Chairman’s Statement
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It is my pleasure to submit on behalf of the Board of
Directors (the “Board”) the results of Hualing Holdings
Limited ( the “Company”) (formerly known as GZITIC
Hualing Holdings Limited) and its subsidiaries (the

“Group”) for the year ended 31st December 2003.
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Financial Highlights MBEE
Turnover of the Group amounted to approximately BHE-_ZTZT=F+_A=+—HIEFE  A5ENE
HK$1,573,322,000 for the year ended 31st December 2003 HERHAE1,573,322,0008 L (Z 2T ZF
(2002: HK$1,261,072,000), representing an increase of 1,261,072,0007% 7T) ¥ & F B B £ F+ 8925% &=z RK
approximately 25% as compared to the same period of last HEREELNAT76,976,0008 0 (Z T —F @ KEZX
year. The audited loss attributable to shareholders amounted to %%Fgfﬁ /& 18 250,359,000/8 7T) - E =g Tk B A
approximately HK$76,976,000 (2002: audited loss attributable E_FTE=F+_A=F+—"HIEFEZRE -
to shareholders HK$250,359,000). The Board does not
recommend the payment of any final dividend for the year EBRE

ended 31st December 2003.
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During the year under review, suffered from intense market BUE HWEDEBRRERNEERAESHE  FR
competition, outbreak of SARS, cool-summer climate, dropping BHEEBIS TROMEE - EhEfiHEE4)1£691,000
selling price and surging cost, the Group provided high quality B A INAI66% o & 35 403%1,005,654,000% 7T
product and service as usual. Through measures like stringent Eﬁiiittf 815 435%, 2 FHiE : kA EB T E - i
cost control, improved operating efficiency, brand establishment, EEAET6,0008 r WEF LAHN24% - MEXERE
enhanced product development, various businesses of the Group At = F EF4110% %)% 567,668,00078 7T °

achieved satisfactory development during the year. Among which,
the sales volume of air-conditioner reached approximately 691,000

(HK$ Million) Turnover of the Group
units, representing an increase of approximately 66% as compared (BBTTHE) EEEER
to the previous year. Turnover reached approximately 1,800
HK$1,005,654,000, representing an increase of approximately 1,600 =

35% as compared to last year. With regard to the refrigerator
business, the sales volume reached approximately 786,000 units,
representing an increase of approximately 24% as compared to
the previous year. The turnover increased by approximately 10%,
amounted to approximately HK$567,668,000. 800
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Profit / (Loss) Attributable to
Shareholders of the Group
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Upon the PRC’s accession to the World Trade Organization, the
export volume of household appliance increases continuously. The
export volume of air-conditioner was approximately 331,000 units,
representing an increase of approximately 67%. While the export
volume of refrigerator was approximately 429,000, representing
an increase of approximately 31%.

Since the price of household appliance kept falling, the Group
proactively implemented initiatives to control the cost, including
management, sales and technology aspects. The Group’s
overall administrative expenses ratio and distribution cost ratio
decreased by approximately 6% and 2% respectively when
compared to prior year. The Procurement Centre of the Group
implemented centralized procurement that brought about positive
effect in cost control.

Since the commencement of the implementation of Enterprise
Resource Planning (ERP) and Product Data Management
(PDM), the timeliness and accuracy of information transmission
were greatly enhanced. As ERP project of more subsidiaries of
the Group are connected online, the internal operating efficiency
of the Group will be further enhanced. The overall future
development of Group was hence facilitated.

As the living standard of the citizens in the PRC is ever-
improving, customers prefer brand name products and high
quality merchandises. The Group invited new image endorser
to establish a refreshing concept of “Professionalism creates
trend” and injected new element into Hualing’s product.

Product is the driving force of the Group’s continuous
development. During the year, the Group invested approximately
RMB62,670,000 in the research and development. 142 new
products of air-conditioner and refrigerator were developed in
total which enhanced the market competitiveness of the
Group’s product.

Turnover of the Group by Products
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Turnover of the Group by Markets
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Future Development Strategies

In order to continue the encouraging development this year, the
Group plans to develop strategies like investing more in product
development, reforming sales strategies, strengthening cost
control, improving information technology and expanding
production capacity, etc. The Group pledged to become one of
the top five players in the household appliance industry
soonest.

1. Product Development

Despite the temporary vicious price competition in the
market, the Group will continue to expand the self-
development of core technology so as to lead in the
technological aspect. The Group will be directed by market,
actively search for the optimal level of the combination of
product technology, quality and cost, in order to realize
cost advantage and technological differentiation of product.

2. Sales Strategies

Since the increase in sales targets of the PRC and export
markets was higher than those in 2003, sales activity in the
coming year assumes an important role in the Group’s
development. Regarding the PRC market, the Group will
actively speed up the exploration of new markets and
establish far-reaching distribution channels. According to
the development trend of household appliance’s distribution
channel in the PRC, the Group will enhance the cooperation
with large-scale chained retailers based on its existing
market network so that the development of sales network
could satisfy the sales target. Regarding the overseas
market, the Group will further adjust the structure of the
export department and establish a quality sales team. The
Group will also consider establishing branches in the core
overseas sales regions that enable better understanding of
overseas markets in order to realize the goal of high export
growth.

In order to satisfy different needs of the customers, the

Group will reform the product structure to high, middle and
low ranks that match with market development.
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3. Cost Control

Confronted with the ever-increasing raw material price, the
Group will, on the ground of its existing business, set up a
better procurement information platform, strengthen the
management of procurement supply chain, shorten
procurement and production cycles, form strategic alliance
with supplier, improve the universal feature of product
parts, etc., in order to control cost stringently.

4. Information Technology

In the coming year, the Group will focus on enhancing the
actual effectiveness and reinforcing internal management
of the information system. In addition, the Group will strive
to enhance the management and optimization of the
system and to raise the overall safety and reliability so that
the system could fulfill the development needs of the
business.

5. Expansion of Production Capacity

Scale is the major prerequisite for household appliance
enterprise to achieve cost advantage. The next step of the
Group is to expand production capacity in order to achieve
economies of scale and thus attaining competitive
advantage. The Group will structure the current overall
production capacity in order to become one the top five
players in the PRC’s household appliance industry.
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By Order of the Board
LI Yu Jun
Chairman

Hong Kong, 22nd April 2004

www.hualing.com
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