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Notes to the Accounts

BACKGROUND INFORMATION

Northeast Electrical Transmission & Transformation Machinery
Manufacturing Company Limited (the “Company”) was
established in the People’s Republic of China (the “PRC”) on 16
February 1993 as a joint stock limited liability company. The
Company was granted the status of a Sino-foreign joint stock
limited company on 13 May, 1998. The Company and its
subsidiaries (“the Group”) are situated in Liaoning Province of the
PRC.

The principal activity of the Company is investment holding. The
principal activities of the subsidiaries and the associated companies
are set out in note IV to the financial statements.

PRINCIPAL ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared in accordance with
the Accounting Standards for Business Enterprises and the
Accounting Systems for Business Enterprises, promulgated by the
Ministry of Finance of the PRC and on a going concern basis.

As aresult of incurring significant losses of Rmb166,836,722.00,
Rmb363,597,324.39 and Rmb803,806,718.12 for the years ended
31 December 1999, 2000 and 2001, the Company was unable to
comply with the financial covenants of a syndicated bank loan of
US$ 40,000,000 (equivalent to Rmb331,064,000.00). The
syndicate has requested the Company to make immediate
repayment of loan in full amount. Notwithstanding, the directors
are of opinion that the preparation of these financial statements
under a going concern basis is appropriate due to the following
considerations:

(1) Upto the date of approval of these financial statements, the
Company has been negotiating with the syndicate to reach a
debt repayment agreement and would try to comply with the
repayment schedule;
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Z AFFAMEEGHBE &5 1. PRINCIPAL ACCOUNTING POLICIES (continued)
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Northeast Electrical Transmission &

(3) In 2002, the Group's orders on hand are favourable. Major
operating revenue for the year is expected to have an
increase by 6-8%. At the same time, costs would be
effectively controlled. The directors anticipated that the
financial position of the Group would improve in 2002; and

(4) A joint venture agreement with Alstom DBD Instrument
Transformer Co. Ltd. has been signed for the manufacture
of transformers (ITU). Actual production is to be made in
the first-half of 2002. The negotiations of joint ventures
with Simens and ABB company are making progress.
Through the expansions in equity and co-operative joint
ventures, the technical standard of the Group’s products
could reach the world's top standard.

Accounting period

The Group adopts the Gregorian calendar which starts from 1
January to ends on 31 December as its accounting year.

Reporting currency

The Group uses the Renminbi (“Rmb”) as its reporting currency.
Principal of book-keeping and valuation

The Group adopts the accrual basis of accounting. Unless

otherwise stated, all assets are stated at their historical costs of
acquisition.

Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

PRINCIPAL ACCOUNTING POLICIES (continued)

Foreign currencies

Transactions in foreign currencies are translated into Renminbi at
exchange rates stipulated by the People’s Bank of China prevailing
at the mid-rate of the first day of that month. Monetary assets and
liabilities expressed in foreign currencies at the balance sheet date
are translated into Renminbi at exchange rates stipulated by the
People’s Bank of China at the balance sheet date. Exchange
differences arising in these cases are dealt with in the profit and
loss account. Foreign currency translation differences directly
relating to funds borrowed to finance the construction of fixed
assets are capitalised during the construction period.

Cash equivalents

Cash equivalents are short-term, highly liquid investments which
are readily convertible into known amounts of cash and which are
subject to an insignificant risk of changesin value.

Provision for doubtful debts

(1)  The Company recognises the following trade debtors as bad
debts:

A. the trade debtors caused by bankruptcy or death of the
debtors whose debts were unable to be recovered even after
paying off the debts from the insolvent assets or heritage;

B.  the debts owed by debtors are over due for 3 years and are
ascertained to be non-recovery.

(2) Bad debtsisrecognised on aliability method.

(3)  Provision for bad debts is determined with reference to total
outstanding balance of trade debtors and other receivables
at the year end.

(4) The provision of bad debt is calculated at the following
methods and rates of calculation:

T NEMM .11
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Transformation

PRINCIPAL ACCOUNTING POLICIES (continued)

Provision for doubtful debts (continued)

The Company’s bad debt provision is made with reference to the
past experience on overdue payment and recoverability of the trade
debtors and other receivables in prudent basis according to the

following rates:

Age Rates
within 1 year Nil
1to 2 years Nil
2to 3 years 40 %
3to 4 years 60%
Over 4 years 100%
Inventories

(1) Inventories comprise raw materials, sub-contracting
materials, work in progress, finished goods , low valued
consumables stores and packaging materials.

(2) Perpetual system is adopted for inventories.
(3) Inventory costing method:

Stock-in are accounted for budgetary cost and stock-out are
computed using the weighted average method. Work in
process and finished goods comprise material costs, direct
labour and an appropriate allocation of production overhead
expenditures.

(4)  Recognition basis and provision for diminution in value of
inventories:

The closing inventories are stated at the lower of cost and
the net realisable value. The provision for diminution in
value of inventories will be made for those goods which is
damaged, wholly or partly obsolete or its net reasonable
value falls below the cost of purchase. The provision is made
on individual basis of each item of inventories.

Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

PRINCIPAL ACCOUNTING POLICIES (continued)

Long term investments

ey

@

Valuation of long term investment and revenue recognition:

A.  Long term investment is accounted for on an actual
cost basis.

B.  Long term equity investments include investmentsin
subsidiaries, associated companies and other equity
investments.

The investment in subsidiary of which the Company has
controlling interest, not taken into account by line-by-line
consolidation method, are accounted for under equity
method.

An associate company is a company in which the Group has
an equity interest between 20% and 50% and over which the
Group is in a position to exercise significant influence in
management is accounted for equity method in Group
account. Investments in associated companies are recorded
at the purchase consideration paid or pre-determined value
of consideration in Company’s account.

Other investments represent that the Group holds an equity
interest of less than 20% or holds more than 20% of the
investee company but are not in a position to exercise
significant influence over the management of the investee
company is stated at cost.

The difference of equity investment and its amorisortion
period

The difference between the original investment cost and the
Company’s share of equity in the invested company is
recognised as “equity investment difference” and is
amortised on a straight line basis over 10 years or the
contract terms.
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PRINCIPAL ACCOUNTING POLICIES (continued)

Long term investments (continued)

©)

(4)

®)

Transformation

Valuation of long term debenture investment and revenue
recognition

Long term debenture investments are recorded based on the
actual consideration paid and the related interest income is
accrued when due. Straight line amortisation method over
its maturity period is adopted.

Recognition basis

When the debenture investments are held during the period,
the interest income is accrued as investment income in such
period.

When the debenture investments are disposed of, the
difference between the sales proceed and the carrying value
are recognised as loss or gain on disposal of investment
during the period.

The amortisation method of premium or discount of long-
term debenture investment is that the amount of premium
paid and discount earned will be amortised over redemption
period of debenture on straight-line method.

Provision for permanent diminution in value is made
according to the Accounting Systems for Business
Enterprises by using “item by item” basis. Provision is made
when the realisable value of the investment is less than the
book value as a result of permanent decline in market price
or prolonged deteriorating business operations of the
investee company.

Machinery Manufacturing Company Limited



o AFBRAMEREHER  S4t
e HeBROEHNSE

(#)

10 BERERRETERR

1)

)

®)

4

WA A S A R A R : AR
PRAE 147 DL L9 s |2 R s 24
AR WO~ A B I A
ﬁ o

L9 I W N
Tt 52 W 4L T

WA A AT I R A
KNS BARS PR W

F A A P 45 R A0 3060 T B
BERMEEHTER -

[ & % 2 W A 508 A 4 BR 31
mF :

5B R g 20% 504
B2 S 8% 204F
¥R iy T At 5% e 6% 174F
i 5E B 7 k1 A5

KA RREEEERT
HEEREEEETRE > W
SRR I R A R B > BB
BRAE ~ B RV B R
A T W [ e A R T 6
EH > 57T W] 4 A RS R
T B 6D P 25 i 2 1 S E O
il -
HHAETIHIL 1 > 28
wl B8 [ kA A

R E AR > 72w B AR
RAGHMER > HC 8
6L 1y T 5 6 E 3

R Sl B R > TR
15 FH A B A E 5

i 2 ® e

ok #ok WG (8

Notes to the Accounts (Continued)

[I. PRINCIPAL ACCOUNTING POLICIES (continued)

10. Fixed assets and depreciation

A

@

©)

4

3

Fixed assets represent capital assets with useful lives over
one year.

Fixed assets are recorded at actual cost or pre-determined
value.

Fixed assets are depreciated over their estimated useful lives
on straight line basis after taking into account their residual
value estimated at 3% of cost.

The estimated useful lives of fixed assets are as follows:

Buildings 20-50 years
Plant, machinery and equipment 8-20 years
Moator vehicles and others 6-17 years

Provision for impairment loss on fixed assets

At the end of the reporting period, the Company will
compare the book value and the recoverable value of the
fixed assets. For fixed assets with recoverable value falling
below the book value due to decline in market value,
technology obsolete, damage, idle, the Company will make
aprovision for impairment loss on fixed asset equals to an
amount of the difference between the recoverable value and
the book value.

Full provision is made in the following basis:

Fixed assets are idle and would not be used in the
foreseeable future with no resale value;

Non usable assets due to technology obsolete;
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Electrical Transmission &

1. PRINCIPAL ACCOUNTING POLICIES (continued)

10. Fixed assets and depreciation (continued)

. Usable assets which would produce non-qualifying assets;

. Damaged assets with no usable value and resale value; and

. All other assets would not produce economic benefits to the
Company.

11. Construction in progress

(1) Cost transferred from construction in progress to fixed
assets

Construction in progress is transferred to fixed assets when
the asset is capable of producing saleable quality output in
commercial quantities on an ongoing basis notwithstanding
any delays in the issue of the relevant commissioning
certificate by the appropriate PRC authorities.The amount
of such transfer based on the estimated value of assets in
use upon the date of transfer the value of fixed asset until
the actual construction cost has been determined. The
difference between value of transfer and the finalised
construction cost will be accounted for cost of fixed asset
accordingly.

Transformation Machinery Manufacturing Company Limited
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(2)  Provision for impairment loss on construction in progress

The Company will make a full examination of construction
in progress at the end of the reporting period. If thereis an
indication of impairment existed, the provision will be made
on individual basis on each construction project.

Provision for impairment loss on construction in progress
will be made according to following conditions:

A. if the Construction in progress is suspended a long time and
is not expected to restart work in 3 years;

B.  thecapacity of the construction project, technology obsolete
and the uncertainties it brings in terms of economic
efficiency or there are clear evidence supporting the
impairment of the construction in progress;

C.  the Company will make a provision for impairment |oss on
fixed asset equal to the difference between the recoverable
value and the book value.

Capitalisation of borrowing costs

Special borrowings and the associated interests, amortisation of
discount and premium foreign exchange gains and losses and
borrowing costs will be capitalised under the following three
conditions: capital expenditure has already incurred; financing
costs have already incurred; and acquisition and construction
activities to bring the asset to a ready-for-use stage have already
incurred.

The period of capitalisation commences when the essential
purchasing activities to enable the fixed assets to each their
expected condition of usage started. It ends when the fixed assets
reach their expected condition of usage.

Capitalisation of such borrowing costs is based on the monthly
interest calculation basis and ceases when the assets are
substantially ready for their intended use or sale. All other
borrowing costs are recognised as an expense in the period in
which they are incurred.
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Northeast Electrical Transmission &

(1) Intangible asset is recognised on actual cost basis.

(2) Intangible asset is amortised over the pre-determined useful
life from the commencement date of asset acquired.

(3) Attheend of the reporting period, the Company will inspect
and evaluate the economic benefit of each intangible asset
and make a provision for impairment |loss on intangiable set
based on the difference between the recoverable value and
the book value.

Long term deferred expenditure

Long term deferred expenditures are amortised on a straight line
basis over the period of their useful lives.

Revenue recognition

(1) Revenuefrom the sale of goods is recognised on the transfer
of risks and rewards of ownership to customers, when the
Company ceases to exercise its right to manage and control
the goods and when the revenue and costs can be measured
reliably.

(2) Revenue from services rendered is recognised as follows:-

A.  Revenue from the provision of labour service, is recognised
in the period when services are rendered at percentage of
completion.

B.  Therevenueis recognised on basis that the total income of
labour contract and degree of labour completion can be
measured reliably when payment relating to the transation
will flow into the Company and cost incurred and to be
incurred can be measured reliably.

Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

PRINCIPAL ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

(3) Revenue from leased assets is recognised upon as follows:-

A.  economic benefit assocanted with the transactions will flow
to the enterprise; and

B.  the amount of revende can be reliably measured.
I ncome tax

Tax liability method is adopted to account for the income tax of
the Company and its subsidiaries.

Changes in the current year’s accounting policy,
accounting estimates and the correction of significant
accounting error

In accordance with the relevant document issued by the Ministry
of Finance, the Group has adopted the “Accounting Systems for
Business Enterprises” in place of the “Accounting regulations for
Joint Stock Company” effective from 1 January 2001. The changes
in accounting policies and the effect on changes are set out bel ow:

(1) Previously, fixed assets were stated at carrying value without
provision for impairment loss. Currently, the fixed assets
are stated at carrying value or recoverable amount of assets,
whichever is the lower. The impairment loss on fixed assets
is recognised to the extent of the recoverable amount falling
below the carrying value of fixed assets.

(2) the construction in progress was stated at carrying value
without provision for impairment loss in prior period.
Currently, it is stated at carrying value or recoverable
amount of the assets, whichever is the lower. The
impairment [oss on construction in progress is recognised to
the extent that the recoverable amount falls below the
carrying value of construction in progress.
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Northeast Electrical Transmission &

accounting estimates and the correction of significant
accounting error (continued)

(3) The intangible assets were previously stated at carrying
value without provision for impairment loss. Currently, the
impairment loss on intangible assets will be provided for on
the basis that if the carrying value is less than the
recoverable amount of the assets.

Owing to the above changes, the net profit for 2001 has been
decreased by Rmb154,434,981.14 representing the provision for
impairment loss on fixed assets of Rmb154,382,891.10 and
construction in progress of Rmb52,090.04 during the year.

Basis of preparation of consolidated financial
statements

(1) Basisof preparation

The consolidated financial statement is prepared in
accordance with document (1995) No.11 “Provisional
Regulations for Consolidated Financial Statement” issued
by the Ministry of Finance of the PRC. The consolidated
financial statements include the financial statements of the
Company and its subsidiaries up to 31 December.

(2) The principal of preparation of consolidated financial
statements is that the financial statements of an investee
unit in which the Company holds 50% of its total capital
with voting right, or a subsidiary in which the Company
holds not more than 50% of its total capital but has actual
control right will be consolidated.

Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

TAXATION

(1)

(6)

Valued added tax: 17% of revenue from sale of goods less deductible input
VAT.

Business tax: 5 - 20% of revenue from provision of services.

Urban maintenance and construction tax: 7% on value added tax and business

tax payable.

Education additional tax: 4% of value added tax and business tax payable.

Income tax: 33% of taxable income.

Other tax: According to relevant government regulation.

The Company is subject to income tax at the statutory rate of 33%. According to the

rulesissued by the State Council, the Company still enjoys the preferential rate of
15% until the end of year 2001.
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Notes to the Accounts (Continued)
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BERFAFIRSELE

V. CONTROLLING SUBSIDIARIESAND ASSOCIATED

COMPANIES
VLR B 20 w3 76 H 1 5 9 kA (1)  All of the subsidiaries below are registered in the PRC:
REEEM REHE Efgs BERE FRLH REAH
(F7) 20015 20005
Registered Principal Per centage of Consolidation
Company Status of company capital Activities share holding Yes(No)
Rmb’ 000 2001 2000
A%
AREEAT AREEAT 320,565 RERIER 100% R
Shenyang Transformers Limited lihility Manufacture of Yes  Yes
Ltd. company transformers
o 5% 7 B ARELAH 144,920 PR - B & R 100% 2R
ARFEAH A e I e A
Shenyang High-voltage Limited lihility Manufacture of Yes  Yes
Switchgears Ltd. company switchgears, circuit
breakers and disconnectors
WME D ER G AREEAT 29,420 RERESR 100% R
AREEAH BAS
Jinzhou Power Limited lighility Manufacture of Yes  Yes
Capacitors Ltd. company surge arrestors and
power capacitors
B AR AREEAT 18,090 REH MR 100% R
AREEAT
Fuxin Enclosed Limited lihility Manufacture of Yes  Yes
Bushars Ltd. company enclosed husbars
Y Gh 2 4% 5 BN B % 150,000 %R RERE 100% 2R
Kingdom Hotel Sino-foreign Provision of hotel Yes  Yes
Shenyang joint venture and catering services
5% 3 R £ AN B % 25,200 SR I 5 M 7 60% 2R
B RAF
Shenyang Hua Kang Sino-foreign Provision of Yes  Yes
Restaurant & joint venture entertainment services
Entertainment Ltd.
Y Gh V0 4 LR A% ARELAH 120,000 RELRS 94.60% 2R
REHRAF
Shenyang Shenbian ITU Limited lihility Manufacture of Yes  Yes
Manufacturing Ltd. company transformers (ITU)
Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

BERFLFREELR (H) V. CONTROLLING SUBSIDIARIESAND ASSOCIATED
COMPANIES (continued)

REEEL £33 1 gEMEX #2uE BRILH EEEH
(F1) 2001 2000F
Registered Principal Percentage of Consolidation
Company Status of company capital Activities share holding Yes(No)
Rmb' 000 2001 2000
Y Y 5 4 TR T 4 HRHEAT 10,000 L E £ I 80% xR
HREEAT
Shenyang Shenbian SpecialLimited liability Manufacture of Yes  Yes
Electric Equipment Ltd. company transformers
and transmission
equipment and
accessories
Y v 2 v A HRAEAT 20,000 UG R S 85% R
BB WAL
Shenyang Shenbian Limited liahility Manufacture of Yes  Yes
Middle Transformer Ltd. company transformers and
reactors
YR VL 52 7R Tk HR AT 7,000 EL M 88% z A
HREEAH HALA
Shenyang Shenbian Limited liability Manufacture of Yes No
Electrican Equipment company transformers and
Ltd. transmission equipment
and specialized tools
o v 2 B I HRFEAT 7,000 W SRR 90% ® A
HREEAH i T B
Shenyang Shenbian Limited liability Manufacture of Yes No
Suitchgears Ltd. company Suitchgears and
provision of
processing services
BMEBATSR HRHEAT 3,000 RERAREEAH 51.25% ]
HRHEAT
Jinzhou Jinrong Electrical Limited liability Manufacture of Yes No
Equipment Co. Ltd company electrical equipment
WELFRELEEE  AREEAT 3,890 B4 EJIE IR 97.68% ® A
W5 15 5 BT LA ) 25 i 1 i
- Ditto - Limited liability Provision of anti-corrosive Yes No

company processing services
of metalic accessories.
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Notes to the Accounts (Continued)

BRFAFIREGELX (H) [V. CONTROLLING SUBSIDIARIESAND ASSOCIATED
COMPANIES (continued)
2R EREMLARZ TAFRWKBI  Note: The subsidiaries of Shenyang Transformers Ltd, including Shenyang
BELIMEARELAF - VB b Shenbian Electrician Equipment Ltd., Shenyang Shenbian Switchgears
A IR 24 2 ) A vk 5 17 JRE B B A R A 4 Ltd. and Yk 5 9 1 22 5 4 4 JB 93 6 0 B PR A #] was newly established
H) Z 4w Y I R R e A 4 B D S in the financial year 2001 have been included in the consolidated financial
A W2 ) 45 20014 JE 4T s L » M BF statements. The shareholding of Jinzhou Jinrong Electrical Equipment
WMEAE s SNEHBARARELEAA Co., Ltd by Jinzhou Power Capacitors Limited was increased from 35%
HEFAFBMBAEBRAREEAF K to 51.25% in September 2000. In consideration of the significant effect
¥ B Ik Bl £ 20004E 9H H 35%H & on the profit and loss of the Company for the year 20010of this subsidiary,
51.25% > % I #% T 24 Al i 45 $ A A 7] consolidated financial statements are included. Due to the insignificant
20014E EEH 85 BB K » REPAG I effect on the profit and loss and the total net assets for the year 2000, no
EHE o MR T A F 2000498 £12H adjustments was made to adjust the opening of the consolidated financial
15 25 K 20004F A % 7 45 %1 % A 24 5] 20004 statement in order to reflect the profit and loss from the period September
JEE AR BB A 25 % Y AR HUB BAR A > BURAE 2000 to December 2000.
AR B O B3 A0 B A o
i EftBREEREAME V. EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS
WA TRFED » DLW H AL A A Amounts are expressed in Rmb unless otherwise stated.
R#T
1+ H%ES 1. Cash and bank balances
RIK & EURIE
2001 2000
AR¥ A R
HH Items Rmb Rmb
B4 Cash 383,091.65 239,386.62
AT Cash in bank
T A SRAT A K Deposit used as security 108,610,217.93  165,562,000.00
H AW E & Other deposits 205,479,813.08  233,210,007.06
it Total 314,473,122.66  399,011,393.68
REL: AR E] R SRR A SR AT A R At Note 1: The bank deposit of Rmb91,115,699.01 was pledged as security.
91,115,699.015C » Lt = Ah Uk SR AT Included in the foreign currency deposit amounting to
T2 3K HY 19 38 7T 47 5% 8,592,380.813 US$8,592,380.81 (equivalent to Rmb71,115,699.01) was pledged
76 (3T & A\ R ¥ 71,115,699.017G) » to % % R 47 to secure the short term borrowing. As at the
A A5 3 R ARAT R R o approval date of this report, all borrowings was repaid and the
IR H O ER & SE security was released. Rmb20,000,000.00 included in the bank
HRECHE s AR¥ERITERPE deposit was pledged to # & 17 to secure the short term
20,000,000.007C » B #il 45 3 B8R 47 borrowings.
i) F R N &
RE2 0 AR W] A2 B R Y SRAT AR Note 2: The total deposit with restricted use was Rmb17,494,518.92.
7#17,494,518.927C » EERAK S The amount mainly represents the remaining balance of employee
R BRI o fund.
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

I BHERIEHBEME (F) V  EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
2y BEEE 2. Notesreceivable
HEBR A Hxaa
HERM Date of Date of 2001
Issue parties issue maturity ~ Rmb BN Type fii & Remark
FIRABRARAT  2001-10-27  2002-4-29  647,16756  #47%&  Billsof 20024£1H  Endorsed in
JLES  exchange EEE Jan 2002
WHRBRBERAT  2001-12-21  2002-6-21 11500000  #f7&  Billsof 20024£1H  Endorsed in
JLES  exchange EEE Jan 2002
GisERE R TR 2001-12-23  2002-4-23  100,000.00  #f7&  Billsof 20024£1H  Endorsed in
HEH WA JLES  exchange EEE Jan 2002
HER T TR 2001-12-24  2002-2-24  100,000.00  #f7%&  Billsof 20024£1H  Endorsed in
HRAF JLES  exchange EEE Jan 2002
o R 3 8 2R A 2001-9-07 2002-3-7  50,000.00 1% Billsof 20024£1H  Endorsed in
Ba JLES  exchange EEE Jan 2002
RN EREE 2001-9-30 2001-12-31  58,004.00 W%k  Promissory  200%E1H Transferred to
A HEE  bills A JE W account
Wk receivable
in Jan 2002
LR ESEE 2001-9-30 2001-12-31  44,170.00 W¥&  Promissory  20024E1H Transferred to
A HEE  bills A JE W account
MR 2 receivable
in Jan 2002
b N B S 2001-11-30  2002-1-31  43,197.00 ¥R  Promissory  20024E1H Transferred to
A AER  bills A JE W account
HR 2 receivable
in Jan 2002
W BEAREREE 2001-11-13  2002-5-12  15,000.00 %%  Promissory
HIRAT SERE  hills
A3 Tota 1,172,538.56

REe KREFEHBMEREEREESES R
31,220,000.007% °

Note: The total bills presented during the year was amounted to
Rmb31,220,000.00.
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Notes to the Accounts (Continued)

I EiGREERAMRE () V. EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
3+ B 3. Accounts receivables
(1) HRELH (i)  Ageing analysis:
B Hf% HRER o L% BRI 1
2001 2000
AE® %  Provision for AEH % Provision for
HE Item Rmb doubtful debts Rmb doubtful debts
EWE=% Ageing of amount due
from third parties:
VE A Within 1 year 533,553,039.20 53 - 658923,832.26 61
1-26 102 years 200,663,380.53 2 - 208469130.36 19
236 210 3 years 94,025,160.96 10 3761006439  103,499,885.24 9 3640606788
344 3to 4 years 64,822,850.84 7 3889371050  42,078083.07 4 2524684985
HEY Over 4 years 94,962,060.49 10 9496206049  80,644,092.10 7 8064409210
ANt Sub-total 986,026,492.02 100 17146583538 1,093,615,023.03 100 142,207,000.83
W Amount due from
other related parties  73,460,540.60 1099654528 70,654,999.04
&t Total 1,061,487,032.62 182,462,380.66 1,164,270,022.07 142,297,009.83
W IR A Provision for
doubtful debts 182,462,380.66 142,297,009.83
T W k4 Net accounts receivable  879,024,651.96 1,021,973,012.24
REL s R WG R W 2 i S8 A S MR Note 1: The ageing of the amounts due from other related parties
14E D) 4 16,833,606.367C > 1- are as follows: within 1 year: Rmb16,833,606.36; 1 to 2
24F. 40,126,791.647C > 2-34F years: Rmb40,126,791.64; 2 to 3 years:
6,209,137.3470 > 3-44 Rmb6,209,137.34; 3 to 4 years: Rmb4,445,287.30 and
4,445,287.307C > 44 D, L over 4 years: Rmb5,845,717.96. The provisions for
5,845,717.9670 » ACAF-#iHik it doubtful debts according to the ageing are as follows: 2
a1 O OIR B fF 2-34 to 3 years: Rmb2,483,654.94; 3 to 4 years:
2,483,654.947C > 3-44 Rmb2,667,172.38 and over 4 years: Rmb5,845,717.96.
2,667,172.387C » 44 Dk |
5,845,717.967C °
FE2: 20014 12H 31H » MEWEA Note 2: At 31 December 2001, there was Rmb73,460,640.60 due

Northeast

Electrical

BA A B 5 /KR HE
73,460,540.607C » I E W 7%
JE JA 20014F DA i 4F JE R 51 42
BN HE 5 3  20014F JE
[ AL TE ] 67 A2 w) 1Y Jit i
WO A KA (MEE T e 27)
TEU > BB ARE S
A 38k I L R WSO o 5 =
FHE R B W)
e OE % MR B S R R O
10,996,545.287C °

Transmission &

Transformation

Machinery

from related parties. No provision for doubtful debt is
made on the amount due from other related parties in the
preceding financial years. Due to the shares of the
Company held by NET was frozen by the court and part
of shares were auctioned during the year (Note V.(27)),
the basis of provision for doubtful debt for the amount
due from other related parties is consistent with amount
due from the third parties. That is using the ageing basis,
the provision therefore amounting to Rmb10,996,545.28.

Manufacturing Company Limited
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Notes to the Accounts (Continued) | e

V. EXPLANATION TO ITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

AR () 3. Accounts receivables (continued)
(2) FARATFS%U L (45%) F Fik (i) Amount due from shareholder (holds more than 5% of the
HRE JB A3y 1 = B JRE SR R 3 shares of the Company)
&8
AR
Amount
RREMNER Name of borrower Rmb RAKE Nature
R b i 4 7 B A NET 73,460,540.60 " A ER Normal business
HEHEAF transactions
(3)  WIARME M =y IRk b RO Bk (iii) Thefive largest outstanding balances due from third parties
MW R % & B A G amounted to Rmb125,744,863.61 and represented 12.73%
125,744,863.617C » 14 FEW 56 = on the total amount due from third parties. All the
7 B 3K L il % 12.73% » R 3K outstanding balances are trade receivables.
H fth B8 e #% 4.  Other receivables
(1) HREAAT (i)  Ageing analysis:
RN % BEER LEE I fil% 3R A £
Balance at Balance at
1 January 2001 31 December 2001
AR¥ Provision AE¥ Provision
2001 for doubtful 2000 for doubtful
Rmb % debts Rmb % debts
& B Ageing of amount due
from third parties:
YED Within 1 year 312,016,879.07 55 173,360,503.27 4%
128 1to 2 years 50,084,267.81 10 100572,756.09 7
2.3 2t0 3 years 82368112 4 928947245 3595470199 10 1438334681
3488 3to 4 years 106,279,733.38 0 7091936002 2453644410 6 1472186646
s L Over 4 years £0,083,431.38 1 6998843138 4113604496 1 4113604496
A3t Totd 570,592,092.76 100 150,197,6385  375,560,45041 00 7024125823
W IR Provision for
doubful debts 150,197,263.85 7024125823
AUEKKFE  Net other receivables 42039572891 305,319,192.18
T W # % i #l i B t % Bt I A 157
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I EiGREERAMRE () V. EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
4+ HfthEMR (&) 4.  Other receivables (continued)
(2) EFAAFSWY L (E5% FE (i) No amount due from shareholder with more than 5%
PRERE A I EE R R 3 - shareholding was included in other receivables.
(3) AR ] A ek b A HE M — (iii)  Amount due from a third party of Rmb92,878,800.00 was

KB = A AWM HE
92,878,800.007C > %k T JE % A<
23 7] 7 19984 1 45 7% 24 v 1 #K
1% 3% 96,000,000.007C » 4F Fl %
15% > HE i 19994 9H 15H %]
B o A > AT SN R R IR IR
#5E R Ak B AR A S R A
B oo HE > RAFBEZEMEHA
BR T — R R o MR K
H %t & % 20004F 125 31H > [l
WOk —KE=ZFHEEY
WA REAE R R o 20014241
7% 2% ) ff JE 41K 49 4 v 45,0008
JCARAE > S B4 3O\ FR B E
Wk - BE R A AN — LR
WAE Bk 5 — KB =T5 W IR e
PR 3R A0 > 5% JBE SRR AN 0 It A
o il % 97.68% » HHH 391 Fit 2001
412/ 31H 5 [ K 20014 45
AR ) B A AR ON 2 E ik o I
7 4,600 70 I #5391 it 2 2001
12/ 31H o A4 H B 2001
AR T s B 4 R A s 3 W 3
BB b N Rk b R
3 3 7 2 (2001) T 48 4 52 55 392
3%~ (2002) 3k £8 41 5% 45 393K >

N H B TR K
3
Electrical Transmission &

included in the other receivables. The original loan was
made during 1998 of loans of Rmb96,000,000 were granted
to a third party company (“borrower”). These loans were
secured, bear interest of 15% per annum and were due on 15
September 1999. However, the borrower failed to make
repayment on the specified repayment date and no interest
has been received. Subsequently, the Company entered into
a new agreement with the borrower to extend the date of
repayment to 31 December 2000 with a renewed pledge of
security over certain of the property interests of another
third party company which has a common shareholder with
the borrower. The property which had been pledged for a
loan of Rmb50,000,000 was replaced with a pledge of the
shareholding in that third party company, which is 97.68%
owned by a shareholder of the borrower. This pledge was
valid until 31 December 2001. In April 2001, the Company
had entered into a new agreement with the borrower to
extend the pledge of Rmb46,000,000 to 31 December 2001.
In November 2001, the Company has initiated a writ of
summons to the court and notices were received from the
Intermediate People’s Court in Shenyang, Province, the
borrower agreed to enter into a repayment agreement
voluntarily with the following repayment terms:

Transformation Machinery Manufacturing Company Limited
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A~ 20014 12F J& AT & 3k A R ¥
1,500 JC 3

B~ 20024 3H J& Al B A A R ¥
1,600 JC 3

C- 20024 6H J& 7l 2 3k A R ¥
2,000 JC

D~ 20024 9H J&k Bl 2 3 A R ¥
2,500 7C 5 &

E~ 20024 12H Ji w7 %2 5 A R ¥
2,0008 JC °

BOEARFAE R A > A2 v W E) 5
= K3,121,20006 > SB= 5 R B0
HUBAT IR AR o B BRI > A
2 ) T 3 e R T AT RE A W B %
X A B % 30,000,000.005C » 3 #
62,878,800.007C T 20014 4= 4 5l #2 5
W i g o

# 1k 200145 12H 31 H > H Aty FE Wk b
(Al (st e DENAERBHE
180,369.543.197C (fif 7L o 1) » AL
) % B WK T A i PSR A o

(4) AR b R Wk H Rk A ARG
1i % & % & 7T 309,893,243.53
JC > A 3 At RE Wk Y B B
54.31% > F o 4 A& bt (3) 42
i — %K 5 = J592,878,800.007C
Rk A [ 7 £5 ] 180,369,543.1970
Rk o
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Notes to the Accounts (Continued)

EXPLANATION TO ITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

Other receivables (continued)

. Repayment of Rmb15,000,000 by the end of December
2001;

. Repayment of Rmb16,000,000 by the end of March 2002;

. Repayment of Rmb20,000,000 by the end of June 2002;

. Repayment of Rmb25,000,000 by the end of September
2002; and

. Repayment of Rmb20,000,000 by the end of December
2002.

Up to the date of approval of these financial statements, the
Company only received Rmb3,121,200 from the borrower. The
borrower is unable to comply with the agreed repayment schedule.
The directors are of opinion that the amount of Rmb30,000,000
could be recoverable while the remaining balance of
Rmb62,878,800 became non-recoverable and full provision had
been made accordingly.

As at 31 December 2001, no provision for doubtful debt was made
on the long term outstanding of Liaoning Trust amounting to
Rmb180,369,543.19 included in the other receivable (Note VI

)

(iv) The five largest outstanding balances due from other
receivables amounted to Rmb309,893,243.53 and
represented 54.31% on the total other receivables. The
amount included the outstanding amount of Rmb92,878,800
and Liaoning Trust of Rmb180,369,543.19 as mentioned
above.

U NEMM A




GEE
gnsmm ]

160

& uh Ok WG

(%)

Notes to the Accounts (Continued)

i EHEREEREME H) Vv

EXPLANATIONTO ITEMSIN THE CONSOL IDATED
FINANCIAL STATEMENTS (continued)

4 RMEWR (H) 4.  Other receivables (continued)
(5)  BEAS ] H l FE e R ok R O A3 AT (v)  Aging analysis on other receivable of holding company
LR L% BIRER i L 81%
31 Dec 2001 % Provision for 1 Jan 2001 %
4 Ageing doubtful debts
EUR Within 1 year 181,624,766.69 65 4,937,150.77 5
1-24F 1-2 years 3,280,784.32 1
23 2-3 years 96,000,000.00 9%
344 3-4 years 92,878,800.00 34 62,878,800.00
HEP L Over 4 years
At Total 271,784,351.01 100 62,878,800.00  100,937,150.77 100
BIR#ER  Provision for
doubtful debts 62,878,800.00 62,878,800.00
HoAl
Wk 5 Net other receivable  214,905,551.01 100,937,150.77
5+ FMER 5. ADVANCESTO SUPPLIERS
(1) EREAAT (i)  Ageing analysis of advances to suppliersis as follows:
2001 2000
HER LIRE
AR®T H (%) HIRER AR Al (%) BRI 3
Rmb %  Provision for Rmb %  Provision for
I Ageing: doubtful debts doubtful debts
VEDLN  Within 1year  189,260,539.42 63 283,153,841.22 71
1-26 1to0 2 years 65,964,994.04 22 55,168,941.31 14
2-34 210 3 years 21,528,926.48 7 38,191,741.74 10
FEYP L Over 3years 25,320,206.88 8 21,392,991.34 5
At Total 302,074,666.82 100 397,907,515.61 100
(2) A A 5% B (A (i) No amount due from shareholder with more than 5%
59%) i 7 YL A I 3 JB 3R sharholding is included in advances to suppliers.
R o
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

V. EXPLANATION TO ITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

6. INVENTORIES AND PROVISION FOR
DIMINUTION IN VALUE ON INVENTORIES

Y | LRIIE o
2001 2000

&8 B 5 2 0 &% 2 4 4

Cost Provision Cost Provision

AR %iT AR % AR # AR ¥

il Category Rmb Rmb Rmb Rmb

JE AR Raw materials 189,787,988.38  36,085,111.80 134,009,248.27  23,244,686.71

1K A 5 %6 i Low value consumables 1,871,712.89 - 2,024,084.85

B A7 T Work in progress 138,832,548.13  33,004,822.26 116,991,423.98  17,610,228.60

A R AR Finished goods 136,254,832.36  19,402,517.91  99,444,731.30 450,127.58

At Total 466,747,081.76  88,492,451.97 352,469,488.40  41,305,042.89
FE o WISRSCP A O 6E R o E There are inventories with not in use and with no realisable value at the
> 2HGIREEYEREESH year end date. A full provision for diminution in value on inventories of

57,088,499.197C ° Rmb 57,088,499.19 has been made.
7 FHEH 7. DEFERRED EXPENSES

MM FRAEm M iE N

1 Jan 2001 Additions Amortization 31 Dec 2001

AE% AR% AR¥ AR

Rl Category Rmb Rmb Rmb Rmb

IR % Heating expenses 963,505.36  1,414,969.84 1,648,109.21 730,365.99

R E Insurance 1,510,823.61 3,311,766.09 3,598,305.43 1,224,284.27

H Al Others 286,611.92 11,816,114.04 11,846,285.40 256,440.56

CE Total 2,760,940.89 16,542,849.97 17,092,700.04 2,211,090.82
® I ¥ % e B il X e w 1 R 2 7l

NEMM
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Notes to the Accounts (Continued)

L BHHKxEEHEAME (HF) V. EXPLANATIONTOITEMSIN THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

8+ REIWHE 8. LONG TERM INVESTMENTS
af
Consolidated
Ll WEER *HEm FHRY RS | REER
1 Jan 2001 31 Dec 2001
Balance Provision Increase Decrease Balance Provision
AER AEH AEH AEH AER AER
iy Category Rmb Rmb Rmb Rmb Rmb Rmb
Fofb R4 & Other equity investments 20,599,565.00 6,014,965.33 41,972.50 799,999.42  19,841,538.08 6,186,964.91
il 4 Investments in
associated companies 7,933,560.99 72,639.15 2,680,554.74 5,325,645.40
JBeHE B % Difference on equity
investment 1,615,321.15 (53,844.04)  (1,561,477.11)
% Investments in debentures 1,469,948.00 309,74100  1,160,207.00
ixi Total 30,003,073.99 6,014,965.33 1,500,709.50 373645112 24,765,913.37 6,186,964.91
BAR
Company
bl FHEm EHRY BEY
1 Jan 2001 31 Dec 2001
Balance Increases Decreases Balance
AEH AR AER AER
L E Category Rmb Rmb Rmb Rmb
Fofb R4 & Other equity investments 10,000,000.00 10,000,000.00
BEbERE Investments in associated companies 4,378,006.25 43,679.15 4,421,685.40
FARRE Investments in subsidiaries 103534065734  9,971,009.23  660,959,935.70  384,351,730.87
ixi Total 1,049,718,66359  10,014,688.38  660,959,935.70  398,773,416.27
162 Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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FINANCIAL STATEMENTS (continued)

EXPLANATION TO ITEMSIN THE CONSOLIDATED

RHKRSE 8. LONG TERM INVESTMENTS
(1) HimEsxs (i)  Other equity investments
BRELA% AHEEE HMEERF BOTMKE (6 2 R
Decreases Provision
Balance Increases Provision for Balance for
Equity interest Consolidated ~ diminution Company diminution
% 2001 in value 2001 in value
AEH AR AR AR
BRERLEE Rmb Rmb Rmb Rmb
M T AR AT Jinzhou City Co-operative Bank 8.61 10,000,000.00 10,000,000.00
R W RAT Bank of Communications 0.84 1,000,000.00
Yo T BB 5 B A" Shenyang Risk & Credit Co., Ltd. 1.60 1,000,000.00  1,000,000.00
b Others 7,841,538.08  5,186,964.91
it Total 19,841,538.08  (6,186,964.91) 10,000,000.00
2 HEAFRZE (i)  Investments in associated companies
aft BOF
Consolidated Company
BN IRE BN LR ¢
2001 2000 2001 2000
ARH N ARH AR
e AT Rmb Rmb Rmb Rmb
i Y& A A Northeast Electrical Hitachi
W ERM Transmission and Transformation
A RA Machinery Co., Ltd. 4,070,23400  4,070,23400  4,070,234.00  4,070,234.00
VA AR Sk BB Lingrong Insulation Material Factory 700,000.00  700,000.00
M A E Jinzhou Jinrong Electrical
HREREAT Equipment Co., Ltd. 1,537,500.00
BMEABHBAUE  Jinzhou Jinrong Reactor
HAREEAT Manufacture Co., Ltd. 175,000.00  175,000.00
B H WA A Cost of Investment 4,94523400  6,482,734.00
FiHE 4 35 M A A1) 18 Share of profits of associated companies 380,411.40  1,450,826.99 351,451.40 307,772.25
fat Total 5,325,645.40 793356099  4,421,685.40  4,378,006.25
T " # & # i # i B t = Bt A A 163
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I BHERTEBHAME (H) V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

8- REIWE (&) 8. LONG TERM INVESTMENTS (continued)
B 0 Tk 7 8 ) 3 7 B R AR Details of the associated companies all of which are established
B WS RWT: and operating in the PRC are as follows:
R ILH %
HEREF iR i) IERE
Percentage of shareholding
held registered capital 2001 2000 Principal activities
ARBTT iR i)
Rmb’ 000 % %
R A B 5 i
Held by the Company:
UBRIEEH L% B
R H A 8,000 49.00 49.00 B R
Northeast Electrical Hitachi Manufacture of
Transmission and transformers and
Transformation Machinery transmission
Co., Ltd. equipment

iR AR e

Held by a subsidiary:
VA 5% BRI 2,200 32.00 32,00 B A8 5% bR}
Lingrong Insulation Manufacture of
Material Factory insulated materials
HM A Bh AR
HREEAH 790 21.00 35.00 REEHH
Jinzhou Jinrong Reactor Manufacture of
Manufacture Co., Ltd. electrical equipment
RE: BARARIZFARSIMNEN B In last year, the percentage holding held in Jinzhou Jinrong Electrical
B WA A R (8B Equipment Manufacture Co., Ltd. was increased to 51.25%. As the impact
51.25%) FY 4 M 8 2 B 25 A B A of this subsidiary to the Group was not significant in last year, the
) R R S S o R I consolidated financial statements of last year did not include this
BAFABRERAAGHiRERE subsidiary but it was accounted for using the equity method of accounting.
AN E B B e o (P D) o As the impact of this subsidiary was considered to be significant to the

Group in 2001, it was consolidated to the Group in this year (Note IV).

Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited



I EitGREERAMRE () V  EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 RHERSE (H) 8. LONG TERM INVESTMENTS (continued)
(3 mmEHREXH (iii)  Difference on equity investment
nheH L EEL £33 4011 £33 1 F ] BxBE
RBELT Original ~ Amortisation ~ Current year  Current year Closing
Invested company amount period amortisation transfer balance
VI8 Y 5 2 4 TR O O LA R A -1,615,321.15 304 years -53,844.04 -1561,477.11
4 BEHELE (iv) Investmentsin debentures
LB EHE%Y  DREERF HHA Ll ]
AE® Original AE#
Closing Annual investment Maturity Closing
balance Interest cost date balance
REEH Type of debenture Rmb % Rmb
BhE% Electricity bonds 350,130.00 10.00 2001 359,871.00
i % Treasury bonds 1,900.00 6.00 2001 1,900.00
5 % Others 808,177.00 10.00 2002 1,108,177.00
At Totd 1,160,207.00 1,469,948.00
(5) BARHFARNRE (v)  Investmentsin subsidiaries
LiEl FHAm FHEY HEH
At beginning At balance
of year Additions Disposals sheet date
RE Item Rmb Rmb Rmb Rmb
7 A Unlisted investments at cost 1,385,883,500.00 2,500,000.00 1,388,383,500.00
HE e 8 s Amount due from subsidiaries 145,227,787.95 511687491  140,10913.04
HEfFi 78l B4 Share of subsidiaries reserves (495,770,630.61) 655,843,060.79  (1,151,613,691.40)
BRTARMMEAAE  Recognition of the increase in
capital surplus of a sibsidiary 7,471,009.23 7,471,009.23
At Tota 1,035,340,657.34 9971,00023 66095998570  384,351,73087
G S SN I - N Note: Recognition of theincreasein capital surplus of a subsidiary
7,471,009.2376 > L« BT Rmb7,471,009.23 included: difference in connected
R 5 7 18.3,699,344.1870C > & transactions Rmb3,699,344.18, income on debt
% H AW 25 3,771,665.057C ° restructuring Rmb3,771,665.05.
R 4 i & & B 3 il b B r f Fit S il

A W R W T (8)
Notes to the Accounts (Continued)
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(4 depreciation
BER B ERRH
BEN R REfM &t
Plant machinery ~ Motor vehicles
Buildings  and equipment and others Total
AR% AR% AE® AE®
HE Item Rmb Rmb Rmb Rmb
ERERR Cost
k)| At 1 January 2001 1,082,083,450.42  644,602,596.78  316,551,799.87 2,043,217,847.07
FHEm Additions 48568,135.36  14,930,632.37 1347460421  76,973371.94
3} 3/ Disposals 777666580  4,602,36955 341291290  15791,948.25
B | At 31 December 2001 1,122,854919.98  654,930,859.60  326,613,491.18 2,104,399,270.76
RiHAE Accumulated depreciation
k)| At 1 January 2001 22325377548 286,950735.15  178,629,147.06  688,833,657.69
3 p ] Charge for the year 2200346268  27,797,085.05  28,048705.36  77,849,253.09
3} 3/ Disposals 527,60048 283833515  1390427.13  4756,362.76
EY At 31 December 2001 244729,637.68  311,909,485.05  205,287,425.29  761,926,548.02
RERE Net book value
EY | At 31 December 2001 878,125282.30  343,021,374.55  121,326,065.89 1,342,472,722.74
k)| At 31 December 2000 858,800,674.94  357,651,861.63  137,922,652.81 1,354,384,189.38
(2 [ E & 2 Wi A 1 4 A % (i)  Provision for diminution in value of fixed assets and its
5 B It increase/decrease
o A5 KA WARY Ji
Opeing Balance Increase Decrease Closing Balance Reasons
ARK AR AR ARK
HE Item Rmb Rmb Rmb Rmb
REREY Buildings 104,618,704.65 104,618,704.65 AR A R
Ry E
Devaluation and idle
A Plant, machinery and equipment 34,111,840.81 34,111,840.81 ik 4
Change in use
TS R A A Motor vehicles and others 15,652,345.64 15,652,345.64 Hi i %
Technology out-date
At Total 154,382,891.10 154,382,891.10
166 Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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EXPLANATIONTO ITEMSIN THE CONSOL IDATED
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FIXED ASSETS AND ACCUMULATED

DEPRECIATION

(i) Increase (decrease) in fixed assets and accumulated
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Notes to the Accounts (Continued)

I EitGREERAMRE () V  EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
9 EEEERZRHTE 9. FIXED ASSETS AND ACCUMULATED
DEPRECIATION
A~ EKARFENERREENY (@  All the Group's buildings are located in the PRC.
PR A 5
B FEKEEVWTEAHMME (b)  Included under buildings are employee quarters with
TAAFABIMEE » HEMHE a net book value of Rmb8,163,223.53 (2000:
#58,163,223.5370 (20004 A & A Rmb22,500,000) which are currently rented to certain
22,500,000.005E) 3 employee members.
C- #IL20014E12A 31H > EE A (c) At 31 December 2001, the net book value of fixed
A\ B % 629,999,548.177t (20004 assets pledged as security for the Group's loans
7K 664,359,151.007%G) M & & & & amounted to Rmb629,999,548.17 (2000:
B AR AR 4 7 SRR Rmh664,359,151).
10- EEBIE 10. CONSTRUCTION IN PROGRESS
(1) FEEITEHM (i)  Breakdown of construction in progress
FHAA
I84H B *42m BERE HEtg D HEXB RERE RHEE
AE® AR® AR® AR® AE® Progress
Transferred to Other Source of
1Jan 2001 Additions fixed assets decrease 31 Dec 2001 of funds  completion
Rmb Rmb Rmb Rmb Rmb %
e 1 O 2 Transformer 50,786,250.55  37,167,042.37 87,953,29292 H &R 67%
Internal
and Bank
o MR EAAL Included: interest 1,886,825.47 1,886,825.47
2% capitalized
AKELE Hydroelectric project 7743071996  17,340350.13  55867,202.19 38,903,867.90 £k 85%
Bank
o MR EAML Included: interest 17,844,018.91 189212625  12,170,88352 7,565,261.64
2% capitalized
o I i 52 High voltage transmission 13,405,710.27 1,971,884.15 1537750442 HEREHK 5%
HHTE equipment project Internal
and Bank
o MR E AL Included: interest 2,474,485.16 1,027,169.57 3,501,654.73
2H capitalized
424 258 Kingdom Hotel 11,316,088.21 2,521,25455 7,966,735.80  4,936,362.38 934,244.58 £k 95%
TR 2% & 25/F Bank
Hof s MBEAL  Included: interest 246,333.33 216,333.33
2% capitalized
E:4) Others 284795720 1117479857  5385877.25 8,636,878.52

Ho: fl BB AL Includegt: interest

&% capitalized
At Total 155,786,726.19 70,175,329.77 69,219,815.24  4,936,362.38  151,805,878.34
o FRE AL Includegt: interest

&% capitalized 22,451,662.87 2,919,295.82 12,170,883.52 1,886,825.47  11,313,249.70

R Eld L] % 1 B il pis JBe i H Fi 2 |
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Notes to the Accounts (Continued)

L BHHKxEEHEAME (HF) V  EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
10 EBIE (4) 10. CONSTRUCTION IN PROGRESS (continued)
RE1: A BB AR b A i 4 1,886,825.47 Note (A): Current period decrease in interest capitalised of

T 7R AR IR Y S BB B 3 ek DA I
A IR OB AR AL A8 (R

Rmb1,886,825.47 represented reimbursement of financial
interest received in respect of interest capitalized in previous

T 26) ° years. (NoteV.26)
RE2 0 20014E 70 A7E R TR AL A B R Note (B): In 2001, interest expenses of approximately Rmb2,919,295.82
A R 2,919,295.8270 (20004 ¢ A (2000: Rmb14,012,264.01) were capitalized as part of
B 14,012,264.017C) » 4 F) R 1 construction in progress at annual rates ranging from 6% to
6%% 9% [ (20004 : 7%%E 9% (2000: 7% to 10%).
10%) °
(2) 72 7% i L 8 4 A B 4 Uk (i)  Provision for diminution in value of construction in progress
5 B 1% UL and its increase/decrease
now FHAm  FHEY LB
Opening Closing
HE Item Balance Increase  Decrease Balance FE  Reasons
b (HAEELTKSE  Other (Jinrong metallic production line) 52,090.04 5200004  RMMERM Idle
At Total 52,090.04 52,090.04
11 EBLEE 11. INTANGIBLE ASSET
R4 Wk AR Skl Bt MAGRE MR EHER
Original Amortization Accumulated Remaining
LGy EN cost 1 Jan 2001 Additions for the year amortization 31 Dec 2001 Life
HE Derived AR K AR AR AR AR AR i
Item from Rmb Rmb Rmb Rmb Rmb Rmb Year
ER.Y: ik #A 169,955,235.00  150,313,406.63 341474131 23,056,569.68 146,898,665.32 455
Land use rights Injection
LYl ] #A 450,000.00 450,000.00 45,000.00 45,000.00 405,000.00 9
Franchise Injection
ait Totd 170,405,235.00  150,313,406.63 450,000.00 345974131 23,101,569.68 147,303,665.32
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

L BHEKRETEBHEEAME () V. EXPLANATIONTOITEMSIN THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

12 REFHER 12. LONG TERM DEFERRED EXPENDITURE
RERER b3 MM £yl ] Rt HEARE FRESER
Remaining
Original 1 January Current Year Accumulated 31 December  amortization
Cost 2001 Additions Amortization Amortisation 2001 period
AER AER AEH AEH AEH AEH E3
RE Item Rmb Rmb Rmb Rmb Rmb Rmb Year
MR AERMEER  Input tax credit 2,436,763.00 1,838,330.57 1,838,330.57 2,436,763.00
MEEA Arrangement, agency
and related fees 13,103,603.49 1,751,868.85 1,751,868.85 13,103,603.49
FREBEEN Leasehold improvement ~ 8,158,788.10 8,158,788.10 1,301,874.32 1,301,874.32 6,856,913.78 6
ait Total 23,699,154.59 3,590,199.42 8,158,788.10 4,892,073.74 16,842,240.81 6,856,913.78

13 »

1998451 5 A/ ] T8 A LR E
Bk (E-L e ) B EE A &
AREHEER » %58 ORM
B £ 0 = 40 Bk PR R o

In May 1998, the Company incurred arrangement, agency and
related fees in respect of certain syndicated loans (Note VII (1)).
This expenditure is being amortized over the term of the syndicated
loans of three years.

HttRHEE 13. OTHER LONG TERM ASSETS
Atk BAH
Consolidated Company
RS EIE RS LIEIE
2001 2000 2001 2000
ARH AR ARY AR
Rmb Rmb Rmb Rmb
REE (T#fG]) L ong term deposit (“Liaoning Trust”) 165,562,000.00 165,562,000.00
JE W T3 3 ) 3 A O A ) Amount due by NET and other related
parties (Note V (5)) 74,000,000.00  161,508,536.80 82,620,899.00  133,256,033.30
At Total 74,000,000.00  327,070,536.80 82,620,899.00  298,818,033.30

AN R (TR > SH &
Lo 1) B AR B A 9 8D A
WERGK I T o

20004124 31H > MEWR AL | K
Fofts BABE A W JE R 5 AR HE
161,508,536.807% » VA Hil4F- Ji ¥ 3 4
SHARFHRER M o 20014 121
31H > MEM TR T | K A B Wk 4 )
Ik B 5 1% 7K 7 96 164,137,246.367C > T
MR > H 20014 B L |
A AR 2 ) B A A Rt (M
Hoe 27) > WGt OB OR B
90,137,246.367% > #f 1% R 1 £ 1% £
% 74,000,000.007C °

I W 4t B

&

3

Long term deposit (Note VIII (1)) and its relevant interests are
reclassified as other account receivable in current assets.

At 31 December 2000, the non-trade amount receivable from NET
and other related companies was Rmb161,508,536.80. No
provision for doubtful debts has been made on this part of balance
in the previous year. At 31 December 2001, the non-trade amount
receivable from NET and other related companies was
Rmb164,137,246.36. In the opinion of the director, due to the fact
that the shareholding in the Company held by NET has been frozen
and auctioned during 2001. (NoteV (27)) . A provision for doubtful
debt of Rmb90,137,246.36 has been made. The amount after the
provision for doubtful debt was Rmb74,000,000.
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Notes to the Accounts (Continued)

I GHERIEFREME () V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
14 ERIE™® 14. SHORT TERM LOANS
(1) EHAE G (i)  Descriptions of short term loans
2001 2000
BN M
R% 3044 5 B A
Original Origina
AR Item currency Rmb currency Rmb
ik Guaranteed 560,963,040.04 671,484,231.71
o s E Included: US$ 19,994,447.00  165486,040.04  19,994447.00  165512,331.40
i Secured against fixed assets 624,890,000.00 536,830,000.00
5 H Unsecured 2,950,000.00
B fixed deposits 87,900,000.00 164,350,000.00
NGt Total 19,994,447.00 1,276703,040.04  19,994447.00 1372,664,231.71

(2)  CLEII R R A A R DL

BREH BEReE ERiE SREeRAE FEHEENRE RiERY
TR B 880,000.00 05445%  WEELHH EH R T & 20024
V0I5 B B £ 500,000.00 RBELEH EH R T & 20024
whif et 47,000.00 RHE &8 ERE T 5 20024
JR 1718 2 B8 R £ I 4L 820,000.00 0.73125%  RHELEH ER R T & 20024
o AT 8 N AT 15,860,000.00 059965%  WHELEH ER R T & 20024
G ) 27,100,000.00 0.63375%  HEHELEH ERH R T & 20024

ait 45,207,000.00

15 B EE 15. BILLSPAYABLE

HI R ¥ B B 200248 4 2] 3
2001 2000 Maturity in 2002
AR AR AR
EAES Type of bills Rmb Rmb Rmb
847 R b, E 52 Bills of exchange 32,650,000.00 51,500,000.00 32,650,000.00

1 70 Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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i -gH8&ETHAME (&) V. EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
16+ EHRK 16. ACCOUNTS PAYABLE
() HR# S (i)  Ageing analysis:
LR By
4] LBl (%) &8 L8 (%)
2000 % 2000 %
AE# AE#
HE Item Rmb Rmb
EEUR Within 1 year 585,452,827.26 78 559,640,338.68 84
124 1-2years 101,453,342.82 13 26,424,714.51 4
234 2-3years 10,417,011.55 1 33,196,432.38 5
KR Over 3 years 60,184,118.65 8  46,612,061.69 7
) Total 757,507,300.28 100  665,873,547.26 100
(2) FEAIRK P AR A A §] 5%0A (i)  No amount due from shareholder with more than 5%
I (& 5%) A i I BB AL 3% shareholding in the Company was included in the accounts
IH o payable.
(3) MR % 308 34 1y O B E A5 MR K (iii)  The reason for no settlement of significant account payables
JE R % B £ BT R A o with over 3 years of age was not yet reconciled with the
suppliers.
17« IR 17. RECEIPTSIN ADVANCE
MEB LURIIE
2001 2000
AE# AE#
HH Item Rmb Rmb
xR Balance at the end of year 247,407,532.43  155,555,557.48
(1) TR 30 o o B 8 14 D P (i)  Included in the receipts in advance were the following
189,925,075.917C » 1 M1 K ¥ amount according to the ageing: within 1 year:
T7% 5 1-24F-23,499,824.715C > 1§ Rmb189,925,075.91 (77% of year end balance); 1to 2 years:
1 K W9% 5 2-34F 6,405,813.31 Rmb23,499,824.71 (9%); 2 to 3 years: Rmb6,405,813.31
IC s A6 B K # 3% s 34 ML I (3%) and over 3 years: Rmh27,576,818.50 (11%).
27,576,818.5070 > 1l #1 A& ¥
11% °
(2) T WO K v g A A 2 T 5% (i) No amount due from shareholder with more than 5%
(4r59%) DA L= JB 45y B % sk B8 or 25k shareholding in the Company was included in the receiptsin
JH o advance.
4 1 ) 5 w B W il i It f ) it N 7
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Notes to the Accounts (Continued)

L BHHKxEEHEAME (HF) V. EXPLANATION TOITEMSIN THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)
18 BHIR 18.

3% 4 IR % 16,325,898 7T 0 B BE A
i1 16,229.00# 7T °

ACCRUED SALARIES

The payable limit of the linkage among wages and effciency was
Rmb163,258,900 and the actual usage was Rmb162,290,000.

19 » FE A% F1 19. DIVIDEND PAYABLE
HEB 119 % J& B
2001 2000 Reason
AR¥ A R #
HH Item Rmb Rmb
JEE A5 Ji A Dividend payable 4,195,243.94 Wik T JBt JBe A1
Dividend for
employee share
RE o BEAT AR BT A R LA N Note: The amount represents accumulated dividend payable to the
RSk Ay B A A o internal staff by the subsidiaries.
20 EXRE 20. TAXESPAYABLE
HE® LERIE
2001 2000
ARE AR
HH Item Rmb Rmb
BB Value added tax refundable (5,106,198.56) (15,873,955.28)
BER Business tax payable 579,465.60 175,457.83
R Consumption tax - =
i 43 Bt Income tax refundable (3,166,443.11) (1,389,583.54)
A B City construction tax refundable (1,555,564.19) (901,652.92)
Ho At Others 4,380,294.53 1,532,312.91
A Total (4,868,445.73) (16,457,421.00)
21 HMEXER 21. SUNDRY PAYABLES
iEY % EE LS
2001 2000 Reason
ARE ARH Computation basis
HH Item Rmb Rmb Basis
HE LM Education additional tax 430,066.94 1,123421.81 TBMHR B ERM 4%
4% on value added
tax and sales tax payable
G R T Estimate adjustmnet fund 3,047,808.37 3,047,808.37 DG A B
Brought forward from
last year
RS Energy fund 4,530,475.62 4,532,425.62 DG A B
Brought forward
from last year
it Total 8,010,350.93 8,703,655.80
1 72 Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

22. OTHER PAYABLES

iR LUROIE
2001 2000
AR# AR#
HH Item Rmb Rmb
LIFS Balance at the end of year 316,278,867.29  247,699,057.79
(1) Al A R K S R 8 14 DA (i) Included in the other payables represent the following
N 148,592,269.2470 > 1 11 K # amount according to the ageing: within 1 year:
47% 5 1-24F 88,980,213.737G » Rmb148,592,269.24 (47% of year end balance); 1 to 2 years:
f5 B K ¥ 28% 3 2-34 Rmb88,980,213.73 (28% of year end balance); 2 to 3 years:
19,969,915.777% » 1l B K # Rmb19,969,915.77 (6% of year end balance); over 3 years:
6% 3 34 ) I 58,736,468.557C > Rmb58,736,468.55 (19% of year end balance).
A0 1 K #19% o
(2) ot 8 A Kk e e AR 4 R 5% (i) No amount due from shareholder with more than 5%
VL b (8 5%0) B4 0 1Bt 3B AL 2k shareholding in the Company was included in the other
B o payables.
(3) MR 308 34T I K Lt B A (iii) The reason for no settlement of significant other payables
RS EAMER with over 3 years of age was not yet reconciled with the
suppliers.
4 BAFREBS (iv) Ageing analysis of the holding company:
iR UROIE
2001 2000
AR# AR#
HH Item Rmb Rmb
LIPS Balance at the end of year 3,614,208.48 1,994,932.12

A 8 A 38 R Wb IR AR DL
1,200,000.007C > 1l 33% ;5 2-34¢
1,105,407.367C > 1fi 31% 3 34 Dk L
1,308,801.127C » i 36% °

U3 Eld

i 2 ® e

Included in the year end balance represent the following amount
according to the ageing: within 1 year: Rmb1,200,000.00 (33%); 2
to 3 years: Rmb1,105,407.36 (31%); and over 3 years:
Rmb1,308,801.12 (36%).
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Notes to the Accounts (Continued)

I GHERIEFREME () V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
23 FiREH 23. ACCRUED EXPENSES
HES 1 %) % J5 B
2001 2000
ARE A R #
HH Item Rmb Rmb Reasons
6% H Interest expenses 3,554,514.16 9,345,163.84 20014 F B
Interest expenses
for 2001
&t B Audit fee 2,000,000.00 1,800,000.00 20014F % 5t &
Audit fee for 2001
H At Others 1,482,795.92 1,047,577.28 20014 8 # %
Electricity expenses
for 2001
CE Total 7,037,310.08  12,192,741.12
24 —ERIBHRPEE 24. CURRENT PORTION OF LONG TERM LOANS
—4F P 21 3 1 1R 39 A1 45 498,258,879.02 The current portion of long term loans amounted to
JC o SRR BLLAEH B R 107% » EE Rmb498,258,879.02. The year end balance was more than the
R4 % 4,0008 FE o6 (T & AR beginning of year balance according to the total bank synidicate
331,064,000.007C ) fy &% B £ 3k (K 5k loan of US$40,000,000.00 (Rmb331,064,000.00) was reclassified
Lo )2HENHE T —ENEH M as due within one year. While only one-third of the amount
RYAME > 20008 ERH =02 — (US$13,333,333.33, equivalent to Rmb110,354,666.64) was
(13,333,333.33% ¢ » i &5 A R ¥ classified as due within one year in 2000.
110,354,666.647% ) 7t A — 4 P B 1 1
RHARE -
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued) s

I GHERIEFREME () V  EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
25 REER 25 LONG TERM LOANS
& RS ] A% (%) fi
Currency 2001 Maturity period Monthly rate  Remark
AR¥
Rmb %
BRIV WN: X i AR 14,500,000.00 124 5.175
Industrial & Commercial Bank of China
AT A B 3 A AR 55,000,000.00 2- 3 5.175
Industrial & Commercial Bank of China
AT A B 3 A AR 45,000,000.00 3- 4 5.175
Industrial & Commercial Bank of China
THkAE AR 23,000,000.00 1- 2% 6.675%
Industrial & Commercial Bank of China
BT/ AR 2,000,000.00 2- 3 6.675%
Industrial & Commercial Bank of China
BT/ AR 9,400,000.00 3- 4 6.675%
Industrial & Commercial Bank of China
BRGY it R AR 5,000,000.00 1- 2% 6.345
Industrial & Commercial Bank of China
K WBRE AR 10,000,000.00 1- 2% 5.175
China Development Bank
KR AR 20,000,000.00 2- 3 5.175
China Development Bank
KB AT AR 30,000,000.00 3- 4 5175
China Development Bank
% B AT AR 80,000,000.00 HED L 5.175
China Development Bank
% B B AT AR 3,308,951.01 RS
China Development Bank Loan interest
M ERTRE L AR 5,000,000.00 1- 2% 6.435
Ditto
HERTHM 7KL AR 17,600,000.00 1- 2% 6.435
Ditto
TATHM A5 A X AT AR 30,600,000.00 1- 2% 6.435
Industrial & Commercial Bankof China
TARMA AL AR 7,000,000.00 2- 3 6.435
Industrial & Commercial Bankof China
At Total 357,408,951.01
R 4 i & & B 3 il b B r Fit 2 il
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Notes to the Accounts (Continued)

i -gn8xETHAME (&) V. EXPLANATION TOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
25 REIER (H) 25 LONG TERM LOANS (continued)
(1) EUERAREEER - BRE (1) Details of the long term loans with reference to the nature
B 43 B B 7 and repayment terms are as follows:
ait 125 23% 4% 4ENL
Total 1-2years 2-3years 3-4years  Over 4years
AR® AR® AR® AE® AE®
31 Nature Rmb Rmb Rmb Rmb Rmb
i Guaranteed 3210000000 10070000000  77,00000000  84400000.00  80,000,000.000
it Mortgaged 1200000000 500000000  7,000,00000
#it Tota 35410000000 10570000000 8400000000 8440000000 80,000,000
(2 RHIME D AR KR ERT (2) Interest payables of Rmb3,308,951.01 to China
RHMERANEANRKE : Development Bank was included in the long term |oans.
3,308,951.017C °
26 BIREMGR 26. SPECIFIC PAYABLES
RIK & LERIE
2001 2000
HHE Item Rmb Rmb
9545 Bk Bt e il B 95 Technology improvement interest
reimbursement 21,880,487.85 -
SHMHEERMR  Three items of Technology fund 1,501,071.80 -
GE Total 23,381,559.65 -
AR, /A e /N 7 A L 2= S Note: During 2001, Shenyang Transformers Ltd., one of the subsidiaries
224 Al 1 200147 W 2] 1 £ S 0F 5 4 of the Company received an interest subsidy from a government
I BB 8. 27,310,000.0006 » Ik 4 B fund of Rmb27,310,000. The interest subsidy was specifically
T B A S A A g R 4 R % granted to set off interest incurred in respect of a super high
(95Bi %) TREHESKWHE > & pressure transformer project (952 ). During the year, interest
O fF 958 W B & AR subsidy utilised amounting to Rmb5,429,512.15. At the year end,
5,429,512.1575C > 4 K % # & the unused balance of the interest subsidy was Rmb21,880,487.85.
21,880,487.857C °
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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I BHERTEBHAME (B) V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
27 BE (EWEF) 27. SHARE CAPITAL

AR 23 ) JBe A 43 2 T B A Y A PR TG The share capital of the Company is divided into the following

AR LG E R classes of ordinary shares with par value of Rmb1 each:
HaH FHERERH HRH
M ovement
2000 during the year 2001
AR#T AR#T AR#T
5H Item Rmb Rmb Rmb

A b7 9 A M A Non-listed Domestic shares

FRH B State shares 450,520,000.00 (70,000,000.00) 380,520,000.00
8-S IN L Legal person shares 21,300,000.00 70,000,000.00 91,300,000.00
K EWRER G A Sub-total 471,820,000.00 471,820,000.00

o b I A R Listed shares

NGB Domestic Rmb ordinary

shares 143,600,000.00 143,600,000.00
BEAh b W 4h B Oversess listed foreign

investment shares 257,950,000.00 257,950,000.00

ChifE s At Sub-total 401,550,000.00 401,550,000.00

B A 48 8 Total number of shares 873,370,000.00 873,370,000.00

(1) CEWEEARYEERER (@  Listed Domestic Rmb ordinary shares represent shares listed
T2 YR 5 22 5 B bl i i on the Shenzhen Stock Exchange. On 26 January 1999,
oo Hor: ¥ 19094E 1H 26H - 113,600,000 employee shares were eventually listed on the
113,600,000.00/% 5% X Bk T it 7% Shenzhen Stock Exchange for open circulation.
WY 5 EiwaE -

(2 A R AE TH] B R 8 7 (b)  Overseas listed foreign investment ‘H’ shares represent
HHH SR A MARAF B share listed on the Stock Exchange of Hong Kong Limited.
5 o

(3 AN B K H]BAES T (¢)  All the Domestic and ‘H’ shares rank pari passu in all
A [ EHER respects.

(4) BBRARIWEBRMEEDLN (b)  NET holds 450,520,000 state-owned legal person shares.

Al ([HALTE ]) #5 % 45,0528 i
B A B A\ B > 20014F K # ik A
R e H OB A L

i . % e

3

The movement of the share capital during the year and up to
the date of approval of this report are as follows:

i H Fit /N Al

B
=
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Notes to the Accounts (Continued)

I EntHREERAME (4)

27 K& (H)

A.

20014-3H J 6 B #% 5 #E 7 4%
H B 7 R 2 i A R i R AN
B ¥ 52 B 4% 36 4 27,0008 it 5

] [ 5 B % SR AT TR R 43 47 4%
MERE » [RILE]F A 1 H
A ¥\ B 26,6528 B # ¥k 15 i
BN R BE R4S > R 20024F:2
H25HMHE » BB EER
B 2 ] D14 1 0.1370 i 74 23,000
H A A o A AR 4 A
26.34% > if i 20024 3H 5H 58
BB P > BARAFE—HK
JB 3R 3

WA ERER > [HRILE]
F A A 7] A 11,4009 Bt 0 3
O 2 F B4 o A BB
13.05% > AR A EHE—K
JREH

28 RELW

SEA AR A UV RS S AR 23 Y e
R HAF R

V. EXPLANATIONTOITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

27. SHARE CAPITAL (continued)

(A) Due to the failure in making repayment to the syndicate,
70,000,000 shares were frozen and auctioned by the J#F i
4 A BBt in March and June 2001.

(B) Due to the formally repayment requested the Company to
repay the loan by China Development Bank, 266,520,000
state-owned legal person shares held by NET was frozen
and auctioned on 25 February 2002. Shenyang Shengang
Industrial Company Limited bought 230,000,000 shares at
Rmb0.13 each representing 26.34% of the issued capital of
the Company and then became the single largest shareholder
of the Company as at 5 March 2002.

(C) Upto the date of approval of this financial statements, NET
still holds 114,000,000 shares representing 13.05% of the
Company’s issued capital. It is no longer and ceased to be
the largest shareholder of the Company.

28. CAPITAL SURPLUS

Capital surplus which can only be used to increase the Company’s
share capital comprises:

o] FHEm *HED HEH
2000 Addition Decrease 2001
AR# AR# AR# AR%
HH [tem Rmb Rmb Rmb Rmb
Jit A< Share premium-net of
listing expenses 115,547,484.00 - - 115,547,484.00
LB Difference on related
parties transactions 7,609,544.18 - 7,609,544.18
HAb B AR AR Other capital reserve 487,846,237.00 3,771,665.05 - 491617,902.05
At Total 603,393,721.00 11,381,209.23 - 614,774,930.23
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)
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EXPLANATION TO ITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

BXO®| (H) 28. CAPITAL SURPLUS (continued)
wE1: H Al ¥ A 2 5% b 487,846,237.0070 Note 1: The capital surplus represents Rmb487,846,237.00 surplus
F 19044F- 45 B T AL b7 R AR Y arising on original restructuring of the Group in 1994 and surplus
A AR 5 3,771,665.0570 % 20014 of Rmb3,771,665.05 arising from debt restructuring in 2001.
1 5 AL A RS -
gE2: B R& 5 2% 15 7,609,544.1870 % i Note 2: Difference on related parties transaction of Rmb7,609,544.18
B4 AR+ — B 4 R AR ] i) A B can be classified as two parts: One part was the difference of
Ti ST o B IR EAE AR Rmb3,699,344.18 on the 120% mark up on the book value of the
120000 32 85 £ e A B2 © 7wl goods and the original recognised income on the sales of goods
A\ 25 $13,699,344.187C 5 — i & to related parties. The other part represents recognition of interest
A 2 ) R R K W ) A income from related companies at Rmb 3,910,200.00 which was
B 0 — B BT 1 N R SR determined at the term similiar to one year bank deposit rate.
i ¥ 4 46 % W A 3,910,200.00
S
o AN 29. ACCUMULATED FUND
EZERR EE e
LR L8R LHEE
Statutory Statutory  Discretionary
common reserve providend fund  common reserve Total
AR¥ ARE ARE AR¥
HE Item Rmb Rmb Rmb Rmb
LRIEY Balance at 1 January 2001 47,285,435.14 31,807,70400  28,284687.96  107,377,827.10
A Transferred for the year 806,198.20 403,099.10 - 1,209,297.30
PR Balance at 31 December 2001 48,091,633.34 32,210,803.10 28,284,687.96  108,587,124.40

T2 ) 43 i 20014F FE 3 A 4R U 8
B AR RAGE « RERE  BHEG
B R A TR AT L8R A B 4 (20004F -
RRMEZEGBARS) -

4

0 2 % e

Transfer of net profit from statutory common reserve and statutory
provident fund in subsidiaries during the year. No transfer of profit
to discretionary common reserve have been proposed by the
directors for the year ended 31 December 2001 (2000: nil).

i fil i H Fit /N Al
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Notes to the Accounts (Continued)

i EHEREEREME H) Vv

30 kAEFHE

EXPLANATIONTO ITEMSIN THE CONSOL IDATED

FINANCIAL STATEMENTS (continued)

30. UNAPPROPRIATED PROFIT

At 1o/
20005 20005
Consolidated Company
AR AR
1A Item Rmb Rmb
LERIE At beginning of year (78,149,960.00) (76,902,265.42)
W A A Profit for the year (363,597,324.39) (363,597,324.39)
£ e R 4 Housing fund (16,782,122.03) (61,497,434.07)
W s #10% $RE Transfer to statutory
BERBAES provident fund (5%) 48,853.15 -
% 5% R P E Transfer to statutory
YNE R common reserve (10%) - -
B AR At end of year (458,578,259.57) (501,997,023.88)
&t B4H
20014 20014
Consolidated Company
AR AR
1A Item Rmb Rmb
B9 % At beginning of year (458,578,259.57) (501,997,023.88)
W A A Profit for the year (803,806,718.12) (803,806,718.12)
5 ) 4 Housing fund - -
W s #10% R Transfer to statutory
BERBAESE provident fund (5%) 806,198.20 -
# 5% R E Transfer to statutory
N common reserve (10%) 403,099.10
B AR At end of year (1,263,594,274.99)  (1,305,803,742.00)
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

FINANCIAL STATEMENTS (continued)

EXPLANATION TO ITEMSIN THE CONSOLIDATED

FEEBERA 31. SALESREVENUE
(1) #HEEMHEBA : (i)  Salesrevenue
20015 E 20004F &
2001 2000
AR® AR
JHH Items Rmb Rmb
BIEREERE R Transformers 557,509,824.63  700,365,130.68
155 JEE B High-voltage breakers 465,592,465.60  403,768,252.91
KA Current transformers (1TU) 61,974,921.91 48,687,781.60
BHERHR Power capacitors 133,914,510.19  118,767,710.61
E RS Enclosed busbars 17,540,127.65 23,021,776.08
BRER Catering 39,186,682.78 19,935,331.90
3 At Others 6,223,158.51 5,502,207.60
Bk Total 1,281,941,691.27 1,320,048,191.38
(2 HWSHEFHEMALES (i) Sales revenue from the five largest customers totalled
198,478,888.5670 > fli /A 7 & ¥ Rmb198,478,888.56 accounting for 15.48% of total sales
8 e A 1 Be ) % 15.48% o revenue for the year.
FEEXEBRE 32. COST OF SALES
F 8 EH WA Cost of sales
20015 E 20004 &
2001 2000
AR® AR
EH Items Rmb Rmb
55 IR 4% T 5 7 b Transformers 485,266,244.41  557,674,815.23
155 TR B I High-voltage breakers 414,852,400.72  411,711,125.44
HES Current transformers (ITU) 57,468,158.16 50,896,215.63
BHERS Power capacitors 84,341,119.29 88,183,113.84
3 PA B 4 Enclosed busbars 18,174,373.51 21,699,110.21
BRE G Catering 35,531,535.25 14,200,321.42
H Al Others 2,733,250.03 120,927.35
A Total 1,098,367,081.37  1,144,485,629.12
E(a iy CH e i1 il bt s 1y A FR U ¥
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Notes to the Accounts (Continued)

i EHEREEREME H) Vv

EXPLANATIONTO ITEMSIN THE CONSOL IDATED
FINANCIAL STATEMENTS (continued)

3B FEELERERMM

33. SALESTAX

A 2001E

Calculation basis 2001

AR®

HH Items % Rmb
2 A City construction tax 7% 2,325,133.49
ZE &M Education additional tax 4% 1,363,405.21
BER Business tax 5% - 20% 3,176,606.08
fal Total 6,865,144.78

20004 B¢ 325 SE B B 4 S 7 Wi I 5 st

7 8,126,470.397C °

The tax and surcharge for the year 2000 was Rmb8,126,470.39 .

4 R EHKHE 34. OTHER OPERATING INCOME
20016 E 20004 &
2001 2000
AR# AR #
HE Items Rmb Rmb
B T AR Profit on sale of raw materials 2,119,377.60 808,030.47
Bl vl Technical consultancy income 14,332,854.09 11,679,439.69
fal Total 16,452,231.69 12,487,470.16
3B BHEEHR 35. FINANCIAL EXPENSES
20015 E 20004 &
2001 2000
AR# AR #
HE Items Rmb Rmb
A8 3 Interest expenses 136,151,463.51  132,156,450.36
W WA Less: Interest income 14,878,584.97 36,039,279.80
FIEWAKA : Interest income from:
B|ATH Banks 14,023,584.97 22,792,876.40
— XA A T A related party 855,000.00 13,246,403.40
[ 56 45 2% Exchange loss 164,499.75 138,168.51
s B R Exchange gain 28,523.65 280,485.32
3 At Others 2,886,024.28 6,032,945.72
A5 Total 124,294,878.92  102,007,799.47
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

L BHEKRETEBHEEAME () V. EXPLANATION TO ITEMSIN THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
b BEWE 36. INVESTMENT INCOME/(LOSS)
&6t
Consolidated
20015 E 20004F &
2001 2000
AR AR
HE Items Rmb Rmb
AR 4 55 T
43 T2 1 7 Distributable profit 203,926.25
HERYEBABRE Movement on the shares
BN RE 25 4L on associated companies 247,659.15 4,241,561.07
T HE B 2 A Y Amortisation on the difference
on share investment 53,844.04
RMZEWMMEEMHE  Impairment loss on long term investment (172,000.00) -
i %A B KA Interest on debentures (2,913.50)
3 fib e 25 Other income (1,642,803.93)
A Total 333,429.44 2,595,843.64
B AT
Company
2001 E 20004 Ji§
2001 2000
AR AR
HA Items Rmb Rmb
FEAN % AR # & W28 Share of associated companies’ profit 43,679.15 309,653.85
FEAG 7 23 v 8 & e Share of subsidiaries’ profit (655,843,060.79)  (356,300,888.10)
&t Total (655,799,381.64)  (355,991,234.25)
37 #WAIA 37. SUBSIDY INCOME
2001 E 20004 Ji§
2001 2000
AR¥ A R
HA Items Rmb Rmb
BBk Tax refund 3,730,000.00
Fh o WEBBRBLUA o Note: Value added tax refunds
R’ B4 iy s H e ik iill bt B 1y f 58 S 7]

183
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EXPLANATIONTO ITEMSIN THE CONSOL IDATED
FINANCIAL STATEMENTS (continued)

38. NON-OPERATING INCOME

2001 E 20004 &

2001 2000

AR AR

HE Items Rmb Rmb
Sk BB EEES  Penaty, income from fixed assets disposal 1,142,216.28 1,833,314.43

39 BEIHTH

39. NON-OPERATING EXPENSES

20014E & 20004 &

2001 2000

AR A R¥

EH Items Rmb Rmb
Il & & 2 K AE Impairment loss on fixed assets

AR U and construction in progress 154,434,981.14 -

3 At Others 6,705,138.76 1,588,428.53

A5 Total 161,140,119.90 1,588,428.53

B0 ARG AR 2 A4 W SR B
% 75 Il {1 4 5 154,382,891.1075 (
FETL @ ) o w4 AR R M

52,090.047¢ (Fff 5k 7 o 10) ©

Note: The increases in this year represent the provision of impairment
loss for fixed assets of Rmb154,382,891.10 (Note V(9))and for
the construction in progress of Rmb52,090.04 (Note V(10)).

40+ FRBER 40. INCOME TAX
2001 K 20004 i
2001 2000
ARH AR
1A Items Rmb Rmb
w42 Pt 43 it Tax payable 346,555.80 3,367,055.78
EIREY TR Tax refund (2,153,118.66) (3,064,973.47)
&t Total (1,806,562.86) 302,082.31

AR A R B R A AR B L N Y

G- L EIR T N

Northeast Electrical Transmission

&

The tax refund represents actual amount received by its
subsidiaries in the economic development zone.

Transformation Machinery Manufacturing Company Limited
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XM EMEEEETHERORA
& : 159,666,103.71Tc * T EEHE
HER EBEXBRAXAMRS -

KIAMMEREIDFERORE
5786384947 ' BEFEHMAS
HEEZRMNREERTREE
LEEMREER -

ABTREREXS

FHEEFRESRBS

il 3¢ ) A 2 ) 19 R i 5 % A 4 1
A7 (THALTE ) R —F A B Rk Y
A 3 o PR R A -
VAT 4R B — 80 AR ) 4 A SO ]
S 3 B 0 A VAT AE B o LA B DB
Sy AR TR L8 DL ORI 5 ) s 43 B e 3
o [ORL 76 | B8 3 00 i K 2 A
E

TF 1£ 422 50 A £ 09 R Bk 05 e E 1 3R
FRASL

41.

42.

VI.

1)

2

A W R W T (8)
Notes to the Accounts (Continued)

EXPLANATION TO ITEMSIN THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

The cash paid in respect of operating activities of
Rmb159,666,103.71 was mainly paid for selling,

general and administrative expenses.

The cash received from other investing activities of
Rmb786,384.94 was the opening cash balances of
Jinzhou Jinrong Electrical Equipment Company

Limited.

RELATED PARTIES AND
TRANSACTIONS

Related party with controlling relationship

Northeast Electrical Transmission and Transformation Equipment
Group Corporation (“NET") could exercise control over the

Company. NET is a state-owned enterprise established in the PRC.

The legal representative of NET is i £ 2. Consistent with prior
years, the Company continued to transact with NET and certain of
other related companies. Other related companies refer to
corporations in which NET is a substantial shareholder or is able

to exercise significant influence.

Related party with controlling relationship - registered
capital and its changes

RELATED

L)L FEENY FERIR LEY |

Opening balance Closing Increase Decrease balance

AE® AE® AE® AE®

LRER Name of enter prise Rmb Rmb Rmb Rmb
RBZERMEMAT Northeast Electrical Transmission and

Transformation Equipment Group
Corporation 1,320,000,000.00 1,320,000,000.00
£l L] £ & # s il b JBe i H 13 2 ]

185
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Notes to the Accounts (Continued)

N RARTRERRERS () VI. RELATED PARTIES AND RELATED
TRANSACTIONS (continued)
3 FERNRENRBARBERMA (3) Related party with controlling relationship -change
g4 of shareholding
Ll FEAMB FERIB LR
Opening balance Increase Decrease Closing balance
&8 % 1] % & % &f %
AE® AE® AE® AE®
o £ Name of enterprise Rmb Rmb Rmb Rmb
R GZERMEMAA Northeast Electrical Transmission and
Transformation Equipment Group
Corporation 450,520,000.00 51.58 7000000000  8.02 380,520,00000  43.56

TRl gy 5 % A 4 T R R AR A E
TE 7R 4R 9 A #17,000%5 B (BiF 3T o

The number of shares of the Company owned by NET was reduced

by 70,000,000 shares (Note V(27)).

27) ©
4y AEERHREDRES (4) Related party without controlling relationship
Name of enterprise Relationship with our enterprise Remarks
o £:4 HBELROME il &£
SR A o 422 A R A A AT 2 P I BB R R 3 B -
NET Sales Co. The Company’s major shareholder is its holding company
SR A o A2 R T A AN T 24 T BB R A AR A -
NET Import and Export Co. The Company’s major shareholder is its holding company
A i 4 R 4 T B A AN T 4 T BB R A R A -
NET Finance Co. The Company’s major shareholder is its holding company
SR A i 4 A P A AR ) 22 4 T e R A L BE A -
NET Xiamen Co. The Company’s major shareholder is its holding company
SR i A R R A DA AN T 4 T BB R A AR A ] -
NET Equipment Co. The Company’s major shareholder is its holding company
Wb B R RN AN T 24 T BB R A LR A R -
The Company’s major shareholder is its holding company
4 JIE 76 % AR AT 2 P I BB R R e B -
Fushun Porcelain Factory The Company’s major shareholder is its holding company
FHACE ) B A A R AR T 24 T BB R A LR A W] -
The Company’s major shareholder is its holding company
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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A W R W T (8)
Notes to the Accounts (Continued)

VI. RELATED PARTIES AND
TRANSACTIONS (continued)

RELATED

(5) Related party transactions

The following significant related party transactions were carried
out during the year. The non-executive directors of the Company
have confirmed that these transactions were carried out on normal
commercial terms arranged in the ordinary course of the

Company’s business.

2001 E 20004
2001 2000
AR AR ¥
|\H Item Rmb Rmb
865 2 B ¢ Sales of finished goods:
HAL 0 A ] NET Import and Export Co. 32,367,521.37 16,363,247.86
RALEHE A A NET Sales Co. 4,075,418.80 5,822,818.81
WAL EE M AH NET Xiamen Co. 367,521.37 (170,940.17)
3 Al Others -
At Sub-total 36,810,461.54 22,015,126.50
IZ5 - YEIES Rental and property payment:
AL i 5 W A W) AL i 5 o A ) 415,255.20
A i 5 2 A 0 A IR A i 5 2 A 0 A 902,572.04
At Sub-total 1,317,827.24
Jilt 5 R % Purchase of raw material and spare parts:
31 JIE 75 %5 Bk Fushun Porcelain Factory 22,380,755.98 18,299,017.63
b 6 5 TR A
EEHOAT NET Equipment Co. 28,231,851.91 760,254.99
R EEERRARAA NET Industrial Development Co. 1,231,522.58 6,152,051.50
B0 4 VR 22 A AR 1L 4 I 22 4% R 4,380,769.03 6,359,257.33
HRALE AR E N AN 7R ) A R 1,027,971.79 1,628,465.81
At Sub-total 57,252,871.29 33,199,047.26
RO E B 5B 5% Settlement of staff loans on behalf of NET (414,082.94)
R B #At Benefits for retirees
BAKAN B A # incurred on behalf of NET 988,821.00 5,907,610.72
Te) — 5% [ Wi 2 ] 3 AL 4 Rental paid to a related party 300,000.00
AT RALE B THEER Service fees for use of employee quarters
At % e % and other facilities due to NET 1,036,496.00 1,754,471.91
/ANt Sub-total 2,025,317.00 7,547,999.69
E(a i & H B ik il bt s 1y A FR 2 )




7 W R WS (8)
Notes to the Accounts (Continued)

N ABRAFRERERS (H) VI. RELATED PARTIES AND RELATED
TRANSACTIONS (conti nued)
6 MAROFRRRERH (6) Balance with related parties
Consolidated Company
& BAF
20015 20004 20018 20004 J§
2001 2000 2001 2000
ARH AR # AEH N
HH Rmb Rmb Rmb Rmb
JEW TR ] Due from NET 65,828,175.54 73,081,432.18 58,706,022.83 58,706,022.83
OB W A 0 A Due from other related parties  184,433,371.84 159,082,103.667 79,603,779.39 74,550,010.47
B F Al B 5 A Due to other related parties 12,663,760.42 14,821,970.02
HIE WA Net amount receivable 237,597,786.96 217,341,565.82 138,309,802.22 133,256,033.30
FRELEALE Net amount receivable comprises:
¥ AR Trade accounts due from:
RIEEHEAH NET Sales Co. 16,793,977.81 21,428,068.28
HALERE 04 NET Import & Export Co. 57,151,207.05 28,527,694.50
Al Others 12,179,116.16 20,699,236.26
45 76 JE IR e Included under accounts
receivable 86,124,301.02 70,654,999.04
BRI Trade accounts due to:
1 B 5 Fushun Porcelin Factory 7,506,942.60 5,012,890.60
RIEBEL AAH NET Import & Export Co. 118,830.00 7,800,000.00
Al Others 5,037,987.82 2,009,079.42
10,45 7 B Wk Included under
accounts payable 12,663,760.42 14,821,970.02
FH 5 ERER: Non-trade accounts due from:
[HAE NET 65,828,175.54 73,081,432.18 58,706,022.83 58,706,022.83
(AL ] B A NET Finance Co.
—F - Deposits placed 83,330,521.95 78,318,615.12 64,477,230.52 64,383,520.97
— WA B - Interest receivable 14,930,309.37 10,060,250.00 14,930,309.37 9,970,250.00
98,260,831.32 88,378,865.12 79,407,539.89 74,353,770.97
Al Others 48,239.50 48,239.50 196,239.50 196,239.50
AREALEESEES  Included under other
long term asserts 164,137,246.36 161,508,536.80 138,309,802.22 133,256,033.30
WA Net amount receivable 237,597,786.96 217,341,565.82  138,309,802.22 133,256,033.30
Northeast Electrical Transmission & Transformation Machinery Manufacturing Company Limited
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13.05%) - 3 H B¢ B 2 & 3
W4 (B 2L T e 27) > HARLE
BEHIRIEHBERIE S
WISt R > Hop
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HRE IR % 45 10,996,545.287C » JE
¥ 5 1 5 7K 164,137,246.367C »
H1 4 39 R ¥ 45 90,137,246.367C °
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Notes to the Accounts (Continued)

RELATED

PARTIES AND RELATED

TRANSACTIONS (continued)

Balance with related parties

(i)

(i)

(iii)

In respect of the balances due from NET and other related
companies to the Company, NET had partially settled these
indebtedness due to the Company by a transfer of its entire
equity interest in Kingdom Hotel Shenyang at a
consideration of Rmb344,843,000 during the year 2000.

The debt settlement agreement entered into by the Company
and NET in 2000 (this agreement is still valid) is processing,
the directors will adopt effective procedures to ensure that
the settlement agreement would continue to implement.

The directors are of the opinion that NET’s equity interest
in the Company was reduced to 114,000,000 shares as of the
end of February 2002 (representing 13.05% of the total share
capital). In addition, its shareholding are all frozen (Note
V(27)). Accordingly, provision for non-recovery has been
made against the amounts due from NET and other related
companies for both trade and non-trade receivables. For
trade receivables of Rmb73,460,540.60, a provision of
Rmb10,996,545.28 has been made. For non-trade
receivables of Rmb164,137,246.36, a provision of
Rmb90,137,246.36 has been made.

i H Fit /N Al
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- Notesto the Accounts (Continued)

t. 8FER

1+ FR400EETHMERMEI (1) Detailsof thelitigation in respect of the US$40,000,000
BER - syndicated bank loan:

VII. CONTINGENT LIABILITIES

S £ 3K AR 44,0008 K TTH AR W T The principal of US$40,000,000 syndicated bank loans is listed

below:
E g AR® HHA
Exchange Maturity
fERmE Syndicate Uss rate Rmb date
i SR A Bank of China 10,000,000.00 8.2766 82,766,000.00 2001
BR B4 The Sumitomo Bank 9,000,000.00 8.2766 74,489,400.00 2001
HFlheEE
2 A R CCIC Finance Limited 5,000,000.00 8.2766 41,383,000.00 2001
H o R AT Bank of East Asia 5,000,000.00 8.2766 41,383,000.00 2001
Wi R A AT West Deutsche Bank 5,000,000.00 8.2766 41,383,000.00 2001
g g R R AT Development Bank of Singapore 3,000,000.00 8.2766 24,829,800.00 2001
LR AR Shanghai International
HRAF Finance Company 3,000,000.00 8.2766 24,829,800.00 2001
ETA KA 40,000,000.00 331,064,000.00

¥ J6 1% 3 71 A B ¥ 331,064,000.0070
(20004 : A R 331,124,000.0050) &
— M90S H U Z HE R H
I SR Bk N (DA TR (SR ) BAs
i % 3k 35 5t 40,000,000.0055 7 » % &
SR kA B A A S 4 o HE
H120,000,000.003% 7 A& fIE HiK 41 iy > 42
Al ® B LIBORM 1.475% 3 %
20,000,000.003% 7 Hi 2% % {5 56 4% & 4
A (A R4S ) BAR - FEA R MmE
ST M £ R A 2 ([LIBOR) n1.275
% > % A7k R A B 14,837,543.19
JC °

[ 15 | R 5 AE P B 5 N sk At i — K 48
EHFBRIT LR - 20014110 B
2o N RERAT AT RO MO A
A F (4 A A s N EE T ) A (4
B ) » HARZ HEE
1R —Y) 4 i S W5 B W AT 5T
AATEHEEMARRERERE]
2,000%5 3% 70 1 #H 0 G RE R 09 > AH IV
HIMEEAEST o ZETEREER
(515 | 3 6% B0 B SR 4R AL 45 O vy L1
A G B 3K R 2 U1 R B0 A RE B AR
B o

Northeast Electrical Transmission &

US$ bank loans of Rmb331,064,000 (2000: Rmb331,124,000)
represent loans of US$40,000,000 borrowed from the syndicate of
banks (the “syndicate”) in May 1998. These loans were borrowed
in two equal tranches. US$20,000,000 of which is unsecured and
bears interest at London Inter-bank Offer Rate (“LIBOR”) plus
1.475%. Another US$20,000,000.00 of which is guaranteed by
Liaoning Trust and Investment Corporation (“Liaoning Trust”) and
bears interest at LIBOR plus 1.275% per annum. The accumulated
interests of this deposit is Rmb14,837,543.19.

Liaoning Trust was originally athird party non-financial institution
registered in the PRC. In November 2001, further to the approval of
the People’s Bank of China, Liaoning Trust's {4 il # # : A\ #F 7]
) and (4 miiHE 2 255 78D werewithdrawn. Its entire financial
activities have also been suspended with effect from the date of notice
for aliquidation process. The Company has since registered with this
liquidation division its deposits of US$20,000,000 previously placed
with Liaoning Trust and provided the relevant proof of debt. The
related liquidation is still in progress. The amount due was originally
long term deposit placed in Liaoning Trust as a condition for Liaoning
Trust granting a guarantee to the syndicate for the syndicated bank
loan, which could not be withdrawn until the syndicated bank loan
was fully repaid.

Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

VII. CONTINGENT LIABILITIES (continued)

(1)

i

Details of thelitigation in respect of the US$40,000,000
syndicated bank loan: (continued)

The principal sum of the syndicated loans is to be repaid in three
equal successive annual instalments. The first instalment is due
thirty-six months after 5 May 1998. Interest on the loans is
repayable on a half yearly basis. The first instalment of the loan
repayment was due in May 2001. The second instalment of the
loan repayment was supposed to be due in May 2002.

Principally as a result of the consecutive losses incurred by the
Group during 1999, 2000 and 2001, the Company had breached
certain financial covenants given to the syndicate in connection
with these loans. Accordingly, the syndicate led by CCIC Finance
Limited has through the High Court of Hong Kong issued a writ of
summons against the Company for an immediate full repayment of
the syndicated bank loan. This case was heard by the High Court
of Hong Kong on 24 October 2001 and a summary judgement was
entered in favour of the syndicate against the Company. The
Company was required to repay the syndicated bank loan in full
together with the interest and to bear the litigation expenses.

A winding-up petition has been presented against the Company to
the High Court of Hong Kong on 27 December 2001. On 25 March
2002, the syndicate’s lawyer has applied to the High Court of
Hong Kong for the adjournment of the hearing. The High Court of
Hong Kong agreed to defer the hearing to 29 April 2002. On 4
April 2002, the Company received another writ from the High
Court of Liaoning Province (the “Court”) regarding the litigation
initiated by the syndicate in respect of the Company’s overdue
loan balance. The syndicate’s lawyer has also applied to the Court
on 2 April 2002 for the postponement of the hearing of this case
and to determine the next hearing after two months, so that both
parties can negotiate the debt repayment agreement during this
intervening period. The directors would try to fulfill the repayment
obligation so as to mitigate the effect of the wind-up petition on
the daily operations and share transactions of the Company.
Therefore, during the year the full amount of the syndicated bank
loan of US$40,000,000.00 has been reclassified from long term
loans to current portion of long term liabilities in the financial
statements.
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=+ | Notesto the Accounts (Continued)

t BEEE (4) VII. CONTINGENT LIABILITIES (continued)

2. BHMBEARMUEHEBREEHRYN (2 The Company hasthe following contingent liabilities

BBEAR-

(1) 199846 Ak T B v B K 4R
A7 5 T A% 1 43,0008 7o £ 5k &
[ > {5 sk PR 108 B 5 A4 7]
H R B ON M R 3 DR R B
£ o 20014 127 " B e K SR AT
O TR AL E | AR At R
A 42,6408 ¢ KM EF] B > 8
IEARRAE U H o 3 B IE R R
W R — K BH E I [ R
E o

(2)  19994%:4H [WALBIZF A Ak
W B A PR 35 48 4 ) B o B 6
7 V0B 43 47 #5350 4% 1 %6 2,000
TEXEH » KAFR KRB
3 R 3 A AR B AL o 20014F7
H b B SR AT VR B 4 4T B R FF TG
W 5 A5 PR AR A A AR A )
6 8 5 2% > 200145 7H 2H I
B N RSB R EWT ¢
B35V I o A1 R A 4 AR
20004E 8 H 29H #8 (2000)%k £8 41
FHAP RN HHELT
WERF  WEHRHEEN
€ o BRI 4 v 1 SR AT T B 4
FTHRBTR o

(3) 20014 12H 31H » AA A
FOow R RS R AR
304,520,000.007% (20004 : A R
¥ 216,007,231.7178) °

Northeast Electrical Transmission &

asaresult of the guarantees of liabilities provided for
other entities:

(i)  The Company acted as the guarantor for a 10 month loan
amounting to Rmb30,000,000 which was entered into by
NET and the China Everbright Bank in June 1998. The
Company is jointly and severally liable for this loan. In
December 2001, the China Everbright Bank commenced
litigation against the Company and NET for the repayment
of loan principal of Rmb26,400,000 and the related interest.
Up to the date of approval of these financial statements, the
litigation is still in progress and the date of the next hearing
has not been confirmed yet.

@ii)  InApril 1999, Shenyang Cable Company Ltd., a subsidiary
of NET, entered into a bank loan agreement amounting to
Rmb20,000,000 with the Bank of China, Shenyang Branch,
in respect of which the Company acted as the guarantor and
is jointly and severally liable. In July 2001, the Bank of
China, Shenyang Branch commenced litigation against the
Company and Shenyang Cable Company Ltd. for the
repayment of the loan. On 2 July 2001, the Intermediate
People’s Court in Shenyang’s decision was as follows:
following the Noitce of (2000) (i &% 4] 52 422%%) made on
29 August 2000, Shenyang Cable Company Ltd. has
proceeded to declare a bankruptcy process. Pursuant to the
requirement of relevant legislation, the litigation initiated
by the Bank of China, Shenyang Branch was overruled.

(3) At 31 December 2001, guarantees amounting to
Rmb304,520,000.00 (2000: Rmb216,007,231.71) were
granted by the Company in respect of banking facilities used
by its subsidiaries.

Transformation Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued)

tHAER(A) VII.
2 BEMEARARBERFERESD (2
RARAR- (H)

(4) R20014E12H 31H » AN T A
B 6 2 ) 42 436 Rk 4% 1R 5,000

CONTINGENT LIABILITIES (continued)

The Company has the following contingent liabilities
asaresult of the guarantees of liabilities provided for
other entities: (continued)

(4) Asat 31 December 2001, details of the guarantees given by
the Company for related companies amounting to

JC Rmb50,000,000 are as follows:
BEREM RReH ERET EHEH fis &
AE#(FiL)
Guaranteed for Guaranteed amount Bank Loan period Remarks
Rmb’ 000
SR A 3,000 bk B AT 1998/6/19-1999/4/19
NET China Everbright 19 June 1998 to
Bank 19 April 1999
WEEEAREEAT 2,000 LR 1999/7-2000/7
Shenyang Cable Company Ltd. Bank of China July 1999 to
Shenyang Branch July 2000
N REER VIII COMMITMENTS

BALACHR M H > AN T RS
ﬁ ]

h BEER IX.

1~ PR SR B 8 3k 40008 36 o0 il i
A s TE U (M aE L e 1) -

2~ B BUIL T JBORE BRAS K40 B
V(R RET 0 27)

3~ B SRR R 2k 1,202 0 5
1= 0 48 5k 391 4% 42 2% 5008 JC ©

Up to the approval date of this report, the Company has no
commitment.

POST BALANCE SHEET EVENTS

(1) Details of the progress regarding the litigation with the
syndicate are mentioned in Note VII (1).

(2) Details regarding the freezing and auction of the
shareholding held by NET are mentioned in Note V (27).

(3) Repaid Rmb12,020,000.00 of the Short term loans

subsequently and repaid Rmb5,000,000.000 of the Long
term loans subsequently.

i pis Je i H Fit
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Notes to the Accounts (Continued)
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Northeast

Al JRE W 3K 3 0 51.93% » Z HE
W T £ |k T 108 3 At = 01 O
TE H A TE H B8

RUIHF#EHNM%, 2K
BHERBEEE

JE A 52 A 37% > & 24 3
B> HELf o

TR K W 59% > RET & A
I7) 2 b 455 % 28 1 45 D IR T 3K o

JE A 6 ) 2 38 97% > % ¥
mAESH > WA T EHR
io

JE A2 ot 42 3 i 70% > & AR 4F fE
T B o

HERERBA 2% ZIXNT
ME&EH -

RHI G WA 37% > 23| %
BB R -

b 3 7 ) B R 32% 0 R 1R
BE 105 ¥ o e A A 8 B R A
B o

B E RN RE% ARG
% 1 4 5 47,187,400.087C > &t
& 358 I ¥ 145 213,656,415.367C °

Electrical Transmission &

X.  MAJOR TRANSACTIONS

On 27 September 2001, the board of directors of the Company

approved the joint venture with Alstom Company Limited of
France to establish Alstom DBD Instrument Transformers Co., Ltd.
This matter has already been announced on 28 September 2001 in
the relevant newspapers for disclosure.

XI. ANALYTICAL REVIEW FOR ITEMSTHAT HAVE
VARIANCES OF OVER 30% WHEN COMPARED
WITH LAST YEAR

(1) Consolidated financial statements

1.

10.

Transformation

Theincrease in other receivables by 51.93% was due to the
transfer of amount due from Liaoning Trust to this item
from other long term assets.

Theincrease in long term deferred expenditure by 91% was
due to the increase in leasehold improvement of operating
housing.

The decrease in notes payable 37% was due to the maturity
and thus the settlement of notes.

The increase in advances from customers by 59% was due
to the structural change in the sales order of goods, etc.

The increase in welfare payable by 97% was due to the
control in welfare expenditure, thus decrease the amounts
of expenses.

The increase in taxes payable by 70% was due to no prepaid
value added tax was made in the year.

The decrease in accrued expenses by 42% was due to the
payment of interest expenses.

The decrease in long term loans by 37% was due to
reclassification of loans repayable within one year.

The increase in other operating income by 32% was due to
the provision of technical advisory services and sales of raw
materials.

The increase in general and administrative expenses by 80%
was due to the provision for diminution in value of
inventories of Rmb47,187,409.08, provision for doubtful
debts of Rmb213,656,415.36.

Machinery Manufacturing Company Limited
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Notes to the Accounts (Continued) [ s

XI. ANALYTICAL REVIEW FOR ITEMSTHAT HAVE
VARIANCES OF OVER 30% WHEN COMPARED
WITH LAST YEAR (continued)

(2) The Company

1. The decrease in cash and bank balance by 59% was due to
the fixed deposits were utilised to repay short term loans.

2. The decrease in equity investments by 62% was due to the
recognition of the investment income of subsidiary.

3. The decrease in long term deferred expenditure by 85% was
due to the amortisation of financing introduction fee.

4. The decrease in short term loans by 59% was due to the
repayment of loans.

5 Theincreasein other creditors by 81% was due to the receipt
of current account balances.

6. The decrease in long term loans by 100% was due to the
reclassification to current portion of long term liabilities.

7. The increase in financial expenses by 222% was due to the
decrease in interest income derived from the balances owed
from the related parties.

XIl. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors
on 18 April 2002.
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