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I. Critical Notes

(') The companyds board of directors, baodhrd of s
executives guarantee that the report do not have any false records, misleading statement or

significant omission, and individually and collectively undertake the responsibility for the
correctness, accuracy and completeness of its content.

(1IN Al members of the board of directors attended the board meeting.

(I1'11')y The companyés semiannual financi al report
(11N No major shareholder occupies the capital of the company.

(V) Principal of the company, Mr. Xu Jianguo, principal of accounting, Mr. Si Wenpei, and

accountant in chief, Ms. Zou Xiaolu jointly declare that this semiannual financial report is true

and complete.

II. Company's Basic Information
(I) Company's Basic Information
1. Legal Chinese Name of the Company: 3 ) QA
Abbreviation of the Chinese Name: 3
Legal English Name of the Company:
SHANGHAIMECHANICAL&ELECTRICALINDUSTRYCO.,LTD.
Abbreviation of the English Name: SMEIC
2. Pl ace f ors hGuornepbasn yléisstAl ng: Shanghai Stock Excha
Abbreviation of A Share: Shanghai M&E
Stock Code for A Share: 600835
Stock Exchange for | isting the Companyds B Shar
Abbreviation of B Share: M&E B Share
Stock Code for B Share: 900925
3. Companyds Registered Address: No. 128 North Zt
Shanghai
Companyés Office Address: 9F Huishang Building,
Area, Shanghai
Postal code: 200135
Company6s we.dhimasdc.en:

Companyés Email: sec@chinasec. cn
4. Company 0 senthtieegXliangue pr e
5. Companyb6s Secretary of Board of Directors: Si

Tel: (021)68547168
Fax: (021)68547170
E-mail shjddm@chinasec.cn
Contact Address: 9F Huishang Building, No0.1286 Minsheng Road, Pudong New Area,
Shanghai
6. Designated newspapers for disclosure of information of the company: China Securities
News, Shanghai Securities Daily and Wen Wei Po
Website designated by China Securities Regulatory Commission for publishing
semiannual report of the company: www.sse.com.cn
Companyds siitneg fsoermi mma k u al report: Companyébs


http://www.chinasec.cn/
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Department

7. Other Basic Information
Date of the first registration of the company: February 24™, 1994
Number of business license for incorporated enterprise: 310000400075814

Tax registration certificate number:

Companyods
Of fice

addr ess
Square, No. 989, Changle Road, Shanghai

domestic
of

(1) Main Financial Data and Indices:
1. Main Accounting Datum and Financial Indexes

t he

310115607262023

¢ eAnyongfDaheialAcqountng Firnm Ca, ¢td.ount s

Unit: Yuan Currency: RMB

company0s " Hoornshis Frade

At the end of the
reporting period

At the end of the
last year

Increase or Decrease
of the end of the
reporting period than
the end of the last

year(. )
Total assets 10,404,102,038.58 | 10,026,108,121.42 3.77
Owner so e g 4,280,982,623.73 | 4,064,286,599.12 5.33
sharehol der
Net assets per share 5.02 4.77 5.24

(Yuan)

Reporting period

Same period of the

Increase or Decrease
of the reporting period

(Jan. 1 Jun)) last year than the same period
of the last year(, )

Business profits 586,371,314.83 524,227,480.18 11.85
Total Profits 597,252,107.84 527,120,107.51 13.30
Net Profits 325,939,746.52 297,804,166.30 9.45
Net Profits Deducted 326,890,958.07 297,353,198.20 9.94
From Non-frequent
Profit and Loss
Basic income per 0.382 0.349 9.46
share (Yuan)
Basic earnings per 0.384 0.349 10.03
share after
non-frequent profit and
loss (Yuan)
Net profit per share 0.382 0.349 9.46
(Yuan)
Yield rate of net assets 7.61 7.79 Decreased by 0.18%
(%)
Net cash flow 4,084,610.30 295,608,189.13 -98.62
generated in business
Net Cash Flow form 0.005 0.35 -98.57

Operating Activities

2. ltems and amounts of the non-frequent profit and loss to be conducted

Unit: Yuan Currency: RMB

certif
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Items of the non-frequent profits and losses

Amount from the beginning of the year to the
end of the reporting period

Profits and losses of disposal of non-current -1,515,902.71
assets

Non-business net income and expense 960,911.38
other than the items above

Effects of income tax of non-frequent profits -184,743.32
and losses

Effects of non-frequent profits and losses of -211,476.90
minority

Total -951,211.55

lll. Capital Stock Changes and Shareholders Status

() Changes in Share

Within the report

ter m, t

he companyds

The 2007 plan of profit distribution and capital surplus transferred into equity was approved

the 2007 gener al

by

s har eh o ["®@08.s Baserh enettte itotalg

equity of 852,282,757 shares, capital reserve is transferred to capital upon the shares issued
to all shareholders with a rate of 2 shares every 10. The ex-rights date is July 9", 2008.
Once the capital fund is transferred into equity, diluted based on the new equity of
1,022,739,308 shares, the earning per share in 2007 is RMB0.592 and the asset per share is
RMB3.97. Diluted base don the new equity of 1,022,739,308 shares, the earning per share
in the first half of 2008 is RMB0.319 and the asset per share is RMB4.19.

(I Particulars about Shareholders
1. Shareholders Number and Shareholdings

Unit: Share

Number of all shareholders of the end of the reporting period: 64,962 units, including 31,706 units

of A-tradable shareholders and 33,256 units of B-tradable shares.

Particulars about the top ten shareholders

tot al

Increase or
Nature of , Total Decrease Stock with | Pledged
Name of Proporti )
Sharehol Shareholde | during the sales or
shareholders on (%) . L .
der rs reporting limitations | Freezing
period

Shanghai Electric | State-ow 47.28 | 402,933,63 0| 402,933,6 | Non
Group Co., Ltd. ned 7 37

corporati

on
Agriculture Bank of | Others 4.40 | 37,479,044 | 10,479,044 0 | Unknown
China: Zhongyou
Hexin Chengzhang
Securities
Investment Fund
Agriculture Bank of | Others 2.93 | 24,939,388 939,388 0 | Unknown
China: Zhongyou
Hexin Youxuan
Securities
Investment Fund
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Bank of China- | Others 1.29 | 10,993,569 | 10,993,569 0 | Unknown
Haifutong Stock
Securities
Investment Fund
Bank of China- | Others 0.87 7,447,256 7,447,256 0 | Unknown
Haifutong Stock
Securities
Investment Fund
Shanghai  Pudong | Others 0.59 | 5,001,707 5,001,707 0 | Unknown
Development Bank i
Changxin Jinli Trend
Equity-Based
Securities
Investment Fund
Construction Bank of | Others 0.54 | 4,565,399 | -6,213,149 0 | Unknown
China: Taida Heyin
Shizhi Youxuan
Securities
Investment Fund
China Me | Others 0.50 | 4,276,951 4,276,951 0 | Unknown
Bank 1 Haifutong
Enforced Return
Mixed Securities
Investment Fund
Bank of China 1 | Others 0.47 | 4,009,380 4,009,380 0 | Unknown
Haifutong Selected
No.2 Mixed
Securities
Investment Fund
GTPRCFUND Foreign 0.47 | 4,000,162 | -1,400,000 0 | Unknown
Sharehol
der
Share holding of top 10 unlimited tradable shareholders
Name of shareholders StOCk. W.'th(.)Ut sales Share Type
limitations
Agriculture Bank of China: Zhongyou Hexin Chengzhang 37,479,044 | Common Stock
Securities Investment Fund in RMB
Agriculture Bank of China: Zhongyou Hexin Youxuan 24,939,388 | Common Stock
Securities Investment Fund in RMB
Bank of China- Haifutong Stock Securities Investment 10,993,569 | Common Stock
Fund in RMB
Bank of China- Haifutong Stock Securities Investment 7,447,256 | Common Stock
Fund in RMB
Shanghai Pudong Development Bank 1 Changxin Jinli 5,001,707 | Common Stock
Trend Equity-Based Securities Investment Fund in RMB
Construction Bank of China: Taida Heyin Shizhi Youxuan 4,565,399 | Common Stock
Securities Investment Fund in RMB
Chi na Me r ¢ h 4 nHaifutdng Brionckd Return 4,276,951 | Common Stock
Mixed Securities Investment Fund in RMB
Bank of China T Haifutong Selected No.2 Mixed 4,009,380 | Common Stock
Securities Investment Fund in RMB
GTPRCFUND 4,000,162 | Domestic Listed
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Foreign Share

Bank of Communications i Boshi New Developing 3,999,908 | Common Stock
Securities Investment Fund in RMB

1. Zhongyou Hexin Chengzhang
Securities Investment Fund and
Zhongyou Hexin Youxuan Securities
Investment Fund are both affiliated to
Zhongyou Chuangye Fund
Management Co., Ltd.

2. Haifutong Selected Securities
Investment Fund, Haifutong
Equity-based Securities Investment
Fund, Haifutong Enforced Return
Mixed Securities Investment Fund
and Haifutong Selected No.2 Mixed
Securities Investment Fund are all
affiliated to Haifutong Fund
Management Co., Ltd..

3. No association or agreement is
detected between other shareholders.

The statement of the correlative relationship and action in
concert of the shareholders mentioned above

Shareholding and sales limitations of top 10 shareholders with sales limitations

Unit: Share
Availability of listing and trading
Newly
Numb Shareholder Stock Listing and increased stock .
L2 . Sales limitations
er name held trading time available for
available listing and
trading
Non-tradable shares
should not be listed
. for trading at
. Egicg:aému 402,933, | August 17", o | Shanghai Stock
) P 637 2009 Exchange within 36
Co., Ltd. -
months of acquiring
listing and trading
rights.

2. Changes of proprietary shareholder and actual controller
There is no change in controlling shareholders and actual controller.

IV. Directors, Supervisors and Senior Managers

(I) Particulars about Directors, Supervisors and Executives

During the reporting period, there is no change in the shareholding of the company directors,
supervisors and executives.

(I Newly recruited or dismissed director, supervisor and/or executive

The 5" Board of Sup eg the 8" gathering adgrees tthat Mr. Xu Cheng Geng

resigned his role of supervisor due to work transfer. The5"Board of Supervisors?d
the 15™ gathering agreed that Mr. Hu Xiong Qing resigned his role of Vice General Manager

6
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due to work transfer.

V. Report by Board of Directors

(I) Discussion & analysis on the overall operations during the reporting period

In the first half of 2008, the operations of the company overcame the negative effects of
increased production costs and declined gross margin caused by price inflation of steel,
wrought iron and other raw materials and RMB appreciation, and maintained the steady and
growing trend throughout the organization. Meanwhile, the market competitiveness of the
key operations is roaring. During the reporting period, the company generated the revenue
of RMB5.192 billion, 23.30% more than last year, with the net profit of RMB326 million,
9.45% higher than last year.

At present, aiming at the challenges confronted in industry competition, Shanghai Mitsubishi
Elevator further adapts its production strategy and keeps improving its state-of-art facilities
and capacity. It sticks to technological innovation and introduces new products fit for the
market. Meanwhile, it also creates new technical advantages to meet the market demands
and seek for new and sustainable growth points. In regards of its implementation of cost
strategy, Shanghai Mitsubishi Elevator standardizes and reinforces its budget management,
improves its price alert mechanism, strengthens its payable management and further
improves its inventory utilization, in order to minimize the capital occupied by the inventory
and increase its integrated competitiveness. It improves its installation and service network,
upgrades the installation and service quality, and promotes the industrialization of its repair
and maintenance services, so that the said business generates rapid growth rate and
becomes one of the growing sources of revenue. In the first half of 2008, the key financial
indicators of Shanghai Mitsubishi Elevator continued to maintain the trend of steady increase.
The like-for-like growth rate of revenue is 24.8% that of elevator production is 22.7%, that of
net profit is 7.2%, and that of service revenue is 32.1%.

The hydraulic and pneumatic operation focuses on the huge market potential in engineering
machinery, coal mine machinery, port machinery and ship machinery. In the first half of
2008, its like-for-like growth rates of revenue and net profit are 45.25% and 66.43%
respectively. Its hydraulic pump business introduces the leading products and technologies
in the world, fulfills the transformation from component manufacturing into system integration,
and offers quality products and creates extraordinary results. The sales of Sauer and
Nabtesco, two joint ventures under the hydraulic and pneumatic operation, grow
substantially compared to last year, as well as their profitabilities. The like-for-like growth rate
of Sauer 06s ne td 1por5d4, iand thatnof MNabtesco increases 34.46%,
demonstrating their powerful competitiveness and potential.

Jintai Engineering highly focuses on the R&D of new technologies and keeps launching new
products that meet customer needs, in order to improve its competitiveness in the market.
Its new products in ZKD, SG and SD collections face huge market needs. Meanwhile, it
also accelerates the upgrade and functional extension of conventional rotary drilling rig, with
diversified collections and specifications. Continuous innovations in new technologies and
products further drive its profitability. Even under the huge pressures from increased costs
of raw materials and labor, its gross margin is still higher than last year. In the first half of
2008, Jintai Engineering shows rapid growth trends. The like-for-like growth rate of its



Shanghai Mechanical & Electrical Industry Co., Ltd. 2008 Semiannual Report

revenue in the first half of 2008 increased 57.51%, and that of its net profit increases
104.27%.
This year, the inflation of raw material and labor costs and the rapid appreciation of RMB
result in challenges to printing machine producers. Meanwhile, due to financial tightening
and price increase of paper, ink and other raw materials caused by macroeconomic
regulations, the update speed of equipments in the printing industry slows down, which leads
to certain negative impacts on printing machine producers. At present, Shanghai Electric
Printing Machinery Group actively develops its s
growt h, cost reduction and perfect i mlehgesnent ati o
it will reinforce the management, concentrate on market development and proactively
develop competitive products, in order to avoid substantial decline in its performance.
(I'r)y Company6s main business and situation
1. Main Operating Businesses Classified by Industry

Unit: Yuan Currency: RMB

Increase
Increase or or Increase or
Decrease of | Decrease | Decrease of
Gross business of gross profit
By industry Business | Business | profit | income than | business ratio than
income cost ratio the same cost than the same
(%) period of the same period of
the last period of the last
year(, ) the last year(, )
year(. )
Elevator & | 3,701,276, | 2,887,47 | 21.99 39.05 42.25 | Decreased
Escalator 697.16 | 7,427.83 by 1.75%
Printing & | 270,889,33 | 248,973, 8.09 -15.02 -6.94 | Decreased
Packing 8.77 762.43 by 7.98%
Machinery
Hydraulic 255,067,47 | 234,579, 8.03 47.59 47.74 | Decreased
and 1.83 480.25 by 0.09%
pneumatic
products
Man-made | 364,256,36 | 307,012, | 15.72 -14.75 -10.15 | Decreased
Panel 2.33 322.21 by 4.31%
Engineerin | 241,264,78 | 170,540, | 29.31 60.71 58.85 Increased
g machines 1.69 836.01 by 0.82%
Welding 342,164,98 | 312,077, 8.79 6.66 7.03 | Decreased
Equipment 2.89 896.17 by 0.32%

2. Main Operating Businesses Classified by Area
Unit: Yuan Currency: RMB

: Increase or Decrease of
Incomes from main : .
By Area . incomes from main
operations .

operations than last year(, )
Outwards Selling 50,777.10 26.24
Inwards Selling 455,451.39 19.59
(1'r1r)y Companyds assets stmucture changes in the
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Unit: Yuan Currency: RMB

th December 31%, Changes over the same

ftem June 307, 2006 2007 period of the Last Year (%)
Accounts receivable 846,788,206.38 724,370,215.98 16.90
Stock 1,941,527,214.22 | 1,790,572,925.44 8.43
Long-term equity | 1,243,417,369.59 | 1,191,708,150.57 4.34
investment
Fixed assets 1,190,807,706.85 | 1,217,601,361.01 -2.20
Short-term loan 394,555,709.00 368,715,528.00 7.01
Long-term loan 10,133,585.32 10,236,812.93 -1.01

(IV) Changes in Period Expenses during the Reporting Period than the Same Period of the
Last Year
Unit: Yuan Currency: RMB

ltem Jan. 1 Jun. 2008 Jan. i Jun. 2007 Changes over the
same period of the
Last Year (%)

Sales expense 213,375,019.44 228,683,868.51 -6.70
Management 342,386,795.98 280,669,108.04 21.99
expenses

Financial expenses -29,987,967.29 -8,345,207.46 259.34

Financial expense: mainly saving interest income increased over the previous year.

(V) Changes in Constitution of Cash Flow during the Reporting Period
Unit: Yuan Currency: RMB

Changes over the
Item Jan. T Jun. 2008 Jan. 1 Jun. 2007 same period of the
Last Year (%)
Net cash flow 4,084,610.30 295,608,189.13 -98.62
generated in
business

The decrease in net cash flow generated by operating activities is mainly caused by the
increase of raw material sourcing and labor costs during the reporting period.

(VI) Investment
1. Use of funds raised

Within the report term, the company did not raise any fund and had no previous raised
funds due.
2. Use of non-raised capital

During the reporting period, there is no material non-fundraising investment initiative in
the company.

VI. Significant events
(I) Corporate Government Status
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Since listed, the company has been continually perfecting the corporate government
and standardizing company operation according to the regulations stipulated in Corporation
Law, Securities Law, Stock Listing Rules of Shanghai Stock Exchange and other regulations
by China Securities Regulatory Commission. According to Corporation Law, Securities Law,
Stock Listing Rules of Shanghai Stock Exchange, Corporate Accounting System and
Corporate Accounting Principle, the company has setup a sound, well-established and
effective internal control system, which mainly includes major investment decision-making,
information revealing control, association trade decision making, financing management,
financial manage, as well as management of human resources, administration, purchasing,
marketing and auditing. It has regularly checked and evaluated the systems and effectively
implemented all, which is playing a significant role in supervising, controlling and directing
the production and operation.

According to the requirements and deployment in the Notice on Reinforcing the
Dedicated Public Corporate Governance Initiative issued by China Securities Regulatory
Commission and the Notice on the Implementation of Dedicated Public Corporate
Governance Initiative in Shanghai issued by Shanghai Securities Regulatory Bureau, the
company set up a leadership team and a task force dedicated to the corporate governance
initiative.  From April to October 2007, the company highly focused and actively
implemented a number of corporate governance activities, prepared the self-review report,
and developed corrective plan for the weakness detected in the self-review. In September
2007, Shanghai Securities Regulatory Bureau performed on-site inspection on the corporate
governance situation in the company. Targeting at the concerns detected by the on-site
inspection, the company carefully analyzed the problems, defined proper measures and
designated the owners, in order to avoid similar situations in the future and actually improve
our level of corporate governance. Through self-review and the inspection of the regulatory
authority, the company created a correction report concerning the results of the self-review.

I n July 2008, as required by Document No. 27

No. 270) , i ssued by China Securities Regul
Board of Directors, Board of Supervisors and senior and middle management teams
participated a dedicated workshop and carefully studied on the Notice on the Approval and
Comments of the State Council on the Quality Improvement of Public Companies proposed
by CSRC, the Notice on the Quality Improvement of Public Companies issued by CSRC,
Document No.27 and the dedicated work meeting on public company regulation in Shanghai
organized by Shanghai Securities Regulatory Bureau. As to the characteristics of
investment holding company, the company also circulated a document, which requires the
leadership teams in the subsidiaries shall carefully study and implement the measures.
According to the requirements in Document No.27, on July 19", 2008, the company issued
an announcement on the improvement and corrective actions on corporate governance
initiative. Through the public corporate governance initiative, we further recognize that the
improvement of corporate governance among public companies is a fundamental, important
and ongoing task. The company will continue to focus on corporate governance, reinforce
the construction of information disclosure system and internal control system within the
company, formalize the operations of gene
strengthen the responsibility awareness among board directors, and further upgrade our

1C

ator

[ 2
y C

s ha
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corporate governance level.

According to Rectification Rules for Listed Companies, the following specifies the
companybds situation in rectification:

1. About shareholders and shareholders meeting

The company ensures that all shareholders fully perform their legal rights and treats alll
shareholders equally. It complies with the Di scussi on Rules of Gener al
Meeting defined by the company and calls for and holds ge ner al sharehol der sé
according to the Comment s on Gener al Shar ésbued by EIRCO Meet i r
The related transactions between the company and the related parties follow the principles
of equality, willingness, equivalence and onerousness, as well as openness, fairness and
honesty.

2. About proprietary shareholder and listed companies

The asset restructuring of the company initiated by the major shareholders benefits the

growt h of the company, and doesnodsts ddaotthmge t he
sharehol der s. T he ma jsaught far bxrar berefds| withetiies spdtialv e n 6 t
positions. The Board of Directors, Board of Supervisors and internal organization can run
independently.

3. About directors and Board of Directors
The company elects the directors strictly following the director selection and recruitment
procedure stipulated in the Articles of Incorporation. The Board members carefully and
seriously perform their responsibility as required by the Discussion Rules of Board of
Directors and protect the legal rights and interests of the company and all the shareholders.
The Board of Directors can strictly execute the
meeting to the Board of Directors, and fulfill the resolutions of t he gener al shar
meeting. The general sharehol dersé meeting el ec
independent director system according to regulations, and sets up the specialized
committees under the Board of Directors, in order to complete the corporate governance
structure of the company.
4. About supervisors and Board of Supervisors
The formation of the Board of Supervisors meets the legal and regulatory requirements.
It revised the Rules and Procedures of Meeting of Board of Supervisors, and all of its
members are able to seriously perform their duties with a responsible attitude towards
shareholders, and to supervise the compliance of the company in its financial performance
and of the directors and executives in their duty performance, to ensure the company and its
sharehol derés |l egal rights.
5. About performance assessment and motivation and restriction mechanism
The recruitment of the company managers is open and transparent, complying with
related laws, regulations and the Articles of Incorporation. The Board of Directors allocates
operating targets to the managers according to the defined growth strategy and investment
decisions, and reviews the executives subject to the performance of the company and the
completion of the targets, with proper rewards and penalty accordingly.
6. About stakeholders
The Company sufficiently respects the legal rights and interest of banks, other debtors,
workers, consumers and other stakeholders and actively cooperates with the stakeholders to

11
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jointly promote its sustainable and sound development.

7. About information revealing and transparency

The company has developed the Information Disclosure System according to related
laws, regulations and the Articles of Incorporation, in order to ensure the true, accurate,
complete and timely disclosure of information. The secretary to the Board of Directors
deals with all issues in relation to information disclosure, visitor entertainment, response to
inquiries and shareholder contacts. He/she offers publicly disclosed materials to the
investors and ensures that all shareholders have equal opportunities to access information.

(1) Implementation of profit distribution plan during the reporting period

Profit distribution plan in 2007: Based on the total equity of 852,282,757 shares at the
end of 2007, the company will distribute the cash dividend of RMB1.0 (including taxes) for
every 10 shares, to all shareholders, as RMB85,228,275.70 in total. For B shares, the
actually distributed dividend is US$0.014394 per share, according to the exchange rate of
US$1=RMB6.9472 as of May 30", 2008.

Capital fund transferred into equity in 2007: Based on the total equity of 852,282,757
shares, all shareholders will receive 2 additional shares for every 10 shares, as 170,456,551
shares in total.

Implementation of the above plans: A share registration date: July 8", 2008; EX-right &
EX-dividend date: July 9", 2008; trade date of new unconditional shares: July 10", 2008;
cash dividend payment date: July 15", 2008. B share last trade date: July 8", 2008;
EX-right & EX-dividend date: July 9", 2008; share registration date: July 11", 2008; trade
date of new tradable B shares: July 15", 2008; cash dividend payment date: July 18", 2008.

The announcement on profit distribution and capital fund transferred into equity in 2007
was published on China Securities News, Shanghai Securities News and Wen Wei Po in
Hong Kong on July 3", 2008.

(1) Significant lawsuit or arbitration
There was no significant lawsuit or arbitration in the company during the reporting
period.

(IV) Assets Transactions
There is no asset acquisition and sales and/or M&A event during the reporting period
(V) Significant Related Transaction

There was no significant related parties transaction during the reporting period

(VI) Trusteeship
There was no trusteeship during the reporting period.

(VIl) Contract
There was no contract during the reporting period.

(V) Lease
There was no lease during the reporting period.

12
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(IX) Guarantee
Unit: Yuan Currency: RMB

Guarantee provided by the company for invested subsidiaries

Total guarantee provided by the company for invested subsidiaries 7,850
during the reporting period

Total balance of guarantee provided by the company for invested 14,070
subsidiaries at the end of reporting period

Total guarantee provided by the company(excluded the guarantee provided to the controlled
subsidiaries)

Total guarantee provided 14,070

Percentage to net assets 3.29%

(X) Entrusted financing
There was no entrusted financing during the reporting period.

(XI) Fulfilling of commitments

Equity reform commitments and performing:

Shanghai Electric Group Co., Ltd. will actively support its subsidiary Shanghai M&E in
industrial integration in the 1-2 years of approval of Split Share Structure Reform Program.
The Group will aim to develop Shanghai M&E into a core business platform of all-in-one
electromechanical industry integrating elevator manufacturing, refrigerator and air
conditioner manufacturing, printing and packing machines, engineering machines and
artificial plates. Recently, the Group will speed up the integration of printing and packing
machines business for Shanghai M&E. According to the commitment, Shanghai Electric
Group is actively supporting the electromechanical integration of the Company.

(XII) Appointment and Replacement of Certified Public Accountants Company

During the reporting period, the company

(XII) Sanction and rectification imposed on listed companies and their directors, supervisors,
senior managers, shareholders, actual controller

Within the report term, the Company and its directors, supervisors, senior managers,
shareholders, actual controller received no inspection, administrative sanction, publicly
notified warnings from China Securities Regulatory Commission, or any public condemning
from Shanghai Stock Exchange.

(XIV) Analysis and Statement of other significant events and its influence and solution
Equity investment
Unit: Yuan Currency: RMB

Num | Stock | Abbre | Holding Initial Account value | Account value of | Accounting
ber Code | viatio | volume at | investment of term end term beginning items
n the end | volume
(share)

hasno
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1 60061 | Chlor- 338,800 1,240,000.00 1,653,344.00 2,727,340.00 | Financial
8 alkali assets
Chem available for
icals sale
2 60063 | White 2,191,200 7,461,700.00 | 13,892,208.00 27,105,144.00 | Financial
3 Cat assets
available for
sale
3 60066 | Tiandi 660,000 1,400,000.00 3,260,400.00 7,748,400.00 | Financial
5 yuan assets
available for
sale
4 60084 | Baoxi 800,000 2,909,090.91 13,560,000.00 29,608,000.00 | Financial
5 n assets
Softw available for
are sale
5 00050 | Ewus 149,202 353,400.00 1,327,897.80 3,013,880.40 | Financial
1 hang assets
A available for
sale
6 60132 | Bank 1,578,150 1,893,780.00 | 11,804,562.00 24,445,543.50 | Financial
8 of assets
Com available for
munic sale
ations
Total 15,257,970.91 | 45,498,411.80 94,648,307.90

(XV) Information revealing index

Name and page of news . .
Events . date Website news carrier
carrier
Pre-announcement of 2007 | China Securities Journal D3, | January 15““, Input stock code on the
Business growth Shanghai  Securities News | 2008 website of
D19, Wen Wei Po B10 www.sse.com.cn to check
out
Notice of 15" Session of 5" | China Securities Journal D24, | April 15", 2008 Ditto
Board Meeting and 2007 | Shanghai Securities News
Annual S h a| D16, Wen Wei Po B7
Conference
Announcement of 8™ | China Securities Journal D24, April 15" 2008 Ditto
Session of 5" Supervisors | Shanghai Securities News
Board Meeting D16, Wen Wei Po B7
2007 Yearly Statement | China Securities Journal D24, | April 15”‘, 2008 Ditto
Abstract Shanghai  Securities News
D16, Wen Wei Po B7
The Company's 1st | China Securities Journal D19, | April 25" 2008 Ditto
Quarterly Report of 2008. Shanghai  Securities News
D64, Wen Wei Po A42
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China Securities D19 | April 25", 2008 Ditto
Shanghai Securities D64 Wen

Wei Po A42

Announcement  of 16"
Session of 5" Board
Meeting

China Securities Journal C6, | May 30“‘, 2008 Ditto
Shanghai Securities News D8

Wen Wei Po A19

Resolution Announcement
of 2007 Annual
Sharehol der so

China Securities Journal D3, | July 3“’, 2008 Ditto
Shanghai  Securities News

D16, Wen Wei Po A20

Announcement on Profit
Distribution & Capital Fund
Transferred into Equity in
2007

VII. Financial Reports (Unaudited)
(I) Financial Report
Combined balance sheet
Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.
Unit: Yuan Currency: RMB
Deadline: Jun 30", 2008

Iltem

Annotation

Term-end balance

Year-beginning
balance

Floating assets:

Monetary fund

4,033,882,792.01

4,079,426,457.65

Provision settlement

Funds for inter-bank lending

Trading financial assets

Notes receivable

127,187,704.95

163,423,318.18

Payment receivable

846,788,206.38

724,370,215.98

Advanced payment

343,573,017.37

240,242 ,463.64

Premiums receivable

Reinsurance accounts

receivable

Reissuance contract provision
receivable

Interest receivable

14,343,487.50

2,870,662.50

Dividend receivable

43,133,078.56

27,745,072.35

Other account receivable

125,475,167.89

87,370,218.06

Buying of counter-purchased
financial assets

Stock

1,941,527,214.22

1,790,572,925.44

Non-current assets to be due in
a year

Other floating assets

Total floating assets

7,475,910,668.88

7,116,021,333.80

Non-current assets:

Loan and advanced-payment
giving

Financial assets available for

sale

45,498,411.80

69,064,699.90

Investment fund held to term
end
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Long-term payment payable

Long-term equity investment

1,243,417,369.59

1,191,708,150.57

Investment real estate

Fixed assets

1,190,807,706.85

1,217,601,361.01

Construction in progress

132,050,094.53

95,499,666.03

Engineering materials

Liguidation of fixed assets

Manufacturing biological assets

Gas and oil assets

Invisible assets

234,491,683.46

265,196,860.91

Development expense

Goodwill

3,627,166.84

3,627,166.84

long-term fees to be apportioned

14,279,528.72

10,711,006.80

Defer income tax assets

64,019,407.91

56,677,875.56

Other non-current assets

Total non-current assets

2,928,191,369.70

2,910,086,787.62

Total assets

10,404,102,038.58

10,026,108,121.42

Floating liabilities:

Short-term loan

394,555,709.00

368,715,528.00

Loans from central bank

Deposit absorbing and Vostro
account

Funds for inter-bank borrowing

Trading financial debts

Notes payable

3,642,520.00

944,050.00

Payment payable

1,172,051,332.65

1,016,380,092.88

Payment received in advance

2,089,371,802.89

2,186,370,342.22

fund of selling of

counter-purchased financial

assets

Handling charges and

commissions payable

Empl oyeesd6 sal a 116,792,452.18 209,565,774.99

Tax payable

106,600,223.79

134,812,189.12

Interest Payable

Dividend payable

372,318,905.47

44,288,109.77

Other account payable

313,708,527.79

359,363,809.20

Reissuance account payable

Insurance contract provision

Proxy securities transaction
fund

Proxy securities undertaking
fund

Non-current liabilities to be due
in a year

Other floating liabilities

8,719,104.80

7,789,600.00

Total floating liabilities

4,577,760,578.57

4,328,229,496.18

Non-current liabilities:
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Long-term loan

10,133,585.32

10,236,812.93

Bonds payable

Long-term payment payable

1,753,920.89

1,753,920.89

Specific account payable

Estimated liabilities

Deferred income tax liabilities

25,005,134.83

27,134,956.11

Other non-current liabilities

Total non-current liabilities

36,892,641.04

39,125,689.93

Total liabilities

4,614,653,219.61

4,367,355,186.11

Owner so equi
sharehol der sbé e

Paid-up capital (or equity
capital)

852,282,757.00

852,282,757.00

Capital reserve fund

1,606,186,187.63

1,625,836,133.43

Minus: Treasury stocks

Surplus accumulation fund

747,142,301.04

747,153,162.12

Normal risk provision

Unallocated profits

1,088,674,614.52

848,115,182.62

Conversion difference of foreign
currency report

-13,303,236.46

-9,100,636.05

Total —ownership equity  of 4,280,082.623.73 |  4,064,286,599.12
parental company
Minority shareh 1508,466.195.24 | 1,594,466 336.19

Total ownership equity

5,789,448,818.97

5,658,752,935.31

Total liabilities and ownership

10,404,102,038.58

10,026,108,121.42

Legal representative: Xu Jianguo

Person in charge of accounting: Si Wenpei

Accounting manager: Zou Xiaolu

Balan

ce sheet of parental company

Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

Unit: Yuan Currency: RMB
Deadline: Jun 30", 2008

Iltem

Annotation | Term-end balance

Year-beginning
balance

Floating assets:

Monetary fund

380,010,164.25

109,339,205.40

Trading financial assets

Notes receivable

Payment receivable

Advanced payment

1,396,835.44

Interest receivable

Dividend receivable

14,358,913.98

12,336,464.28

Other account receivable

7,283,322.37

4,118,618.24

Stock

Noncurrent assets to be due in a

year

17
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Other floating assets

10,000,000.00

Total floating assets

403,049,236.04

135,794,287.92

Non-current assets:

Financial assets available for sale

45,498,411.80

68,775,601.30

Investment fund held to term end

Long-term payment payable

Long-term equity investment

3,316,991,313.28

3,310,133,256.75

Investment real estate

Fixed assets

61,369,834.21

64,661,071.85

Construction in progress

Engineering materials

Liguidation of fixed assets

Manufacturing biological assets

Gas and oil assets

Invisible assets

45,531,157.22

69,663,672.97

Development expense

Goodwill

long-term fees to be apportioned

Defer income tax assets

Other non-current assets

Total non-current assets

3,469,390,716.51

3,513,233,602.87

Total assets

3,872,439,952.55

3,649,027,890.79

Floating liabilities:

Short-term loan 40,000,000.00 40,000,000.00
Trading financial debts

Notes payable

Payment payable 4,842,773.48 4,842,773.48
Payment received in advance

Empl oy e eiesspayablel ar 7,787,957.18 20,041,866.77
Tax payable 7,409,106.05 332,211.54

Interest Payable

Dividend payable

85,228,275.70

Other account payable

686,963,837.69

723,172,041.13

Non-current liabilities to be due in
a year

Other floating liabilities

Total floating liabilities

832,231,950.10

788,388,892.92

Non-current liabilities:

Long-term loan

Bonds payable

Long-term payment payable

Specific account payable

Estimated liabilities

Deferred income tax liabilities

11,223,023.66

17,042,321.04

Other non-current liabilities

Total non-current liabilities

11,223,023.66

17,042,321.04

Total liabilities

843,454,973.76

805,431,213.96
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Owner so equit
sharehol dersé6 eq

Paid-up capital (or equity capital)

852,282,757.00

852,282,757.00

Capital reserve fund

1,593,723,705.75

1,611,181,597.87

Minus: Treasury stocks

Surplus accumulation fund

235,568,705.86

235,568,705.86

Unallocated profits

347,409,810.18

144,563,616.10

Total  ownership
shareholders equity)

equity  (or

3,028,984,978.79

2,843,596,676.83

Total liabilities and ownership (or
shareholders equity)

3,872,439,952.55

3,649,027,890.79

Legal representative: Xu Jianguo
Accounting manager: Zou Xiaolu

Combined profit statement
Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

Person in charge of accounting: Si Wenpei

Unit: Yuan Currency: RMB

Item Annot| Amount of current Amount of
ation period previous period

I. Gross trading income 5,191,719,881.50 | 4,210,749,706.72
Including: business income
Interest received
Insurance premium earned
Handling charges and commissions income
II. total business cost 4,752,368,020.68 | 3,835,697,572.30
Including: business cost 4,175,419,382.91 | 3,333,026,643.59
Interest expense
Handling charges and commissions
expense
loan value
Net indemnity expense
Net provision of insurance contract
Insurance policy dividends expense
Reissurance expense
Business taxes and additional ones 14,258,088.62 14,030,629.80
Sales expense 213,375,019.44 228,683,868.51
Management expenses 342,386,795.98 280,669,108.04
Financial expenses -29,987,967.29 -8,345,207.46
Assets devaluation loss 36,916,701.02 -12,367,470.18
Pl us: fair val ue corhed
loss)
Investment i n©oomeahB | oy 147,019,454.01 149,175,345.76
Including:  investment  income  from 142,283,418.91 145,953,407.36
cooperative business and joint companies
Agi ot age -0 nmeanes (lfio s g
1l . Busi n®smegnmoflidsg 586,371,314.83 524,227,480.18
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Plus: non-revenue receipt 18,177,502.11 5,637,303.64
Minus: non-business expenditure 7,296,709.10 2,744,676.31
Including: net loss of non-current assets 1,822,225.94
disposal

Il V. Totabdb meahstboéd) 597,252,107.84 527,120,107.51
Minus: income tax 99,457,863.09 84,352,733.56
V. Net -oprmoefaints (Ifios s) 497,794,244.75 442,767,373.95

Net profits of parental company owner

325,939,746.52

297,804,166.30

Profit and loss of minority shareholders

171,854,498.23

144,963,207.65

VI. Income per share:

(I) Basic income per share (Yuan / share)

0.382

0.349

(I) Net profit per share (Yuan / share)

0.382

0.349

Legal representative: Xu Jianguo
Accounting manager: Zou Xiaolu

Parent al

companyos

Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

prof it

Person in charge of accounting: Si Wenpei

Unit: Yuan Currency: RMB

Item Annot| Amount of current Amount of
ation period previous period

I. Business income 202,497.30 206,350.00
Minus: business cost
Business taxes and additional ones 11,238.61 11,452.44
Sales expense
Management expenses 16,309,309.14 13,511,710.42
Financial expenses 491,347.77 1,898,767.49
Assets devaluation loss
Pl us: fair val ue cntea
loss)
Il nvest mento i mecaomese |(dsg 305,018,486.44 324,135,601.18
Including: investment  income  from 37,694,084.32 4,841,321.32

cooperative business and joint companies

I'l Busine®s mpraobki il ®s

288,409,088.22

308,920,020.83

Plus: non-revenue receipt

11,435.00

Minus: non-business expenditure

346,053.44

59,869.00

Including: net loss of non-current assets
disposal

11 . Tot-al mepaws iltes ¢ )

288,074,469.78

308,860,151.83

Minus: income tax

I V. Net-0O pme®ldss)t (A

288,074,469.78

308,860,151.83

Legal representative: Xu Jianguo
Accounting manager: Zou Xiaolu

2C

Person in charge of accounting: Si Wenpei

statement
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Combined statement of cash flow
Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

Unit: Yuan Currency: RMB

Item

Annotation

Amount of current
period

Amount of
previous period

I. Cash flow generated in business

Cash received by selling commodities or
providing labor service

5,684,145,774.64

4,729,115,156.02

Net
Vostro account

i ncrease deposit and

Net increase of loan from central bank

Net increase of Funds for inter-bank
borrowing from other financial institutes

Cash obtained from former insurance
contract premium

Net cash obtained from reissurance

business

Net increase of policy holder and

investment fund

Net increase of disposing transaction
financial assets

Cash obtained from interests, handling
charge and commission

Net increase of funds for inter-bank
borrowing

Net increase of

business fund

counter-purchased

Returned tax received

38,473,049.85

28,299,440.97

Cash received in other business

103,340,834.85

90,610,508.78

Subtotal of business cash flow-in

5,825,959,659.34

4,848,025,105.77

Cash paid for buying commodities or
accepting labor service

4,795,436,914.63

3,653,248,410.13

Net i ncrease of C

advanced payment

U

Net increase of account in central bank
and Vostro account

Cash paid for
insurance contract

indemnity of former

Cash paid for interests, handling charge
and commission

Cash paid for insurance policy dividends

Cash paid to or for employees

369,494,424.78

264,784,676.43

Taxes paid

288,058,301.28

269,258,056.74

Cash paid for other business

368,885,408.35

365,125,773.34

Subtotal of business cash flow-in

5,821,875,049.04

4,552,416,916.64

Net cash flow generated in business

4,084,610.30

295,608,189.13

Il. Cash flow generated in investment

Cash received from returned investment

22,165,691.16

4,429,898.00

Cash received from investment income

64,489,887.59

25,099,125.45
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Net cash received by disposing fixed 617,627.93 557,603.34
assets, invisible assets and other

long-term assets

Net cash amount received from the

disposal of subsidiaries and other

branches

Cash received in other investment 5,625,000.00

Subtotal of investment cash flow-in

87,273,206.68

35,711,626.79

Cash paid for purchasing fixed assets,
invisible assets and other long-term
assets

139,663,042.85

69,585,030.43

Cash paid for investment

231,337,646.50

Net increase of pledged loan

Net cash value paid by subsidiaries and
other branches

Cash paid for other investment

3,640,710.51

Subtotal of investment cash flow-out

143,303,753.36

300,922,676.93

Net cash flow generated in investment

-56,030,546.68

-265,211,050.14

lll. Cash flow generated in fund raising

Cash received from investment absorbing

Including: Cash received from minority
shareholders affiliated by subsidiaries

Cash received through loan

254,055,709.00

378,000,000.00

Cash received by bond issuance

Cash received from other fund raising

Subtotal of raising cash flow-in

254,055,709.00

378,000,000.00

Cash paid for debt

228,318,755.61

351,012,832.19

Cash paid for distribution of dividend,
profits of interest disbursement

20,361,003.30

33,795,458.36

Including: dividends and profits paid by
subsidiaries to minority shareholders

5,680,500.00

Cash paid in other fund raising

Subtotal of raising cash flow-out

248,679,758.91

384,808,290.55

Net cash flow generated in fund raising

5,375,950.09

-6,808,290.55

IV. Exchange rate effect on cash and
cash equivalent

-373,679.35

-2,497,195.13

V. Net increase value of cash and its
equivalent

-46,943,665.64

21,091,653.31

Plus: balances of term beginning cash
and cash equivalent

3,579,426,457.65

3,016,690,549.09

Balances of term end cash and cash
equivalent

3,532,482,792.01

3,037,782,202.40

Legal representative: Xu Jianguo
Accounting manager: Zou Xiaolu

Parentalco mpany és
Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

cash

fl ow

Person in charge of accounting: Si Wenpei

statement

Unit: Yuan Currency: RMB

Iltem

Annotation

Amount of
current period

previous period

Amount of

22
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I. Cash flow generated in business

Cash received by selling commodities or 202,497.30 206,350.00
providing labor service

Returned tax received

Cash received in other business 719,057.15 573,904.80
Subtotal of business cash flow-in 921,554.45 780,254.80
Cash paid for buying commodities or

accepting labor service

Cash paid to or for employees 17,482,848.28 3,382,758.47

Taxes paid

11,238.61

Cash paid for other business

17,104,128.26

13,697,447.17

Subtotal of business cash flow-in

34,598,215.15

17,080,205.64

Net cash flow generated in business

-33,676,660.70

-16,299,950.84

Il. Cash flow generated in investment

Cash received from returned investment

10,000,000.00

929,898.00

Cash received from investment income

296,137,980.21

239,023,142.19

Net cash received by disposing fixed
assets, invisible assets and other
long-term assets

Net cash amount received from the
disposal of subsidiaries and other
branches

Cash received in other investment

Subtotal of investment cash flow-in

306,137,980.21

239,953,040.19

Cash paid for purchasing fixed assets,
invisible assets and other long-term assets

583,640.66

26,120.00

Cash paid for investment

231,337,646.50

Net cash value paid by subsidiaries and
other branches

Cash paid for other investment

Subtotal of investment cash flow-out

583,640.66

231,363,766.50

Net cash flow generated in investment

305,554,339.55

8,589,273.69

lll. Cash flow generated in fund raising

Cash received from investment absorbing

Cash received through loan

40,000,000.00

190,000,000.00

Cash received from other fund raising

Subtotal of raising cash flow-in

40,000,000.00

190,000,000.00

Cash paid for debt

40,000,000.00

190,000,000.00

Cash paid for distribution of dividend,
profits of interest disbursement

1,206,720.00

2,468,970.00

Cash paid in other fund raising

Subtotal of raising cash flow-out

41,206,720.00

192,468,970.00

Net cash flow generated in fund raising

-1,206,720.00

-2,468,970.00

IV. Exchange rate effect on cash and
cash equivalent

V. Net increase value of cash and its
equivalent

270,670,958.85

-10,179,647.15

Plus: balances of term beginning cash and
cash equivalent

109,339,205.40

120,320,861.59

Balances of term end cash and cash
equivalent

380,010,164.25

110,141,214.44
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Legal representative: Xu Jianguo Person in charge of accounting: Si Wenpei
Accounting manager: Zou Xiaolu
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Combined statement of ownership interests
Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

Unit: Yuan Currency: RMB

Amount of current period

Ownership equity of parental company

ltem Paid-up capital | Capital Minus: | Surplus Norma | Unallocated Others Minority Total
(or equity | reserve Treasu | accumulati | | risk | profits s har eho| ownership
capital) fund ry on fund provisi equity equity
stocks on

I. balance of previous | 852,282,757.00 | 1,625,836, 747,153,16 848,115,182.62 | -9,100,63 | 1,594,466,336. | 5,658,752,

year end 133.43 2.12 6.05 19 935.31

Plus: accounting

policy changes

Corrections of errors

of early stage

Il. balance of current | 852,282,757.00 | 1,625,836, 747,153,16 848,115,182.62 | -9,100,63 | 1,594,466,336. | 5,658,752,

year beginning 133.43 2.12 6.05 19 935.31

[ll. Current increase or -19,649,94 -10,861.08 240,559,431.9 | -4,202,60 | -86,000,140.9 | 130,695,88

decreasd med 5.8 0.41 5 3.66

decrease)

(I) Net Profits 325,939,746.52 171,854,498.2 | 497,794,24

3 4.75

(I profits and losses -17,644,71 -163,688.0 163,688.08 | -4,202,60 -21,847,31

directly reckoned into 6.07 8 0.41 6.48

ownership interests

1. Changes of fair -23,526,28 -23,526,28

values of sellable 8.10 8.10

financial assets

2. Changes of
investeesbd
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ownership  interests
under equity laws

3. Income tax effects 5,881,572. 5,881,572,

related to items 03 03

reckoned into

ownership interests

4. Others -163,688.0 163,688.08 | -4,202,60 -4,202,600.

8 0.41 41

Subtotal of (I) and (II) -17,644,71 -163,688.0 326,103,434.60 | -4,202,60 | 171,854,498.2 | 475,946,92

above 6.07 8 0.41 3 8.27

(3) capital added or -2,005,229 -7,242,143.18 | -9,247,372.

reduced by owners .73 91

1. capital added by

owner

2. amount of equity -2,005,229 -7,242,143.18 | -9,247,372.

payment reckoned 73 91

into ownership

interests

3. Others

(IV) Profits distribution 152,827.00 -85,544,002.70 -250,612,496. | -336,003,6
00 71.70

1. surplus reserve 152,827.00 -152,827.00

provision

2. normal risk

provision

3. distribution  to -85,228,275.70 -85,228,27

owners (or 5.70

shareholders)

4. Others -162,900.00 -250,612,496. | -250,775,3
00 96.00

(V) internal transfer of
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ownership interests

1. capital
accumulation
transferred on capital

(or equity)

2. surplus reserve
transferred on capital

(or equity)

3. surplus reserve
compensation for loss

4. Others

IV. current term-end
balance

852,282,757.00

1,606,186,
187.63

747,142,30
1.04

1,088,674,614.
52

-13,303,2
36.46

1,508,466,195.
24

5,789,448,
818.97
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Unit: Yuan Currency: RMB

Previous corresponding amount

Ownership equity of parental company

ltem Paid-up capital | Capital Minus: | Surplus Norma | Unallocated Others Minority Total
(or equity | reserve Treasu | accumulati | | risk | profits s har eho| ownership
capital) fund ry on fund provisi equity equity
stocks on

I. balance of previous | 852,282,757.00 | 1,585,431, 838,333,50 371,544,386.00 | -9,250,47 | 1,543,511,977. | 5,181,853,

year end 086.68 9.35 1.97 10 244.16

Plus: accounting 14,625,624 -220,660,8 141,519,381.25 12,962,389.58 | -51,553,43

policy changes .56 34.52 9.13

Corrections of errors

of early stage

Il. balance of current | 852,282,757.00 | 1,600,056, 617,672,67 513,063,767.25 | -9,250,47 | 1,556,474,366. | 5,130,299,

year beginning 711.24 4.83 1.97 68 805.03

[ll. current increase or 19,130,791 249,910.00 212,059,580.60 | -744,068. | -75,880,770.3 | 154,815,44

decr easfemeod .53 83 4 2.96

decrease)

(I) Net Profits 297,804,166.30 144,963,207.6 | 442,767,37

5 3.95

(I profits and losses 19,130,791 -744,068. 18,386,722

directly reckoned into .53 83 .70

ownership interests

1. Changes of fair 22,414,635 22,414,635

values of sellable .56 .56

financial assets

2. Changes of
i nvestees?d
ownership  interests
under equity laws
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3. Income tax effects -3,283,844 -3,283,844.
related to items .03 03
reckoned into
ownership interests
4. Others -744,068. -744,068.8
83 3
Subtotal of (I) and (I1) 19,130,791 297,804,166.30 | -744,068. | 144,963,207.6 | 461,154,09
above .53 83 5 6.65
(3) capital added or
reduced by owners
1. capital added by
owner
2. amount of equity
payment reckoned
into ownership
interests
3. Others
(IV) Profits distribution 249,910.00 -85,744,585.70 -220,843,977. | -306,338,6
99 53.69
1. surplus reserve 249,910.00 -249,910.00
provision
2. normal risk
provision
3. distribution to -85,228,275.70 -220,843,977. | -306,072,2
owners (or 99 53.69
shareholders)
4. Others -266,400.00 -266,400.0
0

(V) internal transfer of
ownership interests

1. capital
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accumulation

transferred on capital

(or equity)

2. surplus reserve

transferred on capital

(or equity)

3. surplus reserve

compensation for loss

4. Others

IV. current term-end | 852,282,757.00 | 1,619,187, 617,922,58 725,123,347.85 | -9,994,54 | 1,480,593,596. | 5,285,115,
balance 502.77 4.83 0.80 34 247.99

Legal representative: Xu Jianguo

Made by: Shanghai Mechanical & Electrical Industry Co., Ltd.

Person in charge of accounting: Si Wenpei

Accounting manager: Zou Xiaolu

Parental company statement of ownership interests

Unit: Yuan Currency: RMB

Amount of current period

Item

Paid-up capital (or
equity capital)

Capital reserve
fund

Minus:
Treasury
stocks

Surplus
accumulation
fund

Unallocated
profits

Total ownership
equity

I. balance of previous year end

852,282,757.00

1,611,181,597.87

235,568,705.86

144,563,616.10

2,843,596,676.83

Plus: accounting policy changes

Corrections of errors of early stage

II. balance of current vyear
beginning

852,282,757.00

1,611,181,597.87

235,568,705.86

144,563,616.10

2,843,596,676.83

Ill. current increase or decrease of
(Ameans decrease)

-17,457,892.12

202,846,194.08

185,388,301.96

(I) Net Profits

288,074,469.78

288,074,469.78

(I profits and losses directly
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reckoned into ownership interests

1. Changes of fair values of sellable
financial assets

-23,277,189.50

-23,277,189.50

2. Changes of i
ownership interests under equity
laws

3. Income tax effects related to
items reckoned into ownership
interests

5,819,297.38

5,819,297.38

4. Others

Subtotal of (I) and (1) above

-17,457,892.12

288,074,469.78

270,616,577.66

(3) capital added or reduced by
owners

1. capital added by owner

2. amount of equity payment
reckoned into ownership interests

3. Others

(IV) Profits distribution

1. surplus reserve provision

2. distribution to owners (or
shareholders)

-85,228,275.70

-85,228,275.70

3. Others

(V) internal transfer of ownership
interests

1. capital accumulation transferred
on capital (or equity)

2. surplus reserve transferred on
capital (or equity)

3. surplus reserve compensation
for loss
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4. Others

IV. current term-end balance

852,282,757.00

1,593,723,705.75

235,568,705.86

347,409,810.18

3,028,984,978.79

Unit: Yuan Currency: RMB

Item

Previous corresponding amount

Paid-up capital (or
equity capital)

Capital reserve
fund

Minus: Surplus
Treasury accumulation
stocks fund

Unallocated
profits

Total ownership
equity

I. balance of previous year end

852,282,757.00

1,585,431,086.68

408,383,166.99

801,494,728.36

3,647,591,739.03

Plus: accounting policy changes

-110,890.12

-213,786,895.41

-940,454,745.11

-1,154,352,530.64

Corrections of errors of early
stage

Il. balance of current

beginning

year

852,282,757.00

1,585,320,196.56

194,596,271.58

-138,960,016.75

2,493,239,208.39

Ill. current increase or decrease
of-ifnBans decr ea

(I) Net Profits

308,860,151.83

308,860,151.83

(I profits and losses directly
reckoned into ownership
interests

1. Changes of fair values of
sellable financial assets

22,378,437.50

22,378,437.50

2. Changes of
ownership interests under equity
laws

3. Income tax effects related to
items reckoned into ownership
interests

-3,283,844.03

-3,283,844.03

4. Others
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Subtotal of (I) and (Il) above 19,094,593.47 308,860,151.83 327,954,745.30
(3) capital added or reduced by
owners

1. capital added by owner

2. amount of equity payment
reckoned into ownership
interests

3. Others

(IV) Profits distribution

1. surplus reserve provision

2. distribution to owners (or -85,228,275.70 -85,228,275.70
shareholders)

3. Others

(V) internal transfer of ownership

interests

1. capital accumulation

transferred on capital (or equity)

2. surplus reserve transferred on
capital (or equity)

3. surplus reserve compensation

for loss

4. Others

IV. current term-end balance 852,282,757.00 | 1,604,414,790.03 194,596,271.58 84,671,859.38 | 2,735,965,677.99
Legal representative: Xu Jianguo Person in charge of accounting: Si Wenpei Accounting manager: Zou Xiaolu
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(I) Report annotations
I. Company's Basic Information
Shanghai Mechanical & Electrical Industry Co., Ltd. (the company hereinafter) was
known as Shanghai Shangling Limited Liability Company and was renamed as Shanghai
Electric Co. Ltd. onthe 2™ nt er i m Sharehol dersoé6 Conference in
as Shanghai Mechanical & Electrical Industry Co., Ltd onthe 1| nt er i m Shar ehol de
Conference in 2004. ). It is a company limited by shares which was approved by
Shanghai Economy Committee on July 29", 1993 with the document of Hu-Jing-Qi-Zi No.
331. Its common stock A (600835) valued in RMB and domestic foreign currency stock B
(900925) have been issued on Shanghai Stock Exchange.
It obtained the business license from Shanghai Administration of Industry and
Commerce on December 22", 1993, with a registered capital of RMB 273,650,900. Later,
it issued additional B stock and transferred its domestic institutional shares into B-shares.
In June, 1999, approved by its Interim Board Meeting and then CSRC, it issued
additionally 120 million common stock in RMB. By July, 1999, its registered capital was
increased to RMB 448,381,080, which was verified by Dahua Accounting Firm Co. Ltd.
with the Capital Verification Report (Hua-Ye-Zi (99) No. 987). The company obtained its
new registration code of Qi-Gu-Hu-Zi No. 019028 in the new business license October
27", 1999.
The companyo6s 2000, 2001, 200deran@ QArof3e r ¥enacre
approved the capital reserve transfer to equity respectively on the basis of the equity
balance of 2000, 2001, 2002 and 2003, with a transfer proportion of 2 shares every 10, 1
every 10, 2 every 10 and 2 every 10. As a result, it has a total equity of 852,282,757
shares. Anyong-Dahua Accounting Firm verified the equities with the verification reports of
Anyong-Dahua-Zi (2002) No. 068, (2003) No. 983 and (2004) No. 958.
The companyds former state owner n8didathegg hali El ec
companyds shares valued RMB 3 3% 20047 &co@iBglta 0 O, 47 . 2
the Approval of Transferring Stated-owned Stocks of Shanghai Electric Co. Ltd., Shanghai

Electronics Co. Ltd. and Shanghai Diesel Engine Co.
Ltd.(Guo-Zi-Can-Quan[2004]N0.149), it was approved that Shanghai Electric Group
transferred its felectric stocko (former name) t
Co. Ltd. . After the transfer, Shanghai El ectri

335,778,031 shares. June 17", 2004, CSRC enacted the Approval of Exempting
Shanghai Electric (Group) Corporation from the Obligation of Offering Acquisitions of the
Stocks of Shanghai Electrical and Two Other Companies (Zheng-Jian-Gong-Si-Zi (2004)
No. 24 Document). June 30th, 2004, Shanghai Foreign Investment Work Committee
released the Approval of Transfer of Stocks of Shanghai Diesel Engines Co. Ltd. and
Shanghai Electric Co. Ltd. by Investor or Shanghai Electric (Group) Corporation
(Hu-Wai-Zi-Wei-Pi-Zi [2004] N0.995).

June 30", 2004, the stock transfer was done through China Securities Depository
and Clearing Corp. Ltd. (Shanghai). After the transfer, Shanghai Electric Group Co. Ltd
held the companyés 335,778,031 shares, 47.28%. S
restructured into Shanghai Group Corp. through the Administration of Industry and
Commerce October 27", 2004.
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Approved by the shareholdersd colR0®Gthence on eq
company converted its 47.28% stock held by Shanghai Electric Group Corp from
non-tradable state-owned institutional stock into tradable stock with limits. According to
the resolution, the companyds final proprietary
consideration of RMB 5 every 10 shares to all shareholders with a total of a total value of
RMB 134,576,640. Shanghai Electric Group committed that it would not trade such stock
above within the 36 months of the implementation of equity split reform. And the equity
split reform was completed August 17", 2006.

The company obtained its new registration code of Qi-Gu-Hu-Zi No. 019028 in the
new business license October 27", 2006. Chairman: Xu Jianguo

Its office is located at Floor 9, Huishang Building, 1286 Minsheng Rd., Pudong New
Area, Shanghai, China.

Its economic property is company limited by shares in the field of industry.

Business range: manufacturing of refrigerators, freezers, air-conditioners, microwave
ovens, fuel heaters and other household appliances; printing and packing machines;
computers and surrounding equipment; hoisting transporters; selling of self-made
products; investment on enterprises encouraged or allowed by government.

Main products and labor services: making of air-conditioners, printing and packing
machines, hoisting transporters, artificial plates, welding apparatus, engineering
machines, hydraulic machineries, namely:

Air-conditioners: manufacturing of refrigerators, air-conditioners, after-sale and
engineering supportive services. Main products are air-cooling water circulators,
water-cooling water circulators (and air-cooling heating pumps), centrifugal water-cooling
circulators, train air-conditioners, bus air-conditioners and vehicular refrigerating
machines.

Printing and packing machines: printing and packing equipment and spare parts, raw
and auxiliary materials, meters. Main products: offset presses, automatic die cutting and
hot stamping machines, paper cutters, business form printing lines, corrugated paper
board and carton lines, plastic material lines, liquid filling lines and flexible printing lines;

Hoisting transporters: manufacturing of elevators, escalators with maintenance
service. Its major products are the Japanese Mitsubishi technology of elevators and
escalators;

artificial plates: making of artificial plates and surrounding products such as medium
and high density fiber plates, decoration plates and veneer plates.

welding materials: manufacturing and selling of various non-ferrous metals and

welding materials and equipment for special substance. Its main products are

soldering wires, welding rods, overlaying and casting welding rods, braze welding
materials, hot spray painting powders, welding agents, welding machines and gas
welders;

engineering machines: making and selling of construction drillers, geological
exploration equipment and mineral machines; and

hydraulic and pneumatic devices: selling and manufacturing of hydraulic pumps,
values, assemblies and pressure reducers;
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Il. Preparing basis of financial statement and announcement of performing
Corporate Accounting Principle

January 1%, 2007, the Company started to practice the Corporate Accounting
Principle (which includes basic principle, detailed rules, application guidance and other
regulations, and all the same hereinafter) by the Ministry of Finance successively after
2006.

The company issued domestic foreign currency stock B through Shanghai Stock
Exchange January 31%, 1997 and provided financial statement according to the
international practice (Al nternational Statement
the Corporate Accounting Principle by the Ministry of Finance November 16", 2007, the
company did retroactive adjustment on the related matters which were caused by the
changes of accounting policies due to the Corporate Accounting Principle, on the basis of
the information of overseas statements. It also consistently applied the accounting policy
of Annex 3 in all fiscal periods of this financial statement. As for the policy differences
between Corporate Accounting Principle and the international statement making rules,
retroactive adjustment was done on the basis of Corporate Accounting Principle No. 38:
Initial Performing (Principle No. 38), and the financial statement was restated. See Annex
3: 23 for details.

Listing of the comparative yearly financial statement was restated in accordance with
the requirements of Corporate Accounting Principle.

This statement meets the requirements of Corporate Accounting Principle, and

truthfully, completely and precisely staubl ects t h
on June 30", 2008 and the business results and cash flow in the middle of 2008.
I't is |isted according to the companyds contin

Il Important accounting policies and estimates
The information in this financial statement is based on the main accounting policies
and estimates as below.
1. Fiscal year
The Groupods fiscal year follows the% andl endar s
ends on December 31 every year.
2. Recording currency
The Groupbs recor di nugtcuceancyisdahcRMB,&xcabt trattoh t e me
its overseas subsidiaries. All amounts are in RMB, unless noted otherwise.
One of the Groupbs subsidiaries, CHdI®&B& Wel di ng
its own recording currency as Rand due to its place of operations, which is converted into
RMB herein.
3. Accounting basis and valuation principle
The accounting is on accrual basis and priced at the historical costs, except for some
financial instruments. Proper provisions will be taken in case of assets devaluation.
4. Corporate merger
Corporate merger means at least two separate entities are combined into one in
transaction or business. Merger includes that under one or more controllers.
Corporate merger under one controller
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Entities involved in a merger under one controller are ultimately controlled, to a
non-temporary extent, by a single company same companies before and after the merger,
the one which acquires the control over the others on a merger day is known as combiner
and the rest, combinee. Merger day is a date when a combiner actually acquires the
control over the others.
A combinerds assets and |iabilities acquired i
their combine book values on a merger day. Any difference of book values between a
combiner6 s net assets and paid consideration (or to
written off by capital surplus, or earning retained whenever capital surplus does not apply.
A combinerb6s direct expenses incurred by a mer
and losses upon occurrence.
Corporate merger under multi-controllers
Entities involved a merger under multi-controllers are ultimately controlled, to a
non-temporary extent, by one or more companies which vary before and after the merger.
The one which acquires the control over the others on an acquisition day is known as
acquirer and the rest, acquiree. An acquisition day is a date when an acquirer actually
acquires the control over the others.
The costs of a merger under multi-controllers cover an acquirer 6 s payment f or the
over the others, i tidcarred or born liabilities and fair values of issued securities and
ownership interests, and other direct expenses related to merger. In a merger completed
by steps of transactions, the costs are the sum of all transaction expenses. In a merger
agreement to define potential factors to merger costs, what appear to be such potential
factors on an acquisition day and are precisely measurable are reckoned into merger
costs.
The recognizable assets, liabilities and contingency liabilities of the acquiree obtained
via a merger under multi-controllers will be measured on the acquisition day at the fair
value.
| f mer ger cost s are more than the fair val u
recognizable net assets, the extra part will be identified as goodwill. If merger costs are
l ess, the fair values of an acquireebs or acquir
contingent liabilities and calculations will be verified before the shortage is reckoned into
current profits and losses.
5. Combined financial statement
The range of the combined financial statement is based on business control to cover
the Company's and its all subsidiaries' statements dated on June 30", 2008. The
subsidiaries herein meantheinvest ees under the Groupds contr ol
Both the Company and its subsidiaries rely on the consistent fiscal year and
accounting policies in making combined financial statements. In case of fiscal year
discrepancy between the Company and subsidiaries is solved by the subsidiaries'

addi tional reported based on the Groupds fisca
statements. All major internal transactions are mutually offset in combination.
The subsidiaries®é ownership inter esowsedi ncorpor

by the Group, are listed separately in the combined statements.
When a subsidiary under a single controller is acquired, its business results and cash
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flow are reckoned into a combined statement on the date of control. To make a
combined statement such a subsidiaryds statement is adj
values of its recognizable assets, liabilities and contingent liabilities determined on an
acquisition day.

When a subsidiary under a single controller is acquired, its business results and cash
flow are reckoned into a combined statement at the beginning of the month of
combination.

6. Cash equivalent

Cash equivalent means investment with a short period, good fluidity and low risks of
value fluctuation, which is easily cashable.

7. Foreign currency conversion

Foreign currency transaction

The Group converts foreign currency transactions into the amount based on its
recording currency.

In initial recognition of a foreign currency transaction, the average foreign exchange
rate of the transaction period is converted into the amount based on the recording
currency. On a date of balance sheet, a foreign currency item is converted according to
spot exchange rate, and any balance of exchange will be reckoned into current profits and
losses except that resulted from special loans related to acquiring or updating and
constructing of capitalized assets, which will be handled as loans according to
capitalization principle. A foreign non-currency item based on historical cost is converted
according to spot exchange rate of a transaction date without changing its recording
currency amount. A foreign non-currency item based on fair values is converted according
to spot exchange rate of a date of fair value determination, with any balance of exchange
reckoned into current profits and losses or capital surplus.

Conversion of overseas operations

The Group will convert its overseas operations into its recording currency of RMB in
making a financial statement: in a balance sheet, assets and liabilities are converted
according to spot exchange rate and cross rate by the State Administration of Foreign
Exchange on a date of balance sheet, and ownership interests except retained profits are
converted according to spot exchange rate and cross rate by the State Administration of
Foreign Exchange on a date of occurrence; in a profit statement, incomes and expenses
are converted according to average exchange rate and cross rate by the State
Administration of Foreign Exchange upon occurrence. Any balance of exchange
generated from the conversions above is listed separately under ownership interests in a
balance sheet. But that of overseas operations is reckoned into current profits and
losses disposition with some based on proportional disposition.

The cash flows in foreign currencies and in relation to overseas subsidiaries are
converted according to average exchange rate and cross rate by the State Administration
of Foreign Exchange upon occurrence. Any exchanger fluctuation effects are listed
separated in a cash flow statement as adjustment.

8. Stock

Inventory covers raw materials, main substance, materials in transit, low value
consumables, products in process, spare parts, packings, biological consumables. And It
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includes daily reserves of manufacture-purposed finished goods or commodities, products
in process, and consumables and materials in the purpose of manufacturing and labor
service.

Inventory is initially calculated according to costs. The inventory costs are divided

into costs of purchasing, processing and others.
As for dispatched inventory, raw materials apply planned cost method in daily calculation
in regular calculation, and transferred into actual costs at monthly ends if dispatched;
larger machines of finished products apply specific identification to determine their actual
costs; other finished goods apply weighted average method to determine their actual
costs; others apply actual cost method.

The inventory system is perpetual.

Low value consumables and packings apply once-amortization.

On a date of balance sheet, inventory is calculated according to its costs or cashable
net values (the lower of which). If costs are higher, devaluation provision will be reckoned
into current profits and losses; and if cashable net values are higher than book values due
to the deactivated effects of former devaluation provisions, the previous deducted amount
of devaluation provisions will be reversed and transferred into current profits and losses.

Net realizable value is the estimated sales price of the inventory in daily activities
minus the estimated costs, sales expenses and related taxes by completion. As to
inventory decrement provision, it is accrued by individual inventory items for finished
products, and by category for raw materials.

9. Long-term equity investment

Long-term equity investment covers the investment of its kind on subsidiaries, joint
enterprises and affiliated enterprises. It is initially calculated according to preliminary
investment cost upon acquisition.

The Group applies cost method the long-term equity investment of a controlled
investee, and of an investee which is not under common control or does not produce
major effects and has no quotation and fair value in active markets.

To apply cost method, long-term equity investment is based on initial investment cost,
with distributed cash dividends or profits declared by investees determined as current
investment profits. It only allows the d
such investment. The extra profits or cash dividends above the amount aforementioned
are withdrawn as initial investment cost.

The Group applies equity method to long-term equity investment, if it has common
control or major effects to an investee involved.

To use equity method, the initial investment cost of long-term equity investment which
is more than the fair value of entitled recognizable net assets from an investee, is
reckoned into its initial investment cost; the one which is lower is reckoned into current
profits and losses while the its cost is adjusted.

To apply equity method, with long-term investment acquired, investment profits and
losses are determined to adjust its book values according to entitled or obligatory net
profits and losses of an investee. To determine such profits and losses of an investee, the
their fair values wupon the investment wi
policies and fiscal year, and internal transaction profits and losses among affiliated
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enterprises and joint enterprises are offset according to their proportional ownership
interests (except if the internal transaction losses are assets devaluations, which should

be fully recognized), to determine an investeeods
the distributed profits or entitled cash dividends of an investee, the book values of
long-t er m equity investment are correspondingly | ow

losses, the Group allows the book values of long-term equity investment and other related

interests to be offset to the minimum of no less than zero, except its additional obligations.

Ot her changes of an investeeds ownership intere
reckoned into ownership interests by book value adjustment of long-term equity

investment, and transferred into current profits and losses proportionally upon the

disposition of such investment.

Any difference between book value and actual payment acquired in disposition of
long-term equity investment is reckoned into current profits and losses.

10. Fixed assets

Fixed assets are visible assets held for goods manufacturing, labor service providing,
rental or business management with a service life longer than a fiscal year.

Fixed assets are only recognized when related economic benefits are expected to
flow into the Group and their costs are precisely measurable. Subsequent expenses
related to fixed assets which meet the conditions are reckoned into fixed assets with their
replaced book values terminated, or reckoned into current profits and losses upon
occurrence.

Fixed assets are initially calculated according to their costs, with predicted disposition
expenses considered. Costs of fixed assets purchasing include purchase payment, taxes
and other direct expenses to get the assets ready for use such as transport fees and
installation fees.

Straight line method is applied to the depreciation of fixed assets with use lives and
predicted net salvage rates as below:

Predicted net Yearly depreciation

Use life salvage rate (%) rate (%)
premises 20-40 years 4-10 2.25-4.8
Mechanical 10-15 years 4-10 6-9.6
equipment
Transport equipment 6-12 years 4-10 7.5-16
Office supplies and 5-10 years 4-10 9-19.2
others

Different depreciation rates apply to various parts of fixed assets which are with
different useful lives or provide economic benefits in different ways.

The Group verifies the useful lives, predicted salvage rates and depreciation methods
with necessary adjustment at least at year ends.

11. Construction in progress

Construction in process is determined according to the actual construction expenses,
including all necessary construction expenses occurred during the construction, the loan
expenses that should be capitalized before the construction reaches availability and other
related expenses.

Programs in process are transferred into fixed assets if completed.
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12. Invisible assets

The Groupds invisible assets are initially cal

I nvi si ble assetsd useful |l ives are determined
the Group economically.

The useful lives of invisible assets are as below:

Type Use age
Land use right 40-50 years
Non-patent technology Year of 10
Others 10-30 years

The Group's land use rights by either purchasing or leasing or swapping or being
invested are calculated as invisible assets. The related land use rights and buildings are
calculated as invisible assets and fixed assets respectively. Payment for outsourced lands
and buildings is allotted to land use rights and buildings, or determined as fixed assets if
not allottable reasonably.

13. Financial Instruments

Financi al instruments are a companyds financi a
financial liabilities or interests with others.

Determination and final determination of financial instruments

The Group determines a financial asset or liability when it becomes a party of a
financial instrument contract.

In case of any of the following, financial assets are ceased for determination:

A contract collecting the financial instrument cash flow terminates;

The financial instrument has been transferred and meets the following conditions for
termination.

If the liabilities of the financial instrument have been fulfilled, cancelled or out of date,
the financial instrument ceases. If the current financial liability is replaced by the same
creditor with another totally different one in nature, or amended substantially, such
amendment is used to terminate the previous liability and enable the new one, with any
difference reckoned into current profits and losses.

Assorting and calculation of financial assets

The Groupbs financi al assets wupon initial reor
assets calculated by fair values with fluctuations reckoned into current profits and losses,
investment funds held to term ends, loans and sellable assets. Financial assets are
calculated according to their fair values in initial recognition. Related transaction expenses
of financial assets which are calculated according to fair values with fluctuations
transferred into current profits and losses, are directly reckoned into current profits and
losses, and those of others, initial recognition amounts.

Financial assets calculated by fair values with fluctuations reckoned into current
profits and losses:

Financial assets calculated by fair values with fluctuations reckoned into current
profits and losses include transaction assets and those initially recognized by their fair
values with fluctuations reckoned into current profits and losses. Transaction assets must
meet one of the following: 1) Obtaining a financial asset is to sell it in a short term; 2) As
part of recognizable financial instruments under collective management and is proved by
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some objective evidence that it will be soon restructured by the company by quick profit
generating; 3) As derivative financial instrument. Such financial assets rely on fair values
in subsequent calculation with all achieved and unachieved profits and losses reckoned
into current profits and losses.

Only by meeting one of the following, can a financial asset be recognized as the one
based on fair values with fluctuations reckoned into current profits and losses upon initial
recognition.

Recognition can eliminate or effectively reduce discrepancies of profits and losses in
terms of reorganization or calculation due to different calculation bases of financial
instruments.

An official written document of venture management or investment strategy shows
that a financial instrument combination is based on fair values in management and
appraisal, and is reported to key managers.

One or more embedded derivative instruments are contained in a mix instrument,
except that such instruments do not produce major changes of cash flow of such mix
instrument, or should not be removed definitely.

A mix embedded with derivative instrument, which requires splitting but is not
independently measurable upon acquisition or on a subsequent date of balance sheet.

An investment of ownership interest which has no quotation in active markets and its
fair values are not precisely measurable, and a financial asset which can be recognized
by fair values and its fluctuations are into current profits and losses.

If a financial asset is initially recognized by the company by fair values and its
fluctuations are reckoned into current profits and losses, it can not be re-assorted as
another type of asset; and others can't be re-assorted as the one based on fair values with
fluctuations reckoned into current profits and losses.

According to the conditions above, the Group has no such financial assets based on
fair values with fluctuations reckoned into current profits and losses upon initial calculation
within the report term.

Investment fund held to term end

Investment fund held to term end means a non-derivative financial asset with a fixed
period and a fixed or confirmable amount, over which the Group has clear intention and
capacity to control. Such financial assets use actual interest rate method for subsequent
calculation based on amortized costs with its termination, devaluation or amortized profits
and losses reckoned into current profits and losses.

Investment fund held to term end

The Group has no investment funds held to term end within the report term.

Loans and receivables

Loans and receivables are non-derivative financial assets which have not quotation in
active markets but fixed or confirmable return amounts. Such financial assets use actual
interest rate method for subsequent calculation based on amortized costs with its
termination, devaluation or amortized profits and losses reckoned into current profits and
losses.

Financial assets available for sale

Sellable financial assets are non-derivative financial assets which may be initially
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recognized as sellable and those other than the types above. Such financial assets use
fair values for subsequent calculation. Its discounts and premiums amortized by actual
interest rate method and recognized as interest incomes or expenses. Except that any
exchange difference of devaluation losses or foreign currency assets is recognized as
current profits and losses, fair value fluctuations of sellable financial assets are recognized
as separate capital surplus, until such an asset terminates or devaluates, before which
accumulative profits and losses recognized in capital surplus are transferred into current
profits and losses. Dividend interests and interest incomes related to sellable financial
assets are reckoned into current profits and losses.

Ownership interest investment which has no quotation in active markets and whose
fair values are not precisely measurable is calculated according to costs.

Assorting and calculation of financial assets

The Groupébés financi al l'iabilities are
liabilities based on fair values with fluctuations reckoned into current profits and losses,
and others. As for those not recognized as financial liabilities based on fair values with
fluctuations reckoned into current profits and losses, related transaction expenses are
directly reckoned into current profits and losses, and those of others, initial recognized
amounts.

Financial assets calculated by fair values with fluctuations reckoned into current
profits and losses:

Financial liabilities calculated by fair values with fluctuations reckoned into current
profits and losses include transaction liabilities and those initially recognized by their fair
values with fluctuations reckoned into current profits and losses. Transaction liabilities
must meet one of the following: 1) Obtaining a financial liability is to sell it in a short term; 2)
As part of recognizable financial instruments under collective management and is proved
by some objective evidence that it will be soon restructured by the company by quick profit
generating; 3) As derivative financial instrument. Such financial liabilities rely on fair
values in subsequent calculation with all achieved and unachieved profits and losses
reckoned into current profits and losses.

The Group has no such financial assets based on fair values with fluctuations
reckoned into current profits and losses upon initial calculation within the report term.

Other financial liabilities

Such financial liabilities use actual interest rate method for subsequent calculation
based on amortized costs.

Financial asset devaluation

The Group verifies book values of financial assets on a date of balance sheet. If such
a financial asset is proved devaluation by objective evidence, devaluation provisions will
be done. Such objective evidence means items which occur upon initial recognition of
such a financial asset, and have effects on its predicted cash flow.

Financial assets calculated by amortized costs

If devaluation of such a financial assets is proved by objective evidence, it book
values will be reckoned into future cash flow (exclusive of unhappened credit loss) value,
with devaluation reckoned into current profits and losses. Predicted cash flow value is
recognized according to the original actual interest rate of such a financial asset with
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related guaranty value considered.

A single major financial asset is verified separately for devaluation, which if proved by
objective evidence, will be reckoned into current profits and losses. A single ordinary
financial asset is verified for devaluation in financial asset combination similar to credit
venture. A single financial asset without devaluation (either major or ordinary) is verified in
financial asset combination similar to credit venture. A single financial asset with
recognized devaluation loss is not verified in financial asset combination similar to credit
venture.

If an financial asset based on amortized costs is recognized by the Group its
devaluation loss, as long as its value is proved recovered by objective evidence which
occurs after the loss, the previously recognized devaluation will be reversed and reckoned
into current profits and losses. But the reversed book value should not exceed the
amortized cost which is assumed to have no devaluation provisions.

Financial assets calculated by costs

If such a financial asset if proved devaluation by objective evidence, its book value is
recognized as devaluation loss by the difference between its then market profitability and
future cash flow conversion value, and reckoned into current profits and losses. Once
recognized, devaluation loss can not be reversed.

Long-term equity investment which is base on cost method in Long-term Equity
Investment: No. 2 Corporate Accounting Principle, and has no quotation in active markets,
and is not precisely measurable in fair values, should follow the rules above in
devaluation.

Financial assets available for sale

If such a financial asset is proved devaluation by objective evidence, the

accumulative loss which is generated by lowered fair values and reckoned directly into
capital surplus will be transferred out and into current profits and losses. The accumulative
loss which is transferred out is the balance of the initial cost of a sellable financial asset
after returned principal, amortized amount, current fair value and previous devaluation
loss reckoned into profits and losses.
A sellable liability instrument, whose fail value in the subsequent term has increased and
is proved to have occurred after the previous devaluation loss, is reversed its formerly
recognized devaluation loss, which is reckoned into current profits and losses. A sellable
ownership interest instrument's devaluation loss is not transferred through profits and
losses.

Transfer of financial assets

Transfer of financial assets means the Groups assigns or delivers a financial asset to
a third party (assign) other than the issuer of such asset.

Transfer of financial assets

If the Group has transferred almost all risks and benefits of a financial asset's
ownership to an assign, such an asset is terminated; otherwise they are retained without
termination.

If the Group has neither transferred nor retained almost all the risks and benefits of a
financial asset's ownership, there will be two solutions: if the control of such an asset is
given up, it is terminated with assets and liabilities recognized; if the control is not given up,
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it is recognized according to the new financial asset it is in with liabilities recognized.

14. Loan expense

Loan expense means the Group's interests and other costs due to loans such as
interest loan, discount or premium amortization, auxiliary fee and exchange difference
incurred by foreign currency loans.

Loan expense which can be transferred directly to purchasing and building or
manufacturing meeting capitalization conditions is capitalized, and others are reckoned
into current profits and losses. Meeting capitalization conditions means fixed assets,
investment realty and inventory which can' be finished ready for use or sale in purchasing
and building or manufacturing until a long time.

Loan expense cano6t s usptheddldwingisafingt:al i zat i

1) Capital expense has occurred;

2) Loan expense has occurred,;

3) An activity to make an asset ready for use or sale has begun.

When an asset of purchasing and building or manufacturing is made ready for use and
sale, loan expense terminates. The subsequent loan expense reckons into current profits
and losses.

In a capitalizing period, interest capitalization amounts of each fiscal period should
comply with the following:

1) A special loan is recognized by current actual interest expense, which deducts
temporary deposit interest income or investment income;

2) An ordinary loan is recognized by the weighted average of the extra part of an
accumulative asset above a special loan, which is multiplied by the weighted average
interest of ordinary loan.

When an abnormal termination other than the procedures toward a ready-for-use
status takes place in purchasing and building or manufacturing of an asset meeting
capitalization conditions and last either continuously or not for over three months, the
capitalization of such a loan expense is suspended. Loan expense during such an
abnormal termination is recognized as expense reckoned into current profits and losses
until the normal procedures are reactivated.

15. Asset devaluation

The Group applies the following to recognize asset devaluation other than inventory,
deferred income tax asset, financial asset, long-term equity investment based on cost
method with no quotation in active markets and with fair value not precisely measurable.

The Group determines whether an asset may possibly devalue on a date of balance
sheet. Upon any devaluation evidence, the Group will estimate return amount to do
devaluation test. Any invisible asset which constitute good will to a merger and with an
undetermined useful life, undergoes devaluation tests at least at year ends whether
evidence is detected or not.

The Group determines whether an asset may possibly devalue on a date of balance
sheet. Upon any devaluation evidence, the Group will estimate return amount to do
devaluation test. The Group should predict its returnable amount on the basis of a single
asset; For a single asset which is hard to recognized its return amount, the reorganization
is based on the asset group where such an asset lies. An asset group is recognized by
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whether its main cash flow is separate from cash influx of other assets or asset groups.

When a returnable amount of either an asset or an asset group is lower than its book
value, the Group will deduct the book value to make it equal to the returnable amount, with
the deducted part reckoned into current profits and losses as well as corresponding asset
devaluation provisions.

As for devaluation test of goodwill, a book value of goodwill incurred by a merger is
amortized properly from the date of acquisition into an asset group involved; if such
amortization is not applicable, amortize it into an asset combination. An asset group or
asset combination means one which benefits from economically the effects of a merger
andisnotlargerthan t he reported part of the Grou

In a devaluation test of an asset group or asset combination which contains goodwill,
if devaluation is detected, first asset groups or asset combinations without goodwill are
tested for devaluation to calculate the returnable amount and recognize the corresponding
devaluation loss. Then an asset group or asset combination with goodwill is tested for
devaluation to compare its book value with such returnable amount: if such returnable
value is lower, devaluation amount will be deducted to the book value; then the book
values of other assets other than goodwill will be deducted proportionally according to
their book value proportions in assets groups or asset combinations.

Such asset devaluation loss above once recognized can not be reversed in the future
fiscal years.

16. Non-current assets

Non-current assets other than financial assets and deferred income tax assets
meeting the following are recognized as assets held for sale:

-The Group has made decisions on disposition of a non-current asset.

-An irrevocable transfer agreement has been signed;

-The transfer will be completed in a year.

A single non-current asset and disposition group held for sale is calculated by
deducting disposition expense from its fair value with the result no more than the original
book value meeting the conditions of being held for sale. The gap derived by deducting
disposition expense from its fair value with the result no more than the original book value,
is considered as asset devaluation and accounted as the profit and loss in the period.
Disposition group means a group of assets for an integral sale or other combined
dispositions.

Estimated liabilities

When obligations related to contingent matters meet the following, the Group
recognizes it as estimated liability.

1) The liability is being born by the Group;

2) Such a liabilityds fulfill ment may

3) Such a liability is precisely measurable.

Estimated liabilities are initially calculated according to optimal expense based on
current liabilities with contingent matters considered comprehensively. On each balance
sheet date, the book value of predicted liabilities is verified. In case of sound evidence
indicating that the book value is not adequate, it will be adjusted according to the current
optimal figure.
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18. Income

Income is recognized when economic benefit may quire possibly flows into the Group
with precisely measurable amount and the following is observed.

Goods sale income

When the Group has transferred the main risks and benefits of goods ownership to a
buyer and retains no more management authority and effective control over its ownership
and the incurred or potential costs can be precisely measured, income is recognized.

Labor service income

On a date of balance sheet, if labor service is precisely measurable, it is recognized
according to the completion percentage; or it is recognized according to incurred labor
costs whose payment is expected. Precisely measurable labor service transaction
means the following: income amount is precisely measurable, and related economic
benefit may quite possible flow into the Group, and transaction progress can be precisely
determined and incurred and potential costs in such a transaction are precisely
measurable. The Group recognizes the progress of a labor service on the basis of its
completion level.

Interest received

The time and actual i nterest rate of ot her soé |

applied in recognition.

Rental income

Rental income of leasing is recognized by straight line method according to rental
periods.

19. Lease

A lease which actually transferred all risks and benefits related to asset ownership is
financing lease, and all others are business lease.

Rental expense of business lease is reckoned into related asset costs or current
profits and losses by straight line method according to renal periods.

The Group records business lease as a lessee

Rental expense of business lease is reckoned into related asset costs or current
profits and losses by straight line method according to renal periods.

The Group records business lease as a lessor

Rental income of leasing is recognized by straight line method according to rental
periods.

The Group has no financing lease within the report term.

200Empl oyeesd sal ari es

Empl oyeesd sal ari es ar e t he vari ous
empl oyeesd service. I n a fiscal year of
recognized as liability. Those with over one-year term on a date of balance sheet, if with
major conversion effects, are listed by their present values.

The Groupbs employees'
insurance and other social assurance and housing public accumulation are reckoned into
related capital costs or current profits and losses upon occurrence.

When an employee is dismissed before his/her contact expiration, or he/she is
encourage to accept payoff with compensation, if the Group has made formal plan of such
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termination or voluntary proposal and can not unilaterally revoke such a plan or proposal,
predicted liability due to such compensation of termination is recognized and reckoned
into current profits and losses.

The Group applies the dismissal principle above to internal e mp | o yretirerseat.
When employee who stops voluntarily service until his/her retirement, his/her expected
salary and social assurance which meets the dismissal conditions above are recognized
as salary payable and reckoned into current profits and losses.

21. Income Tax

Income tax includes current and deferred income tax. Except adjustment goodwill
incurred by a merger, or transactions or related matters directly reckoned into ownership
interest, income tax is reckoned into current profits and losses as income tax expense or
income.

Current income tax is income tax amount based on current taxable amount of income.
It results from the accounting profits of current fiscal year with adjustment based on tax
laws.

The Group calculates current income tax liabilities or assets incurred either currently
or previously, according to expected payable or returnable income tax based on tax laws.

The Group applies balance sheet liability method to provide deferred income tax
according to the temporary differences between book values and taxable bases of assets
and liabilities on a date of balance date, and those between book values and taxable
bases recognizable by tax laws though unrecognized as assets and liabilities.

All taxable temporary differences are recognized as deferred income tax liabilities
except that such a difference is incurred in the following transactions:

1) Original recognition of goodwill or that of assets or liabilities incurred in the
following transactions: a transaction is not a merger and does not affect accounting profits
or taxable amount of income tax;

2) Temporary differences of taxes payable of subsidiaries, joint enterprises and
affiliated enterprises can be controlled in reversal time and may possibly not be reversed
in the predicable future.

As for temporary differences which may be offset, losses and taxes which may be
offset and transferred into future fiscal years, the Group applies as the limit the future
taxable amount of income which may possibly used to offset temporary differences,
losses and taxes which may be offset, to recognize the deferred income tax assets
incurred except that such temporary difference is produced by the following transactions:

1) Such a transaction is not a merger and does not affect accounting profits or taxable
amount of income;

2) If any temporary difference related to subsidiaries, joint enterprises and affiliated
enterprises which may be offset, meet the following, the corresponding deferred income
tax asset is recognized: taxable amount of income, whose temporary difference may be
reversed in the predictable future and may be used to offset such temporary difference
which may be offset.

The Group calculates on a date of balance sheet deferred income tax assets and
liabilities according to the tax laws, and proper tax rates of returned asset or liability as
expected, and to reflect on such a date of balance sheet the income tax effects of returned
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asset or liability as predicted.

On a date of balance sheet, the Group verifies the book value of deferred income tax
assets. If adequate taxable amount of income tax can not be possibly obtained in the
future to offset the interests of such deferred income tax assets, the book value of
deferred income tax assets will be deducted. When such adequate taxable amount of
income tax becomes quite available, the deducted amount will be reversed.

22. Major accounting judgments and estimates.

Uncertainties of accounting estimates

The following is the key assumptions of major accounting estimates on a date of
balance sheet and uncertainties of estimates of other key sources, which may cause
major adjustment of assets and liabilities in book values in the next fiscal year.

Defer income tax assets

To the extent of possibly adequate taxable amount of income tax to offset losses,
deferred tax assets should be recognized for all unutilized tax losses. This requires
management to apply sufficient judgments to predict the time and amount of future
taxable profits, and determine the recognizable amount of deferred tax assets by tax
payment strategies.

Bad debt provision

The Group applies allowance method to calculate bad debt losses, and do separate
devaluation test for a single major amount receivable. If devaluation is supported by
objective evidence, devaluation loss is recognized with bad debt provisions according to
the difference between its future cash flow value and book value; management will do bad
debt provisions according to comprehensive risk analysis for other accounts receivable
and those undervalued after separate tests.

Devaluation of non-financial assets (except goodwill)

The Group evaluates on dates of reports whether any devaluation index of all
non-financial assets exists. Other non-financial assets undergo devaluation tests when an
index shows that book amount is uncollectible. To calculate the present value of future
cash flow, management should predict the future cash flow of an assets or cash generator,
and select proper conversion rates to calculate the value of such cash flow.

Devaluation of sellable financial assets

The Group identifies special assets as sellable financial assets and reckons their fair
values into interests. When a fair value is lowered, management predicts the lowed value
to determine whether devaluation should be recognized in a profit statement. By June 30™,
2008, no devaluation loss of such sellable financial assets was recognized (December
31%, 2007: None).

IV. Tax

Taxes, turnover taxes and additional taxes and tax rates applicable for the Group

Value-added tax-goods distribution and taxable labor service income are subject to
output tax rates of 17%, 13% and 6% and, value-added tax based on sales value after
VAT on purchase.

Business tax-taxable business income is subject to 5% business tax.

Urban construction maintenance tax @ 5% or 7% of actually turnover tax.
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Additional educational fee 8 3% of actually paid turnover tax

Income tax - The 5" session of the 10" Nat i on al

Peopl ebs

Congress

March 16", 2007, approved Corporate Income Tax Law of PRC (or New Corporate
Income Tax Law). Thus, starting from January 1%, 2008, the group pays the corporate
income tax as 25% of the taxable income determined by existing taxation laws and related

regulations.

According to the Notice of the State Council on the Transitional Preferred

Policy on Corporate Income Tax Guo-Fa [2007] No.39, Shanghai Mitsubishi Elevator Co.,
Ltd. and Shanghai CIMIC Welding Consumables Co., Ltd., two subsidiaries of the group,
apply the income tax rate of 18% this year, and that for CHISA Welding Consumables
(Proprietary)Ltd. is 14%.

V. Range of financial statement

On June 30",

Subsidiary name

Shanghai Mechanical
& Electric Industrial
Investment Co., Ltd. *
Note 1

Shanghai Electric
Group General
Refrigeration &

Air-conditioning
Equipment Co., Ltd. *
Note 1

Shanghai Electric
Group  Printing &
Packing Machinery

Co., Ltd. * Note 1

Shanghai  Mitsubishi
Elevator Co., Ltd. *
Note 1

Shanghai Green
Continent Investment
Co., Ltd.

Shanghai Jintai
Engineering
Machinery Co., Ltd. *
Note 1

Shanghai Welding
Consumables Co., Ltd.
* Note 1

Shanghai Electric
Hydraulics Pneumatics
Co. Ltd. * Note 1

Shanghai
Refrigerating Machine
Works * Note 1

Shanghai Yawa
Printing Machinery
Co., Ltd. * Note 1

2008,

Registration
place

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

Shanghai

t he

Business property

Labor service
providing, joint
venture

undertaking, export
organizing
Manufacturing,
selling of
refrigeration &
air-conditioning
equipments,

technological
service and auxiliary
engineering service
Selling of printing,
packing machine
and spare parts, raw
and auxiliary
materials.
Manufacturing and
selling of elevators
and escalators
Program
investment,
manufacturing
equipment, artificial
plates selling.
Engineering
Machines, pile
drivers, mechanical
drilling machines
Manufacturing  of
electrodes,
nonferrous and
ferrous metals and
welding materials
Manufacturing of

hydraulic ~ pumps,
values and
supportive
equipment
Manufacturing and
selling of
air-conditioners and
supportive

engineering  parts,
raw and auxiliary
materials.

Manufacturing and
selling of printing
and packing
machines

5C

Group©6s

Registered
capital (tens
of thousands
of yuans)

RMB6,643

RMB35,134

RMB26,234.9
6

USD15,526.9
4

RMB19,000

RMB28,779.7
2

RMB10,071.4
4

RMB17,114.3
0

RMB7,012.90

USD1,030

yuans)

RMB90,724.64

RMB35,060.47

RMB26,234.96

RMB81,022.81

RMB19,000.00

RMB27,279.72

RMB10,071.44

RMB26,529.07

RMB7,398.79

RMBS5,737.65

subsidiaries
The Gr « Holding
investment (tens  proportion
of thousands of Direct Indirect

(%) (%)

100

100

100

52

100

94.8

100

100

100

60

wer e

Organiza
tion code

1324049
8-X

6314616
1-2

6311399
3-0

6072051
4-1

6317583
9-5

7421320
2-9

1322136
9-X

7531726
8-3

1330679
5-4

6072343
2-1

w |
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Shanghai Shen Wei
Da Machinery Co., Ltd.
* Note 1

Shanghai CIMIC
Welding Consumables
Co., Ltd. * Note 1

CHISA Welding
Consumables
(Proprietary) Ltd. *Note
1

Shanghai General
Welding  Technology
Developing

Corporation * Note 1
Shanghai Welding and
Cutting and Spray
Painting Machines
Factory * Note 1

Huangshan Green
Continent Wood-based
Panel Co., Ltd. * Note
2

Jiangxi Green
Continent Wood-based
Panel Co., Ltd.

Xinjiang Green
Continent Wood-based
Panel Co., Ltd.

Suichuan Green
Continent Wood-based
Panel Co., Ltd.

Ji'an Green Continent
Woods Co., Ltd.

Anhui Green Continent
Wood-based Panel
Co., Ltd.

Notel: the subsidies above are acquired through a merger under a single controller.

Shanghai

Shanghai

South
Africa

Shanghai

Shanghai

Huangshan

Jiangxi

Xinjiang

Jiangxi

Shanghai

Anhui

Manufacturing and
selling of printing
and packing
machines
Manufacturing and
selling of
non-ferrous  metal
soldering wires
Manufacturing and
selling of electrodes
and welding
equipment

Welding materials
technology

Manufacturing and
selling of cutting,
welding and spray
painting machines
Medium density
fiber plates and
other artificial
places selling and
manufacturing
Manufacturing of
medium (and high)
density fiber plates
Manufacturing and
selling of artificial
plates and their
finished goods.
Manufacturing and
seling of fiber
plates and wooden
products, fostering
and management of
forests
Forestation, forest
planting, flowers
and trees planting
and selling, making
and  seling of
byproducts of
forests
Manufacturing and
selling medium and
high density fiber
plates

usD584

USD645

Rand 200

RMB64.30

RMB442.60

RMB3,077

RMB12,000

RMB1,000

RMB1,600

RMB2,000

RMB5,500

RMB6,305.04

RMB3,398.44

RMB2,341.99

RMB64.30

RMB442.60

RMB2,167.35

RMB12,414

RMB510

RMB816

RMB1,900

RMB3,404.37

75

67

100

100

100

65

100

51

51

95

61

Note2: the subsidies above are acquired through a merger under multi-controllers.
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6072058
3-8

6072141
6-0

Inapplica
ble

1330431
7-8

1337007
2-1

1517883
6-8

7391576
8-X

7611473
0-6

7633637
8-2

7485401
3-8

7568417
4-X
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VI. Main item notes of a combined financial statement
1. Monetary fund

Cash
RMB
-UsD
-JPY
- HKD
-EUR

- South African
Rand

Bank account
RMB

-UsD

-JPY

- HKD

-EUR

- South African
Rand

Other
funds

RMB
- USD

currency

Total
funds

monetary

June 30", 2008

Year of 2007

Original currency

533,546.37
3,209.00
140,000.00

330.00

6,911.16

3,510,239,423.46
2,133,189.01
7,366,965.00
845,905.18

471,966.57

804,875.82

501,400,000.00

Minus: monetary funds other than

- Cash and cash equivalents

Cash and cash equivalent

Exchan
ge rate

1.0000
6.8591
0.0645

10.830
2

0.8784

1.0000
6.8591
0.0645

0.8792

10.830
2

0.8784

1.0000

Converted into
RMB

533,546.37
22,010.85
9,025.52

3,573.97

6,070.76

R— T TN )

574,227.47

— el

3,510,239,423.46
14,631,756.74
475,169.24
743,719.83

5,111,492.35

— 707,002.92

3,531,908,564.54

501,400,000.00

501,400,000.00

4,033,882,792.01

501,400,000.00
3,532,482,792.01

Original currency

611,683.48
3,452.00
14,000.00
9,170.00

330.00

33,904.87

3,555,806,800.35
1,717,782.54
89,164,377.00
297,796.36

236,803.68

1,245,145.20

500,540,108.79

Exchan
ge rate

1.0000
7.3046
0.0641
0.9364

10.6669

1.0646

1.0000
7.3046
0.0641
0.9364

10.6669

1.0646

1.0000

Converted into
RMB

611,683.48
25,215.47
897.40
8,586.79

3,520.08
36,095.12

685,998.34

— DO, JJO.I7

3,555,806,800.35
12,547,714.34
5,715,436.57
278,856.51

2,525,961.17

1,325,581.58

3.,578,200,350.52

500,540,108.79

500,540,108.79

4,079,426,457.65

500,000,000.00
3,579,426,457.65

Bank current deposit generates interest income based on current deposit interest
rates. With different short-term periods of deposit account ranging from 3 months to 1 year,
demand, i

depending

on

various interest rates.

2. Notes receivable

Bank acceptance
Trade acceptance

t he

Groupo6s

cash

June 30", 2008
110,420,432.06
16,767,272.89

127,187,704.95

Year of 2007

151,970,339.86

11,452,978.32

163,423,318.18

June 30”‘, 2008, the notes with a book value of RMB 24,055,709.00 have acquired a
short-term discounted loan.
June 30", 2008, there were no arrears owed by shareholders holding over 5% voting
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interests among the notes receivable. (December 31, 2007: none).

3. Payment receivable

Credit period of payment receivable is normally 1 month, or may be extend to 3
months. The accounts receivable bear no interest.

Accounting age of payment receivable:

Within one year

From one year to two years
From two years to three years

More than three years

Single major amount

Single ordinary amount
with large credit risks
Other ordinary amounts
Total

Single major amount

Single ordinary amount
with large credit risks

Other ordinary amounts
Total

June 30", 2008
676,251,708.67
123,291,499.81
36,674,254.03
10,570,743.87
846,788,206.38

June 30", 2008

Year of 2007
517,070,098.34
152,950,542.46

44,843,218.94
9,506,356.24

724,370,215.98

Proportion Bad debt Provision
Amount (%) provision proportion (%)
204,270,411.78 18.78% 24,394,219.88 11.94%
226,427,980.42 20.82% 185,910,427.76 82.11%
657,009,674.18 60.40%  30,615,212.36 4.66%
1,087,708,066.38 100.00 240,919,860.00 22.15%
Year of 2007
Proportion Bad debt Provision
Amount (%) provision proportion (%)
230,720,888.37 24.66%  18,406,021.57 7.98%
234,311,753.07 25.03% 193,170,399.97 82.44%
470,913,996.08 50.31% - -
4 7.52 100% 211,576,421.54 22.61%

A single ordinary amount receivable with large credit risks is with a long accounting
age and small amount but has some returning risks after combination.
Changes of bad debt provision of payment receivable are as below:

Increase in the Period Decrease in the Period

Year

ear . - Year end
beginning Provision SUbS_Id_Iéry . Other Return S‘ub5|d-|§ry transfer
aCC{UISItIOI‘l Increases dlSpOSItIOh
2008-6-30 2lo/p4z 32252318 119124 LIlI6%. 2409198
154 36 - = 3.00 = 2 60.00)
Year of 2007 71%233; 731.&8.2; - - - leﬁ 10.610.26 7@; 211,576.4
21.54
June 30", 2008 Year of 2007
Total 5 arrears 66,488,731.85 57,553,400.00
Proportion over total accounts 6.11% 6.15%
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receivable
Periods of arrears From one year to three  From one year to three
years years
June 30", 2008, there were no arrears owed by shareholders holding 5% (or more)

voting interests in the year end balance. (December 31st, 2007: none).

4. Advanced payment
Analysis on accounting age of prepayment as below:

June 30", 2008 Year of 2007
Book balance Proportion (%) Book balance Proportion (%)
Within one year 333,849,872.27 97.17% 233,854,165.77 97.34,
From one year to 7,082,006.35 2.06% 4,072,229.05 1.70,
two years
From two years to 1,964,271.92 0.57% 1,036,130.82 0.43,
three years
More than three 676,866.83 0.20% 1,279,938.00 0.53,
years
43,573,017.37 100.00 240,242,463.64 100.00
June 30™, 2008, there were no prepaid amounts for shareholders holding 5% (or
more) voting interests in the'2007nmpds prepayment
5. Interest receivable
June 30", 2008 Year of 2007
Within one year 14,343,487.50 2,870,662.50
6. Dividend receivable
June 30", 2008 Year of 2007
Within one year 43,014,669.08 27,293,296.82
More than one year 118,409.48 451,775.53
Total 43,133,078.56 27,745,072.35

7. Other account receivable
Accounting age of other accounts receivable:

June 30", 2008 Year of 2007
Within one year 105,588,888.97 65,918,509.26
From one year to two years 9,184,545.81 13,115,639.87
From two years to three 9,282,384.37 1,801,392.20
years
More than three years 1,419,348.74 6,534,676.73
125,475,167.89 87,370,218.06
June 30", 2008
Amount Proportion (%) Bad debt provision Provision
proportion (%)
Single major amount 67,868,852.40 47.76% 7,604,784.55 -11.21%
Single ordinary amount
with large credit risks 10,901,525.19 7.67% 9,017,427.46 -82.72%
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Other ordinary amounts 63,327,002.31 44.57% - 0.00%
Total 142,097,379.90 100.00% 16,622,212.01 11.70%
Year of 2007

Amount Proportion (%) Bad debt provision Provision

proportion (%)

Single major amount 46,154,158.33 44.39% 5,610,559.69 12.16%

Single ordinary amount

with large credit risks 12,613,079.16 12.13% 10,997,992.47 87.20%

Other ordinary amounts 45,211,532.73 43.48% - -

Total 103,978,770.22 100.00% 16,608,552.16 15.97%
Changes of bad debt provision of other account receivable are as below:

Year beginning Increase in the Period Decrease in the Period Year end

Provision Subsidiary Other

acquisition increases

2008-6-30 16,608,552.162 13,937.29

Return transfer

27744  16,622,212.01

Year of 2007 -15,487,052.92  4,006,675.84

June 30", 2008
31,156,568.00
21.93%

Total 5 arrears

Proportion over total other
account receivable

Periods of arrears From one year to three

years

1.842,35020 1.042.817.40  16.608,552.16

Year of 2007
9,004,766.84
8.66%

From one year to three
years

June 30", 2008, there were no arrears owed by shareholders holding 5% (or more) voting

interests in the balance of this account (June 30", 2007: none).

8. Stock

June 30", 2008
Raw and packaging 388,356,664.39
materials
Materials in transit 28,847.42
Self-made semi-finished 51,178,133.59
goods

low value consumables
Products in process
Finished goods
Spare parts
biological
assets

Others

Minus: stock devaluation
provision

consumable

2,467,681.08
315,686,140.96
1,206,533,184.17
38,152,352.15
16,545,516.25

77,421,305.79

1,941,527,214.22

Devaluation provisions of inventory as below

June 30", 2008
Year

beginning
Raw materials and  34,140,612.72

Provisions in

1,338,471.76

Year of 2007
299,571,874.81

78,681,219.18

2,355,348.02
305,551,980.86
1,136,787,175.87
36,417,227.58
19,204,859.78

341,833.87
88,338,594.53

1,790,572,925.44
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Year end

Decrease in the Period
the period Return transfer
2,135,993.50

1,207,324.47 32,135,766.51
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main substance
Materials in transit
Self-made
semi-finished
goods

low
consumables
Products in
process

Finished goods

value

spare parts
Packings
biological
consumable
assets
Others

Year of 2007

materials
main

Raw
and
substance
Materials in transit
Self-made
semi-finished
goods

low value
consumables
Products in
process

Finished goods
spare parts
Packings
biological
consumable
assets

Others

9. Financial assets available for sale

Sellable interest instrument

45,498,411.80

11,486,646.76 - 11,329,511.57 - 157,135.19
73,205.31 - 18,346.40 - 54,858.91
10,715,001.46 125,756.85 1,621,702.25 - 9,219,056.06
24,911,239.31 6,653,782.06 539,990.04 2,182,431.18 28,842,600.15
6,972,676.50 - - - 6,972,676.50
39,212.47 - - - 39,212.47

88,338,594.53 118,010.67 15,645,543.76 3,389,755.65 77,421 7z

. Provisions in Decrease in the Period
Year beginning , Year end
the period Return transfer

36,899,910.93 3,792,156.56 - 6,551,454.74 34,140,612.75
12,092,273.87 157,135.19 - 762,762.30 11,486,646.76
212,582.91 - 116,107.95 23,269.65 73,205.31
9,867,278.25 3,494,713.73 - 2,646,990.55 10,715,001.43
46,900,447.97 5,289,448.60 681,214.05 26,597,443.21 24,911,239.31
6,959,806.94 12,869.56 - - 6,972,676.50
- 39,212.47 - - 39,212.47
112,932 .87 12,7 11 797,322.00 1,920.45 88,338,594.53
June 30", 2008 Year of 2007

69,064,699.90

On the balance sheet date, there was no evidence of devaluation of sellable financial

instrument.

10. Long-term equity investment

June 30", 2006
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Cost method

Equity method

Minus: devaluation

provision of
long-term  equity
investment

Including: cash

Year Increase in Decrease in .
_ . ) dividends Year end
beginning the Period the Period . .

received this year

36,838,156.6 - - - 36,838,156.69
9
1,155,084,99 142,283,418.9  90,574,199. 90,574,199.89 1,206,794,212
3.88 1 89 .90
215,000.00 - - 215,000.00
1,191,708,15 1,243,417,369
0.57 59
Cost method-based long-term equity investment on June 30", 2008 is as below:
Year Increasein Decrease in Year end
beginning  the Period the Period

Shanghai Electric Group Finance Co.,

Ltd.

25,632,566.69 - - 25,632,566.69

Shanghai Xiangsheng Insurance Agency

Co. Ltd.

Shanghai Management Building

Shanghai

Bernal-Yahua

Packing Machines Co., Ltd.
Shanghai Shen Wei Da Machinery Co.,

Ltd. (Wuxi Factory)

Shanghai Hongsen Restaurant Co. Ltd.

Printing

Shanghai Me Mechanical & Electrical
Equipment Chain Co., Ltd.

Others

500,000.00 - - 500,000.00
15,000.00 - - 15,000.00

&
6,705,990.00 - - 6,705,990.00
150,000.00 - - 150,000.00
200,000.00 - - 200,000.00
2,600,000.00 - - 2,600,000.00
1,034,600.00 - - 1,034,600.00
36.838,156.69 - - 36.838,156.69

Detailed equity method-based long-term equity investment on June 30", 2008 is as

below:
Registered
Investee name capital
proportion

(€

Shanghai
Marathon-Gexin Electric
Co., Ltd.

Shanghai Riyong - JEA
Gate Electric Co., Ltd.
ABB Shanghai Motors
Ltd.

Shanghai Artificial
Board Machinery Co.,
Ltd.

Mitsubishi Electric

Shanghai Mechanical &
Electrical Elevator Co.,
Ltd.

Shanghai Goss Graphic
System Co., Ltd.

Carrier Air Conditioning
Sales &
Shanghai Co., Ltd.
Shanghai Yileng Carrier
Air

Service

Conditioning

()

45%

40%

25%

30%

40%

40%

39%

40%

Initial

Accumulativ

Profits and losses adjustment
Cash

Other interest adjustment

Current profits and

investment e additional losses increase dividends D|sp05|t|1.)n A.ccumulauve Inf:reas A.ccumulauve
volume investment and decrease in received in ransfer in nerease or einthe nerease or
the period the period the period decrease Period decrease
3) (O] ®) 6) 7 (C)] 9) (10)

43,538,994. 6,795,296.7 17,365,815.4

45 2 17,365,815.46 - - 6
90,953,727. (20,200,924. 10,957,945.8

05 13) 10,980,395.58 (22,449.70) - 8
71,392,572. (30,813,578.0

43 14,828,732.81 9) 2,818,537.90
6,604,157.0 14,071,041,

4 78 3,121,522.31 4,651,108.81 4,675,157.78

25,888,424. 143,766,000 (25,520,228.1

45 .00 (8,620,695.22) - - 1)
58,526,702. (29,989,023.0 73,514,209.4

90 14,564,949.02 0) - 0 583,029.22
29,119,955. (13,319,661.4

70 - (5,699,508.99) - - 2)
351,927,263 (167,904,18 179,318,476.

.62 9.21) 54,852,302.53 00
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Year end

(1)=@3)+(4
)*+(8)+(10)

67,700,106
.63
81,710,748
.80
74,211,110
.33

30,001,465
41

144,134,19
6.34
132,623,94
1.52

15,800,294
.28
363,341,55
0.41
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Equipment Co., Ltd.

Shanghai Faiveley
Railway Technology 43,539,838. 2,647,904.5 (3,844,081.56
Co., Ltd. 49% 07 9 (7,354,439.01) )
Shanghai Goodweld
Welding Consumables 21,810,467. (21,810,510.7
Co., Ltd. 50% 50 0) 43.20
Shanghai Huadong
Welding Materials Co.,
Ltd. 46% 280,000.00 19,651.97 347,471.10 46,515.67
Shanghai CIMIC
WELCO Welding Co., 1,501,828.9 1,200,000.0
Ltd. 40% 0 0 203,489.67 (300,000.00) 64,972.48
SAUER Shanghai
Hydrostatic 58,602,425. (14,255,871.1 25,029,091.2
Transmission Co. Ltd 40% 08 18,461,134.92 0) 0
Shanghai Nabtesco 39,961,545. (15,193,278.0 57,994,570.1
Hydraulic Co., Ltd. 30% 24 24,182,687.00 0) 0
Changchun  Riyong -
JEA Gate Electric Co., 2,000,000.0
Ltd. 20% 0 18,313.38 18,313.38
Shanghai Anest Iwata
Coating Machinery Co., 12,739,424
Ltd. 50% 87 1,092,102.44 2,507,532.35
Shanghai Purlux 27,590,964.
Machinery Co., Ltd. 50% 68 - 4,266,965.04 - 11,528,107.30 13,514,375.73
885,978,291 (19,624,870. (90,574,199.8 321,621,669.
.98 25) 142,283,418.91 9 57 18,819,121.60
Year of 2007
. . Including: cash
Year Increase in  Decrease in the . 9
. . ) dividends Year end
beginning  the Period Period . .
received this year
40,731,93 - 3,893,780.00 - 36,838,156.6
Cost method
6.69 9
. 887,136,9 473,025,22 205,077,143.21 169,417,074.62  1,155,084,99
Equity method
11.76 5.33 3.88
Minus:  devaluation
provision of long-term  2,215,000.
equity investment 00 - 2,000,000.00 - 215,000.00
925,653.8 1,191,708,1
48.45 0.57
. . t . .
Cost method-based long-term equity investment on December 31%, 2007 is as below:
Year Increasein Decrease in Year end
beginning the Period the Period

Shanghai Electric Group Finance Co.,
Ltd.

Shanghai No. 2 Light Industrial Goods
Selling Company

Shanghai Xiangsheng Insurance Agency
Co. Ltd.

Shanghai Management Building
Shanghai Bernal-Yahua Printing &
Packing Machines Co., Ltd.

Shanghai Shen Wei Da Machinery Co.,
Ltd. (Wuxi Factory)

Shanghai Hongsen Restaurant Co. Ltd.
Shanghai Me Mechanical & Electrical
Equipment Chain Co., Ltd.

Others

25,632,566.69

2,000,000.00

500,000.00
15,000.00

6,705,990.00

150,000.00
200,000.00

2,600,000.00
2,928,380.00

2,000,000.00

1,893,780.00

25,632,566.69

500,000.00
15,000.00

6,705,990.00

150,000.00
200,000.00

2,600,000.00
1,034,600.00

58

42,343,661
.10

673,986.77

2,766,801.
38

83,631,516
.28
97,956,115
.34

2,018,313.
38

15,246,957
22
52,633,447
e
1,206,794,
212.90



Shanghai Mechanical & Electrical Industry Co., Ltd. 2008 Semiannual Report

40,731.936.69 - 3,893,780.00 36.838,156.69

Detailed equity method-based long-term equity investment on December 31%, 2007 is as
below:

Profits and losses adjustment Other interest adjustment
Registere Initial Accumulativ Current profits and . . » . X
Investee name d capital investment e additional losses increase Cash. dl\/lflends DISpDSItI?n Accumulanve In.crea.se Ac<.:umulat| Year end
proportion volume investment and decrease in recelvee in the transfelf in increase or in Ihe ve increase
the period period the period decrease Period or decrease
(11)=(3)+(4
W @ ® @ ® ® ™ ® © o JH(8)+(10)
Shanghai
Marathon-Gexin 43,538,994 6,795,296.7 50,334,291
Electric Co., Ltd. 45% .45 2 11,390,465.05 (11,390,465.05) - - - - 17
Shanghai Riyong - JEA 90,953,727  (20,200,924. 70,752,802
Gate Electric Co., Ltd. 40% .05 13) 5,084,259.19 (5,084,259.19) - - - - .92
ABB Shanghai Motors 71,392,572 90,195,955
Ltd. 25% 43 - 18,803,383.18 - - 18,803,383.18 - - .61
Shanghai Artificial
Board Machinery Co., 6,604,157, 14,071,041. 4,675,157.7 26,879,943
Ltd. 30% 04 78 6,362,835.87 - - 1,529,586.50 - 8 .10
Mitsubishi Electric
Shanghai Mechanical &
Electrical Elevator Co., 25,888,424 143,766,000 152,754,89
Ltd. 40% 45 .00 (16,055,989.94) - - (16,899,532.89) - - 1.56
Shanghai Goss Graphic 58,526,702 80,000. 148,048,01
System Co., Ltd. 40% .90 - 62,668,936.22 (28,123,184.40) - 88,938,283.38 00 583,029.22 5.50
Carrier Air Conditioning
Sales & Service 29,119,955. 21,499,803
Shanghai Co., Ltd. 39% 70 - 5,544,761.70 - - (7,620,152.43) - - .27
Shanghai Yileng Carrier
Air Conditioning 351,927,26 (167,904,18 308,489,24
Equipment Co., Ltd. 40% 3.62 9.21) 98,111,034.33 (92,679,720.38) - 124,466,173.47 - - 7.88
Shanghai Faiveley
Railway Technology 43,539,838 2,647,904.5 49,698,100
Co., Ltd. 49% .07 9 157,320.19 - - 3,510,357.45 - - A1
Fujian Jianou
Wood-based Panel Co., 4,680,000. (4,680,000.0 (2,468,743.
Ltd. 39% 00 0) - - 60) - . - -
Shanghai Goodweld
Welding Consumables 21,810,467
Co., Ltd. 50% .50 - - - - (21,810,510.70) - 43.20 -
Shanghai Huadong
Welding Materials Co.,
Ltd. 46% 280,000.00 - (3,438.94) - - 327,819.13 - 46,515.67 654,334.80
Shanghai CIMIC
WELCO Welding Co., 1,501,828. 1,200,000.0 2,863,311.7
Ltd. 40% 90 0 327,258.02 (240,000.00) - 161,482.81 - - 1
SAUER Shanghai
Hydrostatic 58,602,425 79,426,252
Transmission Co. Ltd 40% .08 - 15,839,856.63 (15,799,120.60) - 20,823,827.37 - - .45
Shanghai Nabtesco 39,961,545 88,966,706
Hydraulic Co., Ltd. 30% .24 - 34,317,163.69 (9,755,927.00) - 49,005,161.10 - - .34
Changchun  Riyong -
JEA Gate Electric Co., 2,000,000. 2,000,000.
Ltd. 20% 00 - - - - - - - 00
Shanghai Anest Iwata
Coating Machinery Co., 12,739,424 14,154,854
Ltd. 50% .87 - 2,006,466.91 (1,504,800.00) - 1,415,429.92 - - .79
Shanghai Purlux 27,590,964 - 13,514,375. 48,366,482
Machinery Co., Ltd. 50% .68 = 5,853,965.51 4,839,598.00; = 7,261,142.26 - 73 67
890,658,29 (24,304,870. (2,468,743. 80,000. 18,819,121, 1,155,084,
1.98 25) 250,408,277.61 (169,417,074.62) 60) 269,912,450.55 00 60 993.88

Devaluation provisions of long-term equity investment
ih Year Increase in Decrease in
June 307, 2008 beginning  the Period the Period Year end

Equity method - - - -

Cost method
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Shanghai Management Building

Shanghai Hongsen Restaurant

Co. Ltd.
Total:

Year of 2007
Equity method

Cost method

Shanghai No. 2 Light Industrial

Goods Selling Company

Shanghai Management Building

Shanghai Hongsen Restaurant

Co. Ltd.
Total:

Main financial data of joint and affiliated enterprises on June 30", 2008

Company Name
Joint enterprises
Shanghai  Purlux
Co., Ltd.

Machinery

Shanghai Anest Iwata Coating
Machinery Co., Ltd.
affiliated enterprises

Shanghai Avrtificial Board
Machinery Co., Ltd.

Mitsubishi  Electric Shanghai
Mechanical & Electrical
Elevator Co., Ltd.

Shanghai Goss Graphic

System Co., Ltd.

Carrier Air Conditioning Sales &
Service Shanghai Co., Ltd.
Shanghai Yileng Carrier Air
Conditioning Equipment Co.,
Ltd.

Shanghai Faiveley Railway
Technology Co., Ltd.

Shanghai Goodweld Welding
Consumables Co., Ltd.

Shanghai Huadong Welding
Materials Co., Ltd.
Shanghai CIMIC  WELCO

Welding Co., Ltd.

SAUER Shanghai Hydrostatic
Transmission Co. Ltd
Shanghai Nabtesco Hydraulic

15,000.00 - - 15,000.00
200,000.00 - - 200,000.00
215,000.00 - - 215,000.00

Year Increasein Decrease in Year end
beginning  the Period the Period
2,000,000.00 - 2,000,000.00 -

15,000.00 - - 15,000.00

200,000.00 - - 200,000.00
2,215,000.00 - 2,000,000.00 215,000.00
Registration place Business property (million yuan) Holding
proportion
Liyue Rd., Binding machines
Shanghai making UsS $750 50%
Making of blow guns
South Wanping and spray painting
Rd., Shanghai machines JPY 32,941 50%
Jiading District,
Shanghai  Artificial plates making RMB1,200 30%
Minghang
Development Elevators control
Zone, Shanghai systems making US $5,300 40%
East Yunling Rd.,
Puduo District Printers making RMB1,550 40%
Installing and selling of
JivjangRd.,, Car r i er &made !
Shanghai products RMB1,000 39%
Yangtai Rd., Central air conditioner
Shanghai making RMB37,234 40%
1,050
No. 1 Fulian Rd., Train air-conditioning Deutsche
Shanghai units making Marks 49%
Soldering wires and
Pudong New  other welding products
Area, Shanghai making RMB600 50%
Selling of welding
North Zhejiang  materials and raw and
Rd., Shanghai auxiliary materials RMB61 46.28%
Congming County, Welding rods and
Shanghai  soldering wires making RMB76 40%
Jingiao Export
and Processing
Zone, Pudong Hydraulic pumps,
New Area, motors and silencing
Shanghai conveyors making RMB14,926 40%
Songjiang Hydraulic and RMB12,042 30%
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Co., Ltd.

ABB Shanghai Motors Ltd.
Shanghai Riyong - JEA Gate

Electric Co., Ltd.

Shanghai Marathon-Gexin
Electric Co., Ltd.

Industrial Zone,
Shanghai
Minghang

Economic and
Technological
Development

Zone, Shanghai

Guangzhong Rd.,
Shanghai

Baoshan District,
Shanghai
Changchun

decelerating devices
making

Motor, engine and
parts making

Making of cooling fans
and blowers for new
automotive engines
Making and repairing
of electric motors,
electronics and
mechanical units
Making and testing of

Changchun Riyong - JEA Gate

Electric Co., Ltd.

Joint
enterprises
affiliated
enterprises

Total assets at
the end of June,

Economic and
Technological
Development

Zone

2008

218,148,312.03

6,423,417,258.59

11. Fixed assets
June 30", 2008

Original price:
Year beginning
purchase
Program in
process
transfer
Selling and
scrapping
Decrease due
to  subsidiary
disposition
Other
transfers-out
Year end

Accumulative
depreciation:
Year beginning
Increase due
to  subsidiary
acquisition

Selling and
scrapping

premises

763,673,898.65
29,106.33

7,398,310.80

(31,823,560.56)

(15,904,974.04)

Mechanical
equipment

1,399,172,004.35

9,717,961.27

80,209,962.01

(28,495,462.51)

(26,192,243.17)

(4,089,882.00)

Total liabilities at
the end of June,

85,579,436.29

2,569,913,631.88

electronic actuators
forautomobile seat
regulators and window

winders.

2008

Transport
vehicles

96,712,822.30
1,884,335.41

4,032,579.28

(1,778,468.89)

(1,178,138.00)

117,661,781.82

5.007,984,230.16

Business income
of June,2008

Office
equipment

33,887,179.47
1,627,925.16

158,008.88

(218,819.02)

(174,706.36)

US $1,122 25%
US $1,700 40%

US $370 45%
RMB1,000 20%

Net profits at

the end of
June, 2008

8.944,238.63

342,334,735.43

Total

2,293,445,904.77

13,259,328.17

91,798,860.97

(62,316,310.98)

(43,450,061.57)

(4,089,882.00)

723,372,781.1

225,060,085.74

15,958,454.12

(19,346,802.09)

14 22 .

768,401,320.85

53,259,437.98

(23,497,545.07)

61

73,130.1

56,288,293.42

4,742,514.75

(1,445,836.08)

27 A1

21,003,518.26

2,746,726.88

(188,019.96)

2.2 47 .

1,070,753,218.27

76,707,133.73

(44,478,203.20)
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Decrease due
to  subsidiary
disposition
Year end

Devaluation
provision:

Year beginning
Provision
transfer

Year end

Book value:
Year end
Year beginning

Year of 2007

Original price:
Year beginning
purchase
Program in
process
transfer

Selling and
scrapping
Decrease due
to  subsidiary
disposition
Year end

Accumulative
depreciation:
Year beginning

Provision
transfer

Decrease due
to  subsidiary
disposition
Year end

Devaluation
provision:

Year beginning
Provision
transfer

Year end

Book value:
Year end
Year beginning

(1,739,695.75)

(5,926,332.46)

(187,523.77)

(99,170.32)

(7,952,722.30)

219,932,042.02

792,236,881.30

59,397,448.32

23,463,054.86

1,095,029,426.50

1,355,146.65 3,052,560.84 673,000.00 10,618.00 5,091,325.49

- - 221,380.00 221,380.00

(2,366,999.48) (135,000.00) (2,501,999.48)

1,355,146.65 685,561.36 538,000.00 231,998.00 2,810,706.01

502,085,592.51 637,399,897.29 39,737,681.78 11,584,535.27 1,190,807,706.85

537,258,666.26 627,718,122.66 39,751,528.88 12,873,043.21 1,217,601,361.01
. Mechanical Transport Office

premises . A . Total
equipment vehicles equipment

647,563,502.82
3,340,174.81

127,878,279.41

(6,777,822.71)

(8,330,235.68)

1,309,560,618.27

22,067,754.78

115,240,977.05

(22,141,288.37)

(25,556,057.38)

96,738,858.86
4,042,679.44

5,705,507.27

(9,371,166.27)

(403,057.00)

30,546,532.60
2,905,783.13

1,723,338.31

(1,061,926.28)

(226,548.29)

2,084,409,512.55

32,356,392.16

250,548,102.04

(39,352,203.63)

(34,515,898.35)

763,673,898.65

194,499,539.06
36,182,605.33
(3,336,902.46)

(2,285,156.19)

1,399,172,004.35

698,887,423.96
98,807,277.79
(13,768,711.36)

(15,524,669.54)

96,712,822.30

54,980,216.33
9,570,166.75
(8,123,598.25)

(138,491.41)

33,887,179.47

17,465,943.53
4,704,368.34
(973,676.34)

(193,117.27)

2,293,445,904.77

965,833,122.88
149,264,418.21
(26,202,888.41)

(18,141,434.41)

225,060,085.74 768,401,320.85 56,288,293.42
1,447,539.92 3,928,843.41 742,879.81

- - 60,000.00

(92,393.27) (876,282.57) (129,879.81)

1 146. 3,052,560.84 673,000.00

537,258,666.26

627,718,122.66

39,751,528.88

21,003,518.26

1.070,753,218.27

10,618.00 6,129,881.14
- 60,000.00
- (1,098,555.65)
10.618.00 5.001,325.49

12,873,043.21

1,217,601,361.01

451,616,423.84

744
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41,015,762.72

1 71.07

1,112,446,508.53
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June 30", 2008, the

tot al

of

premi ses,

mac hi

was RMB 71,927,105.47. (December 31%, 2007: RMB 76,872,107.11); with no ownership
of premises were not limited. (December 31%, 2007: None)
There were no idle fixed assets in the balances of June 30", 2008 and December 31%,

2007.

Net values of fixed assets with adequate provisions are as below:

. premises Mechanical
Assorting .
equipment
June 30", 2008
Original
price 7,736,791.77 309,946,576.79
Net value 655,849.77  30,218,599.81

December 31%, 2007

Original
price 6,147,913.89
Net value 1,133,113.50

239,278,230.92

26,163,776.18

Transport
vehicles

33,858,444.38
3.336,681.42

31,122,903.88
3,237,722.12

Office
equipment

6,969,348.21
908.,069.63

8.907,236.00
583,409.89

nes

Total

358,511,161.15
35,119,200.63

285,456,284.69
31,118,021.69

June 30™, 2008, the Group had a total area of premise whose property certificates were
not granted was 32,393.70 square meters with a book value of RMB 21,358,123.29. By
June 30", 2008, the group is applying for the real estate certificate with the total
construction area of around 9,384 square meters and the net book value of around

RMB3,242,251.00.

The company had no fixed assets financed by leasing.

Book value of fixed assets for business lease as below:

Assorting premises
June 30", 2008 9,926,221.46
Assorting premises
December 31%, 2007  7,077,853.68

12. Construction in progress
June 30™, 2008

Year
beginning

Increase in the
Period

Construc
tion in

progress  95,499,666.03 139,129,129.75

Year of 2007

Increase in the

Year beginning Period

Construc
tion in

progress  175,537,499.35 173,579,125.73

Mechanical
equipment
7,673,203.36
Mechanical
equipment
6,933,346.24

Increase due
to subsidiary
acquisition

Increase due
to subsidiary
acquisition

Transport
vehicles
9,022.24
Transport
vehicles

9,022.24

Fixed assets
transferred in of
the period

(91.798.860.97)

Fixed assets
transferred in of
the period

250,548.102.04

Office supplies
and others

5,736.00
Office supplies
and others

420.01

Other decreases

Other decreases

3,068.857.01

Total

17,614,183.06
Total

14,025,642.17

Year end

Year end

95.,499,666.03

Management held that there was no need for devaluation provisions since no

63
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evidence signified any devaluation of the program in process above on the date of
balance sheet.
Major programs in process on June 30", 2008 are as below:
Increase due Fixed assets
_— to subsidiary Increase in the . Other
Program name Year beginning - ) transferred in Year end
acquisition of Period - decreases
" . of the period
this period
Liuzao premises - -
reconstruction
Transport - - -
equipment
Equipment 30,019,351.63 46,713,482.25 11,119,319.49 222,537.72 65,390,976.67
installation
Standing 4,300,000.00 - 4,300,000.00 - -
processing center
TVU5S
Processing center - - - -
VCO085B
Assembly workshop 1,929,323.00 - - - 1,929,323.00
Baozhen Town land - - - -
PAMA equipment - - - -
2"_stage program - - -
Pre-payment of  12,321,245.44 - 9,979,5612.20  16,251,385.64 3,600,819.00 2,448,553.00
program
Office building 26,242,943.03 - 9,838,853.00  16,046,989.03 9,396,043.00 10,638,764.00
Hydraulic pump trial 234,000.00 - - 234,000.00
panel
Others 20,452,802.93 76,198,101.30  44,081,166.81 1,161,259.56 51,408,477.86
Total 95,490,666.03 142,729,948.75  91,798,860.97 14.380,659.28  132,050,094.53
Major programs in process on December 31%, 2007 are as below:
N Increase in the leeq assets
Program name  Year beginning Period transferred in of th Other decreases Year end
perio

Continuous pressing - 1,004,181.00 1,004,181.00 - -
technology reform
Liuzao premises 650,682.00 - 650,682.00 - -
reconstruction
Transport equipment - 1,576,059.31 1,576,059.31 - -
Comprehensive warehouse - 2,893,392.00 2,893,392.00 - -
and greenhouse
Equipment installation 51,341,900.81 52,433,099.93 73,742,649.11 13,000.00 30,019,351.63
Standing processing center 2,822,767.80 4,322,303.00 2,845,070.80 - 4,300,000.00
TVU5
Processing center VC-85B 745,000.00 - 745,000.00 - -
Assembly workshop 1,929,323.00 930,951.06 930,951.06 - 1,929,323.00
Baozhen Town land 1,019,076.90 320,102.91 - 1,339,179.81 -
PAMA equipment 157,008.20 21,395.77 178,403.97 - -
2".-stage program 101,230,984.55 18,341,845.60 119,572,830.15 - -
Pre-payment of program 1,583,460.00 13,320,881.44 998,460.00 1,584,636.00 12,321,245.44
Office building 10,295,922.00 18,246,940.87 2,299,919.84 - 26,242,943.03
Hydraulic pump trial panel - 234,000.00 - - 234,000.00
Others 3,761,374.09 59,933,972.84 43,110,502.80 132,041.20 20,452,802.93

Total

175,537,499.35 173,579,125.73  _250,548,102.04  __3,068,857.01 __95,499,666.03

The company had no capitalized loan expense by December 31%, 2007 and June 30", 2008.

13. Invisible assets
June 30™, 2008

Original price:

Year beginning
Transfer in of
subsidiary acquisition
Increase in the Period

Decrease in the
Period
Year end 254,400,968.60

Accumulative
amortization:

Land use right

286,133,438.60

(31,732,470.00)

Trademark right

16,105,100.00

10,870,153.85

Others

Total

313,108,692.45

- (31,732,470.00)

16,105,100.00

10,870,153.85

281,376,222.45
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Year beginning
Transfer in of
subsidiary acquisition
Provision

transfer

Year end

Devaluation provision:
Year beginning
Provision

transfer

Year end

Book value:
Year end
Year beginning

Year of 2007

Original price:

Year beginning
Increase in the Period
Decrease due to
subsidiary disposition
Year end

Accumulative
amortization:
Year beginning
Provision
transfer

Year end

Devaluation provision:
Year beginning
Provision

transfer

Year end

Book value:
Year end
Year beginning

31,757,035.43 8,568,436.00 1,647,378.06 41,972,849.49
2,964,516.46 750,000.00 573,147.72 4,287,664.18
(5,314,956.73) - - (5,314,956.73)
29.406.595.16 9,318,436.00 2,220,525.78 40,945,556.94
5,938,982.05 - 5,938,982.05
5,938,982.05 - 5,938,982.05
219,055,391.39 6,786,664.00 8,649,628.07 234,491,683.46
248,437,421.12 7,536,664.00 9,222,775.79 265,196,860.91
Land use right Trademark right Others Total
287,163,828.79 16,105,100.00 1,546,293.85 304,815,222.64
2,342,653.81 - 9,323,860.00 11,666,513.81
(3,373,044.00) - (3,373,044.00)
286,133,438.60 16,105,100.00 10,870,153.85 313,108,692.45

26,858,265.40 7,062,326.00 498,841.11 34,419,432.51
6,527,952.48 1,506,110.00 1,148,536.95 9,182,599.43
(1,629,182.45) - - (1,629,182.45)
31,757,035.43 8,568,436.00 1,647,378.06 41,972,849.49
5,938,982.05 - 5,938,982.05
5,938,982.05 - 5,938,982.05
248,437,421.12 7.536.664.00 9,222.775.79 265,196,860.9
254,366,581.34 9,042,774.00 1,047,452.74 264,456,808.08

June 30", 2007, the value of invisible assets of liabiliies guarantee was RMB
3,519,995.42. (December 31%, 2007: (Land use right: RMB 9,144,996.21); invisible assets

ownership was not limited (December 31%, 2007: none).

14. Long-term fees to be apportioned
June 30™, 2008
10,350,194.76
3.929,333.96

Lease fee
Others

14,279,528.72

15. Deferred income tax assets and liabilities

Recognized deferred income tax assts:

June 30", 2007
10,567,361.40
143,645.40

10,711,006.80

Assets Drawing .
June 30th, 2008 devaluation expense in Othe_r p_rg_dmted
oo liabilities
provision advance
Term beginning 38,359,841.22 17,319,634.34 998,400.00
Reckoned into profits 3,753,5657.35 3,240,000.00 347,975.00
and losses

Directly reckoned into
interests

Total

56,677,875.56
7,341,532.35
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Term end 42,113,398.57 20,559,634.34 1,346,375.00 64,019,407.91

Assets Drawing .

December 31%, 2007 devaluation expense in Othgr p.r.e_d|cted Total
o liabilities
provision advance

Year beginning 32,803,331.48 89,820.00 550,473.00 33,443,624.48
Reckoned into profits 5,556,509.74 17,229,814.34 447,927.00 23,234,251.08
and losses
Directly reckoned into - - - -
interests
Year end 38,359,841.22 17,319,634.34 998,400.00 56,677,875.56

Recognized deferred income tax assts:

Fair value Fair value of

June 30", 2008 adjustment of subsidiary

financial assets acquisition

Term beginning 13,441,682.24 -

Reckoned into - -

profits and losses

Directly reckoned  (5,881,572.03)

into interests -
Term end 7,560,110.21

December 31, . Fair value Fair vallug of

2007 . ad]u§tment of sub§|c1!|§1ry

financial assets acquisition

Term beginning
Reckoned into
profits and losses
Directly reckoned
into interests

Term end

2,691,237.61 -

10,750,444.63 -

13,441,682.24 -

16. Assets devaluation provision

June 30", 2008

Year
beginning
Bad debt provision 228,184,9
73.70
Inventory 88,338,59
devaluation 4,53
provision
Long-term 215,000.0
investment 0
devaluation
provisions
Devaluation 5,091,325.
provision of fixed 49
assets
devaluation
provision of 5,938,982.
invisible assets 05
Total 327,768.8
75.77
Year of 2007
Year

Increase due

Profits and losses

of long-term equity Others Total
investment
13,693,273.87 - 27,134,956.11
3,751,750.75 - 3,751,750.75
- (5,881,572.03)
17,445,024.62 i
- 2 134.
Profits and losses
of long-term equity Others Total
investment
7,228,512.63 - 9,919,750.24
6,464,761.24 - 6,464,761.24

10,750,444.63

13,693,273.87

27,134,956.11

Decrease in the Period

Provisions .
) to subsidiary
in the L Year end
X acquisition of Return transfer
period ) .
this period
32,266,25 - 1,191,243. 1,717,914.3 257,542,0
5.65 00 4 72.01
8,118,010. - 2,276,044. 16,759,254, 77,421,30
67 86 55 5.79
- - - - 215,000.0
0
- - - 2,280,619.4 2,810,706.
8 01
: : - 5,938,982.
05
40,384,26 - 3,467,287. 20,757,788. 343,928.0
6.32 86 37 65.86
Provisions Increase due Decrease in the Period Year end

66
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beginning
Bad debt provision 211,720,6
06.49
Inventory 112,932,3
devaluation 00.87
provision
Long-term 2,215,000.
investment 00
devaluation
provisions
Devaluation 6,129,881.
provision of fixed 14
assets
devaluation
provision of 5,938,982.
invisible assets 05
Total 338,936,7
70.55

17. Short-term loan

Credit loan

Pledged loan

Guaranteed loan

Notes discounts with right of
recourse

Total

The yearly interest rate of the loans above is 6.12%-7.47%.

in the
period

35,414,96
5.74
12,785,53
6.11

60,000.00

48,260,50
1.85

to subsidiary

acquisition of Return transfer
this period
4,054,996. 14,895,601. 228,184,9
74 79 73.70
797,322.0 36,581,920. 88,338,59
0 45 4.53
2,000,000.0 215,000.0
0 0
1,098,555.6 5,091,325.
5 49
- - 5,938,982
05
- 4,852,318, 54,576,077. 327,768,8
74 89 75.77
June 30", 2008 Year of 2007

48,000,000.00
79,000,000.00
218,500,000.00
49,055,709.00

394,555,709.00

Including no short-term arrears.

18. Payment payable

Payment payable has no interests and allows a period of three months to clear.

Payment payable

Creditor name
Governmental
loan-supported
works
Yongrong Trading Company
Mitsubishi Electric
Corporation

irrigation

19. Payment received in advance

Payment received in

advance

2,089,371,802.89

June 30", 2008

1,172,051,332.65

Amount payable
1,705,800.00

2,000,000.00
1,993,947.21

June 30", 2008

67

88,000,000.00
69,000,000.00
158,500,000.00
53,215,528.00

368,715,528.00

Year of 2007
1,016,380,092.88

June 30™, 2008, there were no accounts payable to shareholders holding 5% (or
more) voting interests in the balance of this account (December 31%, 2007: none).

June 30", 2008, accounts payable older than one year is as below:

Reason of pending
Equipment quality problem

pending

Unclaimed
Unclaimed

Year of 2007
2,186,370,342.22
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June 30”‘, 2008, there were no amounts of shareholders or associators holding 5%
(or more) voting interests in the balance of this account (December 31st, 2007: none).

June 30", 2008, large pre-payments older than a year are as below:

Organization name

Beijing Zhongtie Huasheng
Real Estate Development Co.,
Ltd.

Changchun Chenyu Shopping
Center Co., Ltd.

Nanjing Zhujiang No.1 Property
Development Co., Ltd.

CCTV

20. Empl oyees6 sal

June 30", 2008
Year beginning

Salary bonus, subsidy and 28,645,528.33

ar i

Pre-paid amount
2,061,024.00
2,262,930.00
3,712,360.00

21,571,117.35

es

Increase in the
Period
210,699,144.28

Unclaimed

Long period for a larger

payabl e

Decrease in the
Period
226,430,112.95

program

Ditto

Ditto

Ditto

Year end
12,914,559.66

allowance
Empl oyeesd wel 1,869,290.18 7,992,146.31 9,775,754.61 85,681.88
Empl oyeesbd b « 153,677,011.08 162,900.00 63,293,321.81  90,546,589.27
welfare funds
Social assurance fees 1,007,896.72 37,407,185.88 37,430,808.53 984,274.07
Housing public accumulation 2,006,847.25 8,559,784.32 7,992,470.40 2,574,161.17
fund
Expenditure of union and 7,950,721.88 3,576,138.99 4,366,194.58 7,160,666.29
employees 6 educati
Operators6 awa _14,408,479.55 52,910.61 11,934,870.32 2,526,519.84
Total 2 774, 268,450,210. 1,22 2 116,792,452.1
Year of 2007

Year beginning Increase inthe Decrease in the Year end

Salary bonus, subsidy and 9,819,695.49
allowance

Empl oyeesd wel 6,141,717.00
Empl oyeesd b ¢ 104,526,669.71

welfare funds

Social assurance fees 993,833.97
Housing public accumulation 1,131,206.52
fund

Expenditure of union and 8,234,536.67
empl oy eueatioh e d
Operatorsod6 awa _ 11,878,149.21

Period
389,583,844.97

20,342,321.07
55,820,353.74

73,210,839.54
16,218,012.50

5,210,031.91

2,547,533.94

Period
370,758,012.13

24,614,747.89
6,670,012.37

73,196,776.79
15,342,371.77

5,493,846.70

17,203.60

28,645,528.33

1,869,290.18
153,677,011.08

1,007,896.72
2,006,847.25

7,950,721.88

14,408,479.55

Total 142,725,808.57

21. Taxes payable

Corporate income tax
Business tax

VAT

Urban maintenance
construction tax

562,932,937.67

June 30", 2008
60,166,689.25

7,112,981.80

15,461,241.03

845,224 .31

68

496,092,971.25

209,565,774.99

Year of 2007

89,507,924.71

916,139.98

38,463,852.19

788,998.00
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Realty tax

Land use tax

Personal income tax
Stamp tax

Additional educational fee
Riverway management fee
Others

Total

388,969.03
(96,711.34)
303,505.57
477,444.94

21,940,879.20

461,182.24
1,302,286.47
2,166,265.51

15,904.17
104,546.78
38,888.23
1,046,200.84

106,600,223.79

See Annex 5 for bases and rates of main taxes payable.

22. Dividend payable

June 30", 2008

Outstanding minority
dividends owed by
subsidiaries

23. Other account payable

Within one year

1-2 years

2-3 years

More than three years

372,318,905.47

Reason of pending

Accumulative unpaid
dividends

June 30", 2008
251,031,818.27
14,634,642.92
9,279,587.12
38,762,479.48

134,812,189.12

Year of 2007

44,288,109.77

Year of 2007
225,446,656.90
67,157,186.36
23,821,970.46
42,937,995.48

313,708,527.79

359,363,809.20

June 30", 2008, there was an amount payment of RMB8,790,637.19 for shareholders
or associators of 5% or more ownership interests, which is specified in detail in Annex 8:

Associator 6s
RMB8,790,637.19).

rel ationshi

p and

t r a®d e2007i

June 30™, 2008, the balances of other accounts payable older than one year are as

below:

Company name/property
Shanghai Electric Group
Co., Ltd.

24. Other floating liabilities

Amount payable

Reason of pending

8,790,637.19 Funds advanced by Electric

Group Co. Ltd.

June 30", 2008 Year of 2007
Estimated liabilities 5,385,500.00 6,143,600.00
Deferred earnings 3,333,604.80 1,646,000.00
Total 8,719,104.80 7,789,600.00
25. Long-term loan
June 30", 2008 Year of 2007 Loan Interest
Converted into Converted into  condition  rate
Original currency RMB Original currency RMB s
Bank of RMB  10,000,000.00 10,000,000.00 RMB  10,000,000.00 10,000,000.00 warranty  6.4539
China %
ITHALA Rand 222,451.00 133,585.32 Rand 222,451.00 236,812.93 credit 9.00%
Minus: Long-term loan due within the
year
10,133,585.32 10,236,812.93

68

n t his

Date due

2010.12.3
1
2012.01.0
1
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Including no long-term arrears

26. Long-term payment payable

June 30", 2008 Year of 2007
El ectric Gr o1 1,547,920.89 1,547,920.89
payable of debts converted
into shares
Others 206,000.00 206,000.00
Total 1,753,920.89 1,753,920.89

27. Share Capital
The companyd sdpaid-gpicapitaldsrR¥MB 853,282,757.00, with a unit value of

RMB 1 per share with the stock types and structures as below:
December 31%, 2007 Increase (Decrease) of shares this year June 30‘“,

2008

Share count Proportion Issuanc  Stock Public Other  Subt  Share count
of new e allotment accumulatio s otal
stock and swap n fund
I. Stock with
sales
limitations
1.
Stated-owned
stock
2.
State-owned
corporation
stock
3. Other stock  402,933,637.00 47.28% 402,933,637.00
held by
domestic
enterprises
Including:
Stock held by 402,933,637.00 47.28% 402,933,637.00
domestic
corporation
Stock held by
domestic
natural person
4. Stock held
by foreign
enterprises
Including:
Stock held by
foreign
corporation
Stock held by
foreign natural
person
Stock with  402,933,637.00 47.28% 402,933,637.00
sales
limitations
1. Stock
without sales
limitations
1. Common 269,153,280.00 31.58% 269,153,280.00
Stock in RMB
2. Foreign  180,195,840.00 21.14% 180,195,840.00
Stock Listed in
Domestic
3. Foreign
Stock Listed in
Overseas
4. Others
Total Stock  449,349,120.00 52.72% 449,349,120.00
without sales
limitations
n. Total  852,282,757.00 852,282,757.00
Shareholdings 100%

28. Capital reserve fund

7C

Proporti
on

47.28%

47.28%

31.58%

21.14%

52.72%

100%
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Equity premium
Changes of i
interests under equity laws
Changes of fair values of sellable
financial assets

Income tax effects related to matters
related to ownership interests

Transfer-in of capital public accumulation
of original system

nvest et

29. Surplus accumulation fund

June 30", 2008
1,346,055,044.61

94,271,670.26

53,766,728.99

(13,441,682.24)

145,184,371.81

1,606,186,187.63

Increase in the Decrease in the

Year of 2007
1,346,055,044.61

92,266,440.53
30,240,440.89
(7,560,110.21)

145,184,371.81

1,625,836,133.43

June 30", 2008  Year beginning Period Period Year end
Legal surplus  656,943,735.46 152,827.00 163,688.08 656,932,874.38
reserve
Free surplus _90,209,426.66 - - _90,209,426.66
reserve

747,153,162.12 152,827.00 163,688.08 747,142,301.04
Year of 2007 Year beginning  Increase inthe Decrease in the Year end
Period Period
Legal surplus 527,463,248.17 129,480,487.29 - 656,943,735.46
reserve
Free  surplus _90,209,426.66 - - _90,209,426.66
reserve

617,672,674.83 129,480,487.29

747,153,162.12

According to the regulations of company law and the company's articles of association,
the company provides the legal free surplus reserve which is 10% of net profits.

30. Unallocated profits

undistributed profits of previous year end
Initial performing of corporate accounting
principle Memorandum. 23
Balance of year beginning
retroactive adjustment
Net Profits
Other increases (notes)
Minus: accrued
accumulation fund
Accrued surplus accumulation fund
Dividends distribution
Provision of
welfare funds
undistributed profits of year end

after

legal

surplus

emp |

Not e: t he

June 30", 2008
848,115,182.62

Year of 2007
371,544,386.00
141,519,381.25

848,115,182.62

325,939,746.52
163,688.08
152,827.00

162,900.00
85,228,275.70

513,063,767.25

605,580,532.10

129,480,487.29

85,228,275.70
55,820,353.74

di fference

1,088,674,614.52

bet ween

848,115,182.62

t he

Groupos

cash

c
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ownership interests of an investee acquired through a merger under a single controller.

3LL.Mi nority shaityehol dersd equ

The minority interests of the Groupds main subsi
June 30", 2008 Year of 2007
Shanghai Jintai Engineering 16,161,959.38 15,045,464.73

Machinery Co., Ltd.

Shanghai CIMIC  Welding
Consumables Co., Ltd.
Shanghai Mitsubishi Elevator
Co., Ltd.

Shanghai Shen Wei Da
Machinery Co., Ltd.
Shanghai Yawa
Machinery Co., Ltd.
Huanghan Green Continent
Wood-based Panel Co., Ltd.
Anhui Green Continent
Wood-based Panel Co., Ltd.
Hubei Green Continent
Wood-based Panel Co., Ltd.
Suichuan Green Continent
Wood-based Panel Co., Ltd.
Ji'an Green Continent Woods
Co., Ltd.

Xinjiang  Green  Continent
Wood-based Panel Co., Ltd.
Total

Printing

32. Business income and cost
Business income as below:

Incomes from main operations
Other business income
Business income total

17,206,967.10
1,372,006,610.38
13,667,596.93
38,014,179.60
13,065,701.62

28,320,850.89

9,278,196.94

744,132.40

1,508.,466,195.24

June 30™, 2008
5,062,284,861.62
129,435,019.88
5,191,719,881.50

Main business income and cost as below:

Main business

Elevator
distribution
Artificial plate
selling

Selling of
hydraulic
machines

Driller selling
Printing and
packing machines
selling

Welding materials

Incomes from main operations

June 30", 2008

3,604,213,920.51

361,326,616.15

251,020,086.54

236,453,014.06
261,944,546.19

332,778,638.72

June 30", 2007

2,661,859,834.85

427,276,080.86

172,816,623.81

150,124,031.78
318,758,123.74

320,808,311.05

72

16,796,743.36
1,440,734,280.40
14,414,426.47
42,816,675.38
14,044,191.44

32,266,768.15

10,097,430.09
831,073.53
7,419,282.64

1,594,466,336.19

June 30", 2007
4071,970,687.57
138,779,019.15
4,210,749,706.72

Cost of main operation

June 30", 2008

2,793,363,109.16

306,788,040.19

231,430,151.43

170,308,285.64
241,611,438.67

305,765,974.66

June 30", 2008
2,029910,942.38

341,707,022.83

158,779,503.73

107,356,592.66
267,540,076.28

291,578,267.14
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selling
Air conditioner 14,548,039.45 20,327,681.48 13,082,887.41 16,758,274.94
selling
Total 5,062,284.861.62 4,071,970,687.57 4,062,349,887.16 3,213,630,679.96

33. Business taxes and additional ones
June 30™, 2008

Business tax 12,443,107.55

Urban construction tax 1,025,436.46
Additional educational fee 601,600.97
Others 187,943.64

14,258,088.62

June 30™, 2007
9,798,655.49
1,635,550.68
1,009,687.91
1,586,735.72

14,030,629.80

Business tax calculation and payment standards are specified in Annex 4. Taxes.

34. Financial expenses

June 30", 2008
13,542,343.30

(48,095,145.06)

Interest expense
Minus: Interest received

Exchange profits and losses 2,531,184.00
Others 2,033,650.47
(29,987,967.29)

35. Assets devaluation loss

June 30", 2008
Bad debt loss 31,074,735.21
Inventory devaluation loss 5,841,965.81
devaluation loss of fixed -
assets

36,916,701.02

36. Investment income

June 30", 2007
16,082,803.76
(29,616,720.73)
3,411,676.65
1,777,032.90

(8,345,207.46)

June 30™, 2007
(20,912,912.40)
5,199,444.54
3,345,097.68

(12,367,470.18)

June 30", 2007
145,953,407.36

June 30", 2008
Long-term equity investment profits 142,283,418.91

based on equity method

Long-term equity investment profits 2,100,000.00
based on cost method
Disposal of long-term equity 2,238,536.59 700,206.40

investment profits and losses
Other investment profits - 2,452,000.00
Profits of disposing sellable 397,498.51 69,732.00
financial assets

147,019,454.01 149,175,345.76
On the balance sheet day, the Group had no major limits on repatriation of investment

profits.

37. Non-revenue receipt

June 30", 2008 June 30", 2007
Net profits of disposing fixed 580,201.79 505,663.28
assets
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Governmental subsidy
inventory profits

Initial  investment cost of
long-term equity investment
Entitled to the profits due to the
fair val ue of
recognizable net assets if lower
than investment.

Penalty income

Others

38. Non-business expenditure

Including: loss of
non-current assets disposal

Expenditure of  social
contribution

Penalty and fine
expenditure

Labor agreements
terminated by employees
Others

Total

39. Governmental subsidy
June 30", 2008
VAT imposed 11,487,320.93

before rebate

Fund by 2,187,000.00
technology
committee

13,674,320.93

40. Income tax expense

Current Income tax expense
Deferred income tax expense
Total

Total Profits

Taxes based on legal/proper rates (Note 1)

13,674,320.93

2,802,719.33
1,120,260.06
18,177,502.11

June 30", 2008
4,334,641.09

2,581,050.00
229,186.46
68,046.00

83,785.55
7,296,709.10

June 30", 2007
3,968,492.56

3.968,492.56

3,968,492.56

1,163,147.80
5,637,303.64

June 30", 2007
1,822,225.94

226,500.00

291,312.93

404,637.44
2,744,676.31

sources

Cai-Shui (2006) No. 102:
Notice by the General State
Administration of Taxation of
Payment-and-rebate Product
VAT on General Utilization of
Three-remains and Sub-fuel
Wood as Manufacturing and
Processing Materials

Program subsidy for Shanghai
Municipal New Key Products and
Plans by Development Planning
Division of Science and
Technology Commission of
Shanghai Municipality

June 30", 2008
103,047,644.69
(3,589,781.60)

June 30", 2007
68,151,273.11
16,201,460.45)

99,457,863.09
June 30", 2008

597,252,107.84
117,109,603.52

74

84,352,733.56

Jan. 1 Jun. 2007
527,120,107.51
93,135,382.09
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Adjustment of previous and current taxes
Profits belonged to joint enterprises and
affiliated enterprises
Tax-free income (565,922.02)
Offsettable tax expenses 1,137,489.63
Expenditure good for preferential tax rates -
Tax losses of previous periods -
Unconfirmed tax losses 14,938,669.02 4,529,609.87
Tax expense based on 99,457,863.09 84,352,733.56

Notel: TheGroupdés i ncome tax is provided on the basi s
and proper rates in China. The taxable items from other countries and regions should
follow the proper rates under the laws, interpretation and practice of the country where the
Group is located.
41. Income per share

Basically, i ncome per share is <calculated by
common shareholders, which is divided by the weighted average of issued and
outstanding common securities.

The company has no potential diluted common securities.

Basically, income per share is calculated as below:

June 30", 2008
325,939,746.52

(1,035,011.16)
(32,126,965.90)

(1,498,168.42)
(15,225,462.14)

(454,171.56)
4,523,753.45

(658,209.73)

June 30", 2007
Current net 297,804,166.30
common securities

Wei ghted
issued and

securities (note)

profit

average 0
outstanding common

852,282,757 852,282,757

Note: from the balance sheet day to the approval date of this report, there were no events
which caused changes of issued and outstanding common securities.
42. Cash paid or received in other business activities
Including: large cash flow as below:
June 30", 2008 June 30", 2007
Cash received in other business:
Bank current deposit
interests
Collection  of

disbursement

35,462,876.10 26,377,737.22

advanced 20,819,315.00 49,145,068.43

Financial subsidies received
Deposit received

Rental income

Income of raw materials
selling

Cash paid for other business:

Sales expense
Management expenses
Procedure fee

8,652,912.83
5,000,000.00
4,297,050.35

161,256,011.95
111,132,328.64
1,734,060.47

7,005,178.36
3,940,148.47

157,607,231.53
108,427,643.17
1,274,165.21
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43. Cash paid or received in other investment activities
Including: large cash flow as below:

June 30", 2008 June 30", 2007

Cash received in other
investment activities
Income of pledged fixed - 5,625,000.00

deposit interests

44. Cash flow business activities
June 30", 2008 June 30", 2007

Cash flow transferring net profits into business

Net Profits

Plus: devaluation provision
Depreciation of fixed assets
Amortization of invisible assets
Amortization of long-term
apportioned

Losses of disposing fixed assets, invisible
assets and other long-term assets

loss of rejected fixes assets

Losses of fair value changes

Financial expenses

Investment losses

fees to be

497,794,244.75
36,916,701.02
76,707,133.73
4,287,664.18
521,360.08

3,814,238.88

159,435.86

13,562,832.65
(147,019,454.01)

442,767,373.95
(24,190,045.11)
70,480,885.66
4,229,515.78
320,435.40

737,015.48

815,529.13

10,549,275.69
(149,178,110.14)

Decrease of deferred income tax assets
Increase of deferred income tax liabilities
Decreased inventory

Decrease of business items receivable

(7,341,532.35)
3,751,750.75
(171,552,255.84)
(314,000,456.08)

3,292,787.88)

18,727,502.36
(203,155,499.76)
(316,527,848.49)

Increase of business items payable 6,482,946.68 436,739,371.30
Others -
Net cash flow generated in business 4,084,610.30 295,608,189.13

45, Cash and cash equivalent
June 30", 2008 June 30", 2007
Cash
Including: stored cash
Bank deposit
payment at any time
Other monetary funds available
for payment at any time
term end cash balances of and cash

equivalent

574,227.47
3,531,908,564.54

1,486,796.46
available for 1,131,177,929.55

501,400,000.00 1,905,117,476.39

4,033,882,792.01 3.037,782,202.40

46. Subsidiary disposition
1. No more former subsidiaries will be incorporated.

Registratio  Business Groupds Groupds f o Reasons
n place property holding proportion voting interests
Xinjiang Green Continent  Xinjiang Domestic 51% 51% Note 1
Wood-based Panel Co., Ltd. enterprises

Note 1: Shanghai Green Industrial Co., Ltd. under the group signed an ownership
transaction contract with Urumchi Lingze Woods Co., Ltd. on February 29”‘, 2008, in
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