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The directors present their annual report and the audited financial statements
for the year ended 31st December, 2001.

The Group is orginally engaged in the design, development, manufacture and
sale of machine tools, precision measuring equipment and precision transducers.
The products mainly include horizontal boring machines, jig boring machines,
copy milling machine, machining centers, precision measuring equipment,
precision transducers and fully automatic coin wrapping machine and precision
machining and different types of iron casting to outsiders. Subsequent to 29th
March, 2002, upon the completion of the Assets Restructuring, the Group’s
core business has shifted to the design, development, production and sales of
digital machine tools, infomation technology products, precision measuring

equipment and precision transdures and technology services.

As at 31st December, 2001, the Company produced 21 types machine tools in
a total of 236 sets machine tools. Revenue from principal operations amounted
to approximately RMB102,494,000, representing an increase of 12.5% over
that of 2000. Net profit was approximately RMB2,051,000, representing a

decrease of 43% in the same period last year.

W& ARKETL
Sales (RMB’000)

Military (aerospace, weapons, ships etc) 16,760
Metallic Copper (copper, coloured metal) 8,820
Metal forming machineries 7,070
Electricity supply 5,320
Engineering and construction machineries 6,770
Railway 2,290
Hone appliances 4,280
Motor vehicles, Motor Bikes 4,550
Gear and thread cutting machineries 2,240
Others 53,530
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fEHER Hrp 6 e SR R
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% on total % of sales of
sales Sales CNC on the
of boring of CNC same kind
Product types Sales machines machines product
B 8% R Horizontal boring machines 72,490 69.3 673 9.3
5 Hh K Ground boring machine 12,580 12 493 39.2
JAE A 8 K Jig boring machines 11,790 11.3 637 54
a7 BRI L A Vertical and precision
horizontal machining centres 6,370 6.5 637 100
BE o BUEEROR BB R ALK S EF N 23.8% Note: The sales of Computer numerical controlled machines accounted for 23.8% of
the total sales of boring machines.
E i Y S R R T A A
Type of machines % of Market share by turnover
B X g R Horizontal boring machines 30%
4 b 85 K Ground boring machine 10%
P A PR Jig boring machines 95%
BA = s Precision horizontal machining centres 2.3%
(1) TR R 7 17 (1)  Top 5 suppliers
AN T E TR BERER - AR A During the year, the aggregate purchases attributable to the Group’s
1k A 47 7 B I 48R 19 20.60% © five largest suppliers accounted for 20.6% of the Group’s total purchases
for the year.
(2 AKREF (2)  Top 5 customers
AN T H TR %P 2 8 50 2 G During the year, the aggregate sales attributable to the Group’s five
BB AN 26.5% - largest customers accounted for 26.5% of the Group’s total sales for the

year.
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The major problems and difficulties encountered by the Group during 2001

were as follows:

1.

The Company’s productivity is inadequate to meet the demands from
the customers following the market recovery. There is bottle-neck
problem appears in certain production process, which limits the

expansion of production capability and prompt delivery to customers;
Difficulties in modernization of the production process as the Company’s

production process is a batch production mode;

Inventories obsolescence because of the product development in the

previous years which lead to a significant inventory balances;

The account receivables have increased significantly due to keen

competition in the market.

Traditional practices and management of a state-owned enterprise.

During the year, the Company has adopted the following solutions:

Under the proposal in relation to the Company’s technology reform for
2002, the Company will focus on resolution of the bottleneck problem
appears in certain production process in order to expand its production

capability;

To speed up the development on the scientific measures in production
through the product analysis to ensure periodically complete of different

types of products;

The Company will adjust its product mix, promote new products to
meet current demand, increase the percentage of digital control machine
tool sales, develop products in non-machine tools markets and make

efforts to increase selling activities;

To improve the recoverability of account receivables;

Intensifying internal reform and takes its operation to the highest

standard according to the requirement of a modern enterprise system.
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The Company has not issued any new shares since its public offer of new shares
in 1993. The use of the listing proceeds has been in accordance with the
purposes disclosed in the Company’s listing documents. The listing proceeds

have been utilised for the following major purposes:

a. Purchase of imported equipment amounted to HK$57,304,000;

b. Acquisition of equipment within the PRC amounted to
RMB28,380,000;

c. Construction of a large-scale plant amounted to RMB73,260,000;

d. Reimbursement of operating capital amounted to RMB115,000,000.

The balance of the unused listing proceeds, amounted to HK$37,000,000 is
deposited with the banks in China. The Company has not yet decided the plan

for the use of unutilised listing proceeds.

In 1994, the Company made an initial investment of RMB2,000,000 to
establish the Cheng Jiang Machine Tool Accessories Plant (“Cheng Jiang”),
representing a 40% interest in Cheng Jiang’s capital. The factory premises
were completed in 1995. Due to the changes of market conditions, the joint
venture partners decided to change the principal business of Cheng Jiang from
production of spare parts for machine tools to copper products and renamed
the joint venture to Cheng Jiang Copper Products Plant. The Group did not
participate in Cheng Jiang’s financial and operating decision and Cheng Jiang
has ceased production. Such investment had been fully written off in previous

years.
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In accordance with PRC accounting standards, the major change of the financial

B - indicator is as follows:
HH 20014F 20004F 3 () (%)  EEEE
Increase
2001 2000 (decrease) Reasons
AR AR (%)
RMB RMB
mEE 774,442 666,040 16.28  SRATAE I A0 ~ A HEm
Total Assets Bank borrowings increased and profit increased
RMA MR 52,530 44,214 18.80 HRAME 5L M EA T - R B LA [ ik
Long-term liabilities prior year adjustment on retain earning bought
forward due to the charge of accounting policy
e SR 2 499,034 505,943 (1.40) o wH IR A G o B 10100 OR 4 I A1)
Shareholder’s equity prior year adjustment on retained earning brought
forward due to the change of accounting policy
EEEB A 24,968 22,235 12.30 S5 WA
Principal operating income Turnover increased
ERRE 2,051 (42.60)  FABS 30

Net income
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(1)

(2)

(3)

“4)

Finance expenses increased during the year

With the assets restructuring, the Group will adjust its product mix
and diversify its business in the design, development, production and
sales of digital control machine tools, digital scanning machine tools
etc. and the existing product lines of the Group will be expanded to

cover other technologically advanced machinery.

Keeping high level of product quality and improving the product quality.
The production of Horizontal boring machine and the vertical and
precision horizontal machine center and jig boringmachine will become

an important production base of the Group in the future.

The Group enhancing development of digital control machine tools

products through cooperation with other local manufacturers.

The Group will develop non machine tool products technology and to

expand the production scale and capacity.
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(5)  The Group will take advantage of China’s accession to WTO and focus
on its objective “cooperation, absorption, adoption, innovation” and

continue to enforce its productivity;

(6)  Further speeding up the system innovation, management innovation
and technology innovation; to reorganize the asset structures,
organization structure and product structure; to improve the quality of
the staffs and products and to enhance the organization reform in order

to improve the operation economic efficiency;

(7)  Strengthening the internal management on the basis of 2000 version
ISO9001, the Group will increase performance quality of each
department, increase quality of its manufacturing products, increase
quality of services provided to its customers in order to achieve
RMB200,000,000 sales revenue;

(8)  Accelerating compliance of “Rules for Corporate Governance of the Listed
Companies” in order to improve the effectiveness of the corporate

governance of the Company.

During the reporting period, the Board of Directors of the Company held
twelve meetings. The purpose of these meetings were to approve the 2000
annual report, 2001 interim report, to approve those discloseable connected
transactions arose from the assets restructuring entered between the Company
and Xian Jiaotong University Industrial (Group) Incorporation, the acquisition
agreement, the disposal agreement entered between the Company and the
Yunnan Provincial People’s Government and the appointment of the Company’s
Chairman, Vice-chairman, General Manager, Deputy General Manager,
Financial Officer, Chief Engineer, Chief Economist and the Secretary of the

Board of Directors.

During the reporting period, the Board of Directors had acted their statutory

power and duties carefully as provided in the Shareholder’s Meeting.
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Proposed Appropriation Scheme and Transfer to Statutory Surplus Reserve

and Statutory Public Welfare Fund

According to the audited results by Messrs. Deloitte Touche Tohmatsu Shanghai
Certified Public Accountants and Messrs. Deloitte Touche Tohmatsu Certified
Public Accountants, the Group has a profit of RMB2,051,000 in accordance
with PRC Accounting Standards and a profit of RMB8,236,000 in accordance
with Hong Kong Accounting Standards. The profit for the year 2001 is used
to offset losses brought forward. No appropriation, cash dividend or scrip
dividend was proposed by the directors for the year. No transfer was made to

statutory surplus reserve and statutory public welfare fund.

In accordance to the PRC Accounting Standards, the Group has a profit from
principle operation for the year of RMB24,968,000 and a net profit of
RMB2,051,000. In accordance to the HK Accounting Standards, the Group
has a profit for the year of RMB8,236,000. In accordance to the Company’s
Acricle of Association, the profit for the year will be used to set off losses
brought forward. Thus no appropriation and no transfer were made to statutory

surplus reserve and statutory public welfare fund.

No profit appropriation in 2002 and no transfer to statutory surplus reserve

and statutory public welfare fund were suggested.

During the year, the Group made charitable and other donations totalling
approximately RMB7,000.



