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THE WORK OF THE BOARD OF
DIRECTORS

Details of meetings and resolutions

The first Board of Directors’ meeting was held on 6 January
2004, at which:

(1)

The investments of Rmb9 million in Haimen Beiren
Printing Machinery Company Limited, Rmb17 million
in Beijing Beiren Jing Yan Printing Machinery Factory
Company and Rm15 million in Shaanxi Beiren
Printing Machinery Company Limited were
considered and approved;

The announcement of change in registered address
was considered and approved;

The authorization to Mr. Zhu Wuan to review and sign
for utilisation of bank loans no more than 15% net
asset during the adjournment of the Board meeting
was considered and approved;

The proposed resolutions regarding the establishment
of Shenzhen Branch of Beiren Printing Machinery
Holdings Limited and appointment of person-in-
charge was considered and approved;

The proposed resolution regarding rearrangement of
dormant assets and enhancement of asset
management was considered and approved;

In view of the operation of Ningxia Beiren Xinhua
Printing Limited, the Board considered and approved
the divestment from Ningxia Beiren Xinhua Printing
Limited;

The adjustment to salary level of employee
performance bonus was considered and approved;

The proposed resolution regarding appointment of
shareholder representatives to Haimen Beiren
Printing Machinery Company Limited was considered
and approved;

The appointment of an authorised person to accept

service of process and notice in Hong Kong was
considered and approved.
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The second Board meeting was held on 30 March 2004, at

which:

(1)

(4)

(10)

61

The 2003 Annual Report of the Company and its
summary were considered and approved;

The 2003 Board of Directors’ Working Report of the
Company was considered and approved;

The audited financial report for 2003 and provision
for diminution in value were considered and approved;

The proposal to reappoint Deloitte Touche Tohmatsu
Certified Public Accountants and Deloitte Touche
Tohmatsu Certified Public Accountants of Hong Kong
as the domestic and overseas auditors of the
Company respectively in 2004 was considered and
approved,;

The 2003 profit distribution plan of the Company was
considered and approved;

The proposed resolution in relation to amendments
to the Company’s Articles of Association was
considered and approved;

The proposal for adding Mr. Wu Wenxiang as an
independent non-executive director was considered
and approved, whose allowance shall be in
accordance with the allowance scheme for
independent non-executive directors of the fourth
Board;

The 2004 Consolidated Plans and Technology
Innovation Plans of the Company were considered
and approved;

The proposed resolution in relation to Management
System for External Guarantee of the Company was
considered and approved;

The proposed resolution in relation to the convening

of the Annual General Meeting for 2003 was
considered and approved.
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The third Board meeting was held on 29 April 2004, at which:

(1) The Company’s first quarterly report for 2004 was
considered and approved;

(2) The general mandate to issue new shares (H Shares)
was considered and approved, subject to approval
by the general meeting as a special resolution.

The fourth Board meeting was held on 29 July 2004, at which
the interim report for 2004 and its summary were considered
and approved.

The fifth Board meeting was convened by way of facsimile,
at which:

(1) In accordance with the notice of “Work Scheme of
Asset and Capital Verification for Enterprises under
the Municipal Asset Commission” (JGZPJZ [2004]
No.13), the Board decided not to carry out the asset
and capital verification;

(2) The agreement between KHOP (German) and the
Company was considered and approved for
improvement in cutter machine;

(3) The proposal for utilisation of proceeds from issuance
of H Shares to finance the investment in the sheet-
fed printing press company was considered and
approved to supplement its working capital and
purchase equipment.

The sixth Board meeting was held on 21 October 2004, at
which:

(1) The proposal regarding cessation of four connected
agreements with substantial shareholders was
considered and approved;

(2) The Statement of the Board on Utilisation of the Last
Raised Proceeds was considered and approved;

(3) The transaction of Rmb2,000.00 of bank acceptance
in Jinyun Branch of Beijing Commercial Bank was
considered and approved.

The seventh Board meeting was held on 26 October 2004,
at which the third quarterly report for 2004 was considered
and approved.

The eighth Board meeting was convened by the way of
facsimile, at which the issuance of 20,000,000 overseas
listed foreign shares (H Shares) was considered and
approved.
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2004 ANNUAL REPORT

IMPLEMENTATION OF THE RESOLUTIONS
OF THE ANNUAL GENERAL MEETING BY
BOARD OF DIRECTORS

The 2003 Annual General Meeting of the Company was held
on 24 May 2004. Pursuant to the resolutions passed at this
annual general meeting, the Board of Directors implemented
the following during the reporting period:

1. The 20083 Profit Distribution Plan of the Company was
considered and approved at the 2003 Annual General
Meeting and was implemented. The announcements
regarding dividend distribution for A Shares and H
Shares were published on Shanghai Securities News,
Hong Kong Economic Times and The Standard on
25 May 2004 and 13 July 2004 respectively. The date
of dividend distribution was 23 July 2004 and the
dividend before taxation was Rmb0.08 per share.

2. The Board of Directors has implemented all other
matters which were passed at the 2003 Annual
General Meeting of the Company in accordance with
the passed resolutions.

PROFIT DISTRIBUTION PLAN OR PLAN
TO CONVERT SURPLUS RESERVES INTO
SHARE CAPITAL

The Company realized a net profit of Rmb95,904,000 in 2004
in accordance with PRC Accounting Standards. According
to the requirement of the Articles of Association,
Rmb12,021,600 was appropriated to statutory surplus
reserve, Rmb9,637,400 was appropriated to statutory public
welfare fund, together with the undistributed profit of
Rmb60,699,800 at the beginning of the year, the actual
distributable profit for shareholders amounted to
Rmb134,944,800. According to the decisions passed at the
Board on 12 April 2005, the Company intended to declare a
cash bonus distribution of Rmb0.80 (inclusive of tax) every
10 shares for the 422,000,000 issued shares (Rmb1 par
value of each share), totalling Rmb33,760,000. The
remaining profit of Rmb101,184,800 is left to be distributed
in later years. The Company realized a net profit of
Rmb101,201,000 prepared under HK GAAP. After
appropriation of an amount of Rmb22,742,000 for statutory
reserve, public welfare fund, reserve fund and enterprise
expansion fund, together with the undistributed profit of
Rmb91,568,000, the actual distributable profit for
shareholders amounted to Rmb170,027,000. As the
domestic distributable profits are higher than the intended
distribution of cash bonus of Rmb33,760,000, the
requirement of the proposal for profit distribution was met.
In 2004, the Company did not transfer amount in capital
reserve to share capital. The distribution proposal will be
proposed to the annual general meeting of 2004 for
consideration and approval.

63 BEIREN PRINTING MACHINERY HOLDINGS LIMITED
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(IV)

V)

(Vi)

FIXED ASSET

Movements in fixed assets for the year are set out in the
accounts prepared under accounting principles generally
accepted in Hong Kong (“HK GAAP”) and the notes to
financial statements prepared under PRC accounting
standards.

CONSTRUCTION IN PROGRESS

Particulars and movements in construction-in-progress for
the year are set out in the accounts prepared under HK
GAAP and the notes to the financial statements prepared
under PRC accounting standards .

INVESTMENTS IN SUBSIDIARIES

Particulars of subsidiaries are set out in the accounts
prepared under HK GAAP.

(VIl) INTERESTS IN ASSOCIATES

Particulars of associates are set out in the accounts prepared
under HK GAAP.

(VII) OTHER ASSETS

(1X)

(X)

Particulars of other assets are set out in the accounts
prepared under HK GAAP.

RESERVES

Movements in reserves for the year are set out in the
accounts prepared under HK GAAP and in the notes to the
financial statements prepared under PRC accounting
standards.

BANK LOANS

Bank loans as at 31 December 2004 are set out in notes to
the financial statements prepared under PRC Accounting
Standards.
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(XI)

(XII)

THE COMPANY’S PENSION PLANS

In accordance with the relevant regulations to the State
Council’s Decisions Regarding Reform of the Employee
Retirement Insurance Scheme, the Company is required to
pay to the Chinese government an amount equivalent to 20%
of total amount of salary as the basic contribution to the
Employee Retirement Insurance Scheme. In 2004, a total
amount of Rmb19,828,700 was contributed to the Employee
Retirement Insurance Scheme. Apart from the above
contribution, the Company has no other commitments or
liabilities related to pensions.

CONNECTED TRANSACTIONS

(1) Please refer to the notes to the accounts prepared
under HK GAAP and the notes to the financial
statements prepared under PRC accounting
standards for the particulars of connected
transactions during the year.

(2) Each independent non-executive director confirmed
that all the connected transactions were entered into
on normal commercial terms in ordinary and usual
course of business of the Group and its member
companies. All the terms were either normal business
terms or were not less favourable than the preferential
treatments offered to the third parties, and were fair
and reasonable as far as the Company’s shareholders
were concerned.

(XIII) CODE OF BEST PRACTICE

The Company complied with the Code of Best Practice as
set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) which was in force prior to 1 January
2005 during the reporting period.

(XIV)STAFF QUARTERS

The Company didn’t sell any public housing flats to staff
during the year of 2004. In accordance with the policy of the
State, the Company contributed to the public housing fund
on the basis of 10% of the average monthly salary of the
existing employees for the previous year, which did not had
any significant impact on the Company’s results. In
accordance with the spirit of the “(2000) Jing Fang Gai Ban,
Zi Document No. 080” Notice in relation to issues of the
Increase in Beijings Public Housing Rents and Allowances
issued by the Housing Reform Office of Beijing Municipal
Government, Beijing Financial Bureau and Commodity Price
Bureau of Beijing, Beijing State Land Resources Bureau,
Housing Administration Bureau, and integrating with the
Company’s actual situation, the Company provided a housing
allowance of Rmb70-80 per month to its staff starting from 1
April 2000 onwards.

BEIREN PRINTING MACHINERY HOLDINGS LIMITED
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(XV) EMPLOYEE’S BASIC MEDICAL

INSURANCE

Since October 2001, the Company has carried out Provisions
regarding Beijing Basic Medical Insurance, and implemented
employee’s basic medical insurance system in accordance
with the provisions. Medical expenses for former and retired
employees are paid out of staff welfare funds and
administrative expenses separately. After carrying out new
provisions, the Company is required to pay basic medical
insurance calculated as 9% of employees’ total wages, in
which 4% is paid out of cost expense and 5% is paid out of
staff welfare fund; Material medical expenses for mutual help,
calculating on the basis of 1% of employees’ total wages,
shall be paid out of the welfare fund; Provision of
supplementary medical insurance shall be prepared on the
basis of 4% of employees’ total wages for the medical
expenses in accordance with supplementary qualifications
on reimbursement of medical insurance set out in Provisions
regarding Beijing Basic Medical Insurance. No change has
been made to the provision standard of employees’ welfare
fund, which still calculated as 14% of total wages of existing
employees. Such provision was still carried out in 2004.

(XVI)ANNUAL GENERAL MEETING

The Board of Directors has fixed the date of Annual General
Meeting on 8 June 2005.

(XVll) THE COMPANY DESIGNATED THE

FOLLOWING NEWSPAPERS FOR
DISCLOSURE OF INFORMATION FOR
2004: SHANGHAI SECURITIES NEWS,
HONG KONG ECONOMIC TIMES AND
THE STANDARD.

TONEN IR R WA ;[T o
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PUBLIC ACCOUNTANTS IN RELATION TO
THE FUNDS APPROPRIATED BY THE
COMPANY’S CONTROLLING
SHAREHOLDER AND OTHER
CONNECTED PARTIES

Special Statement in relation to the Funds Appropriated by
the Controlling Shareholder and Other Connected Parties
of Beiren Printing Machinery Holdings Limited

To the Board of directors of Beiren Printing Machinery
Holdings Limited:

We refer to our engagement to conduct the audit of the
Company’s and consolidated balance sheet of Beiren
Printing Machinery Holdings Limited (the “Company”) as of
31 December 2004 and the profit and profit distribution and
cash flows staatements for the year of 2004 in accordance
with the Independent Auditing Standards for Chinese
Certified Public Accountants, and have signed the De Shi
Jing Shen Zi (05) No.066 unqualified opinion audited report
on 12 April 2004.

In accordance with the requirement of the Notice of Certain
Issues in Capital Transactions between Listed Companies
and Connected Parties and External Guaranties of Listed
Companies issued by China Securities Regulatory
Commission and State-owned Assets Supervision and
Administration Commission of the State Council, the
Company prepared an investigation form regarding the
appropriated funds of the Company as of 31 December 2004
(“Investigation Form”).

To truthfully prepare and disclose the Investigation Form and
to ensure its truthfulness, legality and completeness are the
responsibilities of the Company. We have cross-checked the
information set out in the Investigation Form with the related
accounting information reviewed by us for preparing the
financial statements of the Company for the year of 2004 as
well as the relevant content in the audited financial reports.
No inconsistency was found in all material respects. Save
as the relevant auditing procedures conducted for the
transactions with connected parties during the auditing of
financial statements for 2004 of the Company, we have not
undertaken any additional auditing procedures for the
information set out in the Investigation Form.

67 BEIREN PRINTING MACHINERY HOLDINGS LIMITED
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This letter is solely for the purpose of presentation to China
Securities Regulatory Commission by the Company
regarding the fund appropriated by the controlling
shareholder and other connected parties of the Company
for the year of 2004. It shall not be used for other purposes
without our prior consent in written.

Deloitte Touche Tohmatsu CPA Ltd.
12 April 2005

Funds Appropriated by Connected Parties and Repayment

B AR¥7x

Unit: Rmb
FERE
HeRRR e Ch] &f EitHE EXBE it
AERET ARBET
Relationship Amount Balance at
Name of with the incurred Accounting end of
Application of funds related parties Company for the year item year Remarks
Rmb0°000 Rmb0’000
Fas - £ E - - -
Funds for lending
EREX = - + = > =
Designated loans
ZREEBAETRE o = — - ¥ —
Designated investment by connected parties
RARREERZNEEALER F - n 3 i —
Issue of commercial bank draft
without genuine transaction
RAREER = = = - — -
Repayment of loans on its behalf
EAKELT ERER 839.94 Etb U 32.66 BEM
hEHES
Others Beiren Group  Controlling Other accounts Removal
Corporation  shareholder receivable compensation
occurred
EREARMDEBRER AR % EtbEU K 286.00 BHER
Beijing Beiren Taihe Printing Subsidiary Other accounts Payments on
and Casting Factory receivable its behalf
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After reviewing relevant documents and listening to relevant
presentations from related staff of the Company, the
independent directors of the Company provided the following
independent opinions regarding the implementation of Zhen
Jian Fa [2003] No. 56 circular of CSRC:

(1)

During the reporting period, the Company has not
provided any guarantee to its controlling
shareholders, nor has it provided any external
guarantee in any form to any other connected parties
with shareholdings below 50%, or non-corporate
bodies or individuals.

No fund of the Company has been appropriated by
its controlling shareholder during the reporting period.

During the reporting period, the controlling
shareholders and other connected parties did not
coerce the Company to provide guarantee for any
external parties.

As at 31 December 2004, the Company had no external

guaran

tee or fund appropriated by its controlling shareholder.
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