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Relying on the group and serving the group, optimizing financial service so as tc mal
contributions to the new round of development of Shanghai auto industry
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Brief Introduction

SAICFC /1998 Annuol Repor?

Shanghai Auvtomotive Group Finance Co., Lid.
(hereinafter referred to as SAICFC or "the company"),
appreved by the People's Bank of China (PBOC) and
established in May, 1994, is a non-bank financial institution
affilicted to Shanghai Automotive Industry Corporation
{group) (SAIC) SAICFC is an independent economic legal
entity with registered capital of RMB 600 million (including
USD 10 miliion as capital for foreign exchange business), of
which 92.96% is invested by SAIC and 7.04% by Shanghal

Automotive Industry Sales Corpotction.

General manager of the company is responsible for
the Boand of Directors. The company consists of nine
departments: Administration Dept., Human Rescurces
Dept ,Trecsury, Risk Mangement Dept | Auditing Dept.,
Credit Dept. International Dept,, Investment Banking
Dept., Settlement Dept. The company has 100

employees of which 70 are in the payroll. About

446% of the employees are under the age of 35 and
70% of the employees have seccondary university
or higher academic degreses.

The business scope of the company involves RMB financical services for SAIC group
members including deposits, loans, entrusted loans, buyer credit, entrusted investment,
finance lease, bills acceptance, discounts, dealing for bonds, underwriting or issuing of
enterprise bonds, interbank locms, and intemational services provided to group members
including foreign exchange deposits, foreign exchange loans, foreign exchange interbank
locms, foreign exchange borrowings. The company also provides with intermediary business
to group members including guaraniess, credit investigation etc.

The company operates strictly in accordance with regulations of PBOC cnd the Articles
of Assaciation approved by PBOC. The company follows the guideline of providing o wide
range of fincmcial services to - SAIC members, 1aising end accommodating funds for group
members, promoting economic growth and development of SAIC. The principle of the
company is that " relying on the group and providing services to the group; safety is in
the first place and service is above all." With respect to cur business performance for the
year, we recorded good operating results in our core business in 1998. By consistently
enhancing financial serving concept to all employees, enlarging service fields, strengthening
service functions, raising service quality, speeding funds tumover and raising efficiency of
fund-using, the company has made great contributions 1o Shanghai Automotive Industry cf
China since its foundation. By the end of 1998, total assets of the company are RME 133
billion and profits of the compeany are RMB 164 million. In terms of the economic returns, the

company is the best among all finance companies in China.



1928 Annual Repurﬁ/SAlch

SRARMK
==
B SREF
Mr.Zhu Genlin
Director,
General Manager,

Senicr Econornist



R R e S

E&tﬁ E&ﬂﬂnﬁl

R N N RN LN LR CE R

1998 FR LR FERAMSTRBAEL AL FBEXRN—F, LLERTELH . TRE®R, BRE
4, FEHER. RETRENZEVE. FMEFEFESERTHEIAIF. E19985K, LEEME
EHOZL (1 THRR), BFBECK 13327, LUFE 1642, BFRTASHRBRAMRRE
h.

HFER—FE, #EALRATEERARBTEAEARUEATEARRT - REENRET, AIM
ROV BEREE. AREAPEARROETHERNE. BLBKEE. NMRBLAE. IHRELLE
. BENEA#Y TREFEFLE, MAEENE. XHEALV”~2SATE0T X6HW: 42R

HARER RREHRTHERE XFLE-SIRSMFERTERER. AAREERIFEEARR, 7

ALYV EERFEVPRATEE.
10 WHR, BNBENARES BESETWV (£H) 2AsMPEARBITHESHXN, SEAL L
- 11 FEHRP . SSRELIHSERMHXORNZ/IAAN, i, RNERRLADTSER TRIHELHSE

1999 fF R Filgia & T EAo0LiB, DAYk KRB X

SHREE-—NEERAFRRHENSHMIE. M52 S



1998 Annual Repart/ S AVCFC

1998 was a year during which SAICFC continuously developed. All the employees worked together
as a team, overcame difficulties, strove arduously, went ghead with all their efforts cnd achieved
sound operating results and the economic figures ramked among the best in financial institutions. By
1998, our ccmpany's registered capital amounted to RMB 600 million (including USD 10 million), the
assets totaled RMB 13.3 billion and the profits amounted to RMB 164 million, which showed the actual
strength and latent potentialities of the company.

Last year the company was facing the consecutive twice cutting down of interest rates by PBOC
and the peck period of SAIC's investment that incurred large cash requirernents. Taking the advonitage
of affilicting to a big industry group, SAICFC effectively made use of the fincncial function entrusted
by PBCC. We made efforts on strengthening settflernent function for the purpose of speeding up cash
tumover to support manufachuring, operating and technical innovation of group enterprises. We put
emphasis on credit business cnd took measures to improve the business of buyer credit for the purpose
of increasing the market share of SAIC group products. We actively raised and daccommodated funds
by means of arranging syndicated loans to support SGM project, the No 1 project of Shanghai and
other key projects, which won high reputation among banking circles and group enterprises and
made contributions to the development of our group.

Of course, our achievements were closely associated with the leadership and the care of SAIC

emnd PBOC, with the help and the favor of the enterprises under SAIC and with the support of the othar

~a

financial institutions cnd all fields of the society, So we would like to extend our sincere thanks to all of
our friends cnd supporters on behalf of all the employees of the company.

1999 is a critical year for Shanghai qutomotive industry to grasp new opportunities, meet new
challenges, and make new achievernents. As the only financial institution of the group with a 5-year
history, SAICFC is keeping the principle of " relying on the group and serving the group”, the policy of *
safety is in the first place and service is above all' and the principle of "operating steadily in
. compHamce with relevant laws and regulations’. We'll keep on strengthening the functicns of financicl
: service, broadening financial service fields amd optimizing financial service so as to make contributions
- to the new round of development of Shanghai auto industry and to welcome the 50th cnniversary of
the People's Repubiic of China and the advent of the new century with the excellent achievements in
the consiruction of the Two Civilizations.
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Mr.Yu Zichong

Chairman,

Senior Accountant

Mr.Chen Zhongde Chief Supervisor,

Mr.Zhy Genlin

Mr.Qi Henghao

Mr.Xino Guopu

Mr.Zhu Keqing

Mr.Mo Guihong

Senior Econornist
Director,
General Manager,
Senior Economist
Director,
Senior Accountcmt
Director,

Senior Economist
Director,

Senior Econornist
Deputy General Manager,

Senicr Economist

Mr.Chen Yueming Deputy General Manager,

Ms.Zheng Deyi

Econocmist

Generdl Manager Assistant,

Senior Accountomt

Mr.Xin Dingkang Supervisor,

Mr.Li Aogi

Senior Econormist
Supervisor,

Economist

" tors sl o SAICFC.



Management Members

&
4m
=
a0

[

hREREEL
EEs

NRERSR

FHRTEW .
Meeting of the \ —E ;
Roaird of Directors r ¢ -

14
15
pNERERL
FHER

Seniol Mandgers
of the cornpany




i 4

L B

O rganizational Charts

B R I R S e e R S S e R T R R RS R SR S

1998 Annudl Report/ SAI CFC

LE LA

LR ]







Highlights
L EERR

B 2T ERRT

Unit:RMB hundred million De posif

150

a0

0
1994
BH LT FEEE
Unit:RMP hundred million
Total
Profits

1.8 |
1.15
10 [

02 |-

Balance

BHr: 7T

Unut:RMB hundred millicn

1997 1998

B 73

Uit RME hundred millica

1.82 4

1997

1998

L R R R R R R R R I S R E R ke R e R R R R R R R RN R EE R EEEEEEE

1998 Annval Rapoﬂ/SA'CFC



i8
19

| N

F

A<V MECL S
. Balghge, Sheet | [T,
= hikk
B ARTBTT
Unit:RMB in 10 thousand yuecm
]
1996 1997 1998
EF ........ ASSETS ......................................
NERHBITER CASH AND BANK DEPOSITS 10089 352 1893
FHR{TEFWEIE  DEPOSITS IN THE CENTRAL BANK 269834 517506 484616
AND FINANCIAL INSTITUTICNS
Eiigeik DUE FROM FINANCIAL INSTITUTIONS 71100 45501
BriieEr ACCOUNTS RECETVABLE 210 986 4028
FHIGER LOANS 708365 930494 793662
AR R AR & MINUS RESERVES FOR DOUBTFUL DEBTS (2952) (4039) {4759)
ERE ENTRUSTED INVESTMENT 41500 1000 :
s INVESTMENT 4000 2000
w1 7 A MINUS RISKS ON INVESRMENT 10 12 .
ERE INTANGIBLE ASSETS 398 338 336
BEAE DEFERRED ASSETS 190 30 .
& 3 i 7= FIXED ASSETS 103 444 514
Hitb 3 = OTHER ASSETS 14852 6918
#EFEEIT TOTAL ASSETS 1102827 1463953 1332709
———— D— |
il LIABILITIES
£ ITFE DEPOSITS 1063350 1413711 1249644
BAR> DUE TO FINANCIAL INSTITUTIONS = 5
H bR ER OTHER ACCOUNTS PAYABLE 1312 2393 70
K {713 PROFIT PAYABLE 3
Hhtats OTHER LIABILITIES 2747 3448
A&t TOTAL LIBILITIES 1062642 1418851 1253162
——= | ———
FARNE OWNER'S EQUITY
SR A CAPITAL 28424 28424 60000
WELR CAPITAL SURPLUS 498 1149 1611
BRAR RESERVES 1897 4101 7529
kS EFIE RETAINED EARNINGS 7346 11428 10407
[ ————
AMAAAERASH 1102827 1463953 1332709

TOTAL LIBILITIES AND OWNER'S EQUITY
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. Income Statement
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gﬂttﬁ},INCOME

i) 8 e 2 INTEREST INCOME

SR ESRBT A INCOME FROM FINANCIAL INSTITUTICNS

FHERIA COMMISSION INCOME
Wb sz EXPENSES

fEXH INTEREST EXPENSES

Eriib ERE L EXPENSES TO FINANCIAL INSTITUTIONS

ik A OPERATING EXPENSES

¥OFSRMM OPERATING TAX & SURCHARGES

LA OPERATING PROFIT
pilife a0 INVESTMENT INCOME

MR B TOTAL PROFITS

1998 Annual lhpnrl{SA‘CFc
Bfi: ARTAR
Unit:RMB in 10 thouscmd yucm
——
1996 1997 1998
66547 Q0455 65935
22581 494623 35645
41923 38888 27541
2043 1944 2749
T—_—
53083 68382 47197
50569 465998 44981

-]

2508 2384 2216
—
2265 4341 3236
e —
11199 17732 15502
339 518 852
_
115 18250 16354
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Auditing Report
No. HYHSBY9A L1006

Shanghai Automobile Group Financial Co.. Lid.

We were entrusted with the auditing of statement of assets and liabilities of
31st December 1998 and statement of profit and loss of 1998 of vour
company. Your company was responsible for these accounting statements
and our company was responsible for expressing auditing opinions on these
statements. Our auditing was proceeded according to the ~Standard for
independent auditing by Chinese registered accountant™. In the course of
audiling, based on actual conditions of vour company. we implemented
necessary auditing procedure including testing of accounting records. etc.

We believed that above stated accounting statements conformed to the
related provisions of the ~Standard regarding accounting for enterprise”™ and
“Accounting system for financial enterprise” and reflected justly and fairly
all important aspects of financial conditions on 3 1st December 1998 and
operating results and capital changes in 1998 of vour company and that the
selective use of accounting treatment methods followed the principle of
consisleney

Enclosures:

Statement of assets and liabilities of 31st December 1998 of Shanghai
Automobile Group Financial Co.. Ltd.

Stalement of profit and loss of 1998 of Shanghai Automobile Group
Finuneial Co.. Lid.

Shanghat Huvin Accounting Company  Chinese Registered Accountant
Address: |/372€8ral hapgsi Road.  Mao Shu Juan
‘ - Date: 17th January 1999
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Settlement Business

MEAVSARMBESHLRTHEE. B

LPRBESRIREHARGE P URELTRE.

PRMTEASEKREELE, BRit. EARRE

W BRIEH 909 BB M EASHTEARTER. WEASERFRATIAT

125750, IR T HSMEIETER, ANEETRERD, BET7THASHNFAE,

SAICFC is always keeping in good cooperation with commercial
bamks. SAICFC provides deor-to-door services for SAIC Sales Corporction
cmd other SAIC group memmbers. SAICFC actively develops setilernent
business of intemal money transfer. Stabistics suggest that about 90% of
cash flows are intermnally circulated through SAICFC ot present. At the
end of 1998, depcsit balance reached the amount of RMB 12.5 hillion,
which greatly speeded fund turnover and withdrawal from circulation
cnd therefore strengthens its fund ralsing ability and raises efficiency of

fund-using.
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: Credit Business
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Santanas by providing buyer credit for

purchasing preducts of SAIC group under

the condition that credit security means

are perfect to avoid credit risks through vorious measures. The newly advanced loans and

discounts are cccumulated to the amount of RME 5.2 billion, which plays very importcnt role
in the course of developing, manufacturing and sales of sedans, buses, heavy trucks, motorcars,
fractars cnd components of the group, especially malkes great contribution for Somtonas to reach

the market share of 48%
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. International Business
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Aiming at providing multi-purpose foreign exchange financial services to group members,
SAICFC makes great efforts t¢ obtain foreign exchange deposits from enterprises and adjusts cash
needs among group members to satisty foreign exchange working capital requirements by them.
The company makes rational use of the surplus of foreign exchange funds to help enterprises take
more profits from their foreign exchange assets under the condition of sadety and licuidity of funds.
We try hard to provide various foreign exchomge financial services to help enterprises reduce their
costs of raising cnd using funds. At the end of the yecar of 1998, foreign exchange assets reached the
scale of USD 110 million with deposit balance of USD 96 million. The foreign exchange guarantees

provided by the company for enterprises’ issuing of letter of credit amounted to USD 26 million.
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: Syndicated Loan
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The Shanghad General Motors (5GM) project is the new economic growth of Shanghai aute industry
over the century. As the largest Sino-US joint venture, the project was designated by Shangha Municipality
as No 1 project in Shemghai. With total investrment of USD 1521 million and registered capital of USD 700
million, the USD 821 millien gap is settled by syndicated loan involving 39 local and foreign financial
institutions with SAICFC and Citibemk N A as lead corangers. The syndication documents was approved
by State Administraticn of Foreign exchange (SAFE) on Aug 7, 1998 The low cost, limited recourse
project financing agreements were signed on Sept.11, 1928, On Nov.6, 1998, the RMB tranche of the

syndication led by SAICFC advanced the first lot of locms to SGM., The first Buick car of SGM came out

off the assembly line on Dec 17




: Managing Achievements
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SAICFC has been paying great attention to finomcial practice cnd
thecretical resecrch since its foundation. In 1994, the project of "Practice
and Achievement of SAICFC's Financicl Functions" won first class prize of *
excellent enterprise monagement achievement " cwarded by Shanghed
Economic Committee. In 1998, another project of " Operation and
Management of Financial Punctions of Enterprises' Finance Companies”
was awarded the second class prize of " innovation of enterprise
monagement modernization". The company established computer network
centered on IBM AS/400 and developed software of financial business
management with perfect functions, which effectively strengthened
business romagement cnd obviously promoted working efficiency At the
third plenary meeting of the Association of China Finance Compomy in
Cct. 1998, SAICFC was elected as vice chairmem unit cnd cheoirmem unit

of East China Branch.
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SAICFC consistently regards the construction of both spiritual and material civilization as an
important task to create geod image and continuous improvements of the company. The company
provides training opportunities for all employees for different business positions to upgrade their
knowledge and specific skill levels cnd {o promote quality of financial services The prize is awarded
te advanced individuals and donations are given to Hope School. Such activities help employees
with active working attitudes and cencepts of contributing to the society. A series of healthy and
civilized recreational activities like calligraphy cnd photo exhibition, football cnd bridge match are

organized by the company to enrich sparetime life of employees and to enhance team spirit



; Prospects for the Future
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While entering the new century, SAICFC, as the financial nstitution of SAIC
group, will endeavor 1o be a strictly regulated, steadily operated fincmcial institution

with good services and continuously improved assets quality tc make further

contributions o SAIC group economy during the course of new round of development
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