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23. O_Oél«»y
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© - 6,302,457.26 - 6,302,457.26
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OTY,E 3,308,774.45 25,209,829.04 - 28,518,603.49
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21, +Ed»0xA00LELYEP«ELOA | ALcryh3OOEEA0ATT2HPAUTOU | + 1« EYLELYA25% i £

OBRET
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24. 17 -0A&A0ES

+¥ TA
O»¥A%AYAABO»OAEREAEOOAERTPOAEYERO»ED
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YOEC+YEUY»ANES 109,077,880.26
YOECTAE ] - 0 0atwryihd (12,604,914.52)
YOECTAE | - T 1«Qatkd (6,302,457.26)
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FUAGT” - OABAGES 2,563,051.22

L UYL «EHOASTE-LEAQ - OAE°~ 0D U» AVEOETE+A0APA -~ OEA Yo LOVE»QYEXY00+A0F AL "+ TE-ALORT ™ - ORBAGEGHIPTEYTx+T12-OAE»U
i i E0U0»YAYAYARGERTPOAEYERO» EQE~+ UL« EYY:° FAXOL«EUTAE j -0 0aL«ryhdj ¢ - " L«0rlkdY:°ET0A0 0alwryhdC6pA E10 - OASAGES
0%T283,237,000.0002; £
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,000.0002{£_ATEAG-0A&-%° EPDELEY« O»aAUxYii£

25. 0+020uTAEQE®

+ TAO=020TREOEE - OAAAPEYECTAE®

Or¥YAYAYAAGO»OAEREAEDOA

E@pOAEYERD»ED
-px°TUEDY:°%01a - NEOEE
3y, 608,973,402.60
AUT0AG-¢ 49,638,472.74
AUTUASED 16,573,028.33
0;jECTUEUEOES 15,800,189.51
Ok 690,985,093.18

A EHO-0POUTAEOES - OAMADEVECTAED

0»¥%A%A%AABO»OAEREAEDDA

E@YPOAEYERO»ED
-px°TUED°%01a - NEOES
344U 608,830,251.09
AUTOAG-¢ 46,935,051 .54
AUTGASED 16,573,028.33
OlvE 672,338,330.96

26. 0+020pTR3EL
+ TAO+=020pTRA3E+Y:- OAAAPEYECTAE®

O»YAYAYAAGO»OAEREAEDOA

E@pOAEYERO»ED
-px°TUE(%:°%01a - N3E+Y,
3y, 499,330,478.07
AUTOAG-¢ 35,448,350.04

+_ YET WXC1ED
On¥A%AvARGTE

631,517,401.56
52,314,199.79
17,497,232.21
15,800,189.52

717,129,023.08

t ET YixC1ED
O»¥A%AvARGTE

631,374,250.06
49,610,778.59
17,497,232.21

698,482,260.86

+_ UET HXC1ED
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36,627,792.29
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AUTUASE(D 12,377,158.84 12,958,148.70 7,599,192.07
0;iECTUEUSE+ 5,779,550.50 5,779,550.50 -
Ok 552,935,537.45 573,865,164.63 600,165,110.92

YL «EY0+020pTA3ELY: - OAAAPEYECTAE®

O»¥A%AYAABO»OAEREAEDOA +_ YET WXC1ED
E@pOAEYERD»ED O»YAYARAABTE O»¥AvA°EAGYE

-px°TUED%:°%01a - N3ELY,
364U 510,778,448.42 529,947,643.49 555,896,690.02
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AUTGABED 12,377,158.84 12,958,148.70 7,599,192.07
OTYE 557,919,603.46 578,849,230.64 583,793,287.84
27. EAEOOUTAACGEG

4 TA + YET WXC1ED

AN
O»0AEREAEOOAE®TPOAEYERO»ED +s TAO»¥AvAvAAGYE + TAO»YAYA°EAGYE

YYES-pTA-N
(.#x¢31(e)) 24,466,341.00 24,466,341.00 -
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Ok 25,454,418.33 25,469,493.54 2,448,239.06
28. 2KTi-NOA

Y 1A

O»¥AvAYAAS +_ YE hXC1ED
O»0AEREAEOOAERTPOAEYERO»ED i 1A O»%A%AYAAGTE i TA O»vAYA°EAGYE

A0T¢0836
£ hx¢31(e)£0 17,763,815.37 18,129,616.07 5,175,518.65
YOECANTCEOEE
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£ hx¢31(e)£0 (28,456,975.31) (28,467,486.58) (1,596,552.
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TTA;,  3Es%-~ E O TxEEQO= 3E4y,. " E 0= O£
3ofUITxE - - - - (810,747.46) (810,747
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(c) “&0U;POE1@TppALgAR - YEUSOLE - Y»OE Omti® Fatar
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£-°0F ; OFOA
£ hx¢(1)£0 3,219,111.79 3,219,111.79 1,557,423.49
4 1A O»YAYALAAGO»OA t JMET Y%xC1ED
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heeT
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119 xE20£-90p 26,542,915.75
OUy "103] 12,414,222.50
(21N 1,520,403.08
3of0” g1~ -NOA 364,944.94
A%, T (30,000,000.00)
0}, M0E:T (197,326.97)

[44]



SHANGHAI MATSUOKA Corporation

0}. TtoxE

0! 9.£AG-N
OV»E°hd

EAEGOY T¢T
3of(0gDD%e T
EUEYLEY«E O
EO1op+EQ0Y»XE20

YOEO3EULEE  TIXE2TTT

E61ou.
YOECEQLOU+EOX 0L «EY:
E0300PUA»B+OXES

EQ1ox01«EHOOT O%O¥mA+30 £~
¢ UBYEULOPAUA»BOXEHD

(300.
(541,103.
(60,175.
(624,921
(33,845,901
(15,000, 000.
(5.886,310.

122,896,418
57,842,773

180,739,192

(28,830,256.

151,908,935.

00)
18)
19)

.88)
.45)

00)
90)

AT
.53

.00

24)

[45]



SHANGHAI MATSUOKA Corporation

EOYEE" & Cralft +TYC»alft +1 _¥xCE U3 14£0

SHANGHAT MATSUOKA COMPANY LIMITED
AND ITS SUBSIDIARIES
(Incorporated in the People®s Republic of China)

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD FROM 14TH JANUARY, 1999
(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999

TOGETHER WITH AUDITORS® REPORT
AUDITORS® REPORT

To the Shareholders of
Shanghai Matsuoka Company Limited:

We have audited the accompanying consolidated balance sheet of Shanghai Matsuoka Company Limited (hereinafter

referred to as the "Company'), and its subsidiaries (hereinafter collectively referred to as the "Group') as o
f 31st December, 1999, and the related consolidated statements of income, changes in shareholders® equity and

cash flows for the period from 14th January, 1999 (date of incorporation) to 31st December, 1999. These conso
lidated financial statements are the responsibility of the Group®s management. Our responsibility is to expre
ss an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing issued by the International Fede
ration of Accountants. Those Standards require that we plan and perform the audit to obtain reasonable assura
nce 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 inc
ludes assessing the accounting principles used and significant estimates made by management, as well as evalua
ting the overall financial statement presentation. We believe that our audit provides a reasonable basis for

our opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Group as of 31st December, 1999, and the consolidated results of its operations and its cash f

lows for the period from 14th January, 1999 to 31st December, 1999 in accordance with International Accounting
Standards issued by the International Accounting Standards Committee.

Hong Kong, China
7th April, 2000

SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
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CONSOLIDATED INCOME STATEMENT
FOR THE PERIOD FROM 14TH JANUARY,

1999

(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi (“'RMB™),

except for earnings per share)

Note
SALES, net 3, 22
COST OF SALES 22

GROSS PROFIT

OTHER OPERATING INCOME 22

From 14th January, 1999

to 31st December,
1999

690,985

(552,935)

138,050

25,454

SELLING, GENERAL AND ADMINISTRATIVE

EXPENSES

PROFIT FROM OPERATIONS

FINANCE COST 4, 22

INCOME FROM ASSOCIATED COMPANIES

OTHERS, NET

PROFIT BEFORE TAXATION AND
MINORITY INTERESTS 5

TAXATION 6

PROFIT AFTER TAXATION
BUT BEFORE MINORITY INTERESTS

(61,331)

102,173

10,693

5,280

(1,788)

116,358

(2,852)

113,506

[47]

Pro forma (Note 1)

1999

717,129

(573, 865)

143,264

25,469

(62,881)

105,852

10,337

5,280

(1,803)

119,666

(2,852)

116,814

1998

796,931

(600, 165)

196,766

2,448

(33,623)

165,591

(3,579)

8,857

104

170,973

(19,651)

151,322
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MINORITY INTERESTS (5,061) (5,061) (2,737)
PROFIT AFTER TAXATION 23 108,445 111,753 148,585
EARNINGS PER SHARE 7 RMB 0.31 RMB 0.32 RMB 0.61

The accompanying notes form an integral part of this consolidated financial statement.
SHANGHAI MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

AS OF 31ST DECEMBER, 1999

(Amounts expressed in thousands of Renminbi)

Note ASSETS

Non-current assets

Fixed assets, net 8 363,402
Construction-in-progress 9 92,457
Land use rights, net 10 24,986
Deferred assets, net 11 4,140
Investments in associated companies 12 60,804
Goodwill, net 13 58,806
Total non-current assets 604,595
Current assets

Inventories, net 14 77,316
Accounts receivable, net 15 36,605
Due from related parties 22 94,597
Other receivables, net 16 33,892
Prepayments 11,496
Other current assets 865
Cash on hand and at banks 17 523,441
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Total current assets 778,212
TOTAL ASSETS 1,382,807
SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET (CONTINUED)

AS OF 31ST DECEMBER, 1999

(Amounts expressed in thousands of Renminbi)

Note SHAREHOLDERS®™ EQUITY AND LIABILITIES

Capital and reserves

Share capital 18 353,500
Reserves 19 248,179
Total shareholders®™ equity 23 601,679
Minority interests 29,025

Non-current liabilities
Long-term bank loans 21 55,000

Current liabilities

Accounts payable 27,576
Accruals and other current liabilities 63,736
Due to related parties 22 36,133
Salaries payable 21,924
Taxes payable 6 30,429
Dividends payable 20 81,305
Short-term bank loans 21 436,000
Total current liabilities 697,103
TOTAL SHAREHOLDERS® EQUITY AND LIABILITIES 1,382,807

The accompanying notes form an integral part of this consolidated financial statement.
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SHANGHAI MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN
SHAREHOLDERS® EQUITY
FOR THE PERIOD FROM 14TH JANUARY, 1999

(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi)

Note Share Capital
capital reserve

Balance as of
14th January,
1999 353,500 217,730

Profit after
taxation 20 - -
Profit appropriations

- Statutory surplus

reserve fund 19 - -
- Statutory public

welfare fund 19 - -
- Discretionary

surplus reserve

fund 19 - -
- Dividends 20 - -

Balance as of
31st December,
1999 353,500 217,730

Statutory
surplus

3,309

12,604

15,913

Reserves

Statutory Discretionary

public surplus
reserve welfare
fund fund
6,302 -
- 6,302
6,302 6,302

[50]

priated
reserve
fund

108,445

(12,604)

(6,302)

(6,302)

(81,305)

1,932

Unappro-

Total
reserves
earnings

221,039

108,445

Total
shareholder
equity

574,539

108,445

(81,305) (81,305)

248,179 601,679
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The accompanying notes form an integral part of this consolidated financial statement.
SHANGHAI MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM 14TH JANUARY, 1999

(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi)

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit before taxation and minority interests 116,358
Adjustments for:

Provision for doubtful debts 2,242
Provision for inventory obsolescence 1,210
Depreciation of fixed assets 29,661
Loss on disposals of fixed assets 1,384
Amortization of land use rights 333
Amortization of deferred assets 634
Amortization of goodwill 4,701
Share of profits from associated companies (5,280)
Interest expense 17,764

Interest income (28,457)
Increase in inventories (5,918)
Decrease in accounts receivable 9,180

Decrease in due from related parties 73,768

Decrease in other receivables 33,573

Increase in prepayments (6,535)
Decrease in other current assets 521

Decrease in accounts payable (1,866)
Increase in accruals and other current liabilities 29,519

Decrease in due to related parties (85,924)
Increase in salaries payable 7,872

Increase in taxes payable 1,093

Cash generated from operations 195,833

Interest paid (18,071)

Income tax paid (4,433)
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Net cash generated from operating activities 173,329

SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE PERIOD FROM 14TH JANUARY, 1999

(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi)

CASH FLOWS FROM INVESTING ACTIVITIES:

Increase in pledged time deposits (157,307)
Acquisition of subsidiaries (Note (a)) (151,908)
Increase in investments in associated companies (22,317)

Acquisition of fixed assets, and construction-in-progress (177,224)

Acquisition of land use rights and deferred assets (4,330)
Proceeds from disposals of fixed assets 296
Interest received 20,416
Net cash used in investing activities (492,374)

CASH FLOWS FROM FINANCING ACTIVITIES:

Increase in long-term bank loans 40,000
Increase in short-term bank loans, net of repayments 280,531
Capital injection from minority interests 10,092
Dividends paid to minority shareholders (2,192)
Net cash generated from financing activities 328,431
NET INCREASE IN CASH AND CASH EQUIVALENTS 9,386

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD (Note (b)) 356,478

CASH AND CASH EQUIVALENTS, END OF PERIOD (Note (b)) 366,134

The accompanying notes form an integral part of this consolidated financial statement.

SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE PERIOD FROM 14TH JANUARY, 1999
(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi)

() On 1st October, 1999, Shanghai Jinmao Printing Co., Ltd., a subsidiary of the Company, acquired 75% eq
uity interest in Zhejiang Matsuoka Yinwu Printing Co., Ltd. and 100% equity interest in Shanghai Pudong Printi
ng Factory from Pinghu Matsuoka Industry Development Co., Ltd. The fair values of assets acquired and liabili

ties assumed were as follows:

As of 1st October, 1999

Fixed assets, net 26,543
Construction-in-progress 12,414
Deferred assets, net 363
Inventories, net 2,414
Accounts receivable 12,720
Due from related parties 118,955
Other receivables 1,672
Prepayments 2,710
Other current assets 97
Cash and cash equivalents 28,831
Long-term bank loans (15,000)
Accounts payable (183)
Accruals and other current liabilities (1,119)
Due to related parties (31,991)
Salaries payable (541)
Taxes payable (625)
Short-term bank loans (30,000)
Minority interests (5,859)
Net assets at date of acquisition 121,401

Add: Goodwill 59,338

Acquisition considerations 180,739

Less: Cash and cash equivalents acquired (28,831)

Net cash outflows for acquisition of
subsidiaries, net of cash and
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cash equivalents acquired 151,908

SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE PERIOD FROM 14TH JANUARY, 1999

(DATE OF INCORPORATION) TO 31ST DECEMBER, 1999 (NOTE 1)

(Amounts expressed in thousands of Renminbi)

(b Analysis of the balances of cash and cash equivalents
31st December, 1999 14th January, 1999
Cash on hand and at banks 523,441 356,748
Less: Pledged time deposits (157,307) -
Cash and cash equivalents 366,134 356,748

SHANGHAT MATSUOKA COMPANY LIMITED AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF 31ST DECEMBER, 1999

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

1.0RGANIZATION AND BASIS OF PRESENTATION

Shanghai Matsuoka Company Limited (the "Company'), a joint stock limited company, was incorporated in the Peop
le"s Republic of China (the "PRC") on 14th January, 1999.

Pinghu Matsuoka Industry Development Co., Ltd. (formerly known as "Zhejiang Pinghu Xincang No. 1 Garments Fact
ory", hereinafter collectively referred to as "Pinghu Development™), Zhejiang Pinghu Xincang No. 2 Garments Fa
ctory ("Xincang No. 2 Factory'), Pinghu Yonghua Garments Co., Ltd. (formerly known as "Zhejiang Pinghu Xinmiao
No. 2 Garments Factory", hereinafter collectively referred to as "Yonghua Garments') and Zhejiang Pinghu Huan
ggu Garments Factory (“Huanggu Factory') act as domestic promoters, together with foreign promoters, Matsuoka
Corporation (“"Matsuoka Corp.'"), ROMA Trading Company Limited (“'ROMA™) and shareholders of domestically listed
foreign investment shares (''B shares'™) to incorporate the Company by way of subscription.

The Company is incorporated by cash injected by the shareholders of B shares and by assuming all the assets an
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d liabilities of the following first seven companies, 59.4% of net assets of Jiaxing Matsuoka Bleaching and Dy
eing Co., Ltd., and 40% of net assets of Zhejiang Matsuoka Printing Co., Ltd., from the promoters, in exchange
for the issuance of its shares:

Company name Date of registration Registered capital Principal activity

Matsuoka Industry (Group)
Co., Ltd.
(""Matsuoka Industry™) 9th August, 1993 RMB26,000,000 Production and sale of
work wear and administrative
and management services for
other joint ventures

Zhejiang Matsuoka

Garments Co., Ltd.

(""Matsuoka Garments'™)  23th November, 1990 usb2,000,000 Production and sale of work
wear

Jiaxing Roma
Garments Co., Ltd.
(""Jiaxing Roma') 22nd September, 1992 usb2,120,000 Production and sale of shirts

Jiaxing Jicheng

Garments Co., Ltd.

("Jiaxing Jicheng'™) 7th May, 1993 usb1,247,000 Production and sale of jeanswe
ar

Jiaxing Songgang

Garments Co., Ltd.

(""Jiaxing Songgang') 3rd May, 1993 usb1,247,000 Production and sale of sports
wear and trousers

Jiaxing Matsuoka

Textiles Co., Ltd.

(""Matsuoka Textiles'™) 8th December, 1995 usb4,650,000 Production and sale of work we
ar

Shanghai Matsuoka

Industry Development

Co., Ltd.
(""Matsuoka Development')4th July, 1997 RMB80, 000,000 Production and sale of "J.R. M
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AROTT" menswear and retail sal

es
Jiaxing Matsuoka

Bleaching and Dyeing

Co., Ltd.

(""Matsuoka Bleaching

and Dyeing") 4th April, 1994 usb1,800,000 Provision of bleaching and dye

ing process for the Group

Zhejiang Matsuoka
Printing Co., Ltd.
(""Matsuoka Printing'™) 22nd September, 1992 usb9, 200,000 Provision of printing services

As of 31st December, 1999, except for Matsuoka Bleaching and Dyeing and Matsuoka Printing which became the Com
pany"s subsidiary and associated company respectively, the business of the companies are conducted through ope
rating divisions of the Company. The Company, Matsuoka Bleaching and Dyeing , other newly set up subsidiaries

in 1999 and newly acquired subsidiaries in 1999 (Note 2(a)) are collectively referred to as the Group. The G
roup is principally engaged in clothes and printing works.

The Company issued 243,500,000 state-owned shares and legal person shares to the promoters, with a par value o
f RMB 1 each, in exchange for the revalued net assets of the operating divisions of the Group as of 31st Augus
t, 1997, amounting to RMB 341,609,500, which were approved by the Ministry of Finance on 6th May, 1998.

On 20th July, 1998, China Securities Regulatory Commission approved the issuance of 110,000,000 B shares, whic
h were listed on the Shanghai Stock Exchange on 18th January, 1999, with a par value of RMB 1 each.

The accompanying consolidated income statement included the net profit for the period from 14th January, 1999
(date of incorporation) to 31st December, 1999. The net profit before the incorporation of the Company was no
t included in the consolidated income statement therein.

For comparative purpose, the board of directors of the Company is of the opinion that the pro forma consolidat
ed income statements for the years ended 31st December, 1999 and 1998 should be prepared. The pro forma conso

lidated income statements for the years ended 31st December, 1999 and 1998 were prepared as if the Group™s str
ucture had been in existence throughout the years.

2. PRINCIPAL ACCOUNTING POLICIES
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The accompanying consolidated financial statements had been prepared in accordance with International Accounti

ng Standards ("IAS™). This basis of accounting differs in certain respects from that used in the preparation o

f the Group®s statutory accounts which were prepared in accordance with PRC Accounting Standards for Enterpris

es and Accounting Regulations for Joint Stock Limited Companies (“'Statutory Accounts™). The principal adjustme

nts made to conform the Statutory Accounts of the Group to IAS are showed in Note 23.

The principal accounting policies in preparing the consolidated financial statements of the Group to conform t

o IAS are as follows:

Basis of consolidation

@

As of 31st December, 1999, the consolidated financial statements included the financial statements of the Comp

any and its subsidiaries as follows:

Name of subsidiary
companies Country of incorporation/
operation and date of

establishment

Matsuoka Bleaching

and Dyeing PRC,4th April, 1994

Shanghai Jinmao
Printing Co., Ltd.
(""Jinmao Printing'™)

PRC, 6th August, 1999

Zhejiang Matsuoka
Yinwu Printing Co.,
Ltd. (“zZhejiang Yinwu'™) PRC, 1st July, 1996

Shanghai Pudong PRC,12th October, 1993
Printing Factory

(""Pudong Printing™)

Registered Investment Percentage of Principal
capital amount of equity interest activities
the Group

usb 1,800,000 USD 1,069,200 59.40% Provision of
bleaching
(direct) and dyeing pr

ocess for the
Group

RMB 210,000,000 RMB 155,848,900 74.21%
(direct)
services and production and sales

Provision of
printing

of printing machinery

usb 15,000,000 USD 11,250,000 55.66%

(indirect) rinting service

Provision of p

RMB 30,000,000 RMB 30,000,000 74.21%

(indirect) rinting service

Provision of p
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Zhejiang Matsuoka

Industry Develop Co.,

Ltd. ("Zhejiang Develop'™)PRC, 28th June, 1999 Usb 12,265,000 USD 12,048,200 98.23% Production and
(direct) sale of clothes

The consolidated financial statements include the financial statements of the Company and its subsidiaries. Al
I material intra-group transactions and balances are eliminated upon consolidation.

(b)Goodwill

Goodwill represents the difference between the costs of acquisition and the proportionate equity of the invest
ee when a stock is acquired, and is amortized over five years using straight-line method.

(c)Subsidiary

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

(d) Associated company

An associated company is defined as a company not being a subsidiary, in which the Company holds, directly or
indirectly, not less than 20% nor more than 50% equity interest as a long-term investment and is able to exerc
ise significant influence on this company.

Investments in associated companies are accounted for under the equity method.

(e) Provision for doubtful debts

Provision for doubtful debts is provided based on the collectibility of the receivables.

) Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation. The cost of an asset comprises its purchase pr
ice and any directly attributable costs of bringing the asset to its working condition and location for its in
tended use.

Expenditure incurred after fixed asset have been put into operation, is recognized as an expense in the period

in which it is incurred. In situations where it is probable that the expenditure has resulted in an increase
in the future economic benefits expected to be obtained from the use of the asset, the expenditure is capital
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ized as an additional cost of the fixed asset.

Depreciation is calculated using the straight-line method to write off the cost, after taking into account the
estimated residual value of 10% of cost, of each asset over its expected useful life. The expected useful li
ves are as follows:

Years
Buildings 16-28 years
Plant and machinery 6-15 years
Motor vehicles 5-9 years
Furniture, fixtures and equipment 4-12 years

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

() Construction-in-progress

Construction-in-progress represents buildings under construction and machinery under installation and testing
and is stated at cost. This includes costs of construction, machinery and other direct costs.

(h) Land use rights

Land use rights are stated at cost less accumulated amortization. Amortization is calculated using the straig
ht-line basis over fifty years.

O) Deferred assets

Deferred assets mainly represent virescence expenditures of plant areas and are stated at cost less accumulate
d amortization. Amortization is calculated using the straight-line basis over five years.

a) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost, calculated on weighted average ba
sis, comprises materials and, where applicable, direct labor and an appropriate proportion of all production o
verhead expenditure. Net realizable value is determined on the basis of estimated selling prices less the est
imated costs of completion and related selling and distribution expenses. Provision is made for obsolete, slo

w-moving or defective items where appropriate.

() Revenue recognition
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(i) Sales of goods

Sales represents the invoiced value (excluding value added tax) net of returns, and is recognized when the own
ership of goods have been transferred to the buyer.

(i) Processing income
Processing income is recognized when services are rendered.

(iii) Interest income

Interest income is recognized on a time proportion basis on the principal outstanding at the rate applicable.
) Taxation
The Company and its subsidiaries provide for Enterprise Income Tax ("EIT™) on the basis of its statutory profi
t for financial reporting purposes, adjusted for income and expense items which are not assessable or deductib
le for EIT purposes and after considering all available tax benefits.

Other taxes are provided in accordance with the prevailing PRC Tax regulations.

Deferred taxation is provided under the balance sheet liability method in respect of significant temporary dif
ferences arising from differences between the tax base of an asset or liability and its carrying amount in the
balance sheet. Deferred tax assets are recognized to the extent that it is probable that sufficient taxable

profit will be available against which the deductible temporary differences can be utilized.

(m) Foreign currency translation

The Company and its subsidiary maintain its books and records in RMB, which is not a freely convertible curren

cy. Transactions in other currency are translated into RMB at the exchange rates prevailing at the time of th

e transactions. Monetary assets and liabilities denominated in other currencies at the balance sheet date are
re-translated at the exchange rates prevailing at that date. Non-monetary assets and liabilities denominated
in other currencies are translated at historical rates. Exchange differences are included in the current yea

r's net income.

() Related parties

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

(o) Cash and cash equivalents

Cash represents cash in hand and deposits with any banks or other financial institutions, which are repayable
on demand.

Cash equivalents represent short-term, highly liquid investments which are readily convertible into known amou
nts of cash and which are within three months of maturity when acquired.

(P Retirement scheme

The Group™s contributions to defined contribution plans are charged to income statement as incurred.

3. REVENUE
Revenue comprised:
From 14th January,
1999 to 31st December, Pro forma (Note 1)
1999 1999 1998

RMB*000 RMB*000 RMB*000

Sales of clothes and processing fee

- Export 608,974 631,518 758,570
- Domestic,
wholesale 49,638 52,314 27,106
- Domestic,
retail 16,573 17,497 11,255
Sales of
printing works 15,800 15,800 -
690,985 717,129 796,931
4. FINANCE COST
From 14th January, 1999 to 31st December, Pro forma (Note 1)
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1999 1999 1998
RMB*000 RMB*000 RMB*000
Interest income
- Bank deposits 8,900 8,910 1,596
- Related parties 19,557 19,557 -
28,457 28,467 1,596
Interest expense
- Bank loans 17,741 18,094 4,855
- Related party 313 326 320
Less: Amount capitalized as
construction-in-progress (290) (290) -
17,764 18,130 5,175
10,693 10,337 (3,579)
5. PROFIT BEFORE TAXATION AND MINORITY INTERESTS

Profit before taxation and minority interest was determined after charging or crediting the following items:

From 14th January, 1999 to 31st December, Pro forma (Note 1)
1999 1999 1998
RMB*000 RMB*000 RMB*000

After charging:
Depreciation of fixed assets 29,661 30,716 26,522
Amortization of

- goodwill on consolidation of subsidiaries3,576 3,576 -

- goodwill in associated companies 1,125 1,125 -

- deferred assets 634 661 667

- land use rights 333 387 288
Contribution to statutory pension scheme (a)5,089 5,229 4,080
Provision for staff welfare (b) 2,850 2,928 2,389
Provision for doubtful debts 2,242 2,242 -
Provision of inventory obsolescence 1,210 1,210 -
Foreign exchange loss, net 558 542 -
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After crediting:
Income from technical service

(Note 22(b)) 24,466 24,466 -
Foreign exchange gain, net - - 138

(@ Statutory pension scheme

The Group participates in a defined contribution pension plan administered by a government agency. The Group
is required to make a contribution to the pension plan at 25% of the standard salaries specified by local regu
lation. The Group has no other obligation for the payment of pension benefits beyond the contribution describ
ed above.

(b Staff welfare

Provision for staff welfare is made based on 14% of the standard salaries specified by local regulations.

6. TAXATION

€)) Valued-added tax ("VAT™)

The Group is subject to VAT, which is levied at 17% on the gross turnover upon sale or purchase of goods. Inp
ut VAT paid on purchases of raw materials, semi-finished products, etc., may be used to offset the VAT payable
on sales to determine the net VAT payable. VAT is not included in the consolidated income statement.
Pursuant to a document issued by the State Taxation Bureau of Ping Hu City in April 1998, for those foreign in

vestment enterprises within the Group set up before 1994, imported materials under contract processing and imp

ort processing and exported processed goods are exempt from VAT up to 31st December, 1999.

(b) Enterprise income tax (“EIT™)

From 14th January, 1999 to 31st December, Pro forma (Note 1)
1999 1999 1998
RMB*000 RMB*000 RMB*000
Current income tax 8,822 8,822 18,546
Financial refund (7,278) (7,278) -
Share of tax of associated companies 1,308 1,308 1,105
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2,852 2,852 19,651

As of 31st December, 1999, Matsuoka Industry, Matsuoka Garments, Jiaxing Roma, Jiaxing Jiecheng, Jiaxing Songg
ang, Matsuoka Textiles and Matsuoka Development still maintained their status as independent legal tax persons

The Company is a foreign invested joint stock limited company as approved by the Shanghai Foreign Investment C
ommission. According to relevant tax laws and regulations, foreign invested production enterprises can enjoy f
ull exemption from EIT for first two years and a 50% reduction in the next three years, commencing from the fi
rst profitable year after offsetting available tax losses carried forward from previous years. In addition, f
oreign invested production enterprises located in the Coastal Open Economic Zone are subject to preferential E
IT at the rate of 24% plus the local income tax. Shanghai belongs to the Coastal Open Economic Zone. Accordin
gly, pursuant to the approval document (1999) No. 35 issued by Jing An District Government, the Company is ent
itled to the above preferential tax treatment, with full exemption from income tax for the years 1999 and 2000
, and a 50% reduction for the next three years ended 2003.

Matsuoka Industry, Matsuoka Garments, Jiaxing Roma, Jiaxing Jicheng, Jiaxing Songgang and Matsuoka Textiles ar
e exported-oriented enterprises. Pursuant to the relevant tax rules and regulations, the applicable EIT is 24
% and these companies are entitled to a 50% reduction in the years when the export value is more than 70% of t
he total turnover. In year 1999, all of these companies are entitled to such preferential treatment. The app
licable tax rate is thus 12%. In addition, pursuant to relevant documents issued by the Pinghu People®s Gover
nment, these companies were entitled to a financial refund of full amount of EIT, commencing from the date of
the listing of the Company®s B shares. However, according to Circular Guofa (2000) No. 2 issued in January 200
0, effective from 1st January, 2000, the above financial refund would require approval from the State authorit

y.

Matsuoka Bleaching and Dyeing, Matsuoka Printing, Zhejiang Yinwu and Zhejiang Develop are foreign investment e
nterprises. Pursuant to relevant tax laws and regulations, the applicable rate of EIT is 24% and these compan
ies are entitled to full exemption from EIT for the first two years and 50% reduction for the next three years
, commencing from the first profitable year after offsetting all tax losses carried forward from the previous
five years.

Matsuoka Development is registered in Pudong New District of Shanghai. Pursuant to certain approval notices i
ssued by Pudong Finance and Tax Bureau, the applicable rate of EIT of Matsuoka Development is 15%. Matsuoka D
evelopment is entitled to full exemption from EIT for 1998 and has been granted a financial refund equivalent

to the amount of EIT paid for 1999, and equivalent to 7.5% of taxable income in respect of EIT paid for 2000.

However, according to Circular Guofa (2000) No. 2 issued in January 2000, effective from 1st January, 2000, th
e above financial refund would require approval from the State authority.

Pudong Printing is registered in Pudong New District of Shanghai. Pursuant to certain approval notices issued
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by Pudong Finance and Tax Bureau, the applicable rate of EIT of Pudong Printing is 15%, and Pudong Printing i
s also entitled to full exemption from EIT for the two years ended 31st December, 1999 and 2000. However, acco
rding to Circular Guofa (2000) No. 2 issued in January 2000, effective from 1st January, 2000, the above prefe
rential treatment would require approval from the State authority.

Jinmao Printing is subject to EIT levied at a rate of 33%. Jinmao Printing is still in a loss position for the
year ended 31st December, 1999.

The applicable EIT rates for the year ended 31st December, 1999 are as follows:

EIT rates

The Company -
Matsuoka Industry -
Matsuoka Garments -
Jiaxing Roma -
Jiaxing Jicheng -
Jiaxing Songgang -
Matsuoka Textiles -
Matsuoka Development -
Matsuoka Bleaching and Dyeing 12%
Zhejiang Develop -
Zhejiang Yinwu 12%
Pudong Printing -
Matsuoka Printing 24%
Jinmao Printing 33%

©) The reconciliation between current tax expenses and the profit before taxation and minority interests
multiplied by the applicable tax rate is as follows:

From 14th January, 1999 to 31st December, Pro forma (Note 1)

1999 1999 1998
RMB*000 RMB*000 RMB*000
Profit before taxation and minority interests 116,358 119,666 170,973
Tax at the applicable rate of 0% (1998: 12%) - - 20,517
Effect of different tax rates for subsidiaries 1,544 1,544 (1,865)

Effect of different tax rates for
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associated companies 1,308 1,308 1,105
Others - - (106)
Current tax expenses 2,852 2,852 19,651
7. EARNINGS PER SHARE
From 14th January, 1999 to 31st December, Pro forma (Note 1)
1999 1999 1998
RMB*000 RMB*000 RMB*000
Earnings per share RMB 0.31 RMB 0.32 RMB 0.61

The calculation of basic earnings per share was based on the profit after taxation of approximately RVMB 108,44

5,000 divided by the number of 353,500,000 shares in issue during the period from 14th January, 1999 to 31st D

ecember, 1999.

For comparative purposes, pro forma basic earnings per share for the full years of 1999 and 1998 were calculat

ed based on the pro forma full year profit after taxation of approximately RMB 111,753,000 and RMB 148,585,000
, and on the weighted average number of 349,582,192, and 243,500,000 shares as if the relevant shares had been
in issue throughout the years of 1999 and 1998.

No diluted earnings per share was presented as there was no effect on dilution.

8. FIXED ASSETS

Movement in fixed assets were as follows:

From 14th January, 1999 to 31st December, 1999

Plant and Moto Furniture, Fixtures and
Buildings Machinery Vehicles Equipment Total
RMB 000 RMB*000 RMB"000 RMB"000 RMB"000
Cost
Beginning of period 107,400 201,040 12,262 40,410 361,112

Additions arising from
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acquisition of

subsidiaries 1,596 26,434 1,844 1,122 30,996
Additions 69,129 17,961 8,901 1,480 97,471
Disposals - (2,731) (242) (544) (3,517)
End of period 178,125 242,704 22,765 42,468 486,062

Accumulated depreciation

Beginning of period 11,476 56,681 6,988 15,238 90,383
Additions arising from
acquisition of

subsidiaries 389 3,594 197 273 4,453

Charges 6,974 16,058 1,954 4,675 29,661
Disposals - (1,425) (142) (270) (1,837)
End of period 18,839 74,908 8,997 19,916 122,660

Net book value

End of period 159,286 167,796 13,768 22,552 363,402

Beginning of period 95,924 144,359 5,274 25,172 270,729

As of 31st December, 1999, certain buildings, machinery and equipment with an aggregate net book value of appr

oximately RMB 21,462,000 have been pledged as collateral for short-term bank loans (Note 21).

9. CONSTRUCT ION-IN-PROGRESS

From 14th January,
1999 to 31st December, 1999

RMB*000
Balance, beginning of period -
Additions arising from acquisition of subsidiaries 12,414
Additions 120,280
Transfer to fixed assets (40,237)
Balance, end of period 92,457

[67]



SHANGHAI MATSUOKA Corporation

As of 31st December, 1999, the balance of construction-in-progress includes capitalized interest of approximat
ely RMB 290,000.

10. LAND USE RIGHTS
31st December, 1999
RMB"000

Cost 25,770

Less: Accumulated amortization (784)

Net 24,986

As of 31st December, 1999, certain land use right with an aggregate net book value of approximately RMB 3,294,
000 has been pledged as collateral for short-term bank loans (Note 21).

11. DEFERRED ASSETS
31st December, 1999
RMB*000
Cost
- Virescence expenditures 3,612
- Others 1,162
4,774
Accumulated amortization
- Virescence expenditures (301)
- Others (333)
(634)
Net 4,140

12. INVESTMENTS IN ASSOCIATED COMPANIES
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Investments at cost (unlisted shares)
Share of post acquisition profits

Share of net assets other than goodwill
Share of goodwill

31st December, 1999

RMB*000

45,693
3,972

49,665
11,139

60,804

As of 31st December, 1999, the Company had the following associated companies:

Country of incorporation
and date of

Name establishment

Matsuoka PrintingPRC,
22nd September, 1992

Shanghai Matsuoka

Chi*ai Garments Co., Ltd.

("Chi"ai Garments')

(Note (a)) PRC, 24th August, 1999

Sichuan Xincai Printing Co.,
Ltd. (“"Xincai Printing")
(Note (b)) PRC,25th October, 1999

Beijing Silverpeony Printing
Co., Ltd. ("Beijing Silverpeony")
(Note (c)) PRC, 29th October, 1998

Percentage of
equity interest held

Dir

40%

50%

34%

ect Indirect

45%
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capital

uSD 9,200,000

RMB 1,000,000
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RMB 20,000,000
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activities

Provision of printing
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and printing machinery

Provision of printing

services
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(a) On 24th August, 1999, the Company contributed RMB 500,000 to set up Chi"ai Garments, together with other i
nvestors. The percentage of the equity interest held by the Company is 50%.

(b) On 25th October, 1999, the Company contributed RMB 2,380,000 to set up Xincai Printing, together with othe
r investors. The percentage of the equity interest held by the Company is 34%.

(c) On 1st October, 1999, Jinmao Printing, a subsidiary of the Company, acquired 45% equity interest in Beijin
g Silverpeony from Pinghu Development at the consideration of RMB 19,436,817.

13. GOODWILL

Goodwill on consolidation of subsidiaries
Less: Accumulated amortization

Net

14. INVENTORIES

Raw materials
Work-in-process
Finished goods

Less: Provision for inventory obsolescence

Net

15. ACCOUNTS RECEIVABLE

31st December, 1999
RMB*000

62,382
(3,576)

58,806

31st December, 1999
RMB*000

57,899
4,630

16,397

78,926
(1,610)

77,316

31st December, 1999
RMB*000
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Accounts receivable 37,672
Less: Provision for doubtful debts (1,067)
Net 36,605
16. OTHER RECEIVABLES

31st December, 1999

RMB*000
Other receivables 35,067
Less: Provision for doubtful debts (1,175)
Net 33,892
17. CASH ON HAND AND AT BANKS

31st December, 1999

RMB"000
Cash on hand 5,815
Cash at banks
- Saving deposits 340,226
- Fixed deposits 177,400

523,441

As of 31st December, 1999, fixed deposits amounting to USD 19,000,000 (equivalent to RMB 157,306,700) have bee
n pledged as collateral for short-term bank loans (Note 21).

18. SHARE CAPITAL

As of 31st December, 1999, the details of share capital were as follows:

Number of shares®000 RMB*000

State-owned shares 133,917 133,917
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Legal person shares 109,583 109,583

B shares 110,000 110,000
353,500 353,500

19. RESERVES

€)) Capital Reserve

In accordance with the provisions of the Company®"s articles of association, the Company shall record t
he following as capital reserve:

(i) share premium arising from the issue of shares in excess of par value; (ii) surpluses arising from revalu
ation of assets; and (iii) other items in accordance with the Company®s articles of association and relevant r
egulations in the PRC. Capital reserve can be utilized to offset prior years®" losses or for issuance of bonus
shares.

Share premium represents net assets acquired from promoters in excess of par value of the state-owned
shares and the legal person shares issued, and proceeds from the issuance of B shares in excess of their par v
alue, net of underwriting commissions, organization costs and professional fees.

(b Statutory Surplus Reserve Fund

In accordance with the Company Law and the Company®s articles of association, the Company and its subs
idiaries shall appropriate 10% of their annual statutory net profit (after offsetting any prior years® losses)
to the statutory surplus reserve fund account respectively. When the balance of such reserve reaches 50% of
each entity"s share capital, any further appropriation is optional. The statutory surplus reserve can be util
ized to offset prior years® losses or to issue bonus shares. However, such statutory surplus reserve must be
maintained at a minimum of 25% of share capital after such issuance.

©) Statutory Public Welfare Fund

According to the relevant financial regulations of the PRC and the Company®s articles of association,
the Company and its subsidiaries are also required to allocate 5% to 10% of their annual statutory net profit
(after offsetting any prior years" losses) to the statutory public welfare fund to be used for the collective

welfare of their employees.

(d) Discretionary Surplus Reserve Fund
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As stated in the Company®"s articles of association, the Company and its subsidiaries can appropriate t
heir annual statutory net profit to the discretionary surplus reserve fund after the appropriation of statutor

y surplus reserve fund and statutory public welfare fund.

For the period from 14th January, 1999 to 31st December, 1999, the board of directors have recommended that 10
%, 5% and 5% of statutory profit after taxation of each entity be appropriated to statutory surplus reserve fu
nd, statutory public welfare fund and discretionary surplus reserve fund. The appropriations are subject to t
he approval by shareholders at general meetings.

20. UNAPPROPRIATED EARNINGS

In accordance with the Company"s articles of association, provisions of statutory surplus reserve fund and sta
tutory public welfare fund should be based on profit after taxation determined in accordance with PRC accounti
ng standards and regulations. The amount of profit available for distribution to the shareholders shall be de
termined based on the lower of the retained earnings determined under the accounting principles and financial
regulations applicable in the PRC and that determined under IAS.

An analysis of the appropriation to statutory surplus reserve fund, statutory public welfare fund and discreti
onary surplus reserve fund as of 31st December, 1999 in the Statutory Accounts and consolidated financial stat

ements prepared under IAS was as follows:

From 14th January, 1999
to 31st December, 1999

Statutory accounts Accounts under 1AS

RMB*000 RMB*000
Profit after taxation for the period 109,078 108,445
Appropriation to statutory surplus reserve fund (12,604) (12,604)
Appropriation to statutory public welfare fund (6,302) (6,302)
Appropriation to discretionary surplus reserve fund (6,302) (6,302)
Unappropriated earnings, beginning of period - -
Unappropriaed earnings available for distribution 83,870 83,237
Proposed dividends (81,305) (81,305)
Unappropriated earnings, end of period 2,565 1,932

As of December 31, 1999, the unappropriated earnings available for distribution was approximately RMB 83,237,0
00.
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The board of directors of the Company proposed dividends of RMB 0.23 per share amounting to RMB 81,305,000 for
the period from 14th January, 1999 to 31st December, 1999. The proposed dividend distribution is subject to
approval by the shareholders at general meeting.

21. LOANS

€)) Short-term bank loans

31st December, 1999

RMB 000
Short-term bank loans
- secured 242,800
- unsecured 193,200
436,000

As of 31st December, 1999, all short-term bank loans bear interest at rates ranging from 5.58% to 7.02% per an
num.

Short-term bank loans of RMB 242,800,000 were secured by the following:

(i) the Group"s fixed deposits amounted to USD 19,000,000;

(ii) the Group®s buildings, machinery and equipment and land use right with an aggregate net book value of app
roximately RMB 24,756,000 on mortgage;

(iii) guarantee by Matsuoka Printing; and

(iv) guarantee by Huanggu Factory.

() Long-term bank loans

31st December, 1999
RMB*000

Long-term bank loans - unsecured 55,000
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As of 31st December, 1999, the long-term bank loans bear interest at rates ranging from 6.03% to 6.63% per ann

um.
22. RELATED PARTY TRANSACTIONS

() Name and nature of related parties

Name Relationship with the Company

Pinghu Development Promoter of the Company

Xincang No.2 Factory Promoter of the Company

Huanggu Factory Promoter of the Company

Yonghua Garments Promoter of the Company

Matsuoka Corp. Promoter of the Company

ROMA Promoter of the Company

Matsuoka Printing Associated company of the Company
Beijing Silverpeony Associated company of the Company

Jiaxing Aisi Garments Co., Ltd.
("Aisi Garments™) Subsidiary of Xincang No.2 Factory
Shanghai Matsuoka Garments Co.,
Ltd. (“Shanghai Matsuoka Garments')
Subsidiary of Xincang No.2 Factory

(b Significant related party transactions

From 14th January, 1999
to 31st December, pro forma (Note 1)

1999 1999 1998
RMB*000 RMB*000 RMB 000

Sales of finished goods and processing fee income

- Matsuoka Corp. 512,855 531,384 623,963

- ROMA 40,621 44,635 72,749

- Xincang No.2 Factory 1,645 1,645 -
555,121 577,664 696,712
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Purchases of raw materials

- Matsuoka Corp. 232,261 243,302 326,268

- ROMA 7,161 7,161 29,279

- Beijing Silverpeony 6,129 6,129 -
245,551 256,592 355,547

Processing fee expenses
- Aisi Garments (Note (1)) 15,484 16,022 13,283

Management fee income
- Aisi Garments (Note (1)) 3,219 3,219 1,557

Loans to
- Pinghu Development

(Note (i1)) 151,000 151,000 -

- Beijing Silverpeony
(Note (ii1)) 10,000 10,000 -
161,000 161,000 -

Interest income
- Pinghu Development

(Note (i1)) 19,237 19,237 -

- Beijing Silverpeony
(Note (ii1)) 320 320 -
19,557 19,557 -

Interest expense

- Huanggu Factory (Note (iv)) 313 326 320
From 14th January, 1999 to 31st December, Pro forma (Note 1)
1999 1999 1998
RMB*000 RMB*000 RMB*000

Income from technical service

- Zhejiang Yinwu (Note (Vv)) 7,425 7,425 -
- Pudong Printing (Note (v)) 9,035 9,035 -
- Beijing Silverpeony
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(Note (Vv)) 8,006 8,006 -
24,466 24,466 -
Rental income
- Matsuoka Printing
(Note (vi)) 365 365 -
O) The Group subcontracted certain orders to Aisi Garments for processing. During the year ended 31st De
cember, 1999, the Group charged management fee to Aisi Garments at USD 0.35 per unit (1998: USD 0.20 per unit)
(i) The Group entered into an agreement with Pinghu Development, to advance loans to Pinghu Development, b

earing interest at the rate of 12.74 % per annum.

(iii) Beijing Silverpeony borrowed approximately RMB 10,000,000 from Zhejiang Yinwu. The loan bore interest
at the rate of 9.6% per annum, with no fixed repayment terms.

(iv) Jiaxing Jicheng borrowed a loan from Huanggu Factory, bearing interest at the rate of 8.37% with no fi
xed repayment terms.

) During the period from 1st January, 1999 to 30th September, 1999, the Group received technical service
fees from Zhejiang Yinwu, Pudong Printing and Beijing Silverpeony for services rendered.

(vi) Matsuoka Printing entered into an operating lease with the Company to lease office buildings from the
Company .

©) Balances with related parties

Due from related parties

31st December,

1999
RMB*000
Pinghu Development 58,460
Matsuoka Corp. 19,356
Beijing Silverpeony 14,289
Xincang No. 2 Factory 1,836
Shanghai Matsuoka Garments 656
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94,597

Due to related parties

31st December,

1999

RMB*000
Matsuoka Printing 25,965
Huanggu Factory 4,490
ROMA 4,199
Yonghua Garments 1,014

Aisi Garments 465

36,133

Loan from Huanggu Factory of RMB 4,000,000 bears interest at the rate of 8.37% per annum, with no fixed repaym

ent terms. Loan to Beijing Silverpeony of RMB 5,000,000 bears interest at the rate of 9.6% per annum, with no

fixed repayment terms. Other balances due from and to related parties are unsecured, non-interest bearing an

d have no fixed repayment terms.

23. IMPACT OF IAS ADJUSTMENTS ON PROFIT AFTER TAXATION AND SHAREHOLDERS® EQUITY

Profit after taxation
From 14th January,

1999 to 31st December, Pro forma (Note 1)
1999 1999 1998
RMB*000 RMB*000 RMB*000

As reported in the Statutory Accounts
of the Group 109,078 112,387

Impact of adjustments:

-Write-off of

pre-operating expenses (670) (670)
-Others 37 36
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Shareholders®™ equity

As of 31st December,
1999
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As restated to
conform to IAS 108,445 111,753 148,585 601,679

24. COMMITMENTS
As of 31st December, 1999, the Group had the following significant commitments:

€)) Capital commitments of acquisition of property, plant and equipment amounting to approximately RMB 21,
435,000; and

() Future minimum lease payments under non-cancelable operating leases amounting to approximately RMB 715
,000.
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