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B

900910

1992 6 20

2004 8 31
019016
310048607232705
989
1266
361,721,048.74

215,846,447.41

50



2004

211,055,803.63

738,942,956.56

15,887,216.04

380,344,968.22

-13,899,185.85

1,502,478.00

-6,227,211.63

400,129,192.38

42,355,319.29

215,846 | 42,501 | 1,072,964 | 1285,345
(6,115) | (7,680) - -
-1 (8316) - -
7603 | 7,687 9,134 | 12,957
(642) | 7144 (9680) | (10,322)
4863 | 5600| (5699)| (52,133)
335 | 2543 | (14,387) | (14,052)
- -1 45021 450921
(809) 467 4,276 3,467
4771 | (4770 | (4,771) -
2984 | (2984) | (1,518) -
1,131 | 2501 2,501 3,632
1,049 | (862) 352 40
231,106 | 43,830 | 1,047,796 | 1,274855
2003

3,037,683.76

1,260,718.45

-7,026,581.50




2004

7,004,944.47
513,878.60
4,790,643.78
2002
2004 2003 %)
3,453,803,524.70 | 2,692,628,110.96 28.27 2,141,827,994.16 2,132,275,656.36
361,721,048.74 90,624,701.01 299.14 66,940,690.98 65,827,283.03
215,846,447.41 42,501,475.51 407.86 16,727,467.85 16,727,467.85
211,055,803.63 35,749,729.44 490.37 24,053,434.12 24,053,434.12
2002
2004 2003
(%)
3,550,834,371.87 | 3,375,006,381.34 521 3,308,142,144.50 3,288,768,694.05
1,285,345,076.81 | 1,072,964,099.95 19.79 989,187,780.59 989,187,780.59
400,129,192.38 559,814,508.22 -28.52 299,999,695.32 296,527,711.97
2002
2004 2003
(%)
0.473 0.112 322.32 0.044 0.044
12.83
% 16.79 3.96 1.69 1.69
13.09
16.42 333 243 243
%
0.88 1.47 -40.14 0.79 0.78
14.44
17.87 343 242 242
%
2002
2004 2003 %)
281 2.82 -0.35 2.60 2.60
277 274 1.09 2.54 2.54
9
%
57.49 62.55 1.62 1.62
29.59 32.20 0.83 0.83
16.79 18.27 0.47 0.47
16.42 17.87 0.46 0.46




2004

380,520,000 | 419,013,709.34 | 254,710,382.42 | 66,131,366.14 | 1,466,290.53 | 20,186,298.72 | 1,072,964,099.95
76,104,329 |  1,183,027.07 | 48,634,115.27 | 19,730,966.52 215,846,447.41 |  341,767,918.75

- 76,104,329.00 - - 1,466,290.53 | 54,748,90342 | 129,386,941.89
456,624,329 | 344,092,407.41 | 303,344,497.69 | 85,862,332.66 - 181,283,842.71 | 1,285,345,076.81
1
2

2003

3 2003
4 2004

2003
5
6
1

120,000,000 24,000,000 24,000,000| 144,000,000




2004

60,840,000 12,168,000 12,168,000 73,008,000
180,840,000 36,168,000 36,168,000 217,008,000
1 20,280,000 4,056,323 4,056,323 24,336,323
2 179,400,000 35,880,006 35,880,006 215,280,006
3
4
199,680,000 39,936,329 39,936,329 239,616,329
380,520,000 76,104,329 76,104,329 456,624,329
2
1
2
2003
76,104,329 380,520,000 456,624,329
3
1 38,003 96 A
13,242 24,665
2
%
24,000,000 144,000,000 | 3153
3,392,641 20,355,847 | 4.46
1,338,480 8,030,880 | 1.76
1,154,540 6,927,242 | 152
807,144 4,842,864 | 1.06




2004

MARTIN CURRIE CHINA

HEDGE FUND LP 439,225 | 095
660,360 3,962,160 | 0.87

620,568 3,723,408 | 0.82

3,480,649 | 0.76

405,600 2,433,600 | 0.53

20%

3
1
365,330
1996
2
3
4

3

1




2004

= g A N R

UL

LHETEE (MED) &8 (REEH)

3 S3%

L CIRED e E R

10%

MARTIN CURRIE CHINA HEDGE FUND LP 4,359,225 B
TOYO SECURITIESASIA LTD. A/C CLIENT 2,032,967 B
— —UBSLIMITED 1,409,038 A
MERRILL LYNCH FAR EAST LIMITED 1,281,986 B
1,172,752 B

NAITO SECURITIES CO,, LTD. 1,152,885 B
WTA CHINA LIMITED 1,090,300 B
JTSB S/A DAIWA CHINA FUND 1,036,170 B
769,964 B

B

714,000




2004

63 | 2002-05-28 | 2005-05-28 0 0 0
60 | 2002-05-28 | 2005-05-28 | 20,556 | 33427 | 12,871
49 | 2002-05-28 | 2005-05-28 | 4,056 | 4867 | 811
57 | 2002-05-28 | 2005-05-28 0 0 0
47 | 2002-05-28 | 2005-05-28 0 0 0
48 | 2003-06-27 | 2005-05-28 0 0 0
42 | 2003-06-27 | 2005-05-28 0 0 0
49 | 2002-05-28 | 2005-05-28 0 0 0
50 | 2002-05-28 | 2005-05-28 0 0 0
56 | 2002-05-28 | 2005-05-28 0 0 0
39 | 2002-05-28 | 2005-05-28 0 0 0
49 | 2002-05-28 | 2005-05-28 0 0 0
62 |2002-05-28 |2005-05-28 | 16,700 | 29,280 | 12,580
59 [2002-05-28 |2005-05-28 | 15,400 | 27,360 | 11,960
35 |2002-05-28 |2005-05-28 0 0 0
50 |2002-05-28 |2005-05-28 0 0 0
41 |2002-05-28 | 2005-05-28 0 0 0
42 [2002-05-28 |2005-05-28 | 11,000 | 21,000 | 10,000
45 [2002-05-28 |2005-05-28 | 21,856 | 36,068 | 14,212
48 |2002-05-28 |2005-05-28 | 12,900 | 22,680 | 9,780
19041 8
‘ " ( )
1944 4




2004

9)

10

11

12

13

1955 8
1947 7
1957 7
1956 8
1962

1955 8
1954 9

1948 7
1965 7
1955 6

1942 9

10



2004

14 1945 4

15 1969 8

16 1954 4

17 1963 1

18 1962 6

19 1959 8

20 1956 1 1996
2003-09
2001-01
2002-12
2003-08
2000-06
2000-03
1999-05
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2004

2003

2,140,328

675,481

661,986

40,000

100,000~150,000

150,000~200,000

200,000~250,000

3,214

960

1,667

723
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2004

85

40

94

727

62

2004 8
2003 56

2004

2004

18

11

25

12

2004

4

12

2004

13

2003

2003
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2004

2004 4 22
2003
28
154,755017 ( B
40.67%
2
2003
2003 2003
2004 2003
2003
3
2004 5
2004

15

2004 5
( ) a ,
2,693,767 )

2003

2004

29

900



2004

2004 955.09 939.71
2003 21.84% 925.18 904.32
2003 22.71% 345,380 2003
28.27% 36,172 21,585 2003 407.86%
2
(%) (%)
3,445,851,393.23 99.77 738,021,084.76 99.88
5,711,226.34 0.17 685,224.01 0.09
3,445,851,393.23 99.77 738,021,084.76 99.88
- / - /
3,445,851,393.23 99.77 738,021,084.76 99.88
0
3
(%) (%)
3,121,631,464.65 90.38 677,970,687.41 91.75
332,172,060.05 9.62 60,972,269.15 8.25
5,711,226.34 0.17 685,224.01 0.09
3,453,803,524.70 / 738,942,956.56 /
- / - /
3,453,803,524.70 100 738,942,956.56 100

16




2004

2004 22.52%
76.55 22.17%
5 10%
(%)
3,445,851,393.23 2,707,668,573.74 21.42
6
2004 2003
22.71% 2003 2004
2
USD15,904 264,093 32,495
USD6,000 72,061 4,188
RMB2,470 13,032 693
2004 745.27 2003 25.30%
702.33 2003 25.24% 303,009
32,495 37.21% 165.71%
2004 209.82 194.44 15.38
2003 10.96% 222.85 202
16.16 2003 15.36% 51,655
4,188 22.43% 950.91%
2004 10,588 2003 79.49%
2,518 2003 96.87% 15,516
693 40.38% 16.31%
3
75,746

45.14 %

17




2004

128,396

37.18%
4
24
15 SL/TL TH
2004 955
2004
10,927 4,823
30,60%
1
2
1 2002
15 SL/TL 5,500
2,200
680 2004 3 25 510 2005
1
2 2004 3 4
1,000
760 555 70%
30% 2004 4 28
3
KU/MU 4,430
1,329 2003

50 KU/MU
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2004

TH TH
40
447 2004 8 20 335.25
2004
KU/MU
4
600
1,200
2004 3 6,000
2004 616
/
5
( ) 2,100
67.7% 33.3% 2003
12 22 2004 7 15 700 2004 1
8 2005 1
6
6% 2003 12 31
475 2005
1 5
69%  75%
()
3,550,834,371.87 | 3,375,006,381.34 | 175,827,990.53 521
738,942,956.56 437,601,826.55 | 301,341,130.01 68.86
215,846,447.41 42,501,475.51 | 173,344,971.90 407.86
42,355,319.29 29,736,183.32 | 12,619,135.97 42.44
1,285,345,076.81 | 1,072,964,099.95 | 212,380,976.86 19.79
(1)

2

19




2004

3)
(4)

()

2004
1000

2005

2004

37

900 2005
37
15%

” 2004 46%
60% “ ? ¢
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2004

1 2004 1 9
2 2004 4 20
2003 2003
2003 2004
2003
2004 1 2003
2003
3 2004 8 18
2004 2004
KU/MU
6%
4 2004 10 20
2004 3
5 2004 11 10
2
2004 5 28 2003
2004
2004 6 15
18 2004 6 15
A B 2004 6
2004 361,721,048.74
215,846,447.41
28,903,148.75 19,730,966.52

21

6

2003
2003
2004
2004
2003
10
B 2004
17 20046 6 22
6,114,788.15



2004

20,186,298.72

175,100
10 2.00
89,958,976.91
2004
2004
C )
(
12 31
2004
2004
2004 12 31
1

181,283,842.71
231,106
-7,033
2004 456,624,329
91,324,865.80
) ( “ " )2004
2004
2004 4 22
[2005] 0458
2004
2004

22



2004

449,404.00 1,033,849.96 -449,404.00 0.00
584,445.96
180,000.00  400,000.00 180,000.00 220,000.00| 400,000.00
30,971.10 1,047,315.98 1,078,287.08 -30,971.10 0.00
660,375.10 2,031,761.94 2,292,137.04 -260,375.10| 400,000.00
2004
2004
1,033,849.96 2004
180,000.00 2004
678,287.08 2004
400,000.00 2004 12
2,292,137.04
2004
2005 4 22

23




2004

77,147
41.59%

2003
KU/MU

6%

2003 56

2004

70%

2004
53,453
2003
2003
2004 2004

24

70%

71.90%

2004



2004

50%

2004
2004
2004 955.09
22.71%
2004
407.86%
2005
TH 15

6% 475

25

925.18

16.79%

SL/TL

2004

900

2004

2003

6%

2.15
2004



2004

2003-09-19 165,000,000
2003-04-14 120,000,000
2003-07-24 105,000,000
2002-07-09 95,000,000
2004-02-26 90,000,000
2004-02-20 45,000,000
2004-08-19 10,000,000
2004-10-19 229,829,500
2004-08-29 20,097,200

2003-09-19
2004-06-10

2003-04-14
2004-06-02

2003-07-24
2004-12-09

2002-07-09
2005-06-11

2004-02-26
2004-12-10

2004-02-20
2005-04-22

2004-08-19
2004-11-18

2004-10-19
2005-06-09

2004-08-29
2005-08-29

26




2004

2004-01-20 5,000,000 20%0%627919
2003-02-27 47,000,000 20(2)36?562;18
2003-07-07 47,500,000 20(2)36?1?_1%?10
0630 | 20000 01220
2003-10-08 10,000,000 2023&?635_308
2004-03-24 32,500,000 20%;)%%%4:18
2004-07-27 21,500,000 20(2)&%?_122?29
20040500 | 30000000 e 0615
2000-05-19 17,300,000 20(2)86?5617?02
2002-10-28 5,000,000 20(2)(2)&(_’-1%?28
e )
2003-02-13 10,000,000 2023&%230
2003-09-29 5,000,000 20(2’8&%%?28
2004-03-12 9,600,000 20(2)36%%]4-506
sows | wooow| | "2,
2003-04-30 1,000,000 20(2)863‘_"03;(_)29
2003-07-02 2,000,000 20(2)863?6(201
2003-09-29 4,000,000 20(2)36(4)36%328
el ) R
2004122 | 4000000 01205
2004-03-10 2,000,000 20235%%?10
1,185,326,700
534,526,700
966,826,700
425,526,700
534,526,700
% 4159
> 109,000,000
0 498,926,700
50
498,926,700

27




2004

5%

5%

2004

2004 9 :

28

530,000

2005

600,000

0458

2004

12



2004

31 2004
2004
2004 12 31 2004
2005 4 22
1
2
3
1
1
1992 299 1992 6 20
019016
456,624,329 456,624,329 1
A 24,336,323 B 215,280,006
2004 896
A B 1992 11 16 1993 1 18
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2004

12

30

31



2004

N

G WN R

2005
2005

31

0%
2%
20%
40%
70%
95%



10

2004

10

2004

5

2003

3

17
2003 3 17

[2004]3

32

2004

5

28

10



2004

12

11

4 10%

b 2,000

33

4.5%-4.8%
9%-9.6%
18%-19.2%
18%-19.2%
18%-19.2%



2004

13

14

10

46-50



2004

15

35KV

16

17

18

19

1997

7

35

(96)2

2004

(1995)11



2004

15%

1
42,277,980.00

2 2004

69%

15-33%
13 17/%
5%
1 7%
3%
0.5%
15,904
6,000
1,730
3,070
1,000
100
500
510
12 30
6%

75%

1%

15%

33%

96,610.4
1
33,793.1
2

1,730
2,456

3

700
4

80

400 80

27,789,207.75

(%)
75
75

100
80

70

80

335.25



2004

4 2004 3 5

480

37

555 60.42% 70%
5
10%
2 80%
2004 3 18
30% 2004 3
1
- - 152,741.59 - - 113,921.69
33,509.59  8.2765 277,342.12 15539.37 82767  128,614.71
5,816,791.00 0.079701 463,604.06 3,846,342.00 0.077263  297,179.92
893,687.77 539,716.32
- - 190,096,758.21 - - 119,329,300.17
1,089,792.05 82765 9,019,663.92 4,565548.68 8.2767 37,787,676.75
780,059.00 0.079701 62,171.48 780,048.00 0.077263 60,268.85
199,178,593.61 157,177,245.77
1,330,000.00 2,790,000.00

1,330,000.00 2,790,000.00



2004

2
409,746,247.70 240,792,367.40
- 800,000.00
409,746,247.70 241,592,367.40
5% 5%
3
(%) (%) (%) (%)
27352547719 96.39 - - 42089324371  92.95 - -
3013559.66 106 191 57,612.66 ~ 7,146,246.74 157 6377  4,557,033.20
63849450 023 9361  597,686.87 507649873 112 4146  2104,836.74
112,664.23 004  36.75 41,401.02 1272267152 281 5173  6581,097.61

6.470,242.61 2.28 99.94 6,466,342.34 7,000,874.80 155 99.89  6,992,984.60

283,760,438.19 100.00 252 7,63,042.89 452,839,535.50 _100.00 447 20,235,952.15
5 5
5 6
273,525,477.19 96.39%
0
13,390,115.67
92,976,916.81

32.77%

38



2004

4
(%) (%) (%) (%)
7,334,974.22 30.92 - 28,116,069.90 74.98 30.77  8,650,000.00
15,174,182.25 63.97 57.00 8,650,000.00 3,005,139.67 8.01 - -
10,000.00 0.04 5,837,237.42 15.57 21.62 1,262,000.00
1,201,376.63 5.06 - 540,952.69 1.44 4.01 21,688.00
23,720,533.10 100.00 36.47 8,650,000.00 37,499,399.68 100.00 26.49  9,933,688.00
5 5
8,650,000.00 1 2
4,548,439.30 1 2
3,714,366.58 1 1 2
1,195,888.16 1
1,190,776.50 1
19,299,470.54
81.36%
5
(%) (%)
15,427,616.48 99.68 41,446,019.57 100.00
1-2 49,882.00 0.32 - -
15,477,498.48 100.00 41,446,019.57 100.00
5 5
6

457,339,527.44 321,691,178.76

39

17,108,098.98 4,120,058.24 4,553,882.24 12,554,216.74 17,108,098.98

4,120,058.24



2004

31,039,960.90 26,581,995.07 373,499.00 384,965.26 - 373499.00 373,499.00 384,965.26

157,696,745.35 145,618,366.27 15,877,266.67 2,391,954.42 - 2,729,916.30 2,729,916.30 15,539,304.79

19,627,403.77  20,134,342.53 - - - - - -

1,100.00 76,416.37 - - - - - -

1,961,801.00 3,569,337.63 - - - - - -

667,666,538.46 517,671,636.63 33,358,864.65 6,896,977.92 4,553,882.24 15,657632.04 20,211,514.28 20,044,328.29

73,200,452.52
71,124,483.61 3,000 2004 12 22 2005
3 15 2006 1 26
7
3,838.00 - 2005
234,673.55 287,443.55 2005
238,511.55 287,443.55
8

107,212,92534  27,615,709.51 13,998,035.12 120,830,599.73 - - - - - -
-29,37322054  14,850,668.42  6,254,412.60 -20,776,964.72 - - - - - -
136,586,145.88  12,765041.00  7,743,62252 141,607,564.45 - - - - - -
18,385,216.55 - - 1838521655 141613502 53697600 5867565 - 58,675.65 1,894,435.37
18,285,216.55 - - 1828521655 141613502 536976.00 58,675.65 - 58,675.65 1,894,435.37
100,000.00 - - 100,00.00 - - F - -
12550814189 27,61570951 1399803512 13921581628 141613502 536,976.00 5867565 - 58,675.65 1,894,43537

40




2004

a
5
(1) (3 (6)
2
@
™ ()
20 70% 1,450,000.00 5,608,225.34  2,465202.10 512,352.41
10 80% 800,000.00 67,566.26  47,982.39
10 100% 2,000,000.00 -2,000,000.00 - -2,000,000.00
10 80% 4,000,000.00 897,867.73
50 35%  79,690,078.30 - -12,300,767.09
« ) 20 3333% 28,969,150.00 28,968,800.00 -5,168927.41
25 43%  70,949.674.92 -5971,05800 1,102,988.88 7,849,000.00
187,858,903.22 26,605,967.34 -12,936,069.53 8,409,334.80 -2,000,000.00
b
36,940,777.70 1 10
-61,109,033.38 2 10
-1,053,774.92 3 10
-25,222,030.60
1 @ 29,300,308.24
8%
8% 7,640,469.46
2 ®2001 1
50%
-71,811,459.33
@
6,890,618.96 2004 12 30
6%
6% 3,811,806.99
3 2002 12

41

© (12=(5)+(8)

+(9)+(11)
(10)
(11)
3,086,851.40 - 10,145,076.74
103,212.45 903,212.45
897,867.73 4,897,867.73
- -57,807,858.56 139,684.04 139,684.04 22,021,903.78
-5,168,927.41  23,262.67 23,262.67 52,792,285.26
2,657,778.45 - - 67,636,395.37
-56,231,075.94 162,946.71 162,946.71 158,396,741.33

3,694,077.80 14,647,785.68
- -51,370,907.32
-105,377.48  -843,019.96

3,588,700.32 -37,566,141.60

2002

50%



2004

43
43 -1,053,774.92
a
475,200 5% 1,650,000.00
( ) 2,000,000 5% 2,694,162.00
532,480 5% 295,454.55
1,881,792 5% 4,622,000.00
2,309,163 5% 1,640,000.00
( ) 71,500 5% 340,000.00
() 74,880 5% 182,000.00
220,000 5% 600,000.00
198,000 5% 554,400.00
2,241,641 5% 4,547,200.00
147,840 5% 440,000.00
136,620 5% 110,000.00
120,000 5% 440,000.00
171,608 5% 170,000.00
10,580,724 18,285,216.55
485760.00  536,976.00 - 1,022,736.00
( ) 246,835.5 3,431.90 3431.90  243,403.60
() 73,72352 6,888.96 6,888.96  66,834.56
205,128.00 - 11,226.60 11,226.60  193,901.40
81,488.00 - 13,128.19 1312819  68,359.81
110,000.00 - - - 110,000.00
213,200.00 - 24,000.00 24,000.00  189,200.00
1,416,13502 536976.00 58,675.65 58,675.65 1,894,435.37
b
24 100,000.00 0.36%

42



2004

16.15%
393,617,642.48 4,582,790.46 771,464.00 397,428,968.94
2,337,008,031.35 176,980,016.85 31,237,220.74  2,482,750,827.46
39,250,595.80 2,546,916.39 3,079,871.24 38,717,640.95
7,165,948.30 27,600.00 300,293.30 6,893,255.00
181,049,930.81 20,967,265.07 13,905,828.81 188,111,367.07
2,958,092,148.74 205,104,588.77 49,294,678.09 3,113,902,059.42
126,894,293.68 20,950,755.96 29,769.01 147,815,280.63
1,127,299,477.99 203,767,936.65 11,848,727.05 1,319,218,687.59
25,005,504.56 4,530,359.71 2,460,481.09 27,075,383.18
5,725,554.42 225,959.37 236,945.63 5,714,568.16
103,237,170.22 14,677,330.29 5,538,172.78 112,376,327.73
1,388,162,000.87 244,152,341.98 20,114,095.56 1,612,200,247.29
266,723,348.80 249,613,688.31
1,209,708,553.36 1,163,532,139.87
14,245,091.24 11,642,257.77
1,440,393.88 1,178,686.84
77,812,760.59 75,735,039.34
1,569,930,147.87 1,501,701,812.13

17,154,504.36

114,806.17
9,616,415.82

26,885,726.35

266,723,348.80
1,192,554,049.00
14,245,091.24
1,325,587.71

10,351,302.74 10,351,302.74  6,803,201.62
6,000.00 6,000.00 108,806.17
7,139,879.39 7,139,879.39 2,476,536.43
17,497,182.13 17,497,182.13  9,388,544.22
249,613,688.31

1,156,728,938.25

11,642,257.77

1,069,880.67

43



2004

10

68,196,344.77

1,543,044,421.52

35,632,255.64

6,112,790.39

73,258,502.91

1,492,313,267.91

3,941,055.77

2,958,092,148.74

34,156,805.02
170,321,797.07

625,986.68
205,104,588.77

48,638,235.32
656,442.77
49,294,678.09

3,113,902,059.42

1,388,162,000.87

243,716,901.40
435,440.58
244,152,341.98

19,864,344.47
249,751.09
20,114,095.56

1,612,200,247.29

7,617,684.45

813,932.16



2004

KU/MU

SLITL
TH

SL/TL

KU/MU

SLTL
TH

SL/TL

113,994,054.56 - 43,227,998.48 - 145712,337.05 - 11509,715.99
11,710,080.38 - 27,090,591.68 - - - -
12,232,616.93 - 219,092.37 - 12,451,709.30 - -

- - 127,942,753.29 - 1,973,600.00 - -
18,795,916.06 - - - 3,492,687.70 - -
- - 26,894,498.06 - - - -
- - 387,000.00 - - - -
3,269,566.00 - 2,955,532.02 - 6,225,098.02 - -
465,000.00 - 261,365.00 - 466.365.00 - -
161,281,166.09 - 228,978,830.90 - 170,321,797.07 - 11,509,715.99
813,932.16 - - - -
- - 2,940 - -
38,800,672.06 - 7,859 - 49.4%
125,969,153.29 - 14,733 - 85.5%
15,303,228.36 - - - -
26,894,498.06 - 932 - 34.9%
387,000.00 - 5,847 -
260,000.00 - - - -
208,428,483.93 -
360,000.00 - - - 360,000.00
16,916,324.46 - 314341894 314341894  13,772,905.52
17,276,324.46 = 314341894 314341894  14.132,905.52

11

170,175,120.90 143,574,549.37

10,388,587.01

1,650,433.85

180,563,707.91 145,224,983.22

45

3,359,826.36 29,960,397.89

675,849.84 9,414,003.00

4,035,676.20 39,374,400.89

140,214,723.01 37.83

42.33
974,584.01 4.83

141,189,307.02




2004

12
5,963,124.32  5,963,124.32 - - - 5,963,124.32 - -
48,910,403.38 16,634,351.21 11,898,215.99 14,611,000.21 34,988,836.39 - 13,921,566.99 1~2.92
12,633,207.95  4,365,207.95 - 1,272,000.00 9,540,000.00 3,093,207.95 25
35KV 3,636,185.00 3,272,585.00 - 727,200.00 1,090,800.00 2,545,385.00 35
71,142,920.65 30,235,268.48 11,898,215.99 16,610,200.21 45,619,636.39 5,963,124.32 19,560,159.94
13
- - 694,000,000.00 - - 235,000,000.00
25,000,000.00 8.2765 206,912,500.00 14,000,000.00 8.2767  115,873,800.00
- - - - - 100,000,000.00
- - - - 435,000,000.00
- - - 1,900,000.00 8.2767 15,725,730.00
- - 30,000,000.00 - - 15,000,000.00
930,912,500.00 916,599,530.00
14
33,300,000.00 44,420,000.00
8,000,000.00 55,211,651.26
41,300,000.00 99,631,651.26
5
5
15
5
16




2004

17

18

19

20

1,573,747.49

1,581,847.49

-34,022,517.61

638,130.67
569,517.81
21,336.21

18,732,119.22

-14,061,413.70

30,346.15
10,115.39

40,461.54

14,556,828.82
11,018,744.24

47

1,748,457.27
451,853.46
474,376.34
15,982.58
6,808,455.10

9,499,124.75

40,585.74
13,528.58

54,114.32




D
@)
©)
(4)

APWDNPE

2004

21
2,100,518.82 1,530,272.06
2,100,518.82 1,530,272.06
22
42,600,000.00 5,000,000.00
23
4,000,000.00  118,300,000.00
24 1 ( A B )
/
120,000,000.00 31.53% 24,000,000.00 144,000,000.00
120,000,000.00 31.53% 24,000,000.00 144,000,000.00
60,840,000.00 15.99% 12,168,000.00 73,008,000.00
180,840,000.00 47.52% 36,168,000.00 217,008,000.00
20,280,000.00 5.33% 4,056,323.00 24,336,323.00
179,400,000.00 47.15% 35,880,006.00 215,280,006.00

48

31.53%

31.53%

15.99%

47.52%

5.33%
47.15%



2004

199,680,000.00 52.48%

380,520,000.00 100%

39,936,329.00

76,104,329.00

2004 2003
10 2 76,104,329
2004 6 21 2004 896
25
311,101,921.10 - 76,104,329.00
78,301,300.00 679,500.00 -
- 221,172.05 -
29,610,488.24 282,355.02 -
419,013,709.34  1,183,027.07  76,104,329.00
10 2
26
165,764,737.45  28,903,148.75
66,131,366.14  19,730,966.52
22,814,278.83 -
254,710,382.42  48,634,115.27

49

239,616,329.00 52.48%

456,624,329.00 100%

234,997,592.10
78,980,800.00
221,172.05
29,892,843.26

344,092,407.41

2004

679,500.00

23,262.67

58,225.34

139,684.04
282,355.02

1,183,027.07

194,667,886.20
85,862,332.66
22,814,278.83

303,344,497.69




2004

10%

27
2004
20,186,298.72
215,846,447.41
28,903,148.75
19,730,966.52
6,114,788.15
181,283,842.71
10% 10%
020 /
2004
10%
2003 10 2
28
3/453,803,524.70 2,602,959,991.28 2,714,698,833.41 2,164,552,284.19  739,104,691.29 438,407,707.09
- 89,668,119.68 - 85285507.66 - 438261202
3.453,803,524.70 2,692,628,110.96 2,714,698,833.41 2,249,837,791.85 739,104,691.29 442,790,319.11
3.453,803,524.70 2,692,628,110.96 2,714,698,833.41 2,249,837,791.85 739,104,691.29 442,790,319.11
3,121,631,464.65 2,449,030,590.13 2,443,499,042.51 2,037,860,255.90 678,132,422.14 411,170,334.23
332,172,060.05 243,597,520.83 271,199,790.90 21197753595  60972,269.15 31,619,984.88
3.453,803,524.70 2,692,628,110.96 2,714,698,833.41 2,249,837,791.85 739,104,691.29 442,790,319.11

50




2004

3,453,803,524.70 2,692,628,110.96 2,714,698,833.41 2,249,837,791.85 739,104,691.29 442,790,319.11
1,283,955,167.88
37.18
29
- 4,431,251.75
48,849.30 464,615.21
112,885.43 292,625.60
161,734.73 5,188,492.56
30
( ) ( )
368,307.91 388,703.86 1572,483.51 1,594,369.30
3,058,849.76 230,507.66 3,910,117.76 225,553.69
25,704,123.06 22,753,774.27  20,561,136.36 12,253,351.77
10,605,276.91 - 10,434,752.55 -
- - 89,611.13 38,329.08
871,252.79 1,347,608.60 1,274,341.97 944,066.92
40,607,810.43 24,720,594.39  37,842,443.28 15,055,670.76
31
57,225,881.36 68,423,511.41
3,182,350.51 1,532,194.06
296,476.96 4,110,629.87
22,469.94 1,657.86
1,670,626.06 1,385,319.67
55,988,163.93 72,385,609.03

51



2004

32

33

34

35

987,478.00

515,000.00

1,502,478.00

1,726,542.00

1,726,542.00

66,200.60 484,161.82
-12,936,069.53 -1,612,597.82
-3,588,700.32 -3,588,700.32
420,000.00 61,940.00
-478,300.35 -396,167.62
2,617,683.75 -
-13,899,185.85 -5,051,363.94
1998 15

6,223,928.98

2,596,673.90

2,092,255.91

46,534,464.43

52



WNNPFP PO

2004

w N

36

37

38

19,516,644.44
14,788,347.17
10,255,065.88

8,666,804.16

26,903,745.08
3,873,741.00

2,186,952.46

679,500.00

(%)
81,377.27 92.77

6,339.00 7.23

87,716.27 100.00

(%)
(%)
410,703.09 39.38 -
555,480.61 53.26 2.00

11,109.61
1,267.80 - - 2000 -
- - - 40,00 -
7680469 7.36 9500 72.964.46

1,267.80 1,042988.39 10000 806 84,074.07

53




WN - P

2004

N

76,804.69
2
(%) (%) (%) (%)
26,594.78 0.29 - - 45,341,597.88 99.16 19.08 8,650,000.00
8,700,000.00 95.73 99.43 8,650,000.00 - - - -
361,600.00 3.98 - - 383,288.00 0.84 5.66 21,688.00
9,088,194.78 100.00 95.18 8,650,000.00 45,724,885.88 _100.00 18.96 8,671,688.00
8,650,000.00 1 2
361,600.00 3
50,000.00 1 2
3
2005 3
9,074,360.35
99.85%
3
1,205,888,234.22 1,544,154,460.39
345,213,133.87 96,946,907.70
1,159,302,088.34 332,448,092.78 89,203,285.18 1,402,546,895.94
136,586,145.88  12,765,04100 7,74362252  141,607,564.45
18,385,216.55 1838521655 141613502 536,976.00 5867565 - 58,675.65 1,894,435.37
18,285,216.55 1828521655 141613502 536,976.00 5867565 - 58,675.65 1,894,435.37
100,000.00 - 100,000.00 - - - : :
1,314,273450.77 345213,133.87 96,946907.70 156253967694 141613502 536,976.00 5867565 - 58,675.65 1,894,435.37




(€]

2004

@

50%

(6)
) ®

641,822,523.70 324,281,922.29 239,126,568.00 77,962,500.00

938,193.01  -4,750,000.00

1,195,655.02

18,400,000.00  5,540,320.58  4,986,372.58

5,608,225.34  2,465,202.10 512,352.41

67,566.26 47,982.39

-2,000,000.00 - - 2,000,000.00

897,867.73

- -12,300,767.09

28,968,800.00 -5,168,927.41

-5971,058.00 1,102,988.88  7,849,000.00

a
®
®
©
%
75
75 336,992,845.47
100 17,300,000.00
18 80 6,160,000.00
20 70 1,450,000.00
10 80 800,000.00
10 100 2,000,000.00
10 80 4,000,000.00
50 35 79,690,078.30
20 33.33 28,969,150.00
25 43 70,949,674.92
b
1
8%
2 ©2001
-71,811,459.33
6,890,618.96
6%
6%

1

1,190,134,272.39 370,226,082.64 228,176,474.07 91,358,207.38  2,000,000.00

36,940,777.70 1 10
-61,109,033.38 2 10
-1,053,774.92 3 10
-25,222,030.60
29,300,308.24
8%
7,640,469.46
O]
2004 12 30
3,811,806.99

55

©

360,555,369.07

-286,645,099.64

10 (11)

84,968.48

-7,694,483.56 679,500.00  1,050,800.00

8,835,261.12

3,086,851.40

103,212.45

897,867.73

1,241,560.72

-57,807,858.56 139,684.04 139,684.04

-5,168,927.41

2,657,778.45

23,262.67 23,262.67

18,819971.05 84244671  2,540,275.91

3,694,077.80 14,647,785.68

- -51,370,907.32

-105,377.48 -843,019.96

3,588,700.32 -37,566,141.60

50%

2002

(12=(5)+(6)+
(9+(11)

1,326,659,815.06

51,370,907.32

10,656,316.44

34,636,821.84
10,145,076.74

903,212.45

4,897,867.73

22,021,903.78

52,792,285.26

67,636,395.37

1,581,720,601.99



2004

3 2002 12
43
43 -1,053,774.92
a
475,200 50 1,650,000.00
( ) 2,000,000 5% 2,694,162.00
532,480 5% 295,454.55
1,881,792 50 4,622,000.00
2,309,163 5% 1,640,000.00
( ) 71,500 5% 340,000.00
( ) 74,880 5% 182,000.00
220,000 50 600,000.00
198,000 5% 554,400.00
2,241,641 5% 4,547,200.00
147,840 50 440,000.00
136,620 5% 110,000.00
120,000 5% 440,000.00
171,608 5% 170,000.00
10,580,724 18,285,216.55
485,760.00 536,976.00 - - 1,022,736.00
( ) 246,835.5 3,431.90 3,431.90 243,403.60
( ) 73,723.52 6,888.96 6,888.96 66,834.56
205,128.00 11,226.60 - 11,226.60 193,901.40
81,488.00 13,128.19 - 13,128.19 68,359.81
110,000.00 - - 110,000.00
213,200.00 - 24,000.00 - 24,000.00 189,200.00
1,416,135.02 536,976.00 58,675.65 - 58,675.65 1,894,435.37
b
24 100,000.00 0.36%

56



2004

115.92%
-40,273.50 - 41102222 - -29,251.28
795213147 2981245652  7,030.259.67 24,647.642.92  921,871.80  5,164,813.60
7,952,131.47 29,772,183.02  7,030.259.67 24,636,620.70  921,871.80  5135562.32
66,200.60 484,161.82
228,176,474.07 86,436,043.00
-3,588,700.32 -3,588,700.32
420,000.00 -
-478,300.35 -396,167.62
224,595,674.00 82,935,336.88

57



2004

365,330 365,330

USD 15,904 USD 15,904

USD6,000 USD6,000

1,730 1,730

2,470 600 3,070

100 100

240 760 1,000

500 500

% % % %
12,000 |3153 2400 [31.53 14,400 |31.53
USD11,08275 | 75 || USD84525 | 75 USD 11,928 | 75
USD4,140 | 69 USD360 | 6 USD4,500 | 75
1,730 | 100 1,730 | 100

* 800 | 80 40 840 | 30 0 | o
1,976 | 80 480 | 80 2,456 | 80

200 | 100 200 | 100 0 | o
80 | 80 80 | 80
145 | 60.42 555 70 700 70
400 | 80 400 | 80

« )
2004 2003
2004 2003

(%)

4,595,167.20 0.27

58

(%)

12,061,236.56 0.66




2004

2004

2004

16,950,186.43 101

141,025.64 0.01
2003
2004
(%)
126,777.78 0.01

5,584,448.56 0.16

2003

2003

59

2004 2003
2003
(%)
1,493,158.12 0.06
3,359,309.80 0.12
2004 2003
()
¢ ) (%)
2004 2003 2004 2003
2,837,223.88 1,299,754.16 1.03 0.29
- 67,500.00 - 0.01
- 136,637.70 - 0.03
872,800.00 1,089,500.00 0.21 0.45
400,000.00  380,000.00 0.10 0.19
1,883,654.38 - 12.17 -



2004

()
« ) (%)

2004 2003 2004 2003 2004 2003
- 3097110 - 001
( ) - 449,404.00 - 163
a
2004
479.12 451.76 475
6%
2003
b
a
39,942.95
2004 2003
- 17,300,000.00
369,829,500.00 * 530,725,730.00
29,600,000.00 26,000,000.00
* 36,982.95
6,000
1,697 100
312.72
b
2004 2003

99,000,000.00 * 134,500,000.00

60



2004

2001

2001

00595

00595

4,000,000.00 3,600,000.00

2,000,000.00 -
9,900
1,000 1,000
2001006054 30% 10,900
2004 2003
296,639.40 273,275.40
734,735.00 335,358.50
214.03
10,500
2004 2003

99,000,000.00 134,500,000.00
4,000,000.00 3,600,000.00

2,000,000.00
3,400,000.00

9,900
1,000 1,000

2001006054 30% 10,900

2004 2003

800,000.00

61



2004

2001 11 5 1,000 AA/01 01045161
C ) ( ) 2002
5 2 2001 12 31 2002
5 8
1,000 2002 5
650 2003
1 27 2002 376
350 2002
5 9 2003 2 10
2003 9 19
420
4607
9 10 4605 20 21 1,927.54 2003 2 20
2003 11 24
2002 376
9
2005
4,227,000.00
784,739,000.00
10
12005 3 3 ! )

2 2006 4 22
10% 10%
020 /

62



2004

11
1
2004
2
19,866,822.80
3
22 2005
12

7,527,475.30
4,178

71,124,483.61
3 15

63

1 —
3,037,683.76 61,940.00
1,471,729.77
3,305,579.97 1,951,887.98
857,600.71 1,381,233.60
58,675.65 89,592.38
2,168,959.07 5,169,641.67
-6,109,585.15 -1,902,549.56
4,790,643.78 6,751,746.07
2,720,245
73,200,452.52
3,000 2004
2005 1 26
20056 4 22

12



2004

2004 2003 2004 2003
215,846 42501 | 1285345 | 1,072,964
(6,115) (7,680) - -
- (8,316) - -
7,693 7,687 12,957 9,134
(642) 7144 | (10,322 (9,680)
4,863 5600 | (52133)| (56,996)
335 2543 | (14052) | (14,387)
- - 45,921 45,921
(809) 467 3,467 4,276
4,771 (4,771) - (4,771)
2,984 (2,984) - (1,518)
1,131 2,501 3,632 2,501
1,049 (862) 40 352
231,106 43830 | 1,274855 | 1,047,796
%
57.49 62.55 1.62 1.62
29.59 32.20 0.83 0.83
16.79 18.27 0.47 0.47
16.42 17.87 0.46 0.46
2004
8,755,762.07 4,981.25 | 10,982.83 | 98,492.69 109,475.52 8,651,267.80
84,074.07 4,981.25 | 10,982.83 | 76,804.69 87,787.52 1,267.80
8,671,688.00 21,688.00 21,688.00 8,650,000.00




2004

1,416,135.02 | 536,976.00 | 58,675.65 58,675.65 | 1,894,435.37
1,416,135.02 | 536,976.00 | 58,675.65 58,675.65 | 1,894,435.37
1,938,135.93 6,000.00 6,000.00 | 1,932,135.93
1,821,539.35 1,821,539.35
114,806.17 6,000.00 6,000.00 108,806.17
1,790.41 1,790.41
360,000.00 360,000.00
2004

¢ )
30,169,640.15| 616,228.29| 1,561,021.88 13,411,803.67| 14,972,825.55| 15,813,042.89
20,235,952.15| 616,228.29( 299,021.88 13,390,115.67( 13,689,137.55| 7,163,042.89
9,933,688.00 -| 1,262,000.00 21,688.00[ 1,283,688.00| 8,650,000.00
33,358,864.65| 6,896,977.92( 4,553,882.24 15,657,632.04| 20,211,514.28| 20,044,328.29
17,108,098.98| 4,120,058.24| 4,553,882.24| 12,554,216.74| 17,108,098.98| 4,120,058.24
373,499.00| 384,965.26 - 373,499.00 373,499.00 384,965.26
15,877,266.67| 2,391,954.42 -l 2,729,916.30 2,729,916.30| 15,539,304.79

65




2004

1,416,135.02] 536,976.00]  58,675.65 58,675.65] 1,894,435.37
1,416,135.02] 536,976.00]  58,675.65 58,675.65| 1,894,435.37
26,885,726.35 17,497,182.13 17,497,182.13| 9,388,544.22
17,154,504.36 10,351,302.74| 10,351,302.74| 6,803,201.62
114,806.17 6,000.00 6,000.00[  108,806.17
9,616,415.82 7,139,879.39| 7,139,879.39| 2,476,536.43
17,276,324.46 -| 3,143,418.94 3,143,418.94| 14,132,905.52
40,975 24,159 69.60%
27,660 43,260 36.06%
64,762 48,431 33.72% 2004
19,430 14,400 34.92% 2004
SL/TL
TH
45,662 38,052 20%
345,380 269,263 28.27%
73,894 43,760 68.86%
18,091 14,214 271.27%

66




2004

9 -1390 -505 885

2004 2003
10 36,172 9,062 299.14%
21,585 4,250 407.86%
11 5,847 2,358 147.93%
8,594 2,601 230.45%
12 40,013 55,981
28.52%

2006 4 26

67



o1
2004 12 31
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F20045 1018 126,770 1,112,611 26,634 109,324 83,048 17,277 1,475,664
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BLS-T 49,042 63,186
Fride®y it £ 7 15,002 16,067
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FiA A BiAe B RLOY A A 55 A BRI R R S % 09 A 5B, SRS AR KA
EEH-—M—Z0RER. FTHARLS BRAZIHRERE,

Chay

ik LA N ik RN A 2 BUAR IS o S AR S B AT K SR LA BUR A 8 A
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T AN kR BARNRELT AT @ BRSO 6 IR A 3 A AT R
Ao MBI 8] 89k R BANRELT R T o374 53 5 i 6940 ) 3538 50K
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R KFIRE, FEN, % ERMENE SHF R BT A A e A E
89 10% % Bofik & A& R Ak Bk k4o

ik B 25T A T ARAE T A0 3G Ao ik TR N 8] B FRT A, d gk B ke ) 5T R
T 3G e P8 ] 69 SORCIE A B BB R .

KA

() L RL 8

2004 2003
ARTFL ARTF L

T o A fir & B UG B Ik RIRE &
HRART 0.2 (2003 F: L) 91,325 -
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AR F 7T ARTF L AR T F 7T
AT RAT G 2K
AR F—F A &
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AERAZE AT 5 XARE &, HEBERATORTH—RH—E+=
MR, FTEAAMBEEFHERE S, A —RAMT HMEEFE I, L
2 AL I R RA A
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A
2004 2003
AR AR L
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AR T F 7T AR T F 7T AR T F 7T AR T FT
)R Qi 689 4,721 - 1,300
Hol B3k - - 449 )
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SHANGHAI HIGHLY (GROUP) CO., LTD.

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2004



Report of the International Auditors to the Shareholders of
Shanghai Highly (Group) Co., Ltd.
(Established in the People’s Republic of China with Limited Liability)

We have audited the consolidated balance sheet of Shanghai Highly (Group) Co., Ltd. and its
subsidiaries (“the Group™) as of 31 December 2004 and the related consolidated statements of
income, changes in equity and cash flows for the year then ended, set out on pages 2 to 36.
These consolidated financial statements are the responsibility of the Group’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our
audit.

We conducted our audit in accordance with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statements
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial
position of the Group as of 31 December 2004, and of the results of its operations and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.

KPMG Huazhen
Certified Public accountants

Shanghai, China
22 April 2005



Shanghai Highly (Group) Co., Ltd.
Consolidated income statement

For the year ended 31 December 2004
(Expressed in Renminbi)

Revenue
Cost of sales

Gross profit

Other operating income
Distribution expenses
Administrative expenses
Other operating expenses

Profit from operations

Net financing costs
Share of losses of associates

Profit before tax
Income tax expenses
Profit after tax
Minority interests

Net profit for the year

Basic earnings per share

Note

18

19

2004 2003
RMB’000 RMB’000
3,584,839 2,750,044

(2,787,242) (2,246,244)
797,597 503,800
29,033 30,812
(142,008) (155,498)
(191,539) (185,117)
(43,108) (29,834)
450,875 164,163
(54,734) (68,804)
(16,05) (1,677)
380,046 93,682
(63,398) (23,358)
316,648 70,324
(85,542) (26,494)
231,106 43,830
RMB 0506 RMB__ 0.096

The consolidated income statement is to be read in conjunction with the notes to and forming
part of the consolidated financial statements set out on pages 8 to 36.



Shanghai Highly (Group) Co., Ltd.
Consolidated balance sheet
As at 31 December 2004
(Expressed in Renminbi)

2004 2003
Note RMB’000 RMB’000
ASSETS

Property, plant and equipment 8 1,701,896 1,702,258
Lease prepayments 9 130,287 133,577

Intangible assets
Negative goodwill 10 (25,731) (29,923)
Goodwill 10 1,122 1,268
Other intangible assets 10 989 1,654
Investments in associates 11 142,451 137,535
Other investments 12 16,491 16,969
Deferred tax assets 13 4,622 5,700
Total non-current assets 1,972,127 1,969,038
Inventories 14 622,825 489,656
Trade and other receivables 15 806,483 755,857
Cash and cash equivalents 16 211,393 170,171
Total current assets 1,640,701 1,415,684
Total assets 3,612,828 3,384,722

The consolidated balance sheet is to be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 8 to 36.



Shanghai Highly (Group) Co., Ltd.
Consolidated balance sheet
As at 31 December 2004 (continued)
(Expressed in Renminbi)

2004 2003
Note RMB’000 RMB’000
EQUITY
Issued capital 456,624 380,520
Share premium 257,703 333,807
Reserves 385,428 340,502
Retained earnings/(accumulated losses) 175,100 (7,033)
Total equity 17 1,274,855 1,047,796
MINORITY INTERESTS 18 477,577 394,746
LIABILITIES
Interest-bearing loans and borrowings 20 4,000 118,300
Deferred government grants 21 52,594 56,996
Total non-current liabilities 56,594 175,296
Interest-bearing loans and borrowings 20 979,513 928,600
Income tax payable 7 17,915 6,862
Trade and other payables 22 791,817 811,302
Provision for warranties 23 14 557 20,120
Total current liabilities 1,803,802 1,766,884
Total liabilities 1,860,396 1,942,180
Total equity, minority interests and liabilities 3,612,828 3,384,722

Authorised for issue by the Board of Directors on 22 April 2005.

Directors

N N N N

The consolidated balance sheet is to be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 8 to 36.



Shanghai Highly (Group) Co., Ltd.
Consolidated statement of changes in equity

For the year ended 31 December 2004

(Expressed in Renminbi)

Reserve

Statutory fund and (Accumulated

Issued public enterprise losses)/

share Share Capital Statutory welfare expansion Retained
capital premium reserve reserve fund fund earnings Total
RMB“000 RMB“000 RMB“000 RMB‘000 RMB‘000 RMB‘000 RMB‘000 RMB“000
Balance at 1 January 2003 380,520 333,807 85,579 61,800 61,022 103,894 (22,656) 1,003,966
Net profit for the year - - - - - - 43,830 43,830
Transfer to reserves - - - 6,566 6,565 15,076 (28,207) -
Balance at 31 December 2003 380,520 333,807 85,579 68,366 67,587 118,970 (7,033) 1,047,796
Net profit for the year - - - - - - 231,106 231,106
Capitalization issue from share premium 76,104 (76,104) - - - - - -

Acquisition of additional interest in a subsidiary

from parent Company (note 28) - - (4,047) - - - - (4,047)
Transfer to reserves - - - 19,923 19,878 9,172 (48,973) -
Balance at 31 December 2004 456,624 257,703 81,532 88,289 87,465 128,142 175,100 1,274,855

The consolidated statement of changes in
statements set out on pages 8 to 36.

equity is to be read in conjunction with the notes to and forming part of the consolidated financial



Shanghai Highly (Group) Co., Ltd.
Consolidated statement of cash flows
For the year ended 31 December 2004

(Expressed in Renminbi)

2004 2003
Note RMB’000 RMB’000
Operating activities:
Profit before tax 380,046 93,682
Adjustment for:
Depreciation 259,268 258,539
Amortisation of lease prepayments 3,290 3,290
(Reversal)/provision for impairment loss
of property, plant and equipment (3,144) 1,261
Loss/(gain) on disposal of property,
plant and equipment 8,985 (8,443)
Amortisation of negative goodwill (4,250) (4,245)
Amortisation of goodwill and other
intangible assets 824 1,780
Amortisation of deferred government grants (6,886) (5,600)
Interest expense 55,960 65,336
Interest income (3,152) (1,555)
Share of losses of associates 16,095 1,677
Provision for impairment loss of other
long-term investments 478 396
Gain on deemed disposal of a subsidiary 2 (2,982) -
Gain on disposal of an associate (1,876) -
Cash flows from operating activities before
changes in working capital 702,656 406,118
Increase in inventories (133,169) (48,860)
Increase in trade and other receivables (91,654) (40,892)
Increase in trade and other payables 4,944 250,440
(Decrease)/increase in provision for warranties (5,563) 2,702
Cash generated from operations 477,214 569,508
Interest paid (57,196) (68,746)
Income tax paid (51,071) (18,548)
Cash flows from operating activities 368,947 482,214

The consolidated statement of cash flows is to be read in conjunction with the notes to and
forming part of the consolidated financial statements set out on pages 8 to 36.



Shanghai Highly (Group) Co., Ltd.
Consolidated statement of cash flows
For the year ended 31 December 2004 (continued)

(Expressed in Renminbi)

Cash flows from operating activities
Investing activities

Interest received

Note

Acquisition of property, plant and equipment

Acquisition of intangible assets
Proceeds from disposal of property,
plant and equipment
Disposal of a subsidiary,
net of cash disposed of
Disposal of an associate
Acquisition of additional interest
in a subsidiary
Investments in associates
Dividend received from associates

Cash flows from investing activities
Financing activities

Dividends paid to shareholders

Dividends paid to minority investors
of subsidiaries

Proceeds from interest-bearing loans
and borrowings

Repayment of interest-bearing loans
and borrowings

Proceeds from government grants

Capital contribution from minority
investors of subsidiaries

Cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

18

21
18

2004 2003
RMB’000 RMB’000
368,947 482,214
3,152 1,555
(253,214) (196,371)
(13) (1,191)

2,272 6,221

(6) -

8,400 -
(4,750) (30,000)
(29,369) (56,537)
7,849 5,971
(265,679) (270,352)
- (118)

(27,748) (29,632)
1,429,512 1,317,885
(1,492,899) (1,533,888)
2,484 50,050
26,605 21,279
(62,046) (174,424)
41,222 37,438
170,171 132,733
211,393 170,171

The consolidated statement of cash flow is to be read in conjunction with the notes to and

forming part of the consolidated financial statements set out on pages 8 to 36.



Shanghai Highly (Group) Co., Ltd.
Notes to the consolidated financial statements
(Expressed in Renminbi)

Significant accounting policies

Shanghai Highly (Group) Co., Ltd. (“the Company”) is a company domiciled in Shanghai, the
People’s Republic of China (“PRC”). The consolidated financial statements of the Company
for the year ended 31 December 2004 comprise the Company and its subsidiaries (together
referred to as the “Group”) and the Group’s interest in associates.

(@)

(b)

Statement of compliance

These financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) promulgated by the International Accounting
Standards Board (“IASB”). IFRS includes International Accounting Standards (“I1AS”)
and related interpretations.

The IASB has issued a number of new and revised IFRS and IAS (“new IFRSs”) which
are effective for accounting periods beginning on or after 1 January 2005. The Group
has not early adopted these new IFRSs in the financial statements for the year ended 31
December 2004. The Group has commenced an assessment of the impact of these new
IFRSs but is not yet in a position to state whether these new IFRSs would have a
significant impact on its results of operations and financial position.

A summary of the significant accounting policies adopted by the Group is set out
below.

Basis of preparation

The consolidated financial statements have been prepared under the going concern
concept on the basis that (i) the Group will be able to generate sufficient working
capital and cash from its operations, and (ii) the directors are of the opinion that the
Group will continue to obtain support from its bankers and, upon request of the Group,
the bank loans due in 2005 can be successfully renewed. The directors believe that if
necessary, additional facilities can also be provided by the bankers for the foreseeable
future to enable the Group to meet its day-to-day commitments as and when they fall
due.

The consolidated financial statements are presented in Renminbi, rounded to the nearest
thousand. They are prepared on the historical cost basis.

The accounting policies set out below have been consistently applied by the Group and
are consistent with those used in the previous year.

The preparation of financial statements in accordance with IFRS requires management
to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the financial
statements and reported amounts of revenues and expenses during the year. Actual
results could differ from those estimates.



Significant accounting policies (continued)

(©

(d)

Basis of consolidation
(i)  Subsidiaries

Subsidiaries are those entities controlled by the Company. Control exists when
the Company has the power, directly or indirectly, to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently are exercisable or
convertible are taken into account. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control
commences until the date that control ceases.

(i)  Associates

Associates are those entities in which the Group has significant influence, but not
control, over the financial and operating policies. The consolidated financial
statements include the Group’s share of the total recognised gains and losses of
associates on an equity accounted basis, from the date that significant influence
commences until the date that significant influence ceases. When the Group’s
share of losses exceeds the carrying amount of the associate, the carrying amount
is reduced to nil and recognition of further losses is discontinued except to the
extent that the Group has incurred obligations in respect of the associates.

(iii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised gains arising from intra-
group transactions, are eliminated in preparing the consolidated financial
statements.  Unrealised gains arising from transactions with associates are
eliminated, to the extent of the Group’s interest in the entity, against the
investment in the associates. Unrealised losses are eliminated in the same way as
unrealised gains, but only to the extent that there is no evidence of impairment.

Foreign currency transactions

Transactions in foreign currencies are translated to Renminbi at the foreign exchange
rate ruling at the date of transactions. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are translated to Renminbi at the foreign
exchange rates ruling at that date. Foreign exchange differences arising on translation
are recognised in the income statement. Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign currency are translated to Renminbi
using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated to
Renminbi at the foreign exchange rate ruling at the dates the values were determined.



Significant accounting policies (continued)

(€)

Property, plant and equipment

(i)

(i)

(iii)

(iv)

(v)

Owned assets

Items of property, plant and equipment are stated at cost less accumulated
depreciation (refer below) and impairment losses (refer to accounting policy ).

Where parts of an item of property, plant and equipment have different useful
lives, they are accounted for as separate items of property, plant and equipment.

Subsequent expenditure

The Group recognizes in the carrying amount of an item of property, plant and
equipment the cost of replacing part of such an item when that cost is incurred if it
is probable that the future economic benefits embodied with the item will flow to
the Group and the cost of the item can be measured reliably. All other costs are
recognised in the income statement as an expense as incurred.

Depreciation
Depreciation is charged to the income statement on a straight-line basis over the

estimated useful lives of items of property, plant and equipment. The estimated
useful lives are as follows:

m Buildings 20 years
m  Machinery 10 years
m  Motor vehicles 5 years
m  Furniture, fixtures and equipment 5 years
m  Moulds and others 3-5 years
Disposals

Gains or losses arising from the retirement or disposal of a fixed asset are
determined as the difference between the estimated net disposal proceeds and the
carrying amount of the asset and are recognized as income or expense in the
income statement on the date of retirement or disposal.

Construction in progress

Construction in progress represents buildings, various plant and equipment under
construction and pending installation, and is stated at cost less impairment losses
(refer to accounting policy I). Cost comprises direct costs of construction incurred
and borrowing costs capitalized (refer to accounting policy t(ii)) during the period
of construction and installation. Construction in progress is transferred to
property, plant and equipment when the asset is substantially ready for its
intended use, at which time it commences to be depreciated in accordance with
the Group’s policy.

10



Significant accounting policies (continued)

(f)

Intangible assets

(i)

(i)

Goodwill

Goodwill arising on an acquisition represents the excess of the cost of the
acquisition over the fair value of the net identifiable assets acquired. Goodwill is
stated at cost less accumulated amortization, which is based on a straight-line
basis over 10 years, and impairment losses (refer to accounting policy ).

Negative goodwill

Negative goodwill arising on an acquisition represents the excess of the net fair
value of the identifiable assets, liabilities and contingent liabilities acquired over
the cost of acquisition.

To the extent that negative goodwill relates to an expectation of further losses and
expenses that are identified in the plan of acquisition and can be measured
reliably, but which have not yet been recognised, it is recognised in the
consolidated income statement when the future losses and expenses are
recognised. Any remaining negative goodwill, but not exceeding the fair values of
the non-monetary assets acquired, is recognised in the consolidated income
statement on a straight-line basis over 10 years. Negative goodwill in excess of
the fair values of the non-monetary assets acquired is recognised immediately in
the consolidated income statement.

11



Significant accounting policies (continued)

(f)

@)

Intangible assets (continued)

(ifi) Research and development

(iv)

(v)

Expenditure on research activities, undertaken with the prospect of gaining new
scientific or technical knowledge and understanding, is recognised in the income
statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a
plan or design for the production of new or substantially improved products and
processes, is capitalized if the product or process is technically and commercially
feasible and the Group has sufficient resources to complete development. The
expenditure capitalised includes the cost of materials, direct labor and an
appropriate proportion of overheads. Other development expenditure is
recognized in the income statement as an expense as incurred.

Other intangible assets

Other intangible assets acquired by the Group are stated at cost less accumulated
amortisation (see below) and impairment losses (refer to accounting policy I).
Amortisation is charged to the income statement on a straight-line basis over their
estimated useful lives as follows:

m Patents and licences 7 years
m Software 5 years

Subsequent expenditure
Subsequent expenditure on intangible assets is capitalized only when it increases

the future economic benefits embodied in the specific asset to which it relates.
All other expenditure is expensed as incurred.

Other investments

Other

investments available-for-sale are classified as non-current assets. These

investments represent legal person shares of certain listed companies and participations
in various unlisted companies in which the Group neither holds, directly or indirectly,
20% or more of the voting powers nor can exercise significant influence. Available-for-
sale investments are stated at cost less impairment losses (refer to accounting policy I),
and are recognised/derecognised by the Group at the date it commits to purchase/sell
the investments. On disposal of an investment, the difference between the net disposal
proceeds and the carrying amount is charged or credited to the income statement.

12



Significant accounting policies (continued)

(h)

(i)

()

(k)

Lease prepayments

Lease prepayments represent land use rights paid to the PRC land bureau. Lease
prepayments are stated at cost, less accumulated amortisation and any impairment
losses (refer to accounting policy 1).

Amortisation is charged to the income statement on a straight-line basis over the
respective periods of the rights.

Trade and other receivables

Trade and other receivables are stated at their cost less impairment losses (refer to
accounting policy 1).

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value
is the estimated selling price in the ordinary course of business, less the estimated costs
of completion and selling expenses.

The cost of inventories is based on the weighted average method and includes
expenditure incurred in acquiring the inventories and bringing them to their existing
location and condition. In the case of manufactured inventories and work in progress,
cost includes an appropriate share of overheads based on normal operating capacity.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and bank balances.

13



Significant accounting policies (continued)

(1)

Impairment

The carrying amounts of the Group’s assets, other than inventories (refer to accounting
policy j) and deferred tax assets (refer to accounting policy u), are reviewed at each
balance sheet date to determine whether there is any indication of impairment. If any
such indication exists, the asset’s recoverable amount is estimated. An impairment loss
is recognised whenever the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognised in the income
statement.

Impairment losses recognized in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to cash-generating units (group of
units) and then, to reduce the carrying amount of the other assets in the unit (group of
units) on a pro rata basis.

(i) Calculation of recoverable amount

The recoverable amount of the Group’s receivables is calculated as the present
value of expected future cash flows, discounted at the original effective interest
rate inherent in the asset. Receivables with a short duration are not discounted.

The recoverable amount of other assets is the greater of their net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.
For an asset that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset
belongs.

(i)  Reversals of impairment

An impairment loss in respect of receivable is reversed if the subsequent increase
in recoverable amount can be related objectively to an event occurring after the
impairment loss was recognised.

An impairment loss in respect of goodwill is not reversed unless the loss was
caused by a specific external event of an exceptional nature that is not expected to
recur, and the increase in recoverable amount relates clearly to the reversal of the
effect of that specific event.

In respect of other assets, an impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount

does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

14



Significant accounting policies (continued)

(m) Dividends

(n)

(0)

(p)

(@)

(n

Dividends are recognised as a liability in the period in which they are declared.
Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at cost, less attributable transaction
costs. Subsequent to initial recognition, interest-bearing borrowings are stated at
amortised cost with any difference between cost and redemption value being recognised
in the income statement over the period of the borrowings on an effective interest basis.

Employee benefits

Obligations for contributions to defined contribution pension plans are recognised as an
expense in the income statement as incurred.

Provisions

A provision is recognised in the balance sheet when the Group has a legal or
constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material,
provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where
appropriate, the risk specific to the liability.

Warranties

A provision for warranties is recognised when the underlying products or services are
sold. The provision is based on historical warranty data and a weighting of all possible
outcomes against their associated probabilities.

Trade and other payables

Trade and other payables are stated at their cost.

15



Significant accounting policies (continued)

(s) Revenue

(i)

(i)

Sales of goods

Revenue from the sale of goods is recognised in the income statement when the
significant risks and rewards of ownership have been transferred to the buyer. No
revenue is recognised if there are significant uncertainties regarding recovery of
the consideration due, associated costs or the possible return of goods.

Government grants

A government grant is recognised in the balance sheet initially as deferred income
when there is reasonable assurance that it will be received and that the Group will
comply with the conditions attaching to it. Grants that compensate the Group for
expenses incurred are recognised as revenue in the income statement on a
systematic basis in the same periods in which the expenses are incurred. Grants
that compensate the Group for the cost of an asset are recognised in the income
statement as other operating income on a systematic basis over the useful life of
the asset.

(t) Expenses

(i)

(i)

(iii)

Operating lease payments

Payments made under operating leases are recognised in the income statement on
a straight-line basis over the term of the lease.

Net financing costs

Net financing costs comprise interest payable on borrowings calculated using the
effective interest rate method, interest receivable on funds invested, dividend
income, foreign exchange gains and losses and bank charges.

Borrowing costs are expensed as incurred as part of net financing costs, except to
the extent that they are capitalized as being directly attributable to the acquisition
or construction of an asset which necessarily takes a substantial period of time to
get ready for its intended use.

Interest income is recognised in the income statement as it accrues, taking into
account the effective yield on the asset. Dividend income is recognised in the
income statement on the date the entity’s right to receive payments is established.

Repairs and maintenance expenditure

Repairs and maintenance expenditure, including cost of major overhaul, is
expensed as incurred.
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Significant accounting policies (continued)

(u)

v)

(w)

Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income
tax is recognised in the income statement except to the extent that it relates to items
recognised directly to equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantially enacted at the balance sheet date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The following
temporary differences are not provided for: goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect neither accounting nor taxable
profit, and differences relating to investments in subsidiaries to the extent that they will
probably not reverse in the foreseeable future. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet
date.

A deferred tax asset is recognised only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilised. Deferred tax
assets are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.

Related parties

If the Group has the ability, directly or indirectly, to control, jointly control or exercise
significant influence over another party, or vice versa, or where the Group and one or
more parties are subject to common control from another party, they are considered to
be related parties. Related parties may be individuals or enterprises.

Segment reporting
A segment is a distinguishable component of the Group that is engaged either in
providing products or services (business segment), or in providing products or services

within a particular economic environment (geographical segment), which is subject to
risks and rewards that are different from those of other segments.
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Segment reporting

No analysis of the Group’s turnover and contribution to profit from operations by
geographical segment or business segment has been presented as all the Group’s
operating activities are carried out in the PRC and less than 10 per cent of the Group’s
turnover and contribution to profit from operations were derived from activities outside
the hGroupés manufacturing and sales of compressors used in household air conditioners
in the PRC.

Acquisition and disposal

Deemed disposal of a subsidiary

On 18 March 2004, the Group injected additional capital of RMB 400 thousands, while
other investors injected additional capital of RMB 17,600 thousands to Shanghai Highly
Zhiye Co., Ltd ("Zhiye™). As a result of the above capital injection, the Group’s
effective holding of equity interests in Zhiye was diluted from 80% to 30%.

The deemed disposal had the following effect on the Group’s assets and liabilities:

Disposal

of Zhiye

Note RMB'000

Property, plant and equipment 8 54
Trade and other receivables 28,976
Cash at bank and in hand 6
Trade and other payables (25,000)
Net identifiable assets and liabilities 4,036
Minority interests (807)
Gain on deemed disposal of a subsidiary 2,982
Additional capital injected 400
Group’s share of net assets reclassified to investment in associates 6,611

Net cash outflow from deemed disposal of a subsidiary:
Cash disposed (6)
On 24 December 2004, the Group disposed of its 30% interests in Zhiye at a

consideration of RMB 8,400 thousands. The results of operations of Zhiye are not
material for the year.
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Other operating income

2004 2003
Note RMB’000 RMB’000
Release of unutilised provision for warranties 23 6,616 5,226
Amortisation of deferred government grants 21 6,886 5,600
Amortisation of negative goodwill 10 4,250 4,245
Reversal of impairment loss of property,
plant and equipment 8 3,144 -
Gain on disposal of property,
plant and equipment - 8,443
Gain on deemed disposal of a subsidiary 2 2,982 -
Gain on disposal of an associate 1,876 -
Others 4,179 7,298
29,933 30,812
Other operating expenses
2004 2003
Note RMB’000 RMB’000
Research and development expenses 22,856 18,175
Provision for warranties 23 9,090 9,132
Provision for impairment loss
of property, plant and equipment, net - 1,261
Provision for impairment loss of other
long-term investments 478 396
Amortisation of goodwill 10 146 146
Loss on disposal of property,
plant and equipment 8,985 -
Others 1,553 724
43,108 29,834
Personnel expenses
2004 2003
RMB’000 RMB’000
Wages and salaries 179,523 127,971
Contributions to defined contribution plans 38,156 29,015
217,679 156,986

The number of employees as at 31 December 2004 was 3,241 (2003: 3,391).

Contributions made by the Group to pension funds are dealt with in the income
statement when incurred. According to the respective pension fund regulations, the
Group contributes to pension funds based on 22% (2003: 22.5%) of the average salary
level. The Group remits all pension fund contributions to the respective social security
offices, which are responsible for the payments and liabilities relating to the pension
funds. The Group has no obligation for the payment of retirement and other post-

retirement benefits of employees other than the contributions described above.
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Net financing costs

2004 2003
RMB’000 RMB’000
Interest expense on:
- Bank loans 42,595 48,297
- Discounts of bank notes 15,172 20,374
57,767 68,671
Less: Capitalized in construction in progress (1,807) (3,335)
55,960 65,336
Net foreign exchange loss and bank charges 1,992 5,507
Dividend income (66) (484)
Interest income from bank deposits (3,152) (1,555)
Total finance costs 54,734 68,804
The borrowing cost has been capitalized at the following interest rate:
Annual rate 2.80% 3.50%
Income tax expenses
Recognised in the income statement
2004 2003
RMB’000 RMB’000
Current income tax:
Provision for PRC income tax for current year 62,124 23,133
Share of taxation of associates 196 846
62,320 23,979
Deferred tax income:
Origination and reversal of temporary differences 1,078 (621)
Total income tax expense in income statement 63,398 23,358

The Company was established in Jin Qiao Export Processing Zone of Shanghai Pudong
New Area. Accordingly, the Company is subject to the PRC income tax at a

preferential rate of 15%.

In accordance with the relevant tax regulations and local income tax concession
granted, the subsidiaries of the Company are subject to the PRC income tax rates

ranging from 15% to 33% (2003: 15% to 33%).

Pursuant to the income tax rules and regulations of the PRC, certain subsidiaries of the
Company are entitled to a tax holiday of a tax-free period for two years from their first
profit-making year of operations and thereafter, they are subject to PRC Enterprise
income tax at 50% of the applicable income tax rate for the following three years.
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Income tax expenses (continued)

Reconciliation of effective tax rate

2004 2003
RMB’000 % RMB’000 %

Profit before tax 380,046 100% 93,682 100%
Income tax using the applicable

preferential tax rate 57,007 15% 14,052 15%
Rate differential on operations

of subsidiaries and associates 1,897 1% 1,372 2%
Tax losses not recognized as deferred

tax assets 3,995 1% 6,030 6%
Other temporary differences not recognized

as deferred tax assets (1,065) 0% 737 1%
Non-deductible expenses net of

non-taxable income 1,564 0% 1,167 1%
Income tax expenses 63,398 17% 23,358 25%

Tax payable in the consolidated balance sheet

2004 2003

RMB’000 RMB’000

Balance at 1 January 6,862 2,277
Provision for PRC income tax for the year 62,124 23,133
PRC income tax paid for the year (51,071) (18,548)
Balance at 31 December 17,915 6,862
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8.  Property, plant and equipment

Furniture
fixtures Moulds
Motor and and Construction
Buildings Machinery vehicles equipment others  in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cost

Balance at 1 January

2004 387,258 2,300,759 41,594 184,011 99,682 164,618 3,177,922
Additions 4,297 17,629 2,100 11,588 387 231,072 267,073
Transfer to fixed assets 286 162,806 922 9,929 11,511 (185,454) -
Disposal
- Through disposal

of subsidiary - - - (58) - - (58)

- Others (514) (30,951) (3.067) (14,100) - - (48,632)
Balance at 31 December 391,327 2,450,243 41,549 191,370 111,580 210,236 3,396,305

2004

Depreciation and impairment

Balance at 1 January

2004 126,770 1,112,611 26,634 109,324 83,048 17,277 1,475,664
Depreciation charge for

the year 20,829 199,112 4,775 19,941 14,611 - 259,268
Reversal of impairment

loss - - - - - (3,144) (3,144)
Disposal
- Through disposal

of subsidiary - - - 4) - - 4)

- Others (30) (23,328) (2,391) (11,626) - - (37,375)

Balance at 31 December
2004 147,569 1,288,395 29,018 117,635 97,659 14,133 1,694,409

Carrying amount

At 1 January 2004 260,488 1,188,148 14,960 74,687 16,634 147,341 1,702,258

At 31 December 2004 243,758 1,161,848 12,531 73,735 13,921 196,103 1,701,896

9.  Lease prepayments

2004 2003

RMB’000 RMB’000

Balances at 1 January 133,577 136,867
Amortization charge for the year (3,290) (3,290)
Balances at 31 December 130,287 133,577

The lease prepayments of the Group represented rentals prepaid in obtaining land use
rights in the PRC for periods between 40 to 50 years.
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10.

Intangible assets

Cost

Balance at 1 January 2004
Addition

Balance at 31 December 2004

Amortisation

Balance at 1 January 2004
Amortisation for the year

Balance at 31 December 2004

Carrying amount
At 1 January 2004

At 31 December 2004

Other intangible assets

Patents
Negative and
goodwill  Goodwill licenses  Software Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(42,446) 1,463 25,159 - 25,159
(58) - - 13 13
(42,504) 1,463 25,159 13 25,172
12,523 (195)  (23,505) - (23,505)
4,250 (146) (676) (2) (678)
16,773 (341)  (24,181) (2) (24,183)
(29,923) 1,268 1,654 - 1,654
(25,731) 1,122 978 11 989

Amortisation income and charge

The amortisation income of negative goodwill for the year is recognized in other
operating income (see note 3). The amortisation charge of positive goodwill for the
year is recognized in other operating expenses (see note 4). The amortisation charges of

other intangible assets are recognized in administrative expenses.
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11.

12.

Investment in associates

The Group has the following significant investments in associates which are all
established in the PRC:

Proportion of ownership
interests held by the
Group and the Company

Shanghai Zanussi Elettromeccanica Co., Ltd. (“Zanussi”) 35%
Shanghai Highly Nakano Refrigerators Co., Ltd. (“Nakano™) 43%
B i 5 AR (R ) A PR 3] (“Automobile”) 33.33%

(Hitachi Highly Automobile Spare Parts (Shanghai) Co., Ltd.*)
*  Direct translation of their registered names in the PRC

The Group’s share of post-acquisition recognized net losses in the above associates as at
31 December 2004 amounted to RMB52,307 thousands (2003: RMB36,103 thousands).

Other investments

2004 2003

RMB’000 RMB’000

Investments in listed companies 13,697 14,171
Unlisted investments 2,794 2,798
16,491 16,969

Investments in listed companies represent investments in legal person shares of joint
stock limited companies. These shares are currently not allowed to be traded on any
stock exchanges in the PRC.
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13.

Deferred tax assets
Recognised deferred tax assets/(liabilities)

Deferred tax assets/(liabilities) are attributable to the following:

2004 2003
RMB’000 RMB’000
Provision for warranties 2,184 1,804
Inventories provision 2,094 1,852
Bad debts provision 1,070 2,544
Interest capitalization (726) (500)
4,622 5,700
Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:
2004 2003
RMB’000 RMB’000
Tax losses 49,042 63,186
Deductible temporary differences 15,002 16,067
64,044 79,253

Deferred tax assets have not been recognised in respect of these items because it is not
probable that future taxable profit will be available against which the Group can utilize
the benefits thereon. The tax losses are subject to an expiry period of five years.

Movements in temporary differences during the year

1 January Recognised 31 December

2004 during the year 2004

RMB’000 RMB’000 RMB’000

Provision for warranties 1,804 380 2,184
Inventories provision 1,852 242 2,094
Bad debts provision 2,544 (1,474) 1,070
Interest capitalisation (500) (226) (726)
5,700 (1,078) 4,622
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14.

15.

16.

Inventories
2004 2003
RMB’000 RMB’000
Raw materials 136,185 167,255
Work-in-progress 31,500 24,119
Finished goods 455,140 298,282
622,825 489,656
Inventories stated at net realisable value 62,974 67,198

Cost of inventories recognised as an expense in the consolidated income statement
during the year is RMB2,808,246 thousands (2003: 2,262,004 thousands).

Inventories with an aggregate carrying value of RMB73,200 thousands were pledged to
secure bank loans as at 31 December 2004 (see note 20).

Trade and other receivables

Note 2004 2003

RMB’000 RMB’000

Trade receivables 287,082 437,659

Notes receivable 412,530 240,503
Other receivables, deposits and

prepayments 101,461 74,856

Receivables due from related parties 28 5,410 2,839

806,483 755,857

All the trade and other receivables are expected to be recovered within one year.

Cash and cash equivalents

2004 2003
RMB’000 RMB’000
Cash at bank and on hand 211,393 170,171
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17.

Capital and reserves

Share capital

2004 2003
RMB’000 RMB’000
On issue at 31 December - fully paid
241,344,323 “A” shares (2003: 201,120,269 shares)
of RMB 1 each 241,344 201,120
215,280,006 “B” shares (2003: 179,400,005 shares)
of RMB 1 each 215,280 179,400
456,624 380,520

Pursuant to a resolution passed at the directors’ meeting on 20 April 2004 and approved
at the Annual General Meeting on 28 May 2004, the Company increased its share
capital from RMB380,520 thousands to RMB456,624 thousands through capitalization
of share premium amounted to RMB76,104 thousands.

The holders of all A and B shares are entitled to receive dividends as declared from time
to time and are entitled to one vote per share at meetings of the Company. All A and B
shares rank equally with regard to the Company’s residual assets.

Reserves

Distribution of statutory reserves and statutory public welfare fund were made in
accordance with the relevant rules and regulations in the PRC and the Articles of
Association of the Company and its subsidiaries and were approved by the respective
boards of directors.

Statutory reserve

According to the respective Articles of Association, the Company and certain of its
subsidiaries are required to transfer 10% of its profit after taxation, as determined under
PRC accounting regulations, to the statutory reserve until the reserve balance reaches
50% of the registered capital. The transfer to this reserve must be made before the
distribution of dividends to shareholders or investors. Statutory reserve can be used to
make good previous years’ losses, if any. In the case of the Company, the statutory
reserve may also be converted into share capital by the issue of new shares to
shareholders in proportion to their existing shareholdings. For those subsidiaries, the
statutory reserves may be converted into paid-in capital in proportion to the existing
equity interest of the subsidiaries’ investors.
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17.

Capital and reserves (continued)
Statutory public welfare fund

According to the respective Articles of Association, the Company and certain of its
subsidiaries are required to transfer 5% to 10% of its profit after taxation, as determined
under PRC accounting regulations, to the statutory public welfare fund. The transfer to
this fund must be made before the distribution of dividends to shareholders or investors.
Statutory public welfare fund can only be used for the collective welfare of the
Company’s and respective subsidiaries’ employees such as the construction of staff
quarters. This fund is non-distributable other than in liquidation.

Reserve fund and enterprise expansion fund

Certain of the Company’s subsidiaries are established as sino-foreign joint venture
companies. According to the respective Articles of Association, these subsidiaries are
required to transfer 10% of their profit after taxation, as determined under PRC
accounting regulations, to the reserve fund until the balance of the reserve fund is equal
to 50% of their registered capital. Moreover, these subsidiaries are required to transfer
a certain percentage of their profits after taxation, as determined under PRC accounting
regulations, to the enterprise expansion fund. During the year, appropriations were
made by these subsidiaries to the reserve fund and the enterprise expansion fund each at
10% of their profits after taxation determined under PRC accounting regulations.

The reserve fund can be used to make good previous years’ losses and to increase the
paid-in capital of these subsidiaries while the enterprise expansion fund can be used to
increase the paid-in capital of these subsidiaries and to acquire fixed assets.

Dividends

(a) Dividend attributable to the year

2004 2003
RMB’000 RMB’000
Final dividend proposed after the balance sheet date:
Cash dividend of RMBO0.2 per share
(2003: Nil per share) 91,325 -

Pursuant to a resolution passed at the directors’ meeting on 22 April 2005, a final
dividend of RMBO0.2 (2003: Nil) per share totaling RMB91,325 thousands (2003:
Nil) was proposed for shareholders’ approval at the Annual General Meeting.

The final dividend proposed after the balance sheet date has not been recognized
as a liability at the balance sheet date.
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17.

18.

19.

20.

Capital and reserves (continued)
Dividends (continued)

(b) Dividend attributable to the previous financial year, approved and paid
during the year

No dividends attributable to the previous financial year were approved and paid in
2004.

Minority interests

2004 2003

RMB’000 RMB’000

Balance at 1 January 394,746 376,605

Capital contribution from minority interests 26,605 21,279

Share of profit for the year 85,542 26,494
Acquisition of additional interests in subsidiaries

from minority interests (761) -

Disposal of a subsidiary (807) -

Dividends to minority interests (27,748) (29,632)

Balance at 31 December 477,577 394,746

Basic earnings per share

The calculation of basic earnings per share is based on the net profit for the year of
RMB231,106 thousands (2003: RMB43,830 thousands) and the weighted average
number of shares outstanding during the year ended 31 December 2004 of 456,624,329
shares (2003: 456,624,329 shares). The weighted average number of shares outstanding
for 2003 has been retrospectively adjusted for the effect of the share premium
capitalization issue during the year ended 31 December 2004 (Note 17).

The Company had no diluted potential shares outstanding for 2004 and 2003.

Interest-bearing loans and borrowings

This note provides information about the contractual terms of the Group’s interest-
bearing loans and borrowings. For more information about the Group’s exposure to
interest rate risk and currency risk, refer to note 24.

2004 2003
RMB’000 RMB’000

Non-current liabilities
Unsecured bank loans 4,000 118,300

Current liabilities

Secured bank loans 30,000 118,400
Unsecured bank loans 949,513 810,200
979,513 928,600
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20. Interest-bearing loans and borrowings (continued)

Terms and debt repayment schedule-2004

Total Under 1 year 1to 2 years
RMB’000 RMB’000 RMB’000
Secured bank loans
RMB-fixed rate of 5.22% 30,000 30,000 -
Unsecured bank loans:
RMB- fixed rate ranging
from 4.54%-5.49% 746,600 742,600 4,000
USD- fixed rate ranging
from 1.53%-3.54% 206,913 206,913 -
Total 983,513 979,513 4,000
Terms and debt repayment schedule-2003
Total Under 1 year 1to 2 years
RMB’000 RMB’000 RMB’000
Secured bank loans
RMB- fixed rate ranging
from 4.536%-5.49% 118,400 118,400 -
Unsecured bank loans:
RMB- fixed rate ranging
from 4.032%-5.604% 796,900 678,600 118,300
USD- fixed rate ranging
from 1.608%-3.187% 131,600 131,600 -
Total 1,046,900 928,600 118,300

Inventories with an aggregate carrying value of RMB73,200 thousands were pledged to
a bank to secure the bank loans as at 31 December 2004.

Land use rights, buildings and note receivables with an aggregate carrying value of

RMB67,016 thousands, RMB109,816 thousands and RMB16,733 thousands were
pledged to banks to secure the bank loans as at 31 December 2003.
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21.

22.

23.

24,

Deferred government grants

2004 2003
Note RMB’000 RMB’000

Balance at 1 January 56,996 12,546
Proceeds received from government grants 2,484 50,050
Amortisation of government grants 3 (6,886) (5,600)
Balance at 31 December 52,594 56,996
Trade and other payables

2004 2003

RMB’000 RMB’000
Trade payables 519,580 501,281
Bills payable 41,300 99,632
Other payables and accrued expenses 230,937 210,389
791,817 811,302

All trade and other payables are expected to be settled within one year.
Provision for warranties

2004 2003

Note RMB’000 RMB’000

Balance at 1 January 20,120 17,418
Provision made during the year 4 9,090 9,132
Provisions utilized during the year (8,037) (1,204)
Provisions reversed during the year 3 (6,616) (5,226)
Balance at 31 December 14,557 20,120

Financial instruments

Exposure to credit, interest rate and currency risks arises in the normal course of the

Group’s business.

Financial assets of the Group include cash and cash equivalents, trade and other
receivables. Financial liabilities of the Group include interest-bearing loans, trade and

other payables.

(@) Interest risk

Details of the Group’s interest rates and repayment terms of interest-bearing loans

are set out in note 20 to the financial statements.
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24,

Financial instruments (continued)

(b)

(©)

(d)

Credit risk

Management has a credit policy in place and the exposure to credit risk is
monitored on an ongoing basis. Credit evaluations are performed on all
customers requiring credit over a certain amount.

Cash is placed with a group of banks and financial institutions with good credit
ratings. Credit risk on trade and other receivables have already been taken into
account as trade and other receivables are shown in the balance sheet net of
impairment losses.

At the balance sheet date there were no significant concentrations of credit risk.
The maximum exposure to credit risk is represented by the carrying amount of
each financial asset in the balance sheet.

Foreign currency risk

The Group incurs foreign currency risk on sales, purchases, bank deposits and
borrowings that are denominated in a currency other than Renminbi. The
currencies giving rise to this risk are primarily United States Dollars and Japanese
Yen.

The carrying amounts of significant financial assets and liabilities approximate to
their respective fair values as at 31 December 2004.

Renminbi is not freely convertible into foreign currencies. All foreign exchange
transactions involving Renminbi must take place through the People’s Bank of
China or other institutions authorized to buy and sell foreign exchange. The
exchange rate adopted for the foreign exchange transactions are the rates of
exchange quoted by the People’s Bank of China that are determined largely by
supply and demand.

Fair value

Fair value estimates are made at a specific point in time and based on relevant
market information and information about the financial instruments. These
estimates are subjective in nature and involve uncertainties and matters of
significant judgment and therefore cannot be determined with precision. Changes
in assumptions could significantly affect the estimates.

The following methods and assumptions were used to estimate the fair value for
each class of financial instruments:

(i) Cash and cash equivalents, trade and other receivables, trade and other
payables

The carrying values approximate fair value because of the short maturities
of these instruments.
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24,

25.

26.

Financial instruments (continued)

(d)

Fair value (continued)
(i) Bank loans
The carrying amount of bank loans approximates their fair value based on

the borrowings rate currently available for bank loans with similar terms
and maturity.

Operating lease

Leases as lessee

Non-cancellable operating lease rentals are payable as follows:

2004 2003

RMB’000 RMB’000

Less than one year 772 560
772 560

The Group leases a number of warehouses under operating lease. The leases typically
run for an initial period of between one and twelve months, with an option to renew the
lease after that date. Lease payments are usually increased annually to reflect market
rentals. None of the leases includes contingent rentals.

RMB 2,936 thousands was recognised as an expense in the income statement in respect
of operating leases for the year ended 31 December 2004 (2003: RMB 2,046 thousands).

Commitments

(@)

Investment commitments

Investment commitments outstanding at 31 December 2004 as approved by the
board of directors but not provided for in the financial statements of the Company
were as follows:

2004 2003

RMB’000 RMB’000

Joint venture projects - 28,679
Additional investments in subsidiaries - 61,832
- 90,511
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27.

Commitments (continued)

(b) Capital commitments

Capital commitments outstanding at 31 December 2004 not provided for in the

financial statements were as follows:

Contracted for
- Production line construction projects
- Research Centre construction project

Authorised but not contracted for
- Production line construction project
- Research Centre construction project

Contingent liabilities

Contingent liabilities of the Group are summarized as follows:

Guarantees for bank loans and
borrowings to an associate

Guarantees for bank acceptances notes
to an associate

Bills endorsed with recourse
Bills discounted with recourse

Total

34

2004 2003
RMB’000 RMB’000
62,544 33,401
4,227 33,719
66,771 67,120
59,722 75,175
24,185 33,494
83,907 108,669
150,678 175,789
2004 2003
RMB’000 RMB’000
99,000 134,500
10,000 -
109,000 134,500

- 800

2,393 12,576
2,393 13,376
111,393 147,876




28.

Related party
Identity of related parties

The Group has a controlling related party relationship with its parent company Shanghai
Light Industry Holding (Group) Co. (refer to note 29).

The Group also has a related party relationship with its associates (refer to note 11) and
with its directors and executive officers.

Transactions with directors and executive officers

Total remuneration included in “personnel expenses” (refer to note 5):

2004 2003
RMB’000 RMB’000
Directors 675 406
Executive officers 1,465 1,239
2,140 1,645

Transactions with associates

2004 2003

Automobile Nakano Zanussi  Automobile Nakano Zanussi

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000

Sales of goods 21,177 - 5,584 - - 3,360
Purchases of good - 4,595 - - 12,061
Provision of credit guarantees - - 109,000 - - 134,500
Dividend income - 7,849 - - 5,971 -

Transaction with parent company

On 30 December 2004, the Company increased its equity interest in one of its
subsidiaries, Senlin Electrical Appliances Co., Ltd. (“Senlin”), from 69% to 75% by
acquiring an additional 6% equity interest from Shanghai Light Industry Holding
(Group) Co. (“SLIH”) at a cash consideration of RMB4,750 thousands. As the
Company and Senlin are under the common control of SLIH, the above acquisition have
been reflected in the consolidated financial statements at cost. As at 30 December 2004,
the Group’s 6% share of net identifiable assets acquired amounted to RMB703
thousands. The excess of the consideration over the Group’s share of the net
identifiable assets acquired of RMB4,047 thousands has been accounted for as an equity
transaction and recorded in capital reserve.

The management is of the opinion that the above transactions were in the normal course
of business and on commercial terms.

Balances with related parties
2004 2003
Automobile Zanussi Automobile Zanussi
RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables 689 4,721 - 1,300
Other receivables - - 449 -
Notes receivables - - - 1,090
Total 689 4721 449 2,390
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29.

30.

Group enterprises
Control of the Group

The Company is a subsidiary of Shanghai Light Industry Holding (Group) Co., a state-
owned industrial group corporation established, under the laws of the PRC.

Significant subsidiaries

As of 31 December 2004, the Group had consolidated the following subsidiaries which
all established and operating in the PRC:

Percentage of equity

Group’s Held by
Name of Place of effective the
Subsidiaries incorporation holding Company
Shanghai Hitachi Electrical Appliances Co., Ltd. PRC 75% 75%
Shanghai Senlin Electrical Appliances Co., Ltd. PRC 75% 75%
LA T TR ZE NG PRC 100% 100%
(Jin Xuan Real Estate Development Company*)
L S A TR ) PRC 80% 80%
(Shanghai Highly Foundry Co., Ltd.*)
Shanghai Highly Automatic Electric Co., Ltd. PRC 70% 70%
(“Highly Automatic™)
b iEE AL TR F) PRC 80% 80%
(Shanghai Haiyun Art Flower Co., Ltd.*)
LSRR T S ARG PRC 80% 80%

(Shanghai Highly Trading Co., Ltd.*)

* Direct translation of their registered names in the PRC.

Subsequent events
Merge of subsidiaries

The Group and Hitachi Home and Life Solutions Inc. (“HHLSI”) respectively holds
75% and 25% equity interest over both Shanghai Hitachi Electrical Appliances Co., Ltd.
(“Shanghai Hitachi””) and Shanghai Senlin Electrical Appliances Co., Ltd. (“Senlin™).
The registered capital of Shanghai Hitachi and Senlin amounted to USD159,040
thousands and USD60,000 thousands respectively. On 3 March 2005, Shanghai Hitachi
entered into a business combination agreement (“the Agreement”) with Senlin, whereby
the investors of Shanghai Hitachi and Senlin agreed to inject the business undertaking
of Senlin, including all its rights and obligations, assets and liabilities, business and
employees into Shanghai Hitachi upon getting the approvals from the relevant PRC
government authorities.  Pursuant to the agreement, Senlin would be dissolved
following the completion of the business combination. Also, the registered capital of
Shanghai Hitachi would be increased from USD159,040 thousands to USD219,040
thousands with the percentage equity holdings held by the Group and HHLSI remains
unchanged at 75% and 25% respectively immediately after the business combination.
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Impact of IFRS adjustments on net profit for the year and capital and reserves

Net profit for the year Capital and reserves
2004 2003 2004 2003
RMB’000 RMB’000 RMB’000 RMB’000

As stated in accordance with

PRC accounting regulations 215,846 42 501 1,285,345 1,072,964
Difference in recognition of appropriations

to staff and worker’s bonus

and welfare fund (6,115) (7,680) - -

Difference in payroll accrual (8,316) - -
Difference in recognition

and amortisation of goodwill 7,693 7,687 12,957 9,134
Difference in unrealized

profit elimination (642) 7,144 (10,322) (9,680)
Difference in recognition of

government grant 4,863 5,600 (52,133) (56,996)
Difference in depreciation of property,

plant and equipment due to foreign

exchange differences 335 2,543 (14,052) (14,387)
Unrealised exchange gain - - 45,921 45,921
Deferred tax assets recognition (809) 467 3,467 4,276
Pre-operating expenses 4,771 (4,771) - (4,771)
Unrecognised investment losses 2,984 (2,984) - (1,518)
Difference in recognition of

interest capitalization 1,131 2,501 3,632 2,501
Others 1,049 (862) 40 352
As restated in conformity with IFRS 231,106 43,830 1,274,855 1,047,796

Note:  Certain items in the above reconciliation for the year ended 31 December 2003 have
been reclassified to conform with current year’s presentation.

The above reconciliation is for the Group’s management reference only and is not appropriate
for any other purpose.
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