
CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock code: 1138)

ANNUAL RESULTS FOR THE YEAR ENDED 31 DECEMBER 2004

The board (the “Board”) of directors (the “Directors”) of China Shipping Development
Company Limited (the “Company”) is pleased to announce the annual results of the
Company and its subsidiaries (the “Group”) for the year ended 31 December 2004 (the
“Reporting Period”), together with the comparative figures for the year ended 31 December
2003. The Group’s annual results have been audited by the Company’s international auditors,
Ernst & Young (certified public accountants in Hong Kong).

I. PRINCIPAL FINANCIAL DATA AND STATISTICS HIGHLIGHTS

The annual results of the Group for the Reporting Period have been audited by Ernst &
Young as compared with those for the year ended 31 December 2003, are as follows:
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(1) Consolidated income statement (note 1)

For the year ended
31 December
2004 2003

(RMB’000) (RMB’000)

Items
Turnover (note 2) 6,135,984 4,885,495
Operating costs (3,764,391) (3,423,495)

Gross profit 2,371,593 1,462,000
Other revenue and gains (note 3) 118,791 130,600
Administrative expenses (226,830) (231,818)
Other operating expenses (58,885) (107,012)

Profit from operating activities (note 4) 2,204,669 1,253,770
Finance costs (100,533) (95,689)
Share of profits of jointly-controlled entities 50,155 20,751
Profit before tax 2,154,291 1,178,832
Tax (note 5) (308,674) (154,529)

Profit before minority interests 1,845,617 1,024,303
Minority interests (1,090) (663)

Net profit from ordinary activities attributable to
shareholders 1,844,527 1,023,640

Transfer to reserves (note 6) 388,826 200,236
Dividend (note 7) 498,900 498,900
Earnings per share (note 8) RMB0.5546 RMB0.3078

Notes:

1. Basis of presentation

These financial statements have been prepared in accordance with the Hong Kong Financial Reporting

Standards (“HKFRSs”) (which also include Statements of Standard Accounting Practice and

Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”)

and accounting principles generally accepted in Hong Kong (collectively referred to as “HK GAAP”)

and the disclosure requirements of the Hong Kong Companies Ordinance.

2. Turnover

Turnover represents gross revenue arising from shipping operations, net of business taxes and

surtaxes. Business taxes and surtaxes charged on the income statements for the year ended 31

December 2004 amounted to RMB136,719,000 (2003: RMB112,626,000).

3. Other revenue and gains

Other revenue and gains mainly represent revenue of RMB66,244,000 arising from leasing of vessels,

revenue of RMB13,701,000 arising from management of vessels, net loss on foreign exchange of

RMB9,995,000 and net gains on disposal of vessels of RMB35,388,000 during the financial year.
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4. Profit from operating activities

The profit of the Group from operations has been arrived at after charging of the following
depreciation and amortisation expenses:

RMB’000
2004 2003

Depreciation:
Owned fixed assets 731,819 729,140
Finance leased fixed assets 20,951 20,951

Amortisation of deferred staff expenditure 12,784 12,784

5. Tax

Tax includes the tax of the Group and that of the jointly-controlled entities.

Effective from 1 January 1998, assessable profits earned by the Company in the People’s Republic
of China (“PRC”) are calculated in accordance with PRC tax regulations and subject to an income tax
rate of 15%.

No Hong Kong profits tax has been provided as no assessable profits were earned in or derived from
Hong Kong during the Reporting Period (2003: Nil).

Assessable profit earned by the Group in countries other than the PRC is subject to the applicable tax
rate of the countries where its business is operated.

Tax for the year included deferred taxation of RMB3,409,000 (2003: RMB17,451,000).

6. Transfer to reserves

In accordance with the PRC regulations and the articles of association of the Company, its
subsidiaries and its jointly-controlled entities (collectively the “Entities”), the Entities are required
to allocate 10% of their profit after tax, as determined in accordance with the PRC accounting
standards and regulations applicable to the Entities, to the statutory surplus reserve (the “SSR”) until
such reserve reaches 50% of the registered capital of the Entities. As a result, RMB195,846,000 was
transferred to the SSR for the year ended 31 December 2004. Subject to certain restrictions set out
in the PRC Company Law and the respective articles of association of the Entities, part of the SSR
may be converted to increase the Entities’ share capital.

In accordance with the PRC Company Law, the Entities are required to transfer 5% to 10% of their
profit after tax, as determined in accordance with PRC accounting standards and regulations
applicable to the Entities, to the statutory public welfare fund (the “PWF”), which is a non-
distributable reserve other than in the event of the liquidation of the Entities. For the year,
RMB192,980,000 was transferred to the PWF. The PWF must be used for capital expenditure on staff
welfare facilities and these facilities remain as properties of the Entities.

7. Dividend

The Board recommends a dividend of RMB498,900,000 (RMB0.15 per share) in respect of the year
ended 31 December 2004. This proposal is subject to the approval of the shareholders of the Company
at the Company’s annual general meeting for 2004.

8. Earnings per share

The calculation of earnings per share is based on the net profit from ordinary activities attributable
to shareholders for the year ended 31 December 2004 of RMB1,844,527,000 (2003:
RMB1,023,640,000) and 3,326,000,000 shares in issue during the year (2003: 3,326,000,000 shares).
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(2) The differences in financial statements prepared under the PRC accounting
standards (“PRC Accounting Standards”) and HK GAAP

For the year ended
31 December
2004 2003

RMB’000 RMB’000

Net profit prepared under the PRC Accounting Standards 1,892,074 982,049
Differences derived from adjustments for depreciation,

gain on disposal of vessels, deferred staff expenditure
and other differences (47,547) 41,591

Net profit from ordinary activities attributable to
shareholders prepared under the HK GAAP 1,844,527 1,023,640

As at 31 December
2004 2003

RMB’000 RMB’000

Shareholders’ equity prepared under the PRC Accounting
Standards 8,524,297 7,131,158

Revaluation surplus, depreciation, gain on disposal of
vessels, deferred staff expenditure and other differences 134,783 182,437

Shareholders’ equity prepared under the HK GAAP 8,659,080 7,313,595

II. CHANGES OF SHARE CAPITAL STRUCTURE AND MAJOR
SHAREHOLDERS

(1) Changes in the share capital of the Company

There has been no change in the share capital of the Company during the year. The
Company has issued a total amount of 3,326,000,000 shares, including 1,680,000,000
State-owned legal person shares, 1,296,000,000 H shares and 350,000,000 A shares.

(2) Information of shareholders

As at 31 December 2004, the total number of shareholders of the Company is 33,602,
of which 640 were holders of H shares.
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The top 10 shareholders of the Company (unit: share)

Name of shareholders

Increase/
(decrase)

during
2004

Number of
shares held

at the end of
2004

Percentage
of the total

issued share
capital (%) Class

Number
of Shares

pledged or
locked up

Type of
shareholders

(state or foreign
shareholders)

China Shipping (Group) Company
(the “Group Company”)

01,680,000,000 50.51 unlisted 0 State-owned
legal person

shares
HKSCC Nominees Limited +5,506,1991,275,834,497 38.36 listed unknown H shares

China Bank-Fortis Haitong Income -
Securities Investment Fund

+14,650,985 21,319,436 0.64 listed unknown A shares

China Everbright Bank Co., Ltd. Jutian
Infrastructure Sector Securities
Investment Fund

+16,915,479 16,915,479 0.51 listed unknown A shares

China Merchants Bank Shareholders Co.,
Ltd. - CITIC Classic Allocation Fund

+16,025,523 16,025,523 0.48 listed unknown A shares

China Industrial and Commercial Bank-
Tian Yuan Securities Investment Fund

+9,073,210 9,073,210 0.27 listed unknown A shares

China Bank-Hua Xia Securities
Investment Fund

- 4,723,615 7,979,606 0.24 listed unknown A shares

Xin Hua Securities Investment Fund - 7,194,981 7,940,700 0.24 listed unknown A shares

The Bank of Communication -
Efund 50 Index Fund

+7,937,687 7,937,687 0.24 listed unknown A shares

China Bank-Zhao Shang Pioneering
Securities Investment Fund

+7,733,960 7,733,960 0.23 listed unknown A shares

Description of the relationship amongst the top ten shareholders:

There are no relationships between the first largest shareholder and the second to tenth
largest shareholders. However, it cannot be confirmed as to whether there are any such
relationships or whether they are acting in concert amongst the second to tenth largest
shareholders.
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III. INFORMATION OF DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT OF THE COMPANY

(1) Information of Directors, supervisors and senior management of the Company

Basic information

Name Position Sex Age Term of office

Li Shaode Chairman Male 54 13 April 2004 —
27 May 2006

Sun Zhitang Director Male 59 10 June 2004 —
27 May 2006

Wang Daxiong Director Male 44 28 May 2003 —
27 May 2006

Wang Kunhe Director, Vice General
manager

Male 56 17 August 2004 —
27 May 2006

Yao Zuozhi Director Male 58 28 May 2003 —
27 May 2006

Xie Rong Independent non-
executive Director

Male 52 28 May 2003 —
27 May 2006

Hu Honggao Independent non-
executive Director

Male 50 28 May 2003 —
27 May 2006

Zhou Zhanqun Independent non-
executive Director

Male 62 28 May 2003 —
27 May 2006

Kou Laiqi Chairman of the
Supervisory Committee

Male 54 28 May 2003 —
27 May 2006

Zhang Rongbiao Supervisor Male 43 28 May 2003 —
27 May 2006

Mao Shijia General Manager Male 54 25 November 2004 —
31 December 2006

Wang Kangtian Chief Financial Officer Male 39 22 January 2001 —
31 December 2006

Yao Qiaohong Company Secretary Female 35 25 March 2003 —
31 December 2006

None of the above Directors, supervisors and senior management personnel of the
Company held any shares in the Company as at 1 January 2004 and 31 December 2004,
respectively.
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(2) Positions held by the Directors and supervisors in the Company’s shareholders

Name

Name of the
Company’s
shareholders Position Term of office

Any
remuneration

or
allowance

(Yes or No)

Li Shaode Group Company Party secretary February 2003-present No
Vice president June 1997-present

Sun Zhitang Group Company Vice president June 1997-present No
Wang Daxiong Group Company Vice president February 2001-

present
No

Kou Laiqi Group Company Committee
secretary

December 1997-
present

No

Zhang Rongbiao Group Company General manager
of supervision &
audit department

August 1998-present No

(3) Positions held by the Directors and supervisors in other offices

Name

Name of the
Company’s
shareholders Position

Any
remuneration
or allowance

(Yes or No)

Yao Zuozhi Guangzhou Maritime
(Group) Company
Limited

General Manager No

Xie Rong Shanghai State
Accounting College

Assistant Dean Yes

Hu Honggao Fudan University,
Faculty of Law

Assistant Dean Yes

Zhou Zhanqun Shanghai Shipping
Transport Science
Research Institute

Research Analyst Yes
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(4) Remuneration of Directors, supervisors and senior management

Unit:RMB’000

Total remuneration for the year 4,649
Remuneration paid to the 3 highest paid Directors 2,037
Remuneration paid to the 3 highest paid senior management personnel 1,720
Allowance paid to independent Directors 150
Other benefits provided to independent Directors —

Remuneration in the following bands
Number of

persons

RMB500,000-700,000 4
RMB300,000-500,000 4
Below RMB300,000 5

IV. REPORT OF BOARD

(I) Management discussion and analysis on principal operating results of the
Company during the Reporting Period

1. Scope of the principal businesses of the Group and its operating conditions

The principal activities of the Group include cargo shipping. Cargo shipping
mainly consists of the shipment of oil and dry bulk cargoes (primarily coal) along
the coast of the PRC.

In 2004, the growth rate of the global economy was 5 per cent due to the further
economic recovery, which has correspondingly led to the increase in demand for
energy and shipping capacity. The international shipping market remained robust
and the freight rate index kept increasing. On the other hand, the PRC domestic
economy sustained a steady improvement in 2004. The GDP growth rate for 2004
was 9.5 per cent as compared with 2003. The demand for oil and coal shipping in
the domestic shipping market was strong, and the shipping capacity was short in
supply. The Group took advantage of the favourable opportunity of the steady
improvement in both international and domestic shipping market. By making
readjustment to its operation strategies and shipping capacity, and by spending
substantial efforts in controlling its operating costs, the Group made further
improvement in its operating profit. The growth of the operating results of the
Group continued to be strong. During the Reporting Period, the volume of cargo
undertaken by the Group was 113,340,000 tons, and the shipping volume was 115.9
billion tonne-nautical miles, increasing by 7% and 13% respectively as compared
with the same period of last year. The total revenue derived from shipment was
RMB6.14 billion (after operation tax and supplementary duty, the same in the
following), and the net profit was RMB1.84 billion, increasing by 26% and 80%
respectively as compared with the same period of last year.
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2. Analysis of the principal operations

An analysis of the principal operations in terms of products transported (Unit:
RMB’000):

Description Turnover
Operating

costs

Gross
profit

margin

Increase/
(decrease) in

turnover as
compared with

the same
period of last

year

Increase/
(decrease) in

operating costs
as compared

with the
same period
of last year

Increase/
(decrease) in

gross profit
margin as

compared with
the same

period of last
year

(%) (%) (%) (%)

Oil transportation 3,673,786 2,323,039 37% 13% 7% 13%

Coal transportation 1,720,253 1,107,664 36% 61% 34% 59%

Others 741,945 333,688 55% 28% (21%) 100%

Total 6,135,984 3,764,391 39% 26% 10% 30%

An analysis of the principal operations in terms of geographical regions (Unit:
RMB’000):

Regions Turnover

Proportion
of turnover

from
principal

operations Profit

Proportion
of profit

from
principal
operation

(%) (%)

Domestic transportation 3,733,349 61% 1,389,895 59%
International transportation 2,402,635 39% 981,698 41%

(1) Oil Transportation

Oil transportation has been one of the Group’s core businesses and will be the
focus for further development. In 2004, the global demand for oil kept on
increasing significantly, and the overall oil shipping market was favorable to
the operation of the Group. During the Reporting Period, the volume of oil
shipped by the Group was 53.01 billion tonne-nautical miles, and the revenue
derived from oil shipment was RMB 3.67 billion, increased by 6.4 per cent and
13.4 per cent respectively as compared with 2003.

In 2004, the volume of crude oil imported by China increased significantly
due to the fast growth in the economy of China. For shipping oil products in
the PRC, the significant increase in the imported crude oil drove upward the
transshipment of imported crude oil along the domestic coast in the PRC. The
Group made use of increasing opportunities arising from transshipment of
imported oil. By fully leveraging on the advantages of cross-shipment within
and outside the PRC, the Group improved the shipping efficiency, and
minimised the adverse impact led by the commencement of Ningbo-Shanghai-
Nanjing oil pipeline. In 2004, the shipping volume of transshipped crude oil
carried by the Group was 4.37 billion tonne-nautical miles, and the revenue
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arising from transshipment business of imported crude oil was RMB 770
million, increasing by 4.7 per cent and 4.4 per cent respectively as compared
with 2003. The shipping volume of offshore crude oil in the PRC kept on
increasing due to the opening of the new oil fields in Bo Hai Bay. The Group
enhanced communication with China National Offshore Oil Corp (“CNOOC”)
and made full use of its superiority on shipping capacity, so as to stabilize its
share in the offshore crude oil shipping market. In 2004, the Group achieved
a shipping volume of 9.67 billion tonne nautical miles of offshore oil, and also
achieved a revenue of RMB910 million derived from such shipping business,
increasing by 19.2 per cent and 27.9 per cent, respectively, as compared with
2003.

The Group’s revenue from the shipment of foreign trade oil increased due to
improved market analysis and corresponding measures taken by the Group. In
2004, the oil supply was sufficient and the freight rates remained at high level.
The Group took advantage of such favourable opportunity, and actively
explored the foreign trade oil shipping market. In 2004, with several new oil
tankers coming into operation, the Group focused on preparation of the
shipping routes for the new oil tankers. By making active exploration of the
market of import and export oil shipment and third country shipment, the
Group improved its operating efficiency. In 2004, the Group achieved a
shipping volume of 35.67 billion tonne-nautical miles, and also achieved a
revenue of RMB1.72 billion increasing by 9.8 per cent and 25.6 per cent
respectively as compared with 2003.

(2) Dry Bulk Cargo Transportation

The dry bulk cargoes shipped by the Group mainly consist of coal, as well as
ores, fertilisers, grain and other large volume bulk cargoes. In 2004, due to the
short supply of electricity in the PRC, the demand for both thermal coal and
shipping capacity kept on increasing significantly, which in turn drove upward
the increasing of freight rate. The Group made active adjustment on the
allocation of its shipping capacity according to the cargoes supply, and raised
the freight rate of coal along the domestic coast. In addition, the Group
enhanced the communication with the cargo owners and port authorities, so as
to improve its shipping efficiency. In 2004, the Group achieved a total
shipping volume of coal of 43.25 billion tonne-nautical miles, and achieved a
revenue of RMB1.72 billion derived from such shipment business, increasing
by 34.9 per cent and 61.2 per cent respectively as compared with 2003.

During the Reporting Period, both domestic and international bulk shipping
market kept on improving. Both the Baltic Dry Bulk Freight Index (the “BDI”)
and the PRC coastal bulk freight index remained at high level. By fully
leveraging on the advantages of cross-shipment within and outside the PRC,
the Company arranged various domestic bulk carriers to undertake the
international shipping business for the higher freight rate. As a result, the
Group achieved satisfactory operating results in dry bulk shipment. In 2004,
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the Group achieved a total shipping volume of dry bulk cargo of 19.68 billion
tonne nautical miles, representing a decrease of 5.1 per cent as compared with
2003 and achieved a total revenue of RMB0.74 billion from such dry bulk
shipment, representing an increase of 28.2 per cent as compared with 2003.

(II) Financial analysis

In 2004, the Group made some effective measures to increase its major operating
revenue; on the other hand, the Group continued to implement its overall control on the
operating costs. In 2004, the total operating costs of the Group was RMB3.76 billion,
representing an increase of 10 per cent as compared with 2003, far lower than the
growth rate of operating revenue of 26 per cent.

Since the beginning of 2004, with the recovery of the world economy, the demand for
oil further increased. Meanwhile, the unstable situation in the Middle East, and the
decision made by Organization of the Petroleum Exporting Countries for decreasing oil
output, led to the high level in international crude oil price.

As part of the countermeasures against the significant increase in fuel prices, the Group
strengthened its evaluation of the vessels in respect of their full-saving performance. On
the other hand, more efforts were put into the renovation and application of
energy-saving technologies to its vessels. The Group also carefully increased the
proportion of fuel oil used, and would choose ports with lower fuel prices for filling (as
appropriate) based on the routes of the vessels. In 2004, the fuel cost of the Group was
RMB 1.26 billion, representing an increase of 17.5 per cent as compared with 2003, and
accounting for 33.4 per cent of the total operating costs of the Group. In addition, the
Group also made effective measures to successfully control the increased rate of port
charges, maintenance costs and other major operating costs.

a. Net cash inflow

During the Reporting Period, the net cash inflow from operating activities of the
Group increased from RMB1,880,940,000 for the corresponding period in 2003
year to RMB2,792,883,000, representing an increase of 48.5%. The increase of net
cash inflows was mainly due to the increase in principal operations and favourable
condition in respect of recovery of funds.

b. Commitments on capital expenditures

As at 31 December 2004, the commitments on capital expenditures for the Group
amounted to RMB4,381,222,000 (31 December 2003: RMB4,006,262,000). The
source of funding was mainly financed by the Company’s working capital and bank
loans.

c. Capital structure

As at 31 December 2004, the shareholders’ equity, bank loans, other interest-
bearing borrowings and finance leases payable amounted to RMB8,659,080,000,
RMB2,122,322,000 and RMB120,049,000 respectively. As at 31 December 2004,
the debt-to-equity ratio was 34% (31 December 2003: 33%).
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The Board considers that the Group’s debt-to-equity ratio is maintained at a
reasonable level. There is still room for debt financing with regard to the Group’s
further development in the future.

d. Borrowings

As at 31 December 2004, the Group’s total borrowing (excluding finance leases
payable) was RMB2,122,322,000, all of which was bank loans. Borrowings
repayable within one year amounted to RMB294,455,000. Among the bank loans,
RMB627,495,000 were guaranteed by the Group Company, the controlling
shareholder of the Company. Other bank loans amounting to RMB1,080,927,300
were pledged by 36 vessels owned by the Company. As at 31 December 2004, the
total net book value of such vessels were RMB2,692,262,000. Interests of the
above loans were calculated at the annual rate of 6.12%, 5.76%, 5.508% or 5.184%.
The Group’s gearing ratio was 25.4%, calculated by dividing total liabilities over
total assets of the Group.

e. Risk on foreign currency

As at 31 December 2004, the Group’s foreign exchange liabilities mainly
comprised of finance lease rental payable in EURO dollars equivalent to
approximately RMB120,049,000. In addition, the Company would pay dividend of
H shares in Hong Kong dollars.

The Group’s revenue from foreign shipment is denominated and translated into US
dollars. Currently, the currency level of RMB remains stable. The Group expected
that there is no significant exposure on foreign currency, but it cannot be assured
operating results in future will not be affected.

(3) Major suppliers and customers of the Group

Unit: RMB’000
Purchase from the top five suppliers 1,533,616 Percentage to total

purchases
51%

Sales to the top five customers 1,104,843 Percentage to total sales 18%

The largest supplier is a jointly-controlled entity of the Group Company, and accounted
for 31% (2003: 30%) of the Group’s total purchases in that year. Another four
subsidiaries of the Group Company constituted the remaining four largest suppliers.

Except as mentioned above, as at 31 December 2004, none of the Directors, supervisors,
their associates or any shareholder, which to the best knowledge of the Directors and
supervisors owned 5% or more of the Company’s shares, had any beneficial interests in
any of the major suppliers or customers noted above.
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(4) Prospects

In 2005, it was expected that the world economy would keep on growing, and the
international shipping market would remain at high level. The Directors expect that
China’s domestic economy will continue to grow at a high speed, and the demand for
oil, coal, ore, other energy goods and dry bulk cargoes will be strong. Thus, the
domestic and foreign trade shipping volume will be increasing steadily. Especially, the
coastal market demand for coal will exceed supply, with the shipping capacity falling
short. This in turn will create favourable conditions for the Company in maintaining its
advantages in terms of coastal transportation and a healthy development of the
Company. However, following the increasing market competition of domestic coastal
shipping, the Company will have to monitor closely the impact of uncertain factors such
as the changes in the shipping market, the macro policies, the relevant PRC laws and
regulations and the fluctuation of oil price.

The domestic demand for oil has increased significantly due to the continuous
improvement in the PRC economy. It is estimated that the annual volume of imported
crude oil will keep on growing and the transshipment oil supply will be further
increased. The ocean oil output will be stable with room for further improvement,
thereby creating conditions for the Company to further expand its ocean oil market. The
six new oil tankers which the Company contracted for the construction in 2003, will be
delivered into operation in 2005. It is estimated that the Company will increase its
tanker shipping capacity by 644,000 dead weight tons. In 2005, the Company will
continue to take advantage of its economy of scale, further enhance its cooperation with
major goods ship-owners, stabilize domestic trade supply and freight rate, explore
foreign trade shipping, make use of the favorable conditions brought about by the
commencement of operations of six new tankers during the year, and further stabilize
and expand its market share in terms of Far-east imported crude oil, product oil, and
third country shipping market.

The rapid growth of the PRC economy has driven up the market demand for dry bulk
shipping. The international dry bulk market has been growing strongly since 2003.
Currently, the BDI reaches approximately 4,500 point. In 2005, with the further growth
in Chinese economy, the demand for thermal coal shipment is expected to remain strong,
and the freight rate of thermal coal shipment along domestic coast of the PRC will
increase steadily. The current market situation provides a favorable foundation for the
Group to achieve better operating results in 2005. In the coal and other dry bulk
shipping market, the Group will continue to focus on the shipping of domestically
coastal coal, fully utilize the regulating effect of domestic and foreign trade shipping
capacity, make scientific review of shipping lines, accelerate the circulation of ships,
actively explore different forms of cooperation, and make much efforts to further
stabilise and enhance its market share. The six new bulk carriers which the Company
contracted for the construction in 2002 and 2003, will be delivered into operation in
2005. It is expected that the bulk shipping capacity will increase by 342,000 tons for
2005. As a result, the Group will further increase its operating revenue and its market
share in the domestic coal and dry bulk cargo shipping market.
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In 2005, the Group will insist on the operating strategy of “focusing on coastal shipment
and expanding ocean transportation”. The Group will, through the execution of
contracts of affreightment with its major customers, make best efforts to further
stabilize and enhance its market share. It will keep close attention to the variation of
fuel price, and adopt various measures such as control over fuel prices and energy
saving of vessels in order to control cost. In addition, the Group will take various active
measures to decrease its operating costs, such as maintenance costs, management
expenses and port charges, so as to fulfil the target for 2005 as set by the Board.

(5) The Board’s proposal of the profit appropriation or transfer of capital reserve
fund

The Company achieved a net profit of RMB1,896,378,000 for 2004 calculated under the
PRC Accounting Standards, of which 10% will be transferred to the statutory surplus
reserve and 10% to the statutory public welfare fund. According to the relevant
regulations, reserve available for distribution to the shareholders of the Company is the
lower amount determined under the PRC Accounting Standards and HKGAAP.

The Board recommends that a dividend of RMB0.15 per share for 2004 shall be
distributed to all the shareholders on the basis of the share capital of 3.326 billion
shares. The aggregate amount of dividend to be distributed is RMB498,900,000.

The Board does not recommend to transfer any reserves to increase the share capital of
the Company.

(6) Analysis of effect for material changes in operating conditions, strategic policies,
laws and relevant regulations incurred in the Group’s financial situations and
operating results

The changes in the global economic conditions greatly affect the demand for and supply
of oil. Since the beginning of 2003, the price of fuel oil has kept on increasing. The
Group is fully aware of the price movement of fuel oil and will take the necessary
measures to control the cost of fuel oil.

V. SIGNIFICANT EVENTS

(1) Purchase, sale or redemption of the Company’s listed securities

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any
of its listed securities during Reporting Period.

(2) Compliance with the code of best practice

The directors have established an audit committee (the “Audit Committee”) to review
and supervise the Company’s financial reporting process and internal controls pursuant
to paragraph 14 of the code of best practice (the “Code of Best Practice”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). The Directors confirmed that the Company has complied with the
Code of Best Practice during the Reporting Period.
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(3) Audit Committee

In compliance with Rule 3.21 of the Listing Rules, the Company has established an audit
committee to review the financial reporting procedures and internal control and
provides guidance thereto. The audit committee of the Company comprises 3
independent non-executive directors of the Company. The Audit Committee has
reviewed the annual results of the Company for the Relevant Period.

(4) Shareholdings of Substantial Shareholders

As at 31 December 2004, the following persons held 5 per cent or more interests in the
relevant class of shares of the Company as recorded in the register required to be kept
under Section 336 of the Securities and Futures Ordinance (“SFO”):

Name of shareholders
Class of

shares
Number of

shares

Percentage of
total Number

of the relevant
class shares

Percentage of
total number

of issued
shares

China Shipping (Group)
Company

domestic
shares

1,680,000,000 82.76% 50.51%

HSBC Asset Management
(Hong Kong) Limited

H shares 122,496,000
(long position)

9.45% 3.68%

Save as disclosed above, the register required to be kept under Section 336 of the SFO
showed that the Company had not been notified of any interests or short positions in the
shares or underlying shares of the Company as at 31 December 2004.

(5) Interests of directors and supervisors in the share capital of the Company

During the Reporting Period, none of the directors, supervisors, chief executives of the
Company or their associates had any interests or short positions in the shares,
underlying shares or debentures of the Company and its associated corporations (within
the meaning of Section XV of the SFO) as recorded in the register required to be kept
under Section 352 of the SFO, or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies. None of directors, supervisors, chief executives of the Company or their
associates had been granted or had exercised any such rights during the Reporting
Period.

(6) Designated Deposit and Due Fixed Deposit

As at 31 December 2004, the Group had no designated deposits that are placed with
financial institutions in the PRC. All of the Group’s cash deposits are placed with
commercial banks in the PRC and are in compliance with relevant laws and regulations.
The Group had not experienced any incidents of not being able to withdraw bank
deposits when due.
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(7) Employees

As at 31 December 2004, the Company had 5,572 employees. Adjustment of employee
remuneration are calculated in accordance with the Company’s turnover and
profitability and is determined by assessing the correlation between the total salary paid
and the economic efficiency of the enterprise. Under this mechanism, management of
employees remuneration will be more efficient while employees will be motivated to
work hard to bring encouraging results of the Company. Save from the remuneration
disclosed above, the Company does not maintain any share option scheme for its
employees and the employees do not enjoy any bonus. The Company regularly provides
for its administrative personnel training on various subjects, including operation
management, foreign languages, computer skills, industry know-how and policies and
laws, in different forms, such as seminars, site visits and study tours.

(8) Employee housing

According to the relevant local laws and regulations, the Group and its employees are
required to contribute their respective contributions to an accommodation fund
according to a certain percentage of the salaries and wages of the employees. There are
no other significant obligations beyond the contributions to the said fund. The Company
provided staff quarters to selective employees and according to a housing reform
scheme in Shanghai, arrangements were made to transfer the staff quarters to employees
who agreed to remain in service for a period of 10 years. For 2002, nearly all of the staff
quarters have been transferred to employees on the above basis. The net book value of
staff quarters has been reclassified as deferred staff expenditure and is amortised on a
straight-line basis over 10 years, which approximates the expected service period of the
relevant employees.

(9) Publication on the website of the Stock Exchange

This results announcement is published on the website of the Stock Exchange
(www.hkex.com.hk) in due course.

By order of the Board
Li Shaode
Chairman

1 March 2005
Shanghai, the PRC

* As at the date of this announcement, the Board of Directors of the Company is comprised of Mr. Li Shaode,

Mr. Sun Zhitang, Mr. Mao Shijia, Mr. Wang Daxiong, Mr. Mao Shijia, Mr. Yao Zuozhi and Mr. Wang Kunhe

as executive directors, Mr. Xie Rong, Mr. Hu Honggao and Mr. Zhou Zhanqun as independent non-executive

directors.

Please also refer to the published version of this announcement in The Standard.
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