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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

At At
30 June 2003 31 December 2002

(audited)

Note RMB’000 RMB’000

Assets
Current assets

Cash at bank and in hand 5 240,211 278,070
Short-term investments 6 28,150 45,300
Interest receivables 891 8,319
Bills receivable 7 19,672 43,885
Trade debtors 8 97,779 82,431
Other debtors 9 288,334 287,388
Advance payments 10 8,228 38,511
Inventories 11 230,050 201,695
Deferred expenses 12 61,802 61,896

Total current assets 975,117 1,047,495
------------------ ------------------

Long-term investments
Long-term equity investments 13 281,135 279,455

Total long-term investments 281,135 279,455
------------------ ------------------

Fixed assets
Fixed assets, at cost 16 1,463,524 1,427,400
Less: Accumulated depreciation 16 (539,484) (499,726)

Net book value of fixed assets 924,040 927,674
Construction materials 17 3,686 3,062
Construction in progress 18 8,008 5,620

Total fixed assets 935,734 936,356
------------------ ------------------

Intangible assets and other assets
Intangible assets 19 132,896 134,564
Advance payments 10 32,124 32,124
Other long-term receivables

 (Including: long-term interest receivables) 9 325,013 405,704

Total intangible assets and other assets 490,033 572,392
------------------ ------------------

Total assets 2,682,019 2,835,698

VI. FINANCIAL REPORT

CONSOLIDATED BALANCE SHEET

At 30 June 2003 (unaudited)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

At At
30 June 2003 31 December 2002

(audited)

Note RMB’000 RMB’000

Liabilities and shareholders’ funds
Current liabilities

Short-term loans 20 927,470 893,780
Bills payable 21 150,775 135,270
Trade creditors 22 139,384 105,692
Receipts in advance 22 51,323 54,727
Accrued payroll 3,648 3,194
Staff welfare payable 2,220 2,120
Taxes payable 4(c) 21,368 21,276
Other payables 22 232 127
Other creditors 22 111,631 140,326
Accrued expenses 23 18,825 9,188
Long-term loans repayable within one year 24 32,899 69,949

Total current liabilities 1,459,775 1,435,649
------------------ ------------------

Long-term liabilities
Long-term loans 24 97,774 115,654
Long-term payables 5,069 5,174

Total long-term liabilities 102,843 120,828
------------------ ------------------

Total liabilities 1,562,618 1,556,477
------------------ ------------------

Minority interests 60,338 61,184
------------------ ------------------

Shareholders’ funds
Share capital 25 700,000 700,000
Capital reserve 26 970,132 970,132
Surplus reserves 27 223,806 223,806

( ) (Including: statutory public welfare fund) 55,142 55,142
Accumulated deficit (834,875) (675,901)

Total shareholders’ funds 1,059,063 1,218,037
------------------ ------------------

Total liabilities and shareholders’ funds 2,682,019 2,835,698

CONSOLIDATED BALANCE SHEET (CONTINUED)

At 30 June 2003 (unaudited)

These interim financial report have been approved by the board of directors on
28 August 2003.

Liu Baoying Ding Jianluo
Legal representative General Manager

Gao Tianbao
Financial controller

The notes on pages 33 to 84 form part of this interim financial report.33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

BALANCE SHEET

at 30 June 2003 (unaudited)

At At
30 June 2003 31 December 2002

(audited)

Note RMB’000 RMB’000

Assets
Current assets

Cash at bank and in hand 5 224,215 255,749
Short-term investments 6 173,217 179,800
Interest receivables 4,159 10,928
Bills receivable 7 17,098 40,081
Trade debtors 8 75,001 73,812
Other debtors 9 292,105 284,913
Advance payments 10 39,325 35,177
Inventories 11 145,705 130,162
Deferred expenses 12 56,722 58,515

Total current assets 1,027,547 1,069,137
------------------ ------------------

Long-term investments
Long-term equity investments 13 320,091 322,613

Total long-term investments 320,091 322,613
------------------ ------------------

Fixed assets
Fixed assets, at cost 16 855,512 854,991
Less: Accumulated depreciation 16 (402,667) (377,252)

Net book value of fixed assets 452,845 477,739
Construction materials 17 3,045 2,420
Construction in progress 18 7,943 4,048

Total fixed assets 463,833 484,207
------------------ ------------------

Intangible and other assets
Intangible assets 19 87,754 88,847
Advance payments 10 32,124 32,124
Other long-term receivables

(Including: long-term interest receivables) 9 325,013 405,704

Total intangible assets and other assets 444,891 526,675
------------------ ------------------

Total assets 2,256,362 2,402,632
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

BALANCE SHEET (CONTINUED)

at 30 June 2003 (unaudited)

At At
30 June 2003 31 December 2002

(audited)

Note RMB’000 RMB’000

Liabilities and shareholders’ funds
Current liabilities

Short-term loans 20 780,630 774,700
Bills payable 21 137,775 123,870
Trade creditors 22 72,009 55,210
Receipts in advance 22 41,677 43,103
Accrued payroll - (538)
Staff welfare payable - 71
Taxes payable 4(c) 1,490 1,229
Other payables 22 94 5
Other creditors 22 47,735 78,055
Accrued expenses 23 6,988 1,734
Long-term loans repayable within one year 24 20,419 20,469

Total current liabilities 1,108,817 1,097,908
------------------ ------------------

Long-term liabilities
Long-term loans 24 55,154 75,294
Long-term payables 4,901 5,043

Total long-term liabilities 60,055 80,337
------------------ ------------------

Total liabilities 1,168,872 1,178,245
------------------ ------------------

Shareholders’ funds
Share capital 25 700,000 700,000
Capital reserve 26 969,988 969,988
Surplus reserves 27 213,496 213,496

( ) (Including: statutory public welfare fund) 51,366 51,366
Accumulated deficit (795,994) (659,097)

Total shareholders’ funds 1,087,490 1,224,387
------------------ ------------------

Total liabilities and shareholders’ funds 2,256,362 2,402,632

These interim financial reports have been approved by the board of directors on
28 August 2003.

Liu Baoying Ding Jianluo
Legal representative General Manager

Gao Tianbao
Financial controller

The notes on pages 33 to 84 form part of this interim financial report.33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

CONSOLIDATED INCOME STATEMENT

for the six months ended 30 June 2003 (unaudited)

Six months Six months
ended ended

Note 30 June 2003 30 June 2002
RMB’000 RMB’000

Income from principal operations 28 386,855 352,531
Less: Cost of sales (351,676) (335,119)

Business tax and surcharges 29 (349) (1,274)

Profit from principal operations 34,830 16,138
Less: Operating expenses (17,000) (14,763)

Administrative expenses (166,072) (72,268)
Financial expenses 30 (19,778) (20,801)

Operating loss (168,020) (91,694)
 / ( ) Add: Investment income/(loss) 31 1,355 (1,652)

Non-operating income 7,727 9,328
Less: Non-operating expenses 32 (737) (30,957)

Loss before taxation (159,675) (114,975)
Less: Income tax 4(c) (145) (200)

Minority interests 846 16,770

Net loss (158,974) (98,405)

Add: Accumulated deficit brought forward (675,901) (331,210)

Accumulated deficit carried forward (834,875) (429,615)

The notes on pages 33 to 84 form part of this interim financial report.

 ( )

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

INCOME STATEMENT

for the six months ended 30 June 2003 (unaudited)

Six months Six months
ended ended

Note 30 June 2003 30 June 2002
RMB’000 RMB’000

Income from principal operations 28 301,497 272,853
Less: Cost of sales (268,432) (254,203)

Business tax and surcharges 29 (152) (769)

Profit from principal operations 32,913 17,881
Less: Operating expenses (12,976) (10,484)

Administrative expenses (151,864) (51,983)
Financial expenses 30 (13,036) (15,197)

Operating loss (144,963) (59,783)
 / ( ) Less: Investment income/(loss) 31 1,018 (37,966)

Add: Non-operating income 7,782 496
Less: Non-operating expenses 32 (589) (1,152)

Loss before taxation (136,752) (98,405)
Less: Income tax 4(c) (145) -

Net loss (136,897) (98,405)

Add: Accumulated deficit brought forward (659,097) (320,900)

Accumulated deficit carried forward (795,994) (419,305)

The notes on pages 33 to 84 form part of this interim financial report.

( )

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

CONSOLIDATED CASH FLOW STATEMENT

for the six months ended 30 June 2003 (unaudited)

Six months Six months
ended ended

Note to the 30 June 2003 30 June 2002
cash flow statement RMB’000 RMB’000

Cash flows from operating activities
Cash received from sale of goods and

rendering of services 458,276 393,707

Sub-total of cash inflows 458,276 393,707
------------------ ------------------

Cash paid for goods and services (303,469) (354,891)
Cash paid to and on behalf of employees (29,795) (34,975)
Cash paid for various taxes (13,606) (12,637)
Cash paid relating to other operating activities (70,123) (38,285)

Sub-total of cash outflows (416,993) (440,788)
------------------ ------------------

Net cash flows from operating activities (i) 41,283 (47,081)
------------------ ------------------

Cash flows from investing activities
 / ( ) Increase/(decrease) in time deposits

over three months 25,516 (5,000)
Cash received from return of investment 11,345 6,451
Net cash received from disposal of fixed

assets, intangible assets and
other long-term assets 5,491 289

Sub-total of cash inflows 42,352 1,740
------------------ ------------------

Cash paid for acquisition of fixed assets,
intangible assets and other long-term assets (44,323) (17,095)

Cash paid for acquisition of investments (600) -

Sub-total of cash outflows (44,923) (17,095)
------------------ ------------------

Net cash flows from investing activities (2,571) (15,355)
------------------ ------------------

Cash flows from financing activities
Cash received from borrowings 381,120 164,000

Sub-total of cash inflows 381,120 164,000
------------------ ------------------

Cash repayments of borrowings (402,360) (94,788)
Cash paid for interest expenses (29,815) (28,160)

Sub-total of cash outflows (432,175) (122,948)
------------------ ------------------

Net cash flows from financing activities (51,055) 41,052
------------------ ------------------

Net decrease in cash and cash equivalents (ii) (12,343) (21,384)

The notes on pages 33 to 84 form part of this interim financial report.

 ( )

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

for the six months ended 30 June 2003 (unaudited)

(i) Reconciliation of net loss to cash flows from operating activities:

Six months ended Six months ended
30 June 2003 30 June 2002

RMB’000 RMB’000

Net loss (158,974) (98,405)
Add: Provision for bad debts 110,899 1,358

( ) / (Write back of)/provision for diminution
in value of inventories (2,143) 5,946

Impairment loss on short term investment 17,150 -
Impairment loss on fixed assets - 10,731
Depreciation of fixed assets 39,765 45,518
Amortisation of intangible assets 1,668 1,878

( ) / (Gain)/loss on disposal of fixed assets (311) 29,411
 ( ) / Investment (income)/loss (1,355) 1,652

Minority interests (846) (16,770)
Interest income (11,070) (10,287)
Interest expenses 29,815 30,908
Increase in inventories (26,212) (22,666)

 / ( ) Decrease/(increase) in operating receivables 15,422 (26,210)
 / ( ) Increase/(decrease) in operating payables 17,744 (5,844)

Others 9,731 5,699

Net cash flows from operating activities 41,283 (47,081)

(ii) Net decrease in cash and cash equivalents:

Cash and cash equivalents at the end of the period 140,211 115,953
Less: Cash and cash equivalents at the beginning of the period (152,554) (137,337)

Net decrease in cash and cash equivalents (12,343) (21,384)

The notes on pages 33 to 84 form part of this interim financial report.

( )

(i)

(ii)

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

CASH FLOW STATEMENT

for the six months ended 30 June 2003 (unaudited)

Six months ended Six months ended
Note to the 30 June 2003 30 June 2002

cash flow statement RMB’000 RMB’000

Cash flows from operating activities
Cash received from sale of goods and

rendering of services 364,089 287,466

Sub-total of cash inflows 364,089 287,466
------------------ ------------------

Cash paid for goods and services (256,452) (295,096)
Cash paid to and on behalf of employees (22,206) (25,806)
Cash paid for various taxes (10,337) (7,932)
Cash paid relating to other operating activities (67,211) (22,328)

Sub-total of cash outflows (356,206) (351,162)
------------------ ------------------

Net cash flows from operating activities (i) 7,883 (63,696)
------------------ ------------------

Cash flows from investing activities

/ Decrease/(increase) in time deposits over
three months 20,000 (5,000)

Cash received from return of investment 14,558 8,588
Net cash received from disposal of fixed assets,

intangible assets and other long-term assets - 103

Sub-total of cash inflows 34,558 3,691
------------------ ------------------

Cash paid for acquisition of fixed assets,
intangible assets and other long-term assets (5,041) (7,259)

Cash paid for acquisition of investments (11,167) -

Sub-total of cash outflows (16,208) (7,259)
------------------ ------------------

Net cash flows from investing activities 18,350 (3,568)
------------------ ------------------

Cash flows from financing activities

Cash received from borrowings 311,000 129,000

Sub-total of cash inflows 311,000 129,000
------------------ ------------------

Cash repayment of borrowings (325,260) (59,786)
Cash paid for interest expenses (23,507) (24,293)

Sub-total of cash outflows (348,767) (84,079)
------------------ ------------------

Net cash flows from financing activities (37,767) 44,921
------------------ ------------------

Net decrease in cash and cash equivalents (ii) (11,534) (22,343)

The notes on pages 33 to 84 form part of this interim financial report.

( )

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

NOTES TO THE CASH FLOW STATEMENT

for the six months ended 30 June 2003 (unaudited)

(i) Reconciliation of net loss to cash flows from operating activities:

Six months ended Six months ended
30 June 2003 30 June 2002

RMB’000 RMB’000

Net loss (136,897) (98,405)
Add: Provision for bad debts 108,848 -

Impairment loss on short-term investments 17,150 -
( ) / (Write back of)/provision for diminution in

value of inventories (2,143) 5,946
Depreciation of fixed assets 25,415 29,974
Amortisation of intangible assets 1,093 1,092
Loss on disposal of fixed assets - 117
Impairment loss on fixed assets - 10,731
Interest income (11,297) (9,702)
Interest expenses 23,507 24,831

 ( ) / Investment (income)/loss (1,018) 37,966
Increase in inventories (13,400) (32,970)
Increase in operating receivables (10,055) (54,124)
Increase in operating payables 6,079 14,968
Others 601 5,880

Net cash flows from operating activities 7,883 (63,696)

(ii) Net decrease in cash and cash equivalents:

Cash and cash equivalents at the end of the period 124,215 97,724
Less: Cash and cash equivalents at the beginning of the period (135,749) (120,067)

Net decrease in cash and cash equivalents (11,534) (22,343)

The notes on pages 33 to 84 form part of this interim financial report.

( )

(i)

(ii)

33 84
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

DETAILS OF THE PROVISION FOR ASSETS

at 30 June 2003 (unaudited)

The Group

( )

Balance at Increase Write back Balance at
1 January during the during the 30 June

2003 period period 2003
(audited)

Items RMB’000 RMB’000 RMB’000 RMB’000

1 Provision for bad debts:

Trade debtors 112,468 11,985 (2,867) 121,586
Other debtors (Including: long-term

interest receivables) 239,376 104,352 (8,068) 335,660

Sub-total 351,844 116,337 (10,935) 457,246
------------------- ------------------- ------------------- -------------------

2 Provision for diminution in value of inventories:
Inventories 14,835 - (2,143) 12,692

Sub-total 14,835 - (2,143) 12,692
------------------- ------------------- ------------------- -------------------

3 Impairment loss on short-term investments:

Short-term investments - 17,150 - 17,150

Sub-total - 17,150 - 17,150
------------------- ------------------- ------------------- -------------------

4 Impairment loss on long-term equity investments:

Long-term equity investments 26,986 1,255 - 28,241

Sub-total 26,986 1,255 - 28,241
------------------- ------------------- ------------------- -------------------

Total provision for assets 393,665 134,742 (13,078) 515,329

( )
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

DETAILS OF THE PROVISION FOR ASSETS (CONTINUED)

at 30 June 2003  (unaudited)

The Company

( )

Balance at Increase Write back Balance at
1 January during the during the 30 June

2003 period period 2003
(audited)

Items RMB’000 RMB’000 RMB’000 RMB’000

1 Provision for bad debts:

Trade debtors 103,711 11,985 (2,867) 112,829
Other debtors (Including: long-term

interest receivables) 226,785 102,302 (8,068) 321,019

Sub-total 330,496 114,287 (10,935) 433,848
------------------- ------------------- ------------------- -------------------

2 Provision for diminution in value of inventories:

Inventories 14,835 - (2,143) 12,692

Sub-total 14,835 - (2,143) 12,692
------------------- ------------------- ------------------- -------------------

3 Impairment loss on short-term investments:

Short-term investments - 17,150 - 17,150

Sub-total - 17,150 - 17,150
------------------- ------------------- ------------------- -------------------

4 Impairment loss on long-term equity investments:

Long-term equity investments 20,648 1,255 - 21,903

Sub-total 20,648 1,255 - 21,903
------------------- ------------------- ------------------- -------------------

Total provision for assets 365,979 132,692 (13,078) 485,593

( )
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

NOTES ON THE FINANCIAL REPORT (UNAUDITED)

1 Company status

Luoyang Glass Company Limited (“the Company”) was established in the
People’s Republic of China (“the PRC”) as a joint stock limited company.

The Company was established as part of the restructuring of a state-owned
enterprise known as China Luoyang Float Glass Group Company of Limited
Liability (“CLFG”). Pursuant to approvals granted by various PRC authorities
including the State Restructuring Commission and the National Administrative
Bureau of State-Owned Assets, CLFG underwent a corporate reorganisation
whereby the Company was established on 6 April 1994 with CLFG as its sole
promoter. At the time of its establishment, the Company had a registered capital
of RMB400,000,000 divided into 400,000,000 ‘A’ shares of Rmb1.00 each which
was paid up in kind by CLFG by way of transfer of its principal business
undertakings and subsidiaries together with the relevant assets and liabilities.

On 29 June 1994, 250,000,000 ‘H’ shares were issued at HK$3.65 per share. The
‘H’ shares were listed on the Stock Exchange of Hong Kong Limited on 8 July
1994.

According to the plan disclosed in the ‘H’ shares prospectus and with the approval
from the China Securities Regulatory Commission, the Company issued
40,000,000 ordinary ‘A’ shares to the public in the PRC and 10,000,000 ordinary
‘A’ shares to the employees of the Company on 29 September 1995 at RMB5.03
each. The 40,000,000 public ‘A’ shares and 10,000,000 internal employee ‘A’
shares were subsequently listed on the Shanghai Securities Exchange on 30
October 1995 and 10 May 1996 respectively.

The principal activities of the Company and its principal subsidiaries (“the
Group”) are the manufacturing and selling of float sheet glass.

2 Segmental reporting

The Group’s loss from operations is almost entirely attributable to its
manufacturing and selling of float sheet glass. Segmental report based on the
geographical analysis is provided in note 38.

1

 ( ) 
 ( ) 

 ( ) 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies

The significant accounting policies adopted in the preparation of the interim
financial report are in conformity with the relevant requirements of the Accounting
Standards for Business Enterprises and the Accounting Regulations for Business
Enterprises.

Notwithstanding that the Company and the Group incurred loss for the period
and had net current liabilities as at 30 June 2003, the directors of the Company
are of the opinion that the Company and the Group are able to continue as a
going concern and to meet their obligations as and when they fall due having
regard to the following:

(i) agreements obtained from financial institutions for renewal of loan
facilities totalling approximately RMB 740,000,000 to the Company upon
their expiry in 2003; and

(ii) continuing financial support received from the ultimate holding company.

The directors believe that the Company and the Group will have sufficient cash
resources to satisfy its future working capital and other financing requirements.
Accordingly, it is appropriate that these financial report should be prepared on
a going concern basis and do not include any adjustments that would be required
should the Company and the Group fail to continue as a going concern.

(a) Accounting year

The accounting year of the Group is from 1 January to 31 December.

(b) Basis of consolidation

The Group prepared the consolidated financial statements according to
Cai Kuai Zi [1995] No.11 “Provisional regulations on consolidated
financial statements” issued by the Ministry of the Finance of the PRC.

The consolidated financial statements include the financial statements of
the Company and all of its principal subsidiaries made up to the period
ended 30 June 2003. Subsidiaries are those entities controlled by the
Company. Control exists when the Company has the power, directly or
indirectly, to govern the financial and operating policies of an entity so
as to obtain benefits from its activities. The consolidated income statement
of the Company only includes the results of the subsidiaries during the
period when such control effectively commences until the date that control
effectively ceases. Minority interests on equity and profit/loss attributable
to minority interests are separately stated in the consolidated financial
statements.

Where the accounting policies adopted by the subsidiaries are different
from the policies adopted by the Company, the financial statements of the
subsidiaries have been adjusted in accordance with the accounting policies
adopted by the Company on consolidation. All significant inter-company
balances and transactions, including any unrealised gains arising from
inter-company transactions, have been eliminated on consolidation. For
those subsidiaries whose assets and results of operation are not significant
and have no significant effect on the Group’s consolidated financial
statements, the Company does not consolidate these subsidiaries, but
includes them in the other equity investments.

3
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

(c) Basis of preparation and measurement basis

The financial statements of the Group have been prepared on an accrual
basis. Unless otherwise stated, the measurement basis used is historical
cost.

(d) Reporting currency and translation of foreign currencies

The Group’s reporting currency is Renminbi. Foreign currency transactions
during the period are translated into Renminbi at the applicable rates of
exchange quoted by the People’s Bank of China (“PBOC rates”) prevailing
on the transaction dates. Foreign currency monetary assets and liabilities
are translated into Renminbi at the applicable PBOC rates ruling at the
balance sheet date. Exchange differences, other than those arising from
foreign currency loans using to finance the construction of fixed assets
before they are ready for their intended use which are capitalised, are
recognised as income or expenses in the income statement.

(e) Cash equivalents

Cash equivalents are short-term and highly liquid investments which are
readily convertible into known amounts of cash, and which are subject to
an insignificant risk of change in value, including time deposits with
financial institutions with an initial term of less than three months.

(f) Provision for bad and doubtful debts

Bad and doubtful debts are accounted for based on allowance method
which are estimated periodically. Trade debtors showing signs of
uncollectibility are identified individually and allowance is then made
based on the probability of being uncollectible. In respect of trade debtors
showing no signs of uncollectibility, allowance is made with reference to
the ageing analysis and management’s estimation based on past experience.
Allowances for other debtors are determined based on the nature and
corresponding collectibility.

3
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

(g) Inventories

Inventories include raw materials, work in progress, finished goods and
spare parts as well as low value consumables. Inventories, other than
spare parts and consumables, are stated at the lower of cost and net
realisable value. Difference between the cost and net realisable value of
each category of inventories is recognised as provision for diminution in
value of inventories. Cost of inventories includes the cost of purchase of
raw materials computed using the weighted average method and, in the
case of work in progress and finished goods, an appropriate proportion of
direct labor and production overheads, are also computed using the
weighted average method. Net realisable value is determined based on the
estimated selling price subsequent to the balance sheet date in the ordinary
course of business or the management’s estimation based on the prevailing
market condition. Inventories are recorded by perpetual method.

Spare parts and consumables are included in raw materials and stated at
cost less any provision for obsolescence.

(h) Long-term equity investments

(i) Subsidiaries

Subsidiaries are those enterprises controlled more than 50% by the
Company or controlled less than 50% but the Company has the
power, directly or indirectly, to govern the financial and operating
policies of the enterprise so as to obtain benefits from its activities.

The financial statements of the subsidiaries are consolidated in the
Group’s consolidated financial statements. In the Company’s
financial statements, investments in subsidiaries are accounted for
under the equity method.

(ii) Associated companies

Associated companies are those enterprises in which the Company
holds, directly or indirectly, more than 20% of the voting power,
or where the Company exercises significant influence over the
enterprise, but is not subject to control by the Company.

In the Group’s consolidated financial statements and the Company’s
financial statements, investments in associated companies are
accounted for under the equity method.

3
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

(iii) Other investments

Other investments in entities in which the Group does not exercise
control, joint control or significant influence in their management
are stated at cost. Investment income is recognised when an investee
company declares a cash dividend or distributes profits.

Disposals or transfers of long-term equity investments are
recognised in the income statement based on the difference between
the disposal proceeds and the carrying amount of the investments.
Long-term equity investments are valued at the lower of the carrying
amount and the recoverable amount. A provision for impairment
loss is made when the recoverable amount is lower than the carrying
amount.

(i) Fixed assets

Fixed assets represent the assets held by the Group for production of
products and administrative purpose with useful lives over 1 year and
comparatively high unit values.

Fixed assets are stated in the balance sheet at cost or valuation less
accumulated depreciation and impairment loss (note 3(l)). The cost of a
fixed asset comprises its purchase price, related charges and any directly
attributable costs of bringing the asset to working condition and location
for its intended use. Expenditure incurred after the asset has been put into
operation is capitalised only when it increases the future economic benefits
embodied in the relevant fixed asset. All other expenditure is charged to
the income statement in the period when it is incurred.

Gains or losses arising from the retirement or disposal of fixed assets are
determined as the difference between the net disposal proceeds and the
carrying amount of the assets and are recognised as income or expenses
in the period when they are incurred.

Depreciation is provided to write off the cost of fixed assets over their
estimated useful lives on a straight-line basis, after taking into account
their estimated residual values. The respective estimated useful lives and
residual values of the fixed assets are as follows:

3

iii)

(i)

1

 ( 3(l)) 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

Depreciation life Residual value

30 50 5%
Buildings 30 to 50 years 5%

4 28 5%
Plant, machinery and equipment 4 to 28 years 5%

6 12 5%
Motor vehicles 6 to 12 years 5%

(j) Construction in progress

Construction in progress represents plant, buildings and equipment under
construction and is stated at cost less impairment loss (note 3(l)).

Cost of construction represents all direct and indirect costs related to the
acquisition or construction of fixed assets which are incurred before the
related asset is ready for its intended use, including the interest charges
(and the related exchange gains or losses) on specified borrowings incurred
during the construction period.

Capitalisation of these borrowing costs and exchange gains or losses and
the construction in progress is transferred to fixed assets when it is
substantially ready for its intended use.

No depreciation is provided in respect of construction in progress.

(k) Intangible assets

Intangible assets are carried in the balance sheet at cost or valuation less
accumulated depreciation and impairment loss (note 3(l)). Amortisation
is provided on a straight-line basis over the beneficial period.

Intangible assets include land use rights and trademark.

Land use rights

The values of land use rights are amortised on a straight-line basis over
the respective periods of the grants.

Trademark

The values of trademark are amortised on a straight-line basis over the
beneficial period.

3
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

(l) Impairment of assets

The carrying amounts of the Group’s assets (including long-term
investments, fixed assets, construction in progress and intangible assets),
other than trade debtors and inventories (notes 3(f) and 3(g)), are reviewed
regularly in order to assess whether the recoverable amounts have declined
below the carrying amount. These assets are tested for impairment
whenever events or changes in circumstances indicate that their recorded
carrying amounts may not be recoverable. When such a decline has
occurred, the carrying amount is reduced to the recoverable amount. The
recoverable amount is the greater of the net selling price and the value in
use. In determining the value in use, expected future cash flows generated
by the asset are discounted to their present value. The provision for
impairment loss is recognised in the income statement of the current
period.

If there is any indication that an impairment loss recognised for an asset
in prior years may no longer exist, or if there has been a change in the
estimates used to determine the recoverable amount by which the
impairment loss is reduced, the provision for impairment loss is reversed
and the reversed amount is recognised in the income statement of the
current period.

(m) Repairs and maintenance expenses

Repairs and maintenance expenses are expensed as incurred.

(n) Research and development costs

Research and development costs are recognised as expenses in the period
in which they are incurred.

(o) Revenue recognition

Revenue on sale of goods should be recognised provided that all the
following criteria are met:

- all the major related risks and rewards of ownership are transferred
to the buyers;

- the Group does not retain any on-going management rights which
are generally linked with the ownership, and does not exercise any
controlling power over the goods sold;

- the economic benefits relating to the transaction will flow to the
Group; and

- the related revenue and costs can be measured reliably.

3

(l)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

Revenue on sale of goods should be recognised in accordance with the
amount stated in the contract or agreement signed between the Group and
the buyer or the amount accepted by both parties. Sales discounts are
offset against the revenue when incurred.

For goods which are sold and the related revenue has been recognised by
the Group, any return occurred should be offset against revenue for the
period. However if the return occurred during the period between the
balance sheet date and the approval date of the interim financial report,
the return should be recognised in the year the interim financial report are
approved.

Interest income and dividends arising from the use by others of the Group’s
resources are recognised when it is probable that the economic benefits
associated with the transaction will flow to the Group and the revenue can
be measured reliably. Interest income is recognised as it accrues unless
collectibility is in doubt. Dividend income is recognised when the
shareholder’s right to receive payment is established.

(p) Income tax

Income tax is recognised using the tax effect accounting method. It
comprises current and deferred tax.

Current tax is calculated at the applicable tax rate on taxable income.

Deferred taxation is provided using the balance sheet liability method on
all temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for
taxation purposes. When the initial recognition of assets or liabilities
which affect neither accounting profit nor taxable profit/loss, no deferred
tax is provided for in this regard.

The tax value of losses expected to be available for utilisation against
future taxable income is set off against the deferred tax liability within
the same legal tax unit and jurisdiction. A valuation allowance is provided
for the tax value of losses to reduce the deferred tax asset to the amount
that is more likely than not to be realised through future taxable income.

3

(p)

 (
) 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

3 Significant accounting policies (continued)

(q) Retirement benefits

Contributions to defined contribution pension plans are recognised as an
expense in the income statement. Further information is set out in note
36.

(r) Profit appropriation

Profit appropriation of the Group is made in accordance with the Company
Law of the PRC and the Articles of Association of the Company.

(s) Related parties

Parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions, or
vice versa, or where the Group and the party are subject to common
control or common significant influence. Related parties may be
individuals or entities.

3

(q)

36
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

4 Taxation

(a) Major taxes relating to sales of goods applicable to the Group includes:
Value Added Tax (“VAT”), business taxes and surcharges.

: 17%
VAT : 17%

: 3% -  5%
Business Tax : 3% - 5%

: 7%
City Construction Tax : 7% on VAT and business tax payable

: 3%
Education surcharges : 3% on VAT and business tax payable

(b) Income tax

The Company and its principal subsidiaries are subject to an income tax
rate of 33% on assessable profits.

(c) Tax payable

(i) Income tax expense in the income statement represents:

The Group

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Under-provision in respect of prior years 145 200

No provision for PRC income tax has been made for the period as
the Group and the Company sustained a loss for taxation purposes.

The Company

Six months ended

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Under-provision in respect of prior years 145

4

(a)

(b)

33% 

(c)

(i)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

4 Taxation (continued)

(ii) Tax payable in the balance sheets represents:

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Prepaid PRC income tax (1,043) (1,043)
Business tax and surcharges payable 352 325
VAT payable 21,870 21,751
Others 189 243

Taxes payable 21,368 21,276

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Business tax and surcharges payable 229 139
VAT payable 1,046 537
Others 215 553

Taxes payable 1,490 1,229

(d) During the period the Group and the Company have net potential deferred
tax assets in respect of tax losses brought forward. The deferred tax assets
have not been recognised as it is not probable that the Group and the
Company will be able to utilise these tax losses in the foreseeable future.

4

(ii)

(d)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

5 Cash at bank and in hand

The Group

( )
At At

30 June 2003 31 December 2002
(audited)

/ /

RMB/ RMB/
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent

‘000 ‘000 ‘000 ‘000

Cash
Renminbi 287 133

Current deposits
Renminbi 129,139 126,191
US Dollars 12.3 8.277 102 1,614.4 8.277 13,363
HK Dollars 9,998.0 1.061 10,609 12,052.0 1.061 12,788
Euro 0.6 8.636 5
Pound Sterling 5.6 13.268 74 5.6 13.268 74

Time deposits
Renminbi 100,000 125,516

Total 240,211 278,070

At 30 June 2003, time deposits of RMB90,000,000 (31 December 2002:
RMB90,000,000) and current deposits of RMB6,536,000 (31 December 2002:
Nil) were pledged to secure the Group’s short-term loans and bills payable.

5

 90,000,000  (
90,000,000 ) 

6,536,000
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

5 Cash at bank and in hand  (continued)

The Company

( )
At At

30 June 2003 31 December 2002
(audited)

/ /

RMB/ RMB/
Original Exchange RMB Original Exchange RMB
currency rate equivalent currency rate equivalent

‘000 ‘000 ‘000 ‘000

Cash
Renminbi 29 65

Current deposits
Renminbi 113,401 109,454
US Dollars 12.3 8.277 102 1,614.4 8.277 13,363
HK Dollars 9,998.0 1.061 10,609 12,052.0 1.061 12,788
Euro 0.6 8.636 5
Pound Sterling 5.6 13.268 74 5.6 13.268 74

Time deposits
Renminbi 100,000 120,000

Total 224,215 255,749

At 30 June 2003, time deposits of RMB90,000,000 (31 December 2002:
RMB90,000,000) were pledged to secure the Company’s short-term loans.

5

 90,000,000  (
90,000,000 ) 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

6 Short-term investments

According to the Accounting Regulations for Business Enterprises, the designated
loans due from related parties should be classified as short-term investments.
Respective interest income has been accrued in the income statement for the
period. Included in short-term investments are designated loans due from an
associated company, Luoyang Jingxin Ceramics Co. Ltd. (“Jingxin”) amounted
to RMB 34,300,000. Based on the assessment of recent financial position, the
directors are of the opinion that 50% provision is adequate.

Apart from the above, there is no material restriction on the realisation of the
investments.

7 Bills receivable

Bills receivable mainly represent the bills of acceptance issued by banks for
sales of goods and products.

8 Trade debtors

The ageing analysis of trade debtors is as follows:

The Group

( )
At At

30 June 2003 31 December 2002
(audited)

% %
Percentage Percentage

of total of total
trade Bad debt trade Bad debt

Amount debtors provision Amount debtors provision
RMB’000 % RMB’000 RMB’000 % RMB’000

Within one year 73,602 34 49,714 26
Between one and two years 7,757 3 2,345 6,326 3 110
Between two and
three years 36,446 17 17,681 43,285 22 16,784
Over three years 101,560 46 101,560 95,574 49 95,574

219,365 100 121,586 194,899 100 112,468

6

-
( ) 34,300,000 , 
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8
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

8 Trade debtors (continued)

The Company

( )
At At

30 June 2003 31 December 2002
(audited)

% %

Percentage Percentage
of total of total

trade Bad debt trade Bad debt
Amount debtors provision Amount debtors provision

RMB’000 % RMB’000 RMB’000 % RMB’000

Within one year 52,469 28 40,039 23
Between one and two years 7,453 4 2,236 5,534 3
Between two and
three years 34,629 18 17,314 42,551 24 14,312
Over three years 93,279 50 93,279 89,399 50 89,399

187,830 100 112,829 177,523 100 103,711

Except for the balances due from ultimate holding company, there is no amount
due from shareholders who hold 5% or more shareholdings of the Company.

During the period, the Group and the Company had no individually significant
write-off or write-back of doubtful debts which had been fully or substantially
provided for in prior years.

The five largest trade debtors at 30 June 2003 were as follows:

8

5% 

Period of
Name of entity original debts Particulars Amount

RMB’000

1996 - 2003 17,081
CLFG Purchase of goods

2003 6,529
Chengdu Yijun Trading Company Limited Purchase of goods

2003 4,423
China Luoyang Float Glass Group Processed Company Limited Purchase of goods

2002 - 2003 3,580
Zhenzhou Jinshui Qu Xinda Glass Sales Centre Purchase of goods
Camden Luoyang Glass Pty. Ltd. 2002 - 2003 3,531

Purchase of goods
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

9 Other debtors

The ageing analysis of other debtors is as follows:

Current assets

The Group

( )
At At

30 June 2003 31 December 2002
(audited)

% %

Percentage Percentage
of total of total

other Bad debt other Bad debt
Amount debtors provision Amount debtors provision

RMB’000 % RMB’000 RMB’000 % RMB’000

Within one year 37,603 10 4,090 40,300 10 2,298
Between one and two years 47,677 12 852 49,759 13 4,388
Between two and three years 24,984 6 5,253 13,143 3 8,007
Over three years 283,983 72 95,718 280,813 74 81,934

394,247 100 105,913 384,015 100 96,627

The Company

( )
At At

30 June 2003 31 December 2002
(audited)

% %
Percentage Percentage

of total of total
other Bad debt other Bad debt

Amount debtors provision Amount debtors provision
RMB’000 % RMB’000 RMB’000 % RMB’000

Within one year 50,161 13 49,268 13
Between one and two years 44,673 12 339 48,171 13 3,961
Between two and three years 24,246 6 4,538 14,856 4 6,736
Over three years 264,297 69 86,395 256,654 70 73,339

383,377 100 91,272 368,949 100 84,036

9
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

9 Other debtors (continued)

Current assets (continued)

Included in other debtors under current assets is an amount due from an associated
company, Yinan Mineral Products Co. Ltd. (“Yinan”), amounted to RMB
30,608,000 (31 December 2002: RMB 33,287,000). Based on the assessment of
recent financial position, the directors are of the opinion that provision of RMB
15,304,000 (31 December 2002: Nil) is adequate.

Non-current assets (including interest receivable)

The Group and the Company

( )
At At

30 June 2003 31 December 2002
(audited)

% %

Percentage Percentage
of total of total

other Bad debt other Bad debt
Amount debtors provision Amount debtors provision

RMB’000 % RMB’000 RMB’000 % RMB’000

Within one year 14,049 2 13,182 13,305 2
Between one and two years 15,794 3 15,794 19,435 4
Between two and three years 11,163 2 9,141 20,055 4
Over three years 513,754 93 191,630 495,658 90 142,749

554,760 100 229,747 548,453 100 142,749

Included in other debtors under non-current assets is an amount receivable from
Guangzhou International Trust and Investment Corporation (“GZITIC”) amounted
to RMB35,654,000 (31 December 2002: RMB35,654,000). The original amount
was RMB145,656,000 and 75% provision has been made. GZITIC is in the
process of corporate restructuring. Based on the assessment of recent
developments, the directors are of the opinion that 75% provision is adequate.
No interest has been accrued in respect of this balance.

In addition, included in other debtors under non-current assets is an amount
receivable from an associated company, Jingxin amounted to RMB37,193,000
(31 December 2002: RMB 37,415,000). Based on the assessment of recent
financial position, the directors are of the opinion that provision of
RMB34,970,000 for the above amount receivable is adequate (31 December
2002: RMB 32,747,000). The other shareholder of Jingxin is CLFG.

9
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

9 Other debtors (continued)

Furthermore, included in other debtors under non-current assets are amounts
receivable and interest receivable from a fellow subsidiary, Qingdao Taiyang
Glass Industrial Co Ltd (“Taiyang”), amounted to RMB 314,608,000 and RMB
38,117,000 respectively (31 December 2002: RMB314,608,000 and RMB
31,587,000), which is secured by a specific charge on Taiyang’s fixed assets.
Taiyang has signed a preliminary sales and purchase agreement with a third
party regarding the disposal of those fixed assets, subject to fulfilling certain
terms, in order to repay the outstanding balance due to the Group. The balance
is charged at the prevailing market interest rate. The directors have assessed the
recoverability of the receivable at the period end and consider that a provision
of RMB 84,775,000 is adequate.

The five largest other debtors at 30 June 2003 were as follows:

Period of
Name of entity original debts Particulars Amount

RMB’000

1996 - 2003 267,950
Taiyang Payment on behalf

1997 - 2003 132,669
CLFG Payment on behalf

1997 35,654
GZITIC Overdue deposit

2001 19,186
Luoyang New Development Committee Refund of deposit

1996 - 2003 15,304
Yinan Payment on behalf

Except the amount due from ultimate holding company, there is no balance due
from shareholders who hold 5% or more shareholdings of the Company.

9
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

10 Advance payments

The ageing analysis of advance payments is as follows:

Current assets

The Group

( )
At At

30 June 2003 31 December 2002
(audited)

% %
Percentage Percentage

of total of total
advance advance

Amount payments Amount payments
RMB’000 % RMB’000 %

Within one year 5,567 68 32,958 86
Between one and two years 852 10 3,744 10
Between two and three years 133 2 133
Over three years 1,676 20 1,676 4

8,228 100 38,511 100

The Company

( )
At At

30 June 2003 31 December 2002
(audited)

% %
Percentage Percentage

of total of total
advance advance

Amount payments Amount payments
RMB’000 % RMB’000 %

Within one year 36,664 93 30,223 86
Between one and two years 852 2 3,146 9
Between two and three years 133 132
Over three years 1,676 5 1,676 5

39,325 100 35,177 100

10
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

10 Advance payments (continued)

Non-current assets

Included in advance payments under non-current assets of the Group and the
Company is RMB32,124,000 (31 December 2002: RMB32,124,000), which is
paid to Luoyang Development District Holdings Co. for the acquisition of land.

The five largest advance payments at 30 June 2003 were as follows:

Period of
Name of entity advance payments Particulars Amount

RMB’000

1995 32,124
Luoyang Development District Holdings Co. Purchase of land

2003 895
Henan Yuzhou Metallurgy & Construction Purchase of

Materials Inp. & Exp. Trading Co.  raw materials
2003 634

Henan Zhongxu Trading Co. Purchase of
 raw materials

2003 531
Zhengzhou Oriental Enterprise Group Purchase of

 raw materials
2003 495

Shanghai Tanmei Machinery Co. Ltd. Purchase
 of equipments

Except for the balances disclosed in note 33, there is no balance due from
shareholders who hold 5% or more shareholdings of the Company.

10
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

11 Inventories

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Raw materials 135,923 138,178
Work in progress 19,370 11,715
Finished goods 87,449 66,637

Subtotal 242,742 216,530
Less: provision for diminution

in value of inventories (12,692) (14,835)

Total 230,050 201,695

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Raw materials 82,307 89,831
Work in progress 4,939 3,516
Finished goods 71,151 51,650

Subtotal 158,397 144,997
Less: provision for diminution

in value of inventories (12,692) (14,835)

Total 145,705 130,162

11
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

11 Inventories (continued)

The Group and the Company

Provision for diminution in value of inventories:

At 30 June 2003 (RMB’000) At 31 December 2002 (RMB’000)
(audited)

Raw Work in Finished Raw Work Finished
 materials  progress  goods Total  materials  in progress goods Total

Balance at the beginning of period/year  / 9,922 - 4,913 14,835 9,922 - 422 10,344
Addition for the period/year  / - - - - - - 4,491 4,491
Written back for the period/year  / (422 ) - (1,721 ) (2,143 ) - - - -

Balance at period/year end  / 9,500 - 3,192 12,692 9,922 - 4,913 14,835

All the above inventories are either purchased or manufactured by the Group.

The Group

The cost of inventories recognised in the income statement is as follows:

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Cost of sales 351,676 335,119

The Company

The cost of inventories recognised in the income statement is as follows:

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Cost of sales 268,432 254,203

11
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

12 Deferred expenses

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Packing racks 57,066 58,134
Others 4,736 3,762

61,802 61,896

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Packing racks 54,624 55,667
Others 2,098 2,848

56,722 58,515

12
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

13 Long-term equity investments

Details of long-term equity investments are as follows:

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Interest in associated
companies (note 14)  ( 14) 205,811 203,476

------------------ ------------------

Other equity investments (note 15)  ( 15) 103,565 102,965
Less: impairment loss (28,241) (26,986)

Total other equity investments 75,324 75,979
------------------ ------------------

Total 281,135 279,455

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Interest in subsidiaries (note 14)  ( 14) 38,956 43,158
------------------ ------------------

Interest in associated
companies (note 14)  ( 14) 205,811 203,476

------------------ ------------------

Other equity investments (note 15)  ( 15) 97,227 96,627
Less: impairment loss (21,903) (20,648)

Total other equity investments 75,324 75,979
------------------ ------------------

Total 320,091 322,613

13
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

14 Interest in subsidiaries and associated companies

Interest in subsidiaries

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Cost 166,846 166,846
Less: share of results of subsidiaries
 under the equity method (127,890) (123,688)

Balance at period/year end  / 38,956 43,158

At 30 June 2003, details of the Group’s principal subsidiaries were as follows:

/

Legal Direct Initial
representative Registered  attributable  investment Principal

Name of company / chairman capital equity  cost  activities Note
RMB’000 RMB’000

20,000 79.06% 64,146 (i)
( )

Luobo Group Longmen Wang Yongxin Manufacture of
Glass Co. (“Longmen”) float sheet glass

150,000 52.25% 62,700 (ii)
 ( )

Chenzhou Bada Glass Zhang Shaojie Manufacture of
Co. Ltd. (“Bada”)  float sheet glass

74,080 54% 40,000 (iii)
( )

CLFG Yang Shao Glass Li Jinrang Manufacture of
Co. Ltd. (“Yang Shao”)  float sheet glass

14
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

14 Interest in subsidiaries and associated companies (continued)

Interest in subsidiaries (continued)

The Company (continued)

Details of the investment in the Group’s principal subsidiaries are as follows:
(RMB’000)

At Addition Deduction At end Net
 beginning  during  during  of the  book

Name of company of the year  the period  the period  period Provision  value

Longmen 3,209 (3,209)

Bada

Yang Shao 39,949 (993) 38,956 38,956

Total 43,158 (4,202) 38,956 38,956

Notes:

(i) The Company is a collective joint enterprise.

(ii) The Company is a joint stock limited liability company.

During 2000, China Industrial & Commercial Bank had transferred its loan of
RMB84,800,000 that originally granted to Bada to China Hua Rong Assets
Management Company (“Hua Rong”). During 2001, Bada, Hua Rong and the
Company entered into an agreement under which RMB30,000,000 out of the above
loan was converted into equity. Consequently, the registered capital of Bada
increased from RMB120,000,000 to RMB150,000,000. The increase in the registered
capital has been approved by relevant government authorities and shareholders of
Bada.

As the equity interest held by Hua Rong will be required to be redeemed in full by
instalments and Hua Rong will not share any profit or loss of Bada, the registered
capital of RMB30,000,000 has been classified as preference shares.

(iii) The Company is a limited liability company.

14  ( )
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

14 Interest in subsidiaries and associated companies (continued)

Interest in associated companies

The Group and the Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Cost 220,649 131,553
Add: increase in investment in CPGC 89,096

220,649 220,649
Less: share of results of the

associated companies
under the equity method (14,838) (17,173)

Balance at period /year end  / 205,811 203,476

At 30 June 2003, details of the Group’s/Company’s associated companies were
as follows:

Direct
Registered attributable Initial Principal

Name of company Capital equity interest investment cost  activities
RMB’000 RMB’000

41,945 49% 20,553
Jingxin Manufacture of

 ceremic wall tiles
300,000 37% 111,000

Provision of
China Luoyang Float Glass financial

Group Financial Company services
of Limited Liabilities (“CLFC”)

181,496 49.09% 89,096
CPGC Processed glass

14  ( )

 / 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

14 Interest in subsidiaries and associated companies (continued)

Interest in associated companies (continued)

The Group and the Company (continued)

Details of the investment in Group’s principal associated companies are as follows:
(RMB’000)

At Addition Deduction At end Net
beginning of during the during the of the book

Name of company  the year  period  period  period Provision  value

Jingxin
CLFC 114,650 3,250 117,900 117,900
CPGC 88,826 (915) 87,911 87,911

Total 203,476 3,250 (915) 205,811 205,811

15 Other equity investments

Other equity investments included non-consolidated subsidiaries. As the Group’s
share of results or assets attributable to these equity investments is not material,
they are not equity accounted for.

At 30 June 2003, the Group’s/Company’s other principal equity investments are
as follows:

Registered Direct Initial
 capital  attributable  investment Principal

Name of company equity interest  cost  activities
RMB’000 RMB’000

425,700 7.47% 31,800
Yan’an Refinery Factory Co. Ltd. Petrochemical

30,000 66.7% 20,000
Xiangfan Luoshen Vehicle Co. Ltd. Manufacture

of auto glass
28,000 52% 14,560

Yinan Mineral Products Co. Ltd. Provision
of raw materials

30,960 40.29% 12,475
CLFG Mineral Products Co. Ltd. Provision

of raw materials

14  ( )

( )

15
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

16 Fixed assets

The Group

Plant,
machinery

and Motor
Buildings equipment vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000

Cost
At 1 January 2003 2003 1 1 409,475 1,003,655 14,270 1,427,400
Additions 65 35,389 766 36,220
Transfer from construction  ( 18)

in progress (note 18) 1,701 3,390 5,091
Reclassification 7,095 (7,095)
Disposals (5,000) (187) (5,187)

At 30 June 2003 2003 6 30 418,336 1,030,339 14,849 1,463,524
-------------- -------------- -------------- --------------

Accumulated depreciation
At 1 January 2003 2003 1 1 90,925 398,320 10,481 499,726
Charge for the period 6,329 32,866 570 39,765
Reclassification (505) 505
Written back on disposal (7) (7)

At 30 June 2003 2003 6 30 96,749 431,691 11,044 539,484
-------------- -------------- -------------- --------------

Net book value
At 30 June 2003 2003 6 30 321,587 598,648 3,805 924,040

At 31 December 2002 2002 12 31 318,550 605,335 3,789 927,674

16
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

16 Fixed assets (continued)

The Company

Plant,
machinery

and Motor
Buildings equipment vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000

Cost
At 1 January 2003 2003 1 1 218,577 632,667 3,747 854,991
Additions 2 245 274 521

At 30 June 2003 2003 6 30 218,579 632,912 4,021 855,512
-------------- -------------- -------------- --------------

Accumulated depreciation
At 1 January 2003 2003 1 1 59,914 315,160 2,178 377,252
Charge for the period 3,525 21,553 337 25,415

At 30 June 2003 2003 6 30 63,439 336,713 2,515 402,667
-------------- -------------- -------------- --------------

Net book value
At 30 June 2003 2003 6 30 155,140 296,199 1,506 452,845

At 31 December 2002 2002 12 31 158,663 317,507 1,569 477,739

17 Construction materials

At 30 June 2003, construction materials of the Group and the Company mainly
represented the materials to be used for construction projects.

16  ( )

17
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

18 Construction in progress

Construction in progress comprises expenditure incurred during the construction
of buildings, plant, machinery and equipment not yet completed at 30 June 2003.

The Group

RMB’000

At 1 January 2003 2003 1 1 5,620
Additions 7,479

13,099
Transfer to fixed assets (note 16)  ( 16) (5,091)

At 30 June 2003 2003 6 30 8,008

The Company

RMB’000

At 1 January 2003 2003 1 1 4,048
Additions 3,895

At 30 June 2003 2003 6 30 7,943

18
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

19 Intangible assets

The Group

Land use rights Trademark Total
RMB’000 RMB’000 RMB’000

Cost

At 1 January 2003 and 2003 1 1
30 June 2003 2003 6 30 152,991 7,400 160,391

--------------- --------------- ---------------

Less: Accumulated amortisation

At 1 January 2003 2003 1 1 25,176 651 25,827
Charge for the period 1,482 186 1,668

At 30 June 2003 2003 6 30 26,658 837 27,495
--------------- --------------- ---------------

Net book value

At 30 June 2003 2003 6 30 126,333 6,563 132,896

At 31 December 2002 2002 12 31 127,815 6,749 134,564

The Company

Land use rights
RMB’000

Cost
At 1 January 2003 and 2003 1 1

30 June 2003 2003 6 30 107,342
---------------

Less: Accumulated amortisation
At 1 January 2003 2003 1 1 18,495
Charge for the period 1,093

At 30 June 2003 2003 6 30 19,588
---------------

Net book value
At 30 June 2003 2003 6 30 87,754

At 31 December 2002 2002 12 31 88,847

(i) The terms of the Group’s land use rights range from about 23 to 60 years.
The remaining useful lives range from about 18 to 50 years.

(ii) Trademark of a subsidiary of the Company is amortised over 20 years.

19

(i)

(ii)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

20 Short-term loans

(a) The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Bank loans 618,000 668,000
Loans from ultimate holding company 218,750 146,800
Loans from associated companies 86,000 77,000
Non-bank financial institutions 4,720 1,980

927,470 893,780

Except for the balances disclosed in note 33, there are no loans due from
shareholders who hold 5% or more shareholdings of the Company.

20

(a)

The Company

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Bank loans 589,000 639,000
Loans from ultimate holding company 125,630 71,700
Loans from associated companies 66,000 64,000

780,630 774,700

33
5% 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

20 Short-term loans (continued)

(b) The Group’s and the Company’s short-term loans are set out as follows:

2003 2002
6 30 12 31

Contracted At At
Secured or interest rate 30 June 31 December

Lenders guaranteed per annum 2003 2002
(audited)

RMB’000 RMB’000

Bank loans

5.04% 40,000 40,000
Luoyang City Commercial Bank Guaranteed

5.31% 100,000 100,000
China Construction Bank Guaranteed

30,000,000 5.31% 60,000 60,000
 / 

30,000,000
China Everbright Bank Loans of RMB30,000,000

were secured by deposits of the
same amount/loans of RMB30,000,000
were guaranteed by a third party

5.31% 199,000 249,000
Bank of China Guaranteed

60,000,000 5.31% 160,000 160,000
 / 

100,000,000
Bank of Communications Loans of RMB60,000,000

were secured by deposits of the
same amount/loans of RMB100,000,000
were guaranteed by a third party

5.31% 30,000 30,000
Shanghai Pudong Development Bank Guaranteed

589,000 639,000
--------------- ---------------

20

(b)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

2003 2002
6 30 12 31

Contracted At At
Secured or interest rate 30 June 31 December

Lenders guaranteed per annum 2003 2002
(audited)

RMB’000 RMB’000

5.04% - 5.85% 125,630 71,700
--------------- ---------------

Loans from the ultimate holding company -

5.31% - 5.84% 66,000 64,000
--------------- ---------------

Loans from associated companies Guaranteed

 ( ) 780,630 774,700
--------------- ---------------

Short-term loans (the Company)

Bank loans

 (i) 7.02% 14,000 14,000
Agricultural Bank of China (i) Guaranteed

5.84% 15,000 15,000
Bank of Communications Guaranteed

4.87% - 5.94% 93,120 75,100
Loans from the ultimate holding company -

5.84% 20,000 13,000
Loans from associated companies Guaranteed

 (ii) 2.26% 4,720 1,980

Hua Rong Asset Management Co. Ltd. (ii) Guaranteed

146,840 119,080
--------------- ---------------

 ( ) 927,470 893,780

Short-term loans (the Group)

20 Short-term loans (continued)

(b) The Group’s and the Company’s short-term loans are set out as follows:
(continued)

(i) The loan was overdue with original maturity due within the period from
June 1998 to June 1999. It was not repaid up to the report date.

(ii) The relevant loans were overdue, of which RMB1,980,000 was due on 20
December 2002 and the remaining RMB2,740,000 was due on 20 June
2003. These two loans were not repaid up to the report date.

20

(b)

(i) 1998 6
1999 6

(ii) 1,980,000
2002 12 20

2,740,000 2003 6 20
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

( )

At 30 June 2003 At 31 December 2002
(audited)

RMB’000 RMB’000

Electricity 2,876
Repairs and maintenance 991
Audit fee 729 1,500
Others 2,392 234

6,988 1,734

The Company

21 Bills payable

Bills payable primarily represent the accepted bills for the purchase of raw
materials, goods and products. The repayment term normally range from one to
six months.

There is no amount due to shareholders who hold 5% or more shareholdings of
the Company.

22 Trade and other payables

Trade and other payables included trade creditors, receipts in advance, other
payables and other creditors. Except for the ultimate holding company, there
were no balances due to shareholders who hold 5% or more shareholdings of the
Company. The details of the amount due to the ultimate holding company are set
out in note 33.

At 30 June 2003, the Group and the Company had no individually significant
trade creditors, other payables and other creditors aged over three years. Also,
the Group and the Company had no individually significant receipts in advance
aged over 1 year.

23 Accrued expenses

The Group

( )

At 30 June 2003 At 31 December 2002
(audited)

RMB’000 RMB’000

Electricity 8,652 3,887
Interest expenses 3,657 3,567
Wooden cases 2,404
Repairs and maintenance 991
Audit fee 729 1,500
Others 2,392 234

18,825 9,188

21

5%

22

5% 

33

23
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

2003 2002

2003 6 30 12 31

( )

 

Contracted

annual

Guaranteed Maturity interest Original Exchange Amount due Amount due Balance at 30 Balance at  31

Lenders or secured date rate in 2003 currency rate within 1 year over 1 year June 2003 December 2002

(audited)

‘000 RMB’000 RMB’000 RMB’000 RMB’000

2003 2006 6.03% 67,930 20,000 47,930 67,930 87,930

Ultimate holding company 2003 - 2006 RMB67,930

Bank loans

2003 2019 2.5% (i) 886 8.636 419 7,224 7,643 7,833

-- Bank of China Guaranteed 2003 - 2019 Eur886

 ( ) 20,419 55,154 75,573 95,763

Long-term loans (the Company)
----------------- ----------------- ----------------- -----------------

2003 2008 2.26% 41,100 5,480 35,620 41,100 43,840

Non-bank financial institutions Guaranteed 2003 - 2008 RMB41,100
----------------- ----------------- ----------------- -----------------

30,000

Loan from ultimate holding companies
----------------- ----------------- ----------------- -----------------

Loans from associated companies

2003 6.04% - 6.53% 7,000 7,000 7,000 14,000

- CLFC Guaranteed 2003 RMB7,000

2003 2004 6.04% 7,000 7,000 7,000 2,000

- CLFC Guaranteed 2003 - 2004 6.04% RMB7,000

7,000 7,000 14,000 16,000
----------------- ----------------- ----------------- -----------------

 ( ) 32,899 97,774 130,673 185,603

Long-term loans (the Group)

24 Long-term loans

(a) The Group’s and the Company’s long-term loans are set out as follows:

(i) Interest rate will fluctuate based on prevailing interest rate of the
Organisation for Economic Co-operation and Development.

24

(a)

(i)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

24 Long-term loans (continued)

(b) The repayment terms of long-term loans repayable over one year are set
out as follows:

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Between one and two years 32,899 27,949
Between two and three years 36,569 28,689
Between three and five years 9,058 45,308
Over five years 19,248 13,708

97,774 115,654

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Between one and two years 20,419 20,469
Between two and three years 28,349 20,469
Between three and five years 838 28,868
Over five years 5,548 5,488

55,154 75,294

The Company

Except for the balances disclosed in note 33, there are no loans due to
shareholders who hold 5% or more shareholdings of the Company.

24

(b)

33
5% 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Registered, issued and paid up capital:

Unlisted shares

400,000,000 State-owned ‘A’ shares 400,000,000A
of RMB1.00 each 1.00 400,000 400,000

--------------- ---------------

Listed shares

250,000,000 ‘H’ shares of RMB1.00 each 250,000,000H 1.00 250,000 250,000
50,000,000 ‘A’ shares of RMB1.00 each 50,000,000 A 1.00 50,000 50,000

300,000 300,000
--------------- ---------------

700,000 700,000

25 Share capital

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

The Group

Balance at the beginning of period/year  / 970,132 969,988
Addition: Waiver of debts  / 144

Balance at period/year end  / 970,132 970,132

The Company

Balance at the beginning of  /  / 
period/year and period/year end 969,988 969,988

All the ‘A’ and ‘H’ shares rank pari passu in all material respects.

26 Capital reserve

25

A H

26
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

27 Surplus reserves

Movements in surplus reserves comprise:

Statutory
Statutory public Discretionary

surplus welfare surplus
reserve fund reserve Total

RMB’000 RMB’000 RMB’000 RMB’000

The Group

Balance at the beginning of  /  / 
period/year and period/year end 57,900 55,142 110,764 223,806

The Company

Balance at the beginning of  /  / 
period/year and period/year end 51,366 51,366 110,764 213,496

28 Income from principal operations

Income from principal operations represents the invoiced value of goods sold to
customers.

For the period ended 30 June 2003, revenue from sales to top five customers
amounted to RMB47,569,000 which accounted for 12% of income from principal
operations of the Group.

27

28

47,569,000 12%
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

Six months ended Six months ended
30 June 30 June

Tax rate and basis 2003 2002
RMB’000 RMB’000

7% (216) (892)
City construction tax 7% on VAT and business tax payable

3% (133) (382)
Education surcharge 3% on VAT and business tax payable

(349) (1,274)

29 Business tax and surcharges

The Group

Six months ended Six months ended
30 June 30 June

Tax rate and basis 2003 2002
RMB’000 RMB’000

7% (106) (538)
City construction tax 7% on VAT and business tax payable

3% (46) (231)
Education surcharge 3% on VAT and business tax payable

(152) (769)

The Company

29
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Interest expenses (29,815) (30,908)
Interest income 11,070 10,287
Exchange losses (148) (30)
Other financial expenses (885) (150)

(19,778) (20,801)

30 Financial expenses

The Group

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Interest expenses (23,507) (24,831)
Interest income 11,297 9,702
Exchange losses (148) (31)
Other financial expenses (678) (37)

(13,036) (15,197)

The Company

30
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Share of net gains/(losses) of  / ( )
associated companies 2,335 (1,608)

Impairment loss on other
unlisted investments (1,255) (1,084)

Interest income from designated loans 275 1,040

1,355 (1,652)

31 Investment income/(loss)

The Group

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Share of net loss of subsidiaries (4,202) (39,150)
Share of net gains/(losses) of  / ( )

associated companies 2,335 (1,608)
Impairment loss on other

unlisted investments (1,255) (1,084)
Interest income from designated loans 4,140 3,876

1,018 (37,966)

The Company

31  / ( )
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Loss on disposal of fixed assets - (29,411)
Others (737) (1,546)

(737) (30,957)

32 Non-operating expenses

The Group

Six months ended Six months ended
30 June 30 June

2003 2002
RMB’000 RMB’000

Loss on disposal of fixed assets - (117)
Others (589) (1,035)

(589) (1,152)

The Company

32
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

33 Related party transactions

(a) Related party with controlling interest:

Name of enterprise : China Luoyang Float Glass Group Company
of Limited Liabilities (“CLFG”)

Economic status : Limited liability company (Solely owned by
the State)

Registered capital : RMB1,286,740,000

Legal representative : Liu Baoying

Relationship with the Group : Ultimate holding company

Principal activities : Production of glass, related raw materials and
equipment, import, export and domestic sales
of glass, processing technology, design and
sub-contracting of engineering works, labour
export, provision of industrial production
material (excluding those under control of the
State), technological service, consultation
service and goods transportation

Equity interest in the Company : 57.14%

There is no movement in the above registered capital during the period.

(b) Related parties without controlling interest:

Name of enterprise Relation with the Company

China Luoyang Float Glass Group Financial Company of Limited Liabilities Associated company of the Company

Luoyang Jingxin Ceramic Co. Ltd. Associated company of the Company

China Luoyang Float Glass Company Processed Company Limited Associated company of the Company

CLFG Luoyang Hoisting Machinery Co. Ltd. Fellow subsidiary of CLFG

CLFG New Illuminating Source Co. Ltd. Fellow subsidiary of CLFG

CLFG Jingwei Glass Fibre Co. Ltd. Fellow subsidiary of CLFG

CLFG Luoyang Jingjiu Glass Container Co. Ltd. Fellow subsidiary of CLFG

Luoyang Jingbao Decoration Glass Co. Ltd. Fellow subsidiary of CLFG

CLFG Qingdao Taiyang Glass Industrial Co. Ltd. Fellow subsidiary of CLFG

CLFG Luoyang Jingrun Coating Glass Co. Ltd. Fellow subsidiary of CLFG

CLFG Luoyang Jinghua Industrial Co. Ltd. Fellow subsidiary of CLFG

Luoyang Xiangyu Industrial Co. Fellow subsidiary of CLFG

Luobo Technology Glass Company Fellow subsidiary of CLFG

CLFG New Era Export Limited Liability Co. Fellow subsidiary of CLFG

Luoyang Luobo Hotel Fellow subsidiary of CLFG

CLFG Mineral Products Co. Fellow subsidiary of CLFG

Yinan Mineral Products Co. Fellow subsidiary of CLFG

CLFG Xinxing Co. Fellow subsidiary of CLFG

33

(a)

 ( )

1,286,740,000
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57.14%

(b)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

33 Related party transactions (continued)

(c) The amounts of related party transactions of the Group during the period
and the balances of the current account items are summarised as follows:

Transactions between the Group and CLFG were as follows:

Six months ended Six months ended
30 June 30 June

Note 2003 2002
RMB’000 RMB’000

Ancillary and social services (i) 1,075 982
Provision of utilities (ii) 263 153
Interest paid and payable 4,933 4,781

(i) The Company has entered into a three-year agreement with CLFG effective from
3 August 2001. In accordance with the agreement, CLFG provides certain social
welfare and support services, such as education, property management, medical
care and transportation services to the staff of the Company. The amount charged
by CLFG is based on a reasonable cost incurred in providing such services plus
respective tax charge.

(ii) The Company has entered into a three-year agreement with CLFG effective from
3 August 2001 for provision of utilities such as water and electricity to CLFG. The
amount charged to CLFG is based on a reasonable cost incurred in providing such
services plus respective tax charge.

Transactions between the Group and related parties were as follows:

Six months ended Six months ended
30 June 30 June

Note 2003 2002
RMB’000 RMB’000

Sales 17,729 5,434
Ancillary and social services (i) 2,425 2,198
Provision of utilities (ii) 6,222 5,545
Purchase of raw materials (iii) 22,646 23,131
Other purchases 976
Interest paid and payable 3,442 9,732
Interest received and receivable 7,940 6,499

33

(c)

(i)

(ii)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

33 Related party transactions (continued)

 (c) The amounts of related party transactions of the Group during the period
and the balances of the current account items are summarised as follows:
(continued)

(i) The Company has entered into a three-year agreement with a CLFG’s
subsidiary, CLFG Xinxing Co. (“Xinxing”) effective from 3 August 2001
by which Xinxing provides certain social welfare and support services
such as education, property management, medical care and transportation
services to the staff of the Company. The agreement is supplementary
amended on 22 July 2002. The amount charged by Xinxing is based on
a reasonable cost incurred in providing such services plus respective tax
charge.

(ii) The Company has entered into three-year agreements with certain CLFG’s
subsidiaries, including Luoyang Jingbao Decoration Glass Company Ltd.,
CLFG New Illuminating Source Company Limited, CLFG Jingwei Glass
Fibre Co. Ltd., CLFG Jinghua Industrial Co. Ltd. and Luoyang Luobo
Hotel effective 3 August 2001. In accordance with these agreements, the
Company provides utilities such as water and electricity to these
subsidiaries. The amounts charged to these group companies are based on
reasonable costs incurred in providing such services plus respective tax
charges.

(iii) The Company has entered into three-year agreements with CLFG’s
subsidiaries, Yinan Mineral Products Co. (“Yinan”) and CLFG Mineral
Products Co. (“Mineral Co.”) effective from 3 August 2001 by which
Yinan and Mineral Co. supply certain raw materials to the Company at
market prices.

33

(c)

(i)

(ii)

(iii)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

( ) ( )

CLFG Fellow subsidiaries
At At At At

30 June 31 December 30 June 31 December
Note 2003 2002 2003 2002

(audited) (audited)
RMB’000 RMB’000 RMB’000 RMB’000

Assets
Short-term investments 28,150 45,300
Trade debtors (iv) 17,081 29,097 9,547 3,622
Advance payments (iv) 4,386
Other debtors (iv) 132,669 122,576 431,289 488,368

149,750 151,673 468,986 541,676

Liabilities
Short-term loans 218,750 146,800 86,000 77,000
Accrued expenses 1,855
Trade creditors 3,638 6,779
Receipts in advance 775 876 5,957 4,138
Other payables 8,513 27,953 195 9,853
Long-term loans 67,930 117,930 14,000 16,000

295,968 293,559 111,645 113,770

33 Related party transactions (continued)

 (c) The amounts of related party transactions of the Group during the period
and the balances of the current account items are summarised as follows:
(continued)

Included in the following balance sheet captions are balances with the
ultimate holding company and fellow subsidiaries:

The Group

33

(c)
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

( ) ( )

CLFG Fellow subsidiaries
At At At At

30 June 31 December 30 June 31 December
Note 2003 2002 2003 2002

(audited) (audited)
RMB’000 RMB’000 RMB’000 RMB’000

Assets
Short-term investments 28,150 45,300
Trade debtors (iv) 16,121 29,062 7,701 3,611
Advance payments (iv) 3,711
Other debtors (iv) 125,015 114,901 429,143 486,176

141,136 143,963 464,994 538,798

Liabilities
Short-term loans 125,630 71,700 66,000 64,000
Trade payables 2,290 4,081
Receipt in advance 601 5,233 3,410
Other payables 7,729 27,249 116 9,378
Long-term loans 67,930 87,930

201,289 187,480 73,639 80,869

33 Related party transactions (continued)

 (c) The amounts of related party transactions of the Group during the period
and the balances of the current account items are summarised as follows:
(continued)

Included in the following balance sheet captions are balances with the
ultimate holding company and fellow subsidiaries: (continued)

The Company

(iv) At 30 June 2003, the Group and the Company have made provision for
amounts due from ultimate holding company and fellow subsidiaries in
trade debtors, advance payments and other debtors. Please refer to notes
8, 9 and 10 for details.

33

(c)

(iv) , 
, 
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For the six months ended 30 June 2003
(Prepared under the PRC Accounting Rules and Regulations)

( )

At At
30 June 31 December

2003 2002
Note (audited)

RMB’000 RMB’000

Guarantees issued by CLFG to
the suppliers in favour
of the Group 80,000 90,000

Guarantees issued by CLFG to
banks in favour of the Group 256,000 254,000

Indirect guarantees (v) 319,000 464,763

33 Related party transactions (continued)

 (c) The amounts of related party transactions of the Group during the
period and the balances of the current account items are summarised
as follows: (continued)

Guarantees issued by CLFG in favour of the Group were as follows:

(v) Guarantees have been issued by CLFG in respect of bank loans to
independent third parties in return for guarantees issued by the independent
third parties to banks and suppliers in favour of the Group.

34 Commitments

At 30 June 2003, the Group and the Company had the following capital
commitments:

The Group

( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Contracted but not provided for
- overhaul project - 13,397
- construction project - 2,715

Authorised but not contracted for
- overhaul project - 16,121
- construction project - 797

Total 3,512 29,518

33

(c)

(v)

34
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( )

At At
30 June 31 December

2003 2002
(audited)

RMB’000 RMB’000

Contracted but not provided for
 construction project  2,715

Authorised but not contracted for
 construction project  797

Total 3,512

34 Commitments (continued)

The Company

( ) ( )

The Group The Company
At At At At

30 June 31 December 30 June 31 December
2003 2002 2003 2002

(audited) (audited)
RMB’000 RMB’000 RMB’000 RMB’000

Guarantees issued to banks
in favour of subsidiaries 69,320

Guarantees issued to banks and
non-bank financial institutions
in favour of third parties 14,500 16,500 14,500 16,500

14,500 16,500 14,500 85,820

35 Contingent liabilities

At 30 June 2003, contingent liabilities were as follows:

34

35
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36 Retirement benefits

As stipulated by the regulations of the PRC, the Group has participated in defined
contribution retirement plans organised by the local authority for its employees.
Under this arrangement, the Group is required to make contributions to the
retirement plans at a rate of 27% (2002: 28%) on the basic salary, bonus and
certain allowances of its employees. Each employee is entitled to an annual
pension equal to a fixed proportion of his/her basic salary upon his/her age of
retirement. The Group has no material obligation for the payment of pension
benefits other than its annual contributions to the above mentioned retirement
plans.

37 Comparative figures

Certain comparative figures have been reclassified to conform with the current
year’s presentation.

38 Segment report

No business segment information is presented as the Group’s turnover and
operating result are almost entirely generated from the manufacture and sales of
float sheet glass.

The analysis of the geographical location determined on the basis of the
destination of the Group’s products is as follows:

PRC Asia America Oceania Others Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Income from principal operations 320,886 39,325 9,741 8,072 8,831 386,855

Cost of sales (298,239 ) (31,855 ) (7,890 ) (6,539 ) (7,153 ) (351,676 )

Operating expenses (159,599 ) (25,991 ) (6,438 ) (5,335 ) (5,836 ) (203,199 )

Loss from principal operations (136,952 ) (18,521 ) (4,587 ) (3,802 ) (4,158 ) (168,020 )

36

 27% (
28%) 

37

38
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 ( )
(  )

CONSOLIDATED INCOME STATEMENT

for the six months ended 30 June 2003 (unaudited)
(Expressed in Renminbi Yuan)

Six months Six months
ended ended

30 June 30 June
2003 2002

Note RMB’000 RMB’000

Turnover 3 386,506 351,257
Cost of sales (349,533) (335,119)

Gross profit 36,973 16,138
Other operating income 7,727 9,368
Other operating expenses (122,563) (32,041)
Selling expenses (17,000) (14,763)
Administrative expenses (46,596) (71,176)

Loss from operations (141,459) (92,474)
Net financing costs 4 (19,502) (19,761)

 / ( ) Share of net gains/(losses) of associated companies 2,335 (1,608)

Loss from ordinary activities before taxation 4 (158,626) (113,843)
Income tax expense 5 (145) (200)

Loss from ordinary activities after taxation (158,771) (114,043)
Minority interests 846 16,762

Loss attributable to shareholders (157,925) (97,281)

Basic loss per share
( ) (in Rmb: Yuan) 6 (0.226) (0.139)

90 98 The notes on pages 90 to 98 form part of this interim financial report.
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 ( )
(  )

( )

At At
30 June 31 December

2003 2002
  (audited)

Note Rmb’000 Rmb’000

Non-current assets
Property, plant and equipment 924,040 927,674
Construction in progress 11,694 8,682
Intangible asset 6,563 6,749
Lease prepayments 38,842 39,275
Interest in associated companies 240,516 254,232
Investments 75,324 75,979
Other receivables 9 319,260 397,505
Deposits with non-bank financial institution 8 35,654 35,654

Total non-current assets 1,651,893 1,745,750
---------------- ----------------

Current assets
Tax receivable 1,043 1,043
Other receivables 9 356,986 393,484
Inventories 230,050 201,695
Trade receivables 10 113,078 126,316
Deposits with banks and non-bank financial institutions 100,000 125,516
Cash at bank and in hand 140,211 152,554

Total current assets 941,368 1,000,608
---------------- ----------------

Current liabilities
Trade payables 11 289,643 240,592
Accrued expenses and other payables 208,496 230,528
Interest-bearing bank and other loans 965,619 968,229

Total current liabilities 1,463,758 1,439,349
---------------- ----------------

Net current liabilities (522,390) (438,741)
---------------- ----------------

Total assets less current liabilities 1,129,503 1,307,009
---------------- ----------------

CONSOLIDATED BALANCE SHEET

as at 30 June 2003 (unaudited)
(Expressed in Renminbi Yuan)
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 ( )  ( )
(  )

( )

At At
30 June 31 December

2003 2002
  (audited)

Note Rmb’000 Rmb’000

Non-current liabilities
Interest-bearing bank and other loans 122,524 141,154
Long-term payables 5,069 5,174

Total non-current liabilities 127,593 146,328
---------------- ----------------

Minority interests 30,338 31,184
---------------- ----------------

Net assets 971,572 1,129,497

Shareholders’ funds
Share capital 700,000 700,000
Reserves 12 271,572 429,497

971,572 1,129,497

CONSOLIDATED BALANCE SHEET  (continued)

as at 30 June 2003  (unaudited) (continued)
(Expressed in Renminbi Yuan)

90 98

Approved and authorised for issue by the board of directors on 28 August 2003.

Lin Baoying Wang Yongxin
Director Director

The notes on pages 90 to 98 form part of this interim financial report.
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 ( )
(  )

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

for the six months ended 30 June 2003 (unaudited)
(Expressed in Renminbi Yuan)

Six months Six months
ended ended

30 June 30 June
2003 2002

Rmb’000 Rmb’000

 / ( ) Cash flows from/(used in) operating activities 11,468 (80,241)
Cash flows used in investing activities (2,571) (10,355)

( ) / Cash flows (used in)/from financing activities (21,240) 69,212

Decrease in cash and cash equivalents (12,343) (21,384)
Cash and cash equivalents at 1 January 152,554 137,337

Cash and cash equivalents at 30 June 140,211 115,953

90 98 The notes on pages 90 to 98 form part of this interim financial report.
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 ( )
(  )

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the six months ended 30 June 2003 (unaudited)
(Expressed in Renminbi Yuan)

Share Share Accumulated
capital premium Reserves deficit Total

Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

At 1 January 2002 700,000 969,988 116,857 (314,899) 1,471,946
Net loss for the period (97,281) (97,281)

At 30 June 2002 700,000 969,988 116,857 (412,180) 1,374,665

At 1 January 2003 700,000 969,988 116,857 (657,348) 1,129,497
Net loss for the period (157,925) (157,925)

At 30 June 2003 700,000 969,988 116,857 (815,273) 971,572

90 98 The notes on pages 90 to 98 form part of this interim financial report.
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 (
) 

99

NOTES ON THE UNAUDITED INTERIM FINANCIAL REPORT

1 Basis of preparation

This interim financial report is unaudited, but has been reviewed by the Audit
Committee of the Company.

The interim financial report has been prepared in accordance with the
requirements of the Main Board Listing Rules of The Stock Exchange of Hong
Kong Limited, including compliance with International Accounting Standard
(“IAS”) 34 “Interim financial reporting” adopted by the International Accounting
Standards Board (“IASB”).

The financial information relating to the financial year ended 31 December 2002
included in the interim financial report does not constitute the Company’s annual
financial statements for that financial year but is derived from those financial
statements.  The annual financial statements for the year ended 31 December
2002 are available from the Company’s registered office.  The auditors have
expressed an unqualified opinion with explanatory paragraph in respect of
fundamental uncertainty on going concern on those financial statements in their
report dated 29 April 2003.

The 2002 annual financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) promulgated by the IASB.
IFRS includes IAS and related interpretations.

The accounting policies have been consistently applied by the Group and are
consistent with those adopted in the 2002 annual financial statements.

The Company also prepares an interim financial report which complies with the
People’s Republic of China (“PRC”) Accounting Rules and Regulations.  A
reconciliation of the Group’s results and the shareholders’ funds prepared under
IFRS and PRC Accounting Rules and Regulations is presented on pages 99.
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(Prepared under International Accounting Standard 34 - Interim Financial Reporting)

2 Segment reporting

The Group’s turnover and operating result are almost entirely generated from
the manufacture and sales of float sheet glass.  Accordingly, no business segment
information is provided.

The analysis of the geographical location of the operations of the Group during
the financial period is as follows:

PRC Asia America Oceania Others Consolidated

Six months Six months Six months Six months Six months Six months Six months Six months Six months Six months Six months Six months

ended ended ended ended ended ended ended ended ended ended ended ended

30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June

2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002

Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

320,537 330,801 39,325 8,715 9,741 7,016 8,072 243 8,831 4,482 386,506 351,257

Turnover

14,729 1,295 3,126 34 774 27 642 1 702 18 19,973 1,375

Segment result

(161,432 ) (93,849 )

Unallocated operating income

and expenses

(141,459 ) (92,474 )

Loss from operations

(19,502 ) (19,761 )

Net financing costs

 / ( ) 2,335 (1,608 )

Share of net gains / (losses) of

associated companies

(145 ) (200 )

Income tax expenses

846 16,762

Minority interests

(157,925 ) (97,281 )

Loss attributable to shareholders
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 / ( ) 

Six months Six months
ended ended

30 June 30 June
2003 2002

Rmb’000 Rmb’000

Interest income (11,346) (11,327)
Interest on borrowings 29,815 30,908
Net exchange loss 148 30
Other financial charges 885 150

Net financial costs 19,502 19,761
 # Depreciation # 39,765 45,518

Amortisation of intangible asset 186 370
Amortisation of lease prepayments 433 416
Net (gain)/loss on disposal of property, plant and

( ) / equipment (311) 29,411
Impairment loss on property, plant and equipment 10,731

( )/ (Write back of)/provision for inventories (2,143) 5,946
 # Cost of inventories # 349,533 335,119

Provision for amount due from an associated company 19,373
Provision for other receivables 101,197
Investment loss 1,255 1,084

3 Turnover

Turnover represents revenue from the invoiced value of goods sold to customers,
net of value-added tax, business taxes and surcharges and is after deduction of
any trade discounts.

4 Loss from ordinary activities before taxation

Loss from ordinary activities before taxation is arrived at after charging/
(crediting):

# # Cost of inventories includes depreciation, which amount is also included in the
respective total amount disclosed separately above.
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5 Income tax expense

Income tax expense in the consolidated income statement represents:

Six months Six months
ended ended

30 June 30 June
2003 2002

Rmb’000 Rmb’000

Underprovision in respect of prior year 145 200

No provision for PRC income tax has been made for the period as the Group
sustained a loss for taxation purposes.

Major components of unrecognised deferred tax assets are as follows:

( )

At At
30 June 21 December

2003 2002
(audited)

Rmb’000 Rmb’000

Tax losses 120,418 135,096
Lease prepayments 28,872 29,218

149,290 164,314

The deferred tax asset has not been recognised as it is not certain whether the
potential taxation benefit will be realised in the foreseeable future.
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(a)

157,925,000
 (

97,281,000 ) 700,000,000  (
700,000,000 ) 

(b)

 ( ) 

 (
) 75%

 75  

6 Loss per share

(a) Basic loss per share

The calculation of basic loss per share is based on the loss attributable to
shareholders for the six months ended 30 June 2003 of Rmb157,925,000 (2002:
Rmb97,281,000) and 700,000,000 (2002: 700,000,000) shares in issue during
the period.

(b) Diluted loss per share

No diluted loss per share is calculated as there are no dilutive potential shares
for the period from 1 January 2002 to 30 June 2003.

7 Dividend

The Board of Directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2003 (2002: Nil).

8 Deposits with non-bank financial institution

The balance at 30 June 2003 represents the overdue time deposits at Guangzhou
International Trust & Investment Corporation (“GZITIC”), after a 75% provision
made.  GZITIC is in the process of corporate restructuring.  Based on the
assessment of recent development, the directors are of the opinion that 75%
provision is adequate.  No interest has been accrued in respect of these deposits.

9 Other receivables

( )

At At
30 June 31 December

2003 2002
     (audited)

Rmb’000 Rmb’000

Non-current assets
Amount due from a fellow subsidiary 352,725 346,195
Advance payments, other receivables

and prepayments 51,310 51,310

404,035 397,505

Less: provision for bad and doubtful debts (84,775)

319,260 397,505
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 ( ) 

84,775,000

9 Other receivables (continued)

The amount due from a fellow subsidiary is a receivable from Qingdao Taiyang
Glass Industries Company Limited (“Taiyang”) which is secured by a specific
charge on Taiyang’s property, plant and equipment.  The balance is charged at
the prevailing market interest rate.  Taiyang has signed a preliminary sales and
purchase agreement with a third party regarding the disposal of those property,
plant and equipment, subject to fulfilling certain terms, in order to repay the
outstanding balance due to the Group. The directors have assessed the
recoverability of the receivable at the period end and consider that a provision
of Rmb 84,775,000 is adequate.

( )

At At
30 June 31 December

2003 2002
   (audited)

Rmb’000 Rmb’000

Current assets
Amounts due from ultimate holding company 137,332 129,118
Amounts due from fellow subsidiaries 175,272 179,920
Advance payments, other receivables and prepayments 151,415 181,071

464,019 490,109
Less: provision for bad and doubtful debts (107,033) (96,625)

356,986 393,484

The amounts due from ultimate holding company and fellow subsidiaries included
in current assets are unsecured, interest-free and have no fixed repayment terms.
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10 Trade receivables

( )

At At
30 June 31 December

2003 2002
   (audited)

Rmb’000 Rmb’000

Trade accounts
- third parties 118,556 98,040
- ultimate holding company 83,814 84,994
- fellow subsidiaries 12,622 11,865

214,992 194,899
Less: allowance for doubtful accounts (121,586) (112,468)

93,406 82,431
Bills receivable 19,672 43,885

113,078 126,316

( )

At At
30 June 31 December

2003 2002
   (audited)

Rmb’000 Rmb’000

Within one year 88,901 95,644
Between one and two years 5,412 4,170
Between two and three years 18,765 26,502

113,078 126,316

The ageing analysis of trade receivables, after allowance for doubtful accounts,
is as follows:

Debts are normally due within 60 to 90 days from the date of billing.  The ageing
analysis above is prepared in accordance with invoice dates.
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11 Trade payables

( )

At At
30 June 31 December

2003 2002
     (audited)

Rmb’000 Rmb’000

Trade accounts
- third parties 135,666 98,543
- fellow subsidiaries 3,202 6,779

138,868 105,322
Bills payable 150,775 135,270

289,643 240,592

The ageing analysis of trade payables is as follows:

( )

At At
30 June 31 December

2003 2002
     (audited)

Rmb’000 Rmb’000

Due within 1 month or on demand
139,159 100,770

Due after 1 month but within 3 months 72,449 4,969
Due after 3 months but within 6 months 78,035 134,853

289,643 240,592

 (
)

33

12 Reserves

No transfers were made to the statutory surplus reserve, the statutory public
welfare fund nor the discretionary surplus reserve for the period as there were
no profits available for appropriation (2002: Nil).

13 Related party transactions

Details of the related party transactions are presented in note 33 of the interim
financial report prepared under PRC Accounting Rules and Regulations.  The
financial data presented are the same as those prepared under IFRS.
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14 Capital commitments

At 30 June 2003, the Group had the following capital commitments:

( )

At At
30 June 31 December

2003 2002
     (audited)

Rmb’000 Rmb’000

Contracted but not provided for
- overhaul project 13,397
- construction projects 2,715
Authorised but not contracted for
- overhaul project 16,121
- construction projects 797

Total 3,512 29,518



101

34
For the six months ended 30 June 2003

(Prepared under International Accounting Standard 34 - Interim Financial Reporting)

”)

Other than the differences in the classification of certain financial statement assertions
and the accounting treatment of the items described below, there are no material
differences between the financial reports of the Group prepared in accordance with the
PRC Accounting Rules and Regulations and IFRS. The major differences are:

(i) Effective 1 January 2002, land use rights are carried at historical cost base
under IFRS. Accordingly, the surplus on the revaluation of land use rights was
reversed from shareholders’ funds. Under the PRC Accounting Rules and
Regulations, land use rights are carried at revalued amounts.

(ii) During 2002, certain creditors have waived the debts due by the subsidiaries.
Under the PRC Accounting Rules and Regulations, these waived debts are
credited to capital reserves. Under IFRS, they are included as other operating
income.

Reconciliation of the loss attributable to shareholders and shareholders’ funds
of the Group prepared in accordance with the PRC Accounting Rules and
Regulations and IFRS are summarised below:

Six months ended Six months ended
30 June 2003 31 December 2002

RMB’000 RMB’000

Loss attributable to
shareholders under PRC
Accounting Rules and Regulations (158,974) (98,405)
Differences:
- Amortisation of revaluation -  (i)

of land use rights (i) 1,049 1,092
- Gains from debts waived (ii) -  (ii) - 32

Loss attributable to
shareholders under IFRS (157,925) (97,281)

At 30 June 2003 At 30 June 2002
RMB’000 RMB’000

Shareholders’ funds under PRC
Accounting Rules and Regulations 1,059,063 1,218,037

Differences:
- Revaluation of land use rights (i) -  (i) (87,491) (88,540)

Shareholders’ funds under IFRS
971,572 1,129,497

(i)

(ii)
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1.

2.

3.

4.

VII. DOCUMENTS AVAILABLE FOR INSPECTION

The full sets of the following documents of the Company are available for
inspection:

1. Original copy of the 2003 Interim Report signed by Chairman of the
Company.

2. Accounting Statements signed and sealed by the legal representative,
officer in charge of accounting and accounting manager.

3. All original copies of the documents and announcements published on the
newspapers designated by the China Securities Regulatory Committee
during the reporting period.

4. Text of the Articles of Association.


