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s 5 Financial Highlights 1% 8t i§ %
For the year ended 31st December
BE+ZA=+—-HLEEE
2000 1999
—ZEEH —LAILEF
RMB’000 RMB’000
ARETTT ARBTT
TURNOVER EEH 1,997,314 2,865,137
Profit/(loss) from operating activities BB ER R/ (BE) (119,887) 143,352
Finance costs i 2 H (19,627) (12,635)
Share of profits/(losses) of associates A5 A a) R (B518) (29.403) 2,101
Share of profit of a jointly-controlled entity JFE 4 Bt & P 2 S i 861 5,191
Profit/(loss) before tax EREIR-IVAE oFi-)) (168,056) 138,009
Tax E (13,142) (44,294)
Profit/(loss) before minority interests FEtDBREERTIRT (BE) (181,198) 93,715
Minority interests DHBREER 24,145 (13,594
Net profit/(loss) from ordinary activities REM B RS
attributable to shareholders FF(EBE) (157,053) 80,121
Earnings/(loss) per share ERERN /(HE) (20.01) cents/5 10.21 cents/5y
Dividend per share BEER — cents/43 5.30 cents/4;
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FANG Cang Chalrman

To Shareholders,

O belhall? aff the board of dirsciors ((he “Direttors”),

I am plleased (o present the annuall report of First Tractor
Company Limited (“First Tracter” or the “Company™)

(for the year ended 3lst December, 2000, [ would also ke
i talke (s opportunity to express our shcere gratiude
(0 (The sharehollders of the Company.



During the reporting period, the gross
domestic product of the PRC had
increased by 8% as compared to the
previous year. However, there was a
decrease in the total volume of crops
production by 9%. The trend of decline
in the prices of crops persisted,
representing a decrease of 8.3% over the
same period in the previous year. The
average income of farmers slightly
increased by 2.1% from the same period
of the previous year, which was less than
the increase of the previous year. Owing
to the factors of the structural adjustment
in the agricultural industry, the decrease
in the purchasing power of farmers and
the “Three Withdrawals and Three
Returns policy”(" ZiE =3& ) ), this is
the first time in the past five years that a
negative growth rate in the agricultural
industry was recorded. The total
production value of the agricultural
machinery industry declined by 7.2%
from the previous year. The sales of large
and medium tractors and small wheeled
tractors in the PRC decreased by 37.3%
and 21.7% respectively over the same
period of the previous year, indicating a
substantial decline in the profitability of
the industry.

During the second half of 2000, there
were substantial changes in the
management of the Company.

Confronted with severe adverse market
conditions and keen competition in the
industry, the management of the

Company emphasized on controlling the
decline in profitability in order to
improve its results. The Company has
adopted measures to strengthen its cost
control, revamping its operation system,
and enhancing the quality of the
management. All these measures
achieved preliminary effects and the
results of the Company during the
second half of the year improved.
Operating loss decreased as compared
with the first half of the year. As the
macro economy did not achieve apparent
improvement and the results were
adversely affected by the unmarketable
and outdated products of the Company,
the Company recorded a loss for the year.

During the reporting period, the
Company sold 9,542 units of large and
medium tractors, representing a decrease
of 28.25% over the same period in the
previous year; 5,795 units of crawler
tractors, representing a decrease of
34.34% over the same period as
compared to last year; 3,747 units of
large and medium wheeled tractors,
representing a decrease of 16.23% over
the same period in the previous year;
and sold 63,887 units of small wheeled
tractors, representing a decline of
41.13% over the same period as
compared to last year.

1. Target cost management
and cost control

Facing the bleak situation of a
falling demand of the market, the
Company is determined to focus
on exploring its internal potential
and to implement cost control
operating strategy as follows: (i)
implement target cost management
in different aspects such as product
design, purchase of materials,
production procedure and sales,
and extended the cost analysis to
the plants and major divisions; (ii)
implement stringent assessment
and awarding staff by assessing the
effectiveness of the target cost
management achieved by each unit
in comparison to the wages of each
unit (The assessment was
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conducted and accumulated on a
monthly basis in order to ensure
that the cost control index could
be attained); (iii) actively pursue
various improvement projects as
well as improving production
management through technological
advancement and management
innovation to reduce cost. The total
variable cost of the Company’s
specialized plants decreased by
4.56% and the controllable
expenses reduced by 4.46%. The
unit cost of the small tractor
declined by RMB 1,000 on average
which had effectively halted the
downward trend of the results.

Transformation of operating
system and intermal reform

In order to survive the fierce
competition in the market, the
Company had further opened up
the operations of certain
specialized plants, actively
exploring new operating system
and the mode of operation. With
regard to the subsidiaries, the
Company set up remuneration
policy on an annual basis,
implemented risk pledging policy
by senior management of each of
the subsidiaries and put additional
efforts in encouraging and
awarding its staff. Besides, the
Company promoted reform in
personnel management,

transformed the policies of
appointment of staff and work
allocation. There were apparent
enhancement in the operation
system of the Company and the
awareness of the importance of
competition among the staff.

3.  Quality management system
and product guality

The Company has passed the
ISO9002 examination which was
conducted by a third party. The
Company had further reviewed and
set its targets, amended and
perfected its documentation in
relation to its quality system,
strengthened the examination and
assessment of the quality system
in compliance with the relevant
requirements of the quality
enhancement system. As a result,
the achievement of having passed
the examination could be
consolidated. The Company had
put more efforts on quality
improvement and completed 48
projects with respect to quality
improvements and 30 projects
relating to quality assurance. A
quality retrospective system has
been established so that random
inspection and assessment on the
quality of products were
strengthened. Consequently, there
was significant improvement in the
quality of our products. The zero
hour assessed U-value of small
tractors dropped by 4.46% as
compared with the same period of
the previous year. There was
decrease in the zero hour assessed
U-value of crawler tractors as well.
The rates of compensation for
crawler tractor and small tractor
had decreased by 4.6% and 1.03%
respectively.

Prospects

The “Tenth Five-Year Plan Summary”
of the State has set the target of attaining
domestic economic growth rate at about
7% for the “Tenth Five-year” period and
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regarded recognising the status of the
agricultural industry and increasing the
farmers’ income as the most important
mission during the period. This paved
the way for the creation of a better
macro-economic environment and the
implementation of more constructive
policy which are more favourable for the
agricultural industry and the agricultural
machinery industry. All these factors
will facilitate the long-term development
of the agricultural and the agricultural
machinery industries.

In 2001, the State will place its emphasis
on the following agricultural works: the
continued promotion of strategic
structural adjustment in the agricultural
production industry, fully enhancement
of the quality and profitability of the
agricultural industry; improve crop
production to increase the farmers’
income; expedite reform in the taxes and
fees payable in villages in order to lessen
the burden on farmers; increase
investment to strengthen the construction
of infrastructure in the agricultural
industry and villages. The
implementation of these measures is a
process which will help to improve the
gloomy situation in the agricultural and
crop production industries and to
increase the demand and halt the trend

of further decline in demand. But as
affected by the policy of “Three
Withdrawals and Three Returns” (7 =
SE =32 ) and the impact of low price
levels of crops and the slowdown in the

growth of the farmers’ income, the
problem of excessive supply over
demand for agricultural machinery is still
eminent in 2001, and the market situation
will be bleak. It is difficult to foresee
any significant improvement in the
business environment of the Company’s
tractor business.

In 2001, the State will continue the
adoption of an active fiscal policy and
increase the investments in the
construction of infrastructure. The
commencement of the strategic
development plan in the western region,
the transmission of gas from the west to
the east, the project of water delivery
from the south to the north and the
environmental conservation project, the
construction of railways, roads and
irrigation system and the increase in
construction relating to the urbanization
of villages will stimulate the demands
for engineering machinery as well as the
road machinery. These factors provide
room for further development in the
markets of the related business of the
Company.

In view of the situation and business
operation of the Company, the
development strategies of the Company
include the following: to consolidate the
business of tractors, strengthen the
operations of the road machinery and the
engineering machinery. Furthermore, the
Company will speed up the development
of harvester machinery and agricultural
machinery, the development of the
business of spare parts and accessory,
diversify its business and reinforce its
cost management. The Company will
expedite transformation of internal
operating divisions to rationalize the
internal operation and the management
system. Measures will also be taken to
reinforce the cost control and to explore
any internal potential to raise its core
competitiveness in order to improve the
results of the Company. In 2001, the
Company will adopt the following
measures:

L Conducting an in-depth renovation
of the sales system and placing
more emphasis on marketing

9
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Based on the market demand, the
Company will further rationalize,
refine and standardize the
operations of its existing sales
service centres, renovating the
existing sales networks and
enhancing the profitability of its
operations. The Company will
strengthen the measures to be taken
in promoting sales, improvement
of the marketing and
demonstration of the new products
as well as the increase on
flexibility, focus and effectiveness
of the sales strategies. Also, the
Company will further refine,
increase the function of sales
networks, expedite network
renovation and review the work of
the “three tier guarantee service
points” (" =B R UL ) and
prepare end user profiles for the
new products. The Company will
follow up after-sale services and
the quality of products and make
quicker and more accurate
feedback to market information.
The Company will consolidate the
existing markets and will explore
markets for new products at the
same time. The Company will
strengthen its tender for
government and corporate projects
in respect of purchase of crawler
tractors. Besides, the Company
will put more efforts in developing
the markets of road roller and
engineering machinery in the
western region.

Strengthening the development of
new products and speeding up
adjustment in product mix

(1) The Company will expedite
the rate of renovation of
crawler tractors and exert
efforts to promote the
products of 902 and 1002
energy-saving models,
develop various deviated
models and expand scope of
application in an attempt to
halt the downward trend in
sales as well as to

)

3

4)

consolidate their positions in
the market.

The Company will expedite
the development of
Dongfanghong 30/40
wheeled tractor and based on
the existing models, further
development will be made to
the models of 304, 3004,
404, 450 and 454. There will
also be development of
horticultural models,
deviated transportation
models and corresponding
auxiliary products will also
be developed in order to
meet the demand for
expanding the economic
scale of the agricultural
industry so that the volume
of export can be increased.

The Company will speed up
the launch of LF80-90 and
1004/1204 large wheeled
tractors in the market with
the objectives of increasing
its market share in the PRC
and enlarging the volume of
exports as well as enhancing
the quality and the refining
functions.

The Company will increase
its investment in the road

(=) DR MR IR AL AR AR

BEX
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(3) fRLF80—90 ~ 1004/1204K
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machinery and engineering
machinery as well as
enhancing their functions
and standard. Also, the
Company will expedite the
development of YZ25GD
and YZ16G road rollers,
large bitumen mixing
equipment and 9-12 M
pavers, TY165 and T100
industrial bulldozers so as to
make use of the advantages
of these accessory machinery
to meet the needs of the
development in the western
region. The Company will
expedite its cooperation with
the foreign enterprises in
order to speed up its growth
so as to facilitate this
business as the principle
business of the Company.

(5) The Company will step up
the development of
harvester, improve the
quality standard, increase its
species and expand the scale
in order to benefit from the
policy of economy of scale.
In the meantime, the
Company will develop and
conduct research on the
major accessory agricultural
machinery. Its leading
products can therefore
exploit the synergy of its
fully equipped products of
the agricultural machinery of
the Company. This can
facilitate mutual
development of the business
which aims at carrying out
the production of large
agricultural machinery.

The Company will adopt more
effective measures and reinforced
its internal cost control

The Company will lower the
production costs by means of
implementing measures such as
target cost management, reforming
the purchase of raw materials,

Iv.

Chairman’s Statement BB REHEH |

renovating the distribution of spare
parts and proceeding with valuable
engineering project so as to
increase its profitability and its
price competitiveness.

Fully utilization of existing assets
and exploring internal potential

The Company will utilize the
excessive processing and storage
facilities of the specialized plants
to engage in and organize the
development of spare parts and
accessories businesses in order to
increase the asset utilization rate.

The Company will reinforce its
strategic development plan, review
and evaluate its strategies in
respect of the acquisition and
merger to reorganize the business
of the Group. By strengthening the
optimization of resources and
renovation in management, it is
anticipated that transformation of
the Company’s system can be
procured with emphasis’ on
simplicity and efficiency. The
Company has appointed A.T.
Kearney Co. Ltd. as its
management consultants.

The Company will make good use
of its capital and its advantages of
advanced technology and sales
network as a result of rationalizing
strategies and optimization of
resources. The Directors considers
that the Company is able to
improve its results in the near
future and to procure the
development of the Company.
Consequently, the Company will
resume a more positive
development.

By order of the Board
Fang Gang
Chairman

Luoyang, the PRC
25 April 2001
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Anafysis of Resulls

For the year ended 31st December, 2000, the total turnover of
the Group amounted to approximately RMB1,997,314,000,
representing a decrease of 30.29% over the same period of last
year. The consolidated loss after tax and minority interests
was RMB157,053,000, representing a 296% decrease over the
previous year. Loss per share amounted to RMB20.01 cents.

The Company has incurred a loss which was mainly due to (i)
the operating loss of approximately RMB107 million and (it)
various provisions made during the year amounting to
approximately RMBS50 million. The loss was mainly attributable
to the structural adjustment in the agricultural industry
implemented by the State during the past few years and the
persistence of decline in the prices of grains and agricultural
products during the reporting period, resuiting in a reduction
in farmers’ income. Consequently, there was a significant
decrease in the purchasing power of agricultural machinery in
the agricultural market. Due to the above reasons, the sales
volume of smaller tractors and crawler tractors decreased by
approximately 41.16% and 34.34% respectively during the
reporting period. Such decreases in sales volume resulted in a
decline in profit by RMB93,030,000. The Directors did not
recommend the payment of a final dividend for the year ended
31st December, 2000.
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Cosl Arnalysis

Facing increasing competition in the industry, the management
of the Company emphasized on target cost management in
2000. The Company implemented the target cost management
on design, purchase, production and sales on the basis of full
participation and comprehensive control in different production
procedures. The Company adopted “sunlight purchase”(" 5
SE & 1), which was a tender system with respect to purchase,
and “market retrospective method”( " /735 &3& 7% ;) , which
was a method of determining the costs of products based on
market prices, on purchasing and production respectively. The
Company has set up a target cost index for the specialized
plants aiming at setting performance targets and assigning
responsibilities to each individual worker. In 2000, the average
purchasing cost reduced by 4.3% and controllable expenses of
the specialized plants reduced by nearly RMB40,000,000 over
the previous year. There was a greater decrease in operating
loss of the Company in the second half than the first half of the
year.

For the year ended 31st December, 2000, the administrative
expenses of the Company amounted to RMB124,830,000,
representing a decrease of 17.44% from the same period of the
previous year. The decrease in administrative expenses of the
Company indicated that the cost reduction measures adopted
by the Company was not limited to production procedure but
was implemented comprehensively and was observed by each
of the staff. Furthermore, emphasis was placed on the
importance of quality of the products. The three tier guarantee
expenses decreased by nearly RMB3,000,000 during the year
as compared with the same period in last year.

Liquidity and Financial Analysis

As at 31st December, 2000, the cash and bank balances of the
Group amounted to RMB967,290,000, which had decreased
by RMB153,140,000, representing a decline of 13.66% as
compared with 1999 (RMB:1,120,430,000).
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Short-term bank and other loans of the Group amounted to
RMB194,040,000, which had decreased by RMB3,930,000,
representing a decrease of 1.98% as compared with 1999
(RMB:197,970,000). Long-term bank loans of the Group
amounted to RMB24,790,000, representing an increase of 100%
as compared with 1999,

The Group’s accounts receivable before doubtful debt provision
amounted to RMB670,330,000, which had increased by
RMB 16,170,000, representing an increase of 2.47% from that
of 1999 (RMB654,160,000). Increase in trade receivables was
mainly attributable to the financial difficulties suffered by
certain agricultural machinery companies in the past few years
that led to inability to settle the outstanding debts owing to the
Company. As a result, the overdue amounts had increased. For
financial prudence, the Company therefore had already made
provisions for such unsettled trade receivables in 2000. At
present, the Company has adopted various sales and marketing
strategies such as requesting payment or account transfers upon
delivery of goods in order to adapt to the changing market
situation in an endeavouring attempt to expedite the repayment
process. Meanwhile, the Company has formed a professional
team for such purpose to put more efforts in obtaining payment
of trade receivables.

Investments

Until the present, the Company has already had a few
subsidiaries. In 2000, the performance of the subsidiaries were
different. For instance, the results of the road machinery
business were satisfactory and generated income of over
RMB22,000,000 to the Group. However, the tractor business
failed to attain the targets. As the harvester machinery business
has been invested for a short period of time, the scale of the
business was not that large. The Company will make appropriate
adjustment in the way of investment of its subsidiaries in the
future. The Company will develop those businesses which have
good development potential. It is expected that after undergoing
rationalization, the subsidiaries will bring about more
satisfactory returns to the Group.
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the Group

Financial Statistics

Ttems

HH

Gearing ratio
BERMR
Current ratio
B HE
Quick ratio
HE L ®

Debt equity ratio

EHELL =

Analysis of Equity and Reserves

HH

A

EARLHE

BELES
BEEABRE

HiEES
rEBRES
N

HElR/ (ZEEE)

ABBES L.
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the oonostal Position of BEE G

U B LR 4G

Basis of calculation
At

Total liabilities/total assets x 100%
BB A E X 1009

Current assets/current liabilities
REEE/HBAE

(Current assets - inventories)/current liabilities
(RBEE-F8H) /RBEHE

Total liabilities/shareholders’ equity x 100%
EEME /R x 100%

B HE % G O 53 B

As at

31st December

2000

Items RZZZZH
+ZH=+—H

RMB’000

ARWTR

Share capital 785,000
Share premium 1,378,840
Statutory surplus reserve 58,169
Statutory public welfare fund 58,169
Reserve fund 564
Enterprise expansion fund 320
Capital reserve —
Retained profits/(accumulated losses) (54.931)
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As at 31st
December 2000
RZEZBE
+ZA=+—H

32.39%
2.33
1.72

47.92%

As at

31st December
1999
R—hhhE
+-A=+—H
RMB’000

AR T

785,000
1,378,840
56,402
56,402
564

320

95
119,830

HER G E?};

=

As at 31st
December 1999
R—NRUNIhE
+ZA=+—H

34.45%
2.40
1.80

52.55%

Changes
in

amount
increase/
(decrease)

Bhan
Bm/ (Y
RMB’000
ARHT R

1,767
1,767

(95)
(174,761)
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The Company raised approximately RMB1,615,500,000  ALAHR—AALEAR+=Z0 AHEEEZBHSRS
(approximately HK$1,507,500,000) by the issue of 335,000,000  FrAIRAE L fitvHIER &R /TH S EHE REREERN
new H shares (the “Shares”) under the initial public offering of ~ A9#7H}335,000,0008% » £ EE#1 A K#1,615,500,0007C (K& ¥
the Company’s H Shares listed on The Stock Exchange of 1,507,500,0007% ) °

Hong Kong Limited on 23rd June, 1997 and by two subsequent

partial exercises of over-allotment option.

The proceeds from the H Shares issue were used in accordance ~ Z{THREEFEESLERTEHMOT -
with the Prospectus as follows:

° as to approximately RMB87,900,000 for payment of new . #IN R RER7,900,000C AR HRBITER
issue expenses;

»  as to approximately RMB274,700,000 for the acquisition o #J A E#274,700,0007C F A M i R I MR AR A

of shares in Brilliance China Machinery Holdings Limited F(THEHN ) TSR ERRDERAR ~ —HE
(“BCM™), Shanghai Qiangnong (Group) Company WhRERNBREERA A RGE R L HNEERA
Limited and First Tractor Ningbo C.S.I. Tractor & - —HEREEERAT  —HORB WHERRER
Automobile Corp., Ltd. as well as investment in First NER—EEE) LEBBERAT

Tractor Qingjiang Tractor Company Limited, First Tractor
Shenyang Tractor Company Limited, Yituo (Luoyang)
Harvester Co., Ltd. and Yituo (Luoyang) Construction
Machinery Co., Ltd.;

s as to approximately RMB271,630,000 for the acquisition = ¥JARE 271,630,000 AN EEECEENMEEERTRE
of fixed assets and additional construction in progress CAR100-1208 T8GR S IEE ~ 100- 1208 NiEH
(for production lines of 100-120 horse-power wheeled BRANGECEEGHAEGRECRARAERE
tractors and 100-120 horse-power crawler tractors and
large préssure die-casting lines and other technological
improvement projects);

. as to approximately RMB305,900,000 for the repayment . A R #305,900,0000C AR EEFITERHNHARS
of bank loans and as to approximately RMB 102,000,000 102,000,0007C IR 2R T B —HLEERLEHK
for the repayment of a debt owing to China First Tractor K
Group Company Limited; and

o as to the balance for the Company’s additional general . BHERARLARMNEEES
working capital.
Plan for Significant Investment and Acquisition GCHRTEREREIBEAEREESDH

of Capital Assets of the Group in the Future

For the year ended 31st December, 2000, the Group will not ~ BEZZZBZH+_A=+—Hit  FEEERKR -FREE
make investment and capital contribution of material ABREMERELM I -

importance in the coming year.
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Normal operating activities of the Group were mainly carried
out in the PRC and capital income and expenditures were
mainly made in Renminbi or Hong Kong dollars. Cash balances
of the Group were usually placed in the financial institutions
in the form of short-term time deposits. The banking facilities
of the Group were granted in Renminbi which could be repaid
out of the income received in Renminbi. The only debt in
foreign currency was the payment of dividends to the holders
of H shares. Accordingly, the Group did not incur any risk in

relation to foreign currencies.

For the year ended 31st December, 2000, the Company has
not pledged any of its foreign currency deposits.

Pledge of Assets

The details of the pledge of assets of the Group and the
Company are set out in note 11 to the financial statements.

Number of Staff and Composition

As at 31st December, 2000, there was a total of approximately
15,163 staff members, of which 11,248 were production
officers, 2,717 were engineering technicians, 286 were financial
officers and 912 were administrative personnel.

The Company placed emphasis on educating its staff. In 2000,
there were 2000 staff members who had received on-the-job
training, senior staff training and special duty training. Senior
technological and professional groups formed an integral part
of our staff.

Major Acquisition

The details of major acquisition of the Company during 2000
are set out in the section headed “Important Events” in the
Report of the Directors herein.

Contingent Liabilities

As at the balance sheet date, the Group and the Company did
not have any significant contingent liabilities.
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T A [N o
secutive Directors

Mr. FANG Gang, aged 57, joined China
First Tractor Group in 1967. He has been
appointed as the Deputy Section Chief,
Section Chief, Deputy Head of
Department, Deputy Factory Manager,
Assistant General Manager and Deputy
General Manager of China First Tractor
Group successively. He is currently the
Chairman of China First Tractor Group
Company Limited and the Chairman of
the Company. Mr. Fang has 32 years of
experience in production and business
management. He is a member of the
Industrial Economy Research Institute
Expert Supervision Committee of the
Chinese Academy of Social Sciences.
Mr. Fang graduated from Qinghua
University with a bachelor degree in
engineering in 1967. He has the title of
Senior Engineer. He has been conferred
the title of Expert in Chinese Machinery
Industry Technology. He also holds an
honourable doctor degree in Economics

from Hong Kong Science Institute.

Mr. CHEN Li Wel, aged 57, joined
China First Tractor Group in 1965. He
was successively the Deputy Section
Chief, Section Chief, Deputy Factory
Manager, Deputy Head of Department
and Head of Department of the China
First Tractor Group Company Limited.
He is currently the Vice-Chairman of
China First Tractor Group and the Vice-
chairman of the Company. Mr. Chen has
extensive experience in human resources
and business management. Mr. Chen
graduated from Anhui Institute of
Engineering with a bachelor degree in
engineering in 1965. He also holds the
title of Senior Engineer. He is a professor
of Henan University in business

management.

Mr. DONG Yong An, aged 44, joined

" the China First Tractor Group in 1982.

He has been appointed as the Workshop
Director, Section Chief, Deputy Factory
Manager, Factory Manager, Deputy
Chief Engineer of China First Tractor
Group Deputy General Manager and
Executive Deputy General Manager
successively. He is currently the General
Manager of China First Tractor Group
Company Limited and the Vice-
chairman of the Company. Mr. Dong is
familiar with dynamic engineering and
machinery design and is experienced in
corporate management and production
operation. He graduated from Xian
Jiaotong University with a bachelor
degree in 1982 and holds the title of

Senior Engineer.

Mr. Liu Wen Ying, aged 52, joined
China First Tractor Group in 1975 and
had been Deputy Section Chief, Section
Chief, Assistant to Department Head,
Deputy Department Head, Head of
Accounting Division and Deputy Chief
Economist. He is Deputy General
Manager of China First Tractor Group
Company Limited. Mr. Liu has engaged
in financial and economic management
and has extensive experience in
corporate financial operations and
organisation management. Mr. Liu
graduated from Henan Administrative
College with postgraduate qualification
in economic management. Mr. Liu holds

the title of Senior Accountant.
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Mr. Cui Qi Hong, aged 56, joined China
First Tractor Group in 1967 and had been
Section Chief, Deputy Head of Sub-
Plant, Deputy Department Head,
Department Head, Chief Co-ordinator
and Assistant to General Manager and
Deputy General Manager of First Tractor
Company Limited. He is General
Manager of First Tractor Company
Limited. Mr. Cui

experience in technology, management,

has extensive

production and operations of the
Company. Mr. Cui graduated from
Luoyang Industrial College in 1967 and
holds the title of Senior Engineer.

Mr. Li Teng Jiao, aged 45, was
previously Deputy Director and Deputy
Head of Product
Department of Luoyang Tractor

Development

Research Institute. He joined China First
Tractor Group in 1995 and had been
Deputy Director of Technology Centre
and Deputy Chief Engineer of the
Company. He is Deputy General
Manager of China First Tractor Group
Company Limited. Mr. Li has extensive
experience in machinery design and
technology management. He graduated
from Jilin Industrial University with a
bachelor’s degree in 1982, He holds the

title of Sentor Engineer.

Mr, Zhang Jing, aged 45, joined China
First Tractor Group in 1975. He was
Deputy Head of Collective Economic
Management Office of China First
Tractor Group in 1994. He is Financial
Controller of First Tractor Company
Limited. Mr.
experience in corporate financial

Zhang has extensive

management and economic operations.
Mr. Zhang graduated from Henan
Television Broadcast University in 1985
and holds the title of Senior Engineer.

Mr. Wang Wen Ding, aged 46, joined
China First Tractor Group in 1975. He
had been Workshop Director, Assistant
to Head of Sub-Plant, Head of Safety
Office. He is Head of No. | Iron Casting
Factory and Nodular (Graphite) Cast
Iron and Alumium Factory of First
Tractor Company Limited. Mr. Wang
has extensive experience in production,
operations and corporate management.
He graduated from Central Party College

majoring in economic management.

Mr. Cao Chun Gue, aged 46, joined
China First Tractor Group in 1977 and
had been Deputy Section Chief, Section
Chief and Assistant to Head of Sub-
Plant. He has been General Manger of
Yituo (Luoyang) Construction
Machinery Co., Ltd. since 1994 and
General Manager of Yituo (Luoyang)
Ltd. since
1998. Mr. Cao has extensive experience

Building Machinery Co.,

in production, operations and corporate
management. He graduated from Central
Party College majoring in economic

management.
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Directors

Mr. LU Zhong Min, aged 69, a member
of Audit Committee of the Company.
He was the Chairman of the board of
directors of China First Tractor Group
(previously First Tractor Manufacturing)
from 1992 to 1995. He is the Chairman
of China Association of Agricultural
Machinery Manufacturers, a consultant
of the Regional Network of Agricultural
Machinery to the United Nations and
Vice-Chairman of the executive council
of Chinese Agricultural Machinery
Society. He is also a professor of Jilin
University of Technology and Jiangsu
Science and Technology University. Mr.
Lu graduated from Harrkov Institute of
Technology with a bachelor degree in
1959. He holds the title of Senior

Engineer.

Mr. TAO Xiang, aged 68, joined
Chinese People’s University in 1962 and
has 30 years of experience in teaching
and research in finance. He is now a
professor and tutor for doctoral
postgraduates of the Treasury and
Finance Department of Chinese People’s
Univérsity. Mr. Tao has extensive
experience in accounting management
and international finance. Mr. Tao is the
Vice-Chairman of the PRC International
Economic Relations Association, a
member of the Council of International
Finance Association in the PRC, an
academic committee member of the
International Development Research
Institute under the State Council’s
Development Research Centre, a guest
professor of the Postgraduates
Department of People’s Bank of China
(Head Office), a guest professor of the

International Business College of
Nanjiang University. Mr. Tao graduated
from the Treasury and Finance
Department of Chinese People’s
University with a bachelor degree in
finance in 1959 and obtained a master
degree of economics from the same
university in 1962.

Mr. CHAN Sau Shan, Gary, aged 47,
a member of Audit Committee of the
Company. He was a Director and Head
of the Corporate Finance Department of
China Development Finance Company
(Hong Kong) Limited, a wholly-owned
subsidiary of Bank of China, Hong Kong
Branch. He is in charge of corporate
finance, mergers and acquisitions. Mr.
Chan has 20 years of experience in
banking and corporate finance. Mr. Chan
received a master degree in business
administration from the University of
Windsor, Ontario, a bachelor of arts
degree from the University of Western
Ontario and attended the Financial
Management Program of Stanford
University, USA.
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Mr. Chen Zhi, aged 45, joined China
Agriculture Mechanisation Research
Institute in 1982. He had been Deputy
Head of Intelligence Department and
Head of Economic Management
Department and Deputy Head of the
China Agriculture Mechanisation
Research Institute. He is Head of the
China Agriculture Mechanisation
Research Institute. Mr. Chen has
enormous experience in design and
manufacturing of agricultural
machinery, science research and
financial and scientific management. Mr.
Chen graduated from Jilin Industrial
University in 1982 with a bachelor
degree. He also studied agricultural
machinery at Milan University, Italy in
1991. Mr. Chen holds the title of Senior
Engineer with professor grade.

Mr. Hon Fong Ming, aged 33, a
member of Audit Committee of the
Company. He is currently Executive
Director of Dragoncom (Asia) Asset
Management Limited. Mr. Han has
nearly 10-year experience in capital
market management and corporate
merger financing. In particular, he is
experienced in assisting Chinese state-
owned enterprises to go listing overseas
and their cross-country operations. Mr.
Hon is a non-executive director of the
TCL International Holdings Limited and
Vice-Chairman of Luoyang Glass
Financial Company Limited. He is also
the editor-in-cheif of “Asian Review”, a
Hong Kong published academic journal.
He also specialises in the research of

history and modernization of the

Southeast Asia. He often publishes
political and economic critics and
academic articles in major Chinese and
English media in Asia. Mr. Hon is
currently a Ph.D Candidate in Beijing
University.

Company Secretary

Mr. JIANG Guo Liang, aged 42, joined
the China First Tractor Group in 1994,
He has successively been appointed the
Deputy Head and Head of the
Technology Department of the China
First Tractor Group. Mr. Jiang has
considerable experience in technology
management and the PRC tractor
industry. Mr. Jiang graduated from Jilin
University of Technology in 1982 and
holds a bachelor degree. He also

obtained a certificate in “Strategic -

Management in Manufacturing” from the
University of Warwick in 1994. He holds
the title of Senior Engineer.
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Supervisory Commites

Mr. LIU A Nan, aged 54, joined the
China First Tractor Group in 1966. He
was successively the Deputy Section
Chief, Chief,
Department Head, Deputy Chief

Section Deputy
Accountant and Chief Accountant of the
China First Tractor Group. He has
considerable experience in finance and
accounting. He graduated from United
Correspondence University of Economic
Management in enterprise management
in 1986 and holds the title of Senior
Accountant.

Madam Wang Al Ying, aged 49, joined
China First Tactor Group in 1971 and
was Vice-chairman of Labour Union of
the China First Tractor Group in 1990.
She was the Chairman of the Labour
Union of First Tractor Company Limited
in 1999. Madam Wang has extensive
experience in propaganda, education and
work of the labour union. She graduarted
from Central Party Correspondence
College in 1996, majoring in economic
management and holds the title of Senior
Political Work Engineer.

Mr. ZHAQO Zhong Hai, aged 44, joined
the China First Tractor Group in 1980.
In 1995, he was appointed the Head of
the Supervision Department of the China
First Tractor Group. Mr. Zhao has

experience in administrative control.

Mr. Ku Wel Lin, aged 39, joined China
First Tractor Group in 1982. e has been
Deputy Head of Accounting Department
since 1998. He has experience in
production and operation management
and corporate finance and accounting.
Mr. Xu graduated from Jiangsu
Polytechnic University majoring in
industrial management and holds the title

of Economist.

Mr. Yang You Liang, aged 45, joined
China First Tractor Group in 1982. He
was successively the Technician, Section
Chief and Factory Manager of China
First Tractor Group. He is currently the
Assistant to General Manager of First
Tractor Company Limited and Head of
No.3 Assembly Factory. Mr. Yang has
extensive experience in corporate
management. He attained a master’s
degree in machinery manufacturing from
Hua Zhong Polytechnic University in
1988 and holds the title of Senior

Engineer.
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The directors herein present their report and the audited
financial statements of the Company and the Group for the
year ended 31st December, 2000.

1. Principal Activities

The principal activities of the Company comprise the
production and sale of agricultural tractors. Details of

. . TP
Report of the Directors EEFHEGE o

FEQEHNREARARAREBEZEEE A=+~
HEEECRESREELHBRR -

1. EBEE

AEFTEEFELREENBEIEREYE - HELEANE
DEBFHBRAMERRN T  FRAAEECEBRE

the principal activities of the subsidiaries are set out in Al 7 O B .
note 13 to the financial statements. There were no changes
in the nature of the Group's activities during the year.
2. Segmental Information 2. BESW
An analysis of the Group's turnover and contribution to AEEEEERRETBERREEN /(B 20
the profit/(loss) from operating activities is as follows: I
Contribution to
profit/(loss) from
Turnover operating activities
2000 1999 2000 1999
RMB'000 RMB'000 RMB'000 RMB'000
REES
BEE &AM (E5E)
ZEZEZEE —RhE ZZEZEF -AARE
ARBTRL AR¥ETRT AR®TIL ARETI
By activity: ESE
Tractors operation HBRBEE 1,454,681 2,339,667 (161,580) 81,347
Road machinery operation % T R 3 393,381 392,190 29,758 42,435
Construction machinery TREEBRER 134,664 133,280 17,391 19,570
operation
Others Hith 14,588 (5.456)
1,997.314 2,865,137 (119,887) 143,352

The Group's turnover and profit/(loss) from operating
activities for the years were principally derived in the
People's Republic of China (the “PRC”).
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The Group's loss for the year ended 31st December, 2000
and the state of affairs of the Group and the Company at
that date are set out in the financial statements on pages
45, 47 and 50. The Directors do not recommend the
payment of a final dividend in respect of the year.

Financial Summary

The financial summary has been prepared in accordance

with the Hong Kong accounting standards.

Consolidated results

FEEBE _EEEE T R —HUEEEZBEERE
SERALTRZHZHBREDMBERERFS - 475
RESH - EEGEANREAEERBKRE -

HBEE
MEBMEETRGITEAIRY -

RERE

Year ended 31st December
BE+T_FE=+T—HLEE

1999 1998 1997 1996

2000

ZEEZE —NWILE -AANAE —AEE —ULAE

RMB'000

RMB'000  RMB'000  RMB'000 RMB'000

ARBETIT ARBETT ARRTE ARBETT ARRETT

Turnover =1 1,997,314 2,865,137 2,703,563 3,087,345 3,014,681
Profit/(loss) before tax BRREEIREMN(BE) (168,056) 138,009 227,444 428,777 279,064
Tax | (13,142)  (44,294)  (75,972)  (141,014)  (97.930)
Profit/(loss) before Rt ERE

minority interests e fl (&) (181,198) 93,715 151,472 287,763 181,134
Minority interests DV REER 24,145 (13,594) (19,033) (3,916) -
Net profit/(loss) from

ordinary activities

attributable to BRHEGHE

shareholders BEMY (BB (157,053) 80,121 132,439 283,847 181,134

Set out above is the summary of the pro forma results of
the Group for the year ended December 1996 and the
consolidated results of the Group for each of the four
years ended 31st December, 2000. The summary of the
results of 1996 has been prepared on the assumption that
the reorganisation of the Company has become effective
since lst January, 1996 and was extracted from the
accountants' report as set out in Appendix I of the
Company's Prospectus, dated 11th June, 1997. Since the
Company had no subsidiary in 1996, the results of the
Group in 1996 represent the Company's own results.
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Consolidated assets and liabilities LoBENRAE
As at 31st December,
Rt+—_B=+—H
2000 1999 1998 1997 1996
ZEBEEF —hhhE —hAAE —ARtEE —AARE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETRT ARETRT ARETET ARE®TR
Total assets EEHBRE 3,292,787 3,657,200 3,540,244 3,160,491 1,565,322
Total liabilities BfEME (1,000,726)  ( 1,064,347)  (1,000,473) (789,048)  (928976)
Minority interests YRR (65,930) (195409) (180,831 (67,126)
Total s 2,226,131 2,397,453 2,358,940 2,304,317 636,346

Prior to 31st December, 1996, the Company did not have
any subsidiary. Accordingly, the Group's net assets
statement on that date represents the Company's own net
assets statement.

The net assets statement of the Company as at 31st
December, 1996 was extracted from the accountants’
report as set out in Appendix I of the Company's
Prospectus, dated 11th June, 1997.

The net assets statement of the Group as at 31st December
1997, 1998, 1999 and 2000, were extracted from the
audited financial statements of the Group.

Fixed Assets

Details of movements in fixed assets of the Company
and the Group for the year ended 31st December, 2000

are set out in note 11 to the financial statements.
Subsidiaries

Particulars of the subsidiaries of the Company as at 31st
December, 2000 are set out in note 13 to the financial
statements.

Associates and Jointly-controlled Entity

Particulars of the Company's and the Group's interests in
its associates and jointly-controlled entity are set out in
notes 14 and 15 to the financial statements, respectively.
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Details of the bank loans and other borrowings of the
Company aﬁd the Group as at 31st December, 2000 are
set out in n(%te 25 to the financial statements.

}
Capitalisation of Interest

No interest expense was capitalised for the year ended
31st Decem:ber, 2000.

|
Share Cagci»ﬂtaﬂ

. } . .
Details of n?ovements in share capital of the Company

during the year are set out in note 27 to the financial
statements.

During the year of 2000, the Company did not issue any

convertible securities, options, warrants or similar rights.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company's articles of association and the PRC laws which
would oblige the Company to offer new shares on a pro

rata basis tojits existing shareholders.

Purchase, Sale or Redemption of Listed
Securﬁtﬂeg of the Company

During the|year, neither the Company, its holding
company nor any of its subsidiaries purchased, sold or

redeemed any of the listed securities of the Company.

Reserves

Details of movements in the reserves of the Company
and the Group for the year ended 31st December, 2000
|
are set out in note 28 to the financial statements.
i
]
Distributable Reserves

Details of the distributable reserves of the Company as at
31st December, 2000 are set out in note 28 to the financial

statements.
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wglor Suppliers .d Coun. s

For the year ended 31st December, 2000, the five largest
customers and suppliers respectively accounted for less
than 30% of the total sales and purchases of the Group.
Accordingly, information for the major customers and
suppliers needed not be further disclosed.

Directors and Supervisors

The directors and supervisors of the Company during the

year were as follows:

Executive directors
Mr. Fang Gang

(re-appointed on 12th September,
Mr. Chen Li Wei

(re-appointed on 12th September,
Mr. Dong Yong An

(re-appointed on 12th September,
Mr. Liu Wen Ying

(appointed on 12th September,
Mr. Cui Qi Hong

(appointed on 12th September,
Mr. Li Teng Jiao

(appointed on 12th September,
Mr. Zhang Jing

(appointed on 12th September,
Mr. Wang Wen Ding

(appointed on 12th September,
Mr. Cao Chun Guo

(appointed on 12th September, 2000)
Mr. Yin Jia Xi

(retired on 12th September, 2000)
Mr. Luo Ting Zan

(retired on 12th September, 2000)
Mr. Wang Hong

(retired on 12th September, 2000)
Mr. Xing De Yu

(retired on 12th September, 2000)
Mr. Zhu Shi Cen

(retired on 12th September, 2000)
Mr. Shang Zhen

(retired on 12th September, 2000)
Mr. Liu Da Gong

(retired on 12th September, 2000)
Mr. Liu A Nan

(retired on 12th September, 2000)

2000)

2000)

2000)

2000)

2000)

2000)

2000)

2000)
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Independent Non-executive directors
Mr. Lu Zhong Min

(re-ap‘poileted on 12th September, 2000)
Mr. Tao Xiang

(re-ap‘poiljlted on 12th September, 2000)
Mr. Chan Sau Shan, Gary

(re-appoi%nted on 12th September, 2000)
Mr. Chen Zhi

(appointeh on 12th September, 2000)

Mr. Hon Fang Ming

(appointe!d on 12th September, 2000)
i

Supervisorsl
Mr. Liu A ljlan

(appointe“d on 12th September, 2000)
Mr. Zhao Zhong Hai

(re-appoi%lted on 12th September, 2000)
Mr. Xu Wei Lin

(appointed on 12th September, 2000)
Ms. Wang :A.l Ying

(appointed on 12th September, 2000)
Mr. Yang Ygou Liang

(appointeh on 12th September, 2000)
Mr. Liu Biqg Zhao

(retired on 12th September, 2000)
Mr. Liang ’1:"ie Feng

(retired ojn 12th September, 2000)
Mr. Cheng Kui Rong

(retired on 12th September, 2000)
Ms. Zhu Yl%an Na

(retired on 12th September, 2000)
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Biographical details of the directors of the Company and AREEBRASERRERBHRENAEEEEES
the senior management of the Group are set out in pages EHENH -
18 to 22 of this Annual Report.
Emoluments of Directors and Supervisors 18, EEEREBEFLHEREIBESHFIAE
and the Five Highest Paid Individuals
2000 1999
ZEEZF —AAIAE
RMB'000 RMB'000
ARBTIT AR¥TE
Directors' fee EEWEE — —
Salaries and allowances e Rk 431 656
Retirement fund contribution Bk 114 251
Discretionary bonus and TERERERREH
performance related bonus HI 88 <% — 328
Total 545 1,235
No remuneration was paid to the non-executive directors EHTEECER _EESEEREIMEAER(—A
during 2000 (1999: Nil). RAE &) -
Analysis of the remuneration of directors and SUpErvisors: BEREERMIAFMOT
Number of Directors
and Supervisors
BEEREBHE
2000 1999
—EEEE —hNAME
Below HK$1,000,000 % ¥ ¥ 1,000,0007T 25 16
During 2000, the five highest paid individuals were the CEEEEENALREEMABHERATEE -

directors of the Company.
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Service Contracte . Te Birer ors end (e
Supervisors

The service%contracts of the directors and the supervisors
dated 6th Ju‘ne, 1997 had expired on 7th May, 2000, and

new service contracts had been entered during the year.

Except for Mr. Fang Gang, Mr. Chen Li Wei and Mr.
Dong Yong ("re-appointed directors"), and Mr. Zhao
Zhong Hai (
service contracts with the Company on 8th May, 2000.

're-appointed supervisor") who entered into

Each of thenew executive directors and supervisors has
entered intoja service contract with the Company on 12th
September, 2000. These service contracts are the same in

|

all material respects, details of which are set out as below:

(i) Each service contract commences from the date of
the contract to 7th May, 2003;

(iiy The total salaries payable to each of the executive
directors each year for the three years term will be
RMB40,000, RMB44,000 and RMB48,400
respectively. The total annual salaries payable to
each dff the supervisors each year for the three years
term will be RMB24,000, RMB26,400 and
RMB%9,04O respectively; and

(iii) Furthermore, each executive director or supervisor
is entii‘tled to a bonus upon completion of each full
year of service. The bonuses payable to each of the
execul‘tive directors each year for the three years
term ji'will not be more than RMB20,000,
RMB?2,000 and RMB24,200 respectively. The
bonuses payable to each of the supervisors each
year f?or the three years term will not be more than
RMB?I2,000, RMB13,200 and RMB14,520

respectively.
\

Save as aforesaid, none of the Directors has any service
‘ . .

contract with the Company which is not determinable by

the Companbf within one year without payment other than

statutory co:mpensation.
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Confracts

During the year, no directors or supervisors had a material
interest in any contract of significance to the business of
the Group to which the Company, its subsidiaries, its
holding company or any of the subsidiaries of the holding
company was a party.

Contracts of Significance Entered into with
the Conftrolling Shareholder

On 15th November, 1999, the Company and China First
Tractor Group Company Limited (“Holding”), its
controlling shareholder, entered into two agreements
{("Share Transfer Agreements”), whereby the Company
agreed to acquire a 49% interest in each of the registered
capital of Yituo (Luoyang) Construction Machinery Co.,
Ltd. (“YCMC”) and Yituo (Luoyang) Building Machinery
Co., Ltd. ("YBMC") from Holding, at a cash consideration
of RMB61,094,900 and RMB68,257,700, respectively.

In April 2000, the conditions of the Share Transfer
Agreements have been satisfied and the equity transfer

has been completed.

Other than the Share Transfer Agreements, and the
agreement entered into with Holding for the sale and
purchase of parts and components, none of the Company
or any of its subsidiaries has entered into any contract of
significance with the controlling shareholder at any time
during the year ended 31st December, 2000.
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As at 31st December, 2000, the following interests of
10% or morje of the issued share capital of the Company
were recorded in the register of interests required to be
kept by the%Company pursuant to Section 16(1) of the
Securities (Disclosure of Interests) Ordinance of Chapter
396 of the IiTaws of Hong Kong (“SDI Ordinance”):

22,

PN ~—
N A

[ R

RIZRZEF_H=+—H RETELFIECES
(ARER) BPIF (B CERER ) FREMEZE
CHERBIRATHE  BEALAERTRA0%R L
IRFLT

|
f Number Percentage of
Shareholders‘ Class of shares total shares
('000 shares) (%)
BE LRl BBOCFR) (SRRALH
China First Tractor Group State-owned legal 450,000 57.32
Company Lipited person shares
FE - EEEERAH BIH AR 450,000 57.32
The HKSCC|Nominees Limited H shares 324,384 41.32
FREPREE(REAERLE Hf 324,384 41.32

]

Save as disélosed above, the directors are not aware that
any persons held, directly or indirectly, an interest of
10% or more in the share capital of the Company as
required to|be recorded in the register of issued shares
kept by the Company under Section 16(1) of the SDI

Ordinance.

The Sharr%eh@ﬂdmg of the Directors and
Supervisors

As at 31st|December, 2000, none of the directors or
supervisors of the Company held any shares in the
Company. None of the directors or supervisors had
interest in [the share capital in, or debentures of, the
Company or any of its associated companies (as defined
in the SDI

any directars, supervisors or their spouses or children

Ordinance). The Company did not grant to

under 18 years of age any right to subscribe for securities

in, or deberjmture of, the Company and none of the above
| . .

persons ex?rmsed any of such right.
|
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The Group's connected transactions as defined in The e s .
Rules Govpeming the Listing of Securities on The Stock ZIK%.E’JFE%@"% AERREEH A/\%ﬁﬁﬁﬁ:jt
Exchange of Hong Kong Limited (“ Listing Rules”) are TR LR BIIRMBRRMET - RUSZ A
set out in note 7 to the financial statements. Save for <o RAGERMOMI TERBRELN - FAFR
‘ . L . THEBHREFIIRERS © —
such transactions, prior to the acquisition of 49% equity
interest in YCMC by the Company, the Company also
has the following connected transactions with YCMC:
2000 1999
—EEEE —NhNKhE
RMB'000 RMB'000
AR®TT AR¥TIT
Sales of raw materials and components HEFEM B K EER 20,334 98,842
Purchases of raw materials and components s AR = R B AR 5,729 31,513

All transactions carried out between the Company and
YCMC were intra-group transactions and accordingly,
such transactions were eliminated on preparation of the

Group's consolidated financial statements.

After reviewing the current year's connected transactions,
the independent non-executive Directors of the Company

confirm that:

the transactions were carried out in the normal and

(1)
usual course of business of the Group;
(ii) the transactions were carried out either (a) on normal
commercial terms (as compared with transactions
of similar nature carried out by similar entities in
the PRC) or (b) (if no similar condition to be
compared with) on terms that are fair and reasonable
so far as the shareholders of the Company are
concerned; and
(iii) the transactions were carried out (a) in accordance
with the terms of agreement governing such
transactions or (b) if no relevant agreement, on
terms no less favourable than terms available to the
third parties.
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AN
~~ Report of the Directors # 3 & #i 5 &

FPensicr Szhems

Details of the pension scheme are set out in note 30 to
the financial statements. The pension fund contribution
of the Grou;‘J included in the profit and loss accounts for
the year ended 31st December, 2000 amounted to
RMBS3,423:»,OOO (1999: RMB54,449,000).

J
Application of the Proceeds from the H
Shares [ssue

The Compainy raised approximately RMB1,615,500,000
(approxim%tely HK$1,507,500,000) by the issue of
335,000,000 new H shares (the “Shares”) under the initial
public offer‘ing of the Company’s H Shares listed on The
Stock Exchange of Hong Kong Limited on 23rd June,
1997 and two subsequent partial exercises of over-
allotment option.

|
The proceéds from the H Shares issue were used in
accordance |with the Prospectus as follows:

|
° as to e{lpproximately RMBS87,900,000 for payment

of nevﬁv issue expenses;

|
° as to approximately RMB274,700,000 for the
acquisition of shares in Brilliance China Machinery
Holdings Limited (“BCM”), Shanghai Qiangnong
(Groulp) Company Limited and First Tractor Ningbo
C.S.I.‘Tractor & Automobile Corp., Ltd. as well as

investment in First Tractor Qingjiang Tractor

Company Limited, First Tractor Shenyang Tractor
Company Limited, Yituo (Luoyang) Harvester Co.,
Ltd. and Yituo (Luoyang) Construction Machinery
Co., I;ltd.;

° as tolapproximately RMB271,630,000 for the
acqu%sition of fixed assets and additional
construction in progress (for production lines of
IOO-IJZO horse-power wheeled tractors and 100-120
horse:power crawler tractors and large pressure die-
castinjg lines and other technological improvement

projects);
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Appdeetion Ao o
Shares issue (continued)

. as to approximately RMB305,900,000 for the
repayment of bank loans and approximately
RMB102,000,000 for the repayment of a debt owing
to Holding; and

. as to the balance for the Company’s additional

general working capital.
Staff Quarter

As all staff quarters have been retained by Holding, the
Company does not have any staff quarters to sell to its
staff. Pursuant to its existing policy, the staff of the
Company shall buy the staff quarters at their own expenses
(including quarters retained by Holding).

Impact on Housing Reform Policy

On 6th September, 2000, the Ministry of Finance of the
PRC issued a directive (the “Directive”) numbered caiqi
[2000] 295 in respect of the accounting policies in relation
to the national enterprise housing reform. The Company
has examined the relevant issues, and has concluded that
it was provided in the Directive that any housing
allowances or housing subsidies provided by enterprises
should be paid out of the cost (fee) of enterprises, and
that enterprises should pay a lump-sum housing subsidy
to its existing staff who joined their enterprises before
31st December, 1998. It was further provided that the
appropriation plan of the undistributed profit early this
year should be adjusted. Since the details of the
implementing rules have not been issued by the State,
the Directive cannot be implemented currently.
Accordingly, the directors are of the opinion that it will
not have any material impact on the Group during the
period. The directors cannot assess its future impact on
the Group for the time being. The remaining provisions
contained in the Directive did not have any significant
impact on the Group during the period.
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Desigrales Depu:

DRRe

N

The Company had no designated deposits or deposits
that are placjed with non-bank financial institutions in the
PRC. All ofjthe Company’s cash deposits are placed with
commercial;banks in the PRC and are in compliance with
the relevant| laws and regulations. The Company has not
experienced} any incidents of not being able to withdraw
bank deposi‘t when due.

Policies on Unified Income Tax

According;to a document issued by the People’s
Government of Luoyang, the Company had been notified
of its entitl%ment to corporate income tax rebate starting
from 1999,

income tax at its entitlement to the rate of 33% and

In 1999, the Company paid the corporate

received a 118% tax refund. In January 2000, the Company
has receive?d a notice of cancellation of the above tax
concession 1‘from local government. The corporate income
tax of the Company is subject to 33% tax rate leased on

its assessab}e profits.

Land Use% Rights

1
Under the I]]and leasing agreement entered into between
the Company and Holding on 4th June, 1997, the
Company is entitled to the right of use of land for 50
years from the effective date of the agreement.
Furthermorje, the Company possesses the ownership

certificates ilof the buildings.

i
Important Events
|

1. In Nojvember 1999, the Company entered into two
agree}ments ("Share Transfer Agreements") with
Holdihg to acquire a 49% equity interest in each of
the régistered capital of YCMC and YBMC from
Holdiing at a consideration of RMB61,094,900 and
RMB68,257,700 respectively. The Foreign
Econbmic and Trade Commission of Henan
provi“nce approved the above transfer of equity
interest on 7th April, 2000. Since then, the Company
actuajlly owns a 94.951% equity interest in both

YCMC and YBMC.

36

30.

31.

32.

AL B EEARRF AR ERTRAETEFRIT S ME
B ALRCMARSEIHBERAETEZ BERT
AR & B 2 B ARE « AR F I ABER T IS
&M R AEU BB I -

G-FRHIE

RBEEARBERLNXE  ARFAE-WINERH
EREE - R-AANEE > ARAFERRE R
AFEEISZHER - ALFRIN _ZEZEE— K REH A
Jif % HEGHBT L B ESE’J BA - ARFIFEHREU
FERRI B F 4933 % R REH H

TR

ADERE- L NEEANRANERER A 2 TR E
BHEFERBREVOELTENERE  ARRATEE
EENFA#EES -

[

EER

—hAANE+—F - ROFREER AR S EMRD &
HEEGE > THUARG6I10949BTHARY
6,825 77TE CHI A ERERARBE 7 TEER k&
WS 9%H IR - TEEIREER _S2FF
WOH-CHBtHE Dl e EedaE - Ktk AN EBERES
TREBHAMEERIRR4.951%KHE -

[




(2

Report of the Directors # % & # 5 & \\igy

RmMMWﬁmme&mmm%$§ﬁ%§\¢Q?/

I herein report that the Supervisory Committee of the Company
has executed the function of monitoring and protected the legal
interests of the shareholders and the Company in accordance
with the duties stipulated in the Company Law of the PRC and
the Articles of Association of the Company during the year
ended 31st December, 2000.

1. To exercise the functions of monitoring the directors,
general manager and other senior officers. In 2000, there
was no report or discovery of the violation of the Articles
of Association, the laws and regulations and actions that
infringed upon the interests of the Company by the
directors, general manager and other senior officers of
the Company in the opinion of the Supervisory
Committee, they could carry out their duties honestly,
comply with the laws and protect the interests of all the
shareholders.

During the year, the Company had no material litigation
nor did the Supervisory Committee have any negotiation
with the Directors or bring any action against them on
behalf of the Company.

2. To review the operation and financial position of the
Company. The Supervisory Committee considers that the
financial statements of the Company for the year 2000
which has been audited by an international accounting
firm reflects a true and fair view of the operating results
and assets of the Company in such year.

3. To check the financial statements and the proposal of
profit distribution, which were proposed to the general
meeting by the Directors. The Supervisory Committee
considers that the above statements and the proposal have
complied with the provisions of relevant laws and
regulations and the Articles of Association.

4. In accordance with the Articles of Association of the
Company, the Supervisors attended the Directors’
meetings, participated in the major activities of the
Company and monitored the matters resolved by the
Board of Directors.

By order of the Supervisory Committee

Liu A Nan
Chairman of the Supervisory Committee

Luoyang, the PRC
25th April, 2001
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35.

36.

== Report of the Directors # F F & &

Code of Bast Prusae

In the opinion of the Directors, the Company has complied
with the Cojde of Best Practice as set out in Appendix 14
of the Listing Rules throughout the year ended 31st
December, ;2000.

Auditors ;

The Group‘% financial statements prepared in accordance
with the Hjong Kong accounting standards have been
audited by Ernst & Young. Ernst & Young retired and a
resolution jfor their reappointment as auditors of the
Company v"‘vill be proposed at the forthcoming annual
general meéiting.

Material ﬁ.ﬂﬁﬁgaﬁﬁ@n

|
1
During the period of this report, none of the Company,
. | . . )
Directors, S‘upervmors nor senior officers of the Company

had engaged in any material litigation or arbitration.
|

Audit C@ﬁmmmee

The Compafny formed its Audit Committee on 25th April,
200! in accbrdance with the Listing Rules to review and
supervise tljle financial reporting procedure and internal
supervisioh and control of the Group. The Audit
Committeej had held one meeting and reviewed the
accounts ofithe Company for the year end 31st December,
2000. !

By order of the Board of Directors

Fang

Chairman

Luoyang, the PR
25th April, 2001

Gang
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Notice of Annual General Meeting /B 3 8 £ K & i [\\L 7

Ag spesial et Lor

Subject to the stipulations of Article 12 of the
“Company Law of the People’s Republic of China”,
to authorise the Board of Directors of the Company
to determine any investment plan or proposal in
respect of other limited companies, joint stock
limited companies or other economic entities or
projects, including but not limited to decisions on
projects of investment, the companies or other
economic entities to be invested, the amount, the
method (including by way of issuance of the
domestic invested shares or overseas listed foreign
invested shares) and the time of investment and the
execution of the relevant agreements and other

documents;

Subject to the approval by The Stock Exchange of
Hong Kong Limited and the Securities Regulatory
Commission of the PRC, to approve the Company’s
allotment, issuance or otherwise dealing with either
separately or concurrently, not more than 20% each
of its domestic invested shares and overseas listed
foreign invested shares in issue during the Relevant
Period (as defined below) and to authorise the Board
of Directors of the Company to deal with all
necessary matters relating to such allotment and

issue,

For the purpose of this resolution, “Relevant Period”
means the period from the date upon which this
resolution is passed until whichever is the earliest
of:

(a) the last day of the twelve-month period from
the date of this resolution is passed; or

(b) the revocation or variation of the authorisation
given under this resolution by a special
resolution of the shareholders of the Company

at the general meeting;

41

VZJL L‘v;\?f‘ M%ﬂ ;2«; .

farBr- 1.5 L S
3 £ A R
};f%ﬁt&,?) ERE VI

BHALFEEFGRREREA(TEARANELH
BYFETRRENRER > HEMERETLEK
B ER AT SEM S SRR EARET T
HAFE  BEEFRRREREER  FARENLH
HEMAOERR - BESE  REAX(BELET
NER S ETNERENONREREEER
BRREEXHE -

TEERERGMAERLERPRHESEEEERE
SR THRMESNRET » AL FERHRE
(HESERTORNEBRREEE - BTEER
AR RENETNER > ARETERZERGER
TBEN20%  TREALCEEZGRIENEEH
EEMERBTNEER -

RARBENS " AHARM EHARERIEDR

CHEETIMERREZH MR ZHE

(F) AREEE
X

Bz BN+ ZAARNRER—

(Z) FLOEBRAG BB ARBEREIELA
REETORECEY -




//

N

Y

NUY

//\ ;

Luoyang, the PRC

Notes:

Notice of Annual General Meeting /B 5 3 K & j@ %

To authorise the Board of Directors of the Company
to declare an interim dividend to the shareholders
of the Company for the half year ended 30th June
2001.

By order of the Board
Jiang Guo Liang
Company Secretary
, 25th April, 2001

The register of 1members of the Company’s shares will be temporarily
closed from 16th May, 2001 to 14th June, 2001 {both days inclusive)
during which no transfer of shares will be registered in order to
determine the ljist of shareholders for attending the AGM. The last
lodgement for share transfer should be made on 15th May, 2001 at Hong
Kong Registrarsj Limited by or before 4:00 p.m. The address of H share
registrar of the Company, Hong Kong Registrars Limited is 2/F., Viewood
Plaza, No. 199 Des Voeux Road Central, Central, Hong Kong.

l
Each sharehold;er having the rights to attend and vote at the AGM is
entitled to appoint one or more proxies (whether a shareholder or not)
to attend and vote on his behalf. Should more than one proxy be
appointed by on‘e shareholder, such proxy shall only exercise his voting
rights on a poll}.

Shareholders ca‘n appoint a proxy by an instrument in writing (i.e. by

using the Proxy, Form enclosed). The Proxy Form shall be signed by
the person appé)inling the proxy or an attorney authorised by such
person in writivllg‘ If the Proxy Form is signed by an attorney, the
power of atlor“ney or other documents of authorisation shall be
notarially certified. To be valid, the Proxy Form and the notarially
certified power
be delivered to

than 24 hours b

of attorney or other documents of authorisation must
the above legal address of the Company in not less
efore the time scheduled for the holding of the AGM.

Shareholders or| proxies who intend to attend the AGM are requested
to deliver the reply slip for attendance duly completed and signed to
the Company in person, by post or by facsimile on or before Friday,

25th May, 2001.

Shareholders or their proxies shall present proofs of their identities

upon attending [the AGM. Should a proxy be appointed, the proxy
shall also present the Proxy Form.

The AGM is expected to last for less than one day. The shareholders
and proxies attending the AGM shall be responsible for their own

. | .
travelling and accommodation expenses.

The Company’s registered address:

No. 154, Jianshe Road, Luoyang, Henan Province, the PRC
Postal code: 47}004

Telephone: 86-379-4967038

Facsimile: 86-379-4967438
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Report of the international Auditors [EERGE DS

To the members

First Tractor Company Limited

(Incorporated in the People’s Republic of China with limited
liability)

We have audited the financial statements on pages 45 to 92
which have been prepared in accordance with accounting

principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

The Company’s directors are responsible for the preparation
of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view
it is fundamental that appropriate accounting policies are
selected and applied consistently. It is our responsibility to
form an independent opinion, based on our audit, on those

statements and to report our opinion to you.
Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes an examination, on a test basis,
of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the
significant estimates and judgements made by the directors in
the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and the
Group’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable
assurance as to whether the financial statements are free from
material misstaternent. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a
reasonable basis for our opinion.

43

B}ooEEkE
BIERRRBERAE
(BEFHEARAFMEZM EREMCLE)

AEEE A TERE &M DETHEEERFSEERNEEK
B—REELT G FEARTAMEEE -

EERZAGSEMNRER

HEAREENEEERWAEMAANMERE - £RHEE
Mo EREE EXLERREASEZEEIR - K
FNEFERBEN IR HESHERRIFHETE
R uMEERERRELRS -

ERHER

AMEEREFRGHMOGEMNOBEENETESIE - &
BEEAELME AT AN A RR TR REKEEER
BEEE  TREFEEEFRRHNZSMBEERBHRELDNE
ReP R A MEENEGHERESES BOER REH
MAREDR  RECTEHBRRTEREREZFEHECR

ERBETEG LS  SFURE-YRAT R LANEH
REBREHE HERMARESERNESR RUZSVERE

RETRERECEREL  FHAENEE - EREERE
RATMCHEZSEMERENMBAHEBELEERA - &
e BMCERIFERTIERRILSEER -




‘ B AT o Tl P T
Report of e [nlerrational Anditers 2!

bor

Opinion

In our opinion the financial statements give a true and fair
view of the state of affairs of the Company and of the Group as
at 31 December 2000 and of the loss and cash flows of the
Group for the year:then ended and have been properly prepared
in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants
Hong Kong, 25 April 2001
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Notes 2000 1999
Mzt “ZEEF —NNANE
RMB’000 RMB’000
AR¥BTT AR®BTT
TURNOVER e 3 1,997,314 2,865,137
Cost of sales HERA (1,738,817) (2,416,393)
Gross profit EF 258,497 443,744
Other revenue HAdg A 64.993 75.781
Selling expenses HEEH (109,255) (118,377)
Administrative expenses EHEH (195,494) (216,629)
Other operating expenses HEHREEH (138,628) (46,167)
PROFIT/(LOSS) FROM OPERATING R
ACTIVITIES WA (B 1R) 4 (119.887) 143,352
Finance costs MEEH 5 (19,627) (12,635)
Share of profits/(losses) of associates FEfG B & N E A (BE) (29,403) 2,101
Share of profit of a jointly-controlled entity JE A B 5 8 1l b 25 3 861 5,191
PROFIT/(LOSS) BEFORE TAX BRI AT (E518) (168,056) 138,009
Tax R 6 (13,142) (44,294)
PROFIT/(LOSS) BEFORE MINORITY REFVBULE
INTERESTS AR/ (B8 (181,198) 93,715
Minority interests DY RAER 24,145 (13,594)
NET PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO R AL B F 75
SHAREHOLDERS MF (E51R) 8 (157,053) 80,121
Dividend B E 9 (41,703)
RETAINED PROFITS/(ACCUMULATED LOSSES) AEEEERR/ (REEE)
FOR THE YEAR (157,053) 38,418
EARNINGS/(LOSS) PER SHARE - BASIC BEM/FR) - &K 10 (20.01) cents  10.21 cents
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1 Notes 2000 1999
i iz Z—ZEZEHE —hAhE
‘ RMB'000 RMB’000
ARBTTT AR®BTT
Net profit/(loss) for the year attributable to
shareholders FARREGMH/ (BE) (157,053) 80,121
Total recognised gains and losses i Y d ity (157,053) 80,121
Goodwill eliminated directly against reserves B REREmE 28 (14,269) (6)
|
Capital reserve arising on acquisition of a subsidiary BN B AR MES CERER 28 101
(171,322) 80,216
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Comsolidated Belemee St

st Dewentbes, 2000 1 Prepared §

Notes 2000 1999
ik ZEZEE —AAE
RMB’000 RMB’000
AR&TT ARETT
NON-CURRENT ASSETS FEREE E
Fixed assets BE&E 1 870,381 958,704
Construction in progress FEEIR 12 63,468 62,669
Interests in associates BB NTIREL 14 14,788 44,191
Tnterest in a jointly-controlled entity et EER 15 28,688 28,025
Long term investments EHRE 16 48,608 27,306
1,025,933 1,120,895
CURRENT ASSETS MEEE
Short term investments EHERRE 16 109.640 52.136
Inventories HFE 17 599,038 630,056
Trade and bills receivables TE IR A T U ZE 8 18 487,419 534,181
Other receivables H 19 103,472 199,512
Cash and cash equivalents HERBEEZEY 21 967,285 1,120,429
2,266,854 2,536,314
CURRENT LIABILITIES REAE
Trade and bills payables FEFT IR R e 18 by 403,325 473,326
Tax payable B s 11,007 14,192
Other payables and accruals HOfth BT 5 R FEET B R 23 363.863 372,689
Interest-bearing bank and B #1817
other loans FOE 1 E 3 25 194,039 197,970
972,234 1,058,177
NET CURRENT ASSETS FRBEE 1,294,620 1,478,137
TOTAL ASSETS LESS CURRENT LIABILITIES BEEBRREEE 2,320,553 2,599,032
NON-CURRENT LIABILITIES ERBARE
Interest-bearing bank loans M FIEC SRITER 25 24,790 —
Deferred tax BAEFIIE 26 3,702 6,170
28,492 6,170
Minority interests VMR 65,930 195,409
2,226,131 2,397,453
CAPITAL AND RESERVES B 7 K Rt 16
Share capital A 27 785,000 785,000
Reserves E2i 28 1,441,131 1,612,453
2,226,131 2,397,453
Fang Gang /i [ Cui Qi Hong # &
Director®& 3 Director# B
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Notes 2000 1999
feEt ZEREF  —NLE
RMB’000 RMB’000
: ARBTT AR®BTTT
NET CASH INFLOW FROM OPERATING REXBL
ACTIVITIES | FHEWMA 29(a) 125,960 175,444
RETURNS ON INVESTMENTS AND & E %R
SERVICING OF FINANCE EEHH
Interest received EHF R 27,927 35,643
Interest paid FFHIE (19,627 (12,635)
Dividends paid X BE (41,703) (40,820)
Dividends paid to minority shareholders XA PEERCRE (2,245) (16,315)
Net cash outflow from returns on REDRKEEERL
investments and servicing of finance BHEHERH (35.648) (34,127
TAX A
Income tax paid XA AR (18.597) (53,147)
INVESTING ACTIVITIES BHEE
Purchases of fixed dssets and additions BEETEEER
to construction in progress MNERIEIZE (46,966) (100,182)
Purchases of long term investments BEEHRE (21,302 -
Purchases of short term investments BECHRE {107,504) (52,136)
Acquisition of subsidiaries WHEH B A 29(c) 3,000 (20,130)
Acquisition of minority interests i D Bl R A 29(d) (129.353)
Proceeds from disposal of short term investments HEEIRERA 53.000 -
Proceeds from disposal of fixed assets HEBREEERA 3,407 440
(Increase)/decrease in time deposits with FHRHELZR=@EHAN
original maturity of more than three months EMEREM /B
when acquired ‘ (4,225) 137,087
Net cash outflow from investing activities REEHCERERA (249,943) (34,921
NET CASH (OQUTFLOW)/INFLOW BEFORE EEEHRIL
FINANCING ACTIVITIES BHREORE) /HA (178,228) 53,249
FINANCING ACTIVITIES BRI
New bank and other; loans g RIT R M E XK 29(b) 258,270 158,520
Repayment of bank and other loans B RIT RE AR X 29(b) (237,411) (104,070)
Repayment of debentures EEESF 29(b) (16,313)
Net cash inflow from financing activities EEEEZEAESTHA 20,859 38,137
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Notes 2000 1999
HE  EEEE  —AAAE
RMB’000 RMB’000

ABBFE  ARETR

(DECREASE)/INCREASE IN CASH AND HeREHESEEY

CASH EQUIVALENTS Z (B /m (157,369) 91,386
Cash and cash equivalents at beginning of year FZRERAEGEEY 585,278 493,892
CASH AND CASH EQUIVALENTS FHRZEENR

AT END OF YEAR HeEEY 427,909 585,278
ANALYSIS OF BALANCES OF CASH ReRBEEEEY
AND CASH EQUIVALENTS Z BB
Cash and bank balances WERBITERK 21 333,261 432,660
Time deposits with original maturity of less than BRI R=EHFH

three months when acquired EHTERK 94,648 152,618

427,909 585,278
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Notes 2000 1999
e ZB8Z2H —JLLUAE
RMB’000 RMB’000
ARETT AR®BTI
NON-CURRENT ASSETS FEVRENE B
Fixed assets EE S 11 667,776 731,529
Construction in progress TEETH 12 56,074 57,167
Interests in subsidiaries BT ERS 13 708,712 686,050
Interests in associates W A E R 14 15,000 42,000
Interest in a jointly-controlled entity B Hml bR 15 25,000 25,000
Long term investments EHIGE 16 25,303 4,000
1,497,865 1,545,746
CURRENT ASSETS MBIEE
Short term investments SHHEE 16 100,000 50,000
Inventories & 17 258,283 307,284
Trade and bills receivables ' IR O FE AR 18 80,752 86,700
Other receivables . LAt JFE LT 3K 19 47,856 161,910
Cash and cash equivalents HeEREEEEY 21 647,172 756,001
1,134,063 1,361,895
CURRENT LIABILITIES mEEE
Trade and bills payables FET IR R E AT B2 48 22 246,686 334,598
Tax payable ’ FERZ 4 3,055 -
Other payables and accruals HA AT s R FERT & fE 23 138,919 154,997
Interest-bearing bank loans W’&EW/@ZfE TE® 25 20,000 50,000
408,660 539,595
NET CURRENT ASSETS FBUENE E 725,403 822,300
TOTAL ASSETS LESS CURRENT LIABILITIES & Fe K %8 ik 171 B 4 & 2,223,268 2,368,046
NON-CURRENT LIABILITIES EREAE
Interest-bearing bank loans MM R RITER 25 5,000 -
Deferred tax R I 26 3,702 6,170
8,702 6,170
2,214,566 2,361,876
CAPITAL AND RESERVES Fe 7 e G B
Share capital 5N 27 785,000 785,000
Reserves 2 28 1,429,566 1,576,876
2,214,566 2,361,876
|
Fang Gang A Cut Qi Hong HEAL IS
DirectorZ & ! Director 3 5
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CORPORATE INFORMATION

During the year the Group was involved in the following

principal activities:

. manufacture and sale of agricultural tractors and
related parts and components

. manufacture and sale of construction machinery

. manufacture and sale of road machinery

. manufacture and sale of agricultural harvesting
machinery

In the opinion of the directors, the ultimate holding
company of the Company is China First Tractor Group
Company Limited (“Holding”), which was established
in the People’s Republic of China (the “PRC™).

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Statements of Standard
Accounting Practice, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for
the periodic remeasurement of certain fixed assets, debt

and equity investments, as further explained below.
Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
for the year ended 31 December 2000. The results of
subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition
or disposal, respectively. All significant inter company
transactions and balances within the Group are eliminated

on consolidation.
Subsidiaries

A subsidiary is a company in which the Company, directly
or indirectly, controls more than half of its voting power
or issued share capital or controls the composition of its

board of directors.
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Subsidiaries (continued)

Interests in subsidiaries are stated at cost unless, in the
opinion of the directors, there have been permanent
diminutions in values, when they are written down to

values determined by the directors.
Associates

An associate is a company, not being a subsidiary, or a
joint venture, in which the Group has a long term interest
of generally not less than 20% of the equity voting rights
and over which it is in a position to exercise significant

influence.

The Group's share of the post-acquisition results and
reserves of associates is included in the consolidated profit
and loss account and consolidated reserves, respectively.
The Group's interests in associates are stated in the
consolidated balance sheet at the Group's share of net
assets under the equity method of accounting less any
provisions fdr diminutions in values other than temporary

in nature deémed necessary by the directors.

The results of associates are included in the Company's
profit and loss account to the extent of dividends received
and receivable. The Company's interests in associates
are stated at cost less any provisions for diminutions in
values other than temporary in nature deemed necessary

by the directors.

Joint ventures

A joint venture is a contractual arrangement whereby the
Group and dther parties undertake an economic activity
which is subject to joint control and none of the
participating parties has unilateral control over the

economic activity.

Joint venture arrangements which involve the
establishmeht of a separate entity in which the Group
and other parties have an interest are referred to as jointly-

controlled entities.
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SUMMARY OF SIGNIFICANT ACCOUNTING 2. ZEUSRESEE)

POLICIES (continued)
Joint ventures (continued)

The Group's share of post acquisition results and reserves
of its jointly-controlled entity is included in the
consolidated profit and loss account and consolidated
reserves, respectively. The Group's interest in the jointly-
controlled entity is stated in the consolidated balance
sheet at the Group's share of net assets under the equity
method of accounting.

The results of the jointly-controlled entity are included
in the Company's profit and loss account to the extent of
dividends received and receivable. The Company's
interest in its jointly-controlled entity'is treated as a long
term investment and is stated at cost less any provision
for diminution in value, other than those considered to
be temporary in nature, deemed necessary by the directors.

Goodwill or capital reserve

Goodwill or capital reserve arising on consolidation of
subsidiaries and on acquisition of associates and a jointly-
controlled entity represents the excess or shortfall of the
purchase consideration paid over the fair values ascribed
to the net underlying assets acquired at the date of
acquisition. Goodwill is eliminated against reserves and
capital reserve amount is credited directly to reserves, in
the year of acquisition.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated
depreciation.

The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its
working condition and location for its intended use.
Expenditure incurred after the fixed assets have been put
into operation, such as repairs and maintenance, is
normally charged to the profit and loss account in the
period in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has resulted
in an increase in the future economic benefits expected
to be obtained from the use of the fixed asset, the
expenditure is capitalised as an additional cost of that
fixed asset.
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SUMMARY OF SIGNF:CANT ACCOUNTING
POLICIES (coniinued)

Fixed asse}ts and depreciation (continued)

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account is the difference
between the net sales proceeds and the carrying amount

of the relevant asset.

Depreciatimj of fixed assets is calculated on a straight-
line basis to write off the cost of each asset over its
estimated useful life, after taking into account its
estimated residual value. The estimated useful lives of
fixed assets are as follows:’

Buildings 8-30 years
Plant, machinery and equipment 6-16 years
Transportatibn vehicles and equipment 6-12 years

Where, in the opinion of the directors, the recoverable
amounts of fixed assets have declined below their carrying
amounts, prdvisions are made to write down the carrying
amounts of ‘such assets to their recoverable amounts.
Recoverab]ejamounts are not determined using discounted
cash flows.' Reductions of recoverable amounts are
charged to the profit and loss account, except to the extent
that they reverse previous revaluation surpluses in respect
of the same items, when they are charged to the

revaluation reserve.
Construction in progress

Construction in progress represents factory buildings,
plant and machinery and other fixed assets under
construction and is stated at cost and is not depreciated.
Cost comprfses direct costs of construction as well as
interest charges on related borrowed funds during the
periods of construction, installation and testing.
Capitalisation of interest charges and exchange difference
ceases when? the fixed assets are substantially ready for
their intended use. Construction in progress is reclassified
to the appropjriate category of fixed assets when completed

and ready for use.
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SUMNARY ©F S:GNIFICANT ACCOUNTING

POLICIES (continued)
Long term investments

Long term investments are non-trading investments in
unlisted equity securities intended to be held on a long

term basis.

Unlisted securities are stated at their estimated fair values
on an individual basis. These are determined by the
directors having regard to, inter alia, the comparison of
price/earnings ratios and dividend yields of the securities
with those of similar listed securities, with allowance

made for the lower liquidity of the unlisted securities.

The gains or losses arising from changes in the fair values
of a security are dealt with as movements in the long
term investment revaluation reserve, until the security is
sold, collected, or otherwise disposed of , or until the
security is determined to be impaired, when the
cumulative gain or loss derived from the security
recognised in the long term investment revaluation
reserve, together with the amount of any further
impairment, is charged to the profit and loss account for
the period in which the impairment arises. Where the
circumstances and events which led to an impairment
cease to exist and there is persuasive evidence that the
new circumstances and events will persist for the
foreseeable future, the amount of the impairment
previously charged and any appreciation in fair value is
credited to the profit and loss account to the extent of the
amount previously charged.

Short term investments

Short term investments are investments in debt and equity
securities held for trading purposes and are stated at their
fair values on the basis of their quoted market prices at
the balance sheet date on an individual investment basis.
The gains or losses arising from changes in the fair value
of a security are credited or charged to the profit and loss
account for the period in which they arise.
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Deferred tax

Deferred tax is provided, using the liability method, on
all significant timing differences to the extent it is
probable that the liability will crystallise in the foreseeable
future. A deferred tax asset is not recognised until its

realisation is assured beyond reasonable doubt.
Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labour
and an appropriate proportion of production overheads.
Net realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion and
disposal.

Spare parts and consumables are stated at cost less

provisions for obsolescence.
Foreign currencies

The Group's financial records are maintained and the
financial statements are stated in Renminbi ("RMB").

Foreign currency transactions are recorded at the
applicable rates of exchange ruling at the transaction dates
as quoted by the People's Bank of China. Monetary assets
and liabilities denominated in foreign currencies at the
balance sheet date are transiated at the applicable rates
of exchange prevailing at the balance sheet date as quoted
by the People's Bank of China. Exchange differences are
dealt with in the profit and loss account.

On consolidation, the financial statements of the overseas
subsidiary is translated to Renminbi at the applicable
rates of exchange ruling at the balance sheet date. All
material translation differences arising on consolidation
are dealt with through the exchange fluctuation reserve.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES {continued)

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks
and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control
over the goods sold; and

(b) interest income, on a time proportion basis, taking
into account the principal outstanding and the
effective interest rate applicable.

Research and development costs

All research costs are charged to the profit and loss

account as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the projects are
clearly defined; the expenditure is separately identifiable
and can be measured reliably; there is reasonable certainty
that the projects are technically feasible; and the products
have commercial value. Product development expenditure
which does not meet these criteria is expensed when

incurred.

Deferred development costs are amortised using the
straight-line basis over the commercial lives of the
underlying products not exceeding five "years,
commencing from the date when the products are put

into commercial production.
Provision for warranty claims

Provision for warranty claims is calculated based on the
unit rate charged by repair centres and the estimated
number of units of tractors and components already sold

which may require repairs and maintenance.
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Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals applicable to such
operating leases are charged to the profit and loss account

on the straight-line basis over the lease terms.
Retirement benefits scheme

Contributions to defined contribution retirement scheme
are charged to the profit and loss account as incurred.

Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in
making financial and operating decisions. Parties are also
considered to be related if they are subject to common
control or common significant influence. Related parties
may be individuals or corporate entities.

Cash equivalents

For the purpose of the consolidated cash flow statement,
cash equivalents represent short term highly liquid
investments which are readily convertible into known
amounts of cash and which were within three months of
maturity when acquired, less advances from banks
repayable within three months from the date of the
advance. For the purpose of balance sheet classification,
cash equivalents represent assets similar in nature to cash,

which are not restricted as to use.
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Turnover represents the invoiced value of goods sold, BEERHECRESHEMBNIIMBRERCIEE 18
net of discounts and returns, and excludes sales taxes EHERMEENELAE -
and intra-group transactions.
An analysis of turnover and revenue is as follows: BEEHEIWAZSFANT ¢
2000 1999
—EEREE — I
RMB'000 RMB'000
AR®BTT AR
Turnover - sale of goods EREE-ELHE 1,997,314 2,865,137
Interest income KB U A 27,927 35,643
Income from sundry sales BEIEEHEW A 9,121 11,904
Subsidies from the lJocal Finance Bureau b 5 B B 4 B — 6.000
Revenue A 2,034,362 2,918,684




PROZTHLOSS) FROY. OPERATX &,
ACTIVITIES
The Group's profit/(loss) from operating activities is FEEREEERF/(HE) RN/ GIA)TI%
arrived at after charging/(crediting): H:
2000 1999
“EZEEF —NANE
RMB'000 RMB'000
ARETT AR®BTIT
Depreciation of fixed assets B EEENE 97,929 93,507
Provisions for impairments of construction £ T A2 L {EH B %
in progress 10,135 —
Provisions for impairments of fixed assets B E & E R E R 29,735 —
Staff costs (exclusive of directors' and ETEHCCEEESE
supervisors' emoluments): FEEEME)
Wages and salaries ITERFE 239,365 229,013
Pension contributions BRIREHEK 53,423 54,449
Operating lease rentals: REHMES -
Land and buildings T B EEY) 13,264 13,438
Plant and machinery fo 25 BLER 18 5,245 7,640
Research and development expenses o Eip & M 6,459 7,396
Directors' and supervisors' remuneration: EEREEMNE
Fees e — —
Other emoluments H At B 25 545 1,235
Auditors' remuneration 3T 2,700 3,300
Loss on disposal of fixed assets HEBEEERL 1,874 1,184
Exchange losses, net WE ST 18 KT EE 848 578
Gains on disposal of listed HE EHiRE W
investments (3,000) —
Interest income FEWA (27,927) (35,643)
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FINANCE COSTS

6. TAX

Group
REE
2000 1999
—BEEE —AANE
RMB'000 RMB'000
ARBTT ARBTT
Interest on bank and other loans RITREMERERAEA
wholly repayable within five years EHEEIERZIMNESZE 19,627 12,635
Less: Interest capitalised B EARLZHE — —
Finance costs, net M ERSE 19,627 12,635
6. W
2000 1999
ZEREE —ANNE
RMB'000 RMB'000
ARBTT ARBTT
The Company and subsidiaries: AovRfBLFE
PRC income tax provided for the year AREEZHBEFER 15,412 45,711
Deferred tax (note 26) SRAEFRIE (FTEE26) (2,468) (2,468)
12,944 43,243
Share of tax attributable to: FE(LFRIE ¢
Associates /N — 196
Jointly-controlled entity e i | 198 855
Tax charge for the year AR FE R 13,142 44,294

No provision for Hong Kong profits tax has been made
as the Group had no assessable profits earned in or derived

from Hong Kong.

The PRC income tax of the Company, Luoyang Changlun
Agricultural Machinery Company Limited, First Tractor
Qingjiang Tractor Company Limited ("FTQT"), Yituo
(Luoyang) Harvester Co., Ltd., Yituo (Zhenjiang)
Harvester Co., Ltd., and Guizhou Zhenning Biological

WEREBHERE LR -

RAR(T—#ETL)

AR ETE -

Industrial Co., Ltd. is calculated based on 33% of the

respective company's assessable profits determined in

accordance with the relevant PRC laws and regulations.
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TAX {continued)

Zhenjiang Huachen Huatong Road Machinery Co., Ltd.
("ZHHRM") and Zhenjiang Huatong Aran Machinery
Co., Ltd. ("ZHAM") are subject to the Income Tax Law
of the PRC for Enterprises with Foreign Investment
Enterprises and Foreign Enterprises, and are entitled to
an income tax holiday for two years commencing with
their respective first profit-making year and a 50%
reduction in income tax for the following three years.
The year 2000 is the income tax holiday period for
ZHHRM and hence no income tax has been charged to
ZHHRM for the year ended 31 December 2000. The
income tax holiday of ZHAM lapsed on 31 December
1998 and ZHAM's 2000 PRC income tax is calculated at
12% (after the deduction of 50% tax relief) on its
assessable profits of 2000 (1999: 12% after the deduction
of 50% tax relief).

Yituo (Luoyang) Construction Machinery Co., Ltd.
("YCMC") and Yituo (Luoyang) Building Machinery Co.,
Ltd. ("YBMC") have been accredited as "Technologically-
advanced Enterprises" and are entitled to income tax
reduction for a period of three years starting from 1 January
1999. The PRC income tax of the aforesaid companies is
calculated at 15% (after taking into account the income tax
reduction) on their respective assessable profits.

First Tractor Shenyang Tractor Company Limited
(“FTST”), a limited liability company located in the
technological economic zone in Shenyang, is entitled to
an income tax holiday for its first two profit-making years
which commenced in 1998 and a 50% reduction in income
tax for the following three years. As FTST incurred a
loss for the year ended 31 December 2000, no PRC
income tax has been charged for the year ended 31
December 2000.

Profits tax of the subsidiary operating outside the PRC is

subject to the rate applicable in its jurisdiction.

The PRC income tax of the associates and jointly-
controlled entity is calculated at 0% to 33% on the
respective company's assessable profits determined in

accordance with the relevant PRC laws and regulations.

There was no material unprovided deferred tax during
the year or at the balance sheet date (1999: Nil).
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7,

RELATED PARTY TRANSACTIONS

(a)

(b)

7. BEALZS

The significant transactions carried out between the (a) FA AEEFRERAESEER  G@FZERAFCHE

Group and the Holding group, inclusive of

subsidiaries and associates of Holding, during the

year are summarised as follows:

RRARBELATNERZZUT

Notes 2000 1999
B ax —ETEH —IE
RMB'000 RMB'000
ARBTL AEETT
Sales of raw materials and components & R M B R E A (i) 125,631 191,971
Purchases of raw materials and components EE RV R FEG (i) 191,535 314,187
Purchases of utilities XTEHE (ii) 56,310 68,944
Fees paid for welfare and support services TTEM R REYREE (iii) 44,677 46,055
Purchases of transportation services FrEEE (iii) 9,188 9,472
Research and development expenses paid X RHEE M (iv) 2,600 5,392
Fees paid for the use of land TS (v) 5,000 5,000
Fees paid for the use of trademark AT (vi) 2,600 4,095
Rentals paid in respect of: S
Buildings HEY (vii) 1,763 1,738
Plant and machinery P 2% K 2 (vii) 5,000 7,640
The significant transactions carried out between by AREE-—HBILEEVERFCERRZUT
FTQT and its minority shareholder during the year
are summarised as follows:
Notes 2000 1999
e  ZBZEF —AAAE
RMB'000 RMB'000
ARBTT AE#BT L
Sales of raw materials and components SEFRME EEI S (i) 4,854 13,996
Purchases of raw materials and components BEEME EEEE (i) 18,417 28.107
Sales of utilities W HREh 1 (i) 1,542 2,466
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RELATED PARTY TRANSACTIONS

(continued)

(®

(i)

(iii)

(iv)

)

Pursuant to relevant agreements, the pricing in
respect of raw materials and components is
determined by reference to the State price (i.e.
mandatory prices set in accordance with relevant
PRC regulations, where applicable) or if there is no
applicable State price for any such raw material or
component, the market price or the agreed price
which is not exceeding the price charged in the
immediate preceding year increased by a percentage
equal to certain PRC consumer price index,
whichever is lower.

Pursuant to relevant agreements, the pricing in
respect of utilities is determined by reference to the
State price (i.e. mandatory prices set in accordance
with relevant PRC regulations, where applicable)
or if there is no applicable State price for any such
service, the market price or the agreed price which
is not exceeding the price charged in the immediate
preceding year increased by a percentage equal to
certain PRC consumer price index, whichever is

lower.

Pursuant to relevant agreements, the pricing in
respect of each of the welfare and supporting
services and transportation services is determined
by reference to the State price (i.e. mandatory prices
set in accordance with relevant PRC regulations,
where applicable) or if there is no applicable State
price for any such services, the market price or the
agreed price which is not exceeding the price
charged in the immediate preceding year increased
by a percentage equal to certain PRC consumer
price index, whichever is lower.

Pursuant to relevant agreements, the pricing in
respect of routine research and development
services is calculated at 0.2% of the Company's net
annual turnover.

Pursuant to relevant agreements, the annual rental
for the use of land is RMBS million subject to a
further land rental adjustment announced by the

relevant State land administration authorities.
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7.

10.

RELATED PARTY TRANSACTIONS
(continued)

(vi) Pursuant to relevant agreements, the pricing
for the use of the trademark is charged at the
rate of 0.2% of the Company's net annual

turnover.

(vii) Pursuant to relevant agreements, the rental of
buildings and plant and machinery is charged
with reference to the depreciation of relevant
assets.

(¢) Further details of the balances with related parties
are set out in notes 20 and 24 to the financial

statements.

NET PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

The net loss from ordinary activities attributable to
shareholders dealt with in the financial statements of the
Company is RMB147,310,000 (1999: profit of
RMB51,596,000).

HEAEZZ ()

(vi) REFRGHE HEERANERELALFERZE
EEFHEN02%TE -

(vii) RBBEEIGHE  BEVRBSRBIARER
RBEHEEZTENE -

uu

() HREALZRGRIE— S FREN AR BRI
20k 24 -

BREEEREREH/ (B

RALFMBEFRD ZIEEELEERAK147,310,000
T(—RANE - HF B AR #S1,596,00070)

DIVIDEND BRE
2000 1999
~g2%4 ~ARE
RMB'000 RMB'000
ARBTT ARBTITL

Proposed final dividend - Nil BRERERUERE &

(1999: RMB0.033) per share (note 23) (—hANE Bl AR®0.0537T) (H5E23) — 41,703
— 41,703

EARNINGS/LOSS) PER SHARE

The calculation of earnings/(loss) per share is based on
the net loss from ordinary activities attributable to
shareholders for the year of RMB157,053,000 (1999:
profit of RMB80,121,000) and the weighted average of
785,000,000 shares (1999: 785,000,000 shares) in issue
during the year.

No diluted earnings/(loss) per share is presented as the
Company does not have any dilutive potential ordinary
shares.
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BREHN/(FR)DEFAEERFEHEBRBARE
157,053,0005C ( — FLALALEE # F fs A R % 80,121,0007T ) K
REE T HITI R Z N HE 359 $0785,000,0000 (—FLALAL
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Plant, Transportation
machinery ~ vehicles and
Buildings and equipment equipment Total
Group AEH FERELEY BE BE EHTHE L
Rt K&
RMB'000 RMB'000 RMB'000 RMB'000
AR®TIT ARBTIL ARBTT AR®TRT
Cost: R
At beginning of vear £1) 781,628 1,210,701 65424 2,057,753
Arising on acquisition of subsidiaries B o B R ET B 3,627 3.739 5,958 13,324
Additions KE i 32 6,638 8,518 15,188
Transferred from construction REBIEEA
in progress (note 12) (FgE12) 3,950 12,728 4,166 20,844
Disposals o (1,046) (7,532) (8.887) (17,465)
Impairment provision PR (39,612) (92,186) — (131,798)
At 31 December 2000 TEREEFOR=AH 748,579 1,134,088 75179 1,957,846
Accumulated depreciation: REHTE
At beginning of year 1) 377,338 693,766 27,945 1,099,049
Arising on acquisition of subsidiaries EIN BB 1B 1 B A 1,073 106 3,555 4,734
Provided during the year B 27,079 61,909 8,941 97,929
Disposals W {869) (6,643) (4,672) (12,184)
Impairment provision BelERH (34,130) (67,933) — (102,063)
At 31 December 2000 “EZEREFAZ+H 370,491 681,205 35,769 1,087,465
Net book value: MR TR {E
At 31 December 2000 CEZEEEF_AZ1-H 378,088 452,883 39,410 870,381
At 31 December 1999 —WINEF+ZA=+—H 404,290 516,935 37,479 958,704
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17. FIXED ASSETS (continued) 1. BREE(£])
Plant, Transportation
machinery vehicles and
Buildings and equipment equipment Total
Company NN FEMESEY WE - BH EWmTE L
& &
RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARMTR ARETE ARETR
Cost: R
At beginning of year )] 599,767 1,025,768 20,909 1,646,444
Additions S - 438 185 623
Transferred from construction REBIEEA
in progress (note 12) (REE12) 3,754 8,793 3,019 15,566
Disposals B (151) (7.333) (2,176) (9,660)
At 31 December 2000 “EREESFTHAZAH 603,370 1,027,666 21,937 1,652,973
Accumulated depreciation: ZEINE
At beginning of year £ 302,425 604,624 7,866 914,915
Provided during the year 10 22512 52,908 2,115 77,535
Disposals Wb (122) (6,547) (584) (7,253)
At 31 December 2000 ZEFEREFH=+—H 324,815 650,985 9,397 985,197
Net book value: IEHEE
At 31 December 2000 ZEBFEF+"H=+—H 278,555 376,681 12,540 667,776
At 31 December 1999 —hAREFZHZ+—H 297,342 421,144 13,043 731,529

All of the Group's buildings are situated in the PRC. The land
on which the Group’s buildings are erected is leased for a

period of 50 years.

At 31 December 2000, certain of the Group's buildings and

machinery with a net book value of approximately
RMB31,400,000 (1999: RMB113,000,000) were pledged to
secure short term bank loans granted to the Group (note 25(a)).
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CONSTRUCTION [N PROGRESS

12, EEIE

2000 1999

Group EN —EEZTH —hLhE

RMB'000 RMB'000

ARETIT ANEBTT

At beginning of year FEH] 62,669 159,324

Arising on acquisition of subsidiaries TR] A7 S B R > B P 82 M — 68

Additions wim 31,778 93,077

Transferred to fixed assets {(note 11) A EEEERELID (20,844) (189,800)

Impairment provision XA 5 (10,135) —

At 31 December +_H=+—H 63,468 62,669

2000 1999

TEEEE —ARNE

Company PN/ RMB'000 RMB'000

ARBTIT ARBFIT

At beginning of year F4] 57,167 128,155

Additions #im 23,337 86,335

Transferred to fixed assets (note 11) WMABEEEE(HFE11) (15,566) (157,323)

Impairment provision B 1505 (8,864) —

At 31 December +-A=+—H 56,074 57,167
INTERESTS IN SUBSIDIARIES 13.

2000 1999

ZEREE —NRNLE

Company ZN/NE| RMB'000 RMB'000

AE#BTT ABRBTT

Unlisted investments, at cost JELEHEE  EHRA 239,551 71,999

Due from subsidiaries ' JE IS HT T 2 B ER B 569,164 633,243

Due to subsidiaries JREA-F B /0 B BROE (41,003) (19,192)

767,712 686,050

Provisions for permanent diminutions in values 7k & J8 {E £ fi§ (59,000) —

708,712 686,050

The amounts due trom/(to) subsidiaries are unsecured,

interest-free and have no fixed terms of repayment. HEH -
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INTERESTS [N SUBSIDIARIES (continued) 13. WEXEESE (E)

TREJEEZRHEALAERNERTEARZE AL
SEZEFEHEARNIALEMBLE - ERTHFI
HHE A EHAERTTE -

The table below lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results of the year or formed a substantial portion of
the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result
in particulars of excess length.

ALEMNEEREAFZHMAT

Particulars of the Company's principal subsidiaries are

as follows:
Place of Registered Equity
Date of establishment and paid- interest
Name establishment and operations up capital attributable to Nature Principal
IR EgliDd the Company of entity activities
REATR EAAREY BEME Ef&ER ARFEERER REME EEEHR
direct  indirect
B# %

Brilliance China 17 March 1993 Bermuda US$12,000 90.1% — Limited  Investment
Machinery Holdings liability holding
Limited ("BCM") comparny

ERPERHRER —WI=ZE BRE 12,0003 7T BREE RESR
BRAE(TERBE) ZA+tH A H

Yituo (Luoyang) 28 December 1993 the PRC US$9,980,000 49% 46% Sino-foreign ~ Manufacture
Construction equity joint  and sale of
Machinery venture  tractors and
Co., Ltd. enterprise  construction

machinery

—H(RE) 1R —hWh=# FE 9,980,000 T PHEE AEREE
BERERNHE +ZHBZ+/H % AR

TERK

Yituo (Luoyang) 29 December 1993 the PRC US§$9,980,000 49% 46%  Sino-foreign  Manufacture
Building Machinery equity joint  and sale of
Co., Lud. venture  road rollers

enterprise and road
construction
machinery

—E(EE) —NIEE Bl 9,980,000% T FOER LEKRMEE

RESMARAE TZHEZ+AH % EE#E

B HEE
5401
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13. [INTERESTS N SUBSIDIARIES {continued) 3.
Place of Registered Equity
Date of establishment and paid- interest
Name establishment and operations up capital attributable to Nature Principal
TR EiRgd the Company of entity activities
AEIER AL E ki EfER RO E AR REMHE  TEEE
direct  indirect
E# fel 8%

First Tractor 16 January 1998 the PRC RMB80,000,000 51% — Limited Manufacture
Qingjiang Tractor liability and sale
Company Limited * company of tractors

and related
parts and
components

—fERILIEA —hANEF i AE# ARETE £ERHEE
BIRAH —R+7%H 80,000,0007C nE BuUBR

HREHMS

Luoyang Changlun 28 May 1998 the PRC RMB500,000 99% — Limited Trading of
Agricultural liability tractors
Machinery company
Company Limited *

B RmREERR —JURE B A #500,0007C BRERE HLRES

BRERE AR=-+/AH 2

First Tractor Shenyang 20 April 1998 the PRC RMB27,000,000 60% — Limited Manufacture
Tractor Company liability ~ and sale of
Limited * company tractors

—HEGEAE —WAAE F1E AE# EREE LERHE
HRAF mEZ+H 27,000,0007C AL HEETR -

Zhenjiang Huatong 28 November the PRC US§$1.000,000 — 53.2%  Sino-foreign Manufacture
Aran Machinery 1995 equity joint  and sale of
Company Limited venture road

enterprise  construction
machinery

SELIT % P AR —hNha#F HE 1,000,000 T THEE EERHE
BB +—HAZ+AH t%E BRERE

B




INTERESTS IN SUBSIDIARIES (continued) 13, WMELEES(E])
Place of Registered Equity
Date of establishment and paid- interest
Name establishment and operations up capital attributable to Nature Principal
B R G i the Company of entity  activities
AEIE B A # W hE EfEA AnE EGEER ~LRARE IEEH
direct  indirect
H# &

Zhenjiang Huachen 8 April 1999 the PRC US$4,080,000 — 532%  Sino-foreign Manufacture
Huatong Road equity joint  and sale of
Machinery venture road
Company Limited enterprise  construction

machinery

HILERER —ATEF B 4,080,000 T FHEE EERHEE
BHBRERLA WAAHR &3 %

BEBM

Yituo (Luoyang) 19 January the PRC  RMB30,000,000 90% — Limited Manufacture

Harvester Co., Ltd.* 2000 liability  and sale of
company  agricultural

harvesting

machinery

—# (186 ) ER W TEZER T ARH AREE LERHE
BRQE —R+hH 30,000,0007T ~E REWE

B

Yituo (Zhenjiang) 28 June 2000 the PRC RMB11,984,400 — 58.5% Limited Manufacture
Harvester Co., Ltd.* liability ~ and sale of
company  agricultural

harvesting

machinery

— i (BT BB ZZZEZE 1 ANEH HREE ZERHE
ARAF AHZ+AH 11,984,4007C R BEME

ik

Guizhou Zhenning 13 June 2000 the PRC RMB16,000,000 70% — Limited Manufacture

Biological liability  and sale of

Industrial Co., Ltd.* company  biochemical

products

BHMNEEEY I “EZEH HE ARH AREE L£ERHE
BRAHE AA+=H 16,000,0007C ~E EEM

* The names of the PRC subsidiaries in English are
the direct translation of their respective registered
names in Chinese.

* PENBARCENEBEAEEMT X EREEY
B -
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[INTERESTS IN SUBSIDIARIES (continued)

In November 1999, the Company entered into two
conditional agreements with Holding pursuant to which
the Company agreed to acquire a 49% equity interest in
both YCMC and YBMC from Holding at a cash
consideration of approximately RMB61 million and
RMB68 million, respectively. In April 2000, the
conditions of the agreements were satisfied and the equity
transfer was then completed. The Company has
effectively held 94.951% in both YCMC and YBMC since
then.

[INTERESTS IN ASSOCIATES

5 {00 &5

TN T A 1)
FEREESE)

RI199FENE {7 » AAREERAEEEMNDE KT
% BERALFSHILAA K E6,1008 LA K 16,800
BT AR R R TR AR RN R SRR A0 4 -
2000004 F 17 BHIGENBGCREE  KEEEICT
e AAFHEEANBE LERRRESEERN
94.951% % 1 -

Group Company
AEH PN/
2000 1999 2000 1999
CEEEE —ANAE TEETE AALE
RMB'000 RMB'000 RMB'000 RMB'000
ARBETLT AREBTET AR®ETT AR®BTT
Unlisted investments, at cost FEETERE  HEA — — 42,000 42,000
Share of net assets FEiEE ETRE 14,788 44,191 - —
14,788 44,191 42,000 42,000
Provision for permanent
diminutions in value KA B (B i —_ — (27,000 —
14,788 44,19} 15,000 42,000
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INTERESTS IN ASSOCIATES (continued) 14, BENRER(E
The table below lists the associates of the Group which, TRIEEEARHAEEFANEEEEATENMEEAE
in the opinion of the directors, principally affected the EEFEECEE A v ALEARELE - EHETRBFY
results of the year or formed a substantial portion of the HttBeE A AENIBRTE -
net assets of the Group. To give details of other associates
would, in the opinion of the directors, result in particulars
of excess length.
Particulars of the principal associates are as follows: FERSNTZHEMT
Percentage
of equity
Place of attributable Principal
Name registration to the Company activities
AL AG
o £ fff £ B FE 2 Lo A TEEE
directly indirectly
E# fi] %
Shanghai Qiangnong (Group) the PRC 39.6% — Trading of
Company Limited ("SQGC")* agricultural
machinery
LEBREEERNBERARC LE®RE ) @l BEBBES
Shanghai Qiangnong Group Agricultural the PRC —  25.74% Trading of
Machinery Co., Ltd.* agricultural
machinery
and electrical
equipment
TERREERESREERAF o 8 BEBRK
ETREES
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INTERESTS (N ASSCCIATES (continued)

Percentage

of equity
Place of attributable Principal
Name registration to the Company activities

AL E A
AR oF i 2 1 2 Ko TEEE

directly indirectly
=R %

Shanghai Agricultural Resources the PRC —  25.74% Trading of
Trading Centre Co., Ltd.* agricultural
machinery
and electrical
equipment
TERRVMEL SR LOERLAH el EERMK
ErREES
Shanghai Shennong Automobiles the PRC —  31.68% Provision of
Services Co., Ltd.* transportation
services
LEHEERERBERAE FE R EEIRE
Shanghai Shangnong Property the PRC — 39.6% Property
Development Co., Ltd.* development
LR EEEERELA eal7 ek

* The names of the PRC associates in English are the
direct translation of their respective registered

names in Chinese.

In April 2000, the Company entered into an agreement
with Shanghai Resources (Group) Holding Company
(“‘Shanghai Resources”) pursuant to which the Company
agreed to dispose of its equity interest of 30% in SQGC,
an associate of the Company, for a cash consideration of
approximately RMB36 million. However, Shanghai
Resources failed to pass the purchase consideration to
the Company upon the agreement completion date, and
in order to protect the Company’s interest in SQGC, the
directors cancelled the agreement with Shanghai
Resources in December 2000.
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15. [NTEREST IN A JOINTLY-CONTROLLED 15, BIEEGEERER
ENTITY
Group Company
KEHE ¥
2000 1999 2000 1999

“EEEE ANNWE ZEZZE -AAAE
RMB'000  RMB'000  RMB'000  RMB'000
ARBTT AR®TT ARETT AR®TL

Unlisted investment, at cost FELTAHRE » ALK — — 25.000 25,000

Share of net assets FEALE EFE 28,688 28,025 — —
28,688 28,025 25,000 25,000

Particulars of the jointly-controlled entity, which is FrmzRaEstERNGEERCHEENT

unlisted, at the balance sheet date are as follows:

Percentage
of equity
and profit
Business Place of attributable Principal
Name structure registration to the Group activities
e EHE FE it s B AEEEMGER FTEEH
REFED L
2000 1999
SEETE  -AAAE

First Tractor Ningbo C.S.I. Corporate the PRC 40% 40% Manufacture
Tractor & Automobile and sale of
Corp., Ltd. tractors

—HERPRELBRE it B YERKHE
HRAT fsf

The above investment in the jointly-controlled entity is EUEBEEHCE R ERALNREEHSE -

directly held by the Company.
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16.

17.

INVESTMENTS 16.

]
A
I

Group Company
AEH ¥ N/NES)
2000 1999 2000 1999
“EEZE —AANE ZBEZE —HAAAE
RMB'000 RMB'000 RMB'000  RMB'000
AREBTT ARETRIT AREBTT ARETL
Long term investments REIRE
Unlisted equity investments, JE iR ERE
at fair value BAFEE 48,608 27,306 25,303 4,000
Short term investments HAERE
Listed government bonds, EHEREES
at market value e 100,000 50.000 100,000 50,000
Listed equity securities, LR EES
at market value & E 9,640 2,136 — —
109,640 52,136 100,000 50,000

The market values of the Group's and the Company's
short term investments at the date of approval of these
financial statements were approximately RMB 129 million
and RMB 103 million, respectively.

AEERANEZCERRECHERAY BRERECH
4 3T B A K #5129,000,0007C 1A B % 103,000,0007T

INVENTORIES 17, BE
Group Company
AEE PN
2000 1999 2000 1999
ZEREE —AAAE ZZBEE -AALF
RMB'000  RMB'000  RMB'000  RMB'000
AR®TIE AR®TIT AR®TRT AR%TT
Raw materials R 1 H 112,880 124,891 65,648 75,740
Work in progress TE& 156,863 188,733 71,420 98,841
Finished goods 7 B 269,522 252,142 67,921 74,441
Spare parts and consumables fili {F AR {E B #2 5 59,773 64,290 53,294 58,262
599,038 630.056 258,283 307,284

At 31 December 2000, the carrying amount of inventories
of the Company and the Group carried at net realisable
value included in the above was RMB9 million (1999:

RMB4 million).
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18. TRADE AND BILLS RECEIVABLES 18. BRERBERERE

AEER THEPOFINTONRAB0ENRZH - RZF
EZETZAZ+ - HOBIURSR BREBATIRE 347

The Group's average credit period to its trade customers
is between 30 to 90 days. The aged analysis of trade and

bills receivables, net of provision, as at 31 December (fIBREBEMT
2000 is as follows:
Group Company
EN- AR
2000 1999 2000 1999
“ZEEF —AAhE ZBBEZEEFE —AAAE
RMB'000 RMB'000 RMB'000 RMB'000
ARETIT ARBTT ARETT ARBTI
Current to 90 days ENEAZE 90K 261,766 229,741 32,368 49,546
91 days to 180 days 91E 180K 103,326 128,851 11,038 12,168
181 days to 365 days 181FE 365K 58.690 107,607 21,191 15,391
One to two years —F F 61,121 57,654 14,134 5,221
QOver two years “EFME 2,516 10,328 2,021 4,374
487,419 534,181 80,752 86,700
19. OTHER RECEIVABLES 18, EHWEER
Group Company
KEE F N
Notes 2000 1999 2000 1999
Mz —2%8% —-AANE ZZZEZEE -AAAE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR%®TLT ARETT ARETR
Prepayments, deposits g
and other debtors s K B R 92,576 37,198 44,541 46,060
Prepaid income tax HA RGN — — — 6.457
Due from related companies FEE Wi IR S8 O B 510 20 10,896 5,936 3315 3315
Due from Holding JFE M 422 % 2 T 3K TE 24 — 106,378 — 106,078
103,472 199,512 47,856 161,910
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20,

21.

22.

DUE FROM/TO) RELATED COMRANIES

The amounts due from/(to) related companies are

0. BE/ (BE)EERIR

Pl CERDRE L AU R BEN - 28 R EET

unsecured, interest-free and have no fixed terms of =H -
repayment.
CASH AND CASH EQUIVALE 21, RERTLSEGEL
Company
¥ /AN
2000 1999 2000 1999
SEETE CAAAE ZTETE AANE
RMB'000 RMB'000 RMB'000 RMB'000
AR®TIL AR®BFTL ARBTZI ARETI
Cash and bank balances He RIRTTHK 333,261 432,660 173,301 112,740
Time deposits EHATE K 634,024 687,769 473,871 643,261
967,285 1,120,429 647,172 756,001
TRADE AND 3ILLS PAYA3LES 22, EREHRRECEYE
The aged analysis of trade and bills payables, as at 31 REBEREF+_A=+—H  BNIRZIKENZBIEE
December 2000, is as follows: W
Group Company
AEE ¥/
2000 1999 2000 1999
ZEERFE —ANKE ZZEEEE —ANLE
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTIT AR®BTIE AREBTIT
Current to 90 days E[THA Z 90K 263,210 283,809 154,902 188,437
91 days to 180 days 91F 180K 46,563 93,679 34,477 79,223
181 days to 365 days 181F 365K 47,686 56,776 31,670 47,132
One to two years — 3 T 24,950 24,864 14,168 9,500
Over two years =Y Y 20,916 14,198 11,469 10,306
403,325 473,326 246,686 334,598
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23.

24.

OTHER PAYABLES AND ACCRUALS

23. FORBERERBHER

Group Company
K& /N
Notes 2000 1999 2000 1999
Wi —ZZZFE —AANE ZBEEE —AANE
RMB'000 RMB'000 RMB'000 RMB'000
ARETIE AR®TRT ARBTRLT AR®TR
Accruals and other liabilities e EE R HMEE 239,502 222,334 128,027 113,294
Due to Holding JEfT 2R A EFE 24 119,773 106,778 10,892 —
Due to related companies J__ {TEEE N FEA 20 4,588 1,874 — —
Proposed final dividend EEARPRE 9 — 41,703 — 41,703
363,863 372,689 138919 154,997
DUE FROM/TO) HOLDING 24. B/ (BHE)BRELE
Except for a balance of approximately RMB106 million BRT—EBHEOARBICETHENERARZUAZE
due to Holding which bears interest rates ranging from FERHES8RZE6.65%T BLM—NANE B - iE

5.58% to 6.65% per annum (1999: interest-free), all other
balances due from/(to) Holding are interest-free. The
balances with Holding are unsecured and have no fixed

terms of repayment.
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25.

(a)

(b)

INTEREST-BEARING BANK AND OTHER 25, BBUEAZRSERNIGER
LOANS
Group Company
AEH /]
2000 1999 2000 1999
ZEEEE —ANNE ZEZZEE —SUULE
RMB'000 RMB'000 RMB'000 RMB'000
ARETIT ARBTIL AR®TT AR®TRT
Bank loans: RITHE -
Secured KA 25,650 65,650 — —
Unsecured e 143,220 132,320 25,000 50,000
168,870 197,970 25,000 50,000
Unsecured other loans AR TR Y H M & =X 49,959 — — —
218,829 197,970 25,000 50,000
Bank loans repayable: FEEECIRITER
Within one year — R F| I 144,080 197,970 20,000 50,000
In the second year R HE N EHE 24,790 — 5,000 —
168,870 197,970 25,000 50,000
Other loans repayable: FEEBCHMEK
Within one year — A E| 8 49,959 — — —
218,829 197,970 25,000 50,000
Portion classified as current SE R
liabilities BENIER G (194,039)  (197,970) (20,000)  (50,000)
Long term portion R HEAES 77 24,790 — 5,000 —

At 31 December 2000, certain of the Group's bank loans (a)
of RMB25,650,000 (1999: RMB65,650,000) were

secured by the Group's certain buildings and machinery

with an aggregate net book value of approximately

RMB31,400,000 (1999: RMB113,000,000).

Other loans are unsecured and bear interest rates ranging {(b)

from 6.44% to 9.72% per annum.

g0
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27.

26. DEFERRED TAX 26. WERE
Group and Company
AEERARE
2000 1999
—EEZH —AANE
RMB'000 RMB'000
ARBTT ARETT
At beginning of year )] 6,170 8,638
Credit for the year (note 6) FEREA (M6 (2,468) (2,468)
At 31 December +Z—H=+—H 3,702 6,170
The deferred tax of the Group and the Company is made ARERALFARHREEZBHRERBZAEBRART
in respect of the difference in income recognition for M SRR I 22 (SR AE AR T A
accounting and tax purposes regarding interest income
arising from the over-subscription monies of the H shares
proceeds.
SHARE CAPITAL 27. BW
Company
ENANE]
2000 1999
—EEZEZF —AANhE
RMB'000 RMB'000
ARRTT ARETTT
Registered, issued and fully paid:
At CRITONMECRAE
450,000,000 State-owned legal person shares FREEAR®EL00TTZ
of RMB1.00 each BlH & AR 450,000 450,000
335,000,000 H shares of RMB1.00 each S HEE AR 1.000C 2 Hi 335,000 335,000
785,000,000 785,000 785,000
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Statutory Retained
Statutory public Enterprise profits/
Share surplus welfare Reserve  expansion Capital  {accumulated
premium reserve fund fand fund reserve losses} Total
EERE Frla/
Group F4E BALE FELESE EELEE BEAL £¢  FEER (REER) ait
RMBO00  RMB'000 RMBOO0  RMB'O00  RMBOO0  RMB000 RMB000 RMB000
ARBTL AR®TR  ARETL ARETR ARMTR ARETL AR%TR ARETX
At 1 January 1999 1999 L H 1B 1,378,840 44,347 44,847 - - - 105406 1573940
Profit for the vear RERH — - - - - - 80,121 80,121
Transfer from(to) reserves BE/(REER - 11555 11555 564 m - (23994) -
Goodwill written off on REEHBLEE
acquisition of subsidiaries Haong - - - - - (6) - (6)
Capital reserve arising on FMER R 2 A7
acquisition of a subsidiary EECERRR - - - - - 101 - 101
Dividend k& - - - - - - @y @)
At31 December 1999 1995 12731
and beginning of year REVHE 1,378,340 56,402 56,402 564 30 9 19830 1,612453
Loss for the year KEER — - - - — - (157,053 {157.053)
Transfer from/(to) reserves Ba/(BT)RE - 1767 1,767 - - - (3,534) -
Goodwill written off on PR BB L
acquisition of minority Pt
interests — - - - — (95) (14,174) (14,269)
At 31 December 2000 RO0ELANE 1378840 58,169 38,169 564 30 - (4931) 141,131
Reserves retained by; FEREL
Company and its ALARE
subsidiaries HELH 1,378,840 56,402 56.402 564 320 95 109,713 1,602,336
Associates AN — - - - — - 2,191 2,191
Jointly-controlled entity Btz - - - - - — 1926 7926
31 December 1999 1999 12A 310 1,378,840 56,402 56,402 364 320 95 119,830 1,612,433
Reserves retained by: EHRER
Company and its ALRAR
subsidiaries HWRLFA 1378.840 58,169 38,169 564 320 ~ (36308) 1459754
Associates BELR - - - - - - (27.212) (27.212)
Jointly-controlled entity Bondtz - - — - - - 8,589 8.589
31 December 2000 20004 12F 318 1,378,840 58,169 58,169 564 30 — (54931)  L44LDI




28. RESERVES (continued)

28. GG ()

Statutory Retained
Statutory public Enterprise profits/
Share surplus welfare Reserve  expansion Capital  (accumulated
premium reserve fund fund fund reserve losses} Total
qrns/
Company ARH BARE EELED  EELE:  HREES 0REREE EAER  (FEER) gt
RMBOO0  RMB'000 RMB00O0  RMBOG0  RMB0O0  RMB'000 RMB'000 RMB000
ARBTL ARBTL ARETE ARETL AREBTL ARETRT AR%TIT ARETR
At | January 1999 1999 1F 15 1,378,840 30875 39,875 - - - 108393 1,566,983
Profit for the vear RERH - - - - — — 51,596 51,596
Transfer from/(to) reserves e/ (BEER — 8513 8,513 - - - (17,026) -
Dividend kR - - — — — - (41,703) (41,703)
At 31 December 1999 TR 19995 127 318
and beginning of year REGIEE 1,378,840 43,388 48,388 - — — 101,260 1,576,878
Loss for the year KEEE - - - — - — (147,310 (147,310)
At 31 December 2000 2000127310 1,378,840 43,388 48,388 — — — (46,050)  1.429,566

In accordance with the relevant PRC laws and regulations,
the Company is required to appropriate 10% and 5% to
10% of its annual statutory profit after tax, as determined
in accordance with PRC accounting rules and regulations,
to a statutory surplus reserve ("SSR") and a statutory
public welfare fund ("PWF"), respectively. No allocation
to the SSR is required after the balance of the Company's
SSR reaches 50% of its registered capital.

The SSR may only be used to offset accumulated losses,
to expand the production operations of the Company, or

to increase its paid-up capital.

The PWF is used for the collective welfare of the staff
and workers of the Company.

No transfer to SSR and PWF has been proposed by the
directors because the Company incurred a loss during
the year.

At the balance sheet date, the Company had not utilised
any SSR and PWF.
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28.

RESERVES (continued)

During the year, the subsidiaries' aggregate appropriations
to each of the SSR and PWEF, as dealt with in the Group's
financial statements, were RMB1.8 million and RMB1.8

million, respectively.

As at 31 December 2000, the Group had no retained
profits (1999: retained profits of RMB119.8 million)
available for distribution by way of cash or in kind.

As at 31 December 2000, in accordance with the PRC
Companies Law, an amount of approximately RMB1.38
billion (1999: RMB1.38 billion) standing to the credit of
the Group's share premium account was available for
distribution by way of future capitalisation issues.

28.

KEN WBATFRELAES  ARENIAREBRNRE
iﬁﬁ%ﬁ’ﬂaﬁ%ﬁ%%}\&%1,800,0007‘:&)&%%’31,800,000
i—‘ o

RIBEZESH=+—H AELETEFITHRER
EYLHENEFRR(—AANE  EHERER AR
119,800,0007T ) «

RIZZZF+_A=+—H RETELEE  AEH
AR AR AT ENERLEN R ARBIRMET(—
AhRE: ARBI3SEL) -

NOTES TC THE COXNSOLIDATED CASH 29. BERSRERNE
FLOW STATEMENT
(a) Reconciliation of profit/(loss) from operating (a) RWEEBGH /(BB EREXEBIFRAESHAR
activities to net cash inflow from operating activities EiE
2000 1999
—ZEEEF —AAIE
RMB'000 RMB'000
ARBTIT ARBTT
Profit/(loss) from operating activities WA R /(BRI (119,887) 143,352
Interest income MEBA (27,927) (35,643)
Gains on disposal of listed investments HE EHRE I (3,000 -
Depreciation of fixed assets BIEHENE 97,929 93,507
Provisions for impairments of construction in progress EETERERR 10,135 -
Provisions for impairments of fixed assets B B Bk R 29,735 —
Loss on disposal of fixed assets HEETEERE 1,874 1,184
Decrease in inventories FERS 32,453 8,860
Decrease/(increase) in trade and bills receivables FEUIR A R EILEB R/ (B ) 46,762 (2,245)
(Increase)/decrease in prepayments, A FE - B REMERE
deposits and other debtors (/B (5,190) 92,503
(Increase)/decrease in amounts due from related companies  FEMBHH 2 B ZE (M) /KA (4,960) 18,062
Decrease/(increase) in amount due from Holding FEMER AFIRRA / (81) 106,378 (106,378)
Decrease in trade and bills payables FET IR R EM EBHE A (71,213) (56,642)
Increase in accruals and other liabilities FEit &g R H M BT S8 17,168 21,933
Tncrease in amounts due to related companies £ 00 2 1 B D 2,714 1314
Increase/(decrease) in amount due to Holding FEAHE R A T EOER I/ () 12,995 (4,363)
Net cash inflow from operating activities BeEBEFHEMA 125.960 175,444
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28. NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT (continued)

29.

RERERRANEE

(b)  Analysis of changes in financing (b)) HREBEZBHON
Share capital
(including
share Bank and Minority
premium) other loans Debentures interests
N
(BFEEAR RIT SEBRE
nH)  REMER & 3% 2
RMB'000 RMB'000 RMB'000 RMB'000
ARBTL AR®TE AR¥ETLI AR¥®TR
Balance at | January 1999 R—hAhhE—F—H 2,163,840 109,070 16,313 180,831
Arising from acquisition of subsidiaries ~ WIRIBARFMESE — 34,450 — 17.299
Share of profit after tax of subsidiaries FRREMLHRLRARERA — - - 13,594
Cash inflow/(outflow) ELEEHI RS
from financing activities, net WA/ QR - 54,450 (16,313) —
Dividends paid to minority shareholders S ff VEIREZ K E — — — (16,315)
At 31 December 1999 and R=Hhh&E+ZA=+—H
beginning of year R 8 2,163,840 197,970 — 195,409
Arising from acquisition of subsidiaries W EEFT B A EIFTE £ - - - 11,995
Share of losses of subsidiaries FRRAGH B L FEE - - - (24,145)
Cash inflow from financing BHEEHCRFRERMA
activities, net — 20,859 — —
Dividends paid to minority shareholders XD BREIRE - - - (2,245)
Interests acquired KB RtE o - - - (115,084)
At 31 December 2000 RZZZEF+A=+—H 2,163,840 218,829 - 65,930
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NOTES TO THE CONSOLIDATED CASH

I
FLOW STATEMENT {(continued)

(¢) Acquisition of subsidiaries

[y
s
=

() MM ELA

2000 1999
ZEERE —LANEF
RMB'000 RMB'000
ARETR ARBTFT

Net assets acquired: EREEREHE "
Fixed assets 8,590 33,456
Construction in progress - 68
Cash and bank balances BHeRRTES 48,990 7,700
Trade and bills receivables FENIR A B B E B - 16,554
Prepayments, deposits and other debtors H o EeREMBRH 182 33,568
Inventories 1,435 26,394
Interest-bearing bank loans BRI SR T H K - (34,450)
Trade and bills payables FE TR E R BT 18 (1,212) (16,254)
Accruals and other liabilities JEE EE R HMEMK — (20,285)
Tax payable - (967)
Due to related companies FE (TR A B EE - (560)
Minority interests Y EIR R (11,995) (17,299)
45,990 27,925
Goodwill — 6
Capital reserve - (101)
45,990 27,830

Satisfied by:

Cash 45,990 27,830
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2¢. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT {continued)

(c)

Acquisition of subsidiaries (continued)

The subsidiaries acquired during the year
contributed RMB9,081,000 (1999: RMB 30,604,000
cash inflow) to the Group's net operating cash
outflows, received RMB157,000 (1999: paid
RMB1,282,000) in respect of the net returns on
investments and servicing of finance, no payment was
made (1999: paid RMB1,437,000) in respect of tax,
utilised RMB6,758,000 (1999: RMB4,307,000) for
investing activities and no contribution (1999:
RMB3,420,000) for financing activities.

Analysis of the net inflow/(outflow) of cash and
cash equivalents in respect of the acquisition of

2. RETHRESME (D)

(c)

L EAGIZEAEIE )

AR R AE R B A IR 4 B AR AR #69,081,0005T
(—AANE + AREE30,604.000CHETA) 2B E
HEFRL  RRELDBRREEEHUIARSY
157,0007C (— UL + XfT A R #1,282,00070)
BERBRBEXNEAFE(-ANE T ARE
1,437,0000C) » LI EIE B EN A A R #6,758,0000C
(—AANE + ARB4307,00000) RIS EREER
B REEMBE(—UAAE © AR¥3.420,000
) e

BERBLACRe EESFEMFAA/ GiHD)
AT

subsidiaries:
2000 1999
—EZEHE —ANLE
RMB'000 RMB'000
ARBTT ARBTTT
Cash and bank balances acquired EER e RIRITHEH 48,990 7,700
Cash consideration BHERE (45,990) (27.830)
Net inflow/(outflow) of cash and cash equivalents in WHEHBAEZRE
respect of the acquisition of subsidiaries EBREFEMFRA S/ (FH) 3,000 (20,130)

The subsidiaries acquired during the year contributed
RMB14,588.000 (1999: RMB100,130,000) to the Group’s

turnover.

The post-acquisition losses before minority interest dealt

with in the Company's consolidated financial statements

in respect of subsidiaries acquired during the year was
RMB5.5 million (1999: profits of RMBS8.9 million).
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29,

30.

NOTES TO THE CONSQLIRDATED CASH 29.
FLOW STATEMENT (continued)

(d) Acquisition of minority interests () WIEDBEIR MR
2000 1999
“ZZFE —AINE
RMB'000 RMB'000
ARETIL AREFT
Net assets acquired: BRoREEHE:"
Minority interests DE IR 115,084 —
Goodwill arising on acquisition of WEEDH B EER
minority interests EACHE 14,269 —
129,353 —
Satisfied by: XAk
Cash B 129,353 —
RETIREMENT BENEFITS 30. EOER
The Company participates in the central retirement and AATCENERE IR EE s AR kLS -
pension fund scheme organised by the Luoyang Municipal B AN F RS E TS T8 EENS 5%-28% — LI
Government and makes an annual contribution JLE 1 25 5%)f’Fﬁ5f’ﬁ§§( . %‘Eiﬂ%ﬂ% CFERKETY
: . CRVANT BH = R -~
representing 25.5%-28% (1999: 25.5% of the total annual THERGRKE DY -

wages of employees to the aforesaid retirement and
pension fund, out of which the pensions of the Company's

retired employees are paid.
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31. CAPITAL COMMITMENTS

Commitments for capital expenditures at 31 December

2000 were as follows:

3. BRRE

RZEZFZEE+AZ+-HEARBIIHAOT ¢

Group Company
FEE RANE
2000 1999 2000 1999
ZZZ3E -WAAE ZEEZEE -hAAE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETI AR®TT AR®TRL
Capital commitments in
respect of plant and B R
machinery: BREE:
Contracted for EER 27,479 5,292 20,160 4,309
Authorised, but not contracted for EREEHNREN 18,500 3,590 18.500 3,590
Capital commitments in respect of REE-ERTBENKELE
investment in a subsidiary in the PRC: LERRE:
Authorised, but not contracted for EHEENREN 15,695 - 15,693 -
Annual commitments payable in the following 7T FIEE BT A A E
vear under non-cancellable operating leases: LEBRNTREZREAR:
Land and buildings expiring: THEBEMR TR
Within one year —FR 2,290 — 1,750 -
In the second to fifth years, inclusive F_IEAE(AREERE) 1,055 6,162 — 5,000
After five years LEH 8,410 8,211 5,000 5,000
Plant and machinery expiring: BB R T FIHR 25,
Within one year —HE R 29 - - -
In the second to fifth years, inclusive E_FETE(AFEERSE) 200 — — —
After five years nER 9,401 8,547 - —

32. CONTINGENT LIABILITIES

The Group did not have any significant contingent

liabilities at the balance sheet date.

As at 31 December 2000, the Company had given

32. A
REER  ARFURENEANRAH -

corporate guarantees of RMB20 million (1999: Nil) to

banks in connection with facilities granted to a subsidiary.

The facilities were utilised to the extent of RMB20

million.
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33.

DIFFERENCES IN FINANCIAL STATEMENTS
PREPARED UNDER PRC ACCOUNTING
STANDARDS AND HONG KONG
ACCOUNTING PRACTICES

Other than the differences in the classification of certain
financial statement items and the following differences
in accounting treatments, there are no material differences
between the amounts reported in the Group's financial
statements prepared in accordance with PRC accounting

standards and Hong Kong accounting practices.

Under PRC accounting standards, goodwill, including
both positive goodwill and negative goodwill, arising on
consolidation is stated in the consolidated balance sheet
and amortised on straight-line basis over a period of ten

years.

Under Hong Kong accounting practices, in these financial
statements, goodwill arising on consolidation is

eliminated against reserves in the year of acquisition.

Under PRC accounting standards, long term investments
in equity of not less than 20% and in which the Company
is in a position to exercise significant influence are
accounted for using the equity method in the Company's

own financial statements,

Under Hong Kong accounting practices, similar long term
investments are stated at cost in the Company's own
financial statements unless, in the opinion of the directors,
there have been diminutions in values other than
temporary in nature, when they are written down to values

determined by the directors.

Under PRC accounting standards, interest income arising
from subscription monies is treated as deferred income
and is amortised on a straight-line basis over five years.

Under Hong Kong accounting practices, such interest
income is accounted for on an accrual basis in the year in
which it arises.

(1=}
(=)

33.
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33. DIFFERENCES IN FINANCIAL STATEMENTS 3. SHAZENLNETEERENRERE(H)
PREPARED UNDER PRC ACCOUNTING
STANDARDS AND HONG KONG
ACCOUNTING PRACTICES (continued)
The differences in the treatment of investments in AKARRALEMERREEENBARNRERRZIER
subsidiaries and the interest income arising from HESZHBRAZEZRRLTENT ¢
subscription monies in the Company's and the Group's
financial statements are compared as follows:
Hong Kong PRC
accounting accounting
practices standards
TG B g A
2000 1999 2000 1999
SEEZE AAAE  SBEE -AAALE
RMB'000 RMB'000 RMB'000 RMB'000
AR®TT AREBTT AR¥ETI AR®TT
Group AEE
Consolidated balance sheet: FEEEAFEE
Goodwill R — — 26,749 19,462
Capital reserve AR — - — (95)
Deferred tax BT IE (3,702) (6,170) - —
Deferred income R A — — (11,217) (18,696)
Reserves 5 1,441,131y (1,612.453)  (1,460.365)  (1,619,294)
Net assets BEEME 2,226,131 2,397,453 2,245,365 2,404,294
Consolidated profit and loss account: FEERE
Amortisation of goodwill o — - (6.887) —
Amortisation of deferred income B A B — - 7479 7,479
Deferred tax R IE 2,468 2,468 — —
Company AL
Balance sheet: EEAHERE
Long term investments AR 20%8% #E
(equity of not less than 20%) ZEHRE 220,551 138,999 258,865 193,943
Deferred tax BB (3,702) (6,170) — —
Deferred income R AL UL A — — (11,217) {18.696)
Reserves =] (1,429,566) (1,576,876) (1,460,365)  (1,619,294)
Net assets FEEE 2,214,566 2,361,876 2245365 2,404,294
Profit and loss account: HEE
Investment income/(losses) LI kitEL
equity accounted for LA () - — (102,630 28,525
Provisions for diminutions in values (IEENEINE /N
of subsidiaries and associates R (86,000 — — —
Amortisation of deferred income IR AE U A — — 7,479 7,479
Deferred tax RIETRIA 2,468 2,468 — —

o1




34. COMPARATIVE FIGURES

The provision for inventories of RMB16,464,000 and
doubtful debts of RMB33,771,000 recorded in the prior
year administrative expenses have been reclassified to
cost of sales and other operating expenses respectively
because in the opinion of the directors, the reclassification
provides a better presentation of the Group’s prior year

profit and loss account.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved by the board of
directors on 25 April 2001.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the action to be taken, you should consult your
stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountants or

other professional adviser.

If you have sold or transferred all vour shares in First Tractor Company Limited, you should at once hand
this circular with the enclosed form of proxy to the purchaser or other transferee or to the bank, stockbroker

or other agent through whom the sale or transfer was effected for transmission to the purchaser or

transferee.

The Stock Exchange of | ‘cular, makes no
representation as to its S - isoever for any
loss howsoever arising ; rcircular.
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FIRST TRACTOR COMPANY LIMITED
F—fehnBikhERQE

(a joint stock limited company incorporated in the People's Republic of China with limited liability)

-

CONNECTED TRANSACTIONS

Independent financial adviser to the Independent Board Committee

Deloitte & Touche
Corporate Finance Lid

A letter from the Board of First Tractor Company Limited is set out on pages 4 to 23 of this circular.

A letter from Deloitte containing its recommendations to the Independent Board Committee of First Tractor

Company Limited is set out on pages 25 to 31 of this circular.
A notice convening an extraordinary general meeting of First Tractor Company Limited to be held at 9:00
a.m. on Friday, 24th August 2001 at No. 154 Jianshe Road, Luoyang, Henan Province, the People’s Republic

of China is set out on pages 35 to 37 of this circular.

Sth July 2001
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FIRST TRACTOR COMPANY LIMITED
SE—BANRREERA2S

(a joint stock limited company incorporated in the People's Republic of China)

Proxy Form for Attendance at the Extracordinary General Meeting

1/ We(l) of

being the registered holder(s) of (2) shares of

RMB1.00 each in the share capital of First Tractor Company Limited (the "Company"”), hereby appoint the Chairman of the Meeting or (3)

of

as my / our proxy to attend and vote for me / us and on my / our behalf at the Extraordinary General Meeting of the Company (“EGM”) to be
held at 9:00 a.m. on 24th August 2001, at No. 154 Jianshe Road, Luoyang, Henan Province, the People's Republic of China or any adjournment
thereof in respect of the ordinary resolutions set out in the notice convening the EGM as indicated below, and if no such indication is given, as
my/our proxy thinks fit.

ORDINARY RESOLUTIONS FOR® AGAINST™

1. To consider and approve the resignation of Mr. Wang Wen Ding from the post of

executive Director.

2. (A) to approve, ratify and confirm the Ongoing Connected Transactions
contemplated under the Renewal Agreements and the Supplementary
Agreements;

(B) to approve, ratify and confirm the execution of the Renewal Agreements and
the Supplementary Agreements; and

(C) 1o authorize the Directors to do all such acts and things to give effect to and
implement the Ongoing Connected Transactions pursuant to the Renewal
Agreements and the Supplementary Agreements.

Date: 2001 Signature (note 6):

Note:

L. Please insert your full name and address in block capitals in the space provided.

2. Please insert the number of shares to which this proxy form relates in the space provided. If a number is inserted, this proxy form will be deemed to relate only to those
shares. If not. this proxy form will be deemed to relate to all the shares registered in your name (whether alone or jointly with others).

3. If any proxy other than the Chairman of the Meeting is preferred, strike out "the Chairman of the Meeting or” and insert the name and address of proxy desired in block
capitals in the space provided. The proxy need not be a shareholder of the Company. If a proxy is attending the EGM on your behalf, such proxy shail produce his own
identity paper.

4. If you wish to vote for a resolution, place a tick "¥" in the column marked "FOR". If you wish to vote against a resolution, place a cross "X" in the column marked
"AGAINST", If no indication is given, the proxy will vote or abstain at his discretion.

5. Corporations must execute this proxy form under common seal or by an attorney or by a duly authorised officer. If a legal representative is appointed to attend the
EGM, such legal representative shall produce his own identity paper and a certified true copy of the resolution of the board of directors or other governing body of the
corporation appointing the legal representative.

6. I this proxy form is signed by a person under a power of attorney or any other authority on your behalf, a notarially certified copy of that power of attorney or other
authority must be deposited with the Company's registrar as mentioned in paragraph 7 below.

7. In order to be valid, this proxy form together with any power of attorney or other authority under which it is signed must be lodged with the Company's registrar, Hong
Kong Registrars Limited, 2nd Floor, Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong not later than 24 hours before the time scheduled for the holding of the
EGM. '

8. Completion and deposit of this proxy form will not preclude you from attending and voting at the EGM should you so wish,




EETNH
1 B L
20 BFHEBIIERS o
3 ENRE - BABBRANIBEETISENERATEN
A BB e e
s ETRENERBYER
6 IBITIRIEZHLAE e
T BELZ IR o
B BEIEIE I o
8 B HBEBEEE LI oo
10, BB}
FBILEE T 2 B IHE oo
B I oL e 25
BEER— = R} o 32
BB IR RGBS o B 35




EARBRA  BRIEXNESBFRE  SATIAZEE TR IRE

5
113
I
Bl

MEE 2 MW

-5

THRE—iE

/NIl

TR

M=g,

8%,

"ERERERS,

TREH,

r&#%,

RBEHRAMIIZEEZE -

EETHEBBRERERAR  —BAREEREZEIMAZZA
A BAATRZBAT

RABERES

4l

China First Tractor Group Company Limited( B —iEE BB R AT)
(BB China First Tractor & Construction Machinery Corporation ( F B 88 —
I EERAR)  —BARPREEIMEALIcEREAAT &
TATCERRE -

First Tractor Company Limited(5 — R DB R A F)) - —FERE
FEARDEEME I RN ERAF

ERGAR  DRENBEACZEREABEIBELNIRERE
BEMN

REEXMBEBRARQAR  DEUEFEE S AUV BERAMRK
RIFBSEMNEMREBRM (FEIEFE333E)

RRAEER

MALE (BREMBIRN BEHBE - BAlE - HEFMcRZ25H
h—REBEEERECEFMBRCAATEFRERE

FRRREWBALAT

FREARANEEBERTHE




B &

TBIA&E=E
TR

"REFATEE,

P
TR

TEMBE,

TERER,

RAREERBATEEBHRA LT - LERBREEN 8K
EEARBIOTNEN LHIER

BIFATEREDRPRALE  -BHRLE - BELELE - BREXRER
BHEEEERNCBYEERER

BRYFRE-—EREBEARLMIINZER
B FrES L HARA

“BRFE-StRAEA . RBRTNFIAEEERAMENMEN
RREBITTEH

BERPT 2 ER

REARILNE

EFBMBELNDEREZEFBE  SOFSRBEE— ()ED
ORE®BZE: (WMEBZE— (WHERE_ ) RVESREHRS
“RERAECFE-FRANAERE_ZEFTNFLALE  BER
BEHEAEERE  HAER BENHRETE CAEA—OBEREEZ
EHHE

PEEEER

&

Ear (ARER)ERE (BREMFE396E)

BERZEEA

BAEEAREHE
BAPRFRBARBNRRMEE - RV - BHRERMEZR
B ER




B&

MEE R FT

"HAEBE,

TSR

FTRRHEMW,

r—HEE,

EREBORZMERAH

HABBEDEGRGZHEAEE KOBEREIRZAWE
(NERREABENGSE S RINGERBPECHRERER
FUEARTHER  ERBHREERRER  AOFE X BRAWZ
TIELA=Z0EA—DERGZEREBE

Yituo (Luoyang) Building Machinery Co., Ltd. —#8 (&5 ) BREM B[R
NF —BR—NANZFF+T_BZTABRIUZTFIEGERERN
g EERBREAQTISAFEEESIDR4ODCHARER -

Yituo (Luoyang) Construction Machinery Co.. Ltd.( —¥#E (;& B3 ) T2
BRAF) (A1 Yituo (Luoyang) Engineering Machinery Co., Ltd, —#&
(BE) IEBHEBRAR)  —AR—AN=F+ZHEZ+/\BK
UZPHNAERENT  EREBASATDAFEESTIBRASD
EMER

Yituo International Economical and Trade Company Limited ( — ¥ B B 48 &

BE5BRAR)  PE—BZ2ENBAT -



EFL
HE(EER)
PR 57 L
EXR
P
BB
FER
RS
IRE
ERH
BHRE
e 548 *
Sl
BRE
BT

CBUFHRITEF

WMREME -

1. 8=

EZgR_FF-FXATAIH

NBEZ

R E S B S N
(FW%AE LB MR BBERAR)

HERS

EMBERE
e
AEE
BEm
RS 15458

B RARDLKENBATIERN_TF—FAHAA=1+—H&E
ERALZI AN EGGCEFBRELRZNERGCHRARS  LEFRET BBERAME)
BER—NAATERBRBRE-—AANEANB Z+—-BEITZRE - REZFHE - AAH
REMBRARAREBEINAFEAGRGLEEREPANBECHREN 8 _FF—F0AH
FEENEARTAL  UETER=ZDREIERN  §Z_DHENBRIBE

FEE_FAAtTALRZETE _E+ANAERE_ZSEFENFAALAH -




i

=B

It
e

I

AABR—ANTFARNBEMEL - ARARZHER —ANTEARB - +=ZBHRERL
e RATETEEBRNPEEERFEETOE120EFNEFRUKLRISEISEENZH
XEXRUE - FAFAMBNEME SHRA4BREAEER » MMM - £8 - BEAHE
MMEFMBEBREER - RARERNEVMHRESS4 - REIEEPEAEEHRE  MTE
—HREANHEER - AARKERE—E(REMSEMN RBEETFAEENS - AR
CEMMEMNENEER EUEERE  WIRAER - RS AR  BRrEEAtRE -

PE-EAH—RNPEEMRLCEREEAT » HFHNS7 2%FRAERTRE - L H
RERAZERER  BELHRIERAFT AT ZBEEAL - ITREBH—BERNEEL
LRF  ARAFEOIPERCEREBAARA IR FEZEELLEQR 1 BRI E
REXR  #lt - ZEELKELRTRANTAZWBAT - BEEBH—HTHEELENT -
AANTAFAEV IR ZEEBRARERTAINFEZEELERTS BRI ZEMES
Wit ZEERERTAREBEALNDCHBAR - —EHERFH—E2EHFMEA
8- RBEFZHEZ  RE@QALATEBR-ANTEARA+—BZBEBRREEPEERL
AJEFE—E - ARFAE—GEE PE-GRIBBEI AR —ANTEANARNBERITLZ
X ROFRATDR—ANANET—A+=ABHCBERPRAFE—EREEERN —
ANNFEABZ+—HEII 2R RELMRAUERBERS - ANZFHEERZBHE
ME @t AABEFIR—NANATER-AANERBIFTEFREREERESH R
BRITRAZEHERZFHTEREIER

ERBERERSZ/\NHIEIET  BEANCR ST -—FARCHRER  AMOENR_E
TE_FARtEYR A0SR IBEETFE-B/N\BER - RELTRABRBERSZ
NP BESEINNT

1. AR-—BREAATR-NANEERARBEIT 2GR REREN _ST—F0AtEH
M RERBHBE—)




2. FAFER—HBRENR-ANTEAARAEICELOREGEN _SF2—FAB8tH
Bm(TEROREBHBE))

3. ARBRFE—ER—ANTERERBEICHERZER _FEF—FLtHHR
("HEBE—

4. HPE-BRIBEBEN-ANTEANARNBEIZAERER _FTFT-—FRATHEHHEN
(THEmE—))

5 RE-BRIBEBBER - NN tERBARERIZEERBEBREN_FEE2—F0LALH
Bm(THEEREBEZ )

6. FARARPE—ER—AATLEAARBEIZERZERIBEZARESAN_FZ_F
IRTHBR(TBEZETIRERRE )

7. ARABRPE-ER-—ANTEAARBEIZBREHRBDENHEENR ST _FA
BtBEER(TENEHESENEE,)

8 HE-EREZEBBENR-ANNFEARZT—ARIZHFEERFBEBILEN ST _E+
ANBER(HaRBBE=,) -

PROFERBRE— -~ (NELROREGE - (WHEBE— - WHEBEZ - WVESRBER
2 (MBEREKIEZHWZR  VIBRREABERENEERVIDGEREBE=ZFMLZ
REFBRR BERAERS, -

EHGSE - - BERERBICBEETRREREZEER

AANBDREMBLABDCHTEF HH  LULERBERERERIZANBECHR ) RER
BiE LERABSEHERSZZZNREZHR -




i
0l

FEHE

RHZcBREBLAZITHABRE  BXFRBEMLAZBERXZIMREECRBARER
BER RRBRESLICER FHENBENERARES BT IR SZRELHAERER
BERS  BRTYHEMERN  ARBEERRASLESBYRR HE  MPE—ERHE
EAR(EER MBS ERRES -

ENBRELERDBECHERBERINT

1. BREBRBEBEE- - AQFALPE—HRENR_BFE—FLA=ZT—HEIT —NDEKRECE
MpE - LEHESTRN-NAATEARARNBEITZHEEREBE— - REZFE  FAAR
TE-GCERASHKGRERBEE-ZHREE=F A _EF-FHR/\BE_FFTNEL
ATAL  MEERBHBE - ZEZMERREARIESTE - REFSRBEBE—» PE—
BRAEAAADRHKNEEE=ZTRAAABDRLEETEANERHRE  BE(ERRL)E
BR® - BERYE - TRRE - BERERE BEDRE - EFRE - pERRERRES -
BZIENRAERERE ML BAREMRERTZEREZRERBERIATRMZRAE
ﬁﬂ%/xﬁl%‘x{“*& AlZRTERZR AR LEEXNCERENCEAR B EERE

ZBASEHAENRBRA R LEEERZBRBEEYERB (LN ABTEERCER
?E%Z)Fﬁi%?ﬂﬂzﬁé}?- DERBEERE NREE_FFERF+_A=1T—HL=@FE
EF FE—EAFABDREUARBEFAUBZERNAT ¢

BRE_ZTRRE+_R
=t+—BLE=ZBEE(AEBTIT)

—ANE —ANANE _BEEFE
PRE—EEAAMDNCRIFELER 58,640 49,738 49,159
RNB2ERBRITHEE 2,282,644 2,249,434 1,563,516

{ERANREERTLEESX 2.57% 221% 3.14%




EETEH

EMERER  AE-BRAFAATKIZREE  URBBHIFMN EARCTETERE
BLR > ABBRARCRESERRFERAILZA% ESBLARERBEE —BH
BEREAAREEERART  ZHALRDLERREENS  LEZRBIVEFBE
ZERE  UAFEEZHGIETL - FE—EAAATURRZIRESR  ERXQAE2FRE
HECZEAER  NMEXSEEFRRLQINT : —

HETSSEETTA
Z+-BLZEFE(ARETR)

—NINE —NANE ZEREF

PE—EBRAARNRDMBRZRBEESE 58,640 49738 49,159

FEEEFEXER 2,703,563 2,865,137 1,997,314

EAKERFLEEPHESE 217% 1.74% 2.46%
REESEEEERRFEETEAXR

EEARARRFRAILEEEIEZLLR -0.40% -0.47% -0.68%

WMERFTR  ERNRBEERERQANE2ERHELFEREXR DR IHEBEE REE
H(ESEBESFERLMN%)  TERRARAZEENERBEERTHNERREMNS 1 ES
REUFAEELEXZEABELRCEERANERREETE—EAA LT RARBATI
LEREEB I CBEAEEBEXRE Z4% -




EEPRE

e

EROREBH - AR E—HHEELAN S5 FAB=+—HEIT—NERECZEN
BE LUBHEAIR—ANTEARARBEIICELORERE - REZBE A28 Kk—
EEEZERESELOIRERECHREE=F A _ ST FAANHE_FENFAA
THIE MEEHORKEBBECEMERREEHRERSAZ - REELORERE - —HIE
AEEIAQRACER  BEFAAZKRER  LEORLAACERNEOARRTEERA
WRIECEY  BERMHUATES - REBRIMETeHr  —EEEMERATREED
REORBIAMNNERS AN CBEBEFELEONLEOEYREREE 2% - BEC
FREFTA=-T—HUAZEEE ARAQATREEE—HREENESAHOEE
Wik ARAFRAEONXEHOED RBEZEEAS  IAATAWEEEINTARBERS R
B BEAL  BERTPREESNMAERESZES  URALATHESGHEEREMEZE
N BAREFR LM FRIESBEEEEBEIHLE - BEEBRHNRKREE IV —HER
B BREEBISBERARERLXB 1% EREELEEAEBBARY 3000000000
IT o MAREE L EEERHAR®30000000007T r TR —EEEZRBELTFHAE K
EHBAASEEEXREZ08% -

REBE— - PEHERARFER_FEF-—FAAZ+ BRI DEREZEFBE
DEHERTRN—ANEERARBREITZEERBZE— - REZBE  PE—HEAFLQTER
BOBHERE - <HREE=F  A_RR-—FAHREN\EBE_STTONFEARTHILL » M
ERE - EMERRGAFRESAE - REAERE— PE—EBREIAARERH SH
RESEERIUEAIFCEY  BERVB TR - B IBENERERERZE - FdR




EESHE®

MBEFHIER  R2REREBIAMRECEMARNFTHFAORLIEHARER » AIEHE
AERBABRLEEXNZERENCEAXRZHEZEREE - XA 2 XBEENBERTE
TFEEERCRBEEYERER (LD BRBFERRIESER)IMBNZBESER  LIER
REERE REE_EFFFE+_RA=THL=ZEAFESTF r RREEBRE-ERZIRX
DEEMANT - —

BE_FFFETA
Z+t—HLEZBEFEARETT)

—AANE —NANE _EREF
AANTAPRE—EREBEZ
EMERFHERR 292,703 243,962 140,765
KA RMBE EREH
>EREESE 1,613,520 1,379,959 814215
EARAANBFRERSETLE 18.14% 17.68% 17.29%
AATAPR—BHEZ
EMEEREHSE 207,866 183,963 120,385
AKANR B EREXT 2,386,981 2,205,493 . 1,402,059
AN 2FREXETERLEK 871% 8.34% 8.59%

EMERETR  RESPLRBBERA CABRLRRFRF2 LR  IXRARATE—E
BENMRZM4CAE  TEBFRRAANGEEREEREERMBATAZ2FBERRZ
5% AH  ZAFTEFE-EHEZFHARTHINE  F2BEALTEREREE
LEEBRZI0% EETARUERBE L EVBEREIARTEBEREED  REEALQTL

— 10 —




EFESEE®

HERREZEMS

 WHEEEBILEMGREZERE  LATEEZE

b

SREJSL ° 2::/1;\\

F@F

H-EBERMHEARGCREEERFATAATE—BHERMH T4 IR 2SR ' (5

AN RFBE

FRTAFE-ERBLZ
EMHREG2E

FEEEFREXE

EREEEFREXETOX

HBESHEAATDRERME
REHAFRERERAIRILER

FLORAPE-—EHEZ
EMAEZHSE

AREEFEREXRE

HAEE2FREXZETAX

HESEREFRAREF
BEXFODRZHER

BRE_SSTEFT_A
=+-BL=BEE(ARBTIT)

<REREFREXRZALDR  NEFEEX2FREXRFALBRIAT ¢

—AANE —AANF _RRRE
292,703 243,962 140,765
2.703.563 2,865137 1,997,314
10.83% 851% 7.05%
-7.31% -9.17% -10.24%
207,866 183,963 120,385
2,703563 2.865.137 1,997.314
7.69% 6.42% 6.03%
-1.02% -1.92% -2.56%

WMERFIR  AEEZ2ERBEZBERRENEAQT - BENFRAUTFEZEZ#H

TERBRAQNAEERZERBETNERFTEMS -
—EEEAHERTHCRE  FEREZABRTEEEXEEZ17%

EHZHERBENEBEBASEERE Z10% -

EEAHERREF  ALFH
' MARFZF

[ AP [
EiRENe




EEEEH

HEBE= - PE— R IBBAERN BT FAR=+-HEIT —DEGREZEFH
#LUEHEITR AN LEARRRART 2HERR_ - REZBE  FE—HRIEH
BERERESHE_CHREE=F #-FTFT-FHANAE_FTENFREAtLHL
MEEHE _cEMEALGEHRIGEHIE - REAEHE"Z - PE—BRIEBBRESY
AERAESTHEESLEESUBATNEY  BERMENB4RTN - BZIBNRHE
BE_FTARMEETHCER  R2REFZERITERZEMHAZTHURLZEERE
B AEMERRBABRLEEINZERENCBSECHAEBREE ZBFEXES
REGHRIBLFEERZEBEEMEES (LN AR ERRZESER)MENLE
DELDERREELAE REE_FFTF+_A=-+T-BL=ZEFERT - REHER
B_ERZRZSEAONT  —

BE_ZSBESA
=St—SU=EEEAREFR)

—AANE —RANE _FEERE

AKANBTEREESE 2,351,985 2361876 2,214,566
FRE—m I EERERZ

B R K4S %8 68,436 49,056 38,280

EERQABRBEHREEZFEEAE 2.91% 2.08% 1.73%
IRE#ERMPE—BREEZ

EME REESE 848 2,945 1210

EARATBREEZREADE 0.04% 0.12% 0.05%

FNMERBER Xp2E8 BT RBEBEIM LR LR BF LR  IABAR
NAENMERZEZI EFAREERB_CEFBARETALRAERBBREF » &
HALBRKERREREMS  UEERBIUTHHRBERE  LAFSEZHRTL °
REFADBEBFEERRRCEZCHAERRBAQARAEAABEEBEEPNERTEM
B EERARARREFRBEZADEER I 2ERZA/AE S 2ERBAKENSEETH
FERKERBNEEREFEZI%

— 12 —




EEE

[
i

BERBBHE PE-ERIEBBENR _SF—FAHA=+—B%i —DERFES
W& LEHETR-ANTtERBABEIZHFEAREGEE - REZWHE  TER—ELK
TREBECRESFEREBZ _CHREE=F A _FTF-ERRNHE_SFLNFH
BLtRLE MEARBEBE_LELERREARBESAZ  REFaRBHERT - TE—
HRAEAIEEREANERE =R IEERE®RETEBANRERRE  @FEZRRE -
BERBLARRBES BRIBNRFoRFHE _FMLENREERBCER 228
BRERITRECRENERBERERS > ARTENRBIER LEEXT2EREM
CEAEZWEBEERET  ZRSXNMEEREBANRLEEERCEABEEBYERE (1L
TEBIHERZESEE)MENcESE - LERREERE - RBE_FFEFF
B=+—EBL=ZBEFESF  REFAGRBHE_ERZIXRZSELAT : —

BRE_SEZTE+T_A
ZT-RE=EFE(ARBTT)
—NANE —ANANEF “REERF

RE—HeE LREEBNENCRIFESER 5,470 5,363 6,302

EMERER - FE—ER IEBARNCIRBESRE  TRBEBIMIARHBRATL
2R BIPE—ER T EEAEEREINRCRERNER LEEXNCBRIALUSEH
BYERBEMENCAEER LI BERMz BZEREE - TEFNBERT » ZFWE
BABRPE—ERBIRNEEAATRECANBAINESEABHELTANEFNES -
BEE - THERIIERRSFTHENEMBUS=-FRURBUDLKE - EBARES
RBBZ_LENDEEEIAATDEEEEZBRET  RHAADREKRRERMS  UEF
BB LEHBREZBRE  LATREBZBEMITIL -

— 13—




EEZE &

HERBHB_CRZBERSXBRBAEECAVEEFRESEANT  F2EZH  —

BE_FFEFEF+A
=T—BUE=ZEFEARETT)

—AANE —AANE “ERRE
RXEBEWEERE 2,358,940 2,397,453 2,226,131
RE-ERIESERNNCREESER 5.470 5363 6,302
HEREEEREREFERDEX 0.23% 0.22% 0.28%

REALABIBERENBRRCEZTHERRBAQAFGEETEXRFBARETNEREREM
EEERPRARESE  DE-EAIERBAKBRRECZFR;INE  $A2BBEE
BRERCAVEEREEEZD -

BEZRIBERBE A AT RPE—HER _FF-FAAZ+-HEITREHRECZHER
BE o LBITEAR-—NANTtERAARBEIZERRETIEZRAGRE - REZBZH - A4
ALPE-HERELRELZREIBRZARECHRME B AEME ST _F4A
THERZE_STNEFAtH  MRERETREAREC HCERRGEHREZTTE -
REEREREXIEEZRAER  TE-ERERZATNRELR /NN BB BE R
ML - PR—ETRAEACRERSERUEEALATRETENRBREAALQTPTUIER

—_—14 —




3
it

EEEE &

ZERRBTZENERNEHAERBAEZEMUBNCER(IHE) - BXAELATE
NREHE  EERKEAKSRUECHEEEERARERZEZERRE  T1E8BERATEVE
EREZ3% HEFHLTRAE1404(6)RATRFNAR - BE_FRRET_H=+—
HIE=EFE AX AR REEEEERFERBAMDNZEROUT ¢

BRE-SSEE+ R
S+—BLZEEEARETFT)

—AANE —ANNEF —RREE
KANTDBREEERE 2.351.985 2361876 2.214,566
PEH—EAARQADURZRBEESE 1.156 1,156 i
EARADEREESEEAE 005% 005% @
FNMERET  PE—EARRANBCREESE  UTREEEIAMBERHBRFA

ZLER A EBERRHEERAARENEEREZIR(ERER _FRTETH - @ﬁ
FARABERLBERERTEIMNBHERERI - Bt - RATRFHREAE—ET
TARBE - VEFARERRKRIEZRFBCHEABEREIALADNOREEBRER » &
HEQNRLERREREME  YEERBIUBABEIBRE  LAFEE KRG
ﬁﬁﬁ@ﬁﬁﬁ%ﬁ@%ﬁﬁ%Z%%%ﬁ&ﬁ%ﬁ@ﬂTﬁE%%%ﬂ?@%a@%%ﬁ
B ERRINARRES  PE—%CRERSSRUCREEERRBRBE CNERER
TEEBAKELERENEEREFELI3I%

— 15 —




ESTEH

HRERBENGE I HBRAADER BB FEAS+—BET—HEREZH
KB LETESR—ANLEABARETZERRADENGS - REXBH - 7D
—HBRAAIEABESERARDENEEZERME  DEREEE_SSERAL
AEEE-STNFIALE BN RABEOBEZLOERRESVEFTE - RIS
BRRABENGE  PE—EAERAATAESN  BS 6% £X - XE - BRZ
T2 RASRE - BROIENRBREADENRERIZERER  RERERE
RRFREZBRBNRLEARER  WETERRBFBEN LEEX A2 EERNZEL
ErHBEEET O RASNEBAHE CEEBRLE BN R EERLTER
FEEECZEREBFENZEAE  LERREERE - TE—BEAETE—HAA
ADRUBBZRE  HTLBRTE—ERELBTESERRZRE  BIFEATE
ARBE  REREZBEBRARECEALRETSEEF LTINS - BEHEEZ AR
27%  MEZFETE+AS+-BLZAFE  PE—HAAADMRZREEOMN
-

BE_FEFEFT_A
=t+—BLEZEFE(ARETIT)

—NNE —AANE “EEEE
EP—%EW$@EIWEXZE&%%%$§E 68,234 65,701 52,628
KRB 2ERITHE 2,282,644 2.249,434 1,563,516
EALARAREEIEEESE 2.99% 2.92% 3.37%

— 16 —




£

;

I

EBECEE®

FMERBER  PE—EAAARDURIRBERSE  TRBBRBEIMBENZLEZ
HREMBHFLLR  INBEBERRAASERFEIHZ7%  EZRRENREZENT
BZEABR  EEALUBEXEBBET  BHALQRALERREENES » T EEREIBER
UHABBRZEBERE  UAFEEBZHERE L - FE—ERAATRRZRBEESE 4
ARZERBXHEBECBEZ2X  EARESXELRANT : —

BE_EEREL+T_R
=t—BLE=BFE(ARBTT)

—NANE — N NE “ERERF

FR-ERAATWERZREESHE 68,234 65,701 52,628

AEEE2FEER 2,703,563 2,865,137 1,997.314

MAEEEZFEEZHIOE 2.52% 2.29% 2.63%
ERBEESBEAATRE

BXHEES R 2R -0.47% -0.63% 0.74%

WERATR BREBESBEARAT2FRIHELASEEXER X 2EEM RER
H(EEEEFERON %) THRBAANIZHAEXEBBETNERTEMS » B
REUAEEEXZAHBEELRCEERAEARRES » FE-HEAXQTREERLE
T RBESENBABAEENBELIEEEXE 6% -

— 17 —



EEEHE

SEBRBEEE TPEREEESRERSE—FRAST—BEITERGZBRR
Z o LUBIIEFN—NMANENRZT—HEIT 2R RBEE= - REZGE  PE—E
LRERRRBERLRESARBRE 2R SR _F+RN\BERE_ZENFLA
TH MEERBHEZCECERANETESIE - REFEREBE= FE—ERE
RHEFRRE=ZFREEERERAETENREERBETMHEERE - BRLEREM
RS  mMEBESRB L TUREMRERERHEERE  LRABREEH B T RUBEIIR
k7 BZOIEMNEFASRBBE-MABANLEMEMRBER  R2REARERAAN
RECBRBORREERER RN EXRBRIABNLFEXNZERENZEDIRLZE
ZEREE  ZEL2XESFNABRMRLEEENZRGEEYERRE(LHRBIEE
ReERBB)MENCESER  LEBRREERE - MXACSHTALTH R » ERHR
BeREREASBEAEENEREREECKEEREN EEREFEZIR - BE_TE
BRFT A=+ -HLZBFESE  HE-EREKBERUBCRBESRONT : —

BE_FTFTFF+A
=E+—HLE=ZBEFE(ARETIT)

—ANNE T ANRE “EFFHE
AEEEWEERE 2,358,940 2,397,453 2,226,131
TH-IERREBBERCBRBEEERR 517 2,513 2,285
EAEEEVEEFEELE 0.02% 0.10% 0.10%
ENMECRBEBTIPE-—EAEREHBRUNMLRBERE  UANBEBIMABEMRE R

BHFZLR TN BEAERETEREREEVEEREZN EEXREERBBE=ZL
BABBREIAATDEBEBBRED RHALRALERERREMNS » UEEEBIIIIHERT
BEZBERE > LATREZHRITYL - PE—RERE  PR—BERLCEERB RS

18 —




EECE®

REBFEDNEMBUE=EXTRPE—EZREANE - REFAQDEETRELCERR
RZEFTHERERAQAVAEEAEXREBEECNHNERTENS  EFHRIANKRKEEREH
—HEREEEEBBRBMERCRBEESBEIATREFARELERCBVEERE REZ
3% e

REFRBDEEENER  NEERFEREIN—ERELIABEMLCEBRSER
NEHARBEEERURTBELRTIHREBRTCERLR - BALSERZ 2 ERANSEREH
ERRAEEBERZLR -

EEFBEREABERESEMLIcX2EPRE—HLEBEAT (E2RLHARA)E
BRENBATESERBRRASBIRRIENIRET  EFFEcTHRERRAET
FE-—FLRNAAERE_EZNELEtHL MEBRERBEREITERZIEZBRHAR
REREZFFNFARLCH  MEBRAGRSBCHEMERREHFAERSAE - ZAH
EXE—EBUERZES  nEBEEINBEREABECRRLEREMIICRSAEYL
RERHUAEBER - FAARCEERHRBUVBRRE  RARZENRABUIEZEZEE|RHE
B

& &

EYVBBERBRABRREESARBEHTE TLABHENER T AREN NIRRT LA REN
J—

(1) BEHHELERBERAREN LK ERERZERE—HREBEAT (EER L
TR ZEERENERTRERRRAS LESBURTNIE |

(2) BEREXMELRE  BANEFHELREAREMLIcHREEERS  ERLHAR
FHERFERECER -

— 19—




EEEEA

ETRERERSZEER

ERALR/RENBAREHEREAT (ERER MR BT ENRERBE - LESE
ARALERFHEUBERNERRUBCEREFRESANATXBERBETSEME
ReEERBHMRERERY  EFBABFHENFEABEREIALAEEXBERRE
BRERGARARALADLEEREENSMEBAFTEE I BERER

BiuleRzitE

PE—EREREAT (EER LRI ERFEAATNST 292 ERITRA - TRE
BMEEZEEBDAATZHBAT - it RELTRY  EFRELRERBEF LIRS
BERARNRIZBEERS  AESEIURRZIERTTAIET -

HRFRE—HEZERZMAET MG - BFRELE - BHRTE  BREULE  BRIEEER
BLPLLECEZARBUESZECHE  IIEBRZABUKRRELER - ZAFTE
ZERYLABUMEERR  ZARERATNEFANBATCEANESE - 8F - TBTH
AEREIZRRARFEEZEABBAL(EZRLHARA ) ZERE  SBUESRERR
ERNBIRRDNEBRZELEEERATES -

REBTCBERRRAGLERE-BEBREBER  LNEEFBERBRBRENL K

2 BRFE—EEZXZ2FHERNGE > PE-EREBEQR(ERR TR SER
BRERGLERRE -

— 20 —




7.

RRZEE

ERERETERREREFACEERS FADNSETFE—BREBEAT (25
FHERAERBECERT  BHHE  AARERSABEXINEREEAS LEE
BUREHES  ABRFERASATBEFRE  BASATREFBERBARSE
EFBREESHRENERATE) T2 SEBERS BN RS ERES
% -

Wi%a%f FEURRERERREAGHEBNGE SRABEREZASTHEETZS
BEHEXRZE  BRAARARELRL  BAFRANSERAERZETCRERS BB E

ﬁﬁ@@ﬁﬁ%%%ﬁ%Z%i WRFETIGRE : —

(1) FEBERXSHS  —

(a) EALTBEEBBREPET

(b) BIEBMEEERET %ﬁﬁﬁ&uTﬁmﬁZI%ué%%*%%E?Eﬁﬁ
ERFET IRTERNBERNNHBUSE S REZERET &

() BEBRRBUREMSNHBATAE  LHAAATEERADZERET -

(2) REEFBEEFBRAGRETCERSERERXZASEAVEFEZRBAEBBEE
REARONMZEERRENGaRBMRECASEEXERLAEERLEEFREZ
RERKREERBERME)C LXFcEBLR -

B)% EHRERZZHE ARBLETRIAUFE1425(1) (A ZDEZBEERE AT FHPRE

==

R ©

— 2] —



EEEE#

(4)

ARBRREBUFATEZRASTEAREFERSZ  LEANTSAMBRFECEFRTP
R FEREXZENLXE(NRAABRET U LXEQRAECERE
ELER-

AP G (BB SERERFEEER S LA EEEBM REEMET
CEBHEXZOESSRR ("RBMRME,)) RBMRGFIWEARES  LRMAF
BIABEALNBABRIRM -

B MR LA - —

) HEBERZFEEEEETSZTSHE

(b) BEFERXRZFECTERALNAUUBEBRRIEEBR

() REREXZIEORRBREEZRZZHEGIET

(d) FEEEXRZCEBEERALEBLLEXEQ)RMIECERBEELR -

HEEMEE  RBMEEREXBEIXAREAETLTDREHEBARMGF - ZATHIZENH
MR -

AAIRBERERS T EEAT (ERE CHHA) ARBAATNBRNEHEE
EmEERE UEAEREEDERS -

fid EHARREERARKZEL] - WIIREREBRSZRBAEFNCFEABERZZEER
BRZEAE  WAQRTRRGEZHEERNRNEBITSRERERTRAATE -

—22




10.

BRERAE

ABERERER BETRETESEHEERZZEH BRI BUEEFEEEZRRR
. REVESZEESHSEEERSFHCEBERERSE U ERBRERGLERR
BRAONER BETHEETHEHERZ

BRENEARSBASNABREEEEFIE AR _EE—FNEBE -+ NHESA
TFNAEBEREIEE RGBT ERRI4RETHERREARS  ELUEEURSHBBIE
BEABESGNANTBEEIBEAARICEERSZRE -

LMEGHERASEANRNRZERR - En BTEEERHRERERRE  YBH
HENNRERBRNEVNETER  URERAXATCRNBELEEEZSETHERA
B MUAEFERREREETIOREBES B > ERUTREENSR (NEFAES)E
EETREANRERE BTEZUROREREZEARE  NURSHERSRERE I
FHRE -

BUSEZERTZER

Him BETEEOAEBRMBECBEIEZERESRN  ZRUHFEBUEZZEENFE
BRXZARRBHZER ) RNFBRMBZ BRI 2B ECIRNSEEERS
MBUEEESRREZER  LLEDHEINFERERMERCETEREZERERER -
Mg

#Hw BTEEFBRME—Ec—REH -

lao=d

K BR

AV
B-ERRNEOERASH
EFER
FE
5

_EE—FtANH

23




L

FIRST TRACTOR COMPANY LIMITED

F—ERBBOEERLS
(ROENRKANTEBALZEHERAT)

BRUE

EEURDFE-HUSROERATR_BT-ELANBBHZBR(ERER,) » ARG
DABREMED - RIEZEHA  SRABRAAECAZRAARGMAEETEREARE -

EENBURNFERERZEFTACBUFRATES  BESSZARBUESTEZES  REH
BE - EABBECERRESHLACKEFRERS  H2BRRMEREAFEER BETEER
B -

BiE BTHEABRS4EESBEAHCESTSRMG  LUREDSEEFIEZRYRMG - H
ZERHBEEF S BRABBELESHIZREEERSGCHE - CEERERUZIERR
HEEYAHRERRMERCIERRZRERR ESHRFERERZNTEAAAREER
RemERE  BHRRME  EFRBERBABREIERNBAFSE - At EFERBIL
BRERERERENERRIAS LRECEBRER  LMEETHRE - BRBERESHALZ
REEERS -

It B
SRR BR
BIFHITESR BUFHITEE BIUFHATESE
BEDEEXLE kL BRB/ESE
BUYHFHTEE BUFMITEE
BEEE BREBESE
2R
“FFE—FtBAH

24




BEEHE®

UTRBUESZREZBUMBREEIRBEANIXFMEBZBFEX -

N
BECEVEBRERL
21/F, Wing On Centre SEPLTEHED111
111 Connaught Road Central RB2hih21{0
Hong Kong
: 2 . °
Fax.(a62) 2650 675 G : (85212850 6701 Deloitte & To uche
i o com o Selote om bk Corporate Finance Lio
HMERE
BEXS

ESURIESERINFEHERSABLESZESRERR - RYLXMEEEER
AREBEZENEFBE BABBRESHICHERERZIZERUBIRRMERETAFTR
ERERER - BEFBE AABELAEFAICHERERZZFBEEN BRAINREE—F
TRABE EATZRRZER (ﬁﬁ@ﬁﬁZ%%ﬁ A RRYRABER D o FRIE
NEAREFRE FREFMBZAFEABRAMAREEEER -

REFTEZCEBERS  EEABAEANBESTRHUCENRBE ERE » TRREX
BRAMFXNREEZ—YENRBUNFHRYBEE ERFABRTIRAPNBEE - EEXL
ERRARRHEFRECENNBRCERN - EEMEATEN  BEEESBEA  ZBRNEHR
RERACERLTEERERNTE -

EERAHEERRHENLIEINEBECR  UEBRALAEABERMBEN ZERT AT
%Z%%h#TAﬁgﬁ A BEFUEY SR  PE-EXEFZEZEARNBRAIR
NRAZEBZRRARARKREZETEARARE -

G

25—




REBIERERE®

REFEZZERE  EFKERLUTEEREZRER !

BRERERSERER

EARFEXREARPELEERMERSHEUBIRARERUE - SXREREZXHEN
R—NARF W BRAAZEEREBRREZEAFDTE-—ENEFRUILLLEERREURCE
7B RE—EFEN732% BERARERTZREA LHE BEARZERREREEL
MRABESR ELBACHEEAL-

ITREBRD—BRNEGERELT KZLEEREERUB R T EBR R - BEERBTD
—HPHEERERT  RBLERHEBRBRERBR R - IEEREERERBERIIS
BERFZMEBAT -

—EEEN-BRTERTCEEORER - —BEEETR—E2ERE 2 HBAT - &
W RETEAER SATCEEBEAL -

B BEAREMARULLUFENRR - AN tEEMIMETER » SARRIERRESRR
— BT TETHRBLHRABN BERARNZEAERZZHE -  BEEBETIN —ANN\FER
B 7T —ORELTRRBK BEARCEERSZZHBE - ARNLSHBEZHREERR
BEER: BAR IERBREEBEERAR _FF-—ERR=+—REGTE-ERXENBAT
FITEHBBERBRGE  LEFRBITREDINR-ANTtER—NNANERTZEBRE
Z AR o

REREXZUE2ADBEER - (VRERME - BHREN  (NRHBARRERE
(INBRELRZEIR ) (MEBBAORE RVRERHELONERE -

BRAMENBAT —EREERBPR-RESREMLE - B4ALES  MPR—ETF—E
RELEERE EARLAENMEARRERRME - F4EEH - EARNLRERBAR-HK
BRE—BRRUETENRRERE - LFRBEBE (BRRN) BEERE - BERE - £EZRH -
ERARRRYE -  EBRE - BEKRE  REREORBSEF -

— 26 —




BEE®

st BARTRERR—#ER BEATRER/HATHETEERZEKIR KA =H
AFHEED - KR S8 HK BEEBHEZEZR - CREEZEFEBNRR - MEORMHRE
HFANFAEED EXEEMAME X BAAMESERRBEEZELOXFE—EREHTT
—nHE LE—1REER SARRERHEBRE -

BEARRT PARES EXEEREFEMFER/ 3B BEREXBIRE-RR
REBRBXSCHBERNAERESTERG TR SERER S, —4 -

ETERENEEZEELRZES

EERFEREERZBRACAEEREAR - ANTER-NMNNERITZRBRERTE - R
- AEFERERZZAREELRCAREELR ) (ENERXFAEERREZER-EHE
HFIERER  MEEICEELR(BBITEELR ) ABXFARETHRAZET —RGS -
iz EXEEEFEXARN E5SECERENEERAFEEECFRELRAEE -

ETABRNERERZER AREELREEBIFELREEZHESRIANT

x5 BEEERESR BIREELR BETEELR

(1) “eRBEHE RERERRARMER FEE BATERX TEE BS5EEZEXER

— ZEBEREBERER Rl 4% Z4%
ZRHEXNRBEASRLU
FEEXAERRER
BREBRTRLEEE
MR HEYEEEM
BMzB 2 ERABEME
BREREE)  LIER
REERE

27



BEEEH#

x5 EEERES BHRAEELR BBIFEE LR
(2) ELORER EQAHE—#HEERBR TEECSEEHEEE H BXERESETRE
& TETOEVRECER OXHOERBEEZ B AR 3000000000
2% gt BIAEE BEXE
BREZ1%; R &
SEEXEBRBARE

3,000,000,0007% + B R
B EREEXRBC

Z35%; Kk BAHE
MR — i E B EEET
HEREATS » ABS
ENTEER10%

28 —

0.8%
(3) HaE@E— HWHEZLE()ERER g EATAPE—E 5 BELQFEFAE—IE
BEHGEZRAME » BESEREHMS
THEE EQAREER TBH8 S£EEXE
MEERFERC2ERER Z217%: R EARF

ARE—EHEERH
HREAHANE 0 AEB
EXEEXE 0%




EEE®

2%

(4) HMEWE_—

(5) HakRBHZE_

(6) EBEREIRZ
HE

(7) EBERIEMtEIREMN
18

EEBHESR

B2 EAEE (1) IRAER

SRS (1) RAER

B BATKRZE
BRRERRERE
SERRERERS
TR Z &R (B
=)

£

Y

E(1)EAR

RRFE LR

REE BATDEW
EEBEZ3%

mIERBERE
BN BB L F W
ZERIEEBMZ
BRERDLIEENRE
EEYEREBEE

AEBR ELATEBT
EESBEZ3I% &8
T LmBERE 1404
(B)YRATFZAE

RNE#E
7%

EWNGIEY

29

BETEELR

THEE EEELE
BRENEEKREFE
Z3%

THBE BEEHEE
ZBNWEEREFE
2 3%

AERE EXEELE
RENEEREFE
3%

BB BEFEEEX
ERZ6%




BB

z5 BEEERESE BREELR BEBITEELR

(8) HERBWE= RELWE()EMER ABBE EXEELE 8B S£BLKE
BREVEERAPE KEVEEREZBE
Z3% Z3%

ERFEBERZCER  TERRERER - BBETEHBREIAMERET EERXRE
ERBREBERZERZEEBLATAE  ESHAEEEZRE -

BREHORERBE LRSI IELRZRE ARSREEFFTFF+ _E=1+—H1
=EFEEERRXZERFY - Bt » EER/ LS 2 KETEELRDATEHAKRED -
ERQAREEERT FHSEBERSBE_SEFFT_A=THL=BFEZRERAE
BUMBLEREZAAFELR -MELOREREME  BEZFFTFF+_/A=+—HI=
BEE: BARRFERE—HEEECBELHONEE - AN  EFTHHPHISMALRE
588 BEEFERRRBEFEODETRMA  BHERE4 - LERABIIHHEHEOD BAF
Ehe BN SXEKECEBEGE ESTAELOABEGEEFRLRZBIXLAES -

SEMEAKUEE TR AN SRS RERN SR T REHSE a2 MBI FEEL
R BESENT BATEEEREESEREYERSRE_SESET A= +—aLZE
FEZRBARSBIUS N - RETHEEFEAETEE LREENRETETEHLE -
EERAREEIREEETEGLAENBAE Re SRERFLXETTSRRVE -

— 30 —




RERERSZZER

REFREXZCET  #E EQRR/HAENBRAREEKBEIE—E - KM - EFRE
REETRHERERS > BRAINRBEEALESREBUE=STRERHEAEERAIEIRE -
FRRE BARRT BRPR-—EcEEREBUNEL SEXELERKAHAEH - X
EmTR—-EBERME - BERTH  BRRAEAMBUF=ZSBEEEXEX - RE FAAX
e BEEETALRECER ESATRE-—HEEH#ZEBNLEEDRE - EQAR/ER
BARHEPE-HETEMRZTERAKLES SEEIHEX-

EERMBFEBERIHRELATHEENCEEBRBRLRGEET - BN SXEEESE
FEFCRRLUBERATNLE  ENTFERERSKER EQTR/IEMBATIXBERE
JEFEE - At - EERRETHERERZ NG BEARLR/RNEMBAT MG - REBHF
BHERZME  ESAREEZRR  RRUSFEBEXRZYG EQAXRBAF ME
AhSRZICBEEN BERACEE-

REER

REBLULEFRERRILERE  ESRREN DR  BABENASHIACHEBRERSFT
B BELERANG MFERERZERHRN BATDBURIM=BAFSE - Bt EF
TRBUSSZECESBIRRREBENFNERRRAT LEZCEBREZE  LHMERE

k'

E-EHRRAERAS

BUEEEEE® &K

&
BHLEVEERNERLS
R ERE
EE

_RE-FtANA




B 58 —

B EBH

ABROBBELHRRBEREELAEECEN c EERAABRANER < ERIEHLR KA B
ER2MEL TARFLE—DCEEREER  BREMRARNE  FERUERRETAEMS
B EEMBIANEAELRE -

EHES

RERATEH  ARAFEFE - BEF - TRAENIRFZHEAIHEAEERLATRNEETAHE
AN ERRAFREREL) REAPREARERRINFE2GRMNEARAATLRBRAzELR (B
REAFERBRAEIIRAMERE—HORRANEFREZELD) RRBELHRILHARE
BETEFRGZALTRAANEGAABEBRRAT2ER  IAQNARBLARERGEIFE29KA
THRZEOFT AU ETH -

RERFATEY MEXQARES - BE - TEREIIEZICEEN T N\BRUTFLEETFRE
TEARNERN  LERBAQRIAREEARE LA cEARENEEES (ERRAFREREL) -

EERIMETASERANEE T EFRF+ A=+ "B (AFKERIBLAMHNEEZX
UBBREREEAN UK EERNEARNEZEENHANTAEETEENEEREEEAELS -

ESNBRSEERABRTZRRENALENRETEBEREXRFEEABEANEAGHIRME
REHERELS -

BYRERNFIKETARELTEETARD  TETAZBIRRBMOARBAEEETAREL
AESCEMNNEZR (ERESRERENRD) -

REEATEY  SEFHELARQAFNETIAMNBATDIT LRBTLRBEN (REE/R—
FARBIBEEBEUNEFTFHEETR -—FERBRLEZEH) -

— 132




B 88 — —BEE

EERE

RERAUTHEY REXARNZAFAERERAS16(1)EMFECEIERRECMAE » XAF
BXTIZEH (REEARTES BEERTRER)BEAATERITRA 0% Lo 1t ¢

LERBECT
BEER L ER] BHEBE [
FEH—EEEFRAT BHEEAR 450,000,000 57.32
EAPREE(RBA)BERAT HAS 329,369,999 41.96

BRAXMKRBENRALES - EERTRBRMA  REEUTEEY  BMETAACERXEE
RENREEN  EEABRTIRAAERNEEANBEATRRAE LRECEAENKRARE
10%80 L bz B4k -

EXER

UTRHREEFTBERFHRERRNBRBEIERAL ZER

28 BEREE
=g REEBEFREIVBEZLHRIGZMIRERER
BEES

REELUEARBUABREFHB YV ARERS M ELBERERER Y B2 BREH
BE -

FRAXNEEMMERAREEL REMERFRIFE - MAREERH  AEEEAXEAT
TEEMAERT EXNERTAERFR - FRINREER -

— 133




B 58 —

EXES

BREEMA 2EBZVBEREBRRE _FRFTE+_AZ+-HEIXRKEERIFELAH 2R
ERVERRCARRABESEHREAERES -

—REBER
EZEREERETDRCUE °

RABAREACHRETCBFPEAREEESECHERAR MU AT EPREVEHE P 199RER
EI5218 -

ERBEREDURIRRBE
REZE

TIXHEATHRNAEE_FE-—FNA+=ALc—REXBHRN  REBPRERIKE
IBRFEERATIRERER !

(a) HERBHE—

(b) EHOREHGR

(c) HEWZE—

(d) #HEBZE_

(e) HWEMBWHET

 BERRIEZARE

(9) BRREHEENBE

(h) HWEBRBWE=

() BER_BEFE-—FLANBRBEZERR  EXHEHREABRESBEEEINE I R

() LA'AEE,-HABCAEE-

— 34—



FIRST TRACTOR COMPANY LIMITED
E—CARBEOERLE

(RPEARRAEZRBEZ 2RI ERAE)

RESE—HUBKROERATD(TEAR BTN _ST—FNEITEA(EHE) LFNE
EREREARKAE (THE ) TEEREMERBIS4RBTHRERRAE "BERRERS,)
FELUETTLIT SR -

1. BERMEIBEARLEBEATERZZIEE -

2. DIFRFEERNEZFLINERELIABIT BT  BAUTREERAARAZERBRZE
=

"B

(A) HF BRREREFHR(EER-SE-—FETAABHBECAR(ZER,))RE
ABE(CRERER) ML HENERS (EERREN - BIK (AR BR2EH
A& WEAGEEEELEER)

(B) #ME - ERRERENBERBABEIEREE K




mERRAEES

C) REALNAEEARALNE (BREMIRMNEE RIT - T - INREREMBAL
FE T EREXAAEEBRAREE  WFLHEASRRHERREENBIENER
BREERABTHEHERZEHECLE - RERGECHETR  FBEREE  MUE
RRBETARIMNEF RERBABEC TARRELRABEHEASRAEEMIEE
THER BEFERQATNBER

AEEE
7 El
EER

B

PR REB _FEF-FtANH

P /N o2 R e

PR A RGBT ERE 1545
MERSE © 471004

BB E ST | 86-379-4967038
BH : 86-379-4967438




EREBEERXGES

Bt :

AANENEE—E+A-+ABESE—EN\A+NE (ZEMAGEER) BEHERHBEBRTME -
EEERLEERREAGTBRAE - RCBE—FtAT+AR (BRI ANAATRREMZRELE
BEBEEREASRTRR - FAHRBS XA EREBREER ST —FLA - +0A TFOERRERL
AZHERGBE B AT EEAERERAT MU ATSRRESET ORERERRE  RESTHE
FHER -

NEREFEBRERELERRRZEFABEEZCI —UHNEMNA T (FRRZATEESRR) FREREREA
RETERAEGIETHRERAE - N—LERRELEB —BRRREA  ARRABARBUBRRARTREEARR
o

BREEFMARBAERTEERRAERUESENDNEZEL (ZERENR) - LEZERBTHERAEE 7
HERAZEEAZE - NRAZAXBHELIACEREBAZE  AERAARREEECREENHMBRER
XHFERBAE KBLNBCEABRENEMBUCEEXGRREREERS  AZRRREAREETHRERE
24N RAEXLABDEXE—BFARZEZATHRRDBFBLERIL - TRBER -

BHFERESRERECRREN_BR-—ENAZR(EMRE)AUTHECLREBCRREEZEERLTE - BRAR
RRA - RARNBESHRNEE -

BREXEREREARANHEEBRERAEBHTEASNERXSG - ARERNEBALRFE  IREBEAERES
HEERR -

BEREASEHEFAEE X FRRIEEFAHEEHGEEERGZREREARBEABITEE -
EABFEMIEM T © —

FETEEEBHREREI4R

BEESE : 471004

B BT 86-379-4967038
BH : 86-379-4967438

—37 —




NOTICE OF EGM

Notes:

The register of members of the Company’s Shares will be temporarily closed from 25th July 2001 to 24th
August 2001 (both days inclusive) during which no transfer of Shares will be registered in order to determine
the list of Shareholders for attending the EGM. Shareholders whose names appear on the register of members of
the Company on Wednesday, 25th July 2001 will be entitled to attend and vote at the EGM. In order to be
entitled to attend and vote at the meeting, all transfer of H Shares accompanied by the relevant Share
Certificates must be lodged with the H Share registrar of the Company, Hong Kong Registrars Limited, at 2/F,
Vicwood Plaza, No. 199 Des Voeux Road Central, Hong Kong, not later than 4:00 p.m. on 24th July 2001.

Each Shareholder having the rights to attend and vote at the EGM is entitled to appoint one or more proxies
(whether a Shareholder or not) to attend and vote on his behalf. Should more than one proxy be appointed by
one Shareholder, such proxy shall only exercise his voting rights on a poll.

Shareholders can appoint a proxy by an instrument in writing (i.e., by using the Proxy Form enclosed). The
Proxy Form shall be signed by the person appointing the proxy or an attorney authorized by such person in
writing. If the Proxy Form is signed by an attorney, the power of attorney or other documents of authorization
shall be notarially certified. To be valid, the Proxy Form and the notarially certified power of attorney or other
documents of authorization must be delivered to the Company’s H Share registrar at the address indicated in
paragraph | above not less than 24 hours before the time scheduled for the holding of the EGM.

Shareholders or proxies who intend to attend the EGM are requested to deliver the reply slip for attendance duly
completed and signed to the Company in person, by post or by facsimile on or before Friday, 3rd August 2001.

Shareholders or their proxies shall present proofs of their identities upon attending the EGM. Should a proxy be
appointed, the proxy shall also present the Proxy Form.

The EGM is expected to last for less than one day. The Shareholders and proxies attending the EGM shall be
responsible for their own traveling and accommodation expenses.

The Company’s registered address is as follows:-

No. 154 Jianshe Road
Luoyang, Henan Province

the People’s Republic of China
Postal Code: 471004
Telephone: 86-379-4967038
Facsimile: 86-379-4967438
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(C)  the Directors be and are hereby authorized for and on behalf of the Company, among other
matters, to sign, execute, perfect, deliver or to authorize signing, executing, perfecting and
delivering all such documents and deeds, and to do or authorize doing all such acts, matters
and things as they may in their discretion consider necessary, expedient or desirable to give
effect to and implement the Ongoing Connected Transactions pursuant to the Renewal
Agreements and the Supplementary Agreements, and to waive compliance from or make and
agree such variations of a non-material nature to any of the terms of any of the Renewal
Agreements and the Supplementary Agreements as they may in their discretion consider to be

desirable and in the interest of the Company.”

By Order of the Board
Fang Gang

Chairman

Luoyang, the PRC, 9th July 2001

The Company’s registered address.

No. 154, Jianshe Road
Luoyang, Henan Province
The People’s Republic of China
Postal Code: 471004
Telephone: 86-379-4967038
Facsimile: 86-379-4967438
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NOTICE OF EGM

FIRST TRACTOR COMPANY LIMITED
E—EEHEROTEERELSE

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the “EGM”) of the shareholders of
First Tractor Company Limited (the “Company”) will be held at No. 154 Jianshe Road, Luoyang, Henan
Province, the People’s Republic of China on Friday, 24th August 2001 at 9:00 a.m. for the following

purposes:
L. To consider and approve the resignation of Mr. Wang Wen Ding from the post of executive Director.
2. To consider as special business, and if thought fit, passing with or without amendments, the following

resolutions as ordinary resolutions of the Company:

“THAT:

(A) the Ongoing Connected Transactions (as defined in the circular of the Company issued on 9th
July 2001 (the “Circular”), a copy of which has been produced to the EGM marked “A” and
signed by the chairman of the meeting for the purpose of identification) contemplated under
the Renewal Agreements (as defined in the Circular) and the Supplementary Agreements (as

defined in the Circular), be and are hereby approved, ratified and confirmed;

(B) the execution of the Renewal Agreements and the Supplementary Agreements be and are

hereby approved, ratified and confirmed; and
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APPENDIX I GENERAL INFORMATION

LITEGATION

Neither the Company nor any of its subsidiaries is engaged in any litigation or arbitration of material
importance and no litigation or arbitration or claim of material importance is known to the Directors to be

pending or threatened by or against any member of the Group.

MATERIAL CHANGES

The Directors are not aware of any material adverse change in the financial or trading position of the Group

since 31st December 2000, the date to which the latest audited financial statements of the Group were made

up.
GENERAL
The secretary of the Company is Mr. Jiang Guo Liang.

The H Share transfer office of the Company in Hong Kong is Hong Kong Registrars Limited at 2nd Floor,
Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong.

The English text of this circular shall prevail over the Chinese text.
DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours on any week
day (except public holidays) at the offices of Li & Partners, Solicitors, at 21st Floor, World Wide House,
Central, Hong Kong up to and including 23rd August 2001:

(a)  the Composite Services Agreement 1

(b)  the Import and Export Agency Agreement

(c)  the Materials Supply Agreement 1

(d)  the Materials Supply Agreement 2

(e)  the Composite Services Agreement 2

€3] the Projects Construction and Installation Contracting Agreement
(g)  the Energy Supply Services Agreement

(h)  the Composite Services Agreement 3

1) the letter of opinion from Deloitte dated 9th July 2001, the text of which is set out on pages 25 to 31

of this circular; and

the written consent referred to in the section headed “Consent” above.
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SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, the register of substantial shareholders maintained pursuant to Section
16(1) of the SDI Ordinance shows that the Company has been notified of the following parties (other than a
Director, supervisor or chief executive of the Company) with interests representing 10% or more of the

Company’s issued share capital:

Number of Percentage of
Name of Shareholder Class Shares total Shares
China First Tractor Group State-owned 450,000,000 57.32
Company Limited legal person
Shares
The HKSCC Nominees H Shares 329,369,999 41.96
Limited

Save as disclosed herein and so far as the Directors, the supervisors and the chief executive are aware, there
was no person who, as at the Latest Practicable Date, was interested directly or indirectly in 10% or more of
the nominal value of any class of share capital carrying rights to vote in all circumstances at general

meetings of the Company or any of its subsidiaries.

QUALIFICATION

The following are the qualification of the experts who have given opinion or advice which are contained in

this circular:

Name Qualification

Deloitte an investment adviser registered under
the Securities Ordinance, Chapter 333
of the Laws of Hong Kong

CONSENT

Deloitte has given and has not withdrawn its written consent to the issue of this circular with the inclusion

of its letter and references to its name and letter in the form and context in which they appear.
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving
information with respect to the Company. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made all
reasonable enquiries, that to the best of their knowledge and belief, there are no other facts the omission of

which would make any statement herein misleading.

DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, none of the Directors, supervisors, chief executive and their associates had
any interests in the share capital of the Company or any of its associated corporations (within the meaning
of the SDI Ordinance) which were required to be notified to the Company and the Stock Exchange pursuant
to Section 28 of the SDI Ordinance (including interests which they are taken or deemed to have under
Section 31 of, or Part I of the Schedule to, the SDI Ordinance) or pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the Listing Rules or which were required,

pursuant to Section 29 of the SDI Ordinance, to be entered in the register referred to therein.

As at the Latest Practicable Date, none of the Directors, supervisors or chief executive of the Company or
their spouses or children under 18 years of age were granted or had exercised any right to subscribe for any
equity or debt securities of the Company or any of its associated corporations (within the meaning of the
SDI Ordinance).

None of the Directors or Deloitte has any interest, direct or indirect, in any assets which have been acquired
or disposed of by or leased to any member of the Group or are proposed to be acquired or disposed of by or
leased to any member of the Group since 31st December 2000, the date to which the latest published audited

financial statement of the Group were made up.

None of the Directors or Deloitte is materially interested in any contract or arrangement subsisting at the

date of this circular which is significant in relation to the business of the Group taken as a whole.

Deloitte does not have any shareholding in any member of the Group, nor does it have any right or option
(whether legally enforceable or not) to subscribe for or to nominate persons to subscribe for securities in any

member of the Group.
As at the Latest Practicable Date, none of the Directors had entered or was proposing to enter into a service

contract with the Company or any of its subsidiaries (excluding contracts expiring or determinable within

one year without payment of compensation other than statutory compensation).
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Benefits of the Ongoing Connected Transaction

As a result of the Ongoing Connected Transactions, the Company and/or its subsidiaries will continue
to place a strong reliance on China First Tractor. However, the Directors believe that the Company can
obtain more favourable and reliable services from connected persons than from independent third parties by
entering into the Ongoing Connected Transactions. In particular, according to the Company, as the
production facilities of China First Tractor are located near the Group’s production facilities, the Group is
able to obtain its raw materials and parts and components more efficiently from China First Tractor
compared with other independent third parties. The Group is also able to obtain lower prices from China
First Tractor in respect of the provision of welfare and supporting services according to the Company. The
Group similarly derives better efficiency for the other transactions entered into between the Company and/or

its subsidiaries and China First Tractor.

The Directors confirmed that the Ongoing Connected Transactions will be conducted on normal
commercial terms and conditions determined on an arm’s length basis. The Directors consider it to be in the
interest of the Company and/or its subsidiaries to engage in the Ongoing Connected Transactions, as they
will ensure the smooth operation of the business of the Company and/or its subsidiaries given that the Group
has operated in the same manner for a number of years. Based on the nature of the Ongoing Connected
Transactions, we concur with the view of the Directors that these transactions are in line with the business of
the Company and the entering into the agreements for these transactions are beneficial to the development of

the Company.

RECOMMENDATION

Having considered the principal factors and reasons referred to above, we consider that the Renewal
Agreements and the Supplementary Agreements and the Ongoing Connected Transactions contemplated
thereunder are in the interest of the Company and the terms of the Ongoing Connected Transactions are fair
and reasonable so far as the Independent Shareholders of the Company are concerned. Accordingly, we
advise the Independent Board Committee to advise the Independent Shareholders to vote in favour of the

ordinary resolutions to be proposed at the EGM to approve the Ongoing Connected Transactions.

Yours faithfully,
For and on behalf of
Deloitte & Touche Corporate Finance Limited
Lawrence Chia

Managing Director
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Transaction Basis of determination of fees Previous Annual Revised Annual
Caps Caps

(8)  Composite Same as described in (1) above Not exceeding 3%  Not exceeding 3% of

Services of the audited the audited book

Agreement 3 book value of the value of the net

net tangible assets  tangible assets of the

of the Group Group

As the fees for the Ongoing Connected Transactions are mainly determined based on State prices, the
local inflation rate in Luoyang, or market prices, the Directors consider that bases of determination of the
fees for each of the Ongoing Connected Transactions are fair and reasonable and we concur with the

Directors’ view.

We consider that the Revised Annual Caps as set out above are justifiable as all of the cap amounts,
except for cap amount in respect of the Import and Export Agency Agreement, are set with reference to the
amounts of the actual transactions for each of the three years ended 3 1st December, 2000. According to the
management of the Company, the aggregate fees or amounts in respect of the Ongoing Connected
Transactions have not exceeded their respective Previous Annual Caps for the three years ended 31st
December, 2000. For the Import and Export Agency Agreement, there have been no imported purchases and
export sales through YTOI for the three years ended 31st December, 2000. However, as the Directors
anticipate that, with the upcoming admission of the PRC into the World Trade Organisation, the Group plans
to import certain raw materials and parts and components and export the Company’s products to overseas
markets in the coming years. In view of the scope of business of the Group, we do not consider the

percentages of the annual cap in respect of the Import and Export Agency Agreement as being significant.

The Directors expect that the aggregate fees or amounts in respect of the Ongoing Connected
Transactions will not exceed their respective Revised Annual Caps in the next few years. We have reviewed
the preliminary estimates provided by the management of the Company in respect of the aggregate fees or
amounts of each of the Ongoing Counnected Transactions for the three years ending 31st December, 2003,
Such estimates have revealed that a certain amount of buffer has been built into the Revised Annual Caps.
We consider that it is reasonable to build in a certain buffer in the annual caps as the annual turnover of the

Group is subject to variation depending on market conditions.
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(4)

(5

(6)

(7

Tramnsaction

Materials Supply

Agreement 2

Composite
Services

Agreement 2

Projects
Construction and
Installation
Contracting

Agreement

Energy Supply
Services

Agreement

Basis of determination of fees

Same as described in (1) above

Same as described in (1) above

Fee charged to the Company will
not be higher than the fee
charged by third parties for the
same services at the time the fee

is fixed (i.e., the market price)

Same as described in (1) above

Previous Annual

Caps

Not exceeding 3%
of the net tangible
assets of the

Company

Price charged to
YCMC JV shall not
exceed the price
charged in the
immediate

preceding year or be
increased by an
agreed percentage
equal to the
percentage increase
in the Luoyang
consumer price

index

Not exceeding 3% of
the net tangible assets
of the Company,
subject to such
adjustments as may
be permitted by Rule
14.04(6) of the

Listing Rules

Not exceeding 7%
of the Company’s

total expenses

Revised Annual

Caps

Not exceeding 3% of
the audited book
value of the net
tangible assets of the

Group

Not exceeding 3% of
the audited book
value of the net
tangible assets of the

Group

Not exceeding 3% of
the audited book
value of the net
tangible assets of the

Group

Not exceeding 6% of

the Group’s turnover
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Transaction

(2)  Import and
Export Agency

Agreement

Agreement 1

(3)  Materials Supply

Basis of determination of fees

Fee tc be agreed between the
Company and YTOI based on
the specific items of goods

imported and exported

Same as described in (1) above
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Previous Annual

Caps

Not exceeding 2%
of the

value of the goods

invoiced

imported or
exported in each

relevant year

Not exceeding 35%
of the Company’s
annual total
purchases of raw
materials and
components for the
purchase of parts
and components
from China First
Tractor by the
Company; and not
exceeding 10% of
the Company’s
turnover for the sale
of such parts and
components by the
Company to China

First Tractor

Revised Annual

Caps

Not exceeding 1% of
the Group’s turnover,
provided that the
Group’s turnover
does not exceed
RMB3,000,000,000;

and not exceeding
0.8% of the Group’s
turnover if the Group’s
turnover  exceeds

RMB?3,000,000,000

Not exceeding 17%
of the

turnover for the

Group’s

purchase of parts and
components from
China First Tractor
by the Company; and
not exceeding 10% of
the Group’s turnover
for the sale of such
parts and components
by the Company to

China First Tractor
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In addition, the Company also relies on China First Tractor for the handling and/or completion of
certain construction and installation projects for the Company and the supply of energy including electricity,
gas, oxygen, water, heat compressed air, acetylene and steam, to the Company. In relation to the import of
raw materials or spare parts and components and the export of the Group’s products, the Company has also
entered into an agreement with YTOI for the provision of such services by YTOTI in anticipation of certain

imports and exports in the coming years.

According to the Company, the services described above are required in the normal operation of the
Group’s business and/or facilitate the Group’s business development. Details of each of the Ongoing
Connected Transactions are set out under the section headed “Ongoing Connected Transactions” in the

Letter from the Board of this circular.

Bases of determination of fees and the setting of the annual caps

The bases of determination of the fees for the Ongoing Connected Transactions have all remained
unchanged from the original agreements entered into in 1997 and 1998. However, the previous annual caps
(*Previous Annual Caps™) in respect of the Ongoing Connected Transactions as a condition to the original
waivers granted by the Stock Exchange have been revised and the revised annual caps (“Revised Annual
Caps”), as a condition to the new waiver to be granted by the Stock Exchange, will be based on the Group’s

annual turnover or the amount of net tangible assets of the Group.

A summary of the bases of determination of the fees, the Previous Annual Caps, and the Revised

Annual Caps for the relevant Ongoing Connected Transactions is set out as follows:

Transaction Basis of determiration of fees Previous Annual Revised Annual
Caps Caps

(1)  Composite By reference to the State Price or if Not exceeding 4%  Not exceeding 4%

Services there is no applicable State Price for of the total of the Group’s

Agreement |

any such service, the market price or
the agreed price which is not
exceeding the price charged in the
immediate preceding year increased
by a percentage not exceeding a
percentage equal to the percentage
increase in the consumer price index
for Luoyang for the immediately
preceding year announced by the
Statistics Bureau of Luoyang,

whichever is lower

27—

expenses of the

Company

turnover
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion, we have taken into consideration the following principal factors and

reasons:
Background of the Ongoing Connected Transactions

The Company is principally engaged in the manufacture, distribution and sale of crawler tractors and
wheeled agricultural tractors in the PRC. The Group’s business began in 1955 when China First Tractor, the
controlling shareholder and the holding company of the Company, was established to engage in the
production of agricultural tractors. China First Tractor currently holds approximately 57.32% of the issued
share capital of the Company and is the controlling shareholder of the Company and a connected person of

the Company under the Listing Rules.

YCMC IV is a sino-foreign equity joint venture engaged in the manufacture and sale of tractors and
construction machinery. YBM is a sino-foreign equity joint venture engaged in the manufacture and sale of

road rollers and road construction machinery. Both YCMC JV and YBM are subsidiaries of the Company.

YTOI is an import and export agent in the PRC. YTOI is a wholly owned subsidiary of China First

Tractor and therefore constitutes a connected person of the Company under the Listing Rules.

Since the Company was incorporated in preparation of the listing of its H Shares on the Stock
Exchange in 1997, the Company and YCMC JV had entered into a number of agreements with China First
Tractor which constituted connected transactions of the Company under the Listing Rules. YBM had also
entered into an agreement with China First Tractor in 1998 which constituted a connected transaction of the
Company under the Listing Rules. As these agreements have expired or will soon expire, the Company,
YCMC JV and YBM have, on 31 May 2001, entered into the Renewal Agreements and the Supplementary
Agreements with China First Tractor and its subsidiary to renew and amend the terms of the relevant

agreements originally entered into in 1997 and 1998.
Nature of the Ongoing Connected Transactions

The Ongoing Connected Transactions can be divided into five categories, namely (i) provision of raw
materials and parts and components, (ii) provision of welfare and supporting services, (iii) construction and

installation projects, (iv) energy supply, and (v) provision of import and export agency services.

The Company and its subsidiaries have relied on and will continue to rely on China First Tractor and
China First Tractor has also relied on and will continue to rely on the Company and its subsidiaries for the
provision of raw materials and spare parts and components. The Company and its subsidiaries have also
relied on China First Tractor for the provision of certain welfare and supporting services. These services
include, but are not limited to, catering services, cleaning services, nursery services, medical care services,

sport facilities, storage services and hoisting and transport services, etc.
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Set out below is the text of a letter from Deloitte, the independent financial adviser to the Independent Board

Committee, prepared for the purpose of incorporation in this document.

BECEEMBEREELT

21/F, Wing On Centre EHEDDTEEP111

111 Connaught Road Central RKROM2140

Hong Kong

Tel: (852) 2852 1600 285 © (852)2852 1600 - & >

Fax: (852) 2850 6791 {303 © (852)2850 6791 Delo ltte & ?i@ %@

mail @deloitte.com.hk mail@deloitte.com.hk 3
wwwde?o(i)tlt:com.hk www deloitte.com.hk go rparate F% @ @ ﬁ@

9th July 2001
To the Independent Board Committee of

First Tractor Company Limited

Dear Sirs,

CONNECTED TRANSACTIONS

We refer to our engagement to advise the Independent Board Committee in respect of the Ongoing
Connected Transactions. Deloitte & Touche Corporate Finance Limited has been appointed to give an
opinion as to whether the terms of the Renewal Agreements and the Supplementary Agreements and the
Ongoing Connected Transactions contemplated thereunder are fair and reasonable so far as the Independent
Shareholders are concerned. Details of the Renewal Agreements and the Supplementary Agreements and the
Ongoing Connected Transactions contemplated thereunder are contained in the Letter from the Board of the
circular (the “Circular”) dated 9th July 2001 to the shareholders of the Company, of which this letter forms
part. Terms used in this letter shall have the same meanings as defined in the Circular unless the context

otherwise requires.

In formulating our recommendation, we have relied on the accuracy of the information and
representations contained in the Circular, which have been provided by the Directors, and have assumed that
all information and representations made or referred to in the Circular were true at the time they were made
and continued to be true at the date of the Circular. We have no reason to doubt the truth, accuracy and
completeness of the information and representations provided to us by the Directors and have been advised
by the Directors that no material facts have been omitted from the information provided and referred to in

the Circular.

We consider that we have reviewed sufficient information to reach an informed view and to justify
reliance on the accuracy of the information contained in the Circular and to provide a reasonable basis for
our opinion. We have not, however, conducted any form of in-depth investigation into the businesses and

affairs or the prospects of the Company, China First Tractor or any of their respective subsidiaries and

associates.
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LETTER FROM THE INDEPENDENT BOARD COMMITTEE

FIRST TRACTOR COMPANY LIMITED
E—RHBIEREBROERLS

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

9th July 2001
To the Shareholders
Dear Sir or Madam,

We refer to the circular (the “Circular”) dated 9th July 2001 of First Tractor Company Limited, of which
this letter forms a part. The terms used in the Circular shall have the same meanings in this letter unless the

context otherwise requires.

As independent non-executive Directors who are independent of the parties to the Ongoing Connected
Transactions, we have been appointed by the Board to advise you as to whether, in our opinion, the terms of
the Renewal Agreements and the Supplementary Agreements and the Ongoing Connected Transactions

contemplated thereunder are fair and reasonable so far as the Shareholders as a whole are concerned.

We wish to draw your attention to the letter from the Board, as set out in pages 4 to 23 of the Circular, and
the letter from Deloitte, as set out on pages 25 to 31 of the Circular, both of which provide details of the
Renewal Agreements, the Supplementary Agreements and the Ongoing Connected Transactions
contemplated thereunder. Having considered the opinion given by Deloitte and the principal factors and
reasons taken into consideration by them in arriving at their opinion, we are of the opinion that the Ongoing
Connected Transactions are in the best interests of the Company and the Shareholders of the Company as a
whole and the terms of the Renewal Agreements and the Supplementary Agreements are fair and reasonable
as far as the Shareholders are concerned. Accordingly, we recommend the Independent Shareholders to vote
in favour of the ordinary resolutions which will be proposed at the EGM to approve the Renewal
Agreements, the Supplementary Agreements and the Ongoing Connected Transactions contemplated

thereunder.

Yours faithfully,
Mr. Lu Zhong Min Mr. Tao Xiang Mr. Chan Sau Shan, Gary
Independent non-executive Independent non-executive Independent non-executive

Director Director Director

Mr. Chen Zhi Mr. Hon Fang Ming
Independent non-executive Independent non-executive

Director Director
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10.

EGM

The purpose of this circular is to provide you with information relating to the Ongoing Connected
Transactions, to set out the letter of advice from Deloitte to the Independent Board Committee and
the recommendation and opinion of the Independent Board Committee in respect of the Ongoing
Connected Transactions, and to seek your approval at the EGM of the ordinary resolution to

implement the Ongoing Connected Transactions.

You will find on pages 35 to 370of this circular a notice of the EGM to be held on Friday, 24th August
2001 at 9:00 a.m. at No. 154 Jianshe Road, Luoyang, Henan Province, the PRC for the purpose of
considering and, if thought fit, passing the ordinary resolutions to approve the Ongoing Connected

Transactions and the resignation of Mr. Wang Wen Ding as Director of the Company.

A form of proxy for use at the EGM is enclosed. Whether or not you intend to attend, you are
requested to complete and return the accompanying form of proxy in accordance with the instructions
contained therein and return it to the Company’s registrar, Hong Kong Registrars Limited, situated at
2nd Floor, Vicwood Plaza, 199 Des Voeux Road Central, Central, Hong Kong as soon as possible and
in any event not less than 24 hours before the time appointed for holding such meeting (or any
adjourned meeting thereof). Completion and delivery of the form of proxy will not preclude you from

attending and voting in person at the EGM if you so desire.

OPINION OF THE INDEPENDENT BOARD COMMITTEE

Your attention is drawn to (i) the letter from the Independent Board Committee set out in this circular
which contains the opinion of the Independent Board Committee given to the Shareholders
concerning the Ongoing Connected Transactions; and (ii) the letter from Deloitte set out in this
circular which contains the opinion of Deloitte given to the Independent Board Committee in relation
to the Ongoing Connected Transactions and the principal factors and reasons considered by Deloitte

in arriving at its opinion.

ADDITICGNAL INFORMATION

Your attention is drawn to the general information set out in Appendix I to this circular.

Yours faithfully,
For and on behalf of
First Tractor Company Limited
Fang Gang

Chairman
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4)

)

(6)

(7N

The independent non-executive Directors of the Company shall review the Ongoing Connected
Transactions annually, and confirm in the Company’s annual report for each financial year that
the Ongoing Connected Transactions have been conducted in the manner as stated in paragraph

(1) above and comply with the relevant annual cap referred to in paragraph (2) above.

The auditors of the Company (the “Auditors”) shall review the Ongoing Connected
Transactions annually and provide the Board with a letter (the “Auditors’ Letter”) in respect of
the Ongoing Connected Transactions which took place in each of the relevant financial years.
The Auditors’ Letter is to be addressed to the Directors, a copy of which is to be provided by
the Company to the Stock Exchange.

The Auditors’ Letter must state whether or not:-

(a)  the Ongoing Connected Transactions have received the approval of the Board;

(b)  the Ongoing Connected Transactions are in accordance with the pricing policies as

stated in the Company’s financial statements;

©) the Ongoing Connected Transactions have been entered into in accordance with the

terms of the agreements governing such transactions;

(d) the value of the Ongoing Connected Transactions does not exceed the relevant annual

cap referred to in paragraph (2) above.

Where, for whatever reasons, the Auditors decline to accept the engagement or are unable to
provide the Company with the Auditors’ Letter, the Company shall contact the Stock Exchange

immediately.

The Company and the connected persons (as defined in the Listing Rules) to the Ongoing
Connected Transactions will undertake to provide the Company’s Auditors with full access to
their relevant records to the Group for the purpose of the auditors’ review of the Ongoing

Connected Transactions.

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than as at the date of the granting of the waiver on transactions of the kind to
which the Ongoing Connected Transactions belong, the Company must take immediate steps

to ensure compliance with such requirements within reasonable time.
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WAIVER CONDITIONS

Given the original waiver does not apply to the connected transactions contemplated under the
original agreements, the Company will, subject to the Renewal Agreements and the Supplementary
Agreements and the Ongoing Connected Transactions contemplated thereunder being approved by the
Independent Shareholders at the EGM in which China First Tractor and its associates (as defined in
the Listing Rules) will abstain from voting, apply to the Stock Exchange to grant a new waiver to the
Company from compliance with the relevant ongoing disclosure requirements of the Listing Rules
regarding connected transactions in respect of the Ongoing Connected Transactions contemplated
under the Renewal Agreements and the Supplementary Agreements during the renewed term or the

extended term (as the case may be).

The Stock Exchange has indicated that upon approval of the Renewal Agreements and the
Supplementary Agreements and the Ongoing Connected Transactions contemplated thereunder by the
Independent Shareholders at the EGM, a waiver will be granted to the Company from compliance
with the relevant ongoing disclosure requirements of the Listing Rules regarding connected
transactions in respect of the Ongoing Connected Transactions, subject, however, to the following

conditions:-
(1)  The Ongoing Connected Transactions will be:-
(a) entered into in the ordinary and usual course of the business of the Company;

(b)  conducted on normal commercial or, if there is not sufficient comparable transactions to
judge whether they are on normal commercial terms, on terms no less favourable than

terms available to or from independent third parties as appropriate; and

(c)  in accordance with the relevant agreements on terms that are fair and reasonable so far

as the Shareholders are concerned and in the interest of the company as a whole.

(2)  The aggregate value of each of the Ongoing Connected Transactions contemplated under the
Renewal Agreements and the Supplementary Agreements in each financial year shall not
exceed the relevant cap amount respectively described above on the basis of the Group’s
turnover or the audited book value of the net tangible assets of the Group (as the case may be)

as disclosed in the Company’s latest published audited accounts or consolidated accounts.

(3)  The details of the Ongoing Connected Transactions as required under Rule 14.25(1)(A) to (D)

of the Listing Rules will be disclosed in the Company’s annual reports.
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REASONS FOR THE ONGOING CONNECTED TRANSACTIONS

The Renewal Agreements and the Supplementary Agreements have been entered into between the
Company and/or its subsidiaries with the connected persons (as defined under the Listing Rules) for
maintaining the normal operation of the Company in the manufacture of crawler and wheeled
agricultural tractors, and providing such manufacturing and ancillary facilities and services which the
Company may reasonably request in carrying out its business. The Directors take the view that the
Renewal Agreements and the Supplementary Agreements have been entered into in the ordinary
course of business of the Company, on normal commercial terms and on terms which are fair and
reasonable to and are in the best interest of the Company and its Shareholders taken as a whole

having regard to the circumstances in which the agreements were entered into.

APPROVAL BY THE INDEPENDENT SHAREHOLDERS

China First Tractor and its associates (as defined in the Listing Rules) beneficially owns
approximately 57.32% of the issued share capital of the Company. YCMC JV and YBM are the
subsidiaries of the Company. Accordingly, for the purpose of the Listing Rules, the transactions
contemplated under the Renewal Agreements and the Supplementary Agreements constitute
connected transactions to the Company and may only proceed with the approval of the Independent
Shareholders.

In view of China First Tractor’s interests in the transactions, the Independent Board Committee
comprising Messrs. Lu Zhong Min, Tao Xiang, Chan Sau Shan, Gary, Chen Zhi and Hon Fang Ming
has been appointed to give recommendation to the Independent Shareholders in this connection.
Deloitte, independent of and not connected with any director, supervisor, chief executive or
substantial shareholder of the Company or any of its subsidiaries or an associate (as defined in the
Listing Rules) of any of them, has also been appointed as independent financial adviser to give advice
to the Independent Board Committee on its recommendation to the Independent Shareholders

concerning the transactions.

An ordinary resolution will be proposed to approve the transactions contemplated under the Renewal
Agreements and the Supplementary Agreements at the EGM. In view of China First Tractor’s
interests in the transactions, China First Tractor and its associates (as defined in the Listing Rules)

will abstain from voting at the EGM.
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agreed that the consideration for the services that it supplies to YBM will not be higher than the
consideration paid to it by other independent third parties. Based on the Company’s trade records in
the previous years as shown in the audited statements and in view of the Company’s actual needs in
its ordinary course of business, the Directors expect that in each coming year the amount of service
fees charged by China First Tractor to YBM will not exceed 3% of the audited book value of the net

tangible assets of the Group.

According to the management of the Company, none of the aggregate fees or amounts in respect of
the respective transactions contemplated under the respective agreements as mentioned above has
exceeded their respective caps permitted under the previous waiver granted by the Stock Exchange in
each relevant year. It is expected that the aggregate fees or amounts in respect of these transactions

will not exceed their respective caps in the future.

Conditional upon the Renewal Agreements and the Supplementary Agreements and the respective
transactions contemplated thereunder being approved by the Independent Shareholders at the EGM,
in which China First Tractor and its associates (as defined in the Listing Rules) will abstain from
voting, the new term of the respective Renewal Agreements shall be deemed to have taken effect from
8th May 2001 to 7th May 2004 and the amended term of the respective Supplementary Agreements
will be extended to expire on 7th May 2004 whilst all other terms and conditions of the respective
original agreements will remain the same. An Independent Board Committee has been appointed to
advise the Independent Shareholders on the terms of the Renewal Agreements and the Supplementary
Agreements and the respective transactions contemplated thereunder. Deloitte has been appointed as

independent financial adviser to advise the Independent Board Committee on the same.

CONDITIONS

The Renewal Agreements and the Supplementary Agreements shall only take effect or be deemed to

have taken effect upon satisfactory fulfillment of the following conditions:—

(1)  the approval of the Renewal Agreements and the Supplementary Agreements and the Ongoing
Connected Transactions contemplated thereunder by the Independent Shareholders at the
EGM, in which China First Tractor and its associates (as defined in the Listing Rules) will

abstain from voting;

(2)  the grant of a waiver by the Stock Exchange from compliance with the relevant ongoing
disclosure requirements of the Listing Rules regarding connected transactions in respect of the
Ongoing Connected Transactions contemplated under the Renewal Agreements and the

Supplementary Agreements.
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The Composite Services Agreement 3. A conditional Supplemental Agreement dated 31st May 2001
has been entered into by and between China First Tractor and YBM to amend the Composite Services
Agreement 3 dated 21st September 1998 made by the same parties, pursuant to which China First
Tractor and YBM have agreed to extend the term of the Composite Services Agreement 3 from 8th
October 2002 to 7th May 2004, whilst other terms and conditions of the Composite Services
Agreement 3 shall remain the same. Under the Composite Services Agreement 3, China First Tractor
has agreed to provide, or to procure the provision of, certain welfare and supporting services,
including spare parts packaging services, medical and health related services, nursery and educational
services to the children of YBM’s staff, and occupational training services to YBM’s staff. It should
be noted that the pricing in respect of welfare and supporting services contemplated under the
Composite Services Agreement 3 is determined by reference to the State Price or if there is no
applicable State Price for any such service, the market price or the agreed price which is not
exceeding the price charged in the immediate preceding year increased by a percentage not exceeding
a percentage equal to the percentage increase in the consumer price index for Luoyang (which is the
official measurement of inflation in Luoyang) for the immediately preceding year announced by the
Statistics Bureau of Luoyang, whichever is lower. The grant of a waiver to the Company by the Stock
Exchange was made subject to the aggregate consideration in respect of the services provided not
exceeding 3% of the audited book value of the net tangible assets of the Group in each relevant year.
For each of the three years ended 31st December 2000, the amount of service fees charged by China

First Tractor to YBM were approximately as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

i92§ 1999 2000

net tangible assets of the Group 2,358,940 2,397,453 2,226,131
amount of service fees charged by

China First Tractor to YBM 517 2,513 2,285

as a percentage of the net tangible assets of the Group 0.02% 0.10% 0.10%

As indicated above, the amount of service fees charged by China First Tractor to YBM were within
the cap amount, namely not exceeding 3% of the net tangible assets of the Group in the relevant year,
permitted by the Stock Exchange under the previous waiver. The Directors are of the view that the
Supplementary Agreement to the Composite Services Agreement 3 has been entered into in the
ordinary course of business of the Company and its Shareholders taken as a whole having regard to

the circumstances in which the Supplementary Agreement is entered into. China First Tractor has
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As indicated above, the service fees charged by China First Tractor to the Company were within the
cap amount, namely not exceeding 7% of the total amount of the Company’s expenses in each
relevant year, permitted by the Stock Exchange under the previous waiver. The Directors are of the
view that the Supplementary Agreement to the Energy Supply Services Agreement has been entered
into in the ordinary course of business of the Company on terms which are fair and reasonable to the
Company and its Shareholders taken as a whole having regard to the circumstances in which the
Supplementary Agreement is entered into. The percentages of the amounts of service fees charged by
China First Tractor to the Company expressed by reference to the Company’s total amount of annual
expenses, if compared against expression of the same by reference to the Group’s turnover, would

have been as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

amount of service fees charged by

China First Tractor to the Company 68,234 65,701 52,628
annual turnover of the Group 2,703,563 2,865,137 1,997,314
as a percentage of the annual turnover of the Group 2.52% 2.29% 2.63%
by comparison with percentage expression of the

amount of service fees by reference to the total amount

of annual expenses of the Company -0.47% -0.63% -0.74%

Given the relevance and nearness of the expressions of the amounts of service fees by reference to the
amounts of the Company’s annual total expenses and the Group’s turnover as shown above, which is
less than 1% in each of the relevant year, and in view of the Company’s actual needs in its ordinary
course of business, the Directors have decided to use the Group’s turnover as a cap basis and expect
that in each coming year the service fees in respect of energy supplies charged by China First Tractor

to the Company will be slightly adjusted to not exceeding 6% of the Group’s turnover.
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The Energy Supply Services Agreement. A conditional Supplemental Agreement dated 31st May
2001 has been entered into by and between China First Tractor and the Company to amend the
Energy Supply Services Agreement dated 6th June 1997 made by the same parties, pursuant to which
China First Tractor and the Company have agreed to extend the term of the Energy Supply Services
Agreement for a further 2 years, i.e., the expiry date will be extended from 7th May 2002 to 7th May
2004, whilst other terms and conditions of the Energy Supply Services Agreement shall remain the
same. Under the Energy Supply Services Agreement, China First Tractor has agreed to supply the
energy, including electricity, gas, oxygen, water, heat, compressed air, acetylene and steam, to the
Company. It should be noted that the pricing in respect of utilities contemplated under the Energy
Supply Services Agreement is determined by reference to the State Price or if there is no applicable
State Price for any such service, the market price or the agreed price which is not exceeding the price
charged in the immediate preceding year increased by a percentage not exceeding a percentage equal
to the percentage increase in the consumer price index for Luoyang (which is the official
measurement of inflation in Luoyang) for the immediately preceding year announced by the Statistics
Bureau of Luoyang, whichever is lower. China First Tractor has agreed that the consideration for the
services that it supplies to the Company will not be higher than the consideration paid to it by other
independent third parties. The grant of a waiver to the Company by the Stock Exchange was made
subject to the aggregate fees for services provided under this agreement not exceeding 7% of the
Company’s total expenses in each relevant year. For the three years ended 31st December 2000, the
amounts of service fees charged by China First Tractor to the Company were approximately as

follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000
amount of service fees charged by
China First Tractor to the Company 68,234 65,701 52,628
total amount of annual expenses of the Company 2,282,644 2,249,434 1,563,516
as a percentage of the Company’s total amount
of annual expenses 2.99% 2.92% 3.37%
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price). The grant of a waiver to the Company has been made subject to the aggregate fees for the
project, management and procurement services rendered and to be rendered not exceeding 3% of the
net tangible assets of the Company, subject to such adjustments as may be permitted by Rule 14.04(6)
of the Listing Rules. For the three years ended 31st December 2000, the fees for the project

management and procurement services rendered were approximately as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

L9_9_8 1999 2000

net tangible assets of the Company 2,351,985 2,361,876 2,214,566
amount of service fees charged by

China First Tractor to the Company 1,156 1,156 Nil

as a percentage of the net tangible assets of the Company 0.05% 0.05% Nil

As indicated above, the amount of service fees charged by China First Tractor to the Company were
within the cap amount, namely not exceeding 3% of the net tangible assets of the Company in each
relevant year (save and except the year 2000 where the relevant projects, though completed, were still
subject to inspection and satisfactory acceptance by the Company and hence no services fees have yet
been paid to China First Tractor), permitted by the Stock Exchange under the previous waiver. The
Directors are of the view that the Supplementary Agreement to the Projects Construction and
Installation Contracting Agreement has been entered into in the ordinary course of business of the
Company on terms which are fair and reasonable to the Company and its Shareholders taken as a
whole having regard to the circumstances in which the Supplementary Agreement is entered into.
Based on the Company’s trade records in the previous years as shown in the audited statements and in
view of the Company’s actual needs in its ordinary course of business, the Directors expect that in
each coming year the aggregate fees for the project, management and procurement services rendered
and to be rendered by China First Tractor will not exceed 3% of the audited book value of the net

tangible assets of the Group.
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For reference purpose, the percentages of the values of the transactions made under this Composite
Services Agreement 2, if expressed by reference to the net tangible assets of the Group, would have

been as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

_1% 1999 2000

net tangible assets of the Group 2,358,940 2,397,453 2,226,131
amount of service fees charged by

China first Tractor to YCMC JV 5,470 5,363 6,302

as a percentage of the net tangible assets of the Group 0.23% 0.22% 0.28%

Based on the Company’s trade records in the previous years as shown in the audited statements and in
view of the Company’s actual needs in its ordinary course of business, the Directors expect that in
each coming year the annual aggregate consideration for services provided by China First Tractor to

YCMC JV will not exceed 3% of the audited book value of the net tangible assets of the Group.

The Projects Construction and Installation Contracting Agreement. A conditional Supplementary
Agreement dated 31st May 2001 has been entered into by and between the Company and China First
Tractor to amend the Projects Construction and Installation Contracting Agreement dated 6th June
1997 made by the same parties, pursuant to which the Company and China First Tractor have agreed
to extend the term of the Projects Construction and Installation Contracting Agreement for a further 2
years, i.e., the expiry date will be extended from 7th May 2002 to 7th May 2004, whilst other terms
and conditions of the Projects Construction and Installation Contracting Agreement shall remain the
same. Under the Projects Construction and Installation Contracting Agreement, China First Tractor
has agreed to handle and/or to complete the construction and technology projects contemplated
thereunder for the Company. China First Tractor has also agreed that the fee charged to the Company
for the project management and procurement services rendered and to be rendered will not be higher

than the fee charged by third parties for the same services at the time the fee is fixed (i.e., the market
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The Composite Services Agreement 2. A conditional Renewal Agreement dated 31st May 2001 has
been entered into by and between China First Tractor and YCMC JV to renew the Composite Services
Agreement 2 dated 6th June 1997 made by the same parties, pursuant to which China First Tractor
and YCMC JV have agreed to renew the term of the Composite Services Agreement 2 for another 3
years commencing from 8th May 2001 and expiring on 7th May 2004, whilst other terms and
conditions of the Composite Services Agreement 2 shall remain the same. Under the Composite
Services Agreement 2, China First Tractor has agreed to provide, or to procure the provision of,
certain welfare and supporting services, including nursery service, medical care service and public
order service, etc., to YCMC JV. It should be noted that the pricing in respect of welfare and
supporting services contemplated under the Composite Services Agreement 2 is determined by
reference to the State Price or if there is no applicable State Price for any such service, the market
price or the agreed price which is not exceeding the price charged in the immediate preceding year
increased by an agreed percentage not exceeding a percentage equal to the percentage increase in the
consumer price index for Luoyang (which is the official measurement of inflation in Luoyang) for the
immediately preceding year announced by the Statistics Bureau of Luoyang, whichever is lower. For
each of the three years ended 31st December 2000, the values of the transactions made under this

Composite Services Agreement 2 were approximately as follows:—

For the 3 years ended
31st December 2000 (RMB’000)
1998 1999 2000

amount of service fees charged by
China First Tractor to YCMC JV 5,470 5,363 6,302

As indicated above, the amounts of service fees charged by China First Tractor to YCMC JV were
within the criteria prescribed by the Stock Exchange under the previous waiver, namely the
consideration for services charged by China First Tractor to YCMC JV would not exceed the price
charged in the immediate preceding year or be increased by an agreed percentage equal to the
percentage increase in the Luoyang consumer price index. In any event, such charges will not be
higher than the consideration for services provided by China First Tractor to other independent third
parties who are independent of and not connected with any Director, supervisor, chief executive or
substantial shareholder of the Company or any of its subsidiaries or an associate of any of them. The
Directors are of the view that the Renewal Agreement in respect of the Composite Services
Agreement 2 has been entered into in the ordinary course of business of the Company on terms which
are fair and reasonable to the Company and its Shareholders taken as a whole having regard to the

circumstances in which the Renewal Agreement is entered into.
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The Materials Supply Agreement 2. A conditional Renewal Agreement dated 31st May 2001 has
been entered into by and between China First Tractor and YCMC JV to renew the Materials Supply
Agreement 2 dated 6th June 1997 made by the same parties, pursuant to which China First Tractor
and YCMC JV have agreed to renew the term of the Materials Supply Agreement 2 for another 3
years commencing from 8th May 2001 and expiring on 7th May 2004, whilst other terms and
conditions of the Materials Supply Agreement 2 shall remain the same. Under the Materials Supply
Agreement 2, both China First Tractor and YCMC JV have agreed to supply each other the goods,
including raw materials or spare parts and components, which they need for production of tractors. It
should be noted that the pricing in respect of raw materials and components contemplated under the
Materials Supply Agreement 2 is determined by reference to the State Price or if there is no
applicable State Price for any such material or component, the market price or the agreed price which
is not exceeding the price charged in the immediate preceding year increased by a percentage not
exceeding a percentage equal to the percentage increase in the consumer price index for Luoyang
(which is the official measurement of inflation in Luoyang) for the immediately preceding year
announced by the Statistics Bureau of Luoyang, whichever is lower. For each of the three years ended
31st December 2000, the values of the transactions made under the Materials Supply Agreement 2
were approximately as follows:—
For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

net tangible assets of the Company 2,351,985 2,361,876 2,214,566
amount of raw materials and components provided by

China First Tractor to YCMC JV 68,436 49,056 38,280

as a percentage of the net tangible assets of the Company 2.91% 2.08% 1.73%
amount of raw materials and components provided by

YCMC JV to China First Tractor 848 2,945 1,210

as a percentage of the net tangible assets of the Company 0.04% 0.12% 0.05%

As indicated above, the annual aggregate values of the transactions were within the cap amount,
namely not exceeding 3% of the net tangible assets of the Company, permitted by the Stock Exchange
under the previous waiver. The Directors are of the view that the Renewal Agreement in respect of the
Materials Supply Agreement 2 has been entered into in the ordinary course of business of the
Company on terms which are fair and reasonable to the Company and its Shareholders taken as a
whole having regard to the circumstances in which the Renewal Agreement is entered into. Based on
the Company’s trade records in the previous years as shown in the audited statements and in view of
the Company’s actual needs in its ordinary course of business, the Directors expect that in each
coming year the annual aggregate consideration made under this agreement will not exceed 3% of the

aundited book value of the net tangible assets of the Group in each relevant year.
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components from China First Tractor by the Company and for the sales of raw materials and
components by the Company to China First Tractor expressed by reference to the total amount of
annual purchases and annual turnover of the Company, if compared against expressions of the same

by reference to the Group’s turnover, would have been as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

amount of raw materials and components purchased from

China First Tractor by the Company 292,703 243,962 140,765
annual turnover of the Group 2,703,563 2,865,137 1,997,314
as a percentage of the annual turnover of the Group 10.83% 8.51% 7.05%
by comparison with percentage expression of the

values of purchases by reference to the total amount

of purchases of raw materials

and components by the Company -7.31% -9.17% -10.24%
amount of raw materials and components sold

by the Company to China First Tractor 207,866 183,963 120,385
annual turnbver of the Group 2,703,563 2,865,137 1,997,314
as a percentage of the annual turnover of the Group 7.69% 6.42% 6.03%
by comparison with percentage expression of the

values of sales by reference to the annual turnover

of the Company -1.02% -1.92% -2.56%

As indicated from the above, the amount of the annual turnover of the Group is much larger than that
of the Company’s. Having regard to the trade records of the Company in previous years, and in view
of the Company’s actual needs in its ordinary course of business, the Directors expect that in each
coming year the consideration for the purchase of parts and components from China First Tractor by
the Company will be adjusted to not exceeding 17% of the Group’s turnover whilst the consideration
for the sale of such parts and components by the Company to China First Tractor will not exceed 10%

of the Group’s turnover.
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which is not exceeding the price charged in the immediate preceding year increased by a percentage
not exceeding a percentage equal to the percentage increase in the consumer price index for Luoyang
(which is the official measurement of inflation in Luoyang) for the immediately preceding year
announced by the Statistics Bureau of Luoyang, whichever is lower. For each of the three years ended
31st December 2000, the values of the transactions made under the Materials Supply Agreement 1

were approximately as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

amount of raw materials and components purchased

from China First Tractor by the Company 292,703 243,962 140,765
amount of annual total purchases of raw materials and

components by the Company 1,613,520 1,379,959 814,215
as a percentage of the total amount of

annual purchases of the Company 18.14% 17.68% 17.29%
amount of raw materials and components

sold by the Company to China First Tractor 207,866 183,963 120,385
annual turnover the Company 2,386,981 2,205,493 1,402,059
as a percentage of the annual turnover of the Company 8.71% 8.34% 8.59%

As indicated above, the values of the transactions were within the cap amounts permitted by the
Stock Exchange under the previous waiver, namely the consideration for the purchase of parts and
components from China First Tractor by the Company would not exceed 35% of the Company’s
annual total purchases of raw materials and components in each relevant year whilst the consideration
for the sale of such parts and components by the Company to China First Tractor would not exceed
10% of the Company’s turnover in each relevant year. The Directors are of the view that the Renewal
Agreement in respect of the Materials Supply Agreement 1 has been entered into in the ordinary
course of business of the Company on terms which are fair and reasonable to the Company and its
Shareholders taken as a whole having regard to the circumstances in which the Renewal Agreement is

entered into. The percentages of the values of the transactions for purchases of raw materials and
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The Import and Export Agency Agreement. A conditional Renewal Agreement dated 31st May
2001 has been entered into by and between the Company and YTOI to renew the Import and Export
Agency Agreement dated 6th June 1997 made by the same parties, pursuant to which the Company
and YTOI have agreed to renew the term of the Import and Export Agency Agreement for another 3
years commencing from 8th May 2001 and expiring on 7th May 2004, whilst other terms and
conditions of the Import and Export Agency Agreement shall remain the same. Under the Import and
Export Agency Agreement, YTOI has agreed to accept the appointment of the Company (o act as its
agent to export the Company’s products or import the goods, including raw materials or spare parts
and fittings, which are required by the Company for the production of tractors. Pursuant to the waiver
granted by the Stock Exchange, the fees charged by YTOI to the Company for import and export
services provided should not exceed 2% of the invoiced value of the goods imported or exported in
each relevant year. For the three years ended 31st December 2000, the value of the invoiced value of
the goods imported or exported was zero, i.e., the Company has not paid any service fees to YTOI,
given there has been no imported purchases and export sales through YTOI. Notwithstanding the
aforesaid, in view of the imminence of the PRC joining the World Trade Organization and the
Company’s potential trade development in the international market, the Directors expect that in each
coming year the fees incurred for services rendered by YTOI will not exceed 1% of the Group’s
turnover, provided that the Group’s turnover does not exceed RMB3,000,000,000. In situation where
the Group’s turnover exceeds RMB3,000,000,000, the fees incurred for services rendered by YTOI1
will be adjusted to not exceeding 0.8% thereof, although there is no comparison figures available in

respect of the proposed cap amounts above.

The Materials Supply Agreement 1. A conditional Renewal Agreement dated 31st May 2001 has
been entered into by and between China First Tractor and the Company to renew the Materials
Supply Agreement 1 dated 6th June 1997 made by the same parties, pursuant to which China First
Tractor and the Company have agreed to renew the term of the Materials Supply Agreement 1 for
another 3 years commencing from 8th May 2001 and expiring on 7th May 2004, whilst other terms
and conditions of the Materials Supply Agreement 1 shall remain the same. Under the Materials
Supply Agreement 1, China First Tractor and the Company have agreed to supply to each other the
goods, including raw materials or spare parts and components, which they need for the production of
tractors. It should be noted that the pricing in respect of raw materials and components contemplated
under the Materials Supply Agreement 1 is determined by reference to the State Price or if there is no

applicable State Price for any such raw material or component, the market price or the agreed price
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As indicated above, the service fees charged by China First Tractor to the Company were within the
cap amount, namely not exceeding 4% of the total expenses of the Company in each of the relevant
years, permitted by the Stock Exchange under the previous waiver. The Directors are of the view that
the Renewal Agreement in respect of the Composite Services Agreement 1 has been entered into in
the ordinary course of business of the Company on terms which are fair and reasonable to the
Company and its Shareholders taken as a whole having regard to the circumstances in which the
Renewal Agreement is entered into. The percentages of the amounts of service fees charged by China
First Tractor to the Company expressed by reference to the Company’s total amount of annual
expenses, if compared against expression of the same by reference to the Group’s turnover, would

have been as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

amount of service fees charged by

China First Tractor to the Company 58,640 49,738 49,159
annual turnover of the Group 2,703,563 2,865,137 1,997,314
as a percentage of the annual turnover of the Group 2.17% 1.74% 2.46%
by comparison with percentage expression of

the amount of service fees by reference to the

total amount of annual expenses of the Company -0.40% -0.47% -0.68%

Given the relevance and nearness of the expression of the amounts of service fees by reference to the
Company’s total amount of annual expenses and the Group’s turnover as shown above, which was
less than 1% in each of the relevant year, and in view of the Company’s actual needs in its ordinary
course of business, the Directors have decided to use the Group’s turnover as a cap basis and expect
that in each coming year the amount of service fees charged by China First Tractor to the Company

will not exceed 4% of the Group’s turnover.
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Upon expiry of the term of the original agreements and upon signing the Supplementary Agreements,
the original waiver granted by the Stock Exchange in respect of the connected transactions
contemplated thereunder has ceased to apply. In view of their relationship as described above, the
transactions contemplated under the Renewal Agreements and the Supplementary Agreements
constitute connected transactions under the Listing Rules and require, among others, approval of the
Independent Shareholders at the EGM, in which China First Tractor and its associates (as defined in

the Listing Rules) will abstain from voting.
A brief summary of the Renewal Agreements and the Supplementary Agreements is set out below:-

The Composite Services Agreement 1. A conditional Renewal Agreement dated 31st May 2001 has
been entered into by and between the Company and China First Tractor to renew the Composite
Services Agreement 1 dated 6th June 1997 made by the same parties, pursuant to which the Company
and China First Tractor have agreed to renew the term of the Composite Services Agreement 1 for
another 3 years commencing from 8th May 2001 and expiring on 7th May 2004, whilst other terms
and conditions of the Composite Services Agreement 1 shall remain the same. Under the Composite
Services Agreement 1, China First Tractor has agreed to provide, or to procure the provision of,
certain welfare and supporting services, including but not limited to catering service, cleaning
service, nursery service, medical care service, sport facilities, storage service and hoisting and
transport services, etc., to the Company. It should be noted that the pricing in respect of welfare and
supporting services contemplated under the Composite Services Agreement 1 is determined by
reference to the State Price or if there is no applicable State Price for any such service, the market
price or the agreed price which is not exceeding the price charged in the immediate preceding year
increased by a percentage not exceeding a percentage equal to the percentage increase in the
consumer price index for Luoyang (which is the official measurement of inflation in Luoyang) for the
immediately preceding year announced by the Statistics Bureau of Luoyang, whichever is lower. For
each of the three years ended 31st December 2000, the amounts of the service fees charged by China

First Tractor to the Company were approximately as follows:—

For the 3 years ended
31st December 2000 (RMB’000)

1998 1999 2000

amount of service fees charged by
China First Tractor to the Company 58,640 49,738 49,159
total amount of annual expenses of the Company 2,282,644 2,249,434 1,563,516

as a percentage of the total amount of

annual expenses of the Company
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(2)  The import and export agency agreement dated 6th June 1997 entered into between the
Company and YTOI, which expired on 7th May 2001 (the “Import and Export Agency

Agreement”);

(3)  The materials supply agreement dated 6th June 1997 entered into between the Company and
China First Tractor, which expired on 7th May 2001 (the “Materials Supply Agreement 17);

(4)  The materials supply agreement dated 6th June 1997 entered into between China First Tractor
and YCMC JV, which expired on 7th May 2001 (the “Materials Supply Agreement 2”);

(5)  The composite services agreement dated 6th June 1997 entered into between China First
Tractor and YCMC JV, which expired on 7th May 2001 (the “Composite Services Agreement
2’3);

(6)  The projects construction and installation contracting agreement dated 6th June 1997 entered
into between the Company and China First Tractor, which would expire on 7th May 2002 (the

“Projects Construction and Installation Contracting Agreement”);

(7)  The energy supply services agreement dated 6th June 1997 entered into between the Company
and China First Tractor, which would expire on 7th May 2002 (the “Energy Supply Services

Agreement”);

(8)  The composite services agreement dated 21st September 1998 entered into between China
First Tractor and YBM, which would expire on 8th October 2002 (the “Composite Services
Agreement 37).

The connected transactions contemplated under (i) the Composite Services Agreement 1, (ii) the
Import and Export Agency Agreement, (iii) the Materials Supply Agreement 1, (iv) the Materials
Supply Agreement 2, (v) the Composite Services Agreement 2, (vi) the Projects Construction and
Installation Contracting Agreement, (vii) the Energy Supply Services Agreement, and (viii) the

Composite Services Agreement 3, are collectively referred to as “Ongoing Connected Transactions”.

INFORMATION ON THE RENEWAL AGREEMENTS AND THE SUPPLEMENTARY
AGREEMENTS AND THE ONGOING CONNECTED TRANSACTIONS CONTEMPLATED
THEREUNDER

The Company and its subsidiaries have entered into the Renewal Agreements to renew the term of
five of the agreements in respect of the Ongoing Connected Transactions, and the Supplementary
Agreements to extend the term of three of the agreements in respect of the Ongoing Connected

Transactions.
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The Company was incorporated on 8th May 1997. The H Shares of the Company was listed on the
Main Board on 23rd June 1997. The Company is principally engaged in the manufacture, distribution
and sale of crawler tractors of 70-120 horsepower and wheeled agricultural tractors of 15-18
horsepower in the PRC. The major raw materials and parts and components required by the Company
include metallurgical products such as steel, pig iron and mechanical and other components such as
engines and tyres. Substantially all of the raw materials and components used by the Company are
sourced from PRC suppliers with China First Tractor being the largest supplier. The Company relies
on China First Tractor for, among others, the procurement of certain parts and components such as
tractor frames, tractor cabs, floor assemblies, top sheet guards, front axles, steering gears and

longitudinal pull rods that are used in the manufacture of tractors.

China First Tractor is a company incorporated in the PRC with limited liability, which owns
approximately 57.32% of the issued share capital of the Company and is the controlling shareholder
of the Company and a connected person of the Company under the Listing Rules. YCMC JV is a
sino-foreign equity joint venture, the registered capital of which is owned as to 51% by BCM (which
is owned as to 90.1% by the Company) and 49% by the Company, and is therefore a subsidiary of the
Company. YBM is a sino-foreign equity joint venture, the registered capital of which is owned as to
51% by BCM (which is owned as to 90.1% by the Company) and 49% by the Company, and is
likewise a subsidiary of the Company. YTOI is a wholly-owned subsidiary of China First Tractor. In
view of their relationship, the transactions disclosed in (a) the prospectus of the Company dated 11th
June 1997, which were entered into on 6th June 1997 by and between the Company and China First
Tractor, the Company and YTOI, and China First Tractor and YCMC ]V, respectively, and (b) the
circular of the Company dated 13th November 1998, which was entered into on 21st September 1998
by and between China First Tractor and YBM, constituted connected transactions under the Listing
Rules. Given the ongoing nature of the connected transactions, the Company previously applied to
the Stock Exchange in 1997 and 1998, respectively, for the grant of, and has been subsequently
granted, a waiver from compliance with the relevant ongoing disclosure requirements of the Listing

Rules in respect of these transactions.
ONGOING CONNECTED TRANSACTIONS

Out of the eight agreements regarding the connected transactions which are continuing transactions,
five of which expired on 7th May 2001, two of which would expire on 7th May 2002, and one of
which would expire on 8th October 2002. The eight agreements constituting connected transactions

under the Listing Rules are set out below:-

(1)  The composite services agreement dated 6th June 1997 entered into between China First
Tractor and the Company, which expired on 7th May 2001 (the “Composite Services

Agreement 17);
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9th July 2001

To the Shareholders

CONNECTED TRANSACTIONS

1. INTRODUCTION

The Directors announced on 19th June 2001 that the Company and its subsidiaries have respectively
entered into five conditional Renewal Agreements and three conditional Supplementary Agreements
on 31st May 2001 with the relevant parties to renew and amend (as the case may be) the agreements
made on 6th June 1997 and 21st September 1998, respectively, pursuant to which the Company and
its subsidiaries and the relevant parties have conditionally agreed to renew the term of five of these
agreements from 8th May 2001 to 7th May 2004, and to amend the term of three of these agreements
by extending it from 7th May 2002 and 8th Gctober 2002, respectively, to expire on 7th May 2004.




DEFINITIONS

“Stock Exchange”

“Supplementary

Agreement(s)”

“YBM”

“YCMC JV”

“YTOI”

The Stock Exchange of Hong Kong Limited

Supplementary Agreements mean the three conditional supplementary agreements
extending the term of (i) the Projects Construction and Installation Contracting
Agreement; (ii) the Energy Supply Services Agreement; and (iii) the Composite
Services Agreement 3, to expire on 7th May 2004, subject to fulfillment of the
Conditions, and Supplementary Agreement means any one of the conditional

supplementary agreements mentioned above

Yituo (Luoyang) Building Machinery Co., Ltd. (—fi({& B2 LMK AR L
Hl),a sino-foreign equity joint venture established on 29th December 1993, the
registered capital of which is owned as to 51% by BCM and 49% by the
Company

Yituo (Luoyang) Construction Machinery Co., Ltd. (—HE (/BB LIE# K H R
43 F]) (previously known as Yituo (Luoyang) Engineering Machinery Co., Ltd.
(—HOEB) TIEBM AR/ F)), a sino-foreign equity joint venture
established on 28th December 1993, the registered capital of which is owned as
to 51% by BCM and 49% by the Company

Yituo International Economic and Trade Company Limited (— # Bl R & B & 5
AR/ Fl), a wholly-owned subsidiary of China First Tractor




DEFINITIONS

“H Shares”

“Independent Board

Committee”

“Independent
Shareholders”

“Listing Rules”

“Latest Practicable Date”

“Main Board”

“pRC”

“Renewal Agreement(s)”

“RMB” or “Renminbi”

“SDI Ordinance”

“Shareholder(s)”

“Shares”

“State Price”

overseas listed foreign shares in the ordinary share capital of the Company, with
a nominal value of RMB1.00 each, which are listed on the Stock Exchange, and
subscribed for and traded in Hong Kong dollars

An independent committee of the Board comprising the independent non-
executive Directors, namely Lu Zhong Min, Tao Xiang, Chan Sau Shan, Gary,
Chen Zhi and Hon Fang Ming

Shareholders other than China First Tractor and its associates

the Rules Governing the Listing of Securities on the Stock Exchange

4th July 2001, being the latest practicable date prior to the printing of this

circular for ascertaining information contained in this circular

the main board of the Stock Exchange

the People’s Republic of China

Renewal Agreements mean the five conditional renewal agreements renewing the
term of (1) the Composite Services Agreement 1; (ii) the Import and Export Agency
Agreement; (iii) the Materials Supply Agreement 1; (iv) the Materials Supply
Agreement 2; and (v) the Composite Services Agreement 2, from 8th May 2001 to
7th May 2004, subject to fulfillment of the Conditions and Renewal Agreement
means any one of the conditional renewal agreements mentioned above

Renminbi, the lawful currency of the PRC

Securities (Disclosure of Interests) Ordinance, Cap. 396 of the Laws of Hong

Kong

holder(s) of Shares

state-owned legal person shares and H Shares

mandatory prices in respect of welfare and supporting services, raw materials

and components, and utilities set by the central government of the PRC




DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following

meanings:—

“associates”

“BCM”

“Board”

“China First Tractor”

“Company”

“Conditions”

“Deloitte”

“Director(s)”

“EGM”

“Group”

“Hong Kong”

has the same meaning ascribed to it under the Listing Rules;

Brilliance China Machinery Holdings Limited, a company incorporated under the

law of Bermuda and a subsidiary of the Company
the board of directors of the Company

China First Tractor Group Company Limited (P Bl — £ BEHFRE L 7))
(previously known as China First Tractor & Construction Machinery Corporation
(FEE—fh TS /A T)), a PRC company with limited lability and

the controlling shareholder of the Company

First Tractor Company Limited (8 —H 17 8 % {2 & [F /2 ), a joint stock
limited company incorporated under the PRC- Company Law

conditions upon fulfillment of which the Renewal Agreements and the

Supplementary Agreements shall take effect or be deemed to have taken effect
Deloitte & Touche Corporate Finance Limited, independent financial adviser to
the Independent Board Committee and an investment adviser registered under the
Securities Ordinance (Chapter 333 of the Laws of Hong Kong)

director(s) of the Company

an extraordinary general meeting of the Company to be convened to approve,
among others, the Renewal Agreements and the Supplementary Agreements and
the transactions contemplated thereunder and the resignation of one member of
the Board

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the People’s Republic of China
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The Board of Directors (the “Board”) of First Tractor Company Limited (the
“Company”) hereby announces the unaudited consolidated interim results of the
Company and its subsidiaries (collectively the “Group”) for the six months ended 30
June 2001, together with the comparative figures for the corresponding period in 2000.
The condensed consoclidated interim financial statements are unaudited, but have been
reviewed by the Company’s audit committee.

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

(Prepared in accordance with Hong Kong accounting standards)

For the six months ended 30 June

2001 2000
Notes (Unaudited) (Unaudited)-
RMB’000 RMB’000
TURNOVER 2 912,170 1,027,634
Cost of sales (795,477) (912,456)
Gross profit 116,693 115,178
Other revenue 39,581 34,043
Selling expenses (38,739) (58,379)
Administrative expenses (103,922) (110,358)
Other operating expenses (43,008) (69,466)
LOSS FROM OPERATING
ACTIVITIES 2,3 (29,395) (88,982)
Finance costs (11,851) (9,809)
Share of profits/(losses) of associates _ 15 967)
Share of profit of a jointly-controlled entity 1,424 780
LOSS BEFORE TAX (39,807) (98,978)
Tax ' 4 (4,912) (3,781)
LOSS BEFORE MINORITY
INTERESTS (44,719) , (102,759)
Minority -interests 6,770 ' 5,659

NET LOSS FROM ORDINARY
ACTIVITIES ATTRIBUTABLE

TO SHAREHOLDERS (97,100)
‘Transfers to reserves —
Interim dividend Ry, -

 LOSS PER SHARE - BASIC BB 1233 cents
Other than the net loss from ordinary: a ‘areholders for éa

period, the Group had no recognlsed-,,ga
consolidated statement of recognised gams» r
consolidated interim financial statements. '
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CONDENSED CONSOLIDATED BALANCE SHEET
(Prepared in accordance with Hong Kong accounting standards)
As at As at
30 June 31 December
2001 20060
Notes (Unaudited) (Audited)
RMB’000 RMB’000
NON-CURRENT ASSETS
Fixed assets 883,416 870,381
Construction in progress 33,357 63,468
Interests in associates 14,728 14,788
Interest in a jointly-controlied entity 79,651 28,688
Long term investments 48,608 48,608
1,009,760 1,025,033
CURRENT ASSETS (
Short term investments 109,640 109,640
Inventories 620,263 599,038
Trade and bills receivables 8 491,553 487,419
Other receivables 122,872 103,472
Cash and cash equivalents 930,914 067,285
2,275,242 2,266,854
CURRENT LIABILITIES
Trade and bills payables 9 431,769 403,325
Tax payable 3,115 11,007
Other payables and accruals 375,553 363,863
Interest-bearing bank and other loans 204,811 194,039
1,015,248 972,234
NET CURRENT ASSETS 1,259,994 1,294,620
TOTAL ASSETS LESS CURRENT
LIABILITIES 2,269,754 2,320,553
NON-CURRENT LIABILITIES
Interest-bearing bank loans 19,290 24,790
Deferred tax 3,702 3,702
22,992 28,492
Minority interests 58,580 65,930
2,188,182 2,226,131
CAPITAL AND RESERVES
Share capital 785,000 785,000
Reserves 11 1,403,182 » 1,441,131
2,188,182

2,226,131




CONDENSED CONSOLIDATED CASH FLOW STATEMENT

(Prepared in accordance with Hong Kong accounting standards)

For the six months
ended 30 June 2001

(Unaudited)
RMB’000
NET CASH OUTFLOW FROM OPERATING ACTIVITIES (9,924)
Net cash inflow from returns on investments and servicing of finance 4,968
Tax paid (12,268)
Net cash outflow from investing activities (78,454)
NET CASH OUTFLOW BEFORE FINANCING ACTIVITIES (95,678)
Net cash inflow from financing activities 5,272
DECREASE IN CASH AND CASH EQUIVALENTS (90,406)
Cash and cash equivalents at beginning of period 427,909
CASH AND CASH EQUIVALENTS AT END OF PERIOD 337,503
.ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances ) 328,294
Time deposits with original maturity of less than three months when acquired 9,209

o 337,503
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NOTES TO COND
STATEMENTS

1.

Basis of Presentation and Accounting Policies

The condensed consolidated interim financial statements are prepared in
accordance with Hong Kong Statement of Standard Accounting Practice
(“SSAP”) No. 25 “Interim Financial Reporting”, except that the comparative
figures of the condensed consolidated cash flow statement have not been
presented as the Company has taken advantage of the transitional provisions set
out in Appendix 16 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange™).

The accounting policies used in the preparation of these condensed consolidated
interim financial statements are consistent with those used in the annual
financial statements for the year ended 31 December 2000, except that certain of
the accounting policies have been changed after the adoption of the recently
issued SSAP 30 “Business Combinations”, which is effective for the accounting
periods commencing on or after 1 January 2001.

SSAP 30 prescribes the treatment of business combinations, including how to
determine the date of acquisition, the fair value of the assets and liabilities
acquired, and the treatment of goodwill (negative goodwill) on acquisition.
According to the transitional provisions as set out in SSAP 30, the Group has
elected not to restate goodwill (negative goodwill) previously eliminated against
(credited to) reserves. Therefore, goodwill arising on acquisitions prior to 1
January 2001 is held in reserves and will be charged to the profit and loss
account at the time of disposal of the relevant subsidiaries or jointly-controlled

_entity, or at such time as the goodwill is determined to be nmpaned Negative

goodwill arising on acquisitions prior to 1 January 2001 is held in reserves and
will be credited to the profit and loss account at the time of disposal of the
relevant subsidiaries.

Any goodwill arising on acquisitions after 1 January 2001 will be capitalised
and amortised over its estimated useful life. Any negative goodwill arising on
acquisitions after 1 January 2001 will be presented as a deduction from assets
and will be released to the profit and loss account based on an analysis of the
circumstances from which the balance resulted.



Turnover and Segmental Information

*  The Group is principally engaged in the manufacture and sale of agricultural
tractors and related parts and components, construction machinery, road
machinery and agricultural harvesting machinery.

An analysis of the Group’s turnover and contribution to the profit/(loss) from
operating activities is as follows:

Contribution to profit/(loss)

Turnover from operating activities
For the six months ended 3¢ June
2001 2000 2001 2000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
RMB’000 RMB’000 RMB’000 RMB’000
By activity:
Tractors operation 649,643 755,240 ' (45,372) (99,321)
Road machinery

operation 194,056 198,256 20,021 8,547

Construction machinery
operation 39,162 65,721 (26) 2,426
Others 29,309 8,417 (4,018) (634)
912,170 1,027,634 (29,395) (88,982)

The Group’s turnover and contribution to profit/(loss) from operating activities
for the periods were principally derived in the People’s Republic of China (the
5(PRC9’)'

Loss from Operating Activities
The Group’s loss from operating activities is arrived at after charging:

For the six months
ended 30 June
w2001 - 2000
naudited) ~ (Unaudited)
. RMB’000 RMB000

4

. RMB’00

Depreciation of fixed assets R 47,160
Provision for impairment of ST
construction in progress 78,0000
., : ;\
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Tax
For the six months
ended 3¢ June

2001 2600
(Unaudited) (Unaudited)
RMB’000 RMB’000
The Company and subsidiaries:
PRC income tax provided :
for the period 4,376 3,494
Share of tax attributable to:
Associates 75 41
Jointly-controlled entity. . 461 246
Tax charge for the period 4,912 3,781

No provision for Hong Kong profits tax has been made as the Group had no
assessable profits earned in or derived from Hong Kong.

The income tax provisions in respect of operations in the PRC have been
calculated at the applicable tax rates on the estimated assessable profits for the
period based on existing legislation, interpretations and practice in respect
thereof.

Profits tax of the subsidiary operating cutside the PRC is subject to the rate
applicable in its jurisdiction.

There was no material unprovided deferred tax during the period or at the
balance sheet date (2000: Nil).

Transfers to Reserves

No appropriations were made to the statutory surplus reserve and statutory

- public welfare fund by the Company for the six months ended 30 June 2001.
" Such appropriations will be made at the year end in accordance with the PRC

Company Law and the Company’s articles of association.
Interim Dividend

The Board does not recommend the payment of any interim dividend for the six -
months ended 30 June 200]1 (2000: Nil).
Loss per Share

The calculation of loss per share is based on the net [oss from ordinary activities
attributable to sharehoclders for the period of RMB37,949,000 (2000:

"RMB97,100,000) and the weighted average of 785,@0@,@0@ shares (2000:

785,000,000 shares) in issue during the period.

No diluted loss per share is presented as the Company does not have any dilutive
potential ordinary shares.
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Trade and Bills Receivables

The Group’s average credit terms granted to customers range between 30 to 90
days. The aged analysis of trade and bills receivables as at 30 June 2001 is as
follows:

AsS at As at

30 June 31 December

2001 2000

(Unaudited) (Audited)

RMB’000 RMB’'000

Current to 90 days 279,988 263,683
91 days to 180 days - 93,656 105,551
181 days to 365 days 107,030 62,926
One to two years 75,289 107,790
Over two years }58,303 133,582
714,266 673,532
Less: Provisions for doubtful debts (222,713) (186,113)

491,553 487,419

Trade and Bills Payables
The aged analysis of trade and bills payables as at 30 June 2001 is as follows:

As at As at

30 June 31 December

2001 2000

(Unaudited) {Aundited)

RMB’000 RMB’000

Current to 90 days 301,473 263,210
91 days to 180 days 56,334 46,563
181 days to 365 days 26,704 47,686
One to two years T8 == = 24,950
Over two years An - 20,916
403,325
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10. Related Party Transactions

(a) The significant transactions carried out between the Group and China
First Tractor Group Company Limited (the “Holding”), inclusive of
subsidiaries and associates of Holding, during the period are summarised
as follows:

For the six months
ended 30 June

2001 2000
Notes (Unaudited) (Unaudited)
-~ RMB’000 RMB’000
Sales of raw materials
and components (1) 53,678 69,865
Purchases of raw materials '
and components (1) 111,658 106,724
Purchases of utilities (11) - 29,052 31,825
Fees paid for welfare and
support services (i11) 17,466 21,790
Purchases of transportation services  (iii) 1,718 5,219
Research and development
expenses paid (iv) 1,250 1,450
Fees paid for the use of land (v) 2,500 2,500
Fees paid for the use of trademark (vi) 1,250 1,450
Rentals paid in respect of:
Buildings (vii) 940 928
Plant and machinery (vii) 2,747 2,813
Fees paid for import
and export agency services (viii) 699 —




(b)

The significant transactions carried out between First Tractor Qingjiang
Tractor Company Limited, a subsidiary of the Company, and its minority
shareholder during the period are summarised as follows:

For the six months
ended 30 June

2001 2000
Notes (Unaudited) (Unaudited)
RMB’000 RMB’000
Sales of raw materials
and components 1) o 681 3,417
Purchases of raw materials
and components €)) 3,177 13,950
Sales of utilities (11) ) 768 757
(1) Pursuant to the relevant agreements, the pricing in respect of the

(i1)

raw materials and components is determined by reference to the
State price (i.e. mandatory prices set in accordance with the
relevant PRC regulations, where applicable) or if there is no
applicable State price for any such raw material or component,
the market price or the agreed price which is not exceeding the
price charged in the immediate preceding year increased by a
percentage increase of certain PRC consumer price index,
whichever is lower.

Pursuant to the relevant agreements, the pricing in respect of
utilities is determined by reference to the State price (i.e.
mandatory prices set in accordance with the relevant PRC
regulations, where applicable) or if there is no-applicable State
price for any such service, the market price or the agreed price
which is not exceeding the price chargedﬁin the immediate
preceding year increased by.a.. ercefitagesinerease of certain PRC

g
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(ii1)

(iv)

(V)

(vi)

(vii)

(viii)

Pursuant to the relevant agreements, the pricing in respect of each
of the welfare and support services and transportation services is
determined by reference to the State price (i.e. mandatory prices
set in accordance with the relevant PRC regulations, where
applicable) or if there is no applicable State price for any such
services, the market price or the agreed price which is not
exceeding the price charged in the immediate preceding year
increased by a percentage increase of certain PRC consumer price
index, whichever is lower.

Pursuant to the relevant agreements, the pricing in respect of
routine research and developmeht services per annum 1S
calculated at 0.2% of the Company’s net annual turnover.

Pursuant to the relevant agreements, the annual rental for the use of
fand 1s RMBS5 million subject to a further land rental adjustment
announced by the relevant state land administration authorities.

Pursuant to the relevant agreements, the pricing for the use of the
trademark per annum is charged at the rate of 0.2% of the
Company’s net annual turnover.

Pursuant to the relevant agreements, the rental of buildings and
plant and machinery is charged with reference to the depreciation
of relevant assets.

Pursuant to the relevant agreements, the pricing of import and
export agency services fees is based on the specific items of
goods imported and exported, provided that the maximum amount
charged shall not exceed 2% of the invoice va}lue of the goods
under the agency services.

10
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11. Reserves

Statutory
Statutory public Enterprise
Share  surplus  welfare  Reserve expansion Accumulated
premium reserve fund fund fund losses Total

RMB’000  RMB’000 RMB’000 RMB’000  RMB’000 RMB’000 RMB’000

At 1 January 2001 1,378,840 58,169 58,169 564 320 (54,931) 1,441,131
Net loss for the period — — — — - (37,949)  (37,949)
At 30 June 2001 1,378,840 58,169 58,169 564 320 (92,880) 1,403,182

12. Commitments

Commitments for capital expenditures at 30 June 2001 were as follows:

As at As at
30 June 31 December
2001 2000
(Unaudited) (Audited)
RMB’000 RMB’000
Capital commitments in
respect of plant and
machinery:
Contracted for 12,317 27,479

Authorised, but not
contracted for

Capital commitments in
respect of investment
in a subsidiary in the PRC:

Authorised, but not
contracted for
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13. Contingent Liabilities

The G'roup did not have any significant contingent liabilities at the balance sheet
date.

14. Comparative Amounts

Certain comparative amounts in the Group’s condensed consolidated profit and
loss account of prior period have been reclassified to conform with the current
period’s presentation as follows:

(a) Provisions for inventories of RMB29,204,000 have been reclassified
from administrative expenses to cost of sales; and

(b) Provisions for doubtful debts and provisions for impairment in construction
in progress of RMB55,739,000 and RMBS8,000,000 have been reclassified
from administrative expenses to other operating expenses.

Such reclassifications provnde a better presentation of the Group’s expense
items.

BUSINESS REVIEW AND OPERATION ANALYSIS

During the first half of the year 2001, the PRC government continued to implement
prudent monetary policy and positive fiscal policy, which facilitated the economic
development with approximately 8% growth of the national economy. However,
agricultural machinery industry was adversely affected by factors including the slow
increase in farmers’ income, adjustment in economic structure of the agricultural sector
and the reduction in traditional agricuﬁtumﬂ areas. Consequently, the sluggish market
conditions continued and there was no improvement in the keen competition of the
market. The production and sales of the agricultural machinery industry continued to
decline dramatically during the first half of the year 2001. The sales of large and
medium tractors in the market decreased by 23.42% over the same period of last year,
while the sales of small tractors decreased by 28.47% over the same period of last year.

- For the six months ended 30 June 2001, the Group recorded a turnover of

RMB912,170,000, representing a decrease of 11.24% over the corresponding period of
last year and incurred a loss of RMB37,950,000, the loss was reduced by
RMB59,150,000 when compared to the corresponding period of last year. The operating
results have been improved.




During the period, the Company sold 3,343 large and medium tractors, representing a
decrease of 1.2% over the corresponding period of previous year, of which 2,359 are
crawler tractors, representing a decrease of 27.99% over the corresponding period of
previous year. The Company also sold 28,880 small tractors, representing a decrease of
28.22% over the corresponding period of previous year. Although the sales of large and
medium wheeled tractors increased by 811% over the same period of last year, the sales
volume was too small to compensate for the decrease in profit from principal products.

Confronting the severe market situation and keen competition, the management
strengthened its control over target cost and adjustment in product mix which received
obvious results: gross profit margin increased by 1.5 percentage points over the same
period of previous year; the newly developed large wheeled tractors and Dongfanghong
30/40 achieved positive sales results with their good quality and capacity. Sales of these
two products increased substantially over the corresponding period of last year. The
export of large tractors increased significantly over the corresponding period of last
year. Sales of other products including T90 industrial bulldozer, harvesting machinery,
self-generated power station, and Dongfanghong-1000 increased substantially over the
previous year.

During the reporting period, the sales of 50-65 horse-power medium tractors of First
Tractor Qingjiang Tractor Company Limited, the Company’s subsidiary, decreased by
26.4% over the same period of last year. The sales of 25-40 horse-power medium
tractors of First Tractor Ningbo C.S.1. Tractor and Automobile Corp., Limited increased
by 23% over the same period of last year. The sales of harvesting machinery of Yituo
(Luoyang) Harvester Co., Ltd. increased by 199% over the corresponding period of last
year. The turnover and profit of Zhenjiang Huachen Huatong Road Machinery Company
Limited, with road machines as its principal products, increased significantly through
their efforts in utilizing the benefits of infrastructure investment, adjusting product mix,
developing new products and improving the operating system.

Durmg the first half of the year 2001 the Company actlvely establlshed aEW reward

results as compared with the correspondin
salés volume in the first half of the year™-
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D FINANCIAL ARNALYSIS

» .
As at 30 June 2001, the cash and cash equivalents of the Group amounted to
RMB9S30,910,000, representing a decline of 3.76% as compared with the end of last
year.

As at 30 June 2001, short-term bank and other loans of the Group amounted to
RMB204,810,000, representing an increase of 5.55% as compared with the end of last
year. Long-term bank locans of the Group amounted to RMB19,290,000, representing a
decrease of 22.18% from the end of last year.

As at 30 June 2001, the Group’s trade and bills receivables amounted to
RMB491,550,000, representing an increase of 0.85% over the end of last year. The
Company adjusted the past sales and marketing strategies in the first half of 2001. The
original delivery subsidy scheme has been changed to various rebate policies after
considering different settlement methods by customers and such rebates are directly
deducted from the selling prices. The Company also set up a team which is specially
respoensible for the recovery of trade receivables for the previous years. Doubtful debts
will be reorganised to ensure the recoverability of such debts and therefore minimise the
loss.

Gearing ratio (total liabilities / total assets x 100%) of the Group as at 30 June 2001 was
33.39% representing a slight increase of 1% over the end of last year. Debt equity ratio
(total liabilities / shareholders’ equity x 100%) was 50.12%, representing an increase of
2.20% over the end of last year.

CURRENCY EXCHANGE RISK

Principal operating activities of the Company and its subsidiaries were mainly
conducted in the PRC and capital income and expenditures were mainly made in
Renminbi or Hong Kong dollars. Cash balances of the Group were usually placed in the
financial institutions as short-term deposits. The banking facilities of the Group were
granted in Renminbi which could be repaid by income denominated in Renminbi. The
only debt in foreign currency was the payment of dividends to the holders of H shares.
Accordingly, the Group did not incur any risk in relation to foreign currencies.

PLEDGE OF ASSETS

At 30 June 2001, certain of the Group’s building and machinery with a net book value
of approximately RMB51,280,000 were pledged to secure certain loans granted to the
Group.

14




PROSPECT

In the second half of the year 2001, the national economy will continue tc develop
steadily and the State will intensify its investment in agricultural infrastructure.
However, the declining trend of agricultural machinery industry will not change
obviously. The growth in farmers’ income will still be slow. Their demands for
agricultural machinery will be weak. The effective demand will be insufficient. The
State will continue to implement policies of “Three Withdrawals and Three Returns”,
protecting ecological environment and adjusting the structure of agricultural products.
All these will have adverse effects on the principal products of the Company and the
Company’s operating conditions will deteriorate. However, further adjustments in the
structure of agricultural sector, the development of appropriate scale of operation for
agriculture, the implementation of environmental protection projects, construction of
small towns, implementation of the grand development strategy of Western Region and
other large-scale infrastructure construction projects including transferring water from
the South to the North, electricity from the West to the East, natural gas from the West
to the East, raiiway from Qinghai to Tibet and five highways construction projects
linking northern and southern regions and seven projects linking eastern and western
regions carried out by the State will provide potential market prospect and opportunities
for the Company’s tractor versions and construction machinery. Facing the above-
mentioned challenges as well as opportunities, the Company will adopt the following
measures to improve the operation:

1. Continue to strengthen the development of tractor products to consolidate the
position of tractor products as the foundation of the Company’s economic
development:

(1) To explore the full potential of crawler tractor versions, intensify the
development of its extended products, satisfy the demand of developing
small cities and towns, fulfill the requirement of connecting the road of
poor counties with national and provincial road and reduce the pressure
on the Company’s effectiveness due to»decrease mpsale of crawler
tractors. ;

iy
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T
(2) To refine the market segmentatlon ! Ebio rove the“capacm.

agriculture.
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(3) To improve product reliability of large wheeled tractors, satisfy both
> -local and overseas market demand and focus on developing high and low
class product in the 80-120 horse-power wheeled tractor series in order
to satisfy the demands of various customers. It is expected that there will
be comparatively significant increase in the sales of extended products of
large wheeled tractors.

(4 To improve the functions of the existing agricultural machinery, stabilize
its guality, utilize the opportunities brought by the State and local
government’s policy of increasing farmer’s income and improving the
envircnment and intensify the development of tractor’s auxiliary
agricultural machinery as a new foundation of growth for the Company’s
economic development.

2. To improve the technological component and technical aspect of construction
machinery, maintain the competitive advantage of rocad machinery such as road
roller and paver, intensify technological development, explore products with
market potential such as road maintenance machinery.

3. To improve management skills and internal operating environment, continuously
carry out management innovation, improve the effectiveness of guality system,
strengthen cost management, effectively control purchasing cost, promote
strategic purchase and ensure the realization of cost target.

4. To promote internal corporate reform on the basis of the diagnosis and plans
proposed by A.T. Kearney Co. Ltd., facilitate the adjustment in corporate structure
and integration of business and resources and improve the competitiveness of the
corporation.

The Board believes that the Company will be on a positive development path after
adjusting product mix, rationalising human resources, improving internal management,
minimizing the effect of external unfavourable factors on the Company and preventing
further decline in the effectiveness.

APPLICATION OF THE PROCEEDS FROM THE H
SHARES ISSUE

The Company raised approximately RMB1,615,500,000 (approximately HK$1,507,500,000)
by the issue of 335,000,000 new H shares (the “Shares’) under the initial public offering of
the Company’s H Shares listed on the Stock Exchange on 23 June 1997 and two subsequent
partial exercises of over-allotment option.

16
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The proceeds from the H Shares issue were used in accordance with the Prospectus as
follows:

. as to approximately RMB8&7,900,000 for payment of new issue expenses;

. as to approximately RMB274,700,000 for the acquisition of shares in Brilliance
China Machinery Holdings Limited, Shanghai Qiangnong (Group) Company
Limited and First Tractor Ningbo C.S.I. Tractor & Automobile Corp., Ltd. as
well as investment in First Tractor Qingjiang Tractor Company Limited, First
Tractor Shenyang Tractor Company Limited, Yituo (Luoyang) Harvester Co.,
Ltd. and Yituo (Luoyang) Construction Machinery Co., Ltd.;

. as to approximately RMB271,630,000 for the acquisition of fixed assets and
additional construction in progress (for production lines of 100-120 horse-power
wheeled tractors and 100-120 horse-power crawler tractors and large pressure
die-casting lines and other technological improvement 'projects);

. as to approximately RMB305,900,000 for the repayment of bank loans and
approximately RMB102,000,000 for the repayment of a debt owing to Holding;
and

. as to the balance for the Company’s additional general working capital.

SHARES HELD BY DIRECTORS AND SUPERVISOCRS

None of the directors, supervisors or members of the senior management of the
Company or their connected persons had any interest in the shares or debentures of the
Company or any associated corporations during the period.

PURCHASE, SALE OR REDEMPTIN_ OF THE
COMPANY’S SHARES A

Neither the Company nor any of its sub51d1anes has purchased, gold@g redeemed any of
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DISCLOSURE OF SIGNIFICANT EVENTS

L4

On 31 May 2001, the Company, its subsidiaries and other relevant parties have
entered into five conditional renewal agreements and three conditional
supplementary agreements to renew and amend the agreements entered into on 6
June 1997 and 21 September 1998, respectively. Pursuant to such agreements,
the Company, its subsidiaries and the relevant parties have agreed conditionally
to extend the expiry date of the five agreements from 8 May 2001 to 7 May
2004, to amend the terms of the three agreements by extending its expiry date
from 7 May 2002 and 8 October 2002 to 7 May 2004.

The Board is of the view that the renewed agreeriients and the supplementary
agreements described above were entered into during daily operations and on
normal commercial terms which were fair and reasonable to the Company and
its shareholders taken as a whole. The Company will set up a special
independent board committee, which will provide advice to the independent
shareholders on the renewed agreements and supplementary agreements and
their respective transactions described above. The Company has appointed
Deloitte & Touche Corporate Finance Limited as the independent financial
adviser to provide opinions for the independent board committee with regards to
the above agreements.

Pursuant to the Listing Rules, the above renewed agreements and the
supplementary agreements constitute connected transactions and were approved
at the extraordinary general meeting held on 24 August 2001.

On 26 April 2001, Mr. Wang Wending requested to resign from his post as the
Company’s director. The Board has accepted Mr. Wang’s request and was
approved at the extraordinary general meeting held on 24 August 2001.

"On 22 May 2001, the Company contributed RMB15,695,000 to increase its

investment in Yituo (Luoyang) Harvester Co., Ltd., a subsidiary of the Company.
After the capital contribution, the equity interest of the Company in such
company increased from 90% to 93.43%.

18
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CHANGES IN SHAREHOLDERS AND SHARE CAPITAL
STRUCTURE

Share capital structure

As at 30 June 2001, the Company issued a total of 785,000,000 shares. Its share capital
structure is as follows:

Number

Class of shares of shares Percentage (%)
(1) Non-circulating state-owned -

legal person shares 450,000,000 57.32
2) Circulating and listed on

the Stock Exchange .

(H shares) 335,000,000 42.68
Total 785,000,000 100.00

SHARES HELD BY SUBSTANTIAL SHAREHOLDERS

As at 30 June 2001, the register of shareholders maintained under section 16(1) of the
Hong Kong Securities (Disclosure of Interests) Ordinance (Chapter 396) (“SDI
Ordinance”) recorded the following shareholders holding 10% or more of the
Company’s issued shares:

Percentage to

Name of Number of total share
Shareholders Class of shares shares held capital
China First Tractor State-owned

Group Company Limited legal person shares T 57.32
The HKSCC Nominees Limited H shares T 41.96

For the six months ended 30 June 2001, t
1s 33% of the assessable profit.

AN
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DESIGNATED DEPOSITS

All deposits of the Company were placed in the PRC state-owned banks and their
branches and the Company had no deposits with any non-banking financial institutions.
In June 2001, the Company granted a loan of RMBI100 million to Yituo (Luoyang)
Building Machinery Co., Ltd., a subsidiary of the Company. However, in accordance
with the requirement of prohibition of inter-company loans in the PRC, certain banks
have been appointed to handle the lcan matter. Such amount has been eliminated upon
the preparation of the Group’s condensed consolidated balance sheet. Save as aforesaid,
all deposits of the Company were not in the form of designated deposits with the banks
and there were no unrecovered fixed deposits upon maturity.

MATERIAL LITIGATION

During the period, the Company did not involve in any material litigation or arbitration
of any material importance.

STAFF QUARTER

As all staff quarters are retained by the Holding, the Company does not have any
quarters to be sold to its staff. According to the existing arrangements, the Company’s
staff will be responsible for the expenses of purchasing the staff guarters (including
quarters retained by the controlling shareholiders).

STAFF, REMUNERATION AND TRAINING

As at 30 June 2001, there was a total of 15,641 staff in the Company. Remuneration
totalled RMB64,360,000 were the total emoluments of the staff during the reporting
period.

During the reporting period, the Company strengthened the staff’s internal exchange
and vocational training. 3,369 staff of the Company participated in over 20 hours
systematic training so as to further enhance their technical and vocational skills.

CODE OF BEST PRACTICE

In the opinion of the Board, the Company has complied with the Code of Best Practice
as set out in Appendix 14 to the Listing Rules throughout the period ended 30 June
2001.

By Order of the Board
~~

) Chairman
Lwuwoyang, Henan Province, the PRC -
24 August 2001
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