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1 1 49,643,513.50 272,860.22 48,803,723.26 255,175.55 1 61 155,842,500.00 93,250,000.00 285,205,000.00 222,900,000.00
2 62
3 12 63 42,404,545.55 34,971,195.45 42,877,718.61 38,808,829.25
4 13 64 1,389,157.10 961.36 5,834,437.59 4,500,961.36
5 65 88.00 88.00 64,556.82
2 6 85,504,212.46 54,529,482.11 95,134,792.48 63,587,982.11 66 2,249,149.87 137,784.33 2,087,013.35 96,501.13
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6 31 32,431,286.48 66,762,632.72 33,811,857.88 68,407,119.05 81
32 82
33 32,431,286.48 66,762,632.72 33,811,857.88 68,407,119.05 83 31,448,172.26 31,448,172.26 31,448,172.26 31,448,172.26
6 34 18,195,370.08 19,575,933.16 84
6 35 18,195,370.08 19,575,933.16 85
87 31,448,172.26 31,448,172.26 31,448,172.26 31,448,172.26
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10 -14,049,345.76 -6,005,257.64 -15,293,271.68 -7,623,812.18 36
27 1 -1,380,571.40 -1,644,486.33 -2,573,780.14 -8,838,009.50 37
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11,916,972.47 696  11,010,393.93 92.39 906,578.54
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1 9,977,239.02 155 945,628.83 9.48 9,031,610.19
12 260,525,089.25 4033 17941147480 68.87 8111361445
2 3 49,440,721.00 765  15269,955.51 3089  34,170,765.49
3 326,035,774.10 5047 152.154998.07 4667  173,880,776.03
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(%) (%)
425,959,227.24 69.08 426,185,694.17 65.98
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12 - - 3,657.07 108
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1541682243 96530836 1445151407 368641305  868217.73 2,818,195.32
b)
868,217.73 97,090.63 965,308.36
6.
a)
36,222,901.58 18,195,370.08 3,791,615.10 32,431,286.48
37,603,472.98 19,575,933.16 3,791,615.10 33,811,857.88
b) ( )
() 14,002,283.16 - 14,002,283.16
1,966,785.13 1,966,785.13
1,300,000.00 1,300,000.00
524,829.97 524,829.97
233,633.24 - 233,633.24
18,027,531.50 3,791,615.10 14,235,916.40
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1,966,785.13 1,966,785.13
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18,027,539.82 3,791,615.10 14,235,924.72
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676,380.77
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3,791,615.10
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61,756,568.57
5,188,921.50
383,379.65
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77,500,000.00 19.358%
2000.07-2002.07 9,650,000.00 20.380%
1995.06-2005.06 3,250,000.00 40.000%
1994.12-2014.12 1,049,659.94 50.000%
1999.06-2009.06 500,000.00 50.000%
233,641.56 832 250,000.00 -16,366.76 233,633.24
2002.01-2004.12
2002.01-2011.12  18,396,844.95 1,314,06035  17,082,784.60
2003.04-2013.03  558,022.13 33,815.04 524,207.09
2004.07-2014.06  621,066.08 - 32,687.69 588,378.39
19,575,933.1 138056308 18,195,370,

1,966,785.13

1,300,000.00

524,829.97

3,791,615.10
100,585.20 42,073,980.00 97,968,488.73
32,850.00 - 61,789,418.57
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38,011.00 - 421,390.65
524,260.62 42,857,621.90 164,937,391.97
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2,451,092.63 161,021.20 366,226.98
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69,526,934.38 3,080,296.28 336215217
137,743 ,818.87
a) 807 ( 32,381,140.99
(1996) 001201 ]
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12,789,415.22 - - 12,789,415.22
64.950.83 - 64.950.83 -
12,854,366.05 - 64950.83 1278941522
8.
a)
3,237,810.00
1,805.725.00
1,432,085.00
b)
1,841,610.00 ; ]
1,205,200.00 - -
- 141,000.00 -
20,000.00 30,000.00 -
3,066,810.00 171,000.00 -

13

28,170,563.75
38,602,251.36
2,245,886.85
226,376.53
69,245,078.49
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1,205,200.00 - - 1,205,200.00
480,420.00 120,105.00 - 600,525.00
1,685,620.00 120.105.00 - 1,805,725.00
18,697,233.45
11,231,143.44
7.466,090.01
11,231,143.44 - - -
7.546,659.33 - - 80,569.32
18,777,802.77 - - 80,569.32
12,726,040.31 1,494,896.87  11231,143.44
8.056.931.67 590,841.66 7.466.090.01
20,782,971.98 208573853 18,697,233.45
11,231,143.44 11,231,143.44
2,714,025.27 1,081,739.71 270,434.94 1,902,720.50 811,304.77
650,000.00 373,750.04 16,249.98 292,499.94 357,500.06
370,000.00 351,333.32 41,166.69 59,833.37 310,166.63
3,734,025.27 1,806,823.07 327,851.61 2,255,053.81 1,478,971.46
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5.3100-6.8299 35,574,000.00 5.3100-6.2658 45,800,000.00
5.8410-6.4350 120,268,500.00 4.8000-6.4350 219,405,000.00
- 5.8410-5.9292 20,000,000.00
155,842,500.00 285,205,000.00

12.
42,404,545.55 42,877,718.61
35,571,175.60 39,420,809.40

5%( 5%)

13.
1,389,157.10 5,834,437.59
425,058.10 4,925,058.10

14,
544,447.16 544,447.16
B 24,068.63 24,068.63
A 6.877.00 6.877.00
575,392.79 575,392.79

15.
5% 4,072,194.30 1,897,156.96
13% 17% 3,036,051.36 2,947,697.53
1.2% 12% 1,858,906.22 1,730,539.46
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1% 7% 59,449.19

506(

56,723,102.38

6.664.82
10,003,430.38

02% 3% 980,911.58
1% 568,568.84

0.2% 82,023.85

0.2% 80,373.73

025% 1% 25,713.63

0.3% 1,044.72
1,738,636.35

164,912,081.59
31,158,309.57

506)

17,734,928.82

148,850.00

16

-1,573,937.93
31,051.91
-18,151.26
5,014,356.67

913,042.27
568,568.84
82,023.85
80,373.73
2,628.58
1.044.72
1,647,681.99

138,906,077.31
43,923,932.99

17,734,928.82
175,182.37

56,871,952.38

148,850.00



2005 30
( )
19.
179,983,469.00 179,983,469.00
27,684,336.00 27,684,336.00
96.896.677.00 96.896.677.00
304,564,482.00 304,564,482.00
20.
169,225,041.65 - 169,225,041.65
17,645,594.05 - 17,645,594.05
11,747,675.67 29,050,000.00 40.797.675.67
198,618,311.37 29,050,000.00 227,668,311.37
29,050,000.00
21.
29,428,422.11 - - 29,428,422.11
13,128,575.13 - - 13,128,575.13
13,587,488.73 - - 13,587,488.73
56,144,485.97 - - 56,144,485.97
22.
8,104,795.78 -393,300,346.39
-505,899,855.03 -112,599,508.64
-497,795,059.25 -505,899,855.03
-497,795,059.25 -505,899,855.03
-497,795,059.25 -505,899,855.03

17



2005

30

( )
23.
a)
4,881,594.12 4,831,179.20 11,127,970.41 11,037,500.69
2.538,920.07 2,107,295.30 - -
7,420,514.19 6,938,474.50 11,127,970.41 11,037,500.69
b)
(i)
7,420,514.19 11,127,970.41
(ii)
6,938,474.50 11,037,500.69
C)
3,344,159.67
2,497,425.42
24,
1% 7% 20,254.95 3,629.98
0.2% 3% 7,456.62 6,862.53
0.2% 6,731.41 -
0.25% 1% 5,341.71 3,629.98
0.2% - 6.862.53
39,784.69 20,985.02
25.
2,362,938.67 1,632,835.05 1,680,087.38 1,343,816.69 682,851.29 289,018.36
11,050.00 - 11,050.00 -
- 63.969.21 - - - 63.969.21
2,373,988.67 1,696,804.26 1,680,087.38 1,343,816.69 693,901.29 352,987.57

18



2005 30
( )
26.
3,849,419.57 15,507,594.59
82,938.08 5,341.10
- 0.02
9,159.98 4,836.80
3,775,641.47 15,507,090.31
29,050,000.00
61,950,000.00
27.
-8.32 -
-1.380.563.08 -2.573.780.14
-1,380,571.40 -2,573,780.14
28.
361,600.00
126,947.90
74,594.44 27,604.99
30,000.00 30,000.00
“ " - 1,333,232.00
- 50,000.00
593,142.34 1,440,836.99
29.
* 15,486,589.52 1,979,336.21
200.00 -

19



2005 6 30
(

57,042,808.00
30.

31, (
32.

148,850.00
120,105.00
84,878.03
22,380.00

376,213.03

49,643,513.50
150,000.00
49,493,513.50

20

15,486,789.52

1,986,708.01

1,208,532.00

179,990.02

100,000.00
279,990.02

48,803,723.26
150,000.00
48,653,723.26

8,641,417.61
2,965,983.16
34.32%



2005

30

(%) (%)
11,000,000.00 1062  11,000,000.00 100.00 -
92,570.496.31 89.38  38.041,014.20 41.09 54,529.482.11
103,570,496.31 10000  49,041,014.20 54,529,482.11
(%) (%)
11,000,000.00 9.76  11,000,000.00 100.00 -
101.720.496.31 9024  38.132,514.20 37.49 63.587.982.11
112,720,496.31 10000  49,132,514.20 63,587,982.11
5%( 5%)
(%) (%)
103,570,496.31 100.00  112,720,496.31 100.00
(%) (%)
27,010,526.55 454  1,350,526.34 5.00 25,660,000.21
249,274,300.98 4191 172569,250.80 69.23 76,705,050.18
11,329,343.54 190  6,400,008.02 56.49 4,929,335.52
307.196.528.16 51.65 139.774.461.31 4550  167.422,066.85
594,810,699.23 100.00 320,094,246.47 274,716,452.76

21



2005 6 30
(

22

(%) (%)
26,591,540.32 432 132957702 5.00 25,261,963.30
249,275,300.98 4049  172,569,750.80 69.23 76,705,550.18
29,884,566.92 485  7,665237.60 25.65 22,219,329.32
309,908.744.37 50.34  136,304.968.34 4398  173,603.776.03
615,660,152.59 100.00  317,869,533.76 297,790,618.83
59%( 5%)

() 105,205,582.38 105,205,582.38
(%) (%)
425,959,227.24 7161  426,185,694.17 69.22
67,287,462.69 17,606,991.69 524,829.97 66,762,632.72
68,931,949.02 18,954,867.08 524,829.97 68,407,119.05

( )
28,082,913.79 28,783,080.83
( ) 14,002,283.16 14,002,283.16
7,070,444.08 6,666,887.98
49,155,641.03 49.452,251.97



2005 6 30

23

(
C)
( 77,500,000.00 19.358%
1997.08 - 55,370,000.00 90.300%
2002.09 - 2012.09 40,000,000.00 90.000%
1995.02 - 2015.02 31,000,000.00 80.000%
1994.12 - 2014.12 1,049,659.94 50.000%
d) ( )
68,487,785.10 3,571,794.73 -72,059,579.83 68,487,785.10 3,571,794.73 -72,059,579.83
25,197,712.17 -18,530,824.19 6,666,887.98 403,556.10 403,556.10 25,197,712.17 -18,127,268.09 7,070,444.08
129,685,497.27 3,571,794.73 -97‘807,323:19 35,449,968.81 ] -296,610.94 -296,610:94 129‘685,497:27 3.571,794.73 -98,103‘934:13 35.153,357:87
e)
24,518,014.90 2002.01-2004.12
26,281,207.06 2002.01-2011.12 18,396,844.95 1,314,060.35 17,082,784.60
676.380.77 2003.04-2013.03 558.022.13 33,815.04 524.207.09
51,475,602.73 18,954,867.08 1,347,875.39 17,606,991.69
4,
-1,347,875.39 -2,573,780.14
-296,610.94 -6,264,229.36
-1,644,486.33 -8,838,009.50



2005 6 30

( )
1.
a)
() 376
()
876
F8A
()
2821
489
9 (9 A-18)
B 4
2160
57
b)
( ) 3,653,300,000.00 - - 3,653,300,000.00
( ) 500,000,000.00 - - 500,000,000.00
56,000,000.00 - - 56,000,000.00
( ) 800,000,000.00 - - 800,000,000.00
55,370,000.00 - - 55,370,000.00
40,000,000.00 - - 40,000,000.00
31,000,000.00 - - 31,000,000.00
1,049,659.94 - - 1,049,659.94
10,000,000.00 - 10,000,000.00
c)
(%) (%)
( ) 14.98 45,637,784.00 14.98 45,637,784.00
( ) 15.00 45,684,673.00 15.00 45,684,673.00
14.20 43,248,156.00 14.20 43,248,156.00

24



2005 6 30

( )
2003 6 5 ) 45,684,673
( 15.00%) () 5.75
2003 6 2
2003 6 2 2005 6 6
2005 7 27
( 43,248,156 14.20%) 43,248,156
2005 7 26 2006 7 25 2004 9
2005 8 18 23,248,156 (
7.63%) 2005 8 16
(
« )
14.20% 6.57%
(%) (%)
100.00 55,370,000.00 100.00 55,370,000.00
100.00 40,000,000.00 100.00 40,000,000.00
80.00 24,800,000.00 80.00 24,800,000.00
60.00 6,000,000.00
50.00 524,829.97 50.00 524,829.97
d)
(i)

25



2005 6 30

( )
(ii)
(ii)
() 234,947.81
(iv)
*1 7524250000 99,305,000.00
() *2 10,000,000.00 10,000,000.00
*1 () 20,000,000.00
12,974,000.00
7,800,000.00 2,000,000.00
*2
v)

() 115,400,828.85 115,400,828.85
2,034,727.93 2,034,727.93
17,734,928.82 17,734,928.82

() 7,131,312.86 7,131,312.86
() - 175,182.37
2
3)

26



2005 6 30
(

(2005

27



2005 6 30
(

28



2005 6 30

(i)

148,850.00

20056 4 21

29

1,769,458.39

1,208,532.00

29,000,000.00
12,974,000.00
8,000,000.00

75,745,529.05

446,318.90

2005 7 12

29,000,000.00
20,000,000.00

8,000,000.00
50,000,000.00

75,745,529.05



2005 6 30
(

44,211,205.00
16,824,967.26
3,476,474.30
1,584,519.25

136,243,069.60

30

50,040,575.26
34,470,000.00
14,987,699.24
14,389,127.97
8,335,395.38
8,166,600.63
8,124,103.75
7,393,779.00
5,188,774.23
5,140,569.31
4,670,713.66
4,531,988.19
3,583,243.01
3,122,299.00
2,930,145.32
2,557,453.07
N/A
2,005,246.70
1,400,882.00
1,313,025.14
1,115,093.57
1,059,523.14
963,749.00
912,349.89
830,768.68

44,211,205.00
25,974,967.26
3,476,474.30
1,584,519.25

136,243,069.60

50,267,042.19
34,470,000.00
14,987,699.24
14,664,750.04
8,335,395.38
8,286,450.57
8,244,103.75
7,393,779.00
22,994,067.82
5,140,569.31
4,725,073.65
5,046,988.19
3,583,243.01
3,122,299.00
2,930,145.32
9,089,665.04
2,294,383.95
2,005,246.70
1,400,882.00
1,313,025.14
1,115,093.57
1,059,523.14
963,749.00
912,349.89
830,768.68



2005 6 30
(

31

385,339.56
311,166.22
300,000.00
300,000.00
216,328.01
132,953.06
127,087.60
103,194 .41

96,200.00

64,892.25

351,405.38
50,395.01
32,658.30

6,830.98
1,692.22

467,500.00
311,166.22
300,000.00
300,000.00
216,328.01
132,953.06
127,087.60
103,194.41

96,200.00

64,892.25
193,794.04
155,689.10
153,935.00

23,000.00

892,309.68
50,395.01
188,347.40
6,830.98
1,692.22
1,285,268.49
576,834.51
275,622.07
241,928.35
226,466.93
188,201.75
177,149.00
152,000.00
146,307.33
119,849.94
82,160.44



2005 6 30
(

32

474,052.85

53,047,746.42
43,517,385.49
1,037.17
114.40

114.27

81,601.40
72,694.50
54,359.99
17,290.06

1,500.00

474,052.85
4,500,000.00

12,197,746.42
43,517,385.49
1,037.17
114.40

114.27
10,880,477.21
1,133,084.06
836,666.00
515,000.00
258,000.00
120,000.00
117,480.21
28,000.00

2,682,599.00

7,700,000.00



2005 6 30
(

2004

2005 5 18

90%

22,500,000.00

22,500,000.00

2897 50

120,268,500.00

35,571,175.60
31,158,309.57

50%

33

2,000,000.00

22,500,000.00

50,000,000.00

40%



2005 6 30
(

34

50,859,610.34
22,517,321.54
28,342,288.80

195,979,409.14

52,050,065.59
143,929,343.55
172,271,632.35

524,829.97
-524,829.97

1,205,200.00
1,205,200.00

11,231,143.44
11,231,143.44

172,271,632.35

34,971,195.45

961.36
12,577,980.26
47,550,137.07

31.448.172.26
78.998.309.33
93,213,323.02



2005 6 30
(

d)

b) 2006

a) 2004

b) 2002

35



2005 6 30
(

36

15,464,209.52

15,464,209.52

593,142.34

200.00
-233,728.03
3,015,555.68
95,086.23
2,920,469.45

-579,249.26
18,260,130.25

1,979,336.21

1,979,336.21
1,440,836.99
2,428,318.77
7,371.80
-279,990.02
8,891,421.87
31,909.21
8,859,512.66

-59,347.66
14,407,947.96



REPORT OF THE AUDITORS
To the shareholder s of

DAYING MODERN AGRICULTURE COMPANY LIMITED

We have audited the accompanying consolidated balance sheet of Daying Modern Agriculture
Company Limited (the Company) and its subsidiaries (the Group) as at 30 June 2005 and the
related consolidated statements of income, cash flow and changes in shareholders' equity for the
six months ended 30 June 2005. These consolidated financial statements set out on pages 3 to 38
are the responsihility of the Group’s management. Our responsibility is to express an opinion on

these consolidated financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosure in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overal financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

OPINION

In our opinion, the consolidated financial statements present fairly, in al material respects, the
financial position of the Group as of 30 June 2005 and the results of its operations and cash flows
for the six months ended 30 June 2005 in accordance with International Financial Reporting
Standards.

Without qualifying our option above we draw attention to Note 30, which refers to the uncertainty
relating to going concern. As at 30 June 2005, the accumulated net loss of the Group amounted to
RMB 505,810,000. The amount of current liabilities was larger than that of current assets. The
overdue bank loan amounted to RMB 122,290,000. Since year 2003, the Group have to partly stop

the principle activities, and the operating of business was continuously shrinking.

If the Group loses the ability to continue as a going concern, the amount of liquidity of some
assets would be far lower than the amount in the balance sheet. And non-current assets and

liabilities would be reclassified into current assets and liabilities. As a result, the Group might



have to bear additional liabilities. Significant doubt exists on the Group’s ability to continue as a

going concern, though the related measures would possibly be taken as described in Note 30.

BDO International

Certified Public Accountants

Shanghai, China, 29 August 2005



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

DAYING MODERN AGRICULTURE COMPANY LIMITED
CONSOLIDATED INCOME STATEMENT
Six months ended 30 June 2005*

Notes Six months ended Six months ended

30 June 2005 30 June 2004
RMB’000 RMB’000
OPERATING REVENUE 7377 11,107
Cost of goods sold (6,939 (11,280)
Gross profit 438 (173)
Other income 5 46,998 4,285
Selling and distribution costs (1,932) (1,268)
General and administrative
expenses (7,955) (2,631)
PROFIT/(LOSS) FROM
OPERATING ACTIVITIES 37,549 213
Finance costs (4,060) (16,726)
Share of profits less losses of
associates and contractual joint - 27
ventures
PROFIT/(LOSS) BEFORE 4
INCOME TAX 33,489 (16,486)
Income tax expense i i
PROFIT/(LOSS) BEFORE
MINORITY INTERESTS 33,489 (16.486)
Minority interests (164) (215)
PROFIT/(LOSS)
ATTRIBUTABLE TO 33,653 (16,271)
SHAREHOLDERS
PROFIT/LOSS PER SHARE
7 RMBO0.1105 RMB(0.0007)

The following accounting policies and explanatory notes form an integral part of the consolidated
financial statements.



Daying Modern Agriculture Co., Ltd.

Sx months ended 30 June 2005

DAYING MORDERN AGRICULTURE COMPANY LIMITED
CONSOLIDATED BALANCE SHEET

ASSETS

Non-current assets

Property, plant and equipment
Construction in progress
Goodwill

Interests in associates
Held-to-maturity investment

Total non-current assets

Current assets

Cash and cash equivaents

Trade and other receivables

Inventories

Properties under development expected
to be sold within twelve months

Due from shareholders

Due form related companies

Due from associates

Total current assets

TOTAL ASSETS

30 June 2005

Notes

10
11
12

13
14
15

16
17

30 June 2005 31 December 2004

Rmb’ 000 Rmb’ 000
96,290 138,616
295 20
12,811 12,868
234 234
1112 1,112
110,742 152,850
49,651 48,804
43,853 39,100
14,733 2,909
34,620 34,620
274,991 319,785
417,848 445,218
528,590 598,068

The following accounting policies and explanatory notes form an integral part of the consolidated

financial statements.



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

30 June 2005 31 December 2004
Notes

Rmb’ 000 Rmb’ 000
EQUITY AND LIABILITIES
Equity
Issued capital 18 304,564 304,564
Reserves 19 (217,602) (251,255)
Total equity 86,962 53,309
MINORITY INTERESTS 5,441 1,605
Current liabilities
Bank and other borrowings 20 157,864 287,025
Trade and other payables 21 100,316 98,866
Tax payable (1,574) (1,574)
Provision 22 56,872 56,723
Due to shareholders 16 17,735 7,108
Due to related companies 17 104,974 95,006
Total current liabilities 436,187 543,154
TOTAL EQUITY AND LIABILITIES 528,590 598,068

Director Director

The following accounting policies and explanatory notes form an integral part of the consolidated
financial statements.



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

DAYING MORDERN AGRICULTURE COMPANY LIMITED
CONSOLIDATED CASHFLOW STATEMENT
Six Months ended 30 June 2005

Six months
ended

30 June 2005
CASH FLOW FROM OPERATINGACTIVITIES
Profit /Loss before income tax 33,489
Adjustments for:
Impairment of assets 210
Share of profits less |osses of associates and contractual joint ventures -
Loss on disposal of property, plant and equipment (18,091)
Depreciation 3,327
Amortization of goodwill 56
Interest expenses 4,051
Losses from debt restructure (29,050)
Operating loss before working capital changes (6,008)
Decrease/(increase) in trade and other receivables (4,753)
Decrease/(increase) in inventories (11,824)
Decrease/(increase) in due from related companies 44,915
Increase/(decrease) in trade and other payables 1,450
Increase/(decrease) in dueto related parties 9,968
Increase/(decrease) in due to associates
Increase/(decrease) in provisions 149
Increase/(decrease) in due to contractual joint ventures -
Cash flows before income tax paid 33,897
Income tax paid -
NET CASH FLOWSFROM/(USED IN) OPERATING ACTIVITES 33,897

Six months
ended
30 June2004

(16,485)

(8,332)
(28)
(772)
6,264
1,646
15,679

(2,028)

(28,216)
(210)
167,903
11,239
16,402
1,933
(3,302)

163,721

163,721

The following accounting policies and explanatory notes form an integral part of the consolidated

financia statements.



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

Six months Six months
Notes ended ended
30June2005 30 June2004
NET CASH FLOWS FROM/(USED IN)
OPERATINGACTIVITIES 33,897 163,721
CASH FLOWSFROM INVESTINGACTIVITIES
Investments in associates and contractual joint ventures - -
Acquisition of subsidiaries - (4,000)
Assets Disposal 57,192 8,305
Disposal of subsidiaries - -
Purchases of property, plant and equipment (707) (1,556)
and construction in progress
Proceeds form disposal of interestsin contractual joint ventures - -
NET CASH FLOWSUSED IN INVESTINGACTIVITIES 56,48 2,74
CASH FLOWSFROM FINANCINGACTIVITIES
New band and other borrowings 45,100 31,800
New investment 4,000 -
Repayment of bank and other borrowings (145,900) (190,510)
Repayment of bank interests (3,362) (2,265)
Repayment of due to shareholders 10.627 (2,930)
NET CASH FLOWS FROM/(USED IN)
FINANCINGACTIVITIES (89,535) (163,905)
INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 847 2,565
Cash and cash equivalents at beginning of year 48,804 3,452
CASH AND CASH EQUIVALENTSAT END OF YEAR 49,651 _ 6017

The following accounting policies and explanatory notes form an integral part of the consolidated

financial statements.



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

DAYING MODERN AGRICULTURE COMPANY LIMITED
CONSOLIDATED STATEMENT OF CHANGESIN EQUITY
Six months ended 30 June 2005

Notes 30 June 2005 31 December 2004

Rmb’ 000 Rmb’ 000
Share capital 18
Balance at beginning and end of year 304,564 304,564
RESERVES
Share premium
Balance at beginning and end of year 184,472 184,472
Satutory surplus reserve
Balance at beginning of year 30,518 30,518
Transfer from retained profits - -
Prior year adjustment under PRC GAAP - -
Adjustment due to change of consolidation
scope - -
Balance at end of year 30,518 30,518
General surplus reserve
Balance at beginning and end of year 16,058 16,058
Statutory public welfare fund
Balance at beginning of year 9,568 9,568
Transfer from retained profits - -
Prior year adjustments under PRC GAAP - -
Adjustment due to change of consolidation
scope - -
Balance at end of year 9,568 9,568
Undistributed pre-establishment profits
Balance at beginning and end of year 47,592 47,592
Retained profits/(accumulated | 0sses)
Balance at beginning of year (539,463) (147,057)
Net loss of year 33,653 (392,406)
Balance at end of year (505,810) (539,463)
Total reserves (217,602) (251,255)
Total equity 86,962 (53,309)

The following accounting policies and explanatory notes form an integral part of the consolidated
financial statements.



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

1. CORPORATE INFORMATION

Daying Modern Agriculture Company Limited (the “Company”) was established in the
People’s Republic of China (the “PRC”) on 21 December 1993 as a joint stock limited
company. The Company was renamed from Hero (Group) Company Limited on 17 February
2003. The registered office of the Company islocated at No. 807 Chuanbeigong Road, Pudong
New Area, Shanghai, the PRC.

During the year, the principa activities of the Company and its subsidiaries (collectively
referred to as the “Group”) were cultivating and processing of poultry and germchit of poultry,
processing of eggs of poultry and agricultura supplement, producing and processing of
feedstuff, investment and R&D on agriculture, property development, the manufacture and
sde of pen and stationery products, piano products, cooking appliances and other consumer
products.

The Group principally operates in the PRC and employed approximately 174 employees as at
30 June 2005.

2 SUMMARY OF SIGNIFCANT ACCOUNTING POLICIESAND ESTIMATES

Basis of presentation

For six months ended 30 June 2005(the “Period”), these consolidated financial statements have
been prepared in accordance with International Accounting Standard 34, International
Financial Reporting Standards (collectively “IFRS’), other International Accounting
Standards(“IAS’) and theirs interpretation. The consolidated financial statements have been
prepared under the historical cost convention, except for the measurement of long term
receivables which are stated at fair value.

For the Period, the Group follows the regulations of IFRS 1, IFRS 2, IFRS 4 ,IFRS 5, revised
IAS 39, revised IAS 27 and revised IAS 28.The important events listed in the above IFRSs and
IAS have not happened during the Period, so adoption of the above accounting policy would
make no significant impact on the Company’s consolidated financia report.

The Group maintains its books and prepares its statutory financial statements in accordance
with the relevant accounting principles and financial regulations applicable to joint stock
limited companies established by the Ministry of Finance of the PRC. The subsidiaries
maintain their books and prepare their financia statements in accordance with the relevant
accounting regulations applicable to enterprises established in the PRC. The accounting
policies and bases adopted in the preparation of the statutory financial statements differ in
certain material respects from IFRS. The material differences arising from restating the results
of operation and financial position to comply with IFRS have been adjusted in these
consolidated financial statements, but will not be taken up in the accounting records of the
Group.
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SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED
Basis of presentation-continued

The net impact of these IFRS adjustments is set out in note 27 to the consolidated financia
statements.

As note 30 says, the board of the Company declared that the Company (group) will have
adequate liquid fund to support its operation to continue as a going concern for the foreseeable
future. So this report was prepared on a going concern base and excluded any adjustments for
assumption that the Company can’t meet the requirement of a going concern base.

Basis of consolidation

The consolidated financia statements include the financial statements of the company and its
subsidiaries for the six months ended 30 June 2005. The results of the subsidiaries acquired or
disposed of during the year are consolidated from or to their effective dates of acquisition or
disposal, respectively. All significant inter company transactions and balances and balances
within the Group have been diminated in the preparation of the consolidated financial
statements.

Particulars of the subsidiaries of the Company, which are all established and operate in the
PRC, are asfollows:

Percentage of
Company interest held Principal activities
Shanghai Hero Fountain Pen Plant Taopu No.2 50 Manufacture and sale
Factory of fountain pens, parts
and components
Nanning Lianxie Rea Estate Development 60 Real estate development, cons
Company Limited ultant and sale of tembering
Shanghai Shenying Industrial Company Limited 90 Production and sale of
poultry products
Shanghai Lianxin Real Estate Company Limited 80 Property development
(“Lianxin Real Estate”)
Shanghai Daying Poultry Company Limited 90.3 Production and sale of
(“Daying Poultry™) poultry products

Interests in subsidiaries

A subsidiary is a company over which the Company has the power to govern its financial and
operating policies so as to obtain benefits from its activities. A subsidiary is excluded from
consolidation if it operates under severe long term restrictions which may impair its ability to
transfer funds to the Company.

-10-
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SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

Associates and contractua joint ventures

An associate is a company, not being a subsidiary, in which the Group has along term interest
of not less than 20% of the equity voting rights and over which the Group is in a position to
exercise significant influence.

A contractual joint venture is an interest in a venture between two or more venturers whose
rights and obligations with respect to the venture are specified in a contractua joint venture
agreement, which gives the venturers joint control over the venture and in which no single
Venturer is in a position to control unilaterally the activity of the venture. Results of
contractua joint ventures are shared among the venture partners based on pre-determined
ratios rather than in proportion to their equity interests.

The Group's share of the post-acquisition results and reserves of associates and contractual
joint ventures is included in the consolidated income statement and consolidated reserves,
respectively. The Group’s investments in associates and contractua joint ventures are stated in
the consolidated balance sheet at the Group’s share of net assets under the equity method of
accounting less any provisions for permanent diminution in values deemed necessary by the
directors.

Goodwill

Goodwill arising on acquisition of subsidiaries and associates represents the excess of the
purchase consideration paid over the fair values ascribed to the net underlying assets acquired .
An assessment is made at each balance sheet date of whether there is any indication of
impairment of goodwill. If any such indication exists, the goodwill’s value should be estimated.
The Group's goodwill are stated in the consolidated balance sheet at cost less any provisions
for permanent diminution in values deemed necessary by the directors.

Related parties
Parties are considered to be related if one party has the ability, directly or indirectly, to control

the other party or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common
control or common significant influence.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication of
impairment of any asset, or whether there is any indication that an impairment loss previously
recognized for an asset in prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated.

S11-
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SUMMARY OF S GNIFCANT ACCOUNTING POLICIES AND ESTIMATES
—CONTINUED

Impairment of assets-continued
An asset’s recoverable amount is calculated as the higher of the asset’s value in use or its net
selling price.

An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged to the income statement in the period in
which it arises.

A previoudy recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been determined (net of any
depreciation/amortization), had no impairment loss been recognized for the asset in prior years.
A reversal of an impairment loss is credited to the income statement in the period in which it
arises.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any
impairment losses.

The cost of an asset comprises its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use. Expenditure incurred after
tangible assets have been put into operation, such as repairs and maintenance, is normally
charged to the income statement in the period in which it isincurred. In situations where it can
be clearly demonstrated that the expenditure has resulted in an increase in the future economic
benefits expected to be obtained for the use of the tangible asset, the expenditure is capitalised
as an additional cost of that asset.

Years for depreciation of property, plant and equipment are classified as follows:

Buildings 30to 40 years
Plant, machinery and equipment 5to 30 years
Motor vehicles and lifts 5to 9 years

Depreciation of property, plant and equipment acquired from the predecessor company
pursuant to the reorganization in 1993 is caculated on the straight-line basis to write off the
cost of such assets over the estimated remaining useful lives thereof, after taking into account
the condition of these assets when they were acquired by the Company.

The gain or loss on disposal of property, plant and equipment recognised in the income
statement is the difference between the net sales proceeds and the carrying amount of the

relevant asset.

_12-



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

2

SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

Construction in progress

Congtruction in progress represents property, plant and equipment under construction and is
stated at cost. Cost comprises directly attributable costs of construction as well as interest
charge on related borrowings during the period of construction, installation and testing. The
capitalization of such interest expense ceases when the assets under construction are completed
and are ready for their intended use.

Congtruction in progress is transferred to property, plant and equipment when it is ready for its
intended use.

No provision for depreciation is made on construction in progress until such time as the
relevant assets are completed and are ready for their intended use.

Properties under devel opment

Properties under development represent property development project in the PRC and are
stated at cost unless, in the opinion of the Directors, there have been diminution in values other
than those considered to be temporary in nature, when they are written down to values
determined by the Directors. Cost comprises payments for the acquisition of land use rights,
materials, direct labour and other directly attributable costs, including interest expense on
related borrowed funds during the period of construction.

Held-to-maturity investments

Held-to-maturity investments are financial assets with fixed or determinable payments and
fixed maturity that an entity has the positive intention and ability to be held to maturity.
Held-to-maturity investments are recognised and carried at cost and discount or premium less
any provisions for permanent diminution in values deemed necessary by the directors.

Financial assets at fair value through profit of loss
Financial assets at fair value through profit of loss are acquired or incurred principally for the
purpose of selling or repurchasing it in the near term. Upon initia recognition it is designated
by the entity as at fair value through profit or loss.

For investment actively traded in recognized financia markets, fair vadue is generaly
determined by reference to stock exchange quoted market prices at the close of business at the
balance sheet date. For investment in an equity instrument that does not have a quoted market
price in an active market and for which other methods of reasonably estimating fair value are
clearly inappropriate or unworkable, the instrument would be measured at cost, subject to a
review of impairment. For an investment that has a fixed maturity, the instrument would be
measured at cost using the effective interest rate method, subject to areview of impairment.
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SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

Available-for-sale financial assets

Available-for-sale financia assets are those non-derivative financial assets that are designated
as available for sale or are not classified as (a) loans and receivables, (b) held-to-maturity
investments or (c) financial assets at fair value through profit or loss. Upon initia recognition
it is designated by the entity as at fair value through equity.

Cash and cash equivalents
Cash on hand and in banks and short-term deposits which are held to maturity are carried at
cost.

Cash and cash equivalents are defined as cash on hand, demand deposits and short term, highly
liquid investments readily convertible to known amounts of cash and subject to insignificant
risk of changesin value.

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of
cash on hand and depositsin banks.

Inventories
Inventories are valued at the lower of cost and net realisable value. Costs incurred in bringing
each product to its present location and condition are accounted for as follows:

* Raw materials — purchase cost, freight and other transportation and incidental costs on a
Weighted average basis;

* Finished goods and work in progress — cost of direct materials and labor and a proportion of

manufacturing overheads based on normal operating capacity on aweighted average basis.

Net realisable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.

L oans and borrowings
All loans and borrowings are initially recognised at cost, being the fair vaue of the
consideration received and including charges associated with the loan/borrowing.

After initial recognition, al interest-bearing loans and borrowings, other than liabilities held
for trading, are subsequently measured at amortised cost. Amortised cost is calculated by
taking into account any discount or premium on settlement. Liabilities which are held for
trading are subsequently measured at fair value.

In relation to liabilities which are held for trading (which are not part of a hedging relationship),
any gain or loss arising from a change in fair value is included in the net profit and loss when
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SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the
consideration to be paid in the future for goods and services received, whether or not billed to
the Group

Payables to related parties are carried at cost.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate can be made of the amount of
the obligation.

A provision for warranty is recognised for al products under warranty at the balance sheet date
based on past experience on the level of repairs and returns.

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less an allowance for
any uncollectible amounts. An estimate for doubtful debts is made when collection of the full
amount is no longer probable. Bad debts are written-off as incurred.

Bills of exchange and promissory notes which are held to maturity are measured at amortised
cost using the effective interest rate method. Those that do not have a fixed maturity are carried
at cost, being the fair value of the consideration given.

Operating leases
Leases where substantially al the rewards and risks of ownership of assets remain with the

lessor are accounted for as operating leases. Rentals applicable to such operating leases are
charged/credited to the income statement on the straight-line basis over the lease terms.

Retirement benefits

Obligatory retirement benefits in the form of contributions under defined contribution
retirement plans to registered insurance companies are charged to the income statement as
incurred.

Accommodation benefits
Contributions to an accommodation fund administered by the Public Accommodation Funds
Administration Centre are charged to the income statement as incurred.
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2. SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Group and the revenue can be reliably measured. The following specific recognition
criteriamust also be met before revenue is recogni sed:

(a) Saleof goods

Revenue is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer.

(b) Interest income

Revenue is recognised as the interest accrues (taking into account the effective yield on the
asset) unless collectibility isin doubt.

(c) Dividends

Revenue is recognised when the shareholders right to receive payment has been
established.

Income taxes
Corporation tax is provided on the taxable profit for the year at the applicable tax rate.

Deferred income tax is provided, using the liability method, on al temporary differences at the
balance sheet date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences, carry-forward of unused tax
assets and unused tax losses can be utilised.

The carrying amount of deferred tax assetsis reviewed at each balance sheet date and reduced
to the extent that it is no longer probable (greater than 50%) that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be utilised.

Government grants and subsidies
Grants and subsidies from the government are recognised at fair value where there is
reasonable assurance that the grant/subsidy will be received and all attaching conditions will
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be complied with. When the grant or subsidy relates to an expenseitem, it is recognised as

SUMMARY OF SIGNIFCANT ACCOUNTING POLICIES AND ESTIMATES
--CONTINUED

income over the periods necessary to match them on a systematic basis to the costs which it is
intended to compensate. Where the grant or subsidy relates to an asset, the fair value is
deducted in arriving at the carrying amount of the related asset.

Foreign currency transactions
The Group’s financia records are maintained and the consolidated financial statements are
stated in Renminbi (“RMB”).

Foreign currency transactions are recorded at the applicable rates of exchange quoted by the
People’s Bank of Chinawhich are deemed to represent the market rates at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
trandated at the market rates at that date. All resulting exchange differences arising on
settlement or re-statement are recognised in the income statement for the year.

Use of estimates

The preparation of the financial statements in conformity with IFRS requires management to
make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.

SEGMENT INFORMATION

The Group’s operating businesses are organised and managed separately according to the
nature of their operations and the products and services they provide. Each of the Group's
business segments represents a strategic business unit that offers different products and services
for different markets. The Group’s reportable segments are poultry operation, red estate
operation and raw products . Revenue is attributed to the geographic segments based on the
location of products sold.

The following table presents revenue and profit or loss information by business segments for

the six months ended 30 June 2005 and certain asset and liability information by business
segments as at 30 June 2005.
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3 SEGMENT INFORMATION--CONTINUED

Business segments
Six month ended 30 June 2005
Poultry Rea Raw
RMB’ 000 Estate products Others Total
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Operating revenue 4,870 - 2,507 - 7,377
Cost of goods sold (4,831) - (2,108) - (6,939)
Gross profit 39 - 399 - 438
Other income 46,998
Unallocated expenses (9,887)
Profit from operations 37,549
Finance costs (4,060)
Share of profits less
losses of associates and
contractual joint
ventures
Profit before income
33,489
tax
Income tax expense -
Profit before minority
33,489
loss
Minority interests (164)
Net profit attributable
33,653
to shareholders
Segment assets 105,756 37,794 41,866 - 185,416
Unallocated assets 343,174
Total assets 528,590
Segment liabilities 124,022 20,204 15,084 - 159,310
Unallocated liabilities 276,877
Total liabilities 436,187
Other information:
Capital expenditure 97 246 39 14 39%
Depreciation 2,494 185 74 781 3,534
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3 SEGMENT INFORMATION--CONTINUED

Business segments-continued

Six months ended 30 June 2004
Poultry Redl Raw Others Total
RMB’ 000 Estate products RMB'’000 RMB'’000
RMB’000 RMB’ 000
Operating revenue 11,107 - - - 11,107
Cost of goods sold (11,280) - - - (11,280)
Gross profit _(173) - - - - - 173
Other income 4,285
Unallocated expenses _(3.899)
Profit from operations 213
Finance costs (16,726)
Share of profits less
losses of associates and 7
contractual joint
ventures
L oss before income tax 16,486
Income tax expense -
Loss before minority
interests (16,489
Minority interests 215
Net loss attributable to 16.271
shareholders
Segment assets 184,552 35,035 46,949 - 266,536
Unallocated assets 857,550
Total assets 1,124,086
Segment liabilities 155,961 26,791 10,493 - 193,245
Unallocated liabilities 499,754
Total liabilities 692,999
Other information:
Capital expenditure 1,207 _ 340 - 9 1,556
Depreciation 4,833 _ 191 - _1.240 6,264
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SEGMENT INFORMATION--CONTINUED

Geographical segments
The following tables present revenue information by geographical segments

Six months ended 30 June 2005

PRC Overseas Total

RMB’ 000 RMB’ 000 RMB’ 000

Operating revenue 7,377 - 7,377
Six months ended 30 June 2004

PRC Overseas Total

RMB’ 000 RMB’000 RMB’000

Operating revenue 11,107 - 11,107

All of the operating facilities of the Group are located in the PRC.

The Directors are of the opinion that intersegment sales are immaterial.
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4 PROFIT BEFORE INCOME TAX

Note Six months Six months
ended ended
30June2005 30 June 2004
RMB’000 RMB’000
Included in the profit before income tax are the
following revenue items:

Operating revenue 7,377 11,107
Other income 46,998 4,285
Total revenue 54,375 15,392
Loss before income tax is arrived at after charging
the following expenses:
Finance costs: 4,051 16,721
Interest on bank and other borrowings 9 5
Bank charges and others - -
Exchange losses, net - -
Changes in present value of long term receivables - -

4,060 16,726
Depreciation:
- Buildings 2,330 3,146
- Plant, machinery and equipment 779 2,896
- motor vehicles and lifts 425 222
Total depreciation 3,534 6,264
Operating lease rentals on land and buildings 689 407
Amortisation of goodwill 57 1646
Staff costs:
- Wages and salaries 1,946 2,555
- Retirement costs  (defined contribution fund) 108 207
- Accommodation benefits (defined contribution 52 24
fund)
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5 OTHERINCOME

Note Six months Six months
ended ended
30June2005 30 June 2004
RMB’000 RMB’ 000
Gain on Fixed Assets Disposa 15.693 2,172
Gain on disposal of asubsidiary
Rental income 1567 595
Other investment income
Interest income 83 5
Electricity subsi
y dy 30 80

Fiscal refund 202 8
Subsidy for catching and killing duck ) 181
Taxes refund
Sale of raw material, container and young duck
Reverse of provision
*gains from debt restructure 29,050 }
Agency revenue for sale of properties
Subsidy for processors during the period of bird flu 362 1153
Others

— 4 71

46,998 4285

*  Detailsisset out in notes 31.

6 INCOME TAX EXPENSE
Pursuant to relevant PRC tax regulations, the income tax rate applicable to the Company is
33%. The Group’s principal subsidiaries are subject to tax rates applicable to enterprisesin the

PRC.

For the six months ended 30 June 2004 and 30 June 2005,the Company, associates and
contractual joint ventures made no provisions for income tax.

There was no material amount of unprovided deferred tax in respect of the period.
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7 PROFIT PER SHARE

For the six months ended 30 June 2005,the profit per share is RMB0.1105.The calculation of
profit per share is based on the net profit attributable to shareholders for the period of RMB
33,653,000 (six months ended 30 June 2004 RMB(16,271,000)) and total number of
304,564,482  six months ended 30 June 2004 304,564,482 “A” and “B” sharesin issue
during the period.

8 PROPERTY, PLANT AND EQUIPMENT

Buildings Motor vehicles Plant, machinery Total
RMB’ 000 and lifts and equipment RMB’ 000
RMB’000 RMB’000
Cost:
At 1 January 2005
160,960 4,705 62,648 228,313
Additions
10 351 71 432
Transfer from construction
in progress
Decreases
(42,074) 783 (42,857)
At 30 June 2005
118,896 4,273 62,719 185,888
Accumulated depreciation
At 1 January 2005
36,925 1,898 50,874 89,697
Additions
2,330 779 425 3,534
Decreases
(3,202) (431) - 3,633
At 30 June 2005
34,053 2,246 51,299 89,598
Net book value:
At 31 December 2004
124,035 2,807 11,774 138,616
At 30 June 2005
82,843 2,027 11,420 96,290

Buildings with a net book value of RMB32,865,000 are registered in name of the former
owner, Hero Computer Assistant Design Company. Up to the date of this report, the
registration of change in ownership and issuance of property ownership certificate were still in
process.
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9 CONSTRUCTION IN PROGRESS

INTERESTSIN ASSOCISTES

30 June 2005 31 December 2004 30 June 2004
RMB’000 RMB’000 RMB’ 000
At beginning of the period 20 863 863
Additions 275 1,226 1,206
Transfer to property, plant and i (2,069) (2,069)
equipment
Other disposals - - -
Provision for impairment loss - - - -
At end of the period _ 295 20 -
10 GOODWILL
30 June 2005 31 December 2004 30 June 2004
RMB’000 RMB’000 RMB’ 000
At beginning of year, at cost 12,868 26.335 26,335
Additions ) 334 ;
Amortisation (57) (13,801) 1,646
At end of year 12,811 12,868 (24,689)

Particulars of the associates, which were all established and operate in the PRC, are asfollows:

Company Percentage of Principal activities
equity interest
%
Shanghai Xincheng Property 50 Property management

Management Co., Ltd.

50% of the total capital of Shanghai Xincheng Property Management Co., Ltd. is held by the
Company. As at 30 June 2005,the assets and liabilities of this company amounted to RMB
1,077,000 and RMB610,000 respectively. For six months ended 30 June 2005,operation
revenue of the company amounted to RMB 411,000,and the net losses amounted to RMB17.
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12 HELD-TO-MATURITY INVESTMENTS

30 June 2005 31 December 2004
RMB’000 RMB’000
Unlisted investments
- at cost - -
- at recoverable amount 1,112 1,112
1112 1112
13 CASH AND CASH EQUIVALENTS
30 June 2005 31 December 2004
RMB’000 RMB’000
Cash and bank balances 49,651 48 804
14 TRADE AND OTHER RECEIVABLES
30 June 2005 31 December 2004
RMB’000 RMB’000
Trade debtors 4,636 5,200
Prepayments, deposits and other receivables 39217 33891
43,853 39,100

The balance of Trade and Other Receivables as at 30 June 2005 includes RMB100,000,000
due from Shanghai Jinshan District Tinglin Town Foreign Economic Development Company.
Itisformed as set out below:

During the year ended 31 December 2002, the Company and Agriculture Industriaization, a
significant shareholder, made arrangement on purchase of land use right with area of
moul,100 at Hongyang Village, Tinglin Town for establishment of Shanghai Shenlan Live Pig,
Meat & Physical Distribution Center Co., Ltd.. At the end of the year 2002, the Company paid
RMB100,000,000 to Shanghai Jinshan District Tinglin Town Foreign Economic Development
Company as prepayments for the purchase of the land use right (Including made payment of
RMB60,000,000 on 27 December 2002, RMB23,118,507 and RMB16,881,493 on 30
December 2002), the total amount of which were transferred to Agriculture Industriaization
by Shanghai Jinshan District Tinglin Town Foreign Economic Development Company
immediately after the receiving. At present, Shanghai Jinshan District Tinglin Town Foreign
Economic Development Company refuses to recognize this amount of money for the reason
that it has been totally transferred to Agricultural Industrialization. Meanwhile, Agricultural
Industrialisation recognizes that it had received RMB100,000,000 but which only formed the
debt relationship between it and Shanghai Jinshan District Tinglin Town Foreign Economic
Development Company. Up to 30 June 2005,provision for bad debts of RMB 70,000,000.00 is
made on the basis of prudenceness
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16

17

INVENTORIES

30 June 2005 31 December 2004

RMB’000 RMB’000

Raw materials — at cost 1,922 1,130

Work in progress— at cost 48 50

Investment property 12,199 -
Finished goods

- ot cost

44 1,276

- at net realisable value 520 453

14733 2909

DUE FROM/(TO) SHAREHOL DERES

The amounts due from/(to) shareholders are unsecured, interest-free and are repayable on
demand.

As of 30 June 2005, the amounts due from shareholders are RMB115,401,000 and provision
for bad debts of RMB 80,781,000 has been made for them.

As of 30 June 2005, the amounts due to shareholders are RMB 17,735,000.

DUE FROM/(TO) RELATED COMPANIES

The amounts due from/(to) related companies are unsecured, interest-free and are repayable on
demand.

As of 30 June 2005, the amount due from related companies is RMB 469,391,000 and
provision for bad debts of RMB 194,400,000 has been made for them.

The balance of the amounts due from related companies as at 30 June 2005 includes amount of
RMB34,470,000 which is due from Fuyou Securities Brokerage Co. Ltd. (Fuyou Securities).
It is arisen when the company paid Fuyou Securities to purchase its 12.77% shares. As the
industrial and commercial registering procedure for this share is not completed, the Company
recognized it as amounts due from related parties for the moment. On 26 September 2003,
Fuyou. Securities was suspended from operation by China Securities Regulatory Commission
for its disobeying related laws and regulations and the measures on administration of Securities
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18

DUE FROM/(TO) RELATED COMPANIES--CONTINUED
Companies. So provision for bad debts of RMB 24,129,000.00 is made on the basis of
prudenceness.

The balance of the amounts due to related companies as at 30 June 2005 includes amount of
RMB53,048,000 which is due to Shanghai Hero Industrial Company and amount of RMB
43,517,000 which is due to Shanghai Tailin Industrial Company.

SHARE CAPITAL

At 30 June 2005, the registered and issued share capital of the Company was as follows:

30 June 2005 31 December 2004
Number RMB’ 000 Number RMB’000
“A” shares of par vdue of
RMB1.00 each issued to:
State government of the PRC 88,885,940 161,157,847
PRC corporate investors 91,097,529 18,825,622
PRC individual investors 27,684,336 27,684,336
207,667,805 207,668 207,667,805 207,668
“B” shares of par value of RMB
100 each issued to foreign
investors 96,896,667 96,896 96,896,667 96,896
304,564 304,564

The State “A” shares are held and registered in the name of Industry Holding and Shanghai
Municipal Agricultural Investment Corporation (“Agricultural Investment”) representing
14.98%, and 14.20% equity interest of the Company, respectively. They exercise the voting
rights on the State government of the PRC.

43,248,156 state-owed shares hold by Agricultural Investment, which are involved in lawsuit
of the loan contract with Shanghai Changning subbranch of Agricultural Bank of China, have
been frozen by Shanghai No.1 Intermediate People's Court. The duration is one year, from 26
July 2005 to 25 July 20086.

23,248,156 state-owed shares hold by Agricultura Investment, which are involved in lawsuit
of the loan contract with Shanghai Jing’an subbranch of Industrial and Commercial Bank of
China, have been auctioned and acquired by Industry Holding. The share transfer won't go
into effect until it was approved by Shanghai No.l Intermediate People’'s Court. After the
redlization of the share transfer, Industry Holding will become the primary shareholder, and
Agricultura Investment is still the third shareholder.

Among the State “A” shares, 45,684,670 legal person shares, representing 15% equity interest
of the Company by Agricultural Industrialization, were pledged to the Industrial Bank from 2
June 2003 to 6 June 2005 for its guarantee responsibility provided for Huaxin |nvestment with
limit of RMB 575,000,000. As at the date when these consolidated financial statements were
reported, these shares still be impawned.
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The “A” and “B” shares carry equa rights with respect to the distribution of the Company’s
assets and profits and rank pari passu in al other respects. The“A” shares may only be held by
the State government and PRC investors and the “B” shares were originally issued to foreign
investors. Pursuant to a document of the China Securities Regulatory Commission dated 19
February 2001, PRC individua investors with foreign currencies are alowed to buy “B”
shares listed on the stock exchanges of the PRC.

RESERVES

@

(b)

(©)

Statutory surplus reserve

In accordance with the Company Law of the PRC and the Company’s articles of
association, the Company is required to alocate 10% of its profit after tax, as determined
in accordance with PRC accounting standards and regulations applicable to the Company,
to the statutory surplus reserve (“ SSR”) until such reserve reaches 50% of the registered
capital of the Company. Subject to certain restrictions set out in the Company Law of the
PRC and the Company'’s articles of association, part of the SSR may be converted to
increase share capital, provided that the remaining balance after the capitalization is not
less than 25% of the registered capital.

Statutory public welfare fund

In accordance with the Company Law of the PRC, the Company is required to transfer

5% to 10% of its profit after tax, as determined in accordance wit PRC accounting

standards and regulations applicable to the Company, to its statutory public welfare fund
(“PWF") which is a non-distributable reserve other than in the event of the liquidation

of the Company. PWF must be used for capital expenditure on staff welfare facilities and

these facilities remain as properties of the Company.

When the PWF is utilised, and amount equal to the lower of cost of the assets and the
balance of the PWF is transferred from the PWF to the general surplus reserve. This
reserve is non-distributable other than upon liquidation. On disposal of the relevant assets,
the original transfers from the PWF are reversed.

Undistributed pre-establishment profits

The Company was established as joint stock limited company on 21 December 1993
upon the reorganisation of Shanghai Hero Industrial Developing Company (the “Former
Company”), a State-owned enterprise established in Shanghai, the PRC.

Pursuant to statutory rules in the RPC, the assets and liabilities and the business of the
Former Company were deemed to have been transferred to the Company on 1 December
1993 at revaluation on 31 December 1992 as approved by the Shanghai State Assets
Administration Bureau.
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(d)

Undistributed pre-establishment profits represent profits of the Former Company for the
period from 1 January 1993 to 30 November 1993 as follows:
30 June 2005 31 December 2004

RMB’ 000 RMB’000
Net profit for the period from 1 January 41,735 41,735
1993 to 30 November 1993 as reported
in the statutory accounts
Impact of IFRS adjustments 5,857 5,857

47,592 47,592

As at the date when these consolidated financial statements were approved, the Directors
were not aware of any new announcements of government authorities in respect of
treatments of the undistributed pre-establishment profits.

For the presentation of the current year’s consolidated financia statements, the
undistributed pre-establishment profits have been classified as a reserve as the Directors
are of the opinion that the possibility of the amount being demanded of payment in the
foreseeable futureis remote.

Distribution of profits

As at 30 June 2005, the distributable retained profits of the Group as determined in
accordance with PRC accounting standards and regulations applicable to the Group
amounted to RMB (497,795,000) (2004: RMB(505,900,000)), the distributable retained
profits of the Group as determined in accordance with International Accounting
Standards amounted to RMB (217,602,000) (2004: RMB(251,255,000)). According to
the relevant regulations in the PRC, the retained profits available for distribution are the
lower of the amount determined under PRC accounting standards and the amount
determined under IFRS.

The Directors do not recommend the payment of adividend for the six months ended 30
June 2005.
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20 BANK AND OTHER BORROWINGS

Bank loans
Other borrowings

Balances due:

Overdue

Within one year

In the second year

In the third to fifth years, inclusive

Portion classified as current liabilities
Long term portion

30 June 2005
RMB’000
117,650
40,214
157,864

122,290
35,574

157,864
(157.864)

31 December 2004

RMB’ 000
247,500
39,525
287,025

241,225
45,800

287,025
(287,025)

Bank loans of RMB 117,650,000 and other borrowings of RMB 40,214,000 denominated in
RMB as at 30 June 2005 bear annual interest at rates ranging from 4.80% to 6.44%..

* The overdue loan as at 30 June 2005 amounted to RMB122,290,000, of which the bank loan
from Shanghai Pudong Development Bank Putuo Subbranch that amounted to RMB100,000

has been settled on 8 August 2005.

Certain of the Group’s bank loans are guaranteed by the following parties:

Significant shareholder
*1  Agricultural Industralization

Huaxin Investment (Group) Co., Ltd.
*2  Agricultural Investment

Related parties
*3 Meélin Aquarius (Group) Co., Ltd.

*2  Shanghai university science and technology Co.,Ltd

Shanghai dasheng products Co.,Ltd

Third parties

Shanghai Green Land (Group) Co.,Ltd.
*1  Shanghai Albatronics Co.,Ltd.
*3 Xinye Rea Estate Co., Ltd.

Shangha Huayuan Pharmaceuticals Co., Ltd.
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30 June 31 December
2005 2004
RMB’000 RMB’ 000
10,000 10,000
- 50,000
37,050 61,600
47,050 121,600
31,600 31,600
12,974 20,000
8,000 8,000
52,574 59,600
- 41,000
10,000 10,000
31,600 31,600
22,500 22,500
64,100 105,100
163,724 286,300
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*1 Beco-guaranteed by the two parties.

*2 RMB12,974,000 of bank loans are co-guaranteed by the two parties.

*3 Be co-guaranteed by the two parties.

The remaining bank and other borrowings as at 30 June 2005 are unsecured.

TRADE AND OTHER PAYABLES

30 June 2005 31 December 2004
RMB’000 RMB’ 000
Trade creditors 41,893 24,566
Other payables and accrued liabilities 58,423 74,300
100,316 98,866

PROVISIONS

30 June 2005 31 December 2004
RMB’ 000 RMB’000
Accrued for lawsuit 56,872 56,723

The lawsuit provision represents management’s best estimate of joint liability undertaken by
the Group as the guarantor as at 30 June 2005.

The provision accrued for lawsuit amounted to RMB 149,000, which was made for Danyang
Fenquan Plastic Company to undertake joint liability for the six months ended 30 June 2005,

Pursuant to verdict by the Court, the lawsuit provision of RMB 55,440,000 are made for a
third party, Xinye Real Estate Co. Ltd. as at 30 June 2005 and due to this joint liability
undertaken by the Group for Xinye Rea Estate Co., Ltd., al the investment and equity in
Lianxin Property of the Company (80% equity interests in the company amounted to RMB
24,800,000) has been frozen by the Court.

Pursuant to verdict by the Court, the lawsuit provison of RMB1,283,000 are made for a
related party, Shanghai Parts No.2 Factory.

NOTESTO THE CONSOLIDATED CASH FLOW STATMENT

Analysis of changesin financing during the year
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Issued capital
(including share Bank
premium account and other Dueto Minority
and capital reserve) borrowing Shareholders interests
RMB’000 RMB’000 RMB’000 RMB’000
Balance at 1 January 2005
489,036 287,025 7,108 1,605
Net cash inflow/(outflow) from
finencing - (129,161) 10,627 4,000
Losses shared by  minority
shareholders - - - _ (164
Balance at 30 June 2005
489,036 157,864 17,735 5,441

RETIREMENT BENEFITS

As stipulated by the PRC State regulations, the Company participates in a defined contribution
retirement plan. All employees are entitled to an annual pension equal to a fixed proportion of
the average basic salary amount within the geographical area of their last employment at their
retirement dates. The Company is required to make contributions to registered insurance
companies at arate of 22.5%(2004: 22.5%) of the previous year’s average basic salaries within
the geographical area where the employees are under employment with the Company. The
Company has no obligation for the payment of pension benefits beyond the annua
contributions to the registered insurance companies as set out above.

COMMITMENTS

The Company had signed mutually guaranteed agreement with Shangha Huayuan
Pharmaceuticals Co., Ltd., athird party, for atotal amount of RMB 22,500,000. The Company
has provided no guarantee for it, so the un-provided guarantee liability for it is RMB
22,500,000.

CONTINGENCIES

(@ Contingent ligbilities
30 June 2005 31 December 2004

RMB’000 RMB’000
Shanghai Lianxin Real Estate Co., Ltd. - -
Shanghai Shenlan (Group) Co., Ltd. - -
* Shanghai Daying Poultry Co., Ltd. 7,700 7,800
Shanghai Huaxing Green Engineering Co., Ltd. - -
Zhenging Feeds Works 800 800
Shangha Qingpu Daying Collective Assets 500 500
Investment Corporation
9,000 9,100

*Be co-guaranteed by the Company and Agricultural Investment Company.
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(b) As notes 25 says, the Company had signed mutualy guaranteed agreement with
Shanghai Huayuan Pharmaceuticals Co., Ltd., a third party, for a total amount of
RMB22,500,000 . Asthis note (a) says, the Company has provided no guarantee for it, so
the un-provided guarantee liability for it is RMB22,500,000.

(c)  TheCompany hasfailed in the lawsuit ,in which Nanjing Wucaishi Science and technical
Co., Ltd. prosecuted the Company for paying back its processing fee and penalty
which amounted to RMB2,683,000 in the first trial. Dissatisfied with it, the Company
has lodged a further appeal and then the court cancelled the original verdict and requires
rejudging on this case. Up to the date of this report, the lawsuit is still in the course of
trial.

27 IMPACT OF IFRSADJUSTMENTSON NET LOSSAND NET ASSETS

Net profit/(loss)for the Net assets as at Net assets as at
Six months ended 30 June 30 June2004 31 December2004
2005 2004 RMB’ 000 RMB’000
RMB’000 RMB’000

As reported in the statutory accounts of
the Group prepared in accordance with PRC
accounting standards 8,105 (14,605) 72,055 42,677
Provision for bad debts 62 (353) 1,179 1,117
Inventory loss 162 - 162 -
Retrospective adjustment due to the change - - - -
of accounting estimates
Provision for inventories 97 - 97 -
Provision for stocks - - - -
Provision for long term investments - - (12,890) (12,890)
Depreciation 294 (201) 293 -
Long term credible-undistributed - - 31,448 31,448
pre-establishment profits
Provision for properties under development - - 240 240
Goodwill 1,324 810 (5,064) (6,388)
Gain on disposal of asubsidiary - - - -
Exemption from the bank loan interest - - - -
Exemption from the bank loan principal 29,050 - - -
Gain on redl estate transfer - 192 - -
Rental expenses - (373) - -
Amortization of other assets - (405) - -
Prepaid income tax expenses 2,544 - 2,544 -
Interest expenses (202) (1,213) (202) -
Minority interests 110 52 110 -
Unrecognized investment loss (7,777) - - -
Others 116 175 (3,010 (2,895)
Impact of IFRS adjustments, net 25,548 (1,666) 14,908 10,633
As restated in these consolidated financia
statements 33,653 (16,271) 86,962 53,309

_33-



Daying Modern Agriculture Co., Ltd.
Sx months ended 30 June 2005

28 RELATED PARTY TRANSATCIONS

Other than disclosed elsewhere in the financial statements, the Group had the following
material related party transactions during the year.

(8 Transaction with associates, contractua joint ventures and related parties

Six months Six months
ended ended
30 June 2005 30 June 2004

RMB’ 000 RMB’ 000
Sales of goods
Sdlesto related parties 1,209 5,928
Purchases of goods
Purchases from related parties 1,769 _446
Rental income
Rental from related parties - _ 23
Rental paid to shareholder - _ 27

30 June 31 December
2005 2004

RMB’ 000 RMB’ 000
Provide finance
Provide finance to shareholders 115,401 115,401
Provide finance to related parties 477,785 440,895

593,186 556,296
Acquire finance
Acquire finance from shareholders 18,310 25,041
Acquire finance from related parties 151,124 170,554
169,434 195,595

Theterms of the related party transactions are determined by agreement.

(b) Details of baances with shareholders, related companies, and associates are set out in
notesl6 and 17 respectively.
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29 POST BALANCE SHEET EVENT

(@ As note 20 says, the overdue loan of RMB100,000 from Putuo Subbranch of Shanghai
Pudong Devel opment Bank as at 30 June 2005 has been settled on 8 August 2005.

(b) Asnote 18 says, 43,248,156 state-owed shares hold by Agricultural Investment, which are
involved in lawsuit of the loan contract with Shanghai Changning subbranch of
Agricultural Bank of China , have been frozen by Shanghai No.l1 Intermediate People’'s
Court. The duration is one year, from 26 July 2005 to 25 July 2006.

(c) Asnote 18 says, 23,248,156 state-owed shares hold by Agricultural Investment, which are
involved in lawsuit of the loan contract with Shanghai Jing’an subbranch of Industria and
Commercia Bank of China, have been auctioned and acquired by Industry Holding. The
share transfer won't go into effect until it was approved by Shanghai No.1 Intermediate
People’s Court. After the realization of the share transfer, Industry Holding will become
the primary shareholder, and Agricultural Investment is still the tertiary shareholder.

(d) On 17 August 2005,the meeting of Board of Directors was convened. The Proposal Report
on the Company’s Significant Assets Replacement and Agreement on Assets Replacement
were examined and passed. The Company plans to use parts of its assets and liabilities
(evauation value of RMB93,273,000) to exchange with a property and three subsidiaries
(tota evaluation value of RMB107,187,000)of Shanghai Haiwen (Group)Co. Ltd. which
is wholly owned by Shanghai Light Industry Hold Co. Ltd.. The replacement difference
which amounted to RMB13,914,000 will be used to cancel out accounts payable of
Shanghai Hero Industry Co. Ltd. which iswholly owned by Shanghai Light Industry Hold
Co. Ltd. and its associates. This significant assets replacement is to be reported to the
China Securities Regulatory Committee for approval.

30 GOING CONCERN

At 30 June 2005, the accumulated net losses of the Group as determined in accordance with
PRC accounting standards and regulations applicable to the Group amounted to RMB
497,795,000(2004: Accumulated net losses RMB505,900,000), that determined under IFRS
amounted to RMB 505,810,000 (2004: Accumulated net losses RMB539,463,000) .

At 30 June 2005, the overdue loan amounted to RMB122,290,000.

Because of the technical limitation and the shrink of the domestic market, the Company has had
to partly stop the principle activities since 2003.

Although as the difficulties faced by the Company mentioned above, the board of the
Company declared that the Company (group) have adequate liquid fund to support its
operation to continue as a going concern for the foreseeable future, the reasons for which state
asfollows:
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(& As note 29 says, The Company plans to use parts of its assets and liabilities to exchange
with a property and three subsidiaries of Shanghai Haiwen (Group) Co. Ltd. which is
wholly owned by Shanghai Light Industry Hold Co. Ltd.. The assets to be replaced out are
mainly non-operational assets such as accounts receivable, while the assets to be replaced
in are operational assets just as equities.

(b) After this replacement, Shanghai Light Industry Hold Co. Ltd. and its subsidiaries will pay
off the residual amounts due to the Group with cash.

(o) Lianxin Real Estate, one of subsidiaries of the Company, is intended to purchase the second
program of trade field in Jinan Road, Nanning City, Guangxi Province in auction market in
2006,then face-lift and saleit.

(d) Daying Poultry, one of subsidiaries of the Company, plan to establish Taizhou Daying
Poultry Company Limited (tentative name) in Taizhou, Jiangsu Province for breeding and
slaughter base to ensure the supply of raw material and increase sales revenue.

31 DEBT RESTRUCTURE

Up to 30 June 2005, pursuant to Debt Restructure Agreement signed by the Group and the
creditor banks, Shanghai Putuo subbranch of Industrial and Commercial Bank of China, the
bank agreed eliminated the corpus of RMB29,050,000.

32. OTHER SIGNIFICANT EVENTS
Disclosure in 2004 Annual Report showed the Company suffered three consecutive years of
loss. According to the related regulation, listed share companies suffering three consecutive
years of loss will be suspended from trading. So the Company was suspended from public
trading by Shanghai Stock Exchange since 18 May 2005. And the Company continuously
suffering losses will be withdrawn from the Stock Market

33. FINANCIAL INSTRUMENTS

Financial risk management objectives and policies

The Group is exposed to market risk, including primarily changes in interest rates. The Group
does not hold or issue derivative financial instruments for trading purposes.

Interest rate risk
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33. FINANCIAL INSTRUMENTS—CONTINUED
The Group’s exposure to market risk for changes in interest rates relates primarily to the
Group's interest bearing loans and borrowings. The Group dose not hedge interest rate

fluctuation as the Group’s exposure to interest rate risk is not significant.

Exchange rate risk

The Group's exposure to market risk for changes in foreign currency exchange rates is
minimal.

The Group does not, and currently there is no effective way to, hedge exchange rate
fluctuations between RMB and other currencies.

Credit risk

Credit risk arising from the inability of a counterpart to meet the terms of the Group’s financia
instrument contracts is generally limited to the amounts, if any, by which the counterpart’s
obligations exceed the obligations of the Group. The Group minimizes exposure to credit risk
by only dealing with counterparts with acceptable credit ratings.

Net fair values

The aggregate net fair values of financia assets and financid liabilities are not materially
different from their carrying amounts.

Credit risk exposures

The Group's maximum exposure to credit risk (not taking into account the value of any
collateral or other security held) in the event that the counterparts fail to perform their
obligations as at 30 June 2005 in relation to each class of recognized financial assets is the
carrying amount of those assets as indicated in the balance sheet.

Significant concentrations of credit risk

Concentrations of credit risk exist when changes in economic, industry or geographic factors
similarly affect groups of counterparts whose aggregate credit exposure is significant in
relation to the Group’s tota credit exposure. The Group has significant sales transactions with
related companies and customers in the stationery and poultry product industries and has a
significant concentration of credit risk.
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34 COMPARATIVEAMOUNTS

Certain comparative amounts have been reclassified to conform with the current year's
presentation.

35 APPROVAL OF THE CONSOLIDTATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorized for issue by the Board of
Directors on 29 August 2005.
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