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DEFINITIONS

In this circular, the following expressions have the following meanings unless the context requires

otherwise:

“Asia Pacific”

“Business Day”

“CCIH”

“CITIC Payment”

“Code”

“Company”

“Conditions”

“Deductible”

“Directors”

“Disposal”

“Disposal Completion Date”

“Disposal Consideration”

Asia Pacific Promotion Limited, a private company incorporated
in the British Virgin Islands which is wholly-owned by Mr. Ou
Yaping

a day (other than a Saturday or Sunday or days on which a tropical
cyclone warning Number 8 or above or a “black” rain warning
signal is hoisted in Hong Kong at any time between 9 am and 5
pm) on which Hong Kong clearing banks are open for the
transaction of normal banking business

CITIC Capital Investment Holdings Limited, a company
incorporated in Hong Kong with limited liability

HK$170,101,842 payment in cash being the total consideration
for the 226,802,456 Placing Shares to CCIH to be divided into
two halves with the first half made on the Placing Completion
Date and the second half made on 29 April 2005

the Hong Kong Code on Takeovers and Mergers
Sinolink Worldwide Holdings Limited (Stock Code: 1168), a
company incorporated in Bermuda whose shares are listed on the

Main Board of the Stock Exchange

the conditions precedent to completion of the Sale and Purchase
Agreement

HK$64,375,000 which represents the Maximum Exposure of
Kenson under the Kenson Note as at the Valuation Date

the directors of the Company

the disposal of the Sale Shares by the Company pursuant to the
Sale and Purchase Agreement

the second Business Day after the date on which the last of the
Conditions is fulfilled or waived or such other date as the parties

may agree in writing

the consideration for the disposal of the Sale Shares



DEFINITIONS

“Disposal Consideration Shares”

“Encumbrance”

“End Date”

“Enerchina”

Lt}

“Enerchina Share(s)

“GEM”

“Group”

“Individuals Payment”

“Issue Price”

“Kenson”

“Kenson Note”

“Latest Practicable Date”

ordinary share(s) of HK$0.01 each in the capital of Enerchina to
be issued and allotted to the Company in full satisfaction of the
Disposal Consideration

any mortgage, charge, pledge, lien, option, restriction, right of
first refusal, right of pre-emption, claim, right, interest or
preference granted to any third party, or any other encumbrance
or security interest of any kind (or an agreement or commitment
to create any of the same) and “Encumbrancer” means the holder
of any Encumbrance

30 June 2005

Enerchina Holdings Limited (Stock Code: 622), a company
incorporated in Bermuda whose shares are listed on the Main
Board of the Stock Exchange

ordinary share(s) of HK$0.01 each in the capital of the Company
listed and traded on the Stock Exchange

the Growth Enterprise Market of the Stock Exchange
the Company and its subsidiaries

HK$33,750,000 payment in cash being the total consideration for
the 45,000,000 Placing Shares to the two individuals settled on
the Placing Completion Date

HK$0.69, the issue price of each Disposal Consideration Share
which is equivalent to the closing price of the Enerchina Shares
as stated in the Stock Exchange’s quotation sheet on the Valuation
Date

Kenson Investment Limited, a company incorporated in the British
Virgin Islands and a wholly-owned subsidiary of the Company

the HK$62,500,000 exchangeable redeemable note issued by
Kenson to Hutchison International Limited (a wholly-owned
subsidiary of Hutchison Whampoa Limited) on 1 November 2004
which is exchangeable into Panva Gas Shares at the exercise price
of HK$3.25 per Panva Gas Share (subject to adjustments)

11 May 2005, being the latest practicable date prior to the printing
of this circular for ascertaining certain information referred to in
this circular
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“Listing Rules”

“Maximum Exposure”

“Panva Gas”

“Panva Gas Shares”

“Placing”

ER)

“Placing Completion Date

“Placing Consideration”

“Placing Date”

“Placing Shares”

“Public Float”

“Sale and Purchase Agreement”

“Sale Shares”

“SFC”

“SFO”

The Rules Governing the Listing of Securities on the Stock
Exchange

an amount which is calculated as the higher of: (a) the maximum
debt liability of Kenson under the Kenson Note as at the Disposal
Completion Date; or (b) the market value of the maximum number
of Panva Gas Shares into which the Kenson Note can be exchanged
in lieu of the repayment by Kenson of its debt liability under the
Kenson Note calculated based on the closing price of the Panva
Gas Shares as stated in the Stock Exchange’s quotation sheet on
the Valuation Date

Panva Gas Holdings Limited (stock code: 8132), a company
incorporated in the Cayman Islands whose shares are listed on

GEM

ordinary share(s) of HK$0.10 each in the capital of Panva Gas
listed and traded on GEM

the placing of an aggregate of 271,802,456 Enerchina Shares by
the Company to three independent placees through Smart Orient

18 April 2005, being the date of completion of the Placing

HK$203,851,842, being the total consideration for the Placing
and to be satisfied by Individuals Payment and the CITIC Payment

13 April 2005

271,802,456 Enerchina Shares which was held by Smart Orient
before the Placing

the requirement for at least 25% of the total issued share capital
of Enerchina to be held at all times by the public

a conditional sale and purchase agreement dated 7 April 2005
entered into between the Company and Enerchina in relation to

the Disposal

the entire issued share capital of Kenson and the entire issued
share capital of Supreme All as at the Disposal Completion Date

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)
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“Share(s)”

“Shareholders”

“Smart Orient”

“Stock Exchange”

“Supreme All”

“Valuation Date”

ordinary share(s) of HK$0.1 each in the capital of the Company
listed and traded on the Stock Exchange

holders of the Share(s)

Smart Orient Investments Limited, a company incorporated in
British Virgin Islands and a wholly-owned subsidiary of the
Company

The Stock Exchange of Hong Kong Limited

Supreme All Investments Limited, a company incorporated in the
British Virgin Islands and a wholly-owned subsidiary of the
Company

1 April 2005, being the last trading day of the Panva Gas Shares
and the Enerchina Shares prior to the date of the Sale and Purchase
Agreement



LETTER FROM THE BOARD

HHEERAERNE

SINOLINK WORLDWIDE HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)
(Stock Code: 1168)

Executive Directors: Registered Office:
OU Yaping (Chairman) Clarendon House
TANG Yui Man Francis (Chief Executive Officer) 2 Church Street
CHEN Wei Hamilton HM11
LAW Sze Lai Bermuda
Independent Non-executive Directors: Head office and principal place
LI Zhi Xiang of business in Hong Kong:
XIN Luo Lin 28th Floor, Vicwood Plaza
Davin A. MACKENZIE 199 Des Voeux Road Central
Hong Kong
17 May 2005

To the shareholders

Dear Sir or Madam,

(1) MAJOR TRANSACTION - DISPOSAL OF INTERESTS IN
KENSON INVESTMENT LIMITED AND
SUPREME ALL INVESTMENTS LIMITED

AND

(2) DISCLOSEABLE TRANSACTION - PLACING OF
EXISTING SHARES OF ENERCHINA HOLDINGS LIMITED

1. INTRODUCTION

On 7 April 2005, the Company, Enerchina and Panva Gas jointly announced that the Company and
Enerchina entered into the Sale and Purchase Agreement, pursuant to which the Company agreed to sell,
and Enerchina agreed to purchase, the Sale Shares, constituting the respective entire issued share capital
of Kenson and Supreme All at the Disposal Consideration. As at the Latest Practicable Date, Kenson and
Supreme All held 381,298,462 and 169,491,525 Panva Gas Shares respectively, representing approximately
40.47% and 17.98% of the issued share capital of Panva Gas respectively. The Disposal Consideration

*  For identification purpose only
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LETTER FROM THE BOARD

shall be satisfied by the allotment and issue credited as fully paid to the Company of 2,540,915,880
Disposal Consideration Shares by Enerchina on the Disposal Completion Date at the Issue Price.

The Disposal constitutes a major transaction for the Company under the Listing Rules and will
accordingly be subject to the approval of the Shareholders. Pursuant to Rule 14.44(2) of the Listing
Rules, a written approval has been obtained from Asia Pacific, the controlling shareholder of the Company,
which, as at the date of the Latest Practicable Date, held 1,374,222,000 Shares, representing approximately
58.55% in nominal value of the Shares giving the right to attend and vote at a special general meeting to
approve the Disposal. No general meeting of the Shareholders will need to be convened as all the
conditions set out in Rule 14.44 of the Listing Rules have been met by the Company. As at the Latest
Practicable Date, apart from approximately 0.65% shareholding interests in Panva Gas directly held by
Asia Pacific, all the shareholding interests of Asia Pacific in Enerchina and Panva Gas are held through
the Company. Therefore, Asia Pacific is not considered to have material interest in the Disposal. As no
Shareholder has a material interest in the Disposal, no Shareholder is required to abstain from voting if
the Company were to convene a special general meeting for the approval of the Disposal.

On 14 April 2005, the Company and Enerchina jointly announced that on 13 April 2005 the
Company had through its wholly owned subsidiary, Smart Orient, placed an aggregate of 271,802,456
Enerchina Shares to three independent placees at a placing price of HK$0.75 per Enerchina Share. Out of
the Placing Shares, Smart Orient had placed 226,802,456 Enerchina Shares to CCIH and 45,000,000
Enerchina Shares to two other individuals. Each of the placees were independent from each other and all
of them were independent and not connected persons (as defined in the Listing Rules) of the Company
and Enerchina. The Placing Shares represent approximately 11.86% of the total issued share capital of
Enerchina as at the Placing Date. The Placing Consideration were satisfied in cash by the Individuals
Payment on the Placing Completion Date and the CITIC Payment on the Placing Completion Date and 29
April 2005.

The Placing constitutes a discloseable transaction for the Company under Chapter 14 of the Listing
Rules.

The purpose of this circular is to provide Shareholders with details of the Disposal and the Placing
and other information in compliance with the requirements of the Listing Rules.

2. THE DISPOSAL
THE SALE AND PURCHASE AGREEMENT
Date

7 April 2005

Parties
(1)  Seller: The Company
(2) Buyer: Enerchina

As at the Latest Practicable Date, the Company was the controlling shareholder of Enerchina and
together with its associates beneficially owned as to approximately 50.50% of the issued share capital of
Enerchina. As no connected person of the Company is entitled to exercise, or control the exercise of, 10%
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or more of the voting power at any general meeting of Enerchina (interest of Asia Pacific in Enerchina
through the Company should be excluded for the purpose of Rule 14A.11 of the Listing Rules), Enerchina
is not a connected person of the Company under Chapter 14A of the Listing Rules.

Assets to be disposed

The Sale Shares, which will be fully paid-up shares owned by the Company on the Disposal
Completion Date, will constitute the respective entire issued share capital of Kenson and Supreme All on
the Disposal Completion Date.

The net asset value of the Sale Shares was HK$949,437,000 as at 31 December 2004, taking into
account that all loans due from/to Kenson and Supreme All with respect to the Company will be eliminated
prior to the Disposal Completion Date. Based on a closing price of HK$3.30 per Panva Gas Share as
stated in the Stock Exchange’s daily quotation sheet on the Valuation Date, the total market value of the
Panva Gas Shares held by Kenson and Supreme All respectively was approximately HK$1,817,606,957.10
as at the Valuation Date.

Disposal Consideration

The Disposal Consideration shall be HK$1,753,231,957.10, which is equivalent to the total market
value of the Panva Gas Shares held by Kenson and Supreme All respectively calculated based on the
closing price of the Panva Gas Shares as stated in the Stock Exchange’s quotation sheet on the Valuation
Date (being HK$3.30) less the Deductible.

The Disposal Consideration shall be satisfied by the allotment and issue credited as fully paid to
the Company of 2,540,915,880 Disposal Consideration Shares by Enerchina on the Disposal Completion
Date at the Issue Price. Based on the Issue Price, the Disposal Consideration Shares would have a total
market value of approximately HK$1,753,231,957.10 as at the Valuation Date.

The Disposal Consideration has been arrived at after arm’s length negotiations between the Company
and Enerchina with reference to, amongst other things, the total market value of the Panva Gas Shares
held by Kenson and Supreme All respectively with reference to the closing price of the Panva Gas Shares
as at the Valuation Date and the business prospects of Panva Gas.

Conditions precedent

Completion of the Sale and Purchase Agreement is conditional upon, amongst other things, the
fulfillment or waiver of the following conditions on or before the End Date (or such other date as the
parties may agree in writing):

(a)  at any time prior to the Disposal Completion Date, the current listing of the Panva Gas
Shares not having been withdrawn, the Panva Gas Shares continuing to be traded on GEM
(save for any temporary suspension pending any announcement in connection with the Sale
and Purchase Agreement and the transactions contemplated thereunder) and the Stock
Exchange not having indicated that they shall object to such listing and no circumstances
existing based on which the SFC could exercise its powers to direct a suspension in dealings
in the Panva Gas Shares;
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(b)

(©)

(d)

(e)

Note:

the licences, authorisations, consents, registrations, confirmations, waivers and other approvals
(the “Approvals”) necessary or desirable for the completion of the Sale and Purchase
Agreement by the Company having been granted by the requisite person, entity, governmental,
court, regulatory or other bodies on terms satisfactory to Enerchina including (but not
limited to):

(1) a written confirmation from the SFC confirming that completion of the Sale and
Purchase Agreement will not give rise to any takeover implications under the Code;

(ii) any Approvals required from holders of any shares, notes, bonds, instruments,
redeemable notes, convertible bonds, derivatives or other securities of Panva Gas,
Kenson or Supreme All (“Securities”) for the transfer of the Sale Shares; and

(iii) any Approvals required from any pledgee, mortgagee, chargee or Encumbrancer of
the Panva Gas Shares or Securities for the transfer of the Sale Shares;

save and except for the release of the obligations of the Kenson Note, all releases from any
pledgee, mortgagee, chargee, or Encumbrancer of all Encumbrances on, over or affecting
the Panva Gas Shares or Securities;

the passing at a general meeting of the shareholders of Enerchina of a resolution to approve
the purchase of the Sale Shares and all other necessary resolutions to increase the authorised
share capital of Enerchina and to authorise the allotment and issue of the Disposal
Consideration Shares in the agreed form or without material amendments to the agreed form
(Note 1); and

the Approvals necessary or desirable for the completion of the Sale and Purchase Agreement
by Enerchina having been granted by the requisite person, entity, governmental, court,
regulatory or other bodies, amongst others, including (but not limited to):

(1) the Stock Exchange’s approval for the listing of and permission to deal in the Disposal
Consideration Shares and any announcement or circular of Enerchina to be issued in
connection with the Sale and Purchase Agreement or the transactions contemplated
thereunder (Note 2); and

(i)  if necessary, any Approvals required from the Bermuda Monetary Authority for the
allotment and issue of the Disposal Consideration Shares.

The transactions contemplated under the Sale and Purchase Agreement constitutes a connected transaction
of Enerchina and therefore the Company and its associates will abstain from voting on the resolutions
regarding the Sale and Purchase Agreement and the allotment and issue of the Disposal Consideration
Shares which will be conducted by way of poll at the general meeting of Enerchina.

Any announcement or circular of Enerchina in connection with the Sale and Purchase Agreement or the
transactions contemplated thereunder will be submitted to the Stock Exchange for their review and comments
prior to the issue of such document.
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Completion

Completion of the Sale and Purchase Agreement shall take place on the Disposal Completion Date
when evidence of the fulfillment of the Conditions shall be produced by the relevant parties. If any
Condition is not satisfied or waived on or before the End Date (or such other date as the parties may

agree in writing) then the Sale and Purchase Agreement shall terminate.

SHAREHOLDING STRUCTURES OF THE COMPANY, ENERCHINA AND PANVA GAS

The following charts show the respective shareholding structures of the Company, Enerchina and

Panva Gas immediately before and after completion of the Disposal respectively:

(a) Existing shareholding structures as at the Latest Practicable Date

Mr. Ou Yaping Mr. Ou Yaping Public and other
and family shareholders
100% 0.27% 41.18% 0.65%
Asia Pacific
58.55%
The Company
(Notes 1 and 6)
50.50% 100% 100%
Warburg
Atlantic Cay Pincus Public and
(Notes 3, 4, 5) Ventures . other
L. P, (Note3) Fublic Kenson Supreme All shareholders
17.66% 4.84% 27% 40.47%N? 17.98% 40.90%
Enerchina Panva Gas
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(b)

Immediately after completion of the Disposal and steps to be taken to restore the
Public Float

0.65%

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Mr. Ou Yaping Mr. Ou Yaping and family Public and other
shareholders
100% 0.27%
41.18%
Asia Pacific
58.55%
The Company
Warburg
(NotesI and 6)
Pincus 64.33% "
Atlantic C Ventures
antic Ca (Note 5) ;
(Notes 3,4, 5) Y L.p. ¢ Public
8.37% M9 2.30% Mo 25%
Enerchina
100% 100%
Public and other
shareholders Kenson Supreme All
40.90% 40.47% N2 17.98%
Panva Gas

Includes the interest of Smart Orient.

Assuming there is no exchange of any part of the Kenson Note into Panva Gas Shares.

Each of Warburg Pincus Ventures International, L.P. (“WPV”) and Warburg Pincus Equity
Partners, L.P. (“WPE”) is interested in 50% of the issued share capital of Atlantic Cay
International Limited (“Atlantic Cay”).

Warburg Pincus & Co. is the general partner of the limited partnerships WPV and WPE.

None of Atlantic Cay, Warburg Pincus Ventures L.P., WPV or WPE has any interest in the
Company or Panva Gas which would fall to be disclosed under the provisions of Divisions 2 and

3 of Part XV of the SFO.

Please refer to the paragraphs immediately below.
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The expected shareholding of the Company of 64.33% in Enerchina after completion of the Disposal
as stated in the diagram above assumes the allotment and issue of the Disposal Consideration Shares and
then the placing of approximately 589,500,000 then existing Enerchina Shares to restore the Public Float
on the Disposal Completion Date (the “Assumption”). The Assumption may change depending on the
circumstances and the Company and Enerchina may undertake a combination of steps (including
an allotment and issue of new Enerchina Shares to independent third parties and/or the placing of
the then existing Enerchina Shares) to restore the Public Float. As such, apart from the public’s
interest in Enerchina which will be maintained to be at least 25%, the interest of the Company,
Atlantic Cay and Warburg Pincus Ventures L.P. may deviate from the figures as shown in chart (b)
above depending on the steps or the combination of steps to be taken by the Company and Enerchina
to maintain the Public Float on the Disposal Completion Date. However in any case, the Company
will ensure that Enerchina will remain as a subsidiary of the Company after completion of the Disposal.

Prior to the Disposal, the Company has an interest of approximately 58.45% in Panva Gas through
Kenson and Supreme All, its wholly-owned subsidiaries, and hence Panva Gas is a subsidiary of the
Company. Following completion of the Disposal, the Company will also be deemed to be interested in
the same number of Panva Gas Shares as before the Disposal (thereby continuing to be interested in
approximately 58.45% in Panva Gas) by virtue of its controlling interest in Enerchina. Accordingly,
Panva Gas will remain a subsidiary of the Company after completion of the Disposal.

Prior to the Disposal, the Company has an interest of approximately 50.50% in Enerchina and
hence Enerchina is a subsidiary of the Company. After the allotment and issue of 2,540,915,880 Disposal
Consideration Shares by Enerchina to the Company and, based on the Assumption, the placing down of
the then existing Enerchina Shares on the Disposal Completion Date, the Company expects to have an
interest of approximately 64.33% in the total issued share capital of Enerchina as enlarged by the issue of
such Disposal Consideration Shares. As stated above, the Assumption may change depending on the
circumstances. As such, the expected shareholding of the Company of approximately 64.33% in Enerchina
is subject to possible changes depending on the steps or the combination of steps to be taken by the
Company and Enerchina to maintain the Public Float on the Disposal Completion Date. However, in any
case, the Company will ensure that Enerchina will remain as a subsidiary of the Company after completion
of the Disposal.

The Company and Enerchina will ensure that upon completion of the Sale and Purchase Agreement
the Public Float will be maintained.

INFORMATION ON KENSON AND SUPREME ALL

Each of Kenson and Supreme All is an investment holding company, wholly-owned by the Company.
Their only assets as at the Disposal Completion Date would be their respective shareholdings in Panva
Gas as stated below. For financial information relating to Kenson and Supreme All, please refer to
Appendix II and Appendix III to this circular respectively.
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As at the Latest Practicable Date, Kenson and Supreme All held 381,298,462 and 169,491,525
Panva Gas Shares respectively, representing approximately 40.47% and 17.98% of the issued share
capital of Panva Gas respectively.

The net loss before and after taxation and extraordinary items of Kenson for the year ended 31
December 2003 was HK$2,514,242 (mainly attributable to finance expenses associated with the issue of
an exchangeable note). The net profit before and after taxation and extraordinary items of Kenson for the
year ended 31 December 2004 was HK$146,845,806 (mainly attributable to the gain from the placing of
Panva Gas Shares to independent third parties).

The net profit before and after taxation and extraordinary items of Supreme All for the year ended
31 December 2003 was HK$2,809,671 (mainly attributable to interest income). The net loss before and
after taxation and extraordinary items of Supreme All for the year ended 31 December 2004 was HK$9,290
(mainly attributable to administrative costs).

INFORMATION ON PANVA GAS

Panva Gas, a company listed on GEM, together with its subsidiaries, are principally engaged in
sale and distribution of natural gas and liquefied petroleum gas and construction of gas pipelines in the
PRC. For financial information relating to Panva Gas, please refer to Appendix IV to this circular.

The audited net profit before taxation and extraordinary items of Panva Gas for the two years
ended 31 December 2003 and 31 December 2004 were HK$231,949,000 and HK$283,799,000 respectively.
The audited net profit after taxation and extraordinary items of Panva Gas for the two years ended 31
December 2003 and 31 December 2004 were HK$209,074,000 and HK$264,088,000 respectively.

INFORMATION ON THE DISPOSAL

Based on the net asset value of the Sale Shares of approximately HK$949,437,000 as at 31
December 2004, taking into account that all loans due from/to Kenson and Supreme All with respect to
the Company will be eliminated prior to the Disposal Completion Date, the Company expects to recognise
in its income statement a gain of approximately HK$168 million from the Disposal arising in respect of
the dilution in the effective interest of the Company in Panva Gas assuming that: (a) the Company will be
interested in approximately 64.33% of Enerchina based on the Assumption which in itself is subject to
possible changes depending on the steps or combination of steps to be taken by the Company and
Enerchina to maintain the Public Float on the Disposal Completion Date; and (b) any gain or loss
resulting from any placing down exercise of existing Enerchina Shares by the Company on or before the
Disposal Completion Date has not been taken into account.

Despite the above, there will not be any change in control of Panva Gas from the perspective of the
Company as Panva Gas will remain as an indirectly owned subsidiary of the Company immediately after

completion of the Disposal.

For information purpose, the original cost of the Panva Gas Shares to the Company held through
Kenson and Supreme All was approximately HK$150,293,965.
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REASONS FOR AND BENEFITS OF THE DISPOSAL

Since the Company is the ultimate parent of Enerchina and Panva Gas, it can enjoy the benefits to
Enerchina from the Disposal. With Panva Gas being a subsidiary of Enerchina after the Disposal, the
Company will concentrate its resources in overseeing its investment in the energy sector through the
management of Enerchina. This will lead to a better and more efficient allocation of resources. Furthermore,
the Directors believe that the Disposal will lead to a realignment of the business divisions of the Company’s
main operating subsidiaries with Panva Gas’ business being covered under the umbrella of “energy”
business of Enerchina. This has the benefit of generating a simpler and clearer division of business lines
within the Group.

The Directors believe that the terms of the Disposal and the transactions contemplated under the
Sale and Purchase Agreement are fair and reasonable and in the interests of the Company and the
Shareholders as a whole.

FINANCIAL EFFECT OF THE DISPOSAL

As a result of the Disposal, the Group will receive 2,540,915,880 new Enerchina Shares at HK$0.69
each, giving an aggregate consideration of HK$1,753,231,957.20.

Earnings

The Group recorded an audited consolidated net profit of approximately HK$314.5 million for the
year ended 31 December 2004. Based on the net asset value of the Sale Shares of approximately
HK$949,437,000 as at 31 December 2004, taking into account that all loans due from/to Kenson and
Supreme All with respect to the Group will be eliminated prior to the Disposal Completion Date, the
Group expects to recognise in its income statement a gain of approximately HK$168 million from the
Disposal arising in respect of dilution in the effective interest of the Group in Panva Gas assuming that:
(a) the Company will be interested in 64.33% of Enerchina based on the Assumption which in itself is
subject to possible changes depending on the steps or combination of steps to be taken by the Company
and Enerchina to maintain the Public Float on the Disposal Completion Date; and (b) any gain or loss
resulting from any placing down exercise of existing Enerchina Shares by the Company on or before the
Disposal Completion Date has not been taken into account.

The actual profit for the Group resulting from the Disposal will be determined at Disposal
Completion Date and the amount may be different from that as shown above.

Net Asset Value
After completion of the Disposal, the unaudited consolidated net asset value of the Group will be
increased by approximately HK$168 million. The increase in net asset value of approximately 6.9% is

mainly attributable to the gain in respect of dilution in the effective interest of the Group in Panva Gas
arising from the Disposal.
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FINANCIAL AND TRADING PROSPECTS OF THE GROUP

PROSPECTS

Property Development

With the positive response from the presale of The Oasis since July 2004 and the launch of The
Mangrove West Cove this year, the gross floor area available for sale will increase substantially in 2005
and the Group plans to achieve the sales of all the remaining units of The Oasis and not less than 35% of
The Mangrove West Coast.

On the macro side, the property prices in the PRC continued to rise with property prices in some
provinces rise quicker and steeper than others. In view of the strong growth of the economy, the PRC
government imposed several control measures to adjust its economy, one of them being raising its
mortgage interest rate. The Board believed these macro-austerity measures had no significant negative
impact on the current property development business of the Group. In fact, some consolidation of the
industry has been seen in different regions in China, this will only make the property market to grow
more steady and healthy and we expect this trend will continue in 2005.

Moving ahead, the Group will continue to seek its expansion in the property development business
by increasing its land bank and actively exploring other potential projects in Shenzhen with a view to
create value to the Shareholders.

Gas Fuel Business

The PRC economy has entered into a solid stage of rapid growth. With the further opening up of
the energy sector, there will be a huge amount of new opportunities for the gas fuel industry. The Group
believes that its businesses will continue to expand in 2005 and will derive additional benefits from its
strong end-user customer bases in piped gas and LP Gas sales in cylinders.

In 2005, the Group will continue to strengthen its new project developments in Sichuan and the
northeastern region in China, where those cities in which the Group has secured projects will be used as
footholds to expand into the regions. The Group will also further expand the markets of its existing
operations and to seek cooperation and integration opportunities with the enterprises in the gas fuel
sector.

The Group will focus on parallel expansion of its piped gas business and the retail business of LP
Gas in cylinders with an emphasis on the further development of their end-user customer bases. The
Group will strive to exploit new opportunities in the PRC’s major cities to further enhance its competitive
advantages.

The Group will strive to enhance the management and operations of its member companies by

making further efforts to integrate their resources, to better utilise their gas supply and end-user sales
networks, and to further improve their safety standards.

- 14 -



LETTER FROM THE BOARD

Power generation

On our power generation business, we set our top priority to make sure that our fourth combined
cycle generating unit with the installed capacity of 180,000 kilowatts will be completed and commence
commercial operation on or before target completion date in the second quarter of 2005. We will also be
conducting feasibility studies towards switching to the utilization of natural gas as fuel and to further
expand its capacity to 1,500,000 kilowatts in response to the strong demand of electricity in the PRC. On
the other hand, we will continue to seek other means of energy production opportunities to diversify our
investment by exploring new projects both through Greenfield projects as well as suitable acquisition
targets in the regions where strong demand for energy exists.

On the operational side, the soaring oil price continues to pose challenges to the management in
the coming year. While the management monitors closely the oil price movement in the world market,
other measures like enforcing stringent control over the inventory level and further strengthening the
procurement procedures to control over our fuel costs will also be implemented. In addition, regular
maintenance and periodical overhauls will also be carried out to achieve a safe and stable supply of
electricity.

BUSINESS REVIEW

For the year ended 31 December 2004, the Group recorded a turnover of HK$2,406.4 million
representing an increase of 32.6% as compared to last year. Gross profit increased to HK$650.6 million
for the year ended 31 December 2004, an increase of 35.9% as compared to last year. The increase in
gross profit was mainly attributable to the significant progress of the Group’s gas fuel business, improved
in the property development business and consolidation of the electricity business since December 2004.
Net profit amounted to HK$314.5 million, a reduction of 50.1% due to the lack of non-operational gain
in 2004 as compared to 2003.

Property Development

For the year ended 31 December 2004, the Group recorded a turnover of HK$478.3 million for the
property development business, representing an increase of 44.5% as compared to last year. The Group
sold a total floor area of 67,272 square metres during the year as compared to 50,034 square metres for
last year. The increase in turnover was mainly attributable to the launch of The Oasis in July 2004. The
turnover was mainly derived from the sales of The Oasis, which accounted for 69.5% of the total
property sales for the year, representing 463 units (46,742 square metres) at an average selling price of
RMB&8,035. The remaining sales were derived from The Mandarin House and the Sinolink No.8, which
accounted for 13.7% and 16.8% of property sales for the year, representing 108 units (9,187 square
metres) and 89 units (11,343 square metres) at an average selling price of RMB6,901 and RMB&§,839
respectively.
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As at 31 December 2004, the Group has the following properties under development:

(1) Sinolink Garden Phase Four, The Oasis is a 1,322 units development covering a total gross
floor area of 140,868 square metres and a 20,619 square metres commercial development.
The occupancy permit is expected to be granted by September 2005 and presale has started
since July 2004.

(ii)  Sinolink Garden Phase Five is a development project with a total site area of 40,786 square
metres and total gross floor area of 228,574 square metres. It is scheduled to complete its
design and will commence construction in the second half of 2005.

(iii) The Mangrove West Coast is a development project with a total site area of 75,101.8 square
metres and total gross floor area of 249,300 square metres. This residential development
project has completed the structural work as at 31 December 2004 and presale is expected to
start in the second quarter of 2005.

During the year under review, the Group sold its 82% equity interest held in a development project
in Dameisha, Shenzhen to independent third parties for a consideration of HK$66.2 million, resulting in
a gain on disposal of HK$3.9 million.

Gas Fuel Business

For the year ended 31 December 2004, the Group’s gas fuel business, operated by Panva Gas,
recorded turnover of HK$1,800.3 million, representing an increase of 23.5% compared with last year.
Gross profit increased by 16.3% to HK$446.9 million. The continual improvement in the gross profit
margin was due to the solid growths of its businesses as well as major breakthroughs in new project
developments. While actively expanding new markets, Panva Gas also made further efforts to enhance the
management of its subsidiary companies. Such efforts included the establishment of special task forces
led by professionals to standardise the companies’ management practices, to regenerate their operations
and corporate culture, and to develop a business model for the optimum integration of its resources and
activities.

The Gas Fuel business can be further divided into the wholesale and retail of LP Gas, the sale of
piped gas and the gas pipeline development businesses. The turnover contribution from each of these
activities amounted to HK$858.6 million, HK$412.5 million, HK$66.5 million and HK$431.6 million
respectively and accounted for 47.7% 22.9% 3.7% and 24.0% respectively to the Panva Gas’s total
turnover.

Gas pipeline development continues to be an essential part of Panva Gas’ business, which not only
brings revenue at a higher gross profit margin but also facilitates the expansion of piped gas distribution.
While making solid efforts to increase its penetration in the existing piped gas market, Panva Gas is also
striving to obtain more piped gas projects by leveraging on the gas pipeline development business.
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With diligent and coordinated efforts, Panva Gas has successfully implemented its project
development plan laid down in early 2004. Eight new piped gas projects were secured during the year.
Among them, three projects were located in the Changchun city of Jilin province, the Anshan city of
Liaoning province, and the Qiqihar city of Heilongjiang province, which represented the major
breakthroughs in the northeastern region in China following its years of preparation works. With the
successful acquisition of these large and good quality projects, Panva Gas has gained major footholds for
its strategic development in the northeastern region. The Changchun project is particularly significant,
which provides Panva Gas further leverage in the PRC’s gas fuel sector as well as an additional venue to
tap the capital market.

Apart from these three projects, Panva Gas continued to make progress in the Sichuan province
with five new projects acquired in the cities of Yuechi, Cangxi, Zhongjiang, Pengshan and Chengdu.
Among them, the successful acquisition of a 13% interest in City of Chengdu Gas Company Limited
represented a significant move of the Group for its strategic development in the Sichuan province. The
acquisition of these five high quality projects during the year gives further evidence that Panva Gas has
embarked on a solid track of rapid growth through mergers and acquisitions.

Electricity Generation

The electricity generation business of the Company is used to be conducted through one of its
associate, Enerchina, which had become the Company’s subsidiary since 3 December 2004. During the
year ended 31 December 2004, Enerchina sold 1,473.0 million kWh of electricity, representing an increase
of 54.7% as compared to 952.1 million kWh over last year and recorded turnover of HK$856.4 million,
an increase of 53.0% over last year. This increase mainly contributed by the increased demand for
electricity in the PRC and the newly completed third combined cycle generating unit which commenced
commercial production in September 2004. As the Group increased its stake in Enerchina on 3 December
2004, whereby electricity generation become one of our principal activities of the Group, this activity
contributed turnover and operating profit of HK$99.9 million and HK$15.4 million respectively to the
Group for the year.

Enerchina’s direct operating expenses increased slightly to HK$665.1 million due to soaring fuel
cost, which was our primary direct operating expense. The higher fuel cost was primarily due to the
staggering high world oil price especially in the second half of 2004 in response to the various uncertainties
encountered in the oil producing regions. In order to cope with this difficult situation, the management
had carried out various remedial measures, including strengthening of fuel procurement and inventory
control, so as to minimize the impact to the Group as a whole. The management considered the remedial
measures effective and the result satisfactory.

Enerchina recorded a net profit of HK$80.2 million. This remarkable performance was the results

of the increase in power generation due to increased capacity, the strong demand for electricity in the
PRC and the management’s effective cost control measures especially on the fuel supply.
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FINANCIAL POSITION

The Group’s total borrowings increased from HK$1,234.7 million as at 31 December 2003 to
HK$4,381.7 million as at 31 December 2004. The increase is mainly due to the increase in bank and
other loans and senior notes of US$200 million raised by Panva Gas for the expansion of piped gas
business. In addition, the total borrowing also increased due to the consolidation of the loans of Enerchina,
which became a subsidiary of the Group since December 2004.

The proportion of borrowings due within one year to total borrowings decreased from 54.2% to
18.5% and a long term borrowings to equity ratio of 146.9%. Bank borrowings are mainly used to finance
the property development projects of the Group and the construction of the power plants and the convertible
notes, bonds and the senior notes due 2011 are used for the expansion of gas fuel business. The borrowings
are mainly at floating interest rates.

Total assets pledged in securing these loans have a net book value of HK$498.4 million as at 31
December 2004. The Group’s borrowings are denominated in RMB, Hong Kong dollars and United State
dollars. As the entire operation of the Group is carried out in the PRC, substantial receipts and payments
in relation to operation are denominated in RMB. No financial instruments were used for hedging
purpose except for the interest rate swap entered into by Panva Gas to hedge the senior notes; however,
the Board is evaluating and closely monitoring the potential impact of RMB appreciation and interest rate
movement and the instruments that could minimize such potential impact on the Group.

The Group’s cash and cash equivalents amounted to HK$3,618.7 million as at 31 December 2004
are mostly denominated in RMB, Hong Kong dollars and US dollars.

EMPLOYEES AND REMUNERATION POLICIES

The Group remunerated its employees mainly based on industry practices and individual’s
performance and experience. On top of regular remuneration, discretionary bonus and share option may
be granted to eligible staff by reference to the Group’s performance as well as individual’s performance.
Other benefits, such as medical and retirement benefits, are also provided.

As at 31 December 2004, the Group had over 4,120 employees, an increase of 13.5% from last
year and 99% of the Group’s employees are located in the PRC.

GENERAL

The Disposal constitutes a major transaction for the Company under the Listing Rules and will
accordingly be subject to the approval of the Shareholders. Pursuant to Rule 14.44(2) of the Listing
Rules, a written approval has been obtained from Asia Pacific, the controlling shareholder of the Company,
which, as at the date of the Latest Practicable Date, held 1,374,222,000 Shares, representing approximately
58.55% in nominal value of the Shares giving the right to attend and vote at a special general meeting to
approve the Disposal. No general meeting of the Shareholders will need to be convened as all the
conditions set out in Rule 14.44 of the Listing Rules have been met by the Company. As at the Latest
Practicable Date, apart from approximately 0.65% shareholding interests in Panva Gas directly held by
Asia Pacific, all the shareholding interests of Asia Pacific in Enerchina and Panva Gas are held through
the Company. Therefore, Asia Pacific is not considered to have material interest in the Disposal. As no
Shareholder has a material interest in the Disposal, no Shareholder is required to abstain from voting if
the Company were to convene a special general meeting for the approval of the Disposal.
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3. THE PLACING
PLACING

On 13 April 2005, the Company has, through its wholly owned subsidiary, Smart Orient, placed an
aggregate of 271,802,456 Placing Shares to three independent placees at a price of HK$0.75 per Share.
Out of the Placing Shares, Smart Orient has placed 226,802,456 Placing Shares to CCIH and 45,000,000
Placing Shares to two individuals. All of the placees are independent and not connected persons (as
defined in the Listing Rules) of the Company and Enerchina. The Placing Shares represent approximately
11.86% of the total issued share capital of Enerchina as at the Latest Practicable Date.

The Placing Consideration in total amount of HK$203,851,842 were satisfied in cash by the
Individuals Payment settled on the Placing Completion Date and the CITIC Payment made on the Placing
Completion Date and 29 April 2005. The Placing Consideration has been arrived at after arm’s length
negotiations between the Company and the three placees with reference to, amongst other things, the
total market value of the Placing Shares with reference to the closing price of the Placing Shares as at the
Placing Date.

The Placing Price represented a discount of approximately 6.25% to the closing price of HK$0.80
per Enerchina Share quoted on the Stock Exchange on 13 April 2005 (being the Placing Date) and a
premium of approximately 1.76% above the average closing price of HK$0.737 per Enerchina Share
quoted on the Stock Exchange for the 10 trading days up to and including 13 April 2005.

The subject matter of the Placing involved 11.86% of the total issued share capital of Enerchina.
The net asset value of Enerchina was approximately HK$1,342,792,000 as at 31 December 2004 being
the date of the latest published financial statements of Enerchina. The net profits (before taxation and
extraordinary items) of Enerchina for the two years ended 31 December 2003 and 31 December 2004
were approximately HK$66,365,000 and HK$80,229,000 respectively. The net profits (after taxation and
extraordinary items) of Enerchina for the two years ended 31 December 2003 and 31 December 2004
were approximately HK$57,466,000 and HK$80,229,000 respectively.

REASONS FOR AND BENEFITS OF THE PLACING

The Placing was made to fulfill the undertaking given by the Company to the Stock Exchange on
22 February 2005 to use its best efforts to take further appropriate steps to ensure restoration of the
Public Float for Enerchina by 18 April 2005. The Directors believed that the terms of the Placing were
fair and reasonable and in the interests of the Company and the shareholders of the Company as a whole.

Based on the net asset value of the Placing Shares of approximately HK$159,255,000 as at 31
December 2004, the Company expects to recognize in its income statement a gain of approximately
HK$44,200,000 from the Placing. The original average cost of the Placing Shares held by the Company
was approximately HK$166,071,122. The net proceeds from the Placing amounting to approximately
HK$203,500,000 will be used by the Company to repay its bank borrowings raised to finance the general
offers completed on 18 January 2005 and as general working capital.
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The Placing was unconditional and was completed on the Placing Completion Date. Upon completion
of the Placing, the Company and its associates were interested in approximately 50.50% of the total
issued share capital of Enerchina as at the Placing Completion Date. Enerchina remained as a subsidiary
of the Company immediately after completion of the Placing.

FINANCIAL EFFECT OF THE PLACING

The Placing is expected to result in a gain of approximately HK$44.2 million to the Group. This
amount is calculated based on the net asset value of Enerchina as at 31 December 2004.

On completion of the Placing, the net asset value of the Group will therefore increase by
approximately HK$44.2 million.

INFORMATION ABOUT THE PLACEES

CCIH is the proprietary investment subsidiary of CITIC Capital Markets Holdings Ltd. (“CITIC
Capital”) based in Hong Kong. CITIC Capital is the international investment banking arm of CITIC
Group in China dedicated to providing comprehensive and professional financial services in investment
banking, asset management, securities brokerage and securities research to institutional and private clients.
CITIC Capital shares the views of Enerchina that (i) the energy and utility industry will be one of the
fastest growing sectors of China’s economy, (ii) coal gasification will be an important “clean energy”
component in the power generation business in China for environmental reasons and (iii) Enerchina is
well positioned to benefit from the growth of such business.

Each of CCIH and the other two individual placees are independent from each other and are
independent and not connected persons (as defined in the Listing Rules) of the Company and Enerchina.
After the completion of the Placing, each of CCIH and the other two individual placees will not separately
be interested in 10% or more of the total issued share capital of Enerchina. Upon completion of the
Placing, CCIH and the other two individual placees will be interested in approximately 9.90% and 1.96%
of the total issued share capital of Enerchina respectively.

GENERAL

The Placing constitutes a discloseable transaction for the Company under Chapter 14 of the Listing
Rules and therefore not subject to the Shareholders’ approval.

4. ADDITIONAL INFORMATION
The Group is principally engaged in property development, generation and supply of electricity in

the PRC, sale and distribution of liquefied petroleum gas and natural gas and construction of gas pipelines
in the PRC. For financial information relating to the Group, please refer to Appendix I to this circular.
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Enerchina, a company listed on the Main Board of the Stock Exchange and a subsidiary of the
Company, together with its subsidiaries, are principally engaged in the generation and supply of electricity
in the PRC and investment holdings. Upon completion of the Disposal, Enerchina will engage in the
energy business which shall comprise of its current business as well as the business of Panva Gas.

Your attention is drawn to the information as set out in the Appendices to this circular.
Yours faithfully,
By Order of the Board

Tang Yui Man Francis
Chief Executive Officer
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APPENDIX 1 FINANCIAL INFORMATION RELATING TO THE GROUP

1. WORKING CAPITAL

The Directors are of the opinion that, following completion of the Disposal and taking into account
the internal resources of the Group, the Group will have sufficient working capital for its present
requirements.

2. INDEBTEDNESS STATEMENT

At the close of business on 31 March 2005, being the Latest Practicable Date for the purpose of
this indebtedness statement prior to the printing of this circular, the Group had outstanding borrowings of
approximately HK$4,374,525,000, comprising secured bank borrowings of approximately HK$589,401,000,
unsecured bank borrowings of approximately HK$1,601,154,000, unsecured other loans of approximately
HK$169,458,000, an unsecured and non-interest bearing advances from minority shareholders of
approximately HK$12,281,000, exchangeable note of approximately HK$62,500,000, convertible bonds
due 2008 of approximately HK$380,731,000 and senior notes due 2011 of approximately US$200.0
million (HK$1,559.0 million) respectively. The bank and other borrowings were repayable within 1 to 7
years.

Save as aforesaid and apart from intra-group liabilities and normal trade payables, the Group did
not have any loan capital issued or agreed to be issued, bank overdrafts, loans, debt securities issued and
outstanding, and authorized or otherwise created but unissued and term loans or other borrowings,
indebtedness in the nature of borrowings, liabilities under acceptance (other than normal trade bills) or
acceptance credits, debentures, mortgages, charges, finance lease or hire purchase commitments, which
are either guaranteed, unguaranteed, secured or unsecured, guarantees or other material contingent liabilities
outstanding at the close of business on 31 March 2005.
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3.

SUMMARY OF FINANCIAL INFORMATION
AUDITED FINANCIAL INFORMATION FOR THE GROUP

(i) Consolidated Profit and Loss Account

Set out below are the audited consolidated profit and loss accounts of the Group for the
years ended 31 December 2004, 2003 and 2002 extracted from the audited financial statements of

the Group for the relevant years.

2004 2003 2002
HKS$’000 HK$’000 HK$°000
(Restated)
Turnover 2,406,388 1,815,356 1,525,406
Cost of sales (1,755,793) (1,336,630) (1,156,903)
Gross profit 650,595 478,726 368,503
Other operating income 33,566 25,511 20,953
Distribution costs (72,691) (52,512) (46,380)
Administrative expenses (148,231) (130,649) (117,081)
Other operating expenses (34,118) (15,159) (3,509)
Profit from operations 429,121 305,917 222,486
Finance costs (34,721) (10,630) (4,350)
Gain on disposal of subsidiaries 90,705 293,817 195,908
Loss on deemed disposal arising from
dilution of interest in a subsidiary (3,266) -
Loss on deemed disposal arising from
dilution of interest in an associate (432) -
Gain on disposal of associates — 133,209 (234)
Release of deferred gain on disposal of
a subsidiary - 77,000
Gain on partial disposal of an associate - 2,677
Share of results of associates 26,482 5,981 (22,749)
Amortisation of goodwill of associates (2,615) (2,724) (1,816)
Profit before taxation 505,274 805,247 389,245
Taxation (39,385) (48,654) (16,068)
Profit before minority interests 465,889 756,593 373,177
Minority interests (151,412) (126,658) (78.,748)
Net profit for the year 314,477 629,935 294,429
Dividends 105,134 114,736 55,483
HK cents HK cents HK cents
Earnings per share
Basic 13.61 28.15 16.17
Diluted 12.87 27.54 15.40
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(ii) Audited financial statements for the year ended 31 December 2004

Set out below is the audited consolidated income statement, consolidated balance sheet,
balance sheet, consolidated statement of changes in equity, consolidated cash flow statement and
notes to the financial statements reproduced from the audited accounts published in the Group’s

Annual Report for the year ended 31 December 2004.

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2004

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses

Profit from operations

Finance costs

Gain on disposal of subsidiaries

Loss on deemed disposal arising from dilution
of interest in a subsidiary

Loss on deemed disposal arising from dilution
of interest in an associate

Gain on disposal of associates

Release of deferred gain on disposal of a subsidiary

Gain on partial disposal of an associate

Share of results of associates

Amortisation of goodwill of associates

Profit before taxation
Taxation

Profit before minority interests
Minority interests

Net profit for the year

Dividends

Earnings per share
Basic

Diluted
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2004
Notes HK$’000

5 2,406,388
(1,755,793)

650,595

6 33,566
(72,691)

(148,231)

(34,118)

N

429,121
9 (34,721)
10 90,705

(3,266)

(432)

26,482
(2,615)

505,274
11 (39,385)

465,889
(151,412)

314,477
12 105,134

HK cents

13
13.61

12.87

2003
HK$’000
(Restated)

1,815,356

(1,336,630)

478,726

25,511
(52,512)
(130,649)

(15,159)

305,917
(10,630)
293,817

133,209
77,000
2,677
5,981

(2,724)

805,247

(48,654)

756,593

(126,658)

629,935

114,736

HK cents
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CONSOLIDATED BALANCE SHEET
At 31 December 2004

Non-current assets
Property, plant and equipment
Intangible asset
Goodwill
Negative goodwill
Interests in associates
Investments in securities

Current assets
Stock of properties
Inventories
Trade and other receivables
Investments in securities
Amount due from an associate
Amounts due from minority shareholders
Pledged bank deposits
Bank balances and cash

Current liabilities
Trade and other payables
Amounts due to minority shareholders
Taxation
Borrowings — amount due within one year

Net current assets

Total assets less current liabilities

Non-current liabilities
Borrowings — amount due after one year

Minority interests

Net assets

Capital and reserves
Share capital
Reserves

Shareholders’ funds
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Notes

14
15
16
17
19
20

21
22
23
20

24

25
24

27

27

29
30

2004
HK$’000

2,374,254
9,160
180,120

(40,125)
70,677
146,099

2,740,185

2,082,615
102,102
870,798

49,576

28,064
72,467
3,546,256

6,751,878

681,804
30,773
79,470

811,559

1,603,606
5,148,272

7,888,457

(3,570,142)

4,318,315
(1,888,445)

2,429,870

233,345
2,196,525

2,429,870

2003
HK$°000
(Restated)

668,403
9,662
21,443

(18,022)
184,552
83,917

949,955

1,639,994
36,417
619,385
50,126
75,000
11,246

1,309,473

3,741,641

327,912
6,523
61,156
669,056

1,064,647
2,676,994

3,626,949

(565,655)

3,061,294
(874,556)

2,186,738

191,104
1,995,634

2,186,738
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BALANCE SHEET
At 31 December 2004

Non-current assets
Property, plant and equipment
Interests in subsidiaries
Interest in an associate

Current assets
Trade and other receivables
Investments in securities
Amount due from an associate
Bank balances and cash

Current liabilities
Trade and other payables
Amounts due to subsidiaries

Net current (liabilities) assets

Net assets

Capital and reserves
Share capital
Reserves

Shareholders’ funds
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Notes

14
18
19

20

26

2004
HK$’000

1,666
1,532,460

1,534,126

1,152

12,118

13,270

280
381,558

381,838
(368,568)

1,165,558

233,345
932,213

1,165,558

2003
HK$’000

234
905,497
246,591

1,152,322
11,472
50,000

75,000
754,533

891,005

598,150
263,059

861,209
29,796

1,182,118

191,104
991,014

1,182,118
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2004

HK$’000
At 1 January 2003 1,579,216
Exchange differences arising on translation of financial statements
of overseas operations not recognised in the consolidated income statement (602)
Addition to general reserves 483
Issue of new shares 6,160
Premium arising on issue of shares 38,457
Reserves realised on disposal of subsidiaries (126)
Reserves realised on partial disposal of a subsidiary (654)
Reserves realised on disposal of an associate (8,855)
Net profit for the year 629,935
Dividends (57,276)
At 31 December 2003 2,186,738
Exchange differences arising on translation of financial statements of
overseas operations not recognised in the consolidated income statement (2,017)
Issue of new shares 3,935
Premium arising on issue of shares 19,275
Reserves realised on partial disposal of interests in subsidiaries (297)
Net profit for the year 314,477
Dividends (92,241)
At 31 December 2004 2,429,870
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2004

2004 2003
HK$’000 HK$’000
(Restated)
OPERATING ACTIVITIES
Profit before taxation 505,274 805,247
Adjustment for:
Share of results of associates (26,482) (5,981)
Interest income (16,461) (13,372)
Interest expense 26,243 10,355
Dividend income - (647)
Gain on disposal of subsidiaries (90,705) (293,817)
Impairment loss recognised in respect of investments
in securities 25,000 —
Loss on deemed disposal arising from dilution of interest
in a subsidiary 3,266 -
Loss on deemed disposal arising from dilution of interest
in an associate 432 -
Gain on disposal of associates - (133,209)
Release of deferred gain on disposal of a subsidiary - (77,000)
Gain on partial disposal of an associate - (2,677)
Amortisation of direct issuance costs of guaranteed
senior notes 1,270 -
Amortisation of goodwill 4,090 3,940
Amortisation of intangible asset 502 373
Amortisation of premium payable on redemption of
convertible bonds 6,972 -
Release of negative goodwill (2,479) (2,244)
Depreciation and amortisation of property, plant
and equipment 52,386 34,033
(Gain) loss on disposal of property, plant and equipment (123) 10,033
Holding loss on investments in securities — 2,307
Unrealised holding (gain) loss on investments in securities (754) 36
Unrealised holding gain on commodity derivatives (907) -
Operating cash flows before movements in working capital 487,524 337,377
(Increase) decrease in stock of properties (449,846) 37,687
Decrease (increase) in inventories 14,767 (11,346)
Decrease (increase) in trade and other receivables 253,050 (308,018)
Decrease in trade and other payables (2,050) (9,651)
Cash generated from operations 303,445 46,049
Interest paid (61,217) (41,480)
Income taxes paid (21,071) (15,322)
NET CASH FROM (USED IN) OPERATING ACTIVITIES 221,157 (10,753)
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2004 2003
Notes HK$’000 HK$°000
(Restated)

INVESTING ACTIVITIES
Purchase of property, plant and equipment (487,373) (206,042)
Investment in associates (299,334) (112,056)
Acquisition of additional interest in subsidiaries (1,151) (994)
Acquisition of subsidiaries (net of cash and cash

equivalents acquired) 31 635,592 (15,173)
Proceeds from partial disposal of interests

in subsidiaries 157,685 600,532
Repayment from an associate 75,000 159,773
Disposal of subsidiaries (net of cash and cash

equivalents disposed of) 32 52,475 14,842
Proceeds from redemption of unlisted debt securities 50,000 —
Interest received 16,461 12,552
Advances to minority shareholders 11,246 30,030
Proceeds from disposal of investments in securities 11,068 10,913
Proceeds from disposal of property, plant and equipment 10,253 7,255
Purchase of investments in securities - (80,145)
Purchase of intangible asset - (10,035)
Disposal of associates — 93,545
Redemption of convertible bonds - 66,000
Dividend received - 647
Redemption of PRC bonds - 187
NET CASH FROM INVESTING ACTIVITIES 231,922 571,831
FINANCING ACTIVITIES
Net proceeds from issue of guaranteed senior notes 1,523,440 -
New bank and other loans raised 382,086 26,887
Capital contributions from minority shareholders

of subsidiaries 50,630 -
Proceeds from issue of shares 23,210 3,817
Dividends paid (92,241) (57,276)
Repayment of exchangeable notes (62,500) -
Dividends paid to minority shareholders of subsidiaries (31,782) (4,319)
Repayment to minority shareholders (5,964) (17,014)
Net proceeds from issue of convertible bonds - 374,917
Decrease in amount due from minority shareholders - 23,792
Repayment of bank and other loans - (73,050)
NET CASH FROM FINANCING ACTIVITIES 1,786,879 277,754
INCREASE IN CASH AND CASH EQUIVALENTS 2,239,958 838,832
CASH AND CASH EQUIVALENTS AT

BEGINNING OF THE YEAR 1,309,473 470,641
EFFECT OF FOREIGN EXCHANGE RATE CHANGES (3,175) -
CASH AND CASH EQUIVALENTS AT

END OF THE YEAR, REPRESENTING

BANK BALANCES AND CASH 3,546,256 1,309,473
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004

1. GENERAL

The Company is incorporated in Bermuda as an exempt company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Its ultimate holding company is Asia
Pacific Promotion Limited, a private limited company incorporated in the British Virgin Islands (the “BVI”).

The principal activities of the Group are property development, sale and distribution of liquefied petroleum
gas and natural gas (“gas fuel”) and construction of gas pipelines and supply of electricity operation.

2. POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants (the “HKICPA”) issued a number of new
or revised Hong Kong Accounting Standards (“HKASs”) and Hong Kong Financial Reporting Standards (“HKFRSs”)
(herein collectively referred to as “new HKFRSs”) which are effective for accounting periods beginning on or after
1 January 2005. The Group has not early adopted these new HKFRSs in the financial statements for the year ended
31 December 2004.

The Group has commenced considering the potential impact of these new HKFRSs but is not yet in a
position to determine whether these new HKFRSs would have a significant impact on how its results of operations
and financial position are prepared and presented. These new HKFRSs may result in changes in the future as to
how the results and financial position are prepared and presented.

3. PRIOR PERIOD ADJUSTMENTS

Pursuant to the agreement dated 4 December 2003 in relation to the placing of certain shares in a subsidiary,
Panva Gas Holdings Limited (“Panva Gas”), a gain on partial disposal has been recognised in the consolidated
income statement for the year ended 31 December 2003. The entire sale proceeds of the placing of shares was then
applied for the subscription of the same amount of shares which was approved on 5 January 2004. Subsequently,
the board of directors considered that these transactions should be accounted for as one transaction in view of their
nature. Accordingly, it resulted in an adjustment to reduce net profit for the year ended 31 December 2003
amounted to approximately HK$148,115,000 with a corresponding reduction of the opening balance of the
accumulated profits as at 1 January 2004. In addition, the Group’s other reserves and minority interests as at 31
December 2003 were increased by approximately HK$1,178,000 and HK$169,952,000 respectively while the trade
and other payables as at 31 December 2003 was decreased by approximately HK$23,015,000. The effect of such
change had no significant impact on the net profit for the year ended 31 December 2004.

In addition, an adjustment has been made to reduce goodwill arised on the conversion of convertible note
into the shares of Panva Gas and other payables of approximately HK$63,108,000 as at 31 December 2003.

4. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for the
revaluation of certain properties and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally accepted in
Hong Kong. The principal accounting policies adopted are as follows:
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Basis of consolidation

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

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

All significant inter-company transactions and balances within the Group have been eliminated on
consolidation.

Goodwill

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

Goodwill arising on acquisition prior to 1 January 2001 continues to be held in reserves and will be
charged to the income statement at the time of disposal of the relevant subsidiary or associate, or at such
time as the goodwill is determined to be impaired.

Goodwill arising on acquisition on or after 1 January 2001 is capitalised and amortised on a straight
line basis over its useful economic life, generally not exceeding twenty years. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance sheet. Goodwill arising on the acquisition
of an associate is included within the carrying amount of the associate.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable
assets and liabilities of a subsidiary or an associate at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1 January 2001 continues to be held in reserves
and will be credited to income at the time of disposal of the relevant subsidiary or associate.

Negative goodwill arising on acquisition on or after 1 January 2001 is presented as a deduction
from assets and is released to income based on an analysis of the circumstances from which the balance
resulted. To the extent that the negative goodwill is attributable to losses or expenses anticipated at the date
of acquisition, it is released to income in the period in which those losses or expenses arise. The remaining
negative goodwill is recognised as income on a straight line basis over the remaining average useful life of
the identifiable acquired depreciable assets. To the extent that such negative goodwill exceeds the aggregate
fair value of the acquired identifiable non-monetary assets, it is recognised as income immediately.

Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance
sheet as a deduction from assets. Negative goodwill arising on the acquisition of an associate is deducted
from the carrying value of that associate.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified
impairment loss.
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Interests in associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated at the Group’s
share of the net assets of the associates plus goodwill or less negative goodwill in so far as it has not
already been written off, amortised or released to income, less any identified impairment loss.

When the Group transacts with an associate, unrealised profits are eliminated to the extent of the
Group’s interest in the relevant associate. Unrealised losses are eliminated to the extent of the Group’s
interest in the relevant associate, except where the transaction provides evidence of an impairment of the
asset transferred.

Recognition of revenue

Development properties

Income from properties developed for sale, where there are no pre-sales prior to completion of a
development, is recognised on the execution of the sale and purchase agreement.

Income from properties pre-sold prior to completion of development is recognised over the period
from the execution of the sale and purchase agreement to the completion of the development on the basis of

development costs incurred to date as a proportion of estimated total development costs.

Income from outright sales of an entire property development project is recognised upon execution

of the sale and purchase agreement.
Sales of electricity supply

Revenue from electricity supply operations is recognised when electricity is supplied.
Gas pipelines construction revenue

Gas pipelines construction revenue is recognised when the outcome of a gas connection contract
can be estimated reliably and the stage of completion at the balance sheet date can be measured reliably.
Revenue from gas connection contracts is recognised on the percentage of completion method, measured by
reference to the value of work carried out during the period. When the outcome of a gas connection
contract cannot be estimated reliably, revenue is recognised only to the extent of contract costs incurred
that is probable will be recoverable.
Sales of goods

Sales of goods are recognised when goods are delivered and title has been passed.
Income from property management services

Income from property management services is recognised on provision of services.

Rental income

Rental income, including rental invoiced in advance under operating leases, is recognised on a

straight line basis over the period of the leases.
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Interest income

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

applicable.
Dividend income

Dividend income from investments is recognised when the shareholders’ rights to receive payment

have been established.

Property, plant and equipment

Land and buildings are stated in the balance sheet at their revalued amount, being the fair value at
the date of revaluation less any subsequent accumulated depreciation and amortisation and any subsequent
impairment losses. Revaluations are performed with sufficient regularity such that the carrying amount
does not differ materially from that which would be determined using fair values at the balance sheet date.

Any revaluation increase arising on revaluation of land and buildings is credited to the asset
revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset previously
recognised as an expense, in which case the increase is credited to the income statement to the extent of the
decrease previously charged. A decrease in net carrying amount arising on revaluation of an asset is dealt
with as an expense to the extent that it exceeds the balance, if any, on the asset revaluation reserve relating
to a previous revaluation of that asset. On the subsequent sale or retirement of a revalued asset, the
attributable revaluation surplus is transferred to accumulated profits.

Other plant and equipment are stated at cost less depreciation and accumulated impairment losses.
Depreciation and amortisation is provided to write off the cost or valuation of items of property,

plant and equipment, other than construction in progress, over their estimated useful lives and after taking
into consideration of their estimated residual values, using the straight line method, at the following rates

per annum:
Leasehold land Over the unexpired term of lease or over the term of the
equity joint venture, whichever is shorter
Buildings 3% to 10%
Furniture, fixtures and equipment 18% to 40%
Gas pipelines 3%
Motor vehicles 6% to 30%
Plant and machinery 6% to 30%

The gain or loss arising on the disposal or retirement of an asset is determined as the difference
between the sale proceeds and the carrying amount of the asset and is recognised in the income statement.

Construction in progress
Construction in progress, which includes all development expenditure and other direct costs, including
interest expenses attributable to such projects, is stated at cost less any accumulated impairment losses. It

is not depreciated until completion of construction. Costs on completed construction works are transferred

to other categories of property, plant and equipment.
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Exclusive operating right for city pipeline network

Exclusive operating right for city pipeline network is stated at cost less accumulated amortisation
and any identified impairment loss. The cost incurred for the acquisition of exclusive operating right is
capitalised and amortised on a straight line basis over the estimated useful life of twenty years.

Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at cost.

Investment securities, which are securities held for an identified long-term strategic purpose, are
measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other than

temporary.

Other investments are measured at fair values, with unrealised gains and losses included in net

profit or loss for the year.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible assets and
intangible assets to determine whether there is any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a revalued amount under another Standard, in which case
the impairment loss is treated as a revaluation decrease under that Standard.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, such that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is recognised as income immediately, unless the relevant asset
is carried at a revalued amount under another Standard, in which case the reversal of the impairment loss is
treated as a revaluation increase under that Standard.

Stock of properties

Stock of properties includes properties under development and properties held for sale.

The carrying value of properties under development comprises the land cost together with
development expenditure, which includes construction costs, capitalised interest and ancillary borrowing
costs, plus attributable profits taken to date, less progress payments received and foreseeable losses.
Attributable profit on pre-sale of properties under development is recognised over the course of the
development. Profit recognised on pre-sale of properties during an accounting period is calculated by
reference to the proportion of construction costs incurred up to the accounting date to total estimated
construction costs to completion, with due allowance for contingencies.

Properties held for sale are classified under current assets and are stated at the lower of cost and net
realisable value. Cost is determined by apportionment of the total land and development cost attributable to
the unsold properties. Net realisable value is the estimated price at which a property can be realised in the

ordinary course of business less related selling expenses.
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Inventories

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

Decoration work in progress comprises direct material and labour cost plus attributable profits
taken to date less deposits received and provision for any foreseeable losses.

Construction contracts

When the outcome of a construction contract can be estimated reliably and the stage of contract
completion at the balance sheet date can be measured reliably, contract costs are charged to the income
statement by reference to the stage of completion of the contract activity at the balance sheet date on the
same basis as contract revenue is recognised.

When the outcome of a construction contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are incurred. When it is probable that total contracts
costs will exceed contract revenue, the expected loss is recognised as expense immediately.

Interest rate swaps

Interest rate swaps of the Group are used for hedging purpose. To qualify as a hedge, the interest
rate swap must effectively reduce the interest rate risk of the underlying asset or liability to which it is
linked and be designated as a hedge at inception of the contract.

Net interest arising from interest rate swaps is accounted for on an accrual basis and are included in
the related category of income and expense in the income statement on the same basis as that arising from
the underlying hedging transactions.

Commodity derivatives

The Group engages in activities using derivatives related to fuel oil prices; these activities are not
formally designated as hedges, and, as such, are accounted for as financial instruments held-for-trading.

Derivatives are initially measured at cost including associated transaction costs. Subsequently, these
instruments are remeasured to their fair value.

Commodity derivative contracts are marked-to-market at each balance sheet date, and any changes
in their fair values are included in gains or losses on derivative financial instruments.

Convertible bonds

Convertible bonds are regarded as liabilities until conversion actually occurs. The finance cost,
including the premium payable upon the final redemption of the convertible bonds, is recognised in the
income statement so as to produce a constant periodic rate of charge on the remaining balance of the
convertible bonds for each accounting period.

Guaranteed senior notes
Guaranteed senior notes are recorded at the proceeds received, net of direct issue costs. The direct
cost incurred in connection with the issue of guaranteed senior notes are deferred and amortised on a

straight line basis over the lives of the guaranteed senior notes from the date of issue to the final maturity
date.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets are capitalised as part of the cost of those assets. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale. Capitalisation of borrowing costs
ceases when the assets are substantially ready for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in which they are incurred.

Taxation

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

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

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

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

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is charged or credited to the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity.
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Operating leases

Rental payable under operating leases are charged to income statement on a straight line basis over

the terms of the respective leases.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are re-translated at the rates ruling on the
balance sheet date. Gains and losses arising on exchange are included in net profit or loss for the year.

On consolidation, the assets and liabilities of the Group’s overseas operations are translated at
exchange rates ruling on the balance sheet date. Income and expense items are translated at the average
exchange rates for the year. Exchange differences arising, if any, are classified as equity and transferred to
the Group’s translation reserve. Such translation differences are recognised as income or as expense in the

period in which the operation is disposed of.
Retirement benefits costs

Payments to the Group’s defined contribution retirement benefit scheme, state-sponsored retirement
plans and Mandatory Provident Fund Scheme (“MPF Scheme”) are charged as expenses as they fall due.

5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(A) Business segments
For management purposes, the Group is currently organised into four operating divisions, namely

property development, gas fuel business, electricity supplies and others. These divisions are the basis on
which the Group reports its primary segment information. Principal activities are as follows:

Property development — sales of completed properties/development properties

Gas fuel business — wholesaling and retailing of gas fuel and the construction of gas
pipelines

Electricity supplies — sales of electricity

Others — property management services

Segment information about these businesses is presented below.
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For the year ended 31 December 2004

Property Gas fuel  Electricity
development business supplies Others Eliminations Consolidated
HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$’000
TURNOVER
External sales 478,277 1,800,253 99,857 28,001 - 2,406,388
Inter-segment sales - - - 1,684 (1,684) -
478,271 1,800,253 99,857 29,685 (1,684) 2,406,388
RESULT
Segment result 109,828 355,331 15,395 4,974 - 485,528
Other operating income 33,566
Unallocated corporate expenses (89,973)
Profit from operations 429,121
Finance costs (34,721)
Gain on disposal of subsidiaries 3,898 86,807 - - - 90,705
Loss on deemed disposal arising from
dilution of interest in a subsidiary - (3,266) - - - (3,266)
Loss on deemed disposal arising from
dilution of interest in an associate - - (432) - - (432)
Share of results of associates - 83 26,399 - - 26,482
Amortisation of goodwill of associates - (118) (2,497) - - (2,615)
Profit before taxation 505,274
Taxation (39,385)
Profit before minority interests 465,889
Minority interests (151,412)

Net profit for the year

Inter-segment sales are charged at prevailing market prices.
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At 31 December 2004

Property Gas fuel  Electricity
development business supplies Others Consolidated
HKS$°000 HKS$°000 HKS$°000 HK$°000 HKS$°000

ASSETS

Segment assets 2,222,659 2,114,241 1,704,461 9,266 6,050,627
Interests in associates - 70,677 - - 70,677
Unallocated corporate assets 3,370,759
Consolidated total assets 9,492,063
LIABILITIES

Segment liabilities 384,425 155,519 133,686 6,702 680,332
Borrowings 1,125,612 1,950,424 1,305,665 - 4,381,701
Unallocated corporate liabilities 111,715
Consolidated total liabilities 5,173,748

OTHER INFORMATION

Capital additions 13,162 489,180 1,264,379 1,795 1,768,516
Intangible asset additions - 8,951 151,705 - 160,656
Depreciation and amortisation 9,132 40,424 6,942 362 56,978
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For the year ended 31 December 2003

Property Gas fuel  Electricity
development business supplies Others Eliminations Consolidated
HKS$’000 HKS$’000 HK$°000 HK$°000 HKS$'000 HKS$'000
TURNOVER
External sales 330,979 1,457,632 - 26,745 - 1,815,356
Inter-segment sales - - - 9,542 (9,542) -
330,979 1,457,632 - 36,287 (9,542) 1,815,356
RESULT
Segment result 26,625 291,848 - 5,549 - 324,022
Other operating income 25,511
Unallocated corporate expenses (43,616)
Profit from operations 305,917
Finance costs (10,630)
Gain on disposal of subsidiaries (94) 306,598 - (12,687) - 293,817
Release of deferred gain on disposal of
a subsidiary - - 77,000 - - 77,000
Gain on disposal of associates - - 133,209 - - 133,209
Gain on partial disposal of an associate - - 2,677 - - 2,677
Amortisation of goodwill of an associate - - (2,724) - - (2,724)
Share of results of associates - - 5,981 - - 5,981
Profit before taxation 805,247
Taxation (48,654)
Profit before minority interests 756,593
Minority interests (126,658)

Net profit for the year

Inter-segment sales are charged at prevailing market prices.
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At 31 December 2003

Property
development
HK$'000
ASSETS
Segment assets 1,993,050
Interest in associates -
Unallocated corporate assets
Consolidated total assets
LIABILITIES
Segment liabilities 166,766
Borrowings 823,621

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital additions 15,478
Intangible asset additions -
Depreciation and amortisation 12,071

Gas fuel
business
HKS$°000

2,103,802

151,185
411,090

273,359
10,035
23,142

Electricity
supplies
HKS$°000

184,552

2,724

Others Consolidated

HKS$’000

92,762

5,820

59

409

HK$’000

4,189,614
184,552

317,430

4,691,596

323,771
1,234,711

71,820

1,630,302

288,896
10,035
38,346

(B) Geographical segments

As over 90% of the consolidated turnover, trading results and assets for the year is derived from, or

located in, the PRC, an analysis of the consolidated turnover, trading results and assets by geographical

location is not presented.

6. OTHER OPERATING INCOME

Interest income

Dividend income

Gain on disposal of property, plant and equipment
Net exchange gain

Release of negative goodwill

Rental income

Unrealised holding gain on commodity derivatives
Unrealised holding gain on investments in securities
Sundry

_4] -

2004
HK$’000

16,461
123
2,249
2,479
3,722
907
754
6,871

33,566

2003
HK$’000

13,372
647
1,162
2,244
2,608

5,478

25,511
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7. PROFIT FROM OPERATIONS

2004 2003
HK$’000 HK$’000

Profit from operations has been arrived at after charging:
Amortisation of goodwill (included under administrative

expenses) 1,475 1,216
Amortisation of intangible asset (included under

administrative expenses) 502 373
Auditors’ remuneration 2,380 2,345
Cost of inventories recognised as an expense 1,349,689 1,023,290
Depreciation and amortisation of property, plant and equipment 52,386 34,033
Impairment loss recognised in respect of investments

in securities (included under other operating expenses) 25,000 -
Loss on disposal of property, plant and equipment - 10,033
Operating lease rentals in respect of land and buildings 8,211 9,543
Realised holding loss on investments in securities - 2,307
Staff costs including directors’ remuneration 97,086 82,863
Unrealised holding loss on investments in securities — 36

8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
2004 2003
HKS$’000 HK$’000

Directors’ emoluments:

Fees 269 300

Other directors’ emoluments
Salaries and other emoluments benefits 9,709 8,303
Discretionary bonuses - 900
Contributions to retirement benefits scheme 104 125
10,082 9,628

The amounts disclosed above include directors’ fees of HK$269,000 (2003: HK$300,000) payable to
independent non-executive directors. No other emoluments were payable to independent non-executive directors.

The emoluments of the directors were within the following bands:

Number of individuals

2004 2003
Nil - HK$1,000,000 4
HK$1,000,001 — HK$1,500,000 1 1
HK$1,500,001 — HK$2,000,000 - 1
HK$2,000,001 — HK$2,500,000 1
HK$4,000,001 — HK$4,500,000 1 1
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Employees’ emoluments:

Of the five individuals with the highest emoluments in the Group, four (2003: four) were directors of the
Company whose emoluments are included in the disclosures above. The emoluments of the remaining individual
were as follows:

2004 2003
HKS$’000 HK$’000
Salaries and other benefits 724 707
Contributions to retirement benefits scheme 23 19
747 726
9. FINANCE COSTS
2004 2003
HKS$’000 HK$’000
Interest on
Bank and other borrowings wholly repayable within five years 58,547 37,790
Bank and other borrowings not wholly repayable within
five years 36,967 5,892
Amortisation of premium payable on redemption of
convertible bonds 6,972 -
Amortisation of direct issuance costs of guaranteed
senior notes 1,270 -
103,756 43,682
Net interest receivable on interest rate swaps (26,239) -
77,517 43,682
Less: Amount capitalised to properties under
development for sale (41,438) (33,327)
Amount capitalised to construction in progress (1,594) -
34,485 10,355
Bank charges 236 275
34,721 10,630

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by
applying a capitalisation rate of 4.2% (2003: 4.8%) to expenditure on qualifying assets.
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10. GAIN ON DISPOSAL OF SUBSIDIARIES

2004 2003

HK$’000 HK$’000

(Restated)

Gain on partial disposal of interests in subsidiaries 87,181 307,386
Gain (loss) on disposal of subsidiaries 3,524 (13,569)
90,705 293,817

11. TAXATION

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in, nor derived

from, Hong Kong.
The tax rate applicable for all other PRC subsidiaries ranges from 15% to 33%.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s PRC subsidiaries are
entitled to exemption from PRC enterprise income tax for the first two years commencing from their first profit-
making year of operation and thereafter, these PRC subsidiaries will be entitled to a 50% relief from PRC enterprise
income tax for the following three years. The reduced tax rate for the relief period ranges from 12% to 16.5%. PRC
enterprise income tax for the year has been provided for after taking these tax incentives into account.

The charge for the year can be reconciled to the profit in the consolidated income statement as follows:

2004 2003
HK$’000 HK$’000
(Restated)

Profit before taxation (excluding share of results
of associates) 478,792 799,266
Tax at the applicable tax rate of 33% (2003: 33%) 158,001 263,758
Tax effect of tax losses not recognised 1,975 5,392
Tax effect of expenses not deductible for tax purpose 23,246 11,318

Tax effect of income that is exempted from PRC enterprise

income tax and other regions outside Hong Kong in

determining taxable profit (105,834) (183,707)
Effect of different tax rates of subsidiaries entitled to

a 50% reduction in PRC enterprise income tax rates

and operating in different provinces (38,003) (51,1006)
39,385 45,655

Share taxation of an associate - 2,999
Taxation for the year 39,385 48,654
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At the balance sheet date, the Group has estimated unused tax losses of HK$49,559,000 (2003:
HK$43,304,000) available for offset against future profits. No deferred tax asset has been recognised due to the

unpredictability of future profit streams. Such unrecognised tax losses will be carried forward for five years from

date of origination.

12.

DIVIDENDS

Ordinary shares:

Interim, paid — HK$0.015 (2003: HK$0.03) per share
Final, proposed — HK$0.03 (2003: HK$0.03) per share

2004 2003
HK$’000 HK$’000
34,781 57,276
70,353 57,460
105,134 114,736

The final dividend of HK$0.03 per share (2003: HK$0.03 per share and a bonus issue of shares on the basis
of two bonus shares for every ten existing shares held by shareholders) has been proposed by the directors and is

subject to approval by the shareholders in general meeting.

13.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

Earnings for the purposes of basic earnings per share

Effect of dilutive potential shares:
Interest on convertible note
Adjustment to the share of results of subsidiaries
based on dilution of their earnings per share

Earnings for the purposes of diluted earnings per share

Weighted average number of shares for the purposes
of basic earnings per share

Effect of dilutive potential ordinary shares:
Options

Convertible note

Weighted average number of shares for the purposes
of diluted earnings per share
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2004 2003
HK$’000 HK$’000
(Restated)
314,477 629,935
- 489
(14,560) -
299,917 630,424

Number of shares
2,310,631,000 2,238,058,000
18,909,000 4,959,000
- 46,277,000
2,329,540,000 2,289,294,000
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The weighted average number of shares for the purposes of basic and diluted earnings per share for 2003,
and the comparative figures of basic and diluted earnings per share have been restated to take into account the
effect of the two-for-ten bonus issue of shares during the year ended 31 December 2004.

The computation of diluted earnings per share in 2003 did not assume the exercise of the Company’s
outstanding share warrants as the exercise price of those warrants is higher than the average market price for the
Company’s shares for 2003.

The computation of diluted earnings per share in 2003 did not assume the conversion of the outstanding
convertible bonds issued by Panva Gas as the conversion of those convertible bonds is anti-dilutive.

The adjustment to comparative basic and diluted earnings per share arising from the prior period adjustments
is as follows:

Basic Diluted
HK cents HK cents

Reconciliation of 2003 earnings per share:
Reported figures before adjustments 41.72 40.81
Prior period adjustments (7.94) (7.76)
33.78 33.05
Effect of the two-for-ten bonus issue of shares (5.63) (5.51)
Restated 28.15 27.54
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14. PROPERTY, PLANT AND EQUIPMENT

Medium term Furniture,
leasehold land fixtures Plant
and buildings Construction and Gas Motor and
in the PRC  in progress  equipment pipelines vehicles  machinery Total
HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$’000
THE GROUP
COST OR VALUATION
At 1 January 2004 147,093 54,053 42,429 346,481 34,957 155,032 780,045
On acquisition of subsidiaries 132,306 70,741 2,455 173,854 3,338 896,855 1,279,549
Additions 9,957 460,161 9,261 - 7,341 2,247 488,967
Disposals (10,443) - (1,046) (629) (3,509) (1,040) (16,667)
On disposal of subsidiaries - - (27) - (90) (139) (256)
Transfer 530 (301,358) (31) 300,714 - 145 -
At 31 December 2004 279,443 283,597 53,041 820,420 42,037 1,053,100 2,531,638
Comprising:
At cost - 283,597 53,041 820,420 42,037 1,053,100 2,252,195
At valuation - 2004 279,443 - - - - - 279,443
279,443 283,597 53,041 820,420 42,037 1,053,100 2,531,638
DEPRECIATION AND
AMORTISATION
At 1 January 2004 23,973 - 24,334 11,903 14,774 36,658 111,642
Provided for the year 7,901 - 6,296 20,371 4,711 13,107 52,386
Eliminated on disposals (2,806) - (665) 5) (2,693) (368) (6,537)
Eliminated on disposal of
subsidiaries - - (8) - (60) (39) (107)
At 31 December 2004 29,068 - 29,957 32,269 16,732 49,358 157,384
NET BOOK VALUES
At 31 December 2004 250,375 283,597 23,084 788,151 25,305 1,003,742 2,374,254
At 31 December 2003 123,120 54,053 18,095 334,578 20,183 118,374 668,403

Certain of the Group’s leasehold land and buildings in the PRC were valued at 31 January 2001 by Messrs.

DTZ Debenham Tie Leung Limited, Chartered Surveyors, on an open market value basis. Messrs. DTZ Debenham

Tie Leung Limited are not connected with the Group.

No professional valuation of the leasehold land and buildings was carried out at 31 December 2004 as, in

the opinion of the directors, the carrying value of the leasehold land and buildings was not materially different

from the open market value at 31 January 2001.
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If the leasehold land and buildings had not been revalued, they would have been included in these financial

statements at historical cost less accumulated depreciation and amortisation of HK$246,776,000 (2003:
HK$117,782,000).

15.

THE COMPANY
COST

At 1 January 2004
Additions

At 31 December 2004
DEPRECIATION

At 1 January 2004
Provided for the year

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

INTANGIBLE ASSET

COST
At 1 January 2004 and at 31 December 2004

AMORTISATION
At 1 January 2004
Provide for the year

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

Furniture,
fixtures and
equipment
HK$°000

965
1,795

2,760

731
363

1,094

1,666

234

THE GROUP
Exclusive operating
right for city
pipeline network
HK$°000

10,035

373
502

875

9,160

9,662

The Group’s exclusive operating right for city pipeline network is amortised on a straight line basis over its

estimated useful life of twenty years.
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16.

GOODWILL

COST
At 1 January 2004
— as previously reported
— prior period adjustments (note 3)

— as restated
Arising on acquisition of subsidiaries
Eliminated on partial disposal of interest in a subsidiary

At 31 December 2004

AMORTISATION

At 1 January 2004

Provided for the year

Eliminated on partial disposal of interest in a subsidiary

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

THE GROUP
HK$’000

87,627
(63,108)

24,519
160,656
(634)

184,541

3,076
1,475
(130)

4,421

180,120

21,443

The goodwill, which arose from acquisition of subsidiaries, is amortised on a straight line basis over its

estimated useful life of twenty years.
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17.

NEGATIVE GOODWILL

GROSS AMOUNT
At 1 January 2004
Arising on acquisition of subsidiaries

Arising on acquisition of additional interest in a subsidiary

At 31 December 2004

RELEASED TO INCOME
At 1 January 2004

Released during the year

At 31 December 2004

CARRYING AMOUNT
At 31 December 2004

At 31 December 2003

THE GROUP
HK$’000

18,569
22,646
321

41,536

547

864

1,411

40,125

18,022

The negative goodwill is released to income on a straight line basis over thirty years, being the remaining

weighted average useful life of the depreciable assets acquired.

18.

INTERESTS IN SUBSIDIARIES

Listed shares, at cost

Unlisted shares, at cost

Amounts due from subsidiaries

Market value of listed shares

THE COMPANY

2004
HKS$’000

398,716
670,174

1,068,890
463,570

1,532,460

354,571

2003
HK$’000
670,174

670,174
235,323

905,497

The amounts due from subsidiaries are unsecured, interest-free and have no fixed repayment terms. In the

opinion of the directors, the amounts are unlikely to be repaid to the Company within one year and are therefore

shown in the balance sheet as non-current.

Particulars of the Company’s principal subsidiaries at 31 December 2004 are set out in note 42.
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19. INTERESTS IN ASSOCIATES

THE GROUP THE COMPANY
2004 2003 2004 2003
HK$°000 HK$’000 HK$’000 HK$’000
Listed shares, at cost - - - 246,591
Share of net assets 35,377 156,421 - -
Goodwill on acquisition of an
associate (Note) 35,300 49,942 - -
Negative goodwill on acquisition of
an associate (Note) - (21,811) - -
70,677 184,552 — 246,591

The market value of the listed associate attributable to the Group as at 31 December 2003 amounted to
HK$138,801,000.

Details of the Group’s principal associate as at 31 December 2004 are as follows:

Percentage of

Place of equity interest
establishment attributable
Name of associate and operation to the Group Principal activities
Foshan the Panva Gas Group PRC - 45% Provision of liquefied
Ltd. Sino-foreign petroleum gas (“LP
equity joint Gas”) and related
venture services and gas pipeline

construction
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Note:

Details of movements of goodwill and negative goodwill on acquisition of associates are as follows:

COST

At 1 January 2004

Arising from acquisition of an associate
Transfer

At 31 December 2004

AMORTISATION/RELEASED TO INCOME

At 1 January 2004
Provided for/released during the year
Transfer

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

Goodwill
HK$’000

54,482
35,418

(54,482)

35,418

4,540
2,615
(7,037)

118

35,300

49,942

Negative
goodwill
HK$’000

(22,759)
(17,173)
39,932

948
1,615
(2,563)

(21,811)

The goodwill is amortised on a straight line basis over its estimated useful economic life of twenty years.

The negative goodwill is released to income on a straight line basis of twenty years, being the remaining weighted

average useful life of the depreciable assets acquired.
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20. INVESTMENTS IN SECURITIES

THE GROUP THE COMPANY
2004 2003 2004 2003
HK$°000 HK$’000 HK$’000 HK$°000
Unlisted debt securities - 50,000 - 50,000
Investment securities
Unlisted shares, at cost 169,613 82,906 - -
Club debentures, at cost 1,486 1,011 - -
171,099 83,917 - -
Less: Impairment loss recognised (25,000) - - -
146,099 83,917 - -
Other investments, at market value
Listed shares 6,590 126 - -
Managed funds 42,986 - - -
49,576 126 - -
195,675 134,043 - -
Carrying amount analysed for
reporting purposes
Non-current 146,099 83,917 — —
Current 49,576 50,126 - 50,000
195,675 134,043 — 50,000

During the year, the directors reviewed the carrying amounts of investments in securities and identified that
they were impaired. Accordingly, impairment loss of HK$25,000,000 was recognised in the financial statements to
write down the carrying amount of the investment with reference to the recent share subscription transactions of
the investee company.
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21. STOCK OF PROPERTIES

THE GROUP

2004 2003
HK$’000 HK$’000

Properties under development for sale
Cost plus attributable profits less foreseeable losses 2,383,939 1,478,668
Less: Sales proceeds received (375,587) -
2,008,352 1,478,668
Stock of unsold properties 74,263 161,326
2,082,615 1,639,994

Stock of properties were stated at cost. Included in the stock of properties is interest capitalised of
HK$150,354,000 (2003: HK$119,132,000).

22. INVENTORIES

THE GROUP
2004 2003
HK$’000 HK$’000
Gas fuel 14,430 23,442
Fuel oil 62,367 -

Consumable stores 25,305 12,975

102,102 36,417

All inventories were stated at cost.
23. TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing average credit terms ranging from 0 to 180 days to its customers.
Included in trade and other receivables are trade receivables of HK$306,885,000 (2003: HK$193,176,000), the
aged analysis of which is as follows:

THE GROUP
2004 2003
HK$’000 HK$°000
Aged:

g0 to 90 days 303,752 136,789
91 to 180 days 841 47,109
181 to 360 days 1,798 3,743
over 360 days 494 5,535

306,885 193,176
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24. AMOUNTS DUE FROM/TO MINORITY SHAREHOLDERS
The amounts are unsecured, interest free and are repayable on demand.
25. TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables of HK$105,381,000 (2003: HK$126,235,000), the

aged analysis of which is as follows:

THE GROUP
2004 2003
HK$’000 HK$’000
Aged:
0 to 90 days 74,595 108,256
91 to 180 days 6,482 2,203
181 to 360 days 9,258 1,836
over 360 days 15,046 13,940
105,381 126,235
26. AMOUNTS DUE TO SUBSIDIARIES
The amounts are unsecured, interest free and are repayable on demand.
27. BORROWINGS
THE GROUP
2004 2003
HK$’000 HK$’000
Bank loans
— secured 598,485 219,953
— unsecured 1,666,410 516,770
Other loans — unsecured 150,608 972
Exchangeable note (Note a) 62,500 125,000
Convertible bonds (Note b) 378,988 372,016
Guaranteed senior notes (Note c) 1,524,710 -
4,381,701 1,234,711
The maturity of the above borrowings is as follows:
On demand or within one year 811,559 669,056
More than one year but not exceeding two years 975,392 191,020
More than two years but not exceeding five years 1,029,722 374,635
More than five years 1,565,028 -
4,381,701 1,234,711
Less: Amount due within one year shown under
current liabilities (811,559) (669,056)
Amount due after one year 3,570,142 565,655
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28.

Notes:

(a) The amount in 2003 represented HK$125,000,000 exchangeable note exchangeable into shares of
Panva Gas issued by a subsidiary of the Company. During the year, a principal amount of
HK$62,500,000 of the exchangeable note was repaid upon maturity and the remaining principal
amount of HK$62,500,000 was replaced by the issuance of another new HK$62,500,000 exchangeable
note with maturity on 30 October 2006. The new exchangeable note will be exchangeable into
shares of Panva Gas from the date of issue up to the second anniversary of the date of issue on 30
October 2006. Interest is payable at 2% per annum.

(b) The convertible bonds were issued on 23 April 2003 by a subsidiary of the Company. The bonds are
convertible into shares of Panva Gas on or after 7 June 2004 and up to 9 April 2008. The outstanding
unconverted principal amount of the bonds will be redeemed on 23 April 2008 at 108.119%. Interest
is payable at 2% per annum.

(c) The Group issued US$200,000,000 8.25% guaranteed senior notes due 2011 (the “Guaranteed
Senior Notes”) on 23 September 2004. The Guaranteed Senior Notes are listed on the Singapore
Exchange Securities Trading Limited. The Guaranteed Senior Notes bear interest at 8.25% per
annum, payable semi-annually in arrears. At any time prior to 23 September 2007, the Group may
redeem up to 35% of the principal amount of the Guaranteed Senior Notes at a redemption price of
108.25% of the principal amount of the Guaranteed Senior Notes, plus accrued and unpaid interest,
if any, to the redemption date.

THE GROUP
2004 2003
HK$’000 HK$’000
Guaranteed Senior Notes 1,559,000 -
Less: Direct issuance costs (Note 28) (34,290) -
1,524,710 —
(d) The bank and other loans carry interest at the prevailing market rates.
DIRECT ISSUANCE COSTS OF GUARANTEED SENIOR NOTES
THE GROUP
2004 2003
HK$’000 HK$’000
Direct issuance costs incurred during the year 35,560 -
Less: Amortisation for the year (1,270) -
Balance at end of the year 34,290 —

The amount represents direct issuance costs incurred in relation to the Guaranteed Senior Notes as explained

in note 27, as reduced by subsequent amortisation. The direct issuance costs are amortised on a straight line basis

over the lives of the Guaranteed Senior Notes from the date of issue to their final maturity date.
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29.

SHARE CAPITAL

Number of shares Amount
HK3$°000
Shares of HK$0.10 each
Authorised.:
At 1 January 2003, 31 December 2003
and 31 December 2004 4,800,000,000 480,000
Issued and fully paid:
At 1 January 2003 1,849,437,000 184,944
Issue of shares on conversion of convertible note 51,000,000 5,100
Issue of shares on the exercise of share options 10,571,000 1,057
Issue of shares on the exercise of warrants 27,200 3
At 31 December 2003 1,911,035,200 191,104
Bonus issue of shares 383,067,040 38,306
Issue of shares on the exercise of share options 39,350,000 3,935
At 31 December 2004 2,333,452,240 233,345

Changes in share capital of the Company during the year ended 31 December 2003 are as follows:

(a) On 26 March 2003, a convertible note of HK$40,800,000 was converted into 51,000,000 shares of
HKS$0.10 each in the Company at the price of HK$0.80.

(b) During the year, the Company allotted and issued a total of 7,051,000, 3,300,000 and 220,000
shares of HK$0.10 each for cash at the exercise prices of HK$0.33, HK$0.41 and HK$0.50 per
share respectively as a result of the exercise of share options.

(c) The Company allotted and issued a total of 27,200 shares of HK$0.10 each for cash at the subscription
price of HK$1.00 per share as a result of the exercise of warrants.

All shares issued in 2003 rank pari passu in all respects with the then existing shares in issue.
Changes in the share capital of the Company during the current year are as follows:

(d) Pursuant to an ordinary resolution passed in the annual general meeting of the Company held on 25
May 2004, a bonus issue of shares on the basis of two bonus shares for every ten existing shares
then held by shareholders on 24 May 2004 was approved. As a result of the bonus issue of shares,
the Company allotted and issued 383,067,040 new shares of HK$0.10 each, credited as fully paid at
par, by the capitalisation of HK$38,306,704 from the share premium account.

(e) During the year and prior to the bonus issue of shares as explained above, as a result of the exercise
of share options, the Company allotted and issued a total of 4,300,000 shares of HK$0.10 each for
cash at the exercise prices of HK$0.67 per share. Subsequent to the two-for-ten bonus issue of
shares and until 31 December 2004, the Company further allotted and issued a total of 660,000,
29,960,000 and 4,430,000 shares of HK$0.10 each for cash at the exercise prices of HK$0.28,
HK$0.56 and HK$0.76 per share respectively.
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issue.

30.

Save for the 383,067,040 new shares issued pursuant to the bonus issue of shares (referred to in (d) above),
which did not rank for and not be entitled to the final dividend for the year ended 31 December 2003 of the
Company, all shares issued in (d) and (e) above rank pari passu in all respects with the then existing shares in

RESERVES

THE GROUP

At 1 January 2003

Exchange differences
arising on translation
of financial statements
of overseas operations

Premium arising on issue
of shares

Addition during the year

Realised on disposal of
subsidiaries

Realised on partial disposal
of a subsidiary

Realised on disposal of
an associate

Transfer

Net profit for the year

Dividend

At 31 December 2003
- as restated

At 31 December 2003
- as previously reported
- prior period adjustments
(note 3)

- as restated

Exchange differences
arising on translation
of financial statements
of overseas operations

Premium arising on issue
of shares

Capitalisation of share
premium for the bonus
issue of shares

Realised on partial disposal
of interests in subsidiaries

Transfer

Net profit for the year

Dividends

At 31 December 2004

Asset
Share  revaluation  Translation Goodwill General Capital ~ Contributed Accumulated

premium reserve reserve reserve reserves reserve surplus profits Total
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS'000 HKS$'000 HK$000 HKS$000 HK$000
332,402 8,851 (6,215) 2,591 60,031 781 367,782 628,049 1,394,272
- - (724) - - - - - (724)
38,457 - - - - - - - 38,457
- - 122 - 483 - - - 603
- (64) (19) - (75) Ry - - (126)
- (335) 87 41 (295) (152) - - (654)
- (5,323) (309) - (3,165) (58) - - (8,859)

_ - - - 958 - - (938) -

- - - - - - - 629,935 629,935
- - - - - - - (57,276) (57,276)
370,859 3,129 (7,058) 2,632 57,937 603 367,782 1,199,750 1,995,634
370,859 2470 (6,885) 2,672 57,354 454 367,782 1347865 2,142,571
- 659 (173) (40) 583 149 - (148,115) (146,937)
370,859 3,129 (7,038) 2,632 57,937 603 367,782 1,199,750 1,995,634
- - (2,017) - - - - - (2,017)
19,275 - - - - - - - 19,075
(38,306) - - - - - - - (38,306)
- (243) 01 - (219) (57) - - (297)

- - - - 8,456 - - (8,456) -

- - - - - - - 314477 314477

_ - - - - - - (92,241) (92,241
351,828 2,881 (8,848) 2,632 66,174 546 367,782 1413530 2,196,525
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Share Contributed Accumulated

premium surplus profits Total
HK$’000 HK$’000 HK$’000 HK$°000
THE COMPANY
At 1 January 2003 332,402 572,173 59,234 963,809
Premium arising on issue of shares 38,457 - - 38,457
Net profit for the year - - 46,024 46,024
Dividends - - (57,276) (57,276)
At 31 December 2003 370,859 572,173 47,982 991,014
Premium arising on issue of shares 19,275 - - 19,275
Capitalisation of share premium for
the bonus issue of shares (38,306) - - (38,306)
Net profit for the year - - 52,471 52,471
Dividends - - (92,241) (92,241)
At 31 December 2004 351,828 572,173 8,212 932,213

Included in the above are the Group’s share of post-acquisition profits of its associates at 31 December
2004 amounted to HK$83,000 (share of post-acquisition losses of 2003: HK$24,996,000)

The contributed surplus of the Group represents the difference between the nominal value of the shares of
the acquired subsidiaries and the nominal value of the Company’s shares issued for the acquisition at the time of
the group reorganisation prior to the listing of the Company’s shares in 1998.

The contributed surplus of the Company represents the differences between the consolidated shareholders’
funds of the subsidiaries at the date at which they were acquired by the Company, and the nominal amount of the
Company’s shares issued for the acquisition at the time of the group reorganisation prior to the listing of the
Company’s shares in 1998.

The general reserves represent the Enterprise Expansion Fund and General Reserve Fund set aside by
certain subsidiaries in accordance with the relevant laws and regulations of the PRC, which are not available for
distribution.

The capital reserve represents the contribution from the minority shareholders of the subsidiaries waived.

Under the Companies Act 1981 of Bermuda, the contributed surplus account of the Company is available
for distribution. However, the Company cannot declare or pay a dividend, or make a distribution out of contributed

surplus if:
(a) it is, or would after the payment be, unable to pay its liabilities as they become due; or
(b) the realisable value of its assets would thereby be less than the aggregate of its liabilities and its

issued share capital and share premium accounts.

In the opinion of the directors, the Company’s reserves available for distribution to shareholders are as

follows:
2004 2003
HK$’000 HK3$’000
Contributed surplus 572,173 572,173
Accumulated profits 8,212 47,982
580,385 620,155
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31. ACQUISITION OF SUBSIDIARIES

During the year, the Group increased its shareholding in Enerchina Holdings Limited (“Enerchina”) from
37.1% to 50.1% by acquiring additional 13.0% of the total issued share capital of Enerchina from four independent
parties. Following the acquisition, Enerchina became a subsidiary of the Company. In addition, the Group acquired
100% registered capital of Cangxi Panva Gas Co., Ltd., Daiyi Panva Gas Co., Ltd., and Zhongjiang Panva Gas Co.,
Ltd.. The Group also acquired 90% of the registered capital of Yuechi Panva Gas Co., Ltd.. These acquisitions have
been accounted for by the acquisition method of accounting. The aggregate amount of goodwill and negative
goodwill arising as a result of the acquisitions was HK$160,656,000 and HK$22,646,000 respectively.

2004 2003
HK$’000 HK$°000
Net assets acquired:
Property, plant and equipment 1,279,549 82,854
Investments in securities 146,946 2,010
Inventories 80,489 2,092
Trade and other receivables 477,519 24,476
Amounts due from minority shareholders 28,064 -
Pledged bank deposits 72,467 -
Bank balances and cash 908,296 543
Trade and other payables (321,714) (2,077)
Amounts due to minority shareholders (13,719) (51,634)
Borrowings (1,295,722) (30,580)
Minority interests (772,727) (1,273)
589,448 26,411
Goodwill 160,656 -
Negative goodwill (22,646) (6,954)
727,458 19,457
Satisfied by:
Cash paid 272,704 15,716
Interest in an associate 438,259 -
Amounts due to minority shareholders 16,495 3,741
727,458 19,457
Net cash inflow (outflow) arising on acquisition:
Cash consideration (272,704) (15,716)
Bank balances and cash acquired 908,296 543
Net inflow (outflow) of cash and cash equivalents
in respect of acquisition of subsidiaries 635,592 (15,173)

The subsidiaries acquired during the year contributed HK$291,203,000 (2003: HK$79,027,000) to the
Group’s turnover and HK$141,025,000 (2003: HK$63,966,000) to the Group’s profit from operations.
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32.

DISPOSAL OF SUBSIDIARIES

Net assets disposed of:

Property, plant and equipment
Stock of unsold properties
Inventories

Trade and other receivables
Investments in securities
Bank balances and cash
Trade and other payables
Minority interests

Realisation of reserves on disposal:

Asset revaluation reserve
Translation reserve
General reserves

Capital reserve

Gain (loss) on disposal

Total consideration

Satisfied by:

Cash consideration

Net cash inflow arising on disposal:

Cash received
Bank balance and cash disposed of

Net inflow of cash and cash equivalents in respect of

disposal of subsidiaries
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2004
HKS$’000

149

48,663

37

202

126
(69)
Gh

49,077

49,077
3,524

52,601

52,601

52,601
(126)

52,475

2003
HK$’000

1,847
772
10,772
18,073
21
(2,749)
(178)

28,558

(64)

(19)

(75)
32

28,432

(13,569)

14,863

14,863

14,863
(21

14,842
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33. MAJOR NON-CASH TRANSACTIONS

(a) Part of the consideration for the acquisition of subsidiaries that occurred during the year comprised
interest in an associate and amounts due to minority shareholders of HK$438,259,000 and
HK$16,495,000 respectively.

(b) During the year, 383,067,040 bonus shares were issued by the capitalisation of HK$38,306,000 to
the share premium account.

(c) On 26 March 2003, convertible note of HK$40,800,000 was converted into 51,000,000 shares of
HKS$0.10 each in the Company. The new shares issued rank pari passu with the existing shares in all
aspects.

34. RELATED PARTY TRANSACTIONS

During the year, the following related party transactions took place:

2004 2003
HK$’000 HK$’000
Skillful Assets Limited
— Rental paid thereto 996 996
Enerchina
— Interest received therefrom 152 4,456
— Office expenses received therefrom 855 788

Skillful Assets Limited is a company controlled by Mr. Ou Yaping, director of the Company.
The above transactions were carried out at terms mutually agreed with the related parties.
3s. SHARE OPTION SCHEMES

The Company’s share option schemes were adopted pursuant to the resolutions passed on 11 May 1998 (the
“Sinolink Old Scheme”) and on 24 May 2002 (the “Sinolink New Scheme”) for providing incentives to directors
and eligible employee and unless otherwise cancelled or amended. The Sinolink New Scheme will expire on 23
May 2012. The Sinolink Old Scheme was terminated on 24 May 2002. Under the Sinolink Old Scheme and the
Sinolink New Scheme, the Board of Directors of the Company may grant options to eligible employees, including
executive directors of the Company, any of its subsidiaries, to subscribe for shares in the Company.
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Movements of the Company’s share options held by employees (including directors) during the year were

as follows:
Number of share options
Exercised Adjustment Exercised
Outstanding Granted during the year asaresult during the year Lapsed  Outstanding
at beginning during  prior to bonus  of the bonus after the bonus during at end
Option type of year the year issue of shares issue of shares issue of shares the year of year
For the year ended
31 December 2004 35,150,000 25,400,000 (4,300,000) 11,250,000 (35,050,000) (1,200,000) 31,250,000
For the year ended
31 December 2003 48,371,000 - - - (10,571,000) (2,650,000) 35,150,000

Details of share options held by the Company’s directors included in the above table are as follows:

Number of share options

Exercised Adjustment Exercised

Outstanding Granted during the year asaresult during the year Lapsed  Outstanding

at beginning during  prior to bonus  of the bonus after the bonus during at end

Option type of year the year issue of shares issue of shares issue of shares the year of year
For the year ended

31 December 2004 27,800,000 - - 5,560,000 (26,960,000) - 6,400,000
For the year ended

31 December 2003 33,850,000 - - - (6,050,000) - 27,800,000

Details of share options granted during the year are as follows:

2004 2003
Exercise period 01.06.2004 to 31.05.2008 -
Exercise price* HK$0.76 -
Aggregate proceeds if shares are issued HK$19,304,000 -
Details of share options exercised during the year are as follows:

2004 2003
Exercise period 01.06.2004 to 31.05.2008 01.01.2004 to 01.06.2006
Exercise price* HK$0.28 to HK$0.76 HKS$0.33 to HK$0.50
Aggregate issue proceeds HK$23,210,000 HK$3,790,000
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As at 31 December 2004, details of options are as follows:

Exercise Exercise
price before  price after

Exercise period adjustment adjustment* 2004 2003

“in the money” 03.04.2002 to 03.04.2005 HK$0.33 to  HK$0.28 to - 20,700,000
HK$0.67 HK$0.56

01.09.2002 to 01.12.2005 HK$0.67 HK$0.56 6,400,000 14,450,000

01.06.2004 to 31.05.2008 HK$0.91 HK$0.76 24,850,000 -

31,250,000 35,150,000

* The exercise price of share option was adjusted to take into amount the effect of the two-for-ten
bonus issue of shares during the year.

When the share options are exercised and new shares are issued, the share capital is increased by the
nominal value of the new shares issued and the share premium account is increased by the remainder of the
proceeds. HK$34 is recognised in the income statement in respect of the value of share options granted.

Nominal consideration for options granted during the year was received.

The share prices on the dates of exercise of options on 26 February 2004, 4 June 2004, 14 June 2004, 19
August 2004, 8 November 2004, 25 November 2004 and 14 December 2004 were HK$0.83 (as adjusted for the
effect of bonus issue of shares), HK$0.88, HK$0.86, HK$0.90, HK$0.89, HK$1.13 and HK$1.04 respectively.

The vesting period of share options is from the date of grant until the commencement of the exercise
period.

36. RETIREMENT BENEFITS SCHEMES

The Group’s subsidiaries operating in the PRC have participated in defined contribution retirement schemes
organised by the relevant local government authorities in the PRC. All PRC employees are entitled to an annual
pension equal to a fixed portion of their ending basic salaries at their retirement dates. The Group is required to
make specific contributions to the retirement schemes at a rate of 7 to 25 percent of basic salary of its PRC
employees and have no further obligation for post-retirement benefits beyond the annual contributions made.

The Group has joined a MPF Scheme for all its non-PRC employees. The MPF Scheme is registered with
the Mandatory Provident Fund Scheme Authority under the Mandatory Provident Fund Schemes Ordinance. The
assets of the MPF Scheme are held separately from those of the Group in funds under the control of an independent
trustee. Under the rules of the MPF Scheme, the employer and its employees are each required to make contributions
to the scheme at rates specified in the rules. The only obligation of the Group with respect of MPF Scheme is to
make the required contributions under the scheme. The retirement benefits scheme contributions arising from the
MPF Scheme charged to the income statement represent contributions payable to the funds by the Group at rates
specified in the rules of the scheme.

During the year, the Group made contributions to the retirement benefits schemes amounted to HK$5,459,000
(2003: HK$5,495,000).
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37. CONTINGENT LIABILITIES

THE GROUP
2004 2003
HK$’000 HK$’000
Guarantees given to banks as security for the mortgage
loans arranged for the purchasers of the Group’s properties 261,484 17,256

In August 2003, a supplier filed an application of arbitration against Shenzhen Fuhuade Electric Power
Company Limited (“Fuhuade”) in respect of a claim for extra sum due to the additional work involved during the
installation of the new generating units. The extra contract sum claimed, together with interest thereon, amounts to
approximately HK$28,015,000. Fuhuade has instructed a firm of lawyers to act on its behalf in respect of the
arbitration. In the opinion of the directors, as the arbitration is in progress and the outcome of this cannot be
ascertained at this amount, no provision for the amount claimed has been made by the Group as at 31 December
2004.

THE COMPANY
2004 2003
HK$°000 HK$’000

Guarantee given to a bank to secure general
banking facilities granted to a subsidiary 512,086 514,500
Guarantee given to a trust fund to secure

borrowings granted to a subsidiary 149,673 -
661,759 514,500

At the balance sheet date, the Company has also given guarantee to the holder of the exchangeable note
issued by a subsidiary of the Company of HK$62,500,000.

38. COMMITMENTS

THE GROUP
2004 2003
HK$’000 HK$°000
Commitments in respect of properties under development:
— contracted for but not provided in the financial statements 381,359 538,266
— authorised but not contracted for 296,004 881,292
677,363 1,419,558
Capital expenditure in respect of unpaid capital contribution of
investment projects
— contracted for but not provided in the financial statements 526,008 186,361
Capital expenditure in respect of the acquisition of property,
plant and equipment
— contracted for but not provided in the financial statements 191,488 -
1,394,859 1,605,919

The Company had no capital commitments at the balance sheet date.
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39. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had contracted with tenants for future minimum lease receipts in
respect of land and buildings under non-cancellable operating leases which fall due as follows:

THE GROUP
2004 2003
HK$’000 HK$’000
Within one year 9,144 336
In the second to fifth year inclusive 35,601 540
Over five years 90,916 306
135,661 1,182

The properties held have committed tenants for periods up to nine years after the balance sheet date.

At the balance sheet date, the Group and the Company had commitments for future minimum lease payments
in respect of land and buildings under non-cancellable operating leases which fall due as follows:

THE GROUP THE COMPANY
2004 2003 2004 2003
HK$°000 HK$’000 HK$’000 HK$°000
Within one year 12,116 5,712 1,740 1,105
In the second to fifth years inclusive 19,130 12,774 1,740 -
Over five years 14,518 18,719 — —
45,764 37,205 3,480 1,105

Operating lease payments represent rental payable by the Group and the Company for certain of its office
properties.

Leases are negotiated for terms ranging from two to thirty years.
40. PLEDGE OF ASSETS

At 31 December 2004, bank deposits of HK$72,467,000 (2003: Nil), land held under medium term leases
included in the properties under development for sale with an aggregate carrying amount of HK$441,956,000
(2003: HK$388,030,000) and other property, plant and equipment with an aggregate carrying amount of
HK$56,472,000 (2003: HK$43,963,000) were pledged to banks to secure general banking facilities granted to the
Group.

Pursuant to a facility agreement entered into between the Company and a financial institution dated 6
December 2004, the Group’s entire interest in Enerchina and Panva, which consisted of 1,147,680,775 shares in
Enerchina and 550,789,987 shares in Panva respectively, were pledged to the financial institution to secure the
credit facilities granted to the Group in connection with the unconditional general offers made by the Company to
acquire all the issued shares of and for cancellation of all the outstanding options of Enerchina on 28 December
2004. No amount of facilities was utilised as at the balance sheet date.
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41. POST BALANCE SHEET EVENTS

(a) On 3 December 2004, the Group increased its shareholdings in Enerchina from 37.1% to 50.1% by
acquiring additional 13.0% of the total issued share capital of Enerchina from four independent
parties. Following the acquisition, Enerchina became a subsidiary of the Company. At the same
time, the Company made unconditional general offers to acquire all the issued shares of and for
cancellation of all the outstanding options of Enerchina. The Company’s shareholdings in Enerchina
increased to 63.38% upon the completion of the above offers on 18 January 2005.

(b) A subsidiary of the Company entered into a sale and purchase agreement with a third party in
respect of the disposal of the Group’s entire interest in New China Control Systems Limited (“New
China”), at a consideration of US$23,500,000 (approximately HK$182,830,000) on 16 December
2004. The principal assets of New China is the investment in Xin Hua Control Engineering Company
Limited, a sino-foreign equity joint venture established in the PRC. The disposal is completed in
March 2005 with gain on disposal attributable to the Group of approximately HK$59,800,000.

42. PRINCIPAL SUBSIDIARIES

Attributable
proportion of
Issued and nominal value of
Place of fully paid up issued/registered
incorporation/  share capital/ capital held by
Name of subsidiary establishment registered capital the Company Principal activities

Directly  Indirectly

Property development and
management division

Executive Choice BVI USS1 100% - Investment holding
Investments Limited

Firstline Investment Limited BVI USS1 - 100%  Investment holding

Future Perfect Properties BVI USS1 - 100%  Property holding
Limited

Kenson Investment Limited BVI USS1 100% - Investment holding

Knatwood Limited BVI USS1 - 100%  Investment holding

Leader Faith International BVI USS1 100% - Investment holding
Limited

Link Capital Investments BVI US$$50,000 - 100%  Investment holding
Limited

Ocean Diamond Limited BVI US$$50,000 - 100%  Investment holding
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Attributable
proportion of
Issued and nominal value of
Place of fully paid up issued/registered
incorporation/  share capital/ capital held by
Name of subsidiary establishment registered capital the Company Principal activities

Directly  Indirectly

Property development and
management division (Continued)

Shenzhen Mangrove PRC - RMB10,000,000 - 87%  Property development
West Coast Property Sino-foreign
Development Co. Ltd. equity joint
TROIALRE 7Y 30 3R venture
ARAT

Shenzhen Sinolink PRC - RMB2,000,000 - 87%  Property management
Property Management Foreign equity
Co., Ltd. joint venture
RYIT Ly e
ARATF

Sinolink International BVI USS1 - 100%  Investment holding
Investment (Group)
Limited

Sinolink LPG Development BVI USS1 - 100%  Investment holding
Limited

Sinolink Petrochemical BVI USS1 - 100%  Investment holding

Investment Limited

Sinolink Progressive Limited BVI US$47,207 - 100%  Investment holding
Sinolink Properties Hong Kong HK$10,000 - 100%  Property agent
Agent Limited
AfLEmERARA A
Sinolink Properties Limited PRC - RMB375,000,000 - 80%  Property
T A R A Foreign equity development
(formerly known as joint venture

Shenzhen Sinolink

Enterprises Co., Ltd.

3 RN
IR )

Sinolink Worldwide (HK) Hong Kong HK$10,000,000 - 100%  Investment holding

Company Limited
FEFLEARAA
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Attributable
proportion of
Issued and nominal value of
Place of fully paid up issued/registered
incorporation/  share capital/ capital held by
Name of subsidiary establishment registered capital the Company Principal activities

Directly  Indirectly

Property development and
management division (Continued)

Smart Orient Investments BVI USS1 100% - Investment holding
Limited

Supreme All Investments BVI USS1 100% - Investment holding
Limited

Gas fuel business division

Cangxi Panva Gas Co., Ltd. PRC - RMBS,000,000 - 58.45% Provision of natural
ERERILREARA A Limited liability gas and related
company services and gas

pipeline construction

Changde Pan River PRC - RMB6,000,000 - 49.68%  Wholesaling and
Enterprises Co., Ltd. Sino-foreign retailing of LP Gas
FEATREEE equity joint

HIRA T venture

Changsha Pan River PRC - RMB40,000,000 - 35.07%  Wholesaling and
Enterprises Co., Ltd. Sino-foreign retailing of LP Gas
RUBILRREEE equity joint

F AT venture

Chenzhou Pan River Gas PRC - RMB9,000,000 - 35.07% Wholesaling and
Industry Co., Ltd. Sino-foreign retailing of
WM E IR R EE equity joint LP Gas

H R venture

China Overlink Holdings BVI Uss! - 58.45%  Investment holding
Co., Limited

China Pan River Group Ltd. BVI US$12,821 - 58.45%  Investment holding
o BT L A R

Dayi Panva Gas Co., Ltd. PRC - RMB3,300,000 - 58.45% Provision of natural and
KEFILREA AT Limited liability related services and gas

company pipeline construction
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Name of subsidiary

Gas fuel business division (Continued)

Jinan Panva Gas Co., Ltd.
M LR A R AT

Le Zhi Panva Gas Co., Ltd.
LEEHILMAEARAT

Nanjing Panva LPG
Company Ltd.

R E LA SRR R

Nanjing Panva Pipeline
Gas Co., Ltd.

MR A ILE AR
IR ]

Pan River Enterprises
(Hengyang) Co., Ltd.
Bl A LA %

HRAF

Pan River Enterprises
(Wuhu) Co., Ltd.
E VRN
H IR

Pan River Enterprises
(Yongzhou) Co., Ltd.
A L AR IR

H IR

Place of
incorporation/
establishment

PRC -
Sino-foreign

equity joint

PRC -
Limited liability

company

PRC -
Sino-foreign
equity joint

venture

PRC -
Sino-foreign
equity joint

venture

PRC -
Sino-foreign
equity joint

venture

PRC -
Sino-foreign
equity joint

venture

PRC -
Sino-foreign
equity joint

venture
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Issued and

fully paid up

share capital/

registered capital

RMB100,000,000

RMB14,800,000

RMB50,000,000

US$1,010,000

RMB6,000,000

RMB32,000,000

RMB5,000,000

Attributable
proportion of
nominal value of
issued/registered
capital held by
the Company

Directly  Indirectly

- 29.80%

- 58.45%

- 32.14%

- 45.56%

- 49.09%

- 32.14%

- 35.07%

Principal activities

Provision of LG Gas,
natural gas and related
services and gas

pipeline construction

Provision of natural gas
and related services
and gas pipeline

construction

Wholesaling and
retailing of LP Gas

Provision of LP Gas and
related services and gas

pipeline construction

Wholesaling and
retailing of LP Gas

Wholesaling and
retailing of LP Gas

Wholesaling and
retailing of LP Gas
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Name of subsidiary

Gas fuel business division (Continued)

Pan River Gas (China
Southwest) Co., Ltd.
[ERINT T ) YAt

Pan River Gas (Zunyi)
Co., Ltd.
U FERIN ) YN

Panriver Investments
Company Limited

AL EARA

Panva (Chizhou) Gas
Co., Ltd.
LRI NERIN s ) YN

Panva Gas (Yunnan)
Co., Ltd.
THHLBEARAR

Panva Gas Holdings Limited
FLERS A R 7

Pengxi Panva Gas
Co., Ltd.
EEOTMAARAT

Pingchang Panva Gas
Co., Ltd.
TEATHAARAT

Issued and

Place of fully paid up
incorporation/  share capital/
establishment registered capital
PRC - RMB16,000,000

Sino-foreign

equity joint

venture
PRC - RMB4,200,000

Limited liability

company

PRC -

US$$30,000,000

Limited liability

company

PRC -

RMB20,000,000

Sino-foreign

equity joint

venture

PRC -

RMBS58,840,000

Limited liability

company

Cayman Isl

PRC -

ands  HK$94,225,089

RMB3,590,000

Sino-foreign

equity joint

venture

PRC -

RMBS,000,000

Limited liability

company
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Attributable
proportion of
nominal value of
issued/registered
capital held by
the Company

Directly  Indirectly

- 29.28%

- 29.28%

- 58.45%

- 35.07%

- 16.67%

- 58.45%

- 52.60%

- 52.60%

Principal activities

Wholesaling and
retailing of LP Gas

Wholesaling and
retailing of LP Gas

Investment holding

Provision of LP Gas and
related services and gas

pipeline construction

Wholesaling and

retailing of LP Gas

Investment holding

Provision of natural gas
and related services
and gas pipeline
construction

Provision of natural gas
and related services
and gas pipeline
construction



APPENDIX 1 FINANCIAL INFORMATION RELATING TO THE GROUP

Attributable
proportion of
Issued and nominal value of
Place of fully paid up issued/registered
incorporation/  share capital/ capital held by
Name of subsidiary establishment registered capital the Company Principal activities

Directly  Indirectly

Gas fuel business division (Continued)

Singkong Investments Hong Kong HK$10,000 - 58.45%  Investment holding
Limited
BB EAHRA A

Sinolink LPG Investment BVI USS1 - 58.45%  Investment holding
Limited

Sinolink Power Investment BVI USS1 - 58.45%  Investment holding
Limited

Weiyuan Panva Gas Co., PRC - RMBS,000,000 - 58.15%  Provision of natural gas
Ltd. Limited liability and related services
U TR SR B A company and gas pipeline

construction

Xiang Tan Pan River PRC - RMB10,000,000 - 35.07%  Wholesaling and
Energy Industry Sino-foreign retailing of LP Gas
Co., Ltd. equity joint
RERERING A5 E venture

HIRAF

Yangzhou YPC & PRC - RMB10,000,000 - 16.07%  Wholesaling and
Panva Gas Co., Limited liability retailing of LP Gas
Ltd. company
LUk R (AERIR Tt
AR

Yi Yang Pan River PRC - RMBS,000,000 - 35.07%  Wholesaling and
Enterprises Co., Ltd. Sino-foreign retailing of LP Gas
HIHEAILREEE equity joint
IR venture

YPC & Panva Energy PRC - US$7,230,000 - 29.22%  Wholesaling and
Company Limited Sino-foreign retailing of LP Gas
(“Yangzi Panva”) equity joint
R ARIN: 3/ venture

HIRAF

Yuechi Panva Gas Co., Ltd. PRC - RMBS,000,000 - 52.60% Provision of natural gas

ERNERIN =)/t Limited liability and related services
company and gas pipeline
construction
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Name of subsidiary

Gas fuel business division (Continued)

Zhongjiang Panva Gas
Co., Ltd.
LR SR R A )

Ziyang Panva Gas
Co., Ltd.
ABTILREARA A

Electricity supplies division
Enerchina Holdings

Limited

PR B A R
Enerchina Oil and

Petrochemical

Company Limited

Enerchina Resources
Limited

Hanka Limited

New China Control
Systems Limited

Rado International Limited

Roxy Link Limited

Shenzhen Fuhuade Electric

Power Co., Ltd.
FYIRR S A RA

Sinolink Electric Power
Company Limited
HHEENHRAH

Sinolink Industrial Limited

Place of
incorporation/
establishment

PRC -
Limited liability
company

PRC -
Limited liability
company

Bermuda

BVI

Hong Kong

Hong Kong

BVI

BVI

BVI

PRC -
Sino-foreign
equity joint

venture

Hong Kong

BVI
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Issued and

fully paid up
share capital/
registered capital

RMB18,816,000

RMB9,890,000

HK$22,909,339

HK$2

HKS$2

HK$2

Uss1

Uss1

HKS$2

RMB224,500,000

HK$2*

US$50,001

Attributable
proportion of
nominal value of
issued/registered
capital held by
the Company

Directly  Indirectly

- 58.45%

- 52.60%

24.96% 25.14%

- 50.10%

- 50.10%

- 50.10%

- 50.10%

- 50.10%

- 50.10%

- 35.07%

- 50.10%

- 50.10%

Principal activities

Provision of natural gas
and related services
and gas pipeline
construction

Provision of natural gas
and related services
and gas pipeline
construction

Investment holding

Procurement of
fuel oil

Provision of

management services

Holding of club
membership

Investment holding

Investment holding

Investment holding

Electricity supplies

Investment holding

Investment holding



APPENDIX 1 FINANCIAL INFORMATION RELATING TO THE GROUP

* In addition to the issued ordinary share capital of HK$2, Sinolink Electric Power Company Limited
has HK$100,000 non-voting deferred shares which are held by Mr. Ou Yaping. Holders of the non-
voting deferred shares are not entitled to receive notices, attend, vote at any general meetings nor
to receive any dividend out of operating profit and have very limited rights on return of assets of
the Company.

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

Except for Future Perfect Properties Limited and Enerchina Oil and Petrochemical Company Limited
which operate in the PRC (other than Hong Kong) and the investment holding companies which have no definite
place of operation, all the above subsidiaries operate principally in their respective place of incorporation/
establishment.

None of the subsidiaries had issued any debt securities at 31 December 2004 or at any time during the year

except for Panva Gas Holdings Limited which has issued convertible bonds and guaranteed senior notes with
principal amount of HK$372,016,000 and HK$1,559,000,000 respectively, in which the Group has no interest.
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(iii) Audited financial statements for the year ended 31 December 2003

Set out below is the audited consolidated income statement, consolidated balance sheet,

balance sheet, consolidated statement of changes in equity, consolidated cash flow statement and
notes to the financial statements reproduced from the audited accounts published in the Group’s

Annual Report for the year ended 31 December 2003.

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2003

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses

Profit from operations

Finance costs

Gain on disposal of subsidiaries

Release of deferred gain on disposal of a subsidiary
Gain (loss) on disposal of associates

Gain on partial disposal of an associate
Amortisation of goodwill of an associate

Share of results of associates

Profit before taxation
Taxation

Profit before minority interests
Minority interests

Net profit for the year

Dividends

Earnings per share
Basic

Diluted

-75 -

NOTES

O Co O\

11

12

13

2003
HK$’000

1,815,356

(1,336,630)

478,726
25,511

(52,512)

(130,649)

(15,159)

305,917
(10,630)
519,234
77,000
133,209
2,677
(2,724)
5,981

1,030,664

(48,654)

982,010

(203,960)

778,050

114,736

HK cents

41.72

40.81

2002
HK$’000

1,525,406

(1,156,903)

368,503

20,953
(46,380)
(117,081)

(3,509)

222,486
(4,350)
195,908

(234)

(1,816)

(22,749)

389,245

(16,068)

373,177

(78,748)

294,429

55,483

HK cents

16.17

15.40
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CONSOLIDATED BALANCE SHEET
At 31 December 2003

NOTES 2003 2002
HK$’000 HK$’000
Non-current assets
Property, plant and equipment 14 668,403 432,675
Intangible asset 15 9,662 -
Goodwill 16 84,551 22,659
Negative goodwill 17 (18,022) (26,585)
Interests in associates 19 184,552 129,882
Investment in securities 20 83,917 117,949
Trade receivable 23 - 1,269
1,013,063 677,849
Current assets
Stock of properties 21 1,639,994 1,644,354
Inventories 22 36,417 23,751
Trade and other receivables 23 619,385 278,720
Amount due from an associate 24 75,000 197,000
Amounts due from minority shareholders 27 11,246 41,276
Investments in securities 20 50,126 31,455
Bank balances and cash 1,309,473 470,641
3,741,641 2,687,197
Current liabilities
Trade and other payables 25 414,035 280,658
Tax liabilities 61,156 30,822
Amounts due to minority shareholders 27 6,523 23,537
Borrowings — due within one year 28 669,056 14,599
1,150,770 349,616
Net current assets 2,590,871 2,337,581
Total assets less current liabilities 3,603,934 3,015,430
Non-current liabilities
Borrowings — due after one year 28 (565,655) (904,480)
Deferred gain on disposal of a subsidiary 31 - (77,000)
(565,655) (981,480)
3,038,279 2,033,950
Minority interests (704,604) (454,734)
2,333,675 1,579,216
Capital and reserves
Share capital 29 191,104 184,944
Reserves 30 2,142,571 1,394,272
2,333,675 1,579,216
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BALANCE SHEET
At 31 December 2003

Non-current assets
Property, plant and equipment
Investments in subsidiaries
Interest in an associate
Investments in securities

Current assets
Trade and other receivables
Investment in securities
Amount due from an associate
Bank balances and cash

Current liabilities
Trade and other payables
Amounts due to subsidiaries

Net current assets

Total assets less current liabilities

Non-current liabilities
Borrowings

Capital and reserves
Share capital
Reserves

NOTES

14
18
19
20

20
24

26

28

29
30

2003
HK$’000

234
905,497
246,591

1,152,322

11,472
50,000
75,000
754,533

891,005

598,150
263,059

861,209
29,796

1,182,118

1,182,118

191,104
991,014

1,182,118

2002
HK$’000

1,359
878,333
163,563
116,000

1,159,255
14,506
5,512

197,000
181,202

398,220

1,267
325,855

327,122
71,098

1,230,353

(81,600)

1,148,753

184,944
963,809

1,148,753



APPENDIX 1 FINANCIAL INFORMATION RELATING TO THE GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2003

Share Properties
Share  premium revaluation Translation ~ Goodwill ~ General ~ Capital Contributed ~Retained
capital  account  account  reserve  reserve  reserve  reserve  surplus  profits Total
HKS$'000  HK$'000  HKS$'000 HKS'000 HKS$'000 HKS'000 HKS$'000 HKS'000 HKS'000  HKS'000

(Note 30)

At 1 January 2002 167200 278,653 19462 (5710) (59200 57722 858 368,202 395,233 1,275,760
Exchange rate adjustment not recognised

in the income statement - - - (211) - - - - - (211)
Realised on disposal of a subsidiary - - (10,611) 204 8511 (3,821) (77) (480) - (67
Shares issued at premium 17,744 53,749 - - - - - - - 1A%
Transfer from profit and loss account - - - - - 6,130 - - (6,130 -
Profit for the year - - - - - - - - 294429 294429
Dividend - - - - - - - - (55483) (55483
At 31 December 2002 184,944 332,402 8851 (6215 2591 60,031 781 367,782 628,049 1,579,216
Exchange rate adjustment not recognised

in the income statement - - - (124) - - - - - (724)
Shares issued at premium 0,100 38457 - - - - - - - 4417
Addition during the year - - - 12 - 483 - - - 605
Realised on disposal of subsidiaries - - (64) (19) - (75) ) - - (126)
Realised on partial disposal of a subsidiary - - (994) 260 §1 (878) (301) - - (183)
Realised on disposal of associates - - (53 (309) - (3,169 (58) - - (88%)
Transfer from profit and loss account - - - - - 958 - - (958) -
Profit for the year - - - - - - - - 718,050 778,050
Dividend - - - - - - - - (57276)  (57,276)
At 31 December 2003 19,104 370,859 2400 (6,885 26072 57354 454 367,782 1,347,865 2,333,675
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2003

2003 2002
HK$’000 HK$’000
OPERATING ACTIVITIES
Profit before taxation 1,030,664 389,245
Adjustment for:
Share of results of associates (5,981) 22,749
Interest income (13,372) (11,336)
Interest expense 10,355 3,821
Depreciation 34,033 31,730
Dividend income (647) (360)
Gain on disposal of subsidiaries (519,234) (195,908)
Release of deferred gain on disposal of a subsidiary (77,000) -
Gain on disposal of associates (133,209) -
Gain on partial disposal of an associate (2,677) -
Gain on disposal of investments in securities - (592)
Realised holding loss on investment in securities 2,307 29
Unrealised holding loss (gain) on investment in securities 36 (623)
Amortisation of goodwill 3,940 3,033
Amortisation of intangible asset 373 -
Release of negative goodwill (2,244) (1,855)
Loss on disposal of property, plant and equipment 10,033 2,203
Operating cash flows before movements in
working capital 337,377 242,136
Decrease (increase) in stock of properties 37,687 (4,910)
(Increase) decrease in inventories (11,346) 770
Decrease in trade and other receivables (308,018) (39,203)
Increase (decrease) in trade and other payables 76,472 (90,304)
Cash used in operations 132,172 108,489
Interest paid (41,480) (43,512)
Overseas tax paid (15,322) (15,749)

NET CASH USED IN OPERATING ACTIVITIES 75,370 49,228
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NOTES 2003
HK$’000

INVESTING ACTIVITIES
Interest received 12,552
Dividend received 647
Purchase of property, plant and equipment (206,042)
Proceeds from sale of property, plant and equipment 7,255
Investment in an associate (112,056)
Purchase of intangible asset (10,035)
Purchase of investments in securities (80,145)
Redemption of PRC bonds 187
Redemption of convertible bonds 66,000
Proceeds from disposal of other investments 10,913
Repayment from an associate 159,773
Repayment of (advances to) minority shareholders 30,030
Disposal of subsidiaries 31 14,842
Acquisition of an associate -
Disposal of associates 93,545
Net cash outflow in respect of purchase

of a subsidiary 32 (15,173)
Net cash outflow in respect of partial acquisition

of a subsidiary (994)
Net cash inflow in respect of partial disposal

of subsidiaries 514,409
NET CASH USED IN INVESTING ACTIVITIES 485,708
FINANCING ACTIVITIES
Dividends paid by subsidiaries to minority shareholders (4,319)
Dividend paid to shareholders (57,276)
Proceed from issue of shares 3,817
Net proceed from issue of convertible bonds 374,917
Proceed from issue of convertible note -
New borrowings 26,887
Repayment of bank and other loans (73,050)
Repayment to minority shareholders (17,014)
(Decrease) increase in amount due from minority

shareholders 23,792
NET CASH ACTIVITIES FROM FINANCING ACTIVITIES 271,754
INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS 838,832
CASH AND CASH EQUIVALENTS AT 1 JANUARY 470,641

EFFECT OF FOREIGN EXCHANGE RATE CHANGES -

CASH AND CASH EQUIVALENTS AT 31 DECEMBER,
represented by bank balances and cash 1,309,473
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2002
HK$’000

9,739

360
(195,568)

2,676
(29,707)

(136,438)

1,568

(35,692)
79,556
(81,800)

(33,322)

124,551

(294,077)

(5,313)
(55,483)
16,310

125,000
20,186

49,563

150,263

(94,586)
565,438

Q11)

470,641
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2003

1. GENERAL

The Company is incorporated in Bermuda as an exempt company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Its ultimate holding company is Asia
Pacific Promotion Limited, a private limited company incorporated in the British Virgin Islands (the “BVI”).

The principal activities of the Group are property development and sale and distribution of liquefied
petroleum gas and natural gas (“Gas fuel”) and construction of gas pipelines. During 2002, it ceased its supply of
electricity operation.

2. ADOPTION OF NEW AND REVISED STATEMENT OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, the following Hong Kong Financial Reporting
Standard (“HKFRS”) issued by the Hong Kong Society of Accountants (“HKSA”). The term HKFRS is inclusive of
Statements of Standard Accounting Practice (“SSAPs”) and Interpretations approved by the HKSA:

SSAP 12 (Revised) Income taxes

In the current year, the Group has adopted SSAP 12 (Revised) Income Taxes. The principal effect of the
implementation of SSAP 12 (Revised) is in relation to deferred tax. SSAP 12 (Revised) requires the adoption of a
balance sheet liability method, whereby deferred tax is recognised in respect of all temporary differences between
the carrying amounts of assets and liabilities in the financial statements and the corresponding tax bases used in

the computation of taxable profit, with limited exceptions.

The adoption of this standard has had no material effect on the results for the current or prior accounting
periods. Accordingly, no prior period adjustment has been required.

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for the
revaluation of certain properties and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally accepted in
Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

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

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

All significant intercompany transactions and balances within the Group have been eliminated on
consolidation.
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Goodwill

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

Goodwill arising on acquisitions prior to 1 January 2001 continues to be held in reserves and will
be charged to the income statement at the time of disposal of the relevant subsidiary or associate or at such
time as the goodwill is determined to be impaired.

Goodwill arising on acquisitions on or after 1 January 2001 is capitalised and amortised on a
straightline basis over its useful economic life. Goodwill arising on the acquisition of a subsidiary is
presented separately in the balance sheet. Goodwill arising on the acquisition of an associate is included in
the interests in associates in the balance sheet.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable
assets and liabilities of a subsidiary at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisitions is presented as a deduction from assets and will be
released to income based on an analysis of the circumstances from which the balance resulted.

To the extent that the negative goodwill is attributable to future losses or expenses anticipated at the
date of acquisition, it is released to income in the period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a straight-line basis over the remaining average
useful life of the identifiable acquired depreciable assets. To the extent that such negative goodwill exceeds
the aggregate fair value of the acquired identifiable non-monetary assets, it is recognised in income

immediately.

Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance
sheet as a deduction from assets.

Recognition of revenue

Development properties

Income from properties developed for sale, where there are no pre-sales prior to completion of a
development, is recognised on the execution of the sales and purchase agreement.

Income from properties pre-sold prior to completion of development is recognised over the period
from the execution of the sales and purchase agreement to the completion of the development on the basis

of development costs incurred to date as a proportion of estimated total development costs.

Income from outright sales of an entire property development project is recognised upon execution
of the sale and purchase agreement.

Sales of electricity supply

Revenue from electricity supply operations is recognised when electricity is supplied.
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Gas pipelines construction revenue

Gas pipelines construction revenue is recognised when the outcome of a gas connection contract
can be estimated reliably and the stage of completion at the balance sheet date can be measured reliably.
Revenue from gas connection contracts is recognised on the percentage of completion method, measured by
reference to the value of work carried out during the period. When the outcome of a gas connection
contract cannot be estimated reliably, revenue is recognised only to the extent of contract costs incurred

that is probable will be recoverable.
Sales of goods

Sales of goods are recognised when goods are delivered and title has passed.
Income from decoration, interior design and related services

Income from decoration, interior design and related services is recognised using the percentage of
completion method, measured by reference to the proportion that costs incurred to date to estimated total
costs for each contract. Variations in contract work, claims and incentive payments are included to the
extent that they have been agreed with the customer.
Income from property management services

Income from property management services is recognised on provision of services.

Interest income

Interest income is accrued on a time proportion basis on the principal outstanding and at the rate
applicable.

Dividend income

Dividend income from investments is recognised when the shareholders’ rights to receive payment
have been established.

Stock of properties

Stock of properties includes properties under development and properties held for sale.

The carrying value of properties under development comprises the land cost together with
development expenditure, which includes construction costs, capitalised interest and ancillary borrowing
costs, plus attributable profits taken to date, less progress payments received and foreseeable losses.
Attributable profit on pre-sale of properties under development is recognised over the course of the
development. Profit recognised on pre-sale of properties during an accounting period is calculated by
reference to the proportion of construction costs incurred up to the accounting date to total estimated

construction costs to completion, with due allowance for contingencies.

Properties held for sale are classified under current assets and stated at the lower of cost and net
realisable value. Cost is determined by apportionment of the total land and development cost attributable to
the unsold properties. Net realisable value is the estimated price at which a property can be realised in the

ordinary course of business less related selling expenses.
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Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified
impairment loss.

A joint venture is treated as a subsidiary if, under the joint venture control, the Group had the
power to govern the financial and operating policies of the joint venture so as to obtain benefits from its
activities.

Interests in associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated at the Group’s

share of the net assets of the associates plus goodwill on acquisition less any identified impairment loss.

When the Group transacts with its associates, unrealised profits and losses are eliminated to the
extent of the Group’s interest in the relevant associates, except where unrealised losses provide evidence of
an impairment of the asset transferred.

Investment securities
Investments securities are recognised on a trade-date basis and are initially measured at cost.

Investment securities, which are securities held for an identified long-term strategic purpose, are
measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other than
temporary.

Other investments are measured at fair values, with unrealised gains and losses included in net
profit or loss for the year.

Property, plant and equipment

Land and buildings are stated in the balance sheet at their revalued amount, being the fair value at
the date of revaluation less any subsequent accumulated depreciation and any subsequent impairment
losses. Revaluations are performed with sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair values at the balance sheet date.

Any revaluation increase arising on revaluation of land and buildings is credited to the revaluation
reserve, except to the extent that is reverses a revaluation decrease of the same asset previously recognised
as an expense, in which case the increase is credited to the income statement to the extent of the decrease
previously charged. A decrease in net carrying amount arising on revaluation of an asset is dealt with as an
expense to the extent that it exceeds the balance, if any, on the revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or retirement of a revalued asset, the attributable revaluation
surplus is transferred to retained profits.

Other plant and equipment are stated at cost less depreciation and accumulated impairment losses.
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Depreciation is provided to write off the cost or valuation of items of property, plant and equipment
over their estimated useful lives on a straight line basis, after taking into consideration of their estimated
residual values. The principal annual rates used are as follows:

Leasehold land Over the unexpired term of lease or over the term of the
equity joint venture contract, whichever is shorter

Buildings 3% to 10%

Plant and machinery 6% to 30%

Furniture, fixtures and equipment 18% to 40%

Motor vehicles 6% to 30%

Gas pipelines 3%

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in the income statement.

Construction in progress

Construction in progress, which includes all development expenditure and other direct costs, including
interest expenses attributable to such projects, is stated at cost. Costs on completed construction work are
transferred to property, plant and equipment.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible assets and
intangible assets to determine whether there is any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. Impairment losses are recognised as an expense
immediately, unless the relevant asset is carried at a revalued amount under another SSAP, in which case
the impairment loss is treated as a revaluation decrease under that SSAP.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as income immediately, unless the relevant
asset is carried at a revalued amount under another SSAP, in which case the reversal of the impairment loss
is treated as a revaluation increase under that another SSAP.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the transactions
or at the contracted settlement rate. Monetary assets and liabilities denominated in foreign currencies are
re-translated at the rates ruling on the balance sheet date. Profits and losses arising on the translation of
foreign currency borrowings used to finance net investments in overseas operations/subsidiaries are taken
directly to reserves. Other profits and losses arising on exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of the Group’s overseas operations are translated at
exchange rates prevailing on the balance sheet date. Income and expense items are translated at the average
exchange rates for the year. Exchange differences arising, if any, are classified as equity and transferred to
the Group’s exchange reserve. Such translation differences are recognised as income or as expense in the
period in which the operation is disposed of.
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Exclusive operating right for city pipeline network

Exclusive operating right for city pipeline network is stated at cost less accumulated amortisation
and any identified impairment loss. The cost incurred for the acquisition of exclusive operating right is
capitalised and amortised on a straight-line basis over the estimated useful life of 20 years. The amortisation
period and amortisation method are reviewed annually at each financial year and for appropriateness.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the first-
in, first-out method. Net realisable value represents the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs necessary to make the sale.

Decoration work in progress comprises direct material and labour cost plus attributable profits
taken to date less deposits received and provision for any foreseeable losses.

Construction contracts

When the outcome of a construction contract can be estimated reliably and the stage of contract
completion at the balance sheet date can be measured reliably, contract costs are charged to the income
statement by reference to the stage of completion of the contract activity at the balance sheet date on the
same basis as contract revenue is recognised.

When the outcome of a construction contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are incurred. When it is probable that total contracts
costs will exceed contract revenue, the expected loss is recognised an expense immediately.

Convertible note

A convertible note is regarded as a liability until conversion occurs and the finance costs recognised
in the income statement in respect of the convertible note are calculated so as to produce a constant
periodic rate of charge on the remaining balance of the convertible note for each accounting period.
Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, i.e. assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in which they are incurred.
Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessors
are accounted for as operating leases. Rental receivable or payable in respect of operating leases are

credited or charged respectively to the income statement on a straight line basis over the terms of the
respective leases.
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Retirement benefits scheme

The retirement benefit costs charged in the income statement represents the contributions payable
in respect of the current year to the Group’s defined contribution scheme and Mandatory Provident Fund
Scheme (“MPF Scheme”) in Hong Kong and the state — sponsored retirement plan for its employees in the
PRC.

Taxation

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

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

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amount of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised.

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

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is charged or credited to the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity.

4. BUSINESS AND GEOGRAPHICAL SEGMENTS

(A) Business segments

For management purposes, the Group is currently organised into three operating divisions — property
development, gas fuel business and others. These divisions are the basis on which the Group reports its
primary segment information. Principal activities are as follows:

Property development — sales of completed properties/development properties

Gas fuel business — wholesaling and retailing of gas fuel and the construction
of gas pipelines

Others — decoration, interior design work and property
management services

In prior years, the Group was also involved in the electricity supply. That operation was discontinued
from 6 May 2002 (see note 10).
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(1) Segment information about these businesses for the year ended 31 December 2003 is presented

below:

INCOME STATEMENT

Discontinuing
Continuing operations operation
Property Gas fuel Electricity
development business Others supply Eliminations Consolidated
HK$'000 HK$'000 HKS$’000 HKS$’000 HKS$’000 HK$'000
TURNOVER
External sales 330,979 1,457,632 26,745 - - 1,815,356
Inter-segment sales - - 9,542 - (9,542) -
330,979 1,457,632 36,287 - (9,542) 1,815,356
Inter-segment sales are charged at prevailing market prices.
RESULT
Segment result 26,025 291,848 5,549 - - 324,022
Other operating income 25,511
Unallocated corporate expenses (43,616)
Profit from operations 305,917
Finance costs (10,630)
Gain on disposal of
subsidiaries (94) 532,015 (12,687) - - 519,234
Release of deferred gain
on disposal of a subsidiary - - - 77,000 - 77,000
Gain on disposal of associates - - 133,209 - - 133,209
Gain on partial disposal of
an associate - - 2,677 - - 2,677
Amortisation of goodwill
of an associate - - (2,724) - - (2,724)
Share of results of associates - - 5,981 - - 5,981
Profit before taxation 1,030,664
Taxation (48,654)
Profit before minority interests 982,010
Minority interests (203,960)

Net profit for the year
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BALANCE SHEET

ASSETS

Segment assets

Interest in associates
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital additions

Intangible asset additions
Goodwill additions
Depreciation and amortisation

-89

Continuing operations

Property Gas fuel
development business
HK$’000 HKS$’000

1,993,050 2,103,802

166,766 151,185

Continuing operations

Property Gas fuel
development business
HK$°000 HK$’000
15,478 273,359

- 10,035

- 63,108

12,071 23,142

Others
HK$’000

92,762
184,990

5,820

Others
HK$’000

59

3,133

Consolidated
HK$°000

4,189,614
184,990
380,100

4,754,704

323,771
1,392,654

1,716,425

Consolidated
HK$°000

288,896
10,035
63,108
38,346
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(ii) Segment information about these businesses for the year ended 31 December 2002 is presented
below:

INCOME STATEMENT

Discontinuing

Continuing operations operation

Property Gas fuel Electricity
development business Others supply Eliminations Consolidated

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

TURNOVER
External sales 311,997 1,150,322 22,613 40,474 - 1,525,406
Inter-segment sales - - 9,542 - (9,542) -

311,997 1,150,322 32,155 40,474 (9,542) 1,525,406

Inter-segment sales are charged at prevailing market prices.

RESULT
Segment result 31,556 184,129 4,998 2,180 - 222,863
Other operating income 20,924
Unallocated corporate expenses (21,301)
Profit from operations 222,486
Finance costs (4,350)
Gain on disposal of

subsidiaries - 111,860 - 84,048 - 195,908
Loss on disposal of

an associate (234) - - - - (234)
Amortisation of goodwill

of an associate - - (1,816) - - (1,816)
Share of results of associates 2,306 - (25,055) - - (22,749)
Profit before taxation 389,245
Taxation (16,068)
Profit before minority interests 373,171
Minority interests (78,743)
Net profit for the year 294,429
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(B)

BALANCE SHEET

ASSETS

Segment assets

Interest in associates
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital additions
Goodwill additions

Depreciation and amortisation

Geographical segments

Discontinuing

Continuing operations operation

Property Gas fuel Electricity
development business Others supply
HK$'000 HKS$'000 HKS$'000 HKS$’000
1,876,227 735,540 316,133 -
36,303 - 93,579 -
187,671 136,900 10,203 -
Discontinuing

Continuing operations operation

Property Gas fuel Electricity
development business Others supply
HK$’000 HK$’000 HK$000 HK$'000
5,264 175,842 9,391 82,800

- 2,461 54,482 -

9,520 19,914 3,752 1,577

Consolidated
HK$’000

2,927,900
129,882

307,264

3,365,046

334,774

996,322

1,331,096

Consolidated
HK$’000

273,297
56,943
34,763

As over 90% of the consolidated turnover, trading results and assets for the year is derived from or

located in the PRC, an analysis of the consolidated turnover, trading results and assets by geographical

location is not presented.
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5.

OTHER OPERATING INCOME

Interest on bank deposits

Dividend income

Gain on disposal of investment in securities

Net exchange gain

Release of negative goodwill

Rental income under operating leases

Unrealised holding gain on investment in securities

Sundry

PROFIT FROM OPERATIONS

Profit from operations is arrived at after charging:
Auditors’ remuneration

Provided for the year

Under(over)provision in prior year

Depreciation
Operating lease rentals
Loss on disposal of property, plant and equipment
Unrealised holding loss on investments in securities
Realised holding loss on investments in securities
Staff costs including directors’ remuneration
Amortisation of intangible asset

(included in administrative expenses)

Amortisation of goodwill (included in administrative expenses)

-9

2003
HKS$’000

13,372
647
1,162
2,244
2,608

5,478

25,511

2003
HKS$’000

2,170
175

2,345

34,033
9,543
10,033
36
2,307
82,863

373
1,216

2002
HK$’000

11,336
360
592
918
1,855
2,195

623
3,074

20,953

2002
HK$’000

2,040
(332)

1,708
31,730
5,397
2,203
29

78,986

1,217
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7. EMOLUMENTS OF DIRECTORS AND SENIOR MANAGEMENT

Details of the emoluments paid by the Group to the directors are as follows:

2003

HK$’000

Fees 300
Salaries and other emoluments 8,303
Contributions to retirement benefits scheme 125
Discretionary bonuses 900
9,628

2002
HK$’000

238
8,417
125
700

9,480

The amounts disclosed above include directors’ fees of HK$300,000 (2002: HK$237,500) payable to
independent non-executive directors. No other emoluments were payable to independent non-executive directors.

The emoluments of the directors were within the following bands:

Number of individuals

2003
Emolument band (Hong Kong Dollars)
$Nil — $1,000,000 4
$1,000,001 — $1,500,000 1
$1,500,001 — $2,000,000 1
$2,000,001 — $2,500,000 1
$4,000,001 — $4,500,000 1

2002

Of the five individuals with the highest emoluments in the Group, four (2002: four) were directors of the

Company whose emoluments are included in the disclosures above. The emoluments of the remaining individual

were as follows:

2003
HKS$’000

Salaries and allowances 707
Contributions to retirement benefits scheme 19

726

2002
HK$’000

1,171

1,171

His emoluments were within the emolument band from HK$nil to HK$1,000,000 (2002: from HK$1,000,001

to HK$1,500,000).
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8. FINANCE COSTS

2003 2002
HK$’000 HK$°000
Interest on
Bank loans and other borrowing wholly repayable
within five years 37,790 41,522
Convertible bonds 5,408 -
Convertible notes 484 1,248
Total borrowing cost 43,682 42,770
Less: Amount capitalised to properties under
development for sale (33,327) (38,949)
10,355 3,821
Bank charges 275 244
Handling charge - 285
10,630 4,350

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by
applying a capitalisation rate of 4.8% (2002: 5.6%) to expenditure on qualifying assets.

9. GAIN ON DISPOSAL OF SUBSIDIARIES
2003 2002
HKS$’000 HK$’000
Gain on partial disposal of interests in subsidiaries 532,803 111,860
(Loss) gain on disposal of subsidiaries (see note 31) (13,569) 84,048
519,234 195,908

Gain on partial disposal of interests in subsidiaries represented the gain arising on disposal of shares of
Chenzhou Pan River Gas Industry Co., Ltd. and Panva Gas Holdings Limited respectively to third parties.
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10. DISCONTINUING OPERATIONS

On 8 March 2002, the Group entered into a sales agreement to dispose of Sinolink Industrial Limited
(“Sinolink Industrial”), which carried out all of the Group’s electricity supply operations. The disposal was completed
on 6 May 2002, on which date control of Sinolink Industrial was passed to the acquirer. The results of the
electricity supply operations for the period from 1 January 2002 to 6 May 2002, which have been included in the

consolidated financial statements were as follows:

Period ended

6.5.2002

HK$’000
Turnover 40,474
Cost of sales (35,241)
Other operating income 179
Other operating expenses (3,053)
Finance costs (1,144)
Profit before taxation 1,215
Tax Credit 3
Profit after taxation 1,218

During 2002, Sinolink Industrial paid HK$35,213,000 to the Group’s net operating cash flows, paid
HK$85,542,000 in respect of investing activities and contributed HK$113,991,000 in respect of financing activities.

The carrying amounts of the assets and liabilities of Sinolink Industrial at the date of disposal is disclosed

as follows:
6.5.2002
HK$’000
Total assets 397,133
Total liabilities (398,263)

A gain of HK$84 million during 2002 arose on the disposal of Sinolink Industrial, being the proceeds of
disposal less the carrying amount of the subsidiary’s net assets and attributable goodwill (see note 31). No tax

charge or credit arose from the transaction.

According to the sales agreement, the Group guaranteed the acquirer approximately RMB135,000,000
profit in respect of a subsidiary of Sinolink Industrial, Fuhuade for the two years ending 31 December 2003. Since
the profit guarantee was met and the deferred gain of HK$77 million on the disposal of Sinolink Industrial was
released during the year.
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11. TAXATION

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in nor derived

from Hong Kong.
The tax rate applicable for all other PRC subsidiaries ranges from 15% to 33%.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s PRC subsidiaries are
entitled to exemption from PRC enterprise income tax for the first two years commencing from their first profit-
making year of operation and thereafter, these PRC subsidiaries will be entitled to a 50% relief from PRC enterprise
income tax for the following three years. The reduced tax rate for the relief period ranges from 12% to 16.5%. PRC

enterprise income tax for the year has been provided for after taking these tax incentives into account.

The charge for the year can be reconciled to the profit in the consolidated income statement as follows:

2003 2002

HK$’000 HK$°000

Profit before taxation (excluding share of results of associates) 1,024,683 411,994
Tax at the applicable tax rate of 33% (2002: 33%) 338,145 135,958
Tax effect of tax losses not recognised 5,392 2,248
Tax effect of expenses not deductible for tax purpose 9,344 91,038

Tax effect of income that is exempted from PRC enterprise

income tax and other regions outside Hong Kong in

determining taxable profit (256,120) (194,922)
Effect of different tax rates of subsidiaries entitled to a 50%

reduction in PRC enterprise income tax rates and operating

in different provinces (51,106) (18,388)
45,655 15,934

Share of taxation of associates 2,999 134
Tax expenses 48,654 16,068

At the balance sheet date, the Group has unused tax losses of HK$46,070,000 (2002: HK$29,796,000)
available for offset against future profits. No deferred tax asset has been recognised due to the unpredictability of
future profit streams. Out of the unrecognised losses, HK$1,400,000 (2002: Nil) has been expired. Included in
unrecognised losses are losses of HK$43,304,000 (2002: HK$28,430,000) will be carried forward for five years
from date of origination. Other losses may be carried forward indefinitely.
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12. DIVIDENDS

Ordinary shares:
Interim, paid — HK$0.03 per share (2002: HK$0.03)
Final, proposed — HK$0.03 per share (2002: Nil)

2003
HKS$’000

57,276
57,460

114,736

2002
HK$’000

55,483

55,483

Pursuant to a resolution passed at a meeting of board of directors held on 21 April 2004, the directors of

the Company recommended a bonus issue of new shares of HK$0.10 each to shareholders of the Company on the

basis of two shares for every ten shares held. The bonus issue of shares is subject to shareholders approval at the

forthcoming annual general meeting of the Company to be held on 25 May 2004.

13. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

Earnings for the purposes of basic earnings per share
Effect of dilutive potential shares:
Interest on convertible note

Earnings for the purposes of diluted earnings per share

Weighted average number of shares for the purposes
of basic earnings per share

Effect of dilutive potential ordinary shares:
Options
Convertible note

Weighted average number of shares for the purposes
of diluted earnings per share

2003
HKS$’000

778,050

489

778,539

1,865,048,000

4,133,000

38,564,000

1,907,745,000

2002
HK$’000

294,429

824

295,253

1,820,292,000

15,133,000

81,450,000

1,916,875,000

The computation of diluted earnings per share does not assume the exercise of the Company’s outstanding

share warrants as the exercise price of those warrants is higher than the average market price for the Company’s

shares for both 2002 and 2003.

The computation of diluted earnings per share does not assume the conversion of the outstanding convertible

bonds issued by Panva Gas as the conversion of those convertible bonds is anti-dilutive.
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14. PROPERTY, PLANT AND EQUIPMENT

Medium term Furniture,
leasehold land fixtures
and buildings Construction  Plant and and Motor Gas
in the PRC  in progress machinery  equipment vehicles pipelines Total

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

THE GROUP
COST OR VALUATION
At 1 January 2003 140,320 12,239 147,309 29,592 32,333 157,011 518,804
Acquisition of subsidiaries 5,988 46,518 1,376 245 200 28,527 82,854
Disposal of subsidiaries (1,130) - (925) (267) (242) - (2,564)
Additions 12,620 30,317 4,696 13,139 8,761 136,509 206,042
Disposals (14,264) (4,044) (111) (490) (6,180) (2) (25,091)
Transfer 3,559 (30,977) 2,687 210 85 24,436 -
At 31 December 2003 147,093 54,053 155,032 42,429 34,957 346,481 780,045
Comprising:
At cost - 54,053 155,032 42,429 34,957 346,481 632,952
At valuation 2003 147,093 - - - - - 147,093
147,093 54,053 155,032 42,429 34,957 346,481 780,045
DEPRECIATION
At 1 January 2003 20,509 - 28,852 17,912 13,743 5,113 86,129
Disposal of subsidiaries (131) - (274) (236) (76) - (717)
Provided for the year 7,547 - 8,090 7,064 4,542 6,790 34,033
Eliminated on disposals (3,952) - (10) (406) (3,435) - (7,803)
At 31 December 2003 23,973 - 36,658 24,334 14,774 11,903 111,642
NET BOOK VALUES
At 31 December 2003 123,120 54,053 118,374 18,095 20,183 334,578 068,403
At 31 December 2002 119,811 12,239 118,457 11,680 18,590 151,898 432,675

The leasehold land and buildings of the Group in the PRC were valued at 31 January 2001 by Messrs. DTZ
Debenham Tie Leung Limited, Chartered Surveyors, on an opened market value basis. Messrs. Diz Debenham Tie
Leung Limited are not connected with the Group.

No professional valuation of the leasehold land and buildings was carried out at 31 December 2003 as, in
the opinion of the directors, the carrying value of the leasehold land and buildings was not materially different

from the open market value at 31 January 2001.

If the leasehold land and buildings had not been revalued, they would have been included in these financial
statements at historical cost less accumulated depreciation of HK$78,160,000 (2002: HK$66,322,000).
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(2002: HK$8,135,000) to secure banking facilities granted to the Group (note 40).

15.

The Group had pledged property, plant and equipment with a net book value of approximately HK$43,963,000

THE COMPANY
COST

At 1 January 2003
Additions
Disposals

At 31 December 2003

DEPRECIATION

At 1 January 2003
Provided for the year
Eliminated on disposals

At 31 December 2003

NET BOOK VALUE
At 31 December 2003

At 31 December 2002

INTANGIBLE ASSET

COST

Acquired during the year and at 31 December 2003

AMORTISATION

Charge for the year and at 31 December 2003

NET BOOK VALUE
At 31 December 2003

Furniture,
fixtures

and equipment
HK$°000

2,409
59
(1,503)

965

1,050
412
(731)

731

234

1,359

THE GROUP
Exclusive operating
right for city
pipeline network
HK$°000

10,035

(373)

9,662

The Group’s exclusive operating right for city pipeline network was purchased from third parties.

The exclusive operating right is amortised on a straight line basis over 20 years.
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16.

17.

GOODWILL

COST
At 1 January 2003
Arising on conversion of convertible note into shares in a subsidiary

At 31 December 2003

AMORTISATION
At 1 January 2003
Provided for the year

At 31 December 2003

NET BOOK VALUE
At 31 December 2003

At 31 December 2002

The amortisation period adopted for goodwill is 20 years.

NEGATIVE GOODWILL

GROSS AMOUNT

At 1 January

Arising on acquisition during the year

Arising on acquisition of additional interest in a subsidiary
Eliminated on disposal during the year

At 31 December

RELEASED TO INCOME

At 1 January

Released to income in the year
Eliminated on disposal during the year

At 31 December

CARRYING AMOUNT
At 31 December
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THE GROUP
2003

HKS$°000

24,519

63,108

87,627

1,860

1,216

3,076

84,551

22,659

THE GROUP

2003 2002
HKS$°000 HKS$000
(28,585) (19,100)
(6,954) (9,485)
(2,130) -
19,100 -
(18,569) 28,585
2,000 145
1,296 1,855
(2,749) -

547 2,000

(18,022) 26,585
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The negative goodwill in 2002 represented the Group’s acquisition of an additional interest in Shenzhen

Fuhuade Electric Power Co., Ltd. and interest in Weiyuan Panva Gas Co., Ltd. At the dates of acquisition,
HK$19,100,000 and HK$9,485,000 of negative goodwill were identified respectively.

The negative goodwill in 2003 arose on the Group’s acquisition of an additional interest in Chenzhou Pan
River Gas Industry Co., Ltd. and interests in Lezhi Panva Gas Co., Ltd. and Pingchang Panva Gas Co., Ltd.. At the
date of acquisition, HK$2,130,000, HK$1,195,000 and HK$5,759,000 of negative goodwill were identified

respectively.

The remaining negative goodwill is released to income on a straight line basis of 30 years, being the

remaining weighted average useful life of the depreciable assets acquired.

18. INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost
Amounts due from subsidiaries

2003
HKS$’000

670,174

235,323

905,497

2002
HK$’000

670,174
208,159

878,333

The amounts due from subsidiaries are interest-free, unsecured and have no fixed term of repayment. In the

opinion of the directors, the amount will not be repayable within one year and therefore classified as non-current

assets.

Particulars of the subsidiaries as at 31 December 2003 are as follows:

Name

Directly-owned subsidiaries

Executive Choice
Investments Limited

Kenson Investment Limited

Leader Faith International
Limited

Sinolink Progressive
Limited each

Supreme All Investments
Limited

Smart Orient Investments
Limited

Place of

incorporation/
establishment
and operation

BVI

BVI

BVI

BVI

BVI

BVI
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Issued and

fully paid up
share capital/
registered capital

1 share of US$1 each

1 share of US$1 each

1 share of US$1 each

47,207 shares of US$1

1 share of US$1 each

1 share of US$1 each

Proportion
of nominal
value of
issued
capital/
registered
capital held

100%

100%

100%

100%

100%

100%

Principal
activities

Investment holding

Investment holding

Investment holding

Investment holding

Investment holding

Investment holding
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Name

Indirectly-owned subsidiaries

China Pan River Group Ltd.

Chenzhou Pan River Gas
Industry Co., Ltd.

China Overlink Holdings
Co., Limited

Chizhou Panva Gas
Co., Ltd.

Chuzhou YPC & Panva
Energy Co., Limited

Firstline Investment Limited

Future Perfect Properties
Limited

Knatwood Limited

Lezhi Panva Gas Co., Ltd.

Link Capital Investments
Limited

Place of

incorporation/
establishment
and operation

BVI

PRC -
Sino-foreign
equity joint
venture

BVI

PRC -
Sino-foreign
equity joint
venture

PRC -
Sino-foreign
equity joint
venture

BVI

BVI

BVI

PRC -

Limited liability

company

BVI
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Proportion

of nominal

value of

Issued and issued
fully paid up capital/
share capital/ registered

registered capital capital held

12,821 shares of US$1 100%
each

RMB9,000,000 60%

1 share of 100%
US$1 each

RMB20,000,000 60%

RMB1,000,000 60%

1 share of USS$1 each 100%

1 share of US$1 each 100%

1 share of USS$1 each 100%

RMB 14,800,000 100%

50,000 shares of 100%
USS$1 each

Principal
activities

Investment holding

Wholesaling and
retailing of LP
Gas

Investment holding

The provision of LP
Gas and related
services and gas
pipeline
construction

Wholesaling and
retailing of LP
Gas

Investment holding

Property holding

Investment holding

The provision of
natural gas and
related services
and gas pipeline
construction

Investment holding
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Proportion

of nominal

value of

Place of Issued and issued

incorporation/  fully paid up capital/
establishment share capital/ registered  Principal

Name and operation registered capital capital held  activities

Indirectly-owned subsidiaries (continued)

Jinan Panva Gas Co., Ltd. PRC - RMB100,000,000 51% The provision
Sino-foreign of LP Gas,
equity joint natural gas and

related services
and gas pipeline
construction

Nanjing Panva LPG PRC - RMBS50,000,000 55%  Wholesaling and

Company Ltd. Sino-foreign retailing of LP
equity joint Gas
venture

Nanjing Panva Pipeline PRC - US$1,010,000 71.95%  The provision of LP

Gas Co., Ltd. Sino-foreign Gas and related
equity joint services and gas
venture pipeline

construction
Ocean Diamond Limited BVI 50,000 shares of 100%  Investment holding
US$1 each
Panriver Investments PRC - US$30,000,000 100% Investment holding
Company Limited Limited liability
company
Panva Gas Holdings Limited Cayman Islands 779,097,891 shares of 56.94%  Investment holding
HK$0.1 each
Panva Gas (Yunnan) PRC - RMB58,840,000 56.94% Wholesaling and
Co., Ltd. Limited liability retailing of LP
company Gas
Pan River Enterprises PRC - RMB6,000,000 85%  Wholesaling and
(Changde) Co., Ltd. Sino-foreign retailing of LP
equity joint Gas
venture
Pan River Enterprises PRC - RMB40,000,000 60%  Wholesaling and
(Changsha) Co., Ltd. Sino-foreign retailing of LP
equity joint Gas
venture
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Proportion
of nominal
value of
Place of Issued and issued
incorporation/  fully paid up capital/

establishment share capital/ registered  Principal

Name and operation registered capital capital held  activities

Indirectly-owned subsidiaries (continued)

Pan River Enterprises
(Hengyang) Co., Ltd.

Pan River Enterprises
(Wuhu) Co., Ltd.

Pan River Gas (China
Southwest) Co., Ltd.

Pengxi Panva Gas
Co., Ltd.

Pingchang Panva Gas
Co., Ltd. Limited

IO B A R

Shenzhen China Overseas—
Sinolink Property
Management Co., Ltd.

Shenzhen Mangrove
West Coast Property
Development Co. Ltd.

PRC -
Sino-foreign
equity joint
venture

PRC -
Sino-foreign
equity joint
venture

PRC -
Sino-foreign
equity joint
venture

PRC -
Sino-foreign
equity joint
venture

PRC -
liability
company

PRC -
Sino-foreign
equity joint
venture

PRC -

Limited liability

company

PRC -
Sino-foreign
equity joint
venture
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RMB6,000,000

RMB32,000,000

RMB16,000,000

RMB3,590,000

RMB3,000,000

RMB10,000,000

RMB1,500,000

RMB10,000,000

84%

55%

50.10%

90%

90%

82%

100%

100%

Wholesaling and
retailing of LP
Gas

Wholesaling and
retailing of LP
Gas

Wholesaling and
retailing of LP
Gas

The provision of
natural gas and
related services
and gas pipeline
construction

The provision of
natural gas and
related services
and gas pipeline
construction

Property
development

Property
management

Property
development



Energy Industry
Co., Ltd.

Sino-foreign
equity joint
venture
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Proportion
of nominal
value of
Place of Issued and issued
incorporation/  fully paid up capital/
establishment share capital/ registered  Principal
Name and operation registered capital capital held  activities
Indirectly-owned subsidiaries (continued)
Shenzhen Sinolink PRC - RMB375,000,000 80%  Property
Enterprises Co., Ltd. Foreign equity development
joint venture
Shenzhen Sinolink PRC - RMB2,000,000 85%  Property
Property Management Foreign equity management
Co., Ltd. joint venture
Singkong Investments Hong Kong 10,000 ordinary 100%  Investment holding
Limited shares of HK$1 each
Sinolink International BVI 1 share of 100%  Investment holding
Investment (Group) USS$1 each
Limited
Sinolink LPG Development BVI 1 share of 100%  Investment holding
Limited US$1 each
Sinolink LPG Investment BVI 1 share of 100%  Investment holding
Limited US$1 each
Sinolink Petrochemical BVI | share of 100%  Investment holding
Investment Limited US$1 each
Sinolink Power Investment BVI 1 share of 100%  Investment holding
Limited US$1 each
Sinolink Properties Hong Kong 10,000 ordinary 100%  Property agent
Agent Limited shares of HK$1 each
Sinolink Worldwide (HK) Hong Kong 10,000,000 ordinary 100%  Investment holding
Company Limited shares of HK$1 each
Weiyuan Panva Gas Co., PRC - RMB5,000,000 99.5%  The provision of
Ltd. Limited liability natural gas and
company related services
and gas pipeline
construction
Xiangtan Pan River PRC - RMB10,000,000 55%  Wholesaling and

retailing of LP
Gas
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Name

Place of Issued and
incorporation/  fully paid up

establishment share capital/

and operation registered capital

Indirectly-owned subsidiaries (continued)

Yangzi Petrochemical
Baijiang Energy
Resources Co., Ltd.
(*Yangzi Panva”)

Yangzhou YPC &
Panva Gas Co.,

Ltd.

Yiyang Pan River

Enterprises Co., Ltd.

Yongzhou Pan River

Enterprises Co., Ltd.

Ziyang Panva Gas
Co., Ltd.

Zunyi Pan River Gas
Co., Ltd.

PRC - US$7,230,000
Sino-foreign
equity joint

venture

PRC - RMB10,000,000
Limited liability
company

PRC - RMBS5,000,000

Sino-foreign
equity joint
venture

PRC - RMBS5,000,000
Sino-foreign
equity joint
venture

PRC - RMB9,890,000
Limited liability
company

PRC - RMB4,200,000
Limited liability
company

Proportion
of nominal
value of
issued
capital/
registered
capital held

50%
(Note 1)

55%

60%

60%

90%

50.10%

Principal
activities

Wholesaling and
retailing of LP
Gas

Wholesaling and
retailing of LP
Gas

Wholesaling and
retailing of LP
Gas

Wholesaling and
retailing of LP
Gas

The provision of
natural gas and
related services
and gas pipeline
construction

Wholesaling and
retailing of LP
Gas

Note 1: Yangzi Panva is a subsidiary of the Company because the Company has control over the board of

directors.

None of the subsidiaries had issued any debt securities at 31 December 2003 or at any time during
the year except from Panva Gas Holdings Limited which has issued HK$389,750,000 of convertible
bonds, in which the Group has no interest.
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19.

INTERESTS IN ASSOCIATES

Listed shares at cost

Share of net assets

Amounts due from associates
Loan to an associate

Goodwill on acquisition of an associate

Negative goodwill on acquisition of
an associate

Market value of listed shares

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$°000 HK$°000 HKS$°000 HKS$°000
- - 246,591 163,563
156,421 39,005 - -
- 10,908 - -
- 27,303 - -
49,942 52,666 - -
(21,811) - - -
184,552 129,882 246,591 163,563
138,801 83,542

The amounts due from associates are interest free and unsecured. The amount is classified under noncurrent

assets as the directors are of the opinion that they will not be repaid in the forthcoming year.

Details of movements of goodwill and negative goodwill on acquisition of associates are as follows:

COST
At beginning of the year
Acquired on purchase of an associate

At end of the year

AMORTISATION

At beginning of the year
Provided for the year
Released to income in the year

At end of the year

NET BOOK VALUES
At end of the year

At beginning of the year

GOODWILL NEGATIVE GOODWILL
2003 2002 2003 2002
HKS$000 HK$°000 HKS$’000 HKS$000
54,482 - - -
- 54,482 (22,759) -
54,482 54,482 (22,579) -
1,816 - - -
2,724 1,816 - -
- - 948 -
4,540 1,816 948 -
49,942 52,666 (21,811) .
52,666 - - -

The goodwill in 2002 represented the Group’s acquisition of Enerchina Holdings Limited. At date of

acquisition, HK$54,482,000 of goodwill had been arised. The amortisation period adopted for goodwill is 20 years.
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The negative goodwill in 2003 arose on the acquisition of an additional interest in Enerchina Holdings

Limited. The negative goodwill is released to income on a straight line basis of 20 years, being the remaining

weighted average useful life of the depreciable assets acquired.

20.

As at 31 December 2003, the Group had an interest in the following associate:

Proportion of

nominal
Place of value of
incorporation/ Issued and registered
establishment fully paid up capital held Principal
Name of associate and operation registered capital by the Group  activities
Enerchina Holdings Bermuda 762,762,968 33.70%  Investment
Limited (“Enerchina”) shares of holding
HKS$0.01 each
INVESTMENT IN SECURITIES
Held to maturity
debt securities Investment securities Other investments Total
2003 2002 2003 2002 2003 2002 2003 2002
HK$'000  HK$'000  HKS$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000
THE GROUP
Equity securities
Listed - Hong Kong - - - - 126 31,455 126 31,455
Unlisted - - 83,917 1,949 - - 83,917 1,949
- - 83,917 1,949 126 31,455 84,043 33,404
Debt securities
Unlisted 50,000 116,000 - - - - 50,000 116,000
Total
Listed - Hong Kong - - - - 126 31,455 126 31,455
Unlisted 50,000 116,000 83,917 1,949 - - 133,917 117,949
50,000 116,000 83,917 1,949 126 31,455 134,043 149,404
Market value of listed securities - - - - 126 31,455 126 31,455
Carrying amount analysed for
reporting purposes as:
Non-current - 116,000 83,917 1,949 - - 83,917 117,949
Current 50,000 - - - 126 31,455 50,126 31,455
50,000 116,000 83,917 1,949 126 31,455 134,043 149,404
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21.

22.

Held to maturity

debt securities Investment securities Total
2003 2002 2003 2002 2003 2002
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HKS$ 000
THE COMPANY
Debt securities
Unlisted 50,000 116,000 - - 50,000 116,000
Equity securities
Listed — Hong Kong - - - 5,512 - 5,512
50,000 116,000 - 5,512 50,000 121,512
Market value of listed
securities - - - 5,512 - 5,512
Carrying amount analysed
for reporting
purposes as:
Non-current - 116,000 - - - 116,000
Current 50,000 - - 5,512 50,000 5,512
50,000 116,000 - 5,512 50,000 121,512
STOCK OF PROPERTIES
THE GROUP
2003 2002
HK$’000 HK$°000
Properties under development for sale
Cost plus attributable profit less foreseeable losses 1,478,668 1,383,645
Less: Progress payments received - (1,929)
1,478,668 1,381,716
Stock of unsold properties 161,326 262,638
1,639,994 1,644,354
Included in stock of properties is interest capitalised of HK$119,132,000 (2002: HK$85,809,000).
INVENTORIES
THE GROUP
2003 2002
HK$’000 HK3$°000
At cost:
Gas fuel 23,442 11,512
Consumable stores 12,975 12,239
36,417 23,751
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23. TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing an average credit terms ranging from 0 to 180 days to its customers.
However, for the properties customers, general credit terms of up to 5 years are also allowed by the Group.
Included in trade and other receivables are trade receivables totalling from HK$193,176,000 (2002: HK$114,327,000),
the aged analysis of which is as follows:

THE GROUP

2003 2002
HK$’000 HK3$°000

Aged:
0 to 90 days 136,789 96,856
91 to 180 days 47,109 5,357
181 to 360 days 3,743 4,784
over 360 days 5,535 7,330
193,176 114,327
Less: Non-current portion - (1,269)
193,176 113,058

24. AMOUNT DUE FROM AN ASSOCIATE

The loan to associate is payable on demand and carries interests at the rate of 3% per annum semiannually.
The payment of the amount is secured by the shares of Sinolink Industrial Limited, the shares of Sinolink Electric
Power Co. Limited (“SEPCL”) and a letter of undertaking to be executed by SEPCL.

25. TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables of HK$126,235,000 (2002: HK$164,058,000), the
aged analysis of which is as follows:

THE GROUP
2003 2002
HK$’000 HK$’000

Aged:

0 to 90 days 108,256 140,461
91 to 180 days 2,203 121
181 to 360 days 1,836 804
over 360 days 13,940 22,672
126,235 164,058

26. AMOUNTS DUE TO SUBSIDIARIES

The balances are unsecured, interest free and repayable on demand.

217. AMOUNTS DUE FROM/TO MINORITY SHAREHOLDERS

These balances are unsecured, interest free and repayable on demand.
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28. BORROWINGS

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$°000
Bank loans
— secured 219,953 189,529 — —
— unsecured 516,770 522,950 - -
Other loans
— unsecured 972 - - -
Convertible note 125,000 206,600 - 81,600
Convertible bonds 372,016 - - -
1,234,711 919,079 - 81,600
The maturity of the above loans
is as follows:
On demand or within one year 669,056 14,599 - -
More than one year but not
exceeding two years 191,020 - - -
More than two years but not
exceeding five years 374,635 904,480 - 81,600
1,234,711 919,079 - 81,600
Less: Amount due within one year
shown under current
liabilities (669,056) (14,599) - -
Non-current portion 565,655 904,480 - 81,600

The interest rate paid on both bank and other loans during the year was based on prevailing markets rates.

During 2002, the convertible note due to a director, Mr. Ou Yaping, issued on 12 February 1999 was
converted into 134,592,000 shares of the Company at an adjusted conversion price of HK$0.41 per share.

During 2003, the convertible note due to a third party, Silvergrant International Industries Limited, issued
on 6 May 2002 was partly converted into 51,000,000 shares of the Company at a conversion price of HK$0.8 per
share. The outstanding unconverted principal amount of the note was redeemed during the year at par.

The remaining amount of HK$125,000,000, being the exchangeable note issued by a subsidiary of the
Company, will be exchangeable into shares of Panva Gas from the date of issue up to the second anniversary of the
date of issue. The outstanding unconverted principal amount of the note will be redeemed on 14 October 2004 at
par. Interest is payable at 2% per annum.

The convertible bonds were issued on 23 April 2003 by a subsidiary of the Company. The bonds are

convertible into shares of Panva Gas on or after 7 June 2003 and up to 9 April 2008. The outstanding unconverted
principal amount of the bonds will be redeemed on 23 April 2008 at 108.119%. Interest of 2% is paid per annum.
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29.

SHARE CAPITAL

Number of shares Share capital
2003 2002 2003 2002
HK$’000 HK$’000
Authorised:
Shares of HK$0.1 each
Balance as at 1 January
and as at 31 December 4,800,000,000 4,800,000,000 480,000 480,000
Issued and fully paid:
Balance as at 1 January 1,849,437,000 1,672,000,000 184,944 167,200
Share options exercised
(note 35) 10,571,000 42,845,000 1,057 4,285
Warrants exercised 27,200 - 3 -
Convertible note converted 51,000,000 134,592,000 5,100 13,459
Balance as at 31 December 1,911,035,200 1,849,437,000 191,104 184,944
Notes:

During 2002, the subscription rights attached to 15,950,000 shares, 26,675,000 shares and 220,000 share
option were exercised at subscription prices of HK$0.33, HK$0.41 and HK$0.5 per share respectively
resulting in the issue of 42,845,000 shares of HK$0.1 each in the Company for a total cash consideration
before expenses of HK$16,310,250.

On 8 February 2002, a convertible note of HK$55,183,000 was converted into 134,592,000 shares of
HKS$0.1 each in the Company at the price of HK$0.41.

During 2003, the subscription rights attached to 7,051,000, 3,300,000 and 220,000 share options were
exercised at subscription prices of HK$0.33, HK$0.41 and HK$0.50 per share respectively resulting in the
issue of 10,571,000 shares of HK$0.1 each in the Company for a total cash consideration before expenses
of HK$3,789,830.

On 26 March 2003, a convertible note of HK$40,800,000 was converted into 51,000,000 shares of HK$0.1
each in the Company at the price of HK$0.80.

All the shares which were issued during the year rank pari passu with the then existing shares in all
respects.
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30.

RESERVES

THE GROUP
At 1 January 2002
Exchange rate
adjustment not
recognised in the
income statement
Realised on disposal
of a subsidiary
Shares issued at premium
Transfer from profit
and loss account
Profit for the year
Dividend

At 31 December 2002

Exchange rate
adjustment not
recognised in the
income statement

Shares issued at premium

Addition during the year

Realised on disposal of
subsidiaries

Realised on partial
disposal of a subsidiary

Realised on disposal of
an associate

Transfer from profit
and loss account

Profit for the year

Dividend

At 31 December 2003

Share Properties

premium revaluation Translation ~ Goodwill ~ General ~ Capital Contributed ~Retained

account  reserve  reserve  reserve  reserve  reserve  surplus profits Total
HK$'000  HK$’000 HK$'000 HK$'000  HK$'000 HKS$'000 HK$'000 HKS$'000  HKS'000
278,653 19,462 (5,710) (59200 57,722 858 368,202 395233 1,108,560
- - (211) - - - - - (211)
- (10,611 (294) 8,511 (3.821) (77) (480) - (6,772)
53,749 - - - - - - - 53,749
- - - - 6,130 - - (6,130) -

- - - - - - - 294429 294429
- - - - - - - (55483)  (55.483)
332,402 8,851 (6,215) 2,591 60,031 781 367,782 628,049 1,394,272
- - - - - - - (7124)
38,457 - - - - - - - 38,457
- - 122 - 483 - - - 605
- (64) (19 - (75) R - - (126)
- (994) 260 81 (878) (301) - - (1,832)
- (5,323) (309) - (3,165) (58) - - (8,855)

- - - - 958 - - (958) -

- - - - - - - 778,050 778,050
- - - - - - - (57.216)  (57.276)
370,859 2470 (6,885) 2,672 57,354 454 367,782 1,347,865 2,142,571
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Share
premium Contributed Retained
account surplus profits Total

HK$’000 HK$’000 HK$’000 HK$’000
THE COMPANY
At 1 January 2002 278,653 572,173 19,995 870,821
Premium arising on issue of shares 53,749 - - 53,749
Profit for the year - - 94,722 94,722
Dividend - - (55,483) (55,483)
At 31 December 2002 332,402 572,173 59,234 963,809
Premium arising on issue of shares 38,457 - - 38,457
Profit for the year — - 46,024 46,024
Dividend - - (57,276) (57,276)
At 31 December 2003 370,859 572,173 47,982 991,014

Included in the above are the Group’s share of post-acquisition reserves of its associate as follows:

Accumulated

loss

HK$’000
At 1 January 2003 (26,783)
Profit for the year, accumulated 5,981
Eliminated on disposal (4,194)
At 31 December 2003 (24,996)

The contributed surplus of the Group represents the difference between the nominal value of the shares of
the acquired subsidiaries and the nominal value of the Company’s shares issued for the acquisition at the time of
the group reorganisation prior to the listing of the Company’s shares in 1998.

The contributed surplus of the Company represents the differences between the consolidated shareholders’
funds of the subsidiaries at the date at which they were acquired by the Company, and the nominal amount of the
Company’s shares issued for the acquisition at the time of the group reorganisation prior to the listing of the
Company’s shares in 1998.

The general reserve represents the Enterprise Expansion Fund and General Reserve Fund set aside by
certain subsidiaries in accordance with the relevant laws and regulations of the PRC, which are not available for
distribution.

The capital reserve represents the contribution from the minority shareholders of the subsidiaries waived.

Under the Companies Act 1981 of Bermuda, the contributed surplus account of the Company is available
for distribution. However, the Company cannot declare or pay a dividend, or make a distribution out of contributed

surplus if:

(a) it is, or would after the payment be, unable to pay its liabilities as they become due; or
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(b) the realisable value of its assets would thereby be less than the aggregate of its liabilities and its
issued share capital and share premium accounts.

In the opinion of the directors, the Company’s reserves available for distribution to shareholders are as
follows:

2003 2002

HK$’000 HK$°000

Contributed surplus 572,173 572,173
Retained earnings 47,982 59,234
620,155 631,407

31. DISPOSAL OF SUBSIDIARIES

During 2003 the Group disposed of four subsidiaries, [-Happy Profit Limited, Nanling Pan River LPG Co.,
Ltd., Shenzhen Weikong Decorate Engineering Co., Ltd. and Wuhu Pan River Jiangbei Enterprises Co., Ltd.. Their
net assets at the date of disposal and at 31 December 2003 were as follows:

As referred to note 10, on 6 May 2002 the Group discontinued its electricity supply operations at the time
of disposal of its subsidiary, Sinolink Industrial to Enerchina.

2003 2002
HK$’000 HK$’000
Net (liabilities) assets disposed of:
Property, plant and equipment 1,847 284,886
Interests in associate - 564
Inventories 772 15,073
Trade receivables 100 9,613
Bank balances and cash 21 83,479
Other receivables, deposits and prepayments 10,672 3,518
Investments in securities 18,073 -
Trade payables (1,438) (7,028)
Other payables and accruals (1,311) (20,167)
Loan from a minority shareholder of a subsidiary - (27,301)
Shareholder’s loan - (137,902)
Tax payable - (483)
Bank borrowings - (174,144)
Minority interests (178) (31,238)
28,558 (1,130)
Realisation of reserves on disposal:

Properties revaluation account (64) (10,611)
Translation reserve (19) (294)
Goodwill reserve - 8,511
General reserve (75) (3,821)
Capital reserve 32 (77)
Contributed surplus - (480)
28,432 (7,902)
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2003 2002
HK$’000 HK$’000
Deferred gain on disposal - 77,000
Unrealised gain on disposal - 68,987
(Loss) gain on disposal (13,569) 84,048
Total consideration 14,863 222,133
Satisfied by:

Cash consideration 14,863 163,035
Debt assignment - (137,902)
Loan - 197,000
14,863 222,133

Net cash inflow (outflow) arising on disposal:
Cash received 14,863 163,035
Bank balance and cash disposed of 21) (83,479)
14,842 79,556

According to the sale and purchase agreement dated 8 March 2002 (“Agreement”), the Group guaranteed
Enerchina, approximately RMB 135,000,000 of profit in respect of a subsidiary of Sinolink Industrial, Fuhuade for
the two years ending 31 December 2003. Since the profit guarantee of Fuhuade was met at the balance sheet date,
the deferred gain was released to income during the year. According to the Agreement, the balance of
HK$197,000,000 is payable on demand. During 2003, HIK$122,000,000 was settled in cash.

On 6 May 2002, the Group acquired 29.99% of Enerchina which then became an associate of the Group.

Accordingly, part of the gain on disposal of Sinolink Industrial became unrealised until the interest in Enerchina is
disposed of.
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32. ACQUISITION OF SUBSIDIARIES

During the year, the Group acquired 100%, and 90% of the registered capital of Lezhi Panva Gas Co., Ltd.
and Pingchang Panva Gas Co., Ltd. respectively. Both acquisitions have been accounted for by the acquisition
method of accounting. The amount of negative goodwill arising as a result of the acquisitions was HK$1,195,000
and HK$5,759,000, respectively.

2003 2002
HK$’000 HK$’000
Net assets acquired:
Property, plant and equipment 82,854 77,729
Other investments 2,010 344
Inventories 2,092 126
Trade receivables 288 782
Other receivables, deposits and prepayments 24,188 1,386
Bank and cash balances 543 1,033
Trade payables (2,077) (3,119)
Other payables and accruals (51,634) (34,960)
Short term borrowings (4,902) (660)
Long term borrowings (25,678) -
Minority interests (1,273) (1,282)
26,411 41,379
Goodwill - 2,461
Negative goodwill (6,954) (9,485)
Total consideration 19,457 34,355
Satisfied by
Cash paid 15,716 34,355
Payable 3,741 -
19,457 34,355
Net cash outflow arising on acquisition:
Cash consideration (15,716) (34,355)
Bank balances and cash acquired 543 1,033
(15,173) (33,322)

The subsidiaries acquired during the year contributed HK$79,027,000 to the Group’s turnover and
HK$63,966,000 to the Group’s profit from operations.

33. MAJOR NON-CASH TRANSACTIONS

On 26 March 2003, convertible note of HK$40,800,000 was converted into 51,000,000 shares of HK$0.10
each in the Company. The new shares rank pari passu with the existing shares in all aspects.
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34. RELATED PARTY TRANSACTIONS

The following is a summary of significant related party transactions carried out during the year:

2003 2002
HKS$’000 HK$’000
Skillful Assets Limited (Notes a & b)
— Rental paid thereto (Note c) 996 1,047
Mr. Ou Yaping (Note a)
— Convertible note interest paid thereto (Note d) - 287
Enerchina
— Interest received therefrom (Note d) 4,456 3,886
— Office expenses received therefrom 788 —
Notes:
a. Transactions with these related parties are regarded as connected transactions as set out in Chapter
14 of the Listing Rules of the Stock Exchange.
b. A company controlled by Mr. Ou Yaping and of which Mr. Ou Yaping is a director.
c. Rental expenses were determined by the directors based on the directors’ estimates of fair market
value.
d. The interest expense was determined in accordance with the loan agreement. The interest rate is 5%

per annum for the convertible note and 3% per annum for the loan from Enerchina.

35. SHARE OPTION

The Company’s share option schemes were adopted pursuant to the resolutions passed on 11 May 1998 (the
“0Old Scheme”) and on 24 May 2002 (the “New Scheme”) for providing incentives to directors and eligible
employee and unless otherwise cancelled or amended. The New Scheme will expire on 23 May 2012. The Old
Scheme was terminated on 24 May 2002. Under the Old Scheme and the New Scheme, the Board of Directors of
the Company may grant options to eligible employees, including executive directors of the Company, any of its
subsidiaries, to subscribe for shares in the Company.

The following tables disclose details of the Company’s share options held by employees (including directors)
holdings during the year:

Outstanding Outstanding

at beginning Granted Exercised Lapsed at end

Option type of year during year during year during year of year
For the year ended

31 December 2003 48,371,000 — 10,571,000 2,650,000 35,150,000
For the year ended

31 December 2002 103,796,000 45,800,000 42,845,000 58,380,000 48,371,000
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Details of share options held by the Company’s directors during the year are as follows:

2003 2002

At 1 January 33,850,000 86,900,000
Granted during the year - 27,800,000
Exercised during the year (6,050,000) (36,850,000)
Lapsed during the year - (44,000,000)
27,800,000 33,850,000

No charge is recognised in the income statement in respect of the value of share options granted.
Total consideration received during the year was Nil (2002: HK$56).

Details of share options granted during the year are as follows:

2003 2002
Expiry date - 01.09.2004 to 23.04.2006
Exercise price - HK$0.67 to HK$0.81
Aggregate proceeds if shares are issued - HK$32,226,000
Details of share options exercised during the year are as follows:
2003 2002
Expiry date 01.01.2004 to 01.06.2006 03.09.2002 to 01.06.2006
Exercise price HK$0.33 to HK$0.50 HK$0.33 to HK$0.50
Aggregate issue proceeds HK$3,789,830 HK$16,310,000
As at 31 December 2003, details of options are as follows:
Expiry date Exercise price 2003 2002
“in the money” 03.09.2002 HK$0.41 to HK$0.50 - 330,000
to 01.01.2004
01.09.2004 HK$0.33 to HK$0.67 20,700,000 -
to 01.01.2005
01.01.2005 HK$0.33 to HK$0.41 - 12,441,000
to 01.06.2006
03.04.2005 HK$0.67 14,450,000 -
to 01.12.2005
“out of money” 01.09.2004 HK$0.67 to HK$0.81 - 35,600,000
to 23.04.2006
35,150,000 48,371,000
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The share prices on the dates of exercise of options on 18 June 2003, 29 July 2003, 3 October 2003, 29
October 2003 and 28 November 2003 were HK$0.60, HK$0.60, HK$0.74, HK$0.85 and HK$0.92 respectively.

The share prices on the dates of issue of shares upon exercise of options on 18 June 2003, 29 July 2003, 3
October 2003, 29 October 2003 and 28 November 2003 were HK$0.60, HK$0.60, HK$0.74, HK$0.85 and HK$0.92
respectively.

36. RETIREMENT BENEFITS SCHEME

The Group provides a provident fund scheme for its Hong Kong employees and the scheme is funded by
contributions from employers and employees. The amount of the Group’s contributions is based on a specified
percentage of the basic salary of the employees concerned. Forfeited contributions in respect of unvested benefits
of employees leaving the scheme prior to benefits being vested are used to reduce the Group’s ongoing contributions.

Moreover, pursuant to the relevant PRC regulations, relevant subsidiaries are required to contribute amounts
ranging from approximately 7 to 25 per cent. of the aggregate staff wages to certain defined contribution retirement

benefits schemes for the Group’s employees in the PRC.

Details of the contributions made by the Group during the year are as follows:

THE GROUP
2003 2002
HK$’000 HK$°000
Group contributions to staff provident fund 5,495 5,925
Forfeited contributions utilised - (33)
Net contributions charged to operating profit 5,495 5,892

Un-utilised forfeited contributions

With the implementation of the Mandatory Provident Fund (“MPF”) Schemes Ordinance on 1 December
2000 in Hong Kong, the Group also participates in master trust MPF schemes operated by independent service
providers. Mandatory contributions to these MPF schemes are made by both the employees and the Group at 5% of
the employees’ monthly relevant income capped at HK$20,000. As the Group’s retirement schemes in Hong Kong
are non MPF-exempt recognised occupational retirement schemes (“ORSO schemes”), all the existing members
have to lapse their ORSO schemes and participate in the MPF schemes from 1 December 2000.
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37. CONTINGENT LIABILITIES

THE GROUP
2003 2002
HKS$’000 HK$’000
Guarantees given to banks as security for the mortgage
Loans arranged for the purchasers of the Group’s properties 17,256 254,546
Corporate guarantee given to a bank to secure bank
borrowings granted to an associate — 279,701

THE COMPANY

2003 2002
HK$’000 HK$’000
Corporate guarantee given to a bank to secure general
banking facilities granted to a subsidiary 514,500 514,500
38. CAPITAL COMMITMENTS
THE GROUP
2003 2002
HK$’000 HK$’000
Commitments in respect of properties under development:
— authorised but not contracted for 881,292 1,429,652
— contracted for but not provided in the financial statements 538,266 110,607
1,419,558 1,540,259
Commitments in respect of interest in subsidiaries
contracted for but not provided in the financial statements 186,361 87,618
1,605,919 1,627,877

The Company had no capital commitments at the balance sheet date.
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39. LEASE COMMITMENTS

At the balance sheet date, the Group had contracted with tenants for future minimum lease receipts in
respect of land and buildings under non-cancellable operating leases which expire as follows:

THE GROUP
2003 2002
HKS$’000 HK$’000
Within one year 336 225
In the second to fifth year inclusive 540 2
Over five years 306 -
1,182 227

The properties held have committed tenants for periods up to nine years after the balance sheet date.

At the balance sheet date, the Group and the Company had the following outstanding commitments in
respect of land and buildings under non-cancellable operating leases which expire as follows:

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000
Within one year 5,712 7,739 1,105 1,560
In the second to fifth years inclusive 12,774 11,634 - 845
Over five years 18,719 20,724 - -
37,205 40,097 1,105 2,405

The operating leases are negotiated for terms up to 30 years.
40. PLEDGE OF ASSETS

The Group has pledged its land held under medium term leases included in the properties under development
for sale, having a net book value of approximately HK$388,030,000 (2002: HK$388,030,000) to secure general
banking facilities granted to a subsidiary of the Company.

In addition, the Group had pledged property, plant and equipment having a net book value amounting to

approximately HK$43,963,000 (2002: HK$8,135,000) to secure bank loans granted to the subsidiaries of the
Company.
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41. POST BALANCE SHEET EVENT

On 8 January 2004, Kenson Investment Limited, a wholly owned subsidiary of the Company, subscribed for
155,200,000 new shares of Panva Gas. Upon completion of the subscription, the Group increased its interests in
Panva Gas from 56.94% to 63.59%.

In January 2004, Panva Gas, a subsidiary of the Group signed a formal agreement with the Municipal
Government of the municipality of Yuechi, Sichuan Province of the PRC for the acquisition of a 90% interest in
Yuechi Natural Gas Company at a consideration of HK$34,612,000.

On 5 February 2004, the Group entered into an agreement with € Il & 4 6 1 B} 52 B 25 47 B 2> 7l and #&
% " where the Group has agreed to dispose the entire issued share capital of & JIl ] /0> 5 B 2645 FR 28 =] (<R Y11
> 557), a subsidiary of the Company with 82% equity interest for a consideration of approximately HK$66,188,000.
The consideration for the disposal was determined, after arm’s length negotiations with the reference to the
registered capital of V&Yl 0> 5 and costs incurred for the property under development on land held in Dameisha
in Shenzhen. A gain on disposal of HK$3,898,000 was resulted.

On 14 April 2004, Enerchina completed an open offer of two offer shares for every existing share held.
Smart Orient Investments Limited, a wholly owned subsidiary of the Company, acted as the underwriter of the
open offer. A total of 1,525,525,936 shares were issued as a resulting raising approximately HK$610,210,000.
Upon completion of the subscription, the Group increased its interests in Enerchina from 33.70% to 37.10%.
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I. FINANCIAL INFORMATION

Set out below are the audited financial information of Kenson for the three years ended 31 December

2004 as extracted from the accountants’ report of Kenson for the relevant years as included in the circular

issued by Enerchina dated 17 May 2005.

Income statements

Turnover
Administrative expenses

Loss from operations

Interest on exchangeable note wholly
repayable within five years

Gain on partial disposal of
investment in a subsidiary

Gain on partial disposal of
investment in an associate

Net profit (loss) for the year

Dividend

Notes
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Year ended 31 December

2002 2003 2004
HK$°000 HK$’000 HKS$’000
(45) (1;) (15;)

(40) (14) (153)

(705) (2,500) (2,298)
119,478 _ _
_ - 149,297
118,733 (2,514) 146,846
100,000 _ _
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Balance sheets

As at 31 December

2002 2003 2004
Notes HK$’000 HK$’000 HK$’000
Non-current assets
Investment in a subsidiary 9 56,625 - -
Investment in an associate 10 - 56,625 50,294
56,625 56,625 50,294
Current asset
Amount due from immediate
holding company 11 151,613 149,096 239,561
Current liabilities
Accrued charges 430 427 215
Exchangeable note — amount due
within one year 12 - 125,000 -
430 125,427 215
Net current assets 151,183 23,669 239,346
Non-current liability
Exchangeable note — amount due
after one year 12 125,000 — 62,500
82,808 80,294 227,140
Capital and reserves
Share capital 13 - - -
Reserves 82,808 80,294 227,140
82,808 80,294 227,140
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Statements of changes in equity

Share Capital Accumulated
capital reserve (loss) profits Total
HK$’000 HK$°000 HK$’000 HK$’000
(Note 14)

At 1 January 2002 - 64,100 (25) 64,075

Net profit for the year - - 118,733 118,733

Dividend - - (100,000) (100,000)
At 31 December 2002

and 1 January 2003 - 64,100 18,708 82,808

Net loss for the year - - (2,514) (2,514)
At 31 December 2003

and 1 January 2004 - 64,100 16,194 80,294

Net profit for the year - - 146,846 146,846

At 31 December 2004 - 64,100 163,040 227,140
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Cash flow statements

Year ended 31 December

2002 2003 2004
HK$°000 HK$’000 HK$’000
OPERATING ACTIVITIES
Net profit (loss) for the year 118,733 (2,514) 146,846
Adjustments for:
Interest expense 705 2,500 2,298
Gain on partial disposal of investment
in a subsidiary (119,478) - -
Gain on partial disposal of investment
in an associate - - (149,297)
Operating cash flows before movements in
working capital (40) (14) (153)
Increase (decrease) in accrued charges 425 3) (212)
NET CASH FROM (USED IN) OPERATING
ACTIVITIES 385 17) (365)
INVESTING ACTIVITIES
Proceeds from partial disposal of investment
in a subsidiary 124,551 — —
Proceeds from partial disposal of investment
in an associate - - 155,628
(Advances to) repayment from immediate
holding company (124,936) 17 (155,263)
Net cash (used in) from investing activities (385) 17 365

CHANGE IN CASH AND CASH
EQUIVALENTS - - -

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR - — _

CASH AND CASH EQUIVALENTS AT END
OF THE YEAR - - -
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II. NOTES TO THE FINANCIAL INFORMATION

1. GENERAL

The ultimate holding company of Kenson is Asia Pacific Promotion Limited, a private limited company
incorporated in the BVI. The immediate holding company of Kenson is Sinolink Worldwide Holdings Limited
(“Sinolink™), a company which is incorporated in Bermuda. Sinolink and its subsidiaries are hereinafter collectively
referred to as “Sinolink Group”.

The principal activity of Kenson is investment holding. Its subsidiary and associate are principally engaged
in the sale and distribution of liquefied petroleum gas and natural gas and construction of gas pipelines.

2. POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the HKICPA issued a number of new or revised Hong Kong Accounting Standards (“HKASs”) and
Hong Kong Financial Reporting Standards (“HKFRSs”) (hereinafter collectively referred to as “new HKFRSs”)
which are effective for accounting periods beginning on or after 1 January 2005. Kenson has not early adopted
these new HKFRSs in the Financial Information for the Relevant Periods.

Kenson has commenced considering the potential impact of these new HKFRSs but is not yet in a position
to determine whether these new HKFRSs would have a significant impact on how its results of operations and
financial position are prepared and presented. These new HKFRSs may result in changes in the future as to how the
results and financial position are prepared and presented.

3. SIGNIFICANT ACCOUNTING POLICIES

The Financial Information has been prepared under the historical cost convention and in accordance with
accounting principles generally accepted in Hong Kong. The principal accounting policies adopted are as follows:

Investment in a subsidiary

Investment in a subsidiary is included in Kenson’s balance sheet at cost less any identified impairment
loss.

Investment in an associate

Investment in an associate is included in Kenson’s balance sheet at cost, less any identified impairment
loss. The result of an associate is accounted for by Kenson on the basis of dividend received and receivable
during the year.

Impairment

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

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, such that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is recognised as income immediately.
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Exchangeable note

An exchangeable note is regarded as liability until conversion actually occurs.

Taxation

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

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

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amount of assets and liabilities in the Financial Information and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises
from initial recognition (other than in a business combination) of assets and liabilities in a transaction that

affects neither the taxable profit nor the accounting profit.

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

the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is charged or credited to the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in

equity.
Foreign currencies

Transactions in foreign currencies are translated at the approximate rates ruling on the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are re-translated at the rates
ruling on the balance sheet date. Gains and losses arising on exchange are included in net profit and loss
for the year.

4. SEGMENT INFORMATION

Kenson is solely engaged in investment holding, accordingly no business or geographical segment analysis

is presented.

5. LOSS FROM OPERATIONS

Year ended 31 December

2002 2003 2004
HKS$’000 HKS$’000 HK$’000
Loss from operations has been arrived at
after charging:
Auditors’ remuneration 5 5 5

Staff costs including directors’ remuneration — — —
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6. TAXATION

No provision for Hong Kong Profits Tax has been made in the Financial Information as Kenson’s income
neither arises in, nor is derived from, Hong Kong during the Relevant Periods.

No provision for deferred taxation has been made in the Financial Information as there were no significant
temporary differences arising during the Relevant Periods or at the respective balance sheet dates.

7. DIVIDEND

During the year ended 31 December 2002, Kenson paid an interim dividend of HK$100,000,000 to its sole
shareholder.

No dividend was paid by Kenson for the year ended 31 December 2003 and 31 December 2004 respectively.
8. EARNINGS/LOSS PER SHARE

No earnings/loss per share information is presented as its inclusion, for the purpose of this report, is not
considered meaningful.

9. INVESTMENT IN A SUBSIDIARY
As at 31 December
2002 2003 2004
HK$’000 HK$’000 HK$°000
Listed shares, at cost 56,625 - -
Market value of listed shares 1,180,571 - -

At 31 December 2002, Kenson directly held 70.95% of the total issued share capital of Panva Gas Holdings
Limited (“Panva Gas”).

Panva Gas is incorporated in the Cayman Islands as an exempted company with limited liabilities and its
shares are listed on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited. Panva Gas and
its subsidiaries are principally engaged in the sale and distribution of liquefied petroleum gas and natural gas and
construction of gas pipelines.
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10. INVESTMENT IN AN ASSOCIATE

As at 31 December

2002 2003 2004

HK$’000 HK$’000 HK3$°000

Listed shares, at cost - 56,625 50,294
Market value of listed shares - 1,727,926 1,325,012

Pursuant to an agreement dated 4 December 2003 in relation to the placing of certain shares of Panva Gas,
and another agreement on the same date in relation to the subscription of the same amount of shares of Panva Gas
which was approved on 5 January 2004, Kenson’s shareholding in Panva Gas decreased to 45.95% following the
above placing and subscription arrangement. Accordingly, the investment in Panva Gas was classified as investment
in an associate as at 31 December 2003.

At 31 December 2004, Kenson holds 40.47% of the total issued share capital of Panva Gas.
11. AMOUNT DUE FROM IMMEDIATE HOLDING COMPANY
The amount is unsecured, interest free and has no fixed repayment terms.
12. EXCHANGEABLE NOTE
As at 31 December
2002 2003 2004

HK$°000 HKS$’000 HK$’000

Amount due within one year - 125,000 -
Amount due after one year 125,000 - 62,500

125,000 125,000 62,500

The exchangeable note as at 31 December 2002 and 2003 would be exchangeable into shares of Panva Gas
from the date of issue up to the second anniversary of the date of issue. The outstanding unconverted principal
amount of the note would be redeemed on 31 October 2004 at par. Interest was payable at 2% per annum.

During the year ended 31 December 2004, a principal amount of HK$62,500,000 of the exchangeable note
was repaid upon maturity and the remaining principal amount of HK$62,500,000 was replaced by the issuance of
another new HK$62,500,000 exchangeable note with maturity on 30 October 2006. The new exchangeable note
will be exchangeable into shares of Panva Gas from the date of issue up to the second anniversary of the date of
issue on 30 October 2006. Interest is payable at 2% per annum.

Sinolink Group has given guarantees to the holder of the exchangeable note issued by Kenson.
13. SHARE CAPITAL

The authorised share capital of Kenson as at the respective balance sheet dates amounting to US$50,000,
representing 50,000 shares of US$1 each. The issued and fully paid share capital of Kenson as at the respective

balance sheet dates amounting to US$1, representing 1 share of US$1 each.

There were no changes in Kenson’s authorised, issued and fully paid share capital during the Relevant
Periods.
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14. CAPITAL RESERVE

The amount represented the capitalisation of shareholder’s loan by Sinolink upon the allotment and issue of
Panva Gas’s shares, credited as fully paid, to Kenson at the time of group reorganisation prior to the listing of
Panva’s shares in 2001.

15. MAJOR NON-CASH TRANSACTIONS

During the years ended 31 December 2002, 31 December 2003 and 31 December 2004, the following
significant transactions were settled through the current account with immediate holding company:

(a) interest payable of HK$705,000, HK$2,500,000 and HK$2,298,000 respectively;
(b) dividend payable of HK$100,000,000, nil and nil respectively;
(c) proceeds from the issue of an exchangeable note of HK$125,000,000, nil and nil respectively and

(d) repayment of an exchangeable note of nil, nil and HK$62,500,000 respectively.

III. DIRECTORS’ REMUNERATION

No remuneration has been paid or is payable in respect of the Relevant Periods referred to in this
report by Kenson to the directors of Kenson.

As at 31 December 2004, Kenson did not have any employment contracts with the directors of
Kenson.

IV. SUBSEQUENT EVENT

An interim dividend of HK$163,000,000 was approved by the directors of Kenson and paid on 31
January 2005.

V. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by Kenson in respect of any period subsequent
to 31 December 2004.
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I. FINANCIAL INFORMATION

Set out below are the audited financial information of Supreme All for the three years ended 31
December 2004 as extracted from the accountants’ report of Supreme All for the relevant years as
included in the circular issued by Enerchina dated 17 May 2005.

Income statements

Year ended 31 December

2002 2003 2004

Notes HK$’000 HK$’000 HK$’000

Turnover 4 3,000 2,811 —
Other operating income - 8 -
Administrative expenses 9) 9) 9)
Net profit (loss) for the year 6 2,991 2,810 9)
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Balance sheets

As at 31 December

2002 2003 2004
Notes HK$’000 HK$’000 HK$’000
Non-current assets
Investments in securities 9 100,000 100,000 100,000
Current asset
Interest receivable from a fellow
subsidiary 10 2,260 — —
Current liabilities
Accrued charges 5 5 5
Net current assets (liabilities) 2,255 (5) (5)
Non-current liability
Amount due to immediate
holding company 11 97,044 91,974 91,983
5,211 8,021 8,012
Capital and reserves
Share capital 12 - - -
Accumulated profits 5,211 8,021 8,012
5,211 8,021 8,012
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Statements of changes in equity

Share Accumulated

capital profits Total

HK$’000 HK$’000 HK$’000

At 1 January 2002 - 2,220 2,220
Net profit for the year - 2,991 2,991
At 31 December 2002 and 1 January 2003 - 5,211 5,211
Net profit for the year - 2,810 2,810
At 31 December 2003 and 1 January 2004 - 8,021 8,021
Net loss for the year - 9) 9)
At 31 December 2004 — 8,012 8,012
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II. NOTES TO THE FINANCIAL INFORMATION

1. GENERAL

The ultimate holding company of Supreme All is Asia Pacific Promotion Limited, a private limited company
incorporated in the BVI. The immediate holding company of Supreme All is Sinolink Worldwide Holdings Limited,
a company which is incorporated in Bermuda.

The principal activity of Supreme All is investment holding.

2. POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the HKICPA issued a number of new or revised Hong Kong Accounting Standards (“HKASs”) and
Hong Kong Financial Reporting Standards (“HKFRSs”) (hereinafter collectively referred to as “new HKFRSs”)
which are effective for accounting periods beginning on or after 1 January 2005. Supreme All has not early adopted
these new HKFRSs in the Financial Information for the Relevant Periods.

Supreme All has commenced considering the potential impact of these new HKFRSs but is not yet in a
position to determine whether these new HKFRSs would have a significant impact on how its results of operations
and financial position are prepared and presented. These new HKFRSs may result in changes in the future as to
how the results and financial position are prepared and presented.

3. SIGNIFICANT ACCOUNTING POLICIES

The Financial Information has been prepared under the historical cost convention and in accordance with
accounting principles generally accepted in Hong Kong. The principal accounting policies adopted are as follows:

Revenue recognition

Income from investments is recognised when Supreme All’s right to receive payment has been
established.

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

Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at cost.

At subsequent reporting dates, debt securities that the Supreme All has the expressed intention and
ability to hold to maturity (held-to-maturity debt securities) are measured at amortised cost, less any
impairment loss recognised to reflect irrecoverable amounts. The annual amortisation of any discount or
premium on the acquisition of a held-to-maturity security is aggregated with other investment income
receivable over the term of the instrument so that the revenue recognised in each period represents a
constant yield on the investment.

Investment securities, which are securities held for an identified long-term strategic purpose, are
measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other than

temporary.

Other investments are measured at fair values, with unrealised gains and losses included in net
profit or loss for the year.
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Impairment

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

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, such that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is recognised as income immediately.

Taxation

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

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

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

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability
is settled or the asset is realised. Deferred tax is charged or credited to the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity.

Foreign currencies

Transactions in foreign currencies are translated at the approximate rates ruling on the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are re-translated at the rates
ruling on the balance sheet date. Gains and losses arising on exchange are included in net profit and loss
for the year.

4. TURNOVER AND SEGMENT INFORMATION

Turnover represents income from investing activities received and receivable during the Relevant Periods.

Supreme All is solely engaged in investment holding, accordingly no business or geographical segment
analysis is presented.
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5. TAXATION

No provision for Hong Kong Profits Tax has been made in the Financial Information as Supreme All’s
income neither arises in, nor is derived from, Hong Kong during the Relevant Periods.

No provision for deferred taxation has been made in the Financial Information as there were no significant
temporary differences arising during the Relevant Periods or at the respective balance sheet dates.

6. NET PROFIT (LOSS) FOR THE YEAR

Year ended 31 December

2002 2003 2004
HK$°000 HKS$’000 HK$’000
Net profit (loss) for the year has been arrived
at after charging:
Auditors’ remuneration 5 5 5
Staff costs including directors’ remuneration - - -
and after crediting:
Interest income 3,000 2,811 -

7. DIVIDEND

No dividend was paid or declared by Supreme All during the Relevant Periods.

8. EARNINGS/LOSS PER SHARE

No earnings/loss per share information is presented as its inclusion, for the purpose of this report, is not
considered meaningful.

9. INVESTMENTS IN SECURITIES
As at 31 December
2002 2003 2004
HK$’000 HK$’000 HK$’000
Unlisted debt securities, at cost (Note a) 100,000 - -
Listed shares, at cost (Note b) - 100,000 100,000
100,000 100,000 100,000
Market value of listed shares - 682,203 588,983

- 138 -



APPENDIX III FINANCIAL INFORMATION RELATING TO SUPREME ALL

Notes:

(a) The debt securities represented investment in a convertible note issued by Panva Gas Holdings
Limited (“Panva Gas”), a fellow subsidiary of Supreme All.

The convertible note was convertible into shares of Panva Gas from the date of issue of 4 April
2001 up to the third anniversary of the date of issuance. The conversion price at which each share
would be issued upon conversion was HK$0.59 per share of Panva Gas (adjusted to account for the
effect of bonus issue of shares of Panva Gas). The outstanding unconverted principal amount of the
note would be redeemed on 1 April 2004 at par. Interest was receivable at 3% per annum.

During the year ended 31 December 2003, Supreme All converted its convertible note into shares of
Panva Gas.

(b) The listed shares represented Supreme All’s minority stakes of approximately nil, 18% and 18% of
the issued share capital of Panva Gas as at 31 December 2002, 31 December 2003 and 31 December
2004 respectively. Panva Gas is incorporated in the Cayman Islands as an exempted company with
limited liabilities and its shares are listed on the Growth Enterprise Market of The Stock Exchange
of Hong Kong Limited. Panva Gas and its subsidiaries are principally engaged in the sale and
distribution of liquefied petroleum gas and natural gas and construction of gas pipelines.

10. INTEREST RECEIVABLE FROM A FELLOW SUBSIDIARY
The amount was unsecured, interest free and settled in 2003.
11. AMOUNT DUE TO IMMEDIATE HOLDING COMPANY

The amount is unsecured, interest free and has no fixed repayment terms. Since the amount will not be
repayable within one year, it is shown in the balance sheet as a non-current liability.

12. SHARE CAPITAL

The authorised share capital of Supreme All as at the respective balance sheet dates amounting to US$50,000,
representing 50,000 shares of US$1 each. The issued and fully paid share capital of Supreme All as at the
respective balance sheet dates amounting to US$1, representing 1 share of US$1 each.

There were no changes in Supreme All’s authorised, issued and fully paid share capital during the Relevant
Periods.

13. MAJOR NON-CASH TRANSACTIONS

No cash flow statement is presented in the Financial Information as Supreme All does not have cash
transactions.

Details of major non-cash transactions are as follows:
(a) During the years ended 31 December 2002, 31 December 2003 and 31 December 2004, interest
receivable of HK$3,000,000, HK$5,071,000 and nil respectively were settled through current account

with the immediate holding company.

(b) During the year ended 31 December 2003, Supreme All converted its convertible note of
HK$100,000,000 into shares of Panva Gas. (See note 9)
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14. RELATED PARTY TRANSACTIONS

Other than the related party transactions disclosed elsewhere in the Financial Information, Supreme All had
the following transaction with a related party during the Relevant Periods:

Year ended 31 December

2002 2003 2004
HK$’000 HK$’000 HK$°000
Interest income from a fellow subsidiary 3,000 2,811 -

Interest income from a fellow subsidiary was calculated based on the terms of convertible note issued by
the fellow subsidiary on 4 April 2001.

III. DIRECTORS’ REMUNERATION

No remuneration has been paid or is payable in respect of the Relevant Periods referred to in this
report by Supreme All to the directors of Supreme All.

As at 31 December 2004, Supreme All did not have any employment contracts with the directors
of Supreme All.

IV. SUBSEQUENT EVENT

An interim dividend of HK$8,000,000 was approved by the directors of Supreme All and paid on
31 January 2005.

V. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by Supreme All in respect of any period
subsequent to 31 December 2004.
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1. FINANCIAL INFORMATION FOR THE PANVA GAS GROUP

(@

(ii)

Consolidated Profit and Loss Accounts

Set out below are the unaudited consolidated profit and loss account of the Panva Gas
Group for the three months ended 31 March 2005 extracted from the results announcement of the
Panva Gas Group for the three months end 31 March 2005 and the audited consolidated profit and
loss accounts of the Panva Gas Group for the years ended 31 December 2004, 2003 and 2002
extracted from the audited financial statements of the Panva Gas Group for the relevant years.

Turnover
Cost of sales

Gross profit

Other operating income
Distribution expenses
Administrative expenses
Other operating expenses

Profit from operations

Loss on disposal of subsidiaries

Gain on partial disposal of a subsidiary
Finance costs

Loss on fair value adjustment

Profit before taxation
Share of results of associates
Taxation

Profit before minority interests
Minority interests

Net profit for the year

Earnings per share
Basic

Diluted

Financial Position

1.1.2005 1.1.2004 1.1.2003 1.1.2002
to to to to
31.3.2005 31.12.2004 31.12.2003 31.12.2002
HKS$°000 HKS$000 HK$000 HK$000
Unaudited Audited Audited Audited
468,263 1,800,253 1,457,632 1,150,322
(359,160) (1,353,382) (1,073,289) (888,427)
109,103 446,871 384,343 261,895
17,120 15,963 4,218 2,752
(11,575) (40,086) (35,541) (27,015)
(30,665) (83,915) (67,248) (54,295)
(327) (2,655) (1,134) (1,818)
83,656 336,178 284,638 181,519

- (374) (788) -

- 2,433 541 -
(14,531) (27,826) (10,257) (3,216)
(323) - - -
08,802 310,411 274,134 178,303
10,892 83 - -
79,694 310,494 274,134 178,303
(9,684) (19,711) (22,875) (8,545)
70,010 290,783 251,259 169,758
(11,847) (26,695) (42,185) (37,220)
58,163 264,088 209,074 132,538
HK cents HK cents HK cents HK cents
0.17 28.14 33.97 21.97
5.82 26.38 30.36 17.44

Set out below is a summary of the audited financial information of the Panva Gas Group for
each of the three years ended 31 December 2004:

Total assets
Total Liabilities
Minority Interests

Shareholders’ funds

2004 2003 2002
HKS$’000 HKS$°000 HKS$°000
3,938,840 1,435,987 735,540
(2,169,458) (591,296) (251,499)
(334,859) (264,637) (215,668)
1,434,523 580,054 268,373
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(iii) Unaudited financial results for the three months ended 31 March 2005

Set out below is the unaudited condensed consolidated income statement for the three
months ended 31 March 2005 and notes to the condensed income statement reproduced from the
first quarter results announcement of the Panva Gas Group for the three months ended 31 March
2005.

CONDENSED CONSOLIDATED INCOME STATEMENT
For the three months ended 31 March 2005

Three months ended

31 March
As restated
2005 2004
HK$’000 HK$’000
Notes (unaudited) (unaudited)
Turnover 468,263 411,238
Cost of sales (359,160) (330,482)
Gross profit 109,103 80,756
Other revenue 7,428 3,193
Distribution expenses (11,575) (9,646)
Administrative expenses (30,665) (17,273)
Other operating expenses (327) (2,713)
Profit from operations 73,964 54,317
Finance costs (14,531) (2,759)
Investment income 2 9,692 839
Loss on fair value adjustment (323) -
Profit before taxation 68,802 52,397
Share of results of associates 10,892 -
79,694 52,397
Taxation 3 (9,684) (1,842)
Net profit for the period 70,010 50,555
Dividend - -
Attributable to:
Equity holders of the parent 58,163 44,804
Minority interests 11,847 5,751
70,010 50,555
Earnings per share (HK cents) 4
Basic 6.17 4.76
Diluted 5.82 4.40
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Notes:

1. BASIS OF PREPARATION

The Company was incorporated in the Cayman Islands on 16 November 2000 as an exempted company
with limited liability under the Companies Law (Revised) Chapter 22 of the Cayman Islands. The Company’s
shares (the “Shares”) have been listed on the GEM of the Stock Exchange since 20 April 2001.

The Company is an investment holding company. Its subsidiaries are principally engaged in the sale and
distribution of liquefied petroleum gas (“LP Gas”) and natural gas (together “Gas Fuel”) in the People’s Republic
of China (“PRC”) including the sale of LP Gas in bulk and in cylinders, the provision of piped LP Gas and natural
gas, construction of gas pipelines, the operation of city gas pipeline network, the operation of Gas Fuel automobile
refilling stations, and the sale of LP Gas and natural gas household appliances.

a. Statement of compliance

The Hong Kong Institute of Certified Public Accountants (“HKICPA”, formerly the Hong Kong
Society of Accountants) has undertaken to converge by 1 January 2005 all Hong Kong Financial Reporting
standards (“HKFRS”) with International Financial Reporting Standards (“IFRS”) issued by the International
Accounting Standards Board. As a result, the HKICPA has aligned HKFRS with the requirements of IFRS
in all material respects as at 31 December 2004. The accounts have been prepared in accordance with
HKFRS issued by the HKICPA, requirements of the Hong Kong Companies Ordinance and applicable
disclosure requirements of the Rules Governing the Listing of Securities on the GEM of the Stock Exchange
(“GEM Listing Rules”).

b. Basis of preparation

The accounts have been prepared under the historical cost convention, as modified by the revaluation
of leasehold buildings, available-for-sale financial assets and financial assets and financial liabilities at fair
value through profit or loss.

The preparation of financial statements in conformity with HKFR requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the
Group’s accounting policies. The areas involving higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the consolidated accounts.
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Adoption of HKFRS

For the financial year commencing 1 January 2005, the Group has adopted all HKFRS in issue
pertinent to its operations. The applicable HKFRS are set out below and the 2004 figures have been
restated in accordance with the relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after Balance Sheet Date

HKAS 11 Construction Contracts

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statement
HKAS 28 Investments in Associates
HKAS 32 Financial Instruments: Disclosure and Presentation

HKAS 33 Earnings per Share
HKAS 34 Interim financial reporting
HKAS 36 Impairment of Assets

HKAS 37 Provisions, contingent Liabilities and Contingent Assets
HKAS 38 Intangible Assets
HKAS 39 Financial Instruments: Recognition and Measurement

HKFRS 2 Share-based Payments
HKFRS 3 Business Combinations

The adoption of HKAS 1, 2, 7, 8, 10, 11, 12, 14, 16, 18, 19, 21, 23, 24, 27, 28, 33, 34 and 37 did
not result in substantial changes to the Group’s accounting policies. In summary:

. HKAS 1 affects certain presentation in the consolidated balance sheet, consolidated profit
and loss account and consolidated statement of changes in equity.

. HKAS 2, 8, 16, 21 and 28 affect certain disclosure of the accounts.

. HKAS 7, 10, 11, 12, 14, 18, 19, 23, 27, 33, 34 and 37 do not have any impact as the
Group’s accounting policies already comply with the standards.

. HKAS 24 affects the identification of related parties and the disclosure of related party
transactions.
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The adoption of HKAS 17 has resulted in a change in accounting policy relating to leasehold land.
Leasehold land and buildings were previously carried at valuation less accumulated depreciation. In
accordance with the provisions of HKAS 17, a lease of land and building should be split into a lease of
land and a lease of building in proportion to the relative fair values of the leasehold interests in the land
element and the building element of the lease at the inception of the lease. The lease premium for land is
stated at cost and amortised over the period of the lease whereas the leasehold building is stated at
valuation less accumulated depreciation.

The adoption of HKFRS 2 has resulted in change in accounting policy for employee share options.
Prior to this, the provision of share options to employees did not result in a charge to the profit and loss
account.

The adoption of HKFRS 3, HKAS 36 and HKAS 38 has resulted in a change in the accounting
policy for goodwill. Prior to this, goodwill was:

. amortised on a straight-line basis over a period of not exceeding 20 years; and
. assessed for the impairment at each balance sheet date.

In accordance with the provisions of HKFRS 3:

. the Group ceased amorisation of goodwill from 1 January 2003;

. accumulated amortisation as at 31 December 2002 has been eliminated with a corresponding
decrease in the cost of goodwill;

. from the year ended 31 December 2003 onwards, goodwill is tested annually for impairment,
as well as when there are indications of impairment.

The adoption of HKAS 32 and HKAS 39 has resulted in a change in accounting policy for recognition,
measurement, derecognition and disclosure of financial instruments. Until 31 December 2004, investments
of the Group were classified into non-trading securities and trading securities, and were stated in the
balance sheet at fair value.

In accordance with the provisions of HKAS 39, the investments have been classified into available-
for-sale financial assets, financial assets at fair value through profit or loss and loans and receivables
(which include bank deposits and cash and cash equivalents). The classification depends on the purpose for
which the investments were held. For debt securities and bank deposits with embedded derivatives for yield
enhancement, where the economic characteristics and the risks of such derivatives are not closely related to
the bank deposits and debt securities, all such bank deposits, debt securities and the embedded derivatives
are designated as financial assets at fair value through profit or loss and with changes in fair value
recognized in the profit and loss account. Interest income for financial assets at fair value through profit or
loss is included as net realized and unrealized gains/(losses) and interest income of financial assets at fair
value through profit or loss.
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All relevant changes in the accounting policies have been made in accordance with the provisions

of the respective standards, which require retrospective application to prior year comparatives other than:

. HKFRS 2 — retrospective application of all equity instruments granted to employees after 7
November 2002 and not vested at 1 January 2004;

. HKFRS 3 — prospectively after 1 January 2003;

. HKAS 39 — prospectively from 1 January 2005.

Effect of changes in the accounting policies on consolidated profit and loss account

Effect of adopting
HKFRS 3*
HKAS 36*  HKFRS 324
& &
HKAS 1# HKAS 17# HKFRS 2# HKAS 38* HKAS 39 Total
HKS$'000 HK$'000 HKS'000 HKS'000 HK$000 HKS$ 000
For the three months ended 31 March 2004
Decrease in depreciation - 8 - - - 8
Increase in MIs share of results for the period - (5) - - - 5)
Decrease in amortisation of goodwill - - - 281 - 281
Decrease in amortisation of negative goodwill - - - (142) - (142)
Decrease in negative goodwill arised during the
period - - - (1,549) - (1,549)
- 3 - (1,410) - (1407)
Increase (decrease) in basic earnings
per share (HK cents) - - - (0.15) - (0.15)
HK$000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000
For the three months ended 31 March 2005
Increase in staff costs and related expenses - - (5,800) - - (5,800)
Decrease in depreciation - 8 - - - 8
Increase in MIs share of results for the period - (5) - - - 5)
Decrease in amortisation of goodwill - - - 1,083 - 1,083
Decrease in amortisation of negative goodwill - - - (346) - (346)
Decrease in value of guaranteed senior notes - - - - 30,857 30,857
Increase in negative fair value of derivatives - - - - (31,180) (31,180)
- 3 (5,800) 731 (323) (5,383)
Increase (decrease) in basic earnings
per share (HK cents) - - (0.62) 0.08 (0.03) (0.57)
* adjustments which take effect prospectively from 1 January 2003
A adjustments which take effect prospectively from 1 January 2005
# adjustments which take effect retrospectively
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Effect of change in accounting policies on consolidated equity

Effect of adopting
HKFRS 3*
HKAS 36*
&
HKAS 1# HKAS 17# HKFRS 2# HKAS 38*
HK$'000 HK$'000 HKS'000 HKS'000
At I January 2004
Increase (decrease) in equity
Revaluation reserve - (2,683) - -
Convertible bonds reserve - - - -
Minority Interests - (1,133) - -
Retained earnings - 1,191 - 18,812
At 31 March 2004
Increase (decrease) in equity
Convertible bonds reserve - - - -
Minority Interests - (L128) - -
Revaluation reserve - (2,683) - -
Retained earnings - 1,195 - 17402
At 31 December 2004
Increase (decrease) in equity
Employee share-based compensation reserve - - 2733 -
Convertible bonds reserve - - - -
Minority Interests - (1,112) - -
Revaluation reserve - (2,683) - -
Retained earnings - 1,203 (2,733) 42,082
At I January 2005
Increase (decrease) in equity
Employee share-based compensation reserve - - 2,133 -
Convertible bonds reserve - - - -
Minority Interests - (1,112) - -
Revaluation reserve - (2,683) - -
Retained earnings - 1,203 (2,733) 42,082
At 31 March 2005
Increase (decrease) in equity
Employee share-based compensation reserve - - 8,533 -
Convertible bonds reserve - - - -
Minority Interests - (1,107) - -
Revaluation reserve - (2,683) - -
Retained earnings - 1,207 (8,533) 42,820
* adjustments which take effect prospectively from 1 January 2003
A adjustments which take effect prospectively from 1 January 2005
# adjustments which take effect retrospectively
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HKFRS 324
&

HKAS 39*
HKS$'000

14,651

14,631

14,651

(101,447)

14,631

(101,770)

Total
HKS'000

(2,683)
14,651
(1,133)
20,003

14,651
(1,128)
(2683)
18,597

273
14,651
(1,112)
(2,683)
40,552

2,733
14,651
(1,112)
(2,683)

(60.895)

8,533
14,651
(1,107)
(2,683)

(66.276)
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2. INVESTMENT INCOME

Investment income represents the interest earned on bank deposits of the Group.

3. TAXATION

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in, nor derived
from, Hong Kong.

The tax rate applicable for all PRC subsidiaries ranges from 15% to 33%.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s PRC subsidiaries are
entitled to exemption from PRC enterprise income tax for the first two years commencing from their first profit
making year of operation and thereafter, these PRC subsidiaries will be entitled to a 50% relief from PRC enterprise
income tax for the following three years. The reduced tax rate for the relief period ranges from 12% to 16.5%. PRC
enterprise income tax for the year has been provided for after taking those tax incentives into account.

4. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

Three months ended

31 March

As restated

2005 2004

HKS$’000 HK$’000

Earnings for the purpose of basic earnings per share 58,163 44,804
Effect of dilutive potential shares:

Interest on convertible note 3,400 1,853

Earnings for the purpose of diluted earnings per share 61,563 46,657

Three months ended
31 March
2005 2004
No. of shares

Weighted average number of shares for

the purpose of basic earnings per share 942,250,891 941,651,891
Effect of dilutive potential shares:

Options 18,009,038 20,636,622

Convertible Bonds 97,851,116 97,851,116

Weighted average number of shares for the purpose
of diluted earnings per share 1,058,111,045 1,060,139,629
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5. RESERVES

At 1 January 2004
as previously reported
Effect of changes in
accounting policies

At 1 January 2004
[ssue of employees
share options
Exchange difference
Premium arising on issue
of shares
Expenses incurred in the
issue of Shares
Transfer
Net profit for the year

At 31 December 2004

At 31 December 2004
as previously reported

Effect of changes in
accounting policies

At 31 December 2004
as previously restated

Effect of adoption of
HKAS 39

At 1 January 2005

Issue of employees share
options

Transfer

Net profit for the period

At 31 March 2005

INTERIM DIVIDEND

Employee
Share Assets Share-based  Convertible
Premium  Exchange Revaluation Capital General compensation Bonds  Retained
Reserve Reserve Reserve Reserve Reserve Reserve Reserve Earning Total
HK$°000  HKS$'000  HKS'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS$'000  HK$000
135,092 (1,277) 4,881 1,101 4310 - - 358,037 502,144
- - (2,683) - - - 14,631 20,003 31971
135,092 (1,277) 2,198 1,101 4310 - 14,651 378,040 534,115
- - - - - 2733 - - 2733
- (3,179) - - - - - - (3,179)
609,277 - - - - - - - 609,277
(32,032) - - - - - - - (32,032)
- - - - 1,248 - - (1,248) -
- - - - - - - 284,637 284,637
712,337 (4456) 2,198 1,101 5,558 2,733 14,651 061,429 1,395,551
712,337 (4456) 4381 1,101 5,558 - - 620877 1,340,298
- - (2,683) - - 2733 14,651 40,552 55,283
712,337 (4,456) 2,198 1,101 5,558 2,733 14,651 061,429 1,395,551
- - - - - - - (101, 447)  (101,447)
712,337 (4456) 2,198 1,101 5,558 2733 14,651 559,982 1,294,104
- - - - - 5,800 - - 5,800
- - - - 257 - - (257) -
- - - - - - - 58,163 58,163
712,337 (4456) 2,198 1,101 5,815 8,933 14,651 617,888 1,358,067

The board does not declare an interim dividend for the these months ended 31 March 2005.
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(iv) Audited financial statements for the year ended 31 December 2004

Set out below is the audited consolidated income statement, consolidated balance sheet,
balance sheet, consolidated statement of changes in equity, consolidated cash flow statement and
notes to the financial statements reproduced from the audited accounts published in the Panva Gas
Group’s Annual Report for the year ended 31 December 2004.

Consolidated Income Statement
For the year ended 31 December 2004

2004 2003
Notes HK$’000 HK$’000
Turnover 4 1,800,253 1,457,632
Cost of sales (1,353,382) (1,073,289)
Gross profit 446,871 384,343
Other operating income 5 15,963 4,218
Distribution expenses (40,086) (35,541)
Administrative expenses (83,915) (67,248)
Other operating expenses 6 (2,655) (1,134)
Profit from operations 7 336,178 284,638
Gain on partial disposal of interest
in a subsidiary 2,433 541
Loss on disposal of subsidiaries (374) (788)
Finance costs 9 (27,826) (10,257)
Profit before taxation 310,411 274,134
Share of results of an associate 83 -
310,494 274,134
Taxation 10 (19,711) (22,875)
Profit before minority interests 290,783 251,259
Minority interests (26,695) (42,185)
Net profit for the year 264,088 209,074
HK cents HK cents
Earnings per share
Basic 11 28.14 33.97
Diluted 11 26.38 30.36
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Consolidated Balance Sheet
At 31 December 2004

Non-current assets
Property, plant and equipment
Intangible asset
Goodwill
Negative goodwill
Interest in an associate
Investments in securities

Current assets
Inventories
Trade receivables
Other receivables, deposits and prepayments
Amounts due from minority shareholders
Bank balances and cash

Current liabilities
Trade payables
Other payables and accrued charges
Taxation
Amounts due to minority shareholders
Borrowings — amount due within one year

Net current assets

Total assets less current liabilities

Non-current liabilities
Borrowings — amount due after one year

Minority interests

Net assets

Capital and reserves
Share capital
Reserves

Shareholders’ funds
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Notes

12

15

17

18
19

20

21

20
22

22

23
24

2004 2003
HK$°000 HK$’000
1,063,321 615,788

9,160 9,662

21,856 13,954
(40,125) (18,022)
70,677 -
10,415 7,906
1,135,304 629,288
39,677 36,374
187,451 183,859
401,905 218,411
- 11,246
2,174,503 356,809
2,803,536 806,699
24,076 79,062
131,443 68,709
47,020 29,021
16,495 3,414
29,420 32,526
248,454 212,732
2,555,082 593,967
3,690,386 1,223,255
1,921,004 378,564
1,769,382 844,691
(334,859) (264,637)
1,434,523 580,054
94,225 77,910
1,340,298 502,144
1,434,523 580,054
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Balance Sheet of Panva Gas Holdings Limited
At 31 December 2004

2004 2003
Notes HK$’000 HK$’000
Non-current assets
Property, plant and equipment 12 1,410 10
Investments in subsidiaries 16 64,100 64,100
65,510 64,110
Current assets
Other receivables, deposits and prepayments 28,646 1,633
Amounts due from subsidiaries 16 1,260,453 296,372
Bank balances and cash 1,342,825 197,758
2,631,924 495,763
Current liabilities
Other payables and accrued charges 39,333 3,203
Net current assets 2,592,591 492,560
Total assets less current liabilities 2,658,101 556,670
Non-current liabilities
Borrowings 23 1,903,698 372,016
Net assets 754,403 184,654
Capital and reserves
Share capital 25 94,225 77,910
Reserves 26 660,178 106,744
Shareholders’ funds 754,403 184,654
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Consolidated Statement of Changes in Equity
For the year ended 31 December 2004

HK$’000

At 1 January 2003 268,373
Exchange differences arising on translation of financial

statements of overseas operations not recognised in

the consolidated income statement (1,085)
Addition to general reserves 883
Issue of shares on conversion of convertible note 16,949
Issue of shares on conversion of convertible bonds 453
Premium arising on issue of shares 100,332
Expenses incurred in connection with issue of

convertible bonds (14,833)
Asset revaluation reserve realised on disposal of subsidiaries (92)
Net profit for the year 209,074
At 31 December 2003 580,054
Exchange differences arising on translation

of financial statements of overseas operations

not recognised in the consolidated income statement (3,179)
Issue of new shares 16,315
Premium arising on issue of shares 609,277
Expenses incurred in connection with issue of shares (32,032)
Net profit for the year 264,088
At 31 December 2004 1,434,523
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Consolidated Cash Flow Statement
For the year ended 31 December 2004

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Interest income
Interest expenses
Gain on partial disposal of interest in a subsidiary
Loss on disposal of subsidiaries
Amortisation of goodwill
Amortisation of intangible asset
Amortisation of premium payable
on redemption of convertible bonds
Amortisation of direct issuance costs of
guaranteed senior notes
Depreciation and amortisation of property,
plant and equipment
Loss on disposal of property, plant and equipment
Negative goodwill released to income

Operating cash flows before movements
in working capital
Increase in inventories
Increase in trade receivables
Increase in other receivables, deposits and prepayments
Decrease in amounts due from minority shareholders
Decrease in trade payables
Decrease in other payables and accrued charges

Cash generated from operations
Interest paid
Income taxes paid

NET CASH FROM OPERATING ACTIVITIES
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2004 2003
HKS$°000 HKS$°000
310,411 274,134
(13,126) (3,303)
19,464 10,176
(2,433) (541)
374 788
1,167 790
502 373
6,972 -
1,270 -
38,447 21,553
628 889
(864) (428)
362,812 304,431
(1,591) (11,410)
(1,827) (90,237)
(137,288) (91,842)
11,246 30,030
(57,645) (11,295)
(37,452) (2,856)
138,255 126,821
(11,406) (10,695)
(1,712) (1,171)
125,137 114,955
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Notes
INVESTING ACTIVITIES
Purchase of property, plant and equipment
Acquisition of subsidiaries (net of cash and cash
equivalents acquired) 27
Acquisition of an associate
Acquisition of additional interest in a subsidiary
Disposal of subsidiaries (net of cash and cash
equivalents disposed of) 28
Interest received
Proceeds from disposal of property,
plant and equipment
Proceeds from partial disposal of interest
in a subsidiary
Proceeds from disposal of investments
in securities
Purchase of intangible asset
Redemption of PRC bonds
Purchase of investments in securities

NET CASH USED IN INVESTING
ACTIVITIES

FINANCING ACTIVITIES

Proceeds from issue of guaranteed senior notes

Expenses paid in connection with the issue of
guaranteed senior notes

Proceeds from issue of shares

Expenses paid in connection with the
issue of shares

Expenses paid in connection with the issue of
convertible bonds

New bank and other loans raised

Capital contribution from minority shareholders
of subsidiaries

Repayment of bank and other loans

Dividends paid to minority shareholders
of subsidiaries

Repayment to minority shareholders

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE
RATES CHANGES

CASH AND CASH EQUIVALENTS AT END OF
THE YEAR, REPRESENTING BANK
BALANCES AND CASH
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2004 2003
HKS$°000 HK$’000
(285,655) (190,505)

(80,662) (15,173)
(70,712) -
(1,151) (994)
(86) (3)
10,601 3,222

2,423 5,283

2,058 1,852

1,712 -

- (10,035)

- 187

- (5,144)
(421,472) (211,310)
1,559,000 -
(35,560) -
625,592 389,750
(32,032) -

- (14,833)

46,773 26,146
45,837 11,635
(85,304) (32,251)
(3,684) (4,319)
(3,414) (20,103)
2,117,208 356,025
1,820,873 259,670
356,809 98,224
(3,179) (1,085)
2,174,503 356,809
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Notes to the Financial Statements
For the year ended 31 December 2004

1. GENERAL

The Company is incorporated in the Cayman Islands as an exempted company with limited liability
and its shares are listed on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited.
Its ultimate holding company is Asia Pacific Promotion Limited, a private limited company incorporated in
the British Virgin Islands (“BVI”).

The principal activities of the Group are sale and distribution of Liquefied Petroleum Gas (“LP
Gas”) and natural gas in the People’s Republic of China (“PRC”) including the sale of LP Gas in bulk and
in cylinders, the provision of piped LP Gas and natural gas, construction of gas pipelines, and the sale of
LP Gas and natural gas household appliances.

2. POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED ACCOUNTING
STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants, (the “HKICPA”) issued a number
of new or revised Hong Kong Accounting Standards (“HKASs”) and Hong Kong Financial Reporting
Standards (“HKFRSs”) (herein collectively referred to as “new HKFRSs”) which are effective for accounting
periods beginning on or after 1 January 2005. The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31 December 2004.

The Group has commenced considering the potential impact of these new HKFRSs but is not yet in
a position to determine whether these HKFRSs would have a significant impact on how its results of
operations and financial position are prepared and presented. These HKFRSs may result in changes in the
future as to how the results and financial position are prepared and presented.

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for
the revaluation of leasehold land and buildings.

The financial statements have been prepared in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

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

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

All significant inter-company transactions and balances within the Group have been eliminated
on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the
Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary or an
associate at the date of acquisition.
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Goodwill arising on acquisition is capitalised and amortised on a straight line basis over its
useful economic life of not more than twenty years. Goodwill arising on the acquisition of an
associate is included within the carrying amount of the associate. Goodwill arising on the acquisition
of subsidiaries is presented separately in the consolidated balance sheet as a separate intangible
asset.

On disposal of a subsidiary or an associate, the attributable amount of unamortised goodwill
is included in the determination of the profit or loss on disposal.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition is presented as a deduction from assets and is
released to income based on an analysis of the circumstances from which the balance resulted. To
the extent that the negative goodwill is attributable to losses or expenses anticipated at the date of
acquisition, it is released to income in the period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a straight line basis over the remaining
average useful life of the identifiable acquired depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the acquired identifiable non-monetary assets, it is
recognised as income immediately.

Negative goodwill arising on the acquisition of subsidiaries is presented in the balance sheet
as a deduction from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any
identified impairment loss.

Interest in an associate

The consolidated income statement includes the Group’s share of the post-acquisition results
of its associate for the year. In the consolidated balance sheet, interest in an associate is stated at
the Group’s share of net assets of the associate plus the goodwill in so far as it has not already been
written off, less any identified impairment loss.

Revenue recognition

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

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

Gas pipelines construction revenue is recognised when the outcome of a gas connection
contract can be estimated reliably and the stage of completion at the balance sheet date can be
measured reliably. Revenue from gas connection contracts is recognised on the percentage of
completion method, measured by reference to the value of work carried out during the period.
When the outcome of a gas connection contract cannot be estimated reliably, revenue is recognised
only to the extent of contract cost incurred that is probable to be recoverable.
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Property, plant and equipment

Land and buildings are stated in the balance sheet at their revalued amount, being the fair
value at the date of revaluation less any subsequent accumulated depreciation and amortisation and
any subsequent impairment losses. Revaluations are performed with sufficient regularity such that
the carrying amount does not differ materially from that which would be determined using fair
values at the balance sheet date.

Any revaluation increase arising on revaluation of land and buildings is credited to the
revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset
previously recognised as an expense, in which case the increase is credited to the income statement
to the extent of the decrease previously charged. A decrease in net carrying amount arising on
revaluation of an asset is dealt with as an expense to the extent that it exceeds the balance, if any,
on the revaluation reserve relating to a previous revaluation of that asset. On the subsequent sale or
retirement of a revalued asset, the attributable revaluation surplus is transferred to accumulated
profits.

Plant and equipment are stated at cost less depreciation and accumulated impairment losses.

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

Leasehold land Over the unexpired term of the lease or over the
term of the equity joint venture whichever is
shorter.

Buildings 3% to 6%

Furniture and fixtures 18% to 20%

Gas pipelines 3%

Leasehold improvements 15%

Motor vehicles 6% to 18%

Plant and equipment 6% to 10%

The gain or loss arising on the disposal or retirement of an asset is determined as the
difference between the sale proceeds and the carrying amount of the asset and is recognised in the
income statement.

Construction in progress

Construction in progress, which includes all development expenditure and other direct costs
attributable to such projects, is stated at cost less any accumulated impairment losses. It is not
depreciated until completion of construction. Costs on completed construction works are transferred
to other categories of property, plant and equipment.

Exclusive operating right for city pipeline network
Exclusive operating right for city pipeline network is stated at cost less accumulated
amortisation and any identified impairment loss. The cost incurred for the acquisition of exclusive

operating right is capitalised and amortised on a straight line basis over the estimated useful life of
twenty years.
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Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at
cost.

Investment securities, which are securities held for an identified long-term strategic purpose,
are measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other
than temporary.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. An impairment loss
is recognised as an expense immediately, unless the relevant asset is carried at a revalued amount
under another HKFRS, in which case the impairment loss is treated as a revaluation decrease under
that HKFRS.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, such that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised as income immediately,
unless the relevant asset is carried at a revalued amount under another HKFRS, in which case the
reversal of the impairment loss is treated as a revaluation increase under that HKFRS.

Inventories

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

Construction contracts

When the outcome of a construction contract can be estimated reliably and the stage of
contract completion at the balance sheet date can be measured reliably, contract costs are charged to
the income statement by reference to the stage of completion of the contract activity at the balance
sheet date on the same basis as contract revenue is recognised.

When the outcome of a construction contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are incurred. When it is probable that total
contracts costs will exceed contract revenue, the expected loss is recognised as an expense
immediately.

Convertible bonds

Convertible bonds are regarded as liabilities until conversion actually occurs. The finance
cost, including the premium payable upon the final redemption of the convertible bonds, is recognised
in the income statement so as to produce a constant periodic rate of charge on the remaining
balance of the convertible bonds for each accounting period.

Interest rate swaps

Interest rate swaps of the Group are used for hedging purpose. To qualify as a hedge, the
interest rate swap must effectively reduce the interest rate risk of the underlying asset or liability to
which it is linked and be designated as a hedge at inception of the contract.
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Net interest arising from interest rate swaps is accounted for on an accrual basis and are
included in the related category of income and expense in the income statement on the same basis

as that arising from the underlying hedging transactions.

Taxation

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
net profit as reported in the income statement because it excludes items of income and expense that
are taxable or deductible in other years, and it further excludes income statement items that are

never taxable and deductible.

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

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

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

allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised. Deferred tax is charged or credited to the income statement,
except when it relates to items charged or credited directly to equity, in which case the deferred tax

is also dealt with in equity.

Operating leases

Rentals payable under operating leases are charged to income statement on a straight line

basis over the terms of the respective leases.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are re-translated at
the rates ruling on the balance sheet date. Gains and losses arising on exchange are included in net

profit or loss for the year.

On consolidation, the assets and liabilities of the Group’s overseas operations are translated
at exchange rates ruling on the balance sheet date. Income and expense items are translated at the
average exchange rates for the year. Exchange differences arising, if any, are classified as equity
and transferred to the Group’s exchange reserve. Such translation differences are recognised as

income or as expenses in the period in which the operation is disposed of.
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Retirement benefits cost

Payments to the Group’s defined contribution retirement benefit scheme, state-sponsored
retirement plans and Mandatory Provident Fund Scheme (“MPF Scheme”) are charged as expenses
as they fall due.

4. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised its operations into two business
segments, namely sale and distribution of gas fuel and related products, and gas pipeline construction.
The principal activities of the business segments are as follows:

Sale and distribution of gas — Sale of LP Gas in bulk and in cylinders, provision of

fuel and related products piped LP Gas and natural gas, and sale of LP Gas and
natural gas household appliances

Gas pipeline construction — Construction of gas pipelines

The Group’s operation by business segment is as follows:

Sale and
distribution of Gas
gas fuel and pipeline
related products construction Consolidated
HK$’000 HK$’000 HK$’000
For the year ended 31 December 2004
TURNOVER
External sales 1,368,664 431,589 1,800,253
RESULT
Segment result 129,614 225,717 355,331
Other operating income 15,963
Unallocated corporate expenses (35,116)
Profit from operations 336,178
Gain on partial disposal of interest
in a subsidiary 2,433
Loss on disposal of subsidiaries (374)
Finance costs (27,826)
310,411
Share of results of an associate 83
Profit before taxation 310,494
Taxation (19,711)
Profit before minority interests 290,783
Minority interests (26,695)
Net profit for the year 264,088
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Sale and
distribution of Gas
gas fuel and pipeline
related products construction Consolidated
HK$°000 HK$’000 HK$°000
For the year ended 31 December 2003
TURNOVER
External sales 1,137,872 319,760 1,457,632
RESULT
Segment results 67,201 224,866 292,067
Other operating income 4,218
Unallocated corporate expenses (11,647)
Profit from operations 284,638
Gain on partial disposal of interest in
a subsidiary 541

Loss on disposal of subsidiaries (788)
Finance costs (10,257)
Profit before taxation 274,134
Taxation (22,875)
Profit before minority interests 251,259
Minority interests (42,185)
Net profit for the year 209,074

As over 90% of the assets of the Group are attributable to sale and distribution of gas fuel

and related products, an analysis of segment assets and liabilities is not presented.
Geographical segments

No geographical segment analysis is shown as the Group’s operating businesses are solely
carried at the PRC.
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5. OTHER OPERATING INCOME

Interest income

Negative goodwill released to income
Net exchange gain

Sundry

6. OTHER OPERATING EXPENSES

Loss on disposal of property, plant and equipment
Donations
Sundry

7. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging:

Directors’ remuneration (Note §)
Other staff costs
Retirement benefits costs

Total staff costs

Amortisation of intangible asset
(included under administrative expenses)
Amortisation of goodwill
(included under administrative expenses)
Auditors’ remuneration
Depreciation and amortisation of
property, plant and equipment
Operating lease rentals in respect of land and buildings
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2004 2003
HKS$°000 HKS$000
13,126 3,303
864 428

614 -
1,359 487
15,963 4218
2004 2003
HKS$’000 HKS$°000
628 889
1,015 14
1,012 231
2,655 1,134
2004 2003
HKS$°000 HKS$°000
4,473 3,580
41,172 30,717
5,118 3,751
50,763 38,048
502 373
1,167 790
1,549 1,392
38,447 21,553
7,194 7,593
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8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

Directors’ emoluments:

Fees:
Executive directors
Non-executive directors

Independent non-executive directors

Other emoluments for executive directors:
Salaries and other benefits
Bonus
Retirement benefits scheme contributions

Other emoluments for non-executive directors

Other emoluments for independent non-executive directors

Details of directors’ remuneration by individuals are as follows:

Executive director A

Executive director B

Executive director C

Executive director D

Executive director E

Executive director F

Executive director G

Executive director H

Non-executive director |
Non-executive director J
Non-executive director K
Independent non-executive director L
Independent non-executive director M
Independent non-executive director N
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2004 2003
HKS$°000 HKS$000
639 -
639 -
3,705 3,189
30 300
99 91
3,834 3,580
4,473 3,580
2004 2003
HKS$°000 HKS$°000
2,112 2,081
562 535
410 238
272 -
272 -
158 -
48 726
300 -
300 -
39 -
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Employees’ emoluments:

For the year ended 31 December 2004, the five highest paid individuals of the Group
included five directors (2003: four directors), details of their emoluments are included above.

The emoluments of the remaining highest paid individual for the year ended 31 December
2003, representing salaries and other benefits paid, amounted to HK$603,000.

9. FINANCE COSTS
2004 2003
HKS$’000 HK$’000
Interest on:
bank and other borrowings wholly repayable
within five years 11,047 10,176
bank and other borrowing not wholly repayable
within five years 34,656 -
Amortisation of premium payable on redemption of
convertible bonds 6,972 -
Amortisation of direct issuance costs of guaranteed
senior notes 1,270 -
53,945 10,176
Net interest receivable on interest rate swaps (26,239) -
27,706 10,176
Bank charges 120 81
27,826 10,257

10. TAXATION

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in, nor
derived from, Hong Kong.

The tax rate applicable for all other PRC subsidiaries ranges from 15% to 33%.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s PRC subsidiaries
are entitled to exemption from PRC enterprise income tax for the first two years commencing from their
first profit-making year of operation and thereafter, these PRC subsidiaries will be entitled to a 50% relief
from PRC enterprise income tax for the following three years. The reduced tax rate for the relief period
ranges from 12% to 16.5%. PRC enterprise income tax for the year has been provided for after taking these
tax incentives into account.
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The charge for the year can be reconciled to the profit in the consolidated income statement as

follows:

Profit before taxation

Tax at the applicable tax rate of 33% (2003: 33%)

Tax effect of expenses that are not deductible for tax purposes

Tax effect of income that is exempted from PRC enterprise
income tax in determining taxable profit

Effect of different tax rates of subsidiaries entitled to a 50%
reduction in PRC enterprise income tax rates and operating
in different provinces

Tax effect of tax losses not recognised

Tax charge for the year

2004 2003
HKS$’000 HKS$°000
310,494 274,134
102,463 90,464
13,244 7,391
(73,571) (58,444)
(23,621) (21,907)
1,196 5,371
19,711 22,875

At the balance sheet date, the Group has estimated unused tax losses of HK$49,559,000 (2003:
HK$43,304,000) available for offset against future profits. No deferred tax asset has been recognised due to

the unpredictability of future profit streams. Such unrecognised tax losses will expire within five years

from the date of origination.

11.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

Earnings for the purposes of basic earnings per share
Effect of dilutive potential shares:
Interest on convertible bonds

Earnings for the purposes of diluted earnings per share

Weighted average number of shares for the
purposes of basic earnings per share
Effect of dilutive potential shares:
Options
Convertible bonds

Weighted average number of shares for the
purposes of diluted earnings per share
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THE GROUP
2004 2003
HKS$’000 HK$’000
264,088 209,074
14,412 5,408
278,500 214,482

Number of shares

938,499,000 615,401,000
19,341,000 25,884,000
97,851,000 65,234,000

1,055,691,000 706,519,000
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12. PROPERTY, PLANT AND EQUIPMENT

Medium term

leasehold land Furniture Plant
and buildings Leasehold and Gas Motor and Construction
in the PRC improvements fixtures pipelines vehicles  equipment  in progress Total

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

THE GROUP
COST OR

VALUATION
At 1 January 2004 90,815 2,806 9,012 346,481 27,122 155,032 54,052 685,320
Additions 2,541 1,159 2,364 - 5,538 2,247 271,806 285,655
On acquisition of

subsidiaries 15,872 - 538 173,854 725 2,735 9,801 203,525
Disposals (959) - (347) (629) (2,405) (1,039) - (5,379)
On disposal of

subsidiaries - - (27) - (90) (139) - (256)
Transfer 530 - (31) 300,714 - 145 (301,358) -
At 31 December 2004 108,799 3,965 11,509 820,420 30,890 158,981 34,301 1,168,865
Comprising:

At cost - 3,965 11,509 820,420 30,890 158,981 34,301 1,060,066

At valuation - 2004 108,799 - - - - - - 108,799

108,799 3,965 11,509 820,420 30,890 159,981 34,301 1,168,865

DEPRECIATION AND

AMORTISATION
At 1 January 2004 7317 22 2,889 11,903 10,743 36,658 - 69,532
Provided for the year 3,426 296 1,669 20,371 3,476 9,209 - 38,447
Eliminated on disposals (38) - (245) (5) (1,672) (368) - (2,328)
Eliminated on disposal

of subsidiaries - - (8) - (60) (39) - (107)
At 31 December 2004 10,705 318 4,305 32,269 12,487 45,460 - 105,544
NET BOOK VALUES
At 31 December 2004 98,094 3,647 7,204 788,151 18,403 113,521 34,301 1,063,321
At 31 December 2003 83,498 2,784 6,123 334,578 16,379 118,374 54,052 615,788

The leasehold land and buildings of the Group in the PRC were valued at 31 January 2001 by
Messrs. DTZ Debenham Tie Leung Limited, Chartered Surveyors, on an open market value basis. Messrs.
DTZ Debenham Tie Leung Limited are not connected with the Group.

No professional valuation of the leasehold land and buildings was carried out at 31 December 2004
as, in the opinion of the directors, the carrying value of the leasehold land and buildings was not materially
different from the open market value at 31 January 2001.

If the leasehold land and buildings had not been revalued they would have been included in these
financial statements at historical cost less accumulated depreciation and amortisation at HK$94,495,000
(2003: HK$78,160,000).
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13.

The Group pledged its property, plant and equipment with an aggregate net book value of
approximately HK$56,472,000 (2003: HK$43,963,000) to secure banking facilities granted to the Group.

THE COMPANY
COST

At 1 January 2004
Additions

At 31 December 2004

DEPRECIATION
At 1 January 2004
Provided for the year

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

INTANGIBLE ASSET

COST

At 1 January 2004 and 31 December 2004

AMORTISATION
At 1 January 2004
Provided for the year

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

Plant and
equipment
HK$°000

13
1,623

1,636

223

226

1,410

10

THE GROUP
Exclusive operating
right for city
pipeline network
HK$°000

10,035
373
875

9,160

9,662

The Group’s exclusive operating right for city pipeline network was purchased from third parties.
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14.

GOODWILL

COST
At 1 January 2004

Arising on acquisition of subsidiaries

At 31 December 2004

AMORTISATION
At 1 January 2004
Provided the year

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

THE GROUP
2004
HK$’000

15,801
8,951

24,752

1,847
1,049

2,896

21,856

13,954

The goodwill, which arose from acquisition of subsidiaries, is amortised on a straight line basis

over its estimated useful life of twenty years.

15.

remaining weighted average useful life of the depreciable assets acquired.

NEGATIVE GOODWILL

GROSS AMOUNT
At 1 January 2004

Arising on acquisition of subsidiaries

Arising on acquisition of additional interest in a subsidiary

At 31 December 2004

RELEASED TO INCOME
At 1 January 2004
Released during the year

At 31 December 2004

CARRYING AMOUNT
At 31 December 2004

At 31 December 2003

THE GROUP
2004
HK$’000

18,569
22,646
321

41,536

547
864

1,411

40,125

18,022

The negative goodwill is released to income on a straight line basis over thirty years, being the
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16.

17.

INVESTMENTS IN SUBSIDIARIES/AMOUNTS DUE FROM SUBSIDIARIES
THE COMPANY
2004 & 2003
HK$’000

Unlisted investments, at cost 64,100
I

The amounts due from subsidiaries are unsecured, interest-free and are repayable on demand.
Particulars of the Company’s subsidiaries at 31 December 2004 are set out in note 35.

INTEREST IN AN ASSOCIATE

THE GROUP
2004 2003
HKS$’000 HK$’000
Share of net assets 35,377 -
Goodwill on acquisition of an associate (Note) 35,300 -
70,677 —
Details of the Group’s associate as at 31 December 2004 are as follows:
Percentage of
Place of equity interest
establishment attributable to Principal
Name of associate and operations the Group activities
Foshan the Panva Gas Group Ltd. PRC - Sino-foreign 45% Provision of LP Gas
b 1L i BR SR 4 T A PR equity joint venture and related services

and gas pipeline
construction

Note:

Details of movements of goodwill on acquisition of an associate are as follows:

THE GROUP
HK$’000

COST
Arising from acquisition of an associate and balance at 31 December 2004 35,418
AMORTISATION
Provided for the year and balance at 31 December 2004 (118)
NET BOOK VALUE
At 31 December 2004 35,300

The goodwill is amortised on a straight line basis over its estimated useful economic life of twenty

years.
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18. INVESTMENTS IN SECURITIES

THE GROUP
2004 2003
HK$’000 HK$°000
Investment securities
Unlisted shares in the PRC, at cost 10,415 7,906

In the opinion of the directors, the investment securities are held for identified long-term strategic
purpose and their carrying amounts are fully recoverable.

19. INVENTORIES

THE GROUP
2004 2003
HK$’000 HK$°000
Finished goods 14,430 23,442
Consumables 25,247 12,932
39,677 36,374

All inventories were stated at cost.

20. TRADE RECEIVABLES

The Group has a policy of allowing an average credit period ranging from 0 to 90 days to its
customers. The following is an aged analysis of trade receivables at the balance sheet date:

THE GROUP
2004 2003
HKS$’000 HK$’000
0 to 90 days 184,318 132,853
91 to 180 days 841 46,872
181 to 360 days 1,798 2,430
Over 360 days 494 1,704
187,451 183,859

21. AMOUNTS DUE FROM/TO MINORITY SHAREHOLDERS

THE GROUP

The amounts are unsecured, interest-free and are repayable on demand.
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22. TRADE PAYABLES

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

THE GROUP
2004 2003
HK$’000 HK$’000
0 to 90 days 16,537 72,702
91 to 180 days 2,762 1,133
181 to 360 days 3,167 763
Over 360 days 1,610 4,464
24,076 79,062
23. BORROWINGS
THE GROUP THE COMPANY
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
Bank loans — secured 26,941 32,863 — —
Bank loans — unsecured 18,850 5,239 — —
Other loans — unsecured 935 972 - -
Convertible bonds (Note a) 378,988 372,016 378,988 372,016
Guaranteed senior notes (Note b) 1,524,710 - 1,524,710 -
1,950,424 411,090 1,903,698 372,016
The maturity profile of the above
borrowings is as follows:
On demand or within one year 29,420 32,526 - -
More than one year but not exceeding
two years 17,306 3,929 — —
More than two years but not exceeding
five years 378,988 374,635 378,988 372,016
More than five years 1,524,710 - 1,524,710 -
1,950,424 411,090 1,903,698 372,016
Less: Amount due within one year
shown under current liabilities (29,420) (32,526) - -
Amount due after one year 1,921,004 378,564 1,903,698 372,016
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24.

Notes:

(a) The convertible bonds were issued on 23 April 2003. The bonds are convertible into shares
of the Company on or after 7 June 2003 and up to 9 April 2008. The conversion price at
which each share shall be issued upon conversion was HK$3.8043 per share (adjusted to
account for the effect of the issue of additional new shares). The outstanding unconverted
principal amount of the bonds will be redeemed on 23 April 2008 at 108.119%. Interest of
2% is payable per annum.

(b) The Group issued US$200,000,000 8.25% guaranteed senior notes due 2011 (the “Guaranteed
Senior Notes”) on 23 September 2004. The Guaranteed Senior Notes are listed on the
Singapore Exchange Securities Trading Limited. The Guaranteed Senior Notes bear interest
at 8.25% per annum, payable semi-annually in arrears. At any time prior to 23 September
2007, the Company may redeem up to 35% of the principal amount of the Guaranteed
Senior Notes with the net cash proceeds of one or more sales of the Company’s shares in an
offering at a redemption price of 108.25% of the principal amount of the Guaranteed Senior
Notes, plus accrued and unpaid interest, if any, to the redemption date.

THE GROUP
AND THE COMPANY
2004 2003
HKS$’000 HK$’000
Guaranteed Senior Notes 1,559,000 -
Less: Direct issuance costs (Note 24) (34,290) -
1,524,710 -
(c) The bank and other loans carry interest at the prevailing market rates.
DIRECT ISSUANCE COSTS OF GUARANTEED SENIOR NOTES
THE GROUP
AND THE COMPANY
2004 2003
HKS$’000 HK$’000
Direct issuance costs incurred during the year 35,560 -
Less: Amortisation for the year (1,270) -
Balance at end of the year 34,290 —

The amount represents direct issuance costs incurred in relation to the Guaranteed Senior Notes as

explained in note 23, as reduced by subsequent amortisation. The direct issuance costs are amortised on a

straight line basis over the lives of the Guaranteed Senior Notes from the date of issue to their final

maturity date.

-173 -



APPENDIX IV

FINANCIAL INFORMATION RELATING TO
THE PANVA GAS GROUP

25. SHARE CAPITAL

Number
of shares Amount
HK$’000
Shares of HK$0.1 each
Authorised:
At 1 January 2003, 31 December 2003 and
31 December 2004 2,000,000,000 200,000
Issued and fully paid:
At 1 January 2003 605,076,000 60,508
Issue of shares on conversion of convertible note 169,492,000 16,949
Issue of shares on conversion of convertible bonds 4,530,000 453
At 31 December 2003 779,098,000 77,910
Issue of shares on placing and subscription arrangements 155,200,000 15,520
Issue of shares on the exercise of share options 7,953,000 795
At 31 December 2004 942,251,000 94,225

Changes in the share capital of the Company during the year ended 31 December 2003 are as

follows:

(a)

(b)

On 5 December 2003, the Company issued 169,491,525 shares of HK$0.1 each in the
Company upon conversion of HK$100,000,000 convertible note by the noteholder at a
conversion price of HK$0.59.

During the year, 4,530,366 shares of HK$0.1 each in the Company were issued for a total
consideration of HK$17,744,000 to the convertible bondholders at the conversion price of
HK$3.9169.

Changes in the share capital of the Company during the current year are as follows:

()

(d

On 8 January 2004, the Company issued 155,200,000 shares of HK$0.1 each pursuant to the
agreements in respect of placing and subscription of shares of the Company that Sinolink
Worldwide Holdings Limited (“Sinolink™) placed 155,200,000 existing shares of the Company
to independent investors at HK$4.00 per share and subscribed for the same number of new
shares issued by the Company at the same price per share.

The Company intended to use the net proceeds from the new issue of shares to further
develop the Group’s business and for general working capital purposes.

The Company allotted and issued a total of 5,770,000 and 2,183,000 shares of HK$0.1 each
for cash at the exercise prices of HK$0.475 and HK$0.94 per share respectively as a result
of the exercise of share options.

All the shares which were issued during the year rank pari passu with the then existing shares in all

respects.
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26.

RESERVES
Asset
Share  Exchange Capital General revaluation Accumulated
premium reserve reserve reserves reserves profit Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP
At 1 January 2003 49,593 (192) 1,101 2,077 4,973 150,313 207,865
Addition during the year - - - 883 - - 883
Exchange differences arising

on translation of financial

statements of overseas

operations - (1,085) - - - - (1,085)
Premium arising on issue

of shares 100,332 - - - - - 100,332
Expenses incurred in

connection with the issue

of convertible bonds (14,833) - - - - - (14,833)
Disposal of subsidiaries - - - - (92) - (92)
Transfer - - - 1,350 - (1,350) -
Net profit for the year - - - - - 209,074 209,074
At 1 January 2004 135,092 (1,277) 1,101 4,310 4,881 358,037 502,144
Exchange differences arising

on translation of financial

statements of overseas

operations - (3,179) - - - - (3,179)
Premium arising on issue

of shares 609,277 - - - - - 609,277
Expenses incurred in

connection with the

issue of shares (32,032) - - - - - (32,032)
Transfer - - - 1,248 - (1,248) -
Net profit for the year - - - - - 264,088 264,088
At 31 December 2004 712,337 (4,456) 1,101 5,558 4,881 620,877 1,340,298
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Share Accumulated

premium losses Total
HK$’000 HK$’000 HK$’000
THE COMPANY
At 1 January 2003 49,593 (14,043) 35,550
Premium arising on issue of shares 100,332 - 100,332
Expenses incurred in connection
with the issue of convertible bonds (14,833) - (14,833)
Net loss for the year - (14,305) (14,305)
At 1 January 2004 135,092 (28,348) 106,744
Premium arising on issue of shares 609,277 - 609,277
Expenses incurred in connection with
the issue of shares (32,032) - (32,032)
Net loss for the year - (23,811) (23,811)
At 31 December 2004 712,337 (52,159) 660,178

General reserves represent the Enterprise Expansion Fund and General Reserve Fund set aside by
certain subsidiaries in accordance with the relevant laws and regulations of the PRC. They are not available
for distribution.

Capital reserve represents the contribution from the minority shareholders of the subsidiaries waived.

The Company’s reserves available for distribution represent the share premium and accumulated
profits. Under the Companies Law (Revised) Chapter 22 of the Cayman Islands, the share premium of the
Company is available for paying distributions or dividends to shareholders subject to the provisions of its
Memorandum or Articles of Association and provided that immediately following the distribution or dividend
the Company is able to pay its debts as they fall due in the ordinary course of business. In accordance with
the Company’s Articles of Association, dividends can be distributed out of the share premium, net of
accumulated losses of the Company of HK$660,178,000 (2003: HK$106,744,000).
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27. ACQUISITION OF SUBSIDIARIES

During the year, the Group acquired 100% registered capital of Cangxi Panva Gas Co., Ltd., Daiyi

Panva Gas Co., Ltd., and Zhongjiang Panva Gas Co., Ltd.. The Group also acquired 90% of the registered

capital of Yuechi Panva Gas Co., Ltd.. These acquisitions have been accounted for by the acquisition

method of accounting. The aggregate amount of goodwill and negative goodwill arising as a result of the

acquisitions was HK$8,951,000 and HK$22,646,000 respectively.

2004 2003
HK$’000 HK$’000
Net assets acquired:
Property, plant and equipment 203,525 82,854
Investments in securities 4,221 2,010
Inventories 1,749 2,092
Trade receivables 1,794 288
Other receivables, deposits and prepayments 17,615 24,188
Bank balances and cash 3,405 543
Trade payables (2,659) (2,077)
Other payables and accrued charges (65,958) (51,634)
Borrowings (46,183) (30,580)
Minority interests (3,252) (1,273)
114,257 26,411
Goodwill 8,951 -
Negative goodwill (22,646) (6,954)
Total consideration 100,562 19,457
Satisfied by
Cash 84,067 15,716
Amounts due to minority shareholders 16,495 3,741
100,562 19,457
Net cash outflow arising on acquisition:
Cash consideration (84,067) (15,716)
Bank balances and cash acquired 3,405 543
Net outflow of cash and cash equivalents in
respect of the acquisition of subsidiaries (80,662) (15,173)

The subsidiaries acquired during the year contributed HK$191,346,000 (2003: HK$79,027,000) to
the Group’s turnover, and HK$128,405,000 (2003: HK$63,966,000) to the Group’s profit from operations.
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28. DISPOSAL OF SUBSIDIARIES

2004 2003
HK$’000 HK$°000
Net assets disposed of:
Property, plant and equipment 149 1,833
Inventories 37 114
Trade receivables 29 52
Other receivables, deposits and prepayments 173 94
Bank balances and cash 126 3
Trade payables - (1,061)
Other payables and accrued charges (69) (16)
Minority interests 3D (139)
Asset revaluation reserves - (92)
414 788
Loss on disposal (374) (788)
Total consideration 40 -
Net cash inflow arising on disposal:
Proceeds received on disposal 40 -
Bank balances and cash disposed of (126) 3
Net outflow of cash and cash equivalents in respect
of the disposal of subsidiaries 86 3

29. MAJOR NON-CASH TRANSACTION

On 5 December 2003, the Company issued 169,492,000 shares of HK$0.1 each in the Company
upon exercise of HK$100,000,000 convertible note held by Supreme All Investments Limited (“Supreme
All”), a wholly-owned subsidiary of Sinolink. The new shares issued rank pari passu with the existing
shares in all aspects.

30. RELATED PARTY TRANSACTIONS

During the year, the following related party transactions took place:

Name of related party Nature of transactions 2004 2003

HK$’000 HK$’000

Sinolink (Note a) Licence fee expense (Note d) 460 374

Shenzhen Sinolink Enterprises Rental expense (Note d) 325 380
Co., Limited (Note b)

Supreme All (Note c) Convertible note interest (Note ¢) — 2,811
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Notes:

(a) Mr. Ou Yaping, director and shareholder of the Company, has a direct beneficial interest in
this company.

(b) It is a fellow subsidiary of the Company, of which Mr. Ou Yaping is a director.

(c) It is a wholly-owned subsidiary of Sinolink.

(d) Licence fee expense and rental expense were determined by the directors based on the
directors’ estimates of fair market value.

(e) Interest of 3% is paid payable per annum.

31. OPERATING LEASE COMMITMENTS

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

THE GROUP
2004 2003
HK$’000 HK$°000
Within one year 4,979 4,088
In the second to fifth years inclusive 10,602 12,602
Over five years 14,518 18,719
30,099 35,409

Operating lease payments represent rental payable by the Group for certain of its office properties.
Leases are negotiated for terms up to 30 years.

The Company had no operating lease commitment at the balance sheet date.

32. CAPITAL COMMITMENTS

THE GROUP
2004 2003
HKS$’000 HK$’000
Capital expenditure contracted for but not
provided in the financial statements in respect of
unpaid capital contribution of investment projects 526,008 186,361

The Company had no capital commitment at the balance sheet date.
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33. SHARE OPTIONS

The Company’s Pre-Listing Share Option Scheme (the “Pre-Listing Options”) and share option
scheme (the “Scheme”) were adopted pursuant to resolutions passed on 4 April 2001 for providing incentives
to directors and eligible employees and, unless otherwise cancelled or amended, will expire on 3 April
2011. Under the Pre- Listing Option Scheme and the Scheme, the Board of Directors of the Company may
grant options to eligible employees, including executive directors of the Company, any of its subsidiaries,
to subscribe for shares in the Company.

Movements of the share options, which were all held by directors and senior management, during
the year were as follows:

Number of share options

Outstanding Granted Exercised Lapsed Outstanding
at beginning during during during at
of year the year the year the year end of year

For the year ended
31 December 2004 31,464,000 21,200,000 (7,953,000)  (1,072,000) 43,639,000

For the year ended
31 December 2003 37,144,000 — — (5,680,000) 31,464,000

When the share options are exercised and new shares are issued, the share capital is increased by
the nominal value of the new shares issued and the share premium account is increased by the remainder of
the proceeds. No charge is recognised in the income statement in respect of the value of share options
granted. Had all the outstanding share options been fully exercised on 31 December 2004, the Company
would have received HK$89,572,000 in proceeds. Details of specific categories of options are as follows:

Exercise

Option type Date of grant Exercise period price
HK$

Pre-Listing 04.04.2001 01.01.2003 - 03.04.2011 0.475
Options 04.04.2001 01.01.2004 - 03.04.2011 0.475
2001 13.11.2001 13.02.2002 - 13.02.2007 0.940
13.11.2001 13.05.2002 - 13.02.2007 0.940

13.11.2001 13.11.2002 - 13.02.2007 0.940

2004 19.11.2004 31.12.2005 - 30.03.2011 3.500
19.11.2004 31.12.2006 — 30.03.2011 3.500

19.11.2004 31.12.2007 - 30.03.2011 3.500

Nominal consideration for options granted during the year was received.

The market price of the shares of the Company on the dates of exercise of the share options during
the year was at a range of HK$3.82 to HK$4.01 per share.

The vesting period of share options is from the date of grant until the commencement of the
exercise period.
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34. RETIREMENT BENEFITS SCHEMES

The Group’s subsidiaries operating in the PRC have participated in defined contribution retirement
schemes organised by the relevant local government authorities in the PRC. All PRC employees are entitled
to an annual pension equal to a fixed portion of their ending basic salaries at their retirement dates. The
Group is required to make specific contributions to the retirement schemes at a rate of 12 to 25 percent of
basic salary of its PRC employees and have no further obligation for post-retirement benefits beyond the
annual contributions made. Pursuant to these arrangements, the retirement plan contributions paid for the
year ended 31 December 2004 amounted to approximately HK$5,113,000 (2003: HK$3,740,000).

The Group has joined a MPF Scheme for all its non-PRC employees. The MPF Scheme is registered
with the Mandatory Provident Fund Scheme Authority under the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately from those of the Group in funds under the
control of an independent trustee. Under the rules of the MPF Scheme, the employer and its employees are
each required to make contributions to the scheme at rates specified in the rules. The only obligation of the
Group with respect of MPF Scheme is to make the required contributions under the scheme. The retirement
benefits scheme contributions arising from the MPF Scheme charged to the income statement represent
contributions payable to the funds by the Group at rates specified in the rules of the scheme. During the
year, the Group made retirement benefits scheme contributions amounting to HK$104,000 (2003:
HK$102,000).

3s. PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s subsidiaries as at 31 December 2004 are as follows:

Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group  Principal activities

DIRECTLY- OWNED SUBSIDIARY

China Pan River Group Ltd. BVI - Limited US$12,821 100%  Investment holding
liability company

INDIRECTLY- OWNED SUBSIDIARIES

Investment holding companies

China Overlink Holdings Co., BVI - Limited US$1 100%  Investment holding
Limited liability company

Panriver Investments Company ~ PRC - Limited US$30,000,000 100%  Investment holding
Limited liability company

AILAEHRAF

Singkong Investments Limited ~ Hong Kong HK$10,000 100%  Investment holding

R E A R - Limited liability

company

Sinolink LPG Investment BVI - Limited US$1 100%  Investment holding

Limited liability company
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Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group  Principal activities
Sinolink Power Investment BVI - Limited US$1 100%  Investment holding
Limited liability company
Operating subsidiaries
Auhui province
Panva (Chizhou) Gas Co., Ltd. ~ PRC - Sino-foreign RMB20,000,000 60%  Provision of LP Gas
HRHNERAR =N YN equity joint venture and related services
and gas pipeline
construction
Pan River Enterprises (Wuhu) PRC - Sino-foreign RMB32,000,000 55%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
EWEIL AR EARA A
Guizhou province
Pan River Gas (China Southwest) PRC - Sino-foreign RMB16,000,000 50.10%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
(“Panva Southwest”)
T E AR RA T
Pan River Gas (Zunyi) Co., Ltd. ~ PRC - Limited RMB4,200,000 50.10%  Wholesaling and
BHETILREA R AT liability company retailing of LP Gas
Hunan province
Chenzhou Pan River Gas PRC - Sino-foreign RMB9,000,000 60%  Wholesaling and
Industry Co., Ltd. equity joint venture retailing of LP Gas
MM B R A A A
Changde Pan River Enterprises ~ PRC - Sino-foreign RMB6,000,000 85%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
HETILRREEARAA
Changsha Pan River Enterprises  PRC - Sino-foreign RMB40,000,000 60%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
RUBILEETEARAA
Pan River Enterprises (Hengyang) PRC - Sino-foreign RMB6,000,000 84%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
BB RREEARA A
Xiang Tan Pan River Energy PRC - Sino-foreign RMB10,000,000 60%  Wholesaling and
Industry Co., Ltd. equity joint venture retailing of LP Gas

ME AL RREEARA A
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Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group  Principal activities
Yi Yang Pan River Enterprises ~ PRC - Sino-foreign RMBS,000,000 60%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
i T AR A A
Pan River Enterprises (Yongzhou) PRC - Sino-foreign RMBS,000,000 60%  Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
MBI AR A R A
Jiangsu province
Nanjing Panva LPG Company PRC - Sino-foreign RMBS50,000,000 55%  Wholesaling and
Ltd. equity joint venture retailing of LP Gas
BT LA A A RA R
Nanjing Panva Pipeline Gas PRC - Sino-foreign US$1,010,000 77.95%  Provision of LP Gas
Co., Ltd. equity joint venture and related services
MAERILERREARAA and gas pipeline
construction
Yangzhou YPC & Panva Gas PRC - Limited RMB10,000,000 27.5%  Wholesaling and
Co., Ltd. liability company (Note 3) retailing of LP Gas
RLE R (AERIR Y
AR
YPC & Panva Energy Company ~ PRC - Sino-foreign US$7,230,000 50%  Wholesaling and
Limited (“Yangzi Panva”) equity joint venture (Note 2) retailing of LP Gas
BRI REARA A
Shandong province
Jinan Panva Gas Co., Ltd. PRC - Sino-foreign RMB100,000,000 51%  Provision of LP Gas
Ve RIS YN equity joint venture and related services
and gas pipeline
construction
Sichuan province
Cangxi Panva Gas Co., Ltd. PRC - Limited RMB8,000,000 100%  Provision of natural
EREILREA R A liability company gas and related
services and gas
pipeline construction
Dayi Panva Gas Co., Ltd. PRC - Limited RMB3,300,000 100%  Provision of natural

RETTRAARRAF

liability company
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Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group  Principal activities
Le Zhi Panva Gas Co., Ltd. PRC - Limited RMB 14,800,000 100%  Provision of natural
LETILMFEARAR liability company gas and related
services and gas
pipeline construction
Pengxi Panva Gas Co., Ltd. PRC - Sino-foreign RMB3,590,000 90%  Provision of natural
BEHLARA A equity joint venture gas and related
services and gas
pipeline construction
Pingchang Panva Gas Co., Ltd. ~ PRC - Limited RMB8,000,000 90%  Provision of natural
FEBILMAHRA A liability company gas and related
services and gas
pipeline construction
Weiyuan Panva Gas Co., Ltd. PRC - Limited RMBS5,000,000 99.5%  Provision of natural
B A TR A A A liability company gas and related
services and gas
pipeline construction
Yuechi Panva Gas Co., Ltd. PRC - Limited RMB8,000,000 90%  Provision of natural
Hib E LR A R A liability company gas and related
services and gas
pipeline construction
Zhongjiang Panva Gas Co., Ltd.  PRC - Limited RMB18,816,000 100%  Provision of natural
LiRINERIR G E= o YN liability company gas and related
services and gas
pipeline construction
Ziyang Panva Gas Co., Ltd. PRC - Limited RMB9,890,000 90%  Provision of natural
BHALBRAHRA A liability company gas and related
services and gas
pipeline construction
Yunnan province
Panva Gas (Yunnan) Co., Ltd. PRC - Limited RMBS58,840,000 28.53%  Wholesaling and
THAILREAR A liability company (Note 1) retailing of LP Gas
Notes:
1. Panva Southwest holds a 56.94% equity interest.
2. Yangzi Panva is a subsidiary of the Company because the Group has control over its board
of directors.
3. Yangzi Panva holds a 55% equity interest.

None of the subsidiaries had issued any outstanding debts securities as at the balance sheet date.
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(v)  Audited financial statements for the year ended 31 December 2003

Set out below is the audited consolidated income statement, consolidated balance sheet,
balance sheet, consolidated statement of changes in equity, consolidated cash flow statement and
notes to the financial statements reproduced from the audited accounts published in the Panva Gas
Group’s Annual Report for the year ended 31 December 2003.

Consolidated Income Statement
For the year ended 31 December 2003

Notes 2003 2002
HK$’000 HKS$’000
Turnover 4 1,457,632 1,150,322
Cost of sales (1,073,289) (888,427)
Gross profit 384,343 261,895
Other operating income 5 4,218 2,752
Distribution expenses (35,541) (27,015)
Administrative expenses (67,248) (54,295)
Other operating expenses 6 (1,134) (1,818)
Profit from operations 7 284,638 181,519
Loss on disposal of subsidiaries (788) -
Gain on partial disposal of a subsidiary 541 -
Finance costs 8 (10,257) (3,216)
Profit before taxation 274,134 178,303
Taxation 10 (22,875) (8,545)
Profit before minority interests 251,259 169,758
Minority interests (42,185) (37,220)
Net profit for the year 209,074 132,538
HK cents HK cents

Earnings per share
Basic 11 33.97 21.97
Diluted 11 30.36 17.44
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Consolidated Balance Sheet
At 31 December 2003

Non-current assets
Property, plant and equipment
Intangible asset
Goodwill
Negative goodwill
Investments in securities

Current assets
Inventories
Trade receivables
Other receivables, deposits and prepayments
Amounts due from minority shareholders
Bank balances and cash

Current liabilities
Trade payables
Other payables and accruals
Taxation
Amounts due to minority shareholders
Borrowings

Net current assets

Total assets less current liabilities

Non-current liability
Borrowings

Minority interests

Net assets

Capital and reserves
Share capital
Reserves

Shareholders’ funds
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Notes 2003 2002
HK$’000 HK$’000

12 615,788 371,987
14 9,662 -
15 13,954 14,744
16 (18,022) (9,366)
17 7,906 939
629,288 378,304

18 36,374 22,986
19 183,859 93,386
218,411 101,364

20 11,246 41,276
356,809 98,224

806,699 357,236

21 79,062 89,341
68,709 16,725

29,021 7,317

20 3,414 23,517
22 32,526 14,599
212,732 151,499

593,967 205,737

1,223,255 584,041

22 378,564 100,000
844,691 484,041

(264,637) (215,668)

580,054 268,373

23 77,910 60,508
24 502,144 207,865
580,054 268,373
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Balance Sheet
At 31 December 2003

Notes 2003 2002
HK$’000 HK$’000
Non-current assets
Property, plant and equipment 12 10 -
Investments in subsidiaries 13 64,100 64,100
64,110 64,100
Current assets
Other receivables, deposits and prepayments 1,633 1,063
Amounts due from subsidiaries 13 296,372 128,447
Bank balances and cash 197,758 6,060
495,763 135,570
Current liabilities
Accrued charges 3,203 3,612
Net current assets 492,560 131,958
Total assets less current liabilities 556,670 196,058
Non-current liabilities
Borrowings 22 372,016 100,000
Net assets 184,654 96,058
Capital and reserves
Share capital 23 77,910 60,508
Reserves 24 106,744 35,550
184,654 96,058
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Consolidated Statement of Changes in Equity
For the year ended 31 December 2003

Asset
Share Share Exchange revaluation ~ Capital ~ General Retained
capital premium  reserve  reserves  reserve  reserves profit Total

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

At 1 January 2002 50,000 55,329 (107) 4,973 1,101 1,212 18,640 131,148
Exchange difference on translation of
overseas operations and net loss not

recognised in income statement - - (85) - - - - (85)
Issue of shares 505 4,267 - - - - - 4,172
Bonus issue 10,003 (10,003) - - - - - -
Transfer - - - - - 865 (865) -
Net profit for the year - - - - - - 132538 132,538
At 1 January 2003 60,508 49,593 (192) 4973 1,101 2,017 150313 268,373
Issue of shares on conversion of

convertible note 16,949 - - - - - - 16,949
Issue of shares on conversion of

convertible bonds 453 - - - - - - 453
Addition during the year - - - - - 883 - 883
Expenses incurred in connection with

issue of convertible bonds - (14,833 - - - - - (14,833
Disposal of subsidiaries - - - (92) - - - 92)
Premium arising on issue of shares - 100,332 - - - - - 100,332
Exchange difference on translation of

overseas operations and net loss not

recognised in income statement - - (1,085) - - - - (1,085)
Transfer - - - - - 1,350 (1,350) -
Net profit for the year - - - - - - 209,074 209,074
At 31 December 2003 771910 135,092 (1,277) 4,881 1,101 4310 358,037 580,054
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Consolidated Cash Flow Statement
For the year ended 31 December 2003

Notes 2003 2002
HK$’000 HK$’000
OPERATING ACTIVITIES
Profit before taxation 274,134 178,303
Adjustments for:
Depreciation 21,553 19,125
Loss on disposal of property, plant and
equipment 889 1,009
Loss on disposal of subsidiaries 788 -
Gain on partial disposal of a subsidiary (541) -
Amortisation of goodwill 790 790
Amortisation of intangible asset 373 -
Negative goodwill released to income (428) (119)
Interest income (3,303) (1,806)
Interest expenses 10,176 3,170
Operating cash flows before movements in
working capital 304,431 200,472
Increase in trade receivables (90,237) (25,922)
(Increase) decrease in inventories (11,410) 3,161
Increase in other receivables, deposits and
prepayments (91,842) (42,172)
Decrease (Increase) in amounts due from minority
shareholders 30,030 (37,217)
(Decrease) increase in trade payables (11,295) 66,987
Decrease in other payables and accruals (2,856) (106,727)
Cash generated from operations 126,821 58,582
Income taxes paid (1,171) (1,228)
Interest paid (10,695) (1,623)
NET CASH FROM OPERATING ACTIVITIES 114,955 55,731
INVESTING ACTIVITIES
Interest received 3,222 2,545
Purchase of property, plant and equipment (190,505) (98,113)
Proceeds from sale of property, plant and equipment 5,283 1,851
Purchase of investments in securities (5,144) -
Redemption of PRC bonds 187 -
Purchase of intangible asset (10,035) -
Partial disposal of a subsidiary 1,852 -
Partial acquisition of a subsidiary (994) -
Disposal of subsidiaries 25 3) -
Acquisition of subsidiaries (net cash and cash
equivalents acquired) 26 (15,173) (33,322)
NET CASH USED IN INVESTING ACTIVITIES (211,310) (127,039)
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2003 2002
HK$°000 HK$°000
FINANCING ACTIVITIES
Proceeds from issue of shares - 4,772
Proceeds from issue of convertible bonds 389,750 —
Bond issue expense (14,833) -
Net proceeds from subscription monies 374,917 4,772
New bank loans raised 26,146 12,161
Repayment of bank and other loans (32,251) (1,496)
Dividends paid by a subsidiary to minority shareholder (4,319) (5,313)
(Repayment to) advance from minority shareholders (20,103) 16,250
Contribution from minority shareholders 11,635 376
CASH FROM FINANCING ACTIVITIES 356,025 26,750
INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 259,670 (44,558)
BANK BALANCES AND CASH AT BEGINNING
OF YEAR 98,224 142,867
EFFECT ON FOREIGN EXCHANGE
RATES CHANGES (1,085) (85)
BANK BALANCES AND CASH AT
THE END OF YEAR 356,809 98,224

Notes to the Financial Statements
For the ended 31 December 2003

1. GENERAL

The Company is incorporated in the Cayman Islands as an exempted company with limited liability
and its shares are listed on the Growth Enterprise Market operated by the Stock Exchange of Hong Kong
Limited. Its ultimate holding company is Asia Pacific Promotion Limited, a private limited company
incorporated in the British Virgin Islands (“BVI”).

The principal activities of the Group are sale and distribution of Liquefied Petroleum Gas (“LP
Gas”) and natural gas in the People’s Republic of China (“PRC”) including the sale of LP Gas in bulk and
in cylinders, the provision of piped LP Gas and natural gas, construction of gas pipelines, and the sale of
LP Gas and natural gas household appliances.
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2. ADOPTION OF REVISED STATEMENT OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, the following Hong Kong Financial
Reporting Standard (“HKFRS”) issued by the Hong Kong Society of Accountants (“HKSA”). The term
HKFRS is inclusive of Statements of Standard Accounting Practice (“SSAPs”) and Interpretations approved
by the HKSA:

SSAP 12 (Revised) Income taxes

In the current year, the Group has adopted SSAP 12 (Revised) Income Taxes. The principal effect of
the implementation of SSAP 12 (Revised) is in relation to deferred tax. SSAP 12 (Revised) requires the
adoption of a balance sheet liability method, whereby deferred tax is recognised in respect of all temporary
differences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, with limited exceptions.

The adoption of this standard has had no material effect on the results for the current or prior
accounting periods. Accordingly, no prior period adjustment has been required.

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for
the revaluation of leasehold land and buildings.

The financial statements have been prepared in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and its subsidiaries (collectively the “Group”).

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

All significant intercompany transactions and balances within the Group have been eliminated
on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the
Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary at the date
of acquisition.

Goodwill arising on acquisitions is capitalised and amortised on a straight-line basis over its
useful economic life. Goodwill arising on the acquisition of subsidiaries is presented separately in

the balance sheet as a separate intangible asset.

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

Negative goodwill represents the excess of the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition is presented as a deduction from assets. To the
extent that such negative goodwill is attributable to losses or expenses anticipated at the date of
acquisition, it is released to income in the period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a straight-line basis over the remaining
average useful life of the identifiable acquired depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the acquired identifiable non-monetary assets, it is
recognised in income immediately.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any
identified impairment loss.

Investments in joint ventures

A joint venture is treated as a subsidiary if the Group can control the composition of the
board of directors.

Revenue recognition

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

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

Dividend income from investments is recognised when the shareholders’ rights to receive
payment have been established.

Revenue recognition

Gas pipelines construction revenue is recognised when the outcome of a gas connection
contract can be estimated reliably and the stage of completion at the balance sheet date can be
measured reliably. Revenue from gas connection contracts is recognised on the percentage of
completion method, measured by reference to the value of work carried out during the period.
When the outcome of a gas connection contract cannot be estimated reliably, revenue is recognised
only to the extent of contract cost incurred that is probable to be recoverable.

Operating leases

Leases where substantially all the risks and rewards of ownership of the assets remain with
the lessors are accounted for as operating leases.

Rentals payable in respect of operating leases are charged to income statement on a straight-
line basis over the terms of the respective leases.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of those assets. Capitalisation of such
borrowing costs ceases when the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in which they are
incurred.

Property, plant and equipment

Land and buildings are stated in the balance sheet at their revalued amount, being the fair
value at the date of revaluation less any subsequent accumulated depreciation and any subsequent
impairment losses. Revaluations are performed with sufficient regularity such that the carrying
amount does not differ materially from that which would be determined using fair values at the
balance sheet date.

Any revaluation increase arising on revaluation of land and buildings is credited to the
revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset
previously recognised as an expense, in which case the increase is credited to the income statement
to the extent of the decrease previously charged. A decrease in net carrying amount arising on
revaluation of an asset is dealt with as an expense to the extent that it exceeds the balance, if any,
on the revaluation reserve relating to a previous revaluation of that asset. On the subsequent sale or
retirement of a revalued asset, the attributable revaluation surplus is transferred to retained profits.

Plant and equipment are stated at cost less depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost or valuation of items of property, plant and
equipment over their estimated useful lives, using the straight-line method, at the following rates

per annum:

Leasehold land Over the unexpired term of the lease or over
the term of the equity joint venture, whichever
is shorter

Buildings 3% to 6%

Leasehold improvement 15%

Plant and equipment 6% to 10%

Furniture, fixtures and equipment 18% to 20%

Motor vehicles 6% to 18%

Gas pipelines 3%

The gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying amount of
the asset and is recognised in the income statement.

Construction in progress
Construction in progress, which includes all development expenditure and other direct costs,

including interest expenses attributable to such projects, is stated at cost. Costs on completed
construction works are transferred to property, plant and equipment.
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Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. Impairment losses
are recognised as an expense immediately, unless the relevant asset is carried at a revalued amount
under another SSAP, in which case the impairment loss is treated as a revaluation decrease under
that SSAP.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised as income immediately,
unless the relevant asset is carried at a revalued amount under another SSAP, in which case the
reversal of the impairment loss is treated as a revaluation increase under that SSAP.

Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at
cost.

Investment in securities, which are securities held for an identified long-term strategic
purpose, are measured at subsequent reporting dates at cost, as reduced by any impairment loss that
is other than temporary.

Exclusive operating right for city pipeline network

Exclusive operating right for city pipeline network is stated at cost less accumulated
amortisation and any identified impairment loss. The cost incurred for the acquisition of exclusive
operating right is capitalised and amortised on a straight-line basis over the estimated useful life of
20 years. The amortisation period and amortisation method are reviewed annually at each financial
year and for appropriateness.

Inventories

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

Construction contracts

When the outcome of a construction contract can be estimated reliably and the stage of
contract completion at the balance sheet date can be measured reliably, contract costs are charged to
the income statement by reference to the stage of completion of the contract activity at the balance
sheet date on the same basis as contract revenue is recognised.

When the outcome of a construction contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are incurred. When it is probable that total
contracts costs will exceed contract revenue, the expected loss is recognised as an expense
immediately.
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Convertible note

A convertible note is regarded as a liability until conversion occurs and the finance costs
recognised in the income statement in respect of the convertible note is calculated so as to produce
a constant periodic rate of charge on the remaining balance of the convertible note for each accounting
period.

Taxation

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

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

Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amount of assets and liabilities in the financial statements and the corresponding tax bases
used in the computation of taxable profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised.

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

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised. Deferred tax is charged or credited to the income statement,
except when it relates to items charged or credited directly to equity, in which case the deferred tax
is also dealt with in equity.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange prevailing
on the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are re-translated at the rates prevailing on the balance sheet date. Profits and losses arising on
exchange are included in net profit or loss for the year.

On consolidation, the assets and liabilities of the Group’s overseas operations are translated
at exchange rates prevailing on the balance sheet date. Income and expense items are translated at
the average exchange rates for the year. Exchange differences arising, if any, are classified as equity
and transferred to the Group’s exchange reserve. Such translation differences are recognised as
income or as expenses in the period in which the operation is disposed of.
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Retirement benefits scheme

The retirement benefit costs charged in the income statement represent the contributions
payable in respect of the current year to the Group’s defined contribution scheme and Mandatory
Provident Fund Scheme (“MPF Scheme”) in Hong Kong and the state — sponsored retirement plan
for its employees in the PRC.

4. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group has currently divided its operations into two business
segments, namely sale and distribution of gas fuel and related products and gas pipeline construction.
The principal activities of the business segments are as follows:

Sale and distribution of gas — Sale of LP Gas in bulk and in cylinders, provision of piped

fuel and related products LP Gas and natural gas, and sale of LP Gas and natural
gas household appliances

Gas pipeline construction — Construction of gas pipelines

An analysis of the Group’s turnover and contribution to profit from operations for the year
ended 31 December 2003 is as follows:

Sale and
distribution of Gas
gas fuel and pipeline
related products construction Consolidated
HK$’000 HK$’000 HK$’000

31 December 2003
REVENUE
External 1,137,872 319,760 1,457,632
SEGMENT RESULTS 67,201 224,866 292,067
Other operating income 4,218
Unallocated corporate expenses (11,647)
Profit from operations 284,638
Loss on disposal of subsidiaries (788)
Gain on partial disposal of a subsidiary 541
Finance costs (10,257)
Profit before taxation 274,134
Taxation (22,875)
Profit before minority interests 251,259
Minority interests (42,185)
Net profit for the year 209,074
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31 December 2002

REVENUE
External

SEGMENT RESULTS

Other operating income
Unallocated corporate expenses

Profit from operations
Finance costs

Profit before taxation
Taxation

Profit before minority interests
Minority interests

Net profit for the year

Sale and
distribution of Gas
gas fuel and pipeline
related products construction Consolidated
HK$°000 HKS$’000 HK$’000
983,840 166,482 1,150,322
55,791 128,338 184,129
2,752
(5,362)
181,519
(3,216)
178,303
(8,545)
169,758
(37,220)
132,538

As over 90% of the assets of the Group are attributable to sale and distribution of gas fuel

and related products, an analysis of segment assets and liabilities is not presented.

Geographical segments

The Group’s operations are situated in the PRC and its revenue was derived principally from

there. Accordingly no geographical segment information is presented.

OTHER OPERATING INCOME

Interest on bank deposits

Negative goodwill released to income

Sundry income
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6. OTHER OPERATING EXPENSES
2003 2002
HKS$’000 HK$°000
Loss on disposal of property, plant and equipment 889 1,009
Sundries 245 809
1,134 1,818
7. PROFIT FROM OPERATIONS
2003 2002
HKS$’000 HK$°000
Profit from operations has been arrived at after charging:
Auditors’ remuneration 1,392 1,077
Staff costs
Directors’ fees - -
Directors’ emoluments (Note 9) 3,580 3,238
Staff costs, excluding directors’ emoluments 30,717 30,614
Retirement benefits scheme contributions, excluding
directors’ emoluments 3,751 4,508
38,048 38,360
Amortisation of intangible asset (included in
administrative expenses) 373 -
Amortisation of goodwill (included in
administrative expenses) 790 790
Depreciation 21,553 19,125
Operating lease rentals in respect of property,
plant and equipment 7,593 3,834
8. FINANCE COSTS
2003 2002
HK$’000 HK$’000
Interest expenses on bank and other loans and convertible
note and bonds wholly repayable within five years 10,176 3,170
Bank charges 81 46
10,257 3,216
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9. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
2003 2002
HK$’000 HK$°000
Directors’ emoluments:
Fees:
Executive directors - -
Non-executive directors - -
Independent non-executive directors - -
Other emoluments (executive directors):
Salaries and other benefits 3,189 2,897
Bonus 300 250
Retirement benefits scheme contributions 91 91
Total emoluments 3,580 3,238

For the year ended 31 December 2003, salaries and other benefits paid to the four executive
directors were HK$1,739,000, HK$707,000, HK$505,000 and HK$238,000 respectively; bonus paid to the
four executive directors were HK$300,000, nil, nil and nil respectively; and retirement benefits scheme
contributions paid to the four executive directors were HK$42,000, HK$19,000, HK$30,000 and nil
respectively.

For the year ended 31 December 2002, salaries and other benefits paid to the three executive
directors were HK$1,715,000, HK$704,000 and HK$478,000 respectively; bonus paid to the three executive
directors were HK$200,000, HK$30,000 and HK$20,000 respectively; and retirement benefits scheme
contributions paid to the three executive directors were HK$42,000, HK$30,000 and HK$19,000 respectively.

Employees’ emoluments:

Of the five highest paid individuals four (2002: three) are directors of the Company. The emoluments
of the remaining one (2002: two) individual are as follows:

2003 2002
HK$’000 HK$°000
Salaries and other benefits 603 326

The emoluments of the remaining highest paid individuals were within the following bands:

Number of employees
2003 2002

Up to HK$1,000,000 1 2
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10. TAXATION

No provision for Hong Kong Profits Tax has been made as the Group’s income neither arises in nor

derived from Hong Kong.
The tax rate applicable for all other PRC subsidiaries ranges from 15% to 33%.

Pursuant to the relevant laws and regulations in the PRC, certain of the Company’s PRC subsidiaries
are entitled to exemption from PRC enterprise income tax for the first two years commencing from their
first profit-making year of operation and thereafter, these PRC subsidiaries will be entitled to a 50% relief
from PRC enterprise income tax for the following three years. The reduced tax rate for the relief period
ranges from 12% to 16.5%. PRC enterprise income tax for the year has been provided for after taking these

tax incentives into account.

The charge for the year can be reconciled to the profit in the consolidated income statement as

follows:
2003 2002
HK$’000 HK$’000
Profit before taxation 274,134 178,303
Tax at the applicable tax rate of 33% (2002: 33%) 90,464 58,840
Tax effect of tax losses not recognised 5,371 2,086
Tax effect of expenses not deductible for tax purpose 7,391 5,517
Tax effect of income that is exempted from PRC enterprise
income tax in determining taxable profit (58,444) (45,815)
Effect of different tax rates of subsidiaries entitled to 50%
reduction in PRC enterprise income tax rates and operating
in different provinces (21,907) (12,083)
Tax expense 22,875 8,545

At the balance sheet date, the Group has unused tax losses of HK$44,704,000 (2002: HK$28,430,000)
available for offset against future profits. No deferred tax asset has been recognised due to the unpredictability
of future profit streams. Out of the unrecognised tax losses, HK$1,400,000 (2002: nil) has been expired.
The remaining unrecognised tax losses of HK$43,304,000 (2002: HK$28,430,000) will expire within five

years from the date of origination.
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11. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share for the year is based on the following

data:
THE GROUP
2003 2002
HK$’000 HK$°000
Profit for the year 209,074 132,538
Earnings for the purposes of basic earnings per share 209,074 132,538
Effect of dilutive potential ordinary shares:
Interest on convertible note - 3,000
Interest on convertible bonds 5,408 -
Earnings for the purposes of diluted earnings per share 214,482 135,538
Weighted average number of ordinary shares for the
purposes of basic earnings per share 615,401,000 603,272,000
Effect of dilutive potential ordinary shares:
Options 25,884,000 4,197,000
Convertible note - 169,492,000
Convertible bonds 65,234,000 -
Weighted average number of ordinary shares for the
purposes of diluted earnings per share 706,519,000 776,961,000
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12. PROPERTY, PLANT AND EQUIPMENT

Medium term

leasehold land Plant Furniture
and buildings Leasehold ~ Construction and and Motor Gas
in the PRC improvements  in progress  equipment fixtures vehicles pipelines Total
HKS$'000 HKS$ 000 HKS$ 000 HKS$ 000 HKS$'000 HKS 000 HKS$ 000 HKS'000
THE GROUP
COST OR
VALUATION
At 1 January 2003 75,607 18 12,238 147,309 5,036 26,084 157,011 423,303
Acquired on acquisition
of subsidiaries 5,988 - 46,518 1,376 245 200 28,507 82,854
Disposed on disposal
of subsidiaries (1,130) (19) - (925) (24) (242) - (2,339)
Additions 6,791 2,306 30317 4,696 3,616 5,770 136,509 190,505
Disposals - - (4,044) (111) (1) (4,775) 2 (9,003)
Transfer 3,559 - (30,977 2,687 210 85 24436 -
At 31 December 2003 90815 2,306 54,052 155,032 9,012 7,122 346,481 085,320
Comprising:
At cost - 2,806 54,052 155,032 9,012 7,122 346,481 594,505
At valuation
31 December 2003 90,815 - - - - - - 90,815
90,815 2,806 54052 155,032 9,012 7,122 346,481 685,320
DEPRECIATION
At 1 January 2003 4,946 6 - 28,849 2,004 10,398 5113 51,316
Disposed on disposal
of subsidiaries (130 () - (274) (20 (76) - (506)
Provided for the year 2,502 21 - 8,093 923 3,224 6,790 21,553
Eliminated on disposal - - - (10) (13) (2,803) - (2,831)
At 31 December 2003 7317 ) - 36,658 2,889 10,743 11,903 69,532
NET BOOK VALUES
At 31 December 2003 83,498 2,784 54,052 118,374 6,123 16,379 334578 615,788
At 31 December 2002 70,661 12 12,238 118 460 3,032 15,686 151,898 371,987

The leasehold land and buildings of the Group in the PRC were valued at 31 January 2001 by
Messrs. DTZ Debenham Tie Leung Limited, Chartered Surveyors, on an open market value basis. Messrs.
DTZ Debenham Tie Leung Limited are not connected with the Group.

No professional valuation of the leasehold land and buildings was carried out at 31 December 2003
as, in the opinion of the directors, the carrying value of the leasehold land and buildings was not materially
different from the open market value at 31 January 2001.

If the leasehold land and buildings had not been revalued they would have been included in these

financial statements at historical cost less accumulated depreciation at HK$78,160,000 (2002:
HK$66,322,000).
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13.

14.

The Group had pledged property, plant and equipment with a net book value of approximately
HK$43,963,000 (2002: HK$8,135,000) to secure banking facilities granted to the Group.

THE COMPANY
COST
Additions during the year and at 31 December 2003

DEPRECIATION
Provided for the year and at 31 December 2003

NET BOOK VALUE
At 31 December 2003

Plant and
equipment
HK$°000

13

3)

INVESTMENTS IN SUBSIDIARIES/AMOUNTS DUE FROM SUBSIDIARIES

Unlisted shares

THE COMPANY
2003 & 2002
HK$’000

64,100

The amounts due from subsidiaries are unsecured, interest free and have no fixed terms of repayment.

Particulars of the Company’s subsidiaries at 31 December 2003 are set out in note 35.

INTANGIBLE ASSET

COST
Acquired during the year and at 31 December 2003

AMORTISATION
Charge for the year and at 31 December 2003

NET BOOK VALUE
At 31 December 2003

THE GROUP
Exclusive operating
right for city
pipeline network
HK$°000

10,035

(373)

9,662

The Group’s exclusive operating right for city pipeline network was purchased from third parties.

The exclusive operating right is amortised on a straight line basis over 20 years.
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15.

16.

the date of acquisition, HK$9,485,000 of negative goodwill was identified.

GOODWILL

COST
At 1 January and 31 December 2003

AMORTISATION
At 1 January 2003
Charge for the year

At 31 December 2003

NET BOOK VALUE
At 31 December 2003

At 31 December 2002

The amortisation period adopted for goodwill is 20 years.

NEGATIVE GOODWILL

GROSS AMOUNT

At 1 January 2003

Arising on acquisition during the year

Arising on acquisition of additional interest in a subsidiary

At 31 December 2003

RELEASED TO INCOME
At 1 January 2003
Released during the year

At 31 December 2003

CARRYING AMOUNT
At 31 December 2003

At 31 December 2002

THE GROUP
2003
HK$’000

15,801

1,057
790

1,847

13,954

14,744

THE GROUP
2003
HK$’000
9,485

6,954

2,130

18,569

119

428

547

18,022

9,366

The negative goodwill in 2002 arose on the Group’s acquisition of Weiyuan Panva Gas Co., Ltd.. At
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The negative goodwill in 2003 arose from the Group’s acquisition of Lezhi Panva Gas Co., Ltd. and
Pingchang Panva Gas Co., Ltd.. At the date of acquisition, HK$1,195,000 and HK$5,759,000 of negative
goodwill was identified.

The negative goodwill in 2003 arose on the acquisition of an additional interest in Chenzhou Pan
River Gas Industry Co., Ltd..

The negative goodwill is released to income on a straight-line basis over 30 years, being the
remaining weighted average useful life of the depreciable assets acquired.

17. INVESTMENTS IN SECURITIES

THE GROUP
2003 2002
HK$’000 HK$’000
Unlisted shares in the PRC, at cost 7,906 752
PRC bonds, at cost - 187
7,906 939

18. INVENTORIES

THE GROUP
2003 2002
HK$’000 HK$’000

COST

Finished goods 23,442 11,512
Consumables 12,932 11,474
36,374 22,986

19. TRADE RECEIVABLES

The Group has a policy of allowing an average credit period ranging from 0 to 90 days to its

customers.

The following is an aged analysis of trade receivables at the reporting date:

THE GROUP
2003 2002
HK$’000 HK$°000
0 to 90 days 132,853 84,343
91 to 180 days 46,872 4,373
181 to 360 days 2,430 1,607
Over 360 days 1,704 3,063
183,859 93,386
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20. AMOUNTS DUE FROM/TO MINORITY SHAREHOLDERS

2003 2002
HK$’000 HK$’000
Current:
Amounts due from minority shareholders 11,246 41,276
Amounts due to minority shareholders 3,414 23,517
The balances are unsecured, interest free and repayable on demand.
21. TRADE PAYABLES
The following is an aged analysis of trade payables at the reporting date:
THE GROUP
2003 2002
0 to 90 days 72,702 80,940
91 to 180 days 1,133 115
181 to 360 days 763 64
Over 360 days 4,464 8,222
79,062 89,341
22. BORROWINGS
THE GROUP THE COMPANY
2003 2002 2003 2002
HK$°000 HKS$°000 HK$°000 HKS$°000
Bank loans (secured) 32,863 2,438 - -
Bank loans (unsecured) 5,239 12,161 - -
Other loans (unsecured) 972 - - -
Convertible note - 100,000 - 100,000
Convertible bonds 372,016 - 372,016 -
411,090 114,599 372,016 100,000
The maturity of the above
loans is as follows:
On demand or within
one year 32,526 14,599 - -
More than one year but not
exceeding two years 3,929 100,000 - -
More than two years but
not exceeding five years 374,635 - 372,016 100,000
411,090 114,599 372,016 100,000
Less: Amount due within
one year shown
under current
liabilities (32,526) (14,599) - -
Non-current portion 378,564 100,000 372,016 100,000
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The interest rate paid on both bank and other loans during the year was based on prevailing market
rates.

The convertible note was fully converted to shares of the Company. Please refer to Note 23 for
details.

The convertible bonds were issued on 23 April 2003. The bonds are convertible into shares of the
Company on or after 7 June 2003 and up to 9 April 2008. The conversion price at which each share shall be
issued upon conversion shall be HK$3.804 per share (adjusted to account for the effect of issue of the
additional new shares). The outstanding unconverted principal amount of the bonds will be redeemed on 23
April 2008 at 108.119%. Interest of 2% is payable per annum.

23. SHARE CAPITAL

Number of shares Share capital
2003 2002 2003 2002
HK$’000 HK$°000
Authorised:
Shares of HK$0.1 each
Balance as at 1 January
and as at 31 December 2,000,000,000 2,000,000,000 200,000 200,000
Issued and fully paid:
Balance as at 1 January 605,076,000 500,000,000 60,508 50,000
Share options exercised - 5,043,000 - 505
Bonus issue - 100,033,000 - 10,003
Issued on conversion of
convertible note 169,491,525 - 16,949 -
Issued on conversion of
convertible bonds 4,530,366 - 453 -
Balance as at
31 December 779,097,891 605,076,000 77,910 60,508

On 26 April 2002, the Company issued 100,033,000 shares of HK$0.1 each in the Company as a
bonus issue of shares on the basis of one new share of HK$0.1 each for every five existing shares held by
the shareholders of the Company by the way of capitalising of the sum of HK$10,003,300 standing to the
credit of the share premium account of the Company.

During 2002, the subscription rights attached to 165,000 shares and 4,878,000 share options were
exercised at the subscription prices of HK$1.13 and HK$0.94 per share respectively resulting in the issue
of 5,043,000 shares of HK$0.1 each in the Company for a total cash consideration, before expenses, of
HK$4,772,000.

On 5 December 2003, the Company issued 169,491,525 shares of HK$0.1 each in the Company
upon conversion of HK$100,000,000 convertible note by the noteholder at a conversion price of HK$0.59.

During the year, 4,530,366 shares of HK$0.1 each in the Company were issued for a total
consideration of HK$17,744,000 to the convertible bondholders at the conversion price of HK$3.9169.

All the shares which were issued during the year rank pari passu with the then existing shares in all
respects.
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24. RESERVES

Asset
Share  Exchange Capital General revaluation Retained
premium reserve reserve reserves reserves profit Total
HKS$’000 HKS$'000 HKS$'000 HK$’000 HK$’000 HKS$’000 HKS$'000
THE GROUP
At 1 January 2002 55,329 (107) 1,101 1,212 4973 18,640 81,148

Exchange difference on
translation of overseas
operations and net loss
not recognised in income

statement - (85) - - - - (85)
Premium arising on issue

of shares 4,267 - - - - - 4,267
Bonus issue (10,003) - - - - - (10,003)
Transfer - - - 865 - (865) -
Net profit for the year - - - - - 132,538 132,538
At 1 January 2003 49,593 (192) 1,101 2,077 4,973 150,313 207,865
Addition during the year - - - 883 - - 883

Exchange difference on
translation of overseas
operations and net loss
not recognised in income

statement - (1,085) - - - - (1,085)
Premium arising on issue

of shares 100,332 - - - - - 100,332
Expenses incurred in

connection with the issue

of convertible bonds (14,833) - - - - - (14,833)
Disposal of subsidiaries - - - - (92) - (92)
Transfer - - - 1,350 - (1,350) -
Net profit for the year - - - - - 209,074 209,074
At 31 December 2003 135,092 (1,277) 1,101 4,310 4,881 358,037 502,144
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Share Accumulated
premium losses Total
HK$’000 HK$’000 HK$°000
THE COMPANY
At 1 January 2002 55,329 (4,416) 50,913
Premium arising on issue of shares 4,267 - 4,267
Bonus issue (10,003) - (10,003)
Net loss for the year - (9,627) (9,627)
At 1 January 2003 49,593 (14,043) 35,550
Premium arising on issue of shares 100,332 - 100,332
Expenses incurred in connection with
the issue of convertible bonds (14,833) - (14,833)
Net loss for the year - (14,305) (14,305)
At 31 December 2003 135,092 (28,348) 106,744

General reserves represent Enterprise Expansion Fund and General Reserve Fund set aside by
certain subsidiaries in accordance with the relevant laws and regulations of the PRC. They are not available
for distribution.

Capital reserve represents the contribution from the minority shareholders of the subsidiaries waived.

The Company’s reserves available for distribution represent the share premium and retained profits.
Under the Companies Law (Revised) Chapter 22 of the Cayman Islands, the share premium of the Company
is available for paying distributions or dividends to shareholders subject to the provisions of its Memorandum
or Articles of Association and provided that immediately following the distribution or dividend the Company
is able to pay its debts as they fall due in the ordinary course of business. In accordance with the Company’s
Articles of Association, dividends can be distributed out of the share premium, net of accumulated losses of
the Company, of HK$106,744,000 (2002: HK$35,550,000).
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25. DISPOSAL OF SUBSIDIARIES

In December 2003, the Group disposed of two subsidiaries, Nanling Pan River LPG Co., Ltd.
(“Nanling Pan River”) and Wuhu Pan River Jiangbei Enterprises Co., Ltd. (“Jiangbei Pan River”). The net
assets of Nanling Pan River and Jiangbei Pan River at the date of disposal and at 31 December 2003 were
as follows:

2003 2002
HKS$’000 HK$’000
Net assets disposed of:

Property, plant and equipment 1,833 -
Inventories 114 -
Trade receivables 52 -
Bank balances and cash 3 -
Other receivables, deposits and prepayments 94 -
Trade payables (1,061) -
Other payables and accruals (16) -
Minority interests (139) -
Asset revaluation reserves (92) -
788 -
Loss on disposal (788) -
Total consideration - -

Net cash outflow arising on disposal:
Bank balances and cash disposed of 3 —
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26. ACQUISITION OF SUBSIDIARIES

During the year, the Group acquired 100%, and 90% of the registered capital of Lezhi Panva Gas

Co., Ltd. and Pingchang Panva Gas Co., Ltd.. Both acquisitions have been accounted for by the acquisition

method of accounting. The amount of negative goodwill arising as a result of the acquisitions was

HK$1,195,000 and HK$5,759,000, respectively.

2003 2002
HK$’000 HK$’000
Net assets acquired:
Property, plant and equipment 82,854 77,729
Other investments 2,010 344
Inventories 2,092 126
Trade receivables 288 782
Other receivables, deposits and prepayments 24,188 1,386
Bank and cash balances 543 1,033
Trade payables (2,077) (3,119)
Other payables and accruals (51,634) (34,960)
Short term borrowings (4,902) (660)
Long term borrowings (25,678) -
Minority interests (1,273) (1,282)
26,411 41,379
Goodwill - 2,461
Negative goodwill (6,954) (9,485)
Total consideration 19,457 34,355
Satisfied by
Cash paid 15,716 34,355
Payable 3,741 -
19,457 34,355
Net cash outflow arising on acquisition:
Cash consideration (15,716) (34,355)
Bank balances and cash acquired 543 1,033
(15,173) (33,322)

The subsidiaries acquired during the year contributed HK$79,027,000 to the Group’s turnover, and

HK$63,966,000 to the Group’s profit from operations.
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27. MAJOR NON-CASH TRANSACTION

On 5 December 2003, the Company issued 169,492,000 shares of HK$0.1 each in the Company
upon exercise of HK$100,000,000 convertible note held by Supreme All Investments Limited (“Supreme
All”), a wholly-owned subsidiary of Sinolink Worldwide Holdings Limited (“Sinolink™). The new shares
rank pari passu with the existing shares in all aspects.

28. RELATED PARTY TRANSACTIONS

During the year, the following related party transactions took place:

Name of related party Nature of transactions 2003 2002

HK$’000 HK$°000
Sinolink (Note a) Licence fee expense (Note d) 374 374
Shenzhen Sinolink Enterprises =~ Rental expense (Note d) 380 370

Co., Limited (Note b)

Supreme All (Note c) Convertible note interest (Note e) 2,811 3,000

Notes:

(a) Mr. Ou Yaping, a director and shareholder of the Company, has direct beneficial interest in
this company.

(b) It is a fellow subsidiary of the Company, of which Mr. Ou Yaping is a director.

(c) It is a wholly-owned subsidiary of Sinolink.

(d) Licence fee expense and rental expense were determined by the directors based on the
directors’ estimates of fair market value.

(e) Interest of 3% is payable per annum.

29. CONTINGENT LIABILITIES

The Group and the Company had no contingent liabilities as at 31 December 2003.
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30. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had commitments for future minimum lease payments in

respect of property, plant and equipment under non-cancellable operating leases which fall due as follows:

THE GROUP THE COMPANY
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK3$°000
Within one year 4,088 4,558 — 170

In the second to fifth years

inclusive 12,602 9,602 — —
Over five years 18,719 20,724 - -
35,409 34,884 - 170

Operating lease payments represent rentals payable by the Group for certain of its office properties.
Leases are negotiated for terms up to 30 years.

31. CAPITAL COMMITMENTS

THE GROUP
2003 2002
HK$’000 HK$°000
Commitments for the interest in subsidiaries
— contracted for but not provided in the financial statements 186,361 87,618

The Company had no capital commitment at the balance sheet date.
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32. SHARE OPTIONS

The Company’s Pre-Listing Share Option Scheme (the “Pre-Listing Options”) and share option
scheme (the “Scheme”) were adopted pursuant to resolutions passed on 4 April 2001 for providing incentives
to directors and eligible employees which, unless otherwise cancelled or amended, will expire on 3 April
2011. Under the Pre-Listing Option Scheme and the Scheme, the Board of Directors of the Company may
grant options to eligible employees, including executive directors of the Company, and any of its subsidiaries,
to subscribe for shares in the Company.

Movements of the share options during the year were as follows:

Outstanding at

beginning of year Exercised Granted Lapsed  Outstanding
Before After during during during at
adjustment adjustment the year the year the year end of year
For the year ended
31 December 2003 37,144,000 37,144,000 - - 5,680,000 31,464,000
For the year ended
31 December 2002 36,550,000 43,620,000 5,076,000 - 1,400,000 37,144,000

When the share options are exercised and new shares are issued, the share capital is increased by
the nominal value of the new shares issued and the share premium account is increased by the remainder of
the proceeds. No charge is recognised in the income statement in respect of the value of share options
granted. Had all the outstanding share options been fully exercised on 31 December 2003, the Company
would have received HK$19,979,000 in proceeds. Details of specific categories of options are as follows:

Exercise

Option type Date of grant Exercise period price
HK$

Pre-Listing 04.04.2001 01.01.2003 - 03.04.2011 0.475
Options 04.04.2001 01.01.2004 — 03.04.2011 0.475
2001 13.11.2001 13.02.2002 - 13.02.2007 0.940
13.11.2001 13.05.2002 - 13.02.2007 0.940

13.11.2001 13.11.2002 - 13.02.2007 0.940

The number of share options outstanding at the beginning of 2002 and the exercise prices have been
adjusted to reflect the effect of the bonus share dividend issued during 2002. The market values of the
shares on the dates of exercise of the share options were HK$1.66, HK$2.10 and HK$4.05 respectively.

The vesting period of share options is from the date of grant until the commencement of the
exercise period.
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33. RETIREMENT BENEFITS SCHEME

The Group companies operating in the PRC participate in defined contribution retirement schemes
organised by the relevant local government authorities in the PRC. All PRC employees are entitled to an
annual pension equal to a fixed portion of their ending basic salaries at their retirement dates. The Company
is required to make specific contributions to the retirement schemes at a rate of 12 to 25 percent of basic
salary of its PRC employees and have no further obligation for post-retirement benefits beyond the annual
contributions made. Pursuant to these arrangements, the retirement plan contributions paid for the year
ended 31 December 2003 amounted to approximately HK$3,740,000 (2002: HK$4,407,000).

The Group has joined a MPF Scheme for all its non-PRC employees. The MPF Scheme is registered
with the Mandatory Provident Fund Scheme Authority under the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately from those of the Group in funds under the
control of an independent trustee. Under the rules of the MPF Scheme, the employer and its employees are
each required to make contributions to the scheme at rates specified in the rules. The only obligation of the
Group with respect of MPF Scheme is to make the required contributions under the scheme.

The retirement benefits scheme contributions arising from the MPF Scheme charged to the income
statement represent contributions payable to the funds by the Group at rates specified in the rules of the

scheme.

During the year, the Group made retirement benefits scheme contributions amounting to HK$102,000
(2002: HK$192,000).

34. POST BALANCE SHEET EVENTS

(a) In January 2004, the Company issued 155,200,000 new shares of HK$0.1 each in the Company
at the subscription price of HK$4 per share to Kenson.

(b) In January 2004, the Company signed the formal agreement with the Municipal Government

of the municipality of Yuechi, Sichuan Province of the PRC for the acquisition of a 90%
interest in Yuechi Natural Gas Company at a consideration of HK$34,612,000.
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35.

PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s subsidiaries as at 31 December 2003 are as follows:

Name of company
Directly-owned subsidiary

China Pan River Group Ltd.

Indirectly-owned subsidiaries

Chenzhou Pan River Gas
Industry Co., Ltd.
WMETRAEEARA A

China Overlink Holdings Co.,
Limited

Chizhou Panva Gas Co., Ltd.
WA A LREARA A

Chuzhou YPC & Panva
Energy Co., Ltd.
WG T AR A WA

Lezhi Panva Gas Co., Ltd.
SEHIREERA

Jinan Panva Gas Co., Ltd.
R AR A RA A

Nanjing Panva LPG Company
Lid.
P LML 5 A 7

Nanjing Panva Pipeline Gas
Co., Ltd.
B LS EREARA A

Place of

incorporation/
establishment
and operation

BVI - Limited
liability company

PRC - Sino-foreign
equity joint venture

BVI - Limited
liability company

PRC - Sino-foreign
equity joint venture

PRC - Sino-foreign
equity joint venture

PRC - Limited
liability company

PRC - Sino-foreign
equity joint venture

PRC - Sino-foreign
equity joint venture

PRC - Sino-foreign
equity joint venture
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Issued and Percentage of
paid up equity interest
share capital/ attributable
registered capital to the Group
12,821 shares of US$1 100%
RMBY,000,000 60%
1 share of US$1 100%
RMB20,000,000 60%
RMB1,000,000 30%

(Note 1)
RMB14,800,000 100%
RMB100,000,000 51%
RMB50,000,000 55%
US$1,010,000 77.95%

Principal activities

Investment holding

Wholesaling and
retailing of LP Gas

Investment holding

The provision of
LP Gas and related
services and gas
pipeline construction

Wholesaling and
retailing of LP Gas

The provision of
natural gas and related
services and gas
pipeline construction

The provision of LP Gas,
natural gas and related
services and gas
pipeline construction

Wholesaling and
retailing of LP Gas

The provision of
LP Gas and related
services and gas
pipeline construction



APPENDIX IV FINANCIAL INFORMATION RELATING TO
THE PANVA GAS GROUP

Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group Principal activities
Pingchang Panva Gas Co., Ltd. PRC - Limited RMBS,000,000 90% The provision of
FETLRAA R liability company natural gas and
related services and
gas pipeline
construction
Panriver Investments Company PRC - Limited US$30,000,000 100% Investment holding
Limited liability company
AL EARAT
Panva Gas (Yunnan) Co., Ltd. PRC - Limited RMB58,840,000 28.53% Wholesaling and
ERATTREERA A liability company (Note 2) retailing of LP Gas
Pan River Enterprises (Changde) ~ PRC - Sino-foreign RMB6,000,000 85% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
HEALRRERARAA
Pan River Enterprises (Changsha) ~ PRC - Sino-foreign RMB40,000,000 60% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
RUBILERIEARLA
Pan River Enterprises (Hengyang) ~ PRC - Sino-foreign RMB6,000,000 84% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
LR EARA
Pan River Enterprises (Wuhu) PRC - Sino-foreign RMB32,000,000 55% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
EMELREEEARA
Pan River Gas (China Southwest) ~ PRC - Sino-foreign RMB16,000,000 50.10% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
(“Panva Southwest”)
AL r R A A A
Pengxi Panva Gas Co., Ltd. PRC - Sino-foreign RMB3,590,000 90% The provision of
BRETRAARA A equity joint venture natural gas and
related services and
gas pipeline
construction
Singkong Investments Limited Hong Kong 10,000 ordinary 100% Investment holding
BB EAR A - Limited lability shares of
company HKS1 each
Sinolink LPG Investment BVI - Limited 1 share of US$! 100% Investment holding
Limited liability company
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Place of Issued and Percentage of
incorporation/ paid up equity interest
establishment share capital/ attributable
Name of company and operation registered capital to the Group Principal activities
Sinolink Power Investment BVI - Limited 1 share of US$1 100% Investment holding
Limited liability company
Weiyuan Panva Gas Co., Ltd. PRC - Limited RMB3,000,000 99.5% The provision of
BEATLRAERAR liability company natural gas and
related services and
gas pipeline
construction
Xiangtan Pan River Energy PRC - Sino-foreign RMB10,000,000 55% Wholesaling and
Industry Co., Ltd. equity joint venture retailing of LP Gas
METILRREEARAT
Yiyang Pan River Enterprises PRC - Sino-foreign RMBS5,000,000 60% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
HHALRREEARAR
Yongzhou Pan River Enterprises ~ PRC - Sino-foreign RMBS3,000,000 60% Wholesaling and
Co., Ltd. equity joint venture retailing of LP Gas
A BT E AR
Yangzi Petrochemical Baijiang PRC - Sino-foreign US$7,230,000 50% Wholesaling and
Energy Resources Co., Ltd. equity joint venture (Note 3) retailing of LP Gas
(“Yangzi Panva”)
BT AETREARA
Yangzhou YPC & Panva Gas PRC - Limited RMB10,000,000 27.5% Wholesaling and
Co., Ltd. (“Yangzhou YPC”) liability company (Note 4) retailing of LP Gas
MG T RCEILREARA A
Ziyang Panva Gas Co., Ltd. PRC - Limited RMBY,890,000 90% The provision of
BB AILREHRA A liability company natural gas and
related services
and gas pipeline
construction
Zunyi Pan River Gas Co., Ltd. PRC - Limited RMB4,200,000 50.10% Wholesaling and
BRATTRAERA A liability company retailing of LP Gas
Notes:
1. Yangzi Panva holds a 60% equity interest.
2. Panva Southwest holds a 56.94% equity interest.
3. Yangzi Panva is a subsidiary of the Group because the Group has control over the board of
directors.
4. Yangzi Panva holds a 55% equity interest.

None of the subsidiaries had issued any debt securities as at the end of the year.
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Company. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made all
reasonable enquiries, that to the best of their knowledge and belief there are no other facts the omission
of which would make any statement contained herein misleading.

2. DISCLOSURE OF DIRECTORS’ INTEREST

As at the Latest Practicable Date, the interests of the Directors and chief executive of the Company
in the shares, underlying shares and debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) which (i) were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO); or (ii) were required to be
entered in the register maintained by the Company pursuant to section 352 of the SFO; or (iii) were
required to be notified to the Company and the Stock Exchange pursuant to the Appendix 10 of the
Model Code for Securities Transactions by Directors of Listed Companies as contained in the Listing
Rules, were as follows:

(a) Long positions in Shares and underlying Shares

Approximate
Interest in percentage
underlying of the
Interests in Shares Total shares Company’s
Name of Family ~ Corporate interest pursuantto  Aggregate issued share
Directors Capacity interest interest ~in Shares share options interest capital
Chen Wei Beneficial owner - - - 12,000,000 12,000,000 0.51%
Law Sze Lai Beneficial owner - - - 8,000,000 8,000,000 0.34%
Ou Yaping Family interest and 6,475,920 1,374,222,000 1,380,697,920 - 1,380,697,920 58.82%
interest of controlled (Note I)
corporation
Tang Yui Man Beneficial owner - - - 19,000,000 19,000,000 0.81%
Francis
Davin A. Beneficial owner - - - 2,000,000 2,000,000 0.09%
Mackenzie
Xin Luo Lin Beneficial owner - - - 2,000,000 2,000,000 0.09%

Note 1: These Shares are held by Asia Pacific, a company incorporated in the British Virgin Islands,
which is legally and beneficially owned by Mr. Ou Yaping, the chairman of the Company.
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(b)

Directors’ interests or short positions in shares and underlying shares of associated

corporations
Total interest Interest in Approximate
in shares underlying percentage
long shares  Aggregate of the issued
Name of positions/  pursuant interest/ share capital
Name of associated Nature of (short to share (short of associated
Directors corporations Capacity interest positions) options  positions) corporations
Chen Wei Panva Gas  Beneficial owner Personal 4,160,000 8,040,000 12,200,000 1.29%
Law Sze Lai  Enerchina  Beneficial owner Personal 540,000 - 540,000 0.02%
Davin A. Enerchina  Beneficial owner Personal - 2,288,000 2,288,000 0.10%

Mackenzie

Ou Yaping Panva Gas  Interest of controlled ~ Corporate/ 556,871,587 3,600,000 560,471,587 59.48%

corporation and Personal (Note 1)
beneficial owner (19,230,769) - (19,230,769) (2.04%)
(Note 2)

Enerchina  Interest of controlled ~ Corporate/  1,156,979,755 2,288,000 1,159,267,755 50.60%
corporation and Personal (Note 3)
beneficial owner

Tang Yui Man  Panva Gas  Beneficial owner Personal 5,440,000 3,960,000 9,400,000 1.00%
Francis
Enerchina  Beneficial owner Personal - 22,880,000 22,880,000 1.00%
Xin Luo Lin ~ Enerchina  Beneficial owner Personal - 2,288,000 2,288,000 0.10%
Notes:
1 The 556,871,587 shares represent the aggregate of: (i) 381,298,462 shares held by Kenson. 58.55%

interests of the Company are held by Asia Pacific. Mr. Ou Yaping is the sole beneficial owner of
Asia Pacific. Mr. Ou Yaping is deemed under the SFO to be interested in these shares; (ii) 6,081,600
shares held by Asia Pacific directly. The entire issued share capital of Asia Pacific are legally and
beneficially held by Mr. Ou Yaping; and (iii) 169,491,525 shares held by Supreme All. 100%
interests of Supreme All are held by the Company, Mr. Ou Yaping is deemed under the SFO to be
interested in these Shares. Subject to fulfillment of the conditions precedent and upon completion
of the Sale and Purchase Agreement, Kenson and Supreme All will become wholly-owned subsidiaries
of Enerchina.

Kenson is under an obligation to transfer 19,230,769 shares to Hutchison International Limited

(“Hutchison International”) upon full exchange of the Kenson Note held by Hutchison International
in accordance with the terms and conditions of the Kenson Note.
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(¢c) Directors’ right to acquire Shares

(i)

The 1,156,979,755 shares in Enerchina represent the aggregate of: (i) the 852,989,402 shares held
by the Company (Mr. Ou Yaping through his wholly-owned company, Asia Pacific, holds

approximately 58.55% of the existing issued share capital of the Company and is therefore deemed
to be interested in all the shares in which the Company is interested); and (ii) the 303,990,353
shares held by Smart Orient. 100% interests of Smart Orient are held by the Company. Mr Ou is

deemed under the SFO to be interested in these shares.

Interest in options to subscribe for Shares

Pursuant to the Company’s share option scheme, the Company has granted options to

subscribe for Shares in favour of certain Directors, the details of which are as follows:

Name of Director

Chen Wei

Law Sze Lai

Davin A.
Mackenzie

Tang Yui Man
Francis

Xin Luo Lin

Date of grant

28.12.2004
28.12.2004
28.12.2004

28.12.2004
28.12.2004
28.12.2004

28.12.2004
28.12.2004
28.12.2004

28.12.2004
28.12.2004
28.12.2004

28.12.2004
28.12.2004
28.12.2004

Exercise period

31.12.2005 - 24.05.2012
30.06.2006 - 24.05.2012
31.12.2006 - 24.05.2012

31.12.2005 - 24.05.2012
30.06.2006 - 24.05.2012
31.12.2006 - 24.05.2012

31.12.2005 - 24.05.2012
30.06.2006 - 24.05.2012
31.12.2006 - 24.05.2012

31.12.2005 - 24.05.2012
30.06.2006 - 24.05.2012
31.12.2006 - 24.05.2012

31.12.2005 - 24.05.2012

30.06.2006 - 24.05.2012
31.12.2006 - 24.05.2012
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Exercise
price
HK$

1.126
1.126
1.126

1.126
1.126
1.126

1.126
1.126
1.126

1.126
1.126
1.126

1.126
1.126
1.126

Number
of Shares
subject to

outstanding
options as
at Latest
Practicable
Date

3,600,000
3,600,000
4,800,000

2,400,000
2,400,000
3,200,000

600,000
600,000
800,000

5,700,000
5,700,000
7,600,000

600,000
600,000
800,000

Approximate
percentage
of the
Company’s
issued

share capital

0.15%
0.15%
0.21%

0.10%
0.10%
0.14%

0.03%
0.03%
0.03%

0.24%
0.24%
0.32%

0.03%
0.03%
0.03%
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(i)

Notes:

1. The vesting period of the share options is from the date of grant until the commencement of
the exercise period.

2. These options represent personal interests held by the Directors as beneficial owners.

Interest in options to subscribe for shares of associated corporations

Approximate
percentage of
the issued share

Name of Number of capital of the
Name of associated ~ Date of Exercise share associated
Directors corporations  grant Exercise period price  options held corporation
HKS$
Chen Wei Panva Gas 04.042001  01.01.2003 - 03.04.2011 0.475 1,800,000 0.19%
04.04.2001  01.01.2004 - 03.04.2011 0.475 1,800,000 0.19%
13.11.2001  13.11.2002 - 13.02.2007 0.940 1,440,000 0.15%
19.11.2004  31.12.2005 - 30.03.2011 3.500 900,000 0.10%
19.11.2004  31.12.2006 - 30.03.2011 3.500 900,000 0.10%
19.11.2004  31.12.2007 - 30.03.2011 3.500 1,200,000 0.13%
Davin A. Enerchina 20.10.2004  20.10.2005 - 19.10.2015 0.500 2,288,000 0.10%
Mackenzie
Ou Yaping Panva Gas 04.04.2001  01.01.2003 - 03.04.2011 0475 1,800,000 0.19%
04.04.2001  01.01.2004 - 03.04.2011 0475 1,800,000 0.19%
Enerchina 09.06.2004  09.06.2004 - 08.06.2014 0.440 2,288,000 0.10%
TangYui Man ~ Panva Gas 13.11.2001  13.11.2002 - 13.02.2007 0.940 960,000 0.10%
Francis 19.11.2004  31.12.2005 - 30.03.2011 3.500 900,000 0.10%
19.11.2004  31.12.2006 - 30.03.2011 3.500 900,000 0.10%
19.11.2004  31.12.2007 - 30.03.2011 3.500 1,200,000 0.13%
Enerchina 09.06.2004  09.06.2004 - 08.06.2014 0.440 22,880,000 1.00%
XinLuo Lin  Enerchina 09.06.2004  09.06.2004 - 08.06.2014 0.440 2,288,000 0.10%
Notes: 1. The vesting period of the share options is from the date of grant until the
commencement of the exercise period.
2. These options represent personal interests held by the Directors as beneficial owners.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors or

chief executive of the Company had any interests or short positions in the shares, underlying

shares or debentures of the Company or any of its associated corporations (within the

meaning of Part XV of the SFO) which were required (a) to be notified to the Company and

the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests

and short positions which they were taken or deemed to have under such provisions of the

SFO); or (b) to be entered in the register required to be kept by the Company pursuant to

-222 -



APPENDIX V GENERAL INFORMATION

section 352 of the SFO; or (c) to be notified to the Company and the Stock Exchange
pursuant to Appendix 10 of the Model Code for Securities Transactions by Directors of
Listed Companies.

3. SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, so far as is known to the Directors and chief executive of the
Company, the following persons or corporations (not being Directors or chief executive of the Company),
had an interest or short position in the Shares and underlying Shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who were directly or
indirectly, interested in 10% or more of the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meetings of any other member of the Group or had any options in
respect of such capital, were as follows:

@) Long positions and short positions in Shares and underlying Shares

Approximate percentage
of the Company’s

Name of Shareholders Capacity Interest in Shares issued share capital

Asia Pacific Beneficial owner 1,374,222,000 58.55%
(Note 1)

Value Partners Limited Investment manager 120,000,000 5.11%
(Note 2)

Cheah Cheng Hye Interest of controlled 120,000,000 5.11%
corporation (Note 2)

Pope Asset Investment manager 116,958,800 4.98%

Management, LLC

Notes:

1. These shares and underlying shares are held by Asia Pacific, a company incorporated in the British
Virgin Islands, which is legally and beneficially owned by Mr. Ou Yaping, the chairman of the
Company.

2. These 120,000,000 shares are held by Value Partners Limited, a company which is held by 31.82%

by Mr. Cheah Cheng Hye. Accordingly, Mr. Cheah Cheng Hye is deemed to be interested in these
shares.

Save as disclosed above, as at the Latest Practicable Date, the Directors are not aware of any other
person who had an interest or short position in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or who was directly or indirectly, interested in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings of any member of the Group
or had any options in respect of such capital.
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4. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had entered, or was proposing to enter, into a
service contract with any member of the Group which does not expire or is not determinable by the relevant
member of the Group within one year without compensation (other than statutory compensation).

5. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors or their respective associates had any
interest in any business which competes or is likely to compete, either directly or indirectly, with the
business of the Group.

6. DIRECTORS’ INTERESTS IN ASSETS/CONTRACTS AND OTHER INTERESTS

Save as disclosed in this circular, as at the Latest Practicable Date, none of the Directors is
materially interested in any contract or arrangement subsisting at the date of this circular which is
significant in relation to the business of the Group.

Save as disclosed in this circular, as at the Latest Practicable Date, none of the Directors has any
direct or indirect interest in any assets which have been acquired or disposed of by or leased to any
member of the Group or are proposed to be acquired or disposed of by or leased to any member of the
Group since 31 December 2004, being the date up to which the latest published audited accounts of the
Group were made up.

7. MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business) have
been entered into by the Company and its subsidiaries within two years preceding the date of this circular
and which are or may be material:-

(a)  the subscription agreement dated 26 September 2003 entered into between the Company and
Enerchina in respect of the issue of 45,400,000 new shares of Enerchina by Enerchina to the
Company at the subscription price of HK$0.60 per share of Enerchina;

(b)  the underwriting agreement dated 27 October 2003 entered into between Enerchina and
Smart Orient in respect of the rights issue undertaken by Enerchina in accordance with the
terms of the prospectus of Enerchina dated 5 December 2003;

(c)  the placing agreement dated 4 December 2003 entered into between Kenson, Panva Gas,
Morgan Stanley and Merill Lynch Far East Limited in respect of the placing of 155,200,000
existing Panva Gas shares at the placing price of HK$4.00 per Panva Gas share. On the
same date, Kenson and Panva Gas entered into a subscription agreement of the subscription
of the same number of new Panva Gas shares by Kenson at the placing price;
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(d)

(e)

®

(2)

(h)

()

€)

the underwriting agreement dated 17 February 2004 entered into between Enerchina and
Smart Orient in relation to the open offer of two new shares of Enerchina for every existing
share of Enerchina held by the shareholders of Enerchina whose names appear on the
register of members of Enerchina on 29 March 2004 and whose addresses are in Hong
Kong;

the sale and purchase agreement dated 27 August 2004 entered into between Panriver
Investments Limited, a wholly owned subsidiary of Panva Gas, Changchun Municipality
State-owned Assets Administrative Bureau and Shenzhen Hua Fu Investment Co., Ltd. in
respect of the acquisition of 48% equity interest in Changchun Gas Holdings Limited by
Panriver Investments;

the conditional purchase agreement dated 16 September 2004 entered into between Panva
Gas, Merrill Lynch International and Morgan Stanley & Co. International Limited in respect
of the purchase of the US$200 million aggregate principal amount of 8.25% guaranteed
senior notes due 2011 issued by Panva Gas;

the disposal agreement dated 16 November 2004 entered into between Kenson and funds
under management by Value Partners Limited in respect of the disposal of 48,000,000
existing Panva Gas shares by Kenson at the price of HK$3.25 per Panva Gas share;

the equity transfer agreement dated 16 December 2004 (the “Agreement”) entered into
between Xin Hua Control Engineering Co., Ltd. (“Xin Hua Control”), New China Control
Systems Limited (“New China”), and an independent third party (the “Buyer”) whereby
Enerchina shall sell and the Buyer shall purchase the entire interest of Enerchina in New
China and, amongst others, Enerchina shall also cancel all its existing shareholder’s loan
due from New China, for a cash consideration of US$23,500,000 (the “Disposal”’). Completion
of the Disposal by the Buyer is subject to the fulfilment of certain conditions including but
not limited to all required consents, authorisations or approvals from all other third parties
that are necessary for the closing of the transaction contemplated under the Agreement shall
have been received and the Buyer shall have completed its business, accounting, tax and
legal due diligence analysis and review of Xin Hua Control, and are reasonably satisfied
with respect to the business, properties, operations, nature of assets, liabilities, and financial
condition of Xin Hua Control. Similarly, completion of the Disposal by Enerchina is subject
to the fulfilment of certain conditions including but not limited to the performance in all
material respects of all the obligations of the Buyer under the Agreement that are required
to be performed by it at or prior to closing;

the asset transfer agreement dated 23 December 2004 entered into between Panriver
Investments Limited, Anshan City Public Utilities Management Bureau and Shanghai Jian
Shi Hai Jia Investment Co., Ltd. in respect of the acquisition of 51% equity interest in An
Shan City Gas Company for a total consideration of RMB70,490,000 by Panriver Investments
Limited; and

the Sale and Purchase Agreement.
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8. LITIGATION

As at the Latest Practicable Date, so far as the Directors are aware, no member of the Group is
engaged in any litigation or arbitration proceedings of material importance and there is no litigation or
claims of material importance known to the Directors to be pending or threatened by or against the
Company or any member of the Group.

9. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse change in the
financial or trading position of the Group since 31 December 2004, being the date of the latest published
audited financial statements of the Company.

10. PROCEDURE TO DEMAND A POLL

Pursuant to Bye-law 66 of the existing Bye-laws, at any general meeting a resolution put to the
vote of the meeting shall be decided on a show of hands unless (before or on the declaration of the result
of the show of hands or on the withdrawal of any other demand for a poll) a poll is demanded:

(a) by the chairman; or

(b) by at least three members present in person (or in the case of a member being a corporation
by its duly authorised representative) or by proxy for the time being entitled to vote at the
meeting; or

(c) by a member or members present in person (or in the case of a member being a corporation
by its duly authorised representative) or by proxy and holding shares conferring a right to
vote at the meeting being shares on which an aggregate sum has been paid up equal to not
less than one-tenth of the total sum paid up on all shares conferring that right.

A demand by a person as proxy for a member or in the case of a member being a corporation by its
duly authorised representative shall be deemed to be the same as a demand by the member.

11. GENERAL

(a)  The secretary of the Company is Mr. Lo Tai On, member of the Hong Kong Institute of
Certified Public Accountants.

(b)  The qualified accountant of the Company is Ms. Tiong Check Hiong, Jacqueline, Certified
Public Accountant.

(c)  The registered office of the Company is situated at Clarendon House, 2 Church Street,

Hamilton HM 11, Bermuda. The head office and principal place of business of the Company
is situated at 28th Floor, Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong.
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(d)

(e

The Hong Kong branch share registrar and transfer office of the Company is Computershare
Hong Kong Investor Services Limited situated at Shops 1712-1716, 17th Floor, Hopewell
centre, 183 Queen’s Road East, Hong Kong.

The English text of this circular shall prevail over the Chinese text in case of inconsistency.

12. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours at the

office of Messrs. Woo, Kwan, Lee & Lo at 27th Floor, Jardine House, 1 Connaught Place, Hong Kong
from 17 May 2005 to 30 May 2005 (both days inclusive):—

(a)

(b)

(©)

(d)

(e)

()

(2)

(h)

()

the memorandum of association and Bye-laws of the Company;

the Sale and Purchase Agreement;

the material contracts referred to in the section headed “Material Contracts” in paragraph 7
of this Appendix;

the audited accounts of the Group for each of the three financial years ended 31 December
2004; and

the accountants’ report from Deloitte Touche Tohmatsu on Kenson dated 17 May 2005, the
extract of which is set out in Appendix II to this circular;

the accountants’ report from Deloitte Touche Tohmatsu on Supreme All dated 17 May 2005,
the extract of which is set out in Appendix III to this circular;

the auditors’ report from Deloitte Touche Tohmatsu on the financial information relating to
the Panva Gas Group for each of the three financial years ended 31 December 2004, an
extract of which is set out in Appendix IV to this circular;

the accounts of Panva Gas for the three months ended 31 March 2005, an extract of which is
set out in Appendix IV to this circular;

all the circulars issued by the Company pursuant to the requirements set out in Chapters 14

and/or Chapter 14A of the Listing Rules which have been issued since the date of the latest
published audited accounts.
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