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GENERAL INFORMATION

Burwill Holdings Limited (the “Company”) is an
investment holding company. Its subsidiaries are
principally engaged in steel trading, warehousing and
distribution, steel manufacturing and processing, property
development and investment.

The Company is incorporated as an exempted company
in Bermuda with limited liability. The Company’s shares
have been listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) since 1983, and have a
secondary listing on Singapore Exchange Securities
Trading Limited since 1990.

These consolidated financial statements are presented in
thousands of units of Hong Kong dollars (HK$'000),
unless otherwise stated. These consolidated financial
statements have been approved for issue by the Board
of Directors on 20 April 2007.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

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

The consolidated financial statements have been
prepared under the historical cost convention, as
modified by the revaluation of certain investment
properties, available-for-sale financial assets, financial
assets and financial liabilities (including derivative
instruments) at fair value through profit or loss,
which are carried at fair value.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

50

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group's accounting policies. The areas involving
a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to
the consolidated financial statements, are disclosed
in Note 4.

(a) Standards, amendments and interpretations
effective in 2006 relevant to the Group’s
operations

The following standards, amendments and
interpretations are mandatory for accounting
periods beginning on or after 1 January 2006
and are relevant to the Group’s operations:

° HKAS 21 (Amendment) — Net Investment

in a Foreign Operation;

° HKAS 39 and HKFRS 4 (Amendments) —
Financial Guarantee Contracts;

o HKFRS-Int 4 — Determining whether an
Arrangement contains a Lease;

The adoption of such standards, amendments
or interpretations has no significant effect on
these financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.1 Basis of preparation (continued)

(b)

Standards, amendments and interpretations
effective in 2006 but not relevant to the
Group’s operations

The following standards, amendments and
interpretations are mandatory for accounting
periods beginning on or after 1 January 2006
but are not relevant to the Group’s operations:

HKAS 19 (Amendment) — Actuarial Gains
and Losses, Group Plans and Disclosures;

HKAS 39 (Amendment) — Cash Flow Hedge
Accounting of Forecast Intragroup
Transactions;

HKAS 39 (Amendment) — The Fair Value
Option;

HKFRS 6 — Exploration for and Evaluation
of Mineral Resources;

HKFRS-Int 5 — Rights to Interests arising
from Decommissioning, Restoration and
Environmental Rehabilitation Funds; and

HK(IFRIC)-Int 6 — Liabilities arising from
Participating in a Specific Market — Waste
Electrical and Electronic Equipment
(effective for annual periods beginning on
or after 1 December 2005).
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

52

(c) Standards, amendments and interpretations to

existing standards that are not yet effective and
have not been early adopted by the Group

The following standards, amendments and
interpretations to existing standards have been
published that are mandatory for the Group's
accounting periods beginning on or after 1 May
2006 or later periods but that the Group has
not early adopted:

° HKFRS 7 — Financial Instruments: Disclosures
and HKAS 1 (Amendment), Presentation of
Financial Statements — Capital Disclosures
(effective for annual periods beginning on
or after 1 January 2007);

. HK(IFRIC)-Int 8 — Scope of HKFRS 2 (effective
for annual periods beginning on or after 1
May 2006);

° HK(IFRIC)-Int 10 — Interim Financial
Reporting and Impairment (effective for
annual periods beginning on or after 1
November 2006); and

° HK(IFRIC)-Int 11 — HKFRS 2 — Group and
Treasury Share Transactions (effective for
annual periods beginning on or after 1
March 2007).
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued)

(d)

Interpretations to existing standards that are
not yet effective and not relevant to the Group’s
operations

The following interpretations to existing
standards have been published that are
mandatory for the Group’s accounting periods
beginning on or after 1 May 2006 or later
periods but are not relevant to the Group’s
operations:

e HK(IFRIC)-Int 7 — Applying the Restatement
Approach under HKAS 29, Financial
Reporting in Hyperinflationary Economies
(effective for annual periods beginning on
or after 1 March 2006); and

° HK(IFRIC)-Int 9 — Reassessment of
Embedded Derivatives (effective for annual
periods beginning on or after 1 June 2006).

2.2 Consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries made up to 31 December.

(a)

Subsidiaries

Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.2 Consolidation (continued)

54

(a) Subsidiaries (continued)

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs
directly attributable to the acquisition.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date, irrespective of
the extent of any minority interest. The excess
of the cost of acquisition over the fair value of
the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference
is recognised directly in the income statement.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.

In the Company’'s balance sheet, the
investments in subsidiaries are stated at cost
less provision for impairment losses. The results
of subsidiaries are accounted by the Company
on the basis of dividends received and
receivable.
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Notes to the Consolidated Financial Statements

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.2 Consolidation (continued)

(b) Transactions with minority interests

(c)

The Group applies a policy of treating
transactions with minority interests as
transactions with parties external to the Group.
Disposals to minority interests result in gains
and losses for the Group that are recorded in
the consolidated income statement. Purchases
from minority interests result in goodwill, being
the difference between any consideration paid
and the relevant share acquired of the carrying
value of net assets of the subsidiary.

Associates

Associates are all entities over which the Group
has significant influence but not control,
generally accompanying a shareholding of
between 20% and 50% of the voting rights.
Investments in associates are accounted for by
using the equity method of accounting and are
initially recognised at cost. The Group’s
investment in associates includes goodwill (net
of any accumulated impairment loss) identified
on acquisition.

The Group’'s share of its associates’ post-
acquisition profits or losses is recognised in the
income statement, and its share of post-
acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group’s
share of losses in an associate equals or exceeds
its interest in the associate, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
associate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EESNRERE (&)
(continued)

2.2 Consolidation (continued) 2.2 AR E (&)

(c) Associates (continued)

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group's interest in the associates.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary
to ensure consistency with the policies adopted
by the Group.

Diluted gains and losses in associates are
recognised in the consolidated income
statement.

In the Company’s balance sheet, investments
in associates are stated at cost less provision
for impairment losses. The results of associates
are accounted for by the Company on the basis
of dividend received and receivable.
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A business segment is a group of assets and
operations engaged in providing products or services
that are subject to risks and returns that are different
from those of other business segments. A
geographical segment is engaged in providing RRPRERHEMSRT HRE
products or services within a particular economic RO HELEH K BERERE
environment that are subject to risks and returns $E’]"*BTH°

that are different from those of segments operating

in other economic environments.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4 Foreign currency translation

(a) Functional and presentation currency

(b)

Items included in the financial statements of
each of the Group’s entities are measured using
the currency of the primary economic
environment in which the entity operates (the
“functional currency”). The consolidated
financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the
income statement, except when deferred in
equity as qualifying cash flow hedges or
qualifying net investment hedges.

Changes in the fair value of monetary securities
denominated in foreign currency classified as
available-for-sale are analysed between
translation differences resulting from changes
in the amortised cost of the security, and other
changes in the carrying amount of the security.
Translation differences related to changes in the
amortised cost are recognised in profit or loss,
and other changes in carrying amount are
recognised in equity.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4 Foreign currency translation (continued)

58

(b) Transactions and balances (continued)

(c)

Translation differences on non-monetary
financial assets and liabilities are reported as
part of the fair value gain or loss. Translation
difference on non-monetary financial assets and
liabilities such as equities held at fair value
through profit or loss are recognised in profit
or loss as part of the fair value gain or loss.
Translation differences on non-monetary
financial assets such as equities classified as
available-for-sale are included in the available-
for-sale reserve in equity.

Group companies

The results and financial position of all the
group entities (none of which has the currency
of a hyperinflationary economy) that have a
functional currency different from the
presentation currency are translated into the
presentation currency as follows:

o assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

e income and expenses for each income
statement are translated at average
exchange rates (unless this average is not
a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at the
dates of the transactions); and

e all resulting exchange differences are
recognised as a separate component of
equity.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to shareholders’
equity. When a foreign operation is partially
disposed of or sold, exchange differences that
were recorded in equity are recognised in the
income statement as part of the gain or loss
on sale.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate.

2.5 Property, plant and equipment

Property, plant and equipment are stated at historical
cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost
may also include transfers from equity of any gains/
losses on qualifying cash flow hedges of foreign
currency purchases of property, plant and
equipment.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are charged in the income statement
during the financial period in which they are
incurred.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.5 Property, plant and equipment (continued)

2.6

Depreciation of property, plant and equipment is
calculated, using the straight-line method to allocate
their costs to their residual values over their

estimated useful lives, as follows:

— Buildings
— Leasehold improvements

— Machinery
— Furniture and equipment
— Motor vehicles

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each

balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated

recoverable amount (Note 2.8).

Gains and losses on disposals are determined by
comparing proceeds with the carrying amount and
are recognised in the income statement. When
revalued assets are sold, the amounts included in

20 to 50 years

2 to 10 years
(over the period
of leases)

10 years

4 to 10 years

4 to 10 years

other reserves are transferred to retained profits.

Intangible assets

(@) Domain names and trademarks

Acquisition costs of domain names and legal
costs related to the registration of trademarks
are capitalised and amortised on a straight-line
basis over their estimated useful lives of ten

years.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.6

2.7

Intangible assets (continued)
(b) Computer software

Acquired computer software licences are
capitalised on the basis of the costs incurred to
acquire and bring to use the specific software.
These costs are amortised over their estimated
useful lives of ten years.

Investment properties

Property that is held for long-term rental yields or
for capital appreciation or both, and that is not
occupied by the companies in the consolidated
Group, is classified as investment property.

Investment property comprises land held under
operating leases and buildings held under finance
leases.

Land held under operating leases are classified and
accounted for as investment property when the rest
of the definition of investment property is met. The
operating lease is accounted for as if it were a
finance lease.

Investment property is measured initially at its cost,
including related transaction costs.

After initial recognition, investment property is
carried at fair value. Fair value is based on active
market prices, adjusted, if necessary, for any
difference in the nature, location or condition of
the specific asset. If this information is not available,
the Group uses alternative valuation methods such
as recent prices on less active markets or discounted
cash flow projections. These valuations are reviewed
annually by external valuers. Investment property
that is being redeveloped for continuing use as
investment property or for which the market has
become less active continues to be measured at fair
value.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.7 Investment properties (continued)

62

The fair value of investment property reflects, among
other things, rental income from current leases and
assumptions about rental income from future leases
in the light of current market conditions.

The fair value also reflects, on a similar basis, any
cash outflows that could be expected in respect of
the property. Some of those outflows are recognised
as a liability, including finance lease liabilities in
respect of land classified as investment property;
others, including contingent rent payments, are not
recognised in the financial statements.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
costs are expensed in the income statement during
the financial period in which they are incurred.

Changes in fair values are recognised in the income
statement as part of other gain.

If an investment property becomes owner-occupied,
it is reclassified as property, plant and equipment,
and its fair value at the date of reclassification
becomes its cost for accounting purposes. Property
that is being constructed or developed for future
use as investment property is classified as property,
plant and equipment and stated at cost until
construction or development is complete, at which
time it is reclassified and subsequently accounted
for as investment property.

If an item of property, plant and equipment becomes
an investment property because its use has changed,
any difference resulting between the carrying
amount and the fair value of this item at the date
of transfer is recognised in equity as a revaluation
of property, plant and equipment under HKAS 16.
However, if a fair value reverses a previous
impairment loss, the gain is recognised in the income
statement.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.8

2.9

Impairment of investments in subsidiaries,
associates and non-financial assets

Assets that have an indefinite useful life or have
not yet available for use are not subject to
amortisation and are tested annually for impairment.
Assets that are subject to amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the
lowest levels for which there are separately
identifiable cash flows (cash-generating units). Assets
other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment
at each reporting date.

Financial assets

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables, held-to-maturity financial
assets, and available-for-sale financial assets. The
classification depends on the purposes for which
the financial assets were acquired. Management
determines the classification of its financial assets
at initial recognition.

(a) Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling
in the short term. Derivatives are classified as
held for trading unless they are designated as
hedges. Assets in this category are classified as
current assets.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.9 Financial assets (continued)

64

(b)

(c)

(d)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for maturities greater than 12 months
after the balance sheet date. These are classified
as non-current assets. Loans and receivables are
classified as accounts receivable and other
receivables in the balance sheet. (Note 2.11)

Held-to-maturity financial assets

Held-to-maturity financial assets are non-
derivative financial assets with fixed or
determinable payments and fixed maturities that
the Group’s management has the positive
intention and ability to hold to maturity. If the
Group were to sell other than an insignificant
amount of held-to-maturity financial assets, the
whole category would be tainted and
reclassified as available for sale. Held-to-
maturity financial assets are included in non-
current assets, except for those with maturities
less than 12 months from the balance sheet
date; these are classified as current assets.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless management intends to dispose
of the investment within 12 months of the
balance sheet date.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.9 Financial assets (continued)

Regular purchases and sales of financial assets are
recognised on the trade-date (the date on which
the Group commits to purchase or sell the asset).
Financial assets are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs
are expensed in the income statement. Financial
assets are derecognised when the rights to receive
cash flows from the investments have expired or
have been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables and held-
to-maturity financial assets are carried at amortised
cost using the effective interest method.

Gains or losses arising from changes in the fair value
of the “financial assets at fair value through profit
or loss” category are presented in the income
statement within other gains, in the period in which
they arise. Dividend income from financial assets at
fair value through profit or loss is recognised in the
income statement as part of other income when
the Group’s right to receive payments is established.

Changes in the fair value of monetary securities
denominated in a foreign currency and classified as
available-for-sale are analysed between translation
differences resulting from changes in amortised cost
of the security and other changes in the carrying
amount of the security. The translation differences
on monetary securities are recognised in profit or
loss; translation differences on non-monetary
securities are recognised in equity. Changes in the
fair value of monetary and non-monetary securities
classified as available for sale are recognised in
equity.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.9 Financial assets (continued)

66

When securities classified as available for sale are
sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the
income statement as gains and losses from
investment securities.

Interest on available-for-sale securities calculated
using the effective interest method is recognised in
the income statement as part of other income.
Dividends on available-for-sale equity instruments are
recognised in the income statement as part of other
income when the Group’s right to receive payments
is established.

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset
is not active (and for unlisted securities), the Group
establishes fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments that are
substantially the same, discounted cash flow analysis
and option pricing models, making maximum use
of market inputs and relying as little as possible on
entity-specific inputs.

The Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In
the case of equity securities classified as available
for sale, a significant or prolonged decline in the
fair value of the security below its cost is considered
as an indicator that the securities are impaired. If
any such evidence exists for available-for-sale
financial assets, the cumulative loss (measured as
the difference between the acquisition cost and the
current fair value, less any impairment loss on that
financial asset previously recognised in the income
statement) is removed from equity and recognised
in the income statement. Impairment losses
recognised in the income statement on equity
instruments are not reversed through the income
statement.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.10 Inventories

2.11

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-
in, first-out method. The cost of finished goods and
work in progress comprises raw materials, direct
labour, other direct costs and related production
overheads (based on normal operating capacity). It
excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of
business, less applicable variable selling expenses.
Costs of inventories include the transfer from equity
of any gains/losses on qualifying cash flow hedges
relating to purchases of raw materials.

Accounts and other receivables

Accounts and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method,
less provision for impairment. A provision for
impairment of accounts and other receivables is
established when there is objective evidence that
the Group will not be able to collect all amounts
due according to the original terms of receivables.
Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency
in payments are considered indictors that the
account receivable is impaired. The amount of the
provision is the difference between the asset’s
carrying amount and the present value of estimated
future cash flows, discounted at the original effective
interest rate. The amount of the provision is
recognised in the income statement.

2.12 Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities of
three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current
liabilities on the balance sheet.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.13 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any Group company purchases the Company’s
equity share capital, the consideration paid, including
any directly attributable incremental costs (net of
income taxes), is deducted from equity attributable
to the Company’s equity holders until the shares
are cancelled or reissued. Where such shares are
subsequently reissued, any consideration received,
net of any directly attributable incremental
transaction costs and the related income tax effects,
is included in equity attributable to the Company’s
equity holders.

2.14 Accounts payable

Accounts payable are recognised initially at fair value
and subsequently measured at amortised cost using
the effective interest method.

2.15 Borrowings

68

Borrowings are recognised initially at fair value, net
of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in the income
statement over the period of the borrowings using
the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months
after the balance sheet date.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 EESNRERE (&)
(continued)

2.16 Deferred income tax 2.16 iE iE 1R I5

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a
business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet date
and are expected to apply when the related deferred
tax asset is realised or the deferred income tax
liability is settled.

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except where the timing of the reversal
of the temporary difference is controlled by the
Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

2.17 Employee benefits

(a) Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue
to employees. A provision is made for the
estimated liability for annual leave and long
service leave as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and
maternity or paternity leave are not recognised
until the time of leave.

BERERENBEEZINEEMNE
BENREEREENBBELGS Y
BRENIRAEZZELNE &
ER2ERE A HELENIA
KEEXRS (TEBELESH) F
HEEXRBH SRR XA
EXZHEITESTBRAER
i 2 65+ Bl 1 B R o R AE AR TR %
REGEAMCRHMKEE R M
VEFEBZREEHBEEERXK
ERERAREEERARSESE
Rz E (RAEP) METE -

BT IR A E =B AT BE A R R IE
ARBNMAL A EREREZR
i FE 38 o

ST T A BB B A R B R A
&ﬁ?izﬁﬁﬂ%%ﬁﬁﬁﬁéﬁ BR

EAREEANEHERER 2B
ClEFfE - MEREREAERGK
BRRE R RIS

217 BREFR

@) EREZEAY

BEEEFBMEARBE AR
ZHENERERZFARER-
AEBLSBEEEHLESRS
BERECREMELZFR
RESMREKREBEZGEEE
fEH B

BEZABRERIBED
BERTEER E2RELR
NS

2006 R 69




W Burwill Holdings Limited

Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.17 Employee benefits (continued)

70

(b) Bonus plans

(c)

Provisions for bonus plans due wholly within
12 months after balance sheet date are
recognised when the Group has a present legal
or constructive obligation as a result of services
rendered by employees and a reliable estimate
of the obligation can be made.

Pension obligations

The Group operates a number of defined
contribution plans, the assets of which are
generally held in separate trustee — administered
funds.

For defined contribution plans, the Group pays
contributions to publicly or privately
administered pension insurance plans on a
mandatory, contractual or voluntary basis. The
Group has no further payment obligations once
the contributions have been paid. The
contributions are recognised as employee
benefit expense when they are due and are
reduced by contributions forfeited by those
employees who leave the scheme prior to
vesting fully in the contributions. Prepaid
contributions are recognised as an asset to the
extent that a cash refund or a reduction in the
future payments is available.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.17 Employee benefits (continued)

(d) Share-based compensation

The Group operates an equity-settled, share-
based compensation plan. The fair value of the
employee services received in exchange for the
grant of the options is recognised as an
expense. The total amount to be expensed over
the vesting period is determined by reference
to the fair value of the options granted,
excluding the impact of any non-market vesting
conditions (for example, profitability and sales
growth targets). Non-market vesting conditions
are included in assumptions about the number
of options that are expected to vest. At each
balance sheet date, the entity revises its
estimates of the number of options that are
expected to vest. It recognises the impact of
the revision of original estimates, if any, in the
income statement with a corresponding
adjustment to equity.

The proceeds received net of any directly
attributable transaction costs are credited to
share capital (nominal value) and share premium
when the options are exercised.

2.18 Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result
of past events; it is probable that an outflow of
resources will be required to settle the obligation;
and the amount has been reliably estimated.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to
any one item included in the same class of
obligations may be small.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.18 Provisions (continued)

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised
as interest expense.

2.19 Revenue recognition

72

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and
services in the ordinary course of the Group’s
activities. Revenue is shown, net of value-added tax,
returns, rebates and discounts and after eliminating
sales within the Group. Revenue is recognised as
follows:

(@) Sale of goods — income from sale of goods is
recognised when the significant risks and
rewards of ownership of the goods have been
transferred to customers.

(b) Sale of properties — sale of completed properties
held for sale is recognised when a legally-
binding agreement has been executed and the
risks and rewards of ownerships of the
properties have been passed to the customers.

(c) Rental income — rental income is recognised on
a straight line basis over the lease term.

(d) Service income — service income is recognised
in the accounting periods in which the services
are rendered.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.19 Revenue recognition (continued)

(e)

Interest income — interest income is recognised
on a time-proportion basis using the effective
interest method. When a receivable is impaired,
the Group reduces the carrying amount to its
recoverable amount, being the estimated future
cash flow discounted at original effective
interest rate of the instrument, and continues
unwinding the discount as interest income.
Interest income on impaired loans is recognised
using the original effective interest rate.

2.20 Leases

(a)

(b)

Operating leases

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases.
Payments made under operating leases (net of
any incentives received from the lessor) are
charged to the income statement on a straight-
line basis over the period of the lease.

Finance leases

Leases of property, plant and equipment where
the Group has substantially all the risks and
rewards of ownership are classified as finance
leases. Finance leases are capitalised at the
lease’s commencement at the lower of the fair
value of the leased asset and the present value
of the minimum lease payments.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.20 Leases (continued)

(b) Finance leases (continued)

Each lease payment is allocated between the
liability and finance charges so as to achieve a
constant rate on the finance balance
outstanding. The corresponding rental
obligations, net of finance charges, are included
in current and non-current borrowings. The
interest element of the finance cost is charged
to the income statement over the lease period
so as to produce a constant periodic rate of
interest on the remaining balance of the liability
for each period. The property, plant and
equipment acquired under finance leases are
depreciated over the shorter of the useful life
of the asset or the lease term.

2.21 Dividend distribution

74

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

3  FINANCIAL RISK MANAGEMENT 3 HMERKBER
3.1 Financial risk factors 31 MERBER

AEBNES AT ELZ BN B

The Group’'s activities expose it to a variety of

financial risks: market risk (including foreign [B Fg: TG R R (B4 SN E [E B

exchange risk, price risk and cash flow and fair value BERERERRSRERAFEN
interest rate risk), credit risk and liquidity risk. The XER) EFERBREREE SR
Group’s overall risk management programme focuses R ARENERBRARERETEZ

IR ISR TR TR
& %ﬁiﬂiﬁﬁ$’$ BRI B

on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s

financial performance. T 5 2
(a) Market risk (a) %= B
(i)  Foreign exchange risk (i) SN R B

Certain subsidiaries of the Group operate
in Mainland China with most of the
transactions denominated in Chinese
Renminbi while a portion of inventories
were purchased and settled in United
States dollars. The Group is exposed to
foreign exchange risk arising from the
exposure of Chinese Renminbi and United
States dollars against Hong Kong dollars.
It has not hedged its foreign exchange rate
risk arising from the exposure of Chinese
Renminbi and United States dollars.

In addition, the conversion of Chinese
Renminbi into foreign currencies is subject
to the rules and regulations of the foreign
exchange control promulgated by the
Chinese Government.

Price risk

The Group is exposed to equity securities
price risk because investments held by the
Group are classified on the consolidated
balance sheet either as available-for-sale
or at fair value through profit or loss.

REBEBOHHBRRAR
PR EE AR S A
ARBELEREN -2F
BOFEUETI AR
SEAZAARERE
TCR R B 5| AV SMNE
Bz o AN S [ 48 4P )
AR R ETT £/
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Notes to the Consolidated Financial Statements

3  FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

76

(@) Market risk (continued)

Cash flow and fair value interest rate risk

(iii)

As the Group has no significant interest-
bearing assets, the Group’s income and
operating cash flows are substantially
independent of changes in market interest
rates.

The Group's interest-rate risk arises from
long-term borrowings. Borrowings issued
at variable rates expose the Group to cash
flow interest-rate risk. Borrowings issued
at fixed rates expose the Group to fair
value interest-rate risk. The Group has not
hedged its cash flow and fair value interest
rate risk.

(b) Credit risk

(c)

The Group has no significant concentrations of
credit risk. It has policies in place to ensure
that sales of goods are made to customers with
an appropriate credit history. The carrying
amount of the accounts receivable included in
the consolidated balance sheets represents the
Group’s maximum exposure to credit risk in
relation to its financial assets.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding through
an adequate amount of committed credit
facilities and the ability to close out market
positions. Due to the dynamic nature of the
underlying businesses, the Group aims to
maintain flexibility in funding by keeping
committed credit lines available.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

3

FINANCIAL RISK MANAGEMENT (continued)
3.2 Fair value estimation

The fair value of financial instruments traded in
active markets (such as trading and available-for-
sale securities) is based on quoted market prices at
the balance sheet date. The quoted market price
used for financial assets held by the Group is the
current bid price.

The fair value of financial instruments that are not
traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation
techniques. The Group uses a variety of methods
and makes assumptions that are based on market
conditions existing at each balance sheet date.
Quoted market prices or dealer quotes for similar
instruments are used for long-term debt. Other
techniques, such as estimated discounted cash flows,
are used to determine fair value for the remaining
financial instruments.

The nominal value less impairment provision of
accounts receivable and payable are assumed to
approximate their fair values. The fair value of
financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is
available to the Group for similar financial
instruments.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions

78

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed
below.

(a) Estimated impairment of property, plant and
equipment, leasehold land and land use rights

Property, plant and equipment, leasehold land
and land use rights are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. The recoverable amounts of
property, plant and equipment, leasehold land
and land use rights have been determined based
on value-in-use calculations, taking into account
latest market information and past experience.
These calculations and valuations require the
use of judgements and estimates.

(b) Estimate of fair value of investment properties

The best evidence of fair value of properties is
normally the current prices in an active market
for comparable properties. In the absence of
such information, the Group determines the
amount within a range of reasonable fair value
estimates. In making its judgement, the Group
considers information from a variety of sources
including:

(i) current prices in an active market for
properties of different nature, condition or
location (or subject to different lease or
other contracts), adjusted to reflect those
differences, by reference to independent
valuations; and
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions

(continued)

(b) Estimate of fair value of investment properties

(continued)

(i) recent prices of similar properties in less
active markets, with adjustments to reflect
any changes in economic conditions since
the date of the transactions that occurred
at those prices.

If information on current or recent prices of
investment properties is not available, the fair
values of investment properties are determined
using discounted cash flow valuation
techniques. The Group uses assumptions that
are mainly based on market conditions existing
at each balance sheet date.

The principal assumptions underlying
management’s estimation of fair value are those
related to: the receipt of contractual rentals;
expected future market rentals; void periods;
maintenance requirements; and appropriate
discount rates. These valuations are regularly
compared to actual market yield data, and
actual transactions by the Group and those
reported by the market.

The expected future market rentals are
determined on the basis of current market
rentals for similar properties in the same
location and condition.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions

(continued)
(c) Current taxation and deferred taxation

The Group is subject to taxation in Mainland
China and Hong Kong. Significant judgement
is required in determining the amount of the
provision for taxation and the timing of
payment of the related taxation. There are many
transactions and calculations for which the
ultimate tax determination is uncertain during
the ordinary course of business. Where the final
tax outcome of these matters is different from
the amounts that were initially recorded, such
differences will impact the income tax and
deferred tax provisions in the periods in which
such determination are made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised as
management considers it is probable that future
taxable profit will be available against which
the temporary differences or tax losses can be
utilised. Where the expectation is different from
the original estimate, such differences will
impact the recognition of deferred taxation
assets and taxation in the periods in which such
estimate is changed.

4.2 Critical judgements in applying the Group’s

80

accounting policies

Distinction between investment properties and
owner-occupied properties

The Group determines whether a property qualifies
as investment property. In making its judgement,
the Group considers whether the property generates
cash flows largely independently of the other assets
held by an entity. Owner-occupied properties
generate cash flows that are attributable not only
to property but also to other assets used in the
production or supply process.
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

4

5

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.2 Critical judgements in applying the Group’s

accounting policies (continued)

Distinction between investment properties and
owner-occupied properties (continued)

Some properties comprise a portion that is held to
earn rentals or for capital appreciation and another
portion that is held for use in the production or
supply of goods or services or for administrative
purposes. If these portions can be sold separately
(or leased out separately under a finance lease), the
Group accounts for the portions separately. If the
portions cannot be sold separately, the property is
accounted for as investment property only if an
insignificant portion is held for use in the production
or supply of goods or services or for administrative
purposes. Judgement is applied in determining
whether ancillary services are so significant that a
property does not qualify as investment property.
The Group considers each property separately in
making its judgement.

SEGMENT INFORMATION

(a) Primary reporting format — business segments

The Group is organised into three major operating
units: (i) steel trading, warehousing and distribution;
(ii) steel manufacturing and processing; and (iii)

4
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(a) EEHHERX-RESB
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M E S BERD 8 ()&
I T &EE R (i) E Hh E & R ig

property development and investment. ‘o

Turnover recognised during the year is as follows: REEBARZEEHNAT:
2006 2005
HK$'000 HK$'000
BETT BB T
Sale of goods HE 4,761,904 3,670,368
Sale of properties held for sale HEFEWE 3,753 1,924
Rental income He WA 11,877 11,978
Service income Ak 75 WA 15,830 12,296
4,793,364 3,696,566
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

5 SEGMENT INFORMATION (continued) 5 SEMEHE (&)
(a) Primary reporting format — business segments (a) FERERX-EBEIB (£)
(continued)
The segment results for the year ended 31 December BHE-_ZThFE+-_HA=+—H
2005 are as follows: EFENDEBEENOT:
Steel trading, Steel Property
warehousing manu-  development
and facturing and and
distribution processing  investment Others  Unallocated Group
HEE 5 B8 RHERD
ERRDH MIZE k& £v xAR £B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT E¥FT  A%TRn BETT
Total segment sales PHHERTE 3,246,327 494,936 14,130 26,546 - 3,781,939
Inter-segment sales PEBEEE (84,113) = (474) (786) = (85,373)
Sales HE 3,162,214 494,936 13,656 25,760 - 3,696,566
Operating profit/(loss) BERH/ (BB 18,048 (16,580) 29,189 475 127,134 158,266
Finance costs BENA (51,685)
Share of losses of associates  JEREE& 1 Al 1 (9,370)
Profit before taxation BRAEF 97,211
Taxation HE (18,426)
Profit for the year EERF 78,785

82
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Notes to the Consolidated Financial Statements 4%

5

AP BHRERME

SEGMENT INFORMATION (continued) 5 SWEH (&)
(a) Primary reporting format - business segments () EERERX-—XBSB (&)
(continued)
The segment results for the year ended 31 December HE_ZTZF+H=1+—H
2006 are as follows: IEFENHBEENT:
Steel trading, Steel Property
warehousing manu- development
and facturing and and
distribution ~ processing  investment Others Unallocated Group
EEF R fig BRBHERE
ERRAH mIWE ki #E it FAE 1|
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERTT ERTT ERTT ERTT ERTR ERTT
Total segment sales AHHELR 4,329,521 450,558 15,864 20,010 - 4,815,953
Inter-segment sales PEBEEE (14,180) (6,002) (234) (2173) - (22,589)
Sales HE 4,315,341 444,556 15,630 17,837 - 4,793,364
Operating profit/(loss) BERH/ (BB 5,208 (7,093) 22,780 47 202,738 223,680
Finance costs BERK (61,017)
Share of losses of associates  FE{ B & A A5 B (3,597)
Profit before taxation BHARN 159,066
Taxation HE (7,391)
Profit for the year FEEA 151,675

Unallocated operating profit/(loss) represents other
gains, including disposal gain of shares in an

associate and dilution gain in an associate,

expenses at corporate level.

and
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Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%
5 SEGMENT INFORMATION (continued) 5 S9WEH (&)

(a) Primary reporting format — business segments

84

(continued)

The segment assets and liabilities as at 31 December
2005 and depreciation, amortisation and capital
expenditures for the year ended 31 December 2005
are as follows:

Steel trading, Steel
warehousing manu-
and facturing and
distribution  processing
EEEN- R na
RRRSE  MIRE
HK$'000 HK$'000

() FEHERX-RBSW (&)

R-ZZEZERF+-_A=1t—HH
IHEEMBBEARBE_ZZT
EFF+-_R=+—BLFENF
EBENEARANT:

Property
development

and

investment Others  Unallocated Group
FiHERE

RiE e AAE L]

HK$'000 HK$'000 HK$'000 HK$'000

AETT  BETn  B%Tn  AETn BT B%Tx
Assets BE 1,017,155 469,373 296,844 14734 335942 2,134,048
Liabilities 8 501,096 309,413 63,616 20170 364515 1,258,810
Depreciation ik 636 7,314 1,097 1,153 627 10,827
Amortisation i - 368 31 - 1,242 1,641
Capital expenditures ERET 230 59,275 143 348 214 60,210
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Notes to the Consolidated Financial Statements

e SR T
5 SEGMENT INFORMATION (continued) 5 9EBEH (&)

() FEHERX-RBSW (&)

(a) Primary reporting format — business segments

(continued)
The segment assets and liabilities as at 31 December RZBEXRE+_A=1+—HH
2006 and depreciation, amortisation and capital NEEEMBEGEURBE_ZE
expenditures for the year ended 31 December 2006 NETZRAR=T—HILEFENR
are as follows: EBHEREARAIWT:
Steel trading, Steel Property
warehousing manu- development
and facturing and and
distribution  processing  investment Others  Unallocated Group
EEF R fig RBHERE
ERRAH mIEE k##& T 2R %0
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERTT ERTT ERTT ERTT ERTR ERTT
Assets BE 1,259,736 313,398 319,756 14,326 546,842 2,454,058
Liabilities 8f 761,109 250,562 73,375 30,166 334,627 1,449,839
Depreciation & 686 8,816 1,122 1,193 848 12,665
Amortisation g - 525 2 - 1,248 1,805
Capital expenditures ERET 9 9,085 828 672 236 10,917

Segment assets consist primarily of leasehold land
and land use rights, property, plant and equipment,
inventories, receivables and operating cash. Deferred
taxation and investments in associates are included

ITHEETERREEL AL
WERE - ME BERRE T
B RUARREERS - RIEHRIA
LEERRREBRBRERD AR

as unallocated and excluded from segment assets. Bl ABIEEDLEE-
Segment liabilities comprise operating liabilities. They DB EHYEABEARK Ea
exclude items such as taxation and corporate BETRBEREMCEER-

borrowings.

Capital expenditures comprise additions to leasehold
land and land use rights, property, plant and
equipment and intangible assets.

EARXBRYHEELm R L
ER%E- %%‘*%%% & MR
BEMANE
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Notes to the Consolidated Financial Statements 4R & Bf 7% 5 3% M 7%

5 SEGMENT INFORMATION (continued) 5 9EBEH (&)

(b) Secondary reporting format - geographical (b)

segments

The Group's business segments operate in five main
geographical areas, even though they are managed

RERERX-HMESH

AEBNEBOMERBEEEN
B BEARAMEXHEUNERS

on a worldwide basis. Et EipE
2006 2005
HK$'000 HK$'000
B TIT e
Sales (by location of customers) HE (HERED )
— Mainland China —HE 2,156,189 2,532,970
- Hong Kong — &% 870 261,100
— Asia (other than Mainland China — M (R"B1FH
and Hong Kong) REE) 1,937,669 751,064
— Europe — &M 585,182 113,895
— Others —H7T 113,454 37,537
4,793,364 3,696,566
Assets located in BEMR
— Mainland China — R E 621,223 758,204
- Hong Kong — BB 1,438,768 1,224,616
— Others —H7T 37,443 32,299
2,097,434 2,015,119
Associates i R—l/NC]| 356,624 118,929
2,454,058 2,134,048
Capital expenditures in B AR
— Mainland China — X 9,434 59,724
- Hong Kong — &% 1,483 469
— Others —HE - 17
10,917 60,210
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6 LEASEHOLD LAND AND LAND USE RIGHTS 6 HEXTWMETHMERE
The Group’s interests in leasehold land and land use rights REEBTHE T R - HofF AR
represent prepaid operating lease payments and their HEENEEHER RHEIREFES
net book amounts are analysed as follows: G CNE
2006 2005
HK$'000 HK$'000

B b BT T

In Hong Kong, held on: EHEAERH:
Leases of over 50 years AT-FHUAERE 66,038 67,281
Outside Hong Kong, held on: EREBUAIINESE:
Leases of between 10 to 50 years +ER+FHNEE 16,530 25,245
82,568 92,526
Leasehold land and land use rights with aggregate R-_EEXF+-_A=+—H FHAE+
carrying amount of HK$71,887,000 as at 31 December i R 4+ oMb PR RE 4B IR T (E 5
2006 (2005: HK$73,287,000) were pledged to secure 71,887,000 C (—Z 2T & : H K&
against certain of the Group’s bank borrowings (see Note 73,287,00070) B BN EBERTE X
18). YRR (ALK E18) o
Movement of the leasehold land and land use rights FHE 30 % 1 (5 BB A A 4F (A )
during the year is as follows: wm
2006 2005
HK$'000 HK$'000
B®TT BT T
Opening iR 92,526 85,791
Additions R = 8,357
Exchange differences MEHZEH 288 19
Disposal of a subsidiary & W B A Al (8,446) =
Amortisation of prepaid operating ERNEERE
lease payments PR (1,800) (1,641)

82,568 92,526
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7 PROPERTY, PLANT AND EQUIPMENT 7 PE-BBERBME
Leasehold Furniture
improve- and Motor
Buildings ments Machinery  equipment vehicles Total
HERT KA
BF =B e R B &5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BB BETr  BETn BETT
As at 1 January 2005 RZEERE-F-H
Cost KA 99,582 11,484 63,839 12,597 15,724 203,226
Accumulated depreciation ZitihE (21,194) (5,098) (44,096) (9,149) (9,938) (89,475)
Net book amount REFE 78,388 6,386 19,743 3,448 5,786 113,751
Year ended BE-ZTRE
31 December 2005 TZAZt-BLER
Opening net book amount BNREFE 78,388 6,386 19,743 3,448 5,786 113,751
Exchange differences EXER 578 106 - 27 34 745
Additions R 34,433 264 13,833 2,369 954 51,853
Disposals e - (215) - (39) - (254)
Depreciation ik (3,276) (1,063) (3,542) (926) (2,020) (10,827)
Closing net book amount BRIEEFE 110,123 5,478 30,034 4,879 4,754 155,268
As at 31 December 2005 RZEERE+-A=1—-H
Cost A 134,639 11,608 11,673 14,873 16,733 255,526
Accumulated depreciation ZitihE (24,516) (6,130) (47,639) (9,994)  (11,979)  (100,258)
Net book amount REFE 110,123 5478 30,034 4,879 4,754 155,268
Year ended BEZZL.E
31 December 2006 TZAZt-BLER
Opening net book amount BREFE 110,123 5,478 30,034 4,879 4,754 155,268
Exchange differences EREE 2,076 195 440 65 58 2,834
Additions R 1,384 503 5678 1,485 1,674 10,724
Disposals e (4,041) (10) (5) (47) (617) (4,720)
Disposal of a subsidiary HERBARF (29,887) - (13,258) (1,975) (575) (45,695)
Depreciation ik (4,699) (1,057) (3,930) (1,033) (1,946) (12,665)
Closing net book amount BRIEEFE 74,956 5,109 18,959 3,374 3,348 105,746
As at 31 December 2006 RZEE E+-A=1—-H
Cost KA 102,913 12,353 69,256 12,043 14,214 210,779
Accumulated depreciation ZitihE (27,957) (7,244) (50,297) (8,669)  (10,866)  (105,033)
Net book amount REFE 74,956 5,109 18,959 3,374 3,348 105,746
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7 PROPERTY, PLANT AND EQUIPMENT (continued) 7 PR -BRIRBE (Z)
Depreciation expense of HK$7,810,000 (2005: mEBAAEFEK7,810,000T (=ZF
HK$6,570,000) has been expensed in cost of sales, T B 86,570,0007T) £ 55 E B AR
HK$990,000 (2005: HK$658,000) in selling and 7§ - B #990,0000T (ZEER &
distribution expenses and HK$3,865,000 (2005: 7 #658,0007T) 5F ASHE R 9 SHA A
HK$3,599,000) in general and administrative expenses. ifl % # 3,865,000 (ZEZ R F: B

3,599,0007T) BT A — M R AT & A °

Buildings with carrying amount of HK$46,847,000 as at RZEZERF+_A=1+—H #EFIK
31 December 2006 (2005: HK$48,379,000) were pledged MA{E /& 46,847,000 (ZZEZTHF:
to secure against certain of the Group’s bank borrowings 75 ¥48,379,0007T) B AEM D K EIRTT
(see Note 18). EREEMR (RMEE18) °
Motor vehicles and machinery include the following SEERREMR SR 6B i R
amounts where the Group is a lessee under finance HERETMSEE:
leases:
2006 2005
HK$'000 HK$'000

B b BT T

Cost — capitalised finance leases KA—-—BEXERERE 15,594 23,215
Accumulated depreciation e = (5.542) (4,171)
Net book amount R R B 10,052 19,044

8 INVESTMENT PROPERTIES 8 BEYE
2006 2005
HK$’000 HK$'000

B b BT T

Beginning of the year F 4 209,480 172,063
Additions R 150 =
Disposals el - (64)
Fair value gains (included in other AT ERZ (BREEEYE

gains) (Note 21) W) (MfaE21) 20,155 34,172
Exchange differences ME 5 =5 8,072 3,309
End of the year FR 237,857 209,480
The investment properties were revalued on an open KEYWEE_ZEEF+_A=+—
market basis at 31 December 2006 by independent, HHRBYEESERIGEIEREE
professionally qualified valuers, Vigers Appraisal & ENHEEERANEBEAETEE
Consulting Limited. fd o
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8 INVESTMENT PROPERTIES (continued) 8 WEMXE (&)
The Group's interests in investment properties at their REBEREMENERIZHIREF
net book amounts are analysed as follows: BT
2006 2005
HK$'000 HK$'000

2B TFr BT T

Mainland China H
— held on leases of over 50 years —BERATFHUNLENES 11,100 10,673
— held on leases of between 10 and —BETEATEHNEE
50 years 226,757 198,807
237,857 209,480
As at 31 December 2006, investment properties of R_EENE+_A=+—H £E&Y
approximately HK$77,309,000 (2005: HK$32,766,000) 48877 309,000 (ST HE:
were pledged as collateral for the Group’s banking 32 766,0007T) B TR fE AR
facilities (see Note 18). EERATRAERS (AHE18) -
9 INVESTMENTS IN AND BALANCES WITH 9 MEBLATIBIRER
SUBSIDIARIES
(a) Investments in subsidiaries (a) HEATRSE
Company
N
2006 2005
HK$'000 HK$'000
BETRT BT T
Unlisted shares, at cost FE LR B 42,415 42,415
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9

INVESTMENTS IN AND BALANCES WITH

SUBSIDIARIES (continued)

(a)

Investments in subsidiaries (continued)

The following is a list of the principal subsidiaries as
at 31 December 2006:

Name of company

LAFER

Directly held:
BERA:

Burwill & Company Limited

Burwill China Portfolio Limited

Indirectly held:
MERA:

Burwill Resources Limited

ERMHHEEARAA

Burwill Steel Company Limited

Burwill Steel Pipes Limited

ERMERRAA

Place of
incorporation/
operations and
kind of legal entity

BT B8
WRREE A

Hong Kong limited
liability company

BREEREMELT

The British Virgin
Islands limited
liability company

RERZHSER
BEERAT

Hong Kong limited
liability company

BEERALLTA

The British Virgin
Islands limited
liability company

RERZHSER
BERT

Hong Kong limited
liability company

BREEREMEAT

9 MEBLFRRBERER (&)

(a) MEBaFE®E (&)

RZEERNF+_A=+—HZ
TEHBARMT:

Percentage of
equity interest/
voting capital

Issued and attributable

fully paid capital to the Group  Principal activities
sEERAZ

BERTR Ha HRRE

EHERF BEESLL FERHRE

HK$50,000,000 100%  Investment holding

and £50,000 REER

7% #50,000,0007T

550,000 5%

US$1 100%  Investment holding

(E REEK

HK$1,000,000 100%  Steel trading

7 %1,000,0007T MEE 5

Us$13 100%  Investment holding

13%7T REEK

HK$15,000,000 100%  Steel manufacturing

7 #15,000,0007T and processing

WE T BE
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9 INVESTMENTS IN AND BALANCES WITH 9 MEBELATIREIRERR (&)

SUBSIDIARIES (continued)

(a) MEBaFE®E (&)

(a) Investments in subsidiaries (continued)

Name of company

LFER

Indirectly held: (continued)
HEEE: (&)

Burwill Times Industrial
Limited
ERRREEXARAA

Burwill Warehousing
(Shanghai) Limited @
R (LEB)BRARO

Dongguan Hingwah Metals
Factory Limited @

REAEELHARAT

ERMERm (RE)
ARRE O

Hing Wah Metals Factory
Limited

RELTHBER AR

Goldenbridge Services Limited

RERBERAA

BNEREXARAAY

Yinmain Industrial Limited

BREXERRA

Annual Report 2006

Place of
incorporation/
operations and
kind of legal entity

BT B
WRR & E ML

Hong Kong limited
liability company

BREERAMEAT

Mainland China
FE

Mainland China
FE

Mainland China
H B

Hong Kong limited
liability company

BRERALELTA

Hong Kong limited
liability company

BREERAMEAT

Mainland China
H B

Hong Kong limited
liability company

BRERALELTA

Percentage of
equity interest/
voting capital

Issued and attributable

fully paid capital to the Group
FEEHEZ

BETR e BERER

EHRES BEESL

HK$2 100%

BT

US$1,200,000 100%

1,200,000% 7T

HK$72,000,000 100%

7 %72,000,0007T

HK$28,500,000 100%

71 28,500,0007T

HK$5,000,000 100%

7 #5,000,0007T

HK$2 100%

BT

RMB60,000,000 69%

AR #60,000,0007T

HK$2 100%

BT

Principal activities

FEREUR

Investment holding
REAER

Steel warehousing
and distribution

MERENRDH

Steel manufacturing
and processing
eI eE

Steel manufacturing
and processing
eI eE

Investment holding

REER

Property holding
RENE

Property holding

and development

RENEREHE
i %

Property holding
RENE




W BEZRERAA

Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

9

INVESTMENTS IN AND BALANCES WITH
SUBSIDIARIES (continued)

(a)

(b)

Investments in subsidiaries (continued)

Notes:

(i)  Burwill Warehousing (Shanghai) Limited, Dongguan
Hingwah Metals Factory Limited and 5 j& 8 & & &
(R 32) AR A alare wholly foreign owned enterprises
established in Mainland China to be operated for 50
years up to March 2050, 20 years up to July 2013
and 12 years up to December 2013, respectively.

(i) HBINEFREEER2AF isa Sino-foreign equity joint
venture established in Mainland China to be operated
for a period of 40 years up to April 2039.

The above list includes only those subsidiaries which,
in the opinion of the directors, are material to the
Group. To give details of other subsidiaries would,
in the opinion of the directors, result in particulars
of excessive length.

None of the subsidiaries had any loan capital in
issue at any time during the year ended 31 December
2006.

Balances with subsidiaries

Except for the amounts due from subsidiaries and
due to subsidiaries amounting to approximately
HK$291,614,000 (2005: HK$133,000,000) and
approximately HK$252,187,000 (2005:
HK$295,898,000) respectively which bear interest
at commercial banks’ lending rate of 7.75% to 8%
(2005: 5% to 7.75%) per annum and are not
repayable within one year, all the outstanding
balances with subsidiaries are unsecured, non-
interest bearing and repayable on demand.

9

MEBLRRRREE (&)

(a)

(b)

MELAFRE (&)

Bt -

(i) EBRAM(LES)ABRAA R=x
HEASHER A B R B E I E
2o (RE) BRAFEART
B 2 HNES B B 1B 3 & 5 Y
SR AERE+EE_TRTE=
A —t+H&#2-_ZFT—=%+tAK
+=FE2_F—=ZF+=H-

(i) BMNHREXBRARESNRHEH
R 2ZHRNEELE EXHA
Nt+E=2-_ZT=NAFMA-

NEFINERRESFAREAE
EASEMHZMBAR -EERR
HEINETNBRARZFSE HE
TRIEBR TR

RBE-TEAFT-A=+-
B L R R E R A - B 2 49
REEAERERER

Pt B 2 B 88

BRI B A R R R RHEB AR
o R4 A&7E# 291,614,000 (=
TEFF 5 %133,000,0007T) K&
#4) A& 252,187,000 (— 2T
T4 #E#295,898,0007T) 2 F A
REERTEENERFEEHRTTS
EZ8E (ZZEZTRF :5EET7.75
BE) RTBER—FRNERINFTE
Hy @B AR EREEKE 5
FEREEREER
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10

94

INVESTMENTS IN AND BALANCES WITH
ASSOCIATES

(@) Investments in associates — Group

10 BHELAFIRBERER

(a) WELAFRE -KME

Group
|
2006 2005
HK$'000 HK$'000
BETT BT T
Beginning of the year F 4 118,929 54,740
Share of associates’ results Frib e & R R &
— loss before taxation — BRI E R (3,023) (8,523)
— taxation — fH18 (574) (847)
115,332 45,370
Dividends received B U iE 8 (2,800) (1,400)
Exchange differences ME 3 =5 1,377 147
Share of net assets arising from & BB A A
disposal of a subsidiary B & EFE 21,993 =
Share of an associate’s share-based  FE{H Bt & A Al LA (5
compensation reserve REMOFMERE 5,187 7,054
Additions R 2,693 -
Disposals o & = (2,061)
Dilution gain in an associate R AWNGIE SR 212,842 69,819
End of the year FR 356,624 118,929
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10 INVESTMENTS IN AND BALANCES WITH 10 REAFIREREER (&)
ASSOCIATES (continued)

(a) Investments in associates — Group (continued) (a) ELATIRE-KE (&)
The Group’'s interests in its associates were as AEEEBERNAIMERLDT:
follows:
Particulars % of
of issued Country of Profit/ interest
Name shares held incorporation Assets Liabilities Revenues (loss) held
BAEEN B/ B
41 RincE B R BE B WA (B8) E#%

HK$'000  HK$'000  HK$'000  HKS'000
BRTT  A%Tn  AETn  EETR

2005
Directly held:
EEHA:
China LotSynergy Ordinary shares Bermuda 84,020 6,573 3,252 (14,342) 26.84%
Holdings Limited of HK$0.01 each, BRE
EYRRERAR listed in Hong Kong
0.01 REE LM
Indirectly held:
RERE:
Nam Wah Precision Ordinary shares of The British Virgin 78,867 38,089 84,439 5,241 20%
Product (BVI) Limited US$0.1 each, unlisted [slands
LEk 5k RBERAES
WREF ki
BNt EEFHARLDE  Paid up capital of Mainland China 1,984 1,280 1322 (269) 30%
RMBS,000,000 i
EHEARARE
5,000,0007T

164,871 45,942 89,013 (9,370)
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10 INVESTMENTS IN AND BALANCES WITH 10 REAFIREREER (&)
ASSOCIATES (continued)

(a) Investments in associates — Group (continued) (a) BiBLATIRE %8 (&)
Particulars % of
of issued Country of Profit/ interest

Name shares held incorporation Assets  Liabilities  Revenues (loss) held
BHEEE B8/ B8
E1) i7 e ERAIER HE i KA (E#) #a%

HKS'000 HKS'000 HKS'000 HKS"000
EBTT ERTR ERTRT ERTR

2006
China LotSynergy Ordinary shares Bermuda 325,471 33,029 17111 (6,391) 21.65%
Holdings Limited of HK$0.01 each, ARE (Direct)
EYARERAR listed in Hong Kong (E#)
ERR SREK 0.10%
001 REALT (Indirect)
(Ri%)
Indirectly held:
AERE:
Nam Wah Precision Ordinary shares of The British Virgin 62,467 22,040 112,243 1,999 20%
Product (BVI) Limited US$0.1 each, unlisted Islands
Lk B8R EERREE
WNESAF i
Masteel (Yangzhou) Paid up capital of Mainland China 33912 10,865 2,915 817 29%
Processing & US$10,000,730 H

Distribution Co. Ltd. EHER
S (M) @M T 10,000,730% 7T

ARAT
(Formerly known as
ARERARER
(M) ERAR)
BNt EEZR Paid up capital of Mainland China 2,170 1,462 1,861 22) 30%
ARAF RMBS,000,000 f
EHERARE
5,000,0007T

424,020 67,3% 134,130 (3,597)
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10 INVESTMENTS IN AND BALANCES WITH
ASSOCIATES (continued)

(b)

Investment in an associate - Company

AP BHRERME

10 BHELAFIRBRER (&)

(b) BRELAFRE-2F

Company
28
2006 2005
HK$'000 HK$'000
ARt BT T
Shares listed in Hong Kong — at cost R & £ D — IR AR 10,766 10,766
Market value of listed shares EmkfpmiE 679,381 1,103,514
(c) Balances with associates (c) MEATRES

The outstanding balances with associates are ERR A N B 45 R EIE IR R R B

unsecured, non-interest bearing and repayable on BERERKE B o

demand.

11 AVAILABLE-FOR-SALE FINANCIAL ASSETS

11 THHEMESE

Group Company
£E| |
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
BETR ATz #B%®TFRT HEBETT
Club debentures EMES 1,509 1,509 20 90
Unlisted debt securities FLEMES - 7,800 - =
Unlisted equity securities ~ 3F E IR A& % - 1 - -
Equity securities listed VSR il N
overseas, at market value & MAE 6,263 = = =
7,772 9,310 920 90

During the year ended 31 December 2006, the Group
recognised a loss of HK$7,800,000 (2005: Nil) for
impairment of its unlisted debt securities. The loss has
been included in other gains in the income statement
(see Note 21).

RBE-FEAE+-A=+—AL
FER AREREIELTHESORE

TR E 1B 7,800,000 (ZEE R
Fo|m) WIHEEBEREERERAR

© i (RHE21) -
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12 INVENTORIES 12 #8
2006 2005
HK$'000 HK$'000
BE¥ETIT BT T
Raw materials R 86,044 140,686
Work-in-progress ERH 8,627 20,826
Finished goods K 61,662 30,715
Consumables HFE 1,409 1,862
157,742 194,089
The cost of inventories recognised as expense and FERATERRERAILIAHEEK
included in cost of sales amounted to HK$4,505,149,000 K& BE HFT 8 ¥ 4,505,149,0007T
(2005: HK$3,527,167,000). (ZZEZRHF:/8¥3,527,167,0007T) °
At 31 December 2006, the carrying amount of inventories ﬁé:%;ﬁf—\iwL:ﬂ = =B iMER
held under trust receipts bank loans amounted to REEXRTREZGFEZEEERS
HK$37,081,000 (2005: HK$103,322,000) (see Note 18). ¥ 37,081,000 (Z BT HE: B
103,322,0007t) (R.KMIzE18) »
13 HELD-TO-MATURITY FINANCIAL ASSETS AND 13 HEFA R#?%EEETE:QZF{EE
FINANCIAL ASSETS AT FAIR VALUE THROUGH BESINIRHIRESE

PROFIT OR LOSS

Group Company
£ 2T
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
BETT #BEBTT #BETET BBTT

Held-to-maturity financial FZFHBEMKEE
assets
— Unlisted debt securities —JEEmES - 23,423 = =

Financial assets at fair value & AF(EHE BB

through profit or loss: FINRE BT 75 &
— Listed equity securities — EmRAES
- Hong Kong — &% 9,185 30,826 1 1
— Overseas = 227 201 - =

Market value of listed rFTmESE2TE

securities 9,412 31,027 1 1
Derivative financial assets 7748 % & E 664 = = =
10,076 31,027 1 1
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13

14

HELD-TO-MATURITY FINANCIAL ASSETS AND
FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (continued)

13

There were no gains or losses realised on the disposals
of held-to-maturity financial assets in 2005 and 2006, as
all financial assets were disposed at their redemption
dates.

Changes in fair values of financial assets at fair value
through profit or loss are recorded in other gains in the
income statement (see Note 21).

As at 31 December 2006, equity securities listed in Hong
Kong with market value of approximately HK$9,184,000
(2005: HK$30,825,000) were pledged to secure margin
facility of the Group (see Note 18).

BILLS, ACCOUNTS AND OTHER RECEIVABLES

FEIMOMBERERRLAFES
BIRRNIEHMBRE (4)

(ng)

R-ZEZAFR-_ZFZRNFRN BHRE
BEZINHEAMBEEGRER A H
HE HERSYBEEYEERA
e

BAVEEBEDIROVEEED
NP EZE ERERAEEWET 5
iR (RHEE21)

R-BZRNF+-_A=+—8B RNEHE
ETHRAFE ST EL B 9,184,000
T (ZZEZT R F:%30,825,0007T) B
REBFREEERR (RHFE18) -

14 FEIRE BIIREAR R CEIR®R

Group Company
$sH 2 F
2006 2005 2006 2005
HK$’'000 HK$'000 HK$'000 HK$'000
BETFRT BETxT ®BEFRET BETT
Bills and accounts receivable FEURZE & K fE UK IR TE 1,088,091 885,634 = =
Less: provision for Bl < e WK
impairment of DERIE]
receivables B AF (6,000) (6,000) = =
Bills and accounts FEUR =45 & FE WK iR 1B
receivable — net (Note (a)) — %% (K/7#(@@)) 1,082,091 879,634 - =
Loan to a director (Note 32) & E & (Kf7£32) 423 664 = =
Deposits, prepayments Be BRRR
and other receivables Herlx 96,855 174,774 28 209
97,278 175,438 28 209
Less: non-current portion  Ji ‘E EE K
of loan to a director e B 2B 1D (181) (407) = =
97,097 175,031 28 209
1,179,188 1,054,665 28 209
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14 BILLS, ACCOUNTS AND OTHER RECEIVABLES 14
(continued)

As at 31 December 2006, the carrying amounts of bills,
accounts and other receivables approximate their fair
values.

The Group has recognised a loss of HK$1,912,000 (2005:
HK$13,121,000) for impairment of its accounts receivable
and other receivables for the year ended 31 December
2006. The loss has been included in general and
administrative expenses in the income statement.

Note:

(a) The Group normally grants to its customers credit periods
for sales of goods ranging from 30 days to 120 days.
Consideration in respect of sold properties is payable by
the purchasers pursuant to the terms of the sale and
purchase agreements. Rentals in respect of leased
properties are payable by the tenants on a monthly basis.

Aging analysis of bills and accounts receivable as at 31
December 2006 is as follows:

B 75 R R BT ot

Rl RE BRI R R CE®R

=3
(#4)

RZBEERNF+_A=1+—H EK=E
B RERRBEFECERRIREEL A

REBEEZZEEAF+-_A=+—H1
FEN AEEREERIRERECE
W R R E TR E 18£8 1,912,0007T
(ZZEZTRF:#B%13,121,0007T) it
HEEBEEBREERSZRA—REITE
B

GEZ

(@) AEEEERFEERALTEERP=
THE-B_tHZERAH-BEXRE
MEHEMENEETIRIEHEES T
GRN -HEMEZES A BME
FRAXfS-

RZTEEXF+_A=+—H EK
SB R EBORIRIRE ST 0T :

2006 2005
HK$'000 HK$'000
BYETT BT T
Within three months =EAR 1,071,436 865,987
Over three months but within HBiE=MEAm BB
six months 7~ & A 4,686 10,837
Over six months but within BB 7S E A T R
twelve months + =M@ A 168 1,499
Over twelve months i1 e e 1D 11,801 7,311
1,088,091 885,634
Less: provision for impairment of B < FE MR
receivables (B (6,000) (6,000)
1,082,091 879,634

There is no concentration of credit risk with respect to
bills and accounts receivable as the Group has a large
number of customers, internationally dispersed.
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15 CASH AND BANK BALANCES 15 A& RBITHER

Group Company
$£H N

2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
BETRT AT #B¥TRT AEBT
Cash at banks and in hand ST RERHES 247,313 176,522 1,015 806
Short-term bank deposits 2 HISR 1T 1E X 28,682 28,787 = =
275,995 205,309 1,015 806

The effective interest rate on short-term bank deposits
was 4.23% (2005: 4.02%); these deposits have an
average maturity of 13 days.

As at 31 December 2006, the Group had bank deposits
of approximately HK$839,000 (2005: HK$1,431,000)
pledged with the banks in Mainland China (see Note
31).

As at 31 December 2006, pledged bank deposits and
other cash and bank balances of approximately
HK$30,250,000 (2005: HK$42,077,000) are denominated
in Chinese Renminbi and placed with banks in Mainland
China. The remittance of these funds out of Mainland
China is subject to the exchange control restrictions
imposed by the Chinese Government. Also the exchange
rate is determined by the Chinese Government.

HHERTTERNERFER 2423E (=
TEERF 4.028)  ZEHFERHFHE
BB A13K-

RZEERF+_A=+—H @A
IRITH 88408 #839,0000t (—ZEZH
B #1,431,0000T) | TR B 2 iR
17 (RBKIEE31) »

R-ZZEZRE+-_A=+—FH 2 &R
BOGEREECRe RBITEHNE
#30,250,000c (—ZEZEHF B K
42,077,0007T) RAARE A EEEEN
W7 R B 2 SR 1T o R B BB 1 3 5
B EXRAPBEBEERZINEE
HlIR R EEAPEBITEE-

2006 FIm 101




W Burwill Holdings Limited

Notes to the Consolidated Financial Statements 4%

AP BHRERME

16 SHARE CAPITAL 16 BR®*
Number of Nominal
ordinary shares value
HiEKEHA m{E
(thousands) HK$'000
(F&H) BETT
At 1 January 2005 RZEETRF—H—H 1,054,115 105,411
Repurchase of shares 8% ] f% 15 (21,986) (2,198)

At 31 December 2005 RZEZRFR_ZTEF
and 2006 +=—A=+—8H 1,032,129 103,213

The total authorised number of ordinary shares is 1,800
million shares (2005: 1,800 million shares) with a par
value of HK$0.1 per share (2005: HK$0.1 per share). All
issued shares are fully paid.

Share options

At the annual general meeting of the Company held on
6 June 2002, shareholders of the Company approved
the termination of the share option scheme adopted by
the Company on 23 July 1999 (the “Old Scheme”) and
the adoption of a new share option scheme (the “New
Scheme”). Under the New Scheme, the Company may
grant options to employees (including executive directors)
of the Group to subscribe for shares in the Company,
subject to a maximum of 30% of the issued share capital
of the Company from time to time excluding for this
purpose shares issued on exercise of options. The
subscription price will be determined by the directors,
and will not be less than the highest of the nominal
value of the shares, the closing price of the shares quoted
on the Stock Exchange on the trading day of granting
the options and the average of the closing prices of the
shares quoted on the Stock Exchange for the five trading
days immediately preceding the date of granting the
options.

No share options were granted, forfeited, exercised or
lapsed during the years ended 31 December 2005 and
2006. No share options were outstanding at 31 December
2005 and 2006.
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17 OTHER RESERVES AND RETAINED PROFITS 17 EERBREESERN

Group
L]
Capital
Share Capital  redemption  Translation ~ Retained
premium reserve reserve  adjustments profits Total
BAOfE
RHEE EXEE W HEER  RERN ag
HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000
BETT AT A%t BBt AT BETn
Balance at 1 January 2005 “E3nE-A-RER 470,820 - 9,779 1,437 183,941 665,977
Repurchase of shares EEkH
(Note 16) (H16) (7,649) - 2,198 - (2198)  (7,649)
Share of an associate’s EfEHEAT
share-hased AR AR
compensation reserve HERE = 7,054 = = = 7,054
Currency translation BBER
differences =8
- Group 58 - - - 3,220 - 3,220
- Associates ~BERF - - - 147 - 147
Profit for the year FEEF - - - - 72,745 72,745
Dividends paid BRRE - = = - (18974)  (18974)
At 31 December 2005 R-FBRF
+-A=1+-H 463,171 71,054 11,977 4,804 235,514 722,520
2006 F¥m 103
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17 OTHER RESERVES AND RETAINED PROFITS

104

(continued)

17 RERMBREZRT (&)

Group
%0
Available-
for-sale
Capital investment

Share Capital redemption revaluation Translation  Retained
premium reserve reserve reserve adjustments profits Total
A E
EXOR ke
BirRE EFER B EfERFE REBE RIEW a8
HKS'000  HKS$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
ERTT #%Tn #RTT ERTT E%TT EETT BERTR
Balance at 1 January 2006 “ERRE-A-BES 463171 7,054 11,977 - 4804 235514 722,520
Share of an associate’s =
share-hased PR BEREH
compensation reserve fEGA - 5,187 - - - - 5,187
Currency translation EBEY
differences B
- Group =1 - - - - 8,610 - 8,610
- Associates -BERF - - - - 1,377 S 1,377
Fair value gains on A { & B
available-for-sale BEENATHE
financial assets L6 - - - 1,117 - - 1,17
Profit for the year EEEA - - - - - 149380 149,380
Dividends paid ERE - - - - - (30964)  (30,964)
At 31 December 2006 RZBERE
+-A=1t-H 463,171 12,241 11,977 1,117 14,791 353,930 857,227
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17 OTHER RESERVES AND RETAINED PROFITS 17 HERBREZRET (&)

(continued)
Company
47
Capital
Share redemption Contributed  Retained

premium reserve surplus profits Total

¥R
B iR fiE #BAER RERA g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT A%t AEBTR BT A%TR
Balance at 1 January 2005 “TThE-A-BER 470,820 9,779 128,832 22,807 632,238
Repurchase of shares Al ) (7,649) 2,198 - (2,198) (7,649)
Profit for the year EERF - - - 51,894 51,894
Dividends paid BERRE - = = (18,974) (18,974)
Balance at 31 December 2005 “ERRFET-A=t+-RHEHR 463,171 11,977 128,832 53,529 657,509
Balance at 1 January 2006 ZTTRE-A-BER 463,171 11,977 128,832 53,529 657,509
Profit for the year EERF - - - (12,601) (12,601)
Dividends paid B RS - - - (30,964) (30,964)
Balance at 31 December 2006 “EERAET-A=+-RHEHR 463,171 11,977 128,832 9,964 613,944

Contributed surplus represents the difference between
the nominal amount of the shares issued and the book
value of the underlying net assets of subsidiaries acquired.
It can be utilised for issuance of bonus shares or for
capital redemption upon repurchase of shares.

Under the Companies Act 1981 of Bermuda, contributed
surplus is distributable to shareholders subject to the
condition that the Company cannot declare or pay a
dividend, or make a distribution out of contributed
surplus if (i) it is, or would after the payment be, unable
to pay its liabilities as they become due, or (ii) the
realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium account.

The Company’s reserves (excluding retained profits) as
at 31 December 2006 available for distribution to
shareholders were represented by the contributed
surplus of approximately HK$128,832,000 (2005:
HK$128,832,000).

BARBTIR D BT 2 H{EEE AN
BARZFEERMEZEZR -MAR
HAHBTARKBEROKEER
BEEMA-

REBRE-NN\—FRRE BAR
BRAI D IRGEBRR - BMOR D IKE 2
AIAREEEINPEFXNEEE A
HREEINEAE D BITRARK
EEIR @M RAF TS M
TR BH D IRBA R

R-ZBEERF+_A=+—8 "#HH

AR R 2 NA R B (T BIERE

) BB B8 4751 128,832,0007T
— TR EE%128,832,0007T) ©
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18 BORROWINGS 18 H®
2006 2005
HK$'000 HK$'000
BETT ok e
Non-current FE T ED
Bank borrowings RITE R 120,365 274,607
Other loans from minority BB A 7] AR R A
shareholders of subsidiaries EpEXK 4,075 3,973
Finance lease liabilities HEHEAE 2,821 10,758
127,261 289,338
Current B
Bank overdrafts SRITEX - 3,685
Bank borrowings |ITER 535,931 494,060
Other loans under margin facilities FEAEETEEER - 28
Finance lease liabilities MEHEAR 3,043 4,149
538,974 501,922
Total borrowings BE R 666,235 791,260
Secured borrowings are as follows: EEREFRWT:
2006 2005
HK$'000 HK$'000
BETT ok e
Bank borrowings RITE R 644,307 758,917
Other loans under margin facilities HFEBETEEER - 28
Finance lease liabilities mMEHEAR 5,864 14,907
650,171 773,852
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18 BORROWINGS (continued)

18

Bank borrowings of approximately HK$291,179,000
(2005: HK$382,352,000) were secured by certain
inventories (see Note 12). Bank borrowings of
approximately HK$99,704,000 (2005: HK$81,627,000)
were secured by certain leasehold land, land use rights,
buildings, investment properties and properties held for
sale (see Notes 6, 7 and 8). Bank borrowings of
approximately HK$253,424,000 (2005: HK$294,938,000)
were secured by shares and equity interests in certain
subsidiaries. Finance lease liabilities are effectively secured
as the rights to the leased assets revert to the lessor in
the event of default.

Other loans from minority shareholders of subsidiaries
were unsecured, non-interest bearing and not repayable

within one year.

The maturity of the Group’s borrowings is as follows:

< /43
(A8 /

IRITERAHE291,179,0007T (==
T R4 B %382,352,0007T) LA EB1A TE
SRR (RHE12) BT ERDNBE
#99,704,000c (—ZEZEHF B
81,627,0007T) LASB (0 FH & £ #b - -
FHRE EF REMERFEWEE
I (RHIEE6 « 7K8) ~SRITERLB
#5253,424,0007C (Z 2T A F B
294,938,0007T ) JA & T M BB A 7] &9 i
HEEREER REHEAEER L
EER AAETEEFERNEEEE
MiEgE=EEBHAA-

SEERNIHBEMAT:

Bank borrowings

and overdrafts

Other loans

BITERREX HEER
2006 2005 2006 2005
HK$’'000 HK$'000 HK$'000 HK$'000
BETRT #BEBTT #BETET BBTT
Within one year —F R 535,931 497,745 = 28
Between one and two years — %2 —F A 107,252 121,506 4,075 3,973
Between two and five years — & A F K 13,113 153,101 - -

Wholly repayable within hFEAZE

five years iz 656,296 772,352 4,075 4,001
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18 BORROWINGS (continued) 18 B (&)
2006 2005
HK$'000 HK$'000
BETT ok e
Finance lease liabilities — minimum MEMEAGE &K
lease payments: HEMR:
Not later than one year Tl —F 3,371 4,974
Later than one year and not A —FETHER
later than five years R 3,391 12,027
6,762 17,001
Future finance charges on BEMRE 2 RK
finance leases B %58 A (898) (2,094)
Present value of finance lease liabilites ®EMRE&E 2 RE 5,864 14,907
The present value of finance lease MmEMHEAGZ
liabilities is as follows: WEWT:
Not later than one year N E—F 3,043 4,149
Later than one year and not A —FETHER
later than five years HF 2,821 10,758
5,864 14,907
The effective interest rates at the balance sheet date REEBHERREQNT:
were as follows:
2006 2005
HK$ Us$ RMB HK$ us$ RMB
#IT Xt AE%® AT Er  ARE
Bank overdrafts RITEX - - - 8.5% = =
Bank borrowings RITER 5.8% 7.6% 6.6% 5.7% 6.5% 6.2%
Finance lease liabilities BtEHE & E 5.8% - - 6.0% - 5.8%
The carrying amounts of borrowings approximate their EXNIREEREEATEMEL-
fair values.
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18

19

BORROWINGS (continued)

The carrying amounts of the Group’s borrowings are
denominated in the following currencies:

18

4 /43

SEERNIRESBENTIERRE

fir

2006 2005
HK$’000 HK$'000
BT IT BT T
Hong Kong Dollar T 34,598 52,923
US Dollar ETT 548,817 677,290
Chinese Renminbi AR 82,585 60,729
Other currencies Hp gk 235 318
666,235 791,260

DEFERRED TAXATION 19 EERIE

Deferred taxation is calculated in full on temporary
differences under the liability method using a principal
taxation rate of 17.5% (2005: 17.5%).

The movement on the deferred tax liabilities (net of
deferred tax assets) is as follows:

EERBERBAEEIRNEEREZRE
BREI175% (ZFEZTRF:17.5%) 1
2HETE-

EREBBE E (NBEEHBEER)
ZRBWT

2006 2005

HK$’000 HK$'000

BRETIT BT

At 1 January (25,055) (12,471)
Deferred taxation recognised in EEERERL

the income statement iR & £ 18 (6,694) (12,065)

Exchange differences PE 5 =% (1,477) (519)

At 31 December R+ZHA=+—H” (33,226) (25,055)

Deferred income tax assets are recognised for tax loss
carry forwards to the extent that realisation of the related
tax benefit through the future taxable profits is probable.
The Group has unrecognised tax losses of approximately
HK$254,594,000 (2005: HK$231,473,000), which certain
amounts are subject to approval from the Hong Kong
Inland Revenue Department. These carry forwards will
begin to expire in 2007 for Mainland China and can be
carried forward indefinitely for Hong Kong. Tax losses
can be carried forward to offset future taxable income.

BEEMBHEEDEERBAR A=
A 5 8 2K 7R FE SR B0 A1 B3R 1 BT 45
Y HIBERR - AEEEARERTE
475 %254,594,000C (—ZEZRHF B
#231,473,0007C) ' EFR O FHFE S
REpitE-PREENILERBBERN
—ZET L FRBER MBENFIER
VR 75 HAIR - Bt 18 AT 4% 82 DA 3K §5 7R 2R FE R
FRULA
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19 DEFERRED TAXATION (continued) 19 BERE (£)
The movement in deferred tax assets and liabilities (prior FRELEHBEERBEZES (EF
to offsetting of balances within the same taxation — iR 2 AR EEAT) AT
jurisdiction) during the year is as follows:
Accelerated tax Investment
Deferred tax liabilities depreciation properties Others Total
BERFAR MERFHE RENE £E #n
2006 2005 2006 2005 2006 2005 2006 2005
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BRTR A%Tn BBTT BETT BRTR A%Trn EB%TR EETx
At 1 January w—A—H (1,151) (477)  (28,434) (17,888) (5,430) (4,681) (35,015) (23,046)
Recognised in the income statement 7E#8 35 K 32 (203) (674)  (6,246) (10,027)  (2,502) (749)  (8,951)  (11,450)
Exchange differences i 5 =8 (28) - (1,276) (519) (257) - (1,561) (519)
At 31 December “+=A=+-H (1,382)  (1,151) (35956) (28,434)  (8,189)  (5,430) (45527)  (35015)
Decelerated tax
Deferred tax assets depreciation Tax losses Others Total
BERARE BERAHE ik HE 3]
2006 2005 2006 2005 2006 2005 2006 2005
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
BRTT AT BWTT AT BRTT A%t BRTR AETr
At 1 January R—R—H 299 598 9,545 9,868 116 109 9,960 10,575
Recognised in the income statement 7 B # X 7 119 299) 2,138 (323) - 7 2,257 (615)
Exchange differences EXER - - 79 - 5 - 84 =
At 31 December “+=A=+-H 418 299 11,762 9,545 121 16 12,301 9,960
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19

20

DEFERRED TAXATION (continued)

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when the deferred
income taxes relate to the same fiscal authority. The
following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet

19 BERR (&)

BAEEMAA SR ABIEAERR
BRI R FEN TEEMEHSRA
— BRI R - BT R BIR A 2 SR
FEBIAR AR 8 5 B E
% THLHESAAERBRALT
AR—FNER BBz EE BB

as assets/liabilities not realisable/due within one year: 505 -
2006 2005
HK$'000 HK$'000
BETRT BT
Deferred tax assets RIETRIBE E 9,673 9,805
Deferred tax liabilities RIETIE B & (42,899) (34,860)
(33,226) (25,055)

BILLS AND ACCOUNTS PAYABLE

Aging analysis of bills and accounts payable is as follows:

Within three months =—EAR

20 FEfHRE R EFHIRE
N R IR R G IR IRIRER AT 0T -
2006 2005
HK$°000 HK$'000
BETR BET T

648,995 341,112

2006 F@m M




W Burwill Holdings Limited

Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

21

112

OTHER GAINS, NET

21 REWRSH

2006 2005
HK$'000 HK$'000
BETT ok e
Net fair value gain/(loss) on BEAFEEBREBZ
financial assets at fair value IR IS EE 2
through profit or loss NFEZFWRZE (BE) 9,877 (1,818)
Interest income: MEWA:
— on bank deposits —HRITEX 2,755 1,979
— on financial assets —MBEE 694 823
— on other receivables —HerlR 1,577 1,161
Gain on disposal of available-for-sale & AT S B A
financial assets & E 2 650 =
Provision for impairment of available- AHEENBEEZ
for-sale financial assets VERIEE L (7.800) =
Dividend income g B WA 806 272
Investment income & W a 8,559 2,417
Fair value gains on investment REWMED
properties N ERE 20,155 34,172
Net gain on disposals of investment HEREMEZ
properties 73 5 A = 2
Gain on disposal of interest in a HEWNBARERZ
subsidiary (Note 29(b)) i A (K aE29(b)) 4,832 =
Gain on disposal of shares in an HEBEQFRD 2
associate (Note (a)) s A (Kt (a)) - 91,986
Dilution gain in an associate R /NCE S g
(Notes (b)&(c)) (Kt et b) % (c) 212,842 69,819
Claims REE - 2,887
Others HE 9,711 7,787
256,099 209,070
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21 OTHER GAINS, NET (continued) 21 HEWEFEHE (&)

Notes: Wi &t -

(@) In August 2005, the Group disposed of certain equity (@) RZZETRAFNA AEELEER
interests in China LotSynergy Holdings Limited, reducing ERERARN MM ER  RER
its shareholding from 38.65% to 31.98%, and recognised 38.65% 5 231.98% * WHER L &% F
a disposal gain of approximately HK$91,986,000. #77%%91,986,0007T °

In August 2005, the Group's equity interest in China 75/\*7 ZRFENA AEXERER
LotSynergy Holdings Limited was diluted from 31.98% to NAVBTHR NEEREXERE
26.84% as a result of the issuance of new shares of China PRA A H) M @ B 31.98%% 8 &
LotSynergy Holdings Limited. In this connection, the Group 26.84% ° FLUt - AN E R E S

recognised a dilution gain of approximately T 15 W 4075 % 69,819,0007T ©
HK$69,819,000.
(c) During the year ended 31 December 2006, the Group’s (c)

equity interest in China LotSynergy Holdings Limited was
diluted from 26.84% to 21.75% as a result of the issuance
of new shares of China LotSynergy Holdings Limited. In

7r/ Iﬂﬁﬁﬁﬁ TE’WE
26.84%#5HEE21.75% ° wtltt'%ﬁ’é

this connection, the Group recognised a dilution gain of

approximately HK$212,842,000.

RABLEMES K OEE
212,842,0007T

22 EXPENSES BY NATURE 22 H#HESEHRA
Expenses included in cost of sales, selling and distribution SIESHER A HE RS HE RN R
expenses and general and administrative expenses are ETBEBANERDHTAOT
analysed as follows:
2006 2005
HK$'000 HK$'000
BETT BT T
Depreciation of property, M e R
plant and equipment HEITE
— owned assets -BEEBEE 10,928 9,063
— assets held under finance leases —HMEHEEE 1,737 1,764
Net (gain)/loss on disposals of property, HEWZE #EK
plant and equipment BEZF (M) BB (100) 23
Amortisation of prepaid operating ERNEERE
lease payments TR I8 B 1,800 1,641
Amortisation of intangible assets A E 5 =
Operating lease rentals LEMENRS 10,229 12,738
Direct operating expenses arising EEHSKRARN
from investment properties that REMENERE
generate rental income “EEHN 30 34
Employee benefit expense (including EERBNMAX (B
directors’ emoluments) (Note 23) E=Me) (#it23) 64,288 67,060
Provision for impairment of receivables  J& U 2k 18 2 & 1,912 13,121
Net exchange gains Rz s (3,141) (584)
Auditors’ remuneration Z A B & 750 1,230
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23 EMPLOYEE BENEFIT EXPENSE 23 EREFBAX

2006 2005
HK$'000 HK$'000
BETT BT T
Wages and salaries HFeI1& 57,185 61,016

Pension costs — defined contribution BRI A — R TR REE
plans (Note (a)) (Kt at(a)) 3,098 2,141
Staff welfare 8 T A 4,005 3,903
64,288 67,060

(a) Pensions — defined contribution plans

114

The Group has arranged for its Hong Kong
employees to participate in a defined contribution
retirement scheme (the “Original Scheme”), which
is managed by independently administered funds.
The Group’s monthly contributions are based on 5%
of employees’ monthly salaries. The employees are
entitled to receive 100% of the Group's contribution
and the accrued interest thereon upon retirement
or leaving the Group after completing ten years of
service or at a reduced scale of 30% to 90% after
completing three to nine years of services.

For the Hong Kong employees employed after 1
December 2000, the Group has arranged for these
employees to join the Mandatory Provident Fund
Scheme (the “MPF Scheme”), a defined contribution
scheme managed by an independent trustee. Under
the MPF Scheme, each of the Group and its
employees make monthly contributions to the
scheme at 5% of the employees’ earnings as defined
under the Mandatory Provident Fund legislation.
Both the employer’'s and the employees’
contributions are subject to a maximum of HK$1,000
per month per employee.
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23 EMPLOYEE BENEFIT EXPENSE (continued) 23 EERAAX (&)

(a) B -FREMREE (&)

(@) Pensions - defined contribution plans (continued)

As stipulated by the rules and regulations in
Mainland China, the Group contributes to state-
sponsored retirement plans for its employees in
Mainland China. The Group contributes to retirement
plans at rates of approximately 9% to 22.5% of the
basic salaries of its employees in Mainland China,
and has no further obligations for the actual
payment of pensions or post-retirement benefits. The
state-sponsored retirement plans are responsible for
the entire pension obligations payable to retired
employees.

During the year, the aggregate amount of the
Group’s contributions to the aforementioned
schemes was approximately HK$3,098,000 (2005:
HK$2,141,000) after deducting HK$73,000 (2005:
HK$329,000) deduction of forfeited contributions
of the Original Scheme.

REBFEDEGIRE ARELSEF
HREZ2EBERE RN E -
AEEREBEEAFHEHI%NE
225% R -BRFEEHKIN K&
BHBAFEREBERRIKS MK
FRREBHHE L -BRE K
BRAEAEERNEKERNE
MEELAEE

RER NEEYE i8S
H AR ER 478 85 3,098,0007T (=
TTRHE:HEED2 141,0000T) ' 2
R 4 &% 73,000 (ZEER
& : 5 #329,0007T) FEEHE 8908
W g o
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23 EMPLOYEE BENEFIT EXPENSE (continued) 23 ERBEFIMAX (&)
(b) Directors’ and senior management’s emoluments (b) E=EREREEEFHN
The remuneration of every director for the year BHE_ZTF+-_HA=+—H
ended 31 December 2006 is set out below: EFE BREENEHMNB T
Salaries, Employer's
allowances contribution
and Discretionary  to pension
Name of director Fees benefits bonuses scheme Total
R 1 BRI
EEk4 e Rig#l BfERe EX#m HE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EWTn  BRTRT  BWTR  BRTRT  RRTR

Executive directors BITES
Mr. CHAN Shing B 5% A - 6,620 1,140 239 7,999
Mr. SIT Hoi Tung EERLAE = 1,896 210 76 2,182
Mr. YANG Da Wei BABEE - 520 - - 520
Ms. LAU Ting ekt - 3,380 420 90 3,890
Ms. TUNG Pui Shan, Virginia MMzt - 1,501 221 69 1,791
Mr. KWOK Wai Lam DEFEE - 1,228 210 57 1,495
Mr. YIN Mark FULE - 1,062 - 38 1,100
Independent non- BIkBTER

executive directors
Mr. CUI Shu Ming EEREHE 326 - - - 326
Mr. SONG Yufang REFEAE 120 - - - 120
Mr. HUANG Shenglan BEBELE 240 - - - 240
Non-executive director ERTES
Mr. SZE Tsai Ping, Michael FPEFLE 120 - - - 120
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23 EMPLOYEE BENEFIT EXPENSE (continued) 23 ERBEFIMAX (&)
(b) Directors’ and senior management’s emoluments (b) EEREREHEBHFM (2)
(continued)
The remuneration of every director for the year BHE-_ZThFE+-_HA=+—H
ended 31 December 2005 is set out below: HFE BREBEFNEGMET:
Salaries, Employer’s
allowances contribution
and  Discretionary to pension
Name of director Fees benefits bonuses scheme Total
He 2 RIRET M
BEENA e e miERS EF@T %

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ARTT BRI A¥TR BRI A%TR

Executive directors RITES
Mr. CHAN Shing Bk 5% A - 6,380 = 228 6,608
Mr. SIT Hoi Tung ERREE - 1,39 1,501 54 2,951
Mr. YANG Da Wei BARELE - 510 - - 510
Ms. LAU Ting 2Eert - 5,080 - 168 5,248
Ms. TUNG Pui Shan, Virginia EMM Lt - 1,435 96 66 1,597
Mr. KWOK Wai Lam BEREE - 1,144 1,481 53 2,678
Mr. YIN Mark FxHE - 1,062 378 38 1,478
Mr. YU Wing Keung, Dicky® RKBILEC - 300 - 15 315
Mr. SUN Ho® BRREEY - 584 1,400 29 2,013
Independent non- BIKBTER

executive directors
Mr. CUI Shu Ming EERLE 312 - - - 312
Mr. SONG Yufang REFEE 120 - - - 120
Mr. HUANG Shenglan BBELLE 140 - - - 140
Non-executive director ERITESR
Mr. SZE Tsai Ping, Michael PELLAE 120 = = = 120
Notes: Hfat:
(a) Resigned on 11 April 2005. (@ RZZETHRFMA+—BHEH-
(b) Resigned on 1 August 2005. b) R-ZEZRFENA—BEE-
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23 EMPLOYEE BENEFIT EXPENSE (continued)
(c) Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include four (2005:
five) directors whose emoluments are reflected in
the analysis presented above. The emoluments

B M B RRME

Notes to the Consolidated Financial Statements 4%

23 EREBEFBRZ (&)
() EfUSRSHFMAL

AEERERSFMOAMUAL
BREOU(ZFETRF AU)E
= PN FHHE L X 2RO
hRBR-R T —EERE KEF

payable to the remaining one non-director, highest ATH BT
paid individual are as follows:
2006
HK$'000
BETT
Salaries, allowances and benefits e M NRER 1,116
Discretionary bonuses BiE e 480
Employer’s contributions to RIRET BB £
pension scheme H K 52
1,648
24 FINANCE COSTS 24 MERE
2006 2005
HK$'000 HK$'000

B b BT T

Interest on: FE
— Bank borrowings repayable within RAFAEERN
five years RITE R 59,948 49,767
— Other loans —HBEEX 231 326
— Finance lease liabilities —mEHESRE 838 1,592
61,017 51,685
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25 TAXATION 25 I

The Company is exempted from taxation in Bermuda
until 2016. The Company's subsidiaries established in the
British Virgin Islands are incorporated under the
International Business Companies Acts of the British
Virgin Islands and, accordingly, are exempted from British
Virgin Islands income taxes. Hong Kong profits tax has
been provided at the rate of 17.5% (2005: 17.5%) on
the estimated assessable profit for the year. Subsidiaries
of the Group in Mainland China are subject to Mainland
China enterprise income tax ranging from 12% to 33%
(2005: 12% to 33%) on their taxable income determined
according to Mainland China tax laws. Other overseas
taxation has been calculated on the estimated assessable
profits for the year at the rates prevailing in the respective
jurisdictions.

Under the relevant tax rules in Mainland China, a
subsidiary of the Group is subject to Mainland China
land appreciation tax (“LAT"). During the year, the Group
recorded LAT paid/payable amounting to approximately
HK$73,000 (equivalent to approximately RMB74,000)
(2005: HK$51,000 (equivalent to approximately
RMB54,000)), which was calculated based on 2% on the
sales proceeds received from the properties sold during
2006, as advised by the local tax bureau. Taking into
account the common practice on the levy of LAT in
various cities in Mainland China, the Company’s directors
consider it is unlikely that the Group will be required to
make any additional payment for the properties disposed
of up to 31 December 2006. As a result, no additional
provision on LAT was made in the financial statements
(2005: Nil).

RARAI A ARERBEE S —
NE-RABERHEBEBEERF
EREBREAHEN L 2B AR
CERBELESHSEH -BBNER
BRAFEBFERBEMN217.5% (=
TERF:17.5%) BE - ANEBERF
ZHB AR EHXPBECEMBGH &
FEBREETCERRABZ212%E
33% (ZZEZERF 12%%E33%) st &
BEE SR EBRAFEETER G
FABEB@BRAERBER ZHEFTE-

EFEEBEHMNT SB—HBAFA
BB AR ([ g E
Bl -FEN EBEN, BN LI
ERAAEET3,000L (ZEEHDAREK
74,0007t) (ZZEZRHF:E#51,000
Tt (ZEHARES4,0007T) )  FHEETY
B HBREN U EERFER
HEMEWRA 2% BEHH KE R
rh B 4535 TH A U - M 1S (E T 2 RS
Bl - RAREERAEAEEETITE=
EERNE+-A=+—HMEEZY
XBHMER P B LR ER - E L
N0R B R A B AT 1 (E 5 Ve R S
B(_ZETRF )
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25 TAXATION (continued) 25 M| (&)
The amount of taxation recognised in the income RERERBERZBET

statement represents:

2006 2005
HK$'000 HK$'000
BARTT BETT

Current taxation N F T IH
— Mainland China taxation — B RIA 608 1,217

Under/(over) provision in prior years RFEERETR GBEEH)

— Hong Kong profits tax —BBNEHR 21 8,573
— Mainland China taxation — R EFIAE 68 (3,429)
89 5,144
Deferred taxation relating to the i IE B I
origination and reversal of ZENELAR
temporary differences & [o] 6,694 12,065
7,391 18,426
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25

26

TAXATION (continued)

The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the

4= A

AR e B RS RAR MY

25 WA (&)

AEEERGHAAN 2 HAEERE
RAARRAALTERzBHEMAELZ

taxation rate of the home country of the Company as BaRMECEENT:
follows:
2006 2005
HK$'000 HK$ 000
BETT BT T
Profit before taxation B 7 A & F 159,066 97,211
Calculated at a taxation rate of BHREI1T5% (ST HF:
17.5% (2005: 17.5%) 17.5%) it & 27,836 17,012
Effect of different taxation rates EEERTRAKE 2
in other countries & 3,591 4,896
Income not subject to taxation BRI 2 WA (42,209) (30,956)
Expenses not deductible for taxation DLIEik 4
purposes X 4,084 9,530
Unrecognised tax loss RIERIE 11,857 11,097
Under provision in prior years RIFERBET R 89 5,144
Utilisation of previously unrecognised TREAAREERZ
tax losses 18 (1,598) =
Others HE 3,741 1,703
Taxation I8 7,391 18,426

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE

COMPANY

The profit attributable to equity holders of the Company
is dealt with in the financial statements of the Company
to the extent of a loss of HK$12,601,000 (2005: a profit

of HK$51,894,000).

26 FLFREFAAEGERT

ERARAFHHRRRR 2 AN E)H#E
aREARGREANEEREE

12,601,0007C (—Z=

51,894,0007T) °

hFE:BRNEE
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27 EARNINGS PER SHARE 27 SRR
Basic Bx
Basic earnings per share is calculated by dividing the BREARBINBEARFRE=FEG A
profit attributable to equity holders of the Company by FEMR BT FRAFRNE BT EBRA M
the weighted average number of ordinary shares in issue EFHBBE-

during the year.

2006 2005
Profit attributable to equity holders of RAGEZFEA
the Company (HK$'000) EiEAF OB%FT) 149,380 72,745
Weighted average number of ordinary B 317 & @R &0 hnE
shares in issue (thousands) 8 (FEH) 1,032,129 1,044,606
Basic earnings per share BREXRAT
(HK cents per share) (TR AL 14.47 6.96
Diluted e
Diluted earnings per share for the years ended 31 HRARAFARBE_TTAFR =T
December 2005 and 2006 are not presented because FAF+ZA=THLEFEILET
the Company has no dilutive potential ordinary shares. BENBETER SCKE 25| FKRE
SER Ao
28 DIVIDENDS 28 &R
2006 2005
HK$'000 HK$'000
BETT BT T
Proposed final dividend of nil R R EAR B F iR
(2005: HK3 cents) T E S
per ordinary share —ZETRF:3EM) - 30,964
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29 NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

(a) Cash generated from/(used in) operations

I

fre M HRARME

29 FEBRKRERME

(a) BEEE (A WAS

2006 2005
HK$’'000 HK$'000
BRTT BT T
Profit for the year FEEAH 151,675 78,785
Adjustments for: R
- Tax - HA 7,391 18,426
— Depreciation — & 12,665 10,827
- Amortisation — i 1,805 1,641
— (Gain)/loss on disposals of property, —-HEME HER
plant and equipment RtEz (afl) BB (100) 23
~ Fair value gains on investment -REVENRTFE
properties I &5 (20,155) (34,172)
— Net fair value (gain)/loss on financial -RATEEBER
assets at fair value through profit §\J¢§E']HM“%§FZ I
or loss E% (%) /EE (9,877) 1,818
~ Net gain on disposals of investment -HEREMEL
properties % Al = (2)
~ Gain on disposal of shares in an —HEBEDRRMD 2
associate A - (91,986)
— Dilution gain in an associate =Nk S e (212,842) (69,819)
~ Net gain on acquisition of interests -BAMBLAERZ
in subsidiaries % s A (370) -
— Gain on disposal of interest in a —HEMBRRER
subsidiary Ot A (4,832) -
— Provision for impairment of available- — — At HEHKEEZ
for-sale financial assets BB R 7,800 =
— Gain on disposal of available-for-sale -~ HENELENBEEE
financial assets 2 7l (650) -
— Dividends received from financial assets — W EUZ A F(E 1 B 18 25 71l 1R
at fair value through profit or loss MBS EERS (806) (272)
— Interest income — F B U A (5,026) (3,963)
~ Finance costs —REXR 61,017 51,685
— Share of losses of associates —EhEMBERRBE 3,597 9,370
— Effect of foreign exchange rate changes — SMEER & &) v 572 2,505 753
(6,203) (26,886)
Changes in working capital: HEEGEE:
- Inventories -F8 36,293 (62,296)
— Properties held for sale -HFEYE (619) 79
- Bills and accounts receivable — W Z 5 K fE IR B (207,338) 65,852
~ Deposits, prepayments and other ke BRRKEE
receivables A& 50,417 (75,801)
- Bills and accounts payable A EERESIRE 299,565 (70,890)
- Other payables and accruals —-HeEMIEREFER 235 20,364
Net cash generated from/(used in) BEELE/ (FA) K
operations FHe 172,350 (149,578)
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29 NOTES TO THE CONSOLIDATED CASH FLOW 29 HELRERERME (&)
STATEMENT (continued)

(b) Disposal of a subsidiary (b) HEMEL T
Pursuant to the equity transfer agreement entered BER_ZEZEEF+—H=1+H
into on 20 November 2006, the Group disposed of FIUHREERGE AEEHE
71% equity interests in a wholly-owned subsidiary —2EMBARZT1 %= TH
to a third party at a consideration of =& 1EBAR®61,651,0007T°
RMB61,651,000. Details of the disposal were as WEHEZERDT:
follows:
HK$'000
BT
Land use rights £t (F A A 8,446
Property, plant and equipment W% HER AR E 45,695
Inventories FE 54
Accounts receivable JFE U R 78 11,712
Deposits, prepayments and e BEHR
other receivables H R 18
Cash and bank balances B& RIFTER 12,365
Accounts payable &S IR TB (1,519)
Other payables and accruals HeEMIRBEREZ R (933)
Net assets FAEE 75,838
Less: Remaining interest retained AEBEREBHB T2
by the Group = (21,993)
Net assets disposed HEZFEE 53,845
Gain on disposal of interest in &M B A 7 2 i F
a subsidiary 4,832
Consideration, net of direct expenses B EZEF X 2R E 58,677
Satisfied by: ERAR:
Cash consideration received BEWRERKE 56,516
Cash consideration receivable JEUIR & KB 2,161
Total 4B =8 58,677
Analysis of net cash inflow in respect of LPEWNBATMBERANFED
disposal of a subsidiary: #r :
HK$'000
ST
Cash consideration received BUIRERE 56,516
Cash and bank balances disposed of &R 4 & R174 & (12,365)
Net cash inflow in respect of HEMB AR
disposal of a subsidiary Rem A FHE 44,151
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29

30

NOTES TO THE CONSOLIDATED CASH FLOW 29 HELRERERME (&)

STATEMENT (continued)

(c) Analysis of the balances of cash and cash () ReRIASFRMERIH

equivalents

2006 2005
HK$000 HK$'000
BARTRT BETT

Cash and bank balances e MIRTT&E &% 275,156 203,878
Bank overdrafts RITEX - (3,685)
275,156 200,193

(d) Major non-cash transactions

d) ¥2FREXH

During the year the Group entered into finance lease REAFAKERREERKKE
arrangements in respect of machinery with a total 7N 48 (B 3% % %5 3,935,000 (=&
capital value at the inception of the leases of T HE:48%10,538,0007T) < #
HK$3,935,000 (2005: HK$10,538,000). BRI VBERERH-
COMMITMENTS AND CONTINGENT LIABILITIES 30 AERBARAR
(a) Capital commitments (a) BERIE
2006 2005
HK$'000 HK$'000

Contracted but not provided
— Capital contribution to
an associate
— Machinery

AETr BT

BRENBREE
— FE B & R A
&R 22,620 =
— S 510 =

23,130 -
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30 COMMITMENTS AND CONTINGENT LIABILITIES

(continued)

30 RERVRAR (&)

(b) Operating lease commitments - where the (b) BEEHERRE —FTEMEZBA

(c)

126

Group is the lessee

At 31 December 2006, the Group had future RZZEZERF+ZA=+—H &

aggregate minimum lease payments under non-
cancellable operating leases as follows:

BRETAHE SEHEMR
AR ZREBE N HAATEW

T
2006 2005
HK$'000 HK$'000
BETRT BT T
Not later than one year N —F 7,184 12,091
Later than one year and not —ERETHERA

later than five years a4 7,551 13,608
14,735 25,699

Operating leases — where the Group is the lessor (c) BEEHE-FEMEHAA
At 31 December 2006, the Group had future R-EENF+_A=+—H &

minimum lease payments receivable under non-

SERENAIBENEEREM

cancellable operating leases as follows: AR E 2 AR EKRIBARE
Ul

2006 2005

HK$'000 HK$'000

BETT ok e

Not later than one year TR —F 13,680 11,271
Later than one year and not HBA—FENEA

later than five years HEF 25,172 21,933

Later than five years iy AN - 483

38,852 33,687

Contingent-based rents recognised in the income
HK$1,408,000

statement were
HK$2,706,000).
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30 COMMITMENTS AND CONTINGENT LIABILITIES
(continued)

(d)

(e)

(f)

30 RERERAR (&)

Corporate guarantees (d) 2FEEFE
2006 2005
HK$'000 HK$'000
BETT BT T
Guarantee for general banking REERNRIRITRE
facilities granted to an associate e 2 R 21,730 21,730
Guarantees given to banks for REEMEREE
mortgage facilities granted 12188 K ()
to the buyers of the RITIEE 2
Group'’s properties ER 3,372 33,153
25,102 54,883
In the opinion of the directors, no material liabilities EERA FHERN —RERA
will arise from the above guarantees which arose in BATGELERAE MAKE
the ordinary course of business and the fair value IR R RIRER X TFEBRK-
of the corporate guarantees granted by the Group
is immaterial.
Forward foreign currency exchange contracts (e) ERISEED
As at 31 December 2006, the Group had RZZEZERF+_A=+—H %
commitment in respect of outstanding forward EZARNARBITHRAIES
foreign currency exchange contracts to buy a #1 i % 72 #E A 24,800,000 7T
maximum amount of US dollar of 24,800,000 (2005: (ZZEZ R F:2,000,00057T) °
US$2,000,000).
Contingent liabilities (f) XRAEE

As at 31 December 2006, the Group’s contingent
liabilities relating to Mainland China land
appreciation tax amounted to HK$26,960,000 (2005:
HK$25,560,000).

R-BEERE+-_A=+—Q1H &
EEBETRLHIEERASKAE
& A5 126,960,0007T (—EZFH
£ #5,560,0007T) °
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31 CHARGE OF ASSETS

At 31 December 2006, the following assets were pledged:

(a)

Certain leasehold land, land use rights and buildings
with a net book amount of approximately
HK$118,734,000 (2005: HK$121,666,000);

Certain motor vehicles and machinery with a net
book amount of approximately HK$10,052,000
(2005: HK$19,044,000);

Certain investment properties of approximately
HK$77,309,000 (2005: HK$32,766,000);

Certain inventories of approximately HK$37,081,000
(2005: HK$103,322,000);

Certain properties held for sale of approximately
HK$24,691,000 (2005: HK$20,250,000);

Certain financial assets at fair value through profit
or loss of equity securities listed in Hong Kong with
market value of approximately HK$9,184,000 (2005:
HK$30,825,000);

Bank deposits of approximately HK$839,000 (2005:
HK$1,431,000); and

Shares and equity interests in certain subsidiaries.
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RZEBEERF+_A=+—H UTE
ED FHEM:

(a)

e it LHEAENET
MR T 7 {E #4976 # 118,734,0007T

—EERF 121,666,000
JL)

B E R LS IREFEL B
10,052,000 (ZZEZE R F B
19,044,0007T) :

2B n B W) E 4B 77,309,000
T (ZEZRF:8%32,766,000
JC)

2 FE XA H37,081,0005T (=
ZTE R E:H103,322,0007T) ¢

BB FE Y ELEE 24,691,000
T (ZEZ R F:8%20,250,000
JC)

iz AT EE BB RS
BEENBELTELEFMELNE
#9,184,0007T (ZEERHF : B
30,825,0007T ) :

810 4R 17 17 3K 40 75 # 839,0007T
—EEREF:BH,431,0007T) ¢
58

PRER D B B~ B RO At B #E & o




W BEZRERAA

Notes to the Consolidated Financial Statements %3 & Bf 7% ¥k 3% M 5%

32 RELATED PARTY TRANSACTIONS 32 ABARS
Parties are considered to be related if one has the ability, FiBBEALTTIIEERENEEKH
directly or indirectly, to control the other party or exercise BEEHS—H kBEARS—H 28
significant influence over the other party in making BREERRITEERTENZ AL
financial and operating decisions. Parties are also R sz 5 AT B HEREH REXR
considered to be related if they are subject to common HEIZANTTERIEREANL

control or common significant influence.

(a) Related party transactions which were carried out (a) EHEB —REEGRRTETZE
in the normal course of the Group’s business are as BERRZ ST
follows:
2006 2005
HK$’000 HK$'000

AT BETT

Rental income received from Bl E AR EE
associates A 666 77
Service income received from B & A R R
an associate A 316 =
Acquisition of intangible assets BB B S DR ETE
from an associate BE 100 =
Sales to an associate HE THZE QA 44 =
(b) Compensation to key management personnel by TZBEEAEMS
2006 2005
HK$'000 HK$'000
BETT BT T
Wages and salaries HFeI1& 15,650 20,009
Pension costs — defined RIRAA — R EHR
contribution plans =T El 569 651
Staff welfare BITRH 2,758 2,738

18,977 23,398
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32 RELATED PARTY TRANSACTIONS (continued)

(©)

130

Name of borrower

ERARSE

Position

B2

Terms of the loan
BEHRFIE
— interest rate
—F%
— security
— KA
— repayment term
— B FH
— borrowing date

— &% A

Balance of loan in respect of principal and interest

ERAE R B AR

— as at 31 December 2005
-RZEERF+=_A=+—H

Details of loan to a director of the Company,
disclosed pursuant to Section 161B of the Hong
Kong Companies Ordinance, are as follows:

32 MBARS (&)

R 2 BE G55 161B{& M /A B 58
ARREFEERZFBOT:

YIN Mark
FiT

Executive Director

WITES

5% per annum
FERE
unsecured

4 4

3 years

=%

15 August 2005
—ETERENARTHA

HK$664,000
75 #664,0007T

— as at 31 December 2006
—-R_EBEEF+_A=+—H

HK$423,000
75 #423,0007T

Maximum balance outstanding during the year

FARKDRHIR

HK$664,000
75 % 664,0007T

Annual Report 2006




	EWF113.pdf
	12b Burwill (AR) Notes.pdf
	12c Burwill (AR) Notes.pdf
	12d Burwill (AR) Notes.pdf
	12e Burwill (AR) Notes.pdf
	12f Burwill (AR) Notes.pdf

