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Note 2006 2005
US$’000 US$’000

Cash flows from operating activities
Cash generated from operations 40(a) 310,637 269,527
Interests received 11,683 5,844
Net cash received from interest rate swap contracts 751 2,623
Tax refunded 58 –
Taxation paid (112,811) (1,612)

Net cash from operating activities 210,318 276,382
- - - - - - - - - - - - - - - - - - - - - - - - - - - -

Cash flows from investing activities
Dividends received from jointly controlled entities 43,986 48,942
Dividends received from associates 40,979 32,248
Dividends received from available-for-sale financial assets 10,633 22,225
Purchase of property, plant and equipment (438,923) (350,785)
Investments in jointly controlled entities (15,842) (30,900)
Investments in associates (58,903) –
Investments in available-for-sale financial assets (9,195) (19,516)
Loans advanced to jointly controlled entities, associates

and an investee company (59,951) (38,709)
Repayment of loans by jointly controlled entities

and an investee company 34,704 19,495
Sale of an available-for-sale financial asset – 78,902
Sale of property, plant and equipment 855,021 33,694
Proceeds on disposal of a subsidiary – 1,558
Proceeds on partial disposal of an associate – 1,439
Compensation received for loss of containers 809 747

Net cash from/(used in) investing activities 403,318 (200,660)
- - - - - - - - - - - - - - - - - - - - - - - - - - - -

Cash flows from financing activities 40(b)
Loans borrowed 517,103 321,119
Loans repaid (889,986) (128,385)
Issue of shares on exercise of share options 49,098 21,843
Share issue expenses (13) (20)
Dividends paid (183,735) (180,651)
Dividends paid to minority shareholders of subsidiaries (2,774) (2,212)
Interests paid (36,095) (36,238)
Other incidental borrowing costs paid (783) (2,273)

Net cash used in financing activities (547,185) (6,817)
- - - - - - - - - - - - - - - - - - - - - - - - - - - -

Effect of foreign exchange rate changes 722 (849)
- - - - - - - - - - - - - - - - - - - - - - - - - - - -

Net increase in cash and cash equivalents 67,173 68,056
Cash and cash equivalents at 1st January 157,337 89,281

Cash and cash equivalents at 31st December 40(c) 224,510 157,337

The accompanying notes on pages 113 to 190 are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 GENERAL INFORMATION
COSCO Pacific Limited (the “Company”) and its subsidiaries (collectively the “Group”) are principally engaged in the businesses of

managing and operating container terminals, container leasing, container management, logistics, container manufacturing, banking

and their related businesses. The Company is a limited liability company incorporated in Bermuda and its registered office is Clarendon

House, Church Street, Hamilton, HM 11, Bermuda.

The intermediate holding company of the Company is China COSCO Holdings Company Limited (“China COSCO”), a company

established in the People’s Republic of China (the “PRC”) and listed in Hong Kong. The parent company of China COSCO is China

Ocean Shipping (Group) Company (“COSCO”), a state-owned enterprise established in the PRC.

These consolidated financial statements have been approved for issue by the Board of Directors on 22nd March 2007.

2 BASIS OF PREPARATION
The consolidated financial statements of the Company have been prepared in accordance with Hong Kong Financial Reporting

Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”). These consolidated financial

statements have been prepared under the historical cost convention except that, as disclosed in the accounting policies below,

available-for-sale financial assets, derivative financial instruments and investment properties are carried at fair value and certain

buildings are carried at valuation as at 31st December 1994 less accumulated depreciation and impairment losses.

The preparation of financial statements in conformity with HKFRSs requires the use of certain critical accounting estimates. It also

requires management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher

degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements,

are disclosed in note 5.

Adoption of new and revised HKFRSs
The HKICPA has issued certain new and revised HKFRSs which are mandatory for the Group’s accounting periods on or after 1st January

2006 (the “New HKFRSs”). Except for the change in the accounting policy in respect of financial guarantees, the adoption of the New

HKFRSs in the current year did not result in any significant changes to the Group’s significant accounting policies and the presentation

of the Group’s financial statements. Details of the change in the accounting policy in respect of financial guarantees are as follows:

In prior years, financial guarantees issued by the Group or the Company were only disclosed as contingent liabilities and no provisions

were made in respect of these guarantees unless it was more likely than not that the guarantees would be called upon. Upon the

adoption of the Amendments to Hong Kong Accounting Standard (“HKAS”) 39 and HKFRS 4 “Financial Guarantee Contracts” (the

“Amendments”), financial guarantees are accounted for as financial liabilities under HKAS 39 “Financial Instruments: Recognition

and Measurement” and measured initially at fair value and subsequently stated at the higher of (i) the amount initially recognised less

accumulated amortisation; and (ii) the amount of the provision, if any, that should be recognised in accordance with HKAS 37

“Provisions, Contingent Liabilities and Contingent Assets”. The adoption of the Amendments did not have any material impact on

the financial statements of the Group and the Company for the years ended 31st December 2006 and 2005.




