (2,265)
B %4 A 5 18 Loss before taxation (3,338) (7,062)
I8 Taxation (5) (37)
REFHIE Loss for the year (3,343) (7,099)
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RAFERN - BE - 1
MAKREAEBEAE
EERKLEEBRSNR
B #6,110,0007T (=&
THFE  HEEEE
2,260,0007T) * E&RE
E B H E B BB
5,586,000t (—ZEZ A
F T E#6,274,000
U0) c EREEE S EA
&t 75 # 390,000 (=&
TRHFE XA EE
84,0007T)
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Notes to the Consolidated Financial Statements (Continued)

HE_ZZRET-_A=1T—HILEE
For the year ended 31st December, 2006

DISCONTINUED OPERATION (Continued)

During the year, the ceramic tiles, granite and marbles operation
contributed HK$6,110,000 (2005: contributed HK$2,260,000) to the
Group's net operating cash flows, contributed HK$5,586,000 (2005:
incurred HK$6,274,000) in respect of investing activities and
contributed HK$390,000 (2005: incurred HK$84,000) in respect of
financing activities.

The carrying amounts of the assets and liabilities of those subsidiaries
at the date of disposal are disclosed in note 32 to the consolidated
financial statements.
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11.

92

2 5 g A 11. PROFIT (LOSS) FOR THE YEAR
(B518)
BEGEER BRLEEERK 58
Continuing operations Discontinued operation Consolidated
ZEEXRE C—ZTHE ZBERE C-ZTREF ZEZERE _TE1F
2006 2005 2006 2005 2006 2005
B8  EETr A%Tn  AETn  B¥Tn A%Tn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RERT (B8) Profit (loss) for the year
TEMRIT has been arrived
ZREREE at after charging:
BIRA Staff costs
G Directors’ remuneration
(Fir£8) (per Note 8) 2,694 2,714 - - 2,694 2,714
W ARERE Less: apportionment of
management fee (454) (336) - - (454) (336)
GRE) (Note a) 2,40 2378 - - 2,240 2378
RIET Contributions to
STl retirement benefit
-HET schemes - other staff 4,346 3,688 62 65 4,408 3,753
A EIHA Other staff costs 21,888 19,991 488 572 2,376 20,563
28,474 26,057 550 637 29,024 26,694
BEMMe Auditors' remuneration 1,033 1,058 97 m 1,130 1,230
REE &R Amortisation of
(BREEAHER) mining right
(included in admin-
istrative expenses) 147 86 - - 147 86
ng  BER Depreciation of property,
REHE plant and equipment 24,569 20,317 n 32 24,641 20,349
THERE Release of prepaid lease
BAREHNE payments on land
B use rights 374 294 - - 374 294
BHRNEL Total amortisation and
Eaks depreciation 25,090 20,697 72 32 25,162 20,729
BELERN Rental payment for
FlAnE premises under
paiikq operating leases 630 714 3 109 661 823
BEEERN Rental payment for plant
BER#E and machinery under
paiikq operating leases 1,346 601 - - 1,346 601
AtHSER Other rental expenses 585 1,256 - - 585 1,256
mERBENE - Loss on disposal and
EUET] write-off of property,
BB plant and equipment 225 - - - 225 =
FEHA : and after crediting:
(Fit3ED) (Note b)
(EVON Interest income 821 440 3 10 824 450
mEmE - Gain on disposal of
ELAAET property, plant and
LR equipment - 73 - - - 73
ERNEFE Net foreign exchange
gains 3,783 2,113 72 31 3,855 2,744
BREEER Refund of value-added
tax 14,589 15,831 - - 14,589 15,831

EEBEKEROGERAA _TTRFFR
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12.

XERF (BR) (&)

M AT

a. ERABREEERETKA - @R
EEEmGE M T RR M ERM T
BVIRBENERBRNBTETESR
HthJFEEEEAR -

b. BREREMKA -

BRERN (BR)
REFERCKRIEKEEER

BREXRRAF (BB HKBERFER
N 7] J% 3R FE i 7 B A 6 387,0007T (=
TERF « FEEEB 35,233,000
JC) RARFE B ETTHI729,395,0430%
(ZZZ R4 : 729,395,0430%) 5t

st
H o
ZAr

REFHELCEER

BREXRRAF (BB HKBERFER
7 &) {% B FE 1k ) E % % 3,730,0007T
(ZZ2ZTRAF : FEEBFEBRBE
28,134,00070) 5T & -

REERLEREXK

REERIEREEBENEREAREE
BO46BN (ZEZHF : 0978
i) o

BREKRAF (BBE) HRERFEEAR
N &) B ERFE (i B 18 78 5 3,343,0007T
(ZZETZRF FEEBEBEBBE
7,099,0007T) 5t & -

MRARRBRE 2 TEES RN
FHYHE  HALERZMEFEZ7
FREZEN (BE) -
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For the year ended 31st December, 2006

PROFIT (LOSS) FOR THE YEAR (Continued)

Notes:

a. The above table shows the actual staff costs of the Group and
therefore has excluded the apportionment of management fee
as disclosed in note 8 and note 35(v) to the consolidated
financial statements for certain directors as well as management
personnel who were not directors of the Company.

b. Included in other income.
EARNINGS (LOSS) PER SHARE
From continuing and discontinued operations

The calculation of the basic earnings (loss) per share is
based on the profit for the year of HK$387,000 (2005:
loss for the year of HK$35,233,000) attributable to the
equity holders of the Company and on 729,395,043
(2005: 729,395,043) shares in issue throughout the year.

From continuing operations

The calculation of the basic earnings (loss) per share is
based on the profit for the year of HK$3,730,000 (2005:
loss for the year of HK$28,134,000) attributable to the
equity holders of the Company.

From discontinued operation

Basic loss per share for the discontinued operation is
0.46 HK cent per share (2005: 0.97 HK cent per share).

The calculation of the basic earnings (loss) per share is
based on the loss for the year of HK$3,343,000 (2005:
loss for the year of HK$7,099,000) attributable to the
equity holders of the Company.

No diluted earnings (loss) per share has been presented
for both years because the exercise price of the
Company’s share options was higher than the average
market price of shares.
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13. ¥ BERRE 13. PROPERTY, PLANT AND EQUIPMENT
B £EB
&S
HELE BERES EERIR  Furniture, HE
B Leasehold Plantand Construction fixtures and Motor am
Buildings improvements  machinery in progress  equipment vehicles Total
BETT BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
REME THE GROUP
AR CosT
RZZZTRE—A—H At 1st January, 2005 166,413 534 285,789 169,597 2,813 5,597 630,743
NERRYE Effect on exchange adjustments 3,350 7 5,496 3,384 47 101 12,385
NE Additions 549 - 2,379 35,218 349 1,353 39,848
I E R#8H Disposals and write-off (833) - (35) - (45) (927) (1,840)
ENDE Reclassifications 68,577 = 132,574 (201,188) 37 = =
RZEERF At 31st December,
+ZA=+-BEk 2005 and
R-ZEXE-H-H at 1st January, 2006 238,056 541 426,203 7,011 3,201 6,124 681,136
NERBYE Effect on exchange adjustments 9,738 17 17,311 56 115 271 27,508
NE Additions 1,946 60 1,817 4,423 136 1,802 10,184
HE R Disposals and write-off (785) - (52) (5) 8) (643) (1,493)
E Bk Redlassifications 6,229 - 4,981 (11,210) - - -
RZBBRE At 31st December,
+=-A=+-H 2006 255,184 618 450,260 275 3,444 7,554 717,335
N DEPRECIATION
R-ZZEZRFE—HF—H At 1st January, 2005 49,542 153 146,429 - 1,585 2,834 200,543
MNEREZE 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
HERHH Eliminated on disposals
R and write-off (158) - 27 - (39) (771) (995)
R-ZZTHE At 31st December,
TZA=t—Ak 2005 and
RZZBEXE-HF—H  at1stJanuary, 2006 56,627 331 161,856 - 1,935 2,988 223,737
NERRYE Effect on exchange adjustments 2,484 13 6,995 - 77 130 9,699
FREE Provided for the year 7,568 74 15,793 - 368 838 24,641
I 8 Eliminated on disposals
R and write-off (378) - (7 - (7) (149) (551)
R-ZBENE At 31st December,
+=A=+-H 2006 66,301 418 184,627 - 2,373 3,807 257,526
FEE CARRYING VALUES
R-ZBEX At 31st December,
—B=t+-8 2006 188,883 200 265,633 275 1,071 3,747 459,809
RZEERF At 31st December,
+=ZA=+—-A 2005 181,429 210 264,347 7,011 1,266 3,136 457,399

ANEWME -  BMEKZEIILLEL  The above items of property, plant and equipment are depreciated

ERAT ERIFE - on a straight-line basis at the following rates per annum:

BF 2.7%— 10% Buildings 2.7% - 10%

HEHEE 45%—10% Leasehold improvements  4.5% — 10%
o B @8 1 40 5 B or, if shorter, over the relevant
(AR & R%E) lease term

B R#eE 4% —8% Plant and machinery 4% — 8%

BN Furniture, fixtures

EEE 15% —20% and equipment 15% — 20%
B 18% —25% Motor vehicles 18% — 25%
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M~ BERRE (&) 13. PROPERTY, PLANT AND EQUIPMENT (Continued)
BREBEFHENEE 2EF 2R The carrying value of buildings which are located on land held
EHFEBE : under medium-term leases comprises:
=X T YL —2EA%
2006 2005
BETRT BETT
HK$'000 HK$'000
o In Hong Kong 240 249
& LASN Outside Hong Kong 188,643 181,180
188,883 181,429
R-ZEELF+_A=+— As at 31st December, 2005, the carrying value of furniture,
B &l RERRECEE fixtures and equipment included an amount of HK$5,000 in
EREREREMAFTECE respect of assets held under finance leases.
7 75 ¥ 5,0007T °
T EREZEN 14. PREPAID LEASE PAYMENTS ON LAND USE
HEXRE RIGHTS
—gEAE  -ITEA
2006 2005
BETRT BETT
HK$'000 HK$'000
T fE R The prepaid lease payments
FERNHEERIERRE : on land use rights comprise:
AP Leasehold land outside
ZHE T Hong Kong:
HERAE 4 Medium-term lease 15,688 14,484
BEHREEM Analysed for reporting
DA purposes as:
mE Current 387 348
FERE Non-current 15,301 14,136
15,688 14,484
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BHERRIATERE GOODWILL AND IMPAIRMENT TESTING
ON GOODWILL
BETT
HK$'000
A 7N COST
R-ZEZERFE—HF—H At 1st January, 2005,
—EERFEF+_A=+—HBK 31st December, 2005 and
—EERF+ZA=+—H 31st December, 2006 83,618
BB IMPAIRMENT
R-_ZEZRFE—HF—H At 1st January, 2005 =
MR EE Impairment loss recognised 14,139
R-ZEEZRF+_A=+—HXK At 31st December, 2005 and
—EEXE+=-A=+—H 31st December, 2006 14,139
BREE CARRYING VALUES
F“_ngxiﬁ‘ —B=+—8X At 31st December, 2006 and
R—_EERAF+_A=+—H at 31st December, 2005 69,479

REBE BB B TIRBER S
REBRSHZEFEHPXEZR
CEEBEN RERREBIER &
27 IRMmE A B ¥83,618,000T &
O E —REBRKERAE SR
EEXBZHNBRARIZESELEMN
([FZ8BNAzl) -

REBEVBRELERNE =R &
B AEESFRABERE  H
BERSBNAEARENER - AIE
SR R E

ZBEMN KRB SBE T AEFEREE
STERAEE  EEABEHESE
ZEERRBVDEFRNZITRE  ER
ERIBEHEEREEKNEBHRE -
BEEERABRBATLE - AEriTRE
58.56% (T AT : 9.49%) ' #%
BRBIRTLE R R Z B AL v & (B
EERFERR2REMSTE - &6
NEBEKAN 28 BB BT HER
T8 B T %5 R R

EEBEKERGBERAA —_TTREFF

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").

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 amounts of the Unit are determined
from value in use calculations. The key assumptions for
the value in use calculations are those regarding the
discount rates, growth rates and expected changes to
selling prices and direct costs during the forecasted
period. Management estimates discount rates of 8.56%
(2005: 9.49%), using pre-tax rates 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.
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BERBRABERE (&) 15. GOODWILL AND IMPAIRMENT TESTING
ON GOODW.ILL (Continued)

AEBRHE 2B RETENR - THEH The Group prepares cash flow forecasts derived from
E KERER R THAMREE the most recent financial budgets approved by

A RER BRI T ERE management covering a 5-year period and extrapolates
T’E%ﬁ%x SR ARNEZERRE © cash flows of the Unit for the following 9 years using

zero growth rate.

HE_ZZF+_A=+—HI1F During the year ended 31st December, 2006,
B AEEEEERRBEREBZ#% management of the Group determines that there are
BAIWNFERE - no impairments of the Unit.
ARBEREETRB TS GRS Due to the effects caused by the macro-economic
K2 LTS — LTS adjustments in the PRC and the uncertainly about the
N RBE_ZEERFT_H=1— market conditions in previous years, the Group revised
HIEFEAREEEC BT ERZEN its cash flow forecasts for the Unit during the year
Zﬁém%ﬁiﬁﬂ o WUt - REENZ ended 31st December, 2005. The Unit was therefore

BERNEERBERDEBRELEE reduced to its recoverable amount through recognition
14,139,0007C * HMEEATKEESEE - of an impairment loss against goodwill of

HK$14,139,000 in that year.
RiERE 16. MINING RIGHT
BETT
HK$'000

B 7R Cost
R-ZZEZERF—F—HEK At 1st January, 2005 and

:EEﬂEJr_H =+—H 31st December, 2005 7,099
INEREBZE Effect on exchange adjustments 284
R-BEXRF+=ZA=+—H At 31st December, 2006 7,383
i Amortisation
R-ZZEZERF—A—H At 1st January, 2005 =
F N Charge for the year 86
R-_ZEZEAF+_-_A=+—H At 31st December, 2005 86
INERETE Effect on exchange adjustments 8
F N Charge for the year 147
R=-BERF+=-A=+—H At 31st December, 2006 241
REE Carrying values
R-BEXF+=-A=1+—H At 31st December, 2006 7,142
R-_ZEZEAF+_-_A=+—H At 31st December, 2005 7,013
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17.

98

Pt —B £ E#E%  17. INTEREST IN A JOINTLY CONTROLLED ENTITY
HEER
—EEXRE —ZETHEF
2006 2005
BETR BET T
HK$'000 HK$'000
FEEMEER Cost of unlisted investment in
— ) L [F) 4% i e 18 a jointly controlled entity 23,458 23,458
FriE B AR B 18 Share of post-acquisition losses (23,458) (23,458)
FE W — A £ Amount due from a jointly
1 I M 48 SR OB controlled entity 13,230 13,230
T B s Less: Allowance 13,230 (13,230)
R-ZEBEERNE+_A= Particulars of the jointly controlled entity at 31st December, 2006,
+—H  RARBEKLE which is established and operates in the PRC, are as follows:
k2 A AR
BER
FEBFSE MR
BEARz b
YNGR Proportion
BEER Form HMEAXR  of registered FTEEHR
Name of of business Registered capital held Principal
entity structure capital by the Group activities
%
BT FERERRQA X 7 5,012,500% T 60 EmE
Foshan Hunter Ceramic Co., Ltd Incorporated US$5,012,500 Inactive

BT FEREBRA
7 B I 1F 2k A £ )
B RAREEERR
AEBHZARZERE
AT FL R 4% I 7 -

& e A R 2 ) 4 2 R
HTEER - 2B RE
B E & 5K -

Foshan Hunter Ceramic Co., Ltd has been accounted for as a jointly
controlled entity as, in the opinion of the directors, the Group is in a
position to exercise common control over the management of this
company.

The amount due from the jointly controlled entity is unsecured,
interest-free and has no fixed terms of repayment.
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18. Frih — R B= AT 18. INTEREST IN AN ASSOCIATE

R
—EETRE ZETREF
2006 2005
BETR BETT
HK$'000 HK$'000
FEEMEER Cost of unlisted investment
— R E QR ER in an associate 24,911 24,911
Fir i W B8 12 155 18 Share of post-acquisition losses (24,911) (24,911)
FriG & EFE Share of net assets
FE U — R e 2 A Bl 5K 1B Amount due from an associate 41,479 41,479
o B Less: Allowance (41,479) (41,479) \r_
RZEEF+-_A= Particulars of the Group’s associate at 31st December, 2006, which is
+—8  AEBERF established in the PRC, are as follows:
K 2 B N R R B A
T
rEBFSE M
BERz A
DNARILERE Proportion
HWEERE Form HMEAX  of registered FTEER
Name of of business Registered capital held Principal
entity structure capital by the Group activities
%
BILT=HEERR QA 24V 6,652,800% 7T 48 EEEDB
Foshan Three Union Incorporated US$6,652,800 Inactive
Ceramic Co., Ltd
& W Bt & N |) 2 ZRIE T Amount due from an associate represents unsecured, interest free
mER - REREETE advances and has no fixed terms of repayment.

jEm h
EREY o
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19. HEBUXE 19. PROPERTIES HELD FOR SALE
mETDE-—HNE A The balance represents properties transferred from trade debtors of a
Al EEBEKEAR subsidiary, Shanghai Allied Cement Co., Ltd. (“Shanghai SAC”) in
RE(TEBKE]D 28 lieu of cash settlement and registered in the name of Shanghai SAC.
SEBANEREZIEYE
UREBRESER  MAE
BB ELE LK
VEEZSIN
20. ®E 20. INVENTORIES
—EERE —ZTRF
2006 2005
BETR BETT
HK$'000 HK$'000
T8 (RKA) Inventories, at cost, consist of
BETIIER : the following:
R Raw materials 22,884 25,455
EHm Work in progress 3,266 1,879
UK Finished goods 10,443 5,630
36,593 32,964
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B 5 RHEEYRTE

REBGTEESRR
ZIEEH—KBE30BE
120BTMZE - EGRE
thEKRFERBEE S
fE U R OB OB K
191,501,000 (= Z =&
A B#178,039,000
J0)  EERER DT ¢

21.

REMBBRHE (B)

Notes to the Consolidated Financial Statements (Continued)

HE-_ZTZRF+-_A=T—HIFE
For the year ended 31st December, 2006

TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing its trade customers credit periods
normally ranging from 30 days to 120 days. Included in trade and
other receivables are trade receivables of approximately
HK$191,501,000 (2005: HK$178,039,000) and their aged analysis is
as follows:

—EEXREF —EERF

2006 2005

BET T ok v

HK$'000 HK$’000

£ —90H 0-90 days 128,793 133,590
91— 180H 91-180 days 26,892 31,128
181—365H 181-365 days 16,833 6,108
BiB1F Over 1 year 18,983 7,213
191,501 178,039

R=ZZEEXRNFEF+=ZA=
+—8 ' BSEKHKIE
P BEERREER
REZEWNER AR
15,453,000 (=T H
& . B ¥ 17,541,000

JT) o WS R-FFR
F+-_A=+—RH" &
ZEVKREFRRBEA

BREZEZEZHE
Uy 2k T8 7 19,231,000
7TE o

i

+—8 ' B EKHIE
FERE—FEKRKE 2
B R E IR GR A B
26,000,0007T (& /B2 1E
RECEBB—F 238
#16,500,0007T) ° A&
BEREzZzERPEKD
FCEPZETERFH
ERZEELF+A
=t+—H®ZAXHT
5 23,000,000
7T|: o

As at 31st December, 2006, discounted bills receivable with recourse
of approximately HK$ 15,453,000 (2005: HK$17,541,000) was included
in trade receivables. Besides, as at 31st December, 2005, trade
receivables also included an amount of approximately HK$19,231,000
which had been factored with recourse.

As at 31st December, 2006, trade receivable balance included an
amount of approximately HK$26,000,000 (of which an amount of
HK$16,500,000 was over one year) receivable from a major customer.
The Group has reached a settlement schedule with that major
customer under which, among others, that major customer agreed to
settle an amount not less than HK$23,000,000 on or before 31st
December, 2007.
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22.

23.

B IS H R 1T
TR BRAIER
RES

7 & #) 24,808,0007T

—TETRE B
44,054,0007T) Z $R1T17
REEBTFRITRTB
e AR B A 2 A
EBRTHERS  BULSH
ERRBEE - 2
BB ITE IR R X
2.07%%E2.25%:t 8 (=
ZERF  1.74% =
2.07%)  RITHEFRE
cEREEERERSM
HHPALR=@A KE
MG F M E1.99% =
2.85% (T A F :
0.99%ZF2.07%) 5t & °

EZREMENR
HERSE

B 5 & H h FE 518 R
ReDEEESEMNR
B 75 # 72,337,0007C

T RFE B
93,782,0007T) * EARHER
DWWT -

22.

23.

PLEDGED SHORT-TERM BANK DEPOSITS/
BANK BALANCES AND CASH

Bank deposits totalling HK$24,808,000 (2005: HK$44,054,000) were
mainly pledged to banks and financial institutions as collateral to
secure short-term banking facilities in respect of bills payable to
suppliers and are therefore classified as current assets. The pledged
short-term bank deposits carry interest rate of 2.07% to 2.25% (2005:
1.74% to 2.07%). Bank balances and cash comprise cash held by the
Group with maturity of three months or less and carry interest at
market rates which range from 1.99% to 2.85% (2005: 0.99% to
2.07%).

TRADE AND OTHER PAYABLES AND DEPOSITS

Included in trade and other payables and deposits are trade payables
of approximately HK$72,337,000 (2005: HK$93,782,000) and their
aged analysis is as follows:

—EERE —EERF

2006 2005

BT T BT T

HK$'000 HK$'000

= —90H 0-90 days 64,953 78,697
91—180H 91-180 days 3,820 10,809
181—365H 181-365 days 2,097 1,019
HiE1F Over 1 year 1,467 3,257
72,337 93,782
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Al E A RIE 24. OBLIGATIONS UNDER A FINANCE LEASE
YHRHzRERERE
Iz EERS Present value
Minimum of minimum
lease payments lease payments
ZEERE “ZTRE ZEERE ZZTRE
2006 2005 2006 2005
BETR BRI BETTL BETT
HK$'000 HK$'000 HK$'000 HK$'000
—FRAMAZRHZE8 Amounts payable
within one year - 6 - 5
B AREE Less: Future finance
ER charges - (1) - =
M)A Present value of
%A lease obligations - 5 - 5
W ER—ER Less: Amount due for
Egze® settlement within
(B3IfE one year (shown
mEaE) under current
liabilities) - (5)

BR—F§
EEce®

AEEJRIE—TAR
BERMERARE - H
HAERF  YRE

TRE+ZA=4—
AItEEZFHES

BEMER11% (=
ZEEARF  11%) °
FERITLEHZA
HET W FEAEER
HAFEMNERR -
LT EREER
I 48 5T 37 3k A TR A9

E o

=

Amount due for settlement
after one year - -

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,
2006, the effective borrowing rate was 11% (2005: 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.
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25. RITER 25. BANK BORROWINGS
REER - $'§@5§’E’ During the year, the Group obtained new bank loans of
rERITE RB ’H% HK$183,470,000 (2005: HK$173,875,000) and repaid bank loan of
183,470,0007T (_ HK$188,176,000 (2005: HK$179,387,000). The bank loans raised are
A OF B ?fiéf used to finance the operations of the Group. Included in new bank
173,875,0007T) R 1EE borrowings are amounts of approximately HK$15,453,000 (2005:
R T B R OB HK$17,541,000) and nil (2005: HK$19,231,000) which represent the
188,176,0007T (=& = proceeds from discounted bills receivable and factored trade
" OF B K receivables respectively.
179,387,0007T) © $R4T
EXREAREEKZ
BLE - FERITERE
FEHRBEERERRE

EEZE S REKFKED A
575 #15,453,0007T (—
T T R FE B
17,541,00070) R Z (=
T T R FE B
19,231,0007%) °

rEH
THE GROUP
—EEARE —ETRF
2006 2005
BET T ok v
HK$'000 HK$'000
RITERBIETIISE : Bank borrowings comprise:
RITER Bank loans 222,227 226,933
DT - Analysed as:
B HER (L) Secured (Note) - 105,000
K 4 Unsecured 222,227 121,933
222,227 226,933
RITERER Bank borrowings are
T % B EEE repayable as follows:
EERKSFIR—FR On demand or within one year 136,227 148,183
LR —F More than one year, but not
BB F exceeding two years 86,000 78,750
222,227 226,933
W R—FANEER Less: Amount repayable within
HE‘J VD) one year and shown
BEzeH under current liabilities (136,227) (148,183)
R—FEIBA S Amount due after one year 86,000 78,750
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25. RITERK (E) 25. BANK BORROWINGS (Continued)
iz : RZTTERFT_A=+ Note:  As at 31st December, 2005, the Group’s 95% interest in a subsidiary,
—H  AEEEH—MEH Shandong Allied Wangchao Cement Limited with a net asset value of
BRR—ILREAE E RK HK$69,795,000 was pledged as part of the security against a bank loan of
Je B R QA Z95%H & HK$105,000,000. This pledged security was discharged during 2006.
(BR H & 7 ¥ 69,795,000
T ERAEEERBTE

X8 ¥ 105,000,000 K 2P
DEAR R _TENE
EA - ZEFECELR -

FHESENEEERAR Functional currency of relevant group entity is Renminbi. At the
o REHERA - $§§<{%?\ balance sheet date, the carrying amounts of the Group’'s
é’%ﬁﬁ@ﬁ AT IR &t borrowings are denominated in the following currencies:
g S
AR % Hong Kong us B
Renminbi dollars dollars Total v—
BT T BT T ST T ST T s
HK$'000 HK$'000 HK$'000 HK$'000
—EERE 2006
RITER Bank loans 100,452 108,500 13,275 222,227
—TERF 2005
RITER Bank loans 94,464 118,500 13,969 226,933
FHENMFEMELT : The average interest rates per annum paid were as follows:
—EEXREF —EERF
2006 2005
RITEX Bank overdrafts - 1.5%
RITE Bank loans 7% 5%
RITERNEREFEAE5.62% Bank borrowings include approximately HK$107,379,000 (2005:
—ZEERF  F£E4.92%) HK$108,433,000) fixed rate borrowings which carry interest at
(==} H  =H 3 bt
ZERMBRKHER 5.62% per annum (2005: 4.92% per annum) and expose the

107,379,000t (ZZEZE H

. _ Group to fair value interest rate risk. The remaining bank loans
& ¢ 51108,433,0007T) i E

jﬂi$$@@‘ﬂﬂ¥ﬁﬂ$ are arranged at variable rate borrowings based on Hong Kong

M o A TIRITES AIRE Interbank Offered Rate or Hong Kong Best Lending Rate which
/ﬁﬁﬁ TREFEXBERE carry interest at market rates ranging from 5.88% to 7.9% per
BRIRGFAEZERER - F annum (2005: 5.72% to 8% per annum) and exposing the Group
B M5 R R 5.88%%F to cash flow interest rate risk.

T9%(ZZEZRF : £8
5.72%%E8%)  WFEAEE
ﬁ%‘-ﬁﬁi/mﬂ$ﬂ fa o

Shanghai Allied Cement Limited ¢ Annual Report 2006 | 105



BMBWRHE (B)

Notes to the Consolidated Financial Statements (Continued)

HE_ZZRE+T-_A=+—-HILEE
For the year ended 31st December, 2006

26. BRA 26. SHARE CAPITAL
EERGEE
Number of ]
ordinary shares Amount
BT T
HK$'000
EERA Authorised:
SREEEE025 T2 EBR Ordinary shares of HK$0.25 each
R-_ZEERFE—HF—HB " At 1st January, 2005,
“ETRFE+-_A=t—HBK 31st December, 2005 and
“EERF+-A=1+—H 31st December, 2006 2,000,000,000 500,000
BEIRAR Issued and fully paid:
SREEBE0.25 T2 EEK Ordinary shares of HK$0.25 each
R-ZZEZRFE-—HA—H" At 1st January, 2005,
“ZETRFF+-_A=T—HBK 31st December, 2005 and
“EEF+-A=1+—H 31st December, 2006 729,395,043 182,349
27. ERBEZARRS 27. SHARE - BASED PAYMENT TRANSACTIONS

RNRR 2B E ([FRRAE
FEDERBER=-_ZZT=-F
A+ =-HBRBZRABEREL
BARARREN - RAER
EitElzxZBMNARMBHEE
REBARNDAEERERZ
Be  HESLEEHERALR
REIRERNDZEE  F4AR
AIREERESTE - BRET
KR —_T——FAHA=+
—HEm e

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.
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ERBREZNRXRZ
(%)

AR5 B PR M 5T ) % A fa) L 0 BB AR M AT
EIRE ERESR 2RO BHETEF
BBk EBRESSIZERARA
BEHRTRMZI10% (58 RER
) kW 10%RFIEE - Bl AR
REEEFEREREER AR
AIE BTN 210%  RIEBERER
B R A ] H b B AR A AT &I B E R
TEBEREREFTEZAMABRE
RITERABETZRODBERZTE
BBRARATRZEBITRNDBHZ
30% - RIEEBARABKRREE LI
A B BIE R — F A E R E A T 8
B ZEREY R 2RO T EBEAAR
REIEREBEITRNHZ1% - FXA
AARMEMES - FBTHRAESE
ERFEREBREDESIAREE
MIERTESIE c MRBERLA
HART121E A AR M A A Al = E PR R 5k
BUATESTHHEESBZIHEA
TEREZERESEHETED ER
REERzEBRESYR2BROHBEE
HBBARABDBEITRAZ01%KE
E{EB BB 15,000,0007t © BIZELE
£ NN ) s -

PR BB AR AR X th A B ER 218
NEES - WA SO BRESNE
1o - BREARESSHEELZH
& P BE B AR 15 BB AR T 81 2 1R 3KAT
£ ETEHISEAERBRER
10 - (THEEBHARRESEE © X
MERARR BN E L B HERR
Pz B R EEE B A aEe
EEBRMDZ2FHURTEUARSER
2E) -
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For the year ended 31st December, 2006

SHARE - BASED PAYMENT TRANSACTIONS
(Continued)

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.

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 and, the average closing price of the
shares on the Stock Exchange for the five business days
immediately preceding the date of grant.
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27. ENBREZNTISE 27. SHARE - BASED PAYMENT TRANSACTIONS

(&) (Continued)
TREBARAEER The following table discloses details of the Company’s share option
EERFANFE ZER held by directors and employees together with movements of such
R &ﬁ BERIER holdings during the year:
2
RZZZRE RZ2Ex if- R-28AE
-B-B RIEZLf -A- R-BBRE W-BERE FZAZ1-H
HATELHE ERRN MAS ﬁiZﬂE EREN ERil HATEZHA
Outstanding at Lapsed  Outstanding at Lapsed Cancelled  Outstanding at
st January, during 1st January, during during ~ 31st December,
2005 2005 2006 2006 2006 2006
MEZHE  Held by directors 6,100,000 - 6,100,000 - (4,600,000) 1,500,000
\f- BESHA  Held by emploees 15,600,000 (600,000) 15,000,000 (1,600,000 (13,400,000) -
21,700,000 (600,000) 21,100,000 (1,600,000) (18,000,000) 1,500,000
RZBEERNF+_A= The outstanding share option as at 31st December, 2006 is held by a
T— B R ARITE 2B former director.
HH-RBAIEESER
E o
FHAEBRENR_ZZTMN The options are exercisable from 28th January, 2004 to 27th July,
F-—AZ+NHEZZE 2013 with an exercise price of HK$0.70.

—=F+A=-++HA
ATTE BB ¥0.707T17
f# o
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DEFERRED TAXATION
At the balance sheet date and during the year, deferred tax liabilities

(assets) have been recognised in respect of the temporary differences
attributable to the following:

nE - REEH
EET Allowance
Property, for
plant and doubtful Ht an
equipment debts Others Total
BETT BB BB BB
HK$'000 HK$'000 HK$'000 HK$'000
RN-EERE-F—-H At 1st January, 2005 28,841 (6,492) 891 23,240
ERES Exchange differences 557 (125) - 432
Mk GA) Charge (credit) to
RERRA income for the year 2,843 (2,668) (8) 167
RZEZRE+-A=T—H At 31st December, 2005
LER=-2%xE-A-H and at 1st January, 2006 32,241 (9,285) 883 23,839
ERES Exchange differences 1,351 (195) - 1,156
Mk GTA) Charge (credit) to
RERRA income for the year 1,867 5,336 (6) 7,197
R=BRAE+=A=+-H At 31st December, 2006 35,459 (4,144) 877 32,192

BB A B K
144,302,000t (=
TTRHF B
142,817,0007T) 2 it
REAMRIEEEA T
A A F o R
185 2 g ) 7 2 B LA
&1 B M IR
EFHIBEE - REMA
7ot 765 B3 18 A 4 PR R 4%
$§ °

At 31st December, 2006, the Group has unused tax losses of
HK$144,302,000 (2005: HK$142,817,000) available for offset against
future profits. No deferred tax asset has been recognised due to the
unpredictability of future profit streams. The unused tax losses may be
carried forward indefinitely.
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29.

30.

TEFREXRS

HE_ZTTAF+_A=+—HLHF
ER ASEEFHAMEBEEERK
1,864,0007T 2 I VE B —RIKT B A
ZSHEEMT o AEEIE Lt ER ST
EW D R E o 5 &7 884,000
TZME BERZERER
980,000 T < A HEFKIA o

HE-_ZTZTRAF+_B=1+—HItHF
ER - RNEEEGHE%16,789,0007T
ZYE BERZBEMEBESETH
R EEFARGEEBZES R
HMEMRBEUARREAN -HEZT
THETZ_A=FT—HBLEFERN K
& B H & # A BB #626,000
TTZWE  ARBBRSER

iR K18 R & &1

AEERBELRERER RS2 HR
BeFd  ZEtEzEERAREE
EDRBE  TARFTARHZES
FE - ARBRAZEREBHEK
AELS%E R - MEB REL AR
D2 K e

AEEZEANREEDEMBTERZ
BREERAKENAEIZKE - AK
BARZEKRENFEREREZH S
RAEERB DL 25K - REEF
ZERRBRE 2 A EERIEL TR

AR e

RER - KEBEREKRE R EED
4,494,000 (ZEZT R 4F -
7 3,812,0007T)

29.

30.

10| LBEBEKERGER AR —TTXNFFH

&

MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2006, the Group
occupied two properties of HK$1,864,000 as sales office
of one of the subsidiaries. The Group reclassified the
above property from properties held for sale to property,
plant and equipment of HK$884,000 and prepaid lease
payment of HK$980,000 respectively.

During the year ended 31st December, 2005, the Group
acquired property, plant and equipment of
HK$16,789,000 which was not yet paid and was
included in trade and other payable and deposit as at
the balance sheet date. During the year ended 31st
December, 2005, the Group also received properties of
HK$626,000 from other debtors in lieu of cash
settlement.

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$4,494,000 (2005:
HK$3,812,000).
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For the year ended 31st December, 2006

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.

ZEEAREF —EThHE
2006 2005
BT T BT T
HK$'000 HK$'000
KEHEBRTNRFENRN Minimum lease payments
WRAESZHZ under operating leases
HIEMHE KB recognised as an expense
in the year 2,007 1,424

RZZEENFT+ZRA=1+—
A AEERE LLRZHERT
AR 2 MELERL - A
BEEEAS I REERESRE
W

At 31st December, 2006, the Group had commitments for
future minimum lease payments under the above arrangement
and other non-cancellable operating leases for premises which
fall due as follows:

ZEEAREF —EThHE

2006 2005

BT T BT T

HK$'000 HK$'000

—F A Not later than one year 1,131 1,942
Bl —F Later than one year and

BARAF not later than five years 1,360 1,831

AT F Later than five years 76 371

2,567 4,144
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HE_ZZRE+T-_A=+—-HILEE
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32. HEKMEARF 32. DISPOSAL OF SUBSIDIARIES
REEETBERRMAF 10K - K As referred to in note 10 to the consolidated financial
’EIEA_ ZERF=A=-T+AH statements, on 27th March, 2006, the Group discontinued

ETHBEWBARKRE R LS its ceramic tiles, granite and marble products operations at
ﬁﬁ@ CEREARERED o LEH the time of disposal of certain subsidiaries related. Details
BRARNEE RN FEEBEFABN of the net assets of these subsidiaries as at the date of
™ disposal were as follows:

ok aubv
HK$'000
HEFEEE NET ASSETS DISPOSED OF
B 5 Kk E b FE W 5k I8 Trade and other receivables 4
HR1T 45 R Bank balances 38
42
ﬂ & 2 Wz Gain on disposal 8
BRE Total consideration 50
AR Satisfied by:
RIERE Deferred consideration 50
HEEEZRE ML IFHE : Net cash outflow arising on disposal:
EREZRTEFTEREAES Bank balances and cash disposed of 38
BERXR_ZEZELHE-—HZANUR The deferred consideration was settled in cash by the
SHAAXIMNBELERE - purchaser on 2nd January, 2007.
ZEMBRARAUAEERERE R The impact of those subsidiaries on the Group's results
ZHFEREBRRE RN T E and cash flows in the current and prior periods is disclosed
PR ERE BRI L0 - in note 10 to the consolidated financial statements.
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HE_ZZXRF+_A=+—HIFE
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33. Hhi&iE 33. OTHER COMMITMENTS
RZETZRFE+_A= At 31st December, 2006, the Group had the following commitment:
+—H - AEEZEAE
HIWAT
—EEXREF —ZETHEF
2006 2005
BETRT BETT
HK$'000 HK$'000
MIE - BE R Capital expenditure contracted
B2 EETRY for but not provided
BRREE I for in the consolidated
WEPRECLER financial statements in respect of
=3 property, plant and equipment - 5,533
34. HAEE 34. CONTINGENT LIABILITIES w
—EEXRE —TTRHF
2006 2005
BETT BETT
HK$'000 HK$'000
G =PNG] Guarantees given to banks and
FAEEMM financial institutions
HRAT H BT TS A e in respect of banking facilities
EH R utilised by fellow subsidiaries - 57,692
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35. BEREAEXTRS 35.

Mmn R—AhAF+=A+,x8-
EBKRERE EBKIEI0%
a2 EBACRB ([ E8KE
) RIS AL - RIERL - £
AR T F ER 8RR X
HHEAE  HhaE(EEE
ERAB(FEZREEANAE
Rz BERZXEBEZHE
BMH10%EEHE) - R(Q)
FERE(EZREBITHNSHIRN
RERHOBRELEE ZERE
EREHERMZEE BE
B) o EBXKEBRITBERS
FRELEE -HE-_ZTTF
+-A=+—BLEER: L
BRI Nz HABAEAS
¥ 5,769,000 (ZZEZT R F -
75 #5,852,0007T) °

2) RZZTZT=_FtA AQAHE
AREFBEKEBERAA([X
Z]) BE L HEREREHET L
BiHE AEERRFEZX
ZHBRAAI([RE&EE]) 258
FERRESETER  MRE
EEAMATREZAERET
BRREER - BEARNIE
ERASBEBEURDRFEEINEZ
ERE N -_ZTEEE+ A
=+—H " LEKEREAKX
ZEBR B 2 E KR EER

—_ 2 ZF A F o
57,692,0007T) * K& & E Al
B EBAKRR R R 2 &R M
75 #49,105,000C (—ZEZF H
& ¢ B 28,846,0007T) Z HE
R o TR R X - 2 B R B IR
AFBHRTER - REAR - K
RAMBEENRALTZE
g o
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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. Certain
underlying assets are also used by SCF. During
the year ended 31st December, 2006, Shanghai
SAC paid a total leasing fee of HK$5,769,000 to
SCF (2005: HK$5,852,000).

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 the PRC and the Tian An Group
provides guarantees to secure certain borrowings
of the Group in the PRC. A guarantee fee of 1%
per annum on the principal amount of the
guarantees is chargeable between the relevant
parties. At 31st December, 2006, Shanghai SAC
provided guarantees of nil (2005:
HK$57,692,000) to secure borrowings of the Tian
An Group in the PRC and the Tian An Group
provided guarantees of HK$49,105,000 (2005:
HK$28,846,000) 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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BE_ZTXF+_A=+"HLFE
For the year ended 31st December, 2006

35. EREALTRS (&) 35. RELATED PARTY TRANSACTIONS (Continued)
BEoh - AN B 1T 2 H fih B In addition, the Group has entered into the following related
RBWT ¢ party transactions:

—EEXRE —TTRF
2006 2005
BETR BETT
HK$'000 HK$'000
(i) RZEMBAOFE ()  Fellow subsidiaries
FEHRX Interest charge 1,026 546
EEBRY Management fee expenses 724 690
REERKA Guarantee fee income 213 665
REBRAIL Guarantee fee payment 363 454
HELE  EMA Sales of ceramic tiles,
ANREREM granite and marble products 950 2,095
(i) BEALQT (i) Subsidiaries of a company
BRERDF which has significant
EXEEER beneficial interests in the
AN I Company'’s ultimate
ME AR holding company
RER 7 Insurance paid 165 188
FERZ Interest charge 500 4 ﬂ
HeRmt  ARE Rental expenses, air
#ERRE conditioning charges,
repairs and maintenance 531 579
(i) BEAXLQT (i) Company which has
BRERAT significant beneficial
EXEHEER interests in the Company's
ZAFE ultimate holding company
EREBEMY Management fee expenses 935 830
(iv) BRARERADF (iv) Ultimate holding company
REBAIH Guarantee fee payment 82 =
(v FTEEEEWHHE (v) Key management compensation
e kAR Salaries and other short-term
EE®E7 employee benefits 2,730 3,154
EEBAKAE Employment benefit costs 89 138
AEEBETEEZEEABS WER— Certain key management personnel of the Group received
ERARAIHZR A 22 ENE remuneration from a company, or a wholly-owned
NG 3| (ﬁﬁEZ ﬂ?ﬁﬁéﬁ?ﬂ subsidiary of such company, which has significant beneficial

\

SEENREERARF) o ZAA
MASERHEBRBE R ZE
AEREMIFERAEEEEERE
ABRBEZIRFBRASEKNE

B BEERC AWEG)E R
BN o

LT EREER ST REREK
B W2EEEABRANEE
ERZEERAT#HREY LED
EHABZEHE ZEBREHE
42 /579,000 T (ZEEH
F 413,000 L) * EFFA L
TEEBEAEHFMA -

interests in the Company’s ultimate holding company. Such
company provided management services to the Group and
charged the Group a fee, which has been included in
management fee as disclosed in part (iii) of this note, for
services provided by those personnel as well as others who
were not key management personnel of the Group.

The above-mentioned management fee commenced to be
charged in 2005 and is calculated by reference to the time
devoted by the management personnel on the affairs of
the Group and can be apportioned to the above key
management personnel. The total of such apportioned
amounts, which have been included in the key management
personnel compensation above, is HK$579,000 (2005:
HK$413,000).
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35. BEBREALRS (&) 35. RELATED PARTY TRANSACTIONS (Continued)
RZEERFF+_A="+— As at 31st December, 2006, the Group had the following
REBBEUTEREBEA ﬁ% significant balances with related parties.

CERE

—gEAE - FTEF
2006 2005
BT BETR BETT
Notes HK$'000 HK$'000
mEEE Current assets
RS Amounts due from
NCIEE fellow subsidiaries a 1,927 707
mMEBE Current liabilities
JE A B AR 1 R Amount due to ultimate
NG 6] holding company a 7,937 6,150
FE A — I [R) % Bf Amount due to
A Al IR a fellow subsidiary b 9,603 9,322
BN H Amount due to
B R RIB a minority shareholder a 4,974 2,623
fE < A i Amounts due to
K sneic UNEIF- ¢ related companies C 935 4,958
FRBAR Non-current liabilities
A —hr D& Amount due to
f% B8 IH a minority shareholder d 494 368
AIEES] Amounts due to
R EIFIE fellow subsidiaries d 203 152

Bt 5 Notes:

(@ DHERREER  REREREREK (a) The balances are unsecured, non-interest bearing and recoverable
@ o on demand.

(b) L E R A E FE9,000,000T (ZEEH (b) The balance represents a loan of HK$9,000,000 (2005:
& : J5%9,000,0007T) R EABEF B o ZE HK$9,000,000) and its related interest. The loan is borrowed from
FhfEERZZ —HKBRREZER a subsidiary of Tian An for operating purpose and is unsecured,
B WREER FRRABARERME bearing interest at Hong Kong prime rate plus 3.5% (2005: Hong
M35%(ZZZTHF : FRKEBMEM Kong prime rate plus 3.5%) per annum and repayable within one

3.5%) REAR—FRERE - year.

(© KRB F+-A=+—H" E% %f’j (c) At 31st December, 2006, the balance is unsecured, non-interest
EER - RERERERKEE R-F bearing and repayable on demand. Included in the balance at 31st
THETZA=+—H#&H+T  BFE—2 December, 2005 is a loan of HK$4,000,000 which was borrowed

A/%“‘%% 000 0007T * Jf& B — F’W\$ from a subsidiary of a company which has significant beneficiary

Ei,%’i(? AAEEERERRH LA interests in the Company’'s ultimate holding company and has

22— W%’RE—J o ﬁtg?ﬂﬁﬂf*ﬁﬁﬁéﬁﬁ common directors. The loan was for general working purposes and

B BER FERBBREZMEM was unsecured, bearing interest at Hong Kong prime rate plus

35%RER—FERER -BRT-TTHF 3.5% per annum and was repayable within one year. The remaining

ERRBER RERAREXEHEE - balance of 2005 was unsecured, non-interest bearing and repayable
on demand.

(d) R RZMERRIFKERES D8R (d) The amounts due to fellow subsidiaries and the amount due to a
RAEREER  RERREELEHZ minority shareholder are unsecured, interest-free and repayable by

EmEER  WEBRENRERE - Z the expiry of the joint venture agreement and the amounts are
ZEBZ BRI EREFS.58% ° therefore shown as non-current. The effective interest rate of these
amounts is 5.58% per annum.

Eé,\\égafﬁiﬁi%fﬁli_ﬁz,ﬁ\@ NN Details of other balances and transactions with related

P2 HABEEN A 5?%@%&,@ parties at the balance sheet date are disclosed in the

BB mERMEE17%18 ¢ consolidated balance sheet, notes 17 and 18 to the

consolidated financial statements.
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KRR ZEE 36. BALANCE SHEET INFORMATION OF THE COMPANY
BEXRER
REER  XARZ Balance sheet information of the Company at the balance sheet date
EEBBRERNBHE includes:
—EEREF —TTRF
2006 2005
Ht = BET T BET T
Notes HK$'000 HK$'000
ERBEE NON-CURRENT ASSETS
FELEMEE Unlisted investments 63,842 47,642
FE U B B A A Amount due from
SRR R subsidiaries less
allowances a 245,359 266,433
309,201 314,075
REEE CURRENT ASSETS
H {th & W 578 Other receivables
RIBFRIE and prepayments 293 226
RITHEGERIR® Bank balances and cash 89 91
382 317
REAE CURRENT LIABILITIES
E A f& 5 5UIE Other payables 914 755
& 15 B 4% 422 IR A A Amount due to ultimate
KIE holding company 1,388 1,467
R ENEE Amounts due to subsidiaries  a 9,655 7,758
WHRITER Short term bank loan,
f 4 1 unsecured 12,500 13,500
24,457 23,480
REBEEFHE NET CURRENT LIABILITIES (24,075) (23,163)
HEERRBAR TOTAL ASSETS LESS
CURRENT LIABILITIES 285,126 290,912
B2 R & 4% CAPITAL AND RESERVES
% 7 Share capital 182,349 182,349
& Reserves b 102,777 108,563
285,126 290,912
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36. ADAAZEE
RERER (B)

KAREZHBA AR
ZEERF+ZR=T
—AZHBERNRESE
BRI R M 37 -

I 48 A 0] P /8B 2 R) IR 4R
BB S A A B
BB EAETES

GEX

a. FE W (FEAS) B B
D ERE

FE W (FEAF) Bt B
NRERAREL
H2ENEE
R BRARA
TEREERR
T-EARKE
SIEE IR
e

36.

BALANCE SHEET INFORMATION OF THE COMPANY
(Continued)

Particulars of the principal subsidiaries of the Company at 31st
December, 2006 are set out in note 37 to the consolidated financial
statements.

None of the subsidiaries had any debt securities outstanding at the
end of the year or any time during the year.

Notes:

a. Amounts due from (to) subsidiaries

The amounts due from (to) subsidiaries are unsecured, interest-
free and have no fixed terms of repayment. In the opinion of
the directors of the Company, the amounts will not be
recoverable/repayable in the next twelve months from the
balance sheet date and the amounts are therefore shown as
non-current.
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36. XAFZEEAE 36. BALANCE SHEET INFORMATION OF THE
RER (88) COMPANY (Continued)
b. AQRE Z#E b. Reserves of the Company
RABE G
Capital EBHEH HKEEF
redemption Contributed  Retained A
reserve surplus profits Total
BETT A¥Tr AT A%
HK$'000 HK$'000 HK$'000 HK$'000
LN THE COMPANY
RN-EERE-F—-H At 1st January, 2005 918 65,409 47,008 113,335
AEER Loss for the year - - (4,772) (4,772)
R_ZETRF+-A=1—-H At 31st December, 2005
FRZBEXE-HF-H and at 1st January, 2006 918 65,409 42,236 108,563
KEEE Loss for the year - - (5,786) (5,786) v—
R-ZZEEXE+-A=1-H At 31st December, 2006 918 65,409 36,450 102,777

RRBZBEHRBIEATH
B2 A

(a) All Gold Investments
Limited 2 & fff B &
EIANGIEFEES e
HrirealRRESHE
RNARIRIEE AT
TRMEE2Z5

(b) R-ZTZ_FHIRD
BITBRAREHEAR
AR5 1R 2 B s
BimELEZHBRF
B RMBRRBRRX
NZRFAEE (RE
BER) K% -

The contributed surplus of the Company represents
the aggregate of:

(a)

the difference between the consolidated
shareholders’ funds of All Gold Investments
Limited and its subsidiaries at the date on
which the corporate reorganisation became
effective and the nominal amount of the
Company's shares issued under the
reorganisation; and

a net balance arising from reduction of issued
share capital and share premium after setting
off accumulated losses of the Company
during 2002 and after deducting the
accumulated dividend paid from contributed
surplus to shareholders.
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36. XATZEEEBERESR 36. BALANCE SHEET INFORMATION OF THE

(&) COMPANY (Continued)

b. RRAF 2 #E (E) b. Reserves of the Company (Continued)
BEEBRE-—NN\—F Under the Companies Act 1981 of Bermuda (as
RNEVEUBFTAR) » AA amended), the contributed surplus of the Company is
ACERBHRAES available for distribution. However, the Company cannot
IR AN TR s B A N declare or pay a dividend or make a distribution out of
LR Ul /NI R X1 contributed surplus if:

B BB EIROR A

REKELDIK :

(a) ViNNICT B RSR (a) it is, or would after the payment be, unable to
NREENEER pay its liabilities as they become due; or

BIMES K

(by ANRBEEZA (b)  the realisable value of its assets would thereby
FI5 B E it be less than the aggregate of its liabilities and
BREBE B its issued share capital and share premium

ﬂ AT AN B £ accounts.
B AR IH 2 4
e

KRR A5 R T AR R The Company’s reserves available for distribution to

ZREBHET shareholders are as follows:

—geAE  —TTIF

2006 2005

BET T ok aubv

HK$'000 HK$'000

EHRR Contributed surplus 65,409 65,409
R B & F Retained profits 36,450 42,236
101,859 107,645
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PARTICULARS OF PRINCIPAL SUBSIDIARIES

NN
BERTRE/
BRTR &Rz Al
HEMmEL HMERE/ Proportion of
B &R issued share
Place of Issued and fully capital/registered TEER
MEAR SRR incorporation/ paid share capital/ capital held Principal
Name of subsidiary registration registered capital by the Company activities
BE#E %
Directly Indirectly
% %
All-cement Limited RBRARS ERR1ET - 100 REER
British Virgin Islands Ordinary US$1 Investment holding
All-Shanghai Inc. RERLHS LR = 833 IEMERK
British Virgin Islands 15,376,500 7T Investment holding
Ordinary
US$15,376,500

IR FEE SR 9 it & 2R - - KERDH
ARRA (Ff5ta) AR #4,000,0007T k)

Beijing Shanglian Shoufeng The PRC Registered capital Manufacturing and
Construction Materials (Note a) RMB4,000,000 distribution of
Limited® slag powder

Global Merit EBRZHS LmR1ET = 100 REER
Investments Limited  British Virgin Islands Ordinary US$1 Investment holding

SAC Enterprises Limited g @Ak % 1,0007T 100 - REERARH

Hong Kong Ordinary HK$1,000 BEERY
Provision of
management
services to group
companies

LB BEEARAR B LA 100 - 100 ASERERE

SAC Finance Company Hong Kong Ordinary HK$100 B 75 AR 75
Limited Provision of

financing services
to group
companies
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37. XEMBLATZFHE (Z) 37. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)
PN =3
BRITRE/
BEIR i E A 2 b
HEMmEL BERE/ Proportion of
Bt HMEX issued share
Place of Issued and fully capital/registered TEXH
ig PNEIECR incorporation/ paid share capital/ capital held Principal
Name of subsidiary registration registered capital by the Company activities
HE &
Directly Indirectly
% %
IR B A T KR i & A = 95 HAERDHE
BERAA (Fft 3Eb) 9,200,0003 7T U Y
Shandong Allied The PRC Registered capital Manufacturing and
Wangchao Cement (Note b) US$9,200,000 distribution of
Limited cement and
ﬁ clinker
IR EB KRB R H & A = 100 4ERDHE
BERAA (fi&Eo 1,000,0003 7T U T
Shandong Shanghai The PRC Registered capital Manufacturing and
Allied Cement Co., Ltd. (Note c) US$1,000,000 distribution of
cement and
clinker
EEBAENKE i & A = 60 HERDHE
BRAHE (Fft #%b) 24,000,0005 7T e R #E
Shanghai Allied Cement The PRC Registered capital Manufacturing and
Co., Ltd. (Note b) US$24,000,000 distribution of
cement and
clinker
FHKREEE BB TER 100 - BEER
AR AT Hong Kong 7% 10,000,0007C Investment holding
Shanghai Allied Cement Ordinary
Holdings Limited HK$10,000,000
RN EEIRAEM H HMEAR - - BEER
BRAR(DRIIEE]) (Pt 3% d) AR #1,500,0007T Investment holding
(“SZ TRIWA") The PRC Registered capital
(Note d) RMB 1,500,000
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a. ZMBARARINEE R

AKE AR - E80%EMEAAR
THRAEEHE -

b. ZEMBARDFEZEFIEG
Az -

c. ZMBAR D —HIERER
w,

d. %W%imi%Ai%ﬁ'ﬁ
A RN E Z M E AL &
ﬁ&ﬂ%ﬁ%m°@ﬁ$ R
BEZHEEANEREETLZ
AT H#E - RINBEHEE AR
B AN S 8RR R AE ROR
RYBEEEGEREEIE
N AR AT EEEUR Y B EE 2 B
BREEBEREN R IR
RYNBEZ 2R EEERAE
B o Et  RINBEDRAR
AlZMBARKRE  MEEz
EiE AERBEHRAFE
AAEEER  BERAMR -
RYNBEZIMEARTBASE
B -

ERABMAESAREIEZZE
AEERAFEREXBRAE
BAFNEERABZART
MEBLE  ZEERA - MET
HMBARZFHE  Algs
HERBOHITE -

t RIE# 5
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For the year ended 31st December, 2006

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

Notes:

a.

The subsidiary is a non-wholly owned subsidiary of SZ TRIWA, of which
80% registered capital was contributed by the Group.

The subsidiaries are non-wholly owned Sino-foreign joint ventures.

The subsidiary is a wholly owned enterprise with foreign capital.

The Company does not have any equity interest in the registered capital
of SZ TRIWA as it is owned by three individuals. Pursuant to certain
agreements among SZ TRIWA, the owners of SZ TRIWA and the Group,
the owners of SZ TRIWA agreed to assign the power to appoint and
remove all the members of the board of directors of and to govern the
financial and operating policies of SZ TRIWA to the Group and to
transfer all results of SZ TRIWA to the Group. Accordingly, SZ TRIWA is
treated as a subsidiary of the Company and its results, assets and
liabilities are consolidated with those of the Group. The registered
capital of SZ TRIWA 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.

1 for identification purposes only
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