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1,518,958,333.20 1,750,671,292.62 -13.23
1,587,183,135.59 1,724,411,591.39 -7.96
5,031,821,970.27 5,181,043,076.08 -2.88
2,874,661,255.31 2,919,459,709.28 -1.53
2.4686 2.51 -1.65
2.0553 2.09 -1.66
————————————————————————————————————————————————————————————
1 6
-40,443,173.53 75,240,958.05 -153.75
-40,438,247.10 77,196,150.15 -152.38
-0.03473 0.06461 -153.75
% -1.4069 2.5624 -154.91
% -1.3960 2.5952 -153.79
53,724,440.71 127,054,414.47 -57.72
2
-7,238.39
2,311.96
-4,926.43
3
%
5.53%4 5.4926 0.13665 0.13665
-1.5219 -1.5101 -0.03757 -0.03757
-1.4069 -1.3960 -0.03473 -0.03473
-1.4067 -1.3958 -0.03473 -0.03473
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1 83143 A 20022 B 63121
2 5% 5%
3
(
)
1 611,510,647| 52.51
2 6,050,000 | 0.52
3 5,685,576 | 0.49
4 5,057,833 | 0.43
5 () 4,713,697 | 0.40
6 [DEBORAH WANG LIN 3,523,000 | 0.30
DAIWA SECURITIES SMBC HONG KONG LTD -
7 CLIENTS ACCOUNT 3140500 | 0.27
8 3,049,200 | 0.26
9 3,049,200 | 0.26
10 2,970,000 | 0.255
158 8
4
1 |DEBORAH WANG LIN 3,523,000 B
DAIWA SECURITIES SMBC HONG KONG LTD -
2 LCLIENTS ACCOUNT 3,140,500 B
3 2,970,000 B
4 INAITO SECURITIES CO., LTD. 2,554,304 B
5 ZHANGYAN 2,387,762 B
6 MEESPIERSON ASIA LTDASIA LTD. 2,321,241, B
7 1,528,800 B
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8 1,359,300 B
9 [TOYO SECURITIES ASIA LTD. A/C CLIENT 1,205,270 B
10 1,165,472 B
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19.67 3.81
16.24% -4,044 11,568 153.75%
1 2005
30%
2
2005
5000
3 2005 4 3400
4
2005 2004 34.66%
35.64% 2004 44.5%
1
2005 1-6 2004 1-6
196,726.73 234,859.94 -16.24
15,912.30 35,393.37 -55.04
-4044.32 7,524.10 -153.75
-19,703.84 -9,963.52 -97.76
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1
2
3
7
2
2006 6 30 2004 6 30
503,182.20 521,996.10 -3.60
287,466.13 293,636.00 -2.10
10%
1 10%
(%)
(%)
1,173,223,825.38 | 1,225,010,137.24 -4.41 -10.96 9.03 -19.14
340,166,251.24 218,944,928.37 35.64 44.45 10.74 19.59
285,760,970.33 206,761,549.76 27.65 261 9.02 -4.25
191,373,747.02 175,829,753.27 8.12 -62.99 -62.82 -0.40
23,257,468.08 21,387,567.65 8.04 -33.05 -24.44 -10.48
1,967,267,325.89 | 1,803,288,900.56 8.34 -16.24 -9.10 -7.20

15770.30

-10-




2005

Half Annual Report

2 10%
-54,521,124.62 -34.26%
120,349,676.59 75.63%
78,285,690.46 49.20%
% %
2004.06.30 18,749.61 3,652.10 58.97 10.32 14.73 16.05
2005.06.30 -5452.11 12,034.97 -34.26 75.63 4.1 35.64
1
58.97% -34.26%
2
10.32%
75.63%
10%
%)
613.70 552.33 -13.66
1
2 2005 900
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6 16 10 30
5000
55 2005 4 2005 5
6
6 2005 5
2005 9 2005 7 18
7 4 | PPVC 2005 5
6
2005 4 26
2005
8 10

/ PC 13575.05
4072 6946.56 2084
6628.49 1988 2006 9

3900 2900
1000 84.9%
25.4% 5.3%
49% 2005 3 1450
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2005

2~3

8,515.63

934.70

2,926.72

1,248.36

11,461.54

28.76

104.40

27.68

31,311.14

0.00

0.00

27.68

31,311.14 /

0.00

0.00
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1998.09 2,684.44 2005.12
1995.05 15,228.42 2023.10
1995.11 337.31 2005.11
18,250.17
2006 7 1
246

1998.09 2,684.44 2005.12

1995.05 15,228.42 2023.10

1995.11 337.31 2005.11

2003.11 1,293.20 2015.11

2004.09 1,293.20 2015.11

2005.01 2,793.20 2015.11

2003.12 124.15 2014.12

2004.08 2,952.45 2014.12

2005.01 6,964.52 2014.12

2005.01 10,200.00 2011.01

2005.04 1,000.00 2005.10

20,957.72
44,870.89
2004.12 4200.00 2009.12
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0.00
4,200.00
49,070.89
17.07%
S0% 26,620.73
0% 0.00
50% 0.00
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31.10%
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)
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1
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6.8 3.17

-17-




2005 Haf Annual Report

2
1
49070.89
19250.17 31.10%
2
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49070.89
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1 1473.01
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1
2006 6 30
1 301,291,182.97 498,329,540.03 227,730,344.79 416,649,878.67
2 3,000,000.00 3,000,000.00
3 115,804,719.67 152,770,466.27 112,590,947.72 137,125,291.99
4
5
6 308,621,755.50 166,055,928.75 280,961,410.69 172,613,463.70
7 360,861,554.06 339,983,979.55 344,820,938.82 332,830,102.57
8 51,660,607.00 57,075,626.38 42,804,347.73 49,224,139.66
9
10 377,662,832.71 533,184,364.59 328,436,851.93 410,071,619.47
11 55,681.29 271,387.05 43,504.38
21
24
30 1,518,958,333.20 1,750,671,292.62| 1,337,388,346.06] 1,518,514,496.06
31 761,462,107.23 683,458,671.81| 1,018,875,906.90 998,166,310.95
32 1,000,000.00 1,000,000.00 1,000,000.00 1,000,000.00
33 762,462,107.23 684,458,671.81| 1,019,875,906.90 999,166,310.95
© 33-1 -3,005,188.75 2,841,168.48

- 33-2
38 4,324,987,231.19|  4,376,245,007.67| 4,083,845,947.93] 3,763,181,432.92
39 2,534,973,204.87| 2,463,122,141.40] 2,400,125,558.14| 2,196,024,194.44
40 1,790,014,026.32| 1,913,122,866.27| 1,683,720,389.79] 1,567,157,238.48
41 66,958,101.04, 66,977,306.14 51,318,359.53 46,682,995.38
42 1,723,055,925.28| 1,846,145,560.13| 1,632,402,030.26| 1,520,474,243.10
43 27,912,685.79 37,079,162.31 23,206,516.79 37,079,162.31
44 994,253,351.63 858,821,520.62 862,293,873.18 759,006,401.38
45 1,925,850.39 1,925,850.39
50 2,747,147,813.09]  2,742,046,243.06) 2,519,828,270.62| 2,316,559,806.79
51 2,510,660.47 3,040,479.31 752,459.47 771,734.11
52 743,056.28 826,389.28 743,056.28 826,389.28
53
55 3,253,716.75 3,866,868.59 1,495,515.75 1,598,123.39
56
60 5,031,821,970.27| 5,181,043,076.08| 4,878,588,039.33] 4,835,838,737.19
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2
2006 6 30
61 1,292,325,150.00] 1,094,838,500.00] 1,251,025,150.00 915,538,500.00
62 7,699,260.93 31,330,343.78 3,099,260.93 16,500,000.00
63 114,796,696.24 185,983,076.19 119,798,392.86 175,910,826.14
64 64,443,321.30 97,094,197.90 68,801,234.41 90,453,447.32
65 6,858,234.20 2,751,354.61 6,458,234.20
66 -3,004,509.67 1,620,300.53 -3,704,235.90
67 1,428,296.90 1,437,373.30 1,428,296.90 1,428,296.90
68 58,460.55 -13,877,312.65 -1,177,154.02 -10,032,056.49
69 682,813.94 104,034.49 676,085.49 32,356.19
70 92,291,440.22 62,489,489.73 75,386,108.22 44,912,230.24
71 9,603,970.98 2,320,233.51 7,231,491.98 2,320,074.69
72
73 0.00 258,320,000.00 0.00 258,320,000.00
74
80 1,587,183,135.59| 1,724,411591.39] 1,529,022,865.07| 1,495,383,674.99
81 443,270,000.00 393,270,000.00 383,270,000.00 333,270,000.00
82
83 26,026,345.12 26,026,345.12 26,026,345.12 26,026,345.12
84 57,340,000.00 57,340,000.00 57,120,000.00 57,120,000.00
86
87 526,636,345.12 476,636,345.12 466,416,345.12 416,416,345.12
88
90 2,113,819,480.71) 2,201,047,936.51| 1,995,439,210.19] 1,911,800,020.11
90-1 43,341,234.25 60,535,430.29
91 1,164,483,067.00] 1,164,483,067.00] 1,164,483,067.00] 1,164,483,067.00
92
93 1,164,483,067.00] 1,164,483,067.00] 1,164,483,067.00] 1,164,483,067.00
94 1,564,473,025.55 1,564,473,025.55 1,564,473,025.55 1,564,473,025.55
95 132,427,354.77 132,972,913.19 128,725,952.65 128,725,952.65
96 10,175,274.92 10,448,354.13 8,324,873.86 8,324,873.86
96-1
97 13,277,807.99 57,530,703.51 25,466,783.94 66,356,671.88
97-1
99 2,874,661,255.31| 2,919,459,709.25 2,883,148,829.14| 2,924,038,717.08
100 5,031,821,970.27)  5,181,043,076.05] 4,878,588,039.33] 4,835,838,737.19
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2005 16
1 1,967,267,325.89]  2,348,599,406.45| 1,816,865,647.99] 1,706,070,533.49
2 1,803,288,900.56| 1,983,834,745.87| 1,670,740,212.51] 1,390,074,717.63
3 4,855,425.30 10,830,987.99 4,358,839.49 9,489,187.85
4 159,123,000.03 353,933,672.59 141,766,595.99 306,506,628.01
5 6,702,544.31 -7197,742.52 6,635,028.19 -780,372.87
6 47,077,884.08 47,603,026.17 43,429,030.21 40,224,650.94
7 120,980,419.22 193,303,010.25 114,935,320.73 149,929,897.70
8 41,516,799.61 26,327,872.44 41,747,735.20 21,676,273.57
‘o 9 -43,749,558.57 85,902,021.21 -51,710,461.96 93,895,432.93
10 -2,333,494.71 2,593,192.34 3,601,156.24 -3,658,473.86
11 0.00 587,910.00 0.00 587,910.00
12 4,110.04 1,271,676.59 3,555.20 1,242,084.11
13 11,421.93 4,248,276.89 0.00 4,073,725.36
‘S 14 -46,090,365.17 86,106,523.25 -48,105,750.52 87,993,227.82
15 -6,377,691.09 13,375,492.28 -7,215,862.58 13,198,984.18
s 16 730,499.45 -2,509,927.08
17
L 18 -40,443,173.53 75,240,958.05 -40,889,887.94 74,794,243.64
19 53,720,981.52 14,148,741.02 66,356,671.88 25,495,313.70
20
. 21 13,277,807.99 89,389,699.07 25,466,783.94 100,289,557.34
22
23
24
25 13,277,807.99 89,389,699.07 25,466,783.94 100,289,557.34
26
27
28
29
30 13,277,807.99 89,389,699.07 25,466,783.94 100,289,557.34
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1

2005 6 30
1 2,256,027,078.36 2,118,643,246.98
2 6,456,706.67 6,450,306.65
3 5,750,559.73 7,183,820.17
5 2,268,234,344.76 2,132,277,373.80
6 1,956,554,720.76 1,846,544,201.92
7 93,861,780.56 83,721,538.39
8 38,530,618.89 34,405,577.49
9 125,562,783.84 117,243,271.70
10 2,214,509,904.05 2,081,914,589.50
11 53,724,440.71 50,362,784.30
12 71,238,787.06 71,238,787.06
13 1,422,675.06 1,423,750.50
14 11,000.00 11,000.00
15 0.00
16 72,672,462.12 72,673,537.56
18 141,379,310.66 99,162,498.03
19 128,847,746.14 120,134,858.30
20 0.00 0.00
22 270,227,056.80 219,297,356.33
25 -197,554,594.68 -146,623,818.77
26
27
28 1,208,745,650.00 1,166,145,650.00
29
30 1,208,745,650.00 1,166,145,650.00
31 1,219,586,250.00 1,216,986,250.00
32 42,268,434.22 41,718,730.54
33 0.00
34
35
36 1,261,854,684.22 1,258,704,980.54
40 -53,109,034.22 -92,559,330.54
41 -99,168.87 -99,168.87
42 -197,038,357.06 -188,919,533.88
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2
2006 6 30
‘o 43 -40,443,173.53 -40,889,887.94
‘o 44 730,499.45
45
46
47 130,118,363.44 123,021,985.51
48 529,818.84 19,274.64
49 83,333.00 83,333.00
50 -38,504.38 -43,504.38
51 7,283,896.29 4,911,417.29
52 0.00 0.00
53 9,491.65
54 42,155,405.82 42,114,778.54
55 2,333,494.71 -3,601,156.24
56 0.00
57 101,065,199.39 70,275,237.97
58 -82,765,805.59 -71,453,502.92
59 -107,337,578.38 -74,075,191.17
60
65 53,724,440.71 50,362,784.30
66
67
68
69 301,291,182.97 227,730,344.79
70 498,329,540.03 416,649,878.67
71
72
73 -197,038,357.06 -188,919,533.88
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2005 6 30
1 227,600,723.19 1,413,826.17 15,564,166.46 213,450,382.90
2 70,503,158.73 1,413,826.17 15,324,778.70 56,592,206.20
3 157,097,564.46 239,387.76 156,858,176.70
4 2,000,000.00 0.00 2,000,000.00
5 0.00 0.00 0.00
6 0.00 0.00 0.00
7 33,549,378.83 278,210.27 647,499.43 33,180,089.67
8 709,299.90 0.00 709,299.90
9 32,470,727.54 278,148.04 278,148.04 32,470,727.54
10 13,290,000.00 0.00 13,290,000.00
11 13,290,000.00 0.00 13,290,000.00
12 0.00 0.00 0.00
13 66,977,306.14 4,654,569.25 4,673,774.35 66,958,101.04
14 16,969,065.90 3,304.28 3,304.28 16,969,065.90
15 3,652,855.78 3,652,855.78 3,662,775.34 3,642,936.22
16 77,092,759.75 77,092,759.75
17 0.00 0.00
18 0.00 0.00
19 7,692,115.00 7,692,115.00
20 0.00 0.00
21 428,202,282.91 6,346,605.69 20,885,440.24 413,663,448.36
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2005
[1992]307
1992 7 1992 8 20
B 1992 11 13 A A 600618 B 900908
4747

1995 11 < >
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20 40
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1996 2
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2
13 17
3 5
15 33
2002 . 2002
” 15
2031029 2001 2002 2004 15
10,000.00 9,000.00 90 90
1,000.00 800.00 80 80
(9 74.30 100
() 3,200.00 2,880.00 90 90
900.00 77.78
4,347.76 3,912.98 90 90
4,000.00 2,800.00 70 70
2,940.00 1,700 57.82% 82.99
4,351.00 2,175.50 50 50
1 100
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1
1
10
32,000,000.00
0.61
1
2
85.13
2004 12 29
2004 12 29

38,040.99 109,006.73
301,253,141.98 498,220,533.30
301,291,182.97 498,329,540.03
76,694,731.84 2,263,053.35
8.2765 8.2765
63,685,448.07 18,730,161.05
546,940.00 216,451.00
0.076696 0.079701
41,948.11 17,251.36
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197,038,357.06 39.54
5,000,000.00 2,000,000.00 5,000,000.00 2,000,000.00
2,000,000.00 --- 2,000,000.00
3,000,000.00 ---
85,198,862.67 100,293,484.73
30,605,857.00 52,476,981.54
115,804,719.67 152,770,466.27
239,067,625.59  65.42% 5.00%  7,189,563.74 116,345,562.85 49.19% 5.00% 5,818,498.13
72,200,840.41 19.76%  20.00% 15,636,383.05 66,540,719.01 28.12% 20.00% 15,636,583.05
28,267,805.32  7.73%  50.00% 13,440,649.84 18,065,377.91 7.64% 50.00%  13,440,649.84
25917,078.13  7.09% 100.00% 20,564,997.32 35,607,427.71 15.05% 100.00% 20,325,609.57
365,453,349.45 100.00% --- 56,831,593.95 236,559,087.48 100.00% - 56,592,206.20
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42.15%

5-50

50

39,835,623.30

622,951.16

40

53

50

7.69%

0.12%

154,040,611.33
4,128,372.72 4,054,374.23
2,065,547.98 2,065,547.98
2,102,513.90 2,102,513.90
1,600,000.00 1,600,000.00
2,290,762.16 2,290,762.16
2,538,018.00 2,538,018.00
110,273.00 109,414.95
4,242,437.41 3,979,540.52
904,062.33
6,839,459.73
7,041,908.32
5 368.9
17.49 17,083,311.94  3.44% --- 202,172.22
1,911,923.39 0.38% 9,714.00
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22,813,185.94 4.41% - - 28,877,118.72  5.81% -
454,447,987.85 87.78% --- 156,858,176.70 _449,209,189.96 90.37% --- 156,885,678.24
517,719,748.25 100.00% --—- 156,858,194.19 _497,081,544.01 100.00% --- 157,097,564.46
385,114,210.96
74.39
40

1,400,000.00 100
286,110.00 100
728,640.00 100

39,344,205.00 100
1,330,460.24 100
1,257,371.88 100

13,466,218.25 100

21,934,405.00 100

12,000,581.67 100%

313,111,427.72
39,344,205.00
13,520,523.31
15,600,000.00

5 31,311.14

51,492,565.09 99.67% - 56,551,879.90 99.08%
3,633.56 0.01% 359,338.13 0.63%
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-38-

164,408.35 0.32% 164,408.35 0.29%
51,660,607.00 100.00% 57,075,626.38 100.00%
247,521,634.44 32,192,579.50 283,228,408.50 32,419,408.14
83,566,661.43 --- 146,489,559.76 ---
4,019,091.04 m—- 3,995,852.16 ---
--- - 356,249.90 141,402.39
76,524,768.12 987,510.17 105,114,548.70 987,510.17
-- -- 518,054.08 1,058.13
-789,232.65 - 27,031,070.32 -
410,842,922.38 33,180,089.67 566,733,743.42 33,549,378.83
259,727.05 2,511,486.66 2,720,852.42 50,361.29
5,000.00 -- 5,000.00 --
6,660.00 - 1,340.00 5,320.00
271,387.05 2,511,486.66 2,727,192.42 55,681.29
774,752,107.23 13,290,000.00 696,748,671.81 13,290,000.00
1,000,000.00 = 1,000,000.00 -
775,752,107.23 13,290,000.00 697,748,671.81 13,290,000.00



2005

Half

Annua  Report

819,720
720,000
1,443,226
1,443,484
1,497,600
143,000
1,452,000
290,400
475,200
858,000
300,000
240,000
547,515
166,980
1,760,000
1,680,000
833,354
343,217
418,176
300,000
14,583,335
5,346,619
2,640,000
1,452,000
62,500
80,140
110,000

40,006,466
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<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

11

113

147

<1

<1

824,934.00
2,400,000.00
1,360,896.00
3,956,230.00
3,992,000.00

690,000.00
6,002,000.00

636,800.00
1,789,797.60
2,095,000.00

900,000.00

920,000.00
2,276,100.00

375,800.00
1,250,000.00
5,300,000.00
3,033,600.00

360,000.00
1,130,400.00

560,000.00

824,934.00
2,400,000.00
1,360,896.00
3,956,230.00
3,992,000.00

690,000.00
6,002,000.00

636,800.00
1,789,797.60
2,095,000.00

900,000.00

920,000.00
2,276,100.00

375,800.00
1,250,000.00
5,300,000.00
3,033,600.00

360,000.00
1,130,400.00

560,000.00

10,200,000.00 10,200,000.00
4,705,200.00 4,705,200.00
9,440,000.00 9,440,000.00

2,637,040.00 2,637,040.00

62,500.00 62,500.00
99,373.00 0.00
239,957.55 239,957.55

9,440,000.00

67,237,628.15 67,138,255.15 9,440,000.00




2005 Haf Annual Report
2002-2052 10%  119,515,400.23 --- 119,515,400.23
1997--- 20% 10,000,000.00 10,000,000.00
1993--- - 1,400,000.00 - 1,400,000.00
--- 100,000.00 -—- 100,000.00
- 100,000.00 - 100,000.00
--- 50,000.00 -—- 50,000.00
- 10% 2,000,000.00 2,000,000.00
--- 200,000.00 --- 200,000.00
- 10% 1,500,000.00 1,500,000.00
-—- 15% 62,982,697.00 27,992,310.00 90,975,007.00
- 16.53% 1,703,051.90 -395,900.00 1,307,151.90
--- 15.00% 1,489,878.00 1,489,878.00
- 9.40% 1,880,000.00 1,880,000.00
202,921,027.13 27,596,410.00- 230,517,437.13
2000 90%  28,800,000.00 28,800,000.00 28,800,000.00
70% 2,287,405.20 -2,287,405.20 -2,287,405.20
100% 658,711.21 -658,711.21 -658,711.21
2004- 60% 760,183.39 760,183.39 e e 648,000.00 112,183.39 760,183.39
31,746,116.41 -2,185,933.02 -2,185,933.02 0.00 0.00 0.00 29,448,000.00 112,183.39 29,560,183.39
1993- 49% 7,995,800.43  235,582.76 235,582.76 15,000,000.00 -6,768,616.81 8,231,383.19
2002-2032  47.92% 10,331,999.94 -2,763,135.66 --- -2,763,135.66 12,962,500.00 -5,393,635.72 7,568,864.28
1999-2019 4857%  12,551,612.90 1,010,147.57 --1,010,147.57 10,200,000.00 3,361,760.47 13,561,760.47
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2005 Haf Annual Report
1994-2044 40% 15,216,578.88 -1,764,482.31 --- -1,764,482.31 - - 21,869,015.00 -8,416,918.43 13,452,096.57
1993-2022 50% 11,814,470.87 -729,876.23 - -729,876.24 - 21,648,11250 -10,563,517.87 11,084,594.63
2001-2011 40% 1,005,043.94  -35.506.45 ---  -35,506.45 - 1,000,000.00 -30,462.51 969,537.49
2003- 44%  154,000,000.00 39,160,000.00  39,160,000.00 - - --- 154,000,000.00  39,160,000.00 193,160,000.00
2003-2023 30%  83,712,546.00 - 83,712,546.00 83,712,546.00
2004.2-2024.2 67% 1,006,910.60 - - - - 1,000,000.00 6,910.60 1,006,910.60
2003-2053 30%  66,338,227.2129,482,548.30  29,482,548.30 -—- - 66,338,227.21  29,482,548.30 95,820,775.51
2002- 45% 2,268,589.08 -961,760.13 -842,450.00 48,934.36 ---  -168,244.49 2,179,932.68 -873,103.73 1,306,828.95
1997 2012 30% 9,345,935.58 89,255.76 - 122,622.64 - -33,366.88 15,504,000.00 -6,068,808.66 9,435,191.34
2004.7-2054.7 44% 8,799,039.17  391,989.47 ---391,989.47 - - 8,800,000.00 391,028.64 9,191,028.64
49.50% 5,576,056.41 -5,576,056.41 -4,900,000.00 -676,056.41 - 4,900,000.00 -4,900,000.00 -
15 28% 2,039,920.63 - - --- - = 1,960,000.00 79,920.63 2,039,920.63
392,002,731.64 58,538,706.66 _ 62,900,098.30 -4,159,772.26 ---_-201,611.37 421,074,333.39 _29,467,104.92 450,541,438.31
1,000,000.00 - ---1,000,000.00 1,000,000.00
200,000.00 --- --- 200,000.00
1,400,000.00 --- --- 1,400,000.00
100,000.00 100,000.00
100,000.00 100,000.00
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2005

Half Annual Report

50,000.00 --- 50,000.00

2,000,000.00 --- 2,000,000.00

9,440,000.00 ---  9,440,000.00

13,290,000.00 - --- 13,290,000.00
1,510,901.67 2003 2000-2010 755,450.83 755,450.83
11,553,688.90 2003 2001-2011 5,414,777.84 5,414,777.84 0.00
-4,700,821.98 2003 2003-2013 -3,760,657.58 -3,760,657.58
18,808,923.16 2003 2002-2012 431,597.39 431,597.39 0.00
27,172,691.75 - - 2,841,168.48 5,846,375.23 -3,005,206.75

78,003,435.42 11.18

955,603,937.38 74,518,465.91
2,982,096,132.73  261,644,392.44
86,162,239.71 6,388,486.34
352,382,697.85 1,530,318.83

4,376,245,007.67 344,081,663.52

151,324,770.05 878,797,633.24
233,553,434.43  3,010,187,090.74

7,877,930.53

84,672,795.52

2,583,304.99 351,329,711.69
395,339,440.00 4.324.987.231.19
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33,865008.31
345,748,754.97  14,595,925.45 12,023,200.28 44,768,086.64 327,599,794.06
1,809,235,970.65 82,929,048.73 106,896,897.43 109,573,975.96  1,889,487,940.85
57,787,554.66  3,284,394.79 2,837,942.71 4,991,512.59 58,918,379.57
250,349,861.12 299,429.15 10,796,934.07 2,479,133.95 258,967,090.39
2,463,122,141.40 101,108,798.12 132.554.974.49 161,812,709.14  2,534,973,204.87



2005

Half Annual Report

16,969,065.90

3,304.28

49,317,767.02 4,651,264.97

419,334.39
271,138.83

66,977,306.14 4,654,569.25

3,304.28
4,660,550.51
9,919.56

4,673,774.35

16,969,065.90
49,308,481.48
409,414.83
271,138.83

66,958,101.04

27,193,222.11
828,930,439.91
34,877,324.73
67,479,022.16

26,416,211.70
796,762,259.00
33,520,655.13
64,943,474.57

777,010.41
32,168,180.91
1,356,669.60
2,535,547.59

958,480,008.91

921,642,600.40

36,837,408.51

395

3,060

2,492

12,546

1,856

312,676.01

62,450.15

27,537,559.63
27,912,685.79

3,277,987.99

7,692,115.00

4,317,078.19

44,897,071.72

7,901,921.79

93,730,681.81

173,435.51
62,450.15
36,843,276.65
37,079,162.31

790,000.01-

15,615,014.02

5,818,911.03

36,539,209.70
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4,067,988.00
7,692,115.00
4,317,078.19
3,405,272.22 57,106,813.52
6,992,988.41 6,727,844.41

130,269,891.52

25%

17%

46%

36%

81%



2005 Haf Annual Report
7 PVC 68,622 61996862477  74,004,787.77 693,973,412.54
PVC 1379  16,341,030.80 1,072,780.58  14,223,887.74 3,189,923.64
3822 33319,463.12 2,588,272.65 35,907,735.77 94%
35067,66043  34,401,169.45 924285994 153330590  58,692,664.04
866,513,63562  170,830,14522 3386500831 153330590 1,001,945466.63
2
1,302,756.73 508,725.37 1,811,482.10
7 PvVC 33,670,604.95 33,670,604.95
1,430,893.70 2,099,743.00 - 3,530,636.70
36,404,255.38 2,608,468.37 - 39,012,723.75
3
7,692,115.00 7,692,115.00
4 135,431,831.01 15.63
7 PvC
1
10,570,900.00  2,268,745.20 510,54420  9,833,787.40  1,758,201.00
-~ 63,179,493.86 24,179.64 - 63,155,314.22
14,685,000.00 14,685,000.00  4,905.00- - ---  14,689,905.00
80,133,239.06 - 534,723.84  9.833.787.40 79,603,420.22
2
62,407,759.75
14,685,000.00 14,685,000.00
14,685,000.00 77,092,759.75



2005 Haf Annual Report

826,389.28 --- 83,333.00 --- 743,056.28
511,025,150.00 81,000,000.00
1,300,000.00 1,300,000.00
780,000,000.00 1,012,538,500.00
1,292,325,150.00 1,094,838,500.00
12,100,000.00 8.2765
100,145,650.00
--- 14,830,343.78
7,699,260.93 16,500,000.00
7,699,260.93 31,330,343.78

114,796,696.24 185,983,076.19

5 5
64,443,321.30 97,094,197.90
1
2,534,283.57
KWOK KEE DEVELOPE CO.LTD 2,343,705.72
279,229.20

270,000.00
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2005 Haf Annual Report

92,291,440.22 62,489,489.73

999,289.17

5,722,194.50
4,313,937.00
3,222,674.00
1,530,000.00
1,467,129.17

200,000.00

6,858,234.20 2,751,354.61

1,428,296.90
1,428,296.90

17,320,163.62 -3,807,788.31 13%-17%
184,975.33 2,167.10 3%-7%
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2005 Haf Annual Report

1,194,072.70 116,019.87 7
-18,642,000.03 -11,426,843.18 15 33
1,248.93 90,137.87
- 1,148,994.00
58,460.55 -13,877,312.65
512,115.19 71,941.82 3
~-n 13,864.91
--- 4,895.81
170,698.75 13,331.95 1
682,813.94 104,034.49
2,536,264.46 2,320,074.69
6,107,706.52
960,000.00 158.82
9,603,970.98 2,320,233.51
--- 58,320,000.00
- 200,000,000.00
— 258,320,000.00
150,000,000.00 100,000,000.00

293,270,000.00

-47-

293,270,000.00



2005

Half Annual Report

443,270,000.00 393,270,000.00
7 PvC 57,340,000.00 57,340,000.00
1
1 611,510,647.00 52.51% 611,510,647.00 52.51%
2 118,580,000.00 10.18% 118,580,000.00 10.18%
730,090,647.00 62.70% 730,090,647.00 62.70%
2
1 27,832,420.00 2.39% 27,832,420.00 2.39%
2 406,560,000.00 34.91% 406,560,000.00 34.91%
434,392,420.00 37.30% 434,392,420.00 37.30%
3 1,164,483,067.00 100.00%  1,164,483,067.00  100.00%
1,531,064,775.02 m-n ---  1,531,064,775.02
1,030,233.40 --- --- 1,030,233.40
9,444,222.63 --- --- 9,444,222.63
2,736,973.32 ~-- -~ 2,736,973.32
20,196,821.18 - - 20,196,821.18
1,564,473,025.55 — - 1,564,473,025.55
[ ]
94,607,581.99 -—- 272,779.21 94,334,802.78
10,448,354.13 --- 272,779.21 10,175,574.92
27,916,977.07 - - 27,916,977.07
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2005 Haf Annual Report

132,972,913.19 = 545,558.42 132,427,354.77
53,720,981.52
-40,443,173.53
13,277,807.99
187061562717 1,981506,138.04 1,713516,805.18 1,637,842,68372  157,098821.99  343,663454.32
113,803,753.74 180,523,323.29 109,756,212.92 176,037,641.33  4,047,540.82 4,485,681.96
243,788.00 278,602.00 243,788.00 278,602.00
5,861,625.06 221,029,212.75 3,273,350.54 204,692,200.45 258827452 16,336,922.30
199052479397  2,383:337.276.08 1,826,546,368.64 201857261550 16397842533  364,764,660.58
23,257,468.08 34,737,869.63 21,387,567.65 34,737,869.63

1967,267,325.89 2,348,599,406.45 180515880099 1,983,834,74587 163,97842533-  364,764,660.58

13,748,647.78
1,990,281,005.97  2,383,058,674.08 1,826,546,368.64 2,018,572,615.50 163,734,637.33 364,486,058.58
243,788.00 278,602.00 --- 243,788.00 278,602.00
1,990,524,793.97 _2,383,337,276.08 1,826,546,368.64 2,018,572,615.50 163,978,425.33 364,764,660.58
23,257,468.08 34,737,869.63 23,257,468.08 34,737,869.63
1,967,267,325.89 _2,348,599,406.45 1,803,288,900.56 1,983,834,745.87 163,978,425.33 364,764,660.58
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Half Annual Report

-50-

3%-7% 254,055.94 1,920,021.87
% 3,195,246.20 9,504,089.52
3% 1,384,892.06 4,119,451.17
- 21,231.10 64,854.16
4,855,425.30 15,608,416.72
1,471,147.57 1,471,147.57 269,259.90 270,707.38 -1,447.48
4,181,647.50 4,170,707.45 10,940.05  7,895,641.12  8,318,356.94 -422,715.82
141,128,867.49 134,387,841.68 6,741,025.81  8,787,696.77 10,345,784.90 -1,558,088.13
421,835.08 471,256.63 -49,421.55  8,789,226.54 7,604,717.63  1,184,508.91
147,203,497.64 140,500,953.33  6,702,544.31 25,741,824.33 26,539,566.85  -,797,742.52
7,500,286.83
42,109,565.53 29,321,262.76
1,554,214.17 3,752,299.77
152,677.59 189,757.62
54,124.31 94,132.63
862,894.97 663,284.46
41,516,799.61 26,327,872.44
15,188,927.17



2005 Haf Annual Report

288,645.20 - 536,518.49 -3,158,658.40 - --- -2,333,494.71
288,645.20 - 53651849 -3158658.40 - . - -2.333,494.71
831,697.05 - 491,962.16 1,269,533.13 - 2,593,192.34
831,697.05 - 49196216 12 1 . - - - 2593102
4,926,687.05 189.98%
--- 587,910.00
- 587,910.00
--- 15,816.72
4,110.04 1,255,859.87
4,110.04 1,271,676.59
9,491.65 2,987,159.60
--- 23,982.20
--- 1,237,200.00
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2005 Haf Annual Report

1,930.28 -64.91
11,421.93 4,248,276.89

5,750,559.73

1,570,840.72
920,000.00
828,000.00
2,431,719.01
5,750,559.73

125,562,783.84

7,673,971.62
6,533,281.50
4,158,254.00
17,832,488.13
12,080,293.36
29,089,482.72
26,123,917.67
238,870.30
4,285,095.85
17,547,128.69

125,562,783.84

211,014,977.99 62.90% 5.00% 6,455,129.01 124,852,659.69 51.92% 5.00% 6,242,632.98
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2005

Half Annual Report

1 2 72,040,150.37 21.47% 20.00% 15,460,518.45 65,713,203.73 27.32% 20.00%  15,339,188.31
2 3 28,091,115.32 8.37% 50.00% 13,345,343.34 16,074,764.91 6.68% 50.00%  12,445,343.34
3 24,333,641.26 7.26% 100.00% 19,257,483.45 33,862,913.84 14.08% 100.00%  33,862,913.84
335,479,884.94 100.00% = 54,518,474.25 240,503,542.17 100.00% ---  67,890,078.47
2 154,040,611.33
45.92
3 :
40
412837272  4,054,374.23
2,065547.98  2,065,547.98
210251390  2,102,513.90
1,600,000.00  1,600,000.00
2,290,762.16  2,290,762.16
253801800  2,538,018.00
110,273.00 109,414.95
424243741  3,979,540.52
4
5 53 904,062.33
5-50 50 6,839,459.73
50 6 7,041,908.32
5 5 5
3,689,240.50 2 3
1
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Half Annual Report

26,862,978.32

622,951.16

22,810,185.94

451,079,421.08

5.36%

0.12%

4.55%

89.97%

501,375,536.50

100.00%

- 156,554,597.68

---  156,554,597.68

74.39

14,080,706.49
863,353.39
28,627,518.72
445,813,121.65

489,384,700.25

1,400,000.00
286,110.00
728,640.00
39,344,205.00
1,330,460.24
1,257,371.88
13,466.218.25
21,934,405.00
12,000,581.67

313,111,427.72
39,344,205.00
13,520,523.31

15,600,000.00

100
100
100
100
100
100
100
100
100%

2.88%
0.17%
5.85%
91.10% ---  156,554,597.68

100.00% ---  156,554,597.68

385,114,210.96

40

31,311.14



2005

Half

Annua  Report

1,032,165,906.90

1,000,000.00

13,290,000.00

1,033,165,906.90 13,290,000.00

819,720

720,000

1,443,226

1,443,484

1,497,600

143,000

1,452,000

290,400

475,200

858,000

300,000

240,000

547,515

166,980

1,760,000

1,680,000

833,354

343,217

418,176

300,000

14,583,335

5,346,619

2,640,000
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<1

<1

<1l

<1

<1

<1l

<1

<1

<1l

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1

<1l

11

113

1,011,456,310.95 13,290,000.00

1,000,000.00 -

1,012,456,310.95 13,290,000.00
824,934.00 824,934.00 -
2,400,000.00  2,400,000.00 -
1,360,896.00  1,360,896.00 -
3,956,230.00  3,956,230.00 -
3,992,000.00  3,992,000.00 -
690,000.00 690,000.00 -
6,002,000.00  6,002,000.00 -
636,800.00 636,800.00 -
1,789,797.60  1,789,797.60 -
2,095,000.00  2,095,000.00 -
900,000.00 900,000.00 -
920,000.00 920,000.00 -
2,276,100.00  2,276,100.00 -
375,800.00 375,800.00 -
1,250,000.00  1,250,000.00 -
5,300,000.00  5,300,000.00 -
3,033,600.00  3,033,600.00 -
360,000.00 360,000.00 -
1,130,400.00  1,130,400.00 -
560,000.00 560,000.00 -
10,200,000.00  10,200,000.00 -
4,705,200.00  4,705,200.00 -
9,440,000.00  9,440,000.00  9,440,000.00
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2005 Haf Annual Report
1,452,000 1.47 2,637,040.00  2,637,040.00 -
62,500 <1 62,500.00 62,500.00 -
110,000 239,957.55 239,957.55 -
39,926,326 67,138,255.15 67,138,255.15  9,440,000.00
2002-2052 10%  119,515,400.23 119,515,400.23
1997--- 20% 10,000,000.00 10,000,000.00
1993--- 1,400,000.00 1,400,000.00
- 100,000.00 100,000.00
-—- 100,000.00 100,000.00
--- 50,000.00 50,000.00
- 10% 2,000,000.00 2,000,000.00
-—- 200,000.00 200,000.00
--- 10% 1,500,000.00 1,500,000.00
- 15% 62,982,697.00 27,992,310.00 90,975,007.00
-—- 16.53% 1,703,051.90 -395,900.00 1,307,151.90
199,551,149.13 27,596,410.00 227,147,559.13
2003-2013 70.00%  28,000,000.00 - - - - - 28,000,000.00 ---28,000,000.00
2000 90.00%  28,800,000.00 - - - - 28,800,000.00 --- 28,800,000.00
1996-2011 90.00%  91,027,923.55 5,523,300.08 5,523,300.08 - - 85,170,558.23 11,380,665.40  96,551,223.63
2000.12 85.13%  43,816,325.93 -43,816,325.93 -43,816,325.93- - - - 0.00
1994- 80.00% 7,974,521.57 920.425 920.42 - - 8,000,000.00 -24,558.01 7,975,441.99
1995- 90.00% 105,139,658.33 173,417.75 - 255,105.34 -81,687.59- 95,060,516.73 10,252,559.35 105,313,076.08
2002- 76.22%  52,777,869.61 -52,777,869.61 -52,777,869.61- - - - - 0.00
2005- 77.78% 0.00 4,622,16466 4,833,97745 -211,812.79 - --- 7,000,200.00 -2,378,035.34 4,622,164.66
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2003-2023 57.82% 2,843,853.08 15,272,815.51 14,500,000.00 772,815.51 - --- 2,500,000.00 15,616,668.59 18,116,668.59
360,380,152.07 -71,001,577.12 -77,260,218.09 6,340,328.56 e -81,687.59 254,531,274.96 34,847,299.99 289,378,574.95
2004.7-2054.7 44.00%  8,799,039.17- 391,989.47 - 391,989.47 - - 8,800,000.00 391,028.64 9,191,028.64
2002-2032 47.92%  10,331,999.94  -2,763,135.66 - -2,763,135.66 - - 12,962,500.00 -5,393,635.72 7,568,864.28
1993- 49.00% 7,995,800.43 235,582.76 - 235,582.76 - - 15,000,000.00 -6,768,616.81 8,231,383.19
1997-2012 30.00% 9,345,935.58 89,255.76 - 122,622.64 -~ -33,366.88 15,504,000.00 -6,068,808.66 9,435,191.34
1999-2019 48.57%  12,551,612.90 1,010,147.57 - 1,010,147.57 - - 10,200,000.00 3,361,760.47  13,561,760.47
1994-2044 40.00% 15,216,578.88  -1,764,482.31 - -1,764,482.31 - - 21,869,015.00 -8,416,918.43  13,452,096.57
1993-2022 50.00%  11,814,470.87 -729,876.24 - -729,876.24 - - 21,648,112.50 -10,563,517.87  11,084,594.63
2001-2011 40.00% 1,005,043.94 -35,506.45 - -35,506.45 - - 1,000,000.00 -30,462.51 969,537.49
2004.2-2024.2 67.00%  1,006,910.60- - - - - - 1,000,000.00 6,910.60 1,006,910.60
2002- 45.00% 2,268,589.08 -961,760.13 -842,450.00 48,934.36 --- -168,244.49 2,179,932.68 -873,103.73 1,306,828.95
2003- 44.00% 154,000,000.00  39,160,000.00 39,160,000.00 - - - 154.000.000.00 39.160.000.00 193,160,000.00
2003-2023 30.00%  83,712,546.00 - - - - - 83,712,546.00 ---  83,712,546.00
2003-2053 30.00% 66,338,227.21  29,482,548.30 29,482,548.30 -- - - 66,338,227.21 29,482,548.30  95,820,775.51
384,386,754.60  64,114,763.07 67,800,098.30 -3,483,723.86 --- -201,611.37 414,214,333.39 34,287,184.29 448,501,517.67
1,510,901.67 2000 1 10.00 ~- 75545084  755450.83
-106,88750 1998 1 10.00 -~ 7482125  -32,066.25
-4,700,821.98 2002 12 10.00 ~-  -940,164.40 -3,760,657.58
-331,190.68 2002 6 10.00 -~ 8279767  -248393.01
4168588 2002 3 10.00 11,463.62 30,222.26
-3,586,312.61 - - -330,868.86 -3,255443.75
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1,000,000.00--

1,816,865,647.99

--- 1,000,000.00

200,000.00

1,400,000.00

100,000.00

100,000.00

50,000.00

2,000,000.00

9,440,000.00

13,290,000.00

g

20,709,595.95

1,706,070,533.49

1,670,740,212.51 1,390,074,717.63

288,645.20

455,906.34
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831,697.05

831,697.05

611,510,647

49196216  -4,982,133.07 - -3,658473.86
491,962.16  :4,982133.07 = = 365847386
1171
406,624
560
5251
74,912.73 --- --- 74,912.73
10,000.00 --- --- 10,000.00
1,000.00 --- --- 1,000.00
74.30 --- --- 74.30
3,200.00 --- --- 3,200.00
900.00 --- --- 900.00
4,347.76 --- --- 4,347.76
4,000.00 --- --- 4,000.00
9,90.00 1,950.00--- --- 2,940.00
--- 108.00 108.00
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_ % . % . % . %
61,151.10 52.51 - - - - 61,151.10 52.51
9,000.00 90.00 - --- - --- 9,000.00 90.00
800.00 80.00 --- --- --- --- 800.00 80.00
74.30 100.00 - - - - 74.30 100.00
3,200.00 85.00 - --- - --- 3,200.00 85.00
700.00 77.78 --- --- --- --- 700.00 77.78
3,912.98 90.00 - - - - 3,912.98 90.00
2,800.00 70.00 - --- - --- 2,800.00 70.00
50.00 100.00 --- --- --- --- 50.00 100.00
490.00 49.50 1,950 33.49 - - 2,440.00 82.99
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1300
2005 7 13
2006 6 30
1 usbh 32434  2,684.44 2005.12
2 1,473.01 15,228.42 2023.10
3 273.48 337.31 2005.11.8
4 usb 360.00 2,979.61 201511
5 RMB 2,400.00 2,400.00 201511
6 RMB 4,200.00 4,200.00 2009.12
7 RMB 5,820.00 5,820.00 2014.12
8 usb 510.00 4,221.12 2014.12
9 RMB  10,200.00 10,200.00 2011.01
10 RMB 1,000.00  1,000.00 2005.10
- 49,070.90
2003 12 23
13,368 867
8,784 2006 6 30
2,400 360
16,340 1,315.5
568.5 2005 6 30 5,820
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1. Important Notice

The Board of Directors of the Company and all its members declare: The Board of
Directors of the Company and al its members ensure that the information contained in this
Report does not have any false statement, serious misrepresentation or significant omission
and will take the joint and several responsibilities for the truth, accuracy and compl eteness of
the contents of the Report.

Rong Guangdao, independent director, had asked for leave and did not attend the Board
meeting. All the rest Directors make no declaration that they cannot ensure for or have
objection on the truth, accuracy and completeness of the contents of the Report.

Mr. Wanggiang, Chairman of the Board, Mr. Li Jun, General Manager and being in
charge of the accounting work, Mr. Chang Qing, the Controller, and Ms. Li Ning, the
manager of finance department, declare to guarantee the truth and completeness of the
financial report in this Interim Report.

The Company's interim financial report has not been unaudited.
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2. A Brief Introduction to the Company
1. Legal Chinese Name of the Company:
Legal English name of the Company: Shanghai Chlor-Alkali Chemical Co., Ltd.
Abbreviation: SCAC
2. Stock exchange for listing of the Company's shares. Shanghai Stock Exchange
Stock name: Chlorine Alkali Chemical Chlorine Alkali B share
Stock code: 600618 (A share) 900908 (B share)
3. Registered address and business address of the Company: No0.4747 Longwu Road,
Shanghai
Zip code: 200241
Tel.: 021 64340000
Website: www.scacc.com
4. Lega representative of the Company: Wang Qiang
5. Secretary of the Board of Directors: Xu Peiwen
Securities representative of the Board of Directors. Shen Qinyi
Contact add.: 4747 Longwu Rd., Shanghai
Tel.: 021-64342640
Fax: 021-64341341
Zip code: 200241
E-mail: shxpw@21cn.com
shqy0227@126.com
6. Newspapers for information disclosure selected by the Company
Shanghai Securities News, China Securities News and Hong Kong Commercial Daily
Website appointed by the China Securities Regulatory Committee for publishing interim
report: http://www.sse.com.cn

Place for storing interim reports  Urban area office of the office of the Board secretary

Contact add.: 17/F 1271 Pudong Nan Rd., Shanghai
Tel.: 021-58829587
Fax: 021-58829587
Zip code: 200122
7. Other relevant information:
Date of first registration: July 4, 1992
Date of alteration registration:
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Sep. 11, 2000, change the registered capital because of offering bonus share.
Alter the legal representative, general manager, etc. on Jan. 11, 2001
The legal representative was changed on July 27,2005
The Company's address for the first registration: 4747 Longwu Rd., Shanghai
Registration no. of business license: Qiguhuzongzi No. 019017
Tax registration no.: 310043607200180
Domestic accounting firm for audit engaged by the Company: Shanghai Lixin Changjiang
Certified Public Accountants
Business address. Floor 4, 61 Nanjing Dong Rd., Shanghai
Overseas accounting firm for audit engaged by the Company: Horwath Hong Kong CPA
Limited
Business address. 20/F Central Plaza 18 Harbour Wanchai, Hong Kong
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8. Financia highlights:

1) Details of main financial data and indexes of the Company in the report period

Unit: RMB Currency: Renminbi

Increase or decrease

adjustment

of end of the
End of the report report period
Item period End of last year than the
beginning of

the year (%)
Current assets 1,518,958,333.20 1,750,671,292.62 -13.23
Current liabilities 1,587,183,135.59 1,724,411,591.39 -7.96
Total assets 5,031,821,970.27 5,181,043,076.08 -2.88
Shareholders  equity (minority 2,874,661,255.31 2,919,459,709.28 -1.53

equity excluded)

Net assets per share 2.4686 251 -1.65
Net assets per share after 2.0553 2.09 -1.66

operating activities

Report period Same period of | Increase or decrease
(January to June) |last year (%).

Net profit -40,443,173.53 75,240,958.05 -153.75
Net profit after non recurrent -40,438,247.10 77,196,150.15 -152.38
gainand loss
Earnings per share -0.03473 0.06461 -153.75
Earning rate of net assets fully -1.4069 2.5624 -154.91
diluted (%)
Earning rate of net assets weighted -1.3960 2.5952 -153.79
average (%)
Net balance of cash flow from 53,724,440.71 127,054,414.47 -57.72

2) Items of non-recurrent profit and loss

Unit: RMB Currency: Renminbi

Items of non-recurrent profit and loss Amount
Profit and loss from disposal of long-term equity investment, fixed assets, construction -7,238.39
in progress, intangible assets and other long-term assets
Non-business revenue and expenditure 2,311.96
Tota -4,926.43
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3) Earning rate of net assets and earnings per share calculated according to the No.9 Editing

Rule for Information Disclosure of Publicly Listed Companies issued by China Securities
Regulatory Committee

Unit: RMB Currency: Renminbi

Earning rate of net assets .
o . (%) Earnings per share

Profit in thereport period Fully Weighted Fully Weighted
diluted average diluted average

Main operation profit 5.5354 5.4926 0.13665 | 0.13665
Business profit -1.5219 -1.5101 -0.03757 | -0.03757
Net profit -1.4069 -1.3960 -0.03473 | -0.03473
Net profit after non recurrent profit and loss -1.4067 -1.3958 -0.03473 | -0.03473
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3. Changesin share capital and shareholding of principal shareholders

1. There was no change in the Company's structure of share capital during the report period.

2. Information of shareholders
1) At the end of the report period, there are totally 83,143 shareholders, including 20,022

holders of A share and 63121 holders of B share.
2) Thereis one shareholder with shares accounting for more than 5%, Shanghai Huayi

(Group) Co., Ltd.; the shares are state-owned and were not pledged or frozen or changed

during the report period.

3) Top 10 shareholders of the Company at the end of the report period:

Unit: Share
Kind of |Number| Nature of
Increase | Number of
o lshares held share |of shareg shareholder
q .| (tradable |pledged |(state-owned
. ecrease| at the end |Ratio
No. Name of shareholder (infull) |, or or frozen| shareholder
inthe of the | (%) :
untradable) or foreign
report report .
period | period capital
shareholder)
1 Shanghai Huayi (Group) Company 611,510,647|52.51 | Untradable| None | State-owned
shareholder
> Ningbo Jin Gang Trust Investment 6,050,000 | 0.52 | Untradable| None |Lega person
Co, LTD shareholder
3 Shanghai Chlor-Alkali Chemical 5,685,576 | 0.49 | Untradable| None [Lega person
M ulti-Purpose Company shareholder
4 Shen & Wanguo Securities Co., Ltd. 5,057,833 | 0.43 | Untradable |Unknown| Legal person
shareholder
5 Shanghai Tianyuan (Group) Co., Ltd. 4,713,697 | 0.40 | Untradable| None |Legal person
shareholder
DEBORAH WANG LIN 3,523,000 | 0.30 | Tradable |[Unknown| Foreign
6 capital
shareholder
DAIWA SECURITIES SMBC Foreign
7 HONG KONG LTD - CLIENTS 3,140,500 | 0.27 | Tradable |Unknown| capita
ACCOUNT sharehol der
8 Shanghai Chlor-Alkali Chemical Red 3,049,200 | 0.26 | Untradable| None |[Lega person
Estate Devel opment Company shareholder
9 Shanghai Management Center of 3,049,200 | 0.26 | Untradable |Unknown| Legal person
Public Reserve Fund shareholder
China Merchants Development Co., 2,970,000 |[0.255| Tradable |Unknown| Foreign
10 |Ltd. capital
shareholder

Remark on associative relations between the top 10 shareholders or their concerted

actions;

The Company has associative relations with No.1, No.5 and No.8, among which, No.8

is the participating subsidiary of the Company, Shanghai Huayi (Group) Company is

the authorized sales unit of state-owned shares and Shanghai Tianyuan (Group) Co.,
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Ltd. is authorized management unit of state-owned shares. It is unknown that whether

there is associative relation among the holders of legal person share and tradable share

or not.
4) Top 10 shareholders of tradable shares of the Company at the end of the report period
Unit: Share
Number of
tradable :
No Name of shareholder (in full) shares held ai| </NdS (A, B, H share
or other)
the end of the
report period
1 [IDEBORAH WANG LIN 3,523,000 B share
DAIWA SECURITIES SMBC HONG KONG
2 |LTD - CLIENTSACCOUNT 3,140,500 B share
3 |China Merchants Development Co., Ltd. 2,970,000 B share
4 INAITO SECURITIESCO., LTD. 2,554,304 B share
5 [ZHANGYAN 2,387,762 B share
6 IMEESPIERSON ASIA LTDASIALTD. 2,321,241 B share
7 |Wang Minglong 1,528,800 B share
8 |Yu Yusheng 1,359,300 B share
9 [TOYO SECURITIESASIA LTD.A/C CLIENT 1,205,270 B share
10 Shanghai International Trust & Inveﬂment| 1,165,472 B share
Company

Remark on associative relations between the top 10 holders of tradable share or their
concerted actions:
It is unknown to the Company whether there is associative relations or
concerted actions among the top 10 holders of tradable share or not.
Remark on associative relations or concerted actions between the top 10 holders of
tradable share and the top 10 shareholders:
It is unknown to the Company whether there is associative relations or
concerted actions specified in Management Method for Information
Disclosure for Change of Shares Held by the Shareholders of Listed
Companies between the top 10 holders of tradable share and the top 10
shareholders.

5) During the report period the Company did not change its controlling shareholder and
actual controller.
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4. Information of Directors, Supervisorsand Senior Executives

1. There is no change in shares of the Company held by Directors, Supervisors, and senior
executives of the Company during the report period.

2. Engagement and dismissal of Directors, Supervisors and senior executives of the Company

during the report period.

1) On March 7, 2005, the Company convened the 2004 annua general meeting of
shareholders and elected Mr. Gu Lili as member of the Company's 5th Supervisory
Committee.

2) On March 16, 2005, the company convened the 7th meeting of the 5th Supervisory
Committee and elected Mr. Gu Lili as vice chief supervisor of the the Company's 5th
Supervisory Committee.

3) On April 28, 2005, Zhoubo, former Chairman of the Board of the Company, went to work
for the municipal government due to shift of work. Based on the "Company Law of the
People's Republic of China' and the "Listing Rules of Share" of Shanghai Stock
Exchange, he could not assume the post of Director and Chairman of the Board. sp
requested to resign from the post of Director and Chairman of the Board of the Company.
This matter was announced on April 29, 2005. For details, please see the announcement
published in the website of Shanghai Stock Exchange and China Securities News,
Shanghai Securities News and Hong Kong Commercial Daily.

4) On June 13, 2005, the Company convened the first provisiona shareholders meeting of
2005, which elected Mr. Wang Qiang as the Director of the Company's 5th Board of
Directors.

5) On June 13, 2005, the Company convened the 4th meeting of 5th Board of Directors,
which elected Mr. Wang Qiang as the Chairman of 5th Board of Directors.
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5. Discussion and Analysis by the Management
1. Discussion and analysis on the Company's overall operation status during the report period
During the report period the Company realized main business income of RMB
1,967,000,000, decreased by RMB 381,000,000 or 16.24% than the same period of last
year; realized net profit of RMB 40,440,000, decreased by RMB 115,680,000 or 153.75%
than the same period of last year. The Company has got operational loss. The main reason
causing such loss is market factor and price increasing of raw material and energy.

1) The overdevelopment of PVC industry, causes the change of market structure. In the
first half year of 2005, the expand speed of production capacity of PV C devicesin China,
was much higher than the increasing speed of demand; especialy, the calcium carbide
process PV C has expanded exceptionally, not only meeting the market demand, but also
making the market price fall by nearly 30%,

2) The fluctuation of the price of main material ethylene and ethylene dichloride, and
the increasing of raw material, such as electricity, industrial salt, make the
Company's main business cost further increasing. In the first half year of 2005 due to
increasing of the price of industrial salt, the Company's main business cost increased by
RMB 50,000,000.

3) In April 2005 the Company arranged to stop production and make overhaul on the
equipment, so in thismonth it got loss of RM B 34,000,000.

4) Strived to expand export volume of sodium hydroxide to reduce the loss. Under the
severe loss of PVC products, the Company strived to catch the market for its another
leading product sodium hydroxide, expanding the export volume of sodium hydroxide in
great efforts. The export volume of sodium hydroxide in the first half year of 2005
increased by 34.66% than the same period of 2004, and this also helps to stabilize the
domestic market for sodium hydroxide. During the report period the gross profit rate of
sodium hydroxide reached 35.64%, increasing by 44.5% than the same period of 2004
and reducing the amount of |oss.

2. The Company's operation status during the during the report period

1) Range of the Company's main business
The Company belongs to the industry for basic chemical raw materials, mainly engages
with PV C, sodium hydroxide, chlorine series and other basic chemical raw materials and
processed products.

2) The Company's production operating status

-10-
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(1) Change of main business income, main business profit, net profit, cash and cash

equivalents:
Unit: RMB'0000
Ratio of increase or
Item Jan.-June 2005 Jan.-June 2004
decrease ( )

Main business income 196,726.73 234,859.94 -16.24
Main business profit 15,912.30 35,393.37 -55.04
Net profit -4044.32 7,524.10 -153.75
Net increase of cash
and cash equivalents -19,703.84 -9,963.52 -97.76
Notes:

a. Reason for decrease of main business income: In the first half year the Company
made a overhaul for its production equipment and the sales price for its leading
product PV C decreased.

b. Reason for decrease of main business profit and net profit: Overhaul of production
equipment, decreasing of leading product PV C's price and the increasing of main raw
material ethylene and main energy, have caused the decreasing of the Company's
profit.

c. The reason for decreasing of net increase of cash and cash equivalents: Consolidation
range has been changed, profitability of leading products has decreased, loan for the
project of 70,000 tons specific resin has been refunded.

(2) Change of total assets and shareholders equity
Unit: RMB'0000 Currency: Renminbi

Ratio of increase
Item June 30, 2005 June 30, 2004
or decrease ()
Total assets 503,182.20 521,996.10 -3.60
Shareholders' equity 287,466.13 293,636.00 -2.10

3) Business or products accounting for 10% or above of the Company's main business
income or main business profit during the report period

(1) Products accounting for 10% or above of the main business income in the report period

Unit: RMB  Currency: Renminbi
Increase | Increase | Increase
or or or
. . . . Gross decrease | decrease | decrease
Main business | Mainbusiness | profit : :

Item ) of main | of main | of gross

Income cost r(?/te business | business | profit
(%) income |cost than |ratethan
than the |the same |the same

-11-
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same |period of |period of
period of |lastyear |lastyear
last year | (%) (%)
(%)
PVC 1,173,223,825.38 | 1,225,010,137.24 -4.41 -10.96 9.03 -19.14
Sodium 34016625124 | 21894492837 | 3564 | 4445 | 1074 | 1959
hydroxide
Chlorine
285,760,970.33 206,761,549.76 27.65 2.61 9.02 -4.25
products
Granular
material and 191,373,747.02 175,829,753.27 8.12 -62.99 -62.82 -0.40
other
Incl.:
Associative 23,257,468.08 21,387,567.65 8.04 -33.05 -24.44 -10.48
transactions
Total 1,990,524,793.97 | 1,826,546,368.64 8.24 -16.48 -9.51 -7.07
Pricing
principle of . i _ - .
associative Make market price as pricing principle of associative transactions
transaction
Remark on . . - .
necessity and The transactions between the Company and its associative parties, are the supplement
sustainability and requirements for the Company's daily production and operation, they are
of associative .
transactions sustainable.

Including: During the report period the total amount of the associative transactions for the

listed company selling its products to its controlling shareholder and subsidiaries was
RMB 157,703,000.

(2) Products accounting for 20% or above of the main business profit in the report period
Unit: RMB Currency: Renminbi

ltem Main business profit Ratio

PvC -54,521,124.62 -34.26%
Sodium hydroxide 120,349,676.59 75.63%
Chlorine products 78,285,690.46 49.20%

during the report period

Unit: RMB'0000

4) The significant change of profit structure, main business, main business profitability

Currency: Renminbi

Date

Main business profit

Ratio in main business
profit (%)

Gross profit rate (%)

-12-
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Sodium Sodium Sodium
PvVC _ PvVC , PvVC _
hydroxide hydroxide hydroxide
06/30/2004 18,749.61 3,652.10 58.97 10.32 14.73 16.05
06/30/2005 | -5452.11 | 12,034.97 -34.26 75.63 -4.41 35.64

Notes:

1. The price of the raw material of the Company's leading product PVC increases

greatly and the sales price of PVC decreases greatly, so the main business profit for

PV C becomes negative, the ratio in the total profit of the Company has decreased
from 58.97% to -34.26% and the profit structure has got significant change as

compared with the same period of last year.
2. The price of the Company's another leading product sodium hydroxide increases

stably, the gross profit rate increases greatly, so the main business profit for it

increases greatly and its ratio in the total profit of the Company has increased from

10.32% to 75,63% and the profit structure has got significant change as compared

with the same period of last year.

5) Operation status and results of the invested companies with the impact of its investment

earnings to the Company's net profit reaching 10% or higher
Unit: RMB'0000

Currency: Renminbi

Ratioin
l r;\ﬁwsgt the net
Name of company usiness nature Main pro_duct or Net profit | fromthe prof_lt of
service . the listed
invested
company
company (%)
Main business scopeisto
. produce plastic film and
. . | Plastic membrane
Shanghai Da Kai . the further-processed
Plastics Co., Ltd. arr1(()jc trs] further products, produce and sdl 613.70 552.33 13.66
processing the substrates of card base
of various credit card.

6) Problems and difficulties in operation:

1) The hysteresis effect of macro adjustment produces impact. Due to the impact of the

macroeconomic regulation and control by the state, the building material factories and the

enterprises using PVC as raw materia in northern China are of insufficient production

capacity, so the market demand for PV C increases very slowly.

2) The profit space for PVC is becoming smaller gradually. It is expected that at the end
of 2005 the capacity of PVC device shal reach 9,000,000 tons, so the domestic PVC
market shall change from the situation that self produced products and imported products

should be complemented to the situation that production volume is greater than demand

-13-




2005 Haf Annual Report

and export can help to maintain balance. Such change, in addition to the further enhance
of the ratio of PVC made with calcium carbide process in the total amount, to 70% or
higher, shall make big negative impacts on the price of PVC, especidly to the factories
making PV C with ethylene method.

3) Short of fund and overhigh financial expenses. Too much investment demanding large
volume of fund, makes financial expenses increasing greatly due to the financing through
bank. The long investment earning period causes no cash return in short period.
Therefore in the second half-year the Company shall, based on market change, make
benefit maximization as its object, orgalize production and operation carefully, adjust
production layout, sell its products based on market demand, enhance production quality,
safe energy and reduce consumption, strenghthen expenses control and improve
Investment management. It shall make every efforts to reduce loss in the 3rd quarter.

3. Investment during the report period

1) During the report period the Company did not raise any capital, neither had any raised

capital before the report period going down to this period.

2) The important projects with non-raised capital, progress of the projects and the benefits of

them

(1) The polycarbonate project with the capacity of 200,000 tons per year now is just in the
period of equipment installation. In this project, the equipment installation for mixing up
project has been basically completed. The test running for first production line was
already completed at end of June 2005. For other three production lines and one test line,
the equipment installation have aready completed and now are just in the process of
debugging. For details, please see the Company's 2004 annual report published in China
Securities News, Shanghai Securities News and Hong Kong Commercial Daily (the
announcements in following sections are all published in these three newspapers) on Feb.
1, 2005.

(2) For the joint venture project with the capacity of 240,000 tons of isocyanate per year, the
construction is going smoothly, the construction for cogenerator and solid dock is going
stably as per the scheduled plan. During the report period the Company completed
financial contribution of RMB 29,992,310 and US$ 3,562,200 on February 18, 2005. At
present for the project the Company has totally contributed RMB 90,975,007 and US$
11,577,150, accounting for 65% of the total amount of contribution the Company should
made. For details please see above.

(3) For the first stage of PVC project in Shanghai Chemical Zone, the designing and civil
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work have already completed. Now it is just in the stage of equipment installation. For
the project's auxiliary project Huasheng Self-equipped Dock, the start ceremony was held
on March 18, 2005. During the report period the construction of approach bank,
pile-sinking of approach bridge and construction of drilled and grouted pile were
completed. As of July 14, 2005, the pile-sinking of dock and design of working drawing
have been completed. At present it is just making break-ground construction in the land
area part. During the report period for the first-stage construction of PVC project in
Shanghai Chemical Zone and auxiliary dock project, capital increase of RMB 89,000,000
was completed. The Company made capital increase of RMB 39,160,000 according to its
44% investment ratio on April 15, 2005. At resent the certification of registered capital
and the prodecure for industrial & commercial change have been completed. For details
please refer to the Company's 2004 annual report on February 1, 2005 and the Company's
first quarterly report of 2005 on April 26, 2005.

(4) The project of realization of an annual output of 120,000 tons of PVC and 100,000 tons
of sodium hydroxide of West Ningxia PVC Co., Ltd. was formally electrified on 10:30
am. of June 16 and the transport succeeded at a time, which marked the Company's
acquisition of fruits at one phase in its West strategy and in project of Shanghai's
supporting West. It is expected that the company will realize profit of RMB 50,000,000
within the year. For details please refer to (idem.).

(5) Theinitia plan of technological improvement project of 50,000 tons of PV C per year was
approved in April 2005; Piling foundation was finished in May 2005 and maintenance of
it was finished in June. At present, the Company is inviting bid and examing the
construction drawing of civilwork. For details please refer to (idem.).

(6) The green moving in Minhang District as part of the Wucao ethylene tube line Project of
Shanghai Huahong Guanglang Co., Ltd. began in May 2005; moveing of residents in
Pujiang Town is still underway. At present, Shanghai Huahong Guanglang Co., Ltd. is
pressing on with coordination of al relevant parties and strives to have completed the
construction of the project by September 2005. On July 18, 2005, Shanghai Huahong
Guanglang Co., Ltd. officially unveiled, which symbolized the complete approach to
market-oriented operation of Shanghai Huahong Guanglang Co., Ltd.. For details please
refer to (idem.).

(7) The preparation work of the production expansion project of 40,000 tons per year has
been fully launched; pre-appraisal of sanitation was completed in May 2005 and
pre-appraisal of risk in occupational disease and safety were drafted and examined in
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June. At present, it is carrying on on-site environment supervision, crucial equipment and
technology communication and rebuilding and moving of old factory buildings and
facilities. For details, please refer to the Company's first quarterly report of 2005 on April
26, 2005.

(8) Project of (Bayer) PC warehouses and packings used to provide auxiliary logistics service
to 100,000 tons of polycarbonate products per year for Bayor (Shanghai) Polymers Co.,
Ltd. contracted and built by Shangha Xintianyuan Chemical Logistics Co., Ltd. has
totally absorbed investment of RMB 135,750,500 with capital of RMB 40,720,000.
Including: total investment of RMB 69,465,600 for storage project, capital in cash of
RMB 20,840,000; total investment of RMB 66,284,999 for package project, capital in
cash of RMB 19,880,000, planned to be completed in September of 2006. Therefore
Shanghai Xintianyuan Chemical Logistics Co., Ltd. needs to make capital increase of
RMB 39,000,000. Through the consultation of the shareholders, the Company makes
capital increase of RMB 29,000,000. After the capital increase the Company holds 84.9%
equity interest, Shanghai Chlor-Alkali Chemical Trade Co., Ltd. holds 25.4% equity
interest, Wujing Economic Development Company holds 5.3% equity interest and
Shanghai Chlor-Alkali Creation Co., Ltd. holds 4.9% equity interest. In March 2005 the
Company made contribution of RMB 14,500,000 and this investment has completed the
procedure for certification of capital. During the report period the PC storage project
formally entered the storage service period of Bayer. Now the establishment of that
project feasibility report isjust in progress. For the PC package project, all such work, the
examination and approval of project, negotiation of service contract, bid-invitation for
major equipment, coordination for detailed designing and optimization for approval of
project have been completed. At present for the project the first-phase preparations of
construction isjust in progress.

4. The net profit of next report period compared with the same period of last year

In the first half of this year the Company realized net profit of RMB -40,440,000. In the
second half-year, because the Company's leading product PV C will still be facing the rising
of price ofn its raw material ethylene and the uncertainty of rising of the sales price for the
products, so the net profit at end of next report period shall still be of loss.

6. Major events
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1. The Company's operating status does not have any difference from the relevant documents

of China Securities Regulatory Committee, neither needs to get modification.

2. The Company does not have profit distribution plan drafted in previous period but
exercised in the report period.

3. The Company does not distribute profit, neither transfer public reserves to share capital for
the report period.

1) Significant lawsuits and arbitrations during the report period or in previous period but
going down to the report period
The swindle case about chemical raw material exported at beginning of 2005 involved
with the Company's controlled subsidiary Shanghai Chlor-Alkali Chemical Trade Co.,
Ltd., got new progress during the report period. The details are as follows:

(1) For the case on the disputes of sales contract with the value of RMB 5,880,000 sueing
Shangha Zineng Enterprise Development Co., Ltd., the Shangha No. 1 Intermediate
People's Court opened the session on April 13, 2005. The defendant did not appear the
court even after the legal summon by the court, and the court made a default inquisition
at law. The Shanghai Chlor-Alkali Chemical Trade Co., Ltd. should refund the defendant
RMB 1934165 due to other deals with the defendant and the defendant has already
refunded Shanghai Chlor-Alkali Chemical Trade Co., Ltd. RMB 300,000, so Shanghai
Chlor-Alkali Chemical Trade Co., Ltd. was willing to make deduction with the object of
the action. The object of action has been changed into RMB 3,645,835. Through
inquisition the court made judgment as follows. 1) The "Purchase Contract” signed
between the complainant Shanghai Chlor-Alkali Chemical Trade Co., Ltd. and the
defendant Shanghai Zineng Enterprise Development Co., Ltd. on November 30, 2004
should be released; 2) The defendant Shanghai Zineng Enterprise Development Co., Ltd.
should refund Shanghai Chlor-Alkali Chemical Trade Co., Ltd. RMB 3,645,835 within
10 days since the effective date of the judgment. If not accepting the judgment, either
party can submit a petition for appeal to Shanghai No. 1 Intermediate People's Court or to
Shanghai Superior People's Court within 15 days since the date for receiving of the
judgment. Now this case has been closed.

(2) For the case on disputes for a sales contract in the value of RMB 13,000,000 for suing
Shanghai Zineng Business Co., Ltd., Shangha Zineng Enterprise Development Co., Ltd.,
Shanghai Zineng High-tech Co., Ltd., Shanghai Zineng Pharmacy Co., Ltd. and Liu
Limel, Liu Hongbing, Liu Tao, Liu Weisong and Liu Xinhua, Shanghai No. 1
Intermediate People's Court held hearing on July 13, 2005. The defendants Shanghai
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Zineng High-tech Co., Ltd. and Shangha Zineng Pharmacy Co., Ltd. attended the court.
Because not all the defendants attended the court, the court could not investigate and
ascertain some facts and did not make judgment at the date. This case is still in the
progress of inquisition.

4. Significant assets acquisition, sales and reorganization during the report period

1) There were no significant assets acquisition, sales and reorganization during the report

period

2) The significant assets acquisition, sales and reorganization occuring in previous period but

going down to the report period

(1) For the cancel of separate legal entity qualification of Shanghai Tianyuan Group
Tianyuan Chemical Co., Ltd., the equity transaction was completed on January 10, 2005,
the cancel announcement was published on January 18, the liquidation report was issued
on April 29, and the registration cancel was completed on June 14. For details, please
read the Company's 2004 annual report of 2005 on February 1, 2005.

(2) All the registration change formalities for the equity transfer of Shanghai Chlor-Alkali
Chemical Real Estate Development Company, the equity transfer of Shanghai Additive
Factory Co., Ltd. and the equity transfer of Shanghai Tianyuan Materials Circulation Co.,
Ltd., were all completed in January or March of 2005. For details please refer to (idem.).

(3) Because the equity transfer of Shanghai Luwei Plastic Co., Ltd. involved with that across
countries, the exercise cycle is rather long. At present the equity transaction is just in
progress and has been submitted to the Foreign Capital Commission. The work for
examination and approval isjust in progress. For details please refer to (idem.).

5. Important associative transactions during the report period

1) Associative transaction for purchase and sale of commodity and rendering of service

(1) Significant associative transactions for purchasing goods and accepting services
Unit: RMB'0000  Currency: Renminbi

Associative Pricing principle of Amount of
Associative party - °INg principle associative
transactions content associ ative transactions .
transaction
Shanghai Tianyuan International Trade Co., Ltd| Raw materias Set price on market price 8,515.63
Shanghai Chlor-Alkali Creation Co., Ltd. Raw materials P P 934.70

(2) Significant associative transactions for sale of commodity and rendering of service
Unit: RMB'0000  Currency: Renminbi

Associative Pricing principle of Amount of
Associative party . °Ing principle associative
transactions content associative transactions .
transaction
Shanghai Chlor-Alkali Creation Co., Ltd. Product Set price on market price 2,926.72
Shanghai Sanaifu New Material Co., Ltd. Product 1,248.36
Shanghai Tianyuan International Trade Co., Ltd. | Product 11,461.54
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Shanghai Baishigao Plastic Co., Ltd. Product 28.76
Shanghai Luwei Plastics Co., Ltd. Product 104.40

Notes on the necessity and persistence of associative transaction:
The transaction between the Company and associative parties, is that the Company pay

expenditure for service and trusteeship business, for purchase of raw material, sales of
product and other recurrenting business operations and for stripping non-operational
assets and non-central business. Such transactions are the necessary supplement for the
coordination based on specialization and mutual transfer of predominance between the
Company and its controlling shareholder and part of subordinative enterprises, and they
will continue to exist.

2) During the report period the Company did not have any associative transactions for

significant assets acquisition and sales.

3) The creditor's rights and debt between the Company and its associative parties
Unit: RMB'0000  Currency: Renminbi

Financing of associative
- Financing associative parties parties to the listed
- Associative
Associative party relation company
Received fund
Amount Balance ; Amount Balance
possession cost
Shanghai Tianyuan (Group) Parent 2768 31311.14 0.00 0.00
Co., Ltd. company ) T ) )
Total / 27.68 31,311.14 / 0.00 0.00

During the report period the listed company provided its controlling shareholder with
capital of RMB 276,800, and the balanceis RMB 313,111,400.
4) The guarantee between the Company and its associative parties
Unit: RMB'0000 Currency: Renminbi

Date (signing Amount of Guarant
Guaranteed guarantee Type of If
: date of " ee :
entity (Unit: guarantee . fulfilled
agreement) RMB'0000) period
Wujin Chemical Co., 09/1998 2,684.44 Security 12/2005 No
Ltd.
Shanghai 05/1995 15,228.42 Security 10/2023 No
Carbonization Co.,
Ltd.
Shanghai 11/1995 337.31 Security 11/2005 No
Carbonization Co.,
Ltd.
Total: 18,250.17

6. Important contracts and the execution for them during the report period

1) Significant commissions during the report period or in previous period but going down to
the report period
Since July 1, 2005 the Company started to execute the contract of entrusting Shanghai
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Huahong Guanlang Co., Ltd. for management on all the pipelines and related maintenance

equipment of the Company's production division, the Company needs to pay RMB

2,460,000 of specific mandatory administration fee per year.

2) During the report period there are no such matters of contracting and leasing for other

company's assets or other company's trusteeship, contracting and leasing for the Company's

assets, neither such matters occurring before but going down to this report period.

period

Unit: RMB'0000

3) Guarantees during the report period or in previous period but going down to the report

Currency: Renminbi

The Company's guarantee for outside entities (excluding its controlled subsidiary)

If make
Guaranteed Date Amount of Type of Guarantee If guarantee for
entity guarantee | guarantee period fulfilled associative
party
Woujin Chemical Co.,| 09/1998 2,684.44 Securi 12/2005 No Yes
Ltd. urity
Shanghai 05/1995 15,228.42 10/2023 No Yes
Carbonization Co., Security
Ltd.
Shanghai 11/1995 337.31 11/2005 No Yes
Carbonization Co., Security
Ltd.
Shanghai  Hensmai
Polyurethane  Co.,| 11/2003 1,293.20 Security 11/2015 No No
Ltd.
Shanghai  Hensmai
Polyurethane  Co.,| 09/2004 1,293.20 Security 11/2015 No No
Ltd.
Shanghai  Hensmai
Polyurethane  Co.,| 01/2005 2,793.20 Security 11/2015 No No
Ltd.
Shanghai  Lianheng
Isocyanic Acid| 12/2003 124.15 Security 12/2014 No No
Grease Co., Ltd.
Shanghai  Lianheng
Isocyanic Acid| 08/2004 2,952.45 Security 12/2014 No No
Grease Co., Ltd.
Shanghai  Lianheng
Isocyanic Acid| 01/2005 6,964.52 Security 12/2014 No No
Grease Co., Ltd.
et N9 PYEL 0172005 | 10,200.00 Security 01/2011 No No
Shanghai Herklis . No Yes
Chemical Co., Ltd. 04/2005 1,000.00 Security 10/2005
Tot_al Quarantee  amount 20,957.72
during the report period
Tot_al of guaranteg balance 44,870.89
during the report period
The Company's guarantee to the controlled subsidiaries
Shanghai
Huahong 12/2004 4200.00 Security 12/2009 No No
Guanlang Co,,
Ltd.
Total guarantee amount to controlled subsidiary | 0.00
during the report period
Total balance of guarantee amount to controlled | 4,200.00

subsidiary at end the report period
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Total guarantee of the Company (including its controlled subsidiary)

Totol amount of guaratee 49,070.89

Ratio of total guarantee in the net assets of the 17.07%
Company

The Company'sillegal guarantee

Amount of guarantee provided for the
controlling shareholder and other associative
parties with lower than 50% equity interest held
by the Company

26,620.73

Amount of guarantee for debt provided directly
or indirectly for the entities with | 0.00
assets-liabilities ratio over 70%

Difference by which the totol amount of 0.00
guaratee exceeds 50% of net assets )

Totol amount of illegal guaratee 19,250.17

Noteson illegal guarantee:
1. The Company's guarantees for the associative parties Shanghai Carbonization Co.,

Ltd. and Wujin Chemical Co., Ltd. are all due to historical reason. During the report
period the Company strictly observed the requirements of the Notice on Some
Related Problems of Furnishing Guarantee by Listed Company for Other Companies,
significantly reduced the associative guarantee made for historical reason without
increasing new associative guarantee to reduce the risk for guarantee. As of the end of
this report period the Company's associative guarantee decreased by 31.10% than the
same period of last year.

2. The Company's guarantees for Shanghai Lianheng Isocyanic Acid Grease Co., Ltd.,
Shanghai Hengshili Polyurethane Co., Ltd. and other joint ventures are because it
fulfills the obligation for guarantee according to financial contribution ratio as
specified in the joint venture contract signed at beginning of 2003.

3. The Company's guarantee for West Ningxia PVC Co., Ltd. is because that, the joint
venture contract specified the shareholders should fulfill the obligation of guarantee
according to contribution ratio and this has been examined and passed by the
shareholders meeting. Therefore this has not been listed into illegal guarantee.

4) Significant events of entrusting other people to make management on cash assets during
the report period or in previous period but going down to the report period

7. The occupancy of funds by the controlling shareholder and subsidiaries
As of the end of this report period, the Company's controlling shareholder Shanghai
Tianyuan (Group) Co., Ltd. had totally owed RMB 313,111,400.

8. The Independent Director's specific notes and independent opinion to the Company's
accumulated and current guarantee for outside entities and the execution of the above
regulations

1) Arreage of big shareholder. The Independent Directors deem that, the Chlor-Alkali's work
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on discharge the occupation of funds by big shareholder is positive and effective.

(1) The reason for the arrearage of big shareholder, is that the big shareholder acquired
Chlor-Alkali's non-operational assets, false assets and creditor's rights for supporting
development of the listed company and enhancing assets quality of the listed company. In
the last few years the big shareholder returned arrearage of RMB 360,000,000 through
returning cash and displacement of good-quality assets. The returned cash is RMB
260,000,000, including RMB 140,000,000 for refunding the debt. So the total arrearage has
dropped down from RMB 680,000,000 to RMB 317,000,000. At present the big
shareholder has no capital and proper assets to return the arrearage further in short period.

(2) In this year the Company continued to find the way of making equity interest offset
arrearage to solve the problem on occupation of funds by big shareholder and has
established such a plan. At present it further make use of the reform on seperating equity
interest to help the solution on this problem.

2) About guarantee. The Independent Directors deem that:

(1) During the report period the Company strictly observed the requirements of the Notice on
Some Related Problems of Furnishing Guarantee by Listed Company for outside entities,
reduced the associative guarantee greatly made for historical reason, without increasing
new associative guarantee, to reduce the risk for guarantee. As of the end of this report
period the Company had totally made guarantee of RMB 490,708,900, including
associative guarantee of RMB 192,501,700, a decrease of 31.10% than the same period
of last year.

(2) The Company provided loan guarantee for Shanghai Hengsimai Polyurethane Co., Ltd. and other
joint ventures in the limit of ratio of contributions, which are all within the credit granting
position approved by shareholders meeting. The working procedure meets the Listing Rules for
Sharesin Shanghai Stock Exchange, Articles of Association and other related regulations.

Independent Director: Rong Guangdao, Tang Qiqing, Y ang Guoping and Pan Fei

9. Commitments

1) The Company or its shareholders holding 5% equity interest or higher, did not make any
commitments during the report period.

2) During the report period the fulfillment of the commitments made in previous period

1) Arreage of big shareholder: The Board of Directors of the Company has committed that, in
2003 the debt of the big shareholders shall descend on to normal and reasonable level,
within RMB 100,000,000. During the report period the Company strived to find the way
of making equity interest offset debt to solve the arrearage by big shareholders. But this
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should be involved with the related government policy, now the Company started to make

use of the reform on separation of equity interest to establish a comprehensive plan.

(2) About guarantee: During the report period the Company strictly observed the

requirements of the Notice on Some Related Problems of Furnishing Guarantee by Listed

Company for outside entities, reduced greatly the associative guarantee made for

historical reason, without increasing new associative guarantee, to reduce the risk for

guarantee. As of the end of this report period the Company had totally made guarantee of
RMB 490,708,900, including associative guarantee of RMB 192,501,700, a decrease of

31.10% than the same period of last year.

Current associative guarantee:

(1) Furnish credit guarantee for Shanghai Carbonization Co., Ltd.'s bank loan of
14,730,100 Euro dollars and 2,734,800 Norwegian Krone, which shall be matured
respectively in October of 2023 and November of 2005.

(2) Furnish credit guarantee for Wujin Chemical Co., Ltd.'s bank loan of US$ 3,243,400,
which shall be matured in Dec. 2005.
Shanghai Carbonization Co., Ltd. and the Wujin Chemical Co., Ltd. have aso

furnished counter guarantee for the Company.

10. During the report period the Company, the Board of Directors of the Company and the
Directors, al had not been checked, punished and reprimanded by the China Securities
Regulatory Committee, fined by other administrative departments and publicly

condemned the Shanghai Stock Exchange.

11. Index for major events disclosed by the Company

No. of Disclosure
announcement time
Regular
= Feb. 1, 2005
announcement
Lin 2005-001 Feb. 1, 2005
Lin 2005-002 Feb. 1, 2005

Announcement name

Abstract of 2004 Annua Report of
Shanghai Chlor-Alkali Chemical
Co., Ltd.

Shanghai Chlor-Alkali Chemical
Co., Ltd.'s Announcement on the
Resolutions of 3rd Meeting of 5th
Board of Directors and Convening
of 2004 Annua Shareholders
Meeting

Shanghai Chlor-Alkali Chemical

-23-

Newspapers for

disclosure
Page C23, 24 of
Shanghai Securities
News
China Securities News
page C35, 37
Hong Kong
Commercial Daily page
A8
Shanghai Securities
News page C24
China Securities News
page C37
Hong Kong
Commercial Daily page
A8
Shanghai Securities
News page C24
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Co., Ltd.'sAnnouncement on the China Securities News
6th Meeting of 5th Supervisory page C37
Committee Hong Kong
Commercial Daily page
A8
. Shanghai Securities
Announcement on Associative News page C24
Transactions of Shanghai China Securities News
Lin 2005-003 Feb. 1, 2005 Chlor-Alkali Chemical Co., Ltd. page C37
Hong Kong
Commercial Daily page
A8
. . ) Shanghai Securities
Shanghai Chlor-Alkali Chemical News page C43
Co., Ltd's Announcement on China Securities News
. Resolutions of 2004 Annual
. eC3
Lin 2005-004 Mar. 7, 2005 Shareholders Meeting IF—)|aogng Kong
Commercial Daily page
A5
Shanghai Securities
Shanghai Chlor-Alkali Chemical Nengage o3
Co., Ltd.'sAnnouncement on the China Securities News
Lin2005-005 Mar. 18,2005 /U1 Meeting of Sth Supervisory e c3
Committee Hong Kong
Commercial Daily page
All
2005 first quarterly report of shanghal Securities
News page C27
e Shanghai Chlor-Alkali Chemical  opire s s News
ular
* Apr. 26,2005 0Lt page CA7
announcement Hong Kong
Commercial Daily page
Al10
Shanghai Securities
Shangha  Chlor-Alkali Chemical Naprage ol
Co., Ltd.'s Announcement on 5th  ~hina Securities News
Lin2006-006  Apr. 26, 2005 Efr o 223)"’:'5 Meeting of Sth Board ;g6 c47
Hong Kong
Commercial Daily page
Al10
Shanghai Securities
Shanghai Chilor-Alkali Chemical Nengage ol
Co., Ltd.'sAnnouncement on that China Securities News
. . its Operating Results of First Half e C47
Lin 2005-007  Apr. 26, 2005 Year of 2005 Shall Decend Greatly angng <ong
Commercial Daily page
A10
Shanghai Securities
The Board of Shanghai N ewg page C42
Chlor-Alkali Chemical Co., Ltd's China Securities News
. ! Announcement on Important e C43
Lin 2005-008  Apr. 29, 2005 Personnel Change Eac?ng <ong
Commercial Daily page
Al5
Shanghai Chlor-Alkali Chemical Shanghai Securities
Lin2005-009  May 11, 2005 Co., Ltd.'sAnnouncement on the News page C7

Resolutions of 6th Meeting of 5th

P AanvA Af MNivantmva mmaA MDA rAl A
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Board of Directors and Convening  page C6
of 2005 1st Provisional Hong Kong
Shareholders Meeting Commercial Daily page
A3
Shanghai Securities
Shanghai Chlor-Alkali Chemical ngpage o6
Co., Ltd.'sAnnouncement on China Securities News
. Resolutions of 2005 1st Provisional
. e C3
Lin2005-010  June 14, 2005 Sharenolders Mesting E%]ng Kong
Commercial Daily page
A6
Shanghai Securities
Shanghai Chlor-Alkali Chemicl  \eodo o e
Co., Ltd.'sAnnouncement on 4th China Securities News
Lin2005-011  June 14, 2005 Meeting of 5th Board of Directors page C3
Hong Kong
Commercial Daily page
A6
Shanghai Securities
Shanghai Chilor-Alkali Chemical Nengage N
Co., Ltd.'sAnnouncement on China Securities News
Lin 2005-012 auly 7, 2005 Prediction of Lossin the First Half page BO7
Year of 2005 Hong Kong
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Establishment unit; Shanghai Chlor-Alkali Chemical Co., Ltd.

Financial Report (unaudited)
Balance Sheet (1)

June 30, 2005

Unit: RMB  Currency: Renminbi

Consolidated Parent company
Assets Line Beginning Beginning
Closing balance balance Closing balance balance
Current assets:
Monetary capital 1 | 301,291,182.97 498329,540.03 227,730,344.79  416,649,878.67
Short-term investment 2 3,000,000.00  3,000,000.00
Notes receivable 3 115,804,719.67 152,770,466.27 112,590,947.72]  137,125,291.99
Dividend receivable 4
Interest receivable 5
Accounts receivable 6 | 30862175550 166,055928.75 280,961,410.69 172,613,463.70
Other receivables 7 | 360,861,554.06 339,983979.55 344,820,938.82] 332,830,102.57
Payment in advance 8 51,660,607.000  57,075,626.38  42,804,347.73  49,224,139.66
Subsidy receivable 9
Inventory 10 | 377,662,832.71] 533184,36459 328436,851.93 410,071,619.47
Expenses to be amortized 1 55,681.29 271,387.05 43,504.38
Net loss for current assets to
be disposed
Long-t_erm clams investment 21
duein oneyear
Other current assets 24
Total of current assets 30 | 1,518,958,333.20 1,750,671,292.62 1,337,388,346.06 1,518,514,496.06
Long-term investment:
:'n‘\)/'g:ﬁrem S| 39 | 761462107.23 68345867181 1,018,875906.90 998,166,310.95
:‘n‘\)/'gfar:t clams 5, 1,000,000.00  1,000,00000  1,000000.00  1,000,000.00
Rtitmemo‘c long-tem o3 | 76246210723 684,458,671.81 1,019.875906.90  999,166,310.95
" i || 31| 300518875 284116848
Incl Equity investmen.t balance (credit belancein " indicates 132
filled from consoiceted stetements)
Fixed assets:
Original price of fixed assety 38 | 4,324,987,231.19 4,376,245,007.67] 4,083,845,947.93 3,763,181,432.92
de;ﬁfi;ﬁon accumulated oo | 5 534 673204.87 2463,122,141.40 2,400,125,558.14 2,196,024,194.44
Net value of fixed assets | 40 | 1,790,014,026.32| 1,913,122,866.27 1,683,720,389.79 1,567,157,238.48
de;zsi;ﬁonpéf}’i'fe%” assetfsor 41 66,958,101.04  66,977,306.14  51,318,359.53  46,682,995.38
Net value of fixed assets | 42 | 1,723,055,925.28] 1,846,145,560.13 1,632,402,030.26 1,520,474,243.10
sggégee””g materid - and 4, 2791268579  37,079,162.31 2320651679  37,079,162.31
Construction in progress 44 994,253,351.63]  858,821,520.62] 862,293,873.18  759,006,401.38
Disposal of fixed assets 45 1,925,850.39 1,925,850.39
Subtotal of fixed assets 50 | 2,747,147,813.09 2,742,046,243.06| 2,519,828,270.62 2,316,559,806.79
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Intangibl e assets and other
aSSELS.
Intangible assets 51 2510,660.47) 3,040,479.31 752,459.47 771,734.11
Long-term expensed to be ., 743,056.28 826,389.28 743,056.28 826,389.28
amortized
Other long-term assets 33
Subtotal of intangible assety oo 3,253.716.75 3,866,868.59 1,495,515.75 1,598,123.39
and other assets
Deferred tax:
Debit item of deferred taxes | 56
Total of assets 60 | 5,031,821,970.27| 5,181,043,076.08 4,878,588,039.33 4,835,838,737.19
Balance Sheet (2)

Establishment unit; Shanghai Chlor-Alkali Chemical Co., Ltd.

June 30, 2005

Unit: RMB  Currency: Renminbi

Liabilities and Consolidated Parent company
. - Line Beginning Beginning
sharehol ders equiity Closing balance balance Closing balance balance
Current liabilities:
Short-term loan 61 | 1,292,325,150.00 1,094,838,500.00 1,251,025,150.00 915,538,500.00
Notes payable 62 769926093  31,330,343.78  3,099,260.93  16,500,000.00)
Accounts payable 63 | 114796696.24 18598307619 119798392.86 175910,826.14
Salesrecaived in advance | 64 6444332130  97,094197.00  68,801,234.41 90,453 447.32
Salaries payable 65 6858234200  2751,354.61  6458,234.20
Welfare expenses payable | 66 -3,004500.67|  1,620300.53  -3,704,235.90)
Dividends payable 67 1,428296.90  1437,373.30 142829690  1,428,296.90
Tax payable 68 58460.55 -13,877,312.65  -1,177,154.02 -10,032,056.49
Other  payables to the g4 682,813.94 104,034.49 676,085.49 32,356.19
government
Other payables 70 02201440220  62489489.73  75386,108.22  44,912,230.24
Expenses  appropriated  in 7, 9,603070.98 232023351  7,231,491.98  2,320,074.69
advance
Estimated liabilities 72
Long-term liabilities due in 7, 000  258,320,000.00 0.00  258,320,000.00
one year
Other current liabilities 74
abilit ;”bmta' of current oy | ) 55718313550 1,724.411501.39 1.529,022,865.07 1,495,383,674.99
Long-term liagbilities:
L ong-term loan 81 | 44327000000 393,270,000.00 383,270,000.00, 333,270,000.00
Bonds payable 82
L ong-term payables 83 26026345120 2602634512 2602634512  26,026,345.12
Specific payables 84 57,340,000.00,  57,340,000.00  57,120,000.000  57,120,000.00
Other long-term liabilities 86
bl ti;”bmta' of longtem o | £y6636345.12 47663634512 46641634512  416,416,345.12
Deferred tax:
Credit item of deferred taxes | 88
Subtotal of liabilities 90 | 2,113,819,480.71] 2,201,047,936.51 1,995,439,210.19 1,911,800,020.11
Minority equity (filled from consolidated 90-1 43.341,234.25 60,535,430.29

Statements)
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Shareholders equity:

Share capital 01 | 1,164,483,067.000 1,164,483,067.00| 1,164,483,067.00 1,164,483,067.00
Less. investment already 90

returned

Net amount of share capital | 93 | 1,164,483,067.00 1,164,483,067.00 1,164,483,067.00 1,164,483,067.00

Capital reserves 04 | 1,564,473,025.55 1,564,473,025.55 1,564,473,025.55 1,564,473,025.55

Statutory surplus reserves 05 | 13242735477 13297291319 12872595265 128,725,952.65
Incl..  Statutory  public o5 | 16175074020 1044835413 832487386  8324.873.86

welfare fund

Less: Unidentified loss from investment 96-1

(filled from consolidated statements) -

.._..L)J”d'a”b”ted profit (Uncovered loss i - g7 13,277,807.99  57,530,70351]  25466,783.94  66,356,671.88
Converted balance of foreign currency

satements  (filled from consolidated] 97-1

Statements)

eqﬁ:)t/’mta' of snareholders) o | 5 g7, 661.255.31 2,919.450,700.25 2,883 148,829.14| 2.924.038,717.08
Total of liahilities and 100 | 5,031,821,970.27| 5,181,043,076.05 4,878,588,039.33 4,835,838,737.19
shareholders' equity

Legal representative: Wang Qiang Principal in charge of accounting: Li Jun Head of accounting dep.: Li Ning Prepared by: Tang Xiaodong

Satement of Profit & Profit Distribution

Establishment unit: Shanghai Chlor-Alkali Chemical Co., Ltd.

Jan.-June2005 Unit: RMB  Currency: Renminbi

Item Line Consolidated Parent company
. Same period of . Same period of
Current period last year Current period last year

1. Main businessincome 1 | 1,967,267,325.89| 2,348,599,406.45 1,816,865,647.99 1,706,070,533.49

Less Main business cost 2 | 1,803,288,900.56| 1,983,834,745.87 1,670,740,212.51| 1,390,074,717.63

. Taxand surtax of main 485542530  10,830,987.09 435883949  9,489,187.85
business

?_'..?"""'” business profit (Uncovered lossinl 4\ 159 123,000,038  353,933,672.59 141,766,595.99  306,506,628.01

. .._..?'”S Other business proft (Uncovered o5 ¢ 6,702,544.31 -797,74252  6,635,028.19 -780,372.87

Less: operating expenses 6 47,077,884.08  47,603,026.17|  43,429,030.21]  40,224,650.94

Management expenses 7 | 12098041922 19330301025 114,935320.73 149,929,897.70

Financial expenses 8 41516,799.61  26,327,872.44  41,747,73520  21,676,273.57

3, Operating profit (Iossin "-") 9 4374955857  85902,021.21 -51,710,461.96  93,895,432.93

Plus Investment income (lossin"™") | 10 233349471 259319234  3,601,156.24  -3,658473.86

Subsidy income 1 0.00 587,910.00 0.00 587,910.00

Non-operating revenue | 12 411004  1,271,676.59 3555200  1,242,084.11

Less non-operation 44 1142193 4,248,276.89 000  4,073,725.36

expenditure
4. Gross profit (lossin"-") 14 | -46090,365.17| 86,106,523.25 -48,105750.52|  87,993,227.8
Less: Income tax 15 -6,377,601.09 1337549228  -7,215862.58  13,198,984.18
Minority's gain and loss (filled from consolidated
et it 16 730,499.45  -2,500,927.08

-28-



2005

Half Annual Report

Plus; Unidentified loss from investment
(filled from consolidated statements)

17

5. Net profit (lossin"-")

18

-40,443,173.53

75,240,958.05

-40,889,887.94

74,794,243.64

Plus. undigtributed profit a& beginning of the year
(uncovered lossin"-")

19

53,720,981.52

14,148,741.02

66,356,671.88

25,495,313.70

Other transferred in

20

6. Distributable profit (lossin "-")

21

13,277,807.99

89,389,699.07

25,466,783.94

100,289,557.34

Less: Appropriated statutory

22
surplus reserves

Appropriated
public welfare fund

statutory|

Appropriation of  staff

welfare fund 24

7. Distributable profit to shareholder (lossin"-")| 25

13,277,807.99

89,389,699.07

25,466,783.94

Less: preferred stock dividends

payable 26

Appropriated
discretionary
reserves

surplug 27

Ordinary share dividends

payable 28

Dividends of ordinary|
share transferred to sharg 29
capital

8. Undistributed profit (uncovered lossin"-") 30

13,277,807.99

89,389,699.07

25,466,783.94

Legal representative: Wang Qiang Principal in charge of accounting: Li Jun Head of accounting dep.: Li Ning Prepared by: Tang Xiaodong

Satement of Cash Flow (1)
Establishment unit: Shanghai Chlor-Alkali Chemica Co., Ltd. June 30,2005 Unit: RMB  Currency: Renminbi
. Amount
Item Line -
Consolidated Parent company
1. Cash flow from business operations:
Cash recelved from sale of commodities and 2,256,027,078.36|  2,118,643,246.98
rendering of service
Return from tax received 2 6,456,706.67 6,450,306.65
Other cash received related to operaing 4 5,750,559.73 7,183,820.17
activities
_ Subtota of cash inflow from operating 2268,234,344.76|  2,132,277,373.80
activities
Cash paid for purchase of commodities and o | 4 g5g 55470076  1,846,544,201.92
accepting of service
Cash paid to or for employees 7 93,861,780.56 83,721,538.39
Cash paid for various taxes 8 38,530,618.89 34,405,577.49
Other cash paid related to operating activities 9 125,562,783.84 117,243,271.70
_ Subtotal of cash outflow in operaling 1, | 551450990408  2,081,914,589.50
activities
Net cash flow from operating activities 1 53,724,440.71 50,362,784.30

-29.-
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2. Cash flow from investments:
Cash received from disinvestments 12 71,238,787.06 71,238,787.06
Cash received from investment earnings ;. 1,422,675.06 1,423,750.50
acquired
Cash received from disposal of fixed assets, intangible assets and 14 11,000.00 11,000.00
other long-term assets
Other cash received related to investments 15 0.00
o Subtotal of cash inflow from investment 16 72.672,462.12 72.673,537.56
activities
Cash paid for purchase and construction of fixed assets,
intangible assets and other long-term assets 18 141,379,310.66 99,162,498.03
Cash paid for investments 19 128,847,746.14] 120,134,858.30
Other cash paid related to investments 20 0.00 0.00
. Subtotal of cash outflow from investment , 270,227,056.80  219,297,356.33
activities
Net cash flow from investments 25 -197,554,594.68 -146,623,818.77
3. Cash flow from financing:
Cash received from absorption of investments | 26
Incl.: Cash received by subsidiaries from absorption of o7
minority equity investments
Cash received from loans 28 1,208,745,650.00 1,166,145,650.00
Other cash received related to financing 29
_ Sdbtotal of cash inflow from financing 5, | 1 508 74565000 1,166,145,650.00
activities
Cash paid for settlement of debt 31 1,219,586,250.000  1,216,986,250.00
Cgsh paid for dISt!‘I bution of dividend or profit 0 42,268,434.22 41,718,730.54
or reimbursement of interest
Incl.: Dividend paid to minority shareholders by,
T 33 0.00
subsidiary
Other cash paid related to financing 34
Incl.. Cash paid to minority shareholders by 35
subsidiaries' capital reduction at law
o Subtotal of cash outflow from financing % 1.261,854,684.22 1.258,704,980.54
activities
Net cash flow from financing 40 -53,109,034.22 -92,559,330.54
4. Impact of change in exchange rate to cash 41 -99,168.87 -99,168.87
5. Net increase of cash and cash equivalents 42 -197,038,357.06 -188,919,533.88
Satement of Cash Flow (2)
Establishment unit; Shanghai Chior-Alkali Chemical Co., Ltd. June 30,2005 Unit: RMB  Currency: Renminbi
: . . Amount
Supplementary information Line .
Consolidated Parent company
1. Cash flow for regulating net profit into operating
activities:
Net profit (lossin"-") 43 -40,443,173.53 -40,889,887.94
Plus: minority's gain and loss (lossin "-") 44 730,499.45
Less: Unconfirmed loss from investments 45
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Plus: Appropriated provision for depreciation of

. 46
Depreciation of fixed assets 47 130,118,363.44 123,021,985.51
Amortization of intangible assets 48 529,818.84 19,274.64
morﬁ;negrtizati on of long-term expenses to be 49 83.333.00 83.333.00
- nli??;ifseeasé)’f expenses to be amortized g, -38,504.38 -43,504.38
decr;;;)ease of accrued expenses (minus| g, 7,283,896.29 4,911,417.29
L0$I ;L(;n: e?rlr?poait So(f n::;fsg ﬁs, intangible assets and other 50 0.00 0.00
Loss on reglization of fixed assets 53 9,491.65
Financial expenses 54 42,155,405.82 42,114,778.54
Loss from investment (minus: earnings) 55 2,333,494.71 -3,601,156.24
debit(i:tr(:?ql)t items of deferred taxes (minus: 56 0.00
Decrease of inventory (minus. increase) 57 101,065,199.39 70,275,237.97
(minzﬁ;ec?seease) of  operational  receivables 5o -82,765,805.59 71,453502.92
decre'gscer)ease of operational payables (minus, gq -107,337,578.38 -74,075,191.17
Other 60
Net cash flow from operating activities 65 53,724,440.71 50,362,784.30
2. Investment and financing activities with no
reference to receipts and expendituresin cash:
Capital transferred from debts 66
Convertible bonds of the Company due in ong 67
year
Fixed assets under financing lease-in 68
3. Net increase of cash and cash equivalents:
Closing balance of cash 69 301,291,182.97| 227,730,344.79
Less: Beginning balance of cash 70 498,329,540.03 416,649,878.67,
Closing balance of cash equivalents 71
Less: Beginning balance of cash equivalents | 72
Net increase of cash and cash equivalents 73 -197,038,357.06 -188,919,533.88

Legal representative: Wang Qiang Principal in charge of accounting
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Satement of Detailson Provisionsfor Depreciation of Assets

Establishment unit: Shanghai Chlor-Alkali Chemical Co., Ltd. June 30,2005 Unit: RMB  Currency: Renminbi

Beginning

Item Line Increase Transferred out | Closing balance
balance
ég)?;a' of provision for bad 227,600,723.19 1,413,826.17 15564,166.46]  213,450,382.90
Indl.. Accounts 2 70,503,158.73 1,413,826.17 15,324,778.70 56,592,206.20
receivable
Other receivables 3 157,097,564.46) 230,387.76)  156,858,176.70)
2. Tota of provision for
depreciation of short-term| 4 2,000,000.00 0.00 2,000,000.00]
investment
Incl.; Stock investment 0.00 0.00 0.00)
Bond investment 0.00 0.00 0.00)
3. Totd of provison for - 33,549,378.83 27821027 647,499.43 33,180,089.67)
depreciation of inventories
Incl.: Commodity stocks 709,299.90 0.00 709,299.90
Raw materials 32,470,727.54 278,148.04 278,148.04 32,470,727.54
4. Total of provision for
depreciation of long-term| 10 13,290,000.00 0.00 13,290,000.00
investment
_Ind.: Long-term equity) ;) 13,290,000.00 0.00 13,290,000.00
investment
. Long-term claimg 0.00 0.00 0.00
Investment
5. Totd of provison for| . 66,977,306.14) 4,654,569.25 4,673,774.35 66,958,101.04
depreciation of fixed assets
_Incl: Houses — and 16,969,065.90 3,304.28 3,304.28 16,969,065.90
buildings
. Machinery 15 3,652,855.78 3,652,855.78) 3,662,775.34 3,642,936.22
equipment
6. Provision for depreciation ;¢ 77,092,759.75 77,092,759.75
of intangible assets
Incl.: Patent right 17 0.00 0.00
Trademark right | 18 0.00 0.00
7. Provision for depreciation o 7,692,115.00 7,692,115.00
of construction in progress
8. Provision for depreciation 20 0.00 0.00
of entrusted loan
9. Total 21 428,202,282.91 6,346,605.69 20,885,440.24)  413,663,448.36

Legal representative: Wang Qiang Principal in charge of accounting: Li Jun Head of accounting dep.: Li Ning Prepared by: Tang Xiaodong
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Shanghai Chlor-Alkali Chemical Co., Ltd.
Notes on 2005 | nterim Accounting Statements

1. Brief introduction to the Company:

Shanghai Chlor-Alkali Chemical Co., Ltd. (hereafter referred to as the "Company"), was
reorganized from Shanghai Chlor-Alkali General Plant approved by Shanghai Economic
Commission Hujingqi [1992] No. 307 filesin July 1992. Its B share was listed in market
on August 20, 1992, and A share was listed in market on November 13, 1992. Stock code:
A share: 600618; B share: 900908. Company's registration add.. 4747 Longwu Rd.,
Shanghailndustry of the Company: Chemical. Business scope: produce sodium hydroxide,
chlorine, fluorine, PVC and other chemical raw material and processed products,
chemical machinery and equipment, chemical products, auxiliary material, package
material, transportation, sell self-produced products (if necessary, operating as per
license).

2. Compiling method for the main accounting policy, accounting estimation
and consolidated accounting statements adopted by the Company:
1) Account system:
The Company executes the Enterprise Accounting Standard, Enterprise Accounting
System and their related supplementary provisions.

2) Fiscal year:
From Jan. 1 to Dec. 31 in Gregorian calendar.

3) Bookkeeping base currency
Adopt Renminbi as bookkeeping base currency.

4) Accounting basis and valuation principle:
Adopt accrual system as account keeping basis and historical cost as valuation principle.

5) Accounting method in foreign currency operations:
For the foreign currency operations use the Renminbi exchange price (middle price)
declared by the People's Bank of China at the date of business as the exchange rate to enter
into account with Renminbi. The balance of the foreign currency account at end of the
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period shall be adjusted according to the market exchange price (middle price) then. The
conversion difference of the special foreign currency loan account at end of the period,
should be capitalized in the period before the purchased fixed assets reach the scheduled
serviceable condition and attributed to the cost of construction in progress; the conversion
difference of other foreign currency accounts should be attributed to the financial expenses.
The conversion difference from the exchange of different currency should all be attributed
to the financial expenses.

6) Conversion of accounting statementsin foreign currency:

According to the Caihuizi (1995) No. 11 File "Notice on Printing and Distributing
'Provisional Regulations on Consolidated Accounting Statements™, except for the owner'
equity items (excluding items of undistributed profit) which shal be converted to
Renminbi in market exchange price at the time when those items occur, assets, liabilities
and profit and loss items shall be converted to Renminbi in market exchange price at the
settlement day of consolidated accounting statements. Difference from conversion of
foreign currency statements shall be listed alone in consolidated balance sheet.

7) Confirmation standard for cash equivalents:
Any investment with four conditions, short period mature within three months since
purchase date , strong liquidity, easy to be transferred to cash of given amount and small
risk in disturbance of values while compiling the cash flow statement, can be confirmed
as cash equivalents.

8) Accounting method for short-term investment:

(1) Vauation method for procurement:
The short-term investment should be valuated according to all the payment actually
disbursed when being acquired (after the cash divend which has been declared to be
dispensed but not drawn yet or the bond interest matured but not drawn yet) and the
related taxes. The short term investment acquired from the debtor to offset the debt
while in the reorganization of debts, should be valuated in the account according to the
book value of the claims receivable; the short term investment from the non-monetary
transactions should be valuated in the account according to the book value of the
transferred out assets.

(2) Appropriation of provision for depreciation of short-term investments:
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At end of interim period and end of the year, the provisions for depreciation of
short-term investment should be appropriated or adjusted according to the lower value
between cost and closing price.
The provision for loss from depreciation should be calculated and ascertained according
to nature of investment. If a short-term investment accounts for 10% or higher of the
total short-term investment, the provisions for loss of depreciation should be
appropriated with the individual investment as the basis.

(3) Confirmation of income from short-term investment:
For short-term investment the income should be confirmed while it is disposed. The
cash dividend and interest got during the period of holding it, should be used to offset
the cost of investment or related receivables.

9) Accounting method for bad account:

(1) Confirmation criteriafor bad account:
The receivable which is really unrecoverable after the legal discharge procedures because
of cancellation and bankruptcy of the debtor; the receivable which is really unrecoverable
because the debtor died and has neither heritage for discharge nor undertaker for
obligation; the receivable is really unrecoverable because the debtor does not refund the
debt after the time limit and there is clear evidence to prove this fact. All these kinds of
receivable can be written off under the authorization of the Company.

(2) Accounting method for bad debt loss:
Account with allowance method, estimate the bad debt loss using aging analysis method
and individual recognition method.

(3) Appropriation method for bad debt provision and appropriation ratio:
Accounts receivable: Except individual recognization, for others the provisions are
appropriated with aging analysis method:
Other receivables: The provisions are appropriated with individual recognization method.
The ratio for bad debt provision for accounts receivable appropriated with aging analysis
method:

Account age Appropriated ratio
Within one year 5%
1to 2 years 20%
2to 3years 50%

Over 3 years 100%
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10) Inventory accounting methods:
(1) Inventories are classified as:
Raw material and auxiliary material, packing, low cost and short lived articles, work in
progress, finished goods, cost variances of material, material purchase, commodity stocks
(including purchased goods in stock, self-made products, semi-manufactured goods),
material for entrusted processing, etc.
(2) The valuation method for procurement and sending out:

Except that the accessory material should be calculated as per plan price while being
acquired, others should be calculated as per actual cost. At end the month calculate the
cost difference to be amortized as per the plan cost of auxiliary material to converted
into actual cost. While the inventories are sent out, adopt weighted average method for
raw materials, and for finished goods valuate it with firts-in first-out method.

The inventories acquired from the the debtor to offset the debt while in the
reorganization of debts, should be valuated in the account according to the book value
of the claims receivable; the inventories from the non-monetary transactions should be
valuated in the account according to the book value of the transferred out assets.

(3) The amortization method for low cost and short lived articles and packages:
For low cost and short lived articles adopt one-off amortization method.
For packings adopt multi-time amortization method.

(4) Inventory system for stocks:

Adopt perpetual inventory system.

(5) Appropriation method of provision for depreciation of inventories:

At end of interim period and end of the year after making full census of the inventories,
appropriate or adjust the provision for depreciation of inventories according to the
lower between the cost of the inventories and the net realizable value.

The provision for depreciation of inventories should be appropriated according to

classified items of inventories.

11) Accounting method for long-term investment:
(1) Vauation method for procurement:
The long-term investment should be valuated according to its initial investment cost
while being procured, including the related taxes and handling charge. The equity
investment acquired from the the debtor to offset the debt while in the reorganization of
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debts, should be valuated in the account according to the book value of the claims
receivable; the equity investment from the non-monetary transactions should be valuated
in the account according to the book value of the transferred out assets.

(2) Accounting method for long-term equity investment:

For the investment with no control, no common control and no significant impacts on the invested
units, use cost method to calculate; for the investment with control, common control or significant
impacts on the invested units, use equity method to calculate.

When use equity method to calculate long-term equity investment and the initia
investment cost is higher than the equity investment difference confirmed by the net
assets shared in the invested unit, if the contract has specified the investment period make
amortization averagely during the investment period, if not, make amortization averagely
during 10 years. Difference of initial investment cost lower than the deserved share of net
assets of the invested unit shall be counted into the capital reserves (provision for equity
investment). Credit balance and difference from equity investment occurring before 2003
shall be amortized according to original regulations. Equity investment difference
happening at a second investment shall be disposed according to the Caihui [2004] No. 3
File.

(3) Accounting method for long-term claims investment:
At end of interim period and end of the year, appropriated the interests according to the
interest rate specified by the contract or the nominal rate of the bond, and amortize the
premium or discount of bond investment with straight line method.
If the appropriated interest cannot be returned in due time, stop the appropriation of the
interests and offset the original appropriated interests.

(4) Appropriation of provision for depreciation of long-term investment:
At end of interim period and end of the year according to the difference between the
estimated recoverable amount and the book value of the long-term investment,
appropriate the provision for depreciation of long-term investment.
The provision for depreciation of long-term investment should be calculated according to
the investment projectsindividually.

12) Accounting method for entrusted loan:
For the fund entrusting financial institution to lend out, the enterprise should enter to the
account as per actual entrusted loan amount. At end of the period, appropriate interest
receivable according to the interest rate specified in the entrusted loan contract. If the
appropriated interest cannot be returned in due time, stop the appropriation of the
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interests and offset the original appropriated interests.
At end of interim period and end of the year according to the difference by which the
reclaimable amount of entrusted loan is lower than the principal of loan, appropriate

provisions for depreciation of entrusted loans

13) Valuation and depreciation method of fixed assets:
(1) Definition of fixed assets:

Refer to the tangible assets held for producing commodities, rendering service, leasing or
making operating management, with one year or above of use life and with higher unit value.
(2) Classification of fixed assets:

House & building, machinery equipment, transportation device, other equipment.

(3) Vauation for procurement of fixed assets:

Make valuation according to actual cost during daily work.

The fixed assets acquired from the debtor to offset the debt while in the reorganization
of debts, should be valuated in the account according to the book value of the claims
receivable; the fixed assets from the non-monetary transactions should be valuated in
the account according to the book value of the transferred out assets.

The fixed assets rented through financing, should be entered in the account with the
lower value between the original book value at the day starting the assets renting and
present value of lowest payment for renting. If the assets rented through financing
accounts for 30% or lower of the total assets of the enterprise, use the lowest payment
for renting to enter in the account.

(4) For the depreciation of fixed assets use the composite life method to make appropriation
according to classification. Set the depreciation rate according to the classification of
fixed assets, expected life of use and expected net residual value rate.

Kind Expected life  Net residual value  Annual depreciation
Building construction 20-40 years 4 24 4.8

Machinery equipment 8 15years 4 6.4 12

Transportation device 8 years 4 12

Other equipment 5 10years 4 9.6 19.2

For repairing cost of fixed assets which conforms to the condition of capitalization,
adopt composite life method to make appropriation for depreciation separately in the
shorter period between the duration for two reparings and the remained use life of the
fixed assets. For expenditures for improvement of fixed assets rented in the mode of
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operating lease, adopt composite life method to make appropriation for depreciation
separately in the shorter period between the remained lease period and the period
during which the rented assets still can be used.

For fixed assets rented in the mode of financial leasing, if it can be reasonably
ascertained that the ownership of the leased assets can be acquired when the lease term
expires, make appropriation for depreciation in the usable life of the leased assets; if not,
make appropriation for depreciation in the short period between the lease term and the
usable life of the leased assets. For the renovation cost for fixed assets rented in through
financia leasing and meeting the condition of capitalization, use composite life method
to appropriate depreciation individually in the shortest period among the period
between two renovations, remained |ease term and serviceable life of the fixed assets.

(5) Appropriation of provision for depreciation of fixed assets:

At the end of the interim period and end of the year for the fixed assets with its
recoverable amount lower than book value because of the continual dropping of the
market price, technical obsolescence, entity damaging, long time unused and other
reasons, appropriate the provisions for depreciation of fixed assets according to the
difference between the recoverable amount and its book value.

Appropriate the provision for depreciation of fixed assets according to the individual
assets.

14) Accounting method for construction in progress:

(1) Vauation method for procurement:
Calculate the actual cost of the project according to the project classification. When the
constructed project reaches the scheduled serviceable condition, transfer the project to
fixed assets to make calculation. If the final account for completed project has not been
made, transfer the project according to the estimated value and after finishing the final
account for completed project make adjustment on it.

(2) Appropriation of provision for depreciation of construction in progress.
At end of the interim period and end of the year for the construction which has stopped
for long time and is estimated to be not restarted within three years, or which is of
out-of-date performance and technique and shall bring severe uncertainty to the
enterprise's economic benefit, appropriate the provision for depreciation of the
construction in progress.

Appropriate the provision for depreciation of construction in progress according to the
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individual construction.

15) Accounting method for intangible assets:
(1) Valuation method for procurement:
Enter the actual cost in procurement into the account.
The intangible assets acquired from the debtor to offset the debt while in the
reorganization of debts, should be valuated in the account according to the book value
of the clams receivable; the intangible assets from the non-monetary transactions
should be valuated in the account according to the book value of the assets transferred
out.
(2) Amortization method:
Adopt straight line method. If in the related contract and the law only one has specified
the beneficial age limit or effective age limit, make amortization averagely in the
period not exceeding the specified age limit; if both have specified the age limit, make
amortization averagely according to the lower age limit; if both have not specified the
age limit, make amortization averagely during the period less than 10 years.
(3) Appropriation of provision for depreciation of intangible assets:
At the end of interim period and end of the year for the intangible assets with its market
price greatly falling and profitability suffering from severe adverse impact and its
falling price estimated not recoverable because of replacement by new technology,
appropriate the provisions for depreciation of intangible assets according to the
difference by which the recoverable amount lower than its book value.
Appropriate the provision for depreciation of intangible assets according to the
individual assets.

16) Amortization method for long-termsfeesto be amortized:

1 Amortization of initial cost:

Listed in full into gain and loss in the month while starting the production operation.

2 Amortization for amortization of long-term expenses to be amortized:

Amortized in the beneficial period, in which:

The rent prepaid for the fixed assets rented in for operation, shoud be amortized
averagely during the period specified in the |ease agreement.

17) Borrowing cost:
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(1) The confirmation principle for capitalization of borrowing cost:

The auxiliary expenses for special loan should be capitalized before the purchased or
constructed assets reaching serviceable condition, if with small amount, should be listed into
the current profit and loss.

The amortization for the interest, premium and discount of special loan and the
capitalization of exchange difference should meet the following three conditions at the same
time: the expenditure for assets has occurred, the borrowing cost has occurred, and the
purchase or construction activities for the assets reacing serviceable condition has started.

When the project for purchase and construction of assets has been adnormaly
interrupted continuously for three months or over, the capitalization of borrowing cost should
be ceased temporarily. After the project for purchase and construction of assets reaches the
serviceable condition, the capitalization of borrowing cost should be stoped.

When part of the project for purchase and construction of assets has been completed
respectively and can be used individually, the capitalization for the borrowing cost for that
part of assets should be stopped.

The borrowing cost for ordinary loan and the borrowing cost for the specia loan not
meeting the requirements of capitalization, should be al listed into the profit and loss of
current period.

(2) The period for capitalization of borrowing cost:

Calculate the capitalized amount of the borrowing cost according to quarter.

(3) Method for ascertaining the capitalized amount of the borrowing cost of special
loan:

Capitalized amount for interest in each accounting period = Weighted average number
of accumulated outlay for purchased and constructed fixed assets until end of the period X
Weighted average interest rate of the loan

Let the capitalized auxiliary expenses and exchange difference capitalized directly

according to actual amount.

18) Estimated liabilities:
If the obligation related to the contingent matters meets the following conditions at the
same time, the Company shall listed it as estimated liabilities:

(1) Thisobligation is the current obligation assumed by the enterprise.

(2) The performance of this obligation possibly causes economic interest flowing out from
the enterprise;
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(3) The amount of this obligation can be measured reliably.

19) Principle of revenue recognition:

(1) Merchandising:
When the Company has transferred the important risks and rewards of the property
right of the goods to the purchaser, the Company will no longer exercise continual
management power and actual control power, the economic interest related to
transactions can flow into the enterprise and the related revenue and cost can be
measured reliably, the business income can be deemed as being realized.

(2) Rendering of service:
If the service is started and finished in a same year, when the service has already been
provided, the payment or the proof for receiving the goods has bee procured, the
revenue for the service can be deemed as being realized. If the service is started and
finished in different accounting year and the result of the service provided can be
estimated reliably, the related service income can be recognized according to
completion percentage method at the date of balance sheet.

(3) Acquisition of use right of assets:
When the economic interest related to the transaction can flow into the enterprise and
the received amount can be reliably measured, the income can be recognized according
to the provisions in the contract or agreement.

20) Accounting process for income tax:
Adopt the method of tax payable.

(21) Compilation method for consolidated accounting statements:

(1) The consolidated accounting statements should be prepared according to the Provisiona
Regulations on Consolidated Accounting Statements and related files and with the
individual accounting statements of the parent company and the subsidiaries incorperated
into consolidated range and other information as the basis. But the subsidiaries in specia
industry and with small scale, if meeting the requirements in the (1996) No. 2 File of the
Ministry of Finance, the Reply on the requesting for the Range of Consolidated
Accounting Statements, should not be consolidated. While making consolidation, make
offsetting to the internal equity investments and the owner's equity in the subsidiary,
internal income from investments and the allocation of profits in the subsidiary, interna
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transactions and internal claims and debts, and make adjustment to the consolidated
surplus reserves. Partnership enterprises are not consolidated into the statements.

(2) The accounting policies and accounting processes of the parent company and the
subsidiaries have no significant difference.

3. Tax items:

1) The Company's main tax categories and tax rate:

Tax category tax rate

Value added tax 13%, 17%

Business tax 3 ,5%

Income tax 15%, 33%
2) Tax relief:

Approved by the Hukehe (2002) No. 009 File "Notice on Approving Second Batch of
Shangha High & New Technology Enterprises in 2002" by Shanghai Scientific and
Technical Committee, the Company can enjoy favorable income tax rate of 15% as a
Shanghai High & New Technology Enterprise.

Its subsidiary Shanghai Tianyuan Materia Circulation Co., Ltd., based on
Baoshuichenzi No. 2031029 File of Baoshan Sub-bureau of Shanghai Local Tax Bureau,
was exempted from income tax from 2001 to 2002, and paid income tax in half of tax
rate, i.e., 15%, from 2003 to 2004.

4. Controlled subsidiaries and partnership enterprises:

1) All the subsidiaries and partnership enterprises controlled by the Company and the
consolidated range:

(Unit: RMB'0000)

Full name of invested unit Busi Registered Business Actua Controlled Equity ratio If Remark
ness capital scope invested equity ratio of in cons
natur amount of parent consolidated olida
e parent company range ted
company
Shanghai Chlor-Alkali Chemical Trade | Com 10,000.00 Chemical 9,000.00 0 0 Yes
Co,, Ltd. merc trade
e
Suzhou Gusu Economic Development | Com 1,000.00 Parking lot 800.00 80 80 Yes
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General Company merc
e
Suzhou Bagji Bridge Parking Lot for | Serv 74.30 Parking lot 100 Yes
Tourist Car (Note 1) ice
Shanghai  Tianyuan (Group) High | Indu 3,200.00 Chemical 2,880.00 90 90 No
Molecular Materia Co., Ltd. stry product
Shanghai Jinyuan Tap Water Co., Ltd. Indu 900.00 Tap water 77.78 Yes
stry
Shanghai DaKai Plastics Co., Ltd. Indu 4,347.76 Plastic 3,912.98 0 0 Yes
stry products
Shanghai Huahong Guanlang Co., Ltd. Indu 4,000.00 Pipeline 2,800.00 70 70 Yes
stry transportation
Shanghai Xintianyuan Chemical | Serv 2,940.00 Storage & 1,700 57.82% 82.99 Yes
Logistics Co., Ltd. ice transportation
Shanghai Luwei Plastics Co., Ltd. Indu 4,351.00 Chemical 2,175.50 50 50 No Partners
stry product hip
enterpri
se

Note 1: The Company's subsidiary Suzhou Gusu Economic Development General Company makes 100% investment in

Suzhou Baji Bridge Parking Lot for Tourist Car.

2) Subsidiaries not included in the range of the consolidated accounting statements:

(1) Thereistotally one subsidiary not consolidated into accounting statements this year. For
details, see above Note 4 1).

(2) The reason is that, the total assets, total sales revenue and net profit of current period of
this subsidiary accounting for less than 10% of the total assets and sales revenue of the
parent company and the subsidiary and the net profit of parent company.

(3) Impacts on financial status and operation results:

The total assets of the subsidiaries not consolidated into the accounting statements is
RMB 32,000,000.00, accounting for 0.61% of the total assets of the parent company and
the subsidiaries.

3) Change of the range of consolidated statement in thisyear:
(1) Compared with last year, a new unit is added into the consolidation range, the reason is:
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Shanghai Xintianyuan Chemica Logistics Co., Ltd.: The Company has increased its

investment to it, so this subsidiary is consolidated into the accounting statements.

(2) Compared with last year, consolidation range has reduced by two units in this year, the

reasonis:

A. Shangha Additive Factory Co., Ltd.: The Company has transferred its 85.13% equity
interest to Shanghai Tianyuan (Group) Co., Ltd. (For details, see the Company's

announcement on Dec. 29, 2004.)
B. Shangha Tian Chemical Co., Ltd.: Its lega personality has been cancelled. (For

details, see the Company's announcement on Dec. 29, 2004.)

5. Notes to main items of the consolidated accounting statements (If not
specially indicated the unit should be RMB, and if not indicated as the
data at beginning of the year the data should be at end of the year):

1) Monetary capital
Item
Cash
Bank deposit
Other
monetary capitals
Total
Incl.:
Uss$
Converted exchange rate
Renminbi converted
Japanese yen
Converted exchange rate
Renminbi converted
Hongkong dollar
Converted exchange rate

Renminbi converted

Closing balance
38,040.99

301,253,141.98

301,291,182.97

76,694,731.84
8.2765
63,685,448.07
546,940.00
0.076696
41,948.11

Beginning balance

109,006.73
498,220,533.30

498,329,540.03

2,263,053.35
8.2765
18,730,161.05
216,451.00
0.079701
17,251.36

The closing balance of monetary fund has decreased by RMB 197,038,357.06 or 39.54%
than the beginning balance. The reason is mainly because the Company increased assets

investment and construction in progress, also increased the cash outflow.
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2) Short-term investment and provisionsfor depreciation of short-term investment:

Item

Closing balance

Beginning balance

Depreciation Depreciation
Book balance provision Book balance provision
Other short-term investment 5,000,000.00 2,000,000.00 5,000,000.00 2,000,000.00

Other short-term investments are all the entrusted loan due in one year:

Name of entrusted unit Principal I nterest Appropriated

depreciation

provision

Guoxin Industry (entrusted loan from China 2,000,000.00 --- 2,000,000.00
Construction Bank No. 4 Branch)

Shanghai Tianyuan Group Shengde Plastic 3,000,000.00 --- ——-

Yangzhou Co., Ltd. (Shen Development Bank

Shanghai Bund Branch entrusted |oan)

3) Notesreceivable:

Beginning balance

Kind Closing balance

Bank acceptance 85,198,862.67
Commercial

acceptance 30,605,857.00

Total 115,804,719.67

4) Accountsreceivable:

(1) Aging analysis:
Closing balance
Account Appropriate
Ratioin
age Book balance dratio for
the total
bad debt
amount
provision
Within 1

year 239,067,625.59  65.42% 5.00%

100,293,484.73
52,476,981.54
152,770,466.27
Beginning balance
Bad debt Appropriate Bad debt
Ratioin
provision Book balance dratio for provision
the total
bad debt
amount
provision
7,189,563.74  116,345,562.85 49.19% 5.00% 5,818,498.13
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1-2 years 72,200,840.41 19.76%

2-3years 28,267,805.32  7.73%

20.00% 15,636,383.05

50.00% 13,440,649.84

66,540,719.01 28.12%

18,065,377.91 7.64%

20.00%  15,636,583.05

50.00%  13,440,649.84

Over 3
years 25,917,078.13 7.09% 100.00% 20,564,997.32 35,607,427.71 15.05% 100.00% 35,607,427.71
Total 365,453,349.45 100.00% ---  56,831,593.95 236,559,087.48 100.00% ---  70,503,158.73

(2) The total amount of the first 5 accounts receivables is RMB 154,040,611.33, accounting for
42.15%% of the total accounts receivables.

(3) Notes on the appropriated bad debt provision in full or in 40% and higher except the bad

debt provision appropriated as per account age according to the Company's accounting

policy, as of the end of the period:

Name of the unit with arrearage Amount in arrear Amount Reason
appropriated

Shanghai Lingguang Industry Co., Ltd. | 4,128,372.72 4,054,374.23 Expected difficult to
reclaim

Shanghai Peiling Development Co., Ltd. | 2,065,547.98 2,065,547.98 Expected difficult to
reclaim

Shaoxing Xinyuan Chemical Material 2,102,513.90 2,102,513.90 Expected difficult to
Co., Ltd. reclaim

Shanghai Nansheng Sino-foreign 1,600,000.00 1,600,000.00 Expected difficult to
Enterprise Fine Products Industrial reclam

Company

Shanghai Industrial Plastic Products Co., 2,290,762.16 2,290,762.16 Expected difficult to
Ltd. reclam

Shanghai Mingguang Communication 2,538,018.00 2,538,018.00 Expected difficult to
Electromechanical Industry Co., Ltd. reclaim

Shanghai Xinyao Hardware & Tools Co., 110,273.00 109,414.95 Expected difficult to
Ltd. reclaim

Shanghai Resin Factory Co., Ltd. 4,242,437.41 3,979,540.52 Expected difficult to

reclaimin full
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(4) Accounts receivable actually written off in current period:

Name of the unit with arrearage

Nature

Written-off

Written-off

Whether

amount

reason

involved with
associative

transactions

53 units in arrearage lower than
RMB 50,000

Payment
for goods

904,062.33

Business
license
withdrawn
company

canceled

No

50 units in arrearage from RMB
50,000 to RMB 500,000

Payment

for goods

6,839,459.73

Business
license
withdrawn
company

canceled

No

6 units in arrearage over RMB
500,000

Payment
for goods

7,041,908.32

Business
license
withdrawn
company

canceled

No

(5) For the accounts receivable at end of the year the shareholders holding 5% or above of
the total share capital of the Company owes RMB 3,689,000 to the Company. For details

seeNote 7 3) (2) C.

5) Other receivables:
(1) Aging analysis:

Closing balance

Beginning balance

Ratioin Ratioin
Bad debt
Account the total Bad debt the total
provision
age Book balance  amount provision Book balance  amount
Appropriat
Ratio  edratio Ratio
Within 1 39,835,623.30  7.69% 17.49 17,083,311.94  3.44%
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year
1-2 years 622,951.16 0.12%
2-3years 22,813,185.94 4.41%
Over 3
years 454,447,987.85 87.78%
Total 517,719,748.25 100.00%

- 1,911,923.39 0.38% 9,714.00
- 28,877,118.72 5.81%
--- 156,858,176.70 _449,209,189.96 90.37% --- 156,885,678.24
--- 156,858,194.19 _497,081,544.01 100.00% --- 157,097,564.46

(2) The total amount of the first 5 other receivables is RMB 385,114,210.96, accounting for
74.39% of the total of other receivables.

(3) Notes for the provisions for bad debts in the ratio of 40% or above or in full as of the end

of the year:

Chongming Processing Unit 1,400,000.00 | 100 Account age over 3 years, expected
unreclaimable

Guoxin Industry Entrusted Unit 286,110.00 100 Account age over 3 years, expected
unreclaimable

Wu County Muxie Cement Mill 728,640.00 100 Account age over 3 years, expected
unreclaimable

Yangpu Lexin Industry Co., Ltd. 39,344,205.00 | 100 Account age over 3 years, expected
unreclaimable

Zhongjian Red Estate Tianling | 1,330,460.24 | 100 Account age over 3 years, expected

Company unreclaimable

L aide Automobile Company 1,257,371.88 | 100 Account age over 3 years, expected
unreclaimable

Shanghai Baishigao Plastic Co., Ltd. 13,466,218.25 | 100 Account age over 3 years, expected
unreclaimable

L eanda guarantee 21,934,405.00 | 100 Account age over 3 years, expected
unreclaimable

Leandaloan 12,000,581.67 | 100% Account age over 3 years, expected

unreclaimable

-49-



2005 Haf Annual Report
(4) Other receivables with bigger amount:
Name of the unit with arrearage Amount Nature or content If associated
Shanghai Tianyuan (Group) Co., Ltd. 313,111,427.72 | Assets transfer or | Yes
mutual deal

Yangpu Lexin Industry Co., Ltd. 39,344,205.00 Mutual deal | Yes

Shanghai Baishigao Plastic Co., Ltd. 13,520,523.31 Mutual deal | Yes

Pacific Biological High-tech Co., Ltd. 15,600,000.00 Mutual dead | Yes

(5) For other receivables at end of the year the shareholders holding 5% or above of the total
share capital of the Company owes RMB 313,111,400 to the Company. For details see

Note7 3) (2) C.

6) Accounts paid in advance:

Aging analysis:
Closing balance Beginning balance
Ratio in the Reason for Ratio in the total
Account age Amount total amount  unreclaiming Amount amount
Within 1 -
year 51,492,565.09 99.67% 56,551,879.90 99.08%
1-2 years 3,633.56 0.01% - 359,338.13 0.63%
2-3 years
Over 3 -
years 164,408.35 0.32% 164,408.35 0.29%
Total 51,660,607.00 100.00% 57,075,626.38 100.00%

7) Inventories and depreciation provision for inventories:

Closing balance

Beginning balance

Item Depreciation Depreciation
Book balance provision Book balance provision
Raw material 247,521,634.44 32,192,579.50 283,228,408.50 32,419,408.14
Work-in-proces
s 83,566,661.43 146,489,559.76

Finished goods
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Packing

Low cost and
short lived
articles
Commodity
stocks
Semi-finished
goods self
made

Material
purchasing

Total

4,019,091.04

76,524,768.12

-789,232.65

410,842,922.38

987,510.17

33,180,089.67

3,995,852.16

356,249.90

105,114,548.70

518,054.08

27,031,070.32

566,733,743.42

141,402.39

987,510.17

1,058.13

33,549,378.83

1. For the closing balance of inventories appropriate the provision for depreciation of

inventories according to the difference by which the cost is higher than the net

realizable value; the base for setting the net realizable is: market price of inventories
lessrelated tax.

8) Expensesto be amortized:

Kind

Insurance

Leasing fee

Other
Total

9) Long-term investment:

[tem

Reason of closing

Amount

amortized in
Beginning current Closing
balance Increase period balance
259,727.05 2,511,486.66 2,720,852.42 50,361.29
5,000.00 -- 5,000.00 --
6,660.00 - 1,340.00 5,320.00
271,387.05 2511,486.66 2,727,192.42 55,681.29

Closing balance
Depreciation
Amount provision
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Long-term equity
investment 774,752,107.23
Long-term claims

investment 1,000,000.00

Tota 775,752,107.23

(1) Long-term equity investment:
A. Stock investment:

Name of invested company Kind of share

Shanghai Lingguang Industry Legal person

Co., Ltd. share

Shanghai Longtou (Group) Legal person

Co., Ltd. share

Shanghai No. 1 Foodstuff Legal person

Co., Ltd. share
Legal person
Bailian Group Co., Ltd. share

Shanghai  Jiabao Industry Legal person

Co., Ltd. share

Shanghai Tyre & Rubber Co., Legal person

Ltd. share

Legal person

Shanghai White Cat Co., Ltd. share

Legal person

Shanghai Shenda Co., Ltd. share

ST Shanghai Fenhua (Group) Legal person

Co., Ltd. share

China Textile Machinery Co., Legal person

Ltd. share

Shanghai Petrochemical Co., Legal person

Ltd. share

Shanghai Electric Appliance Legal person

Co., Ltd. share

13,290,000.00 696,748,671.81 13,290,000.00

=== 1,000,000.00 ===

13,290,000.00 697,748,671.81 13,290,000.00

Number of Retiointhe  Initial investment Depreciation
Book balance

share  registered capital of cost provision

invested company

819,720 <1 824,934.00 824,934.00
720,000 <1 2,400,000.00 2,400,000.00
1,443,226 <1 1,360,896.00 1,360,896.00
1,443,484 <1 3,956,230.00 3,956,230.00
1,497,600 <1 3,992,000.00 3,992,000.00
143,000 <1 690,000.00  690,000.00
1,452,000 <1 6,002,000.00 6,002,000.00
290,400 <1 636,800.00 636,800.00
475,200 <1 1,789,797.60 1,789,797.60
858,000 <1 2,095,000.00 2,095,000.00
300,000 <1 900,000.00  900,000.00
240,000 <1 920,000.00  920,000.00
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ST Shanghai Wingsung Data Legal person

Co., Ltd. share
Shanghai Sanjiu Legal person
Development Co., Ltd. share

Shen & Wanguo Securities Legal person
Co., Ltd. share

Shanghai Oriental Pearl Co., Legal person

Ltd. share
Legal person
Shanghai Aijian Co., Ltd. share

Shanghai  Sanaifu ~ New Legal person
Material Co., Ltd. share
Shanghai Jinjiang Tower Co., Legal person
Ltd. share
Legal person

Shanghai Shenneng Co., Ltd. share

Legal person
Haitong Securities Co., Ltd. share

Legal person
Shanghai Jinling Co., Ltd. share

Shanghai Narcissus Electric Legal person
Appliance Co., Ltd. share
Shanghai Hongshen Science

& Technology Development Legal person

Co., Ltd. share
Shanghai Baoding Legal person
Investment Co., Ltd. share
Legal person
Bank of Communications share

Tianjin  Tiannu ChemicalLegal person

Group Co., Ltd. share

Total

547,515

166,980

1,760,000

1,680,000

833,354

343,217

418,176

300,000

14,583,335

5,346,619

2,640,000

1,452,000

62,500

80,140

40,006,466
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<1

<1

<1

<1

<1

<1

<1

<1

<1

11

113

147

<1

<1

2,276,100.00 2,276,100.00

375,800.00 375,800.00

1,250,000.00 1,250,000.00

5,300,000.00 5,300,000.00

3,033,600.00 3,033,600.00

360,000.00  360,000.00

1,130,400.00 1,130,400.00

560,000.00  560,000.00

10,200,000.00 10,200,000.00

4,705,200.00 4,705,200.00

9,440,000.00 9,440,000.00

2,637,040.00 2,637,040.00

62,500.00 62,500.00

99,373.00 0.00

239,957.55 239,957.55

67,237,628.15 67,138,255.15

9,440,000.

9,440,000.

00
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B. Other equity investment:
A) Equity investment calculated with cost method:

Ratio in the
registered
Period of capital of Closing balance on
Name of invested unit investment invested unit  Beginning balance Increase or decrease account
Bayer (China) Polymer Co., Ltd. 2002-2052 10%  119,515,400.23 119,515,400.23
Shanghai Chemical Industry
General Company 1997-unlimited 20% 10,000,000.00 -—- 10,000,000.00
Tiandi Chlor-Alkali Chemical
Co.,, Ltd. 1993--- 1,400,000.00 1,400,000.00
Shanghai Management
Mansion 100,000.00 100,000.00
Shanghai  Electronic Materia
Development Company --- 100,000.00 --- 100,000.00
Shanghai Enterprise
Management Association -—- 50,000.00 -—- 50,000.00
Shanghai Cultural
Development Foundation 10% 2,000,000.00 --- 2,000,000.00
Electrization United Factory 200,000.00 200,000.00
Shanghai Changjiang Insurance
Broker Co., Ltd. 10% 1,500,000.00 1,500,000.00
Shanghai Lianheng Isocyanic
Acid Grease Co., Ltd. 15% 62,982,697.00 27,992,310.00 90,975,007.00
Shanghai Le Kai International
Trading Co., Ltd. 16.53% 1,703,051.90 -395,900.00 1,307,151.90
Suzhou  Tianyuan  Materia
Circulation Co., Ltd. 15.00% 1,489,878.00 1,489,878.00
Suzhou Dongchuang Electron
Co.,, Ltd. 9.40% 1,880,000.00 --- 1,880,000.00
Total 202,921,027.13 27,596,410.00- 230,517,437.13

B) Equity investment to subsidiary calculated with equity method

Name of invested unit Invest Ratiointhe Beginning Increase or decrease of equity in current period
ment registered baance Total _increase or Incl.: Investment Affirm gain and Bala Shared
period  capital of decrease cost loss nce profit
invested unit amo
rtiza

Tianyuan Group  High Molecular

Material Co., Ltd. 2000 90%  28,800,000.00

Shanghai Tianzhu Chemical Co., Ltd. - 70% 2,287,405.20 -2,287,405.20 -2,287,405.20

-54-

Closing balance

Initial anount  Accumulated

equity increase

or decrease

28,800,000.00

Book b

28,800,0(
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Shanghai Rongda Storage &
Transportation Company 100% 658,711.21 -658,711.21 -658,711.21
Shanghai  Xintianyuan ~ Chemical
Transportation Company 2004- 60% e 760,183.39 760,183.39 o - 648,000.00 112,183.39 760,1¢
Total 31,746,116.41 -2,185,933.02 -2,185,933.02 0.00 0.00 0.00 29,448,000.00 112,183.39 29,560,1¢

C) Equity investment to associative enterprises cal culated with equity method

Name of invested unit

Shanghai  Chlor-Alkali  Chemical
Real Estate Development Company
Shanghai Tianyuan Materia
Circulation Co., Ltd.

Shanghai  Engineering  Chemistry

Designing Institute Co., Ltd.

Shanghai Herklis Chemical Co., Ltd.
Shanghai Luwei Plastics Co., Ltd.
Shanghai Yantuo Computer
Investment Co., Ltd.

Shanghai Huasheng Chemical Co.,
Ltd.

West Ningxia PVC Co., Ltd.
Information

Beijing Yinzhao

Technology Co., Ltd.

Shanghai  Hensmai  Polyurethane

Co., Ltd.

Wu County Tianyuan Slaked Lime

Plant
Shanghai  Tianyuan International

Transport Co., Ltd.

Investment

period

1993-not

specified

2002-2032

1999-2019

1994-2044

1993-2022

2001-2011

2003-

2003-2023

2004.2-2024.2

2003-2053

2002-

1997 2012

Shanghai Tiantai Addition Agent 2004.7-2054.7

Ratio in the

registered

capital of

invested unit

49%

47.92%

48.57%

40%

50%

44%

30%

67%

30%

45%

30%

44%

Beginning

balance

7,995,800.43

10,331,999.94

12,551,612.90

15,216,578.88

11,814,470.87

1,005,043.94

154,000,000.00

83,712,546.00

1,006,910.60

66,338,227.21

2,268,589.08

9,345,935.58

8,799,039.17
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Total increase Incl.: Investment

Increase or decrease of equity in current period

or decrease

235,582.76

-2,763,135.66

1,010,147.57

-1,764,482.31

-729,876.23

39,160,000.00  39,160,000.00

29,482,548.30  29,482,548.30

-961,760.13

-842,450.00

89,255.76

391,989.47

Closing balance

Affirmgain Balance Shared profit Initial amount Accumulated B

andloss  amortizati equity increase or
on decrease
235,582.76 -~ 15,000,000.00 -6,768,616.81
-2,763,135.66 -~ 12,962,500.00 -5,393,635.72
1,010,147.57 - - 10,200,000.00 3,361,760.47
-1,764,482.31 - 21,869,01500 -8416,918.43
-729,876.24 - - 21,648,112.50 -10,563,517.87
-35,506.45 1,000,000.00 -30,462.51
--- 154,000,000.00  39,160,000.00
-~ 83712,546.00
1,000,000.00 6,910.60
- 66,338,227.21  29,482,548.30
48,934.36 -~ -168,244.49 2,179,932.68 -873,103.73
122,622.64 -~ -33366.88  15504,000.00  -6,068,808.66
8,800,000.00
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Co., Ltd. 391,989.47 391,028.64
Shanghai  Xintianyuan Chemical
Logistics Co., Ltd. 49.50% 5,576,056.41 -5,576,056.41 -4,900,000.00 -676,056.41 4,900,000.00  -4,900,000.00
Shanghai  Dangerous  Chemicals
Dealing Co., Ltd. 15 years 28% 2,039,920.63 e e e 1,960,000.00 79,920.63
Total 392,002,731.64 58,538,706.66 _ 62,900,098.30 -4,159,772.26 _ -—-_-201611.37 421,074,333.39 _29,467,104.92
(2) Long-term claims investment:
Other claimsinvestment:
Invested unit Initial Annual Maturedate | Beginning Interest in | Accumulated | Closing Depreciation
investment interest balance this year receivable balance provision
cost rate
South  Risk-free | 1,000,000.00 | --- 1,000,000.00 | --- 1,000,000.00 | ---
Value-added Fund
(3) Depreciation provision for long-term investment:
Depreciation provision for long-term equity investment:
Beginning
Name of invested unit balance  Increase Decrease Closing balance Remark
Electrization United Factory 200,000.00 -- --- 200,000.00 Expected unreclaimable
Tiandi Chlor-Alkali Chemical Assigned investment, no
Co., Ltd. 1,400,000.00 1,400,000.00 profit returned
Shanghai M anagement Assigned investment, no
Mansion 100,000.00 - 100,000.00 profit returned
Shanghai Electronic Materia Assigned investment, no
Development Company 100,000.00 - 100,000.00 profit returned
Shanghai Enterprise Assigned investment, no
Management Association 50,000.00 50,000.00 profit returned
Shanghai Cultura Assigned investment, no
Development Foundation 2,000,000.00 - 2,000,000.00 profit returned
Shanghai Narcissus Electric Negative net assets of the
Appliance Co., Ltd. 9,440,000.00 o 9,440,000.00 company
Total 13,290,000.00 - ---  13,290,000.00
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(4) Equity investment difference with price variance consolidated:

Name of invested unit Initial amount

Shanghai Chlor-Alkali
Chemical Trade Co., Ltd.
Shanghai  Addition Agent
Factory

Shanghas Da Ka Plastics
Co., Ltd.

Shanghai Tianyuan Chemical
Co., Ltd.

Total 27,172,691.75

Cause

1,510,901.67 Investment before 2003

11,553,688.90 |nvestment before 2003

-4,700,821.98 Investment before 2003

18,808,923.16 Investment before 2003

Amortization

period

2000-2010

2001-2011

2003-2013

2002-2012

Beginning Amount amortized in Amortized
balance current period amount
755,450.83 755,450.83
5,414,777.84 5,414,777.84 0.00
-3,760,657.58 -3,760,657.58
431,597.39 431,597.39 0.00
2,841,168.48 5,846,375.23 -3,005,206.75

(5) The closing balance of long-term investment has increased by RMB 78,003,435.42 or
11.18% than the balance at beginning of the year, the reason for the increase is: the
Company increased the investment to Shanghai Huasheng Chemical Co., Ltd.,
Shanghai Lianheng Isocyanic Acid Grease Co.,

Polyurethane Co., Ltd. in this year.

10) Original value of fixed assets and accumulated depreciation:

(1) Original price of fixed assets:

Kind Beginning balance

of original value
955,603,937.38

2,982,096,132.73
86,162,239.71
352,382,697.85

House & building
Machinery equipment
Transportation device

Other equipment

Total 4,376,245,007.67

Increase

74,518,465.91
261,644,392.44
6,388,486.34
1,530,318.83

344,081,663.52

Ltd. and Shangha Hensmai

Decrease Closing balance of
original value

151,324,770.05 878,797,633.24
233,553,434.43  3,010,187,090.74
7,877,930.53 84,672,795.52
2,583,304.99 351,329,711.69
395,339,440.00  4.324.987.231.19

Including: Transfer RMB 33,865008.31 from construction in progress to original value of

fixed assetsin this year.

For information on pledged or guaranteed fixed assets at end of the year, see Note 9 3).

(2) Accumulated depreciation:

Kind Beginning

Increase

Appropriated in

Decrease (Note)

Closing balance

-57-
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balance current period

House & building  345,748,754.97  14,595,925.45 12,023,200.28 44,768,086.64  327,599,794.06
Machinery

equipment 1,809,235,970.65 82,929,048.73  104,013,571.97 109,573,975.96  1,889,487,940.85

Transportation

device 57,787,554.66  3,284,394.79 2,837,942.71 4,991,512.59 58,918,379.57

Other equipment 250,349,861.12 299,429.15 10,796,934.07 2479,133.95  258,967,090.39

Total 2,463,122,141.40 101,108,798.12 129.671.649.03 161,812,709.14  2,534,973,204.87

(3) Provision for depreciation of fixed assets:

Kind

House & building

Machinery
equipment
Transportation
device

Other equipment

Totd

Beginning Increase Decrease Closing balance Cause for appropriation
balance
16,969,065.90 3,304.28 16,969,065.90Reclaimable amount lower
3,304.28 than book value
49,317,767.02 4,660,550.51 49,308,481.48Reclaimable amount lower
4,651,264.97 than book value
419,334.39 9,919.56 409,414.83Reclaimable amount lower
- than book value
271,138.83 271,138.83Reclaimable amount lower
- - than book value
66,977,306.14 4,654569.25  4,673,774.35 66,958,101.04

(4) Fixed assets fully depreciated but still in service at end of the period:

Kind

House & building
Machinery
equipment

Transportation
device
Other
Total

11) Engineering material:

-58 -

Original book value  Accumulated Net book value
depreciation
27,193,222.11 26,416,211.70 777,010.41
828,930,439.91 796,762,259.00 32,168,180.91
34,877,324.73 33,520,655.13 1,356,669.60
67,479,022.16 64,943,474.57 2,535,547.59
958,480,008.91 921,642,600.40 36,837,408.51
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Kind Closing balance Beginning balance
Special material 312,676.01 173,435.51
Specia equipment 62,450.15 62,450.15
Advance payment for major equipment 27,537,559.63 36,843,276.65
Total 27,912,685.79 37,079,162.31
12) Construction in progress:
1 Decrease in current period
Project name Budget Beginning balance Increase Transferred to fixed Other decrease  Closing balance  Fund resources  Ratio of
amount assets engineering
(Unit: investment in
RMB'0000) budget
Technical renovation of 3,277,987.99 790,000.01- 4,067,988.00
rectifier unit 395 Self-raised
Modification work for 3,060 7,692,115.00 7,692,115.00 25%
cracking furnace Self-raised
Participated employee housing 2,492 4,317,078.19 4,317,078.19 17%
project Self-raised
Scientific research & technica 12,546 44,897,071.72 15,615,014.02 3,405,272.22 57,106,813.52 46%
renovation project Self-raised
Reset project for discarded 1,856 7,901,921.79 5,818,911.03 6,992,988.41 6,727,844.41 36%
part of electrization plant Self-raised
93,730,681.81 36,539,209.70 130,269,891.52 Self-raised and 81%
Huahong Guanlang project loan
70,000 tons of PV C specific 68,622 619,968,624.77 74,004,787.77 693,973,412.54 Self-raised and
resin loan
Reset project for discarded 1,379 16,341,030.80 1,072,780.58 14,223,887.74 3,189,923.64
part of PVC plant Self-raised
Expanding of PVC paste resin 3,822 33,319,463.12 2,588,272.65 35,907,735.77 Self-raised and 94%
device loan
Other small projects - 35,067,660.43 34,401,169.45 9,242,859.94  1,533,305.90 58,692,664.04  Self-raised
Total 866,513,635.62 170,830,145.22 33,865,008.31  1,533,305.90 1,001,945,466.63

-59-
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(2) Amount of capitalization of interest:

Project name Transferred to Other Closing balance
fixed assetsin decrease
Beginning balance Increase current period
Expanding of PVC pasteresin 1,302,756.73 508,725.37 1,811,482.10
device
70,000 tons of PV C specific 33,670,604.95 - 33,670,604.95
resin
Huahong Guanlang project 1,430,893.70 2,099,743.00 3,530,636.70
Total 36,404,255.38 2,608,468.37 == 39,012,723.75
(3) Provisions for depreciation of projectsin construction:
Project name Beginning Increase Decreasein Closing balance Causefor
balance current period appropriation
Modification 7,692,115.00 7,692,115.00 Construction
work for cracking stopped
furnace

(4) The closing balance of construction in progress has increased by RMB 135,431,831.01 or
15.63% than the beginning balance. The reason is mainly because the Company has
increased the investment on the project for 70,000 tons of PVC specific resin, Huahong
Guanlang project and other engineering projects.

13) Intangible assets:

(l) Kind  Procurement mode ori ginal value
Land use right Invested and  10,570,900.00
purchased by
shareholders
Housing use right Purchase
Technology 14,685,000.00
transfer fee Purchase
Total

Beginning balance

2,268,745.20

63,179,493.86

14,685,000.00

80,133,239.06

-60 -

Increase Amount amortized Accumulated Closing balance
in current period amortization
510,544.20  9,833,787.40 1,758,201.00
24,179.64 63,155,314.22
14,689,905.00
4,905.00- = =
e 534,723.84  9.833.787.40 79,603,420.22
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(1) Appropriated depreciation provision at end of the year
Original book Appropriated
Item value depreciation provision Cause for appropriation
62,407,759.75 Book value exceeds expected
Housing use right reclaimable amount
Technology 14,685,000.00 14,685,000.00 Book value exceeds expected
transfer fee reclaimable amount
Total 14,685,000.00 77,092,759.75
14) Long-termsfeesto be amortized:
Amount
amortized in Accumulate
Origina Beginning current. d Closing
Item amount balance Increase period amortization balance
Other deferred
expenditure 826,389.28 - 83,333.00 --- 743,056.28

Note: Other deferred expenditure is mainly the leasing fee for salt heap field.

15) Short-term loan:

Kind of loan
Credit loan
Mortgage loan
Guaranteed
loan

Totd

In which: the foreign currency loans at end of the period is US$ 12,100,000.00,

Closing balance
511,025,150.00

1,300,000.00
780,000,000.00

1,292,325,150.00

Beginning balance
81,000,000.00
1,300,000.00
1,012,538,500.00

1,094,838,500.00

converted into Renminbi in the exchange rate 8.2765, RMB 100,145,650.00.

16) Notes payable
Kind
Commercial
acceptance
Bank acceptance

Totd

Closing balance

7,699,260.93
7,699,260.93

-61-

Beginning balance

14,830,343.78

16,500,000.00
31,330,343.78
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17) Accounts payable:
Closing balance Beginning balance
114,796,696.24 185,983,076.19
There is no arrearage in the closing balance owed to the shareholders holding 5% or

above of the total share capital of the Company.

18) Accountsreceived in advance:

Closing balance Beginning balance
64,443,321.30 97,094,197.90
(1) Accounts received in advance with account age over 1 year:
Name of payer Amount Cause for
unsettlement
Jicheng 2,534,283.57 Not settled
KWOK KEE DEVELOPE CO.LTD 2,343,705.72 | Not settled
Zhuhai Jingtun Chemical Industry Company 279,229.20 Not settled
Shaoxing Plastic Textile Mill 270,000.00 Not settled

(2) There is no account receivable in the closing balance received in advance from the
shareholders holding 5% or above of the total share capital of the Company.

19) Other payables:
Closing balance Beginning balance
92,291,440.22 62,489,489.73

(1) Other payables with big amount and account age over 3 years:

Name of creditor's unit Amount Cause for unsettlement
Shanghai Engineering | 999,289.17 Not settled

Chemistry Designing

Institute

(2) Other payables with bigger amount at the end of the report period:
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Creditor's name Amount Nature or

content

Shanghai Huayi Group Construction | 5,722,194.50 Engineering

Co., Ltd. cost

Shanghai Field Engineering Co., Ltd. | 4,313,937.00 Engineering
cost

Chian Chemical Engineering No. 6 | 3,222,674.00 Engineering

Construction Company cost

Harbin Boshi Automated Equipment | 1,530,000.00 Quality

Co., Ltd. assurance cost

Shanghai Engineering Chemistry | 1,467,129.17 Engineering

Designing Institute cost
Shanghai Quantong Water | 200,000.00 Dredging
Conservancy Engineering Co., Ltd. expenses

(3) Thereis no fund in the closing balance of the year owed to the shareholders holding 5%
or above of the total share capital of the Company.

20) Wages and salaries payable:
Closing balance  Beginning balance
6,858,234.20 2,751,354.61

21) Dividends payable:

Name or kind of investor Closing balance of dividend payable cause of balance
Sharehlders of corporate jurisdical person share 1,428,296.90 not drawn yet
Totd 1,428,296.90

22) Tax payable:

Category of taxes  Closing balance Beginning Statutory tax rate executed in the
balance report period

Calculated at 13% to 17% of the
Value added tax 17,320,163.62 -3,807,788.31 taxable income
Business tax 184,975.33 2,167.10 Calculated at 3% to 7% of the taxable
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City construction
tax

Business income
tax

Tax on personal
income

House tax

Other

Total

23) Other payables:

[tem

Surtax for
education
expenses
Embankment
fee
Award to
compulsory
serviceman
River
management toll
Water conservancy
fund
Total

income

Calculated at 7% of circulation tax

1,194,072.70 116,019.87 payable
Calculated at 15% to 33% of taxable
-18,642,000.03 -11,426,843.18 earnings
1,248.93 90,137.87
- 1,148,994.00
58,460.55 -13,877,312.65
Closing Beginning Calculating standard
balance balance
Calculated at 3% of circulation tax
512,115.19 71,941.82 payable
13,864.91
4,895.81
Calculated at 1% of circulation tax
170,698.75 13,331.95 payable
682,813.94 104,034.49

22) Fees appropriated in advance:

Kind
I nterest
charges
Repair

expenses

Closing balance

2,536,264.46

6,107,706.52

Beginning balance

2,320,074.69
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Other
Totd

960,000.00
9,603,970.98

25) Long-term debtsduein oneyear:

Long-term loan due in one year:

Kind of loan
Credit loan
Guaranteed loan

Total

26) Long-term loan:
Loan
conditions
Credit loan
Guaranteed
loan
Mortgage
loan
Pledged
loan

Total

There is no matured unrefunded long-term loan at the end of the report period.

27) Special payables:
Purpose of appropriation

Closing balance

Closing balance

150,000,000.00
293,270,000.00

443,270,000.00

Closing balance

158.82
2,320,233.51

Beginning balance
58,320,000.00
200,000,000.00
258,320,000.00

Beginning balance

100,000,000.00
293,270,000.00

393,270,000.00

Beginning balance

Special fund appropriation for

project of 70,000 tons of PVC

28) Share capital:

1 Untradable share

1) State-owned share

2) Raised lega person
share

Subtotal of untradable

57,340,000.00 57,340,000.00
Beginning balance Ratio Closing balance  Ratio
611,510,647.00 52.51% 611,510,647.00 52.51%
118,580,000.00 10.18% 118,580,000.00 10.18%
730,090,647.00 62.70% 730,090,647.00 62.70%
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share
2. Tradable share
1) Renminbi ordinary 27,832,420.00 2.39% 27,832,420.00 2.39%
share
2) Domestic listed foreign 406,560,000.00 34.91% 406,560,000.00 34.91%
capital share
Subtotal of tradable share 434,392,420.00 37.30% 434,392,420.00 37.30%
3. Total number of shares 1,164,483,067.00 100.00%  1,164,483,067.00  100.00%

29) Capital reserves:

Item Beginning balance Increase Decrease Closing balance
Share premium 1,531,064,775.02 --- 1,531,064,775.02

Transferred in from housing

circulation fund 1,030,233.40
Provision for equity

investment 9,444,222.63 ---

Asset  reserve for  accepting

donated non-cash assets 2,736,973.32
Other 20,196,821.18
Total 1,564,473,025.55

30) Satutory surplusreserves:
Item Bedinning Increase
balance
Statutory surplus 94,607,581.99
reserves
Statutory public 10,448,354.13
welfare fund
Discretionary 27,916,977.07
surplus reserves

Total 132,972,913.19 -

1,030,233.40

9,444,222.63

2,736,973.32

- - 20,196,821.18

_--- - 1,564,473,025.55
Decrease Closing balance

(Note)

272,779.21 94,334,802.78
272,779.21 10,175,574.92
- 27,916,977.07
545,558.42 132,427,354.77

[Note] The decrease of surplus reservesin the report period is caused by the change of consolidation range.
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31) Undistributed profit:

[tem

Beginning balance of undistributed

profit
Plus: Other transferred in
Net profit in this year
Less.  Appropriated

surplus reserves

Statutory

Appropriated statutory public

welfare fund
Appropriated
surplus reserves

Ordinary  share
payable

discretionary

dividends

Dividends of ordinary share

transferred to share capital
Undistributed profit at end

32) Main businessincome, main business cost:

Main business income

Accumulated amount of

Item

1. Industry 1,870,615,627.17
2. Commerce 113,803,753.74
3. Tourism & food service 243,788.00
4. Transport service 5,861,625.06
Subtotal 1,990,524,793.97

Busin Mutual offsetting inside the

ess business departments of the
type Company 23,257,468.08
Total 1,967,267,325.89

current period Same period of last year

Amount

53,720,981.52

-40,443,173.53

13,277,807.99

Main business cost

Accumulated amount of

current period Same period of last year

1,981,506,138.04 1,713,516,805.18 1,637,842,683.72
180,523,323.29 109,756,212.92 176,037,641.33
278,602.00
221,029,212.75 3,273,350.54 204,692,290.45
2,383,337,276.08 1,826,546,368.64 2,018,572,615.50
34,737,869.63 21,387,567.65 34,737,869.63

Gross profit of main business

Accumulated

amount of current Same period of last

period year
157,098,821.99 343,663,454.32
4,047,540..82 4,485,681.96
243,788.00 278,602.00
2,588,274.52 16,336,922.30
163,978,425.33 364,764,660.58
163,978,425.33-  364,764,660.58

Note: The gross profit of transport service has decreased by RMB 13,748,647.78 than the same

period of last year; this is because in this report period Tianyuan International Transortation

have not been consolidated into the accounting statements.

Item

Main business income
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Accumulated amount  Same period of last  Accumulated amount

Accumulated

Same period of last  amount of current

of current period year of current period year period  Same period of last year
Shanghai 1,990,281,005.97 2,383,058,674.08 1,826,546,368.64 2,018,572,615.50 163,734,637.33 364,486,058.58
Areaoutside Shanghai 243,788.00 278,602.00 243,788.00 278,602.00
Subtotal 1,990,524,793.97 _2,383,337,276.08 1,826,546,368.64 2,018,572,615.50 163,978,425.33 364,764,660.58
Mutual offsetting inside the
departments of the Company in
Regions different area 23,257,468.08 34,737,869.63 23,257,468.08 34,737,869.63 == ==
Total 1,967,267,325.89 _2,348,599,406.45 1,803,288,900.56  _1,983834,74587  _163978,425.33 364,764,660.58
33) Tax and surtax of main business:
Item Cadlculating standard This period Last year
At 3% to 7% of the taxable
Business tax income 254,055.94 1,920,021.87
City
construction At 7% of circulation tax
tax payable 3,195,246.20 9,504,089.52
Surtax for
education At 3% of circulation tax
expenses payable 1,384,892.06 4,119,451.17
Other - 21,231.10 64,854.16
Total 4,855,425.30 15,608,416.72
34) Other business profit:
Accumulated amount of current period Same period of last year
Kind Income Cost Profit Income Cost Profit
Sales of service 1,471,147.57 1,471,147.57 -- 269,259.90 270,707.38 -1,447.48
Leasing income 4,181,647.50 4,170,707.45 10,940.05  7,895641.12 8,318,356.94  -422,715.82
Income from 141,128,867.49 134,387,841.68  6,741,025.81  8,787,696.77 10,345,784.90 -1,558,088.13
material sales
Other 421,835.08 471,256.63 -49421.55  8,789,22654 7,604,717.63  1,184,508.91
Total 147,203,497.64 140,500,953.33  6,702,544.31 25,741,824.33 26,539,566.85  -,797.742.52

Other business profit has increased by RMB 7,500,286.83 than last year; this is becasue of the

material salesin current period.
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35) Financial expenses:

Accumulated amount of

Same period of prior

Kind
Interest cost
Less: Interest
income
Exchange loss
Less: Exchange
earnings

Other

project.

36) Investment income:

current period
42,109,565.53

1,554,214.17
152,677.59

54,124.31
862,894.97

41,516,799.61
The financial expenses has increased by RMB 15,188,927.17 than the same period of
last year; this is mainly because of the capitalization of the Company's interest from

period
29,321,262.76

3,752,299.77
189,757.62

94,132.63
663,284.46

26,327,872.44

(2) This period:
Investment Investment
earnings earnings
Stock recognized recognized
investment Earnings from according to accordingto  Amortization of equity investment  Incomefrom  Depreciation
Kind earnings claimsinvestment  cost method  equity method differences disposal provision
Normal Transferred out due
amortization to depreciation
Short-term
investment
Long-term
equity
investment 288,645.20 536,518.49 -3,158,658.40
Long-term
clams
investment - e g = e i o= il
Total 288,645.20 = 536,518.49  -3,158,658.40 = e =
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(2) Amount of

of last year:

Stock

investment

P
=
[

Short-term

investment

Long-term

equity

investment

Long-term

clams

investment

Total

(3) Theinvestment income in this year has decreased by RMB 4,926,687.05 or 189.98% than
that of last year; this is mainly because the invested unit Shanghai Tianyuan Material
Circulation Co., Ltd. and Shanghai Hekelishi Chemicals Co., Ltd. have suffered big loss

inthisyear.

earnings

831,697.05

same period

Earnings from

claimsinvestment

37) Subsidiary earnings.

Content

Subsidy income

Totd

Investment Investment
earnings earnings
recognized recognized
according to accordingto  Amortization of equity investment  Incomefrom  Depreciation
cost method  equity method differences equity transfer provision
Normal Transferred out due
amortization to depreciation
491,962.16  1,269,533.13
491,962.16  1,269,533.13 o= - =

38) Non-business income:

Kind

Accumulated amount Same period of
of current period last year
587,910.00
o= 587,910.00

This period Same period of last year

Income from disposal of

fixed assets
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Other 4,110.04 1,255,859.87
Tota 4,110.04 1,271,676.59

39) Non-business expenses.

Kind Current year Same period of last year

Loss from disposal of fixed
assets 9,491.65 2,987,159.60
Expenditure from donation - --
Penalty expenditure 23,982.20
Unusual loss 1,237,200.00
Provisions for depreciation of

intangible assets appropriated -

Other 1,930.28 -64.91
Tota 11,421.93 4,248,276.89

40) Other cash related to operating activitiesreceived RMB 5,750,559.73

[tem Amount
Incl.: Interest income 1,570,840.72
Income from indemnity 920,000.00

Income from cash pledge

in keeping public security 828,000.00
Income from business with

enterprises 2,431,719.01
Total 5,750,559.73

41) Other cashes paid related to operating activities amount to RMB 125,562,783.84.
Item Amount
Repair cost, water and electricity expenses
and water pollution charge 7,673,971.62
Office expense, meeting service cost, and
travel charge 6,533,281.50
Environmental protection fee and vegetation
maintenance fee 4,158,254.00

Leasing expenses, premium and sales agent 17,832,488.13
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fee

Business entertainment expenses,

advertising cost and consultant fee 12,080,293.36
Transportation charge and safekeeping and

firefighting fees 29,089,482.72
Labour insurance fee 26,123,917.67
Experimental expenses and commercial

examination fee 238,870.30
Warehouse fee, packing charge and loading

and unloading cost 4,285,095.85
Business between enterprises 17,547,128.69
Total 125,562,783.84

6. Notes on main items of the parent company's accounting statements (If
not specially indicated the unit should be RMB, and if not indicated as
the data at beginning of the year the data should be at end of the

year):
1) Accountsreceivable:
(1) Aging analysis:

Closing balance

Beginning balance

Account Appropriated Appropriated Bad debt
Ratio in the Ratio in the
age Book balance ratio for bad _Bad debt provision  Book balance ratio for bad provision
total amount. total amount_
debt provision debt provision
Within 1
year 211,014,977.99 62.90% 5.00% 6,455,129.01 124,852,659.69 51.92% 5.00% 6,242,632.98
1-2 years 72,040,150.37 21.47% 20.00% 15,460,518.45 65,713,203.73 27.32% 20.00%  15,339,188.31
2-3years 28,091,115.32 8.37% 50.00% 13,345,343.34 16,074,764.91 6.68% 50.00%  12,445,343.34
Over 3
years 24,333,641.26 7.26% 100.00% 19,257,483.45 33,862,913.84 14.08% 100.00%  33,862,913.84
Total 335,479,884.94  100.00% 54,518,474.25 240,503,542.17 100.00% 67,890,078.47

(2) Thetotal amount of the first 5 accounts receivablesis RMB 154,040,611.33, accounting for
45.92% of the total accounts receivables.
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(3) Notes on the appropriated bad debt provision in full or in 40% and higher except the bad

debt provision appropriated as per account age according to the Company's accounting

policy, as of the end of the year:

Name of the unit with arrearage Amount in | Appropriated amount Reason

arrear
Shanghai Lingguang Industry Co., | 4,054,374.23 4,054,374.23 Expected difficult
Ltd. to reclaim
Shanghai Peiling Development Co., | 2,065,547.98 2,065,547.98 Expected difficult
Ltd. to reclaim
Shaoxing Xinyuan Chemical | 2,102,513.90 2,102,513.90 Expected difficult
Material Co., Ltd. to reclaim
Shanghai Nansheng Sino-foreign | 1,600,000.00 1,600,000.00 Expected difficult
Enterprise Fine Products Industria toreclam
Company
Shanghai Industrial Plastic Products | 2,290,762.16 2,290,762.16 Expected difficult
Co,, Ltd. to reclaim
Shanghai Mingguang | 2,538,018.00 2,538,018.00 Expected difficult
Communication  Electromechanical to reclaim
Industry Co., Ltd.
Shanghai Xinyao Hardware & Tools | 110,273.00 109,414.95 Expected difficult
Co., Ltd. toreclaim
Shanghai Resin Factory Co., Ltd. 4,242,437.41 3,979,540.52 Expected difficult

toreclaimin full

(4) Accounts receivable actually written off in current year:

Name of the unit with arrearage | Nature | Written-off amount | \wyritten-off | Whether involved
reason with  associative
transactions
53 units in arrearage lower than | Payment 904,062.33 Business No
RMB 50,000 for goods license is
withdrawn or
company is
canceled
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50 units in arrearage from RMB | Payment 6,839,459.73 Business No

50,000 to RMB 500,000 for goods license is
withdrawn or
company is
canceled

6 units in arrearage over RMB | Payment 7,041,908.32 Business No

500,000 for goods license is
withdrawn or
company is
canceled

(5) For the accounts receivable at end of the year the shareholders holding 5% or above of
the total share capital of the Company owes RMB 3,689,240.50 to the Company. For

details see Note 7 3) (2) C.

2) Other receivables:

(1) Aging analysis:

Closing balance of the year

Beginning balance of the year

Account Appropriated Bad debt Bad debt
Appropriated
age Book balance  Ratiointhe ratio for bad provision Book balance Ratio in the provision
ratio for bad
total amount_ debt total amount.
debt provision
provision
Within 1
year 26,862,978.32 5.36% 14,080,706.49 2.88%
1-2years 622,951.16 0.12% 863,353.39 0.17%
2-3years 22,810,185.94 4.55% 28,627,518.72 5.85%
Over 3
years 451,079,421.08 89.97% 156,554,597.68 445,813,121.65 91.10% 156,554,597.68
Total 501,375,536.50 100.00% ---  156,554,597.68 489,384,700.25  100.00% 156,554,597.68

(2) The total amount of the first 5 other receivables at end of the year is RMB
385,114,210.96, accounting for 74.39% of the total of other receivables.

(3) Notes for the provisions for bad debts in the ratio of 40% or above or in full as of the end
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of the year:
Name of the unit with arrearage | Amount ___in | Appropriated ratio | Reason
arrear

Chongming Processing Unit 1,400,000.00 | 100 Account age over 3 years, expected
unreclaimable

Guoxin Industry Entrusted Unit | 286,110.00 100 Account age over 3 years, expected
unreclaimable

Wu County Muxie Cement | 728,640.00 100 Account age over 3 years, expected

Mill unreclaimable

Yangpu Lexin Industry Co., | 39,344,205.00 | 100 Account age over 3 years, expected

Ltd. unreclaimable

Zhongjian Real Estate Tianling | 1,330,460.24 | 100 Account age over 3 years, expected

Company unreclaimable

L aide Automobile Company 1,257,371.88 | 100 Account age over 3 years, expected
unreclaimable

Shanghai Baishigao Plastic | 13,466.218.25 | 100 Account age over 3 years, expected

Co., Ltd. unreclaimable

L eanda guarantee 21,934,405.00 | 100 Account age over 3 years, expected
unreclaimable

Leandaloan 12,000,581.67 | 100% Account age over 3 years, expected

unreclaimable

(4) Other receivables with bigger amount at end of the year:

Name of the unit with | Amount Nature or content If associated
arrearage

Shanghai Tianyuan | 313,111,427.72 | Assets transfer or | Yes
(Group) Co., Ltd. mutual deal

Yangpu Lexin Industry | 39,344,205.00 Mutual deal | Yes
Co., Ltd.

Shanghai Baishigao | 13,520,523.31 Mutual deal | Yes
Plastic Co., Ltd.

Pacific Biological | 15,600,000.00 Mutual deal | Yes
High-tech Co., Ltd.
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(5) For other receivables at end of the year the shareholders holding 5% or above of the total

share capital of the Company owes RMB 313,111,400 to the Company. For details see Note

73) (2) C.

3) Long-term investment:

Iltem Closing balance of the year Beginning balance of the year
Depreciation Depreciation
Amount provision Amount provision
Long-term equity
investment 1,032,165,906.90 13,290,000.00 1,011,456,310.95 13,290,000.00
Long-term claims
investment 1,000,000.00 - 1,000,000.00 -
Total 1,033,165,906.90 13,290,000.00 1,012,456,310.95 13,290,000.00
(1) Long-term equity investment:
A. Stock investment:
Number of Ratioin the Initial investment Depreciation
Name of invested company Kind of share Book balance
share registered capital of cost provision
invested company
Legal person
Shanghai Lingguang Industry Co., Ltd. share 819,720 <1 824,934.00 824,934.00
Legal person
Shanghai Longtou (Group) Co., Ltd. share 720,000 <1 2,400,000.00 2,400,000.00
Legal person
Shanghai No. 1 Foodstuff Co., Ltd. share 1,443,226 <1 1,360,896.00 1,360,896.00
Legal person
Bailian Group Co., Ltd. share 1,443,484 <1 3,956,230.00 3,956,230.00
Legal person
Shanghai Jiabao Industry Co., Ltd. share 1,497,600 <1 3,992,000.00 3,992,000.00
Legal person
Shanghai Tyre & Rubber Co., Ltd. share 143,000 <1 690,000.00 690,000.00
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Legal person

Shanghai White Cat Co., Ltd. share 1,452,000 <1l 6,002,000.00 6,002,000.00 -
Lega person

Shanghai Shenda Co., Ltd. share 290,400 <1 636,800.00 636,800.00 -
Legal person

ST Shanghai Fenhua (Group) Co., Ltd. share 475,200 <1l 1,789,797.60 1,789,797.60 -
Lega person

China Textile Machinery Co., Ltd. share 858,000 <1 2,095,000.00 2,095,000.00 -
Legal person

Shanghai Petrochemical Co., Ltd. share 300,000 <1 900,000.00 900,000.00 -
Legal person

Shanghai Electric Appliance Co., Ltd. share 240,000 <1 920,000.00 920,000.00 -
Legal person

ST Shanghai Wingsung Data Co., Ltd. share 547,515 <1 2,276,100.00 2,276,100.00 -
Lega person

Shanghai Sanjiu Development Co., Ltd. share 166,980 <1 375,800.00 375,800.00 -
Legal person

Shen & Wanguo Securities Co., Ltd. share 1,760,000 <1 1,250,000.00  1,250,000.00 -
Legal person

Shanghai Oriental Pearl Co., Ltd. share 1,680,000 <1 5,300,000.00 5,300,000.00 -
Legal person

Shanghai Aijian Co., Ltd. share 833,354 <1 3,033,600.00 3,033,600.00 -
Legal person

Shanghai Sanaifu New Material Co., Ltd. share 343,217 <1 360,000.00 360,000.00 -
Legal person

Shanghai Jinjiang Tower Co., Ltd. share 418,176 <1 1,130,400.00 1,130,400.00 -
Lega person

Shanghai Shenneng Co., Ltd. share 300,000 <1 560,000.00 560,000.00 -
Legal person

Haitong Securities Co., Ltd. share 14,583,335 <1 10,200,000.00  10,200,000.00 -
Legal person

Shanghai Jinling Co., Ltd. share 5,346,619 11 4,705,200.00 4,705,200.00 -

Shanghai Narcissus Electric Appliance Co., Legal person

Ltd. share 2,640,000 113 9,440,000.00 9,440,000.00 9,440,000.00

-77-



2005

Half Annual Report

Shanghai Hongshen Science & Technology Legal person

Development Co., Ltd.

Shanghai Baoding Investment Co., Ltd.

Tianjin Tiannu Chemica Group Co., Ltd.

Tota

share 1,452,000 1.47
Lega person
share 62,500 <1
Legal person
share 110,000
39,926,326

2,637,040.00 2,637,040.00

62,500.00 62,500.00

239,957.55 239,957.55
67,138,255.15 67,138,255.15 9,440,000.00

The above are al untradable legal person share, so

have no market price at end of the period.

B. Other equity investment:

A) Equity investment calculated with cost method:

Period of
Name of invested unit investment
Bayer (China) Polymer Co., Ltd. 2002-2052
Shanghai Chemical Industry
General Company 1997-unlimited
Tiandi Chlor-Alkali Chemical
Co., Ltd. 1993---
Shanghai Management
Mansion

Shanghai  Electronic Materia
Development Company

Shanghai Enterprise
Management Association

Shanghai Cultural
Development Foundation

Electrization United Factory
Shanghai Changjiang Insurance
Broker Co., Ltd.
Shanghai Lianheng Isocyanic

Acid Grease Co., Ltd.

Ratio in the

registered

capital of
invested unit

10%

20%

10%

15%
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Beginning
balance Increase or decrease _Closing book balance
119,515,400.23 119,515,400.23
10,000,000.00 10,000,000.00
1,400,000.00 1,400,000.00
100,000.00 100,000.00
100,000.00 100,000.00
50,000.00 50,000.00
2,000,000.00 2,000,000.00
200,000.00 200,000.00
1,500,000.00 1,500,000.00
62,982,697.00 27,992,310.00 90,975,007.00
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Shanghai Le Kai International
Trading Co., Ltd. 16.53% 1,703,051.90 -395,900.00 1,307,151.90
Total 199,551,149.13 27,596,410.00 227,147,559.13
B) Equity investment to subsidiary calculated with equity method:
Increase or decrease Closing balance
Ratioin the Accumulated
Investment  registered capital Beginning  Total increase or Affirm gain Balance equity increase
Name of invested unit period of invested unit balance decrease Incl.: Investment cost and loss amortization  Shared profit  Initial amount ordecrease  E
Shanghai  Huahong Guanlang
Co., Ltd. 2003-2013 70.00%  28,000,000.00 - - - - - 28,000,000.00 --- 28,000,
Tianyuan Group  High Molecular
Materia Co., Ltd. 2000 90.00%  28,800,000.00 ---  28,800,000.00 --- 28,800,
Shanghai Da Kai Plastics Co.,
Ltd. 1996-2011 90.00%  91,027,92355  5,523,300.08 ---  5,523,300.08 ---  85170,558.23 11,380,665.40 96,551,
Shanghai Addition  Agent
Factory Co., Ltd. 2000.12 85.13%  43,816,325.93 -43,816,325.93 -43,816,325.93- - - -
Suzhou Gusu Economic 1994-unlimite
Development General Company d 80.00% 7,974,521.57 920.425 920.42 8,000,000.00 -24,558.01 7,975,
Shanghai Chlor-Alkali Chemical 1995-unlimite
Trade Co., Ltd. d 90.00% 105,139,658.33 173,417.75 --- 25510534 - -81,687.59-  95,060,516.73 10,252,559.35 105,313,
Shanghai  Tianyuan Chemica
Co., Ltd. 2002- 76.22%  52,777,869.61 -52,777,869.61 -52,777,869.61- - - -
Shanghai  Jinyuan Water Plant
Tap Water Co., Ltd. 2005- 77.78% 0.00 4,622,164.66 4,833977.45 -211,812.79 7,000,200.00 -2,378,035.34 4,622,
Shanghai Xintianyuan Chemical
Logistics Co., Ltd. 2003-2023 57.82% 2,843853.08 15,272,815.51 14,500,000.00  772,815.51 2,500,000.00 15,616,668.59 18,116,
Subtotal 360,380,152.07 -71,001,577.12 -77,260,218.09 6,340,328.56 ---  -81,687.59 254,531,274.96 34,847,299.99 289,378,
C. Equity investment to associative enterprises cal culated with equity method
Name of invested unit Investment Ratio in the Increase or decrease Closing balance
period registered capital Beginning  Tota increaseor Incl.: Investment ~ Affirmgainand ~ Balance  Shared profit Initial amount Accumulated equity  Book balance
of invested unit balance decrease cost loss amortization increase or decrease
Shanghai Tiantai Addition Agent  2004.7-2054.7 44.00%  8,799,039.17- 301,989.47 - = 8,800,000.00 301,02864  9,191,028.64
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Co., Ltd. 391,989.47

Suzhou Tianyuan Materia

Circulation Co., Ltd. 2002-2032 47.92%  10,331,999.94  -2,763,135.66 - -2,763,135.66 - - 12,962,500.00 -5,393,635.72  7,568,864.28

Shanghai  Chlor-Alkali  Chemical

Real Estate Development 1993-not

Company specified 49.00% 7,995,800.43 235,582.76 235,582.76 - - 15,000,000.00 -6,768,616.81 8,231,383.19

Tianyuan International Transport

Co., Ltd. 1997-2012 30.00% 9,345,935.58 89,255.76 - 122,622.64 - -33,366.88 15,504,000.00 -6,068,808.66 9,435,191.34

Shanghai  Engineering Chemistry

Designing Institute 1999-2019 48.57%  12,551,612.90 1,010,147.57 - 1,010,147.57 - - 10,200,000.00 3,361,760.47  13,561,760.47

Shanghai  Herklis Chemical Co.,

Ltd. 1994-2044 40.00% 15,216,578.88  -1,764,482.31 - -1,764,482.31 - - 21,869,015.00 -8,416,918.43  13,452,096.57

Shanghai Luwei Plastics Co., Ltd. 1993-2022 50.00%  11,814,470.87 -729,876.24 - -729,876.24 - - 21,648,112.50 -10,563,517.87  11,084,594.63

Shanghai Yantuo  Computer

Investment Co., Ltd. 2001-2011 40.00% 1,005,043.94 -35,506.45 - -35,506.45 - - 1,000,000.00 -30,462.51 969,537.49

Beijing  Yinzhao  Information

Technology Co., Ltd. 2004.2-2024.2 67.00%  1,006,910.60- - - - - - 1,000,000.00 6,910.60 1,006,910.60

Wu County Tianyuan Slaked Lime

Plant 2002- 45.00% 2,268,589.08 -961,760.13 -842,450.00 48,934.36 -~ -168,244.49 2,179,932.68 -873,103.73 1,306,828.95

Shanghai Huasheng Chemical Co.,

Ltd. 2003- 44.00% 154,000,000.00  39,160,000.00 39,160,000.00 - - 154.000.000.00 39.160.000.00 193,160,000.00

West NingxiaPVC Co.,, Ltd. 2003-2023 30.00%  83,712,546.00 - - - - 83,712,546.00 ---  83,712,546.00

Shanghai  Hensmai  Polyurethane

Co., Ltd. 2003-2053 30.00% 66,338,227.21  29,482,548.30 29,482,548.30 - - 66,338,227.21 29,482,548.30  95,820,775.51
Subtotal 384,386,754.60  64.114,763.07 67,800,098.30 -3.483,723.86 - -201,611.37 414,214,333.39 34,287,184.29 448,501,517.67

D. Including: Equity investment difference

Expected  Actual amortized

Origina Initial Amortizati Accumulated  Balance after
Name of invested company Amortized amount in current
difference amortization on period amortization amortization
amount period
Shanghai Chlor-Alkali
Chemical Trade Co., Ltd. 1,510,901.67 Jan. 2000 10.00 755,450.84 755,450.83
Shanghai Luwei Plastics Co.,
Ltd. -106,887.50 Jan. 1998 10.00 -74,821.25 -32,066.25
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Shanghai Da Kai Plastics Co.,
Ltd. -4,700,821.98 Dec. 2002 10.00 -940,164.40 -3,760,657.58
Shanghai Tianyuan Materia
Circulation Co., Ltd. -331,190.68 June 2002 10.00 -82,797.67  -248,393.01
Wu County Tianyuan Slaked
Lime Plant 41,685.88 March 2002 10.00 11,463.62 30,222.26
Subtotal -3,586,312.61 --- --  -330,868.86 -3,255,443.75
(2) Long-term claims investment:
Other claims investment:
Invested | Initia Annua Mature Beginning Interest in | Accumulated | Closing Depreciation
unit investment interest date balance of | thisyear interest balance of | provision
cost rate the year receivable the year
South 1,000,000.00 | -- 1,000,000.00 | --- 1,000,000.00 | ---
Risk-free
Value-added
Fund
(3) Depreciation provision for long-term investment
Depreciation provision for long-term equity investment:
Beginning balance Closing balance
Name of invested unit of the year Increase Decrease of the year Remark
Electrization United Factory 200,000.00 - 200,000.00 Expected unreclaimable
Tiandi Chlor-Alkali Chemica Co., Assigned investment, no profit
Ltd. 1,400,000.00 - - 1,400,000.00 returned
Assigned investment, no profit
Shanghai Management Mansion 100,000.00 - 100,000.00 returned
Shanghai  Electronic ~ Materia Assigned investment, no profit
Development Company 100,000.00 - 100,000.00 returned
Shanghai  Enterprise Management Assigned investment, no profit
Association 50,000.00 - 50,000.00 returned
Shanghai  Cultural Development Assigned investment, no profit
Foundation 2,000,000.00 - 2,000,000.00 returned
Shanghai Narcissus Electric 9,440,000.00 - - 9,440,000.00 Negative net assets of the company
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Appliance Co., Ltd.

Total 13,290,000.00

©
Q
S

00.00  13,290,000.00

(4) The closing balance of long-term investment at end of the year has increased by RMB
20,709,595.95 or 2.05% than the balance at beginning of the year, the reason for the
increase mainly is. the Company has increased the investment to Shanghai Huasheng
Chemical Co., Ltd., Shanghai Lianheng Isocyanic Acid Grease Co., Ltd. and Shanghai
Hensmai Polyurethane Co., Ltd. in this year.

1) Main businessincome and main business cost:
Kind of main

business Main business income Main business cost

Accumulated amount in  Same period of last  Accumulated amount in

thisyear year thisyear Same period of last year
Industry 1,816,865,647.99 1,706,070,533.49 1,670,740,212.51 1,390,074,717.63

2) Income from investments:

(1) accumulated amount in this year

Kind Stock Earnings from Equity investment  Equity investment Amortization of equity Income from Depreciation
investment  claimsinvestment earnings recognized earnings recognized investment differences disposal provision
earnings according to cost  according to equity
method method Transferred out
Normal dueto

amortization depreciation

Short-term

investment

Long-term

equity

investment 288,645.20 - 455,906.34 2,778,944.81

Long-term

claims

investment

Total 288,645.20 = 455,906.34 2,778,944.81 = - - -
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(2) Same period of last year
Kind Stock. Eamingsfrom  Equity investment  Equityinvestment ~ Amortization of equity ~ Incomefrom  Depreciation Total
investment  dlaimsinvestment  earnings recognized eamingsrecognized  investment differences disposd  provision
earnings according to cost  according to equity
method method Transferred out
Normal dueto
amortization  depreciation
Short-term
investment
Long-term
eqity
investment 831,697.05 - 491,962.16 -4,982,133.07 -3,658,473.86
Long-term
claims
investment - - et e et i il i it
Total 831,697.05 = 491,962.16 -4,982,133.07 = = - -3658473.86
7. Associative parties and the transactions:
1) Associative parties with control relations:
(1) Associative parties with control relations:
A. Associative party controlling the Company:
Enterprise name Registration add. | Main business Relation with the | Economic nature | Legal
Company or type representative
Shanghai Pudong South Rd. | Trade & | Management unit | State-owned Zhang Ruiyue
Tianyuan (Group) investment for state-owned | enterprise
Co., Ltd.* share

*Shanghai Huayi (Group) Company is an operation unit for authorization of state-owned share of the Company.

Registered capital: RMB 4,066,240,000Business scope: Operating and managing on state-owned assets and

industrial investment under authorization. Registration add.: 560 Xujiahui Rd., Shanghai. Lega representative:

Zhang Peizhang. Shanghai Huayi (Group) Company controls the Company through Shanghai Tianyuan (Group) Co.,

Ltd. Shanghai Tianyuan (Group) Co., Ltd., a wholly-owned subsidiary of Shanghai Huayi (Group) Company, holds

611,510,647 state-owned shares of the Company, accounting for 52.51% of the total share capital of the Company.

B. Associative party controlled by the Company:
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For details, see Note 11 (4).

(2) The registered capital of associative parties with control relations and the change unit:
RMB'0000)

Beginning balance Closing balance of
Enterprise name of theyear Increase  Decrease the year

Shanghai Tianyuan (Group) Co., Ltd. 74,912.73 74,912.73
Shanghai Chlor-Alkali Chemical Trade
Co., Ltd. 10,000.00 10,000.00
Suzhou Gusu Economic Development
General Company 1,000.00 1,000.00
Gusu Bgji Bridge Parking Lot 74.30 74.30
Shanghai Tianyuan  Group High
Molecular Material Co., Ltd. 3,200.00 3,200.00
Shanghai Jinyuan Tap Water Co., Ltd. 900.00 900.00
Shanghai Da Kai Plastics Co., Ltd. 4,347.76 4,347.76
Shanghai Huahong Guanlang Co., Ltd. 4,000.00 4,000.00
Shanghai Xintianyuan Chemical Logistics
Co., Ltd. 9,90.00 1,950.00--- 2,940.00
Shanghai New Tianyuan Chemical
Transportation Co., Ltd. 108.00 108.00

(3) The registered capital of associative parties with control relations and the change (unit:
RMB'0000)

Beginning balance of the Closing balance of the
Enterprise name year Increase Decrease year
Amount % Amount % Amount % Amount %

Shanghai Tianyuan (Group) Co., Ltd. 61,151.10 52.51 61,151.10 52.51
Shanghai Chlor-Alkali Chemica Trade Co.,

Ltd. 9,000.00 90.00 9,000.00 90.00
Suzhou Gusu Economic Development

General Company 800.00 80.00 800.00 80.00
Gusu Baji Bridge Parking Lot 74.30 100.00 74.30 100.00
Shanghai  Tianyuan Group High 3,200.00 85.00 3,200.00 85.00
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Molecular Material Co., Ltd.

Shanghai Jinyuan Tap Water Co., Ltd. 700.00 77.78
Shanghai DaKai Plastics Co., Ltd. 3,912.98 90.00
Shanghai Huahong Guanlang Co., Ltd. 2,800.00 70.00

Shanghai Rongda Storage & Transportation
Company 50.00 100.00
Shanghai  Xintianyuan Chemical Logistics

Co,, Ltd. 490.00 49.50

2) Associative parties with no control relations:

700.00

3,912.98

2,800.00

50.00

1,950 33.49 --- - 2,440.00

Enterprise name

Relation  with _ the

Company

Shanghai Baishigao Plastic Co., Ltd.

Controlled by a same

parent company

Shanghai Luwei Plastics Co., Ltd. partnership enterprise

Shanghai Chlor-Alkali Industry Company

Controlled by a same

parent company

Yangpu Lexin Industry Co., Ltd.

Controlled by a same

parent company

Shanghai Dye Co., Ltd.

Controlled by a same

parent company

Shanghai Sanaifu New Material Co., Ltd.

Controlled by a same

parent company

Pacific Biological High-tech Co., Ltd.

Controlled by a same

parent company

Shanghai Tianyuan International Trade Co., Ltd.

Controlled by a same

parent company

Shanghai Chlor-Alkali Creation Co., Ltd.

Controlled by a same

parent company

Shanghai Tianyuan Group Shengde Plastic Co., Ltd.

Beijing Yinzhao Information Technology Co., Ltd.

Controlled subsidiary

Shanghai  Chlor-Alkali  Chemical Real Edtate

Development Company
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Shanghai Tianyuan Material Circulation Co., Ltd.

Affiliated enterprise

Shanghai Tianyuan Transport Co., Ltd.

Affiliated enterprise

Shanghai Tiantai Addition Agent Co., Ltd.

Affiliated enterprise

Wu County Tianyuan Slaked Lime Plant

Affiliated enterprise

Shanghai Huasheng Chemical Co., Ltd.

Affiliated enterprise

Shanghai Engineering Chemistry Designing Institute

Affiliated enterprise

Shanghai Hensmai Polyurethane Co., Ltd.

Affiliated enterprise

3) Transactions of associative parties:

(1) For the subsidiaries with controlling relation and consolidated into the range of the

accounting statements of the Company, the mutual transactions and the transactions

between the parent company and the subsidiaries have already offset from each other.

(2) Transactions of associative parties with no control relations (unit: RMB'0000)

A. Purchase goods from associative party

Name of associative party
Shanghai Chlor-Alkali Creation Co.,
Ltd.

Shanghal Tianyuan International
Trade Co., Ltd.

Current year Last year
934.70 233.30
8,515.63 25,396.84

The price for purchase materials from associative parties is based on market price.

B. Sell goods to associative party:

Name of associative party

Shanghai Tianyuan (Group) Co.,
Ltd.

Shanghai Luwei Plastics Co., Ltd.
Shanghai Baishigao Plastic Co.,
Ltd.

Shanghai Tianyuan International
Trade Co., Ltd.
Shanghai Chlor-Alkali Creation
Co., Ltd.

Shanghai Xintianyuan Material

Current year

0.53
104.40

28.76

11,461.53

2,926.72
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Circulation Co., Ltd.
Shanghai Sanaifu New Material
Co., Ltd. 1,248.36 2,020.32
Shanghai Tiantai Addition Agent
Co., Ltd. 3,558.96

The price for sell goods to associative partiesis based on market price.

C. Balance of receivables and payables of associative party (Unit: RMB'0000)
End of current End of last

period year

Accounts receivable:
Shanghai Tianyuan (Group) Co., Ltd. 368.92 368.30
Shanghai Luwei Plastics Co., Ltd. 643.81 593.60
Shanghai Baishigao Plastic Co., Ltd. 10.92 37.47
Shanghai Chlor-Alkali Creation Co., Ltd. 778.72 501.49
Shanghai Tianyuan International Trade Co., Ltd. 11,642.00 52.44
Shanghai Sanaifu Material Co., Ltd. 583.01 295.21
Notes receivable
Shanghai Chlor-Alkali Creation Co., Ltd. 110.00
Accounts paid in advance:
Shanghai Tianyuan International Trade Co., Ltd. 2,023.59
Other receivables:
Shanghai Luwei Plastics Co., Ltd. 7.43 5.03
Shanghai Baishigao Plastic Co., Ltd. 1,352.05 1,346.62
Shanghai Chlor-Alkali Chemical Real Estate Development Company 1,545.86 1,519.20
Yangpu Lexin Industry Co., Ltd. 3,934.42 3,934.42
Shanghai Tianyuan (Group) Co., Ltd. 31,311.14 31,283.46
Pacific Biological High-tech Co., Ltd. 1,560.00 1,560.00
Shanghai Chemistry Designing Institute Co., Ltd. 239.63 164.14
Shanghai Tianyuan Transport Co., Ltd. 18.94

Other payables:
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Shanghai Chlor-Alkali Creation Co., Ltd. 84.94 63.62
Shanghai Chemistry Designing Institute Co., Ltd. 146.71 18.53

(3) Other associative party transactions:
A. Make guarantee for associative parties:

For details on providing guarantee for associative parties, see Note 8.

8. Contingent matters:
1) Pending action: The swindlecase one pending action chemical raw material exported

at beginning of 2005 involved with the Company's controlled subsidiary Shanghai
Chlor-Alkali Chemical Trade Co., Ltd., got new progress during the report period. The
facts are asfollows:

(1) For the case on the disputes of sales contract with the value of RMB 5,880,000 sueing
Shanghai Zineng Enterprise Development Co., Ltd., the Shanghai No. 1 Intermediate
People's Court opened the session on April 13, 2005. The defendant did not appear the
court even after the legal summon by the court, and the court made a default inquisition
at law. The Shanghai Chlor-Alkali Chemical Trade Co., Ltd. should refund the defendant
RMB 1934165 due to other deals with the defendant and the defendant has already
refunded Shanghai Chlor-Alkali Chemical Trade Co., Ltd. RMB 300,000, so Shanghai
Chlor-Alkali Chemical Trade Co., Ltd. was willing to make deduction with the object of
the action. The object of action has been changed into RMB 3,645,835. Through
inquisition the court made judgment as follows: 1) The "Purchase Contract” signed
between the complainant Shanghai Chlor-Alkali Chemical Trade Co., Ltd. and the
defendant Shanghai Zineng Enterprise Development Co., Ltd. on November 30, 2004
should be released; 2) The defendant Shanghai Zineng Enterprise Development Co., Ltd.
should refund Shanghai Chlor-Alkali Chemical Trade Co., Ltd. RMB 3,645,835 within
10 days since the effective date of the judgment. If not accepting the judgment, either
party can submit a petition for appeal to Shanghai No. 1 Intermediate People's Court or to
Shanghai Superior People's Court within 15 days since the date for receiving of the
judgment. Now this case has been closed.

(2) For the case on disputes for a sales contract in the value of RMB 13,000,000 for sueing
Shanghai Zineng Business Co., Ltd., Shanghai Zineng Enterprise Development Co., Ltd.,
Shanghai Zineng High-tech Co., Ltd., Shanghai Zineng Pharmacy Co., Ltd. and Liu
Limei, Liu Hongbing, Liu Tao, Liu Weisong and Liu Xinhua, Shanghai No. 1
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Intermediate People's Court held hearing on July 13, 2005. The defendants Shanghai
Zineng High-tech Co., Ltd. and Shanghai Zineng Pharmacy Co., Ltd. attended the court.
Because not all the defendants attended the court, the court could not investigate and
ascertain some facts and did not make judgment at the date. This case is still in the

progress of inquisition.

2) As of June 30, 2005, the contingent liability from the debt guarantee provided by the
Company for associative parties and other units:
Unit: RMB'0000

Amount guaranteed

Renminbi  Due date of

No. Guaranteed unit Purpose of guarantee, lending bank Currency  Amount converted the debt

Acetic acid project, Industrid &

1  Wujin Chemical Co., Ltd.  Commercia Bank Bund Branch usD 324.34 2,684.44 2005.12
Shanghai Carbonization Threee supply project, Construction

2 Co, Ltd. Bank Shanghai Branch Euro 1,473.01 15,228.42 2023.10
Shanghai Carbonization Decompound of fixed ammonia NOrwegian

3 Co, Ltd. project, Import Export Bank of China ~ Krone 273.48 337.31 2005.11.8
Shanghai Hensmai

4  Polyurethane Co., Ltd. Project, bank consortium usD 360.00 2,979.61 2015.11

Shanghai Hensmai

5  Polyurethane Co., Ltd. Project, bank consortium RMB 2,400.00 2,400.00 2015.11
Shanghai Huahong Project, Construction Bank No. 4
6  Guanlang Co., Ltd. Branch RMB 4,200.00 4,200.00 2009.12

Shanghai Lianheng
Isocyanic Acid Grease Co.,

7  Ltd Project, bank consortium RMB 5,820.00 5,820.00 2014.12
Shanghai Lianheng
Isocyanic Acid Grease Co.,

8 Ltd Project, bank consortium usb 510.00 4,221.12 2014.12
West Ningxia PV C Co.,

9 Ltd Project, China Construction Bank RMB 10,200.00 10,200.00 2011.01

Shanghai Herklis Chemical Liquid fund, Industrial & Commercial

10 Co, Ltd. Bank Bund Branch RMB 1,000.00 1,000.00 2005.10
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Total - 49,070.90

9. Committed matters:

1) For details of guarantee for outside entities, see Note 8.

2) The investment contracts signed but not performed or not full implemented yet and the
related financial expenditures:

(1) Approved by the resolution of the provisional shareholders meeting convened on Dec. 23,
2003, the Company should provide guarantee for the joint venture Shanghai Hensmai
Polyurethane Co., Ltd.'s project loan of RMB 133,680,000 and US$ 8,670,000 according
to its contribution ratio. As of June 30, 2005, the Company had actually complemented
amount of RMB 24,000,000 and US$ 3,600,000. The meeting approved the Company,
according to its contribution, to provide Shanghai Lianhen Isocyanic Acid Co., Ltd. with
guarantee for project loan of RMB 163,400,000 and US$ 13,155,000 and the liquid fund
loan of RMB 5,685,000. As of June 30, 2005, it actually performed the amount of RMB
58,200,000 and US$ 5,100,000.

(2) Approved by the Shanghai Foreign Economic & Trade Commission's [2003] No. 119 File,
the Company, BASF Hensmai Shanghai Isocyanic Acid Co., Ltd., Shanghai Huayi
(Group) Company and CPCC Shanghai Gaogiao Petrochemica Company have made
joint investment to establish Shanghai Lianheng Isocyanic Acid Grease Co., Ltd. with the
registered capital of RMB 93,307.7, including the Company's contribution amount of
RMB 139,962,000. As of June 30, 2005, the Company had totally contributed fund of
RMB 90,975,000 for fist, second, third and four terms. As per the regulations in the
agreement and articles of association, the remained amount should be completed before
June 13, 2006.

(3) Approved by the Shanghai Foreign Economic & Trade Commission's [2003] No. 120 File,
the Company and Hensma China Investment Co., Ltd. have made joint investment to
establish Shanghai Hensmai Polyurethane Co., Ltd. with the registered capital of USD
5,937, including the Company's contribution amount of USD 17,811,000. As of June 30,
2005, the Company had totally contributed fund of RMB 9,582.08 for fist, second, third
and four terms. As per the regulations in the agreement and articles of association, the
remained amount should be completed before June 11, 2006.

3) Other significant commitments in finance:
As of June 30, 2005 the mortgage of the Company's assets:
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The Company's subsidiary Shanghai Jinyuan Tap Water Co., Ltd. makes its land use
right and building construction as mortgage to get loan of RMB 1,300,000 from the
Agricutural Bank of China Shanghai Jinshan Branch; the mature date of the loan is
March 15, 2006.

10. Matters after the date of Balance Sheet:
As of the date of the report the Company has no matters after the date of Balance Sheet
needing to be disclosed.

11. Other important matters:
As of the date of the report the Company has no other important matters needing to be
disclosed.

12. Supplementary infor mation
Non recurrent profit and loss in this year listed as follows
(Unit: RMB):
Item Amount

1. Profit and loss from disposal of long-term equity investment,
fixed assets, construction in progress, intangible assets and other -7,238
long-term assets
2. Tax return and exemption approved by overide authority or with no

official approval file

3. Various kinds of government subsidy

4. Earnings from short-term investments

5. Other non-operating revenue and expenditure after
appropriated provisions for depreciation of assets according to 2,311.96
regulations of the enterprise accounting system
6. Return of the various provisions for depreciation appropriated during

previous years

Total -4,926.43

Note: The above listed amounts have excluded the impact from the minority

shareholders' shares and income tax.
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8. Documents for Reference

1) Interim report with the autographical signature of the Chairman of the Company;

2) Accounting statements signed and stamped by the legal representative, principal in charge
for accounting work, and principal of accounting department

3) All the former version of the files and originals of the announcements disclosed in the
newspapers appointed by the China Securities Regulatory Committee during the report
period;

4) Articles of Association of Shanghai Chlor-Alkali Co., Ltd..

The Company shall furnish the above documents for reference in time when the China

Securities Regulatory Committee and the stock exchange request to provide them and the

shareholders request to consult according to the requirements of the statute or the Articles of

Association.

Chairman of the Board: Wang Qiang
Shanghai Chlor-Alkali Chemical Co., Ltd.
August 27, 2005
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