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Notes to the Financial Statements

For the year ended 31st December, 2002

1. GENERAL

The Company is established as a joint stock limited company
in the People’'s Republic of China (the “PRC"), and its H shares are
listed on The Stock Exchange of Hong Kong Limited. Its ultimate
holding company is Harbin Power Plant Equipment Group
Corporation (“HPEGC"), a state-owned enterprise incorporated in
the PRC.

The Company acts as an investment holding Company and
the activities of its principal subsidiaries and associates are set out
in note 15 and note 16, respectively.

As mentioned in the Company’s circular dated 10th July,
2002, the Company and certain then wholly-owned subsidiaries
(being M B V& /5 % 1% Bk & fR & T 2 A Harbin Turbine Co. Ltd., /8 /@
B SR IEM AR & I A AHarbin Boiler Co. Ltd., and KRB EEHH
PR & X 2 A Harbin Electrical Machinery Co. Ltd.,) entered into
conditional agreements on 30th September, 2001 (“the Debt
Capitalisation Agreements”) with F B g & =& 2 2 7 (China Hua
Rong Asset Management Company), F B £ & EE E 2 A (China
Xin Da Asset Management Company) and FEI R EEEE D A
(China Greatwall Asset Management Company) (the "Assets
Management Companies”) pursuant to which the subsidiaries and
the Assets Management Companies agreed to capitalise the debts
owed by the subsidiaries to the Assets Management Companies by
way of an issue of equity interests in the subsidiaries to the Assets
Management Companies. These Debt Capitalisation Agreements
were approved by the PRC's State Council on 8th May, 2002.
Supplementary agreements to these Debt Capitalisation Agreements
were entered into and the aggregate amount of debts capitalised
by the subsidiaries during the year was Rmb479,319,000 (equivalent
to approximately HK$452,188,000). The Company's interests in the
subsidiaries were diluted accordingly after the debt capitalisation
and a deemed disposal gain of Rmb4,554,000 is recognised.
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Notes to the Financial Statements

For the year ended 31st December, 2002

2. BASIS OF PREPARATION

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong Kong (“HK
GAAP") and the disclosure requirements of the Hong Kong
Companies Ordinance.

HK GAAP differs in certain aspects from the accounting
principles and financial regulations established by the relevant PRC
authorities (“PRC GAAP"). The Company is required to issue a
separate set of statutory financial statements made up to 31st
December each year prepared in accordance with PRC GAAP.

For the year ended 31st December, 2002, there were no
significant differences between the net assets and results of the
Group in the financial statements prepared under PRC GAAP and
those prepared under HK GAAP.

3. 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. The adoption of these SSAPs has resulted in a
change in the format of presentation of the cash flow statement
and the disclosure of a statement of changes in equity, but has
had no significant effect on the financial statements for either
year.

4, SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the
historical cost convention and in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting
policies adopted are set out below.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st December each year.

The results of the subsidiaries acquired or disposed
of during the year are included in the consolidated income
statement from the effective date of acquisition or up to
the effective date of disposal, as appropriate.
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Notes to the Financial Statements

For the year ended 31st December, 2002

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in subsidiaries

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

Interests in associates

The consolidated income statement includes the
Group's share of the post-acquisition results of its associates
for the year. In the consolidated balance sheet, interests in
associates are stated at the Group’s share of the net assets
less any identified impairment loss.

The results of associates are accounted for by the
Company on the basis of dividends received and receivable
during the year. In the Company’s balance sheet, investments
in associates are stated at cost, as reduced by any identified
impairment loss.

Revenue recognition
Development properties

Income from properties developed for sale, where
there are no pre-sales prior to completion of development,
is recognised on the execution of a binding sales agreement
or when the occupation permit is issued by the relevant
authority, whichever is the later.

Income from properties pre-sold prior to completion
of development is recognised when the occupation permit is
issued by the relevant authority.

Construction contracts

When the outcome of a construction contract can be
estimated reliably, revenue from construction contracts is
recognised on the percentage of completion method,
measured by reference to the value of work carried out
during the period. Variations in contract work, claims and
incentive payments are included to the extent that they have
been agreed with the customer.

When the outcome of a construction contract cannot
be estimated reliably, revenue is recognised only to the
extent of contract costs incurred that it is probable will be
recoverable.
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Notes to the Financial Statements

For the year ended 31st December, 2002

SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (continued)
Others

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

Service income is recognised when services are
rendered.

Interest income, including the amortisation of any
discount or premium on the acquisition of held-to-maturity
securities, is accrued on a time basis, so as to reflect the
effective yield on the underlying asset.

Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established.

Property, plant and equipment

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

Construction-in-progress is stated at cost which
includes all development expenditure and other direct costs,
including interest expenses, attributable to such projects.
Upon completion of construction, the related cost is
transferred from construction-in-progress to the appropriate
categories of property, plant and equipment, as appropriate.

Depreciation and amortisation is provided to write
off the cost of items of property, plant and equipment other
than construction-in-progress over their estimated useful lives
and after taking into account their estimated residual value,
using the straight-line method, at the following rates per
annum:

Land use rights Over the term of the rights
Buildings 3.23% - 6.47%
Plant and machinery 6.47% - 13.86%
Furniture, fixtures and equipment 10.78% - 19.40%
Motor vehicles 16.17% - 19.40%
Construction-in-progress NIL

The gain or loss arising on the disposal or retirement
of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset and is
recognised in the income statement.

I
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Notes to the Financial Statements

For the year ended 31st December, 2002

SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its 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. Any impairment
loss arising is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, such 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.

Investments in securities

Investments in securities are recognised on a trade-
date basis and are initially measured at cost.

At subsequent reporting dates, debt securities that
the Group intends to hold to maturity (held-to-maturity debt
securities) are measured at amortised cost, less any
impairment loss recognised to reflect irrecoverable amounts.
The annual amortisation of any discount or premium arising
on the acquisition of a held-to-maturity security is
aggregated with other investment income receivable over
the term of the instrument so that the revenue recognised
in each period represents a constant yield on the investment.

Investments other than held-to-maturity debt
securities are classified as investment securities and other
investments.

Investment securities, which are securities held for
an identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any
impairment loss that is other than temporary.

Other investments are measured at fair value, with
unrealised gains and losses included in net profit and loss
for the period.
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Notes to the Financial Statements

For the year ended 31st December, 2002

SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average cost method.

Properties under development for sale are stated at
development cost incurred to date less provision for
foreseeable losses, if any.

Construction contracts

When the outcome of a construction contract can be
estimated reliably, revenue and costs are recognised by
reference to the stage of completion of the contract activity
at the balance sheet date, as measured by the proportion
that costs incurred to date bear to the estimated total costs
for the contract.

When the outcome of a construction contract cannot
be estimated reliably, contract costs are recognised as
expenses in the period in which they are incurred.

When it is probable that total contract costs will
exceed total contract revenue, the expected loss is recognised
as an expense immediately.

When a contract covers a number of assets, the
construction of each asset is treated as a separate contract
when separate proposals have been submitted for each asset,
each asset has been separately negotiated and the costs
and revenues of each asset can be separately identified. A
group of contracts, performed concurrently or in a
continuous sequence, is treated as a single construction
contract when they were negotiated as a single package
and are so closely inter-related that they constitute a single
project with an overall profit margin.

Retirement benefit costs
Retirement benefit costs charged to the income

statement represent the amount payable under a defined
contribution arrangement with the local government.

H-“



Bt %5 8 OR MY &

BE-_ZTET_F+=-B=+—HLFE

TESHBRE ()
MERMERA

MELHEERARELRIARR
EEO

EEMERHEERNELE -9
BHIAR BBBKRNAFEEEHKE
B MENMHEEERTEEASABELN
BVAE-RumEKNEEREERSA
REAEHEER-

MRMERRBBRARGEEISN
BELANEBVEE MR HESLE B

BIR

REXHBEAFE 2 RELHER
AR TG AR EHBERAE X
EWARZHBAERERS LR G5 IKE
FRANRE 2 & 5 HIE R IR LM 5l B
HZR ZERHERERB 2P ERA
BEANRAARKRAELRACAEREE
EMBHRERTHER

RERARTESR

REE BRERLERBRNEE"
IREE-BEREHRGEEZEHRERE
FHECEE EEREM ZEERALR
REAERUSEERNEZ — R Bt
FEEABLC XA FERTAERS
B NELBZFEERTHETENR E
HEENSHERRNEHRAEREERR
FREREMBRBMIBRERERBERER
ZIEERAR -

HEERASGAE R

5
Cyl ]

Notes to the Financial Statements

For the year ended 31st December, 2002

SIGNIFICANT ACCOUNTING POLICIES (continued)
Research and development expenditure

Expenditure on research and development is
recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined
project will be recovered through future commercial activity.
The resultant asset is amortised on a straight-line basis over
its useful life.

Where no internally-generated intangible asset can
be recognised, development expenditure is recognised as an
expense in the period in which it is incurred.

Taxation

The charge for taxation is based on the results for
the year as adjusted 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 using the liability method, is
recognised as deferred taxation in the financial statements
to the extent that it is probable that a liability or an asset
will crystallise in the foreseeable future.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying assets,
which are 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 expense
in the period in which they are incurred.



Bt %5 R MY R

BE-—ZTZ_F+-A=+—HLFE

TESHBR (@)
SHEBRE

FEBZNERHHURXHAERXR
ERHESARK NG RECEREE
FEBUREERBREEACEZAS
RARE-RERRELBEHIIARR
REE-ERCEXSTEARRITREZ
H—EX-

BT R
RRRELEZRAMR TR

B REEKAEERERRUA -HEE

EZBRAUERRAABEEEREELR
Ho

FERBRA

TEFBRAEARERERE TINR

PRAREERERL <EWREYFE L2 WZHT-

Notes to the Financial Statements

For the year ended 31st December, 2002

4, SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

Transactions in currencies other than Renminbi are
initially recorded at the rates of exchange ruling on the dates
of the transactions. Monetary assets and liabilities
denominated in such currencies are retranslated at the rates
ruling on the balance sheet date. Profits and losses arising
on translation are dealt with in the income statement.
Exchange rates used are the unified exchange rates quoted
by the People’s Bank of China.

Government subsidies

Government subsidies related to costs which they are
intended to compensate are recognised as income when the
relevant costs are incurred. Government subsidies related to
assets are recognised as a deduction of the carrying amount
of relevant assets.

5. TURNOVER

Turnover represents the amounts received and receivable for
goods sold and services rendered by the Group to outside customers
during the year, net of value added tax (“VAT") and sales returns,
and is analysed as follows:

2002 2001

AR¥ETFT AR%FL

Rmb’000 Rmb’000

MEHE Sales of properties 67,740 47,952

EmHE Sales of goods 2,497,154 2,038,958
BEARKA Revenue from construction

contracts 1,228,982 771,503

P 7% 12 Services rendered 27,404 2,283

3,821,280 2,860,696

H-\ “““““‘ ‘
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Notes to the Financial Statements

For the year ended 31st December, 2002

6. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

The Group operates in five major segments as follows
- main thermal power equipment, main hydro power
equipment, engineering services for power stations, ancillary
equipment for power stations and AC/DC motors and other
products.

Principal activities are as follows:

Main thermal power equipment
- manufacture of main thermal power equipment.

Main hydro power equipment
- manufacture of main hydro power equipment.

Engineering services
- providing engineering services for power stations.

Ancillary equipment
- manufacture of ancillary equipment for power stations.

AC/DC motors and other products
- manufacture of AC/DC motor and other products.
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Notes to the Financial Statements

For the year ended 31st December, 2002

6. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

EKoE (E) Business segments (continued)
BRELEBNHHELEHTM Segment information about these businesses is
N presented below.
2002 BhER RERER
AEIHRE KEIMEG BUIRRE ARERGE REMER
Main Main Engineering  Ancillary AC/DC
thermal hydro services  equipment motors
power power  for power  for power  and other R 8 &
equipment  equipment stations stations products Eliminations Consolidated
ARBTRE ARBTR ARETR ARETT ARETR ARETT ARKT:R
Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
TERBUA REVENUE
SHERA External sales 1,878,569 398,249 1,228,982 103,112 212,368 - 3,821,280
PEEBA Inter-segment sales 186,297 18,599 = 12,902 66,230 (284,028) =
A A Total revenue 2,064,866 416,848 1,228,982 116,014 278,598 (284,028) 3,821,280

NHEEERNATMHERITEN. Inter-segment sales are charged at prevailing market rates.

THBERR SEGMENT RESULTS 361,131 97,304 49,042 22,210 43,776 - 573,463
APELTER Unallocated corporate expenses (385,129)
EERT Profit from operations 188,334
RS Finance costs (135,864)
REERFEM Share of results from associates 809 809
B aEE S ER R Profit before tax 53,279
il Income tax expense (14,253)
B %R Profit after tax 39,026

i R
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BALANCE SHEET

ASSETS

Segment assets

Interests in associates
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liahilities

Consolidated total liabilities

OTHER INFORMATION
Capital additions
Depreciation and amortisation
Other non-cash expenses

Notes to the Financial Statements

For the year ended 31st December, 2002

6. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)

ABIfEE XBIHRE

Main
thermal
power
equipment
ARETT
Rmb’000

4,164,993

1,502,053

153,050
133,939
5,563

Main
hydro
power

equipment
ARBTT
Rmb’000

766,671

417,989

79,59
41,368
1,579

ELIERE
Engineering
services

for power
stations
AER TR
Rmb‘000

1,221,406

342,955

2,379
6,346
10,432

Y]
ARERR
Ancillary
equipment
for power
stations
AER TR
Rmb‘000

512,536

169,294

4,326
4,558
179

REREH
REtER
AC/DC
motors
and other
products
ARBTT
Rmb’000

924,212
83,897

260,810

110,084
14,468
344

-t
Consolidated
ARETT
Rmb'000

7,595,838
83,897
2,925,440

10,605,175

2,693,101
4,453,436

1,146,537

349,433
200,679
18,097
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For the year ended 31st December, 2002

Notes to the Financial Statements

6. XEENHED (&) 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
EKoE (E) Business segments (continued)
2001 BUEE RENEH
NBERRE KSIHRE EHIRRE AKERE RELER
Main Main  Engineering Ancillary AC/DC
thermal hydro services  equipment motors
power power  forpower  forpower  andother  AHEH aft
equipment  equipment stations stations products  Eliminations  Consolidated
ARETIT  AREFn ARETT AREFT ARETT AREFT ARETR
Rmb’000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
TEERUA REVENUE
HERA External sales 1,358,596 207,791 771,503 98,087 424,719 - 2,860,69
DHEYA Inter-segment sales 193,919 144,421 - - 49,931 (388,271) -
LN Total revenue 1,552,515 352,212 771,503 98,087 474,650 (388,271) 2,860,696
DEEHERARITHISERAERN Inter-segment sales are charged at prevailing market rates.
PHBERE SEGMENT RESULTS 323,647 68,630 87,197 33,504 96,282 - 609,860
APERYER Unallocated corporate expenses (433,563)
EERT Profit from operations 176,297
B Finance costs (129,131)
REEDAIE% Share of result from an associate (10,834) (10,834)
B aEE S ER R Profit before tax 36,332
i Income tax expense (14,696)
BR&EH Profit after tax 21,636
_i®
e
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BALANCE SHEET

ASSETS

Segment assets

Interest in an associate
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION

Capital additions

Depreciation and amortisation

Impairment losses recognised
in income Statement

Other non-cash expenses

Notes to the Financial Statements

For the year ended 31st December, 2002

6. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)

JERAE
Main
thermal
power
equipment
AREFT
Rmb’000

2,719,436

739,162

57,626
48,964

16,763
2,359

KETHZE
Main

hydro

power
equipment
ARETT
Rmb’000

841,094

462,381

54,827

BUIRRH
Engineering
services

for power
stations

ARB TR
fmb'000

1,441,221

1,217,504

2,575
5,037

5,321

BhEH
NEERE
Ancillary
equipment
for power
stations
ARETT
Rmb’000

368,576

101,730

2,315
2,052

389

RERER
REtER
AC/DC
motors
and other
products
ARETT
Rmb’000

679,713
29,586

424,928

13,365
10,339

71
6,988

i
Consolidated
ARETT
Rmb'000

6,050,040
29,586
3,777,883

9,857,509

2,945,705
3,963,211

6,908,916

75,881
121,219

17,229
14,668
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Notes to the Financial Statements

For the year ended 31st December, 2002

6. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
Geographical segments

The Group's operations are located mainly in the PRC.
The following table provides an analysis of the Group’s sales
by geographical market, irrespective of the origin of the
goods/services:

HERAZLESE
Sales revenue by
geographical market
Year ended Year ended
31.12.2002 31.12.2001
ARE TR AREFT

Rmb’000 Rmb’000
PRC 3,083,344 2,225,222
Overseas 737,936 635,474
Total revenue 3,821,280 2,860,696

The majority of the Group’s assets and liabilities are
located in the PRC. The assets and liabilities situated overseas
account for less than 10% of the Group's assets and
liabilities as at 31st December, 2002 and 2001.

e
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Notes to the Financial Statements

For the year ended 31st December, 2002

7. OTHER REVENUE

Included in other revenue are the following:

2002 2001
AR® T AREFTT
Rmb’000 Rmb’000
Dividend income from unlisted
investment securities 377 353
Gain on disposal of unlisted
investment securities 4,988 -
Gain on disposal of property,
plant and equipment 2,385 164
Gain on deemed disposals of
interests in subsidiaries 4,554 151
Government subsidy 3,290 2,030
Interest income on deposits
with financial institutions 51,686 53,854
Interest income from other
third parties 10,517 13,774
Other income 7,207 4,739
Profit from sales of raw materials 16,171 3,941
VAT refund 24,127 13,959
125,302 92,965
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For the year ended 31st December, 2002

8. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging:

Auditors’ remuneration
Depreciation and amortisation
Impairment loss recognised in
respect of property, plant
and equipment

Net foreign exchange loss
Research and development expenses
Service fees paid to HPEGC and
its subsidiaries (note 35)
Staff costs including directors’
and supervisors’ emoluments
Retirement benefits scheme
contributions

and after crediting:
Net foreign exchange gain

Service fee received from HPEGC
(note 35)

2002 2001
ARETR ARETFT
Rmb’000 Rmb’000
2,600 2,600
200,679 189,919
- 25,175

4,194 —
45,789 32,555
58,324 60,285
384,286 377,453
80,146 81,375
- 98

8,730 13,886

e
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Notes to the Financial Statements

For the year ended 31st December, 2002

9. FINANCE COSTS

2002 2001
ARE TR AREFT
Rmb’000 Rmb’000
Interest on borrowings:
wholly repayable within five years 129,871 138,407
not wholly repayable within
five years 20,847 19,023
150,718 157,430
Less: Interest capitalised in:
construction-in-progress (14,854) (13,607)
construction contracts - (14,692)
(14,854) (28,299)
135,864 129,131

Borrowing costs capitalised during the year arose on the
general borrowing pool and are calculated by applying a
capitalisation rate of 6% (2001: 5%) to expenditure on qualifying

assets.
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For the year ended 31st December, 2002

10.  DIRECTORS’, SUPERVISORS’ AND EMPLOYEES® EMOLUMENTS

Fees:
Executive directors
Independent non-executive
directors
Supervisors

Other emoluments:
Salaries and other benefits
- Executive directors
- Independent non-executive
directors
Retirement benefits scheme
contributions
- Executive directors
- Independent non-executive
directors

Other emoluments:
Supervisors
Salaries and other benefits
Retirement benefits scheme
contributions

2002 2001
AREFT ARBTFT
Rmb’000 Rmb’000
528 293

528 293

34 26

562 319

177 146

24 19

201 165

None of the directors received more than HK$1,000,000 for

any of these two years.

The five highest paid individuals in the Group in 2002 and
2001 were directors and supervisors of the Company and details of

their emoluments are set out above.

e
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Notes to the Financial Statements

For the year ended 31st December, 2002

11.  INCOME TAX EXPENSE

The charge represents PRC income tax calculated at 15% of
the estimated taxable income for the year.

Pursuant to a document issued by the PRC Ministry of Finance
and the State Tax Bureau on 29th March, 1994, taxable income

earned by the Group is subject to an income tax rate of 15%.

There was no significant unprovided deferred taxation for
the year or at the balance sheet date.

12. DIVIDENDS

2002 2001
ARM TR ARETT
Rmb’000 Rmb’'000
Final dividend paid of Rmb0.005
(2001: Rmb0.0375) per share 5,946 44,593

The final dividend of Rmb0.006 (2001: Rmb0.005) per share
has been proposed by the directors and is subject to approval by
the shareholders in annual general meeting.

13. EARNINGS PER SHARE

The calculation of the earnings per share is based on the
profit for the year of Rmb37,691,000 (2001: Rmb21,768,000) and
on 1,189,151,000 shares (2001: 1,189,151,000 shares) in issue
throughout the year.
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14. BEEEE

A5H THE GROUP

K& COST
R-ZEE-%-F-H At 1st January, 2002
NE Additions

g5 Transfers

RE Disposals

R-SE-_F+-A=1-H

e BEREERX

At 31st December, 2002

DEPRECIATION AND
AMORTISATION/IMPAIRMENT

R-EE_F-F-H At 1st January, 2002
KEERE Provided for the year
REREH Fliminated on disposals

R-SE-_F+-A=1-H

RESE
R_SE-_F+-A=1-H

RZFF-F12A=1-F

At 31st December, 2002

NET BOOK VALUE
At 31st December, 2002

At 31st December, 2001

ERTRABEERRZELAZF B EAE
AARM34,777,000 (ZEZ—F: ARK

37,943,0007T) °

Notes to the Financial Statements

For the year ended 31st December, 2002

14. PROPERTY, PLANT AND EQUIPMENT

RYERE
HERA
THEREN
1BEEF
Land and
buildings
under B %E
medium  HERE FET] ERIE
term land R#%E  Furniture, AE Con-
use rights  Plant and fixtures and Motor  struction- @zt
in the PRC  machinery  equipment vehicles in-progress Total
ARETT  ARBTT ARETT ARETT ARETn ARETR
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
1,354,522 1,769,650 137,048 82,322 383,325 3,726,867
91,606 6,162 1,431 9,852 240,382 349,433
6,213 75,399 16,367 9,142 (107,121) -
(286) (35,938) (3,658) (8,763) (35,776) (84,421)
1,452,055 1,815,273 151,188 92,553 480,810 3,991,879
388,147 992,394 85,376 54,768 - 1,520,685
53,563 122,775 13,289 11,052 = 200,679
(43) (21,049) (2,732) (6,437) = (30,261)
441,667 1,094,120 95,933 59,383 - 1,691,103
1,010,388 721,153 55,255 33,170 480,810 2,300,776
966,375 177,256 51,672 21,554 383,325 2,206,182

Included in construction-in-progress is net interest capitalised
of Rmb34,777,000 (2001: Rmb37,943,000).

e
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THE COMPANY
CosT

At 1st January, 2002
Additions

Transfers

Disposals

At 31st December, 2002

Notes to the Financial Statements

For the year ended 31st December, 2002

14. PROPERTY, PLANT AND EQUIPMENT (continued)

DEPRECIATION AND AMORTISATION

At 1st January, 2002
Provided for the year
Eliminated on disposals

At 31st December, 2002

NET BOOK VALUE
At 31st December, 2002

At 31st December, 2001

A—ANARENR ARERARRERE
BRLHERRRTASETHER 2 L E R

B RERtTE

74

Ii-n

REEEE
FHRN
THEREN
THRET B
Land and %E
buildings S EL
under medium Furniture, RE EEIR
term land use fixtures and Motor Construction- EH
rights in the PRC  equipment vehicles in-progress Total
AREFT AREFT AREFT AREFT  AREFR
Rmb’000 Rmb'000 Rmb’000 Rmb'000 Rmb’000
28,431 4,158 2,683 82 35,354
- 322 518 249 1,089
- - 50 (50) -
- - (213) - (213)
28,431 4,480 3,038 281 36,230
2,994 2,150 2,310 - 7,454
918 645 247 - 1,310
- - (195) - (195)
3,912 2,795 2,362 - 9,069
24,519 1,685 676 281 27,161
25,437 2,008 373 82 27,900

The Group and the Company were granted the rights to use
the land, on which its buildings are situated, by the PRC State
Land Administration Bureau for a period of 50 years from September

1994.
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Notes to the Financial Statements

For the year ended 31st December, 2002

INTERESTS IN SUBSIDIARIES

Unlisted investments, at cost

Amounts due from subsidiaries

EZMR ALK B~ R RIER12{H

ARTEEERRAFRBEE

i
N

MELARERE

Name of subsidiary

REAEREMEREMELDA *

RRBEERBERAEMC AR *

REREHIREREEAF *

REEAREEAREERA ¢

RBAEDNMREZRHAERAE *=

—EEE+ZA=+—H KARFZE
EMBARYAETRREYNAR EFBEHT:

2002 2001
ARE TR AREFT
Rmb’000 Rmb’000
2,027,841 1,615,347
686,837 981,409
2,714,678 2,596,756

In the opinion of the directors, the amounts due from
subsidiaries are not repayable within twelve months and are
therefore classified as non-current.

Details of the Company’s principal subsidiaries as at 31st

the PRC, are:

R A
Registered
share capital

ARE TR
Rmb’000

746,853

709,237

136,000

859,723

27,000

ARAHACRT
RAEEz LR
Proportion of
nominal value of
registered capital held
by the Company

E& A
Directly Indirectly
% %
90.94 =
87.37 =
100 =
62.54 =
55.55 44 .45

December, 2002, all of which are incorporated and operating in

TERK

Principal activities

BE IR

Manufacture of boilers

RS REERARKNEERA

Manufacture of steam turbine
generator sets and hydro
turbine generator sets

RUEBUHITRRSE
Provision of engineering
services for power stations

B3 R b i
Manufacture of steam turbines

=]
B

Trading

e
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15.  INTERESTS IN SUBSIDIARIES (continued)

BE_ZTE-_F+-A=+—BLEFE
15. REBE2RAES ()

MR A
ig- NG Registered
Name of subsidiary share capital

AR¥Fr

Rmb’000

RRERNEHMERE 10,000
BREAERA *
RERRBEPRNAERAR ** 80,000

REXERFEERXIEME 50,000
ROBERAR *

BRERE RS 10,010
BEREMERA *

RREGHRRESS TR 15,000
BEREMERA *

REBBURBRER 8,000
(Note) (Kfit)

v AREERA
v RBARAR
SR TS

ARRAFRERT
BRAEE LR

Proportion of

nominal value of
registered capital held  FE%##
by the Company Principal activities
E& &
Directly Indirectly
% %
- 100 MEER
Property development
34 63.85 S
Manufacture of valves
60 - X B R TR R T R
Research and development
of power equipment
engineerisation technology
- 100 PHRBOREEF £ RBuE
Provision of repair and
maintenance service for
steam turbines
- 99.46 MIEE N B B 2B0E Rie i
Provision of quality control
services for boilers
manufacturing
- 78 TRRRERE
Manufacture of engineering
equipment
* Limited liabilities company

*x Joint stock limited enterprise

76

R

BE-TT_F+-A=1+—-R8"
WM B AR ERSHIKAFREE

R

Il-n

***  Cooperative joint venture

Note: At the balance sheet date, this subsidiary is in the

process of reforming as a limited liabilities company.
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Notes to the Financial Statements

For the year ended 31st December, 2002

15.  INTERESTS IN SUBSIDIARIES (continued)

The above table lists the subsidiaries of the Group which, in
the opinion of the directors, principally affected the results or assets
of the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at
the end of the year.

16. INTERESTS IN ASSOCIATES

AEE AR F

THE GROUP THE COMPANY
2002 2001 2002 2001
ANRETT AREFTT ARMTrT ARETT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
FELEMRERAK Unlisted investment at cost - = 45,100 45,100
hEER Share of net assets 83,897 29,586 = =
BERELERE Impairment loss = = (5,000) (5,000)
83,897 29,586 40,100 40,100

AEBNARRGERBE-FMIRHER
N E ARE44.25% © %A ) BEK R
HE HELRAMELRENKSBASHAR
BN RERN TEEUM TR EM
BREBCIER HEERS

W AEBEBESESKEAGRES
BETDAFMERRS0% - Z AR T BEMKZH
TKERMBEAEMT -

The Group and the Company hold a 44.25% of the registered
capital of BRAE=F KM EMR AR, a Company established in
the PRC engaged in development, production and sale of plasma-
enhanced and electrochemical surface ceramicised light alloy
materials, building aluminium templates and boards, industrial
special nature materials, electrophoresis paints, electrolyte, relevant
chemical products.

In addition, the Group holds a 50% of the registered capital
of HEEB BB KEXHHEAREZML LA, a Company established
in the PRC and is engaged in manufacturing of electrical equipment.

I



BE-_ZTET_F+=-B=+—HLFE

Notes to the Financial Statements

For the year ended 31st December, 2002

17. REMRE 17.  INVESTMENTS IN SECURITIES
AEE AR F
THE GROUP THE COMPANY
2002 2001 2002 2001
AR TrT AREFTT AR¥TrT ARETT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
RHKE Non-current investments
HEEETIRE Unlisted investment securities
in the PRC 53,710 61,203 2,871 -
MHE Current investment
REZIBNGES Held-to-maturity debt securities 9,600 - 9,600 -

EXMRAREFUREZBETINIRE
e

18. ®E

E&m

BLAK i

FEHEREKRA
FARHECEHEREER

TES 5AR®641,717,0007T (ZTZT—
F: AR #388,527,00070) B EM K AREZS T
(ZZZT—F: AR#417,127,22570) ERLTZ - A
R #31,965,0007T (Z 2% —4: AR #45,085,000
7T) B BLE S A R #6,907,000 (Z T T — 4
AR#26,647,0007T) WARBEE 2 S EREE
AR R FET R

5
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The directors consider that the investment securities are
worth at least their carrying amount.

18. INVENTORIES

r5E

THE GROUP
2002 2001
ARE TR AREFT
Rmb’000 Rmb’000
Raw materials 650,744 564,923
Work in progress 1,504,201 1,138,330
Finished goods 648,520 762,396
Properties under development 93,666 182,572
Completed properties for sale 111,373 49,731
3,008,504 2,697,952

Included above are raw materials of approximately
Rmb641,717,000 (2001: Rmb388,527,000), work in progress of
approximately Nil (2001: Rmb417,127,225), finished goods of
approximately Rmb31,965,000 (2001: Rmb45,085,000) and
completed properties for sale of approximately Rmb6,907,000
(2001: Rmb26,647,000) carried at net realisable value.
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19. EWBER 19. TRADE DEBTORS
BTEPZEEHENER —RIDEER The credit terms given to the customers vary and are
KPP ZMBERME AT B ME R HEEYETE generally based on the financial strengths of individual customers.
AZEERR AREEHETEFERT M. In order to effectively manage the credit risks associated with trade
debtors, credit evaluations of customers are performed periodically.
REEBBRABKERNRERITBOT: An aged analysis of trade debtors at the balance sheet dates
is as follows:
i |
THE GROUP

2002 2001
ARMFR ARETT
Rmb’000 Rmb’000
1R Within 1 year 1,150,864 984,095
1F£E2F 1 to 2 years 291,801 354,814
2FE3F 2 to 3 years 148,596 240,050
3FAE Qver 3 years 336,101 383,474
1,927,362 1,962,433

i R
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Notes to the Financial Statements

For the year ended 31st December, 2002

20. AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT

WORK
riN- |
THE GROUP
2002 2001
ARMFTT AREFT
Rmb’000 Rmb’000
Contracts in progress at the
balance sheet date:
Contract costs incurred 2,572,999 3,893,412
Recognised profits less
recognised losses 189,837 393,771
2,762,836 4,287,183
Less: Progress billings (2,109,256) (3,582,292)
653,580 704,891
Represented by:
Due from customers included
in current assets 876,981 838,271
Due to customers included in
current liabilities (223,401) (133,380)
653,580 704,891

As at 31st December, 2002 and 2001, there were no
retentions held by customers for contract works.

21. AMOUNTS DUE FROM FELLOW SUBSIDIARIES

The amounts are unsecured, non-interest bearing and are
repayable on demand.
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Notes to the Financial Statements

For the year ended 31st December, 2002

22. TRADE CREDITORS

An aged analysis of trade creditors at the balance sheet
date is as follows:

- |

THE GROUP
2002 2001
AREFT ARETFT
Rmb’'000 Rmb’000
Within 1 year 769,137 467,459
1 to 2 years 38,715 53,622
2 to 3 years 10,516 70,606
Over 3 years 69,577 53,926
887,945 645,613

23. DEPOSITS RECEIVED

The amount represents progress payments received from
customers in respect of work in progress and properties sold in
advance.

24. AMOUNT DUE TO ULTIMATE HOLDING COMPANY

The amount is unsecured, non-interest bearing and is
repayable on demand.

25. TAX LIABILITIES

g |

THE GROUP
2002 2001
AR¥ETFT ARBFTT
Rmb’000 Rmb’'000
Value added tax 23,870 51,080
Income tax 2,621 6,172
Business tax 4,391 4,819
Others 4,644 9,815
35,526 71,886

e
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26. fBX 26. BORROWINGS
ARE ALH
THE GROUP THE COMPANY
2002 2001 2002 2001
#ER  HBER By BOER  HBER ag  RAER 2y
Bank Other Bank Other Bank
loans loans Total loans loans Total loans Total
AERFR AERTR ARETR ARETT ARETT ARETT AEETR ARETI
Rmb’000 Rmb’000 Rmb’000 Rmb'000  Rmb'000  Rmb'000  Rmb'000  Rmb’'000
ERERENT: The borrowings are
repayable as follows:
—ER Within one year 2,156,157 - 2,156,157 2,182,780 - 2,182,780 28,000 -
—EfE More than one year but
not exceeding two years 406,000 - 406,000 501,000 - 501,000 60,000 18,000
ZERE More than two years but
not exceeding five years 1,088,500 1,160 1,089,660 715,895 510 716,405 180,000 -
AFENE After five years 185,395 155,403 340,798 342,000 142,677 484,677 125000 325,000
3,836,052 156,563 3,992,615 3,741,675 143,187 3,884,862 393,000 343,000
HARERDARAE Less: Amount due within
R-ERERH A one year classified
as current liabilities (2,156,157) - (2,156,157) (2,182,780) - (2,182,780)  (28,000) -
1,679,895 156,563 1,836,458 1,558,895 143,187 1,702,082 365,000 343,000
RIZEE-_F+-_A=1+—H AEEEXK At 31st December, 2002, Rmb80,000,000 (2001: Nil) of the
A R#80,000,000T (ZEE—F: ARBETT) Group's borrowings and Rmb10,000,000 (2001: Nil) of the
RADRMERH ARK10,000,0000T (ZTT—%: Company’s borrowings are secured.

ARBZL) AEERER-

RZZEZ-_F+-_A=+—H AEEKAE At 31st December, 2002, Rmb365,000,000 (2001: Nil) of
NG R ARE365,000,0000T (ZEFT—F: A the Group’s and the Company’s bank borrowings are guaranteed
REZTT)AREEERMER. by HPEGC.

HiE R AEERR A - Other loans are unsecured and non-interest bearing.

5
Cyl ]
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Notes to the Financial Statements

For the year ended 31st December, 2002

27. SHARE CAPITAL

2002 2001
ARMFR AREFT
Rmb’000 Rmb’'000

Ordinary shares of Rmb1 each
Registered 1,189,151 1,189,151

Issued and fully paid:

State shares 720,000 720,000
H shares 469,151 469,151
1,189,151 1,189,151

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

There were no changes in the Company's share capital for
both years.

28. ADVANCE FROM ULTIMATE HOLDING COMPANY

HPEGC agreed not to charge any interest on other long term
loan of Rmb56,480,000 (2001: Rmb56,420,000) for the year ended
31st December, 2002.

The remaining Rmb30,000,000 raised in 2001, Rmb32,000,000
raised in 1999 and Rmb23,000,000 raised in 1998 will be subject
to an annual interest charge of 5.76%, 5.76% and 5.49%
respectively.

There is no fixed repayment term.
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Notes to the Financial Statements

For the year ended 31st December, 2002

2. BEX¥BRERS 29. MAJOR NON-CASH TRANSACTIONS

(i) RER WK 1RE ASEET (i) During the year, certain subsidiaries of the Group
FRABREEEBRARNEBEA capitalised debts of Rmb479,319,000 owing to the
R #479,319,0007T & A1t Assets Management Companies (note 1).

(ii) AEBR-—BMEQNT HEESEE (i)  Part of the consideration of the Group's investment
KERGREERFEMEDA 21 in an associate, HEEEBKEAGREERELTA
= B R B A AR #35,776,0007T A, was satisfied by construction-in-progress of
ZERIREE- Rmb35,776,000.

30. HAEE 30. CONTINGENT LIABILITIES
rEE AR F
THE GROUP THE COMPANY
2002 2001 2002 2001
AR TT AREFT ARETT AR%Trn
Rmb’000 Rmb’'000 Rmb’000 Rmb’'000
AIE A RER Guarantee given to banks
—MRSRIT R A A and financial institutions
RIT R B in respect of general
1R 2 R banking facilities granted
to subsidiaries - - 1,074,500 -
31. BEXRRIE 31. CAPITAL COMMITMENTS
AEE
THE GROUP
2002 2001
AR¥ETFIT AREFTT
Rmb’000 Rmb’000
BERTEEMNEAT N Capital expenditure for the
acquisition of property, plant
and equipment
- BRYVBARRTBHREPEE - contracted for but not
provided in the financial
statements 271,335 197,424
- BEHEBRREN - authorised but not contracted
for 165,555 33,000
436,890 230,424

FRARA) L EAE T E R AELE-

5
Cyl ]

The Company has no capital commitments for both years.



£F Bt %5 R MY R

BE-—ZTZ_F+-A=+—HLFE

32. AE

BE_ZZ_F+_-_RA=1+—H ~A£BA
EEREARZIINEER BRI T —EHNEE
EAR-RNEER MEZINEEESRNT:

HERT
BAXT

FENARQBALE J F AT
33. EBHEARTEN

HRBARERTRORMBEBERLE
BERARAERBITEER - RRTEEELE
fRe

34. RAKEAFE

RE-NAARFRENRT AEEEERR
KRBERGNTRBARTHERREXEERER
MERRZES ARERRARIEATEN
DRPHNERAREZES BTREEKRTENS%A
fT-BR LR BREFRARBERREESIM &
BEARN FEEEERREXNBOERE R
REFNSHEE BERR AREFEERNERAK
ERENRBHXHEE BREIERES EBE
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Notes to the Financial Statements

For the year ended 31st December, 2002

32. COMMITMENTS

During the year ended 31st December, 2002, the Group
entered into a number of foreign exchange contracts to manage its
exposure to fluctuations in foreign exchange rates on construction
contracts. The foreign exchange contracts held at the balance sheet
date were as follows:

X&EE
THE GROUP
2002 2001
ARMFR AREFT
Rmb’000 Rmb’000
Sales of Japanese yen 532,260,000 -
Purchase of United State Dollars 568,753,000 -

The Company has no such commitments for both years.
33. PLEDGED BANK DEPOSITS

The amounts represented deposits pledged to banks and
financial institutions to secure bank borrowings and general banking
facilities granted to the Group and the Company.

34. RETIREMENT BENEFITS SCHEME

In accordance with regulations issued by the local
government in 1996, the Group is required to make contributions
to a defined contribution retirement fund which is administered by
the Harbin Social Insurance Administration Bureau of the local
government. The Group is required to contribute 22% of the basic
salary of its existing PRC staff, while employees contribute 8% of
their basic salary. Apart from the above, the Group is also obliged
to pay pensions and retirement benefits during the transition period.
During the transition period, pension payments are calculated by
reference to the staff's monthly basic salaries and period of service
and are paid by the Harbin Social Insurance Administration Bureau
and the Group. After the transition period, pension payments will
be paid by the Harbin Social Insurance Administration Bureau only
by reference to the payable amount of individual saving account
and the Group has no material obligation for the pension payments
or any post-retirement benefits beyond the annual contributions
described above.

e
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3. BBRALXEZ

BE-—NANRF+—A+tA%BZAHT
FHRERFREYREOHE ASEFTRBE
SELENBARRRAEWKER . REERRES A
A AR®S583240008 (ZEZT—F: AR
60,285,0007T) K& AR #8,730,0007T (Z T —4:
AK%13,886,0007T) - B AR RAERARRIE 2
G E2EMT28 -

BE-_ZZ_F+-_FB=1—8 K£ER
REEEBZHEBRARARMBRBEAARE
13,563,0007T (ZE T —F: AKX #¥8,689,0007T) °
EHRERBBARRBZIER F2EME2 -

XHERAZBEUR G 2TIHEHT
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Notes to the Financial Statements

For the year ended 31st December, 2002

35. RELATED PARTY TRANSACTIONS

Pursuant to an agreement on provision of welfare and
support services for a period of 10 years from 7th November, 1994,
service fees paid to and received from HPEGC and its subsidiaries
amounted to approximately Rmb58,324,000 (2001: Rmb60,285,000)
and Rmb8,730,000 (2001: Rmb13,886,000) respectively. For details
of the arrangement concerning amount due to ultimate holding
company, see note 28.

During the year, the Group made purchases from subsidiaries
of HPEGC amounted to approximately Rmb13,563,000 (2001:
Rmb8,689,000). For details of the arrangement concerning amounts
due from fellow subsidiaries, see note 21.

The transaction prices were determined by reference to
market prices for similar transactions.

At the balance sheet date, credit facilities granted by certain
banks to the Company were secured by corporate guarantee given
by HPEGC.



