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V.  MANAGEMENT DISCUSSION AND ANALYSIS

1. Business review and financial status of the Group

(1)

Principal financial highlights during the period
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For the six months
ended 30th June,

¥ H Items 2002 2001  Change (%)
FTEEBKA Revenue from principal operation 61,615 38,241 61.12
FEEBNR Principal operating profit 19,726 12,096 63.08
FAE Net profit for the period 2,785 2,204 26.36
ReEBYFNE Net increase in cash and cash equivalents (7,654) (51,350) 85.09
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The revenue from principal operation has increased by 61.12%
compared with the corresponding period in last year. Starting
from the implementation of the Tenth Five-year Plan, the
commencement of many large-scale projects initiates the
recovery of the industry. The Group spends much effort in
adjusting the product mix to attain a higher percentage of digital
control machine tool sales and hence to increase the total
sales.

The principal operating profit has recorded a significant
increase of 63.08% over the corresponding period in last year
and sales of higher yield product has a remarkable increase.
Also, the projects injected by Xian Jiaotong University
Industrial (Group) Incorporation has brought much profit to
the Group and led to an increase in the Group’s profit.

The net profit for the period has increased by 26.36%
compared with the corresponding period in last year, which is
mainly due to the increase in revenue and profit from principal
operation.

The cash and cash equivalent has increased by 85.09% as

the collection of debt has improved with additional new bank
loans are raised.
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Assets and shareholder equity

By ARKTFT
Unit: RMB’000
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As at 30th June,
¥H ltems 2002 2001  Change (%)
BEE Total assets 812,138 694,803 16.88
f% 3R R Shareholders equity 501,953 508,146 (1.22)
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Total assets are increased by 16.88% over last period.
It is mainly due to the increase in revenue and bank and
cash balances.

Shareholders’ equity is decreased by 1.22% which is
mainly due to prior period adjustment made.

2. Business review for the period

(1)

The Group is principally engaged in the development, design,
production and sales of machine tools and accessories, high
rating power saving products and high technology products.
Also, the Group would sell its own technology and provide
consultancy services.

Review of business

1.

The principal operating income, principal operating cost
and net profit for the period are RMB61,615,000,
RMB41,837,000 and RMB2,785,000, representing
increase of 61.12%, 60% and 26.36% respectively over
the corresponding period in last year.

The sales of machine tools recognised in current period
is RMB51,440,000 and the corresponding cost of sales
is RMB36,037,000.

RERERBRESHNHEERBR Sales by major product categories

1EECE J:23
ERER Product type HEH (HRENEE HOB2HESE MSEH
(ARETT) (%) (ARETT) (%)
Proportion to Sales of  Proportion to
total machine  digital control sales of the
Sales tools sales products product type
(RMB’000) (%) (RMB’000) (%)
BAS 85 IR Horizontal boring
machines 28,740 55.87 3,271 11.38
BEIZ R R Jig boring machines 5,113 9.94 4,683 91.59
3 BASUINI AL Vertical and precision
horizontal machining centres 8,507 16.54 8,507 100
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(3) RITEHIPHWHEERBR : (3) Analysis for sales by industries
RERBER
HESH i 42
(Fx) (%)
Proportion to
total machine
Sales tools sales
7% Industry (Thousand) (%)
iz Air Industry 6,390 12.42
T2 - T Engineering and construction machine 6,215 12.08
RS Gear and thread cutting machine 2,598 5.05
i A Ships 2,353 4.57
OB Fuel machine 2,347 4.56
EW))| Electricity 2,102 4.09
WR Pump 1,266 2.46
2E3 21 Packing machine 1,119 2.18
kK Railway 865 1.68
R Metal forming machine 404 0.79
RE - B Motor vehicle and motor bike 192 0.37
Hih Others 25,589 49.74
REWEMHE®N
TRIEFE (%)
Proportion to market
EREY Product type share by sales (%)
EAZ €2 R Horizontal boring machines 32
JBEAZ 85 IR Jig boring machines 95
I BARMIARD Vertical and precision horizontal machining centres 8
An B EWHBR 3. Investing activities
RAIR—NAN=ZFERBETTREEERZ The Company has not issued any new shares since its public offer
& OREBBBETIRIEREEES - of new shares in 1993. There is no difference and change in the use
AAEEESHNFERBRE LM XHREE of listing proceeds of the Company during the reporting period.
WABAER WMEHNETNEEESRE During the reporting period, there is no capital raising activity. The
HE - REAIRBEEE B 37,000 TF balance of the unused listing proceeds, amounted to approximately
EEARIT - BRAIARMEFSREEESH HK$37 million is deposited with the Bank of China. The Company
BERERTE - has not yet decided the plan for the use of the unutilized listing
proceeds.
FEEESBREAER  REBAQAKRE The Company has invested approximately of HK$8,975,000 in
8,975F i ' TERARNERZBMBERE acquisition of equipment and technology improvement on production.
EERE
BT RAERESH 4. Business Plan for the second half of the year
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(1) Through the assets restructuring, the Group will adjust its
product mix and diversify its business in the design
development, production and sales of digital control machine
tools, digital scanning machine tools, etc. and the existing
product lines of the Group will be expanded to cover other
technologically advanced machinery.
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The Group will strive towards the goal of keeping high level of
product quality and improving the product quality. The
production of horizontal boring machine and the vertical and
precision horizontal machine center and jig boring machine
will become an important production base of the Group in the
future. Thus, the profit will be increased with the increase in
sales revenue.

The Group will develop non-machine tool products technology
and expand the production scale and capacity in order to have
a rapid growth in market share and generate more profit.

The Group will take advantage of China’s accession to WTO
and focus on its corporate objective “cooperation, absorption,
adoption, innovation” and continue to enhance its productivity.
To further strengthen the cooperation with territory institution,
the Group will sustain its existing technological advantages
and continue to be innovative. Also, the Group will continuously
produce new technology and products in order to persist
healthy development.

The Group will strengthen the internal governance and control,
and comply with the “Rules for Corporate Governance of the
Listed Companies” in order to improve the effectiveness of
the corporate governance of the Company.

The Group will strengthen the internal management in order
to reinforce accountability of divisions to Group’s performance.

The management of the Group is concerned that the
administrative expenses for this period are significantly
increased comparing to that of last year for the same period.
The management team will strengthen its cost control and
reduce the administrative expenses.



