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Deloitte
Touche
Tohmatsu

JIAODA KUNJI HIGH-TECH COMPANY LIMITED

To the Shareholders of

Jiaoda Kunji High-tech Company Limited

(Formerly Known As: Kunming Machine Tool Company
Limited)

We were engaged to audit the accompanying balance sheet of
Jiaoda Kunji High-tech Company Limited as as 31st December,
2001 and the related statements of income profits appropriation
and cash flows of the Company and the Group for the year ended.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. We
conducted our audit in accordance with Independent Auditing
Standards for Chinese Certified Public Accountants. Our audit
included such tests of the accounting records and such other
auditing procedures as we considered necessary in the practical
circumstances of the Company.

In our opinion, such financial statements are prepared in
conformity with “Accounting Standards for Business
Enterprises” and “Accounting System for Business Enterprises”
and, in all material respects, present fairly the financial position
of the Company and the Group as at 31st December, 2001 and
the results of its operations and cash flows for the year then
ended. The accounting policies adopted follow the consistency
principle.

Deloitte Touche Tohmatsu Shanghai CPA
Chinese Certified Public Accountant
Hu Fan

Jiang Qian Qian
Shanghai China

9th April, 2002
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BALANCE SHEET

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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At 31st December, 2001
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ASSETS
CURRENT ASSETS:
Bank balances and cash
Short-term investments
Bills receivable
Accounts receivable
Other receivables
Prepayments
Inventories
Prepaid expenses
Other current assets

TOTAL CURRENT ASSETS

LONG-TERM INVESTMENTS:
Long-term equity investments

FIXED ASSETS:
Fixed assets at cost
Less: Accumulated depreciation

FIXED ASSETS,
NET BOOK VALUE

Less: Provision for impairment
loss

FIXED ASSETS, NET
REALISABLE VALUE

CONSTRUCTION IN PROGRESS,

NET REALISABLE VALUE
Unsettled disposal of fixed assets

TOTAL FIXED ASSETS

INTANGIBLE AND OTHER ASSETS

Intangible assets
Long-term deferred expenditures

TOTAL INTANGIBLE AND
OTHER ASSETS

TOTAL ASSETS

Notes

12

13

13

13

13

14

15

2001 2001 2000

A b ~ ] |
Consolidated Company Company
A R ¥ AR AR
RMB RMB RMB
153,538,588 151,877,168 184,118,483
42,129,951 42,129,951 10,685,174
1,908,000 - -
41,252,568 37,670,112 18,145,905
18,178,945 16,720,412 2,536,914
5,631,055 1,438,587 -
162,261,021 153,351,208 172,649,763
399,554 126 -

- - 34,656
425,299,682 403,187,564 388,170,895
13,404,883 22,843,069 -
346,219,439 322,695,527 310,590,096
109,100,355 104,516,466 98,910,570
237,119,084 218,179,061 211,679,526
2,722,991 2,722,991 2,722,991
234,396,093 215,456,070 208,956,535
35,073,817 35,031,717 35,641,361
164,172 164,172 82,013
269,634,082 250,651,959 244,679,909
66,102,919 66,102,919 25,896,111
- - 7,293,197
66,102,919 66,102,919 33,189,308
774,441,566 742,785,511 666,040,112
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BALANCE SHEET (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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At 31st December, 2001
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LIABILITIES AND

SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Short-term loans

Accounts payable

Advances from customers

Payroll payable

Accrued welfare

Taxes payable

Other payables

Accrued expenses

Long-term loans due
within one year

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:

Long-term loans
Long-term payable
Specific project payable
Deferred gain

TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES

MINORITY INTEREST

SHAREHOLDERS' EQUITY:

Share capital
Capital reserves
Surplus reserve

Including: Statutory public
welfare fund

ﬂiﬁiﬁﬂ il ff'iﬁ‘ Unappropriated profits

KHERR I IR E Unrecognized investment loss
2PN

JRE AR 72 5 5T TOTAL SHAREHOLDERS' EQUITY

B R BR TOTAL LIABILITIES AND

ME 5 AT SHAREHOLDERS' EQUITY

B 5 2 B 53R 3R 1 A L 43
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Notes

16
17
18

19
20
21
22

23

25
26

27
28
29

29

2001 2001 2000

7 b ) Al
Consolidated Company Company
A R ¥ AR#T A R ¥
RMB RMB RMB
120,200,000 120,000,000 80,200,000
10,165,500 7,766,799 4,540,138
28,519,829 17,355,298 14,521,237
3,416,690 3,416,690 2,976,542
1,328,734 563,742 913,576
14,253,232 12,895,557 2,483,254
30,111,143 15,463,576 8,648,465
2,154,690 1,540,560 1,600,000
10,552,523 10,552,523 -
220,702,341 189,554,745 115,883,212
34,102,437 34,102,437 43,800,000
4,050,971 4,050,971 -
2,065,806 2,065,806 414,258
12,310,986 12,310,986 -
52,530,200 52,530,200 44,214,258
273,232,541 242,084,945 160,097,470
2,174,438 - -
245,007,400 245,007,400 245,007,400
305,280,480 305,280,480 305,280,480
16,812,656 16,812,656 16,812,656
8,406,328 8,406,328 8,406,328

(66,399,970)

(66,399,970)

(61,157,894)

(1,665,979)
499,034,587 500,700,566 505,942,642
774,441,566 742,785,511 666,040,112

Notes are an integral part of financial statements.
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STATEMENT OF INCOME AND APPROPRIATION

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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For the year ended 31st December, 2001
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ITEMS

Items it &t
Notes

Principal operating revenue 30

Less: Principle operating cost 30

Principal operating profit
Add: Income from other operations 31
Less: Operating expenses

Administrative expenses

Financial expenses 32

Operating (loss) profit

Add: Investment income 33
Subsidy income 34
Non-operating income 35

Less: Non-operating expenses 36

Profit before income taxes
Less: Income taxes 37

Net profit
Add: Accumulated losses at the
beginning of the year
Adjustment for accumulated 3
losses at the beginning of the year

Loss available for distribution
to shareholders

Accumulated losses carried forward

SUPPLEMENTAL INFORMATION:

2001
G F
Consolidated
2001

Lo et A S R R A A -

Profit from change accounting estimation

Wi & 2 i - 3R A AL AT 2

2001 2000

& 1t /5 ]
Consolid‘ateé Companl
AR ¥ VNE
RMB RMB
102,493,975 91,071,498
77,526,169 68,836,883
24,967,806 22,234,615
599,645 691,217
5,522,625 6,179,330
17,533,853 19,109,493
4,872,072 (3,917,862)
(2,361,099) 1,554,871
3,273,201 540,000
1,700,000 1,325,029
14,646,831 311,679
15,207,812 155,290
2,051,121 3,576,289
2,051,121 3,576,289

(61,157,894)

(7,293,197)

(61,339,595)

(3,394,588)

(66,399,970)

(61,157,894)

(66,399,970)

(61,157,894)

2001
AT
Company
2001

2000
A
Company
2000

Notes are an integral part of the financial statements.
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STATEMENT OF INCOME AND APPROPRIATION (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS

A T B VR ﬂﬂ%qzﬂjﬁﬁfﬁ T i Return on net assets and earnings (loss) per share through overall dilution and
KRl s (R 48)

weighted average methods

5 W dt % BB s 1) dican
Return on net assets Earnings (loss) per share
et A EEEEE MY 2 e
Profit for the reporting period Overall Weighted Overall Weighted
dilution average dilution average
ARMT  AR¥T ARWT ARWT
RMB RMB RMB RMB
F 8 TR Principal operating profit 5.000 5.000 0.102 0.102
CEd Fi Operating loss (0.471) (0.471) (0.010) (0.010)
3 I Net income 0.409 0.409 0.008 0.008
FIER I R R AR R Net loss after deduction of
SR | non-recurring operation (1.614) (1.595) (0.033) (0.033)
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CASH FLOW STATEMENT

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS

& 200141231 H 1L F
For the year ended 31st December, 2001
2001 2001 2000
THH Items Wit it & YNEG| A F
Note Consolidated Company Company
AR AR AR
RMB RMB RMB
BEGHELNB AR E CASH FLOW FROM OPERATING
ACTIVITIES
SHE T - RS Cash received from sales of goods
W3 i B 4 and rendering of services 102,368,077 102,368,077 120,179,158
W B Y A BELAR 7 3 ) Other cash received relating
HERKHE 4 to operating activities 4,096,723 4,096,723 7,579,173
HA& WA NG SUB-TOTAL OF CASH INFLOW 106,464,800 106,464,800 127,758,331
BEE o XA Cash paid for goods
ok and services 62,051,242 62,051,242 57,811,351
SN AN @ N Cash paid to and on behalf
AT B4 of employees 35,968,645 35,968,645 40,686,380
AT A TER 2 Payments of all types of taxes 8,521,599 8,521,599 5,862,650
SO YA BLAR 7 3 Cash paid relating to
AHEMB & operating activities 38 13,612,091 13,612,091 10,464,223
B& W /N SUB-TOTAL OF CASH OUTFLOW 120,153,577 120,153,577 114,824,604
BEEEELANE S NET CASH (OUTFLOW) INFLOW
() AEA FROM OPERATING ACTIVITIES (13,688,777)  (13,688,777) 12,933,727
REEHEAME SR E CASH FLOW FROM INVESTING
ACTIVITIES
B A 65 T i B 1Y B4 Cash received from acquisition
of business 39 3,550,647 3,550,647 -
B AT W PR B Cash received from acquisition
of subsidiaries 39 1,661,420 - -
i Z2 5% S T I 1) 87 4 Cash received from return
of investments - - 540,000
BE U ATl el f B4 Cash received from investment income 4,500,000 4,500,000 -
I [m SR AT A7 3K Refund of deposits placed with banks 23,181,800 23,181,800 83,473,800
T 3OR Bl A Interest income received from deposits 2,082,035 2,082,035 3,311,969
JE B T Y Net cash receipts from sales of fixed
A= 0 7 T e 9 assets, intangible assets and
B other long-term assets 570,171 570,171 122,204
HA& WA NG SUB-TOTAL OF CASH INFLOW 35,546,073 33,884,653 87,447,973
EE e G - MVEE Cash paid to acquire fixed assets,
AR 0 8 T St intangible assets and other
B4 long-term assets 25,285,896 25,285,896 11,709,584
BE TS AT B8 Cash paid to acquire investments 37,171,576 37,171,576 10,685,174
TETRERAT & A 3K Time deposit placed with banks - - 62,424,000
B & W /NG SUB-TOTAL OF CASH OUTFLOW 62,457,472 62,457,472 84,818,758
REE T EA M S NET CASH (OUTFLOW) INFLOW
() ARAR FROM INVESTING ACTIVITIES (26,911,399)  (28,572,819) 2,629,215
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CASH FLOW STATEMENT (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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Items

CASH INFLOW FROM
FINANCING ACTIVITIES

Cash received from borrowing

Cash received on interest subsidy

Cash received relating to other
financing activities

SUB-TOTAL OF CASH INFLOW

Cash repayment of amounts borrowed
Cash paid for distribution of dividends
on profits and for interest expenses

SUB-TOTAL OF CASH OUTFLOW

NET CASH INFLOW FROM
FINANCING ACTIVITIES

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES ON CASH

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

SUPPLEMENTAL INFORMATION

RECONCILIATION OF NET PROFIT
TO CASH FLOW FROM
OPERATING ACTIVITIES:

NET PROFIT

Add: Depreciation of fixed assets

Amortisation of intangible assets

Decrease in accrued expenses

Gains on disposal of fixed assets,
intangible assets and other
long-term assets

Loss on fixed assets disposal

Financial expenses

Gains arising from investments

Increase in inventories

(Increase) decrease in operating receivables
(Decrease) increase in operating payables

Loss on inventory disposal

Net cash (outflow) inflow from
operating activities

INVESTING AND FINANCING
ACTIVITIES NOT INVOLVING

IN CASH RECEIPTS AND PAYMENTS

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

Cash at the end of the year

Less: cash at the beginning

Net (decrease) increase in cash
and cash equivalents

) 2001 2001 2000
Witk A A ]
Note Consolidated Company Company

ARH AR ¥ ARH
RMB RMB RMB
90,000,000 90,000,000 114,000,000
- - 4,400,000
1,651,550 1,651,550 -
91,651,550 91,651,550 118,400,000
50,200,000 50,200,000 31,000,000
8,249,469 8,249,469 3,581,592
58,449,469 58,449,469 34,581,592
33,202,081 33,202,081 83,818,408
- - (120,078)
(7,398,095)  (9,059,515) 99,261,272
2,051,121 2,051,121 3,576,289
15,492,289 15,492,289 15,408,189
604,658 604,658 1,007,396
(320,000) (320,000) 600,000
(14,646,831)  (14,646,831) -
175,417 175,417 55,878
5,218,609 5,218,609 (3,946,027)
(3,273,201)  (3,273,201) (540,000)
(20,285,081)  (20,285,081)  (13,851,311)
(13,549,122)  (13,549,122) 4,267,514
(128,394) (128,394) 6,355,799
14,971,758 14,971,758 -
(13,688,777)  (13,688,777) 12,933,727
4,264,181 4,264,181 -
40 114,296,388 112,634,968 121,694,483
121,694,483 121,694,483 22,433,211
(7,398,095)  (9,059,515) 99,261,272

Notes are an integral part of the financial statements.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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Jiaoda Kunji High-Tech Company Limited (formerly known as Kunming
Machine Tool Company Limited) (“the Company”) was established in
the Mainland People’s Republic of China as a sino-foreign joint stock
limited company as part of the reorganisation of a state owned enterprise
known as Kunming Machine Tool Plant (“KMT Plant”). Pursuant to
the reorganization, the operations, assets and liabilities of KMT Plant
were divided between the Company and Kunming Kun Ji Group
Company (“Kun Ji Group Company”). The Company was established
on 19th October, 1993. The Company’s A shares and H shares have
been listed on the Shanghai Securities Exchange in Shanghai and The
Stock Exchange of Hong Kong Limited in Hong Kong respectively.
The Company is engaged principally in the design, development,
production and sale of machine tool, precision measuring equipment

and precision transducers.

On 25th December, 2000, Xian Jiaotong University Industrial (Group)
Incorporation (“Jiaotong Group”) entered into an agreement with
Yunnan Provincial People’s Government (“Yunnan Government”), the
Company’s former controlling shareholder whereby Yunnan Government
would transfer a 29% interest of 71,052,146 state-owned shares in the
Company to Jiaotong Group. The Ministry of Finance Signed Approval
of State-owned shares transfer of Jiaoda Kunji High-tech Company
Limited (Cai Qi {20011 No. 283), and approved the share transfer. Upon
completion of share transfer procedure on Sth June, 2001, Jiaotong

Group became substantial shareholder of the Company.

Pursuant to extraordinary general meeting of the Company held on 31st
December, 2001, the assets restructuring was approved by the Company’s
Shareholders. After the assets restructuring, the Company changed from
a traditional machinery manufacturing company which focused on
production of machine tools to a high-tech and diversified production

company.

With effective from 29th March, 2002, the Company uses the name
“Jiaoda Kunji High Tech Company Limited 38 K B # R} 4% B 4 4 B
N
Ly H)
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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Accounting Policy

The financial statements have been prepared in accordance with
“Accounting Standards for Business Enterprises” and “Accounting

System for Business Enterprises”.
Accounting Fiscal Year

The accounting year of the Company commences on 1lst January and

ends on 31st December each year.

Reporting Currency

The reporting currency of the Company is Renminbi (“RMB”).
Recording Principles and Accounting Basis

The Company adopts the accrual basis as the basis of accounting and

the historical cost as the principle of valuation.
Foreign Currency Translation

Transactions in foreign currencies are translated at the market exchange
rates (middle rate), ruling on the dates of the transaction. Monetary
assets and liabilities denominated in foreign currencies are re-translated
into RMB at the market exchange rates (middle rate) ruling on the
balance sheet date. Profits and losses arising on exchange are included
in financial expenses apart from those relating to the construction in

progress.
Basis of Consolidation
1. Consolidation scope

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December each year. A subsidiary is an enterprise in which the
Company, directly or indirectly, holds more than half of the equity,
or where the Company controls the operation of the investee

enterprise via other methods.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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Basis of Consolidation (Continued)
(2) Consolidation method

The accounting policy used by subsidiaries are agreed with that

used by the Company.

The result of subsidiaries acquired during the year are inlcuded
in the consolidated income statement from the effective date of

acquisition, as appropriate.

All significant intercompany transactions and balances between

group enterprises are eliminated on consolidation.

Cash equivalents

Cash equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash and which are within three

months of maturity and subject to limited risk on changes in value.
Accounting for Bad Debts
1. Recognition criteria for bad debt

The irrecoverable amount of a bankrupt debtor after pursuing
the statutory recovery procedures; the irrecoverable amount of a
debtor who has died and has insufficient estate to repay and/or
any obligatory undertakings; the irrecoverable amount,
demonstrated by sufficient evidence, of a debtor who does not

comply with his/her repayment obligation after the debt fall due.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS
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2. Accounting for bad debt

Provision for bad debts is made using provision method based on

aging analysis.

The provision percentage is reasonably estimated based on the
past experiences of management of the Company, the financial
position and cash flows condition of the relevant debtor, as well

as other relevant information.

The estimated bad debt loss percentage excluding special provision

is as follows:

Accounts Receivable Age Estimated provision %

Within 1 year (including 1 year) 5%

1 to 2 years 50%

Over 2 years 100%
Inventories

Inventories are stated at historical cost. Cost comprised direct materials,
direct labor, direct overhead related to the goods produced and service
provided, and allocation of indirect overhead incurred for production

and provision of services.

Inventories include raw material, work in progress, finished goods, goods
in transit and low value consumables. The cost of inventories is calculated
on the weighted average cost method. Low value consumables are fully

charged to cost when they are issued.
Provision for Loss on Realization of Inventories

Provision for loss on realization of inventories is made when the net
realizable value is lower than the cost. Provision for loss on realization
of inventories is provided as the difference between the carrying amount
and the net realizable value of specific item of inventory. Net realizable
value represents the estimated selling price less the estimated cost of
completion and the estimated costs to be incurred in marketing, selling

and distribution, in general operation.
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Short-term Investment

A short-term investment is an investment that is readily realizable and

is intended to be held for not more than one year (including 1 year).

Short-term investment is stated at historical cost, which represents total
amount paid to aquire the investment including taxes, commissions and
other relevant expenses. Any cash dividends which have been declared,
but unpaid or unpaid interest on bands which has been accrued at the

time of acquisition should be accounted for separately as receivable items.

Cash dividends or interest of a short-term investment should be used to
reduce the carrying amount of an investment when they are actually
received, except for those recorded in “dividend receivable” or “interest

receivable”.

Short-term investment are recorded at lower of cost and market value at
the end of each period. Provision for impairment on short-term
investment should be recognized according to the investment

collectively.

On disposal of a current investment, the difference between the carrying
amount and the actual amount received for the current investment are

recognized as an investment gain or loss in the current period.
Long-term Investment
(1)  Accounting for long-term investment

Long-term equity investment is recorded at its initial cost on

acquisition.

The cost method are used to account for long-term equity
investments when the Company does not have control, joint
control or significant influence over the investee enterprise. The
equity method are used to account for long-term equity
investments when the Company can control, joint control or has

significant influence over the investee enterprise.

When the cost method is adopted, the amount of investment
income recognized by the investing enterprise is limited to the
amount distributed out of accumulated net profits which arise
after the investee enterprise has accepted the investment from
the investing enterprise. The amount of profits or cash dividends
declared by the investee enterprise in excess of the above threshold
are treated as return of investment cost, and reduce the carrying

amount of investments (in the investors’ records) accordingly.
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Long-term Investment (Continued)

(1)

(2)

Accounting for long-term investment (Continued)

When the equity method is adopted, the investment income are
the part of the investee’s net income (loss) for the year owned by

the investor.

When the equity method is adopted, the difference between the
initial cost of the investment and the investors’ share of owners’
equity of the investee enterprise are treated as equity investment
difference and are amortized evenly over 10 years and recognized

in the income statement accordingly.
Provision on impairment loss on long-term investment

If the recoverable amount of any investment is lower than the
carrying amount of that investment as a result of a continuing
decline in market value or changes in operating conditions of the
investee enterprise, provision should be made for the difference
between the recoverable amount and the carrying amount of the
investment. The recoverable amount is the higher of the net sales
price and the estimated cash-inflow from holding the investment

until its maturity.

Fixed Assets and Depreciation

Fixed assets include buildings, plant, machinery and equipment,

transportation equipment and other equipment, tools having useful lives

over one year and used in production and operation. Other major

equipment which are not used in production or operation but with unit

value over RMB 2,000 and having useful lives over two years are

recognized as fixed assets.
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Fixed Assets and Depreciation (Continued)

Fixed assets are stated at historical cost. Depreciation is provided to
write off the cost of fixed assets less their estimated residual value over
their estimated useful lives from the month after they are put into

operation, using the straight-line method at the following rates per

annum:
Estimated Annual

useful lives  depreciation rates

Buildings 40 2.5%
Plant and machinery 12-50 2%-8%
Furniture, fixture and equipment 10-14 6%-10%
Motor vehicles 10-14 6%-10%

The depreciation policy for assets held under finance bases are consistent
with that for owned assets. If there is reasonable certainty that the lease
will obtain ownership at the end of lease, the asset should be depreciated

over the shorter of the lease term and the life of the asset.

Provision on impairment loss on fixed assets

The Company recognizes an impairment loss on fixed assets when
evidence indicates that realizable value fall lower than book value.
Measurement of the impairment loss is based on the recoverable or usable
value. Realizable value are the higher of (i)net sales price and (ii) the
estimated future cash inflow from using the fixed assets and the disposal

income at the end of their useful life.
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Construction in progress
Construction in progress is stated at cost.

Cost comprises construction expenditure incurred during the
construction period, capitalized interest, exchange gains or losses and
other relevant expenses. Cost on completed construction works is
transferred to other categories of fixed assets. No depreciation is provided

on construction in progress.

At the period end, based on the investigation on each construction in
progress, if there exists (1) construction in progress has been ceased for
construction for a long period of time and no re-commencement of work
is expected in the future 3 years, (2) construction in progress was
technically and physically obsolete and its economic benefits to the
Company are uncertain, (3) other evidences can prove the existence of
the circumstance of the decline in value on construction in progress.
The difference of the recoverable amount and the carrying amount of
construction in progress can be made as the provision on impairment

loss on construction in progress.
Intangible Assets

Intangible assets are recorded at its total consideration paid on

acquisition.

Costs of acquiring industrial property and know-how are amortized
evenly over the terms as stipulated in the contract or the agreement
from the date the Company entitle to the benefit of the industrial

property and know-how.

Land use right are amortized evenly over the terms of the contract from

the date the Company obtains the certificate of land occupancy rights.

Usage right to staff quarter is amortized evenly during its benefiting

period.

The Company recognizes an impairment loss on intangible assets when
evidence indicates that realizable value fall lower than book value.
Measurement of the impairment loss is based on the recoverable or usable
value. Realizable value are the higher of net sales price and the estimated
future cash inflow from using the intangible assets and the disposal

income at the end of their useful life.
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Borrowing Cost

Interest incurred in connection with specific borrowings for the purchase
of fixed assets, and amortization of discounts or premiums relating to,
ancillary costs and exchange differences arising from those specific
borrowings, are capitalized as part of the cost of the fixed assets before
the relevant fixed asset being acquired or constructed is ready for its
intended use according to the capitalization principle of borrowing cost.
Interest incurred in connection with, amortization of discounts or
premiums relating to, and exchange differences arising from other
borrowings should be recognized as an expenses in the period in which

they are incurred.
Revenue

Revenue from sales of goods is recognized when the Company has
transferred to the buyers the risk and ownership of the goods; and the

Company received or has the right to collect the sales proceeds.

When the provision of services is started and completed within the same
accounting year, revenue are recognized at the time of completion of
the services. When the provision of services is started and completed in
different accounting years and the outcome of a transaction involving
the rendering of services can be estimated reliably, the Company
recognizes the service revenue at the balance sheet date by the use of the
percentage of completion method. Otherwise the Company recognizes
the costs incurred and expected to be recoverable as revenue and charge
an equivalent amount of cost to the income statement. If the cost incurred

is not expected to be recoverable, no revenue is recognized.

Revenue from assets used by other parties is recognised when relevant
economic interest is realizable and the amount of revenue can be measured

precisely.
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Finance Leases

A finance lease is a lease that transfers in substance all the risks and
rewards incidental to ownership of an asset. At the inception of a lease,
leased asset are recorded at an amount equal to the lower of the carrying
amount of the leased asset originally recorded in the books of the lessor
and the present value of the minimum lease payments, and recognize a
long-term liability at an amount equal to the gross amount of the
minimum lease payments. The difference between the recorded amount
of the leased asset and the liability should be recognized as unrecognized
finance charges. Unrecognized finance charge are allocated to each period

over the lease term in accordance with straight-line method.
Sale and Leaseback Transactions

Finance lease result from sale and leaseback transactions, any difference
between the sales proceeds and the original carrying amount of the assets
involved are deferred and amortised as an adjustment to depreciation
according to the depreciation pattern of the leased asset. Operating lease
results from sale and leaseback transactions, any difference between the
sales proceeds and the original carrying amount of the amount involved
are deferred and amortised according to the proportion of the lease
payments during the lease term. Other accounting treatment is based
on the finance leases policy above and the regulation of operating leases

of Accounting Standards for Business Enterprises-Lease.
Income taxes
Income taxes are recorded on an accrued basis.

The charge for taxation is based on the accounting income for the period
adjusted in accordance with the relevant requirements of related tax

laws and regulations.
Tax Refund

Tax refund is recorded in current year’s profit when actual receipts incur.



MEBREME (&)

2 B S 5% B AR R R B S R
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH PRC ACCOUNTING STANDARDS

N AT B il 4 2 B TR
R4 B4 O BA € 12000125 5% 30 <R
ENEE (> 2EEr il B R En) > B e
[2001 1595 3C CBA A B U e (£ FE o it
il BE YA B R SR AT 4 e FEL A R ) >
FHE20014E1 7 1 H BATH A (26
B B A (s 2 g wh e 1) K HoA
FERLAE > BN F120004F B BAFS R YL AN
BRI > ¥ IN20004F ) 2
FHER A N R¥3,394,58870 » W20 [
EEEFHEANR2,722,9917C > W
DR TEFHEAOAREGT1,597
JTE °

MR8 412000187855 3C > 2 B BUER
CBH A A 3645 7 i BE i o A B A S
i FE R RE A A ) () >
N EAE R > ERIAED
BEIPIACE ) > TE I REAT DA
AR E R BN A A ER > ol Dk
CHRTY B RR A2 R HE ) A 40 B AL
H BE 3 2001 4F4E ) B HEEE AR
7,293,197 7 °

BER

WA 17 % w1 S B IEBL - %
LT THBLAR B BR AR

BER

BB WA S %A -
FRris iR

AR S AR R 20 R B S e 5 A 2

WA B 1199419801758 3C » 2\ 7 fr 8
BB BRI 15% -

The Company adopted “Accounting Principle for Business Enterprises”
before 1st January, 2001. Since 1st January, 2001, based on Cai Kuai Zi
[20001 No. 25 “Notice on issuing ‘Accounting Principle for Business
Enterprises’” and Cai Kuai Zi {2001} No. “Regulation on Connection
Issues of Implementing ‘Accounting Principle for Business Enterprise’
from Ministry of Finance, the Company has adopted new “Accounting
Principle for Business Enterprises”, “Accounting Standards for Business
Enterprise” and supplementary regulations. As a result, impairment loss
of about RMB 2,722,991 and about RMB 671,597 has been made
respectively on opening net book value of the year of fixed assets and
construction in progress. Thus accumulated loss at the beginning of
2001 increased about RMB 3,394,588.

Based on Cai Qi {2000} No. 878 and “Notice on Accounting Processing
for Enterprise Housing System Reform Issues” (hereinafter referred to
as “the Notice”), from Ministry of Finance, profit and loss arising from
selling public-owned house can be recorded as non-operating income/
expense in the current period. Retained earning at the beginning of the
year can be adjusted with profit and loss amount arising from approved
selling public-owned house before the implementation of the Notice.
Thus accumulated loss at the beginning of the year increased by about
RMB 7,293,197.

Value Added Tax

Output value added tax is calculated at 17% of the revenue, and paid

after deducting input value added tax.

Business Tax

Business tax is calculated and paid at 5% of operating income.
Income Tax

According to the notice of Cai Shui Zi (1994) No. 017 jointly issued by
the Ministry of Finance and the State Administration of Taxation, the

applicable income tax rate of the Company is 15%.
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VUL FRAT R 2,000,000
B B
ARA
(79 ZFER )
Xiao Ser Turbo
Machinery Equipment
Company Limited
(“Xian Ser”)

I R it 600,000
A PR 7]
(TBevy 2l
Shaanxi Hengtong
Machine Company
Limited

(“Shanxi Hengtong”)
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The details of all the Company’s subsidiaries acquired in the current

year are as follows:

Jir At
i Y g | &
Company’s  Scope of Business Consolidation
investment Yes (No)

and proportion

of equity
interest
A B 5i%
RMB/%
1,600,000/80% WA ME M T2 - v AESE B - T
JEE A M LS WM~ T R S Yes
WAFRIRE R SR - BB R AR
B TR WA TR - AR
(R &R & HOR BT B 38 - Bp A
R -
Design, develop and sales
of turbo-machinery
540,000/90%  WETEBM - WP - BT E M P

o oS 5 R A Yes
TR B 007 B BE 5 00 A RS

BEHB R A E - 85 -

Develop and sale of manufacturing

moulds, machinery, equipment,

electronic products, software and hardware

On 31st December, 2001, the Company acquired 80% of interest of
Xian Ser from Xian Jiaoda Resources Technology Joint Stock Company
Limited (“Jiaoda Resources”), 90% of interest of Shanxi Hengtong from
Lu Bingheng, Luo Jianbin, Li Dichen, Ding Yucheng, Ma Xiachuai.
The acquisition date was based on approval of shareholders, PRC law
and regulations and legal opinions issued by the PRC legal firm with

securities practice qualification.

Since 31st December, 2001, all the subsidiaries stated above have been

included in the consolidation.
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Cash on hand

RMB
HKD
USD

DEM

Bank

RMB

HKD

USsD

Time Deposit of
HKD (note 1)

Other currency (note 2)

RMB

AR Hor s 2 BHAE 330,000,000 TT(
o ANRN31,818,0007T)E AR 4

A5 R o

FE2 o HA B W A AR R SR R R

I8 o

BEREETRE Stock and fund investment

JRE SR R 4 3 v A T A B BB R
G B oy N R W547,856,75070 » 1R
AT EFEHT S EES AR

42,129,9517C °

T e B 5% T B A T 98 P A TR
TE A PR 200112 H31 HiER L5

BT -

SIS

Foreign

currency

21,219
6,384
12,994

3,772,385
39,103

37,000,000

2001
RS
Exchange

Rate

1.0606
8.2766
3.2425

1.0606
8.2766

1.0606

2000

AR AR #oc
RMB RMB
Equivalent Equivalent
472,574 45,433
22,505 22,505
52,840 52,840
42,134 42,134
102,238,453 83,673,007
4,000,992 43,645,472
323,640 322,266
39,242,200 -
7,143,250 56,314,826
153,538,588 184,118,483

Note 1: Time deposit of HK dollar amount to HKD 30,000,000 (equals to RMB
31,818,000) has been pledged to secure short-term loan.

Note 2: Other currency are deposits in stock companies.

Capital
NESE
RMB

47,856,750

2001
AR e A
Provision for
impairment
ANR#T
RMB

5,726,799

SO T 8 B
Book
value

AR #or
RMB

42,129,951

2000
I T A (L
Book
value
NSE
RMB

10,685,174

Including in the equity investment are marketable shares amounting
RMB 47,856,750 whose market values on 31st December, 2001 were
totally about RMB 42,129,951.

The year end market value used in the provision for impairment was

from closing price of stock exchange on 31st December, 2001.
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JE SR R R B 4 BT AN T The aging analysis of accounts receivable is as follows:
2001
s
Consolidated
B pl BUREA  IRWEE
Bad debt Net
Amount % provision value
ANR#T ARMITE ARBT
RMB RMB RMB
RPN Within lyear 38,774,514 63 6,127,498 32,647,016
1% 24F 1-2 years 14,527,988 23 7,514,498 7,013,490
ZEE 2-3 years 448,584 1 391,081 57,503
3R E Over 3 years 8,033,507 13 6,498,948 1,534,559
T Total 61,784,593 100 20,532,025 41,252,568
2001 2000
& A
Company Company
eH 0 WH SRER  REHEE eH W BREE  REEE
Bad debt Net Bad debt Net
Amount % provision value Amount % provision value
AR #T AR#ET ARET ARKIL AR#T  AR#T
RMB RMB RMB RMB RMB RMB
1EBAA Within lyear 33,664,862 64 3,717,303 29,947,559 21,798,513 64 5,558,172 16,240,341
1524 1-2 years 11,261,326 20 5,110,836 6,150,490 216,045 1 76,104 139,941
2% 34 2-3 years 182,736 1 145,232 37,504 2,422,208 7 871,085 1,551,123
34U L Over 3 years 8,033,507 15 6,498,948 1,534,559 9,470,437 28 9,255,937 214,500
fat Total 53,142,431 100 15,472,319 37,670,112 33,907,203 100 15,761,298 18,145,905
20015 12H31H » RS L4 As at 31st December, 2001, balances of the 5 largest accounts receivable
HWWMTF : are as follows:
HIl T 44 K e 3 ik B WA B 0 < L 191
Total amount of the 5 largest debtors Percentage in total accounts receivable
VN
RMB %
14,346,752 23
JHE AT B R AR A P 4 N S % L b No balance due from shareholders whose shares exceed 5% (including
596) A TR B XK © 5%) of the total shares of the Company.
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J At R OR BR B A AT BN T The aging analysis of other receivables is as follows:
2001
o
Consolidated
B Bl SURMEME  IRWEE
Bad debt Net
Amount % provision value
AR AR¥IT  ARW¥T
RMB RMB RMB
14E DL A Within 1lyear 16,000,757 87 — 16,000,757
1% 24F 1-2 years 1,507,498 8 98,261 1,409,237
2% 34 2-3 years 124,541 1 43,961 80,580
34EDL B Over 3 years 688,371 4 = 688,371
o Total 18,321,167 100 142,222 18,178,945
2001 2000
A A
Company Company
S8 WH SRR REEE SH WO SRER  RmEE
Bad debt Net Bad debt Net
Amount % provision value Amount % provision value
AR¥T ARWT  AR#T ARKIL ARWT  AR¥T
RMB RMB RMB RMB RMB RMB
14E DA Within lyear 15,451,361 92 — 15451361 1,250,584 49 — 1,250,584
1524 1-2 years 598,361 3 98,261 500,100 595,880 24 - 595,880
2% 34 2-3 years 124,541 1 43,961 80,580 30,719 1 = 30,719
3Dk Over 3 years 688,371 4 - 688,371 659,731 26 - 659,731
At Total 16,862,634 100 142,222 16,720,412 2,536,914 100 - 2536914
F20014F12H31H » REREHFH L4 As at 31st December, 2001, balances of the 5 largest debtors are as
RV follows:
HIl T 44 K e i i B oA B < L L 191
Total amount of the 5 largest debtors Percentage in total accounts receivable
ARH T
RMB %
6,177,279 34
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200141231 H > FFAFEIsw A B The balance due from shareholders whose shares exceed 5% (including
(Fso) B ERERZERWTE 5%) of the total shares of the Company as at 31st December, 2001 is as
follow:
B3R 4 A
Shareholder 2001 2000
AR AR ¥
RMB RMB
NS Jiaotong Group 4,761,979 -
TAAT HR KRB X A n The aging analysis of prepayment is as follows:
2001
s
Consolidated
A RWT %
RMB
14 DA A Within 1 year 5,631,055 100
2001 2000
43 ) 45 )
Company Company
A RWT % A RWT %
RMB RMB
1 RA A Within 1 year 1,438,587 100 = =
R20014F 12731 H > TESTEE K EREE As at 31st December, 2001, there is no prepayments to shareholders
MIEAT A Tl 5% L B (Frso) B ik whose shares exceed 5% (including 5%) of the total shares of the
RIRIE - Company.
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2001

SR

Consolidated
ol AR HE AR W TR (B (B
Provision for Book
loss on

Capital realisation value
VNS VNS VNS
RMB RMB RMB
LY E Goods in transit 6,054,451 = 6,054,451
JEAE A Raw materials 20,297,212 (4,641,508) 15,655,704
TEEE i Work in progress 126,038,001 (24,570,458) 101,467,543
JE L i Finished goods 52,751,888 (16,463,176) 36,288,712
%AE 5 KE & Low value consumables 2,877,392 (82,781) 2,794,611
208,018,944 (45,757,923) 162,261,021

2000

/5 H]

Company
ol AR HE A W T B (B
Provision for Book
loss on

Capital realisation value
AR ¥ AR ¥ AR ¥
RMB RMB RMB
TRy & Goods in transit 6,733,253 = 6,733,253
JE 4 Raw materials 23,707,145 (3,282,482) 20,424,663
TE 7 i Work in progress 134,171,776 (30,325,481) 103,846,295
T R Finished goods 50,839,754 (12,945,365) 37,894,389
IKAE 5 ¥ & Low value consumables 3,833,944 (82,781) 3,751,163
219,285,872 (46,636,109) 172,649,763
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2001
&
HH Items Consolidated
BESH B A e Th 1 (6L
Original Provision for Net
cost impairment value
VL o AR o AR#T
RMB RMB RMB
RHIRERE Long-term equity investments
— BrE s — Associated company 2,000,000 (2,000,000) =
— ERERE = — Equity investment difference 13,404,883 - 13,404,883
15,404,883 (2,000,000) 13,404,883
2001 2000
A A
HH Items Company Company
BEEH WEER  REEE SEEE HEEHE  REHEE
Provision Provision
Original for Net Original for Net
cost impairment value cost impairment value
AR¥T AR#T  ARWT  ARET  ARET  ARKIL
RMB RMB RMB RMB RMB RMB
RS A Long-term equity
investments
— FAH - subsidiaries 9,438,186 - 9,438,186 - - -
— BEAH - Associated company 2,000,000  (2,000,000) — 2,000,000  (2,000,000) =
- RHER AR - Equity investment
difference 13,404,883 — 13,404,883 - - -
24,843,069 (2,000,000) 22,843,069 2,000,000 (2,000,000) -
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(D

(2)

(3)

T

#itk

sy
>

‘AT

Name of Investee

g S
i

&
Ik
D>
el

[ E54

I
>

‘AT

(1)

Xian Ser
Shaanxi Hengtong

(2)

Name of Associated Company

EHH B R
I HES B

PALE N A4

Name of Investee

[iE7$30)

Xian Ser

Bevy

Shaanxi Hengtong

Cheng Jiang Copper products plant

3)

) 4 4 B
Original
cost

AR HT
RMB

7,296,277

6,108,606

13,404,883

Subsidiaries
A
Company
20014F
12H31H
REMR  RREREE  EAEY REEEA
Movement Amount
of interest  as at 31st
Investment Original during December,
period cost the year 2001
AR #r ARET  AR¥L
RMB RMB RMB
| N/A 9,438,186 - 9,438,186
| N/A = = =
® ON/A 9,438,186 - 9,438,186
Associated company
G N
Consolidated and Company
20014F
LN 12i31H
REMR  RhE%gs WEER  REEE
Amount
Provision as at 31st
Investment Original for December,
period cost impairment 2001
AR¥T AR¥T  ARWIT
RMB RMB RMB
& N/A 2,000,000 (2,000,000) -

Equity investment difference

14 64 3 BR JE B B
Period for
amortization Cause

104F

10 years

20014F12H 31 H /A A
iS5 A iRk

FH AR 1 L) BEL A P S 1 2 S

10%F
10 years

the difference between the initial cost of the

investment and the Company’s share of audited

equity of Xian Ser and Shanxi Hengtong
at 31st December, 2001
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JR

R

RERE
AEREHA
AREREAKETHA
FERETAABA
AEERTREA

RERETEHE
ARBU B
R

FRBH

2t
N
AR
AREREA KB HA

AR T A A
REHETERE
ARBF

REBDH
EARBE
A
LRIPETN 5
i

EYERE
EARBE

Hep
ERCHEM 2 REFE

EABMEMRAZ
Bz

2t
B

70

Rl
Consolidated
TR
Y waaE  WHAREKR A Bt
Equipment Electronic
and equipment Motor
Buildings machinery  and furniture vehicles Total
AR AR #r AR AR#T AR#T
RMB RMB RMB RMB RMB
COST
At st January, 2001 130,459,118 152,382,196 23,348,750 4,400,032 310,590,096
Additions during the year 52,138 8,340,094 73,481 778,163 9,243,876
Arising from finance leases 4,264,181 - - - 4,264,181
Arising on acquisition
of businesses 512,592 1,321,753 2,020,106 2,561,332 6,415,783
Arising on acquisition
of subsidiaries 493,519 21,227,412 1,504,835 298,147 23,523,913
Transfer from construction 1,020,975 18,856,638 542,274 - 20,419,887
in progress
Disposal to Yunnan
Government (26,458,554) - - —  (26,458,554)
Disposals (253,548)  (1,462,993) (8,921) (54,281)  (1,779,743)
At 31st December, 2001 110,090,421 200,665,100 27,480,525 7,983,393 346,219,439
ACCUMULATED DEPRECIATION
At 1st January, 2001 23,686,373 61,478,795 11,459,958 2,285,444 98,910,570
Provision for the year 3,339,455 10,277,181 1,550,622 325,031 15,492,289
Arising on acquisition
of businesses 42,715 194,245 533,340 261,667 1,031,967
Arising on acquisition
of subsidiaries 12,241 3,947,180 474,364 150,104 4,583,889
Disposal to Yunnan
Government (9,884,205) - - - (9,884,205)
Eliminated on disposal (40,762) (932,157) (8,640) (52,596)  (1,034,155)
At 31st December, 2001 17,155,817 74,965,244 14,009,644 2,969,650 109,100,355
PROVISION FOR IMPAIRMENT
Provision for the year and
balance at 31st December, 2001 - 2,229,794 493,197 - 2,722,991
NET REALISABLE VALUE
At 1st January, 2001 106,772,745 88,673,607 11,395,595 2,114,588 208,956,535
At 31st December, 2001 92,934,604 123,470,062 12,977,684 5,013,743 234,396,093
Including:
Net book values of
pledged assets at
31st December, 2001 75,400,141 - - 1,307,247 76,707,388
Cost of fixed assets under
finance lease at
31st December, 2001 4,264,181 - - - 4,264,181
Accumulated depreciation - - - - -
Net realisable value 4,264,181 - - - 4,264,181
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TRAR

Construction name

V2000 i
AT AL
BURAE IR

DENET

H{b TR

it

ot
fE R EA L

Five-face machining
center VT 2000
Engineering of heat
— treatment workshop
95 Technical

improvement projects

Others

Total

Capitalised interest

i (&)

FH A e 2 A6 3 2 EAME S EH R E A
b & £55.94% o

TR TR E B T

) S AR R

A
Consolidated
) TEEA 5L i R T € TEEAL
B EmE iy HOW B i3 A HAY  EALH
At Ist At 31st Investment
January Transfer to Other December  Percentage of Sources /Budget
2001 Additions fixed assets transfer out 2001 completion of funds Budget Ratio
ARHTE AR AR ARHTE AR % AR %
RMB RMB RMB RMB RMB RMB(K)
EhEE
17,296,215 - (17,296,215) - - 100  Listing proceeds 21,450 100
HkES
6,550,693 354,800 - - 6,905,493 95  Listing proceeds 7,300 95
SRBMEN
9,368,615 14,865,766 (469,086) (324,819) 23,440,476 75 Loans 66,000 36
HkES
3,097,435 4,968,265 (2,654,586) (11,669) 5,399,445 —  Listing proceeds 7,400 73
36,312,958 20,188,831 (20,419,887) (336,488) 35,745,414 102,150
1,132,535 948,824 (369,097) - 1,712,262
Capitalised interest rate is 5.94%.
Movement in provision for impairment of Construction in Progress is
as follows:
NESE
RMB
At 1st January, 2001 and 31st December, 2001 671,597
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& B
Consolidated
ERAE WA JRih &% ERHH e By Hwau ERGBE MBERD
At Ist Transfer At 31st
Acquired Original January Addition out Amortization December Amortization
Ttems method cost 2001 this year this year this year 2001 period left
ARWTL ARHTL ARHTL ARHT ARHT ARHT AR
RMB RMB RMB RMB RMB RMB RMB
g TEAEH - - 9,359,201 - - 9,359,201 10
Goodwill Acquisition of business
AR W RIEASH - = 39,444,067 - - 39444067 10
Technical know-how (Note 1) Arising from acquisition
of businesses
LR HA 25,560,000 21,877,413 - (7,991,802) (11,2000 13,374,411 4175
Land use right (Note 2) Contributed
LAl il | W& 4,485,988 4,018,698 - - (93,458) 3,925,240 42
Usage right to staff
quarter Purchase
30,045,988 25,896,111 48,803,268 (7,991,802) (604,658) 66,102,919
REL B A G (] R R AG A Note 1: The value of the Technical know-how was with reference to the valuation
B AT 2w 5% F Ui 2 125 B4 4% 1Y report prepared by Shaanxi Tongsheng Asset Valuation Company
BEANR - Limited.
FE2 0 Rl ARE S Ee A A RBUG Note 2: Land use right was contributed by Yunnan Government as capital.

e A B AEEA
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2001 2000
& B G F Tl
Category Consolidated Company
NSE AR #or

RMB RMB

KM RGED Secured loans (Note 1) 20,000,000 40,000,000
BMERGE2) Pledge loans (Note 2) 30,000,000 =
5 R g Credit loans 70,200,000 =
WS Guaranteed loans - 40,200,000
120,200,000 80,200,000

AEL AT AR A R B B R AR
YRRk > 2 RBGEL3 o

FE2 B A o o W A AR A
BT > 2 RKE G -

R20014E12 31 H - BEATHIR R BREE P
R H2 N 759 A _E (B 5 9%) R A T R
B FKIE o

200141231 H > TR+
I T i B N T 596 A B (s 90) I A5 %
A FIE o

Note 1:  All the secured loans are secured by buildings in possession of

Company, please refer to note 13.

Note 2:  All the pledge loans are pledged by Hong Kong dollar time deposit.
Please refer to note 6.

As at 31st December, 2001, the balance of accounts payables do not
contain any amounts due to shareholders whose shares exceed 5%

(including 5%) of total shares of the Company.

As at 31st December, 2001, no advances from shareholders whose shares

exceed 5% (including 5%) of total shares of the Company.
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2001 2000
7 AR
Consolidated Company
VN A R T
RMB RMB
B 45 Bt Income tax 711,583 (16,000)
(R VAT 10,007,928 2,499,254
oM Business tax 3,420,775 =
HoAty Others 112,946 -
14,253,232 2,483,254
JA20014E12H31H » REFAFIS%LU As at 31st December, 2001, the balance due to shareholders whose shares
(& s AR A IR WA exceed 5% (including 5%) of total shares of the Company is as follow:
2001 2000
JBe 3R 4 & AT
Shareholder Consolidated Company
A Rt A Rt
RMB RMB
LK E Jiaotong Group 7,837,126 =
HoAth EAT b 34E ) b 2 TE T B A Bk Included in other payables over 3 years are mainly housing funds for
THERAEER AR, 449,8217C o staff of RMB 5,449,821.
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2001 2000
& A R &6 A R A A
Consolidated Company Reason for not settling
PNGE - AR ¥
RMB RMB
Ry =Nt Accrued rental 50,000 - i R Wi 3 B
No invoice received
HiRHF AT Accrued audit fee 1,280,000 1,600,000 LEN R
No invoice received
PR AR i L A Accrued processing fee, etc. 824,690 - N R
No invoice received
2,154,690 1,600,000

2001 2000
& 2
Consolidated Company
ANR#T AR
RMB RMB
— 4 A B 9 Y 8 R R 23) Long term loan due within

one year (note 23) 10,339,313 -

— 4 A S B R AT Rl Obligation under finance leases
& B R 24) due within one year (notes 24) 213,210 —
10,552,523 -
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76

af, p

18 K B
Bank name

B TR SR AT

Industrial and Commercial
Bank of Chiga
Hh B L SR AT

Industrial and Commercial
Bank gf China
R ER T

Bank of ChinaA(Note 2)
Hh A R R AT

Construction Bank of China

o B L R AT

Industrial and Commercial
Bank of China4
Hh B L 4R AT

Industrial and Commercial
Bank of China

CER=E 3 i

CITIC Bank

EMB A GEERKE
ARELAH

Yunnan State-owned Assets
Holding Company

80— 4F A 21 30 = 93 fi

Less: Amount due within one year

— R R AR AR

Amount due after one year

2001 2000
agiis | 18 2 FR AR R 8 A
Consolidated Company Period Annual Rate Terms
A R#IC AR ¥
RMB RMB
29,800,000 29,800,000 31.8.2000- 5.94% HEHFAE 2K GED)
30.8.2003
secured loan (Note 1)
10,000,000 10,000,000 30.7.1999- 5.94% HEHFAE 2K GED)
29.7.2002
secured loan (Note 1)
201,908 = 29.8.2001- 5.94% HEHfE X GE2)
29.8.2004
secured loan (Note 2)
119,208 = 15.1.2001- 5.94% A 2K GE2)
14.1.2003
secured loan (Note 2)
64,381 = 23.8.2001- 5.94% A X GE2)
23.8.2003
secured loan (Note 2)
134,859 = 23.8.2001- 5.94% L 3K (GE2)
23.8.2004
secured loan (Note 2)
121,394 = 11.9.2001- 5.94% HEH A5 3K (GE2)
11.9.2003
secured loan (Note 2)
4,000,000 4,000,000 1.00% (5E3)
(Note 3)
44,441,750 43,800,000
10,339,313 —
34,102,437 43,800,000

AEL R R 2 R B RS R )

TER AT > 2 R R -

k2 s HEA A K A WA B A AR 2 4

> 2 EEEL3 o

WHE20004F2H 14H AR L EFH &
B A (R ) 48 8 AT BR AT 7
BB 1 Cp k) & R %
B 14 5 00 A1 5 S B Al e TH H & 4
FRFREE TR > ZitEmE R
A G RS A IR AT AL
B A BN BIANT] > EAT R A
B o /N T R B B U O A
SR E R EEEEAE
JE (R ) 48 28 A PR 3T 28 /) A REAE
RYREE > EANAMELR -

Note 1:  All secured loans are secured by buildings in possession of Company.

Please refer to note 13.

Note 2:  All secured loans are secured by vehicles in possession of Company.

Please refer to note 13.

Note 3:  According to the Agreement signed between the Company and Yunnan
State-own Assets Management Co., Ltd., Bureau of Finance of Yunnan
Province consigned Yunnan State-own Assets Management Co., Ltd.
to manage its added fund appropriated to the Company for the use of
technology innovation and renovation. Only when the Company meets
the requirements for increasing shares and obtains the approval for
issuing new shares can Yunnan State-own Assets Management Co.,

Ltd. share equity of the Company as the investor.
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JRE AT il AR B ORI IR F

14 A
1% 24F
25 34F
3L

BB+ A D AL T

B AR B G R A A AR K
— AR MR B AT R A B K

K HERAVE 2 A B A B A A
R 6,843,378 T HL il LA ] S
A MRS BN R ¥ 4,264,181 70 (L Fff
132 MR > SR E
W H SRR HESE - HESHIA & 204F o

The maturity of obligations under finance leases is as follows:

2001

&

Consolidated

AR #oT

RMB

Within 1 year 342,169
In the first to second year inclusive 342,169
In the second to third year inclusive 342,169
Over 3 years 5,816,871
6,843,378

Less: Future finance charge 2,579,197
4,264,181

Less: Amount due for settlement within one year 213,210
Amount due after one year 4,050,971

The differences between the present value of minimum lease payment
amounted to RMB6,843,378 and the net book value of assets held under
finance leases as at 31st December, 2001 includes in the net book values
of property, plant and equipment amounted to RMB4,264,181, (see note

13) is amortised over 20 years.

2001 2000
& 2\ ]
Consolidated Company
VN o AR
RMB RMB
e SIEE T Specific project payable from Yunnan Science
and Technology Committee 2,065,806 414,258
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AL

o AR B

Consideration of sales

and leaseback assets

Less: NBV of sale and

e TR R (L leaseback assets
REHEBMMIE  Unrealized gain of sale and
leaseback transactions
Hrp Including:
- MEHE - Finance lease
- REHE - Operating lease

AERFETERNEEEA - P
23 m) IR AR A 6 A A A R
B % B R 2R o R B
73 € [n] AE ¥ 7 i 7 A i i T AR SE o
HPTE R KBTS - HAHE ST T
WIE R B AT 4 5 S PTR BEY
ST > ST EERE T 1F
RTEBEMTE - AHEEEAN
GRIEE SN (X

2001
&
Consolidated
5 R ) + 37 ARt RIS
Land Residual
Buildings use right Total Term
A R A R A R
RMB RMB RMB
17,436,673 11,001,688 28,438,361
13,413,031 2,714,344 16,127,375
4,023,642 8,287,344 12,310,986
2,265,311 = 2,265,311 6-21%F years
1,758,331 8,287,344 10,045,675 20%F years
4,023,642 8,287,344 12,310,986

The Company leased back a portion of land use right and premises which
had been disposed to Yunnan Government. The gain due from the
transaction is to be deferred. For operating lease, deferred gain is to be
allocated through lease period according to rental expense; for finance
lease, deferred gain is to be allocated to adjust depreciation expenses

according to depreciation rate. Further details are set out in note 42.
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AR ERRAS 7 I The movement of share capital during the year is as follows:
2001 2000
& b A
Consolidated Company
(B%) (i)
(share) (share)
R b T U A R Non-trading shares
1. BEAE N 0y 1. Promotors shares
Hdr - B R R B A Including: State-owned shares 31,345,554 102,397,700
2. BHEEAK 2. Legal person shares 88,661,846 17,609,700
b A R R Total non-trading shares 120,007,400 120,007,400
e b T Ay Trading Shares
1o NS i 1. A Shares 60,000,000 60,000,000
2. BESETAME K 2. H Shares 65,000,000 65,000,000
e b TR A e At Total trading shares 125,000,000 125,000,000
B > 48 Total Shares 245,007,400 245,007,400
gl Ay 5 R T E A N R LT o The par value of the above shares is RMB 1.00.
A B
FAER
At
1st January, 2001
and
31st December, 2001
A BT
RMB
A s A Share premium 293,744,338
B R 1 E Revaluation surplus 11,536,142
HNFE Total reserves 305,280,480
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KRB AEZ ZFHEIMT - The movement in surplus reserves of the Company during the year is as
follows:
e e
BERAHE NiiE frat
Statutory Statutory
surplus public
reserve  welfare fund Total
AR T AR A R
RMB RMB RMB
ER B As at 1st January, 2001 and
ERY 31st December, 2001 8,406,328 8,406,328 16,812,656
N EI NN R VAT Statutory surplus reserve may be used to make up future losses, to expand
WROR 2 ) A S oW 1 S T 2 =) operations or to increase share capital by means of conversion.
Y/ NI
T A 4 P R R R SR AR Statutory public welfare fund can be utilized for staff welfare.
) o
2001 2000
A A A A
Revenue Cost Revenue Cost
ARWTT AR #oT AR #T NS
RMB RMB RMB RMB
JEE it 8 B K Revenue from sales and
Jn L&A processing 102,493,975 77,526,169 91,071,498 68,836,883
244 % B 45 A A 5 2 8 A )
Total sales of the 5 largest customers Percentage in total sales
AR ¥ %
RMB
27,708,700 27%
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B4k 81 B

— A

- A
HAth

— A

— A
FLBWA
B FLE S

HE 5, ($R2K) ¥ A
B S
HAth

Materials sold
— income

— Ccost

Others
— income

— Ccost

Interest income

Less: interest expenses
Exchange (loss) gain
Loan interest subsidy
Others

2001 2000
AR AR
RMB RMB
945,638 2,260,251
1,089,821 2,450,381
(144,182) (190,130)
744,616 882,940
788 1,593
743,828 881,347
599,645 691,217
2001 2000
AR HT AR
RMB RMB
(2,507,812) (2,984,791)
7,300,644 3,318,686
(4,077) 120,078

- (4,400,000)

83,317 28,165
4,872,072 (3,917,862)
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2001 2000
ANR#T AR
RMB RMB
R 1A A Y A Provision for diminution in value
of short-term investment (5,726,799) -
LM B as Income from designated investments 9,000,000 540,000
3,273,201 540,000
KB NE BEWMA  AF e
Investment Investment
Description of operation Cost  Income in 2001
ANR#T AR
RMB RMB
7z 703 B i 2 Income from designated investments
— BEEHHFAEREEAA - Guo Xin Securities Company 10,000,000 1,000,000
— LEREEEEE)AF - Jiangsu Nin Feng (Group)
Incorporation Company Limited 50,000,000 3,500,000
— BB LEF R AR A - Guo Tai Jun An Securities Company 50,000,000 4,500,000
110,000,000 9,000,000
2001 2000
NES AR ¥ AR AR S M A
Description RMB RMB Source
HEBIEE 1,700,000 1,325,029 Fof B B K 0 5 8 R 12000347 5% B i Scie i
VK ZE ity 18 (BB S AE 4 2% P RE B @ D)
Income tax refunded Ministry of Finance & State Administration of Taxation

No. {2000} 47 “Notice on “Pay first, refund later”
method for value added tax for numerical control

machine products”.
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2001 2000
[INESS Description AR ¥t AR ¥t
RMB RMB
e NS - Gain on disposal of premises to
BR#EEY I GE Yunnan Government (Note) 48,056 43,704
e NS - Gain on disposal of land use right to
o b (i RE R 25 GGE) Yunnan Government (Note) 14,493,349 —
oAt Others 105,426 267,975
14,646,831 311,679
ik DR R A REUT R R Note: The gains on disposal of premises and land use right to Yunnan
SEN) T - (5 R 2 PRI AR 24 ] Government were arose from the Assets Restructuring. Further details of
B EHEA > FEAGILEE S WM the Assets Restructuring are set out in note 42.
42 o
2001 2000
NE Description A R ¥t A R ¥t
RMB RMB
] E T/ H A R Loss on disposal of inventory to
A B GE) Yunnan Government (Note) 14,971,758 -
] 7 B R R Ok Loss on fixed assets disposal 175,417 99,582
HAth Others 60,637 55,708
15,207,812 155,290
R DLEmERMAE ARBEEEREK Note: Income of above comes from the Assets Restructure. Further details of
SR AAE N E B A SR the Assets Restructuring are set out in note 42.
15 VLaE 2 M RE42 o
F A 2 ) A AF 8 R 1B A B SR A LA 1 4R No provision for taxation has been made as the Company’s assessable
IR B e I - O TR L profit is wholly absorbed by tax loss brought forward.

ES
N e
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A BRIt
RMB
Hr Including:
BHE =% Warrant expense 1,636,457
JBE2E T RN IR Administrative expenses for stock exchange 934,660
i Transportation 1,547,872
16 H1 # Mending 3,363,558
AR A ] RS Service charge 689,782
Bk - EEEE Authentication and advertising fee 913,370
W5 B B Research & development expense 2,746,978
PNRIAEEEATAFAERNT Acquisition of subsidiaries during the year was as follows:
AR
RMB
1)  BARE (1) Consideration on acquisition 22,843,069
W RERE = Less: Equity investment difference 13,404,883
9,438,186
(2)  EEAACAE i B4 v 15 Y B 4 (2)  Cash portion in Consideration -
G) WEHTPARZEEFMEWE : (3)  Net asset value of subsidiaries:
BWES Cash 1,661,420
i) Current assets 21,655,644
22 B E R Net book value of fixed assets 18,940,026
T T Construction in progress 42,100
ME A & Current liabilities (32,352,545)
DB OB 2 Minority interest (2,174,438)
RIEFR I EHE K Unrecognized investment loss 1,665,979
9,438,186
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NTFIAAEBE A EFE G DL T Acquisition of business during the year was as follows:
A R ¥t
RMB
(1) HEAAE (1) Consideration on acquisition 37,616,349
AR Less: Goodwill 9,359,201
28,257,148
(2)  WEACE i B4 T E R4 (2) Cash portion in consideration —
(G) MWEHKESHZEEFMEMT (3) Net asset value of business:
BHES Cash 3,550,647
MEEE Current assets 13,628,898
il o E A Net book value of fixed assets 5,383,817
EE TR Construction in progress 91,010
ST G Intangible assets 13,084,067
E AR Current liabilities (7,178,854)
W= Long-term loan (302,437)
28,257,148
IR §= G /NI DN & - S P RN Acquisition of subsidiaries and business are parts of the Assets
H G E mAR— > SRS LS Restructing . For detail information, please refer to Note 42.
SR EE42
2001 2001 2000
7 i A A
Consolidated Company Company
AR ¥T VN A BT
RMB RMB RMB
EEe Cash 153,538,588 151,877,168 184,118,483
W SRAT AR Less: Time deposit 39,242,200 39,242,200 62,424,000
e RBE5EY Cash and cash equivalents 114,296,388 112,634,968 121,694,483
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(1

(2

86

A TE 2 1 R AR 1 B B 5 B AR

o

I Wt 7 44

Name

L A F

Kun Ji Group Company
FNE S

Jiaotong Group
EHE AN RBUN
Yunnan Government
[iE7&:30)

Xian Ser

LRI

Jiaoda Resources

A it E N L]

LHWr

A HHE

HE — REEEA A

lE S ]

E
E

o

21 IR ) S 55 A A £ T {3 ke

(1) Nature of related parties with non-control relationship

SLA N w] B R

Relationship with the Company

Al — 2% ) AR AE B

the same general manager with the Company

F— KRR
substantial shareholders
BEHE R

prometer’s shareholders

KRR T4 7

subsidiary of substantial shareholder of the Company

BRI TH

subsidiary of substantial shareholder of the Company

(2)  Significant related party transactions:

A.  Sales
2001
A Rt
RMB
Sales — Kunji Group Company 1,003,419
— Xian Ser 996,581

2000
A B oo
RMB

3,600,000

The sales price is decided at the cost of machine tool.
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(2) 7 F) BB 8 A W K B
THWME (4

B. MREsthE

#1993F11H15H » A
B B AE BN R RT oL —JH
BT E AR B AR AL
T RS g o - AR L IR
W > 8wl B R ) B A
LMK - BEELE TR
i > T R AR A Rl LA
B m RS T IR
BERES DRI il )
o T AR L o IR S o

REFLE - A SR

(2)  Significant related party transactions: (Continued)

B. Service agreement

On 15th November 1993, the Company entered into an
agreement with Kunji Group Company relating to the
provision of certain services to each other after the
reorganisation. Pursuant to this agreement, the Company
agreed to provide certain public utility services available
to the Company such as water and electricity to Kunji
Group Company, while Kunji Group Company agreed to
provide certain services to the Company including the use
of its fleet of transport vehicles by the Company for

transportation service.

Pursuant to this agreement, the connected transactions

B F )N =) 27 6] A ) A between the Company and the Kunji Group Company are
AR as follows:
2001 2000
AR #T AR #T
RMB RMB
T 2 486 4 ] /A W] i LK R Utility service fees received from
Kun Ji Group Company 191,630 329,470
T B A B A ) S AT A iy Transportation service fees paid to
Kun Ji Group Copany 317,856 66,200
T B A8 4R 1A ) S A B The provision of medical service from
T R IR 5 Kun Ji Group Company
to the Company’s employees 1,712,786 965,857
] EL A% 4R A W] S0 B T The provision of social and education
e RRE RS services from Kun Ji Group Company
to the Company’s employees 1,904,061 535,078

SR BRES T & - A B 2 — 5 ZH
D7 SCATHRES B RRBS B i B 5 AR
SE o Sl SEAR IR A B UM R R
5 i 2 AR HERT R o AR - ik 4
L B GRARE AN ] K B AR
o ) B B 7 W o wH R IR B

In relation to each category of service rendered, the relevant party is
obliged to pay to the other party a service fee which is reviewed by both
parties on an annual basis and is determined by reference first to the
standards set by the relevant government department for that particular
service. If there are no applicable State standards, the Company and
Kun Ji Group Company will determine the service fees based on market

prices or transacted price at arm’s length negotiations.
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88

(2) N\ BB O B A i oK B B (2)  Significant related party transactions: (Continued)
LW = (4)
C. EEHEA C.  Assets Restructure
B O B EAH S A For detail of Assets Restructure among the related parties, please
2 Rt EE42 o refer to note 42.
D. HAhzxs D.  Other transactions
D.1 4w B B A% AR [ N =) Bl L i D.1 The Company had following transactions with Kunji Group
2 HA AT AT RIS - Company or companies under its control:
2001 2000
AR#T AR
RMB RMB
88 4 Sales commission 58,700 -
B JE AL R Sales of raw materials 67,782 26,400
L&A Sub-contracting fees received 126,671 575,100
L2 3 Sub-contracting fees paid 95,159 39,310
AT Construction costs paid 329,600 247,000
A RE S IR B 2 HE 25 Sales of accounts receivable - 11,398,144
S IR K 2 HE A Sales of accounts receivable:
42000412 H 29 H A FIHL B Pursuant to the agreement signed between the Company and Kunji
HEAE [N | T ET SL B o > B Group Company on 29th December, 2000, Kunji Group Company
T A B N & ) N FD B R RECOIR purchased the accounts receivable of RMB 11,398,144 at net book
AR EE AR M11,398,144 value of related accounts receivable accounts as at 31st December,
TC o BT R B B MOR AR 6 2000.
1% 4% B AE 20004F 12 A 31 H Y
W I {FE TS
D.2  EARAE B F AR B AN A 4 D.2 Kun Ji Group Company has provided a guarantee to the extent of

HE A ¥ 40,000,000 7T A9 1 2k 355
fi -

RMB 40,000,000 in favor of banks in respect of credit facilities

granted to the Company.
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() TR A ARG UL

(3)

Amounts due from/to related parties

& ~
Consolidated Company
2001 2000 2001 2000

FHH Il W 7 4% AR AR#TT AR T AR
Accounts Name RMB RMB RMB RMB
Wi AR K iS5 - - 1,204,948 -
Accounts receivable Xian Ser
Al RE ek R ¥ 4,761,979 - 4,761,979 -
Other receivables Jiaotong Group

BHERA A 1,204,749 - 1,204,749 -

Kunji Group Company
JoA R 3K RREHE 7,837,126 - 157,126 -
Other payables Jiaotong Group

23 £ LA 3,101,936 260,748 3,101,936 260,748

Kunji Group Company

BN 4,963,003 - - -

Jiaoda Resources
—4E N F
RT3 EWE ARBUF 342,169 - 342,169 -
Long-term payables Yunnan Government

due within one year

RHIRE A 3K W H A RBUF 6,501,209 - 6,501,209 -

Long-term payables

Yunnan Government
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90

RN AR 20014F12 H 31 H B BRI B
RO B A > 2 I R 28 7 R SR AL
W T ARE E AT KRS B
L5 e

(1)

(2)

(3)

“)

)

(6)

NG SN Y SN Y
20014F11 H 12 H 25T CE B i
R EE)

oA BLRR VG 4 JE R 2001
AE11H 12 BERRT HY B g 17
ED s

oAl B S R E 2R 20014F 11 H
12 H 5T CRA BT A
&) s

oAl B R E AN RBUM R 2001
11 H 12 HEFTINCE BB E 1
HwE)

7 ) B 52 KR 2E R 2001411 A
12 H 2537 BRI 6 1 g 1 K
H KA 7 )

Ew B AN REBOGE R BT &
A BAE By AR R 20014F 11
Hi12 HZ5TH (Rl I HEARL &
e KRR ER &) -

Pursuant to ordinary resolutions passed in extraordinary general meeting

of the Company held on 31st December, 2001, the following transactions

were approved by the Company’s shareholders:

(1)

(2)

(3)

4

o)

(©)

On 12th November, 2001, the Company entered into The Assets

Transfer Agreement with Jiaoda Resources and Jiatong Group;

On 12th November, 2001, the Company entered into The Share

Tranfer Agreement with Shaanxi Hengtong;

On 12th November, 2001, the Company entered into The

Technology Transfer Agreement with Jiaotong Group;

On 12th November, 2001, the Company entered into The

Disposal Agreement with Yunnan Government;

On 12th November, 2001, the Company entered into The

Setoff Agreement with Jiaotong Group;

On 12th November, 2001, the Company, the Leaseholder, entered
into Land Use Right Lease Agreement and Premises Lease

Agreement with Yunnan Government, the Lessor.
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WY B G R CEE Mo

BENHBRMT
1. BAEE
1.1 AR R BIRE T A B

1.2

R E LM R BRFEN
ZERE - ¥ AFET 2R
#i > AT MEE > K VGEER
B9 8096 1 25 S 5% Wi o TS BT R
WEE M AIA RS » 163
W AL OE AT 0 S K E
2K EF83.8% M B -

A2 Gy BB AR AN S MR E

° V9% M5 A IR EATL A A
Er 5Bl % T 20014E 12
HA31HEAEMERE
% o

o PRV K E FG A R
£ ® #20014E6H 30 H
T I REAG 45 R -

T o EE B N R HS54,350,812
jTE o

S AU SRR TS 4B 909% B B 4
Koz n g TR B TR 400 8 A i &
HWHBKS -

A2 Gy BB R AR AN N S MR E

° V9% 5 A IR EAT A A
Er 5Bl % T 20014F 12
A31H F&ENFHE
% o

o PRV K EFG A R
£ ® #20014E6 H 30 H
T I REAG 45 51 -

5 ¥HE B N R %6,108,606
jTDO

Pursuant to the agreement above, the acquisition and disposal of assets

are as follows.

1.1

1.2

Assets Acquisition

the Company acquired from Jiaoda Resources, a 83.8% owned
subsidiary of Jiaotong Group, an 80% equity interest in Xian Ser
and certain businesses together with their related assets and

liabilities.

Total consideration was based on the followings:

. the aggregate net asset value as shown in the audited
financial statements prepared in accordance with PRC
accounting standards as at 31st December, 2001 by Xian

Xigema Certified Public Accountants Firm Limited.

. the valuation result as shown in The Assets Valuation Report
prepared by Shaanxi Tongsheng Asset Valuation Company
Limited at 30th June, 2001.

Total consideration amounted to RMB54,350,812.

the Company acquired from the individual shareholders of Shanxi

Hengtong a 90% equity interest in Shaanxi Hengtong.

Total consideration was based on the followings:

. the aggregate net asset value as shown in the audited
financial statements prepared in accordance with PRC
accounting standards as at 31st December, 2001 by Xian
Xigema Certified Public Accountants Firm Limited.

. the valuation result as shown in The Assets Valuation Report
prepared by Shaanxi Tongsheng Asset Valuation Company

Limited at 30th June, 2001.

Total consideration amounted to RMB6,108,606.
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92

1.3

WEANEE (A7)

INCINDEWONEE S YN PPN
F&#26,360,0007T B9 FH A 2 il -
[ AT 422 it ) TR 4 e 1 4l 2%
$55 S DU BT BT o 32 5 HHE
P e A 42 Eh e P ) R4
FBREAL 2 7] Fr 2> Sl £ B
LR 3 1 KL REAG R P i
EAE I W2 > WEAGEEHE B A
20014F6H 300

HEEE

Al ErEE A REBN &+
WA - B REEEY K&
B i 8 TE T T TR E AR A
WHEBZS > HAEAENRY
91,581,3977C

o i T
R EEY
17 B (G5 BLAEAR)

3t 12 ) A T T i R

HE K € 5 A S5 5 iy B K A
W AP A BR A AT A
37 48 R A B BUSE 35 A% A R
B AR R PR R B (E T
e - FEAGIEME H 552001485 1
31H -

1. Assets Acquisition (Continued)

1.3 The Company acquired from the Jiaotong Group the laser
prototyping and manufacturing technology and the controllable
centrifugal energy conservation compressor technology at a total
considertion of RMB26,360,000, based on the valuation report
prepared by Shaanxi Tongsheng Asset Valuation Company
Limited. The valuation report was approved by The Ministry of

Finance. The valuation date was 30th June, 2001.

2. Assets Disposal

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 RMB91,581,397.

3 oy (B #E
Disposal price
AR ¥
RMB

Land use right 32,392,100
Buildings 21,732,683
Inventories (including VAT) 37,456,614

91,581,397

The Disposal price was based on the valuation report prepared by
Yuannan Yatai CPA Firm and Yunnan Tongda Asset Valuation Company
Limited and approved by the Ministry of Finance of Yunnan Province.
The valuation date was 31st May, 2001.
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3. fBERE ~ BB Ba Setoff of Creditor’s Right and Debts
N T DA YR R T A A Y The Company setoff the receivables due from assets disposal to
HEFE A N R BUN Y R IR Yunnan Government with payables due from assets acquisition
AR AN EG > A from Jiaotong Group. The difference is deemed to be fulfilled by
HAAREZEUB ST ML - Jiaotong Group in cash. Details as the followings:
FEAINE LA
A R
RMB
FEW E R A A RBUN Receivables from Yunan Government
— b Hbfd R —Land use right 32,392,100
- FRESEY — Buildings 21,732,683
— FREBE) — Inventories (including VAT) 37,456,614
91,581,397
JEA 28 K 2 Payables to Jiaotong Group
— WEE BB AR — Acquisition of Automatic and
BERHEIGEH Intelligence (note) 37,616,349
— WEE VEZ W80 M 1 (5F) — Acquisition of 80% equity
of Xian Ser (note) 16,734,463
— WEEBRYE  Hoowhtis ) — Acquisition of 90% equity
of Shaanxi Hengtong (note) 6,108,606
— W A — Acquisition of Technological
know-how 26,360,000
86,819,418
K EE ZEIE DL B 4 S A s Cash consideration receivables from Jiaotong Group 4,761,979
FE o ZCRBEVEKBRVE A ROREAF Note: Shareholders of Jiaoda Resources and Hengtong transferred creditor’s
B R A A rights due from assets transfer to Jiaotong Group.
FREMGERE TR E -
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94

4.1

4.2

4.3

AR 1]

A A R BT R 3 R 5%
2001411 H 12 H 25T A9 il
FMERR B h ) » 2 300 g I
- b i RE A R Y b 3 S TR
101,631.70°F 1 K B 4 A
A o A EWIBR A 204 A
F5 NE¥1,200,0007T  FHEHE
HE H B A = AR AR PR A
W SRR 2 R 2 %N
T 455 A0 B B A T S ok 7 o R —
W N DA TE Oy S A o

ErH AN RBURFHEIR #2001
F11H12BEFTCE EHE W
E) o M2 B 43 0 R R L
ST FR49,246.94°F 7 K [F F 4
o > FAE MR £ 204F > A
% 55 NR¥800,0007C  FAE1E
WE B AR AR
2 [F] SRSk 2 B W T 2 T
% 6 A8 A% 5 B0 B R R —
W M DA O U A e

Iy F)E H AN W A E R
AT ERDBNHERR -
Hit > EHEB AW ERHE
AEETHEeHENE R A
KA (A REAR & S W TE R
WhE BN L TR - KE B
NI Bl N &=
oo i IAE20024F2 H 10 H BLE
A N BB R T i il R A
HEMAGRED k(E EHEH
FEATDY o MRAEH 7T A R H 40 &
75 249 [ 25 s o 0 AR A
IR RN i A= O T = T )
34,518.30°F- 77K » HEWE A
KR #407,5207T 5 1= BHES
W IE i &SR B30
W > AHEESE AR Sy 37,411.45°F
FAK > HEWE NR¥607,760
JC o HA iR Bl E LR E R
ME S AT RO & A ZE N R B
6,843,37870 O\ i AR HA JE A5 3 (
G EE24) o B4R R FRE A EE
G LTS S A k26 -

4.1

4.2

4.3

Sale and Leaseback

Pursuant to Land Use Right Lease Agreement dated on 12th
November, 2001, the Company agreed to leaseback a parcel of
land with an area of 101,631.70 square meters from Yunnan
Government for a term of 20 years. The annual rental of the land
use right will be RMB1,200,000. The rental will be adjusted every
three years by reference to the then market rent of similar land in

Kunming, Yunnan Province, the PRC.

Pursuant to Premises Lease Agreement dated on 12th November,
2001, the Company agreed to leaseback 43 buildings with a total
gross floor area of 49,246.94 square metres for a term of 20 years.
The annual rental of the buildings will be RMB800,000. The
rental will be adjusted every three years by reference to the then
market rent of similar properties in Kunming Yunnan Province,
the PRC.

The Directors of the Company anticipate that the Group will
require a smaller area of leased premises for its production
facilities. As such, the Directors consider that the reduction on
the number of buildings agreed to be leased under the Premises
Lease Agreement and the area of land agreed to be leased under
the Land Use Rights Lease Agreement would enable the Group
to enhance cost and operational efficiencies and effectiveness. The
Company thus has entered into the Supplemental Premises Lease
Agreement and the Supplemental Land Use Rights Lease
Agreement with Yunnan Government at 10th February, 2002.
Pursuant to the Supplemental Land Use Rights Leases Agreement,
the parties have agreed to reduce the area of the parcel of land
agreed to be leased to about 34,518.30 square metres. As a result,
the parties have also agreed to reduce the annual rental of the
land use rights to RMB407,520. Pursuant to the Supplemental
Premises Leases Agreement, the parties have agreed to reduce the
number of buildings agreed to be leased to 31 buildings with a
total gross floor area of 37,411.45 square metres. As a result, the
parties have also agreed to reduce the annual rental of the
properties to RMB607,760. For the total rental amount of the
leasedback premises, there is an amount of RMB6,843,378 rental
for finance lease which is recorded as long-term payables. (Please
refer to note 24). For detail on sales and leaseback assets, please

refer to note 26.
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(1) B (1) Capital commitments
2001 2001 2000
& i 2
Consolidated Company
ANR¥ Tt ARWT AR¥TT
RMB’000 RMB’000 RMB’000

BV M R B A 1Y Capital expenditure contracted

W R for but not provided
in the financial statements 5,489 4,671 12,772
(2) MHERE (2)  Lease commitments
BEEEAMEEAIL > AR At the balance sheet date, the Company has contracted with third
AP RTINS AT O 1Y 2808 LR parties in respect of non-cancellable operating leases and was
HREDAT obliged to pay rental as follows:
£ & 2 )
Consolidated and Company
AR
31st December, 2001
AR ¥TF T
RMB
AT BT E R - The minimum rental payable of
B A B A 3B non-cancellable operating leases:
GEAMBRBESF The 1st year after the balance sheet date 720
GREAER B EE A The 2nd year after the balance sheet date 673
B AR HR A The 3rd year after the balance sheet date 673
DA% AT B After 3 years 11,443
o Total 13,509
ANFAAFEMEREEAERAES The Company has no significant post balance sheet events and contingent
TH KA HEIH o events.
T IR B R E Y LIF S A Some comparative figures have been reclassified to conform with the
Z 2R o current year’s presentation.
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T v i J B e ) I I Y 2 B Difference between HK GAAP and PRC GAAP

A% g R R e o B g SR R AR ) > A A These financial statements are prepared according to PRC GAAP, which are
Fr vt & 5 E I 1T 4 ol A9 B S R - different from these prepared according to HK GAAP.

R20014F 127 31 H > i G Fh i R AR F At balance sheet day, net profit and net assets were RMB2,051,000 and
FlE A NR¥2,051 T kGt EETFES RMB499,034,000 respectively according to PRC GAAP. These figures can be
N R #499,034 T J0 » $ 45 Hs & 51 e A 3 A reconciled to that under HK GAAP as follows:

A A A G OF B E A =

T
20014 20014F
121310 1L 5 F) 12f31H G i E
Net profit Net assets
for the year ended at December
31st December, 2001 31st December, 2001
NG S NS T
RMB’000 RMB’000
AR o B o ) 4
TR RS In accordance to the PRC GAAP: 2,051 499,034
e s o e R R In conformity with HK GAAP:
A A A R ) S A Interest subsidy from the PRC government 1,688 (1,312)
B AR A8 L] - i A Gain on disposal of land use right 8,288 8,288
BEH 2 H AR EIE K Realised holding losses on other investments (396) -
W] 5 T {1 2 A Provision for impairment in value of
property, plant and equipment (3,395) -
FEBZHBERK Unrealized loss on investment - 1,666
R R it YE U A o
TEHR RS In accordance to the HK GAAP: 8,236 507,676
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