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Mr. Zhu Wuan, the Chairman of the Company.

MANAGEMENT DISCUSSION AND ANALYSIS

(1

(1)

OPERATING CONDITIONS OF THE
COMPANY DURING THE PERIOD

The printing presses produced by the Company was
recognised by the Beijing Municipal as one of the top ten
products of the modern manufacturing industry. At present,
the Company has established five series of products in
different standards including sheet fed offset presses, rolled
sheet offset presses, intaglio presses, form presses and soft
cover presses. The Company has created the competitive
advantages on technology in respect of “N300” series
products and achieved the market position of “N300” as
products with high quality and advanced technology. Such
achievement brought the printing presses technology in the
PRC to a stage of higher standards.

OPERATING RESULTS OF THE COMPANY
1) The sales of the Company amounted to Rmb

926,929,000 for 2002, representing an increase of
32.59% as compared with last year.
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2)

In 2002, the Company fully utilised its own
advantages, relied on the currently acceptable
economic environment, strived to seize investment
opportunities, continued to achieve the expansion
beneficial to the Company’s production and explored
into new areas based on the strong foundation of the
existing businesses.

(1)

()

®3)

On 17 January 2002, the Company entered
into an agreement with Shaanxi Huanggong
Group Printing Machinery Company Limited
for acquisition and established Shaanxi Beiren
Printing Machinery Company Limited jointly
with China Huarong Assets Management
Company. The Company holds 84.18% equity
interests in the Shaanxi Beiren so that the
Company has been successful in entering into
the soft cover presses industry economically
and filling the gap of product mix of the
Company in the business of soft cover presses
market. At the same time, such arrangement
enabled the Company to achieve revenue of
Rmb 120 million approximately.

On 8 November 2002, the joint venture
company Beijing Monigraf Automatic Control
System Company Limited established by the
Company and Monigraf Company of ltaly
formally commenced operation. The Company
has the basis of better technology and is
expected to achieve good effectiveness. The
Company’s products will supplement the
medium and high class products of “Beiren”
which can ensure the technical capability of
automatic control system of the products and
reduce costs.

The Company and Mabeiga Company of
Germany entered into the “Contract on
Subcontracting and Supply of Complete
Design Plan of Sheet Fed Offset Presses”.
The Company and Gl Company of US entered
into a contract for co-operation in production
of high class rolled sheet offset presses and
resale of the products to the US market. These
arrangements established a stable channel for
upgrading the standards of the Company’s
products and maintaining direct
communication of international advanced
printing technology.
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The Company attempted in all aspects to explore the
market of multi-colour printing presses with Beiren
brand. The Company was successful in organising 7
live shows of multi-colour printing presses and new
products around the country and participated in 8
exhibitions in such places as Beijing, Shanghai,
Zhejiang and Shangdong. At the same time, the
Company established exhibition and training centres
in Zhejiang, Shenzhen, Beijing and Shangdong.

The operations and sales promotion by regions
achieved successful results so that the interests of
distributors could be protected and fast after-sale
services could be rendered and the collection and
feedback of more accurate market information can
be achieved. During the implementation of an
operation and sales network with clearly defined
segregation of duties and closely co-ordinated
operation, a necessary foundation was established
for Beiren’s long-term market development.

In 2002, a number of new products reached the stage
of trial production. For example, the completion in
the testing of the prototype of N373 whole sheet-fed
two-colour printing machine, prototype of N380 folio
single-colour printing machine, N375 folio four-colour
printing machine, 578 rolled sheet printing machine
and YP890A rolled document printing machine
expedited the application of design results and the
progress of selling the products in the market. At the
same time, the Company completed improvement in
N352 quarto four-colour printing machine and N381
folio single-colour printing machine and completed a
number of projects in quality improvement.

The Company strengthened the management over
subsidiaries so that rules and standards were
available for action. The Company also placed
emphasis on the transfer of advanced experience in
quality management and integrated management and
fully utilised the Company’s advantages in research
and development and market promotion and sales.
As a result, the product technology level of the
subsidiaries was enhanced, adequate support was
provided to the subsidiaries for their market
development and sales and the Company could
secure the investment return.
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6) During the reporting period, the “Beiren Brand” offset
press series of printing machines produced by the
Company were evaluated as the famous brand in
Beijing. The evaluation will be effective from
September 2002 to September 2004. At the third
China Machinery and Industrial Core Competitiveness
Senior Management Discussion Conference held in
Beijing on 8th September, 2002, the Company was
awarded the designation of the “First Hundred
Strongest Enterprises with Core Competitiveness
among China Machinery and Industrial Enterprises
in 2001”. Such award was arrived at by the
authoritative organisations after the evaluation testing
of more than 5,000 major enterprises of the PRC
machinery and industrial businesses based on the
system of evaluating machinery and industrial core
competitiveness.

(1) ADVANTAGES IN HUMAN RESOURCES

The Company tried its best to provide a platform for the
development based on the unique characteristics of an
individual. The Company respected and paid attention to
the development need of an individual. The Company has
been refining the system with an active working environment
and recognition of life values whereby a good talent can
grow together with the corporation, is well-respected by
others and can participate in the sharing of returns. This is
one of the most attractive and brilliant areas in striving for
practical development of the Company and a breakthrough
achieved during the actual work of the Company’s efforts in
establishing a corporate culture. Such achievement enabled
the Company to go beyond the stage of discussion and
proclamation. At the same time, the Company accumulated
valuable talent during the process of continuous expansion
in capital and operation in the market. The diversified human
resources enhanced the management standards of the
Company as a whole. The Company integrated the
remuneration system with the market mechanism and
combined the system of allocation based on production input
with the system of allocation based on labour input. The
Company placed priority on technicians involved in research
and development, staff with positions of advanced
technology operation, operating and sales staff and key
management staff. Such arrangement recognised the
integration of responsibilities, risk, effectiveness and
remunerations. The Company had a State-class technology
centre, possessed a professional team comprising the
experienced talent within the industry and maintained the
good and scarce human resources who understood
thoroughly the core technology and management skills.
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Flat paper printers
Rolling paper printers
Intrusion printers
Form-printing machines
Spare parts

Printing services
Others
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(IV) PRINCIPAL OPERATING INCOME AND
SEGMENTAL INFORMATION (PREPARED
UNDER PRC ACCOUNTING STANDARDS)

B ARKFTT

Unit: Rmb’000

TEEBN TEEER EFEL

ALbEF K EF EFEH

FEEBMAN TEXEBRE  EFIE%) BRE) B (%) (%)

Percentage Percentage

(%) of (%) of Gross
principal principal profit
operating  operating margins

income costs (%)

Gross Increase Increase Increase

Principal Principal profit (+) ) (+)

operating  operating margin  /Decrease /Decrease /Decrease

income costs (%) ) ) )

585,420 369,851 36.82 26.45 19.03 11.98

130,145 97,343 25.20 -19.95 -21.79 7.51
109,365 84,954 22.32

52,538 37,303 29.00 36.13 22.88 35.91

21,542 14,588 32.28 -34.71 -18.90 -29.01
17,049 11,990 29.67
10,871 8,085 25.63

[BRAGAL A | 2 BARIE 45 7 SR W5 B 3h 9 B R 2E R TAZJ40900 A AR R MARENR ~ BBIR ~ #T7LM8 - TEARFILBREAE - FRE - 4
BT FESHEROEOFBRTI  ERABRENESE - 8%  SRHERCENEBERE -

TAZJ40900 set of intrusion printing, pressing and bunching machines, a high-tech product for meeting market demand, developed by Shaanxi Beiren
Printing Company Limited. Such machinery is mainly used on special packaging paper, copperplate paper, brown paper, paperboards for bunching
holes or is ideal equipment for high-standard cigarettes, milk and drinks in the packaging industry.
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(T0) EBHEME RS e o 4

U
Z2kh#2
NE AN Bt b 45l %
Holding or

Company name shareholdings

percentage (%)

LRIEASTERBHERAF
Beijing Beiren Fuji Printing
Machinery Limited
BRI AR BB EREED T
Haimen Beiren Printing
Machinery Company Limited
A b Ak A fR AL RR
Hebei Beiren Gei Zhi Ji Chong
6336 A A F D 5 4 R
Beijing Beiren Taihe
Printing and Casting Factory
BRI AREDRBRBERD T
Ningxia Beiren Xinhua
Printing Limited
1636 A B Rl #4645 44 R
Beijing Beiren Printing Machinery
Accessories Printing Factory
16 5 db A ZUEE ED Rl #E 4R R
Beijing Beiren Jingyan
Printing Machinery Factory
EREAPHBENEREED A
Beijing Beiren Yuxin Offset
Printing Limited
A NENRI MM EHBRA T
Hubei Beiren Printing Machinery
Sales Limited
BN NMBBEIRHEERA
Guangzhou Beiren Hengtong
Printing Machinery Limited
363236 A 1B 57 ED il 4 Aol 5
BRAH
Bejing Beiren Hengtong
Printing Machinery Sales Limited
HOTIE AR E HA R AR
Zhejiang Beiren Printing
Machinery Sales Limited
BB ANRIEMEHEFRAT
Liaoning Beiren Printing
Machinery Limited
ARt A 3L = EN R 8K
BRAHF
Xian Beiren Beifu Printing
Machinery Sales Limited
LtRERAERGARAH
Beijing Monigraf Automatic Control
System Limited
PRE L AR AREE D
Shaanxi Beiren Printing Machinery
Limited

70.00

51.20

50.68

62.50

43.59

94.65

98.77

68.66

51.00

30.00

45.00

55.00

49.00

85.00

49.00

84.18
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(V) BUSINESS OPERATIONS AND RESULTS
OF HOLDING COMPANIES AND

AFFILIATES

TEEm

Main products

RIEH

Form presses

179 B 1)l
Printing machinery

BEK

Paper-feeding machine
&wme

Casting

MRk BEER
Printing and packaging

B ol #6488 1 35

Presses and part
manufacture

£ EERIEE I

Printing presses, parts
and components

BRIk EEEE

Printing and packaging

EN R =

Printing machine

AfMER
Registered
capital

42,328,060.26

29,000,000.00

4,802,600.00

4,000,000.00

24,500,000.00

2,000,000.00

4,050,000.00

22,430,000.00

1,500,000.00

1,500,000.00

2,000,000.00

1,500,000.00

700,000.00

1,500,000.00

7,500,000.00

100,000,000.00

B AR¥T

EEHRB

Asset size

115,145,280.64

44,862,451.05

10,694,747.11

18,614,655.13

22,886,969.41

8,335,100.83

20,391,838.27

53,439,395.68

2,782,320.74

6,164,795.35

7,919,683.81

5,828,682.72

3,580,563.31

3,923,424.48

7,849,927.24

202,932,294.77

Unit: Rmb
REFFH

Profit
for the year

8,463,712.85

-1,757,909.70

161,769.16

84,085.43

-2,016,637.73

-978,602.24

74,096.39

145,168.83

781.22

164.24

28,476.09

127,462.71

9,157.82

539.30

1,888,477.02

RS
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PRINCIPAL BUSINESS BY REGION
(PREPARED UNDER PRC ACCOUNTING
STANDARDS)

The Company’s principal business consisted of domestic and
overseas market. Income from principal domestic business
accounted for Rmb919,127,000, representing an increase
of 31.79% over the previous year; income from principal
overseas business was Rmb7,802,000, representing an
increase of 356.01% over the previous year.

MAJOR SUPPLIERS AND CUSTOMERS
(PREPARED UNDER PRC ACCOUNTING
STANDARDS)

The procurement of the top five suppliers of the Company
totalled Rmb33,318,000, accounting for 33.37% of the total
procurement amount for the year.

The turnover of the top five customers of the Company was
totalled Rmb121,139,000, accounting for 13.07% of the total
turnover for the year.

OPERATIONAL PROBLEMS AND
SOLUTIONS

Operational problems

(2) Increasing price for raw material including steel and
iron products obliged the Company to increase its
production cost. The operational environment was
unstable.

(2) The Company has speeded up the development of
new products. New products were launched to the
market, which increased the Company’s capital
investment and usage thereof.

(3) The Company’s credit line was relatively high and
financial expenses were increased, which directly
contributed to a loss of profit of Rmb9,408,000.

Solutions

(1) The Company has endeavoured to reduce
procurement cost by changing from comparing prices
to bidding for procurement.

(2) In order to advertise for new products, advise on
clients, increase the number of clients and sales
volume, the Company conducted a series of
promotional activities in different regions.
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1)

2)

3) The Company has established regional and stable
network for export business.

4) The Company further enhanced its corporate
governance, strictly controlled its examination and
monitoring of expenses and reduced costs to increase
its profitability.

INVESTMENT

During the period, the proceeds the Company had raised
did not arrive. The proceeds raised last time was used up in
1998. There were no uses of capital or extended uses of
capital prior to the reporting period.

Major investments using funds other than the proceeds:

(1) During the period, the Company established Shaanxi
Beiren Printing Machinery Limited through acquisition
of Shaanxi Huanggong Groups Holding.

(2) During the period, Beijing Monigraf Automatic Control
System Limited, jointly founded by the Company and
Monigraf of Italy officially commenced operation on 8
November 2002.

(IX) FINANCIAL STATUS AND OPERATIONAL

1)

RESULTS
Results for the year

(1) Prepared under PRC Accounting Standards

(1) 20025EAKERE (i) Summary of the consolidated result of the
ES RS Group for 2002
1E1EER 20024 20014 bl )
Items 2002 2001 Increase/
Decrease
mEE Total assets 1,882,271,513.97 1,581,331,370.37 19.03%
REEE Long term liabilities 76,233,600.00 1,900,000.00  3,912.29%
B R Shareholders’ funds 979,111,254.56 951,126,165.21 2.94%
TE LA Profits from principal business  295,321,357.25 207,047,894.56 42.63%
b Net Profit 68,940,690.64 64,281,675.46 7.25%

b A B RO AR OB B AR & F
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Z2FRA : Reasons for change:

a. kR B & & £ m a. The increase of 3,912.29% in long-term
3,912.29% ' EEFH liabilities was mainly due to increased
=S EEE M o consolidation of accounts during the period.

b. F & X B A 8 b. 42.63% increase of profit from principal
42.63% FEFERRHERZ business was mainly due to the fact that mass
HEMTE2002F A production of new products commenced in
REERE BHENE 2002, which reduced production cost per unit
mAARTBE - fEm s so that profit level of the new products was
FHERBHKFER raised.

B o

2 SFEFNBIE (2)  Profit distribution for the year:

20025 20014
2002 2001
AR%TT AR¥EFT
Rmb’000 Rmb’ 000
FEFBESE  Profit distribution after tax

EEAES Statutory surplus reserve 6,650 6,486
EEDTEE Statutory public welfare fund 6,650 6,486
E DR E Distributed dividend 48,000

HoIRRE Proposed dividend distribution 42,200

(2)  REFU A 58 E R 4R (2) Prepared under Hong Kong generally accepted
accounting standards

REBES - BERS SR Audited by Deloitte Touche Tohmatsu Certified Public

TEX Accountants of Hong Kong

(1) 20025EAKEHFE (i) Summary of the consolidated results of the Group
KERE for 2002

20025 20014

2002 2001

AR%TT AR¥FT

Rmb’000 Rmb’ 000

EER Turnover 938,653 699,947
At &R Profit before taxation 86,267 41,126
Bi1E Taxation (15,057) (13,738)
HeER Profit after taxation 71,210 27,388
DEREER  Minority interests (1,874) 1,025
RERF Profit for the year 69,336 28,413
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2) AEFEDBO (i) Profit distribution for the year
20025 200145
2002 2001
AR®FrT AREF T
Rmb’000 Rmb’ 000
REGEELAES Appropriated statutory surplus reserve 6,793 2,508
REGEE AT E Appropriated statutory public welfare fund 6,785 2,508
EFKEARHKE  Proposed final dividend 42,200 48,000
a5t Total 55,778 53,016

RATESEMR2003 On 10 April 2003, the Board of Directors proposed to submit this
FA4H10B &= IkFH plan to the Annual General Meeting for voting and approval.
ERRZRRAERR

il o
FTEXEK 2)  Major businesses
(1)  EEEBWA R A 5 (1) Revenue from principal business and profit by
Il B A B LA (e v B product is as follows: (based on PRC accounting
T HEHI) standards)
By ARKTT
Unit: Rmb
FEERRA FEEKAE
Revenue from Profit from
principal business principal business
EmEER Products
FRAENFME  Sheet fed offset presses 585,419,827.20 210,836,539.34
BREAEIRI#  Rolled sheet offset presses 130,144,563.69 31,749,112.32
e Y] Business forms printing presses 52,538,461.52 14,810,312.40
L] E[ 44 Intaglio presses 109,364,631.81 23,526,884.79
, -4 e | .
AAT 2002 FEEERS ML REARDRIBREELRS - TdEAMe] B SEBORTEERT SR - BAERRSSE -
Various products of the Company exhibited at Beijing International Printing Single color and double colors hectograph printers under “Beiren” brand
Machinery Exhibition for 2002. name are in great market demand. The photo shows the assembling plant.
= NG = 7 A 7 < I /N ERREFEFEER
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Prepared in accordance with accounting
standards generally accepted in Hong Kong

=L

Turnover
20024 20014
2002 2001
AR¥FTT AR¥FT
Rmb’000 Rmb’ 000
ENmIM SR HE Manufacture and sale of printing machines 886,922 690,569
BHRERHEE Manufacture and sale of spare parts 26,054 9,377
12 (4 0l PR 7% Provision of printing service 17,049 —
EMEEERHEME Trading of raw materials and other operations 16,160 4,874
HMIEER Total sales 946,185 704,820
W HEBREAMBIIE Less: sales tax and other surcharges (7,532) (4,873)
938,653 699,947

FEEFEZHEWARETE - R

BIRMZHERABRMD

(3) A BURANFEI A B b A
B A R AL Y I R 20 A

il, ARATEPFEEBWA
£926,929,279.477 » L
H14699,076,375.57 7T
REE FHIE R 32.59
% » FEFEEIARFEZM
T BRA AL A BN Rl A IR
EREQARANEEUARZA
AMTFARHEEWRAL £

MYBRER -

2. ARA TR F & EEFE
#£7295,321,357.257¢ L
H15207,047,894.56 7T
REE FHIE R 42,63
% FEFREEHERE
2002F IR EAEE
BEYBENERRAT R
MmEAFEHERNEF

KERD ©
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Substantially all of the Group’s sales revenue is derived from
China. Sales revenue derived from outside China is

insignificant.

3)

Analysis of the reasons for material changes
incurred in the operating results and
contributions to profit compared with that of last

year

1.

The principal operating income of the
Company amounted to Rmb926,929,279.47
for the period, representing an increase of
32.59% as compared with the principal
operating income of Rmb699,076,375.57 for
the previous period. The increase was mainly
because of the inclusion of the business of
Shaanxi Beiren Printing Machinery Co., Ltd
and sales of both holding company and
subsidiaries increased as compared with
previous year.

The principal operating profit of the Company
amounted to Rmb295,321,357.25 for the
period, representing an increase by 42.63%
as compared with the principal operating profit
of Rmb207,047,894.56 for the previous period.
The increase was mainly because of the
decline in the unit cost of products as a result
of mass production of new products in 2002
so that the profit of the new products increased
this year.
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3. ARARRHERERA
163,220,537.577C ' L
#§%90,915,896.73
T AREER FHER
79.53% r TEREE
AREHN T PR A ED
Il AR E PR EE A Bl
RARGHRMNERE
B FEREEESH
0 o

4. ARARRETKERA
14,991,256.877% & L
#§%5,038,213.067T °
RN HEEHE LEHEER
197.55% » TERH
EARFE I T FREA LA
ENfml B AR EE R Al
HIERIT AR AR AR F IR
TERLE AR AR
EIEhm o

(4)  BERBHINUUSE 4 A b gk
A E R A AL Y SRR 3 A

1. RA R EARERIRTR A
184,009,844.697T * Hf
#5121,380,229.14
7C 0 HA R B HA 4 42 0
51.60% ' TEREE
ZREHN T PR A ED
I EREE AT ;
DR HEERBEREH
B FEUR & FRIE AN o

2. ARARHREERIRES
231,662,234.827T » Hi
#5128,528,475.51
70 0 HA R B HA 41 42 0
80.24% ' TEREE
DNREIREFRER T
ERALEM °

b A B RO AR OB B AR & F

(4)

The administrative expenses of the Company
amounted to Rmb163,220,537.57 for the
period, representing an increase of 79.53% as
compared with the administrative expenses of
Rmb90,915,896.73 for the previous period.
The increase was mainly because of the
inclusion of the business of Shaanxi Beiren
Printing Machinery Co., Ltd, increase in the
amount of provisions for bad debts and decline
in the prices of inventories.

The finance costs of the Company amounted
to Rmb14,991,256.87 for the period,
representing an increase of 197.55% as
compared with the finance costs of
Rmb5,038,213.06 for the previous period. The
increase was mainly because the inclusion of
bank loans of Shaanxi Beiren Printing
Machinery Co., Ltd. and the significant
increase in the amount of bank loans from last
year.

Analysis of the reasons for material changes
incurred on the overall financial positions
compared with that of last year

1.

The accounts receivable of the Company
amounted to Rmb184,009,844.69 as at the
end of the period, representing an increase of
51.60% as compared with the accounts
receivable of Rmb121,380,229.14 as at the
beginning of the year. The increase was mainly
because of the inclusion of the business of
Shaanxi Beiren Printing Machinery Co., Ltd,
larger scale in sales for the period and the
increase in the amount of accounts receivable
within the credit terms in accordance with
contracts.

The construction in progress of the Company
amounted to Rmb231,662,234.82 as at the
end of the period, representing an increase of
80.24% as compared with the construction in
progress of Rmb128,528,475.51 as at the
beginning of the year. The increase was mainly
due to the Company’s increased investment
in the construction in progress for new factory.
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3. The accounts payable of the Company
amounted to Rmb146,518,990.75 as at the
end of the period, representing an increase of
41.51% as compared with the accounts
payable of Rmb103,536,793.80 as at the
beginning of the year. The increase was mainly
because of the inclusion of the business of
Shaanxi Beiren Printing Machinery Co., Ltd
and the increase in the quantity of products in
cooperation with external parties, resulting in
an increase in payables.

4. The receipt in advance of the Company
amounted to Rmb99,639,638.55 as at the end
of the period, representing an increase of
209.11% as compared with the receipt in
advance of Rmb32,234,303.01 as at the
beginning of the year. The increase was mainly
because of the inclusion of the business of
Shaanxi Beiren Printing Machinery Co., Ltd
and the receipt in advance of compensation
for removal which resulted in an increase in
advances.

5. In 2002, the net cash flow arising from the
Company’s business activities were
Rmb174,290,172.01 while the net cash flow
was Rmb50,323,580.99 last year, representing
an increase of 246.34% as compared with last
year, which was mainly attributable to the
Company strengthening the budget control this
year that speeded up the recovery of loans
and imposed strict control over expenses such
that there was a substantial use in the net cash
flow this year against last year.

(XI) OUTLOOK FOR 2003

1)

In 2003, the Company will put more efforts in strengthening
the Company’s management to achieve the management
target of standardisation of behaviour, systematisation of
performance evaluation and scientific method of decision-
making. The Company will properly implemented the
strategies in removal and adjustment, mutual sharing of
resources, export businesses and product refining projects.

The Company will continue to speed up scientific research

and development and product upgrade to raise the quality
of products.

BEIREN PRINTING MACHINERY HOLDINGS LIMITED |

a3



44

B4 T
CHAIRMAN’S REPORT

BRAEMED  E-—SEREEXEKAR
B ERAFTPHAER -

HEHEITMRP I EF%EE  FTERATH
T 72 = ik

EEFMERRBKENEE B
A TE%EEFAEEJ@F 2HETHRE
EstE o

IR IMBEERE - BEIMIETE
ENEDZ  ReSMEEWESR -

N

3

ENAMEREE  BAK
HEE

IR %
AN

i

FRBNGFEEKBREIE - %ET;—%%R
HEEKY  REAQAEDR B
BEERD=E %3@%"7!3’]7&?
5o

NER2002F2H 28 B BHR BRI
B BEAESHAMNERZER
RONERE  BREHOFRKRE

FRARKRRFTRAVEBELEBIE » XETH
BritRELREENEE - 25 —H
WEER2002F R HRE R - —HIRE

(ED#R 20 #r4L) 200353 H 20 H BF
pﬁ °

b A B RO AR OB B AR & F

2)

The Company will expand the export of products and develop
other business areas for further development of the
Company.

The Company will continue to implement MRP Il production
management and continue to enhance and improve the
operations during the process of implementation.

The Company will integrate the construction of new factory
and the commencement of operations of the advanced-
standard and three-dimensional warehouse to enhance the
standard of production management and complete in all
aspects of production plans.

The Company will strengthen the management of
subcontracting works to external parties and elaborate the
advantage of centralised management over subcontracting
works to external parties to enhance the quality of the
products manufactured by the external parties.

The Company will further enhance the Company’s price
management and strengthen the implementation of the cost
management system.

The Company will strengthen the implementation of the
management system of subsidiaries, insist on the
comprehensive inspection system for subsidiaries, enhance
various management standards in all aspects, elaborate the
Company'’s advantages and achieve the mutual sharing of
resources with competitive advantages in order to strengthen
the Company’s competitiveness.

The Company commenced construction of new factory on
28 February 2002. Professional staff carried out research
and study in various aspects and repeated the evaluation
on the construction plan and prepared forecast for
investment in order to achieve savings in investment costs
on the new factory and reduce the operating costs of the
new factory in the future. At the same time, they tried every
method to ensure the progress and quality of the
construction. The phase one removal of the Company was
completed in the middle of 2002. The phase two removal of
the Company (removal to the new factory) will commence
on 20 March 2003.
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The removal of the Company involves large amount of
efforts, detailed planning and inspection and higher
standards in removal techniques for production equipment.
To avoid the risk of removal, the Company will make
reference to the successful experience in the removal of No.
4 Printing Plant and Moulding Factory and implement at the
same time various specific risk control measures. The
Company will give instructions to appropriate responsible
department on specific requirements on removal so that they
can achieve the target of “no interruption of production, no
loss of market, no excessive investment cost and no loss of
morale”. The sales department will prepare forecast on
market demand. Production teams will arrange for production
based on market needs and achieve the required inventory
level. The finance department will carry out appropriate
budgetary and capital investment control. The Company will
require that the plan is cautious, the overall conditions are
taken into account, co-ordination is strengthened and
centralised command is applied to ensure a stable and safe
progress in removal works.

The Company’s removal will combine organically the
application of scientific technical process with the production
organisation structure. This will not only enhance the
Company’s overall production capability but more importantly
integrate the removal with the Company’s management
reform. By integration and implementation of design
information management system, technical information
management system, production information management
system, supply chains network information management
system, financial information management system, customer
relationship information management system and office
automation information management system, the Company
will enhance the digital management capability and strive to
achieve rapid growth of the Company.

By way of creative renovation of organisational structure,
technological renovation and the re-engineering of the flow
within the enterprise, the Company will make progress in
reform and development to establish a company with new
organisation structure, flexible mechanism and sound
management.
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