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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

1. GENERAL

The Company was reorganised in the People's Republic of China
(the “PRC") into a Sino-foreign joint venture joint stock limited
company on 18th May, 1994 as part of a reorganisation of a state-
owned enterprise Ei2/58 (58) AR A A (“Qingling Group”),
and EH#/SEAFR LA (“Qingling”), a Sino-foreign equity joint
venture company. Prior to the reorganisation, Qingling Group and
Qingling separately owned the operations and the relevant assets
and liabilities relating to various automobile manufacturing
processes. Pursuant to the reorganisation, certain of the operations
and the relevant assets and liabilities of Qingling Group and other
assets of the remaining shareholders of Qingling were reorganised
and injected into Qingling which was reorganised and converted
into a Sino-foreign joint venture joint stock limited company (the
“Reorganisation”). Qingling Group becomes the ultimate holding
company of the Company subsequent to the Reorganisation.

The Company and its subsidiaries are engaged in the production
and sale of Isuzu light-duty trucks, multi-purposes vehicles, pick-up
trucks, heavy-duty trucks, other vehicles and automobile parts and
accessories.

2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Group has adopted for the first time a
number of new and revised Statements of Standard Accounting
Practice (“SSAP"s) issued by the Hong Kong Society of
Accountants.

SSAP 1 (Revised) Presentation of financial statements

SSAP 11 (Revised) Foreign currency translation

SSAP 15 (Revised) Cash flow statements

SSAP 34 Employee benefits
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (Cont’d)

Adoption of these new and revised SSAPs has resulted in a change
in the format of presentation of the consolidated cash flow
statement and the inclusion of a consolidated statement of
changes in equity, but has no significant effect on the results of
the current or prior years. Accordingly, no prior period adjustment
is required.

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under historical cost
convention.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong which are
set out as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st

December each year.

All significant intercompany transactions and balances within the
Group have been eliminated on consolidation.

Revenue recognition

Sales of goods are recognised when goods are delivered and title
has been passed.

Interest income from bank deposits is accrued on a time basis by
reference to the principal outstanding and at the interest rate
applicable.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Property, plant and equipment

Property, plant and equipment other than construction in progress
are stated at cost less accumulated depreciation and amortisation
and any identified impairment losses.

The gain or loss arising from disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sale proceeds and the carrying amount of the asset
and is recognised in the income statement.

Construction in progress is stated at cost which includes all
development expenditure and other direct costs, including interest
expenses and foreign exchange differences which are regarded as
adjustments to interest cost, attributable to such projects. Costs
on completed construction works are transferred to the appropriate
categories of property, plant and equipment.

No depreciation is provided in respect of construction in progress.

Depreciation and amortisation is provided to write off the costs of
other property, plant and equipment other than construction in
progress, both newly acquired assets and used assets acquired as
part of the Reorganisation, over their estimated useful lives after
taking into account their estimated residual values, using the
straight line method, at the following rates per annum:

Land under medium term lease Over the term of the lease
Buildings 5%
Moulds, plant and machinery Over the expected production

volume or 10% (see below)

Furniture, fixtures and equipment 20%
Motor vehicles 20%
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Property, plant and equipment (Cont’d)

Specialised production facilities and moulds which can be identified
in relation to specific production processes are depreciated by
reference to the expected production volume of these facilities and
moulds. Other moulds, plant and machinery which are for general
production purposes are depreciated on a straight line basis at
10% per annum.

Used assets acquired as part of the Reorganisation are depreciated
over their estimated remaining useful lives as determined by the
directors by reference to estimates made by an independent
valuer.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. Impairment
losses are recognised as expenses immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Capitalisation of borrowing costs

Borrowing costs which include appropriate exchange differences
and direct issuance costs incurred on convertible bonds, directly
attributable to the acquisition, construction or production of
qualifying assets, i.e. assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of
such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs capitalised.

All other borrowing costs are recognised as an expense in the
period in which they are incurred.

Intangible assets

Payments of technology transfer fees and lump sum royalties
under technology transfer agreements with Isuzu Motors Limited
(“lsuzu”) are capitalised as intangible assets and are amortised
over their economic useful lives ranging from ten years to thirteen
years, commencing from the use of the technologies in production.
Continuing royalties payable to Isuzu under the technology transfer
agreements are charged to the income statement as and when
incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost, which comprises all costs of purchase and, where applicable,
costs of conversion and other costs that have been incurred in
bringing the inventories to their present location and condition, is
calculated using the standard cost method which approximates
actual cost calculated on a weighted average basis. Net realisable
value represents the estimated selling price in the ordinary course
of business less the estimated costs of completion and the
estimated costs necessary to make the sale.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Convertible bonds

Convertible bonds are separately disclosed and regarded as
liabilities unless such convertible bonds have been actually
converted.

The cost incurred in connection with the issue of convertible bonds
are deferred and amortised on a straight line basis over the lives of
the convertible bonds from the date of issue of the bonds to their
final redemption date. If any of the bonds are purchased and
cancelled, redeemed, or converted prior to the final redemption
date, an appropriate portion of any remaining unamortised costs
will be charged immediately to the income statement.

Research and development costs

Expenditure on research and development is charged to the
income statement in the year in which it is incurred except where
a major project is undertaken and it is reasonably anticipated that
the development costs will be recovered through future
commercial activity. Such development costs are deferred and
written off over the life of the project from the date of
commencement of commercial operation subject to a maximum
period of five years.

Taxation

The charge for taxation is based on the results for the year after
adjusting for items which are non-assessable or disallowed. Timing
differences arise from the recognition for tax purposes of certain
items of income and expense in a different accounting period from
that in which they are recognised in the financial statements. The
tax effect of timing differences, computed under the liability
method, is recognised as deferred taxation in the financial
statements to the extent that it is probable a liability or an asset
will crystallise in the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
Operating leases

Rentals payable under operating leases are charged to the income
statement on a straight line basis over the relevant lease term.

Foreign currency translations

The Group maintains its books and records in Renminbi. Foreign
currency transactions are re-translated into Renminbi at the
applicable rates of exchange ruling at the dates of transactions
quoted by the People’s Bank of China (“PBOC"). Monetary assets
and liabilities denominated in foreign currencies are translated into
Renminbi at the applicable rates of exchange ruling on the balance
sheet date quoted by the PBOC. Foreign currency translation
differences relating to funds borrowed to finance the construction
of property, plant and equipment and which are regarded as an
adjustment to interest costs are capitalised during the construction
period, if any. All other exchange differences are dealt with in the
income statement.

Retirement benefit scheme

The retirement benefit scheme cost charged to the income
statement represents the amount of contributions paid and payable
by the Group during the year to its ultimate holding company
reimbursing the latter's contributions to a defined contribution
scheme administered by the municipal government. Details of
such scheme are set out in note 36.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

4. TURNOVER

Turnover represents the amounts received and receivable for
goods sold by the Group to outside customers and is stated net of
returns and consumption tax payable.

2002 2001
AREFT  ARETRT
RMB'000 RMB’000
Analysis of the turnover is as follows:
Sales of trucks and vehicles 3,231,865 3,303,879
Sales of automobile parts and accessories 8,098 77,691
Less: Consumption tax (21,205) (49,441)
3,218,758 3,332,129

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(a) Business segments

For management purposes, the Group is currently engaged in the
manufacture and sales of six series of products — light-duty

trucks, multi-purposes vehicles, pick-up trucks, heavy-duty trucks,
other vehicles and automobile parts and accessories.

Principal business segments are as follows:

Light-duty trucks — manufacture and sales of light-duty
trucks

Multi-purposes — manufacture and sales of

vehicles multi-purposes vehicles

Pick-up trucks — manufacture and sales of pick-up trucks

Heavy-duty trucks — manufacture and sales of heavy-duty
trucks

Other vehicles — manufacture and sales of vehicles other

than those identified as above
Automobile parts and — manufacture and sales of automobile

accessories parts and accessories
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

e

(Cont’d)

(a) Business segments (Cont’d)

(i

ended 31st December,

BUSINESS AND GEOGRAPHICAL SEGMENTS

Segment information about these businesses for the year
2002 is presented below:

AR
SHERE SHRBH
BABAE Multi- RFE BRE H{)S¥E  Automobile
Light-duty purposes Pick-up Heavy- Other parts and e
trucks vehicles trucks duty trucks vehicles accessories Consolidated
ARETT ARETT ARETT AREFT AR¥TT AR¥FT ARETT
RMB’000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
INCOME STATEMENT
Turnover 1.639,134 530,117 858,207 175,623 7,579 8,098 3,218,758
Result
Segment result 51,982 89,742 96,673 11,568 976 7,204 258,145
Unallocated corporate
expenses (20,077)
Finance costs, net of
interest income (63,932)
Profit before tax 174,136
Taxation (25,448)
Profit before minority
interests 148,688
Minority interests (1,863)
Net profit for the year 146,825
BALANCE SHEET
Assets
Segment assets 1,220,517 795,356 802,758 1,172,738 4,466 37,317 4,033,152
Commonly used assets
— property, plant and
equipment 2,304,173
— inventories 101,615
Unallocated corporate
assets 2,327.405
Consolidated total
assets 8,766,345
Liabilities
Segment liabilities 114,482 16,405 27,937 3,429 89 97 162,439
Unallocated trade
and other payables 774,343
Unallocated corporate
liabilities 901,244
Consolidated total
liabilities 1,838,026
AE
SNERE BHEBH
BEHRE Multi- BFE EEE  E#SE  Automobile
Light-duty purposes Pick-up Heavy-duty Other  parts and
trucks vehicles trucks trucks vehicles i
AREFT ARETT ARETR ARETT ARETT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
OTHER INFORMATION
Additions of property,
plant and equipment 42,160 12 182 145,462 — — 24,482 212.398
Amortisation of intangible assets 6,665 4,645 5417 5,866 — — — 22,593
Depreciation and amortisation of
property, plant and
equipment 74,440 11,693 32,993 6,708 = = 19,018 144,852
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Cont’d)

(a) Business segments (Cont’d)

(i) Segment information about these businesses for the year
ended 31st December, 2001 is presented below:

AE

E2L ) BHEBH

BEHRE Multi- BEFE EEE Hft)S¥E  Automobile
Light-duty purposes Pick-up Heavy- Other parts and Se
trucks vehicles trucks duty trucks vehicles accessories Consolidated

AREFT ARETT AREFT ARETT AREFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB’000

INCOME STATEMENT

Turnover 1,301,283 1,080,002 815,579 57,428 146 77,691 3,332,129
Result
Segment result 102,820 229,929 102,245 4,501 17 6,545 446,057

Unallocated corporate

expenses (19,445)
Finance costs, net of

interest income (115,932)
Profit before tax 310,680

Taxation (45,869)

Profit before minority

interests 264,811
Minority interests (2,193)
Net profit for the year 262,618

BALANCE SHEET
Assets
Segment assets 1,662,591 993,081 692,310 1,016,434 11,120 62,835 4,438,371

Commonly used assets
— property, plant and

equipment 2,320,492
— inventories 93,511
Unallocated corporate

assets 2,240,046

Consolidated total

assets 9,092,420
Liabilities
Segment liabilities 16,499 22,243 6,876 31,967 — — 77,585

Unallocated trade

and other payables 1,007,070
Unallocated corporate

liabilities 1,850,117

Consolidated total

liabilities 2,934,772
RE
SHHRE RHRBH
BAHRE Multi- BFE L {98 Automobile
Light-duty purposes Pick-up Heavy-duty Other  parts and AR 58
trucks vehicles trucks trucks vehicles ies  Unall d C i
ARBFT ARBTT ARBTT ARBTT ARKTT ARETT ARKFT ARKT:T

RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000 RMB’000

OTHER INFORMATION
Additions of property,

plant and equipment 70 102 102 62,645 — — 13,151 76,070
Amortisation of intangible assets 5,442 3,934 3,680 2321 = = 4,894 20,271
Depreciation and amortisation of

property, plant and

equipment 54,114 28,935 27,666 2,164 — — 13,443 126,322
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

(ii)

BUSINESS AND GEOGRAPHICAL SEGMENTS
(Cont’d)

Geographical segments

All of the production facilities of the Group are located in the
PRC and substantially all of the sales of the Group are also
made in the PRC. The Group has made limited export sales to
Japan and certain Western countries which accounted for
less than 1% of the Group's turnover and profit for both years
presented.

All of the carrying amount of segment assets and liabilities
and additions to property, plant and equipment and intangible
assets are located in the PRC for both years presented.

OTHER OPERATING INCOME

2002 2001
ARBFT  ARETT
RMB 000 RMB'000

Other operating income includes:

Interest income from bank deposits and balances 36,265 23,964
Net exchange gain 19,013 22,745
Income from renting of moulds and tooling equipment 3,690 3,188
Gain on disposal of property, plant and equipment 5 —
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER, 2002

7. PROFIT FROM OPERATIONS

2002 2001
ARETT ARETRT
RMB’000 RMB'000
Profit from operations has been arrived
at after charging:
Auditors' remuneration
— current year 2,705 2,718
— overprovision in prior year (333) =
2,372 2,718
Salaries and other payments and benefits 58,252 47,288
Retirement benefits scheme contributions 6,922 8,605
Total staff costs (including directors’ and supervisors'
remuneration (see note 8)) 65,174 55,893
Amortisation of intangible assets (included in cost
of sales) 22,593 20,271
Depreciation and amortisation of property, plant
and equipment 144,852 126,322
Loss on disposal of property, plant and equipment — 12
Minimum lease payments under operating leases
in respect of rented premises 2,905 6,662
Research and development costs 2,554 9,093
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8. EZRESHMS 8. DIRECTORS’ AND SUPERVISORS’ REMUNERATION

2002 2001
ARBFT  ARETT
RMB000 RMB’000

EBE Directors
we Fees:
1T Executive — —
BAUEHRT Independent non-executive = =
HEe TES) Other emoluments (executive directors);
e REMB Salaries and other benefits 781 687
RINE ST EIH K Retirement benefit scheme contributions 28 35
809 722
EE Supervisors
e Fees = =
Heb e Other emoluments:
e REMBER Salaries and other benefits 23 32
NEREHIEL Performance related incentive payments 57 39
RIRE S 2R Retirement benefit scheme contributions 9 12
89 83
M 20024F K 2001 2 A & & All the five highest paid individuals of the Group for 2002 and 2001
BRI EHEES - were directors.

46



%R R

#H 2002 F£128 318 It & &

9. HERAK

ARRFERNERER ZRITEHKZ
MEX i

AR AR M B

A RERIRTERER

BEAIARESFCERETER

A RERIBTERER

RREFCERRTEREE R H

R RERIRTRRER

At ER

BETERA

47

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER, 2002

9. FINANCE COSTS

2002 2001
ARETT ARETRT
RMB’000 RMB'000
Interest expense on bank borrowings
wholly repayable within five years 93,877 112,763
Interest expense on convertible bonds 2,352 30,753
Less: Amount capitalised in construction in progress (969) (12,670)
95,260 130,846
Amortisation of direct issuance costs of
convertible bonds 260 7,704
Less: Amount capitalised in construction in progress (107) (3,174)
153 4,530
Direct issuance costs of convertible bonds written
off upon conversion of convertible bonds — 211
Less: Amount capitalised in construction in progress — (87)
— 124
Other financial expenses 4,784 4,396
Total finance costs 100,197 139,896
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

10. TAXATION

All PRC domestic enterprises are subject to an unified income tax
rate of 33% on their taxable profits. The Company is a foreign
investment enterprise of a production nature established in a
coastal economic open zone. Accordingly, the Company, as
confirmed by the Chongging Tax Bureau, was subject to PRC
Enterprise Income Tax at the rate of 24% under the Income Tax
Law of the PRC for Enterprises with Foreign Investment and
Foreign Enterprises in the previous years. Pursuant to the “Notice
of certain measures for implementation of exploration and
development of western zone” issued by the State Council of the
PRC, domestic investment enterprises and foreign investment
enterprises located in the western zone of the PRC of a production
nature and are engaged in the business encouraged by the State
Government are entitled to PRC Enterprise Income Tax at the rate
of 15% effective from 1st January, 2001. Accordingly, the
Company, as confirmed by the Chongging Branch Office of the
State Tax Bureau, is subject to PRC Enterprise Income Tax at the
rate of 15% effective from 1st January, 2001.

The Company’'s subsidiaries are sino-foreign joint venture limited
liability companies established in the PRC. As these subsidiaries
are engaged or to be engaged in the production of advanced
technology products and are located in New and High Technology
Development Zone of Chongging, accordingly, these subsidiaries,
as confirmed by the Chongging Tax Bureau, are subject to PRC
Enterprise Income Tax at the rate of 15% and are exempted from
income tax for the first two profitable years of operations and,
thereafter, are entitled to 50% relief from income tax for the next
three years under the Income Tax Law of the PRC for Enterprises
with Foreign Investment and Foreign Enterprises. During the year,
Enterprise Income Tax has been provided in the financial
statements for one of the subsidiaries at 50% of the applicable tax
rate as it is under the income tax relief. Another subsidiary of the
Company has not yet commenced business and therefore no
income tax has been provided.

No deferred taxation has been provided as there is no significant
timing differences.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

11. NET PROFIT FOR THE YEAR

According to the Company’'s Articles of Association, for the
purpose of determining the amount of profit available for
distribution, the amount shall be deemed to be the lesser of the
amount of profit determined in accordance with PRC accounting
standards and regulations and the amount of profit determined in
accordance with either International Accounting Standards or
accounting principles generally accepted in Hong Kong.

The profit of the Company for a financial year shall be applied in
accordance with the following order:

(i)  making up losses;
(i) allocation to statutory surplus reserve fund;
(iii)  allocation to statutory public welfare fund;

(iv) if there are preference shares, payment of dividends in
respect of preference shares;

(v) allocation to discretionary surplus reserve fund; and
(vi) payment of dividends in respect of ordinary shares.

The detailed proportion of distribution in respect of items (ii) to (vi)
above for any financial year shall be formulated by the Board of
Directors in accordance with the operational conditions of the
Company and its development requirements and shall be
submitted to shareholders’ general meeting for approval.

12. TRANSFER TO STATUTORY SURPLUS RESERVE
FUND AND STATUTORY PUBLIC WELFARE FUND

The amount transferred to statutory surplus reserve fund is based
on 10% (2001: 10%) of the profit after tax for the year of the
Company and one of its subsidiaries prepared in accordance with
PRC accounting standards and regulations. The amount shall be
submitted to shareholders’ general meeting for approval.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

12. TRANSFER TO STATUTORY SURPLUS RESERVE
FUND AND STATUTORY PUBLIC WELFARE FUND
(Cont’d)

The amount transferred to statutory public welfare fund is based
on 10% (2001: 10%) of the profit after tax for the year of the
Company prepared in accordance with PRC accounting standards
and regulations. The amount shall be submitted to shareholders’
general meeting for approval.

13. TRANSFER TO DISCRETIONARY SURPLUS
RESERVE FUND

The amount transferred to discretionary surplus reserve fund is
based on 30% (2001: 30%) of the profit after tax for the year of a
subsidiary of the Company prepared in accordance with PRC
accounting standards and regulations.

14. DIVIDEND
2002 2001
ARETT ARETRT
RMB'000 RMB’000
Final dividend proposed of RMB0.05
(2001: RMBO0.05) per share 124,113 124,113

The proposed final dividend of RMB124,113,413 (2001:
RMB124,113,413) is calculated based on 2,482,268,268 (2001:
2,482,268,268) shares in issue on 22nd April, 2003.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

15. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share for the

year ended 31st December, 2002 is based on the following data:

Earnings

Net profit for the year and earnings

for the purpose of basic earnings per share
Effect of dilutive potential shares:

3.5% convertible bonds due in 2002

Earnings for the purposes of diluted
earnings per share

Number of shares

Weighted average number of shares
for the purpose of basic earnings per share
Effect of dilutive potential shares:
3.5% convertible bonds due in 2002
Option granted to Qingling Group

Weighted average number of shares
for the purpose of diluted earnings
per share

2002 2001
AREFT  ARETIL
RMB’000 RMB'000
146,825 262,618

1,175 15,370

148,000 277,988

2002 2001
2,456,078,441 2,006,206,344
13,324,226 184,407,615
12,865,601 191,396,795
2,482,268,268 2,382,010,754
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

16. PROPERTY, PLANT AND EQUIPMENT

EREZ
A E
At A EE & kB
Land under R kR
medium Moulds,  Furniture, RE HEIR
term lease BF plant and fixtures and Motor Construction st
in the PRC Buildi inery i vehicles in progress Total
AREFT ARETT AREFT ARETT ARETT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
THE GROUP
CosT
At 1st January, 2002 59,459 624,666 3,695,522 50,908 19,5633 174,269 4,624,357
Additions — — 3,443 — — 208,956 212,398
Reclassifications — 8,798 60,901 1,357 153 (71,209) =
Disposals — — (571) (30) = = (601)
At 31st December, 2002 59,459 633,464 3,759,295 52,235 19,686 312,015 4,836,154
DEPRECIATION AND
AMORTISATION
At 1st January, 2002 9,117 122,604 565,767 21,767 14,883 = 734,138
Provided for the year 1,189 29,337 109,078 4,307 941 = 144,852
Eliminated on disposals = = (189) (27) = = (216)
At 31st December, 2002 10,306 151,941 674,656 26,047 15,824 = 878,774
NET BOOK VALUES
At 31st December, 2002 49,153 481,523 3,084,639 26,188 3,862 312,015 3,957,380
At 31st December, 2001 50,342 502,062 3,129,755 29,141 4,650 174,269 3,890,219
THE COMPANY
COST
At 1st January, 2002 59,459 593,164 3,568,289 50,908 19,204 3,997 4,295,021
Additions = = 3,443 = = 116,357 119,800
Transfer from a subsidiary — — — — — 402 402
Reclassifications = 8,798 60,901 1,357 163 (71,209) =
Disposals — — (571) (30) — — (601)
At 31st December, 2002 59,459 601,962 3,632,062 52,235 19,357 49,647 4,414,622
DEPRECIATION AND
AMORTISATION
At 1st January, 2002 9,117 115,742 536,010 21,767 14,744 = 697,380
Provided for the year 1,189 27,920 106,248 4,307 904 — 140,568
Eliminated on disposals — — (189) (27) — — (216)
At 31st December, 2002 10,306 143,662 642,069 26,047 15,648 — 837,732
NET BOOK VALUES
At 31st December, 2002 49,153 458,300 2,989,993 26,188 3,709 49,647 3,576,890
At 31st December, 2001 50,342 477,422 3,082,279 29,141 4,460 3997 3,597,641
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

16.

Notes:

(ii)

(iii)

PROPERTY, PLANT AND EQUIPMENT (Cont’d)

In May 1994, the Company was granted the rights to use the land, on which
the buildings of the Group are situated, by the relevant PRC authorities for a
period of fifty years.

Included in the cost of property, plant and equipment are net interest
expenses, amortisation of direct issuance costs of convertible bonds and
written off direct issuance costs of convertible bonds capitalised of
approximately RMB55,612,000 (2001: RMB54,643,000), RMB12,937,000

(2001: RMB12,830,000) and RMB214,000 (2001: RMB214,000) respectively.

At the balance sheet date, the carrying amount of property, plant and
equipment includes assets with aggregate cost of RMB112,846,000 (2001:
RMB118,202,000) and
RMB24,019,000 (2001: RMB20,329,000) in respect of moulds, plant and
machinery leased to Qingling Group under an operating lease. Depreciation of
RMB3,690,000 (2001: RMB3,188,000) was charged on these assets during the

year. Rental income earned by the Group represented the reimbursement from

accumulated depreciation and amortisation of

Qingling Group for the depreciation charge of the respective assets incurred

by the Group during the year.
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#H 22002 F 128318 IEF E FOR THE YEAR ENDED 31ST DECEMBER, 2002
17. BEREE 17. INTANGIBLE ASSETS
AEERADNT
THE GROUP
AND THE COMPANY
2002 2001

ARBFT  ARETT
RMB000 RMB’000

RAE COST

H& At 1st January 239,854 239,854
20 Additions 11,729 =
HRE At 31st December 251,583 239,854
B AMORTISATION

iR At 1st January 102,277 82,006
FERE Provided for the year 22,593 20,271
HR & At 31st December 124,870 102,277
REFE NET BOOK VALUE

HRE At 31st December 126,713 137,677
H& At 1st January 137,577 157,848
LB EERREBERA TR 2R The amount represents technology transfer fees paid and payable
88 2 ek PT B A R B A 2 B2 under the technology transfer agreements with Isuzu.

EEE
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18. RMBARAZKRE

FEMARRE  RABAERKAME

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

18. INVESTMENTS IN SUBSIDIARIES

VN
THE COMPANY
2002 2001
ARETT  ARETRT
RMB’000 RMB'000
Unlisted investments, capital
contribution at cost 175,392 175,392

Particulars of the Company’s subsidiaries at 31st December, 2002
are as follows:

R-_ZET-_F+-A=+—H &
B8R 5l 2 i B A R HY R 48 & K a0
T~
EEAR
Country of
MEAR AR registration

Name of subsidiary

EREEREAGRAR
([BiREA])
("Qingling Moulds")

BEREEREMH L

REERGR - HBRRLRAE

EABEER -

515

and operation

Bl —
moaE
%

PRC —
Sino foreign
equity joint
venture

hE —
oG &
¥
PRC —
Sino foreign
equity joint
venture

atff R R & A
Registered capital

21,500,000% T
US$21,500,000

29,980,000 7T
US$29,980,000

the year.

HAAREEREEZ
HAMEREER G
Percentage of nominal
value of registered
capital directly held
by the Company

51%

51%

FTEXHK

Principal activities

NEEEEE
HEZHE
RE

Production of moulds
for the manufacture
of automobile parts

RAEE
Not yet commenced
business

The subsidiaries had no debt securities outstanding at the end of
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

19. DEPOSITS PAID IN RESPECT OF PURCHASE OF
PROPERTY, PLANT AND EQUIPMENT

THE GROUP

The amount represents deposits paid for the purchase of property,
plant and equipment.

THE COMPANY
Included in the deposits is an amount of RMB221,663,000 (2001:

RMB204,793,000) representing the deposits paid to Qingling
Moulds for purchase of moulds.

20. INVENTORIES

AEERARA
THE GROUP
AND THE COMPANY

2002 2001
ARETT ARETRT
RMB’000 RMB’000
Raw materials 1,326,045 1,153,261
Work in progress 15,880 34,923
Finished goods 137,484 243,140
1,479,409 1,431,324

At the balance sheet date, the balance of inventories included
finished goods of RMB4,549,000 (2001: RMB11,120,000) which
are carried at net realisable value. All other inventories are carried
at cost.
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21. ERER - B RAMAR 21. TRADE RECEIVABLES, DEPOSITS AND

S| PREPAYMENTS
REER  BUERR -« e KFEN At the balance sheet date, the balance of trade receivables,
RIERBERKNERER - RER deposits and prepayments includes amounts due from Qingling
SEzZEWBRG 2 EMER Group and subsidiaries of Qingling Group as follows:

W BEAT

A%H AAT
THE GROUP THE COMPANY
2002 2001 2002 2001
AREFT ARMTE ARETT ARETFL
RMB’000 RMB'000 RMB’000 RMB’000

ER&E Qingling Group 11,717 30,189 11,226 31,173
BREEZHBAR Subsidiaries of
Qingling Group 2,368 — — —
14,085 30,189 11,226 31,173
MRIAREER  RERREK These amounts are unsecured, interest free and repayable on
Ei‘wmi% demand.
REEH » AEB 2 KRR As at balance sheet date, the aged analysis of trade receivables of
DI - the Group is as follows:
2002 2001
AREFT AREFT
RMB'000 RMB'000
38 A AR Within 3 months 271,478 543,129
3Z6{H A Between 3 to 6 months 95,395 86,811
721218 A Between 7 to 12 months 31,671 93,423
1EE2E Between 1 to 2 years 31,691 21,498
VESV Over 2 years 6,493 31,586
436,628 776,447
REBEGTER 2EABBEIOKRE The Group allows a credit period ranging from 90 to 180 days to its
180K ° customers.
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22. BRERE 22. BILLS RECEIVABLES

e

W

F REBE 2 EWEERRER As at balance sheet date, the aged analysis of bills receivables of
: the Group is as follows:

o x
BN
oH
i

=i
aE
-
— 1m

2002 2001
ARBFT  ARETT
RMB000 RMB’000

B A LAR Within 1 month 119,536 119,781
12218 A Between 1 to 2 months 83,791 114,550
22318 A Between 2 to 3 months 72,276 102,650
4Z61H A Between 4 to 6 months 106,385 209,455
381,988 546,436
FlEWERIEARITERLESR - H All the above bills receivables are guaranteed by banks and their
Z|EFH 30K E 180K ° expiry dates ranged from 30 to 180 days.
23. BAK 23. SHARE CAPITAL

- EBRTRAR
Registered,
issued and fully paid

2002 2001
ARETT  ARETRT
RMB’000 RMB'000

F R At beginning of the year 2,027,064 2,002,403
B AR E S M EITHR Issue of H shares upon conversion of

Convertible Bonds 231,588 24,661
TEEREERREMETAER Issue of Domestic shares upon the exercise

of option granted to Qingling Group 223,616 —
FRE At end of the year 2,482,268 2,027,064
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

23. SHARE CAPITAL (Cont’d)

RHEE
Number of Shares

2002 2001

FIT Fr

‘000 ‘000

Shares of RMB1 each

— Domestic shares 1,243,616 1,020,000
— H shares 1,238,652 1,007,064
2,482,268 2,027,064

Except for the currency in which dividends are paid and the
restrictions as to whether the shareholders can be PRC investors
or foreign investors, Domestic shares and H shares rank pari passu
in all respects with each other.

On 22nd January, 2002 (the “Maturity Date"”), the 3.5% convertible
bonds of the Company (“Convertible Bonds”) expired and the
conversion price of the Convertible Bonds was reset to HK$3.15
per H Share, being 70% of the conversion price of the Convertible
Bonds in effect on the same date (the “Final Conversion Price”).
As the manager of the Convertible Bonds had, at the time of issue
of the Convertible Bonds, exercised the option to irrevocably
convert any remaining Convertible Bonds on the Maturity Date, the
principal amount of the Convertible Bonds in the sum of
US$94,263,000 on the Maturity Date had accordingly been
converted into 231,587,731 H Shares at the Final Conversion Price.

Additionally, as Qingling Group's percentage of shareholding in the
Company had dropped to approximately 49.88% on the Maturity
Date as a result of the above conversion, Qingling Group has
exercised its right under the Qingling Group Option Agreement to
subscribe for 223,616,403 Domestic Shares for cash also at the
Final Conversion Price. Upon the subsequent allotment of the
Domestic Shares by the Company to Qingling Group, the
percentage of shareholdings of Qingling Group in the enlarged
share capital of the Company has been restored to 50.1%.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

23. SHARE CAPITAL (Cont’d)

In the prior year, a total amount of US$14,340,000 Convertible
Bonds were converted into new H Shares of the Company. As a
result, the Company allotted 24,661,608 new H Shares to the
holder of US$14,340,000 Convertible Bonds.

24. SHARE OPTION

Pursuant to the Qingling Group Option Agreement, the Company
granted to Qingling Group an option which was exercisable on or
prior to the maturity date of the Convertible Bonds or such later
date as required by the PRC government to subscribe additional
Domestic Shares at a price per Domestic Share equal to the
conversion price per H Share then in effect for the Convertible
Bonds if Qingling Group owned not more than 50% of the
outstanding issued share capital of the Company as a result of the
issuance of new H Shares upon conversion of the Convertible
Bonds. Pursuant to the terms of this agreement, immediately
following the full exercise of such option, the Qingling Group's
total shareholding shall be more than 50% but not more than 51%
of the then outstanding issued share capital of the Company.

On the Maturity Date, Qingling Group has exercised its right under
the Qingling Group Option Agreement to subscribe for
223,616,403 Domestic Shares at a price of HK$3.15 per share.
Upon the allotment of such Domestic Shares by the Company to
Qingling Group, the percentage of shareholdings of Qingling Group
in the enlarged share capital of the Company has been restored to
50.1% (see note 23).
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25. f#& 25. RESERVES

EEAME EEAES
BRARE BERLAER Statutory Statutory BERF RERE
Share Capital surplus public Accumulated Dividend B
premium reserve reserve fund welfare fund profits reserve Total
AREFT ARMFT AREFT AREFT ARETFT ARETT ARETT
RMB’000 RMB'000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000

LS| THE COMPANY
20011818 At 1st January, 2001 595,304 572,206 283,934 283,934 1,084,729 200,240 3,020,347
BAMRRESAFHRAEEZEE Premium arising on

conversion of Convertible

Bonds into new H shares 97,249 = = = = = 97,249
R Net profit for the year — — — — 260,335 — 260,335
FREEA Appropriation for the year — — 26,190 26,190 (52,380) — —
X 420004 [ 2 2000 dividend paid — — — — — (200,240) (200,240)
2001 F2ER S Proposed 2001 dividend — — — — (124,113) 124,113 —
#2001412A318 At 31st December, 2001 692,553 572,206 310,124 310,124 1,168,571 124,113 3,177,691
BRAMRRESAFHRAEEZEE Premium arising on

conversion of Convertible

Bonds into new H shares 548,891 = = = = = 548,891
TEEREBBRERTNERMEEZHE Premium arising on

issuance of Domestic
Shares upon exercise
of Qingling Group

share option 523,461 — — — — — 523,461

Net profit for the year — — — — 146,176 — 146,176

Appropriation for the year — — 14,420 14,420 (28,840) = =

¥ 42001 RS 2001 dividend paid — — — — — (124,113) (124,113)
20026 2A MRS Proposed 2002 dividend — — — — (124,113) 124,113 —
720024128318 At 31st December, 2002 1,764,905 572,206 324,544 324544 1,161,794 124,113 4,272,106
AR EFE 2 EE  FIBHRN Movements in reserves of the Group are set out in the
PMIEMRFEIN B SEREF R - consolidated statement of changes in equity on page 31 of the

financial statements.

RAEEREKQT THE GROUP AND THE COMPANY

BARNESERE —EFNBEHARE The capital reserve includes an amount of approximately
572,206,0007T ( 2001 : A R #& RMB572,206,000 (2001: RMB572,206,000) which represents the
572,206,00070) DB EEEER excess of the value of the net assets immediately before the
HERARRREEHBKLRFHE establishment of the Company injected into the Company by
REBRBREARRRNEEF Qingling Group and Qingling as part of the Reorganisation which
(ER S NN 5 ARVA:= - = was approved by the State Administration of State-owned Assets,
1,500,000,000% &) E H A K % over the nominal value of the 1,500,000,000 shares issued upon
1,500,000,0007C Z #2050 ° establishment of the Company of RMB1,500,000,000.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

25. RESERVES (Cont'd)
THE COMPANY

The statutory surplus reserve fund represents the appropriation of
10% of profit after tax calculated in accordance with PRC
accounting standards and regulations and the Company’s Articles
of Association. The appropriation may cease to apply if the balance
of the statutory surplus reserve fund has reached 50% of the
Company's registered share capital. According to the Company’s
Articles of Association, statutory surplus reserve fund can be used
to make up prior year losses, to expand production operations or to
increase share capital. The Company may capitalise the statutory
surplus reserve fund by way of bonus issues provided that the
remaining amount statutory surplus reserve fund after such
distribution shall not be less than 25% of the registered share
capital of the Company.

Statutory public welfare fund represents the appropriation of profit
after tax according to the requirements of the Company’s Articles
of Association and the Companies Law in the PRC. According to
the requirements, the Company transfers 10% (2001: 10%) of
profit after tax calculated in accordance with PRC accounting
standards and regulations which amounts to RMB14,420,000 for
the year ended 31st December, 2002 (2001: RMB26,190,000) to
the statutory public welfare fund. The fund can only be utilised for
capital expenditure on employee’s collective welfare facilities and
cannot be used in staff welfare expenses. Such employee welfare
facilities are owned by the Company. The statutory public welfare
fund is not distributable to shareholders other than in liquidation.
There has been no utilisation of the statutory public welfare fund
during the year.

The statutory surplus reserve fund and statutory public welfare
fund are part of shareholders’ equity.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

25. RESERVES (Cont'd)
THE COMPANY (Cont’d)

In accordance with the Company’s Articles of Association, the
distributable reserve is the amount which is the lesser of the profit
determined in accordance with PRC accounting standards and
regulations and the profit determined in accordance with accounting
principles generally accepted in Hong Kong. The Company's reserve
available for distribution as at 31st December, 2002 was the profit
determined in accordance with PRC accounting standards and
regulations after adjusting for the proposed final dividend of
RMB1,157,402,000 (2001: RMB1,290,268,000).

THE SUBSIDIARY

The statutory surplus reserve fund and discretionary surplus
reserve fund of a subsidiary represent the appropriation of 10%
(2001: 10%) and 30% (2001: 30%) respectively of profit after tax
calculated in accordance with PRC accounting standards and
regulations.

26. CONVERTIBLE BONDS

AEARAAT
THE GROUP
AND THE COMPANY

2002 2001
AREFTT AREFTL
RMB’'000 RMB'000
Convertible Bonds due in 2002 — 780,479
Less: Direct issuance costs (note 27) = (260)
— 780,219
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

26. CONVERTIBLE BONDS (Cont’d)

Convertible Bonds in the aggregate principal amount of
US$110,000,000 were issued by the Company for cash at par
pursuant to the offering circular issued by the Company dated 15th
January, 1997. The Convertible Bonds were listed on the
Luxembourg Stock Exchange from 22nd January, 1997.

The Convertible Bonds bore interest at 3.5% per annum which was
payable annually in arrears on 22nd January of each year.

On the Maturity Date, the Convertible Bonds of the Company
expired and the conversion price of the Convertible Bonds has
been reset to the Final Conversion Price which was HK$3.15 per H
Share, being 70% of the conversion price of the Convertible Bonds
in effect on the same date. As the manager of the Convertible
Bonds has, at the time of issue of the Convertible Bonds,
exercised the option to irrevocably convert any remaining
Convertible Bonds on the Maturity Date, the principal amount of
the remaining Convertible Bonds in the sum of US$94,263,000 on
the Maturity Date has accordingly been converted into 231,587,731
H Shares at the Final Conversion Price.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

27. DIRECT ISSUANCE COSTS OF CONVERTIBLE

BONDS
AEERART
THE GROUP
AND THE COMPANY
2002 2001
AREFT  ARETRT
RMB’000 RMB'000
COST
At 1st January and 31st December 39,657 39,657
AMORTISATION
At 1st January 39,297 31,382
Provided for the year 260 7,704
Written off upon conversion of convertible bonds — 211
At 31st December 39,557 39,297
NET BOOK VALUE
At 31st December — 260
At 1st January 260 8,175

The amount represented the direct issuance costs incurred in
relation to the Convertible Bonds with aggregate principal amount
of US$110,000,000 issued by the Company for cash at par
pursuant to the offering circular issued by the Company dated 15th
January, 1997, as reduced by subsequent amortisation and write
off upon conversion.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

28. TRADE AND OTHER PAYABLES

At the balance sheet date, the balances of trade and other
payables included the amounts due to an associate and certain
subsidiaries of Qingling Group as follows:

A&E NN
THE GROUP THE COMPANY

2002 2001 2002 2001

ARBTT ARETT ARETT ARETRT

RMB’000 RMB’000 RMB’000 RMB’000
An associate of

Qingling Group 23,238 9,406 23,569 9,737
Subsidiaries of

Qingling Group 9,853 7,224 16,264 17,708

33,091 16,630 39,833 27,445

These amounts are unsecured, interest free and repayable on
demand.

As at balance sheet date, the aged analysis of trade and bills
payables of the Group is as follows:

2002 2001

ARETFT AREFT

RMB’'000 RMB’000

Within 3 months 424,439 495,486
Between 3 to 6 months 62,055 92,856
Between 7 to 12 months 2,133 3,558
Over 12 months 13,303 10,344
501,930 602,244

29. BANK LOANS

THE GROUP AND THE COMPANY

The bank loans are due within one year, unsecured and bear
interest at market rates.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

DURING THE YEAR

30. ANALYSIS OF CHANGES IN FINANCING ACTIVITIES

BRARRAEE DY
Share capital TRRES BRE R
and share RITER Convertible Minority
premium Bank loans Bonds interests
ARETFT ARETT ARETFT ARETT
RMB’000 RMB’000 RMB'000 RMB’000
At 1st January, 2001 2,597,707 1,900,000 891,036 170,004
New bank loans raised = 1,850,000 = =
Repayments of bank loans — (1,925,000) = =
Amortisation of direct issuance
costs of Convertible Bonds — — 7,704 —
Conversion of Convertible Bonds
into H Shares 118,732 - (118,732) =
Premium arising from the bond
interest capitalised upon the
conversion of Convertible Bonds 3,178 — — —
Written off direct issuance costs
of Convertible Bonds upon
conversion — — 21 —
Share of profit of a subsidiary — — — 2,193
At 31st December, 2001 2,719,617 1,825,000 780,219 172,197
New bank loans raised — 1,680,000 = =
Repayments of bank loans — (2,620,000) = =
Amortisation of direct issuance
costs of Convertible Bonds — — 260 —
Conversion of Convertible Bonds
into H Shares 231,588 — (780,479) —
Premium arising on conversion of
Convertible Bonds into H Shares 548,891 = = =
Issue of Domestic Shares upon
exercise of Qingling Group
Share Option 223,616 — — —
Premium arising on issuance of
Domestic Shares upon exercise
of Qingling Group Share Option 523,461 — — —
Dividend paid to minority interest — — = (1,241)
Share of profits of subsidiaries — — — 1,863
At 31st December, 2002 4,247,173 885,000 = 172,819
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

31.

MAJOR NON-CASH TRANSACTIONS

On the Maturity Date, the Convertible Bonds of the Company
expired and the conversion price of the Convertible Bonds
has been reset to the Final Conversion Price at HK$3.15 per
H Share. As the manager of the Convertible Bonds had, at the
time of issue of Convertible Bonds, exercised the option to
irrevocably convert any remaining Convertible Bonds on the
Maturity Date, the principal amount of the Convertible Bonds
in the sum of US$94,263,000 on the Maturity Date has
accordingly been converted into 231,587,731 H Shares of
RMB1 each at the Final Conversion Price with premium of
RMB548,891,000 arising on such conversion of Convertible
Bonds into H shares.

Details of the conversion of Convertible Bonds during the
year are set out in notes 23 and 26 to the financial
statements.

In the year ended 31st December, 2001, the Company
entered into a memorandum of understanding with a
Japanese trading company to reduce the initial selling prices
of certain property, plant and equipment acquired by the
Group and the Company in previous years by approximately
RMB158,036,000;

Japanese trading company was reduced by the same amount.

accordingly, the other payable to this
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33. HEXRS

AEER - AREEPEE R
e E

(1) BREE  ARFNRKE
/NG

REER

Type of transactions

BEAETHH

Purchases of automobile parts

HETE MR R EAEEE
AEEME TG

Supply of parts and raw materials for
the manufacture of automobile parts
required by the Group

HAE A RREREZB/A

Income from renting of moulds
and tooling equipment

IR & X i

Service fee expenses
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

32. ANALYSIS OF THE BALANCES OF CASH AND CASH
EQUIVALENTS

2002 2001
ARETL  ARETT
RMB'000 RMB'000

Bank balances, deposits and cash comprises:

Deposits with banks 606,177 833,444
Other bank balances and cash 1,662,523 1,283,314

2,268,700 2,116,758

33. RELATED PARTY TRANSACTIONS

During the year, the Group have entered into the following
transactions with related parties:

(@) Qingling Group, the ultimate holding company of the

Company
A ERK
Pricing policies 2002 2001
ARETT ARETT
RMB’000 RMB’000
RERKETFR10%
At cost plus a maximum mark-up of 10% 34,535 24,974
B
At cost 16,361 16,995
RITEXMEE
Reimbursement of deprecation charge 3,690 3,188
R GREE K E
Fixed amount according to terms of
the service agreement 300 300



%R R

#H 2002 F£128 318 It & &

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

33. BEXS (@ 33. RELATED PARTY TRANSACTIONS (Cont’d)

RZEE A ERK
Type of transactions Pricing policies 2002 2001
AREFT AREFT
RMB’000 RMB'000
HERERRE REHE
Sales of plant and equipment At carrying value 235 21
BERBELRE AR
Purchases of plant and equipment At cost 50,269 —
HEERRE HE RENOGRETRE
Rental paid for letting of Fixed amount according to terms of the — 2,915
warehouse facilities rental agreement
ShHEERRE HE g EA S
Waiver of rental paid for letting According to terms — 2,915
of warehouse facilities of waiver agreement
R E WA BEAHEE
Service fee income Cost reimbursement basis — 66

2) EERERBEERAR(EHR
& B ¥ B 60.38%EFH A

(b) ZEEEHFEAR AR, a company in which Qingling Group

has a 60.38% interest

al)
RZEE A ERK
Type of transactions Pricing policies 2002 2001
AREFT AREFT
RMB'000 RMB’000
BERETHH BERKETZR10%
Purchases of automobile parts At cost plus a maximum mark-up of 10% 48,746 47,983
HEST R KRN EAE EE AR
AEBEMECTHM
Supply of parts and raw materials for the At cost 4,604 3,251
manufacture of automobile parts
required by the Group
HERERRE RREE
Sales of plant and equipment At carrying value — 14
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33. BMEXRS (@)

(3) EEERBEARAR (ER
&£ B % B 55.03% B A
El))

REBE

Type of transactions

BEARETHH

Purchases of automobile parts

HETE M KR EAE & E
AEEMRZ2THMH

Supply of parts and raw materials
for the manufacture of automobile
parts required by the Group

BERBERRE

Purchases of plant and equipment

(4) EEERBEBERAR(ER
& F A 49.64%FE 35 B A
El))

RERE

Type of transactions

BEARETHH

Purchases of automobile parts

HETE M KR EAE & E
AEEMRTZ 2 ZHH

Supply of parts and raw
materials for the manufacture
of automobile parts required
by the Group
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER, 2002

33. RELATED PARTY TRANSACTIONS (Cont’d)

(c) EEEERBEARAFT, a company in which Qingling Group

has a 55.03% interest

A ERE

Pricing policies

BRERKETEN12%
At cost plus a maximum mark-up of 12%

A

At cost

BREE

At carrying value

2002
AEBTFT
RMB'000

30,886

1,332

22

2001
AEBFT
RMB’000

33,570

1,469

d EEEEKRBEBARAF, a company in which Qingling Group

has a 49.64% interest

A ERE

Pricing policies

A5 E R
At comparable market price

A

At cost

2002
AEBFT
RMB 000

215,222

91,937

2001
AEBFT
RMB’000

175,330

79,068
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

33. BEXS (@ 33. RELATED PARTY TRANSACTIONS (Cont’d)

(5) EEERBEERERAR (e) EEEXBREEBEAMRAT, a company in which Qingling

(EE 82 5% B % 5 50.80% 1 25
NG

Group has a 50.80% interest

XEER A ERE
Type of transactions Pricing policies 2002 2001
ARETT ARETT
RMB’000 RMB'000
BEARETHH At TS5 B
Purchases of automobile parts At comparable market price 31,607 36,227
HETE M KR EAE & E A
AEEMRZ2THMH
Supply of parts and raw materials for the At cost 6,543 6,892
manufacture of automobile parts
required by the Group
HERSERRE RREE
Sales of plant and equipment At carrying value — 89

6) EEERBHARAR(EL
& F ¥ A 53.15% 2 0 A

() EEEEKRBEARAF, a company in which Qingling Group

has a 53.15% interest

al)

XEEE A ERK

Type of transactions Pricing policies 2002 2001
ARETT ARETT

RMB’000 RMB’000

BEARETHH At TS5 B

Purchases of automobile parts At comparable market price 34,835 31,725

HETE M KR EAE & E A

AEEMRTZ 2 ZHH
Supply of parts and raw materials for the At cost 17,067 13,310

manufacture of automobile parts
required by the Group
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33. BMEXRS (@)

7) EEERBRARAR (BR
& B % A 58.40%H = B 1
)

REBE

Type of transactions

BEARETHH

Purchases of automobile parts

HETE M KR EAE & E
AEEMRZ2THMH

Supply of raw materials for the
manufacture of automobile
parts required by the Group

34. EXREE

WEER  AEBERARBZER
EENT

ERTOERBERYBERR
BRBENR  MERRE
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER, 2002

33. RELATED PARTY TRANSACTIONS (Cont’d)

() BEEKREIRAR AR, a company in which Qingling Group

has a 58.40% interest

A ERE

Pricing policies 2002
AEETT

RMB’000

BRERKETEN12%

At cost plus a maximum mark-up of 12% 6,440

A

At cost 667

2001
AEBFT
RMB’000

9,062

1,075

34. CAPITAL COMMITMENTS

At the balance sheet date, the Group and the Company had the

following capital commitments:

r&EE LN
THE GROUP THE COMPANY
2002 2001 2002 2001
ARBTT ARETT ARETT ARETRT
RMB'000 RMB’000 RMB’000 RMB’000
Contracted for but not
provided in the
financial statements
in respect of property,
plant and equipment 83,214 163,337 83,181 131,048
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

34. CAPITAL COMMITMENTS (Cont’d)

The Group and the Company had no significant capital
commitments authorised but not contracted for as at 31st
December, 2001 and 2002.

At the balance sheet date, the Company was committed to
contribute US$5,090,000, approximately RMB42,131,000 (2001:
US$5,090,000, approximately RMB42,128,000) in connection with
unpaid capital investment in a subsidiary.

35. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group and the Company had
contracted with Qingling Group for the future minimum lease
payments in respect of the renting of moulds and tooling
equipment which fall due within one year. The minimum lease
payment chargeable to Qingling Group is calculated based on the
depreciation charge in respect of the rented moulds and tooling
equipment to be incurred by the Group and the Company in the
coming vyear, which is approximately RMB2,150,000 (2001:
RMB2,416,000).

Other than the above, the Group and the Company do not have any
other commitments for future minimum lease payments under
non-cancellable operating leases at the balance sheet date.

36. RETIREMENT BENEFITS SCHEME

The Group has a service agreement with its ultimate holding
company, Qingling Group, whereby the Company will reimburse
the contributions made by Qingling Group to a defined contribution
pension scheme administered by the municipal government in
respect of the staff of the Group. According to such scheme,
Qingling Group shall annually pay an amount, calculated at a
percentage of the total wages of the staff, to a retirement fund
administered by the municipal government. The amount paid
during the vyear under such arrangement amounted to
RMB6,922,000 (2001: RMB8,605,000). Pensions shall be paid to
the retired staff out of this retirement fund.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

36. RETIREMENT BENEFITS SCHEME (Cont’d)

At the balance sheet date, there were no forfeited contributions
which arose upon employees leaving the retirement benefits
scheme before they are fully vested in the contributions and which
are available to reduce the contributions payable by the Group in
future (2001: nil).

37. DIFFERENCES BETWEEN ACCOUNTING PRINCIPLES
GENERALLY ACCEPTED IN HONG KONG AND PRC
ACCOUNTING STANDARDS AND REGULATIONS AS
APPLICABLE TO THE GROUP

The financial statements prepared under accounting principles
generally accepted in Hong Kong and those prepared under PRC
accounting standards and regulations have the following major
differences:

Impact on consolidated income statement

2002 2001
ARETT  ARETT
RMB'000 RMB'000

Net profit for the year as per financial statements
prepared under accounting principles generally
accepted in Hong Kong 146,825 262,618
Less: Amortisation of intangible assets — electricity
usage rights and other miscellaneous
intangible assets not included in the
financial statements prepared
under accounting principles generally
accepted in Hong Kong (722) (722)
Write-off of long outstanding account payable
which is credited to capital reserve in financial
statements prepared under PRC accounting
standards and regulations (4) —
Interest income earned by a subsidiary of the
Company which has not yet commenced
business — not included in the income
statement prepared under PRC accounting
standards and regulations (net of minority
interests RMB1,824,000) (1,899) =

Net profit for the year as per financial statements
prepared under PRC accounting standards
and regulations 144,200 261,896
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2002

37. DIFFERENCES BETWEEN ACCOUNTING PRINCIPLES
GENERALLY ACCEPTED IN HONG KONG AND PRC
ACCOUNTING STANDARDS AND REGULATIONS AS
APPLICABLE TO THE GROUP (Cont’d)

Impact on consolidated balance sheet

2002 2001
ARETT  ARETT
RMB'000 RMB'000

Net assets as per financial statements prepared
under accounting principles generally accepted
in Hong Kong 6,755,500 5,205,232
Add: Electricity usage rights and other
miscellaneous intangible assets,
as mentioned above, net of amortisation,
not included in the financial statements
prepared under accounting principles
generally accepted in Hong Kong 12,480 13,202
Less: Proposed final dividend regarded as
a separate component of the shareholders’
equity under accounting principles
generally accepted in Hong Kong but
recognised as a liability under PRC
accounting standards and regulations (124,113) (124,113)
Interest income of a subsidiary which has
not yet commenced business as
mentioned above, not included in the
income statement prepared under
PRC accounting standards and
regulations (net of minority
interests RMB1,824,000) (1,899) =

Net assets as per financial statements prepared
under PRC accounting standards and regulations 6,641,968 5,094,321

There are also differences in other items in the consolidated financial statements
due to differences in classification between accounting principles generally
accepted in Hong Kong and PRC accounting standards and regulations.





