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Significant Differences between IFRS and U.S. GAAP

Differences between IFRS and U.S. GAAP which have significant effects on the consolidated profits/ (loss) attributable to shareholders
and consolidated owners' equity of the Group are summarized as follows:

Consolidated profit/(loss) attributable to shareholders

{(Amounts in thousands except per share data)

2003
Year Ended December 31, US$

Note 2001RMB 2002 RMB 2003 RMB (note 2a)
AsstatedunderdPRS . ... .. . 541,713 83,369 (949,816)  (114,758)

U.S. GAAP adjustments:
A Reversal of difference in depreciation charges

arising from revaluation of fixed assets (a) 94,140 20,370 63,895 7,720
Reversal of revaluation deficit of fixed assets (@) — 171,753 - —
Gain/loss) on disposal of aircraft and related assets ............ (b) 5,791 (26,046) (10,083) (1,.218)
e (@ (11,295) 23,767 6,860 829
Deferred tax effect on U.S. GAAP adjustments. . ............... (d) (155,877) (28,477 (9,101) (1,100)
AsstatedunderUS GaAR . . 474,472 247,736 (892,245)  (108,527)
Basic and fully diluted earnings/(loss)

pershareunderUS. GAAR . .. . . L RMB0.097 RMB0.051 (RMBO0.185) (US$0.022)
Basic and fully diluted earnings/(loss) per

American Depository Share (“ADS”) under U.S. GAAP . ... .. .. RMB9.75 RMB5.09 (RMB18.46) (US$2.23)
Consolidated owners’ equity
(Amounts in thousands)

December 31, 2003
2002 2003 uss
Note RMB RMB (note 2a)
Asstatedupder [FRS - 0 00 7,379,103 6,382,151 771,099
U.S. GAAP adjustments:
Reversal of net revaluation surplus of fixed assets ........... {a) (908,873) (908,873) (109,811)
¥ Reversal of difference in depreciation charges and

accumulated depreciation and loss on disposals.

arising from the revaluation of fixed assets .............. (a), (b) 637,423 691,235 83,516
Gthers 00 L (© 29,111 35,971 4,346
Deferred tax effect on U.S. GAAP adjustments ............. (d) 20,844 9,225 1115
Asstatedunder US. GAAP .. ... ... . . 7,157,608 6,209,709 750,264

Notes:

(a) Revaluation of fixed assets

Under IFRS, fixed assets of the Group are initially recorded at cost and are subsequently restated at revalued amounts less accumulated depreciation.
Fixed assets of the Group were revalued as of June 30, 1996 as part of the restructuring of the Group for the purpose of listing. In addition, as of
December 31, 2002, a revaluation of the Group's aircraft and engines was carried out and difference between the valuation and carrying amount was
recognized. Under U.S. GAAP, the revaluation surplus or deficit and the related difference in depreciation are reversed since fixed assets are required to
be stated at cost.

Profit margin (Net income/Net sales) v!\/
Return on equity (Net income/ Average total owners’ equity) V/

7. The following excerpts were taken from the notes to consolidated financial
statements in the 2006 annual report of the Novartis Group, the Swiss pharma-
ceutical company:




