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APPLICATION OF THE PROCEEDS FROM THE H
SHARES ISSUE

The Company raised approximately RMB1,615,500,000 (approximately HK$1,507,500,000)
by the issue of 335,000,000 new H shares (the "Shares") under the initial public offering of
the Company's H Shares listed on the Stock Exchange on 23 June 1997 and two subsequent
partial exercises of over-allotment option.

The proceeds from the H Shares issue were used in accordance with the Prospectus as
follows:

· as to approximately RMB87,900,000 for payment of new issue expenses;

· as to approximately RMB274,700,000 for the acquisition of shares in Brilliance
China Machinery Holdings Limited, Shanghai Qiangnong (Group) Company Limited
and First Tractor Ningbo C.S.I. Tractor & Automobile Corp., Ltd. as well as
investment in First Tractor Qingjiang Tractor Company Limited, First Tractor
Shenyang Tractor Company Limited, Yituo (Luoyang) Harvester Co., Ltd. and Yituo
(Luoyang) Construction Machinery Co., Ltd.;

· as to approximately RMB271,630,000 for the acquisition of fixed assets and
additional construction in progress (for production lines of 100-120 horse-power
wheeled tractors and 100-120 horse-power crawler tractors and large pressure die-
casting lines and other technological improvement projects);

· as to approximately RMB305,900,000 for the repayment of bank loans and
approximately RMB102,000,000 for the repayment of a debt owing to Holding; and

· as to the balance for the Company's additional general working capital.


