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The management of the Company is pleased to present the
following discussion and analysis of the Company’s 2003 business
results. Financial information involved in such discussion and
analysis is principally derived from the Company’s financial
statements prepared in accordance with PRC Accounting
Standards. Investors are advised to read this discussion and
analysis in conjunction with the Company’s audited financial
statements for 2003 and the financial statements for 2002 prepared
in accordance with PRC accounting standards.

.  PRINCIPAL OPERATIONS BY SECTORS OR
PRODUCTS (UNDER PRC ACCOUNTING
STANDARDS)

B  AR¥T

(Unit: Rmb)

FERBR  FERER  EREDL

AL LE FHEFE  LEER

FERBBA  EERBAF EHEQ%) 18R (%) 18 (%) (%)
Increase(+)  Increase(+)
Idecrease(-) /decrease(-)
in principal in principal

operating operating Increase(+)

Gross  income as costs as /decrease(-)
Principal Principal profit compared compared in gross
operating operating  margin with last with last profit
Sector or product income costs (%) year (%) year (%) margin
TRAH Flat paper printers 544,238,351.79  327,104,943.44 39.90 -7.03 -11.56 8.35
BEER Rolling paper printers 187,560,683.72  138,741,140.70 26.03 44.12 42,53 3.27
1V R 1 14 Intrusion printers 144,957,762.37  109,351,393.80 24.56 82455 28.72 10.05
BEH Pressing machines 1,790,598.29 2,620,821.90 -46.37
REH Form-printing machines 67,552,136.76  46,469,177.86 31.21 28.58 24,57 7.63
Rmfat Spare parts 24,530,423.45  20,147,290.81 17.87 13.88 38.11 -44.64
Al Printing business 28,818,825.76  19,282,720.00 33.09 69.03 60.82 11.52
ity Others 6,164,062.55 5,133,617.06 16.72 -43.30 -36.50 -34.78
2o BBR S Of which: connected
transaction:
FRAH Flat paper machines 115,411,452.99  69,362,283.25 39.90 -5.71 -10.31 8.35
ERER Rolling paper printers 31,565,068.37  23,348,681.07 26.03 145,55 142.82 3.27
BHZXZHNEERR REELAEABARHEEER  HEEKS2REAEERTHERGE -
Pricing principle for The pricing policy for the products sold by the Company to the connected companies mentioned above is based
connected transactions on the market prices for those similar products.
BHREBEMYE AEEBACSRFERNEEARHIMETHE  SEEERBIZESHFE -
BB R
Explanations on necessity The Company sells its products through its investee companies or those controlled by the Company, and these
and ongoing nature of connected transactions will continue in the future.

connected transaction
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o FEERESBEAFKEN 1. BUSINESS OPERATIONS AND RESULTS OF

A HOLDING COMPANIES AND AFFILIATES
By AR¥rT
Unit: Rmb
S
NCEL BBl FEER ERmAF RESER FE3UR
Holding or Registered Profit
Company name shareholdings  Main products capital Asset size  for the year
percentage (%)
EREAELRERERAF 7000 ®IEH 42,328,060.26  126,962,929.69 5,611,279.54
Beijing Beiren Fuji Printing Form presses
Machinery Limited
BFALADREBEREELT 51.20 9B ED I 29,000,000.00  45,127,975.82 -7,342,628.98
Haimen Beiren Printing Printing machinery
Machinery Company Limited
ALt N KRR 50.68 A 5,000,000  12,885,644.41  510,404.81
Hebei Beiren Gei Zhi Ji Chong Paper-feeding machine
b Rdb A AMENEERE R 62.50 &fF 4,000,000.00  11,257,682.46  -664,522.57
Beijing Beiren Taihe Casting
Printing and Casting Factory
ERLAHEDRROERAA 4359 HRIREBEER 24,500,000.00  23,324,464.11 -3,740,055.78
Ningxia Beiren Xinhua Printing and packaging
Printing Limited
S PN 100 9465 HRIMBEHRE 2,000,000.00  7,679,337.71  -570,683.20
Beijing Beiren Printing Machinery Presses and part
Accessories Printing Factory manufacture
36 5t A TFE ED il 4 R 98.77 AEEHRBSHHA 4,050,000.00  21,004,664.97  32,857.48
Beijing Beiren Jingyan Printing presses, parts
Printing Machinery Factory and components
EREADHBORREE LT 68.66 HRIREREKE 22,430,000.00  56,506,719.05  922,943.03
Beijing Beiren Yuxin Offset Printing and packaging
Printing Limited
ML A FIRMEHEERAF 51.00 1,500,000.00  13,731,076.80 411.90
Hubei Beiren Printing Machinery
Sales Limited
BENEANEBDREHERAR 30.00 1,500,000.00  3,424,024.12  -192,868.29
Guangzhou Beiren Hengtong
Printing Machinery Limited
EREANEEDRIEREHTRAR 45.00 2,000,000.00  8,984,310.68  64,939.75
Bejing Beiren Hengtong
Printing Machinery Sales Limited
HTEADREBEHERRAR 55.00 1,500,000.00  11,350,022.43  -128,692.38
Zhejiang Beiren Printing
Machinery Sales Limited
BELADFBBEHETRAT 49.00 700,000.00  4,480,681.70 4,014.43
Liaoning Beiren Printing
Machinery Limited
BARLALEDRBRERTRAT 85.00 1,500,000.00  8,694,128.60  71,048.32
Xian Beiren Beifu Printing
Machinery Sales Limited
tREREZRGRRAR 49.00 7,500,000.00  7,941,157.85  -47,010.23
Beijing Monigraf Automatic Control
System Limited
RELADFEBERETLF 84.18 ENRIMME 100,000,000.00  210,562,323.29  2,658,748.89
Shaanxi Beiren Printing Machinery Printing machine
Limited
TRERBERREELT 20.00 & 5,680,000.00  14,714,728.06  -607,694.29
Beijing Beiying Casting Company Limited Casting
RAERAF 100.00 HKD3.00 9,935,200.06 -6,980,893.14
Sheenlite Limited
40 | de A e OBE MR B R A A o
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PRINCIPAL BUSINESS BY REGION
(PREPARED UNDER PRC ACCOUNTING
STANDARDS)

The Company’s principal business consisted of domestic and
overseas market. Income from principal domestic business
accounted for Rmb989,382,000, representing an increase
of 7.64% over the previous year; income from principal
overseas business was Rmb16,231,000, representing an
increase of 108.02% over the previous year.

MAJOR SUPPLIERS AND CUSTOMERS
(PREPARED UNDER PRC ACCOUNTING
STANDARDS)

The procurement of the top five suppliers of the Company
totalled Rmb74,082,000, accounting for 23.41% of the total
procurement amount for the year.

The turnover of the top five customers of the Company
totalled Rmb132,086,000, accounting for 13.13% of the total
turnover for the year.

OPERATIONAL PROBLEMS AND
SOLUTIONS

Operational difficulties

(1) The increase in the price of raw materials such as
steel resulting in the increase in production costs
which affected the operational environment;

(2) The Company strengthened the development of new
products and continued to merchandise them to the
market resulting in the increase in the injection and
contribution of capital.

Solutions

(1) To lower the purchasing cost of products by way of
tendering;

(2) By visiting our customers using products of Beiren
and introducing our products to them to promote new
products of the Company in order to increase
customer group;

(3) To improve scientific finance budget system and
strictly control various expenditures to lower costs;
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(1)

(4) To seriously analyze the unreasonable utilization of
current assets. To reduce the use of capital and
accelerate cash flow in order to enhance the level of
operation of the Company.

INVESTMENT
Use of proceeds

The first proceeds of the Company had been used up in
1998. During the period from 26 December 2002 to 7 January
2003, the Company issued 22,000,000 new A shares with
proceeds deposited on 8 January 2003. The total proceeds
amounted to RMB154,000,000. The net proceeds (after
deducting the expenses for the issue) amounted to
RMB141,170,845.74 and has been entirely used for the
setting up of the production base of new sheet-fed multi-
color offset presses.

B AR#®T
Unit: Rmb
BEEESHE Total amount of proceeds 141,170,845.74
AEECERAEEESHEHE Amount of proceeds utilised in the year 141,170,845.74
ERMAEAERECHER Amount of proceeds utilised in aggregate 141,170,845.74
REFAF
RE® EEW BEEMN
A&IE B BEASE E@EA ERBRASLE BeHE R 6
Whether
Changes progressing as
in the scheduled and
Projects Proposed use of Actual Intended estimated
undertakings investment proceeds investment  revenue return
2HRANELRE 141,170,845.74 B 141,170,845.74 ~EH =
SEREEEBER
The construction project in No Not Yes
production base of new sheet-fed applicable
multi-colour offset presses
financed by all of the proceeds
REFFFEEEN RS TER
MFHA (D ERER)
Explanation for failure to meet Not
planned progress and estimated applicable
income (by project)
BERARBEEFRH FEA
(mERER)
Reason for the change and Not
procedures therefor (by project) applicable
b N B RO BRI By AR & H R R SR
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The capital requirement for the Company’s new production base of
new sheet-fed multi-colour offset presses is Rmb190,700,000. The
Company raised the proceeds totalling Rmb154,000,000 from the
issue of new shares. The actual proceeds net of listing and issue
expenses amounted to Rmb141,170,845.74, of which
Rmb24,512,621.73 is for equipment investment and
Rmb116,658,224.01 is for construction (including
Rmb27,141,347.18 for the construction of machinery processing
plant, Rmb21,689,650.65 for the assembly plant, Rmb25,500,673.1
for the research and development office building,
Rmb21,233,058.29 for the complex plant, Rmb2,060,000.00 for the
cube warehouse and Rmb19,033,494.74 for other projects). As at
31 December 2003, actual proceeds utilized for the construction of
production base for new sheet-fed multi-colour and single-and
double-colour presses amounted to Rmb321,550,353.33 (including
land premium therefor). All of the proceeds from the issue have
been utilised (as disclosed in the first quarterly report of 2003).
Other capital required for funding of the production base will be
financed by the Company’s internal fund. Currently, the project is
at the stage of final budgeting.

(2) There was no change in utilisation of the
proceeds by the Company during the reporting
period.

(3) Principal investments financed by non-raised
funds

During the reporting period, the Company invested
Rmb114,739,400 out of the non-raised funds in construction
of a new plant. Currently, the project has been put into
operation. The Company made an equity investment of
Rmb1,136,000 in Beijing Beiying Printing and Casting
Company Limited, in which the Company holds 20% equity
interest. The investment in the project had been completed,
which has been put into normal operation to provide casting
parts for the Company.
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FINANCIAL STATUS AND OPERATING
RESULTS

Operating results (prepared under PRC
accounting standards)

By AR¥rT

(Unit: Rmb)
HH 2003 & 20025 Dok 182 5 b 1
Percentage
Increase / increase /
ltem 2003 2002 (decrease) (decrease)
TEEBWA Principal operating income  1,005,612,845 926,929,279 78,683,565 8.49 %
TEEKAE Principal operating profit 329,375,499 295,321,357 34,054,142 11.53%
EXER Operating expenses 45,634,410 38,723,174 6,911,236 17.85%
EEEH Management expenses 164,634,257 163,220,538 1,413,719 0.87%
BEER Finance costs 8,716,525 14,991,257 (6,274,732) -41.86%
EEFRE Operating profit 114,075,656 80,458,791 33,616,865 41.78%
RE W= Income from investment (8,860,899) (3,069,275) (5,791,623) 188.70%
fEREA Subsidy income 205,874 (205,874) -100.00%

EEZILON Non-operating income 12,110,026 9,931,816 2,178,210
BN Non-operating expenses 15,044,140 2,028,337 13,015,803

AEasE Total profit 102,280,643 85,498,868 16,781,775 19.63%
FEH Income tax 21,436,010 15,034,227 6,401,783 42.58%
Flb Net profit 82,047,814 68,940,691 13,107,123 19.01%

REPFAETEEBRARBLEER For the reporting period, principal operating income of the

8.49% > H A REMEIAL + [M1hR EN Al 4 ~
REH ODRIXBELL DB ER
44.12% > 32.55% ~ 28.58% »
69.03% ; FRA U AR R D
7.083% °

R AR A R B F 82,047,814

TR EFERE19.01%,TEEFTEE
BWAER MISER TMRATE -

e A B R OBE AR OB B AR & F

Company increased by 8.49% over last year, of which rolling
paper, intrusion printers, form-printing machines and printing
services contributed a growth of 44.12%, 32.55%, 28.58%
and 69.03% respectively over last year, while income from
flat paper decreased by 7.03% from last year.

During the reporting period, the Company’s net profit
amounted to Rmb82,047,814, representing an increase of
19.01% as compared with last year, which was mainly
attributable to an increase in principal operating income and
a reduction in financial costs.
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= ET) 1.1 Operating profit
HREHANEENBBEREL Comparative figures in constituents of operating profit
FHHEBRAOT : between the reporting period and the previous year
are as follows:
B AR¥TT
Unit: Rmb
15H 2003 E 2002F & R AR B
Percentage
Increase / increase
Iltem 2003 2002 (decrease) (decrease)
iR Flat paper 217,133,408 215,568,428 1,564,981 0.73%
BEH Rolling paper 48,819,543 32,801,071 16,018,472 48.84%
U] R E J 44 % Intrusion printers 35,606,369 24,410,879 11,195,489 45.86%
B Pressing machines (830,224) (830,224)
By Form-printing machines 21,082,959 15,234,981 5,847,978 38.39%
EmElst Spare parts 4,383,133 6,953,174  (2,570,041) -36.96%
EIFES: S Printing services 9,536,106 5,058,948 4,477,158 88.50%
Hit Others 1,030,445 2,786,281 (1,755,836) -63.02%
NEE Subtotal 336,761,739 302,813,762 33,947,977 11.21%
Hih&E A Other expenses (222,686,083) (222,354,970) (331,113) 0.15%
—EF b Operating profit 114,075,656 80,458,791 33,616,865 41.78%

REHABETAHR ~ WARED R
M R EDRIZEBEER
MR EF 5 RI1ER48.84% »
45.86% > 38.39% -
88.50% ' EmEH - Hfth3
HEERNHREE D B EE
36.96% * 63.02% @ & F|H
BLEEHEL1.78% °

HBEMRAMEARLER
0.15% °

WEE M

RERMBEBEAR EFRD
627.478 7t » FFE41.86% °
TERRAQAREEBRITE
;o MEZHRELD - BRFAR
AREESRA FAZES
BRI mE  MHBEFER > £
RKABHERSE  FR2WA
;11
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1.2

For the reporting period, operating profit from rolling
paper, intrusion printers, form-printing machines and
printing services recorded an increase of 48.84%,
45.86%, 38.39% and 88.50% respectively over last
year, while operating profits from spare parts and
other businesses decreased by 36.96% and 63.02%
respectively from last year. Operating profit recorded
a growth of 41.78% over last year.

Other expenses for the reporting period increased
by 0.15% over last year.

Finance costs

Finance costs for the reporting period decreased by
Rmb6,274,700 or 41.86% from last year. The
decrease mainly because the Company repaid a
portion of bank loans and a decrease in interest. In
order to reduce financing costs, the Company made
use of a number of financing facilities, such as agreed
deposits and 7-day call deposit in order to increase
interest income.

BEIREN PRINTING MACHINERY HOLDINGS LIMITED |

45



OO W By By

MANAGEMENT DISCUSSION AND ANALYSIS

1.3 #HEWRE
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164.05B T °

1.4  BEIME

WEHEEIMNBAL1,2118
T FEREEEEFE TR
#%1,106.59E 7T ;

WEHMEEINETHEB1,504.41
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Y H776.538 T ' sHEEEE
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1.3 Income from investment

Income from investment for the reporting period
amounted to Rmb-8,860,900, which was mainly
attributable to an influence of Rmb4,035,700 on
current income as a result of Haimen’s provision for
impairment during the year; a provision of
Rmb5,000,000 for impairment of investment in
Southeast Asia; and a provision of Rmb2,122,100 for
impairment of equity investment in Beiren Taihe and
Beiren Accessories. After eliminating the effects of
such factors, the income from investment was
Rmb2,296,900.

1.4  Non-operating income and expenses

Non-operating income and expenses for the reporting
period amounted to Rmb12,110,000, mainly including
a net income of Rmb11,065,900 from disposal of fixed
assets;

Non-operating expenses for the reporting period
amounted to Rmb15,044,100, mainly include net
expenses of Rmb7,765,300 for disposal of fixed
assets and provision for diminution in value of fixed
assets amounting to Rmb6,5000,000.

(Z) BE AERERER (ZPES (2) Assets, liabilities and interests (prepared under
FFER RS PRC accounting standards)
By AR¥T
Unit: Rmb
HE 20035 K 20025 E 2R 328 Lk 1%
Percentage
Increase / increase /
Item 2003 2002 (decrease) (decrease)
HEE Total assets 1,893,148,600 1,882,271,514 10,877,086 0.58%
REEE Long term liabilities 31,400,000 76,233,600 (44,833,600) -58.81%
IR R = Shareholders’ interests 1,202,616,644 1,021,311,255 181,305,389 17.75%

AFREHRPEBEHD58.81% 0 &
HEENRtEE BETHMET
RHER  —ERIPHRPMERE
in e

RBEHRREREM7.75% @ £

EERFERFRILE2200BAMK - 12
BRARERQABIEM AR ©

46 | b A BRI OBE AR B A OBR 4

Long term liabilities in the reporting period decreased by
58.81%, including repayment of a portion of long term bank
loans and an increase in long term loans falling due within
one year.

Shareholders’ interests for the reporting period increased
by 17.75%, which was mainly attributable to an increase in
share capital and capital reserve of Rmb141,000,000
resulting from the issue of 22,000,000 new A shares.
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(3)

Financial position and analysis (prepared
under PRC accounting standards)

Under its prudent financial policies, the Company established
a strict risk control system for investment, financing and cash
management to maintain a moderate capital structure.
Leveraging on financial policies, the Company made timely
adjustment to its financial strategy for financing, investment
and capital structure in line with the external environment
and its internal resources, so as to achieve a sustainable
development of the Company and maximise its shareholders’
value.

REEREFEE Liquidity and capital structure
2003 12A31H 2002%F12H31H
31 December 2003 31 December 2002
T Bt =& Liquidity ratio 1.62 1.30
REE &R Quick ratio 0.77 0.59
EEAER Assets-liabilities ratio 34.10% 43.17%

ARATBABBEETEBEERD
BREUEFEGHALEERA  EEER
BEEMABENLH A52.23% © RIR
EHEEBETHOMITHE/RK

Due to the nature of the machinery manufacturing industry,
which requires a relatively longer production period,
inventories account for a large percentage in the Company’s
assets. Inventories as a percentage of current assets
amounted to 52.23%. During the reporting period, the
Company had repaid a portion of bank loans.

MHERR Financial resources
2003%F12A31H 2002%F12H31H
AR%¥ (r) AR¥ (5T)
31 December 2003 31 December 2002
Rmb Rmb

RITER Bank loans:

Hep . —EBHER Including: -Short term loans 124,000,000.00 257,000,000.00
—RHEfER -Long term loans 45,550,000.00 50,750,000.00

ARRSBEERESRECER
BES - ATABKIRIER S B EER
SEEFEEEE SREA -
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The Company’s cash consists of the proceeds from share
issue and other revolving fund. In strict compliance with its
undertakings in the prospectus, the Company carried out
specialised management for utilisation of fund on a specified
purpose basis.
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AND ANALYSIS

Bank loans

In accordance with its industry nature and capital plan, the
Company made reasonable arrangements for credit facilities,
terms and interest rates in line with domestic policies for
bank loans. With control on exposure to liquidity risks in cash,
the Company adopted proper financial leverages to improve
the shareholders’ earnings.

As at the end of the reporting period, the Company bank
loans amounted to Rmb169,550,000. At the end of the
reporting period, the Company was granted a comprehensive
credit of Rmb100,000,000 by China Merchant Bank, Beijing
Jianguo Road Branch. As at the end of the year, the credit
facility available for utilisation amounted to Rmb100,000,000.

Risk control on foreign exchange

The Company held a relatively small amounts of deposits in
foreign currencies. Daily expenses in foreign exchange
mainly comprise dividends payable to holders of H shares
and fees payable to The Stock Exchange of Hong Kong
Limited and for publication of information disclosure. There
were minor fluctuations in foreign exchange rate during the
year, and therefore fluctuations in foreign exchange rates
will not have material impact on the results of the Company
in the future.

(M) BELXERFEMNEM RPEISE (4) Principal source and utilisation of fund

B R 8Y) (prepared under PRC accounting standards)
2003 20025

HH &8 (871 &8 (8T

ltem Amount(Rmb0°000) Amount(Rmb0°000)

REEHREFRE Net cash flows from operating activities 5,328.62 17,429.02

REEDREENE Net cash flows from investment activities (4,209.79) (12,638.63)

BEEDREENE Net cash flows from financial activities (5,536.99) (7,887.85)

HZE2003F12A31BEREREEE
BYFEA4,420.388B T °

B BB W

EARRETHEENRERATE
RRNREEEBBA -

RENCETHELENFERESRAS
5,328.62Bn  BRLERHEH
17,429.02E M4 12,100.40& 7t -
FTEFRRALFERARFERES
AREHERCEHSFRERO.13
5o

e A B R OBE AR OB B AR & F

Cash and cash equivalents as at 31 December 2003
decreased by Rmb44,203,800.

Cash flows from operating activities

The Company’s cash inflows are mainly derived from
principal operating income.

The Company’s net cash inflow from operating activities for
the reporting period amounted to Rmb53,286,200,
decreased by Rmb121,004,000 from Rmb174,290,200 of the
same period last year, mainly due to the compensation for
removal which was received in advanced in the previous year.
Net cash inflow from operating activities per share amounted
to Rmb0.13.

o8
A8
[1]
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Cash flows from investment activities

Net cash inflow from investment activities in the reporting
period amounted to Rmb-42,097,900. Cash inflow from
investment activities during the reporting period amounted
to Rmb125,535,900, which was mainly derived from the
recognition of removal compensation during the year. Cash
outflow to investment activities for the reporting period
amounted to Rmb167,633,800, which was mainly used for
construction of new plants.

Cash flows from fund-raising activities

Net cash inflow from fund-raising activities for the reporting
period amounted to Rmb-55,369,900. Cash inflow from
funding-raising activities amounted to Rmb279,500,000, of
which the issue of new A shares contributed proceeds of
Rmb154,000,000, while cash outflow amounted to
Rmb334,869,900, mainly including payment of dividends and
repayment of bank loans.

Capital structure (prepared under PRC
accounting standards)

The Company’s capital structure equity consists of
shareholders’ interests and liabilities. Shareholders’ interests
amounted to Rmb1,202,616,600; liabilities amounted to
Rmb645,635,400; and total assets amounted to
Rmb1,893,148,600. As at the end of the period, the assets-
liabilities ratio was 34.10% (31 December 2002: 43.17%).

At present, the liabilities of the Company is generally
maintained at a reasonable level, the Company is able to
effectively hedge its exposure to risks.

Earnings before interest and tax and interest coverage:

20025
2002

2003
2003

NBRAE - 78 - B
MR BANER (B )
EBAER (Br)

FIEREREH

2003 ANNUAL REPORT

Earnings before interest,
depreciation, amortisation and tax

Earnings before interest (Rmb0’000)
and tax (Rmb0°000)

Interest coverage

161,511,833.28
88,618,113.21

183,706,422.45
125,129,552.63

10.25 11.48
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Capital structure by liquidity (Unit: Rmb0’000)

2002%F12H31H
31 December 2003

2003%F12H31H
31 December 2003

&8 (54" ok Lt 61

Amount Percentage Amount Percentage

RBEE Current liabilities 61,399.24 32.43% 73,602.04 39.10%
REIEE (BIEL Long term liabilities

BREHE) 3,164.30 1.67% 7,647.65 4.06%

R ER Shareholders’ interests 120,261.66 63.53% 102,131.13 54.26%

LPEBRRER Minority interests 4,489.66 2.37% 4,846.33 2.58%

&5t Total 189,314.86 100% 188,227.15 100%

RBRE RESEGERLIFFET
16.58% ~ 58.62%, E E—RAHRET
BAMITHR ©

A 4

BIL2003F FRE QAT FERER
& o

A2 R AR RS i B | AR
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Current liabilities and long term liabilities decreased by
16.58% and 58.81% respectively from last year, which was
mainly attributable to repayment of certain bank loans.

VIIl. Contingent liability

As at the end of 2003, the Company held no contingent
liability during the reporting period.

ANALYSIS OF THE REASONS FOR
MATERIAL CHANGES INCURRED IN THE
OPERATING RESULTS AND
CONTRIBUTIONS TO PROFIT COMPARED
WITH THAT OF LAST YEAR (PREPARED IN
ACCORDANCE WITH PRC ACCOUNTING
STANDARDS)

The Company’s operating profit increased by 41.78% during
the reporting period when compared with the previous year.
Of which the profit from principal business increased by
8.49% as compared with the previous year, higher than the
growth rate of 7.17% of the costs of principal business,
resulting in the profit from principal business increased by
11.53% over last year. Profit from other operations increased
and period expenses stayed at similar level compared with
that of last year. The Company’s losses from investment
increased by 188.70% during the reporting period as
compared with the previous period mainly due to the increase
in charging of the provision for diminution in value of long
term investment of the Company.

Net non-operating income and expenses decreased by
137.12% during the reporting period as compared with the
previous period mainly due to the increase in loss on the
disposal of fixed asset.
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ANALYSIS OF THE REASONS FOR
MATERIAL CHANGES INCURRED ON THE
OVERALL FINANCIAL POSITIONS
COMPARED WITH THAT OF LAST YEAR
(PREPARED IN ACCORDANCE WITH PRC
ACCOUNTING STANDARDS)

ke

Cash and bank balances decreased by 23.65% as
compared with previous year mainly because the
Company increased the turnover of capital funds
during the year, repaid a portion of bank loans and
made investment in construction of new factory.

Bills receivable decreased by 61.23% as compared
with last year mainly because the Company had to
meet its requirement for funds so that bills receivable
were discounted and endorsed. As a result, bills
receivable decreased.

Accounts receivable increased by 33.84% over
previous year mainly because the Cmpany expanded
the market share in mult-colour machinery and large-
size printing newspaper machinery (tower
machinery), strengthened the market
competitiveness against similar imported goods,
changed its credit policies. As a result, the rate of
increase in accounts receivable was relatively higher.

Other receivables increased by 98.7% over last year
mainly due to the increase in compensation
receivable by the Company for removal of old factory.

Inventories decreased by 0.24% as compared with
previous year and stayed at similar level at the
beginning of the year.

The cost and net book value of fixed assets increased
by 15.41% and 33.36% over last year respectively
because because the construction of the Company's
new factory at Yi Zhuang was completed and put in
operation so that there was relatively greate increase
in cost and net book value of fixed assets.

Long term deferred expenses decreased by 75.41%
as compared with previous year mainly because the
Company received compensation for land development
costs as a result of the removal of the old factory.

BEIREN PRINTING MACHINERY HOLDINGS LIMITED
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10.

11.

12.

13.

14.
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16.

Short term loans decreased by 51.75% as compared
with last year mainly because the Company repaid a
portion of bank loans.

Bills payable decreased by 81.44% as compared with
previous year mainly because the Company repaid
the bills discounted by the buyers when they were
due for payment.

Accounts payable increased by 21.76% over last year
mainly due to the increase in accounts payable for
purchases of goods and balance of accounts payable
under external review and settlement method.

Receipts in advance decreased by 56.12% as
compared with previous year mainly because the
Company had cleared the amount received in
advance relating to the compensation for removal
during the year.

Wages payable increased by 51.12% over last year
mainly due to the increase in the wages payable
included in the costs and expenses of Haimen Beiren.

Taxes payable increased by 34.6% over previous year
mainly due to the increase in taxable income as a
result of the increase in operating income for the year.

Other payable increased by 19.41% over last year
mainly due to the increase in compensation payable
for redundancy and relocation of staff as a result of
the Company’s removal.

Long-term loans decreased by 82.74% as compared
with last year as the Company repaid a portion of
bank loans.

Actual capital received and capital reserve increased
by 5.5% and 29.81% respectively over last year
mainly because of the Company’s issue of A shares,
which led to increase in actual capital received and
capital reserve.
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11.

REASONS FOR CHANGES |IN
ACCOUNTING POLICIES, ACCOUNTING
ESTIMATES OR REASONS FOR
RECTIFICATION TO MATERIAL
ACCOUNTING ERRORS AND EFFECTS
THEREOF

In 2003, the Company has changed the following accounting
policies:

According to the relevant requirements of the document Cai
Hui [2003] No. 10 issued by the Ministry of Finance, in the
event the equity method is adopted for long term equity
investment occurred after 17 March 2003, the amount of initial
investment less than the percentage of equity interest in the
investee is recorded as a credit balance in the account of capital
reserve - provision for equity investment instead of the previous
treatment of being recorded as a credit balance in the account
of long term equity investment - difference in long term equity
investment and amortized on a straight-line basis for the period
of not less than 10 years. The change in accounting policy has
been applied prospectively.

According to the Notice for "Accounting Standard for
Business Enterprises - Events Occurring After the Balance
Sheet Date" (Cai Hui [2003] No. 12) issued by the Ministry
of Finance, proposed cash dividend distributable to
shareholders which the Board of Directors proposed during
the period between the balance sheet date and the date of
approval for the issue of the financial statements is disclosed
as a separate item of the shareholders' equity in the balance
sheet instead of the previous treatment of being recorded
as an adjustment item and recognised as dividend payable.
The change in accounting policy has been adjusted
retropectively.
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The above changes in accounting policy led to an increase
in net assets of the year 2002 amounting to Rmb
42,200,000.00. The major effect is set out as follows:

HEAfRA®

RBAED

&R

AR%T

Cash dividend resolved
for distribution after the
balance sheet date

(Rmb)

2002F1 A1 A REHNFALEE Balance at 1 January 2002

before the retrospective adjustment —
EEASBHAFBIENASKA Cash dividend resolved for distribution

after the balance sheet date 48,000,000.00
2002F1 A1 R BMAREKRE Balance at 1 January 2002

after the retrospective adjustment 48,000,000.00
2002F 1231 B RE WA EAIERE Balance at 31 December 2002

before the retrospective adjustment i
EEABRAZARBRABENESRA Cash dividend resolved for distribution

after the balance sheet date 42,200,000.00
2002F 12831 EHAREHBE Balance at 31 December 2002

after the retrospective adjustment 42,200,000.00

L e st R B E ¥ 20024F #2003
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The above changes in accounting policies did not have any
material effect on the total profit for 2002 and 2003.The
Company’s total profits in 2002 and 2003 were not affected
by the said changes in accounting policies.



