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To the members

First Tractor Company Limited

(Incorporated in the People’ s Republic of China with limited
liability)

We have audited the financial statements on pages 46 to 108
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

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 atrue 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.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes an examination, on atest basis,
of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the
significant estimates and judgements made by the directorsin
the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and the
Group’s circumstances, 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 eval uated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a
reasonable basis for our opinion.
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Opinion

In our opinion the financial statements give a true and fair
view of the state of affairs of the Company and of the Group as
at 31 December 2001 and of the loss 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.

Ernst & Young
Certified Public Accountants
Hong Kong, 26 April 2002
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Notes 2001 2000
ek —“RF 4 FEEF
RMB’ 000 RMB’ 000
AR¥FX ARWTFX
TURNOVER BEH 5 1,863,824 1,997,314
Cost of sales 8 B B A (1,625,739) (1,738,817)
Gross profit EF 238,085 258,497
Other revenue and gains Fft e A B Wt 2 5 99,697 64,993
Selling expenses MEEM (89,516) (109,255)
Administrative expenses BHEH (216,242) (195,494)
Other operating expenses Hi s & H (95,505) (138,628)
LOSS FROM OPERATING ACTIVITIES REEHEH 6 (63,481) (119,887)
Finance costs &N 7 (20,168) (19,627)
Share of profits less losses of JRE A % A 1 % i 4R
Jointly-controlled entity W A e il 2 2 830 861
Associates R/ | (14,788) (29,403)
LOSS BEFORE TAX Wik Ao i s 4 (97,607) (168,056)
Tax FiIH 10 (16,786) (13,142)
LOSS BEFORE MINORITY INTERESTS & A B HRE 25 s (114,393) (181,198)
Minority interests A 0 I SRR 2R (3,406) 24,145
NET LOSS FROM ORDINARY ACTIVITIES JBe R AL % S
ATTRIBUTABLE TO SHAREHOLDERS 5 1853 11 (117,799) (157,053)
LOSS PER SHARE - Basic (5103 TG YN 12 15.01 cents 20.01 cents




Note 2001 2000
Wi —FF—4F _FFFF
RMB’ 000 RMB’ 000
ARMT ARMTT

Net loss from ordinary activities attributable to JBE R AL H % S
shareholders s 45 (117,799) (157,053)
Total recognised gains and losses Tie R WAL A % s 4 4 (117,799) (157,053)

Goodwill eliminated directly against
consolidated reserves HERGAMEKNZ 8 33 — (14,269)

(117,799) (171,322)




Notes 2001 2000
Wi ZRFHE ZEREFRE
RMB’'000 RMB'000
AR¥% T AR¥Tx

NON-CURRENT ASSETS Ikt B E
Fixed assets ] & & A 13 801,858 870,381
Construction in progress TR 14 59,032 63,468
Interest in a jointly-controlled entity T ¥ ) A SEE 23 17 29,388 28,688
Interests in associates T 2 2\ w) Rt 2% 18 — 14,788
Long term investments RY#E 19 91,608 48,608
981,886 1,025,933

CURRENT ASSETS REE R
Inventories wE 20 559,455 599,038
Trade and bills receivables JREE WA M o e M M O B 21 423,589 487,419
Other receivables o fib Wk 22 128,031 103,472
Short term investments TR R 25 82,264 109,640
Pledged deposits TR 26 23,302 —
Cash and cash equivalents BeRBE&SHEY 26 890,052 967,285
2,106,693 2,266,854
CURRENT LIABILITIES RE A E

Trade and bills payables JRE A M 75k B M A 52 27 373,254 403,325
Tax payable JE A2 Bt 4 2,533 11,007
Other payables and accruals At JBE F 3k B B AR 28 280,119 363,863
Interest-bearing bank and other loans e 45 ) 6L 2 R AT A Al B K 30 257,060 194,039
912,966 972,234
NET CURRENT ASSETS FREEE 1,193,727 1,294,620
TOTAL ASSETS LESS CURRENT LIABILITIES R BN B A R 2,175,613 2,320,553

NON-CURRENT LIABILITIES Ik B
Interest-bearing bank loans B 4 ) B 2 SRAT B AR 30 — 24,790
Deferred tax 9 % B IE 31 1,234 3,702
1,234 28,492
MINORITY INTERESTS A B R HE 25 66,047 65,930
2,108,332 2,226,131

CAPITAL AND RESERVES JBe A J i i
Issued capital OB AT A 32 785,000 785,000
Reserves fo# 45 33 1,323,332 1,441,131
2,108,332 2,226,131

Dong Yong An EX &
Director # %

Shao Hai Chen 8 &

Director # %



Notes 2001 2000
W R “ER-HE ZEREHE
RMB’000 RMB’000
ARMTX ARWTx
NET CASH INFLOW/(OUTFLOW) FROM REEBZ
OPERATING ACTIVITIES FEERA () 34(a) (6,887) 125,960
RETURNS ON INVESTMENTS AND BE W f
SERVICING OF FINANCE BEEN
Interest received SRL&iSS 32,523 27,927
Interest paid S A B (20,168) (19,627)
Dividend income from long term unlisted RHFEETHEZ
investments Ji B WA 1,250 —
Investment income received from B ETREZ
short term listed investments BEBA 7,400 —
Dividends paid ST I B — (41,703)
Dividends paid to minority shareholders A A BB R 2 B (3,289) (2,245)
Net cash inflow/(outflow) from returns on BRERBEREERNZ
investments and servicing of finance FHEWA (R 17,716 (35,648)
TAX B I
Income tax paid AR BL (31,355) (18,597)
INVESTING ACTIVITIES REWEH
Purchases of fixed assets and additions Jils LB € K
to construction in progress WM TRLH (65,987) (46,966)
Purchases of long term investments MERN®E (43,000 (21,302)
Purchases of short term investments il BB (121,509) (107,504)
Acquisition of subsidiaries W B Y 2 ) 34(c) — 3,000
Acquisition of minority interests W i A S A £ 34(d) — (129,353)
Proceeds from disposal of short term investments H B 6 31 4 P 45 KO 155,956 53,000
Proceeds from disposal of fixed assets H B [ A P Ak JE 2,904 3,407
Increase in pledged deposits CLHE 0 A7 3 8 (23,302) —
Increase in time deposits with original HRMZR=MA
maturity of more than three months when acquired SE S A7 5K 3 (32,275) (4,225)
Net cash outflow from investing activities BEWHE ZF B W (127,213) (249,943)
NET CASH OUTFLOW BEFORE BHEWEBEZ
FINANCING ACTIVITIES FH AR (147,739) (178,228)
FINANCING ACTIVITIES HEWED 34(b)
New bank and other loans G SRAT B A B AR 309,220 258,270
Repayment of bank and other loans 8 7 SRAT B At B K (270,989) (237,411)
Net cash inflow from financing activities FEEHZFBERA 38,231 20,859




2001 2000
REE CRRERE
RMB’ 000 RMB’ 000
ARMTX ARWTx
DECREASE IN CASH AND CASH EQUIVALENTS B & RB &% EW 2 WA (109,508) (157,369)
Cash and cash equivalents at beginning of year ER B RBEEHY 427,909 585,278
CASH AND CASH EQUIVALENTS AT FRZBE R
END OF YEAR BaEHD 318,401 427,909
ANALY SIS OF BALANCES OF CASH BeRBE5HEHY
AND CASH EQUIVALENTS Z B4
Cash and bank balances B4 R RAT 3K 266,604 333,261
Non-pledged time deposits with original maturity of R A R=MA m
less than three months when acquired FE A A € 9 77 51,797 94,648
318,401 427,909




Notes 2001 2000
M ZFFFE ZFERE
RMB’000 RMB’000
AR¥TE AR%TxR

NON-CURRENT ASSETS Ik B E
Fixed assets I 2 13 619,277 667,776
Construction in progress g TR 14 51,946 56,074
Interests in subsidiaries ik B 4 ] HE 2 16 597,539 708,712
Investment in a jointly-controlled entity Bhavehl AR E 17 25,000 25,000
Investments in associates W& nw g 18 = 15,000
Long term investments R&RE 19 55,303 25,303
1,349,065 1,497,865

CURRENT ASSETS B E
Inventories by 20 226,151 258,283
Trade and hills receivables JRE WAt Bk R O 8 21 97,696 80,752
Other receivables FE A I ek 22 65,055 47,856
Short term investments HEBRE 25 80,000 100,000
Pledged deposits [BEiFLEES 26 16,446 —
Cash and cash equivalents BRe kB &%5HY 26 641,584 647,172
1,126,932 1,134,063
CURRENT LIABILITIES REARE

Trade and bills payables JRE A5F M ik B M A+ 52 27 221,432 246,686
Tax payable JBE 3% i 4 — 3,055
Other payables and accruals At JE A 5k R M £AR 28 129,687 138,919
I nterest-bearing bank loans FiE 45 R B SR AT B 30 25,000 20,000
376,119 408,660
NET CURRENT ASSETS FRBEE 750,813 725,403
TOTAL ASSETS LESS CURRENT LIABILITIES ¥ AU By £ £t 2,099,878 2,223,268

NON-CURRENT LIABILITIES Ik B A
Interest-bearing bank loans Wi 4 ) B Z SRAT B Ak 30 — 5,000
Deferred tax i R IE 31 1,234 3,702
1,234 8,702
2,008,644 2,214,566

CAPITAL AND RESERVES JBe A % At A
Issued capital T RA 32 785,000 785,000
Reserves ik 33 1,313,644 1,429,566
2,008,644 2,214,566

Dong Yong An E X %
Director # %

Shao Hai Chen Zi8 2

Director # #



During the year, the Group was involved in the following
principal activities:

. manufacture and sale of tractors and related parts
and components

. manufacture and sale of road machinery
. manufacture and sale of construction machinery

. manufacture and sale of agricultural harvesting
machinery

. manufacture and sale of biochemical products

In the opinion of the directors, the ultimate holding
company of the Company is China First Tractor Group
Company Limited (the “Holding”), which is established
in the People’s Republic of China (the “PRC").

The following recently-issued and revised SSAPs and
related Interpretations are effective for the first time for
the current year’s financial statements:

. SSAP 9 (Revised): “Events after the balance sheet
date”

. SSAP 14 (Revised): “Leases’
. SSAP 18 (Revised): “Revenue’
. SSAP 26: “ Segment reporting”

. SSAP 28: “Provisions, contingent liabilities and
contingent assets’

. SSAP 29: “Intangible assets’
. SSAP 30: “Business combinations’
. SSAP 31: “Impairment of assets’

. SSAP 32: “Consolidated financial statements and
accounting for investments in subsidiaries”

. Interpretation 12: “Business combinations -
subsequent adjustment of fair values and goodwill
initially reported”

AN KEBMERLRMEBEMT

B B 15 e S b b R A B A

o U o B K T MK
o BUERHE THEEMK
o B T B R R R M

o BUBRHEAACER

HH PR A 5 ACA w1 dg A B A W R v 3R AR S A
(T B L) R B — R AR AR ([HERAF]L) -

DA 78 T A6 BE 199 S48 25 0 A Uk e A2 0 A A e AR B BT
S B B R

o EEHEBH AN (BB : [HHHRFH]

o EEHE BRI 1458 (BT ¢ [RIE
o EEHE BRI 18YE (RERT) KA
o EREHE B AR 26%E : [

o EEHEHENE8YE [ KBAEMKRE
|

o EEEBWEME : [EREE]
o HREMEBENEI0N : (B H]
o B WEMEINE ¢ (B W]

o EEMEA G320 ¢ [hE A R A R A R
B & Z ot g B

o EERL2: [EHEA MR A TEMEDLZWE
GERVE S N



. Interpretation 13: “Goodwill - continuing
requirements for goodwill and negative goodwill
previously eliminated against/credited to reserves’

These SSAPs prescribe new accounting measurement and
disclosure practices. The major effects on the Group’s
accounting policies and on the amounts disclosed in these
financial statements of those SSAPs and Interpretations
which have had a significant effect on the financial
statements are summarised as follows:

SSAP 9 (Revised) prescribes which type of events
occurring after the balance sheet date require adjustment
to the financial statements, and which require disclosure,
but no adjustment. The revised SSAP has not had any
material impact on the financial statements for the years
ended 31 December 2001 and 31 December 2000.

SSAP 14 (Revised) prescribes the basis for lessor and
lessee accounting for finance and operating leases, and
the required disclosures in respect thereof. Certain
amendments have been made to the previous accounting
measurement treatments, which may be accounted for
retrospectively or prospectively, in accordance with the
requirements of the SSAP. The revised SSAP
requirements have not had a material effect on the
amounts previously recorded in the financial statements,
therefore no prior year adjustment has been required.
The disclosure changes under this SSAP have resulted in
changesto the detailed information disclosed for operating
leases, which are further detailed in note 37 to the financial
statements.

SSAP 18 (Revised) prescribes the recognition of revenue
and was revised as a consequence of the revision to SSAP
9 described above. Proposed final dividends from
subsidiaries that are declared and approved by the
subsidiaries after the balance sheet date are no longer
recognised in the Company’s own financial statements
for the year. The revised SSAP has not had any material
impact on these financial statements.
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SSAP 26 prescribes the principles to be applied for
reporting financial information by segment. It requires
that management assesses whether the Group’s
predominant risks or returns are based on business
segments or geographical segments and determines one
of these bases to be the primary segment information
reporting format, with the other as the secondary segment
information reporting format. The impact of this SSAP
istheinclusion of significant additional segment reporting
disclosures which are set out in note 4 to the financial
statements.

SSAP 28 prescribes the recognition criteria and
measurement bases to apply to provisions, contingent
liabilities and contingent assets, together with the required
disclosures in respect thereof. SSAP 28 has not had any
material impact on these financial statements, except that
note 29 to the financial statements “Provision for product
warranties” has been added to include the new required
additional disclosures.

SSAP 30 prescribes the accounting treatment for business
combinations, including the determination of the date of
acquisition, the method for determining the fair values of
the assets and liabilities acquired, and the treatment of
goodwill or negative goodwill arising on acquisition. The
SSAP requires the disclosure of goodwill and negative
goodwill in the non-current assets section of the
consolidated balance sheet. It requires that goodwill is
amortised to the consolidated profit and loss account over
its estimated useful life. Negative goodwill is recognised
in the consolidated profit and loss account depending on
the circumstances from which it arose, asfurther described
in the accounting policy for negative goodwill disclosed
in note 3 to the financial statements. Interpretation 13
prescribes the application of SSAP 30 to goodwill arising
from acquisitions in previous years which remains
eliminated against consolidated reserves. The adoption
of the SSAP and Interpretation has not resulted in a prior
year adjustment, for the reasons detailed in notes 15 and
17 to the financial statements.
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SSAP 31 prescribes the recognition and measurement
criteria for impairments of assets. The SSAP isrequired
to be applied prospectively and therefore, has had no
significant effect on amounts previously reported in prior
year financial statements.

SSAP 32 prescribes the accounting treatment and
disclosures for the preparation and presentation of
consolidated financial statements, and has had no
significant impact on the preparation of these financial
statements.

In addition to the above new and revised SSAPs and
related Interpretations, certain minor revisions to the
following SSAPs are effective for the first time for the
current year’'s financial statements:

. SSAP 10: “Accounting for investments in
associates’

. SSAP 17: “Property, plant and equipment”

. SSAP 21: “Accounting for interests in joint
ventures’

The only significant effect of these revisionsisthat SSAP
17 requires that impairment losses on fixed assets are
aggregated with accumulated depreciation in note 13 to
the financial statements, whereas previously they were
deducted from the cost and accumulated depreciation of
the relevant asset. This disclosure reclassification has
had no significant effect on the net carrying amount of
fixed assets in the balance sheet.
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Basis of preparation

These financial statements have been prepared in
accordance with SSAPs, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for
the periodic remeasurement of debt and equity
investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
for the year ended 31 December 2001. The results of
subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition
or disposal, respectively. All significant intercompany
transactions and balances within the Group are eliminated
on consolidation.

Subsidiaries

A subsidiary isacompany, other than ajointly-controlled
entity, whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain
benefits from its activities.

The Company’sinterestsin subsidiaries are stated at cost
less any impairment |osses.

Joint venture companies

A joint venture company is a company set up by
contractual arrangement, whereby the Group and other
parties undertake an economic activity. The joint venture
company operates as a separate entity in which the Group
and the other parties have an interest.

The joint venture agreement between the venturers
stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis on
which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’s
operations and any distributions of surplus assets are
shared by the venturers, either in proportion to their
respective capital contributions, or in accordance with
the terms of the joint venture agreement.
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Joint venture companies (continued)
A joint venture company is treated as:

(@) asubsidiary, if the Company has unilateral control
over the joint venture company;

(b) ajointly-controlled entity, if the Company does not
have unilateral control, but has joint control over
the joint venture company;

(c) an associate, if the Company does not have
unilateral or joint control, but holds generally not
less than 20% of the joint venture company’s
registered capital and is in a position to exercise
significant influence over the joint venture
company; or

(d) along term investment, if the Company holds less
than 20% of the joint venture company’ s registered
capital and has neither joint control of, nor isin a
position to exercise significant influence over, the
joint venture company.

Jointly-controlled entity

A jointly-controlled entity is a joint venture company
which is subject to joint control, resulting in none of the
participating parties having unilateral control over the
economic activity of the jointly-controlled entity.

The Group’s share of the post-acquisition results and
reserves of the jointly-controlled entity isincluded in the
consolidated profit and loss account and consolidated
reserves, respectively. The Group’ sinterest in the jointly-
controlled entity is stated in the consolidated balance
sheet at the Group’s share of net assets under the equity
method of accounting, less any impairment losses.

The results of the jointly-controlled entity are included
in the Company’s profit and loss account to the extent of
dividends received and receivable. The Company’s
investment in a jointly-controlled entity is treated as a
long term asset and is stated at cost less any impairment
losses.
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Associates

An associate is a company, not being a subsidiary or a
jointly-controlled entity, in which the Group has a long
term interest of generally not less than 20% of the equity
voting rights and over which it isin a position to exercise
significant influence.

The Group’s share of the post-acquisition results and
reserves of associatesisincluded in the consolidated profit
and loss account and consolidated reserves, respectively.
The Group’s interests in associates are stated in the
consolidated balance sheet at the Group’s share of net
assets under the equity method of accounting, less any
impairment |osses.

The results of associates are included in the Company’s
profit and loss account to the extent of dividends received
and receivable. The Company’ s investments in associates
are treated as long term assets and are stated at cost less
any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries,
associates and jointly-controlled entity represents the
excess of the cost of the acquisition over the Group’s
share of the fair values of the identifiable assets and
liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised on
the straight-line basis over its estimated useful life of 10
years. In the case of associates and jointly-controlled
entity, any unamortised goodwill is included in the
carrying amount thereof, rather than as a separately
identified asset on the consolidated balance sheet.

In prior years, goodwill arising on acquisitions was
eliminated against consolidated reserves in the year of
acquisition. The Group has adopted the transitional
provision of SSAP 30 that permits goodwill on
acquisitions which occurred prior to 1 January 2001, to
remain eliminated against consolidated reserves.
Goodwill on subsequent acquisitionsis treated according
to the new accounting policy above.
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Goodwill (continued)

On disposal of subsidiaries, associates or jointly-
controlled entity, the gain or loss on disposal is calculated
by reference to the net assets at the date of disposal,
including the attributable amount of goodwill which
remains unamortised and any relevant reserves, as
appropriate. Any attributable goodwill previously
eliminated against consolidated reserves at the time of
acquisition iswritten back and included in the calculation
of the gain or loss on disposal.

The carrying amount of goodwill, including goodwill
remaining eliminated against consolidated reserves, is
reviewed annually and written down for impairment when
it is considered necessary. A previously recognised
impairment loss for goodwill is not reversed unless the
impairment loss was caused by a specific external event
of an exceptional nature that was not expected to recur,
and subsequent external events have occurred which have
reversed the effect of that event.

Negative goodwill

Negative goodwill arising on the acquisition of
subsidiaries, associates and jointly-controlled entity
represents the excess of the Group’s share of the fair
values of the identifiable assets and liabilities acquired
as at the date of acquisition, over the cost of the
acquisition.

To the extent that negative goodwill relates to
expectations of future losses and expenses that are
identified in the acquisition plan and that can be measured
reliably, but which do not represent identifiable liabilities
as at the date of acquisition, that portion of negative
goodwill is recognised as income in the consolidated
profit and loss account when the future losses and
expenses are recognised.
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Negative goodwill (continued)

To the extent that negative goodwill does not relate to
identifiable expected future losses and expenses as at the
date of acquisition, negative goodwill is recognised in
the consolidated profit and loss account on a systematic
basis over the remaining average useful life of the
acquired depreciable/amortisable assets. The amount of
any negative goodwill in excess of the fair values of the
acquired non-monetary assets is recognised as income
immediately.

In the case of associates and jointly-controlled entity,
any negative goodwill not yet recognised in the
consolidated profit and loss account is included in the
carrying amount thereof, rather than as a separately
identified item on the consolidated bal ance sheet.

In prior years, negative goodwill arising on acquisitions
was credited to the capital reserve in the year of
acquisition. The Group has adopted the transitional
provision of SSAP 30 that permits negative goodwill on
acquisitions which occurred prior to 1 January 2001, to
remain credited to the capital reserve. Negative goodwill
on subsequent acquisitions is treated according to the
new accounting policy above.

On disposal of subsidiaries, associates or jointly-
controlled entity, the gain or loss on disposal is calculated
by reference to the net assets at the date of disposal,
including the attributable amount of negative goodwill
which has not been recognised in the consolidated profit
and loss account and any relevant reserves as appropriate.
Any attributable negative goodwill previously credited
to the capital reserve at the time of acquisition is written
back and included in the calculation of the gain or loss
on disposal.
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Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in
making financial and operating decisions. Parties are also
considered to be related if they are subject to common
control or common significant influence. Related parties
may be individuals or corporate entities.

Impairment of assets

An assessment is made at each balance sheet date of
whether there is any indication of impairment of any
asset, or whether there is any indication that an
impairment loss previously recognised for an asset in
prior years may no longer exist or may have decreased.
If any such indication exists, the asset’s recoverable
amount is estimated. An asset’s recoverable amount is
calculated as the higher of the asset’s value in use or its
net selling price.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. An
impairment loss is charged to the profit and loss account
in the period in which it arises, unless the asset is carried
at a revalued amount, when the impairment loss is
accounted for in accordance with the relevant accounting
policy for that revalued asset.

A previously recognised impairment lossis reversed only
if there has been a change in the estimates used to
determine the recoverable amount of an asset, however
not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised
for the asset in prior years.

A reversal of an impairment lossis credited to the profit
and loss account in the period in which it arises, unless
the asset is carried at arevalued amount, when the reversal
of the impairment loss is accounted for in accordance
with the relevant accounting policy for that reval ued asset.
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Fixed assets and depreciation

Fixed assets, other than construction in progress, are stated
at cost less accumulated depreciation and any impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset
to its working condition and location for itsintended use.
Expenditure incurred after fixed assets have been put
into operation, such as repairs and maintenance, is
normally charged to the profit and loss account in the
period in which it isincurred. In situations where it can
be clearly demonstrated that the expenditure has resulted
in an increase in the future economic benefits expected
to be obtained from the use of the fixed asset, the
expenditure is capitalised as an additional cost of that
asset.

Depreciation is calculated on the straight-line basis to
write off the cost of each asset over its estimated useful
life, after taking into account its estimated residual value.
The estimated useful lives of fixed assets are as follows:

Buildings 8 - 30 years
Plant, machinery and equipment 6 - 16 years
Transportation vehicles and equipment 6 - 12 years

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account, is the difference
between the net sales proceeds and the carrying amount
of the relevant asset.

Construction in progress

Construction in progress represents factory buildings,
plant and machinery and other fixed assets under
construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct
costs of construction and capitalised borrowing costs on
related borrowed funds during the periods of construction,
installation and testing. Capitalisation of interest charges
and exchange difference ceases when the fixed assets are
substantially ready for their intended use. Construction
in progress is reclassified to the appropriate category of
fixed assets when completed and ready for use.

Wl 2 A R o

VA 5 R 7 TR O 7 L R T A AT O 4
RBUTR o [ 5 D M 45 L RO 0 e MO A1 R R
REE T E AR g 2 HE B M - 72 E 8 R
Bpr Rz i (AR - WIS AECHBF 2
BRI o {5 D 90 T B B o 0 1 T
T4 22 R AR A ) 25 7 I > S S B S AL s A
w5 1 R B 2 MR o

V] 52 T A 0 AR o At 4 A R
R FHEL AR M A A o A% IR A O A
R

R Ry 8 - 304F
W~ A R M 6 - 164F
iy T R 6 - 124

454 2 M PR T G T S R IR T S 2 AR > T
WA T 2 e Wk O L R M 2

ek T#

TEg TRER EAEIE T L4 h 2 Y ~ R - W s
B Ho o A g 2 VBT o Sl 4% B A o Yk A 51O
AFHRITE o RAGHAREERA » DRERELER
LI P B B 2 AL A B A o A I A K BT
FREAE A8 o B0 A 0k R BB S B B i RO AL - fERE
TR T 56 BB BB AR B A A R I A E
il o



Long term investments

Long term investments are non-trading investments in
unlisted equity securities intended to be held on along
term basis.

Unlisted securities are stated at their estimated fair values,
on an individual basis. The estimated fair values of
unlisted investments are determined by the directors
having regard to, inter alia, the prices of the most recently
reported sales or purchases of the securities, or
comparison of price/earnings ratios and dividend yields
of the securities with those of similar listed securities,
with allowance made for the lower liquidity of the unlisted
securities.

The gains or losses arising from changesin the fair value
of a security are dealt with as movements in the long
term investment revaluation reserve, until the security is
sold, collected, or otherwise disposed of, or until the
security is determined to be impaired, when the
cumulative gain or loss derived from the security
recognised in the long term investment revaluation
reserve, together with the amount of any further
impairment, is charged to the profit and loss account in
the period in which the impairment arises. Where the
circumstances and events which led to an impairment
cease to exist and there is persuasive evidence that the
new circumstances and events will persist for the
foreseeable future, the amount of the impairment
previously charged and any appreciation in fair value is
credited to the profit and loss account to the extent of the
amount previously charged.
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Short term investments

Short term investments are investments in debt and equity
securities held for trading purposes and are stated at their
fair values on the basis of their quoted market prices at
the balance sheet date, on an individual investment basis.
The gains or losses arising from changes in the fair value
of a security are credited or charged to the profit and loss
account in the period in which they arise.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct |abour
and an appropriate proportion of production overheads.
Net realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion and
disposal.

Spare parts and consumables are stated at cost less any
provision for obsolescence.

Cash equivalents

For the purpose of the consolidated cash flow statement,
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. For the purpose of balance sheet classification,
cash equivalents represent assets similar in nature to cash,
which are not restricted as to use.
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Provisions

A provision isrecognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
balance sheet date of the future expenditures expected to
be required to settle the obligation. Any increase in the
discounted present value amount arising from the passage
of timeisincluded in finance costs in the profit and loss
account.

Provision for product warranties is calculated based on
the unit rate charged by repair centres and the estimated
number of units of tractors and components already sold
which may require repairs and maintenance, discounted
to their present value as appropriate.

Deferred tax

Deferred tax is provided, using the liability method, on
all significant timing differences to the extent it is
probablethat theliability will crystallise in the foreseeable
future. A deferred tax asset is not recognised until its
realisation is assured beyond reasonable doubt.
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Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks
and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control
over the goods sold;

(b) rental income and trademark licence fee, on atime
proportion basis over the lease terms;

(c) interest income, on atime proportion basis taking
into account the principal outstanding and the
effective interest rate applicable; and

(d) dividend and investment income, when the right to
receive payment has been established.

Research and development costs

All research costs are charged to the profit and loss
account as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the projects are
clearly defined; the expenditure is separately identifiable
and can be measured reliably; thereis reasonable certainty
that the projects are technically feasible; and the products
have commercial value. Product development expenditure
which does not meet these criteria is expensed when
incurred.

Deferred development costs are amortised using the
straight-line basis over the commercial lives of the
underlying products not exceeding five years,
commencing from the date when the products are put
into commercial production.
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Operating leases

L eases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets and rental s receivable under
the operating leases are credited to the profit and loss
account on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under the
operating leases are charged to the profit and loss account
on the straight-line basis over the lease terms.

Foreign currencies

The Group’s financial records are maintained and the
financial statements are stated in Renminbi (“RMB”).

Foreign currency transactions are recorded at the
applicablerates of exchange ruling at the transaction dates
as quoted by the People’ s Bank of China. Monetary assets
and liabilities denominated in foreign currencies at the
balance sheet date are translated at the applicable rates
of exchange prevailing at the balance sheet date as quoted
by the Peopl€’ s Bank of China. Exchange differences are
dealt with in the profit and loss account.

On consolidation, the financial statements of the overseas
subsidiary is translated to Renminbi at the applicable
rates of exchange ruling at the balance sheet date. The
resulting translation differences arising on consolidation
are included in the exchange fluctuation reserve.

Retirement benefits scheme

Contributions to defined contribution retirement benefits
scheme are charged to the profit and loss account as
incurred.
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SSAP 26 was adopted during the year, as detailed in note
2 to the financial statements. Segment information is
presented by way of two segment formats: (i) on aprimary
segment reporting basis, by business segment; and (ii)
on a secondary segment reporting basis, by geographical
segment.

The Group’s operating businesses are structured and
managed separately, according to the nature of their
operations and the products they provide. Each of the
Group’ s business segments represents a strategic business
unit that offers products which are subject to risks and
returns that are different from those of other business
segments. Summary details of the business segments are
as follows:

(@) the tractors segment engages in the manufacture
and sale of tractors, relevant parts and components;

(b) the road machinery segment engages in the
manufacture and sale of road machinery;

(c) the construction machinery segment engages in the
manufacture and sale of construction machinery;
and

(d) the others segment comprises the manufacture and
sale of harvesters and biochemical products.

In determining the Group’s geographical segments,
revenues and results are attributed to the segments based
on the location of the customers, and assets are attributed
to the segments based on the location of the assets.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to
third parties at the then prevailing market prices.
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(a) Business segments (@ XBaH

The following tables present revenue, profit/(loss) TERIRAEBMBA ~ B/ (BHR) LETEE -
and certain asset, liability and expenditure CL S ENIES Tig B¢
information for the Group’ s business segments.
Group A4
Construction
Tractors Road machinery machinery Others Eliminations Consolidated
HETR BT B LREN i i ga
2001 2000 2001 2000 2001 2000 2001 2000 2001 2000 2001 2000

SERFR ZRRRE CRFF CRRRE CRFR DFFRE CRFF CRERE ZRFF DRERE ZR% K 2%
RMB00 ~ RMBOO0  RMB00  RMB'O00 ~ RMBOO0  RMB'000 ~ RMBIOO0  RMBOO0 ~ RMB'000  RMB00  RMB'000  RMB'000
ARBTT ARWTE ARMTE AR¥TE ARWTE ARMTX ARWTE ARBTT ARWTE ARBTT ARWTE ARYTE

Segment revenue: SHEWA

Sales to external

customers Hihge 1,300,242 1454681 433218 393381 89,989 134,664 40,375 14,588 = — 1863824 1,997,314
Intersegment sales 2 251 T 0 B & 33,59 81,335 = = 88582 108,492 = —  (122178)  (189,827) — —
Total it 1333838 1536016 433218 393381 178571 243156 40375 14588 (122,178)  (189,827) 1,863,824 1,997,314
Segment results ABEL (135667)  (180353) 34,793 28,894 (2828) 16,016 (8023)  (15371) = —  (111,725) (150814)

Interest, dividend and A5 ~ BB &
investment income & & 48888 30,927
Unallocated expenses K fE AL 2 % Fi (644) -

Loss from operating &% %K &

activities (63481)  (119,887)
Finance costs g3 -4l (20,168)  (19,627)
Share of profitsless  HE{f i i 11 B
|osses of: B
Jointly-controlled Wit B Bl
entity ¥ 830 861 — — — - — — — — 830 861
Associates 7} - — — — — — (14788)  (29,403) — = (14788)  (29,403)
Loss before tax i B 4R (97,607)  (168,056)
Tax B (16,786)  (13,142)

Loss before minority 7 &/ # ¢ HOBE 2%

interests (il (114,393)  (181,198)
Minority interests A SR AU (3406) 24,145

Net loss from ordinary
activities attributable i JHER H %
to shareholders EBERTH (117,799)  (157,053)




(a) Business segments (continued) (@ XBHH ()
Group AL
Construction
Tractors Road machinery machinery Others Eliminations Consolidated
fifi b BN TREN o g 58
2001 2000 2001 2000 2001 2000 2001 2000 2001 2000 2001 2000
SRF-% Z3%%E 0 CFF-F 0 C%%%E 0 CFT-F 0 C3%%E ZFF-F 0 C%%%E ZFT-F 0 C2%%E C3T-F C3%%E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFR  ARWFE  ARW®FX  ARWFE  ARWFx  ARWFE  ARW®Fx  ARWFE  ARWFx  ARWFE  ARW®FxX ARWFR
Seqment assels A% 2300 2500880 501,753 143953 163810 167813 116312 Q85 (2805)  (5429) 288152 3091082
Interest in ajointly- Batht¥
controlled entity HE 29,388 28,688 - - - - - - - — 29,388 28,688
Interests in associates B A - - - - - - - 14788 = = = 14788
Unallocated assets AEARZHE 177,629 158,249
Total assets HEE 3,088,579 3,292,781
Segment licbilities AEAE 488,556 513509 208,117 184,272 34,643 30827 150,072 154,009 (228,015) (115429) 653,373 767,188
Unallocated liabilities KEARZAE 260,827 233538
Totdl liahlities Ak 914200 1,000,726
Other segment Foa B
information: B
Capital expenditure BARMR 47,85 26,59 10,047 12,207 2,719 1,408 5289 15,349 - — 65,987 55,556
Depreciation i 75,515 84,468 6,819 10472 2,516 2440 1191 549 - — 86,041 97,929
Impairment losses R R
recognised in the B
profit and loss W
account #% 48,000 39,090 41 80 - — — - - — 48411 39,870
Other non-cash RlE Sk
EXpenseS: %
Provision for bed and R iad
doubtful debts 5486 63,651 15,000 1,000 2,500 — — - - — 22,986 64,651
Provision/(reversal of WERS
provision) for B/ (fh
obsolete inventories #H) (4,900) 7,000 1,400 5,500 (4,700) 2800 2,400 1,300 - — (5800) 16,600




(b) Geographical segments (b) BB 4 38

Over 90% of the Group's revenue, results, assets ARG BB O0%I A ~ AR - B R E AR X
and capital expenditures are derived from operations B A WOl R B R R

carried out in the PRC and accordingly, no
geographical segment information is presented.

Turnover represents the invoiced value of goods sold, BEPRHBEZIBESFNRTNABRERZFH > A G
net of discounts and returns, and excludes sales taxes o ERMEEANETRZSH -
and intra-group transactions.
An analysis of turnover, other revenue and gains is as BEE - HABMARKBZHHWT -
follows:
2001 2000
ZRRF “RRRE
RMB'000 RMB'000
AR T8 AR T
Turnover EEE
Sale of goods e 1,863,824 1,997,314
Other revenue and gains Hth g A R W 22
Interest income FE A 32,523 27,927
Profit from sundry sales H T 4 £ g A 8,886 9,121
Rental income IR ON 3,220 =
Trademark licence fee [k Bii: 10,320 =
Investment income from short term listed investments % & L7 8 & Z 8 &t A 7,400 —
Gain on disposal of short term listed investments &R B E W 7,715 3,000
Dividend income from long term unlisted investments i Jk b i % % 2 Ik B A 1,250 —
Others oAt 28,383 24,945

99,697 64,993




The Group’s loss from operating activities is arrived at AEEBEEBFBEHROEMBE/ GEA) Tl & H :

after charging/(crediting):

2001 2000
“REF “RERE
RMB'000 RMB'000
ARWF ARWT T
Cost of inventories sold CDEHFERA 1,625,739 1,738,817
Depreciation i 86,041 97,929
Impairment of construction in progress 5 TR W 411 10,135
Impairment of fixed assets W] 5 A 48,000 29,735
Staff costs (excluding directors’ and BTLEMN (AOHfEES
supervisors' remunerations - note 8): 4 - W) -
Wages and salaries THk¥His 209,388 239,365
Pension contributions JB AR 4 3K 49,829 53,423
259,717 292,788
Minimum |ease payments under REMAMEZ
operating |ease rentals: B AR AL A A K
Land and buildings Lo B Y 12,676 13,264
Plant and machinery 1A% B 2,877 5,245
15,553 18,509
Research and development costs T 5% B2 B 5% B AR 6,143 6,459
Provision for product warranties 7 i D i 3 A 3,189 8,752
Auditors’ remuneration 1 S0 T 4 2,600 2,700
Provision for bad and doubtful debts R IR Al 22,986 64,651
Provision/(reversal of provision) for BREG &S
obsolete inventories (e {5 48 ) (5,800) 16,600
Loss on disposal of fixed assets B I B AR 1,590 1,874
Unrealised loss on changes in fair values Bl LW RE A FEAEE
of short term listed investments A5 B H 644 —
Exchange losses/(gains), net BESLHER (M 2s) ¥ % (54) 848
Investment income from short term listed investments % ] I i #t & Z # & W A (7,400) —
Gain on disposal of short term listed investments MEEY B gz (7,715) (3,000)
Dividend income from long term unlisted investments £ 1 Jk I i % & 2 It B A (1,250) —
Interest income B A (32,523) (27,927
Net rental income e AFH (3,220) —




Group

AR H
2001 2000
ZERR “RRRE
RMB'000 RMB'000
AR T AR T
Interest on bank and other loans AT BB BRI LA N
wholly repayable within five years Z2YMHBHMERZHE X 20,168 19,627
Less: Interest capitalised W BARLZHE — —
20,168 19,627
The directors’ and supervisors' remunerations disclosed AR W 00 1 28 5 B A B ] b 7l B A v 8 ] A 4
pursuant to the Rules Governing the Listing of Securities 6Lk E L E R R EEMEWT -
on The Stock Exchange of Hong Kong Limited and
Section 161 of the Hong Kong Companies Ordinance are
as follows:
Group
AR H
2001 2000
ZERFH ZERERE
RMB'000 RMB'000
AR T IR T
Fees 4 — —
Other emoluments: HoAb T 55
Salaries, allowances and benefits in kind WA B REMA & 484 431
Performance related bonuses T AR B B A8 AL — —
Retirement fund contributions RAK 4 3k 136 114
620 545
620 545
There was no remuneration payable to the independent ERGEEMNTELEATEEARAF REREZME
non-executive directors for their services rendered to the CEFFHE E) o

Company during the year (2000: Nil).



The number of directors and supervisors whose MENPFIANZEFREFALENT :
remuneration fell within the following band is as follows:

Number of directors and supervisors

HHEREEAY
2001 2000
R ZRERE
Nil to HK$1,000,000 J& % %% 1,000,0005C 19 30
There was no arrangement under which a director waived GRS &5 E T ATy € LR 0N E-Pa S
or agreed to waive any remuneration during the year.
The five highest paid employees during both years ended REREZZZ—E+_AZ+—HILEEERRE_ZERZF
31 December 2001 and 31 December 2000 were all E+ZH=Z+—HIEEZLL4EETWIEER YA KA T
directors of the Company, details of whose remuneration HE o K4S 8RN L aEs e
are set out in note 8 above.
2001 2000
“REF “RERE
RMB'000 RMB'000
AR T N B T
The Company and subsidiaries: A ] T B I A
PRC income tax provided for the year AR P 22 v B A B 19,124 15,412
Deferred tax (note 31) A S B (B RE31) (2,468) (2,468)
16,656 12,944
Share of tax attributable to: JEAYG B
Jointly-controlled entity a4 130 198
Associates k2 2 ) — —

Tax charge for the year AR FERCHS S 16,786 13,142




No provision for Hong Kong profits tax has been made
asthe Group had no assessable profits earned in or derived
from Hong Kong during the two years ended 31 December
2001.

The PRC income tax for the Company and its subsidiaries
is calculated at rates ranging from 12% to 33% (2000:
0% to 33%), on their estimated assessable profits for the
year based on existing legislation, interpretations and
practices in respect thereof.

Profits tax of the subsidiary operating outside the PRC is
subject to the rate applicable in its jurisdiction.

The PRC income tax of the associates and jointly-
controlled entity is calculated at rates ranging from 15%
to 33% (2000: 0% to 33%) on the respective company’s
assessable profits determined in accordance with the
relevant PRC laws and regulations.

There was no material unprovided deferred tax during
the year or at the balance sheet date (2000: Nil).

The net loss from ordinary activities attributable to
shareholders dealt with in the financial statements of the
Company is RMB115,922,000 (2000: RMB147,310,000).

The calculation of basic loss per share is based on the net
loss from ordinary activities attributabl e to shareholders for
the year of RMB117,799,000 (2000: RMB157,053,000),
and the weighted average of 785,000,000 (2000:
785,000,000) ordinary shares in issue during the year.

No diluted loss per share is presented as the Company
does not have any dilutive potential ordinary shares.

Y A 55 O S 28 A 9 AR RS i R B R A 5
WERREFFET A= WS ZRE
Fi 4 BEAF: th $8E 4 o

A0 ) R B RS A ) 2 vb B A B TS AR R B BLAT
AR B WL e 2 A E R R A A 12%E 330 (B EE
40 0%E 33%) LR -

T e I 35 A 2 ) 2 0 PR TR D R
ES SR

BEARTREREMES s BEAARBAEREEZ P
B A B dk &% 1 HE SRR R B Y 5% 33% (ZF R R : 0%
F33%) 5t H -

TAGE P SR A5 > A ) Sl 06 4 i T K R 88 4 8 S L I
(ZEFFFE E) -

RAAFAMBERETZRHEEMN A ERERFEAAR
¥ 115,922,0000C (ZFFF4E « A\ R 147,310,00000) o

T I AR i R T A A R RO H R B HFEAR
W 117,799,0007C (ZFFZ4 : AR ¥ 157,053,0007C) K& A&
4F B T BEAT e AR 2 I HE F- 3 #785,000,0008 (Z R R F4: ¢
785,000,000/ ) &t % -

A 4 ) S8 AT ) 98 7 4 A e > CRE  BBE 2 5)  J



Plant, Transportation
machinery  vehicles and
Buildings and equipment equipment Tota
Group AEH FERELEY RE - KE T A ok
RMB'000 RMB'000 RMB'000  RMB'000
ARMTFET ARWFZ ARWTET ARWTx
Cost: JR A
At beginning of year EH
As previously reported 0 5 Hi Bt 2 748,579 1,134,088 75179 1,957,846
Reclassified to accumul ated BHAEERG
depreciation and impairment I8 B
(note) (Fhat) 39,612 92,186 — 131,798
As restated 5 iR 788,191 1,226,274 75179 2,089,644
Additions 1 47 1,812 4,202 6,061
Transfer from construction e TREA
in progress (note 14) (M3t 14) 8,927 52,119 2,905 63,951
Reclassifications BEHAHE — 5,055 (5,055) —
Disposals WA (3,209) (15,319) (3,946) (22,474)
At 31 December 2001 RZFF-H+TZA=1—H 793,956 1,269,941 73285 2,137,182
Accumulated depreciation A E
and impairment: B fE -
At beginning of year G|
As previously reported 5 i i 2 3 370,491 681,205 35769 1,087,465
Reclassified from cost (note) A D58 AL o 307 40 (W L) 39,612 92,186 — 131,798
As restated gyl 410,103 773,391 35769 1,219,263
Depreciation provided ENZIE
during the year 26,564 53,592 5,885 86,041
Reclassifications BHHE — 3,493 (3,493) —
Impairment during the year A N ARSI A
recognised in the profit 1 Rk
and loss account 14,000 34,000 — 48,000
Disposals WA (2,107) (13,595) (2,278) (17,980)
At 31 December 2001 R_RF-HEFZA=Z1—H 448,560 850,881 35883 1,335,324
Net book value: HR T
At 31 December 2001 R_FF-HEF+ZA=Z1—H 345,396 419,060 37,402 801,858
At 31 December 2000 R-REFRETA=Z1+—H 378,088 452,883 39,410 870,381




Plant, Transportation
machinery  vehicles and
Buildings and equipment equipment Total
Company A FH FREEREY  BE - EH iy T H A
&L} B ik i
RMB'000 RMB'000 RMB'000 RMB'000
ARMTFET AR®FE ARWTET ARWTX
Cost: JFAH
At beginning of year ER 603,370 1,027,666 21,937 1,652,973
Transfer from construction e TR A
in progress (note 14) (M at14) 5,285 45,004 768 51,057
Disposdls WA (2,650) (13,358) (785)  (16,793)

At 31 December 2001 RZZFF-H+ZA=+—H 606,005 1,059,312 21920 1,687,237
Accumul ated depreciation At #
and impairment: RkfE :
At beginning of year R 324,815 650,985 9,397 985,197
Provided during the year 3 21,762 45,016 2,246 69,024
Impairment during the year B WA S A
recognised in the profit H R
and loss account 4,000 24,000 — 28,000
Disposals %) (1,621) (12,137) (503) (14,261)
At 31 December 2001 KRR+ _A=+—H 348,956 707,864 11,140 1,067,960
Net hook value: W TR A
At 31 December 2001 RZZFF-H+ZA=+—H 257,049 351,448 10,780 619,277
At 31 December 2000 RZZFZFZETZA=+—H 278,555 376,681 12,540 667,776

Wt = Bl 3R K AR 9 A A T AT E 2 RS AT B ALE 5 TG
FR G B it 5 S BN k2 o A A Rt A
155 0 9t 1 2 3 T A JR R i Ay 2 B o MO E
BTy NERAH -

Note: Accumulated impairment losses are aggregated with
accumulated depreciation under the revised disclosure
requirements of SSAP 17, as detailed in note 2 to the financial
statements, whereas previously they were disclosed as an
adjustment to the cost and accumulated depreciation of the
assets. This change has been disclosed as a retrospective
reclassification.



All of the Group’s buildings are situated in the PRC. The
land on which the Group’s buildings are erected is held
on medium term leases.

At 31 December 2001, certain of the Group’s buildings
and machinery with a carrying value of approximately
RMB34,881,000 (2000: RMB31,400,000) were pledged
to secure certain short term bank loans granted to the
Group (note 30(a)).

At 31 December 2001, certain of the Group’s buildings
with cost of approximately RMB37,732,000 and
accumulated depreciation and impairment of
RMB31,463,000 were leased to third parties under
operating leases, the depreciation and impairment loss of
these fixed assets recognised in the consolidated profit
and loss account during the year amounted to
RMB1,398,000 and RMB4,000,000, respectively, further
details of which areincluded in note 37(a) to the financial
statements.

At 31 December 2001, certain of the Group’s plant,
machinery and equipment with cost of approximately
RMB61,791,000 and accumulated depreciation and
impairment of RMB53,581,000 were leased to third
parties under operating leases, the depreciation and
impairment loss of these fixed assets recognised in the
consolidated profit and loss account during the year
amounted to RMB892,000 and RMB4,000,000,
respectively, further details of which areincluded in note
37(a) to the financial statements.

A B A B R R S A v o AR MR 2
DIBLRE G B R s g b AL A R A o

REFF-HF+ZA=Z+—H REMETFREBEHAR
W 34,881,0007C (ZFRF4H + AR 31,400,0007C) Z & 5
P R A CARIEH > ISP AREBZE T H M7 &
# (M 3E30(a) e

RE-FF—HE+ZH=+—H > AEAETREREMEEY
ZJEAE %k N R 37,732,0000C » 1 B 5197 8 KA K98 A
R¥31,463,0007%C ; %EREREENCRELEHMAMT
B MR N Z A5 A 2 IR I T R
4 2 40 70 25 N B W 1,398,0007C & A E ¥ 4,000,0007C » #
1 B B o M5 37(a) o

RE-ZF-H+ZA=+—H > AEELETHE - BHEX
Bl Z B4 N\ R ¥ 61,791,000 » 1 2 57 88 R A 2
A Ri53,581,0007C © #% M - #A R CR B EH
MMTE=F ZEHEEERENEZAHBIRBERLZ
P78 T AR AR 2 B ks N R 892,000 B A 1R 4,000,000
TC > kG R B R M EST(a)



Impairment during the year recognised in the profit and
loss account is summarised as follows:

TAE N 7E 4 25 I o B RS 2 A A I T

Notes RMB’000
Bt 5 ANR¥ T
First Tractor Qingjiang Tractor — Hi Y 1 6 B A

Company Limited (“FTQT") ABRAFR ([—HEWHIL]) (@ 20,000
Gear Factory 15 T W 5 (b) 18,200
Standard Component Factory B R W (©) 8,000
Others oAt 1,800
48,000

Notes: Wt :

(@) Due to the continuing loss of FTQT, further impairment
provision had been made during the year to write down the
fixed assets of FTQT to its recoverable amount. The recoverable
amount is determined based on the net selling price which is
based on the scrap value of the assets.

(b)  Dueto the continuing declinein the tractor market, the directors
anticipate that certain machineries of Gear Factory (a factory
owned by the Company) will be under long term idle condition,
and accordingly, an impairment provision has been made to
write down those fixed assets which do not have other useto its
recoverable amount. The recoverable amount is determined
based on the net selling price which is based on the scrap value
of the assets.

(c)  Due to the continuing decline in the tractor market, certain
buildings, plant, machinery and equipment of Standard
Component Factory (a factory owned by the Company), have
been written down to recoverable amount, which is determined
based on its value in use. The discount rate used in determining
the value in use is 9% per annum.

(©

HIP — H 3 L 15 A SR 17 1R > R AF 113 — 25 13 £2 00 0 S 1
AF— L 2 ] R B 2 T T o AR [T A A
BT A 2 65 18 3 i o

Hi R b B T 53 15 A IR > BB Bl R (KA AR 2
T — [F R 7)1 T B A R IE I D R - B A A
0 3 L8 5 300 0 Al A48 11 [ A B A o O I £ o 9
R [ 65 o T A I A AR T AE 2 B AR A i A

Hi R 5 B 53 15 IR > BEER R (K 4 Al B 2 Feofr —
[IREGE) 24 T A ~ Bbr ~ Beaw K i Ol 2 1206
JH 118 € 2 PR BT o A 048 T AR 2 B 10 4 3 2
9%



Group Company
PN A H
2001 2001
ZRRE ZER A
RMB'000 RMB'000
AR T AR Tt
Cost: A
At beginning of year G|
As previously reported 0 6 i B 2 9k 63,468 56,074
Reclassified to accumulated impairment (note) BB A Rat WA (k) 10,135 8,864
As restated B 51 R 73,603 64,938
Additions 14 fm 59,926 46,929
Transfer to fixed assets (note 13) ON JE € B B (Ft13) (63,951) (51,057)
Write-off e 8 (1,495) (1,495)
At 31 December 2001 RZRZ-HFZA=Z1+—H 68,083 59,315
Accumulated impairment: ZEHw A
At beginning of year 4
As previously reported 0 6 i B 2 ¥k — —
Reclassified from cost (note) A& B AR o o (W) 10,135 8,864
As restated R 5 R 10,135 8,864
Impairment during the year A A 5 A
recognised in the profit and loss account Bk 411 =
Write-off of provision for impairment against cost it 8 JB Ak = 3 fE ¥ ffi (1,495) (1,495)
At 31 December 2001 R-RF-HETHA=Z+—H 9,051 7,369
Net book value: HR T
At 31 December 2001 R-RF-HEL_HA=Z+—H 59,032 51,946
At 31 December 2000 RERZFETZA=Z1+—H 63,468 56,074

Note: Accumulated impairment losses are separately disclosed under

Wik : B i 1 15 K A0 A 0 5 AT HE 2 A1 T I R M E W

the revised disclosure requirement of SSAP 17, as detailed in
note 2 to the financial statements, whereas previously they were
disclosed as an adjustment to the cost of the construction in
progress. This change has been disclosed as a retrospective
reclassification.

TEBCE > RENG R U B A M 7E2 o I A4 B B 58 7 72 7 LRI
A Z B o ST O W EA AR o



Asdetailed in note 3 to the financial statements, the Group
has adopted the transitional provision of SSAP 30 which
permits goodwill and negative goodwill in respect of
acquisitions which occurred prior to 1 January 2001, to
remain eliminated against consolidated reserves or
credited to the capital reserve, respectively.

The amounts of goodwill and negative goodwill remaining
in consolidated reserves, arising from the acquisitions of

R0 S S O BT R A 5 AR I R A S 5
M WATHUE - MHMERFR -REFE—H—HHl
T P 2 WO 0T T O A Bk 0 v AR RS
NEA G

HKCHME AR B EE T EEGAREZHERAKE
20 5 A N\ R ¥ 39,844,00000 K A R 11,111,0000C o 2 K

subsidiaries are RMB39,844,000 and RMB11,111,000, AR Z A BB R B
respectively. All the amounts of goodwill and negative
goodwill are stated at cost.
Company
AR\ H
2001 2000
“REF “RRRE
RMB'000 RMB'000
AR T ARW T
Unlisted investments, at cost b BRE > HEA 255,246 239,551
Loans to subsidiaries 5 7 B B 2 W) B K 102,000 =
Due from subsidiaries Wi B JB 2~ ) 8k O 388,511 569,164
Due to subsidiaries JRE A Y I 2 B 3K 0H (47,733) (41,003)
698,024 767,712
Provision for impairment ol A 3 A (53,980) (32,495)
Provision for amount due from a subsidiary JRE e Je A ] 8 Al (46,505) (26,505)

597,539 708,712




The loans to subsidiaries, which are granted in the form
of designated deposits through certain banks in the PRC,
are unsecured, bear interest rate at 5.85% per annum and
are repayable within one year.

The balances due from/to subsidiaries are unsecured,
interest-free and have no fixed terms of repayment.
Included therein are amounts due from/to subsidiaries
aggregating RMB261,562,000 and RMB24,000,
respectively (2000: RMB436,215,000 and RMB207,000,
respectively) in respect of trading balances which,
although technically currently repayable under the
original terms of the transactions giving rise thereto, have
been deferred and are therefore classified as non-current.

Particulars of the subsidiaries are as follows:

6 7 W > 7] 2 Bk R B R B T BT A R AR T
B > %% Bk A A R W 2 47 ) % 5.85%3t L 2
HB o WA REE -

HE e, W A B JR 2 ) sk T A SR A~ G B R B R K
o £ WO 4 E) B AR R B 5 Ak EA R B WL A
J&§ 4> 7 R OE 2 B A 3 A R ¥ 261,562,000 K A R ¥ 24,000
T(ZFRRE 455 N R ¥ 436,215,00000 & A B ¥
207,0000C) © BEFEH MG BT o R HCE B R 5 R A K
G S AN R ROR OB > W H Ak
WE A o

W 4 7] Z RERRANE

Nominal value

Place of of issued Percentage

incorporation/ ordinary/ of equity
registration registered attributable to Principal
Name and operations share capital the Company activities

AL VS CEALER A2 ] R Al
N 4T REE L i/ o A BHETAN TEEE

Direct Indirect

H#E W&
Brilliance China Machinery Holdings Limited (“BCM") Bermuda US$12,000 01 - Investment holding
ERPEBENERARAT (TERER]) 3 12,000% ¢ R %
Yituo (Luoyang) Construction Machinery Co., Ltd. PRC US$9,980,000 49 46 Manufacture and sale of tractors
and construction machinery
— ¥ G B) TREMAE R AR B 9,980,000 ¢ B R E R R
TRER
Yituo (Luoyang) Building Machinery Co., Ltd. PRC US$9,980,000 49 46 Manufacture and sale of
road rollers and road
construction machinery
— 4 (% F5) R A A H il 9,980,0003 G U B S R T
AT 21
First Tractor Qingjiang Tractor PRC RMB80,000,000 51 — Manufacture and sale of
Company Limited * (“FTQT") tractors and related
parts and components
— AR A WA ([—HL]) i AR 80,000,0007C B T B
Gl kS
Luoyang Changlun Agricultural PRC RMB500,000 9 — Trading of tractors
Machinery Company Limited *

W 3 R i R R AT R A il A\ R #500,0007C Hihi e 5
First Tractor Shenyang Tractor PRC RMB27,000,000 60 — Manufacture and sale of
Company Limited * tractors
— i R TR B A\ R %27,000,0007C M T B



Nominal value

Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable to Principa
Name and operations share capital the Company activities
REM L/ B i CHRTTER AR T A
EA REE % it/ A BaTH A TEEH
Direct Indirect
B WE
Zhenjiang Huatong Aran PRC US$1,000,000 — 532 Manufacture and sale of road
Machinery Company Limited construction machinery
SO B WA RA i 1,000,0005 7 e T T S
Zhenjiang Huachen Huatong Road PRC US$4,080,000 — 532 Manufacture and sale of
Machinery Company Limited road construction machinery
SAL 2 R A R il 4,080,000% ¢ T T R
Yituo (Luoyang) Harvester PRC RMB45,695,000 9234 - Manufacture and sale of
Co., Ltd* agricultural harvesting machinery
— 1 (¥ ) WO R A A ) W ARH 45,695,000 R R
Yituo (Zhenjiang) Harvester PRC RMB11,984,400 — 607 Manufacture and sale of
Co., Ltd.* agricultural harvesting
machinery
— 4 (L) WA P24 mE ARM11,984,4007 A R R R B
Guizhou Zhenning Biological PRC RMB16,000,000 70 — Manufacture and sale of
Industrial Co., Ltd.* biochemical products
BMEEAEN T EHRA i A\ R #16,000,0007C M e T A
Luoyang Changhong High Technology PRC RMB3,000,000 917 82 Trading of tractors
Trading Company Limited *
RERBRE THARAR il A\ R%3,000,0007C it i 5 4
* The names of the PRC subsidiaries in English are the direct * hEHBAFZ EXAEERE b AR

translation of their respective registered names in Chinese.

W R o



Group Company
N A AT
2001 2000 2001 2000
ZRF-HE ZFRFE ZFF-HE ZFFERE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTFE  AR¥TE AR®TE ARWTE
Unlisted shares, at cost Je B Bedn o A = — 25,000 25,000
Share of net assets T AV % 7 29,388 28,688 = =
29,388 28,688 25,000 25,000

Goodwill remaining in consolidated reserves arising from
the acquisition of the jointly-controlled entity amounted
to RMB4,901,000 as at 1 January and 31 December 2001.
The amount of goodwill is stated at cost.

Particulars of the jointly-controlled entity are as follows:

GO T e o i 3 T A A TS B A A R T R R
ZEF—F—H—HBK+ZHA=1+—H%AR¥4901000
Tt o MERFEAE -

AR EEZFEBRNT

Percentage of

Place of Firfh 4 b
Business registration Ownership  Voting Profit Principal
Name structure  and operations interest power  sharing activities
4 SN EMBEEAY  FHEEE  REE EAAR EHEH
First Tractor Ningbo C.S.I. Tractor & Corporate PRC 40 40 40 Manufacture and sale of
Automobile Corp., Ltd. tractors
3 5 o SR M A R ] 3% b He 4 40

The above investment in the jointly-controlled entity is
directly held by the Company.

EDEB AR EREZREHARAFHEZES -



Group Company
AEH YN/ |

2001 2000 2001 2000
ZRRE ZRRRE RFRH ZZRRE
RMB'000 RMB'000 RMB'000 RMB'000
AR®TFE  AR¥TE AR®TE AR®TE
Unlisted shares, at cost Je LA > A — — 42,000 42,000
Share of net assets VAl B 7 M — 14,788 — =
— 14,788 42,000 42,000
Provision for impairment il 1L 3 £ — — (42,000) (27,000)

14,788

— 15,000




Particulars of the principal associates are as follows:;

FEBEEARZHAWT

Percentage

Placeof  of ownership interest
Business registration atributable Principal
Name structure and operations to the Group activities
4 REmm  EmERAERE 7% 55 1 A FEEH

Fir 1 W 0 4 7 4 Bb

Direct Indirect

HHE% I

Shanghal Qiangnong (Group) Company Limited Corporate PRC 39.6 — Trading of agricultural machinery
ElRR R B0 R A #* il REBRME 5
Shanghal Qiangnong Group Corporate PRC — 25.74  Trading of agricultural machinery
Agricultural Machinery Co., Ltd. and electrical equipment
o R R R #F* i I REBMEETREHE S
Shanghai Agricultural Resources Corporate PRC — 25.74 Trading of agricultural
Trading Centre Co., Ltd. machinery and electrical equipment
EWRADEE 5D OH R A e il REBMBE 7 RMH S
Shanghal Shennong Automobiles Services Co., Ltd. Corporate PRC — 31.68 Provision of transportation services
R R (e il 1 0 1 P
Shanghai Shangnong Property Development Company Corporate PRC — 39.6 Property development
0 R (e il E kS

The names of the above PRC associates in English are the direct translation
of their respective registered names in Chinese.

The table above lists the associates of the Group which,
in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the
net assets of the Group. To give details of other associates
would, in the opinion of the directors, result in particulars
of excessive length.

Ph_E 2 o I 8 Y 7 2 B3 5 R o 3 R BB K o

LT R AR R A AR A P SR AU T K T AL R
ALEFEEEER I ALZEABEE AR - HEMBH
af 513 A 0 O R R R R TR -



Group Company

AL YN/
2001 2000 2001 2000
“RR-F CFFRE OFFHF SFFFE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTZ ARWTT ARBTZE ARWTx

Unlisted equity investments, iR E

a fair value NP fE 91,608 48,608 55,303 25,303

Note: As at 31 December 2001, the Group’s long term investments

Hiak : RFF—EFZHA=ZT—H > KAEHZRARECHE YN

R 30,000,000 ( 4 ¢ A K #20,000,0005C) 74 H 5 —

— B

— T

included an amount of RMB30 million (2000: RMB20 million)
investment in China Yituo Group Finance Limited Company
(“ China Yituo Finance” ), which representing 9.68% of the
registered capital of China Yituo Finance. China Yituo Finance
is a subsidiary of the Holding.

OB B R A A ([P — ) > ZRE A —
1155 B i 5 A 29.68% o+ Bl — 1 5 5 T 4 IR 4 ] 2 — IR MR

Ao

Group Company

ARG YN/
2001 2000 2001 2000
“RFR ZEEFE ZRFH FRRE
RMB'000 RMB'000 RMB'000  RMB'000
AR¥FE AR®FE ARWTE ARWTX
Raw materials JbE R 130,445 112,880 60,853 65,648
Work in progress pi 143,075 156,863 66,900 71,420
Finished goods BB 235,457 269,522 52,878 67,921
Spare parts and consumables i A B A E 5 46 50,478 59,773 45,520 53,294
559,455 599,038 226,151 258,283

At 31 December 2001, the carrying amount of inventories
of the Group carried at net realisable value included in
the above balance was approximately RMB8.6 million

(2000: RMB.0 million).

REFF-FEHZAZT - RRARAFHAZE

LB 51 i 2 47 8 41 A\ R 8,600,0007 (

[ 9,000,0007C) °
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The Group’s trading terms with its customers are mainly
on credit, where payment in advance for customers is
normally required. The credit periods to its customers
are 30 to 90 days. The Group seeks to maintain strict
control over its outstanding receivables.

An aged analysis of the trade and bills receivables as at
the balance sheet date, based on invoice date, and net of
provisions, is as follows:

ARMEEF 2R EEURE RS > WEP— K&
HEMNHH - BFZERY—BAE=ZTEATHH - KEH
B0y S v A W L e A A o

TAEH o BRI H R B o 1 2 B Wi MRk B W
BWREM W

Group Company
AEH YN/
2001 2000 2001 2000

ZRE-F ZRFEE "FFF "FFER
RMB'000 RMB'000 RMB'000  RMB'000
AR%T  ARTE  ARMTE ARWTE

Within 90 days 90K ML M 238,195 261,766 57,429 32,368
91 days to 180 days 91Z 180K 53,960 103,326 14,618 11,038
181 days to 365 days 1812365K 72,625 58,690 13,393 21,191
1to 2 years 1£ 24 48,666 61,121 10,548 14,134
Over 2 years 2ED B 10,143 2,516 1,708 2,021
423,589 487,419 97,696 80,752
Group Company
AEH YN/
Notes 2001 2000 2001 2000
i ZRF-HE ZRRFE ZRF-HE ZRERE
RMB'000 RMB'000 RMB'000 RMB'000
ARWBFE  ARWFX AR®TFILZ ARWFIL
Prepayments, deposits B R
and other debtors $e 4 o At HE Wk 98,622 92,576 40,219 44,541
Prepaid income tax B B AL 3,757 — — —
Due from related companies JEE e TR 8 ) RO 23 3,899 10,896 3315 3,315
Due from the Holding JE W e B 2 ) 5 24 21,753 — 21,521 —

128,031 103,472 65,055 47,856




The amounts due from/to related companies are
unsecured, interest-free and have no fixed terms of
repayment.

Except for a balance of approximately RMB5.7 million
(2000: RMB106 million) due to the Holding which bears
interest at 6.435% per annum (2000: interest rates ranging
from 5.58% to 6.65% per annum), all of the other balances
due from/to the Holding are interest-free. All of the
balances with the Holding are unsecured and have no
fixed terms of repayment.

WE W,/ B o 0 ) T SRR A~ e L S0 R 5K
# o

BT —EABHARYSION T (CZFFEHE  ARW 106
{50 ) B9 AF 2 Bt 4 7 3k 0H R B AE R K 6.435% (ZF R
4 ¢ 4 R 5.58%% 6.65%) 7t B Z A 5 B A LA HE W HE
ik 4 BB 2 W B R IE I B g B o BT SRR MR B BR k
0 1K 0 B0 I R R o

Group Company
A%EE AT
2001 2000 2001 2000
SEFE CERRE CFFF CRRRE

RMB'000 RMB'000 RMB'000  RMB'000
ARMETE  AR®TE  ARWTET ARWETE

Listed government bonds, EHEEESR
at market value - PRC i f— 50,000 100,000 50,000 100,000
Listed equity securities, N} LT
at market value: i
Hong Kong B — 9,640 — —
PRC Ll 2,264 — — —
Other investment,
at market value (note) KA > i fi (Fat) 30,000 — 30,000 =
82,264 109,640 80,000 100,000

Note: On 23 July 2001, the Company entered into a designated
investment agreement with an investment management company
whereby the latter agreed to invest an amount of
RMB30,000,000, on behalf of the Company, on short term
investment portfolios comprising listed securities, government
bonds and various funds in the PRC. The agreement was for a
period of approximately 12 months, from 27 July 2001 to 22
July 2002.

Wit : RZFF—HFELHZF=H » KA H—FREEHA A"
HERE ik » BRI > HREEHA A FERAL A REN R
#:30,000,0007C A €2 & Pl 2 L% - BREHFREHEEZ
FHBREMNET - ZEBMBH TR H=FF—4ELH
ZtHtHEZFEZHELAZFZH -



Group Company
KA Y /N
2001 2000 2001 2000
“RF-F ZRRRE FFHF SFREE
RMB'000 RMB'000 RMB'000 RMB'000
AR¥TE ARWTE ARWTxT ARWTX

Cash and bank balances e RBITHER 266,604 333,261 126,416 173,301
Time deposits W 646,750 634,024 531,614 473,871
913,354 967,285 658,030 647,172
Less: Deposits pledged W B IR BT S BRI
for bank facilities kA 2 77 3% (23,302) — (16,446) —
Cash and cash equivalents Bla KB FHED 890,052 967,285 641,584 647,172
An aged analysis of trade and bills payables as at the RASEH > BB B M A R S M A S 4 % 8 4 A S
balance sheet date, based on invoice date, is as follows: T
Group Company
AL g/
2001 2000 2001 2000

ZREF ZRFEE "FFF FFER
RMB'000 RMB'000 RMB'000  RMB'000
ARMTIL  ARMTIE  ARMTLT ARWTFE

Within 90 days 90K ML M 207,128 263,210 129,102 154,902
91 days to 180 days 912180k 74,711 46,563 40,673 34,477
181 days to 365 days 1812365k 38,860 47,686 25,490 31,670
1to 2 years 1£ 24 30,875 24,950 14,366 14,168
Over 2 years 2D B 21,680 20,916 11,801 11,469

373,254 403,325 221,432 246,686
The Group's bills payables amounting to approximately ALEANH N KW 44,020,000 (ZRERE « ) B2
RMB44,020,000 (2000: Nil) are secured by the pledge of BRV ARG EETHFHAANRK23,302,000C (ZFFF
certain of the Group’'s deposits amounting to s ) R

approximately RMB23,302,000 (2000: Nil).



Group Company

AEH A2
Notes 2001 2000 2001 2000
i R ZEEFE ZFRFH RS
RMB'000 RMB'000 RMB'000  RMB'000
AR¥FLE AR®FE ARWTE AR¥TX
Accruals and other liabilities HE 5 £ e 4 253,411 234,800 127,485 125,825
Provision for product warranties i i R S 29 4,202 4,702 2,202 2,202
Due to related companies B A B 32 A ] kR 23 14,612 4,588 = =
Due to the Holding A e 2 W kR 24 7,894 119,773 — 10,892
280,119 363,863 129,687 138,919
Group Company
AR H PN/
RMB'000 RMB'000
AR T AR T
At beginning of year G 4,702 2,202
Additional provision 18 n 3 g 3,189 1,132
Amounts utilised during the year GAR IR €] (3,689) (1,132)
At 31 December 2001 R_-FF-HE+_A=1+—H 4,202 2,202

The Group provides one-year warranties to its customers
on certain of its tractors and components sold, under
which faulty products are repaired or replaced. The
amount of the provision for product warranties is
calculated based on the unit rate charged by repair centres
and the estimated number of units of tractors and
components already sold which may require repairs and
maintenance. The estimation basis is reviewed on an
ongoing basis and revised where appropriate.

AEMBEBMEZE THEAERTHNE P REFR
o WA B BUBORE AR 2 0 o % P R Bt A 0 B U
B o B R MR RO B R 5 DL IR
REREREEREZ CHERBERFHMNGBH R - KL
A B A R o SR R AR BT o



Group Company
KA Y /N
2001 2000 2001 2000

SERFE OCRFRE ZRFH OZRFEH

RMB'000 RMB'000 RMB'000 RMB'000

AR®TE  ARBTE ARWTE ARWTE

Bank loans; RATRE -
Secured A Hi A 74,420 25,650 — —
Unsecured S 153,140 143,220 25,000 25,000
227,560 168,870 25,000 25,000
Unsecured other loans S HE A 0 3 ft B 29,500 49,959 — —
257,060 218,829 25,000 25,000
Bank loans repayable: JETE T 5 300 R o 80 2 AT K
Within one year —AE N 227,560 144,080 25,000 20,000
In the second year TR A N E — 24,790 — 5,000
227,560 168,870 25,000 25,000
Other loans repayable: JE A2 T 5 50 IR P £ 0 = A B
Within one year —AE N 29,500 49,959 — —
257,060 218,829 25,000 25,000
Portion classified as AERRH
current liabilities A 4 (257,060) (194,039) (25,000) (20,000)
Long term portion R4 — 24,790 — 5,000

(@ At 31 December 2001, certain of the Group’s bank loans

of RMB74,420,000 (2000: RM B25,650,000) are secured
by the Group’s certain buildings and machinery with an
aggregate net carrying value of approximately
RMB34,881,000 (2000: RMB31,400,000),

In addition, the Holding has guaranteed certain of
the Group’s bank and other loans up to
RMB34,700,000 and RMB200,000, respectively
(2000: RMB40,000,000 and RMB36,177,000,
respectively) as at the balance sheet date.

(@

R-FZ-HEFTZH=Z1—H » KEEFTRITHER
BN R W 744200008 (Z2ZFFE : AR¥
25,650,0007G ) J5 A A 4 [ e i o A B AN R W
34,881,0007C (= FF %4 : A R 31,400,0007C)
ERR e LYT LY (i

SO AR o PR A F R AR T R AT RO
EREHER > FEXESHEINBARK
34,700,0007C % A B # 200,0007C (B EF4E : 44
# \ R 40,000,0007C K& A R % 36,177,0007C) °



(b) Other loans are unsecured and bear interest at rates
ranging from 5.85% to 8.4% (2000: 6.44% to
9.72%) per annum.

(b) H AR E EHKM > WEF R5.85%FE8.4% (—F
BEE : 6.44%F9.72%) 51 B ©

Group and Company

N 3 YN
2001 2000
“ER “RRRE
RMB'000 RMB'000
A R¥FI AR¥EFI
At beginning of year G| 3,702 6,170
Credit for the year (note 10) E XA (B E10) (2,468) (2,468)
At 31 December R+=ZH=+—H 1,234 3,702

The deferred tax of the Group and the Company is made
in respect of the difference in income recognition for
accounting and tax purposes regarding interest income
arising from the over-subscription monies of the H shares
proceeds received in 1997.

A S T T AR 2 W — o 4R WO H R A
K S 2 SO TR T e SR A8 2 1R T A O Al



Company

AR\
2001 2000
ZRRAE ZERERE
RMB'000 RMB'000
AR T AR T
Registered, issued and fully paid: AL CBATMBRZRA
State-owned legal person shares of RMB1.00 each % JBt i fiL A R ¥ 1,000 Z B A 3 A Bt 450,000 450,000
H shares of RMB1.00 each 5 e £\ R ¥ 1.0000 < H% 335,000 335,000
785,000 785,000




Statutory Retained
Statutory public Enterprise profits/
Share common welfare Reserve expansion Capitd  (accumulated
premium reserve fund fund fund reserve |osses) Totdl
hERR Bt/
Group KEH BAAR  BEANE  BEAHE  BRER & BARE  (BRER At
RMB'000 RMB000 RMB'000 RMB'000 RMBOO0  RMB000 RMB000 RMB'000
AR®FE  AREFE  ARWTFE  AREFZ  AR®FX ARWFxE  AREFE  ARWTFx
At 1 January 2000 REZZZRRE-J-H 1,378,840 56,402 56,402 564 320 95 119,830 1,612,453
Net loss for the year KEEHFH - - - - - = (157,03) (157,03)
Transfer from(to) reserves ®E /B R = 1767 1767 = = = (3534) =
Goodwill written off on TR SR
acquisition of minority interests MBI HE - - - - - (95) (14,174) (14,269)
At 31 December 2000 REZZEZEFZAZ+—H
and beginning of year KR & 1,378,840 58,169 58,169 564 320 — (54,931) 1,441,131
Net loss for the year KEERFH - - - - - - (117,799) (117,799)
Transfer from(to) reserves ®E /B R - 409 409 210 210 = (1,358) =
At 31 December 2001 RZBZ-FTZAZ+—H 1378840 58578 58578 834 590 = (174,088) 1323332
Reserves retained by: RRRER -
Company and its subsidiaries KA RIEWIEA R 1,378,840 58578 58578 834 590 = (141377) 1,356,043
Jointly-controlled entity i el i ¥ - - - - - - 9,289 9,289
Associates BEAH - - - = = = (42,000) (42,000)
31 December 2001 REZZ-E+ZA=ZF—H 1378840 58,578 58,578 834 590 - (174,088) 1323332
Reserves retained by: PR -
Company and its subsidiaries RAT R AR 1,378,840 58,169 58,169 564 320 - (36,308) 1,459,754
Jointly-controlled entity T el i ¥ - - - - - - 8,589 8,589
Associates B A - - - - - - (21212 (21212
31 December 2000 RZRZRETZAZST—H 1378840 58,169 58,169 564 30 = (54,931) 1441131

Certain amounts of goodwill and negative goodwill
arising on the acquisition of subsidiaries and a jointly-
controlled entity remain eliminated against consolidated
retained profits and credited to the capital reserve,
respectively, as explained in notes 15 and 17 to the

financial statements.

RS AR R AR A EEZE THERAR
B 2 A A R HE B A A AR T R R AE A
il > S R B MR IR -



Statutory Retained
Statutory public profits/
Share common welfare  (accumulated
premium reserve fund l0sses) Total
B/
Company YN/ BAME BEAESE BEAHE (BHER) GE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥TFE AR®TZ ARWFX ARWTET AR®TZ
At 1 January 2000 RZZZZRFE—A—H 1,378,840 48,388 48,388 101,260 1,576,876
Net loss for the year AEIERFH — — — (147,310) (147,310)
At 31 December 2000 RZZFZZFF+ZA=+—H
and beginning of year ) & i 1,378,840 48,388 48,388 (46,050) 1,429,566
Net loss for the year AEIERFH — — — (115,922) (115,922)
At 31 December 2001 R-FF—F+-A=+—H 1378840 48,388 48,388 (161,972) 1,313,644

In accordance with the Company Law of the PRC and
the Company’s articles of association, the Company is
required to appropriate 10% and 5% to 10% of its annual
statutory profit after tax, as determined in accordance
with PRC accounting standards and regulations, to a
statutory common reserve (“ SCR”) and a statutory public
welfare fund (“PWF"), respectively. No allocation to the
SCR is required after the balance of the Company’s SCR
reaches 50% of its registered capital.

The SCR may only be used to offset accumulated 1osses,
to expand the production operations of the Company, or
to increase its paid-up capital.

The PWF is used for the collective welfare of the staff
and workers of the Company.

No transfer to SCR and PWF has been proposed by the
directors because the Company incurred a loss during
the year.

At the balance sheet date, the Company had not utilised
any SCR and PWF.

R B P B A R AR A T Z B AR F A AR
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During the year, the subsidiaries’ aggregate
appropriations to each of the SCR, PWF, reserve fund
and enterprise expansion fund, as dealt with in the Group’s
financial statements, were RMB0.41 million (2000:
RMB1.77 million), RMBO0.41 million (2000: RMB1.77
million), RMBO0.27 million (2000: Nil) and RMBO0.27
million (2000: Nil), respectively. The appropriations to
certain of the reserves are subject to approval by the
board of directors of the respective subsidiaries, and the
recently issued SSAP 9 (revised) requires that
appropriations subject to approval subsequent to balance
sheet date should not be recognised in the balance sheet.
However, appropriation subject to subsequent approval
already recognised in the balance sheet has not been
reversed because the amount thereof is immaterial.

As at 31 December 2001, the Company had no retained
profits (2000: Nil) available for distribution by way of
cash or in kind.

Asat 31 December 2001, in accordance with the Company
Law of the PRC, an amount of approximately RMB1.38
billion (2000: RMB1.38 hillion) standing to the credit of
the Company’ s share premium account was available for
distribution by way of future capitalisation issues.

AEN > MEARBEAES  A%E REXERELE
BRESHIAIAREDGEREZEHEINEANRE
410,0007C (=2 FF4 : ARW¥ 1,770,000C) - AR¥
410,000 (R FE4 : ARW¥1,770,000) + A R¥
270,0007C (R F R4 : ) KA R¥270,0000C (Z2FZF
o) c MAFTRHEINMARGEMBEANERE
Z e > T AR R AT B AT 6 AT I A 0% (B AERT)
BE > WARGHH B EZ ST AETZ AL E A&
Foo R AREEHRE RN AT R E EAR
RWERA > RN E K o 0 A A

BERF-ETZAZF—H s AARERA THB SR
BB EARSE (CEFRE  E) o

REZF-FLZA=ZtH o REPEARE > AAF
T DA BB AT 340 T B A R AR N R 13,86 T
(ZFZFFE : AR 138{T) -



(a) Reconciliation of loss from operating (2 HBEBEHARBEBEZHIASHA
activities to net cash inflow/(outflow) (3 ) W o o
from operating activities
2001 2000
ZREBA —RRRE
RMB'000 RMB'000
AR¥F o6 AR T8

Loss from operating activities REEEER (63,481) (119,887)
Interest income B A (32,523) (27,927)
Investment income from short term listed investments B ETREZBERA (7,400) =
Gain on disposal of short term listed investments &SN B EZ i (7,715) (3,000)
Dividend income from long term unlisted investments Rk EHREZRERA (1,250) =
Unrealised loss on changes in fair values of B R RE AT HAES

short term listed investments ZREBEH 644 —
Depreciation bk 86,041 97,929
Impairment of construction in progress e TRBE 411 10,135
Impairment of fixed assets [fil 7€ B 2 i 48,000 29,735
Loss on disposal of fixed assets B [ e B ER R 1,590 1,874
Decrease in inventories R 45,383 15,853
Provision/(reversal of provision) for obsolete inventories Bl 2% 77 £ e f /(e i 48 191 (5,800) 16,600
Decrease/(increase) in trade and bills receivables e R 2k T R MR S AR A (K6 ) 40,844 (17,889)
Provision for bad and doubtful debts R IR e 22,986 64,651
Increase in prepayments, deposits and other debtors T BRI ~ e o At JE W 3k 26 (6,046) (5,196)
Decrease/(increase) in amounts JRE e R L A )

due from related companies HIEWA /() 6,997 (4,960)
Decrease/(increase) in amount due from the Holding Y e % Bt 24 ) SR IE A (K6 ) (21,753) 106,378
Decrease in trade and hills payables JRE A M 3k Bk MR A 552 4% Bk (30,071) (71,213)
Increase in accruals and other liabilities B 1 1 e e f HE £ 55K 4 18,611 19,168
Product warranties provision movement, net 7 i A P A 5 ) o A (500) (2,000)
Increase in amounts due to related companies JRE A5 R 2L 2 ) 5K T K6 10,024 2,714
Increase/(decrease) in amount due to the Holding JE A 4 Jit 2 W RIS (8 4) (111,879) 12,995
Net cash inflow/(outflow) from operating activities BBEHZFHRERA/ (RH) (6,887) 125,960




(©

(b) Analysis of changes in financing during (b) AEWEES NN
the year
Issued capital
(including
share Bank and Minority
premium) other loans interests
DT RA
(BHEERAK) BT R A B 2 Ut
RMB'000 RMB'000 RMB'000
INIY ST ARKET 7 INY ST
At 1 January 2000 2 3 i et 2,163,840 197,970 195,409
Cashinflow from financing activities, net ~ ZEFEHZ FHEHA - 20,859 =
Arising from acquisition of subsidiaries Wi I 20 ) P — — 11,995
Share of loss after tax of subsidiaries JEAG Wt S 2+ ) B L 42 s - - (24,145)
Dividends paid to minority shareholders FRLR 1T P4 3:) - - (2,245)
Minority interests acquired i VL% TY T - - (115,084)
At 31 December 2000 and RZZZRE+ZA=Z1—H
beginning of year RER 2,163,840 218,829 65,930
Cashinflow from financing activities, net ~ EEFEH 2 FHEHA - 38231 =
Share of profit after tax of subsidiaries A5 24 ) i 4% ¥ — — 3,406
Dividends paid to minority shareholders A BB R BB — — (3,289)
At 31 December 2001 RZZZ-E+ZA=+—H 2,163,840 257,060 66,047
Acquisition of subsidiaries (c) WM B A H
2001 2000
“REF “RRRE
RMB'000 RMB'000
AR T ARWF
Net assets acquireg: BB FHEM:
Fixed assets I E % — 8,590
Cash and bank balances B RBITHEHR — 48,990
Prepayments, deposits and other debtors TR B ~ 14 T A B W3k —_ 182
Inventories FE — 1,435
Trade and bills payables T e e T 2 0 — (1,212)
Minority interests B W R £ — (11,995)
— 45,990
Satisfied by: ST
Cash 54 i 45,990




(c) Acquisition of subsidiaries (continued)

For the year ended 31 December 2000, the
subsidiaries acquired contributed RMB9,081,000
to the Group’ s net operating cash outflows, received
RMB157,000 in respect of the net returns on
investments and servicing of finance, no payment
was made in respect of tax, utilised RMB6,758,000
for investing activities and no contribution was
made for financing activities.

Analysis of the net inflow of cash and cash
equivalents in respect of the acquisition of
subsidiaries is as follows:

(c)

W B ) 2 vl (A

AEARKE_ZZFETA=Z1T—HILEERA
W Jag 2 ) 75 Ak A R %69,081,0000C 2 & HE B & i o -
K R E R R A B\ R 157,0000C > ®A
MABE XA EMKIE > REESEHHH AR
6,758,0007C K W i it % ¥ 1% B % A AL Wt £ o

W B O 8 T 2 B BB S RSN

2001 2000

“REF “RERE

RMB'000 RMB'000

AR T AR Tt

Cash and bank balances acquired BB & R RAT — 48,990

Cash consideration BeRE — (45,990)
Net inflow of cash and cash equivalentsin W Y W) 2 B

respect of the acquisition of subsidiaries KB &S HWFRA — 3,000

The subsidiaries acquired in the prior year
contributed RMB14,588,000 to the Group’s
turnover for the year ended 31 December 2000.

The post-acquisition |osses before minority interests
dealt with in the Company’s consolidated financial
statements for the year ended 31 December 2000 in
respect of subsidiaries acquired amounted to
RMB5.5 million.

HRERBAR AAEARE _FEEE T A=+
— H 1k 4F B85 2k A R % 14,588,0007C 2 & ¥ # o

33T AL S A ) 2 WG A 5k A R 25 0 2 M 4R
ARARIRE “ZRFET A=+ —HILEELEA
B ok 2 38 B A\ R 5,500,0007T e



(d) Acquisition of minority interests

(d) WUk > OB SR B 2

2001 2000
ZRRF “RRRE
RMB'000 RMB'000
AR T ARW T

Net assets acquired: ERZFE e
Minority interests b B R A —_ 115,084

Goodwill arising on acquisition W 2 0t R 4
of minority interests AR — 14,269
— 129,353

Satisfied by: AW

Cash b7 — 129,353

The Company participates in the central retirement and
pension fund scheme organised by the L uoyang Municipal
Government and makes an annual contribution
representing 28% (2000: 25.5% to 28%) of the total
annual wages of its employees to the aforesaid retirement
and pension fund, out of which the pensions of the
Company’s retired employees are paid.

As at 31 December 2001, the Company had given
corporate guarantees of approximately RMB151.3 million
(2000: RMB20.0 million) to certain banks and afinancial
institution in connection with facilities granted to a
subsidiary. The facilities were utilised to the extent of
approximately RMB96.3 million (2000: RMB20.0
million). Such contingent liabilities were not provided in
the Company’s financial statements.

Save as aforesaid, neither the Group, nor the Company
had any significant contingent liabilities.

AT T2 ¥ G T BOR A B g R Ik 4 E ) o
W AAFRELRE TRETEARK28N(ZFFE
4+ 25.5%% 28%) 1 A Btk o H B TIRIKIE > i Bk B
TZTHERZBARE A -

RE-FF-H+ZHA=+—H > KA R HHEAFH
R I ok 5 RAT R — A B AR R S S A B A R
W 151,300,0007C (= FZFF4 : A\ R ¥ 20,000,0007C) i 2w
Wik o A BUEC B A A R¥96,300,0000C (ZFFZF
4+ AR 20,000,00078) o % % 548 BB W I AE A2 R B
B b AR o

B DA LB At Ah > A 4 T R AR G ] ¥ AT EOK S 4R B
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(a) Aslessor

The Company leases certain of its buildings and
machinery (note 13 to the financial statements)
under operating lease arrangements. Leases for
buildings and machinery are negotiated for terms
ranging from one to five years. The terms of the
leases generally also require the tenants to pay
security deposits and provide for periodic rent
adjustments according to the then prevailing market
conditions.

At 31 December 2001, the Group and the Company
had total future minimum lease receivables under
non-cancellable operating leases with its tenants
falling due as follows:

(a)

fe ks hALA

AATREEBRHALE LS TR EREEY (Y
BHGEW L) - R R EEY - D RS Z ALY
T B RAEHMEOE o MAZ WK R BERE
b4 > AR B R R 0 A N A 4

REFF-H+ZAZT—H o REERAR AR
THRI TR ~ B % BT R AR L A A R
AR ME e 2 e (AL B AR AR E

Group and Company

7 45 [ AR A H
2001 2000
“REF “RERE
RMB'000 RMB'000
A BT 78 ARWT T
Within one year —EN 3,111 —
In the second to fifth years, inclusive B_ERLFE (HRWERREEN) 10,560 —

13,671 —




(b) As leasee

The Group leases certain land, buildings, plant and
machinery under operating lease arrangements.
Leases for land and buildings are negotiated for
terms ranging from 1 to 50 years, and those for
plant and machinery for terms of one year with
renewal options.

At 31 December 2001, the Group and the Company
had total future minimum lease payments under
non-cancellable operating leases falling due as

(b) MEBRRBA

ALMBEEAEMARYASE T L - BREEE
W R Rdy o LR R EM M2
T4 Z AU BEE o T W5 B b A% Z AL s — 4 3 W]

RoBB A1 AR RA S TR
T 00 0 2 R T R A 2
5 15 LS R0 T

follows:

Group Company

ALEH AT
2001 2000 2001 2000
ZREF-HE ZRRRE ZEFRHE ZFERE
RMB'000 RMB'000 RMB'000  RMB'000
ARWFE  ARWTFE AR®TFLZ ARWTI
(Restateq) (Restateq)
(T % 510%) (EHi 5 8R)
Within one year —4EN 12,299 21,385 10,000 6,750

In the second to fifth years, BoRELE

inclusive (HRWERFEER) 37,744 84,454 31,740 20,000
After five years T 228,389 269,126 201,794 206,795
278,432 374,965 243534 233,545

SSAP 14 (Revised), which was adopted during the year,
requires lessors under operating leases to disclose the
total future minimum operating lease receivables under
non-cancellable operating leases, as detailed in note (a)
above. This disclosure was not previously required. SSAP
14 (Revised) also requires lessees under operating leases
to disclose the total future minimum operating lease
payments, rather than only the payments to be made
during the next year as was previously required.
Accordingly, the prior year comparative amounts for
operating leases as lessee in note (b) above have been
restated to accord with the current year’s presentation.

TAGE I HR A 2 & wt B J 4 1498 (RUBHT) BLE B LA
Z RN 2R 40 B AR A T R R L A 2 R o IR L A B
Wk H o R R b ST (a) o A S JE i SEAE O
B o kB R A 140 (BT MR B M A 2 R A
N0 R 2R e 1K AR LA o AR TR LR e R A
Pt BRE A A A8 — 4R RAE th 2 Ak o BRIk > A B SCRERE(D) »
R ABARERAZ EEEREYY > CERIEK > U
REAREEZERTR -



In addition to the operating |ease commitments detailed BRI b OB RE37(b)RE ik 2 AR A B AR A A > AR KA
in note 37(b) above, the Group and the Company had the AREHHAULTEARSE
following capital commitments at the balance sheet date:

Group Company
A%H YN/ T
2001 2000 2001 2000
“RE2-F ZEFFE ZER R CEERE
RMB'000 RMB'000 RMB'000 RMB'000

AR®TE  ARWTE ARWTE ARWTE

Capital commitments in respect Wi T e 458 2
of plant and machinery: BRI
Contracted for % 0] 19,241 21,479 17,213 20,160
Authorised, but not contracted for Ttk e fH R B 4 — 18,500 — 18,500
Capital commitments in respect i\ — B O ) IR
of purchase of equity interest ZHE AR
in an associate:
Contracted for oEA 12,415 = = —
Capital commitments in respect 1] B 2 ) B A B
of additional capital contribution ZHE AR
into subsidiaries:

Authorised, but not contracted for eRtEEE LN 174,075 15,695 174,075 15,695




(@ Thesignificant transactions carried out between the (@) AR ARG B R A FEE o SRR A Z R
Group and the Holding group, inclusive of BARKBEAFMERRLNT ¢
subsidiaries and associates of the Holding, during
the year are summarised as follows:

Notes 2001 2000
i “RE “RRRE
RMB'000 RMB'000
AR T AR T
Sales of raw materials and components 865 5 AR % & (i) 100,766 125,631
Purchases of raw materials and components i B J§ ¥4 B J 23 4F (i) 172,151 191,535
Purchases of utilities XA E B (ii) 57,054 56,510
Fees paid for welfare and support services SR INE L) E (iii) 38,507 44,677
Purchases of transportation services FA (iii) 3,569 9,188
Research and development expenses paid A5 B B B B (iv) 2,308 2,600
Fees paid for the use of land SR L (v) 5,000 5,000
Fees paid for the use of trademark XA R (vi) 2,308 2,600
Rentals paid in respect of: XA

Buildings £ 37 (vii) 2,143 1,763
Plant and machinery WS R (vii) 2,657 5,000
Fees paid for agency services 3N B B & (viii) 989 —

(b) The significant transactions carried out between (b) AEE-HELREIEBRRIERZHWT :

FTQT and its minority shareholder during the year
are summarised as follows:

Notes 2001 2000
P 5 ZERRF ZRERE
RMB'000 RMB'000
AR T AR T
Sales of raw materials and components 8 85 5 A B % T (i) 2,557 4,854
Purchases of raw materials and components i B J§ ¥4 B 23 4F (i) 11,719 18,417

Sales of utilities W ) % (ii) 1,529 1,542




Notes:

0]

(iD)

(iii)

(iv)

)

(V)

(vii)

(viii)

Pursuant to relevant agreements, the pricing in respect
of raw materials and components is determined by
reference to the state price (i.e., mandatory prices set in
accordance with relevant PRC regulations, where
applicable), or if there is no applicable state price for
any such raw materials or components, the market price
or the agreed price which is not exceeding the price
charged in the immediate preceding year increased by
a percentage equal to certain PRC consumer price index,
whichever is lower.

Pursuant to relevant agreements, the pricing in respect
of utilities is determined by reference to the state price
(i.e., mandatory prices set in accordance with relevant
PRC regulations, where applicable), or if there is no
applicable state price for any such services, the market
price or the agreed price which is not exceeding the
price charged in the immediate preceding year increased
by a percentage equal to certain PRC consumer price
index, whichever is lower.

Pursuant to relevant agreements, the pricing in respect
of each of the welfare and supporting services and
transportation services is determined by reference to
the state price (i.e., mandatory prices set in accordance
with relevant PRC regulations, where applicable), or if
there is no applicable state price for any such services,
the market price or the agreed price which is not
exceeding the price charged in the immediate preceding
year increased by a percentage equal to certain PRC
consumer price index, whichever is lower.

Pursuant to relevant agreements, the pricing in respect
of routine research and development services is
calculated at a rate of 0.2% (2000: 0.2%) of the
Company’s net annual turnover.

Pursuant to relevant agreements, the annual rental for
the use of land is RMB5 million (2000: RMB5 million)
subject to a further land rental adjustment announced
by the relevant state land administration authorities.

Pursuant to relevant agreements, the pricing for the use
of the trademark is charged at a rate of 0.2% (2000:
0.2%) of the Company’s net annual turnover.

Pursuant to relevant agreements, the rental of buildings
and plant and machinery is charged with reference to
the depreciation of relevant assets.

Pursuant to relevant agreements, the pricing of agency
fees is based on certain percentages of the invoiced
value of goods sold through the agent.

(i)

(iii)

(iv)

V)

(vi)

(vii)

(viii)

LI Bl i > SR R R A2 4% - 7R 2 A5
U327 5 AE B (KR 1 BT B A AE 2 3 7 1)
JE o W% R B R A 00 S R A H 2 A
B FE T B 2 AR A o T 1 2 A A 7l L — 47 (T
R L2 T 0 [ e 47 o B 2

LI Bl i > ) ) 2 Ak > TERH Z 5 00 F 5 2%
FE M (I A M E 2 155 (%) B > Wi %
B 3 1 ] 2 G 0 B 2 T 5K 0 E A R T A 2 A
F o I 0 S (A A 308 — 4 (R A L2 T o 3
W7 W B WA

RIET G 07 e 1 ) J 4 300 IR B i IR o 2 (U
B Z 15U T 52 7 [ 55 A (BVAR 5% o B0 7 I 9 E =2 4
SE ) BEAE o 0 il SR b 2 A 2 R
FERRE R H L BALF - 17 1ii 22 A 13 8 | —4F Ak P
b o Y 2 1 1 B A

PRIETH B 175 3 - H % OF 78 J% B 38 IR 05 2 S8 (5 AR B A 4
7 2 AF 5 E B H0.2% (ZBRBIE : 0.2%) 34 -

RIEH Bt e » 06 )0 £ Hh 2 246 71 & 75 A R 5,000,000
JC (ZFFE4E : A\ RH5,000000C) » BRIEFH B Z BH
PG E M B R o

HRIEF B 1oy e » P BE A JH B (4% 35 2K 40 7] 2 4F 5 77 40
B90.2% (ZFFEFF : 0.2%) 7l H -

HLEE A il i > 25 A 2% R M5 L (R AL A
HEZERH -

RET G 17 e » 1B 22 11 (#7532 JRCA 208 £ B8l £ 2% ft
ZBFEMZET A LGE -



(c) Further details of the balances with related parties
are set out in notes 23 and 24 to the financial
statements.

(d) At the balance sheet date, the Holding guaranteed
certain bank loans and other loans made to the
Group up to RMB34.7 million (2000: RMB40.0
million) and RMBO0.2 million (2000: RMB36.2
million), respectively, as further detailed in note
30 to the financial statements.

On 21 November 2001, Brilliance China Machinery
Holdings Limited (“BCM™), asubsidiary of the Company,
entered into an acquisition agreement with a foreign
independent third party, for the acquisition of the 25%
shareholding of Yituo (Luoyang) Diesel Company Ltd.
(“YLDC”) from that foreign party for a cash consideration
of USD1.5 million. YLDC is a Sino-foreign equity joint
venture company incorporated in the PRC with registered
capital of USD6.0 million, of which the Holding held a
75% equity interest. YLDC is engaged in the design,
manufacture and sale of diesel engines and ancillary
products. The relevant approval documents had been
issued by the government authorities in March 2002.

() BB A b 2 S5 BR B HE — 25 AROR A A 2 i i
2324 -

(d)  REFH > BRAFRETHTARERZBITERK
JE A B R A o % 4 Bl A\ R 34,700,0000C (=%
F4 N R¥40,000,0005T) K A R ¥ 200,0007C (=%
REHE + NRW36,200,00000) Z I > £ 55 R I B )
#MaE30 0

REFF-FE+—AZH 0 AAFAZMBATERD
B R e R ) (T R ] ) B — O I 8 3 5 =T T
. W i B85 > DA B4 K 111,500,000 e Wit ik — 4 (3% ) 5¢
BT PR A R (T —Hi 5% i B ) 25002 JBE e o — #6256
7 o B GE R O AN A A A o L AT AR
6,000,0003€ 7 » T 3 75%M% H th 7% Bt A 5 Ff A o — Hi 5% i
POE = et~ A R R Sl R C R A o A B BOUR
WMOR-FFE=HREA RS -



Asfurther explained in note 2 to the financial statements,
due to the adoption of certain new and revised SSAPs
during the current year, the accounting treatment and
presentation of certain items and balances in the financial
statements have been revised to comply with the new
requirements. Accordingly, certain comparative amounts
have been reclassified to conform with the current year's
presentation.

The financial statements were approved and authorised
for issue by the board of directors on 26 April 2002.

0 S 2 AR > b R AR AR A TR &
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