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As a result of the unification of exchange rates in the PRC effective on 1st
January 1994, monetary assets and liabilities of the Company as at 1st January
1994 denominated in foreign currency were translated into RMB using the
unified rate. The unified rate on 1st January 1994 was effectively determined
based on the Swap Centre rate. An exchange gain of RMB182,042,000 arising
from the retranslation of the foreign currency monetary assets and liabilities
on 1st January 1994 was deferred and amortised into income over 5 years in
the accounts prepared in accordance with PRC GAAP. Since the Swap
Centre rates had already been used in preparing the accounts under HK
GAAP as of and for the year ended 31st December 1993, the above noted
exchange gain had already been reflected in the HK GAAP accounts as of

and for the year ended 31st December 1993.

(b) As a result of the different foreign exchange rates adopted in preparing
the accounts of 1993 under HK GAAP and PRC GAAP, the cost of fixed
assets denominated in foreign currencies acquired up to 31st December
1993 was different between the two sets of accounts. This has resulted in
additional depreciation charge of RMB11,480,000 in the accounts prepared
in accordance with HK GAAP in current year (2001: RMB11,480,000).

(c) Under PRC GAAP, the negative goodwill arising from the excess of the
Group’s share of the net assets of the subsidiaries acquired over the
acquisition costs is amortised into the profit and loss account over 10 years.
Under HK GAAP, the negative goodwill recognised is amortised on a straight-
line basis over the weighted average remaining useful lives of the identifiable
depreciable assets acquired. As a result of the difference in accounting
treatment, net income was reduced by approximately RMB12,443,000 (2001:
RMB17,889,000) under HK GAAP.
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(d) As noted in note 2, the Company adopted HK SSAP 9 (revised), “Events
after the balance sheet date”, effective from 1st January 2001. As a result,
dividends proposed or declared after year end are not recognised as liabilities
at the balance sheet date. Under the PRC accounting standards, the aforesaid

dividends are recognised as liabilities at the balance sheet date.

(e) In 1993, foreign currencies transactions were translated into RMB at
average official exchange rates prevailing on the dates of the transactions
under PRC GAAP. Monetary assets and liabilities denominated in foreign
currencies were translated into RMB at the average official exchange rate
ruling at the end of each month. The exchange differences were dealt with
in the profit and loss account of the year. However, under HK GAAP, foreign
currencies transactions are translated into RMB at the applicable Swap Center
exchange rate prevailing on the day of the transaction. Monetary assets and
liabilities denominated in other currencies were translated into RMB at the
applicable rates of exchange prevailing on the balance sheet date as quoted
by the Swap Center. As a result of the different exchange rates used under
the two GAAPs, exchange differences of RMB37,878,000 in 1993.

(f) During the year, a subsidiary of the Company obtained waivers from
creditors on certain payable balances of approximately RMB1,464,000 (2001:
RMB9,439,000). Pursuant to the requirements under PRC GAAP, such
amount was credited directly to reserves while the amount waived was

recognised as other income under HK GAAP.

(4) Analysis on fluctuation in accounts

Financial statement captions fluctuated by at least 30%, with balance
accounted for at least 5% of total assets as at 31st December 2002 or at
least 10% of net profit for the year ended 31st December 2002 are analysed

as follows:
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a) Cash and bank deposits

The increase in cash and bank deposits of the Group and the Company was

mainly due to the increase in operating cashflow arising from the increase in

turnover during the year.

b) Short-term investments and other receivables

The increase in short-term investments and decrease in other receivables of

the Company was mainly due to the use of entrusted loans by the subsidiaries

in settling the loans due to the Company.

¢) Turnover

The increase in turnover of the Group was mainly due to the increase in the

sales volume of Huanan and Xian Regions during the year.

d) Non-operating expenses

The increase in the non-operating expense of the Group was mainly due to

the increase in the provision for impairment of fixed assets during the year.

e) Enterprise Income Tax (“EIT")

The increase in the EIT of the Group was mainly due to the increase in
turnover of the Huanan and Xian Regions, which resulted in the increase in
the assessable profits of the Group. The increase in the EIT of the Company
was mainly due to the increase in the turnover of Shandong Region, which

resulted in the increase in the assessable profit of the Company.

f) Profits shared by minority shareholders

The increase in the profits shared by minority shareholders was mainly due

to the increase in the net profit of the Huanan and Xian Regions.
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G)FERERE (5) Supplementary information of profit and loss account
e AF
Group Company
2002 2001 2002 2001
HE - RESPITHIREES LTS WM 245,413 - 245,413 -

Sale or disposal of departments or investments
BTBERE BB DA B85 T

Adjustment from change of accounting policies

(18,355,871)

(10,180,709)

&5t 245,413
Total

(18,355,871)

245,413 (10,180,709)




