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54,455,370.05

13,278,691.24

9,150,733.14

250,958,630.56

15,046,868.65

57,639,957.72

-2,842,840.04

2,393,341.16

-2,735,088.79

173,798,290.70

33,051,779.07

13,278,691

6,500,771

474,515,784

451,823,635

-694,790

694,790

694,790

-3,182,282

-1,215,050

3,182,282

2,582,688

-1,081,642

-2,596,713

-5,179,402

359,778

303,853

303,403

-1,338,621

-1,642,474

9,396,794

1,125,620

4,150

321,598

771,913

767,763

16,665

21,705,769

7,009,268

471,352,363

449,646,594

1,803,614.33

125,483.03

-2,543,108.96

-2,049,027.06

8,309,221.85

-1,518,225.09

4,127,958.10
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2003 2002
2004
(%0)
2,230,064,304.20 1,866,543,748.44 19.48 1,026,133,426.96
54,455,370.05 27,927,508.61 94.99 21,489,901.53
13,278,691.24 6,500,770.85 104.26 3,158,196.84
9,150,733.14 4,960,178.68 84.48 1,652,943.32
2004 2003 2002
(%)
1,459,790,564.17 1,444,131,172.77 1.08 1,371,258,941.62
474,515,784.21 451,823,634.67 5.02 442,636,033.83
173,798,290.70 71,713,309.53 142.35 10,438,765.67
2004 2003 2002
(%)
0.0527 0.0258 104.26 0.0125
2.798 1.439 1.359 0.713
%
1.928 1.098 0.83 0.375
%
0.6903 0.2848 142.35 0.0415
0.0527 0.0258 104.26 0.0125
0.0363 0.0197 84.26 0.0066
0.0363 0.0197 84.26 0.0066
2.838 1.454 1.384 0.712
%
1.956 1.098 0.858 0.375
%
2004 2003 2002
(%0)
1.885 1.795 5.01 1.758
1.808 1.651 9.51 1.609
9
%
52.89 53.64 0.9967 0.9967
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12.15 12.32 0.2289 0.2289

2.80 2.84 0.0527 0.0527

1.93 1.96 0.0363 0.0363

251,779,396.00 134,081,320.12 97,109,270.58 32,839,296.06 -21,749,558.35 451,823,634.67
16,664.63 8,595,464.62 3,733,008.19 13,278,691.24 31,287,614.17

8,505,464.63 8,505,464.63

251,779,396.00 134,097,984.75 105,704,735.20 36,572,394.25 -17,066,331.74 474,515,784.21
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1
1
83,328,128 83,328,128
2 19,311,992 19,311,992
3
4
102,640,120 102,640,120
1 29,087,916 29,087,916
2 120,051,360 120,051,360
3
4
149,139,276 149,139,276
251,779,396 251,779,396
2
(1)
(2
©)
1 36,767 29 A 18,595 B

18,143
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2
« ) (%)
() 0| 83328128 33.09
0 9,996,730 3.97
0 2,791,322 111
0 2,219,818 0.88
CAO ZHONG NAN 0 1,800,000 0.71
0 1,449,677 0.58
0 961,410 0.38
0 946,000 0.37
0 700,000 0.28
0 691,000 0.27

1

2 2004 7 15

83328128
2004 7 17
2005 4 11 ( 2005-001)
3
1
« )
365,330
1996 3 27
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I3.00% | 83328123 I
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4
5
B
CAO ZHONG NAN 1,800,000 | B
961,410 | B
946,000 | B
691,000 | B
496,278 | B
NAITD SECURITIES CO.,LTD 440,500 | B
430,000 | B
LIUYINGBO 395,338 | B
375,450 | B
350,000 | B
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50 2802 2005 29 4,654 4,654
48 2802 2005 29 4,654 4,654
51 2802 2005 29 4,707 4,707
53 2802 2005 29 4,232 4,232
2004
48 28 2005 29 0 0
2002
41 20 2005 29 0 0
2002
4
3 20 2005 29 0 0
2003
42 o7 2005 29 0 0
52 2304 2005 29 4,073 4,073
2002
1
5 20 2005 29 0 0
42 :23802 2005 29 4,365 4,365
550,132.00
317,022.00
317,022.00
10,000.00
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2004 6 28
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2004

2004
223006.43 36352.06 19.48%
 E— 5445.54 2652.79 94.99%
 E— 1327.87 677.79 104.26 %
_— 2.798 % 1.359%
0.0527 0.0269 104.26%
2004 () ?
()
() ()
() T - "
1
)
2004
2
(%0) (%0)
1,990,384,753.02 89.25 | 187,091,963.25 74.55
404,247,889.47 10.75 | 64,600,826.91 25.45
113,262,175.57 508 | 32,574,201.69 12.98
2,394,632,642.49 /| 251,692,790.16 /
164,568,338.29 / 734,159.60 /
2,230,064,304.20 100.00 | 250,958,630.56 100.00
©)
(%0) (%)
1,990,384,753.02 89.25 187,091,963.25 74.55
371,921,702.08 9.30 61,261,992.17 24.12
5,342,699.24 0.24 573,815.21 0.23
26,597,340.95 1.19 2,772,328.79 1.10
386,147.20 0.02 -7,309.26 0
113,262,175.57 5.08 32,574,201.69 12.98
2,394,632,642.49 / 251,692,790.16 /
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2004

164,568,338.29 / 734,159.60 /
2,230,064,304.20 100.00 250,958,630.56 100.00
(4)
(%) (%)
2,326,999,399.63 96.97 232,755,482.16 92.45
67,633,242.86 3.03 18,937,308.00 7.55
113,263,175.57 5.08 32,574,201.69 12.98
2,394,632,642.49 / 251,692,790.16 /
164,568,338.29 / 734,159.60 /
2,230,064,304.20 100.00 250,958,630.56 100.00
%)
2004 3% 36%
(6) 10%
(%)
1,990,384,753.02 1,771,728,665.21 10.99
207,353,363.79 146,617,266.50 29.29
2,197,738,116.81 1,918,345,931.71 -
(7)
(8)
2
)
13,661 87,426.00 2,875.00
1,000 3,246.00 538.00
4,274 6,513.00 542.00
341 56.00 12.00
250 168.00 3.00
200 559.00 12.00
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16

1,000 2,482.00 61.00
174 710.00 45.00
1,488 5,288.00 -110.00
355 2,873.00 -34.00
650 1,147.00 -289.00
50 1,291.00 -253.00
2003 12 2004
13 ” 13 ” 90%
2004 2005 1
2004 2004 12
3 :
1,718,992,004.44 64.83
918,665,828.48 41.19
1
2
1,459,790,564.17 | 1,444,131,172.77 | 15,659,391.40 1.08
250,958,630.56 | 196,392,319.40 | 54,566,311.16 27.78
13,278,691.24 6,500,770.85 | 6,777,920.39 104.26
33,051,779.07 183,421.29 | 32,868,357.78 17,919.60
47451578421 | 451,823,634.67 | 22,692,149.54 5.02
1 2004 1.08% 29.64%
26.07%, 29.76%
2 27.78%
©) 104.26%
(4) 17919.60%
(5) 5.02%
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1) 2004 4 21 10
2003 2003
2003 2003
2003
A
B 2004
< >
2003
2003 2004
2004-002 2004 4 23
2 2004 8 20 8
2004
3) 2004 10 20 8
7
2004
(4) 2004 12 27 2004 12 30
8 8
2004-012 2004 12 31
2004 13,278,691.24
10% 4,862,366.44 5%
3,733,098.19 4,683,226.61
-21,749,558.35 -17,066,331.74
-17,066,331.74 2004
2004
1
2 2004
2004 1327.87
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2004 4 21
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2004 10 20
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2004

2004-008
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2004

12

30
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23
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2004 12 30
229 229-251 101 473.9
3,118.40 4,504.87 4,800
2004-013 2004 12 31
(1)
()
113,262,175.57 84,865,758.66
( ) -13,400,000.00 13,400,000.00
©)
98,613,619.53 116,815,919.24
63,500,000.00 25,300,000.00
- 13,400,000.00
1
2
3
4
1
2

21
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17870

17870

17870

37 66%

50

70

50

2003

1400

15.2%

5%
5%

2003

2003
2003 10 25
2004 4

( 2004-006)

22
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8.88%
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2004
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»)2004

2004
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2004 12 31

51
5.2
53

5.4
55
5.6

5.7
5.8

59
5.10

511

5.12

5.13
5.14

208,479,321.72
18,848,431.35
64,970,572.19

124,214,674.52
25,517,953.37
20,534,496.24

579,163,824.80
1,719,352.48

1,043,448,626.67
42,924,804.84
42,924,804.84
494,412,786.30
158,376,690.35
336,036,095.95
7,523,229.57
328,512,866.38
24,775.00
9,692,512.53
338,230,153.91

17,487,059.60
17,699,919.15

35,186,978.75

1,459,790,564.17

175,427,542.65
16,510,592.40
28,000,000.00

165,453,179.59
101,264,192.46
7,551,771.15

568,225,262.49
2,312,431.57
1,000.00
1,064,745,972.31
61,005,443.42
2,360.00
61,007,803.42
402,411,329.32
142,436,108.36
259,975,220.96
3,379,442.19
256,595,778.77
11,686,810.27

268,282,589.04

16,364,405.41
33,730,402.59

50,094,808.00

1,444,131,172.77

91,211,544.14

63,500,000.00

100,215,883.01

118,628,374.39

1,278,791.55

10,672,744.41

385,507,337.50
174,172,372.66
174,172,372.66
143,677,964.62
30,639,902.93
113,038,061.69
5,358,171.72
107,679,889.97

1,913,372.34

109,593,262.31

669,272,972.47

35,385,131.87

25,300,000.00

115,912,286.70

139,391,651.67

2,443,841.82

9,965,642.44

328,398,554.50

191,070,292.60
2,360.00
191,072,652.60

140,862,153.51
27,077,085.03
113,785,068.48
2,367,410.19
111,417,658.29
7,075,730.35

118,493,388.64

637,964,595.74

515
5.16
517
5.18

5.19
5.20
5.21
5.22
5.23

5.24
5.25
5.26

5.27

683,430,000.00
2,590,892.50
64,670,684.56
43,133,899.73
180,566.95
1,556,585.95
1,383,467.80
(7,918,654.90)
405,127.04
69,285,169.67
1,686,588.95

860,404,328.25

32,370.75

32,370.75

860,436,699.00
124,838,080.96

251,779,396.00

251,779,396.00
134,097,984.75
105,704,735.20

36,572,394.25
(17,066,331.74)

474,515,784.21
1,459,790,564.17

684,400,000.00
5,971,797.00
80,999,716.12
72,750,036.79
131,319.31
780,617.60
1,836,636.89
(11,500,272.99)
473,450.55
43,552,899.26
1,887,592.72

881,283,793.25

32,370.75

32,370.75

881,316,164.00
110,991,374.10

251,779,396.00

251,779,396.00
134,081,320.12
97,109,270.58
32,839,296.06
(21,749,558.35)
9,396,793.68

451,823,634.67
1,444,131,172.77

140,800,000.00
63,240.00
4,655,048.32
722,470.68

21,480.16

(452,690.77)
221.69
52,911,941.11

198,721,711.19

198,721,711.19

251,779,396.00

251,779,396.00
134,097,984.75
62,967,595.39
21,834,654.02
21,706,285.14

470,551,261.28
669,272,972.47

114,790,000.00
107,883.00
4,383,024.19
1,200,454.11

21,480.16
(11,040,397.77)
868.96
69,599,733.57
169,000.00

179,232,046.22

179,232,046.22

251,779,396.00

251,779,396.00
134,081,320.12
61,197,288.32
21,244,551.66
11,674,545.08

458,732,549.52
637,964,595.74




2004

5.28
5.29

5.30

531

5.32
5.33
5.34
5.35

2,230,064,304.20
1,947,308,870.76
31,796,802.88
250,958,630.56
15,046,868.65
74,847,800.83
99,992,820.08
33,524,920.58
57,639,957.72
(2,842,840.04)
2,393,341.16
3,265,665.90
6,000,754.69
54,455,370.05
13,921,344.31
17,858,540.82
(9,396,793.68)
13,278,691.24
(21,749,558.35)

(8,470,867.11)
4,862,366.44
3,733,098.19

(17,066,331.74)

(17,066,331.74)

1,866,543,748.44
1,645,178,873.59
24,972,555.45
196,392,319.40
16,628,036.78
60,130,293.09
92,415,768.08
36,470,679.40
24,003,615.61
524,394.54
2,855,118.09
3,273,651.86
2,729,271.49
27,927,508.61
12,805,359.04
10,503,913.04
1,882,534.32
6,500,770.85
(21,078,435.42)

(14,577,664.57)
4,197,348.59
2,974,545.19

(21,749,558.35)

(21,749,558.35)

180,172,327.52
145,654,814.20

34,517,513.32
6,489,389.99
1,979,053.53
18,560,772.44
6,262,063.23
14,205,014.11
1,285,333.07

3,688,300.05
11,802,047.13

11,802,047.13
11,674,545.08

23,476,592.21
1,180,204.71
590,102.36

21,706,285.14

21,706,285.14

144,717,434.41
126,336,002.49

18,381,431.92
8,241,852.13
1,881,166.43
21,709,859.53
9,300,884.32
(6,277,626.23)
17,691,023.44

387,761.29

2,006,237.13
9,794,921.37

9,794,921.37
3,348,861.92

13,143,783.29
979,492.14
489,746.07

11,674,545.08

11,674,545.08




2004

2,575,702,393.43
16,430,791.76

46,913,732.57
2,639,046,917.76
2,215,523,488.12
76,361,245.57
92,069,829.01

81,294,064.36
2,465,248,627.06
173,798,290.70

22,268,642.56
871,183.18
721,595.88

23,861,421.62
95,531,781.32
15,062,957.56

179,627,565.63
12,124,153.74

23,873,935.83
215,625,655.20
163,200,282.19
18,362,364.02
1,213,172.03

21,532,194.74
204,308,012.98
11,317,642.22

11,494,387.75
15,147,457.20
241,236.02

26,883,080.97
1,473,377.15
450,000.00

110,594,738.88
(86,733,317.26)

2,850,000.00
2,850,000.00
982,330,000.00

985,180,000.00
994,800,000.00
44,307,764.74
22,189,289.17

1,039,107,764.74
(53,927,764.74)
(85,429.63)

33,051,779.07

1,923,377.15
24,959,703.82

166,000,000.00

166,000,000.00
139,990,000.00
6,375,526.08

146,365,526.08
19,634,473.92
(85,407.69)

55,826,412.27

13,278,691.24
17,858,540.82
(9,396,793.68)
3,134,546.20
20,700,462.09
690,679.21
6,738,575.57
593,079.09
(38,501.29)
534,454.76
731,856.47
36,101,634.67
(907,350.58)

14,001,040.52
59,056,234.66
(8,072,446.41)

173,798,290.70

208,479,321.72
175,427,542.65

33,051,779.07

11,802,047.13

(2,910,359.51)
4,022,548.66

15,942.94
682,812.10
6,460,933.77
(1,285,333.07)

(980,467.47)
(4,357,247.09)
(2,133,235.24)

11,317,642.22

91,211,544.14
35,385,131.87

55,826,412.27




2004

41,969,507.21
27,826,457.30
14,143,049.91
156,798.19
156,798.19

11,740,510.26
4,321,874.43
3,661,697.05
1,831,118.11
1,921,440.05
4,380.62
2,865,966.31
2,865,966.31

3,379,442.19

3,375,162.55

4,279.64

2,588,032.87

(12,693,369.56)
(4,366,160.00)
(8,327,209.56)

3,727,719.75
3,727,719.75

6,990,048.76
273,365.50
1,222,686.63
5,365,431.86
129,723.74
(1,158.97)
22,470.87
22,470.87
4,180,398.78
2,990,761.53
1,189,637.25

24,102.00

36,518.00

644,295.07
301,521.45
342,773.62

194,365.80
(10,126.77)
1,137.03

203,355.54

2,454,715.31
2,454,715.31

36,611.40

36,611.40

644,295.07
301,521.45
342,773.62

194,365.80
(10,126.77)
1,137.03

203,355.54

2,454,715.31
2,454,715.31

36,611.40

36,611.40

36,518.00

28,631,842.58
23,158,775.85
5,473,066.73
3,884,517.94
3,884,517.94

18,536,193.22
4,605,366.70
4,883,246.65
7,196,549.97
1,847,808.25
3,221.65
433,721.87
433,721.87
7,523,229.57
2,990,761.53
4,528,188.40
4,279.64

2,575,616.87
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2004




2004

A El E2 F1 Gl F2 G2 F3 G3 F4 )G4 F5 ( G5)
600612 2004 12 31 2003 12 31 9,861 11,682 16,559 18,380
2004 12 31 2003 12 31 6,350 2,530 7,850 4,030
2004 12 31 2003 12 31 1,340 1,340




21

2.2

2.3

2.4

2.5

2.6

2004

25,177.94

1992

")

019009

1295



2.7

271
2.7.2
2.8
281
1
1--2
2--3
3
2.8.2
29
291
292
2.10
2101
20% 20%

5%
10%
50%

100%

20%



2.10.2

2.10.3

21
2111

211.2

2.12
2121

2122

2.13
2131

20-40

10

35

2,000

10%

2.25%--4.5%
9%
18%
18%

20%--33.3%



2132

214

2.15

2

2.16

217
2171

2172

2173

2.18

©)

1)



2.19
2191

2.19.2

2.193

31

3.2
5%

3.3
1%--7%

34

35
3%

15%

17%



355
1,488
1,000
4,274

650

50

243

200

usb21

250
1,000

13,661
50

@CXJ\IO’)U'I-&(AJI\)I—“

e e el
w N kP o

“ ”

90%

2005

2004
12

2003

)

1

337.25
1,488
700
3,205.50
650

45
341.28
180
usD10.71
250
1,000
6,890

45

2004

2004
2004

95%
100%
70%
75%
97.5%
90%
100%
90%
51%
90.2%
97.55%
50.44%
90%



51

52

53

()

()

208,089.95

3,191,659.42 26,417,694.41
180,777,662.38

1,075,874.98

208,479,321.72

153,550.11

20,102,734.50
147,896,313.31
7,274,944.73
175,427,542.65

21,732,949.29  3,884,517.94 17,848,431.35 15,667,390.59
1,000,000.00 - 1,000,000.00 _1,000,000.00

156,798.19 15,510,592.40

1,000,000.00

22,732,949.29  3,884517.94 18,.848431.35 16,667,390.59

36

64,520,572.19
450,000.00
64,970,572.19

63,500,000
5% 5%
13

156,798.19 16,510,592.40

28,000,000.00

28,000,000.00

33,000,000



54

-10-

5.4.1
1 128,591,206.18 6,429,560.27 122,161,645.91 154,524,624.02  79.95% 7,779,661.98 146,744,962.04
1-2 2,045,950.42 311,646.53 1,734,303.89 19,547,076.64 10.11% 1,954,707.66 17,592,368.98
2-3 739,860.78 421,136.06 318,724.72 2,231,697.15 1.16% 1,115,848.58 1,115,848.57
3 15,996,432.99 15,996,432.99 - 16,976,239.08 8.78% 16,976,239.08 -
147,373,450.37 23,158,775.85 124,214,674.52 193,279,636.89 100% 27,826,457.30 165,453,179.59
5%(  5%)
104,446,253.16 71%
5.4.2

1 105,162,468.00 5,258,123.39 99,904,344.61 104,495,985.76 84.39% 5,224,799.29 99,271,186.47
1-2 346,153.78 34,615.38 311,538.40 18,266,813.17 14.75% 1,826,681.32 16,440,131.85
2-3 - - - 401,936.75 0.33% 200,968.37 200,968.38

3 558,584.90 558,584.90 - 654,563.19 0.53% 654,563.19 -
106,067,206.68 5,851,323.67 100,215,883.01 123,819,298.87 100% 7,907,012.17 115,912,286.70

5%(  5%)
103,608,823.28 98 %
55
55.1

1 23,221,621.10 1,161,081.04 22,060,540.06 54,875,984.64 47.55% 5,667,449.62 49,208,535.02
1-2 4,628,356.92 1,782,276.56 2,846,080.36 56,592,478.72 49.04% 5,659,247.86 50,933,230.86
2-3 1,222,665.93 611,332.98 611,332.95 2,254,853.17 1.95% 1,132,426.59 1,122,426.58

3 1,918,376.15 1,918,376.15 - 1,683,925.84 1.46% 1,683,925.84 -
30,991,020.10 5,473,066.73 25,517,953.37 115,407,242.37 100%  14,143,049.91 101,264,192.46

5%(  5%)
75%
20,075,297.04 65%



1-2
2-3

56

57

552

124,737,41883  97.32%  6,236,870.94

104,097,754.43 68.00%

118,500,547.89 8,128,538.12
2,705,028.19 211% 2,698,276.89 6,751.30 48,247,150.40 31.52% 4,824,715.04
242,150.40 0.19% 121,075.20 121,075.20 - - -
484,107.67 0.38% 484,107.67 - 729,977.57 0.48% 729,977.57
128,168,705.09 100%  9,540,330.70 118,628,374.39 153,074,882.40 100% 13,683,230.73
5%(  5%)

84,104,840.76 66%
18,754,131.37 91.34% 6,855,068.94 90.78%
1,384,261.69 6.74% 642,806.04 8.51%
89,243.40 0.43% 38,582.94 0.51%
306,859.78 1.49% 15,313.23 0.20%
20,534,496.24 100% 7,551,771.15 100%

5%(  5%)
17
1

137,923,936.34 4,883,246.65 133,040,689.69 192,038,155.21 3,666,077.67 188,372,077.54
88,273,552.26 7,196,549.97 81,077,002.29 70,229,905.13 1,831,118.09 68,398,787.04
353,877,481.58 6,453,174.95 347,424,306.63 295,041,993.88 6,243,314.50 288,798,679.38
17,239,264.64 - 17,239,264.64 22,363,061.95 - 22,363,061.95
58,948.34 - 58,948.34 27,857.49 - 27,857.49
326,834.86 3,221.65 323,613.21 264,799.09 - 264,799.09
597,700,018.02 18,536,193.22 579,163,824.80 579,965,772.75  11,740,510.26 568,225,262.49

-11 -

95,969,216.31
43,422,435.36

139,391,651.67



58

96,181.51

36,552.12
1,147,366.82 1,878,116.85
42,573.00 21,786.00
492,860.54 316,347.21
1,719,352.48 2,312,431.57
59
591
4214,368.44  411,251.00 3,803,117.44 7,719,568.44 411,251.00 7,308,317.44
3584641931 2247087 3582394844 5183239647 245471531  49,377,681.16
3,297,738.96 3,207,738.96 4,310,444.82 4,310,444.82
4335852671 43372187 4292480484  63,871,409.73 286596631  61,00544342
@

1619426  <5% 2,000,000.00

1,000,000 <5% 1,080,000.00 411,251.00
712,613  <5% 580,000.00 -

143,000 <5% 419,991.00

50,000 <5% 107,850.00

1500 <5% 15,411.00
1,620 <5% 11,116.44 - -
4,214,368.44 411,251.00

-12 -




@)

<5% 15,880,000.00
<5% 10,000,000.00
90% 241,399.76
48% 2,418,519.46
25% 1,087,998.36 -
15% 1,500,000.00 -
- 1,500,000.00 -
<5% 1,489,950.00 -
20% 600,000.00 -
50% 515,435.93 -
<5% 300,000.00 -
<5% 213,749.18 -
10% 99,366.62 22,470.87
35,846,419.31 22.470.87
90% 2006 1
2004
©)]
10 (1,303664.23)  (1,162433.92)  (1,162,433.92)
10 378,405.26 378,405.26 378,405.26
10 416,680.93 166,672.34 4166810  125004.24
10 2,427,207.05 970,882.74 970,882.74
10 7,931,836.80 3,965,918.40 79318368 317273472
9,850,465.81 4,319,444.82 1,021,70586  3,297,738.96
59.2
2,606,527.44 2,606,527.44 6,111,727.44 6,111,727.44
145,685,845.22 145,685,845.22 159,078,565.16 - 159,078,565.16
25,880,000.00 25,880,000.00 28,334,715.31 2,454,715.31 25,880,000.00
171,565,845.22 171,565,845.22 187,413,280.47 2,454,715.31 184,958,565.16
174,172,372.66 174,172,372.66 193,525,007.91 2,454,715.31 191,070,292.60

-13-



@

()

2,000,000.00

1,619,426 <5%
712,613 <5% 580,000.00
1,500 <5% 15,411.00
1,620 <5% 11,116.44
2,606,527.44
)

95% 6,857,583.18 - -

100% 18527,978.75  125,004.24 -

70% 8,571,176.17 - -

75% 49,773,807.34 - -

90% 213,465.73 - -

90% (3,654,793.39) - -

100% (8,876,600.13) - -

90% 2,067,247.64 - -

51% 2,621,522.18 - -

80% 1,236,436.04 - -

95% 17,569,482.58 - -

29.94% 50,537,139.37  1,883,379.56 -

90% 241,399.76 - -

<5% 15,880,000.00 - -

<5% 10,000,000.00 - -

171,565,845.22  2,008,383.80 -

5.10

200000 36000 _ - _ - 200000 36000 _ - = _ -

-14-




51

239,320,620.13  134,400,032.83 9,401,187.78 19,289,488.58 - 402,411,329.32
79,696,071.68 4,609,167.87 2,606,088.52 2,201,343.97 1322821891  102,340,890.95
1,867,577.86 5,998,621.92 1,825,660.54 647.573.65 - 10,339,433.97
31714911395  133010578.78 10,181,615.76 20,843,258.90 1322821891  494,412,786.30
4229662712  82,190,501.76 6,899,433.81 11,049,545.67 - 142,436,108.36
6,531,355.74 8,533,871.16 712,352.57 1,838,494.60 354470936  21,160,783.43
428.727.91 2,998,339.61 1,399,224.20 393.900.72 - 5,220,201.44
4839925495  87,726,033.31 6,212,562.18 12,494,130.55 354470936  158,376,690.35
197,02399301  52,209,531.07 2,501,753.97 8,239,942.91 - 259,975,220.96
268,749,859.00  45.284,545.47 3,969,053.58 8,349,128.35 968350955  336,036,095.95
- 3,375,162.55 - 4,279.64 - 3,379,442.19
i) 2,990,761.53 1,153,025.85 - - - 4,143787.38
2,990,761.53 4,528,188.40 - 4,279.64 - 7,523,229.57
197,023.99301  48,834,368.52 2,501,753.97 8,235,663.27 - 256,595,778.77
265759,097.47  40,756,357.07 3,969,053.58 8344,848.71 968350955  328,512,866.38
85,920,900.84
19,157 12,080
39,999,075.75
512
505,286.74 - 50528674 184573671 - 184573671
- - - 2456014.28 - 2456014.28
126361981 1028589.81 23503000 148651981  1,028589.81 457,930.00
345,005.00 - 34500500  1,208,912.42 - 1,208,912.42
248,547.00 - 248,547.00 248,547.00 - 248,547.00
- - - 902,009.26 - 902,009.26
- - - 682,812.10 - 682,812.10
329,077.83 - 329,077.83 432,167.50 - 432,167.50
6,962,321.03 - 6,962,321.03  2,880,000.00 - 2,880,000.00
261427199 154702706 106724493 204212406 1,559,443.06 482,681.00
1226812940 257561687 9,69251253 14,274,84314 258803287  11,686,810.27
91,454,296.22 85,920,900.84
7,540,109.12

-15-
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19,584,737.56

1,924,130.38

16,294,467.17 69,938.24 16,364,405.41
16,294,467.17 69,938.24 16,364,405.41
- 1,813,333.40 1,813,333.40
223,253.77 - 223,253.77
254,932.68 212,492.76 467,425.44
IC ) - - - - -
478,186.45 212,492.76 690,679.21
15,816,280.72 1,670,778.88 17,487,059.60
15,816,280.72 1,670.778.88 17,487,059.60
514

24,345,309.20 20008546 472053670 122548664 313998450 3373040259
919,693.88 919,693.88
698323801 4376856 - - - - 7,027,006.57
580440076 87592532 7529832  2,165812.80 22931580 77240875  9,923,170.75
12,787,647.77 91969388 7529832 216581280 22931580 77240875 16950177.32
11,557,661.43 - 22378714 255472390 996170.84 236757584 17.699.919.15

48%

-16 -



5.15

19,157

7,700

5.16

517

518

519

12,080

15,751

39%

405,120,000.00
120,800,000.00
157,510,000.00

683,430,000.00

7,051

1,000

2,000,000.00
590,892.50
2,590,892.50

5% 5%

64,670,684.56

5% (  5%)

43,133,899.73

5% ( 5%)

-17 -

1,383,467.80

59,500,000.00
623,900,000.00
1,000,000.00

684,400,000.00

5,050,000.00
921,797.00
5,971,797.00

80,999,716.12

72,750,036.79

1,836,636.89




5.20

521

522

523

59%

135,243.40
(11,610,344.75)
1,870,570.32
447,625.94
939,429.08
298,821.11

(7,918,654.90)

287,827.35
43,648.95
4,646.11
38,023.69
946.12
30,034.82
405,127.04

69,285,169.67

5% 5%

719,094.92
967,494.03

1,686,588.95

-18-

342,576.63
(19,552,726.52)
2,501,414.65
484,655.74
4,619,983.95
103,822.56

(11,500,272.99)

331,419.69
48,488.27
5,204.73
56,194.10
32,143.76
473,450.55

43,552,899.26

954,366.73
793,225.99
40,000.00
100,000.00
1,887,592.72



524

525

5.26

527

83,328,128
190,311,992
102,640,120

29,087,916
120,051,360
149,139,276
251,779,396

57,076,598.03
2,880,568.18
74,140,818.54
134,097,984.75

69,132,340.95
36.572,394.25
105,704,735.20

8,595,464.63

(21,749,558.35)
13,278,691.24
(8,470,867.11)

8,595.464.63

(17,066,331.74)

-19-

83,328,128
19,311,992
102,640,120

29,087,916
120,051,360
149,139,276
251,779,396

57,076,598.03

2,863,903.55
74,140,818.54
134,081,320.12

64,269,974.52
32,839,296.06
97,109,270.58

(21,078,435.42)
6,500,770.85
(14,577,664.57)
7.171,893.78

(21,749,558.35)




5.28

529

5281

5.28.2

5291

5.29.2

-20-

199,039
20,735
24
2,660
534

__ 14
223,006

216,243

5,278
_ 1485
223,006

18,017

177,173
14,662
37
2,382
477

165,198
17,467
274
2,336
505

14472

148,513
12,726
410
2,005

516

164,518




5.30

44,500,599.24 44,340,062.01 160,537.23 39,157,833.59 37,338,157.12 1,819,676.47
9,517,269.21 915,937.95 8,601,331.26 10,771,458.72 1,329,484.72 9,441,974.00
2,561,891.52 1,410,608.77 1,151,282.75 2,533,530.11 1,550,199.25 983,330.86
3,958,165.70 305,704.59 3,652,461.11 4,647,870.33 629,574.07 4,018,296.26
1,113,456.61 1,170,840.19 (57,383.58)
5,548,355.42 4,067,099.12 1,481,256.30 4,167,333.93 3,745,191.16 422,142.77
66,086,281.09 51,039,412.44 15,046,868.65 62,391,483.29 45,763,446.51 16,628,036.78
5.31
33,901,451.33 37,688,377.43
1,379,257.75 1,766,852.51
32,522,193.58 35,921,524.92
67,295.03 38,667.01
935,431.97 510,487.47
33,524,920.58 36,470,679.40
5.32
5.32.1

/ (166,508.39) 28,102.08
722,149.35 27,195.00
- 13,197.00
280,308.10 546,850.33

17,875.40 -
53,526.12 (90,949.87)

/ (3.750,190.62) -
2,842,840.04 524,394.54

5.32.2
(1,483,395.72) (755,233.70)
2,771,468.35 17,612,597.05
- 793,268.09
- 40,392.00
/ (5,614.96) -

2,875.40 -

1,285,333.07 17,691,023.44
93%

-21-
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534

535

5.36

I

12

75,600.00
14,840.00
2,302,901.16
2,393,341.16

316,730.02
2,764,533.79
172,367.91
12,034.18
3,265,665.90

900,229.15
29,440.18
682,812.10
72,000.00
4,167,982.78
148,290.48
6,000,754.69

8,076,719.83
(2,543,108.96)
232,502.02
125,483.03
1,803,614.33
2,843,200.45
(4,892,227.51)

(1,518,225.09)
4,127,958.10

-22-

201,600.00
773,600.00
1,879,918.09
2,855,118.09

486,423.42
1,622,671.77
1,164,556.67
3,273,651.86

3,084,143.35
17,856.95
225,000.00
(781,976.18)
184,247.37
2,729,271.49

546,850.33
1,815,093.91
2,499,590.77

(2,676,424.43)

(644,518.41)
1,540,592.17




6.1

6.11

6.1.2

33.09%

365,330
355
1,488
1,000
4,274
650
50
243
200
usb21
250
1,000
13,661
50

-23-

365,330

355
1,488
1,000
4,274

650

50

243

200

usD21

250
1,000

13,661
50



6.1.3 ( )
1)
_ % . % - %
8332  33.09 - - 8332  33.09
355 95 - - 355 95
1,488 100 - - 1,488 100
700 70 - - 700 70
4,274 75 - - 4,274 75
585 ey - - 585 ey
45 ey - - 45 90
34 100 - - 34 100
180 ey - - 180 ey
89 51 - - 89 51
200 80 - - 200 80
950 95 - - 950 95
6,097  50.44 - - 6,097  50.44
- - 45 90 45 ey
6.2
6.2.1
6.3
113,262,17557  84,865,758.66
i« ) (13,400,000.00) 13,400,000.00
6.4
98,613,619.53 116,815,919.24
63,500,000.00 25,300,000.00
- 13,400,000.00
6.5
2004 59.94 2003
50.55 2004
9 2003 9 9 2003 9

-24-



10

2004

6.32%

2004 12

2005

31

1

2005

4

4,800

83,328,128

22

2002

-25.-

2004

15.2%

229

7 15

33.09%

2003



12.

2004

I(

)

I

2004 2003 2004 2003
21,705,769 7000268 471,352,363 449,646,594
694,790 (694,790) - (694,790)
3,182,282 1,215,050 - (3,182,282)
(2,582,689) 1,081,642 2,596,713 5,179,402
- (359,778) - -
(9,396,794)  (1,125,620) - -
(4,150) (321,598) (771,913) (767,763)
(303,853) (303,403) 1,338,621 1,642,474
(16.665) - - -
13,278,691 6500771 474515784 451,823,635

-26 -




CHINA FIRST PENCIL CO., LTD.

(established in the People’ s Republic of China with limited
liability)

Financial Statements
For the year ended 31 December 2004



Togather with
Independent Auditor’ s Report



AUDITORS  REPORT

TO THE SHAREHOLDERS OF CHINA FIRST PENCIL CO., LTD.
(established in the People’ s Republic of China with limited liability)

We have audited the accompanying consolidated balance sheet of China First Pencil
Co., Ltd. (“ the Company” ) and its subsidiaries (“ the Group” ) as at 31 December
2004 and the related consolidated statements of income, cash flows and changes in
shareholder’ s equity for the year then ended. These financial statements set out
on pages 2 to 34 are the responsibility of the Group’ s management. Our responsibility
is to express an opinion on these 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 the management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Group as of 31 December 2004 and the results
of its operations and its cash flows for the year then ended, in accordance with
International Financial Reporting Standards.



BDO International, Shanghai Zhonghua
Certified Public Accountants

Shanghai, People’ s Republic of China

22 April 2005



CHINA FIRST PENCIL CO., LTD.

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2004

Turnover

Cost of sales

Gross profit

Other revenue

Selling expenses

Administrative expenses

Profit from operations

Finance costs

Gain/(loss) from investments in securities

Gain/(Loss) on disposal of subsidiaries

Gain on disposal of associates

Share of profits of associates

Profit before taxation

Taxation

Profit after taxation

Minority interests

Notes

4

9(a)

2004 2003

RMB RMB
2,198,267,501 1,841,571,193
(1,947,308,87  (1,643,462,036
1) )
250,958,630 198,109,157
14,776,808 20,552,200
(74,847,801) (60,130,293)
(97,750,929) (97,188,244)
93,136,708 61,342,820
(33,524,921) (36,470,679)
(3,194,550) 68,495
243,162 (172,372)
- 4,096,850
53,526 81,422
56,713,925 28,946,536
(13,917,194) (12,483,761)
42,796,731 16,462,775
(21,090,962) (9,453,508)




Net profit for the year 21,705,769 7,009,267

Earnings per share
Basic and diluted 10 0.086 0.028

The accompanying notes form an integral part of these consolidated financial

statements.



CHINA FIRST PENCIL CO., LTD.

CONSOL IDATED BALANCE SHEET

AS AT 31 DECEMBER 2004

Non-current assets

Property, plant and equipment
Investment properties
Construction in progress
Intangible assets

Interests in associates
Investments in securities
Deferred taxation

Goodwill

Negative goodwill

Current assets

Inventories

Bills receivable

Accounts receivable

Other receivables and prepayments
Investments in securities

Cash and bank balances

Current liabilities

Bank and other loans

Bills payable

Accounts payable

Advances from customers
Other payables and accruals
Taxation

Dividends payable to minority shareholders

Net current assets

Minority interests

Net assets

Capital and reserves
Share capital

Share premium
Reserves

Accumulated losses

Notes

11
12
13

14
15(a)
16

17
18

19

25(a)

15(b)

20

9(b)

21
22
23

2004 2003

RMB RMB
305,322,285 246,794,176
51,560,694 52,812,286
9,717,288 11,686,810
1,670,779 -
5,758,913 27,836,233
36,120,548 39,603,663
771,913 767,763
1,959,118 3,839,405
- (1,162,434)
412,881,538 382,177,902
579,163,825 568,225,262
64,970,572 28,000,000
124,214,675 154,701,642
57,129,751 130,681,122
18,848,431 16,511,592
208,479,322 175,427,543
1,052,806,576 1,073,547,161
683,430,000 684,400,000
2,590,893 5,971,797
64,670,685 80,999,716
43,133,900 72,750,037
75,898,669 50,290,720
939,429 4,619,984
1,383,468 1,836,637
“““ 872,047,044 900,868,891
“““ 180,759,832 172,678,270
“““ 122,288,707 105,209,578
471,352,363 449,646,594
251,779,396 251,779,396
126,398,996 126,398,996
115,674,577 107,079,113
(22,500, 606) (35,610,911)




471,352,363 449,646,594

On behalf of the Board

Director Director

The accompanying notes form an integral part of these consolidated financial statements.



CHINA FIRST PENCIL CO., LTD.

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2004

Operating activities

Cash generated from operations
Interest paid

Income tax paid

Net cash inflow from operating activities

Investing activities
Proceeds from disposal of property,

plant and equipment
Purchases of property, plant and equipment
Payments for construction in progress
Proceeds from disposal of held-to-maturity
securities
Purchases of available-for-sale investments
Purchases of trading investments
Proceeds on disposal of subsidiaries

Proceeds on disposal of trading investments
(Increase)/decrease in deposits with banks
Dividends received

Net cash inflow/(outflow) from investing
activities

Financing activities
New bank and other loans raised
Repayment of bank and other loans

Capital contribution from minority
shareholders
Dividends paid to minority shareholders

-6 -

Notes

Q)

2004 2003

RMB RMB
201,802,908 81,389,498
(17,601,899)  (9,076,187)
(36,470,679
(32,522,194) )
151,678,81 35,842,632
721,596 34,662,115
(89,998,386)  (19,091,762)
(5,533,395)  (8.248.765)
3,540 20,552
- (2,450,000)
(15,062,958)  (9,345,733)

1,350,00 -

0
21,699,286 3,564,258
- 10,777,300
88,000 1,506, 356
(86,732,317) 11,394,321
982,330,000 976,790,000
(994,800,000) (1,005,490, 00
0)
2,850,00 940,000
0

(22,189,289)  (8,415,443)




Net cash (outflow) from financing activities
(31,809,289)  (36,175,443)

Increase in cash and cash equivalents 33,137,209 11,061,510
Effect of exchange rate on cash and cash (85,430) (100,788)
equivalents

Cash and cash equivalents at beginning of year 175,427,543 164,466,821
Cash and cash equivalents at end of year (i) 208,479,322 175,427,543

The accompanying notes form an integral part of these consolidated financial

statements.



Notes:

Q)

CHINA FIRST PENCIL CO., LTD

CONSOLIDATED CASH FLOW STATEMENT-Continued
FOR THE YEAR ENDED 31 DECEMBER 2004

Reconciliation of profit before taxation to net cash generated from operations:

Profit before taxation

Adjustment for:

Share of results of associates

Impairment loss on property, plant and equipment

Depreciation

Dividend income

Interest income

Interest expense

Amortisation of goodwill

Loss on disposal of property, plant and equipment

Loss on disposal of subsidiaries

Loss on disposal of associates

(Profit)/loss on disposal of

securities

Write off of construction in progress

Impairment loss on construction in progress

(Write back of)/provision for impairment loss
on investments in securities

investments in

Provision for unrealised loss on trading
investments

Changes in working capital

Decrease/(increase) in amounts due from

associates
Decrease/(increase) in inventories

Increase in bills receivables

2004 2003
RMB RMB
56,713,926 28,946,536

(53,526) (81,422)
4,180,39
( (590, 258)
)
20,700,462 28,584,711
(17,875) (15,000)
(1,379,258)  (1,807,245)
33,901,451 34,703,827
576,623 632,939
534,455 1,452,621
(243,162) 172,372
- (4,096,850)
(555,641) (793,268)
731,856 11,191,609
24,102 (285,447)
3,727,720 (1,952,909)
- 18,093
110,480,734 96,080,309
8,499,143 10,751,538
(138,045,51
14,001,041
%
(36,970,572
(19,350,000
) )



Decrease in accounts receivable 26,343,177 34,021,054

Increase in other receivables and prepayments 73,551,371 24,068,550
(Decrease)/increase in bills payable (3,380,904) (196,769)
Decrease in accounts payable (16,329,031

) 22,098,553

Increase/(decrease) in advances from customers,

25,607,949 51,961,777
other payables and accruals

Cash generated from operations 201,802,908 81,389,498

The accompanying notes form an integral part of these consolidated financial
statements.



Notes:

(i)

CHINA FIRST PENCIL CO., LTD.

CONSOLIDATED CASH FLOW STATEMENT-Continued

FOR THE YEAR ENDED 31 DECEMBER 2004

Cash and cash equivalents

Cash and cash equivalents represent short-term highly liquid investments which
are readily convertible into known amounts of cash. Cash and cash equivalents
included in the consolidated cash flow statement comprise the following balance

sheet amounts:

2004 2003
RMB RMB
Deposits with banks - -
Cash and bank balances 208,479,322 175,427,543
208,479,322 175,427,543
Less:
over three months - -
208,479,322 175,427,543

- 10 -




The accompanying notes form an integral part of these consolidated financial
statements.

CHINA FIRST PENCIL CO., LTD.

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2004

Retained
profits/
Share Share (accumulated
capital Premium Reserves losses) Total
RMB RMB RMB RMB RMB

Balance at 31 December 251,779,39 126,398,996 99,907,219 (35,448,284 442,637,327

2002 6 )

Net profit for 2003 - - - 7,009,267 7,009,267
Appropriation to - - 7,171,894 (7,171,894) -
reserves

Balance at 31 December 251,779,39 107,079,11 (35,610,911

2003 6 126,398,996 3 ) 449,646,594
Net profit for 2004 - - - 21,705,769 21,705,769

- 11 -



Appropriation to - - 8,595,464 (8,595,464) -
reserves

Balance at 31 December 251,779,39 115,674,57 (22,500,606
2004 6 126,398,996 7 ) 471,352,363

The accompanying notes form an integral part of these consolidated financial
statements.

- 12 -



CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

CORPORATE INFORMATION

The Company was incorporated on 28 April 1992 in the People’ s Republic of
China (* PRC” ) as part of a restructuring exercise of its predecessor, Shanghai
China Pencil Factory which was under the supervision of the Shanghai Light
Industry Bureau. The Company was formed as a joint stock limited company and
received approval to issue A and B shares on the Shanghai Stock Exchange.
The Company’ s A and B shares were listed on the Shanghai Stock Exchange on
14 August 1992 and 28 July 1992 respectively.

The registered office of the Company is located at No. 1295, Chuan Qiao Road,
Jingiao Export Processing Zone, Pu Dong, Shanghai, PRC.

The Company’ s major shareholder is Shanghai Light Industry (Holding) Company
(“ SLI” ) which is responsible for the operation and management of state-owned
assets authorized by Shanghai Municipal State-owned Assets Administration,
industrial investment and domestic trade.

The principal activities of the Company are the manufacturing and distribution
of pencils, related stationeries, cosmetic pencils and pencil spare parts.
The Company’ s principal subsidiaries and principal associates are shown in
Note 24 and 14 respectively. All the operating assets of the Company and its
subsidiaries (“ the Group” ) are located in the PRC.

ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

PRINCIPAL ACCOUNTING POLICIES

The financial statements of the Group have been prepared in accordance with
International Financial Reporting Standards(IFRS). The Group also prepares
a set of financial statements, which comply with PRC accounting regulations.
A reconciliation of the Group’ s results and shareholders’ equity under IPRS
and PRC accounting regulations is presented in Note 32.

(a) Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and enterprises controlled by the Company

(its subsidiaries) made up to 31 December each year. Control is
achieved where the Company has the power to govern the financial and

-13-



CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

operating policies of an investee enterprise so as to obtain benefits
from its activities.

On acquisition, the assets and liabilities of the relevant subsidiaries
are measured at their fair values at the date of acquisition. The
interest of minority shareholders is stated at the minority’ s proportion
of the fair values of the assets and liabilities recognised.

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

3. PRINCIPAL ACCOUNTING POLICIES — Continued

@

©)

Basis of consolidation - Continued

All significant inter-company transactions, balances and unrealized
surpluses and deficits on transactions among group enterprises are
eliminated on consolidation.

Minority interests represent the interests of outside shareholders
in the operating results and net assets of subsidiaries.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation. The cost of an asset comprises its purchase price and
any directly attributable costs of bringing the asset to its present
working condition and location for its intended use. Expenditure
incurred after assets have been put into operation, such as repairs
and maintenance and overhaul costs, is normally charged to the income
statement in the period in which it is incurred. In situations where
it can be clearly demonstrated that the expenditure has resulted in
an increase in the future economic benefits expected to be obtained
from the use of the asset, the expenditure is capitalized as an
additional cost of the asset. When assets are sold or retired, their

-14 -
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

cost and accumulated depreciation are eliminated from the financial
statements and any gain or loss resulting from their disposal is
included in the income statement.

Depreciation is provided to write off the cost of the assets, after
taking into account their estimated residual values of 10% of cost,
over their estimated useful lives on a straight line basis. The rates
of depreciation used are based on the following estimated useful lives:

Land use rights over the remaining terms of the
rights

Buildings 20 to 40 years

Plant and machinery 10years

Equipment and motor vehicles Syears

Investment properties

Investment properties, which are properties held to earn rental and/or
for capital appreciation, are stated at cost less accumulated
depreciation and any accumulated impairment losses. The cost of an
asset comprises its purchase price and any directly attributable costs
of bringing the asset to its present working condition and location
for its intended use. When assets are sold or retired, their cost
and accumulated depreciation are eliminated from the financial
statements and any gain or loss resulting from their disposal is
included in the income statement.

PRINCIPAL ACCOUNTING POLICIES — Continued

©

Investment properties - Continued

Depreciation is provided to write off the cost of the assets, after
taking into account their estimated residual values of 10% of cost,
over their estimated useful lives of 20-40 years on a straight line
basis.

-15-
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

Construction in progress

Construction in progress represents factory buildings, plant and
machinery and other assets under construction and is stated at cost.
Cost comprises direct costs of construction as well as interest charges
incurred during the period of construction, installation and testing
and certain exchange differences on any related borrowed funds.
Capitalisation of interest charges ceases when substantially all the
activities necessary to prepare the asset for its intended use are
complete. Construction in progress is transferred to property, plant
and equipment when it is completed and ready for its intended use,
notwithstanding any delays in the issue of the relevant commissioning
certificates by the appropriate PRC authorities.

No depreciation is provided on construction in progress until the asset
is completed and is ready for its intended use.

Associates

An associate is an enterprise over which the Group is in a position
to exercise significant influence through participation in the financial
and operating policy decisions of the investee.

Investments in associates are accounted for in the consolidated
financial statements under the equity method of accounting whereby the
investment is initially recorded at cost and adjusted thereafter for
the post-acquisition change in the Group"s share of net assets of the
investees. The consolidated income statement reflects the Group®s
share of the results of operation of the investees.

Unrealised profit and losses resulting from transactions between the
Group and its associates are eliminated to the extent of the Group’ s
interest in the associate, except where unrealised losses provide
evidence of an impairment of the asset transferred, in which case they
are immediately recognised in the income statement.

-16 -



3.

CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

PRINCIPAL ACCOUNTING POLICIES — Continued

)

@

W)

Investments in securities

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

At subsequent reporting dates, debt securities that the Group has the
expressed intention and ability to hold to maturity (held-to-maturity
debt securities) are measured at amortised cost, less any impairment
loss recognised to reflect irrecoverable amounts. The annual
amortisation of any discount or premium on the acquisition of a
held-to-maturity security is aggregated with other investment income
receivable over the term of the instrument so that the revenue recognised
in each period represents a constant yield on the investment.

Investments other than held-to-maturity debt securities are classified
as either held for trading or available-for-sale and are measured at
subsequent reporting dates at fair value. Where securities are held
for trading purposes, unrealised gains and losses are included in net
profit or loss for the period. For available-for-sale investments,
the unrealised gains and losses are recognised directly in equity, until
the security is disposed of or is determined to be impaired, at which
time the cumulative gain or loss previously recognised in equity is
included in the net profit or loss for the period. For investments
in unlisted securities included in available-for-sale investments,
where no ready market price is available, they are stated at cost less
impairment losses, if any.

Pre-operating expenses

Pre-operating expenses pertain to cost incurred in the period prior
to the commencement of operations. Pre-operating expenses are charged
to the income statement as incurred.

Goodwill arising on consolidation

Goodwill arising on consolidation represents the excess of the purchase
consideration over the fair value ascribed to the separable net assets

-17 -



CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

at the date of acquisition of the subsidiaries. Goodwill is recognised
as an asset and is amortised on a straight-line basis over 10 years
from the date of acquisition.

The unamortised balance of goodwill is reviewed annually. Where the

balance exceeds the value of expected future benefits, the difference
is charged to the income statement.

-18 -
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

PRINCIPAL ACCOUNTING POLICIES — Continued

Q)

@

)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost of raw materials includes cost of purchases computed using the
weighted average method. Cost of work-in-progress and finished goods
includes cost of materials, direct labour and an appropriate proportion
of production overheads, which have been incurred in bringing the
inventories to their present location and condition. Net realisable
value is determined by reference to the sales proceeds of items sold
in the ordinary course of business after the balance sheet date or to
directors’ estimates based on prevailing market conditions.

Impairment

At each balance sheet date, the Group reviews the carrying amount of
its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the assets is estimated
in order to determine the extent of the impairment loss (if any). Where
it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating
unit to which the asset belongs.

IT the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of
the asset (cash-generating unit) is reduced to its recoverable amount.
Impairment losses are recognised as expenses immediately, unless the
relevant asset is carried at a revalue amount under another Standard,
in which case the impairment loss is accounted for according to that
Standard.

A previously recognised impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount,
but not to an amount higher than the carrying amount that would have

been determined had no impairment loss been recognised in prior years.

Provisions

-19-
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

Provisions are recognised when the Group has a present obligation as
a result of a past event that will probably result in an outflow of
economic benefits that can be reasonably estimated.

Foreign currencies

The Group maintains its books and accounting records in Renminbi
(* RMB” ). Foreign currency transactions during the year are converted
into RVMB at the exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies at the balance
sheet date are translated into RVMB at the market rates of exchange ruling
at that date. All exchange differences are dealt with in the income
statement.

3. PRINCIPAL ACCOUNTING POLICIES — Continued

m

M

©)

Revenue recognition

Revenue from goods sold are recognised when title of goods sold has
passed to the purchasers, which is usually at the time of delivery.

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

Dividend income from investments is recognised when the right to receive
payment has been established.

Deferred taxation

Deferred taxation is provided, using the liability method, for all
temporary differences arising between the tax bases of assets and
liabilities and their carrying values for financial reporting purpose,
which will result in taxable or deductible amounts in future years.
Deferred tax assets are recognised only to the extent that future taxable
profits will be available against which the deductible temporary
differences can be utilised.

Borrowing costs

-20-
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

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

All other borrowing costs are dealt with in the income statement in
the period in which they are incurred.

Retirement scheme costs

Contributions to the retirement benefit schemes are charged to the income
statement in the year in which they are incurred.

Leases

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.
Lease payments under operating leases are charged against profits
on a straight-line basis over the accounting periods covered by the
lease terms.

PRINCIPAL ACCOUNTING POLICIES — Continued

() Related parties
Parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over the other
party in making financial and operating decisions.

TURNOVER

Turnover represents the invoiced value of goods sold to customers net of value
added tax and trade discounts. The turnover of the Group is detailed in Note
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5.

CHINA FIRST PENCIL CO.,LTD.
NOTESTO THE FINANCIAL STATEMENTS

31 DECEMBER 2004

29.

OTHER REVENUE

2004 2003
RMB RMB
Refund of value added tax - 558,970
Gains from write-off of long outstanding payables - 524,664
Gains/(losses) from disposal of property, plant and  (583,499) 189,509
equipment
Profits on sales of surplus materials 160,537 1,819,676
Gains from disposal of intangible assets - 1,900,000
Gains from rendering services 5,122,464 3,101,627
Rental income 8,601,331 9,441,974
Subsidy income 2,393,341 2,296,148
Compansations on plant removing 2,764,534 -
Franchise fee 1,162,536 -
Impairment losses on properties (4,167,983) -
Loss on written-off CIPs (682,812) -
Others 6,359 719,632
14,776,808 20,552,200
PROFIT FROM OPERATIONS
Profit from operations is stated after charging:
2004 2003
RMB RMB
Cost of inventories sold 1,947,308,871 1,643,462,03
6
Depreciation 8,066,554 9,892,949
Amortisation of goodwill 576,623 643,803
Staff costs 45,761,020 44,899,502
Impairment loss on properties (4,167,983) (500,727)
Loss on disposal of property, plant and equipment (583,499) 3,084,143
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

FINANCE COSTS

2004 2003
RMB RMB
Interest expenses 33,901,451 37,688,377

Less: Amount capitalised as construction in progress - -

33,901,451 37,688,377

Interest income (1,379,258) (1,766,852
)
Others 1,002,728 549,154

33,524,921 36,470,679

INCOME FROM INVESTMENTS IN SECURITIES

2004 2003
RMB RMB
Dividend income - 15,000
Unrealised loss on trading investments (3,750,191 (189,148)
)
Profit on disposal of investments in securities 555,641 242,643
(3,194,550 68,495
)
TAXATION
(@) Taxation in the consolidated income statement represents:
2004 2003
RMB RMB
Provision for PRC income tax for the year 13,921,344 12,805,359
Deferred taxation (Note 16) (4,150) (321,598)
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

13,917,194 12,483,761
Provision for PRC income tax is calculated based on the estimated
assessable profits of the year determined in accordance with the relevant
tax rules and regulations applicable in PRC. The Company is subject

to income tax at the rate of 15% (2003: 15%).

The income tax rates applicable to subsidiaries range from 15% to 33%.

9. TAXATION — Continued

(b) Taxation in the consolidated balance sheet represents:

2004 2003

RMB RMB
Provision for PRC income tax for the year 13,921,344 12,805,359

Balance of provision for PRC income tax

in respect of previous years 4,619,984 890,812
Payments made during the year (17,601,89 (9,076,187
9 )
939,429 4,619,984

10. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is based on the net
profit attributable to shareholders for the year of RMB21,705,769
(2003:RMB7,009,268) and the number of 251,779,396 shares (2003: 251,779,396
shares) in issue during the year.

11. PROPERTY, PLANT AND EQUIPMENT
Land use Plant, Total
rights and machinery
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CHINA FIRST PENCIL CO.,LTD.
NOTESTO THE FINANCIAL STATEMENTS

31 DECEMBER 2004

Cost

At 1 January 2004

Additions

Transferred from construction
in progress (Note 13)

Disposals

At 31 December 2004

Accumulated depreciation
At 1 January 2004

Charge for the year

Impairment loss
Written back on disposals

At 31 December 2004

Net book value
At 31 December 2004

At 31 December 2003

buildings equipment and
motor
vehicles

RMB RMB RMB
199,238,565 221,538,414 420,776,979
8,784,221 13,143,307 21,927,528
70,911,851 15,009,050 85,920,901
(1,867,578) (22,095,751) (23,963,329
)
277,067,059 227,595,020 504,662,079
(39,022,054 (134,960,749  (173,982,80
) ) 3)
(5,827,890) (23,845,434) (29,673,324
)
(2,990,762) (1,153,025) (4,143,787)
428,728 8,031,392 8,460,120
47,411,978 151,927,816 199,339,794
229,655,081 75,667,204 305,322,285
160,216,511 86,577,665 246,794,176

PROPERTY, PLANT AND EQUIPMENT — Continued

All of the Group’ s land use rights and buildings are located in the PRC.
The Group has been granted the rights to use the land, on which the Group’ s
buildings are constructed, by the relevant PRC authorities.

In 2004, certain land use rights and buildings of the Group have been pledged

to banks to secure bank loans granted to the Group.

The net book value of

assets pledged as at 31 December 2004 amounted to RMB101,540 thousand (Note

20).
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13.

CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

INVESTMENT PROPERTIES

2004 2003

RMB RMB
Cost
At 1 January 59,429,112 67,424,863
Disposals - (7,995,751)
At 31 December 59,429,112 59,429,112
Accumulated depreciation
At 1 January (6,616,826) (3,658,276)
Charge for the year (1,251,592) (3,732,352)
Written back on disposals - 773,802
At 31 December (7,868,418) (6,616,826)
Net book value
At 31 December 51,560,694 52,812,286
Fair value at 31 December 110,903,419 80,657,032

CONSTRUCTION IN PROGRESS

2004 2003

RMB RMB
Balance at 1 January 14,274,843 18,128,930
Additions 91,479,072 8,337,320

105,753,915 26,466,250

Transfer to building, plant and equipment (Note (85,920,901) (999,798)

11)

Write off of construction in progress (7,540,109)  (11,191,609)

12,292,905 14,274,843
Provision for impairment loss (2,575,617) (2,588,033)
Balance at 31 December 9,717,288 11,686,810
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CHINA FIRST PENCIL CO.,LTD.
NOTESTO THE FINANCIAL STATEMENTS

31 DECEMBER 2004

13. CONSTRUCTION IN PROGRESS— Continued

Details of construction in progress at 31 December 2004 are as follows:

2004 2003
Project RMB RMB
Enlargement of factory 753,834 3,679,105
Property development project at Dong Han Yang - 1,486,520
Road
Apartments - 2,456,014
Renovation of factory 329,078 190,000
Decoration of jewellery shops 369,780 1,302,280
P ty d | t ject
roperty development projec 8,225,91 2,880,000
Installation of moulding production line - 238,800
Oth ject
er projects 2,614,2; 2,042,124
12’292’92 14,274,843
isi impai 2,575,61
Provision for impairment loss (2,575,6 (2,588,033)
7
9’717’22 11,686,810
14_ INTERESTS IN ASSOCIATES
Details of interests in associates are as follows:
2004 2003
RMB RMB
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CHINA FIRST PENCIL CO.,LTD.
NOTESTO THE FINANCIAL STATEMENTS

31 DECEMBER 2004

Share of net assets

Provision for impairment loss on
investment in an associate

Amount due from associates

Amounts due to associates

3,506,51 19,539,410
8

- (2,454,715)

3,506,51 17,084,695
8

2,252,39 10,751,538

2,252,39 10,751,538
5

5,758,91 27,836,233
3

The amounts due from/(to) associates are unsecured, interest free and have

no fixed repayment terms.
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15.

CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

INTERESTS IN ASSOCIATES— Continued

Set out below are details of the Company’ s principal associate as at 31 December

2004:

Place of
establishmen Particulars of effectiv Principal

t
Name of company

Shanghai Fengxiang Hotel PRC
Co., Ltd.
Shanghai Diamond Exchange PRC

Longhua Processing Area
Co., Ltd

and operation

RMB5,000,000

RMB2,010,000

paid in
capital

Group’ s

€

holding

48%

25%

activity

Food&beverage
accommodation

Processing
of jewelry

As at 31 December 2004, the Group had no material contingent liabilities or
capital commitments arising from its interests in associates.

INVESTMENTS IN SECURITIES

€)) Non-current

At 1 January 2004
Disposals
Acquisitions

At 31 December 2004

Held to Available-
maturity for-sale Total
securities investments
RMB RMB RMB
2,360 39,601,303 39,603,663
(2,360) (6,037,322) (6,039,682)
- 2,556,567 2,556,567
- 36,120,548 36,120,548

The available-for-sale investments represent investments in unlisted equity
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securities. Unlisted equity securities are stated at cost less impairment

losses, if any. There is no ready market price for such investments and

accordingly reasonable estimate of their fair value could not be made without
incurring excessive costs.
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15. INVESTMENTS IN SECURITIES— Continued

(b) Current

Trading investments
2004
RMB

Fair value at 31 December 18,848,431

2003
RMB

16,511,592

The trading investments represent investments in listed equity securities,
which present the Group with opportunity for return through dividend income
and trading gains. The fair values of these securities are based on quoted

market prices.
16. DEFERRED TAXATION

Movements of deferred taxation during the year comprise:

2004

RMB
Balance at 1 January 767,763
Transfer from income statement (Note 9(a)) 4,150
Balance at 31 December 771,913

2003
RMB

446,165

321,598

767,763

There is no significant deferred taxation liability not provided for in the

financial statements.

17. GOODWILL
2004
RMB

Goodwill on acquisition of subsidiaries and 14,538,724

associates
Less: (12,037,663

)
Share of goodwill by minority shareholders (541,943)
upon the deemed disposal of a subsidiary

-31-

2003
RMB

14,538,724

(10,157,37

6)
(541,943)
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

1,959,118
Movements of goodwill are as follows:
2004
RMB
Balance at 1 January 3,839,405
Add: Addition for the year -
Less: (1,880,287
)
Balance at 31 December 1,959,118
NEGATIVE GOODWILL
2004
RMB

Negative goodwill on acquisition of subsidiaries (1,303,664)

Less: 1,303,664
Movements of negative goodwill are as follows:
2004
RMB
Balance at 1 January (1,162,434)
Add: Addition for the year -
Less: 1,162,43
4

3,839,405

2003
RMB

4,235,619
378,405

(774,619)

3,839,405

2003
RMB

(1,303,664
)

141,230

(1,162,434

)

2003
RMB

(1,292,800
)

130,366
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Balance at 31 December - (1,162,434
)
19. INVENTORIES
2004 2003
RMB RMB
Raw materials 133,423,25 188,372,07
1 8
Work in progress 98,316,26 68,398,787
7
Finished goods 347,424 ,30 311,454,39
7 7
579,163,82 568,225,26
5 2
20. BANK AND OTHER LOANS
Bank and other loans are repayable as follows:
2004 2003
RMB RMB
Within 1 year:
Secured 120,800,00 60,500,000
0
Unsecured 562,630,00 623,900,00
0 0
Total 683,430,00 684,400,00
0 0

Bank and other loans bear interest at fixed rates ranging from 2.43% to 6.138%

(2003: 4.536% to 5.31%) per annum.
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CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

BANK AND OTHER LOANS— Continued

In 2004, the secured bank loans are secured by the pledge of certain land use
rights and buildings of the Group with a net book value of RMB101,540 thousand

(Note 11) as at 31 December 2004.

In 2003, the secured bank loans are secured by the pledge of certain land use
rights and buildings of the Group with a net book value of RMB41,901 thousand
and available-for sale investments at the amount of RMB1,684 thousand as at

31 December 2003.

Bank loans amounting to RMB157,510,000 (2003: RMB267,610,000) are guaranteed

by other companies.

SHARE CAPITAL

2003
RMB

131,728,036

120,051,360

251,779,396

2004
RMB
131,728,036 (2003: 131,728,036) A shares
of RMB1 each 131,728,03
6
120,051,360 (2003: 120,051,360) B shares
of RMB1 each 120,051,36
0
251,779,39
6
SHARE PREMIUM
2004
RMB
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Balance at 1 January and 31 December 126,398,99 126,398,996
6
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RESERVES
Statutory
Statuto public General
v welfare Total
reserve reserve
fund
RMB RMB RMB RMB
Balance at 1 January 2003 49,786,763 34,036,795 16,083,661 99,907,219
Transfer  from  retained 4,197,349 2,974,545 - 7,171,894
profits
Balance at 1 January 2004 53,984,112 37,011,340 16,083,661 107,079,113
Transfer  from retained 4,862,366 3,733,098 - 8,595,464
profits
Balance at 31 December 2004 58,846,478 40,744,438 16,083,661 115,674,577

Transfers from retained profits to statutory reserve, statutory public welfare
fund and general reserve were made in accordance with the relevant rules and
regulations and the articles of association of the Company and its subsidiaries
and were approved by the respective boards of directors. The transfer to
general reserve needs to be approved by the shareholders in the annual general
meetings of the respective companies.

Statutory reserve

The Company and its subsidiaries are required to transfer at least 10% of their
profits after taxation, as determined under the PRC accounting regulations,
to the statutory reserve until the reserve balance reaches 50% of their
respective registered capital. The transfer to this reserve must be made before
the distribution of dividends to shareholders.

Statutory reserve can be used to make good previous years’ losses, if any,

and may be converted into share capital by the issue of new shares to shareholders
in proportion to their existing shareholdings.

Statutory public welfare fund

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

General reserve
The Company, with approval from its shareholders, can make transfer from
retained profits to general reserve. The usage of the general reserve is to

be determined by the shareholders.

24. PRINCIPAL SUBSIDIARIES

Particulars of the Company’ s principal subsidiaries, all of which are limited
companies established and operating in the PRC, at 31 December 2004 are as

follows:
Percentage of
Name of company Equity interest Principal activity
held
Direct Indirec
t
Shanghai Great Wall Pencil Co., 100% - Production of pencils
Ltd.
Shanghai First Writing Instrument 75% - Production of pencils
Co., Ltd.
Shanghai Goddess Cosmetic Co., 90% 7.5% Production of
cosmetic
Ltd. pencils
Yikai Real Estate Development
80% 20% Real estate management
Co., Ltd.
Shanghai Glamor Chemistry 70% - Production of paints
Co., Ltd. for pencil making
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Shanghai Shen Jia Teaching
Supplies Co., Ltd.

Shanghai Pencil Making
Spareparts Co., Ltd.

Shanghai Huagian Stationery Co.,
Ltd

Shanghai Pencil Machinery
Manufacturing Co., Ltd.

China First Pencil Fang Zheng
Co. Ltd.

Shanghai Lao Feng Xiang Co., Ltd.
(“ LFXH )

Shanghai Zhonggian Trading
Co., Ltd.
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95%

90%

90%

51%

95%

29.9%

90%

S%

20.5%

Wholesale of wood
slat for pencil
making

Production of pencil
Spareparts

Trading of stationery

Production of pencil
making machinery

Production of pencils

Processing and retail
of gold and jewellery
products

Trading of stationery
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RELATED PARTY TRANSACTIONS

The directors consider that transactions with SLI or entities controlled by
SLI are related party transactions.(Note 28)

(a) Related party transactions
On 12 December 1992, upon the establishment of China No. 1 Pencil Industrial
& Commercial United Corp. (* CPIC" ), the Company entered into a distribution
agreement with CPIC. Under the agreement, CPIC is the sole distribution
agent for products produced by the Company in PRC, except for Shanghai.
The total sales to CPIC amounted to RMB113,262,176 (2003:RMB84,865,759).

(b) Accounts receivable, Bills receivable and other receivables

Accounts receivable included the amount due from related companies amounted
to RMB98,613,620 (2003: RMB130,215,919).

Bills accepted by related compantes amounted to
RMB63,500,000(2003:25,300,000) .

CONTINGENT LIABILITIES

As at 31 December 2004, there are no significant contingent liabilities.

POST BALANCE SHEET EVENT

(a) As at the issue of this report, the Group has purchased an property at
No.229 Fuyou Road, with an amount of RMB48,000,000.

(b) As at the issue of this report, the Group has received the bills due from
CPIC with the amount of RMB33,500,000.

Except for the above, there are no significant post balance sheet events as
at the issue of this report.
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OTHER IMPORTANT EVENTS

According to the contract between SLI and Shanghai Huangpu District Municipal
Government, the state share of the Company will be transferred to Shanghai
Huangpu District Municipal Government. The proposal is submintted to China
Securities Regulatory Commission for approval.

As at the issue of this report, the state share of the Company is still held
by SLI.
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BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

The Group is currently organized into four operating divisions — pencils, property, jewellery and others.

are the basis on which the Group reports its primary segment information.

Principal activities are as follows:

Pencils: Manufacture and sale of wooden, mechanical and cosmetic pencils;

Property Development and sale of properties as well as real estate management;
Jeweller Processing and retailing of gold and jewellery products;

y:

Others: Manufacture and sale of pencil making machinery and paints, and general trading.

-41 -
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29. BUSINESS AND GEOGRAPHICAL SEGMENTS - Continued

31 December 2004 Pencils Property Jewellery Others Elimination Consolidate
S d
RMB" 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB' 000 RMB’ 000
Revenue
External sales
207,372 135 1,958,821 31,940 - 2,198,268
Inter-segment sales
_164,568 _ - - - - (164,568) -
Total revenue 371,940 135 1,958,821 31,940 (164,568) 2,198,268
Results
Segment results
19,081 36 73,317 1,411 (708) 93,137
Share of losses of associates
182 - (128) - - 54
Finance costs (6,331) 2 (27,001) (195) - (33,525)
Income from investments
in securities (2,355) - (840) - - (3,195)
Gain on disposal of a subsidiary
- - 243 - - 243
Profit before taxation 6,620 32 35,887 966 (708) 56,714
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CHINA FIRST PENCIL CO.,LTD.
NOTESTO THE FINANCIAL STATEMENTS

Taxation

Profit after taxation

Minority interests

Net profit for the year

BUSINESS AND GEOGRAPHICAL SEGMENTS - Continued

31 December 2004
Pencils

RMB" 000

31 DECEMBER 2004

Property Jewellery

RMB" 000 RMB" 000

-43-

(13,917)

42,797

(21,091)

21,706

Consolidate
d
RMB’ 000 RMB' 000

Others



Other information

Additions of property, plant
and equipment

Depreciation and amortisation

Impairment loss on property,
plant and equipment

Balance sheet

ASSETS
Segment assets
Investments in associates

Consolidated total assets
LIABILITIES

Segment liabilities
Minority interests

CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS
31 DECEMBER 2004

5,339 322 102,075 113
21,301 24 9,475 913
(4,180) - - -

567,019 1,682 868,499 22,730
L - _ 5,759 -
567,019 1,682 874,258 22,730
210,228 137 652,839 8,843

107,849

31,713

(4,180

)

1,459,930

5,759

1,465,689

872,047

122,289

994,336
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29. BUSINESS AND GEOGRAPHICAL SEGMENTS — Continued

31 December 2003 Pencils
RMB’ 000
Revenue
External sales
152,442
Inter-segment sales
158,794
Total revenue
311,236
Results
Segment results
15,310
Share of losses of associates
81
Finance costs
(10,014)

Income from investments
in securities 817
Loss on disposal of a subsidiary
(172)

Gain on disposal of an associate 4,007

Property Jewellery
RMB’ 000 RMB’ 000
1,651,98
144 1
144 1,651,98
1
30 48,911
2 (25,596)
- (748)
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RMB' 000

37,004

446

37,450

1,464

(862)

Elimination
[
RMB’* 000

(159,240
)

(159,240
)

(4,373)

Consolidate
d
RMB' 000

1,841,571

1,841,571

61,342

81

(36,470)
69

172)

4,097



Profit before taxation

Taxation
Loss after taxation

Minority interests

Net loss for the year

CHINA FIRST PENCIL CO.,LTD.

NOTESTO THE FINANCIAL STATEMENTS

10,119

31 DECEMBER 2004

32

-46 -

22,567

602

(4,373) 28,947

(12,484)

16,463

(9,454)

7,009
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29. BUSINESS AND GEOGRAPHICAL SEGMENTS — Continued

31 December 2003
Pencils Property Jewellery Others Consolidate
d
RMB’ 000 RMB’ 000 RMB’ 000 RMB* 000 RMB* 000
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Other information

Additions of property, plant 79,759 - 15,913 212 95,884
and equipment

Depreciation and amortisation 36,469 - 8,954 1,435 46,858

Impairment loss on property, (3,379
plant and equipment (3,375) - 4 - )

Balance sheet

ASSETS

Segment assets 549,870 1,613 825,856 50,550 1,427,889

Investments in associates 27,836 - - - 27,836

Consolidated total assets 577,706 1,613 825,856 50,550 1,1,455,72

- - 5

LIABILITIES

Segment liabilities 194,738 99 680,488 25,544 900,869

Minority interests 105,210
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29. BUSINESS AND GEOGRAPHICAL SEGMENTS — Continued

The number of employees at the end of the year for each of the Group’ s principal divisions was as follows:

Pencils Property Jewellery Others Total
31 December 2004 721 2 1,605 180 2,508
31 December 2003 776 2 1,511 197 2,486
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29. BUSINESS AND GEOGRAPHICAL SEGMENTS — Continued

Geographical segments

The following table provides an analysis of the Group’ s sales by geographical
market, irrespective of the origin of the goods:

2004 2003
RMB* 000 RMB* 000
PRC 2,130,635 1,775,015
USA 52,783 49,177
Other 14,850 17,379
2,198,268 1,841,571

The assets of the Group are all located in the PRC.

30. RETIREMENT BENEFITS FOR EMPLOYEES

As a statutory requirement, the Company and its subsidiaries have to contribute
23.5% of basic salary to a government agency as retirement benefits of employees.

Upon retirement of the employees, the government agency will pay the retirement
benefits to the employees. During the year, total expenses charged to the income
statement for the retirement benefits of employees amounted to RMB7,018,942 (2003:
RMB7,675,457).

31. FINANCIAL INSTRUMENTS

Financial assets of the Group include investments in securities, loans and advances,
receivables, deposits with banks and cash. Financial liabilities of the Group
include bank and other loans, payables and advances.

(@ Business risk

During 2004, the antidumping rate of the pencils exported to US was 15.2%,
which was declared by the Department of Commerce (“ DOC” ) in
2002(2003:6.32%). This kind of tax is imposed on the importors of US rather
than on the Company. But there can be some effects on the pencil exportation
of the Company.

(b) Credit risk
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Deposits and cash are placed principally with a group of banks with good credit
ratings. Credit risk on accounts receivable has been accounted for in the
financial statements as accounts receivable are shown net of provision for
bad and doubtful debts.

(¢ Fair value

The fair values of the financial assets and liabilities are not materially
different from their carrying values in the financial statements, except for
unlisted equity investments which are stated at cost less impairment losses,
if any, as explained in Note (15(b)).
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32.

IMPACT OF IFRS ADJUSTMENTS ON NET PROFIT FOR THE YEAR

AND SHAREHOLDERS’  EQUITY

The books and records of the Group are prepared in accordance with PRC accounting
standards and regulations. These accounting principles differ in certain
significant respects from IFRS. The effects of these differences on the net
results for the year ended 31 December 2004 and the shareholders’ equity at

that date are summarised as follows:

Net profit
for the year
2004 2003
RMB RMB
As determined pursuant
to
PRC accounting 13,278,691 6,500,77
regulations 1

Difference inunrealised
profit on inventories
and
property, plant and
equipment arising from (694,790)
different basis of 694,790
calculation

Under provision of
depreciation and
impairment loss for (3,182,282 (1,215,050
property, plant and ) )
equipment

Write-back/(write off)

of 2,582,688 (1,081,642
deferred assets and )
pre-operating

expenses

Income from writing-off
payables -
359,778

-52-

Shareholders’ equity
2004 2003
RMB RMB

474,515,784 451,823,635

- 694,790

- 3,182,282

(2,59,713)  (5,179,402)



Amortisation of goodwill 303,853 (1,338,621) (1,642,474)
303,403
Write back/(off) of
investments 9,396,79 1,125,62 - -
in securities 4 0
Provision for deferred
Taxation 4,150 321,598 771,913 767,763
Others 16,665 - - -
As restated in
conformity 21,705,769 7,009,268 471,352,363 449,646,594
with IFRS
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33. COMPARATIVE FIGURES

Certain of the 2003 comparative figures have been reclassified to comform to the current
year' s presentation.

34. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved and authorised for issue by the Board of
Directors of the Company on 22 April 2005.
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