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RESULTS SUMMARY
As at 31 December 2008

(RMB’000) 2008 2007 2006 2005 2004
Restated

Revenue and Profit:

Revenue 4,077,074 3,357,210 2,629,794 1,971,489 1,724,739
Profit before taxation 5,574 294,020 211,367 66,119 22,212
(Loss)/profit after taxation (41,237) 262,915 180,362 44,719 11,282

Attributable to:

Profit/(loss) attributable to equity holders
of the Company 3,984 189,159 123,095 16,951 (20,609)
Minority interest (45,221) 73,756 57,267 27,768 31,891

Earnings per share for profit attributable to

equity holders of the Company (RMB) 0.0059 0.2974 0.1924 0.0322 0.0304
Dividends per share attributable to equity
holders of the Company (RMB) 0 0.06 0.06 0.006 0.013

ASSETS SUMMARY
As at 31st December 2008

(RMB’000) 2008 2007 2006 2005 2004
Restated

Total assets 11,515,520 9,101,472 4,056,131 2,695,387 2,860,246

Total liabilities 8,044,326 5,201,420 1,760,834 921,880 1,113,995

Total equity 3,471,194 3,900,052 2,295,297 1,773,507 1,746,251

Equity attributable to equity holders of the
Company 1,732,082 1,961,753 1,297,354 1,165,614 1,157,009
Minority interests 1,739,112 1,938,299 997,943 607,893 589,242

Net assets per share attributable to equity
holders of the Company (RMB) 2.57 2.89 2.03 1.82 1.80
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REVENUE PROFIT ATTRIBUTABLE TO SHAREHOLDERS
RMB Thousand RMB Thousand
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It is my honor to present the 2008 Annual Report of CATIC Shenzhen Holdings Limited (the “Company”) and its
subsidiaries (together the “Group) on behalf of the Board of Directors to the shareholders, business partners and
our supporters.

During the year, the Group recorded a consolidated revenue from continuing operations of approximately
RMB4,077,074,000 (2007: RMB3,357,210,000), representing an increase of approximately 21.44% over
the previous year. The overall gross profit was approximately RMB1,063,517,000 (2007: RMB774,564,000),
representing an increase of approximately 37.31% over the previous year. The Group’s consolidated profit
attributable to shareholders (after minority interests) amounted to approximately RMB3,984,000 (2007:
RMB189,159,000), representing a decrease of approximately 97.89% over the previous year.

In 2008, various business segments of the Group were affected by the ripple effect of the global financial crisis
and economic turmoil triggered by the subprime crisis in the US. In particular, the gross profit of our electronic
components segment has declined substantially as compared with the corresponding period last year, while the
performance of the business segment of manufacture and chain sale of timepieces remained relatively stable.
During the year, Guangdong International Building Industrial Co., Ltd. recorded significant loss as a result of the
operating loss of its hotel operation and assets retirement arising from the proposed decoration and renovation.
Benefiting from the preliminary success of the mergers and acquisition of resources business, the potassium
fertilizer business has made obvious contribution to the business development of the Group. To conclude, the scale
of operation of the Group has, on the whole, continued to expand in 2008.

However, as the Company recorded a loss of approximately RMB51,000,000 from the disposal of all of its shares
in Amoi Electronics Co., Ltd., together with the drop in valuation of the properties of Shenzhen CATIC Real Estate
Co., Ltd. due to the poor performance of the property market, the profit attributable to the Company has endured
loss of approximately RMB24,120,000 and this made the Group record a result below target in 2008.

The Group has made encouraging progress during the year in terms of the implementation of major investment
projects and the internal management. During the year, the Group’s first 4.5 G TFT-LCD production line in the
PRC, which is located in Shanghai, has commenced full scale trial operation. Besides, the Group has also entered
into agreements to construct the second and third 4.5 G TFT production lines in Chengdu and Wuhan. The high-
end PCB project has proceeded smoothly and the PCB production line, which features the most advanced
integrated technical standard in the PRC, has commenced operation. With respect to the timepieces business, our
astronomical watch was proven a success with the smooth completion of the outer space stroll of the astronaut
of Shenzhou 7 with the watch on his wrist. The mergers and acquisition of the resources business has achieved
preliminary success, while the acquisition of the entire shareholding in Haixi CATIC Sanjiaguiye Company Limited
has helped us to enter the market of agriculture-related resources. As a result, the Group has effectively mitigated
the effect of the business cycle fluctuations under our present portfolio and attained sustainable competitive
strengths.

Looking ahead into 2009, further adjustment and turbulence in the global economy is expected, while the domestic
economy will be shrouded in uncertainties and China will experience the most serious economic adjustment during
its reform undertaken over the last three decades. In the face of such economic crisis, the Group will inevitably
encounter unprecedented challenges, however, we consider the prevailing economic hardship as a valuable chance
for us to improve and enhance our competence. The Group will commit itself to innovation for maintaining its
presence and achieve breakthrough under adverse conditions and build up its strength. We will also adhere to the
strategic goal of realizing “excellent operation, stringent risks control, products upgrade and expeditious action”,
and strive to improve and enhance the performances of our major business segments. Besides, we will endeavor
to explore different channels of financing through innovative means and identify opportunities of mergers and
acquisition in a cautious manner in order to cope with the possible external adversities.

Lastly, | would like to take this opportunity to thank all shareholders, business partners and people from all walks of
life for their trust and support. | would also like to extend my most sincere gratitude to all the staff for their valuable
contribution. We will continue to dedicate ourselves to creating better returns for our shareholders, customers and
staff.
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CORPORATE ORGANIZATION CHART

Aviation Industry
Corporation of China

100%

CATIC International
Holdings Limited

100%
I:ATIC Shenzhen Companl

58.60%

CATIC Shenzhen
Holdings Limited

Electronic Luxurious Commercial Mineral
Components Goods Property Resources

95% 44.69% 75% CATIC 100%
Sgtierg[]ﬁn Fiyta GIB Company Resources :
Company.
22.35%
CATIC Real
ase2% | 30% Shanghai | 21% Ftaly
'an e Tianma
80% Chengdu
Tian Ma
10% Wuhan
Tian Ma
Notes:
1: Aviation Industry Corporation of China is the name of the company newly formed by merging China Aviation Industry
Corporation | and China Aviation Industry Corporation II.
2: CATIC International Holdings Limited was formerly called China National Aero-Technology Import and Export Corporation.
3: CATIC Shenzhen Company was formerly called China National Aero-Technology Import and Export Shenzhen Company.
4: As at 31st December 2008, the Company has repurchased a total of 3,644,000 H shares, upon which CATIC Shenzhen

Company holds 58.60% equity interest in the Company.
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BUSINESS REVIEW

The consolidated revenue and profit of the Company for 2008 were primarily derived from the following subsidiaries:

Percentage of
equity held by
Name of subsidiary the Company Principal activities

Shenzhen CATIC Resources Co., Ltd. (“CATIC 100%  Resources business
Resources”)

Shenzhen Shennan Circuit Co., Ltd. (“Shennan 95.00%  Manufacture and sale of printed circuit
Circuit”) boards
Tianma Microelectronics Co., Ltd. (“Tian Ma”) 45.62%  Manufacture and sale of liquid crystal
displays
Shenzhen Fiyta Holdings Limited (“Fiyta”) 44.69%  Manufacture and sale of watches and
clocks
Guangdong International Building Industrial Co., 75%  Hotel and property operations

Ltd. (“GIB Company”)

During the year, the Group recorded a consolidated revenue from continuing operations of approximately
RMB4,077,074,000 (2007: RMB3,357,210,000), representing an increase of approximately 21.44% over
the previous year. The overall gross profit was approximately RMB1,063,517,000 (2007: RMB774,564,000),
representing an increase of approximately 37.31% over the previous year. The Group’s consolidated profit
attributable to shareholders (after minority interests) amounted to approximately RMB3,984,000 (2007:
RMB189,159,000), representing a decrease of approximately 97.89% over the previous year.

In 2008, the business segments of the Group were affected by the downturn of the PRC’s marco-economy
from overheating which was in turn impacted by the ripple effect of the global financial crisis and economic
turmoil triggered by the subprime crisis in the US. In particular, the skyrocketing of raw material costs in the first
half of the year and the sluggish market demand in the second half year have adversely affected our electronic
components segment, resulting in a substantial decline in gross profit as compared with the corresponding period
last year, while the performance of the business segment of manufacture and chain sale of timepieces remained
relatively stable. During the year, GIB Company recorded significant loss as a result of the operating loss of its
hotel operation and assets retirement arising from the proposed decoration and renovation, which therefore
delivered adverse effects to the operation of the Group. Benefiting from the preliminary success of the mergers
and acquisition of the resources business, the potassium fertilizer business has made obvious contribution to the
business development of the Group. To conclude, the scale of operation of the Group has, on the whole, continued
to expand in 2008.
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BUSINESS REVIEW (continued)

However, as the Company recorded a loss of approximately RMB51,039,000 from the disposal of all of its shares in
Amoi Electronics Co., Ltd. (a company listed on the Shanghai Stock Exchange), together with the drop in valuation
of the properties of Shenzhen CATIC Real Estate Co., Ltd. (“CATIC Real Estate”) due to the poor performance of
the property market, the profit attributable to the Company has endured loss of approximately RMB24,118,000.
Besides, GIB Company, with its results consolidated for the first time, has brought about losses of approximately
RMB76,810,000 to the Company, resulting in a substantial decrease in the gross profit of the Group.

The Group has made encouraging progress during the year in terms of the implementation of major investment
projects and the internal management, and the mergers and acquisition of CATIC Sanjia was completed
successfully during the year, which rendered us a total production capacity of approximately 250,000 tonnes of
potassium chloride and marked the formal entry of the Group into the resources market. The Group’s 4.5 G TFT-
LCD production line project of Shanghai Tianma has proceeded smoothly and trial production was commenced
during the year. Besides, the 4.5 G TFT-LCD production line of Chengdu Tian Ma and the 4.5 G TFT-LCD and
CF production lines of Wuhan Tian Ma were established with the aim of making the Group’s presence felt and
consolidating its leading position in the small and medium size LCD market. The high-end PCB project of the Group
was carried out smoothly and mass production was commenced during the year. The stable rise in production
values has cemented the leading position of the PCB electronic component manufacturing business of the Group
in the relevant business segments in the PRC. At the same time, the Group has also introduced measures aiming
at enhancing the standard of management and control of the Group, which included the introduction of balance
scorecard and the system of lean six sigma, along with the programs on leadership, professional dedication, brand
awareness and information technology. Our relentless efforts have gained widespread recognition and we were
awarded various prizes, which included the “Model Enterprise of Strategies Implementation in the PRC”, “Leadership
Award in the 3rd International Lean Six Sigma Conference”, “2008 Top 100 Enterprises of Human Resources
Management in the PRC” and “2008 Special Award of Best Employer”. In addition, the Group also won the “2008
Charity Enterprise in the PRC” award for its concern over social responsibilities, its care for the general staff and its
active participation in social activities.
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BUSINESS REVIEW (continued)

The analysis of the Group’s revenue (continuing and discontinued operations) and profit contributions by principal
activities for 2008 together with the comparative figures for 2007 are as follows:

Revenue by activities 2008 2007
(RMB’000) Restated
Mineral resources 550,419 -
LCD 1,374,254 1,721,220
PCB 944,413 786,844
Luxurious timepieces 968,768 761,321
Hotel 103,249 -
Other businesses 135,971 87,825
Total 4,077,074 3,357,210
Profit/(loss) after taxation 2008 2007
(RMB’000) Restated
Mineral resources 205,408 (16,956)
LCD (69,777) 82,300
PCB 85,272 119,135
Luxurious timepieces 33,824 34,788
Hotel (75,066) -
Other businesses (220,898) 43,648
Total (41,237) 262,915
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BUSINESS REVIEW (continued)

Resources

The Group entered the mining resources industry, which was dominated by few market players and which is
delivering sustainable development, through its subsidiary CATIC Resources. In 2008, the turnover of the resources
business of the Group amounted to approximately RMB550,419,000, while profit after taxation was approximately
RMB205,408,000.

CATIC Resources, a subsidiary of the Group which serves as the management and development platform of
its agriculture-related resources business, recorded an increase in registered capital to RMB500 million during
the year and has also achieved outstanding performance in its businesses. During the year, CATIC Resources
completed the acquisition of the entire shareholding in CATIC Sanjia and at the same time actively proceeded with
the integration of mines. The annual production volume of potassium chloride has in total reached 250,270 tonnes,
while the maximum daily production volume was 1,322.68 tonnes. Under the influence of the economic crisis,
the price of potassium fertilizer was volatile during the year, but the overall fluctuation was smaller in comparison
with other industries and the price of potassium fertilizer has remained at a relatively high level. CATIC Sanjia has
benefited from the above development and attained outstanding performance during the year, with its turnover and
profit after taxation as at 31st December 2008 amounting to approximately RMB547,046,000 and approximately
RMB229,241,000 respectively.
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BUSINESS REVIEW (continued)

Resources (continued)

CATIC Sanjia has put great emphasis on the construction of infrastructures of mines in order to guarantee its
long term and sustainable development. During the year, CATIC Sanjia completed the construction of the 35 KV
electric power transmission line with a length of 78 km and the related facilities and has also commenced various
projects such as the deepening of the brine transportation system, the construction of new mining ditches, the
heightening of dyke and the cleaning of the magnesium chloride pool. Besides, CATIC Sanjia has also engaged
in the construction works of communication optical cables and the facilities for staff quarters and continued to
improve the infrastructures of the mining areas so as to lay a solid foundation for maintaining its existing capacity
and enhancing its capacity in the future.

In order to further its business development in the resources industry, build up the competitive strength of the
Group and give new impetus to business growth, CATIC Resources has accelerated its pace of resources
consolidation and implementation of plans of mergers and acquisition and continued to explore business
opportunities of other types of resources. During the year, CATIC Resources acquired 70% equity interest in
Kunming Dongchuan Heqi Phosphorus Chemical Industry Co., Ltd. (“He Qi Company”) and entered the phosphate
industry, which has long term investment value, through such transaction. In November 2008, He Qi Company
obtained an upgraded mining permit with an annual limit of 400,000 tonnes and this, as a result, has further
enhanced the reserves and production volume of resources of the Group.

In addition, CATIC Resources gave great weight to the interchange and integration of corporate culture, which is
essential to the smooth proceeding of various tasks after mergers and acquisition. It has also focused on grasping
business opportunities arising from the market and achieving breakthrough in key technologies on the basis of its
principal of self-innovation. Besides, the enormous resources put into the economic development of resources,
research and development of technologies of sustainable and integrated utilization of resources have also brought
about huge progress in terms of technical innovation.
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BUSINESS REVIEW (continued)

Resources (continued)
Gross Profit Margin

Annual RepOl’t 2008 igiﬁ%

2008
(RMB’000)

Sales revenue
Cost of sales
Gross profit

Gross profit margin

550,419
248,676
301,743
54.82%

Market Structure

Sales regions

2008

Jiangsu region
Hebei region
Xinjiang region
Shandong region
Sichuan region
Total

8%
84%
1%
6%
1%
100%

Product Structure

Product structure

2008

85# product
90# product
Total

93%
7%
100%

85# product represents products with a potassium chloride content of 54% in the market.
90#  product represents products with a potassium oxide content of 57% in the market.
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BUSINESS REVIEW (continued)

LCD

The Group carries out the research and development, design, production, sale and servicing of LCD and
LCM products through Tian Ma. The revenue of the LCD business of the Group for 2008 was approximately
RMB1,374,254,000 (2007: RMB1,721,220,000), representing a decrease of approximately 20.16% over the
previous year. The loss after taxation for the year was approximately RMB69,777,000 (2007: profit after taxation for
the year was approximately RMB82,300,000), representing a decrease of approximately 184.78% over the previous
year.

The unfavourable marco-economic factors such as the subprime crisis in the US and the appreciation of RMB, as
well as the global recession cycle of panel monitor industry, the substantial drop in demand and product prices,
have seriously impacted the LCD business of the Group and the relatively huge decline in profit has failed our profit
target. In order to mitigate the adverse effect of the external environment, Tian Ma has adhered to the strategy of
“technology-first, speed driven and personalized services” and continued to customize its product and optimize
its customer structure. Tian Ma has also focused on the development of new products and the abandonment of
certain low-end products and has built up a product mix which comprises mobile phones, MP3, GPS, wireless
phones, automobiles, digital photo frames and medical equipment. Besides, it has taken proactive initiatives in the
implementation of various marketing strategies, resulting in a 30% growth of sales of CSTN products as compared
with last year, while the increase in sales to major customers is most obvious. Other measures introduced to
overcome the prevailing economic challenges included better cost control, improvement in inventory turnover,
enhancement of our efforts in loan recovery and the establishment of strategic relations with suppliers in order to
attain better credit terms.

The construction work of the production line of 4.5 generation tube size thin film transistor liquid-crystal display
(“TFT-LCD”) of Shanghai Tianma Microelectronic Company Limited (“Shanghai Tianma”), a joint venture, has
completed at the end of March 2008 and such project has made significant progress after the trial production
undertaken throughout the year. During the year, Shanghai Tianma has basically completed its plan for the product
lines of mobile phones and GPS products. It has also formulated plans for other product lines and has successfully
acquired 8 large clients.

In order to further improve the industry chain and to form a conglomerate, the Group made investment in
establishing the 4.5G TFT-LCD production line of Chengdu Tian Ma and the 4.5G TFT-LCD and CF production
lines of Wuhan Tian Ma in October and November 2008 respectively. The establishment of these three TFT
production lines will have significant positive impact on maintaining rapid growth and enhancing competitiveness of
the Group’s LCD business.

During the year of 2008, Tian Ma obtained totally 14 patent application numbers and was awarded “Leading
Enterprise of Proprietary and Innovation Industry” by the People’s Government of Shenzhen, “Renowned Brand of
Shenzhen” by Shenzhen Top Brand Nomination Council (FIIEZ G EFEZ &), and “Energy Saving Beacon
Scheme Model Unit” (8fge B s st 2I/RE18E(7) by Shenzhen Science and Technology Association. The Shanghai
Tian Ma TFT-LCD Project has completed the design of 13 types of boards and around some 100 types of module
products. Shanghai Tian Ma has applied for 26 technological invention patents. It also engaged in the TFT-LCD
Engineering Laboratory Project of the National Development and Reform Commission and technological projects of
ministry committees such as the “863” Project Committee of the Ministry of Science and Technology of the PRC (E

KEHX BRI 863 ).
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BUSINESS REVIEW (continued)

Gross Profit margin

2008 2007 2006

RMB’000 RMB’000 RMB’000

Sales revenue 1,374,254 1,721,220 1,518,021
Cost of sales 1,215,184 1,448,550 1,255,681
Gross profit 159,070 272,670 260,819
Gross profit margin 11.57% 15.84% 17.20%

Market Structure

2008 2007 2006

PRC 29.19% 39% 40%
Hong Kong 51.61% 35% 30%
Europe and America 12.34% 14% 9%
Southeast Asia and others 6.86% 12% 21%
Total 100% 100% 100%

Product Structure

2008 2007 2006

Mobile phones 49.63% 43% 41%
Wireless phones 9.37% 11% 14%
Automobile appliances 8.30% 7% 8%
MP3 10.90% 15% 12%
Others 21.80% 24% 25%
Total 100% 100% 100%
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BUSINESS REVIEW (continued)

PCB

The Group carries out the production and sale of mid and high-end PCB products through Shennan Circuit, which
is mainly engaged in the high technology field such as telecommunication, medical services, automobile and
industrial control. The revenue of the PCB business of the Group for 2008 was approximately RMB944,413,000
(2007: RMB786,844,000), representing an increase of approximately 20.03% over the previous year. The profit
after taxation for the year was approximately RMB85,272,000 (2007: RMB119,135,000), representing a decrease
of approximately 28.42% over the previous year.

Despite the drastic increase in commodity prices and persistent rise in cost during the first half of the year, as well
as the gloomy market during the second half of the year, the Group endeavoured to extend its customer base and
committed itself for market development under its unswerving philosophy of “Customer Satisfaction”. The Group
has acquired a total of 25 new clients during the year, which helped laying a solid foundation for meeting the
challenges and operating in an adverse environment. The Group has also adjusted its product structure with a tilt
toward high-end products. The sales revenue of the high-end products with over 10 layers grew by 18% in 2008,
representing 64% of the total sales revenue. The Group successfully minimised the adverse effect resulting from a
decrease in product prices and an increase in fixed cost. Meanwhile, it has also strengthened its product research
and development, perfected its skills and techniques, further improved the product quality, enhanced its flexibility in
production and expanded its production capacity.

The Group’s high-end PCB project has been capable of delivering stable mass production since June 2008,
and has passed the ISO/TS16949 accreditation for the first time. During the year, the output value of the project
increased steadily. Various production and operation indicators had shown that the Group has had excellent
performance, and this represented a successful and smooth completion of the trial period of the project.

Shennan Circuit successfully filed 3 patents in 2008 and has a total of 17 patents as at the date hereof. Shennan
Circuit was named “Top 100 Shenzhen Enterprises 2007” and “First Group of Leading Enterprises of Proprietary
and Innovation Industry in Shenzhen”. The black-belt items of Shennan Circuit won the Outstanding Project
Award in the 3rd International Lean Six Sigma Conference. As a result of its due performance of its obligations on
environmental protection, Shennan Circuit was awarded “Pengcheng’s Leading Enterprise in Reduction of Waste
for the Year 2007” (2007 F E [ Be R EE1TE) | LB %), “Shenzhen’s Advanced Unit in Energy Conservation” (3|
T EPBeF& FE SC HE B8 i) and “Shenzhen’s First Group of Energy Saving Model Enterprises” (31|75 & #E &g R &5 10 2).
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BUSINESS REVIEW (continued)

Gross Profit Margin

2008 2007 2006

RMB’000 RMB’000 RMB’000

Sales revenue 944,413 786,844 572,236

Cost of sales 724,336 572,273 418,483

Gross profit 219,551 214,571 153,753

Gross profit margin 23.3% 26.87% 26.87%

Market Structure

2008 2007 2006

PRC 76.63% 79% 75%

Europe and America 13.35% 17% 14%

Southeast Asia and others 10.02% 4% 11%

Total 100% 100% 100%
Product Structure

2008 2007 2006

Telecommunications equipment 65.03% 63% 64%

Consumer electronic devices 2.61% 3% 5%

Others 32.36% 34% 31%

Total 100% 100% 100%
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BUSINESS REVIEW (continued)

Luxurious Timepieces

The Group carries out the manufacture of middle and high-end luxurious timepieces and chain sale of luxurious
timepieces through Fiyta, including R&D, design, production and sale of timepieces under its owned brand name
and operation of chain sale network for prestigious timepiece brands. In 2008, the revenue of the timepieces
business of the Group was approximately RMB968,768,000, representing an increase of approximately
27.25% over RMB761,321,000 for the previous year. The profit after taxation for the year was approximately
RMB33,824,000, representing a decrease of approximately 2.77% over RMB34,788,000 for the previous year.

Fiyta has adhered to its brand strategy and leveraging on the publicity that an astronaut of Shenzhou 7 has
successfully completed his mission of outer space stroll with an astronomical watch on his wrist, Fiyta has
enhanced its brand promotion, increased the brand value as well as accelerated its pace in the serialization and
standardization of products. Fiyta also successfully launched high-end Tourbillon watches, “Straight Life” series,
“The Heart of City” series and Shenzhou 7 watches. In 2008, the revenue, profit and gross profit margin of Fiyta
watch business increased as compared with last year. Meanwhile, in order to promote its brand image, Fiyta
has dedicated itself to rapidly and steadily expanding its proprietary brand sales network as well as adjusting its
adopted strategy to enhance risk control. During the year, Fiyta has established 9 additional sales branches and
the total number of brand stores have reached 12. It also successfully entered into overseas markets such as
Singapore, Malaysia, Canada, the US and Vietnam.

Harmony World Watch Center has been putting its “three-level sales and marketing strategy” into practice and has
perfected its customer management system. Such an initiative has greatly facilitated the operation of the Center
and extended its influence on the industry while gaining customers’ recognition. With the rapid expansion of its
sales network, brand promotion and strengthened ties with international timepiece groups and brands, Harmony
has recorded a substantial growth of sales revenue and profit. Currently, Harmony enjoys greatly improved position
and influence in the watch industry and solid cooperation relationship with various world-famous brands. In 2008, it
opened 12 new shops. As at the end of 2008, the total number of chain stores reached 79.

As at the end of 2008, Fiyta has completed and announced the amendments to 4 national standards and 17
industry standards. It has also participated in 4 working committees on the relevant international standards. In
2008, the “Chinese Manned Space Programmes — extra-vehicular activity spacesuit watches of Shenzhou 7”7 of
Fiyta had passed the scientific ratification. Fiyta had applied for 2 invention patents, 7 practical new design patents
(2 of which had been approved) and 1 design patent. Fiyta also won 3 CIDF awards (Gold Prize for its Folding
Tourbillon, Honorable Mention award for its Square Tourbillon and Best Design Team award for its Innovative
Design Department) and the Shenzhen City Technological Innovation Award.

82 CATIC SHENZHEN HOLDINGS LIMITED



Management Discussion and Analysis

BUSINESS REVIEW (continued)

Gross Profit Margin

Annual Report 2008 EREIRE

2008 2007 2006

RMB’000 RMB’000 RMB’000

Sales revenue 968,768 761,321 453,338

Cost of sales 675,422 523,714 306,412

Gross profit 380,004 237,607 146,926

Gross profit margin 36% 31.21% 32.41%

2008 2007 2006

The gross profit margin of Fiyta timepieces 65.06% 61.89% 51.52%

The gross profit margin of Harmony timepieces 24.78% 23.38% 21.95%
FINANCIAL REVIEW

Capital Structure

2008 2007

RMB’000 RMB’000

Restated

Total borrowings 5,965,713 3,725,844

Total liabilities 8,044,326 5,201,420

Minority interest 1,739,112 1,938,299

Shareholders’ equity 3,471,194 3,900,052

Total assets 11,515,520 9,101,472

Loan-to-equity ratio 344.42% 189.92%

Debt-to-equity ratio 464.43% 265.14%

Loan-to-equity ratio = total loans at the year end over shareholders’ equity at the year end

Debt-to-equity ratio = total liabilities at the year end over shareholders’ equity at the year end
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FINANCIAL REVIEW (continued)

Capital Structure (continued)

As at 31st December 2008, the Group had cash and cash equivalents totaling approximately RMB874,373,000
(2007: RMB1,306,698,000), which was mainly derived from the following sources:

° Cash and bank deposits at the beginning of the year; and
° Revenue from operations.

As at 31st December 2008, the Group had current borrowings totaling approximately RMB3,044,734,000 (2007:
RMB1,780,208,000), which carried interest rates ranging from 3.78% to 8.96% (2007: 2.5% to 8.75%) per annum,
and non-current borrowings totaling approximately RMB2,920,979,000 (2007: RMB1,945,636,000) with interest
rate of 7.05% (2007: 7.08%) per annum.

Capital expenditure of the Group in 2008 amounted to approximately RMB2,132,301,000, of which approximately
RMB1,254,586,000 was applied to the purchase of production equipment for the TFT-LCD and LCD operations
and the construction of staff dormitory, approximately RMB206,883,000 was applied to the purchase of production
equipment for the PCB operations, approximately RMB39,754,000 was applied to the purchase of production
equipment for the timepieces business and opening new Harmony chain stores, approximately RMB215,781,000
was applied to the hotel and lease operations, approximately RMB414,563,000 was applied to the acquisition of
production equipment and mining rights for the resources business and the construction works relating to office
and living facilities and mining areas and approximately RMB734,000 was applied to other projects.

Liquidity and Capital Resources

The Group’s capital expenditure for 2009 is estimated to be approximately RMB709,806,000, of which
approximately RMB28,066,000 will be used for the purchase of production equipment and the construction of staff
dormitory for the LCD business, approximately RMB514,000,000 will be applied to Wuhan Tian Ma and Chengdu
Tian Ma, approximately RMB28,202,000 will be used for the purchase of production equipment and land used
for production and the construction of new production plant for the PCB business, approximately RMB6,455,000
will be used for the renovation of parking lot and guest rooms of Guangdong International Building, approximately
RMB47,752,000 will be used for the construction of office and living facilities of CATIC Sanjia and as land premium
of Xiaojiawan, and approximately RMB85,331,000 will be used for other projects. The proposed capital expenditure
is expected to be financed by bank borrowings, bank deposits and the cash generated from the Group’s
operations.

BUSINESS PROSPECTS

As the impact of the global financial crisis triggered by the US sub-prime mortgage crisis has been affecting the
world economy, it is expected that the global economy in 2009 will be full of uncertainties and extensive pressure
will be exerted on the development of PRC’s economy. The domestic manufacturing industry has been greatly
affected by the financial crisis, and substantial adjustment in the short run is expected. However, as the PRC
government has proactively implemented different measures to boost the economy, and the persistent migration
of international high-end technology manufacturing industry to the PRC, the flat panel display, PCB and high-end
consumer products industries, in which the Group engages, still enjoy the potential for further development. Being
less vulnerable to the cyclical effect, the resources segment of the Group will continue to contribute a significant
growth to the Group. In 2009, the renovation of Guangdong International Building has commenced with the aim of
increasing the value of the property and increasing the operating profit, but such project has an adverse effect on
the overall profitability of the Group in the short term.
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BUSINESS PROSPECTS (continued)

With the rapid growth in recent years, the Group has already established a diversified open structure with its well-
established business scale and strong asset basis to meet the challenges from the volatility of the economic cycle.
In 2009, in response to the external environment and internal development, the Group will continue to maintain
the stability and growth of its core businesses and adopt the strategy of “excellent operation, risks control,
products upgrade and expeditious action”. The Group will continue to promote the unparalleled operation, enhance
product competitiveness, strengthen cash flow management and risks control, accelerate its pace of products
modification and upgrade, and build up its core competitiveness with its leading technology, brand and sales
channel. Meanwhile, the Group is also prepared to establish its research and development platform and to achieve
technology upgrade and breakthrough, so as to make itself a supplier of high technology products.

In 2009, the Group will adopt a brand-new and open mindset to achieve the followings for attaining a steady overall
development: enhancing the quality of various operational and management tasks, improving the management
and control over investee enterprises, promoting the functionality and efficiency of the board of directors and
professional committees, continuing to promote social responsibilities, promoting scientific and management
innovation, and strengthening the foundation work with respect to strategic management, IT infrastructure, financial
management, risk control, strategic human resources management, brand building and corporate culture and
system development.

Resources

The resources business is characterised by low cyclicality, and is therefore less exposed to economic volatility
and capable of mitigating the adverse effect of cyclicality. On one hand, in view of the support of the Chinese
government’s policies to agricultural development and the development of the chemical fertilizers industry, together
with the structural change in planting, it is expected that the demand for chemical fertilizer from the agricultural
industry will maintain a steady growth during 2009. On the other hand, in order to strengthen its control over the
prices of chemical fertilizers, the Chinese government has implemented certain policies such as ex-factory price
caps and ad valorem duty imposed on exports and has opened the Chinese chemical fertilizers market to foreign
investment pursuant to its undertaking made to WTO. The opening of the market has made China’s chemical
fertilizers enterprises face the competition from international peers.

Suffering from the global financial crisis, the consumption of potassium fertilizers in the PRC has reduced in 2008
and the prices of potassium fertilizers fluctuated accordingly. However, the recent international oil price rise has
led to an increase in demand for the planting of biofuel. This helps revitalize and support the prices of potassium
fertilizers. Meanwhile, as the international supply of potassium fertilizers has been dominated by a few suppliers
and such suppliers has promptly reduced their production to maintain the price, it is not very probable that the
prices of potassium fertilizers will drop significantly and the prices are expected to maintain at a relatively high level.
Phosphorus business enjoys long-term investment value and is currently at the stage of business integration and
the value of phosphorus will be reflected in its price. With the rise in the demand for phosphorus fertilizers in 2009,
the profitability of the industry will improve significantly and it is also expected that the price of phosphorus minerals
will increase drastically with the privileges under the favourable policies offered to the phosphorus chemical
enterprises.

The Group’s CATIC Sanijia is the second largest producer of potassium chloride in China. CATIC Sanjia will rely on
Mahai Salt Lake to become an enterprise which enjoys strong resources. In 2009, CATIC Sanjia intends to have
an annual output of 250,000 tonnes of potassium chloride and complete the plan for the new production line so as
to fully accelerate the progress of the capacity expansion project. The Group will speed up the implementation of
various technology improvement projects and continuously enhance the quality and quantity of potassium fertilizer
products in order to maximise the use of the resources of Mahai Salt Lake. In addition, it will continue to optimize
the management and strengthen its cost control. On the basis of its effective analysis of the changes in supply
and demand relations in the potassium fertilizer market and the market-oriented approach on operating costs,
the Group will apply management tools such as Balance Scorecard and Lean Six Sigma to adjust and control
costs incurred in each process. The Group will also strengthen its financial management and will be committed
to diversifying the sources of income and reducing expenditure in order to raise the capital utilisation efficiency.
In the meantime, the Group will continue to adhere to its people-oriented approach in management in building up
its corporate culture. It is expected that the potassium fertilizer business will make a positive contribution to the
Group’s 2009 annual results.

In 2009, the Group’s resources business will fully utilise the prevailing favourable opportunities to maximise its
output within its limited capacity. The Group, on the basis of CATIC Sanjia, will expand steadily, further integrate
resources of potassium mines, seek expansion opportunities of other types of resources and reserve quality
resources in the future, so as to establish the Group’s competitive edge in the agriculture-related resources industry
and create new growth points for its business.
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BUSINESS PROSPECTS (continued)

LCD

It is expected that the growth rate of the global LCD market in 2009 will drop to 7.4% from 8.2% in 2008,
amounting to USD110 billion, of which small and medium size products will account for approximately 21% of the
market. TFT-LCD products will still be the mainstream in the LCD market, accounting for over 95% of the market.
The market share of CSTN will gradually shrink while that of TN/STN will maintain its existing level. The Group will
keep a close eye on the falling demand in the international market and the intense competition in product prices.

In 2009, the Group’s LCD monitor business will still focus on small and medium size display products and will
procure the transformation of clientele and product portfolio with the aim of becoming a leading supplier for major
international clients, increasing the share of industrial products and uplifting the added values of the products.
Meanwhile, the Group will maintain the stability of the production lines as well as our edges in quality, enhance
the efficiency and quality of product development, reduce the time lag for product delivery and enhance the profit
margin with an effort to become one of the top suppliers for the targeted market segment.

The Group will launch its tailor-made products and introduce model supermarket for the 4.5G TFT-LCD product
line in Shanghai to find itself a share in the major clients’ market and extend the share of sales from strategic clients
through focused approaches including Design-In-House and ODM. The Group targets to lower the operation cost
via internal design, procurement and manufacture, as well as to further increase the yield rates of our products and
extend our market share.

The Group will take advantage of its advanced technology and the support from the local governments to facilitate
the development of Chengdu and Wuhan TFT projects, and build up Tian Ma’s leading role and domination in the
global and small and medium size TFT industry, as well as to ensure continuous and stable profitability.

PCB

Under the economic crisis, it is expected that a decline in global demand for PCB will be witnessed in 2009, and
some manufacturers have been merged or have failed. However, this has provided more opportunities for the
remaining stronger manufacturers. Since upstream raw material prices has decreased by approximately 18% from
its peak in 2008, and further decrease is expected in 2009, it is likely that material costs for PCB will be effectively
reduced. With the drive propelled by the launch of 3G communications in China, market order for downstream
communications equipment has increased substantially. Furthermore, the market demand for aviation, military,
medical and industrial products and motor electronics is relatively stable, boosting the Group’s PCB business.

The Group’s PCB business has received substantial volume of orders relating to 3G communications equipment.
In addition, adjustment and enlargement of client portfolio have seen encouraging progress. On the bases of the
large number of high-end premium clients acquired last year, the Group will continue to extend its share of sales to
strategic clients and maintain a stable and quality operation. In 2009, the Group will take the initiative in pursuing
excellence in operation and perfecting management with a view to reducing costs, enhancing product quality and
improving resource utility rate via rationalizing inter-departmental procedures. The Group will strengthen its capacity
in the research and development of new products and promote the establishment of new business in addition to
its market expansion, as well as to provide suitable services for related products in order to add values for our
clients. Meanwhile, the Group will also pay attention to environmental protection, perform its obligation on social
responsibilities, and maintain its position in the high-end product market.
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BUSINESS PROSPECTS (continued)

Luxurious Timepieces

The global economic recession has brought certain impacts to the luxurious timepiece industry, yet the function of
value preservation and enhancement of such products stands out during bleak times. Asia currently accounts for
over 60% of the global consumer market for timepieces and China and Japan are the largest markets. The Group
holds a prudent and optimistic view over the prospects of the luxurious timepieces market based on its judgment
on China’s long-term economic development and the characteristics of the luxurious timepieces industry. In recent
years both the volume and value of the timepieces imported to China have grown. While the low-end market is
shrinking, the high-end market continues to expand, turning the general consumption pattern from price-oriented to
value-oriented, which coincide with the Group’s development of its timepieces business.

In 2009, Fiyta will uphold its priority over liquidity, efficiency and scales of economies to allocate its resources
rationally which is in conformity with its branding strategy so as to further enhance the brand value and added value
of Fiyta, as well as to promote the product serialization and standardization. It will pursue excellence in operation
and maintain stringent cost control to facilitate liquidity. Fiyta will also adjust its development and operation
strategies as and when appropriate, consolidate and optimize the existing network, and reduce financial exposure
in order to enhance overall profitability.

With regard to the renowned timepieces chain sales business, the Group aims to establish the largest and most
valuable renowned timepieces chain network and to achieve rapid breakthrough of the business. With such aims,
the Group will further foster the promotion and marketing of the Harmony commercial and retail brand, optimise the
chain stores network, adhere to the capital and efficiency-oriented principles in the process of network expansion
in order to effectively minimise the operating risks. The Group will also further implement its three-level sales and
marketing strategy, maintain and expand its VIP customer base, protect and develop the resources of timepieces
with renowned brands and carry out professional and healthy operation. Further, the Group will standardise its
financial and treasury management to achieve quality and efficient operation.

RYTHREMBHERAT 87



Management Discussion and Analysis
Annual Report 2008 ERERE

SOCIAL RESPONSIBILITIES

Go beyond business

Bring social responsibilities into line with corporate interests

The Group is well aware of its role as a corporate citizen. We believe that the value of an enterprise should not
merely hinge on the delivery of sound economic rewards to shareholders, but should also be reflected in the
provision of quality products and services to the customers in the daily operation. Being a corporate citizen, an
enterprise should procure the success of its staff with their interests protected while growing together with the
customers and endeavour to promote the development of the society to attain not only a well coordinated but also
a sustainable corporate, social and environmental growth through its efforts in conserving and protecting resources.
An enterprise could only achieve perfection from excellence and become a strong household enterprise respected
by the society and its staff with its obligations to different interested parties fulfilled.

In early 2008, the Group approved the “CATIC Shenzhen’s Guidelines of the Comprehensive Implementation of
Humanized Management” and the “CATIC Shenzhen’s Guidelines of Taking Up Social Responsibilities”, which
clearly provides that it is the crucial and strategic goal for the Group to take the initiative in assuming the social
responsibilities and to implement a humanized approach in management.

Our mission

Our all-out effort is targeted to ensure the rapid and sustainable development of the enterprise, while dedicated
ourselves to fulfill our corporate social responsibilities in a pragmatic approach by creating value for our customers,
providing a platform to our staff for them to unlock their potential, and making contribution to the aviation industry
and the society.

Employees Cus

Shareholder.

Shenzhen

. Social
~ Development

Resources

Our philosophy: out of the ordinary and to pursue excellence

Our vision: to make CATIC Shenzhen a top and strong household enterprise respected by the society and its staff
with concerted effort.

Our core values: people-oriented, aggressiveness and harmony
Our code of operation: integrity, professionalism, cooperation and innovation

Our responsibility

Staff relations

As the asset to the Group, human resources are second to none as the assets of. With such a philosophy in mind,
we will fully respect the interests and needs of our staff and create an ideal environment where our management
team and staff could interact and communicate effectively and where staff can fully reveal their talents and enjoy
the huge room of development. Besides, the Group has formulated and introduced the training program to nurture
successor and established a talent pool for senior positions, while at the same time focused on the training and
development of managers of different levels of the Group for the purpose of establishing a training and qualification
recognition system for staff from senior, middle and junior management. This will create the necessary conditions
for our staff to develop and enhance the value of the enterprise and our staff concurrently.

Customers relations

Integrity, honesty and the fair business development are the basic philosophy for our operations while fairness,
impartiality and equality are underlying principles for purchase. We insist on providing quality products and services
to customers, and are committed to grow with our customers with our interests in common. Our practices
fully demonstrate our belief that a responsible enterprise is always the most reliable partner in any commercial
environment.
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SOCIAL RESPONSIBILITIES (continued)

Our responsibility (continued)

Shareholders relations

Only through the persistent enhancement of profitability could we bring about regular rewards to our shareholders
and better fulfill various social responsibilities. Catic Shenzhen will timely disclose critical information on operation
such as financial, operation approaches and strategies to shareholders and corporate investors on legal and fair
basis in order to enhance its communication with shareholders and improve its transparency of its operations.

Corporate governance

Abiding by laws, regulations and commercial ethics and applying stringent management over operation risks have
always been our focus of concern. We spare no effort to establish and improve the structure of governance of the
Company and improve the transparency of operation with the aim of facilitating, and enhancing the efficiency of,
the decision making process.

Government relations

Besides fulfilling various social responsibilities, it is also vital for an enterprise to strengthen its communication
and cooperation with the government and set up a smooth communication mechanism with the government
with respect to social responsibility, as the support and assistance of the government are essential for the better
fulfillment of different social responsibilities.

Resources and environment

To better protect the environment, establish a resources-conserving and environmental friendly enterprise and
realize the target of harmonious co-existence of enterprise and the nature, the Group will continue to strictly comply
with the laws and regulations on environmental protection, endeavor to minimize the environmental impact from the
use of energy and resources and avoid any pollution caused by its business activities. In addition, we will undertake
all-round cooperation with stakeholders for developing a scientific and efficient approach in environmental
management for combating complicated and thorny environmental problems.

Social development and us

Technical innovation is the impetus for the sustainable and rapid development of an enterprise and it is also where
our core competitiveness lies. The Group will continue to allocate huge resources on technical innovation and
achieve business development through organic growth and actively promote the development and progress of the
society.

We believe that the ultimate value of an enterprise lies on its position for rewarding the society and as an integral

part of the society, an enterprise should contribute itself to the community welfare and care and support the
minority through charity, while sharing the economic achievements with the society.
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SOCIAL RESPONSIBILITIES (continued)

Social responsibilities assumed in 2008
Cultivating a team of elites

The Group launched 3 training programs for middle-rank managers and 4 for junior managers, entertaining
235 employees in total in 2008.

The Group organized internal seminars including the “seminar series on CATIC Shenzhen’s pursuit of
excellence in management” (i FIYI|F i 2 HEZ 25 :EE), and large scale functions with speeches
delivered by guest speakers including Dr. Zhang Yuyan (38 3%) of Chinese Academy of Social Science, Mr.
Zhou Haihong (J&/&%), Dean of China Conservatory, Mr. Wu Jianmin (2E), a renowned diplomat, and
Mr. Peter Yam ({£87%), the former president of Greater China, Emerson Electric Co.

The Group worked with the Euro-China International Business College to offer advanced courses which are
helpful to the middle and senior officers of the Company for operations and the topics cover “Implementation
of strategies”(Bi#& & Iir), “Strategies for developing leadership” ($83& /7% & 8 #%) and “corporate governance
and programs on board of directors” (R GLAEME S € HI2).

In October 2008, we were awarded the “2008 Top 100 Enterprise in Human Resources Management in the
PRC” (20087 Bl & {£100 A T &R ).

In October 2008, in addition to the “2008 Top Enterprise of Human Resources Management in the PRC”,
the Group was also awarded two major individual awards namely “Best Human Resources Strategy” (&£ A
1B RB RS R EF) and “Best Corporate Training” (SfE{> 55312 ).

The Group was awarded the “2008 Special Merit for the Best Employer in China” (/1 B & {18 = 1 5l 55 &2 59).

The Group was awarded the “2008 Outstanding Corporate in the Prevention of Industrial Injury” (ZZZ )\ T
1BTEN D).

Technology innovation to propel the evolution of the society

90

In 2008, a total of 14 patent products of Tian Ma were issued patent application numbers, of which three
were invention patents and eleven were practical new design patents. Two papers on technologies were
published on national publications, 33 items of Tian Ma received awards in technology products awards,
and 175 technology reports were issued.

In August 2008, Tian Ma was awarded as the outstanding corporation in self-innovation industry (8 3= 2|37
1TEBEBENE) by Shenzhen Municipal Government.

Tian Ma developed technology samples of the integrated wide view-angle semi reflexive non-crystalline
silicon IC and the active matrix display. It also undertook the responsibilities for technical innovation with
respect to the national TFT-LCD Engineering Laboratory Project of the National Development and Reform

Commission, and the “863” project commissioned by Ministry of Science and Technology of the PRC.

In December 2008, Shanghai Tianma was recognized as a high-tech enterprise in Shanghai.
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SOCIAL RESPONSIBILITIES (continued)
Social responsibilities assumed in 2008 (continued)
Technology innovation to propel the evolution of the society (continued)

FIYTA had won 3 major CIDF awards, including a gold prize of innovative product designs for the Reversal
Tourbillon Watches, an Honorable Mention award for Square Tourbillon Watches, and the Design Teamwork
Award to the Innovative Design Department.

FIYTA FZK-601 clock controlled system received the “Shenzhen Innovation in Science and Technology
award” (FII T RHL 83 4%) with a prize of RMB200,000.

In October 2008, FIYTA’s “Chinese Manned Space Programmes — extra-vehicular activity spacesuit watches
of Shenzhou 7” was ratified for scientific achievement, and applications for 2 invention patents, 7 practical
new design patents and 1 appearance patent have been filed with respect to its technology, structure and
design and 2 practical new design patents have already been granted.

In December 2008, Shennan Circuit received the recognition of “National High-tech Enterprise” (B 5 4% & #1

B %)

During 2008, 3 patent applications filed by Shennan Circuit were approved. As at the date hereof, the
Company owns 17 patents.

Becoming a pioneer in environmental protection

In May 2008, Shennan Circuit was awarded the “Pengcheng’s Leading Enterprise in Reduction of Waste for
the Year 2007” (2007 F Z [ Bt Gl EE1T8) | S %) by Shenzhen Environment Protection Bureau.

In June 2008, Shennan Circuit was awarded the outstanding unit in energy conservation.

In September 2008, Shennan Circuit entered into a “Green sourcing cooperation agreement for enterprises
in Shenzhen” (FEIIITH D4k BB A /B E) with Shenzhen Environment Protection Bureau.

In September 2008, Shennan Circuit was among the other 19 enterprises to be listed in the “Shenzhen’s
i b, —

First Group of Energy Saving Model Enterprises”(F3IIT & #L &1 R &3> %) issued by Shenzhen Bureau of
Trade and Industry.

In October 2008, Tian Ma was awarded the model unit of the “Energy Saving Beacon Scheme” (FIE &5 5
).
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SOCIAL RESPONSIBILITIES (continued)

Social responsibilities assumed in 2008 (continued)
Care and responsibility for the community

92

Faced the pressure from deepening global financial crisis and the sluggish domestic economy, CATIC
helped stabilize employment by avoiding layoffs or wages reduction for existing employees. Meanwhile, the
Group hired a total of 700 fresh university graduates during 2008, and planned to hire another 600 during
2009.

In March 2008, Catic Shenzhen established the “Caring Fund” (B /0E4& @) for providing relief to the
Group’s employees and others in need. The caring fund has helped a total of 24 staff members of the
Group who are in particular financial difficulties with a total amount of RMB499,000 donated by the end of
2008. Furthermore, the fund sponsored a total of RMB1,000,000 for the construction of the Binjiang primary
school in Yilong county, Sichuan Province (PU)|[{g&Re/& T/ ).

In early 2008 when Southern China was hit by snowstorms, Catic Shenzhen promptly made arrangements
on the Chinese New Year for staff members who stayed in Shenzhen and at the same time offered support
to the affected areas.

All the leaders and the staff members of Catic Shenzhen took the initiative in making donations in money
and in materials to the areas affected by the 5.12 Wenchuan Earthquake. Catic Shenzhen donated millions
of RMB (including considerations for the goods purchased) in the rescue.

In August 2008, Catic Shenzhen’s caring fund recruited 80 volunteers to support teaching in remote areas
such as Longnan, Gansu province for a term of one year.

In October 2008, Catic Shenzhen’s caring fund contributed funds to rebuild Wenxian Second Middle School
(38— ) in Gandsu province.

At the end of 2008, Catic Shenzhen was awarded the “Social donation award for Shenzhen capitalists 2007~
(2007 FE R/ YA AN B+ & 18 L 4%) and “Charity donation award for the 5.12 Wenchuan Earthquake” (5.1253)|
K EzE=188)48) by Shenzhen Association of Listed Companies in acknowledgement of the Company’s
efforts and outstanding performance in uplifting the fortune-ethical standard in 2006 and 2007.

In December 2008, China’s Charity Award, the most respected award in China’s philanthropy, was revealed
in the Great Hall of the People in Beijing, and Catic Shenzhen was awarded as the “Most Caring Domestic
Corporation” (R EE LAE R E) by the Ministry of Civil Affairs in the PRC. The laurel in the China’s Charity
Award reflects that Catic Shenzhen’s commitment to its social responsibilities and its devotion to social
benevolence is fully recognized.
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EXECUTIVE DIRECTORS

Mr. Wu Guang Quan, aged 47, is a senior accountant and has an MBA of Tongji University. Mr. Wu is currently
the general manager of CATIC Shenzhen Company (“Shenzhen CATIC”), the chairman of the Company, the
chairman of the board of directors of Tian Ma and Fiyta, both of which are subsidiaries of the Company and are
listed on the Shenzhen Stock Exchange, as well as Shennan Circuit, certain subsidiaries of Shenzhen CATIC and
Shenzhen Rainbow Department Store Holdings Co. Ltd. (“Rainbow Department Store”). Mr. Wu joined Shenzhen
CATIC in 1982 and the Group in 2003. Mr. Wu has extensive experience in finance, administration and operation
management. Mr. Wu has been appointed as an executive Director since 2003.

Mr. Lai Wei Xuan, aged 45, a senior accountant with a master level postgraduate degree, is currently the
secretary of Shenzhen CATIC, the general manager of Rainbow Department Store and a director of Tian Ma, Fiyta,
Shennan Circuit and CATIC Real Estate (a listed Company in the Stock Exchange of Shenzhen and an associate of
Shenzhen Catic). Mr. Lai joined Shenzhen CATIC in 1983 and the Group in 2004. Mr. Lai has extensive experience
in finance and operation management. Mr. Lai has been appointed as an executive Director since 2004.

Mr. Sui Yong, aged 51, a senior accountant, is a graduate of engineering administration of the Beijing University of
Aeronautics and Astronautics. Mr. Sui is currently the chief accountant of Shenzhen CATIC, a director of Tian Ma,
Fiyta, Guangdong International Building and CATIC Real Estate. He joined Shenzhen CATIC in 1992 and the Group
in 1997. Mr. Sui has long been engaged in corporate finance with extensive experience in financial management.
Mr. Sui has been appointed as an executive Director since 2000. He has been appointed as the general manager
of CATIC Resources Company since 2007.

Mr. Cheng Bao Zhong, aged 46, is a senior economist and has a doctor’s degree of Tongji University of the
PRC. Mr. Cheng is currently the vice president of Shenzhen CATIC and a director of CATIC Resources Company
and Shenzhen Maiwei Cable TV Equipment Co. Ltd. (“Maiwei”). He joined Shenzhen CATIC in 1993 and the Group
in 2004. Mr. Cheng has extensive experience in business and administration management. Mr. Cheng has been
appointed as an executive Director since 2006.

Mr. Liu Rui Lin, aged 41, is a senior engineer. He has a master’s degree of engineering of Huazhong University
of Science and Technology. Mr. Liu is currently a vice president of Shenzhen CATIC and a director and the general
manager of Tian Ma. He joined Shenzhen CATIC in 1992 and the Group in 1997. Mr. Liu has extensive experience
in technology and business administration. Mr. Liu has been appointed as an executive Director since 2003.

Mr. Xu Dong Sheng, aged 43, is a senior engineer. He has an MBA of Tongji University. Mr. Xu is currently a vice
president of Shenzhen CATIC and a director and the general manager of Fiyta. He joined Shenzhen CATIC in 1992
and the Group in 1997. Mr. Xu has extensive experience in business and administration management. Mr. Xu has
been appointed as an executive Director since 2003.

Mr. You Lei, aged 40, is a senior engineer. He has an MBA of Tongji University. Mr. You is currently a vice
president of Shenzhen CATIC, an authorized representative of the Company, the managing director of Shennan
Circuit and a director of Tian Ma. He joined Shenzhen CATIC in 1991 and the Group in 1997. Mr. You has
extensive experience in business and administration management. Mr. You has been appointed as an executive
Director since 2003.

Mr. Wang Bao Ying, aged 45, is a senior engineer. He has an MBA of Southern California University for
Professional Studies (SCUPS). Mr. Wang is currently the deputy general manager of CATIC Resources Company
and a director of CATIC Resources Company and Fiyta. He joined Shenzhen CATIC in 1997 and the Group in
2004. He had been the vice general manager of CATIC Real Estate and the manager of the corporate strategy and
management department of Shenzhen CATIC. Mr. Wang has extensive experience in enterprise management. Mr.
Wang has been appointed as an executive Director since 2005.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Poon Chiu Kwok, aged 47, has a master degree in international accounting, a postgraduate certificate in
laws, a bachelor degree in laws and a bachelor degree in business studies. Mr. Poon is currently an executive
director of Huabao International Holdings Limited, a company listed on the Stock Exchange of Hong Kong. He is a
member of the Hong Kong Securities Institute (“HKSI”) and Professional Education Committee of HKSI, the Institute
of Chartered Secretaries and Administrators and the Hong Kong Institute of Chartered Secretaries. Mr. Poon has
extensive experience in finance and securities regulations has been working in the regulatory field and commercial
and investment banking. Mr. Poon served as an independent non-executive director of FEEE/REBE HRR AT,
a company listed on the Stock Exchange of Hong Kong, from February to August 2006. Mr. Poon currently serves
as an independent non-executive director of Tsingtao Brewery Company Limited. He has been appointed as an
independent non-executive Director since 2004.

Ms. Wong Wai Ling, aged 48, received a bachelor degree of arts from The University of Hong Kong and a
postgraduate diploma in accounting and finance from the London School of Economics and political science,
University of London in the United Kingdom. Ms. Wong is a fellow member of Hong Kong Institute of Certified
Public Accountants and The Association of Chartered Certified Accountants. She has 20 years of extensive
experience in accounting, taxation and auditing. She had worked for more than seven years in major international
accounting firms and major local accounting firms before she set up her own accounting firm in Hong Kong in
1994. Since then, she has been practicing as a certified public accountant. Ms. Wong is also an independent non-
executive director of two Hong Kong listed companies — Galaxy Semi-Conductor Holdings Limited and Overseas
Chinese Town (Asia) Holdings Limited. She has been appointed as an independent non-executive Director since
19th March 2008.

Mr. Liu Xian Fa, aged 55, is a senior engineer and a part time professor of Nan Kai University of the PRC. He
is the head of the Macroeconomic Research Centre of China Development Institute of Shenzhen, the PRC and
the guest researcher of China Society for Research on Economic System Reform. His major fields of studies are
marco-economics, finance and capital market. Mr. Liu studied at the economics department of Nan Kai University
of the PRC and graduated in 1982. Mr. Liu has been appointed as an independent non-executive Director since
2004.

Mr. Eugene Liu, aged 44, holds an MBA of the University of Oregon, the US and obtained a bachelor’s degree in
commerce from the University of Manitoba, Canada. Mr. Liu is a member of American Institute of Certified Public
Accountants and Hong Kong Institute of Certified Public Accountants. He is qualified to practice as a Certified
Value Consultant under the by-laws of The International Association of Consultants, Valuers and Analysts. Mr.
Liu joined RSM Nelson Wheeler in 2000. He has more than ten years of experience in assisting companies to list
their shares on both the Main Board and Growth Enterprise Market of The Stock Exchange of Hong Kong Limited.
Mr. Liu has been appointed as an independent non-executive Director since 2003. On 17th March 2008, Mr.
Eugene Liu resigned as an independent non-executive Director as well as members of the audit committee and
remuneration committee of the Company due to a potential conflict of interests.
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NON-EXECUTIVE DIRECTORS

Mr. Wang Bin Bin, aged 58, graduated from Beijing University of Aeronautics and Astronautics. He is currently the
vice director of the Assets & Enterprises Administration Department of Aviation Industry Corporation of China. Mr.
Wang has extensive experience in the management of securities. Mr. Wang has been appointed as a non-executive
Director since 1997.

Mr. Li Cheng Ning, aged 44, engineer, graduated from the University of Electronic Science and Technology of
China. He is currently the manager of the Department of Corporate Management of CATIC International Holdings
Limited. Mr. Li has substantial experience in corporate management, investment management and investment
analysis. Mr. Li has been appointed as a non-executive Director since 2005.

SUPERVISORS

Mr. Huang Gao Jian, aged 53, is a senior engineer of administration and a graduate from Huazhong Normal
University (ZErhEf&0 K E2), Mr. Huang is currently a vice president of Shenzhen CATIC. He joined Shenzhen CATIC
in 1991 and the Group in 2004. He served as the vice general manager of a subsidiary of Shenzhen CATIC. Mr.
Huang has extensive experience in administrative management. He has been appointed as a supervisor of the
Company since 20086.

Mr. Chen Gang, aged 53, a graduate of Wuhan University with a master’s, degree in law, is currently a practising
lawyer in the PRC and a senior partner in GuangDong J.TONGUE Law Office (B & E 2 EFR). He has been
appointed as a supervisor of the Company since 2000.

Mr. Sheng Fan, aged 52, is an accountant served as and a graduate in finance and economics of Zhengzhou
Institute of Aeronautical Industry Management (Z5J1{ffi 25 T 2 & 32 Ep57). He is currently the manager of the Audit
and Supervision Department of Shenzhen CATIC. He joined Shenzhen CATIC in 1989 and the Group in 2005. He
served as the general manager of a subsidiary of Shenzhen CATIC. Mr. Sheng has extensive experience in financial
management. He has been appointed as a supervisor of the Company since 2006.

COMPANY SECRETARY

Mr. Zeng Jun, aged 41, holds an MBA of Peking University. He joined Shenzhen CATIC in 1993. He served as the
managing director of a subsidiary of Shenzhen CATIC. Mr. Zeng has extensive experience in capital operation and
administration management and was one of the joint secretaries of the 1st board of directors of the Company. In
2004, Mr. Zeng rejoined the Company and has been reappointed as a joint secretary of the Company.

QUALIFIED ACCOUNTANT

Ms. Lin Mei, aged 35, holds a bachelor’s degree from Shenzhen University. She is a certified public accountant
in the PRC, a chartered certified accountants in the United Kingdom and a chartered accountants in Canada
and has around 12 years of experience in the fields of accounting and audit. She is familiar with the accounting
standards and systems in places such as the PRC, Hong Kong, Canada and the US and had served in
PricewaterhouseCoopers in the PRC and KPMG in Canada in the fields of accounting, audit and management. She
has been appointed as the qualified accountant of the Company since 14th November 2008.

Mr. Chan Chun Wai, aged 37, holds an MBA of Manchester Business School of Britain. He is a certified public
accountant and a member of CPA Australia and Hong Kong Institute of Certified Public Accountants. He has
extensive experience in audit and commercial finance. Mr. Chan has been appointed as the qualified accountant of
the Company since 2005. He has resigned as the qualified accountant of the Company on 10th November 2008
due to his personal development.
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CORPORATE GOVERNANCE

Throughout the financial year ended 31st December 2008, the Company has complied with all the code
provisions of the Code on Corporate Governance Practices (the “Code”) set out in Appendix 14 of the
Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The Company has also directed its daily activities in strict compliance with various
established corporate governance systems and reviewed from time to time its operations and management
behaviors, enhanced its corporate governance standards on a continuous basis, ensured a stable
development of the Company and strived for the enhancement of shareholder value.

CORPORATE GOVERNANCE STRUCTURE

Shareholder’s

General Meeting

Supervisory
Committee

Board of

Directors Remuneration Committee

Audit Committee

Management

1. Shareholders and General meetings
The Company treats all shareholders equally and ensures that all shareholders have the rights to
be informed of and to make decisions on material matters relating to the Company. The Company
ensures that all shareholders, in particular the medium and small shareholders, are treated equally
and may fully exercise their rights. Any shareholders of the Company are prohibited from any insider
dealings with any insiders of the Company or any act that may jeopardize the interests of the
Company and the shareholders.

- Shareholders’ General Meeting
Details of convening, holding and procedures of the shareholders’ general meeting are set
out in section “(lll) Compliance with the Code on Corporate Governance Practices and Other
Information”. Details of the important matters considered in the general meetings are set out in
the “Report of the Directors”.

- Substantial Shareholders
Being the substantial shareholder of the Company, Shenzhen CATIC holds 58.60% of the
Company’s shares as at 31st December 2008. Shenzhen CATIC is CATIC International
Holdings Limited’s wholly-owned subsidiary in Shenzhen. CATIC International Holdings Limited
is Aviation Industry Corporation of China’s wholly-owned subsidiary.
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CORPORATE GOVERNANCE STRUCTURE (continued)

1.

Shareholders and General meetings (continued)

- Substantial Shareholders (continued)
The Company’s businesses, assets, staff, organization and finance are separated from those
of the controlling shareholder, allowing the Company to have integral independence of its
business as well as autonomy over its operations. The controlling shareholder exercises
its right as a capital contributor strictly in accordance with the laws. There has been no
circumstance in which the controlling shareholder makes use of its special position to pursue
benefits that are beyond the entitlement of its legal rights.

Directors and the Board

The board is responsible for guiding the development of the Group, determining strategic goals of
the Group and monitoring the performance of the management. The major duty of the board is to
exercise its management and decision-making powers granted under the articles of association
or in general meetings in terms of the Company’s development strategies, management structure,
investment and financing, planning, financial control, human resources, etc. Details of the
responsibilities and powers of the board in terms of the Company’s development strategies and
management as well as its responsibilities and powers to supervise and monitor the Company’s
development and operation are set out in the articles of association of the Company.

The board of the Company comprises a total of 13 Directors, including 8 executive Directors, 2 non-
executive Directors and 3 independent non-executive Directors. In the 2005 annual general meeting
held on 13th June 20086, the election of all members of the new session of the board of the Company
was held and the fourth session of the board was formed. The term of the Directors is 3 years that
commenced from 13th June 2006 and will end at the 2008 annual general meeting of the Company
in 2009.

Details of the composition, members and operational procedures of the board are set out in section
“(l) Compliance with the Code on Corporate Governance Practices and Other Information”.
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Directors and the Board (continued)
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In 2008, the Company convened 21 board meetings. Details of the important matters discussed in
these meetings were set out in the “Report of the Directors”. The rate of attendance of the Board
meetings in 2008 was 95.2%. Details of attendance of board meetings and meetings of each special

committee were set out in the following table.

Attendance/number of meetings

Audit Remuneration
Directors Board Committee Committee
Executive Directors:
Wu Guang Quan (Chairman) 21/21 2/2
Lai Wei Xuan 21/21
Sui Yong 21/21 2/2
Cheng Bao Zhong 21/21
Liu Rui Lin 21/21
Xu Dong Sheng 21/21
You Lei 19/21
Wang Bao Ying 19/21
Non-executive Directors:
Wang Bin Bin 18/21
Li Cheng Ning 18/21
Independent Non-executive Directors:
Poon Chiu Kwok 21/21 3/3 2/2
Wong Wai Ling 1717 3/3 2/2
Liu Xian Fa 18/21 3/3 2/2
Eugene Liu 4/4 0/0 0/0

Independent non-executive Directors

- Independent Non-executive Directors

During the fiscal year ended 31st December 2008, the Company had 3 independent non-
executive Directors, namely Mr. Poon Chiu Kwok, Ms. Wong Wai Ling and Mr. Liu Xian Fa, of
which Ms. Wong Wai Ling is a qualified accountant with substantial experience in accounting
and financial matters. The Company has received the annual confirmation letters in respect
of their independence from each of the independent non-executive Directors pursuant to
Rule 3.13 of the Listing Rules. The Company considers that the independent non-executive
Directors are independent parties.

The independent non-executive Directors have been able to perform their obligations faithfully
and diligently in compliance with the relevant laws, regulations and the Listing Rules. The
independent non-executive Directors convened the Company’s audit committee meetings and
have participated in the board and its remuneration committee, and have given their opinions
on the decision-making of significant matters by making use of their professional knowledge
and experience. They have expressed their views on the standardized operation of the
Company and have conscientiously examined the connected transactions and capital dealings
with connected parties to ensure fairness and impartiality, expressing their independent
opinions and performing their duties independently. They have ensured that their acts are not
influenced by any substantial shareholders and de facto controllers of the Company or any
other units or individuals that have interests in the Company. The independent directors have
made active contribution to the protection of the interests of the Company as a whole and
the legitimate rights and interests of all shareholders, as well as the promotion of the healthy
development of the Company.
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2,

Directors and the Board (continued)

- Independent Non-executive Directors (continued)
During the reporting period, the independent non-executive Directors expressed no
disagreement on all matters regarding the Company.

External Auditor
The external auditor of the Company is PricewaterhouseCoopers. The amount of audit fee paid to the
external auditor for their audit services in 2008 amounted to RMB6,800,000.

Supervisors and the Supervisory Committee

The supervisory committee is accountable to all shareholders and exercises supervisory duty
independently in accordance with the laws. Financial monitoring is its core responsibility among all
of its specific duties. Besides, it is also responsible for supervising the due diligence of the Directors,
managers and other members of the senior management of the Company. They also safeguard the
Company’s assets, mitigate the Company’s financial and operational risks and protect the legitimate
interests of the Company and the shareholders.

In the 2005 annual general meeting held on 13th June 2006, the election for all members of the
supervisory committee of the Company was held and the fourth session of the supervisory committee
was formed, the term of which commenced from 13th June 2006 and will end at the 2008 annual
general meeting in 2009. The supervisory committee of the Company comprises of 3 supervisors.
During the reporting period the supervisory committee met twice to discuss the annual results for
2007 and interim results for 2008.

The Management
The operational procedures of the management are set out in section “(lll) Compliance with the Code
on Corporate Governance Practices and Other Information”.

Audit Committee

The board has established the audit committee to fulfill the functions of reviewing and monitoring the
financial reporting and internal control of the Company. During the reporting period, the committee
comprises all the independent non-executive Directors, namely Mr. Poon Chiu Kwok (as Chairman),
Ms. Wong Wai Ling and Mr. Liu Xian Fa. The independent non-executive Director Ms. Wong Wai Ling
is a qualified accountant with extensive experience in accounting and financial matters.

During 2008, the audit committee met three times (all members were present) to discuss the annual

results for 2007, the interim results for 2008 and certain other businesses. The effectiveness of the
Company’s internal control was also discussed in these meetings.
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CORPORATE GOVERNANCE STRUCTURE (continued)

6.

Audit Committee (continued)

Details of the documents reviewed by the audit committee while performing its duties to review the
interim and annual results as well as the internal control system and other duties stipulated in the
Code were set out in the “Report of the Supervisory Committee”.

The duties and operational procedures of the audit committee are set out in section “(lll) Compliance
with the Code on Corporate Governance Practices and Other Information”.

Please refer to the table of attendance records of board meetings and meetings of each special
committee in the “Corporate Governance Report” for the attendance records of the meetings held by
the audit committee.

Remuneration Committee

The board of the Company has established the remuneration committee. The committee members
comprise Mr. Wu Guang Quan (as Chairman), Mr. Sui Yong, Mr. Poon Chiu Kwok, Ms. Wong Wai
Ling and Mr. Liu Xian Fa, 3 of which are independent non-executive Directors.

The duties and operational procedures of the remuneration committee are set out in section “(ll)
Compliance with the Code on Corporate Governance Practices and Other Information”, resolutions
considered during the reporting period by the remuneration committee are set out in Remuneration
Committee Report.

Please refer to the table of attendance records of board meetings and meetings of each special
committee in the “Corporate Governance Report” for the attendance records of the meetings held by
the remuneration committee to discuss matters concerning remuneration.

Qualified Accountant

The qualified accountant provides recommendation and assistance to the board in respect of the
formulation and implementation of financial reporting, internal control and other procedures as a
reasonable basis for the board to make appropriate assessment in respect of the Group’s financial
position and prospect. The qualified accountant has to communication with the audit committee to
assist the committee in monitoring the formulation and implementation of such procedures. Besides,
the qualified accountant of the Company also provides assistance in financial aspect in respect of
the other aspects of corporate governance and material mergers and acquisitions. Ms. Lin Mei, the
qualified accountant of the Company, has obtain the qualifications as certified public accountant in
the PRC and chartered certified accountant in the United Kingdom, and has extensive experience in
the fields of accounting and finance.
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(1) COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES AND
OTHER INFORMATION

The following table set forth the Company’s status of compliance with the Code on Corporate Governance

Practices.
Code Provisions Complied  With deviation
Regular board meetings to be held at least 4 times a year, vo

approximately once every quarter. A regular board meeting does not
include the practice of obtaining board approval through circulation of
written resolutions.

All directors are given an opportunity to include matters in the agenda v
for regular board meetings.

Notice of at least 14 days shall be given of a regular board meeting.

All directors shall have access to the advice and services of the
secretary of the board.

Minutes of meetings shall be kept by the secretary of the board and v
open for inspection by any Director at any reasonable time.

Minutes of meetings shall record in sufficient detail the matters v
considered by the Directors and decisions reached at meetings.

Directors could seek independent advice under an agreed procedure at v
the Company’s expense.

If a substantial shareholder or a Director has a conflict of interest in v
respect of a material matter, the connected Director must abstain from

voting.

Roles of the chairman and the chief executive officer should be ("4®)

separate and clearly established and set out in writing.

The chairman should ensure all Directors be briefed on issues arising at v
board meetings.

The chairman should ensure that Directors receive adequate v
information in a timely manner.

Identify the independent non-executive Directors in all corporate v
communications.

Non-executive Directors should be appointed for specific terms, subject v
to re-election.

Directors appointed to fill casual vacancies should be subject to v
election by shareholders at the first general meeting after their
appointment. Each Director should be subject to retirement by rotation

at least once every 3 years.
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(1) COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES AND
OTHER INFORMATION (continued)

Code Provisions Complied  With deviation

Each new Director should receive an induction on the first occasion of 4
his/her appointment to ensure he/she has a proper understanding of

the business and operation of the issuer and of his/her responsibilities

under legal requirements and the regulatory policy.

Responsibilities of the non-executive Directors (as set out in Rule A.5.2 v
in Appendix 14 of the Rules Governing the Listing of Shares on The
Stock Exchange of Hong Kong Limited).

Each Director should ensure that he/she can give sufficient time to deal v
with the affairs of the issuer.

Directors must comply with the Model Code as set out in Appendix 10.

Meeting documents should be sent to the Directors at least 3 days
before the date of a board/committee meeting.

The management has the responsibility to provide sufficient information v
to the board and its committees in a timely manner so that the board

can make informed decisions. Each Director could have separate and

independent access to the Company’s senior management for making

further enquiries.

All Directors are entitled to have access to board papers and related v
materials. Steps must be taken by the issuer to respond as promptly
and fully as possible to queries raised by the Directors.

The issuer should establish the remuneration committee with a majority v
of members of the committee being independent non-executive

Directors.

The remuneration committee should consult the chairman or the chief v

executive officer about their proposals relating to the remuneration of
other executive Directors.

Responsibilities of the remuneration committee (as set out in Rule B.1.3 v
in Appendix 14 of the Rules Governing the Listing of Shares on The
Stock Exchange of Hong Kong Limited).

The remuneration committee should make available its terms of v
reference and be provided with sufficient resources to discharge its

duties.

The management will provide sufficient explanation and information to v

enable the board to make assessment of relevant matters.
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(1) COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES AND
OTHER INFORMATION (continued)

Code Provisions Complied  With deviation

Directors should acknowledge their responsibilities for preparing the v
accounts; there should be a statement by the auditors about their
responsibilities in their report.

The board should present a balanced, clear and comprehensible v
assessment of the Company’s performance in regular reports,
announcements on share price-sensitive information and other financial

information required to be disclosed.

Directors should conduct at least once a year a review of the v
effectiveness of the internal control system (including financial control,
operating control, compliance control and risk management functions).

Full minutes of the audit committee meetings should be kept by a duly v
appointed secretary of the meeting and should be confirmed by all
members of the committee.

A former partner of the existing auditors should not sit on the audit v
committee.

The terms of reference of the audit committee should be made v
available.

The Board should obtain opinions from the audit committee on the v

selection or removal of external auditors.

The audit committee should be provided with sufficient resources to v
discharge its duties.

When the board delegates aspects of its management and v
administration functions to the management, it must at the same time
give clear directions as to the authorities of the management.

The issuer should separately identify functions reserved to the board v
and those delegated to the management and conduct reviews on a
regular basis.

The board should specify clearly the terms of reference of the v
committees so that the committees can perform their duties properly.

The terms of reference of the committees should require them to report v
to the board their decisions and recommendations.

In respect of each substantially separate issue, a separate resolution v
should be proposed at a general meeting by the chairman of that
meeting.
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(v)

104

Code Provisions Complied  With deviation

The chairman of the board should attend the annual general meeting v

and arrange for the chairmen or members of the committees to be

available to answer questions at the meeting.

The procedures for voting by poll and the right of shareholders to v
demand voting by poll should be disclosed in the circular of the
shareholders’ general meeting. The chairman of a meeting and/or the

Directors who individually or collectively hold proxies should disclose

the votes represented by all proxies held by the Directors at the

meeting.
Ensure all votes casted are properly counted and recorded. v
The chairman of a meeting should explain the procedures for v

voting by poll and for raising questions by shareholders before the
commencement of the meeting.

@

Please refer to the table of attendance records of board meetings and meetings of each special
committee in the “Corporate Governance Report” for details of board meetings and the attendance
records the Directors.

As the Company is an investment holding company without any daily operating business, the position
of general manager is vacant. This does not have any adverse impact on the Company.

INVESTOR RELATIONS MANAGEMENT

Goals:

The Company’s work of investor relations management aims at helping the investors to have
acquaintance with the basic information of the Company and understand the Company’s operating
strategies in order to make their own rational investment decisions by comprehensively reporting
the Company’s operating results to the investors through various communication and interaction
channels. Meanwhile, the Company also identifies its own deficiencies with the help of the
recommendations and comments from investors and analysts in order to improve the operation of
the Company.

CATIC SHENZHEN HOLDINGS LIMITED



Corporate Governance Report

(Iv)

Annual Report 2008 ERERE

INVESTOR RELATIONS MANAGEMENT (continued)

Communication Channels:

During the year, the Company has endeavored to present the operating position and major events of
the Company as well as its improvement in terms of corporate governance to the investors through
various channels such as a press conference on results announcements, participation in different
investment seminars, telephone conferences, ordinary meetings with investors and visits by the
investors. The information disclosure hotline of the Company provided timely response to investors’
enquiries and requests by maintaining a high answering rate. For details of the Company’s assets
and operating status, investors may also visit the Company’s website (http://www.sch161.com/). The
Company also places great emphasis on annual and extraordinary general meetings, which serve as
important corporate activities for the board and the shareholders to communicate with each other.
Relevant members of the senior management and corporate governance personnel of the Company
have attended such meetings to answer direct enquiries from the shareholders.

Prospect

In the coming year, the Company will further strengthen its communication with the investors, the
communication channels and its information disclosure with a view to improving the investors’
understanding of our operating and management status. In addition, we aim at unremittingly
improving our operating and management efficiency by raising support and awareness from investors.
We would like to express our heartfelt appreciation to the investors who have given recommendations
to the Company through any channel.
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The board of directors (“the Board”) of the Company presents their report together with the audited financial
statements of the Company and its subsidiaries (together “the Group”) for the year ended 31st December 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the current principal activities of its
subsidiaries are set out in note 6 to the financial statements.

The Group is principally engaged in resources operations relating to agriculture, design, manufacture and sale of
certain industry and consumer electronic products and hotel and property operations. The major products and
services of the Group include potassium fertilizers, LCD, PCB, medium and high-end timepieces and hotel and
property operations.

Details of the contribution from each of the businesses to the profit attributable to shareholders of the Group for
the year ended 31st December 2008 are set out in the business review under the section “Management Discussion
and Analysis”.

SUBSIDIARIES

Information on the principal subsidiaries and associated companies of the Company is set out in note 13 and 14 to
the financial statements respectively.

GEOGRAPHICAL LOCATION OF MARKETS

Information on major markets of the Group is set out in note 6(b) to the financial statements.

RESULTS

Details of the Group’s results for the year ended 31st December 2008 are set out in the consolidated income
statement of the financial statements.

DISTRIBUTABLE RESERVES

As at 31st December 2008, the distributable reserves of the Group were approximately RMB341,886,000 as
reported in the statutory accounts prepared in accordance with generally accepted accounting principles in the
PRC.

RESERVES

Details of movements in the reserves of the Group and the Company during the year are set out in the statement of
changes in equity and note 26 to the financial statements.

DIVIDENDS
The Board did not recommend the payment of any final dividend for the year ended 31st December 2008 (final
dividend in 2007: nil).
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FIVE YEARS FINANCIAL SUMMARY
A summary of the Group’s operating results, assets and liabilities for the past five years ended 31st December
2008 is set out in the Financial Highlights in this annual report.

MANAGEMENT CONTRACTS
During the year, the Company has not entered into or maintained any contracts in respect of the management or
administration of its overall business or any major business.

MAJOR CUSTOMERS AND SUPPLIERS
The Group’s purchases from the five largest suppliers accounted for approximately 11% of the Group’s total
purchases for the year ended 31st December 2008. The largest supplier accounted for approximately 8.53% (2007:
approximately 9.92%) of the Group’s total purchases.

The Group’s five largest customers accounted for approximately 22% (2007: approximately 26.82%) of the Group’s
revenue for the year ended 31st December 2008. The largest customer accounted for approximately 11.07% (2007:
approximately 11.91%) of the Group’s revenue. As at 31st December 2008, the Company did not have any equity
interests in the Group’s five largest customers. None of the directors, connected person or shareholders who to the
knowledge of the directors, which have 5% or more equity of the Company, have any interests in the five largest
customers and suppliers of the Group.

INVESTMENT PROPERTIES
Details of major properties held for investment of the Group are set out in note 11 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in fixed assets of the Group during the year are set out in note 10 to the financial statements.

PLEDGED ASSETS
Information on the pledged assets of the Group for the year is set out in note 7, note 10 and note 11 to the
financial statements.

BANK LOANS
Information on the bank loans of the Group for the year is set out in note 27 to the financial statements.

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSITS
During the year ended 31st December 2008, the Company did not have any entrusted deposits or overdue term
deposits in any form.

TAXATION
Details of the Group’s taxation for the year are set out in note 37 to the financial statements.
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Pursuant to the relevant income tax laws of the PRC, the Group and its associates established in the Shenzhen
Special Economic Zone are subject to income tax at a rate of 18%, while companies established in other areas are

subject to income tax at a rate of 25%.

SUBSTANTIAL SHAREHOLDER

As at 31st December 2008, to the knowledge of the Directors or the chief executive of the Company, the following
parties (other than the Directors, supervisors or chief executive of the Company) had interests, or short positions
in the shares and underlying shares of the Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the Securities and Futures Ordinance (“SFO”) or had otherwise notified

to the Company:

Long positions in the shares:

Name of shareholder Capacity

Number
and class
of securities

Approximate
percentage of
the same class
of securities

Approximate
percentage of
total registered
share capital

Substantial Shareholders

China Aviation Industry Corporation Interest of

(FEMZETEEERAR) controlled
(Note 1) corporation

CATIC International Holdings Limited Interest of
(B R AT ZERER A R])  controlled

(Note 2) corporation
CATIC Shenzhen Company Beneficial owner

(PR ZEHEMNRINBRAT)

(Note 3)

395,709,091
domestic legal
person shares

395,709,091
domestic legal
person shares

395,709,091
domestic legal
person shares

100%

100%

100%

58.60%

58.60%

58.60%
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Number
and class

Approximate
percentage of
the same class

Approximate
percentage of
total registered

Name of shareholder Capacity of securities of securities share capital
Other Shareholders
Li Ka-Shing Interest of 15,156,000 5.42% 2.24%
controlled H shares
corporation and (Note 4)
founder of
discretionary
trusts
Cheung Kong (Holdings) Limited Interest of 15,156,000 5.42% 2.24%
controlled H shares
corporation (Note)
Li Ka-Shing Unity Trustee Trustee and 15,156,000 5.42% 2.24%
Corporation Limited beneficiary of H shares
a trust (Note)
Li Ka-Shing Unity Trustcorp Trustee and 15,156,000 5.42% 2.24%
Limited beneficiary of H shares
a trust (Note)
Li Ka-Shing Unity Trustee Trustee and 15,156,000 5.42% 2.24%
Company Limited beneficiary of H shares
a trust (Note)
FEREFEREEREFGRE QA Beneficial owner 17,632,000 6.31% 2.61%
H shares
Jiang Jian Jun (Note 5) Interest of 17,632,000 6.31% 2.61%
controlled H shares
corporation
Jiang Jian Jun Beneficial owner 6,810,000 2.44% 1.01%
H shares
Jiang Jian Jun Joint account 596,000 0.21% 0.09%
B oK 7R H shares
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SUBSTANTIAL SHAREHOLDER (continued)

Long positions in the shares: (continued)

Note:

M

China Aviation Industry Corporation (/1 Efizc T2 % E /A a]) owns 100% interest in CATIC International Holdings Limited
(B Ze M BRI AR B PR A7) which in turn owns 100% interest in Shenzhen CATIC. Hence it is deemed to be
interested in the shares held by Shenzhen CATIC.

CATIC International Holdings Limited owns 100% interest in Shenzhen CATIC. Hence it is deemed to be interested in the
shares held by Shenzhen CATIC.

Mr. Wu Guang Quan, Mr. Lai Wei Xuan, Mr. Sui Yong, Mr. Cheng Bao Zhong, Mr. Liu Rui Lin, Mr. Xu Dong Sheng, Mr.
You Lei and Mr. Wang Bao Ying, executive Directors of the Company, did not hold any shares of the Company nor any
equity interest in Shenzhen CATIC.

The above five references refer to the same equity interest of 15,156,000 H shares in the Company which comprises:

(A) 7,578,000 H shares held by Empire Grand Limited (“Empire Grand”), a wholly-owned subsidiary of Cheung Kong
Investment Company Limited, which in turn is a wholly-owned subsidiary of Cheung Kong (Holdings) Limited
(“CKH"); and

B) 7,578,000 H shares held by Hutchison International Limited (“HIL”) which is a wholly-owned subsidiary of
Hutchison Whampoa Limited (“HWL”).

Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-Shing, Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar Kai, Richard
is interested in one-third of the entire issued share capital, owns the entire issued share capital of Li Ka-Shing Unity
Trustee Company Limited (“TUT1”). TUT1 as trustee of The Li Ka-Shing Unity Trust, together with certain companies
which TUT1 as trustee of The Li Ka-Shing Unity Trust is entitled to exercise or control the exercise of more than one-
third of the voting power at their general meetings, hold more than one-third of the issued share capital of CKH. Certain
subsidiaries of CKH are entitled to exercise or control the exercise of more than one-third of the voting power at the
general meetings of HWL.

In addition, Li Ka-Shing Unity Holdings Limited also owns the entire issued share capital of Li Ka-Shing Unity Trustee
Corporation Limited (“TDT1”) (as trustee of The Li Ka-Shing Unity Discretionary Trust (“DT1”) and Li Ka-Shing Unity
Trustcorp Limited (“TDT2”) (as trustee of another discretionary trust (“DT2”)). Each of TDT1 and TDT2 holds units in The Li
Ka-Shing Unity Trust.

By virtue of the SFO, each of Mr. Li Ka-shing, being the settler and maybe regarded as the founder of each of DT1 and
DT2 for the purpose of the SFO, TUT1, TDT1, TDT2 and CKH is deemed to be interested in the aggregate 15,156,000 H
shares of the Company held by Empire Grand and HIL.

Jiang Jian Jun was interested by virtue of his 100% beneficial interest in ZR & EIREHEHR AT

SHARE CAPITAL

Details of the share capital of the Company are set out in note 24 to the financial statements.
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ISSUE, PURCHASE, SALE OR REDEMPTION OF SHARES

Pursuant to the special mandate granted in the 2007 annual general meeting and class meetings, the Board of
the Company repurchased H shares. In November 2008, the Company repurchased an aggregate of 3,644,000 H
shares in the Stock Exchange. As a result, the Company had a total share capital of 675,265,090 shares, in which
395,709,091 and 279,555,999 shares were domestic legal person shares and H shares respectively, representing
58.60% and 41.4% of the total share capital respectively as at 31 December 2008.

Price per share

Month of repurchase Number of Aggregate
in 2008 shares repurchased Highest Lowest price paid
November 3,644,000 $1.76 $1.74 $6,415,320

Between January and February 2009, the Company repurchased 1,780,000 H shares in the Stock Exchange. By
then, the Company has repurchased a total of 5,424,000 H shares. As a result, the Company had a total share
capital of 673,485,090 shares, in which 395,709,091 and 277,775,999 shares were domestic legal person shares
and H shares respectively, representing 58.76% and 41.24% of the total share capital respectively.

Price per share

Month of repurchase Number of Aggregate
in 2009 shares repurchased Highest Lowest price paid
January 330,000 $1.72 $1.71 $568,900
February 1,450,000 $1.68 $1.63 $2,409,620

Upon the completion of the repurchase of the above shares, the Company has completed the cancellation
procedures for the repurchased shares by 6 March 2009, while the application for amendments to the industry and
commerce registration is in progress. The Board made the share repurchase due to the current depressed prices
of the H shares and the fact that the overall market capitalization of the Company is lower than its intrinsic value
and in order to optimize capital structure, enhance financial performances and investors’ confidence and reflect the
market value and value of the Company.

Save as disclosed above, neither the Company nor any of its subsidiaries had issued, purchased or sold any of the
Company’s shares.

PRE-EMPTIVE RIGHTS

There is no provisions for pre-emptive rights under the Company’s articles of association and the laws of the
People’s Republic of China, which require the Company to firstly offer new shares to the existing shareholders to
purchase according to their respective proportions of shareholding.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

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

Executive Directors

Mr. Wu Guang Quan Chairman
Mr. Lai Wei Xuan

Mr. Sui Yong

Mr. Cheng Bao Zhong

Mr. Liu Rui Lin

Mr. Xu Dong Sheng

Mr. You Lei

Mr. Wang Bao Ying

Independent Non-executive Directors
Mr. Poon Chiu Kwok

Ms. Wong Wai Ling

Mr. Liu Xian Fa

Non-executive Directors
Mr. Li Cheng Ning
Mr. Wang Bin Bin

Each of the executive Directors has entered into a service contract with the Company. Unless otherwise specified,
terms of such contracts, which are identical in all material respects, are as follows:

(i) Each of the service contracts will expire at the conclusion of the 2008 annual general meeting to be held in
2009;

(if) The total annual basic salaries and allowances payable to the executive Directors is RMB7,873,000 (details
set out in note 34 to the financial statements); and

(i) Each of the executive Directors is entitled to a discretionary annual bonus determined by the Board based
on the Group’s remuneration policy.

The service contracts of the independent non-executive Directors Mr. Poon Chiu Kwok and Mr. Liu Xian Fa will
expire at the conclusion of the 2008 annual general meeting to be held in 2009.

Mr. Eugene Liu resigned as an independent non-executive Director and a member of the audit committee and
the remuneration committee of the Company with effect from 17th March 2008 due to a potential conflict of
interest. Ms. Wong Wai Ling has been appointed as an independent non-executive director and a member of the
audit committee and the remuneration committee of the Company by the Board on 19th March 2008. Her term
of appointment was effective from 19th March 2008 to the conclusion of the 2007 annual general meeting of the
Company. The appointment of Ms. Wong Wai Ling was ratified in the 2007 annual general meeting and the term
of office of Ms. Wong Wai Ling was extended to the conclusion of the 2008 annual general meeting to be held in
2009.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS (continued)

The total emolument payable to the aforesaid independent non-executive Directors is approximately RMB346,000
per annum (including: HKD300,000, equivalent to approximately RMB264,000) (details set out in note 34 to the
financial statements).

Each service contract of the non-executive Directors will expire at the conclusion of the 2008 annual general
meeting to be held in 2009. The total emolument payable to the non-executive Directors is RMB100,000 per
annum (details set out in note 34 to the financial statements).

No Director or Supervisor of the Company has a service contract with the Company which is not determinable by
the Company within one year without payment of compensation, other than statutory compensation.

PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

Profiles of the Directors and senior management are set out in the section of directors, supervisors and senior
management in this annual report.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN SHARES

As at 31st December 2008, to the best knowledge of the Directors and the chief executive of the Company, none
of the Directors or supervisors or chief executive of the Company is interested in the shares, underlying shares
or debentures of the Company and any of its associated corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which the Directors or supervisors or chief executives were
taken or deemed to have under such provisions of the SFO) or which are required to be entered into the register
maintained by the Company under section 352 of the SFO or which are required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
During the year ended 31st December 2008, none of the Company or any of its subsidiaries or its holding
company was a party to any arrangement to enable any of the Company’s Directors, supervisors or members of its
management to acquire benefits through the acquisition of shares in, or debentures of, the Company or any other
body corporate.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS

No contracts or arrangements of significance in relation to the Company’s business in which the Directors and
supervisors of the Company had material interests, whether directly or indirectly, subsisted at the end of the year or
at any time during the year.

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
Details of the emoluments of the Directors and supervisors are set out in note 34 to the financial statements.
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CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Mr. Eugene Liu resigned as an independent non-executive Director and a member of the audit committee and the
remuneration committee of the Company with effect from 17th March 2008 due to a potential conflict of interest.
Ms. Wong Wai Ling has been appointed by the Board as an independent non-executive director and a member of
the audit committee and the remuneration committee of the Company on 19th March 2008. Ms. Wong Wai Ling’s
term of appointment was effective from 19th March 2008 to the conclusion of the 2007 annual general meeting of
the Company. Ms. Wong Wai Ling’s appointment was ratified in the 2007 annual general meeting of the Company,
and it was confirmed that her term of office was extended until the conclusion of the 2008 annual general meeting
to be held in 2009.

Mr. Chan Chun Wai, the qualified accountant of the Company, resigned as the qualified accountant on 10th
November 2008 for dedicating himself to other personal development. Pursuant to the requirements of the Listing
Rules of the Stock Exchange of Hong Kong, the Board has appointed Ms. Lin Mei as the qualified accountant of
the Company on 14th November 2008.

EMPLOYEES AND REMUNERATION

As at 31st December 2008, the Group had approximately 11,084 employees (2007: 10,325 employees) with
employee related costs of approximately RMB564,612,000 (2007: RMB398,743,000). The Group formulated its
competitive remuneration policy based on market condition and individual employee’s performance.

SOCIAL INSURANCE SCHEMES
Details of the retirement fund scheme and health insurance scheme maintained by the Group are set out in note 36
to the financial statements.

SIGNIFICANT RELATED PARTY TRANSACTIONS
Up to 31st December 2008, particulars of significant contracts entered into between the Group and its controlling
shareholders or any of its subsidiaries are as follows:

1. Lease and Letting
Details of the leases entered into between the Group and Shenzhen CATIC’s related parties as at 31st
December 2008 are set out in note 45 to the financial statements.

2. Loans from Shenzhen CATIC to the Group’s subsidiaries
Details of the loans from Shenzhen CATIC to the Group’s subsidiaries as at 31st December 2008 are set out
in note 45 to the financial statements.

3. Guarantees provided by Shenzhen CATIC for the Group’s subsidiaries
Details of the guarantees provided by Shenzhen CATIC for the Group’s subsidiaries as at 31st December
2008 are set out in note 44 to the financial statements.

4. Details of other significant connected transactions of the Group during the year are set out under the section
of “OTHER SIGNIFICANT EVENTS”.
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INDEPENDENT NON-EXECUTIVE DIRECTORS’ CONFIRMATION IN RESPECT OF THE
CONNECTED TRANSACTIONS

The independent non-executive Directors of the Company have reviewed the above connected transactions and
confirm that the transactions have been entered into in the ordinary and usual course of business of the Company
on normal commercial terms and in accordance with the relevant agreement governing them, and such transactions
are fair and reasonable and in the interests of the shareholders as a whole.

CONTINUING CONNECTED TRANSACTION

1.

Continuing connected transaction - the service agreement entered into between Tian Ma and
CATIC Property

On 26th February 2008, Tian Ma, a subsidiary of the Company, entered into the first service agreement with
Shenzhen CATIC Property Management Company Limited (“CATIC Property”), pursuant to which CATIC
Property agreed to provide property management services to Tian Ma in accordance with the first service
agreement during the period of seven months from 1st March 2008 till 30th September 2008. Since the
first service agreement has expired on 30th September 2008, Tian Ma has entered into the second service
agreement with CATIC Property on 19th September 2008, pursuant to which CATIC Property agreed to
provide property management services to Tian Ma in accordance with the second service agreement during
the period of five months from 1st October 2008 till 29th February 2009. The aggregate service charges
under the first and second service agreements were RMBG6,941,666 and RMB4,958,333 respectively and
the total amount was RMB11,899,999.

Tian Ma is a subsidiary of the Company, while CATIC Property is a wholly-owned subsidiary of CATIC
Real Estate, which is an associate of Shenzhen CATIC. Shenzhen CATIC is the promoter and controlling
shareholder of the Company and according to Chapter 14A of the Listing Rules, CATIC Property is a
connected person of the Company, therefore, the service agreements entered into between Tian Ma and
CATIC Property constitute continuing connected transactions of the Company. The Company has complied
with the relevant reporting and announcement requirements under the Listing Rules.

Continuing Connected Transaction

The Directors entered into five separate agreements on 23rd October 2008, which included (1)
Concessionaire Framework Agreement entered into between Fiyta and Rainbow Department Store; (2) Hotel
Management Agreement entered into between Fiyta and Shenzhen CATIC Hotel Management Company
Limited (“CATIC Hotel”); (3) Property Management Agreement | entered into between Fiyta and CATIC
Property; (4) Property Management Agreement Il entered into between GIB Company and CATIC Property;
and (5) Property Management Agreement Ill entered into between Tian Ma and CATIC Property.

Fiyta entered into Lease I, Lease lll and Lease IV with CATIC RE Development on 28th May 2008, 28th May
2008 and 10th June 2008 respectively. Fiyta also entered into Lease | with CATIC Property on 1st September
2007.

Fiyta, Tian Ma and GIB Company are subsidiaries of the Company. Rainbow Department Store is an entity
controlled by Shenzhen CATIC. CATIC Property, CATIC Hotel and CATIC RE Development are subsidiaries
of CATIC Real Estate, which is a connected person of Shenzhen CATIC. Accordingly, Rainbow Department
Store, CATIC Property Management, CATIC Hotel Management and CATIC RE Development are connected
persons of the Company.
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CONTINUING CONNECTED TRANSACTION (continued)

2.
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Continuing Connected Transaction (continued)

The Concessionaire Framework Agreement, Hotel Management Agreement, Property Management Agreement
I, Property Management Agreement Il, Property Management Agreement Il and Lease Il, Lease lll and Lease
IV all constitute continuing connected transactions of the Company under Chapter 14A of the Listing Rules.
In particular, the Company has complied with the relevant reporting and announcement requirements under
the Listing Rules with respect to the Concessionaire Framework Agreement and Lease |l, Lease Il and Lease
IV. The Company has also complied with the relevant reporting and announcement requirements under
the Listing Rules with respect to the Hotel Management Agreement, Property Management Agreement I,
Property Management Agreement Il and Property Management Agreement Il and obtained the approval of
independent shareholders at the extraordinary general meeting held on 9th January 2009.

Continuing connected transaction - the property management service agreement entered into
between Guangdong Industrial Company and CATIC Property

On 31st October 2008, GIB Company, a non-wholly owned subsidiary of the Company, entered into the
property management agreement with CATIC Property, pursuant to which CATIC Property agreed to provide
property management services in Guangdong International Building to Guangdong International Company for
a period from 1st October 2008 to 31st December 2008. The total management fees under the Guangdong
International Service Agreement are RMB9,253,660.26.

CATIC Real Estate is a connected person of CATIC Shenzhen Company. CATIC Property is a connected
person of the Company under Chapter 14A of the Listing Rules, as such, the property management
agreement entered into between Guangdong International Company and CATIC Property constitutes a
continuing connected transaction of the Company. The Company has complied with the relevant reporting
and announcement requirements under the Listing Rules.

Subsequent connected transactions and continuing connected transactions

1. Shanghai Tianma Property Service Contract
Pursuant to the property service contract entered into between Shanghai Tianma and CATIC Property
Management (Shanghai Branch) on 23rd January 2009, CATIC Property Management agreed to
provide property management services to Shanghai Tianma. The aggregate fees under this contract
will not exceed RMB45,878,072.

Shanghai Tianma is a subsidiary of the Company. CATIC Property Management (Shanghai Branch) is
a branch of CATIC Property Management, which is a wholly-owned subsidiary of CATIC Real Estate.
CATIC Real Estate is an associate of Shenzhen CATIC, a promoter and the controlling shareholder
of the Company. The aforementioned contract constitutes a continuing connected transaction
under the Listing Rules. The Company has complied with the relevant reporting and announcement
requirements under the Listing Rules. For further details, please refer to the announcement of the
Company dated 23rd January 2009.

2. Renovation Contract in relation to GIB Company
On 13th February 2009, GIB Company entered into the renovation contract with ;&3 TR IE TR E
AR AR (“CATIC Building”) in relation to the modernization and renovation projects of GIB Company.
Pursuant to this contract, CATIC Building carried out demolition work for certain properties of GIB
Company. The aggregate fees under this contract will not exceed RMB3,700,000.
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CONTINUING CONNECTED TRANSACTION (continued)

Subsequent connected transaction and continuing connected transaction (continued)

4,

2.

Renovation Contract in relation to GIB Company (continued)

GIB Company is a non-wholly owned subsidiary of the Company. CATIC Building is a non-wholly
owned subsidiary of CATIC Property Management, which is a wholly owned subsidiary of CATIC
Real Estate. CATIC Real Estate is a non-wholly owned subsidiary of Shenzhen CATIC, which is a
promoter and the controlling shareholder of the Company. The aforementioned contract constitutes
a continuing connected transaction under the Listing Rules. The Company has compiled with the
relevant reporting and announcement requirements under the Listing Rules. For further details, please
refer to the announcement of the Company dated 16th February 2009.

Second Renovation Contract in relation to GIB Company

On 7th April 2009, GIB Company entered into the second renovation contract with CATIC Building
in relation to the modernization and renovation projects of GIB Company. Pursuant to this contract,
CATIC Building Facilities carried out demolition work for certain properties of GIB Company. The
aggregate fees under this contract will not exceed RMB2,600,000.

The second renovation contract also constitutes a continuing connected transaction under the Listing
Rules. The Company has compiled with the relevant reporting and announcement requirements
under the Listing Rules. For further details, please refer to the announcement of the Company dated
7th April 2009.

FOREIGN CURRENCY RISK

The Group has no significant foreign currency risk as the Group’s products are mainly distributed in the PRC and
overseas sales are mainly settled in US Dollar or HK Dollar.

CONTINGENT LIABILITIES

The Company provided a one-year guarantee for a loan of RMB575,000,000 and a long-term guarantee for
a loan of RMB70,000,000 in favour of Fiyta, a subsidiary of the Company, a one-year guarantee for a loan
of RMB40,000,000 in favour of CATIC Sanjia, a subsidiary of the Company, and a long-term guarantee for a

syndicated loan of RMB433,326,600 in favour of Shanghai Tianma, a subsidiary of the Company.

Tian Ma, a subsidiary of the Company, provided a long-term guarantee for a syndicated loan of RMB619,038,000

in favour of Shanghai Tianma.

MATERIAL LITIGATION

During the year, the Company did not have any material litigation or arbitration.
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OTHER SIGNIFICANT EVENTS

1.

118

Acquisition of shares of CATIC Real Estate and termination of the acquisition

On 21st January 2008, the Company entered into a share transfer agreement with CATIC Shenzhen
Company and Shenzhen CATIC City Development Limited (“CATIC City”), pursuant to which the Company
planned to acquire 45,835,127 and 15,942,619 A shares in CATIC Real Estate from CATIC Shenzhen
Company and CATIC City, respectively, representing approximately 20.62% and 7.17% of the issued
share capital of CATIC Real Estate, respectively, at the price of RMB20 per share. The total consideration
of the proposed share transfer was RMB1,235,554,920. The above consideration would be satisfied by
the allotment and issue of 146,620,034 and 50,998,164 domestic legal person shares (an aggregate of
197,618,198 domestic legal person shares) by the Company to CATIC Shenzhen Company and CATIC City,
respectively, at a price of HKD6.725 per share.

The proposed share transfer constitutes a major and connected transaction of the Company according to
the Rules Governing the Listing of Securities (the “Listing Rules”) on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). For further details, please refer to the announcement and the circular of
the Company dated 22nd January 2008 and 9th April 2008 respectively. The resolutions to approve the
proposed share transfer have been passed in the extraordinary general meeting and the class meetings held
on 27th May 2008.

Due to the dramatic global financial unrest at the time in which the China Securities Regulatory Commission
(the “CSRC”) was reviewing the proposal, the original conditions for the share exchanges contemplated
in the share transfer agreement have significantly changed. The parties to the share transfer agreement
considered that, in the current situation, it was not in the interest of the parties to proceed with this
transaction, and as the share transfer agreement has not taken effect and has not been executed yet, all
the parties agreed to terminate the share transfer agreement in writing after negotiation. On 11th November
2008, the Company entered into a termination agreement with CATIC Shenzhen Company and CATIC City,
pursuant to which none of the parties was required to pay any penalty or compensation to any other party in
respect of the termination of the share transfer agreement. Accordingly, the parties thereto have agreed that
the share transfer agreement was terminated with immediate effect.

For further details, please refer to the announcement of the Company dated 11th November 2008.

Acquisition of equity interest in CATIC Sanjia

On 21st January 2008, CATIC Resources entered into acquisition agreements with CATIC Investment
Company, Mr. Yang Yong Gang and Qinghai Province Leng Hu Tiantian Potash Company Limited (“Tiantian
Potash Company”), respectively, pursuant to which CATIC Resources acquired 60%, 30% and 5% equity
interest in CATIC Sanjia from CATIC Investment Company, Mr. Yang Yong Gang and Tiantian Potash
Company at a consideration of RMB330,000,000, RMB165,000,000 and RMB27,500,000 respectively,
being RMB522,500,000 in aggregate (the “Acquisition of 95% Equity Interest in CATIC Sanjia”).

The Acquisition of 95% Equity Interest in CATIC Sanjia constitutes discloseable and connected transactions
of the Company according to the Listing Rules. For further details, please refer to the announcement and the
circular of the Company dated 21st January 2008 and 3rd April 2008 respectively. The resolution approving
the Acquisition of 95% Equity Interest in CATIC Sanjia was duly passed in the extraordinary general meeting
held on 19th May 2008 and the Acquisition of 95% Equity Interest in CATIC Sanjia was completed on 23rd
May 2008.
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OTHER SIGNIFICANT EVENTS (continued)

2.

Acquisition of equity interest in CATIC Sanjia (continued)

On 20th June 2008, CATIC Resources entered into an acquisition agreement with Tiantian Potash Company,
pursuant to which CATIC Resources has conditionally agreed to acquire 5% equity interest in CATIC Sanjia
from Tiantian Potash Company at a consideration of RMB125,000,000 (the “Acquisition of 5% Equity
Interest in CATIC Sanjia”). The Acquisition of 5% Equity Interest in CATIC Sanjia constitutes a discloseable
transaction under the Listing Rules. For further details, please refer to the announcement and the circular
of the Company dated 24th June 2008 and 15th July 2008 respectively. The resolution approving the
Acquisition of 5% Equity Interest in CATIC Sanjia was duly passed in the extraordinary general meeting held
on 1st September 2008.

Upon the completion of the above acquisitions, the Company held 100% equity interest in CATIC Sanjia.
Further details please refer to the announcement and the circular of Company dated 24th June 2008 and
15th July 2008 respectively. The resolution of the acquisition of 5% equity interest in CATIC Sanjia was duly
passed in the extraordinary general meeting held on 1st September 2008.

Issuance of new shares by Fiyta

On 2nd June 2008, the board of directors of Fiyta, a non-wholly owned subsidiary of the Company,
proposed to issue not less than 30,000,000 and not more than 50,000,000 Fiyta new shares to a limited
number (not more than 10) of institutional or individual investors (the “Fiyta Issue Proposal”). The Fiyta Issue
Proposal constitutes a material dilution in the percentage of the Company’s equity interest in Fiyta and a
deemed disposal as well as a discloseable transaction of the Company.

For further details, please refer to the announcement and the circular of the Company dated 3rd June 2008
and 10th June 2008 respectively. The Company has passed the special resolutions in respect of the Fiyta
Issue Proposal in the extraordinary general meeting, H shares class meeting and domestic shares class
meeting held on 25th July 2008 to approve the Fiyta Issue Proposal. The proposal is still subject to the
approval by the CSRC.

Extension of mandate and withdrawal of application for the issuance

The Company has passed resolutions to grant to the Board the specific mandate to issue not more than
200,000,000 H shares (the “New H Shares”) and not more than 150,000,000 domestic shares in the
extraordinary general meeting and the class meetings held on 10th September 2007. The term of the
specific mandate expired on 9th September 2008. On 8th July 2008, the Board resolved to convene the
extraordinary general meeting and the class meetings to extend the term of the mandate granted to the
Board to issue the New H Shares, which represented not more than 29.46% of the total issued share capital
of the Company as at 9th July 2008.

For further details, please refer to the announcement and the circular of the Company dated 9th July 2008
and 24th July 2008 respectively. The resolutions approving the extension of the mandate for the issuance of
the New H shares were duly passed in the extraordinary general meeting and the class meetings held on 9th
September 2008.
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Extension of mandate and withdrawal of application for the issuance (continued)

The outbreak and spread of the global financial crisis has resulted in the financial turbulence and economic
recession around the world. Although the Company has obtained the approvals from the State-owned Assets
Supervision and Administration Commission of the State Council and the National Council for Social Security
Fund the People’s Republic of China for the new issuance and has also made an application to the CSRC
for approval, the current bleak market condition is unfavourable for the issuance of additional shares. The
Company has applied to withdraw the application in respect of the issue of foreign-listed H shares and their
listing on the Hong Kong Stock Exchange for the interests of all shareholders as a whole.

For further details, please refer to the announcement of the Company dated 27th March 2009.

Formation of a joint venture by Tian Ma - Chengdu Tian Ma

On 22nd July 2008, Tian Ma, a non-wholly owned subsidiary of the Company, entered into a joint venture
agreement (the “Joint Venture Agreement”) with Chengdu Hi-Tech Investment Group Co., Ltd. and Chengdu
Industrial Investment Group Co., Ltd., pursuant to which the parties conditionally agreed to establish a
joint venture company to engage in the investment, construction and operation of production lines of
4.5 generation tube size thin film crystal liquid-crystal display (“TFT-LCD”) in Chengdu Hi-Tech Industries
Development Zone. The registered capital of the joint venture company is RMB1.2 billion. Tian Ma wiill
contribute RMB360,000,000 and will hold 30% equity interest of the joint venture company. After duly
incorporated pursuant to the Joint Venture Agreement, the joint venture company will be considered as a
subsidiary of the Company. On the same day, Tian Ma entered into a supplemental agreement, pursuant
to which Tian Ma will enter into share transfer agreement(s) to acquire in aggregate 70% equity interest
in the joint venture company from Chengdu Industrial Investment Group Co., Ltd. and Chengdu Hi-Tech
Investment Group Co., Ltd. within 5 years from the date of incorporation of the joint venture company on
certain conditions.

The Joint Venture Agreement and the supplemental agreement constitute a very substantial acquisition of
the Company. For further details, please refer to the announcement and the circular of the Company dated
25th July 2008 and 9th October 2008 respectively. The resolution approving the formation of the joint
venture company by Tian Ma was duly passed in the extraordinary general meeting held on 26th November
2008.

Formation of a joint venture by Tian Ma — Wuhan Tian Ma

On 11th October 2008, Tian Ma, a non-wholly owned subsidiary of the Company, entered into a joint
venture agreement (the “Joint Venture Agreement”) with Hubei Science & Technology Investment Company,
pursuant to which the parties conditionally agreed to establish a joint venture company. The joint venture
company is principally engaged in the investment, construction and operation of production lines of tube size
thin film crystal liquid-crystal display and the ancillary color filter (the “TFT-LCD Business”). The registered
capital of the joint venture company is RMB1,600,000,000. Tian Ma will contribute RMB160,000,000 and
will hold 10% equity interest in the joint venture company, while Hubei Science & Technology Investment
Company will contribute RMB1.44 billion and will hold 90% equity interest.

The Joint Venture Agreement constitutes a discloseable transaction of the Company under the Listing Rules.

For further details, please refer to the announcement and the circular of the Company dated 13th October
2008 and 31st October 2008 respectively.
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7.

Application for extension of mining rights

He Qi Company, a domestic company incorporated in the PRC with limited liability, legally holds the mining
rights to A Wang Bai Long Tan (FiBT 5 §8)&) phosphorite mine (the “Mine”) in Dong Chuan District, Kun Ming
City, Yunnan Province. On 31st July 2008, CATIC Resources entered into an agreement of cooperation
with Mr. Yang Qi, Mr. Li Zhi Jian and Mr. Li Yi Lin to acquire an aggregate of 70% equity interest in He Qi
Company. He Qi Company became a non-wholly owned subsidiary of the Company upon the completion of
the acquisition.

He Qi Company made an application to the Department of Land and Resources of Yunnan Province for an
extension of mining rights of phosphorite in the Mine on 28th April 2006. The application has been approved
by the Department of Land and Resources of Yunnan Province on 24th October 2008. The Department of
Land and Resources of Yunnan Province will proceed with the issuance of a new mining operation permit
to He Qi Company upon its payment of the mining fees in the aggregate sum of RMB57,172,335, and the
Board approved the payment of the above mining fees on 25th November 2008.

The application for the extension of mining rights constitutes a discloseable transaction of the Company
under the Listing Rules. For further details, please refer to the announcement and the circular of the
Company dated 25th November 2008 and 12th December 2008 respectively.

Repurchases of H shares

Pursuant to the special mandate granted in the 2007 annual general meeting and class meetings, the
Board of the Company has repurchased H shares. In November 2008, the Company repurchased a total
of 3,644,000 H shares. From January to February 2009, the Company repurchased 1,780,000 H shares.
As at the date hereof, the Company has repurchased a total of 5,424,000 shares H shares. The Company
has completed the cancellation procedures for all the above repurchased shares on 6th March 2009, while
the procedures for altering its registration at the State Administration of Industry and Commerce is still in
progress.

For further details, please refer to the circular dated 29th April 2008.

SUBSEQUENT EVENTS

Modernization and Renovation of Guangdong International Building

On 21st January 2009, the Board of the Company resolved to modernize and renovate the properties of
a subsidiary, GIB Company. The Board considers that the current condition of Guangdong International
Building is outmoded and has incurred substantial maintenance costs. The modernization and renovation
project will increase occupancy, income and business value, reduce the operation costs and maintain the
competitiveness of Guangdong International Building. Based on the budget, it is estimated that the total
costs for the project will not exceed RMB250,000,000 and the project is expected to be completed in March
2010.

The modernization and renovation project constitutes a discloseable transaction under the Listing Rules. For
further details, please refer to the announcement of the Company dated 21st January 2009.
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COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions of the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Listing Rules throughout the financial year ended 31st December 2008.
During the period, the Company has introduced remedial measures and systems pinpointing existing drawbacks in
order to further improve its internal control.

DEALINGS OF SHARE

The Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules has been adopted as a code for securities transactions for directors and supervisors of the Company. The
Company, having made specific enquiries to its directors and supervisors, confirmed that, throughout the financial
year ended 31st December 2008, all directors and supervisors have complied with the criteria laid down in the said
code for securities transactions by directors.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL STATEMENTS

The Board of the Company has established an audit committee in compliance with the Listing Rules to fulfill the
functions of reviewing and monitoring the financial reporting and internal control of the Company. Members of the
audit committee currently consist of all the independent non-executive Directors, namely Mr. Poon Chiu Kwok,
Ms. Wong Wai Ling and Mr. Liu Xian Fa. The audit committee of the Company has reviewed and confirmed the
Company’s results announcement and financial statements for the twelve months ended 31st December 2008.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board of the Company has obtained written confirmations from all independent non-executive Directors
concerning their independence in accordance with Rule 3.13 of the Listing Rules of the Stock Exchange of Hong
Kong. The Directors believe that the incumbent independent non-executive Directors are independent based on the
guidelines set out in rule 3.13 of the Listing Rules of the Stock Exchange of Hong Kong.

PUBLIC FLOAT
Based on the publicly available information and to the best knowledge of the Board of the Company, the Company
has maintained sufficient public float as at the date of this annual report.

AUDITORS

On 10th May 2007, PricewaterhouseCoopers (“PwC”) has been appointed as the auditors of the Company to fill
the vacancy left by the termination of Deloitte Touche Tohmatsu (“Deloitte”) (For further details, please refer to the
2006 annual report of the Company). A resolution will be submitted to the forthcoming annual general meeting to
re-appoint PwC as auditors of the Company.

By Order of the Board
Wu Guang Quan
Chairman

Shenzhen, 17th April 2009
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REPORT OF THE AUDIT COMMITTEE
The audit committee of the Company comprises Mr. Poon Chiu Kwok, Ms. Wong Wai Ling and Mr. Liu Xian Fa and
is chaired by Mr. Poon Chiu Kwok.

During the year 2008, the audit committee, a subcommittee of the Board of the Company, performed its duties in
strict compliance with the Code on Corporate Governance Practices as set out in Appendix 14 to the Listing Rules
under leadership of the Board of the Company and has effectively monitored the Company’s financial incomes and
expenses and its operating activities for the year 2008. It has reviewed the Company’s financial statements and
interim and annual reports, as well as supervised the internal control and information disclosure of the Company,
and enhanced its communication with the auditor to ensure that they have imposed effective supervision on the
Company’s operation management.

Report on the performance of duties by the audit committee:

° The audit committee had a timely understanding to the operations of the Company, its controlling companies
and its subsidiaries.

° The committee has oversaw the quality of internal auditing and the disclosure of financial information
pursuant to the requirements of the Listing Rules for the issuers. It has also reviewed the interim and annual
financial statements prior to the submission to the Board, and communicated closely with the auditor to
reach a consensus in all material aspects of the audit report.

° The committee has examined the completeness of the Company’s financial statements and interim and
annual reports’ and reviewed the major opinions in respect of financial reporting of financial information set
out in the financial statements.

° The committee has acted as the major representative for the communications between the issuer and
external auditor pursuant to the best practice of the Code on Corporate Governance Practices and was
responsible for monitoring their relationship. It has also reviewed and examined the independence of the
external auditor and the effectiveness of the audit procedures in accordance with the applicable standards.

° The committee has reviewed the implementation of the Internal Reporting System for Major Events and
Connected Transactions issued by the Company in October 2008.

° The committee has assisted the Company in performing a self-inspection on the compliance and
effectiveness of the Company’s internal control procedures in respect of the questions listed in the Directors’
Compliance Checklist issued by the Stock Exchange of Hong Kong, and provided relevant recommendations
on the internal improvements to be made by the Company in regard to the compliance matters.

° The committee has undertook the responsibilities for providing guidance in respect of internal control, and
considered and approved the working plan for internal auditing for the year 2008.
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AUDIT COMMITTEE REPORT (continued)

The audit committee conducted three meetings during the year of 2008, at which the audit committee had
reviewed the audited financial statements of the Group for 2008. The details of the audit committee meetings are as
follows:

Subcommittee
Members

Number of meetings held 3

Date of meetings held

Audit Committee
Poon Chiu Kwok, Wong Wai Ling, Liu Xian Fa

10th April 2008

25th August 2008
16th December 2008

Proposals considered 1.
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The Proposal to Review the Interim Financial Report and the Interim
Report on Consolidated Results of the Company for 2008

The Proposal to Review the Corporate Governance and the Internal
Control of the Company for the First Half of the Year

The Proposal to Review the Auditor’'s Report, Results Announcement
and Report of Directors of the Company for 2008

The Proposal to Review the Profits Appropriation Proposal of the
Company for 2008

The Proposal to Review the Compliance of the Connected
Transactions of the Company

The Proposal to Review the Enhancement of Corporate Governance
and Internal Control of the Company
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The remuneration committee of the Company comprises Mr. Wu Guang Quan, Mr. Sui Yong, Mr. Poon Chiu Kwok,

Ms. Wong Wai Ling and Mr. Liu Xian Fa and is chaired by Mr Wu Guang Quan.

During 2008, the remuneration committee of the Company has reviewed the remuneration policy and the payment
method for the Directors and senior management. It has also made an assessment on the disclosure of the
remuneration of the Directors, supervisors and senior management in the Company’s annual report and was of the
opinion that the remuneration standard set for the directors, supervisors and senior management by the Company
was in compliance with the relevant requirements of the Stock Exchange and the Company’s remuneration policy

and the remuneration disclosures were true and accurate.

Report on the performance of duties by the remuneration committee:

The remuneration committee has formulated the remuneration policy or scheme for all the Directors,
supervisors, chief executive and other senior management, and made recommendations to the Board
on the remuneration of non-executive Directors to ensure that none of the Director was involved in the
determination of his remuneration. It was delegated the responsibility by the Board to determine the amount
of benefits in kind, pension and compensation payments, including any compensation payable for loss or
termination of their office or appointment.

The committee has reviewed the performance of duties by the Directors, supervisors, chief executive and
other senior management, and assessed their annual performance. It has also monitored the implementation
of the Company’s remuneration policies.

The committee has also recommended and assisted the Board of the Company on the establishment of a
formal and transparent procedure to formulate the remuneration policy and structure of the Directors and

senior management of the Company.

The audit committee held two meetings during the year of 2008, the details of which are as follows:

Subcommittee Remuneration Committee

Members Wu Guang Quan, Sui Yong, Poon Chiu Kwok, Wong Wai Ling, Liu Xian Fa
Number of meetings held 2

Date of meetings held 10th April 2008

10th November 2008

Proposals considered 1. The Proposal to Review the Remuneration Policy of the Directors and

Senior Management of the Company for 2008

2. The Proposal to Review the Payment Method of the Remuneration of

the Directors and Senior Management of the Company for 2008

3. The Proposal to Review the Remuneration and Benefit Package for Ms.

Lin Mei, the Qualified Accountant of the Company
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Supervisory Committee

The supervisory committee of the Company comprises Mr. Huang Gao Jian, Mr. Sheng Fan and Mr. Chen Gang
and is chaired by Mr. Huang Gao Jian.

During the reporting period in 2008, the supervisory committee has made full use of the business expertise of
each member of the supervisory committee and was able to carry out various works smoothly. The members of
the supervisory committee exercise effective supervision and made reasonable and practical recommendations, by
presenting in board meetings and convening supervisory committee meetings, on major policies and decisions of
the Company’s management to determine their consistency with the laws and regulations of the State, the articles
of association of the Company and the interests of the shareholders. The supervisory committee has brought
forward opinions on the long-term development strategy of the Group for reference. The committee has performed
its supervisory responsibility prescribed by the Company’s articles of association with fidelity and diligence in
addition to adhering to the principle of faith. The committee is also dedicated to its duties in a prudent manner
SO as to maximize the interests of the shareholders and the Company. During the reporting period, the Company
has complied with the laws and regulations in its decision making procedures in the ordinary operation and the
Directors and senior management has duly executed the resolutions arrived at in general meetings and their duties
duly performed. In addition, no cases of violation of the laws or regulations or abuse to the authorities detrimental
to the Company’s interests were witnessed.

The supervisory committee has expressed the following opinions in respect of the affairs of the Company in 2008:

° Supervisory committee’s independent opinion on the compliance of the Company: During the
reporting period, the Company has been in compliance with laws and regulations including the Company
Law, the Securities Law, the Company’s articles of association and the Listing Rules of the Stock Exchange
of Hong Kong to achieve regulated operation and lawful decision making procedures. While exercising their
authorities, the directors and senior management of the Company have been in good faith and diligent in
protecting the Company’s interest in the absence of any violation of the laws, regulations and the Company’s
articles of association or any behavior detrimental to the Company’s interests. The supervisory committee
was of the opinion that there were no major defects in respect of the formulation and implementation of
the Company’s internal control from 1st January of the year to the end of the reporting period such that a
comprehensive internal control system has been established and all exposures in corporate operation were
effectively minimized.

Supervisory committee’s independent opinion on the financial position of the Company: The
supervisory committee has reviewed the relevant information such as the 2008 interim report, 2008 annual
report and 2008 auditor’s report presented by PricewaterhouseCoopers, the auditor of the Company, with
unqualified opinion. The committee was of the opinion that the audit report was fair and objective and
the financial reports of the Company has truly reflected the financial status and operating results of the
Company and considered that the financial statements gave a true and fair view of the state of affairs and
the operating results of the Company in all material aspects and the presentation is true and reliable, and
agreed to the auditor’ report issued by the auditor.

° Supervisory committee’s independent opinion on the use of proceeds from the last capital-raising
activity: Throughout the reporting period, the Company has applied the proceeds in strict compliance with
the plan for use of proceeds. The committee was not aware of any case of appropriation of funds which was
in violation of laws and regulations or was detrimental to the interests of the shareholders and the Company.
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° Supervisory committee’s independent opinion on the acquisition and disposal of assets by the
Company: During the reporting period, the acquisition and disposal of assets by the Company were in
compliance with the requirements of laws and regulations including the Company Law, the Securities Law,
and the Listing Rules as well as the Company’s articles of association and the required review procedures
have been performed to ensure that there was no damage to the interests of the listed company nor any
impairment to the Company’s assets.

° Supervisory committee’s independent opinion on the connected transactions of the Company:
The supervisory committee has reviewed the connected transactions of the Company during the reporting
period and considered that the connected transactions between the Company and its controlling
shareholder were in strict compliance with the requirements of the Listing Rules of the Stock Exchange of
Hong Kong, the Company’s articles of association and the Internal Reporting System for Major Events and
Connected Transactions. The Company has applied the review and disclosure procedures on the connected
transactions which had been undertaken in a fair and reasonable manner such that the interests of the
shareholders and the Company were not prejudiced.

Members of the Supervisory Committee will continue to perform their supervisory duties faithfully and work diligently
to safeguard the interests of all of the Company’s investors in accordance with the requirements of the Company
Law, the Securities Law, the articles of association of the Company and the Listing Rules of the Stock Exchange of
Hong Kong.

By Order of the supervisory committee
Huang Gao Jian
Chairman of the Supervisory Committee

Shenzhen, the PRC
17th April 2009
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PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com

INDEPENDENT AUDITOR’S REPORT TO

THE SHAREHOLDERS OF

CATIC SHENZHEN HOLDINGS LIMITED

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

We have audited the consolidated financial statements of
CATIC Shenzhen Holdings Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 128 to
244, which comprise the consolidated and Company balance
sheets as of 31st December 2008, and the consolidated income
statement, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
as to whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the financial position of the Company and
of the Group as of 31st December 2008, and of the Group’s
financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

OTHER MATTERS

This report, including the opinion, has been prepared for and
only for 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.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 21st April 2009
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REE ARA T
Group Company
“EENE —EZTHF CZEENE —EZETLHF
2008 2007 2008 2007
|
Restated
Hiet ANREFT AEETFT AR¥ETT AEETT
Note RMB’000 RMB’000 RMB’000 RMB’000
BE ASSETS
FRBEE Non-current assets
TR Land use rights 7 687,277 190,007 - =
R Mining rights 8 569,488 306,828 - =
S Goodwill 9 5,240 5,240 - =
M - BB MR Property, plant and equipment 70 5,215,046 956,465 10,530 10,825
KB Investment properties 11 768,487 193,873 - =
IR Construction-in-progress 12 160,038 2,654,651 - =
RIB AR ZI%E Investments in subsidiaries 13 - - 1,554,011 787,064
REEREZIE Investments in associates 14 509,532 576,852 298,198 310,623
HEESHEE Available-for-sale financial
assets 16 11,091 231,282 1,400 1,400
BEEFTSTEE Deferred income tax assets 17 120,384 117,617 - =
HiIEREEE Other non-current assets 18 41,927 545,681 - 464,700
8,088,510 5,778,496 1,864,139 1,574,612
REEE Current assets
&8 Inventories 19 1,185,491 829,829 - =
B 5 M E M e IR Trade and other receivables 20 1,271,308 1,112,441 449,211 199
BAREFBEZRIE  Financial assets at fair value
ZEREE through profit or loss 21 - 74,008 - 74,008
HIERITIER Pledged bank deposits 22 95,838 = 30,000 =
REFREEEY Cash and cash equivalents 23 874,373 1,306,698 353,124 310,161
3,427,010 3,322,976 832,335 384,368
BEE Total assets 11,515,520 9,101,472 2,696,474 1,958,980
B EQUITY
ARFERFEA Capital and reserves
BB RERFE attributable to the
Company’s equity holders
PR Share capital 24 678,909 678,909 678,909 678,909
B0 w8 Share premium 24 357,849 357,849 357,849 357,849
EERG Treasury shares 25 (6,026) = (6,026) =
HAtb Other reserves 26 359,464 587,093 70,001 70,001
REBEF Retained earnings/
(REEHE) (accumulated losses) 341,886 337,902 (338,625) (306,788)
1,732,082 1,961,753 762,108 799,971
B VB R R Minority interest in equity 1,739,112 1,938,299 - =
MR Total equity 3,471,194 3,900,052 762,108 799,971
BEFT OB i A AAR A BT S SRR AV AR R ER D ©

The accompanying notes are an integral part of these consolidated financial statements.
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REE ¥ NN
Group Company
—EEN\FE Z2ELF CZETN\FE —TTLHF
2008 2007 2008 2007
|
Restated
7523 ARETFT ARETFT ARETFT AREFT
Note RMB’000 RMB’000 RMB’000 RMB’000
=L LIABILITIES
FRBEE Non-current liabilities
B Borrowings 27 2,920,979 1,945,636 - -
EEFREGHAE Deferred income tax liabilities 17 260,163 102,882 - =
BT 2 B A Deferred income on
government grants 28 70,523 19,407 - —
HitIEmeaE Other non-current liability 29 42,703 = - -
3,294,368 2,067,925 - -
RBaE Current liabilities
B 5 MEHMERNR Trade and other payables 30 1,654,914 1,338,094 95,266 54,963
B3 Borrowings 27 3,044,734 1,780,208 1,839,100 1,104,000
RBAEHARE Current income tax liabilities 50,310 15,193 - 46
4,749,958 3,133,495 1,934,366 1,159,009
e E Total liabilities 8,044,326 5,201,420 1,934,366 1,159,009
BWREXNEE Total equity and liabilities 11,515,520 9,101,472 2,696,474 1,958,980
REE(BE) BE Net current (liabilities)/assets (1,322,948) 189,481 (1,102,031) (774,641)
BEERRDERS Total assets less current
liabilities 6,765,562 5,967,977 762,108 799,971

ER-_ZTNFNA-_t+—BEE=SE
Approved by the Board of Directors on 21st April 2009

EEK: Rtk

Chairman: Wu Guang Quan

BEM RPN RE RS A

FITEERRRAERERD ©

The accompanying notes are an integral part of these consolidated financial statements.

Ex: B8

Director: Sui Yong
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—EENF —EE+F
2008 2007
e
Restated
Kt AREFT ARETT
Note RMB’000 RMB’000
WA Revenue 6 4,077,074 3,357,210
HEK A Cost of sales 33 (3,013,557) (2,582,646)
EF Gross profit 1,063,517 774,564
HEEH Distribution costs 33 (274,007) (166,085)
TR E R Administrative expenses 33 (562,748) (340,544)
HAug A Other income 31 56,515 24,440
HAth iz — F 58 Other gains-net 32 33,935 43,183
R A Operating profit 317,212 335,558
NEEFTLEE A E) Excess of the Group’s share of the net
ARREE  AER fair value of an associate’s identifiable
HABEFANE assets, liabilities and contingent liabilities
BHIEERA Z =58 over the cost of the investment 14 - 60,065
REEFGHB A A Excess of the Group’s share of the net
ANREE - BENMK fair value of a subsidiary’s identifiable
NEBEFANE assets, liabilities and contingent liabilities
BERER A Z =5 over the cost of the investment 41(b) 104 =
BB YA Finance income 35 13,564 7,606
B RN Finance costs 35 (301,595) (102,036)
BERAR —F5E Finance costs — net (288,031) (94,430)
FEEEEE A REE Share of loss of associates (23,711) (7,173)
FRETS B AR R Profit before income tax 5,574 294,020
e Hif X Income tax expense 37 (46,811) (31,105)
REE(FE) OBR (Loss)/profit for the year (41,237) 262,915
EEERN, (BE) : Profit/(loss) attributable to:
RARERFTFEA Equity holders of the Company 3,984 189,159
DR RS Minority interest (45,221) 73,756
(41,237) 262,915
FREARBERFEA Earnings per share for profit attributable
A5 ERN 2 SRR - to the equity holders of the Company
BRAAREIT during the year (RMB per share)
—HK - basic 39 0.0059 0.2974
—EE — diluted 39 0.0059 0.2974
% B Dividends 40 - 38,160

BEFH BB S R AR & M S AR MO AR BB D -

The accompanying notes are an integral part of these consolidated financial statements.
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Bx  RORE EERG  HtRE AIEAR JERRER
Share Share  Treasury Other ~ Retained  Minority @
capital  premium shares  reserves  earnings interest Total
(Witzs)
(Note 26)
Wit ARETT ARETT AGEFT AREFT ARETr AREFT ARETT
Note ~ RMB000  RMB000  RMB000  RMB000  RMB'000  RMB'000  RMB'000
A58 GROUP
RZZE+E—A—HES Balance at 1st January 2007 636,000 161,105 - 313,346 186,903 997,943 2,295,297
PETEHESREE  Reversal of fair value change of
DAESPZNBERE  an avallable-for-sale financial assets to
LRE(RHBH) investments in associates, gross of tax 16 - - - (937%9) - - (B79)
PEAETESREE  Reversal of tax on fair value gains from
N EhEZ R avalable-for-sale financial assets 17 = - = 14,059 = - 14,059
ARHESREEY Fair value gains from avallable-for-sale
MfEkE financial assets, gross of tax
(RHBH) 16 - - - 60281 - 66044 13535
ARHESHEEY Tax on fair value gains from avallable-for-sale
MBEREIRE financial assets 17 - - - 8,202) - (11516)  (20718)
BERERERL Net income/{loss) recognised dlrectly in equity
A/ (B8 - - - (19591) - 5458 34997
KERRHEES) Profit for the year (Restated) - - - - 180159 73756 262915
“SSLEREREARA  Total recognised income and expense for 2007
R 4% - - - (19501) 189159 128284 297852
BIRA Issue of share capital 2 42909 196,744 - - - - 239653
DERFTE Capital contriouted by minority interest - - - 151,000 - 801,783 952,733
~HBAAREREE  Transfer of equity interest to minority interest
FEERBA following a subsidiary's share segregation
DR ER reform - - - (49,055) - 49055 -
ZZEERRE Dividends for 2006 40 - - - - (38160)  (32485)  (70615)
ek REs Acquisition of minority interest = - = 364 = (4863)  (4,499)
ERREMZRBEEME  Step-up of fair value of the acquired share of
FIEROFEERLE et assets of an associate in fair value
AR EEM - - - 191,009 - - 191,029
RfELERBAR Deemed disposal of subsidiaries - - - - - (1,398)  (1,298)
RZBStESZH Balance at 31st December 2007 (Restated)
=t-BEB(RET) 678,909 357,849 - 587,093 337,902 1,938,299 3,900,052
BEFT OB 3 A ANAR A B FS R A AR R ED (D ©
The accompanying notes are an integral part of these consolidated financial statements.
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HEZZZT ) \F+ZA=1+—HIFE For the year ended 31st December 2008 2008 FREAE

Bx  KfER  ERRH  RHEE  KOERE JEERER

Share Share  Treasury Other  Retained  Minority @t
capital  premium shares  reserves  earnings interest Total
(Wii26)
(Note 26)

Mt ARETT ARRTT ARRTL ARBTT ARETT ARRTT ARRTT
Note  AMBOOO ~ RMBOOO  AMBOOO  RMBOO0  AMBOOO  RMBOO0  AMB'00

RZBENE-A-RB£H Balance at 1st January 2008 (Restated)

(8&&5) 678,909 357,849 - 587,093 337,902 1,938,299 3,900,052
AREESHEENAE  Fair value losses from avallable-for-sale
ER-%% financial assets - gross amount 16 - - - (p0,881) - (12826) (133,707)
AREESHEENAE  Fair value losses from avallable-for-sale
BE-Ba financial assets - tax 17 - - - 9,285 - 11113 20,398
HETRHESHEE  Fair value adiustment on disposal of
MERE-ZE avallable-for-sale financial assets
- gross amount 16 - - - (38,765) - (46,209)  (84,974)
HETHHEESHEE  Fair value adustment on disposal of
MERE-F available-for-sale financial assets - tax 17 - - - 5815 - 6,931 12,746
BERNEREAZFEE  Netloss recognised directly in equity - - - (B4546) - (100991)  (185,537)

KEE(BR)/ &7 (Loss)/profitfor the year - - - 3984 (45201)  (41.297)

“ST\EECHEARA  Total recognised income and expense for 2008

kT £ - - - (BAS6) 3980 (146212)  (226,774)
DHREEE Capital contriouted by minority interest - - - - - 192686 192,686
HEMENAEEZEN  Reversal of revaluation surplus on the disposal

Jityald of assets of the associate 14 - - - (26603) - - (26603)
VB ERR R Acquisition of minority interest 1) - - - (111,899) - (09653)  (321552)
FEBERTTHEE  Share of fair value losses from avallable-for-sale

SHAEILAEEE  financial assets of the associate 14 - - - (4,581) - - (4,581)
BEEHR Repurchase of H shares 25 - - (6,026) - - - (6,026
“ERLERRE Dividends for 2007 - - - - - (36,008)  (36,008)
RZBENE Balance at 31st December 2008

tZR=t-R&R 678000 357,849 (6026) 359464 341886 1,730,112 3,471,194

BEFH BB S A AR & M TS R MO A AR BB D

The accompanying notes are an integral part of these consolidated financial statements.
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e RiaE EER A Hftffe ZitER
Share Share  Treasury Other Accumulated Ehy
capital premium shares reserves losses Total
(Hizt25)
(Note 25)
Wit ANREFT AREFT AREFT  AEEfT  AREFT  AREfT
Note RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

V| COMPANY
i e Balance as at 1st January 2007

—A—R&& 636,000 161,105 - 149,671 (242,689) 704,087
WOTHHESRHEE  Reversal of fair value change of

PMEEEHZ an avallable-for-sale financial

RNEERFAZRE assets to investments in associates,

ABFR gross of tax 16 - - - (93,729) - (93729)
FEAEHESREE  Reversal of tax on fair value gains

ININEL Capdy N from avallable-for-sale financial assets 17 - - - 14,059 - 14,059
ERRERBETZFER  Netloss recognised directly in equity - - - (79,670) - (79,670)
TEEFE Loss for the year - - - - (25,939) (25,939)
“ZELEEEHAMA  Total recognised income and

rEZBE expense for 2007 - - - (79,670) (25939)  (105,609)
BikA Issue of share capital 2 42,909 196,744 - - - 239,653
ZEEERRE Dividends for 2006 40 - - - - (38160)  (38,160)
i 3 Balance as at 31st December 2007

+-A=+-B&% 678,909 357,849 - 70,001 (306,788) 799,971
R=EZ\E-F-A&#H Balance as at 1st January 2008 678,909 357,849 - 70,001 (306,788) 799,971
TEEFE Loss for the year - - - - (31,837) (31,837)
“SS\FEEHRMA  Total recognised income and

KExEE expense for 2008 - - - - (31,837) (31,837)
BEHR Repurchase of H shares 2 - - (6,026) - - (6,026)
RZBENE Balance as at 31st December 2008

TZR=t-R&H 678,909 357,849 (6,026) 70001 (338,625) 762,108
BEFT OB 3 A ANAR A B FS R A AR R ED (D ©
The accompanying notes are an integral part of these consolidated financial statements.
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—gE)F —TTe
2008 2007
w5
‘ Restated
Wizt ARKTT AREFT
Note RMB’000 RMB’000
EEEREL ) Cash flows from operating activities
mefnEL/ (BB E Cash generated from/(used in) operations 42 179,154 (110,063)
ERHE Interest paid (365,288) (89,072)
ERAEH Income tax paid (45,033) (42,340)
EERHMA LA Net cash used in operating activities (231,167) (241,475)
RETHELBERE Cash flows from investing activities
NSRRI ZRE Addition to associates 14 - (261,668)
BENZX  BERR Purchase of property, plant and equipment (369,859) (362,461)
BE AR Purchase of mining rights 8 (193,366) (29,459)
BE b Purchase of land use rights - (142,175)
R TR Additions to construction-in-progress (823,284) (2,100,671)
ek D ER R e Acquisition of minority interest 13 (317,500) (4,499)
Wik BAw - Llﬁlﬂ%ﬁﬁ{ FRE Acquisition of subsidiaries,
net of cash acquired 41 (306,289) 210,878
HEWE - BiEkEBHERE Proceeds from disposal of property,
plant and equipment 1,138 855
BIERERB AR Deemed disposal of subsidiaries - (2,739)
HERLN BREBERTIR Proceeds from disposal of financial assets
LEMEE ERE at fair value through profit or loss - 31,336
HEMHNESMEEMGZE Proceeds from disposal of available-for-sale
. financial assets 88,885 -
BEAHEE EREE Purchase of available-for-sale
. financial assets (2,400) -
BB Government grants received 67,575 12,211
2 WH 8 Interest received 14,834 7,602
BMkRE Dividend received 13,579 -
HeIEmeh & L m Addition to other non-current assets (31,192) (234,507)
EHRRITE LM Additions to pledged bank deposits 22 (65,838) =
RBRHMACFR S Net cash used in investing activities (1,923,717) (2,875,297)
RETEHEERE Cash flows from financing activities
HERIHR Repurchase of H shares 25 (6,026) -
EARA Y FSRE Proceeds from issuance of share capital 24 - 239,653
SERZHEHRE Proceeds from borrowings 4,626,423 4,024,625
BEEE Repayments of borrowings (2,871,554) (1,247,329)
ERRS . Dividends paid - (38,160)
DERFERHBAREE Capital contribution to subsidiaries
from minority shareholders 8,400 736,224
BN THEARDERE RE Dividends paid to minority shareholders
. of subsidiaries (35,618) (32,455)
BB Government subsidy received 30,934 =
EHRI T LM Additions to pledged bank deposits 22 (30,000) =
MEEHEEFRE Net cash generated from financing activities 1,722,559 3,682,558
Iﬁﬁ&ﬁﬁgﬁmz Net (decrease)/increase in cash and
D),/ EmEE cash equivalents (432,325) 565,786
FRNzBReFRESEY Cash and cash equivalents at
beginning of year 1,306,698 740,912
FRZBGRASEED Cash and cash equivalents at
end of year 874,373 1,306,698

BEFE BB S A AR A M TS TR RO AR BD 1D

The accompanying notes are an integral part of these consolidated financial statements.
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GENERAL INFORMATION

CATIC Shenzhen Holdings Limited (the “Company”)
was established as a joint stock limited company in the
People’s Republic of China (the “PRC”) and its shares
have been listed on the Main Board of The Stock
Exchange of Hong Kong Limited. The Company and its
subsidiaries (hereinafter collectively referred to as the
“Group”) are principally engaged in the manufacture
and sales of watches and clocks, liquid crystal displays,
printed circuit boards, cable television equipment and
property development in the PRC. During the year,
the Group expanded into mining resources and hotel
operation business in the PRC.

The office address of the Company is 25/F, Hangdu
Building, CATIC Zone, Shennan Road Central, Futian
District, Shenzhen, the PRC.

The consolidated financial statements have been
approved for issue on 21st April 2009.

BASIS OF PREPARATION

The consolidated financial statements of the Group have
been prepared in accordance with International Financial
Reporting Standards (“IFRS”). The consolidated financial
statements have been prepared under the historical cost
convention, as modified by the revaluation of available-
for-sale financial assets and financial assets at fair value
through profit or loss. The accounting policies and bases
adopted in the preparation of these financial statements
differ from those used in the statutory accounts of the
Group which are prepared in accordance with generally
accepted accounting principles and relevant financial
regulations in the PRC. The consolidated balance sheet,
income statement, statement of changes in equity and
cash flow statement for 2007 have been restated as
detailed in Note 2(e).
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BASIS OF PREPARATION (continued)

The preparation of financial statements in conformity
with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements, are disclosed in Note 5.

For the year ended 31st December 2008, the Group
had a net operating cash outflow of approximately
RMB231,167,000. As at the same date, the Group’s
current liabilities exceeded its current assets by
approximately RMB1,322,948,000, and it had
outstanding short term bank loans of approximately
RMBS3,039,734,000 which are due for repayment within
the next twelve months. The Group’s ability to continue
as a going concern and to fulfil its financial obligations
depends on the continuous effort of management to
improve the Group’s profitability and operating cash
flow and the continuing supports of its lending banks to
provide financing.

The Group has been servicing its debt and interest
payment obligations according to the terms and
schedules of the respective loan agreements and it has
maintained good credit history. As a result, the directors
of the Company are confident that the Company will be
able to roll over its outstanding bank loans when they
are due for repayment in 2009. Subsequent to year
end, the Group has successfully borrowed short-term
bank loans of RMB674,000,000, and long-term loans
of RMB200,000,000 which are repayable in 2012. The
directors are continuing their efforts to arrange additional
bank financing to meet the funding requirements of the
Group.

Furthermore, the directors will continue to implement
measures aiming at improving the working capital and
cash flows of the Group including closely monitoring daily
operating expenses and controlling capital expenditures
to be incurred only when specific bank financing could be
arranged. They will also arrange with bankers to convert
certain short term loans into long term loans whenever
possible.
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BASIS OF PREPARATION (continued)

Based on the above, the directors are confident that
the Group will have sufficient working capital to meet
its obligations as and when they fall due and maintain
its present operating scale in the next twelve months
from the balance sheet date. Accordingly, the directors
are of the opinion that it is appropriate to prepare these
financial statements on a going concern basis.

(a) Standards amendment and interpretations
effective in 2008
° The IAS 39, ‘Financial instruments:
Recognition and measurement’,
amendment on reclassification of financial
assets permits reclassification of certain
financial assets out of the held-for-trading
and available-for-sale categories if specified
conditions are met. The related amendment
to IFRS 7, ‘Financial instruments:
Disclosures’, introduces disclosure
requirements with respect to financial
assets reclassified out of the held-for-
trading and available-for-sale categories.
The amendment is effective prospectively
from 1 July 2008. This amendment does
not have any impact on the Group’s
financial statements, as the Group has not
reclassified any financial assets.

(b) Interpretations effective in 2008 but not
relevant
The following interpretations to published
standards are mandatory for accounting periods
beginning on or after 1st January 2008 but are
not relevant to the Group’s operations:

° IFRIC — Int 11, ‘IFRS 2 - Group and
treasury share transactions’

o IFRIC - Int 12, ‘Service Concession
arrangements’
° IFRIC - Int 14, ‘IAS 19 — The limit on a

defined benefit asset, minimum funding
requirements and their interaction’
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BASIS OF PREPARATION (continuead)

(c)

Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group

The following standards and amendments to
existing standards have been published and are
mandatory for the Group’s accounting periods
beginning on or after 1st January 2009 or later
periods, but the Group has not early adopted
them:

° IAS 1 (Revised), ‘Presentation of financial
statements’ (effective from 1 January
2009). The revised standard will prohibit
the presentation of items of income and
expenses (that is, ‘non-owner changes
in equity’) in the statement of changes
in equity, requiring ‘non-owner changes
in equity’ to be presented separately
from owner changes in equity. All non-
owner changes in equity will be required
to be shown in a performance statement,
but entities can choose whether to
present one performance statement (the
statement of comprehensive income) or
two statements (the consolidated income
statement and statement of comprehensive
income). Where entities restate or
reclassify comparative information, they
will be required to present a restated
balance sheet as at the beginning
comparative period in addition to the
current requirement to present balance
sheets at the end of the current period
and comparative period. The management
is considering the impact of the revised
standard.
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BASIS OF PREPARATION (continuea)

(c)

Standards, amendments and interpretations

to existing standards that are not yet

effective and have not been early adopted by
the Group (continued)

o IFRS 3 (Revised), ‘Business combinations’
(effective from 1st July 2009). The revised
standard continues to apply the acquisition
method to business combinations, with
some significant changes. For example, all
payments to purchase a business are to
be recorded at fair value at the acquisition
date, with contingent payments classified
as debt subsequently re-measured through
the consolidated income statement.
There is a choice on an acquisition by
acquisition basis to measure the non-
controlling interest in the acquiree either at
fair value or at the non-controlling interest’s
proportionate share of the acquiree’s
net assets. All acquisition-related costs
should be expensed. The management
is considering the impact of the revised
standard.

° IFRS 8, ‘Operating segments’ (effective
from 1st January 2009). IFRS 8 replaces
IAS 14, ‘Segment reporting’, and aligns
segment reporting with the requirements of
the US standard SFAS 131, ‘Disclosures
about segments of an enterprise and
related information’. The new standard
requires a ‘management approach’, under
which segment information is presented
on the same basis as that used for internal
reporting purposes. The Group will apply
IFRS 8, ‘Operating segments’ from 1st
January 2009.

° IAS 20 (Amendment), ‘Accounting for
government grants and disclosure of
government assistance’ (effective from
1st January 2009). The benefit of a
below-market rate government loan is
measured as the difference between the
carrying amount in accordance with IAS
39, ‘Financial instruments: Recognition
and measurement’ and the proceeds
received with the benefit accounted for in
accordance with IAS 20. The management
is considering the impact of the revised
standard.
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BASIS OF PREPARATION (continuead)

(c)

Standards, amendments and interpretations

to existing standards that are not yet

effective and have not been early adopted by
the Group (continued)

o IAS 23 (Revised) and IAS 23 (Amendment),
‘Borrowing costs’ (effective from 1st
January 2009). This amendment is not
expected to have an impact on the Group,
as the Group currently applies a policy of
capitalising borrowing cost which is similar
to the requirement under the amendment.

o IAS 27 (Amendment), ‘Consolidated and
separate financial statements’ (effective
from 1st January 2009). Where an
investment in a subsidiary that is accounted
for under IAS 39, Financial instruments:
recognition and measurement, is classified
as held for sale under IFRS 5, ‘Non-current
assets held for sale and discontinued
operations’, I1AS 39 would continue to be
applied. The amendment will not have an
impact on the Group’s operations because
it is the Group’s policy for an investment
in subsidiary to be recorded at cost in the
standalone accounts of each entity.

° IAS 27 (Revised), ‘Consolidated and
separate financial statements’ (effective
from 1st July 2009). The revised standard
requires the effects of all transactions with
non-controlling interests to be recorded in
equity if there is no change in control and
these transactions will no longer result in
goodwill or gains and losses. The standard
also specifies the accounting when control
is lost. Any remaining interest in the entity
is re-measured to fair value and a gain or
loss is recognised in profit or loss. The
management is considering the impact of
the revised standard.
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BASIS OF PREPARATION (continuea)

(c)

Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group (continued)
o IASB’s annual improvements project
publ|shed in May 2008
IAS 1 (Amendment), ‘Presentation
of financial statements’ (effective
from 1st January 2009). The
amendment clarifies that some
rather than all financial assets
and liabilities classified as held for
trading in accordance with IAS 39,
‘Financial instruments: Recognition
and measurement’ are examples
of current assets and liabilities
respectively. The Group will apply
the IAS 1 (Amendment) from 1st
January 2009.

- IAS 28 (Amendment), ‘Investments
in associates’ (and consequential
amendments to IAS 32, ‘Financial
Instruments: Presentation’ and
IFRS 7, ‘Financial instruments:
Disclosures’) (effective from 1st
January 2009). An investment in
associate is treated as a single asset
for the purposes of impairment
testing and any impairment loss
is not allocated to specific assets
included within the investment,
for example, goodwill. Reversals
of impairment are recorded as
an adjustment to the investment
balance to the extent that the
recoverable amount of the associate
increases. The Group will apply the
IAS 28 (Amendment) to impairment
tests related to investment in
associates and any related
impairment losses from 1st January
2009.
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BASIS OF PREPARATION (continued)
Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group (continued)

(c)

IAS 36 (Amendment), ‘Impairment of
assets’ (effective from 1st January
2009). Where fair value less costs
to sell is calculated on the basis of
discounted cash flows, disclosures
equivalent to those for value-in-
use calculation should be made.
The Group will apply the IAS 36
(Amendment) and provide the
required disclosure where applicable
for impairment tests from 1st
January 2009.

IAS 39 (Amendment), ‘Financial
instruments: Recognition and
measurement’ (effective from 1st
January 2009).

This amendment clarifies that it is
possible for there to be movements
into and out of the fair value through
profit or loss category where a
derivative commences or ceases to
qualify as a hedging instrument in
cash flow or net investment hedge.

The definition of financial asset
or financial liability at fair value
through profit or loss as it relates
to items that are held for trading is
also amended. This clarifies that a
financial asset or liability that is part
of a portfolio of financial instruments
managed together with evidence of
an actual recent pattern of short-
term profit-taking is included in such
a portfolio on initial recognition.
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BASIS OF PREPARATION (continuea)

(c)

Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group (continued)
The current guidance on designating
and documenting hedges states
that a hedging instrument needs
to involve a party external to the
reporting entity and cites a segment
as an example of a reporting
entity. This means that in order for
hedge accounting to be applied at
segment level, the requirements
for hedge accounting are currently
required to be met by the applicable
segment. The amendment removes
this requirement so that IAS 39 is
consistent with IFRS 8, ‘Operating
segments’ which requires disclosure
for segments to be based on
information reported to the chief
operating decision maker. Currently,
for segment reporting purposes
each subsidiary designates and
documents (including effectiveness
testing) contracts with group
treasury as fair value or cash flow
hedges so that the hedges are
reflected in the segment to which
the hedged items relate. This is
consistent with the information
viewed by the chief operating
decision maker. See Note 4 for
further details. After the amendment
is effective, the hedge will continue
to be reflected in the segment to
which the hedged items relate (and
information provided to the chief
operating decision maker) but the
Group will not formally document
and test this hedging relationship.

When remeasuring the carrying
amount of a debt instrument on
cessation of fair value hedge
accounting, the amendment clarifies
that a revised effective interest rate
(calculated at the date fair value
hedge accounting ceases) are used.
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BASIS OF PREPARATION (continuead)

(c)

Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group (continued)
The Group will apply the IAS 39
(Amendment) from 1st January
2009. The management is
considering the impact of the
revised standard.

- IFRS 5 (Amendment), ‘Non-
current assets held for sale and
discontinued operations’ (and
consequential amendment to
IFRS 1, ‘First-time adoption’)
(effective from 1st July 2009). The
amendment clarifies that all of a
subsidiary’s assets and liabilities
are classified as held for sale if a
partial disposal sale plan results
in loss of control, and relevant
disclosure should be made for
this subsidiary if the definition of a
discontinued operation is met. A
consequential amendment to IFRS
1 states that these amendments are
applied prospectively from the date
of transition to IFRSs. The Group
will apply the IFRS 5 (Amendment)
prospectively to all partial disposals
of subsidiaries from 1st January
2010.
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BASIS OF PREPARATION (continuea)

(c)

(d)

Standards, amendments and interpretations
to existing standards that are not yet
effective and have not been early adopted by
the Group (continued)
= There are a number of minor
amendments to IFRS 7, ‘Financial
instruments: Disclosures’, IAS 8,
‘Accounting policies, changes in
accounting estimates and errors’,
IAS 10, ‘Events after the balance
sheet date’, IAS 18, ‘Revenue’ and
IAS 34, ‘Interim financial reporting’
which are not addressed above.
These amendments are unlikely
to have an impact on the Group’s
financial statements and have
therefore not been analysed in
detail.

Interpretations and amendments to existing
standards that are not yet effective and not
relevant for the Group’s operations

The following interpretations and amendments to
existing standards have been published and are
mandatory for the Group’s accounting periods
beginning on or after 1st January 2009 or later
periods but are not relevant for the Group’s
operations:

o IFRS 1 (Amendment), ‘First time adoption
of IFRS’ and IAS 27 ‘Consolidated and
separate financial statements’ (effective
from 1st January 2009).

o IFRS 2 (Amendment), ‘Share-based
payment’ (effective from 1st January 2009).
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2 BASIS OF PREPARATION (continued)

(d) Interpretations and amendments to existing
standards that are not yet effective and not
relevant for the Group’s operations (continued)
o IFRIC — Int 13, ‘Customer loyalty programmes’

(effective from 1st July 2008).

o IFRIC — Int 15, ‘Agreements for construction
of real estates’ (effective from 1st January
2009).

o IFRIC — Int 16, ‘Hedges of a net investment

in a foreign operation’ (effective from 1st
October 2008).

° IAS 1 (Revised), ‘Presentation of financial
statements’ (effective from 1st January
2009).

° IAS 16 (Amendment), ‘Property, plant and

equipment’ (and consequential amendment
to IAS 7, ‘Statement of cash flows’)
(effective from 1st January 2009).

o Int 17, ‘Distributions of non-cash assets to
owners’ (effective from 1st July 2009).

o Int 18, ‘Transfers of assets from customers’
(effective for transfers on or after 1st July
2009).

° IAS 32 (Amendment), ‘Financial instruments:

Presentation’, and IAS 1 (Amendment),
‘Presentation of financial statements’
— ‘Puttable financial instruments and
obligations arising on liquidation’ (effective
from 1st January 2009).
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BASIS OF PREPARATION (continuea)

(d)

Interpretations and amendments to existing
standards that are not yet effective and not
relevant for the Group’s operations (continued)
IASB’s annual improvements project
published in May 2008.

IAS 19 (Amendment), ‘Employee
benefits’ (effective from 1st January
2009).

IAS 29 (Amendment), ‘Financial
reporting in hyperinflationary
economies’ (effective from 1st
January 2009).

IAS 31 (Amendment), ‘Interests in
joint ventures (and consequential
amendments to IAS 32 and IFRS 7)
(effective from 1st January 2009).

IAS 38 (Amendment), ‘Intangible
assets’ (effective from 1st January
2009).

IAS 40 (Amendment), ‘Investment
property’ (and consequential
amendments to IAS 16) (effective
from 1st January 2009).

IAS 41 (Amendment), ‘Agriculture’
(effective from 1st January 2009).

The minor amendments to
IAS 29, ‘Financial reporting in
hyperinflationary economies, IAS
40 ‘Investment property’ and
IAS 41, ‘Agriculture’, which are
not addressed above. These
amendments will not have an
impact on the Group’s operations as
described above.
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BASIS OF PREPARATION (continued)

(e)

Application of merger accounting

On 21st January 2008, Shenzhen CATIC
Resources Company Limited (the “CATIC
Resources”), a wholly-owned subsidiary of the
Company, entered into an acquisition agreement
with Shenzhen CATIC Investment Management
Company Limited (the “CATIC Investment
Company”) which is wholly owned by China
National Aero-Technology Shenzhen Company
Limited (the “CATIC Shenzhen Company”), the
controlling shareholder of the Company, to
acquire its 60% equity interest in Haixi CATIC
Sanjiaguiye Company Limited (the “CATIC Sanjia”)
at a consideration of RMB330,000,000. The
acquisition was completed on 23rd May 2008,
and consequently CATIC Resources obtained
control over the CATIC Sanjia. CATIC Sanjia
was previously acquired by CATIC Investment
Company from an unrelated company in 2007.
Goodwill amounting to RMB5,240,000 was arisen
from that acquisition (Note 9).

The remaining 40% equity interest in CATIC
Sanjia was further acquired by CATIC Resources
from two unrelated parties, Mr. Yang Yong Gang
and Qinghai Province Leng Hu Tiantian Potash
Company Limited (“Tiantian Potash Company”),
during the year as detailed in Note 13(a).

As both the combining entity or the combined
entity are ultimately controlled by the CATIC
Shenzhen Company, both before and after
the combination, this transaction is a business
combination involving entities under common
control. The Group accounted for this acquisition
using the principles of merger accounting, as
prescribed in Hong Kong Accounting Guideline
5, ‘Merger Accounting for Common Control
Combinations’, issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”).

According to the principle of merger accounting,
this consolidated financial statement should
include the information about the financial
position, results and cash flows of CATIC Sanjia
as if it had been owned by the Group since it first
came under the control of the CATIC Shenzhen
Company.
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BASIS OF PREPARATION (continued)
Application of merger accounting (continued)
Accordingly, the financial information of the
comparative period presented in this consolidated
financial information has been restated. The
following is a reconciliation of the effect arising
from the combination under common control on
the comparative figures:

(e)

AEE_TTLF

RZFRLF+=A=1—H
As at 31st December 2007

FEHH
BRI
Qriginal
stated
in 2007
annual i =48
financial statements CATIC
of the Group Sanjia
REZ REZ HE izt =gl
Audited Audited  Adjustments Notes Restated
AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
@EE (M)  Total assets (Note (i) 8,449,550 646,682 5,240 (i 9,101,472
FEE Net assets 3,699,641 525,171 (324,760) (ii) 3,900,052

(i) ERAAPMRERE=
TRBEECEHE -

(i)  FEEL LA U P A =
60% R 4 i F& A T P A 4%
BEZHE-

(iii) BEEBRIERBEERT M
KEWEBR Z AAEBEA
R # 322,000,000 7T A &
R E & W M
—IHRNEECZEBAREK
5,240,0007T °

(iv) BLULEE AR ML= 40% =
ZENREEPHR=ZFE
EFRAEZEZBAEAR
#111,899,0007T B FEf#
BRARARR - FFBEA M
13(a) °

(i)

(it

(i)

It represented the goodwill arisen on the
original acquisition from third parties by
CATIC Investment Company.

It represented consideration payable
to CATIC Investment Company for the
aforesaid acquisition of 60% equity interest
in CATIC Sanjia.

Total assets include mining rights with a
fair value at the time of acquisition by CATIC
Investment Company of RMB322,000,000
and goodwill of RMB5,240,000 arising from
initial acquisition of CATIC Sanjia by CATIC
Investment Company.

The difference between the consideration
paid and the carrying value of assets in
CATIC Sanjia totalling RMB111,899,000
for the acquisition of 40% interest in CATIC
Sanjia has been accounted for in the
reserve account as detailed in Note 13(a).
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mMAEEXEg) 2 BASIS OF PREPARATION (continued)
(e) EHtEEEAGE) (e)  Application of merger accounting (continued)

WA Revenue
FERF/(B8) Profit/(loss) for the year

mEESES Net cash outflow from
R operating activities
BEESHHERE),/ Net cash (outflow)/inflow from
MAFEE investing activities
BRETBHRSAA Net cash inflow from
ek financing activities

BE-TELET-ASt-ALEE
For the year ended 31st December 2007

REBE-—ZTHE

FEUH

EE

Originally

stated

in 2007
annual i = 57

financial statements CATIC

of the Group Sanjia
BEZ REZ HE &5
Audited Audited  Adjustments Restated
ARETT ARETT ARETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000

3,357,210 = - 3,357,210
279,013 (16,098) = 262,915
(220,033) (21,442) = (241,475)

(2,916,809) 41,512 - (2,875,297)

3,682,558 = - 3,682,558

A 5 2 R S D 2 A R
EHBEMALHEANEBRES
2R A E R T R AR E
LT

CATIC SHENZHEN HOLDINGS LIMITED

No other significant adjustments were made to
the net assets and net profit or loss of any entities
or businesses as a result of the common control
combination to achieve consistency of accounting
policies.
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PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise
stated.

(a) Consolidation and combination
The consolidated financial statements include the
financial statements of the Company and all of its
subsidiaries made up to 31st December.

() Merger accounting

For business combination under common
control, the consolidated financial statements
incorporate the financial statements of the
combining entities or businesses in which the
common control combination occurs as if they
had been combined from the date when the
combining entities or businesses first came
under the control of the controlling party.

The net assets of the combining entities or
businesses are combined using the existing
book values from the controlling parties’
perspective. No amount is recognised in
consideration for goodwill or excess of
acquirers’ interest in the net fair value of
acquiree’s identifiable assets, liabilities and
contingent liabilities over cost at the time of
common control combination, to the extent
of the continuation of the controlling party’s
interest.

The consolidated income statement
includes the results of each of the
combining entities or businesses from the
earliest date presented or since the date
when the combining entities or businesses
first came under the common control,
where there is a shorter period, regardless
of the date of the common control
combination.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation and combination (continued)

()

(i)

Merger accounting (continued)

The comparative amounts in the
consolidated financial statements are
presented as if the entities or businesses
had been combined at the previous
balance sheet date or when they first
came under common control, whichever is
shorter.

A uniform set of accounting policies is
adopted by those entities. All intra-group
transactions, balances and unrealised
gains on transactions between combining
entities or businesses are eliminated on
consolidation.

Subsidiaries

Subsidiaries are all entities (including
special purpose entities) over which
the Group has the power to govern the
financial and operating policies generally
accompanying a shareholding of more than
one half of the voting rights. The existence
and effect of potential voting rights that
are currently exercisable or convertible are
considered when assessing whether the
Group controls another entity.

Except for business combinations applying
merger accounting as detailed in Note (i)
above, subsidiaries are fully consolidated
from the date on which control is
transferred to the Group. They are de-
consolidated from the date that control
ceases.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation and combination (continued)

(i)

Subsidiaries (continued)

The purchase method of accounting is
used to account for the acquisition of
subsidiaries by the Group. The cost of an
acquisition is measured as the fair value
of the assets given, equity instruments
issued and liabilities incurred or assumed
at the date of exchange, plus costs
directly attributable to the acquisition.
Identifiable assets acquired and liabilities
and contingent liabilities assumed in a
business combination are measured
initially at their fair values at the acquisition
date, irrespective of the extent of any
minority interest. The excess of the cost
of acquisition over the fair value of the
Group's share of the identifiable net assets
acquired is recorded as goodwill. If the cost
of acquisition is less than the fair value of
the net assets of the subsidiary acquired,
the difference is recognised directly in the
income statement.

Inter-company transactions, balances
and unrealised gains on transactions
between Group companies are eliminated.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the asset transferred.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by
the Group.

In the Company’s balance sheet the
investments in subsidiaries are stated at
cost less provision for impairment losses.
The results of subsidiaries are accounted
by the Company on the basis of dividend
received and receivable.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation and combination (continued)

(iii)

Associates

Associates are all entities over which
the Group has significant influence but
not control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associates
are accounted for using the equity method
of accounting and are initially recognised at
cost. The Group’s investment in associates
includes goodwill (net of any accumulated
impairment loss) identified on acquisition.

The Group’s share of its associates’ post-
acquisition profits or losses is recognised
in the income statement, and its share of
post-acquisition movements in reserves
is recognised in reserves. The cumulative
post-acquisition movements are adjusted
against the carrying amount of the
investment. When the Group’s share of
losses in an associate equals or exceeds
its interest in the associate, including any
other unsecured receivables, the Group
does not recognise further losses, unless it
has incurred obligations or made payments
on behalf of the associate.

Unrealised gains on transactions between
the Group and its associates are eliminated
to the extent of the Group’s interest in
the associates. Unrealised losses are
also eliminated unless the transaction
provides evidence of an impairment of
the asset transferred. Accounting policies
of associates have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses in associates are
recognised in the consolidated income
statement.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

(b)

(c)

Consolidation and combination (continued)

(i)

Associates (continued)

In the Company’s balance sheet the
investments in associated companies are
stated at cost less provision for impairment
losses (Note 3(j)). The results of associated
companies are accounted for by the
Company on the basis of dividend received
and receivable.

Segment reporting

A business segment is a group of assets and
operations engaged in providing products or
services that are subject to risks and returns
that are different from those of other business
segments. A geographical segment is engaged
in providing products or services within a
particular economic environment that are subject
to risks and return that are different from those
of segments operating in other economic
environments.

Foreign currency translation

(1)

(i)

Functional and presentation currency

ltems included in the financial statements
of each of the Group’s entities are
measured using the currency of the primary
economic environment in which the entity
operates (the “functional currency”). The
consolidated financial statements are
presented in Renminbi (“RMB”), which is
the Company’s functional and presentation
currency.

Transactions and balances

Foreign currency transactions are
translated into the functional currency using
the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains
and losses resulting from the settlement of
such transactions and from the translation
at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income
statement, except when deferred in equity
as qualifying cash flow hedges or qualifying
net investment hedges.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(c) Foreign currency translation (continued)

(i)

(iii)

Transactions and balances (continued)
Changes in the fair value of monetary
securities denominated in foreign currency
classified as available-for-sale are analysed
between translation differences resulting
from changes in the amortised cost of
the security and other changes in the
carrying amount of the security. Translation
differences related to changes in the
amortised cost are recognised in profit or
loss, and other changes in the carrying
amount are recognised in equity.

Translation differences on non-monetary
financial assets and liabilities are reported
as part of the fair value gain or loss.
Translation difference on non-monetary
financial assets and liabilities such as
equities held at fair value through profit or
loss are recognised in profit or loss as part
of the fair value gain or loss. Translation
differences on non-monetary financial
assets such as equities classified as
available-for-sale are included in the other
reserves in equity.

Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency as
follows:

= Assets and liabilities for each
balance sheet presented are
translated at the closing rate at the
date of that balance sheet;
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(c)

(d)

Foreign currency translation (continued)
(iii) Group companies (continued)

- Income and expenses for each
income statement are translated
at average exchange rates (unless
this average is not a reasonable
approximation of the cumulative
effect of the rates prevailing on the
transaction dates, in which case
income and expenses are translated
at the dates of the transactions);
and

= All resulting exchange differences
are recognised as a separate
component of equity.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to shareholders’
equity. When a foreign operation is partially
disposed of or sold, exchange differences that
were recorded in equity are recognised in the
income statement as part of the gain or loss on
sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation.
Historical cost includes expenditure that is
directly attributable to the acquisition of the items.
Subsequent costs are included in the asset’s
carrying amount, only when it is probable that
future economic benefits associated with the item
will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to the income
statement during the financial period in which they
are incurred.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(d)

(e)

Property, plant and equipment (continued)
Depreciation of property, plant and equipment
is provided using the straight-line method over
their estimated useful lives, after deducting the
estimated residual value. The estimated useful
lives are as follows:

20 to 35 years
5 to 10 years

5 to 6 years
13.5 to 20 years

Buildings

Equipment and machinery
Motor vehicles

Mining structures*

* Mining structures comprise the main and
auxiliary mine shafts and underground tunnels.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount (Note 3(j)).

Gains and losses on disposals are determined
by comparing proceeds with the carrying amount
and are recognised within other gains-net, in the
income statement.

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Separately
recognised goodwill is tested annually for
impairment and carried at cost less accumulated
impairment losses. Impairment losses on goodwill
are not reversed. Gains and losses on the
disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation
is made to those cash-generating units or groups
of cash-generating units that are expected to
benefit from the business combination in which
the goodwill arose.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(f)

(9)

(h)

Mining rights

Mining rights are stated at cost less accumulated
amortization and accumulated impairment
losses. Amortization of mining right is calculated
on a straight-line basis over the shorter of their
estimated useful lives based on the total proven
and probable reserves of the mines on the unit of
production method or contractual period from the
date of available for use.

Investment properties

Investment properties, principally comprising
office buildings, are held for long-term rental yields
and are not occupied by the Group. Investment
properties are treated as long-term investments
and are carried at cost less accumulated
depreciation and accumulated impairment losses,
if any.

Depreciation is provided using the straight-line
method to write off the cost of the investment
properties over their estimated useful lives of
20-35 years. Where the carrying amount of an
investment property is greater than its estimated
recoverable amount, it is written down immediately
to its recoverable amount.

The cost of maintenance, repairs and minor
equipment is charged to the income statement
as incurred; the cost of major renovations and
improvements is capitalised when it is probable
that future economic benefits in excess of the
originally assessed standard of performance of the
existing asset will flow to the Group. The profit or
loss on disposal of an investment property is the
difference between the net sales proceeds and
the carrying amount of the investment property
and is recognised in the income statement.

Land use rights

Land use rights are up-front payments to acquire
long-term interests in land. These payments are
stated at cost and amortised over the remaining
period of the leases on a straight-line basis.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(i)

)

Construction-in-progress
Construction-in-progress represents plant, staff
quarters and other property, machinery and
equipment under construction and is stated at
cost. This includes the costs of construction,
the costs of plant and machinery, and interest
charges arising from borrowings used to finance
these assets during the period of construction
or installation and testing. All other borrowing
costs are expensed. When the assets concerned
are available for use, the costs are transferred to
property, plant and equipment and depreciated in
accordance with the policies as stated above.

Impairment of investments in subsidiaries,
associates and non-financial assets

Assets that have an indefinite useful life are not
subject to amortisation and are tested annually for
impairment. Assets are reviewed for impairment
whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for
the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at
the lowest levels for which there are separately
identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that
suffered impairment are reviewed for possible
reversal of the impairment at each reporting date.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(k)

Financial assets

The Group classifies its financial assets in the
following categories: at fair value through profit
or loss, loans and receivable and available-for-
sale. The classification depends on the purposes
for which the financial assets were acquired.
Management determine the classification of its
financial assets at initial recognition.

U

(i)

(i)

Financial assets at fair value through profit
or loss

Financial assets at fair value through
profit or loss are financial assets held for
trading. A financial asset is classified in
this category if acquired principally for
the purpose of selling in the short term.
Derivatives are classified as held for trading
unless they are designated as hedges.
Assets in this category are classified as
current assets.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current
assets, except for maturities greater than
12 months after the balance sheet date.
These are classified as non-current assets.
Loans and receivables are classified as
‘trade and other receivables’ and ‘cash
and cash equivalents’ in the balance sheet
(Notes 3(m) and 3(p)).

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in
this category or not classified in any of the
other categories. They are included in non-
current assets unless management intends
to dispose of the investment within 12
months of the balance sheet date.

AP mEERGERAR 163



A& 3R &3k Notes to the Financial Statements

164

FESTBEKRE)

(k) E=REEE)

(i)

IR Ery B A ()

I%HX SKRERGRTE

ENNE XEMERN
;‘HEFSZ"*EE’J EEM -

EHBEARLENSHE
EERZBERA-—XR5H
EAEEEAFBAXDLE
ZEBEEZH c HRWIEE
AREBEBERCERNM
EemEBEE HIEEW
*E’&fﬂﬁbﬂ?&%ﬁﬁﬁﬁ
R BARBEBRER
FEHeMEE  IFEA
REER > MR BHAE
EERTmRIHE - EHREE
WER e REMNEFLE
FEik B EE - MAS
BEEKESENMERR
MEFREREZER - S/
BEAKIETER o At
EcREERKRARES
BESTENEREER
BIERAREIER - BEFR
FE W FRIB T A B R A EOR
R SER AN BR o

RERAAESEBIERL

RHNERMEEEMNNAA
%“@ﬁ%i%%% il
AELHRBERKXNEAMD
Wk —FFER - REER
/LTEL?EEEEEE%W?E@
BEMNRE  2X15EK
HY A B 7K IE B #E R HE E
i ERERAER R
R EMUA o

CATIC SHENZHEN HOLDINGS LIMITED

Annual Report 2008 ERERE

3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(k) Financial assets (continued)

(iii)

Available-for-sale financial assets (continued)
Management determines the appropriate
classification of its investments at the time
of the purchase and re-evaluates such
designation on a regular basis.

Regular purchases and sales of financial
assets are recognised on the trade-date —
the date on which the Group commits to
purchase or sell the asset. Investments
are initially recognised at fair value plus
transaction costs for all financial assets not
carried at fair value through profit or loss.
Financial assets carried at fair value through
profit or loss is initially recognised at fair
value, and transaction costs are expensed
in the income statement. Financial assets
are derecognised when the rights to
receive cash flows from the investments
have expired or have been transferred and
the Group has transferred substantially all
risks and rewards of ownership. Available-
for-sale financial assets and financial assets
at fair value through profit or loss are
subsequently carried at fair value. Loans
and receivables are carried at amortised
cost using the effective interest method.

Gains or losses arising from changes in
the fair value of the financial assets at fair
value, through profit or loss category are
presented in the income statement within
other gains-net, in the period in which
they arise. Dividend income from financial
assets at fair value through profit or loss is
recognised in the income statement as part
of other income when the Group’s right to
receive payments is established.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(k) Financial assets (continued)

(iii)

Available-for-sale financial assets (continued)
When securities classified as available-for-
sale are sold or impaired, the accumulated
fair value adjustments recognised in equity
are included in the income statement as
‘other gains-net’.

The fair values of quoted investments are
based on current bid prices. If the market
for a financial asset is not active (and for
unlisted securities), the Group established
fair value by using valuation techniques.
These include the use of recent arm’s
length transactions, reference to other
instruments that are substantially the
same, discounted cash flow analysis and
option pricing models, making maximum
use of market inputs and relying as little as
possible on entity-specific inputs.

The Group assesses at each balance
sheet date whether there is objective
evidence that a financial asset or a Group
of financial assets is impaired. In the case
of equity securities classified as available-
for-sale, a significant or prolonged decline
in the fair value of the security below
its cost is considered as an indicator
that the securities are impaired. If any
such evidence exists for available-for-
sale financial assets, the cumulative loss
— measured as the difference between
the acquisition cost and the current fair
value, less any impairment loss on that
financial asset previously recognised in
profit or loss — is removed from equity
and recognised in the income statement.
Impairment losses recognised in the
income statement on equity instruments
are not reversed through the income
statement. Impairment testing of trade
receivables is described in Note 3(m).
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

U]

(m)

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
weighted average method. The cost of finished
goods and work in progress comprises design
costs, raw materials, direct labour, other direct
costs and related production overheads (based on
normal operating capacity). It excludes borrowing
costs. Net realisable value is the estimated selling
price in the ordinary course of business, less
applicable variable selling expenses.

Trade and other receivables

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest
method, less provision for impairment. A provision
for impairment of trade and other receivables
is established when there is objective evidence
that the Group will not be able to collect all
amounts due according to the original terms of
receivables. Significant financial difficulties of
the debtor, probability that the debtor will enter
into bankruptcy or financial reorganisation, and
default or delinquency in payments are considered
indicators that the trade receivable is impaired.
The amount of the provision is the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the original effective interest rate.
The carrying amount of the assets is reduced
through the use of an allowance account, and the
amount of the loss is recognised in the income
statement within “administrative expenses”.
When a trade receivable is uncollectible, it is
written off against the allowance account for
trade receivables. Subsequent recoveries of
amounts previously written off are credited
against “administrative expenses” in the income
statement.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(n)

Current and deferred income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the
countries where the Company’s subsidiaries and
associates operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation and establishes provisions where
appropriate on the basis of amounts expected to
be paid to the tax authorities.

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet
date and are expected to apply when the related
deferred income tax asset is realised or the
deferred income tax liability is settled.

Deferred income tax assets are recognised to
the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and associates, except where the timing of the
reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable
future.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(o)

(p)

(a)

Retirement benefit costs

The Group participates in a retirement and
medical insurance scheme organised by Ministry
of Human Resources and Social Security of
PRC (“MOHRSS”). Pursuant to the relevant
provisions, the Group is required to make
monthly contributions in respect of the above
insurance scheme to MOHRSS based on the
monthly salaries of its employees. The Group’s
contributions under the scheme are charged to
the income statement as incurred. Apart from the
above monthly contributions, the Group does not
have other significant commitments to benefits of
its employees.

Pursuant to the above social insurance scheme,
MOHRSS undertakes to assume the retirement
benefit obligations of existing and future retired
employees of the Group.

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities of
three months or less, overdrafts.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any group company purchases the
Company’s equity share capital, the consideration
paid, including any directly attributable incremental
costs (net of income taxes), is deducted from
equity attributable to the Company’s equity
holders until the shares are cancelled or reissued.
Where such shares are subsequently reissued,
any consideration received (net of any directly
attributable incremental transaction costs and the
related income tax effects) is included in equity
attributable to the Company’s equity holders.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(r)

(s)

®)

(u)

Trade payables

Trade payables are recognised initially at fair value
and subsequently measured at amortised cost
using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost;
any difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the income statement over the
period of the borrowings using the effective
interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the balance sheet date.

Research and development

Research expenditure is recognised as
an expense as incurred. Cost incurred on
development projects (relating to the design
and testing of new or improved products)
are recognised as intangible assets when it
is probable that the project will be a success
considering its commercial and technological
feasibility, and its cost can be measured reliably.
Other development expenditures that do not
meet these criteria are recognised as an expense
as incurred. Development costs previously
recognised as an expense are not recognised
as an asset in a subsequent period. Capitalised
development costs are recorded as intangible
assets and amortised from the point at which the
asset is ready for use on a straight-line basis over
its useful life, not exceeding five years.

Operating leases

Leases in which a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor) are
charged to the income statement on a straight-
line basis over the period of the lease.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(v)

Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the sales
of goods in the ordinary course of the Group’s
activities. Revenue is shown net of value-added
tax, returns, rebates and discounts and after
eliminated sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of
the Group’s activities as described below. The
amount of revenue is not considered to be reliably
measurable until all contingencies relating to
the sale have been resolved. The Group bases
its estimates on historical results, taking into
consideration the type of customer, the type of
transaction and the specifics of each arrangement.

() Sales of goods
Sales of goods are recognised when a
group entity has delivered products to the
customer. The customer has accepted the
products and collectability of the related
receivables is reasonably assured.

(i) Rental income
Rental income from investment properties
leased out under an operating lease is
recognised in the income statement on
a straight-line basis over the term of the
lease.

(iii) Hotel operation
Revenue from hotel operation is recognised
in the accounting period in which the
services are rendered.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(v)

(x)

Revenue recognition (continued)

(iv) Interest income
Interest income is recognised on a time-
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated
future cash flow discounted at the original
effective interest rate of the instrument,
and continues unwinding the discount
as interest income. Interest income on
impaired loans is recognised using the
original effective interest rate.

(v) Dividend income
Dividend income is recognised when the
right to receive payment is established.

Dividend distribution

Dividend distribution to the Company’s
shareholders is recognised as a liability in the
Group’s financial statements in the period in which
the dividends are approved by the Company’s
shareholders.

Government grants

Grants from the government are recognised
at their fair value where there is a reasonable
assurance that the grant will be received and the
Group will comply with all attached conditions.

Government grants relating to costs are deferred
and recognised in the income statement over the
period necessary to match them with the costs
they are intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred income on government grants and are
credited to the income statement on a straight-line
basis over the expected lives of the related assets.
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FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, price risk, fair
value interest rate risk, and cash flow interest rate risk),
credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

(a) Market risk

U

Foreign exchange risk

The Group’s businesses are principally
conducted in RMB. The majority of
the Group’s assets and liabilities were
denominated in RMB. The Group is
subject to foreign exchange risk arising
from future commercial transactions and
recognised assets and liabilities which are
denominated in non-RMB. The majority of
the Group’s foreign currency transactions
and balances are denominated in US
dollars and HK dollars. The Group currently
does not have a foreign currency hedging
policy. In addition, the conversion of RMB
into foreign currencies is subject to the
rules and regulations of foreign exchange
controls promulgated by the PRC
government.
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R EEREE) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TiEE K (Z) (a) Market risk (continued)

(i) SNEE iz (4E) (i Foreign exchange risk (continued)
NEFAINET| (B Z B The carrying amount of the Group’s foreign
EEREEABERSELE currency denominated monetary assets
EHZEREENT : and monetary liabilities at the respective

balance sheet dates are as follows:
—EEN\F e S
t=RA=+-A ftZA=1-H
31st December 31st December
2008 2007
AREFT ARETFT
RMB’000 RMB’000
REEE Current Assets
e usb 216,969 310,437
BT HKD 32,281 304,845
BT EUR 9,055 9,162
=] JPY 6,031 34,275
#E KRW 3,321 9,691
@t Total 267,657 668,410
nEaE Current Liabilities
e usb 150,841 410,230
BT HKD 5,826 34,614
BT EUR 5,957 2,988
H JPY 18,091 10,024
ZE KRW 1,215 36
et Total 181,930 457,892
aBAREH EMINEFE If RMB had appreciated 5% against all
5%  ANEEEBERIZIML other foreign currencies, the effect in
AR #4,300,0007T ° the loss for the year would have been
an increase in loss of approximately
RMB4,300,000.

(i) 1E15 /7 [ (il Price risk

HRAEBEFENRER The Group is exposed to equity securities

HAREEREXRTOER
At EEREERED
REZBEGIIRNEE
BE  BRUAKEARR
BEFNERRR - A&
B A EmERERE -

price risk because investments held by the
Group are classified on the consolidated
balance sheet either as available-for-sale
financial assets or as financial assets at fair
value through profit or loss. The Group is
not exposed to commodity price risk.

AP mEERGBERAR 173



A& 3R &3k Notes to the Financial Statements

4 BIKRBRERE®)
(a) miEER(E)
(i)  BLTER DS EFEE
&
MR ARE B EE KRS
BE BMAEEZERAR
REBESREAMLETT
MSFIRBEFLE o

AEEMHNRRERERK
BER - mIFBHRET
MERSAEEAZR S
MEMERER - ZEEF
RETOHERS NEE A
XraENREAR - A&
= B Bl 3 & 5 F ) A R
BHTHE - A AKE
EREFEREEH T
RER

TREETEE B
TET  FER-FBEN
F+=A=t+—Az®
HASBFEERBRZY
72,

4

Annual Report 2008 ERERE

FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a)

(i)

Cash flow and fair value interest rate risk

As the Group has no significant interest-
bearing assets, the Group’s income and
operating cash flows are substantially
independent of changes in market interest
rates.

The Group’s interest-rate risk arises from
borrowings. Borrowings issued at variable
rates expose the Group to cash flow
interest-rate risk. Borrowings issued at
fixed rates expose the Group to fair value
interest-rate risk. The Group currently
has not used any interest rate swap
arrangements but will consider hedging
interest rate risk should the need arise.

The table below summaries the impact of
changes in interest rate at 31st December
2008 with all other variables held at
constant on the Group’s loss for the year.

Interest Rate
Fl=Z
10% higher 10% lower
10% t# 10% T &
Increase/(decrease)
in loss for the year

FEEREMN (D)

RMB’000 RMB’000
AREFT AREFT
EENFREE Borrowings at variable rates
RBLA R ZAHIER Charged/(credited) to finance costs
S (GFAN) (#0B:  (net of amounts to be capitalised
EAR{LAFERE  as construction in progress)
TiEZHE) 11,5634 (11,534)

AEEEE 2 F R KEK
HAAMI FE27 IR EE o
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The interest rates and terms of repayment
of borrowings of the Group are disclosed in
Note 27.
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FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a)

(iv)

v)

Credit risk

The Group is exposed to credit risk in
relation to its trade and other receivables,
and cash deposits with banks.

The carrying amounts of trade and other
receivables and cash and cash equivalents
represent the Group’s maximum exposure
to credit risk in relation to financial assets.
The top 5 customers accounted for more
than 36% of the balance of trade and other
receivables as at 31st December 2008
(2007: 30%).

To manage this risk, deposits are mainly
placed with state-controlled banks
which are all high-credit-quality financial
institutions. The majority of the Group’s
trade and other receivable balances are
due from third party customers as a result
of rendering services or sales of products.
The Group performs ongoing credit
evaluations of its customer’s trade and
other receivables financial condition and
generally does not require collateral from
the customer’s trade and other receivables
account on the outstanding balances.
Based on the expected realizability and
timing for collection of the outstanding
balances, the Group maintains a provision
for doubtful accounts and actual losses
incurred have been within management’s
expectation.

Liquidity risk

The Group and the Company manage the
liquidity risk by maintaining sufficient cash
to meet the normal operating commitments
and sourcing adequate funding through
banking credit facilities, including short-
term and long-term bank loans.
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4 BEREEEREE) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TWEHERERE) (@)  Market risk (continued)

V)  REEzEE(E) (v)  Liquidity risk (continued)
THRIBEBEAE AR THRE The table below analyses the Group’s
EEHNHBEHONT & non-derivative financial liabilities into
AEBWMIETETHT AR relevant maturity grouping based on the
DEEEIHBAR - Z remaining period at the balance sheet to
KBNS AES LK the contractual maturity date. The amounts
BRI SR - AR disclosed in the table are the contractual
TERIK Rt Z=Z@EA undiscounted cash flows. Balances due
AR ERR) 4 R H S R HBR within 12 months equal their carrying
[EF balances, as the impact of discounting is

not significant.

PR-F  -EEZE  ZEZRE BENE

Less than Between Between Over a3t
1year 1and2years 2and>5 years 5 years Total

AREFT  ARRFT  ARETT  ARETL  ARETZ
RMB’000 RMB000 RMB’000 RMB’000 RMB000

RZZENE+-A=1-H At 31st December 2008

B8 Borrowings 3,044,734 132,519 45,000 2,743,460 5,965,713
B REMERT Trade and other payables 1,654,914 - - - 1654914
it Total 4,699,648 132,519 45000 2743460 7,620,627

IR-F  -FE-F  ZFZRf RENE
Less than Between Between QOver @
Tyear Tand2years 2and5 years 5 years Total

ARRTTE  ARRTT  ARRTT  ARRTT  ARETZ
RVMBOOO  RAMBOOO  RMBOO0  RMBOOO  RMBI00

R-EZ+E+-B=1-H At 31st December 2007

& Borrowings 1,780,208 141,490 109,569 1,694,577 3,725,844

BARAMERF Trade and other payables 1,338,004 = = - 1,338,004

3t Total 3,118,302 141,490 109,569 1,694,577 5,063,938

BEKETHECR RS For the going concern liquidity risk, please

2R sE 2R UL - refer to the basis of preparation section in
Note 2.
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FINANCIAL RISK MANAGEMENT (continued)

(b)

Capital risk management

The Group’s objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends
paid to shareholders, issue new shares or sell
assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing
ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total
borrowings (including ‘current and non-current
borrowings’ as shown in the consolidated balance
sheet) less cash and cash equivalents. Total
capital is calculated as ‘equity’ as shown in the
consolidated balance sheet plus net debt.

The gearing ratios at 31st December 2008 and
2007 are as follows:

—EBENE ZETLF

2008 2007

KB

Restated

AB¥FT ARETT

RMB’000 RMB’000

tEEmE(Hater) Total borrowings (note 27) 5,965,713 3,725,844
o IREMIREEBY Less: cash and cash equivalents

(H1:£23) (note 23) (874,373) (1,306,698)

BEFE Net debt 5,091,340 2,419,146

Bk Total equity 3,471,194 3,900,052

BENR Total capital 8,562,534 6,319,198

BRBRELE Gearing ratio 59% 38%
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FINANCIAL RISK MANAGEMENT (continued)

(b) Capital risk management (continued)
The significant increase in the gearing ratio during
2008 resulted primarily from the new borrowings
extended from commercial banks in order to
finance the investment made in the construction
of a new production plant of Shanghai Tianma
Microelectronics Company (“Shanghai Tianma”)
Limited (Note 12) and the equity investment made
in CATIC Sanjia (Note 13).

(c) Fair value estimation
The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. The Group uses a variety of
methods and makes assumptions that are based
on market conditions existing at each balance
sheet date.

The carrying value less impairment provision of
trade receivables and payables are assumed
to approximate their fair values. The fair value
of financial liabilities for disclosure purposes is
estimated by discounting the future contractual
cash flows at the current market interest rate
that is available to the Group for similar financial
instruments.

CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.
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5 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(a)

Estimated impairment of receivables

The Group makes provision for impairment of
receivables based on an assessment of the
recoverability of trade and other receivables with
reference to the extent and duration that the
amount will be recovered. Provisions are applied
to trade and other receivables where events
or changes in circumstances indicate that the
balances may not be collectible. The identification
of potential impairment requires the use of
judgement and estimates. Where the expectation
is different from the original estimate, such
difference will impact the carrying value of trade
and other receivables and doubtful debt expenses
in the period in which such estimate has been
changed.

At 31st December 2008, the Group had made
specific impairment provision for debts owing by
a debtor, which is an A share listed company in
the PRC, to a subsidiary of the Group based on
the expected recovery of debt amounts if that
customer were to be put into liquidation. If there
had been an increase/decrease in the provision by
10%, the impairment charges relating to bad and
doubtful debts would be increased/decreased by
approximately RMB8,600,000.
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5 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(b)

(c)

Carrying value of mining rights

Mining rights are carried at cost less accumulated
amortisation. These carrying amounts are
reviewed for impairment whenever events or
changes in circumstances indicate that the
carrying amounts may not be recoverable. An
impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to
sell and value in use. In estimating the recoverable
amounts of assets, various assumptions,
including future cash flows to be associated
with the mining rights and discount rates, are
made. If future events do not correspond to such
assumptions, the recoverable amounts will need
to be revised, and this may have an impact on
the Group’s results of operations or financial
position. Management considered that there
was no impairment charge required to be made
the carrying value of the mining rights as at 31st
December 2008.

De facto control in certain subsidiaries
Because of a new share issue of Tianma
Microelectronics Co. Ltd. (the “Tianma”), a
subsidiary of the Group, and as a result of the
implementation of a share segregation reform
scheme of Shenzhen Fiyta Holdings Limited (the
“Fiyta”), another subsidiary, the Group’s equity
interests held in these two subsidiaries fell below
50%. However, the Group could continue to
control the key operational and financial decisions
of these two companies. As such, the directors
of the Company consider that the Group has
maintained de facto control in these subsidiaries
even its equity interests in these two subsidiaries
are below 50% and the Group continues to report
them as subsidiaries of the Group for accounting
purposes.



A& 3R &3k Notes to the Financial Statements

WA R D EER
AEBNETEEBBEATEEEBE D
7

. BR - ARKEERD

. IR — B IE E MR N A SR

. EIX—IHERMARE

. ETEm LTENHERBER
RER - EIFIEREIR A REREK
Festf

. BREWE - RELERORSE

. B G E IR —
AR

R TE S 1R (AR

EEREREENETFEMHEHERA
REMEZHSWA - BEERE - AR
MR HEBRBEXER

BEBOB 2B EEMABEE REMR
SER - DHLEETEBRREYE BE

B ERIRE - FEE - EMIER
Eﬁé»&ﬁ%%~imﬁ%%~ﬁ

fw%ﬁﬂ%ﬁﬁé'ﬁWaA“
M”W&é NHEEREEEAR
TEELBERRERD - EASHEER
S AAE(HEE7) - ERIEAE (5
8) - W% - WE K&E(MFE10) - /E
(K1) ZEEIR(MFE12)8X
Hj o

Annual Report 2008 ERERE

REVENUE AND SEGMENTAL INFORMATION
The Group’s principal activities comprise the following
major business segments:

o Resources — Mining and sales of minerals

o Clocks and watches — manufacture and sales of
mechanical and quartz timepieces

o Clocks and watches — retailing sales of branded
quartz timepieces

o Electronic products — manufacture and sale of
liquid crystal displays, printed circuit boards and
cable television equipment

o Investment properties — rental services under
operating leases

o Hotel management — operating hotels and provide
related services

Turnover includes sales of clock and watches and
electronic products, rental income derived from
investment properties and hotel management, and the
exploration and sales of mining resources.

There were no sales or other transactions between the
business segments. Segment assets consist primarily of
property, plant and equipment, construction-in-progress,
mining rights, other non-current assets, investment
properties, land use rights, inventories, receivables and
operating cash, and exclude investments in associates.
Segment liabilities comprise operating liabilities and
exclude minority interest. Capital expenditure mainly
comprises additions to land use rights (Note 7), mining
rights (Note 8), property, plant and equipment (Note 10),
investment properties (Note 11) and construction-in-
progress (Note 12).
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6 WARDEHER 2) 6 REVENUE AND SEGMENTAL INFORMATION
(continued)
REBRHDHELSTWOT - An analysis of the Group’s segmental information is as
follows:
(a) FESRELR, — X% 0P (a) Primary reporting format — business segments
BRLEEY e RRETEER OHERREE  ARERZGEMER FARLEER
Clocks and watches  Clocks and watches Liquid Printed Cable television REng ‘,‘!E B2ER Unallocated 3t
Manufacturing Retailing crystal displ circuit boards equipment Investment properties Mining resources corporate items Total
TER\ —EErE 8B\ CEIME CERE é% I820\F CRBLF CTRNE ERLE SRR\ CERLE CRIAE :%?tff Z38\F “TBLE CRBNG TTLE CIR\F IR
2008 2000 2008 207 2008 2007 2008 2001 2008 207 2008 2007 2008 207 2008 20 2008 207 2008 207
85| 5| i85

ARETT NRETE ARETE ARETT ARETL AGETE ARETE ARETE ABRTE ARRTL ARETZ NGETE ARETE ARRTE
RMBO®  RUBOO RMBOOO RVBOX RMBUX) RMBUD) RMBOO RWBOO RMBOX RMBON) RMBOM RUBOWD RMBO0O  AVBOX

Restled Resited Restted
ABBTE NGRTE ARRTE ABRTT ARETT ARETE
RMBOWO ~ AMBOO AMBOX  RMBC)  RMBO  AUBOND

A Revenue 161008 154903 806870  G0GAI8 1374254 172220 OM413  Te68M  2B16T 25060 107804 G276 103249 - 5049 - - - 4T 337210
i Rests
Ags Segent esufs 26% 1494 6027 IS (5783 11368 759 122180 (1076)  ([028) %4950 48000  (17.262) - 20593 QIGK)  (@20M) (0110) 26762 2679%
Bl AR#31)  Other income (ot 31) 6404 1050 356 435 439 54 806 1639 % 2 629 - ) BO ] (180)  (1399) - %S5 240
Hfokis/(E8)  Other gen/loss)
(zz) Mote 32 -1 - - uIs e - - - - - - - - - B0 B BB B8
{ER3F|/ () Operating poftoss) 9040 17291 638 42181 (B4f0) 113313 98305 138549 B7)  B13) 56 4800 (49.965) - 2187 QITN)  (950) 307 37212 3558
TEMF{ABED Ercess of the Group's share
AFIEE BE  ofthenetfar value ofhe
REAREEFLS  assocte's dentiable
ERLRERE  assels, lebies and
ZEB(EM)  contingent bities over

the cost of an associate

Note 14 - - - - - - - - - - - - - - - - - 600 60065
TEBHEIERT Excess of the Group's share

& ofthenetfarvalue ofa
0% subsidary's identfeble

{Eﬁ_”mﬁéﬁm assels, bifes and
ZEE(W41) contingent blies over

e cost of a subsidiary

(Noig41) - - - - - - - - - - - - - - - 1M - 104 -
BE(RE) /A Fiance (costsincome, net
FE(W%) Mol 1 (057) (%) (7838) (B2208) (B34) 292 14 M) (1006) (36370) - (2500 - (14128)  [06) (105084)  (R2008) (288031)  (B4430)
EEBEDTL  Share of esuls of associaes
B0 Moty - - - - ) - - - - - - - - - - [B500)  699) @M1 [in)
8B4 (3 /45 Income tax charge)credt
(Hz37) Note37) (3M) (158 (10245)  (@4301) 19131 (745) (16055) (0448) 1286 - 3% (4% o) - (%) 510 - - (eegt1) 1,105
SRR/ (E8) Profitoss)for the year 60 W6 61 002 @) R 12 191 58 BMHO) 2414 HET (15066) - N5M8  (16%6) (23840) 410 (287) 262015
LfrEH Other informetion
AEE Segment assefs 28627 230 T0980  SOMT 500067 4TITHI3 1310497 1100220 3888 R6 7038 8% 916478 - 1456251 B0 63 857008 11005988 8524620
TBELFZRE  Invesiments i assocites
(Hitn) Note 14 - - - - - 21 - - - - - - - - - - 5950  ST66M 59532 5768
#EE Total assets B622T B0 TR0 HOMT 50067 4754 130497 110020  BEE N6 0 6% 916478 - 16251 BT %0505 143364 11515520 9101472
el Total lebites 4513 10 4203 28B0M 3073162 2481695  TeATT 63052 G183 3076 60972 - 50500 - 4eER 5731 1865M 1148778 80436 5201420
Bt Capiel expenditre 9533 1615 2521 10108 1254586 1955370 206883 470857 147 7 4628 - 169573 - 5 189 587 5 210301 247166
FRERR Non-cash expenses
-91% HER - Depreciaton of property,
FERRE pent and euipment, and
nEnE nvestment propertes
(Hietok Note 10and
Kittt) Note 11) 15000 10240 12282 8031 15649  5BSE1 69088 004 K3 B0 19496 T 25889 - 165 2168 618 o4 286211 12764
~HERE - Amorsaton of end
B (027) wserights ote 7) 461 461 - - 3% 3% % 39 - - - RO ] - b 3 - - 1592 4818
~FEMGERE - Provison forffeversal of
ERRE/ mpaiment oss of
(BE)(#it33)  receivatles (Note 39 70 53 (308) - %M 115 59 008 % 78 - - - - - - - - % 366
~REGERE/ - Proison oreversa of
(BE)(#2#33)  inventory obsolescence

Note 33) 187 1800 - - 35 4% 12570 528 (10) 399 - - - - 627 - - - NM9 1076
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REVENUE AND SEGMENTAL INFORMATION

(continued)
(a) Primary reporting format - business segments
(continued)

DHEENBEEREE  EEN Segment assets and liabilities are reconciled to
BEHENT : entity assets and liabilities as follows:
BE
Assets
—EENF —EELF
2008 2007
K&
Restated
AB¥FiT AEREFT
RMB’000 RMB’000
BiED é@ Segment assets 10,609,615 7,667,828
Kok Unallocated:
n w%‘”ATZ}xé Investments in associates 509,532 576,641
A ECREE Available-for-sale financial assets 2,098 2,098
HIERBEE Other non-current assets - 459,944
EIRIRRITIER Pledged bank deposits 30,000
Be KIAeEEY Cash and cash equivalents 353,124 310,161
BEEE Fixed assets 10,530 10,593
Hib B &= Other current assets 621 199
BARBEFERER Financial assets at fair value
PR B RIE E through profit or loss - 74,008
11,515,520 9,101,472
=L
Liabilities
—EENF —EELF
2008 2007
K&
Restated
AB¥FT AEREFT
RMB’000 RMB’000
DEPBEE Segment liabilities 6,187,815 4,052,642
Kok Unallocated:
”“Hﬂﬁfr SHAaE Current income tax liabilities - 46
B Borrowings 1,839,100 854,000
H it e 5RIE Other payables 17,411 294,732
8,044,326 5,201,420
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WARDEBER (&) 6 REVENUE AND SEGMENTAL INFORMATION
(continued)
(b) RESBREFR —HWEDE (b) Secondary reporting format - geographical
segments
—ZEENF R4 F
2008 2007
==l
Restated
AR®TFT ABREFT
RMB’000 RMB’000
N Revenue
R A Mainland China 3,036,708 2,145,119
B Hong Kong 652,674 602,236
(EHES Europe and America 258,138 393,337
R KRR East and Southeast Asia 80,862 93,513
EmBEIR Other countries 48,692 123,005
4,077,074 3,357,210

WATEEPHEBRRETH

Revenue is allocated based on the country in

fic o which customers are located.
—EENF —EELF
2008 2007
KETI
Restated
AR¥FiT AREFr
RMB’000 RMB’000

HEE Total assets

AR Mainland China 10,963,952 8,469,754
B Hong Kong 6,278 9,458
FE3 Europe and America 30,306 35,454
R in KR REgan East and Southeast Asia 5,452 9,954
11,005,988 8,524,620
/N Associates 509,532 576,852
11,515,520 9,101,472

REEREEMEETOR

CATIC SHENZHEN HOLDINGS LIMITED

Total assets are allocated based on where the

assets are located.
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WARDEHER (2) 6 REVENUE AND SEGMENTAL INFORMATION
(continued)
(b) RESHFEER - E DI (b) Secondary reporting format - geographical
(&) segments (continued)
—EENF —FELF
2008 2007
&E5
Restated
AEB¥FiT AR Fir
RMB’000 RMB’000
EARM T H Capital expenditure
AR A Mainland China 2,132,170 2,467,829
' Hong Kong 29 3,051
(HES Europe and America 102 765
R MR East and Southeast Asia - =
2,132,301 2,471,645
BARYY NI EEMEMETSD Capital expenditure is allocated based on where
fig o the assets are located.
—EENF —EFELF
2008 2007
47|
Restated
AR¥TT AR Fr
RMB’000 RMB’000
2 EUA 2 Analysis of revenue by category
EmiHE Sales of goods 3,866,021 3,294,454
HEB WA Rental income 107,804 62,756
B TE & U A Hotel operating income 103,249 =
4,077,074 3,357,210
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+ i {55 FA A 7 LAND USE RIGHTS
AEE
Group
—EENF —EFELF
2008 2007
KE5
Restated
AR¥TFT AREFr
RMB’000 RMB’000
R—A—BZEREFE Net book value at 1st January 190,007 50,706
NE Additions 6,419 144,119
U BE BB R B (T a4 1 (b)) Acquisition of subsidiaries (Note 41(b)) 506,843 =
B Amortisation (15,992) (4,818)
Rt+-—A=+—HBZEEFE Net book value at 31st December 687,277 190,007
BEHEBERE : Representing by nature:
WA Investment properties 14,161 14,623
HAb#Z Other properties 673,116 175,384
687,277 190,007

REBRRIEENETRITHRERS R

sFABE S5 ARKE11,535,0007T ( =

TE+F &) R ARM4,457,0007C
—ZTZ+F : AR¥4,818,0000T ) °

AEE 2 TiEREAMRPEEA
I T AR B N 3 B IR B R T30 =50
FEAY  ZPEARE 2B -

R-ZEENF+_-_F=+—H - JEBIH
EIFIR1T 5 B A R #¥680,000,0007T (=
ZELF - &) R ARK2,068,460,000
T(ZZEZT+F : AR¥1,802,577,000
TT) * DRIAERBEBKE R EEREER
R ED B4 A R#495,308,0007T ( =
TELF £ ) R ARK124,958,0007T
(ZZTZ+F : AR¥127,579,0007T )
Z b AR ( PisE27 ) o

CATIC SHENZHEN HOLDINGS LIMITED

Amortisation of RMB11,535,000 (2007: nil) and
RMB4,457,000 (2007: 4,818,000) are included in the
cost of goods sold and administrative expenses in the
consolidated income statement respectively.

The Group’s land use rights are situated in the mainland
China and the respective land use right was granted by
the Town Planning and Land Administration Bureau for
periods of 30-50 years from the date of grant.

As at 31st December 2008, non-current secured
bank borrowings of RMB680,000,000 (2007: nil)
and RMB2,063,460,000 (2007: RMB1,802,577,000)
were secured by the land use rights of Guangdong
International Building and Shanghai Tianma at the net
book value of approximately RMB495,308,000 (2007:
nil) and RMB124,958,000 (2007:RMB127,579,000)
respectively (Note 27).
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LAND USE RIGHTS (continued)

As at 31st December 2008, land use rights certificates
of certain parcels of land of the Group with an aggregate
carrying amounts of approximately RMB124,958,000
(2007: RMB127,579,000) had not yet been obtained by
the Group. After consultation made with the legal counsel
of the Company, the directors consider that there is no
legal restriction for the Group to apply for and obtain the
land use rights certificates.

RiER MINING RIGHTS

REEE

Group
—EENF —EE+F
2008 2007
K&
Restated
ARETTT ARETT
RMB’000 RMB’000
R—A—BZREFE Net book value at 1st January 306,828 -
= Additions 291,067 -
WEE B A Al (Kit2e) Acquisition of subsidiaries (Note 2(g)) - 322,000
By Amortization (28,407) (15,172)
RT+—A=+—HZEmZFE Net book value at 31st December 569,488 306,828

HRABRRZEENARITHRERD R
P A £ 58 A R#18,220,0007T ( =
T +F 8 ) R AR%10,187,000
T (ZE2EZ+F : AR¥ 15,172,000
JT) °

AEBEBRFANEABEBNBEREZHE
o BB RBEE L ERERZZZN
F+=-A=+—HAARL70,968,000
TC 0 A HTEEE48.9189F H A E » I
RABEEIMNE SR - BiE 2 K
BRME{E A R#220,099,0007T © % BiHEE
424553 F AR E s MRHRERE
EHEMRIIE - FAXKE D XN
KRB AR®193,366,0007T °

Amortization of RMB18,220,000 (2007: nil) and
RMB10,187,000(2007: RMB15,172,000) have been
included in the cost of goods sold and administrative
expenses in the consolidated income statement for the
year respectively.

The Group had acquired the mining rights of coal and
phosphorus mine during the year. The mining rights of
the coal mine of a carrying amount of RMB70,968,000
as at 31st December 2008 has a site area of
approximately 8.9189 sqg. km. and it is located in Liuzhi
Prefecture of Guizhou Province, the PRC. The mining
rights of the phosphorus mine of a carrying amount
of RMB220,099,000 has a site area of approximately
2.4553 sqg. km. and is located in Dongchuan District,
Kunming Prefecture of Yunnan Province, the PRC.
RMB193,366,000 of the related consideration was paid
by the Group during the year.
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MINING RIGHTS (continued)

As detailed in Note 2(e), the Group had acquired the
mining right of a potassium mine through the acquisition
of CATIC Sanjia. The mining right has a site area of
approximately 284,526 sqg. km. and is located in Lenghu
District, Haixi Prefecture of Qinghai Province, the PRC.

5k GOODWILL
ABREFT
RMB’000
BZ-_2Z2+tH+=A Year ended 31st December 2007 (Restated)
=+—BHLEFERES)
AE R FREREFE Additions and closing net book amount (Note 2(e)) 5,240
(H1az2(e)
BE-_ZZENF+=A Year ended 31st December 2008
=+—HLEE
FH R FXRREFE Opening and closing net book amount 5,240

HERETMRENR _TTLFRERH
BERASWERM = (CABLREE
EEARIR) (MiiE2e)) « A= 27
WHeEEEREBEMER - EEAMN
EEEMLERERF 2UBRA/K
ZIRE R -

EEEREBELBALEAMISER
ZIEMMEBRI AFHERME - FAERAZ
I R B R E P 2 TROB
—H - IRAZHRESHAMRE
I [ B o i = 7 B 2 B R S AR R 2 5
Bk - "RREFTRAN_FFT/N\EF
T-HA=+t—8 BAHEEHH=H
EAEZEEFHRRERE

CATIC SHENZHEN HOLDINGS LIMITED

The goodwill was arisen from the initial acquisition of
CATIC Sanjia by Catic Investment Company from an
unrelated company in 2007 (Note 2(e)), which was treated
as a separate cash generating unit. The recoverable
amount of CATIC Sanjia has been determined based on a
value-in-use calculation, which uses cash flow projection
based on a financial forecast approved by management
covering five-year period.

Management determined estimated gross margin based
on past performance and its expectations for the market
development. The weighted average growth rate used is
consistent with the forecasts included in industry reports.
The discount rate used is pre-tax and reflects specific
risks relating to business operated by CATIC Sanjia. The
directors of the Company considered that there was
no impairment charge needed to be made against the
goodwill balance arising from acquisition of CATIC Sanjia
as at 31st December 2008.
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10 PROPERTY, PLANT AND EQUIPMENT

RE Group
—BENE
2008
RER
Equipment RE  REBREY
g and Motor Mining k]
Buildings ~ machinery vehicles  structures Total
AREFT  AREFT AREFT ARETT ARETT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
R Cost
HE-EEN\F+=H Year ended 31st December 2008
=+—-ALEEE
F(LE) At beginning of year (Restated) 545,094 1,102,158 44,915 11,453 1,703,620
EETIREA Transfer from construction-in-
(Hiz£12) progress (Note 12) 1,395,564 2,404,137 6,722 90,347 3,896,770
WEER B AR Acquisition of subsidiaries
(Hii241b)) (Note 41(b)) 228,623 65,233 3,221 - 297,077
B Additions 192,928 145,887 10,401 23,869 373,085
e Disposals (7,325) (69,415) (2,788) - (79,528)
EREREME Transfer to investment properties
(Hiz11) (Note 11) (7,676) - - - (7,676)
FER At end of year 2,347,208 3,648,000 62,471 125,669 6,183,348
K&k Representing:
BRA At cost 2,347,208 3,648,000 62,471 125,669 6,183,348
25T E Accumulated depreciation
EM(EET) At beginning of year (Restated) 182,417 539,684 24,737 317 747,155
AEERHR Charge for the year 59,319 193,749 9,423 5,622 268,113
e Disposals (7,077) (35,671) (1,726) - (44,474)
EREREYE Transfer to investment properties
(Hizt11) (Note 11) (2,492) - - - (2,492)
EXR At end of year 232,167 697,762 32,434 5,939 968,302
REFE Net book amount
FR At end of year 2,115,041 2,950,238 30,037 119,730 5,215,046
EM(EET) At beginning of year (Restated) 362,677 562,474 20,178 11,136 956,465
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Y MERRE &) 10 PROPERTY, PLANT AND EQUIPMENT
(continued)
REEE) Group (continued)
R LE(LE)
2007 (Restated)
B
Equipment AE REBEEEYD
BT and Motor Mining oz
Buildings machinery vehicles structures Total
NEEFT  ABEFT AREFT AREFfT ARETT
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
BRA Cost
BZE_EZ+H+ZH Year ended 31st December 2007
=t+-ALEE
2 At beginning of year 494,491 876,273 38,255 = 1,409,019
EETEEA Transfer from construction-in-

(Hizt12) progress (Note 12) 1,462 29,278 = - 30,740
WEEH B AR Acquisition of subsidiaries 21,284 27,901 2,833 11,453 63,471
RE Additions 20,419 192,081 5,708 - 218,208
e Disposals (4,381) (18,882) (1,663) = (24,926)
REMEBA Transfer from investment properties

(Hizt11) (Note 11) 12,539 - - - 12,539
HERBAT Disposal of subsidiaries (720) (4,493) (218) - (5,431)
FER(EET) At end of year (Restated) 545,094 1,102,158 44,915 11,453 1,703,620
NEE Representing:

BRA At cost 545,004 1,102,158 44,915 11,453 1,703,620
e Accumulated depreciation

E9) At beginning of year 154,007 473,389 21,860 = 649,256
AEEEHE Charge for the year 28,602 85,929 5,378 317 120,226
HeE Disposals (3,996) (17,180) (2,298) - (23,474)
BEMEBA Transfer from investment properties

(Hizt11) (Note 11) 4,524 = = = 4,524
HEMBAR Disposal of subsidiaries (720) (2,454) (203) = (3,377)
FR(EE) At end of year (Restated) 182,417 539,684 24,737 317 747,155
BREFE Net book amount
FER(EET) At end of year (Restated) 362,677 562,474 20,178 11,136 956,465
=2 At beginning of year 340,484 402,884 16,395 = 759,763

CATIC SHENZHEN HOLDINGS LIMITED
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ME- S BERKE &) 10 PROPERTY, PLANT AND EQUIPMENT
(continued)
AATF Company
“EENE
2008
RERKE
Equipment Yok
BF and Motor ekl
Buildings machinery vehicles Total
ANEREFT AREFT ARETT ANRETFT
RMB’000 RMB’000 RMB’000 RMB’000
B Cost
BE_EZN\E+ZH Year ended 31st December 2008
=t-ALEE
F4) At beginning of year 21,925 140 4,107 26,172
NE Additions - 588 - 588
HeE Disposals - (71) - (71)
N At end of year 21,925 657 4,107 26,689
NEE Representing:
R At cost 21,925 657 4,107 26,689
it E Accumulated depreciation
F4 At beginning of year 11,452 97 3,798 15,347
AEEFIE Charge for the year 851 26 - 877
& Disposal - (65) - (65)
X At end of year 12,303 58 3,798 16,159
REFE Net book amount
FXR At end of year 9,622 599 309 10,530
E4) At beginning of year 10,473 43 309 10,825
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10 PROPERTY, PLANT AND EQUIPMENT

(continued)
RNT(4) Company (continued)
“ETHF
2007
RN
Equipment "E
BF and Motor ek
Buildings machinery vehicles Total
ANRETFT ANRETFT ARETFT ANRETFT
RMB’000 RMB’000 RMB’000 RMB’000
BRA Cost
BZE_EZ+H+ZH Year ended 31st December 2007
=+-HILFE
2 At beginning of year 21,925 127 4,070 26,122
NE Additions - 20 37 57
HeE Disposals = 1) = (7)
ER At end of year 21,925 140 4,107 26,172
K& Representing:
B A At cost 21,925 140 4,107 26,172
it E Accumulated depreciation
2] At beginning of year 10,594 9% 3,798 14,488
REEFIE Charge for the year 858 7 = 865
& Disposal = ) = 6)
X At end of year 11,452 97 3,798 15,347
BREFHE Net book amount
FX At end of year 10,473 43 309 10,825
E4) At beginning of year 11,331 31 272 11,634

192 CATIC SHENZHEN HOLDINGS LIMITED
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16,387,000 L ( —TF+F : E)HF X
8 ©

AEBZABRTFHURTEENA -

R-ZZBEZNE+-_FA=+—H " A0
B A R R 1T 15 B A R # 680,000,000
T(ZE2EZELF : ) RARK
2,063,460,0007 L ( — T+ 4 : ARK
1,802,577,0007T ) 7 Bl B B R B BR K=
BREFENARK224,432,0007T ( =F
T+F 8 ) ZEFUREERSEERER
FEY AR #2053,003,0000T ( —EF
HE ) 2BFANERE N HEEER
#(HfEE27 ) °
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PROPERTY, PLANT AND EQUIPMENT
(continued)

During the year, the construction and installation of
production machinery of Shanghai Tianma, amounting to
RMB2,985,298,000, was completed and transferred to
“Equipment and machinery” (Note 12).

The buildings and other property, plant and equipment of
the Group were stated at historical cost.

Depreciation expense of RMB268,113,000
(2007: RMB120,225,000) had been charged to
cost of goods sold of RMB197,572,000 (2007:
RMB88,545,000), distribution costs of RMB8,386,000
(2007: RMB7,119,000), administrative expenses
of RMB45,768,000 (2007: RMB24,561,000) and
construction in progress of RMB16,387,000 (2007: nil).

The Group’s buildings are all situated in the mainland
China.

As at 31st December 2008, non-current secured
bank borrowings of RMB680,000,000 (2007: nil) and
RMB2,063,460,000 (2007: RMB1,802,577,000) were
secured by the buildings of the Guangdong International
Building at the net book value of approximately
RMB224,432,000 (2007: nil), and the buildings and
equipment and machinery of Shanghai Tianma at the net
book value of approximately RMB2,953,003,000 (2007:
nil) respectively (Note 27).
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11 BEYE 11 INVESTMENT PROPERTIES
rEH
Group
—EENEF —ETELF
2008 2007
47
Restated
AEB¥FT AREFT
RMB’000 RMB’000
FREE Carrying amount
F4) At beginning of year 281,316 293,855
WEEM B AR (Mfat41b)) Acquisition of subsidiaries (Note 41(b)) 542,190 =
NE Additions 45,338 -
M - BB REREEA Transfer from property, plant and
(Hii£10) equipment (Note 10) 7,676 =
EREYE - BB R Transfer to property, plant and
(Hiz£10) equipment (Note 10) - (12,539)
FR At end of year 876,520 281,316
it E Accumulated depreciation
F4) At beginning of year 87,443 84,569
REEFFHR Charge for the year 18,098 7,398
M - R R EREEA Transfer from property, plant and
(Hizt10) equipment (Note 10) 2,492 =
EEEYIE  RE KK Transfer to property, plant and
(Hiz£10) equipment (Note 10) - (4,524)
FR At end of year 108,033 87,443
REFE Net book value
FR At end of year 768,487 193,873
F4) At beginning of year 193,873 209,286
BEEME Directors’ valuation
— B IE B - L fE A - including the valuation of the relevant
FIEHE land use right payments 903,210 361,210

CATIC SHENZHEN HOLDINGS LIMITED
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BEWMHE &) 11  INVESTMENT PROPERTIES (continued)
R-BEEZNF—A=+—"8 ~A&H On 31st January 2008, the Group acquired 75% equity
BAERBEBERKE75% MK #E (ME interest in GIB Company (Note 41(b)). The portion
41b)) - ERBEIBRNE#HEA FIERHE of Guangdong International Building owned by GIB
SWHRZERBEBRRKESD B3t AK Company held for long-term rental yields had then
Bz - A AR542,190,0007T ° been included in the investment property, amounting to
RMB542,190,000.
REBRNEEMELNNTPEIER - The investment properties of the Group are situated in
the PRC.
HWEREMER_SZENER_ZTZ+ The valuation for the investment properties at 31st
FHZA=T—AZHENTHRESEA December 2008 and 2007 were determined by the
S ERET directors based on the open market value basis.
R-_ZEENE+—-_A=+—H #X&EE As at 31st December 2008, non-current secured
— B ARIERBB REFTESZIE bank borrowings of RMB680,000,000 (2007: nil)
mENIRIRTT & & A R #680,000,0007T were secured by the investment properties of the
—EEF 8 ) AERBBAER Guangdong International Building at the net book value
EFE L A R532,250,0007T ( =% of approximately RMB532,250,000 (2007: nil) made
THE ) 2IRBEWEEEE (M available to GIB Company, a subsidiary of the Group
27 ) ° (Note 27).
EEIR 12 CONSTRUCTION-IN-PROGRESS
rEE
Group
—EBENE ZETLF
2008 2007
ARMFT AREFT
RMB’000 RMB’000
F4) At beginning of year 2,654,651 446,349
WHEMY B AR (Hfat41(b)) Acquisition from subsidiaries (Note 41(b)) 417 133,046
= Additions 1,401,740 2,105,996
EEREYE  BRE KK Transfer to property, plant and
(H7z£10) equipment (Note 10) (3,896,770) (30,740)
FR At end of year 160,038 2,654,651
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EERIRZ#®) 12 CONSTRUCTION-IN-PROGRESS (continued)
FN - REEZ-—HENBRAR LEREE During the year, further costs totalling RMB960,568,000
EMEMEA ZEINKAELARE (2007: RMB2,024,730,000) had been incurred for the
960,568,0007C ( ZZEZT+F : AR construction of the production plant of a subsidiary,
2,024,730,0007T ) * B IIEE T - Shanghai Tian Ma, which was completed and transferred
TER-ZEENFHLA=ZTHEEZEXK to fixed assets under the equipment and machinery
EHEYE  BEMREETINZ2BEEE category of property, plant and equipment of the
R SR XA Bl o PrEd £ 7 iR S5k 2K Group on 30th September 2008. The construction
BREKERZE KA - B ENEF costs transferred include costs of the machinery and
B E  EEUARAEESRELY equipment, capitalised interest, depreciation, amortisation
EfbEsiE - and other losses incurred during the trial run period.
HepD B E S AR ARB911,472,000 The remaining transferred construction costs of
T ( ZZEELF . AR®30,741,000 RMB911,472,000 (2007: RMB30,741,000) had been
L) NHEEMHBARZCAEREE incurred for production plants of other subsidiary
Ao companies.
RMBARZIRE 13 INVESTMENTS IN SUBSIDIARIES
PN
Company
—EENE ZETLF
2008 2007
ARMFT AREFT
RMB’000 RMB’000
WE - R Investments at cost:
— ET ARG — shares in listed companies 352,838 352,838
—JEEMmARG — unlisted equity interests 1,212,223 445276
—BE — impairment (11,050) (11,050)
1,654,011 787,064

RZEZNF+_A=+—H  EHmA
A& D 2 T EL A ARA,076,544,000
T(ZE2EZELF : AR¥9,385,584,000
JC) °

CATIC SHENZHEN HOLDINGS LIMITED

As at 31st December 2008, the market value of shares
in listed companies approximated RMB1,076,544,000
(2007: RMB9,385,584,000).
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established and operated in the PRC):

13 RHBARZRE#) 13
R=ZZEZENF+=ZA=+—H ' £RXF
RTE)EZH B AR FHE REEZ (R
NEIEZRRZEMBE R (HRPET
it R EAREEFR SR A EEEE
RBEHRHEBEERLH)

/R AE
Date of
WEAREHE incorporation/ Fris RS
Name of subsidiary establishment Attributable equity interest
—BENE S 3
2008 2007
EE Bl BE 3}
Direct Indirect  Direct  Indirect
AEMEFROERAT —AN=F 45.62% - 4562% -
(IREAR)HZe) +—ANR
Tianma Microelectronics ~ 8th November 1983 =
Co., Ltd. (“Tianma”)
(Note (c))
RMMARERERAT  —AN\EEF 95% - %% -
(TRmE%]) tA=H
Shenzhen Shennan 3rd July 1984
Circuit Co., Ltd.
(“Shennan Circuit”)
AmREE(KE) —NWNEBE 44.69% - 44.69% -
RABRAT =A=1H
(IRE# )W)  30th March 1990
Shenzhen Fiyta Holdings
Limited ("Fiyta’) (Note (c))
MIERAREREN  —ANF 60% - B0% -
BRAT NA=RH
(gl 3rd August 1991
Shenzhen Maiwei
Cable TV Equipments
Co., Ltd. ("Maiwei")
EEREWEFRN ZZTtHE 21% 30% 21% 30%
ARAR(LBXRS]) WALA
Shanghai Tianma 7th April 2007
Microelectronics Co.,

Ltd. ("Shanghai Tianma”)

AIPHERERAR —TRLE 100% - 100% =
([HmER] ) AATER
Shenzhen CATIC 17th September
Resources Co., Ltd 2007
(“CATIC Resources”)
BETM=REE “ZTtE - 100% - 100%
ARAT(HHA=H]) HATAA
(W) 16th May 2007
Haixi CATIC Sanjiaguiye
Co., Ltd. (‘CATIC
Sanjia”) (Note (a))
ERERARELERAR —T2N\F 5% - = =
(IEREBAR) -f=t-8
(i) 31st January 2008

Guangdong International
Building Industrial
Co., Ltd. (‘GIB
Company’) (Note (b))

HRER

Registered capital

AR #265,540,00070
RMB265,540,000

AK#130,000,0007
RMB130,000,000

AR #249,318,00070
RMB249,318,000

AR#20,000,0007T
RMB20,000,000

AR#515,000,0007
RMB515,000,000

AR #500,000,0007C
RMB500,000,000

AR#550,000,0007
RMB550,000,000

ARH416,459 4177C
RMB416,459,417

SRR
Type of legal entity

BOERAT (R
R EWAT)
Joint stock company

(listed on the Shenzhen

Stock Exchange)

ARERRH
Limited liability company

BOERA (R
ELN VNG|
Joint stock company

(iisted on the Shenzhen

Stock Exchange)

RELE
Contractual joint venture

RELE

Contractual joint venture

BAb%
Wholly owned company

BALE

Wholly owned company

REL¥

Contractual joint venture

RYIPEERGERD R

INVESTMENTS IN SUBSIDIARIES (continued)

As at 31st December 2008, the Company had equity
interests in the following major subsidiaries which, in
the opinion of the directors, materially contribute to the
net results of the Group or held a material portion of
the assets or liabilities of the Group (all incorporated/

IERH

Principal activities

PERBERS
A

Manufacture and sale
of liquid crystal

displays
SERHENS

BHEIR
Manufacture and sale
of printed circuit

boards

Manufacture and sale
of watches and
clocks

RERHERREHR
gz
Bl

Manufacture and sale
of electronic
components of
cable television
appliances

PEREERS
e

Manufacture and sale
of liquid crystal
displays

Resources business

BREH

Resources business

BERNELE
Hotel and property
operations
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RHEBRBE2RE#E)

Mzt -

(@)

FMEER T LFRA+T/ BN
R AE A R % 330,000,000 7t 7t W & 58
VE=ZHBKELERABHREAR
BE AR AL = R 60% AR o anfi 5E2(e)
frit - R=ZZEZENF—RA=+—H
H AN &R B AR MR B RT S — TE IR
' IS MREARKS330,000,0007T
BAFM=60%KHE - WHEN=
TEZNFRA=-Z+=HZK - BE& -
R &R ER R i = 8 2 PR A o

BE RZZEZN\F—A=+—H"
B RERM=FER 2 DHBER
BKEEERKBFEARGIZZHE
ek 0 DBIEABT ZH M =#H30%
Kot - HERESFABARK
165,000,000 7t & A R # 27,500,000
T WEER-_ZEZNFNALH
T c ENRERAGRKELEERK
AR A RN EREE S m =1
FEERAEZEZEBEIIAARK
10,484,0007T & A R#1,747,0007T
BETARE B G B HRE 2 E M
B - BEE - PMERRFM=F 2
& #E FH60%E I ZE95% °

RZZBEENFENA-F+H BHE
TRE PR =R DB EREHRER
ARV B —EHpHE  UWRSREAR
¥ 125,000,000 7T B8 A R fin = SR &2 T
5%ME - WHEENR T N\FEXA
Z+MAER - BAREEX B RE
AR ERES M= FEER
& A R % 99,668,000 T 2 %= 8 -
ERT ARG M B RE 2 HMEES -
BE1% - FRME R B M = 2 s
95% 3 HIZE100% °

REERARTANE_ZZTLFHHA
THRRTGZERESNASHAEZ
BHEGZE  ARBURSREARE
300,000,0007T# A E R B KE75%
et - 3 [F) B AR R P A EIE (MR
41(b) - BEREBRAE 2 X EEBKBHE
HEREEERBEBERNE  UARER
REEERBEREE -

CATIC SHENZHEN HOLDINGS LIMITED
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INVESTMENTS IN SUBSIDIARIES (continued)

Notes:

(@

CATIC Investment Company acquired 60% equity
interest in CATIC Sanjia from Mr. Yang Yong Gang and
Tiantian Potash Company, two independent third parties,
at a consideration of RMB330,000,000 on 16th May
2007. As detailed in Note 2(e), on 21st January 2008,
CATIC Resources entered into an acquisition agreement
with CATIC Investment Company to acquire its 60%
equity interest in CATIC Sanjia at a cash consideration
of RMB330,000,000. The acquisition was completed on
23rd May 2008. Thereafter, CATIC Resources obtained
control over CATIC Sanjia.

On the same date, 21st January 2008, CATIC Resources
entered into various agreements with the then minority
shareholders of CATIC Sanjia, Mr. Yang Yong Gang and
Tiantian Potash Company, for acquiring their remaining
shareholdings in CATIC Sanjia 30% and 5% respectively.
The consideration was satisfied by cash consideration
of RMB165,000,000 and RMB27,500,000 respectively.
The acquisitions were completed on 7th April 2008.
The differences between the consideration paid and the
carrying value of net assets owned by Mr. Yang Yong
Gang and Tiantian Potash Company in CATIC Sanjia at
the time of acquisition, amounting to RMB10,484,000
and RMB1,747,000 respectively, had been recorded as
a debit to other reserves in the consolidated financial
statements of the Group. Thereafter, CATIC Resources’
equity interest in CATIC Sanjia was increased from 60%
to 95%.

On 20th June 2008, CATIC Resources entered into
another agreement with the minority shareholder of
CATIC Sanjia, Tiantian Potash Company to acquire
the remaining 5% interest in CATIC Sanjia at a cash
consideration of RMB125,000,000. The acquisition
was completed on 24th June 2008. The difference
between the consideration paid and the carrying value
of net assets owned by Tiantian Potash Company in
CATIC Sanjia at the time of acquisition, amounting
to RMB99,668,000, was also recorded as a debit to
other reserves in the consolidated financial statements.
Therefore, CATIC Resources’ equity interest in CATIC
Sanjia was increased from 95% to 100%.

Pursuant to various agreements which were approved
at the extraordinary general meeting of the Company
on 14th May 2007, the Group acquired 75% equity
interest in GIB Company at a cash consideration of
RMB300,000,000 and had agreed to assume all its
debts (Note 41(b)). Principal business activities of GIB
Company comprise leasing and management of the
Guangdong International Building and the management
and operations of the Guangdong International Hotel.
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13 INVESTMENTS IN SUBSIDIARIES (continued)

Notes: (continued)

(¢) The Group’s equity interests held in these subsidiaries

fell below 50%.

However, the Group could continue

to control the key operational and financial decisions
of these subsidiaries. As such, the directors of the
Company consider that the Group had maintained
de facto control in these subsidiaries and the Group
continues to report them as subsidiaries of the Group

for accounting purposes.

REE QT 2BRE 14 INVESTMENTS IN ASSOCIATES
3 529
Group Company
“RENF  CBEtE  CREAF  C2RtE
2008 2007 2008 2007
AREFT ANEEFT ARBTT ANREFT
RMB’000 RMB’000 RMB’000 RMB’000
E4] At beginning of year 576,852 27,319 310,623 5,011
WERYR i E Acquisition of CATIC Real Estate - 261,668 - 261,668
AEHESREEEAN  Transfer from avalable-for-sale
financial assets - 43,944 - 43,944
AEBFhEE N7 Excess of the Group’s share
HREE of the net fair value of the
BEREA associate’s identifiable assets,
BRFAAE liabilities and contingent
iﬁﬂﬁ%%ﬁ liabilities over the cost of
A2 ZER an associate - 60,065 - =
BADEARAES Step-up of fair value of the
BeEn 7@‘%@2 acquired share of net assets
INTRE S of an associate in fair value - 191,029 - =
WHBARZIXE®E#HE  Conversion from investment in
BREEAEZRE subsidiary to investment in
associates - 1,455 - 5,100
R Impairment - (1,455) - (5,100)
ELURAR & Dividends received (12,425) - (12,425) =
HERBEAREER  Reversal of revaluation surplus
BEEHEH% on the disposal of assets of
(Hiz+26) the associate (Note 26) (26,603) - - =
MBS DR A Share of fair value loss from
HENBEEAS available-for-sale financial
EER(226) assets of the associate (Note 26) (4,581) = - -
BB ENREE Share of losses of associates (23,711) (7,173) - =
FX At end of year 509,532 576,852 298,198 310,623
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RBE QB ZRE (&) 14
R-ZBENF+-A=+—8 AAF
BRERERZ EEHERRMT :

BELRER

Name of associate

ARYI AR
BRAT

CASTIC-SMP Machinery
Corporation Limited

RYRATIZER
BRAA

Shenzhen Shenrong
Engineering Plastics
Co., Ltd.

RRRADA
HYVIX Co., Ltd.

AP REER TR
ARRAE(THmEE])

Shenzhen CAERO
Digital Display Inc.
(‘CAERO")

A st R (7
BRAR(HHa)

Shenzhen CATIC Real
Estate Co., Ltd
(note a)

RaYg Ak
Date of KORELESR
incorporation/ Attributable
establishment equity interest
ZEE\F —TT4F
2008 2007
—NN\RE 50% 50%
+—A+EA
15th November 1986
VW& 30% 30%
—A+tA
17th January 1989
“ZIME=AHA 25% 25%
5th March 2004
—ETRE 39.51% 39.51%
ZR=17H
26th February 2005
—NN\RE 22.35% 22.35%
TA-thE
29th May 1985

CATIC SHENZHEN HOLDINGS LIMITED

EfEx
Registered
capital

1,595,000
USD1,595,000

AKH3,600,0007
RMB3,600,000

1,500,000 7
USD1,500,000

AK#10,000,0007C
RMB10,000,000

AR%
222,320,4727C
RMB222,320,472

Annual Report 2008 ERERE

LEER
Type of
legal entity

RERZE
Contractual joint
venture

RERZE
Contractual joint
venture

RERZE
Contractual joint
venture

ARLE
Contractual joint
venture

RABRAR R
FERFEMAR)

Joint Stock
Company (Listed
on the Shenzhen
Stock Exchange)

INVESTMENTS IN ASSOCIATES (continued)
As at 31st December 2008, the Group had direct
interests in the following major associates:

ITER/
EMRE %
Principal activities/
place of
incorporation

and operation

SUERIHETRARHE
e

Manufacture and sale
of dry cleaning
machines, PRC

REREE T2 Hm
Gl

Manufacture and sale
of plastic casings,
PRC

HE RERHEE
RESBERAIEE
Efm -

Manufacture, research
and sale of liquid
crystal displays,
Korea

FFETSNHAR
FEREE

Research and
development and
sale of digital
displays

MERERRE
RE BEREE

Property developing
and construction,
investment, retailing
and hoteling
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A (B A2 AR (S
AE(RIERHEDT :

AR EEER

Place of RE/ERER

incorporation Authorised/
1 and kind Registered
Name of legal entity capital

MIrEERREERARY  PE - AREEAT N
GASTIC-SMP Machinery The PRC, Limited 7,861,007
Corporation Limited Liability company RMB7,861,000

MIFEIREHERAR P AREAAT AR%

Shenzhen Shenrong The PRC, Limited 3,600,000
Engineering Plastics Liability company RMB3,600,000
Co., Ltd.

AT &6 ARREAT 1,500,000%7

HYVIX Co., Ltd. Republic of Korea, USD1,500,000

Limited Liability
company

AR hE - EREMAR N
ERAF The PRC, Limited 12,910,000

Shenzhen CAERO Liability company RMB12,910,000
Digital Display Inc.

R ERDERAR RHERAA N
Shenzhen CATIC (RIBRIEMAR) 222,320,472
Real Estate Co., Ltd Joint Stock Company RMB222,320,472
(Listed on the
Shenzhen Stock
Exchange)

Annual Report 2008 R

INVESTMENTS IN ASSOCIATES (continued)
The Group’s share of the results of its principal
associates and its share of the assets (including liabilities)
are as follows:

KEER
BARRE Aokt
Paid up ZEE)\E % Interest
capital 2008 held
BE g BA R/ (B8
Assets Liabilities Revenues Profit/(loss)
ABETT AREFL ARETT AREFZ
RMB’000 RMB’000 RMB’000  RMB’000
ARE 30,217 9,024 28,926 518 50.00%
7,861,000
RMBY,861,000
ARE 5,863 1,158 6,383 100 30.00%
3,600,007
RMB3,600,000
1,500,000%7 1,170 1,150 - (211)  25.00%
USD1,500,000
ARE 2,789 1,742 - - 3951%
12,910,000
RMB12,910,000
AEE 1,330,621 797,085 441027 (24,118)  22.35%
202,320,472
RMB222,320,472

1,370,660 810,159 476,336  (23,711)
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14 RBEQARZRE®) 14 INVESTMENTS IN ASSOCIATES (continued)
AMbREEES
Place of g/ iHER BEES
incorporation Authorised/ EARRA antt
2R and kind Registered Paid up ZTSHE % Interest
Name of legal entity capital capital 2007 held
g 8 WA &/ (E8)
Assets  Liablities  Revenues  Profit/(loss)
ANREFT A\REFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
M kR hE - AREEAF ARE ARE 28,880 8205 28306 576 50%
ERAT The PRC, Limited 7,861,000 7,861,000
CGASTIC-SMP Machinery Liabilty company RMBT7,861,000 RMBT7,861,000
Corporation Limited
MIFRATREH mE - AREEAF ARE ARE 6,023 1418 8,236 495 30%
ERAF The PRC, Limited 3,600,007 3,600,0007C
Shenzhen Shenrong Liability company RMB3,600,000 RMB3,600,000
Engineering Plastics
Co., Ltd.
3 SN &6 AREEAT 1,500,000%7 1,500,057 2,02 1,778 718 (43) 5%
HYVIX Co., Ltd. Republic of Korea USD1,500,000 USD1,500,000
R REEETR hE AREEAR N AE® 2066 1,741 517 (1454)  3951%
ARAR The PRC, Limited 12,910,007 12,910,007
Shenzhen CAERO Liability company RMB12,910,000 RMB12,910,000
Digital Display Inc.
AMeFERNERAD  RBARAT N AEE 1199712 680383 24002 (8000)  22.35%
Shenzhen CATIC Real (RYBRFLHAR) 2223204727 2023204727
Estate Co., Ltd Joint Stock Gompany RMB222,320,472 RMB222,320,472
(Listed on the
Shenzhen Stock
Exchange)
1239606 693525 61929 (8,626)
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15 FINANCIAL INSTRUMENTS BY CATEGORY

REM : The Group:
BORERER
BRIk
CREE AHHE
Financial CREE
ERK assets at Available-
P FRIE fair value for-sale
Loans and  through the financial @zt
receivables profit and loss assets Total
AREFT AREFT  ARMFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BE NRAEERRER  Assets as per consolidated
Fid balance sheet
“ZT\F+=-A=1+—H 31st December 2008
AftHESREE Available-for-sale financial assets
(Hizt16) (Note 16) - - 11,001 11,091
B IR (H220) Trade receivables (Note 20) 832,366 - - 832,366
EWEE(Hi220) Notes receivables (Note 20) 174,542 = = 174,542
MR 2 BT R Excess of input over output value
Hiv R (f220) added tax and other receivables
(Note 20) 146,043 - - 146,043
Be RS EEY(H:#23) Cash and cash equivalents (Note 23) 874,373 = = 874,373
@t Total 2,027,324 - 11,001 2,038,415
—TTLF+-A=t—H
(&E5) 31st December 2007 (Restated)
AHHESRMEE(HZ16)  Available-for-sale financial assets
(Note 16) - - 231,282 231,282
B2 RUG (Hiiz20) Trade receivables (Note 20) 668,561 = = 668,561
EWEE (Hr220) Notes receivables (Note 20) 282,854 = = 282,854
AR Z BT & Excess of input over output value
Hiv R (4220 added tax and other receivables
(Note 20) 99,881 - - 99,881
BAREEBERIIR Financial assets at fair value
e RAEMZ21) through profit or loss (Note 21) - 74,008 = 74,008
Be LREEEY(H/:723) Cash and cash equivalents (Note 23) 1,306,698 = = 1,306,698
“aat Total 2,357,994 74,008 231,282 2,663,284
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ZERsENER I A (2) 15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
AT : The Company:
BAAEER
BRIIEZ
tHEE HeE
Financial SREE
EXR assets at Available-
R fair value for-sale
Loans and  through the financial @t
receivables profit and loss assets Total
ARETT  AREFT ARETT  ARETT
RMB’000 RMB’000 RMB’000 RMB’000

EE MEESBRFE  Assets as per balance sheet
“TT)\F+=-A=+—H 31st December 2008
AR ESRERE (H:F16)  Avallable-for-sale financial assets

(Note 16) - - 1,400 1,400
HAb YNGR (H7#20) Other receivables (Note 20) 449,211 = = 449,211
B4 MESEBY(M723)  Cash and cash equivalents (Note 23) 353,124 = = 353,124
@t Total 802,335 - 1,400 803,735
“ZTZ+FE+-F=1+—H 31st December 2007
A HESREE(H:#16)  Avallable-for-sale financial assets

(Note 16) - - 1,400 1,400
HibEWE (fz20) Other receivables (Note 20) 199 = = 199
BARERBERIIR Financial assets at fair value

LEREE (WHo1) through profit or loss (Note 21) = 74,008 = 74,008

Be RS EEY (#/:723) Cash and cash equivalents (Note 23) 310,161 = = 310,161
@5t Total 310,360 74,008 1,400 385,768

CATIC SHENZHEN HOLDINGS LIMITED
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16 AHHEESREE 16 AVAILABLE-FOR-SALE FINANCIAL ASSETS
x5E b NG|
Group Company
SR T L
2008 2007 2008 2007
ARMFT AREFT ARMTFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
R—RAREAK Investments in promoters’ shares
(RBEM) 2 of a company listed in China,
®E  BmE at market value 4,543 227,134 - =
RIELETRRRRDZ Investments in shares of unlisted
BE companies 9,628 7,228 1,400 1,400
W REEREE Less: provision for impairment
losses (3,080) (3,080) - -
11,091 231,282 1,400 1,400

FRAERHLESREEDAARKT

B o

RBEBH  EEARZESRAR AT
AL E 2 EHF 2 ARE -

All available-for-sale financial assets are all denominated

in RMB.

The maximum exposure to credit risk at the reporting
date is the fair value of the debt securities classified as

available-for-sale.

RYIPREERGERD R
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16 TnHBESHEEZ) 16 AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)
FRAHEEECREEZEFWNT The movements of available-for-sale financial assets

during the year are as follows:

AEE b N
Group Company
—EENE “ETLF “EENE “ETTtF
2008 2007 2008 2007
ARETT AREFT AR¥FT AREFT
RMB’000 RMB’000 RMB’000 RMB’000

E4) At beginning of year 231,282 235,890 1,400 139,073
R Additions 2,400 - - =
HHESREE Reversal of fair value change of

AL L) an available-for-sale financial

BERBE AT assets to investments in

ZIRE(RIMBFF)  associates, gross of tax - (93,729) - (93,729)
BRENBE AT Transfer to investments in

ZIRE(HiF14) assoclates (Note 14) - (43,944) - (43,944)
F(ER) UGEEEA  Net (osses)/gains transferred to

1o (RHBRBH) equity, gross of tax (Note (a)) (133,707) 135,325 - =

(M)
HERHHESHMEE  Disposal of an available-for-sale

AT financial asset-cost

(HiatsoRHizHa) (Note 32 and Note (a)) (3,910) - - -
AHHESHEE, Fair value adjustment on

NAEAE (458) disposal of available-for-sale

(Hi232 R i) financial assets, gross

amount (Note 32 and Note (a)) (84,974) - - -

RERE Impairment provision - (2,260) - -
FR At end of year 11,091 231,282 1,400 1,400
(a) R-_EBEELHF+_HA=+—"8 " (a) As at 31st December 2007, the Group had an

206

AEBREMRMDZEE 2K
MRARED R AARES,910,000
7T K A R # 206,230,000 7T ° F
A AEESESAREEBEARE
AR # 121,256,000 7T * A [ BR
B2 TFFE - WERAEE R
AREBER - BER - AEBENURE
A K #£88,884,000 7T it & Fr A &
i 815 W= A R #84,974,000
gC (B15E32) ° b » FARE
EmFEEMRMDELR A AER
EAR%12,451,0007T °

CATIC SHENZHEN HOLDINGS LIMITED

investment in listed shares with a cost and fair
value of RMB3,910,000 and RMB206,230,000
respectively. During the year, the Group had made
a fair value loss adjustment of RMB121,256,000
to reflect the adverse impact of the share market.
This adjustment had been accounted for in the
reserve account. Thereafter, the Group disposed of
all these shares at a consideration of RMB88,884,000
resulting at a gain of RMB84,974,000 (Note
32). In addition, the Group had made fair value
adjustments on the holding of other shares
amounting to RMB12,451,000 during the year.
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17 EEMRBH 17 DEFERRED INCOME TAX
EBHEFENITENDEBR AR IBEEENR Deferred income tax assets and liabilities are offset
WERBEAEEKE  BELEFMGSHAE R when there is a legally enforceable right to offset current
B —Bi s - B RERE/REER tax assets against current tax liabilities and when the
BERRKE - MENSTEET deferred income taxes relate to the same fiscal authority.

The offset amounts are as follows:

PN | Y N
Group Company
—EENE i —EENE s
2008 2007 2008 2007
|
Restated
AREFT AREFIT AEEFT AREFITL
RMB’000 RMB’000 RMB’000 RMB’000
ERRIEEE : Deferred tax assets:
—- BB+ _@AR% — to be recovered after more
& than 12 months 113,211 107,179 - -
—+Z{AANEE — to be recovered within
12 months 7,173 10,438 - —
120,384 117,617 - =
ERRIEAR Deferred tax liabilities:
— BB T =A% — to be settled after more than
BEZH 12 months (260,163) (102,882) - =
EERE(RE)/ Deferred tax (liabilities)/
EE- 38 assets - net (139,779) 14,735 - =
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EREFTSTRIA ZREFMT

DEFERRED INCOME TAX (continued)

Annual Report 2008 ERERE

The gross movements on the deferred income tax
account are as follows:

bS] b YN
Group Company
—EENF “TELF —EENF “TELF
2008 2007 2008 2007
e
Restated
ARETT AREFT ARBEFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
=) Beginning of the year 14,735 7,296 - (14,059)
REEEFEA Credited to income statement
(Hi237) (Note 37) 33,958 7,733 - =
MEEB TE Effect of changes in tax rates
(K7:£37) (Note 37) 2,806 3,366 - -
BEIR i E SR Reversal of deferred tax liabilities
BEDA BN recognised on fair value gains
R 2 IEIERIE from available-for-sale financial
BfE assets 12,746 14,059 - 14,059
HEEMESTRMER,/  Tax charged/(credited) directly
(FtA) 2’ to equity 20,398 (20,718) - -
WEEHIB A7) Acquisition of subsidiary
(Hiiz41() (Note 41(b)) (224,422) 2,999 - -
FXR End of year (139,779) 14,735 - -

CATIC SHENZHEN HOLDINGS LIMITED
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17 EEFREH (&) 17 DEFERRED INCOME TAX (continued)
FNEERBEERBEZET (RERE The movements in deferred tax assets and liabilities
ER—BHEAZIEEER) WO ¢ during the year, without taking into consideration the

offsetting of balances within the same tax jurisdiction, are
as follows:
EEBEBEEE : Deferred tax assets:
15H NG
Group Company
e300
B RAM ZEEDME
EYFMAE i |
FRER Fair
Provision for R5%EZ  valueloss
impairment BE OAEFE  onassets
losseson  HEEHE Fair  acquired
tradeand  Provision  value loss from
other forinventory ontrading  business  HEER 2 @t gt
receivables obsolescence investments  acquisition  Tax losses Others Total Total
ANBEFT ANEEFT AREFr AREfT  AREFT  AREFT  AREFT  AREFT
RMB'000  RMB'000  RMB000  ARMB000  RMB000  RMB'000  RMB'000  RMB'000
RZZBtE-A-RA  AtistJanuary 2007 17215 13900 1,073 - - 1901 34,089 -
RERRT Credlted/{charged) to
HA/(HR) the income statement
(&=3)) (Restated) 2245 (4,428) (654) (1) 1,770 8471 7,393 -
WERBAFEES)  Acquisition of subsidlary
(Restated) - - - 76,135 - - 76,135 -
RZEBtE At 31st December
TZA=+-H(BEY) 2007 Restated) 19,460 9,472 49 76,124 1,770 10,372 17,617 =
RERRT Credited/(charged) to
A/ (1K) the income statement 11,659 4713 (#19)  (32,044) 14,487 5,271 2,767 -
RZEENE At 31st December
+ZA=t-H 2008 31,119 14,185 - 43180 16,257 15,643 120,384 -
FIFmEERGERA R 209
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17 EEFREH (&) 17 DEFERRED INCOME TAX (continued)
EEHREEE Deferred tax liabilities:
8- 1]
Group YN
TitHE Company
tREEY £ 1 e
MifE  ZEERAE SREEY
B8/ (k) iz AAfERE
Fair value Fair value Fair value
losses/(gains) gain on gains of
MEFERE  of available- assets available-
Accelerated for-sale  acquired from for-sale
tax financial business @t financial
depreciation assets acquisition Total assets
ANEETT NEETT ANEEFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
R-ZZt5-5-H At 1st January 2007 - (26,794) - (26,794) (14,059)
REREMG/ GTA) Charged/ (credited) to income
(&5 statement (Restated) 87) - 3,794 3,707 -
BENENERERAE  Reversal of deferred tax liabilties
WatR ETEE recognised on fair value gains
A from available-for-sale investment - 14,059 = 14,059 14,059
st AEm B (LE5]) Tax credited directly to equity (Restated) - (20,718) = (20,718) =
WEHEAT Acquisition of subsidiary - - (73,136) (73,136) -
R-BBLET-A=+-H At31st December 2007 (Restated) 67) (33,453) (69,342) (102,882) -
(CE))
REERPIR/ (3tA)  Charged/ (credited) to income statement (30) - 34,027 33,997 =
BEAHENEREANE Reversal of deferred tax liabiliies
WA 2 BTRE recognised on falr value gains from
af available-for-sale investment = 12,746 = 12,746 =
B BB HE Tax credited directly to equity - 20,398 - 20,398 -
WENBAR (H#41(b))  Acquisition of subsidiary (Note 41(b)) - - (224,422) (024,422) -
RZEZNE+-ZF=1—H At31st December 2008 (17) (309) (259,737) (260,163) -

210 CATIC SHENZHEN HOLDINGS LIMITED
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EIEFREB(2) 17 DEFERRED INCOME TAX (continued)
AU ZBEIRELEFREEENT ¢ The potential deferred tax assets not recognised in the

accounts were related to:

—EENE —ETLF
2008 2007
AREFT ARETFT
RMB’000 RMB’000
BT IAE S Tax losses carried forward 69,924 14,937

RO EEBIERTIRD Fair value losses of financial assets
CREEZ AR ERE at fair value through profit or loss - 11,889
69,924 26,826
A A T8 R ¥ K (NS 1] B8 A JE R T Sk A Deferred income tax assets had not been provided for
ettt Al S _Fak Al F0 R S 18 R A = because it is not probable that taxable profit will be
B MW EEELFEREE - available against which above deductible tax losses and
temporary difference can be utilised within a foreseeable

future.

BEFRCEMSHREITIENE +— According to the provisional regulations on PRC
&+ BB A B I8 B 18 ) 45 6 F DA 4N Enterprise Income Tax No.11, tax losses of the PRC
MAKRAERNZ JERTmA companies can be carried forward to offset future

assessable profit for a period of 5 years.

AIPmEERGERAR 21
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18 HMFERBEE 18 OTHER NON-CURRENT ASSETS
AEE KDR
Group Company
“EENE —TTLF “EENE —TTLF
2008 2007 2008 2007
K&
Restated
ARETT AREFT ARETFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
REREBAEESE Prepayment for investment in
BRARRER Guangdong International
BT (Hita) Building Industrial Co., Ltd.
(Note (a)) - 464,700 - 464,700
Htt, (Hiztp) Others (Note (b)) 41,927 80,981 - -
41,927 545,681 - 464,700

(@) AN EE41(0)FTEL c RZZEZEN
F—A=1+—HAEBEWKEER
B AREAEKB AR - A&H
ER_ZTE+F+_A=+—H
MER I AFERFK -

(b)  HftE EER R ER S R A
AR E AR B B A 4
BTN BTA

(@) As detailed in Note 41(b), the Group had acquired
GIB Company as its subsidiary on 31st January
2008. Prepayments were made by the Group for
the transaction as at 31st December 2007.

(b) Others mainly represent prepayments for
investment in mining companies established in the
PRC and purchase of a production management

software.
19 FE& 19 INVENTORIES

REHE

Group
—E2B\F  —TELAF
2008 2007
ARETFT ARMTFT
RMB’000 RMB’000

RN Cost

R Raw materials 248,016 205,946
R Work-in-progress 135,947 56,396
BURY A Finished goods 954,239 653,094
OB TR E MR E Less: provision for write-down of inventories (152,711) (85,607)
1,185,491 829,829

MR AR A B A B E A TE B K
N A AR M2005419,000T ( ZEBEE
+ 4 : AR#2291,371,0007T ) (Ht 5
33) °

212 CATIC SHENZHEN HOLDINGS LIMITED

The cost of inventories recognized as expense
and included in cost of sales amounted to
RMB2,095,419,000 (2007: RMB2,291,371,000) (Note
33).
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B RHEMEWRR 20 TRADE AND OTHER RECEIVABLES
PN | NG|
Group Company
—EENE e e “EENE —TELF
2008 2007 2008 2007
el
Restated
ARET AREFT ARETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
B SN Trade receivables 927,280 736,606 - =
i TEMGEOR B R Less: provision for impairment
of receivables (94,914) (68,045) - -
B oW — 35 Trade receivables - net 832,366 668,561 - =
e Notes receivables 174,542 282,854 - -
S Prepayments 47,921 31,531 - =
S ER R Prepayments of value added tax 70,436 29,614 - =
WA Z BERR Excess of input over output value
added tax 69,772 30,899 - -
Hity Others 76,271 68,982 449,211 199
1,271,308 1,112,441 449,211 199

AEEEMHE 2 ERBRNFRI0E
9B TFE - EHRUGKZIRECDTANT

The Group’s credit terms on sale of goods ranged from
30 to 90 days. The aging analysis of trade receivables is

as follows:

AEE

Group
—EENF —ERAF
2008 2007
ARHTFT AE¥T T
RMB’000 RMB’000
BNER Current 500,204 267,126
30£60H 30-60 days 125,771 178,199
B60£90H 60-90 days 62,711 128,024
90H A L over 90 days 238,594 163,257
927,280 736,606
B SRE IR B Less: provision for impairment losses (94,914) (68,045)
832,366 668,561

BB S REMERRZRmEREEA

RAERRE -

The carrying amount of current trade receivables and
other receivables approximated their fair values.

AP mEERGBERAR 213
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TRADE AND OTHER RECEIVABLES

(continued)

$%l SR 2 REE L T E The carrying amounts of the Group’s trade receivables
FHE : are denominated in the following currencies:
AEH
Group
—BENE —ETLF
2008 2007
AREFIT ARBETIT
RMB’000 RMB’000
AR RMB 707,575 559,102
ES UusD 186,809 137,378
BT HKD 20,938 32,699
Hih g% Other currencies 11,958 7,427
927,280 736,606
B RN ERE 2 EBIT ¢ Movements on the provision for impairment of trade
receivables are as follows:
—BENF —EE+F
2008 2007
ARHEFT AE®TF T
RMB’000 RMB’000
R—A—H At 1st January 68,045 70,215
e R ERE S = Provision for receivable impairment 26,942 3,645
FRIEAT T BIBGRETT Receivables written off during the year
88 2 FE WL TR as uncollectible (73) (5,815)
WR+=-—B=+—8” At 31st December 94,914 68,045

BHIN=(EAE S RUR TR

m

RZZBEZNF+ZA=+—H BB
B =18 A &8 5 &Y E AT ERRE -
ZEE RS R Z MY E R
FEEMBILRF

TR AELFE R B 4 MY 1 2R M BEI B T AR
smR e AABRBRENESE —RNEB
AR EERINR S B o

RBEBH  FERARNERAS LR
BRUEFNAAE ARBEYESAE
AR GV E YRR o

CATIC SHENZHEN HOLDINGS LIMITED

Trade receivables that are less than three months past
due are not considered impairment.

As at 31st December 2008, trade receivables over three
months were past due but not impaired. These relate to
a number of independent customers for whom there is
no recent history of default.

The creation and release of provision for impaired
receivables have been included in the income statement.
Amount charged to the allowance account are generally
written off when there is no expectation of recovering
additional cash.

The maximum exposure to credit risk at the reporting
date is the fair value of each class of receivable
mentioned above. The Group does not hold any collateral
as security.
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BRAREEBRBEZIIRZ2E2EE 21 FINANCIAL ASSETS AT FAIR VALUE
= THROUGH PROFIT OR LOSS
X5E b NG|
Group Company
“EENE e o “EENE e e
2008 2007 2008 2007
AREFT AREFTT ARMTT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
PR Efe Market value of investments
REME listed in China
. ) - Equity shares - 74,008 - 74,008
BRAnRBEERAERIEZeMEEZT Financial assets at fair value through profit or loss are
REESREXRILCEFFHIET - EAE presented within ‘operating activities’ as part of changes
BERNEE) 2 —E D o in working capital in the cash flow statement.
FBRAREFZAERIIKZCRMEE All of the financial assets at fair value through profit or
EREFRAEE BRELEEBEBEARE loss were disposed of during the year, resulting in a loss
51,039,0007T (Fi7E32) ° of RMB51,039,000 (Note 32).
KIP|ITER 22 PLEDGED BANK DEPOSITS

ETRITHEBCRBITEL UEKRE
WMELREKSERRZEAEEAAR
¥ 65,838,000 ' AR &R A ARE
30,000,0007T 2 $R17 B 2K i 45 45 10 (P 5%
23K 27) - ZEGFH R EEMRE Ki#zs
WEREREMNBITERERERIER -
ZEBERBRTERZFENEEN T
0.36%ZE1A7T%(ZBE+E : &) -

Certain bank balances were pledged for letters of
credit issued by banks for the purchase of plant and
machineries, amounting to RMB65,838,000; and for
bank loans amounting to RMB30,000,000 (Notes 23 and
27). These deposits will be released upon the settlement
of the purchase consideration of the plant and machinery
and the repayment of the bank loan. These pledged bank
deposits bear interest at bank saving rate ranging from
0.36% to 1.17% per annum (2007: nil).

bS] N
Group Company
—EENE —TT+F “EENE —TELF
2008 2007 2008 2007
ARETFR AREFIT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BERRIT AR Total pledged bank deposits 108,452 = 30,000 =
i U N Less: maturity period
within 3 months (12,614) - - -
95,838 - 30,000 -
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23 BEeRARLEZEEY 23 CASH AND CASH EQUIVALENTS
REERESRREEBY ARV The balance of the Group’s cash and cash equivalents
N are denominated as follows:

x5E LN
Group Company
“EENE e e “EENE —TE+F
2008 2007 2008 2007
BEF|
Restated
ARETT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BIGEEES Cash at bank and on hand 861,759 1,306,698 353,124 310,161
2 AR TER Pledged bank deposits 108,452 - 30,000 -
W BN =A%  Less: Pledged bank deposits
B2 BT with maturity period
over 3 months (95,838) - (30,000) =
874,373 1,306,698 353,124 310,161
24 RBRAERRDIEE 24 SHARE CAPITAL AND SHARE PREMIUM
NER K& EER RipEE
Domestic Hi& Number Ordinary Share @t
Shares H Shares of shares shares premium Total
(F&) (F&) (Fl8) (ANEETFT) (AEEFT) (AREFT)
(Hi#n) (Hiite) (Hiita) (Hiita)
(thousands)  (thousands)  (thousands) ~ (RMB'000)  (RMB'000)  (RMB'000)
Note (b) Note (c) Note (a) Note (d)
RZEEtE-A-H At 1st January 2007 400,000 236,000 636,000 636,000 161,105 797,105
BE Transfer (4,291) 4,291 - - - =
BITHR New issue - 42,909 42,909 42,909 196,744 239,653
RZZSLERZEENE At 31st December
+=A=1+-H 2007 and 2008 395,709 283,200 678,909 678,909 357,849 1,036,758
216 CATIC SHENZHEN HOLDINGS LIMITED
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Hist -

(@)

R_ZTEENF+=_A=+—8"
sza%’éﬁﬁﬁﬂ%@%u%w&gog,oooﬁx
(ZZZ 5 : 678,909,0000%) * FA%
HEARBIT(ZET L5 8@
BEARKAIT) - MEERTRHHBE
B o

—NAEFARAZTH  KAFA
BEDRI T (R R ALSERR A E)) 1T
400,000,000%%@@)\5’#}17_12

BAER(TAER]) AL » AR
Tﬁl,\b“ﬁ"l— S THBAR - 5?%.*"7&
MEZIELE -  ZERNERSTIRE

{/\ ®

—hh+ERA=Z+=8  KxQF
LNEBR1.73B T2 BREREERA
FRE BTBREEARBITZ
242,000,000 B8 INHAR © ZFEHAR R
—NAtENB=TNBREBES
RGHTBR AT LT -

RZZEZXNFENA AAAERR
EABMAERSHMARAR ETH
6,000,000 & H% - B E ZEHRKR 2
REZB(EXBRREESZFOR)
9,702,000 L (FHE R AR
10,093,0007T) °

RZZEZLF+_A=++H AR
AIAER6.00/8 T2 B - EREEE
BT EREEARE17T 242,909,090
BRHAR - FBITHRREFEBLZE
B EENBDERKRDREBERER -
1B R A ARE196,744,0007T ° RIE
ESRREEEERERZES([H
B | )VR-_ZEZELERA+BZHE
% BEZCHME - (BB Bl TH
BR—EH - RRBERIIA B GRS
B 114,290,000 W& IR 8 T 2 B4t
SREESEES YW HIBAHRE -

EFR&
AR ER_ZEZENFE+—AEFTE
B4 2 5 A R A 8 i B H 3,644,000

M HRZ -

REBHEREN Z2ESHER

6,415,410/ 7T (F8 5 7 A R #6,026,000

L)

24

25

Annual Report 2008 ERERE

SHARE CAPITAL AND SHARE PREMIUM

(continued)

Notes:

(@

As at 31st December 2008, the total issued and
registered number of ordinary shares is 678,909,000
shares (2007: 678,909,000 shares) with a par value of
RMB1 per share (2007: RMB1 per share). All issued
shares are fully paid.

On 20th June 1997, the Company was established
by the issuance of 400,000,000 ordinary domestic
shares (“Domestic Shares”) of RMB1 each to Shenzhen
CATIC, its ultimate holding company, in exchange for
its interests in certain subsidiaries, associates and
properties. These Domestic Shares are non-circulated
shares.

On 22nd September 1997, the Company issued
additional 242,000,000 H Shares of RMB1 each by way
of placement and public offer at a price of HKD1.73
each. These H Shares have been listed on The Stock
Exchange of Hong Kong Limited since 29th September
1997.

The company repurchased 6,000,000 shares of its H
Shares on the Stock Exchange of Hong Kong Limited
in August 2006. The total amount paid to acquire
the H Shares was HKD9,702,000 (an equivalent
of RMB10,093,000) which was deducted from
shareholders’ equity.

On 27th December 2007, the Company issued
42,909,090 H shares of par value RMB1 each by way
of placement at a price of HKD6.00 each. The excess
of net consideration for newly issued H Shares over the
par value of the shares had been recognized in share
premium amounting to RMB196,744,000. Pursuant to
the approval of the State-owned Assets Supervision
and Administration Commission of the State Council
(“State Assets Commission”) dated 10th May 2007,
the State Assets Commission has approved, as part of
the above share issue, the transfer of the 4,290,909 of
Domestic Shares held by CATIC Shenzhen Company to
the National Social Security Fund Council of the PRC as
H Shares.

TREASURY SHARES

The Company repurchased 3,644,000 shares of its H
Shares on the Stock Exchange of Hong Kong Limited
in November 2008. The total amount paid to acquire
the H Shares was HKD6,415,410 (an equivalent of
RMB6,026,000).
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Hib{HE 26 OTHER RESERVES
ARHESH
EEERHE
EEBE  Available-for-
AEE  sale financial
EXGEE Statutory assets
Capital general revaluation ok
reserve reserve fund reserve Total
AREFIT AREFTT AREFTT AREFTT
RMB’000 RMB’000 RMB’000 RMB’000
X5E GROUP
R-Z2HF—A—B Balance as at 1st January 2007

2 ﬁ@% M ESET as per above 123,236 70,001 120,109 313,346

—MBRATIRENREE  Transfer of equity interest to

H%E*Em%)\ minority interest following

DERR R a subsidiary’s share segregation

\ reform (49,055) - - (49,055)
AREESHEAEL Fair value gains from

/N mauy available-for-sale financial assets,

(B B%m) net of tax - - 60,079 60,079
LER Capital contributed by minority

interest 151,000 - - 151,000
A E S Reversal of fair value change of

ﬁ?z’&ﬁ{ﬁ@ '''''' ) an available-for-sale financial assets

ZRBENFZRE © to investments in associates,

ﬂuﬁﬁﬁlé(ﬁ/fgfm) gross of tax (Note 16) = = (93,729) (93,729)
R AT S Reversal of tax on fair value gains

BEZ R EEKE from available-for-sale financial

LBAMR17) assets (Note 17) - - 14,059 14,059
IR T B A Step-up of fair value of the acquired

m%FﬁMXE’H& QF share of net assets of an associate

DABEMALEE  infair value (Note 14)

Em(rat14) 191,029 = = 191,029
H&E%Q‘%I%%T’Eéé Acquisition of minority interest 364 - - 364
RZBELF Balance as at 31st December 2007

TZA=T—RZ#&# 416,574 70,001 100,518 587,093
RZZTTN\F Balance as at 1st January 2008

—A—B#&# as per above

0 _E 3 frit 416,574 70,001 100,518 587,093
A ESREEY Fair value losses from

N EEE(ENER available-for-sale financial assets,

B) net of tax - - (51,596) (51,596)
HEMRHESR Fair value adjustment on disposal of

BEZALEE available-for-sale financial assets,

AR gross amount - - (38,765) (38,765)
HEREHESMEEY Fair value adjustment on disposal of

NABERFE WA available-for-sale financial assets, tax - - 5,815 5,815
pa @ ﬁ ERBE A7 Reversal of revaluation surplus on

LEEZERBH the disposal of assets of

(Hit14) the associate (Note 14) (26,603) = - (26,603)
Wi DB R Acquisition of minority interest

(H£13) (Note 13) (111,899) - - (111,899)
ikl Hﬁﬁ%’& A& Share of fair value losses from

SREE Z’A A8 available-for-sale financial assets

EBER(WZ14) of the associate (Note 14) (4,581) = - (4,581)

RZBLTNE Balance as at 31st December 2008

TZA=+—Bz&# 273,491 70,001 15,972 359,464

CATIC SHENZHEN HOLDINGS LIMITED
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26 HfuFE 2 26 OTHER RESERVES (continued)
ARHESR
BEEHE
Available-for-sale
EEBBAKSE  financial assets
Statutory general revaluation ok
reserve fund reserve Total
AREFT AREFT AT
RMB’000 RMB’000 RMB’000
NG COMPANY
RZEZ+F-H—-HZ Balance as at 1st January 2007
g ST as per above 70,001 79,670 149,671
REE AR ZIRE 2 Al Decrease in fair value of
HESREBEELANEBERD available-for-sale financial assets
(RIBRBFR) (A2 716) of an investment in associates,
gross of tax (Note 16) - (93,729) (93,729)
HERAEHESBEEANRE  Reversal of tax on fair value gains
Wess 2 Bk (H1i217) from available-for-sale
financial assets (Note 17) - 14,059 14,059
RZEZLER-_FTT\F Balance as at 31st December 2007
TZRA=T—HzH&H and 2008 70,001 - 70,001

REFBERRERARRZEBERA
8 REFDIRFRNE - XRFED
% o BDE E R B AT SR A #910% B
EEEBBAES (BRIFXATEEEEXR
NAEGEMERAREFERE50%) ° BRFEF#FERL
ZBERSN - ZHEEIEREEMARR
TERERERBETIIK -

EEBRLAEE

BIRRARNERZR  AEBBABEEA
BREA  BUBENZEAEETE
DREEMRA S FREN25% RR

REE-TENET-A=+—AL%
g ARRNEFRETRIATABA

B (CETLFE) o

According to the Company Law of the PRC and the
Articles of Association of the Company, when distributing
net profit each year, the Company shall set aside 10% of
its net profit as reported in the PRC statutory accounts
for the statutory general reserve fund (except where the
fund has reached 50% of the Company’s registered
share capital). This reserve cannot be used for purposes
other than those for which they are created and are not
distributable as cash dividends.

Statutory General Reserve Fund

The statutory general reserve fund may be converted into
share capital provided it is approved by a resolution at
a shareholders’ general meeting and the balance of the
statutory general reserve fund does not fall below 25% of
the registered share capital.

The directors of the Company did not propose the

appropriation to the statutory general reserve fund for the
year ended 31st December 2008 (2007: nil).
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(3=t 27 BORROWINGS
EERFERITEENAMEES - HTA Borrowings include bank borrowings and other
K borrowings which are analysed as follows:
S| NG|
Group Company
“EEINE i o “EENF “ETLF
2008 2007 2008 2007
AR¥F1 ARETFT ARETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
FRE Non-current
RITIEE Bank borrowings 2,915,979 1,945,636 - =
HifgE Other borrowings 5,000 = - -
2,920,979 1,945,636 - =
RE Current
TBRITEE Current bank borrowings 2,973,541 1,380,950 1,839,100 1,104,000
ERBBFIEEZ Current portion of non-current
BEREE D bank borrowings 66,193 150,000 - -
HifgE Other borrowings 5,000 = - -
EL R EA Other borrowings from
BE(Hit45c) a related party (Note 45(c)) - 249,258 - =
3,044,734 1,780,208 1,839,100 1,104,000
Eitat] Total borrowings 5,965,713 3,725,844 1,839,100 1,104,000

EERREERTREREBRKRENR LB
AEZCERERDBITEEARY

680,000,000 0 (= E=F
R #2 063,460,0007T (==
R #1,802,577,0007T) °

=L ) AR A
THE A
BAZS 22 8] £ 3y

ERE - TREFRREMEREMR (W

HE7 HRE1ORMRETT) -
+=A=+-8

R-ZZZNF

MERITIEEARK

1,768,000,000 T ( ZEE+F : IERF
RITEE ARB1,327,000,0007T ) B+

mBRERYIA

AIFRARIELR

R-ZBZENF+_A=+—H8  AR¥%¥

30,000,000 T 2 SR 1T 1% &

AEERARE

29,100,000 T Z B ERTTIEE Z K IH o

KEMBAOZHEMIERBEEREK

- FEFBESN(ZEE

ctFE)R

AR_T——FEE& -

CATIC SHENZHEN HOLDINGS LIMITED

Total borrowings include non-current secured bank
borrowings of RMB680,000,000 (2007: nil) and
RMB2,063,460,000 (2007: 1,802,577,000) made to
GIB Company and Shanghai Tianma, which are secured
by the land use rights, plant buildings and investment
properties of the Group (Note 7, Note 10 and Note 11).
As at 31st December 2008, current bank borrowings of
RMB1,768,000,000 (2007: non-current bank borrowings
of RMB1,327,000,000) are guaranteed by CATIC
Shenzhen Company.

As at 31st December 2008, bank deposits of
RMB30,000,000 had been pledged for the current bank
borrowings of RMB29,100,000.

Non-current other borrowings from related party were
unsecured, interest bearing at the rate of 6.5% per
annum (2007: nil) and it is repayable in 2011.
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BORROWINGS (continued)

Current portion of other borrowings from related party
were unsecured, interest bearing at the rate of 6% per
annum (2007: nil) and repayable on demand.

The carrying amount of the borrowings at the respective
balance sheet dates approximate their fair values based
on the prevailing borrowing rates available for borrowings
with similar terms and maturities.

The carrying amounts of the borrowings are denominated
in the following currencies:

XEE NG

Group Company
“EENE b 3 —EEN\E b 3
2008 2007 2008 2007
AR®F ARETFr AR¥FT AEEFT
RMB’000 RMB’000 RMB’000 RMB’000
ARHE RMB 5,094,646 2,875,808 1,839,100 1,104,000
EV usD 871,067 850,036 - -
5,965,713 3,725,844 1,839,100 1,104,000

REER  BEEBIMNEEHRAH

The exposure of the borrowings to interest-rate changes

E;ﬁmﬁapﬁﬁwﬁyur : and the contractual repricing dates at the balance sheet
dates are as follows:
XEE NG

Group Company
“EEN\E e e —EENE e a2
2008 2007 2008 2007
AREFT AREFT ANBEFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
—FR Within 1 year 839,895 383,061 - -
—ZEME Between 1 and 2 years 2,818,460 1,694,577 - -
3,658,355 2,077,638 - =

AIPmEERGERAR 221
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BORROWINGS (continued)

The maturity of non-current bank borrowings is as

follows:
b | b/

Group Company
—EENE “TELF —EENE “TELF
2008 2007 2008 2007
AREFT ANREF ABEFT ANEEFT
RMB’000 RMB’000 RMB’000 RMB’000
—ZWE Between 1 and 2 years 132,519 141,490 - -
MEAF Between 2 and 5 years 45,000 109,569 - =
BRAFERNZEEER Wholly repayable within 5 years 177,519 251,059 - =
RFE Over 5 years 2,743,460 1,694,577 - =
1=t Total 2,920,979 1,945,636 - -

@ REERZERNXDT

RfEE
EifEE

Bank borrowings
Other borrowings

Bank borrowings

222 CATIC SHENZHEN HOLDINGS LIMITED

(@) The effective interest rates at the
dates are as follows:

FEE
Group
“EENE
2008
ARH £ AEH
RMB usb RMB
7.2% 6.0% 6.9%
6.3% - 6.0%
N
Company
“EENE
2008
AR ET AEH
RMB usb RMB
7.2% - 6.4%

balance sheet

i 3
2007
ES
USD

6.9%

“FREEF
2007
£
usD
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BE®) 27 BORROWINGS (continued)
) AEBRARFZEEEERSNF (o)  The interest rate exposure of the borrowings of
REEAT the Group and the Company are as follows:
x5E N
Group Company
—EEIN\E S 3 —BENF ZETLF
2008 2007 2008 2007
ARMFT AREFT ARMFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
ZREE Borrowings at floating rates 3,658,355 2,077,638 - 50,000
TEEE Borrowings at fixed rates 2,307,358 1,648,206 1,839,100 1,054,000
M=t Total 5,965,713 3,725,844 1,839,100 1,104,000
BT R B 2 B i U A 28 DEFERRED INCOME ON GOVERNMENT

HEBARATEEBBTEBR DR
B P BE U 4 B W 2 & TR R

GRANTS

The amount represented various subsidies granted by
and received from local government authorities in the

BEANEEREITHEIER - EEHHHOT PRC for subsidising the research and development
projects conducted by the Group. The movements are as
follows:

AEH

Group
—EENF —EE+F
2008 2007
AR FT ABREFT
RMB’000 RMB’000

n—HA—H At 1st January 19,407 13,197

[SE=4 Receipt of grants 58,812 6,250

FREA Utilisation during the year (7,696) (40)

R+—A=+—H At 31st December 70,523 19,407
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OTHER NON-CURRENT LIABILITY

L RS R 2 PSP SR IE Payable for purchase of mining rights

(Bi7t(a) (Note (a))
Epb Others

rEE
Group
=t L%

2008

ARETFT
RMB’000

26,480
16,223

e
2007

ARETT
RMB’000

42,703

(@) e EERR LM S T Y B B i
RMENE+LERRBZRE A
BRIRANEFAER -

(@) The amount represents amount payable to the
national land bureau for the purchase of mining
rights mentioned in Note 8. The amount is

repayable in five years.

30 BSZREMERE 30 TRADE AND OTHER PAYABLES
N | PN/
Group Company
—EENE “TELF —EENE “2THF
2008 2007 2008 2007
mE7|
Restated
AREFT ANEEFr ANBEFT AEEFT
RMB’000 RMB’000 RMB’000 RMB’000
BHENT Trade payables 736,904 617,587 - =
EffEekEIRF Salary and staff welfare payable 90,904 78,466 6,625 3,000
fEztE R R EMEMTZIE Accruals and other payables 827,106 642,041 88,641 51,963
1,654,914 1,338,094 95,266 54,963

224 CATIC SHENZHEN HOLDINGS LIMITED
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TRADE AND OTHER PAYABLES (continued)

At 31st December 2008, the ageing analysis of the trade
payables is as follows:

rEE LN
Group Company
“EE\F  CTELF CER\F CIELF
2008 2007 2008 2007
e
Restated
ARETR ARET T AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
ENER Current 311,305 489,925 - -
30Z260H 30-60 days 165,548 44,310 - -
60£90H 60-90 days 65,693 51,731 - -
90H M £ Over 90 days 194,358 31,621 - -
736,904 617,587 - -

AEBEZRNKZREEAATIER

The carrying amounts of the Group’s trade payables are

g - denominated in the following currencies:
rEE NG|
Group Company
it %3 e S k- %3 e S
2008 2007 2008 2007
"E5|
Restated
ARET AREFT ARETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
AR RMB 570,222 514,555 - -
ET usb 131,945 77,151 - =
o HKD 12,586 10,598 - -
Hit Other currencies 22,151 15,283 - -
736,904 617,587 - =

AP mEERGERAR 225
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Haur A 31 OTHER INCOME
—EENFE —ZETLF
2008 2007
KET
Restated
AR¥TIT AREFor
RMB’000 RMB’000
BIBURBL (H 22 (@) Financial subsidy (Note (a)) 53,650 5,701
BlIEmHERA Sales of by-products 19,532 11,031
N2 ERGE Government grants 12,778 1,738
FEEBIA Income from maintenance of timepieces 4,349 2,658
AR ESRHEEY Dividend income on available-for-sale
% B U A financial assets 1,155 =
HERBTFEEEZER Losses from disposal of fixed assets (33,559) (599)
Hih Others (1,390) 3,911
56,515 24,440
(a) HemEREEKS S H K (a) The amount represents financial subsidy

MAARFMERNERNFN2E
TR M B0 M BORRE -

by CATIC Resources for the year.

32 OTHER GAINS-NET

receivable from the local financial bureau of
Qinghai Province for certain value-added-tax paid

—EENF —ETLF
2008 2007
K E5
Restated
AR¥Fir AR For
RMB’000 RMB’000
HERA R EBEAEBT Loss on disposal of financial assets
PRz EMEECEE at fair value through profit or loss
(Hiaz21) (Note 21) (51,039) =
BAREEBRERIEREZ Fair value gain from financial assets
TREE AN BERE at fair value through profit or loss - 42 379
HeERHESREEWZ  Gain on disposal of available-for-sale
financial assets 84,974 -
REEE R RIRERE Impairment of investments in associates
(Btet14) (Note 14) - (1,455)
AIHHESREERE Impairment of available-for-sale
(Hizz16) financial assets (Note 16) - (2,260)
HAh Others - 4519
33,935 43,183

CATIC SHENZHEN HOLDINGS LIMITED
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33 EXPENSES BY NATURE

—EENF —EE+F
2008 2007
K&
Restated
AR¥EFT AR For
RMB’000 RMB’000
R M ER LI TFEEE) Changes in inventories of finished goods
(Hfat19) and work in progress (Note 19) 419,205 545,017
R EME NS Raw materials and consumables used
(K1:£19) (Note 19) 1,676,214 1,746,354
B TREFKA(H:736) Employee benefits expenses (Note 36) 564,612 398,743
HIEREI N Repairs and maintenance expenditure 105,421 29,454
o RSN Research and development expenditure 123,410 65,981
FREFESBME Provisions for inventory obsolescence 30,419 10,726
FEWRIB AR (F15£20) Provisions for receivables (Note 20) 26,942 3,645
BEEENENiZE10) Depreciation of fixed assets (Note 10) 251,726 120,226
REMERE(HF11) Depreciation of investment property
(Note 11) 18,098 7,398
b fsh RS (A 7E7) Amortisation of land use rights (Note 7) 15,992 4,818
PRABRER S (17728) Amortisation of mining rights (Note 8) 28,407 15,172
HihIEmEN & S i Amortisation of other non-current assets 4,196 7,162
EHRBFEME L Operating lease rentals in respect of
KEREXH office buildings 92,359 14,023
BEMREMEE Business tax and other levies 31,365 8,427
ZE BTN & Auditors’ remuneration 11,809 7,605
IKEE Utility expenses 130,973 52,530
EaE Transportation 176,117 3,193
EikE Travelling expenses 27,327 9,841
EBHEEE Entertainment 21,649 12,245
WAE Office expenses 21,477 10,943
EENBEEZRAE Legal and professional, pre-operating
P E AN E B and other expenses 72,594 15,772
BERAK  HEBRANL Total cost of sales, distribution expenses
—RRITHRERER and general and administrative expenses 3,850,312 3,089,275
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34 DIRECTORS’ AND SENIOR EXECUTIVES’

EMOLUMENTS

(a) Directors’ emoluments
The remunerations of the directors for the year
ended 31st December 2008 are set out below:

h

BRERIHR

Employer’s

BERA  contribution
e &  Discretionary to pension fit
Fee Salary bonuses schemes Total
AEETT ARETT AEETT AREFL AREFE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

L Name of directors:

RAERE Mr. Wu Guang Quan - 324 465 103 892
BESEE Mr. Lai Wei Xuan - 324 465 115 904
EELE Mr. Sui Yong - 265 578 75 918
BRALE Mr. Cheng Bao Zhong - 265 631 73 969
vt Mr. Liu Rui Lin - 300 600 - 900
REARE Mr. Xu Dong Sheng - 300 900 - 1,200
mERE Mr. You Lel - 300 988 - 1,288
TERLHE Mr. Wang Bao Ying - 230 403 79 802
BRELE Mr. Poon Chiu Kok 132 - - - 132
BRE%E Mr. Eugene Liu 32 - - - 32
e Mr. Liu Xian Fa 50 - - - 50
TEELE Mr. Wang Bin Bin 50 - - - 50
FRERE Mr. Li Cheng Ning 50 - - - 50
B8Rt Ms. Huang Hui Ling 132 - - - 132
446 2,308 5,120 445 8,319

CATIC SHENZHEN HOLDINGS LIMITED
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34 DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)
(a) Directors’ emoluments (continued)
The remunerations of the directors for the year
ended 31st December 2007 are set out below:

8T

RIEH

Employer's

REEa contribution
e %%  Discretionary to pension At
Fee Salary honuses schemes Total
ANEEFT NEEFT ANEEFT NEEFT NEEFT
RMB000 RMB000 RMB 000 RMB'000 RMB'000

L Name of directors:

RAEERE Mr. Wu Guang Quan - 324 900 98 1322
BRERE Mr. Lai Wei Xuan - 324 900 98 1322
EELE Mr. Sui Yong = 496 653 71 1,220
BRABLE Mr. Cheng Bao Zhong - 265 795 70 1,130
Uit Mr. Liu Rui Lin - 307 993 - 1,300
REFLE Mr. Xu Dong Sheng - 307 893 - 1,200
mERE Mr. You Lel - 307 1523 - 1,830
TEUGE Mr. Wang Bao Ying - 230 531 56 817
BRELE Mr. Poon Chiu Kwok 135 - - - 135
BRE%E Mr. Eugene Liu 135 - - - 135
Ly Mr. Liu Xian Fa 50 - - - 50
TEELE Mr. Wang Bin Bin 50 - - - 50
FRERE Mr. Li Cheng Ning 50 - - - 50
420 2,560 7,188 393 10,561

FEEReRES N FEYIE
HITE S 2185 AR 346,000
T(ZZEZT+4 : AR¥320,000

JT) °

AEEVEEEHEEAHE (=

TTLFE) o

Directors’ fees disclosed above include
RMB346,000 (2007: RMB320,000) paid to

independent non-executive directors.

None of the directors waived any emoluments

during the year (2007: Nil).

RYIPEERGERD R
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34 DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)

(b)

Five highest paid individuals

All of the five highest paid individuals in the Group
for the years of 2008 and 2007 are directors of
the Company whose emoluments are reflected in
the analysis presented above. The emoluments fell

within the following bands:

—EZTN\F T LF
2008 2007
B < #61 [E] Emolument bands
1,000,000/ 7T Al Within HKD1,000,000 3 -
1,000,001 T2 HKD1,000,001-HKD1,500,000
1,500,000/ 7T 2 5
35 ®ERAE-—EBXE 35 FINANCE COSTS - NET
—EENE —ETLF
2008 2007
&E5
Restated
AR¥TFT AR Fr
RMB’000 RMB’000
FE X Interest expenses
—ERAFREEHIEE — bank borrowings wholly
ZRITEE repayable within 5 years 270,534 88,587
—AREREETHAER — borrowings from related party
B8 repayable on demand 578 5,710
—BhIRER — discounted bills 3,802 =
BMEEH 2 ELEE Net foreign exchange loss/(gain) on
(Yezs) 558 financing activities 17,037 417)
HAftb Others 9,644 8,156
B & K AR Finance costs 301,595 102,036
F 2 A Interest income
—RITER - bank deposits (13,564) (7,606)
BMEKANFRE Net finance costs 288,031 94,430
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36 EEEFNEHR 36 EMPLOYEE BENEFIT EXPENSES
—EE\E  —BRLH
2008 2007
ABRBF T AR Fr
RMB’000 RMB’000
TE  FHe ke Wages, salaries and bonuses 457,444 340,433
BA - BEREMER Welfare, medical and other expenses 69,377 35,347
fEEIRER KA Social security costs 37,791 22,963
564,612 398,743

AEEE2EARNREMAMRERE
YRPEETHRERELERREE - B
EERE  BEREMEEREF - RIE
BRARE AEEEARRNBNEER
MEERRESRERRRES  #HX
BORIRER AFHN19% K% - NEE
DRIAEERE14% MT7% - HEREVFKIR
B B AN 5

o

37 FiBEHEX

BERRE@AERE AEBERER
RS S B B S B R AT
iS58 3 518% + 1 B EL fib e B A 32 69
NF  BAMBEBRER5% - kN - &
BARLARARIEELE AN
BB S SRS 8% S AER
FEL AMEERERTRECEAR
BR - MEE=FENZIR LB EE
%\o

37

The Group has participated in employee social security
plans enacted in the PRC, which cover pension, medical
and other welfare benefits. The plans are organised and
administered by the governmental authorities. Pursuant
to the relevant provisions, the Group is required to make
monthly contributions in respect of retirement insurance
and health insurance to governmental authorities,
equivalent to 19% and 9% respectively based on the
monthly salaries of its employees, of which, the Group
bears 14% and 7% respectively, and the employees bear
the rest.

INCOME TAX EXPENSE

Pursuant to the relevant income tax laws of the PRC, the
Group and its associates established in the Shenzhen
Special Economic Zone are subject to income tax at a
rate of 18% while those established in other areas are
subject to income tax at a rate of 25%. Further, certain
Group companies are Sino-foreign joint ventures which
are entitled to full exemption from PRC income tax for
two years and a 50% reduction in the next three years
starting from the first profit-making year after offsetting
available tax losses carried forward from prior years.
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37 INCOME TAX EXPENSE (continued)
Income tax charged for the year represents:

—EZTN\F T LF

2008 2007

AR¥ T AR For

RMB’000 RMB’000

KEEDLEBR Current enterprise income tax 83,575 42,204
BREAR B KRR Deferred income taxes related to
ZEHZIREFFH the origination and reversal of

(H1at17) temporary differences (Note 17) (33,958) (7,733)

R EZESmESE 2 Deferred income taxes resulting from
EIEFRISHRL (H1aE17) change in the tax rates (Note 17) (2,806) (3,366)
46,811 31,105

N ER B BR A% AL gt B BE A 2 B TR B AR R K
NEAINMEMB AR AN RG;E 28

The tax on the Group’s profit before taxation differs
from the theoretical amount that would arise using the

REERRIA T tax rates of the home country of the Company and its
subsidiaries as follows:
—EENF —EELF
2008 2007
AREFT AR For
RMB’000 RMB’000
BR P15 %% Bil i A Profit before income tax 5,574 294,020
BARNB REWBE AR Tax calculated at the tax rates
EREAZHE (15%= applicable to the Company and
25%) FTE ZHIE its subsidiaries ranging from
—ZET+HF  15%%F33%) 15% to 25% (2007: 15% to 33%) 10,469 42,401
PSS o o) inY=a s i 0 Deferred income taxes resulting
PS8 (K1at17) from change in the tax rates
(Note 17) (2,806) (3,366)
RERRIBEBE 2 MBE Tax effect on unrecognised
tax losses 60,655 9,042
EHEIRRAERZ Tax effect of subsidiaries which
B AR 2B E were entitled to exemption or
reduction of income tax 1,758 (6,425)
NEERERINAz 2 BR Expenses not deductible for tax
purpose 1,206 978
BRI 2 WA Income not subject to tax (24,471) (11,525)
HiIE 32 Tax charge 46,811 31,105
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REB 7 OEMRBARIKRKE AR ~ Rk
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2)\&7;%18%2@% %Fﬁ%%ﬂﬁ
):?_( o

R R ESEERMNKY AIF A
BFEPHALSEAZEERE IR =
EZNFAZFHI5 ZBREE -

RRRESFEABGEER

AAREZFEARGEBETALRR
ﬂﬁﬂki&% I A A R # 31,867,000

ZEZEF  m A AR 259389,000
JC) BBR °

BREF
FRERREEER YRR D AV
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INCOME TAX EXPENSE (continued)

Four subsidiaries of the Group, Tianma, Fiyta, Shennan
Circuit and Maiwei, established in Shenzhen Special
Economic Zone before 16th March 2007, are entitled to
a preferential rate of 18% in 2008.

CATIC Sanjia, established in Haixi Prefecture of Qinghai
Province, is eligible for preferential tax policies applicable
for the development of western regions in the PRC, and
was entitled to a preferential rate of 15% in 2008.

PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The loss attributable to equity holders of the Company
is dealt with in the financial statements of the Company
to the extent of RMB31,867,000 (2007: profit
RMB25,939,000).

EARNINGS PER SHARE
Basic and diluted earnings per share are calculated by
dividing the profit attributable to equity holders of the
Company by the weighted average number of ordinary
shares in issue during the year.

—EENF ZETLF
2008 2007
B
Restated
RARE=RE AEG R Profit attributable to equity holders
(ARETFIT) of the Company (RMB’000) 3,984 189,159
BEBITE B 2 TR Weighted average number of
(FB%) ordinary shares in issue (thousands) 678,566 636,000
BAREAR R EE R Basic and diluted earnings per share
(AR¥% F&k) (RMB per share) 0.0059 0.2974

R-FEENGEFR_ZF+F+_-A
=t+—R  YEEAEEEERD o

There are no potential dilutive shares as at 31st
December 2008 and 2007.
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BE 40 DIVIDENDS
—EEN\E —ERLEF
2008 2007
ARETFT ARETFT
RMB’000 RMB’000
FRAER2PHERE - ®IRZTIL  Dividends declared before year end
—ET+F : AR¥0.067T) Interim-nil (2007: RMBO0.06)
per share - 38,160
gﬁﬂi@ﬂ‘l—tﬁﬁﬁaﬂZ%%@ At the Board of directors’ meeting held on 17th April

Etui“zJ: E%E T/ﬁ%ﬁg 7 )\
FT_A=T—HILEFERPRE -

EBe6t 41
(a) ZHREESIZELSH
NP EE2(e) FraFit - U iE A A = 47
2R EREFEACES ST
RAIAR - RERFLBEEN Z
He & AR%330,000,0007T °

(b) WEBERERAE
R-BZENF-HA=+—H &
£ A A K #300,000,0002 KB
o 78 R R B R KB 2 759 AL A
#w AEREBER_ZTLFR
e BRERAE 2 X ZXKE
HEREHEREEBERBBREANE
ARER K EEREREREE -

CATIC SHENZHEN HOLDINGS LIMITED

2009, the directors did not propose a final dividend for
the year ended 31st December 2008.

BUSINESS COMBINATIONS

(a)

(b)

Business combination under common control
As detailed in Note 2(e), the acquisition of
the equity interest in CATIC Sanjia has been
accounted for using the principle of merger
accounting. The cash paid for the acquisition
during the year amounted to RMB330,000,000.

Acquisition of GIB Company

On 31st January 2008, the Group acquired 75%
equity interest in GIB Company at a consideration
of RMB300,000,000, which was prepaid in
2007. The principal business activities of GIB
Company comprise leasing and management of
the Guangdong International Building and the
management and operation of the Guangdong
International Hotel.
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BUSINESS COMBINATIONS (continued)

Acquisition of GIB Company (continued)

The acquired business contributed revenues
of RMB124,476,000 and net loss of
RMB102,414,000 to the Group for the period from
the date of acquisition to 31st December 2008.
Details of net assets acquired and goodwill are as

AR follows:
ARBTFr
RMB’000
R-BZLERMN2ZWEBNRE Purchase consideration prepaid in 2007
—BENERE ) — cash paid 300,000
—BRABEE 2 BEERAR — direct costs relating to the acquisition 16,950
BB E Total purchase consideration 316,950
—BRE AR E — Fair value of net identifiable assets and
FEBERARBEFRE liabilities acquired (see below)
(RT30) (317,054)
(B WEEEFER L Excess of share of net assets acquired
WHERE 2R over purchase considerations (104)
WHEECEERBENAT ¢ The assets and liabilities arising from the acquisition are
as follows:
AREE
Fair value
ARMTFT
RMB’000
Be MREEEY Cash and cash equivalents 23,711
5 Inventories 1,965
FEMFRIE Receivables 100,511
T fE R (A7) Land use rights (Note 7) 506,843
W - BENMEREHZE10)  Property, plant and equipment (Note 10) 297,077
ERIEMZ12) Construction-in-progress (Note 12) 417
WEMENF11) Investment properties (Note 11) 542,190
FEISRIE Payables (345,553)
EEFIBEE(AZE17) Deferred tax liabilities (Note 17) (224,422)
fBE Borrowings (480,000)
BEFE Net assets 422,739
DE R 7= (25%) Minority interests (25%) (105,685)
B R AR & E R E Net identifiable assets acquired 317,054
FRWENRBATZESN  Cash and cash equivalents in subsidiary acquired
REZEEY during the year 23,711
HHEER 5 Non-cash transactions

FTEIRERSIEERRBEER

BERAREMR_ZZTLFENMZ

I g B AR #316,950,0007T *

;Z RIBR BB K SR E
NERE -

The principal non-cash transaction represented
the purchase consideration relating to the
acquisition of GIB Company of RMB316,950,000
prepaid in 2007 which was transferred to
investment in subsidiary upon completion of the
acquisition.
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EEEA RS 42 CASH GENERATED FROM OPERATIONS
FEERFEEEELE 7IHSHTHEN - Reconciliation of profit for the year to cash generated
from operations:
—EENF —ETLF
2008 2007
wE5
Restated
ARETFT AREFT
RMB’000 RMB’000
B P {SHi A a Profit before income tax 5,574 294,020
ARIER : Adjustments for
e Depreciation
W% BERHRE — property, plant and equipment 251,726 120,226
— B — investment properties 18,098 7,398
RS Amortisation of mining rights 28,407 15,172
3 {5 FR AR 5 Amortisation of land use rights 15,992 4,818
HAnIEREN & Amortisation of other non-current assets 4,196 7,162
AEHESREERNE Impairment of available-for-sale
financial assets - 2,260
REE D R A RIE Impairment of investment in associate - 1,455
T;z’&;ﬂﬁiﬁﬂ?ﬁ %51 8K 2 Fair value gain on financial assets at
ERMEEMNA R ENE fair value through profit or loss - (42,379)
AEHESREEY Dividend income on available-for-sale
Z IR BURA financial assets (1,155) -
HEAHEESRE Gain on disposal of available-for-sale
BE W financial assets (84,974) =
HENE - BE RSB ER Loss on disposal of property, plant
and equipment 33,559 599
FBWA Interest income (13,564) (7,606)
FIES Interest expenses 274,914 94,297
it /Nl o | Share of loss of associates 23,711 7,173
$%@FMEH§§ BRAIAHREE - Excess of the Group’s share of the
BELRIABEFAAGEER net fair value of the associate’s
WERA Y 28 identifiable assets, liabilities and
contingent liabilities over the cost
of the investment - (60,065)
REBFEINB R R A HREE - Excess of the Group’s share of the
BERIAREEFOA net fair value of the subsidiary’s
BHRERAZ Z8 identifiable assets, liabilities and
contingent liabilities over the cost
of the investment (104) -
BERRAEHER Value-added tax and income tax refund (66,632) (5,701)
BEELE Changes in working capital 489,748 438,829
FEHE M Increase in inventories (428,296) (219,225)
B 5 REMBEKFURD (32 m) Decrease/(increase) in trade and
other receivables 17,937 (483,806)
BARBEBERYEZE/ Decrease in financial assets at fair value
éf?xﬁi’]\ through profit or loss 74,008 =
B 5 I EL A R Increase in trade and other payables 25,757 154,139
LBEE /(PR 2R Cash generated from/(used in) operations 179,154 (110,063)

CATIC SHENZHEN HOLDINGS LIMITED
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43 EiE 43 COMMITMENTS
(a) B AEIE (a) Capital commitments
REEBCIINEBNAEERNE Contracted Capital commitments at the balance
AEZWAT : sheet date but not yet incurred are as follows:
bS] N
Group Company
—EEN\E e e —EENE e e
2008 2007 2008 2007
L5
Restated
AREFT AREFTT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
EHENERS T Contracted but not
provided for
BEVE BEK Purchase of property,

B3 plant and equipment 108,600 837,143 - -
Ui £ 1o 0 A Purchase of land use right 1,875 = - -
PHBARZIZE :©  Investment in subsidiaries:

—KHAREHET ~ Chengdu Tianma

BRAH Microelectronics
Company Limited 356,400 - - -
—REXREHET — Wuhan Tianma
BRAR Microelectronics
Company Limited 157,600 - - -
- EMETHRE ~ Guizhou Puding
KEEBRAT Xiaojiawan Coal
Industry Co., Ltd 41,700 - - -
—EBmRIARHE - Kunming Dongchuan
tIBREE Heai Phosphorus
NS Chemical Industry
Co., Ltd 43,631 - - -
o — Shanghai Tianma - 381,855 - 381,855
-EFEBRAE - GIB Company - 480,000 - 480,000
709,806 1,698,988 - 861,855
PN | NG|
Group Company
“EENE e e —EENE e e
2008 2007 2008 2007
ARETR AREFT ARETFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BREBRTA Authorised but not
contracted for
mE - BE &R Property, plant and
equipment - 74,160 - -
- 74,160 - -
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43 FEEw) 43 COMMITMENTS (continued)
(b) KERYRE (b) Operating lease commitments
AEEREBEBIBFEEERIAET The Group has commitments under non-
Z AT RSH A TR A REM T cancellable operating leases in respect of staff
quarters and office premises as follows:
—EENF —EE+F
2008 2007
ARMFT ABREFT
RMB’000 RMB’000
TiaE—F Not later than one year 18,853 16,859
BR—FENERAF Later than one year and
not later than five years 457,154 6,536
476,007 23,395
EBFEAARESERN 2 AR H The future minimum lease receipts under non-cancellable
EREKESIT operating leases in respect of buildings are as follows:
—EENE —ETLF
2008 2007
AB¥FT AR For
RMB’000 RMB’000
THB—F Not later than one year 71,721 55,539
BE—FETBARF Later than one year and
not later than five years 57,750 48,386
129,471 103,925
44 HAREE 44 CONTINGENT LIABILITIES
r&EE NG|
Group Company
it %3 —TT+E —EENE —2T+F
2008 2007 2008 2007
AREFT AREFT ANBEFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BRMBLRERT Guarantees to banks in respect of
BITRE 2 R1T banking facilities granted
R to subsidiaries - - 1,118,327 715,860
238 CATIC SHENZHEN HOLDINGS LIMITED
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SIGNIFICANT RELATED PARTY

TRANSACTIONS

The Group is controlled by CATIC Shenzhen Company, a
state-controlled company established in the PRC which
owns 58.29 % of the Company’s shares. The remaining
41.71% of the shares are widely held. The directors
regard CATIC Shenzhen Company being the ultimate
holding company.

Related parties include the Company’s ultimate
holding company, CATIC Shenzhen Company, and
its subsidiaries, other state-controlled enterprises and
their subsidiaries directly or indirectly controlled by the
PRC government, corporations in which the Company
is able to control or exercise significant influence, key
management personnel of the Company and CATIC
Shenzhen Company and their close family members.

A portion of the Group’s business activities are
conducted with other state-controlled enterprises.
The Group believes that these transactions are carried
out on normal commercial terms that are consistently
applied to all customers. For the purpose of related party
transactions disclosure, the Group has identified, to
the extent practicable, those corporate customers and
suppliers which are state-controlled enterprises based on
their immediate ownership structure. It should be noted,
however, that substantially all of the Group’s business
activities are conducted in the PRC and the influence
of the PRC government in the Chinese economy is
pervasive. In this regard, the PRC government indirectly
holds interests in many companies. Many state-controlled
enterprises have multi-layered corporate structure and
the ownership structures change over time as a result
of transfers and privatisation programs. Some of these
interests may, in themselves or when combined with
other indirect interests, be controlling interests. Such
interests, however, would not be known to the Group
and are not reflected in the disclosures below. In
addition, a portion of the Group’s services provided are
of a retail nature to end users, which include transactions
with the employees of state-controlled enterprises on
corporate business, their key management personnel and
close family members. These transactions are carried
out on normal commercial terms that are consistently
applied to all customers. Due to the vast volume and
the pervasiveness of these transactions, the Group is
unable to determine the aggregate amount of these
transactions for disclosure. Therefore, the revenue from
provision of services disclosed below does not include
retail transactions with these related parties. However,
the Group believes that meaningful information relating to
related party disclosures has been adequately disclosed.
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SIGNIFICANT RELATED PARTY

TRANSACTIONS (continued)

In addition to the related party information shown
elsewhere in the financial statements, the following is a
summary of significant related party transactions entered
into in the ordinary course of business between the
Group and its related parties and the balances arising

from related party transactions:

(a) Transactions with related parties

£33
Group

—EBENE
2008
AR¥ T
RMB’000
HRKERATREZKE  Transactions with the ultimate
AFRNR S holding company and a fellow
subsidiary
WA Income:
HEEWA Rental income 4,095
X : Expenses:
VHEERBRRX Expenses for property management
fee 31,520

—ETLF
2007
K5
Restated
ARBTFT
RMB’000

2,137

6,523

CATIC SHENZHEN HOLDINGS LIMITED
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(a)

HBREINR S (E)
R-_ZEZENEFE+_A=+—8"

N &£ B AR ¥ 1,768,000,000
T(ZZEZELHF: AR
1,327,000,0007T ) Z RITEE TS
SR EIEAE A B IR ER -
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45 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
(a) Transactions with related parties (continued)
As at 31st December 2008, the Group’s bank
borrowings of RMB1,768,000,000 (2007:
RMB1,327,000,000) were guaranteed by the
ultimate holding company.

rEE
Group
—EENF —ETF
2008 2007
ARBFr ARETT
RMB’000 RMB’000
HEMBEELENRS Transactions with other
state-controlled enterprises
(1) WA (1) Revenue:
HEEYRIRA Revenue from sales of goods 752,835 516,516
WE YR Rental income in respect of
HEWA investment properties 11,273 6,022
IRITIERRFTE Interest income from bank deposits
MBWA 13,039 6,283
) A : @) Expenses:
BEEm Purchase of goods 80,224 86,438
) TEEEEBAEZHFMHY 3) Key management compensation is
MEE34(EZ 2 S ) P disclosed under Note 34 (Directors’
& o emoluments).
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EXRBERIRS#®) 45 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
(b) CEEEELMNEER (b)  Balances with related parties
FEd, (FERT) BEE R R 2 F ALY The amounts due from/(to) related parties
RRERBRENRER - companies are non-interest bearing and repayable
on demand.
TEE
Group
—EZTN\F ZETEF
2008 2007
KET
Restated
AREFT ARETT
RMB’000 RMB’000
HEAME A B 2R Balances with a fellow subsidiary
TEIRE A K E MRS Accrual and other payables 1,854 338
HoAth e K Other receivables 155 10,956

HEHMEAERT ¥ Balances with other
state-controlled
banks/enterprises

BEERIRITFHK Pledged bank deposits 95,838 =
He RIS EEY Cash and cash equivalents 701,940 1,094,993
B 5 EBGR Trade receivables 391,490 531,503
B SN Trade payables 10,006 =

CATIC SHENZHEN HOLDINGS LIMITED



B4 4R MY EE Notes to the Financial Statements

45 EBERXBEEIRZE)

Annual Report 2008 EREIRE

45 SIGNIFICANT RELATED PARTY

TRANSACTIONS (continued)

(c) fBE (c) Borrowings
REH
Group
—EENF —EELF
2008 2007
ARBFT AEEFT
RMB’000 RMB’000
RERKRERATZEE Borrowings from the ultimate
holding company
REH] At beginning of the year 249,258 9,858
WEIEE Proceeds from borrowings 20,000 244,600
BEEEE Repayment of borrowings (269,258) (5,200)
RER At end of the year - 249,258
REBEERITZEE Borrowings from state-controlled
banks
REA] At beginning of the year 2,987,036 766,961
WE|EE Proceeds from borrowings 4,793,671 3,358,967
EEEE Repayment of borrowings (2,114,094) (1,138,892)
NER At end of the year 5,666,613 2,987,036
FTHRAE Interest charged 373,748 73,579

RZEZENF+-_A=+—H  EZH
IIREFEEERRERAE7.0% (T +4F ¢
6.8%) °

The weighted average effective interest rate of the loans
was 7.0% (2007: 6.8%) as at 31st December 2008.
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SUBSEQUENT EVENT

On 21st January 2009, the Board of the Company
resolved to modernize and renovate the Guangdong
International Building of a subsidiary, GIB Company. The
Board considered that the modernization and renovation
project would increase its future occupancy rate, income
and business value; and would reduce the operation
costs and enhance the marketability of the building. The
hotel portion of the building would temporarily cease its
operations during the renovation period. The project is
expected to be completed in March 2010.
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