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Report of the Directors

OPERATIONS OF THE BOARD OF DIRECTORS

During the reporting period, the Board of Directors convened 11
meetings.

(1)  The 7th meeting of the third Board of Directors was held on
28 January 2002. At the meeting, Yuehua Certified Public
Accountants as the domestic auditor of the Company was
appointed; Mr. Xiang Yongchun, Mr. Zhou Baoyi and Mr.
Huang Ping, and Mr. Lu Ming Lin resigned from their
positions of directors;, Messrs Zhang Diaojun, Shi Yanping,
Qulin, Tang Xiaojiang and Li Pixue were additional
candidates for directors;, Mr. Huang Ping resigned from his
position of General Manager; Mr. Shi Yanping was
appointed as General Manager of the Company. Mr. Qulin
was appointed as Deputy General Manager and Mr. Li Pixue
was appointed as Chief Engineer.

(2)  The 8th meeting of the third Board of Directors was held on
15 March 2002. At the meeting, Mr. Shi Yanping was elected
as the chairman and the general manager of the Company.

(3)  The 9th meeting of the third Board of Directors was held on
27 March 2002. At the meeting, Mr. Liu Jie was elected as
Vice Chairman of the Company; the resignation tendered by
Mr. Shi Yanping from the position of General Manager was
accepted, and the appointment of Mr. Qu Liu as General
Manager and Messrs. Su Weiguo and Luo Hong as Deputy
General Manager of the Company was approved.

(4)  The 10th meeting of the third Board of Directors was held
on 18 April 2002. At the meeting, the profit appropriation
plan for the year 2001 was approved; the resolution
regarding the reappointment of Yuehua Certified Public
Accountants and Moores Rowland Certified Public
Accountants as domestic auditors and overseas auditors of
the Company was approved; the remuneration for
independent directors was approved; the appointment of Mr.
Liu Yongshun as Deputy General Manager and the
appointment of Mr. Wang Guohua as Chief Accountant were
approved.
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(1) OPERATIONS OF THE BOARD OF DIRECTORS
(Continued)
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Development

The 11th meeting of the third Board of Directors was held
on 24 April 2002. At the meeting, the disposal of 100%
equity interest in Shenyang Transformers Ltd. was
approved.

The 12th meeting of the third Board of Directors was held
on 26 April 2002. At the meeting, the 2002 first quarterly
report was approved.

The 13th meeting of the third Board of Directors was held
on 17 June 2002. At the meeting, the establishment of “ Self-
inspection Report on Corporate Modern Corporate System”;
the appointment of Mr. Tang Xiaojiang as the Deputy
General Manager; the appointment of Mr. Li Jinbiao as
Chief Engineer were approved.

The 14th meeting of the third Board of Directors was held
on 27 August 2002. At the meeting, the 2002 audited interim
report and the profit distribution plan were approved; the
report on resumption of listing its shares and the resolution
for resumption of listing its shares were approved.

The 15th meeting of the third Board of Directors was held
on 25 October 2002. At the meeting,the 2002 third quarterly
report was approved; the election of Mr. Qu Lin as the
Deputy Chairman and the appointment of Mr. Li Hongliang
as the Deputy General Manager were approved.

The 16th meeting of the third Board of Directors was held
on 10 November 2002. At the meeting, the disposal of 60%
equity interest in Shenyang Hua Kong Food &
Entertainment Ltd. was approved.

The 17th meeting of the third Board of Directors was held
on 25 December 2002. At the meeting, the acceptance of the
ruling by the Intermediate People’s Court of Shenyang,
Liaoning Province was approved. According to the ruling,
Guangzhou Laureland Property Co., Ltd. and Hong Kong
Deao Investment Ltd. should use assets owned by them to
set off the debt due to the Company.

Company Limited
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Report of the Directors

THE BOARD'sEXECUTION OF RESOLUTIONS OF
THE GENERAL MEETINGS

During the reporting period, the Board of Directors earnestly
implemented all resolutions of the General Meeting of
Shareholders and timely fulfilled all tasks assigned by the General
Meeting of Shareholders.

FINANCIAL HIGHLIGHTS

The financial summary highlights is shown on section 1 of
accounting date and business statistics highlights.

Major differences between the PRC accounting standards and
accounting principles generally accepted in Hong Kong are set out
on page 183.

RESERVES

Details of the changes to reserves are shown on the pages 56 to 57,
102 to 103 and 157 to 158.

BANK LOANSAND OTHER BORROWINGS

Details of the bank loans and other borrowings are shown on the
pages 101, 148 and 151 to 154.

FIXED ASSETS

Details of the changes to fixed assets are shown on the pages 85 to
86 and 145 to 146.

RETIREMENT BENEFITS

The Company adopts No. 34 of the PRC Accounting Standards:
“Employee benefit” for the year, which regulates the retirement
policy and retirement plan for its employees. Since the Company
only participates in the retirement insurance system for employees
as stipulated by the State, the implementation of No.34 has no
significant effect on the financial position of the Company.
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SHARE CAPITAL

Details of the changes to share capital are shown on pages 102,
155 to 156 and sections (1), (2) and (3) of “Share Capital and
Shareholders” in this Report.

PRE-EMPTIVE RIGHTS

According to the articles of association of the Company and the
laws of the PRC, no pre-emptive right exists requiring the
Company to offer new share to the existing shareholders in
proportion to their shareholdings.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the year, the Company or its subsidiaries did not buy, sell
or buy back any shares of the Company.

CODE OF BEST PRACTICE

During the year, all directors and supervisors of the Company
strictly complied with the Code of Best Practice, as set out in
Appendix 14 to the Listing Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited.

In 1999, the Company and Northeast Electrical Transmission and
Transformation Equipment Group Corporation Limited (“NET”),
original controlling shareholder of the Company, executed 3
connected transactions regarding retiring benefit expense,
arrangement of loans and |easing without the prior approval from
shareholders at the general meeting and disclosure on such
transactions. As aresult, on 17 June 2002, the Stock Exchange of
Hong Kong Limited made a public condemnation statement against
the Company and executive directors on duty at that period.

Company Limited
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(12) PROFIT DISTRIBUTION PLAN FOR THE
CURRENT YEAR

During the year, the Company recorded net profit of
RMB69,002,412, all of which was used to cover loss record in the
previous year. Accumulation of distributable profit to shareholders
amounted to RMB-1,209,429,407. Therefore, the Board of
Directors resolved not to make any profit appropriation for the
year 2002, nor transfer any reserves to increase the share capital of

the Company.
By Order of the Board of Directors
Shi Yanping
Shenyang, PRC
14 April 2003
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