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3.2 The rate of income tax is 15%.

Pursuant to a directive 1998 (250) jointly issued by Shanghai Tax Bureau and Shanghai Bureau of Finance

on 8 October 1998, the Company, registered in Shanghai Pudong New Area, is entitled to a preferential

income tax rate of 15% effective. ZhuHai New Century Co., Ltd., the subsidiary company registered in

Zhuhai Economy Zone, is entitled to a preferential income tax rate of 15% effective. Shanghai Friendship

Shipping Co., Ltd., the subsidiary company registered in Shanghai free-trade zone, is entitled to a prefer-

ential income tax rate of 15% effective. Hai’nan Hai’xiang Shipping Industry Co., Ltd., the subsidiary

company registered in Hai’nan Economy Zone, is entitled to a preferential income tax of 15% effective.

China Shipping Development (Hong Kong) Marine Co., Ltd., the subsidiary company registered in Hong

Kong, is entitled to a preferential income tax of 17.5% effective. Shanghai Time Shipping Co., Ltd., the

subsidiary company registered in Pu Dong New District, is entitled to a preferential income tax rate of

15%.

3.3 Tax of city construction: 7%.

3.4 Education affixation:3%.

3.5 Maintenance for river way:1%.

3.6 According to the tax regulations of PRC, other taxes are provided periodically.
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NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

Registered

capital(0’000)

Company   name

Hai'nan Hai'xiang Investment

    Co., Ltd. (Note 2)

Shanghai Time Shipping Co., Ltd.

    (Note 2)

Zhu'hai New Century

    Shipping Co., Ltd.

Shanghai Friendship Shipping

    Co., Ltd.

China Shipping Development (Hong

Kong) Marine Co., Ltd. (Note 1)

%  of

registered

capital

Engaged

business

4. Subsidiaries and Associated Companies

4.1 Subsidiaries and Associated Companies
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Note 1: On 31 December, 2001, the Company entered an agreement with China Shipping (Hong Kong) Holding

Co., Ltd. In that agreement, China Shipping (Hong Kong) Holding Co., Ltd. entrusted 1% ownership of

China Shipping Development (Hong Kong) Marine Co., Ltd to the Company, so the Company in reality

owns 100% ownership of that company.

Note 2: Hai’nan Hai’xiang Investment Co., Ltd., the subsidiary company, transfered its equity capital of 50% of

Shanghai Time Shipping Co., Ltd. to China Shipping Development Co., Ltd., then it came into liquation

procedure on 20 November, 2006.

4.2 The consolidated companies and the alteration of consolidation

Hai’nan Hai’xiang Investment Co., Ltd., the subsidiary company, transfered its 50% of equity capital of Shang-

hai Time Shipping Co., Ltd. to China Shipping Development Co., Ltd., then it came into liquidation procedure

on 20 November, 2006,so it’s not included in the consolidated scope. As Shanghai Time Shipping Co., Ltd. has

been consolidated in 2006.

China Shipping Development (Hong Kong) Marine Co., Ltd., the subsidiary company, has been consolidated.

The financial statements of its joint venture Zhu’hai New Century Co., Ltd, Shanghai Friendship Shipping Co.,

Ltd and Shanghai Time Shipping Co., Ltd. have been consolidated with proration method.

The effective investment of the companies above-mentioned in the consolidated scope is as follows:
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6. Notes to financial statements

(Expressed in RMB)

6.1 Cash and cash equivalents

Including the foreign currency:

Item

Cash on hand

Cash in bank

Cash equivalents

Total

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

China Shipping Development (Hong Kong) Marine Co., Ltd. was invested USD 0.5 million, Shanghai Time

Shipping Co., Ltd. was invested RMB 692.1323 million, Zhu’hai New Century Shipping Co., Ltd. was invested

RMB 145 million, Shanghai Friendship Shipping Co., Ltd. was invested RMB 25 million.

5. Sub-Organizations

The Company has sub-organizations, namely Tanker Company and Cargo Company, Tanker Company

Guangzhou Branch. Collected by HQ, the individual reports are constituted to parent company’s.
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As at Dec. 31st, 2006 there are no material pledged, frozen, deposited abroad and limited convertibility cash that

required to be disclosed in the financial statement.

6.2 Notes Receivable

No material pledged and impawned notes receivable that required to be disclosed in the financial statement up to the

report date.

Category of notes

Bank draft

6.3 Accounts Receivable

There are no receivables due from the shareholders who have the ownership over 5%.

Provision for

bad debts

Provision for

bad debts

Aging

< 1 year

1-2 years

2-3 years

>3 years

Total
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The top five customers of accounts receivable:

The total amount of top five is RMB 63.32 million, presented 15% of the balance as at 2006.12.31.

Description

Freight

Freight

Freight

Freight

Freight

Aging

<1 year

<1 year

<1 year

<1 year

<1 year

Customer name

Yangzhou the second

  Dynamoelectric Co., Ltd.

Shanghai Guilong Shipping

  Development Co., Ltd.

Shanghai Electric Power Co., Ltd.

Ningbo China Offshore Oil Shipping

  Co., Ltd.

Huaneng International Power Co., Ltd.

  Dalian Branch.

6.4 Other Receivables

There are no receivables due from the shareholders who

have the ownership over 5%.

Aging

< 1 year

1-2 years

2-3 years

>3 years

Total

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)
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The amount aging over 3 years are long-term petty cash.

The closing balance is 7.8 times to the closing balance of 2005, because it exists other receivables of selling ship

which named JianShe #33#36 of RMB 231.45 million, the contract of selling ship was effected on 30 December,

2006.The amount of other receivables received on 20 March,2007.

The top five items of other receivables:

The total amount of top five items is 279.78million, 83.50% of the balance of other receivables as at 2006.12.31.

Description Aging

<1 year

<1 year

<1 year

<1 year

<1 year

Customer name

China Shipping Hai’sheng

  Co., Ltd.

PICC

Sailor Board Wages

Petty cash of foreign currency

CPIC

6.5 Advance to suppliers

There are no receivables due from the shareholders who have the ownership over 5%.

 

Aging

< 1 year

1-2 years

Total
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6.6 Inventories

6.7 Prepaid Expense

The top five customers of prepayments:

The total amount of top five items is 795.37million, 97.41% of the balance of the other receivables as at 2006.12.31.

Description Aging

<1 year

<1 year

<1 year

<1 year

<1 year

Customer name

Guangzhou Maritime

  (Group) Co., Ltd.

SUPER  DRAGON  LTD.

Dalian Shipping (Group)

  Co., Ltd.

China Shipping International

Shipping Management Co., Ltd.

JADE  QUEEN  NAVIGATION

  INC.

Item

Bunker oil

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

Decreasing

Vehicle insurance

Vessel insurance

Others

Total

Increasing
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6.8 Long-term investments

6.8.1  Stock investment

Item

Long-term

 equity investments

Amount Impairment Amount

Disposals

Impairment

Nature of stock Stock

Quantity

101,200

20,000,000

% of investee's

paid-in capital

Name of stock

Yuan’shui Stock

China Merchants Energy

  Shipping Co., Ltd

Total

6.8.2  Other long-term equity investment

Ownership

%

Term of

investment

Investee

Shanghai Bao'jiang

  Shipping Co., Ltd.

Cost of

investment
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6.8.3  Equity investment difference

Note 1: Hai’nan Hai’xiang Investment Co., Ltd., the subsidiary company, came into the liquidation procedure on 20

November, 2006. The book value of investment was written off.

Note 2: The difference was caused because China Shipping Development Co., Ltd. acquired 50% equity of Shang-

hai Time Shipping Co., Ltd.  (see the notes 7.1.2)

Beginning

balance

-689,790.00

-

-689,790.00

Disposals

-689,790.00

-

-689,790.00

Ending

 balance

Name of company

Hai’nan hai’xiang Investment

  Co., Ltd.(note 1)

Shanghai Time Shipping Co.,

  Ltd.(note 2)

Total

Addition

-

3,668,774.35

3,668,774.35

6.9 Fixed Assets and Accumulated depreciation

(1) Costs

2005.12.31 Additions Disposal

Buildings

Vessels

Vehicles

Others

Total

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)
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(2) Accumulated depreciation

There were 8 vessels which the net value of these vessels was RMB 2,267.99 million mortgaged to get the bank loan

RMB 1789.24 million, including the 1 vessel with net value of RMB 114.16 million from associated company which got

the loans RMB 69.65 million.

2005.12.31 Additions Disposal

Buildings

Vessels

Vehicles

Others

Total

Impairment

  of fixed assets

Leasehold

  improvements

Net value

Cost of

fixed   Assets

Additions DisposalsIterm

Special painting of

    “daqin 88”

Special painting of

    “yanghe” welhouse

Special painting of

    “songlinwan”

Total

6.9.1 Leasehold improvements
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6.10 Construction in progress

Transferred

to fixed assets

Name of

construction

Vessels

  purchase

Including:

Capitalization

  of borrowing

   cost

Improvement of

  vessels

Others

Total

2005.12.31 Addi t ions Completion

percentage

Source  of

funds

Transferred

to cost

11,464.02 Million

70.23 Million

2.07Mil l ion

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

6.12 Short-term Loans

Maturity

Bank

Credit Loan

Credit Loan

Total

2005.12.31

(RMB)

Rate

6.11 Intangible Assets

Period  left

Item

House use right

Land use right

Software

Total

Accumu lated

amortization

Amortization

this yearAdditions2005.12.31Costs
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6.13 Accounts Payable

There are no payables due to the shareholders who have the ownership over 5%.

Aging

< 1 year

1-2 years

2-3 years

>3 years

Total

6.14  Advance from customers

There are no payables due to the shareholders who have the ownership over 5%.

Aging

< 1 year

1-2 years

2-3 years

>3 years

Total

6.15 Taxes payable

Income Tax

Sales Tax

Tax of city construction

Value Added Tax

Individual Income Tax

Stamp Tax

Total
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 6.16 Other tax payable

6.17 Other payables

The main items of ending balance are listed as follows:

The amount of the main items mentioned above is 557.40 million, 97.60% of the balance of other payable as at 2006.

12.31.

The closing balance of this year is 1.45 times to the year of 2005 mainly because the company purchased vessels from

Guangzhou Maritime (Group) Co., Ltd.

6.18 Accrued expenses

Education affixation

Maintenance for river way

Stamp tax

Vehicle & Vessel tax affixation

Prevent flood maintenance fee

Total

Aging

< 1 year

1-2 years

2-3 years

> 3 years

Total

Description

Staff welfare and benefit

Pretty cash of foreign currency

The payables for purchase vessels

Shipping fee of commission

Loan interest

Others

Total

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)
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6.19 Long-term liabilities due within 1 year

Including the mortgaged loan RMB 90.67 million, USD 15.38 million.

The Long-term liabilities due within one year is 2.69 times to the year of 2005, because it increased bridge loan of

RMB 720 million.(see notes 12.2).

Aging

< 1 year

< 1 year

Interest rate

Vessels pledge/

cautioner/credit

Loan sort

Bank loans

Non-bank

 institution loans

Total

6.20 Long-term loans

Including the mortgaged loan RMB 575.26 million, USD 128.473 million.

2005.12.31 Maturity Interest rate Notes

Vessels

pledge/cautioner

Vessels  pledge

Vessels  pledge

Vessels  pledge

Vessels  pledge

Vessels  pledge

Bank

ICBC

Bank  of  China

China  Merchant  bank

Citi  bank

DNB Nor  Bank   ASA

Royal  Bank  of  Scotland

Total
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6.21 Long-term payables

6.21.1 Finance Lease Payables

Notes:The loan of China import&export bank will be expired in 2007,it has been transferred into Long-term liabilities

due within one year.

  RMB loans

247,009,088.84

247,009,088.84

494,018,177.68

844,123,038.63

1,832,159,393.99

The aging of

long-term loans

1-2 years

2-3 years

3-5 years

> 5 years

Total

Item

Finance Lease

  Payables

Finance Lease

  Payables

Unrecognized

  financing expenses

Total

EUR 2,906,982.72

USD 14,172,538.78

27,848,022.36

114,375,222.46

-23,276,943.30

118,946,301.52

Term Original amount Interest rateEnterprise

China Import &

  Export Bank

China Import &

  Export Bank

Foreview

(HongKong) Ltd.

Total

2005.12.31

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)
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6.21.2 Unrecognized Financing Expenses

Additions

157,850

129,600

45,150

332,600

-

-

-

-

1.  Non-trading shares

Including : State-owned legal

person  shares

2.  Trading shares

H shares

A shares

3.  Total

Par Value:1RMB

-

-

-

-

-

-

-

-

-

-

-

-

Others

-

-

-

-

Sub-total

-

-

-

-

Increase          Decrease

Quantity:10 thousand

6.22 Share capital

6.23 Capital surplus

Item

Share premium

Other

Total

6.24 General reserves

2005.12.31 Increase Decrease

Item

Statutory surplus Reserve

Statutory public welfare

reserve

Other reserve

Total

Adjustment for

consolidation scope
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NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

6.25 Retained Earnings

Amount

3,940,370,036.15

13,504,900.89

3,953,874,937.04

2,760,792,868.50

6,714,667,805.54

280,315,018.92

997,800,000.00

5,436,552,786.62

Retain earnings as at 2005.12.31

Opening balance adjustment (Note 1)

Add: Net profit in 2006

Distributable profit

Less:Transfer to Statutory surplus reserve

Distribute Dividends of 2005

Retain earnings as at 2006.12.31

Note 1: The adjustment is due to the changes of consolidation scope.

According to the resolution of Shareholder’s Meeting, the proposed dividend distribution for 2005 was RMB 0.30

(including taxes) per share. The total distribution of dividends was RMB 997,800,000.00 for 3,326 million shares as

total share capital.

6.26 Revenue

Item

Coal shipment

Oil shipment

Other

Total

The revenue from top five main clients is 1,998.92 million,

20.45% of total income during this period.

According to the rules of Treasury Department,(2006) No.67,the company transferred the amount of statutory public

welfare reserve into statutory surplus reserve from 1 Jan,2006.
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6.28 Other operating income

Cost Profit Income Cost Profit

Item

Lease of vessels

Manage  for vessels

Agency commission

Sales of coals

Others

Total

Income

6.27 Sales tax and surtax

Item

Sales tax

Tax of city construction

Education affixation

Maintenance for river way

Total

6.29 Finance expense

Item

Interest expense

Less: Interest income

Exchange gain and loss

Other

Total
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NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

6.33 Non-operating expense

Item

Sales of vessels

Sales of other assets

Penalty expense

Other

Total

6.30 Investment income

Item

Equity investment difference amortization

Profit and loss for investment disposal

Dividends income

Profit of stock investment

Total

6.32  Non-operating income

Item

Sales of vessels

Sales of other assets

Other

Total

6.31 Subsidy Income

Item

Government Subsidiary
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Item

Gains on disposal of fixed assets/(losses)

Government subsidiary

Profit and loss of Long-term

  investment disposal

Profit and loss of Short-term

  investment

Other

Total

6.34 Nonrecurring Gain or Loss

7. Notes to Financial Statements of Holding Company

7.1 Long-term investment

7.1.1 Stock investment

Item

Long-term equity

investment

Nature of stock

Corporation  share

Limited   tradable  share

Stock Quantity % of investee's

pain-in capital

Amount of

investment

Investee

Yuanshui Stock

China Merchants Energy

  Shipping Co., Ltd

Total
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NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

Cost of

investment

Addit ion of

 investment

Profit/loss of

current period

Accumulated

profi t / loss

E n d i n g

balanceOwnership

Beg inn ing

balance

7.1.2 Other equity investment

Investee

Shanghai Bao'jiang Shipping Co., Ltd.

Zhu'hai New Century Shipping Co., Ltd.

China Shipping Development (Hongkong)

   Marine Co., ltd.

Hai'nan Haixiang Investment Co., ltd.

Equity investment difference(note1)

Shanghai Time Shipping Co., Ltd.

Equity investment difference(notes 2)

Shanghai Friendship Shipping Co., ltd.

Total

Term of

investment

Long-term

Long-term

Long-term

Long-term

Long-term

Long-term

  Dividends

dist r ibut ion

Notes 1: Hai’nan Hai’xiang Investment Co., Ltd., the subsidiary company, came into liquidation procedure on 20

November, 2006. The related log-on procedure of taxation and business was not finished until 31 December,

2006.

Notes 2: The company acquired the 50% (RMB 338.4635 million) of Shanghai Time Shipping Co., Ltd. which was held

by Hai’nan Hai’xiang Investment Co., Ltd., the purchase price was based on appraisal price(RMB 411.8390

million),which caused equity investment difference of RMB 73.3755 million. As the company hold the 95%

equity of Hai’nan Hai’xiang Investment Co., Ltd., when offset the profit of internal transaction RMB 60.7067

million, up to 2006.12.31,the equity investment difference of Shanghai Time Shipping Co., Ltd. in Long-term

investment is RMB 3.6688 million.

Disposal of

current period
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2005.12.31 Increase Decrease

Buildings

Vessels

Vehicles

Others

Total

7.2  Fixed Assets and Accumulated depreciation

(1) Costs

Increase

 Provision:

Leasehold improvements

Net value

Buildings

Vessels

Vehicles

Others

Total

2005.12.31 Decrease

There were 4 vessels which the net value of these vessels was RMB 924.48 million mortgaged to get the bank loan

RMB 665.93 million.

(2) Accumulated Depreciation:
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7.3 Revenue

Item

Coal shipment

Oil shipment

Other

Total

The revenue from top five main clients is 1,998.92 million, 22.12% of total revenue during this period.

7.4 Investment income

Item

Profits and loss of equity investment

Dividends income

Profit of stock investment

Equity investment difference amortization

Total

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)

Special painting of

    “Da Qin 88”

Special painting of

    “Yang He” welhouse

Special painting of

    “Song Lin Wan”

Total

7.2.1 Leasehold improvements
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Net profit under Chinese Accounting Standards

The difference between Chinese Accounting Standards and HK GAAP

Including: Difference of depreciation of vessels

 Difference of deferred income from related companies

Difference of housing funds

Deferred tax adjustment

Financial asset at fair value through profit and loss

Others

Net profit under HK GAAP

Owners’ equity under Chinese Accounting Standards

2006.1-12 house founding amortizing

Financial asset at fair value through profit and loss

Derivative financial instruments

Deferred  Tax

Adjustments for revaluation surplus, exchange gain or loss,

depreciation, income of vessels sales and others

Owners’ equity under HK GAAP

8. The Difference between Chinese Accounting  Standards and HK GAAP
(Unit:RMB’000)

The international audit report of the company as at Dec 31,2006 was prepared by Ernst & Young CPAs.

Registered   address

 Shanghai  China

HongKong China

Business   Scope

Cargo shipment along sea, ocean, domestic transporta-

tion for goods

Bale transport at sea, shipping leasehold,lay-up,

shippingdeputize, shipping spare part,elding and food-

stuff purvey

Relationship

Holding

company

Subsidiary

 company

Economic   type

State owned

State owned

Corporate  delegate

Li  Keling

Wu Zhongxiao

Name  of  related  party

China Shipping (Group)

    Company

China Shipping Development

    (Hongkong) Marine Co., ltd.

9. Related Party Transactions and Balances

9.1The related parties that the Group controls
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9.3  The change in ownership of the Holding Company

(unit: RMB’000)

Addition DecreaseName of related party

China Shipping
 (Group) Company

China Shipping
  Development

  (Hongkong)

  Marine Co.,ltd.

Amount

1,578,500 47.46

100.00

Amount

-

-

Amount

-

-

Amount

1,578,500

4,140

Ending

balance

2005.12.31
Beginning

balance

9.2 The change in registered capital of the Holding Company

(unit: RMB ‘000)

Beginning

balance

6,620,227

4,140

Addition

-

-

Decrease

-

-

Name of related party

China Shipping

  (Group) Company

China Shipping Development

    (Hongkong) Marine

    Co.,ltd.

NOTES TO CONSOLIDATED FINANCIAL

STATEMENTS
(continued)


