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The Group was not involved in any major litigation during the year.

On 12th November, 2001 that the Company entered into the Asset

Restructuring Agreements pursuant to which:

(i)  the Company acquired from Xian Jiaoda Resources Technology
Joint Stock Company Limited the Automatic Machinery
Department Assets, the Intelligence Electrical Department Assets
and an 80% equity interest in Xian Ser Turbo Machinery
Equipment Company Limited at an aggregate consideration of
approximately RMB54,351,000 ;

(i)  the Company acquired from the individual shareholders of Shanxi
Hengtong Intelligence Machine Company Limited (“Hengtong”)
a 90% equity interest in Hengtong at a consideration of
approximately RMB6,108,000;

(iii) the Company acquired from Jiaotong Group certain technical
knowhow at a consideration of RMB26,360,000; and

(iv)  the Company disposed to Yunnan Government the land use rights
for a parcel of land together with 43 buildings erected thereon
and certain inventories including spare parts and components at

a total consideration of RMB91,581,000.

Details of the Assets Restructuring were set out in the announcement
of the Company dated 15th November, 2001 published on Shanghai
Securities Daily in the PRC and Hong Kong Economic Times and Hong
Kong iMail in Hong Kong.

The ordinary resolutions in relation to the Assets Restructuring
Agreement, the Settlement Agreement and the Ongoing Connected
Transactions were approved and passed by the shareholders of the
Company passed in an extraordinary general meeting of the Company
held on 31st December, 2001 were set out in the announcement of the
Company dated 4th January, 2002 published on Shanghai Securities
Daily in the PRC and Hong Kong Economic Times and Hong Kong
iMail in Hong Kong.

The Company is performing the formalities in respect of the acquisition,
disposal and the assignment of the assets. It is expected that the majority
of which will be completed before 30th April 2002. However, the
disposal of the land use rights and premises to the Yunnan Provincial
People’s Government shall be subject to the approval by the relevant
land and housing administrative authorities of Yunnan Province. As
such, the completion date of the transactions will depend on the approval

of the relevant government authorities.
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Implementation of the Assets Restructuring will result in the disposal
of certain ancillary production facilities and non core inventories of the
Group and the acquisition of certain new business of the design,
development, production and sales of computerised embroidery
machines, intelligent electrical appliances, turbo-machinery and other
high-technology products. Upon completion of the Assets Restructuring,
the Group will continue to engage in its existing business in the design,
development, production and sales of digital control machine tools,
digital scanning machine tools, precision measuring equipment and
precision transducers and the existing product lines of the Group will

be expanded to cover other technologically advanced machinery.

The Assets Restructuring constitutes discloseable and connected
transactions of the Company under the Listing Rules. Other than this,
no contract of significance between the Company and its connected

parties existed.

As at 31st December, 2001, there was no significant guarantee provided

by the Company.

1. Designated investments have been arranged with Guo Xin
Securities Company to manage an amount of RMB10,000,000.
The designated period being 24th August, 2000 to 23rd August,
2001. Upon maturity, the principal amount of RMB10,000,000

and an investment income of RMB1,000,000 had been received.

2. Designated investments have been arranged with Guo Tai Jun
An Securities Company to manage RMB50,000,000. The
designated period being 9th March, 2001 to 25th December,
2001. Upon maturity, the principal amount of RMB50,000,000

and an investment income of RMB4,500,000 had been received.

3. Designated investments have been arranged with Beijing Hua
Xin Hui Ja Investment Consultancy Company Limited and
Jiangsu Nin Feng (Group) Incorporation Company Limited to
manage RMB50,000,000. The designated period being 25th
September, 2000 to 25th September, 2001. During the year ended
31st December, 2001, an investment income of RMB3,500,000

had been received.

In August 2001, to maintain the investment market value of
RMB50,160,000, both the Company and Guo Tai Jun An Securities
Company agree to terminate the designated management agreement.
(At that time, the designated assets amounted to RMB50,160,000), such
investment project was directly managed by the Company. As at 31st
December, 2001, an amount of unrealised holding losses of

RMB5,726,000 has been provided for these investments securities.
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The above designated investments and the participation in the securities

market have been approved by the Board of directors.

In accordance to the confirmation made by the Jiaotong Group on
“Related party transactions and the avoidance of similar industry
competition”, the Jiaotong Group did not engage in any similar industry
or businesses and to avoid itself and its subsidiaries to engage in any
similar industry or businesses of the Company in the future operating

activities.

Messrs. Deloitte Touche Tohmatsu Shanghai Certified Public
Accountants and Messrs. Deloitte Touche Tohmatsu have acted as
auditors of the Group since its incorporation. A resolution will be
submitted to the Annual General Meeting of the Group to re-appoint
them as auditors of the Group for the year ended 31st December, 2002.
During 2000 and 2001, the Company has paid audit fees amounted to
RMB780,000 and RMB1,280,000 respectively.

The Company’s 1st extraordinary general meeting announcement and
the Board’s resolutions annoncement in 2001, Supervisory Committee
resolutions announcement have been published in “Shanghai Securities
Daily” in the PRC and “Hong Kong Economic Times” and “Hong Kong
iMail” on 30th July 2001 and 1st August 2001 respectively; the assets
restructuring, discloseable and connected transactions announcement,
Board resolutions announcement, Supervisory Committee resolutions
announcement has been published in “Shanghai Securities Daily”, “Hong
Kong Economic Times” and “Hong Kong iMail” on 14th November
2001. The Company’s 2nd extraordinary general meeting announcement
has been published in “Shanghai Securities Daily” in the PRC and “Hong
Kong iMail” and “Hong Kong Economic Times” on 4th January, 2002.
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As st 31st December, 2001, the Company has no outstanding similar
rights and there has been no exercise of convertible securities, options ,

warrants or similar rights during the year.

There was no purchase, sale, redemption or cancellation of the Company’s
listed securities by the Company during the year ended 31st December,
2001.

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the PRC which would oblige the

Company to offer new shares on a pro-rata basis to existing shareholders.

Except the four directors, Mr. Liang Wenxuan, Mr. Li Ming de, Mr. Sun
Xiaoliang and Ms Dong Juan, whose once failed to attend the meeting
of the Board of Directors by themselves, the director of the Company
has complied throughout the reporting period with the Code of Best
Practice as set out in Appendix 14 of the Rules Governing the Listing

of Securities on the Stock Exchange of Hong Kong Limited.

The Board of Directors will make a separate announcement on the date

of the annual general meeting to be held.

The summary of annual results for 2001 were published in Chinese and
English simultaneously on Shanghai Securities Daily in the PRC and
Hong Kong Economic Times and Hong Kong iMail in Hong Kong on
10th April, 2002. The annual results for 2001 were also simultaneously
published on the internet website designated by China Securities
Supervision and Administration Committee and on the internet website
designated by the Stock Exchange of Hong Kong Limited. The internet
address is http://www.sse.com.cn and http://www.hkex.com.hk

respectively.
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