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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
(“GEM”) OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate
companies fo which a higher investment risk may be attached than other
companies listed on the Stock Exchange. Prospective investors should be
aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The
greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk
that securities fraded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board of the Stock Exchange
and no assurance is given that there will be a liquid market in the securities

traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange
take no responsibility for the contents of this report, make no representation
as fo ifs accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors (the "Directors”) of Ningbo Yidong
Electronic Company Limited (the “Company”| collectively and individually
accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of the Stock Exchange
the "GEM Listing Rules”) for the purpose of giving information with regard
to the Company. The Directors, having made all reasonable enquiries,
confirm that, to the best of their knowledge and belief: (1) the information
confained in this report is accurate and complete in all material respects
and not misleading ; (2) there are no other matters the omission of which
would make any statement in this report misleading; and (3) all opinions
expressed in this report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair
and reasonable.
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED ERIZREFRHERD A

CORPORATE INFORMATION

Aal &R

EXECUTIVE DIRECTORS

Mr. Liv Xiao Chun (appointed on 5 November 2008)
Mr. Gong Zheng Jun

Mr. Chen Zheng Tu

NON-EXECUTIVE DIRECTORS
Mr. Zheng Yi Song

M. Liv Feng

Mr. Wang Wei Shi

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Pang Jun (appointed on & November 2008)

Mr. Law Hon Hing Henry (appointed on 3 September 2008)
Professor Fang Min (appointed on 27 February 2009)

Mr. Tang Zhen Ming (resigned on 27 February 2009)

Mr. Ding Gang Vi (resigned on 6 November 2008

Mr. Ku Kin Shing (resigned on 30 April 2008)

SUPERVISORS
Ms. Wang Ying
M. Yang Li

Mr. Cheng Ping

MEMBERS OF THE AUDIT COMMITTEE

Mr. Pang Jun (Chairman, appointed on &6 November 2008)
Mr. Law Hon Hing Henry (appointed on 3 September 2008)
Professor Fang Min (appointed on 27 February 2009)

Mr. Ding Gang Vi (resigned on 6 November 2008

Mr. Tang Zhen Ming (resigned on 27 February 2009)

Mr. Ku Kin Shing (resigned on 30 April 2008)

COMPLIANCE OFFICER
Mr. Liv Xiao Chun (appointed on 5 November 2008)
Mr. Liv Feng (resigned on 5 November 2008

QUALIFIED ACCOUNTANT
Mr. Tsao Hoi Ho (appointed on 24 November 2008)

COMPANY SECRETARY
Mr. Tsao Hoi Ho (appointed on 24 November 2008)

AUTHORIZED REPRESENTATIVES
Mr. Gong Zheng Jun
Mr. Tsao Hoi Ho (appointed on 24 November 2008)

LEGAL ADVISERS TO THE COMPANY
Zhejiang Shiguang (As to PRC Law)

AUDITORS
Lo and Kwong C.P.A. Company Limited
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REGISTERED OFFICE
No. 65 Siming East Road
Yuyao City

Zhejiang Province

China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Units 917918 9/F

Shui On Centre

6-8 Harbour Road

Wanchai

Hong Kong

COMPANY HOMEPAGE/WEBSITE

www.yidongelec.com

HONG KONG H SHARE REGISTRAR AND TRANSFER
OFFICE

Tricor Abacus Limited

PRINCIPAL BANKER
Bank of China

GEM STOCK CODE
8249
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CHAIRMAN’S STATEMENT

EFHRS

I would like to take the opportunity to report last year's operating condition
of the Company fo our shareholders on behalf of the Board of Directors.

In 2008, the Group endeavored to commence the adjusiment of industrial
structure under the dual pressure of the macroeconomic control and the
financial crisis. The Group adopted various measures including shrinking
less profitable businesses, controlling operating costs srictly, developing
new products with good prospects actively and expanding new businesses.
We believe that these measures effectively reduced the operating risks of
the Company and established a solid foundation for the Company’s next
step of realizing comprehensive industrial adjustment and business
fransformation.

At the beginning of 2008, due to our correct prejudgment on the definite
shrinkage of overseas sale market, the Company resolutely adjusted the
proporfion of export business and domestic sale business, increased
significantly the proportion of domestic sale orders of processing business
and effectively avoided the operating risks of overseas sale orders and
significant decrease in processing business. At the same fime, the adverse
effects arising from the decrease in traditional businesses such as processing
mainboards of mobile phones has been partially offset by new businesses
infroduced in 2008, such as processing of videography board cards and
confrol panels for electric vehicles. The infernal control system has also
been effectively improved in 2008.

Nevertheless, the operating results of the Company in 2008 were sfill
unsatisfactory due to various factors including the sigificant reduction in
the demand of the market arising from the serious downturn of the external
economic condition and a fight budget for the Company.
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED
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CHAIRMAN’S STATEMENT - CONTINUED
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In the fourth quarter of 2008, after serious verification, the directors of the
Company confirmed that the future principle business will be changed to
the production and sale of uprated LED lighting equipment. We will actively
recruit talents and infroduce fechnology based on existing facilities and
take production of universal LED lighting equipment as the breakthrough
point fo achieve bulk production quickly, as well as entering into the upstream
LED chip seal and the downstream professional segmentation market in
suitable fime. We believe that this new business not only has higher
profitability, but also conforms to the development direction of related
industries as stated by the local government.

The Company has currently complefed some work such as the early-stoge
discussion, team-building, technology introduction and adjustment of
production lines in relation to LED project. The first batch of orders is also
in the post-stage substantial negotiation. The first batch of products is
expected fo be launched info the market in April 2009.

In 2009, the Group shall insist upon its operating strategies of “Stability,
Realistic & Result-Orientation”, ensuring all resources flowing to the
development of new principal businesses, and complefing the adjustment
of the industries in a speedy and stable manner. We will strive to obtain
favorable operating results for the shareholders.

Lastly, | am thanking fo the continued support of our shareholders, customers
and vendors, and wish every success for everyone.

Liu Xiao Chun
Chairman

Ningbo, The PRC

28 March 2009
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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BUSINESS AND OPERATIONS REVIEW

Turnover

For the year ended 31 December 2008, the Group recorded revenue of
approximately RMB 94,522,000 (2007: RMB362,378,000),
representing an decrease of approximately 73.9% over the previous year.
The decrease in the Group's revenue is due fo decrease in sales of both
mobile phones and controller systems during the year.

The Group's activities are divided info 2 business segments - namely sales
of controller systems for consumer electrical and electronic appliances and
income from sales of small electrical appliances, and sales of controller
systems for mobile phones and income from sales and assembly of mobile
phones. Accordingly, analysis by business segments is provided in note 8
fo the notes of the consolidated financial statements.

The Group's activities are also divided info 3 geographical segments —
namely the PRC, excluding Hong Kong, Hong Kong and others.
Accordingly, analysis by geographical segments is provided in nofe 8 to
the notes of the consolidated financial stafements.
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED

BERIEREFRODERD A

MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
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Cross (loss) profit margin was (4.7%) (2007: 9.7%) and there is a decrease
in the profit margin due to keen competition. The Group continues fo
procure cost control fo mitigate the impact of price competition caused by
intense competition in the mobile phone industry.

Other revenues mainly include gain on disposal of fixed assets and
Government grants received and recorded an increase of 777 .7% over
the previous year. Selling expenses recorded a decrease by 78.9%, while
administrative expenses recorded a decrease of 9.6% over the previous
year. For the year ended 31 December 2008, finance costs amounted to
RMB32,285,000 (2007: RMB31,862,000), which represented a mild

increase of 1.3% over the previous year.

For the year ended 31 December 2008, loss attributable to
shareholders of the Group amounted to RMB135,447,000 (2007:
RMB190,476,000). Emergence of loss atfributable to shareholders was
principally due to the administrative expenses, comprising
mainly impairment loss on receivables, and finance costs incurred during
the year.

SIGNIFICANT INVESTMENT HELD AND ACQUISITION
As at 31 December 2008, save as disclosed in this report, the Group did
not have any significant investment and acquisition.

CHANGES IN THE GROUP STRUCTURE

During the year, the Group disposed of its entire ©5% inferest of the registered
capital in Shenzhen E-Source Communications Technology Company
Limited to a third party and the Group also disposed of its entire 66.7%
interest of the registered capital in YT EFHEBIAZM AR AR to a
third party. Moreover, Ningbo Million Bank Electronic Technical Company
Limited had been invalidated by Administration for Indusiry & Commerce
in the PRC.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
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FINANCIAL REVIEW

Current assets and liabilities

As at 31 December 2008, the Group had current assets of RMB
85,448,000 (2007: RMB331,594,000), representing a decrease of
74.4% compared with last year. The decrease was mainly attributable o
the reduced bank balances and cash arising from repayment of bank
borrowings during the year. As at 31 December 2008, the Group had
current liabilities of RMB 475,088,000 (2007: RMB630,446,000),
which represented a decrease of 24.8% and was mainly due to the
decrease in other payables and repayment of bank borrowings. As at 31
December 2008, the unutilised bank loan faciliies and cash flow generated
in the ordinary course of business were sufficient for the capital requirement
of daily operations and the new facilities despite ifs net current liability
status.

Finance and banking facilities

As at 31 December 2008, the Group had cash and bank balances of
RMB13,253,000 (2007: RMB202,276,000), shortterm bank
borrowings of RMB 124,670,000 (2007: RMB225,840,000), and net
borrowings of RMB1 11,417,000 (2007: RMB23,564,000) respectively.
The borrowings were secured by cerfain property, plant and equipments
and bank deposits of the Group. The Group will seek to replace the
existing shortHerm bank facilities by longterm bank loans and secure bank
loans with lower costs of borrowings, so as to improve the Group's financial
position and reduce financial costs.

Gearing ratio

The Group's gearing rafio as at 31 December 2008 was 37.2% (2007
35.6%), which is expressed as a percentage of the total bank borrowings
over the total assets.

Contingent liabilities and commitments
Contingent liabilities and commitments of the Group during the year are
set out in nofes 35 and 37 1o the consolidated financial statements.

Capital structure and financial resources

As at 31 December 2008, the Group had net liabilities of approximately
RMB 139,569,000 (2007: net liabilities RMB1,371,000). The Group's
operations and investments are financed principally by its internal resources,
bank borrowings and shareholders’ equity.
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED

BERIEREFRODERD A

MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
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Foreign exchange risk

The Group's income and expenses were denominated in RMB while cerfain
procurement fransactions were seftled in US dollars. The Group regulated
its outstanding foreign exchange balance by conducting sales seftled in
US dollars to reduce its foreign exchange exposure. Since the existing
bank loans are repayable in RMB, there was no material foreign exchange
risk. The Group will review and monitor foreign exchange risk from time to
time and may enter into forward swap confracts fo hedge such risks where
appropriate.

EMPLOYEES AND REMUNERATION POLICIES
An analysis of employees of the Group by their duties for each of the three
years ended 31 December 2006, 2007 and 2008 is sef out below:

Functions

Sales and marketing HERTIHHRE
R&D it 2%

Production (including quality control) HE(BRREREEEH)
Finance and administration B R AT
Procurement s

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2008, the Group had 301 employees (2007: 454
employees). Remuneration is determined by reference to market terms and
the performance, qualifications and experience of individual employee.
Bonuses based on individual performance will be paid to employees in
recognition and reward of their contribution. Other benefits include
confributions fo refirement scheme.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED

ERENRR DI - &

STAFF QUARTERS

Workers and staff of the Group are provided with accommodation within
the vicinity of the Group's production facilities premises at No. 65 Siming
Road East, Yuyao City. The Directors confirm that, apart from the above
accommodation, there was no other housing benefit provided by the Group
fo its staff.

RELATIONSHIP WITH EMPLOYEES

The Group has not experienced any significant labour disputes or strikes
which have led to the disruption of its normal business operations. The
Directors consider that the Group maintains good relationship with ifs
employees.

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS

AND SENIOR MANAGEMENT

Biographical Details of Directors, Supervisors and Senior Management
are set out on page 16 fo page 18.

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND THE

FIVE HIGHEST PAID INDIVIDUALS

Defails of the emoluments of the Directors, Supervisors and the five highest
paid individuals in the Company are set out in note 12 to the consolidated
financial statements.

PROSPECTS

The Group has adjusted its business direction to the production and sale
of uprated LED illuminative equipment and it is estimated that mass
production will commence in the second quarter of 2009. The new business
will fully utilise the existing SMT and assembly equipment, as well as
improving the cash flow status and profitability of the Group. At the same
time, the commencement of the use of the new factory areas can expand
the overall production capacity and further increase the volume of processing
businesses of mobile phones, controllers and PCBA, and hence
strengthening the competitive edge in the market which the Group originally
possesses.
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED
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CORPORATE GOVERNANCE REPORT
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CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2008, the Company had complied
with the Code on Corporate Governance Practices contained in Appendix
15 of the GEM Listing Rules (the “Code”) in all material aspects except
that no remuneration committee had been set up as required by rule B1.1

of the Code.

BOARD OF DIRECTORS

As at 31 December 2008, the Board comprises nine members, including
three executive directors, three non-executive directors and three independent
non-executive directors (the “INED(s)"). Each of the members possesses
sufficient experience and qualification which enable them to discharge
their duties properly.

The chairman is responsible for the formulation and review of the Group's
overall development strategies. The daily operation is delegated fo the
chief executive officer and the executive directors. None of the INEDs is
inferested in the business of the Group and their independence has fo be
confirmed upon appointment or reappointment. Currently, there is no
financial, business, family or other relevant material relationship among
the existing direcfors.

According to the articles of association of the Company, all the directors
shall be elected at the general meeting of the shareholders and the term of
office shall be three years, renewable upon reappointment or re-election.

Board meetings are conducted on a periodic basis and with reference to
the operation needs. During the year, the board held 4 meetings and the
attendance of the directors is set out on page 14.

AUDIT COMMITTEE

The principal duties of the Audit Committee are to oversee the financial
reporting and internal control system of the Group. The Audit Committee
comprises three independent non-executive directors, Mr. Pang Jun
(Chairman of the committee], Mr. Law Hon Hing Henry and Professor
Fang Min. Mr. law is a committee member with professional accounting
qudlification. The audit committee held 4 meetings during the year ended
31 December 2008 and the attendance of the committee members is sef
ouf on page 14.
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REMUNERATION OF DIRECTORS

Remuneration committee has not yet been set up by the Company. The
remuneration policy of the directors is formulated by the Board and subject
fo approval by the shareholders at the general meeting. The Board takes
info account of the respective duties, performance and confribution to the
Company of each of the directors with reference to the market rates when
deciding their remuneration.

M. Liu Xiao Chun was appointed as the executive director on 5 November
2008. Mr. law Hon Hing Henry, Mr. Pang Jun and Professor Fang Min
were appoinfed as independent non-executive directors on 3 September
2008, 6 November 2008 and 27 February 2009 respectively. In the
opinion of the Board, the remuneration determination has been with a
high degree of independence. Yet on the longterm basis, it believes that
the establishment of the remuneration commitiee can enable the infroduction
of a reasonable and encouraging remuneration policy which is beneficial
to the Group's development.

NOMINATION OF DIRECTORS

The Nomination Committee has not yef been set up by the Board. As a
result, the nomination for @ new member has to be considered and approved
by all members of the Board. The candidate for the addition to the Board
shall possess appropriate qualification and experience and shall only be
duly appointed after the consideration and assessment of the Board.

During the year under review, Mr. Liu Xiao Chun was recommended as
Executive Director and Mr. Law Hon Hing Henry, M. Pang Jun and Professor
Fang Min were recommended as independent non-executive directors
respectively, and their appointments to join the board were made after the
defailed assessment by the Board.
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ATTENDANCE OF MEETINGS

As at 31 December 2008, the numbers of meetings held by the Board
and the Audit Committee and the respective attendance of the directors
are as follow:

Executive Directors HITEE

M. Liu Xiao Chun (Chairman REFLE (R
Mr. Gong Zheng Jun BEERSE

Mr. Chen Zheng Tu BRIE+ 4
Non-executive Directors FHITEF

Mr. Zheng Yi Song BRI AE

M. Liv Feng £l e

Mr. Wang Wei Shi FREEE
Independent Non-executive Directors BUIFNTEF
Mr. Pang Jun RELLE

Mr. law Hon Hing Henry 7% W 5T A4
Professor Fang Min TEEL

Mr. Tang Zhen Ming ERAA &

Mr. Ding Gang Vi THIREE

Mr. Ku Kin Shing REELEE

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealing set out in
Rule 5.48 10 5.67 of the GEM listing Rules as the code of conduct for
securities fransactions conducted by the Company’s directors. After making
specific enquires to all the board members, the Board confirmed that all
the directors have compiled with the relevant code of conduct and all
applicable dealing standards.

RESPONSIBILITIES OF DIRECTORS AND AUDITORS IN
RESPECT OF THE FINANCIAL STATEMENTS

The respective responsibilities of the directors and the auditors towards the
shareholders in respect of the financial statements and audited financial
statements are set out in page 27.
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INTERNAL CONTROL
The Company regularly reviews its internal control system in order fo ensure
its effectiveness. Reviews on the financial, operation and risk management
measures are conducted on a periodic basis so as to maintain the standard
of effective management.

AUDITORS

The Audit Committee of the Company is responsible for the appointment
of the external auditors, including the engagement of non-auditing tasks
and fees. During the year under review, the Company has appointed Lo
and Kwong C.P.A. Company Limited to audit the financial statements for
the year ended 31 December 2008, the fees paid for the audit of the
Group's financial statements amounted to RMB706,000.
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Directors
The Board currently consists of @ Directors including 3 executive Directors,
3 non-executive Directors and 3 independent non-executive Direcors.

Executive Directors

M. Liu Xiao Chun, aged 40, graduated from the Beijing Chemical Fibre
Industrial Insfitute in 1987 with a Bachelor's Degree in Engineering majoring
in automation of manufacturing process and obtained a Master's Degree
in Business Administration from The University of Hong Kong in 2005. Mr.
Liu had been an executive director of the Company since incorporation
and up fo 4 October 2007. Mr. Liv previously worked with Beijing Printing
and Dyeing Factory and Dongguan Skyworth Electronics Co., ltd. and he
has over 15 years of experience in manufacturing and management. Mr.
Liv is responsible for the implementation of the objectives, policies and
strategies as well as day+o-day management and operations of the Group.

Mr. Liu joined the Group on 5 November 2008.

Mr. Gong Zheng Jun, aged 46, is an executive Director and Chief Executive
Officer (CEO). Mr. Gong obtained a Master's Degree in Engineering from
Xibei Telecommunications and Engineering Institute in 1987, and has 10
years of technical, operation, sales and management experience in the
mobile handset industry. Mr. Gong had been the Senior Vice President of
SIM Technology Group Company prior fo joining the company, held various
managerial positions in ZTE Corporation since 1998, and was responsible
for the development of phased array radar in Radar Institute of Huanghe
Machinery and Electronics Factory in 1987. Mr. Gong joined the Group
in November 20006.

Mr. Chen Zheng Tu, aged 57, is a founder of the Group and an executive
Director. Mr. Chen had worked with Yuyao 2nd Automobile Electrical
Equipment Factory and has over 24 years of experience in the
manufacturing industry. He is responsible for the strategic planning and
corporate promotion of the Company.

Non-executive Directors

Mr. Zheng Yi Song, aged 46, was appointed as non-executive Director of
the Company on 5 October 2007. Mr. Zheng is currently an executive
director of China Ruilian, and China Ruilian is a substantial shareholder of
the Company. He graduated with a bachelor’s degree in management
from Capital University of Economics Business in the People’s Republic of
China inJuly 1986. Mr. Zheng has over 24 years of experience in corporate
management and electronics business.
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Mr. Liu Feng, aged 45, has been re-designated as the vice-chairman and
a nonexecutive director of the Company from the chairman, an executive
director and compliance officer of the Company with effect from 5
November 2008 in order to allocate more time for his other business
inferest. Mr. Liu was the executive assistant to the President of China Ruilian
before joining the Group. Mr. Liu graduated from Dongbei University of
Finance & Economics with a bachelor’s degree of Indusrial Accounting in
1986 and he has over 14 years of experience in corporate management
and electronics business. Mr. Liu joined the Group on 5 Ocfober 2007

Mr. Wang Wei Shi, aged 53, was appointed as non-executive Director
of the Company on 5 October 2007. Mr. Wang graduated from Hubei
Television & Radio University in the People’s Republic of China in 1992
with a bachelor’s degree in electro-mechanical engineering, and has over
35 years of experience in the electronic business and manufacturing of
fibreglass, refrigerator, and mobile phone assembly. Mr. Wang is the
brother of past director, Mr. Wang Ya Qun.

Independent non-executive Directors

Mr. Pang Jun, aged 43, is qualified as a lawyer in the People’s Republic
of China in 1994. Mr. Pang graduated from Xi'an Jiaotong University with
a Bachelor's Degree of Electrical Engineering and Automation and a
Master's Degree in Science of Economic Law. Mr. Pang previously worked
with IRICO Group Corporation and he has extensive experience in legol
area. Mr. Pang is currently a practicing lawyer of Beijing Anbo Law Firm.

He joined the Group on 6 November 2008.

Mr. Law Hon Hing Henry, aged 40 is a Fellow Certified Public Accountant
[Practising) of the Hong Kong Institute of Certified Public Accountants, a
member of the Institute of Chartered Accountants in England & Wales and
a fellow member of Association of Chartered Certified Accountants. M.
Llaw graduated from the University of Hong Kong with a Bachelor's Degree
of Social Sciences. Mr. Llaw has extensive experience in accounting and

auditing. He joined the Group on 3 September 2008.

Professor Fang Min, aged 32, graduated from Zhejiang University with a
Doctorate in Computer Science and Technology Degree in 2006. He has
extensive experience in computer science and information technology area.
He is currently a deputy department head for the Electrical Mechanical
Engineering Department of the Hangzhou Normal University Qianjiang
College. Professor Fang is also a director of the Hangzhou Letu Networking
Technology Co. Ltd. He joined the Group on 27 February 2009.
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Supervisors

Ms. Wang Ying, aged 49, is a Supervisor and the manager of the QC
department of the Group. Please refer to the secfion “Senior management”
below for details of her qualifications and experience.

Mr. Yang Li, aged 47, is a Supervisor and does not hold any other position
in the Group. He graduated from Shanxi Television & Radio University in
1986, and is currently the vice-president of China Ruilian Holding Corp.
He has over 27 years of working experience in management and
administration.

Mr. Cheng Ping, aged 45, is a Supervisor and does not hold any other
position in the Group. He graduated with a bachelor’s degree from Anhui
University of Education in 1988, and is currently the general manager of
Enterprise Management Department of China Ruilian Holding Corp. He
has over 18 years of working experience in management and
administration.

Senior management

Ms. Wang Ying, aged 49, is the manager of QC Department. She
graduated from Tai Yuan Industrial Institute in August 1982 with a bachelor's
degree in engineering majoring in electronic engineering. She is a senior
engineer and had worked with Livjibu Taiyuan Fenxi Machinery Factory
and Hangzhou Dongbao Air Conditioner Factory. She has over 18 years
of experience in R&D. Ms. Wang is responsible for overseeing the QC
Department of the Group. She joined the Group in April 2001.

Qudlified accountant and company secretary

Mr. Tsao Hoi Ho, aged 44, is the financial controller of the Group. He
holds a Master of Business Administration degree from the University of
Warwick. He is a certified public accountant of the Hong Kong Institute of
Certified Public Accountants and member of Institute of Chartered
Accountants of New Zealand, Institute of Chartered Secretaries and
Administrators, Australasian Institute of Banking & Finance plus Bankers'
Institute of New Zealand. Prior fo joining the Company, Mr. Tsao was the
Qualified Accountant for a listed company, whose shares are listed on the
Stock Exchange. Mr. Tsao joined the Group in November 2008 and has
over 18 years’ experience in auditing, finance and company secretary.
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The Directors present their annual report together with the audited
consolidated financial statements for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activities of the Company are the design, manufacture and
sale of intelligent controller systems for various consumer electrical and
electronic appliances and the assembly of mobile phones. Details of the
principal activities of its subsidiaries are set out in nofe 42 to the consolidated
financial statements.

Analysis of the Group's performance for the year by business and
geographic segments is set out in note 8 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2008 are set
out in the consolidated income statement on page 30.

The Directors do not recommend the payment of any dividend in respect

of the year ended 31 December 2008.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment of the Group during
the year are set out in note 15 to the consolidated financial statements.

SHARE CAPITAL
Details of the share capital of the Company are set out in note 31 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on page 33. The
Company has no reserve available for distribution to shareholders as at

31 December 2008.
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BANK BORROWINGS
Details of bank borrowings of the Group during the year are set out in note
32 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association
of the Company and no restriction against such rights under the laws of
the People’s Republic of China (the “PRC"), which will oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

SUMMARY OF FINANCIAL INFORMATION
A summary of the results and assets and liabilities of the Group for the last
five financial years is set out on pages 101 to 102.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the
Company's shares during the year.

SHARE OPTIONS

As at the date of this report, no option has been granted or agreed to be
granted by the Company fo any of its Directors, Supervisors or employees
of the Company or its subsidiaries.

DIRECTORS
The Directors of the Company during the year and up to the date of this
report were:

Executive Directors
M. Liv Xiao Chun
Mr. Gong Zheng Jun
Mr. Chen Zheng Tu

[appointed on 5 November 2008

Non-executive Directors
Mr. Zheng Yi Song

M. Liv Feng

Mr. Wang Wei Shi

Independent non-executive Directors

Mr. Pang Jun [appointed on 6 November 2008
Mr. law Hon Hing Henry  [appointed on 3 September 2008
Professor Fang Min (appointed on 27 February 2009)
Mr. Tang Zhen Ming [resigned on 27 February 2009)
Mr. Ding Gang Vi [resigned on & November 2008)
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DIRECTORS (continued)
Supervisors

Ms. Wang Ying

M. Yang Li

Mr. Cheng Ping

Members of the audit committee

Mr. Pang Jun (Chairman) [appointed on 6 November 2008
Mr. law Hon Hing Henry  [appointed on 3 September 2008
Professor Fang Min (appointed on 27 February 2009)
Mr. Tang Zhen Ming [resigned on & November 2008)
Mr. Ku Kin Shing [resigned on 30 April 2008)

Mr. Ding Gang Vi [resigned on & November 2008)

In accordance with Articles 89 and 112 of the Company's Articles of
Association, the Directors and Supervisors appointed by the Board since
last shareholders” annual general meeting shall be elected af the coming
shareholders’ general meeting for a term of three years. A director or
supervisor may serve consecufive terms if reelected upon the expiration of
the terms.

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Brief biographical details of Directors, Supervisors and senior management
are set out on page 16 fo page 18.

DIRECTORS” AND SUPERVISORS’ SERVICE CONTRACTS

Each of the Directors and Supervisors has entered info a service contract
with the Company for a term of three years from his/her date of appointment
as a Director or, as the case may be, as a Supervisor and thereafter
subject fo termination by either party giving not less than one month'’s
written nofice fo the other party.

Save as disclosed above, no Directors or Supervisors who are proposed
for re-election at the forthcoming annual general meeting has entered into
any service contract with the Company which is not determinable within
one year without payment of compensation, other than statutory
compensation.

DIRECTORS” AND SUPERVISORS’ INTERESTS IN CONTRACTS

Apart from the Directors’ and Supervisors' service contracts disclosed above,
no confracts of significance in relation to the Group's business fo which the
Company or ifs subsidiaries was a party and in which a Director or a
Supervisor of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS- CONTINUED
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DIRECTORS’, CHIEF EXECUTIVES" AND SUPERVISORS’ INTERESTS IN B FETBAERESALRATROHN
THE SHARES OF THE COMPANY HE i@
At 31 December 2008, the interests and long positions of each Director, RZZEZENF+ZA=+—H ARFKE

ECFETBRABRESERAARA KEBB
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EXVER) B - BEARG RESFS  BEAR
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Chief Executive and Supervisor of the Company in the shares, underlying
shares and debentures of the Company and its associated corporations
(within the meaning of part XV of the Securities and Futures Ordinance (the
"SFO")), as recorded in the register maintained by the Company under
Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant fo the minimum standards of dealing by directors
as referred fo in Rules 5.40 to 5.58 of the Rules Governing the Listing of

Securities on the Growth Enterprise Market of The Stock Exchange of 28I HRKIZEE A& A Q&) K& B 22 BT A # 2=
Hong Kong Limited (the "“GEM Listing Rules”), were as follows: HEWMT

Ordinary shares of RMBO. 10 each of the Company as at 31 December RZZEZENF+_A=+—HBARGERKRHEE

2008:

Name of Director/

Number of
Domestic Shares
of RMBO.10 each

(the “Domestic
Shares”) held

Chief Executive/ FriFEkREE
Supervisor ARH0.107T
BE FETHRAES HAER
EEnE (RERD EH
Mr. Gong Zheng Jun 91,650,000
BIEELA Domestic Shares
(note 2)

91,650,000/ A& f

(FF5E2)

Mr. Chen Zheng Tu 63,100,000
FRIEL+ %4 Domestic Shares
(note 2)

63,100,000 A& i%

(FF5E2)

M. Yang Li 41,500,000
B A Domestic Shares
(note 2)

41,500,000 M E I

(FF5E2)

Mr. Zheng Yi Song 129,500,000

BRI E

22

Domestic Shares [note 2)
129,500,0000% A& f%
(fF3E2)

Nature of
interest

RERMtE

Beneficial owner

EmfEBA

Beneficial owner

EmfEBA

Beneficial owner

EmfEBA

Interest of controlled
corporation (note 1)
SPGB A

(B=ED)

ARBO. 10Ty Emk

Approximate
percentage of
shareholding
held in same

Approximate
percentage of
shareholding in

class of the registered

securities capital

Long/short 1 E %R 1EEEMEAR

position Bt BMAOER

% RR ERBSL Bk

Long position 24.77% 18.33%
R

Long position 17.05% 12.62%
R

Long position 11.22% 8.30%
R

Long position 35.00% 25.90%

R
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Notes:

(1)

(2)

Mr. Zheng Yi Song is not a registered shareholder of the Company. His
indirect shareholding interest in 129,500,000 shares of the Company is
held through Shenzhen Ruilian Investment Company Limited (*Shenzhen
Ruilian”), which holds a 90% direct interest in China Ruilian Holding
Corporation [“China Ruilian”), a registered shareholder in 129,500,000

shares of the Company.

Both Shenzhen Ruilian and China Ruilian are established and based in the
PRC. M. Zheng Yi Song holds a direct interest of 32% in Shenzhen Ruilian.

Domestic Shares of a nominal value of RMBO. 10 each, in the registered
capital of the Company, which are subscribed for or credited as fully-paid in
Renminbi.

Save as disclosed above, af no time during the year did the Directors,

Chief

Executives and Supervisors (including their spouse and children under

18 years of age) had any inferest in, or had been granted, or exercised,

any Ti

ghts to subscribe for shares of the Company or its associated

corporations [within the meaning of SFO).

Apart

from the above, at no time during the year was the Company or its

subsidiaries a party to any arrangement enabling the Directors, Chief

Executives and Supervisors of the Company fo hold any interests or short

positions in the shares or underlying shares in, or debentures of, the

Company or ifs associated corporation.

BRIMFEEVWIERRRELRR - RRERA
129,500,000 k) ] £ A 4 =2 325 8 R YI3m i &
EEEARDA (DRIRH]) FA o RYIHEE
BEEDERBEXEEER AR ([HERE])
Q0% E Btz » P B InE & 129,500,000/%
RRRBRHOBEDRER -

AR N 3 B e v B 3 B 45 28 I o B A SZ B DA e B

REM BRIMELEBEERFERIERE32%#E
(2) ARBEMERTTREEBARKEO.I0THA
ERTIAANRERBIARIMERE ©

BREXFEEEN  RAFENTAER - 8
BEE TETBRABRESZ (BERSZES
K R+ N\ F 220) RA R B 3k H AR BX
(EEREFHFLBEGRD) 0B B T4
o ACERLCTEARBZFROEM
REF o

B EXPratE SN - RAFEMERER - A2
AIKEMB AR ET L EMRHE - BMEAR
AEE FBTHRABREEHAARAHH
HEEOEEN RN  HERDHEFEAERL

NN
KB o
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE SHARES OF THE
COMPANY

According to the register of substantial shareholders maintained under
section 336 of the SFO, as at 31 December 2008, the Company had
been notified the following substantial shareholders’ were interested in 5%
or more of the Company's issued share capital. These interests are in
addition to those disclosed above in respect of the Directors, Chief
Executives and Supervisors.

Name of Number of  Nature of
shareholder shares held interest
BREE, BB EROEE REREME
China Ruilian 129,500,000  Beneficial owner
b B R B Domestic Shares B IEHB A
(notes 1 and 2 above)
129,500,0000% R & i%
(ExCFisE1 X 2)
Shenzhen Ruilian 129,500,000 Interest of controlled
IR Y| Frm B Domestic Shares  corporation
(notes 1 and 2 above) =EHIA AR
129,500,0000% R & A%
(ExCFisE1 X 2)
Wang Ya Qun 37,850,000 Beneficial owner
Fondf Domestic Shares  E#EA A

(note 2 above)
37,850,000% M & %
(ExHeRE2)

Martin Currie China 14,245,000 H Shares  Investment manager
Hedge Fund Limited [nofe 1) B IE
14,245 ,000/%HR%
(BFZED)

Martin Currie Investment 14,245,000 H shares  Investment manager
Management Limited note 1) REKIE
14,245 O00/ZHR%
(BF=ET)

24

FTERRRAQRIRMDHOERS

EREESFMMEGRIFEISOHEREFENE
ERREBLMBER R-_TTNF+ A=+
—H - ARBREHNGUATEIERREAART
EEITHRAS% A Efam o EL e |at A
EXBBEERESE  T2THRABREEH

Approximate
percentage of
shareholding

Long/short in same class

position of securities
1EE R 2

%R BAOFERB DL

Long position 35.00%

HE

Long position 35.00%

HE

Long position 10.23%

HE

Long position 10.96%

HE

Long position 10.96%

HE

Approximate
percentage of
shareholding in
the registered
capital
IHEMER
BHOFRBE D

25.90%

25.90%

7.57%

2.85%

2.85%
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Name of Number of Nature of
shareholder shares held interest
RERESR,ERB sl 88 EEME
Dai Huan 8,200,000 Beneficial owner
H shares (note 1) EmEA A
8,200,000/HM%
(FET)

Note:

(1) "H Sharels)" represent overseas listed foreign share(s) of a nominal value of
RMBO. 10 each in the registered capital of the Company, which are listed
on the GEM and subscribed for and traded in Hong Kong dollars.

MANAGEMENT CONTRACTS

No confract concerning the management and administration of the whole
or any substantial part of the business of the Company was entered info or
existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS
The percentage of sales and purchases for the year atfributable to the
Group's major cusfomers and suppliers are as follows:

Sales
— the largest customer 9.50%
— five largest customers combined 41.50%
Purchases
— the largest supplier 8.50%
— five largest suppliers combined 21.90%

Approximate Approximate
percentage of percentage of
shareholding  shareholding in
Long/short in same class the registered
position of securities capital
1EEIER R 2 EEMER
WOk R BAOERASE  BMOBRESL
Long position 6.31% 1.64%
e
B &t
(1) HEIAARAIMEATEEEEARY
0.107TTH /B EMmSNER - MAIZER L™ - I
NETRERESR -
EEEASN

FAMBEIT LRI BEEBEARA KM E
ZHMOEBHNEERITHRAH -

TEEFPRHER
AEEAGSEIERTFPRHERAEENHEER
REBA LT

—RAEFP 9.50%

—AREPAR 41.50%
23

—BRARHER 8.50%

—hARHER AR 21.90%
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EERHEE- =

COMPLIANCE WITH THE CODE

The Company has complied with all the code provisions set out in Appendix
15 Code on Corporate Governance Practices of the GEM Listing Rules
throughout the financial year ended 3 1December 2008.

RELATED PARTY TRANSACTIONS
Details of related party transactions of the Group, are set out in note 40 to
the consolidated financial statements.

COMPETING INTERESTS

None of the Directors, the management shareholders of the Company
and their respective associates (as defined in the GEM Listing Rules) had
any inferest in any business that directly or indirectly competes with the
business of the Group or has any other conflicts of interest.

AUDITORS

Messrs. PKF were appointed as auditors of the Company with effect from
30 November 2007 to fill the vacancy made by Deloitte Touche Tohmatsu
with effect from 28 November 2007 .

Messrs. Lo and Kwong C.PA. Company Limited were appointed as auditors
at the Company with effect from 15 January 2009 to fill the vacancy
made by Messrs. PKF with effect from 13 November 2008.

The financial statements for the year have been audited by Messrs. Lo and
Kwong C.P.A. Company limited, who retfire and, being eligible, offer
themselves for reappointment at the forthcoming Annual General Meeting
of the Company.

On behalf of the Board

Liu Xiao Chun
Chairman

Ningbo, The PRC, 28 March 2009

& <F R
REBEE-ZTENF+_A=+—HILHKF
B ARB—EETAIZER EHRRIME 55
KERFEMRTRIFTEA ST RIME

HEXS
AEENBERHFBHANGE M RKM T
40 -

BEER

EF ARREEEBERREEEEENBEA
T (ERRAERETRAD MERER AR E
HEAKEXBRBRANGFNTAXRBHHRARE
@ METFAEEMNaEER -

7% 4]

RERER (BB GFAMEHLME ST LF
T—A=1TEREZE/SANRAZHA - LIEH
WY BEERISMTE T LF+—
AZTNBEMEENZR -

ERSHMEBMAERATAE —_TENAF— A
THRREZEAARRRREAE - AW KE
RER (FA)GHAMEFEME_FTTNF+—
AT=BEMELEMNZEHR -

AEEMBRROAEBEAMEBRERAQAF

B ZSRMEBAEEER  AFEERK
FRENARAEERRAFKGEISETL -

RREZE

FiE
RS

PREE —_EFEAFE=A_+/\AH
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INDEPENDENT AUDITOR’S

B iGE kS S

‘.J‘EEE AESEBFRERA
LO AND KWONG C.P.A. COMPANY LIMITED

Business Advisory

1304, 13/F

Shanghai Industrial Investment Bldg,
60 Hennessy Road

Wanchai, Hong Kong

TO THE SHAREHOLDERS OF NINGBO YIDONG ELECTRONIC
COMPANY LIMITED INCORPORATED IN PEOPLE’S REPUBLIC
OF CHINA WITH LIMITED LIABILITY

We were engaged fo audit the consolidated financial statements of Ningbo
Yidong Electronic Company Limited (the "Company”) and its subsidiaries
(collectively referred to as the “Group”] set out on pages 30 to 100,
which comprise the consolidated balance sheet as af 31 December 2008,
and the consolidated income statement, the consolidated statement of
changes in equity and the consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanafory nofes.

Directors’ responsibility for the consolidated financial statements

The directors of the Company are responsible for the preparation and the
frue and fair presentation of these consolidated financial statements in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and fo report our opinion solely to you, as
a body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Except for the limitation in the scope of our work as explained below, we
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material misstatement.

REPORT

EREMELRERLT

=5
s
/B sHEO0%

FEBEXAEI3Z1304%

BRERETFROBRIFIALRR
(RAPZEARANBEMEINRD AR
nFE])

AZBE B EERINHENEIOE] OOE?}&UE
ETERODAR2B([EAR]) REMBLR

(HEIESE]) NEAMBERE *“EP@%EEC
—EENFF_A=ZTHENREEERER
HEEZALFENRARER Saas

BRMGERERER  UNETEEFEEM
ERHTHBAMGE -

EE mAﬁﬁ""i&%/,\%TE’JfE
ERAREFAAEREEEGMASHEMN

EREMBRSE EE‘J&%%QW\M&UM&&%&E
REYEEMAFHE2INGAMBERE - LE
TERRT BERLREFERRYEEMAF

WE2INEGREMBRRAMNABPEE - UHER
HAVBRRTFEBRKFFRERMERDN
EAERRM  ERYEREEN G BR
R ARBRIELE BN AR -

REEMHNEE
AZBMNETRREFZTFNER - Hit
%%?/m\ﬁﬁ%i&%%ﬁ%ﬁﬁ iz BEN R R E &
i%ﬁx%({’ﬁi% E =) MimE - KRk 2 9N 1E
HER#%Z - $¢?§kﬁﬂi$ﬂ5ﬁTE¢t$iE¢E’JWm EINES
METALTEESAERE -

BTXAEEN TIEHRERSBIIN - NZHED
BREBGAMASEMNETEETRELET

BT ZFEAREAZEMEBETERR
STHE WREIRETER  UEEMBEES

EMBRREE NFEERBRRA -
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However, because of the matters described in the basis for disclaimer of
opinion paragraph, we were not able fo obfain appropriate audit evidence
to provide a basis for an audit opinion.

Material fundamental uncertainty relating to the going concern basis

In forming our opinion, we have considered the adequacy of the disclosures
made in the financial statements made in note 2 to the consolidated financial
stafements concerning the basis of preparation of the consolidated financial
statfements made by the direcfors. As explained in nofe 2 to the consolidated
financial statements, the Group is currently undertaking a number of
measures fo relieve the current profitability and liquidity problem of the

Group.

The consolidated financial statements have been prepared on a going
concern basis, the validity of which depends upon the ongoing support of
the Group's bankers and/ or the financial institutions, the undertaken
financial support by a substantial shareholder, and the attainment of
profitable and positive cash flow operations of the Group 1o meet ifs future
working capital and financial requirements.

We consider that appropriate disclosures have been made in such
consolidated financial statements concerning the relevant material
uncertainty, but the inherent uncertainties surrounding the circumstances,
under which the Group might successfully continue to adopt the going
concem boasis are so extreme, we have disclaimed our opinion on material
uncertainty relafing fo the going concern basis.

The consolidated financial statements of the Group do not include any
adjustment that would be necessary if the Group failed to operate as a
going concern. Had the going concern basis not been used, adjustments
would have to be made fo reduce the value of the Group's assets to their
recoverable amounts, to provide for any further liabilities which might arise,
and fo reclassify non-current assets and non-current liabilities as current
assefs and current liabilities respectively.

AR ARITRTBEENEE] —BRFAENE
B ARHEARERFAENEZERE - UIE
REZBROMER -

FRFEREEENERTHAMREE
RHEFTERR  AEBMEEREETNEAY
BHRRMEEMSE M BRREBRELEMEL
MEREEH - HAERA M RRNE2AHE
B BESEILETZEERNANE E5E
BENENENIRRBDESHE -

RAVBBRRDUFELEEEMBR  ME
REEBRIDEBRE BEEEERBIR%E
MEBFLNRESS  —RTERRSAR
EHOM B Uk SEEEERANATE

TREMRASCRENZENENEAREE
B hMBRE -

AZBMRRZEGEMBERRCEEHRE
BRNEATHBEEZ - B SREESTKY
BEXARELEENZAERRBR TS E -
AZBE e BEELEEEHABNERS
PAERERER -

EXEERERAVBBRRLERREMNE &
SEREFELEMAEAELNEMBE -
HARBEATELLEERHGE M BERSE - R
DRBELABARE EEEEEMNEESR
HuWeEEE  REMAELRORKEER
- AREERBDEERFERDREENEE
DERRPEENRBAE -
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Disclaimer of opinion: disclaimer of view given by consolidated financial
statements

Because of the significance of the matters described in the basis for material
fundamental uncertainty relating o going concern basis paragraph, we
do not express an opinion on the consolidated financial statements as to
whether they give a frue and fair view of the state of affairs of the Group
at 31 December 2008 and of the loss and cash flows of the Group for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and as fo whether the financial statements have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Lo and Kwong C.P.A. Company Limited
Certified Public Accountants

Lo Wah Wai

Practising Certificate Number : PO2693

Hong Kong
28 March 2009

TRABR  HEAUBRRFAERRFRT
=R
HRAERECEEENEATHARE] —
BFAEENEEN - MARBE T HES M
BHREACEECREBEEEVBHRSLEINEEM R
T2y BEEER-_FTENF+_A=1+—
BEBAAE BESEHEZALFENE
BERERE  URMBREREEEREELE
RAGPINEEREZSHEERTER -

ERETT SR AARA R

BEB KB ATAD
EER

MEFBEHRE - P02693

e
—EENF=ZA=-+N\RH
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CONSOLIDATED

el §A

Revenue

Cost of sales

Gross (loss) /profit

Other income

Selling and distribution expenses

Administrative expenses

Finance costs

Unrealised gain on change of
status from subsidiaries fo
availableforsale investment

Gain on disposal of an associate

Gain on disposal of subsidiaries

Loss on invalidation of a subsidiary

Loss before tax

Income tax expenses

Loss for the year

Attributable fo:

Equity holders of the Company

Minority interests

Dividends

Loss per share
Basic

Diluted

30

INCOME STATEMENT

W

BHER A
(EHB) /E7
He A
BERDHER
THER

BB R

BT A A & 1) 2
ZAREBE W

H U

Bk

HE—KBE QA
& KB B A as
7 3K T 8 2 B MBS 18
BRBE A& 1B

P 1S BB 32
FABE

FE1E -
RRBBERE A

DB R

FREE
K

8

Notes
B 5
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13

14

for the year ended 31 December 2008
HE—FF\F+-A=+—HILFE

2008 2007
—2TN\F —ETLF
RMB’000 RMB'000
ARET T ARETT
94,522 362,378
(98,951) (327,057
(4,429) 35,321
54,294 6,186
(1,024) (4,850)
(153,887) (179,139
(32,285) (31,862)
6,729 -
1,080 -

- 5,915

(7,408) -
(136,930) (168,429)
(125) (23,155)
(137,055) (191,584
(135,447) (190,476)
(1,608) (1,108)
(137,055) (191,584
RMBA RB#(27.09cents?) RMBA E#(38.10cents5)
N/ATE N/AT 3 £
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moBERR®

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

2008 2007
—EENF —TTAF
Notes RMB’000 RMB'0O00
s AR®TT ARETIT
ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant and equipment ME - BB REE 15 237,825 264,949
Prepaid lease payments TR HEER 16 11,584 36,341
Interests in associates Bt N B 17 - -
Construction deposifs TiEEe 662 744
250,071 302,034
Current assets mEEE
Inventories FE 18 42,500 55,899
Loan receivable & E & 19 - 1,000
Trade and bills receivables e Uy & % BRANEE 20 6,949 9,622
Prepayments, deposits and BNRE BHERkEE
other receivables & U EE 20,592 17,970
Prepaid lease payments B HE R 16 375 Q41
Amount due from a shareholder JE W — 2 xR 8 21 - 7,798
Amounts due from minority shareholders JE W > B 3R BRIR 22 710 721
Amounts due from directors FEUN E E B 23 533 600
Amounts due from related companies e /NETE =] 24 536 34,292
Availablefor-sale investments A ERE 25 - -
Heldfor-trading investments KEBEBERE 26 = 475
Pledged bank deposits EEFRITER 27 9,150 96,171
Bank balances and cash RITHEBR AR S 27 4,103 106,105
85,448 331,594
Current liabilities nEEaE
Trade and bills payables H’gé NEZERREE 28 86,084 70,507
Other payables and accruals ® & ﬁ RN ERTE R 82,314 160,649
Receipt in advance i‘ﬁ Wk IE 10,896 11,442
Amount due fo a shareholder JE A~ — % fi% 5 5k 18 21 141,413 107,291
Amounts due to minority shareholders FERT DB R R 18 22 2,620 1,871
Amounts due fo directors JE E E A 23 8,465 9,500
Amounts due fo related companies JEAT R E A B FE 24 13,186 18,169
Amount due to an associate BN —KEE R j K IR - 19,311
Dividends payable & A5 B2 4,440 4,440
Income tax payable & A5F P15 ¢ 872 769
Bank borrowings fEf BE 29 124,670 225,840
Current portion of deferred revenue i 3T W 25 BV A BF 9> 30 128 057
475,088 630,446
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Net current liabilities

Total assets less
current liabilities

Non-current liability
Deferred revenue

NET LIABILITIES

Capital and reserves
Share capital
Reserves

Minority inferests

DEFICIENCY OF SHAREHOLDERS'
FUNDS

REBEEFRE
REERRBAR
FRBEE

i FE Y 5n
BEFEH

XK f#E

(LN

ff 18
DB R s

APPROVED AND AUTHORISED FOR ISSUE BY THE BOARD OF

DIRECTORS ON 28 MARCH 2009.

32

Liu Xiao Chun
El=E=3
Director

EF

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

2008 2007

—EENF —ETEF
Notes RMB’000 RMB’'000
st ARBTT ARETIT
(389,640) (298,852)
(139,569) 3,182

30 - (4,553)
(139,569) (1,371)

31 50,000 50,000
(190,183) (53,614
(140,183) (3,614)

614 2,243

(139,569) (1,3717)

REFGNR _TZENF=ZA-+N\BHEEK

1 T 3%

Chen Zheng Tu
BRIEL

Director

g
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CONSOLIDATED

molgES@meE

At 1 January 2007

Exchange differences arising
on translation of foreign
operations and net income
recognised directly in equity

Loss for the year

Total recognised income
and expenses for the year
Appropriations
Release on disposal of
a subsidiary

At 31 December 2007 and
1 January 2008

Capital injection from
Minority Interests

Exchange differences arising
on franslation of foreign
operations and nef income
recognised directly in equity

Loss for the year

Total recognised income
and expenses for the year

Release on change of status
from a subsidiary fo

availablefor-sales investment

At 31 December 2008

R-ZTtF-A—H

RpE R MELHN
EXEENEREER
BRORAFE

FRER

FREHRBYAR
Rx#E

pals

HE—RIB AR RR

2

BRTA

9\
RpE B EEMELMN
EXEENEREER
REPAFE
FRER

FREBRZBAR
Rx#E

A ZHEAREATH
HERERRE

RZEEN\F+=A=+-A

STATEMENT OF CHANGES IN EQUITY

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

Statutory
surplus Trans-  Accumu- Minority
Share Capital  reserve lation lated interests
capital reserve  EEEE reserve losses Total LY Total
BA  EffGEE MaE  ENRE  RHER B RRER #st
RMB'O00 RMB'O00 RMB'OO0 RMB'O0O0 RMB'O0O0 RMB'O0O RMB'000 RMB'000
ARBTL ARETR ARETE ARETE ARETT ARETL ARETR ARETR
(Note a)  (Note b)
(i) (b
50,000 40,449 24,772 1,915 67,004 184,140 3,400 187,540
- - - 2,722 - 2,722 - 2,722
- - - - (190,476) (190,476]  (1,108) (191,584)
- - - 2,722 (190,476 (187,754)  (1,108) (188,862
- - 226 - (226) - - -
_ - - - - - (49) (49)
50,000 40,449 24,998 4,637 (123,698  (3,614) 2,243 (1,371)
- - - - - - 700 700
- - - (1,122) - (1,122) - (1,122)
- - - — (135447) (135447)  (1,608) (137,055
- - - (1,122) (135447 (136,569) (Q08) (137,477)
- - - - - - (721) (721)
50,000 40,449 24,998 3,515 (259,145) (140,183 614 (139,569)
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Note:

[a)

(b)

~z

Capital reserve

Capital reserve includes the share premium arising from the issue of H shares
after deduction of the respective share issuance costs of the Company.

Statutory surplus reserve

The Articles of Association of the Company and its subsidiaries established
in the PRC require the appropriation of 10% of their profit after income tax
determined under the PRC accounting standards each year to the statutory
surplus reserve until the balance reaches 50% of the registered share capital.
According to the provision of the Company’s Arficles of Association, under
normal circumstances, the statutory surplus reserve shall only be used for
making up losses, capitalisation into share capital and expansion of the
Company’s production and operation. For the capitalisation of sfatutory surplus
reserve into share capital, the remaining amount of such reserve shall not be
less than 25% of the registered share capital.

B RE -

(a)

(b)

for the year ended 31 December 2008
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NG

BARBEBARAZETHREENBROEE
(BB EITRA) °

EERBAESR

AAREERPEKZHNME QAR AR ER
AMABRE  BSFRAERBEPESAENAEN
BAABHREENNIOBBAEERBIES -
HEEARMEHREIEMBRANS0% - REAR
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25% °
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CONSOLIDATED CASH

moBamEas

OPERATING ACTIVITIES
Loss before tax
Adjustments for:
Amortisation of prepaid lease payments
Depreciation of property, plant and equipment
Finance costs
Government grants received recognised
as income
Impairment loss on amount due from a related
company
Impairment loss on property, plant and equipment
Impairment loss on trade receivables, deposits and
other receivables
Bad debts writien off
Inferest income
Provision for liabilities
Gain on disposal of plant, equipment, property
and corresponding land
Loss on invalidation of subsidiaries
Loss on disposal of heldfortrading investments
Provision for litigation
Unrealised gain on change of status from
subsidiaries fo availableforsales invesiment
Impairment of inventories

ELN5IIEE FHE

HHEENEER

ME - BERREBTE
BB R

B R SR AN D WK
mye

& W — ) B 5 2 A 3R IR
B &5 1R

W% - BB KR BRERR

RKREZER  BEREE
IR U2 B 5% B R 1B S 1R

55 5

A S A

BEEE
HEME - RE-WER
A FE £ 3 B e

P SE MY B~ 7] 2 B 18

HERFEERERR
A AR

FLOW STATEMENT
Notes
B
KK
b 5 B S 18

HfBAREB R HEEREL

EUE s EE BT
7 HHOR
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for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

2008
—BENF
RMB’000
ARBF T

(136,930)

479
13,423
30,957

(5,082)

51,342
18,556

31,877
564
(2,993)
6,636

(38,934)
7,408
15
16,175

(6,729)
2,667

2007
—EELHF
RMB’'000
AREEFIT

(168,429)
479
13,122
31,862
(1,650)
16,795
62,137

1,434
(2,285
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CONSOLIDATED CASH FLOW STATEMENT - CONTINUED
HoBEHER-a

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

2008 2007
—EENF —ETEF
Notes RMB’000 RMB’'000

M ARSTRT ARETTT

Operating cash flows before movements in working & 18 & & & &) i #) & &
R

capital HERE (10,569) 1,647
Decrease/ (increase) in inventories FERAL,/(3Em) 9,985 (489)
(Increase]/ decrease in frade and bills receivables  FEU E 5 B8R 38 & 4% (38 0)

e Vo (10,634) 33,719
(Increasel/ decrease in prepayments, deposits and T 5KIE ~ e R HE
other receivables FE U BR 7R (38 hn) Rk (36,432) 15,096
Decrease in amount due from a shareholder JiE Wy — 24 A% B8 SR IE R 7,798 21
Decrease in amount due from minonity shareholders & 1 /> 1 % & 5% 18 &% 2 11 -
Decrease in amount due from directors JE W =5 BRIE R 67 Q12
Increase in amount due from related companies JFE Ui B8 3 N B SRIE HE hN - (50,709)
Increase in heldfortrading investments BIEEEREL N = (2)
Decrease in frade and bills payables ENEZERERERE
> (15,198) (151,191
(Decrease]/ increase in other payables and accruals & & FEAT BR 3k & FEFHE A
R4 /48 (9,582) 12,740
(Decrease)/ increase in amount due fo associate JEA — KBt & R B FRIA
CR4) /1 m (19,311) 19,311
Decrease in amounts due fo direcfors JE < E == BRIE R (1,035) -
Increase in amounts due fo related companies JE 1~ B 32 R B FRIE S AN - 233
Increase in amounts due fo minority shareholders JFE 15 ) SR 3R R IE 12 749 1,591
(Decrease)/ increase i receipt in advance UK IE CR L) /1 (54¢6) 11,442
Cash used in operations KEEBHMARE (84,697) (105,679)
Income faxes paid SRR (22) (5,831)
NET CASH USED IN OPERATING ACTIVITIES K& XM AR S FEEE (84,719) (111,510
INVESTING ACTIVITIES BREEE
Net cash outflow on disposal of subsidiaries HEWBRAR 2B R L F5 - (662)
Decrease in pledged bank deposits B ERIT I BB 87,021 5,308
Purchase of property, plant and equipment BEWME  BELZHE (22,808) (36,963)
Decrease in loan receivable & W B FOR 1,000 1,480
Decrease in construction deposits ITRE®MD 82 844
Net cash outflow on change of status from HMBARBEAAMHEEREZ
subsidiaries to availablefor-sale investment SHEHMEENRES ML FRE (242) -
Interest received B UF B 2,993 2,285
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CONSOLIDATED CASH
HoBEHER-a

Capital injection from minority shareholders

Receipt from disposal of held-forfrading
investments

Received in advance

NET CASH FROM INVESTING ACTIVITIES

FINANCING ACTIVITIES
Advanced from a director

New bank loans raised
Repayment of bank loans

Inferest paid

Advance from a shareholder
Advance from a related company

NET CASH (USED IN) / GENERATED FROM
FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

EFFECT OF FOREIGH EXCHANGE RATE
CHANGES, NET

CASH AND CASH EQUIVALENTS AT THE END

OF THE YEAR,

represented by bank balances and cash

FLOW STATEMENT - CONTINUED

for the year ended 31 December 2008
HE—FF\F+-A=+—HILFE

2008 2007
—EENF —TELF
RMB’000 RMB'000
ARETT ARETT
LEBRFEE 700 -
HEREEEREMSHIA
460 -
8 R IR = 80,000
REFBFRE
BEFH 69,206 52,292
BEAD
EEER = 9,500
HIRITER 245,728 540,666
BERITER (346,898) (601,084)
EERRAINS) (19,696) (31,862
B —BRERABK 18,389 107,291
—KEERBER 17,110 17,936
MEEH FrA) FIERE
F (85,367) 42,447
RekBREEEEE
D R (100,880) (16,771)
FUNRERREEERR
106,105 121,458
ERFBHTEFE
(1,122) 1,418
FRNBAETRREEEEE -
BRTTRHB AT 4,103 106,105
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GENERAL INFORMATION

The Company is a joint stock limited liability company established
in the People’s Republic of China [the "PRC") and its shares are
listed on the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company
are disclosed in the “Corporate Information” section to the annual
report.

The consolidated financial statements are presented in Renminbi
["RMB”), which is the same as the functional currency of the Company.

The principal activities of the Group are the design, manufacture
and sale of intelligent controller systems for consumer electrical and
electronic appliances and the assembly of mobile phones in the

PRC.

BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS AND MATERIAL
FUNDAMENTAL UNCERTAINTIES IN RESPECT OF
GOING CONCERN

Basis of preparation

These consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
["HKFRSs") (which include all applicable Hong Kong Accounting
Standards ["HKASs" and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants ["HKICPA") and accounting
principles generally accepted in Hong Kong. The financial statements
comply with the applicable disclosure requirements of the Hong
Kong Companies Ordinance and the Rules Governing the Listing of
Securifies on the GEM of The Stock Exchange of Hong Kong Limited
["GEM Listing Rules”). They have been prepared under the historical
cosf convention, except for certain financial instruments, which are
measured af fair value as explained in the accounting policies set
outf in note 4.

Material fundamental uncertainties in respect of going concern

In preparing the consolidated financial statements, the directors have
given careful consideration to the future liquidity of the Group in
light of its net current liabilities of RMB389,640,000 as at 31
December 2008 and a net loss attributable to the shareholders of
approximately RMB 135,447,000 for the year ended 31 December
2008. The Group financed its capital intensive operations by short-
ferm bank borrowings and shareholders” equity. It fends to maintain
a fair level of shortterm bank borrowings which are renewed on a
regular basis, as the borrowing costs of such arrangement are
relatively lower. The directors are of the opinion that, after taking
info account the presently available banking facilities and internall

for the year ended 31 December 2008

HE_LTTN\FF_A=+—HIFFE
—REH
ARBBNPEARKME ([HE]) KT
MO BRAR HRDEFTEBHAXS
FrBERAR ([BRM])BIERER - AR
AMEMMRERERTZLEMHCRNFR
[RBEVER — SRR -

RAMBBRERARNRANEEEARE
(TAR®1) 273 -

AEEFEETRUEERT RERHE
AARZREEESLRETHAMNERE
BERRGAREKBRRBDERNEL

REVBEBRRNGREEREBEEZE
RENBEATHERR

mREXE
WEGRAMBRRDIRBEBEGTNAE
(IBERGFEMAG]) RANEEYNBRE
ZQ ([HBMBREER]) (AP REMR
BERzERGTEA([BEGER]
k2E)) RBELRGARAMmE - B
BREANTABERAGRIRETEHERS
FrAERDRIBIERRES EMARR (18] %FR
EARADOERBRERTE - WFHEAY
BHMRRELRAEORE - M E4PR
H B BREMEMEE THRATEFEN
SR T AR -

FRFECENERTRERE
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BARI389,640,000 REEZ=ZFTZE/)N\
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BREAOANRE 135,447,000 - HES
EEREZEAEENRIRDE MM
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BH -EERR KREERERAPHANR
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financial resources, the Group has sufficient working capital for its

present requirements and will be able to meet in full its liabilities as

they fall due in the foreseeable future. The opinion is based on the

following:

(i

(i)

(ifi)

(iv)

(V)

The amounts of banking facilities available to the Group
granted by various banks at 31 December 2008 was
RMB249,220,000 in which RMB 124,670,000 was utilised
as at 31 December 2008. Approximately RMB 124,550,000
of the unutilised banking facilities will expire one year affer
the balance sheet date. The directors of the Company are in
ongoing negotiations with the Group's bankers to seek their
ongoing support o the Group.

A substantial shareholder has undertaken to provide the
financial support the Group.

The directors of the Company confinue fo fake action fo tighten
cost controls over factory overheads and various general and
administrative expenses, and are actively seeking new
investment and business opportunities with an aim fo affain
profitable and positive cash flow operations.

Various products with higher profit margin, such as advanced
LED products, have been infroduced by the Group with the
aim fo diversify the Group's products and improve profitability.
The directors expected that LED business would become a
major confributor o the Group's furnover and net profit in the
future.

Pursuant fo the circular dated 31 October 2008, the Company
enfered info a provisional sale and purchase agreement with
local government (“the Purchaser”) on 20 December 2006
for the disposal of the land use right together with buildings
thereon (collectively referred to “the Property”) for a preliminary
consideration of approximately RMB120,000,000. On 17
August 2007, a supplementary agreement was signed
between the Company and the Purchaser, the aforesaid fofal
consideration was amended to RMB80O,000,000 which is
subject fo the valuation on market value of the Property at
Sale Completion Date by independent valuers jointly appointed
by the Company and the Purchaser.

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

TEERANSHBERR  AEEAER
HEEBETENBAIME  LTEEIEH
EERAEERRIHAWEE - LAER
RKIRI T

(i)

(i)

(i)

[iv)

(v)

RZZZENFE+-_A=+—H &K
SEBEZRBITMENAHHRT
BEESHER AR 249,220,0007T -
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40

The directors of the Compony are of their opinion, with the advice
from a legal adviser, that the Company has completed the disposal
of its existing factory premises and corresponding leasehold land
for a aforesaid consideration of RMB80O,000,000 in the
extraordinary general meeting held on 18 December 2008
according fo the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited ("GEM Listing Rules”). The remaining part of the preliminary
consideration of approximately RMB40,000,000 are considered
as an additional but non-deferminable consideration that will be
sought out from the Purchaser after the independent valuation.

Besides, according fo the agreement supplemented by the
supplementary agreement dated 17 August 2007, the Company
had to deliver the Property Land Resources Bureau of Yuyao City on
or before October 2007. According tfo the legal letter dated 30
November 2007 and issued by the legal representative of Land
Resources Bureau of Yuyao City, Land Resources Bureau of Yuyao
City claimed for compensation for breach of the contract for not
delivering the Property on or before October 2007 at 0.05% per
day of valuation amount of the Property. The claim as at 31 December
2007 and as at 30 June 2008 were RMB2,480,000 and
RMB®,760,000 respectively.

The directors of the Company has obtained a reply lefter dated 11
March 2009 from Land Resources Bureau of Yuyao City of which
the captioned penalty will be waived provided that the Company
had left the Property on or before 30 August 2009. The directors of
the Company are of their opinion that they will fulfill the condition
with no doubt and no provisional liability of the penalty has to be
provided for the year ended 31 December 2008.

Due to the reasons above, the consolidated financial statements
have been prepared on a going concemn basis.

In the opinion of the directors, in light of the measures taken fo date,
fogether with the expected results of other measures in progress, the
Group will have sufficient working capital for its current requirements
and it is reasonable to expect the Group to refurn to a commercially
viable concem. Accordingly, the directors are satisfied that it is
appropriate fo prepare the consolidated financial statements on a
going concern basis, notwithstanding the Group’s financial position
and liquidity position as at 31 December 2008.

for the year ended 31 December 2008
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Should the Group be unable to implement the above measures and
fail to continue in business as a going concemn, adjustment would
have to made fo restate the values of assets to their recoverable
amounts, o provide for any further liabilities which might arise and
fo reclassify non-current assets and liabilities as current assets and
liabilities respectively. The effect of these adjustments have not been
reflected in the consolidated financial statements.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORT  STANDARDS (“HKFRSs”)

In the current year, the Group has applied the following amendments
and inferpretations (“new HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants {"HKICPA") which are or have become
effective.

HKAS 39 & HKFRS 7

[Amendments)

Reclassification of Financial Assets

HK(IFRICHnt 11 HKFRS 2: Group and Treasury Share
Transactions

HK(IFRIC)nt 12 Service Concession Arrangements

HK(IFRIC)Hnt 14 HKAS 19 — The Limited on a Defined

Benefit Asset, Minimum Funding

Requirements and their Inferaction

The adoption of the new HKFRSs had no material effect on how the
results and financial position for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior period
adjustment has been required.

The Group has not early applied the following new standards,
amendments and interprefations that have been issued but are not
yet effective.

HKFRSs (Amendment)

HKAS 1 (Revised)

HKAS 32 and HKAS 1 (Amendments) Puttable Financial Instruments and
Obligations Arising on Liquidation?

Improvements to HKFRS!

Presentation of Financial Statements?

HKAS 23 (Revised)
HKAS 27 (Revised)

Borrowing Costs?
Consolidated and Separate Financial
Statements®

HKAS 39 (Amendment) Financial Instruments: Recognition and

Measurement — Eligible Hedge ltems®
HKFRS 1 (Revised) Firstfime Adoption of HKFRS?
HKFRS T & HKAS 27 [Amendments) Cost of an Invesiment in a Subsidiary,

Jointly Controlled Entity or Associate?

for the year ended 31 December 2008
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HKFRS 2 (Amendment)
HKFRS 3 (Revised)
HKFRS 7 (Revised)
HKFRS 8
HK(IFRICHNT 13
HK(IFRICHNT 15
HK(IFRICHNT 16

HK(IFRICHNT 17

HK(IFRICHNT 18

&

Share-based Payment — Vesting

Conditions and Cancellations?

Business Combinations®

Financial Instruments: Disclosures —
Improving Disclosure about Financial
Instruments?

Operating Segments?

Customer Loyalty Programmes?

Agreements for the Consfruction of Real
Estates?

Hedges of a Net Investment in a Foreign
Operations®

Distribution of Non-cash Assets to
Owners®

Transfers of Assets from Customers?

Effective for annual periods beginning on or after 1 January 2009, except

the amendments to HKFRS 5 which are effective for annual periods

beginning on or affer 1 July 2009

Effective for annual periods beginning on or after 1 January 2009.
Effective for annual periods beginning on or after 1 July 2009.
Effective for annual periods beginning on or after 1 July 2008.
Effective for annual periods beginning on or after 1 October 2008.

The adoption of HKFRS 3 (Revised) may affect the accounting for
business combination for which the acquisition date is on or after
the beginning of the first annual reporting period beginning or after
1 July 2009. HKAS 27 (Revised) will affect the accounting treatment
for changes in a parent's ownership interest in a subsidiary. The
directors of the Company anticipate that the application of the other
new and revised standards, amendments or inferpretations will have
no material impact on the financial position of the Group.

for the year ended 31 December 2008
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SIGNIFICANT ACCOUNTING POLICIES

Measurement basis

These consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments, which
are measured at fair values, as explained in the accounting policies
set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Llisting of Securities on The
Growth Enterprise Market of the Stock Exchange of Hong Kong
limited and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statfements of the Company and entfities confrolled by the Company
[its subsidiaries). Control is achieved where the Company has the
power fo govern the financial and operating policies of an entity so
as fo obtain benefits from ifs activities.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
dates of acquisition or up fo the effective dates of disposal, as
appropriate.

Where necessary, adjustments are made fo the financial stafements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All infra-group fransactions, balances, income and expenses are
eliminated on consolidation.

Minority inferests in the nef assets of consolidated subsidiaries are
presented separately from the Group's equity therein. Minority interests
in the net assets consist of the amount of those inferests af the date of
the original business combination and the minority share of changes
in equity since the date of the combination. losses applicable fo the
minority in excess of the minority inferest in the subsidiary’s equity
are allocated against the inferests of the Group except to the exfent
that the minority has a binding obligation and is able to make an
additional investment fo cover the losses.

for the year ended 31 December 2008
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Business combinations

The acquisition of subsidiaries is accounted for using the purchase
method. The cosf of the acquisition is measured at the aggregate of
the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group in
exchange for control of the acquiree, plus any costs directly
affributable to the business combination. The acquiree’s identifiable
assefs, liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business Combinations are recognised
at their fair values at the acquisition dofe, excepf for non-current
assefs [or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations, which are recognised and measured at
fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and initially
measured af cost, being the excess of the cost of the business
combination over the Group's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised.
If, ofter reassessment, the Group's interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is recognized
immediately in profit or loss.

The interest of minority shareholders in the acquiree is inifially
measured atf the minority’s proportion of the net fair value of the
assets, liabilities and contingent liabilities recognised.

Goodwill
Goodwill arising on acquisitions prior fo 1 January 2005

Goodwill arising on an acquisition of net assefs and operations of
another entity or jointly controlled enfity for which the agreement
date is before 1 January 2005 represents the excess of the cost of
acquisition over the Group's interest in the fair value of the identifiable
assefs and liabilities of the relevant subsidiary at the date of
acquisition.

For previously capitalised goodwill arising on acquisitions after 1
January 2001, the Group has discontinued amortisation from 1
January 2005 onwards, and such goodwill is tested for impairment
annually, and whenever there is an indication that the cash generating
unif to which the goodwill relates may be impaired (see the accounting
policy below).

for the year ended 31 December 2008
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Goodwill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a business or a jointly confrolled
entity (which is accounted for using proportionate consolidate for
which the agreement date is on or after 1 January 2005 represents
the excess of the cost of acquisition over the Group's inferest in the
fair value of the identifiable assefs, liabilities and contingent liabilities
of the relevant business or a jointly controlled entity at the date of
acquisition. Such goodwill is carried at cost less any accumulated
impairment losses.

Capitalised goodwill arising on an acquisition of a business or joinfly
controlled enfity is presented separately in the consolidated balance
sheet.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units,
or groups of cash-generating unifs, that are expected fo benefit  from
the synergies of the acquisition. A cash-generating unit fo which
goodwill has been allocated is fested for impairment annually, and
whenever there is an indication that the unit may be impaired. For
goodwill arising on an acquisition in a financial year, the cash-
generating unit fo which goodwill has been allocated is tested for
impairment before the end of that financial year. When the
recoverable amount of the cash-generating unit s less than the carrying
amount of the unit, the impairment loss is allocated to reduce the
carrying amount of any goodwill allocated to the unit first, and then
fo the other assefs of the unit pro rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for goodwill is
recognised directly in the consolidated income statement. An
impairment loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of the relevant cash-generating unit or a
jointly controlled entity, the atfributable amount of goodwill capitalised
is included in the defermination of the amount of profit or loss on
disposal.

Investments in associates

An associate is an enfity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture.

for the year ended 31 December 2008
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The results and assets and liabiliies of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. Under the equity method, investments in associates
are carried in the consolidated balance sheet af cost as adjusted for
postacquisition changes in the Group's share of the net assets of the
associate, less any idenfified impairment loss. When the Group's
share of losses of an associate equals or exceeds ifs inferest in that
associafe (which includes any longterm interests that, in substance,
form part of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised only to
the extent that the Group has incurred legal or constructive obligations
or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s share of the
net fair value of the identifiable assets, liabilities and confingent
liabilities of the associate recognised af the date of acquisition is
recognised as goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment as part of
the investment.

Any excess of the Group's share of the net fair value of the identifiable
assefs, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit or loss.

Where a group entity fransacts with an associate of the Group,
profits and losses are eliminated fo the extent of the Group's interest
in the relevant associate.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold
and services provided in the normal course of business, net of
discounts and sales related taxes.

Revenue from sale of goods are recognised when goods are delivered
and tille has passed.

Service income is recognised when services are provided.

Inferest income from a financial asset excluding financial assets at
fair value through profit or loss is accrued on a time basis, by reference
fo the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset fo
that assef's nef carrying amount.

for the year ended 31 December 2008
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Property, plant and equipment

Propert\/, p|ont and equipment, other than bui|dmgs under
construction, are sfated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided fo write off the cost of items of property,
plant and equipment other than buildings under construction over
their estimated useful lives and after taking info account of their
estimated residual value, using the straightline method.

When the leasehold land and buildings are held for use in the
production, or supply of goods or services, or for administrative
purposes, the leasehold land element is classified as a prepaid
lease payment and amortised over a straightline basis over the
lease term. During the construction period, the amortisation charge
provided for the leasehold land is included as part of costs of buildings
under construction. Buildings under construction are carried at cost,
less any identified impairment losses. Depreciation of buildings
commences when they are available for use.

Any item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the assef. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is include
in the consolidated income statement in the year in which the item is
derecognised.

Leasing

leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessor

Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group's net investment in the leases.
Finance lease income is allocated to accounting periods so as to
reflect a consfant periodic rate of return on the Group's net investment
outstanding in respect of the leases.

Rental income from operating leases is recognized in the consolidated
income statement on a straightline basis over the ferm of the relevant
lease.

for the year ended 31 December 2008
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The Group as lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated balance sheet as
a finance lease obligation. Lease payments are apportioned between
finance charges and reduction of the lease obligation so as fo achieve
a consfant rate of interest on the remaining balance of the liability.
Finance charges are charged directly fo profit or loss, unless they
are directly atfributable to qualifying assefs, in which case they are
capitalised in accordance with the Group's general policy on
borrowing costs (see below).

Rentals payable under operating leases are charged fo profit or loss
on a straightline basis over the ferm of the relevant lease. Benefits
received and receivable as an incentive fo enter info an operating
lease are recognised as a reduction of rental expense over the lease
term on a straightline basis.

Foreign currencies

In preparing the financial statements of each individual group entfity,
fransactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency |i.e.
the currency of the primary economic environment in which the enfity
operates) at the rates of exchanges prevailing on the dates of the
fransactions. At each balance sheet date, monetary items
denominated in foreign currencies are refranslated at the rates
prevailing on the balance sheet dafe. Non-monetary items carried
at fair value that are denominated in foreign currencies are
refranslated at the rates prevailing on the date when the fair value
was defermined. Non-monetary items that are measured in ferms of
historical cost in a foreign currency are nof refranslated.

Exchange differences arising on the setlement of monetary items,
and on the franslation of monetary items, are recognised in profit or
loss in the period in which they arise, except for exchange differences
arising on a monetary item that forms part of the Company’s net
investment in a foreign operation, in which case, such exchange
differences are recognised in equity in the consolidated financial
statements. Exchange differences arising on the refranslation of non-
monetary items carried af fair value are included in profit or loss for
the period except for differences arising on the retranslation of non-
monetary ifems in respect of which gains and losses are recognised
directly in equity, in which cases, the exchange differences are also
recognised directly in equity.

for the year ended 31 December 2008

HE_LTTN\FF_A=+—HIFFE
AL B (R AEA
EREHABAZEERMORARRE 22
FEXX(HABRER) REEBEONR 2R
ERRBASAREEE - HHEAZHEEAE
REERBRIEBREMOES - MON
PR PN B E & A RBOERR D 2 H
EH DB KMEZEEEZBNSBREL
BXRETE - WHEMEZBBRKRAR
BRIFEETAREREEN  EXBAT
MBERKEASE 2 —RIEEBEK (R
TXOBTER -

RELEHVENHSHONERERER
HEAB BN - BFI LR EHAOME W
Ko W0 A 5119 A B AR IR TH B R AR R
BRESMAX -

oh '

RimEENEEBERBNMBERERE - UK
EREERUINNER OMNE) FHEMR
SGERHEANEXADEEY (ZE
BREMETZLEBANEE) AR -
REFZERB - DIINEFHENEBRERGR
BREAMEXENHRE - BRAFEARY
ONBEHERSEER HBREEAFEE
AMEXRBMBEE o WELRAAINE
EMFFERHB A TEHNRE -

BRERRRANREESEHRERELNIE
RERORELMRAERSER - EEB
RARBBIINEBREFENEEHAEM
EENENZRAKIN  ZFELEEY
EREEMBERRANBAERERALR
AEFMERAFEARNIFEEIEAM
EEME S ZRH AYRNERR - R

ENREERERAREERZBENIEE
WIRBEMmMELMEZRANRI - ZFELE

BTERERAEAERAR -



ANNUAL REPORT 2008 =& & )\ F 3}

NOTES TO THE FINANCIAL STATEMENT - CONTINUED

Rl %5 ¥ e Bl 5 - =

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group's foreign operations are
franslated info the presentation currency of the Group [i.e. RMB| at
the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates
for the year, unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the dafes of
fransactions are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the franslation
reserve). Such exchange differences are recognised in profit or loss
in the period in which the foreign operation is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1 January
2005 are freated as assets and liabilities of that foreign operation
and franslated at the rafe of exchange prevailing at the balance
sheet date. Exchange differences arising are recognised in the
franslation reserve.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or before 1
January 2005 are freafed as non-monetary foreign currency items
of the acquirer and reported using historical cost prevailing at the
date of acquisition.

Borrowing costs

All borrowing costs are recognised as and included in finance costs
in the consolidated income sfatement in the period in which they are
incurred.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related to
depreciable assets are presented as deferred income and are
released fo income over the useful lives of the assets. Grants related
fo expense itfems are recognised in the same period as those expenses
are charged in the consolidated income statement and are deducted
in reporting the related expense.

for the year ended 31 December 2008
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Retirement benefits costs

The Group has arranged for its Hong Kong employees to join the
Mandafory Provident Fund Scheme (the "MPF Scheme”). The MPF
Scheme is a defined contribution scheme managed by an
independent trustee. Under the MPF Scheme, each of the Group
and its employees make monthly contribution to the scheme at 5% of
the employees’ earnings as defined under the Mandatory Provident
Fund legislation. Both the employer’s and the employee’s contribution
are subject to a cap of monthly earnings of HK$20,000 and
thereafter contributions are voluntary. As stipulated by the rules and
regulations in PRC, the Group contributes to a sfate-sponsored
retirement plans for its employees in PRC. The Group confributes to
retirement plans af specified percentages of the basic salaries of ifs
employees, and has no further obligations for the actual payment of
pensions or postretirement benefits. The stafe-sponsored retirement
plans are responsible for the entire pension obligation payable to
retired employees.

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

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years, and it further excludes
items that are never taxable or deductible. The Group's liability for
current fox is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assefs and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation
of faxable profif, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for all taxable
femporary differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

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

for the year ended 31 December 2008
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The carrying amount of deferred tax assefs is reviewed af each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset fo be recovered.

Deferred tax is calculated af the tax rafes that are expected to apply
in the period when the liability is seffled or the asset is realised,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the balance sheet date. Deferred tax is
charged or credited fo the income stafement, except when it relafes
fo items charged or credited directly fo equity, in which case the
deferred tax is also dealt with in equity.

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

An inferno”yfgeneroted intangible asset arising from de\/e|opmem
expendifure is recognised on|y ifitis omicipoted that the deve|opment
costs incurred on a clearly-defined project will be recovered through
future commercial activity. The amount initially recognised for infernally-
generated intangible assef is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition
criteria. Where no infernally generated intangible asset can be
recognised, development expenditure is charged to profit or loss in
the period in which it is incurred.

Subsequent to initial recognition, internally-generated infangible asset
is reported af cost less accumulated amortisation and accumulated
impairment losses, on the same basis as infangible assefs acquired
separafely.

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

Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual
provisions of the instruments. Financial assets and financial liabilities
are inifially measured at fair value. Transaction costs that are directly
affributable fo the acquisition or issue of financial assefs and financial
liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable fo the
acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

for the year ended 31 December 2008
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Financial assets

The Group's financial assefs are classified into financial assets af
fair value through profit or (“FVTPL"), loans and receivables and
availableforsale financial assets. All regular way purchases or sales
of financial assets are recognised and derecognised on a frade
date basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the fime frame
esfablished by regulation or convention in the marketplace.

Effective interest method

The effective inferest method is a method of calculating the amortised
cost of a financial asset and of allocating inferest income over the
relevant period. The effective interest rafe is the rafe that exactly
discounts estimated future cash receipts (including all fees and points
paid or received thaf form an integral part of the effective interest
rafe, fransaction costs and other premiums or discounts) through the
expected life of the financial asset, or, where appropriate, a shorter
period.

Income is recognised on an effective interest basis for debt instruments
other than those financial assefs designated as at FVTPL, of which
inferest income is included in net gains or losses.

Financial assets at fair valve through profit or loss

Financial assets af fair value through profit or loss comprise financial
assets held for trading. At each balance sheet date subsequent to
inifial recognition, held for frading financial assefs are measured at
fair value, with changes in fair value recognised directly in profit or
loss in the period in which they arise. The net gain or loss recognised
in profit or loss includes any dividend or interest earned on the
financial assets.

Lloans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent fo inifial recognition, loans
and receivables (including loan receivable, trade and bills
receivables, deposits and other receivables, amounts due from a
shareholder/ minority shareholders/associates/directors/ related
companies and bank balances) are carried at amortised cost using
the effective interest method, less any identified impairment losses.

Available-forsale financial assets

Availableforsale financial assets are non-derivatives that are either
designated or not classified as financial assets at financial assets at
fair value through profit or loss, loans and receivables or held-o-
maturity investments.

for the year ended 31 December 2008
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At each balance sheet date subsequent to initial recognition,
availableforsale financial assets are measured at fair value. Changes
in fair value are recognised in equity, unfil the financial asset is
disposed of or is defermined fo be impaired, at which time, the
cumulative gain or loss previously recognised in equity is removed
from equity and recognised in profit and loss [see accounting policy
on impairment loss on financial assets below).

For availableforsale equity invesments that do not have a quoted
market price in an acfive market and whose fair value cannot be
reliably measured, are measured at cost less any identified impairment
losses af each balance sheet date subsequent fo initial recognition
[see accounting policy on impairment loss on financial assets below).

Impairment loss on financial assets

Financial assets, other those at FVTPL, are assessed for indicators of
impairment of each balance sheet date. Financial assefs are impaired
where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have been
impacted.

For an availableforsale equity investment, a significant or prolonged
decline in the fair value of that invesiment below ifs cost is considered
fo be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could

include:

- significant financial difficulty of the issuer or counterparty; or

- default or delinquency in interest or principal payments; or

- it becoming probable that the borrower will enter bankruptey
or financial re-organisation.

For certain categories of financial asset, such as trade and other
receivables, assets that are assessed not to be impaired individually
are subsequently assessed for impairment on a collective basis.
Obijective evidence of impairment for a portfolio of receivables could
include the Group'’s past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past the
average credit period, observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, an impairment loss is
recognised in profit or loss when there is objective evidence that the
assef is impaired, and is measured as the difference between the
asset's carrying amount and the present value of the estimated future
cash flows discounted at the original effective inferest rate.

for the year ended 31 December 2008
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For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the assef's carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such
impairment loss will nof be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss direcﬂy for all financial assets with the exception of
frade and other receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a frade and other receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries
of amounfs previously written off are credited to profit or loss.

For financial assefs measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring affer the impairment
losses was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.

Impairment losses on availableforsale equity investiments will not be
reversed in profit or loss in subsequent periods. Any increase in fair
value subsequent to impairment loss is recognised directly in equity.
For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the investment
can be objectively related to an event occurring affer the recognition
of the impairment loss.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according fo the substance of the contractual
arrangements entered info and the definitions of a financial liability
and an equity instrument. An equity instrument is any contract that
evidences a residual inferest in the assets of the Group affer deducting
all of its liabilities.

The Group's financial liabilities comprise other financial liabilities.
The accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.

for the year ended 31 December 2008
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Other financial liabilities

Other financial liabilities (including trade and bills payables, other
payables, amounts due fo a shareholder / minority shareholders /
direcfor/related companies / fellow subsidiary/associate, dividends
payable and bank borrowings) are subsequently measured at
amortised cost, using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded as the
proceeds received, nef of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or the financial assets are transferred
and the Group has fransferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative
gain or loss that had been recognized directly in equity is recognised
in profit or loss.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

Impairment losses (other than goodwill - see the accounting policies
in respect of goodwill above)

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assefs to defermine whether there is
any indicafion that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased fo the revised estimate of ifs recoverable
amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been defermined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately.

for the year ended 31 December 2008
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KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of
estimation uncertainty af the balance sheet date, that have a significant
risk of causing a material adjustment fo the carrying amounts of
assefs and liabiliies within the next financial year, are also discussed
below.

Depreciation and amortisation

The Group's net book value of property, plant and equipment as at
31 December 2008 was approximately RMB237,825,000 (2007
RMB264,949,000). The Group depreciates the property, plant and
equipment on a straightline method over their estimated useful lives
and affer taking into account of their estimated residual value, at the
rates of 3.33% to 20% per annum, commencing from the date the
property, plant and equipment is available for intended use. The
estimated useful lives and dates that the property, plant and equipment
are available for intended use reflect the directors’ estimate of the
periods that the Group infends to derive future economic benefits
from the use of the Group’s property, plant and equipment.

Allowances for bad and doubtful receivables

The policy for allowance for bad and doubtful receivables of the
Group is based on the evaluation of collectability and recoverable
amount of the receivables and on management’s judgement. A
considerable amount of judgement is required in assessing the ultimate
realisation of these receivables, including the current creditworthiness
and the past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowances may be required. An allowance of RMB83,219,000
(2007: RMB78,932,000) has been recognised in the current year.

Write-down of obsolete and slow-moving inventories

Management reviews an aging analysis at each balance sheet date,
and makes allowances for obsolete and slow-moving inventory items
identified that are no longer suitable for use in production.
Management estimates the net realisable value for such finished
goods, work in progress and raw materials primarily on the latest
invoice prices and current market conditions. The Group carries out
an invenfory review on a productby-product basis at each balance
sheet date and makes allowances for obsolete and slow-moving
items. An allowance of RMB2,667,000 (2007: RMB54,103,000)

has been recognised in the current year.

for the year ended 31 December 2008
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NATURE AND EXTENT OF FINANCIAL INSTRUMENT
RISKS

The Group's policy is to prudently manage daily operafions and
invest surplus funds managed by the Group in a manner which
satisfy liquidity requirements, safeguard financial assefs, manage
risks while opfimising the refurns.

The Group's activities expose it to a variety of financial risks: credit
risk, |iquidit\/ risk and market risk [inc\uding currency risk and market
price risk]. The Group's overall risk management programme focuses
on the Unpredicfobihfy of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

Credit risk

Credit risk is the risk that a party to a financial instrument will cause
a financial loss for the Group by failing fo discharge an obligation.
The Group manages credit risks by setting up credit control policy
and periodic evaluation of credit performance of the other parties,
measured by the extent of past due or default.

In respect of debtors arsing from trading business, individual credit
evaluations are preferred on all customers requiring credit over a
certain amount. These evaluation focus on the customer's past hisfory
of making payments when due and current ability to pay, and take
info account information specific to the customer as well as perfaining
fo the economic environment in which the customer operates. Debtors
are due with 30 days from the date of billing. Normally, the Group
does not obtain collateral from customers.

6.

for the year ended 31 December 2008
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Carrying amounts of financial assefs as at 31 December 2008,

which represented the amounts of maximum exposure to credit risks,

were as follows:

Loan receivable

Trade and bills receivables

Deposits and other receivables

Amount due from a shareholder
Amount due from a minority shareholder
Amount due from directors

Amount due from related companies
Heldfortrading investments

Pledges bank deposits

Bank balances and cash

Liquidity risk

& W E R

EKRE ZERANERE
we AT REER
JE U — % B R IR
FEU — % D B R
& E £ 58

& Y B & X ) R IR
FIEEERE
EHEMRITER
RITHEBERR

Liquidity risk is the risk that the Group will encounter difficulty in
meeting obligations associated with financial liabilities. The Group
manages liquidity risks by monitoring its liquidity position through
periodic preparation of cash flows and cash balances forecasts
and periodic evaluation of the ability of the Group o meets its financial
obligations, measured by the debtHo-equity capital ratio.

for the year ended 31 December 2008
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for the year ended 31 December 2008
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Maturities of the financial liabilities of the Group as at 31 December AEENESREBER _ZEZENF+ A=
2008 were as follows: +—BEMEHBROT

2008 2007

—EENF —EEF

RMB’000 RMB'O00

ARETT ARBTT

Total amounts of contractual undiscounted obligations: BT #IFEFT IR B F 4R 8 -

Trade and bills payables ENEZERLRERE 86,084 70,507
Other payables and accruals HERMERNEFTER 82,314 160,649
Receipt in advance Fa e kA 10,896 11,442
Amount due to a shareholder e — R AR R FKIA 141,413 107,291
Amounts due fo minority shareholders &S D B R 5/ A 2,620 1,871
Amounts due to direcfors FEESRIE 8,465 9,500
Amount due fo related companies &S B E R R SRR 13,186 18,169
Amount due o an associate JE S — KB A B FRIE - 19,311
Dividend payable FE R B 4,440 4,440
Bank borrowings RITEE 124,670 225,840
474,088 629,020
Due for payment: B EIRE AR
Within one year or on demand —FRNFRERER 474,088 629,020
In the second to fifth years E_EZFRLFN = -
474,088 629,020
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Currency risk

Currency risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in foreign
exchange rates. Carrying amounts of financial assets and financial
liabilities as at 31 December 2008 that exposed to currency risks

were as follows:

Financial assets denominated in foreign currencies:
Trade and bills receivables

Heldfortrading investments

Deposits and other receivables

Cash and bank balances

Financial liabilities denominated in foreign currencies:
Shortterm bank loans

Bills payables

Trade payables

Other payables

Net financial liabilities exposed to currency risks

The Group operates in Hong Kong and the PRC and is exposed to
foreign exchange risk arising from various currency exposures,
primarily with respect fo the United States dollars. Foreign exchange
risk arises from future commercial transactions, recognised assets
and liabilities and net investments in foreign operations.

for the year ended 31 December 2008
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Should Renminbi at 31 December 2008 inflate/(deflate) by 10%
against all foreign currencies include United States dollars and Hong
Kong dollars, the carrying amount of the net financial liabilities
exposed to currency risk at 31 December 2008 determined in
accordance with HKAS 21 "The Effects of Changes in Foreign
Exchange Rates” would be decreased/(increased), and hence the
equity at 31 December 2008 would be increased / (decreased |,
by RMB2,542,000 / (RMB2,542,000) (2007 :RMB1,363,000/
(RMB1,363,000)); and there would be no effect on the loss for the
years ended 31 December 2008 and 2007.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market inferest
rafes. The Group manages interest rate risks, when it is considered
significant, by entering into appropriate swap contacts.

As at 31 December 2008, pledged bank deposits of
RMB@, 150,000 (2007: RMB6,171,000) earning fixed inferests,
bank loans of RMB 124,670,000 (2007:RMB225,840,000)

bearing fixed interests were exposed fo fair value inferest rate risk.

Since the pledged bank deposits and bank loans were measured at
amortised cost, their carrying amounts would not be affected by
changes in market inferest rates.

Market price risk

Market price risk is the risk that the fair value or future cash flows of
a financial instrument fraded in the market will fluctuate because of
changes in market prices. The Group manages market prices risks,
when it is considered significant, by entering info appropriate
derivatives confracts. The Group is exposed fo equity price risk arising
from equity invesiments classified as heldfortrading investments (note
20). The Group is not exposed fo commodity price risk. All investments
are subject fo a maximum concentration limit predefermined by the
Board.

for the year ended 31 December 2008
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Fﬁﬁ?\\%(@?ﬁimﬁxﬁﬁ)ﬂ'@/(ﬁiﬁ)
0% AR BB GFHERIE 2158 [HMNEE X
‘:@bﬁﬁwslfﬂmﬁ'}@ﬂfﬁgﬂ % ) R
BEFENR_TTENFT_A=1t—RHK
WA GEM R _EENF+ A=
T—AOBRARERBEN ORd)) AR
2,542,000, (AR ¥ 2,542,0007T) (=
ZZLF: AR¥ 1,303,000t (AR¥
1,363,0007m))  MEAZ—TTNFR_-F
ZLF+ A=t HUEFENEBERAYE

s,

A R E 2

MERBREZEDSNEESH MRS/ T
ANDFEIRKESRERSHER
AEEBBEILEEFAPEL  UWERL
MEREBREAKEEZTAR

RZZEZENF+_A=+—H ZEETEE
R ERIFRITERARES,150,0007 ( =
ZELF AREEQS,171,0007T) ~ K
BEBEMBITERARE 124 670,00070
2T+ F 0 ARM225,840,0007T)
TEHAFEMNERR

R E R RITFER R IRITE TS A 55
AAGETE - HEFEENS X T HHN X &
BEE -

REREYEN
mERREHEANTEZE M| METS
BEMNERIANAFESIRKRERRE
BEIHMRR - AEEBBIIZEENITE
TAEGH NERASTERREANKER
ZERR - AEEEESBRIFEEER
é(ﬁﬁ.&?é)E’JHXZMxéﬁﬁFEE’]HXZM 1%
c AEBEWEEE M ERERR
Fﬁﬁ&éi’]x§$6$ﬁ‘“*ﬁ’]ﬁﬁ
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REVENUE AND OTHER INCOME

Revenue represents the amounts received and receivable for goods
sold by the Group fo outside customers, net of discounts and sales

related faxes, during the year.

An analysis of the Group's revenue and other income are as follows:

Revenue
Sales of Confroller systems for consumer electrical
and electronic appliances and income from sales
of small electrical appliances
Sales of controller systems for mobile phones and
income from sales and assembly of mobile phones

Other Income

Bank Interest income

Subsidy income

Sales of scrap materials

Government grants received recognised as
income

Exchange gain

Gain on disposal of plant, equipment, property
and corresponding land

Others

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

7. WERHEETRA
WHEFAAEERIREPHERRN
B R e M BB T 0 R SHEE AR AR R -

AEENBREREERADTAT

2008 2007
—EEN\F —ETLF
RMB’000 RMB'000
ARET T AREEFIT
g
HEHBEERRETHR
MIRHIZS R R iHE
NAUE B Ry A 19,372 17,509
HERDEEZEFRRZHER
HEHEKBRABEFENWA 75,150 344,869
94,522 362,378
He A
RITH B ULA 2,993 2,285
=1 AN 701 153
§H 5 BE - 40
BERRAWA N D W
wmE e 5,082 1,656
FE 3 U a5 - 137
LERE  RE - MWER
A E £t B Uk 25 38,934 -
HEp 6,584 1,915
54,294 6,186

8. EBRHMESDH
E S

For management purposes, the Group is currently organised info
two operating divisions, namely, sales of controller systems for
consumer electrical and electronic appliances and income from sales
of small electrical appliances, and sales of controller systems for
mobile phones and income from sales and assembly of mobile
phones. These divisions are the basis on which the Group reports its
primary segment information.

PLEIRM E - ANREIRE D &R {E 2 E 5
Fl- BISEEHBE S RE T B a0z sl s
ERARBEENRERNRA - ARIFEE
MBEREFERANEERRRREDE
VA - ZEMPIR/AKREZ2HRATR
DEBEREEE -
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Segment information about these businesses is presented below:

Revenue
Segment results

Unallocated revenue
Unallocated corporate expenses
Finance costs
Gain on disposal of associates
Gain on disposal of subsidiaries
Loss on invalidation of
a subsidiary
Unrealised gain on change
status of subsidiaries

Loss before tax
Income tax expense

Loss for the year

Assets
Consolidated total assets

Liabilities
Consolidated total liabilities

Other information

Capital additions

Depreciation

Amortisation of prepaid lease
payment

Impairment loss on amount due
from a related company

White-down of inventories and
provision for obsolete stock

Impairment loss on trade
receivables, deposits and
other receivables

Bad debts written off

- f&

AOBEERY
BARA

HERE DTk
HEME QRN
RE-—FKMEBERRZ
B
WEATFHEHZ
REH W

B FR S B A B 1R
FEhi X

FREE

EE
RAEELE

=L
RERERE

HUEH
BREm

&
BHEEMNEER

ER-REELT
RIRKBIEER
HHFERRE
FEERE
BRESHER K
RETEKER
REBE
buisRed

Sales of controller
systems for consumer
electrical and
electronic appliances
and income from sales
of smalll electrical

Sales of controller
systems for mobile
pKones and income
from sales and
assembly of mobile

for the year ended 31 December 2008
HE—FF\F+-A=+—HILFE

ZEXBNOBERZ5WT

aéplionces hones
&7 AR NEHIER RS EHRARRIEERER i

SR MR ER A 5ﬁ§b%§r§ﬂ’94&()\ Unc;g%cﬁcg’red Cons,ig:ldted
2008 2007 2008 2007 2008 2007 2008 2007
“EEN\F C—TTtF -ZEIN\F C—ITTLF ZEBE\F C—ITTLF —EENF =—TTtHF
RMB’000 RMB'O00 RMB’000 RMB'O0O0 RMB’000 RMB'O0O0 RMB’000 RMB'0O00
ARETT ARETT ARETRT ARETT ARSTR ARETT ARETRT ARETT
19,372 17,509 75,150 344,869 - - 94,522 362,378
(60,140) 2,751 (99,083) 4,610 = - (159,223) 7,361
54,294 6,186
(117) (156,029
(32,285) (31,862)
1,080 -
- 5,915
(7,408) -
6,729 -
(136,930) (168,429)
(125) (23,155)
(137,055) (191,584
91,943 37,731 154,708 187,590 88,868 408,307 335519 633,628
164,476 4,225 297,667 284,369 12,945 346,405 475,088 634,999
- - 23,270 37,425 - - 23,270 37,425
5,263 632 8,160 12,463 - 27 13,423 13,122
220 20 259 353 - 106 479 479
- - - 16,795 51,342 - 51,342 16,795
1,225 9,142 1,442 44,854 - 107 2,667 54,103
4,549 - 5355 62,137 21,973 - 31,877 62,137
259 - 305 1,286 = 148 564 1,434

63



NINGBO YIDONG ELECTRONIC COMPANY LIMITED

BERIEREFRODERD A

NOTES TO THE FINANCIAL STATEMENT - CONTINUED

Rl %5 ¥ e Bl 5 - =

Geographical segments

The Group's sales of controller systems for consumer electrical and
electronic appliances and controller systems for mobile phones and
income from sales of small electrical appliances and sales and
assembly of mobile phones are located in the PRC and Hong Kong.

The following table provides an analysis of the Group's revenue by
geographical market, irrespective of the origin of the goods or

services.

The PRC, excluding Hong Kong
Hong Kong
Others

TE - ABREES
&8

HE

An analysis of the carrying amount of segment assets, and additions
fo property, plant and equipment, by geographical area in which
the assets are located has not been presented as they are substantially

located in the PRC.

9. FINANCE COSTS

Inferest on bank and other borrowings
wholly repayable within one year
Bank charge

B — 4 PO B IR
RITRETHBEHE
BT FEE

for the year ended 31 December 2008

HE_LTTN\FF_A=+—HIFFE
it & 7 &
AEBEHEHEERLETHMAIEH S
EFARRBEEOEHBRES AR
ENAERRHEERBMAPDERMETNW
AR R BEREFE

TREINAEE IR BB TIHE D WD
(T & 3 AR 7% B0 AR ) o

2008 2007
—EENF —ETEF
RMB’000 RMB’'000
ARET T ARBT T
24,859 50,841
51,694 310,733
17,969 804
94,522 362,378

HRDEHEEARYE BEARERE
TEMURPE WY BIZEEMELR
2YEBEEEN DN

& A
2008 2007
—EB\F T
RMB’000 RMB'000
ARBFE  ARETL
30,957 31,862
1,328 -
32,285 31,862
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for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

10. LOSS BEFORE TAX 10. BRBLAIEE
2008 2007
—EBN\F —TTAF
RMB’000 RMB’000
ARBFT ARBTTT
Loss before tax has been arrived at after BREABIEE NG,
charging/ (crediting): (Gt A) -
Staff costs, including directors’ remuneration BEIRAN(BRESEFHE
(note 12) (fF5E12))
— Salaries, wages and other benefits -FHe IERHETERN 10,206 19,458
— Retirement benefit scheme contributions - RIKAE NG B K 2,455 1,027
Total staff costs 8 TR 12,661 20,485
Depreciation of property, plant and equipment Mz BEREETE 13,423 13,122
Amortisation of prepaid lease payments BIEENEER 941 Q41
Less: Amount capifalised in buildings B BAEEEFELR
under construction ot (462) (462)
Total depreciation and amortisation rEREHAR 13,902 13,601
Auditor's remuneration ZE A 2 706 2,010
Cost of inventories recognised as an expense BEHRARYNFERA 95,658 326,355
Impairment loss on amount due from a related FEW — R B &N R FRIA
company WIEEE 51,342 16,795
Impairment loss on property, plant and equipment mE - BB RZREREERE 18,556 -
Impairment loss on trade receivables, deposits EWE SRR - ke kA T
and other receivables JE W5 BR SO (B B 18 31,877 62,137
Bad debits written off 85 12 AR 564 1,434
Gain on disposal of property, plant and equipment  HEWE - HE LR B KRS (38,934) -
Net foreign exchange losses/ (gain) FEN B, (Ukzs) F5 12,039 (137)
Research and development costs T 7% & 5 3 R 1,985 7,261
Impairment of inventories included in cost of sales FERE  FEAHERAR 2,298 1,238
Impairment of inventories included in FERE  FFATHRAX
administrative expense 369 52,865
Loss on disposal of heldforrading investments LEREEEREER 15 -
Minimum lease payment paid under operating lease  1RIBL LA O HEH S 613 643
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11.  INCOME TAX EXPENSES

The income tax expense/ (credit) comprises:

Current fax
- Hong Kong profit tax
- PRC income ftax
- Tax recoverable written off

Deferred tax (note 34)

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

1. RBHAX

PR,/ (&) 821

BIEA R 1R
-HABNEH
-REAEHR
- i AT e A IR

iR FE TR (M 3£ 34)

66

Hong Kong profits tax is calculate at 16.5% (2007: 17.5%) on the
estimated assessable profits for the year. PRC income tax is calculated
at 25% (2007 33%) of the estimated taxable profit in accordance
with the income tax law in the PRC for the years. A subsidiary
operating in the PRC is entifled to a tax exemption for two years
commencing from ifs first profitmaking year followed by a 50%
reduction in the PRC income fax for three years. The PRC income tax
for this subsidiary was 50% exempted in both year.

On 16 March 2007, the PRC promulgated the Law of the PRC on
Enterprise Income Tax (the “New Law") by Order No. 63 issued by
the Tenth National People’s Congress. On 6 December 2007, the
State Council of the PRC issued Implementation Regulations of the
New Law. Pursuant fo the New Law and Implementation Regulations,
the Enterprise Income Tax for both domestic and foreign-invested
enferprises will be unified at 25% effective from 1 January 2008.
There will be a transitional period for PRC subsidiaries that currently
entitled to preferential tax treatments granted by the relevant tax
authorities. PRC subsidiaries currently subject to an enferprise income
fax rafe lower than 25% will continue fo enjoy the lower tax rate and
be gradually fransitioned 1o the new united rate of 25% within five
years affer 1 January 2008.

2008 2007
—BENFE TSt
RMB’000 RMB'000
AREET T AREFT
145 737

(20) 350

- 13,526

125 14,613

- 8,542

125 23,155

i?/%ﬂ ST IR 4R 2 A 5t SR B8 A AR

16.5%(ZEF+F:17.5%)5FH o &
lﬁfr/ BIREFEME T)EE}H*E%%EJ*
ARG ARK25%HE (=ZF
ZTLF:33%) - —ERFEEENHMER
B0 & fE & ) 4R 2 IR 5T W R ] A R
B M H & = F & B RT SRR R
F o LB AR &M EFEES0%F E
FrEBR R -

RZZFTLF=ZA+REB  PEREF+
Fil/\ﬁﬁ%ﬁ’*i?’*ﬁzfﬁé%ﬁ}iv
BiPBEEEMENE ([FE]) - R=F
ZLF+-AKAE EPIIFI%?JE?E%E&“
BEinEp - REBEFOEBMIGH - RE RS
BREGCENEEMSEHEXHE —R
25‘7 B-ZTZNF-HA—HBEM - R

FEHEBRGREMRORFEENS
WJ?E? AR ESEES - BER ﬁ%ﬁﬁ
BRERER25%HATH AN B E R
BEEZHREHRX IEA_??)\E*
A-—BEAFRAELEBREFRH —HE
25% °
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for the year ended 31 December 2008

The income tax expense for the year can be reconciled fo the loss

HE_TENFF+_A=1—HIFE

F PTG B S AT B AR A U E R A B BR A5

before tax per the consolidated income statement as follows: AEENEENT
2008 2007
—ZEEN\F —TFLF
RMB’000 RMB'000
ARBTT ARETT
Loss before tax b BT 15 %% A 5 18 (136,930) (168,429)
Tax at applicable tax rate BHEAMETENRIEA (30,849) (55,582)
Tax effect of expenses not deducible for tax 5 R i B0 1 AT A0 5 B 32
purposes CORTR S -2 5,959 18,278
Tax effect of recognition of deductible ERECERNAINRE R ERE
temporary difference recognised SRR - (2,256)
Tax effect of income not taxable for tax purposes Bt B 75 F3 i & 08 78 2R B U A
N E (24) (2,809)
Tax effect of tax losses not recognised AERNBEBENTBLE 25,008 9,623
Utilisation of tax losses previously not recognised Bl F 18 1 7K 1 3R &) B 75 5 18 = (34)
Tax effect of deductible temporary AERANBEGRFEZRN
differences not recognised MR E 2 44,603
Income fax on concessionary rate REBENERFHENAEN = (350)
Tax effect on different tax rate TR KRN HBFE - 827
Tax recoverable written off 85 AT Uk Bl A IR - 13,526
Tax loss not deductible of fax purpose MM AEN A HB A
% & 18 29 -
Others Ew - (2,671)
Income fax expense for the year REEMEHAX 125 23,155

o/
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for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

12. DIRECTORS’,SUPERVISORS’ AND EMPLOYEES’ 12. B -ESkEEMS
EMOLUMENTS
Directors’ emoluments EEMe
The emoluments paid or payable fo each of the @ (2007:11) directors ENSEMOR(ZEETLF 11R)ES
were as follows: Mo T -
L  Chen  Gong Zheng  Wang Law
Xico  Zheng  Zheng Liv Fang Yi Wei Pang Ho Total
Chun Tu Jun Feng Min Song Shi Jun Hing 2008
ZEENE
gE KREx BEE 2e e BRR IER BEE BEE @zt
2008 RMB'0O00 RMB'O00 RMB'0O00 RMB'0O00 RMB'O00 RMB'O00 RMB'OOO RMB'O00 RMB'000 RMB'000
ZEENE ARBTFT ARETFT ARETT ARETT ARETT ARETT ARETT ARETT ARETT ARETR
Fees we 571 180 - 336 - - 53 - - 1,140
Other Heme
emoluments  H4& R
Salaries and  HEEH
other benefits - - - - - - - - - -
Retirement RIREF|
benefit Schem &I
confributions 8 - - - - - - - - 8
Total i EFEt ]
emoluments 579 180 - 336 - - 53 - - 1,148
Wang Liv Chen  Gong Zheng  Wang Tang Ding Ku
Ya Xiao  Zheng  Zheng Liv Li Yi Wei  Zheng  Gang Kin Total
Qun Chun Tu Jun Feng Ming Song Shi Ming Yi  Shing 2007
ZTTtE
THE 2BE REL  BEE 3g R OORR IRER BERB  THER W ARE Wit
2007 RMB'000 RMB'0O00 RMB'O00 RMB'O00 RMB'O0O0 RMB'O00 RMB'O00 RMB'0O00 RMB'000 RMB'000 RMB'0O00 RMB'000
ZERtE ARBFT ARETT ARETT ARBTT ARETT ARETT ARETFT AREFT ARETT ARETT ARETT ARETT
Fees ik - - - - - - - - - - - -
Other HEvie

emoluments  H&k

Salaries and  EBEF

other benefits 413 253 - 297 178 258 - - 12 12 47 1,470
Refirement RNER

benefit Schem & &I

contributions - - - - - - - - - - - -
Total Mekm
emoluments 413 253 - 297 178 258 - - 12 12 47 1,470
No director waived any emoluments for years ended 31 December BE_ZTZN\FR_ZFTLFT A=+
2008 and 2007. —HIEFEYEEENEEAME -

68



ANNUAL REPORT 2008 =& & )\ F 3}

NOTES TO THE FINANCIAL STATEMENT - CONTINUED

Rl %5 ¥ e Bl 5 - =

Supervisors’ emoluments

The emoluments paid or payable to each of the 3 (2007:5)

supervisors were as follows:

2008

—EENF

Salaries and other benefits
Retirement benefit scheme

contributions

Total emoluments

2007
—ETLF

Salaries and other benefits
Retirement benefit scheme

contributions

Total emoluments

FeRkEE®EMN
RARAE FIFT &I

[Eilenges

Zhang
Xing
Jiang
SRELT

RMB'O00
ARETT

FEREE®EMN -

BARE R R &I R

for the year ended 31 December 2008

HE-FFN\FLoA=t—ALFE
EEME

ENHEMNIR(ZTTLF  S5R)ES
RBNE AT -

Wang Yang  Cheng Total

Ying Li Ping 2008

ZEENE

A AL BE¥ oK

RMB'O00 RMB'O00 RMB'000 RMB'000

ARETT ARBTT ARETT ARETR

120 - - 120

120 - - 120

Chen  Wang Yang  Cheng Total

Qian Ying Li Ping 2007

b 2

PR By VA ¥ 5T

RMB'O00 RMB'O00 RMB'O00 RMB'O00 RMB'000

ARETT ARBTE ARBTT ARETR ARBTR

B & 4858 _

No supervisor waived any emoluments for years ended 31 December

2008 and 2007.

BE_ZZ)\Fh_ZTZTL+F+-_A=+
—HIFEETEESHETAME -
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13

14.

Employees’ emoluments

Of the five individuals with the highest emoluments in the Group, 4
(2007 4] were direcfors of the Company whose emoluments are
included in the disclosures in note 12 (a) above. The emoluments of
the remaining 1 (2007:1) individuals were as follows:

for the year ended 31 December 2008
HE_TENFF+_A=1—HIFE
EEME
EAKERIRERFALY OE(=F
TLEF OB /ARAESE - HBigE
HANEXHFEI2 (a) cBRT—R(ZET
tF —R) ATHBEOT

2008 2007
—EENF —ZETLF
RMB’000 RMB'O00
ARET T AREF T
Salaries and other benefits HekETEA 120 341
Retirement benefit scheme contributions R RAR B EHE R - 12
120 353
Their emoluments were within the Fo”ovving band: MesEEMT :
Number of employees
EBEAY
2008 2007
—EEN\F —EELF
RMB’000 RMB'000
AR¥T T ARBEFIT
Nill to HK$ 1,000,000 ZEEET 000,000t 1 1
DIVIDENDS 13. RE

The directors of the Company have resolved not to recommend the
payment of any dividend for the year ended 31 December 2008
(2007 nil).

LOSS PER SHARE

The calculation of the basic loss per share is based on the loss for
the year attributable to equity holders of the Company of
RMB 135,447,000 (2007:RMB190,476,000) and based on the
weighted average number of shares in issue during the year of
500,000,000 shares (2007: 500,000,000 shares).

No diluted loss per share have been presented for the two years
ended 31 December 2008 and 2007 as there was no dilute
potential ordinary share outstanding for both years.

14.

ARREFEHREHE_TENE+=
A=+—BLEERENEAKRS (2
TLE : ARKER) -

BRER

BREABEBLIREFAARNREKRE
FAEABEEBERAR®K135,447,0007T
(ZZZTLF : AR%190,476,0007T) &
RIBFAD ZEITRMD O INEFHRE
500,000,000/% (ZFZ+4F : 500,000,000
B mat&E -

HREEZE-_FEENFER ST LF+ A
=+ —HIEMEFELERET2EEE

TR AT EZINZMEFE 2F
feEESE s iE o
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for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. W% - BRERRE
Buildings
Computer under
Buildings  Leasehold  Plantand  and office Motor construction
in the PRC improvements  machinery  equipment Vehicles in the PRC Total
GiEtES BER BER HE
hERF B30 #E BAZRB AE rEEF w3t

RMB'OO0  RMB'O00  RMB'O00  RMB'O00  RMB'O00  RMB'O00  RMB'000
ARBTE  ARBTT ARETT ARBTT AREBTR ARBTT ARETR

COSTS BRA
At 1 January 2007 R=-ZEZ+5—-H-H 25,644 29 109,946 6,490 4,745 147,706 294,560
Additions WE - - 4967 367 - 32,091 37,425
Reallocation EEip 1,143 - (5,786) 4,643 - - -
Decrease due to EEUEERA TR

deconsolidation - - (1,883) (1,075) (321) - (3,279)
Exchange difference EHER - 2) (6) - - - (8)
At 31 December 2007 RZEELF+ZA=1+—

and 1 January 2008 ARZZENF-A—H 26,787 27 107,238 10,425 4,424 179,797 328,698
Additions WE - - 213 48 - 23,009 23,270
Disposal HeE (24,671) - (708) (246) (1,104) - (26,729)
Reallocation ESip - - 40 (40) - - -
Impairment (A - - (41,235) (2,453) - - (43,688)

Change of sfatus from BB ARER
subsidiaries to available-  AIfHERE 2

forsale investment HHEE - - - (510) - - (510)
At 31 DECEMBER 2008 RZEZNE+ZA
=+-H 2,116 27 65,548 7,224 3,320 202,806 281,041
DEPRECIATION AND NERRE
IMPAIRMENT: 4,470 6 40,046 4,946 2,215 - 51,683
At 1 January 2007 R-ZZ+&—H-H 1,204 4 Q. 444 1,372 308 - 13,122
Charge for the year AEERY - - (31) 31 - - -
Eliminated on ER A
impairment - - (220) 672) (162) - (1,054)
Eliminated on disposals HE R - - 2) - - - (2)
At 31 December 2007 RZEZ+F+ZA=1—
and 1 January 2008 Ak=FENF—A—H 6,374 10 49 237 5,677 2,451 - 63,749
Charge for the year REERY 1,713 5 9,807 1,134 764 - 13,423
Eliminated on disposal HE R (7,482) - 592) (221) (454) - (8,749)
Eliminated on BRI
impairment - - (24,293) (838) - - (25,131)
Change of sfatus from BB ARER
subsidiaries to available-  AEHEREZ
forsale investment HnE - - - (76) - - (76
At 31 December 2008 RZZENF+ZA
=+-H 605 15 34,159 5,676 2,761 - 43,216
CARRYING VALUES FEE
At 31 DECEMBER 2008 RZZENF+ZA
=+-H 1,511 12 31,389 1,548 550 202,806 237,825
At 31 DECEMBER 2007 HRZZEZ+%E+=A
=t+—H 20,413 17 58,001 4,748 1,973 179797 264,949
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Note:

al

(b)

As at 31 December 2008, certain of the Group's buildings in the
PRC with aggregate carrying amount of approximately
RMB1,511,000 (2007 : RMB20,413,000) have been pledged to

secure bank borrowings granted to the Group [note 38).

The directors have carried out impairment review and have considered
the carrying amount of the building in the PRC approximates its fair

value.

The above items of property, plant and equipment are depreciated

on a straightine basis, at the following rates per annum:

Buildings 3.33%10%
leasehold improvement 20%
Plant and machinery 10%20%
Computer and office equipment 20%
Motor vehicles 20%

During the year, the directors conducted a review of the plant and
equipment of the Group and are of their opinion that RMB 18,556,000

impairment loss was identified as at 31 December 2008.

(b)

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

RIBZENFT_A=1+—H AEBEQLRH
BEFHREAENHNARBE] 511,000 (=%
ZAF 0 AR¥20,413,000m) 25 FEFE
BEREAFEBEERRITER ZER (M
38)

E=ETHERS YR ALV BEAETH
REERELNTERE -

L% - BERREAERER T F R
HiE

BF 3.33%=10%
T 2 s 20%
B B5 B % =a 10%220%
BHEBAERE 20%
= 20%

FR - EFZREENORE LREETRN X
RER_ZENFT_A=+—H&REEE
RAR®E18,556,0007T °
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16.

17.

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

PREPAID LEASE PAYMENTS 16. ANHEER
The Group's prepaid lease payments are in respect of leasehold AEEZENEEREREFR BHBAL M
land located in the PRC held under medium-term leases. EOFEMEETHER -
2008 2007
—ZIN\E TR
RMB’000 RMB'000
ARBFT ARBETT
The Group's prepaid lease payments comprise: AEENAENHERBRE
Medium- term leasehold land in the PRC FEAPEAE M 11,959 37,282
Analysed for reporting purpose as: RERMETODM -
Current assef mENE B 375 Q41
Non-current asset FERBEE 11,584 36,341
11,959 37,282
[i)  The leasehold land with a net book value of RMB1 1,959,000 i) BREFEAREI1,959,0005TH M
is pledged to bank to secure general bank borrowing granted ELH M TERTIEARATE
to the Company (note 38. B —MRRITEENER (T
38) °
[i)  The directors have carried out impairment review and have i) EFCHETRHERNTERAEMRAF
considered the carrying amount of the leasehold lands in PRC MEETHHEmERAENTE
approximates its fair value. fBaE o
INTERESTS IN ASSOCIATES 17. BaQmfExs
2008 2007
—Z2ENF —ET+F
RMB’000 RMB'000
ARBFT ARKETT
Cost of invesiment in unlisted associates- IE F AR D BB SR AN 1,280 1,280
less:  Disposal [note a) W HeE (Hia) (1,080) .
Deregister [note b] 88 EE M (P Eb) (200) -
Cost of investment in unlisted associates I F AR D BB SR AN _ 1,280
Accumulated impairment S RE (] ,280) (1,280)
less: reversal arising from disposal and deregister s : W& & @i sy R E 1,280 _
Accumulated impairment SEE(E _ (1,280)
Share of postacquisition losses FEAS U RS L IR _ _
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NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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18.

19.

20.

Note:

[a)  Ningbo Bolang Electrical Appliance Company Limited (“Bolang”) on
22 May 2008 for a fotal consideration of RMB1,080,000.

(b  Yidong-Sola Technology Limited ("Yidong-Sola”) has been deregistered

on 11 January 2008.

INVENTORIES

Raw materials JR
Work in progress 8
Finished goods SLAK fn

LOAN RECEIVABLE
The amount is unsecured, non-inferest bearing and repayable on
demand.

TRADE AND BILLS RECEIVABLES

EKRE ZERANERE
B REHREE R

Trade and bills receivables
less: Accumulated impairment losses

The Group allows an average credit period of 60 to 180 days fo ifs
frade customers. The impairment losses on trade receivables charged
fo the income statement and set off against the trade and bills
receivables during the year are approximately RMB564,000. An
aged analysis of the frade and bills receivables as at the balance
sheet date, based on payment due date, and net of impairment
losses, is as follows:

18.

19.

20.

for the year ended 31 December 2008

#HE=
W3

FENF I —HILFE

(o) FEEEHAERBRAR(NEMRZZE
ZENFRAZFTZBUNARBARE

1,080,0007T °

(b] EREXMEERAB(BRDR-F
ENF—HA+—BHHEEMm -

RE
2008 2007
—Z2T)N\F —ETHF
RMB’000 RMB'000
ARBTR ARBT T
36,159 38,075
1,853 2,219
4,488 15,605
42,500 55,899
P& U & X
HERARBEBA - 28 HARERME
i% o
BHEZERRER
2008 2007
— —ETEHF
RMB’'000 RMB'000
AR®BTT ARBTTT
37,923 84,501
(30,974) (74,879
6,949 9,622

AEEGETERESEPHNEERFONT
60E 1808 » FRMNU RN & 8 FE W
BEERFEHNERE ZRFBEBELD
RAR®564,0007T - WEE BIREI A
KA OHMEKEZERLER (B HK
MERE) REkOTMT
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21.

FINANCIAL STATEMENT - CONTINUED

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

2008 2007
—EENF —EREF
RMB’000 RMB'000
ARBFT ARBFT
0 - 90 days 0x90H 5,192 5,833
@1 - 180 days Q1 180H 462 865
181 — 365 days 181&365H 1,287 2,805
Over 365 days HiEm365H 8 119
6,949 9,622
AMOUNT DUE FROM / (TO) A SHAREHOLDER 21. BW (B[ —BRRNKIE
2008 2007
—EENF —ETAF
RMB’000 RMB’000
ARBFT ARBFT
Amount due from China Ruilian JE Ui Hh B iy B %E BEARRA
Holding Corp. (China Ruilian) CIRGEET D - 7,798
The amount is unsecured, non-interest bearing and repayable on ﬁf% REAEEH 28 - BAREENRIE
demand. The directors consider the carrying amount approximates CEERAFEEHEEQNTEMEE o
its fair value.
2008 2007
—EENF —ETAF
RMB’000 RMB’000
ARBF T AREFT
Amount due to China Ruilian JiE < PR B T B 0B (141,413) (107,291)
The amount is unsecured, bears interest at a rate of 5.84% and ERREEIET  BHFEEERS 84EE
8.22% (2007: 6.57% and 7.29%) per annum and repayable on B22EBFHB(ZEZLHF : 657/EET.29
demand. The directors consider the carrying amount approximates E)  REBERER ZFEBFRREEE
its fair value. HENFEES -
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NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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22. AMOUNTS DUE FROM / (TO) MINORITY SHAREHOLDERS
The amounfs are unsecured, non-interest bearing and repayable on
demand. The directors consider the carrying amounts of amounts
due from/(to) minority shareholders approximate their fair values.

23. AMOUNTS DUE FROM / (TO) DIRECTORS

Amounts due from (due to) directors disclosed pursuant fo section
161B of the Hong Kong Companies Ordinance are as follows:

Amounts due from JE Uiyt 2 18

Mr. liv Xico Chun [note ) 2yps 2 42 4 (Kt q)
M. Liv Feng 2|48 4 A

Mr. Wang Wei Shi F B A

Amount due fo JE < 218

Mr. Gong Zheng Jun = FE %A

M. Liv Feng 2|88 4 A

[a) M. Liu Xico Chun has been appointed as the director of the
Company on 5 November 2008.

[b)  The amounts are unsecured, nonvinterest bearing and repayable
on demand. The directors consider the carrying amounts due
from/(to] directors approximate their fair values.

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE
22. W (M) DBIRRFIA
BRAFARELAR 28 AARERE
B BERREY (BN L BIRRFIE
MEmEEEQRFERE -

23. B (M) EESHE
REBEBEBERBGHIE61 B FEREW
() ESHFHEMT -

Maximum
Balance at amount Balance at
1.1.2008 outstanding 31.12.2008
R=ZZZN\F duringtheyear R-ZZNF

—RA—H FR&E T-A=t—8
MR ER REEEHE MR ER
RMB'000 RMB'000 RMB'000

ARMETTT ARBTT AREETTT

- 523 523
600 600 -

- 10 10

600 533
(2,500) (8,000)

- (465)

(9,500) (8,465)

(o) BIERLEEER _ZTZENF+—A
hHEZRERARAES -

(b) ERAFESELRNT 25 BARE
BREE -BEERRENR(ER)
EEFRENEEERZLQFEM

4+

E o
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24. AMOUNTS DUE FROM / (TO) RELATED COMPANIES

Amounts due from related
companies

AN ERFRZ AR AR
(RYIZEFR") (note al

ZRIEZREERETAR]
("ZREZ")

I RIZRFZERBREFAR]
("lZERFZE") (note b)

Amounts due fo related companies
RYTHERZ EBR AR
(“ZFTZE") (note )

AL IR EF MR AREERT

("FAZIwEE") (note d)

Note:

& 2 B & 1 ] 3R IR

FRIERFHRZER QA
(FERYZEZRD) (M Ea)

ZREZHMEAREERF
(MZ®EZ))

bl RFFERZAREME
~ A (T RAE]) (&Eb)

J& 1 BRE R R 3RIR

Maximum
amount
outstanding
during the year
FRES
RMEEEH
RMB'000
ARBFIT

51,552
16,368

341

FINTEZRZEBRATA
(PEZFRZED (M5to)

AR EREFHHARE

ERE ([ARHE]) (M)

(@) Mr. Gong Zheng Jun, a director of the Company, is also a shareholder

of FYIEZE.

The Company holds 51% equity interest of FHIEZE on behalf of

Mr. Tan Zhan Yuan.

i

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

24. W, (BN BERQ AR

2008 2007
—EENF —TTH
RMB’000 RMB'000
AREFRE  ARETE
210 17,583
N/ATE B 16,368
326 341

536 34,292

2008 2007
—SEN\FE —TTEF
RMB’000 RMB'0O00
ARMFRE  ARMTE
(1,179) (233)
(12,007) (17,936)
(13,18¢) (18,169

o) ARARBEEZEELRETRRINERD

3R -

ARRAHREKREREBLEEFBRINESE
S519%2 BHE
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(b)

(d)

The amount due from &IIEZE is unsecured, non-interest bearing
and repayable on demand. The direcfors consider the carrying amount
of the amount due from JR&IIEZE approximates its fair value.

The Company holds 40% equity interest of lZ R F|ZE on behalf of
Mr. Wang Ya Qun, a shareholder of the Company, who is also a
director of Iz R FlZE.

The amount due from UIZEFZE is unsecured, non-interest bearing
and repayable on demand. The direcfors consider the carrying amount
of the amount due from IZ ERFIEE approximates its fair value.

Mr. Yang Li, a shareholder and supervisor of the Company, is also a

director of ZF2Z £.

The amount due to %2 £ is unsecured, noninterest bearing and
repayable on demand. The directors consider the carrying amount of
the amount due to 3% 2 £ approximates ifs fair value.

The amount is unsecured, bears inferest at one year's primary loan
interest rate per annum announced by the People’s Bank of China
and repayable on demand. The directors consider the carrying amount
of amount due to FEZ T approximates its fair value.

(b)

(d)

for the year ended 31 December 2008

HE_LTTN\FF_A=+—HIFFE
EUCRINERFALEER - 28 B
AREREE BZERREURRINESR
REMREEEE QX FERE -

ARABARRARBARREEZHELRE
WZRAFEAOU ARG - THAFEET
RIERFNENEE -

W RMERAREERR 28 B
FAREREE BERREWICRAE
REMREEEE QX FERE -

ARABRREEBIAETRERZ
EMEE-

BNZERZEFALSEER 28 B
FAREREERE BEERRENERZE
REMREEEE QX FERE -

ZERARBER RPEARRITR
W —FERFHNERFFE » BARER
BE - -EERRENT R KB FENE
EEHEAFERS
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25. AVAILABLE-FOR-SALE INVESTMENTS

FLHIRE

Unlisted investment

Note:

STATEMENT - CONTINUED

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

25, AHHERE

(@) Pursuant fo a share transfer agreement signed between the Company (a)
and an independent third party dated as af 28 July 2008, the Group
disposed of its entire ©5% interest of the registered capital in Shenzhen

E-Source Communications Technology Company Limited (“Shenzhen
E-Source”] to the third party for a consideration of RMB1. As at the
balance sheet date, the share transfer has not yet registered in

Administration for Industry & Commerce.

(b]  Pursuant fo a share transfer agreement signed between the Company (b)

and an independent third party, the Group disposed of its entire 66.7%

interest of the registered capital in JRYIITI =54 ML MTE R A 7]
["{E55") to the third party at a fotal consideration of RMB1 as at 28
July 2008. As at the balance sheet date, the share transfer has not yet

registered in Administration for Indusiry & Commerce.

()  The direciors of the Company are of their opinion that the Group (c)

ceased to have control over Shenzhen E-Source and 24 since 28

July 2008 and Shenzhen E-Source and #£3 were reclassified as an

availableforsale investments accordingly.

(d]  The disposal of the captioned available-forsale investments will be (d)

complefed once the share transfers are registered in the Administration

for Industry & Commerce.

The Group
REH
2008 2007
—EENF —BEAF
RMB’000 RMB'000
ARET T ARET T

BEARRAFTR_ZZENFELA=-+N\AH
BBV E=ZFEINRODERDRZE &
SENREBARBI TRE=ZFEEMEF
Az B m A AR AR (DRI
B]) AMEAXRPHDILOS%IER - W&
HR ZEROERTARNIEITRE
B R e

RBALRBBLE=FHETNRMNE
EpE o AEER-ZEZNFLA-TN
HABEREBARB I TEME=ZS HEMR
AN EwEBARMARAE ([185])
AMEARTH2ACO. 7%z - NEE
H ZEBRMHEZIARTIETHER
B -

ARABEERR  AEBEB_TTNF
TtAZTNANRBEREERINZE REH
EVFEHIHE - BURYIZ 8 N 78 58 AR R 1R
ENOBERAUHHERE -

ZEBRONEENTIHTREEREM
%o LA HEERENHEREN T
B o
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26.

27.

28.

HELD-FOR-TRADING INVESTMENTS

The amount represents an equity-linked deposit accounted for as
financial asset at fair value through profit or loss, which carries variable
inferest that is linked fo the market value of certain equity securifies
listed overseas and with maturity date on 12 January 2009.

The heldHfortrading investment was disposed for a consideration of
amounted approximately RMB460,000 on 19 September 2008
before the maturity date. A disposal loss of heldforfrading investment
was recognised in the consolidated income statement.

PLEDGED BANK DEPOSITS AND BANK BALANCES
Pledged bank deposits represent deposits pledged to banks to secure
shortterm banking facilities granted fo the Group and are therefore
classified as current assefs. The pledged deposits carry interest at
fixed rates ranging from 0.36 to 0.72% (2007: 2.79% to 4.14%)
per annum and will be released upon the setflement of relevant
bank borrowings.

Bank balances carry interest at prevailing market rate for both years.

TRADE AND BILLS PAYABLES
An aged analysis of the trade and bills payables as at the balance
sheet date, based on payment due date, is as follows:

0 - 90 days 0Z90H
91 - 180 days 91%180H
181 - 365 days 1812365H

Over 365 days HiB365H

26.

27.

28.

for the year ended 31 December 2008

HE-—FENFHA=1—HILFE
KEEEREA
FZEFBERBRAFEFABENEREE
ARHBREAHBEFR - BIRETREN L
MERAESTERABO AR RFTE - »
SETAF—AT-AHE -

REBER > FEEERENR_-_FTNEF
ANATHBEUAKARE460,000T 09K E
HE - FBIFEEREZHEBERGANK

EEARTERRRTES
EEMIBTHERIEERTRITOER - N
ERANEBEMERHRITEENER &
WIMERBEE - BRI ERIZEEFH
ENFO0ICEZ0.72E (ZFZLF -
279BEAVAE)FE - XHNEERRE
RITBERRR -

RITHEBRRZMEFENERHH MK
B e

EREZRRRREE
REZRRIMNRBEDNENE BIK
REERBEREDTMT

2008 2007
—EEN\F —ETLF
RMB’000 RMB'000
ARET T AREFIT
35,183 26,305
1,512 13,736
1,145 11,841
48,244 18,625
86,084 70,507
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29. BANK BORROWINGS

Bank borrowings RITE R
- Secured - BiEH
- Unsecured - I

Bank borrowings of during the year bear inferest at fixed rates ranging

from 5.31% to 8.217% (2007: 4.185% to 8.217%) per annum.

The Group's borrowings that are denominated in currency other
than the functional currency of the relevant group entities are set out
below:

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

29. RITBE

2008 2007
—BENF  CTTLA
RMB’000 RMB'000

ARBTT ARET T

124,670 53,750
= 172,090
124,670 225,840

REEANRITEERBEEFNENTF
531EZE8217E(ZZFFT+F :4.185
EZE8.217E)&HE °

AEBEUNFREEERDEEEAINE
BEHEMNEEDT

Denominated in US dollars
RMB’000 Equivclenf
PETEHE
ARETTEE

At 31 December 2008 R-ZEENEFE+ZA=+—H -

At 31 December 2007 R—E2EtF+-_A=+—H 6,591
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30. DEFERRED REVENUE

At 1 January m—H—8
Transfer to consolidated income statement B F 4 & W28 &R
At 31 December R+=—A=+—H
Analysed for reporting purpose as: BERMETHDN
Current liability mBaE
Non-current liability FERBAE

(a)  Government grants for purchase of the existing premises and
equipment for production

In 2003 and 2004, the Group received government grants
of RMB5,600,000 and RMB2,323,000, which were
designated for the cost of acquisition of the existing factory
premises and certain equipment for production respectively.
The grants were deferred and will be recognised as income
on a sfraightline basis over the expected useful lives of the
related assefs.

(b)  During the year, as disclosed in note 15, the Group had
disposed of the captioned factory premises and the
corresponding carrying amount of deferred revenue of
approximately RMB4,617,000 was recognised as income.

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

30. iEfE W

(a)

2008 2007
—EENF —ETAF
RMB’000 RMB'000
ARETT ARBTT
5,210 6,866
(5,082) (1,6506)
128 5,210

128 657

= 4,553

128 5,210

ERBERAMEREERENR
iSRG kA

R-ZTEZ=FR_ZFTWF r&
EESOEERBIELRBRER
FABRETAERBORTH
e AR%5,600,000T R AR
2,323,000 - Z5HBHEHERE
RIE - SAEREREBEEN
TR E A FRERBEA -

FA - BWMHFISHEE - AEH
CHEREMLzHEARE YL B
EERAZHEBEERAEOARE
4,617,000 LEHERBEA -
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31. SHARE CAPITAL
Issued and fully paid: BEITRHAR :
At 1 January 2007, R-_ZEZE+F—F—H -

31 December 2007
and at 31 December 2008

Domestic share A& %
H shares H %

The Group's equity capifal management objectives are fo safeguard
the Group's ability to continue as a going concern and fo provide
an adequate return to shareholders commensurately with the level of
risk. To meet these objectives, the Group manages the equity capital
structure and makes adjustments to it in the light of changes in
economic conditions by paying dividends to shareholders, issuing
new equity shares, and raising or repaying debts as appropriate.

The Group's equity capital management strategy, which was
unchanged from the previous periods, was to maintain a reasonable
proportion in fotal debts and equity capital. The Group monitors
equity capital on the basis of the debtHo-equity capital rafio, which
is calculated as net debts over equity capital. Net debis are calculated
as total debts less cash and cash equivalents. Equity capital comprises
all components of equity (i.e. share capital, accumulated losses and
reserves). The debto-equity capital ratios at 31 December 2008
and at 31 December 2007 were as follows:

Total debts
less: Cash and cash equivalents

(EEEE

Net debts B 58
Total equity AR

Debtto-equity capital ratio

o BeRBEEFEEAER

B EERA L X

STATEMENT - CONTINUED

for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

. B

Number of shares Share capital
ROEE RS

‘000 RMB'000

Fh& ARBFT

—ERHE+-A=+-AR
—FE\F+-A=+-8

500,000 50,000
370,000 37,000
130,000 13,000
500,000 50,000

AEEEEEGBRANBR  DHREAE
BAESEKLENE D  YRERRKF
REREHFEREER - SEBWMFER
AEERELERE  BARNEERAK
RIRMBCE ~ BITHARD M EHEEE
B NEERERARBEREEELR

%%o

AEBENERRAERRIE D BERERE
B ER IRANERE N A TR EL ) - i Lk SRS A0
BERE-—BERFTE - AEEREBKY
AR AN L R (AE 5 F BB A s IR
AE)EREERA - EEFRIDIRES
RERARSIRCEFERBFE - #x
BAmmARRER (BRA - R5HEE
NiEm) k- RZTETENF+ A=+
—BRZETLF+ A=+ -HNER
HRABRALENT :

2008 2007
—2EN\E BT
RMB’000 RMB'000
ARBTE  ARET
474,250 629,789
(4,103) (106,105)
470,147 523,684
(139,569 (1,371)
(3.37) (381.97)
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32.

NOTE TO CONSOLIDATED CASH FLOW STATEMENTS
Change of status from subsidiaries to available-for-sale investments
As disclosed in note 25 to the financial statements, the Group
accounted for the investments in Shenzhen E-Source Communications
Technology Company Limited (“Shenzhen E-Source”) and &Yl 12
BB AR AT ("125") as availobleforsale investments with
effective from 28 July 2008. Accordingly, the Group ceased to
consolidate its result, assets and liabilities since that date.

Shenzhen E-Source is inactive and the assets and liabilities are as

32.

for the year ended 31 December 2008

HE_LTTN\FF_A=+—HIFFE
FERSREBRMEE
BB A RERTHHEREZSNED
I RAMIE 25T IE - AREKY
AYNZ B BEARMBR AR (DRINZZE])
BRI HAM XM AR AR (18:4])
ZERENAHHEREAR BTN
FrtRAZTNBRER - AEER LA
HEFLAHERE BEERAE -

ARYZBEJmRER  HEERABNOT ¢

follows:
RMB'000
ARETT
Property, plant and equipment ME - BE L& 89
Inventories TE 636
Other receivables, deposits and prepayments HERKER - Re RFANHKIA 2,192

Cash and cash equivalents

RekREeFEER 30

Other payables and accruals HEeENERREFTER (1,440)
Bank loans RITER (6,637)
Minority interests LERRER (721)
(5,851)
Unrealised gain on change of status S BE 2 REH WS 5,851
Deemed cost as availableforsale investments AHEERE ZEREKK -
Net cash outflow arising on change of status HNBARERAHEHEREZS D
from a subsidiary to available-forsale investment: BEAEENHR ML TR
Cash consideration received EWHREeRE -
Bank balances and cash RITHBRE (30)
(30)
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33.

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

=% is inactive and the assets and liabilities are as follows: EREEEE WmMEELRBGEWOT :
RMB'000
AREEF T
Property, plant and equipment ME - WELREB 345
Inventories Ve 111
Other receivables, deposits and prepayments HERBWER e RBEMNKIE 1,232
Cash and cash equivalents HERREEEER 211
Trade payables R E SRR (518)
Other payables and accruals EvRNEZRRETEAS (2,259
(878)
Unrealised gain on change of status EnEH s RER KR 878
Deemed cost as availableforsale investments AIHHERE ZREKAE -

Net cash outflow arising on change of status from HfBARERAIHEEREZ SN E
a subsidiary to availableforsale investment: FTEAMBESRLFRE

Cash consideration received BUWIR e RE -
Bank balances and cash IRITHEHBRIA S (211)
(211)

INVALIDATION OF A SUBSIDIARY

Ningbo Million Bank Electronic Technical Company Limited (“Million
Bank”), without submission of annual register for 2 years, had been
invalidated by Administration for Industry & Commerce on 28
October 2008. The directors of the Company are of their opinion,
with the advice from a legal advisor, that no litigation liability should

be borne by the Company after the invalidation.

Million Bank is inactive and the assets and liabilities as at the

invalidation date are as follows:

Other receivables

Other payables

Net assef disposed
Loss on disposal of a subsidiary

33. RE—XHELQH
BEREEEFHRERAR (MEE]) AR
MEAL BB FEZEM - MR TN
FHAZTN\BHIBATHREERDEE
AR - KL2EEXRBEHERBERE  ARF
EXRR - ARBIBARL D HEAETMF

REE -

RETEXE NROHEAEERAEN

™
RMB'000
AREETTT
H T W AR 7,850
HEREMAERR (442)
EHEEEFE 7,408
PE-—RWEBAR 2 EE (7,408)
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34.

35.

DEFERRED TAX ASSETS

As at the balance sheet date, no deferred tax asset has been
recognised in relation fo the deductible temporary differences as it
is not probable that taxable profit will be available against which
the deductible temporpary difference can be utilised.

CONTINGENT LIABILITIES

[a)

c)

As at 31 December 2008, the Group had entered info the
guarantee contracts of RMB 10,000,000 with banks fo provide
guarantee fo secure the bank faciliies granted to a third party.

Pursuant fo the agreement in connection with the very substantial
disposal fransaction as defailed in note 2(v), the daily penalty
of 0.05% on the basis of total consideration has been waived
provided that the Company has to fulfill the condition to leave
the Property on or before 30 August 2009 according to the
reply letter dated 11 March 2009 issued by Land Resources
Bureau of Yuyao City.

Pending cases prosecuted before 2007

As of December 31, 2008, there are 5 pending cases
prosecuted before 2007  relafing to Yidong Company. The
details are as follows:

1. The Civil Mediation Agreement (2006] Yong Min Si
Chu Zi No. 95 ([2006] BRI FHES: (REH
f#&)) for the case in relation to Apex Science &
Engineering Corp. (R/EZ MBI FHEAR DB R 2 7]
(The "Plaintiff’) who took a legal action with Ningbo
Intermediate People’s Court on 20 April, 2006 to claim
the Company (The "Defendant”) to pay the payment for
goods of USD1,551,000 and the interest of
USD87,000. Both parties reached a mediation
agreement in the court on November 8, 2007: the
plaintiff agreed fo seftle the case if the Company pays
UsbD525,000.

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

34. EEREAEEE
REER > ARTAIRER AT BT R ER
A] (4K B B SR B e A1) - 8 30 8 AT 008
ERNEZERREEHRREE -

35. IREE
(o) RZEENF+_A=+—H ' &K
EEHRBITITIMMDARE
10,000,000 T EREL » UABK
FE=ZFHRITEEREBER -

b REBEAREME2VIAFLNIFEFTEX
HEZEENHHE  RAKTELE
BRER-_ZZAF=A+—BH#H
MEEXHE  WARAR_TEAN
FNAA=TBHIURTEXGMHEBL
W B ERRE A X NARE
0.05%2 &3k »

d —EELEUMABESRES
HE-TENET-A=t—HI -
g R AT B =TT AR R
EERORHFSR - ARBEROT

1. BEZHZE(20060)BEMEY
FEISTF(RERES)

REREBEMBERERNE
RBAad RZEZERNFNAC
+ A A% E AR ARER R
FBERWEARARAZNER
1,551,000% 7T & %] B 87,000
XL T+ F+—ANA

EHEREERAR  RER
BEARRA X525 000% T4
7% ]

86



ANNUAL REPORT 2008 =& & )\ F 3}

The Company shall imp|emenf the repayment b\/ the
end of April in 2008. However, the Company cannot
afford to pay the amount on schedule due fo the financial
crisis. Subsequently, the judicial persons of both
companies reached an oral compromise agreement
once again, i.e. the plaintiff agreed that the Company
might pay RMB2,000,000 and the balance would be
exempted. The Company has paid USD38,000 and
RMB300,000 by installment. The aggregate amount
which has been repaid would be RMB556,000 if being
franslated at the exchange rate issued by the bank on
31 December, 2008. The outstanding amount due from
the Company fo the plaintiff is equal to RMB1,444,000.

The Civil Mediation Agreement (2006] Yong Min Si
Chu Zi No. 96 ((2006) BEMYIFE 65 (REH
f#&)) for the case in relation to Apex Science &
Engineering Corp. (R/EZ MBI HEAR DB R A7)
(The “Plaintiff’) who took a legal action with Ningbo
Intermediate People’s Court on 20 April, 2006 to claim
the Company (The "Defendant’) to pay the payment for
goods of USD2,009,000 and the interest of
USD112,000. Both parties reached a mediation
agreement in the court on 8 November, 2007: the
plaintiff agreed fo seffle the case if the Company pays
USD495,000.

The Company shall implement the repayment by the
end of April in 2008. However, the Company cannot
afford to pay the amount on schedule due o the financial
crisis. Subsequently, the judicial persons of both
companies reached an oral compromise agreement
once again, i.e. the plaintiff agreed that the Company
might pay RMB2,000,000 and the balance would be
exempted. The Company has paid USD38,000 and
RMB300,000 by installment. The aggregate amount
which has been repaid would be RMB556,000 if being
translated at the exchange rate issued by the bank on
19 February, 2009. The outstanding amount due from
the Company fo the plaintiff is equal to RMB1,444,000.

NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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The Paper of Civil Judgment (2006) Yong Min Si Chu
Zi No. 218 ((2006) BEHNFHE2185H(EF IR
£)) for the case in relation to ANC Holdings Company
Limited (ANCIZR& B FR A &) (The “Plaintiff’) who took
a legal action with Ningbo Infermediafe People’s Court
on 30 March, 2006 to claim the Company (The
"Defendant”) to pay the payment for goods of
USD518,000 and the interest of USD113,000.
Ningbo Intermediate People’s Court issued the Paper
of Civil Judgment (2006) Yong Min Si Chu Zi No. 218
((2006) BEMYIFE21 8RR FHIRED) on July
14, 2008 to judge that the Company shall pay the
payment for goods of USD518,000 and the interest of
USD113,000 to ANC Company (The “Plaintiff").

Since the Company sfill considered that the plaintiff was
not qualified to take a legal action just like it mentioned
during its debate in the court of first trial and required
the people’s court fo reject the prosecution by the plainfiff
pursuant fo laws, the Company appealed to the Higher
People’s Court of Zhejiang Province on 30 July, 2008.
Currently the case is sfill on the docket.

The directors of the Company are of their opinion, with
the advice from a legal advisor, that it is quite possible
that the people’s court of second frial will change the
judgment of first trial since the Company considered
that “the fact affirmed by the court of first frial is nof in
compliance with this case and ANC Company (The
"Plaintiff’) hasn't the qualification to be a subject of
litigation”, and this opinion had its legal basis. ANC
Compoany (The “Plaintiff” of this case) failed to provide
the Qualification Certificate issued by the governor of
BVI where ANC Company was incorporated to the court
in accordance with laws and the company was not in
compliance with recognition conditions of prosecution
qualification required by the Supreme People’s Court of
China. It's quite possible that the Higher People’s Court
of Zhejiang Province will change the judgment of first
frial.

for the year ended 31 December 2008
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(2007) Bei Min Chu Zi No. 458 (20073t R¥)FE
458%%) for the case in relation to Shenzhen Haishi
Communication Co., Ud. CRIIIBHEBEAEREEIA
7)) (The "Plaintiff’) who took a legal action with the
People's Court of Shibei Disfrict in Qingdao City to
require the Company (The “Defendant”) to compensate
for the loss on inventory of RMB650,000, the loss on
fransporfation and maintenance of RMB840,000, the
loss on goodwill of RMB500,000.

The People’s Court of Shibei District in Qingdao City
issued the Paper of Civil Judgment (2007) Bei Min Chu
ZiNo. 458 ([2007) L RHIFHEAS8FAR FHIRE))
on 3 April, 2008 to judge that the Company shall
compensate the p|ointiff for the loss on stock of
RMB510,000, the loss on transportation and
maintenance of RMB840,000, the loss on goodwill of
RMB500,000 and the aggregate amount is
RMB1,850,000.

The Company appealed to the Intermediate People'’s
Court of Qingdao City on 28 April, 2008 and the
reasons for the appeal were as follows: The plainfiff
and the Company haven't entered info any contracts,
so it doesn't exist any default issues from the perspective
of the Company; the facts recognised by the judgment
of first trial were inaccurate and the laws applied during
first trial were inappropriate. Currently the case is on
the docket.

The directors of the Company are of their opinion, with
the advice from a legal advisor, that the result of judgment
cannot be forecasted because this case is filled with
local “profectionism”.

NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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(2007) Zhong Guo Mao Zhong Hu Zi No. 3286
(2007 )R B Z{hJEF 2 32865%) for the case in relation
fo Zhejiang Mefals And Materials Group Co., ltd. (The
"Plaintiff”) who applied to China Infernational Economic
and Trade Arbitration Commission Shanghai
Commission (FEIEIREEESHBHZES LED
@) for arbitration on22 October, 2008 with the reason
of defaulting payment for goods. It required fo judge
that Shenzhen Tianchuang Communication Company
Limited (YK EIZBIE AR R) (the first respondent]
shall pay the payment for goods of RMB4,672,000
and the inferest of RMB553,000. The Company was
required o be listed as the second respondent and fo
assume the joint liability. On 22 October, 2008, the
arbifration commission issued the arbitral award which
judged that the first respondent shall pay the payment
for goods of RMB4,672,000 and the interest of
RMB541,000 and the Company (the second

respondent) shall assume the joint liability.

The Company has refused to accept above-mentioned
judgment and appeal to people’s court. On 15
December, 2008, the Company submitted Application
for Withdrawal of the Arbitral Decision to Shanghai
No.2 Infermediate People’s Court to require the people’s
court to make judgment in accordance with laws.

Cases judged and absolutely executed as of 2008

From 1 January, 2008 to 31 December, 2008, there were
totally @ lawsuits which were in relation to the Company and
have been absolutely setiled. The sum involved in the lawsuits
amounted to RMB2,264,000. Five people’s courts have
parficipated in trial. Currently all of the @ cases have been
seffled, and the Company is judged to pay RMB2, 136,000
(including the case acceptance fees| to @ plaintiffs.

After the litigations were closed, the Company actively
negotiated with the plaintiffs and setiled all the amounts of the
9 cases through paying payments for goods and making
payments in kind. Among the payments, the payment for goods
amounted to RMB1,689,000; the value of payment in kind
amounted to RMB432,000. The tofal value of payment for
goods and payment in kind was equal to RMB2,122,000,
and the amount saved was equal to RMB14,000.

Q0

(d)
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Cases judged but not absolutely executed as of 2008

From 1 January, 2008 to 31 December, 2008, there were
totally 11 lawsuits which were in relation fo the Company
and have not been absolutely sefiled. The sum involved in the
lawsuits amounted to RMB36,005,000. Two people’s courts
have participated in frial. Currently all of the 11 cases have
been judged, and Yidong Company is judged fo pay
RMB24,299,000 (including the case acceptance fees) to 11
p|oinﬁffs.

As of 31 December, 2008, Yidong Company have actively
negotiated with the plaintiffs and paid the payment for goods
of RMB11,988,000. The outstanding payment amounted to
RMBT12,311,000.

Pending cases in the first frial as of 2008
As of 31 December, 2008, there were 2 pending cases which
were on the docket:

1. The lowsuit involved in a borrowing dispute prosecuted
by Shenzhen Huagiaocheng Branch of Bank of
Communications (Shenzhen Bank of Communications
for short) against Shenzhen E-Source Communication
Technology Company Limited ("Shenzhen E-Source”).

The cause of action: Shenzhen E-Source borrowed
RMB14,000,000 from Shenzhen Bank of
Communications, and the borrowing was guaranteed
by Shenzhen Teltron Communication Co., Lid. (Teltron
for short), the Company and Guan Yi (B8,

(e]

()

for the year ended 31 December 2008
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On 19 May, 2008, with the reason that Shenzhen E-
Source must repay the outstanding principal of
RMB6,637,000 and the interest of RMB555,000 (the
interest was temporarily calculated up to 20 April,
2008), Shenzhen Bank of Communications initiated a
proceeding in the People’s Court of Nanshan District,
Shenzhen City, Guangdong Province to claim Shenzhen
E-Source to repay the borrowing and inferest immediately
and require Teliron and Guan Yi himself as well as the
Company fo assume the joint liability of repayment
guarantee. Currently the case is on the docket.

On 30 July, 2008, Shenzhen lead Communications
Co., ld. (FRINTZiBBAEM AR A F) initiated a
proceeding in the People’s Court of Yuyao City with the
reason that the Company default the payment for goods
(a dispute in relafion to purchase and sale confract),
and claimed the Company to pay the payment for goods
and the interest, as well as assume the litigation fee.

On 23 December, 2008, the People's Court of Yuyao
City senfenced that the Company shall pay the payment
for goods of RMB884,000 to lead Company and
assume the litigation fee of RMB12,000.

The Company appealed to the Intermediate People'’s
Court of Ningbo City on 15 January, 2009, with the
reason that the debt has exceeded two years' limitation
of action and the plaintiff has just delivered to the
Company a part of goods valued at RMB184,000
and shall deliver the remaining goods valued at
RMB700,000. The Company considered that the facts
recognized by the court of first frial were uncertain and
evidences were insufficient and required the court of
second frial to withdraw the original judgment and make
a fair judgment. Currently the case is on the docket.

The directors of the Company are of their opinion, with
the advice from a legal advisor, that it exisfs frue reasons
and authentic evidences for the appeal of the Company,
and it is quite possible that second frial will change the
original judgment.

for the year ended 31 December 2008
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36.

[g)  Lawyer's letters received in 2008
The Company has received 11 lawyer's lefters totally, with
involved amount of RMB1,948,000. The Company has only
filed above-mentioned lawyer's letters in Legal Department since
most of the senders have not made further communication
after lawyer's letters were sent.

The directors of the Company are of the opinion, that there is no
other significant lawsuits in which the Company or the Group acts
as defendant incurred except that set out above up to the report
date. Save as disclosed above, the directors were not aware of any
significant contingent liabilities of the Group as af the balance sheet
date.

OPERATING LEASES

The Group as lessee

Minimum lease payments paid under operating leases in respect of
office premises during the year amounted to RMB6 13,000 (2007
RMB643,000).

Operating lease payments represent renfals payable by the Group
for certain of its office premises. leases are negotiated for a term of
two years.

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
which fall due as follows:

Within one year —F X

In the second to fifth year inclusive

36.
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37.

38.

CAPITAL COMMITMENTS

Commitments in respect of acquisition of W HEW % -~ B /FE k&

property, p|onf and equipment

- contracted for but not provided - BRTKVEREE
- Authorised but not contracted for - EREERFTL
PLEDGE OF ASSETS

As at 31 December 2008, certain assets of the Group were pledged
fo secure credit facilities granted to the Group, as follows:

[a)  legal charges over cerfain of the Group’ s buildings with an
aggregate net book value of RMB1,511,000 (2007:
RMB20,413,000) (note 15);

[b)  legal charges over certain of the Group's prepaid lease
payments in respect of mediumerm leasehold land with an
aggregate net book value of RMB11,959,000 (2007:
RMB15,757,000) (note 16);

[c)  pledge of certain bank deposits of the Group to secure short-
term banking facilities granted to the Group with aggregate
value of RMB?, 150,000 (2007: RMB96,171,000) (note
27).

for the year ended 31 December 2008
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39.

RETIREMENT BENEFIT SCHEMES

The employees of the Group's subsidiaries which operate in the PRC
are required fo participate in a central pension scheme operated by
the local municipal government. The Group is required fo make
month|\/ contributions to the defined contribution retirement scheme
calculated at 20% of the basic salaries of the employees, and
employees are required to contribute 8% of their basic salaries to
the retirement scheme. The Group has no obligations for further
pension paymenfs or any post refirement benefits beyond these
contributions. The retirement benefits are poid direcﬂ\/ from the scheme
assets fo the refired employees and are calculated by reference to
their month|y basic salaries af the date of retirement and length of
periods of services rendered. The contributions are charged fo the
consolidated income statement as they become payable in
accordance with the rules of the central pension scheme.

For the Group's subsidiary in Hong Kong, it operates a defined
confribution Mandatory Provident Fund retirement benefits scheme
(the "MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to participate in
the MPF Scheme. Confributions are made based on percentage of
the employees’ basic salaries and are charged to the income
statement as they become payable in accordance with the rules of
the MPF Scheme. The assets of the MPF Scheme are held separately
from those of the subsidiary in an independently administered fund.
The employer confributions from the subsidiary vest fully with the
employees when contributed info the MPF Scheme.

The total cost charged to income statement of approximately
RMB327,000 (2007: RMB1,027,000) represents contributions
payable fo these schemes by the Group in respect of the current
accounting period.

39.

for the year ended 31 December 2008
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40. RELATED PARTY TRANSACTIONS
Details of the balances with related parties as at balance sheet date
are set out in the consolidated balance sheet and relevant notes.

[a)  Apart from the information as disclosed in notes 23 to 24 the

financial statements, the Group had the following material
fransactions with its related companies during the year:

Bolang, an associate i RN T g
Rental income He A
Electricity income BHKA

ZHIEZ, a related company AENRTRIES
Sales of goods HE S m

wIINEZR, o related company BE RN RRINESR
Sales of goods HE uE'
Purchase of goods KEER

lb)  Guarantee

At 31 December 2008, guarantees given by relafed parties

for bank borrowings are as follows:

China Ruilian

B I B

40.

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

BEALXRS
RERR - BEEALNERFBIRNE
REERBERNEBME -

(a) BREATEIHMKRMA23E24FFKENE

B REEREBER AR E R

EUTEARZS
2008 2007
= G
RMB’000 RMB'000
ARBFR  ARETT
N/ATE A 169
N/ATE 66
N/ATE A 16,197
6,795 7,200
1,753 -

b EIR
R-ZTTN\F+-A=+—8 #
R EEHEA L REOERD
o

2008 2007
=L L
RMB’000 RMB'0O00
ARBFT  ARETT
88,000 268,000
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NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

41. BALANCE SHEET INFORMATION OF THE COMPANY 41. KRAFANEEABRER

Balance sheet of the Company AKATHNEEEER
2008 2007
—EENF —EFTLF
RMB’000 RMB'O00

ARETT AREETTT

Non-current assets

_ FRBEE
Property, p|onf and equipment ERN - L 228,813 231,137
Prepaid lease payment 5B =% 11,584 36,342
Construction deposits T4 662 744
Interest in associates Bt 4% N B AE S -
Inferest in subsidiaries B B A B2 430 49 965
241,489 318,188
Current qssets FEBEE

Inventories 7E 36,060 47,772
Trade and bills receivables WS SES = 2,104 9,070

Prepayments, deposits and other WR%E - e R I ,
receivables H e Uy BE 2% 18,448 12,999
Prepaid lease payments EAEER 375 941
Amount due from direcfors JiE Uy 8 = 2E 313 600
Amount due from a related company fEU — R B E A T 2 325 33,504
Amounts due from subsidiaries e U B B A B 2008 = 48,421

Amount due from minority shareholders 7 i /> 25 % 51 20 710 ,

Availableforsale investments A E RS =

Pledged bank deposits B R IT IR 20 9,150 83,712
Bank balance and cash BITLEA IR S 2,400 98,274
69,885 335,293
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NINGBO YIDONG ELECTRONIC COMPANY LIMITED BERIEREFROBRD A

NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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for the year ended 31 December 2008
HE_LTTN\FF_A=+—HIFFE

2008 2007
—EENF —EELHF
RMB’000 RMB'O00
AREET T AREFIT

Current liabilities RBEE
Trade and bills payables ERNEZEREER 79,329 61,711
Other payables and accruals HEMENERNETER 71,222 152,891
Receipt in advance AW IE 7,168 9,237
Amounts due to minority shareholders FE D 8RR 3R 3R IE = -
Amounts due to direcfors e EEFA 8,465 9,500
Amount due to a related company e —KEE R RIFRIA 13,186 18,169
Amount due to an associate P& — K& A A 5RIE - 19,311

Amount due to an ultimate holding FEA — R FAZ R B FOR

company 141,413 107,291
Amounts due to subsidiaries N ENE B 2,070 51,376
Dividends payable JE TR B 4,440 4,440
Bank borrowings RITEE 124,670 219,250
Current portion of deferred revenue I JE Uk 2= B B R 128 657

452,091 653,833
Net current liabilities RBEEFHE (382,206) (318,540)
Total assets less current liabilities BEERRBER (140,717) (352)
Non-current liabilities EREBEE
Deferred revenue i RE W 25 - (4,553)
(Net liabilities)net assets (BEFREEFHE (140,717) (4,905)
Capital and reserves EAXREE
Share capital & 7R 50,000 50,000
Reserves & (190,717) (54,905)
Capital deficiency BN 4 (140,717) (4,905)
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NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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42.

PARTICULARS OF SUBSIDIARIES

Name of subsidiary

WEAR AR

Aec Technology (HK)

Limited
BB (BB) BRAT

Ningbo Yitai Electronic

Company Limited

Ningbo Yidong Digital
Technology Co. Lid.

BRI REBREER AT

Ningbo Yiyuan
Electronic

Technology Co. Lid.

ERIEREFREARAF

Class of
shares held

iR

Ordinary
Lk

Contributed

capital
BRRA

Contributed

capital

Contributed

capital

Place of incorporation/

registration and Nominal value of paid

operation/ up issued/ registered/
establishment ordinary capital
SRR ERREE/ BHBRT R/
LS EERARE
Hong Kong HKD 2
BB BRI
PRC RMB 15,000,000
HE ARH15,000,0007T
PRC RMB 5,000,000
[paid up

RMB1,500,000)

HE AR#5,000,0007T
(@R

ARH1,500,0007T)

PRC RMB 2,000,000
HE AR#2,000,0007T

42.

B AR

Attributable equity
interest held by
the Company
AAAEGRE
Directly Indirectly
ER B3

% %

100.00% -

51.00% -

80.00% -

80.00% -

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

Principal activities

Sale of controller systems for
mobile phones

RBERENEAGHE

Research and development and
production of confroller systems
for display devices

BRREEHE AR EARREE

Research and development of
external equipments of
electronic calculators, electronic
components, infegrated circuifs,
household electrical appliances,
telecommunication and terminal
equipments

BRI ERNIRME - EFAN - &K
B RAER  BHBEIKGR
HOB 5

Research and production and
processing of
telecommunication and terminal
equipments, and household
electrical appliances

BoBE R enReE - XAERNTE -
RERMT
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NOTES TO THE FINANCIAL STATEMENT - CONTINUED
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Notes:

al

(b)

c)

Shanghai E-Source Telecommunication Company Limited, without
submission of annual register for 2 years, had been invalidated by
Administration for Industry & Commerce on 14 December 2007. The
directors of the Company are of their opinion, with the advice from a
legal advisor, that no litigation liability should be borne by the
Company after the invalidation.

Shenzhen Ossay Technology Company Limited, without submission
of annual register for 2 years, had been invalidated by Administration
for Industry & Commerce on 30 November 2007 . The direcfors of
the Company are of their opinion, with the advice from a legal advisor,
that no litigation liability should be borne by the Company after the
invalidation.

Ningbo Million Bank Electronic Technical Company Limited (“Million
Bank”), without submission of annual register for 2 years, had been
invalidated by Administration for Indusiry & Commerce on 28 October
2008. The directors of the Company are of their opinion, with the
advice from a legal advisor, that no liigation liability should be borne
by the Company after the invalidation (note 33).

GEE

(a)

(b)

(c]

for the year ended 31 December 2008
HE-—FENFHA=1—HILFE

EBEHBEREBEERAB(TIZH]) A
RMFEFATEEIFEZIM AR =-F
ZLFT_ATHBERIBIRERER
PHEXAR K2EZXZ2BRAER
% ARFEERR ARFHARSD
HAEAEEMARREE -

RINTREMBBERATDANMEARL
BERXFEAM SR T LF+—
A=Z+TRABIRTBREERBHERHN
R K2ZFXEBRABRER  ARRE
ERR - ARBBAR B HAETMAF

MEE -

EREBEEFMEERAB(MEE]) A
RMFEATEEIFEZIM AR =-F
ZENFTATNABRIBIRERR
PHEXAR K2EZXZ42BRAER
% ARFEERR ARFHARSD
HAEEMFREE (MEESI) »
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SUMMARY OF FINANCIAL INFORMATION
il 5 & i i =2
RESULTS E
For the year ended 31 December
HE+TZA=1T—HLEFE
2004 2005 2006 2007 2008
—ZEENF ZETRF ZZERF ZTT+F ZEBENF
RMB’'000 RMB’'000 RMB'000 RMB'000 RMB’000
AREFIT ARETT ARBTT ARBTT AR®TT
Revenue W &= 494,123 446,182 317,274 362,378 94,522
Cost of sales Fi=R= DN (389,494)  (400,598)  (274,311)  (327,057) (98,951)
Gross (Loss)/ Profit (E8) /EF 104,629 45,584 42,963 35,321 (4,429)
Other income H A 19,314 30,296 10,049 6,186 54,294
Selling and distribution 8HE Mo BH A AR
cosfs (4,280) (4,402) (5,625) (4,850) (1,024)
Administrafive expenses TR (32,747) (44,481) (56,895) (179,139 (153,887)
Finance costs & AR 4,567) (10,7806) (17,638) (31,862) (32,285)
Share of losses of FEAR B & A RS 1E
associates (33) (128) - - -
Unrealised gain on change MiE AR S &8 2
status of susidiaries B30 W & - - - - 6,729
Gain on disposal of & B A A E
associates - - - - 1,080
Gain on disposal of HEME AR
subsidiaries - - - 5915 -
Loss on invalidation miIE—KWBE R A
of a subsidiary & 18 - - - - (7,480)
(Loss)/ Profit before income K& P15 HE AT (5 18)
tax Ve 2l 82,316 16,083 (27,146)  (168,429) (136,930)
Income tax [expenses|/ Frie® (FX)
credit i) (27,176] (12,032) 3,901 (23,155) (125)
(Loss)/ Profit for the year FR(EE) 5 A 55,140 4,051 (23,245) (191,584 (137,055)
Attributable to: FEAL
Equity holders of the ARNBREREA
company 56,317 7,241 (21,087)  (190,476) (135,447)
Minority interests DEIE RS (1,177) (3,190) (2,158) (1,108) (1,608)
(Loss)/ Profit for the year FR(EE) 5 A 55,140 4,051 (23,245) (191,584 (137,055)




ASSETS, LIABILITIES AND EQUITY

Total assets
Total liabilities

Equity atiributable to
equity holders of the
company

Minority interests

BEEME
SRR

ZN/NETN S
A ARERER
DHB R EE

BEE -BERER

At 31 December

Rt+=A=+—H

2004 2005 2006 2007
—ZETNFE —TEREFE —ZTTRFE TTLHF
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARBTT ARKETRT
452,758 691,400 795,228 633,628
(238,934)  (480,885]  (607,688] (634,999
213,824 210,515 187,540 (1,371)
205,571 203,652 184,140 (3,614)
8,253 6,863 3,400 2,243

213,824

210,515

187,540

(1,371)
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