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1. GENERAL

The Company was established as a joint stock limited
company in the People’s Republic of China (the “PRC"), and its H
shares are listed on The Stock Exchange of Hong Kong Limited. Its
ultimate holding company is Harbin Power Plant Equipment Group
Corporation (“HPEGC"), a state-owned enterprise incorporated in
the PRC.

The Company acts as an investment holding company and
the activities of its principal subsidiaries and associate are set out
in note 15 and note 16 to the financial statements, respectively.

2. BASIS OF PREPARATION

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong (“HK
GAAP") and the disclosure requirements of the Hong Kong
Companies Ordinance.

HK GAAP differs in certain aspects from the accounting
principles and financial regulations established by the relevant PRC
authorities applicable to joint stock limited companies (“PRC
GAAP"). The Company is required to issue a separate set of
statutory financial statements made up to 31st December each
year prepared in accordance with PRC GAAP.

For the year ended 31st December, 2000, there were no
significant differences between the net assets and results of the
Group in the financial statements prepared under PRC GAAP and
those prepared under HK GAAP.

3. SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st December each year.

The results of the subsidiaries acquired or disposed
of during the year are included in the consolidated income
statement from the effective date of acquisition or up to
the effective date of disposal, as appropriate.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

All significant intercompany transactions and
balances within the Group have been eliminated on
consolidation.

Investments in subsidiaries

A subsidiary is an enterprise in which the Company,
directly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting
power, or where the Company controls the composition of
its board of directors or equivalent governing body.

Investments in subsidiaries are included in the
Company’s balance sheet at cost less any impairment loss.
The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

Interests in associates

An associate is an enterprise over which the Group
is in a position to exercise significant influence, through
participation in the financial and operating policy decisions
of the investee.

The results and assets and liabilities of associates
are incorporated in these financial statements using the
equity method of accounting. The carrying amount of such
interests is reduced to recognise any decline, other than a
temporary decline, in the value of individual investments.

Where a group enterprise transacts with an associate
of the Group, unrealised profits and losses are eliminated
to the extent of the Group’s interest in the relevant
associate, except where unrealised losses provide evidence
of an impairment of the asset transferred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition
Development properties

Income from properties developed for sale, where
there are no pre-sales prior to completion of development,
is recognised on the execution of a binding sales agreement
or when the occupation permit is issued by the relevant
authority, whichever is the later.

Income from properties pre-sold prior to completion
of development is recognised upon completion of the
development.

Construction contracts

When the outcome of a construction contract can
be estimated reliably, revenue from fixed price construction
contracts is recognised on the percentage of completion
method, measured by reference to the value of work carried
out during the period. Variations in contract work, claims
and incentive payments are included to the extent that they
have been agreed with the customers.

When the outcome of a construction contract can
be estimated reliably, revenue from cost plus contracts is
recognised by reference to the recoverable costs incurred
during the period plus the fee earned, measured by the
proportion that costs incurred to date bear to the estimated
total costs of the contract.

When the outcome of a construction contract cannot
be estimated reliably, revenue is recognised only to the
extent of contract costs incurred that it is probable will be
recoverable.

Others

Sales of other goods are recognised when goods are
delivered and title has passed.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (continued)
Others (continued)

The amount of price compensation which the Group
is entitled to receive for increases in the costs of producing
goods sold due to changes in PRC government policies can
be ascertained with reasonable certainty only when it has
been determined and approved by The State Administration
of Commodity Prices ("SACP"). Accordingly, price
compensation is recognised as income only upon approval
by the SACP, at which stage the eventual collectability is
also ascertainable.

Service income is recognised when services are
provided.

Interest income, including the amortisation of any
discount or premium on the acquisition of held-to-maturity
securities, is accrued on a time basis, so as to reflect the
effective yield on the underlying asset.

Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established.

Property, plant and equipment

Property, plant and equipment other than
construction-in-progress is stated at cost less accumulated
depreciation or amortisation. The cost of an asset comprises
its purchase price and any directly attributable costs of
bringing the asset to its present working condition and
location for its intended use. Expenditure incurred after the
asset has been put into operation, such as repairs and
maintenance and overhaul costs, is charged to the income
statement in the period in which it is incurred. In situations
where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits
expected to be obtained from the use of the asset, the
expenditure is capitalised as an additional cost of the asset.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

Construction-in-progress is stated at cost which
includes all development expenditure and other direct costs,
including interest expenses, attributable to such projects.
Upon completion of construction, the related cost is
transferred from construction-in-progress to the appropriate
categories of property, plant and equipment, as appropriate.

When the recoverable amount of an asset has
declined below its carrying amount, the carrying amount is
reduced to reflect the decline in value. In determining the
recoverable amount of assets, expected future cash flows
are not discounted to their present values.

The gain or loss arising on the disposal or retirement
of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset and is
recognised in the income statement.

Depreciation and amortisation is provide to write off
the cost of property, plant and equipment other than
construction-in-progress over their estimated useful lives and
after taking into account their estimated residual values,
using the straight line method, at the following rates per
annum:

Land use rights QOver the term of the rights
Buildings 3.33% - 6.67%
Plant and machinery 6.67% - 14.29%
Furniture, fixtures and equipment 11.11% - 14.29%
Motor vehicles 16.67%
Construction-in-progress NIL

Investments in securities

Investments in securities are recognised on a trade-
date basis and are initially measured at cost.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in securities (continued)

At subsequent reporting dates, debt securities that
the Group intends to hold to maturity (held-to-maturity debt
securities) are measured at amortised cost, less any
impairment loss recognised to reflect irrecoverable amounts.
The annual amortisation of any discount or premium arising
on the acquisition of a held-to-maturity security is
aggregated with other investment income receivable over
the term of the instrument so that the revenue recognised
in each period represents a constant yield on the investment.

Investments other than held-to-maturity debt
securities are classified as investment securities and other
investments.

Investments securities, which are securities held for
an identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any
impairment loss that is other than temporary.

Other investments are measured at fair value, with
unrealised gains and losses included in net profit and loss
for the period.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of purchase
and, where applicable, cost of conversion and other costs
that have been incurred in bringing the inventories to their
present location and condition, is calculated using the
weighted average cost method. Net realisable value
represents the estimated selling price in the ordinary course
of business less the estimated costs of completion and the
costs estimated necessary to make the sales.

Properties under development for sale are stated at
development cost incurred to date less provision for
foreseeable losses, if any.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Construction contracts

When the outcome of a construction contract can
be estimated reliably, revenue and costs are recognised by
reference to the stage of completion of the contract activity
at the balance sheet date, as measured by the proportion
that costs incurred for the work performed to date bear to
the estimated total contract costs.

Variations in contract work, claims and incentive
payments are included to the extent that they have been
agreed with the customer.

Where the outcome of a construction contract cannot
be estimated reliably, contract revenue is recognised to the
extent of contract costs incurred that it is probable will be
recoverable. Contract costs are recognised as expenses in
the period in which they are incurred.

When it is probable that total contract costs will
exceed total contract revenue, the expected loss is
recognised as an expense immediately.

When a contract covers a number of assets, the
construction of each asset is treated as a separate contract
when separate proposals have been submitted for each
asset, each asset has been separately negotiated and the
costs and revenues of each asset can be separately
identified. A group of contracts, performed concurrently or
in a continuous sequence, is treated as a single construction
contract when they were negotiated as a single package
and are so closely inter-related that they constitute a single
project with an overall profit margin.

Pension

Pension costs and contributions charged to the
income statement represent the amount payable under a
defined contribution arrangement with the local
government.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Research and development expenses

Expenditure on research and development is charged
to the income statement in the year in which it is incurred
except where a clearly-defined project is undertaken and it
is reasonably anticipated that development costs will be
recovered through future commercial activity. Such
development costs are capitalised as an intangible asset and
amortised on a straight-line basis over the life of the project
from the date of commencement of commercial operation.

Taxation

The charge for taxation is based on the results for
the year as adjusted for items which are non-assessable or
disallowed. Timing differences arise from the recognition
for tax purposes of certain items of income and expense in
a different accounting period from that in which they are
recognised in the financial statements. The tax effect of
timing differences, computed using the liability method, is
recognised as deferred taxation in the financial statements
to the extent that it is probable that a liability or asset will
crystallise in the foreseeable future.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period
of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as expense
in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies

Transactions in currencies other than Renminbi are
initially recorded at the rates of exchange ruling on the
dates of the transactions. Monetary assets and liabilities
denominated in such currencies are retranslated at the rates
ruling on the balance sheet date. Profits and losses arising
on translation are dealt with in the income statement.
Exchange rates used are the unified exchange rates quoted
by the People’s Bank of China.

Government subsidies

Government subsidies related to costs which they are
intended to compensate are recognised as income when
the relevant costs are incurred. Government subsidies related
to assets are recognised as a deduction of the carrying
amount of relevant assets.

Cash equivalents

Cash equivalents represent short-term, highly liquid
investments which are readily convertible into known
amounts of cash and which were within three months of
maturity when acquired, less advances from banks repayable
within three months from the date of the advance.

TURNOVER

Turnover represents the amounts received and receivable

for goods sold and services rendered by the Group to outside
customers during the year, net of value added tax (“VAT") and

sales returns, and is analysed as follows:

2000 1999

AR¥FT AREFT

Rmb’'000 Rmb’000

Sale of properties 71,564 85,311

Sale of goods* 1,958,990 1,951,790
Revenue from construction

contracts 974,130 921,058

Services rendered 24,230 897

3,028,914 2,959,056

* No price compensation has been included in sale of goods for the

year. In 1999, the amount of price compensation recognised as income

amounted to Rmb2,166,000.
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4. TURNOVER (continued)
Turnover and contribution to operating profit of the Group

substantially arises in the PRC. The turnover of the Group, analysis
by major product category, is as follows:

2000 1999

AREFT ARETT

Rmb’000 Rmb’'000

Main thermal power equipment 1,368,314 1,340,665

Main hydro power equipment 367,969 323,501
Engineering services for power

stations 787,177 761,950
Ancillary equipment for power

stations 93,007 136,607

AC/DC motors and other products 412,447 396,333

3,028,914 2,959,056

5. OTHER REVENUE

Included in other revenue are the following:

2000 1999
AR¥TF T AREFTT
Rmb’'000 Rmb’000
Dividend income from unlisted
investment securities 666 883
Gain on disposal of property,
plant and equipment 586 -
Government subsidy (note) 23,940 -
Interest income on deposits with
financial institutions 38,601 60,000
Interest income from other third
parties 13,486 9,222
Interest income from held-to-
maturity debt securities 2,817 2,754
Interest income from an associate 1,350 -
Other income 2,651 2,261
Profit from sales of raw materials 10,497 5,196
VAT refund 13,709 12,507

108,303 92,823
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OTHER REVENUE (continued)

Note: Pursuant to "Notice on subsidy plan of major technology
improvement projects in 2000 No. 933" issued by Economics
& Trading Committee, the Company received government
subsidy of Rmb23,940,000 in 2000 for the technology
improvement project on supercritical dynamotor equipment
development and large air-cooling equipment development of
the Group, such amount is recognised as income to match the
related costs incurred in this year.

PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging:

ZER S
FrEREH

HEBTEEEFBR

R

MERBERER

NTREEBEARREE (H:£36)

EEERESHE

BIHE (BERKEREE
2000 : AR¥82,591,0007T
1999 : 83,633,0007T)

NEIRBEE (H7#36)

2000 1999
AR TR ARETFT
Rmb’'000 Rmb’000
Auditors’ remuneration 2,360 2,350
Depreciation and amortisation 172,223 168,415
Loss on disposal of property,
plant and equipment - 571
Net exchange loss 2,184 1,165
Research and development
expenses 38,683 29,650
Service fees paid to HPEGC and its
subsidiaries (note 36) 57,620 66,607
Staff costs including directors’
and supervisors’ emoluments
(includes pension contributions
2000: Rmb82,591,000
1999: Rmb83,633,000) 455,633 432,311
and after crediting:
Service fee received from HPEGC
(note 36) 20,838 16,251
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7. FINANCE COSTS

2000 1999
ARETT AREFT
Rmb’000 Rmb’'000
Interest on borrowings:
wholly repayable within five years 145,993 199,326
not wholly repayable within five
years 12,051 3,841
158,044 203,167
Less: Interest capitalised in:
construction-in-progress (15,799) (14,574)
construction contracts (12,545) (27,609)
properties under
development (1,624) (1,477)
(29,968) (43,660)
128,076 159,507

Borrowing costs capitalised during the year arose on the
general borrowing pool and are calculated by applying a
capitalisation rate of 7.0% (1999: 7.3%) to expenditure on
qualifying assets.

8. DIRECTORS* AND SUPERVISORS" EMOLUMENTS

Directors’ emoluments

2000 1999
AR¥TF T AREFTT
Rmb’'000 Rmb’000
Fees:
Executive directors 323 418
Independent non-executive
directors - -
323 418
Other emoluments (Executive
directors and supervisors):
Salaries and other benefits 99 129
Pension contributions 25 20
447 567

The five highest paid individuals of the Group are all
Directors and Supervisors of the Company.
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9. INCOME TAX EXPENSE

The charge represents PRC income tax calculated at 15% of
the estimated taxable income for the year.

Pursuant to a document issued by the PRC Ministry of
Finance and the State Tax Bureau on 29th March, 1994, taxable
income earned by the Group is subject to an income tax rate of
15%.

There was no significant unprovided deferred taxation for
the year or at the balance sheet date.

10. PROFIT AFTER TAX AND MINORITY INTERESTS

Of the Group’s profit for the year of Rmb39,089,000
(1999: Rmb34,635,000), a profit of Rmb32,368,000 (1999:
Rmb39,149,000) has been dealt with in the financial statements
of the Company.

11. TRANSFER TO STATUTORY SURPLUS RESERVE AND
STATUTORY PUBLIC WELFARE FUND

Pursuant to a document issued by the Ministry of Finance
in August 1995 in respect of profit appropriations, the amounts
transferred to statutory surplus reserve and statutory public welfare
fund should be based on the profit for the year as determined in
accordance with the PRC accounting standards.

Each of the amounts transferred to statutory surplus reserve
and statutory public welfare fund for the year represents 10% and
5% to 10% respectively of the Company's and its subsidiaries’
profits for the year as determined in accordance with the PRC
accounting standards.

12. DIVIDENDS

2000 1999
ARETFT AREFT
Rmb’000 Rmb’'000
Final dividend proposed of
Rmb0.0375 (1999: Rmb0.017)
per share 44,593 20,216

13. EARNINGS PER SHARE

The calculation of the earnings per share is based on the
profit for the year of Rmb39,089,000 (1999: Rmb34,635,000) and
on 1,189,151,000 shares (1999: 1,189,151,000 shares) in issue
throughout the year.



14. BEEEE

W-Z586+-A=1-H
NERER
R-ZETF-f-H
TERRE

hEMH
R-EEEE+-A=1-H

FEAE
e N N

R-ANETZA=1-R

THE GROUP

CosT

At 1st January 2000
Additions

Transfers

Disposals

At 31st December 2000
DEPRECIATION AND AMORTISATION
At 1st January 2000

Provided for the year

Eliminated on disposals

At 31st December 2000

NET BOOK VALUE
At 31st December 2000

At 31st December 1999

ERIBADECHRRAEAZHNEFER
AR#26,103,0007 (1999 : AR¥33,702,000
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14. PROPERTY, PLANT AND EQUIPMENT

BE—ZEEF+-A=+t—HLFE
For the year ended 31st December 2000

RHERE
HHZHZ
THERED
THEET
Land and
buildings
under B %8
medium  HERE ey kIR
term land L#®  Furniture, i3 Con-
use rights  Plant and fixtures and Motor  struction- @t
in the PRC  machinery  equipment vehicles in-progress Total
ARBFT  ARETT  ARETT  ARETT  ARETT  ARETR
Rmb’000 Rmb000 Rmb’000 Rmb’000 Rmb000 Rmb'000
1,290,416 1,491,702 120,302 71,144 337,032 3,310,59%
1,072 3,221 3,477 2,296 236,797 246,869
54,510 181,055 11,119 3,778 (250,462) -
(987) (24,942) (3,321) (8,605) (150) (38,005)
1,345,011 1,651,042 131,577 68,613 323,217 3,519,460
322,983 746,171 67,710 45,777 - 1,182,641
37,208 114,098 11,969 8,948 - 172,223
(387) (13,053) (1,489) (5,978) - (20,907)
359,804 847,216 78,190 18,747 - 1333957
985,207 803,826 53,387 19,866 323,217 2,185,503
967,433 745,531 52,592 25,367 337,032 2,127,955

Included in construction-in-progress is net interest
capitalised of Rmb26,103,000 (1999: Rmb33,702,000).
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THE COMPANY

CosT

At 1st January 2000
Additions

Transfers

Transferred to subsidiaries

At 31st December 2000

14. PROPERTY, PLANT AND EQUIPMENT (continued)

DEPRECIATION AND AMORTISATION

At 1st January 2000
Provided for the year
Transferred to subsidiaries

At 31st December 2000

NET BOOK VALUE
At 31st December 2000

At 31st December 1999

R—NARENR - AEEETEER LM
BERRTREETHER L WERE  AHE
s

RAEEE
hHRN
THhEREN
THREF B
Land and $E
buildings SET ]
under medium Furniture, RE TRIR
term land use  fixtures and Motor Construction- @t
rights in the PRC  equipment vehicles  in-progress Total
ARETFTL ARETT ARETTL ARETT AREFTL
Rmb'000 Rmb’000 Rmb’000 Rmb’000 Rmb'000
31,474 3,021 2,683 255 37,433
- 328 - 486 814
- 659 - (659) -
(3,043) - - - (3,043)
28,431 4,008 2,683 82 35,204
1,326 975 1,483 - 3,784
976 536 421 - 1,933
(226) - - - (226)
2,076 1,511 1,904 - 5,491
26,355 2,497 779 82 29,713
30,148 2,046 1,200 255 33,649

The Group was granted the rights to use the land, on which
its buildings are situated, by the PRC State Land Administration
Bureau for a period of 50 years from September 1994.
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EMBLARHREPERILAR

WELAER

Name of subsidiary

RRRRERERELAT

Harbin Boiler Company Limited

RBEEREERELAT
Harbin Electrical Machinery
Company Limited

REEBUIRERAEAAR
Harbin Power Engineering
Company Limited

BRI REARERLT

Harbin Turbine Company Limited

RREHNRRESRHERDA
Harbin Power Technology
& Trade Incorporation

C HFBIT

o hvg=p:i
Date of
incorporation

—ANABE+A+AA
19th October 1994

—WABE+A+AA
19th October 1994

—WABE+A+AA
19th October 1994

—WABE+A+AA
19th October 1994

“AARFEATAA
19th May 1995
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15. INTERESTS IN SUBSIDIARIES

2000 1999

ARE TR AREFT

Rmb’000 Rmb’000

Unlisted investments at cost 1,561,625 1,541,625
Amounts due from subsidiaries 899,164 773,108
2,460,789 2,314,733

Details of the Company’s principal subsidiaries as at 31st
December, 2000, all of which are limited liability companies
incorporated and operating in the PRC, are:

RAEEz LR
Proportion of
#MBA  nominal value of
Registered  issued capital held ~EE¥%
share capital by the Company Principal activities
ARETFT Ef R
Rmb’000  Directly Indirectly
% %

272,274 100 - HEHE
Manufacture of boilers

237,352 100 - BEAREERER
KHETHE
Manufacture of steam
turbine generator
sets and hydro
turbine generator sets

82,963 100 - RESUTRERS
Provision of engineering
services for power
stations

204,446 100 - BENEH
Manufacture of steam
turbines

27,000 55168 4445 B85
Trading




Bt %% 8 R MY &

Notes to the Financial Statements

BE—TEEE+_A=+—HLEE
For the year ended 31st December 2000

15. RHBLRER (&) 15.  INTERESTS IN SUBSIDIARIES (continued)
RAEE 2L E
Proportion of
[RN=p: MR A nominal value of
WEARER Date of Registered  issued capital held ~ FE%%

Name of subsidiary incorporation share capital by the Company

AR®TFR E# [

Principal activities

Rmb’000  Directly Indirectly
% %
REERNEREREERAR “AAEFTZAZt+H 10,000 = 100 WXRERERLA
27th December 1995 Property development
REERBEMRNERAF —ANEFETZATRA 80,000 34 62 HMHE
Harbin HBC Valve Company 16th December 1997 Manufacture of valves
Limited
REXETRAERZR IR “EREELA-TNA 50,000 80 - REREIRMRM
HRAOERAA 28th July 2000 HRERE

Harbin Power Equipment National
Engineering Research Center
Company Limited

AENLETEZERBHEARFRE L RE
IARE EEREAFEZMBAR - EXER
RBIEMHBARZHBEEBARILE

NERRER  SHBARLRBEMNER
B o

16. REELTER

Research and
development of power
equipment
engineerization
technology

The above table lists the subsidiaries of the Group which,
in the opinion of the Directors, principally affected the results or
assets of the Group. To give details of other subsidiaries would,
in the opinion of the directors, result in particulars of excessive
length.

None of the subsidiaries had any loan capital outstanding
at the end of the year.

16. INTEREST IN AN ASSOCIATE

r&EE ¥ NG|

THE GROUP THE COMPANY
2000 1999 2000 1999
AR¥Fr AREFT AR¥Frn ARKETT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
FEETIREKA Unlisted investment at cost 45,100 = 45,100 =
(Y 3 Share of result (4,680) - - _
40,420 - 45,100 -
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16. RHBLARER (&) 16. INTEREST IN AN ASSOCIATE (continued)

AEESRBE=NEROHEBAR (A The Group hold a 44.25% of the registered capital of B3 8
ARBE-FNDEXZRARAR) SMEAMW B=MBRHERAE  (formerly known as BB E=-F S EE%R
44.25% ° ZRREFEXZBRALE - £E - HELX BR2A7F ), a company established in the PRC and is engaged in
ERATEENESBE oM RBEREMN - 2 development, production and sale of plasma-enhanced and
SRM - TEENM  BXZR  ERRKERELCIE electrochemical surface ceramicized light alloy materials, building
m FEERE . aluminum templates and boards, industrial special nature materials,

electrophoresis paints, electrolyte, relevant chemical products.

17. RBEURE 17.  INVESTMENTS IN SECURITIES
rEE
THE GROUP
2000 1999
AR¥ETT AREFT
Rmb’000 Rmb’000
RERE Non-current investments
HAEZIHNES Held-to-maturity debt securities 500 500
R TR E Unlisted investment securities
in the PRC at cost 54,794 49,349
55,294 49,849
M E Current investment
REZIBNES Held-to-maturity debt securities - 30,000
EEMRASFUREZEENVRIRE The Directors consider that the investment securities are

B worth at least their carrying value.
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18. ELEE 18.  DEFERRED ASSET
r5E
THE GROUP
2000 1999
AR® T ARBTFT
Rmb’000 Rmb’000
R—A—H At 1st January 15,420 87,559
AEEHEM & Utilised during the year (15,420) (72,139)
R+=-—A=+—8H Balance at 31st December = 15,420
ELBELBBRER  ZFR—NAATET The deferred assets as confirmed by the Harbin Tax Bureau,
ATHhBERRERERBRFETEN 2 #IEE represents the amount of input VAT paid in respect of the
B FYBRETAERHEE - inventories acquired from HPEGC in 19th October, 1994. The
amount was fully utilised during the year.
19- %& 19.  INVENTORIES
rEE
THE GROUP
2000 1999
ARE T ARBTFT
Rmb’000 Rmb’000
[RE Raw materials 381,411 530,060
E&m Work-in-progress 720,715 910,438
2R Finished goods 847,546 876,856
o4 R 2 AR Properties under development 104,934 22,595
RAREE 7 EHERZER Completed properties for sale 83,173 90,483
2,137,779 2,430,432
FEH - EARK376,514,0007T (1999 : A Included above are raw materials of approximately

K #530,060,0007T) HRME - AR#735,0007T Rmb376,514,000 (1999: Rmb530,060,000), work in progress of
(1999 : AR¥13,000,0007T) MEHRRAR approximately Rmb735,000 (1999: Rmb13,000,000) and finished
#8,729,0007T (1999 : AK#547,000,0007T) K& goods of approximately Rmb8,729,000 (1999: Rmb547,000,000)
P am DA P B 3R FHE 51 R o carried at net realisable value.
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20. AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT

WORK
REE
THE GROUP
2000 1999
AR¥ T AREFT
Rmb’000 Rmb’000
Contracts in progress at the
balance sheet date:
Contract costs incurred 3,304,054 2,523,550
Recognised profits less
recognised losses 355,743 272,387
3,659,797 2,795,937
Less: Progress billings (3,065,815) (2,623,500)
593,982 172,437
Represented by:
Due from customers included in
current assets 673,830 459,268
Due to customers included in
current liabilities (79,848) (286,831)
593,982 172,437

As at 31st December, 2000 and 1999, there were no
retentions held by customers for contract works.
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21. TRADE DEBTORS

An aged analysis of trade debtors at the balance sheet dates
is as follows:

KR

THE GROUP
2000 1999
AREFTT ARETT
Rmb’000 Rmb’000
Within 1 year 827,596 722,014
1 to 2 years 515,229 743,524
2 to 3 years 397,006 179,558
Over 3 years 181,017 174,846
1,920,848 1,819,942

The credit terms given to the customers vary and are
generally based on the financial strengths of individual customers.
In order to effectively manage the credit risks associated with trade
debtors, credit evaluations of customers are performed periodically.

22. AMOUNTS DUE FROM FELLOW SUBSIDIARIES

The amounts are unsecured, non-interest bearing and
repayable on demand.

23. TRADE CREDITORS

The aged analysis of trade creditors is stated as follows:

S |

THE GROUP
2000 1999
AR® TR AREFIT
Rmb’000 Rmb’000
Within 1 year 396,843 432,929
1 to 2 years 131,978 69,539
2 10 3 years 39,485 24,630
Over 3 years 38,761 30,277
607,067 557,375
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4. BWRE 24. DEPOSITS RECEIVED
BERERERERTRANIEREEREN The amount represents progress payments received from
XMBEEEWZERRE - customers in respect of work in progress and properties sold in
advance.
25, RERAERDNRARE 25. AMOUNT DUE TO ULTIMATE HOLDING COMPANY
UEFIEEER - A58 BEATERER The amount is unsecured, non-interest bearing and repayable
on demand.
26. e 26. TAXATION PAYABLE
2000 1999
AREFT AR®TFT
Rmb’000 Rmb’000
EER Value added tax 78,159 11,158
FTiSHi Income tax 8,114 9,275
SRR Business tax 3,073 4,265
Hith Others 15,090 3,980
104,436 28,678
2. fBR 27. BORROWINGS
XEE b
THE GROUP THE COMPANY
2000 1999 2000 1999
BITER  HEEX BATER
Bank Other gy ag Bank EEE
loans loans Total Total loans Total

ARBTR ARETR ARBTT ARETT AR®Fn ARKTI
Rmb’000  Rmb’000  Rmb’000  Rmb’000  Rmb'000  Rmb'000

BRERANT: The borrowings are
repayable as follows:

—ER Within one year 2,064,156 - 2,064,156 2,066,060 - 10,000

—EWE More than one year but
not exceeding two years 173,000 - 173,000 252,767 - -

“ERE More than two years but
not exceeding five years 686,395 - 686,395 387,999 138,000 -
RENE After five years 213,594 92,980 306,574 244,709 150,000 150,000
3,137,145 92,980 3,230,125 2,951,535 288,000 160,000

A BEERSAE Less: Amount due within

NER—ER one year classified
BIES as current liabilities (2,064,156) - (2,064,156) (2,066,060) - (10,000)

1,072,989 92,980 1,165,969 885475 288,000 150,000

AERBRERER - All the borrowings are unsecured.
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28. R&E 28. SHARE CAPITAL
2000 1999
AR¥FT AR®TT
Rmb’'000 Rmb’000
LTRREREAEARKIT Ordinary shares of Rmb1 each
A Registered 1,189,151 1,189,151
BEITRER Issued and fully paid:
BlEE AR State shares 720,000 720,000
HAZ H shares 469,151 469,151
1,189,151 1,189,151
RTREREMAZEERFEHEKEE Except for the currency in which dividends are paid and
FIMEREEZRHARIN - BEEAREHREZ restrictions as to whether the shareholders can be PRC investors
BRNERSER - or foreign investors, State shares and H shares rank pari passu in
all respects with each other
FRARARAEE L - There were no change in the Company's share capital for

both years.
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29. e 29. RESERVES

Ex EE EE
NEE nEe %
ROEE  Statutory  Statutory Public ~ RE&ER
Share capital surplus welfare  Retained fact
premium reserve reserve fund profits Total
AEETT ARBTT ARETT ARETT ARETT ARETI
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

58 THE GROUP

R=nANnE—A—H At 1st January, 1999 788,155 709,850 63,384 63,239 82,482 1,707,110
AEFIE Profit for the year = = = = 34,635 34,635
Ly Transfers = = 3,467 3,188 (6,655) -
RE Dividends - = - = (20,216) (20,216)
R-22TF-A—H At st January, 2000 788,155 709,850 66,851 66,427 90,246 1,721,529
AERE Profit for the year = - = - 39,089 39,089
EE Transfers = = 10,037 9,837 (19,874) =
R E, Dividends - - - - (44,593) (44,593)
WZBEZFEF_A=1F—H  At31st December, 2000 788,155 709,850 76,888 76,264 64,868 1,716,025
NG THE COMPANY

W=ANNE—R—R At 1st January, 1999 788,155 709,850 39,678 39,678 13,368 1,590,729
REFIE Profit for the year - - - - 39,149 39,149
Ly Transfers = = 2,217 2,217 (4,434) =
RE Dividends = = - = (20,216) (20,216)
R-2EZF-R—H At st January, 2000 788,155 709,850 41,895 41,895 27,867 1,609,662
REFH Profit for the year - - - = 32,368 32,368
L Transfers = = 5,246 5,246 (10,492) -
! Dividends = = = = (44,593) (44,593)

WZBEZTFF-A=1T—H At 31st December, 2000 788,155 709,850 47,141 47141 5,150 1,597,437
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29. & (@)

REFBEREE  RBREEN 2 DB

(1) BEEE:

(2) RIEERHRLES:

(5) IRBEBRZBES -

BREFREDBERARABDNKEARZA
AER  ARAIREHNBLARYEENRETES
SHZEREL 7 BREIRE - RE10% K 5% E 10%B
BEEH  BARERZETRBABEREAER

FEERBLESARRERN—HH 25
BEEDREMEARZ50%E - A RABRER o
BEFBEDRE  ATBEHBLAELUTRANBHEE
B BRAKRABZEBABERTER - EADRIZE
TEANNELERABAE  ZEANREREAY
BB OREMER25% -

EEREBE AR EDN B0 - RIEF
BARNE  HEURARARBRISBEMNEAR
fex i MEEEIRMRENATSERAES
EELHERIFETRE  DRITRIE -

BRLE4)RG)RRERNFEZOEL
PIARIKHEZTERERR A RANB AR NE
EENNERFRET  UARBRREMIAE -

29. RESERVES (continued)

In accordance with PRC Company Law, the profit after
taxation is applied in the following order:

(1) making up of losses;

(2)  allocation to statutory surplus reserve;

(3) allocation to statutory public welfare fund;

(4) allocation to discretionary surplus reserve; and

(5) payment of dividends in respect of ordinary shares.

In accordance with PRC Company Law and the relevant
Articles of Association, the Company and its subsidiaries are
required to appropriate amounts equal to 10% and 5% to 10%
respectively of their profit after taxation as determined in
accordance with PRC accounting standards to each of the statutory
surplus reserve and statutory public welfare fund as determined in
accordance with PRC accounting standards to the statutory surplus
reserve and statutory public welfare fund respectively.

Statutory surplus reserve is part of shareholders’ equity and
when its balance reaches an amount equal to 50% of the
Company's registered capital, further appropriation need not be
made. According to PRC Company Law, statutory surplus reserve
may be used to make up past losses, to increase production and
business operations or to increase capital by means of conversion.
However when funds from statutory surplus reserve are converted
to capital, the funds remaining in such reserve shall amount to
not less than 25% of the registered capital.

Statutory public welfare fund is also part of shareholders’
equity. According to PRC Company Law, it shall only be applied
for capital expenditure related to the provision of collective welfare
for staff and workers and these welfare facilities remain as property
of the Group. Statutory public welfare fund is non-distributable
other than upon liquidation.

The amount of appropriation in respect of items (4) and (5)
above for any year shall be recommended by the Directors in
accordance with the operational conditions and development
requirements of the Company and its subsidiaries and shall be
submitted to the shareholders in general meeting for approval.
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29. RESERVES (continued)

No dividends shall be paid by the Company and its
subsidiaries before they have made up their losses and made
allocations to the statutory surplus reserve and the statutory public
welfare fund.

Pursuant to a document issued by the Ministry of Finance
in August 1995 in respect of profit appropriations, the amount
available for distribution to shareholders is the lesser of the amount
determined in accordance with PRC accounting standards and the
amount determined in accordance with accounting principles
generally accepted in Hong Kong. At 31st December, 2000, the
amount available for distribution to shareholders was
Rmb5,150,000 (1999: Rmb27,867,000) representing the retained
profits of the Company prepared under accounting principles
generally accepted in Hong Kong. As also mentioned above, the
balance of statutory surplus reserve can also be distributed to
shareholders in certain situations.

The statutory capital reserve represents the surplus arising
from the difference between the fair value of the net assets of the
principal business undertakings transferred from HPEGC to the
Group and the nominal value of the State shares issued to HPEGC.

30. ADVANCE FROM ULTIMATE HOLDING COMPANY

Pursuant to a document issued by the State Planning
Commission and the PRC Ministry of Finance on 18th February,
1996, Rmb180,934,000 being amounts due to a bank were
transferred to as amount due to HPEGC. In addition, pursuant to
documents issued by HPEGC in 1999 and 2000, HPEGC has agreed
not to charge any interest on this balance during both years. The
amount was fully repaid during the year.

HPEGC also agreed not to charge any interest on other
long term loan of Rmb56,420,000 (1999: Rmb96,000,000) for the
year ended 31st December, 2000.

The remaining Rmb40,500,000 raised in 1999 of which
Rmb8,500,000 was repaid during the year and Rmb23,000,000
raised in 1998 will be subjected to an annual interest charge of
7.64% and 5.94% respectively.

There is no fixed repayment term.
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3. BRBAKLEMERBANELLEEK Y 31. RECONCILIATION OF PROFIT BEFORE TAX TO NET CASH

BeRAFHZRAG INFLOW FROM OPERATING ACTIVITIES
2000 1999
AR® TR AREFT
Rmb’000 Rmb’000
BB AIE R EB R Profit before tax 49,326 44,689
N ENETEES Share of result of an associate 4,680
AASUNGIFIISY N Interest income from an associate (1,350) =
RKETE=FHFBWA Interest income from third parties (13,486) (9,222)
TR BIEE 2 7 XA 2 RA Interest income on deposits with
financial institutions (38,601) (60,000)
REZRIMMESR 2 EKRA Interest income from held-to-
maturity debt securities (2,817) (2,754)
8 Interest expense 128,076 159,507
i A Dividend income (666) (883)
BAURBERBRER Impairment loss on investment
securities 3,317 1,565
IE R Depreciation and amortisation 172,223 168,415
HERTEE (Wxm) BE (Gain) loss on disposal of property,
plant and equipment (586) 571
EEBERD Decrease in deferred asset 15,420 72,139
FERD Decrease in inventories 294,277 37,418
BIES R YL Increase in amounts due from
customers for contract work (202,017) (117,286)
e Wt BR ZRE N Increase in trade debtors (100,906) (87,705)
Ef KR e RENZIERD Decrease in other debtors,
deposits and prepayments 142,228 151,482
e Wi e FIEE N Increase in amounts due from
fellow subsidiaries (40,865) (22,780)
JE 1<) BR 503 Increase in trade creditors 49,692 93,955
A £ IR % R FE T 28 422 Increase in other creditors and
accrued charges 58,408 104,761
BEARBRZURD Decrease in amounts due to
customers for contract work (206,983) (114,825)
Bz e R Decrease in deposits received (96,899) (187,873)
JE 32 (B 756 I L4t JE 5 B0 TR 3E AN Increase in VAT and other taxes
payable 76,919 13,612
REASTERR X R R D Decrease in amount due to ultimate
holding company (16,048) (123,812)
REXB2RERANER NET CASH INFLOW FROM
OPERATING ACTIVITIES 273,342 120,974
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32. ANALYSIS OF CHANGES IN FINANCING DURING THE

YEAR
SEEX
$¥  Advance from
RRES ultimate RITHER
Minority holding Bank HffES
interest company loans  Other loans
AR AR AR AREFL
Rmb’000 Rmb’000 Rmb’000 Rmb’000
Balance at 1st January, 1999 3,321 246,934 2,833,235 33,811
New bank loans raised - - 2,175,879 -
Accrued bank loan interest - - 3,903 -
Repayment of bank loans - - (2,101,639) -
Other loans raised - - - 8,050
Repayment of other loans - - - (1,704)
Advance received - 93,500 - -
Profit attributable to minority
shareholders 233 - - -
Balance at 1st January, 2000 3,554 340,434 2,911,378 40,157
New bank loans raised - - 1,939,090 -
Accrued bank loan interest - - 594 -
Repayment of bank loans - - (1,713,917) -
Other loans raised - - - 82,425
Repayment of other loans - - - (29,602)
Advance from ultimate holding
company = 13,420 - -
Repayment to ultimate holding
company - (242,434) - -
Capital contributed 5,000 - - -
Profit attributable to minority
shareholders 167 - - -
Balance at 31st December, 2000 8,721 111,420 3,137,145 92,980
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33 EXEE 33.  CAPITAL COMMITMENTS
X5E KAF
THE GROUP THE COMPANY
2000 1999 2000 1999
ARE®FR AREFIL AR®FR ARETFT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ERNERRABHEERF Capital expenditure for investment in
BBZELTREZER a unlisted company contracted for but
5 not provided in the financial statements - 86,230 - 86,230
BRNERRMBRRTAE  Capital expenditure for investment in
ZIRMB AR ERFY a subsidiary contracted but not provided
in the financial statements - - 20,000 -
BENBARHBHERTAEE  Capital expenditure for the acquisition
ZBERY of property, plant and equipment
contracted for but not provided in
the financial statements 110,171 95,465 - -
110,171 181,695 20,000 86,230

34,  RIKEFIFE

BE-ANANFRENRT  NEEEEZE
KRBERANTRRETHERREXEERE
EHMERRELES - AEERREBIEARTEN
2%HHRAKELZES  BIREEATENLY%
B -BELISKEFROBRBRKEEES
Oh EBEHAN - AEEBBRBELAHSRIK
SRERBHIHERT  BEHE  A£EHEE
AOBRARERBRABHMILERT  BRETHEEE
& EBEHN GREKEIBAEATERR
BERGNE UHREBEETLERBELER
BRAEESTNEEAKET : HREHE - &ZIRAE
ANEFREESARNSBNE - UHMAEENHL
SRBEEFEEERINARAKET  WHABES
% AEBBESANERRESRBRRENILE
{F

34. RETIREMENT BENEFIT SCHEME

In accordance with regulations issued by the local
government in 1996, the Group is required to make contributions
to a defined contribution retirement fund which is administered
by the Harbin Social Insurance Administration Bureau of the local
government. The Group is required to contribute 22% of the basic
salary of its existing PRC staff, while employees contribute 4% of
their basic salary. Apart from the above, the Group is also obliged
to pay pensions and retirement benefits during the transition
period. During the transition period, pension payments are
calculated by reference to the staff’s monthly basic salaries and
period of service and are paid by the Harbin Social Insurance
Administration Bureau and the Group. After the transition period,
pension payments will be paid by the Harbin Social Insurance
Administration Bureau only by reference to the payable amount of
individual saving account and the Group has no material obligation
for the pension payments or any post-retirement benefits beyond
the annual contributions described above.
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35. POST BALANCE SHEET EVENT

On 5th March 2001, the Group has entered into a joint
venture agreement with the subsidiaries of Harbin Power Plant
Equipment Group Corporation, the major shareholder of the Group,
for the establishment of a joint venture in Harbin (the “JV"). The
total registered capital in the JV is Rmb20,000,000. The
contribution of the Group is Rmb5,200,000. The JV is principally
engaged in property development, property management,
construction, refurbishment and other property related services and
business.

36. RELATED PARTY TRANSACTIONS

During the year, the Group received interest income
amounting to Rmb1,350,000 from an associate.

Pursuant to an agreement on provision of welfare
and support services for a period of 10 years from 7th
November, 1994, service fees paid to and received from HPEGC
and its subsidiaries amounted to approximately
Rmb57,620,000 (1999: Rmb66,607,000) and Rmb20,838,000
(1999: Rmb16,251,000) respectively. For details of the arrangement
concerning amount due to ultimate holding company, please see
note 30.

The transaction prices were determined by reference to
market prices for similar transactions.

37. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to confirm
with the current year's presentation.




