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2
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2004

23,511,143.30

3,767,743.02

-77,943,352.45

111,787,205.82

17,758,328.09

-91,760,031.50

74,250,899.99

1,748,184.00

39,272,090.81

15,917,342.47

-89,644,766.62

3,768 14,596 859,868 857,321

14 -359
150 -543 -543 -393

294
-2,115 -2,115
1,817 13,988 859,325 854,813
2,153,228.29
73,277,867.18
6,280,000.00
81,711,095.47

2003
2004 %) 2002

996,246,688.32 |  866,798,366.22 |  866,798,366.22 14.93 | 875,299,752.11
23,511,143.30 20,031,894.08 20,031,894.08 17.37 18,050,349.19
3,767,743.02 14,595,602.55 14,595,602.55 -74.19 13,161,566.40
-77,943,352.45 | -49,891,385.47 | -49,891,385.47 -56.23 5,927,894.46




2004

2003
2004 ) 2002
1,786,734,577.34 | 1,755,205,977.66 | 1,735,205,977.66 1.80 | 1,354,455,716.34
857,321,016.76 | 853,350,255.63 | 859,868,516.39 0.47 | 514,991,748.36
15,917,342.47 | -41,963,006.97 | -41,963,006.97 137.93 28,288,880.82
2003
2004 ) 2002
0.0084 0.0374 0.0374 -77.55 0.0521
0.0084
" 0.4395 1.7104 1.6974 -74.31 2.5557
-9.0915 -5.8465 -5.8022 -55.50 1.1511
%
0.0355 -0.1075 -0.1075 133.02 0.1121
0.0084 0.0489 0.0489 -82.82 0.0521
-0.1736 -0.1278 -0.1278 -35.85 0.0235
-0.1736 -0.1670 -0.1670 -3.95 0.0235
" 0.4404 2.6512 2.6202 -83.19 2.5850
-9.1102 -9.0626 -8.9565 -0.53 1.1643
%
2003
2004 %) 2002
1.9099 2.1862 2.2029 -12.64 2.0398
1.8955 2.1612 2.1779 -12.29 2.0088
9
%
13.04 13.07 0.25 0.25
-10.70 -10.73 -0.20 -0.20
0.439 0.440 0.01 0.01
-9.09 -9.11 -0.17 -0.17
390,336,328.00 | 441,976,114.68 | 14,290,478.50 7,145,239.27 | 7,073,237.47 | 853,350,255.63

58,550,449.00

189,000.00

11,488,158.22

4,146,121.13

70,241,625.21




2004

58,550,449.00

1,158,003.10

573,753.90

6,556,411.98

66,270,864.08

448,886,777.00

383,614,665.68

24,620,633.62

10,717,606.50

510,825.49

857,321,016.76

g WN -




2004

1
1
124,754,540 18,713,181 18,713,181 | 143,467,721
20,566,786 3,085,018 3,085,018 23,651,804
2 14,950,000 2,242,500 2,242,500 17,192,500
3
4 100,000,000 -100,000,000| -100,000,000 0
260,271,326 24,040,699 -100,000,000( -75,959,301| 184,312,025
17,940,002 2,691,000 2,691,000 20,631,002
112,125,000 31,818,750 100,000,000| 131,818,750 243,943,750
3
4
130,065,002 34,509,750 100,000,000| 134,509,750 264,574,752
390,336,328 58,550,449 0 58,550,449 | 448,886,777
2
€y
B 2003-11-07 | 3.54 /0.428 100,000,000 2004-05-13 100,000,000
@)
1 [2003]133 ,
10,000 B, 2004 5 13 2004 5
10 28 B2
2
13,204,914 2004 7 1
3 2004 7 16 A B 2004 7 21
B 2004 7 16 2004 7 19




2004

2003 ¢ 2003 390,336,328
10 1.5 7 448,886,777
2004 7 13 c7 B4
®
1 30,557 A 11,240 B 19,317
2
C ) )
D) 2,251,184 | 118,496,754 | 26.4
3,085,018 23,651,804 | 5.27
HONOUR FORCE INVESTMENTS LTD | -7,324,874 | 20,712,467 | 4.61
15,185,651 | 15,185,651 | 3.38
MAIN FORCE ASSETS LIMITED 1,650,000 12,650,000 | 2.82
MESABI ASSETS LIMITED 1,575,000 12,075,000 | 2.69
) ( 1,395,000 10,695,000 | 2.38
NORMAL WIN ASSETS LIMITED -2,093,475 9,906,525 2.21
1,276,346 9,785,316 2.18
-10,810,641 | 8,689,359 1.94
10%
3
1
¢ )
3,653,300,000
1995 12 27
2
2004-10-18




2004

2004-10-20
2004 10 18
3
26.40%

4

5
HONOUR FORCE INVESTMENTS LIMITED 20,712,467 B
MAIN FORCES ASSETS LIMITED 12,650,000 B
MESABI ASSETS LIMITED 12,075,000 B
10,695,000 B
NORMAL WINASSETS LIMITED 9,906,525 B

SHENYIN WANGUO NOMINEES

(HLIOLTD. 8,689,359 B
3,996,890 B
NAITO SECURITIES CO.,LTD. 3,393,743 B
2,607,200 B
B

1,752,500




2004

11,500 11,500
CEO 42 | 2004-07-30 | 2006-05-20 0 (B ) (8 )
CFO 48 | 2004-07-30 | 2006-05-20 0 3,450 3,450
45 | 2003-05-20 | 2006-05-20 | 3,450 3,968 518
C00
47 | 2003-05-20 | 2006-05-20 575 661 86
56 | 2003-05-20 | 2006-05-20 | 2,990 3,439 449
54 | 2003-05-20 | 2006-05-20 0 0 0
59 | 2003-05-20 | 2006-05-20 0 0 0
56 | 2004-11-12 | 2006-05-20 0 0 0
56 | 2003-05-20 | 2006-05-20 0 0 0
39 | 2003-05-20 | 2006-05-20 0 0 0
56 | 2004-11-12 | 2006-05-20 | 5,865 6,745 880
36 | 2003-05-20 | 2006-05-20 0 0 0
45 | 2004-11-12 | 2006-05-20 0 0 0
58 | 2003-05-20 | 2006-05-20 | 5,290 6,083 793
50 | 2004-06-24 | 2006-05-20 | 1,725 1,984 259
50 | 2003-05-20 | 2005-01-21 0 0 0
49 | 2003-05-20 | 2006-05-20 0 0 0
51 | 2003-05-20 | 2006-05-20 0 0 0
54 | 2003-05-20 | 2006-05-20 | 2,748 3,161 413
@
CEO
€
CFO
®
€00




2004

4)
®)
(6)
@
(®)

€)
(10)

1D
(12)
(13)

(14)
(15)

(16)
an

(18)
(19)

2003

5

2003-08-01

2001-02-01

10




2004

1
2
3
239.96
100.21
47.55
6
4
600 7/
5
10 10
10 15 1
15 8
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2004

2004
2,512

5,250

4,715

1,520

147

183

88

574

105

332

257

1,818
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2004

12 9
12 11
12 11

13




2004
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2004

2004 5 22 2003

2004 6 22 103
173,966,581 44 57%, B 20
32,695,245

2003 2003
2003
90%
2006 6 24
1
2004 6 30 2004
2004 2004 7 30
75 156,962,156 34.97%,
B 9 , 35,470,478
2004
20046 8 3
2
2004 10 12 2004
2004 2004 11 12
87 169,298,395 37.72%

14 22,246,312

DA

15



2004

2004

2004

2004

11

2004 11 16
30 2004
2004 12 30
76 173,021,823 38.54%
13 26,204,201

80%

2004 12 31
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2004

1 )
2 )
3 )
4 ,
@
1 )
2 , 99,625 , 14_93%;
11,179 , 2.55% 376.77 74.19%
86,065 93,500
114,165 118,693 5,875.84 ,
3,624.32
&)
(%) ()
46,881.00 47.06 5,229.00 45.79
12,096.00 12.14 3,394.00 29.72
20,518.00 20.60 616.00 5.39
12,069.00 12.11 1,128.00 9.88
2,811.00 2.82 252.00 2.21
4,175.00 4.19 283.00 2.48
1,075.00 1.08 517.00 4.53
99,625.00 100 11,419.00 100
®
(%) (%)
50,373 50.56 8,848 77.48
49,252 49.44 2,571 22.52

17




2004

2004 3.10%
©)) 10%
(D)
46,881.00 41,652.00 11.15
12,096.00 8,702.00 28.06
20,518.00 19,902.00 3.00
12,069.00 10,941.00 9.35
2
@
90% 55 192.5 3.5
80% 200 528.4 -53.3
55% 576 913.7 -12
100% 465 450.2 -21.1
65% 80 337.7 0.8
80% 50 65.1 0.1
2 10%
3
1,950.47 %) 41
5,811.62 (%) 12.40
4
2005 )
1
2003 11 32,264
2004 10 29 FAG Kugelfischer AG( “ FAG ”
FAG Durkopp Adler AG( “ DA 94.98%

18




2004

2004
10 12
2004 11 1 [2004]2403
DA
2004 12 21 [2004]835
“ " 1,000
1,700
” DA DA
2004 11 25 DA
1,700
B 2005 3 22
3 25 1,000
DA
530 DA 500
400
DA
DA 20,096 858.8 - - - -
DA 19,500 - - - - -
39,596 - 858.8 - - - -
2
Q). 1,613.74 1500
1,341.62
(2). 2003 , 8,957.9 C )
73,855 "
1,786,734,577.34 ,755,205,977.66 31,528,599.68 1.80
111,787,205.82 109,010,168.83 2,777,036.99 2.55
3,767,743.02 14,595,602.55 | -10,827,859.53 -74.19
545,965,518.03 635,610,284.65 | -89,644,766.62 -14.10
857,321,016.76 853,350,255.63 3,970,761.13 0.47

19




2004

B~ WO DN

1 74.19%
1 277.7
2 404.8
3 3,620
4 207
5 1,969
6 2,967
2 8,957.9
73,855
1500 1,341.62
1 2004 1 ,
2
3 7
15%
4 FAG DA 94.98%
2005
D) 2004 3 26
10
2004 3 27
(2) 2004 4 15
2003 2003
2003
90%

2004 4 17

20

10

2003

13%

2005

DA

1,613.74

10

10

2003



2004

10

®) 2004 4 26
10 7 2004
'0)) 2004 6 10
9
2003 2004 6 11
(5) 2004 6 24 10 8
2004

2004 6 26

(6) 2004 7 30 10 9

2004 8 3
) 2004 8 19 10 10
2004
2004 8 21
©)) 2004 9 7 10
10
2004 9 8
©) 2004 9 27 10 10
2004 9 29

(10) 2004 10 11 10
10 DA
2004 2004 10 12

(11) 2004 10 21

10 10 2004

(12) 2004 11 29

10 10

80%

2004 2004 11 30

21



2004

1 2003 ¢ 2003 390,336,328

10 1.5 ,2004 7 13
2004 7 16 A B
2004 7 21 B 2004 7 16 2004 7
19
2 2004 12 30
2006 2 7 “
1
2 :
2004 3,767,743.02
181.7
3,228,402.50
10% 322,840.25
10% 322,840.25 “ ” 645,680.50
2,582,722 2004 15,602,248.04

18,184,970.04

0.04 2005
2004
3 2004
2004
0.04 2005
2004
« )
( “ " 12004 2005 4 25

(2005) 0063
( [2003]56 )

[2005]21
22



2004

2004 12 31

2004

2004

19,711 | 19,711

13 13

35 35

154 7,370 7,524

10 10

508 508

656 6,981 6,333 | 1,304

1,063 668 395

197

23




2004

(
)
3,000 | 2004-12-15 | 2005-07-11
4,000 | 2004-06-30 | 2005-06-30
157 2004-10-22 | 2005-01-26
112 2004-10-22 | 2005-01-26
255 2004-12-17 | 2005-03-17
477 2004-12-17 | 2005-03-17
900 2004-06-28 | 2005-06-27
2,000 | 2004-07-30 | 2005-07-29
2,000 | 2004-09-29 | 2005-09-29
3,000 | 2004-06-07 | 2005-06-06
3,000 | 2004-07-15 | 2005-07-14
1,000 | 2004-09-27 | 2005-05-26
3,000 | 2004-11-11 | 2005-11-09
3,000 | 2004-06-30 | 2005-06-08
115 2004-07-01 | 2005-06-30
425 2004-07-01 | 2005-06-30
270 2004-08-18 | 2005-03-18
800 2004-03-03 | 2005-03-02
3,000 | 2004-04-07 | 2005-04-07
700 2004-11-23 | 2005-11-23

24




2004

[2003]56

2004

2005

50%
2003

70%
[2003]56

25

33,451

1,665

2004

47%



2004

1 2004
2003
2 2004
2003
3 2004
2004 6 26
4 2004
2004
5 2004
9 29
6 2004
DA
7 2004
2004 11
8 2004
80%
2004 11 30

15

10

24

19

27

10

11
16
11

26

2004
2004
2004 8
11
2004 10 12
12
29

2004

2003

21

17

11

2004



2004

27



2004

1
2004
(
2
2004
1
1
34.78%
2

10

3,000

28

2004-029 2004 9 17
2004 10 11
[2004]109 2004 9 15
2004 2004 10 22
6 25 , 1,613.74 , « )
1500 1,341.62
),
2003 ,
“ " 90%
2004 010 2003 31
3,129.33 , 3,133.26
3,605.32 90% , 3,244.78
7 26
53.4
2003
“ ” 12,023
65.22%
2003
73,855



2004

2004 1027

2003 12 15 10 2,010.07
8,957.9 8,957.9 , 2004
6 22
3 2004
18,911 “ ”
‘ 56.03%
2004 3
31 DZ040211020
[2003]255 37,501.7
56.03% ( 21,012.2 ,  90%
18,911 , 18,911
4 2004
80%
2004 3 31
DZ040456070 11,677.02
80% , 9,341.616
2
154 7,370 7,523
1,304 656 6,981 6,333
1
2

29



2004

2004-12-15
2004-12-13 3,000 2005-07-11
2004-06-30
2004-06-30 4,000 2005-06-30
2004-06-30
2004-06-30 3,000 2005-06-08
2004-09-27
2004-09-27 1,000 2005-05-26
2004-06-07
2004-06-07 3,000 2005-06-06
2004-07-15
2004-07-15 3,000 2005-07-14
2004-11-11
2004-11-11 3,000 2005-11-09
2004-07-30
2004-07-30 2,000 2005-07-29
2004-09-29
2004-09-29 2,000 2005-09-29
2004-10-22
2004-10-22 157 2005-1-01-26
2004-10-22
2004-10-22 112 2005-01-26
2004-12-17
2004-12-17 255 2005-03-17
2004-12-17
2004-12-17 477 2005-03-17
2004-06-28
2004-06-28 900 2005-06-27
42,905
25,901
9,580
7,550
33,451
39.02
50 1,901
70 1,901
50
1,901

30




2004

94.98%

0.74

50

1

3.38%),

2004 3
2004 5 31

DA
FAG

S%

46
1.14

3.878

2004

3,000
2,830 170
Durkopp Adler AG( DA
2004 10 29 DA
5%
11
46
2.5
BDO International
2
50
2006 6 4 [2004]412
13,204,914 (
s 51,212,102
2004 7 1
C )
" A " " B

31



2004

12

31

2004

2004

32

12

31

2005

2005

0063

" Y2004

2004

4 25



2004

2.1

2.2

2.3

2.4

21

2005

100

1201

33

1996

10



2004

2.5

2.6

2.7
2.7.1

2.7.2

2.8
2.8.1

2.8.2

34

S%
20%
50%

100%



2004

2.9
2.9.1

2.9.2

2.10
2.10.1

20%
2.10.2

2.10.3

2.11
2.11.1

20-50
5-15
5-10
5-10

35

4%  10%

1.92%-4.5%

6.4%-9%
9.6%-19.2%
9.6%-19.2%



2004

2.11.2

2.12
2.12.1

2.12.2

2.13
2.13.1

2.13.2

2.14

2.15

&)

36

¢y
®



2004

2.16

2.17
2.17.1

2.17.2

2.17.3

2.18

2.19
2.19.1

2.19.2

37



2004

2.19.3

5.43
2.20
2.20.1 2004 1 1
)
20,000,000.00 20,000,000.00
51,000,000.00 20,000,000.00
31,000,000.00 -
2.20.2 2005 15
2003 -6,518,260.76 -6,518,260.76
-5,214,608.62 2003
594,511.97 , 2003 2003 -6,518,260.76
-5,923,748.79 1,925,634.46

-4,738,999.05

17%

38



2004

3.2
5%
3.3
3.4
3%
4.
(D)

1 1,200
2 3,200
3 500
4 697
5 2,500
6 1,000
7 600
8 400
9 300
10 310
11 100
12 1,000
13 12,500
14 300
15 300
16 3,000
17 55
18 200
19 $100
20 460
21 80
22 50

17-22

1-16

39

15%
(G
840 70%
2,880 90%
450 90%
638 91.5%
2,250 90%
800 80%
420 70%
220 55%
180 60%
210 67.74%
90 90%
800 80%
11,250 90%
195 65%
168 56%
2,700 90%
49.5 90%
160 80%
$55 55%
460 100%
52 65%
40 80
7



2004

5.1

5.2

5.3

9,500

S G T GEED E—
294,606.52 345,226.36

33,655,073.61 278,547,217.77 41,112,734.32 340,277,790.47
5,239,715.93 417,611.75 2,620,717.38 202,484.48

253,121,081.99 282,756,008.75
532,085,911.51 623,236,283.70
13,585,000.00 12,028,774.59
545,965,518.03 635,610,284.65
, 1,290
1,170
28,300,000.00 - 28,300,000.00 - - -
1,200,000.00 23,560.57 1,176,439.43  200,000.00 - 200,000.00
210,620.00 - 210,620.00 210,620.00 - 210,620.00
29,710,620.00 23,560.57 29,687,059.43 410,620.00 - 410,620.00
2,020,000.00 1,400,000.00
557,432.58 88,823,932.20

2,577,432.58 90,223,932.20

40



2004

5.4
5.4.1
% %
1 145,288,966.98 63.39 7,243,721.52 241,393,963.77 71.66 12,067,858.28
1-2 40,991,440.58 17.88 6,355,389.10 37,223,888.12 11.05 7,444,777.64
2-3 12,897,847.19 5.63 5,186,129.37 20,634,913.15 6.12 10,317,456.57
3 30,037,858.84 13.10 29,433,108.17 37,613,361.14 11.17 28,930,947.90
229,216,113.59 100.00 48,218,348.16 336,866,126.18 100.00 58,761,040.39
180,997,765.43 278,105,085.79
5.4.2
0% %
1 91,254,766.39 69.99 4,562,738.33 157,393,248.82 77.56 7,869,662.44
1-2 22,423,822.22 17.20 2,641,865.43 18,387,531.99 9.06 3,677,506.40
2-3 6,256,279.90 4.80 1,865,345.72 7,747,226.96 3.82 3,873,613.48
3 10,444,600.24 8.01 9,839,849.57 19,408,573.65 9.56 10,726,160.41
130,379,468.75 100.00 18,909,799.05 202,936,581.42 100.00 26,146,942.73
111,469,669.70 176,789,638.69
5%(  5%)
31.96%
56.03%
6.3.2
43,042,386.20
18.78%
43,042,386.20
33.01%

3,900

3,900

41



2004

5.5

1-2
2-3

5.5.1

108,087,702.67
17,794,194 .51

3,024,156.40
16,107,793.80

%

74.54 4,717,110.69 42,236,497.62
2,400,386.09 13,579,748.53
2.09 1,512,078.20 7,227,898.24
11.11 16,107,793.80 15,615,931.81

12.26

%

53.69 2,127,895.24
17.27 2,715,949.71
9.19 3,613,949.13
19.85 15,615,931.81

145,013,847.38

120,276,478.60

5.5.2

39,470,550.68
8,834,466.76
1,617,042.29
11,660,722.10

100.00 24,737,368.78 78,660,076.20
54,586,350.31
t b
64.09 1,973,527.54 39,539,087.65 60.41
14.35 60856053 8,244,171.38 12.59
2.62  808,521.14 6,260,035.25  9.56

18.94 11,660,722.10 11,419,900.52

100.00 24.073,725.89

1,976,954.39
1,648,834.28

3,130,017.63

17.44 11,419,900.52

61,582,781.83

100.00 15,051,331.31 65,463,194.80

100.00 18,175,706.82

46,531,450.52

6.4

50.46%

30.97%

47,287,487.98

50(

84.36%

5%)

16,989,869.67

80%

6.3.5

73,177,624 .62

42

19,069,729.48



2004

5.6
(D)
1 7,249,337.36 97.07 47,889,431.11
1-2 60,239.72 0.81 515,995.35
2-3 77,724.76 1.04 17,786.50
3 80,900.02 1.08 350,107.13
7,468,201.86 100.00 48,773,320.09
5%(  5%)
5.7
- 20,622.23
2,573,254.21 9,911,739.42
2,573,254.21 9,932,361.65
74 .09%
5.8
47,182,781.3413,010,803.46 58,591,558.50 13,373,456.82
28,549,262.84 1,460,687.31 27,891,366.93 1,986,035.12
24,089,822.13 3,109,639.89 31,525,233.11  3,666,776.95
133,424,700.09 16,022,203.32  74,113,685.66 13,298,321.96
126,215.43 - 63,107.71 -
2,059,344 .66 149,937.19 1,717,385.99 -
2,293,185.12 - 1,258,891.26 3,584.24
237,725,311.61 33,753,271.17 195,161,229.16 32,328,175.09
203,972,040.44 162,833,054.07
5.9
140,460.00 16,100.00
43,258.86 -
26,815.00 28,024.66
210,533.86 44,124 .66

3.77

43




2004

5.10
5.10.1
28,118,559.40 - 28,118,559.40 27,506,819.40 - 27,506,819.40
170,673,251.37 1,837,414.48 168,835,836.89 132,964,098.49 1,808,033.99 131,156,064.50
10,141,991.20 - 10,141,991.20 10,879,473.71 - 10,879,473.71
86,841,053.44 1,837,414.48 85,003,638.96 53,991,190.321,808,033.99 52,183,156.33
73,690,206.73 - 73,690,206.73 68,093,434.46 - 68,093,434.46
198,791,810.77 1,837,414.48 196,954,396.29 160,470,917.89 1,808,033.99 158,662,883.90
1
118,816 <5% 467,859.40 - 467,859.40
23,958 <5% 67,600.00 - 67,600.00
101,214 <5% 200,000.00 - 200,000.00
4,450,500 <5% 21,285,000.00 - 21,285,000.00
93,544 <5% 220,000.00 - 220,000.00
1,358,830 <5% 3,669,800.00 - 3,669,800.00
181,200 <5% 739,200.00 - 739,200.00
7,500 <5% 7,500.00 - 7,500.00
145,200 <5% 290,400.00 - 290,400.00
551,400 <5% 551,400.00 - 551,400.00
83,538 <5% 303,800.00 - 303,800.00
70,200 <5% 226,000.00 - 226,000.00
102,275  <5% 90,000.00 - 90,000.00
28,118,559.40 - 28,118,559.40
2
) _ -
20 55% 3,681,704.57 -
20 100% 4,383,489.80 -
20 80% 691,869.06 -
20 90% 564,356.34 -
10 65% 526,009.07 -

44



2004

80% 294,562.36 = -
10,141,991.20 z =z
10 33.33% 500,000.00 - 500,000.00
10 33.33% 500,000.00 - 500,000.00
10 33.33% 500,000.00 - 500,000.00
15 14_30% 308,033.99 - 308,033.99
400,000.00 - -
20 30% 1,052,876.00 - -
10 39% 1,513,574.62 - 20,891.42
20 30% 6,357,652.10 - -
15 55% 3,007,846.86 - -
20 100% 3,486,922.82 - -
50% 2,260,086.65 - -
15 20% 991,276.02 - -
15 15.82% 29,140,749.49 - -
15 27% 13,863,996.02 - -
10% 3,974,779.84 - -
10 36% 4,320,000.00 - -
15 90% 2,272,942.55 - -
15 25% 1,766,689.38 - -
20% 6,168,235.27 - -
20 20.768% 2,064,140.27 - -
2,391,251.56 - 8,489.07
86,841,053.44 - 1,837,414.48
96,983,044.64 - 1,837,414.48
738,829.29 10 517,180.50 - 73,882.93 443,297.57
5,992,060.20 10 4,044,640.66 - 4,044,640.66 -
945,202.74 10 398,303.02 376,198.44 94,520.27 679,981.19
377,712.13 10 264,398.50 - 37,771.21 226,627.29
36,703,626.38 82 62,851,412.59 (20,560,994.01) 7,377,213.03 34,913,205.55
37,708,836.94 10 - 37,708,836.94 314,240.31 37,394,596.63
38,887.08 10 17,499.19 17,499.19 2,499.88 32,498.50
68,093,434.46 17,541,540.56 11,944,768.29 73,690,206.73
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2004

5.10.2
26,899,559.40 - 26,899,559.40 26,899,559.40 - 26,899,559.40
503,739,886.83 1,828,925.41 501,910,961.42 296,813,463.691,808,033.99 295,005,429.70
493,761,324.74 - 493,761,324.74 285,791,144.26 - 285,791,144.26
9,978,562.09 1,828,925.41 8,149,636.68 11,022,319.431,808,033.99 9,214,285.44
530,639,446.23 1,828,925.41 528,810,520.82 323,713,023.091,808,033.99 321,904,989.10
1
118,816 5% 467,859.40 - 467,859.40
23,958 5% 67,600.00 - 67,600.00
101,214 5% 200,000.00 - 200,000.00
4,450,500 5%  21,285,000.00 - 21,285,000.00
551,400 5% 551,400.00 - 551,400.00
93,544 5% 220,000.00 - 220,000.00
1,358,830 5% 3,669,800.00 - 3,669,800.00
7,500 5% 7,500.00 - 7,500.00
145,200 5% 290,400.00 - 290,400.00
75,000 5% 140,000.00 - 140,000.00
26,899,559.40 - 26,899,559.40
2
(@)
20 55% 3,681,704.57 - -
20 100% 4,383,489.80 - -
20 80% 691,869.06 - -
20 90% 564,356.34 - -
10 65% 526,009.07 - -
80% 294.562.36 - -
15 90% 11,087,750.58 _ -
80% 10,822,668.92 443,297.57 -
15 70% 3,456,648.06 i }
15 90% 7,549,404.78 - }
15 91.535% 4,592,742.79 679,981.19 -
15 55% 2,216,331.54 - i}
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2004

15
15
15
15
15
15
30

15
20

(

)

60%
67.74%
90%
80%
65%
56%
90%
90%
55%
100%
50%

10
10
10
15

20
10
20

33.33%
33.33%
33.33%
14 .30%

30%

9%
30%

47

2,164,099.04
2,720,775.99
257,035.67
14,719,888.07
3,433,581.83
2,711,795.25
379,528,483.52
29,603,271.17
3,007,846.86
3,486,922.82
2,260,086.65

493,761,324.74

500,000.00
500,000.00
500,000.00
308,033.99
400,000.00
1,052,876.00
360,000.00
6,357,652.10

9,978,562.09

503,739,886.83

226,627.29

72,307,802.18

73,657,708.23

500,000.00
500,000.00
500,000.00
308,033.99

20,891.42

1,828,925.41

73,657,708.23 1,828,925.41




2004

5.11
1,055,000.00 1,055,000.00 1,087,500.00 1,087,500.00
5.11.1
1,000,000.00 1,000,000.00 - - - 1,000,000.00 -
55,000.00 55,000.00 - - - 55,000.00 -
1,055,000.00 1,055,000.00 - - - 1,055,000.00 -
5.12
195,355,834.44 466,197,389.58  20,560,771.98 16,454,406.34 698,568,402.34
76,602,415.73 46,212,080.80 8,588,377.32 4,654,942.61 136,057,816.46
27,867,680.56 96,349,242.10 7,132,149.95 2,356,107.45 133,705,180.06
244,090,569.61 416,060,228.28 22,016,999.35 18,753,241.50 700,921,038.74
57,518,100.25 269,726,199.88 13,543,688.49 12,354,454.74  353,142,443.36
21,377,005.25 45,994,981.69 4,542,245.85 4,515,276.51 76,429,509.30
15,325,517.67 65,313,693.86 3,839,188.02 2,198,204.22 86,676,603.77
63,569,587.83 250,407,487.71 14,246,746.32 14,671,527.03 342,895,348.89
137,837,734.19  196,471,189.70 7,017,083.49 4,099,951.60 345,425,958.98
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2004

180,520,981.78 165,652,740.57 7,770,253.03 4,081,714.47  358,025,689.85
11,198,688.12 71,135,752.20 - - 82,334,440.32
(6,280,000.00) (792,248.84) - - (7,072,248.84)
/C )
4,918,688.12 70,343,503.36 - - 75,262,191.48
126,639,046.07 125,335,437.50 7,017,083.49 4,099,951.60 263,091,518.66
175,602,293.66 95,309,237.21 7,770,253.03 4,081,714.47 282,763,498.37
( 1500 11
573 2018 2404 118 1412 1414 1407
669 1-4 )
7,279
11,293,419.35
5.13

1,147,306.00 1,147,306.00 - - -

564,108.84 564,108.84 - - -

CLP 5,751,316.83 5,751,316.83 - - -

1240 - - 304,591.43 249,531.43 55,060.00

00 - - 515,702.57 - 515,702.57

- - 2,945,913.72 -2,945,913.72

986,251.50 986,251.50 6,086,661.51 354,936.195,731,725.32

8,448,983.17 8,448,983.17 9,852,869.23 604,467.629,248,401.61
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2004

21,378,933.82
11,293,419.35 11,489,400.53

5.14

232,375,913.19 19,324,795.33211,175,086.00 52,579,214.62 177,920,666.71

20,161,268.51 15,120,951.38 - 2,016,126.85 13,104,824.53
1,200,000.00 820,000.00 - 120,000.00 700,000.00
200,000.00 56,699.50 - 20,000.04 36,699.46
6,011,849.05 - 6,011,849.05 500,987.42 5,510,861.63
926,542.40 816,851.30 9,413.73 27,314.16 798,950.87

36,139,297.51217,196,348.78 55,263,643.09 198,072,003.20

4.48
10 73,855
5
103,421
5.15
344,188.91 - 114,729.60 229,459.31
- 5,430,000.00 120,000.00 5,310,000.00
683,903.83 - 579,060.97 104,842.86
1,028,092.74 5,430,000.00 813,790.57 5,644,302.17
4.49
5.16
87,050,000.00 26,450,000.00
307,670,000.00 441,795,000.00
134,000,000.00 154,635,000.00
72,790,000.00 65,330,000.00

601,510,000.00 688,210,000.00
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2004

9,730
1,000

200

1500 11
1407

3,900
5.17
5.18
5.19
5.20

12,787

7,279

573 2018
669 1-4
9,500

610,000.00

S% S%

164,705,128.04

50 ( 5%)

14,401,387.23

50 ( 5%)

3,010,692.28
344,220.34
3,354,912.62

51

118

1,290

1,427,980.00

149,960,881.64

14,623,706.77

2,749,402.33
61,696.58
2,811,098.91

1414



2004

5.21

188,228.65
(7,829,247 ..55)
103,146.36
9,967,145.94
166,894.42

139,712.27

2,735,880.09

60,675,855.75

5.22

76,835,512.84

5% ( 5%)

5.23

10,225.89
220,000.00

230,225.89

5.24

1,020,000.00

5.25

1,489,984._87

1,489,984.87

52

1,011,268.48
(60,946,811.04)
(4,688.00)
986,267.33
462,844.58
340,906.00
210,236.99
(57,939,975.66)

52,877,827.71

67,427.45

75,000.00
142,427.45

7,776,000.00

3,428,279.01
1,875,000.00
5,303,279.01



2004

5.26
00 - 1,274,389.76
- 500,000.00
019-86 - 317,997.48
1,626,944.32 3,649,813.42
1,626,944.32 5,742,200.66
5.27
1,197,067.41 617,534.78
5.28
1 133,682,406.00 116,245,570.00
2 9,785,315.00 8,508,970.00
3 23,651,804.00 20,566,786.00
4 17,192,500.00 14,950,000. 00
184,312,025.00 160,271,326.00
1 A
20,631,002.00 17,940,002.00
2 ¢
N 243,943,750.00 212,125,000.00
264,574,752.00 230,065,002.00
448,886,777.00 390,336,328.00
1
2003 390,336,328
10 1.5 2003

58,550,449
2004 7 13
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2004

2004 1722

5.29

5.30

5.31

5.32

306,483,640.81
2,700,455.10
533,150.09
73,897,419.68
383,614,665.68

13,903,027.12
10,717,606.50
24,620,633.62

5,147,603.01
1,925,634.46
7,073,237._47
3,767,743.02
1,158,003.22
11,998,983.71
7,342,037.09
4,146,121.13
510,825.49

(311,885.03)

54

370,359,771.18
1,350,227.55
134,150.09
70,131,965.86
441,976,114.68

7,145,239.23
7,145,239.27
14,290,478.50

991,046.43
5,214,608.62

4,223,562.19

14,595,602.55
1,130,448.75

11,502,489.11
2,214,625.82
2,214,625.82
7,073,237.47

(325,903.02)



2004

5.33

5.33.1

5.33.2

5.34
5.34.1

5.34.2

21.00%

46,881
12,096
20,518
12,069

2,811

4,175
1,075
99,625

15,928

41,652
8,702
19,902
10,941
2,559

3,892
558
88,206

14,074

55

64,168
5,729
7,227
5,747
2,118
1,094

597
86,680
20,924

20,693

56,693
4,282
7,009
4,782
2,062

447

324
75,599

18,417




2004

5.35

5.37

5.38
5.38.1

6,116.36

278,455.03
1,440,892.00
665,798.00
15,074.07
2,400,219.10

14,332,872.11 13,206,227.79 1,126,644.32
12,156,589.12 1,338,337.33 10,818,251.79
3,421,218.71 165,250.02 3,255,968.69
5,204,863.32 2,647,400.03 2,557,463.29

748,925.11
719,702.51
325,842.92
7,270.65
1,801,741.19

12,513,846.72 11,463,132
9,313,957.71 2,543,886
2,810,353.48 306,147
6,780,237.06 2,691,828

.17 1,050,714.55
.14 6,770,071.57
.70 2,504,205.78
.77 4,088,408.29

35,115,543.26 17,357,215.17 17,758,328.09

31,418,394.97 17,004,994

.78 14,413,400.19

30,807,907.18

4,793,676.70

26,014,230.48

/ 451,581.83
1,192,358.79

27,658,171.10

36,333,778.70
2,324,503.39
34,009,275.31
68,127.75
1,004,568.89
35,081,971.95

92,464.86
750,000.00
11,195,401.27
(1,257,738.28)
63,523,713.20
(52,941.06)

128,354.99
6,566,919.74
(299,055.24)

10,587,686.39

949,144.61

74,250,899.99

17,933,050.49

3.14

56

80%



2004

5.38.2

5.39

5.40

5.41

34,744 .86
750,000.00

62,942,533.83

91,972.23

10,127,668.47

534,228.91 10,587,686.39
(8,197,230.79) (9,147,948.93)
(32,528.81) 949,144.61

3.44
6,371.09

1,178,028.00

547,000.00
23,156.00

1,748,184.00

29,478,656.00
3,753,853.95
94,738.08
384,836.24
33,712,084.27

633,559.50
65,041.08
1,000.00
(6,280,000.00)
20,392.88
(5,560,006.54)

57

56,031,748.00 12,608,522.77

283,279.00
2,077,099.66

157,797.50

2,518,176.16

52,082,326.00
1,406,698.31
79,438.26
45,148.90
53,613,611.47

10,414,033.15
550,054.21
109,717.99
30,500.00
250,158.35
11,354,463.70



2004

5.42
5.42.1

DA

5.43

5.43.1
80%

9,176,267.12
5,127,789.37
2,333,814.99
6,523,198.91
16,902,183.70
3,594,376.36
5,398,574.79
4,742,190.77
3,998,116.91
8,254,141.63
2,220,125.20
2,030,977.63
2,456,165.19

72,757,922.57

13,003.40
5,640.42

316.20
3,234.66
3,812.12

9,919.28

58

8,860,905.09
3,567,955.71
3,209,259.07
3,671,237.00
3,577,576.73
3,646,114.03
3,965,067.05
2,952,056.06
4,795,323.67

1,226,880.00
1,410,924.72
40,883,299.13

2004 12

9,243.26
5,765.27

312.27
3,165.72

10,025.20



2004

8,239.94
1,679.34

12,096.00
3,333.60
62.07
38.10
23.97

5.43.2 2004 6

7,799.07
5,255.87
294 .66
1,259.34
987.00
2.20

4,669.23
4,669.23

2,811.44
250.37
0.51

o

.5

[N

59

8,375.27
1,649.93

11,457.13
2,847.81
8.10
7.74
0.35

6,128.20
3,465.48
294 .66
1,370.26
997.80

2,998.86
2,998.86

2,118.47
30.76
7.88
2.74
5.14



2004

5.44
/C ) 48,641,050.06 10,587,686.39
22,566,357.60 41,668,292.85
6,280,000.00 8,727,473.46
2,153,228.29 2,646,891.22
/C ) 2,070,459.52 856,644.10
81,711,095.47 64,486,988.02
26.71%
80% 4,679.02
6
6.1
6.1.1
6.1.2 ( )
(@D)
55.00 55.00
200.00 200.00
$100.00 $100.00
460.00 460.00
80.00 80.00
50.00 50.00

60



2004

6.1.3 ( )
- _ /() -
_ - % - % _h
49.50 90 - - 49.50 90
160.00 80 - - 160.00 80
316.50 55 - - 316.50 55
460.00 100 - - 460.00 100
52.00 65 - - 52.00 65
40.00 80 - - 40.00 80
6.2
6.3
6.3.1 : "
10
73,855 2004
1027 8,957.90
[ 2004 280 ]
2004 6 22
8,957.90
2003 2004 6 11

6.3.2 ¢

61



2004

6.3.3

6.3.4

DZ040456070
9,341.62

2004

62

18,911

56.03 90
50%
DZ040211020 2003 255
21,012.2 90 18,911
2004 2004 9 29
1,489,984.87
3,333,279.00 1994
80%
2004 11 29
80%
9,341.62
11,677.02 80%
2004 11 30
12 31
50%
6,116.36

4,679.02



2004

5.44
5.43.1
6.3.5
«C ) 19,711 19,711
13 13
35.4 35.4
10.4 10.4
508 508
7,369.6  7,523.4
- 668
6,980.8  6,332.6
6.4
«C ) 1,459,269.79
3,946,185.99
13,043,683.68
1,970,216.27
6.5
2004
2003 111.28 2004
19 2003 18
7
7.1 2004 3 3,000
9 6 2004 176
10 2,830

2004-029

63

237.20
0.6
1.9
0.5
9.5

185.3

157.9

1,459,269.79
1,538,204.93
10,628,208.20
6,559,787.28
1,970,216.27

239.96

2004



2004

2004

2004
2004 12
7.2 2004 12
7.2.1
2004 6
7.2.2
540
7.2.3
8
2004 12 31
9

9.1
3 25 1,000

9.2 2005 1 1

8,400

10
10.1

10 11

176

2004 109

2004

11

2004 7 2005 6

2006 3 22
Dirkopp Adler AG

13,220

64

2004 9 15
10 22
259,010,000.00
7,812
26,441
2005



2004

2004 6 25 1,613.74

1500 1,341.62
10.2 ¢ " 90
2006 6 21 “ ”
90
2004 010 3,605.32
3,244.78
2003

2004 4 19 2004 6 25

2004 7 26
53.4
5.44
5.43.2
10.3
" 3,000
2,930
2,241.45
10.4
10.4.1 2004 6 4 2004 412
13,204,914
3.38 3.878
51,212,102

2006 7 1

65



2004

10.4.2

390,336,328
10.5
10.6
10.7 2004
2004 11
2004 835
2004 11
1,700
2005

66

2003
10 1.5 58,550,449
448,886,777 383,425,665.68
2003 2004 7 13
2004 1722
26.40%
2006 3 23
2005 350
2004
“ " 2006 2 7
10 29 FAG Kugelfischer AG “ FAG”
FAG Diirkopp Adler AG “ DA” 94.98%
2004 10 12
1 2004 2403
DA
2004 12 21
1,000 1,700
25 DA
B
22 2006 3 25 1,000
DA
530 DA 500



2004

400

11.

12

854,813

2,115
393
857,321

67

1,817
(14)

2,115
150

3,768



2004

N

68

00



2004 12 31
5.1 545,965,518.03 635,610,284.65 325,701,535.51 526,656,348.43
5.2 29,687,059.43 410,620.00 28,698,982.61 410,620.00
5.3 2,577,432.58 90,223,932.20 840,000.00 71,193,240.07
68,109.70 5,429,149.82 4,436,795.87 918,822.60
5.4 180,997,765.43 278,105,085.79 111,469,669.70 176,789,638.69
5.5 120,276,478.60 54,586,350.31 46,531,450.52 47,287,487.98
5.6 7,468,201.86 48,773,320.09 1,947,039.99 7,098,594.95
5.7 2,573,254.21 9,932,361.65
5.8 203,972,040.44 162,833,054.07 138,639,753.53 101,281,097.38
5.9 210,533.86 44,124.66
1,093,796,394.14 | 1,285,948,283.24 658,265,227.73 931,635,850.10
5.10 196,954,396.29 158,662,883.90 528,810,520.82 321,904,989.10
5.11 1,055,000.00 1,087,500.00 1,000,000.00 1,000,000.00
198,009,396.29 1509,750,383.90 529,810,520.82 322,904,989.10
73,690,206.73 68,093,434.46
73,690,206.73 68,093,434.46
5.12 700,921,038.74 698,568,402.34 555,776,592.33 542,908,247.36
342,895,348.89 353,142,443.36 292,906,159.99 272,852,734.19
358,025,689.85 345,425,958.93 262,870,432.34 270,055,513.17
75,262,191.48 82,334,440.32 75,111,879.85 81,391,879.85
282,763,498.37 263,091,518.66 187,758,552.49 188,663,633.32
5.13 8,448,983.17 9,248,401.61 1,342,557.50 922,127.00
291,212,481.54 272,339,920.27 189,101,109.99 189,585,760.32
5.14 198,072,003.20 36,139,297.51 110,176,733.07 23,873,542.25
5.15 5,644,302.17 1,028,092.74 4,680,000.00
203,716,305.37 37,167,390.25 114,856,733.07 23,873,542.25
1,786,734,577.34 | 1,755205977.66 |  1,492,033591.61 |  1,468,000,141.77




5.16 601,510,000.00 688,210,000.00 465,020,000.00 437,520,000.00
517 610,000.00 1,427,980.00 610,000.00 28,266,568.58
5.18 164,705,128.04 149,960,881.64 83,866,218.62 65,932,674.34
5.19 14,401,387.23 14,623,706.77 2,163,352.10 3,771,749.90

7,030,945,01 4,151,267.77

495,143.76 1,804,870.02
5.20 3,354,912.62 2,811,098.91 1,532,818.86 1,532,818.86
521 2,735,880.09 (57,939,975.66) (212,108.93) (190,229.36)
54,050.43 767,554.02 169.23 733,280.73
522 76,835,512.84 52,877,827.71 81,945,704.49 76,743,234.98

5.23 230,225.89 142,427.45
5.24 1,020,000.00 7,776,000.00 400,000.00 400,000.00
872,983,185.91 866,613,638.63 635,326,154.37 614,710,107.03

5.25 1,489,984.87 5,303,279.01
5.26 1,626,944.32 5,742,200.66 1,474,782.00 1,474,782.00
3,116,929.19 11,045,479.67 1,474,782.00 1,474,782.00

5.27 1,197,067.41 617,534.78
877,297,182.51 878,276,653.08 636,800,936.37 616,184,889.03

52,116,378.07 23,579,068.95
5.28 448,886,777.00 390,336,328.00 448,886,777.00 390,336,328.00
5.29 383,614,665.68 441,976,114.68 383,614,665.68 441,976,114.68
5.30 24,620,633.62 14,290,478.50 4,546,242.52 3,900,562.02
10,717,606.50 7,145,239.27 2,273,121.26 1,950,281.01

5.32 (311,885.03) (325,903.02)
531 510,825.49 7,073,237.47 18,184,970.04 15,602,248.04
857,321,016.76 853,350,255.63 855,232,655.24 851,815,252.74
1,786,734,577.34 | 1,755205977.66 |  1,492,033591.61 |  1,468,000,141.77




2004

533 | 996,246,688.32 866,798,366.22 159,280,966.67 206,928,005.95
534 | 882,059,263.40 755,986,456.20 140,742,918.78 184,166,965.74
535 2,400,219.10 1,801,741.19
111,787,205.82 109,010,168.83 18,538,047.89 22,761,040.21
5.36 17,758,328.09 14,413,400.19 5,431,428.77 6,471,490.99
36,496,343.49 28,529,753.48 6,546,019.34 4,793,490.84
157,151,050.82 102,490,323.93 56,447,442.88 34,720,222.89
537 27,658,171.10 35,081,971.95 19,808,711.82 27,518,673.57
(91,760,031.50) (42,678,480.34) (58,832,697.38) (37,799,856.10)
5.38 74,250,899.99 17,933,050.49 56,031,748.00 12,608,522.77
5.39 1,748,184.00 2,518,176.16 23,156.00 28,656.00
5.40 33,712,084.27 53,613,611.47 242,220.61 49,732,578.49
541 (5,560,006.54) 11,354,463.70 (5,763,975.27) 10,324,537.26
23,511,143.30 20,031,894.08 3,228,402.50 14,245,363.90
13,029,329.67 5,015,744.27
6,700,052.63 779,625.50
(14,017.98) 359,078.24
3,767,743.02 14,595,602.55 3,228,402.50 14,245,363.90
7,073,237.47 (4,223,562.19) 15,602,248.04 4,205,956.92
1,158,003.22 1,130,448.75
11,998,983.71 11,502,489.11 18,830,650.54 18,451,320.82
7,342,037.09 2,214,625.82 322,840.25 1,424,536.39
4,146,121.13 2,214,625.82 322,840.25 1,424,536.39
510,825.49 7,073,237.47 18,184,970.04 15,602,248.04
510,825.49 7,073,237.47 18,184,970.04 15,602,248.04

ol |lw N |PF




2004

1,130,477,876.98 164,272,647.87
109,109,604.22 297,355.05
7,770,553.87 32,122,516.38
1,247,358,035.07 196,692,519.30
1,003,027,155.58 197,862,914.93
127,849,922.52 41,364,018.94
27,805,691.93 4,629,471.93
72,757,922.57 47,972,171.19
1,231,440,692.60 291,828,576.99
15,917,342.47 (95,136,057.69)
156,782,035.52 104,997,880.00
13,452,172.00 957,212.25
37,937,393.69 365,361.71
208,171,601.21 106,320,453.96
76,710,773.87 100,200,000.00
125,636,923.95 108,729,210.58
202,347,697.82 208,929,210.58
5,823,903.39 (102,608,756.62)
861,231,680.00 713,020,000.00
861,231,680.00 713,020,000.00
932,882,840.00 685,520,000.00
39,283,270.64 30,612,145.23
972,166,110.64 716,132,145.23
(110,934,430.64) (3,112,145.23)




(451,581.84) (97,853.38)

(89,644,766.62) (200,954,812.92)

( o 3,767,744.02 3,228,402.50
( 6,700,052.63
(14,017.98)

(331,704.97) 1,294,758.76

35,652,979.19 23,898,161.68

5,256,049.00 3,275,809.18

813,790.57 120,000.00
(792,698.22)
912,618.47

(30,967,157.09) 508,119.66

39,020,578.59 30,612,145.23

( (72,904,769.88) (56,031,748.00)
( : (38,002.14)

( : (38,025,320.34) (36,673,885.26)

120,415,554.81 (41,311,970.75)

(53,576,390.15) (24,055,850.69)

15,917,342.47 (95,136,057.69)

545,965,518.03 325,701,535.51

635,610,284.65 526,656,348.43

(89,644,766.62) (200,954,812.92)
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Chapter I. Important Note

1. The Board of Directors and all the directors as individuals guarantee that there are no
important omissions, false statements or vital misunderstanding in this report; and hold both
individual and joint liability for the authenticity, accuracy and integrity of its contents.

2. All the members of the Board of Directors attend the meeting of BOD.

3. Shanghai Zhonghua Certified Public Accountants expressed an independent, clean audit
opinion on the Company’ s statements for the year 2004 base in their audit.

4. As particular emphasis, Chairman of BOD & CEO Mr. Zhang Min, Vice Chairman of BOD
& CFO Mr. Ma Minliang and Accounting Chief Ms. Xu Xiaohui make the pledge for the
authenticity and integrity of the attached financial statements.



Chapter I1. Basic Information about the Company

1. Lega name of the Company: SGSB GROUP CO., LTD.
(Abbreviated as SGSB)

2. Lega representative of the Company: Zhang Min

3. Secretary to Board of Directors: Zhang Yifeng
Contact address; 12" floor, Orient Mansion, No. 1500 Century Avenue, Pu Dong New
Area, Shanghai, PRC
Tdl: 86-21-6840 7515
Fax: 86-21-6330 2939
E-mail: zyf @sgsbgroup.com
Designated representative of stock affairs. Gu Genrong
Contact address; 12" floor, Orient Mansion, No. 1500 Century Avenue, Pu Dong New
Area, Shanghai, PRC
Tel: 86-21-6840 7700 - 617
Fax: 86-21-6330 2939
E-mail: ggr @sgsbgroup.com

4. Legal registered address of the Company:
1201 Luoshan Road, Pu Dong New Area, Shanghai, PRC
Office address; 12" floor, Orient Mansion, No. 1500 Century Avenue, Pu Dong New Area,
Shanghai, 200122, PRC
Official Website: http://www.sgsbgroup.com
E-mail address: sgsh@sgsbgroup.com

5. Designated newspaper for information release: <Shanghai Securities News> and <Hong
Kong Commercial Daily>
Internet login designated by China Securities Regulatory Committee to carry the
Company’s annual report: http://www.sse.com.cn
Place for consulting the Company’s annual report; General Office of the Company

6. Authorized stock exchange: Shangha Stock Exchange
A shares stock code 600843, abbreviated as SGSB
B shares stock code 900924, abbreviated as SGC

7. Other information:
(1) First-timeregister date: December 16, 1993
Register institution: Shanghai Municipal Industrial and Commercial Admin.
Latest register variation date: February 7, 2005
Latest variation institution: Shanghai Municipal Industrial and Commercial Admin.



(2) Business license registration code: QGHZZ019029
(3) Tax registration code: GSHZ31011532210544

8. Public accountants contracted by the Company
Domestic auditor: Shanghai Zhonghua Certified Public Accountants
12F, 550 Yan' an Road (E), Shanghai
International auditor: BDO Internationa Certified Public Accountants
12F, 550 Yan' an Road (E), Shanghai

9. Advisor onlegal affairs. Shanghai Zhendan Law Office
16/F, 1688 Sichuan Road (N), Shanghai



Chapter I11.  Financial and Business Highlights

1. Business highlightsduring report year:

RMB'
Total profit 23,511,143.30
Net profit 3,767,743.02
Net profit after non-recurrent account profit/loss -77,943,352.45
Principal operating profit 111,787,205.82
Other operating profit 17,758,328.09
Administrative profit -91,760,031.50
Investment income 74,250,899.99
Subsidies 1,748,184.00
Non-operating net balance of payment 39,272,090.81
Net cash flows generated from business operations 15,917,342.47
Net increase in cash and cash equivalents -89,644,766.62

2. The impact of IFRS adjustments on the PRC Satutory Financial Satements as

following:
RMB’000
Net profit Shareholders' equity
Current term Anterior term Beginningsum  Ending sum
As per the PRC statutory financial 3,768 14,596 859,868 857,321
Statements
IFRS adjustments
- Recognize loss 14 -359
- Elimination of unrealized
gaing/loss on transaction to 150 -543 -543 -393
associates
- Write off of capitalized 294
expenses
- Write off of long-term prepaid 2115 2,115
expenses
Asrestated after IFRS 1,817 13,988 859,325 854,813
adjustments

3. Deducted terms of non-recurrent account profit/loss:

RMB’
Subsidies 2,153,228.29
Non-operating income after depreciation provision of assets 73,277,867.18
Reverse of anterior depreciation provision 6,280,000.00



Total

81,711,095.47

4. The Company’s main accounting data and financial index in the last three years

(combined statements):

Item 2004 2003 Increase/

Decrease
(%)

Principal operating income 996,246,688.32  866,798,366.22  866,798,366.22 14.93

Total profit 23,511,143.30 20,031,894.08 20,031,894.08 17.37

Net profit 3,767,743.02 14,595,602.55 14,595,602.55 -74.19

Net profit after non-recurrent account -77,94335245  -49,891,385.47  -49,891,385.47 -56.23

profit/loss

Total assets 1,786,734,577.34  1,755,205,977.66  1,735,205,977.66 1.80

Shareholders’  equity  (minority  go7 501 1676 853,350,255.63  859,868,516.39 047

interest excluded)

Net cash flows generasted from 15017,34247 4196300697 -41,96300697  137.93

operating activities

Earning per share (diluted) 0.0084 0.0374 0.0374 -77.55

Latest earning per share 0.0084

Return on net assets (diluted, %) 0.4395 1.7104 1.6974 -74.31

Return on net assets  after

non-recurrent  account  profit/loss -9.09 -5.8465 -5.8022 -55.50

(diluted, %)

Net cash flows per share generated 0.0355 -0.1075 01075 13302

from operating activities

Earning per share (weighted) 0.0084 0.0521 0.0489 -82.82

EPS after non-recurrent account

profitloss (dil ted) -0.17 -0.1278 -0.1278 -35.85

EPS after non-recurrent account

profit/loss (weighted) -0.17 -0.1670 -0.1670 -3.95

Return on net assets (weighted, %) 0.4404 2.5869 2.6202 -83.19

Return on net assets (weighted

average after non-recurrent gain/loss, -9.1102 -9.0626 -8.9565 -0.53

%)

Net assets value per share 1.9099 2.1862 2.2029 -12.64

Adjusted net assets value per share 1.8955 2.1612 21779 -12.29

RMB’
2002

875,299,752.11
18,050,349.19
13,161,566.40

5,927,894.46

1,354,455,716.34
514,991,748.36

28,288,880.82

0.0521

2.5557
1.1511
0.1121

0.0521
0.0235

2.5850

1.1643

2.0398
2.0088

5. Return on net assets and earning per sharein report year (calculations following the
Circular by China Securities Regulatory Committee N0.9 Rules of Information

Release for Public Listed Companies)

Item Return on Net Assets (%)

Diluted Weighted
Principal operating profit 13.04 13.07
Administrative profit -10.70 -10.73
Net profit 0.439 0.440
Net _pr0f|t after non-recurrent Account -9.09 911
profit/loss

6. Changesin shareholders equity:

RMB’

Earning per Share (RMB)

Diluted
0.25
-0.20
0.01

-0.17

Weighted
0.25

-0.20

0.01

-0.17

RMB’



Item

Opening
amount
Current
increase
Current
decrease
Ending
amount
Reasons

Share Capital

390,336,328.00

58,550,449.00

448,886,777.00

Increase for the
capitalization of
reserve funds

Capital Reserve

441,976,114.68
189,000.00
58,550,449.00

383,614,665.68
Decrease for
capitalization of
reserve funds

Statutory
Surplus
Reserve Fund

14,290,478.50
11,488,158.22
1,158,003.10

24,620,633.62

Increase for
current-year
amortization,
decrease for the
shrink of
consolidated
scope

Statutory Public
Welfare Fund

4,146,121.13
4,146,121.13
573,753.90

10,717,606.50

Increase for
current-year
amortization,
decrease for the
shrink of
consolidated
scope

Profits
Undistributed

7,073,237.47

6,556,411.98

510,825.49

Negative
current-year
profits after
statutory capital
reserve and
welfare funds

Total
Shareholders’
Equity

853,350,255.63
70,241,625.21
66,270,864.08

857,321,016.76

Absorption of
current-year
profits



Chapter 1. Variation of Sock Capital and

I nformation about Shareholders

1. Variation of share capital:

(1) Changesin share capital (as of December 31, 2004):

Before current Increase/decrease in the report period After current

variation Ration  Bonus Shares by Enlarged Others Total variation
shares  shares  pnyblic reserve issuance

Non-floating shares
1. Founders' shares
Including:
State-owned shares 124,754,540 18,713,181 18,713,181 143,467,721
Shares owned by
domestic legal 20,566,786 3,085,018 3,085,018 23,651,804
persons
Shares owned by
foreign legal persons
2. Collected lega
person shares
3. Shares for staff 14,950,000 2,242,500 2,242,500 17,192,500
4. Non-floating B
shares
A nonfloaing 10,000,000 -100,000,000  ~100,000,000 0
Floating shares 260,271,326 24,040,699 -100,000,000 -75,959,301 184,312,025
1. Floating A shares
2. B shares 17,940,002 2,691,000 2,691,000 20,631,002
gbrozjshares Issued 112,125,000 31,818,750 100,000,000 131,818,750 243,943,750
4. Others
Total floating shares
» Total stock 130,065,002 34,509,750 100,000,000 134,509,750 264,574,752

(2) Issuance and listing of shares:

Classification Date of issuance Issuance price per Issued volume of shares Date of listing
share (RMB’)
B shares 07/11/2003 3.54/US$0.428 100,000,000 13/05/2004

(3) Explanation for the variation of share capital and share structure:

During report year, by approval of China Securities Regulatory Committee in its Circular
ZJFXZ(2003) No. 133, the 100,000,000 B shares issued by the Company to elected
foreign ingtitutional investors have been put into circulation on May 13, 2004. (Details
reference to <Shanghai Security News> Page 28 and <Hong Kong Commercia Daily>
Page B2 dated May 10, 2004.)

During report year, the Company’s No.1 shareholder Shanghai Light Industry Holding
(Group) Company transferred part of SGSB’s state-owned shares (amounted 13,204,914
shares) to China Orient Assets Management Co., Ltd. On July 1, 2004, both parties
completed al stock transfer procedures through China Securities Depository & Clearing
Co., Ltd. Shanghai Sub-company.

The Company set respectively July 16, and July 19, 2004 as register date and ex-right
date of its A shares (for B shares, July 21 as register date and July 16 as last listing date)
and executed the resolution of Shanggong’'s 2003 Annual General Meeting of
Shareholders, which agreed to capitalize reserve fund at ratio of 1.5:10 on basis of its



total 390,336,328 shares. As a result, the company’s stock capital increased to
448,886,777 shares. (Details reference to <Shanghai Security News> P.C7 and <Hong
Kong Commercia Daily> P.B4 dated July 13, 2004.)

2. Information about shareholders:
(1) End-of-year number of shareholders:
As of December 31, 2004, the number of SGSB'’s registered shareholders totaled 30,557,

among whom 11,240 were A stock shareholders and 19,317 as B stock shareholders.

(2) Top ten shareholders (as of December 31, 2004):

Sharehol der Increase Quantity as Proportion Category Quantity in Classification
/decrease of Dec. 31, (%) pawn or
2003 frozen

1. Shanghai Light Industry 2,251,184 118,496,754 26.40 Non-floating No State-owned

Holding (Group) Company

2. Shanghai International Trust 3,085,018 23,651,804 5.27 Non-floating State-owned

and Investment Company legal person

3. Honour Force Investments -7,324,874 20,712,467 461 Floating Unknown Foreign

Ltd. investor

4. China Orient Assets 15,185,651 15,185,651 3.38 Floating No State-owned

Management Co., Ltd.

5. Main Force Assets Limited 1,650,000 12,650,000 2.82 Floating Unknown Foreign
investor

6. Mesabi Assets Limited 1,575,000 12,075,000 2.69 Floating Unknown Foreign
investor

7. Shanghai Industrial Assets 1,395,000 10,695,000 2.38 Floating Unknown Foreign

Management Co., Ltd. (HK) investor

8. Normal Win Assets Limited -2,093,475 9,906,525 221 Floating Foreign
investor

9. China Great Wall Assets 1,276,346 9,785,316 218 Non-floating Unknown State-owned

Management Co., Ltd.

10. Shenyin & Wanguo -10,810,641 8,689,359 1.94 Floating Unknown Foreign

Securities (HK) Co., Ltd. investor

Relevant transaction relationship between the main shareholders and explanation for
concerted actions:

It is unknown by the Company that exists any relevant transaction relationship between
SGSB'’s top ten shareholders, nor can any shareholders be considered as Concerted Parties
according to the definition set in <Administrative Regulations Guiding the Information
Release on Stock Variation of Listed Companies>.

There is only one shareholder, which is Shanghai Light Industry Holding (Group) Company,
takes more than 10% of the Company’s stock equity under the authorization to represent the
government to hold state-owned shares.

(3) Profile of the holding shareholder and real controller of the Company:
About the holding shareholder
Company Name: Shanghai Light Industry Holding (Group) Company
Legal representative: Lv Yongjie
Registered capital: RMB 3,653,300,000
Date of foundation: December 27, 1995
Business scope: the operation and management of state-owned assets within the authorized
range and extent by Shanghai Municipal Administration Commission for State-owned Assets,
industrial investment and domestic trade



Variation of holding shareholder and real controller of the Company
Current holding shareholder: Shanghai Pudong New Area State-owned Assets Admin. Office
Current real controller’s representative: Wang Jiazhen
Date of variation: October 18, 2004
Significant variation announcement press. <Shanghai Securities News> and <Hong Kong
Commercia Daily>
Date of announcement: October 20, 2004
According to the principle “Combining the efforts of both municipality and district
governments, seizing the administration of large-scaled enterprises and liberalizing medium
& small-scaled ones’ set down by Shanghai Municipal CCP Committee and Government,
Shanghai Light Industry Holding Group Company has transferred gratuitously al the SGSB
stock it holds to Shanghai Pudong New Area State-owned Assets Administration Office,
whose legal representative names Wang Jiazhen and main business scope covers the
state-owned assets administration entrusted by Pudong New Area People’'s Government.  On
October 18, 2004, both sides signed the agreement of stock transference, and the related
procedures are under operation.

Relationship of the holding shareholder and rea controller:
During report year, Shanghai Light Industry Holding Group Company is the real controller of
SGSB and the framework of assets and property rights as following,

Shanghai Light Industry Holding Group Company

26.40‘Vi

SGSB Group Co., Ltd.

(4) Other lega-person stock shareholders who take individually more than 10% stock equity
of the Company:

As at the end of report year, none of other shareholders takes more than 10% in total stock

equity of the Company.

(5) Top ten floating stock shareholders (as of December 31, 2004):

No. Shareholder Quantity at end of Classification
report year

1  Honour Force Investments Limited 20,712,467 B shares
2  Main Forces Assets Limited 12,650,000 B shares
3  Mesabi Assets Limited 12,075,000 B shares
4  Shanghai Industrial Assets Management Co., Ltd. 10,695,000 B shares
5  Normal Winassets Limited 9,906,525 B shares
6  Shenyin Wanguo Nominees (H.K.) Ltd. 8,689,359 B shares
7  Weiyalnternational Industrial Co., Ltd. 3,996,890 B shares
8  Naito Securities Co., Ltd. 3,393,743 B shares
9  WangJinling 2,607,200 B shares
10 Guomeng Investment Group Co., Ltd. 1,752,500 B shares

It is unknown by the Company that exists any relevant transaction relationship between SGSB’s
top ten shareholders and top ten floating shareholders, nor can any shareholders be considered as
Concerted Parties according to the definition set in <Administrative Regulations Guiding the
Information Release on Stock Variation of Listed Companies>.

10



Chapter V.

1. Managerial team of the Company

(1) Brief information about managerial team

Name

Zhang Min

MaMinliang

Wang Lixi
Zhang
Zongming

Fel Fangyu
Liu Rende

Liu Xiangdong
Wang Zhile
Jia Chunrong
Shen Yibo

He Zhongyuan
Zhuge Huiling
Wang Jie

Zhang
Hengliang

Chen Minggi
Jiang Jinrong
Chen Changbao
Xu Xiaohui

Zhang Yifeng

Senior Managerial Personnel and Saff

Position

Chairman & CEO

Vice-Chairman &
CFO

Exe. Director
General Manager
Exe. Director

Independent
Director
Independent
Director
Independent
Director
Independent
Director
Director

Director

Supervisory
Chairman
Supervisor

Supervisor

Deputy General
Manage

Deputy General
Manager
Deputy General
Manager
Deputy General
Manager

Chief Accountant

Secretary of BOD

Sex  Age
M 42
M 48
M 45
F 47
M 56
M 59
M 54
M 56
M 56
M 39
M 55
F 36
M 45
M 58
M 50
M 50
M 49
F 51
M 54

Term of Office

30.07.2004-20.0
5.2006

30.07.2004-20.0
5.2006

20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
12.11.2004-20.0
5.2006
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
12.11.2004-20.0
5.2006
20.05.2003-20.0
5.2006
12.11.2003-20.0
5.2006
20.05.2003-20.0
5.2006

24.06.2004-20.0
5.2006
20.05.2003-21.0
1.2005
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006
20.05.2003-20.0
5.2006

Quantity of holding

shares
Opening  Ending
0 11,500
B shares
0 3,450
3,450 3,968
575 661
2,990 3,439
0 0
0 0
0 0
0 0
0 0
5,865 6,745
0 0
0 0
5,290 6,083
1,725 1,984
0 0
0 0
0 0
2,748 3,161

| nfor mation about Directors, Supervisors,

Variation cause

Taking from open
exchange and stock
expansion by capital
reserve
Taking from open
exchange and stock
expansion by capital
reserve
Stock expansion by
capital reserve
Taking from open
exchange
Stock expansion by
capital reserve

Stock expansion by
capital reserve

Stock expansion by
capital reserve

Stock expansion by
capital reserve

(2) Directorsand Supervisors concurrent position in the Company’ s shareholder ingtitutions:

Name

Jia Chunrong

Shareholder

Management Co.

Shanghai Shangtou Investment

Position

General Manager

Term of Office

Subsidy paid
or not

Aug. 2003 up to the Yes

present



ShenYibo China Great Wall Assets Director, Assets Feb. 2001 up to the Yes

Management Co. Shanghai Branch Operation No1. present
Division

(3) Working profile of Directors, Supervisors and senior management personnel

®

Zhang Min, once held successively the posts of Assistant to General Manager in Shanghai
Refrigerator Compressor Co., Ltd., General Manager of Shanghai Zunussi Electromeccanica
Co., Ltd., Deputy Secretary of CCP Committee, General Manager, Vice Chairman and
Chairman of Shanghai SMPIC Corporation. Currently as Secretary of CCP Committee,
Chairman and CEO of SGSB.

Ma Minliang, once held successively the posts of Secretary of CCP Committee and General
Manager of Shanghai Maling Acudius Co., Ltd., Secretary of CCP Committee and Deputy
Genera Manager of Shanghai Light Industries Equipment Co., Ltd., Secretary of CCP
Committee, Deputy General Manager and Genera Manager of SMPIC Corporation.  Now
he assumes office as Vice Chairman and CFO of SGSB.

Wang Lixi, once assumed office of Deputy Generad Manager, Vice Secretary of CCP
Committee and Chairman of Labour Union of the Company, Vice Chairman of Labour
Union of Shangha Light Industries Holding Group. Currently as Executive Director of
BOD, Generd Manager and COO of SGSB.

Zhang Zongming, once as CCP Secretary and Deputy Director of Shanghai Jiangwan
Machinery Factory, Secretary of CCP Committee in the subsidiary undertaking Shanghai
Industrial Sewing Machines General Factory, Vice Secretary of CCP Committee and
Secretary of Discipline Inspection Committee of the Company. Actualy he assumes office
as Executive Director of BOD of SGSB.

Fei Fangyu, once appointed as Professor and Tutor of Doctor in the Institute of Finance of
Shanghai University of Finance & Economics. Actudly heis titled as Professor and Tutor
of Doctor in Aetna School of Management of Shangha Jiaotong University, and elected as
Independent Director of SGSB.

Liu Xiangdong, once as Vice President of ICBC Shanghai Branch and Generd Director of
ICBC Investment Banking Department. Now he assumes office of Presdent of Chia Tai
International Financing Co., Ltd. and Independent Director of SGSB.

Liu Rende, once assumed office of Chief Accountant of the Company. Now he takes the
seat of CCP Committee Secretary and Vice Chief Accountant of Shanghai East Asia
Certificated Public Accountants, and el ected as Independent Director of SGSB.

Wang Zhiping, once as Docent and Associate Professor of Renmin University of China
Actualy he is appointed as Director of Multinational Corporations Studies Center of the
Research Ingtitute of the Ministry of Commerce. Besides the position of Independent
Director of SGSB, he also takes the positions of Vice Chairman of China Group Companies
Promotion Association, Vice Chairman of China Investment Association Foreign Investment
Committee, Invited Researcher of China Economic System Reform Studies Center and
Part-time Professor of the Multinational Companies Study Center of Nankai University.

Ja Chunrong, once as Vice Chief Economist, Deputy General Manager of Shangtou
Indusgtrial Co., Ltd. and Deputy General Manager of Shangtou Investment Management Co.,
Ltd. Now he assumes office of General Manager of Shangtou Investment Management Co.,
Ltd. and Director of SGSB.

Shen Yibo, once as Vice Director of General Admin. Dept., Vice Director and Director of
Creditor Rights Dept. of China Great Wall Assets Management Corporation Shanghai
Branch. Now he has been appointed as Director of Assets Operation No.1 Division of the
same company and Director of SGSB.

He Zhongyuan, once appointed successively as Deputy General Manager, General Manager,
Vice Chairman of BOD of the Company, and currently elected as Chairman of Supervisory
Board of SGSB and Director of Shanghai Forever Co., Ltd.
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Zhuge Huiling, once appointed as Secretary of Communist Youth League, Vice
Chairwoman and Chairwoman of the Labour Union of the Company. Now sheis elected as
Vice Secretary of CCP Committee and Supervisor of SGSB.

® Wang Jie, once as Vice Director of Shangha Xinhu Glass Factory, Vice Financing Director
of Shanghai SMPIC Corporation. Currently he is designated as Vice Director of Financing
& Auditing Department and Supervisor of the Company.

Zhang Hengliang, once assumed office of Director of Shanghai No.4 Sewing Machines
Factory. Actualy he seats Deputy General Manager and Chief Engineer of SGSB.

® Chen Mingqgi, once as Vice Director of Economic Operation Dept. of Shanghai Light
Industry Holding (Group) Company and Director of the Company. Now he is designated
as Deputy Genera Manager of SGSB.

Jang Jinrong, once Marketing Director of the Company and Vice Secretary of CCP
Committee.  Since May, 2003, he has been the Deputy General Manager of SGSB.

@ Chen Changbao, once designated as Vice Secretary of CCP Committee and Secretary of
Discipline Committee of the Company. Now he takes the seat of Deputy Genera Manager
of the Company.

Xu Xiaohui, once as Vice Director of Assets Management Office of the Company and
currently as Director of Financing & Auditing Department of SGSB.

Zhang Yifeng, once as Director of Assets Management Office and Head of General Office of
the Board of Directors. Currently he assumes office of Secretary to BOD of SGSB.

2. Concurrent posts of above-mentioned senior officialsin other non-shareholder units:

Name Unit Concurrent Post Remuneration and

subsidies paid or not

Liu Xianadon Shanghai No.1 Pharmaceutics Co., Ltd. Independent Director Yes

9dong g NoPEC Shanghai Petrochemical Co., Ltd. Independent Supervisor No

Dongfeng Electronic Technology Co., Ltd. Independent Director Yes

Fei Fanavu Shanghai Sanmao Enterprise Group Co., Ltd. Independent Director Yes

Y China Textile Machinery Co., Ltd. Independent Director Yes

Jinbel Automotive Co., Ltd. Independent Director Yes

Wang Zhile China Nationd Offshore Oil Corporation Senior Consultant Yes

JiaChunrong Shanghai Highly Group Co., Ltd. Director No

Shanghai Lian HuaFibre Co., Ltd. Director No

Shanghai Shenshi Auto. Commercia City Co. Director No

Beijing Southern ChinaMansion Co., Ltd. Director No

He Zhongyuan Shanghai Forever Co., Ltd. Director No
3. Annual remuneration of the managerial personnel

(1) The remuneration definition system has been approved by the Remuneration &

Evaluation Committee of BOD.

(2) The wage and welfare system for senior managerial personsis a combination of the basic

sdlary, the bonus and the premium directly linked with target-oriented performance
evaluation in business operations.

(3) Remuneration information

RMB’000

13



Total sum for Directors, Supervisors and Senior Managers 2,399.6

Top paid three Directors 1.002.1
Top paid three Senior Managers 475.5
Subsidy for Independent Directors 60.0

(4) Directorswho don't get remuneration from the Company

Directors not paid by the Company Paid by shareholder or other related units
Jia Chunrong Paid by shareholder
Shen Yibo Paid by shareholder

According to the decision by General Meeting of Shareholders, Independent Directors
received individually an annual subsidy of RMB 60,000 (taxation included). The Meeting of
Executive Directors also decided to pay to each of Directors and Supervisors from outside the
Company, except Independent Directors, monthly RMB 600 as communication subsidies.

(5) Remuneration range information

Remuneration range Number of Directors, Supervisors and Managers
Less than 100,000 10
Between 100,000 and 150,000 1
More than 150,000 8

4. Position variation and transference of Directors, Supervisors and Managers during
report year

Name Position of the time Reason for variation

Ni Yonggang Chairman of BOD, Director Resigned the positionsin BOD for personal
health reason

He Zhongyuan  Vice Chairman of BOD, Director Resigned the postsin BOD for work
redeployment

Chen Minggqi Director Resigned the post of Director for work
redeployment

Sun Zhen Supervisor Resigned the position for work redepl oyment

Fan Weimin Chairman of Supervisory Resigned the posts for work redeployment

Committee, Supervisor
Jiang Jinrong Deputy General Manager Resigned the post for work redeployment

5. Saff of the Company

At the end of 2004, 4,715 employees were listed in SGSB’s employment documentation,
among whom, 2,512 persons are actually working at their positions. Besides, the Company
takes atotal number of 5,250 retired persons, whose pension and medical costs are covered by
socia pension security system.

The profession and education-level structure of the Company as following:

Work division Number of employees Education level Number of employees
Manufacture 1,520 Postgraduate & bachelor 105

Sales 147 Junior college 332
Engineering 183 Technical & senior high 257
Financing 88 school

Others 574 Below senior high school 1,818
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Chapter VI. Administration Sructure of the Company

1. Overview of the Company’s actual administrative structure

Curing report year, SGSB Co., Ltd. regularizes its business operations strictly in light of
principles stipulated in <Company Law of the People's Republic of China>, <Securities Law
of the PRC>, and related norms and regulations set by China Securities Regulatory
Commission. The legal administration of SGSB is generaly under framework of
<Administrative norms for listed companies>.

(1) About shareholder affairs and General Meetings of Shareholders:

The Company convenes al its General Meetings of Shareholdersin line with the requirements
of <Standardized Notions for General Meetings of Shareholders> and SGSB’s internal
regulation <Rules for Discussion in General Meetings of Shareholders, and practise
classification and accumulation voting systems according to the character of proposals to be
considered. The Company treats equally to al the shareholders, and respect particularly the
interests of those medium & minor shareholders.

(2) Relationship between the holding shareholder and the Company:

SGSB Co., Ltd. runs independently all its business operations and holds the capacity of
independent administration and the holding shareholder has the consciousness to regularize its
behavior. The related-party transactions between the Company and its holding shareholder
follow strictly common business practice, with price-policy transparent. The related-party
shareholders abandon automatically the voting rights on considering those related-party
proposals in which their interests are involved.

(3) About Directors and the Board of Directors.

The Company elects Directors strictly following director-election procedures in accordance
with <Articles of Association of the Company>. During report year, the Company has
elected additionally an Independent Director and makes the number and personnel structure
of the Board of Directors tally with related requirements and regulations.  Furthermore, the
Company has adjusted the structure of its four specific sub-committees to create conditions
for enhancing the efficiency and quality of BOD’s operations. All the specific
sub-committees can fulfill their functions and the Directors actively participate in the working
meetings of BOD in accordance with <Rules for Discussion in Meetings of BOD>.

(4) About supervisors and the Supervisory Board:

The Supervisory Board can fulfill its duties under the framework of <Articles of Association
of the Company>, supervise the legality and regularity of financial works, operations of the
Directors, General Manager and other senior managerial employees, and express independent
opinions.



(5) Efficiency evaluation and stimulus mechanism:

All the high-level manageria persons of the Company are elected and screened by a fair
competition system. The senior management team regularly reports back on their work to
the Board of Directors and accepts appraisal of the latter. The Company continuously
optimizes the efficiency evaluation and stimulus mechanism. The performance of all
high-level managerial personnel is regularly examined and evaluated by the Company’s HR
Department, and the remuneration & examination sub-committee of BOD does annual
evaluation for them and determines their payment at the end of every year.

(6) About interested parties:

For the sustainable, healthy and stable development of the Company, SGSB Co., Ltd. pays
much attention to keep its socia responsibilities, soundly respects the legal rights and
interests of those interested parties, and realizes harmonious balance of interests among
shareholders, employees and the society.

(7) About information release and transparency:

The Company appoints the Secretary to BOD to information release, reception of
shareholders' visits and their consultations. SGSB designates <Shanghai Securities News>
and <Hong Kong Commercial Daily> as newspapers for information announcement of the
Company. In accordance with related laws and regulations, the Company releases all the
information with authenticity, accuracy, integrity and promptitude, and guarantees the
equity of opportunity for all the shareholders to obtain the same information.

2. Fulfillment of duties of Independent Directors

During report year, the four Independent Directors fulfill their duties with honesty and
diligency, faithfully pretend the whole interests of the Company and legal rights of medium
and small shareholders under the orientation of <Working system for Independent Directors>.
They actively attend the meetings of BOD and general meetings of shareholders, zealously
inspect the business operations of the Company, express independent legal and accounting
opinions on the significant events such as personnel variation of senior managers, external
mutual guaranties, related transactions, and offer written Opinion of Independent Director.
All these works create a sound environment for the objective and reasonable decisions of the
Board of Directors.

(1) Attendance of Independent Directors in the meetings of BOD:

Name Total times of Personal Trusted Absence
attendance attendance attendance

Fei Fangyu 12 11 1

Liu Xiangdong 12 9 1 2

Liu Rende 12 11 1

Wang Zhile 1 1

(2) Independent Directors' abjection against significant events of the Company:
During report term, the four Independent Directors of the Company haven't expressed any



objection against the proposals launched in the meetings of BOD or other non-BOD meetings.

3. Sructural independence of the Company

(1) In respect to its business, SGSB Group Co., Ltd. runs independently the productive,
auxiliary manufacture, accessories, purchasing and sales chains. The business structure
of the Company is integrated, independent and without any conflict or repetition to that of
the holding shareholder. The holding shareholder never intervenes directly or indirectly
in the business operations of the Company.

(2) Concerning personnel and remuneration administration, the Company runs independent
labor & personnel management structure and wage system. All senior managers get
salary from the Company, and none of them holds administrative positions in the holding
shareholder.

(3) Inrespect to assets, the Company also owns independently and exclusively all the assets,
and holds independent land property and intellectual property right.

(4) Regarding institutional system, the Company has established an organic structure totally
independent from its holding shareholder and holds independent office location.

(5) Besides, the Company has independent accounting sector, and accounting system,
financial administrative system as well. It also opens its own banking account and pay
taxes in conformity with legal provisions.

4. Evaluation and incentive system of senior managerial team

The Company has elaborated <M easures towards the evaluation of business records of senior
managers>. The remuneration of senior managers of SGSB, its sub-companies and
subsidiary undertakings, is divided into two parts which are basic salary and performance
bonus. The basic salary consists of afixed payment with premise that no significant mistake
occurs in business activities, and the performance bonus depends on every manager’'s
performance and his/her business records evaluated with risky contract targets.

The Company’s personnel department regularly examines and appraises the performance of
al high-level managers, and the remuneration & examination committee of BOD realizes
annual comprehensive evaluation and determines the remuneration of every manager on
year-end.

Proceeding from actual conditions, SGSB Co., Ltd. aso plans to optimize the remuneration
and eva uation system, and revise the stimulus system for senior managers.



Chapter VII. Brief Information about

Shareholders General Meetings

1. 2003 Annual General Meeting of Shareholders

Announcement, gathering and convening of 2003 Annual General Meeting of Shareholders:;
On May 22, 2004, Shanggong Co., Ltd. announced the notice to convene its 2003 Annual
General Meeting of Shareholders in <Shanghai Securities News> and <Hong Kong
Commercia Daily>, and made public the date, venue and agenda of the meeting.

On June 22, 2004, the Company held as scheduled its 2003 Annual General Meeting of
Shareholders at Shanghai Film Art Center. Totally 103 shareholders or their trustees
attended the meeting, representing 173,966,581 shares, 44.57% of total stock equity (among
the attendants, there were 20 B stock shareholders or trustees who represented totally
32,695,245 B shares).

2004 Annual General Meeting of Shareholders voted and passed the following resolutions:
<Working Report of the Board of Directors>, <Working Report of the Supervisory Board>,
<Financial Working Report>, <Proposal of Profit Appropriation for Year 2003>, <Proposal to
Issue New Shares by Capitalizing the Reserve Funds>, <2003 Payment Proposal to Annual
Report Auditors>, <Proposal on Adjustment the Level of Subsidiesto Be Paid to Independent
Directors>, <Proposal on Transfer of 90% Equity of Changsha Hua Tian Biochemistry
Industrial Co., Ltd.>, < Proposal on Quit the Investment into SMPIC Office Equipment
Company>, <Proposal on Transfer to Land Use Right>. All the related resolutions were
published in <Shanghai Securities News> and <Hong Kong Commercial Daily> dated June
24, 2004.

2. 2004 Provisional General Meetings of Shareholders

(1) 2004 First Provisional General Meeting of Shareholders:

On the date June 30, 2004, the Company made public the announcement to convene 2004
First Provisional General Meeting of Shareholders, with details of the date, venue and agenda
of the meeting in <Shanghai Securities News> and <Hong Kong Commercia Daily>.

On July 30, 2004, the 2004 First Provisional General Meeting of Shareholders was gathered
at Shanghai Film Art Center, with attendance of 75 shareholders and trustees, holding
156,962,156 shares, 34.97% of total stock capital (among the attendants were 9 B stock
shareholders or trustees with 35,470,478 B shares).

The meeting considered and approved the following proposals. <Proposal on Change of BOD
Members>, < Proposal on Amendment of the Articles of Association of Shanggong Co., Ltd.>,
< Proposal on Adjustment of the Guaranty Amount with Shanghai Building Materials (Group)
Co., Ltd. and Shanghai Worldbest Industry Development Co., Ltd.>.

The 2004 First Provisiona General Meeting of Shareholders voted and agreed Mr. Ni



Yonggang and Mr. Chen Mingqi to resign the duty of Directors; and elected Zhang Min and
Mr. MaMinliang as Directors.

Related resolution announcements were published on August 3, 2004 in <Shanghai Securities
News> and <Hong Kong Commercial Daily>.

(2) 2004 Second Provisional General Meeting of Shareholders

On the date October 12, 2004, the Company made public the announcement to convene 2004
Second Provisional General Meeting of Shareholders, with details of the date, venue and
agenda of the meeting in <Shanghai Securities News> and <Hong Kong Commercia Daily>.

On November 12, 2004, the 2004 Second Provisional General Meeting of Shareholders was
gathered at Shanghai Film Art Center, with attendance of 87 shareholders and trustees,
holding 169,298,395 shares, 37.72% of total stock capital (among the attendants were 14 B
stock shareholders or trustees with 22,246,312 B shares).

The provisional meeting considered and approved the following proposals. <Proposal on
Change of BOD Candidates >, <Proposal on Change of Supervisory Board Candidates>,
<Proposal on Asset Swap between Shangha Light Industry Holding Company (Group) and
Shanggong Co., Ltd.>, <Proposal on Using Funds Raised to Acquire German DA Company>.

The 2004 Second Provisional General Meeting of Shareholders voted and agreed Mr. He
Zhongyuan to resign the duty of Director; voted and agreed Mr. Fan Weimin and Mr. Sun
Zhen to resign the duty of Supervisors; and elected Mr. Wang Zhiping as Independent
Director of BOD and as Mr. He Zhongyuan and Mr. Wang Jie as Supervisors.

Related resolution announcements were published on November 16, 2004 in <Shanghai
Securities News> and <Hong Kong Commercia Daily>.

(3) 2004 Third Provisional General Meeting of Shareholders

On the date November 30, 2004, the Company made public the announcement to convene
2004 Third Provisional General Meeting of Shareholders, with details of the date, venue and
agenda of the meeting in <Shanghai Securities News> and <Hong Kong Commercia Daily>.

On December 30, 2004, the 2004 Third Provisional General Meeting of Shareholders was
gathered at Shanghai Film Art Center, with attendance of 76 shareholders and trustees,
holding 173,021,823 shares, 38.54% of total stock capital (among the attendants were 13 B
stock shareholders or trustees with 26,204,201 B shares).

The provisional meeting considered and approved the following proposals. <Proposal on
Change of Company Name>, < Proposal on Amendment of the Articles of Association of the
Company>, <Proposal on SMPIC Office Equipment Company (the Holding Subsidiary of
Shanggong Co., Ltd.) to Sell 80% Equity of Shanghai Xinhu Glass Factory (the 100%
Subsidiary of SMPIC Office Equipment Company) to Shanghai Pudong State-owned Asset
Investment & Management Company>. Related resolution announcements were published
on December 31, 2004 in <Shanghai Securities News> and <Hong Kong Commercial Daily>.



Chapter VIII. Report by the Board of Directors

1. Summary and analysis of the overall operation during the report period

During the report period, under the leadership of the BOD and on the principle of
development leading adjustment & development cohering human resources, the Company has
integrated the inside/outside relationship and development principles, overcome a series of
difficulties, and taken various achievements in respect of operation, management, project
construction, etc.:

(1) Transnational M&A has been carried forward substantially, and multinational operation
structure been preliminarily built up;

(2) Asset integration has achieved the preset goal; and group structure been fundamentally
established;

(3) Internal management system has been integrated gradually; and structural adjustment
measures been carried out in order; and

(4) Production capacity has kept on enhancement; and overseas market been continuously
widening.

2. Operation of the Company

(1) Main business scope of the Company and its operations

(@ The Company’s main business scope

The Company is mainly engaged in production and sae of sewing machines, related
components, special-purposed sewing equipments, technological development and advisory
services.

During the report period, the Company realized a principal operating income of RMB
996,250,000, increases of 14.93%; a principal operating profit of RMB 111,790,000, 2.55%
more than that of the anterior period; and a net profit of RMB 3,767,700, a decrease of
74.19%.

During report year, the Company manufactured and sold different types of industrial sewing
machine amounting 86,065 and 93,500 units respectively. And the production and sale
volumes of different types of home-use sewing machines amounted 114,165 and 118,693
units respectively.  The foreign exchange income deriving from export sales researches USD
58,758,400, which includes USD 36,243,200 deriving from export sales of sewing machines.
(b) Composition of principa operating income and profit during the report period

RMB ‘000
Items Principal operating income Proportion (%) Principal operating profit = Proportion (%)
Sewing machines 468,810.0 47.06 52,290.0 45.79



Glasswork 120,960.0 12.14 33,940.0 29.72
International trade 205,180.0 20.60 6,160.0 5.39
Office appliances 120,690.0 12.11 11,280.0 9.88
Biochemical products 28,110.0 2.82 2,520.0 221
Filming products 41,750.0 4.19 2,830.0 2.48
Others 10,750.0 1.08 5,170.0 4.53
Including: related
party transactions
Total 996,250.0 100 114,190.0 100
(c) Theprincipal operating by locations:

RM B’ 000
Location Principal operating Proportion (%) Principal operating profit Proportion (%)

income

Domestic 503,730 50.56 88,480 77.48
Overseas 492,520 49.44 25,710 22,52

In 2004, the marketing share of the Company in the sector of sewing machinery equals to

3.10%.

(d) Main industrial sectors individually contributes 10% or more to the total operating

income or operating profit:

Items (by sectors) Principal operating income Principal operating cost
Sewing machines 468,810.0 416,520.0
Glasswork 120,960.0 87,020.0
International trade 205,180.0 199,020.0
Office appliances 120,690.0 109,410.0

RMB’000

Gross margin (%)

(2) Business situation of major subsidiary undertakings and associated undertakings

(8) Business performance of mgjor subsidiary undertakings

Company Business Stock equity
scope proportion

Shanghai Baoling Compl ete Engineering Equipment Co., Trading 90%

Ltd.

Shanghai Yongde Economic Development Co., Ltd. Trading 80%

Shanghai Fuhua Light Industrial Machinery Co., Ltd. Trading 55%

Shanghai Industrial Sewing Machines Materials Trading Trading 100%

Co., Ltd.

Nantong Shanggong Sewing Machines Co., Ltd. Trading 65%

Wuxi Shanggong Sewing Machines Co., Ltd. Trading 80%

Registere
d capital
550

2,000
5,760
4,650

800
500

Total
assets
1,925

5,284
9,137
4,502

3,377
651

11.15
28.06

3.00
9.35

RMB ‘000

Net
profits
35

-533
-120
-211

8
1

(b) None of the associated undertakings contributes 10% or more to net profit of the Company.

(3) Main suppliers and customers

Purchase from top 5 suppliers

19,504.7  Proportion among the total purchase

Saleto top 5 customers 58,116.2 Proportion among the total sale

(4) Difficulties emerged in business and proposed solutions

RMB’ 000

41%
12.40%



During the year 2005, the Company is estimated to meet against large challenges, on the one
side, the price of main raw materials of sewing machines, such as iron and stedl, is tending
upwards, and the large quantity of human recourses aso puts pressure on the operating costs,
on the other side, the competition in the sector is rather tight, and with the practice of overseas
investment, the capital pressure is so heavy. All these factors will attach negative influence
on the business performance of the Company. Under such environments, the Company will
speed up to accomplish the international M&A, redlize the integration of its business in
Europe and Asia, and finish the integration and mutual complement in marketing, products,
technology, quality and costs, with expectation to get sound development. At the same time,
the Company will avail the support of the holding shareholder, optimize the assets' structure,
deepen the international reform, peel off the sideline sectors and adjust the organization
structure with purpose of concentrating recourses and efforts for the rapid development of
main operations.

3. Investments by the Company during thereport period

(1) Useof the fundsraised

The Company collected an amount of RMB 322,640,000 by additional issuance of new
shares in November 2003.

On October 29, 2004, the Company signed a formal agreement with FAG Kugelfischer AG
(FAG Cao.) for acquiring from the latter 94.98% stock equity of Durkopp Adler AG (DA Co.).
The main clauses of the agreement are available in the resolution announcement of the 14™
meeting of the Fourth BOD of the Company. (Reference to <Shanghai Securities News> and
<Hong Kong Commercial Daily> dated October 12, 2004.)

On November 1, 2004, State Development Planning Commission approved in its Circular
FGWZ 2004-2403 the revised acquisition proposal of DA stock equity.

On December 21, 2004, Shanghai Foreign Economic Relation & Trade Commission
approved in HIMWZ 2004-835 that the Company could establish in Germany Shanggong
(Europe) Holding Co., Ltd. with register capital of 10 million euros and total investment of
17 million euros. In line with these approvals, the Company founded Shanggong (Europe)
Holding Co., Ltd. as acquisition platform to integrate and operate the business of DA Co.

On November 25, 2004, State Administration of Foreign Exchange Shanghai Office asked for
instructions from SAFE and got the authorization to inspect the source of foreign exchange of
the acquisition of DA Co.’s stock equity. In current acquisition, the Company collected all
the 17 million euros by the specific issuance of B shares and, on March 22, 2005, the
Company transferred 10 million euros as register capital to Shanggong (Europe) Holding Co.,
Ltd. according to the approval dated March 22, 2005 of State Administration of Foreign
Exchange Shanghai Office.

Based on the agreement of stock equity acquisition, an essencial premise of the transaction is
that the Company could accomplish a fulfillment guaranty of US$ 5.3 million for the housing
rent contract of DA Co. USA subcompany, a credit guaranty of 5 million euros and a business
guaranty of another 4 million euros for DA Co. Actuadly, the Company has prepared the
proposal for such guaranties and handed it under the decision of foreign exchange



administration.

Furthermore, the Company has organized a project coordination unit for the business
integration in Europe and Asia, and has done concrete preparation with DA’'s personnel for
the cooperation in manufacture, trade, development of products and purchase of materials.

RMB’000
Planned Any Actua Estimated Actua Comply with | Comply with
Committed projects investment | changes | devoted earning  earning planned anticipated
amount amount schedule? income?

1. Project on acquisition of
DA Co. 200,960 No 8,588

2. Establishing production line
of computer-controlled
special-purposed industrial
sewing machines with
utilization of tech. imported
from DA Co.

Total: 395,960 8,588

195,000 No

(2) Use of non-raised funds on investment projects during the report period

(a) During report year, the Company paid RMB 16,137,400 to acquire the office area totaled
1,341.62 m? located at Orient Mansion, 1500 Shiji Dadao, Pudong New Area.

(b) According to the resolution of 2003 Annual General Meeting of Shareholders, the
Company paid RMB 89,579,000 to Shanghai Light Industry Holding (Group) Company
for the acquisition of ten pieces of land held then by the latter and utilized by the
Company. (Reference to Chapter V. Article 11 of current Annual Report)

4. Financial status of the Company

RMB’
Item Ending data Beginning data In/decrease In/decrease
proportion
(%)
Total assets 1,786,734,577.34 1,755,205,977.66 31,528,599.68 1.80
Principal operating profit 111,787,205.82 109,010,168.83 2,777,036.99 2.55
Net profit 3,767,743.02 14,595,602.55 -10,827,859.53 -74.19
Net increase in cash and 545,965,518.03 635,610,284.65  -89,644,766.62 -14.10
cash equivalents
Shareholders’ equity 857,321,016.76 853,350,255.63 3,970,761.13 0.47

(1) The net profit decreased by 74.19% mainly due to the following reasons:

- theprincipal operating profit increase by RMB 2,777,000;

- thelease income increase by RMB 4,048,000;

- thenet earning from stock equity transfer increase by RMB 36,200,000;

- the net earning from disposition of fixed assets increase by RMB 2,070,000;
- theprovision of depreciation of assetsincrease by RMB 19,690,000;

- the net income from land compensation decrease by RMB 29,670,000.

(2) The change in cash and cash equivalents lies in the acquisition of ten pieces of land
(73,855 m?) from Shanghai Light Industry Holding (Group) Company by RMB
89,579,000 and the acquisition of the office area (1,341.62 m?) located at Orient Mansion,
1500 Shiji Dadao by RMB 16,137,400.
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5. Influence of business circumstances, macro-policies and changesin regulations

(1) The adjustment of VAT export refund rate from 17% to 13% since January 2004; the
raise of bank loan interest rate; and the fluctuation of RMB exchange rate have substantial
influence on the expense level of the Company.

(2) The prices of principal raw materials such as iron, steel and wood are booming, which
would have negative impact on the business performance of the Company.

(3) According to the tax policies of the Pudong New Area, the effective income tax rate of
the Company is 15% as which is registered in Pudong New Area.

(4) The Company plans to upgrade technology on manufacturing of sewing machines with
the advanced technology of DA Co., the subsidiary of German FAG, after the acquisition of its
90% shares, will would also influence on the Company’s business performance significantly.

6. Businessdevelopment programsfor coming year

The Company, for purposes of strengthening the core competition power, would focus on the

following aspects during 2005:

(1) Towork on the international acquisition project for accelerating technology upgrade;

(2) To catch the overall planning goals to lessen the loss-making situation;

(3) To intensify management on procurement and quality-control to promote competition
strength; and

(4) To integrate the Company’s valid recourses for implusing international investment and
cooperation, achieving sustained devel opment.

7. Routinework of Board of Directors

(1) Meetings and resolutions done by Board of Directors during the report period

(@ The 6™ meeting of the Fourth Board of Directors was carried out via teleconference on
March 26, 2004, on which 10 directors (out of 10 directors who have to right to vote)
considered and passed <Management Meassures on Funds Raised>, <Proposa on
Participating Investment on State Debt>, which were published in <Shanghai Securities
News> and <Hong Kong Commercial Daily> dated March 27, 2004.

(b) The 7" meeting of the Fourth Board of Directors was held on April 15, 2004. There
should be 10 directors attending the meeting and the actual attendances are 10 directors.
The meeting considered and passed <Work Report of the General Manager>, <Finance
Work Report>, <Proposal on Profit Appropriation for 2003>, < Preliminary Plan on Share
Increase by 2003 Capital Reserve>, <2003 Annua Report and Abstract from 2003 Annual



(©)

(d)

()

(f)

(9)

(h)

(i)

Report>, <Proposal on Payment of Audit Fee to CPA Firm>, <Proposa on Adjustment the
Level of Subsidies to Be Paid to Independent Directors>, <Proposal on Transfer of 90%
Equity of Changsha Hua Tian Biochemistry Industrial Co., Ltd. to Hunan Yin Hai
Petrochemicals Co., Ltd.>, <Proposal on Quit the Investment into SMPIC Office
Equipment Company>, <Proposal on Holding General Meeting for Shareholders>. Al
the related resolutions were published in <Shanghai Securities News> and <Hong Kong
Commercia Daily> dated April 17, 2004.

The 1% provisiona meeting of the Fouth Board of Directors was carried out via
teleconference on April 26, 2004, on which 7 directors (out of 10 directors who have to
right to vote) considered and passed <First Quarter Report of the Company>.

The 8" meeting of the Fouth Board of Directors was carried out via teleconference on
June 10, 2004, on which 9 directors (out of 10 directors who have to right to vote)
considered and passed <Provisional Proposal on Adding Shanghai Light Industry Holding
Company (Group) into the Shareholders of the Company for the Year 2003>. The
resolution was published in <Shanghai Securities News> and <Hong Kong Commercial
Daily> dated June 11, 2004.

The 9" meeti ng of the Fourth Board of Directors was held on June 24, 2004. There
should be 10 directors attending the meeting and the actual attendances are 8 directors.
The meeting considered and passed <Proposal on Assignement Adjustment of the
Directors and Senior Management of the Company>, <Proposal on Amendment of the
Articles of Association of the Company>, <Proposal on Adjustment of the Guaranty
Amount with Shanghai Building Materials (Group) Co., Ltd. and Shanghai Worldbest
Industry Development Co., Ltd.>, <Proposal on Holding 2004 First Provisional General
Meeting of Shareholders>. All the related resolutions were published in <Shanghai
Securities News> and <Hong Kong Commercia Daily> dated June 26, 2004.

The 10™ meeting of the Fourth Board of Directors was held on July 30, 2004. There
should be 10 directors attending the meeting and the actual attendances are 9 directors.
The meeting considered and passed <Proposal on Assignment of Managing Director of
the BOD>, <Proposal on Election of Chairman of BOD>, < Proposal on Vice Election of
Chairman of BOD>, <Proposal of Adjustment of Candidates for the Professional
Committee of the BOD>. All the related resolutions were published in <Shanghai
Securities News> and <Hong Kong Commercia Daily> dated August 3, 2004.

The 11™ meeting of the Fourth Board of Directors was held on August 19, 2004. There
should be 10 directors attending the meeting and the actual attendances are 10 directors.
The meeting considered and passed <Proposa on Change of BOD Members>, and
<Half-year Report for 2004 and Its Abstract>, which were published in <Shanghai
Securities News> and <Hong Kong Commercia Daily> dated August 21, 2004.

The 12" meeting of the Fourth Board of Directors was carried out via teleconference on
September 7, 2004, on which 10 directors (out of 10 directors who have to right to vote)
considered and passed <Proposal on Renewal of the Mutual Credit Guaranty Agreement
with Shanghai Worldbest Industry Development Co., Ltd.>, which were published in
<Shanghai Securities News> and <Hong Kong Commercial Daily> dated September 8,
2004.

The 13" meeting of the Fourth Board of Directors was held on September 27, 2004.
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()

(k)

()

(2)

There should be 10 directors attending the meeting and the actual attendances are 10
directors. The meeting considered and passed <Proposal on Increase of Independent
Directors>, and <Proposal on Asset Swap between Shanghai Light Industry Holding
Company (Group) and Shanggong Co., Ltd.>, which were published in <Shanghai
Securities News> and <Hong Kong Commercia Daily> dated September 29, 2004.

The 14™ meeti ng of the Fourth Board of Directors was held on October 11, 2004. There
should be 10 directors attending the meeting and the actual attendances are 10 directors.
The meeting considered and passed <Proposal on Using Funds Raised to Acquire German
DA Company>, and <Proposal on Holding The 2004 Second Provisiona Genera
Meeting of Shareholders>, which were published in <Shanghai Securities News> and
<Hong Kong Commercial Daily> dated October 12, 2004.

The 15" meeting of the Fourth Board of Directors was carried out via teleconference on
October 21, 2004, on which 10 directors (out of 10 directors who have to right to vote)
considered and passed <Third Quarter Report of the Company>.

The 16" meeti ng of the Fourth Board of Directors was held on November 29, 2004.
There should be 10 directors attending the meeting and the actual attendances are 10
directors. The meeting considered and passed <Proposal on Change of Company
Name>, < Proposal on Amendment of the Articles of Association of the Company>,
<Proposal on SMPIC Office Equipment Company (the Holding Subsidiary of SGSB
Group Co., Ltd.) to Sell 80% Equity of Shanghai Xinhu Glass Factory (the 100%
Subsidiary of SMPIC Office Equipment Company) to Shanghai Pudong State-owned
Asset Investment & Management Company>, and <Proposal on Holding The 2004 Third
Provisional General Meeting of Shareholders>. All the related resolutions were
published in <Shanghai Securities News> and <Hong Kong Commercial Daily> dated
November 30, 2004.

Meetings and resolutions done by Board of Directors during the report period

During report year, the Board of Directors completely fulfilled the resolutions done by
General Meetings of Shareholders and punctualy finished all the works authorized by the
same power organ.

(@

(b)

As fulfillment of the resolution done by 2003 Annual General Meeting of Shareholders,
Shanggong Co., Ltd. capitalized its reserve fund to appropriate new stock among
shareholders at aratio of 1.5:10 on basis of 2003 year-end 390,336,328 shares. On July
13, 2004, the Company announced the stock appropriation of capitalized reserve fund in
<Shanghai Security News> and <Hong Kong Commercial Daily>. The Company
fulfilled the stock appropriation program which had July 16, 2004 as register date and
July 19, 2004 as ex-right date of A shares stock equity (July 21, 2004 as B shares register
date and July 16, 2004 as last listing date of B stock equity).

Based on relevant laws and regulations, the Company held the Third Provisional General
Meeting of Shareholders for 2004 on December 31, 2004, discussed and passed <
Proposal on Amendment of the Articles of Association of the Company>. According
such Proposal by the Shareholders meeting, the Company performed relevant
registrations and formally changed its name to “ SGSB Group Co., Ltd.”.
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8. Proposal on profit Appropriation or reserve fund capitalization

(1) During report term the Company didn’t propose profit appropriation or capitalization of
reserve funds.

2 Reason for not proposing profit appropriation in 2004: as audited by Shanghai
Zhonghua Huyin Certified Public Accountants (adopting PRC accounting standards), the
consolidated net profit for the year 2004 amounted RMB 3,767,743.02, including RMB
3,228,402.50 generated in parent Company. (Quoting IAS auditing report by DBO
International, the consolidated net profit for the year 2004 accounted for RMB 1,817,000.)

In accordance with <The Association of Articles of the Company>, Shanggong Co., Ltd. has
set aside RMB 322,840.25 for statutory capital reserve fund and the same amount for
statutory public welfare fund. The Company has also decided not to appropriate
discretionary reserve fund for report year. As a result, the distributive profit generated in
report year reached RMB 2,582,722.00. Together with the undistributed profit of RMB
15,602,248.04, the accumulatively distributive profit for shareholders totaled RMB
18,184,970.04.

Because the parent company is operating in slender earning level, the current-term profit
together with the undistributed profit totaled RMB0.04 per share, and considering 2005 is a
critical period for M&A and technica transformation, for accelerating development and
boosting profitability, the Company needs to inject large amount of funds on the existing and
planned projects. Therefore the BOD decided not to distribute cash dividend and bonus
shares for 2004.

(3) Specific statement and independent opinion from the Independent Directors on the
Company realized profits but not proposed profit distribution for 2004

Although the Company realized profits for 2004, the main operation is still under loss.
According to the Articles of Association, the Parent Company’s accumulative un-distributed
profits per share, after statutory capital reserve fund and statutory public welfare fund, is only
RMB 0.04 per share. Cash dividend amount would be low. Considering the large demand
of development funds in this critical period of M&A and technical transformation, and with
purpose of accelerating the Company’s growth and assuring long-term earning of its
shareholders, not to distribute dividend or bonus shares should be matching the current
situation of the Company.

For maximizing the shareholders’ interest, the Company proposed capitalization of capital
reserve fund. We expect the Company could carry out the international M&A and technical
development, explore new markets, enhance the profitability of core business, and realize the
commitment on cash dividend distribution to investors.

9. Specific explanation of Certified Accountants on the occupancy of capital by the
Holding Shareholders and other related parties
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To the Board of Directors of SGSB Group Co., Ltd.:

We have accepted the entrustment from SGSB Group Co., Ltd. (the Company) and have
audited the financia statements of the Company during the year 2004. On April 25, 2005,
we expressed the Auditor’s Report HZKZ No. (2005) 0063.

In line with the principlesin the circular <Notice about Standard Clarification of Capital
Intercourse between Listed Companies and their Relative Parties and of External Guaranty of
Listed Companies> (ZJF [2003] 56) issued by China Security Regulatory Commission, and
another explanation notice <Specific Accounting Statement Requirements for Listed
Companies about their Capital Intercourse with Related Parties and External Guaranty
Affairs> (HZS [2005] 21) issued by China Security Regulatory Commission Shanghai Office,
the Company prepared the attached <Annual Capital Occupancy Information> and <Specia
Guaranties during Report Year>, in which the Company makes public related cases with its
holding shareholder and other related parties as of 31 December, 2004.

The Company itself takes the responsibility for accurate information release and the
authenticity, accuracy and integrity of its contents. We have verified all related accounting
sheets and related information and found no important omissions.

The following specific audit document is exclusively for explanation of capital
occupancy situation of the Company with its holding shareholder and related parties.

Shanghai Zhonghua Certified Accountants

Annual Capital Occupancy Information

RM B’ 000
] g Occupa- Year-begi - Accumulated sum
Occupying Party Relationship Accl(tJ;r:]tmg Yegrmind ncy nning ) ) Reason Note
method sum Debit Credit
Shanghai Light " Short
Industry Holding mHoeiﬁng ch;'t:l -term 197,110 197,110 g.‘;][.”o‘{e’
(Group) Company areholder  receivables loan ifficulty
Shanghai Sewing Subsidiary of Short
Machine Screws holding recgt\t‘:&% “term 130 130 ;‘#P&‘@
Factory shareholder loan
Shanghai Gongfeng ~ Subsidiary of Short
Elec. Appliances Co.,  holding recgt\t‘:gl - term 350 350 ;‘#f‘g}{a
Ltd. shareholder loan v
Shanghai Huagiang ~ Subsidiary of Short
Sewing Equipments  holding recgt\t‘:gl% term 1540 73,700 75,240 ;‘#P&‘fer
Factory shareholder loan v
Shanghai Pujiang Su?;&'ianry of Other im 100 100 Turnover
Metal Articles Factory 9 receivables difficulty
sharehol der loan
Shanghai Shanggong  Subsidiary of Short
Huaxin Precision holding rec(;t\?ila -term 5,080 5,080 ;?;Pg}er
Industry Co., Ltd. shareholder loan Y
. Subsidiary of Short
Shanghal Shanggong ", i Oher 413040 tem 6560 69,810 63330 unover
Needles Co., Ltd. receivables difficulty
sharehol der loan
} - Short
Shanghai Yongde Eco.  Subsidiary Other ) Turnover
Development Co., Ltd. undertaking receivables 3,950 Itga? 10630 6,680 difficulty
Shanghai Industrial Short Other
Sewing Machine Subsidiary -term Turnover recaivables
Materials General undertaking loan difficulty 1970
Company '
Special Guaranties during Report Year
RMB’000
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Guarantor

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company

The
Company
The
Company
Subsidiary
undertaking
Subsidiary
undertaking
The
Company
The
Company
The
Company
The
Company

Warrantee

Shanghai Construction
Materials (Group)
General Company

Shanghai Construction
Materials (Group)
General Company

Shanghai Shanggong
Needles Co.

Shanghai Shanggong
Needles Co.

Shanghai Shanggong
Needles Co.

Shanghai Shanggong
Needles Co.

Shanghai Shanggong
Needles Co.

Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.
Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.
Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.
Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.
Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.
Shanghai Worldbest

Enterprise Devel opment

Co., Ltd.

China Worldbest Group
Co., Ltd.
Shanghai Xinhu
Glasswork Factory

China Economic & Tech.

Investment Guaranty
Co,, Ltd.
Shanghai Shanggong
Imp.&Exp. Co., Ltd.
Shanghai Shanggong
Imp.&Exp. Co., Ltd.
Shanghai Shanggong
Imp.&Exp. Co., Ltd.
Shanghai Shanggong
Imp.&Exp. Co., Ltd.

Relationship

Other companies

Other companies

Subsidiary company
of holding
shareholder
Subsidiary company
of holding
shareholder
Subsidiary company
of holding
shareholder
Subsidiary company
of holding
shareholder
Subsidiary company
of holding
shareholder

Other companies

Other companies

Other companies

Other companies

Other companies

Other companies

Other companies

Other companies

Other companies

Subsidiary
undertaking
Subsidiary
undertaking
Subsidiary
undertaking
Subsidiary
undertaking

Sum

30,000

40,000

1,570

1,120

2,550

4,770

9,000

20,000

20,000

30,000

30,000

10,000

30,000

30,000

20,000

4,250

2,700
8,000
30,000

7,000

Beginning date

2004-12-15

2004-06-30

2004-10-22

2004-10-22

2004-12-17

2004-12-17

2004-06-28

2004-07-30

2004-09-29

2004-06-07

2004-07-15

2004-09-27

2004-11-11

2004-06306

2004-07-01
2004-07-01
2004-08-18
2004-03-03
2004-04-07

2004-11-23

Ending date

2005-07-11

2005-06-30

2005-01-26

2005-01-26

2005-03-17

2005-03-17

2005-06-27

2005-07-29

2005-09-29

2005-06-06

2005-07-14

2005-05-26

2005-11-09

2005-06-08

2005-06-30

2005-06-30

2005-03-18
2005-03-02
2005-04-07

2005-11-23

Classification

Joint-liability
without counter guaranty

Joint-liability
without counter guaranty

10. Independent opinion and particular explanation from Independent Directors on
external guaranty

We, as Independent Directors of Shanggong Co., Ltd., oriented by the spirits of the
circular <Notice about Standard Clarification of Capital
Companies and their Relative Parties and of External Guaranty of Listed Companies> (ZJF
[2003] 56), the requirements of China Securities Regulatory Committee Shanghai Office, the
self-inspection report of the Company and the specific explanation by the Certified
Accountants, verified the Company’s 2004 annual external guaranty affairs, and expressed the
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following independent opinion:

(1) About capital exchange between related parties

With purpose of relocating the staff of subsidiary undertakings and trustee companies and
assuring the social stability, the Company has paid relevant expenditures, which caused the
capital exchange between the Company and its holding shareholder and related companies.
As at end of report year, the holding shareholder has kept its promise and paid off all relevant
accounts. In 2005, the Company will try to thoroughly resolve the debts between the
Company and its holding shareholder and other related companies through the transfer of
state-owned stock equity.

(2) About guaranties

SGSB Co., Ltd. has strictly standardized its external guaranties with specific guidance in line
with the norms in <The Articles of Association>. Till end of report year, the Company’s
external guaranties totaled RMB 334,510,000, less than 50% of the consolidated net assets.
All the guaranteed units fulfilled soundly their liabilities and no back accounts were found.
So we expressed the opinion that the whole external guaranty of the Company is under control,
without any risks affecting its further operations. Among the guaranty accounts of historical

problems, we found a decrease of RMB 16,650,000 and 47% less than that of 2003.

In our opinion, the Company takes proactive attitude in practising the spirits of 2003-56
Circular by China Securities Regulatory Committee and State-owned Assets Supervision and
Administration Commission, and achieves obvious results in controling internal risks of itself.

SGSB Group Co., Ltd.
Independent Directors. Fei Fangyu, Liu Xiangdong, Liu Rende, Wang Zhile
April 25, 2005

17



Chapter IX. Report by the Supervisory Board

1. Work advances by the Supervisory Board during report year

During report year, the Supervisory Board had eight meetings whose details as following:

(1) The 6™ meeting of the Company’s Fourth Supervisory Board, on April 15, 2004,
considered and approved <2003 Annual Working Report of the Supervisory Board> and
<2003 Annua Report and Summary of the Company >. The related resolutions were carried
on <Shanghai Security News> and <Hong Kong Commercia Daily> dated April 17, 2004.

(2) On June 10, 2004, the Fourth Supervisory Board convened its 7" meeting, reviewed and
agreed to include the temporary proposal of Shanghai Light Industry Holding (Group)
Company in the agenda of 2003 Annual Genera Meeting of Shareholders. The related
resolutions were published on <Shanghai Security News> and <Hong Kong Commercial
Daily> dated June 11, 2004.

(3) The 8" meeting of the Fourth Supervisory Board was gathered on June 24, 2004. This
meeting considered and approved <Proposal for the position-change of Directors and senior
managers of the Company>, <Amendment for the Articles of Association> and <Proposal to
adjust mutual-guaranty-line with Shanghai Construction Materials Group Company and
Shanghai Wolrdbest Enterprise Development Co., Ltd.>. The resolutions were published on
<Shanghai Security News> and <Hong Kong Commercial Daily> dated June 26, 2004.

(4) The Fourth Supervisory Board convened its 9" meeting on August 19, 2004, in which
were discussed and approved <Proposal for the personnel change in Supervisory Board> and
<2004 Interim Report and Summary of the Company>. The announcements were carried on
<Shanghai Security News> and <Hong Kong Commercial Daily> dated August 21, 2004.

(5) The 10" meeting of the Fourth Supervisory Board, on September 27, 2004, considered
and agreed <Proposal for the personnel change in Supervisory Board> and <Proposal about
assets displacement between the Company and Shanghai Light Industry Holding (Group)
Company>. The resolutions were published on <Shanghai Security News> and <Hong
Kong Commercial Daily> dated September 29, 2004.

(6) The Fourth Supervisory Board gathered its 11" meeting on October 11, 2004 and passed
<Proposal about acquiring stock equity of DA Co. by utilizing collected capitals>. The
resolution was made known by <Shanghai Security News> and <Hong Kong Commercial
Daily> dated October 12, 2004.

(7) The 12" meeting of the Fourth Supervisory Board convened on November 11, 2004, and
elected Mr. He Zhongyuan as Chairman of Supervisory Board. The resolution was
announced on <Shanghai Securities News> and <Hong Kong Commercial Daily> dated
November 12, 2004.

(8) The Fourth Supervisory Board got its 13" meeting, considered and passed <Variation of
Organization Name of the Company>, <Amendment of the Articles of Association>,
<Proposal of Transferring 80% of Shanghai Xinhu Glasswork Factory’s Stock Equity by
SMPIC Corporation to Shanghai Pudong State-owned Assets Investment & Management Co.,
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Ltd.>. Therelated decisions were carried on <Shanghai Securities News> and <Hong Kong
Commercia Daily> dated November 30, 2004.

2 Independent opinion of the Supervisory Board on business operations of L aw-abiding
administration of the Company in 2004

During report year, the Company convened General Meetings of Shareholders, working
meetings of BOD and Supervisory Board strictly in conformity with legal procedures, and
made decisions exactly in accordance with the rules fixed in <Association of Articles of the
Company>. Besides these legal measures, it has established a well-designed internal
administrative system and effectively executed the system with purpose of preventing
management risks. No behaviors were found among the Directors or General Manager,
violating laws, regulations or articles of association of the Company, nor acts infringing rights
and interests of the Company and its shareholders.

3. Independent opinion of the Supervisory Board on accounting conditions of the
Company in 2004

Shanghai Zhonghua Certified Public Accountants expressed an independent, clean audit
opinion on the Company’s statements for the year 2004 base in their audit. The Supervisory
Board approved that these financial statements gave atrue, objective, integrated and accurate
view of the Company’s financial position and the results of its operations.

4. Independent opinion of the Supervisory Board on utility of collected capital of the
Company in 2004

The Supervisory Board checked the real utility of collected capital of the Company and
agreed their identity with the capital-utility program.

5. Independent opinion of the Supervisory Board on acquisition and sale of assets of the
Company in 2004

The acquisition and sale of assets of the Company is based on equity, mutual benefit and fair

price. The Supervisory Board found no behind-the-scene deals or behaviors harming the
benefits of the Company and its shareholders.

6. Independent opinion of the Supervisory Board on related transactions of the
Company in 2004
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The Supervisory Board approved that all related transactions are realized under principle of
fair business and no actions were found harming benefits of the Company and its
shareholders.
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Chapter X. Significant Events

1. Important arbitration and litigation affairs

The lawsuit, in which SGSB Co., Ltd. litigated for the impawn case of the national debts
valued RMB 30 million it entrusted Deheng Securities Co., Ltd. to realize the investment, has
been concluded by the court. (For details, please read the Announcement Lin 2004-029
published on <Shangha Securities News> and <Hong Kong Commercia Daily> dated
September 17, 2004)

On request of the Company, the court put on record the execution of this lawsuit on October
11, 2004. For that Deheng Securities Co., Ltd. was involved in severa lawsuits and al its
assets had been frozen and sealed up by other courts, the court didn’t find any convertible
assets to commute for the debtsin thislitigation. Asaresult, the court judged to suspend the
related execution.

According to the Circular ZJJGZ 2004-109 by China Securities Regulatory Committee, the
Company finished all the necessary register procedures of creditor’s right declaration to the
Trustee Office in China Huarong Assets Management Co., Ltd. which operates the assets of
Deheng Securities Co., Ltd. (The information is available in Third Quarter Report of 2004
carried on <Shanghai Securities News> and <Hong Kong Commercia Daily> dated October
22, 2004.) Judging from the Announcement of Creditor's Rights Declaration towards
Deheng Securites Co., Ltd. prepared by the Trustee Office, al the validated debts will be
liguidated based on relative laws, regulations and policies of the country. And the Trustee
Office will make known the concrete measures.

2. Assets acquisition/sale and merger during report year

(1) Acquisition of assets

On June 25, 2004, the Company paid RMB 16,137,400 to Yangtze River Economy United
Development (Group) Co., Ltd. for obtaining the property right of the office area of 1,341.62
m? (formerly rented by the Company) located in Orient Mansion, 1500 Shiji Dadao, Pudong.
All the procedures have been completed by the end of report year.

(2) Sale of assets

The seventh meeting of the Fourth Board of Directors and the 2003 Annual General Meeting
of Shareholders have considered and approved that the Company transfer its holding 90%
stock equity of Changsha Huari Biochemica Industrial Co., Ltd. to Hunan Yinha
Petrochemica Co., Ltd. This transaction of stock rights will make positive influence upon
the Company’s efforts to elevate its assets quality and strengthen its core business. As
calculated in HZPTZ 2004-010 issued by Shanghai Zhonghua Assets Appraisal Co., Ltd., the
net-assets book value of Huari Biochemical on December 31, 2003 valued RMB 31,293,300
the adjusted book value RMB 31,332,600 and the appraised value RMB 36,053,200. The
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transfer price is calculated on basis of the appraised value and the 90% stock equity equals to
RMB 32,447,800. On July 26, 2004, the stock transfer procedures were finished through
Shanghai United Assets and Equity Exchange. The Company gained an earning of RMB
534,000 from this transfer transaction.

3. Significant related transactionsduring report year

(1) The 7" meeting of the Fourth BOD and the 2003 Annua General Meeting of
Shareholders of the Company considered and agreed that Company abandoned to reinvest in
SMPIC Corporation. The holding shareholder, Shanghai Light Industry Holding (Group)
Company reinvested in SMPIC by its five pieces of land evaluated as RMB 120,230,000.
The Company will concentrate its efforts in the core business. After the reinvestment, the
holding shareholder takes 65.22% in total stock equity of SMPIC and the Company’s stock
equity shrinked to 34.78%.

(2) Both the 8" meeting of the Fourth BOD and the 2003 Annual General Meeting of
Shareholders of the Company considered and passed the resolution to acquire the 10 pieces of
land from Shanghai Light Industry Holding (Group) Company. These pieces of land, an
area of 73,855 m?, were under the utilization of the Company at that moment. This
transaction was helpful for the Company to clarify the property rights, decrease the risks of
related transactions and promote the standardization of business operations. According to
the appraisal report CXPBZ 2004-1027 by Shanghai Changxin Assets Appraisal Co., Ltd., as
reference date December 15, 2003, the book value of the transaction target amounted RMB
20,100,700 and the appraised value RMB 89,579,000, which was adopted by the transaction.
The Company paid once all the money by its own fund for the land usufruct on June 22, 2004.

(3) The Company’s 13" meeting of the Fourth Board of Directors and its 2004 2™
Provisional General Meeting of Shareholders discussed and approved to replace the
receivable accounts amounted RMB 189,110,000 with the 56.03% stock equity of SMPIC Co.,
Ltd. held by Shangha Light Industry Holding (Group) Company. This asset replacement
accords with the Company’s strategic interests, efficiently adjust and optimize its assets
structure, enhance the assets quality and strengthen its earning ability and sustainable
development ability. As appraisal result in HDZZPBZ DZz040211020 by Shanghai
Dongzhou Assets Appraisal Co., Ltd. (March 31, 2004 as base date) and XZPBZ 2003-255 by
Shanghai Lixin Assets Evaluation Co., Ltd., the evaluated net assets of SMPIC amounted
RMB 375,017,000. Shangha Light Industry Holding (Group) Company transferred the
above-mentioned 56.03% stock equity of SMPIC to the Company (appraisal value RMB
210,122,000 and transfer price RMB 189,110,000) and, as exchange, absorbed the Company’s
receivable accounts valued the same amount. During report year, al the transfer procedures
haven been accomplished.

(4) The 16™ meeting of the Fourth Board of Directors and the 2004 Third Provisional General
Meeting of Shareholders accepted the resolution that SMPIC Co., subsidiary undertaking of
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the Company, transfer its holding 80% stock equity of Shanghai Xinhu Grass Factory to
Shanghai Pudong State-owned Assets Investment & Management Co., Ltd. Besides the
positive influence to the adjustment of industrial structure and the integration of resources of
the Company, this transfer will also help the Company to concentrate its efforts in
international M&A, form the business chain with sewing machinery as core industry,
investment income in Xerox copy photocopy machines project as brace and commercia and
logistic industry as foil, and enhance its earning capacity. As the appraisal opinion of
Dongzhou Assets Evaluation Co., Ltd. in its evaluation report HDZZPBZ DZ040456070, the
net assets of Xinhu Factory valued RMB 116,770,200, March 31, 2004 as reference date, and
the transfer price for its 80% stock interests amounted RMB 93,416,160. During report term,
the transfer procedures were still in process.

(5) Credit right and debts of related parties

RM B’ 000
Capital occupancy party Year-end sum  Year-beginning Accumulated Accumulated
sum debgit credit
Shanghai Huagiang Sewing 1,540 73,700 75,230
Machinery Co., Ltd.
Shanghai Shanggong Needles Co., 13,040 6,560 69,810 63,330
Ltd.

4. Significant Contracts and their Fulfillment

(1) Shanggong Co., Ltd. didn’t trust its assets to other companies during report year.

(2) Shanggong Co., Ltd. didn’t contract its assets to other companies during report year.
(3) Shanggong Co., Ltd. didn’t lease its assets to other companies during report year.

(4) Guaranty information:

RMB’000
Company Incurred date  Guaranteed Relationship Valid period Com- Related
amount pleted parties
or not guaranty
or not

Shanghai Construction Material 13.12.2004 30,000 Joint-Liability =~ 15.12.2004-11 No No
(Group) General Company Guaranty .07.2005
Shanghai Construction Material 30.06.2004 40,000 Joint-Liability ~ 30.06.2004-3 No No
(Group) General Company Guaranty 0.06.2005
China Worldbest Group Co., Ltd. 30.06.2004 30,000 Joint-Liability ~ 30.06.2004-0  No No

Guaranty 8.06.2005
Shanghai China Worldbest 27.09.2004 100,000 Joint-Liability ~ 27.09.2004-2  No No
Enterprise Development Co., Ltd. Guaranty 6.05.2005
Shanghai China Worldbest 07.06.2004 30,000 Joint-Liability ~ 07.06.2004-0  No No
Enterprise Development Co., Ltd. Guaranty 6.06.2005
Shanghai China Worldbest 15.07.2004 30,000 Joint-Liability ~ 15.07.2004-1 No No
Enterprise Development Co., Ltd. Guaranty 4.07.2005
Shanghai China Worldbest 11.11.2004 30,000 Joint-Liability ~ 11.11.2004-09 No No
Enterprise Development Co., Ltd. Guaranty .11.2005
Shanghai China Worldbest 30.07.2004 20,000 Joint-Liability ~ 30.07.2004-2  No No
Enterprise Development Co., Ltd. Guaranty 9.07.2005
Shanghai China Worldbest 29.09.2004 20,000 Joint-Liability ~ 29.09.2004-2 No No
Enterprise Development Co., Ltd. Guaranty 9.09.2005
Shanghai Shanggong Needles Co.,  22.10.2004 1,570 Joint-Liahility ~ 22.10.2004-2 No Yes
Ltd. Guaranty 6.01.2005
Shanghai Shanggong Needles Co.,  22.10.2004 1,120 Joint-Liability ~ 22.10.2004-2 No Yes
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Ltd. Guaranty 6.01.2005

Shanghai Shanggong Needles Co.,  17.12.2004 2,550 Joint-Liability ~ 17.12.2004-1 No Yes

Ltd. Guaranty 7.03.2005

Shanghai Shanggong Needles Co.,  17.12.2004 4.770 Joint-Liability ~ 17.12.2004-1  No Yes

Ltd. Guaranty 7.03.2005

Shanghai Shanggong Needles Co.,  28.06.2004 9,000 Joint-Liability — 28.06.2004-2 No Yes

Ltd. Guaranty 7.06.2005

Total guaranty incurred 429,050
Remaining sum 259,010

Guaranties for subsidiary undertakings
Total guaranty incurred 95,800
Remaining sum 75,500
Guaranties in whole (guaranties for subsidiary undertakings included)

Total guaranty incurred 334,510
Proportion 39.02%
Illegal guaranties
Illegal guaranty for holding shareholder or other 19,010

related parties in which the Company holds less

than 50% stock equity

Directly or indirectly for units whose 19,010
assets-liabilitiesis more than 70%

If total guaranties more than 50% of net assets No
Total illegal guaranties 19,010

(5) Trust investment situation

The Company trusted Deheng Securities Co., Ltd. for the national bonds valued RMB 30
million with a period of eight months. On May 31, 2004, the Company litigated for the
impawn case to Shanghai No. 1 Intermediate People’'s Court. As at end of report year, the
principal of overdue national bonds valued RMB 28,300,000 (RMB 1,700,000 has been
recovered).

(6) Other significant contracts

For realizing the strategy to avail international trademark and enhance the competitivity of the
Company, SGSB collected capitals through B stock issuance to specific institutional investors,
acquired 94.98% of the stock equity of Durkopp Adler AG, and put the project of specifized
sewing machines by advantage of high tech. of DA.

5. Significant undertakings

Neither the shareholders who individually hold 5% or more of the Company’s shares, nor the
Company itself, released undertakings in entrusted newspapers or authorized Internet sites.

6. Contracts of accounting firms

During report year, the Company re-contracted Shanghai Zhonghua Certified Public
Accountants as domestic auditor for its annual financial statements. The year 2004 is
successively the 11" year that Zhonghua works as Shanggong's domestic auditor.

In current year, the Company paid RMB 460,000 to Shanghai Zhonghua Certified Public
Accountants as auditor fees (the same amount in anterior year), RMB 25,000 as specific
auditor fees, and RMB 7,400 for current-period accommodation and transport fee (RMB
11,400 in anterior period).
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The Company chose BDO International as its new foreign auditor, which has offered
international audit services for successively two years. In 2004, SGSB Co., Ltd. paid RMB
500,000 (the same amount in anterior year).

7. Condemn by related authorities

During report year, the Board of Directors, the individual Directors, or the Company itself,
hadn’'t received any check, administration punishment or notice of criticism from China
Securities Regulatory Committee, nor been publicly condemned by Shanghai Stock
Exchange.

8. Other significant events

(1) According to the document GZCQ 2004-412 of State-owned Assets Supervision and
Administration Commission of State Council, Shanghai Light Industry Holding (Group)
Company transferred 13,204,914 state-owned shares (3.38% of total stock equity) to China
Orient Assets Management Co., Ltd. by a price of RMB 3.878 per share. The total value of
transaction is RMB 51,212,102, and the procedures have been accomplished through China
Securities Depository & Clearing Co., Ltd. Shanghai Subcompany.

(2) As a end of report year, Shanghai Light Industry Holding (Group) Company has
transferred gratuitously all the state-owned shares of SGSB to Shanghai Pudong State-owned
Assets Administration Office. The relevant documents has been approved by State-owned
Assets Supervision and Administration Commission of State Council and the procedures haven’t
been completed.

(3 In accordance with the resolution of 2004 Third Provisional General Meeting of
Shareholders and approval by State Administration for Industry and Commerce, the Company
changed its name to SGSB Group Co., Ltd. The abbreviation of A shares' exchange of the
Company has been changed to SGSB and the B stock number and abbreviation maintains the
anterior.
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Chapter XI. Financial Statements by Domestic & International

Auditors

Domestic Auditor’s Report
Huzhongkuaizi (2005) N0.0063
To the shareholders of SGSB Group Co,, Ltd.

We have accepted the entrustment from SGSB Group Co., Ltd. (“SGSB” or “the Company”)
and have audited the accompanying balance sheet of the Company as of 31 December 2004
and the related consolidated cash flow statements, profit / loss and profit distribution
statements for the year then ended. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility isto express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with PRC Independent Standards on Auditing for
certified accountants and made sure the exclusion of any important omissions. Our audit
included paper and on-spot check of all the proofs supporting financial statements and
documents, the adoption of accounting policy and standards, significant estimations and the
overal reflection evaluating the accounting statements. As a result, we take the assurance
that our audit offers reasonable basis for our opinion.

In our opinion, the financial statements, according with the regulations of “Accounting Norms
for Enterprises’ and “Accounting System for Limited Companies’, give a true and fair view
of the financia position of the Company as of 31 December 2003 and of the results of its
operations and its cash flows in al significant aspects for the period then ended. The
measures are following the consistent principals for accounting.

Shanghai Zhong Hua Certified Public Accountants

PRC Certified Public Accountant
Lin Dong Mo

PRC Certified Public Accountant

Meng Xiang Yun

Shanghai, PRC, 25 April 2005
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SGSB GROUPCO.,LTD

FINANCIAL STATEMENTS
For the year ended 31 December 2004
TOGETHER WITH REPORT OF AUDITORS

REPORT OF THE AUDITORS
TO THE SHAREHOLDERS OF SGSB Group Co., LTD
(Incorporated in the People’'s Republic of China with limited liability)

IBDO

BDO Ffternational
Certified Public Accountants




We have audited the accompanying consolidated balance sheet of SGSB Group Co., Ltd. (the
“Company”) and its subsidiaries (the “Group”) as at 31 December 2004, and the related
consolidated income statement, total changes in equity and cash flows for the year then ended
which have been prepared in accordance with International Finance Report Standards. These
consolidated financial statements set out on pages 2 to 33 are the responsibility of the Company’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
consolidated financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overal financia statement
presentation. We
believe that our audit provides areasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the

financia position of the Group as at 31 December 2004, and the results of its operations and its
cash flows for the year then ended in accordance with International Finance Report Standards.

BDO International Shanghai Zhonghua
Certified Public Accountants
Shanghai, China

25 April 2005
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Consolidated | ncome Satement

For the year ended 31 December 2004

Turnover
Cost of sales
Gross profit

Other operating profit
Selling expenses
Administrative expenses

Profit from operations
Finance costs
Share of results of associates before tax

Profit before taxation and abnormal gains

Abnormal gains
Profit before taxation

Page(s)

1

2

3-4

5

6

7-33
2004 2003
Notes Rmb 000 Rmb 000
4 1,019,351 858,666
(907,414) (750,199)
111,937 108,467
5 127,841 100,170
(36,496) (28,530)
(148,026) (121,917)
55,256 58,190
6 (32,452) (37,406)
891 _ (844
21,913 19,940
7 21,913 19,940
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Income taxation

Profit before minority interests

Minority interests

Net income

Basic earnings per share

The explanatory notes form an

financial statements.

30

(13,396) (5,090)

8,517 14,850
_(6,700) 862
1817 13,988

Rmb0.004 Rmb 0.047

integral part of these



Consolidated Balance Sheet

AsAt 31 December 2004
Notes 2004
Rmb’000 Rmb’000
Non-current assets
Intangible assets 10 271,762
Fixed assets 11 283,098
Construction in progress 12 8,449
Investments in associates 13 52,118
L ong-term investments 14 72,201
687,628
Current assets
Inventories 15 203,579
Notes receivable 2,577
Trade receivable 16 180,998
Due from shareholders 17 -
Due from associates 18 3,749
Due form related companies 19 20,932
Prepayments and other receivables 20 105,915
Short-term investments 21 29,687
545,96
Cash and cash equivalents 6
1,093,403
Current liabilities
Notes payable 610
Trade payable 164,705
Due to the major shareholder 17 1,459
Due to associates 18 1,970
Due to related companies 19 -
Accruals and other payables 22 95,778
Provision -
Tax payable 2,736
Bank loans 23 602,530
869,788
Net current (liabilities) /assets 223,615
Total assetsless current liabilities
carried forward 911,243

2003

Rmb’000 Rmb’000

104,233

264,120

9,428

26,328

64,829

469,258
162,290
90,224
278,105
10,214
7,818
100,733
411
635,6
10
1,285,405
1,428
149,961
1,499
1,970
200
73,509
(57,939)
695,986
866,614

418,791

888,049




Consolidated Balance Sheet (Continued)
AsAt 31 December 2004

Notes 2004 2003
Rmb’000 Rmb’000 Rmb’000 Rmb’000
Total assetslesscurrent liabilities
brought forward 911,243 888,049

Non-current liabilities

Borrowings 24 (3,117) (11,045)
(61

Deferred taxation credits 25 (1,197) 8)
(4,314) (11,663)

Minority interests (52,116) (23,579
Net assets 851,618 852,807

Shareholders' equity

Share capital 26 448,887 390,336
Reserves 27 402,731 462,471
851,618 852,807
On behalf of the Board
Zhang Min MaMin Liang
Director

Director
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The explanatory notes form an integral part of these financial

statements.
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Consolidated Cash Flow Satement

For the year ended 31 December 2004

Operating activities
Net cash flow from operating activities

Investing activities

Interest received

Net cash flow from accepting donated
subsidiary

Proceeds from disposal of fixed assets

Proceeds from disposa of long-term
investments
Proceeds from disposad of short-term

investments
Dividend received

Purchases of fixed assets

Increase in short-term investment

Net cash outflow of disposal of subsidiary
Purchases of intangible assets

Increase in long-term investments

Net cash flow (used in) / from investing
activities before Abnormal gains
Abnormal gains

Net cash flow (used in) / from investing
activities

Financing activities

Dividend paid to minority interest

Interest expenses

Repayment of bank loan

Proceeds from outside shareholders

New borrowed bank loan

Net cash flow from / (used in) financing
activities

Effect of foreign exchange rate changes

Increasein cash and cash equivalents

Cash and cash equivalents at
1 January 20023

Cash and cash equivalents at
31 December 2003

2004 2003
Note Rmb’000 Rmb’000 Rmb’000 Rmb’000
28 15,917 (97,340)
3,347 3,956
- 113
37,937 54,022
1,775 12,061
72,560 -
13,452 1,540
(36,058) (8,878)
(100,200) (100)
29 77,950 13,515
(89,579) -
235
25 4,454
4,709 71,775
4,709 71,775
- (1,625)
(39,283) (35,874)
(932,883) (707,909)
- 325,526
862,347 836,285
(109,819) 416,403
(4
51) (60)
(89,644) 390,778
635,610 244,832
545,966 635,610

The explanatory notes form an integral part of these financial statements.




Consolidated Satement of Changesin Equity
for the year ended 31 December 2004

24 N
o] 26 Capi
t 25 Share tal
e capita surpl Other  Accumulat
S I us reserves ed losss Total
28
27
30 Rmb’ Rmb’00
29 000 Rmb’000 Rmb’000 Rmb’000 0
Balance at 31 December 2002 252,466 269,192 19,701 (34,511) 506,848
Net income for 2003 13,988 13,988
Transfer to reserves 4,429 (4,429)
Transfer to Share capital 37,870 (37,870)
B shareissue 100,000 222,640 322,640
Others - (11,985) (9,840) 31,156 9,331
Balance at 31 December 2003 390,336 441,977 14,290 6,204 _852,807
Net income for 2004 1,817 1,817
Transfer to reserves 11,488 (11,488)
Transfer to Share capital 27 58,551 (58,551)
Other  Equity change of
subsidiary 189 189
Others (1,158) 1,158
Balance at 31 December 2004 448887 383,615 24,620 (2,309) 854,813

The explanatory notes form an integral part of these financial statements.
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1

Notes to the financia statements
for the year ended 31 December 2004
(Expressed in RMB)

Group background

SGSB Group Co., Ltd. (the “Company”) is ajoint stock limited company incorporated in the
People’'s Republic of China (the “PRC"). The Company is listed on the Shanghai Stock
Exchange. The Company and its subsidiaries (the “Group”) are mainly engaged in the
manufacturing and sale of sewing machines and related spare parts. The activities of the
Group’s subsidiaries are set out in Note 3 of the financial statements.

The address of the Company is as follows:
12th Floor, Orient Mansion,

No. 1500 Century Avenue, Pudong New Area,
Shanghai, PRC.

Principal accounting policies

Satement of compliance

The financial statements of the Group have been prepared in accordance with International
Finance Report Standards (“IFRS’). The Group also prepares a set of financial statements
that comply with the PRC accounting regulations. A reconciliation of the Group’s results
and shareholders’ equity under IFRS and PRC accounting regulations is presented in note 35
of the financial statement. A summary of the principal accounting policiesis set out below:

Basis of prepar ation of the accounts

The consolidated financial statements have been prepared in accordance with International
Finance Report Standards (“IFRS’). This basis of accounting differs from that used in the
management accounts of the Company and its subsidiaries which were prepared in
accordance with generally accepted accounting principles and financial regulations
applicable to enterprises in the PRC (“PRC GAAP").

The consolidated financial statements have been prepared under the historical cost
convention.

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of 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 the reported amounts of revenues and expenses during the reporting
period. Although these estimates are based on management’s best knowledge of current
event and actions, actual results ultimately may differ from those estimates.
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2. Principal accounting policies-continued

B.

Basis of consolidation

The consolidated financial statements of the Group include the financial statements of the
Company and all its subsidiary companies made up to 31 December each year. The results
of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from or to the date of their acquisition or disposal, as appropriate.

All material inter-company transactions balances and unrealized gains on transactions
between group companies are eliminated; unrealized losses are aso eliminated unless cost
cannot be recovered. Where necessary, accounting policies for subsidiaries have been
changed to ensure consistency with the policies adopted by the Group.

(1) Subsidiary companies

Subsidiary undertakings, which are those entities in which the Group, directly or indirectly,
has an interest of more than one half of the voting rights or otherwise has power to exercise
control over the operations, are consolidated.

Subsidiaries are consolidated from the date on which effective control is transferred to the
Group and are no longer consolidated from the date that control ceases. The purchase
method of accounting is used to account for the acquisition of subsidiaries. The cost of an
acquisition is measured as the fair value of the assets given up, shares issued or liabilities
undertaken at the date of acquisition plus costs directly attributable to the acquisition. The
excess of the cost of acquisition over the fair value of the net assets of the subsidiary
acquired is recorded as goodwill. See note (G) for the accounting policy on goodwill.
Intercompany transactions, balances and unrealized gains on transactions between group
companies are eliminated; unrealized losses are also eliminated unless cost cannot be
recovered. Where necessary, accounting policies of subsidiaries have been changed to ensure
consistency with the policies adopted by the Group.

Separate disclosure is made of minority interests in the financial statements. Minority
interests represent the interests of outside shareholders in the operating results and net assets
of subsidiaries.

Details of the Group’s subsidiaries are set out in note 3.

(2) Associates

Associates are entities over which the Group generally has between 20% and 50% of the
voting rights, or over which the Group has significant influence, but which it does not control.
Investments in associates are accounted for by the equity method of accounting. Under this
method, the Company’'s share of the post-acquisition profits or losses of associates is
recognized in the income statement and its share of post-acquisition movementsin reservesis
recognized in reserves. The cumulative post-acquisition movements are adjusted against the
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cost of the investment. Unrealized gains on transactions between the Group and its associates
are diminated to the extent of the Group's interests in the associates; unrealized losses are
aso eliminated unless the transaction provides evidence of an impairment of the asset
transferred. The Group’s investments in associates include goodwill (net of accumulated
amortization) on acquisition. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, the Group will not recognize further losses, unless the
Group has incurred obligations or made payments on behalf of the associate.

Principal accounting policies-continued

Basis of consolidation-continued

(2) Associates-continued

Particulars of the Group's principal associates are shown in note 13.

(3) Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to
control the other party or exercise significant influence over the other party in making
financia and operating decisions. Parties are also considered to be related if they are subject
to common control or common significant influence.

Foreign currency transation

(1) Measurement currency

Items included in the financial statements of each entity in the Group are measured using the
currency that best reflects the economic substance of the underlying events and
circumstances relevant to that entity (the “measurement currency”). The consolidated
financia statements are presented in Renminbi (“RMB"), which is the measurement currency
of the Group.

(2) Transactions and balances

Foreign currency transactions are trandated into the measurement currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation of monetary assets
and liabilities denominated in foreign currencies, are recognized in the consolidated income

statement.

Trandlation differences on other monetary financial assets measured at fair value are included
in foreign exchange gains and losses.

(3) Group companies
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D.

Income statements and cash flows of foreign entities are trandated into the Group’s reporting
currency at average exchange rates for the year and their balance sheets are trandlated at the
exchange rates ruling on 31 December. Exchange differences arising from the translation of
the net investment in foreign entities are taken to shareholders' equity. When a foreign entity
is sold, such exchange differences are recognized in the consolidated income statement as
part of the gain or loss on sale.

| mpair ment of assets

An assessment is made at each balance sheet date of whether there is any indication of
impairment of any asset, or whether there is any indication that an impairment loss
previously recognized for an asset in prior years may no longer exist or may have decreased.
If any such indication exists, the asset’s recoverable amount is estimated.

An asset’s recoverable amount is calculated as the higher of the asset’s value in use or its net
selling price.

An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged to the income statement in the period in
which it arises.

A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been determined (net of any
depreciation/amortization), had no impairment loss been recognized for the asset in prior
years. A reversal of an impairment loss is credited to the income statement in the period in
which it arises.

Fixed assets

All property, plant and equipment are stated at historical cost less accumulated depreciation
and accumulated impairment charge.

Depreciation is calculated on the straight-line method to write off the cost of the assets to
their residual values over their estimated useful lives asfollows:

Buildings

20 years

Plant and machinery 10 years

Motor vehicles 5years
Furniture, fixtures and office equipment 5years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is
written down immediately to its recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount
and are included in operating profit.

Repairs and maintenance are charged to the consolidated income statement during the
financial period in which they are incurred. The cost of major renovations is included in
the carrying amount of the asset when it is probable that future economic benefits in excess
of the originally assessed standard of performance of the existing asset will flow to the
Group. Major renovations are depreciated over the remaining useful life of the related
asset.
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Construction in progress

Construction in progress represents fixed assets under construction and is stated at cost. This
includes the cost of construction as well as interest charges arising from borrowings used to
finance the construction during the construction period. Depreciation is not provided on
construction in progress until the related asset is completed and ready for intended use.

| ntangible assets

(1) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the
Group’s share of the net assets of the acquired subsidiary or associate at the date of
acquisition. Goodwill on acquisition of subsidiaries is included in intangible assets.
Goodwill on acquisition of associates is included in investments in associates. Goodwill is
amortized using the straight-line method over its economic useful life or 10 years, whichever
is shorter.

Negative goodwill represents the excess of the fair value of the Group’'s share of the net
assets acquired over the cost of acquisition. Negative goodwill is presented in the same
balance sheet classification as goodwill. To the extent that negative goodwill relates to
expectations of future losses and expenses that are identified in the Group’'s plan for the
acquisition and can be measured reliably, but which do not represent identifiable liabilities,
that portion of negative goodwill is recognized in the consolidated income statement when
the future losses and expenses are recognized. Any remaining negative goodwill, not
exceeding the fair values of the non-monetary assets acquired, is recognized in the
consolidated income statement over the remaining weighted average useful life of those
assets or 10 years, whichever is shorter. Negative goodwill in excess of the fair values of
those assets is recognized in the income statement immediately.

The gains or loss on disposal of an entity includes the carrying amount of goodwill relating
to the entity disposed of.

(2) Landuserights

Land use rights are up-front payments to acquire long-term interest in land. These payments
are stated at cost and amortized on a straight-line basis over the unexpired period of the
rights or 50 years, whichever is shorter, net off accumulated impairment charge.

In previous years, land use rights were included in intangible assets and were stated at cost
less accumulated amortization and accumulated impairment charge. This change in
classification of land use rights does not have a significant effect on the consolidated
financial statements.
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(3)  Other intangible assets

Expenditure to acquire know-how and trademark are capitalized and amortized using the
straight-line method over its economic useful life or 10 years, whichever is shorter.
Intangible assets are not revalued.

(@] I mpairment

Where an indication of impairment exists, the carrying amount of any intangible asset
including goodwill is assessed and written down immediately to its recoverable amount.

| nvestments

The Group classified its investments in debt and equity securities into the following
categories. trading, held-to-maturity and available-for-sale. The classification is dependent
on the purpose for which the investments were acquired. Management determines the
classification of its investments at the time of the purchase and re-evaluates such designation
on aregular basis. Investments that are acquired principally for the purpose of generating a
profit from short-term fluctuations in price are classified as trading investments and included
in current assets; for the purpose of these financia statements short term is defined as three
months. Investments with a fixed maturity that management has the intent and ability to hold
to maturity are classified as held-to-maturity and are included in non-current assets, except
for maturities within 12 months from the balance sheet date which are classified as current
assets. Investments intended to be held for an indefinite period of time, which may be sold in
response to needs for liquidity or changes in interest rates, are classified as available-for-sale;
and are included in non-current assets unless management has the expressed intention of
holding the investment for less than 12 months from the balance sheet date or unless they
will need to be sold to raise operating capital, in which case they are included in current
assets.

Purchases and sales of investments are recognized on the trade date, which is the date that
the Group commits to purchase or sell the asset. Cost of purchase includes transaction costs.
Available-for-sale and trading investments are subsequently carried at fair value. Realized
and unrealized gains and losses arising from changes in the fair value of available-for-sale
and trading investments are included in the consolidated income statement in the period in
which they arise.

The fair values of investments are based on quoted bid prices or amounts derived from cash
flow models. Fair values for unlisted equity securities are estimated using applicable
price/earnings or price/cash flow ratios refined to reflect the specific circumstances of the
issuer. Equity securities for which fair values cannot be measured reliably are recognized at
cost less impairment.

Operating leases
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(1) The Group companies are the lessees

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

(2)The Group companies are the lessor

Assets leased out under operating leases are included in property, plant and equipment in the
balance sheet. They are depreciated over their expected useful lives on a basis consistent
with similar owned property, plant and equipment. Rental income (net of any incentives
given to lessees) is recognised on a straight-line basis over the lease term.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined using
the weighted average method. The cost of finished goods and work in progress comprises
raw materials, direct labour, other direct costs and related production overheads (based on
normal operating capacity) but excludes borrowing costs.

Net realizable value is the estimated selling price in the ordinary course of business, less the
costs of completion and selling expenses.

When inventories are sold, the carrying amount of those inventories is recognized as an
expense in the period in which the related revenue is recognized. The amount of any
write-down of inventories to net realizable value and all losses of inventories are recognized
as an expense in the period the write-down or loss occurs. The amount of any reversal of
any write-down of inventories, arising from an increase in net realizable value, is recognized
as areduction in the amount of inventories recognized as an expense in the period in which
the reversal occurs.

Tradereceivables

Trade receivables are carried at original invoice amount less provision made for impairment
of these receivables. A provision for impairment of trade receivables is established when there
is an objective evidence that the Group will not be able to collect al amounts due according to
the original terms of receivables. The amount of the provision is the difference between the
carrying amount and the recoverable amount, being the present value of expected cash flows,
discounted at the market rate of interest for similar borrowers.

Cash and cash equivalents

Cash and cash equivalents are defined as cash on hand, demand deposits and short term,
highly liquid investments readily convertible to known amounts of cash and subject to
insignificant risk of changesin value.
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Cash and cash equivalents are carried in the consolidated balance sheet at cost. For the
purposes of the consolidated cash flow statement, cash and cash equivalents comprise cash
on hand and bank deposits.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

A provision for warranty is recognized for all products under warranty at the balance sheet
date based on past experience on the level of repairs and returns.

Borrowing costs

Borrowings are carried in the consolidated balance sheet at cost. Interest costs on
borrowings to finance the construction of property, plant and equipment are capitalized
during the period of time that is required to complete and prepare the asset for its intended
use. Other borrowing costs are expensed.

Employee benefits

(1)Pension scheme

The Group participates in a defined contribution retirement scheme organised by the
respective municipal governments where the Group companies operate. The Group is
required to make contributions for its employees in accordance with prescribed rules and
regulations of the pension scheme. Contributions to the scheme are charged to the
consolidated income statement in the year to which they relate.

(2) Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before
the normal retirement date or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises termination benefits when it is
demonstrably committed to either terminate the employment of current employees according
to adetailed formal plan without possibility of withdrawal or to provide termination benefits
as aresult of an offer made to encourage voluntary redundancy.

(3)Accommodation benefits

Contributions to an accommodation fund administered by the Public Accommodation Funds
Administration Center are charged to the income statement as incurred.

Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably. Revenue, probably obtained by the “Group” is
recognized in the income statement as follows:

(1) sdeof goods
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Q.

Revenue is recognized when goods are delivered at the customers’ premises which is taken to
be the point in time when the customer has accepted the goods and the related risks and
rewards of ownership. Revenue excludes value added or other sales taxes and is after
deduction of any trade discounts.

(2) Rental income from operating |eases

Rental income receivable under operating leases is recognized on a straight-line basis over
the term of the |lease.

(3) Dividends

Dividend income from unlisted investments other than associates and jointly controlled
entities is recognized when the shareholder’s right to receive payment is established.

(4) Interestincome

Interest income is accrued on atime-apportioned basis on the principal outstanding and at the
rate applicable.

Income taxes

PRC income tax is provided at rates applicable to enterprises in the PRC on the income for
financial reporting purposes, adjusted for income and expense items, which are not
assessable or deductible for income tax legislation, practices and interpretations thereof.

Deferred income tax is provided, using the liability method, on all temporary differences at
the balance sheet date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, carry-forward of
unused tax assets and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed a each balance sheet date and
reduced to the extent that it is no longer probable (greater than 50%) that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.

Dividends

Dividends are recorded in the Group’s consolidated financial statements in the period in
which they are approved by the Group’s shareholders.

Government grants and subsidies

Grants and subsidies from the government are recognized at their value where there is
reasonabl e assurance that the grant/subsidy will be received and all attaching conditions will
be complied with. When the grant or subsidy relates to an expense item, it is recognized as
income over the periods necessary to match them on a systematic basis to the costs, which it
is intended to compensate. Where the grant or subsidy relates to an asset, the fair value is
deducted in arriving at the carrying amount of the related asset.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in
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presentation in the current year.

Accounting policies alteration & effect

new accounting policies:
Discount of commercial notes receivable is regarded as bank loans.

The new accounting policy is adopted retroactivity. The number of beginning of the period
has been adjusted.

The effect of the changeis set out below:

2003

Rmb *000

Notes receivable 20,000
Bank loans 51,000
Notes payable (31,000)

| mpor tant accounting error correction & its effect

Items included in the financial statements of the Group have been prepared in accordance
with the notice [2005] No. 15 issued by Shanghai finance office of Chinaministry of finance.

The Important accounting error correction is adopted retroactivity. The number of beginning
of the period has been adjusted.

The effect of the correction is set out below:

Items Rmb 000
Net assets at 31 December 2003 (6,518)
Accumulated losses at 31 December 2003 1,926
Net assets at 1 January 2003 (6,518)
Accumulated losses at 1 January 2003 (5,215)
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3.

5.

Subsidiary companies

At 31 December 2004, the Company had investments in the following principal subsidiaries,
all of which are unlisted companies established and are operating in the PRC:

Registered Equity

capital  interest
Company’'sname RMB’'000 (%) Principal activities
Shanghai Shanggong Import & Export . ) .
32,000 90 Provision of import and export business
Co., Ltd.
Shanghai  Flyingman Import and o . .
10,000 80 Provision of import and export business
Export Co., Ltd.
Shanghai  Shuangchong  Sewing 12,000 70 Manufacturing and sale of sewing machines
Machine Co., Ltd. ' and spare parts
Shanghai Industrial Sewing Properties 5,000 % Properties development and provision of
Development Co. Ltd. ' consultation and management services
Changsha Huari Biology and 25 000 90 Manufacturing and sales of biological and
Chemical Industria Co., Ltd. ' chemical products
Shanghai  Shangyuan  Technology 6.000 20 Development and design of sewing machines
Development Co., Ltd. ' and provision of consultation services
Shanghai Sifangtongji Purified Water ) .
697 91.535 Manufacturing and sale of purified water
Co., Ltd.
Shanghai  Shanggong Jiarong Sewing 4,000 - Manufacturing and sale of household sewing
Machine Co., Ltd. ' machines and spare parts
Shanghai Shanggong Fangtian 2,000 &0 Manufacturing and sale of sewing machines
Machinery Co., Ltd. ' and spare parts
. . . Manufacturing and sale of sewing machines
Shanghai  Shanggong Xinda Sewing .
i 3,100 67.74 and spare parts and provision of after sale
Machine Co., Ltd. )
services
Shanghai  Shanggong  Enterprise 1,000 90 Sale of sewing machines and provision of
Management Co., Ltd. ’ management services
Shanghai Butterfly Import and Export . . .
10,000 80 Provision of import and export business
Co., Ltd.
Shanghai Shanggong Songda 3000 65 Manufacturing and sale of sewing machines
Machinery Co., Ltd. ’ and spare parts
Shanghai Shanggong Jiayuan . ) )
i . Manufacturing and sale of sewing machines
Machinery & Electronic Technology 3,000 56
and spare parts
Co., Ltd.
Shanghai shanggong asset operat
g g90nd P 30,000 90 Investing and consulting
& manage Co.,Ltd.
) Manufacturing and sale of office equipment
SMPIC Corporation Ltd. 125,000 90

Sales

and glass products

Sales are mainly made in the PRC and mainly represents the sale of sewing machines and
related spare parts to customers, at invoiced value net of discounts and value-added tax. No
segment information is presented as over 90% of the Group's sales are derived from the sale

of sewing machinesin the PRC.
Other income
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Other income:

Proceeds from selling raw materials
Rental income

Trademark management

Service

Technical advise

Interest income

Other gains from investments

Gains from disposal of fixed assets
Others

Other operating expenditure

Provision for bad and doubtful debts

Provision for impairment loss of inventories
Provison for impairment loss of long-term investments
Provison for impairment lossof ~ other investments
Provision for impairment loss of fixed assets

Loss from disposal of long-term investments
Others

Net income from other operating

Finance costs

Interest expense
Net exchange losses
Others
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2004 2003
Rmb 000 Rmb 000
1,127 1,051
10,818 6,770
392 697
4,831 2,504
4 256
4,794 3,956
75,562 18,308
32,599 42 525
2,814 4,146
132,941 80,213
8,729 (16,113)
2511 (3,691)
29 (949)
24 -
(6,280) (45)
- 406
87 435
5,100 (19,957)
127,841 100,170
2004 2003
Rmb 000 Rmb 000
30,808 36,334
452 68
1,192
32,452 T

A7 Anr~



7.

8.

0.

Profit before taxation

Included in the profit before income tax are
the following revenue items:

Operating revenue

Other income
Total revenue

Profit before income tax is arrived at after
charging the following expenses:

Other operating expenses

Interest expenses

Less: Transfer to construction in progress
Exchange loss

Depreciation of fixed assets
Amortization of intangible assets

Staff costs:

-Wages and salaries
-Retirement costs (defined contribution fund)

I ncome taxation

notes

11

10

2004 2003
Rmb ’ 000 Rmb ’ 000
1,019,351 858,666

132,941 80,213
1,152,292 938,879
5,100 (19,957)
30,808 36,334
30,808 36,334
452 68
36,467 32,589
16,673 12,115
48,574 40,555
13,215 4,652
61,789 45,207

Pursuant to relevant PRC tax regulations, the income tax rate applicable to the Company is
15%. The Group’s subsidiaries are subject to tax rates applicable to enterprises in the PRC.

Company and subsidiaries
Share of taxation of associates

Earnings per share

2004
Rmb ’ 000
13,029
367
13,396

2003
Rmb * 000
5,016

74

2,090

Earning per share is calculated by dividing the net profit attributable to shareholders for the
year ended 31 December 2004 of RMB 1,817,000 (2003: RMB 13,988,000) and the number
of 448,886,777 “A” and “B” sharesin issue (2003: 298,669,661 shares) during the year.
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10.

1.

Intangible assets

Land use right
Goodwill Trademark S K now-how Total
Rmb "000 Rmb "000 Rmb '000 Rmb '000 Rmb '000
Origina value:
At 12 December 2003 112,062 20,161 71,616 2,437 206,276
Additions 23,553 - 211,175 9 234,738
- (50,415) (120) (50,535)
Disposa -
At 12 December 2004 135.615 20,161 232,376 2,327 390,479
Amortization:
At 12 December 2003 43,969 5,040 52,291 743 102,043
Amortization (note 8) 12,445 2,016 2,165 48 16,674
Written back for the year -
At 12 December 2004 56,41 7,056 54,456 791 118,717
Net value
At 12 December 2003 68,093 15,121 19,325 1,694 104,233
At 12 December 2004 79,201 13,105 177,920 1,536 271,762
Fixed assets
Machinery Furniture
and Motor and office
Buildings  equipment vehicles  equipment Total
Rmb '000 Rmb’'000 Rmb’000 Rmb’000 Rmb’000
Cost:
At 12 December 2003 195,356 465,660 20,830 16,722 698,568
Addition 69,892 41,629 8,588 4,655 124,764
Transfer  from  construction in
progress (Notes 12) 6,710 4,583 - - 11,293
Disposal (27,867) (96,349) (7,132) (2,356)  (133,705)
At 12 December 2004 244,091 415,523 22,286 19,021 700,921
Accumulated depreciation:
At 12 December 2003 56,313 269,903 13,290 12,608 352,114
Written back for the year (15,326) (65,314) (3.839) (2,198) (86,677)
At 12 December 2004 63,058 250,584 13,993 14,925 342,560
Provision for impairment of fixed
assets:
At 12 December 2003 11,199 71,136 - - 82,335
Charge for the year - - - - -
Written back for the year 6.280 792 _- _- 7,072
At 12 December 2004 4,919 70344 = = 15263
Net book value after provision:
At 12 December 2003 127,844 124,621 7,540 4,114 264,119
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12.

13.

At 12 December 2004 176,114 94,595 8,293

(&) The Group’s buildings are al situated in the PRC and on the land for which the Group has

been granted land use rights for an unspecified period.

(b)Bank loans are secured on buildings and plant and machinery to the net book amount of

RMB72,790,000 (note 23).

The Company’s directors are of the opinion that the provision for impairment of fixed assets

is adequate and appropriate.

Construction in progress

2004 2003

Rmb '000 Rmb ' 000

At 12 December 2003 9,248 9,569
other - 873
Additions 20,774 4,138
Transfer to fixed assets (11,293) (1,750)
Transfer to others (10,280) (2,977)
8,449 9,853

Provision for impairment of construction in progress (605)
At 12 December 2004 8,449 9,248

No interest costs on borrowings are capitalized during the year (2003: Nil).

The Company’s directors are of the opinion that the provision for impairment of

construction in progress is adequate and appropriate.

I nvestmentsin associates

2004 2003

RMB’000 RMB’000

At beginning of year 26,828 161,707
other 50,261 (134,006)
Share of increase in reserves - 113
Share of results before tax (805) (844)
Share of tax (note 9) (366) (74)
Share of results after tax (4,171) (918)
Dividends received - (68)
Reversal of provision for impairment (23,800) -
At end of year 52,118 26,828
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Particulars of the associates, which were all established and operate in the PRC, are as

follows:
equity
interest
Company’shame (%) Principal activities
Shanghai Fuhua  Light  Industria . . )
Machinery Co., Ltd 55% Manufacturing and sale of sewing machine
Shanghai Industrial Materials Trading 100% Sale of industrial sewing machines and related spare
Company parts
g;anlg_g?jl Yongde Economic Development 80%  Electric equipment and parts construct hardware
Shar_wghal Baoling Complete Engineering 90% Construct material
Equipment Co., Ltd
\lf\:gx' Shanggong sewing machine Co., 80% Manufacturing and sale of sewing machine
[l%n tong Shanggong sewing machine Co., 65% Manufacturing and sale of sewing machine
Shanghai Juki Sewing Machine Co., Ltd. 30%  Manufacturing and sale of household sewing machine
Shanghai  Industrial  Sewing Machine o . . .
Maogiao Paint Coating Factory 54.49% Manufacturing of paint coating
Shanghai  Shanggong Motor  Vehicles - . .
Transportation Services Company 100% Provision of transportation services
Shanghai Sewing Machine No. 4 Factory 0 . . .
Sijing Associated Factory 68% Manufacturing of sewing machine parts
ggangtsgu Qixing Electroplate Hardware 45% Manufacturing of hardware
Shanghai Xin-hu glasswork 20% Manufacturing and sale of glassware
ggargza' SMPIC Hui-he Office Equipment 30% Manufacturing and sale of office equipment
ghanghal Number-Machine work  Sales 100% Manufacturing and sale of Number-Machine
epartment
Shanghai Baochi Great Wall Printing . .
Number Machine Co. , Ltd. 20% Manufacturing and sale of Number-Machine
Shanghai Baolilai ImageCo., Ltd. 271% Sale of Video Manufacture
Shanghai SMPIC Light Communication Manufacturing and sale of Communications Materi
30%
Co.,Ltd. as
gf;arlgtgal SMPIC - ChangFeng  Kryptol 20.77% Manufacturing and sale of Kryptol
gf;arligtga Yichang  Office  Equipment 50% Manufacturing and sale of office equipment
L ong-term investments
2004 2003
Rmb '000 Rmb '000
Listed investments 28,118 27,507
Unlisted investments 44,865 38,043
Others 1,055 1,087
74,038 66,637
Provision for impairment of long-term investments (1,837) (1,808)
72,201 64,829

Long-term investments represent listed and unlisted investments in the PRC incorporated
companies of not more than 20% of their share capital/paid up capital. Investments in

51



listed companies represent various legal person shares in certain listed companies in the PRC.
Pursuant to the Standard Opinion on Joint Stock Companies Limited by Shares issued by
relevant PRC authorities, legal person shares are not transferable and not alowed to be
traded on the stock markets except with the approval of relevant authorities. Such
investments are measured at cost.

At 31 December 2004, available-for-sale investments other than the investments in lega
person shares of the Group have neither a quoted market price in an active market nor a
fixed maturity, and are measured at cost after assessment of impairment.

The Company’s directors are of the opinion that the diminution provision for impairment of
long-term investment is adequate and appropriate.

15. Inventories
2004 2003
Rmb 000 Rmb ' 000
Raw materials 49,242 58,592
Work in progress 28,549 27,891
Finished goods 157,248 106,876
L ow-value consumabl e goods 2,293 1,259
237,332 194,618
Provision for impairment of inventories (33,753 (32,328)
203,579 162,290

The Company’s directors are of the opinion that the diminution provision for impairment of
inventories is adequate and appropriate.

16. Tradereceivable

2004 2003

Rmb '000 Rmb '000

Trade receivable 229,216 336,866
Provision for bad debts (48,218) (58,761)
180,998 278,105

Concentrations of credit risk with respect to trade receivables are limited due to the Group’s
large number of customers, who are mainly dispersed in the PRC, cover the spectrum of
manufacturing and distribution and have a variety of end markets in which they sell. Due to
these factors, management believes that no additional credit risk beyond amounts provided
for collection losses is inherent in the Group’ s trade receivables.
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17.

18.

19.

20.

21

22.

Duefrom / (to) shareholders

The amounts due from/(to) shareholders are unsecured, interest-free and are repayable on

demand.

Duefrom / (to) associates

The amounts due from/(to) associates are unsecured, interest-free and are repayable on

demand.

Duefrom / (to) related companies

The amounts due from/(to) related companies are unsecured, interest-free and are repayable

on demand.

Prepayments and other receivables

2004 2003

Rmb '000 Rmb '000

Prepayments 7,468 48,773
Other receivables 121,885 75,085
129,353 123,858

Provision for bad debt (23,438) (23,125)
105,915 100,733

The Company’s directors are of the opinion that the diminution provision for prepayments

and other receivables is adequate and appropriate.

Short-term investments

2004

Rmb '000

Security investment 1,387
Other investment 28,300
29,687

Accrualsand other payables

2004

Rmb 000

Advances from customers 14,401
Other payables and accrued liabilities 84,572

53




23.

98,973 74,968
Bank loans

2004 2003
Rmb '000 Rmb '000

Bank loans:
Secured 514,460 545,860
Unsecured 88,070 150,126
602,530 695,986

Bank loans:
Duein one year 601,510 688,210
Long-term loan repaid in one year 1,020 7,776
602,530 695,986

(@ Thebank loansinclude secured bank loansin atotal amount of RMB72,790,000 (2003:
RMB65,330,000). The bank loans are secured over certain of the buildings of the Group

(note 11).

(b) Certain bank borrowings of the Group were guaranteed by the following companies:

2004 2003

RMB’000 RM B’ 000

Shanghai Huayuan Enterprise Development Co., Ltd.* 127,870 117,870

Shanghai Construction Materia (Group) Company* 70,500 99,500

China Huayuan Group Co., Ltd.* 97,300 99,300
Shanghai Economic Technique Investment Guarantee

Company Shanghai Branch - 7,225

Shanhai Jiuhe Enterprise Development Co., Ltd. 2,000 2,000

Shanghai Industry Economic Assurance Co., Ltd. 10,000 -

307,670 325,895

* The Group has provided cross guarantees for bank borrowings granted to these

companies. Details are shown in note 31.

(c) The bank loans RMB134,000,000 (2003: RMB154,635,000) are pledged over export

refund ,bank deposit and trade receivable.



24, Borrowings

2004 2003
RM B’ 000 RM B’ 000

Bank borrowings:

Secured - 1,875
Unsecured 1.490 3428
1490 5303
Other borrowings
Long term accounts payable 1,627 5,742
3,117 11,045
25. Deferred taxation credits
2004 2003

RM B’ 000 RM B’ 000

=
(o]

A9 61

~

Deferred taxation credit:

No provision for deferred taxation has been made in the financia statements as the effect of
temporary timing differences is not material to the Group.
The amount aboveisrecognized by one of the group’s subsidiary due to donation.

26. Sharecapital

At 31 December 2004, the registered and issued share capital of the Company are as
follows:

2004 2003
Rmb 000 Rmb ' 000
A shares of par value of Rmb 1 each issued to:

State government of the PRC 143,468 124,754

PRC corporate investors 40,844 35,517

PRC individua investors 20,631 17,940
204,943 178,211

B shares of RMB 1 each issued to:

Overseas investors & inland investors 243,944 212,125
448,887 390,336

(a) The holders of A and B shares carry equal rights with respect to the distribution of the
Company'’s assets and profits and are ranked pair passesin all other respects.
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The A shares may only be held by the PRC Government and PRC investors; the B shares
may be held by foreign investors and PRC investors as well.

(b) 58,550,449 shares were transferred to share capital by way of capitalization of capital
reserve.

27. Reservesand undistributed profit/(accumulated |osses)

Statutory  Discretion

Statutory public -ay  Accumul-
Capital Share Other surplus welfare surplus ated
reserve  premium  reserve reserve fund reserve losses Total
RMB RMB RMB RMB RMB RMB RMB RMB
’000 ’000 ’000 ’000 ’000 "000 ’000 ’000
?é o 31 December 59435 189722 20,035 9,008 9,426 1267 (34511) 254,382
Net income for 2003 - - - - - - 13,988 13,988
Transfer to reserves - - - 2,215 2214 - (4,429) -
Transfer to capital - (37,870 - - - - - (37,870
Issue B share - 222640 - - - - - 222,640
Other additions 3132 (2782) (12,335) (4,078) (4,495) (1,267) 31,156 9,331
At31D 2
t31December2003 o567 g7a710 7,700 7,145 7,145 ———— 6204 462,471
Net income for 2004 - - - - - 7_ 1,817 1,817
Transfer to reserves - - - 7,342 4,146 - (11,488) -
Transfer to capital - (58551) - - - - - (58,551)
Equi_ty_ other change of _ ) 189 _ ) _ ) 189
subsidiary
h
Other - (579) (579) _ 1158
At 31 December 2004 ]
ecember 62567 313159 7,889 13908 10712 - (2309) 405926
(a) Capital reserve and share premium
() Capital reserve comprises mainly surplus between the appraised value of assets

transferred to the Company and the value of shares issued when the Company
was converted from a state-owned enterprise into a joint stock limited company.

() Share premium represents the premium on the issue of ordinary shares.
Pursuant to relevant PRC regulations, capital reserve and share premium can be
used to increase ordinary shares and to reduce any losses incurred, subject to
approval by shareholders at general meeting.

Capital reserve RMB58,550,449 were transferred to share capital by way of
capitalization of capital reserve.

() Included in other reserve are tax liabilities and staff benefits liabilities assumed
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by the major shareholder.

(b) Reserve funds

( )Statutory surplus reserve

The Group is required each year to transfer 10% of the profit after tax as reported
under the PRC statutory financial statements to the statutory surplus reserve until
the balance reaches 50% of the registered share capital. This reserve can be
used to reduce any losses incurred or to increase ordinary shares. Except for the
reduction of losses incurred, any other usage should not result in this reserve
bal ance falling below 25% of the registered capital.

( )Statutory public welfare fund

The Group is required each year to transfer 5% - 10% of the profit after tax as
reported under the PRC statutory financial statements to the statutory public
welfarefund. Thisreserveisrestricted to capital expenditure for staff collective
welfare facilities which are owned by the Group. The statutory public welfare
fund is not available for distribution to the shareholders except upon liquidation
of the Company.

( )Discretionary surplus reserve

The discretionary surplus reserve can be set up by means of appropriation from
the retained earnings or transfer from statutory public welfare fund. Subject to
approval by shareholders in general meeting, the reserve can be used to reduce
any losses incurred, to increase ordinary shares or for paying dividends. Any
transfer to the reserve also requires the approval of shareholders at general
meeting.

( )Transfer from profit for the year
The amount transferred to the statutory surplus reserve and statutory public
welfare fund shall be based on the profit after tax in the statutory financial
statements prepared in accordance with PRC GAAP.
(c) Profit distributable to shareholders
Pursuant to a document issued by the Ministry of Finance of the PRC, the profit
after appropriation to reserves and available for distribution to shareholders

shall be the lower of the accumulated distributable profits as determined based on
PRC accounting regulations and the accumulated distributable profits adjusted
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according to IFRS.

28. Cash generated from operations

Net profit

Adjustmentsfor:

Minority interests

Depreciation

Provision /(written back) for bad debt

Provision /(written back) for impairment loss of inventories
Provision /(written back) for impairment loss of long-term

investment

Provision /(written back) for impairment loss of fixed assets
Provision /(written back) for impairment loss of short-term

investment
Amortization of intangible assets

Net loss/(gain) from disposal of fixed assets
Interest (income)

Losg/(gain) from disposal of investment
Loss/(gain) from disposal of long-term investment
Interest expenses

Loss/(gain) from foreign exchange

Profit before working-capital

Decrease/(increase) in inventories

Decrease /(increase) in notes receivables

Decrease /(increase) in accounts receivables
Decrease/(Increase) in prepayments and other receivables
Increase/(decrease) in notes payables

Increase/(decrease) in accounts payables
Increase/(decrease) in accruals and other payables
Increase/(decrease) in tax payables

Increase/(decrease) in provisions

Cash flow from operating activities

Income tax paid
Net cash inflow from operating activities
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2004

(6,700)
36,467

8,729
(2,511)

29
(6,550)

24
16,673
(30,967)
(3,347)
(9,405)
(63,524)
39,283
452

(38,025)
86,531
(115,250)
(17,026)
(27,706)
(818)
22,179
46,800
60,676

21,913

21,347
566

2003
Rmb’000 Rmb’000 Rmb’000 Rmb’000

862
32,773
(16,113)
(3,592)

(949)

12,115

(2,236)
(3,956)
(7,345)
(10,558)
36,334
60

13,158
(31,231)
(24,321)
(64,915)
(15,215)
(34,802)

19,563
(11,792)

19,940

(149,555)
(92,250)

(5,090
97,340



29.

30.

Net cash outflow from disposal of subsidiary

During the year of 2004, the Group disposes ChangshaHuari Biology and Chemical Industria Co.,
Ltd. and Shanghai Xin-hu glasswork.

Net assets disposed: 2004
Rmb 000
Cash and bank deposit 4,498
Inventories 33,573
Accounts and other receivables 70,256
I nvestments in associates 5,989
Real estate, works and equipment 92,953
Bank loans 65,361
Accounts and other payables 74,006
Minority interests 3,130
Total disposed value 125,864
Payment way:
Bank deposits 82,448
Accountsreceivables 43,416

Net cash outflow from disposal of subsidiary:
Cash payment -
Disposed cash and cash equivalents 77,950

Related party transactions

(@) Relationships

In the opinion of the directors, Shanghai Light Industrial Holding (Group) Company, a
company incorporated in the PRC and which owns 26.40% of the Company’s ordinary
shares, is the mgjor shareholder of the Company. Particulars of principal subsidiaries and

associates are shown in note 3 and note 14 respectively.

(b) During 2004, the Group has the following transactions with related parties:

Note 2004 2003
Kind of transaction RMB’ 000 RMB’ 000
Provide finance to shareholders 197,130 171,200
Provide finance to associates 142,130 22,320
Provide finance to related companies - 118,580
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Purchase of subsidiary to shareholders ) 189,110 -
Purchase of Land userights to shareholders ) 93,416 13,700
Disposal of subsidiary to related parties ) 89,579 -

(b)  During 2004, the Group has the following transactions with related parties-continued

() During 2004, The company get 56.03% equity interest in SMPIC from Shanghai Light
Industrial Holding (Group) Company by exchanging the account receivables amounted to
RMB 189,110,000. Then the group owes 90% of SMPIC's share.

() During 2004, The Group paid RMB 89,579,000 to Shanghai Light Industrial Holding
(Group) Company for obtaining the property right of the land of 73,855 square meters. The
purchase price, evaluated by legal organization, was paid by once. All the procedures have
been completed by the end of report year.

() During 2004, 80% equity interest in Shanghai Xinhu glasswork held by one subsidiary
of the Group was disposed of to arelated party Shanghai Pudong Investment & Management
of State-owned Assets Co., Ltd. The price is RMB 93,416,000. The group realized gains
from the disposal approximately = RMB 46,790,000. Correlative procedures were
completed.

(c) Details of balance with shareholders, associates and related parties are set out in
notesl7 18and 19 respectively.

(d) Directors remuneration

The total remuneration of the directors for the year was approximately RMB 2,399,600
(2003: RMB1,112,000).

Commitments and contingent liabilities

(8 At 31 December 2004, the Group had provided guarantees for bank borrowings
granted to the following companies:

2004 2003

RMB’000 RMB’000

Shanghai Huayuan Enterprise Development Co., Ltd.* 140,000 100,000

Shanghai Construction Materia (Group) Company* 70,000 30,000

China Huayuan Group Co., Ltd.* 30,000 100,000
Shanghai Filidle Of China Economy Technology Investment

Assurance Co., Ltd. 4,250 -

Shanghai Xin-hu Glasswork 1,150 -

Shanghai Shanggong Needle Co., Ltd 19,010 30,660
Shanghai Industrial Sewing Machine Supply and Marketing

Company - 15,000
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Shanghai Sewing Construction Properties Development Co. Ltd. - 5,0

264,410 280,6

*  These companies have provided cross guarantees in respect of bank borrowings granted
to the Group. Details are shown in note 23.

(b) The lawsuit, in which the group litigated for the impawn case of the national debts
valued RMB 30,000,000 it entrusted Deheng Securities Co., Ltd. to realize the investment,
has been concluded by the court. The court put on record the execution of this lawsuit on
October 11, 2004. For that Deheng Securities Co., Ltd. was involved in severa lawsuits
and all its assets had been frozen and sealed up by other courts, the court didn’t find any
convertible assets to commute for the debts in this litigation. As aresult, the court judged
to suspend the related execution.

According to the Circular ZJJGZ 2004-109 by China Securities Regulatory Committee, the
Croup finished all the necessary register procedures of creditor’s right declaration to the
Trustee Office in China Huarong Assets Management Co., Ltd. which operates the assets of
Deheng Securities Co., Ltd. Judging from the Announcement of Creditor's Rights
Declaration towards Deheng Securites Co., Ltd. prepared by the Trustee Office, all the
validated debts will be liquidated based on relative laws, regulations and policies of the
country.

At 31 December 2004, the carrying amount of the investment is RMB 28,3000,000, and no
impairment loss is recognized.

Pension scheme

The PRC companies within the Group participate in certain employee pension scheme
managed by local governmental organizations. According to the relevant provisions, the
Group is required to make contributions to local government organizations based on 22.5%
(2003: 22.5%) of the basic salaries of the employees. The Group has no further liabilities
other than the above contributions.

Subsequent events (non-adj usted events)

(8 On March,35 2005, the group transfer EUR 10,000,000 to Shanggong (Europe) holding
Co., Ltd which will purchase Durkopp Adler AG company.

(b) The period subsequent to the Baslance sheet, the group loan from bank RMB
84,000,000 and refund RMB 132,200,000.

Other significant events

(@ During 2004, the group paid RMB 16,137,400 for obtaining one building situated in
PRC . All the procedures have been completed by the end of report year.
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(b) During 2004, 90% equity interest in a subsidiary held by the group was disposed of in
RMB 32,448,000. The group realized gains approximately RMB 534,000 from the disposal.
All the procedures have been completed by the end of report year.

(c) During 2004, one subsidiary of the group transfer one building situated in PRC in RMB
30,000,000. The group realized gains RMB 22,415,000.

(d) During 2004, the maor shareholder Shanghai Light Industrial Holding (Group)
Company transfer 3.38% State government of the PRC of the group’s to China Orient assets
management company. All the procedures have been completed by the end of report year.
Then it owns 26.40% of the group’s ordinary shares.

(e) During 2004, the major shareholder Shanghai Light Industrial Holding (Group)
Company transfer 26.40% State government of the PRC of the group’s to Shanghai Pudong
area state asset management office. The proceduresis on the march.

(f) On February 2005, the group isrenamed as  “SGSB Group Co., Ltd".

(g) During 2004, the group sign formal agreement of purchase 94.98% equity interest in
Durkopp Adler AG company held by FAG company. Along with the adjustment of the item
project, the group is willing to establish the Shanggong (Europe) holding Co., Ltd in
Germany. The totally investment will be about ERU 17,000,000 in order to purchase
Durkopp Adler AG company. The significant condition of transaction has been completed.

Impact of |FRS adjustments on net income and net assets
The impact of IFRS adjustments on the PRC statutory financial statementsis as follows:
2004
Net profit  Net assets
RMB’'000 RMB’'000
As per the PRC statutory financial statements 3,768 857,321
IFRS adjustments
- Recognize loss 14 -
- Elimination of unrealized gains/loss on transaction to associates 150 (393)
- Write off of capitalized expenses 2,115 2,115
Asrestated after IFRS adjustments 1,817 854,813
Approval of the consolidated financial statements

The consolidated financia statements were approved and authorized for issue by the Board
of Directors of the Company on 25th April 2005.
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Chapter XII. For Reference

1. Financial Satements signed by the legal representative, chief account and
accounting manager

2. Original audit report signed by the certified public accountant and sealed by the
accounting firm

3. Original documentation and announcements about the Company, carried in the
newspaper assigned by China Security regulatory Committee within report year

SGSB Group Co., Ltd.
Chairman of BOD: Zhang Min
April 27, 2005

If the English Version of this Annual Report involves any different meanings
from the Chinese Version, thelatter shall be effective.
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Prepared by SGSB.Group Co., Ltd.

Balance Sheet

Asat 31 December 2004

RMB'

Assets o Consolidated Consolidated Parent Company Parent Company Liabilitiesand ) o Consolidated Consolidated Parent Company Parent Company
- Atendof period |- At beginning of period| - At end of period -Atbeginningof period | Shar eholder s Equity - Atend of period |- At beginning of period| - At end of period - At beginning of period|
Current assets: Current li i
Cash and bank 51 545,965,518.03 635,610,284.65 325,701,535.51 526,656,348.43 | Short-term |loans 5.16 601,510,000.00 688,210,000.00 465,020,000.00 437,520,000.00
Short-term investment 52 29,687,059.43 410,620.00 28,698,982.61 41062000 Bills payable 517 610,000.00 1,427,980.00 610,000.00 28,266,568.58
Bills receivable 53 2577,432.58 90,223,932.20 840,000.00 71,193,240.07 | Accounts payable 518 164,705,128.04 149,960,881.64 83,866,218.62 65,932,674.34
Dividend receivable 68,109.70 5,429,149.82 4,436,795.87 918,822.60 |Advances on sales 519 14,401,387.23 14,623,706.77 2,163,352.10 3,771,749.90
Interest receivable 0.00 0.00 0.00 0.00 o oS 7,030,945.01 4,151,267.77 000 0.00
Accounts receivable 5.4 180,997,765.43 278,105,085.79 111,469,669.70 176,789,638.69 | Staff welfare fund unpaid 495,143.76 1,804,870.02 0.00 0.00
Other receivables 55 120,276,478.60 54,586,350.31 46,531,450.52 47,287,487.98 | Dividend unpaid 520 3,354,912.62 2,811,098.91 1,532,818.86 1532,818.86
Prepayments 56 7,468,201.86 48,773,320.09 1,947,039.99 7,098,594.95 | Tax unpaid 521 2,735,880.09 (57,939,975.66) (212,108.93) (190,229.36)
. . Other outstanding
Subsidly receivable 57 2,573,254.21 9,932,361.65 0.00 0.00 |payments 54,050.43 767,554.02 169.23 733,289.73
Inventories 58 203972,040.44 162,833,054.07 138,639,753.53 101,281,097.38 [Other payables 522 76,835,512.84 52,877,827.71 81,945,704.49 76,743,234.98
Deferred Expenses 59 210533.86 44,124.66 0.00 0.00 |Pre-paid expenses 523 230,225.89 142,427.45 0.00 0.00
Long-term investment in bonds to " P,
be egpi red within one year 0.00 0.00 0.00 0.00 Contingentliabilities 0.00 0.00 0.00 0.00
Other current assets 0.00 0.00 0.00 0.00 | Deferred income 0.00 0.00 0.00 0.00
Long-term liabilities to bef
Total current assets 1,003,796,394.14 | 1,285048,283.24 658,265,227.73 931,635,850.10 |expired withinoneyear | s24 1,020,000.00 7,776,000.00 400,000.00 400,000.00
L ong-term investment: 0.00 0.00 0.00 0.00 |Other current liabilities 0.00 0.00 0.00 0.00
Long-term investment in stocks 5.10 196,954,396.29 158,662,883.90 528,810,520.82 321,904,989.10 0.00 0.00 0.00 0.00
Long-term investment in bonds 511 1,055,000.00 1,087,500.00 1,000,000.00 1,000,000.00 | Total current li 872,983,185.91 866,613,638.63 635,326,154.37 614,710,107.03
Total long-term investment 198,009,396.29 150,750,383.90 529,810,520.82 322,904,989.10 |L ong-ter m liabilities: 0.00 0.00 0.00 0.00
Among which: variance due to
Long-term loans
consolidation 73,690,206.73 68,093,434.46 0.00 0.00 525 1,489,984.87 5,303,279.01 0.00 0.00
Among which: variance of
invesmr:};n in stocks 73,690,206.73 68,093,434.46 0.00 0.00 Bonds payable 0.00 0.00 0.00 0.00
Long-term accounts
Fixed assets: 0.00 0.00 0.00 0.00 |payable 5.26 1,626,944.32 5,742,200.66 1,474,782.00 1,474,782.00
Fixed assets, at cost 5.12 700,921,038.74 698,568,402.34 555,776,592.33 542,908,247.36 | Specific payable 0.00 0.00 0.00 0.00
Less: Accumulated depreciation 342,895,348.89 353,142,443.36 292,906,159.99 272,852,734.19 |Other long-term liabilities 0.00 0.00 0.00 0.00
Fixed assets, net value 358,025680.85 | 34542505898 | 26287043234 27005551317 |\ oy oo o 3116929.19 11,045479.67 1,474,782.00 1,474,782.00
Less: Provision for devaluation of|
fixed assets 75,262,191.48 82,334,440.32 75,111,879.85 81,391,879.85 |Deferred taxation: 0.00 0.00 0.00 0.00
Fixed assets, net amount 282,763,498.37 263,091,518.66 187,758,552.49 188,663,633.32 | Deferred tax, credit 527 1,197,067.41 617,534.78 0.00 0.00
Construction materials 0.00 0.00 0.00 0.00 [Total liabilities 877,297,182.51 878,276,653.08 636,800,936.37 616,184,889.03
Construction in progress 513 8,448,983.17 9,248,401.61 1,342,557.50 922,127.00 0.00 0.00 0.00 0.00
Disposal of fixed assets 0.00 0.00 0.00 0.00 [Minority Interests 52,116,378.07 23,579,068.95 0.00 0.00
Total fixed assets 291,212,481.54 272,330,920.27 189,101,109.99 189,585,760.32 |Shar eholder s equity: 0.00 0.00 0.00 0.00
Intangible and other assets: 0.00 0.00 0.00 0.00 [Share capital 528 448,886,777.00 390,336,328.00 448,886,777.00 390,336,328.00
Intangible assets 514 198,072,003.20 36,139,297.51 110,176,733.07 23,873,542.25 |Capital reserve fund 529 383,614,665.68 441,976,114.68 383,614,665.68 441,976,114.68
Long-term deferred expenses 515 5,644,302.17 1,028,092.74 4,680,000.00 0.00 [Surplus reserve fund 530 24,620,633.62 14,290,478.50 4,546,242.52 3,900,562.02
Including: Staff welfare
Other long-term assets 0.00 0.00 0.00 0.00 |fund 10,717,606.50 7,145,230.27 227312126 1,950,281.01
Total intangible and other Unverified investment
assets 203,716,305.37 37,167,390.25 114,856,733.07 23,873,542.25 |10SS 532 (311,885.03) (325,903.02), 0.00 0.00
0.00 0.00 0.00 0.00 [Undistributed profit 531 510,825.49 7,073,237.47 18,184,970.04 15,602,248.04
Deferred taxation: 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Difference of foreign
0.00 0.00 0.00 0.00 |currency translation 0.00 0.00 0.00 0.00
Deferred taxation, debit Total shareholders
0.00 0.00 0.00 0.00 |equity 857,321,016.76 53,350,255.63 855,232,655.24 851,815,252.74
Total Liabilitiesand
Total Assets 1,786,734,577.34 | 1,755,205977.66 | 1,492,033,591.61 1,468,000,141.77 |Shar eholders Equity 1786,734,577.34 | 1,755,205977.66 1,492,033591.61 | 1,468,000,141.77

Legal representative:ZhangMin

Financial director:MaMinLiang

Accountant: XuXiaoHui



Profit/L oss and Profit Distribution Statement

For the Year 2004

Prepared by SGSB Group Co.,, Ltd. RMB'
. Consolidated . Consolidated Parent Compan
Item No. |-urgeurrent| -Purinothe |"EEECORE] - ouringthe smepetod of Item No. | Tburing | -Durinathe Parent Company “ourngie
period sameperlod of period anterior year current period mepenod of - During current period sameperlodof
anterior year anterior year anterior year
1. Principal operating revenues 5.33 | 996,246,688.32 | 866,798,366.22 | 159,280,966.67 206,928,005.95 |6. Profit availablefor distribution 11,998,983.71 | 11,502,489.11 18,830,650.54 |  18,451,320.82
Less: Operating cost 534 | 882,059,263.40 | 755986,456.20 | 140,742,918.78 184,166,965.74 |Less: Provision of statutory surplus reserve 7,342,037.09 | 2,214,625.82 322,840.25 1,424,536.39
Operating tax and subsidies 5.35 2,400,219.10 1,801,741.19 0.00 0.00 Provision of statutory public welfare reserve 4,146,121.13 |  2,214,625.82 322,840.25 1,424,536.39
0.00 0.00 0.00 0.00 Fund for staff welfare and reward 0.00 0.00 0.00 0.00
2. Principal operating profit 111,787,205.82 | 109,010,168.83 |  18,538,047.89 22,761,040.21 0.00 0.00 0.00 0.00
Add: Other operating profit 5.36 17,758,328.09 |  14,413,400.19 5431,428.77 6,471,490.99 0.00 0.00 0.00 0.00
Less: Operating expense 36,496,343.49 28,529,753.48 6,546,019.34 4,793,490.84 0.00 0.00 0.00 0.00
Administration expense 157,151,050.82 | 102,490,323.93 | 56,447,442.88 34,720,222.89 0.00 0.00 0.00 0.00
Financial expense 5.37 27,658,171.10 |  35081,971.95 | 19,808,711.82 27,518,673.57 | 7. Profit available for distribution to shareholders 510,825.49 |  7,073,237.47 18,184,970.04 |  15,602,248.04
0.00 0.00 0.00 0.00 |Less: Dividend payable for priority shares 0.00 0.00
3. Operating profit (loss) (91,760,031.50)| (42,678,480.34)| (58,832,697.38) (37,799,856.10) Provision of discretionary surplus reserve 0.00 0.00
Add: Investment income 5.38 74,250,899.99 |  17,933,050.49 |  56,031,748.00 12,608,522.77 Dividend payable for common shares 0.00 0.00
Subsidy income 5.39 1,748,184.00 2,518,176.16 23,156.00 28,656.00 Dividend for common shares capitalized 0.00 0.00
Non-operating income 5.40 33,712,084.27 | 53,613,611.47 242,220.61 49,732,578.49 0.00 0.00
0.00 0.00 0.00 0.00 |8. Undistributed profit 510,825.49 7,073,237.47 18,184,970.04 15,602,248.04
Less: Non-operating expense 5.41 (5,560,006.54)|  11,354,463.70 |  (5,763,975.27) 10,324,537.26 0.00 0.00
4. Total profit 23,511,143.30 20,031,894.08 3,228,402.50 14,245,363.90 0.00 0.00
Less: Income tax payable 13,029,329.67 5,015,744.27 0.00 0.00 |Supplements; 0.00 0.00
Minority interests 6,700,052.63 779,625.50 0.00 0.00 | 1. Profit from sale and disposal of invested units 0.00 0.00
Add: unverified investment loss (14,017.98) 359,078.24 0.00 0.00 |2. Loss from natural disasters 0.00 0.00
0.00 0.00 0.00 0.00 |3. Profit increase / decrease by accounting policy change 0.00 0.00
5. Net profit 4. Profit increase / decrease by accounting estimation
3,767,743.02 | 14,595,602.55 3,228,402.50 14,245,363.90 |change 0.00 0.00
Add: Undistributed profit at beginning of
period 7,073,237.47 | (4,223562.19)|  15,602,248.04 4,205,956.92 |5. Lossin liahilities restructure 0.00 0.00
Transfer from other resources 1,158,003.22 1,130,448.75 0.00 0.00 |6. Others 0.00 0.00
0.00 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00 0.00

Legal representative:ZhangMin

Financia director:MaMinLiang

Accountant:XuXiaoHui



Prepared by SGSB Group Co., Ltd.

Subsidiary Ledger on Provisionsfor Asset Devaluation

For the Year 2004

RMB'

Beginning Balance of the Year

Addition During the Y ear

Reduction During the Y ear

Ending Balance of the Y ear

Item Reversal Dueto Increase of Asset Value Reversal Due to Other Reasons Total
Consolidated Parent Company Cc lated Parent Company Cc lated Parent Company Consolidated Parent Company C Parent Company [ Parent Company

1. Total for Bad Debt Provisions 82,834,766.28 44,322,649.56 30,739,133.74 8,226,999.85 0.00 0.00 (40,618,183.07) (18,588,519.04) (40,618,183.07) (18,588,519.04) 72,955,716.95 33,961,130.37
Among which: for Account Receivable 58,761,040.39 26,146,942.73 13,513,306.24 214,445.09 0.00 0.00 (24,055,998.47) (7,451,588.77) (24,055,998.47) (7,451,588.77) 48,218,348.16 18,909,799.05
for Other Receivable 24,073,725.89 18,175,706.83 17,225,827.50 8,012,554.76 0.00 0.00 (16,562,184.60) (11,136,930.27) (16,562,184.60) (11,136,930.27) 24,737,368.79 15,051,331.32

2. Total Provisionsfor Declination of Short-term Investment 0.00 0.00 23,560.57 11,637.39 0.00 0.00 0.00 0.00 0.00 0.00 23,560.57 11,637.39
Among which: for Stock Investment 0.00 0.00 23,560.57 11,637.39 0.00 0.00 0.00 0.00 0.00 0.00 23,560.57 11,637.39
for Bond Investment 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

3. Total Provisionsfor Declination of Inventories 32,328,175.09 27,171,307.58 1,963,058.77 (684,770.89) 0.00 0.00 (537,962.69) 0.00 (537,962.69) 0.00 33,753,271.17 26,486,536.69
Among which: for Stock Goods 16,965,098.91 12,861,266.27 2,704,707.08 702,233.79 0.00 0.00 (537,962.69) 0.00 (537,962.69) 0.00 19,131,843.30 13,563,500.06
for Raw Materials 13,373,456.82 12,773,305.37 (227,268.17) (419,741.12) 0.00 0.00 0.00 0.00 0.00 0.00 13,146,188.65 12,353,564.25

4. Total Provisions for Depreciation of Long-term Investment 1,808,033.99 1,808,033.99 29,380.49 20,891.42 0.00 0.00 0.00 0.00 0.00 0.00 1,837,414.48 1,828,925.41
Among which: for Long-term Stock Investment 1,808,033.99 1,808,033.99 29,380.49 20,891.42 0.00 0.00 0.00 0.00 0.00 0.00 1,837,414.48 1,828,925.41
for Long-term Bond Investment 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

5. Total Provisions for Depreciation of Fixed Assets 82,334,440.32 81,391,879.85 942,560.47 0.00 (6,280,000.00) (6,280,000.00) (1,734,809.31) 0.00 (8,014,809.31) (6,280,000.00) 75,262,191.48 75,111,879.85
Among which: for Real Property 11,193,777.92 11,193,777.92 0.00 0.00 (6,280,000.00) (6,280,000.00) 0.00 0.00 (6,280,000.00) (6,280,000.00) 4,913,777.92 4,913,777.92
for Michine & Equipment 71,140,662.40 70,198,101.93 942,560.47 0.00 0.00 0.00 (1,734,809.31) 0.00 (1,734,809.31) 0.00 70,348,413.56 70,198,101.93

6. Total Provisionsfor Depreciation of Intengibel Assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Among which: for Patent 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
for Land Use Right 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

7. Provisions for Depreciation of Construction in Progress 604,467.62 0.00 604,467.62 0.00 0.00 0.00 (1,208,935.24) 0.00 (1,208,935.24) 0.00 0.00 0.00
8. Provisions for Depreciation of Trust Loan 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Legal representative:ZhangMin

Finandial director:MaMinLiang

Accountant: X uXiaoHui




Prepared by SGSB Group Co,, Ltd.

Cash Flow Statement

For the Year 2004

Item Ce Parent company Item Par ent company y Information i Parent_company
1. Cash flows from operating activities 3. Cash flows from financing activities: 1. Adjustment of net profit to cash flows generated from operations:
Cash inflow from sale of goods and provision of services 1,130,477,876.98 164,272,647.87 |Absorption of investment 0.00 000 | Netprofit 3,767,744.02 3,228,402.50
Repayment of tax received 109,100,604.22 20735505 ;m;ggr;zh;ﬂmgn ! ok iesmentof minrly sacholders 000 0.0 |9 Minority interests/ loss 6,700052.63 000
Other cash inflow relating to operating activities 7.770,553.87 32,122,516.38 | Borrowings raised 861,231,680.00 713,020,000,00 |Less: Unverified investment loss (14,017.98) 000
Total cash inflow from operating activities 1,247,358,035.07 196,692,519.30 |Other cash inflow relating to financing activities 000 0.00 |Add: Provision for devaluation of assets (33L,704.97)|  1,204,758.76
Payments for purchase of goods and receipt of services 1,003,027,155.58 197,862,914.93 Total cash inflow from financing activities| 861,231,680.00 713,020,000.00 Depreciation of fixed assets 3565297919 | 23,898,161.68
Payments to and for staff 127,849.922.52 41,364,018.94 0.00 Amortization of intangible assets 5,256,049.00 327580018
| Taxation paid 27,805,691.93 4,629.471.93 932,882,840.00 685,520,000.00 Amortization of long-term expense 813,790.57 120,000.00
Other payments relating to operating activities 72.757,922.57 47,972,171.19 |Dividend, interest and profit paid 30,283.270.64 30612,14523 |  Decrease of deferred expenses (less increase) (792,698.22) 000
Total cash outflow from operating activities| 1,231,440,692.60 201,828,576.99 g which: pay for minority 000 000|  Increase of pre-paid expense (less: decrease) 91261847 000
Net cash inflow / outflow generated from operations 1501730247 (95,136,057 55|01 €25 utflow rekting o financing ectviies 000 o000 o EL:;:;‘;')‘“Q of fixed assets, intangible assets and other long-term assts (@0867.157.09) 50611966
2. Cash flow from investing activities: 000 000 Loss on retirement of fixed assets 000 000
Cashinflow from refirement of invesiment 156,782,035.52 104,997,880.00 Total cash outflow from financing activities 972,166,110.64 716,132,14523 | Finencial expense 3902057859 | 30612,14523
Cash inflow from profit of investment 13,452,172.00 957,212.25 Net cash inflow / outflow generated from financing activities -110934,430.64 3112,14523 | Investment Loss (less: investment gain) (72,904.769.88)|  (56,031,748.00)
m e OF disposal of Tred assats, and otfer Tong-term p——— pp—— Deferred tax, credit less debit) (@80014) 000
Other proceeds relating to investment activities 000 000 Decrease of inventories (less increase) (38,025,320.34)|  (36,673,885.26)
Total cash inflow from investing activities 208,171,601.21 106,320,453.96 |4 Influence of fluctuation of exchangerate (451,581.84) (97,853.38)|  Decrease of receivablesin operations (less: increase) 12041555481 | (41,311,970.75)
Increase of payables in operations (less: decrease) (53576,390.15)|  (24,055,850.69)
(Cash paid for investment 76,710,773.87 100,200,000.00 Others, 0.00 0.00
Purchase of fixed assets, intangible assets and other long-term assets 125,636,923.95 108,729,210.58 5. Net increase/ decreasein cash and cash equivalents -80,644,766.62 -200,954,812.92 |Net cash inflow / outflow generated from operations 15917,342.47 | (95,136,057.69)
Other cash paid refating to investment activities 000 000
Total cash outflow from investing activities 202,347,697.82 208,929,210.58 2. Investing and financing activities not relating to cash flows:
Capital transferred from liabilities
Nets cash inflow / outflow generated from investment activities 5,823,903.39 -102,608,756.62 Transferable bonds to be expired within one year
Fixed assets transferred from financing activities
3. Net increase/ decreasein cash and cash equivalents:
Cash and bank balances at end of period 54596551803 | 325,701,53551
Less: Cash and bank balances at beginning of period 63561028465 | 526,656,348.43
Cash equivalent at end of period 000 000
Less: Cash equivalent a beginning of period 000 000
Net increase/ decreasein cash and cash equivalents -89,644,766.62 | -200954,812.92

Legal representative:Zhangllin

Financial director:MaMinLiang

Accountant: X uXiaoHui




