The first half of

year 2004
ZRENEE Year 2003 Year 2002 Year 2001 Year 2000
bRE CRZERE CRF0EE CERF-RE 0 CZETAE
(US$°000) (US$000) (US$000) (US$°000) (US$000)

(F#7) (F%7) (F%7) (F%7) (%)

Turnover BEH 44,092 78,012 67,841 64,061 46,312
Profit from operations A 13,444 21,810 15,290 17,930 8,752
Profit (loss) for the period/year  Hi /MM (8) 12,295 19,017 10,258 8,043 (3,649)
Total assets BEE 323,052 316,514 269,441 282,721 281,371
Working capital BEES 71,498 66,414 (2,052) 3,004 (5,705)
Sharcholder's equity Tkt 4 196,788 184,490 (6,974) (17,230) (25,340)
Total liabilities 5= 126,264 132,024 276,415 299,951 306,711
Return on equity (Note 1) AR (1) 6.2% 10.3% N/A N/A N/A
Working capital ratio (Note 2) g BEERWE (M2 363% 36.0% N/A N/A N/A
Return on assets (Note 3) BEENGR (MiE3) 3.8% 6.0% 3.8% 2.8% (1.3%)
Notes: WtaE -
1. Return on equity: 1~ AR

Profit (loss) for the period/year/(Total assets - Total liabilities) WA EENE (BB (S E-

AR

2. Working capital ratio: 2 BEEARIXK:

Working capital/(Total assets - Total liabilities) EEESE /) (WK E - RALE)
3. Return on assets: 3 MEEIGE

Profit (loss) for the period/year/Total assets WMk EEMNE (B1E) R E



During the period under review, the economy of the PRC grew rapidly.
GDP grew by 9.7% over the corresponding period of the previous year.
The fixed assets investment also increased by 28.6%. Eastern China
played an important role in the economic development, with GDP
accounting for 44.4% of the national GDP. The rapid economic
development provides a favourable business environment for the cement

industry.

For the six months ended 30 June 2004, the PRC’s cement production
volume was about 425 million tonnes, an increase of 17.9% compared
with the corresponding period of the previous year. The growth was
mainly due to the huge market demand. The accelerating growth of the
PRC economy brought strong market demand for infrastructure in
various regions. The residents were eager to upgrade their
accommodation standards as their income increased. In addition,
urbanization of rural areas also expedited and created an abundant
demand for cement. At the same time, with improvements in
construction technology and application practice, market demand for
high-grade and good-quality cement surged, demonstrating an enormous

market potential.

During the period under review, the PRC government implemented a
series of austerity control measures to promote a sustainable and healthy
development of the national economy and to discourage excessive and
redundant investments. In the cement industry, such policies have
prevented the expansion of many low-quality redundant construction
projects, which has adversely affected many small-scale cement
entreprises. This has accelerated the structural adjustment of the cement
industry. In the long term, the industry is expected to develop in a healthy
and orderly manner, creating enormous potential for the development of

large-scale cement manufacturers.
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For the six months ended 30 June 2004, the Group’s turnover amounted
to US$44,092,000, representing an increase of approximately 25.3%
over the corresponding period of the previous year. Profit for the period
amounted to US$12,295,000, representing an increase of approximately
80.7% over the corresponding period in 2003.

The increase was mainly due to the strong demand for cement in the first
half of 2004. The price of cement has also increased, compared with the
corresponding period of the previous year. At the same time, leveraging
on its technological advantages, the Group managed to maintain a low
consumption of electricity and coal per unit of clinker and cement
produced, maintaining the Group’s leading position in the industry.
Despite the rise in coal price, effective resource allocation was possible
through the new Enterprise Resources Planning (“ERP”) system, and
thus cost has been controlled effectively. The Group expanded its sales
office network in Taicang, Changsu, Nantong, Zhenjiang, and Liuhe.
With this extension in sales network, the Group was able to diversify its
customer base, further increase sales in high-grade cement, and be more

resilient to the changing environment.
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Sales Overview

For the six months ended 30 June 2004, the Group’s consolidated
turnover was approximately US$44,092,000, representing an increase of
25.3% over the corresponding period of the previous year. The turnover
growth was mainly driven by the expansion of marketing network and
distribution channels as well as the strong demand for cement in the first

half of 2004. As such, the Group was able to increase its cement prices.

Breakdown of turnover by product
(For six months ended 30 June)
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2004 2003
“ERYA “EEZA

Product Turnover Percentage (%) Turnover Percentage (%)
JE i BEH HAalb e Aol

(US$°000) (US$°000)

(F3*7) (F3 )
Cement K
52.5 52.5 #% 11,697 26.5 6,259 17.8
42.5 42.5 8 23,482 53.3 15,784 44.8
32.5 32.5 8% 8,883 20.1 12,727 36.2
Subrotal /NG 44,062 99.9 34,770 98.8
Clinker PoRb 30 0.1 430 1.2
Total At 44,092 100.0 35,200 100.0

For the six months ended 30 June 2004, the high-grade cement (Grade
52.5 and Grade 42.5) accounted for 79.8% of the turnover, increased by
approximately 17 percentage point over the corresponding period of the
previous year. The production ratio of low-grade cement (Grade 32.5) has
further reduced from 36.2% to 20.1%. However, the Group will still
maintain some production of low-grade cement in order to satisfy

demands in markets where low-grade cement dominates.
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Breakdown of turnover by region
(For the six months ended 30 June)

BB (124 )
(BEAHA=AHIEATA)

2004 2003
“RENE “EEF

Sales Region Turnover ~ Percentage (%) Turnover Percentage (%)
57 B o [ e W44 B BAK

(US$°000) (US$°000)

(%) (T%7z)
Jiangsu Province ILERA 25,327 57.4 12,937 36.8
Zhejiang Province WL 11,814 26.8 13,270 37.7
Shanghai Municipality b7 4,287 9.7 5,278 15.0
Fujian Province BHA 1,969 45 1,557 44
Guangdong Province JE WA 98 0.2 1,468 4.1
Export A 597 1.4 690 2.0
Total ait 44,092 100.0 35,200 100.0

Due to strong demand for high-quality cement in Jiangsu Province for
the six months ended 30 June 2004, the Group established five sales
offices in Jiangsu Province seperately in Taicang, Changsu, Nantong,
Zhenjiang and Liuhe. As a result, the sales volume of Jiangsu Province has
increased from 36.8% to 57.4% over the corresponding period of the

previous year.

Gross Profit Growth

For the six months ended 30 June 2004, the Group’s gross profit was
approximately US$19,065,000, a 60.0% increase over the corresponding
period of the previous year. The gross profit margin was 43.2%. Despite
the average cost per tonne of the products of the Group increased by
13.6% compared with that of the previous year because of sharp increase
in coal prices, the Group improved its profit margin as a result of
successful marketing, extension of its distribution network and a

favourable price control system.
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Gross profit by product E Fl 7 (12 4h)

(For the six months ended 30 June 2004) (# 1 ~ZFZEPNEN A=A HIEANEA)
Turnover Gross Profit
BEF B
Gross Profit
Products Amount Percentage (%) Amount Percentage (%)  Margin (%)
fin T k| Bk £ Hi Aol ESYiES
(US$°000) (US$°000)
(F%*7) (L)
Cement K
52.5 52.5 %% 11,697 26.5 4,951 26.0 42.3
42.5 42.5 %% 23,482 53.3 10,300 54.0 43.9
32.5 32.5 8% 8,883 20.1 3,808 20.0 42.9
Subtotal /NaE 44,062 99.9 19,059 100.0 43.3
Clinker 2R} 30 0.1 6 0.0 20.0
Total aat 44,092 100.0 19,065 100.0 43.2
Growth of Profit for the Period B 14 Fi T H=

For the six months ended 30 June 2004, the Group’s profit for the period BE_FFNEAA=ZTHIEAMA
was approximately US$12,295,000, representing a 80.7% increase over A SE B 2 0 R 4 25 12,295,0005 TG
the corresponding period of the previous year which was mainly due to W2 AF 6] B 1 080.7% » 3 B2 R 4E B Y

the significant growth of gross profit and stringent cost control. TS KRR - DL S Re e A% 42 i BA
Yoo
Operating highlights R
(For the six months ended 30 June) (#ENHAZ=ZAHIEATEA)
Increase
Item 2004 2003 (Decrease)
JHH ZRRN4 R B (8
(US$°000) (US$°000) (%)
(F#L) (T%#7T) H 4t
Turnover BEH 44,092 35,200 25.3
Cost of sales B B A 25,027 23,281 7.5
Gross profit BAH 19,065 11,919 60.0
Profit from operations 28 8 Y 13,444 8,291 62.2
Profit for the period GNP RE| 12,295 6,804 80.7

Earnings per share - basic (US cents) BB A —FEA (D) 1.08 0.76 42.1




For the six months ended 30 June 2004, the operational cash inflow was
approximately US$14,673,000 (for the six months ended 30 June 2003:
US$12,277,000). The cash inflow was mainly a result of cement sales. In
addition, net cash outflow from investing activities of approximately
US$5,680,000 (for the six months ended 30 June 2003: US$2,461,000)
has been used to enlarge the sales network and expand cement grinding
capacity. The cash outflow from financing activities was approximately
US$6,656,000 (for the six months ended 30 June 2003: US$11,753,000)

and has been mainly used to repay long-term bank borrowings.

Capital Expenditure

For the six months ended 30 June 2004, the capital expenditure
amounted to approximately US$5,903,000, most of which was used for
the expansion of the cement grinding mills and the establishment of five

new sales offices.

For the six months ended 30 June 2004, the Group’s total assets
amounted to US$323,052,000, an increase of approximately
US$6,538,000 over that of the end of the previous year, which was

mainly financed by the funds generated internally from operations.

At 30 June 2004, the total net book value of the property, plant and
equipment, land use rights and bank deposits pledged for obtaining bank
loans was approximately US$158,887,000.

BWE_ZEZNFEASA=ZTHIEAEA
S B 488 VB 6 1 TR & 414,673,000
T(CEE=FANA=ZTHIEAMA :
12,277,000 70) - HEWAFERZKH
KR8 & EH o b ﬁ%iﬁ%ﬁﬁ@%ﬁ%
i & 45,680,000 70 (= FE =4F N H

=T HIEAMA © 2,461,000%7T) > EE
T A T TR S A A B 38 K I8

BE-MEEEHHETFREESL
6,656,000 6 (ZEF = H=1HI
ANEA :11,753,000% 70) 0 R R R
ﬁ;ﬂf@ TET}\"

BB
BE_FZMEAA=ZTHIEAMRA >
A B 2 B AR B 3 495,903,000 TG
E B R OK TR BT e > DA ROH
1 81 B S = ) o

MoEENENA=Z+H > AEEZH
% 7 323,052,000 7T > B XA JE 1
#16,538,000% 7t » F B H A EL
BHESE -

M:%%MEﬁH:+H <4 L B
HE TSR AT B2 3R VR AR Ao 3 - B I
A - iﬂﬁﬁﬂﬁé&ﬁﬁ A7 ) 48 B T
F(E 4 £5158,887,000% TG °

Changes in Asset and Liability Irems BEHAGHEHZE
30 June 31 December
2004 2003
“RFIYLE ZERE A Change Percentage (%)
ARZ+TH +ZA=+—H ) [ipi a4
(US$°000) (US$°000) (US$°000)
(F%*1) (T-%#7T) (T-%#7T)
Current assets T E 94,012 89,098 4,914 5.5
Non-current assets I E) G 229,040 227,416 1,624 0.7
Total assets BEE 323,052 316,514 6,538 2.1
Current liabilities ) A i 22,514 22,684 (170) (0.7)
Non-current liabilities FRBALE 103,750 109,340 (5,590) (5.1)
Capital and reserves EA R fik i 196,788 184,490 12,298 6.7
Total equity and liabilities B A% S £ fif 4 4 323,052 316,514 6,538 2.1




At 30 June 2004, the drop in non-current liabilities was mainly a result of
the Group’s repayment of bank borrowings. The rise in capital and
reserves was mainly attributable to US$12,295,000 profit generated by

the Group during the period under review.

External Borrowings and Borrowing Structure

At 30 June 2004, the Group had interest bearing borrowings of
approximately US$116,826,000, comprising unsecured short-term bank
loans of approximately US$2,416,000 and secured bank loans of
approximately US$114,410,000.

The unsecured short-term bank loans are denominated in RMB, bearing
an average interest rate of 4.54% per annum. These unsecured short-term
bank loans consist of two revolving loans, each with principal amount of
RMB10,000,000 (equivalent to approximately US$1,208,000). The
secured bank loans are denominated in US dollars and bear an average

interest rate of LIBOR plus 0.986% per annum.

Maturity analysis of the Group’s bank loans as at 30 June 2004 is as

follows:

30 June 2004
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31 December 2003
P o sy sl =

(US$°000) Percentage (%) (US$°000) Percentage (%)

(F%#7) HA4k (F%#71) A4
Within one year 14E R 13,076 11.2 12,046 9.9
In the second year 5 2 4F 19,320 16.5 14,390 11.9
In the third to fifth BIEFESE 63,120 54.0 63,120 52.0

year inclusive (B ERME)

Over five years 54D E 21,310 18.3 31,830 26.2
Total it 116,826 100.0 121,386 100.0




Turnover Days/Liquidity Ratios and Gearing Ratios

As at 30 June 2004, the Group’s turnover period of trade payables days,
trade receivables days and inventory days were 29 days, 37 days and 82
days, respectively. The current ratio and quick ratio for the period
increased from 3.9 and 3.5 at the end of 2003 to 4.2 and 3.6. In addition,
the gearing ratio (i.e. bank borrowings over total assets ) and the debt to
equity ratio (i.e. bank borrowings over shareholders” equity) at 30 June
2004 were 36.2% and 59.4% respectively.

Employee and Remuneration Policy
As at 30 June 2004, the Group had approximately 660 full-time

employees with payroll in total of the amount of approximately
US$1,929,000. The Group recognises the importance of human
resources to its success. Remuneration is offered at a competitive
standard. Other benefits provided by the Group to its employees include
mandatory provident fund, insurance and performance related

commission.

Foreign Exchange Exposure

Except for the purchases of machinery and equipment from European
countries in EUROs and the US dollars loans borrowed from financial
institutions, the Group does not use currency other than RMB in its daily
operations. The Directors consider that the Group has limited foreign

exchange exposure.

The austerity control measures implemented by the PRC government
during the first half of 2004 have achieved preliminary results. However,
difficulties of shortage in coal and electricity as well as poor transport will
remain in the near future. Structural adjustment of the cement industry
has been accelerated under the austerity control measures. Although the
market price will fluctuate in the near future, more importantly is that
such adjustments will bring enormous opportunity for mergers and
acquisition, allowing larger existing manufacturers to achieve rapid

expansion.
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Expansion of Production Capacity

With respect to production, as there is a huge demand for high-grade
cement in the market, the Group will maintain the proportion of high-
grade cement in its product portfolio and continue to strengthen its
production capacity in order to meet market needs. During the period
under review, 80% of the investment in the expansion of cement milling
was completed. Trial production commenced on 1 August 2004. After
formal production, the cement production capacity of the Group will
increase by approximately 30.0% to 3,700,000 tonnes per annum. As such,
the production capacity of the Group’s cement will increase in the second
half of the year. The planning and design of a second production line for
Jingyang Cement is still underway. The management is conducting a
comprehensive evaluation to determine the optimal time for its
construction. Meanwhile, the Group is also making every endeavour to
capture all opportunities brought about by the austerity control measures.
With the aim of increasing its market share and production capacity, the

Group is actively searching for acquisition targets.

Enhancement of Logistics Facilities

With respect to logistics facilities, as the Group’s production base is located at
the lower reaches of Great Yangtze Bridge (RILKHB) in Nanjing, the south
of Yangtze River in Zhenjiang City, Jiangsu Province, it has constructed two
deepwater shipping terminals of 30,000 tonnes and 5,000 tonnes. Leveraging
on low costs of water transport, the Group possesses competitive advantages
in its logistics services. In order to accommodate the increase in production
capabilities, the Group will start construction of an additional 30,000 tonnes
deepwater shipping terminal attached to the current terminal in 2005. The
new shipping terminal will provide 3,000,000 tonnes of additional capacity
of transportation. As such, the Group will be able to maintain its competitive

advantages in respect of logistics services.

Expansion of Marketing Network

With respect to marketing network, by consistently implementing a
market-oriented strategy, the Group has established five new offices during
the first half of 2004. Additional sales offices will be set up in the second
half of the year in order to lay a solid market foundation for the expansion
of production capabilities and to enhance its comprehensive services
offered to customers. Meanwhile, the Group will also plan to utilize its
international network to actively develop the overseas market, which will in
turn generate better returns for its shareholders. In addition, the Group will
continue to focus on its “behavioral differentiation” philosophy in its sales

service and improve the competitiveness of the Group.

In the second half of the year, the Group will continue to leverage on its
own strengths in technology and management, take proactive actions and
overcome unfavourable factors to capture opportunities, thus achieving

more returns for its shareholders.
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