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CAETAASCEO+T38A! TD3UTUEOXU»A
YARTCAETABAYA L TD3ODTPL«EY
0F Aa KU 3
% T
1A800AU  1,221,312,670.85
1-2Aé
of Yy£ 1,221,312,670.85
C- ¢ TU¥T» %d
OpraCakTY: TATUEUXUL«EY:
OpracakTy, TACapi=3pssg
OPLUCAATA! TD3pY: TAEEEHL «EY,
OprucasT: TAEOOOA! TD3pL«EY
OPLUCAETY, TAVRAOLEY,

35£+EQ

1999.
1999.
1999.
1999.
1999.
1999.
1999.
1999.
1999.
1999.
1999.

5 By

09

12
10
10
10
11
11
11

+EAVE %EO

100

100

0

1,103,601,923.56
49,230,835.28
25,936,476.12
15,553,886.54
1,406,244.00

.22
11.
.05
.28
.01
.25
.08
.02
.08
11.
12.

16

15
15

WAEUED

2000.
2000.
2000.
2000.
2000.
2000.
2000.
2000.
2000.
2000.
2000.

03.
05.
06.
04.
04.
02.
05.
05.
05.
05.
06.

W T
1,156.737,233.70 96.21

45,560,208.75 3.79
1,202,297,442.45 100

[21]

22
16
05
27
19
25
08
02
04
15
14

U

W qT
120,000.
100,000.
400,000.

2,000,000.

1,250,000.

1,266,000.

1,500,000.
367,600.
800,000.
250,000.

3,000,000.

Ao By
+EAVE %EO

00
00
00
00
00
00
00
00
00
00
00
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4j¢0a_f0E;T

0E Aa KU 36 Ey EU Ao Ey
e T +EAVE UEO %y T +EAYE UEQ
1A800A0 20,339,456.58 100 29,757,041.15 100
of Wk 20,339,456.58 100 29,757,041.15 100
~6110a, 70E; TADEYECTA:
C-cTU¥T» HATT cTITPOOE
0@CT~ o%-Al D3 «EY% 8,002,110.00 1058 T
OPLUCAETY, TAPA™ T1«EY, 2,039,390.00 1055, T
Al UT3%C0KE - xU38 982,084.24 1055, T
OPTUCAETY: TAPAAGL«EY: 607,881.24 1058, T
AaeUCarTAaYp38 599,627.53 1055, T

Oa_ 0B TOPTP30+31«E%SUO0ETLE - YUALET«p¥THPAG - ¢ T EEUACEY+EAU3BEY06%046%E~0+02Tu0a ¢ TITO6YO0EU0A| £
5j¢CEAEQONEO:T

0E Aa KU 306 By KU AO By

Wy T +EAYE %EO %Wy T +EAYE %EO
1A800A0 421,759,459.56 93.08 881,283,171.66  77.39
1-2Aé 29,613,363.12 6.53 254,905,434.45  22.38
2-3hé 1,758,600.00 0.39 1,737,200.99 0.15
3AE00ET - - 886,567.31 0.08

Ok 453,131,422.68 100 1,138,812,374.41 100
“OITEAENO ! EOOEADEYEGTA:

C-¢TU¥T» HaqT ¢TTTDOOE
OPLaCAETY: TAOPTPL«EY 768,223,519.44 TOA"¢T
OPLACALETY: TAEUOUL«EY: 13,111,307.00 TOA 6T
OPLaCALTY: TAPA-EL«EY: 3,197,659.54 T0A 6T
AG3CT&Y%I» D01 038 2,184,365.52 TOA" (T
OPLaCALTY: TAcal 1«E¥ 1,483,280.09 TOA 6T
OPLACALTY: TAp++A! TD3)38 1,454,156.44 TOA” T

EA0DECOEOA, 1«EY-0PTUCAETY: TAODTP1«EY;T768,223,519.44 {£EUACEYTUEUSGEYUAZ . 5+TE-0+02TUO EOA , 1«EY TITOGYO0EN0A
if
6j¢ &»0
T A KU 30 By KU AO By
e T pelxv, Wy T g% UxYet |
0-2AAT 291,011,325.50 - 259,229,955.15 -
°ix°TV 834,540.57 - 1,128,434.38 -
HTOPOXOAL - 4,752,207.44 - 194,938.31 -
T 1D%012AAT  5,682,959.56 - 1,061,110.25 -
xQ0E°E3EE - 24,203,381.06 - 16,059,382.74 -

(22]
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OU20E -
2(3EL -
ol Yk
7i¢L19 xE2

17T A
0-0u
AN TN
»UE+ERE,
OEE4Ee+,
E&EQ
oT Yk
AUYEO0%E
- oY% OpTY
»UE+ERE
OEE&Fe+,
Ea EQ
oT Y%k
> Op
8j¢0U% "1a3]

1o3] AGSE

Yok
N1Oy38C Y "1a3]
70%
vESAANUODPA
70%
IbxUx°0Uk0¢ ¢La
96%
fibxUx°Ee+_¢ONL
96%

O»xUx°Yd,, ATTA;,
100%
67010A~
100%
uINLOy0i»G
90%
EO+%¥2ucAcTe»
90%

1,100,000.00

43,218,312.07 - 43,140,082.00 -
- - 44,751,979.43  1,900,000.00
369,702,726.20 - 365,565,882.26  1,900,000.00
a
EU3BEY +E006Y0 +EYOEU FUAGEY
283,631,259.96 3,575,768.93  280,055,491.
580,604,229.39 20,255,270.00 446,040.37  600,413,459.
9,586,933.03 1,301,084.05 505,638.11 10,382,378.
3,422,896.26 306,439.98 3,729,336.
877,245,318.64 21,862,794.03 4,527,447.41  894,580,665.
17,604,572.20  8,181,947.91 1,254,900.72 24,531,619.
126,454,749.22 36,740,904.70 65,451.74  163,130,202.
3,459,988.11 711,783.27 260,756.54 3,911,014.
1,519,737.57 304,450.48 1,824,188.
149,039,047.10 45,939,086.36 1,581,109.00 193,397,024
728,206,271.54 701,183,640.
EU3BEY +YE006%0 +YE0xaES EAEQY:OE
119" xE2(
61,923,432.71
50,120,000.00
3] 5,828,023.20
0% 1,586,026.41

2,185,256.33

1,816,981.95

329,630.00

4,969,084.02

3,853,013.40

(23]

1,816,981.95

2,514,886.33

03
02
97
24
26

39
18
84
05

.46

80

U

8,528.10

EUACEY

61,923,432.71

49,020,000.00

5,819,495.10

1,586,026.41

4,969,084.02

3,853,013.40

0.00

0.00

133\|

xE%d

A0

EAEQ

EAEQ

AvaE

Avag

Avag

AvAE

Avag

Avag



Jian Qinggi motocycle co.,Itd

04" 6AOCAAT»U 2,031,110.49 2,031,110.49  AV2E
90%
NL1OyAEHR 2,048,311.31 2,048,311.31 0.00 AvrE
100%
LOUpTex°TR 16,674,741.72  4,585,108.67 21,259,850.39  AVLE
90%
S HOAME 15,326.00 1,826,490.00 1,841,816.00 AvlE
85%
1ex°TR 2,760,000.00 2,267,900.00 5,027,900.00 Av1E
90%
OpN&; O+ 5,600,000.00 900,000.00 6,500,000.00  AY1E
80%
x°AZAEQTR 11,730,000.00 5,900,660.00 31,374.00 17,599,286.00  Av1E
95%
xCEU»0 25,890,327.03 25,890,327.03 0.00 AYAE
100%
xCEUN2OYAEYR 81,268,808.50 81,268,808.50 0.00 AYLE
100%
FB100_xI-Tal&%01alR 89,455,602.60 4,183,018.05 85,272,584.55  AVAE
5%
QM10001TAIR 6,137,000.00  5,338,000.00 10,042,980.00 1,432,020.00 AvrE
95%
- ¢ »UUEEE»UTPI31e3]  6,790,089.00 6,790,089.00 0.00 AaEQ
100%
EAEQ 53,243,164.71 4,638,115.29 2,560,427.10 1,212,285.11 54,108,567.79
Ok 322,065,884.72 139,646,318.62  21,118,293.43 118,349,723.05  322,244,186.86
9j¢ TPPTxE2(
00Aa O-EvadfT EUs3BEY YE006%0  +%EUT TG EUACEy  E£0al TuAélb

TAUgELOAE" 51,938,041.36 49,483,405.37 302,075.03 961,950.48 48,823,529.92 44
10 CNTAU%E:T

KU 306 By KU A0 By
PEXERS; T 70,000,000.00 50,800,000.00
PAOAVE: T - 80,000,000.00
of Yk 70,000,000.00 130,800,000.00

EUACEYTUAU3BEYUAL . 87+1E-0-02EC2133A+ xEWSEUOA; £
11§60}, TE£%Y
KU 306 By KU AO By
88,540,000.00 110,260,000.00
+Y0E»§0aTTODTRC - 30+% 1 «E%5%00ETLE - YUALE«pu¥ TopAs TITH £
1260}, T0E.T

(24]
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KU 306 By KU AO By
29,523,489.64  502,796,393.66
+Y0E»§0ATODTRC - 30+%1 «E%5%00ETLE - YUALE ¥ TopAs TTTj £EUACOATTTPAU3G0AT TUAL 72 T£-0+02EC L «EYSEACTAACUALE0 1 2 AATAAC
2E10,5 1706400 e TITiE
EU 36 Ey KU Ao Ey
824,218.93 11,002,895.20
+Y0E»§0ATTODC - 30+Y L« EUEUOOE TLE - YUALET«u¥ T»pA¢ TTT4, 702, 233.00 j EAUACOAT T TRAU3E0AT TRAL3+TE-0+02ECORED»6 ¢ TOBY:0
EUOA £
14i¢0!  T1EAQ
KU 36 Ey KU Ao By
1,440.00 1,440.00
Tp1996A8 - 0°11EAGEDT AIEj2¢ -0if
15 ¢0 M hE°%d

E°e 1T KU 36 Ey KU Ao Ey
060uE® -1,761,953.47 -3,684,703.19
Ta-NE° 14,100,309.41 3,156,187.70
of Uk 12,338,355.94 -528,515.49
16 CEAEQO! 1T
£U 36 Ey EU Ao By
68,823,965.19 78,855,803.29

+Y0E»80ANTODTPC - 30+%1 «E%S%00ETLE - YUALE«pu¥TopAs TITH £
17¢0al4-NOA

KU 36 Ey KU Ao Ey

e, TAGTE - 225,993.04

YYEBTA3E-N - 4,636,368.97

Oa1400%E -N - 260,839.00

O - 5,123,201.01
18 C1E+Y,

W¥T»ECTOTE  AgEAROpECL102EEARO

EU3BEy  ET 1E Looyhdxalf  -CPPBE  Dj Uk FUAGEY  +EAYE %£O
O»jCEDT A+T1E-Y
1j¢-CEOEELE-Y

1(400u0DLE 39,748.80 39,748.80  40.90
2j¢%3AU-"EE

300P1E-Y 3,761.94 3,761.94 3.87
3j¢Ec»at«0U300p1E

-YE x2RAZ1EL0 7,698.054 7,698.054  7.92
EDT AT "1E°TvE 51,208.794 51,208.794 52.69

(25]
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Tpi¢ONA=T 2E-Y
1 ¢%3AUETEDPA

EEAR+OEOT 1E 22,972.95 22,972.95
2i¢ %3AUETED
TaxE1EE B1EEOD 23,000.00 23,000.00
ONA+T"2E-YOIUE  45,972.95 45,972.95
1E- Vx0T 97,181.744 97,181.744
19 CxE+YLary
7 A EU3BEY +YE006%0 +EYOEU EUAGEY
1E+3,0¢Y0 1,063,802,354.48 - - 1,063,802,354.48
xE20£ALA060u 11,723,242.00 - - 11,723,242.00
of Yk 1,075,525,596.48 - - 1,075,525,596.48
20j¢0 0atwry
1T A EU3BEY +UEU06Y:0 +YEYSED EUACEY
-0 0at«ry 124,126,509.95 1,972,504.83 - 126,099,014
1«0zl 115,885,100.94 1,972,504.83 - 117,857,605.
ET040™ 0at«»y 116,235,355.98  3£-156£-007.73 - 119,391,363.
of Yk 356,246,966.87 7,101,017.39 - 363,347,984.
21j¢1 -OR4AQES
EU3BEY 565,072,624.37
+YABY»ANES 19,725,048.29
T14Ej -0 0atwry 1,972,504.83
T4Ej - 1«0mbd 1,972,504.83
14E{ET0a0 0atwy 3,156,007.73
EUAGEY 577,696,655.27
22 ¢0+020uUTAEOESY;°3E+Y,:
0+020uTREOEE 0+020UTRASELY:
ETAeEy +YABEyY ETAéEy +YABEy
AéEy
AlD3yAa  829,113,195.02 595,383,859.80  590,750,089.98  474,559,060.35
99.45
OuAlsuyAa  687,207,188.00 242,239,242.82  444,188,684.74  207,043,782.89
59.93
xQ0E°E€3EE- 433,671,752.30 63,974,445.75  356,523,305.24 59,050,667.42
78.33
of Yf 1,949,992,135.32 901,597,548.37 1,391,462,079.96  740,653,510.66
037.71

23.64

23.67
47.31
100

78
77
71
26

02 Op A« Al
ETActy %
238,363,105.04 120,824,7
243,018,503.26  35,195,4
77,148,447 .06 4,923,7

558,530,055.36 160,944,

0-0POUTREOE S 3E 4% - O3+ EE TAGUGEUS3 . 76% j ¢46 . 7T7%E-0+-0RECTUEVEYA: UOEUE-TUEDYD  ATAKUENOA £

23 ¢2ETA-NOA
17 A

+YA@ - CEGEY

ETAé-¢EUEY

(26]
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AOT¢08306 10,259,629.64 4,549,746.12
YOECAGTCEOEE 51,061,039.19 28,199,144.23
»&f0¥»ESES 35,828.50 -170,677.42
EAEQ 134,931.82 60,100.71
Ok -40,630,649.23 -23,759,974.82

AOTCEQEE+Y.AGECETABEY AL . 81+T£-0+02TUEOE j CAETY: TAAOTCENOAE
24 CEAEOOUTRAGES
T A +YAé - CEGEY ETAé-¢EGEY
2AATTUEVAGES 2,425,428.25 4,135,988.98
EAEQOUTAADEO+YAGHEE TAGYOEU42%E-TU2AATTUEDYOEUENOA £
25 ¢020ulaFOEe

T A +%Aé - ¢EUEY ETAé- ¢EGEy
119 xE207 'AT¥%»E00 7,454.00 29,280.51
-£,TAa; TEOE® 600.00 145,550.00
E&EQ 2,223.71
OTYE 10,277.71 174,830.51
26 ¢020u140830

T A +%A& - CEUEY ETAé- ¢EGEy
119" xE20" 'AT¥»ESES 2,377,877.01 289,658.44
EAEQ 465,248.08 25,800.00
OTY£ 2,843,125.09 315,458.44
27i¢2110EQEE

2E0p2¢ AR - p»2EUPAE® +YA@ - CEGEY ETAé-¢EUEY
8,814,710.60 73,539,663.78

L ULYYAZEEC[1997]48°ATAL«EYS” 33UYEHEEUPAE ©£-OEptu@d2£0p2, AR - u»118% i £
Auje1gAa - gl £ak»0x
1j¢"20U¢ @0FLOTppALIEAR -1,

FOOPADZE x¢24p00 - 0+020uTH OB+%EGOUDTH  %-YAPOOE
OPLaCAkTY TAODTPL«EY, YVAATEDOTAHA-34°A  ANID3pc2-¢i¢TAED A 1«E% 140D
2i¢” 20U, QOEL@TPPALEAR - UAXCRAXELYY°+8y £ P¥T»ECORED
EOOpAGSE Aé3oEy +YAB0GYOEy  +%ABYOEUEY AeACEY
OpracakTy: TA0PTP1«E¥500,000,000.00 - - 500,000,000.00
3i¢” ®0U; POEL@TPPALEAR - BEUSOLE - VYieEatdy £ P¥T»ECORED
EOOpAG3E A@36Ey +YABOOYOEy  +Y%ABYOEUEY AeAcEy
OPraCakTY: TAOPTP1«EY: 397,488,000.00 - - 397,488,000.00
4j¢2»" 200¢ 00ELGTupAT @A - 2@ TpUAPOOE
FOOPADZE O8+%EGOUPALZTH
YAATCAETTOTAAS0XODTDL«EY, 1-E6-A, 1«EY
CapCCAETA! TD3UODTPL«EY: 1-E0-A, 1«E%
OpruCakTY: TACADT3|3§ 1-E0-A_1«E%

(27]
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J
m

OPTUCAETA! TD3uY: TAEEEY%L«EY,
OprucasT, TAEOOOA! TD3u«EY,
ECT2CAETA! ID3pAa0a3sg
Ti%0CAETA! TD3UOPTPL«EY,
CTOECAETA TD3p0DTPL«EY,

E 40X CAETA! ID3UODTPL«EY:
OPTUCAETY: TAXUL«EYLPT0+EL«EY
OPLUCAATA! TD3py: TAXULEYALYR3S
YARTCAETTU» ODTPL«EY,
OPTUCAETA! TD3pY: TAXUL«EYUO»AYp38
OPLUCAATA! TD3py: TAXUL«EY Auc»u3s
YARTCAETUCE+1a3T0DTPL«EY
OPLUCAETY, TA-px°3§

OPrUCAKTY, TAEUOUL«EY:
OPLUCAETY: TACAT 1«EY

OPTUCAETY: TAPA-E1«EY
YAATCAETEYL0» iDUpGXO0D ThL«EY:
OT3CCAETA! TD3pAaYpODTPL«EY,
OPTUCAETY: TAEUOUL«EY:
YAATCAETASAYA ! TD3UODTDL«EY,
OPLUCAETY: TA” 61 xU°TY01a38
OfATCT, UCAETAY P32 - ¢OPTPL«EY
oy OYCAETA TD3UTAEUOD TP «EY,
OpracakTy: TAN10y3§
Opracak s TATUEOxUL«EY:
OpruCaETY, TATPTY - 01«EY

0-A 1«E%

i i
m> e

0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:
0-A, 1«E%
0-A 1«E%
0-A, 1«EY:

i i i i i i i i i i i i i i i i i i i i i i
m> My e ey ey > e e e e T e mae oy o e oo me oy o oo I

e e e e e e e e e B e e e e e e e e T e e T T T N
i
m»

OPTUCAETY: TAPA” T1«EY: ~E6-A, 1«EY
OPTUCAETY: TAPAAGL«EY -E0-A_1«EY:
HAOYT1AGCAETA! TD3pODTPL«EY, ~E6-A, 1«EY
OPTUCAETY: TAVRAOL«EY: ~E6-A, 1«EY
OPLUCAKTY, TACph++A! [D3)3§ ~E6-A_ 1<EY
OPTUCAETA! TD3pY: TAXUL«EUEUAT - ¢AY38 ~E6-A, 1«EY

5 C+UEOON0E1PAR - pAY»Ox
AjC2E1o5TT
+YA@ - CEGEY

OPTUCAETY: TAODTPL«EY: 41,716,928.00
YARTCAETTOTAA30X0DTPL«EY 38,304,882.00
OprucasTy, TAN20y38 19,579,632.00
OPTUCAETA! TD3uY: TAXUL«EYALYR3S  2,352,048.00
EAEQ 15,688,280.00

0-A, 1«E%.
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185,734,037.94
779,960,444.21

16,405,646.41
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oYL
Bj¢»6TITGUED

Opracak s TATUEOxUL«EY:
YAATCAETTOTAAS0XODTDL«EY,
Ti%OCAETA! TD3UOPTPL«EY;
ECT2CAETA! ID3pAa(a3s
CTOECAETA TD3u0DTPL«EY,
CapCCAETA! TD3UODTPL«EY:
ET%0x CAETA! TD30PTP1«EY:
OprucasTy, TACAPT3y3§
OprucasT: TAEOOOA! TD3pL«EY
EAEG

Ok

117,641,770.00

+YA8 - CEUEyY

596,097,499.00
28,074,343.00

505,491.00

9,704,278.00
923,077.00

15,354,249.00

7,113,637.00

45,606,284.00
703,378,858.00

Cit1gAa.%0tE0; ¢, 1o TITOATTE U¥T»ECO2£0

(1) OEOE+%Y

CApCCAETA! TD3p0DTPL«EY,

E 40X CAETA! ID3UODTPL«EY:
OpruCakTY: TAODTPL«EY
OpruCaETY, TATPTY - 01«EY
ECT2CAETA! ID3pAa0a3sg
OprucasTs TAEOOOA! TD3p«EY
oY OYCAETA TD3UTUECOD TP «EY,
OPLUCAETY: TA” 61 xU°TY01a38
EAEG

OpraCakTY: TATUEUXUL«EY:
OpracakTy, TACapi=3pssg
OPLUCAATA! TD3pY: TAEEEHL «EY,
OprucasT: TAEOOOA! TD3pL«EY
EAEG

(300, T0E:T
OPTUCAETY: TAPA” T1«EY:

EAEG

(4)EEEQOTED. T

OPTUCAETY: TAODTPL«EY:
OPTUCAETA! TD3pY: TAEEEY%L«EY,
OprucasTy, TACAPT3U3§
OPTUCAETY: TAEUOUL«EY:

EAEG

KU 306 Ey
23,306,400.00
9,000,000.00
16,350,000.00

5,973,500.00
K0 36 Ey

1,221,312,670.85

K0 36 Ey

£ 35 Ey
180,621,549.15
29,542,435.15
51,374,130.00

982,100,128.56

ETAé- ¢EGEyY

1,477,042,035.
53,225,082.
107,586,287.
61,735,615
51,790,776.
23,191,237.
64,487,262.

109,592,805.
1,948,651,104.

KU A0 By
500,000.00

3,000,000.00
1,023,760.00
400,000.00
400,000.00
290,000.00
K0 Ao Ey
1,103,601,923.56
49,230,835.00
25,936,476.00
15,553,887.00
3,205,357.00
K0 do Ey
2,039,390.00
1,158,961.00
K0 Ao Ey
768,223,519.44

13,111,307.00
10,741,271.00

(29]
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JINAN QINGQI MOTORCYCLE CO., LTD.
(Registered in the People®s Republic of China)
FINANCIAL STATEMENTS
31ST DECEMBER, 1999 AND 1998
TOGETHER WITH AUDITORS™ REPORT

The reader is advised that this report has been prepared originally in Chinese. In the event of a confl
ict between this report and the original Chinese version or difference in interpretation between the versions
of the report, the Chinese language report will prevail.

AUDITORS" REPORT

TO THE SHAREHOLDERS OF
JINAN QINGQI MOTORCYCLE CO., LTD.

We have audited the accompanying balance sheets of Jinan Qingqi Motorcycle Co., Ltd. (hereinafter referr
ed to as "the Company'™) as of 3lst December, 1999 and 1998 and the related statements of income, changes in sh
areholders® equity and cash flows for the years 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 audits.

We conducted our audits in accordance with International Standards on Auditing issued by the Internation
al Federation of Accountants. 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 examin
ing, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit a
Iso 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 audits provide a reasonable bas
is for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial positio
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n of the Company as of 31st December, 1999 and 1998, and the results of its operations and its cash flows for
the years then ended in accordance with International Accounting Standards issued by the International Account
ing Standards Committee.

Hong Kong, People®s Republic of China
14th April, 2000
JINAN QINGQI MOTORCYCLE CO., LTD.
STATEMENTS OF INCOME

FOR THE YEARS ENDED 31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of Renminbi Yuan (“RMB'),except earnings per share)

Note 1999 1998
Sales, net 3,18 833,875 1,855,746
Cost of sales 18 (717,854) (1,400,095)
Gross profit 116,021 455,651
Other operating income 4 95,139 166,214
General and administrative expenses 18 (125,406) (106,983)
Other operating expenses 4 (95,547) (161,901)
(Loss) profit from operation (9,793) 352,981
Finance income, net 6 40,631 23,760
Profit before taxation 5 30,838 376,741
Taxation 7,18 (7,346) (61,283)
Net profit for the year 19 23,492 315,458
Earnings per share 8 RMB 0.02 RMB 0.32
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The accompanying notes form an integral part of these financial statements.
JINAN QINGQI MOTORCYCLE CO., LTD.
BALANCE SHEETS

AS OF 31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of RMB)

Note 1999 1998
ASSETS
Non-current assets
Fixed assets, net 9 1,023,428 1,050,272
Land use rights 10 48,824 49,483
Due from Qingqgi Group Company, long-term portion 18 1,472,519 805,131
Total non-current assets 2,544,771 1,904,886
Current assets
Inventories 11 363,665 369,703
Due from Qingqgi Group Company, current portion 18 650,000 684,326
Due from related parties 18 116,233 113,276
Notes receivable 12 936 80,293
Accounts receivable 4,775 258
Advances to suppliers 26,559 10,487
Other current assets 21,087 26,104
Cash and bank deposits 13 105,886 55,197
Total current assets 1,289,141 1,339,644
TOTAL ASSETS 3,833,912 3,244,530

JINAN QINGQI MOTORCYCLE CO., LTD.
BALANCE SHEETS (CONTINUED)
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AS OF 31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of RMB)

Note 1999 1998
SHAREHOLDERS® EQUITY AND LIABILITIES
Shareholders™ equity
Share capital 14 971,817 971,817
Reserves 15,16 2,016,570 1,993,078
Total shareholders®™ equity 19 2,988,387 2,964,895
Current liabilities
Accounts payable 474,872 29,523
Notes payable 70,130 88,540
Advances from customers 6,301 824
Salaries payable 11,638 15,700
Staff welfare payable 10,560 10,785
Due to related parties 18 93,385 9,849
Taxes payable - 12,338
Other current liabilities 47,839 42,076
Short-term bank loans 17 130,800 70,000
Total current liabilities 845,525 279,635
TOTAL SHAREHOLDERS® EQUITY AND LIABILITIES 3,833,912 3,244,530

The accompanying notes form an integral part of these financial statements.
JINAN QINGQI MOTORCYCLE CO., LTD.
STATEMENTS OF CHANGES IN SHAREHOLDERS®™ EQUITY

FOR THE YEARS ENDED 31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of RMB)
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Reserves
Statutory Public Discretion- Unappro- Total
Share Capital surplus welfare ary surplus priated Total shareholders”
capital  surplus reserve fund reserve profit reserves equity

noto 14 Note 15(a) Note 15(b) Note 15(c) Note 15(d) Note 16

Balance as

of 1st

January,

1998 971,817 1,075,525 97,775 97,775 70,347 336,198 1,677,620 2,649,437

Net profit
for 1998 - - - - - 315,458 315,458 315,458

Appropriations:
- statutory surplus
reserve -

34,116 - - (34,116) - -
- public welfare
fund - - - 34,116 - (34,116) - -
- discretionary
surplus reserve - - - - 54,586 (54,586) - -

Balance as of
31st December,
1998 971,817 1,075,525 131,891 131,891 124,933 528,838 1,993,078 2,964,895

Adjustments on

prior years®

profit appropriation

due to change in

accounting policies

on statutory accounts

(see Note 16) - - (7,765)  (16,006) (8,698) 32,469 - -

Balance as of
31st December,
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1998 as
restated 971,817 1,075,525 124,126 115,885 116,235 561,307 1,993,078 2,964,895
Net profit
for 1999 - - - - - 23,492 23,492 23,492
Appropriations:
- statutory
surplus reserve - - 1,973 - - (1,973) - -
- public welfare
fund - - - 1,973 - (1,973) - -
- discretionary
surplus reserve - - - - 3,156 (3,156) - -
Balance as
of 31st December,
1999 971,817 1,075,525 126,099 117,858 119,391 577,697 2,016,570 2,988,387

The accompanying notes form an integral part of these financial statements.
JINAN QINGQI MOTORCYCLE CO., LTD.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED 31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of RMB)

1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
Profit before taxation 30,838 376,741
Adjustments for:
Provision for doubtful debts 16,233 34,000
Provision for inventory loss 1,900 -
Depreciation of fixed assets 45,939 37,353
Amortisation of land use rights 1,017 535
Loss on disposal of fixed assets 2,379 116
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Interest expense

Interest income

(Increase) decrease in operating assets
Inventories

Due from Qinggi Group Company

Due from related parties

Notes receivable

Accounts receivable

Advances to suppliers

Other current assets

Increase (decrease) in operating liabilities
Accounts payable

Notes payable

Advances from customers

Salaries payable

Staff welfare payable

Due to related parties

Taxes payable

Other current liabilities

Cash (used in) generated from operations
Interest paid
Interest received

Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposal of fixed assets
Increase in fixed assets

Increase in land use rights

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

10,264

(51,066)

4,138

(645,585)
(6,667)

79,357
(4,517)
(16,072)
5,017

445,349
(18,410)
5,477
(4,062)
(225)
83,536

(12,338)
5,537

(21,961)

(10,038)

51,066

(7,346)

11,721

1999

567
(22,041)
(358)

(21,832)

(38]

4,550
(28,199)

6,822
(478,191)
22,634
(54,007)
(258)
(4,165)
(12,873)

23,860
85,432
623
1,386
643
6,077
12,338
5,175

40,592
(5,649)
33,703

(61,283)

7,363

1998

414
(64,631)
(27,933)

(92,150)
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Increase in short-term bank loans, net of repayments 60,800 30,000
Net cash generated from financing activities 60,800 30,000
NET INCREASE (DECREASE) IN CASH AND BANK DEPOSITS 50,689 (54,787)
CASH AND BANK DEPOSITS, BEGINNING OF YEAR 55,197 109,984
CASH AND BANK DEPOSITS, END OF YEAR 105,886 55,197

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

JINAN QINGQI MOTORCYCLE CO., LTD.
NOTES TO FINANCIAL STATEMENTS
31ST DECEMBER, 1999 AND 1998

(Amounts expressed in thousands of Renminbi "RMB", unless otherwise stated)

1_.ORGANISATION, OPERATION AND THE RELATIONSHIP WITH CHINA QINGQI MOTORCYCLE GROUP GENERAL CORPORATION

Jinan Qinggi Motorcycle Co., Ltd. (‘“"the Company') was formed as a result of the merger of three State-ow
ned factories namely First Assembly Factory, Second Assembly Factory and Engine Factory. The Company was esta
blished as a joint stock limited company in the People®s Republic of China (the "PRC™) on 25th November, 1993.
As of 31st December, 1999, the registered capital of the Company was RMB 971,817,440 divided into 971,817,440
shares with a par value of RMB 1 each.

The shares offered to the public in the PRC and to the employees of the Company (A shares') as well as
the domestically listed foreign shares ("B shares™) were listed on the Shanghai Stock Exchange.

The State-owned shares of the Company are owned by the Jinan Municipal State-owned Assets Administration
Bureau, which has appointed the chairman of China Qingqi Motorcycle Group General Corporation (Qingqi Group C
ompany') to exercise its rights as a shareholder of the Company. There are seven directors of the Company, fou
r of whom are also directors of Qingqi Group Company.

The Company®s principal activities are the manufacture and sale of motorcycles and related components.
A significant portion of the transactions undertaken by the Company are conducted with Qinggi Group Company an
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d companies controlled by Qinggi Group Company. The Company has signed several significant operation / manage
ment contracts with Qingqi Group Company (see Note 22).

2_PRINCIPAL ACCOUNTING POLICIES

The Company®s financial statements were prepared in conformity with International Accounting Standards
("1AS™). This basis of accounting differs in certain respects from that used in the statutory accounts of the
Company which were prepared in accordance with accounting principles and the relevant financial regulations a
pplicable to joint stock limited companies in the PRC (“Statutory Accounts'™). The principal adjustments made
to conform to IAS are disclosed in Note 19 below.

The principal accounting policies adopted in preparing the financial statements of the Company to confor
m to International Accounting Standards ("IAS™) are as follows:

(a) Revenue recognition

(i) Sales of goods

Net sales represent total net invoiced value of goods (excluding value-added tax) net of Consumption Tax
and surtaxes, and are recognised when the significant risks and rewards of ownership of goods have been trans
ferred to customers.

(i1) Interest income

Interest income from bank deposit and Qingqi Group Company is recognised on a time proportion basis on th
e pricipal outstanding and at the rate applicable.

(b) Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation. The cost of an asset comprises its purch
ase price and any directly attributable costs of bringing the asset to its working condition and location for
its intended use. Expenditure incurred after the fixed assets have been put into operation, is recognised as a
n expense in the year in which it is incurred. In situations where it is probable that the expenditure has re
sulted in an increase in the future economic benefits expected to be obtained from the use of the asset, the e
xpenditure is capitalised as an additional cost of the fixed assets.

Depreciation is calculated using the straight-line method to write off the cost, after taking into accou

nt an estimated residual value of 10% of cost, of each asset over its expected useful life. The expected usef
ul lives are as follows:
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Buildings 20-40 years

Machinery and equipment 8-18 years

Motor vehicles 5-10 years

Furniture, fixtures and office equipment 5-10 years

When assets are sold or retired, their cost and accumulated depreciation are eliminated from the account
s and any gain or loss resulting from their disposals is included in the statement of income.

Construction-in-progress represents buildings, machinery and equipment under construction or installatio
n and is stated at cost. This includes cost of construction, building and equipment and other direct costs pl
us borrowing costs which include interest charges arising from borrowings used to finance these projects durin
g the construction period.

(c) Land use rights

Land use rights are stated at cost less accumulated amortisation. Amortisation is calculated on a straight-li
ne basis to write off the cost over 50 years.

(d)Inventories

Inventories are stated at the lower of cost (calculated on the weighted average basis) and net realisabl
e value. Cost comprises materials and, where applicable, direct labour and an appropriate proportion of all p
roduction overhead expenditure. Net realisable value is determined on the basis of estimated selling prices 1
ess the estimated costs of completion and related selling and distribution expenses. Provision is made for obs
olete, slow-moving and defective items where appropriate.

(e)Allowance for doubtful accounts

Allowance for doubtful accounts is provided based on the collectibility of the receivables.

(f)Taxation

The Company provides for Enterprise Income Tax ("EIT") on the basis of its statutory profit for financia
I reporting purposes, adjusted for income and expense items which are not assessable or deductible for EIT pur

poses and after considering all available tax benefits.

Other taxes are provided in accordance with the prevailing PRC tax regulations which are applicable to t

he Company.
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Deferred taxation is provided under the balance sheet liability method in respect of significant tempora
ry differences arising from differences between the carrying amounts of assets and liabilities for financial r
eporting purposes and the amounts used for income tax purposes. Deferred tax assets are recognised to the ext
ent that it is probable that sufficient taxable profit will be available against which the deductible temporar
y differences can be utilised.

(g)Foreign currency translation

The Company maintains its books and records in RMB, which is not a freely convertible currency. Foreign
currency transactions are translated into RMB at the exchange rates prevailing at the dates of the transaction
S. Monetary assets and liabilities denominated in foreign currencies are translated into RMB at the applicable

rate of exchange prevailing at the balance sheet date; non-monetary assets and liabilities denominated in for
eign currencies are translated at historical rates. Exchange differences arising from changes in exchange rate
s subsequent to the dates of transactions for monetary assets and liabilities denominated in foreign currencie
s are included in the current year"s statement of income.

(h)Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control t
he other party, or exercise significant influence over the other party in making financial and operating decis
ions. Parties are also considered to be related if they are subject to common control or common significant i
nfluence.

(i)Pension scheme and staff welfare

Pursuant to the PRC laws and regulations, contributions to the pension fund for the Company®s local sta
ff are to be made monthly to a government agency based on 28% of the standard salary set by the provincial gov
ernment, of which 23% are borne by the Company and the remaining are borne by the staff. The government agenc
y is responsible for the pension liabilities relating to such staff on their retirement.

Company is required to provide certain welfares to its employees. Provision for staff welfare is made ba
sed on the following percentages of employees® salaries:

Staff welfare 14%

Housing fund 5%

Labor union fund 2%
Staff education fund 1.5%
Unemployment insurance 1%
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3.SALES
1999 1998
RMB*000 RMB*000
Gross sales 901,598 1,949,992
Less: Consumption Tax and surtaxes (see Note 7) (67,723) (94,246)
Net 833,875 1,855,746

4.0THER OPERATING INCOME AND EXPENSES

Other operating income and expenses mainly arose from sale of spare parts.

5. PROFIT BEFORE TAXATION

Profit before taxation was arrived at after crediting or charging the following items:

1999 1998

RMB*000 RMB*000
After crediting:
Interest income (see Note 6) 51,066 28,199
After charging:
Provision for doubtful debts 16,233 34,000
Provision for inventory loss 1,900 -
Depreciation of fixed assets 45,939 37,353
Amortisation of land use rights 1,017 535
Loss on disposal of fixed assets 2,379 116
Interest expense (see Note 6) 10,264 4,550
Contribution to statutory pension scheme 11,782 10,670
Provision for staff welfare 7,479 7,497

6.FINANCE INCOME
1999 1998
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RMB*000 RMB*000
Interest income
- Bank deposits 945 1,097
- Qinggi Group Company (see Note 18) 50,121 27,102
51,066 28,199
Interest expense
- Bank (10,264) (4,550)
Foreign exchange (loss) gain (171) 111
40,631 23,760
7_TAXATION
(a)Sales taxes®l
1999 1998
RMB*000 RMB*000
Consumption Tax 59,450 80,386
Surtaxes 8,273 13,860
67,723 94,246

The Company is subject to Consumption Tax ("'CT') at 10% of the sales value of certain categories of moto
rcycles.

In addition to the above, the Company is subject to the following surtaxes:

jo City Development Tax, a tax levied at 7% of CT plus net Value-added Tax (“'VAT") payable;
jo Education Supplementary Tax, a tax levied at 3% of CT plus net VAT payable.

(b)VAT

The Company is subject to VAT, which is levied at 17% on the gross turnover upon sale of goods. Input VA
T paid on purchases of raw materials, semi-finished products, etc., can be used to offset the VAT payable on s
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ales to determine the net VAT payable. VAT is not included in the statement of income.

(c)Enterprise Income Tax (“EIT™)

1999
RMB"000
Taxation
- Current 16,161
- Financial refund (8,815)
7,346

The Company is subject to EIT at a rate of 33% on its taxable income. The EIT liability of the Company w

1998
RMB*000

134,823
(73,540)

61,283

as consolidated with and settled through Qinggi Group Company.

Shandong Provincial People®s Government, EIT liability of the Company in excess of that computed at 15% of its
taxable income would be refunded to the Company by the Shandong Finance Bureau through Qinggi Group Company.

According to Circular Guofa (2000)2 issued on January 11, 2000, effective from January 1, 2000, the abov
e Ffinancial refund would require approval from the State Council for which the Company are yet to obtain.

According to relevant circulars issued by the

erwise, the financial refund may cease to be available to the Company from January 1, 2000.

The reconciliation of the effective tax rate to the statutory tax rate is as follows:

Accounting profit

Tax at the applicable tax rate of 15%

Temporary differences

Tax expense

8.EARNINGS PER SHARE

The calculation of earnings per share for the year ended 31st December, 1999 is based on the net profit
of approximately RMB 23,492,000 (1998: RMB 315,458,000) and on the number of 971,817,440 shares in issue durin

1999
RMB*000

30,838 100%

4,626 15%

2,720 9%

7,346  24%

[45]

1998
RMB*000

376,741

56,511

4,772

61,283

100%

15%

1%

16%
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g the year.

9_FIXED ASSETS

(RMB*000) Buildings
Cost

Beginning of

year 283,631
Additions -
Transfers -
Disposals (3,575)
End of year 280,056

Accumulated depreciation

Beginning

of year 17,605
Charge for

the year 8,182
Disposals (1,255)
End of year 24,532

Net book value

End of year 255,524
Beginning
of year 266,026

1999
Furniture,
Machinery fixtures
and Motor and

equipment  vehicles office equipment
580,604 9,587 3,422

- 745 -

20,255 557 306

(446) (506) -

600,413 10,383 3,728
126,454 3,460 1,519

36,741 712 304

(65) (261) -

163,130 3,911 1,823

437,283 6,472 1,905

454,150 6,127 1,903

[46]

1998

Construction
-in-progress

322,066
139,646

(21,118)

(118,350)

322,244

322,244

322,066

Total Total

1,199,310 1,135,924
140,391 64,631

(122,877) (1,245)

1,216,824 1,199,310
149,038 112,400
45,939 37,353
(1,581)  (715)
193,396 149,038
1,023,428 1,050,272
1,050,272 1,023,524
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10.LAND USE RIGHTS

1999 1998
RMB*000 RMB"000
Cost 52,296 51,938
Less: Accumulated amortisation (3,472) (2,455)
48,824 49,483

In 1998, the Company paid approximately RMB 27,933,000 to acquire the land use right with a total area o
f approximately 111,000 square meters where Engine Factory is located for a period of 50 years. As of 31st De
cember, 1999, the Company is applying to the relevant land bureau for the certificate of the land use right.

11. INVENTORIES

1999 1998
RMB*000 RMB"000
Raw materials 260,291 291,846
Work-in-process 43,140 45,292
Semi-finished goods 16,059 27,813
Low-value consumables 1,323 4,752
Finished goods 44,752 -
365,565 369,703
Less: provision for inventory loss (1,900) -
363,665 369,703

12 _NOTES RECEIVABLE
As of 31st December, 1999, the Company has no notes receivable used as collateral for issuance of bank a

cceptance notes (1998: RMB 59,040,000).

13.CASH AND BANK DEPOSITS
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1999 1998
RMB®000 RMB"000
Cash on hand 7 7
Demand deposits 97,879 52,190
Fixed deposits 8,000 3,000
105,886 55,197

Included in the bank deposits are the amounts totaling RMB 64,260,000 (1998: RMB 12,607,000) pledged as
collateral for bankers® acceptances included in notes payable.

14 _SHARE CAPITAL

The details of share capital were as follows:

Number of shares Amount
1999 1998 1999 1998
RMB*000 RMB 000
A shares of RMB 1 each
- State-owned shares 397,488,000 397,488,000 397,488 397,488
- Legal person shares 37,619,400 37,619,400 37,619 37,619
- Public shares 306,710,040 306,710,040 306,710 306,710
741,817,440 741,817,440 741,817 741,817
B shares of RMB 1 each 230,000,000 230,000,000 230,000 230,000
971,817,440 971,817,440 971,817 971,817

15_RESERVES

(a)Capital surplus

In accordance with the articles of association, the Company shall record the followings as capital surpl

us:

[48]



Jian Qinggi motocycle co.,Itd

(i)share premium;

(ii)donations;

(iii)appreciation arising from revaluation of assets; and

(iv)other items in accordance with the Company®"s articles of association and relevant regulations in the PRC.

Capital surplus may be utilised to offset prior years® losses or for issuance of bonus shares.

(b)Statutory surplus reserve

In accordance with the PRC Company Law and the Company®s articles of association, the Company is require
d to appropriate 10% of its annual statutory profit after taxation (after offsetting any prior years® losses)
to statutory surplus reserve (“SSR") until the balance of the SSR reaches 50% of the Company®s share capital;
thereafter, any further appropriation is optional. The SSR may be utilised to offset prior years" losses or f
or issuance of bonus shares. However, the SSR shall be maintained at a minimum of 25% of share capital after s
uch issuance.

(c)Public welfare fund

In accordance with the Company"s articles of association, the Company shall appropriate 5 to 10% of its
annual statutory profit after taxation to the public welfare fund ("PWF'™), which can only be utilised for coll
ective staff benefits such as building of staff quarters.

(d)Discretionary surplus reserve

The appropriation to the discretionary surplus reserve ("'DSR™) is made based on resolutions of the shar
eholders.

16.DIVIDENDS

In accordance with the Company®s articles of association, provisions of SSR and PWF should be based on a
fter-tax profit determined in accordance with PRC accounting standards and regulations. The amount of profit
available for distribution to the shareholders shall be determined based on the lower of the unappropriated pr
ofit determined under the accounting principles and financial regulations applicable in the PRC and that deter
mined under IAS.

On 14th April, 2000, the Board of Directors recommended 10% appropriation of its statutory profit after taxati
on to each of the SSR and PWF respectively and 20% appropriation of the remaining statutory profit after taxat
ion to DSR and proposed not to distribute dividends in respect of the profit for the year ended 31st December,
1999. As of 31st December, 1999, analysis of the appropriations to SSR, PWF and DSR in the Statutory Account
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s and financial statements prepared under IAS is as follows:

Statutory
Accounts
RMB*000
Unappropriated profit,
beginning of year 595,490
Effect of change in
accounting policies for
Statutory Accounts on
unappropriated profit (30,416)
Profit after taxation 19,725
Transfer to SSR (1,973)
Transfer to PWF (1,973)
Transfer to DSR (3,156)
Unappropriated profit, end of year 577,697

Accounts
under IAS
RMB*000

528,838

32,469

23,492
(1,973)
(1,973)
(3,156)

577,697

The above proposal is subject to the approval of shareholders at their next general meeting.

17 _SHORT-TERM BANK LOANS

Short-term bank loans were unsecured, bore interest at rates ranging from 5.580% to 6.534% (1998: 6.390%

to 11.088%) per annum and were guaranteed by a non-related company and a relate party respectively.

18_RELATED PARTY TRANSACTIONS

(a)During the years ended 31st December, 1999 and 1998, the Company had the following significant transa

ctions with Qinggi Group Company and companies controlled by Qingqi Group Company:

Gross sales - Qingqi Group Company
- related parties

Purchase of raw materials

[50]
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Purchase of machinery and equipment 2,604 -

Interest received and receivable from Qinggi Group Company 50,121 27,102
EIT paid through Qinggi Group Company 7,346 61,283
VAT paid through Qinggi Group Company - 71,618
CT paid through Qingqi Group Company - 38,266
Surtaxes paid through Qinggi Group Company 8,273 14,231

Licence fees paid through Qinggi Group Company to
Suzuki Motor Co., Ltd. - 2,026

Licence fees and trade mark fees paid to
Qinggi Group Company (see Note 22) 1,000 1,000

Substantially all of the Company®s sales are made to related parties. Such sales accounted for approxim
ately 78% of the Company®s sales for the year ended 31st December, 1999 (1998: 99%). Based on a sales agreemen
t, which is signed on an annual basis and specifies the selling prices of various categories of motorcycles, t
he Company*s motorcycles are sold to Qingqi Group Company upon completion of assembly and the related selling
expenses and warranty expenses are borne by Qingqi Group Company. As of 31st December, 1999, based on the pri
ces charged by the Company, Qinggi Group Company®s inventory of motorcycle merchandise supplied by the Company

amounted to approximately RMB 83,200,000 (1998: RMB 378,000,000).

Prior to 30th June, 1998, the Company paid all taxes (inclusive of VAT, CT, surtaxes and EIT) to Qingqi
Group Company, which in turn filed consolidated tax returns and settled its taxes with the tax bureau. Starti
ng 1st July, 1998, the Company pays VAT and CT directly to the tax bureau. However, EIT and surtaxes are stil
I paid to Qinggi Group Company, which in turn files consolidated tax returns and settles its taxes with the ta
X bureau.

(b)As of 31st December, 1999 and 1998

1999 1998
RMB*000 RMB"000
Due from Qinggi Group Company, long-term portion 1,536,752 856,841
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Due from Qinggi Group Company, current portion 650,000 684,326
Less: Provision for doubtful debts (64,233) (51,710)
Due from Qingqi Group Company, net 2,122,519 1,489,457
Due from related parties 122,233 115,566
Less: Provision for doubtful debts (6,000) (2,290)
Due from related parties, net 116,233 113,276
Due to related parties 93,385 9,849

The balance due from Qingqi Group Company mainly arose from the above transactions, is unsecured and be
ars interest at an average interest rate of 2.58% per annum (1998: 1.44%). Qingqi Group Company has committed
to reduce the amount due to the Company and repay the certain current portion during 2000 by transferring of
operating assets to the Company, expediting settlement of trade receivables and obtaining other sources of fin

ancing.

The balances due from and due to related parties are interest free, and are expected to be collected or
repaid within one year.

19_IMPACT OF IAS ADJUSTMENTS ON NET PROFIT AND NET ASSETS

Net profit for the years

ended 31st December, Net assets as of 31st December,
1999 1998 1999 1998
RMB"000 RMB"000 RMB*000 RMB*000
As reported in the
Statutory Accounts
of the Company 19,725 341,164 2,988,387 3,006,683
Adjustments for
changes of
accounting policy
on Statutory Accounts - (1,079) - (38,021)
19,725 340,085 2,988,387 2,968,662

Adjustments:
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- Reversal of

(provision for)

doubtful debts 3,767 (19,377) - (3,767)
- Reversal of

overaccrual

of cost - (8,633) - -
- Reversal of

underaccrual

of pension - 2,729 - -
- Others - 654 - -

As restated to
conform to 1AS 23,492 315,458 2,988,387 2,964,895

20.COMMITMENTS

As of 31st December, 1999, the Company had no significant capital commitments in respect of construction
projects and purchase of machinery and equipment (1998: RMB 171,827,000).

21 .CONTINGENT LIABILITIES

As of 31st December, 1999, the Company stood as guarantor for the short-term bank loans of the following

companies:

1999 1998
RMB*000 RMB*000

Qinggi Group Company 65,500 -

Jinan No.2 Machinery Group Company 40,000 -

Jinan Qinggi Suzuki Motorcycle Co., Ltd. 24,000 -

Qinggi Group Company, Mould Factory 2,800 -

Jinan Qinggi Electronic Engineering Co., Ltd. 2,000 -

Qinggi Group Company, Plastic Factory 1,000 -
135,300 -

22_SIGNIFICANT OPERATION / MANAGEMENT CONTRACTS
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As of 31st December, 1999, the Company has entered into the following significant operation/management c
ontracts:

(a)Qingqi Group Company and a sales company controlled by Qingqi Group Company have signed an agreement
with the Company to purchase at least 95% of the Company®s annual production of motorcycles. Based on the agr
eement, the sales volume and selling prices shall be renewed on an annual basis, and the selling prices of suc
h products shall not be less than 95% of their fair market prices. Qinggi Group Company shall purchase such pr
oducts if the sales company fails to fulfill the obligations stipulated in the agreement;

(b)Qingqi Group Company and the Company have signed an agreement allowing the Company to use designated
trademarks on its products. In consideration of the use, the Company shall pay Qinggi Group Company an annual
amount of RMB 500,000;

(c)Qingqi Group Company and the Company have signed a licence agreement allowing the Company to use a d
esignated patent and technical know-how in the production, packaging and marketing of its products. Aside from
the licence fees paid to licensors outside the PRC which shall be reimbursed to Qingqi Group Company as incur
red, the Company shall pay Qinggi Group Company an annual amount of RMB 500,000 for permission to use the desi
gnated patent and technical know-how; and

(d)Qingqi Group Company has signed an agreement with the Company stipulating that Qingqi Group Company

and its subsidiaries, associated companies and joint venture companies will not engage in any activities which
will result in direct competition with the Company.

23.COMPARATIVE FIGURES

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