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3.1 0o0uE®

1«E%°” 20k - pAOBOUTTYELEOSOPE® , 00220k - UAEAET217% £
3.2 020ufT

LeE3°” 0POUEOEETTA UASIHESEOROPE® | £
3.3 3CEDT-»ol EGE®
LE3°” pEU0 1 H»O60UE® j 6020UTTORC THATIHEHESCED T-»0ts "EQE® £
3.4 wioy-N Wb
L% A0 0803  60A0E 08° TUASIHEAE T Oy -, 110 £
3.5 EQpAE°
LeE3°” 0§ AEEEQpATTUALSYWEHEEOOPETPAE® { £
4. (PIEXOLEYHCOTORESON

xOL«EYAG3E x¢24xE+Y) - 02 -7 T8 ITxEIT  ¢@L1E+EAY
ETo£100p - 1EO»GTUEOXUL«EY, 500 -10FER+ | j C%OEO2AAT j¢»aucEe+ uETGED 500 100%
ETOLET1a00E@»U0DTP1«EY 1000 OOE@»UpA:a- ¢ ¢EG20¢TUED 700 70%
ETOLET10%g36; UODTPL«EY, 3200 »UpcEe+ j ¢COCHTOCE+UERD36:U 2880 90%
ETO£1n-7 - ¢ ud2a- ¢010DThL1«EY 500 - M@2052- ¢ CTAEOXEN j ¢TYOutUAT 450 90%
ETOLET1a080u0D TPL«EY; 1400 EG20-1E0»U0& ¢100001D 108 1320 90%
ETOLET10Y»ERODTPL«EY, 300 E020j ¢ TAEUONOAE® . AaT xEe+ | 270 94 .30%
ETOLEA - %1 -Y:AY»ERODTPL«EY, 200 O00AEGEG20 ¢ TUEDY:° TaLgyHED 2 - ¢ 102 51%
ETo£10-Tuck+0DTPL«EY, 750 - TEO» UG+ j Cue»U0EOTH° TUED 450 60%
ETO£AAE "x(°OT¥-021«EY, 50 -TEO» (s> AaYppATUED 27.5 55%
ETo£+! Aé1a3TEe+ SETXODTPL«EY 55 »UUGERE | j CTAKY» UG j CEOAANE 49.5 90%
ETOL0ApAY-YA - ¢010DTP1«EY: 200 »UUCER  j CYO0ANCK=j ¢ OpTandTUuED 160 80%
ETOf  »»2Ca»u0DThL1«EY, $100 EG2UTAED - px°»0Dp j CA30X” AT $55 55%
ETO£1a0p - 1EO»UT120xUL«EY, 460 -10FEe+ Ve AdYipj COEO2AATY,°EOAE 460 100%
LGHE»AUCSEQY - 10KES+ ODTPL«EY 300 -10FEe+, TUEOUE 150 100%
ETO£1a0p - 1EO»UYHED 2 - ¢1«EY 120 -10FEe+, "EAVY." - pTRAPE 120 100%
ETO£ - 1EO»0080»38%-022, 25 »U0ETUEDY:°YYES - pTR 25 100%
ETO£ - TOAFPOpL«EY: 30 »U08TUEDY:° - 1EO»GAGYPTUED 30 100%
ETOEE«OZ U - 1»U0DTP1«EY 600 -TEO» (52 Ag2 YppAlid1a j ¢OEOT % TUED 420 70%
ETOLET10»2Y - Vi AU» UDPOD TP «EY 800 -1EO»0A&YpYO1aj ¢OEOTH°TUED 560 70%

5. »&Uf+ +10-02TTA xCET

(15]



ShangGong Co.,LTD.

5. 1»8+0xE%d

TTA; Aé38Ey
0-+0 »8AE

TO%o

0oPD & T

EEARO

AAG2 1,682,216.48 8.2787

EQ0= 6,247,493.00 0.0717

OTY.E

5. 2910 TxE j ¢OTTTAUTXEpghOxtit

TTA;

TTA; TTE%3YT
1EE+TXE 41,500.00
O®E TTxE 515,316.73
EAEQTYXE -

Ok 556,816.73
5. 301EOE+%Y

SHELU¥ T
30ApCa - ¢ ud20.2 - ¢%-021«EY,
ETO£0£»2 - ¢ p@20%-020D Th1«EY
Ok
5. 40'E00E:T
5.4-1°T2¢Ey
OEAa

3T
1A800A0 121,775,072.10
1-2Aé 70,848,191.40
2-3Aé 31,862,005.19
3AG00ET 25,363,930.49
OTY.E 249,849,199.18

EUACEYORC - ¢ THANTCSAQPAP¥T»ECTAE®
P T»AG3E

ETOEOE2- ¢ p@2(3-020D TP Y,
EaQY - 1EO»UTUE(L«EY,
°TT+£20»AT, “ A30x0DTb1«EY,

AeAoky
0U°TRMB 0-+0 »3AE
83,942.84
18,049,899.48
13,926,565.58 1,759,043.33  8.2793
447 ,945.25 1,309,511.89  0.0809
32,508,353.15
EU36EY EUACEY
HgYUxYet TTxEvdTT He¥UxYet
- 41,500.00 -
- 269,171.73 -
- 310,671.73 -
3p£+EQKU HAEUED %3TT
1999.12.29 2000.5.31 14,300,000.00
1999.12.28 2000.5.15 12,937,600.00
27,237,600.00
EU36EY FUAGEY
+EAY% »UOEXYi 0 +EAY%
48.74 608,875.36  121,345,562.81  46.12
28.36 798,481.91 54,307,586.32  20.64
12.75 1,593,100.26 38,468,320.12 14.62
10.15 5,072,786.10 48,999,323.36  18.62
100.00 8,073,243.63  263,120,792.61 100.00
HaqT OEAa AUEY
7,816,400.00 1A800A0 »8¢T
6,705,027.44 1A&00AU »0.T
6,565,315.96 1A800AU »0¢T

[16]

O0°TRMB
169,033.91

312,199,854.86
14,563,647.42
105,982.72
327,038,518.91

»UOEXYt
606,727.81
543,075.86

1,923,416.01
9,799,864.67
12,873,084.35



ShangGong Co.,LTD.

Capue»2PE - TEO»(LOTUE(L «EY 6,444,068.93
E«2oEpOut«Ey 4,938,212.99
ETESO ' EOOE; TODTP305%E " O-5%EOLE - YOOETLET«p¥T»UAC- ¢ Ti £

5.4-2A 1«EYEyY

OEAa EU36EY
0 +EAY% »UOEXY %OTT
1A800AU 113,835,467.34 55.04 569,177.34 96,102,
1-2Aé 43,555,356.42  21.06 435,553.56 25,332,
2-3Aé 25,074,660.04 12.12 1,253,733.00 25,635,
3AG00ET  24,366,992.68 11.78 4,873,398.54 44,297,
OTY.E 206,832,476.48 100.00 7,131,862.44 191,368,
5. SEAF00YEO:T
5.5-1°T2¢Ey
OEAa EUs3BEY
%OTT +EAY% »UOEXYt | %OTT
1Aé00AU 298,080,753.97 80.85 490,403.77 68,450,
1-2Aé  21,358,513.97  5.79 213,585.14 6,824,
2-3Aé  28,238,814.65  7.66 1,411,940.73 5,767,
3AE00ET 20,995,920.75  5.69 7,315,113.79 23,507,
oT%£  368,674,003.34 99.99 9,431,043.43 104,549,
EUACEYORC - ¢ THANTCSAQPAP¥T»ECTAE®
U¥T»AGSE HOTT
ETo£1a.- ipck+0DTb1«EY: 15,466,485.19
ETo£0y1a°T000AERODTPL«EY: 10,050,000.00
ETo£0ApAY-YA - ¢010DTP1«EY, 5,826,492.73
EOT«OACALaOuL «EY 5,500,000.00
3ah-9-YAA2OT - ¢0L11E - YODTP1«EY 3,282,000.00

ETEGAAEN0}EQ; TEUACEYOD UA ETOECALn; BLEE Y TAEOL«EYC- ,T121,000,000.0002£-3y" ETAE~TP300DL«EY5%E "O-5%ECLE - YOO

ETLE«p¥ToPAC- (TiE
5.5-2A 1«E¥EY

OEA4 EU3GEY
HOTT +EAY% »UOEXY |
1A800AU  231,066,501.90 76.91 1,155,332.51
1-2hé 20,434,112.68 6.80 204,341.13
2-3Aé 28,134,874.65 9.37 1,406,743.73
3AG00ET  20,783,768.75 6.92 4,156,753.75
OTY,E 300,419,257.98 100.00 6,923,171.12

[17

1A&00AU
1A800AU

EUACEY
+EAY%
510.68 50.22
261.31 13.24
874.00 13.40
527.54 23.14
173.53 100.00
EUACEY
+EAYY%
837.15 65.47
173.19  6.53
046.62  5.52
032.64 22.48
089.60 100.00
OEAa
1A800AU
1A800AU
1A800A0
1A800AU
1A800AU

BT
28,288,104.87
5,208,869.96
5,652,625.01
23,258,302.23
62,407,902.07

]

M
o

O

=) =)

»UOEXYet
480,512.55
253,322.61

1,281,793.70
8,859,505.51
10,875,134.37

»UOEXYit |
342,254.19
68,341.73
288,352.33
4,701,406.53
5,400,354.78

AUEY

1EE " x3EA

EUACEY
+EAY%
45.33
8.35
9.06
37.26

100.00

»UOEXYt |
141,440.52
52,088.70
282,631.25
4,651,660.45
5,127,820.92



ShangGong Co.,LTD.

5. 60a_f0E;T
OEAa

1A00AU
1-2Aé
2-3A8
3AB00ET
OTWE

ETESOn 10E; TEUAOEYODTP300DLEUSHE O-5UEOLE - YOOETLE ¥ THPAC - cTi £

5. 7" &»0
TTA;
TTA;

OUT%TTXE

0-2AAT

1a19E1£-

HTOPOXOAL -

T 1pv0raTixE

OU=20k -

2(3EE-

Ok

BT

HONT

5,112,724.
46,705,890.
49,541,465.

2,523,654.

3,293,226.
19,393,447.
64,869,154.

191,439,564.

98
88
05
82
80
72
09
34

EU36EY
+EAY%

EU3BEY

»UOEX

g UxYet

Yot

2,220,082.
986,907.

89,585.
3,301,342.

%o T
38,751,668.39
26,649,554.22

2,605,733.55
3,948,236.05
18,200,434.35
49,398,737.85

5,390,544.29 139,554,364.41

EUACEY

+EAY%
03 67.25
15 29.89
14 0.15
88 2.71
20 100.00

g% UxYet |

1,160,154.35
367,476.80
11,497.07
399,531.43
3,102,508.93
5,041,168.58

EUAO” @»Opayilxet Te 00~ @»00EA=YU0p0&  E+ATOY»OpEEUTO-00 - OAAET 4pA i £

5,097,281.27 10,592,917.86

5.8yl -NOA
TTA;, EU36EY

EU36T pO¢ ke ITE® 179,579.84
AR -N -
EAEQD > 281,642.85
Ok 461,222.69
5. 93fUIxE
5.9-1°T2¢Ey
¢U3nEUTxE»axU

TTA;, EU3BEY

1%oYT %0

3ofULEE"TIxE  109,847,346.78
3ofU0GE " TTxE 10,200.00
Ok 109,857,546.78

5,097,281.27 10,592,917.86

+¥£006Y%0

479,453.43
919,086.42
1,398,539.85

OpxYat |

+YEUT TG

154,101.99

129,408.33
1,082,494.10
1,366,004.42

+E006%0

(18]

20,895,732.46

20,899,132.46

FUAGEY
25,477.85
350,045.10
118,235.17
493,758.12

+%EUYBEU

3,400.00

»pOEx%

FUAGEY
%3TT

99,544,532.18

6,800.00

99,551,332.18

i:

YBOUXYet
6,377,263.51

6,377,263.51



ShangGong Co.,LTD.

CUSEULEE " TxE
a.TEE+ITxE

+»[xE

L ERAG3E
ET°£00DD
3ol-9-YAA2OT - ¢011«EY,
DAY:OY-
»2A2ETTA
EP°UO»pé
EyA«-AGTODTDL«EY,
OAYALE - YODTPL«EY,:
13uGLE-Y
11%0°U»6
ET1olE.-Y
3al- - ¢01,2- ¢1E- YODTPL«EY
E&0pT0rU0RE™
oY

b.EAE0LEE " TYxE

+»[xE

U¥T»AQG3E
ET1aN6dp - 038
ETO£0@»0 - 1EO»U0DTPL«EY
ETO£100p - 1EO»UT120xU1«EY:
ETo£10-Tuck+0DTPL«EY,
ETO£  »»2Ca»U0DTpL«EY;
1GYE»GUG3EQY - 10£Ee+ 0DTP1«EY
ET1oA«CA®E438
ETo£Ca1aEUATORE - ODTDL«EY,
ET1a0EE4 - pTAT«E%
ETOL0ApAY-YA - ¢010DTP1«EY:
ETO£ - TEO» OYMiED: 2 - ¢ 1EY
ETO£ET10Y»EROD TP «EY:
ET1a-%10»0%038
ETOLEA - LI -VAY»ERODTPL«EY:
ETo£+! Aé1a3TEe+ SETXODTPL«EY
ET1oATT - TEO»UTUEUODTPL«EY,
ET°£ - 1EO»(EA3§A0EpAR0A3S

1

b

E-Y
00E

R
SRR
R
R
SRR
R
R
SRR
R
R
SRR
R

TxE
EUTP
15Aé
2048
20Aé
20Aé
2048
10Aé
15Aé
2048
20Aé
20Aé
2048
20Aé
15Aé
2048
20Aé
10Aé

TP

9,
7,
4,
4,
3,
3,
3,
3,
3,
2,
1,
1,

1EE+
EyAc,

500000
79200
84150
39836
2162820
4450500
19800
65000
52000
500000

101214

Ot TTXE1«EY,
xC2axE+YEAY

p0U5%
P OUS%
pjOUSY
p0U5%
P OUS%
pjOUSY
p0U5%
P OUs%
pjOUSY
p0U5%
P OUS%
pjOUSY

OUTIXEU¥T»x¢2axE+Y,;
1TxEW3TT

638,838.
559,094.
609,877.
423,000.
820,723.
914,067.
420,312.
400,000.
399,298.
506,311.
789,768.
377,689.
989,690.
862,107.
587,527.
518,889.
537,443.

37
80
16
64
24
67
73
00
67
14
37
63
18
75
73
41
04

+EAYY%

58

55

55
17

26
51

65

50.

.00
30.
100.
60.
.00
100.

00
00
00

460U
XYk |

TxE
1%oqT

191,700.
700,000.
260,000.
248,710.
128,224.
7,864,800.
21,285,000.
67,600.
220,000.
232,000.
700,000.
200,000.
32,098,034.

00 3,914,067.67

.00
.00
100.

80.
100.
100.
.00
.00
90.
.00

00
00
00
00

00

00

[19]

00
00
00
00
80
00
00
00
00
00
00
00
80

+9E0E O
06%6TT

3,590,007.
698,739.
6,288.
-219,571.

6,852.
434,450.
13,576.
-76,812.
A7

-379,747

1,920.
35,978.
-481,110.

20
54
98
97

38
24
32
32

22
88
59

460U

Xk

AUYE
06401 T

5,045,308.
2,134,592.
9,877.
-76,999.
655,723.
2,414,067.

200,036.
906,311.
589,768.
1,322,320.
-757,075.
-157,892.
92,527.
1,110.

74
60
16
36
24
67

28
14
37
37
39
25
73
59



ShangGong Co.,LTD.

ETOLAAE xUoT¥-021«EY
ETO£ - 1E0»10»38%-022;
ETO£ - TOAFPOuL«EYs
ETO£E«OT - ¢010DTPL«EY,
ET1aTbTyTUE( «EY
ET1oEa0YTUE(L«EY
ET10°2Ci TGE(1«EY%
ET1oAEAPTUEQL«EY
ET1oEpd TERONODTPL«EY;
ET10A100-038
ETo£PA1aAUOASSE "AT - CEO
ET1o++A0T8%338
ETOE»a%TEUOUL«EY%

pC, UETDD
N»ubpx0oT¥%-022;
»2A2. TEOEe+ 1«EY
ET1a0£A}%-A31«EY,
ET10%«0a1o%R1«EY
EOT«ET1aTUE(1«EY
ETOLY ) CELOUL «EY
DAYRET1aEpOuL«EY

Ello, +E3F-1«EY
ET10¥-021«EY%
ET1aTTxE1«EY,
1aQpYYED - CO1» UMD
EToEx&E %-CADE38
-TITOROE - 038

ET100&0uE "ES%IECODTPL«EY,
ET1a080pu£ " 00%-£00DTPL«EY,
ETo£A20T - 10kE+, ODTPL«EY,
E0T«0e38

xULuf

c.3ofU0GE "TYxE

OBE™
O0Aa AzOu
87AeucA! 0BE ™~ 2,400.00

2048
)
b

(-
1088 1,

10Aé
10Aé
10Aé
10Aé
15Aé
15A8
15Aé
)
T
T
)
10Aé
10Aé
10Aé
T
10Aé
)
10Aé
10Aé
)

20A6 2,
15Aé 1,
1588 1,

15A8é

15A8

67,

357,608.
146,875.
245,948.
000,000.
000,000.
500,000.
500,000.
500,000.
150,000.
385,397.
308,034.
302,977.
508,750.
123,750.
52,500.
400,000.
300,000.
150,000.
150,000.
150,000.
150,000.
100,000.
100,000.
100,000.
100,000.
738,118.
023,803.
472,880.
484,091.
510,000.
80,000.
1,120.

446,497.

1°Eé

Lot

54
85
98
00
00
00
00
00
00
92
00
52
00
00
00
00
00
00
00
00
00
00
00
00
00
46
28
40
90
00
00
00

38

2,400.00

55

100.
100.

33
33
33
33

100.

58

14.
50.
100.
100.
100.

16

60.

15

30.
30.
80.
20.
10.

5
N
100

48
70
17

12

.00
00
00

.30
.30
.30
.30
00
.00
30
00
00
00
00
.00
00
.00
00
00
00
00
00
.00
Us%
.00
.00
.00
.00

.00

HAEUEQD
2001.6.1

(20]

600,000.
300,000.
300,000.
300,000.

90,000.
385,397.

184,820

302,977.

O'EOADTE

5

00
00
00
00
00
92
.40
52

U35

+¥EU
AlTe

EUAO
O'EOADTE

-142,391.46
-103,124.15
-54,051.02



ShangGong Co.,LTD.

ucA 1y "EGOBE 4,400.00 4,400.00 2001.7.1 - - -
Ol 6,800.00 6,800.00

5.9-1A, 1«E¥Ey

¢U3aAUTTxErax(
TTA; EU3GEY +YEU06Y.0 +YEYBEU FUAGEY
HOTT YiOOpXYat | HaTT YOOUXYet |

3ofULEETIxE  169,664,227.00 5,097,281.27  38,761,882.50 20,965,434.76 187,460,674.74 6,377,263.51
3afU0RE TxE 6,600.00 - - 2,200.00 4,400.00 -
Ok 169,670,827.00 5,097,281.27  38,761,882.50 20,967,634.76 187,465,074.74 6,377,263.51
CUSEULEE " TxE
a.TEE+TTxE

+» 1xE 1E.Y 1Ef+ OVt TXEL«EY 11xE 460U

1EYAGE POOE EyA: xC2axE+YEAY AT XYk | + x¢
ET°£00DD -EEE POUs% 191,700.00 -
3olh-y-YAA2OT - ¢011«E%  -"EELE 500000 SH) 700,000.00 -
DAY~ -"EEXE 79200 pjOUsY 260,000.00 -
»2AETTA -"EEE 67320 pjOUsY% 196,350.00 -
Ep°UO»pe -UEE1E 24461 P OU5% 128,224.80 -
EyA«- A0 0DTP1«EY -"EE1E 2162820 P OUs% 7,864,800.00 -
OAYALE - YODTPL«EY, -"EE1E 4450500 POUs% 21,285,000.00 -
152¥ucEQY TA -"EE1E 19800 SH) 67,600.00 -
10100aE™ -"EEXE 101214 pjOUsY 200,000.00 -
ETo£30%- - ¢011E - YOPTb1«E%- "EELE 500000 POUs% 700,000.00 -
ET1olE.-Y -"EEZE 26000 D;joUs% 116,000.00 -
xUViE 31,709,674.80
b. E&EQGLEE TTxE

tIxE ITxE  OUITXEp¥T»x¢2axE+Y, %o0u  +%EUE O AUVE
H¥T»AQSE EUTP TTxE%OTT +EAYY% XYk | 06%3T 06v:39T

ETOLET1ahg36; UODTPL«EY 15Aé  26,886,313.45 90.00 - (767,324.26)  (1,915,111.67)
ETOLET1a080u0D TPL«EY; 15Aé  14,068,324.70 94.29 - (109,907.89) 868,324.70
ETOLET1000E@»U0DTPL«EY 1548 8,125,298.73  70.00 - 16,611.58 587,698.73
ETO£E«OB°0 - 1»U0DTP1«EY 15A8 4,473,212.79  90.00 - 83,353.39 273,212.79
ETO£100p - TEO»GTUEOXUL«EY, 15Aé  26,886,313.45 100.00 - (529,220.43)  (2,767,244.27)

ETO£1a-7 - ¢ ud2a- ¢010DTPL«EY 15Aé 33,207,948.63 90.00 18,670,950.37 28,707,948.63
ETOLET10»2Y - Y AU»DUOD TP «EY 15Aé 5,620,662.57 70.00 - - -

[21]



ShangGong Co.,LTD.

oTyE
OOETAEE&CT2¢p0TaPAT»SD Y4k
EAE042»8(T-OT2¢1-42)D; Yk

c. 3ofU0GE "TYxE

ORE™
00Aa AzOu
HCA 1 EQORE ™ 4,400.00

5.10119 "xE20v%°00%E

TTA; - TR Op T
0-0u
EU36EY 132,899,960.53
+YAB06Y%:0 33,899,352.54
+YABYBEU 54,709,451.72
FUAGEY 112,089,861.35
TTA; AN AN
AUv£OU%E
EU3BEY 51,482,169.30
+%A806Y%:0 16,595,284.25
+YABY.SEU 25,621,505.19
EUAGEY 42,455,948.36
TTA;, - TYY% OpTT
I>Op
EU3BEY 82,111,466.64
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EOYEE" & Cralft +TYC»alft +1 _¥xCE U3 14£0

To the members of Shanggong Co., Ltd.
(Incorporated in the People®s Republic of China with limited liability)

We have audited the accompanying balance sheet of Shanggong Co., Ltd. and its subsidiaries (the "Group') as of
31st December 1999 and the related income and cash flow statements for the year then ended. These financial
statements set out on pages 2 to 27 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 financial statements give a true and fair view of the financial position of the Group as of

31st December 1999 and of the results of its operations and its cash flows for the year then ended in accorda
nce with International Accounting Standards.

PricewaterhouseCoopers
Certified Public Accountants

16th April 2000

1999 1998

Notes RMB*000 RMB*000
Sales 3 327,017 374,391
Cost of sales (267,948) (356,368)
Gross profit 59,069 18,023
Gain on disposal of assets to major shareholder - 107,760
Other operating profit 55,127 18,041
Selling expenses (14,681) (28,100)
Administrative expenses (79,806) (76,979)
Operating profit 4 19,709 38,745
Net finance costs 6 (21,792) (26,805)
Share of result of associates 5,467 (2,897)
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Profit before tax

Tax

Profit from ordinary activities
Minority interests

Net profit

Earnings per share

ASSETS

Non-current assets

Property, plant and equipment
Construction in progress
Investments

Current assets

Inventories

Trade and bills receivables

Amount due from major shareholder

Amounts due from related companies

Amounts due from associates

Other receivables, prepayments and deposits
Cash and bank balances

Total assets

(Continued)

EQUITY AND LIABILITIES

Notes

Notes

(31]

10
11

12

13

13

14

3,384
(526)

2,858
(126)

2,732

RMBO.01

11

1999
RMB*000

322,292
20,563
67,325

410,180

130,470
198,793
2,556
2,046
66,646
332,022
732,533
142,713

1999
RMB*000

9,043
(3.671)
5,372

(49)
5,323

RMB0O.02

1998
RMB 000

296,624
67,838
76,248

440,710

155,060
175,233
262,135
3,500
4,956
68,895
37,826
707,605
1,148,315

1998
RMB*000
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Capital and reserves
Share capital
Reserves

Minority interests

Non-current liabilities

Borrowings

Long-term payable to major shareholder
Other long term payables

Current liabilities

Trade and bills payables

Amounts due to related companies
Amounts due to associates

Other payables and accrued charges
Dividend payable

Borrowings

Tax payable

Total liabilities
Total equity and liabilities

Share Capital
capital reserve
(Note 15) (Note 16(a))
RMB*000 RMB*000
1998
Balance brought forward 252,466
Disposal of subsidiaries -
Profit for the year -
Transfer to reserve funds -
Balance carried forward 252,466
1999
Balance brought forward 252,466

15
16

17

18

19

13

13

18

premium
(Note 16(a))
RMB*000

290,314

290,314

290,314

252,466
185,568
438,034

16,592

3,808

3,808

145,628
10,439
12,521

128,410
16,598

370,284

399
684,279
688,087

1,142,713

Reserve
funds

(Note 16(b))
RMB*000

25,396
(420)

3,290
28,266

28,266

252,466
182,836
435,302

12,448

3,869
3,697
4,397
11,963

167,618
1,553
24,158
112,392
17,151
361,284
4,446
688,602
700,565
1,148,315

Accumulated
losses

RMB"000

(197,087)

5,323
(3,290)
(195,054)

(195,054)

Adjustments arising from restatement of accumulated losses of statutory financial statements

(32]

Total

RMB*000

430,399
(420)
5,323

435,302

435,302
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(Note 16((b)(v)))
Profit for the year - - -

Transfer to reserve funds - - -

Balance carried forward 252,466 59,310 290,314

Operating activities

Cash used in operations

Interest received

Interest paid

Tax (paid)/refunded

Net cash used in operating activities

Investing activities

Purchase of property, plant and equipment

Payments for construction in progress

Acquisition of a subsidiary, net of cash acquired
Increase in investments in associates

Acquisition of other unlisted investments

Decrease in amount due from major shareholder

Proceeds from disposals of subsidiaries

Proceeds from disposal of an associated company
Proceeds from disposals of other unlisted investments
Proceeds from disposal of property, plant and equipment
Dividends received from other investments

Dividends received from associates

Net cash generated from/(used in) investing activities

Financing activities

Borrowings (repaid)/raised

Increase/(repayment) of long-term payable to major shareholder
Other long-term liabilities settled

Increase in minority interests

Dividends paid to shareholders

Dividends paid to minority shareholders of subsidiaries

(33]

(10,060) -
- 2,732
1,415 (1,415) -
19,621 (183,677) 438,034
1999 1998
Notes RMB"000 RMB*000
20 (269,139) (16,920)
5,389 2,120
(27,153) (30,719)
972) 554
(291,875) (44,965)
(42,231) (31,397)
(9,559) (2,230)
21 900 -
(2,484) (1,324)
(1,452) (587)
262,135 1,370
- 573
20,250 -
14,728 2,953
68,557 6,600
140 1,204
1,980 -
312,964 (22,838)
(62,058) 41,493
111 (2,356)
- (335)
3,438 2,023
(553) -
(20) -
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Net cash (outflow)/inflow from financing activities (59,082) 40,825
Decrease in cash and cash equivalents (37,993) (26,978)

Movement in cash and cash equivalents

At start of year 37,826 64,804

Decrease (37,993) (26,978)

At end of year 14 (167) 37,826
1. General

Shanggong Co., Ltd. (the "Company') is a joint stock limited company incorporated in the People®s Republic of
China (the "PRC"™). The Company is listed on the Shanghai Stock Exchange. The Company and its subsidiaries
(the "Group™) are mainly engaged in the manufacturing and sales of industrial sewing machine.

2. Accounting policies

(a) Basis of preparation of financial statements

The consolidated financial statements are prepared in accordance with and comply with International Accounting
Standards ("1AS"). This basis of accounting differs from that used in the preparation of the Group®s statuto
ry financial statements in the PRC (the "PRC statutory financial statements'). The financial statements of
the Company and its subsidiaries comprising the Group have been prepared in accordance with the relevant accou
nting principles and regulations applicable to them as appropriate in the PRC. Appropriate adjustments have
been made to these financial statements to conform with IAS. Differences arising from the restatement have
not been incorporated in the statutory accounting records of the Company and its subsidiaries.

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

(b) Consolidation

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

have been consolidated. Subsidiaries are consolidated from the date on which effective control transferred to
the Group and are no longer consolidated from the date of disposal. All intercompany transactions, balances
and unrealised surpluses and deficits on transactions between Group companies have been eliminated. Minority
interests represent the interests of outside members in the operating results and net assets of subsidiaries.
Separate disclosure is made for minority interests.
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A listing of the Group™s major subsidiaries is set out in Note 27. The financial effect of the acquisition of
subsidiaries is shown in Note 21.

2. Accounting policies (continued)
(c) Investments in associates
Associates are undertakings over which the Group has between 20% and 50% of the voting rights, and over which
the Group exercises significant influence, but which it does not control. Investments in associated undertaki
ngs are accounted for by the equity method of accounting. Equity accounting involves recognising in the income
statement the Group®s share of the associates® profit or loss for the year. The Group®s interest in the asso
ciates is carried in the consolidated balance sheet at an amount that reflects its share of the net assets of
the associates.
A listing of the Group™s major associated undertakings is shown in Note 28.
(d) Foreign currencies
The Group maintains its books and records in Renminbi. Foreign currency transactions are accounted for at the
applicable rates of exchange ruling at the dates of the transactions. Monetary assets and liabilities denomi
nated in foreign currencies are translated into Renminbi at the exchange rates quoted by the People®s Bank of
China ruling at the balance sheet date. Exchange differences are included in the income statement.
(e) Financial assets and financial liabilities
Financial assets and financial liabilities carried on the balance sheet include cash and bank balances, invest
ments, receivables, payables and borrowings. Investments and trade receivables are stated at carrying amounts
determined in accordance with Note 2(f) and Note 2(k) respectively. Other financial assets and financial lia
bilities are stated at cost.
Disclosures about financial assets and financial liabilities of the Group are provided in Note 22.
() Non-current investments
Non-current investments are stated at cost less provision for any permanent diminution in value. Where there
has been a permanent diminution in the value of an investment, it is recognised as an expense in the period in

which the diminution is identified.

(g) Borrowing costs
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Borrowing costs that are directly attributable to the acquisition, construction or production of assets that
necessarily take a substantial period of time to be ready for their intended use or sale are capitalised as
part of the costs of the assets.

All other borrowing costs are recognised as an expense in the year in which they are incurred.
2. Accounting policies (continued)

(h) Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreciation.

Depreciation of land use rights with specific term is calculated to write off their cost on a straight-line
basis over the unexpired period of the rights or 50 years, whichever is shorter.

Depreciation of other property, plant and equipment is calculated to write off the cost of each asset on a
straight-line basis over its expected useful life to the Group, taking into account its estimated residual
value. The principal annual rates used for this purpose are:

Buildings 5%
Plant and machinery 10%
Furniture, fixtures and office equipment 20%
Motor vehicles 20%

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

The gain or loss on disposal of property, plant and equipment is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is recognised in the income statement.

Costs incurred in restoring property, plant and equipment to its normal working condition are charged to the
income statement. Improvements of property, plant and equipment are capitalised and depreciated over their
expected useful lives to the Group.

(i) Construction in progress

Construction in progress represents premises under construction and production plant, machinery and other

equipment under installation and is stated at cost unless where its carrying amount is greater than its estim
ated recoverable amount, it is written down immediately to its recoverable amount.
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Depreciation is not provided on construction in progress until the related asset is completed and transferred
to production use.

() Inventories

Inventories comprising raw materials, work in progress and finished goods are stated at the lower of cost and
net realisable value. Cost is calculated using the first-in, first-out costing method and comprises direct
materials, direct labour and an appropriate proportion of production overheads. Net realisable value is the
estimate of the selling price in the ordinary course of business, less the costs of completion and selling
expenses.

2. Accounting policies (continued)

(k) Trade receivables

Trade receivables are carried at anticipated realisable value. An estimate is made for doubtful receivables
based on a review of all outstanding amounts at the year end. Bad debts are written off during the year in

which they are identified, and recognised in the income statement for the year.

(I) Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand and deposits held
at banks net of short-term borrowings and fixed deposits over 3 months.

(m) Retirement benefits

The Group has to make defined contributions to the staff retirement scheme managed by the local government in
accordance with its rules and regulations. Payments to a retirement benefit scheme are charged to the income
statement as and when incurred.

(n) Taxation

PRC income taxes are provided for based on the estimated assessable profits and tax rates applicable to the
Company and other companies comprising the Group. Deferred income tax is provided, using the liability method
, for all temporary differences arising between the tax bases of liabilities and their carrying values for

financial reporting purposes. Currently enacted tax rates are used to determine deferred income tax.

(o) Revenue recognition
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Revenue comprises substantially sale of goods which is recognised when the Group has transferred to the buyer
the significant risks and rewards of ownership of the goods, and after eliminating sales within the Group.

Interest income is recognised on a time proportion basis, taking into account the principal amount outstanding
and the interest rate applicable.

Dividend income is recognised when the Group®s right to receive payment is established.

Gain on disposals of property, plant and equipment and land use rights are recognised when the sale and

purchase agreement is effective.

3. Sales

Sales is mainly derived from the PRC and mainly represents sale of sewing machines and spare parts to external
customers, at invoiced value net of discounts and value added tax. No segment information is provided as the

Group engages principally in the manufacturing and sales of industrial sewing machine in the PRC.

4. Operating profit

The following items have been charged/(credited) in arriving at operating profit:

1999 1998
RMB*000 RMB*000
Depreciation on property, plant and equipment (Note 9) 29,546 33,979
Construction in progress written off - 6,807
Provision for/(write-back of) slow moving inventories 375 (6,956)
Provision for/(write-back of) bad and doubtful debts 12,824 (21,398)
Gain on disposal of an associated undertaking (7,052) -
Gain on disposals of other investments (12,162) -
Gain on disposal of property, plant and equipment (13,192) (62)
Gain on disposal of land use rights (11,514) (4,257)
Staff costs (Note 5) 46,366 65,970
5. Staff costs
1999 1998

(38]



ShangGong Co.,LTD.

RMB*000 RMB*000
Wages and salaries 36,152 52,833
Retirement benefits contribution (Note 23) 10,214 13,137
46,366 65,970
Average number of staff employed by the Group 3,938 4,940
6. Net finance costs
1999 1998
RMB*000 RMB*000
Interest expense 27,153 30,719
Net exchange loss/(gain) 70 (641)
Bank charges 98 51
Less: Interest income (5,389) (2,120)
Dividend income (140) (1,204)
21,792 26,805
7. Tax
1999 1998
RMB*000 RMB"000
Company and its subsidiaries® current tax 244 3,474
Share of tax of associates 282 197
526 3,671

(a) The Company is subject to PRC enterprise income tax of 15%, the preferential tax rate for enterprises
incorporated and established in Pudong Development Zone of Shanghai. No income tax has been provided for in
the financial statements of the Company as it has no assessable profit for the year.

Pursuant to the approvals granted by the relevant local tax authorities, one of the subsidiaries of the Group
is exempted from the enterprise income tax for the first three years commencing from May 1997 and a 50% reduct
ion of the enterprise income tax for the two consecutive years thereafter. The State Council®s newly released
directive "Guo Fa"[2000] No.2 in respect of rectifying the tax refund policies adopted by local governments
requires that the execution of the tax preferential policies adopted by local government authorities be termin
ated with effect from 1st January 2000. This may affect the preferential policies enjoyed by the subsidiary,
the Group is currently in negotiation with the relevant government authorities on this matter.
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Income taxes of other subsidiaries of the Group are provided at the standard rate of 33%.

(b) No provision for deferred taxation has been made in the financial statements as the effect of temporary

differences is not material to the Group.

(c)The tax on the Group®s profit before tax differs from the theoretical amount that would arise using the

basic tax rates applicable to the Company, its subsidiaries and associates as follows:

1999 1998
RMB*000 RMB*000
Profit before tax 3,384 9,043

Tax calculated at the standard tax rate of 33% as applicable to subsidiaries and associates

729 2,984
Income not subject to tax (6,232) (4,655)
Expenses not deductible for tax purposes 6,029 5,342
Tax charge 526 3,671

8. Earnings per share

The calculation of earnings per share is based on the net profit for the year of the Group of RMB2,732,000

(1998: RMB5,323,000) and the number of shares in issue of 252,466,370 (1998: 252,466,370 shares).

9. Property, plant and equipment

Land use rights and buildings Plant and machinery Furniture, fixtures and office equipment
Motor vehicles Total
RMB*000 RMB*000 RMB*000 RMB"000 RMB*000

Year ended 31st December 1998

Opening net book amount 83,312 252,306 670 6,274 342,562
Additions 24,439 4,890 1,280 788 31,397
Transfer from construction in progress 15,993 2,036 33 - 18,062
Disposal to major shareholder (8,672) (43,086) - (234) (51,992)
Disposal of subsidiaries (2,873) - (15) - (2,888)
Other disposals (3,534) (2,618) (206) (180) (6,538)
Depreciation charge (5,434) (25,451) (935) (2,159) (33,979)
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@

Closing net book amount

At 31st December 1998
Cost

Accumulated depreciation
Net book amount

Year ended 31st December 1999
Opening net book amount
Additions

Transfer from construction in

Disposals
Depreciation charge
Closing net book amount

At 31st December 1999
Cost

Accumulated depreciation
Net book amount

103,231

159,128
(55,897)
103,231

103,231
14,772
progress (Note 10)
37,368
(32,157)
(1,326)
121,888

165,198
(43,310)
121,888

Property, plant and equipment (continued)

188,077

316,399

(128,322)

188,077

188,077
26,072

19,412
(11,175)
(25,439)
196,947

403,809
(206,862)

196,947

827

9,066
(8,239)
827

827
489

54
9

747)
529

9,486
(8,957)
529

4,489

14,669
(10,180)
4,489

4,489
898

(425)
(2,034)
2,928

13,898
(10,970)
2,928

296,624

499,262
(202,638)
296,624

296,624
42,231

56,834
(43,851)
(29,546)
322,292

592,391
(270,099)
322,292

The Group®s buildings are all situated in the PRC and on the land for which the Group has been granted

land use rights for an unspecified period.

(b)

(c) As at 31st December 1999, buildings

The net book value of land use rights and buildings comprises:

Land use rights
Buildings

1999
RMB*000

2,187
119,701
121,888

1998
RMB"000

16,019
87,212
103,231

with net book value of RMB5,119,000 (1998: RMB16,208,000 of land use
rights and buildings) were pledged to a bank as security for loans granted (Note 18(a))-
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10. Construction in progress
1999 1998

RMB*000 RMB*000
At beginning of year 67,838 97,826
Payments for construction 9,559 2,230
Transfer to property, plant and equipment (Note 9) (56,834) (18,062)
Disposal to major shareholder - (5,849)
Disposal of subsidiaries - (1,500)
Write off - (6,807)
At end of year 20,563 67,838

No interest was capitalised into construction in progress for the years ended 31st December 1999 and 1998.

11. Investments
1999 1998
Note RMB*000 RMB*000
Associates (€)) 23,254 31,063
Other investments (b) 44,071 45,185
67,325 76,248
€)) Associates
1999 1998
RMB"000 RMB*000
Opening net book amount 31,063 32,833
Additions 2,484 1,324
Net share of results after tax 5,185 (3,094)
Dividend received (1,980) -
Transfer to investments in subsidiaries (Note 21) (300) -
Disposals (13,198) -
Closing net book amount 23,254 31,063

Details of the major associated undertakings are shown in Note 28.
(b Other investments

1999 1998
RMB"000 RMB"000
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Opening net book amount 45,185 47,551
Additions 1,452 587
Disposals (2,566) (2,953)
Closing net book amount 44,071 45,185

Other investments include investments in listed and unlisted companies and government bonds. Investment in
listed companies represents various legal person shares in certain listed companies in the PRC. Pursuant to
the "Standard Opinion on Joint Stock Companies Limited by Shares™ issued by relevant PRC authorities, legal
person shares are not transferable and not allowed to be traded on the stock markets except with the approval
of relevant authorities.

12. Inventories

1999 1998
RMB"000 RMB"000
Raw materials (at cost) 35,995 55,765
Work in progress (at cost) 16,614 19,393
Finished goods (at cost) 73,450 46,730
Finished goods (at net realisable value) 4,411 33,172
130,470 155,060

13. Amounts due from/to related companies and associates

These represent current account balances arising on transactions entered into in the ordinary course of
business. The amounts are unsecured, non-interest bearing and repayable under normal commercial terms.

14. Cash and bank balances

1999 1998
RMB*000 RMB*000
Cash at bank and in hand 52,832 22,603
Fixed deposits 279,190 15,223
332,022 37,826

The weighted average effective interest rate on short-term bank deposits was 2.3%(1998: 4.4%) per annum.

For the purposes of the cash flow statement, the year end cash and cash equivalents comprise the following:

[43]



ShangGong Co.,LTD.

1999 1998
RMB*000 RMB*000
Cash and bank balances 332,022 37,826
Fixed deposits over 3 months (265,000) -
Short-term bank borrowings (67,189) -
(167) 37,826
15. Share capital
1999 1998
RMB*000 RMB*000
Registered, issued and fully paid of RMB1.00 each
A shares
Shares held by the State 126,366 126,366
Shares held by legal persons 13,000 13,000
Listed A shares 15,600 15,600
154,966 154,966
Listed B shares 97,500 97,500
252,466 252,466

Pursuant to articles 11 and 12 of the Company"s articles of association, A and B shares are registered ordinar
y shares and carry equal rights.
16. Reserves

€)) Capital reserve and share premium

Capital reserve comprises mainly surplus between the appraised value of assets transferred to the

Company and the value of shares issued when the Company was converted from a state-owned enterprise into a
joint stock limited company. Share premium represents the premium on the issue of ordinary shares. Pursuant
to relevant PRC regulations, capital reserve and share premium can only be used to increase share capital.

16 Reserves (continued)

() Reserve funds

The movements of the reserve funds are as follows:
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Statutory surplus reserve (Note (i)) Statutory public welfare fund (Note (ii)) Discretionary surplus
reserve (Note (iii)) Total

RMB*000 RMB*000 RMB*000 RMB"000
At 1st January 1999 9,027 9,445 9,794 28,266
Adjustments arising from restatement of accumulated losses of statutory financial statements (Note (Vv))
(689) (690) (8,681) (10,060)
Transfer from income statement 675 675 65 1,415
At 31st December 1999 9,013 9,430 1,178 19,621

(i) Statutory surplus reserve

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

(i1) Statutory public welfare fund
The Company is required each year to transfer 10% of the profit after taxation as reported under the PRC statu
tory financial statements to the statutory public welfare fund. This reserve is restricted to capital expendi
ture for employees®™ collective welfare facilities which are owned by the Company. The statutory public welfare
fund is not available for distribution to shareholders (except in liquidation).

(iii) Discretionary surplus reserve
The discretionary surplus reserve can be set up by means of appropriation from the retained profits or trans
fer from statutory public welfare fund. Subject to approval by shareholders in general meeting, the reserve
can be used to reduce any losses incurred or to increase share capital. Any transfer to the reserve also
requires the approval of shareholders in general meeting.

16. Reserves (continued)

(b) Reserve funds (continued)

(iv) The amount transferred to the statutory surplus reserve and statutory public welfare fund shall be based

on the profit after taxation in the statutory financial statements prepared in accordance with PRC accounting
standards.
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(v) Pursuant to a document "Cai Kuai Zi(1999)[35]" promulgated by the Ministry of Finance, the Company has
adopted the accounting standards for changes in accounting policies in respect of provisions for bad and doub
tful debts, provision for inventories and permanent diminution in value of investments with effect from 1st
January 1999. These changes in accounting policies have been accounted for in the statutory financial statemen
ts retrospectively. The changes have the effect of a decrease in reserve funds as at 31st December 1998 and a
decrease in accumulated losses as at that date by approximately RMB10,060,000.

(©) Profit distributable to shareholders

Pursuant to a document issued by the Ministry of Finance, the profit after appropriation to reserves and avail
able for distribution as dividend shall be the lower of the amount as stated in the PRC statutory financial st
atements and the financial statements prepared under IAS. At 31st December 1999, the Company"s retained profi
ts available for future distribution according to the PRC statutory financial statements amounted to approxima
tely RMB12,074,000.

17. Minority interests

1999 1998
RMB*000 RMB*000
At beginning of year 12,448 10,809
Capital injection 3,438 2,023
Acquisition of a subsidiary (Note 21) 600 -
Disposal of subsidiaries - (433)
Share of net profit of subsidiaries 126 49
Dividends paid (20) -
At end of year 16,592 12,448
18. Borrowings
1999 1998
Note RMB"000 RMB*000
Current portion
Bank borrowings (€)) 339,162 325,716
Debentures - 10,000
Other borrowings (b) 31,122 25,568
370,284 361,284

Non-current portion
Bank borrowings - -
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Other borrowings - 3,869
- 3,869
Total borrowings 370,284 365,153
18. Borrowings (continued)
() Certain bank borrowings of the Group are secured by the following companies:
1999 1998
RMB*000 RMB*000
Shanghai Forever Co., Ltd. 135,300 163,002
Shanghai Feng Hua Ball Pen Co., Ltd. 5,000 34,000
Shanghai Feijian Co., Ltd. 18,820 -
Shanghai Light Industry Holding (Group) Company 10,000 -
169,120 197,002

The Group provided cross guarantees for the bank borrowings granted to Shanghai Forever Co., Ltd. Details is
shown in Note 24. In addition, bank borrowings of RMB11,000,000 (1998: RMB10,000,000) was secured by the build
ings of the Group with net book value of RMB5,119,000 (1998: RMB16,208,000).

(b) Other current borrowings represent mainly unsecured loans granted by a financial institution. The borrowin
gs are repayable within one year.

(c) The interest rate exposure of the borrowings of the Group is as follows:

1999 1998
RMB*000 RMB*000
Total borrowing
- at fixed rates 370,284 365,153
Weighted average effective interest rates:
- bank borrowings 6.04% 6.35%
- other borrowings 9.67% 6.97%

19. Long-term payable to major shareholder

The amount is unsecured, non-interest bearing and has no fixed terms of repayment.

20. Cash used in operations
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Reconciliation of profit before tax to cash used in operations:

1999 1998

RMB*000 RMB*000
Profit before tax: 3,384 9,043
Adjustments for:
Depreciation of property, plant and equipment 29,546 33,979
Construction in progress written off - 6,807
Shares of results of associates (5,467) 2,897
Loss on disposal of subsidiaries - 1,635
Gain on disposal of an associated company (7,052) -
Gain on disposals of other investments (12,162) -
Gain on disposals of property, plant and equipment (24,706) (62)
Overprovision of tax for a subsidiary (3,319 -
Investment income (140) (1,204)
Interest expenses 27,153 30,719
Interest income (5,389) (2,120)
Gain on disposal of assets to major shareholder - (107,760)
Changes in working capital:
Decrease in inventories 24,590 65,163
Decrease in amounts due from related companies 944 5,574
Increase in amounts due to related companies 8,886 1,553
Decrease/(increase) in amounts due from associates 2,910 (1,548)
Decrease in amounts due to associates (11,637) (6,125)

Increase in trade and bills receivables, other receivables, prepayments and deposits
(286,311) (35,768)
Decrease in trade and bills payables, other payables and accrued charges

(10,369) (19,703)
Cash used in operations (269,139) (16,920)

21. Acquisition of a subsidiary

The assets and liabilities arising from the acquisition of a subsidiary during the year are as follows:

1999
RMB"000
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Cash and cash equivalents 6,000
Minority interests (600)

5,400
Transfer from investments in associates (Note 11(a)) (300)
Total purchase consideration satisfied by cash 5,100
Cash and cash equivalents in a subsidiary acquired 6,000
Net cash inflow on acquisition of a subsidiary 900

There were no acquisition activities in 1998.

22. Financial assets and liabilities

€)) Interest rate risk

The interest rates and terms of repayment of bank and other borrowings are disclosed in Note 18. Other
financial assets and liabilities do not have material interest rate risk.

(b Credit risk

Accounts receivables of the Group are spread among a number of customers in the PRC and cash is deposited wit
registered banks in the PRC. The directors are of the opinion that the Group has no significant concentrations
of credit risk on financial assets. The carrying amounts of the financial assets after deducting the provision
for bad and doubtful debts best represent their maximum credit risk exposure as at 31st December 1999.

(©) Foreign currency risk

Most of the transactions of the Group were settled in Renminbi. In the opinion of the directors, the Group
would not have significant foreign currency risk exposure.

(d) Fair value

The carrying amounts of the following financial assets and the financial liabilities approximate to their fair
value: cash and bank balances, investments, trade and bills receivables, other receivables and prepayments,
trade and bills payables, borrowings, other payables and accrued charges. Information on the interest rate

exposure is included in Note 18.

23. Retirement benefits
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The Group participates in a government operated central retirement benefits scheme whereby the Group is oblig
ed to make an annual defined contribution based on 25.5% of the total salary. The Group has no further liabil
ities other than the above contributions. The total contribution incurred in this connection for the year end
ed 31st December 1999 amounted to RMB10,214,000 ( 1998: RMB13,137,000 ).

24._ Contingent liabilities

At 31st December 1999, the Group had provided cross guarantees for bank borrowings granted to the following
company controlled by major shareholder:

1999 1998

RMB*000 RMB*000
Shanghai Forever Co., Ltd. 171,830 178,780
Shanghai Feng Hua Ball Pen Co., Ltd. - 28,600

171,830 207,380

Shanghai Forever Co., Ltd. has provided cross guarantees in respect of the bank borrowings granted to the Grou

p (Note 18).

25. Commitments

The Group had no capital commitments as at 31st December 1999 (1998 : Nil).

26. Related party relationships and transactions

(a) Relationships

In the opinion of the directors, Shanghai Light Industry Holding (Group) Company, a company incorporated in
the PRC and owns 46.35% of the Company®s share capital, is the Company®s major shareholder. Details of major

subsidiaries and associates undertakings are shown in Note 27 and Note 28 respectively.

(b) Apart from the related party transactions disclosed in other notes above, in the course of ordinary activi
ties, the Group had the following transactions with its related parties during the year:

1999 1998
RMB*000 RMB"000
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Companies controlled by major shareholder

Sale of spare parts

Sale of sewing machine

Purchase of property, plant and equipment

Disposal of property, plant and equipment

Associates
- Purchase of raw materials
- Sale of sewing machine

Major shareholders

- Disposal of property, plant and equipment
- Disposal of construction in progress

- Disposal of trade and other receivables

8,294
9,481
35,963
6,271

21,646

7,977

35,497
12,952

51,992
5,849
97,904

Except for the purchase of property, plant and equipment and disposal of trade and other receivables which

were carried out at net book value, the directors are of the opinion that other transactions set out in the

above were carried out at mutual agreed prices in accordance with normal commercial terms and conditions.

27. Major subsidiaries

At 31st December 1999, the Company had investments in the following major subsidiaries, all of which are

unlisted companies established and are operating in the PRC:

Name Attributable equity interest

Directly held

1999%

Shanghai Industrial Sewing Machine Supply and Marketing Company 100

ine and related spare parts

Shanghai Industrial Materials Trading Company

ine and related spare parts

100

Shanghai Shanggong Motor Vehicles Transportation Services Companyl00

rvices

1998%

100

100

100

Principal activities

Sale of industrial sewing mach

Sale of industrial sewing mach

Provision of transportation se
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Shanghai Industrial Sewing Properties Development Co. Ltd. 90 90 Properties development, provis
ion of consultation and management of properties

Shanghai Shanggong Needle Co., Ltd. 94 94 Sale of needle of sewing mach
ine
Shanghai Shanggong Drinking Water Dispenser Co., Ltd. 70 70 Manufacturing and sale of

water dispenser and food machinery

Shanghai Shanggong Huaxin Precise Equipment Co., Ltd 70 - Sale of spare parts of sewing
machine

Indirectly held

Shanghai Shanggong Import & Export Co., Ltd. 100 100 Provision of import and export
businesses

Shanghai Shuangchong Sewing Machine Co., Ltd. 90 - Manufacturing and sale of

sewing machine and spare parts

28. Major associates undertakings

At 31st December 1999, the Group had investments in the following major associates all of which are unlisted c
ompanies established and operating in the PRC:

Name Attributable equity interest Principal activities

1999% 1998%

Shanghai Industrial Sewing Machine Maogiao Paint Baking Factory 50 50 Manufacturing of paint coating
Shanghai Industrial Sewing Machine Factory Yangjing Branch 50 50 Manufacturing of sewing machine

Shanghai Industrial Sewing Machine Factory Jiading Machine Stand Factory

40 40 Manufacturing of sewing machine
parts
Shanghai Juki Sewing Machine Co., Ltd. 30 30 Manufacturing of household

sewing machine

Shanghai Aquarius Drinking Water Co., Ltd. - 30 Production and sale of drinking
water
Shanghai Shuangchong Sewing Machine Co., Ltd. - 20 Manufacturing and sale of sew

ing machine and spare parts
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29. Approval of financial statements

The financial statements were approved by the board of directors on 16th April 2000.
The impact of IAS and other adjustments on the PRC statutory financial statements are as follows:

Net profit for the year 1999 Net assets as at 31st Decemberl1999

RMB*000 RMB*000
As per the PRC statutory financial statements 5,725 632,917
IAS and other adjustments
- Consolidation of results of subsidiaries (105) (4,478)
- Adjustment on sales cut-off (2,160) (9,073)
- Elimination of unrealised profit in inventories (1,231) (1,231)
- Write-back of unrealised profits in inventories 13,416 -

- Deferred income from disposal of land use rights recognised in current year

3,370 -
- Provision for permanent diminution in value of investments (495) (393)
- Provision for bad and doubtful debts (10,142) (88,782)
- Provision for slow moving inventories (725) (17,797)
- Provision for taxes on disposal of properties (3,784) (11,775)
- Under provision for depreciation (594) (24,718)
- Reversal of surplus on revaluation of assets - (18,473)
- Under accrued on acquisition cost of land use rights for sale - (7,528)

- Provision for permanent diminution in value of construction in progress

- (9,297)
- Others (543) (1,338)
As restated after IAS and other adjustments 2,732 438,034
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