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The accounting polices adopted are consistent with those
followed in the preparation of the financial statements as at
31st December, 2001.

= RAF¥FEPERERLCET - 3.  The interim report 2002 of the Group has not been audited.
BREAREMBEIEHEANERH PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
HHGECEERARE Condensed Consolidated Balance Sheet
ZEE°_fXB=+AH —Z2E2-5+ZHA=+-H
At AT A AT
Fi &t ARETT ARETT ARET ARETT
(REEZE5F) (FE#Eq) (& #5t) (&)
30th June, 2002 31st December, 2001
Consolidated The Company Consolidated The Company
Notes RMB RMB RMB RMB
(Unaudited) (Unaudited) (Audited) (Audited)
g& ASSETS
RBEE: CURRENT ASSETS
qHES Bank balances and cash 5 143,762,652 140,040,372 153,538,588 151,877,168
REERE Short-term investments 6 61,538,225 61,538,225 42,129,951 42,129,951
EEHZE Bills receivable 2,631,000 1,816,000 1,908,000 —
FE MR R Accounts receivable 7 39,389,477 36,870,726 41,252,568 37,670,112
H UG Other receivables 8 19,252,931 22,625,746 18,178,945 16,720,412
BER Prepayments 5,760,571 1,484,661 5,631,055 1,438,587
BE Inventories 9 192283799 175,527,344 162,261,021 153,351,208
HEER Prepaid expenses 675,507 — 399,554 126
RHEESH TOTAL CURRENT ASSETS 465,294,162 439,903,074  425299,682 403,187,564
RH#RE: LONG-TERM INVESTMENTS
REBERE Long-term equity investments 10 13,040,069 23,669,271 13,404,883 22,843,069
REBKERR 13,040,069 23,669,271 13,404,883 22,843,069
EEEE: FIXED ASSETS
EEEERE Fixed assets at cost 349,124,161 324,529,474 346,219,439 322,695,527
W REHiE Less: Accumulated depreciation 118,368,501 112,688,918 109,100,355 104,516,466
EEEERE FIXED ASSETS, NET BOOK VALUE 230,755,660 211,840,556 237,119,084 218,179,061
W EEEEREEE  Less: Provision for impairment loss 2,687,195 2,687,195 2,722,991 2,722,991
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BRAEAREMEEHENEN PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
HHRGRAEEARSE (& Condensed Consolidated Balance Sheet (Continued)
ZEE”_FXA=+H —2Z-%+°-H=+-H
=X | =i A
fi &t ARE T AR AR AR
(Ria#5t) (Ria#5t) (&5t (422 5t)
30th June, 2002 31st December, 2001
Consolidated The Company Consolidated The Company
Notes RMB RMB RMB RMB
(Unaudited) (Unaudited) (Audited) (Audited)
EEEE PR FIXED ASSETS, NET
REALISABLE VALUE 228,068,465 209,153,361 234,396,093 215,456,070
I1Eng
IR CONSTRUCTION IN PROGRESS,
NET REALISABLE VALUE 1 41,888,924 41,846,824 35,073,817 35,031,717
BTEERE Unsettled disposal of fixed assets 324,811 324,811 164,172 164,172
EEEESLH TOTAL FIXED ASSETS 270,282,200 251,324,996 269,634,082 250,651,959
BEREEREMBEE: INTANGIBLE AND OTHER ASSETS
EVEE Intangible assets 63,455,850 63,455,850 66,102,919 66,102,919
REGHER Deferred expenditure 12 65,467 65,467 — —
EVEERAMEESH 63,521,317 63,521,317 66,102,919 66,102,919
EEAH TOTAL ASSETS 812,137,748 778,418,658 774441566 742785511
ERRERER LIABILITIES AND
SHAREHOLDERS’ EQUITY
REBAR: CURRENT LIABILITIES
RHER Short-term loans 144,200,000 144,000,000 120,200,000 120,000,000
FE{T IR R Accounts payable 10,812,875 8,133,626 10,165,500 7,766,799
FRUIR R Advances from customers 13 40,237,045 26,263,956 28,519,829 17,355,298
ERTE Payroll payable 3,412,085 3,412,085 3,416,690 3,416,690
FERE A2 Accrued welfare 1,378,057 522,012 1,328,734 563,742
JE A AR R Dividend payable 1,060,761 — — —
EXH S Taxes payable 6,710,849 5,808,597 14,253,232 12,895,557
HAE K Other accrued expenses 86,646 83,977 — —
HibERR Other payables 31,427,426 18,791,899 30,111,143 15,463,576
BIRER Accrued expenses 2,019,505 1,565,560 2,154,690 1,540,560
B AR
—ERIBHRBERE  Long-term loans due within one year 10,482,515 10,482,515 10,552,523 10,552,523
RBHAREH TOTAL CURRENT LIABILITIES 251,827,764 219,064,227 220,702,341 189,554,745
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BRAEARENMEEHENEN PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
BAFEEERARR (£) Condensed Consolidated Balance Sheet (Continued)
ZEE_FXA=+H —Z22-5+”HA=+-H
=X NG =X A7
fi & AR AR ARETT AR
(RAEFT) (RASFET) (5% 5T) (45 3F3t)
30th June, 2002 31st December, 2001
Consolidated The Company Consolidated The Company
Notes RMB RMB RMB RMB
(Unaudited) (Unaudited) (Audited) (Audited)
REAR : LONG-TERM LIABILITIES
REBER Long-term loans 33,800,000 33,800,000 34,102,437 34,102,437
REER R Long-term payable 8,085,988 8,085,988 4,050,971 4,050,971
EEEMNR Specific project payable 2,061,006 2,061,006 2,065,806 2,065,806
R W Deferred gain 11,922,141 11,922,143 12,310,986 12,310,986
RGARAH TOTAL LONG-TERM LIABILITIES 55,869,135 55,869,137 52,530,200 52,530,200
afRaH TOTAL LIABILITIES 307,696,899 274,933,364 273,232,541 242,084,945
PHBRRER MINORITY INTEREST 2,487,126 — 2,174,438 —
BFES : SHAREHOLDERS’ EQUITY
EWER(F]RAE) Share capital 245,007,400 245,007,400 245,007,400 245,007,400
BARE Capital reserves 305,280,480 305,280,480 305,280,480 305,280,480
BRHAE Surplus reserve 16,812,656 16,812,656 16,812,656 16,812,656
BN Including: Statutory public welfare fund 8,406,328 8,406,328 8,406,328 8,406,328
RO EFIHE Unappropriated profits (63,615,242)  (63,615,242)  (66,399,970)  (66,399,870)
AERMEBEER X Unrecognized investment loss (1,531,571) — (1,665,979) —
BRES SR TOTAL SHAREHOLDERS' EQUITY 501,953,723 503,485,294 499,034,587 500,700,566

REARBREREH TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY 812,137,748 778,418,658 774441566 742,785,511
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BPEAREXNMBEEHEANEHN PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
HHGENARNESER Condensed Statement of income and Appropriation
BEXB=+HLEAEB
g2 CZEETC 22§
& 4F aft
f it ARET AR¥T ARK T
(RiEE5) (Ris&EsT) (K&
For the six months ended 30th June,
2002 2002 2001
Consolidated The Company Consolidated
Notes RMB RMB RMB
(Unaudited)  (Unaudited)  (Unaudited)
— FEEBRA Principal operating income 61,614,727 54,667,323 38,240,513
W FEEBRA Less: Principal operating cost 41,836,898 37,706,593 26,144,739
TEEBHS KM Direct operating expenses 52,273 39,664 —
= IEERAHE Principal operating profit 19,725,556 16,921,066 12,095,774
e EfEBNE Add:  Income from other operations 14 107,724 107,724 313,546
A HEER Less: Selling expenses 5,585,906 4,901,033 3,059,893
EHER Administrative expenses 13,449,326 13,313,897 9,778,285
HBER Financial expenses 15 3,168,719 2,916,132 2,552,525
= 2XEFE Operating loss (2,370,671)  (4,102,272)  (2,981,383)
m: BEkE Add: Investment income 16 4,700,595 5,891,610 3,500,000
CENON Subsidy income 1,000,000 1,000,000 1,700,000
EEZIVON Non-operating income 17 93,239 92,509 14,985
W BEST Less: Non-operating expenses 18 56,594 53,094 29,896
m- FRgR Profit before income tax 3,366,569 2,828,753 2,203,706
PR Less: Income tax 134,748 44,025 —
DERR A = Minority interest 312,688 - —
m: RERREBE Add: Unrecognised investment loss (134,405) - —
i FHE Net profit for the period 2,784,728 2,784,728 2,203,706
mn: FNRIME Add:  Accumulated losses at
beginning of the period (66,399,970)  (66,399,970) (61,157,894)
N ATESEREFE Profit for distribution (63,615,242)  (63,615,242) (58,954,188)
A RIVEERHBDE Less: statutory surplus reserve — — —
RIEED#=E statutory public welfare fund — — —
ROBIRBR Employee welfare and
BHES bonus — — —
REOEEES Reserve fund — — -
ROGEEREAS Corporate development fund — — —
FIERERE Return on investment — — —
T AHERRARSTE Profit available for distribution to shareholders ~ (63,615,242)  (63,615,242)  (58,954.188)
W EREERERF Less: Preference shares divided paid — — —
RREERHBOE Surplus reserve — — —
FE 1L AR AR Ordinary share dividend paid — — —
BIERARE L ABRARA Convertible share dividend — — —
N ROBFE Profit for the period (63,615,242)  (63,615,242) (58,954,188)
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BpREARLEMBE S ENEHR PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
HHESRERER Condensed Consolidated Cash Flow Statement

BEXAZTHLERER
1 k. St 1 =12 —EE-%
& 27 af
ARET ARET ARET
(RAEE5T) (REE:T) (RiBE:T)

For the six months ended 30th June,

2002 2002 2001
Consolidated The Company Consolidated
RMB RMB RMB

(Unaudited) (Unaudited) (Unaudited)

- BEERPELNRERE 1. Cash Flow From Operating Activities
HEER RESBUIMAS Cash received from sales of goods and
rendering of services 85,054,263 71,960,537 48,103,874
WRHHERE Cash received from tax subsidy income 1,000,000 1,000,000 1,700,000
WHEMmRLLEDERNRE Other cash received relating to
operating activities 20,260 19,530 1,385,222
BeRANG Sub-Total of Cash Inflow 86,074,523 72,980,067 51,189,096
BEEM BEXLBINNES Cash paid for goods and services 59,558,180 46,628,245 32,291,491
IREBIARABRILANES Cash paid to and on behalf of employees 18,736,704 17,641,533 18,580,293
X THIEETHK Value added tax paid 11,882,327 11,295,277 3,723,162
YHMEMECEEHEENRS Other cash paid relating to
operating activities 5,759,251 10,661,171 12,234,454
Be /et Sub-Total of Cash Outflow 95,936,462 86,226,226 66,829,400
BEEPELANRENEFE Net Cash Flow From Operating
Activities (9,861,939)  (13,246,159)  (15,640,304)
. REAGHELMNAGRE: 2. Cash Flow From Investing Activities
Wmlim B KBRS Receipt of investment proceed 2,121,200 2,121,000 —
AEBRAFFEAREINER & Dividend income received 2,625,000 2,625,000 —
REETEEMBENERE%E Net cash received from disposal of
fixed assets 281,000 281,000 3,500,000
WRMEREEEESEEANRS Interest received from time deposits — — 260,800
BamA Nt Sub-total of Cash Inflow 5,027,200 5,027,000 3,760,800
ERETEE  EFEENHM Cash paid to acquire fixed assets,
RREMSAMNASTE intangible assets and other
long-term assets 10,341,186 9,270,411 5,545,516
REMZANRS Purchase of short-term investments 16,967,866 16,967,866 50,000,000
Bemi /et Sub-total of Cash Outflow 27,309,052 26,238,277 55,545,516
REGHELANRSNEFR Net Cash Flow From Investing
Activities (22,281,852)  (21,211,077)  (51,784,716)
= EREPEAMBERE 3. Cash Flow From Financing Activities
G fiopn New bank loan raised 27,657,772 27,657,772 20,000,000
BemANat Sub-total of Cash Inflow 27,657,772 27,657,772 20,000,000
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BRAEARLXME S ERER PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS
GG ARERER (&) Condensed Consolidated Cash Flow Statement
(Continued)
HEANAZTHLRER
k- 1 k-3 k- 1 k-3 k- 3 23
&t 4% &t
ARET ARET ARET
(RaEgs) (RaEgs) (REEF3T)
For the six months ended 30th June,
2002 2002 2001
Consolidated The Company Consolidated
RMB RMB RMB
(Unaudited) (Unaudited) (Unaudited)
BETSMINERES Loan interest paid — — 3,946,207
IANNHEMEEERHEANR S Other Cash paid relating to financing
activities 3,168,717 2,916,132 7,000
Bamb st Sub-total of Cash Outflow 3,168,717 2,916,132 3,953,207
SETDEANBEREFE Net Cash Flow From
Financing Activities 24,489,055 24,741,640 16,046,793
M. EXEHHELTYE 4. Exchange rate changes — — 28,437
i RERREEEMFEMNE 5. Netincrease in cash and cash equivalents (7,654,736)  (9,715,596)  (51,349,790)

Ft In & ¥ Supplemental Information
BEXA=THLERER
k- 1 k2 k- - k2 —23-F
& QF &
ARET ARET ARET
(RAEF) (RAEF) (KAEFET)
For the six months ended 30th June,
2002 2002 2001
Consolidated The Company Consolidated
RMB RMB RMB
(Unaudited) (Unaudited) (Unaudited)
1. THRBESRIMBEN 1. Non cash transaction
E W)
BERBRER debt to equity — - -
—FREBNTEAR convertible share due within one year — — —
RAlEH
BREMERTEE asset under finance lease — - -
2. BEEAS AL 2. Reconciliation of profit before income
EEHREME tax to net cash outflow
from operating activities
F I Net profit for the period/year 2,784,728 2,784,728 2,203,706
me o PERENE Add: Minority interests 312,688 — —
W ABRRERX Less: Unrecognised investment loss (134,405) — —
me FROBEREEE Add: Provision for impairment loss (2,740,783)  (1,152,734) —
BEBENE Add: Depreciation of fixed assets 9,485,048 8,389,354 7,894,008
BVEERE RHE- Amortisation of intangible assets
REFEERMAH and other assets 2,647,069 2,647,069 503,700
HRERMRD R - Em) (Decrease) increase in defered expenses  (275,953) 126 —
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MmEHE (&) Supplemental Information (Continued)
HEXASTHLARMEAR
—EECE k- =1~k 3 —EE—&
8 | aft
ARET ARKT ARKT

(RAEE) (R#e& ) (RAEEE)
For the six months ended 30th June,

2002 2002 2001
Consolidated The Company Consolidated
RMB RMB RMB
(Unaudited) (Unaudited) (Unaudited)
BIRBAMNEM R : HD) Increase (decrease) in prepayment (135,185) 25,000 —
REETEE BREEN (Gain)/loss on disposal of fixed assets
HtRBEENEX and intergible assets (72,979) (72,979) 1,662
HBER Financial expenses 3,168,719 2,916,132 3,917,770
RERR Investment income (4,700,595)  (5,891,610)  (3,500,000)
EERFREE
BERL (& : ) Increase in inventories (30,022,778)  (22,176,136)  (17,282,483)
EEMERYEENRE D/ (5 M) Decrease/(increase) in operating
receivables 2677372 (5815,287)  (8,401,534)
EEMEEFEAENEN (FD) Increase/(decrease) in operating
payables 7,330,616 5,554,490 (977,133)
Hit Others (185,501) (454,312) —
KeRHEANREREFE Net Cash Flow from
Operating Activities (9,861,939)  (13,246,159)  (15,640,304)
3. HekAeZEMIE 3. Net decrease in cash and
BIER cash equivalents
ReMBRHE Cash at end of period 106,641,652 102,919,372 76,453,867
B BemBang Less: Cash at beginning of period 114,296,388 112,634,968  (127,803,657)
BeRRESEMFEME Net decrease in cash and
cash equivalents (7,654,736) (9,715,596)  (51,349,790)
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PREPARED IN ACCORDANCE WITH PRC ACCOUNTING
STANDARDS

3.

1.

Notes to the Consolidated financial statements
General

Jiaoda Kunji High-Tech Company Limited (formerly
known as Kunming Machine Tool Company Limited) (“the
Company”) was established in the Mainland People’s
Republic of China as a sino-foreign joint stock limited
company as part of the reorganisation of a state owned
enterprise known as Kunming Machine Tool Plant (‘KMT
Plant”). Pursuant to the reorganization, the operations,
assets and liabilities of KMT Plant were divided between
the Company and Kunming Kun Ji Group Company (“Kun
Ji Group Company”). The Company was established on
19th October, 1993. The Company’s A shares and H
shares have been listed on the Shanghai Securities
Exchange in Shanghai and The Stock Exchange of Hong
Kong Limited in Hong Kong respectively. The Company
is engaged principally in the design, development,
production and sale of machine tool, precision measuring
equipment and precision transducers.

Pursuant to extraordinary general meeting of the
Company held on 31st December, 2001, the assets
restructuring was approved by the Company’s
Shareholders. After the assets restructuring, the
Company changed from a traditional machinery
manufacturing company which focused on production of
machine tools to a high-tech and diversified production
Company.

Significant Accounting Policies, Accounting
Estimates and Basis of Consolidation

Accounting Policy

The financial statements have been prepared in
accordance with “Accounting Standards for Business
Enterprises” and “Accounting System for Business
Enterprises”.
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Accounting Fiscal Year

The accounting year of the Company commences on
1st January and ends on 31st December each year.

Reporting Currency

The reporting currency of the Company is Renminbi
(HRMBH)-

Recording Principles and Accounting Basis

The Company adopts the accrual basis as the basis of
accounting and the historical cost as the principle of
valuation.

Foreign Currency Translation

Transactions in foreign currencies are translated at the
market exchange rates (middle rate), ruling on the dates
of the transaction. Monetary assets and liabilities
denominated in foreign currencies are re-translated into
RMB at the market exchange rates (middle rate) ruling
on the balance sheet date. Profits and losses arising on
exchange are included in financial expenses apart from
those relating to the construction in progress.

Basis of Consolidation
Consolidation scope

The Company has prepared its first consolidated
financial statement in 2001. The consolidated financial
statements incorporated the financial statements of the
Company and its subsidiaries made up to 31st December
each year. A subsidiary is an enterprise in which the
Company, directly or indirectly, holds more than half of
the equity, or where the Company controls the operation
of the investee enterprise via other methods.

Consolidation method

The accounting policy adopted by the subsidiaries are
the same as that of the Company.

The result of subsidiaries acquired during the year are
inlcuded in the consolidated income statement from the
effective date of acquisition, as appropriate.

All significant intercompany transactions and balances

between group enterprises are eliminated on
consolidation.
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Cash equivalents

Cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash and which
are within three months of maturity and subject to limited risk
on changes in value.

Accounting for Bad Debts
1. Recognition criteria for bad debt

The irrecoverable amount of a bankrupt debtor after
pursuing the statutory recovery procedures; the
irrecoverable amount of a debtor who has died and has
insufficient estate to repay and/or any obligatory
undertakings; the irrecoverable amount, demonstrated
by sufficient evidence, of a debtor who does not comply
with his/her repayment obligation after the debt fall due.

2. Accounting for bad debt

Provision for bad debts is made using provision method
based on aging analysis.

The provision percentage is reasonably estimated based
on the past experiences of management of the Company,
the financial position and cash flows condition of the
relevant debtor, as well as other relevant information.

The estimated bad debt loss percentage excluding
special provision is as follows:

Accounts Receivable Age Estimated provision %

Within 1 year (including 1 year) 5%

11to 2 years 50%

Over 2 years 100%
Inventories

Inventories are stated at historical cost. Cost comprised direct
materials, direct labor, direct overhead related to the goods
produced and service provided, and allocation of indirect
overhead incurred for production and provision of services.

Inventories include raw material, work in progress, finished
goods, goods in transit and low value consumables. The cost
of inventories is calculated on the weighted average cost
method. Low value consumables are fully charged to cost when
they are issued.
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Provision for Loss on Realization of Inventories

Provision for loss on realization of inventories is made when
the net realizable value is lower than the cost. Provision for
loss on realization of inventories is provided as the difference
between the carrying amount and the net realizable value of
specific item of inventory. Net realizable value represents the
estimated selling price less the estimated cost of completion
and the estimated costs to be incurred in marketing, selling
and distribution, in general operation.

Short-term Investment

A short-term investment is an investment that is readily
realizable and is intended to be held for not more than one
year (including 1 year).

Short-term investment is stated at historical cost, which
represents total amount paid to aquire the investment including
taxes, commissions and other relevant expenses. Any cash
dividends which have been declared, but unpaid or unpaid
interest on bands which has been accrued at the time of
acquisition should be accounted for separately as receivable
items.

Cash dividends or interest of a short-term investment should
be used to reduce the carrying amount of an investment when
they are actually received, except for those recorded in
“dividend receivable” or “interest receivable”.

Short-term investment are recorded at lower of cost and market
value at the end of each period. Provision for impairment on
short-term investment should be recognized according to the
investment collectively.

On disposal of a current investment, the difference between
the carrying amount and the actual amount received for the
current investment are recognized as an investment gain or
loss in the current period.

Long-term Investment
(1)  Accounting for long-term investment

Long-term equity investment is recorded at its initial cost
on acquisition.

The cost method are used to account for long-term equity
investments when the Company does not have control,
joint control or significant influence over the investee
enterprise. The equity method are used to account for
long-term equity investments when the Company can
control, joint control or has significant influence over the
investee enterprise.
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When the cost method is adopted, the amount of
investment income recognized by the investing
enterprise is limited to the amount distributed out of
accumulated net profits which arise after the investee
enterprise has accepted the investment from the
investing enterprise. The amount of profits or cash
dividends declared by the investee enterprise in excess
of the above threshold are treated as return of investment
cost, and reduce the carrying amount of investments (in
the investors’ records) accordingly.

When the equity method is adopted, the investment
income are the part of the investee’s net income (loss)
for the year owned by the investor.

When the equity method is adopted, the difference
between the initial cost of the investment and the
investors’ share of owners’ equity of the investee
enterprise are treated as equity investment difference
and are amortized evenly over 10 years and recognized
in the income statement accordingly.

Provision on impairment loss on long-term investment

If the recoverable amount of any investment is lower than
the carrying amount of that investment as a result of a
continuing decline in market value or changes in
operating conditions of the investee enterprise, provision
should be made for the difference between the
recoverable amount and the carrying amount of the
investment. The recoverable amount is the higher of the
net sales price and the estimated cash-inflow from
holding the investment until its maturity.

Fixed Assets and Depreciation

Fixed assets include buildings, plant, machinery and
equipment, transportation equipment and other equipment,

tools having useful lives over one year and used in production
and operation. Other major equipment which are not used in

production or operation but with unit value over RMB 2,000

and having useful lives over two years are recognized as fixed
assets.

Fixed assets are stated at historical cost. Depreciation is
provided to write off the cost of fixed assets less their estimated
residual value over their estimated useful lives from the month
after they are put into operation, using the straight-line method
at the following rates per annum:

Estimated Annual
useful lives  depreciation rates

Buildings 40 2.5%
Plant and machinery 12-50 2%-8%
Furniture, fixture and equipment 10-14 6%-10%
Motor vehicles 10-14 6%-10%
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The depreciation policy for assets held under finance leases
are consistent with that for owned assets. If there is reasonable
certainty that the lease will obtain ownership at the end of
lease, the asset should be depreciated over the shorter of the
lease term and the life of the asset.

Provision on impairment loss on fixed assets

The Company recognizes an impairment loss on fixed assets
when evidence indicates that realizable value fall lower than
book value. Measurement of the impairment loss is based on
the recoverable or usable value. Realizable value are the higher
of (i)net sales price and (ii) the estimated future cash inflow
from using the fixed assets and the disposal income at the
end of their useful life.

Construction in progress
Construction in progress is stated at cost.

Cost comprises construction expenditure incurred during the
construction period, capitalized interest, exchange gains or
losses and other relevant expenses. Cost on completed
construction works is transferred to other categories of fixed
assets. No depreciation is provided on construction in progress.

At the period end, based on the investigation on each
construction in progress. If there exists (1) construction in
progress has been ceased for construction for a long period
of time and no re-commencement of work is expected in the
future 3 years, (2) construction in progress was technically
and physically obsolete and its economic benefits to the
Company are uncertain, (3) other evidences can prove the
existence of the circumstance of the decline in value on
construction in progress. The difference of the recoverable
amount and the carrying amount of construction in progress
can be made as the provision on impairment loss on
construction in progress.

Intangible Assets

Intangible assets are recorded at its total consideration paid
on acquisition.

Costs of acquiring industrial property and know-how are
amortized evenly over the terms as stipulated in the contract
or the agreement from the date the Company entitle to the
benefit of the industrial property and know-how.

Land use right are amortized evenly over the terms of the
contract from the date the Company obtains the certificate of

land occupancy rights.

Usage right to staff quarter is amortized evenly during its
benefiting period.
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The Company recognizes an impairment loss on intangible
assets when evidence indicates that realizable value fall lower
than book value. Measurement of the impairment loss is based
on the recoverable or usable value. Realizable value are the
higher of net sales price and the estimated future cash inflow
from using the intangible assets and the disposal income at
the end of their useful life.

Borrowing Cost

Interest incurred in connection with specific borrowings for the
purchase of fixed assets, and amortization of discounts or
premiums relating to, ancillary costs and exchange differences
arising from those specific borrowings, are capitalized as part
of the cost of the fixed assets before the relevant fixed asset
being acquired or constructed is ready for its intended use
according to the capitalization principle of borrowing cost.
Interest incurred in connection with, amortization of discounts
or premiums relating to, and exchange differences arising from
other borrowings should be recognized as an expenses in the
period in which they are incurred.

Revenue

Revenue from sales of goods is recognized when the Company
has transferred to the buyers the risk and ownership of the
goods; and the Company received or has the right to collect
the sales proceeds.

When the provision of services is started and completed within
the same accounting year, revenue are recognized at the time
of completion of the services. When the provision of services
is started and completed in different accounting years and
the outcome of a transaction involving the rendering of services
can be estimated reliably, the Company recognizes the service
revenue at the balance sheet date by the use of the percentage
of completion method. Otherwise the Company recognizes the
costs incurred and expected to be recoverable as revenue and
charge an equivalent amount of cost to the income statement.
If the cost incurred is not expected to be recoverable, no
revenue is recognized.

Revenue from assets used by other parties is recognised when
relevant economic interest is realizable and the amount of
revenue can be measured precisely.
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Finance Leases

A finance lease is a lease that transfers in substance all the
risks and rewards incidental to ownership of an asset. At the
inception of a lease, leased asset are recorded at an amount
equal to the lower of the carrying amount of the leased asset
originally recorded in the books of the lessor and the present
value of the minimum lease payments, and recognize a long-
term liability at an amount equal to the gross amount of the
minimum lease payments. The difference between the
recorded amount of the leased asset and the liability should
be recognized as unrecognized finance charges. Unrecognized
finance charge are allocated to each period over the lease
term in accordance with straight-line method.

Sale and Leaseback Transactions

Finance lease result from sale and leaseback transactions,
any difference between the sales proceeds and the original
carrying amount of the assets involved are deferred and
amortised as an adjustment to depreciation according to the
depreciation pattern of the leased asset. Operating lease
results from sale and leaseback transactions, any difference
between the sales proceeds and the original carrying amount
of the amount involved are deferred and amortised according
to the proportion of the lease payments during the lease term.
Other accounting treatment is based on the finance leases
policy above and the regulation of operating leases of
Accounting Standards for Business Enterprises-Lease.

Income taxes

Income taxes are recorded on an accrued basis.

The charge for taxation is based on the accounting income for
the period adjusted in accordance with the relevant
requirements of related tax laws and regulations.

Tax Refund

Tax refund is recorded in current year’s profit when actual
receipts incur.

3. Taxation
Value Added Tax
Output value added tax is calculated at 17% of the
revenue, and paid after deducting input value added tax.
Business Tax

Business tax is calculated and paid at 5% of operating
income.

Income Tax
According to the notice of Cai Shui Zi (1994) No. 017

jointly issued by the Ministry of Finance and the State
Administration of Taxation, the applicable income tax rate

of the Company is 15%.
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4. BREFAR 4. Subsidiaries

s AL EEEE R Mg The details of all the Company’s subsidiaries acquired

Mm@TFAR : in the current year are as follows:
NAERER FTiE
FRAEE RN 1 75 L 1 KEHE a0t
Name of subsidiary = Registered Capital Company’s Scope of Business Consolidation
investment Yes (No)
and proportion
of equity
interest
AR®T AR T/%
RMB RMB/%

ALERER 2,000,000 1,600,000/80% HMRERRERETLRE  reestE# - =
RERE BERKRERE  SIEREBERE Yes
BRAR HHOMRE  BEEHRIRE -

(TAZEM]) BIETIE  HMELIRE  EREEK

Xiao Ser Turbo (TEFTEFE)NEMALE  BikEE
Machinery Equipment S HHE
Company Limited Design, develop and sales
(“Xian Ser”) of turbo-machinery

PR 7 i B 600,000 540,000/90% HERE TEEW STER - =
HEEH R QA BIHIE RS E ¢ B Yes
(TBREEE R ]) TI2EVHT B8 « Bl & IR

Shaanxi Hengtong BABRMAEE - HE -

Machine Company Develop and sale of manufacturing
Limited moulds, machinery, equipment,
(“Shanxi Hengtong”) electronic products, software and hardware
5. H¥%E& 5. Bank Balance and Cash
a4 N 447
Consolidated The Company  The Company
ot 4 -3 ot bt L
AA=1H ~R=+H +ZA=+-AH
As at 30th June, As at 30th June, As at 31st
2002 2002 December, 2001
NEeE X ARET ARET ARET
Foreign Exchange
currency rate RMB RMB RMB

Be Cash on hand
AR RMB 63,400 63,400 45,685
B HKD 20,670 1.0606 22,505 22,505 22,505
= usb 13,391 8.2771 110,782 110,782 52,840
EASR DEM 7,633 3.2425 42,134 42,134 42,134

FOER Cash on hand
AR RMB 67,230,779 63,508,499 101,003,922
B HKD 2,539,552 1.0606 8,673,015 8,673,015 4,000,992
e usb 39,103 8.2771 323,652 323,652 323,640
BT Time Deposit
FHG) of HKD (note 1) 35,000,000 1.0606 37,121,000 37,121,000 39,242,200

EthERES () Other currency (note 2)

ARE RMB 30,175,385 30,175,385 7,143,250
143,762,652 140,040,372 151,877,168
1 H 51 E B 77 5030,000,000/8 7T (#7 & Note 1:  Time deposit of HK dollar amount to HKD30,000,000 (equals to
AR #31,818,0005T)E ARG BB & RMB31,818,000) has been pledged to secure short-term loan.
o
2o Hith B E & R FREFRDABAE Note 2:  Other currency are deposits in stock companies.
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6. fEHAKS 6.  Short-term investments

—EE_FXA=+H

EHRATE |
BrReH Bk (R R REERE
AR®T AR ARBT AR T
As at 30th June, 2002
Consolidated and The Company The Company
Invested Provision
Amount for impairment  Book value
RMB RMB RMB RMB
BRERESEE Stock and fund
investment 14,824,615 3,286,390 11,538225 42,129,951
LZrtEERE Designated debentures
investment 50,000,000 — 50,000,000 —
FHRRHREREEFGMERMNE KR The year end market value used in the provision for impairment
MERER-_ZBEZE_FA=+BF was from closing price of stock exchange on 30th June, 2002
HERGHERE -
it ZEFT-_FNA=+HNKEBE R Note: The made values on 30th June, 2002 were totally about
FEEA#E/11,638,225TC ° RMB11,538,225.
7. BERER 7.  Account Receivables
JEBIR FRIREE D AT 0T - The aging analysis of account receivables is as follows:
&t |
—SE-FNA=1+H —EZ—%+-HA=1+—H
YRR B BERER YR Bl ERER
AR % AR AR % ARET
Consolidated The Company
As at 30th June, 2002 As at 31st December, 2001
Amount Bad debt Amount Bad debt
receivables provision receivables provision
RMB % RMB RMB % RMB
—F LR Within 1 year 31,943,305 56 883,739 33,664,862 64 3,717,303
-2 1-2 years 16,659,822 29 8,329,911 11,261,326 20 5,110,836
—E=F 2-3 years 1,039,249 2 1,039,249 182,736 1 145,232
=FHE Over 3 years 7,538,344 13 7,538,344 8,033,507 15 6,498,948
I Total 57,180,720 100 17,791,243 53,142,431 100 15,472,319
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27
—EZ_§XA=TH
T MR 3% 1 R 2
ARET Bk ARET
The Company
As at 30th June, 2002
Amount receivables Percent Bad debt provisions
RMB % RMB
— LR Within 1 year 25,810,030 49 3,717,303
—E-F 1-2 years 18,834,674 36 5,110,836
—E=F 2-3 years 159,997 145,232
ZFUE Over three years 7,538,344 15 6,498,948
Bt Total 52,343,045 100 15,472,319
“EE_FEXRA=TH " AEEHEAA As at 30th June, 2002, balances of the 5 largest debtors are
BERMT as follows:
HEIBRRREE ERERRRSELILA
Total amount of Percentage in total
the 5 largest debtors account receivables
10,638,689 19%
FEWIR AR ERFAAASNA L (7 No balance due from shareholders where shares exceed 5%
5%) B3 REFEE KRR - (including 5%) of the total shares of the Company.
8. HMEkK® 8.  Other receivables
Efh B HIRE DT AT - Aging analysis of other receivables is as follows:
i N
—EE2-fRA=+H 22—+ "-H=+—H
FE e R 3R HIRE R T U 0 &% 10k 2 R
ARETT Bt ARKT ARBTT BAA  ARET
Consolidated The Company
At 30th June, 2002 At 31st December, 2001
Amount Bad debt Amount Bad debt
receivables provision receivables provision
RMB % RMB RMB % RMB
—F UK Within 1 year 10,511,805 54 — 15,451,361 92 —
-2 1-2 years 6,656,220 34 98,261 598,361 3 98,261
—EZF 2-3 years 1,929,031 10 43,961 124,541 1 43,961
=FE Over 3 years 298,097 2 — 688,371 4 —
= Total 19,395,153 100 142,222 16,862,634 100 142,222
27
—EZ"_FXRA=TH
T My e 3% iR R
ARET Bt ARET
The Company
As at 30th June, 2002
Amount Bad debt
receivables provision
RMB % RMB
—F AR Within 1 year 15,882,224 70 —
—FE= 1-2 years 6,067,297 26 98,261
—EZ=F 2-3 years 708,648 3 43,961
=FUE Over 3 years 109,799 1 —
&t 22,767,968 100 142,222
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ZEZ-FRA=TH RRER
TARBRET

As at 30th June, 2002, balances of the 5 largest accounts
receivables are as follows:

HMALBRREHE
Total amount of
the 5 largest debtors

EERIER S ELL G
Percentage in total
account receivables

7,346,325 38%

HibEUR i eaEER I H A E5% Balance due from shareholders whose shares exceed 5%

(B5%) I IR By /R ZEt4,761,979 (including 5%) were amounted to RMB4,761,979.
ﬁ: °
9. CERGEBEER 9. Inventories
&t L2/
—EE_§XA=+H —EE_§XA=+H
& B EEEMR g ] B {5 £ 0
AR¥T AR¥T AR#IT ARMIT
Consolidated The Company
As at 30th June, 2002 As at 30th June, 2002
Provision for Provision for
loss on loss on
Amount realisation Amount realisation
RMB RMB RMB RMB
R Raw materials 38,344,936 4,724,289 31,181,544 4,724,289
FEEM Work in progress 147,845,814 24,570,458 135,919,378 24,570,458
B X in Finished goods 51,850,972 16,463,176 54,184,345 16,463,176
&5t Total 238,041,722 45,757,923 221,285,267 45,757,923
2
—ez—$+-B=+—H
g ] B {5 = 0
ARMT AR
The Company
As at 31st December, 2001
Provision for
loss on
Amount realisation
RMB RMB
R4 Raw material 25,435,464 4,724,289
TEE G Work in progress 119,759,558 24,570,458
ERK S Finished goods 53,914,109 16,463,176
a&t Total 199,109,131 45,757,923
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10. REBRBRAEHEER

10. Long term equity investments

—EE"F
NB=+H

&8 i {8 2

ARKT ARB T

As at 30th June, 2002

Provision for

—EE—§
+=-B=+—H

4] i {8 2 i

AR T AR BT

As at 31st December, 2001

Provision for

permanent permanent
diminution diminution
Amount in value Amount in value
RMB RMB RMB RMB
RAIRERE Long term equity
investments
— B A — Associated company 2,000,000 2,000,000 2,000,000 2,000,000
— RER BB — Equity investment 13,040,069 — 13,404,883 —
15,040,069 2,000,000 15,404,883 2,000,000
At
—22-5+-A=+—8
&8 B (R
AR AR
Consolidated
As at 31st December, 2001
Provision for
loss on
Amount realisation
RMB RMB
REIRERE Long term equity investments
/NG| Associated company 2,000,000 2,000,000
IRk &= Equity investment 13,040,069 —
Chy Total 15,040,069 2,000,000
28
—2E-F£XA=+H
RREH  WERR WEE NABD BERE
ARBT — ARET  ARET ARKMT  ARET
The Company
As at 30th June, 2002
Invested Amortised Change in
amount Provision amount equity Book value
RMB RMB RMB RMB RMB
FAA] Subsidiary 9,438,186 — — 1,191,016 10,629,202
= l/NC] Associated company 2,000,000 (2,000,000) — — —
PEAEIRE =% Equity investment
difference 13,404,883 — (364,814) — 13,040,069
a&t Total 24,843,069 (2,000,000) (364,814) 1,191,016 23,669,271
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L
—E2-F+-A=+—8
RRRW  WEER MEE MeSH HBEWAE

AR#®IT AR AR#® T AR AR#®T
The Company
As at 31st December, 2001

Invested Amortised Change in
amount Provision amount equity Book value
RMB RMB RMB RMB RMB

F A Subsidiary 9,438,186 — — — 9,438,186

i Rl/NE| Associated company 2,000,000 (2,000,000) — — —

RIEREZE%E  Equity investment

difference 13,404,883 — — — 13,404,883

&t Total 24,843,069 (2,000,000) — — 22,843,069

IR iR B =5 Equity investment difference

T4 it
k=4 ] SRR Haea Haea IR B E
AR®T AR AR AR AR
Amortised  Accumulated
Original Period of  amount for amortised Net
HRELFER Name of investee amount amortisation  this period amount  book value
RMB RMB RMB RMB RMB

ARER Xian Ser 7,296,277 T4 364,814 364,814 6,931,463

BRE B Shaani Hengtong 6,108,606 +F — — 6,108,606*

NET Total 13,404,883 364,814 364,814 13,040,069

FRRE T —F+=-A=+— The different between the initial cost of the investment and

HARMGERERERA BFEE the Company’s shares of audited equity of Xian Ser and

EE AU BRI BE A X B R Z 58 © Shaanxi Hengtong at 31st December, 2001.

i B BB —FE—FNA=F Note: As at 30th June, 2002, Shaanxi Hengtong has a net liability thus no
H FEEDRAEME HAMKER amortisation on the equity investment difference noted for this period.
BEBEATHIE -

11. EBIE(&H) 11. Construction in progress (Consolidated)

AR®T

RMB

R-_ZBZE-_%—F—H At 1st January, 2002 35,073,817

ARERSE N Additions 8,980,133
AEATE T8 T Completed and transferred to fixed assets (2,165,026 )

RZEE-_FA=+H At 30th June, 2002 41,888,924
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RZSEB_F  Juk- -k 44
—A—H FHAMY EREH ~R=+H RiE
ARET ARET ARET ARET
(#g&zt) (RAEF5t)
Completed
and
Name of At 1st transferred to At 30th Source
FETEHRE major projects January, 2002 Additions  fixed assets June, 2002 of funds
RMB RMB RMB RMB
(Audited) (Unaudited)
HEEBE/MTR  Engineering of Heat- EhES
treatment Workshop 6,905,493 4,441 — 6,909,934 Listing proceeds
NAB® 95 Technical Loans
improvement projects 23,440,476 1,393,384 1,409,611 23,424,249
Htp T2 Others 5,399,445 7,582,308 755,415 12,226,338
ChE Total 35,745,414 8,980,133 2,165,026 42,560,521
BARLE
Hep Included: Capitalised interest
FEERE Interest capitalised 1,712,262 720,017 — 2,432,279 rate 5.94%
ERIEREEGEZSHOT Movement in provision for impairment of Construction

in Progress is as follows:

AR#TT
RMB

RZZEE-F—A—HEK At 1st January, 2002 and 30th June, 2002 671,597
—EE-FAA=1+H

12. REFHEHR 12. Deferred expectitive

MmikE FHEN FHES RiKEREA HMEWAR
ARET ARETL ARBT ARBT  ARET

As at Deferred As at
1st January during  30th June Deferred
HE Item 2002 Additions the period 2002 period
RMB RMB RMB RMB RMB
HEREER Decoration fee for the
sales department — 98,200 32,733 65,467 1 year
13. FWIER 13. Advance from customers
Lo —EET—5F
~NA=+AH +-B=+—H
As at As at
30th June, 2002 31st December, 2001
40,237,045 28,519,829
ZEEFXA=1TH - ERIRRER As at 30th June, 2002, there is no prepayment to shareholders
BEHREBUFEAFS%NU E(E55%) K whose shares exceed 5% (including 5%) of the total shares
IR H)FRIA - of the Company.
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14. HiHBHNE 14. Income from other operations
#ENA=+HILAEAR
—ETF —ET—F§
AR T AR T
For the six months
ended 30th June,
2002 2001
RMB RMB
MK & 7 Profit from raw material sales 100,937 (41,928)
B8 XA Profit from transportation services — 97,765
H fth 275 F) Profit from other operations 6,787 257,709
&5t Total 107,724 313,546
15. MBEA 15. Financial expenses
#ENA=+HILNEAR
—EE_F 225
AR T AR
For the six months
ended 30th June,
2002 2001
RMB RMB
FEWA Interest Income (560,784) (1,376,798)
A B Less: Interest expense 3,637,615 3,946,207
M 51 2 Exchange (loss) gain — (28,437)
EAh Others 91,888 11,553
&t Total 3,168,719 2,552,525
16. BBFWE 16. Investment income
B#EXNA=+HILAKXEAR
—ET_F —EZT—f§
AR® T AR T
For the six months
ended 30th June,
2002 2001
RMB RMB
SRR E R T Gain on disposal of short-term
investments 2,625,000 3,500,000
MR B = R Amortisation of premium
on equity investment (364,814) —
HE B EER Provision for diminution in
value of short-term investment 2,440,409 —
&a&t Total 4,700,595 3,500,000
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17. EESFWA

17. Non-operating income

BEXB=1+HILKEA
—EET_F —EZT—f
AR BT AR T
For the six months
ended 30th June,

2002 2001
RMB RMB
BT EESE KRS Gain on disposal of fixed assets 70,024 800
Hth Others 23,215 14,185
A&t Total 93,239 14,985
18. EEIHZH 18. Non-operating expenses
BEXA=T+HILAXEAR
—EZT_F —EZT—f
AR T AR
For the six months
ended 30th June,
2002 2001
RMB RMB
OB H Financial assistance 25,544 —
B EEEBEBX Loss on disposal of fixed assets — 2,462
B Donations 17,000 7,000
Hh Others 14,050 20,434
A&t Total 56,594 29,896
19. BABRHARAE 19. The nature of the relationship with related parties

BERLFHR  BARFIF
EEHIBERORBEER —F
T-FFEEMBREMBEDN
HE - R BEHEEFEL -

2002 PHIXERS

As at 30th June, 2002, the nature of the relationship
with related parties was consistent with the disclosure
on the financial statements as at 30th December, 2002,
no significant changes noted.



REBAFREREXS 20. Significant Related Party Transactions

20.

BEMBZHEE T AN
=1

RABA
Related Party

AXRBABEX (KE) AT
(IXKRE¥X&EH])

Xian Jiaotong University Industries (Group)
Incorporation (“Jiaotong Group”)

RHARKER QA

Kuniji Group

LR K BIRB G B R A A

Xian Jiaoda Resources Technology Joint
Stock Company (“Jiaoda Resources”)

BREARKIHE QA
Kunji Sales Company

b. MBXH

Related Party Transactions

FBGREST -

Services provided by related parties:

oA B £ 3¢

Name

=3 = L]
Kunji Group
ERAEEIHEE AR

Kunji Sales Company

HE:

Rental:

oA B £ 3¢

Name

RREFEEE
Jiaotong Group
B#EE
Kunji Group

R Z LB TIGEILE =T H(E
R BRAELETT -

ARXHETE

Amount
ARKT
RMB
1,634,497

223,000

RRZHad
Amount
AR%T
RMB

192,411

336,556

Nature of related parties

FREERENEE
Nature of relationship

E RN &
substantial shareholder

BE_RKRRMWEAA

fellow subsidiary of substantial shareholder
BE-—RKBRRZFAA

subsidiary of substantial shareholder

EREREELRHNERR
fellow subsidiary of Kunji Group Company

ARXHAE

Nature of transaction

FIELTIRE  RBKE
Environmental fee, services fees
HE IR 8

Sales of machine tool

ANXHAE

Nature of transaction

B

Rental for buildings

BE - Ttiie

Rental for land and buildings

The above transactions were carried out at market price.
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c. FBHEYREFRFRHE c. Amount due from (to) related parties
"E B A RE “SEE-FXA=1+H —EE—-F+_"-RA=+—H
Accounts Name of related party As at 30th June, 2002  As at 31st December, 2001
H fth JEUK ¢
Other receivable
BHE
Kunji Group 460,914 1,204,749
RREXEE
Jiaotong Group 4,761,979 4,761,979
|\t Total 5,222,893 5,966,728
H i BAK
Other payables:
RREXE
Jiaotong Group 4,561,900 7,837,126
TR BIR
Jiaotong Resources 4,634,319 4,963,003
BHE
Kunji Group — 3,101,936
/Nt Total 9,196,219 15,902,065

—FREPORPENMSK
Amount payables due within one year:

EEEARBUT

Yunnan Government 342,169 342,169
REIENR K :
Long term payable:

EEEARBA

Yunnan Government 6,501,209 6,501,209
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BRESBEHENER PREPARED IN ACCORDANCE WITH HONG KONG
ACCOUNTING STANDARDS
BHEERGR Condensed Consolidated Income Statement
BEXA=+ALREAR
BB 25
Bt AREFT ARBTFT
(RASEET) (RAEFEE)
For the six months
ended 30th June,
2002 2001
Notes RMB’000 RMB’000
(Unaudited) (Unaudited)
B Turnover 3 61,562 38,241
$HE KA Cost of sales (41,837) (26,145)
vl Gross profit 19,725 12,096
H AU A Other income 4 7,848 12,169
EEEA Administrative expenses (17,688) (12,984)
HEER Distribution costs (5,586) (3,060)
FEEEHE Profit from operations 5 4,299 8,221
Mi%GER Finance costs (3,638) (3,946)
EEINER Non-operating expenses (56) (30)
A& EF)E Profit before taxation 605 4,245
g Taxation 6 (135) _
> EUIR R R 2 B A Profit after taxation 470 4,245
DR RS Minority interest (312) —
FEH BRI Net profit for the period 158 4,245
BRRAHE Earnings per share 7 0.064{llicents 1.73{licents

W 7 B K1) B ONBE A A ] B] R There were no recognised gains or losses other than the net
B ° profit for the period.
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BRESFHENER PREPARED IN ACCORDANCE WITH HONG KONG
ACCOUNTING STANDARDS
BRGeEEARE Condensed Consolidated Balance Sheet
—ET_F —ZEZT—F§
~NB=+H +=—B=+—H
iEz3 AREFT AR T
(k&) (A& #E51)
30th June, 31st December,
2002 2001
Notes RMB’000 RMB’000
(Unaudited) (Audited)
EMEBEE Non-current assets
BlEEE Property, plant and equipment 8 283,496 283,008
[EES Goodwill 20,469 24,430
mEERE Intangible assets 37,472 39,444
REE E Deferred costs 3,878 3,926
345,315 350,808
MBEE Current assets
ra Inventories 192,284 162,261
JIE MR 3R Trade receivables 9 39,389 41,253
H b FE UK Other receivables 28,405 21,356
HEMiRE Other investments 10 61,538 42130
BELRREFK Deposits placed with security 30,175 7,143
company
AR BT K Taxation recoverable 464 142
RITEGT RS Bank balances and cash 11 81,289 114,577
2B E TR Pledged time deposits 31,818 31,818
465,362 420,680
MENEE Current liabilities
JE T IR R Trade payables 12 10,813 10,165
E R Other payables 83,426 69,535
FESBRE A B FIA Amounts due to related parties 13 8,885 8,038
FET I8 Taxation payable 625 969
—FERNEEZREHLYAE  Obligations under finance leases
— due within one year 398 468
—FARERZER Bank borrowings — due within one year 154,200 130,200
258,347 219,375
REBEEFE Net current assets 207,015 201,305
552,330 552,113
IR A R R Capital and reserves
A& A< Share capital 245,007 245,007
& Reserves 262,827 262,669
507,834 507,676
DERAR R A Minority interest 2,487 2,175
EREBARE Non-current liabilities
—FREEZMEMLEE  Obligations under finance leases
— due after one year 4,286 4,439
EIEYA Deferred gain 3,923 4,023
—FRERZER Bank borrowings —
due after one year 14 29,800 29,800
Hih REBEF Other long-term loan 4,000 4,000
42,009 42,262
552,330 552,113
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BRESBEHENER PREPARED IN ACCORDANCE WITH HONG KONG
ACCOUNTING STANDARDS
BHREERERERE Condensed Consolidated Cash Flow Statement
BEXA=+HILERMEAR
ot <1 o> —BE—-§
ARETFT AREF T
(CR#E &) (R#E#F5T)
For the six months
ended 30th June,
2002 2001
RMB’000 RMB’000
(Unaudited) (Unaudited)
Bent#8 Net cash outflow from operating activities (6,569) (10,557)
REEB2HAS (R RAFE Net cash (outflow) inflow from investing activities (50,466) 12,526
BMER RS (RE) RAFE Net cash (outflow) inflow before financing (57,035) 1,969
MEZRERAFHE Cash inflow from financing 23,747 39,800
Re RRESEY R D) 8 (Decrease) increase in cash and cash equivalents (33,288) 41,769
FHzReRBRLEEY Cash and cash equivalent brought forward 107,153 65,380
EXEEHTE Effect of foreign exchange rate charges — 4
HRZASRRESEY Cash and cash equivalents carried forward 73,865 107,153
BRESSHENER PREPARED IN ACCORDANCE WITH HONG KONG
ACCOUNTING STANDARDS
HEREME Notes to the Condensed Consolidated Financial
Statements
1. IR 1. BASIS OF PREPARATION

THEMBRER D RREEG
B RE Bz &t BB ER
(BEEFEHER]) L2555
[T BEREZRE]IREL
WEXFMAERARES LT
AT LR Al Wﬁ:wﬁﬁ%ﬁ)}i
BRTEMRE -

2. IEEHEXE

BEXeRAB - THUBERERM
RAzZEAREREEBE—
EE-—FFT_A=+—HLIHF
E2FEMBREMRBE —
B AEBECDRBRZEHNBER
RETZEHEHEIRBU
TEABE -

The condensed financial statements have been
prepared in accordance with Statement of Standard
Accounting Practice (“SSAP”) 25 “Interim financial
reporting” (“SSAP25”) and the disclosure requirements
set out in Appendix 16 of the Listing Rules of the Stock
Exchange of Hong Kong Limited.

2. PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been
prepared under the historical cost convention. The
accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual
financial statements for the year ended 31st December,
2001 except as decribed below.
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AEA  KEEXARANELES
HEBEAETRE BeR
ER (BERD (ST EKER
F+HKE]) - BEFTEROERT
EREANCEANILESR B
RE - ABEZHTRERD
mRERN ST BB ENER
B OHEBEOLEHBTFEES
BEEEHEBP  UFE—
22575 e

AeERER

BRBEESINSHAERENE L+
T BRREeEREBOSR=ZK
B IRERBZASRE]
[REXB2HEREI R BE
X zReRnEl - NMEREE
BIIMBEXEBZRERE -
REXBZHERELAMEE
BZHRBARERN - MKHBHE
EZREREBINNBEER
ZHRERERN o

ReBWiEREY  2ER
BUHRETDABEREERSEM
BHRE -

BEE

EEBRNDASEEAPARI
REFPHEEMZC W RER
HRREEN MROEEE M
ZFEBAR -

SEEBHMEXBMAIIMT

In the current period, the Group has adopted, for the
first time, the revised Statements of Standard Accounting
Practice 15 Cash Flow Statements issued by the Hong
Kong Society of Accountants (“SSAP 15 (Revised). The
revised Standard has introduced revised disclosure
requirements which have been adopted in these
condensed financial statements. Comparative amounts
for the prior period have been restated in order to achieve
a consistent presentation.

Cash flow statement

In accordance with SSAP 15 (Revised) cash flows are
classified under three headings: “cash flows from
operating activities”, “cash flows investing activities”, and
“cash flows from financing activities”. Interest and
dividends, which were previously presented under a
separate heading, should be clasified on a consistent
basis under either operating, investing or financing
activities. Cash flows arising from taxes on income would
typically be classified as operating activities, unless they
can be separately identified with investing or financing
activities.

In addition, cash equivalents are defined more
restrictively as short-term, highly liquid investments that
are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in
value.

TURNOVER

Turnover represents the amounts received and
receivable, which is net of business tax and sales returns,
for goods sold and services rendered by the Group to
outside customers during the period.

An analysis for the Group’s turnover is as follows:

BEXA=1+HILAKEAR
- -1 k- 3 —ET—F
AREFT AREF
For the six months
ended 30th June,

2002 2001

RMB’000 RMB’000

EmiEE Sales of goods 55,093 33,223
R Services rendered 6,469 5,018
61,562 38,241
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REBFELE-HER - A The Group has only one principal activity, namely the
BE B BlERIEEK design, development, manufacture and sale of machine
K BERAERENEEER tools, precision measuring equipment and precision
BoAEBrEEEREBLR transducers. More than 90% of the Group’s turnover and
REBEADINTREFREA operating result are derived from the People’s Republic
RAEFME (TFE]) M5 o it of China (the “PRC”) market. Accordingly, no segmental
WEERA LB - analysis by activity is presented.
4. HEvls= 4. OTHER REVENUE

BEXB=+HLKEA
—ET_F —EE—F
ARBTFT ARBTFT

For the six months
ended 30th June,

2002 2001
RMB’000 RMB’000
HEWABRE Other revenue mainly comprises:
FITRETLREEFZ  Interest income on deposits with
B B HA banks and other financial institutions 561 1,377
el AR 3R H 3% s Unrealised holding gains on other 2,440 4,502
investments
¥ mEEHRE VAT for new products refunded 1,000 1,700
A BB S RE Interest subsidy from finance bureau 656 733
He®ERA Investment income on other investments 2,625 3,500
5. FEEBANE 5. PROFIT FROM OPERATIONS
FEEBANED M - Profit from operations has been arrived at after charging:
BEAXB=1+HILAKEA
ok -1 Jom i 1 k2
AREFT ARE T
For the six months
ended 30th June,
2002 2001
RMB’000 RMB’000
BrEEmEgHEneE Depreciation and amortisation 9,645 7,894
B3 Amortisation of goodwill
(PEEEER) (included in administrative expenses) 1,221 —
BVEESN Amortisation of intangible assets
(REEHRER) (included in administrative expenses) 1,972 —
BT EEHH Amortisation of prepaid rentals 48 47
TERHEMERNEE Staff costs, including directors’
BEHE remuneration 18,737 13,742
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B8

BREEBRBEBRE-NNZ=F
THAZ T -—HA#EN—HX
o RHMBE  BREBER
—HhANATEEMA+NABREM
R ARAH—AN=F—
A— BRI FEAR
15% 2 RN RS

REFHEBERYOE - KAEE
RPBRRERIZ FRAAER
BEELEELEFEMFERNE
FEHMTEMASEHZES - &
R REBEZHREBDEEZ
FRABAKF RLERBEEDN
A -

HRAQARHANERBANEE
WATFEEBEEERM - Bk R
S BEPTSHE LB -

B E

WA TR R AR H R FE A
R# 158,000t (HHZ =TT —
FRAZFTBHIEAEA AR
#4,245,0007T) MAFEE #HIT
% 15 245,007, 4000% (B & = &
T—FXNAZ=ZFTHIEREAR :
245,007,4000%) 5+ &
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TAXATION

Pursuant to a document issued by the PRC State Tax
Bureau on 21st October, 1993 and confirmed by a notice
issued by the Ministry of Finance and the State Tax
Bureau on 18th April, 1994, the Company’s profit is
subject to income tax at a rate of 15% as from 1st
January, 1993.

Pursuant to the relevant PRC Ex Laws, the Group’s PRC
subsidiaries are entitled to an exemption from PRC
income tax for the two years starting from the first profit
making year. During the period, the taxation charge
represents tax provision for the Group’s PRC
subsidiaries calculated after taking into account of these
tax incentive.

No provision for PRC income tax for the Company has
been made in the financial statements as the Company’s
assessable profit for the period is wholly absorbed by
tax losses brought forward.

EARNINGS PER SHARE

The calculation of earnings per share is based on the
net profit for the period of RMB158,000 (for the six
months ended 30th June, 2001: RMB4,245,000) and the
number of 245,007,400 shares (for the six months ended
30th June, 2001: 245,007,400 shares) in issue
throughout the period.



BEEE 8. PROPERTY, PLANT AND EQUIPMENT
EhEZ
b REHAE BT E@
R FEEREY #ARGE HARRR B3 ] ERIE -1
ARETFT ARBTT AREFT AREFT AREFT AREFT AREFT
Land and
buildings
Land  under medium Furniture,
use termlease  Plantand fixtures and Motor Construction-
rights in the PRC machinery equipments vehicles in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
B E
Cost
RZZEE-_F—F—H 17,568 110,092 200,665 27,480 7,982 35,910 399,697
At 1st January, 2002
wE — 238 941 146 — 9,141 10,466
Additions
ER - — 964 1,201 — (2,165) —
Transfers
HE — (172) (141) (56) (216) 0] (586)
Disposals
RZEE-_F A=1H 17,568 110,158 202,429 28,771 7,766 42,885 409,577
At 30th June, 2002
HEREH
Depreciation and
Amortisation
R-ZZET-_F—F—H 4,194 17,156 77,196 14,502 2,969 672 116,689
At 1st January, 2002
REE LR 160 2,729 4,335 1,781 140 — 9,645
Provided for the period
HE — (22) (118) (55) (58) — (253)
Eliminated on disposals
R-ZE-E£XA=+H 4,354 19,863 81,913 16,228 3,051 672 126,081
At 30th June, 2002
EEFE
Net Book Value
RZEE-_F A=1H 13,214 90,295 120,516 12,543 4,715 42,213 283,496
At 30th June, 2002
RZFT-F+-A=+—H 13,374 92,936 123,469 12,978 5,013 35,238 283,008

At 31st December, 2001
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9. JiE W R 3R 9. TRADE RECEIVABLES
AEEBLETEXSHELEM@A The Group agrees credit terms with trade customers on
T E R IR REARR - an individual basis.
—EB-F —2E2—F
ANB=+H +=B=+—8H
ARBF ARMF T
30th June, 31st December,
2002 2001
RMB’000 RMB’000
FEMBREe D ATAN S ¢ Details of the aging analysis of trade
receivables are as follows:
—F AR Within one year 31,059 32,647
—EZF Between one to two years 8,330 7,013
—EBE=F Between two to three years — 58
=FUE Over three years — 1,535
39,389 41,253
10. HmigE 10. OTHER INVESTMENTS
22 f —E2-5
~B=+H +=B=+—H
ARB T ARBT T
30th June, 31st December,
2002 2001
RMB’000 RMB’000
Hiig& Other investments
KRB ETZRE Listed equity securities in the PRC,
RETE at the market value 11,538 42,130
BB ESH Debt securities
RABFEET 2 BE Government bonds unlised in
K& (fifsE) the PRC, at cost (Note) 50,000 —
61,538 42,130
BieF - KEBEZ B 758 7] % Fh % Note: The Group had consigned a registered security company &
BEEFFELERAAE JE B F 440 B R A A] to manage the government bonds of
HARMS50008 T @ ZIEA RMB50,000,000. The management period was from 5th April,
BRE-—ZEFT-_FMARAZE 2002 to 31st December, 2002. The investment income has
—EFE-F+ZA=+— been fixed at 3% within the management period.
H o ZHHRREF W 2R
E 3% °
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1. RTBEERE2 11. BANK BALANCES AND CASH
- -3 Jomp- 2 —E2-F
~AB=+H +=-A=+-AH
ARBETFT AREF T
30th June, 31st December,
2002 2001
RMB’000 RMB’000
RITEHBFR Time deposits 7,424 7,424
RITEGERAS Bank balances and cash 73,865 107,153
81,289 114,577
12, FERRK 12. TRADE PAYABLES
i 3ot —EE—F
ANA=+H +=-A=+-—AH
ARBETF T AR®TF T
30th June, 31st December,
2002 2001
RMB’000 RMB’000
JENTEREE D TAT - Details of the aging analysis of trade
payables are as follows:
—FE AR Within one year 5,826 7,837
—E_-fF Between one to two years 3,206 1,180
—E=F Between two to three years 928 11
ZFLAE Over three years 853 1,137
10,813 10,165
13. FEBIERRINIA 13. AMOUNTS DUE TO RELATED PARTIES
ERNEEQFHRELSERAR The balances are unsecured, interest-free and repayable
BFE - UARIEFRME- on demand.
14. &R 14. BORROWINGS
ZANHIA - RNEBFHILRITHE During the period, the Group raised new bank loans of
K EARM94,000,000 - EEEE RMB94,000,000. The new bank loans bear interest at
HERMSNBEGFERN—F market rates and are repayable within one year. The bank
NEERE  WAEREER RS loans raised were used as general working capital of
ERERERBDRITER the Group.
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15. B AREE 15. CAPITAL COMMITMENTS
=T —gE-%
~AB=+H +-RA=+-—H
AREFT AREF T
30th June, 31st December,
2002 2001
RMB’000 RMB’000
[ FORERIZZ NN Capital expenditure in respect of
s e the acquisition of property, plant
LERALTLHEE and equipment contracted for but
BEE&E not provided in the
financial statements 3,561 5,489
16. BEKM 16. PLEDGE OF ASSETS
AEEEHFRZz M RERR The Group had pledged land and buildings having a net
£ ANRMBET4,623,000L (=ZF book value of RMB74,623,000 (31st December, 2001:
Z—F+_-_A=+—H8: AR RMB75,400,000) and time deposits of RMB31,818,000
#75,400,0007T) R IR7TE HifE (31st December, 2001: RMB31,818,000) to secure bank
HARM31,818000T (ZEF loans granted to the Group.
—F+ZA=+—8:HAR
#31,818,0007T) E KR FiRTT
ERIBEAEEZ B2 HIF
EIIII °
17. BBRS 17. RELATED PARTY TRANSACTIONS
REERBHANTHRAEEEE During the period, the Group had significant transactions
BREALTRBAREBEHX (5H) with its substantial shareholders, Xian Jiaotong
AT (BIEZEEZKERIR University Industrial (Group) Incorporation (“Jiaotong
BETHRAEEREBALZ Group”) (including its associates as defined by the Listing
Bra ) ([RREE]) RE# Rules, other than members of the Group) and Kun Ji
EERAF(BREZEEZKER Group Company (“Kunji Group”) (including its associates
RAE AR B AR SRR A = as defined by the Listing Rules, other than members of
ZHEEE) ([REEm])#ET the Group) are as follows:
TTAZ%R5
HEREE  MBEENBAET Transactions with the Kunji Group are as follows:
SWT :
BEXA=1+HLKEAR
—ET_-F —ET—F
AR FT AR FIT
For the six months
ended 30th June,
2002 2001
RMB’000 RMB’000
W KEE (FEEa) Utility service income received (note a) — 99
YHREHE (IR Transportation services fees paid (note a) — 42
SER/NCTI= M7 Payment for provision of social, education
HE - HER and medical services to the
BERS GIED) Company’s employees (note b) 590 952
B ITRER(EE) Enviromental charges (note a) 1,044 —
TS ) Rental for land (note c) 204 —
FEME (3F8c) Rental for buildings (note c) 133 —
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MR KNEREHEBEENBEE
ST

Transactions with the Kunji Group are as follows:

BEXA=1+HLKHEAR
—ET_F —ETT—f§
ARB T AR B For

For the six months
ended 30th June,

2002 2001
RMB’000 RMB’000
FEE® GEEd) Rental for buildings (note d) 192 —
SAEEIREZHEA  Guarantee given by the Jiaotong Group
(F&e) (note e) 200 200
AR Notes:
(a) EFRAB UEXZIZTE# (a) In the opinion of the directors, these transactions were carried out at

(b)

(c)

(d)

(e)

77 - fuf I A 77 (B AR AR AN IR B 5
o BB REETREE BEZ MK
HAETT

R=—AN=ZF+—A1THA X%
EHEEEEBNAG T —HA B E
BEHRGIHRHE TREZ Ha# -
WRIFU e - AEBE [FE A E#
EERHAGABZK EEET
Rt EEEE L FE FE A
EERHETRYE  HEPGENE
REFEG A FERIERRE -

BESREME BB AR
HLIXREE REEHES &
FHE - I EFEKE A BERTAFT
BEBERFEFEZIFEF;E A
- HEEEEZBKEE  TE
EREHEBDARIZET a#s
HEREE -

AEFERFEZETFEDRITZ L
W REZEYFEET —HER HE A
BEEEMEIFER - FHEA20F -
B =F M FHEARK408,000
T BEFHLAREA608,000
L LB RIREAEX A ERE
BMBEEREE - FREEHT
CFERAE BB ERZ TIEE
B TUUEET - FUFAES .2 HE
B#HR=-ZFZF—F+-AAAZR
HEE WAAARAGE=ZFTZE=
FZ_AZ+ARAZEGZHTTEL

S AT o

ARARIEFATREZ BA ZEFEK
AREBEFET —HpE  REMH
B ORAKEETHEIERBEAR
B EIEBERMERKERE
B B IR 7 2 1B 15 1R 1% B 7T M1 7T 1B 1%
BE ZpEa —_TE—F1+_H
=t —HEN  BE=F -

R-ZFEF-_FANA=4+H A&
BEAEAEBZ —RIWERAE#HE
8B A A R#200,000 (= FFE—4F 1
ZA=+—H : AK¥200,000) #
RITABEAIER -

(b)

()

(@)

(e)

market price or, where no market price was available, at cost plus a
percentage profit mark up, or determined and agreed by both parties.

On 15th November, 1993, the Company entered into an agreement
with Kunji Group Company relating to the provision of certain services
to each other after the reorganisation in 1993. Pursuant to this
agreement, the Company agreed to provide certain public utility
services available to the Company such as water and electricity to
Kunji Group Company, while Kunji Group Company agreed to provide
certain services to the Company including the use of its fleet of
transport vehicles by the Company for transportation services.

In relation to each category of services rendered, the relevant party is
obliged to pay to the other party a service fee which is reviewed by
both parties on an annual basis and is determined by reference first
to the standards set by the relevant government department for that
particular services.

Upon disposal of its land and buildings to Yunnan Government, the
Group entered into separate agreements to lease back certain land
and buildings for its use for a term of 20 years. The annual rental for
the first three years will be approximately RMB408,000 per annum
for the leaseback land and approximately RMB608,000 per annum
for the leaseback buildings which was determined by reference to
the prevailing market rates as certified by a professional valuer. The
rental will be revised every three years based on marke rates as
certified by professional valuers. DetThe rental will be revised every
three years based on market rates as certified by professional valuers.
Details of these lease arrangement are set out in a circular to
shareholders dated 5th December, 2001. The, as revised by a
supplementary press announcement made by the Company on 25th
December, 2002.

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

At 30th June, 2002, Jiaotong Group had given corporate guarantee

of RMB200,000 (2000: RMB200,000) to a bank to secure bank loan
granted to the Company.
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As at 30th June, 2002, Kunji Group has not given any
corporate guarantee to a bank to secure bank loan
granted to the Group. As at 31st December, 2001, Kunji
Group had given corporate guarantee of RMB40,000,000
to a bank to secure a bank loan ganted to the Group.

18. FEGERNEEEGHER 18. Differences Between PRC Accounting Standards (“PRC
ER GAAP”) and Hong Kong Accounting Standards (“HK
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GAAP”) as applicable to the Company

The major differences between the condensed financial
statements prepared under the PRC Accounting
Standards (“PRC GAAP”) and Hong Kong Accounting
Standards (“HK GAAP”) are as follows:
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Net profit for the six months
ended 30th June,

2002 2001
RMB’000 RMB’000
(Unaudited) (Unaudited)
RIEFE 2 EAR Net profit for the period as per the financial
BB ®mE2FFE statements prepared under PRC GAAP 2,785 2,204
Impact adjustments in respect of :
—REEEHERERH Interest subsidy from the PRC
16 8 1 S T R government recognised as income
A 2R AR A under HK GAAP 656 733
- REEBEHEBER Gain on sales and leaseback transaction
BHETRA deferred under PRC GAAP but recognised
as current year income under HK GAAP (288) —
—HBEHEER(BE Difference on amortisation of goodwill
SHEBENBERA R arising on acquisition of a net liability
BEWIEBHEENE  mF company dealt with directly in reserve
B EAMERRELHNRE under PRC GAAP but recognised as 134 —
EEEBZTRARZESFIE  onintangible asset under the HK GAAP
- REEESHEBER Amortisation of goodwill arising on
BHna acquisition of subsidiaries under HKGAAP (389) —
—RIEEB G EHEA Reversal of allowance for bad debts of (2,740) —
B EFBAFARZER subsidiaries previously acquired adjusted
EHRFREDE goodwill under HK GAAP
— B AR A W ATER 2 K Unrealised holding gains on
MHER other investments as income
under HK GAAP — 4,502
—RIEEB ST EHAEL Impairment loss on property, plant and — (3,395)
MEHETEE equipment charged directly to the
income statement under HK GAAP
- REEESHEHELM Reversal of amortisation of deferred costs — 201
REBBSHEBELRS Net profit as per the financial
B HE statements prepared under HK GAAP 158 4,245
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HESEEREZVE Impact on the consolidated net assets
k-1 Ju 3 —2T-5
~B=+H +=RA=+—H
ARBFL ARBTF T
(KAE#ET) (RAEEELT)
As at As at
30th June, 2002 31st December, 2001
RMB’000 RMB’000
(Unaudited) (Unaudited)
1R 45 AP B & 5122 1) 4R 1 B 75 Net assets as per financial
WECEETE statements prepared under
PRC GAAP 501,953 499,034
BEREA G EBER HEIPRH Interest subsidy from the PRC
HIMSE AR R 2 B government recognised as income
R EETON under HK GAAP only when the
related interest expenses
were incurred (656) (1,312)
BEEEETERERR Gain on sale and lease back
BESHRA transaction deferred under but
recognised as current
period income under HK GAAP 8,000 8,288
BEZETRE (BEEE Goodwill arising on acquisition of
BEABRA—IBEE M a net liability company dealt with
FE T EAERFEE) directly in reserve under PRC GAAP
but recognised as an intangible
asset under HK GAAP 1,666 1,666
BERES T EHER#H Amortisation of goodwill arising on
mE acquisition of subsidiaries
under HKGAAP (389) —
BEEAGHERENFE Reversal of allowance for bad debts
EFEBAFRAI 2 EIRER of subsidiaries previously acquired
EHERE adjusted goodwill under HK GAAP (2,740) —
REER G EHERGEH Net assets as per financial statements
BHBREAZEERE prepared under HK GAAP 507,834 507,676
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Note:

There are also other differences in balance sheet items due to

differences in classification between the PRC GAAP and the HK GAAR.

19. The results announcement containing all the information
as required by the paragraphs 46(1) to 46(6) of Appendix
16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) will be published on the website of the Stock
Exchange in due course.
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