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Total Assets Net Assets

Turnover Operating Profit
Profit Attributable
to Shareholders

Earnings Per Share Net Asset Per Share Return on Net Asset

(RMB million) (RMB million)

(RMB million) (RMB million) (RMB million)

(RMB million) (RMB million) (RMB million)
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Note: Shenzhen Special Economic Zone Development (Group) Co.(“SSEZD”) holds more than 5% of the Company’s share capital. SSEZD’s

shareholding in the Company increased by 19,133,080 shares during the year due to its acceptance of the transfer of shareholding from

Shenzhen Investment Administrative Co. and the 1998 bonus distribution. As at December 31, 1999, 20,068,720 shares in the Company held

by SSEZD were frozen.
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China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Scope

We have audited the accounts on pages 2 to 30 of China Vanke Co., Ltd. ( the
company”) and its subsidiaries (together with the Company referred to as the the
group”) for the year ended 31 December 1999.

Respective responsibilities of directors and auditors

These accounts are the responsibility of the Group’s management. Our responsibility is
to express an opinion on these accounts based on our audit.

Basis of opinion

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

Opinion

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

Certified Public Accountants

Hong Kong,

Report of the auditors to the shareholders of
China Vanke Co., Ltd.
(Established as a joint stock company in the People’s Republic of China with
limited liability)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Note 1999 1998
RMB RMB

Revenue 2 2,840,188,469 2,206,155,458

Cost of sales   (2,184,002,256)   (1,647,364,866)

Gross profit 656,186,213 558,790,592

Other operating income 4 40,664,770 47,446,355

Distribution costs (200,499,786) (150,477,040)

Administrative expenses (173,611,203) (150,384,425)

Other operating expenses 5        (15,846,816)        (28,534,254)

Profit from operations 2 306,893,178 276,841,228

Net financing income/(expenses) 7              288,925        (15,260,287)

Operating profit 28 307,182,103  261,580,941

Share of losses less profits of
  Associated companies        (20,251,379)        (24,493,402)

Profit before tax 286,930,724 237,087,539

Taxation 8(a)        (49,509,201)        (25,890,039)

Profit after tax 237,421,523 211,197,500

Minority interests          (9,946,772)          (8,551,925)

Net profit for the year 22 227,474,751 202,645,575
=========== ===========

Earnings per share 9 0.42 0.37
=== ===

Consolidated profit and loss account
for the year ended 31 December 1999
(Expressed in Renminbi Yuan)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Note 1999 1998
RMB RMB

Exchange differences on
  Translation of the accounts
  of foreign entities 22            114,550         2,453,643

Net losses not recognised in the
  income statement 114,550 2,453,643

Net profit for the year     227,474,751     202,645,575

Total recognised gains and losses 227,589,301 205,099,218
 ==========  ==========

Consolidated statement of recognised gains and losses
for the year ended 31 December 1999
(Expressed in Renminbi Yuan)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Note 1999 1998
RMB RMB

ASSETS

Non-current assets

Fixed assets 11 544,385,329 484,222,995
Intangible assets 12 17,348,211 22,742,001
Investments in associated companies 14 85,808,479 108,453,196
Other investments 15 67,769,531 75,116,955
Deferred tax assets 16 7,471,665 7,868,096
Properties held for development         17,127,712           5,533,141

739,910,927  703,936,384
 -------------------  -------------------

Current assets

Inventories 17 284,720,683 191,195,833
Completed properties for sale 926,587,267 743,955,291
Properties under development 1,337,183,960 1,334,558,789
Trade and other receivables 18 662,465,862 657,366,256
Marketable securities 19 813,410 2,378,479
Cash and cash equivalents 20       746,059,575       447,490,549

3,957,830,757 3,376,945,197
 -------------------  -------------------

Total assets 4,697,741,684  4,080,881,581
 ===========  ===========

EQUITY AND LIABILITIES

Capital and reserves
Share capital 21 545,537,481 495,943,165
Reserves 22    1,495,567,131    1,412,217,937

2,041,104,612  1,908,161,102
 -------------------  -------------------

Minority interests 49,753,178 115,519,444
 -------------------  -------------------

Consolidated balance sheet at 31 December 1999
(Expressed in Renminbi Yuan)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Note 1999 1998
RMB RMB

Non-current liabilities

Interest-bearing loans and borrowings 23 55,000,000 20,000,000
Deferred tax liabilities 16 1,301,247 1,351,685
Deferred income 24           9,571,416           2,331,079

65,872,663  23,682,764
 -------------------  -------------------

Current liabilities

Interest-bearing loans and borrowings 23 895,234,400 599,723,114
Trade and other payables 25 1,465,539,218 1,296,195,921
Taxation 8(b) 85,591,822 88,004,919
Dividend proposed 10         94,645,791         49,594,317

2,541,011,231  2,033,518,271
 -------------------  -------------------

Total equity and liabilities 4,697,741,684  4,080,881,581
 ===========  ===========

Approved by the Board of Directors on

)
)
)  Directors
)
)

Consolidated balance sheet at 31 December 1999
(continued)
(Expressed in Renminbi Yuan)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

Note 1999 1998
RMB RMB

OPERATING ACTIVITIES

Net cash inflow/(outflow) from
  operating activities 28  120,274,332 (230,485,454)

 -----------------  -----------------
INVESTING ACTIVITIES

Acquisition of a subsidiary 3(c) (6,920,791) 195,976
Acquisition of additional interest in
  subsidiaries (82,200,444) -
Disposal of a subsidiary 3(c) 1,174,349 (2,927,971)
Acquisition of additional interest in
  associated companies (9,791,200) -
Disposal of fixed assets 25,390,278 20,049,152
Acquisition of fixed assets (84,226,042) (128,810,664)
Pre-operating expenses incurred - (5,246,390)
Disposal of marketable securities 12,150,785 39,039,260
Disposal of other investments 20,757,144 26,621,255
Interest received 14,884,696  26,516,792
Dividend received                 1,424,400                               -

Net cash outflow from investing
  activities  (107,356,825) (24,562,590)

 -----------------  -----------------
FINANCING ACTIVITIES

Net increase in borrowings 324,011,286 154,169,841
Minority interests 11,120,000 (3,177,500)
Dividend paid             (49,594,317)             (67,502,873)

Net cash inflow from financing
  Activities  285,536,969  83,489,468

         -----------------  -----------------
Net increase/(decrease) in
  cash and cash equivalents 298,454,476 (171,558,576)

Effect of foreign exchange rates 114,550 2,453,643

Cash and cash equivalents at
  1 January 20             447,490,549             616,595,482

Cash and cash equivalents at
  31 December 20 746,059,575 447,490,549

 ==========  ==========

Consolidated cash flow statement
for the year ended 31 December 1999
(Expressed in Renminbi Yuan)



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

1 Significant accounting policies

China Vanke Co., Ltd. is a company domiciled in the People’s Republic of China (“PRC”).  The
consolidated accounts of the Company for the year ended 31 December 1999 comprise the Company
and its subsidiaries (together referred to as the “Group”) and the Group’s interest in associated
companies.  The accounts of the Group were authorised for issue by the Directors on .

(a) Statement of compliance

The accounts of the Group have been prepared in accordance with the accounting standards issued
by the International Accounting Standards Committee (“IASC”) and interpretations issued by the
Standing Interpretation Committee of the IASC.

(b) Basis of preparation

The measurement basis used is historical cost except that marketable securities are stated at lower of
cost and market value as explained in the relevant accounting policy set out below.

The accounting policies have been consistently applied by the Group and they are consistent with
those of the previous year.

(c) Basis of consolidation

(i) Subsidiaries

Subsidiaries are those enterprises controlled by the Company.  Control exists when the Company has
the power, directly or indirectly, to govern the financial and operating policies of an enterprise so as
to obtain benefits from its activities.  The accounts of subsidiaries are included in the accounts of the
Group from the date that control effectively commences until the date that control effectively ceases.
A list of the Group’s principal subsidiaries is set out in note 13.

(ii) Associated companies

Associated companies are those enterprises in which the Group has significant influence, but not
control, over the financial and operating policies.  The accounts of the Group include the Group’s
share of the total recognised gains and losses of associates on an equity accounted basis, from the
date that significant influence effectively commences until the date that significant influence
effectively ceases.  A list of the Group抯 principal associated companies is set out in note 14.

(iii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised gains arising from intra-group
transactions, are eliminated in preparing the accounts of the Group.  Unrealised gains arising from
transactions with associated companies are eliminated to the extent of the Group’s interest in the
enterprise.  Unrealised gains resulting from transactions with associated companies are eliminated
against the investment in associated companies.  Unrealised losses are eliminated in the same way as
unrealised gains except that they are only eliminated to the extent that there is no evidence of
impairment.

Notes on the accounts
(Expressed in Renminbi Yuan)
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1 Significant accounting policies (continued)

(d) Translation of foreign currencies

Foreign currency transactions during the year are translated into Renminbi Yuan at the exchange
rates ruling at the transaction dates. Monetary assets and liabilities in foreign currencies are
translated into Renminbi Yuan at the exchange rates ruling at the balance sheet date. Exchange gains
and losses on foreign currency translation are dealt with in the consolidated profit and loss account.

The assets and liabilities of foreign subsidiaries are translated into Renminbi Yuan at the exchange
rates ruling at the balance sheet date while items of income and expense are translated at rates
approximating the exchange rate at the date of the transaction.  Exchange differences are dealt with
in reserves.

(e) Fixed assets

Fixed assets are stated at purchase price or production cost less accumulated depreciation and
impairment losses.  Production cost for self-constructed assets includes the cost of materials; direct
labour and an appropriate proportion of production overheads and borrowing costs.

No depreciation is provided on properties under development.

Depreciation is calculated to write off the cost of other fixed assets less their estimated residual
values over their anticipated useful lives on a straight line basis as follows:

Estimated
residual value

as a percentage
Year of costs

Land use rights in the PRC Unexpired terms of leases -
Leasehold properties 25 4%
Investment properties 25 4%
Improvements to premises 5 years or over terms of leases -
Plant and machinery 5 - 10 4%
Furniture, fixtures and equipment 5 - 10 4%
Motor vehicles 5 4%

Investment properties are interests in land and buildings in respect of which construction work and
development have been completed and which are held for their investment potential.

(f) Goodwill/deferred income on consolidation

(i) Goodwill

Goodwill arising on an acquisition represents the excess of the cost of the acquisition over the fair
value of the net identifiable assets acquired.  Goodwill is stated at cost less accumulated amortisation
and impairment losses.  In respect of associated companies, the carrying amount of goodwill is
included in the carrying amount of the investments in associated companies.

Goodwill is amortised on a straight-line basis to the consolidated profit and loss account over its
estimated useful life not exceeding five years.
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1 Significant accounting policies (continued)

(f) Goodwill/deferred income on consolidation (continued)

(i) Goodwill (continued)

The unamortised balance of goodwill is reviewed at least annually.  Where the balance exceeds the
value of expected future benefits, the difference is charged to the consolidated profit and loss
account immediately.

(ii) Deferred income

The excess of the fair value of the net identifiable assets of subsidiaries and associated companies
acquired over the cost of investments in these companies is taken to deferred income and recognised
as income over its estimated useful life not exceeding five years.

(g) Pre-operating expenses

Pre-operating expenses represent costs incurred by subsidiaries prior to the commencement of their
businesses and are amortised on a straight line basis to the consolidated profit and loss account over
its estimated useful life not exceeding five years from the commencement date of trading.

(h) Other investments

Other investments comprise participations in various unlisted companies in which the Group neither
holds, directly or indirectly, 20% or more of the voting powers nor exercises significant influence.
The investments are carried at cost less any amounts written off to recognise other than temporary
declines in the value of the investment.  On disposal of an investment, the difference between the net
disposal proceeds and the carrying amount is recognised in the consolidated profit and loss account.

(i) Taxation

Taxation in the consolidated profit and loss account comprises current tax and the change in deferred
tax.  Income tax is recognised in the consolidated profit and loss account except to the extent that it
relates to items recognised directly to equity, in which case it is recognised in equity.  Current tax is
the expected tax payable on the taxable income for the year, using the tax rates enacted at the
balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes, except differences relating to goodwill not deductible
for tax purposes and the initial recognition of assets or liabilities which affect neither accounting nor
taxable profit.  The amount of deferred tax provided is based on the expected manner of realisation
or settlement of the carrying amounts of assets and liabilities, using tax rates enacted at the balance
sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will
be available against which the unused tax losses and credits can be utilised.  Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.
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1 Significant accounting policies (continued)

(j) Properties held for development

Properties held for development are stated at cost less provision for anticipated losses, where
appropriate.

(k) Inventories

Inventories are stated at the lower of cost and net realisable value.  Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated costs of completion and
selling expenses.

Work in progress and manufactured finished goods are valued at production cost including direct
production costs (cost of materials and labour) and an appropriate proportion of production
overheads.

The cost of raw materials is computed using the weighted average cost method.

(l) Completed properties for sale

Completed properties for sale are stated at the lower of cost and net realisable value.  Cost is
determined by apportionment of the total land and development costs attributable to unsold
properties.  Net realisable value represents the estimated selling price less the estimated costs
necessary to make the sale.

(m) Properties under development

Properties under development held under fixed assets are stated at cost.  Cost includes cost of land
use rights acquired, construction costs and interest charges during the period of construction.

Properties under development held for sale are stated at the lower of cost and net realisable value or,
where the properties are sold in advance of completion, at cost less the portion attributable to the
recognised sales and foreseeable losses.  Cost includes cost of land use rights acquired, construction
costs and interest charges during the period of construction.  Net realisable value represents the
estimated selling price less the estimated costs of completion and the estimated costs necessary to
make the sale.  Attributable profits are recognised over the course of the development and are
computed each year as a proportion of the total estimated profit to completion.  The proportion used
is the lower of the proportion of development costs incurred at the balance sheet date to estimated
total development costs and the proportion of sales proceeds received at the balance sheet date to
total sales proceeds.  Deposits and instalments received on properties sold prior to their completion
but for which sales have not been recognised are carried under current liabilities.

(n) Trade and other receivables

Trade and other receivables are stated at nominal value, less writedowns for any amounts expected
to be irrecoverable.
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1 Significant accounting policies (continued)

(o) Marketable securities

Marketable securities are quoted shares and bonds which are intended to be held for dealing
purposes.  The marketable securities are stated at the lower of cost and market value on an individual
investment basis.

All increases or decreases in provision are recognised in the consolidated profit and loss account.

(p) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.  For the purpose of the
consolidated cash flow statement, cash and cash equivalents are presented net of bank overdrafts.

(q) Interest-bearing loans and borrowings

Interest-bearing loans and borrowings are initially recorded at the net proceeds received.  Any
discount, premium or other difference between the net proceeds and the redemption value is
amortised and included in finance costs over the term of the loan.  Thereby, the total finance cost is
charged to the profit and loss account at a constant rate of interest on the outstanding amount of the
debt.

(r) Trade and other payables

Trade and other payables are stated at their cost.

(s) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products
or services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

(t) Revenue

Revenue from the sale of completed properties is recognised upon signing of the sale and purchase
agreement.  Revenue from pre-sale of properties under development is recognised over the course of
development on the basis as stipulated in note 1(m).

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership
have been transferred to customers.

Revenue from services rendered is recognised by reference to the stage of completion of the
transaction at the balance sheet date.  The stage of completion is assessed by reference to surveys of
work performed.

Rental income from investment property is recognised on a straight-line basis over the terms of the
respective leases.

No revenue is recognised if there are significant uncertainties regarding recovery of the
consideration due, associated costs or the possible return of goods.
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1 Significant accounting policies (continued)

(u) Expenses

(i) Operating lease payments

Payments made under operating leases are recognised in the consolidated profit and loss account on
a straight-line basis over the term of the lease.  Lease incentives received are recognised in the
consolidated profit and loss account as an integral part of the total lease payments made.

(ii) Net financing costs

Net financing costs comprise interest payable on borrowings, interest receivable on funds invested,
dividend income and foreign exchange gains and losses that are recognised in the consolidated
profit and loss account (refer note 1(d)).

Interest income is recognised in the consolidated profit and loss account as it accrues, taking into
account the effective yield on the asset.  Dividend income is recognised in the consolidated profit
and loss account on the date that the dividend is declared.

All interest and other costs incurred in connection with borrowings are expensed as incurred as part
of net financing costs, except amounts capitalised as stipulated in note 1(v).

(v) Borrowing costs

Borrowing costs incurred on external borrowings related to property projects are capitalised until
the properties are ready for their intended use.  Other borrowing costs are recognised as expenses
during the year in which they are incurred.

(w) Impairment

The carrying amounts of the Group’s assets, other than inventories (refer note 1(k) and deferred tax
assets (refer note 1(i), are reviewed at each balance sheet date to determine whether there is any
indication of impairment.  If any such indication exists, the asset’s recoverable amount is estimated.
An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating
unit is less than its recoverable amount.  All impairment losses are recognised in the consolidated
profit and loss account.

(x) Provisions

A provision is recognised in the consolidated balance sheet when the Group has a legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation.  If the effect is material, provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.
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2 Segment reporting

Segment information is presented in respect of the Group’s business and geographical segments.  The primary format, business segments, is based on the Group抯 management and internal reporting
structure.

Inter-segment pricing is determined on an arm’s length basis.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.  Unallocated items mainly comprise income-earning
assets and revenue, interest-bearing loans, borrowings and expenses, and corporate assets and expenses.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be used for more than one period.

Business segments

The Group comprises the following main business segments:

Property development : The construction and development of properties for sale and rental.

Retailing : The operation of department stores and related distribution activities.

Other operations : Other operations comprise investments in securities, trading activities and manufacturing activities

Property development       Retailing     Other operations       Consolidated
1999 1998 1999 1998 1999 1998 1999 1998
RMB RMB RMB RMB RMB RMB RMB RMB

Revenue

External – sales 1,920,168,272 1,448,661,049 817,915,331 628,799,356 83,633,069 107,944,244 2,821,716,672 2,185,404,649
Rentals            5,231,788            4,494,544          13,240,009          16,256,265                           -                           -          18,471,797          20,750,809

Total revenue 1,925,400,060 1,453,155,593 831,155,340 645,055,621 83,633,069 107,944,244 2,840,188,469 2,206,155,458
========== ========== ========== ========== ========== ========== ========== ==========

Result

Segment result 252,966,026 264,880,362 29,135,934 20,719,419 31,550,150 9,480,893 313,652,110 295,080,674
========== ========== ========== ========== ========== ==========

Unallocated expenses           (6,758,932)         (18,239,446)

Profit from operations 306,893,178 276,841,228
Net financing income/(expenses) 288,925 (15,260,287)
Share of losses less profits of
  associated companies (20,251,379) (24,493,402)
Taxation (49,509,201) (25,890,039)
Minority interests           (9,946,772)           (8,551,925)

Net profit for the year 227,474,751 202,645,575
 ========== ==========
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2 Segment reporting (continued)
Property development       Retailing     Other operations       Consolidated

1999 1998 1999 1998 1999 1998 1999 1998
RMB RMB RMB RMB RMB RMB RMB RMB

Other information

Segment assets 3,371,504,590 2,752,682,525 573,722,826 370,003,191 346,851,991 380,517,112 4,292,079,407 3,503,202,828
Associated companies 81,528,883 99,982,618 - - 4,279,596 8,470,578 85,808,479 108,453,196
Unallocated assets        319,853,799        469,225,557

Consolidated total assets 4,697,741,685 4,080,881,581
 ========== ==========

Segment liabilities 1,614,572,678 1,363,081,613 402,502,380 253,052,624 28,757,528 54,247,316 2,045,832,586 1,670,381,553
Unallocated liabilities        561,051,308        386,819,482

Consolidated total liabilities 2,606,883,894 2,057,201,035
========== ==========

Capital expenditure 80,502,453 217,948,501 49,258,593 52,527,086 950,569 8,095,261 130,711,615 278,570,848
========== ========== ========== ========== ========== ========== ========== ==========

Depreciation and amortisation 20,796,012 40,097,067 30,953,475 16,845,263 8,700,273 7,995,104 60,449,760 64,937,434
========== ========== ========== ========== ========== ========== ========== ==========

Geographical segments

In addition to the information on business segments based on the structure of the Group, the figures below present information for geographical segments.  The Group抯 activities are principally performed in the PRC.

The property development division mainly operates in Shenzhen, Beijing and Shanghai whilst the retailing and other divisions mainly operate in Shenzhen.

     Shenzhen Tianjin     Beijing        Shanghai     Others     Consolidated
1999 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 1998
RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB

Revenue

External – sales 1,806,123,571 1,278,997,528 372,879,478 403,160,926 235,166,647 173,721,554 286,236,026 207,142,902 121,310,950 122,381,739 2,821,716,672 2,185,404,649
Rental          13,240,009          16,256,265          4,086,334          3,114,959                        -                        -                        -                        -          1,145,454            1,379,585          18,471,797          20,750,809

Total revenue 1,819,363,580 1,295,253,793 376,965,812 406,275,885 235,166,647 173,721,554 286,236,026 207,142,902 122,456,404 123,761,324 2,840,188,469 2,206,155,458
=========== =========== ========== ========== ========== ========== ========== ========== ========== =========== =========== ===========

Segment assets 2,121,435,141 2,004,716,438 736,896,840 877,608,329 596,114,365 355,716,155 570,338,999 169,366,090 672,956,340 673,474,569 4,697,741,685 4,080,881,581
=========== =========== ========== ========== ========== ========== ========== ========== ========== =========== =========== ===========

Capital expenditure 87,113,995 130,950,227 13,122,843 5,825,761 3,380,808 3,820,672 5,881,065 59,730,411 21,212,904 78,243,777 130,711,615 278,570,848
=========== =========== ========== ========== ========== ========== ========== ========== ========== =========== =========== ===========

Segment revenue is based on geographical location of customers.  Segment assets and capital expenditure are disclosed by the geographical location of the assets.
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3 Effect of acquisition and disposal of subsidiaries
(a) Acquisition

On 30 September 1999, the Group acquired the remaining interest in Chengdu Vanke Xingye Company Limited
(“Chengdu Vanke”), satisfied in cash.  Chengdu Vanke develops properties for sale and rental in Chengdu, the
PRC.  The acquisition was accounted for using the purchase method of consolidation.  In the three months to 31
December 1999, Chengdu Vanke made net loss of RMB2.3 million which is accounted for in the consolidated net
profit for the year.

(b) Disposal

On 9 July 1999, the Group disposed of a subsidiary.  The subsidiary has no profit and loss account for the year
ended 31 December 1998 and for the period ended 9 July 1999.

(c) Cash flow on acquisition and disposal of subsidiaries

The assets and liabilities acquired or disposed of, and the cash flows arising, can be analysed as follows:
1999 1999 1998

Acquisition
Acquisition Disposal and disposal

RMB RMB RMB

Fixed assets 153,596 (1,283,766) (25,816,043)
Other investments 4,200,000 - (81,946,713)
Properties held for development - - (70,703,286)
Completed properties for sale 8,882,531 - (70,959,708)
Properties under development - - 195,136,624
Inventories - - (3,205,387)
Trade and other receivables 8,117,941 (373,054) (178,781,936)
Cash 1,321,209 (25,651) (11,572,539)
Current interest bearing loans and
  Borrowings (6,500,000) - -
Trade payables (1,560,402) 16,154 136,823,771
Other payables (1,484,933) 636,757 -
Taxation (1,564,366) - -
Non-current interest bearing loans
  and borrowings - - 18,690,758
Minority interests                           -                        -          33,152,628

Net identifiable assets and liabilities 11,565,576 (1,029,560) (59,181,831)
Less: Interest in an associated company (4,665,266) - -
Goodwill on acquisition  1,341,690  - 4,842,512
Profit on disposal                           -           (170,440)           (1,469,833)

8,242,000 (1,200,000) (55,809,152)
Less: Non-cash consideration, included

    in trade and other receivables                           -                        -          46,968,608

Consideration paid/(received), satisfied
  in cash 8,242,000 (1,200,000) (8,840,544)
Cash (acquired)/disposed of           (1,321,209)               25,651          11,572,539

Cash (outflow)/inflow 6,920,791 (1,174,349) 2,731,995
 ==========  =========  =========



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

4 Other operating income
1999 1998
RMB RMB

Amortisation of deferred income 4,723,933 2,331,709
Refund of PRC business tax in respect of prior years 2,241,590 19,224,700
Profit on disposal of other investments 9,209,720 11,244,000
Profit on disposal of marketable securities 10,585,716 7,916,594
Profit on disposal of a subsidiary 170,440 1,469,833
Write back of provision for diminution in value
  of investments  -  553,769
Gain on disposal of fixed assets 727,707 3,104,074
Forfeited deposits from customers 4,506,509 -
Other sundry income            8,499,155          1,601,676

40,664,770 47,446,355
 ==========  =========

5 Other operating expenses
1999 1998
RMB RMB

Amortisation of pre-operating expenses 11,132,531 10,560,508
Amortisation of intangible assets 4,714,285 5,123,679
Provision for diminution in value of investments                           -        12,850,067

15,846,816  28,534,254
 ==========  =========

6 Personnel expenses
1999 1998
RMB RMB

Wages, salaries and other staff costs 133,374,773 108,499,512
 =========  ========

The average number of employees during 1999 was 5,263 (1998: 3,764).
7 Net financing income/(expenses)

1999 1998
RMB RMB

Interest income 14,884,696 26,516,792
Dividends 2,634,000 1,721,499
Foreign exchange gains                        -          2,507,389

Total financial income  17,518,696  30,745,680
 =========  =========

Interest expense  17,093,833  46,005,967
Foreign exchange losses             135,938                        -

Total financial expenses  17,229,771  46,005,967
 =========  =========

Net financing income/(expenses)  288,925  (15,260,287)
 =========  =========
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8 Taxation

(a) Taxation in the consolidated profit and loss account comprises:

1999 1998
RMB RMB

PRC income tax 47,677,001 40,666,189
Under/(overprovision) in respect of prior years 1,485,050  (7,222,800)
Share of taxation of associated companies                 1,157           (194,690)

49,163,208 33,248,699
Change in deferred taxes (note 16)             345,993        (7,358,660)

49,509,201 25,890,039
 =========  =========

The provision for PRC income tax is based on the estimated taxable income at the rates applicable to
each company in the Group.

Overprovision for the year ended 31 December 1998 represents a refund of PRC income tax received
from the relevant tax bureau.

The Group’s applicable tax rate represents the weighted average of the PRC income tax rates, which
range between 15% and 33%.

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

1999 1998
RMB RMB

Accounting profit before tax 286,930,724 237,087,539
 =========  =========

Income tax computed by applying tax rate
  of 15% 43,039,609 35,563,131
Effect of tax rates in various PRC locations 10,819,092 2,304,858
Non-taxable income (1,516,350) (4,755,150)
Non-deductible expenses 343,200 -
Effect of tax losses utilised (4,661,400) -
Under/(overprovision) in respect of prior years          1,485,050        (7,222,800)

Income tax expense 49,509,201 25,890,039
 =========  =========
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8 Taxation (continued)

(b) Taxation in the consolidated balance sheet represents:

1999 1998
RMB RMB

Balance of PRC income tax relating to prior years 24,604,609 28,191,477
Provision for PRC income tax for the year 47,677,001 40,666,189

PRC income tax paid      (48,518,436)      (46,988,725)

23,763,174 21,868,941
Provision for PRC business tax 59,076,676 59,363,422
PRC value added tax provision  1,082,806  2,227,448
Other PRC taxation          1,669,166          4,545,108

85,591,822 88,004,919
 =========  =========

9 Earnings per share

The calculation of earnings per share is based on the net profit for the year attributable to
shareholders of RMB227,474,751 (1998: RMB202,645,575) and on the weighted average number
of ordinary shares outstanding during the year of 545,537,481 shares (1998: 545,537,481 shares).
Earnings per share for the year ended 31 December 1998 has been adjusted for the capitalisation
issue on 25 June 1999 (note 21) accordingly.

10 Dividend

A dividend of RMB0.1735 (1998: RMB0.1) per share, resulting in a total dividend payment of
RMB94,645,791 (1998: RMB49,594,317), in respect of the year ended 31 December 1999 is to be
proposed at the Company’s forthcoming annual general meeting.  The amount of dividend proposed
has been included in current liabilities.
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11 Fixed assets
Properties Furniture,

Leasehold Investment Improvements under Plant and fixtures and Motor
properties properties to premises development Machinery equipment vehicles Total

RMB RMB RMB RMB RMB RMB RMB RMB
Cost:

At 1 January 1999 294,870,369 52,060,313 116,298,169 24,452,240 26,574,094 67,010,018 49,324,433 630,589,636
Additions 3,474,090 - 41,817,955 - - 32,016,546 7,071,047 84,379,638
Transfer from completed properties
  for sale 26,298,289 20,033,688 - - - - - 46,331,977
Transfer to leasehold properties 24,452,240 - - (24,452,240) - - - -
Disposals      (25,413,083)                        -        (1,970,054)                      -        (3,740,363)        (7,193,880)        (4,343,646)         (42,661,026)

At 31 December 1999 323,681,905 72,094,001 156,146,070 - 22,833,731 91,832,684 52,051,834 718,640,225
 ---------------  ---------------  ---------------  -------------  ---------------  ---------------  ---------------  -----------------

Aggregate amortisation and depreciation:

At 1 January 1999 33,927,749 4,441,993 37,142,836 - 12,018,567 29,349,156 29,486,340 146,366,641
Charge for the year 11,930,376 2,110,434 6,747,233 - 1,002,299 15,709,012 7,103,590 44,602,944
Write back on disposals        (2,769,738)                        -        (2,084,850)                      -             (41,072)        (8,253,184)        (3,565,845)         (16,714,689)

At 31 December 1999 43,088,387 6,552,427 41,805,219 - 12,979,794 36,804,984 33,024,085 174,254,896
 ---------------  ---------------  ---------------  -------------  ---------------  ---------------  ---------------      -----------------

Net book value:

At 31 December 1999 280,593,518 65,541,574 114,340,851 - 9,853,937 55,027,700 19,027,749 544,385,329
 =========  =========  =========  ========  =========  =========  =========  ==========

At 1 January 1999 260,942,620 47,618,320 79,155,333 24,452,240 14,555,527 37,660,862 19,838,093 484,222,995
 =========  =========  =========  ========  =========  =========  =========  ==========

Certain leasehold properties of the Group with a carrying value of RMB140 million (1998: RMB17 million) are pledged to secure banking facilities (note 23).
Investment properties are accounted for as fixed assets.  It comprises certain commercial properties that are leased to external parties.

12 Intangible assets
Pre-operating

Goodwill expenses Total
RMB RMB RMB

Cost:

At 1 January 1999 15,618,396 24,968,536 40,586,932
Goodwill acquired during the year        10,453,026                        -        10,453,026

At 31 December 1999  26,071,422  24,968,536  51,039,958
 ---------------  ---------------  ---------------

Aggregate amortisation:

At 1 January 1999 7,284,423 10,560,508 17,844,931
Charge for the year          4,714,285        11,132,531        15,846,816

At 31 December 1999 11,998,708 21,693,039 33,691,747
 ---------------  ---------------  ---------------

Net book value:

At 31 December 1999  14,072,714  3,275,497 17,348,211
At 1 January 1999 8,333,973 14,408,028 22,742,001



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

13 Principal subsidiaries
Details of principal subsidiaries at 31 December 1999 are as follows:

Percentage of equity
held by the Group Principal

Name of company 1999 1998 activities

Shenzhen Vanke Real Estate 100% 100% Property
  Company Limited development

Shenzhen Poseidon Properties 100% 70.6% Property
  Company Limited development

Shenzhen Vanguard Department 72% 68% Retailing
  Company Limited

Shenzhen Vanke Financial 100% 100% Investment
  Consultancy Company Limited trading &

consultancy
services

Shenzhen Vanke Trading 100% 100% Trading
  Company Limited

Shenzhen Vanke Cultural 100% 100% Production of
  Communications Company Limited video and
   films

Tianjin Vanke Shine (Group) 100% 76.91% Property
  Company Limited development

Tianjin Vanke Property 100% 76.91% Property
Management Company Limited development
  (formerly known as Tianjin Vanshine
  Industrial Company Limited)

Beijing Vanke Enterprises 100% 100% Property
  Shareholding Company Limited development

Shanghai Vanke Real Estate 100% 100% Property
  Company Limited development

Shanghai Vanke City Garden Property 100% 100% Property
  Development Company Limited development

Shenyang Vanke Real Estate 100% 100% Property
  Company Limited development

Dalian Vanlin Properties 100% 62.5% Property
  Development Company Limited development

Chengdu Vanke Xingye 100% 42.8% Property
  Company Limited development
All the above companies’ country of establishment and operation is the PRC.
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14 Investments in associated companies

Details of principal associated companies at 31 December 1999 are as follows:

Percentage of interest
held by the Group Principal

Name of company 1999 1998 activities

Shenzhen Color Splendor 40% 40% Production of
  Graphics Limited colour graphic

products

Shanghai Vansheng Real Estate 50% 50% Property
  Company Limited development

Beihai Vanda Real Estate 40% 40% Property
  Company Limited development

Beihai Vanda Property 40% 40% Property
  Management Company Limited development

Anshan Vanshan Properties 35% 30% Property
  Development Company development
  Limited

Tianjin Vansho Hotel 50% 38.46% Hotel
  Company Limited operation

All the above companies’ country of establishment and operation is the PRC.

15 Other investments
1999 1998
RMB RMB

Unlisted investments 67,769,531 75,116,955
========= =========

During the year, the Group has sold certain of its unlisted investments.  The disposal resulted in a
profit of RMB9 million (1998: 11 million).  This is included in other operating income as disclosed
in note 4.
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16 Deferred tax assets/(liabilities)
Deferred tax assets and deferred tax liabilities at 31 December 1999 and 1998 are attributable to the
items detailed as follows:

1999 1998
RMB RMB

Deferred tax assets:

Reversal of profit recognised from sale of properties 4,142,438 3,563,885
Reversal of income from other investments 1,156,980 1,627,950
Provisions for accounting purposes 1,627,880 1,551,467
Others          544,367       1,124,794

Total deferred tax assets 7,471,665 7,868,096
------------- -------------

Deferred tax liabilities:

Profit recognised from sale of properties under
  development 1,301,247 1,218,000
Others                      -          133,685

Total deferred tax liabilities 1,301,247 1,351,685
------------- -------------

Net deferred tax assets 6,170,418 6,516,411
======== ========

A deferred tax liability associated with investments in subsidiaries is not recognised as the Group is
able to control the timing of the reversal of the temporary differences and does not expect the
temporary differences to reverse in the foreseeable future.  The temporary differences are immaterial.
Movement in net deferred tax assets/(liabilities):

1999 1998
RMB RMB

Balance at 1 January 6,516,411 (842,249)
Transferred (to)/from consolidated profit and loss
  account (note 8(a))         (345,993)       7,358,660

Balance at 31 December 6,170,418 6,516,411
======== ========

Unrecognised deferred tax assets:
1999 1998
RMB RMB

Deductible temporary differences  12,003,378  9,776,006
Tax losses        42,414,000        68,628,000

54,417,378 78,404,006
 =========  =========

The tax losses will expire between 2000 to 2004.  The deductible temporary differences do not
expire under current tax legislation.  Deferred tax assets have not been recognised because it is not
probable that future taxable profit will be available against which the Group can utilise the benefits
therefrom.
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17 Inventories
1999 1998
RMB RMB

Raw materials 4,307,472 5,455,626
Work in progress 1,532,268 1,678,422
Finished goods      278,880,943      184,061,785

284,720,683 191,195,833
========= =========

Inventories recognised as cost of sales for the year  826,963,638 692,545,254
 =========  =========

Inventories stated at net realisable value 9,286,926 9,645,797
 =========  =========

18 Trade and other receivables
1999 1998
RMB RMB

Debtors, prepayments and other receivable 624,066,888 512,452,743
Amounts due from associated companies 24,295,952 16,810,659
Deposit with a security broker firm        14,103,022      128,102,854

662,465,862 657,366,256
 =========  =========

19 Marketable securities
1999 1998
RMB RMB

Equity securities 813,410 2,378,479
======== =======

Market value of equity securities 813,410 2,378,479
======== =======

All equity securities are listed on stock exchanges in the PRC.
20 Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and balances with banks.
21 Share capital

Registered, issued and fully paid up capital consisted of A and B shares of RMB 1 each.

A share B share Total
RMB RMB RMB

At 1 January 1999 385,256,677 110,686,488 495,943,165
Capitalisation issue (note 22)        38,525,667        11,068,649        49,594,316

At 31 December 1999 423,782,344 121,755,137 545,537,481
 =========  =========  =========

The holders of A and B shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at annual and general meetings of the Company.
On 25 June 1999, an amount of RMB49,594,316 (1998: RMB45,085,742) standing to the credit of the
retained profits was applied in paying up in full 38,525,667 (1998: 35,023,334) A shares and 11,068,649
(1998: 10,062,408) B shares of RMB1 each which were allotted and distributed as fully paid to existing
shareholders in the proportion of 1 for every 10 shares then held.



China Vanke Co., Ltd.
Accounts for the year ended 31 December 1999

22 Reserves
Foreign

Share premium exchange reserve Statutory reserves Retained profits Total
RMB RMB RMB RMB RMB

(Note a) (Note b)

At 1 January 1999 871,604,205 10,593,988 472,219,088 57,800,656 1,412,217,937
Capitalisation issue (note 21) - - - (49,594,316) (49,594,316)
Profit for the year - - - 227,474,751 227,474,751
Transfer to retained profits upon disposal
  of a subsidiary - 17,021 - (17,021) -
Adjustment on translation of foreign subsidiaries - 114,550 - - 114,550
Proposed transfer from retained profits - - 114,571,144 (114,571,144) -
Dividend proposed - 1999 (note 10)                        -                      -                        -         (94,645,791)         (94,645,791)

At 31 December 1999 871,604,205 10,725,559 586,790,232 26,447,135 1,495,567,131
 =========  ========  =========  ==========  ==========

Note a

Statutory reserves

Statutory reserves include the following items:

(i)   Statutory surplus reserve

       According to the PRC company law, the Company is required to transfer 10% of its profit after taxation, as determined under PRC Accounting Regulations, to statutory
surplus reserve until the reserve balance reaches 50% of the registered capital.  The transfer to this reserve must be made before distribution of a dividend to shareholders.

       Statutory surplus reserve can be used to make good previous years’ losses, if any, and may be converted into share capital by the issue of new shares to shareholders in
proportion to their existing shareholdings or by increasing the par value of the shares currently held by them, provided that the balance after such issue is not less than 25%
of the registered capital.

(ii)  Statutory public welfare fund

       According to the PRC company law, the Company is required to transfer 5% to 10% of its profit after taxation, as determined under PRC Accounting Regulations, to the
statutory public welfare fund.  This fund can only be utilised on capital items for the collective benefits of the Company抯 employees such as the construction of
dormitories, canteen and other staff welfare facilities.  This fund is non-distributable other than in liquidation.  The transfer to this reserve must be made before distribution
of a dividend to shareholders.  The Directors have resolved to transfer 10% of the current year抯 profit after taxation to the fund.

(iii) Discretionary surplus reserve

       The transfer to this reserve from the consolidated profit and loss account and its usage are subject to the approval of shareholders at general meetings.

Note b

Retained profits

According to the PRC company law, the reserve available for distribution is the lower of the amount determined under PRC Accounting Regulations and the amount
determined under IAS.  As of 31 December 1999 the reserve available for distribution was RMB26,447,135 (1998: RMB57,800,656), after taking into account the current
year’s proposed final dividend.
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23 Interest-bearing loans and borrowings

This note provides information about the contractual terms of the Group’s interest-bearing loans and
borrowings.  For more information about the Group’s exposure to interest rate and foreign exchange
risk (note 29).

1999 1998
RMB RMB

Non-current

Unsecured bank loans  55,000,000  20,000,000
========= ========

At 31 December 1999, the bank loans were repayable as follows:

1999 1998
RMB RMB

More than one year, less than two years 30,000,000 20,000,000
More than two years, less than three years        25,000,000                        -

 55,000,000  20,000,000
 =========  =========

Current

Secured bank loans 62,400,000  13,000,000
Unsecured bank loans 813,834,400  586,723,114
Unsecured other borrowings        19,000,000                        -

895,234,400 599,723,114
 =========  =========

The bank loans of RMB62 million (1998: RMB13 million) are secured on the Group’s fixed assets
with a carrying value of RMB140 million (note 11) (1998: fixed assets of RMB17 million).

The Group’s total loans and borrowings outstanding at the end of 1999 and 1998 are denominated in
the following currencies:

Average nominal
Share Interest rate

1999 1998 1999 1998

RMB 93% 81% 7.09% 8.67%
USD    7%   19% 8.76% 10.55%

100% 100% 7.21% 9.02%
==== ====
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23 Interest-bearing loans and borrowings (continued)

Type Currency/face value Carrying amount Effective interest rate         Fixed/floating           Maturity
1999 1998 1999 1998 1999 1998 1999 and 1998

Bank loan RMB 398,900,000 87,200,000 7.64% 8.91% Fixed Fixed 1 to 6 months
Bank loan RMB 411,100,000 394,800,000 6.57% 8,69% Fixed Fixed 7 to 12 months
Bank loan RMB 30,000,000 - 7.23% - Fixed Fixed 1 to 2 years
Bank loan RMB 25,000,000 20,000,000 7.23% 7.23% Fixed Fixed 2 to 5 years
Bank loan USD 49,675,800 - 9.45% - Fixed - 1 to 6 months
Bank loan USD 16,558,600 16,558,600 8.525% 7.4% Floating Floating 1 to 6 months
Bank loan USD - 101,164,514 - 11.07% - Fixed 7 to 12 months
Other borrowings RMB        19,000,000                        - 6.44% - Fixed - 7 to 12 months

950,234,400 619,723,114
=========  =========

24 Deferred income
1999 1998
RMB RMB

Deferred income at cost 23,619,665 11,655,395
Accumulated amortisation      (14,048,249)      (9,324,316)

9,571,416 2,331,079
========= ========

Movement in deferred income:

Balance at 1 January 11,655,395 11,655,395
Accumulated amortisation        (9,324,316)      (6,993,237)

2,331,079 4,662,158
Addition during the year 11,964,270 -
Amortisation        (4,723,933)      (2,331,079)

Balance at 31 December 9,571,416 2,331,079
========= ========

25 Trade and other payables
1999 1998
RMB RMB

Accounts payable - trade 739,067,421 371,017,252
Amounts due to associated companies 1,308,073 8,766,119
Deposits received in advance 189,282,386 212,711,963
Other payables and accrued expenses        535,881,338        703,700,587

1,465,539,218 1,296,195,921
 ==========  ==========
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26 Related parties

Reference should be made to the following notes regarding related parties:

Associated companies (note 14, 18, 25, 27(c))

During the year, the Group entered into a number of transactions with its associated companies.  The
directors are of the opinion that these transactions were conducted on normal commercial terms.

27 Capital commitments and contingent liabilities

(a) Operating lease commitments

Minimum lease payments under non-cancellable operating leases can be specified as follows:
1999 1998
RMB RMB

Not later than one year 31,458,000 32,583,000
Between one and five years 176,558,000 116,841,000
Later than five years      494,704,000      278,303,000

 702,720,000 427,727,000
 =========  =========

Total rental expense for all operating leases was RMB33 million (1998: RMB35 million).  The
operating lease relate to the rental payments for offices and retail outlets space.

(b) Capital commitments

Capital commitments outstanding at 31 December 1999 not provided for in the accounts were as
follows:

1999 1998
RMB RMB

Contracted for 787,686,000 838,148,165
========= =========

(c) Contingent liabilities

As at 31 December 1999, there were contingent liabilities in respect of guarantees given by the
Group to banks to secure banking facilities granted to an associated company.  As at 31 December
1999, the balances due from the associated company to banks amounted to RMB70.4 million (1998:
RMB95 million).  The guarantees given were approximately RMB70.4 million (1998: RMB95
million).
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28 Notes to cash flow statement

Cash flows from operating activities
1999 1998

RMB RMB RMB RMB

Operating profit 307,182,103 261,580,941

Adjustments for:

Depreciation 44,602,944 58,019,673
Amortisation of pre-
  operating expenses 11,132,531 10,560,508
Profit on disposal of
  marketable securities (10,585,716) (7,916,594)
Profit on disposal of
  Investments (9,209,720) (11,244,000)
Profit on disposal of fixed
  Assets (727,707) (3,104,074)
Profit on disposal of a
  Subsidiary (170,440) (1,469,833)
Provision for
  diminution in value of
  Investments - 12,850,067
Provision for debt and
  doubtful debts 8,643,445 6,063,938
Write back of provision for
  bad and doubtful debts (1,500,000) (9,078,155)
Provision for inventories
  losses and obsolescence 796,407 1,183,866
Write back of provision for
  inventories losses and
  Obsolescence (431,168) (683,866)
Provision for completed
  properties for sale - 4,045,271
Write back of provision for
  completed properties
  for sale - (13,301,140)
Provision for properties
  under development 8,000,000 -
Recognition of deferred
  Income (4,723,933) (2,331,079)
Amortisation of goodwill 4,714,285 5,123,679
Interest income (14,884,696) (26,516,792)
Interest expenses  64,301,446 77,002,916
Dividend income           (2,634,000)                           -

         97,323,678          99,204,385
Operating profit before
  working capital changes 404,505,781 360,785,326
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28 Notes to cash flow statement (continued)

Cash flows from operating activities (continued)
1999 1998

RMB RMB RMB RMB
(Increase)/decrease in
  trade and other
  Receivables (8,055,383) 79,248,997
Increase in inventories (93,890,089) (57,073,777)
Increase in properties under
  Development (10,625,171) (142,601,577)
Increase in completed
  properties for sale (220,081,422) (212,954,852)
Increase in properties held
  for development (11,594,571) -
Increase/(decrease) in trade
  and other payables        172,835,069       (133,897,930)

      (171,411,567)       (467,279,139)
Cash inflow/(outflow) from
  Operations 233,094,214 (106,493,813)
Interest paid (64,301,446) (77,002,916)
Income tax paid         (48,518,436)         (46,988,725)

      (112,819,882)       (123,991,641)
Net cash inflow/(outflow)
  from operating activities 120,274,332 (230,485,454)

========== ==========

29 Financial instruments

Financial assets of the Group include cash, listed and unlisted investments and trade receivables.  Financial
liabilities of the Group include loans and borrowings and trade payables.

(a) Interest rate risk

The interest rates and terms of repayment of bank loans of the Group are disclosed in note 23 to the accounts.

(b) Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if counter-parties failed
completely to perform as contracted.

Substantially all of the Group’s cash and cash equivalents are deposited with banks except a deposit of
RMB14,103,022 (1998: RMB128,102,854) is deposited with a security broker firm at 31 December 1999.  The
Group generally does not require collateral from its customers and is exposed to credit-related losses in the
event of non-performance by customers.  However the Group does not have significant unwarranted
concentration of exposure to individual customers.
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29 Financial instruments (continued)

(c) Foreign exchange risk

Foreign exchange risk is defined as transaction risk, i.e. the risk of the Group’s commercial cash
flows being adversely affected by a change in exchange rates for foreign currencies against RMB,
and balance sheet risk, i.e. the risk of net monetary assets in foreign currencies acquiring a lower
value when translated into RMB as a result of currency movements.

Substantially all the Group’s cash flows are denominated in RMB except the foreign currency
denominated bank loans as disclosed in note 23.

The Group has no material balance sheet exposure in respect of subsidiaries’ net monetary assets
denominated in foreign currencies.

(d) Fair value

The fair values of cash, trade receivables, trade payables, loans and borrowings are not materially
different from their carrying amounts.

30 Comparative figures

The presentation and classification of items in the accounts have been changed due to the adoption
of the requirements of International Accounting Standard IAS 1 (revised) “Presentation of Financial
Statements” and IAS 14 (revised) “Segment Reporting”.  As a result, additional line items have been
included on the face of the consolidated profit and loss account as required by IAS 1 (revised), such
as other operating income, net financing income/(expenses) and analysis of expenses.  Furthermore,
the segmental information has included geographical segments information and additional line items
have been included in the note 2 “Segment Reporting” as required by IAS 14 (revised), such as
segment assets, segment liabilities, segment capital expenditure and segment depreciation and
amortization.  Comparative figures have been reclassified to conform with the current year’s
presentation.
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