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To the shareholders of
China Shipping Development Company Limited

We have audited the accompanying financial statements of China Shipping Development Company Limited (“The
Company”), which comprise the consolidated balance sheet of the company as at 30 June 2007, the consolidated

profit and loss account and the consolidated cash flow statement of the company for the half of year then ended, and

the notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

with China Accounting Standards. This responsibility includes: designing, implementing and maintaining internal

control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error, selecting and applying appropriate accounting policies; and making accounting

estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our
audit in accordance with Auditing Standards of Chinese Certified Public Accountants.  Those standards require that

we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the

financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk

assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made

by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of China Shipping

Development Company as of June 30, 2007, and of its financial performance and its cash flows for the half of year

then ended in accordance with China Accounting Standards.

BDO Shanghai Zhonghua
Certified Public Accountants

Shanghai, August 2nd, 2007

Appendix I

Interim financial report prepared under the PRC accounting standards

Independent Review Report
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BALANCE SHEET

CURRENT ASSETS

CURRENT ASSETS:
    Cash and cash equivalents
    Transaction financial assets
    Notes receivable
    Accounts receivable
    Prepayments
    Interests receivalbe
    Dividends receivable
    Other receivables
    Inventory
    Long-term debt investment
       due within 1 year
    Other current assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS:
    Financial assets available for sale
    Investments holding till maturity
    Long-term accounts receivable
    Long-term   equity   investment
       Fixed assets
    Construction  in  progress
    Intangible  assets
    Good will
    Long-term   deferred   expenses
    Deferred tax assets
    Other   long-term   assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS
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BALANCE SHEET (continued)

Labilities and owner’s equity

CURRENT LIABILITIES:
    Short-term loans
    Transaction financial liabilities
    Notes payable
    Accounts payable
    Advances from customers
    Accrued payroll
    Taxes payable
    Interests payable
    Dividends payable
    Other payable
    Long-term liabilities due within 1 year
    Other currents liabilities

TOTAL CURRENT LIABILITIES:

NON-CURRENT LIABILITIES:
    Long-term loans
    Accrued liabilities
    Deferred tax liabilities
    Other financial liabilities

TOTAL NON-CURRENT LIABILITIES:

TOTAL LIABILITIES

OWNER'S EQUITY:
Share capital
Capital surplus
   Deduct£ºTreasury stock
Reserved fund
Retained earnings
Difference of foreign currency translation

OWNER'S EQUITY OF HOLDING COMPANY

 MINORITY INTEREST
TOTAL OWNER'S EQUITY

 TOTAL LIABILITIES AND OWNER'S EQUITY
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INCOME STATEMENT

ITEM

Sales

Less: Cost of sales

Sales taxes

Sales expense

General and administration expense

Financial expenses

Loss of assets

ADD:Variance of fair value

Income on investment

Including: Share of subsidaries

Operating Profit

Non-operating income

Less: Non-operating expense

Including: Loss of disposal

Total Profit

Less: Income tax

Net Profit

 Attributable to holding company

Minority interests

Earning per share

Earning per basic share

Earning per diluted share
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CASH FLOW STATEMENT

ITEM

1. Cash Flows from Operating Activities

Cash received from sales of goods or rendering of services

Refund of taxes and levy

Other cash received relating to operating activities

Sub -total of cash inflows

Cash paid for goods and services

Cash paid to and on behalf of employees

Tax paid

Other cash paid relating to operating activities

Sub -total of cash outflows

Net Cash flows from operating activities

2. Cash Flows from Investing Activities

Cash received from  disposal of investments

Cash received from investment income

Net cash received from disposal of fixed assets,

Other cash received relating to investing activities,

    intangible assets and other long-term assets

Sub -total of cash inflows

Cash paid to acquire fixed assets, intangible assets,

  and other long-term assets

Cash paid to acquire equity investment

Cash paid to acquire subsidaries

Other cash paid relating to investing activities

Sub-total of cash outflows

Net cash flows from investing activities

3. Cash Flows from Financing Activities

Proceeds from issuing shares

Proceeds from borrowings

Other proceeds relating to financing activities

Sub -total of cash inflows

Cash out for the payment of loans

Cash payments for distribution of dividends or profits

Other cash payments relating to financing activities

Sub -total of cash outflows

Net cash flows from financing activities

HOLDING COMPANY

4,985,040,670.40

-

212,260,018.49

5,197,300,688.89

1,686,406,304.65

365,649,393.53

449,292,088.34

166,430,001.71

2,667,777,788.23

2,529,522,900.66

806,564.00

9,426,638.25

272,045,900.91

-

282,279,103.16

2,032,261,498.63

300,000.00

-

-

2,032,561,498.63

-1,750,282,395.47

-

1,850,000,000.00

-

1,850,000,000.00

1,889,928,162.52

585,360,773.60

1,776,657.55

2,477,065,593.67

-627,065,593.67

Group

5,735,556,415.59

-

76,125,213.73

5,811,681,629.32

2,176,349,999.20

365,753,014.55

417,819,882.69

100,851,702.74

3,060,774,599.18

2,750,907,030.14

-

806,564.00

9,426,638.25

620,232,919.03

-

630,466,121.28

2,516,824,992.77

300,000.00

934,065.00

-

2,518,059,057.77

-1,887,592,936.48

-

2,158,810,973.86

-

2,158,810,973.86

1,943,617,393.23

615,400,792.81

2,772,923.67

2,561,791,109.71

-402,980,135.85

2007.1-6
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CASH FLOW STATEMENT(continued)

ITEM

4. Effect of Foreign Exchange Rate Changes on Cash

5. Net Increase in Cash and Cash Equivalents

Supplemental Information

1. Reconciliation of Net profit to Cash Flows from

  Operating Activities

Net profit

Add:provision for assets

Depreciation of fixed assets

Amortization of long-term deferred expense

Amortization of long-term deferred expense

Losses  on disposal of fixed assets, intangible assets and

  other long-term assets (or deduct:gains)

Losses on discrap of fixed assets

Variance of fair value

Financial expenses

Losses arising from investments(or deduct gains)

Decrease of deferred assets

Increase of deferred liabilities

Decrease in inventories (or deduct: increase)

Decrease in operating receivables (or deduct: increase)

Increase in operating payables(or deduct: decrease)

Others

Net Cash flows from operating activities

2. Investing and financing activities that do not

  involving cash receipts and payments

Conversioin of debt into capital

Reclassify convertible bonds to be expired within one year

Fixed assets financed by finance leases

3. Net Increase in Cash and Cash Equivalents

Cash at the end of the period

Less: Cash at the beginning of the period

Plus:  Cash equivalents at the end of period

Less:  Cash equivalents at the beginning of period

Net Increase in Cash and Cash Equivalents

HOLDING COMPANY

-8,533,033.95

143,641,877.57

1,967,288,615.67

3,106,024.90

356,030,889.98

518,107.38

4,327,011.00

-133,994,948.87

-60,400,000.00

63,549,083.49

-100,947,350.82

443,443.03

22,711,345.39

-55,859,887.11

-47,721,483.66

524,892,050.28

-14,420,000.00

2,529,522,900.66

514,449,648.49

370,807,770.92

143,641,877.57

Group

-15,824,726.49

444,509,231.32

2,226,796,596.92

1,539,076.69

459,288,995.93

518,107.38

4,327,011.00

-195,491,003.90

-60,400,000.00

112,782,394.73

-100,947,350.82

-521,723.50

70,711,516.99

-57,133,181.26

78,052,834.47

225,803,755.52

-14,420,000.00

2,750,907,030.14

919,772,338.08

475,263,106.76

444,509,231.32

2007.1-6
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

2007.1-6

1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets avaliable for sale

3.2.2. Under the equity method of the effect of other changes

  in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (continued)

2007.1-6

1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included

  in the liabilities

3.2.1 Variance of fair value of financial assets

   avaliable for sale

 3.2.2. Under the equity method of the effect of other

  changes in the owners'equity of the invested

   enterprise

 3.2.3 The effect of income tax related to the liabilities

 3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred

 stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

2006.1-6

1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets avaliable for sale

3.2.2. Under the equity method of the effect of other changes

  in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (continued)

2006.1-6

1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included

  in the liabilities

3.2.1 Variance of fair value of financial assets avaliable for sale

 3.2.2. Under the equity method of the effect of other changes

   in the owners'equity of the invested  enterprise

 3.2.3. The effect of income tax related to the liabilities

 3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred

 stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007
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1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets

  avaliable for sale

3.2.2. Under the equity method of the effect of other

  changes in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007

STATEMENT OF CHANGES IN EQUITY
2007.1-6
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1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets

  avaliable for sale

3.2.2. Under the equity method of the effect of other

  changes in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3. Others

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007

STATEMENT OF CHANGES IN EQUITY (continued)
2007.1-6
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1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets

  avaliable for sale

3.2.2. Under the equity method of the effect of other

  changes in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3.

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007

STATEMENT OF CHANGES IN EQUITY
2006.1-6
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1. Balance at 31 December 2006

Add: Adjustment of changes in

  accouting policy

2. Balance at 1 Janurary 2007

3. Variance of the period

3.1 Net profit

3.2 The profits and losses directly included in the liabilities

3.2.1 Variance of fair value of financial assets

  avaliable for sale

3.2.2. Under the equity method of the effect of other

  changes in the owners'equity of the invested enterprise

3.2.3 The effect of income tax related to the liabilities

3.2.4. Others

Subtotal of above 1 and 2

3.3 Owners inputs and reducing capital

 1. Owners of capital

 2. Included in the shares to pay the amount of the owner's equity

 3. Others

3.4 Distributable profit to shareholders

3.4.1. transfer to statutory surplus reserve

3.4.2. dividends to preferred stock shareholders

3.4.3.

3.5 liabilities' internal carry-over

3.5.1. Transfer-in from capital surplus

3.5.2. Transfer-in from surplus reserve

3.5.3. Recovery of losses from surplus reserve

3.5.4. Others

4. Balance at 30 June 2007

STATEMENT OF CHANGES IN EQUITY (continued)
2006.1-6


