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Tohmatsu

TO THE SHAREHOLDERS OF JIAODA KUNJI HIGH-TECH
COMPANY LIMITED 2K B &R I 10 A BR A )
(FORMERLY KNOWN AS KUNMING MACHINE TOOL
COMPANY LIMITED B W] # K B3 A7 BR 2 7l)

(a sino-foreign joint stock limited company established in the
People’s Republic of China with limited liability)

We have audited the financial statements on pages 98 to 135 which
have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

The Company’s directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view, it is
fundamental that appropriate accounting policies are selected and
applied consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those statements and to report our opinion to you.

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion the financial statements give a true and fair view of
the state of the affairs of the Company and the Group as at 31st
December, 2001 and of the profit and cash flows of the Group for
the year then ended and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

DELOITTE TOUCHE TOHMATSU
Certified Public Accountants

Hong Kong

9th April, 2002
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CONSOLIDATED INCOME STATEMENT

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

HE 200141231 A IL4EE
FOR THE YEAR ENDED 31ST DECEMBER, 2001
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98

Turnover

Cost of sales

Gross profit

Other income

Net gain arising from assets restructuring
Administrative expenses

Distribution costs

Unrealised holding (losses) gains of

other investments

Profit from operations
Finance costs

Non-operating expenses

Profit before taxation

Taxation

Net profit for the year before
allocation to statutory reserves
Transfer to statutory surplus reserve

Transfer to statutory public welfare fund

Earnings per share

30

10

11
11

12

2001 2000

A R ¥For A R #F e
(Enﬂ‘]'fé)

RMB’ 000 RMB’ 000
(As restated)

102,494 91,071
(77,526) (68,836)
24,968 22,235
15,601 7,254
7,858 —
(21,131) (18,737)
(5,523) (6,179)
(6,003) 396
15,770 4,969
(7,297) (3,439)
(237) (155)
8,236 1,375
8,236 1,375
8,236 1,375
3.44) cents 0.677 cents




FEREARARE
EEBEHENGAINEBHRE
CONSOLIDATED BALANCE SHEET

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

200141231 H
AT 31ST DECEMBER, 2001
‘ 2001 2000
Wt at AR #TF T ARWTF T
(EHi %)
NOTES RMB’ 000 RMB’ 000
(As restated)
FE %\:E Non-current assets
[E] o B Property, plant and equipment 13 283,008 269,952
i Goodwill 15 24,430 —
WY %E Intangible assets 16 39,444 -
S B Deferred costs 17 3,926 4,019
350,808 273,971
it B Current assets
& Inventories 18 162,261 172,685
JRE WA B 3K Trade receivables 19 41,253 18,146
/\ﬁﬂﬁ?'&%ﬁ Other receivables 21,356 2,536
HhRE Other investments 20 42,130 11,081
Eﬁﬁ‘/z}ﬁjﬁgﬁﬁ” Deposits placed with securities company 7,143 56,315
m?ﬁjﬂ%ﬁ o Taxation recoverable 142 16
SRAT #5547 L Bl Bank balances and cash 21 114,577 85,380
O HE 9 0 HA A7 3K Pledged time deposits 35 31,818 42,424
420,680 388,583
i B & 65 Current liabilities
JRE A HE 3R Trade payables 22 10,165 4,540
:,H\:{’@WEE{#%’( Other payables 69,535 34,574
KB BB S F) SRR Amounts due to related companies 36 8,038 -
F?ﬁ‘ﬁlﬁ L Taxation payable 969 —
—FENERZ A Obligations under finance leases
*ﬂ%ﬁ%ﬁ% . 3 - due within one year 23 468 -
— A N E R 2 R AT (5 K Bank borrowings - due within one year 24 130,200 80,200
219,375 119,314
By Net current assets 201,305 269,269
552,113 543,240
M A I Aot Share capital and reserves
Je A Share capital 26 245,007 245,007
fiti i Reserves 27 262,669 254,433
507,676 499,440
D B ARRE £ Minority interests 2,175 -
Fmm & {E‘ . Non-current liabilities
—ERER A Obligations under finance lease
FHL#) AR - due after one year 23 4,439 -
AT 4E W)\ . 3 Deferred gain 25 4,023 -
— AR R 2 SRR K Bank borrowings - due after one year 24 29,800 39,800
HERBHER Other long-term loan 28 4,000 4,000
42,262 43,800
552,113 543,240

FoSHEF 135 H Z MBI RLHFE G
20024F4 1 9 H fEs8 K SR EFEE i » M i T 51

The financial statements on pages 98 to 135 were approved and authorised for

issue by the Board of Directors on 9th April, 2002 and are signed on its behalf

HHEAREE - by:
HF FH DIRECTOR DIRECTOR
EEE RiRE

Yue Huafeng Zhang Hanrong
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BEERRE
BB 8 B b2 B R A 00 81 0 9
BALANCE SHEET

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

JA20014F12H 31 H
AT 31ST DECEMBER, 2001

N 2001 2000
Wtk ARMT T ARMTFIC
(FEH1%)
NOTES RMB’ 000 RMB’ 000
(As restated)
B %f@ Non-current assets
& 78 & . Property, plant and equipment 13 264,027 269,952
B Jo 2 w2 Interests in subsidiaries 14 22,843 —
P Goodwill 15 9,359 -
e gé Intangible assets 16 39,444 -
o B Deferred costs 17 3,926 4,019
339,599 273,971
T Current assets
& Inventories 18 153,351 172,685
JRE WAz B 2K Trade receivables 36,466 18,146
oAt 8 ik Other receivables 13,395 2,536
WEH&WE’A%@%& Trade receivable from a subsidiary 36 1,205 -
@WE@@&%%@E Amounts due from related companies 36 4,605 -
HAb & Other investments 20 42,130 11,081
E&#(Aﬁj&gﬁfﬁ( Deposits placed with securities company 7,143 56,315
ﬂ?g%ﬁﬁ G Taxation recoverable 143 16
AT HAF M B4 Bank balances and cash 21 112,916 85,380
O A7 AR Pledged time deposits 35 31,818 42,424
403,172 388,583
=K Current liabilities
JRE A} B Trade payables 7,767 4,540
L Ath JE A5 3k Other payables 54,346 34,574
Wg’ﬁ'ﬁﬁﬁ . Taxation payables 252 -
—%ﬁqféﬁz Obligations under finance leases
P \$ﬂg/‘]7¥<ﬁ% - due within one year 23 468 -
— A NIRRT 5 K Bank borrowings - due within one year 24 130,000 80,200
192,833 119,314
B E A Net current assets 210,339 269,269
549,938 543,240
JBeAS K At 5 Capital and reserves
A Share capital 26 245,007 245,007
G306 Reserves 27 262,669 254,433
507,676 499,440
I i B & Non-current liabilities
*ﬁﬂﬁ‘%féz Obligations under finance leases
il FH 4 7R 4 - due after one year 23 4,439 -
R SE WA Deferred gain 25 4,023 -
—EARE R RAT K Bank borrowings - due after one year 24 29,800 39,800
HEeRMER Other long-term loan 28 4,000 4,000
42,262 43,800
549,938 543,240
#HH HH DIRECTOR DIRECTOR
&g R Yue Huafeng Zhang Hanrong
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HSAeCHRREESZEBERSE
REBEHEARHNMBHRR
CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

B E 200141231 H ILFREF
FOR THE YEAR ENDED 31ST DECEMBER, 2001

A4 AR T Net profit and total recognised gains for the year
B A R B Bl 2 Prior year adjustment arising from the effects of
I 4 3R 2 (Ff 3 3) changes in accounting policies (see note 3)
#20004F1 H1H Z Increase in accumulated losses at
2 e 4 4 1st January, 2000

2001 2000
ARWTF L AR #F oo
(EHi %)

RMB’ 000 RMB’ 000
(As restated)

8,236 1,375
(7,696)
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mFEeERaeRER
BEEASHEARHNIBRE
CONSOLIDATED CASH FLOW STATEMENT

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

HE 2001412731 A IL4ERE

FOR THE YEAR ENDED 31ST DECEMBER, 2001
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NET CASH (OUTFLOW) INFLOW FROM
OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE

Investment income on other investments

Interest received

Interest subsidy from finance bureau

Interest paid

NET CASH INFLOW FROM RETURNS
ON INVESTMENTS AND
SERVICING OF FINANCE

INVESTING ACTIVITIES
Refund of deposits placed with

securities company
Withdrawal of time deposits
Decrease (increase) in pledged time deposits
Proceeds from disposal of other investments
Net cash inflow from assets restructuring
Proceeds from disposal of property, plant and equipment
Purchase of other investments
Purchase of property, plant and equipment
Placement of time deposits
Deposits placed with securities company

NET CASH INFLOW (OUTFLOW) FROM
INVESTING ACTIVITIES

NET CASH INFLOW (OUTFLOW) BEFORE
FINANCING

FINANCING

New bank loans raised
Repayment of bank loans
Other borrowings raised

NET CASH INFLOW FROM FINANCING
INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE RATE
CHANGES

CASH AND CASH EQUIVALENTS AT
END OF THE YEAR REPRESENTING
Bank balances and cash

2001 2000

i ARETF AR#FT
(EH )

NOTES RMB’ 000 RMB’ 000
(As restated)

29 (15,503) 15,921
9,000 -

2,508 3,538

1,688 1,400
(8,250) (3,582)

4,946 1,356

56,190 -

20,000 83,474
10,606 (42,424)

5,810 -

30 5,212 -
563 531
(42,982) (10,685)
(28,431) (11,791)
(7,424) (20,000)
(7,018) (56,315)
12,526 (57,210)
1,969 (39,933)

31

90,000 110,000
(50,200) (31,000)

- 4,000

39,800 83,000

41,769 43,067

65,380 22,433
4 (120)

21 107,153 65,380
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NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

The Company is a sino-foreign joint stock limited company established
in the Mainland People’s Republic of China (the “PRC”). The Company
acts as an investment holding company and is also engaged in the design,
development, manufacture and sale of machine tools, precision measuring
equipment and precision transducers. The principal activities of its

subsidiaries are set out in note 14.

More than 90% of the Group’s turnover and operating results are derived
from the PRC market.

In the current year, the Group has adopted for the first time a number
of new and revised Statements of Standard Accounting Practice (SSAPs)
issued by the Hong Kong Society of Accountants. Adoption of these
Standards has led to a number of changes in the Group’s accounting
policies. The revised accounting policies are set out in note 4. In addition,
the new and revised Standards have introduced additional and revised
disclosure requirements which have been adopted in these financial
statements. Comparative amounts for the prior year have been restated

in order to achieve a consistent presentation.

The adoption of the new and revised Standards has resulted in the
following changes to the Group’s accounting policies that have affected

the amounts reported for the current or prior periods.
Intangible assets

SSAP 29 Intangible Assets specifies more rigorous criteria for the
recognition of intangible assets than were applied in previous periods.
Consequently, adoption of SSAP 29 has resulted in the derecognition of
staff quarters subsidy previously included in deferred costs, which were
reported as intangible assets in prior year’s financial statements. This
change in accounting policy has been applied retrospectively, resulting

in a prior year adjustment (see note 3).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS
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The effect of the adoption of the new accounting policy described in
note 2 on the financial position of the Group at 1st January, 2000 is

summarised below:

R H
Accumulated loss
ARMT T
RMB’000
Balance as at 1st January, 2000

As previously reported (60,028)

Derecognition of staff quarters subsidy
previously included as deferred costs (7,696)
As restated (67,724)

The financial effect of the adoption of the new accounting policy on the

results for the current and prior year is as follows:

2001 2000
AR ¥T T AR ¥T T
RMB’000 RMB’000
Increase in net profit as a result of
the derecognition of staff quarters
subsidy previously included in
deferred costs 403 403

The financial statements have been prepared under the historical cost
convention in accordance with accounting principles generally accepted

in Hong Kong. The principal accounting policies adopted are as follows:

Basis of consolidation

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

December each year.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date

of acquisition or up to the effective date of disposal, as appropriate.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

Revenue recognition

Sales of goods are recognised when goods are delivered and title has

passed.
Service income is recognised when services are provided.

Interest income is accrued on a time basis by reference to the principal

outstanding and at the interest rate applicable.

Interest subsidy from government is credited to income when the related

interest expenses are incurred.

Dividend income from investments is recognised when the Group’s rights

to receive payment have been established.
Property, plant and equipment

Property, plant and equipment, other than construction-in-progress, are
stated at cost less depreciation, amortisation and accumulated

impairment losses.

The gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sale proceeds and the carrying

amount of the asset and is recognised in the income statement.

The cost of land use rights is amortised over the terms of the contract

after obtaining the certificate of land occupancy rights.

Depreciation and amortisation are provided to write off the cost of other
property, plant and equipment, other than construction-in-progress, over
their estimated useful lives, after taking into account their estimated

residual value, using the straight line method at the following rates per

annum:

Buildings 2.5%
Plant and machinery 2% - 8%
Furniture, fixtures and equipment 6% - 10%
Motor vehicles 6% - 10%

Assets held under finance leases are depreciated over their expected useful
lives on the same basis as owned assets or, where shorter, the term of the

relevant lease.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS
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Construction-in-progress

Construction-in-progress is stated at cost which includes all development
expenditure and other direct costs, including borrowing costs,
attributable to such projects. The cost of completed construction work

is transferred to the appropriate asset category.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the identifiable

assets and liabilities of a subsidiary.

Goodwill arising on acquisition is capitalised as a separate asset and

amortised on a straight-line basis over its useful economic life.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and
accumulated impairment losses. The cost of technological knowhow is
amortised on a straight line basis over its expected useful life of ten

years.
Impairment

At each balance sheet date, the Group reviews the carrying amounts of
its assets to determine whether there is any indication that those assets
have suffered an impairment loss. If the recoverable amount of an asset
is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. Impairment losses are

recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable amount,
such that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss

is recognised as income immediately.
Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet

at cost less any identified impairment loss.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is calculated using the weighted average cost method. Net realisable
value represents the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs

necessary to make the sale.

Investments in securities

Investments in securities are recognised on a trade-date basis and are

initially measured at cost.

Investment other than held-to-maturity debt securities are classified as

investment securities and other investments.

Investment securities, which are securities held for an identified long-
term strategic purpose, are measured at subsequent reporting dates at

cost, as reduced by any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains and

losses included in net profit or loss for the year.

Borrowing costs

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

deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period in

which they are incurred.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS
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Leased asset

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets
concerned to the Group. Assets held under finance leases are capitalised
at their fair value at the date of acquisition. The corresponding liability
to the lessor, net of interest charges, is included in the balance sheet as
a finance lease obligation. Finance costs, which represent the difference
between the total leasing commitments and the outstanding principal
amount at the inception of the finance lease, are charged to the income
statement over the period of the relevant lease so as to produce a constant
periodic rate of charge on the remaining balance of the obligations for

each accounting period.

All other leases are classified as operating leases and the annual rentals
are charged to the income statement on a straight-line basis over the

relevant lease term.

Where assets are sold to a lessor and leased back by the Group, and the
transaction results in a finance lease, any excess of sales proceeds over
the carrying amount of the assets is deferred and amortised over the

appropriate lease term.

Taxation

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

future.

Research and development expenditure

Expenditure on research activities is recognised as an expense in the

period in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the development
costs incurred on a clearly defined project will be recovered through
future commercial activity. The resultant asset is amortised on a straight-

line basis over its estimated useful life.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

Retirement scheme cost

The Group participates in a state-managed retirement plan pursuant to
which the Group pays a fixed percentage of its qualifying staff’s wages
as contribution to the plan. The contribution payable to the retirement

plan in respect of the year is charged to the income statement.

Foreign currencies

The Group maintains its books and records in Renminbi.

Transactions in foreign currencies are translated at the rates ruling on
the dates of the transactions quoted by the People’s Bank of China.
Monetary assets and liabilities denominated in foreign currencies are
re-translated at the middle market rates ruling on the balance sheet
date quoted by the People’s Bank of China. Profits and losses arising on

exchange are dealt with in the income statement.
Cash equivalents

Cash equivalents represent short term highly liquid investments which
are readily convertible into known amounts of cash and which were
within three months of maturity when acquired; less advances from banks

repayable within three months from the date of the advance.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

SRR B AR AR AR R ) AN R Turnover represents the amounts received and receivable, which is net
J5 8 1 i 22 i e R AT e s 1 of value-added tax (“VAT”), business tax and returns, for goods sold and
Bl EERLGRRPIE M2 FHEKA services rendered by the Group to outside customers during the year.
y P g Y
I o
A B EB R B SERFHANS IR An analysis of the Group’s turnover is as follows:
2001 2000
ANR¥Fr ANR¥Fr
RMB’000 RMB’000
B e Sales of goods 91,291 78,770
$R A e Bs Services rendered 11,203 12,301
102,494 91,071
ANEFEEA —IE FEER > APskE - The Group has only one principal activity, namely the design,
BAEE - N B ERIR - KRR development, manufacture and sale of machines tools, precision
R FNHS 5B > R I ZEHS 0 B B Rl measuring equipment and precision transducers. Accordingly, no
KIEEH o segmental analysis by activity is presented.
A H 4 B N A A More than 90% of the Group’s turnover and operating results are derived
909 A& IR it F R g o from the PRC market.
2001 2000
A R¥For A RWF e
RMB’000 RMB’000
HAb A AL 45 Other income comprises:
SRAT I H T 4 A A AE X Interest income on deposits with banks
B ) B i A and other financial institutions 2,508 3,524
HEHERA Investment income on other investments 9,000 -
BT R (R R A VAT for new products refunded 1,700 1,325
A B BUF) 2 A R Interest subsidy from finance bureau 1,688 1,400
HE Others 705 1,005
15,601 7,254
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

Profit from operations has been arrived at

after charging:

Auditors’ remuneration
— current year

— under(over)provision in prior years

Amortisation of prepaid rental
Depreciation and amortisation of property,
plant and equipment
Loss on disposal of other property,
plant and equipment
Impairment loss on property,
plant and equipment
Loss on disposal of other investments
Research and development costs
Staff costs including:
Directors’ and supervisors’ remuneration
— Fees
executive directors and supervisors
non-executive director
independent non-executive directors
— Other emoluments
executive directors and supervisors
non-executive director

independent non-executive directors

Retirement scheme contributions

Other staff costs

2001 2000
A RM¥TF oo AN BR¥TFor
(EHE)

RMB’000 RMB’000
(As restated)

1,280 851
35 (678)
1,315 173
93 93
16,003 15,919
518 56
3,395 -
120 -
2,747 2,703
70 12

4 7

35 22
455 245
564 286
4,096 4,889
33,109 29,277
37,769 34,452
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

B E BB A The emoluments of the highest paid employees are analysed as follows:
TEAAE BE AR B 8 T i = i B B The five highest paid employees of the Group in the year included three
FEAN T 3NL(2000 ¢ 400)EE R > FLPH (2000: four) executive directors of the Company, details of whose
AFEE TR B3 8RR 2042000 ¢ emoluments are set out above. The emoluments of the remaining two
I E R B ZM AT : individuals (2000: one) are analysed as follows:
2001 2000
AR ANRWETF T
RMB’000 RMB’000
e Salaries 133 31
FEX N T Retirement benefit scheme 6 1
139 32

The emoluments of the employees were within the following band:

fiE B % H
Number of employee
2001 2000
H ¥ 07T 2 M 1,000,000 7T Nil to HK$1,000,000 2 1
RN ASE EI S AT T 4 = 52 During the year, no emoluments were paid by the Group to the respective
%ﬁ)\i(@?ﬁ%$){ffﬂ%l%%?%ﬂﬂ?§ five highest paid individuals, including directors, as an inducement to
SN 2 AR 48 B 2 37 4 ok fE A B A join or upon joining the Group or as compensation loss of office. In
8 o TASEN - HE 5 A R FE AT ] P addition, during the year, no director had waived any emoluments.
ﬁ o
2001 2000
A R #F T ANRWETF T
RMB’000 RMB’000
Tl FRZEA TLAF N A BB R Interest expenses on borrowings
ZAEBRAE 3 wholly repayable within five years 8,250 3,582
g RAE R LR T Less: amount capitalised in
BREARZF B construction-in-progress (949) (263)
7,301 3,319
I 52,18 2% Exchange (gain) loss 4) 120
7,297 3,439
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

Pursuant to a document issued by the PRC State Tax Bureau on 21st
October, 1993 and confirmed by a notice issued by the Ministry of Finance
and the State Tax Bureau on 18th April, 1994, the Company’s profit is

subject to income tax at a rate of 15% as from st January, 1993.

Pursuant to the relevant laws and regulations in the PRC, the Group’s
PRC subsidiaries are entitled to an exemption from PRC income tax for

the two years starting from the first production year.

No provision for PRC income tax has been made in the financial
statements as the Group’s assessable profit for the year is wholly absorbed

by tax losses brought forward.

At 31st December, 2001, the Group had an unrecognised deferred tax
asset of RMB2,167,000 (2000: RMB2,494,000), which represents the
tax effect of timing differences arising as a result of tax losses available to
set off against future profits. The deferred tax asset has not been recognised
in the financial statements as it is not certain that the benefit will

crystallise in the foreseeable future.

In accordance with Article 177 of the PRC Company Law, profit after

taxation is applied as follows:

(1) making up prior year losses;

(2)  allocation to statutory surplus reserve;

(3) allocation to statutory public welfare fund;
(4)  allocation to discretionary surplus reserve; and

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

The board of directors proposes that no appropriation be made for the

year.

No transfer is proposed to be made to the statutory surplus reserve or the

statutory public welfare fund as the Company has accumulated losses.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

A B s ) T AR 5 A A B i RN R W
8,236,0007G(2000 © H #i £ A K ¥
1,375,00070) &% 2% 4F FE © 8% 17 ik

The calculation of earnings per share is based on the net profit for the
year of RMB8,236,000 (2000: RMB1,375,000 as restated) and the
number of 245,007,400 (2000: 245,007,400) shares in issue throughout

114

245,007,400/% (2000 : 245,007,400/5)

the year.

FHE o
piil g
Z i i
Hi HERE A il i
[idiikid BEY A BRA af ERLE Xl
Buildings
under Furniture,
Land medium Plant fixtures
use term lease and and Motor Construction-
rights  inthe PRC  machinery  equipment vehicles  in-progress Total
AREFLT ARBFLE ARETIT AREFT ARETT AR¥FL ARETT
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000
AEH THE GROUP
JA COST
2001414 1H At Ist January, 2001 25,560 130,461 152,381 23,349 4,399 36,395 372,545
N Additions - 4315 8,341 73 778 20,138 33,645
W R A £ 7 Acquired on acquisition - 513 1,322 2,020 2,561 91 6,507
of businesses
WREAMBAR  Acquired on acquisition = 494 21,227 1,505 298 42 23,566
of subsidiaries
LLE Transfers = 1,021 18,857 542 = (20,420) =
i Disposals (7,992)  (6712)  (1,463) ) (54) (336)  (36,566)
#2001 12318 At 31st December, 2001 17,568 110,092 200,665 27,480 7,982 35,910 399,697
g - B R DEPRECIATION,
Vo (LU Al AMORTISATION AND
IMPAIRMENT
2001414 1H At lst January, 2001 3,683 23,686 61,479 11,459 2,286 = 102,593
AARJE 2 el Provided for the year 511 3,339 10,277 1,551 325 = 16,003
W N AT Acquired on acquisition - 43 195 533 261 - 1,032
of businesses
WHEAMBAR  Acquired on acquisition = 13 3,947 475 150 = 4,585
of subsidiaries
(e A Impairment loss recognised - - 2,230 493 - 672 3,395
in the income statement
HEE A S Eliminated on disposals - (9,925) (932) ) (53) - (10,919)
J#20014F 12131 At 31st December, 2001 4,194 17,156 77,196 14,502 2,969 672 116,689
R T 5 £ NET BOOK VALUE
J#20014F12131H At 31st December, 2001 13,374 92,936 123,469 12,978 5,013 35,238 283,008
J#2000%F12131H At 31st December, 2000 21,877 106,775 90,902 11,890 2,113 36,395 269,952




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

e BT
2 BUN

L HERE e i L
it 22y i e R ERTE gt

Buildings
under Furniture,
Land medium Plant fixtures
use  term lease and and Motor Construction-
rights  inthe PRC  machinery  equipment vehicles  in-progress Total

ARETL ARBBTE ARETT ARBTL ARWTE ARETT ARETIL
RMB'000  RMB000 ~ RMB'000 ~ RMB'000 ~ RMB000  RMB000  RMB'000

/NG THE COMPANY
JA(E COST
2001414 10 At 1st January, 2001 25,560 130,461 152,381 23,349 4,399 36,395 372,545
nE Additions = 4315 8,341 73 778 20,138 33,645
B AER Acquired on acquisition - 513 1,322 2,020 2,561 91 6,507
of businesses
L Transfers - 1,021 18,857 542 - (20,420) =
& Disposals (7,992) (26,712 (1,463) ©) (54) (336)  (36,566)
2001412131 H At 31st December, 2001 17,568 109,598 179,438 25,975 7,684 35,868 376,131
N ) DEPRECIATION,
il (L Al AMORTISATION
AND IMPAIRMENT
200141 1A At 1st January, 2001 3,683 23,686 61,479 11,459 2,286 = 102,593
AR 2 e f Provided for the year 511 3,339 10,277 1,551 325 = 16,003
B A LT Acquired on acquisition - 43 195 533 261 - 1,032
of businesses
Wi Impairment loss recognised - - 2,230 493 - 672 3,395
in the income statement
01 IR B Eliminated on disposals - (9,925) (932) ©) (53) - (10,919)
12001412431 H  Ac 31st December, 2001 4,194 17,143 73,249 14,027 2,819 672 112,104
BT NET BOOK VALUE
2001412131 H At 31st December, 2001 13,374 92,455 106,189 11,948 4,865 35,196 264,027
2000412310 Ac 315t December, 2000 21,877 106,775 90,902 11,890 2,113 36,395 269,952
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R19934F10 7 » A8/ W Hh B B A
BER M I% T 2 B g S8 W AR 75 Lt 7 f
FAREAEIA 24504 o
LIS A R T VR T AR
wT o MR AR RIS 1 A [ 2
FEE PO R T ¥ L e 7T (LI & K0 N R K
435,0007G LA fz B H i A -

R20014E12H31H > FERTRPHAE
A2 F B BETEEE 5 N R ¥E2,082,0000C
(2000: A #1,133,00070) °

R20014E1231H - IR EEFELH AR
#55,573,000TC(20004F : )W) [ & &
EAMEME -

The Group was granted the rights to use the land, on which its buildings
are situated, by the relevant PRC authorities for a period of 50 years

from October 1993 onwards.

The directors have reviewed the carrying value of property, plant and
equipment of the Group at 31st December, 2001 and determined that
there were idle plant and machinery, furniture, fixtures and equipment.
Such assets have been written down to the net selling price of
approximately RMB435,000 with reference to the market value as at
31st December, 2001.

At 31st December, 2001, the cumulative amount of interest capitalised
in construction-in-progress amounted to RMB2,082,000 (2000:
RMB1,133,000).

The net book value of property, plant and equipment of the Group at
31st December, 2001 includes an amount of approximately
RMBS5,573,000 (2000: Nil) in respect of assets held under finance leases.

2001 2000
ANRWETF T AR¥T T
RMB’000 RMB’000
IR LT b B N Bl 2 & Unlisted shares, at cost 22,843 —
R20014E12 310 > & WM& A w25 Details of the Company’s subsidiaries at 31st December, 2001 are as
FwTF - follows:
iRy E#fT K A A
RssE #EZ FH
Wi 2 ) 44 7 ES P L 02 A CHRORA TEXH
Proportion of
Nominal nominal value of
value of registered capital
Place of registered held by the
Name of subsidiary incorporation capital Company directly  Principal activities
TR R NE I ARH2,000,0007C 80%  wcat ~ BEEK
SHARAF ([VEER]) 15 AR
Xian Ser Turbo Machinery PRC RMB2,000,000 80%  Design, develop and
Equipment Company Limited (“Xian Set”) sales of turbo-machinery
e 15 768 2 R 2 B ARM600,0007C 90%  BAEISHERA -
AR (THerifEE]) e Wil &
TR BAF R
Shaanxi Hengtong Intelligence PRC RMB600,000 90%  Develop and sale of

Machine Company Limited (“Shaanxi Hengtong”)

manufacturing moulds,
machinery, equipment,
electronic products,

software and hardware

4 6 A A (T 87
B -

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

the year or at any time during the year.
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FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH HONG KONG ACCOUNTING STANDARDS

A4 /N
THE
THE GROUP COMPANY
ANR¥FIT ANBR¥FIT
RMB’000 RMB’000
BAME COST
L YNNG Arising on acquisition of subsidiaries 15,071 -
W EH Arising on acquisition of businesses 9,359 9,359
24,430 9,359
48 8 AMORTISATION
A NS R 2001 4F Provided for the year and balance at
120310 2 &k 31st December, 2001 = =
W T 5% NET BOOK VALUE
20014F 12 31 2 &5tk At 31st December, 2001 24,430 9,359
P BB BR B 104F © The amortisation period adopted for goodwill is 10 years.
BA Bl
Technical
knowhow
AR ¥or
RMB’000
(B 7E)
(Note)
AL B AR ) THE GROUP AND THE COMPANY
RAME COST
200141 H 1 H 2 &6 At 1st January, 2001 =
NE Additions 26,360
A BB R IEA Acquired on acquisition of businesses 13,084
#20014F12H 31 H 2 &5 & At 31st December, 2001 39,444
5y AMORTISATION
AR NS R 2001 4F Provided for the year and at 31st December, 2001
12H31 H 2 456k =
iEyTARE(EN NET BOOK VALUE
#20014F12H 31 H 2 &5 & At 31st December, 2001 39,444
*20004F12H 31 H 2 & & At 31st December, 2000 =
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BitaE - Note:
HUA F AT 2 AR N R %526,360,0007T The cost of technical knowhow of RMB26,360,000 represents the laser
K NS ) g i S N prototyping and manufacturing technology and the controllable
FEEGEE AR (S REE ] A centrifugal energy conservation compressor technology acquired from
PO PR R i AR 4 T 3 B e Xian Jiaotong University Industrial (Group) Incorporation (“Jiaotong
L BR AR BN o Group”), a substantial shareholder of the Company.
SRR EREE S B R RE S A A B S The remaining balance represents the technical knowhow of developing
Refb AR HAT > A B2 B 2E KR intelligent computerised coloured embroidery machines and intelligent
] 5 (52 30) B 00T #1047 4 electrical appliances that were acquired from Jiaotong Group (see note
B8 o 30). The technical knowhow is amortised over 10 years.
FAT
Prepaid rental
A RWET T
RMB’000
AL [ Je AN THE GROUP AND THE COMPANY
HEAE COST
7#20014F1H1H K20014F12H31H At 1st January, 2001 and 31st December, 2001 4,486
15 AMORTISATION
R20014F1H1H At 1st January, 2001 467
AR A JiE 2 MEAR Provided for the year 93
A20014E 1231 H At 31st December, 2001 560
e T 73 B NET BOOK VALUE
2001412 H31H At 31st December, 2001 3,926
7% 20004F12H 31 H At 31st December, 2000 4,019
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EN S AN
THE GROUP THE COMPANY
2001 2000 2001 2000
ARWEFIT ARWFLT ARWTFT ARWETT
RMB’000 RMB’000 RMB’000 RMB’000
JE R Raw materials 24,504 30,944 24,041 30,944
7E il fh Work-in-progress 101,468 103,846 93,825 103,846
5L Finished goods 36,289 37,895 35,485 37,895
162,261 172,685 153,351 172,685
DL b A 5 0 {1 e R AT 488 B V(B 91 D 2 Included in the above are inventories carried at net realisable value as
T ¢ follow:
EN S AN
THE GROUP THE COMPANY
2001 2000 2001 2000
ARWEFIT ARWFLZ ARWTFT ARWET
RMB’000 RMB’000 RMB’000 RMB’000
1 L Raw materials 16,201 26,635 16,201 26,635
TE 1l & Work-in-progress 83,014 102,101 83,014 102,101
B Finished goods 10,187 2,079 10,187 2,079
109,402 130,815 109,402 130,815
AL FH 46T & A2 5 % 5 AR DHE 2 1Y The Group agrees credit terms with its trade customers on an individual
AR o JE IR 3R 2 R W 43 B basis. Details of an aged analysis of the Group’s trade receivables are as
o follows:
AL
THE GROUP
2001 2000
A RMF T ANR¥TFT
RMB’000 RMB’000
1IN Within one year 32,647 16,240
1% 24F Between one to two years 7,013 140
2% 34F Between two to three years 58 1,551
E Over three years 1,535 215
41,253 18,146
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AL K
THE GROUP AND THE COMPANY
2001 2000
A R#F T AR WET T
RMB’000 RMB’000
JHER G Equity securities:
R T2 R E BT E Listed in the PRC, at market value 42,130 11,081
AL ZN/AS|
THE GROUP THE COMPANY

2001 2000 2001 2000
AR¥EFT AR¥FT ARWTT ARWTET
RMB’000 RMB’000 RMB’000 RMB’000
AT R LBl Bank balances and cash 107,153 65,380 105,492 65,380
SRAT R K Time deposits 7,424 20,000 7,424 20,000
114,577 85,380 112,916 85,380

REATRRE R 2 BEES A AT I R - Details of the aged analysis of trade payables are as follows:

K S

THE GROUP
2001 2000
A RMT T A RWToT
RMB’000 RMB’000
15 LAA Within one year 7,837 1,384
1524 Between one to two years 1,180 -
2% 34F Between two to three years 11 -
34EDL B Over three years 1,137 3,156
10,165 4,540
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Rl A 4 R 78
i
B

—AE R R

B hEMER

W ARAHE#

il FH 4 7K R
P Kici

B A A ]
il 2 S
(B 574 i B
1)

—ER B EE

DA _E R 4 4% 2 [ 7 42 ok e R SR LA
A EHE - BEHARFHE4

R Ay 64F -

R AR A 40 A 3

Minimum lease payments

AER M B
THE GROUP AND THE COMPANY

R AR 4 A s 2 Bl E

Present value of

minimum lease payments

2001 2000 2001 2000
ANR¥FTt ARETFLT AR¥FILT AR¥ETT
RMB’000 RMB’000 RMB’000 RMB’000
The maturity of obligations
under finance leases
is as follows:
Within one year 710 - 468 -
In the second to
fifth year inclusive 6,817 - 4,439 -
7,527 - 4,907 -
Less: Future finance charge (2,620) - - -
Present value of obligations
under finance leases 4,907 - 4,907 -
Less: Amount due for
settlement within
one year (shown under
current liabilities) (468) -
Amount due after one year 4,439 -

finance leases entered into is 6 years.

All leases are on a fixed repayment basis and no arrangements have been

entered into for contingent rental payments. The average term of the
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AL ZN/AS|
THE GROUP THE COMPANY
2001 2000 2001 2000
ANR¥FT AR¥TT AR¥TT AR¥TT
RMB’000 RMB’000 RMB’000 RMB’000
EFR LR BIH R ©  The maturity of the
bank borrowings
is as follows:
— RN R Within one year 130,200 80,200 130,000 80,200
R i — 4 3 £F More than one year
AR N R R but not exceeding
two years 29,800 10,000 29,800 10,000
A AR TR More than two years
TAF R E R but not exceeding
five years - 29,800 — 29,800
160,000 120,000 159,800 120,000
W OB A —F Less: Amount due within
WE R 2 3K one year shown under
current liabilities (130,200) (80,200) (130,000) (80,200)
— R E R 5 Amount due after one year 29,800 39,800 29,800 39,800
EEA TR Analysed as:
— A4 — secured 89,800 79,800 89,800 79,800
— SR — unsecured 70,200 40,200 70,000 40,200
160,000 120,000 159,800 120,000

F A AT B B B 2 SRR AR AR
EEAE > &R T EEY G2
AN TFUESE - W2 IAAH B 5 2 il A
B MBS @Y 2 WA R IR E
FRR204F AR S -

The gain on disposal of certain buildings is deferred as the buildings are
subsequently leased back by the Group. Such leases qualify as finance
leases and the gain is deferred and amortised to income over the lease

term of 20 years.
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AR E A R 100 2 %8 i
- AR
- HE

W SO B BT ) 2 e A R BB R
BB BB S R
Ab o AR B A5 0t [ A 25 T 2 5
A Al S HE A

A5 THE GROUP

2000414 10 At 1st January, 2000
- ERA — as previously reported
- HTHITRE (a5 — prior year adjustment (note 3)
- EEf% —as restated

AR Net profit for the year

£ 200041231 H At 31st December, 2000
(ERE) (As restated)

AR Net profit for the year

200141231 H At 31st December, 2001

Ordinary shares of RMB1 each
— A shares
— H shares

sEf - BT

Lo

2001412000
Registered,

issued and fully paid
2001 & 2000
ARWT T

RMB’000

180,007

65,000

245,007

Except for the currency in which dividends are paid and the restrictions

as to whether the shareholders can be PRC investors or foreign investors,

A shares and H shares rank pari passu in all material respects with each

other.
A e e
A it 18 N €A ARE nig  REESR CEil
Statutory
Statutory public
Share Capital surplus welfare Accumulated
premium reserve reserve fund losses Total
ARBTFLT ARWTFT ARBFT AR¥TFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
293,745 10,225 8,406 8,406 (60,028) 260,754
- - - - (7,696) (7,696)
293,745 10,225 8,406 8,406 (67,724) 253,058
- - - - 1,375 1,375
293,745 10,225 8,406 8,406 (66,349) 254,433
- - - - 8,236 8,236
293,745 10,225 8,406 8,406 (58,113) 262,669
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P/ THE COMPANY

200014 1H At 1st January, 2000
- ERE —as previously reported
- THIFRE (EE 3) — prior year adjustment (note 3)
- Bk —as restated

AR R Net profit for the year

2000412131 H At 31st December, 2000
ERK) (As restated)

A ) P Net profit for the year

J#20014E 1231 H At 31st December, 2001

EARNTES T B IR B E 19934F7
A1H %19934F10H 18 H M 2
Fl > FERARE19934F11 F 20 H By R B
/NI N/ I IRV YA =
AL 7 S AT B 4 N R ¥7,000,0000CF
EEANRBUN® 2 %8 -

F P BCIE E N B TR B A Rl K
RBLAZ U A P PRI 2 B o MIEE
HEMHBRCEARANFGEREAT > 2
TR AR R o SEE AR R TIK
R 2 — By o MRAE B Al
T R O T A T R R e A A A s
o PER A ] A A B s 1 o
AFAEAR - HEEAHEHE S EAR
B o BT B AR A A S AT DI GE
MEAME D2 =+ -

AR v I B RS R B T 2E St
iR eofr Bl » mEN IS EH
JHIA b 3 BAY M T 48 e A M) it S iy o
HBEANBEAERAN A THREAME -

R20014E12 431 H » A "R E B 6
FHME R MR R B A AN R
66,400,0007C(2000 : EE #if& A
68,451,00070) » N 1% 45 B8 1773 F Al 4
il ©

A e ke
A i 18 NEE N €A rie  ZEER Awf
Statutory
Statutory public
Share Capital surplus welfare Accumulated
premium reserve reserve fund losses Total

AREFT ARETT ARMTET ARETT ARHTT ARKEFTL
RMB'000  RMB000  RMB'000 ~ RMB000 ~ RMB'000  RMB'000

293,745 10,225 8,406 8,406 (60,028) 260,754
- - - - (7,696) (7,696)

293,745 10,225 8,406 8,406 (67,724) 253,058
- - - - 1,375 1,375
293,745 10,225 8,406 8,406 (66,349) 254,433
- - - - 8,236 8,236
293,745 10,225 8,406 8,406 (58,113) 262,669

The balance of capital reserve represents the profit of Kunming Machine
Tool Plant (a stated-owned enterprise before the reorganisation in 1993)
for the period from 1st July, 1993 to 18th October, 1993 less an amount
of RMB7,000,000 which the Company paid in cash to Yunnan Provincial
People’s Government pursuant to a demerger agreement dated 20th
November, 1993 between Kun Ji Group Company and the Company.

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

shall amount to not less than 25% of the registered capital.

According to Article 66 of Accounting Standards for Industrial
Enterprises issued by the Finance Department of the PRC, the statutory
public welfare fund is principally used for expenditure on staff welfare
facilities. The statutory public welfare fund cannot be used for the

payment of staff welfare expenses.

No profit is available for distribution as the Company had accumulated
losses of RMB66,400,000 in accordance with the PRC accounting
standards as at 31st December, 2001 (2000: RMB68,451,000 as
restated).
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FUE R G AR SR e S B A K
EHGRHIERASE BRER T
ARHA R EERR > S FOR &
ERER LI AR REIEA -

The amount is unsecured and non-interest bearing. In the opinion of
the directors, the repayment will not be demanded within the next twelve
months from the balance sheet date and the amount is therefore shown

in the balance sheet as non-current.

2001 2000
AR ¥FT A R¥ToT
RMB’000 RMB’000
(EHif7)
(As restated)
oL i 72 2 v M) Profit before taxation 8,236 1,375
RS WA Interest income (2,508) (3,524)
BB S Interest expenses 7,301 3,319
H W R B A Interest subsidy from finance bureau (1,688) (1,400)
HAH &g A Investment income on other investments (9,000) -
e 5, (s ) )5 18 Exchange (gain) loss 4) 120
I8 5 A AT A5 B M Depreciation and amortisation of property,
plant and equipment 16,003 15,919
FH 5 4 8 Amortisation of prepaid rental 93 93
5 e E R R Loss on disposal of other property,
plant and equipment 518 56
W AR AR Net gain arising from assets restructuring (7,858) -
I8 5 2 ek A Impairment loss on property,
plant and equipment 3,395 -
WK B L EHRE Unrealised holding losses (gains)

&5 18 (i 1)) on other investments 6,003 (396)
HEE H At 4 B R 2k Loss on disposal of other investments 120 -
7 &1 Increase in inventories (23,543) (13,852)
R A B T (i 2D (Increase) decrease in trade receivables (13,105) 2,933
At JEE AR T (B8 A TRk D (Increase) decrease in other receivables (6,555) 1,322
JRE A5} B T i o) Decrease in trade payables (674) (3,053)
A R ASF 32 T 1 Increase in other payables 7,763 13,009
WEEH B4 Net cash (outflow) inflow from

WA T EE operating activities (15,503) 15,921
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RN > A0 F) SR SR B R
N T T g 2 ) % B T SE 5 A
B EE K EE (GRTIEAES])
ANFIIRES TEE > RS
T IRE > EEY KA RHETE
BIEBUN o LAt 52 5 RS — THEE
HHZ S LT - RIFA B TTRE 2
Wb ([t ak)) > AR EEREAM L
FRIERE AT AR A B 7 AR H P
B 7 SOELT o A B R ALK B

During the year, the Company acquired two subsidiaries and certain
businesses together with their related assets and liabilities from Jiaotong
Group and several individuals (collectively the “Acquired Businesses”).
The Company also disposed of certain assets, comprising principally
land use rights, buildings and inventories to Yunnan Provincial People’s
Government (“Yunnan Government”), the substantial shareholder of
the Company. These transactions are collectively referred to as assets
restructuring transactions. An agreement was entered into amongst all
the relevant parties involved to settle the payment of the assets
restructuring transactions by way of set-off of accounts (the “Settlement

REBERBEUWFEIWT Agreement”). Details of the assets and liabilities involved are as follows:
2001 2000
A RWToT A RWT T
RMB’000 RMB’000

WEAZ PG Net assets acquired:

[ o & Property, plant and equipment 24,456 -
TV & Intangible assets 39,444 —
#8 Inventories 13,019 —
JRE AR 3K Trade receivables 10,002 -
S Athy B i Other receivables 12,265 -
CIFES TR Tax recoverable 126 -
SRAT G B K Bl Bank balances and cash 5,212 -
JRE A e Trade payables (6,299) —
S Ath 8 A5 2K Other payables (19,050) -
JRE ASF I TR R VR Amount due to a shareholder (12,800) —
RITE K Bank borrowings (200) -
JREAST i 42 Taxation payable (969) -
Pl A A AR Obligations under finance leases (642) -
D B R RE £ Minority interests (2,175) -
62,389 -
TR i S8 T 2 A 2 R Goodwill arising on acquisition 24,430 -
J W I e S AR AR Consideration on acquisition 86,819 -
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B B A E

ZEaCs
- b5 HE e SR )

Ji B Y 2RI W i
o b5 T B L S
B2 AT B
B A B 2 AT 3 (BB K

B AT R
B T WO 2 A
JE Wi B 2 A

fHE I X
JFE W SR

MR EE B EEZ BlE RBlE

SFEYF AT

HEA 2 8RAT &5 Bk M Bl &

Net assets disposed of:

Inventories
Land use rights and buildings
Deferred income on disposal of buildings
Business tax payable on disposal of
land use rights and buildings
VAT payable on disposal of inventories

Net gain arising from assets restructuring
Consideration for disposals
Net consideration receivable

Satisfied by:

Amount due from a shareholder

assets restructuring transactions:

Bank balances and cash acquired

2001
UNL o
RMB’000

46,986
24,566
4,023

2,706
5,442

83,723
7,858

91,581

4,762

4,762

2001

AR¥T T

RMB’000

5,212

2000
A BT
RMB’000

Analysis of the inflow of cash and cash equivalents in respect of the

2000
AT
RMB’000
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5 AT R

T A AR I HoAth A 5K

Obligations Bank

under and other

finance leases borrowings

A R¥F T A RWF oo

RMB’000 RMB’000

R 200041 H 1 H & ik Balance at 1st January, 2000 = 41,000
BT HE SR AT B K New bank loans raised — 110,000
HoAth B 45 53K Other borrowing raised - 4,000
T ERAT B 3K Repayment of bank loans - (31,000)
7 20004F12 H 31 B & fig Balance at 31st December, 2000 = 124,000
# 7 BB ALK Inception of finance leases 4,265 -
TG ERAT B New bank loans raised — 90,000
WG E EA A (530 Acquired on assets restructuring (note 30) 642 200
T ERAT B 3K Repayment of bank loans - (50,200)
R 2001412 A 31 H &5 % Balance at 31st December, 2001 4,907 164,000

During the year ended 31st December, 2001, the major non-cash

AAREER - FEIFBEZ 5 FHM

T transactions are as follows:

(@) AEEFEBRALEEMERET (a) The Group entered into finance leases for its use of certain
HEIT I S A S T 1 buildings with a total capital value at the inception of these leases
EZMH > ZEEERARM of RMB4,265,000.

B GBI 2 M B A E £ AR
4,265,0007C ©
by  FFEEsoz AT sk o (b)  The Settlement Agreement as set out in note 30.
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RAEE B > AL RARNFA AR At the balance sheet date, the Group and the Company had commitments
B BB > RGE AR RS T for future minimum lease payments under non-cancellable operating
IR > %S AR T leases which fall due as follows:
A B 1 2 2% )
THE GROUP AND THE COMPANY
2001 2000
ANRWT T ARWT T
RMB’000 RMB’000
—4E R Within one year 720 -
FEEREEHEN In second to fifth year inclusive 2,692 -
hAFEZ Over five years 10,097 —
13,509 -
AL ] 2 B T A S A T A 7 Operating lease payment represent rental payable by the Group for
KRB ZES - FTEMANEHER certain of its office properties, factories and staff quarter. Significant
Ey204F o leases are negotiated for an average term of 20 years.
REEEH > AREE RN E 2 EARE At the balance sheet date, the Group and the Company had the following
mF : capital commitments:
A4 A ]
THE GROUP THE COMPANY
2001 2000 2001 2000
ARWTIE AR¥TET AR¥TFTT ARW¥TI
RMB’000 RMB’000 RMB’000 RMB’000
SR SOl EN N Capital expenditure in
Vo 5 R 3R e B respect of the acquisition
ZEARZEE of property, plant and
[ 2 G A equipment contracted for
but not provided in the
financial statements 5,489 12,772 4,670 12,772
AL RAN R i K At the balance sheet date, the Group and the Company had pledged
Y AR 75,400,0007T(2000 land and buildings having a net book value of approximately
A R¥632,103,00070) K SR 47 7 HI A7 3K RMB75,400,000 (2000 : RMB32,103,000) and time deposits of
# N R %31,818,00076(2000 : A RH RMB31,818,000 (2000: RMB42,424,000) to secure bank loans granted
42,424,000)EL K48 T ER1T1E B R it A% to the Group.

NAZ B o
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TAAAERE > AL B TR 58 5 i |
R (T E TR Al Ao B g A\ £
WOHERT R RIS o AR AR I B AE B
BN EERA S MAESTE B 2 ERAS
BRI

During the year, the Group had significant transactions with connected
parties as defined in the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”). The transactions with these
connected parties during the year and balances with them at the balance

sheet date are as follows:

ES 3L
THE GROUP
2001 2000

NP Lo e AR¥FT ARETT
Name of company Nature of transactions RMB’000 RMB’000
n x5

TRANSACTIONS

E/NEIE 3

Substantial shareholders of the Company

ZRE M W ZER I A SE TS GERR) 86,819 -

Z J A BRYE b TR A Acquisition of Acquired Businesses

WA 2 B W N+ 2 B from Jiaotong Group (note a)

#3%) B B A (R B D) 997 -

Jiaotong Group (including its Sales of machinery to Jiaotong Group

associates as defined by the (note b)

Listing Rules, other than AR A 4R ik 2 A

members of the Group) GEBo 200 -

Guarantee given by Jiaotong
Group (note c)
E A BUK & 7 GERR) 91,581 -

Yunnan Government

Sales of assets to Yunnan Government (note d)
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o F A

Name of company

@

255 ()
TRANSACTIONS (Continued)

IR 7% R B SOR ) 2 2 ]

BHREELR (TR
(EHFEZER 2 A &
AR _E T AR A A
() YN L g )

Kun Ji Group Company
(“Kunji”) including its
associates as defined by the
Listing Rules, other than

members of the Group)

EN S

THE GROUP

2001 2000
25 E AR®FILT  ARETT
Nature of transactions RMB’000 RMB’000
Companies controlled by the substantial shareholders
A8 & GEREe) 59 -
Sales commission to Kunji (note e)
RS fh GEREe) 1,174 -
Sales through Kunji as agent (note e)
S8 b L GERE D) 68 26
Sale of raw materials to Kunji (note f)
T & A GERE D 126 575
Sub-contracting fees received from Kunji (note f)
T2 S GERED 95 39
Sub-contracting fees paid to Kunji (note f)
SRR GERED 330 247
Construction costs paid to Kunji (note f)
WeHOK 6 & GEREg) 192 329
Utility services income received from Kunji (note g)
XATER B GER ) 318 66
Transportation service fee paid to Kunji (note g)
AT AV TR A A
HE NBEREGER ) 3,617 1,501
Payment to Kunji for provision of social,
education and medical services to
the Company’s employees (note g)
B T WOIR 3K B A B T B SR T GERE D) - 14,998
Disposal of trade receivables and
inventories to Kunji (note h)
AR MR 2 IR GE R ) 40,000 40,200

Guarantee given by Kunji (note i)
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ID)

AR
(a)

(b)

(c)

(d)

(e)

®

BALANCES
ANFZ EEBRR
Substantial shareholder of the Company
BN S G/
THE GROUP THE COMPANY
2001 2000 2001 2000
AR AiERTEE ANRWTIT ARWTILT ARWTT ARW¥TT
Name of Company Nature of balacnes RMB’000 RMB’000 RMB’000 RMB’000
LRAE JE i 2 4 B
Jiaotong Group Balance due from
- B UK E GERE ) - = 1,205 =
— trade receivable (note j)
- R 5 BEGRIE (RE ) - - 4,605 -
— non-trade receivable (note j)
- FE G A RIEGER)) 8,038 = = =

— non-trade payable (note j)

Wl TR A ZERE ]« s At 2 AVE TS
Z IR 2 BB IR - %A
JEE V(LA AR 0 I A4 L B o L 2 R
HHEE o A7 B S I AT E R
2001412 A 5 B 2 B384 vh B

B o

S B MR PR AS T AR B i 3 A
17> eI (A - R AR
—EES A -

20014512031 H > 38 KEE A A
LWz — KB A RIS FE L A
[ #5200,0007C(20004F © 48 4R 1T
ARG -

AN S E G E T E/E BN 28
15 I 2 B i v B 12 B A ) 22 R
B 22 R T 07 K A B A6 {8 22 A
(G TR A7 B B 1 4
EL R 20014512 H 5 H 2 B R 48 45
Hi o

R1993 FE11H15H > AR FRTR
T 5 A 45 [ A v ) 2 I I — 81 B AR
o BB AR IE19934F 25T 2 8
A kR B -

410 A B S 5 AR T 5 (B
HEAT > WA TS EE > RIAR SRR
AN — € B 43 LA e 8 T [

Notes:

(a) The consideration for the acquisition of the “Acquired Businesses” was
arrived at with reference to their net asset value per valuation reports
prepared by PRC valuers. Details of these acquisitions are set out in a
circular to shareholders dated Sth December, 2001.

(b) The sales of machinery were carried out at market prices or, where no

market prices were available, at cost plus a percentage profit mark-up.

() At 31st December, 2001, Jiaotong Group had given corporate guarantee
of RMB200,000 (2000: Nil) to a bank to secure bank loan granted to a
subsidiary of the Group.

(d) The consideration for the sale of the Company’s assets to Yunnan
Government was arrived at with reference to their book value per accounts
prepared in accordance with PRC accounting principles and valuation
reports prepared by PRC valuers. Details of the disposal are set out in a
circular to shareholders dated Sth December, 2001.

(e) On 15th November, 1993, the Company appointed Kunji as the Group’s
non-exclusive agent in the PRC. The commission was calculated with

reference to the non-exclusive sale agency agreement entered into in 1993.

f) In the opinion of the directors, these transactions were carried out at market
price or, where no market price was available, at cost plus a percentage

profit mark up, or determined and agreed by both parties.
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(g)

(h)

(1)

G)

()

(i)

A7 R B WSO A 2 AR — TE e A
O3 ) L R 1993 47 12 AR A MRS Tk ek
R o

74200012 H 29 H > A< 4 B 40K T
TE M AN R ¥ 11,398,000 2 ML
M SR R 2z e A MR T (R N R
3,600,000 C 17 & M58 T B # -

2001412031 H > BBEBAN A
ZHITERERSEE LS AR
40,000,0007C Z P&~ (20004F © AR
#40,200,0007T) ©

At R AT R S A o DA
TR -

W Ah > 7 B2 [ BRI e N L TR 0N
=

A 42 B Bk T iR T R BUM 2 -
b R F S T — TE R Bk - A%
A B EEM R > F 5204 -
B2z thFEHEARKELY
408,0007C > 5 R A N R ML
608,0007C > - 7l (B AR S AR 40 B 3
At (B B 58 2 T BB (e © 4R FH
S 94 S = 4 40 408 B2 ik (L FT fE 2
Z B EETUMERT - LB A
# 2 A E N 20014F12H5H 2
JBESRE > NI A B AR AN R AE 20024F
2125 H 88 4 2 4l 75 87 B A 5 P &

Fl e

EN/NCINEN T Rl YNE 33
R S5 B ST — E ko AR U
i KBTI A
BBz B T 78 st &K ERE »
A T RS 22 A AR B M MR A
TEE o #% ik 2001412 31 24
B B4R o AREE R AN
) AR A 2 B TR RIS A
W IEET -

AR TR 20014612 A 5 H A AE 5 R
Wiz 2 2L HHE R 2001412 H 31
H 7 BA 2 R B 3 & e A o

(€9}

(h)

()

()

The receipt and payment of these service income and expenses were priced
with reference to a composite service agreement entered into between

Kunji and the Company in 1993.

On 29th December, 2000, the Group disposed its trade receivables of
RMB11,398,000 at their net book value and inventories of
RMB3,600,000 at a premium to Kun Ji.

At 31st December, 2001, Kunji had given corporate guarantee of
RMB40,000,000 (2000: RMB40,200,000) to a bank to secure bank loan
granted to the Company.

The balances are unsecured, interest-free and repayable on demand.

In addition, the Group has entered into the following agreements with

connected parties:

(1)

(ii)

Upon disposal of its land and buildings to Yunnan Government,
the Group entered into separate agreements to lease back certain
land and buildings for its use for a term of 20 years. The annual
rental for the first three years will be approximately RMB408,000
per annum for the leaseback land and approximately RMB608,000
per annum for the leaseback buildings which was determined by
reference to the prevailing market rates as certified by a
professional valuer. The rental will be revised every three years
based on market rates as certified by professional valuers. Details
of these lease arrangement are set out in a circular to shareholders
dated Sth December, 2001, as revised by a supplementary press

announcement made by the Company on 25th February, 2002.

Upon acquisition of the Acquired Businesses, the Company also
entered into an agreement with Jiaotong Group whereby Jiaotong
Group would continue to provide certain housing facilities and
utilities services to the Acquired Businesses at prices to be
deteremined by reference to the State stipulated price for utility
services. The agreement will have a term of three years
commencing 31st December, 2001. The aggregate consideration
for the payment under this agreement is expected to be below
HK$1 million each year.

All the transactions as disclosed in the Company’s circular to shareholders

dated Sth December, 2001 were approved by shareholders in the

extraordinary general meeting held on 31st December, 2001.
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R v B w5t 4 U A ] 2 B 5 k3 B The major differences between the financial statements prepared under
AR v Y U i o 2 A Rk 2 the PRC GAAP and HK GAAP are as follows:
EEERWT ¢
B EE VR Impact on the consolidated results
2001 2000
ANRWETF T ANRWTF T
RMB’000 RMB’000
(EHi%)
(As restated)
AR P It Y B A ) 2 A 2,051 3,576
Profit for the year as per financial statements prepared under the PRC GAAP
Ho At BEE A R 2 IRy [H] 1 22 B (396) 396

Unrealised holding gains on other investments recognised as

income under HK GAAP in 2000
AR 7 v o w2 ) B A B ) B PR

VA SR M) S Al A e A 1,688 (3,000)
Interest subsidy from the PRC government recognised as income under

HK GAAP only when the related interest expenses were incurred
AR A i B Y e AL 8,288 -
Gain on sale and lease back transaction deferred under PRC

GAAP but recognised as current year income under HK GAAP
AR 7 vl o w2 U e R S (B4R R (3,395) -
Impairment loss on property, plant and equipment charged

directly to income under HK GAAP

S8 15 1 2 T4 - 403
Reversal of amortisation of deferred costs
MR s w1 Y R A ) - ) TR 8,236 1,375

Profit for the year as per financial statements prepared under the HK GAAP
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AR b )] o - ME HI) 4R ] 2 B S S 3 B The major differences between the financial statements prepared under
AR 4R 75 vk o - ME HI AR ) 2 BTSSR 2 the PRC GAAP and HK GAAP are as follows: (continued)
FEEERWT ¢ ()

2001 2000

AR¥TF T AR¥ET T

RMB’000 RMB’000

(EH%)

(As restated)

AR5 F g w A ) 2 I (E 499,034 505,942
Net assets as per financial statements prepared under the PRC GAAP

FoAth £ i A e RR 2 Iy ] 1 2 B2 = 396

Unrealised holding gains on other investment recognised as

income under HK GAAP
AR W Y ) LA B8] o 1)U 22 P A L R

Z B SR IS Al B WA (1,312) (3,000)
Interest subsidy from the PRC government recognised as income under

HK GAAP only when the related interest expenses were incurred
AR A A i o R A A 8,288 -
Gain on sale and lease back transaction deferred under PRC

GAAP but recognised as current year income under HK GAAP
P 2 o Gt B R o wh e R AR R S — A

B o TR A A B ) 1,666 -
Goodwill arising on acquisition of a net liability company dealt

with directly in reserve under PRC GAAP but recognised as an

intangible asset under HK GAAP
AR &t Y F S 2001 4F ke R 18] A A R (E AR K - 3,395
Impairment loss on property, plant and equipment charged

directly to income statement in 2001 under HK GAAP

08 J0E AR5 VR A A A B AT B - (7,293)

Derecognition of staff quarters subsidy, previously included in deferred cost

MRPE A & =1 e R 4R i > & 2 v 507,676 499,440

Net assets as per financial statements prepared under the HK GAAP

A0 PR e E A G R Note: There are also other differences in balance sheet items due to differences
BN EEEAMKREE 28 - in classification between the PRC GAAP and the HK GAAP.
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