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Significant Differences between the Accounting Principles Generally
Accepted in Hong Kong and PRC Accounting Regulations
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For the year ended 31 December 2001

Other than the differences in classification of certain financial statement

items and the accounting treatment of the items described below, there

are no material differences between the Group's financial statements

prepared in accordance with accounting principles generally accepted in

Hong Kong and PRC accounting regulations. The main difference

affecting the Group's consolidated loss attributable to shareholders and

consolidated net assets value is as follows:

i

SETTLEMENT OF INDEBTEDNESS BY WAY OF
NON-CASH ASSETS

Under the PRC Accounting Regulations, if the settlement of
indebtedness is transacted by way of non-cash assets, the excess of
the carrying amount of the indebtedness over the carrying value of
the non-cash assets should be recognised in capital reserve. Under
the accounting principles generally accepted in Hong Kong, this
excess amount should be recognised as income in the income
statement.

THE DIFFERENCE IN VALUE OF REVENUE
TRANSACTIONS CARRIED OUT WITH RELATED
PARTIES

Under the PRC Accounting Regulations, if the revenue transactions
with related parties are not transacted at fair value, the excess
portion should be recognised in capital reserve. Under the
accounting principles generally accepted in Hong Kong, this excess
amount should be recognised as income in the income statement.
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3.  ACCRUED STAFF WELFARE EXPENSE

According to the PRC statutory requirement, state enterprise has
to provide staff welfare expense calculated at certain percentage of
the salaries. Under the PRC Accounting Regulations, the amount
provided is recognised as accrued staff welfare expense under
current liabilities. The provision is used to set-off the actual
expense when they are incurred. Under the accounting principles
generally accepted in Hong Kong, expenses and liabilities should
only be recognised when they are incurred. Accordingly, the
provision which has been made but not yet incurred for the year
should be reversed.

BREGSHER SHBEE
Consolidated loss
attributableto  Consolidated

shareholders net assets
2001 2001
ANR¥TFIL AR¥ETIT
Rmb'000 Rmb'000
AR R I Under the PRC accounting regulations (803,807) 333,138
VLI B 45 e R IR B Settlement of indebtedness by way
of non-cash assets 3,772 —
S W O e S AR B 1 The difference in value of revenue transactions
carried out with related parties 7,610 —
JE £ 45 A1) & Accrued staff welfare expense 12,285 12,285
R 7 8 3 9 R A Under accounting principles generally
Z gt HEHl accepted in Hong Kong (780,140) 345,423
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