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Report of the International Auditors to the Shareholders of

China International Marine Containers (Group) Ltd.
(Established in the People's Republic of China with limited liability)

We have audited the consolidated balance sheet of China International Marine Containers
(Group) Ltd. (the “Company”) and its subgdiaries (the “Group”) as of 31 December 2004
and the related consolidated statements of income, recognised income and expense and cash
flows for the year then ended, set out on pages 2 to 55. These consolidated financial
satements are the respongbility of the directors. Our responsibility is to express an opinion
on these consolidated financid statements based on our audit. The report is made soldly to
you, as a body, in accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with International Standards on Auditing.  Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financid datements are free of materiad mistatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financid
datements. An audit dso includes assessing the accounting principles used and sgnificant
edimaes made by the directors, as wel as evauating the ovedl financd Saement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financid statements give a true and fair view of the financia
position of the Group as of 31 December 2004, and of the results of its operations and its cash
flowsfor the year then ended in accordance with International Financia Reporting Standards.

Ceatified Public Accountants
Hong Kong, China



China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated income statement

for the year ended 31 December 2004

Note

Revenue 3
Cost of sdes

Gross profit

Other operating income 5
Digtribution expenses

Adminigrative expenses

Other operating expenses 6

Net operating profit before net financing
Ccosts

(o]

Financid income
Financia expenses
Net financing costs

o 0o

Share of the profit of associates
Profit befor e tax
Income tax expense 9
Profit for the year
Attributable to:
Equity holders of the parent

Minority interests

Profit for the year

Basic earnings per share (RMB Y uan) 11

The notes on pages 9 to 55 form part of these consolidated financia statements.
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2004 2003
RMB’000 RMB’ 000
26,557,657 13,705,212
(22,161,384)  (11,921,559)
4,396,273 1,783,653
272,529 141,126
(427,604) (342,007)
(1,072,874) (496,964)
(309,861) (180,432)
2,858,463 905,376
33,851 36,745
(70,639) (62,038)
(36,788) (25,293)
25,534 8,747
2,847,209 888,830
(277,105) (111,361)
2,570,104 777,469
2,464,992 694,051
105,112 83,418
2,570,104 777,469
2.44 0.77



China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated statement of recognised income and expense
for the year ended 31 December 2004

Note 2004 2003
RMB’000 RMB’ 000
Reva uation reserve reglised on dissolution of
subsdiaries 26 (4,571) -
Exchange reserve redlised on dissolution of
ubsdiaries 26 4,717 -
Net income recognised directly in equity 146 -
Profit for the year 2,570,104 777,469
Total recognised income and expense for
the year 2,570,250 777,469
Attribute to:
Equity holders of the parent 2,465,138 694,051
Minority interests 105,112 83,418
2,570,250 777,469

The notes on pages 9 to 55 form part of these consolidated financial statements.
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated balance sheet
for the year ended 31 December 2004

Note 2004 2003
RMB’ 000 RMB’ 000

Assets
Property, plant and equipment 12 3,103,926 2,248,866
L ease prepayments - non-current portion 13 486,007 251,434
Congtruction in progress 14 446,778 172,435
Timber concession rights 15 81,237 175,129
Intangible assets 16 90,867 9,243
Interests in associates 17 94,248 57,555
Investmentsin equity securities 18 271,907 274,260
Long-term receivables 19 92,503 45,005
Prepayment for investments 20 4,471 193,008
Deferred tax assets 9(d) 52,373 20,205
Total non-current assets 4,724,317 3,447,140
L ease prepayments - current portion 13 13,460 9,572
Investments in equity securities 18 140,081 168,775
Properties under devel opment 21 92,934 62,162
Completed properties for sale 55,693 61,074
Inventories 22 4,438,417 1,350,628
Trade and other receivables 23 6,038,248 4,452,401
Cash and cash equivaents 24 1,483,165 706,604
Total current assets 12,261,998 6,811,216
Total assets 16,986,315 10,258,356

The notes on pages 9 to 55 form part of these consolidated financia statements.



China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated balance sheet
as at 31 December 2004 (continued)

Note 2004 2003
RMB’000 RMB'’ 000
Equity
Share capital 25 1,008,483 630,302
Reserves 26 6,512,793 4,665,351
Total equity attributable to equity holders
of the parent 7,521,276 5,295,653
Minority interests 854,499 659,804
Total equity 8,375,775 5,955,457
Liabilities
[ nterest- bearing bank loans 27 822,728 422,084
Total non-current liability 822,728 422,084
I nterest-bearing bank loans 27 1,692,529 512,326
Non interest-bearing bank loan 28 - 29,670
Trade and other payables 29 5,343,023 2,906,130
Provisons 30 552,150 383,846
Taxation 9 200,110 48,843
Total current liabilities 7,787,812 3,880,815
Total liabilities 8,610,540 4,302,899
Total equity and liabilities 16,986,315 10,258,356

Approved and authorised for issue by the board of directors on

)
)
) Directors
)
)

The notes on pages 9 to 55 form part of these consolidated financid statements.



China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated statement of cash flows
for the year ended 31 December 2004

Operating activities

Profit for the year

Adjusmentsfor:
Depreciation
Impairment losses of property, plant and equipment
Net amortisation of goodwill / negative goodwill
Gain on recognition of negeative goodwill
Amortisation of other intangible assets
Amortisation of negative goodwill in an associate
Loss on sde of property, plant and equipment
Interest income
Interest expenses
Gain on disposa of listed equity securities
Impairment losses of unlisted equity securities
Amortisation of timber concession rights
Impairment losses of prepayment for investments
Impairment losses of timber concession rights
Dividend income
Income from associates
Income tax expenses

Operating profit before changesin working capital and
provisons

Increase in lease prepayments

(Increase) / decrease in long-term receivables

Increase in trade and other receivables

Increase in inventories

Increase in trade and other payables

Increase in provisons

(Increase) / decrease in properties under development

Decrease in completed propertiesfor sde

Cash generated from the operations
PRC income tax paid

Cash flows from operating activities

The notes on pages 9 to 55 form part of these consolidated financia statements.

2004 2003
RMB’ 000 RMB’ 000
2,570,104 777,469
226,714 168,136
76,505 39,248
9,155 18,956
(4,776) -
1,733 4,455
(255) (255)
9,274 21,282
(14,457) (19,007)
56,820 45,406
(18,527) (7,990)
3,694 21,805
3,205 7,967
6,044 -
90,687 45,871
(13,377) (8,705)
(25,534) (8,747)
277,105 111,361
3,254,114 1,217,252
(161,075) (61,255)
(47,498) 41,616
(659,931) (951,811)
(2,682,299) (184,745)
1,650,927 533,745
168,304 10,412
(30,772) 88,270
5,381 10,953
1,497,151 704,437
(181,955) (89,315)
1,315,196 615,122



China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Consolidated statement of cash flows
for the year ended 31 December 2004 (continued)

Note 2004 2003
RMB’000 RMB'’ 000

Investing activities
Interest received 17,307 15,590
Payment for property, plant and equipment (175,073) (70,674)
Payment for congtruction in progress (903,252) (767,783)
Payment for acquigtion of equity

securities (291,694) (300,948)
Payment for acquisition of associates (13,816) (13,500)
Prepayment for investments (7,640) (186,259)
Payment for acquigition of minority

shareholdings (1,998) (102,425)
L oan to an associate - (13,500)
Repayment of loan to an associate - 108,697
Payment for acquigtion of subsdiaries, net

of cash acquired 4 (109,745) (76,857)
Payment for dissolution of subsidiaries,

net of cash disposed of (13,973) -
Dividend received 13,486 16,878
Proceeds from sales of property, plant and

equipment 2,599 14,972
Proceeds from dissolution of an associate - 477,592
Proceeds from disposd of partid interest in

subsdiary 1,739 5,982
Proceeds from saes of equity securities 353,606 156,899
Repayment of advance to minority interests 17,486 14,460
Advance to minority shareholders (2,405) (8,000)
Cash flows from investing activities (1,113,373) (728,876)

The notes on pages 9 to 55 form part of these consolidated financia statements.



Consolidated statement of cash flows
for the year ended 31 December 2004 (continued)

Financing activities

Interest paid

Proceeds from bank loans

Repayment of bank loans

Repayment of advances from Receivables
Framework Agreement

Proceeds from Receivables Framework
Agreament

Net proceeds from issuance of shares

Capitd injection from minority
shareholders

Dividends pad

Dividends paid to minority shareholders

Cash flows from financing activities

Net increase in cash and cash
equivaents

Cash and cash equivadents at 1 January

Cash and cash equivalents at
31 December

Note

33
33

23

23

10

24

China International Marine Containers (Group) Ltd.

Consolidated financial statements
for the year ended 31 December 2004

2004 2003
RMB’ 000 RMB’000
(54,640) (55,338)
12,232,448 12,210,004
(10,892,959)  (13,437,263)
(414,000) -

- 55,943

- 1,751,105

24,856 22,432
(239,515) -
(81,452) (108,462)
574,738 438,421
776,561 324,667
706,604 381,937
1,483,165 706,604




China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

The notes on pages 9 to 55 form part of these consolidated financia statements.
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Notes on the consolidated financial statements

Background

China International Marine Containers (Group) Ltd. (the “Company”) isajoint stock company
edablished in the Peopl€s Republic of China (the “PRC”) with limited ligbility. The
consolidated financial statements of the Company for the year ended 31 December 2004
comprise the Company and its subsdiaries (together referred to as the “Group”) and the
Group’s interests in asociates. The financia statements were authorised for issue by the
directors on 2 March 2005.

The Group is principaly engaged in the design, manufacturing, marketing and maintenance of
containers, trailers, airport support equipment and other mechanica and dectrical equipment,
property development, and timber logging businesses.

Significant accounting policies

Statement of compliance

The consolidated financid statements have been prepared in accordance with Internationa
Financid Reporting Standards (“IFRS’) and interpretations adopted by the International
Accounting Standards Board (“1ASB”).

The Company aso prepares a st of financid statements which complies with the PRC
Accounting Rules and Regulations. A reconciliation of the Group's consolidated results and
net assets prepared under IFRS and the PRC Accounting Rules and Regulations is presented
on Appendix |.

Basis of preparation

The consolidated financia statements are presented in Renminbi Y uan, rounded to the nearest
thousand. They are prepared on the higtorical cost basis except for the carrying amount of
certain property, plant and equipment (refer to note 2(f)) and the listed investments in equity
securities which are stated at fair value (refer to note 2())).

Except IFRS 3 (refer to note 2(i)) which the Group implemented, the accounting policies have
been consistently applied to the results, other gains and losses, assets, ligbilities and cash flows
of entitiesincluded in the consolidated financiad statements and are consstent with those used in
the previous year.

No adjustment to the comparative figures for 2003 or change in presentation of 2004 financia
statements is required by IFRS 3. The adoption of IFRS 3 reaults in an increase in both
profit for the year ended 31 December 2004 and shareholders equity at 31 December 2004
of the same amount of RMB6,320,000.

10
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Basis of preparation (continued)

The preparation of financid statements in conformity with |FRSs requires management to make
judgement, estimate and assumptions that affect the gpplication of policies and the reported
amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgments about carrying values of assets and ligbilities that are not readily gpparent from other
sources. Actud results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing bass. Revisons to
accounting estimates are recognised in the period in which the esimate is revised if the revison
affects only that period, or in the period of the revison and future periods if the revison affects
both current and future periods.

Basis of consolidation

Subsdiaries

Subsdiaries are those entities controlled by the Company. Control exists when the Company
has the power, directly or indirectly, to govern the financid and operating policies of an
enterprise S0 as to obtain benefits from its activities. In assessng control, potentid voting
rights that presently are exercisable are taken into account. The financial Statements of

subgdiaries are included in the consolidated financid satements from the date that control
commences until the date that control ceases.

Asociates

Asociaes are those entities in which the Group has sgnificant influence, but not control, over
the financia and operating policies. The consolidated financia statements include the Group's
share of the total recognised gains and |osses of associates on an equity accounted basis, from
the date that dgnificant influence commences until the date that Sgnificant influence ceases.
When the Group's share of losses exceeds its interest in an associate, the Group's carrying
amount is reduced to nil and recognition of further losses is discontinued except to the extent
that the Group has incurred legd or congtructive obligations or made payments on behalf of an
associate.

Transactions diminated on consolidation

Intra-group baances and any unredised gains and losses arising from intra-group transactions
are diminaed in preparing the consolidated financid statements.  Unredised gains arising
from transactions with associates are diminated to the extent of the Group's interest in the
entity. Unrealised losses are diminated in the same way as unredised gains, but only to the
extent that there is no evidence of impairment.

11



(d)
@

(i)

C)

China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Foreign currency

Foreign currency transactions

Transactions in currencies other than Renminbi Yuan are trandated to Renminbi Yuan a the
foreign exchange rae ruling a the date of the transactions. Monetary assets and liabilities
denominated in currencies other than Renminbi Y uan at the balance sheet date are trandated to
Renminbi Y uan at the foreign exchange rates ruling & that date. Foreign exchange differences
arigng on trandation are recognised in the consolidated income statement other than those
eligible for capitdisation as condruction in progress (refer to note 2(t)(ii)).

Non-monetary assats and liabilities that are measured in terms of hitorical cost in currencies
other than Renminbi Y uan are trandated to Renminbi Y uan using the foreign exchange rate a
the date of the transaction. Non-monetary assets and liabilities denominated in currencies
other than Renminbi Yuan that are dated a far vaue are trandated to Renminbi Yuan a
foreign exchange rates ruling at the dates the fair value was determined.

Financid statements of foreign operaions

The assets and liahilities of foreign operations, including goodwill arising on consolidetion, are
trandated to Renminbi Yuan at foreign exchange rates ruling a the baance sheet date. The
income and expenses of foreign operaions are trandated to Renminbi Yuan a rates
gpproximating to the foreign exchange rates ruling a the dates of the transactions. Foreign
exchange differences arising on retrandation are recognised as a separate component of equity.

L ease prepayments
Lease prepayments represent land use rights paid to the PRC land bureau. Land use rights

are dated at cost less accumulated amortisation and impairment losses (refer to note 2(u)).
Amortisation is calculated on astraight-line basis over the respective periods of the rights.

12
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment are stated at cost or vauation (refer to note 12) less
accumulated depreciation and impairment losses (refer to note 2(u)). The cost of sdf-
congtructed assets includes the cost of materias, direct labour, the initid estimate, where
relevant, of the cogts of dismantling and removing the items and restoring the site on which they
are located, and an appropriate proportion of production overheads. Revaudtions are
performed with sufficient regularity to ensure that the carrying amount of these assets does not
differ materidly from that which would be determined using fair vaues a the baance sheat
date.

Where parts of an item of property, pant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

The Group recognises in the carrying amount of an item of property, plant and equipment the
cost of replacing part of such an item when that cost is incurred if it is probable that the future
economic benefits embodied with the item will flow to the Group and the cost of the item can
be measured rdiably. All other costs are recognised in the consolidated income statement as
an expense asincurred.

Depreciation is charged to the consolidated income statement on a straight-line basis, after
taking into account the estimated resdud vaue, over the estimated useful lives of items of
property, plant and equipment, and mgor components that are accounted for separately.
The esimated useful lives are asfollows

Buildings 20 - 30 years
Machinery and eguipment 10 - 12 years
Motor vehicles 3- 8years
Office furniture and other assets 5years

Assets are depreciated from the dite of acquigtion or, in respect of interndly constructed
assts, from the time an assat is substantialy completed and reedy for its intended use.

Subsequent expenditure is capitdised only when it increases the future economic benefits
embodied in the item of property, plant and equipment. All other expenditure is recognised in
the consolidated income statement as an expense as incurred.

Gains or losses arigng from the retirement or disposal of property, plant and equipment are
determined as the difference between the net disposa proceeds and the carrying amount of the
asset and are recognised as income or expense in the consolidated income statement on the
date of retirement or disposal. The related portions of revaluation surpluses previoudy taken
to reserve is transferred from the reserve to retained profits.

13
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Construction in progress

Condtruction in progress represents buildings, various plant and equipment under congtruction
and pending ingtalation, and is stated at cost less impairment losses (refer to note 2(u)). Cost
comprises cost of materials, direct labour, borrowing costs capitdised (refer to note 2(t)), and
an appropriate proportion of production overheads incurred during the periods of construction
and ingdlation. Capitalisation of those costs ceases and the congtruction in progress is
transferred to property, plant and equipment when the asset is subgtantidly reedy for its
intended use. No depreciation is provided in respect of construction in progress.

Timber concession rights

Timber concesson rights represent costs incurred to acquire the rights to extract timber from
forest concesson areas for an gpproved duration less accumulated amortisation and
imparment losses (refer to note 2(u)). Cost includes cost of purchase and expenses
exclusvely related to the acquisition of timber concession rights.  Timber concession rights
are amortised over the remaining licence period until the expiry of the timber licences.

I ntangible assets

Goodwill

Goodwill arisng on an acquisition represents the excess of the cogt of the acquistion over the
fair vaue of the net identifiable assets acquired. Pursuant to IFRS 3 “Business Combination”,
in respect of busness combination for which the agreement date is before 31 March 2004,
goodwill is stated at cost less accumulated amortisation, which is based on a sraight-line basis
over five years, and imparment losses. In respect of associates, the carrying amount of
goodwill & included in the carrying amount of the interests in associates.  In respect of
business combination for which the agreement date is on or after 31 March 2004, goodwill is
dated at cost less any accumulated impairment losses.

Goodwill is dlocated to cashrgenerating units.  As from 1 January 2005, goodwill is no
longer amortised but is tested annudly for impairment (refer to note 2(u)).

Negative goodwill

Negative goodwill arisng on an acquistion represents the excess of the net fair vaue of the
identifiable assets, lighilities and contingent liabilities acquired over the cost of acquisition.

14
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

I ntangible assets (continued)

Negative goodwill (continued)

To the extent that negetive goodwill in respect of business combination for which the agreement
date is before 31 Mach 2004 relates to an expectation of further losses and expenses that are
identified in the plan of acquisition and can be measured rdiably, but which have not yet been
recognised, it is recognised in the consolidated income statement when the future losses and
expenses are recognised.  Any remaining negative goodwill, but not exceeding the fair vaues
of the non-monetary assets acquired, is recognised in the consolidated income gatement on a
draight-line bass over five years. Negative goodwill in excess of the fair vaues of the non
monetary assets acquired is recognised immediatdy in the consolidated income statement.
Pursuant to IFRS 3, negative goodwill a 1 January 2005 will be de-recognised with a
corresponding adjustment to the retained earnings at that date.

Pursuant to IFRS 3, in respect of business combination, for which the agreement date is on or
after 31 March 2004, negative goodwill is recognised directly in the consolidated income
statement.

In respect of associates, the carrying amount of negative goodwill is included in the carrying
amount of the interets in associates. The carrying amount of other negative goodwill is
deducted from the carrying amount of intangible assets.

Technologica know-how

Other intangible assets represent expenses incurred for the acquisition of technologica know-
how by the Group, are stated at cost less accumulated amortisation and impairment losses
(refer to note 2(u)), and are amortised on a straight-line badis over their anticipated useful lives,
which are between ten to fifteen years from the date of acquisition.

I nvestmentsin equity securities

Listed investments held for trading are classified as current assets and are stated at fair vaue,
with any resultant gain or loss recognised in the consolidated income statement.  Other listed
investments held by the Group are classfied as being avallable-for-sde and are stated at fair
vaue, with any resultant gain or loss being recognised directly in the consolidated income
statement.

The fair vadue of liged invesments held for trading and listed investments available-for sdlesis
their quoted bid price at the balance.

15
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

I nvestmentsin equity securities (continued)

Avalable-for-sde investments are recognised / derecognised by the Group on the date it
commits to purchase / sl the invetments.

Unlisted investments are stated in the consolidated bal ance sheet a cost less impairment losses
(refer to note 2(u)).

Properties under development

Properties under development are stated at cost less provision for anticipated losses, where
appropriate. Cost includes cost of land use rights acquired, development cost and borrowing
costs capitalised (refer to note 2(t)(ii)).

Completed propertiesfor sale

Completed properties for sale are stated at the lower of cost and the estimated net realisable
vaue. Cost includes cost of land use rights acquired, development cost and borrowing costs
capitdised (refer to note 2(t)(ii)). Net realisable vaue represents the estimated selling price
less the estimated costs necessary to make the sdle.

I nventories

Inventories, other than spare parts and consumables, are stated at the lower of cost and net
redisable vdue.

Cogt includes the cost of purchase computed using the weighted average method and, in the
case of work in progress and finished goods, direct labour and an appropriate proportion of
production overheads. Net redisable vaue is determined by reference to the sales proceeds
of items sold in the ordinary course of business subsequent to the balance sheet date or to
management estimates based on prevailing market conditions, less the estimated cods of
completion and the estimated costs necessary to complete the sale.

Spare parts and consumables are stated at cost |ess any provision for obsolescence.
Trade and other receivables

Trade and other receivables are stated at their cost less allowance for doubtful debts. An
alowance for doubtful accounts is provided based upon the evauation of the recoverability of
these accounts by the directors at the balance sheet date.

16
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Cash and cash equivalents

Cash and cash equivaents comprise cash balances and time deposits with an initid term of less
than three months. Cash equivaents are stated a cost, which approximates fair vaue.

Trade and other payables
Trade and other payables are stated at their cogt.
Provisions and contingent liabilities

A provison is recognised in the consolidated balance sheet when the Group has a legd or
condructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. I the effect is materid, provisons
are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks
specific to the ligaility.

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliadly, the obligation is disclosed as a contingent ligbility, unless the
probability of outflow of economic benefits is remote.  Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or more future events, are
aso disclosed as contingent liahilities unless the probaility of outflow of economic benefitsis
remote.

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax
is recognised in the consolidated income statement except to the extent thet it relates to items
recognised directly to equity, in which caseit isrecognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using the tax rates
enacted or substantialy enacted at the balance sheet date, and any adjustment to tax payable
in respect of previous years.

17
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Significant accounting policies (continued)

Taxation (continued)

Deferred tax is provided usng the baance sheet liability method, providing for temporary
differences between the carying amounts of assets and ligbilities for financid reporting
purposes and the amounts used for taxation purposes. The following temporary differences
are not provided for: goodwill not deductible for tax purposes, the initid recognition of assets
or ligdilities tha affect neither accounting nor taxadle profit, and differences relating to
investments in subsdiaries to the extent that they will probably not reverse in the foreseegble
future. The amount of deferred tax provided is based on the expected manner of redisation
or settlement of the carrying amount of assats and liabilities, using tax rates enacted or
substantialy enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be avalable againgt which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be redised.

The tax vaue of losses expected to be available for utilisation againg future taxable income is
st off agang the deferred tax ligbility within the same legal tax unit and jurisdiction to the
extent gppropriate, and is not available for set-off againg the taxable profit of another legd tax
unit.

Revenue recognition

Goods sold

Revenue from the sdes of contaners, tralers, timber, arport ground facilities, internd
combustion power-generating equipment and properties is recognised in the consolidated
income statement when the significant risks and rewards of ownership have been transferred to
the buyer. No revenue is recognised if there are Sgnificant uncertainties regarding recovery of
the consideration due, associated cogts or the possible return of goods, or when the amount of
revenue and the cogts incurred or to be incurred in respect of the transaction cannot be
measured reliably.

Interest income

Interest income from deposits is accrued on a time-gpportioned bass on the principa
outstanding and at the rate applicable.

Dividend income
Dividend income is recognised when the shareholder’ s right to receive payment is established.

Significant accounting policies (continued)
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China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Expenses

Operating lease payments

Leases of assats under which the lessor has not transferred al the risks and benefits of
ownership are classified as operating leases.

Payments made under operating leases are recognised in the consolidated income statement on
adraght-line bass over the terms of the respective leases.

Net financing costs

Net financing costs comprise interest payable on borrowings, interest receivable on funds
invested, dividend income, breign exchange gains and losses and other cods incurred in
connection with borrowings.

All interest and other costs incurred in connection with borrowings are expensed as incurred as
part of net financing costs, except to the extent that they are capitaised as being directly
atributable to the acquigtion, congtruction or production of an asset which necessarily takes a
substantia period of time to get reedy for itsintended use.

I mpairment

The carrying amounts of the Group's assets, other than listed investments in equity securities
(refer to note 2(j)), properties under development (refer to note 2(k)), completed properties
for sde (refer to note 2(1)), inventories (refer to note 2(m)), trade and other receivables (refer
to note 2(n)) and deferred tax assets (refer to note 2(r)), are reviewed at each balance sheet
date to determine whether there is any indication of imparment. If any such indication exids,
the asset’ s recoverable amount is estimated. An impairment |oss is recognised whenever the
carying amount of an asset or its cash-generding unit exceeds its recoverable amount.
Impairment losses are recognised in the consolidated income statement.

Impairment losses recognised in respect of cash generating units are dlocated firg to reduce
the carrying amount of any goodwill alocated to cash generating units (group of units) and
then, to reduce the carrying amount of the other assets in the unit (group of units) on a pro rata
basis.

Cdculation of recoverable amount

The recoverable amount of an asset is the greater of its net sdlling price and vaue in use. In
assessing vaue in use, expected future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. For an asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the cashgenerating unit to which the asset
belongs.
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Significant accounting policies (continued)

I mpairment (continued)

Reversds of imparment

An imparment loss in respect of goodwill is not reversed unless the loss was caused by a
specific externa event of an exceptiona nature that is not expected to recur, and theincrease in
recoverable amount relates clearly to the reversd of the effect of that specific event. In
respect of other assets, an impairment loss is reversed if there has been a favourable change in
the estimates used to determine the recoverable amount. An imparment lossiis reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss had been

recognised. Reversds of imparment losses are credited to the consolidated income
gatement in the year in which the reversds are recognised.

Segment reporting
A segment is a digtinguishable component of the Group that is engaged ether in providing
products or services (“business segment”’), or in providing products or services within a

particular economic environment (“geographicd ssgment”), which is subject to risks and
rewards that are different from those of other segments.

Employee benefits

Obligations for contributions to the defined contribution plans are recognised as an expense in
the consolidated income statement as incurred.

Dividends
Dividends are recognised as aliahility in the period in which they are declared or gpproved.
Related parties

For the purposes of these consolidated financid statements, parties are consdered to be
related to the Group if the Group has the ability, directly or indirectly through one or more
intermediaries, to control the party or exercise sgnificant influence over the party in making
finandd and operating decisions, or vice versa, or where the Group and the party are subject
to common control or common sgnificant influence. Related parties may be individuds or
other entities.

Segment reporting
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Segment information is presented in respect of the Group's business and geographica
segments.  The primary format, business segments, is based on the Group’s management and
interna reporting structure.

I nter-segment pricing is determined on an am’ s length basis.

Segment results, assets and liabilities include items directly atributable to a segment as well as
those that can be dlocated on a reasonable basis. Undlocated items comprise mainly
corporate expenses and related payables.

Segment capita expenditure is the total cost incurred during the year to acquire segment assets
that are expected to be used for more than one year.

Business segments

The Group comprises the following main business ssgments:
() Containers

The manufacture and sale of marine containers, dry-freight containers, refrigerated
containers and specified types of containers.

(i) Tralers
The manufacture and sde of trallers.
(i)  Mechanicd and eectricd equipment
The manufacture and sdle of arport ground facilities and internd combustion power-
generating equipment.
(iv)  Property development
The congtruction and development of properties for sde.
(v)  Timber logging
The logging and sde of timber.

Geographical segments

The containers, trallers, mechanica and eectricd equipment, property development, and
timber logging segments are mainly managed in the PRC. The United States of America (the
“USA”), Europe and Asia are mgor markets for sales of containers and trailers. The PRC is
a mgor market for property devdopment which is included in Asa ssgment. The
manufacturing plants and sales offices are operated principdly in the PRC.

In presenting information on the bas's of geographicd segments, segment revenue is based on
the geographica location of customers. Segment assets are based on the geographical
location of the assets.
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Business segments
Mechanical and Timber
Containers Trailers electrical equipment Property development logging Consolidated
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’000 RMB’000 RMB’ 000
Revenue 24,043,267 13,117,175 2,322,996 58,665 164,570 136,434 4,292 329,151 22,532 63,787 26,557,657 13,705,212
Segment result 3,381,771 1,076,599 66,501 (28,785) 34,596 19,728 (4,390) 37,023 (122,924) (31,662) 3,355,554 1,072,903
Unallocated net expenses (497,091) (167,527)
Profit from operations 2,858,463 905,376
Net financing costs (36,788) (25,293)
Income from associates 23,356 8,374 2,315 - - 373 (137) - - - 25,534 8,747
Income tax expense (277,105) (111,361)
Minority interests (105,112) (83,418)
Net profit for the year 2,464,992 694,051
Segment assets 13,626,227 9,070,327 2,371,478 320,819 163,592 160,044 182,634 196,799 548,136 452,812 16,892,067 10,200,801
Interests in associates 50,361 30,555 8,747 - - - 35,140 27,000 - - 94,248 57,555
Total assets 16,986,315 10,258,356
Segment liabilities (7,063,246  (3,959,746) (1,172,010 (42,660) (66,198)  (110,362) (12,206) (38,553) (96,770)  (102,735) (8,410,430)  (4,254,056)

) )

Unallocated liabilities (200,110) (48,843)
Total liabilities (8,610,540) (4,302,899)
Capital expenditure 891,779 892,833 600,348 88,462 1,359 2,477 48 540 46,515 21,380 1,540,049 1,005,692
Impairment losses 76,073 58,774 4,057 - 6,112 2,279 - - 90,688 45,871 176,930 106,924
Depreciation and amortisation 208,810 180,320 25,724 2,471 3,843 7,891 507 827 12,273 16,081 251,157 207,590
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Geogr aphical segments

Revenue

Segment assets

Capital expenditure

China International Marine Containers (Group) Ltd.

Consolidated financial statements
for the year ended 31 December 2004

USA Europe Asia Other regions Total
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
RMB’000 RMB’ 000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
6,606,070 3,591,483 13,747,940 6,308,050 5,729,132 3,504,819 474,515 300,860 26,557,657 13,705,212
PRC Outside PRC Total

2004 2003 2004 2003 2004 2003

RM B’ 000 RM B’ 000 RM B’ 000 RM B’ 000 RMB’ 000 RMB’ 000

16,448,190 9,927,168 443,877 273,633 16,892,067 10,200,801

1,520,679 964,117 19,370 41,575 1,540,049 1,005,692
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Acquisitions of subsidiaries
Acquidgtions

On 1 January 2004, the Group acquired the entire shares in Zhangzhou CIMC Container Co.,
Ltd. (“ZZCIMC") for RMB49,880,000, satisfied in cash, of which RMB2,294,000 was
prepaid in 2003. The principd activities of ZZCIMC are manufecturing and sales of
containers.  During the year, ZZCIMC contributed net profit of RMB97,340,000 to the
consolidated net profit for the year.

On 1 January 2004, the Group acquired a 48% shareholding interest in Jnan CIMC -
KOGEL Specid Automohbile Co., Ltd. ("KGR") for RMB33,601,000, satisfied in cash, of
which RMB10,080,000 was prepaid in 2003. The principd activities of KGR are
manufacturing and sdes of tralers.  During the year, KGR incurred net loss of
RMB5,759,000 which reduced the consolidated net profit for the year by the same amount.

On 1 January 2004, the Group acquired the entire shares in ' Yangzhou Xincheng Y ongheng
Deveopment Co., Ltd. ("XCYH") for RMB17,736,000, satisfied in cash. The principa
activities of XCYH are manufecturing and sdes of trallers.  During the year, XCYH
contributed net profit of RMB1,037,000 to the consolidated net profit for the year.

On 1 January 2004, the Group acquired a 75.53% shareholding interest in both Y angzhou
CIMC Tong Hua Specid Vehicles Co., Ltd. ("YZTH") and Yangzhou CIMC Xing Hua
Machinery Co., Ltd. ("YZXH") for atotd condderation of RMB71,169,000, saidfied in
cash, of which RMB19,131,000 and RMB50,000,000 were prepaid in 2002 and 2003
regpectively. At 31 December 2004, part of the consideration amounting to RMB2,038,000
remaned unpaid. The principa activities of YZTH and YZXH are manufacturing and sales
of tralers. During the year, YZTH contributed net profit of RMB45,392,000 to the
consolidated net profit for the year and YZXH incurred net loss of RMB69,000 which
reduced the consolidation net profit for the year by the same amount.

On 16 March 2004, the Group acquired a 60% shareholding interest in Clive-Smith Cowley
Limited ("CSC") for RMB46,545,000, stisfied in cash. The principal activities of CSC are
manufacturing and saes of container components.  During the period from 17 March 2004
to 31 December 2004, CSC contributed net profit of RMB14,026,000 to the consolidated
net profit for the year.

On 30 April 2004, the Group acquired a 70% shareholding interest in CIMC Audrdia Pty
Ltd. ("CIMC AUS") for RMB7,998,000, satisfied in cash. The principa activity of CIMC
AUS is trading of trailers and relevant accessories. During the period from 1 May 2004 to
31 December 2004, CIMC AUS contributed net profit of RMB250,000 to the consolidated
net profit for the year.
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Acquisitions of subsidiaries (continued)
Acquigtions (continued)

On 1 October 2004, the Group acquired a 51% shareholding interest in Zhumadian CIMC
Hugun Vehicle Co., Ltd. ("HIJCIMC") for RMB100,000,000, sdtisfied in cash. The
principd activities of HICIMC are manufacturing and sdes of tralers and rdevant
accessories.  During the period from 2 October 2004 to 31 December 2004, HICIMC
contributed net profit of RMB20,609,000 to the consolidated net profit for the year.

On 1 November 2004, the Group acquired a 91% shareholding interest in Zhangjiagang
CIMC Shendayin Machinery Co., Ltd. (“SDY”) for RMBG63,700,000, satisfied in cash
The principa activitiesof SDY are designing, manufacturing and sales of tanks and related
equipment. During the period from 2 November 2004 to 31 December 2004, SDY
contributed net profit of RMB5,442,000 to the consolidated net profit for the year.
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Acquisitions of subsidiaries (continued)

Effect of acquisitions
The acquistions had the following effects on the Group’ s assets and liabilities:

2004 2003
Note RMB’000 RMB’000
Property, plant and equipment 285,761 112,060
L ease prepayment (non-current) 75,572 4,811
L ease prepayment (current) 1,814 535
Condtruction in progress 14 21,431 70
Intangible assets 16 6,851 -
Inventories 345,164 84,367
Trade and other receivables 520,472 352,094
Cash at bank 197,341 42,113
Interest in equity securities 21,946 3,974
Current interest-bearing bank loan 33 (173,688) (113,660)
Trade and other payables (774,942) (248,534)
Taxation 9(c) (27,994) (1,916)
Norcurrent interest-bearing bank loan 33 (38,000) -
Net identifiable assets and ligbilities 461,728 235,914
Minority interests (152,902) (121,042)
Goodwill on acquisition 81,803 4,098
Congderation paid in 2002 and 2003, satisfied in
cash (81,505) -
Remaining condderation unpaid (2,038) -
Condderation paid in 2004, satisfied in cash 307,086 118,970
Cash acquired (197,341) (42,113)
Net cash outflow 109,745 76,857
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Other operating income

Gain on digposal of listed equity securities

Gain on disposd of interests in associates

Tax refunds from capitdisation of subsdiaries earnings
Profit on digposa of scrap materias and spare parts
Sarvice income

Tax refund or government incentive received

I nsurance compensation

Gain on recognition of negetive goodwill

Others

Other operating expenses

Loss on disposa of property, plant and equipment
Impairment losses of property, plant and equipment
Net amortisation of goodwill

Amortisation of timber concession rights
Impairment losses of timber concession rights
(Reversd of) / dlowance for doubtful debts
Amortisation of other intangible assets
Amortisation of negative goodwill in an associate
Conaultancy fees

Pendlties

Impairment losses of unlisted equity securities
Impairment losses of prepayment for investments
Donations

Guarantee losses (note 30)

Others

28

2004
RMB’000

18,527

5,086
176,476
15,044
21,085
2,737
4,776
28,798

272,529

2004
RMB’000

9,274
76,505
9,155
3,205
90,687
(891)
1,733
(255)
7,545
616
3,694
6,044
2,110
80,000
20,439

309,861

2003
RMB’000

7,990
5,278
5,604
89,353
6,157
13,065
4,607

9,072

141,126

2003
RMB’000

21,282
39,248
18,956
7,967
45,871
7,600
4,455
(255)
4,499
378
21,805

356
8,270

180,432
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Staff costs
2004 2003
RMB’000 RMB’000
Wages and sdaries 1,858,124 819,937
Contributions to defined contribution plans 70,590 43,353

1,928,714 863,290

The number of employees employed by the Group as a 31 December 2004 was 28,075
(2003: 22,521).

Net financing costs

2004 2003

RMB'’ 000 RMB’ 000

Interest income 14,457 19,007

Dividend income 13,377 8,705

Foreign exchange gains 6,017 9,033

Totd financid income 33,851 36,745

Interest expense (63,626) (50,672)

Foreign exchange losses (5,526) (7,684)

Other financia expenses (8,293) (8,948)

Tota financia expenses (77,445) (67,304)
Less: Interest capitalised into congtruction in progress

and properties under development * 6,806 5,266

(70,639) (62,038)

Net financing costs (36,788) (25,293)

*  Interest expense has been capitalised at arate of 2.8% (2003: 1.9%) per annum.
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Taxation

Taxation in the consolidated income statement represents:

2004 2003

RMB’000 RMB'’000

Provision for the PRC income tax for the year 322,594 119,145
Overprovison in respect of the prior year (17,366) (9,045)
305,228 110,100

Share of associates income tax 4,045 1,569
Deferred taxation (note 9(d)) (32,168) (308)
277,105 111,361

The charge for PRC income tax of the Company is caculated at the rate of 15% (2003: 15%)
on the estimated assessable income of the year determined in accordance with relevant income
tax rules and regulations.

The income tax rates applicable to the Company’s principa subsdiaries in the PRC range
from 15% to 33%, and some subsdiaries have been granted a tax holiday for not more than
fiveyears.

No provison for Hong Kong Profits Tax for a Hong Kong incorporated subsidiary has been
made in the financid dtatements as the subsdiary sustained accumulated losses for taxation
pUrpOSES.

The income tax rates gpplicable to the Company’ s overseas subsidiaries range from 17.5% to
40%.
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for the year ended 31 December 2004

Reconciliation of income taxes calculated at the applicable tax rate with actual tax

EXPENSES:

Accounting profit before tax

Computed tax using the PRC income tax rate
applicable to foreign investment enterprises
in Specid Economic Zone

Effect of tax rates differentia in respect of
Subsidiaries and associates

Non-taxable income

Nort+deductible expenses

Overprovison in respect of the prior year

Share of associates’ income tax

Effect of tax losses

Income tax expense

Taxation in the consolidated balance sheet represents:

Provison for incometax at 1 January

Chargefor the year

Overprovision in respect of the prior year

Addition through acquisitions of subsdiaries (note 4)
Incometax paid

Provison for income tax at 31 December

31

2004
RMB’000

2,847,209

427,081

(141,146)
(123,197)
129,019
(17,366)
4,045
(1,331)

277,105

2004
RMB’000

48,843
322,504
(17,366)

27,994

(181,955)

200,110

2003
RMB’000

888,830

133,325

(8,666)
(44,517)
39,003
(9,045)
1,569
(308)

111,361

2003
RMB’ 000

26,142
119,145
(9,045)
1,916
(89,315)
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Taxation (continued)

Deferred taxation

The movements during the year are asfollows

2004 2003

RMB’000 RMB’000

Badanceat 1 January 20,205 19,897
Utilised during the year (note 9(a)) (20,205) -
Recognised during the year (note 9(a)) 52,373 308
Balance a 31 December 52,373 20,205

Deferred tax assets have not been recognised in respect of the following items:

2004 2003

RMB’ 000 RMB’ 000

Deductible temporary differences 112,531 43,218
Tax losses 71,965 99,322
184,496 142,540

At 31 December 2004, deferred tax assets of RMB52 million (2003: RMB20 million) are
provided for certain unutilised tax losses and deductible temporary differences of RMB 21
million (2003: RMB20 million) and RMB31 million (2003: Nil) respectively. The deductible
temporary differences included alowances for doubtful debts (RMB14 million), net redisable
vaue adjusgments to inventories (RMB3 million), impairment losses of property, plat and
equipment (RMB9 million), and others (RMB5 million). Deferred tax assets relating to
unutilised tax losses and deductible temporary differences of RMB72 million and RMB112
million respectively have not been recognised as it is not probable that future taxable profit will
be available againgt which the Group can utilise the benefits therefrom.

The tax losses in respect of the Company’s PRC subsidiaries expire in 2008 and 2009. The
tax losses in respect of certain overseas subgdiaries expire in 2024. The deductible
temporary differences do not expire under current tax legidation.
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Dividends

Dividend attributable to the year

2004 2003
RMB’000 RMB’ 000
Fina dividend proposed after the balance sheet date:
Cash dividend of RMBO0.50 per share
(2003: RMBO0.38 per share) 504,241 239,515

Pursuant to a resolution passed at the directors meeting on 2 March 2005, afind dividend of
RMB050 (2003 RMBO0.38) per share totaling RMB 504,241,677 (2003
RMB239,514,796) was proposed for shareholders approva at the Annua Genera Mesting.

The find dividend proposed after the balance sheet date has not been recognised as a liability
at the balance sheet date.

Dividend attributable to the previous financial year, approved and paid during the
year

2004 2003
RMB’000 RMB’ 000
Find dividend in repect of the previous financid
year, approved and paid during the year:
- Cash dividend of RMB0.38 per share 239,515 -

Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to shareholders
of RMB2,464,992,000 (2003: RMB694,051,000) and 1,008,483,353 shares (2003:
900,428,277 shares after adjusting for the share premium capitaisation issue in 2004) in issue
during the year.

There were no diluting potentid ordinary shares in existence during the years ended 31
December 2003 and 2004.
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Property, plant and equipment

Office
Machinery furniture
Land and and Motor and other
buildings  equipment vehicles assets Total
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Cost or valuation:
Balance at 1 January 2004 1,342,164 1,530,577 147,463 206,876 3,227,080
Additions
-through acquisitions of 174,810 167,728 20,034 15,407 377,979
subsidiaries
-others 838,777 57,476 14,823 23,780 184,856
Transfer from construction
in progress (note 14) 373,319 308,898 10,903 16,557 709,677
Disposas (41,899) (103,863) (43502 (11,852 (201,116
Balance at 31 December 2004 1,937,171 1,960,816 149,721 250,768 4,298,476
Representing:
Cost 1,826,226 1,838,346 140,741 243417 4,048,730
Vauation 110,945 122470 8,980 7,351 249,746
1,937,171 1,960,816 149,721 250,768 4,298476
Depreciation and
impairment losses:
Balance at 1 January 2004 203,125 582,240 99,035 93,814 978,214
Through acquisitions of 26,952 52974 6,245 6,047 92,218
subsidiaries
Charge for the year 52,220 125,370 15,730 33,34 226,714
Impairment losses 30,101 45114 19 1271 76,505
Reversa of impairment losses (21,635) (15,946) (707) (3127) (41,415
on digposas
Disposas (3,598) (80,582 (41,736) (11,770) (137,686
Balance at 31 December 2004 287,165 709,170 78,586 119,629 1,194,550
Carrying amount:
At 31 December 2004 1,650,006 1,251,646 71,135 131,139 3,103,926
At 31 December 2003 1,139,039 948,337 48,428 113,062 2,248,866
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Property, plant and equipment (continued)

The Group’ s buildings are mainly located in the PRC.

The Group revaues its property, plant and equipment on aralling basis so that within a seven+
year period al the assets are revalued once. Based on a revauation performed by firms of
independent vauers as of 31 December 2004 under this program, the carrying vaue of the
revalued property, plant and equipment did not differ materialy from their fair value.

The directors have reviewed remaining property, plant and equipment as of 31 December
2004 to ensure that they are not materidly different from their fair value.

At 31 December 2004, land and buildings with a carrying amount of RMB13,451,000 (2003:
Nil) were secured for abank loan (note 27).

L ease prepayments

L ease prepayments represent the land use rights of the Group in respect of land located in the
PRC for a period of 11 to 50 years from the respective dates of grant. The remaining lease
periods of these land use rights range from 5 to 50 years.

Construction in progress

2004 2003

RMB’000 RMB'’ 000

At 1 January 172,435 226,717
Additions

-through acquisitions of subsdiaries (note 4) 21,431 70

-others 955,783 767,783

Transfer to property, plant and equipment (note 12) (709,677) (827,351)

Interest capitalised (note 8) 6,806 5,216

At 31 December 446,778 172,435

Condgtruction in progress at 31 December 2004 is andysed as follows:

2004 2003
RMB’000 RMB’000

Projects
Machinery and equipment 153,890 61,000
Office buildings and factories 292,888 106,696
Network facilities - 4,739
446,778 172,435
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Timber concession rights

2004 2003

RMB’000 RMB’ 000

At 1 January 175,129 228,967
Amortisation for the year (3,205) (7,967)
Impairment losses for the year (90,687) (45,871)
At 31 December 81,237 175,129

These rights represent the cost of acquisition of the timber concession rights in respect of
designated areas of land in the Republic of Suriname (*Suriname’) and Kingdom of Cambodia
(“Cambodia’) with terms expiring between 2016 to 2023.

The Minigry of Agriculture, Forest and Fisheries (“MAFF’) of Cambodia has suspended
logging activities of dl concessionares, including those of the Group since 2001. The
directors are of the opinion that it is unlikely that the above-mentioned suspenson will be
uplifted in the foreseeable future. In view of this, full impairment loss has been made on the
carrying vaue of the related concession rights up to 31 December 2004.

The timber concession right in respect of designated areas d land in Cambodia has been
amortised using sraight line method over 23 years until full impairment loss was made.

No amortisation of timber concession right has been made in respect of designated arees of
land in Suriname as the rlevant commercia logging operations have not yet started.

Intangible assets
Negative Technological

Goodwill goodwill know-how Total
RMB’000 RMB’000 RMB'’000 RMB’000
At 1 January 2004 15,696 (11,205) 4,752 9,243
Addition
-through acquistions of
subsdiaries 93,158 (7,497) 6,851 92,512
Amortisation for the year (14,607) 5,452 (1,733) (10,888)
At 31 December 2004 94,247 (13,250) 9,870 90,867
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Interestsin associates

Unlisted associates

Share of net assets
Loans to an associate

2004 2003

RMB’000 RMB’000

80,748 44,055

13,500 13,500

Loans to an associate are unsecured, interest-free and have no fixed repayment terms.

Details of the mgor associates at 31 December 2004 are as follows:

Place of
establishment
Name of company /operation
KYH Sted Holdings Limited The British
(“KYH") Virgin Idands
/ Hong Kong
Jangmen CIMC Skyspace Redl PRC
Estate Co., Ltd. (“JMSR")
Y angzhou Maxi-Cube Tong PRC
Composites Materia Co., Ltd.
(“YMTC")

38

Percentage

of equity
held by the
Group

31.83%

45%

37.77%

Principal activities

Investment holding

with subsdiaries
principally engaged in
Trading of sted products

Property development
Manufacturing and sales

of composite materids for
vehicle products
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Investmentsin equity securities

2004
RMB’000
I nvestments available-for-sale
Unlisted equity securities, at cost lessimparment loss 271,907
I nvestments held for trading
Listed equity securities, at fair value 140,081
Listed equity securities are listed on the PRC Stock Exchanges.
Long-term receivables
2004
RMB’000
Trade and other receivables 110,083
Amounts due within one year included in
current assets (17,580)
92,503

Long-term receivables indude the fallowing:

2003
RMB’000

274,260

2003
RMB’000

84,639

(39,634)

(@& RMB77.1 million recaivable (2003: Nil) bearing interest a London Inter Bank Offered

Rate plus 3% per annum to be received by instaments up to 2014;

(b) RMB15.4 million interest free car loan (2003: RMB 84 million) to daff, senior

management and directors to be received by instaments up to 2009;

(© Nil receivable (2003: RMB34.5 million) bearing interest a London Inter Bank Offering

Rate plus 4% per annum to be received by instalments up to 2005; and

(d) Nil recaivable (2003: RMB2.1 million) bearing interest at 10% per annum to be received

by instalments up to 2005.
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Prepayment for investments

China International Marine Containers (Group) Ltd.

Consolidated financial statements

for the year ended 31 December 2004

Prepayment for investments represented proceeds prepaid by the Group for certain
investments which have not been completed as at 31 December 2004.

Propertiesunder development

Asat 1 January

Additions

Interest capitaised (note 8)

Transfer to completed properties for sde

As at 31 December

Inventories

Raw materids

Work in progress

Finished goods

Spare parts and consumables

Inventories sated at net redisable vaue

Trade and other receivables

Trade receivables

Deposits, prepayments and other receivables

40

2004 2003
RMB’ 000 RMB’ 000
62,162 150,382
30,772 193,741
- 50
- (282,011)
92,934 62,162
2004 2003
RMB’000 RMB’ 000
2,645,623 973,946
375,463 194,848
1,337,914 138,305
79,417 43,529
4,438,417 1,350,628
362,286 176,268
2004 2003
RMB’000 RMB’ 000
4,924,532 3,218,597
1,113,716 1,233,804
6,038,248 4,452,401




23

24

25

China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Trade and other receivables (continued)

On 28 December 1999, the Group entered into a “Receivables Framework Agreement” (“the
Agreement”) with Oads Funding Limited (“Oasis’). Pursuant to the agreement, the Group
would sdl, assgn and transfer certain accounts receivable to Oasis. Oasis would accept the
assgnment of accounts receivable offered by the Group without recourse and provide funds to
the Group in this regard. The Agreement was expired on 10 May 2004.

In 2004, the Group paid back the excess advances which were previoudy received from Oasis
totalling RMB 414 million to Oasis (2003: the Group received advances of RMB 414 million
from Oads). In view of expiry of the Agreement, the Group has nil outstanding trade
receivables assigned to Oasis at 31 December 2004 (2003: RMB1,325 million).

Cash and cash equivalents
2004 2003
RMB’000 RMB’000
Cashin hard 625 1,121
Bank baances 1,482,540 705,483
1,483,165 706,604
Share capital
2004 2003
RMB’000 RMB’000
Registered, issued and paid up capital
363,781,013 legal person shares
(2003: 227,363,133 shares) of RMB 1 each 363,781 227,363
302,933,219 “A” shares (2003: 189,333,262 shares)
of RMB 1 each 302,933 189,333
341,769,121 “B” shares (2003: 213,605,701 shares)
of RMB 1 each 341,769 213,606
1,008,483 630,302

All legd persons, “A” and “B” shares rank pari passu in dl materia respects.

41



25

China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Shar e capital (continued)

Pursuant to a resolution passed at the directors meeting on 16 March 2004 and approved at
the Annua Generd Meeting on 21 April 2004, the Company increased its share capital from
RMB630 million to RMB1,008 million through capitdisation of share premium amounting to

RMB378 million (note 26).

Pursuant to a resolution passed at the directors meeting on 2 March 2005, increase in the
Company’s share cgpitd from RMB1,008 million to RMB2,016 million through capitdisation
of share premium amounting to RMB1,008 million was proposed for shareholders approvd at
the forthcoming Annud Generd Medting.
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26 Reserves

Attributable to equity holders of the parent

Statutory
Property public
Share  revaluation Exchang Surplus welfare Retained
e
premium reserve reserve reserve fund profits Total
RMB’ 000 RMB’000 RMB’000 RMB’000 RMB’ 000 RMB’ 000 RMB’ 000
Balance at 1 January 2003 613,637 18521 3,003 975,804 187,261 541,969 2,340,195
Shares issued, net of issuance
costs of RMB 49 million 1,631,105 - - - - - 1,631,105
Net profit for the year - - - - - 694,051 694,051
Transfer from retained earnings - - - 933,555 35,688 (969,243) -
Balance at 31 December 2003 2,244,742 18521 3,003 1,909,359 222,949 266,777 4,665,351
Balance at 1 January 2004 2,244,742 18521 3,003 1,909,359 222,949 266,777 4,665,351
Capitdisation of share premium (note 25) (378,181) - - - - - (378,181)
Reversd on dissolution of subsidiaries - (4571) 4,717 - - - 146
Dividends (note 10(b)) - - - - - (239,515) (239,515)
Net profit for the year - - - - - 2,464,992 2,464,992
Transfer from retained earnings - - - 1,745,689 129,135 (1,874,824) -
Balance at 31 December 2004 1,866,561 13,950 7,720 3,655,048 352,084 617,430 6,512,793
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Reserves (continued)

Surplus reserve comprises a datutory surplus reserve of RMB604,148,000 (2003:
RMB332,993,000) and a discretionary surplus reserve of RMB3,050,900,000 (2003:
RMB1,576,366,000).

According to the Company’s articles of association, the Company is required to transfer not
less than 10% of its profit after taxation to the statutory surplus reserve until the surplus reaches
50% of the registered capital. For the purpose of caculating the trandfer to reserve, the profit
after taxation shdl be the amount determined under PRC accounting rules and regulations.
The trandfer to this reserve must be made before distribution of dividend to shareholders.

Statutory surplus reserve can be used to make good previous years losses, if any, and for
capitaisation issue provided that the balance after such issue is not less than 25% of the
registered capital.

The trander to discretionary surplus reserve from the retained earnings is subject to the
goprova of shareholders a generd meetings. Its usage is Smilar to that of satutory surplus
reserve.

According to the Company’ s articles of association, the Company is required to transfer 5% to
10% of its profit after taxation to the statutory public wefare fund. The Statutory public
welfare fund can only be used on cepita expenditure for the collective benefits of the
Company’s employees such as the congtruction of dormitories, canteens and other gtaff
welfare facilities. The fund forms part of the shareholders equity as individua employees can
only use these fadilities, the titles of which will remain with the Company. The trandfer to this
fund must be made before digtribution of dividends to shareholders.

According to the Company’ s articles of association, the amount of retained profits available for
digribution to shareholders of the Company is the lower of the amount determined in
accordance with the PRC accounting rules and regulaions and the amount determined in
accordance with IFRS. As a 31 December 2004, the amount of retained profits available
for digribution, which was the amount determined in accordance with the PRC accounting
rules and regulations, was RMB504,241,000 (2003: RMB289,381,000).
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Interest-bearing bank loans

2004 2003
Note RMB’000 RMB’000

Secured
Due after 2 years but within 5 years (@ 20,000 -
Unsecured
Duewithin 3 months 549,204 283,418
Due after 3 months but within 1 year 1,143,325 228,908
Due after 1 year but within 2 years 13,000 34,000
Due after 2 years but within 5 years 789,728 388,084

2,495,257 934,410
Total 2,515,257 934,410
Amounts due within 1 yesar (1,692,529) (512,326)
Amounts due after 1 year 822,728 422,084

2004 2003

Represented by: RMB’ 000 RMB’ 000
L cansdenominated in
- United States dollars 2,143,614 801,163
- Renminbi Yuan 366,000 133,247
- Euro 5,643 -

2,515,257 934,410

(@ At 31 December 2004, the bank loan of RMB20 million was secured over land and
buildings with a carrying amount of RMB13,451,000 (note 12(c)).

(b) Interest rates are within the range of 1.05% to 6.37% per annum (2003: 1.63% to 5.04%
per annum).

Non interest-bearing bank loan

2004 2003
RMB’000 RMB'’ 000

Secured
Due after 3 months but within 1 year - 29,670
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The bank loan of RMB29,670,000 at 31 December 2003 was secured by the same amount
of value added tax receivable.
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Trade and other payables

2004 2003
RMB’000 RMB’000
Trade payables 2,733,821 1,544,448
Other payables and accruds 792,195 546,532
Staff sdary and bonus payable 832,297 351,954
Deposits received 132,750 68,490
Bills payable 851,960 394,706
5,343,023 2,906,130

Provisions
Warranties Guarantee loss Total
RMB’000 RMB’000 RMB'’000

@ (b) & (note 6)

Balance at 1 January 2004 383,846 - 383,846
Net provisions made during the year 95,484 80,000 175,484
Provisions used during the year (7,180) - (7,180)
Balance at 31 December 2004 472,150 80,000 552,150
(& The provison for warranties mainly relates to containers and trailers sold during the last

(b)

three years. The provison is based on estimates made from historicd warranty data
associated with smilar products.

During 2004, CIMC Vehicle Group Co., Ltd. (“CVG”) provided guarantees totaling
RMB100 million for the two bank loans borrowed by Qingdao CIMC Transportation
Equipment Co., Ltd. (“QDTE”") in which the Group prepaid investment costs amounting to
RMB2 million and RMB4 million in 2003 and 2004 respectively.

Given tha QDTE sugtains adverse financia podtion continudly, the directors are of the
opinion that QDTE is unlikely to improve its financia postion in the foreseesble future and
was resolved to be liquidated in 2005. The directors are dso of the opinion that CVG
has to repay the bank loans of RMBB80 million on behdf of QDTE after assessang the loan
repayment ability of QDTE.

In view of the above, the guarantee loss of RMB80 million and full provison on the prepaid
investment cods in QDTE of RMB6 million have been provided for in the Group's
consolidated financia statements for the year ended 31 December 2004. In addition, the
remaining guaranteed amount of RMB20 million has been disclosed as contingent lighility in
the Group’ s consolidated financial statements for the year ended 31 December 2004 (note
32(b)).
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Capital and lease commitments

Capital commitments:

Asat 31 December 2004, the Group had capital commitments outstanding as follows:

2004 2003

RMB’000 RMB’000

Authorised and contracted for 405,992 684,581
Authorised but not contracted for 76,134 138,605
482,126 823,186

L ease commitments

As a 31 December 2004, the Group had commitments under non-cancellable operating

leases, not provided for asfollows:

2004 2003
RMB’000 RMB’000

Operating lease charges payable:
Within | year 63,262 32,149
After 1 year but within 5 years 27,127 40,796
After 5years 64,145 81,159
154,534 154,104

The Group leases certain aress of land, a number of offices, and a factory under operating
leases. The leases of land, offices and factory run for an initia period between 1 to 50 years,
with an option to renew the lease &fter the expiry date. Lease payments of factory are
revised upon renewd to reflect market rentds. None of the leases includes contingent

rentas.

During the year ended 31 December 2004, RMB68 million was recognised as expensesin the
consolidated income statement in respect of operating leases (2003: RMB52 miillion).
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Contingencies

At 31 December 2004, the Group has hills issued to suppliers totaling RMB659 million with
maturity dates ranging from 13 days to 90 days in respect of purchase orders placed but the

goods yet to be deivered.

This kind of hills payable represents contingent ligbility of the Group. The obligation to settle
the bills will arise only when the goods are ddivered. A hill is recognised as a liahility upon
the delivery of the goods by the suppliers or the maturity of the bill, whichever is earlier.

At 31 December 2004, the Group had provided guarantee to the banks for loans drawn down
by QDTE amounting to RMB100 million, of which RMB80 million had been provided as
guarantee loss in the Group's financid statement for the year ended 31 December 2004. This
resulted in a net contingent exposure on guarantee of RMB20 million issued by the Group (note

30(h)) (2003: RMB21 million).

Notesto the consolidated statement of cash flows

Analysis of changesin financing activities during the year:

2004 2003
RMB’000 RMB’000

Bank loans
Baance a 1 January 964,080 2,077,679
Proceeds from bank loans 12,232,448 12,210,004
Additions through acquisitions of subsidiaries (note 4) 211,688 113,660
Repayment of bank loans (10,892,959) (13,437,263)
Balance as a 31 December 2,515,257 964,080
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The Group has undertaken transactions with the following related parties for the year ended

31 December 2004:

Sde of containers to Forens Container
Services Company Limited (“Florens’)

Sdeof trailersto COSCO North
America, Inc. (*COSCO North
Americd’)

Purchase of raw materiasfrom
Hempel-Ha Hong Coatings Company
Limited (“Hempd”)

Payment of consultancy fee to COSCO
Pecific Management Company
Limited (“COSCO”)

Purchase of sted productsfrom KYH

Purchase of raw materids from YMTC

Relationship
with the
Company

Subsidiary of
Shareholder

Subsdiary of
Shareholder

Subsidiary of
Shareholder

Subsidiary of
Shareholder

Asociate

Asociate

2004 2003
RMB’000 RMB’000
240,281 570,331
28,272 -
525,528 357,313
2,567 3,146
151,470 49,516
4,864 -

The directors are of the opinion that these transactions were concluded based on norma
commercid terms in the ordinary course of business of the Group and were entered into in

accordance with the relevant agreements.
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34 Related partiestransactions (continued)

(i) The baance with associate is disclosed in note 17 on the consolidated financia statements. Details
of the balances with other related parties were as follows:

2004 2003

RMB’000 RMB’000

Amount due from Horens 5,227 220,817
Amount due from COSCO North America 1,569 -
Amount due to Hempe 281,562 171,565
Amount due to COSCO 2,567 3,146
Amount dueto KYH 732 811
Amount dueto YMTC 899 -

(i) During the year, the Group has granted a new loan of RMB105,000 (2003: Nil) to an executive
officer and has not granted any new loans (2003: Nil) to directors. The movements of the housing
loans, car loans and other loans during the year were as follows:

Balance at Addition Repayment Balance at

1 January during the duringthe 31 December

2004 year year 2004

RMB’000 RMB’000 RMB’000 RMB’000

Executive officers 580 105 (440) 245

The outstanding |oans are unsecured, interest-free and are to be settled in 2005.
35 Financial instruments

Financid assets of the Group include cash and cash equivalents, securities, and trade and other
recaivables. Financid liabilities of the Group include loans, and trade and other payables.

@ Interest rate risk

The interest rates and terms of repayment of bank loans of the Group are disclosed in note 27 of the
consolidated financia statements.
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Financial instruments (continued)

Foreign exchangerisk

Foreign exchange risk is defined as transaction risk, i.e. the risk of the Group's commercid cash
flows being adversdy affected by a change in exchange rates for foreign currencies againgt Renminbi
Yuan, and baance shest ris, i.e. the risk of net monetary assets in foreign currencies acquiring a
lower vaue when trandated into Renminbi Yuan as a result of currency movements. The Group
srives to minimise the risk by achieving a balance between monetary assets and monetary liabilities
in the respective currencies.

Credit risk

Credit risk represents the accounting loss that would be recognised at the reporting date if
counterparties failed completely to perform as contracted. Concentrations of credit risk (whether
on or off baance sheet) that arise from financid instruments exist for groups of customers or
counterparties when they have smilar economic characteristics that would cause their ability to meet
contractua obligations to be smilarly affected by changes in economic or other conditions. To
reduce exposure to credit risk, the Group performs ongoing credit evauations of the financia
condition of its counterparties.

Subgantidly dl the Group's cash and cash equivaents are deposited with PRC financid indtitutions
with high credit ratings.

The Group generally does not require collateral from its customers and is exposed to credit-related
losses in the event of non-performance by customers. However, the Group does not have
sgnificant unwarranted concentration of exposure to individud customers. The ten largest trade
debtors accounted for 19% (2003: 24%) of the Group’ s total assets as at 31 December 2004.
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Financial instruments (continued)
Liquidity risk

Liquidity risk is defined as the risk that the Group will be unable to meet its cash flow obligations as
they fdl due. To manage liquidity risk, the Group closgly monitors its liquidity to ensure that the
liquidity structure of the Group’ s assets, liabilities and commitments can meet its funding needs.

Fair value

The far value of unlisted equity securities could not reasonably be estimated without incurring
excessve cods as there is no quoted market price for such securitiesin the PRC.

The fair values of trade and other receivables, and trade and other payables are not materidly
different from thair carrying amounts.

At 31 December 2004, the fair vaue of the long-term receivables as estimated by applying a
discounted cash flow using current market interest rates for smilar financid ingruments was
RMB93,985,000 (2003: RMB44,345,000).

At 31 December 2004, the fair vaue of the interest-bearing bank loans (and non interest-bearing
bank loans a 31 December 2003), including the current portion, as estimated by applying a
discounted cash flow using current market interest rates for amilar financid instruments was
RMB2,513,734,000 (2003: RMB964,098,000).

Fair value estimates are made at a specific point in time and based on relevant market information
and information about the relevant financid indrument. These estimates are subjective in nature and
involve uncertainties and matters of dgnificant judgment and therefore cannot be determined with
precison. Changes in assumptions could Sgnificantly affect the esimates
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Subsidiaries

Details of the Company’s principa subsidiaries at 3L December 2004, dl of which are unlisted, are as

follows

Name of company

CIMC (Shanghal)
Development Limited

Shenzhen Southern
Zhongji Containers
Manufacture Co.,

Ltd.

Shenzhen CIMC Red
Estate Co., Ltd.

China Internationd
Marine Containers

(Hong Kong)
Limited

Nationa King
Development Ltd.

CIMC Holdings (B.V.1.)
Limited

Silveroad Woodproducts
Limited

Tacoba Consultant N.V.

Xinhui CIMC Container
Flooring Co., Ltd.

Issued and
Fully
paid capital

RMB150,000,000

US$33,200,000

RMB50,000,000

HK$2,000,000

HK $4,680,000

US$34,001

US$8,000

SF3,000,000

US$15,500,000

China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Percentage

of equity
held by the
Group

100%

100%

100%

100%

85%

100%

100%

100%

82.94%

Place of
establishment
and operation

PRC

PRC

PRC

Hong Kong

Hong Kong
The British
Virgin Idands

Kingdom of
Cambodia

Republic of
Suriname

PRC

Principal
activities

I nvestment
holding

Manufacture of
containers

Property
development

Trading of
containers

and wagons and
invesment
holding

Investment
holding

Investment
holding

Timber logging
and trading

Timber logging
and trading

Further
processing of
timber
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Subsidiaries (continued)

Name of company

Qingdao CIMC Container
Manufacture Co., Ltd.

Qingdao CIMC Resefer
Container Manufacture
Co., Ltd.

Shangha CIMC

Generating Set Co., Ltd.

Shanghai CIMC Reefer
Containers Co., Ltd.

Tianjin CIMC North
Ocean Container Co.,
Ltd.

Nantong CIMC — Smooth
Sail Container Co., Ltd.

Nantong CIMC Special
Trangportation
Equipment Manufacture
Co., Ltd.

Shenzhen CIMC — Tianda
Airport Support Ltd.

Issued and fully

paid capital
US$26,300,000

US$39,060,000

US$3,918,700

US$31,000,000

US$16,682,000

US$7,700,000

US$10,000,000

US$13,500,000
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Percentage
of equity
held by the
Group
100%

89.30%

73%

2%

71.39%

56.9%

56.9%

100%

Place of
establishment
and operation
PRC

PRC

PRC

PRC

PRC

PRC

PRC

PRC

Principal
activities

Manufacture of
container's

Manufacture of
containers

Manufacture of
internd
combustion
engine
generators and
related services

Manufacture of
containers

Manufacture of
containers

Manufacture of
containers

Manufacture of
containers

Manufacture of
arport ground
fadlities



Subsidiaries (continued)

Issued and fully
Name of company paid capital
CIMC Vehicle Group US$30,000,000
Co,, Ltd.
(formerly Shenzhen
CIMC Heavy Industry
Co., Ltd)
Shanghai CIMC Far East US$9,480,000
Container Co., Ltd.
Shanghai Y ulan Property RMB5,000,000
Development Co., Ltd.
Shangha Fengyang RMB30,000,000
Property Development
Co., Ltd.
Xinhui CIMC Container US$24,000,000
Co., Ltd. (note)
Shenzhen CIMC Wood RMB5,000,000
Co., Ltd.
CIMC USA Inc. US$10
Manson Technology Limited HK$10,000
Xinhui CIMC Specid US$ 9,000,000
Trangportation Equipment
Manufacture Co., Ltd.
Shanghai CIMC Baowdll US$28,500,000

Industries Co., Ltd. (note)
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Percentage

of equity
held by the
Group

100%

52.5%

100%

100%

40%

97.95%

100%

100%

100%

47.37%

Consolidated financial statements
for the year ended 31 December 2004

Place of

establishment Principal
and operation activities
PRC Manufacture of
trailers

PRC Manufacture of
containers

PRC Property
development

PRC Property
development

PRC Manufacture of
containers

PRC Trading of timber

The U.SA. Investment
holding

Hong Kong [nvestment
holding

PRC Manufacture of
containers

PRC Manufacture of
containers
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36 Subsidiaries (continued)

Percentage Place of
of equity  establishment

Issued and fully held by the and Principal
Name of company paid capital Group operation activities

Nantong CIMC Tank US$10,000,000 56.9% PRC Manufacture of
Equipment Co., Ltd. containers

Vanguard Nationd Trailer US$10 100% The U.SA. Manufacture of
Corporation tralers
Zhangzhou CIMC Container US$12,000,000 100% PRC  Manufacture of
Co., Ltd. containers

Dalian CIMC Container Co., US$17,400,000 100% PRC Manufacture of
Ltd. containers
Ningbo CIMC Logigtic US$15,000,000 100% PRC  Manufacture of
Equipment Co., Ltd. containers
Y angzhou CIMC Tong Hua RMB67,390,000 75.53% PRC  Manufacture of
Specid Vehicles Co.,, Ltd. tralers
Yangzhou Xing HuaMachinery ~ RMB9,910,000 75.53% PRC  Manufacture of
Co., Ltd. trallers
Yangzhou Xincheng Yongheng  RMB16,000,000 100% PRC [nvestment
Development Co., Ltd. holding
Jnan CIMC - KOGEL Specid  USD 13,730,100 71.78% PRC  Manufacture of
Automobile Co., Ltd. trallers
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Subsidiaries (continued)

Issued and fully

Name of company paid capital

Shenzhen CIMC Vehicle Sdles RMB3,000,000
Company Ltd.

Taicang CIMC Containers Co.,  US$16,000,000
Ltd.

Shenzhen CIMC Specid RMB60,000,000
Vehicle Co., Ltd.

CIMC Vehide Investment US$1l
Holdings Co., Ltd.

Qingdao CIMC Specid Regfer  US$11,500,000
Co,, Ltd.

Qingdao CIMC Specia RMB35,000,000
Vehicles Co., Ltd.

Zhangjiagang CIMC Shendayin  RMB30,000,000
Machinery Co., Ltd.

Guangdong Xinhui CIMC US$3,000,000
Composite Materiad Co., Ltd.

Zhumadian CIMC Hugjun RMB 105,340,000
Vehicle Co., Ltd.

Shangha Melyang Red Edate RMB9,000,000

Co., Ltd.
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Percentage Place of
of equity  establishment
held by the and Principal
Group operation activities
100% PRC Sdesof trales
100% PRC Manufacture of
contaners
100% PRC Manufacture of
tralers
100% The British Investment
Virgin Idands holding
93.85% PRC Manufacture of
containers
100% PRC Manufacture of
trallers
91% PRC Desgn,
manufacture
and sales of
tanks and
related
equipment
100% PRC Further
processing of
timber
51% PRC Manufacture and
sdesof tralers
100% PRC Property
development



36 Subsidiaries (continued)

Name of company

Ddian CIMC Logigtics
Equipment Co., Ltd.

Innermongolia Holonbuir
CIMC Wood Co., Ltd.

CIMC Austrdia Pty Ltd.

Clive-Smith Cowley Ltd.

Issued and fully
paid capital

US$2,000,000

US$12,000,000

AUDS50,000

GBP100

China International Marine Containers (Group) Ltd.
Consolidated financial statements
for the year ended 31 December 2004

Percentage
of equity
held by the
Group
100%

100%

70%

60%

Place of
establishment
and
operation

PRC

PRC

Audrdia

Principal
activities

Manufacture of
containers

Further
processing of
timber

Trading of
container and
related
products

Engand Manufacture and

saesof
container
components

Note: The financid satements of Xinhui CIMC Container Co., Ltd. and Shangha CIMC Baowell
Industries Co., Ltd. are consolidated in the consolidated financid statements as the Group has the
power to govern these companies financid and operating policies in accordance with the terms of
the relevant profit guarantee agreements. The directors are of the opinion that these profit

guarantee agreements are extendable upon expiry.
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Appendix |

Reconciliation of the Group’ s consolidated results and
net assets prepared under International Financial Reporting
Standards (* IFRS’) and the PRC Accounting Rules and

Regulations

Prepared under the PRC Accounting Rules and
Regulations

Adjustmentsto align with IFRS:

()  Adjustment to minority interests

(i)  Adjustment to deferred tax assets

(i)  Adjustment to goodwill and negetive
goodwill

(iv) Adjustment to interest capitdisation

(v) Others

Prepared under IFRS

Profit
attributable to

shareholders for

the year ended
31 December
2004

RMB’ 000

2,389,024

918
32,168

18,571
6,152
18,159

2,464,992

Net assets at
31 December
2004
RMB’000

7,471,364

9,553
52,370

(47,470)
19,090
16,369

7,521,276



