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SHANGHAI KAI KAl INDUSTRY CO.,LTD.

¢2°i-N 389,848.00 o 87,397.39 302,450.61
3o£0” g1~ -NOA 6,480,628.00 12,845,952.64 2,530,152.91 16,796,427.73
£a0p:x°pb-N 3,160,157.00 181,891.74 506,117.01  2,835,931.73

O®E™ - ¢bp - NOA 362,500.00 L 362,500.00 L
¢ AEI3CAU- ¢ 1a3] 2,833,621.00 10,457,798.02 1,329,141.90 11,962,277.12
10" TETYp L 2,048,300.00 204,830.00 1,843,470.00
EAEQ 124,350.00 157,962.88 127,564.00 154,748.88

14 IR0 T

1hé; TAa+d 1999.12.31 1998.12.31
RMB RMB
HON©OYe T(XCETERD») 233,900,000.00 4,000,000.00
1pAaL«EYpELEHS T(XCET°E-4)  58,150,000.00 208,700,000.00
PAOAVR:T o 5,000,000.00
EAEQUELERE T 139,500,000.00 172,500,000.00
of uf 431,550,000.00 390,200,000.00
x¢1.0afUEUA=:

x¢2 . FAEQUE+EYE TOPOD2; - V¢ TITOEETOLYACULE - YOD TP «EYx+3OPELEE+Y L «EUT0 | AL«EYhe  TOA0DX+36Ta0 Y UELEE-YOXCET
E®.

15.0}, TE+%Y
0! &%V EUAGOATTORTDC - | 13031 «E%5%(O-5%)O0ETLE - YUATE ¥ T>»C - ¢ T.
16.0}, 10E.T

0! 0E; TEUACOATTODTPC - | T30+%1«E¥%5%(P~5%) O0ETLE - YUALET«u¥T»C - ¢ T.

18.0' h»E°Hhd

(23]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

Ee 00 1999.12.31 1998.12.31
RMB RMB
0145»060uE° (3,203,711.84) (8,871,650.00)
01i»020uE° 539,317.81 232,171.00
014» (0a_ 1) £GOUEUPAE® 337,840.46 (1,116,669.00)
EAEQ 387,396.76 122,369.00
of Uk (1,939,156.81) (9,633,779.00)

19.£4EQOY_TeT

EAENO! ¢ TEUACOATTORTRC - | 130131 «E¥5%(C-5%) O0ETLE - YUALE«u¥T»C- ¢ T.

20.0a14-NOA
Oal4-NOATTA, 1999.12.31 1998.12.31 AeAetsa” 20aTTuA0-00
RMB RMB
AdT¢0830 482,000.00 287,985.00  +%ABTEENVE - CEOp«EDT %4FA
15, 2-N 434,000.00 L +YAGYEEYE - CEGu«EDT %Ak
uclY+£Ng -N 246,828.00 . +YAGYEEUYE - CEGU«EDT %AEA
EAEQ 336,487.23 316,363.00  +%ABTEENYE - CEGU«EDT %aEa
of Yk 1,499,315.23 604,348.00
21.0»AAUNY%EUpASRED  20®
1hé; TAa+D 1999.12.31 1998.12.31
RMB RMB
PEFENS; T o 24,800,000.00
O»AGAULEUOBE o 34,863,085.00
O»ABAUNLEUMAT T AUOGE ™ L 25,670,000.00
of yf o 85,333,085.00
22.0}, 106E~
ORE A0SE Az Ou  -CDPEOEU OGE AUTP -¢PPY%ANT  AU360! JAGTE +%E00! JAGTEC  +3%EUON, JAOTe
RMB RMB RMB RMB RMB

£60UOBE ™ 29,000,000 96.12.9 3he 29,000,000 5,863,085.00 3,140,415.09 9,003,500.09

(24]
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SHANGHAI KAI KAl INDUSTRY CO.,LTD.

oT Wk

+47 0-00: +%ABTEAGOUORE ONE«24 90 1.

5,863,085.00 3,140,415.09

9,003,500.09

23.1E4
+YAB0sY.6+aT
A FU3BEY Aa1E EIE LryhdxalE
O».EDT A+T2E-V:
1.-CEOEELE-Y - - - -—
EA0D: e e ___ o
13%,00u0D1E-Y  80,090,200.00 L L
%3AU-EE300D1E-Y22,909,800.00 - -
EAEQ e e ___ o
2.-C-CEOEELE-Y
AU240°101E 15,000,000.00 o o
3.0ATELE e e ___ o
EPT A+1"1E-Y©T1Y%£118,000,000.00 L L
Tp.ONA+T2E-Y
1.¥%3AUETEPPAEEARO
EOT"1E L e L L
2.¥%3AUETEPUATAxELESD,000,000.00 o L
3.%31aETEPPATAxELE L L L L
4_FaEQ
ONA+I"1E-YOTY£ 80,000,000.00 L L
Ey.1E-YxUEy 198,000,000.00 o e
24.XEi%1«»y
A EU360a1T +EU06Y0 +YEUYBEU
RMB RMB RMB
1E+3,0¢H0 86,384,509.19 L o
xE20£ATA0B0u 494,662.00 L s
FAEQXE+Y L aryxaEe 231,914.00 - _

of Uk

87,111,085.19

(25]

FaEQ Di YE

EORGEY

80,090,200.00
22,909,800.00

15,000,000.00

118,000,000.00

80,000,000.00

80,000,000.00

198,000,000.00

EUACOATT
RMB
86,384,509.19
494,662.00
231,914.00
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SHANGHAI KAI KAl INDUSTRY CO.,LTD.

25.070atwy

IT A EU360a1T +EU06Y:0 +YEUYBEU EUACOATT
RMB RMB RMB RMB
S0 0atwy 72,172,156.00 2,646,066.31 L 74,818,222.31
e Oabd 23,254,883.00 2,646,066.31 L 25,900,949.31
ET040  0at«»y 22,762,967.57 1,323,033.16 e 24,086,000.73
o Yk 118,190,006.57 6,615,165.78 L 124,805,172.35
26.1" -0R4A0ES
T A EU3B0aNT +¥£006Y%0 +EUYGEU EUAGOATT
RMB RMB RMB RMB
17 -0A4A0ES 15,208,656.37  26,460,663.11 26,415,165.78 15,254,153.70
o yf 15,208,656.37 26,460,663.11  26,415,165.78 15,254,153.70

x¢1.0DLPAGEG - OAAEAYCEOECTA:

%-T-EA»&Y%"0é , 1999AGTEUAY»AGEGOR - ORG+EAYEC - TAE | - 10 0at«ryhd1210%Y:E2 , 646 ,066.3102; TAE | - T 1 «0mthd 1 0%Y4E
2,646,066.3102; ¢ E1OLEY« - OAAADEGYE21,168,530.4902, £40D - TAE jETOAL«»yHhd5%Y4EL , 323,033.1602, AE - ¢EOT"1ELEAQT2
A¢1EAE0.1002,%£19,800,000.0002,0a1T45,497..330206A&361 - OA4AGEG15,208,656.370216 &1~ - ORGAGEGAS YyIA T-0
A4, TET«” 6»a%00608v4% " 060D+AT Ex, °” 1ET« 6»a%d0&pA - OAa - e u+00.

x¢2.1998A8AB36T" - ORAAGEST?; +£62,342, 1500002, TUETABYE® 2E - YOREOOu»AUEOETE2 13422y 1 000YE 1 AEATTXVet | 2EE j X -
EYp=00E+, T 10120 ' JAAGEG - 0A&0&00u+00EN0A..

27 £aL0OUTAAGEG

EAEQOPTATTA - 0Aa +EUEOES +EUSELY +EUE %D +¥EUAOEG ETA&1-£UAGEGS
RMB RMB RMB RMB RMB

.o %A 12,295,909.89 s 1,925,801.89  10,370,108.00 7,700,061.00

EAEQ 792,725.13  731,032.09 3,432.00 58,261.04 393,650.00

of  yg 13,088,635.02  731,032.09 1,929,233.89  10,428,369.04 8,093,711.00

+47 0-00: - ¢ xAADNEOVABTELTETABTEDS - UT235%, 06402, 670,04702, Tp+%Aés 2; 2ET13CAU - ¢ TpEULa31 181ax3APEOEEOSY.OEU0A .
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SHANGHAI KAI KAl INDUSTRY CO.,LTD.

28.2F1f-NOA
A 1999 1998
RMB RMB
AdT¢08306:
OROUca 2y TAXa (g T 27,715,351.64 39,867,678.00
EAEQD 10,447,064.13 750,990.00
YOECANTCEOEE
A" x000¢ 22 TAxa" 0™ 27,715,351.64 39,867,678.00
FAEQ** 19,161,207.01 22,401,332.00
»&fOEBES 8,210.52 138,940.00
YOEC»ETOEO0R 0.64 20,672.00
EAEQD 383,394.48 832,213.00
of uk (8,322,538.52) (20,699,861.00)

* Tu-~03ATEAU+YL«EY ™ (¢ 22y TATOOsPD3T  é%e: T - CEGuAOZDPANTE - NOA, £40D19997:°1998AGTE 2 2% TAO+1K03¥ %0
17-0+31227,715,351.6402,26,889,03502; 1998ABTEOE L «EX08, Tu«OE ;2 2% TAXTOO3PUELSTTT2EEAR+012,978,643.0002.

** EAEOODEG: ;2% TAOVOAL«EYXEHDENO ! 3% TUAATEYOXCET°ED»3.

+410-00:2£11 - NOA(TU2ETAEOEE ) +%AGTELTETAGYEYO - UT259. 79%, %6EU12,377,322. 4802, TpOO+%AGTEO 1 ED 24 2% TATUA”
S TYBEUY:° 0gDD T-£UMe , TAOAETAYUO 1 AEAQTCEOEEYSEUENOA.

29. TxEEOO=

T A 1999 1998
RMB RMB
1EE+TTXEEQO= 735,000.00 1,310,084.00
A202»00T021«EY% - OABA” uAADEG145,304. 68 94,733.00
AeAopu=+00pA+» TTxEL«EY
EUOPORE " 0&¥»06Y:0 309,134.18 1,298,647.00
3ofUTTXELO0uxY:E  %OEU 202,728.00 _
of yf 1,392,166.86 2,703,464.00

30.21JUEOES

EOEETTA;, 1999 1998 A" 0" Ve OA%Y

RMB RMB
IEE°EQOES 677,077.90 387,066.00 060pE>36¢ UTEE°EQES
of ug 677,077.90 387,066.00

(27]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

31.020ulaE0Es

EOE&TTA; 1999 1998
RMB RMB
“IATLIT xE209»E00% 2,945,610.58 L
EAEQ 258,866.90 577,830.00
of uf 3,204,477.48 577,830.00

+47 0-00: %ABTEO20UTAEOEELTETABTEDS - UT2454 .57%, 06302, 626,647 . 4802, Tux¥t«E¥baI»0UT+¢ A - 37994 6A¥px24
HA- ¢ 20x2EAQRETOE ¢ 2. (Y TA)OPTPL«EY, xaEAY»EQ0=T22, 935, 650 . 4302EU0A . Tévax¢ETE-1.

32. FAF006%-02» T 0DLBPATO%D

T A EOE& 0839
RMB RMB
-NOAPOOS36 . 17,189,689.60
EAEQ L 3,090,814.21
of uf 20,280,503.81

33. FAE0083TXE» T 0DLBPATOND

A EOEE 0836
RMB RMB
¢2c2Y TATOA" ¢ T 323,046,498.40 179,580,000.00
of Yk 323,046,498.40 179,580,000.00

34. -OPPOpXEAT
T A 0a0pEQES 020u3E+Y 020pA«AQ
£ RMBEO £ RMBEO £ RMBEO
(°"DpOu-0Ad) 1999 1998 1999 1998 1999 1998

1a0pEGOu 192,722,661.08 254,313,827.00 145,732,036.23 206,772,253.00 46,990,624.85 47,541,574.00

ETOpA+T"£60p 198,657,882.21 122,447,546.00 177,605,227.77 105,968,262.00 21,052,654.44 16,479,284.00
EAEQ 4,633,982.91 L 4,384,611.93 L 249,370.98

(28]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

1<EYAUPPOWYATa
»¥U0T0

(5,488,026.38) (8,777,131.00)

(4,547,370.60) (8,062,623.00)  (940,655.78)  (714,508.00)

o'|'

s

390,526,499.82 367,984,242.00

323,174,505.33 304,677,892.00 67,351,994.49 63,306,350.00

xCETER . A, L«EYmavfk+ +10+02TTA; xCET

1.30fU1EE " T*E
(D TTXETTA;
TTAcAG3E
1EE+[XE
EAEQ1EETYxE

o'|'

YWk

(2)1EAITXE

£ I IXEP¥T»A03E

ETOLET1OuToua- ¢01Ep

OpLE - YODTPL«EY,

ETOLE+x°1E - YODTP1«EY,
ETo£%APULE - YOD TP 1«EY,

ETP£E0T« - ¢010gDD

o'|'

Vil

(3) FAEQLEE ToxE

> ITXER¥T»A0SE  %-02EUTP

ETO£: 2, 20K0AL«EY,

EU36EY FUAGEY
HaTT YidOuxYet +YE006%0  +UEUVSEU HaTT YdOuXYet
RMB RMB RMB RMB RMB RMB
7,643,450.00 o o o 7,643,450.00 o
50,978,481.40 962,477.00 23,176,734.22 15,900,762.89 58,051,724.73  759,749.00
58,621,931.40 962,477.00 23,176,734.22 15,900,762.89 65,695,174.73  759,749.00
Ot TTXEp¥T»
1E.YPOOE EE+EYA;  xCRaxExVpArEAy  TIXE®OTT YiOOuxYat | EUAGOATT
RMB RMB RMB
-EE1E 1,226,490.00 0.77% 781,450.00 o 781,450.00
-EE2E 61,710.00 0.06% 162,000.00 o 162,000.00
-UEELE 96,786.00 0.04% 150,000.00 o 150,000.00
-EE1E 5,000,000.00 0.50% 6,550,000.00 6,550,000.00
7,643,450.00 7,643,450.00
301f +E0E 0 3ofUTYxE
+EAy EUSBITxE HE006Y0  +WEUSOEU  p=00T  vdOuxvi, EUAGOANT
RMB RMB RMB RMB RMB RMB
100% (790,030.68) 6,278,168.04 9,068,198.72 2,000,000.00

(29]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

ETog;2;2E13C0DTP

1«EY,
ETo£;2; 2NoAEA
080 OPTPL«EY

Efog ;20 a3AEAXY
3§

ETo£;2; 2NoAEA
x(J3§

ETo£: 2,24 TA
EVOVSAEASS

Elogaa2- A0~
E-ODTP1«EY,
ETO£¢2;20»1TpA
OFOAODTPL«EY:

ETog;3;3T=- 0D

Ib1«EY%

ETo£;2;2Ra1 10k
OAODTPL«EY,
ETo£; @, a1(,EAS

OxODTP1«EY,

ETO£ 2,213 @
1«EY
ETO£;2;2°U»0
OPTPL«EY:
ETOYED;2.2-px°
ODTPL«EY

EOOY¢ 22T TpAOK
OAOPTPL«EY:

T0ug

T0ug

T0ug

T0ug

10

12

10

27

20

T0ug

10

12

100%

100%

100%

100%

100%

100%

55.2%

100%

60%

100%

100%

100%

100%

30%

10,000,000.00

1,000,000.00

1,601,159.27

1,005,808.55

15,985,467.27

952,200.26

1,151,962.93

1,000,000.00

6,656,755.78

906,916.40

710,449.57

2,000,000.00

3,296,145.05

1,924,147.00

(1,015,171.59)(1,340,306.25)

510,633.64

(

1,679,368.90

277,896.65

92,511.04

13,716.40

323,224.92

8,000,000.00 5,502,872.22

(30]

296,145.05

281,397.62

510,633.64

121,617.70

352,741.46)

9,051.23

277,896.65

10,644.16

92,511.04

64,615.45

2,999.75

122,828.77

5,502,872.22

574,050.42

309,134.18

9,674,865.34

1,000,000.00

1,722,776.97

653,067.09

14,315,149.60

952,200.26

1,162,607.09

1,000,000.00

6,721,371.23

896,199.75

510,053.42

10,000,000.00

3,574,050.42

1,951,883.56



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

Oath-¢2 »OEOA

OPTPL«EY: 12 15% 320,000.00 _ 160,000.00 _72,249.00 87,751.00
ETogs2: 2y, TATO
TGEPDA»2NOAKEA
OPTPOBETE«EY: 15 25% 687,500.00 L s ___687,500.00
ETO£; 2. 21(0YE
EI3C L 100% 1,000,000.00 L 1,000,000.00 L s L
EAEQ o __ 1,570,000.00 o 500,000.00 o ___1,070,000.00
of Uk 50,978,481.40 8,000,000.00 15,900,762.89 14,974,006.22 759,749.00 57,291,975.73

2. 1xEEQO=

T A 1999 1998
RMB RMB
1EE+TXEEQOR 735,000.00 1,310,084.00
1EETIxEEQO= o o
A202»00T021«EY - OABA” PAAGES 145,304.68 94,733.00
AeéAep=+00pA+» TTxELEYENOPOR
E0a¥»06%:d 14,974,006.22 9,237,138.00
3ofUTTXELOOuXY:t 202,728.00 .
of g 16,057,038.90 10,641,955.00

+410-00:+¥ABTELTETAGTEQS - UT250.88% , 06305, 415,083.9002, Ti+%ABTE, HEOXOLEXTUED, oA, 1«E¥20K - AUE606YOT0E O
- u=00pARSTTOGYOEUOA.

3.0+020uTREOEE

T A 1999 1998
(°~0uTn00AR) RMB RMB
2(£-T4E0 168,661,071.66 205,978,064.00

(31]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

4.0+020uTASESY:

T A 1999 1998
(°”0uTR00AR) RMB RMB
23f-T4ED 137,102,140.27  172,730,628.00

+41 0-00: %ABTERIETAGYG - UT220.63%, %GEU35,628,487. 7302, THEOEE TA%pSE+Y.0aT~2% TARUENOA .
xCET°E. 10A2 - ha@T e Eakm»Ox
(O»)20A2-% _Aso
1.06+%1«E% 20U, 00E1 @ TupALgA2 - %TET  Cés 0ECTA:
1pAa. BALSE %-YADOOE»OAAD T -EETG£T x¢2au0  Oe+¥t«E¥igiu 0=020uTH
ETo£c2;2(% TA)OPTPL«EY: 130D 1h-ORE- ETof OLELE« xE2(%-02

“®0U; QOEL@TpPALEAR - uAXCRAXE+YY, e Ea+a» ECTA:

1pAa- BAGSE Aés3oEy +YAB0OYOEY +YABYOEUEy  AeAcEy
ETo£s2.2(% TA)OPTPL«EY: 99,040,000.00 13,071,160.00 _112,111,160.00
~ 00 QOELQTPUALEAR - EUSOLE - Y»OF Ol £a+a»
Aé3oEy +YA806Y0Ey +YABYOEUEY AeéAoEy
1pha-BA0E %3 T °U-0+F  %dIT  °U-O0+E%dfT H3TT °U-0+E HT °U-0+E
RMB % RMB % RMB % RMB %

ETog3,3(HTA)
0PTP1«E¥% 80,090,200.00 40.45 _ 80,090,200.00 40.45

2.2»" 20U ¢ 00F1 0T ppArgAa - 1@ TupApOOE

1gAa. BALSE OB+Y«E%uALIgTH
EOOY¢2; 21T uAOEOAODTPI«EY, Aa0a1«Ey,
Oath-¢2, »0EO0AODTPL«EY: Aada1«Ey,
ET°£;2, 29 TATOTGEDDA»2 Aada1«Ey,

NOA«EAOD TPOBETL«EY,
(1Ib) 1@A2%»0x
1. TUEU»BT1%:%OEVUAT TR

+9«E%1999ABTEY:°1998ABTETO0AR - LTGEU»GTTODLPA T xEATECTA:

1gAa. BAG3E 1999A89E 1998489 E

(32]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

RMB RMB
2 TAPAY-TOL«EY% 15,445,322.00 10,261,276.00
08, 1%01a-NOeARESGL«EY:  4,020,000.00 4,585,551 .00

T %00p2R:°" Ep3j%0, AT %0.
2.2F2(»0x
+1«E%1999ATEY:° 1998AGTETOPAR - x@EAXE20A+T  xEATEGTA:

1999A89E 1998A8TE
a.30E0119 xE=2(
ETo£sa.2(% TA)OPTP1«EY:  4,875,000.00 1,096,482.00

b.1EE"xaEA
ETo£sa.2(% TA)OPTP1«E¥:  1,500,000.00

c.1OoEe11{ xE2(
ETo£2;2(% TA)ODTPL«EY: 100,210,000.00
T 100p2R:a.36E0LTT xE20Tu°” ETOLED - ¢ u@2G1AYUEATAENOU1999A890A7EOEUAATAPAZGE "ED3 %0 , ix= T2 0xYU  fi;
b.1EE " x2EATN®” £ «EUOEARSE+UTAX2EAYU | fi
C.1OEE11§ xE20 Ty  EuLlOEExE200-EV3E+¥v0

129%»0x%0 .
3. xE%OEUT™

1 «EY1999ABTEY,°1998AGTEOBETOL 2, 2% TA)ODTPL«EvhaDDUAXERSEUT Cé¢ GECTA:
1999A8YE 1998A8TE
O'EOEjAOTCEOES 18,422,548.00 21,528,315.00
T %00p2R - , 0%Y0&; 2 2% TACOTOPAD-0&, +%ABTETUA; OAOAUX >~ 00+% 2 «E¥%A; EOONEQY: TAT«ELTUA” (TTT(2»0-x2” 0¥ TA%ST)pAOA
T°” 1-£00obDY%e; TAGAEOAAOAES . 8575 8VAEEA.

4.E&EQ

a. +YA«EY0BETOE 2 2 TA)OPTPL«EY22T-- OTT2UAT - pTA.  0%Y1997A810A18E0Y:°1999A8pA1@OULUAT - NOAPA - OT D-08€, 2.2
Yo TASPUESYA«EYALUAT -NOATp® " 1UAT2; AApA - NOAEEp+@ - 01—, 1999ABTETAEEAR+04, 045, 65502 (1998Aé:4,133,11002) .

b.1999A8TEY°1998AGYE, +Ut«E%T2°2AA 2, 2y, TAUALYEEO+ 10, TaTh3¥xa0A: 2 2 TAA¥OT; 22153 10A624,0A00¢ 2, 2E13C02
Ou;

C.1999A8YE, UY+¥L«EYOBETOL 2, 2% TA)OPTPL«EYCENED-0¢é, 1000¢ 2 2A008EUxouALE & -NOA; 2 2% TAO}3DU£50%, 1999A8
ET2EEAR+06,885,00002.

d.%0011999A8120A31E0, 1«E%OPEEAR+0228,050,00002(1998A&: 208, 700,00002) pAOsDDY%e, T, 0E ¢ 2; 2% TAOOKA - ¢ 2apuONCTo
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SHANGHAI KAl KAl INDUSTRAL CO., LTD.
(Incorporated in the People®s Republic of China with limited liabilities)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

Auditors® Report
Report of Independent Auditors

To the members of Shanghai KAl KAI INDUSTRIAL Co.,Ltd.

(Incorporated in the People®s Republic of China with limited liabilities)

We have audited the financial statements of Shanghai Kai Kai industrial Co., Ltd. & its subsidiaries
(hereinafter collectively referred to as the "Group™) on page 2 to 26 which have been prepared in
accordance with International Accounting Standards issued by the International Accounting Standards
Committee.

Responsibilities of directors and auditors

The Company®s directors are responsible for the preparation of financial statements which give a true and
fair view. In preparing such financial statements, it is fundamental that appropriate accounting policies
are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those statements and to
report our opinion to you.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. An audit includes examination
, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements made by the directors in the preparation
of the financial statements, and of whether the accounting policies are appropriate to the Group®s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Group as
at 31st December 1999 and of the loss and cash flows for the Group for the year then ended and have been
prepared in accordance with International Accounting Standards.
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Revenue
Cost of sales

Gross profit
Distribution costs
Administrative expenses
Other operation expenses

Profit from operations

Other income

Interest expenses

Share of results of associate
Income from other investment

Abnormal gain on disposal of
property plant and equipment

Profit before tax

Income taxes

Profit after tax
Minority interest

Net profit for the year

Retained profits brought forward

Appropriations:

Transfer to statutory surplus reserve 19(a)

Dividends

Retained profits carried forward

NOTES

oo

10

Transfer to discretionary surplus reserve 19(a)
Transfer to statutory public welfare fund 19(a)
11

1999
RMB"000
390,526

(325,705)

64,821

(28,862)
(27,089)
(579)

8,201

31,462

(10,447)
364
880

30,550

2,946

33,496

(5,945)

27,551

6D

27,500

21,445

(2,646)
(1,323)
(2,646)
(19,800)

22,530

[37]

HORWATH CHINA (SHENZHEN)
Certified public Accountants
April 27,2000

1998
RMB*000
367,984

(306,923)

61,061
(30,063)
(29,208)

(1,376)

414
45,237

(13,730)
1,362
1,405

34,688

34,688
(4,965)

29,723
12

29,711
2,855

(2,700)

(5,721)
(2,700)

21,445
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Basic earning per share 12 RMBO.14 RMBO.15

See accompanying notes to consolidated financial statements.

NOTES 12.31.1999 12.31.1998
RMB 000 RMB*000
ASSETS
Non-current assets
Property plant and equipment 13 176,279 181,406
Interests in associates 15 2,039 2,060
Other investments 16 8,713 9,123
Receivable from Holding Company 26(b) -—- 376,471
187,031 569,060
Current assets
Inventories 17 151,141 164,809
Trade and other receivables 37,623 34,384
Income tax recoverable -—- 1,116
Receivable from Holding Company 26(b) 553,471 200,000
Bank balances and cash 25 27,596 24,600
769,831 424,909
Total assets 956,862 993,969
NOTES 12.31.1999 12.31.1998
RMB"000 RMB"000

EQUITY AND LIABILITIES
Capital and reserves
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Share capital 18 198,000 198,000
Other reserves 19(a) 201,522 194,907
Retained profits 19(b) 22,530 21,445

422,052 414,352
Minority interests 5,907 5,855

Non -current liabilities

Long-term borrowings 20 -— —
Current liabilities

Trade and other payables 77,553 98,229
Proposed dividends 11 19,800 -—-
Short-term borrowings 20 431,550 475,533

528,903 573,762
TOTAL EQUITY AND LIABILITIES 956,862 993,969

See accompanying notes to consolidated financial statements.
Approved by the Board of Directors on April 27, 2000 and signed on behalf of the Board by

NOTE 1999 1998
RMB*000 RMB*000

NET CASH INFLOW
FROM OPERATING ACTIVTIES 21 55,310 2,085
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INVESTING ACTIVITIES

Interest received 739 873
Purchase of property plant and equipment (10,566) (25,918)
Increase(Decrease)in receivables from Holding company 118,246 (29,243)
Acquisition of interests in associate - (126)
Decrease in investment in unconsolidated subsidiaries 1,590 -
Proceeds on disposal of other investment -—- 2,801
NET INCREASE(DECREASE)CASH IN INVESTING ACTIVITIES 110,009 (51,613)
Interest paid on loans (14,649) (13,730)
Dividends paid (3,191) (29,700)
Repayments of loans (329,183) (182,840)
New loans raised 184,700 271,111
NET (OUTFLOW) INFLOW CASH FROM FINANCING ACTIVTIES (162,323) 44,841
NET INCREASE(DECREASE) IN CASH AND CASH EQUIVALENTS 2,996 (4,687)
CASH AND CASH EQUIVALENTS AT BEGINNNING OF YEAR 24,600 29,287
CASH AND CASH EQUIVALENTS AT END OF YEAR 27,596 24,600

ANALYSIS OF THE BALANCE OF CASH AND CASH
EQUIVALENTS
Bank balance and cash 27,596 24,600

Non cash Transaction
Bank loan raised on behalf of Holding company

(note 20) 531,000 413,000
Repayment of loans on behalf of Holding Company
(note 20) 404,500 463,300

Settlement of receivable from Holding Company by

property plant and equipment -—- 100,210
Increase of receivable from Holding Company by
disposal of property plant and equipment 4,875 -—

See accompanying notes to consolidated financial statements.
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1 _GENERAL

Shanghai KaiKai Industry Limited ("The Company') was established in the People "s Republic of China (the
"PRC'™on December 28,1992, as a joint stock company limited by shares .lts holding company is Shanghai
KaiKai (Group)Company Limited (the "Holding Company'),a company incorporated in Shanghai .

The Company is mainly engaged in the manufacture and sales of shirts and wool sweaters and operation of
department stores. The principal activities of the subsidiaries and associates are set out in note 14 and
note 15, respectively.

The Company maintains its subsidiaries are hereinafter collectively referred to as "the Group".

2 .PRESENTATION OF FINANCIAL STATEMENTS

The Company maintains its accounting records and prepares its statutory financial statements in accordance

with the accounting standards and regulations applicable to joint stock company limited by shares of the
People "s Republic of China ("'PRCGAAP™).

These consolidated financial statements have been prepared in accordance with International Accounting

Standards ("1AS™). The differences arising from the restatement of the results of operations and the net

assets for compliance with IAS are adjusted in the consolidated financial statements but are not taken up
in the accounting records of the Company.

Differences between IAS and PRC GAAP are stated in note 28.

3 .SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statement have been prepared in accordance with International Accounting
Standards (IAS). The principal accounting policies adopted are set out below.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued
Basis of consolidation
The consolidation financial statements incorporate the financial statements of the Company and enterprise
controlled by the Company (its subsidiaries) made up to December 31 each year. Control is achieved where

the Company, directly or indirectly, holds more than 50% of the voting rights of the invested enterprise
or otherwise has the power to govern its financial and operation policies so as to obtain benefits from
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its activities.

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

All significant intercompany transactions and balance within the Group are eliminated on consolidation.

Interests in associates

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

The consolidated income statement includes the Group®s share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are initially recorded
at cost and are subsequently adjusted for the post-acquisition change in the Group®s share of the net
assets of its associate. The carrying amount of such interests is reduced to recognize any decline, other
than a temporary decline, in the value of individual investments.

Where the Group transacts with its associates, unrealized profits and losses are eliminated to the extent
of the Group®s interest in the relevant associate, except where unrealized losses provide evidence of an
impairment of the asset transferred, in which case those unrealized losses are not eliminated.

Revenue recognition

Sales of goods are recognized when goods are delivered and title has passed.

Revenue from services is recognized when services are rendered.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Interest income is accrued on a time basis, by reference to the principal outstanding and at the interest
rate applicable.

Dividend income from investments is recognized when the shareholders® rights to receive payment have been
established.

Rental income, including rental invoiced in advance, from properties under operating leases are recognised
on a stright-line basis over the lease term of the relevant lease.

[42]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.
Rentals payable and receivable under operating leases are charged and credited to the income statement on
a straight-line basis over the term of the relevant lease.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange ruling on the dates of
the transactions. Monetary assets and liabilities denominated in foreign currencies are retranslated at
the ruling on the balance sheet date. Profits and losses arising on exchange are dealt with in the income

statement.
Retirement benefit costs

In accordance with local government regulations, the Group is required to make contributions to a retirement
insurance fund, which is administrated by the local labor department. The amount of contributions is fixed
at 25.5% of the basic salaries of the Group"s local staff.

Retirement benefits are paid directly from the fund and are calculated based upon the retired employee®s
basic monthly salary and their number of year®s service.

The contributions payable to the scheme in respect of the year by the Group are charged as an expense as
they fall due.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued
Taxation

The charge for taxation is based on the results for the year as adjusted for items ,which are non
-assessable or disallowed. A temporary difference arises from differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax basis used in the computation
of assessable tax profit. Deferred tax liabilities are recognized for all taxable temporary differences,
and deferred tax assets are recognized to the extent that it is probable that taxable profit will be
available against which deductible temporary differences can be utilized.
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Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is

realized or the liability is settled. Deferred tax is charged or credited in the income statement, expect
when it relates to items credited or charged directly to equity, in which case the deferred tax is also dealt
with in equity.

Deferred tax liabilities are recognized for taxable temporary difference associated with investments in
subsidiaries and associates except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.

Property plant and equipment and depreciation

As required by the relevant PRC rules and regulations, a valuation of the assets and liabilities injected
into the Company was carried out as at June 30,1992 by a PRC professional valuer and the injected assets
and liabilities were reflected in the financial statements on this basis. This valuation established the
deemed cost of the injected property, plant and equipment on the formation of the Company.

Properties in the course of development for production, rental or administrative purposes or for purposes
not yet determined, are carried at cost, less any provision for impairment considered necessary by the
directors. Depreciation of these assets, on the same basis as other property assets, commences when the

assets are ready for their intended use.

Property plant and equipment are stated at cost less accumulated depreciation.

3 .SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Depreciation is provided to write off the cost of property, plant and equipment other than properties under
construction over their estimated useful lives, using the straight-line method, on the following rates

per annum:
Land use rights 2%
Buildings 2.7%-3.2%
Motor vehicles 15%--32%
Fixtures and equipment 12%--19%

No depreciation is provided for construction in progress.

The gain or loss arising on disposal or retirement of an asset is determined as the difference between the
sales proceeds and the carrying amount of the assets is recognized as income or expense of the year.
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Borrowing costs

Borrowing costs are recognized as expenses when they are incurred

Other investments

Investments held for long-term purpose are stated at cost less provision, if necessary, for any permanent

diminution in value.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct materials and,
where applicable, direct labor costs and those overheads that have been incurred in bringing the
inventories to their present location and condition. Except for merchandise, cost is calculated using the
weighted average method. Cost of merchandise is calculated using retail method. Net realizable value
represents the estimated selling price less all estimated costs to completion and costs to be incurred in

marketing, selling and distribution.

3 _SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued
Financial instruments
Financial assets
The Group™s principal financial assets are bank balances and cash , trade and other receivables ,

receivable from Holding Company and equity investments.

Trade and other receivable and receivable from Holding Company are stated at their nominal value as
reduced by appropriate provisions for estimated recoverable amounts.

The accounting policies adopted for equity investments are outlined above.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the substance of the contractual

arrangements entered into.

Significant financial liabilities include interest-bearing bank borrowing and debenture and trade and

other payables.
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Interest-bearing bank borrowings and debenture are recorded at the proceeds received. Financial charges
are ac counted for on an accrual basis . Trade and other payables are stated at their nominal values.

4. REVENUE

The Group®s revenue represents sales of goods.

5. BUSINESS AND GEOGRAPHICAL SEGMENTS
Business segments
For management purposes, the Group is organized into three major operating divisions - sales of textile
products and operation of department stores and others. The divisions are the basis on which the Group
reports its primary segment information.

5. BUSINESS AND GEOGRAPHICAL SEGMENTS-continued

Principal activities are as follows:

Sales of textile products - manufacture and distribution of shirt and wool sweaters
Operation of department stores - Sales of merchandise and operation of department stores
Others --Acting for advertisement.

Segment information about these businesses is presented below.

The Group®s revenue, contribution to operation profit and net assets, analyzed by principal activity
for the year ended December 31, 1999 were as follows:

Sales of textiles goods Operation of department stores Others Elimination Consolidated

1999 1999 1999 1999 1999

RMB*000 RMB*000 RMB*000 RMB*000 RMB*000
REVENUE
External sales 187,234 198,658 4,634 390,526
Inter-segment sales 5,488 (5,488)
Total revenue 192,722 198,658 4,634 (5,488) 390,526
RESULT
Segment result 23,942 2,859 83 (941) 25,943
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Unallocated
corporate expenses

Profit from operation

Other income

Interest expenses

Share of results of associates
Income from other investments

Abnormal gain on disposal of
property, plant and equipment

Profit before tax
Income taxes

Profit after tax

OTHER INFORMATION
Capital expenditure
Depreciation and
amortization 7,933

2,926

5. BUSINESS AND GEOGRAPHICAL SEGMENTS-continued

BALANCE SHEET

Sales of textile goods Operation of department stores Others

12.31 1999
RMB*000
ASSETS
Segment assets 163,560
Interest in associates
Unallocated corporate assets

Consolidated total assets

12.31 1999 12.31 1999
RMB*000 RMB*000
52,663 1,634

[47]
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Elimination
12.31 1999
RMB*000

(17,652)

8,291
31,462
(10,447)
364
880

30,550

2,946

33,496
(5,945)

27,551

10,871

Consolidated
12.31 1999
RMB*000

217,857
2,039

736,966

956,862
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LIABILITIES

Segment liabi

-lities 42,142
Unallocated

corporate assets

Consolidated total
liabilities

32,310

1,123

75,575

453,328

528,903

The Group®s revenue, contribution to operation profit and net assets, analysed by principal activity

for the year ended December 31, 1998 were as follows:
Sales of textiles goods

1998
RMB*000
REVENUE
External sales 245,537
Inter-segment

sales 8,777
Total revenue 254,314
RESULT

Segment result 19,224

Unallocated corpor
-ate expenses

Profit from operation
Other income
Interest expenses

Share of results of associates
Income from other investments

Profit before tax
Income taxes

Profit after tax

1998
RMB*000

122,447

122,447

Operation of department stores

[48]

Others Elimination
1998 1998

RMB*000 RMB*000
-—- (8,777)
-—- (8,777)
-—- (715)

Consolidated

1998
RMB*000

367,984

367,984

(22,577)

414
45,237

(13,730)
1,362
1,405
34,688

(4,965)

29,723
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OTHER INFORMATION
Capital expenditure 18,079 7,839 25,918
Depreciation 3,823 1,552 5,375

5. BUSINESS AND GEOGRAPHICAL SEGMENTS-continued

BALANCE SHEET

Sales of textile goods Operation of department stores Others  Elimination Consolidated
12.31 1998 12.31 1998 12.31 1998 12.31 1998 12.31 1998
RMB*000 RMB*000 RMB*000 RMB*000 RMB*000
ASSETS
Segment assets 203,056 65,734 -—- (876) 267,914
Interest in associates 2,060
Unallocated corporate assets 723,995
Consolidated total assets 993,969
LIABILITIES
Segment liabilities 91,437 52,734 - (1,957) 142,214
Unallocated corporate
liabilities 431,548

Consolidated total
liabilities 573,762

Geographical segments

All of the Group®s operations and identifiable assets are located in the PRC.

Over 90% of the sales revenue and consolidated net profit for the year are derived from the PRC.

6.PROFIT FROM OPERATIONS
Profit from operations has been arrived at after charging:

[49]



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

Staff costs

Depreciation

Net foreign exchange losses
Retirement benefit plan contributions

7 .OTHER INCOME

Rental income
Interest income(note 26(a))
Others

8. INTEREST EXPENSES

Interest expenses
Less : Interest expenses paid
by Holding Company directly(note 20)

9 .INCOME FROM OTHER INVESTMENTS

Dividends from equity investments

10 . INCOME TAXES

1999
RMB*000

22,275
10,871

1999
RMB"000
10,370
19,161
1,931

1999
RMB*000
38,162

1999
RMB*000
880

[50]

1998
RMB 000

20,190
5,375
118

1998

RMB*000
7,700

35,380
2,157

1998
RMB*000
40,619

1998
RMB*000
1,405
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RMB*000 RMB*000

The charge comprises
PRC income tax for the year 5,945 6.636
Income tax refund - (1,671)
5,945 4,965
Taxation attributable to the Company and its subsidiaries 5,890 4,901
Share of taxation attributable to associates 55 64
5,945 4,965

Pursuant to a document, Shanghai Finance No.(1997) 41 , the Company"s PRC Profit Tax is calculated at
15% (1998:15%) of the estimated assessable profit for the year.

Shanghai Kai Kai Group Shangyu Shirt Factory, a subsidiary of the Company, is subject to income tax at a
rate of 33%. In accordance with a document issued by Shangyu Tax Bureau, the income tax is refundable,
subject to the approval of local tax bureau. The income tax refundable is accounted for as a reduction of
income taxes in the income statement of the current year. However, the refund is restricted to be used for
the expansion of the Company®s business. Therefore, the amount is not distributed and is transferred to
the discretionary surplus reserve.

Shanghai KaiKai Tiande Garment Company Limited (“"Tiande'™), another subsidiary of the Company, is a
manufacturing enterprise with foreign investment incorporated in Shanghai Jingan

10. INCOME TAXES-continued

District, is subject to income tax at 27%. Tiande is also entitled to full exemption from income tax for
the first two years and a 50% reduction for the next three years thereafter commencing from the first
profitable year. This year is Tiande"s first unprofitable year and its applicable income tax rate is 27%

(1998: the last profitable year and its applicable income tax rate is 13.5%)

No provision for deferred taxation has been made in the financial statements because there are no
significant temporary differences at the balance sheet date.

11. DIVIDENDS

The directors propose a payment of final dividends for the year , 10 cent per share, totally RVMB 19,800,000
(1998:NIL).
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12. EARNINGS PER SHARE

The calculation of the earnings per share is based on the Group®s profit for the year of approximately
RMB 27,500,063 (1998:RMB29,711,000) and on 198,000,000 shares (1998:198,000,000 shares) in issue during

the year.

13. PROPERTY, PLANT AND EQUIPMENT

Land use rights and buildings

RMB*000
COST
At January
1,1999 157,271
Additions 12,687
Disposals (2,810)

At December
31,1999 167,148

DEPRECIATION

At January 1,1999 4,075
Provided for the year6,350
Eliminated on dispo

-sals (541)

At December
31,1999 9,884

NET BOOK VALUES
At January 1,1999 153,196

13 PROPERTY, PLANT AND EQUIPMENT-continued

Motor vehicles Fixture and equipment Construction in progress Total

RMB*000 RMB*000
27,523 7,727 195,342
2,149 11,326 26,737
(2,250) (18,591) (24,062)
27,422 462 198,017
8,650 - 13,936
3,358 - 10,454
(1,862) - (2,652)
10,146 - 21,738
18,873 7,727 181,406
17,276 462 176,279
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All land in the PRC is owned by the State or is subject to collective ownership, and neither individuals nor

legal entities may own land . As of April 19,1994, the Company acquired from Jingan District Land

Administration Bureau of Shanghai the land use rights without a defined term for the land where the Company

is located. The Company pays land use tax annually.

The pledge of assets sees note 25.

14 SUBSIDIARIES

Details of the Company®s subsidiaries at December 31,1999 are as follows:

Name of subsidiary

RMB*000
Shanghai Kaikai Garment
Company 2,000
Shanghai Kaikai Shopping
Center 10,000
Shanghai Kaikai Wool Sweater
Knitting Company Limited 1,000

Shanghai Kaikai Shirt Factory 1,000
Shanghai Kaikai Wool Sweater

Factory 1,000

Shanghai KaikaiShangyu Kaikai
Shirt Factory 7,000

Shanghai KaikaiTextile Company
Limited 500

Shanghai KaikaiTiande Garment

Company Limited 1,293

Shanghai KaikaiSuit Company
Limited 1,000

Registered capital

Proportion of ownership interest

/proportion of voting power held Principal activity

100%

100%

100%

100%

100%

100%

100%

55%

100%

(53]

Retail and wholesale of shirts

Operation of department store

Retail and wholesale of wool sweaters

Manufacture of shirts

Manufacture of wool sweaters

Manufacture of shirts

Retails and wholesale of fabrics

Manufacture of shirts

Retails and wholesale of suits
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Shanghai Kaikai Non-lroning
Garment Company Limited 12,433

Shanghai Kaikai International
Trade Company Limited 851

Shanghai Kaikai Advertising

Company Limited 500

Shanghai Kaikai Departure Store
Company Limited 10,000

Shanghai Kaikai
Fashion Company Limited 3,000

14. SUBSIDIARIES -continued

60%

100%

100%

100%

100%

Manufacture of non-ironing shirts

Import and export of clothes and
textile related materials

Advertising services

Operation of department store

Manufacture of clothes

* The registered capital of Shanghai Kaikai Department Store Company Limited increases RMB 8,000,000.00 to

RMB 10,000,000.00 from the Company. The proportion of ownership interest keep un-changed.

** The 100% ownership interest for Shanghai KaiKai International shopping Center (registered capital is RMB

1,000,000.00) had been transferred possession to the subsidiary of the holding company on November 29,1999.

The transferring price is the cost of RMB 1,000,000.00 from the book .Board of directors passed the decision.

And financial statements aren"t consolidated because of the reason above mentioned.

All the subsidiaries of the Company are registered in the PRC

15 INTERESTS IN ASSOCIATES

12.31.1999
RMB"000
Cost of investment 1,473

Share of post-acquisition profit
, het of dividends received and
receivable

2,039

[54]
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Name of associates Registered capital Proportion of ownership interest Principal activity
/proportion of voting power held

Suzhou Kaikai Tiande

Garment Company Limited US$715,000 30% Manufacture of shirts

Zhejiang Kaifu Garment
Company Limited US$521,400 15% Manufacture of shirts

Shanghai KaiKai Group
Tongxiang Xinghua Wool
Sweater Factory RMB2,750,000 25% Manufacture of wool sweaters
All the associates of the Company are registered in the PRC
16. OTHER INVESTMENTS

The amount represents unlisted equity investments.

17. INVENTORIES

12.31.1999 12.31.1998
RMB*000 RMB*000
Raw materials 8,482 15,137
Work-in-progress 1,990 9,806
Finished goods 134,133 128,264
Merchandise 6,536 11,602
151,141 164,809

18. SHARE CAPITAL
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Registered, issued and fully paid:

80,090,200 State shares held by KaiKai
(Group) Company Limited of RMB 1 each

37,909,800 shares held by other legal

persons and employees of RMB 1 each

80,000 B share of RMB 1 each

12.31.1999 12.31.1998
RMB*000 RMB*000
80,090 80,090
37,910 37,910
80,000 80,000
198,000 198,000

All the shares rank pari passu with each other in all respects except for that B shares can only be owned

by overseas investors and are listed on the Shanghai Stock Exchange. State shares held by other legal

person and employees are not listed.

19. OTHER RESERVES

YEAR ENDED
12.31.1999
Balance at
1.1.1999

Net profit
the year
Appropriation

Balance at
12.31.1999

Capital
surplus

RMB*000

76,717

Other reserves

Statutory Discretionary Statutory

Surplus Surplus
reserve reserve
RMB*000 RMB*000
21,667 73,269

2,646 1,323
24,313 74,592

Public welfare
reserve

RMB*000

25,900

[56]

Sub-total

RMB*000

194,907

201,522

Retain profits

RMB*000

21,445

27,500
(26,415)

22,530

Total

RMB*000

216,352

27,500
(19,800)

224,052
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(a) Other reserves of the Group include statutory surplus reserve, discretionary surplus reserve which form
part of shareholders® equity.

Statutory surplus reserve / Discretionary surplus reserve

In accordance with relevant PRC Company Laws and is required to appropriate 10% of its profit after
taxation reported in its PRC statutory financial statements to the statutory surplus reserve. Allocation
to a discretionary surplus reserve shall be approved by the shareholders in general meeting

The appropriation of statutory reserve has reached 50% of the Company®s registered capital. Surplus
reserve can be used to make up losses or for conversion into share capital. The Company may, upon the
approval by a resolution of shareholders® general meeting, convert its surplus reserve into share capital
by issuing new shares to existing shareholders in proportion to their original shareholding or by
increasing the nominal value each share. However, when converting the Company®s statutory surplus reserve
into share capital the amount of such reserve remaining unconverted must not be less than 25% of the
registered capital.

Statutory public welfare fund
In accordance with relevant PRC Company Law and the Company®s Articles of Association, the Company is
required to appropriate 5% to 10% of the profit after tax as reported in it"s the PRC statutory public
welfare reserve. The statutory public welfare reserve shall only apply to collective welfare of staff
and works and welfare facilities remain a property of the Group.
19_.0THER RESERVES-continued
The statutory public welfare reserve is non-distributable. When public welfare reserve is utilized, an
amount equal to the cost of the assets acquired is transferred to discretionary surplus reserve. On
disposal of the relevant assets, the original transfers from the reserve are reversed
(b) Basis for profit distribution
In accordance with the Company*s articles of association, profit available for distribution to shareholders
should be based on the lower of the amount determined in accordance with the PRC GAAP and that calculated
in accordance with the IAS after detection of the current year®s appropriation to the statutory reserves.

The retained profits available for distribution to shareholders as at December 31,1999 was RMB 15,254,154.

20.BORROWINGS
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12.31.1999 12.31.1998
RMB*000 RMB*000
Short-term bank loans 431,550 390,200
Bank loans repayable in 1999
with interest rates from
10.98% to 13.76% - 24,800
Debentures repayable in December
1999 at interest 9.8% per annum -— 34,863
Debentures repayable in April 1999
at interest 6.12% per annum -— 25,670
431,550 475,533

The interest rate of short-term bank loans is from 6.138% to 13.176% per annum.

12.31.1999 12.31.1998
RMB*000 RMB*000
Bank loans secured by the Company
(note 25) 5,850 -—-
Bank loans secured by cash (note 25) -— 4,000
Bank loans secured by the properties
of Holding Company 228,050 208,700
Bank loans guaranteed by third part
-ies 136,500 197,300
Unsecured bank loans and debentures 3,000 65,533
Bank loans guaranteed by the Holding
Company 58,150 -—-
431,550 475,533
20.BORROWINGS-continued
12.31.1999 12.31.1998
RMB*000 RMB*000
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The maturity of the above bank
loans and debentures are as follows:

On demand or within one year 431,550

More than one year but not exceeding

two years -
431,550

Less : Amount due within one year

shown under current liabilities (431,550)

475,533

475,533

(475,533)

At December 31,1999,short-term bank loans of RMB 312,800,000 (1998: RMB 216,300,000) are loans
borrowed by the Company on behalf of its Holding Company. All related interest are borne by the
Holding Company and the Holding Company pay the interest of RMB 27,715,000 in 1999. (1998:

RMB 26,889,000)

21. RECONCILIATION OF PROFIT BEFORE TAXATION TO NET CASH INFLOW (OUTFLOW) FROM OPERATING ACTICITIES

Profit before taxation

Adjustments for:

Interest expenses

Interest income

Share of results of associates
Depreciation of property , plant

and equipment

(Gain)/Loss on disposal of fixed assets
Provision on long-term investments

Operating cash flows before movements
in working capital

Decrease in inventories
(Increase)/Decrease in trade and other
receivables

Increase /(Decrease) in trade and other

payables

1999
RMB*000

33,496

10,447
(19,161)
(364)

10,871
(2,946)
(203)

32,140
13,668

(3,239)

20,676

[59]

1998
RMB 000

34,688
13,730
(35, 380)

(1,362)

5,375
439

17,490
1,908

3,943

(14,878)



SHANGHAI KAI KAl INDUSTRY CO.,LTD.

Cash generated by used in operations 63,245 8,463
Income taxes paid (7,935) (8,049)
Income tax refund - 1,671

NET CASH INFLOW FROM OPERATING ACTICITIES

55,310 2,085
22. CONTINGENT LIABILITIES
12.31.1999 12.31.1998
RMB*000 RMB*000
Guarantees given to banks in respect
of bank loans and short-term bonds
of third parties 185,000 168,500

23. FINANCIAL INSTRUMENTS

The financial assets of the Company include bank balances and cash , trade and other receivables , receivable
from Holding Company. The financial liabilities of the Company include bank borrowings and debentures and
trade and other payables.

(a) Interest rate risk

The interest rates and terms of repayment of bank borrowings and debentures of the Company are disclosed in
note 20.

(b) Credit risk

Bank balances and cash

Substantial amounts of the Company®s bank balances are deposited with the Industrial and Commercial Bank of
China and Bank of China.

Trade receivable

The Company does not have a significant exposure to any individual customer or counterparty . The major
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concentrations of credit risk arise from exposures to a substantial number of trade receivable operating in
one geographical region, the PRC

Receivable from Holding Company

The receivable from Holding Company is unsecured, repayable by installments. The amount was paid partially
after the balance sheet date(note 24).Interest is charged at monthly borrowings interest rate announced by
the People®s Bank of China.

The Holding Company has agreed to pledge some of its properties as a security for the receivable. In the
opinion of the directors, the total market values of these properties exceed the amount receivable from the
Holding Company.

(c) Fair value

The fair values of bank balances and cash , trade and other receivable , receivable from Holding Company
and trade and other payable are not materially different from their carrying amounts.

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

24 .POST BALANCE SHEET EVENTS

1.In accordance with the resolution of the Board of Directors dated March 9,2000 and the decision of the
temporary shareholder meeting dated April 11,2000, the Company will purchase the part ownership of KaiKai
Building which the surface area is 24,770.43 square meters from the Holding Company, the transferring price
is RMB 353,470,000, which is confirmed by the appraisal price by ChangXing Appraisal Firm. The payment
method of the transaction will compensate for the amount receivable from Holding Company.

2.The Holding Company paid RMB 130,000,000 to the Company during April 11 to April 26,2000. The amount was
used to pay the bank loans about RMB 76,000,000 during the periods above mentioned.

25. PLEDGE OF ASSETS

1. The Group has pledged fixed deposit of USD 550,000, equivalent to approximately RMB 4,553,000, to
secure banking facilities granted to the Group in 1998.

2. The Group has pledged the ownership of the ground floor, the eighth floor , the ninth floor and the
twenty-fourth floor of the KaiKai building (the surface area is 7,929.62 square meters ) to secure banking
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facilities about RMB 5,850,000.00 granted to the Group.(1998: NIL).

26 RELATED PARTY TRANSACTIONS

(a)During the year, the Group entered into following significant transactions with related parties:

1999 1998

RMB*000 RMB*000
Sales of goods to subsidiaries of Holding Company 15,445 10,261
Interest income received from Holding Company 18,422 34,057
Process fee paid to associates 4,020 4,586
Sales of properties , plant and equipment to Holding Company 4,875 1,096
Acquisition of properties , plant and equipment from Holding Company - 100,210
Sales of share ownership to subsidiaries of Holding Company 1,500 -—

26 RELATED PARTY TRANSACTIONS-continued

The above transactions were carried out at contract prices or at mutual agreed rates. In addition:

(1) The Group performed certain administrative services for the Holding Company during the year, for which
a management fee of RMB 4,045,655 (1998:RMB 4,133,000) was charged being an appropriate allocation of costs

incurred by relevant administrative departments.

(2) The Holding Company has granted a subsidy of RMB 5,000,000 to the Group to compensate for the excess
operating costs incurred as a result of employing the Holding Company "s surplus employees in 1998.

(3)Certain premises used by the Group are the properties of the Holding Company, however, no rental is
charged by the Holding Company.

(4) The holding company shared the advertisement fee about RMB 6,885,000.00 according to the amount of the

year equally, the advertisement by name of KaiKai is useful to both the Group and the holding company
impartially.
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(b) Amounts due from/ to related parties

Accounts Related party 12.31.1999 12.31.1998
Trade and other receivable Subsidiaries of Holding Company 3,822 564
Trade and other payable Associates 1,340 2,149

Receivable from Holding Company
(note23(b)) Holding Company 553,470 576,471

(c) Guarantee

The borrowing amounting to RMB 228,050,000 (1998:RMB 208,700,000) had been guaranteed by far mortgage the
Holding Company and the borrowing amounting of RMB 58,150,000 had been guaranteed by the Holding Company,
by the end of December 31,1999.

27.CAPTIAL EXPENDITURE

In accordance with the resolution of the Board of Directors dated April 17,2000, the Company will purchase
51% shares of a medical company which is held by the Holding Company, at the appraisal price which will be
confirmed by some national departments in charge. At the end of December 31,1999, the medical company®s net
assets was RMB 35,365,600.

28.SUMMARY OF DIFFERENCES BETWEEN IAS AND PRC GAAP

These financial statements are prepared in conformity with IAS, which are different from its statutory
financial statements, which are prepared in accordance with PRC GAAP.

The statutory financial statements for the year ended December 31,1999 reported profit after taxation of
RMB 26,460,663 and net assets at RMB 425,170,411. The principal 1AS adjustments made for profit after
taxation and net assets are as follows:

Profit after taxation Net assets
1999 12.31.1999
RMB*000 RMB*000
As reported under PRC GAAP 26,461 425,170
Adjustments to confirm IAS
-Reversal of goodwill and its related
amortization expenses 1,039 (3,118)
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As reported under IAS 27,500 422,052

28. LANGUAGE
The English text of the financial statements is a translated version for the convenience of English

readers and for reference only. The Chinese text of the financial statements will prevail over the
English text.
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