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Statement of Changes in Equity

For the year ended 31st December, 2002
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Statutory  Statutory  Statutory
Share Share capital surplus public ~ Retained
capital premium reserve reserve welfare fund profits Total
AREFT  ARETT ARETT ARETT AREFT AREFT  ARETT
Rmb’000 Rmb’'000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’'000
K&E THE GROUP
RZFZ-4-F-H At 1st January, 2001 1,189,151 788,155 709,850 76,888 76,264 109,461 2,949,769
AEHE Profit for the year - - - - - 21,768 21,768
LR Transfers - - - 4,912 4,894 (9,806) -
RE Dividends = = = = = (44,593) (44,593)
R-EE_F-f-H At 1st January, 2002 1,189,151 788,155 709,850 81,800 81,158 76,830 2,926,944
AEHE Profit for the year - - - - - 37,691 37,691
LR Transfers - - - (2,589) 7,047 (4,458) -
RE Dividends = = = = = (5,946) (5,946)
RZZE-F+-7 At 31st December, 2002
=1-A 1,189,151 788,155 709,850 79,211 88,205 104117 2,958,689
ARF THE COMPANY
RZFZ-4-F-H At 1st January, 2001 1,189,151 788,155 709,850 47141 47141 49,743 2,831,181
AERE Profit for the year - - - - - 28,767 28,767
LR Transfers - - - 1,654 1,654 (3,308) -
RE Dividends = = = = = (44,593) (44,593)
R_SE-F-8-H At 1st January, 2002 1,189,151 788,155 709,850 48,795 48,795 30,609 2,815,355
AEHE Profit for the year - - - - - 13,918 13,918
LR Transfers - - - 3,388 3,388 (6,776) -
K& Dividends - - - - - (5,946) (5,946)
RZZE-F+-7 At 31st December, 2002
=1-A 1,189,151 788,155 709,850 52,183 52,183 31,805 2,823,327
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In accordance with PRC Company Law, the profit after tax is applied
in the following order:

making up of losses;

allocation to statutory surplus reserve;

allocation to statutory public welfare fund;
allocation to discretionary surplus reserve; and

payment of dividends in respect of ordinary shares.

In accordance with PRC Company Law and the relevant Articles of
Association, the Company and its subsidiaries are required to
appropriate amounts equal to 10% and 5% to 10% respectively of
their profit after tax as determined in accordance with PRC
accounting standards to each of the statutory surplus reserve and
statutory public welfare fund respectively.
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Statement of Changes in Equity

For the year ended 31st December, 2002

Statutory surplus reserve is part of shareholders’ equity and when
its balance reaches an amount equal to 50% of the Company’s
registered capital, further appropriation need not be made.
According to PRC Company Law, statutory surplus reserve may be
used to make up past losses, to increase production and business
operations or to increase capital by means of conversion. However
when funds from statutory surplus reserve are converted to capital,
the funds remaining in such reserve shall amount to not less than
25% of the registered capital.

Statutory public welfare fund is also part of shareholders’ equity.
According to PRC Company Law, it shall only be applied for capital
expenditure related to the provision of collective welfare for staff
and workers and these welfare facilities remain as property of the
Group. Statutory public welfare fund is non-distributable other than
upon liquidation.

The amount of appropriation in respect of items (4) and (5) above
for any year shall be recommended by the directors in accordance
with the operational conditions and development requirements of
the Company and its subsidiaries and shall be submitted to the
shareholders in general meeting for approval.

No dividends shall be paid by the Company and its subsidiaries
before they have made up their losses and made allocations to the
statutory surplus reserve and the statutory public welfare fund.

Pursuant to the Debt Capitalisation Agreements (note 1), the
amounts of statutory surplus reserve and retained losses of
subsidiaries being capitalised are approximately Rmb8,904,000 and
Rmb1,139,000 respectively and are non-distributable in nature.

Pursuant to a document issued by the Ministry of Finance in August
1995 in respect of profit appropriations, the amount available for
distribution to shareholders is the lesser of the amount determined
in accordance with PRC accounting standards and the amount
determined in accordance with accounting principles generally
accepted in Hong Kong. At 31st December, 2002, the amount
available for distribution to shareholders was Rmb31,805,000 (2001:
Rmb30,609,000) representing the retained profits of the Company
prepared under accounting principles generally accepted in Hong
Kong. As also mentioned above, the balance of statutory surplus
reserve can also be distributed to shareholders in certain situations.

The statutory capital reserve represents the surplus arising from
the difference between the fair value of the net assets of the
principal business undertakings transferred from Harbin Power Plant
Equipment Group Corporation (“HPEGC") to the Group and the
nominal value of the State shares issued to HPEGC.
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