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(3)¥2Ta-"EE300D

1E.Y 100,236,000.00 35.00% 100,236,000.00 35.00%
(HEa  Ed

2. Ay -EERE-Y

3.AU2;0°1a1E

4 .OATELE»OESED

Fa0PECx2AGLE

»UHOABEDLE - Y

AT HnOx1«EHRAUZ; 0°1alE . Y

OwAOTTXEORAGEULE - Y

O»°&-EEAAEULE-Y

T ETEPA:T

1E.YOTYE 100,236,000.00 35.00% 100,236,000.00 35.00%
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Ibi CONETEPA+T2E-Y
1.EEAR+O£OT 2E  48,000,000.00 16.78%
2 .Y3AUETEDPA

TaxEif 138,000,000.00 48.22%
3.%31aETEPPATAxELE

4_FAEQ

ONETEPA+T2E-Y

Ok 186,000,000.00 65.00%

Eyi¢iE-YxUEy 286,236,000.00 100.00%

48,000,000.00 16.78%

138,000,000.00 48.22%

186,000,000.00 65.00%
286,236,000.00 100.00%

30. xE+%1«»y1999A8120A31E00a T T2EEAR+0363,424,211. 770PE-%0 TP E+YOGYUE~+%AGTP+AT £
31.070at«»y1999A8120A31E00a T T2EEAR+095, 136,106 . 1202£-£4A+T  AUEYEGTAE®

7 A EU36EY +E006Y:0 FUAGEY

-0 0atwny 19,403,775.27 16,794,090.89 36,197,866.16

R0 ) 19,906,823.45 12,604,074.54 32,510,897.99

ET0a0 0alw»y 17,233,148.97 9,194,193.00 26,427,341.97

Dj Uk 56,543,747.69 38,592,358.43 95,136,106.12
32.1" -0A8A0E61999A8120A31E00ATTT2EEAR+063,967,703.7202£-%R18A" 0" ECTAE®

(1)1998AéAé+ ELADATUAABACT - OABAGESTT 60,657,145.82

(2)1999A&10£U361" - OABADEOUAN+00EY* -22,328,764.56

(R)p=00°61999A8A351" - OAAAGESTT 38,328,381.26

(4)V0£°1999ABTECT2¢¥»ANES 96,302,192.19

(5)VBECTAE | - 0 0alwryihd 16,635,432.38

6)  T14Fj-"T 1«0rkd 12,604,074.54

(7 1&EjE10a0 0atw»y 9,194,193.00

(®)  TAETTTXExOL«ENTAE jpAlst  E»Uthd 3,605,569.81

(9)%:06£°0a - 01999A&1EA( 28,623,600.00

(10)1999A8120A31E0T” - OAAAGEG0ATT 63,967,703.72

* (%Y2£0p2; 2E»ax0£ " 1999£035CATA | 1213412 " j - O12£»4x0£ 1999£049°ATA  TTET1a%A" 8 - pAOD 10L& "£-x - EYu=00/E1AEATTXY:
+_,12Y5EUAG36T - ORAAGEGEEAR+022,328,764.5602 £

+ 2EUAGEGOR - OAACE OEC, DY L«EY -1 "£-°" 1999AGEPAE CCOANEG10%E-10% - 0+ TAE j - "0~ 0a«ryCT1«0&%ICOE-°" pti Tp
T T7-EA»40D10A0EG - 0Aa0a°  %606£-14E j 10%ET0AL«»yhdE~001999ABA0LE+YT2»UEYE-As 101 EAE - ¢11ECT 1EE-A; 102E - ORGAOT 1ELE
AG1.0002{£

ETAGAQEOEYE - OA&CE: 6EC , 1%:Y1998AGTELE «” 0»a»a06%006£~°" 1998ABTEPAE COANEG10%E10%- 0+3TAE - T 0 0atwryCl 1«
%3OOE-14E j LOYETOAL«»yHdE - OAAEOT "1ETEAN0. 102/1E(P-E°) i £

33. FAEQOUTAAGEG1999ABTE - CEOTTTAEEAR+026,004, 355 . 4702£~£40D0Y:+ " @ UAGEOXUTT10%E "O-~10%EC00E THATTA; Cé¢ BECTAEC

ETAETE +YA8YE
OuTi00AA EOE&%ANT SEYHATT(C-E°%D) EOE&%ANT SEHYANT(C-E°%D)
¢U- ¢ xaEQEe 795,288.58 30,032.43 8,201,242.71 2,072,793.45
¢U” 0AT - pTREOEE 59,629.80 2,981.49 347,918.50 218,376.95
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¢U2AATTUEVEOEE 16,453,629.99
¢U*EaEGEOES
O£

15,745,887.96 41,398,099.37 37,909,708.09
17,113,656.19 855,682.81
17,308,548.37 15,778,901.88 67,060,916.77 41,056,561.30
*EAEOEOEE T «E%1999ABTE3D (i%-02NTOY»20” 0D Tb1«EY:, % [DLU3E0Y»20” AUNTEL%UCTTIODTPL«EYLEE "PAEQEE, TE%O, %X CAR £

34217 - NOA1999AGYE - ¢EUTTT2EEAR+027 , 895, 860 . 6602£-Ea0DEC

-NOATTA; ETA&- CEQTT +¥Aé- ¢EaTT
¢UADTE0836 37,375,993.12 61,772,697.18
YOECANTCEOEE 23,420,427.42 35,340,956.24
¢U»afOESES 69,687.06 537,457.87
Y,OEC»ATOE00R 14,121.12 258,070.99
¢0fa  EQ 132,042.12 1,184,732.84
OTY.E 14,143,173.76 27,895,860.66

35. 1xEEO0=1999AYE - ¢EUTTT2EEAR+025,797, 737 1802£-£40DEC
ETAé-¢EGEY +YAé - CEGEY

1E£+TXEEOOR 63,953.52 430,452.35
OGE " TTxEEQO= 829,734.65 7,174,832.72
Aa02»00T021«EY - 0ABA” PAAGES 75,000.00 150,000.00

AéAou+00puA+» TTELEHENODORE  0r¥im06Y:0
EAEQEQORE "ECLEE " TxE" 1 OAEB0=EOD
Ok

*15,692,452.11
27,495,094.07 2,350,000.00
28,463,782.24 25,797,737.18

**AgAOU+00pAE» TTXELEUENODORE " Om¥in06Y:0 " +¥A - CEUEYOPODEEAR+014, 706, 00002 TP «E¥, 0% XOL«EYETOLOATA - A £ - 0D TP«
EYpATTXEEOO= " 301E+EAY 1ATOPAEOOR , A+ T ECTA:

OuTAAUEY Ta1g3E+y, Y Ox 3T %»OxEQ0= EUEA-%
1EE " xaEA 1,00010 2,50010 1,50010 TPTYED»EHSOE]” 6Ykpé
36.21T0EOE&1999A8YE - CEUTTTAEEAR+09,712,379.0602£-£A0PEC
+YABTE
TTA;, %Wy T A" 0 OA%Y
060pE® - p»1 520,378.52 NrOY1GE°%0ERTA-0%0  NriGE°TA-OTExOuU(1999)001¢002°9A

TAEU 2" 2E1E-2110 3,301,417.86 OPTUEEARKA - A%ixUP6CU2,  [1999]¢22£x0pU008°A1g0UTUEN; A" @
E1£-E6E§21T0AG, ~

EOE°EYOp(98)APLU0297°A(T4)

APEOADOSCET T "02E€pU0103°A

3£0pPA°TTA[1999]122°A4

O60pE® - u»t
OB0UE® - u»t

666,416.32
2,183,643.86
TA10£60PEUPAE® - p»t 3,040,522.50
oT Yk 9,712,379.06

37.020uTAEOEE1999ABYE - CEATTTREEAR+02, 705,456 . 4202£-£40DTPEOESTTOV ", 2u+£UAGEGXUNT10%(C~10%) O0ETPATTA,, , 0+02Cé
¢ OECTAE®

ETo£A0T«E°TAYOEY%OE= TAEN
ETo£A0T«DAC2£0p¥%0
3£0YDACE2£0p¥0

0=021TA; Aa+d ETA&-¢EQTT +%Aé- CEaTT
¢ULT1 " xE20x2EAEQO 585,865.05 207,158.62
¢U” 60EEQEE 252,086.70 122,732.40
¢0Aa; TEOES 4,450.00 2,077,454 .89
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38.020p1a08361999A8E - CEATTT2EEAR201, 464,966 . 6202£-£40DTPO§36TT0Y:2 ", @u+FUAGEOXUTT10%(°-10%) O0ETPATTA,, , 0-02TT

A¢Cé;OECTAE®
0+0aTTA Aa+d ETA&-CEQTT +%Ae- CEQTT
¢ULTY xE20CAATESES 179,953.98 184,381.73
¢U, +E3E-»Uhd 550,000.00 470,000.00
¢0A°EgY Ee-N 28,550.00 189,795.45
¢0 - ACE+E°25 01D 640,000.00 492,800.00
¢Y%e0u 147,920.00 10,000.00
39.08, TUAEAENO8%-02»TY 0D1OUATO%D08361999AGYE - CEATTT2EEARX040,492,022 . 7002£-£40DY 00T OUATTA, CéOECTAE®
TTA:AOSE +YA8YE - CEUTT
OEEa-N 7,499,430.94
+£10-N 2,118,950.00
A 1,583,667.25
EoYE-N 1,400,000.00
°j1«-f 1,224,040.64
15, 2-N 683,929.87

EU306EY EUACEY
OEAa HOTT +EAY (%) »UOEXY:t HOTT +EAY (%) »UOEXYE
1A800AU 43,268,239.89 81.84% 5,699,178.22 21,813,868.68  49.67% 2,540,768.12
1£-2hé 9,101,009.72 17.22% 4,309,756.32 12,555,980.55  28.59% 7,018,314.06
2£-3A8 499,047.16 0.94% 385,775.94 9,158,786.48  20.86% 4,304,493.96
3Ae00ET 388,217.72  0.88% 373,984.47
Ok 52,868,296.77 100% 10,394,710.48 43,916,853.43  100% 14,237,560.61

O®TREEAGSE EUACC - cT0ATT C- ¢ TE+VaE OEAAEO C-¢10-00
x0T -O0EABA=T

Oan-0rToy TA 4,160,000.00 4,160,000.00 2-3Aé 10-%1"_ 1
TeTyO£T 0 010D TPL«EY, 3,382,881.64 3,382,881.64 1A800AU PAOAZUAU
x(oo%ipex+ ND¥g El¢ FY¥ic2-¢2,  2,688,982.67 786,912,85 1A800AU PAOAEUAU
1,848,623.71 1-2Aé 10-%1" .9

53,446.11 2-3hé 10-%1" .9

x(°6%ipex°+ Np¥¢ EUOPEO1a3§ 2,448,449.78 2,448,449.78 1A&00AU PAOAEUAU
TYEUED - «E31«EY 2,405,427.25 2,405,427.25 1A800AU 10-%1" .9

2.30f0T17xE1999A8120A31E00aTTT2EEAR0400, 328,907 .6002, % Tu3akULEE " TxE, AT, TTAECTA:
1T A EU3BEY +YEU06Y:0 +YEUVSEU FUAGEY
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e
3ofULEETTxE  308,926,153.70

YE0uXYet

145,375,609.51

(1)3cfULEE TxEAUAGOATT391,347,830. 2902£~£A0PEC

+» [ XEp¥T»A03E
@

CAATT »21 " » TEODTP1«E%
CENTOY»20” OPTh1«EY:
¢C3£0Y»20” AUNTELODTPL«EY,
¢EOAH-»20" 1oA30DTP1«EY:
CEETO£»20” | “OTPAZAATODTPL«EY
CEETOE»207 0ATA- A0 K- ODTPL«EY
¢E»2NOoPATE200u0D TP L«EY,
¢1»207 Y TAug1°0PTP1«EY
CTTASTTET-0D100DTPL«EY:
¢T°TEL-0»20” AGAUIODTPL«EY,

TxEA802E0

¢)
1996-2046
1997-2047
1997-2047
1999-2019
1997-2012
1999-2019
1998-2048
1997-2047
1997-2047
1997-2047

¢T»207 % TATOYE»B0E " 0ATODTP1«E%1997-2047

CDETOE»20”  AAOTPENONLE - YODTP2«EY% 1998-2048

¢NOAELT@»2DATET-0DTPL«EY, 1997-2047
COETOE, -ATIXEIETEODTP1I«EY,  1997-2047
COETOE»20” + 1gPPOD TP L«EY, 1997-2047
COETOE»202£60u - ¢010PTPI«EY:  1999-2009
ES0=p=001T
+YE006Y0TT +YAUTORSCTAOTT
(6) )
¢A 1,043,589.83

¢E 15,421,287.60
¢C 11,928,768.78
¢E 382,536.24
¢E
¢E 19,245,722 .45
¢E 488,370.00
¢l 204,082.11
]
¢T
¢T
¢D
¢N
¢0
¢0

OVt TTXELEYLEE "PALEAY

®
60.00%
71.54%
51.00%
95.00%
60.00%
98.04%
50.00%
25.00%
10.00%
10.00%

15.00%

10.00%
14.00%
19.00%
15.00%
40.00%

AUVEOGY0TT
®
8,402,471.66
30,416,659.89
11,928,768.78
382,536.24

19,245,722.45

488,370.00
204,082.11

(30]

1ot

3FELTTXETT

4
26,431,718.22
60,000,000.00
85,293,138.25

0.00
0.00
0.00
800,000.00
10,000,000.00
29,750,000.00
39,805,890.00
750,000.00
2,000,000.00
29,616,153.11
1,900,000.00
225,000.00
2,000,000.00

TIxExtit
+%E006%0T

AU»y0ov.0fT
(10)

YEOUXYet

53,972,855.61 400,328,907.60

x-YOTxEqT

®

41,896,680.

9,500,000.
22,362,682.
10,000,000.

(20,310,890.

(29,616, 153.
(1,900, 000.
(225,000.

FUAOOA
A=+
+(8)+(
34,834,189.
90,416,659.
139,118,587.
9,882,536.
22,362,682.
29,245,722
1,288,370.
10,204,082.
29,750,000.
19,495,000.
750,000.
2,000,000.

19
00
50
00

00)

11)
00)
00)

T
)
10)
88
89
22
24
50

.45

00
11
00
00
00
00
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¢0 2,000,000.00

(2)1EE " TTxE2T1T£UAC0ATTS, 981,077 . 3102£-£4A T, AUEYT2£C

> XEP¥T»A03E 1EETIXE2TYT
30EYHATT PT3E0-00 1 TaeUTp YEUTTaT 17 0andqT
¢U3E0Y»20” AULTELODTPL«EY: 8,992,889.81 10Aé 8,992,889.81
CUETO£»20” | “OTPAZAATODTPL«EY -11,812.50 10Aé -11,812.50
vk 8,981,077.31 8,981,077.31

3. TxEEOO21999ABYE - CEUTTREEAR+D58,427,271 . 4102£-£20DEC

ET£U- ¢EGEY +Y£U - CEGEY
LEA+TXEEQQR 63,953.52 38,376.68
O®E " TTxEE002 2,428,487.65 7,174,537.72
Aa02»00T021«EY - 0ABA” PAAGES 10,075,000.00 150,000.00
AéAou+00pA+» TTELEHENODORE Oa¥m00%6  17,665,953.96 48,714,357.01
EAEQE EGLEE " TTxE” '0AESO=EQ 15,896,341.07 2,350,000.00
of Yk 46,129,736.20 58,427,271.41
4.0+020uTAEOEECT0+020uTA3E+Y1999ABTE - CEGYT - 0+dT2EEAR+0435, 186,645 .2202°1382,096 ,093 . 1402£-£40DEC
0=020pTRO0AA 0a0pEOEE 020u3E+Y 020pA«Al
ETAGEy +YABEyY ETAeEy +YABEyY ETAeEy +YABEy

¢U0£0TOp 316,776,754.43 377,671,683.95 268,167,698.35 336,427,727.06 48,609,056.08 41,243,956.89
¢UL0AUA30OX 71,239,878.44 82,062,392.24 66,326,129.00 70,215,797.05 4,913,749.44 11,846,595.19

LEYAUDDOWYA  35,020,179.44  24,547,430.97  35,020,179.44 24,547,430.97 0.00 0.00
Tar¥uoyd
of uk 352,996,453.43  435,186,645.22 299,473,647.91 382,096,093.14 53,522,805.52 53,090,552.08

Auj ¢ - OPPOUXEAT
EOE&0Y0+020UTAEOEE10£¥E ©~10£¥£C00E TUAPDOUUAGROUEQEE j ¢020USE+YC T020pA«ANCE: BECTAE®
pp Op 020uEQE® 020u3E+Y 020pA«AQ
ETAGEy +YABEyY ETAGEy +YABEyY ETAGEy +YABEyY
¢U0E0I0N  528,955,126.51 961,168,617.59 433,653,245.56 789,985,678.41 95,301,880.95 171,182,939.18
¢U10AUASOx  71,239,878.44 104,445,112.69 68,149,115.12  93,237,570.83  3,090,763.32  11,207,541.86

1«E%AUDDOH 116,683,773.94  77,990,896.99 117,317,008.99 78,745,580.24 -633,235.05 -754,683.25
YaTa»¥pu0vio
Oy 483,511,231.01 987,622,833.29 384,485,351.69 804,477,669.00 99,025,879.32 183,145,164.29

R j C1OAR - LFT Y. £a»OxAADAY
£°0»£0" 20U, 0OALGTUPALEAR - 11Cé: 6
1.”®0U0¢ @OE1@TuuALIgAR - %
EOOUATSE x62400- 0:000uTi  OGesugoOurgly Wil -1
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“UiEE
(1) ATT »21 " » TEODTP1«EY ATT ¢2-¢CoETOEA - 9°A HOAP_ “©T3AT, x01«EY OPTPOSET  TalkEU
DCOE™ GTA ulU B Yie OFK -
NTOY»20” 0DTPL«EY; NvOY - 1»ECA%O14204 AeATO 01 j¢0RE;0E:  xO1«EY ODTPOSET  TaOKEU
R)NTOYuAL" - A0 0PTPL«EY NvOY - T»ECA%014204 AzATO™017¢0=E;0jE%  xO1«EY OPIa°TxE  -@E3°2
(HNTOYDAEALTEXOGODTPI«EY:  NTOYJEL-ATA-55°4 AeATO 01i¢0REOiEY  x01«E% OPTa°TxE  -@Ed°2
(5)3£0Y»20” AUUTELODTPL«EY:  3£0Y, RPAVYEG2U0p,2-¢Co  EG20%-02PBTE=G¥  x01«EY% OpTa°TxE  TalkE(
(6)04%-»20" 1oA30DTP1«EY,  EUPEED%A-AATA-35CAEAAY  %-Ta0&-A0 £-j¢-A0"  x01«E¥% OPTPOSET 01" °AD
0-ATj¢» 1a0-ATj¢%OED
2AATj CTA%I»UDU £
(NETOE»20" " oTDAZAATORTPL«EY: ETO£0P1G-A0 1UYE EG20, +AaAA, “OTORE-  x01«E¥% OpPTacTxE  TaOKEU
EYH2A0U3C %oTalgy Op2AAT £
(8)ET°£»20" OAT&-AQ E-0PTP1«EY: ETOLEPATU+A-588°A  0&-AQ0 E-j¢-px°D-A+j¢  x01«EY OPTPOSET  AtO¢el
o TOEE- j ¢EOOA°U»0j ¢
1aQ0AAESE - T2¥R j CO0£T j E»UDUUE £
(9)0p10»207 Y TAODTPL«EY: ETOEEOT«ATA-211°8 -A0TK- j¢4OEO2AATi¢» 1o Taf0 61BN«  OPTPOSET OUOASE
0-ATpE;2- ¢%-02
(10)»2N6PAT¢200u0D TP «EY,: ETo£0ANTA - 65594 PATEXEN™ x01«EY: OPTPOBET ,ROATE
(11)3£0Y»20" » NSTET-0PTP1«EY 3£0YED 620A-65°A  » NSTET-0-ATE-» N§ 1Ef« OPTPOSET  OUOLEG
TET-Y:°FAETVOa0p20k - pAvO1aj ¢
OFOTE~» 1aQ-ATE 3YTETOR - £0£A
EOT " »UDPTAEUE-YYESXEN™ - pTfij£
2. 200 0OEGTUPALGAR - hAx C2AXELYY;° Fa+E»
EOOAG3E Aés3oEy +YABOOYOEy  +UAGYOEUEY AeACEY
(DATT »a1» TEOPTPL«EY, 43,950,046.47 43,950,046.47
NTOY»20” 0D Th1«EY: 83,870,000.00 83,870,000.00
QR)NTOYPAL" - A0 0PTPI«EY 26,986,080.00 26,986,080.00
(H)NTOYDAEALTEXOGODTPL«EY, 33,200,000.00 33,200,000.00
(5)3£0Y»20” AUPTELOD TPL«EY USD 150010 USD 150010 USD 300010
(6)0at%-»20" 1oA30DTPL«EY 10,000,000.00 10,000,000.00
(NETOE»20" " OTDAAATODTPL«EY,: USD 45010 USD 45010
(8)ET°£»20” 0AT&-A0 K- ODTPL«EY, 10,200,000.00 10,200,000.00
(9)0p10»20" Y TAODTPL«EY 478,000,000.00 478,000,000.00
(10)»2N6PAT¢200p0D TP L «EY,: 1,600,000.00 1,600,000.00
(11)3£0Y»20" » NETET-0PTPL«EY, 144,653,000.00 144,653,000.00
3. @00 00F1@TUpAL AR - HEUSOLE - Y»OE Oavickatd»
FEOOUAGZE Aé36Ey +YA806%0  +%ABYOEU FUAGEY
%3T % %3T %
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(DATT »2T > TEODTP1«EY 26,370,027.88 60.00% 26,370,027.88  60.00%
(NT0Y»20” 0D ThL«EY: 60,000,000.00 71.54% 60,000,000.00  71.54%
NTOYpAE" - A0 ODTPL«EY: 14,480,730.53 53.66% 14,480,730.53  53.66%
(H)NTOYDAEALTEXOGODTPL«EY, 17,815,120.00 53.66% 17,815,120.00  53.66%
(5)3£0Y»20” AUNTELODTPL«EY, USD 76510 51.00% USD 76510 USD 153010 51.00%

(6)03%-»20" 1oA30D TP «EY 9,500,000.00 9,500,000.00  95.00%
(NET°£»20" | “oTDAZAATODTPL«EY: USD 27010 USD 27010 60.00%
(8)ET°£»20" 0AT&-AO K- ODTPL«EY: 10,000,000.00 10,000,000.00  98.04%
(9)0p10»207 Y TAODTPL«EY: 19,416,000.00 6.78% 19,416,000.00 6.78%
(10)»2{6PAT¢200u0P TP LEY,: 800,000.00 50% 800,000.00 50%
(11)3£0Y»20" » NSTET-0PTP1«EY 53,244,000.00 18.60% 53,244,000.00  18.60%

4. 200 OFLGTUPALPAR - s Ox
(1) £E60pOELPAR - HEAENO EO; TOATT

1999A8TECT1998A&E1 @A - HOTEQO!  T¢TTT H¥T»(1602)
T4 AeAedaTt OVE«2¢0'EQ; TOATTUALEOD (%)
EAEQ0'EQ:T 1999Aé 199848 1999Aé 1998Aé
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REPORT OF THE AUDITORS

To the members

Shanghai Worldbest Co., Ltd.

(Incorporated in the People™s Republic of China with limited liability)

We have audited the accompanying consolidated balance sheet of Shanghai Worldbest Co., Ltd. (the Company'™) and
its subsidiaries (the Group'™) as of 31 December 1999, and the related consolidated income statement and cash
flow statement for the year then ended. These financial statements are the responsibility of the Company®s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

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

In our opinion, the consolidated financial statements give a true and fair view of the financial position of
the Group as of 31 December 1999 and of the results of its operations and its cash flows for the year then
ended in accordance with International Accounting Standards.

ERNST & YOUNG
Hong Kong
23 March 2000

Shanghai Worldwest Co., Ltd.
Consolidated income sheet
For the year ended 31 December 1999

1999 1998

Notes Rmb*000 Rmb*000
Revenue 3 973,861 483,208
Cost of sales (796,902) (405,333)
Gross profit 176,959 77,875
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Other revenue

Distribution costs
Administrative costs

Other operating costs

Profit from operating activities
Finance costs

Profit before taxes and minority interests

Taxation

Minority interests

Net profit for the year
Basic earnings per share

4 96,273
(16,784)

(90,693)

5 (5,853)
159,902

6 (63,290)
96,612

7 (6,832)
(42,306)

47,474

8 Rmb0. 17

79,475
(7,286)
(38,932)
(1,932)
109,200
(43,265)

65,935
(4,692)
(6,163)

55,080
Rmb0. 19

The only component of a statement of recognised gains and losses is the net profit for the year ended 31

December 1999. Accordingly, no separate statement of recognised gains and losses is prepared.

The accounting policies and explanatory notes on pages 6 to 33 form an integral part of the financial

statements.

Shanghai Worldbest Co., Ltd.
Consolidated balance sheet
31 December 1999

ASSETS

Non-current assets

Property, plant and equipment
Construction in progress
Intangibles, net

Investments in associates
Other investments
Pre-operating expenses

Current assets
Cash and cash equivalents
Trade and other receivables, net

Notes

10
11
12
13

14

1999
Rmb*000

1,073,022
64,810
20,986
10,800
67,995

10,503

1,248,116

462,727
365,443

(38]

1998
Rmb*000

483,703
345,976
357
50,606
64,241
464

945,347

171,109
388,149
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Inventories 15 169,292 75,110
Amounts due from shareholders 16 78,888 55,987
1,076,350 690,355
TOTAL ASSETS 2,324,466 1,635,702
Equity
Issued capital 17 286,236 286,236
Share premium 18 361,914 361,914
Reserves 18 140,134 121,284
Total equity 788,284 769,434
Minority interests 221,755 134,672

Non-current liabilities

Interest-bearing loans and borrowings 19 208,464 131,735
Negative goodwill 11 4,944 1,948
213,408 133,683

Current liabilities

Trade and other payables 201,364 94,705
Interest-bearing loans and borrowings 19 862,551 474,381
Taxes payable 7 8,480 203
Proposed dividends 18 28,624 28,624

1,101,019 597,913
TOTAL EQUITY AND LIABILITIES 2,324,466 1,635,702

The accounting policies and explanatory notes on pages 6 to 33 form an integral part of the financial
statements.

Shanghai Worldbest Co., Ltd.
Consolidated cash flow statement
For the year ended 31 December 1999
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Cash flows from operating activities
before interest and income tax

Interest paid

Income tax refunded/(paid), net

Net cash inflows from operating activities

Cash flows from investing activities

Interest received
Purchases of short-term investments
Proceeds from sale of short-term investments
Increase in deposits with securities brokers
for short-term investing activities
Purchases of non-current investments
Investments in associates
Acquisition of a subsidiary
Disposal of subsidiaries
Payments of pre-operating expenses
Prepayments for acquisition of subsidiaries
Purchases of patents and licenses
Proceeds from disposal of other investments
Increase in time deposits with
financial institutions
Maturity of time deposits with financial
institutions
Purchases of property, plant and equipment
Additions to construction in progress
Proceeds from disposal of property,
plant and equipment

Net cash outflows from investing activities

1999
Notes Rmb*000

20(a) 187,333
(62,201)
1,445

126,577

34,290

67,425

(16,000)

20(b) (20,406)

(4,105)
(40,000)
(9,000)
26,756

20(e) (162,243)

(115,185)
(110,175)

69

(348,574)

[40]

1998
Rmb*000

46,574
(43,080)
(2,382)

1,112

33,306
(154,000)
208,616

(64,000)
(2,000)
(13,990)
(18,844)
(21,654)
(122)

9,600
(30,612)
(252,986)

2,479

(304,207)
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Cash flows from financing activities

Dividends paid to the Company

shareholders (28,624) (23,853)
Capital contribution from minority
shareholders 20(c) 28,729 30,074
Acquisition of minority interests -
(2,895)

Payments to minority shareholders
on behalf of the acquirer as a result

of disposal of subsidiaries - (24,500)
Dividends paid to minority shareholders - (15,197)
New interest-bearing loans and borrowings 20(d) 1,282,562 1,074,544
Repayments of interest-bearing loans

and borrowings 20(d) (958,386) (822,232)
Advances from shareholders - 36,594
Net cash inflows from financing activities 324,281 252,535

Increase/(decrease) in cash and cash

equivalents 102,284 (50,560)
Cash and cash equivalents at beginning

of the year 171,109 221,669
Cash and cash equivalents at end of the year 20(e) 273,393 171,109

The accounting policies and explanatory notes on pages 6 to 33 form an integral part of the financial
statements.

Shanghai Worldbest Co., Ltd.

Notes to financial statements
31 December 1999

1. Corporate information
The consolidated financial statements of Shanghai Worldbest Co., Ltd. (the Company') and its subsidiaries (the

Group™) for the year ended 31 December 1999 were authorised for issue in accordance with a resolution of the
directors on 23 March 2000. The Company is a joint stock company which is incorporated in the People®s

[41]
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Republic of China (the "PRC'™) and its major shareholder is China Worldbest Group Co., Ltd. ("CWGC™). During
the year, the principal activities of the Group were polymer products production, polyester filament
production, fabric weaving, garment making, trading and other operations.

The registered office of the Company is located at 31/F, China Merchants Tower, 66 Lu Jia Zui Road, Pudong,
Shanghai, China. The Group operates in the PRC and employed 3,566 employees as of 31 December 1999
(1998: 3,760 employees).

2. Summary of significant accounting policies

Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International
Accounting Standards (“'1AS™) issued by the International Accounting Standards Committee ("IASC™),
interpretations issued by the standing interpretations committee of the IASC and applicable requirements of
the PRC law.

The consolidated financial statements have been prepared on a historical cost basis.

The Group maintains its books and prepares its statutory financial statements in accordance with the relevant
accounting principles and financial regulations promulgated by the Ministry of Finance of the PRC applicable
to companies established in the PRC. The accounting policies and bases adopted in the preparation of the
statutory financial statements differ in certain material respects from IAS. The material differences arising
from restating the results of operations and financial position to comply with IAS have been adjusted in
these financial statements, but will not be taken up in the accounting records of the Group. The principal
adjustments made to conform to IAS included the following:

Reclassification of certain items designated as appropriations to expenses;

- Bad debts provision; and

- Additional depreciation.

A reconciliation between the Group®s results and shareholders® equity under IAS and PRC accounting regulations
is set out in note 27.

2. Summary of significant accounting policies (continued)

Basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
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for the year ended 31 December 1999, after the elimination of all material intercompany transactions.
Subsidiaries are consolidated from the date the Company obtains control until such time as control ceases.
Acquisitions of subsidiaries are accounted for using the purchase method of accounting.

Subsidiaries

A subsidiary is a company over which the Company has the power to govern its financial and operating policies
so as to obtain benefits from its activities.

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 financial and operating
decisions.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment loss.
Depreciation is calculated on the straight-line basis to write off the cost of assets over their estimated
useful lives or the lease term, after taking into account their estimated residual values. The estimated
useful lives of assets are as follows:

Land use rights and buildings 35 to 40 years

Plant and machinery 10 to 14 years

Motor vehicles 5 to 10 years

Office equipment, furniture and fixtures 5 to 8 years

The carrying amount of assets is reviewed at each balance sheet date in order to ascertain whether the
recoverable amount has declined below the carrying amount, and where carrying values exceed this estimated
Jrecoverable amount, assets are written down to their recoverable amount. In determining the recoverable
amount of items of assets, expected future cash flows have not been discounted to their present value. An
impairment loss is recognised whenever the carrying amount,being historical costs less accumulated
depreciation, exceeds the recoverable amount.

Subsequent expenditure relating to assets which have already been recognised is added to the carrying amount
of the assets when it is probable that future economic benefits, in excess of the originally assessed standard
of performance of the existing assets, will flow to the Company. All other restoration cost is recognised as

an expense in the period in which it is incurred.

Investment properties held for the production of income are accounted for as property, plant and equipment.

2. Summary of significant accounting policies (continued)
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Intangibles
Goodwi ll/negative goodwill

Goodwill represents the excess of the cost of acquisition over the fair value of the identifiable net assets
of a subsidiary at the date of acquisition. Goodwill is recognised as an asset and is amortised using the
straight-line method over an average five year period that benefits are expected to be received. The
unamortised balance of goodwill is reviewed annually. Negative goodwill represents the excess of the fair
value of the identified net assets acquired over the cost of acquisition of a subsidiary at the date of
acquisition. Negative goodwill is recognised as deferred income and is amortised on a straight-line basis
over five years.

Patents and licenses

Costs relating to patents and licenses which are acquired are capitalised and amortised on a straight-line
basis over 10 years.

Capitalisation of borrowing costs

Borrowing costs that are directly attributable to the construction of plant and machinery are capitalised as
part of the cost of such assets when it is probable that they will result in future economic benefits to the
Group and the costs can be measured reliably. Other borrowing costs are recognised as an expense in the
period in which they are incurred.

The amount of borrowing costs capitalised is determined by reference to actual borrowing costs incurred on
funds borrowed specifically for the construction of plant and machinery during the year.

Investments

Investments in associates

The equity method of accounting has not been adopted for the investments in associates over which the Company
has significant influence (typically those that are 20-50% owned) because either the amounts involved are
insignificant or the associates are in pre-operating stage. Investments in associates are carried at costs
less any amounts written off to recognise other than temporary declines in the values of investments in
associates. Income derived from investments in associates is accounted for on a receipt basis. Particulars
of the Group"s major associate are set out in note 12 to the financial statements.

2. Summary of significant accounting policies (continued)

Investments (continued)

Other investments
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Other investments are investments in various unlisted companies and joint venture companies (which are not
jointly controlled entities) in which the Group neither holds, directly or indirectly, 20% or more of the
voting powers, nor exercises significant influence. The investments are carried at cost less any amount
written off to recognise other than temporary declines in the values of the investments. Income derived from
the investments is accounted for on a receipt basis.

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is
charged or credited to income statement.

Inventories

Inventories are stated at the lower of cost, calculated using the weighted average method, and net realisable
value. The costs of work in progress and finished goods comprise direct materials, direct labour and an
attributable proportion of production overheads.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs
to completion and the estimated costs necessary to make the sale.

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less an allowance for any
uncollectible amounts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off as incurred.

Receivables from related parties are recognised and carried at cost.

Trade and other payables
Liabilities for trade and other payables are carried at cost, which is the fair value of the consideration to
be paid in the future for goods and services received, whether or not billed to the Company.

Loans and borrowings
All loans and borrowings are initially recognised at cost, being the fair value of the consideration received
and including acquisition charges associated with the borrowing/loan.

After initial recognition, all interest-bearing loans and borrowings, other than liabilities held for trading,
are subsequently measured at amortised cost. Amortised cost is calculated by taking into account any

discount or premium on settlement.

IT a loan is settled before maturity, any differences between the amount repaid and the carrying amount are
recognised immediately in the income statement.
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Notes to financial statements
31 December 1999

2. Summary of significant accounting policies (continued)

Retirement benefits
Retirement benefits in the form of contributions under defined contribution retirement plans to registered
insurance companies are charged to the income statement as incurred.

Taxation
Deferred income tax is provided, using the liability method, on all temporary differences at the reporting
date between the tax base of assets and liabilities and their carrying values for financial reporting purposes

Deferred tax liabilities are recognised for all taxable temporary differences.

Deferred tax assets are recognised 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 at 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 assets to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates that have been enacted or
subsequently enacted at the balance sheet date.

Leases
Where the Group is the lessee

Finance leases, which effectively transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the present value of the minimum lease payments at the
inception of the lease term and disclosed as leased property, plant and equipment. Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance charges are charged directly against the
income statement.
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Capitalised leased assets are depreciated over the shorter of the estimated useful lives of the assets or the
lease term.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the lease
d assets are classified as operating leases. Operating lease payments are recognised as an expense in the
income statement on a straight-line basis over the lease term.

2. Summary of significant accounting policies (continued)

Leases (continued)
Where the Group is the lessor

Assets subject to operating leases (investment properties) are included in property, plant and equipment in
the balance sheet.

Lease income is recognised in the income statement on a straight-line basis over the lease term.

Foreign currency transactions
The Group®s financial records are maintained and the financial statements are stated in Renminbi (“Rmb™).

Foreign currency transactions are recorded at the rates of exchange quoted by the People®s Bank of China
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are translated at the applicable rates of exchange ruling at that date. Exchange
differences are dealt with in the income statement.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents represent short term highly liquid
investments which are readily convertible into known amount of cash and were within three months of maturity
when acquired. For the purpose of the balance sheet classification, cash equivalents represent assets similar
in nature to cash which are not restricted in its use.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

() on the sale of goods, when the significant risks and rewards of ownership have been transferred to the

buyer, provided that the Group maintains neither managerial involvement to the degree usually associated with
ownership, nor effective control over the goods sold;
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(b interest, on a time proportion basis;
(©) dividends and investment income, when the shareholders® right to receive payment is established; and
() rental income, on a straight-line basis over the lease term.

2.Summary of significant accounting policies (continued)

Use of estimates

The preparation of the financial statements in conformity with IAS requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual
results could differ from those estimates.

3.Segment information

Business segmental information is divided into six business segments - polymer products production, polyester
filament production, fabrics weaving, garment making, trading, and other operations. Segment profit represent
s revenue less expenses directly attributable to a segment and the relevant portion of enterprise revenue less
expenses that can be allocated on a reasonable basis to a segment, whether from external transactions or from
transactions with other segments of the Group. Inter-segment transfer pricing is based on cost plus an
appropriate margin, as specified by Group policy. Unallocated items mainly comprise corporate expenses and
amortisation of intangible assets. Segment profit is determined before any adjustments for minority interests

Segment assets and liabilities mainly comprise those operating assets and liabilities that are directly
attributable to the segment or can be allocated to the segment on a reasonable basis. Segment assets are
determined after deducting related allowances that are reported as direct offsets in the Group balance sheet.
Segment assets and liabilities do not include income tax items.

Capital expenditure represents the total cost incurred during the year to acquire segment assets that are
expected to be used during more than one year (property, plant and equipment, and construction in progress).

The Group®s revenue and profit for the year were mainly derived from the above activities in the PRC.
Accordingly, no segmented analysis by geographical area is provided.

3.Segment information (continued)
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The Group"s operating businesses are organised and managed separately according to the nature of products and
services provided, with each segment representing a strategic business unit that offers different products and
serves different markets.

(Rmb*000)

Polymer Polyester Elimination of

Products filament Fabrics Garment inter-segment

Production production weaving making Trading Others sales Consolidated

1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998

External
sales 368,276 - 289,854 229,584 217,873 207,427 7,277 11,429 90,581 34,768 - - - 973,861 483,208
Inter-segment
sales 43,403 - 10,681 22,364 86,582 56,943 35 - 13,843 36,472 - -(154,544) (115,779) - -

Total 411,679 - 300,535 251,948 304,455 264,370 7,312 11,429 104,424 71,240 (154,544)(115,779)973,861 483,208
Profit

Segment

profit/(loss)75,780 -14,452 35,889 32,397 25,015(6,158) 987 30,077 5,494 41,076 57,349 -(364)187,624 124,370
Unallocated expenses (27,722) (15,170)
Profit from operations 159,902 109,200
Finance costs (63,290) (43,265)
Income tax (6,832) (4,692)
Minority interests (42,306) (6,163)
Profit after tax and
minority interests 47,474 55,080

Other information

Segment

assets950,646 413,731 752,955 347,982 312,955 15,920 24,893 100,830 48,911 309,747 366,216 2,138,856 1,505,930
Unallocated assets 185,610 129,772
Consolidated total assets 2,324,466 1,635,702
Segment

liabilities 643,201 - 145,742 310,244 121,693 92,135 3,172 2,769 7,976 1,964 379,134 322,333 1,300,918 729,445
Unallocated liabilities 13,509 2,151
Consolidated total liabilities 1,314,427 731,596
Capital

expenditure 223,734 43,238 236,466 17,559 71,899 1,404 428 538 - 109,967 2,864 - - 396,440 311,657
Depreciation and

amortisation 32,870 - 22,955 21,857 19,678 18,847 816 964 23 - 2,118 1,243 - - 78,460 42,911

4.0ther revenue
1999 1998
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Rmb*000
Income from related party transactions
Compensation for losses on fixed assets 10,118
Less: impairment loss on fixed assets (10,118)
Net compensation for losses on fixed assets
Interest income from related parties 12,477

Management fee income from Changzhou

Chemical Fibre Co., Ltd. 11,429
Compensation from CWGC in respect of

loss on disposal of a long-term investment 5,935
Service fee from CWGC in respect of

services provided for import and export

activities 2,692
Rental income from an associated company 2,993
Profits on disposal of subsidiaries -

35,526

Further details of related party transactions are set out in note 21.

Income from non-related party transactions

Profits on disposal of short term investments 3,425
Interest income 21,813
Amortisation of negative goodwill 487

Profit on disposal of an equity interest in a subsidiary,

Wuxi Yuan Yuan Yuan Real Estate Co., Ltd. 15,000
Rental income 5,196
Management fee income from Yangzhou

Weaving Factory 5,685
Other investment income 3,750
Profits on disposal of long-term investment 2,350
Withholding tax refund 3,041

Write back of negative goodwill on realisation -

60,747
96,273

5. Other operating costs
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39,824

(25,500)

14,324
9,825

21,866

46,015

4,901
23,481
487

4,591
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1999 1998
Rmb*000 Rmb*000
Amortisation/write-off of pre-operating expenses 5,667 983
Amortisation of goodwill 117 116
Loss on disposal of property, plant and equipment 69 833
5,853 1,932
6. Finance costs
1999 1998
Rmb*000 Rmb*000
Interest expense 62,201 45,596
Less: Capitalised as construction in progress* (671) (2,516)
61,530 43,080
Foreign exchange losses and bank charges 1,760 185
Total financial costs 63,290 43,265
* The borrowing costs have been capitalised at the following interest rates:
Annual rate 6.745% 10.00%
7. Taxation
€)) Taxation in the consolidated income statement represents:
1999 1998
Rmb*000 Rmb®000
Provision for PRC income tax for the year 6,832 4,692

The Group"s applicable tax rate represents the weighted average of the statutory corporate income tax rates in
the tax jurisdiction in which the Group operates. The statutory corporate income tax rates range between 15%
and 33%.

The following is a reconciliation of income taxes calculated at the applicable tax rate with income tax

expense:
1999 1998
Rmb*000 % Rmb*000 %

Accounting profit before tax 96,612 100 65,935 100
Computed tax using the statutory

corporate income tax rate in

Pudong New Area Shanghai, PRC 14,491 15 9,890 15
Differences in subsidiaries” tax rates

relative to Pudong New Area tax rate 6,993 7 4,318 6

Tax exemptions according to the
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relevant tax rules and regulations

in the PRC (14,596) (15) (8,772) (13)
Non-taxable income (56) - (744) ()
Income tax 6,832 7 4,692 7

(b)Taxation in the consolidated balance sheet represents:

1999 1998
Rmb*000 Rmb*000
PRC income tax payable/(refundable) at
1 January 203 (2,069)
Provision for PRC income tax for the year 6,832 4,692
PRC income tax refundable
acquired from the purchase of a subsidiary - (38)
7,035 2,585
Return of over-paid tax in previous year 5,114 -
Payments made during the year (3,669) (2,382)
PRC income tax payable at 31 December 8,480 203

(c)No provision for deferred taxation has been made as the effect of all temporary differences is immaterial.

8.Earnings per share

Basic earnings per share is calculated by dividing the net profit for the year attributable to shareholders by
the weighted average number of ordinary shares outstanding during the year.

9_Property, plant and equipment

Office
equipment,
Land and Plant and Motor furniture
Buildings machinery vehicles and Fixtures Total
Rmb*000 Rmb*000 Rmb*000 Rmb*000 Rmb*000
Cost:
At 1 January 1999 70,517 624,163 13,691 3,857 712,228
Additions 102,475 7,550 3,057 2,103 115,185
Transferred from
construction in progress 46,903 496,289 80 485 543,757
Arising from acquisition
of a subsidiary 14,293 1,048 1,176 2,147 18,664
Disposals (2,709) (3,269) (1,350) (112) (7,440)
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At 31 December 1999 231,479 1,125,781 16,654 8,480 1,382,394
Accumulated depreciation:

At 1 January 1999 8,087 188,926 5,109 903 203,025

Provided during the year 4,353 66,683 2,001 785 73,822

Arising from acquisition

of a subsidiary 18 394 58 17 487

Disposals (881) (1,417) (1,263) (19) (3,580)

At 31 December 1999 11,577 254,586 5,905 1,686 273,754
Impairment loss:

At 1 January 1999 - 25,500 - - 25,500

Additions - 10,118 - - 10,118

At 31 December 1999 - 35,618 - - 35,618
Net book value:

At 31 December 1999 219,902 835,577 10,749 6,794 1,073,022

At 31 December 1998 62,430 409,737 8,582 2,954 483,703

Included in land and buildings at 31 December 1999 are investment properties held by the Group, shown in the
following table, which are subject to an operating lease and from which the Group earns rental income.

9_Property, plant and equipment (continued)

1999 1998

Rmb*"000 Rmb*000
Cost 54,491 -
Accumulated depreciation (967) -
Net book value 53,524 -

All of the Group®s land and buildings are located in the PRC. If the buildings are erected on land which is
not owned by the Group, the Group has leased the land use rights of the related land for a period of 50 years.

The legal document in respect of the transfer of the ownership of buildings with a net book value of

approximately Rmb148 million at 31 December 1999 to the Group is still being processed.

The impairment losses represent the write-down of certain property, plant and equipment to recoverable amount.

10.Construction in progress

1999 1998
Rmb*000 Rmb*000
At 1 January 1999 345,976 187,638
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Additions during the year 110,846
Arising from acquisition of subsidiaries 151,745
Disposal through sales of subsidiaries -

Transferred to property, plant and equipment (543,757)
At 31 December 1999 64,810

11._Intangibles, net

Patents
And
Goodwi ll licenses
Rmb* 000 Rmb*000
Cost:
At 1 January 1999 582 -
Arising from acquisition
of a subsidiary - 13,014
Additions - 9,000
At 31 December 1999 582 22,014
Amortisation:
At 1 January 1999 225 -
Charge for the year 117 1,268
At 31 December 1999 342 1,268
Net book value:
At 31 December 1999 240 20,746
At 31 December 1998 357 -
12. Investments in associates
1999
Rmb*000
Investments in associates, at cost 10,800

Particulars of the Company"s major associate are as follows:

Name Percentage
of attributable
equity interest

Worldbest Carpet Co., Ltd. 25%
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252,986

(37,042)
(57,606)
345,976

Negative
Total  goodwill
Rmb*000  Rmb*000

582 2,435

13,014 3,483
9,000 -

22,596 5,918

225 487

1,385 487
1,610 974

20,986 4,944
357 1,948

1998
Rmb*000
50,606

Principal activity

Manufacturing of carpets
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13.0ther investments
1999
Rmb*000
Investments in unlisted companies, at cost 67,995

1998

Rmb*000

64,241

In the opinion of the directors, no provisions for permanent diminutions in values in

these investments are considered necessary.

14.Trade and other receivables, net

1999
Rmb*000
Accounts receivable, net 28,743
Notes receivable 52,837
Advance payments to suppliers 37,386
Prepayments, deposits and
other receivables, net 171,474
Others 75,003
365,443
15. Inventories
1999
Rmb*"000
Raw materials 98,169
Work in progress 21,450
Finished goods 38,529
Spare parts and low value consumables 11,144
169,292
16. Amounts due from shareholders

Amounts due from shareholders are unsecured and interest-free.

17. Issued capital

Registered capital:
148,236,000 (1998: 148,236,000) A shares of
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Rmb*000

1998
Rmb* 000
51,168
4,420
59,974

170,455
102,132

388,149

1998
Rmb*000

27,033
5,844
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444

75,110

1998
Rmb*000
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Rmbl each 148,236 148,236
138,000,000 (1998: 138,000,000) B shares of
Rmbl each 138,000 138,000
286,236 286,236
17. Issued capital (continued)
1999 1998
Rmb*000 Rmb*000

Issued and paid-up capital:
148,236,000 (1998: 148,236,000) A shares of

Rmbl each 148,236 148,236

138,000,000 (1998: 138,000,000) B shares of
Rmbl each 138,000 138,000
286,236 286,236

The holders of A shares and B shares are entitled to receive the same amount ofdividends per share as declared
from time to time and are entitled to one vote pershare at annual general meetings of the Company.

18. Reserves
Discre-
Statutory Statutory tionary
surplus public surplus
Share common welfare common Retained
premium reserve fund reserve earnings Total
Rmb*000 Rmb*000 Rmb*000 Rmb*000 Rmb*000 Rmb*000
Balance at 1 January 1999 361,914 23,588 23,132 20,218 54,346 483,198
Profit after tax and minority interests
for the year
47,474 47,474
Transfer from retained earnings 13,569 9,381 5,969 (28,919) -
Proposed dividends (28,624) (28,624)
Balance at 31 December 1999 361,914 37,157 32,513 26,187 44,277 502,048

In accordance with the relevant PRC regulations and the articles of association of theCompany, the Company and
its subsidiaries are required to allocate 10% of its profit after taxation, as determined in accordance with P
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RC accounting standards and regulations applicable to each individual company, to the statutory surplus common
reserve until such reserve reaches 50% of the registered capital of the respective company. Subject to
certain restrictions set out in the company law of the PRC and the Company®s articles of association, part of
the reserve may be converted to increase share capital.

In accordance with the relevant PRC regulations and the articles of association of the Company and its
subsidiaries, the Group®s statutory public welfare fund, which is established through the respective board of
directors® approvals on the appropriation from the Group®s profit after taxation, must be used for capital
expenditure on staff welfare facilities. These facilities remain as properties of the Group. The Company and
its subsidiaries have recommended to appropriate 5%-10% of its profit after taxation, as determined in
accordance with PRC accounting standards and regulations applicable to each individual company, to the
statutory public welfare fund. These recommendations have been incorporated in the financial statements.

18_Reserves (continued)

The Company, with approval from its shareholders, can make transfers from retained earnings to the
discretionary surplus common reserve. The discretionary surplus common reserve may be used for the same
purposes as the statutory surplus common reserve.

According to the relevant regulations in the PRC, the amount of retained profit available for distribution is
the lower of the amount determined under PRC accounting standards and regulations and the amount determined

under IAS.

Proposed dividends

1999 1998
Rmb*000 Rmb*000
Proposed dividends of Rmb0.10 per share
(1998: Rmb0.10 per share) 28,624 28,624
19. Interest-bearing loans and borrowings
Interest
rate Maturities 1999 1998
Rmb"000  Rmb*000
Short-term
Secured bank loans 5.85%-6.39% 2000 181,000 -
Secured other loans 8.06% 2000 13,226 3,450
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Unsecured bank loans 5.85%-7.82% 2000 636,395
Unsecured bonds 3.1%-5.04% 2000 29,350
Unsecured other loans 8.06% 2000 2,580
862,551
Interest
rate Maturities 1999
Rmb " 000
Long-term
Unsecured bank loans 1.35%+LIBOR-11.7% 2001-2003 186,524
Unsecured other loans 8.06% 2001-2002 21,940
208,464

465,931
5,000

474,381

1998
Rmb*000

114,486
17,249

131,735

Certain Group®s plant and equipment and time deposits are pledged to secure the Group®sinterest-bearing loans

and borrowings.

20. Notes to the consolidated cash flow statement
€)) Reconciliation of profit before taxes and minority interests and cash inflows from operating
activities:

1999 1998
Rmb*000 Rmb*000

Cash flows from operating activities

Profit before taxes and minority interests 96,612 65,935

Adjustments for:

Depreciation 73,822 41,812
Amortisation of goodwill 117 116
Amortisation of patents and licenses 1,268 -
Amortisation of negative goodwill (487) (487)
Written back on the realisation of negative

goodwill - (4,591)
Profits on disposal of subsidiaries - (21,866)
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20.

(b)

Profits on disposal of short term investments

Amortisation of pre-operating expenses

Interest income

Interest expense

Impairment losses on property, plant and
equipment

Loss on disposal of property, plant and
equipment

Gain on disposal of an investment
in an associate

Loss on disposal of other investments

Cash inflow from operating activities before
working capital changes

Decrease/(iincrease) in inventories

Decrease/(increase) in accounts receivable

Increase in notes receivable

Decrease/(increase) in advance payments to
suppliers

Decrease/(increase) in other debtors, deposits
and prepayments

Increase in trade and other payables

Increase in amounts due from shareholders

Cash flows from operating activities
before interest and income tax

(3,425)
3,253
(34,290)
61,530
10,118
3,791
(1,400)
4,985
215,894
(77,500)
22,425
(45,267)

51,088

53,878
61,716

(94,901)

187,333

Notes to the consolidated cash flow statement (continued)

Acquisition of a subsidiary

(4,901)
983
(33,306)
43,080
25,500

833

113,108
6,279
(12,723)
(2,283)

(34,109)

(49,253)
25,555

46,574

On 28 May 1999, the Group acquired a 60% equity interest in Shanghai Worldbest Composite New Materials
Co., Ltd. for a consideration of US$2,700,000.

Rmb®000
Net assets acquired:
Pre-operating expenses 2,379
Property, plant and equipment 1,574
Construction in progress 1,321
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Other debtors, deposits and prepayments 30,057
Cash and cash equivalents 1,957
Other creditors and accruals an
Minority interests (14,908)

22,363

Satisfied by:
Cash 22,363

Analysis of the net outflow of cash and cash equivalents in respect of acquisition of a subsidiary:

Rmb*000
Cash consideration (22,363)
Cash and bank balances acquired 1,957
Net cash outflow 20,406

(©) Consolidation of a subsidiary

Changzhou Worldbest Radici Co., Ltd. (Worldbest Radici™) is a 51% owned subsidiary of the Company.
Changzhou Worldbest Radici Polymers Co., Ltd. (Radici Polymers™) was a 51% owned subsidiary of Changzhou
Chemical Fibre Co., Ltd. (“'Changzhou Chemical'™), a subsidiary owned by China Worldbest Group Co., Ltd.

("CWGC™), the holding company of the Company. The two companies are engaged in similar businesses.

Pursuant to an agreement between the Company and Changzhou Chemical, the Company undertook to manage
the operations of Radici Polymers for 1999 on behalf of Changzhou Chemical.

In December 1999, Worldbest Radici agreed to merge with Radici Polymers. Approval from the relevant
authorities has been obtained on 24 February 2000.

20. Notes to the consolidated cash flow statement (continued)
©) Consolidation of a subsidiary (continued)
On 23 December 1999, the Company purchased the 51% equity interest of Radici Polymer from Changzhou Chemical.

As a result of the above, the directors consider that the Company has gained effective control of Radici
Polymers since 1 January 1999. In this connection, in the opinion of the directors, it is appropriate to
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consolidate the operating results of Radici Polymers from 1 January 1999, with the entire net profit for the
year allocated to minority interests.

The financial position of Radici Polymers as at 1 January 1999 is as follows:

Rmb*000
Property, plant and equipment 16,603
Construction in progress 150,424
Intangibles 13,014
Pre-operating expenses 6,808
Inventories 16,682
Notes receivable 3,150
Other debtors, deposits and prepayments 24,789
Tax receivables 3,711
Cash and cash equivalents 28,729
Time deposits with financial institutions 27,091
Accounts payable (21,380)
Other creditors and accruals (4,191)
Short-term loans (120,024)
Long-term loans (20,699)
Fair value of net assets of Radici Polymers 124,707
Less: minority interests 124,707

Consideration paid -

Analysis of net inflow of cash and cash equivalents in respect of the consolidation of a subsidiary:

Cash consideration -
Cash and cash equivalents acquired 28,729

Net cash inflow 28,729
As a result of the consolidation of Radici Polymers, the revenue, profit after tax and minority

interests amounting to approximately Rmb206 million, Rmb23.3 million and Rmb23.3 million, respectively, have
been included in the consolidated income statement of the Group for the year ended 31 December 1999.
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20. Notes to the consolidated cash flow statement (continued)
(©) Consolidation of a subsidiary (continued)
On 23 December 1999, the Company acquired a 51% equity interest in Radici Polymers from Changzhou

Chemical for a consideration of Rmb72 million. The 51% net worth of Radici Polymers as at the date of
acquisition is as follows:

Rmb*000
51% of total net assets of Radici Polymers 75,483
Negative goodwill (3,483)
Satisfied by inter company balance 72,000
(D) Analysis of changes in financing activities during the year

Interest-bearing

loans and Minority
borrowings interests Total
Rmb*000 Rmb*000 Rmb*000
Balance at 1 January 1999 606,116 134,672 740,788
Proceeds from new loans 1,282,562 - 1,282,562
Repayments of loans on maturity (958,386) - (958,386)
Additions from acquisition of a
subsidiary - 14,908 14,908
Consolidation of a subsidiary 140,723 124,707 265,430
Acquisition of minority interests - (75,483) (75,483)
Reduction of capital in a subsidiary - (19,355) (19,355)
Share of profits for the year - 42,306 42,306
Balance at 31 December 1999 1,071,015 221,755 1,292,770
20. Notes to the consolidated cash flow statement (continued)
(e) Cash and cash equivalents
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Cash and cash equivalents were as follows as at 31 December:

1999 1998
Rmb*000 Rmb*000

Time deposits with banks and financial

institutions 189,334 8,279
Cash at banks and in hand 273,393 162,830
Sub-total 462,727 171,109

Less: Time deposits with maturity over three
months (189,334) -

273,393 171,109

21. Related party transactions

China Worldbest Group Co., Ltd. (CWGC'"), which owns 26.45% of the Company, is the largest shareholdero
f the Company. The directors consider that transactions with CWGC or entities controlled by CWGC are
related party transactions.

) The Group earned interest income from CWGC, Changzhou Chemical, a subsidiary of CWGC, and an
associated company, Hua Yang Information Company (Hua Yang'™). Interest income is generated from the
unsecured loans made to the above three companies as follows:

1999

Rmb*000
cwec 7,387
Changzhou Chemical 3,315
Hua Yang 1,775
12,477

21. Related party transactions (continued)
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(i) During the year, the Group received management fee income of Rmb2,692,000 and Rmb11,429,000 from CWGC
and Changzhou Chemical, respectively. The service fee from CWGC was in respect of services provided to CWGC
for import and export activities. The management fee from Changzhou Chemical was for the Company®s management
of the operations of Changzhou Chemical®s 51% owned subsidiary, Radici Polymers throughout the year 1999.
Changzhou Chemical subsequently sold its entire equity interest in Radici Polymers to the Company on 23
December 1999 (see note (vi) below).

(iii) The Company received rental income of Rmb2,993,000 from Hua Yang during the year. The rent was
determined based on an agreement signed by the two companies.

(iv) The Company obtained a compensation of Rmb5,935,000 from CWGC in respect of the loss on disposal of a
long-term investment.

) On 28 May 1999, the Company acquired a 60% equity interest in Shanghai Hua Yuan Composite New
Materials Co., Ltd. from a subsidiary of CWGC, China Textile Technology City, for a consideration of
US$2,700,000.

(vi) On 23 December 1999, the Company acquired a 51% equity interest in Radici Polymers from Changzhou
Chemical for a consideration of Rmb72 million.

(vii) On 18 November 1999, the Company acquired plant and equipment from Changzhou Chemical for a
consideration of Rmb48,721,000.

(viii) The Group obtained compensation from the vendor of certain plant and equipment amounting to
Rmb10,811,000 (1998: Rmb39,824,000) as a result of over-pricing by the vendor. These plant and equipment were
acquired through a shareholder of the Company from their owner in prior years.

(ix) During the year, the Company has assigned certain contracts for the purchase of plant and equipment to
CWGC. The Company has also transferred prepayments of Rmb32,455,000 previously made in respect of the

purchase contracts to CWGC at cost.

) The Group has given guarantees totalling Rmb338,708,000 (1998: Rmb313,180,000) to banks in respect of
loans borrowed by CWGC and its subsidiaries.

(xi) CWGC"s subsidiaries, Shanghai Worldbest Enterprise Development Co., Ltd. and Shanghai Worldbest Kama
Machinery Co., Ltd., have given guarantees of Rmb256 million and Rmbllimillion, respectively, to banks in

respect of short term and long term loans borrowed by the Group.

21. Related party transactions (continued)
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(xii) The Company paid expenses on behalf of CWGC, and CWGC reimburses the Company periodically.

balance of these expenses unsettled during the year is Rmb47,200,000 (1998: Rmb45,368,000).

22. Subsidiaries

As of 31 December 1999, the Group had consolidated the following subsidiaries which are all

established and operating

Subsidiaries

Nantong Huatong
Chemical Fiber Co.,
Ltd.

Yangzhou Worldbest
Co., Ltd. *

Yangzhou Debei
Textile Co., Ltd.

Yangzhou New Century
Dyeing and Finishing
Co., Ltd.

Changzhou Worldbest
Radici Co., Ltd.
(formerly known as
"Changzhou
Worldbest Radici
Engineering Plastics
Co., Ltd.™)

Changzhou Worldbest
Radici Polymers Co.,
Ltd.

Shanghai Worldbest
Evangel Textile Co.,
Ltd. *

Zhejiang Worldbest

in the PRC:

Percentage of

equity interest held
Indirect

Direct
60% -
71.54% -
- 53.66%
- 53.66%
51% -
51% -
98% -

Principal activities

Manufacturing of polyester nylon conjugate filaments

Manufacturing of fabrics

Manufacturing of cotton polyester fabrics

Manufacturing of polyester fabrics, dyeing and processing

Manufacturing of polyment products

Manufacturing of polymer products

Manufacturing and trading of textile products
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Industrial and Trading

Co., Ltd. * 95% 3% Trading of textile products and metallurgical products
Shanghai Hua Yuan

Composite New

Materials Co., Ltd. * 60% - Manufacturing of aluminum products (pre-operating)

* The subsidiaries” names in English are a direct translation of their names in Chinese.

23 Commitments

€)) Investment commitments

Investment commitments at 31 December 1999 not provided for in the consolidated financial statements o
T the Group were as follows:

1999 1998
Rmb*000 Rmb*000
BASF Hua Yuan Nylon Co., Ltd. - 13,189

() Capital commitments

Capital commitments to purchase plant and machinery at 31 December 1999 not provided for in the
consolidated financial statements of the Group were as follows:

1999 1998
Rmb*000 Rmb*000
Contracted for 24,125 21,558
Authorised, but not contracted for 115,660 6,928
139,785 28,486

©) Operating lease commitments

Annual commitments payable in the following year under non-cancellable operating leases in respect of
land and buildings expiring:

1999 1998
Rmb*000 Rmb*000
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Within one year 1,974 3,744
In the second to fifth years, inclusive 6,772 7,870
After five years 27,807 61,766

36,553 73,380

Total rental expenses for all operating leases for the year ended 31 December 1999 was Rmb3,619,800
(1998: Rmb5,630,000).

24. Contingent liabilities
1999 1998
Rmb*000 Rmb*000
Issued irrevocable letter of credit 8,156 -
Guarantee for related companies 338,708 313,180
346,864 313,180
25. Financial instruments

Financial assets of the Group include cash at banks and in hand, time deposits with bank and financial
institutions, trade and other receivables, and amounts due from shareholders. Financial liabilities of the
Group include interest-bearing loans and borrowings, trade and other payables, taxes payable and proposed
dividends. The Group does not hold or issue financial instruments for trading purposes.

€)) Interest risk

The interest rates and terms of repayments of the interest-bearing loans and borrowings of the Group
are set out in note 19 to the financial statements.

(b Credit risk
Cash at banks and deposits are placed with financial institutions with good credit ratings. The Group
does not have a significant exposure to any individual customer or counterparty. The major concentrations of

credit risk arise from exposures to a substantial number of accounts receivable operating in one geographical
region, the PRC.
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©) Fair value

The fair values of the unlisted investments and associates are estimated based on the unaudited
financial statements of the investee companies, and approximate their carrying values.

The fair values of cash, trade and other receivables, amounts due from shareholders, trade and other payables,
taxes payable and proposed dividends are not materially different from their carrying amounts.

The carrying value of short-term bank loans are estimated to approximate their fair values based on
the nature or short-term maturity of these instruments.

Notes to financial statements
31 December 1999

25. Financial instruments (continued)

©) Fair value (continued)

The fair values of long-term bank loans as estimated by applying a discounted cash flow using current market
interest rates for similar financial instruments, approximate their carrying values.

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

26. Pension contribution

The employees of the Company and its subsidiaries participate in retirement plans organised by the
Shanghai Retirement Fund Bureau, Changzhou Retirement Fund Bureau, Nantong Labour Bureau, Xingxiang Social
Security Company and Yanzhou Social Security Administrative Bureau where applicable. The applicable rates of
contribution for the year were between 19% and 25.5% (1998: 20% to 27%) of the basic salaries of the
employees. The Group has no further significant obligations in connection with retirement plans beyond the
annual contributions made.
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27. Differences between consolidated financial statements prepared under IAS and PRC accounting
regulations

Effects of significant differences between IAS and PRC accounting regulations on the consolidated
profit after tax and minority interests for the year ended 31 December 1999 and the shareholders® equity at 31
December 1999 are summarised as follows:

Profit for the year Net assets
1999 1998 1999 1998
Rmb*000 Rmb*000 Rmb*000 Rmb*000
As reported in the statutory audited
financial statements prepared in
accordance with the relevant PRC
accounting regulations 96,302 58,766 808,764 776,536
Impact of cumulative IAS adjustments (48,828) (3,686) (20,480) (7,102)
As restated in conformity with IAS 47,474 55,080 788,284 769,434

28. Comparative figures

Certain comparative figures have been reclassified to conform with the current year®s presentation.

29. Approval of the financial statements

The financial statements were approved by the board of directors on 23 March 2000.

23/03/00/23:38
Shanghai Worldwest Co., Ltd.
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