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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 notes 15 and 16, respectively.

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, 2004, 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.
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POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public
Accountants (“HKICPA") issued a number of new or revised
Hong Kong Accounting Standards (“HKAS") and Hong Kong
Financial Reporting Standards (“HKFRS") (herein collectively
referred to as “new HKFRSs”) which are effective for
accounting periods beginning on or after 1st January, 2005.
The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31st December, 2004.

Management is assessing, but has not yet determined, the
potential impact of these new HKFRSs will have on its
financial position and results of operations. These new
HKFRSs may result in changes in the future as to how the
results and financial position are presented.

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.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’'s
balance sheet at cost less any identified impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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 where it is probable will be
recoverable.
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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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

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 of 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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.

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Construction contracts (continued)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Income taxes

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income
and expense that are taxable or deductible in other years,
and it further excludes income statement items that are never
taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised
to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can
be utilised.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited in the
income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax
is also dealt with in equity.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.
Deferred tax assets and liabilities are offset which they
related to income taxes levied by the same taxation authority
and the Company intends to settle its current tax assets and
liabilities on a net basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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.

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. Gains 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.
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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:

2004 2003

ARMFTT ARSFT

Rmb’000 Rmb’000

Sales of properties 170,256 83,832

Sales of goods 8,842,005 3,855,843
Revenue from construction

contracts 1,180,669 1,179,968

Services rendered 22,740 24,603

10,215,670 5,144,246

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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6. XBALESH (K 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
EKo (E) Business segments (continued)
ARELEBNABELINRMAT: Segment information about these businesses is presented

below.
2004 BUEK REREHR
AEIHRE KETHRE SUIRKE LREERE RHETER
Main Main Engineering  Ancillary AC/DC
thermal hydro services  equipment motors
power power  for power  for power  and other R E i 8 a6

equipment  equipment stations stations products Eliminations Consolidated
ARBTRE ARBTR ARETR ARBTT ARETR ARETT ARKET:R
Rmb’000  Rmb'000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

TEERBA REVENUE

LSO External sales 7,208,106 728,162 1,180,669 224,614 874,119 - 10,215,670
ELON Inter-segment sales 37,009 - - 155,345 156,928 (349,282) -
A Total revenue 7,245,115 728,162 1,180,669 379,959 1,031,047 (349,282) 10,215,670
NHBEHNHEERUNRITSERTEN- Inter-segment sales are charged at prevailing market rates.

THBERR SEGMENT RESULTS 559,194 35,723 59,675 26,062 82,332 - 762,986
AABEBERE  Unallocated corporate expenses (550,257)
eXEH Profit from operations 212,729
RS Finance costs (47,889)
RESA%EH  Share of results from associates 4,123 4,123

BHAIELHE  Profit before taxation

£R5H 168,963
#a Income tax expense (27,034)
BREEH Profit after taxation 141,929
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6. ¥ENHED (HF) 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
%o (&) Business segments (continued)
BEARR BALANCE SHEET
2004 EhEN RERER
RETHRE KEIRFRE EUIRRE REERE RECER
Main Main Engineering  Ancillary AC/DC
thermal hydro services  equipment motors
power power  for power  for power  and other af
equipment  equipment stations stations products Consolidated
ARBTT ARETR ARETn AREFn ARETT ARETR
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
EE ASSETS
PHEE Segment assets 12,695,467 1,439,534 1,793,799 1,047,837 2,361,086 19,337,723
REBENE 2 ER Interests in associates - - - - - 109,440
APBBYEE Unallocated corporate assets 11,568,036
AltEEE Consolidated total assets 31,015,199
Bf LIABILITIES
PRBE Segment liabilities 18,510,608 1,612,094 811,774 1,420,226 2,032,631 24,387,333
FIBETERE Unallocated corporate liabilities 2,974,258
Altaafk Consolidated total liabilities 27,361,591
EvER OTHER INFORMATION
BRI Capital additions 633,025 28,433 2,11 32,244 24,109 720,532
nEREH Depreciation and amortisation 167,458 31,359 4,306 9,574 28,345 241,082
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6. XBALESH (K 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
EKo (E) Business segments (continued)
2003 BUEE RENEH
NETREE KEIRRE BUIRRE REERE REUER
Main Main  Engineering Ancillary AC/DC
thermal hydro services  equipment motors
power power  forpower  forpower  and other ALiEi% af
equipment  equipment stations stations products  Eliminations  Consolidated

ARRTE  ARBTL ARBFL ARBTT ARETT ARXTT ARETR
Rmb’000  Rmb'000  Rmb'000  Rmb'000  Amb'000  Amb'000  Amb'000

TEERMA REVENUE

SR External sales 2,898,839 517,555 1,179,968 147,132 400,752 - 5,144,246
AHHMA Inter-segment sales 13,405 - - 26,630 31,131 (71,166) -
aA Total revenue 2,912,244 517,555 1,179,968 173,762 431,883 (71,166) 5,144,246
Inter-segment sales are charged at prevailing market rates.
PHEEHR SEGMENT RESULTS 395,225 120,359 62,996 38,473 36,004 - 653,057
APEBHER  Unallocated corporate expenses (477,722)
EERA Profit from operations 175,335
B Finance costs (111,525)
REEREEF  Share of results from associates 6,526 6,526

Bitaica Profit before taxation

T 1%
i Income tax expense (14,090)
Bk aH Profit after taxation 56,246

i
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6. EBNHESI(H) 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
%o (&) Business segments (continued)
BERER BALANCE SHEET
2003 BUEE QENEH
NBXRRE KEIMRE EHIBRE REERE REVER
Main Main  Engineering Ancillary AC/DC
thermal hydro services  equipment motors
power power  forpower  forpower  and other i
equipment  equipment stations stations products  Consolidated
ARETL ARETT ARETT ARETT AREFT  ARETR
Rmb’000 Rmb'000 Rmb’000 Rmb’000 Rmb’000 Rmb'000
EE ASSETS
PHEE Segment assets 6,213,775 1,369,760 1,629,099 1,210,209 2,178,946 12,601,789
REENT LB Interests in associates - - - - 90,423 90,423
ROBRHEE Unallocated corporate assets 4,821,529
AlEEE Consolidated total assets 17,513,741
gf LIABILITIES
2B&E Segment liabilities 7,183,203 833,058 276,931 1,342,565 1,220,249 10,856,006
RPBRLAE Unallocated corporate liabilities 3,136,521
AlEERE Consolidated total liabilities 13,992,527
HvEH OTHER INFORMATION
ARERH Capital additions 127,234 9,342 n 36,740 114,485 288,172
nERGH Depreciation and amortisation 118,749 29,695 5,267 24,202 30,292 208,205
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BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

6. XBALESH (K 6.  BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
i & 5 7 Geographical segments
AEEZFEEBUATERERFER The Group's operations are located mainly in the PRC. The
A-RESERT: following table provides an analysis of the Group's sales by

geographical market, irrespective of the origin of the goods/
services:
HEWARBED B

Sales revenue by
geographical market
Year ended Year ended
31.12.2004 31.12.2003
ARETR AREF T

Rmb’000 Rmb’'000
ER PRC 8,274,048 4,033,250
B AN Overseas 1,941,622 1,110,996
B A Total revenue 10,215,670 5,144,246
AEBIZEENGBEE2UNPER The majority of the Group’s assets and liabilities are located
N-R—_ZENF+-_A=+—HBR=ZZT in the PRC. The assets and liabilities situated overseas
SEFZACT R URBIEENE account for less than 10% of the Group's assets and
BONEEREEMBEREN10% ° liabilities as at 31st December, 2003 and 2004.

i
e
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FIMBEFUEREBEZRE

REFLMEFERERR

RERETEEWRS
IS 8 B

FRREBEE 27 HHEBA

AE= 5 MR 2 F 8 A
EE

B bR
ET-EY TR

BEBERBA
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7. OTHER OPERATING INCOME

Notes to the Financial Statements

Included in other operating income are the following:

Dividend income from unlisted
investment securities

Gain on disposal of unlisted
investment securities

Gain on disposal of property,
plant and equipment

Government subsidy

Interest income from financial
institutions

Interest income from other third
parties

Other income

Profit from sales of raw materials

Reversal of allowance for bad and
doubtful debts

VAT refund

2004 2003
ARE T ARETT
Rmb‘000 Rmb’000
645 222

= 978

2,533 -
399 20,000
121,293 23,823
= 2,400

12,738 14,887
8,491 25,527
7,414 12,120

= 8,432
153,513 108,389
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Notes to the Financial Statements

BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

EXaRA 8.  PROFIT FROM OPERATIONS
LERMBEME Profit from operations has been arrived at after charging:
2004 2003
AR® T ARETT
Rmb’'000 Rmb’000
RERER Allowance for bad and doubtful
debts 1,360 6,112
FEEE Allowance for inventories 10,822 5,680
% SR B & Auditors’ remuneration 2,780 2,780
HEREH Depreciation and amortisation 241,042 208,205
REBETEERXK Loss on disposal of property, plant
and equipment - 896
BE 5% B8 Net foreign exchange loss 2,494 2,978
HERERER Research and development expenses 204,203 118,234
NTRERELRAREE (H738) Service fees paid to HPEGC and its
subsidiaries (note 38) 53,455 60,960
EEEREEMECEIHA Staff costs including directors’ and
supervisors’ emoluments 526,754 436,223
BRReRBE Retirement benefit scheme
contributions 80,101 78,551
BHEMERERE GEAEMESZH) Impairment loss recognised in
respect of investments in
securities (included in other
operating expenses) 2,043 =
WEFA: and after crediting:
HnEEBELRREE (MF38) Service fee received from HPEGC
(note 38) 11,874 8,666

i
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Notes to the Financial Statements

BE-_SEZFENE+_-_A=+—RHLLEE For the year ended 31st December, 2004

9. #MHBXZH 9.  FINANCE COSTS
2004 2003
AR¥ TR AREF T
Rmb’000 Rmb’000
fig M B X Interest on borrowings:
ARBEFAZHEERBR wholly repayable within
five years 49,197 111,917
BEARAFAZHERER not wholly repayable within
five years 8,926 10,601
58,123 122,518
B ERREAZEBERIRAMES L Less: Interest capitalised (10,234) (10,993)
47,889 111,525
AERRARERZEERARKEANREE Borrowing costs capitalised during the year arose on the
B—RIEERIZE% (ZST=F:6%) B F general borrowing pool and are calculated by applying a
S VNN ;0 capitalisation rate of 6% (2003: 6%) to expenditure on

qualifying assets.

5
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Notes to the Financial Statements

BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

10. EESREENSE 10. DIRECTORS’, SUPERVISORS' AND EMPLOYEES' EMOLUMENTS
2004 2003
AR¥ETFTT AR%FL
Rmb’000 Rmb’000
B Fees:
HITES Executive directors 775 659
FMTES Independent non-executive
directors 180 139
EE Supervisors — =
955 798
HEme: Other emoluments:
e RETREN Salaries and other benefits
—-HITES - Executive directors = =
—FHTES - Independent non-executive
directors - =
BRe REE Retirement benefits scheme
contributions
—HITES - Executive directors 27 23
—FHTES — Independent non-executive
directors 9 6
991 827
He e : Other emoluments:
EE Supervisors
e kETEA Salaries and other benefits 362 186
RBike hEE Retirement benefits scheme
contributions 35 27
397 213
EMTFEEZEMEBE L1008 T None of the directors received more than HK$1,000,000 for

any of these two years.

RIZZ=FR-_TTNF FEERfIK The five highest paid individuals in the Group in 2003 and
mHEe2@AIALTHARRRZESHE 2004 were directors and supervisors of the Company and
S HMESIRW Lo details of their emoluments are set out above.

i
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BE-_SEZFENE+_-_A=+—RHLLEE For the year ended 31st December, 2004

11. BE 11. INCOME TAX EXPENSE

BMEXHBE: The charge comprises:
2004 2003
AR TR AREFT
Rmb’000 Rmb’000

REIFTET PRC enterprise income tax

—AEE - current year 26,898 13,275
- BEFEEBETRE — underprovision in prior years 136 815
27,034 14,090

&L DR A E B A AT 2 AR B BA
REI5%t BT EMEHR-

REFBEHRBLERBERR-—AAD
FZRA-TABRBEL XM AEERE
R E AR R R E QT UINER
RBMABRI5% HERBNAER -

REERNTEBEEMARA Eh —
ERARAFERLHRPEMEH R~
B AR 2 BRI ARRI3% L BE
BNMER-

5
B

The charge mainly represents PRC enterprise 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, except for certain subsidiaries
and an associate, is subject to an enterprise income tax rate
of 15%.

Pursuant to the relevant laws and regulations in the PRC,
the Group's PRC associates are entitled to an exemption
from PRC enterprise income tax for the year and Group's
subsidiaries are subject to an income tax rate of 33% on
the taxable income earned.
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Notes to the Financial Statements

BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

1. BE (&) 11.  INCOME TAX EXPENSE (continued)

AEEHBHEGE RERARNH The tax charge for the year can be reconciled to the profit
RN before taxation per the consolidated income statement as
follows:

2004 2003
Rmb’000 % Rmb’000 %
R 25 A A Profit before taxation 168,963 70,336
REBRI%NBEFE Tax charge at the enterprise
income tax rate of 15%
(2003: 15%) 25,344 15.0 10,550 15.0
REERBARIRAEH33% Additional enterprise income tax in
FEmzEMER respect of the income tax rate
of 33% for subsidiaries 811 0.5 1,115 1.6
EAERERAN R Tax effect of income not taxable
FARBPAUB BT E for tax purpose (4,101) (2.4) (2,453) (3.5)
EdERAFRAN R Tax effect of expenses not
AR HHBBHFE deductible for tax purpose 5,462 3.2 5,042 7.2
RBENRERE Effect of tax exemption granted
Rzt % to an associate (618) (0.4) (979) (1.4)
BAFEZBRERR Underprovision in respect of prior
years 136 0.1 815 1.2
REERBZ L Tax charge and effective tax rate
for the year 27,034 16.0 14,090 20.1
RZZETMNFE+-_A=+—H BHRELRE At 31st December, 2004, the deductibility of the allowance
MEMHBHREAEXNBREREERRE for doubtful debts and impairment of certain assets for
LEERERENNAR R EZRA taxation purpose has not been agreed with the local tax
RERHEHBEER DB RRER bureau. In the opinion of the directors, it is not reasonably
REEEZEERE Z = %ﬁ AR certain that the whole or part of the amount of accumulated
188,211,000 (Z T T =F: AR¥ allowance for doubtful debts and impairment of certain
193,193,0007T) & %WHM:VETDW% & assets of approximately Rmb188,211,000 (2003:
WEENEEHBEEEDSTHRRA. Rmb193,193,000) could be deducted in determining taxable

profits in the future. Accordingly, the potential deferred tax
asset effect has not been recognised in the financial

statements.
R_EZEMNF+_A=T—RARAEERN There was no significant unprovided deferred taxation for
WEEBARBEGZETHE- the year or at the balance sheet date.

i
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12. BRE 12.  DIVIDENDS
2004 2003
AR¥ETR ARBF T
Rmb’000 Rmb’000
RAPEN—_ZEZT=FREFMRAKRK0.0087T Final dividend paid for 2003
(Z2Z=F: AR¥0.0067T) of Rmb0.008 (2002: Rmb0.006)
per share 9,513 7,135
EEREAFERREREARK0.0517T The final dividend for 2004 of Rmb0.051 (2003: Rmb0.008)
(_7 T=F: AR¥0.0087T) ' Lillizid per share has been proposed by the directors and is subject
FEERREASH A to approval by the shareholders in annual general meeting.
13. BRER 13.  EARNINGS PER SHARE
BREBENDBRAFERNARE The calculation of the earnings per share is based on the
117,572,000 (ZEZE=F: ARK profit for the year of Rmb117,572,000 (2003:
53,471,000t ) R 2 F B E#T2KR M Rmb53,471,000) and on 1,189,151,000 shares (2003:
1,189,151,000f% (= & & = #F : 1,189,151,000 shares) in issue throughout the year.

1,189,151,000/%) st & -

5
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BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

14. BEEE 14.  PROPERTY, PLANT AND EQUIPMENT

ROEKE
hERN i

THEREN  RERE $E
1HRET &% &Y RE  RBIR @
Land and
buildings

under medium
term land Furniture, Con-
use rights  Plant and fixtures and Motor  struction-
in the PRC  machinery  equipment vehicles in-progress Total

ARBTL ARETL ARETT ARETT ARETT ARETI
Rmb'000  Amb'000  Rmb'000  Rmb'000  Rmb'000  Rmb'000

A5H THE GROUP

S )y

R-FZME-F-A At 15t January, 2004 1,505,186 1,986,251 155,078 94,943 494,643 4,236,101
REMBLARK On disposal of a subsidiary - (4,723) (372) (638) - (5,733)
RE Additions 5,967 40,395 16,941 8,148 649,081 720,532
E 8 Transfers 171,984 266,734 51,062 3,709 (493,489) -
RE Disposals (34,677) (46,453) (8,893) (20,464) - (110,487)
R-ZEME+ZB=1-H At 31st December, 2004 1,648,460 2,242,204 213,816 85,698 650,235 4,840,413
FEREH DEPRECIATION AND AMORTISATION

RZFTWME-F-A At st January, 2004 483316 1,218,849 99,563 60,617 - 1,862,345
REHBLA On disposal of a subsidiary - (3,850) (308) (182) - (4,340)
AEERE Provided for the year 49,814 164,399 16,581 10,248 - 241,02
REREH Eliminated on disposals (22,929) (41,577) (8,175) (15,969) - (88,650)
R-ZEME+ZB=1-H At 31st December, 2004 510,201 1,337,821 107,661 54,714 - 2,010,397
REFE NET BOOK VALUES

R-ZEME+ZB=1-H At 31st December, 2004 1,138,259 904,383 106,155 30,984 650,235 2,830,016
R-EEZE+-FA=1-H At 31st December, 2003 1,021,870 767,402 55,515 34,326 494,643 2,373,756

ERIBADEERREARAZASBFEAARY Included in construction-in-progress is net interest capitalised of
5,444,000t (ZZZ =4 : AR %18,650,0007T) ° Rmb5,444,000 (2003: Rmb18,650,000).

Hh
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14. EE&E (&) 14. PROPERTY, PLANT AND EQUIPMENT (continued)

RABRA

HERH ELS

THEREN  RERRE %E

THRET R#& ER% RE  EBIE it
Land and
buildings

under medium

term land Furniture, Con-

use rights  Plant and fixtures and Motor  struction-

in the PRC  machinery  equipment vehicles in-progress Total

ARBTT ARETL ARETT ARETT ARETT ARETT
fmb'000  Amb'000  Rmb'000  Rmb'000  Rmb'000  Rmb'000

b ING THE COMPANY

7S 0y

R-ZZEMF-F-R At 15t January, 2004 28,518 = 4,826 3,858 71,106 108,308

HE Additions = = 536 = 208,871 209,407

g% Transfers 156,099 50,516 36,814 - (243,429) =
RE Disposals - - (527) - - (527)
R=BSBME+=BA=t-H At 31st December, 2004 184,617 50,516 41,649 3,858 36,548 317,188

HERES DEPRECIATION AND AMORTISATION

R-ZZMF-F-R At 15t January, 2004 4,832 = 3,457 2,487 = 10,776

KEERE Provided for the year 3,445 2,091 2,47 24 - 8,007

RENEH Disposals - - (486) - - (486)
RZBEME+-A=+-H At 31st December, 2004 8,277 2,091 5,218 2,111 = 18,297

BHFE NET BOOK VALUES

RZBEME+=-A=+-H At 31st December, 2004 176,340 48,425 36,431 1,147 36,548 298,891

RZZE=FF+-A=F—H At 31st December, 2003 23,686 - 1,369 1,371 71,106 97,532

R=AAEENAR AEERARBREFERER - The Group and the Company were granted the rights to use the

HMEBRETREBFMEE . T HFERE AH land, on which its buildings are situated, by the PRC State Land

At Administration Bureau for a period of 50 years from September
1994,

5
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BE-ZSEZENE+_-_HA=+—HIEE For the year ended 31st December, 2004

15. RHEARER 15.  INTERESTS IN SUBSIDIARIES
2004 2003
AR¥ETFTT ARBF L
Rmb’000 Rmb’000
FEMHRERK Unlisted investments, at cost 2,027,841 2,027,841
& Wi T /8 /A m) R Amounts due from subsidiaries 490,771 685,118
2,518,612 2,712,959
BEEMRARLAEKMBERARFERTFE LR In the opinion of the directors, the amounts due from subsidiaries
REANTERE UHEAERBDEE- are interest free and not repayable within twelve months and are

therefore classified as non-current.

RZZZEME+ZA=+—H AR ENE Details of the Company's principal subsidiaries as at 31st December,

AR AETERIMHAR EFBEWT: 2004, all of which are incorporated and operating in the PRC, are:
APABEE
i PNCER R A RORAEEZLE TEER

Proportion of
nominal value of
Registered registered capital held

Name of subsidiary share capital by the Company Principal activities
AREFT BE#E ) &
Rmb’000 Directly Indirectly
% %
RERMEMBREEAA * 746,853 90.94 - RiERE

Manufacture of boilers

MEERBERIER 709,237 87.37 = HERREERAR KN EERA
Manufacture of steam turbine
generator sets and hydro
turbine generator sets

MARBWIRERAMERA * 136,000 100 - REBHIERS
Provision of engineering
services for power stations

EREABHRBRERIEMELA * 859,723 62.54 - BUE
Manufacture of steam turbines

BCREHHIEEEZRHERADA ** 27,000 55.55 44.45 25
Trading

Hh



Bt 7% ] R B &

Notes to the Financial Statements
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15. RHEBRARER (&) 15.  INTERESTS IN SUBSIDIARIES (continued)
KAFREBELD
MELRZR R AR BRITRAEEZLE FTEEK

Proportion of
nominal value of
Registered registered capital held

Name of subsidiary share capital by the Company Principal activities
ARMFR E# fE
Rmb’000 Directly Indirectly
% %

BCRERIEHEREEREMEAR * 10,000 51.25 v E

Property development

BEERPEMARNAERLAR ** 80,000 34 63.85 ClRESc
Manufacture of valves

REXERBEERIEHRAFLERAF * 50,000 60 - X BRI TR B 5T 2 5 2
Research and development
of power equipment
engineerisation technology

RRESGRBERNEBEREERA * 10,010 - 100 BIRENTREFR EERSE
Provision of repairs and
maintenance service for
steam turbines

RERBURBREMR * 8,000 - 78 TRERERE
Manufacture of engineering
equipment
REERENEEXRRNBRLDA ** 20,000 - 35(Kf) MEER
(Note) Property development
RRESREBEEIREARAA * 10,000 - 62.54 REAHETIZRS
Provision of engineering service
to turbines
* EREFERTA 5 Limited liabilities company
*x R ERAA **  Joint stock limited enterprise
fat: BERERREREHEEERD Note: According to the written declaration received from
BERAGN6%ER ZREMELE certain shareholders who held 16% registered capital
HZRRBAXRT HAEASES of BREREMEEERMNMER LA, these
CBRERIFERAERKEREE shareholders would vote for the same decision as the
REFE—BCEL RE B G H 8 Group and therefore the Group could control more
NERFHE- than half of the voting power of the company.

5
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15. RWEBLRAER ()

NESHEDNESERAEAFE Z%Zz
I AREECEEEEATECLMER
ZRRBIGECHBER Tz#%@i@ﬁé
ke

ﬁé\qz}_géi I\EH%

BMBLRILRAEMES

REAFA AEERFTEVRERERS
TREREARARA([BERAR]) Z
72. 18%*&@0&/%% N YNGRV
BHERR

16. REEDQAER

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.

During the year, the Group disposed of its 72.18% interests

in RAEMBERBRIEAREMELE ("DELQA"). After the
disposal, A # 2 Al became an associate of the Group.

16. INTERESTS IN ASSOCIATES

rEE PN

THE GROUP THE COMPANY
2004 2003 2004 2003
ARETFRT ARETT AR¥EFr AREFT
Rmb’000 Rmb’'000 Rmb’000 Rmb’'000
FELETRERAK Unlisted investment at cost - = 54,730 45,100
LR Share of net assets 109,440 90,423 - =
EEREEE Impairment loss — - (5,000) (5,000)
109,440 90,423 49,730 40,100

AEENARRAMGRBE=ZFTZRHAERAD

([ZME]) RBRER B N4 A%HW(%E
B)EREMDR ([6ERRS]) EMEL 55
B44.25%F41% © MR D Al AT B KB ZH
DA ZFRFEEBRHE £E HELRTMH
AEBENESBA MBI REER M BER
MTEEMEN BEXR EERREBLCIESR:
HEERE EERETEEBRRRERRE RER
BT RGH REREERNTE A

WO AEBEHESBEEKERGREERET
NAI([HESEE]) RABRLAINEMRER 55
7/%50%%D27.28% o WA B BTEA BIRFER LA
N BESEBEEEBREETKERME M
T-ABRPAETEERAREREEELE SEH R
jﬂ%o

The Group and the Company hold respectively 44.25% and 41% in
the registered capital of BB E=FERHBER R A ("=HFE") and
BRAER-RIERREEEH)FREMELA ("KRKRHB "), which
are companies established in the PRC. =2 is engaged in
development, production and sale of plasma-enhanced and
electrochemical surface ceramicised light alloy materials, building
aluminum templates and boards, industrial special nature materials,
electrophoresis paints and electrolyte, relevant chemical products.
82 )R fR 75 is engaged in the provision of maintenance, installation
and on-site services to owners of turbines, boilers and electricity
generators.

In addition, the Group holds respectively 50% and 27.28% in the
registered capital of HFES BB KEAURNEFRAETE AR ("HE
BE/E") and £ 2D A, which are companies established in the
PRC. 258 is engaged in manufacture of electrical
equipments. A £ 22 & is engaged in the provision of quality control

services for boilers manufacturing.
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17. RBHEMHRE 17. INVESTMENTS IN SECURITIES
KEME KA T
THE GROUP THE COMPANY
2004 2003 2004 2003

ARBFR ARETT ARETR ARETT
Rmb’000 Rmb’000  Rmb’000 Rmb’000

REEE Non-current investments
HEIFEETIRE Unlisted investment securities
— AR E KA in the PRC, net of
BB impairment loss 65,051 68,970 17,879 14,300
REZHNES Held-to-maturity debt
securities 3,209,445 - - -
3,274,496 68,970 17,879 14,300
MERE Current investments
BEZIENES Held-to-maturity debt
securities 1,672,940 296,109 - -
EEMRBESFURECEETNPREE The directors consider that the investment securities are
(E0 worth at least their carrying amount.
18. #E& 18.  INVENTORIES
N | VNN
THE GROUP THE COMPANY
2004 2003 2004 2003
AR®EFr AREFT AREFT ARETT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
R# Raw materials 2,095,643 1,137,431 - -
T8 Work in progress 4,329,610 2,523,791 86,288 -
2UPX o Finished goods 465,228 489,425 — -
B b EE R A A Properties under development 1,118,663 432,910 - -
AREEZRIE Completed properties
3 2 m for sale 111,456 182,564 - -
8,120,600 4,766,121 86,288 -
FEH B ARK2057,740,0000C (ZEF Included above are raw materials of approximately
=% : AK#¥1,080,380,0007T) KR 5 Rmb2,057,740,000 (2003: Rmb1,080,380,000), finished goods of

AE#76,639,0007C (ZZET=F: AR¥ approximately Rmb76,639,000 (2003: Rmb35,649,000) and
35,649,000 ) M B K m Rk AR K completed properties for sale of approximately Rmb11,858,000
11,858,000 (Z T =F: ARK (2003: Rmb21,853,000) carried at net realisable value.
21,853,0007T) M ARNIRE 2 B ER & E

m AR E# R ET R e

5
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19. EWBER 19. TRADE DEBTORS
BTEPZEEHENER —RIEER The credit terms given to the customers vary and are
KPZHHBERME - AT BEUERHEEL generally based on the financial strengths of individual
EXEBcEERR AEEEHETER customers. In order to effectively manage the credit risks
ERAE associated with trade debtors, credit evaluations of customers

are performed periodically.

REERBERABRKESNRRAMNT: An aged analysis of trade debtors at the balance sheet date
is as follows:
X588

THE GROUP
2004 2003
AE®F AREFT
Rmb’000 Rmb’000
1F R Within 1 year 1,830,659 1,343,318
1R 2F 1 to 2 years 333,065 405,224
2EE3F 2 to 3 years 103,798 95,468
3FAE Qver 3 years 191,923 259,263
2,459,445 2,103,273

i
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20, BRESREWR(FR) X 20. AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT
WORK
rEE
THE GROUP
2004 2003
ARMFTT ARBEFTT
Rmb’000 Rmb’000
REEEBRAMNEESR: Contracts in progress at the
balance sheet date:
AN N Contract costs incurred 4,716,220 3,564,474
JE 16 % M N BR AT B R B 18 Recognised profits less
recognised losses 277,033 278,178
4,993,253 3,842,652
B RERIREERE Less: Progress billings (4,587,336) (2,526,421)
405,917 1,316,231
Hep: Represented by:
BESRERR Amounts due from customers
included in current assets 1,013,898 1,388,104
BEESRBKR Amounts due to customers
included in current liabilities (607,981) (71,873)
405,917 1,316,231
HE-_ZEZ=-F+_A=+—HN=-ZZ As at 31st December, 2003 and 2004, there were no
ME+—A=+—HIL - YERFEHRE retentions held by customers for contract works.
ARITIER-
2. EBUWHEARRE 21. AMOUNTS DUE FROM FELLOW SUBSIDIARIES
WRIBARER Tt BEEEEND The amounts are unsecured, non-interest bearing and are
MR - repayable on demand.

5
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22.

23.

24,

JE 4 Bk K

EREFNEREITDT:

1E R

1EE26F
2FER3F
3FAE

EkEE

BULEAERTANIRRBERRY
¥hmERCUBMZEERE-BEREE
mB AR 2 878,848,000 (2003:
2,014,878,000 AR EERZ T A4 H
BRETIZENEE MEAERBAR M
EHRBHANEERE+ —EAARNRE
HIMERTIRERES MBEARDERE

RERERDANE

WHARERR T E REEAEERH
PR

22. TRADE CREDITORS
An aged analysis of trade creditors at the balance sheet
date is as follows:
rEE
THE GROUP
2004 2003
AR® T AREFT
Rmb’000 Rmb’000
Within 1 year 2,054,229 1,318,262
1 to 2 years 211,480 82,193
2 to 3 years 45,868 12,539
Over 3 years 69,393 62,550
2,381,212 1,475,544

23.

24,

DEPOSITS RECEIVED

The amount represents the progress payments received from
customers in respect of work in progress and properties sold
in advance. Included in deposits received of
Rmb2,878,848,000 (2003: Rmb2,014,878,000) were the
progress payments received in respect of contract works to
be commenced twelve months from the balance sheet date
and were classified in the balance sheet as non-current. The
remaining balance represents deposit received for contract
works to be commenced within one year and were classified
as current liabilities.

AMOUNT DUE TO ULTIMATE HOLDING COMPANY

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

=
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25. EXBE 25.  TAX LIABILITIES
rEE
THE GROUP
2004 2003
AR¥FiT AR%F
Rmb’000 Rmb’000
#(E Value added tax 2,976 2,590
FTi8# Enterprise income tax 11,480 (1,644)
BER Business tax 4,650 3,702
Hy Others 3,393 1,165
22,499 5,813
26. fa X 26. BORROWINGS
31| N
THE GROUP THE COMPANY
2004 2003 2004 2003
BOER  RHER ay  BOEX  EMER &g RERER BOEX
Bank Other Bank Other Bank Bank
loans loans Total loans loans Total loans loans

AEBTR ARBFL ARMTR ARKTT ARETT ARBTT ARMFR ARETT
Rmb’000  Rmb’000 Rmb'000  Rmb'000  Amb'000  Rmb'000 Rmb'000  Rmb'000

ERERENT: The borrowings are
repayable as follows:

—ER Within one year 784,200 - 784,200 561,779 - 561,779 135,000 90,000
—EfE More than one year but

not exceeding two years 393,000 - 393,000 594,000 - 594,000 60,000 60,000
ZERE More than two years but

not exceeding five years 705,000 - 705,000 904,500 1,310 905,810 255,000 240,000
RENE After five years 265,395 126,067 391,462 440,394 122,753 563,147 - 75,000

2,147,595 126,067 2,273,662 2,500,673 124,063 2,624,736 450,000 465,000
BBRERBEENA Less: Amounts due within
R-FREFHH one year classified

as current liabilities (784,200)

(784,200) (561,779) (561,779) (135,000)  (90,000)

1,363,395 126,067 1,489,462 1,938,894 124,063 2,062,957 315,000 375,000

5
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26.

27.

28.

fER (&)

R-ZEZWMFE+-/F=+—8§"
h AR #48,178,000T (ZEE=
#65,000,00070) BB EFE K

SEER

FIAR

_77@¢+ A=+—H8 AKEERRE

At 7k A R #450,000,0007 (Z 2

Eir/\ﬁ?ﬁ%%aooo,oooﬂ RIFEEE R
HER.

EEERAEARRTGE.

LN

ERERERBAEARKIT
at ffi

BREARGR:
BB E AR
HA%

RTREBREMAZEERRTERES
FONBEEE 2R ARSI BEEARE

HRZEE AERSEz-
FERAFEARRAL |E-
REHRERARRE

R AR #192,500,0007T (= $E¢
192,000,0007T) ZEERBAET KBE
RERE_ZENERNE Tt E-

R _ZEE-—"FRHEAEBRARK
30,000,0007c — AN EFEEAERARE
32,000,000 K — W ANFEEABHAR
#23,000,0007T 2 Al &2 F F £5.76% -
5.76%#15.49%5T B °

It R 3 4 B T R AR

26. BORROWINGS (continued)
At 31st December 2004, Rmb48,178,000 (2003:
Rmb65,000,000) of the Group’s borrowings are secured.
At 31st December 2004, Rmb450,000,000 (2003:
Rmb465,000,000) of the Group’s and the Company’s bank
borrowings are guaranteed by HPEGC.
Other loans are unsecured and non-interest bearing.
27. SHARE CAPITAL
2004 & 2003
AREFT
Rmb’000
Ordinary shares of Rmb1 each
Registered 1,189,151
Issued and fully paid:
State shares 720,000
H shares 469,151

28.

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.

ADVANCE FROM ULTIMATE HOLDING COMPANY

HPEGC has agreed not to charge any interest on other long
term loan of Rmb192,500,000 (2003: Rmb192,000,000) for
the year ended 31st December, 2004.

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.

Hh
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29.

30.

EXFEERE

REBE_EE=F+_A=+—HIEE"
AEB A R1,890,0007T H BRI EE
REHEBERNER AR B ER &
RERAHEEEARES,361,0007TH &
FURE—VEARESENB LR ER
(BT3E31)

EEMER

EBAEERE:

BT & E

&

FE WO

HEe RN e RENKEA

RT&EERAS
FE A AR AR
EHEeENRREFER

Elme

ERBE

REE AR ES

i i B0 OB B 2 B

BEFEL HE
STES

B

EHURE

RAFEER REHMBRRIMNEZEKK
AAARM38,513,000/1 B8 A AR K
3,113,000 BHEEAEBHEER -

5
BEaw

29. MAIJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2003, the Group
acquired additional interestin RREREHEEXRHBER
A A at a consideration of Rmb1,890,000 together with the
amount of RMB5,361,000 included in investments in
securities were transferred to as interests in subsidiaries (note
31) indirect held by the Company.

30. PARTIAL DISPOSAL OF INTERESTS IN A SUBSIDIARY

NET ASSETS DISPOSED OF

Property, plant and equipment

Inventories

Trade debtors

Other debtors, deposits and
prepayments

Bank balances and cash

Trade creditors

Other creditors and accrued
expenses

Deposits received

Tax liabilities

Interest in an associate
Reserve realised on partial
disposal of interests in

a subsidiary

Net cash outflow arising on
partial disposal of interests in
a subsidiary:

Cash consideration
Bank balances and cash
disposal of

2004

ARE TR

Rmb‘000

1,393
25,109
24,368

24,804
86,966
(5,378)

(15,706)
(130,132)
(35)

2003
AREFT
Rmb’000

11,389
(5.264)

(22)

6,103

6,103

(86,966)

(80,863)

The subsidiary disposed of during the year contributed
approximately Rmb38,513,000 to the Group's turnover and
a loss of Rmb3,113,000 to the Group's profit from

operations.
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31. BAMEBALR 31. ACQUISITION OF A SUBSIDIARY
2004 2003
AR¥ETFTT AR%FL
Rmb’000 Rmb’'000
EBEAEERE: Net assets acquired:
BlEEE Property, plant and equipment - 1,858
FE Inventories - 470,382
& LT B 3R Trade debtors - 17,671
HERYR ke RBNHKIE Other debtors, deposits and
prepayments - 56,795
RGBS Bank balances and cash = 61,792
J"Zfﬁ@m Trade creditors = (286,936)
CEMNRRETER Other creditors and accrued
charges - (66,338)
BEliz& Deposits received - (168,026)
SEENE Tax recoverable - 3,518
DY R E R Minority interests = (13,465)
ARN—FRNERZER Borrowings — due with one year - (70,000)
- 7,251
xHAR: Satisfied by:
BHe Cash - 1,890
EHMKRE Investments in securities - 5,361
- 7,251
ERBANBARCRERACERIRAFBEZOM: Net cash inflow arising on acquisition:
ENREKE Cash consideration - (1,890)
EBAZRITEGELRE Bank balances and cash - 61,792
ERBANBARIZEE R Net inflow of cash and cash
ReFRIRARE equivalents in respect of
the purchase of a subsidiary - 59,902

RZZFZ=FFNMEBOMB AR RARE The subsidiary was acquired during the year ended 31st December,
BEREFEEBIA LLBERIRERE 2003 and did not contribute any turnover or result or cash flows
to the Group.

Hh
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32. THAERE 32. CONTINGENT LIABILITIES
KEME KA T
THE GROUP THE COMPANY
2004 2003 2004 2003

ARBTT ARETT ARBTRT ARETIL
Rmb’000  Rmb'000  Rmb’000  Rmb’000

BEDR—RRITREM Guarantee given to banks and
EESENER T 1 financial institutions in
1R 2 R respect of general banking
facilities granted to
—-MBAA ~ subsidiaries - - 1,379,000 1,274,500
-HEe - others 232,690 30,900 - -
232,690 30,900 1,379,000 1,274,500
33. BEAREE 33. CAPITAL COMMITMENTS
r&EE PN
THE GROUP THE COMPANY
2004 2003 2004 2003
ARETFRT ARETT AREFTrT AREFT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
RERENEARH Capital expenditure for the
acquisition of:
[nvestment
-BEEHERR - contracted for but not
BBRETEE provided in the
financial statements 10,739 3,575 10,739 3,575
BERETEEMNEAX T Property, plant and equipment
—BENERRTH - contracted for but not
WmEPEE provided in the
financial statements 375,109 321,090 50,414 88,366
—BREERED - authorised but not
contracted for 214,000 - - -

599,848 324,665 61,153 91,941

5
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34.

35.

36.

3

BZ-TTIMEt-A=t+-B A%£EA
ERREARZNEERRR LT~k
IEBEAFNBER FE2IEEEA
AmT:

HERT
BAET

M RN AE I A
EEHR

R-ZEZENF+_A=+—H A£EHE

EFREL A ARE48,179,0007T(2003: A R
#50,856,0007T) 2 T REFIEAR BIR
TRTIAEEETRENKAR-

EHEARTER

HRBEREERTRITEMBREEALTE
BRADAERRITEER - RRITEESR
ZER CERZBIERSERFENR
TEREEREE-

34.

35.

36.

COMMITMENTS

During the year ended 31st December, 2004, 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:

ARE
THE GROUP
2004 2003
Sales of Japanese yen ¥4,955,000,000 =
Purchase of United
State Dollars US$44,572,000 =

The Company has no such commitments for both years.
PLEDGE OF ASSETS

At 31st December, 2004, the Group had pledged land and
buildings having a net book value of approximately
Rmb48,179,000 (2003: Rmb50,856,000) to secure certain of
the Group's bank borrowings.

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.
Such pledged bank deposits were released upon the
repayment of the bank borrowings during the year.

Hh
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3.

38.

iR R4 7 5 8

RE-ANANEFREORE ARERKE
KERBERANTRBAETHERBRERE
BREENERKREEES -ASERRER
TEATENN%ANEREZES BT
REERTEMNHM BRIR LM BEKRE
FRERBEAEZERIN ERERA
AEEEERREXNBDERE REAK
BMXHEE: BEHE ARERESX
WERKRE RERRENHEE BRRETH
BES EBEHA ZARENRETIBAE
ATEARRBERAE Lo RIMREAED
HERBREXEERRAEE S MHERK
BT EBRHR ZREARFREES
AEMNEHE YaRBETHLERRE
FEERXNGBERET L HBERHR:
AEERESKMRARE REKREH X
Bffe

BEEHALRS

ARBR-_ZEZENE+A+ENREEE
AR RENBAREEEBREEHRE
HRBOFTBR- U BERERAR-_STN
F+RAtEMREERERRARENBRR
RE BBEOEHA-BEHHE A5E
NFREEERARENBAR RAEK
B2HRBERBES I AAR
¥ 53,455,000 (ZEE=F: AR
#60,960,0007T) & A R ¥ 11,874,0007T
(ZET=%F: AR¥8,666,0007T) °

BE-_ZENE+-_A=+—0 X£BEM
FTREEELARZHBAREMBREER
BARA44,296,0000 (ZEE=F: AR
#26,459,0007T) - R FERZLBEUR
SIS ERT

BE_TENF+-A=+-B KEEE
AAMBFREER BAADRE—
BRE

BURRSBRERABDREZ G EF2EM
424128,
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37.

38.

RETIREMENT BENEFIT 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.

RELATED PARTY TRANSACTIONS

The Company entered into a new services agreement on
provision of welfare and support services with HPEGC on
10th December, 2004. This agreement is effectively a renewal
of the original services agreement signed with HPEGC on
7th November, 1994. Pursuant to the above agreements,
the services fees paid to and received from HPEGC and its
subsidiaries amounted to approximately Rmb53,455,000
(2003: Rmb60,960,000) and Rmb11,874,000 (2003:
Rmb8,666,000) respectively.

For the year ended 31st December, 2004, the Group made
purchases from subsidiaries of HPEGC amounting to
Rmb44,296,000 (2003: Rmb26,459,000). The transaction
prices were determined by reference to the 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.

For details of the arrangement concerning amount due to
ultimate holding company, see notes 24 and 28.



