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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 to 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 traded 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 to its 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 WanHao
Holdings 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
contained 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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Mrs. Shi Weina
Mr. Li Yu Hua
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Qhairman’s Statement
FEmE

| would like to take this opportunity to report last year’s operating
condition of the Group to our shareholders on behalf of the Board of
Directors.

In 2013, the Group has completed the relocation of its factory and
business shifting from simple manufacturing and processing towards an
integrated corporate of research, development and manufacture, so as
to achieve steady growth in our corporate scale. During the year, our
major business includes manufacture of tablet computers and mobile
phones, trading of materials for the motherboard of electronic devices.

Although we still failed to achieve profitability during the year, the
Company had been waived the amount due to a former major
shareholder during the year ended 31 December 2012 (please also refer
note 38(f) for details) plus the reversal of trade payables and the reversal
of other payables and accruals during the year ended 31 December
2013, the Group is turning towards an optimistic future. These
developments have paved the way for realizing profitability in 2014.

Our focus in 2014 will be on HID automotive electronic stabilizer. The
product has expanded from domestic market to international market and
is inevitably a new growth point for the Group. We will also maintain our
manufacture and processing of export pet feeders, tablet computers, 2G,
3G, 4G and 433 modules. We will also launch independent research and
development of electronic devices targeting sophisticated and high-end
market, so as to enhance competitiveness and dynamism for sustainable
development of the Group, and in turn a better result for all our
shareholders.

Finally, I give my sincerest thanks to our shareholders, my fellow directors
and colleagues for their unwavering dedications and significant
contributions rendered to the Group in 2013

Zhu Guo An
Chairman
Ningbo, PRC
21 March 2014
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Management’s Discussion And Analysis
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BUSINESS AND OPERATIONS REVIEW
Turnover

For the year ended 31 December 2013, the Group recorded revenue of
approximately RMB47,039,000 (2012: RMB9,180,000), representing an
increase of approximately RMB37,859,000 over the previous year. The
increase in the Group’s revenue is due to our marketing efforts during the
year.

The Group’s activities are divided into 2 reportable segments — namely (i)
sales of controller systems for consumer electrical and electronic
appliances and income from sales of small electrical appliances, and (i)
sales of controller systems for mobile phones and income from sales and
assembly of mobile phones. Accordingly, analysis by reportable
segments is provided in note 11.

The Group’s activities are primarily operated in the PRC. All of the
Group’s revenue is attributable to customers in the PRC as explained in
note 11.

Gross loss margin is 2.7% (2012: 61.5%). Revenue increases by
RMB37,859,000 due to our marketing efforts during the year. The
decrease in gross loss is mainly due to the result of the economy of scale
and the Group has adopted tighter cost control to mitigate the impact of
price competition caused by intense competition in the mobile phone
industry.

During the year ended 31 December 2013, the Group has made the
reversal of trade payables RMB47,325,000 (2012: Nil) and the reversal of
other payables and accruals RMB44,658,000 (2012: Nil) as other income
after seeking for advice from PRC lawyers. Please also refer to the
Group’s announcement dated 7 March 2014 for details.

Other revenues recorded a decrease by RMB2,067,000 are mainly due
to the decrease in the sales of scrap materials (2013: RMB19,000; 2012:
RMBB830,000), the decrease in waiver of amounts due to directors (2013:
Nil; 2012: RMB416,000) and the decrease in waiver of trade and other
payables (2013: RMB105,000; 2012: RMB919,000).
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Management’s Discussion And Analysis
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Selling and distribution expenses recorded a decrease by RMB120,000
as a result of tighter cost control, while administrative expenses recorded
an increase by RMB2,860,000 over the previous year. The increase in
administrative expenses are mainly due to the increase in depreciation
expense (2013: RMB2,663,000; 2012: RMB333,000), the increase in
inventories written off (2013: RMB2,795,000; 2012: Nil), the decrease in
staff costs (2013: RMB1,779,000; 2012: RMB2,462,000) and the
decrease in research & development cost (2013: RMB36,000; 2012;
RMB1,802,000) during the year. For the year ended 31 December 2013,
finance costs amounted to approximately RMB912,000 (2012:
RMB1,365,000), which represented a decrease of RMB453,000 over the
previous year. The amount represents interest incurred for bank
borrowings during the year.

For the year ended 31 December 2013, profit/(loss) attributable to
owners of the Company amounted to RMB72,255,000 (2012:
RMB(7,322,000)).

SIGNIFICANT INVESTMENT HELD AND ACQUISITION

The Group did not have any significant investment and acquisition during
the year ended 31 December 2013.

CHANGES IN THE GROUP STRUCTURE
Please refer note 40 for our group structure.
FINANCIAL REVIEW

Current assets and liabilities

As at 31 December 2013, the Group had current assets of approximately
RMB14,292,000 (2012: RMB18,900,000), representing a decrease of
RMB4,608,000 compared with last year. The decrease was mainly
attributable to the decrease in balance and cash by RMB4,094,000.

As at 31 December 2013, the Group had current liabilities of
approximately RMB69,210,000 (2012: RMB147,490,000), which
represented a decrease of RMB78,280,000. The decrease is mainly due
to the reversal of trade payables RMB47,325,000 (2012: Nil) plus reversal
of other payables and accruals RMB44,658,000 (2012: Nil) during the
year.
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Management’s Discussion And Analysis
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Finance and banking facilities

As at 31 December 2013, the Group had bank balances and cash of
approximately RMB2,510,000 (2012: RMB6,604,000), short-term bank
borrowings of approximately RMB19,000,000 (2012: Nil).

As at 31 December 20183, the Group had other borrowings of
approximately RMB11,000,000 (2012: RMB9,500,000).

Gearing ratio

The Group’s gearing ratio as at 31 December 2013 was 122.0% (2012:
32.4%), which is expressed as a percentage of the total bank and other
borrowings over the total assets.

Contingent liabilities
Contingent liabilities of the Group during the year are set out in note 36.
Capital structure and financial resources

As at 31 December 2013, the Group had net liabilities of approximately
RMB44,622,000 (2012: RMB118,167,000). The Group’s operations and
investments are financed principally by its internal resources, bank
borrowings, other borrowings and shareholders’ equity.

Foreign exchange risk

The Group’s income and expenses were mainly denominated in RMB.
Since the existing bank borrowings 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
contracts to hedge such risks where appropriate.
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2013, the Group had 72 employees (2012: 74
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 contributions to retirement scheme.

An analysis of employees of the Group by their duties for each of the
three years ended 31 December 2011, 2012 and 2013 is set out below:

Functions

BERMEBUIR

RIB—=F+"A=+—H AEEF72%E
B(ZZ——F :74%EB) - I —E2EMS
R ERENRE BERRERMET &
ERIRREENEASN TEE  (FREEER
HYE TE & 22 - E AR A @R R ARG SR

REBE-Z——% —T——FR-_FT—=F
TZA=T-RLE=EFEEF  KRESN
AEEEENT :

i RE

Headcount for the year ended 31 December

BET-A=1T—HLEFENAK

2011 2012 2013

T —E——F —E—=5F

Sales and marketing SHE RIS HE 6 5 7

Research & Development s 8 3 3

Production (including quality control) 42 (B 358 82 4) 108 40 49

Finance and administration B 78 AT 31 25 10

Procurement A 4 1 3

157 74 72

STAFF QUARTERS BTES

Workers and staff of the Group are provided with accommodation at AREESHTARE TETBELZH - B2 5ok
Yuyao City. The Directors confirm that, apart from the above - 252 - B LlESI - KEEW EEE

accommodation, there was no other housing benefit provided by the
Group to 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 its
employees.
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Management’s Discussion And Analysis
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BIOGRAPHICAL DETAILS OF DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT

Biographical Details of Directors, Supervisors and Senior Management
are set out on page 21 to page 23.

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND
THE FIVE HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors, Supervisors and the five
highest paid individuals in the Company are set out in note 16 to the
consolidated financial statements.

PROSPECTS

The Group is waiting for emergence of profitable opportunities before
expanding current operation. Active sourcings are done to fit our
production advantages to current market situation.

EE EEREREEABRE

B EENEAERBABBREHNEIEES
23H -
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0
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CORPORATE GOVERNANCE

During the year ended 31 December 2013, the Company has complied
with the code provisions set out in the Code on Corporate Governance
Code (effective from 1 April 2012) as stated in Appendix 15 of the GEM
Listing Rules except the following deviations (Code Provisions A.2.1 and
E.1.2):

Mr. Zhu Guo An is the Chairman of the board of directors. The Company
has no such title as the chief executive officer and the daily operation and
management of the Company is monitored by the executive directors as
well as the senior management. The Board is of the view that although
there is no chief executive officer, the balance of power and authority is
ensured by the operation of the Board, which comprises experienced
individuals and meet from time to time to discuss issues affecting the
operations of the Company.

Further information on the Company’s corporate governance practices is
set out in the Corporate Governance Report contained in this annual
report.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant to Rules 5.05A and 5.06 of the GEM Listing Rules, the
Company has appointed 3 independent non-executive directors. The
Company confirms that it has received from each of the independent
non-executive directors a confirmation of his independence pursuant to
Rule 5.09 of the GEM Listing Rules and the Company still considers all
the existing independent non-executive directors to be independent.

CORPORATE GOVERNANCE PRACTICES

The Board of directors of the Company (the “Board”) and the
management of the Company are committed to establishing good
corporate governance practices and procedures. The maintenance of
high standard of business ethics and corporate governance practices
has always been one of the Group’s goals. The Company believes that
good corporate governance provides a framework that is essential for
effective management, successful business growth and a healthy
corporate culture, thereby leading to the enhancement of shareholders’
value.
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The Board has adopted the Code on Corporate Governance Practices
(the “CG Code”) as set out in Appendix 15 to the Rules Governing the
GEM Listing Rules. Continuous efforts are made to review and enhance
the Group’s internal controls and procedures in light of changes in
regulations and developments in best practices. To us, maintaining high
standards of corporate governance practices is not just complying with
the provisions but also the intent of the regulations to enhance corporate
performance and accountability.

The Board is pleased to report compliance with the code provisions of
the CG Code throughout the year, except where otherwise stated.

DIRECTORS’ SECURITIES TRANSACTIONS

The Group has adopted a code of dealing in securities by Directors of the
Group as set out in Rule 5.48 to 5.67 of the GEM Listing Rules as its own
code of conduct regarding securities transactions by Directors. Having
made specific enquiry with all Directors, the Directors confirmed that they
had complied with the required standard set out in the Model Code
throughout the year.

BOARD OF DIRECTORS
The Board comprises:

Executive Directors : Mr. Zhu Guo An (Chairman)
Mr. Qi Yong Qiang
Mr. Zhu Chun Rong

Non-Executive Directors : Mr. Jiang Guo Ping
Mr. Zheng Xin
Mr. Zhu Guo Dan

Independent Non-Executive : Mr. Kwok Kim Hung Eddie
Directors Mr. Jiang Mei Yin
Mr. Lu Xiang Tai

Each independent non-executive director has given an annual
confirmation of his independence to the Company, and the Company
considers them to be independent under Rule 5.09 of the GEM Listing
Rules.

As at 31 December 2013, the Board comprises nine members, including
three executive directors, three non-executive directors and three
independent non-executive directors (the “INEDs”). Each of the members
possesses sufficient experience and qualification which enable them to
discharge their duties properly.
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The chairman is responsible for the formulation and review of the Group’s
overall development strategies. The daily operation is delegated to the
executive directors and senior management. None of the INEDs is
interested in the business of the Group and their independence has to be
confirmed upon appointment or reappointment. Currently, there is no
financial, business, family or other relevant material relationship among
the existing directors.

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 one year, 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 5 meetings and the
attendance of the directors is set out on page 12.

ATTENDANCE OF MEETINGS

During the financial year ended 31 December 2013, a total of 5 Board
meetings, 1 annual general meeting (“2012 AGM”) and O extraordinary
general meeting (“‘EGM”) were held and the attendance of each director
is set out as follows:

Number of meetings attended

TEABERARBHARENERBERRE - B
FLEENHATESREREEARRR - 8
VHRTEEHRERNAKEXBHEA TR
@ WRHEERBRAREGREZRELE I
- BAT BEEEHEALERE - X5 - KKK
HAABERRREK -

REARRNRRERMARE  MBEEFER
RERAE DBRES - FH—F  WEHRERE
BREE-

EEeTHRREBEARERTEE -FR BEF
SRITTONEGH  SERHFECLHEENF12H -
ERHELE

RBE-F—=F1+_A=1T—"BLWERFE
N ARARAHBITEREFTEEE 1R
BERE(—T-——_FRRBEFAE]) RORK
REARE((RREFHRE))  BUEEZHE
BREFIT

in the year ended 31 December 2013 Regular
REE-F-=%+-A=1+-H Board
LEERHESERY meetings 2012 AGM EGM
EH —B--F

Name of director 3 EZ28E RFRBEAE REBAAE
Mr. Zhu Guo An (Chairman) FEREE(FE) 5/5 1/1 0/0
Mr. Qi Yong Qiang TRREAE 5/5 1/1 0/0
Mr. Zhu Chun Rong KBESRFE 5/5 1/1 0/0
Mr. Jiang Guo Ping ZETEE 5/5 1/1 0/0
Mr. Zheng Xin Epip 5/5 1/1 0/0
Mr. Zhu Guo Dan BT AE 5/5 1/1 0/0
Mr. Kwok Kim Hung Eddie PalgrE 5/5 1/1 0/0
Mr. Jiang Mei Yin (appointed on 28 June 2013) ZEREE

(R=F—=4F A=+ \AEZ() 3/3 0/0 0/0
Mr. Lu Xiang Tai BERREE 5/5 1/1 0/0
Directors resigned during the year RERBEZES
Mr. Lu Xuan (resigned on 28 June 2013) EBETEHE

(R=ZF—=F~A=1/\HFHE) 2/2 11 0/0

The chairman attended 2012 AGM to answer questions and collect views
of shareholders. All directors, company secretary and the auditors had
attended the 2012 AGM to answer questions at the meeting.
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RESPONSIBILITIES OF THE BOARD

The Board is responsible for leadership and control of the Group and be
collectively responsible for promoting the success of the Group by
directing and supervising the Group’s affairs. The Board focuses on
formulating the Group’s overall strategies, authorising the development
plan and budget; monitoring financial and operating performance;
reviewing the effectiveness of the internal control system; supervising and
managing management’s performance of the Group; and setting the
Group’s values and standards. The Board delegates the day-to-day
management, administration and operation of the Group to management.
The delegated functions are reviewed by the Board periodically to ensure
that they accommodate the needs of the Group.

CORPORATE GOVERNANCE FUNCTIONS

No corporate governance committee has been established and the
Board is responsible for performing the corporate governance functions
such as developing and reviewing the Company’s policies, practices on
corporate governance, training and continuous professional development
of directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements, etc.

The Board held meetings from time to time whenever necessary. At least
7 days notice of regular Board meetings is given to all directors and they
can include matters for discussion in the agenda as they think fit. The
agenda accompanying Board papers are sent to all directors at least 3
days before the date of every Board meeting in order to allow sufficient
time for the directors to review the documents.

Minutes of every Board meeting are circulated to all directors for their
perusal and comments prior to confirmation of the minutes. The Board
also ensures that it is supplied in a timely manner with all necessary
information in a form and of a quality appropriate to enable it to discharge
its duties.

Every Board member has full access to the advice and services of the
company secretary with a view to ensuring that Board procedures, and
all applicable rules and regulations are followed and they are also entitled
to have full access to Board papers and related materials so that they are
able to make an informed decision and to discharge their duties and
responsibilities.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Zhu Guo An (“Mr. Zhu”) is the Chairman of the Company. Mr. Zhu is
responsible for the overall strategic planning and policy making of the
Group.

The Company has no such title as the chief executive officer and
therefore the daily operation and management of the Company is
monitored by the executive directors as well as the senior management.

The Board is of the view that although there is no chief executive officer,
the balance of power and authority is ensured by the operation of the
Board, which comprises experienced individuals and meet from time to
time to discuss issues affecting operation of the Company.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

All independent non-executive directors are appointed for a specific term
which may be extended as each and the Company may agree.

The current articles of association of the Company provide that subject to
the manner of retirement by rotation of directors as from time to time
prescribed by the GEM Listing Rules, at each annual general meeting,
one-third of the directors for the time being shall retire from office by
rotation and that every director shall be subject to retirement by rotation
at least once every 3 years.

PROFESSIONAL DEVELOPMENT

To assist directors’ continuing professional development, the Company
recommends directors to attend relevant seminars to develop and refresh
their knowledge and skills. All directors also participate in continuous
professional development programmes such as external seminars
organised by qualified professionals, to develop and refresh their
knowledge and skills in relation to their contribution to the Board. A
record of the training received by the respective directors are kept and
updated by the company secretary of the Company.
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The individual training record of each director received for the year ended
31 December 2013 is summarized below:

BE-_Z—=F+_A=+—HILFE 8E=F
Pz g 2 @RI RR et an T

Attending seminar(s)/

programme(s)/conference(s) HEBRERS

relevant to the business or EERECEH®E

directors’ duties Bl BB2ER

Mr. Zhu Guo An (Chairman) HEEE(EE) v
Mr. Qi Yong Qiang TEREA v/
Mr. Zhu Chun Rong RELTE v
Mr. Jiang Guo Ping EHFEAE v
Mr. Zheng Xin P v
Mr. Zhu Guo Dan B L A 4
Mr. Kwok Kim Hung Eddie PRI 4
Mr. Jiang Mei Yin EXRBRE v
Mr. Lu Xiang Tai BEREZR A v

All the Directors also understand the importance of continuous
professional development and are committed to participating any suitable
training to develop and refresh their knowledge and skills.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
3 independent non-executive directors, who have reviewed the annual
results of the Company for the year ended 31 December 2013. All of
them have appropriate professional qualifications and/or accounting and/
or related financial management expertise. Mr. Kwok Kim Hung, Eddie, is
the chairman of the Audit Committee.

Our Audit Committee has primary responsibility for monitoring the quality
of internal control and ensuring that the financial performance of the
Company is properly measured and reported on, receiving and reviewing
reports from management and the auditors relating to the annual and
interim accounts, and monitoring the accounting and internal control
system in use throughout the Group. The Audit Committee held 5
meetings during the year ended 31 December 2013.
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According to the current terms of reference, meetings of the Audit
Committee shall be held at least 4 times a year. 5 meetings were held for
the year ended 31 December 2013. The attendance of each member is
set out as follows:

REBERERESHE ERZEe8FAEZVRET
AREZ - BHE_T—=F+-_A=+—HLF
B BEZZEQERITTSNER - SUKEBZ

HEBEREIIT

Number of meetings REBZE-Z—=F

attended in the +=ZBA=+—H1L

Name of members of EREES financial year ended BREER

Audit Committee HE®E 31 December 2013 HEERERE

Mr. Kwok Kim Hung Eddie Ef-ly s 5/5

Mr. Jiang Mei Yin EERESE

(appointed on 28 June 2013) (RZE—=F~A=T/\HEZF) 3/3

Mr. Lu Xiang Tai BEREREE 5/5
Directors resigned during the year RERBHEZES

Mr. Lu Xuan ERREE 2/2

At the meetings held during the year, in performing its duties in
accordance with its terms of reference, the work performed by the Audit
Committee included:

(@ review and supervise the financial reporting process and internal
control system of the Company and its subsidiaries;

(b)  recommendation to the Board, for the approval by shareholders, of
the re-appointment of the external Auditor and approval of their
remuneration;

(c) determination of the nature and scope of the audit; and

(d)  review the financial statements for the relevant periods.
REMUNERATION COMMITTEE

The remuneration committee of the Company (the “Remuneration
Committee”) was established on 22 March 2012 comprising the 3
independent non-executive directors. Mr. Jiang Mei Yin is the chairman
of the Remuneration Committee. The terms of reference of the
Remuneration Committee are available at the Company’s website and on
the website of The Stock Exchange of Hong Kong Limited.
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The roles and functions of the Remuneration Committee include
consulting the chairman of the Board about their remuneration proposals
for other executive directors, making recommendation to the Board on
the Company’s remuneration policy and structure for all directors’ and
senior management and the Remuneration Committee has adopted the
approach under B.1.2(c)(ii) of the code provisions to make
recommendations to the Board on the remuneration packages of
individual executive directors and senior management.

Meeting of the Remuneration Committee shall be held at least once a
year. 1 meeting was held during the year ended 31 December 2013.
During the meeting, remuneration of the directors have been discussed
and no change has been proposed to the remuneration policy and the
directors’ remuneration.

The attendance of each member is set out as follows:

FMZEScAC KT &%F"JE%AI ‘E%’E’EJ
HEREMRATES 2 HFWEZLRALF 2
BEENSRERE 2 HEBER KRG %F’JE%AT’E
HiEE - HFME B e D IEASTREB.1.2(0)i) 5
HRNZAABERRITES m A EEE A
BRESSIELEZ -

Sk ey i

YRR EBFRAELRIT-REE - FTMEZE

CERBE_FT—=F+_A=+T—HLFER
BITIREH - RNEHEUE E%%ﬁ@w‘\aﬁé?ﬁ**

B3 AT K F N E (T

MK B 2 HFEBEREIINT

Number of meetings NEE—E—=
attended in the +=ZHA=+—H1L
Name of members of financial year ended HHEER
Remuneration Committee FHEZEEREHA 31 December 2013 HES SR
Mr. Jiang Mei Yin (Chairman) EEREE(FE)

(appointed on 28 June 2013) (R=ZZE—=FAZ+\REZE) 1/1
Mr. Lu Xiang Tai BErE R A 1/1
Mr. Kwok Kim Hung Eddie By e 1/1
Directors resigned REABREIZES

during the year
Mr. Lu Xuan BT EAE

(resigned on 28 June 2013) (R—Z—Z=ZF A=+ N\BET) 0/0
NOMINATION COMMITTEE REEZEEY
The nomination committee of the Company (the “Nomination Committee”) AR BN -_ZE——F=A =+ =B H3IE

was established on 22 March 2012 comprising the 3 independent non-
executive directors. Mr. Lu Xiang Tai is currently the chairman of the
Nomination Committee. The terms of reference of the Nomination
Committee are available at the Company’s website and on the website of
The Stock Exchange of Hong Kong Limited.

The roles and functions of the Nomination Committee include reviewing
the structure, size and composition (including the skills, knowledge and
experience) of the board at least once a year, making recommendations
on any proposed changes to the board to complement the Company’s
corporate strategies, identifying individuals suitably qualified to become

4#%%{7%?@&2%%2,\ 2(RRHZ8
g EHRALEBR/RLZZEGLIE -REZ
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board members (select or make recommendations to the board on the
selection of individuals nominated for directorships), assessing the
independence of independent non-executive directors, making
recommendations to the board on relevant matters relating to the
appointment or re-appointment of directors and succession planning for
directors in particular the Chairman and the Chief Executive Officer; and
reporting to the board on its decisions or recommendations, unless there
are legal or regulatory restrictions.

Meeting of the Nomination Committee shall be held at least once a year.
1 meeting was held during the year ended 31 December 2013. Issues
concerning the structure, size and composition of the board of directors
were discussed and no change has been proposed to the structure, size
and composition.

The attendance of each member is set out as follows:

HREEFEREER) FRBIUIFNTEEN
B REEFZERENZEUAREZ(OLE
EEFERITHAR) BEAINEHEEENES
SREEBNMESSERLRESIER  FRIF
XERAEERBIFARM /L ER

REZECEBFAZ VBT KGR - REZEEB
CEREBE_TE—=F+_A=+—HLFER
BITIRGH - GLIRTEHESTS Z4E
ABRAKER  BEXEERZERE - ABRA
BRAEH T EE -

BURBZHFEEREINNT

Number of meetings REZE-ZE—=
attended in the +=-HA=+—-HL
Name of members of financial year ended BREER
Nomination Committee BEEEERERE 31 December 2013 HEEERH
Mr. Lu Xiang Tai (Chairman) BERETR LA (/) 11
Mr. Jiang Mei Yin EEREE
(appointed on 28 June 2013) (R=—ZE—=F"A
—+tNBEZMT) 1/1
Mr. Kwok Kim Hung Eddie P A 1/1
Directors resigned RERBREZES
during the year
Mr. Lu Xuan EHEREE
(resigned on 28 June 2013) (R=E—=%7<A
—\BEH) 070
ACCOUNTABILITY AND AUDIT BEREZ
Financial Reporting B 7% BR 3R

The management provides such explanation and information to the
Board and reports regularly to the Board on financial position and
prospects of the business of the Company so as to enable the Board to
make an informed assessment of the financial and other information put
before the Board for approval.
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The directors acknowledge their responsibilities (as set out in the
Independent Auditor’s Report) for preparing the financial statements of
the Group that give a true and fair view of the state of affairs of the
Group. The responsibility of the external auditor is to form an independent
opinion, based on their audit, on those consolidated financial statements
prepared by the Board and to report their opinion to the shareholders of
the Company. A statement by auditor about their reporting responsibility
is set out in the Independent Auditor’s Report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for the Company’s internal control system and
risk management procedures and for reviewing the effectiveness of the
Company’s internal control. The Board has conducted a review of, and is
satisfied with the effectiveness of the system of internal controls of the
Group.

The Group is committed to the identification, monitoring and
management of risks associated with its business activities. The Group’s
internal control system is designed to provide reasonable assurance
against material misstatement or loss and to manage and eliminate risks
of failure in operational systems and fulfilment of business objective. The
system includes a defined management structure with segregation of
duties and a cash management system such as monthly reconciliation of
bank accounts.

The Board reviews the effectiveness of the Group’s material internal
controls and is of the opinion that the resources for and qualifications of
staff of the Company’s accounting and financial reporting function are
adequate and sufficient. Based on information furnished to it and on its
own observations, the Board is satisfied with present internal controls of
the Group.

EXTERNAL 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 financial statements for the
year ended 31 December 2013 was undered by KTC Partners CPA
Limited and the fees paid for the audit of the Group’s financial statements
amounted to RMB430,000.

COMPANY SECRETARY

Mr. Tsao Hoi Ho (“Mr. Tsao”) was appointed as the company secretary of
the Company on 24 November 2008. The biographical details of Mr.
Tsao are set out under the section headed “Directors, Supervisors and
Senior Management”.
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According to the newly introduced Rule 5.15 of the GEM Listing Rules,
Mr. Tsao has taken no less than 15 hours of relevant professional training
during the financial year ended 31 December 2013.

INVESTORS’ RELATIONS

The Company places great emphasis on its relationship and
communication with investors. The Company has numerous
communication channels, such as press conference and seminars, to
communicate with the media, analysts and fund managers. Designated
senior management staff holds dialogue with analysts, fund managers
and investors, who are also arranged to visit the Company and
investment projects from time to time, so as to keep them abreast of the
Group’s business and latest developments. In addition, investors can
also visit the Company’s website at www.wanhaoholdings.com for the
most updated information and the status of the business development of
the Group.

The Company has made no change to the constitutional documents
during the year ended 31 December 2013. Investors can obtain the latest
constitutional documents of the Company from the Company’s website.

COMMUNICATION WITH SHAREHOLDERS

The Board and senior management recognise the responsibility of
safeguarding the interest of shareholders of the Company and provide
highly transparent and real-time information on the Company so as to
keep the shareholders and investors abreast of the Company’s position
and help them to make the best investment decision. The Company
believes that maintaining good and effective communication with
shareholders can facilitate the shareholders’ understanding of the
business performance and strategies of the Group. The Board and senior
management also recognise the responsibility of safeguarding the interest
of shareholders of the Company. In order to safeguard the shareholders’
interest, the Company reports its financial and operating performance to
shareholders through annual reports, interim reports and quarterly
reports. Shareholders of the Company can also obtain information of the
Group in time through annual reports, interim reports, quarterly reports,
announcements, circulars, press releases and the Company’s website
www.wanhaoholdings.com.

The annual general meetings are an appropriate forum for direct
communication between the Board and shareholders. Shareholders can
raise questions directly to the Board in respect of the performance and
future development of the Group at annual general meetings.
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Directors, Supervisors And Senior Management

55 BEENSAEEAE

DIRECTORS

The Board currently consists of 9 Directors including 3 executive
Directors, 3 non-executive Directors and 3 independent non-executive
Directors.

Executive Directors

Mr. Zhu Guo An (7 B %), aged 57, was appointed as the chairman of
the Board, an executive director, compliance officer and authorized
representative of the Company on 20 June 2012. Mr. Zhu has been the
executive director of Wanli since April 2011. Mr. Zhu was the chairman of
Wanli (formerly known as #7/L & B 1%z R A 7 (Zhejiang Wanli Holding
Group Inc*) and Rk & 2 # %A PR A 7 (Yuyao Wanli Construction
Company Limited*) from January 1996 to April 2011. He has over 40
years of experience in management, operation and project development
in large property development companies in the PRC. Mr. Zhu is
responsible for the implementation of the objectives, policies and
strategies as well as day-to-day management and operations of Wanli
and its subsidiaries. He obtained a bachelor degree of civil engineering
from [ i & K £ (China University of Geoscience) in 2008 and has
become a senior economist in 2008. He is a brother of Mr. Zhu Guo Dan.

Mr. Qi Yong Qiang (JT 28 58), aged 52, was appointed as an executive
director of the Company on 20 June 2012. Mr. Qi has been the general
manager of RYE T XL INE 5B R A F (Yuyao Commercial Group
Company Limited* (“Yuyao”) since June 1996. Yuyao is beneficially
owned as to 90% by Mr. Qi and as to 10% by Madam Ma Xia Jun (f5&
&) (wife of Mr. Qi), and is principally engaged in import and export
trading.

Mr. Zhu Chun Rong (& & %), aged 45, was appointed as an
executive director of the Company on 20 June 2012. Mr. Zhu
has been appointed as the finance manager of Wanli (formerly known as
I E B AR A (Zhejiang Wanli Holding Group Inc*) and k™
BBERZAM AR (Yuyao Wanli Construction Company Limited®)) since
January 2007. He obtained his bachelor degree in applied mathematics
from Sichuan University (P9)11 A22) in 1991.

Non-executive Directors

Mr. Jiang Guo Ping (B ), aged 55, was appointed as a non-executive
director of the Company on 20 June 2012. Mr. Jiang has been
appointed as the deputy general manager of Wanli (formerly known as J#
IE B AR AR (Zhejiang Wanli Holding Group Inc*) and &k &
E#® AR QA (Yuyao Wanli Construction Company Limited®) since
February 2000. He obtained a bachelor degree of civil engineering from
AR E K22 (China University of Geoscience) in 2008.
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Mr. Zheng Xin (£§%F), aged 36, was appointed as a non-executive director
of the Company on 20 June 2012. Mr. Zheng has been appointed as a
director of Wanli (formerly known as 7T & E & % A [R A & (Zhejiang
Wanli Holding Group Inc*) and & #k T & B 2% A R A 7 (Yuyao Wanli
Construction Company Limited*)) since January 2007. Between December
2000 to January 2007, he was an operating general manager of Wanli. He
obtained a bachelor degree of civil engineering from 7 Bl ith & K 2 (China
University of Geoscience) in 2010.

Mr. Zhu Guo Dan (7 B%), aged 50, was appointed as a non-executive
director of the Company on 20 June 2012. Mr. Zhu has been appointed
as a general manager of Wanli (formerly known as #1/T & B1ZE AR A
7] (Zhejiang Wanli Holding Group Inc*) and =k & EZ R AR A A
(Yuyao Wanli Construction Company Limited*)) since January 2007.
Between November 1999 to January 2007, he was a supervisor of Wanli.
He has over 30 years of experience in civil work in construction
companies in the PRC. He obtained a bachelor degree of civil engineering
from FF B b B KX 2 (China University of Geoscience) in 2008. He is a
brother of Mr. Zhu Guo An.

Independent non-executive Directors

Mr. Kwok Kim Hung Eddie (28 &l ), aged 42, is currently the financial
controller of Kwang Sung Technology Holdings Co. Limited, a subsidiary
of Forebase International Holdings Limited, a company listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), from August 2013. He has also been appointed as an
independent non-executive director of Siberian Mining Group Company
Limited, a company listed on the Main Board of the Stock Exchange,
since February 2014. He has previously appointed as financial controller,
company secretary and authorised representative of Forebase
International Holdings Limited. Mr. Kwok is a member of the Hong Kong
Institute of Certified Public Accountants. He is also an associate member
of the Hong Kong Institute of Chartered Secretaries and the Institute of
Chartered Secretaries and Administrators in the United Kingdom. He
holds a Master of Professional Accounting Degree from the Hong Kong
Polytechnic University, a Master of Corporate Governance Degree from
the Open University of Hong Kong and a Honours Diploma in Accounting
from Hong Kong Shue Yan College (now known as Hong Kong Shue Yan
University).

Mr. Jiang Mei Yin (34R), aged 50, was appointed as an independent
non-executive director of the Company on 28 June 2013. He is currently
the Head of Customer Service Center of Yuyao Power Supply Bureau (3
P E D). Mr. Jiang graduated from Hangzhou Electric Power Staff
Economy Management School (#1 /1 & 71 B T 48 7% & 12 £ 4%) and has
over 30 years of working experience in electricity transmission and
distribution line construction, maintenance and operation.
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Mr. Lu Xiang Tai (£ #£ Z=), aged 56, was appointed as an independent
non-executive director of the Company on 20 June 2012. Mr. Lu has
been working as a deputy general manager and director of finance
department of # )T ZE B 79 JE B IR A 7] (Zhejiang Hualian Commercial
Building Company Limited*) since February 1998. He graduated from 1
M B & Bx (Hangzhou College of Commerce) majoring in corporate
management in 1997.

SUPERVISORS

Ms. Mao Lihong, aged 32, is a Supervisor and does not hold any other
position in the Group. She graduated from Zhejiang University of
Technology in 2006. She holds a bachelor’s degree in Management
Sciences and also holds the title of Engineer. She is currently the
assistant to the chairman of Wan Li Group. She has over 7 years of
working experience in management and administration.

Ms. Shi Weina, aged 42, is a Supervisor and does not hold any other
position in the Group. She graduated from Tianjin University, and is
currently the Deputy General Manager of & B % 52 @ 81 7% 2 7. She
has over 10 years of working experience in Finance.

Mr. Li Yu Hua, aged 56, is a Supervisor and does not hold any other
position in the Group. He is currently the executive general manager of
WanLi Holding Group (& 2% &£ #) and general manager of Zhejiang
WanLi Real Estate Development Co., Ltd (1T 8 2 FitZEF AR A 7).
Mr. Li graduated from Tianjin University, specialising in civil engineering
and has over 40 years of working experience in finance, construction and
management.

SENIOR MANAGEMENT
Company Secretary

Mr. Tsao Hoi Ho, aged 49, 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 to 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 20 years’ experience in auditing, finance and company
secretary.
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Report of the Directors
EERHEE

The Directors present their annual report together with the audited
consolidated financial statements for the year ended 31 December 2013.

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 note 40 to the
consolidated financial statements.

Analysis of the Group’s performance for the year by operating segments
is set out in note 11 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2013 are set
out in the consolidated statement of profit or loss and other
comprehensive income on page 32 to page 33.

The Directors do not recommend the payment of any dividend in respect
of the year ended 31 December 2013.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 19 to the consolidated financial
statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 34 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 36. The
Company has no reserve available for distribution to shareholders as at
31 December 2013.

BANK BORROWINGS

Details of bank borrowings of the Group during the year are set out in
note 33 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.
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Report of the Directors
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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 page 107.

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 to 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

Mr. Zhu Guo An (Chairman)
Mr. Qi Yong Qiang
Mr. Zhu Chun Rong

Non-executive Directors

Mr. Jiang Guo Ping
Mr. Zheng Xin
Mr. Zhu Guo Dan

Independent non-executive Directors

Mr. Kwok Kim Hung Eddie

Mr. Jiang Mei Yin (appointed on 28 June 2013)
Mr. Lu Xiang Tai

Mr. Lu Xuan (resigned on 28 June 2013)

Supervisors

Mrs. Mao Lihong

Mrs. Shi Weina

Mr. Li Yu Hua

Members of the audit committee
Mr. Kwok Kim Hung Eddie (Chairman)

Mr. Jiang Mei Yin
Mr. Lu Xiang Tai
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Members of the remuneration committee

Mr. Jiang Mei Yin (Chairman)
Mr. Lu Xiang Tai
Mr. Kwok Kim Hung Eddie

Members of the nomination committee

Mr. Lu Xiang Tai (Chairman)
Mr. Jiang Mei Yin
Mr. Kwok Kim Hung Eddie

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 at the coming
shareholders’ general meeting for a term of three years. A director or
supervisor may serve consecutive terms if re-elected 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 21 to page 23.

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS

Each of the Directors and Supervisors has entered into a service contract
with the Company for a term of one year from his/her date of
appointment as a Director or, as the case may be, as a Supervisor and
thereafter subject to termination by either party giving not less than one
month’s written notice to 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 contracts of significance in relation to the Group’s business to
which the Company or its 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.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS IN THE SHARES OF THE
COMPANY

At 31 December 2013, the interests and long positions of each Director,
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 “SFQ”)), 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 to the minimum standards of dealing
by directors as referred to 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 Hong Kong Limited (the “GEM Listing Rules”), were as
follows:

Ordinary shares of RMB0.10 each of the Company as at 31 December
2013:

Long positions in shares

EE  FETRAERESERARAFAR
ek £

RIZE—=F+_A=+—H ARaIEEF "
FTETBRABREERARQG REMAEEAE (T
% B BE NS G0 ([ F5 RSN ]) EXVED)
By ARG REHF - A ARQAIREE
F K EIEIRGISE 352 15 E BT BN ERMATR
BERERNTE  RBREBEESHARIHERR
RIEIERESF LR (TAER ETRI ) E
5.40 2558 {&FTILE FEITR HHHREZEE A
GARR MR ATHESE KT EWNT

RIB—=F+-A=1+—RAQASKREEA
R 0107TH EEA

R EFR

Approximate

percentage of
shareholding

Approximate
percentage of

Name of Director/ held in same shareholding in
Chief Executive/ Domestic Shares of RMB0.10 each class of the registered
Supervisor (the “Domestic Shares”) held Nature of interest securities capital
BEE FETH FEEREBEARK010TH ERERES {EEMER
ABE/EEHZ RER ((RER] &E BEEMHE BASRBE DL BASRESL
Mr. Zhu Guo An 204,610,230 Domestic Shares (note 2)  Interest of controlled 55.30% 40.92%
HEET A 204,610,230 L &R (Ff7E2) corporation (note 1)
2y (1)
Mr. Zhu Guo Dan 102,289,770 Domestic Shares (note 2)  Interest of controlled 27.65% 20.46%
AEKKE 102,289,770 (kM E i (FfizE2) corporation (note 1)
2B (1)
Mr. Qi Yong Qiang 63,100,000 Domestic Shares (note 2) Beneficial owner 17.05% 12.62%
TTEMEE 63,100,000 % A& B% (P 5E2) ERBAEA
Notes: Ffi5E
1) Wan Li Group Company Limited (a joint stock limited company incorporated in the (1) BEEREEROERDE(— R EEMRZHK
PRC) is beneficially owed as to 66.67% by Mr. Zhu Guo An and as to 33.33% by Mr. NERAR) IR#ERREEREBREED B
Zhu Guo Dan and as such, Mr. Zhu Guo An and Mr. Zhu Guo Dan are deemed to be 5 66.67% K% 33.33% M - FHt - EBEREE RER
interested in the 204,610,230 Shares and 102,289,770 Shares respectively. KA HERAR B B 204,610,230 A I 15 & 102,289,770
RARD P HEE R o
@) Domestic Shares of a nominal value of RMBO.10 each, in the registered capital of the () ARAEMEARTGREEARKE010THIRERTIIA
Company, which are subscribed for or credited as fully-paid in Renminbi. ARERBHIARINERR -
Save as disclosed above, at no time during the year did the Directors, M EXFIRFEESN  RAFEMNEMARRE - #HE

Chief Executives and Supervisors (including their spouse and children
under 18 years of age) had any interest in, or had been granted, or
exercised, any rights to subscribe for shares of the Company or its
associated corporations (within the meaning of SFO).
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Apart from the above, at no time during the year was the Company orits & F X Fruft &40 - RAREEHERER - AR F
subsidiaries a party to any arrangement enabling the Directors, Chief st E It B A S & T (E M 28 - BUE AR T E
Executives and Supervisors of the Company to hold any interests or short 2+ TE1TH A 8 REEEHFH AR A5 L RED
positions in the shares or underlying shares in, or debentures of, the B - RIS EHEfTERSIAA -
Company or its associated corporation.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN THE FERRRAABRMHER
SHARES OF THE COMPANY

According to the register of substantial shareholders maintained under ZREE S M EEFIFE IR0 EREFENTE
section 336 of the SFO, as at 31 December 2013, the Company had BREZTCMER N -_ZT—=F+-"A=+—
been notified the following substantial shareholders’ were interested in =~ B » K AFEMEN T ETERRIEEARAAFT D3
5% or more of the Company’s issued share capital. These interests are in~ 1TAXAN5% 3k LA FHERS o B b5 W Mt A F X
addition to those disclosed above in respect of the Directors, Chief  FIiREABES - FTBTHA B REEREZRR -
Executives and Supervisors.

Approximate Approximate
percentage of percentage of
shareholding in shareholding in
same class the registered
Name of shareholder Number of shares held Nature of interest of securities capital
EEERIES HEmER
RERHEE BB FERHEE EaME BRBERAES L BABRESL
Wan Li Group Company 306,900,000 Domestic Beneficial owner 82.95% 61.38%
Limited Shares (note 2) EnlEAA
BEEREBRHARLA 306,900,000 B A& AR (P 3% 2)
Zhu Guo An 204,610,230 Domestic Interest of controlled 55.30% 40.92%
EE% Shares (note 2) corporation
204,610,230 it A& f (5T 2) X EEER
Zhu Guo Dan 102,289,770 Domestic Interest of controlled 27.65% 20.46%
=N Shares (note 2) corporation
102,289,770l A& Ak (Ffi 3 2) RErERR
Qi Yong Qiang 63,100,000 Domestic Shares Beneficial owner 17.05% 12.62%
TTER 63,100,000 fx A1 & i EREBA
Martin Currie China 14,245,000 H Shares (note 1) Investment manager 10.96% 2.85%
Hedge Fund Limited 14,245,000 FEH A 19 (BHEE1) ALK
Martin Currie Investment 14,245,000 H shares (note 1) Investment manager 10.96% 2.85%
Management Limited 14,245,000 B H A% R% 15 (M FE1) REKE
Note: BEE
1) “H Share(s)” represent overseas listed foreign share(s) of a nominal value of RMB0.10 1) [HER ] BARARGEMEAR+TFREEARE0.10THE
each in the registered capital of the Company, which are listed on the GEM and SNETONER - RABIER ET - WABTRBREE -
subscribed for and traded in Hong Kong dollars. Save as disclosed above, as at 31 B EXHBEEN  RZE—=F+-_A=1+—H EF
December 2013, the Directors are not aware of any person, not being a Director, Chief WARMEBEEEMAL(LIES - TBITHRABRESE)
Executive or Supervisor, have interests or short positions in the shares or underlying RARFRGIEBRO T - HEREES KAEED
shares of the Company which would fall to be disclosed to the Company under EXVEE2RIDBBAARRAFEE + RARLRARAR
Divisions 2 and 3 of Part XV of the SFO and are required to be entered in the register RIRE H I I 5 150 55 336 675 B M B S M e (E fr) 4
maintained by the Company pursuant to section 336 of the SFO. KB ©

©) Wan Li Group Company Limited (a joint stock limited company incorporated in the (2 BEEREERNHBRA R (—BRF R R

PRO) is beneficially owed as to 66.67% by Mr. Zhu Guo An and as to 33.33% by Mr. DBERRE]) NEFERLEERERASED I ERE
Zhu Guo Dan and as such, Mr. Zhu Guo An and Mr. Zhu Guo Dan are deemed to be 5 66.67% 5 33.33% M4 - EIt - EE SR K EE
interested in the 204,610,230 Shares and 102,289,770 Shares respectively. RS AR A BIFY 204,610,230 B AR 19 2 102,289,770
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MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the year attributable to the
Group’s major customers and suppliers are as follows:

Sales
— the largest customer 38.81%
— five largest customers combined 75.03%
Purchases
— the largest supplier 21.51%
— five largest suppliers combined 59.43%

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 31 December 2013.

RELATED PARTY TRANSACTIONS

Details of related party transactions of the Group, are set out in note 38
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 interest in any business that directly or indirectly competes with the
business of the Group or has any other conflicts of interest.

AUDITORS

The financial statements for the year have been audited by KTC Partners
CPA Limited, who retire and, being eligible, offer themselves for
reappointment at the forthcoming Annual General Meeting of the
Company.

On behalf of the Board

Zhu Guo An
Chairman

Ningbo, The PRC, 21 March 2014
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Independent Auditor’s Report
BN BN E S

KTC Partners CPA Limited

Certified Public Accountants (Practising)

Fofz &t 6 FH A R 8

Tel E3%: (852)2770 8232

Fax 4% & (852) 2770 8378

E-mail & F# 45: info@ktccpa.com.hk

Room 501, 502 & 508, 5/F., Mirror Tower,

61 Mody Road, Tsimshatsui East, Kowloon, Hong Kong
FBAFER D ERIFEHE6 G E P oo 201, 502K508F

TO THE SHAREHOLDERS OF
NINGBO WANHAO HOLDINGS COMPANY LIMITED
(Incorporated in the People’s Republic of China with limited liability)

We were engaged to audit the consolidated financial statements of
Ningbo WanHao Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 32
to 106, which comprise the consolidated statement of financial position
as at 31 December 2013, and the consolidated statement of profit or
loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view 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, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to 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. 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 about whether the consolidated financial statements are free
from material misstatement.

However, because of the matters described in the basis for disclaimer of
opinion paragraph, we were unable to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion.
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Independent Auditor’s Report
BN BN E S

BASIS FOR DISCLAIMER OF OPINION:
FUNDAMENTAL UNCERTAINTY RELATING TO THE
GOING CONCERN BASIS

As explained in Note 2 to the consolidated financial statements, the
Group had net current liabilities of approximately RMB54,918,000 and a
capital deficiency of approximately RMB44,622,000 as at 31 December
2013. The consolidated financial statements have been prepared on a
going concern basis, the validity of which depends upon the successful
outcome of the positive cash flows expected to be generated from the
Group’s future operations and successfully obtain new working capital,
and to raise funds by way of issuing additional equity or debt securities
and to negotiate with certain bankers to obtain additional banking
facilities in order to meet the Group’s future working capital and financial
requirements.

We consider that appropriate disclosures have been made. However, the
uncertainties surrounding the circumstances under which the Group
might successfully continue to adopt the going concern basis are so
extreme, we have disclaimed our opinion on material uncertainty relating
to the going concern basis.

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

DISCLAIMER OF OPINION: DISCLAIMER ON VIEW
GIVEN BY THE CONSOLIDATED FINANCIAL
STATEMENTS

Because of the significance of the matters described in the basis for
disclaimer of opinion paragraph, we do not express an opinion on the
consolidated financial statements as to whether they give a true and fair
view of the state of affairs of the Group as at 31 December 2013, and of
the Group’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards. In all other respects, in
our opinion, the consolidated financial statements have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

KTC Partners CPA Limited

Certified Public Accountants (Practising)
Chow Yiu Wah Joseph

Practising Certificate Number: PO4686

Hong Kong
21 March 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

freBm M EAM e E R

For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

T2}

2013 2012
—=E—= —ET——F
Notes RMB’000 RMB’000
At AR¥T T ARETT
Revenue g 10 47,039 9,180
Cost of sales SHE RN (48,307) (14,823)
Gross loss EE (1,268) (5,643)
Other income HApg A 10 711 2,778
Impairment loss recognised in respect LE M PR BR R R B AT TR
of other receivables and SRIBRER KR B8
paid in advances (2,360) -
Impairment loss recognised in respect YE - BEREREERL
of property, plant and equipment RIEEE 19 - (1,225)
Impairment loss recognised in respect BLIE U — AT RAE R RIRIE
of an amount due from a former REBEEE
related company = (16)
Reversal of trade payables B O ENE SRR 27 47,325 -
Reversal of other payables and accruals — [B] £ fib i (<} Bf 7% & fE =1 & FB 28 44,658 -
Selling and distribution expenses HERDHEER (464) (584)
Written off of trade receivables HsE e E 5 8RR (2,842) -
Administrative expenses THER (11,318) (8,458)
Finance costs B E RN 12 (912 (1,365)
Gain on disposal of a subsidiary HE RN BTz W= 41 = 6,377
Reversal for claims, net BORE  FHE = 770
Profit (loss) before taxation FRELATEF (B518) 73,530 (7,366)
Income tax expense i3 X 13 - -
Profit (loss) for the year FREF (BER) 14 73,530 (7,366)
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Consolidated Statement of Profit or Loss and Other Gomprehensive Income
iReBEm MEM D AR

For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

2013 2012
—=E—= —ET——F
Notes RMB’000 RMB’000
At AR¥T T ARETT
Other comprehensive income Hih2mEKA (BAX)
(expenses)
Items that may be reclassified HegnEHsEEEs2EHE
subsequently to profit or loss:
Exchange differences arising on BREGINEBEENER =5
translation of foreign operations 15 -
Translation reserve released upon & — R B A BB ERBR
disposal of a subsidiary b 5 = (5,535)
Total other comprehensive income FEREMEEWA (BIX) BEE
(expenses) for the year 15 (5,535)
Total comprehensive income FRAEEKA (BAX) 2%
(expenses) for the year 73,545 (12,901)
Profit (loss) for the year attributable to: LA T A (Y FEREF (B1E) :
Owners of the Company VININEIEF =N 72,255 (7,322)
Non-controlling interests SEIE R A 1,275 (44)
73,530 (7,366)
Total comprehensive income UTFATEAZEmEBA
(expenses) attributable to: (BAxX)#% .
Owners of the Company NARHEAB A 72,270 (12,857)
Non-controlling interests FEIE AR M 2 1,275 (44)
73,545 (12,901)
Earnings (loss) per share BRAER (FHE)
(RMB’ cents) (AR%%) 18
Basic R 14.45 (1.46)
Diluted e N/ATER N/A & A
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Consolidated Statement of Financial Position

“re MR

At 31 December 2013
AT —=F+=A=+—H

2013 2012
—s—= —E——F
Notes RMB’000 RMB’000
btat AR¥T R ARBTT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - WE MRS 19 4,845 4,672
Investment properties "By 20 1,094 1,152
Prepaid lease payment B HEERE 21 4,357 4,599
10,296 10,423
CURRENT ASSETS RBEE
Inventories FE 22 2,549 4,420
Prepaid lease payment BRNHEERIE 21 242 242
Trade receivables TEINE FEER 23 5,092 3,647
Prepayments, deposits and BAFIA - Ze Rk
other receivables H M AR X 24 2,647 1,010
Amount due from a related company FEM —ERAE R RIFUA 25 150 -
Paid in advances BB IR 1,102 2,977
Bank balances and cash ﬁEﬁmnﬁﬁ%&fﬁﬁ 26 2,510 6,604
14,292 18,900
CURRENT LIABILITIES REAE
Trade payables ERESER 27 3,813 48,856
Other payables and accruals HEipE N EER N ET B 28 8,999 50,400
Receipt in advances TEURIR 2,490 826
Amount due to a director JEN—REEFE 29 759 427
Amount due to a major shareholder R —REEREHIE 30 18,709 33,041
Dividends payables FET R B 31 4,440 4,440
Other borrowings EmfEgE 32 11,000 9,500
Bank borrowings WITEE 33 19,000 -
69,210 147,490
NET CURRENT LIABILITIES FEEETE (54,918) (128,590)
NET LIABILITIES FEE (44,622) (118,167)
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Consolidated Statement of Financial Position

“re MR

At 31 December 2013
AT —=F+=A=+—H

2013 2012
—g-= —T——f
Notes RMB’000 RMB’000
HizF AR®T T ARBT T
CAPITAL AND RESERVES EXRGHE

Share capital A% 7 34 50,000 50,000
Reserves e (95,753) (168,023)

Equity attributable to owners RARREE AELER
of the Company (45,753) (118,023)
Non-controlling interests FEERER 1,131 (144)
CAPITAL DEFICIENCY BEARE 4 (44,622) (118,167)

The consolidated financial statements on pages 32 to 106 were approved
and authorised for issue by the board of directors on 21 March 2014 and
are signed on its behalf by:

Zhu Guo An
HEZ
Director

EF

FREZTFI06EMEEMIERRIEEETSR
—VE=F - +— BRI

Zhu Chun Rong
KEH

Director

EE
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Consolidated Statement of Changes in Equity

NN =

ANy v P SR &) x

For the year ended 31 December 2013

HZE =F+ZRA=1+—HBItFE
Attributable to owners of the Company
ARRHEEAES
Statutory Non-
Share Capital Other surplus  Translation Accumulated controlling
capital reserve reserve reserve reserve losses Sub-total interests Total
EERH
BA EAfGE HitfE NES ERGRE ZitEE M FERER @5t
(Note 39() ~ (Note 39(i))  (Note 39i))
(PizE39f)  (FsEsen))  (PIzESQf)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETT ARETR AREFt ARETT ARETR ARETn
1 January 2012 —ET--F—-f—H 50,000 40,449 - 24,998 5,535 (482,771) (361,789) (100) (361,889)
Loss and total comprehensive FREER2ERY
expenses for the year B - - - - (5,535) (7,322) (12,857) (44) (12,901)
Waiver of amounts due to a HERER—BEDEA
former corporate shareholder RE A - - 256,623 - - - 256,623 - 256,623
At 31 December 2012 R-F-——F
+ZA=1-H 50,000 40,449 256,623 24,998 - (490,093) (118,023) (144) (118,167)
Profit and total comprehensive FREFREERA
income for the year fis) - - - - 15 72,255 72,270 1,275 73,545
At 31 December 2013 R-B-=F
+ZB=+-H 50,000 40,449 256,623 24,998 15 (417,838) (45,753) 1,131 (44,622)
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Consolidated Statement of Cash Flows
= I =

eEREeRER

For the year ended 31 December 2013

BE-_ZT—=F+_A=+—HIFE

2013 2012
—E-=F —E——4F
RMB’000 RMB’000
AR#®T T AREBFIT
OPERATING ACTIVITIES R
Profit (loss) before taxation B BEF (B18) 73,530 (7,366)
Adjustments for: ERTFIEE A -
Amortisation of prepaid lease payments BigTE R E s 242 242
Bank interest income RITFBUA ] ©)
Depreciation of property, plant and equipment Y - BEMEEITE 3,337 1,079
Depreciation of investment properties WEMENE 58 58
Finance costs BB A 912 1,365
Gain on disposal of subsidiaries SER=T NG ol = (6,377)
Impairment loss recognised in respect of ME - BB MR EHER
property, plant and equipment RRERE = 1,225
Impairment loss recognised in respect of BB —E AT R A B IE TR
amount due from a former o) RIEN SEi=
related company = 16
Impairment loss recognised in respect LAt R AR AR e B TR AN RIR
of other receivables and paid in advances TERARERE B 2,360 -
Inventories directly written off GFEEEME 2,795 -
Loss on disposal of property, plant HEDE  WEMREDEIE
and equipment = 8
Reversal of impairment loss recognised in [0 L e U E 5 BR SR RERR Y
respect of trade receivables MIE RSB = (47)
Reversal for claims, net BERE  F8E = (770)
Written off of property, plant and equipment WEEE - MENREE 104 -
Written off of trade receivables HSERE B SRR 2,842 -
Waiver of amounts due to directors NREMNESEHE = (416)
Reversal of trade payables BRI B SRR (47,325) -
Reversal of other payables J84 3] L JE <] BR 3K (44,658) -
Waiver of trade and other payables NREH N EMEMERR (105) 919)
Operating cash flows before movements EELESEBHANEERSRE
in working capital (5,915) (11,909)
Increase in inventories FE#m (924) (1,293)
Increase in trade receivables FEURE 5 BR 38 hn (4,287) (1,446)
(Increase) decrease in prepayments, TERTFRIE ~ 1R e R E A EUR R
deposits and other receivables (380 S (2,233) 10,003
Decrease (increase) in paid in advances B TR ZIER A (38 ) 111 (816)
Increase (decrease) in trade payables JERTE SERFE M CRd) 2,328 (740)
Increase in other payables and accruals H e BR R FE AT B A N 3,235 19,346
Increase (decrease) in receipt in advances U AR I G ) 1,745 (2,454)
Decrease in provision for claims RIEBER LD = (3,774)
NET CASH (USED IN) FROM OPERATING Q&7 (fif) i8R &5
ACTIVITIES (5,940) 6,921
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Consolidated Statement of Cash Flows

=ZAN = =
/\\/T\ Eﬁi/m_ﬁg%
For the year ended 31 December 2013

BE-_Z—=f+_A=1+—HILFE

2013 2012
—B—=5 —FF
RMB’000 RMB’000

AR®ET T ARBET T

INVESTING ACTIVITIES BREEH
Advance to a related company m—REREE A TR (150) -
Purchase of property, plant and equipment BEYE  MEMEKE (3,614) (1,405)
Interest received BUF 2 7 3
NET CASH USED IN INVESTING ACTIVITIES R&EEFARS TS (3,757) (1,402)
FINANCING ACTIVITIES mMEEE
Advance from a former corporate shareholder K E—ZAEAREARIR - 54,016
Advance from a director KE—BEBHRK 332 27
Repayments to related companies BERENTFIE = (32,779
(Repayments to) advance from a major () —ZBxXERHBxE

shareholder RA—BEERTHRK (14,332) 4,231
New bank borrowings raised HIGIRITEE 19,000 -
New other borrowing raised IS HMEE 1,500 -
Repayment of bank borrowings BEIRITEE = (20,000
Repayment of other borrowing BEAMEE = (6,250)
Interest paid BEAHE (912) (1,365)
NET CASH FROM (USED IN) REEE B (TR REBE

FINANCING ACTIVITIES 5,588 (1,120)
NET (DECREASE) INCREASE IN CASHAND H&RkRE&ZEEE (BL)EMNEE

CASH EQUIVALENTS (4,109) 4,399
CASH AND CASH EQUIVALENTS R—A—HBWNERERRELSEER

AT 1 JANUARY 6,604 2,205
Effect of foreign exchange rate changes (R @ e L 15 -
CASH AND CASH EQUIVALENTS Rt+-—A=+—-HHBRER

AT 31 DECEMBER, He&EEER

represented by bank balances and cash BIERTT#E SR IR & 2,510 6,604
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Notes to the Congolidated Financial Statements
T e B R MR

For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

1.

GENERAL INFORMATION

Ningbo WanHao Holdings Company Limited (the “Company”) is a
joint stock limited liability company incorporated in the People’s
Republic of China (the “PRC”) and its shares are listed on the
Growth Enterprise Market (“GEM”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The consolidated financial statements are presented in Renminbi
(“RMB”). Other than the subsidiary incorporated in Hong Kong
whose functional currency is Hong Kong Dollars (“HKD”), the
functional currency of the Company and its subsidiaries (collectively
referred to as the “Group”) is RMB.

The principal activities of the Group are 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

In preparing the consolidated financial statements, the directors of
the Company (the “Directors”) have given consideration to the
future liquidity of the Group.

At 31 December 2013, the Group had net current liabilities of
approximately RMB54,918,000 and a capital deficiency of
approximately RMB44,622,000. These conditions indicate the
existence of a material uncertainty which may cast significant doubt
on the Group’s ability to continue as a going concern and therefore
it may be unable to realise its assets and discharge its liabilities in
the normal course of business. Nevertheless, the Directors are of
the opinion that the Group will have sufficient working capital to
meet its financial obligations as and when they fall due for the next
twelve months from 31 December 2013 on the basis that:

(i) the Directors anticipates that the Group will generate positive
cash flows from its future operations;

(i)  successfully obtain new working capital from a major
shareholder that will provide continuous financial support of
the Group;

—REH
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Notes to the Congolidated Financial Statements
T e B R MR

For the year ended 31 December 2013
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BASIS OF PREPARATION — Continued

(i)  to raise funds by way of issuing additional equity or debt
securities; and

(iv)  to negotiate with certain bankers to obtain additional banking
facilities, if necessary.

Accordingly, the Directors are of the opinion that it is appropriate to
prepare the consolidated financial statements on a going concern
basis. Should the Group be unable to continue to operate as a
going concern, adjustments would have to be made to the
consolidated financial statements to write down the value of assets
to their recoverable amounts, to provide for further liabilities which
might arise and to reclassify non-current assets as current assets.
The effect of these adjustments have not been reflected in the
consolidated financial statements.

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

The Group has applied the following new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) for the
first time in the current year:
Amendments to HKFRSs Annual Improvements to
HKFRSs 2009-2011 Cycle
Amendments to HKFRS 7 Disclosures — Offsetting Financial
Assets and Financial Liabilities
Consolidated Financial Statements,
Joint Arrangements and Disclosure
of Interests in Other Entities:
Transition Guidance

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 13 Fair Value Measurement

HKFRS 19 (as revised in 2011)  Employee Benefits

HKAS 27 (as revised in 2011) Separate Financial Statements

Investments in Associates and
Joint Ventures

HKAS 28 (as revised in 2011)

Amendments to HKAS 1 Presentation of ltems of Other
Comprehensive Income
HK(IFRIC)-Int 20 Stripping Costs in the Production Phase
of a Surface Mine
ANNUAL REPORT 2013
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Notes to the Congolidated Financial Statements
T e B R MR

For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

3.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

Except as described below, the application of the new and revised
HKFRSs in the current year has had no material impact on the
Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

New and revised Standards on consolidation, joint
arrangements, associates and disclosures

In the current year, the Group has applied for the first time the
package of five standards on consolidation, joint arrangements,
associates and disclosures comprising HKFRS 10 Consolidated
Financial Statements, HKFRS 11 Joint Arrangements, HKFRS 12
Disclosure of Interests in Other Entities, HKAS 27 (as revised in
2011) Separate Financial Statements and HKAS 28 (as revised in
2011) Investments in Associates and Joint Ventures, together with
the amendments to HKFRS 10, HKFRS 11 and HKFRS 12
regarding transitional guidance.

HKAS 27 (as revised in 2011) is not applicable to the Group as it
deals only with separate financial statements.

The impact of the application of these standards is set out below.
Impact of the application of HKFRS 10

HKFRS 10 replaces the parts of HKAS 27 Consolidated and
Separate Financial Statements that deal with consolidated financial
statements and HK(SIC) Int-12 Consolidation — Special Purpose
Entities. HKFRS 10 changes the definition of control such that an
investor has control over an investee when (a) it has power over the
investee, (b) it is exposed, or has rights, to variable returns from its
involvement with the investee and (c) has the ability to use its power
to affect its returns. All three of these criteria must be met for an
investor to have control over an investee. Previously, control was
defined as the power to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. Additional
guidance has been included in HKFRS 10 to explain when an
investor has control over an investee.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

Impact of the application of HKFRS 10 — Continued

As a result of the initial application of HKFRS 10, the directors of
the Company made an assessment whether the Group has control
over its investees at the date of initial application and concluded
that the application of HKFRS 10 does not result in any change in
control conclusion.

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements, associates
and/or unconsolidated structured entities. In general, the
application of HKFRS 12 has resulted in more extensive disclosures
in the consolidated financial statements, details are set out in Note
40.

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the current
year. HKFRS 13 establishes a single source of guidance for, and
disclosures about, fair value measurements. The scope of HKFRS
13 is broad: the fair value measurement requirements of HKFRS 13
apply to both financial instrument items and non-financial
instrument items for which other HKFRSs require or permit fair
value measurements and disclosures about fair value
measurements, except for share-based payment transactions that
are within the scope of HKFRS 2 Share-based Payment, leasing
transactions that are within the scope of HKAS 17 Leases, and
measurements that have some similarities to fair value but are not
fair value (e.g. net realisable value for the purposes of measuring
inventories or value in use for impairment assessment purposes).
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3.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 13 Fair Value Measurement — Continued

HKFRS 13 defines the fair value of an asset as the price that would
be received to sell an asset (or paid to transfer a liability, in the case
of determining the fair value of a liability) in an orderly transaction in
the principal (or most advantageous) market at the measurement
date under current market conditions. Fair value under HKFRS 13
is an exit price regardless of whether that price is directly
observable or estimated using another valuation technique. Also,
HKFRS 13 includes extensive disclosure requirements.

The application of HKFRS 13 has not had any material impact on
the amounts recognised in the consolidated financial statements.

Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income

The Group has applied the amendments to HKAS 1 Presentation of
Items of Other Comprehensive Income. Upon the adoption of the
amendments to HKAS 1, the Group’s ‘statement of comprehensive
income’ is renamed as the ‘statement of profit or loss and other
comprehensive income’. The amendments to HKAS 1 retain the
option to present profit or loss and other comprehensive income in
either a single statement or in two separate but consecutive
statements. Furthermore, the amendments to HKAS 1 require
additional disclosures to be made in the other comprehensive
income section such that items of other comprehensive income are
grouped into two categories: (a) items that will not be reclassified
subsequently to profit or loss and (b) items that may be reclassified
subsequently to profit or loss when specific conditions are met.
Income tax on items of other comprehensive income is required to
be allocated on the same basis — the amendments do not change
the option to present items of other comprehensive income either
before tax or net of tax. The amendments have been applied
retrospectively, and the application of the amendments to HKAS 1
does not result in any impact on profit or loss, other comprehensive
income and total comprehensive income.
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3. APPLICATION OF NEW AND REVISED HONG 3.
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued
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New and revised HKFRSs in issue but not yet effective: EEMEMRERZHTTREEITEBH

Amendments to HKFRSs

Amendments to HKFRSs

HKFRS 9

HKFRS 14

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Amendments to HKAS 19

Amendments to HKAS 32

Amendments to HKAS 36

Amendments to HKAS 39

HK(IFRIC)-Int 21

! Effective for annual periods beginning on or after 1 January 2014, with earlier

application permitted.

? Effective for annual periods beginning on or after 1 July 2014, with earlier

application permitted.

s Available for application — the mandatory effective date will be determined

Annual Improvements to HKFRSs
2010-2012 Cycle?

Annual Improvements to HKFRSs
2011-2013 Cycle?

Financial Instruments®

Regulatory Deferral Accounts*

Mandatory Effective Date of HKFRS 9
and Transition Disclosures®

Investment Entities’

Defined Benefit Plans: Employee
Contributions?

Offsetting Financial Assets and
Financial Liabilities'

Recoverable Amount Disclosures
for Non-Financial Assets'

Novation of Derivatives and
Continuation of Hedge Accounting'

Levies!

when the outstanding phases of HKFRS 9 are finalised.

N Effective for annual period beginning on or after 1 January 2016, with earlier

application permitted.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

The directors of the Company anticipate that, except as described
below, the application of the other new and revised standards,
amendments and interpretations will have no material impact on
the results and financial position of the Group.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9 was
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition. In
2013, HKFRS 9 was further amended to bring into effect a
substantial overhaul of hedge accounting that will allow entities to
better reflect their risk management activities in the financial
statements.

Key requirements of HKFRS 9 are described below:

o All recognised financial assets that are within the scope of
HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised
cost or fair value. Specifically, debt investments that are held
within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows
that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other
debt investments and equity investments are measured at
their fair values at the end of subsequent reporting periods. In
addition, under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value of an
equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 9 Financial Instruments — Continued

o With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS 9
requires that the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes in
the liability’s credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or loss.
Changes in fair value of financial liabilities attributable to
changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under HKAS 39,
the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or loss
was presented in profit or loss.

The new general hedge accounting requirements retain the three
types of hedge accounting. However, greater flexibility has been
introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk components of
non-financial items that are eligible for hedge accounting. In
addition, the effectiveness test has been overhauled and replaced
with the principle of an ‘economic relationship’. Retrospective
assessment of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an entity’s risk
management activities have also been introduced.

The directors anticipate that the adoption of HKFRS 9 in the future
may have a significant impact on the amounts reported in respect
of the Group’s financial assets and financial liabilities. Regarding the
Group’s financial assets, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been
completed.
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4.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis at the end of each reporting period, as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods.

Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within the scope
of HKAS 17, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS 2
or value in use in HKAS 36.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,
either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below:
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
and its subsidiaries. Control is achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in
the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until
the date when the Group ceases to control the subsidiary.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Basis of consolidation — Continued

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
statement of financial position at cost less accumulated impairment
loss, if any.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable. Revenue is reduced for discounts and sales related
taxes.

Revenue from the sale of goods and scrap materials are recognised
when the goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

° the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

o the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with the
transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Revenue recognition — Continued

Service income is recognised when services are provided.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to 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 to that asset’s net carrying
amount on initial recognition.

The Group’s accounting policy for recognition of revenue from
operating leases is described in the accounting policy for leasing
below.

Property, plant and equipment

Property, plant and equipment are stated in the consolidated
statement of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

Depreciation is recognised so as to write off the cost of assets less
their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on
a prospective basis.

An 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 asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Investment properties

Investment properties are properties held to earn rentals and/or for
capital appreciation.

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses.
Depreciation is recognised so as to write off the cost of investment
properties over their estimated useful lives and after taking into
account of their estimated residual value, using the straight-line
method.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no
future economic benefits are expected from its disposals. Any gain
or loss arising on derecognition of the property (calculated as the
difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period in
which the property is derecognised.

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs. When a
reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation
basis can be identified.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Impairment losses on tangible assets — Continued

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or
loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit or
loss.

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

Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed. Contingent
rentals arising under operating leases are recognised as an
expense in the period in which they are incurred.
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4.

SIGNIFICANT ACCOUNTING POLICIES — Continued
Leasing — Continued
The Group as lessee — Continued

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of
rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of
each element have been transferred to the Group, unless it is clear
that both elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically, the minimum
lease payments (including any lump-sum upfront payments) are
allocated between the land and the building elements in proportion
to the relative fair values of the leasehold interests in the land
element and building element of the lease at the inception of the
lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recognised at the rates of exchanges
prevailing on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies
are retranslated at the rates prevailing on the date when the fair
value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. RMB) using exchange rates prevailing at the end of each
reporting period. Income and expenses items are translated at the
average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve.

Borrowing costs

All borrowing costs are recognised in profit or loss in the period in
which they are incurred.

Government grants
Government grants are not recognised until there is reasonable

assurance that the Group will comply with the conditions attaching
to then and that the grants will be received.
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4.

SIGNIFICANT ACCOUNTING POLICIES — Continued
Taxation

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

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from “profit before taxation” as reported in the
consolidated statement of profit or loss and other comprehensive
income because of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can
be utilised.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments
are only recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period 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 to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset is realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Taxation — Continued

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax is also recognised in other comprehensive
income or directly in equity respectively.

Research and development expenditure

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

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are determined on a weighted average
method. Net realisable value represents the estimated selling price
for inventories less all estimated costs of completion and costs
necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.

Financial assets

Financial assets are classified into the specific category; loans and
receivables. The classification depends on the nature and purpose
of the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by
regulation or convention in the marketplace.
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4.

SIGNIFICANT ACCOUNTING POLICIES — Continued
Financial instruments — Continued

Financial assets — Continued

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including
all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade receivables, deposits and other receivables, amounts due
from a related company and bank balances and cash) are
measured at amortised cost using the effective interest method,
less any identified impairment (see accounting policy on impairment
loss on financial assets below).

Interest income is recognised by applying the effective interest rate.
Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to be
impaired when 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 affected.

For financial assets, objective evidence of impairment could include:
° significant financial difficulty of the issuer or counterparty; or
o breach of contract, such as default or delinquency in interest

or principal payments; or

o it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

° disappearance of an active market for that financial asset
because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Financial instruments — Continued
Impairment of financial assets — Continued

For certain categories of financial assets, such as trade receivables
and other receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective
basis. Objective 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 of 90 days and observable
changes in national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest
rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’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 not be reversed in subsequent
periods (see accounting policy below).

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade receivables 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 trade or other receivable is considered
uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or loss.

For financial assets 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 after the impairment
was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have been had the
impairment not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES — Continued
Financial instruments — Continued

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

Other financial liabilities

Other financial liabilities including trade payables, other payables,
amount due to a director/a major shareholder, bank borrowings
and other borrowings are subsequently measured at amortised
cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
liability, or where appropriate, a shorter period, to the net carrying
amount on initial recognition. Interest expense is recognised on an
effective interest basis.

Transactions with owners

The Group applies a policy of treating loans from shareholders as
transactions between owners in their capacity as owners. No gain
or loss is recognised in profit or loss from the waiver of loans. Any
deemed contribution from the shareholder arising from the waiver is
recognised directly in equity.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments — Continued

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the
Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability. If the
Group retains substantially all the risks and rewards of ownership of
a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for
the proceeds received.

On derecognition of a financial asset in its entirety, 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 recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety, the
Group allocates the previous carrying amount of the financial asset
between the part it continues to recognise, and the part it no longer
recognises on the basis of the relative fair values of those parts on
the date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognised and the
sum of the consideration received for the part no longer recognised
and any cumulative gain or loss allocated to it that had been
recognised in other comprehensive income is recognised in profit
or loss. A cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that continues
to be recognised and the part that is no longer recognised on the
basis of the relative fair values of those parts.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expire. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES — Continued
Provisions

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a past event, it is probable that
the Group will be required to settle that obligation, and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the
cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of
the time value of money is material).

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme and state-
managed retirement benefit schemes are recognised as an
expense when employees have rendered service entitling them to
the contributions.

Bank balances and cash
Bank balances and cash in the consolidated statement of financial

position comprise cash on hand and at banks with a maturity of
three months or less.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s
family and that person, (i) has control or joint control over the
Group; (i) has significant influence over the Group; or (i) is a
member of the key management personnel of the Group or of
a parent of the Group; or

(b)  the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the Group (or
of a parent, subsidiary or fellow subsidiary of the other
entity);

(i) the entity and the Group are joint ventures of the same
third party;

(iv)  one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

(v)  the entity is controlled or jointly controlled by a person
identified in (a); and

(vi) a person identified in (a)(i) has significant influence over
the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

ANNUAL REPORT 2013
—T-=55H

EXEHEE - &
BES

ETHERT - B BREREREE
BRE

@ EBHEAFAB—BALHZATHRKL
%E L EZ AT s () S RE AR
S () EAKEBEERTE 3
REAEEXAEBGRFNEEER
ABBEF—EZKE : K

b) BHHAEE  AHA THEME
f

(i) ZE
)

vy —HEEAEFE= iz
TtE mME—EBAZ

ERNBZEAR

S
Iy

V) REONVEEENALHZE
ALY BZER(K
BRNOARTEEERE

pail3 :mh

i ot
TR i 2

>5\L
>‘ Xt kol



Notes to the Coneolidated Financial Statements

For the year ended 31 December 2013

HE—
5.

—=f+=A=+—RILEE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 4, the Directors are required to make
judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimated and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Critical judgement in applying the entity’s accounting
policies

The following is the critical judgement, apart from those involving
estimates (see below), that the Directors have made in the process
of applying the Group accounting policies and that have the most
significant effect on the amounts recognised in the consolidated
financial statements.

Going concern consideration

The assessments of the going concern assumptions involve making
judgement by the Directors, at a particular point of time, about the
future outcome of events or conditions which are inherently
uncertain. The Directors consider that the Group has the ability to
continue as a going concern and major events or conditions, which
may give rise to business risks, that individually or collectively may
cast significant doubt about the going concern assumptions are set
out in Note 2 to the consolidated financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainly at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
— Continued

Key sources of estimation uncertainty — Continued

Depreciation of property, plant and equipment and
investment properties and amortisation of prepaid lease
payment

Property, plant and equipment and investment properties are
depreciated and prepaid lease payment is amortised on a straight-
line basis over their estimated useful lives, after taking into account
their estimated residual values. The determination of the useful lives
and residual values involve management’s estimation. The Group
assesses annually the residual value and the useful life of the
property, plant and equipment, investment properties and prepaid
lease payment and if the expectation differs from the original
estimate, such difference may impact the depreciation/amortisation
in the year and the estimate will be changed in the future period.

Impairment loss recognised in respect of property, plant and
equipment

The impairment loss for property, plant and equipment are
recognised for the amounts by which the carrying amounts exceed
their recoverable amounts, in accordance with the Group’s
accounting policy. Recoverable amount is the higher of fair value
less costs to sell and value in use. The value in use calculations
require the use of estimates such as the future revenue and
discount rates. No impairment loss was recognised for the year
(2012: RMB1,225,000).

Impairment loss recognised in respect of trade receivables

The Group performs ongoing credit evaluations of its customers
and adjusts credit limits based on payment history and the
customers’ current credit-worthiness, as determined by the review
of their current credit information. The Group continuously monitors
collections and payments from its customers and maintains a
provision for estimated credit losses have historically been within
the Group’s expectations and the Group will continue to monitor
the collections from customers and maintain an appropriate level of
estimated credit losses. No impairment loss was recognised for the
year (2012: Nil).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
— Continued

Key sources of estimation uncertainty — Continued

Impairment loss recognised in respect of other receivables
and paid in advances

The policy for recognition of impairment loss of other receivables
and paid in advances of the Group is determined by the
management based on the evaluation of collectability and
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 receivables. An impairment loss of approximately
RMB2,360,000 was recognised for the year (2012: Nil).

Provision for claims

During the current and prior years, the Group was involved in
certain litigations and claims in respect of overdue trade payables
and refund of trade deposits. The Directors determine the provision
for claims based on their best estimates according to their
understanding of legal advice. Where the final outcome of the claim
and negotiation with the respective creditors is different from the
estimation made by the Directors, such difference will impact the
provision for claims in the year in which such determination is
finalised. No provision was made for the year (2012: Reversal of
RMB770,000).

Allowance for inventories

The Directors review an aging analysis at the end of each reporting
period, and makes allowance for obsolete and slowing-moving
inventory items identified that are no longer suitable for sale. The
Directors estimate the net realisable value for finished goods based
primarily on the latest invoice prices and current market conditions.
The Group carries out an inventory review on a product-by-product
basis at the end of each reporting period and make allowance for
obsoletes items. No impairment loss was recognised for the year
(2012: Nil).
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6. CAPITAL RISK MANAGEMENT EXRERERE
The Group manages its capital to ensure that entities in the Group AREBEBEEEANTBERANEER TN
will be able to continue as a going concern while maximising the EREBELCEE  ANEABLER
return to shareholders through optimisation of the debt and equity R BRI HERE - BRESBRREKX
balance. EE
The capital structure of the Group consists of net debt which REBNERNEERDEFEY SR E
includes other borrowing and bank borrowings as disclosed in Note Hi B E RRITEE (D RIR M 732 & 33
32 and Note 33 respectively, amount due to a director/a major W) BN—R2EF/ —BEEREKRE
shareholder as disclosed in Notes 29 and 30 net of bank balances (FAPFEE29 R B0 #: BR ) ~ FBRERTTAE 84 ]2 3R
and cash and equity attributable to owners of the Company, SUARKRATHE AR (BIEE BT
comprising issued share capital and reserves. The Directors review AR FEE) - EFTHRFTEARLERE - 1
the capital structure on a regular basis. As a part of this review, the BRIt —3D EFEEZERELRKAR
Directors consider the cost of capital and the associated risks, and NARR R - WIRBUEETBARERE
take appropriate actions to adjust the Group’s capital structure. EH)E AR NEEEEREEFF
The Group's overall strategy remained unchanged from prior year. EFTREER -
7. FINANCIAL RISK MANAGEMENT MR RERE
Categories of financial instruments LRI EER
2013 2012
=== —E——F
RMB’000 RMB’000
AR¥T T AEEFTT
Financial assets TRLEE
Loans and receivables (including bank B EUER
balances and cash) (BRERITESBRIES) 10,280 11,261
Financial liabilities at amortised cost RBER AR SR AR 65,987 133,407
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8.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include trade receivables,
deposits and other receivables, amount due from a related
company, bank balances and cash, trade payables, other payables,
amount due to a director/a major shareholder and other and bank
borrowings are disclosed in respective notes. The risks associated
with these financial instruments include market risk (currency risk
and interest rate risk), credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on timely and effective manner.

Currency risk

The Group operates in the PRC with most of the transactions
denominated and settled in RMB. The Group’s foreign currencies
are mainly HKD. The Group has certain portion of the trade
receivables, bank balances and cash, trade payables and other
payables and accruals, are denominated in currencies other than
the functional currency to which they relate.

The following table shows the Group’s exposure at the end of
reporting period to currency risk arising from recognised assets and
liabilities denominated in a currency other than the functional
currency of the entity to which they relate:

8.
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2013 2012

—_E=—= —E-—F

RMB’000 RMB’000

AR¥ T AR®ETIT

Assets BE 3,208 79
Liabilities =L (2,950) -

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

No sensitivity analysis is presented for currency risk as the Directors
considered that the effect is insignificant under the linked exchange
rate system between RMB and HKD and the HKD denominated
bank balances and other receivables are insignificant.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to its
fixed-rate bank borrowings (Note 33) for the year ended 31
December 2013.

The Group is also exposed to cash flow interest rate risk in relation
to its variable rate bank balances. The Group considered that the
effect of the cash flow interest rate is minimal and no sensitivity
analysis to interest rate risk is presented.

Credit risk

At 31 December 2013 and 2012, the Group’s maximum exposure
to credit risk which will cause a financial loss to the Group due to
the failure to discharge an obligation by the counterparties is arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial position.

The Group reviews the recoverable amount of each individual trade
and other debtor at the end of each reporting period to ensure that
adequate impairment losses are made for irrecoverable amounts. In
this regard, the Directors consider that the Group’s credit risk is
significantly reduced.

The Group has concentration of credit risk as 31% (2012: 77%)
and 74% (2012: 86%) of the total trade receivables was due from
the Group’s largest customer and the five largest customers
respectively.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international credit-
rating agencies and authorised banks in the PRC with high-credit
rating.
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8.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

Liquidity risk

The Group is exposed to liquidity risk as at 31 December 2013 as
its financial assets due within one year was less than its financial
liabilities due within one year. The Group had net current liabilities
of approximately RMB54,918,000 as at 31 December 2013. The
liquidity of the Group depends upon the positive cash flows
expected to be generated from the Group’s future operations and
successfully obtain working capital in order to meet the Group’s
future working capital and financial requirements. Details of which
are set out in Note 2.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities based on the
agreed repayment dates. The table has been drawn up based on
the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay.
Specifically, bank loans with a repayment on demand clause are
included in the earliest time band regardless of the probability of the
banks choosing to exercise their rights. The maturity dates for other
non-derivative financial liabilities are based on the agreed
repayment dates. The table includes both interest and principal
cash flows. To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve at the end
of the reporting period.
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8. FINANCIAL RISK MANAGEMENT OBJECTIVES 8.

AND POLICIES — Continued

Liquidity risk — Continued

RBESRER — &

BHEREBREENEERBE — &

Liquidity tables hEESE
Within 1 year
or on demand
and total
undiscounted Carrying
cash flow amounts
—FRRERE
P& NEY
HWESHRE REE
RMB’000 RMB’000
AREFT ARETT
At 31 December 2013 R=Z-—=F+=ZA=+—H
Other financial liabilities at amortised cost: RE R AR Eth R aE
Trade payables ERESER 3,813 3,813
Other payables HAth pE AT BR K 8,266 8,266
Amount due to a director B —ZEERE 759 759
Amount due to a major shareholder JT@EH—% FERFRHIA 18,709 18,709
Dividends payables FERTAR B 4,440 4,440
Other borrowings ﬁﬁﬂ%ﬁ 11,000 11,000
Bank borrowings RITEE 20,495 19,000
67,482 65,987
At 31 December 2012 NR-—EBE——5+=-H=+—H
Other financial liabilities at amortised cost: REER AR Eth e R asE
Trade payables ERESER 48,856 48,856
Other payables H Ath pE AT BR X 37,143 37,143
Amount due to a director ERN—RESEHNIE 427 427
Amount due to a major shareholder FEf— % Igﬂxﬁ QL] 33,041 33,041
Dividends payables FERTAR B 4,440 4,440
Other borrowings Eﬁﬂ%f 9,500 9,500
133,407 133,407

9. FAIR VALUE

The Directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the
consolidated financial statements approximate to their fair value

due to their short-term maturities.
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10. REVENUE AND OTHER INCOME

10. WEREMKA

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

and sales related taxes.

An analysis of the Group’s revenue and other income for the year

are as follows:

WamEAEBRIINATPEHEERNE K
K2 PEUG BR SR bR 47 10 % B 8 5 AR BA A0 B 18
B H)FEE

RE B W FE W e AW ASTT

2013 2012
—E—=F —E——F
RMB’000 RMB’000

ARBTR ARBTTT

Revenue

Sales of controller 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
Government grants (Note i)
Rental income (Note ii)
Reversal of impairment loss recognised
in respect of trade receivables
Sales of scrap materials
Sundry income
Waiver of amounts due to directors
Waiver of trade and other payables

Yoek

HEREERNETHmH

I%U DD/\U)L&%ﬁE/J il

EARRAUA

HERBERERRRZRNR
HERERRBERNEA

EHAnUg A

RITHFEMA

B Bh & (P E)
WA (HEEi)

B O ERE S RFFER
BEEE
EERIRSHE R
HIERA

e ENESHIE

HrE 5 MAMENRR

46,105 4,037
934 5,143
47,039 9,180
7 3

150 120
422 253

- 47

19 830

8 190

- 416

105 919
711 2,778
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

10. REVENUE AND OTHER INCOME — Continued 10. WERHEMKA — &

(i) The amount relates to government grants received during the year ended 31 i RREEHEE T =FR-_FT——-F+=HA
December 2013 and 2012, which were granted for postdoctoral researchers =+—HIEFEREBMBUTHEB AR - TistiE
state-funded programme. In addition, the government grants received for the THRMEABRREER B TOME - 1hoh - D&
year ended 31 December 2013 included solatium payments received from EoE-=F+-A=+—HIEEERREHT
Yuyao City. BRITHBA S o

(ii) Rental income (ii) WA

2013 2012
—E-=F —ET—_F
RMB’000 RMB’000
AR%T R ARETT
Gross rental income from investment properties BEMERSBKA 422 253
Less: outgoings (included in administrative expenses) B FIEE (REATTIRER) (54) (23
Net rental income WA FEE 368 230
11. SEGMENT INFORMATION 11. 2 EEHR

Information reported to the Directors, being the chief operating MES(AMEZELERARE)RI>HXERY

decision maker, for the purposes of resource allocation and Bl e FRIBATE M RS 2 E R SR RS

assessment of segments performance focuses on types of goods Ziéicﬁ':ﬁ*ﬁ TTENAEE 29 "*BIH
delivered. No operating segments identified by the chief operating REFELEREEMBIN 2L
decision maker have been aggregated in arriving at the reportable a‘B o %%ﬁééuuﬁ&%%%i‘%

segments of the Group. The Directors consider the business from a

product perspective.

Specially, the Group’s reportable and operating segments under LER  AEBBRBEEEVERELEAZES

HKFRS 8 are as follows: SR Al 2L E D HBEI AT -

a.  Sales of controller systems for consumer electrical and a. HEHRBERLEFRMMESIER
electronic appliances and income from sales of small BMSHE/NEVBRREVRA — BEEEE -
electrical appliances — wholesalers.

b.  Sales of controller systems for mobile phones and income b. HERBEFEHIRRG RIPERE
from sales and assembly of mobile phones — wholesalers. BB EEMUA — #HEEEE -
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=F+ZRA=+—HILEFE
11. SEGMENT INFORMATION — Continued

Segment revenues and results

The following is an analysis of the Group’s revenue and results by
reportable and operating segment:

For the year ended 31 December

Wholesalers — sales of
controller systems for
consumer electrical and
electronic appliances and

income from sales of small

electrical appliances

Hum - HEREER

11.

mEH — &

P

N

7 w2 B SR 4E

BE+-HA=+—HIEE

Wholesalers — sales of
controller systems for
mobile phones and
income from sales and

assembly of mobile phones

?ttﬁﬁ — HERBERE

Consolidated

RETHRRNZHBRS EHIS ARG REENE
REENREENBA EBRREBBFHOBRA aE
2013 2012 2013 2012 2013 2012
—5-= —ET——F ZB—= —T-—fF ZB-—= —T—=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETT AREBTRE ARBTRT ARETR ARETT
Revenue Wz
— External sales — e 46,105 4,037 934 5,143 47,039 9,180
Segment results DEPELE 1,645 (6,282) 29,203 (7,083) 30,848 (13,365)
Unallocated income RKOBUA
Bank interest income RITHFEUA 7 3
Gain on disposal of a subsidiary & — & B A 7
U - 6,377
Government grant BT & 150 120
Rental income e A 422 253
Reversal for claims, net BERE - FE - 770
Reversal of other payables 8 0] E A EASTBR IR
and accruals K rEst &R 44,658 -
Waiver of amount due to MEENAESRIE
ex-director = 416
Others Hh 190
Unallocated expenses Ko X
Amortisation of prepaid HEFENHERE
lease payment (242) (242)
Depreciation of investment BREMENE
property (58) (58)
Finance costs BB A (912) (1,365)
Impairment loss on BEE fth FELURBR X
other receivables REVHEE R (596) -
Others Hh (755) (465)
Profit (loss) before taxation B A A A (B518) 73,530 (7,366)
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE
11. SEGMENT INFORMATION — Continued 11. DHER — &

Segment revenues and results — Continued DEPRE R FEE — &

Segment results represent losses incurred by each segment DEEEREDEEEZEE WK R
without allocation of central administration costs including bank DEFRITEEA (B2ERTHEWA - &
interest income, finance costs, loss on disposal of property, plant BRA  HEWE  BERZE - BB
and equipment, amortisation of prepaid lease payment, gain on NHEEFRBEZER) HEMBAR 2 W

RO REFEE - IR ERD K MKRIR
FHE R B EREEEITERAINE ©

disposal of subsidiaries and reversal for claims, net. This is the
measure reported to the chief operating decision maker for the
purposes of resource allocation and performance assessment.

Inter-segment sales are charged at prevailing market rates. D EBEHEE NIRRT TSEERTE

Segment assets and liabilities PTHEEREE

The following is an analysis of the Group’s assets and liabilities by UTRIZIZRDBEINAEEEER
reportable segment: BEHIHT
At 31 December R+=A=+—H

Wholesalers — sales of
controller systems for
consumer electrical and
electronic appliances and
income from sales of
small electrical appliances

Hum - HEREER

Wholesalers — sales of
controller systems for
mobile phones and
income from sales
and assembly of
mobile phones

?Hﬁ%ﬁ — HERBERE

Consolidated

REFRARNEFIRERS EHBRASRHEER

RHENHERHBRA ERTBEFNRA wE
2013 2012 2013 2012 2013 2012
—E—= —T——F Z¥—= —T——fF ZB—= -4
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT ARETT AR®TR ARBTT AR®TRT ARETrT
Segment assets DEPE E 14,123 7,429 2,112 9,297 16,235 16,726
Unallocated corporate assets AOBMEEEE 8,353 12,597
Total assets EEE 24,588 29,323
Segment liabilities SEERE 9,970 46,068 5,332 54,014 15,302 100,082
Unallocated corporate liabilities AOBEEESE 53,908 47,408
Total liabilities marE 69,210 147,490
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

11. SEGMENT INFORMATION — Continued
Segment revenues and results — Continued

For the purpose of monitoring segment performances and
allocating resources between segments:

° all assets are allocated to operating segments other than
investment properties, amount due from a related company,
prepaid lease payment and bank balances and cash. Assets
used jointly by reportable segments are allocated on the basis
of the revenues earned by individual reportable segments;
and

° all liabilities are allocated to operating segments other than
other and bank borrowings, dividends payables and amount
due to a director/a major shareholder. Liabilities for which
reportable segments are jointly liable are allocated in
proportion to segment assets.

11.

P

mEH — &

DR KA — &

EENMORARES D BRI EER -

FMBEEHDR TREEDE - HERE

Y - U —REREE A RRIE - AR

FAEFIBRIRITEBRIREBRIN o 7]

i&"* £ [R5 FA Eﬁﬁ%?ﬁflﬂwﬁji
D EPER BRI IR R LT B -

FIERaENDIRFREESE  HEA
MIBTTEE - EARE RER— %%
£/ —HBEBREFBERI - AZE

BaNiie: H%}f"ﬁﬁﬁﬁﬁz’hﬁé‘émﬁu
EITHE ©
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11. SEGMENT INFORMATION — Continued

76

Other segment information

For the year ended 31 December

Wholesalers — sales of
controller systems for
consumer electrical and
electronic appliances and
income from sales of

Hitbn BEH

BET-A=1—HULFE

Wholesalers — sales of
controller systems for
mobile phones and
income from sales
and assembly of

small electrical appliances mobile phones Unallocated Consolidated
HEH - HERBEER  HBH - $ERDEF
EFRRNEHERAR BHEAGRHEER
HENERNBA EHRRBEFENRA KB Ga
2013 2012 2013 2012 2013 2012 2013 2012
“8-=f -%--% Z-ZB-ZF -Z--f C-B-ZfF -ZT--% ZB-ZfF -FT--%
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
AR¥TR AR%Tr ARETR ARBTT ARETR ARETT ARBTR ARET:R
Amounts included in the measure of HENHERANNEER
segment profit or loss or segment assets: FaammE
Capital expenditure (Note) BARAY (M) 3,614 - - - - 1,405 3,614 1,405
Depreciation of property, plant and equipment 1% - BiE LR ERTE 2,507 475 830 604 - - 3,337 1,079
Inventories directly written off FEEENE 2,055 - 740 - - - 2,795 -
Impairment loss recognised in respect of HEMEUENBRRORESE
other receivables - - - - 596 - 596 -
Impairment loss recognised in respect of REFERFERANAESE
paid in advances 491 - 1,273 - - - 1,764 -
Impairment loss recognised in respect of BOE  BERRERINNESRE
property, plant and equipment - 539 - 686 - 1,225 - 1,225
Reversal of impairment loss recognised BOFERES AHRESE
in respect of trade receivables - 1) - (26) - - - @7
Reversal of trade payables ROENEHER (8,734) - (38,591) - = - (47,325) -
Reversal of other payables and accruals BEEtEMETRETER - - - - (44,658) - (44,658) -
Written off of trade receivables MIEEKE SRR 42 - 2,800 - - - 2,842 -
Walver of trade and other payables HeE S REMEMRR (105) - - (919) - - (105) (919)
Amounts regularly provided to the chief THEHT T BLA RS E
operating decision maker but not included in BTEERHHERTENEE
the measure of segment profit or loss:
Amortisation of prepaid lease payment BRENRERE - - - - 242 242 242 242
Bank interest income SRITRISHA (U] (1) - @ - - () ©)
Depreciation of investment properties RENENE - - - - 58 58 58 58
Finances costs BEKAK 912 600 - 765 - - 912 1,365
Reversal for claims, net AORE 38 - - = - = (770) = (770)
Note: Capital expenditure includes property, plant and equipment. MisE : BEAMZBEYME  BERSE -
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

11. SEGMENT INFORMATION — Continued 11.

Other segment information — Continued

Turnover from customers of the corresponding years contributing
over 10% of the total turnover of the Group are as follows:

DEER — &
Hibn BER — &

RIERFE  REBAKEAZZERR
HIB10%MEF ZEXEHIINT

2013 2012
—_E2—= —E——F
RMB’000 RMB’000

AR®TR ARETT

Customer A’ =5 A
Customer B! ZEB
Customer C' BEC

! Turnover from electronic appliances.
? The corresponding revenue does not contribute over 10% of the total sale of
the Group in the respective year.

Geographical information

The Group’s business is primarily operated in the PRC. All of the
Group’s revenue is attributable to customers in the PRC.

An analysis of the carrying amount of segment assets by
geographical area in which the assets are located has not been
presented as they are substantially located in the PRC.

12. FINANCE COSTS 12.

18,254 N/A 38 A 2
5,618 N/A 73 A 2
5,019 N/A T3 A 2
' REBFRMZEHEE -
: HERERAREERFE 2 HEREERTE
#B10% °
hEER

AEENEBIBEETELE - AEEZ
W BOREFENES -

HRARED D APEELIAPE - St &
WEEMEIE 25| EREEREENDT

A& AR
2013 2012
—_E2—= —E-—F
RMB’000 RMB’000

AR¥TR ARETT

Interests expense on bank borrowings wholly 7B —FRBEEE 2
repayable within one year IRITEEZFBREZ

912 1,365
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HE—
13.

78

—=f+=A=+—RILEE
INCOME TAX EXPENSE

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of the
EIT Law, the tax rate of the Company and the PRC subsidiaries is
25% from 1 January 2008 onwards. No provision for PRC
Enterprise Income Tax has been provided for the year ended 31
December 2013 as the Group did not generate any assessable
profits arising in the PRC for the year ended 31 December 2013
(2012: Nil).

Hong Kong profits tax is calculated at 16.5% of the estimated
assessable profit for both years. No provision for Hong Kong profits
tax has been provided for the year ended 31 December 2013 as
the Group did not generate any assessable profits arising in Hong
Kong for the year ended 31 December 2013 (2012: Nil).

The income tax expense for the year can be reconciled to the profit
(loss) before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

13.

Fri8BiRx

BEPEARIMECEMSHE(E
FIBBED RIEFMBRIEERIEG - B
“EEZNF—A—BR - ARQF LB
BRANKHE A25% - AR AEEREZE
T+ A=t—HUEFEIRE
PEELTWNEREET R EAEE
ZE—=F+ZA=t—BLFERFTEH
EMSHTIREBHE(CTS——F: &) -

BB ST IR M F B (G5 ERT SR A
16.5%&TH - MR ASERHEE—_T—=
F+ZA=Zt+—BLEFEXAREEEELE
FAERT N MEERBEE_T—=
F+ZA=+—BLEFERBEFESH
REEBE(CZ——F:®m)-

FAMGHAXTEGABREEMEE
Wesn R A DI B B A A (85 18) SRR T

2013 2012
—E—= —E——F
RMB’000 RMB’000
AR¥T T ARBTF T
Profit (loss) before taxation BB ADEF (BE) 73,530 (7,366)
Tax at the applicable statutory tax rate REREEMEFENTIE 18,383 (1,842)
Effect of different tax rates of subsidiaries TEE M RLERE R A8 2 B P B A A
operating in other jurisdictions W EERNTE (34) 30
Tax effect of expenses not deductible R AR R A
for tax purposes M E 1,480 391
Tax effect of income not taxable for tax IR S BEZRHEWAR
purposes Mg (103) (1,887)
Tax effect of tax losses not recognised WEER  HIEBENREE - 3,308
Tax effect of utilisation of tax losses 2 FALART R4 i sR Bl IR 5 18
previously not recognised Sopibig (19,726) -

FRMEBHAX

Income tax expense for the year
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For the year ended 31 December 2013

HE—
14.

15.

—=f+=A=+—RILEE
PROFIT (LOSS) FOR THE YEAR

14. FRER (EE)

2013 2012
—g—= —E——F
RMB’000 RMB’000
AR®T T AREEF T
Profit (loss) for the year has been arrived at A& FI (&8) B 0%
after charging:
Staff costs, excluding chairman/directors’ BITRAMBRIELE/E%
and supervisors emoluments NEEME)
— Salaries, wages and other benefits —He ITERHMEYET
in kind 2,895 4,306
— Retirement benefits scheme — RIREFE B
contributions 121 109
Total staff costs 88 TR 3,016 4,415
Amortisation of prepaid lease payment BETE N HEERE 242 242
Depreciation of property, plant and W - WEMEETE
equipment 3,337 1,079
Depreciation of investment property EMENE 58 58
Total depreciation and amortisation TEREEERE 3,637 1,379
Auditor’s remuneration ZHA S 621 447
Cost of inventories recognised as BEERAEFRIHFERAR
an expense 48,307 14,823
Inventories written off (included in FEME GTAITHER)
administrative expenses) 2,795 -
Research and development expenditure ot MR 36 1,802
Net foreign exchange losses SN SR F EE 8 -
Loss on disposal of property, HEWE - BENMREZEE
plant and equipment = 8
Written off of property, plant and equipment Y% - BE &R 1E 104
Operating lease rentals for rented premises ~ HEWEMNKLHER S 539 1,100
DIVIDENDS 15. &

No dividend was paid or proposed for the year ended 31 December
2013 (2012: Nil), nor has any dividend been proposed since the

end of the reporting period.

WEFHEHE—T—
FEX T ER
F )
EARE °

R A AE (] IR
B RS HRAK - IREREIRN

=F+-_A=+—H1t

B(-2——
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For the year ended 31 December 2013

"=

—E-=F+-_A=+—HItFE

16. STAFF COSTS (INCLUDING CHAIRMAN,

80

DIRECTORS’ AND SUPERVISORS’

BEIRK(BEEXE EERES
<)

EMOLUMENTS)
2013 2012
—g—= —E——F
RMB’000 RMB’000
AR¥T T AREFT
Salaries, wages and other benefits in kind e TENEMEDER 2,969 4,383
Retirement benefits scheme contributions R TSI R 123 111
3,092 4,494

Hong Kong

The Group operates a mandatory provident fund scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for its Hong Kong employees. The MPF
Scheme is a defined contribution retirement plan administered by
independent trustees, Under the MPF scheme, each of the Group
companies (the “employer”) in Hong Kong and its employees
makes monthly contribution to the scheme a 5% of the employee’s
earning as defined under the Mandatory Provident Fund Legislation.
The contributions from each of the employer and employees are
subject to a cap of HK$1,250 per month, a total contribution of
approximately RMB12,000 (2012: RMB6,000) was made by the
Group in respect of this scheme.

The PRC, other than Hong Kong

As stipulated by rules and regulations in the PRC, the Company
and those subsidiaries, which operated in the PRC, are required to
contribute to a state-sponsored retirement plan for all its
employees. The state-sponsored retirement plan is responsible for
the entire pension obligations payable to all retired employees.
Under the state-sponsored retirement plan, the Group has no
further obligations for the actual pension payments or post-
retirement benefits beyond the annual contributions, a total
contribution of approximately RMB111,000 (2012: RMB105,000)
was made by the Group in respect of this scheme.

ANNUAL REPORT 2013
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BeFrED BB TEBRATHIR
REtE BABUSTATE - BEEES
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HEESAVEEBEENSY KA (EE
Bt R B A ERHK - BERE
B TUAE A 1,2508 T AR - ANEE
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

17. CHAIRMAN, DIRECTORS’ AND SUPERVISOR’S
EMOLUMENTS

17. & - EEREEME

IE - -EBRESHE

Chairman, directors’ and supervisors’ emoluments

The emoluments paid or payable to each of the ten (2012: eighteen)

EffkENTHE(ZE——F: +N\RB)x

chairman, directors and four (2012: six) supervisors were as FoBEERNG(ZE——F: KNB)ES
follows: BT
Year ended 31 December 2013 BE_ZE—=F+-A=+—HILEE
Salaries, Retirement
allowances benefits
and benefits scheme
Name Fees in kind contributions Total
e 2R BIKBEF
i we RENER FH AR s
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR¥TR AR¥TR AR¥TR
Executive directors HITEE
Mr. Zhu Guo An (Chairman) FEREE(FE) = = - -
Mr. Qi Yong Qiang TTEEEE - - = =
Mr. Zhu Chun Rong RELRE - - - -
Non-executive directors EHTEE
Mr. Jiang Guo Ping ZETEE - - = =
Mr. Zheng Xin B - = = -
Mr. Zhu Guo Dan EAE St - - - =
Independent non-executive BUFHTES
directors
Mr. Lu Xuan Bzt (RZT—=F
(Resigned on 28 June 2013) SNAZT\HEHE) = = - -
Mr. Lu Xiang Tai R REE = - - -
Mr. Jiang Mei Yin i%%ﬁf%i(ﬁtz—zi
(Appointed on 28 June 2013) NAZ+HN\BHEZT) = = = =
Mr. Kwok Kim Hung, Eddie Byl - 40 = 40
Supervisors BEx
Mrs. Mao Li Hong FHa L - = = -
Mrs. Ma Ying BEEzt(RZE—=F
(Resigned on 28 June 2013) SNAZT\HEE) = 34 36
Mrs. Shi Wei Na k&3 e ~ S -
Mr. Li Yuhua FERERE(RZE—=F
(Appointed on 28 June 2013) NAZTN\BEZME) > - - -
Total st - 74 2 76
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For the year ended 31 December 2013
HE-ZT—

17. CHAIRMAN, DIRECTORS’ AND SUPERVISOR’S

82

=F+ZRA=1+—HBItFE

EMOLUMENTS — Continued

17.

IR EEREEMHE - &

Year ended 31 December 2012 BE_E——F+-A=+—HILEE
Salaries, Retirement
allowances benefits
and benefits scheme
Name Fees inkind  contributions Total
E =3 RIKER
e we  REDEF BE A fBET
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETT ARBTET ARETT
Executive directors HITES
Mr. Zhu Guo An (Note a) AEZLE (Hta) - - - -
Mr. Qi Yong Qiang (Note a) W%?ﬁf‘ﬁi(ﬁﬁ?a) - - - -
Mr. Zhu Chun Rong (Note a) RERLE (MiEa) - - - -
Mr. Liu Xiao Chun (Note b) 2 %%E(W? b) - - - -
Mr. Gong Zheng Jun (Note b) BEELE (KHsEb) - - - -
Mr. Chen Zheng Tu (Note b) PRIE+ 254 (FiisED) - - - -
Non-executive directors FHITES
Mr. Jiang Guo Ping (Note a) ZBF L4 (ta) - - - -
Mr. Zheng Xin (Note a) 8355 & (s a) - - - -
Mr. Zhu Guo Dan (Note a) FEIA S E (M3t a) - - - -
Mr. Liu Feng (Note b) 208 5 A (fif3Eb) - - - -
Mr. Zheng Yi Song (Note b) BRI E (MEb) - - - -
Mr. Wang Wei Shi (Note b) FEREAE (ML) - - - -
Independent non-executive BIUEHITES
directors
Mr. Lu Xuan (Note a) BErER T E (Mita) - - - -
Mr. Lu Xiang Tai (Note a) PR R4 (FisEa) - - - -
Mr. Kwok Kim Hung, Eddie (Note )~ 3% % 4 (Fiista) - 22 - 22
Professor Fang Min (Note b) F8HE (H3EDb) - - - -
Mr. Pang Jun (Note b) BEE LA (MizEb) - - - -
Mr. Law Hon Hing Henry (Note c) EEELE (M) - - - -
Supervisors BEEx
Mrs. Mao Li Hong (Note a) EMTLL (Hta) - - - -
Mrs. Ma Ying (Note a) Szt (fita) - 55 57
Mrs. Shi Wei Na (Note a) e+ (Mita) - - - -
Mr. Wang Jiangao (Note b) TiEeRE (Mib) - - - -
Mr. Yang Li (Note b) 15 5 A (T3 D) - - - -
Mr. Wang Yinbin (Note b) TR E (MEb) - - - -
Total st - 7 2 79
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

17. CHAIRMAN, DIRECTORS’ AND SUPERVISOR’S
EMOLUMENTS — Continued

Notes:
(@) Appointed on 30 June 2012.
(b) Resigned on 30 June 2012.

(c) Resigned on 17 August 2012.

Mr. Zhu Guo An is also the Chairman of the Group.

The Group does not have a title such as chief executive officer.

No directors and supervisors waived or agreed to waive any
emoluments for the year ended 31 December 2013 and 2012.
Senior management’s emoluments

Of the five individuals with highest emoluments in the Group, none
(2012: none) was a director of the Company whose emolument are

included in the disclosures above. The emoluments of the
remaining five (2012: five) highest paid individuals were as follows:

IR EEREEMHE - &

MisE -

(@) R-ZT——FA=+HEZE-

b) RoE-—EXA=t+BEHE-

(0 RZT——FN\A++LAEHT-
HETEENABRNEREF -

TN EE BV RR ST 1T IR AAER BT o
HE_Z— =K -_ZT—-—_F+_-AH
Tt AL FETEEEREERENR
BHREEAME -

SREEENE
REBRESSFMALTT  HE(ZZ
—ZF E)AREES  EHMENN £

XHEBEERD - EBRARZ(ZT——F:
hE)REHFMALHOZFMET

2013 2012
—_=—= —E-—F
RMB’000 RMB’000

AR¥TR ARETT

Salaries and other benefits in kind e hEMEYET
Retirement benefits scheme contributions RIREFET IR

670 683
12 4
682 687
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

17. CHAIRMAN, DIRECTORS’ AND SUPERVISOR’S
EMOLUMENTS — Continued

Their emoluments were within the following band:

17.

IR EEREEMHE - &

WEZHHANFUATHENR :

Number of employees

EEAH
2013 2012
—E—=fF —E——F
Nil to RMB826,993 (equivalent to TE AR 826,993 7T
HKD1,000,000) (557 1,000,000 7T) 5 5

No emolument have been paid by the Group to the directors and
supervisors of the Company or the five highest paid individuals as
an inducement to join or upon joining the Group, or as
compensation for loss of office during the two years ended 31
December 2013 and 2012.
18. EARNINGS (LOSS) PER SHARE
The calculation of the basic earnings per share (2012: loss) for the
year ended 31 December 2013 attributable to owners of the
Company is based on the consolidated profit of approximately
RMB72,255,000 (2012: loss of approximately RMB7,322,000) and
the weighted average number of 500,000,000 shares (2012:
500,000,000 shares) in issue during the year.

No diluted earnings (loss) per share have been presented for the
two years ended 31 December 2013 and 2012 as there was no
diluted potential ordinary share outstanding for both years.
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18.

HE-_Z—=Fk=_F—Z=F+=ZA8
“t+—HILIMEFE AEEVEEDRA
FEENEES ARG S HMA TS

SIEAWRSIIMATIMAREBR 2 85
HIERBERME -

BREN (BR)

HE-Z—=F+-A=+—A1LFEN
KRABHEB ANERBRERBN (ZT—=
F R IREBEFANGE BMHARE
72,255,000 L (ZE—ZF : [FEHARE
7,322,0007T ) & B 1T h0#E F 19 R &
500,000,000 f% (== — — 4 : 500,000,000
f&) Mat& -

HREBEZEZZ—=FkZFT—=-F+=H
=t ALMEFETEETIEALESH
SERENEBR AW EZ5)ZMEF
EMEREERT (FE)
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iR ISRk M 5T
For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

19. PROPERTY, PLANT AND EQUIPMENT

19. Y% - BEKRERE

Computer
Leasehold Plant and and office
improvements machinery equipment Total
BiR
HEWEEE B E R Heeg WAERE BEt
RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARETT ARKETTT ARBFT
COST jo%:N
At 1 January 2012 RZZE——F—A—H 1,633 17,941 3,272 22,846
Additions nNE 1,398 - 7 1,405
Disposals ek~ - - (99) (99)
At 31 December 2012 RZE——F+-_A=+—H 3,031 17,941 3,180 24,152
Additions NE 3,041 374 199 3,614
Written off (Note ©) s (P&t c) - (1,386) - (1,386)
At 31 December 2013 R-ZE-—=%+=-A=+—H 6,072 16,929 3,379 26,380
ACCUMULATED DEPRECIATION Z3itifE
At 1 January 2012 RZZE——F—AF—H 408 12,139 2,963 15,510
Provided for the year FEREE 58 997 24 1,079
Eliminated on disposals P B 0 8H - - ©1) 91)
At 31 December 2012 R-BE——F+—-A=+—H 466 13,136 2,896 16,498
Provided for the year FERNEE 1,792 1,512 33 3,337
Eliminated on written off TS B 8 - (1,282) - (1,282)
At 31 December 2013 R=-B—=H+=H=+—H 2,258 13,366 2,929 18,553
ACCUMULATED IMPAIRMENT PR EEE
LOSSES
At 1 January 2012 R-ZE——F—HF—H - 1,642 115 1,757
Provided for the year FEREHE 1,225 - - 1,225
At 31 December 2012 and 2013 N-B——-FER=-T—=F
+=B=+—8H 1,225 1,642 115 2,982
CARRYING VALUES REE
At 31 December 2013 R-ZB—-—=%+=B=+—H 2,589 1,921 335 4,845
At 31 December 2012 R-B——F+-_A=+—H 1,340 3,163 169 4,672
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HEZT—=F+"A=+—HItFEE

19. PROPERTY, PLANT AND EQUIPMENT —
Continued

Notes:

() The above items of property, plant and equipment are depreciated on a
straight-line basis over the estimated useful lives less their residual values at the
following rates per annum:

Medium-term leasehold Over the shorter of the term of the lease or
buildings in the PRC 3.33%
Leasehold improvements Over the shorter of the term of the lease or 20%
Plant and machinery 10%-20%
Computer and office 20%
equipment
Motor vehicles 20%
(b) During the year ended 31 December 2012, an impairment loss of approximately
RMB1,225,000 was recognised due to relocation of factory premises (2013:
Nil).

(c) The carrying amount of plant and machinery of approximately RMB104,000
were damaged and therefore written off during the year ended 31 December
2013 (2012: Nil).
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19. Y% - BERRE — &

GG

FitE - B RRERE DGR A R AR
RREEBEL ABRERTHIFRFE :

ReEnTAAEET REHH333% (RS

RE)
RENREE R 20% (NREERE)
s R s 10%-20%

BREMAERE 20%

"E 20%

HE-Z-——F+-A=+—BLFE ARE
BMEBEREREBEBHARE1,2250007T(=F
—=F: AR¥ZT) -

IREEL AR 104,000 TR S RS 218
ERBE-_T—=F1+-A=1+—HLLFEMH
(ZF—ZF : |) -



Notes to the Congolidated Financial Statements
T e B R MR

For the year ended 31 December 2013

HEZT—=F+"A=+—HItFEE
20. INVESTMENT PROPERTIES 20. REWE
RMB’000
ARETT
COST A
At 1 January 2012, 31 December 2012 R—Z—=—F—HA—H"
and 31 December 2013 —E-H+ZRA=t+—HK
—E-—=F+=-H=+—H 1,326

ACCUMULATED DEPRECIATION AND IMPAIRMENT Z:tifEREE

At 1 January 2012 RN-_E——F—F—H 116

Provided for the year FREE 58

At 31 December 2012 RZZE——F+-A=+—H 174

Provided for the year FREE 58

At 31 December 2013 R=Z—=5+=A=+—H 232

CARRYING VALUES AREE

At 31 December 2013 R=Z—=5+=A=+—H 1,094

At 31 December 2012 N-ZE——F+-_A=+—H 1,152

Notes: BisE

(@) The above investment properties are situated in the PRC under medium term (@ PR E IR E R BTRACI A B - SABRER
leases to earn rentals or for capital appreciation purpose and are measured TASHAEEATE - WARAERXGTE -
using the cost model.

(b) Investment properties are depreciated on a straight-line basis over the shorter () REVMETDRBEERERERREF4% (AR
of the term of the lease or at 4% per annum. RERENE -

(© The investment property represent the building situated in the PRC. Since the (© REMEEUNPENET - ARATELR 2T
comparable market transactions are infrequent and the alternative reliable BRHGWT% » BINEEM A FER ] F>EF
estimates of fair value are not available, the Directors consider that the fair HEER R REMENDTEL R ZFEER
value of the investment property is not reliably determinable on a continuing AJSERERE ©
basis.

(d)  The Group’s investment properties have been pledged for bank borrowings as @ RZF-ZFR-F-_F+-A=t-H 'K

at 31 December 2013 and 2012. Details are set out in Notes 33 and 42.

EEBEEMEDIERN  UBBHRITEE - FBH
MIFE33 [ 42 ©
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iR ISRk M 5T
For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

21. PREPAID LEASE PAYMENT 21

The Group’s prepaid lease payment represent leasehold land

. ANHEERE

AEEz ANEEFEERIEPEELOM

located in the PRC held under medium-term leases. FANFBRAE LM -
2013 2012
—E—= —E——F
RMB’000 RMB’000
ARET ARBTIT

Analysed for reporting purpose as: BERMETODN
Current asset MENEE 242 242
Non-current asset EMBNVEE 4,357 4,599
4,599 4,841
22. INVENTORIES 22, FE

2013 2012
—ZE—= —E——F
RMB’000 RMB’000
AR¥ET T AREET T
Raw materials B 2,034 3,025
Finished goods R 515 1,395
2,549 4,420

During the year, the inventories of approximately RMB2,795,000
(2012: Nil) were written off due to damage.
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For the year ended 31 December 2013

BHE—

—=f+=A=+—RILEE

23. TRADE RECEIVABLES

23. BWESIRMK

2013 2012

—E—= —E——fF

RMB’000 RMB’000

AR®T T AREFIT

Trade receivables FEUE SRR 5,128 3,683

Less: Accumulated impairment losses B BEHREEE (36) (36)

5,092 3,647

The Group allows an average credit period of 90 days to its trade REBKT SEPHTHEERRWN
customers. =R

Impairment loss on trade receivables is recorded using an
allowance account unless the Group is satisfied that recovery of the
amount if remote, in which case the impairment loss is written off
against trade receivables directly.

At the end of each reporting period, the Group’s trade receivables
were individually determined to impair. The individually impaired
receivables are recognised based on the credit history of its
customers, such as financial difficulties or default in payments, and
current market conditions. Consequently, specific provision for
impairment was recognised. The Group does not hold any collateral
over these balances.

The aged analysis of trade receivables presented based on the
invoice date, net of impairment losses recognised was as follows:

FE YW BT BB AR AR
HEAN SR B R (S SR E W A BT RE RSN
HERT  BEBEERRERE SRR
HsE)

BMERR  AEE 2B ERE S
RIRFER R B ARIE - [H5 2 RERIK
RRTDEREEP ZEERE  MHBR
%ﬁi#ﬂﬁ KA KRB TSR T T LA

c Hitt - BERERERERE  AKE
I L% AR AR -

AT AREZAZINEKE SRR (EH
BrERERRRERE) WRE DT

2013 2012

—E—= —E—_F

RMB’000 RMB’000

AR¥T T AEEFT

0-90 days 0Z90H 4,975 3,695
91-180 days 912180H 71 -
181-365 days 1812365 H 1 52
Over 365 days 365 H A 45 -
5,092 3,647
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For the year ended 31 December 2013

BHE—

—=f+=A=+—RILEE

23. TRADE RECEIVABLES — Continued

90

The movements in impairment losses of trade receivables were as
follows:

23.

BWE SRR — &

FEWE BRI R EBERNESH T

2013 2012

—E—= —E—_F

RMB’000 RMB’000

AR¥T T ARBTT

At 1 January w—H—H 36 32,158
Reversal during the year FREE = (47)
Written off during the year F - (32,075)
At 31 December R+-_A=+—H 36 36
At 31 December 2013, included in the impairment loss are R-ZE—=F+—-"FA=+—8 " FEEE
individually impaired trade receivables in the Group with an BELEHAETHARK36,000T(ZE

aggregate balance of approximately RMB36,000 (2012:
RMB36,000) which are long outstanding and have been placed in
severe financial difficulties and the management assessed that the
recovery of the amounts is doubtful. The Group does not hold any
collateral over these balances.

The aging analysis of trade receivables which were past due but

——fF: AR¥36,00070) 2 RHIKER
BEBERBEY KRS HNE ERRED

5 B R WE B IR

BRAR  AEEYER

Al A o o

EREHEBEK
REHEBB AT

B 8 HHE KB E R B I E SRR R R e

not impaired are as follows: W

2013 2012
—_E2—= —E—-F
RMB’000 RMB’000
AR¥T T AREETIT
Within 90 days past due BHEI0 A 71 -
91 to 180 days past due #HI91 £ 180 A 1 52
Over 180 days past due BHI180 H A £ 45 -
117 52
Trade receivables that were neither past due nor impaired related KB HI R R E R FE U 5 BR 20 T HA A 4

to a wide range of customers for whom there was no recent history KRBT ZRPEAR -

of default.
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For the year ended 31 December 2013

S
23.

24,

—E-=F+-_A=+—HItFE

TRADE RECEIVABLES — Continued

Trade receivables that were past due but not impaired related to a
number of independent customers that have a good track record
with the Group. Based on past experience, management believes
that no impairment allowance is necessary in respect of these
balances as there has not been a significant change in credit quality
and the balances are still considered fully recoverable. The Group
does not hold any collateral over these balances.

Including in the trade receivables are the following amounts
denominated in a currency other than the functional currency of the
entity to which they relate:

23.

BWE SRR — &

EEHERBENEKRE SRR EFS A
AEBEBRAERFHECENBUTF AR
RIBBERS  EEER/RTHEHRNE
EEETEBEANE  BOBEKRR/ITEH
WmE - EBAEREAIRERE - AEE
WL % SR B TR -

JEUE 5 8RB HE T 51 50R (JAR 2 A8 HY
EBRMIEEEE N EBEHE) -

2013 2012

—_=—= —E-—F

RMB’000 RMB’000

ARET T ARETIT

HKD BT 2,910 -

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

24,

ANRIER - BERAEMERRR

2013 2012

—EB—=fF —E—_F

RMB’000 RMB’000

AR%T T ARETTT

Prepayments TEfIFRIE 119 119
Other receivables E IR AR 3K 3,124 891
3,243 1,010

Less: Accumulated impairment losses o BEHREEE (596) -
2,647 1,010

At 31 December 2013, included in the impairment loss are
individually impaired other receivables is the Group with an
aggregate balance of approximately RMB596,000 (2012: Nil) which
are have been placed in severe financial difficulties and the
management assessed that the recovery of the amounts as
doubtful. The Group does not hold any collateral over these
palances.

RZEBE—=%+-"A=+—H RBEHBE
BIEERAEFHOARKS96,000L( ==
——F: ARBT) ZCERBEHNBKR
P mEERRENAREEMEYRR
EREFEEMRB/RE AEELE
LA SRR A TEAR -
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S
25.

26.

92

—E-=F+-_A=+—HItFE

AMOUNT DUE FROM A RELATED COMPANY

25. B —REBEQRRE

Maximum amount
outstanding
during the year

FRAREER
WE&E
2013 2012 2013 2012
—E—=F —T——F =ZB-= —ZE—=
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETT AR®TR ARKETT
Zhejiang Wansheng New Material 1T & B A A £
Company Limited (“Zhejiang AR AR
Wansheng”)* hzipan==1=2)) 150 - 150 -
The shareholders of the Company considered Zhejiang Wansheng HRAARRIREN IR EREERD
is related company of the Group as Zhejiang Wanli Holding Group AR IEREEE R LD Bt -
Company Limited*, the shareholder of the Company, has beneficial AARIBEZAEN ISR ANEBNE S
interest in Zhejiang Wansheng. The amount is unsecured, non- NE e BERBBAREMR . CORARE
interest bearing and repayable on demand. SREIE o
English name is for identification only.
BANK BALANCES AND CASH 26. SRITEHRES

Bank balances carry interest at market rates ranged from 0.35% to
0.50% (2012: 0.35% to 0.50%) per annum.

Included in the bank balances and cash are the following amounts
denominated in a currency other than the functional currency of the
entity to which they relate:

RITEMRIZFFENT035EE050E 2
(=2 ——F : NF0.35FZE0.50E 2 H)
RITHISFIRET B o

RITHEBRNIR S BIE THIFE (AR 2 185
WEENEEE NI EEE)

2013 2012

—E—= —E—_F

RMB’000 RMB’000

AR%ET AREET T

HKD BT 208 79

At 31 December 2013 approximately RMB2,212,000 was
denominated in RMB and deposited with banks in the PRC (2012:
RMB6,525,000). RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through authorised banks to conduct
foreign exchange business.
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For the year ended 31 December 2013
HEZT—=F+"A=+—HItFEE

27. TRADE PAYABLES
The average credit period on purchases of goods is 90 days.

The aged analysis of trade payables presented based on the
invoice date at the end of the reporting period was as follows:

27.

FE 1+ B 5 R
BERROTEEENHA0A -

IR RIR S E A 25NN E 5 ER
BB S ATSIRIT -

2013 2012
—_E2—= —E—-—F
RMB’000 RMB’000

AR®TR ARETT

0-90 days 0Z£90H
91-180 days 91 £180H
181-365 days 1812365 H
Over 365 days B8 365 H

During the year ended 31 December 2013, the Group made a
reversal for trade payables of approximately RMB47,325,000 (2012:
Nil) which was due to the amounts not being required to be settled
for a long period of time and based on the legal opinion from the
Group’s PRC legal advisors there are no current or future liabilities
from these payables. Details of the reversal are set out in the
announcement of the Company dated 7 March 2014.

Included in the trade payables are the following amounts
denominated in a currency other than the functional currency of the
entity to which they relate:

2,871 783
- 160

65 273
877 47,640
3,813 48,856

RNEBE-_ZE—=F1+-A=+—RHItE%E
AEBRDENESERODARKE
47,325,00070( ZE——4F : ARBEZT)
FRERZFERPAREZEREE U RBE
RNEBPEERBEMZEZRSR %5k
MNERWEZRARKREE - BEBEH
HBEENARFARAT—NF=A L
A2

FER B B IR EBIE T 5508 (AR 2 HRE R
BRNINGEEE SN EEHE) ¢

2013 2012
—E—= —E—_F
RMB’000 RMB’000

AR®TR ARETT

HKD BT

513 -
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BE—
28.

29.

30.

94

—=f+=A=+—RILEE

OTHER PAYABLES AND ACCRUALS 28. HitEMNBERRETTER
2013 2012
—E—= —E—_F
RMB’000 RMB’000
AR¥ET T ARETT
Other payables E b ERTER IR 8,266 37,143
Accruals EErE A 733 13,257
8,999 50,400
Included in other payables and accruals are the following amounts EoAth FESBR R R JEET B B 8248 T 5508 (A
denominated in a currency other than the functional currency of the B A BRI BB N E &

entity to which they relate: B) :

2013 2012
—E—= —E—_F
RMB’000 RMB’000
AR¥ET T AEEFTT
HKD BT 2,437 -
During the year ended 31 December 2013, the Group made a REE=ZT—=F+-A=+—HILFE -

reversal for other payables and accruals of approximately
RMB44,658,000 (2012: Nil) which was due to the amounts not
being required to be settled for a long period of time and based on
the legal opinion from the Group’s PRC legal advisors there are no
current or future liabilities from these payables. Details of the
reversal are set out in the announcement of the Company dated 7
March 2014.

AMOUNT DUE TO A DIRECTOR

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

AMOUNT DUE TO A MAJOR SHAREHOLDER

The amount is due to Zhejiang Wanli Holding Group Company
Limited* and is unsecured, non-interest bearing and repayable on
demand.

English name is for identification only.
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HE—
31.

32.

33.

—=f+=A=+—RILEE

DIVIDENDS PAYABLES 31. ERRE
The dividends payables represent the final dividend declared for FERT AR BB :ngﬂi?ﬂ*i/\ﬂxf“*
Promoter Shares in 2004 and shareholders of the Company in IR ARBARBEENR _ZEERFEMAR
2005 which amounting to RMB940,000 and RMB3,500,000 RERMAHKRE - 95 JFU\EM%O 000
respectively. Tt & AR 3,500,000 7T
OTHER BORROWINGS 32. Hufg&
The loan was obtained from Yuyao Wanli Mortgage Company B TERFTNIEBRIERERR D
Limited*, a subsidiary of major shareholder Zhejiang Wanli Holding BRARZ—HEWBA T‘%%?ﬁ%i/ g
Group Company Limited* and is unsecured, interest-free and BRAR ARAEER . 28 RAR
repayable within one year. FREE-
English name is for identification only.
BANK BORROWINGS 33. R{TIEE
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR¥T T ARBTF T
Secured bank borrowings due with one year A —FREIHNEIEFRITEE 19,000 -

At 31 December 2013, the bank borrowings represented a bank
revolving loan bear interest at 7.87% per annum and repayable
within one year. The bank borrowings with aggregate principal
amount of RMB19,000,000 were secured by the Group’s
investment properties and prepaid lease payment with carrying
amounts approximately of RMB1,094,000 and RMB4,599,000
respectively.

RZE—=FF+ZA=+—8" RTEE
DIERITBEERER - REMEKT87TEE
NEBER—FRNEE - ReBEAHEARE
19,000,000 AT R1TE EE B A S Ea9#H%
BYERBANEERBEHEE Il &E
KIEREE S R4 A AR 1,094,000 7T & A
R 4,599,000 JT °
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For the year ended 31 December 2013

S

=F+-A=T—-RALFE

34. SHARE CAPITAL &S
Number of

shares Amount
BRAEHE &5
000 RMB’000
TFix AREEF T

Authorised, issued and fully paid: EE C BETRER

At 1 January 2012, 31 December 2012 RZEBE——F—HF—H
and 31 December 2013 T —_F#+-_A=+—H

RZT—=F+ZHA=*+— 500,000 500,000
Domestic share (Note a) NE R (Ffsta) 370,000 370,000
H shares (Note b) HA% (fd3EDb) 130,000 130,000
500,000 500,000

96

Notes:

Pursuant to an approval dated 4 June 2003 issued by the China Securities
Regulatory Commission, all the shares of the Company, which were issued and
fully paid, being 37,000,000 ordinary shares with a par value of RMB1.00 each,
were sub-divided into 370,000,000 ordinary shares with a par value of
RMBO0.10 each.

On 14 November 20083, the Company commenced the trading of the newly
issued 130,000,000 H shares of RMB0.10 each on the GEM of the Stock
Exchange, including 117,000,000 H shares to institutional investors by way of
placement and 13,000,000 H shares for subscription by members of the public
in Hong Kong under the Public Offer at the Offer Price of HKDO0.50 (equivalent
to approximately RMB69,550,000). Following the issue, the share capital and
capital reserve of the Company increased by approximately HKD12,150,000
(equivalent to approximately RMB13,000,000) and HKD52,850,000 (equivalent
to approximately RMB56,550,000) respectively.
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M

BEPHZLHEEERZEEN ST =64
A BB - BEIT R MATAEARLQ AR
5+ BN AR B A A R % 1.00 7T £ 37,000,000
BREBRWFARTRMERARB0I0TH
370,000,000 fi% & E@A% °

RZZE=F+—A+HA  KABFEHERE
FTBI 3R B B 57351789 130,000,000 B F XA R
¥E0.10 T H AR « BIEE S F XS F#EIR
& # #) 117,000,000 RHA% - A RIBEAFEE
REEBOSOELHEARARALRED
13,000,000 A% H A% (18 & 74 49 A K % 69,550,000
TT) o D ETE - AR RBRARENFEED B
& #12,150,00078 ;T( 18 & R4 AR &
13,000,000 7 ) & 52,850,000 7T (18 & i 49 A
R # 56,550,000 7T) °
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HE—
35.

36.

—=F+=A=+—ALFE
DEFERRED TAXATION

At the end of the reporting period, the Group had unused tax
losses of approximately RMB53,262,000 (2012: RMB131,591,000)
available to offset against future profits. No deferred tax asset has
been recognised due to the unpredictability of future profit streams.
Pursuant to the relevant laws and regulations in the PRC, the
unused tax losses incurred by the Company and PRC subsidiaries
can be carried forward for a period of five years. Other tax losses
may be carried forward indefinitely.

At the end of the reporting period, the Group has deductible
temporary differences of approximately RMB39,529,000 (2012:
RMB39,529,000). No deferred tax asset has been recognised in
relation to such deductible temporary difference as it is not
probable that taxable profit will be available against which the
deductible temporary differences can be utilised.

CONTINGENT LIABILITIES

During 2005 to 2011, the Company (formerly known as Ningbo
Yidong Electronic Company Limited) borrowed from a former
related company, Xian Ruilian Electronic Material Company Limited
(“Xian Ruilian” or “Plaintiff”) of working capital totalling approximately
RMB164,968,000. In 2012, the Company was under restructuring,
and China Ruilian Holding Corporation (“China Ruilian”) agreed to
undertake the debt that the Company owed to Xian Ruilian
amounting to approximately RMB164,968,000 (Please refer to the
“Deed of Wavier” on page 20 of the Company’s joint
announcement dated 29 May 2012 regarding the acquisition of all
the issued H Share in Ningbo Yidong Electronic Company Limited
for details).

Some of the debts owed by China Ruilian to Xian Ruilian was offset,
and the remaining debts amounting to approximately
RMB113,794,000. Pursuant to the Deed of Wavier entered into
among the Company, China Ruilian and Xian Ruilian, after 24 May
2012, the date of which the Deed of Wavier become effective, the
Company ceased to be a debtor of China Ruilian, it meant that the
Company was waiver of obligation. Thus, in fact, the Company
shall not bear any debts in this case.

35.

36.
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36. CONTINGENT LIABILITIES — CONTINUED
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On 15 October 2013, Xian Ruilian filed a claim through the Beijing
First Intermediate People’s Court (“Court”) against China Ruilian as
the first defendant for repayment of the advanced amount with
overdue interest totalling approximately RMB123,611,000 (including
interest of approximately RMB9,817,000) and against the Company
as the second defendant.

This case was accepted by the Beijing First Intermediate People’s
Court on 30 October 2013, and the court session was held on 9
December 2013. The judgment of this case has not been rendered.
According the trial of this case, the details of which are as follows:

Xian Ruilian claimed refund of approximately RMB123,611,000
against China Ruilian in items 1 and 2 of its claims in the Civil
Complaint, and did not require the Company to bear the debts.

During the court session, the Company’s PRC lawyer pointed that
Xian Ruilian stated to the Court, it regarded the Company as one
defendant mainly for the purpose of facilitating the Court’s
acceptance of this case. After the court session, the Plaintiff
expressed no claims against the Company. The lawsuit against the
Company was required by the Court. During the court session, the
Company’s PRC lawyer required the Plaintiff and the Court to
indicate the capacity of the Company in the lawsuit, and it was
stated by the Plaintiff, the Company should participate in the lawsuit
as a third party to this case as required by the Court, and no claims
are brought against the Company. Therefore, the Company shall
not bear any debts.

Based on the Company’s PRC lawyer’s advice, the Directors are of
the opinion that the Company has strong grounds to defend the
claim and therefore, no provision is made in the consolidated
financial statements for the year ended 31 December 2013.
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37. OPERATING LEASES 37. REHED
The Group as lessor REBEREHEA
Rental income earned during the year was approximately FRMES WAL B AR 422,000 (=
RMB422,000 (2012: RMB253,000). The investment property is T——%: AR®¥2530007T) ° —iriﬁﬁ%é.—f
expected to generate rental yields of 7% (2012: 4%) on an ongoing HEMEHS WA ETEBRRETR(ZE—=
basis. The investment properties held have committed tenants for F4%)  BAREMENHP D AELE
the next 2 years (2012: 1 yearn). RRMF (ZT—ZF : —F)BERE -
At the end of the reporting period, the Group had contracted with RBEER - NEBZUL T ERNHERE
tenants for the following minimum lease receivables: CEBFETA
2013 2012
—_E2—= —E——F
RMB’000 RMB’000
AR%T T ARETT
Within one year —&FR 380 42
In the second to fifth year inclusive “EFRIF(BREEEMRS) 127 -
507 42
The Group as lessee AEBERAAMEA

Operating lease payments represent rentals payable by the Group
for certain of its office premises. Leases are negotiated for a term of
five years and rentals are fixed. None of the leases included
contingent rentals and terms of renewal were established in the
leases.

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

REBOESEAREREETHIEY
EEMWES - BONBEERRASESF
HEEE -  WEIAEEPOHEORESR
FHETLNELHF -

RERE R - AREERBERLAT B E S| H
MRS BERERSED
FRHE

2013 2012

—E—=F —E——F

RMB’000 RMB’000

AR¥T T ARBFT

Within one year —F R 396 350
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38. RELATED PARTY TRANSACTIONS

100

(@

—=f+=A=+—RILEE

The balances with related parties at the end of reporting
period are disclosed elsewhere in the consolidated financial
statements.

The key management personnel of the Group comprises all
Directors, details of their emoluments are disclosed in Note
16. The remuneration of the Directors is determined by the
remuneration committee having regards to the performance
of individuals and market.

During the year ended 31 December 2013, the Group paid
rental expenses of approximately RMB150,000 (2012: Nil)
to Zhejiang Wansheng New Material Company Limited*, a
subsidiary of a major shareholder Zhejiang Wanli Holding
Group Company Limited*.

During the year ended 31 December 2013, the Group sold
mobile phones of approximately RMB24,000 (2012: Nil) to
Zhejiang Wanli Properties Development Company Limited*, a
subsidiary of a major shareholder Zhejiang Wanli Holding
Group Company Limited™.

During the year ended 31 December 2012, the Director, Mr.
Liu Xiao Chun agreed to waive the amount due to him of
approximately RMB416,000 (2013: Nil).

Upon the change in shareholding in the Company, the
amount of approximately RMB256,623,000 due to a former
major shareholder, China Ruilian, was waived during the year
ended 31 December 2012 (2013: Nil).

*

English name is for identification only.
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39. STATEMENT OF FINANCIAL POSITION
INFORMATION OF THE COMPANY

39. RLQRMMBRRAKRER

2013 2012
—E—= —E——4F
Notes RMB’000 RMB’000
BfaF AR¥ TR ARBTIT
Non-current assets FEREBEE
Property, plant and equipment Y - BB &R 3,243 4,672
Investment properties "EYE 1,094 1,152
Prepaid lease payments FEHEERIE 4,356 4,598
Investment in subsidiaries KRB RARIMIEE (@) 5,621 6,361
14,314 16,783
Current assets RBEE
Inventories FE - 4,419
Trade receivables & Hﬁz’f’f % BRI 52 3,647
Prepayments, deposits and SELDEAS Tﬁ/i\&
other receivables ,H\ﬁﬂ},?‘é AR SR 121 882
Paid in advances BIERRIE 161 2,975
Prepaid lease payments FERNHEE %’K 242 242
Amounts due from subsidiaries JE U BT B A (b) 2,234 9562
Bank balances and cash $R1T %ﬁﬁ%&iﬁfﬁ 291 176
3,101 13,293
Current liabilities REEE
Trade payables B E SRR 931 47,851
Other payables and accruals EmEMRR R ERER 5,072 47,822
Receipt in advances TEU R IE 505 745
Amounts due to subsidiaries FENHBA (b) 18,850 -
Amount due to a major shareholder FET— % * El&%,ﬂ\ 18,709 33,041
Dividends payables FET AR B 4,440 4,440
Provision for claims N %é‘ﬁ - -
Other borrowings HuiEs 11,000 9,500
59,507 143,399
Net current liabilities REBEEFHE (56,406) (130,106)
Net liabilities FEE (42,092) (113,323)
Capital and reserves BEARRHE
Share capital R A 50,000 50,000
Reserves GG (@] (92,092) (163,323)
Capital deficiency BAE M (42,092) (113,323)
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39. STATEMENT OF FINANCIAL POSITION
INFORMATION OF THE COMPANY — Continued

102

39. AARMMBRRREN — &

The amounts are unsecured, interest free and repayable on demand.

(c) Reserves

Notes: kS
(a) Investments in subsidiaries (@) R B R AR E
2013 2012
—E—=F —E——F
RMB’000 RMB’000
ARBT T ARBTT
Unlisted investments, at cost JELETIRE - HRRA 15,211 15,211
Less: Accumulated for impairment BB RE (9,590) (8,850)
5,621 6,361
(o) Amounts due from (to) subsidiaries (o) e (FEAST) Y8 & R kIR
2013 2012
—B—=F —ET——F
RMB’000 RMB’000
ARET T ARETT
Amounts due from subsidiaries NG E e 38,685 57,510
Less: Accumulated impairment W ORERET (36,451) (56,558)
2,234 952
Amount due to subsidiaries FETPf B A B I8 18,850 -

FZEFRREIRR - 2B RAREREE -

() HiE
Statutory
Capital Other surplus  Accumulated
reserve reserve reserve losses Total
ERGHE Hitif#E EEBHBLAES 25tEE st
(Note i) (Note ii) (Note iii)
(GED) (Bft &% i) (B i)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT AREFT ARBFT AREFT AREFT
At 1 January 2012 40,449 - 23,701 (431,499) (367,349)
Loss and total comprehensive FRBEREERSLE
expense for the year - - - (37,484) (37,484)
Waiver of the amount due to a former AR R BIREEENEE R
major shareholder upon change —HAFEREFE
in shareholding in the Company - 241,510 - - 241,510
At 31 December 2012 “F+-A=+—8H 40,449 241,510 23,701 (468,983) (163,323
Profit and total comprehensive FRRMNEZEEALE
income for the year - - - 71,231 71,231
At 31 December 2013 =F+=-A=1+—H 40,449 241,510 23,701 (397,752) (92,092)
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39. STATEMENT OF FINANCIAL POSITION 39. ARFMMBRRRER — &
INFORMATION OF THE COMPANY — Continued

(b) Reserves — Continued (b) e — &
Notes: B &
(i) Capital reserve (i) ERGHE
Capital reserve includes the share premium arising from the issuance of BAREREARRAZBITHRE£HR
H shares after deduction of the respective share issuance costs of the % B (B HBRAERIR D BT A) -
Company.
(ii) Hitif#

(i) Other reserve
HipFEERARBREZBEHRLE
Other reserve represents the waiver of the amounts due to a former N—BRIEEREHIE -
major shareholder upon change in shareholding in the Company.

(iii) Statutory surplus reserve (iii) AERBBAES

The Articles of Association of the Company and its subsidiaries KRR REEFEARKME (THE])
established in the People’s Republic of China (the “PRC”) require the FRAZEVMT B A R KA R ERAABIEE
appropriation of 10% of their profit after income tax determined under BFEABREBEPEGAEAFTENORAT
the PRC accounting standards each year to the statutory surplus BREEFNER10% BENEERBATE
reserve until the balance reaches 50% of the registered share capital. © HELATRKRABSEHRET M
According to the provision of the Company’s Articles of Association, MRAEI50% B1E » IBBARR BN ARE
under normal circumstances, the statutory surplus reserve shall only be 2MAIRTE - E—RIBERT  EERH
used for making up losses, capitalisation into share capital and NESEAREEEESE  BRBRAR
expansion of the Company’s production and operation. For the ERARGNEEREE R EER
capitalisation of statutory surplus reserve into share capital, the BABSBIABRAMES  ATERBBLE
remaining amount of such reserve shall not be less than 25% of the ©EREE NG DR AR AR 25% ©

registered share capital.
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40. PRINCIPAL SUBSIDIARIES 40. B A BB

Particulars of the Company’s principal subsidiaries as at 31 R =FR_ZT——F+_-_A=+—
December 2013 and 2012 are as follows: A ARFMBARFBAT

Place of

incorporation/  Nominal value of

registration paid up issued/ Attributable equity

Class of and operation/  registered/ interest held

Name of subsidiary shares held establishment  ordinary capital by the Company Principal activities

ML BREERT/
HfMREE/ BiEf/

HWEARER FrsRBER Ryt ERRAEE FAAEMLERE  TEEER
Directly Indirectly
HE 5EE3
Ningbo Yitai Electronic Contributed ~ PRC RMB15,000,000 51% - Dormant
Company Limited capital
(“Ningbo Yitai")
BEREFEFHERAA BEARA  oE AR 15,000,0007C 51% - Bk
(IERIZ%])
Ningbo Yidong Digital Contributed ~ PRC RMBS5,000,000 99% - Dormant
Technology Co. Ltd. capital (paid up
(“Yidong Digital") (Note) RMB1,500,000)
ERREERRARAT  EARE  FH AR¥5,000,0007T (M2 99% - B
(R (HsE) AR#1,500,0007T)
Hong Kong Wan Li Ordinary Hong Kong HKD10,000 100% - Trading the electronic component
Enterprise Company Limited (paid up HKD1,000) and electronic subassembly
ERERLEARAA LR B 10,0007 100% - BESTRHRETHH
(872 1,00087T)
Yuyao City WanHao Contributed ~ PRC RMB3,180,000 100% - Original Equipment Manufacturing
Technology Industrial capital
Company Limited
AATESHEEEARRE EERkE  +E AR 3,180,000 7T 100% - RERERE
Shenzhen Shi WanHao Wu Contributed ~ PRC RMB3,180,000 100% - Trading the electronic component
Lian Technology Limited capital and Original Equipment
Manufacturing electronic
subassembly
AMITEZNHREZERAT E4kE  HE AR 3,180,000 100% -  EBETRMRRBFAGRE
EFEb
Note: On 15 June 2011, Yidong Digital without submission of annual register and had fitr: RZT——FXA+HRA  EREBEREIFHE
been invalidated by Administration for Industry and Commence on 18 BLBORIATREERN -_T——%+—A
November 2011. The Directors are of their opinion, with the advice from a legal TNERHE EERBRBLAEEMNEE B
advisor, that no litigation liability should be borne by the Company after the S8 AR D B E T FEE AR RS T ©
invalidation.
None of the subsidiaries had any debt securities outstanding as at RERKFNEMER - HEMBREHR
the end of the year or at any time during the year. EE R ERNEBHES
Non-wholly-owned subsidiaries of the Group have no material non- AN S = BB AR EREE EANIEE
controlling interest. Peidai
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41. DISPOSAL OF A SUBSIDIARY

4. HERBAR

On 4 October 2012, the Group disposed entire equity interest of R-ZT——F+ANA  AEEHERI
A-Tech Technology (H.K) Limited (“A-Tech”) at a consideration of BE (BB BRAFA(TEREED M2
RMB2. The net liabilities of A-Tech at the date of disposal were as s PRREARE2T - REEH
follows: B BB Fa BT
RMB’000
AEEFT
Net liabilities disposed of: BEHEZFRE:
Other payables and accruals E TR R IERT B A (842)
(842)
Release of foreign currency translation reserve B INESTE 3 G R (5,535)
Gain on disposal of a subsidiary HEME A e W E (6,377)
Total consideration BRE -
Satisfied by: SRAR
Cash b e -
Net cash inflow arising on disposal: REHEFREBRA
Cash consideration WERE -
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42. PLEDGE OF ASSETS 42. EEEKH
At the end of the reporting period, certain assets of the Group were RBEERR  AEBEETEESHER -
pledged to secure banking facilities granted to the Group as ERAEEER 2 RITME 2RE - IR
follows: mr
2013 2012
== —E——F
RMB’000 RMB’000
AR¥T T ARETT
Investment properties "EYE 1,094 1,152
Prepaid lease payments TESHEEKRIA 4,599 4,841
43. MAJOR NON-CASH TRANSACTION 43. FE}BERSH
During the year ended 31 December 2012, the Group received an HE_T——-F+-_A=+—HIFE"
amount of approximately RMB256,623,000 (2013: Nil) as deemed & E U B —F 4 AR 1256,623,000 7T
capital contribution following the waiver of an amount due to a (ZE2—Z=ZF: ARBZT)NHIE - 88
former major shareholder, China Ruilian Holding Corporation. 4 EN G FET — 22 Al 3 B AR A B IR B E
EEARRBFIBERTE -
44. COMMITMENT 44. 7EIE
2013 2012
—E—= —E—_F
RMB’000 RMB’000

AR®TR ARETT

Commitments for the acquisition of
property, plant and equipment
— contracted for but not provided
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RESULTS ES
For the year ended 31 December
BE+-A=1T—HLEE
2013 2012 2011 2010 2009
=B—=F _T_§ _T——F _ZT-TF _TTNF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARETT ARETT ARETRT ARETRT
Revenue g 47,039 9,180 8,689 14,422 25,618
Cost of sales SHE A (48,307) (14,823) (19,927) (17,299) (66,786)
Gross loss 5 (1,268) (5,643) (11,238 (2,877) (41,168)
Other income Hlg A 711 2,778 8,043 10,175 10,309
Impairment of trade receivables JEWE 5 BEFRIE - - (141) (482) (2,571)
Impairment of other receivables H R s &%
and paid in advances BB FIERE (2,360) - (8,255) (8,569) (9,653)
Impairment of property, ME - BEMEERE
plant and equipment - (1,225) (1,757) (11,2193) -
Impairment of an amount due from JEU RIRAE A A
former related company FIERE = (16) - - -
Reversal of trade payables BOENE SRR 88,473 - - - -
Reversal of other payables and RO e BRI
accruals fEsTE 3,510 - - - -
Selling and distribution expenses HERDHER (464) (584) (937) (1,381) (682)
Written off of trade receivables HEE e W E 5 BRK (2,842) - - - -
Administrative expenses ﬁIBZEZﬁH (11,318) (8,450) (11,520 (18,625) (22,033
Finance costs REMAKR (912) (1,365) (1,802) (9,091) (10,076)
Loss on disposal of property, HEDE - f%& i
plant and equipment and prepaid KB HEEFE
lease payments Z e - ®) (3,430) (78,064) -
Gain on disposal of subsidiaries HENB AR 6,377 812 703 -
Gain on invalidation of subsidiaries k=L NG - - - 8,115
Reversal (provision) for claims, net ZERO (BfE)  E58 770 634 (4, 192) (3,800)
Profit(loss) before taxation B ATER (EE) 73,530 (7,366) (29,591) (123,616) (71,559)
Income tax credit (expenses) FrEtiite (Ax) = - - 4) 430
Profit(loss) for the year FNHF (E18) 73,530 (7,366) (29,591) (123,620) (71,129)
Attributable to: FE1S
Owners of the Company ARAEEA 72,255 (7,322) (29,491)  (123,610) (70,525)
Non-controlling interests IR 1,275 (44) (100) (10) (604)
Profit (loss) for the year FRaF (B18) 73,530 (7,366) (29,591) (123,620) (71,129)
ASSETS, LIABILITIES AND EQUITY BE AEkER
At 31 December
R+=HA=+—8H
2013 2012 2011 2010 2009
=B T _T——F _ZT-TF _TTNF
RMB'000 RMBO00  RMB0OO ~ RMB'O00  RMB'000
AREBTRE ARBTT AR®TT AR®TT AR®TRT
Total assets BERAT 24,588 29,323 32,548 102,600 290,870
Total liabilities BlEEE (69,210)  (147,490)  (394,437)  (436,113)  (501,085)
(44,622) (118,167) (361,889) (333,513) (210,215)
Equity attributable to owners RABEAA
of the Company FE(LRERS (45,753) (118,023) (361,789) (333,513) (210,225)
Non-controlling interests Elilys T 1,131 (144) (100) - 10
(44,622) (118,167) (361,889) (333,513) (210,215)
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Pa\rticulﬁr\swof Investment Property
WEMRFE

Location Type Lease Term

wE E R THE

No.9 Zhenxing Road, Fupin Economic Zone, Industrial Medium-lease term
Yuyao City Chengqu, Hangzhou City, T R BA7E A

Zhejiang Province, The PRC
BT &

AN

RPETH R
KELBERER

i BEEE 9 557
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