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Financial Highlights

RESULTS SUMMARY
(For the year ended 31 December 2010)

(RMB’000) 2010 2009 2008 2007 2006

Revenue and profit:

Revenue 6,964,551 5,092,883 4,077,074 3,357,210 2,629,794
Profit/(loss) before taxation 454,888 (288,849) 5,919 398,607 211,367
Profit/(loss) after taxation 342,590 (288,780) (41,665) 338,084 180,362

Attributable to:

Profit attributable to equity holders of
the Company 193,561 (165,566) 1,282 231,654 123,095
Non-controlling interests 149,029 (123,214) (42,947) 106,430 57,267

Basic earnings per share attributable to

equity holders of the Company (RMB) 0.2874 (0.2458) 0.0019 0.3642 0.1924
Dividends per share attributable to
equity holders of the Company (RMB) 0 0 0 0.06 0.06

ASSETS SUMMARY
(As at 31 December 2010)

(RMB’000) 2010 2009 2008 2007 2006
Total assets 17,267,413 13,626,354 11,795,652 9,381,259 4,056,131
Total liabilities 12,318,964 9,802,017 8,100,414 5,256,735 2,295,297
Total equity 4,948,449 3,824,337 3,695,238 4,124,524 1,760,834

Equity attributable to equity holders of
the Company 1,977,482 1,698,513 1,872,783 2,105,156 1,297,354
Non-controlling interests 2,970,967 2,125,824 1,822,455 2,019,368 997,943

Net assets per share attributable to
equity holders of the Company (RMB) 2.94 2.52 2.76 3.10 2.03
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Financial Highlights

TURNOVER
RMB Thousand

PROFIT ATTRIBUTABLE TO
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Chairman’s Statement

[t is my honor to present the 2010 Annual Report of CATIC Shenzhen Holdings Limited (the “Company”) on
behalf of the Board of Directors to the shareholders, business partners and supporters of the Company and its
subsidiaries (together the “Group”).

During the year, the Group recorded a consolidated revenue from continuing operations of approximately
RMB6,964,551,000, representing an increase of approximately 36.75% over the previous year of
RMB5,092,883,000. The overall gross profit was approximately RMB1,505,409,000, representing an increase
of approximately 81.11% over the previous year of RMB831,212,000. The Group’s profit attributable to the
shareholders (excluding minority shareholders’ interests) amounted to approximately RMB193,561,000.

In the year 2010, facing the complex and volatile market, economic and policy environment and opportunities from
industry recovery after the financial crisis, the Group implemented the strategic plan of “operational excellence,
profit management, perfection of corporate governance, promotion of merger and acquisition, and improvement
of leadership”. The principal activities recorded a good performance, of which, the LCD business responded
quickly to market demand, actively promoted the product mix adjustment and development of key clients, obtained
substantial increase in annual operation revenue and earnings and turned losses into gains; “aggressive marketing”
strategy adopted in PCB business achieved notable success; the packaging substrate and electronics assembly
businesses were progressing smoothly and achieving sustained and rapid growth in profitability; the luxurious
wrist watches business continued to grow rapidly, the “VIOLA TRICOLOR” multi-brand system had achieved initial
success and the sales channel of luxurious watches was expanded quickly; in resource business, the production
technical innovation of potassium fertilizers was completed on schedule and the project was pushed forward
steadily; the modernization and renovation of Guangdong International Building were basically completed at the end
of the year and it is expected that its trial operation will start in mid-March 2011.

While developing business rapidly and promoting major projects steadily, the Group endeavored to improve the
management level and business profitability continuously and achieved prominent achievements in corporate
governance, management innovation, capital financing and other aspects. During the reporting period, the Group
continued to promote operational excellence, actively implemented cost control and endeavored to increase
the efficiency of assets. The Group optimized business operation management system, effectively improved the
corporate governance; actively promoted capital market financing, completed the placing of Fiyta shares and
promoted integrated LCD business reorganisation of Tianma. The Group also implemented ongoing leadership
enhancement program, built a high-quality, passionate and aggressive talent team, and actively practiced social
responsibilities.

In 2011, the Group will continue to take rapid growth as the main line of development and actively seize
opportunities for development. With “transcendence, efficiency and synergy” being determined as the annual
strategic topics, the Group will promote the implementation of various strategic measures, endeavor to improve
efficiency of operation management, assets, performance of staff and organisation and realize efficient and rapid
growth of business. The Group will continue to promote operational excellence, deepen management innovation;
establish innovative business model and profit model; build medium and high level talent development system
on an ongoing basis, while establishing key personnel introduction platform; improve organizational efficiency,
to actively adapt to cross-regional and multi-business development needs; and continue to promote changes in
thinking model and reform of corporate culture system, to support healthy and sustainable development of all the
business lines.

Lastly, | would like to extend my most sincere gratitude to all the staff for their valuable contribution and all

shareholders, business partners and people from all walks of life for their support. We will continue to dedicate
ourselves to creating better returns for our shareholders, customers and staff.
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Management Discussion

and Analysis

CORPORATE ORGANIZATION CHART

National Council for
Social Securlty Fund

14317

Aviation Industry
Corporation of China

62.52%

14.31%

VIC CCB Aviation Industi
Zhong Jin Chuang Xin quity Investment (Tianji
ianjin) Investment Co., L Company Limited

| 8.86%

AVIC International
Holding Corporation

100%
I AVIC Shenzhen l
58.77%

I CATIC Shenzhen l

Note:

88.35% I
45.62%
Tianma

Electronics
manufacturing

Commercial
property

Luxurious
goods

Shennan
Circuit

|
-

Guangdong
Int’l

41.49%
Fiyta

—

4|

22.35%
4"| AVIC
Real Estate
30% Shanghai | 21%
Tianma
30% Chengdu
Tianma

Wuhan
Tianma

——

10% I

Mineral
resources

AVIC
Resources

100%

In March 2011, China Aviation made a capital contribution to AVIC International through China Aviation Industry

Supply and Marketing Corporation and China Aviation Wealth Industry and Trade Development Limited, which are
its subsidiaries. Meanwhile, AVIC CCB Aviation Industry Equity Investment (Tianjin) Company Limited (“AVIC CCB”)
made a capital contribution to AVIC International in cash. Upon completion of the capital increase, the registered
capital of AVIC International reached RMB8,459,000,000, which was owned as to 62.52%, 14.31%, 14.31% and
8.86% respectively by China Aviation, Zhong Jin Chuang Xin, the Social Security Fund and AVIC CCB.
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Management Discussion and Analysis

BUSINESS REVIEW

The consolidated revenue and profit contributions of the Company in its consolidated results for the year 2010 were
primarily derived from the following subsidiaries:

Percentage of
equity held by the

Name of subsidiary Company Principal activities

Tianma Microelectronics Co., Ltd. 45.62%  Manufacture and sales of liquid crystal
(“Tianma”) displays (“LCD”) and modules

Shennan Circuit Co., Ltd. (“Shennan 88.35%  Manufacture and sales of printed circuit
Circuit”) boards (“PCB”)

Fiyta Holdings Limited (“Fiyta”) 41.49%  Manufacture of middle to high-end wrist

watches and chain sale of luxurious
wrist watches

Shenzhen CATIC Resources Co., Ltd. 100%  Agriculture-related resources business
(“CATIC Resources”)

Guangdong International Building Industrial 75%  Hotel and property operations
Co., Ltd. (“GIB Company”)

Summary of Performance

During the year, the Group recorded a consolidated revenue from continuing operations of approximately
RMB6,964,551,000, representing an increase of approximately 36.75% over the previous year of
RMB5,092,883,000. The overall gross profit was approximately RMB1,505,409,000, representing an increase
of approximately 81.11% over the previous year of RMB831,212,000. The Group’s profit attributable to the
shareholders (excluding minority shareholders’ interests) amounted to approximately RMB193,561,000.

In the year 2010, facing the complex and volatile market, economic and policy environment and opportunities from
industry recovery after the financial crisis, the Group implemented the strategic plan of “operational excellence,
profit management, perfection of corporate governance, promotion of merger and acquisition, and improvement of
leadership”. The principal activities recorded a good performance, of which, the LCD business responded quickly to
market demand, actively promoted the product mix adjustment and development of key clients, obtained substantial
increase in annual operation revenue and earnings and turned losses into gains; “aggressive marketing” strategy
adopted in PCB business achieved notable success; the packaging substrate and electronics assembly businesses
were progressing smoothly and achieving sustained and rapid growth in profitability; the luxurious wrist watches
business continued to grow rapidly, the “VIOLA TRICOLOR” multi-brand system had achieved initial success and the
sales channel of luxurious watches was expanded quickly; in resource business, the production technical innovation
of potassium fertilizers was completed on schedule and the project was pushed forward steadily; the modernization
and renovation of Guangdong International Building were basically completed at the end of the year and it is
expected that its trial operation will start in April 2011.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Summary of Performance (continued)

While developing business rapidly and promoting major projects steadily, the Group endeavored to improve the
management level and business profitability continuously and achieved prominent achievements in corporate
governance, management innovation, capital financing and other aspects. During the reporting period, the Group
continued to promote operational excellence, actively implemented cost control and endeavored to increase
the efficiency of assets. The Group optimized business operation management system, effectively improved the
corporate governance; actively promoted capital market financing, completed the placing of Fiyta shares and
promoted integrated LCD business reorganisation of Tianma. The Group also implemented ongoing leadership
enhancement program, built a high-quality, passionate and aggressive talent team, and actively practiced social
responsibilities.

The turnover and profit/(loss) of the Group for 2010 with comparative figures for 2009 are as follow:

Turnover (RMB’000) 2010 2009
LCD 3,321,736 2,181,111

PCB 1,578,891 1,167,939
Timepieces manufacturing and sales 1,700,608 1,153,803
Resources 189,529 433,682
Investment properties 126,042 115,929
Cable TV equipment 47,745 32,040
Hotel - 8,379
Total 6,964,551 5,092,883
Profit/(loss) after taxation (RMB’000) 2010 2009
LCD 150,028 (290,779)
PCB 148,710 101,761

Timepieces manufacturing and sales 53,538 43,772
Resources (7,363) (80,795)
Investment properties 88,467 69,857
Cable TV equipment 1,123 (183)
Hotel (42,197) (43,432)
Others (49,716) (88,981)
Total 342,590 (288,780)
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

LCD

The Group is engaged in the research and development, design, production, sales and servicing of liquid
crystal displays (LCD) and liquid crystal modules (LCM) products through its subsidiary, Tianma. In 2010, the
Group’s turnover from LCD business surged by approximately 52.30% over the previous year corresponding
figure of RMB2,181,111,000 to approximately RMB3,321,736,000. The profit after taxation was approximately
RMB150,028,000, while the loss of the previous year was RMB290,779,000.

The global financial crisis in 2008 brought severe impact on TFT-LCD industry. Production lines of all generations
could not be expanded to appropriate application areas. Thus, there was still an over-production in the supply of
panel products. In 2010, with the global economic recovery, the market of TFT-LCD gradually recovered. Comparing
with the continuous downslide of the price of large size panels, demand of small and middle size panels this year
was relatively strong. The active demand of smart phones and tablet PCs was one of the major growth drivers.

Facing new market environment, Tianma reacted rapidly and achieved a good sales performance through accurate
grasp of market opportunities, product mix adjustment and rational allocation of production capacity. Meanwhile,
Tianma played a role of uniform deployment and reasonable arrangement in the marketing platform, supply chain
platform, R&D platform, human resources platform and enterprise culture system, which enable the subsidiaries,
associates and managed companies to reach economy of scale, achieve a full range of integrated management
and achieve synergies that promote our business. During the reporting period, Tianma realized consolidated gross
profit of 14%, with an increase of 11 percentage points as compared with previous year. This marked a success in
achieving a turnaround in profitability.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

LCD (continued)

Shanghai Tianma fully explored the market of overseas key customers, maintained close contacts with customers
to fully meet customer demand, improved product quality and thereby achieved breakthrough results. During the
reporting period, the Company achieved a turnover of RMB2,048,870,000, representing an increase of 56.68% over
the previous year; a net profit of RMB162,550,000, representing an increase of 211.46% over the previous year.
AM-OLED assembly line project has achieved a major breakthrough and progress. The performance indicators of
the first LTPS LCD product have reached the standards and passed validation test, and may enter the phase of
mass production and application. Construction of plant and supporting facilities and introduction and installment
of production equipment of the 4.5G TFT-LCD production line in Chengdu Tianma have been completed and the
production line has formally entered the period of gradual output release; the 4.5G TFT-LCD production line and
CF production line in associate Wuhan Tianma have started trial production; meanwhile, the construction of other
supporting facilities, equipment commissioning, staff recruitment and other work are proceeding in an orderly way.
Shanghai CATIC Opto-electronics Limited, entrusted to the management by Tianma, has resumed production and
further established advantage of production capacity. Moreover, its market standing has also been significantly
raised.

Gross Profit Margin

2010 2009
(RMB’000) (RMB’000)

Sales revenue 3,321,736 2,181,111
Cost of sales 2,863,603 2,109,394
Gross profit 458,133 71,717
Gross profit margin 14% 3%

"”" By, i T
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
LCD (continued)
Market Structure

Sales regions 2010 2009
PRC 44.06% 20.68%
Hong Kong 24.63% 60.62%
Europe and America 12.75% 11.52%
Southeast Asia and others 18.56% 7.18%
Total 100% 100%

Product Structure

2010 2009
LCD-CSTN 0.51% 0.87%
LCD-MONO 19.81% 5.48%
LCD sub-total 20.32% 6.35%
CSTN modules 13.19% 18.64%
TFT modules 53.57% 66.53%
MONO modules 12.92% 8.48%
Modules sub-total 79.68% 93.65%
Total 100% 100%

PCB

The Group, through the subsidiary, Shennan Circuit, engages in the production and sales of mid to high end multi-
layer PCB products, which are widely used in high technology fields such as telecommunication, aerospace, medical
services and industrial control. The turnover of the PCB business of the Group in 2010 rose by about 35.19% to
approximately RMB1,578,891,000 when compared with the figure of the previous year of RMB1,167,939,000. The
profit after taxation amounted to approximately RMB148,710,000 which represented an increase of approximately
46.14% when compared to that of the previous year of RMB101,761,000.

In 2010, the global semiconductor and electronics industries have experienced a significant booming upward cycle.
Due to the effect of downstream terminal demand, the PCB industry showed a strong growth momentum. As
economic recovery of European and American countries from the second half of the year was slower than expected
and developing countries and emerging economies presented rational drop after rapid growth, the growth trend of
PCB was slowed and the overall growth of semiconductor and electronics industries of the year was stable.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

PCB (continued)

Facing market opportunities and challenges, Shennan Circuit proposed the strategy of “making further effort in
developing target market and promoting market coverage”, grasped business opportunities arising and actively
explored the market. The business of HDI board grew rapidly due to the domestic investment in 3G business
and active demand of smart phones and tablet PCs. Order taking work of Shennan Circuit this year achieved a
speedy breakthrough. In terms of internal operation management, the Company greatly increased production
capacity through expanding the production capacity and improving the production efficiency, on the other hand,
the Company took management and technical innovation, lean manufacture and other measures to enhance the
production operation capacity of the Company and reduce the negative impact of constant rise of price of raw
materials and labor costs on corporate profits. In addition, through a series of brand promotion activities, Shennan
Circuit has further promoted its corporate image and brand influence at home and abroad.

In 2010, Shennan Circuit has made great breakthrough in electronics assembly business, which has currently formed
capacity of 10 SMT production lines and possessed the complete process manufacturing capabilities of mobile
phones and radio frequency amplifiers and other products. In terms of packaging substrate business, debugging of
all connecting facilities has been completed so far, the production lines have already entered trial-production stage
and the delivery rate of products in mass production and processing of important samples has been substantially
increased and customer development has achieved initial success. We have started to provide lot-size products to a
number of internationally renowned clients.

Gross Profit Margin

2010 2009

(RMB’000) (RMB’000)

Sales revenue 1,578,891 1,167,939
Cost of sales 1,206,970 912,250
Gross profit 371,921 255,689
Gross profit margin 24% 22%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
PCB (continued)
Market Structure

Sales regions 2010 2009
PRC 76% 84%
Europe and America 14% 10%
Southeast Asia and others 10% 6%
Total 100% 100%

Product Structure

Sales regions 2010 2009
Telecommunications equipment 69% 77%
Consumer electronic devices 2% 2%
Others 29% 21%
Total 100% 100%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Luxurious wrist watches

The Group engages in the manufacture of middle and high-end luxurious watches and chain sales of imported
watches through its subsidiary, Fiyta, including R&D, design, manufacture and sales of watches under its owned
brand name and chain sales network operation of prestigious watches. In 2010, the revenue of the watch business
of the Group amounted to approximately RMB1,700,608,000, representing a growth of approximately 47.39%
when compared with RMB1,153,803,000 of the previous year. The profit after taxation amounted to approximately
RMB53,538,000, representing an increase of approximately 22.31% when compared with the previous year of
RMB43,772,000.

In 2010, given strongly recovering economy and increasing consumption sentiment, China became the world’s
second largest consumer of luxury goods and the most dynamic market, and was the world’s major growth area
of luxury goods industry. Accordingly, the watch industry entered into a period of rapid growth. In this context, for
watch business, the Group adhered to two master lines for business, namely, building the world prestigious watch
sales channel of Harmony and “VIOLA TRICOLOR” multi-brand system, continuously optimized the integration
of internal resources, endeavored to expand markets and improved the overall enterprise profitability and market
competitiveness.

During the year, Fiyta's owned-brand watch business adheared to the “VIOLA TRICOLOR” multi-brand strategy,
i.e., the common development of Fiyta brand, high-end brand “Emile Chouriet” and fashion brands. Fiyta watches
continue to strengthen investment and operational management of exclusive shops, promote the channel quality
improvement, show to more middle and high end customers the excellent products and brand image of Fiyta,
exploit overseas channels, strengthen product marketing and promotion, promote the brand image of Fiyta and
accelerate product serialization and standardization through new arrivals, spokesperson advertising and regional
promotion; during the reporting period, 56 new sales outlets were opened for high-end brand “Emile Chouriet”
wristwatches (120 in total). Both the sales quantity and amount have achieved 100% growth over the previous year;
and, fashion brands COSMO and JEEP mainly focus on channel laying and the initial channel laying in Southeast Asian
markets has been completed, while 70 watch counters have also been established in the PRC. Moreover, network,
credit cards and other sales channels have also been developed.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Luxurious wrist watches (continued)

The Group’s Shenzhen Harmony World Watch Center (“Harmony”) was in sound operation while continuing
to actively develop strategic channel partners and seize the opportunity to rapidly extend network. During the
reporting period, a total of 57 new chain stores were opened. At the end of the reporting period, the sales network
of Harmony watches had reached 187 outlets (38 of which were Harmony shops). Harmony also persistently
enhanced the management of its chain stores and completed storefront renovation of 15 chain stores. Harmony
brand was proactively promoted and had been widely recognized and listed as one of the Top 500 Brands in Asia.
Communication and cooperation with international watch groups and independent watch brands was continuously
fortified and reinforced. “Three-tier marketing” theory was actively fostered and deepened, whereas terminal
implementation was strengthened. The improved customer satisfaction and loyalty ultimately boosted the steady
growth of sales.

In 2010, Fiyta completed placing of A shares, successfully issued 31,230,480 new shares and raised funds of
RMB499,999,985. Main purposes of the raised funds are network expansion and improvement of Harmony chain
store operation and new product and brand marketing and promotion of Fiyta, which will effectively contribute to the
development of the watch business and improve the core competitiveness and sustainable development capacity of
Fiyta.

Gross Profit Margin

2010 2009

(RMB’000) (RMB’000)

Sales revenue 1,700,608 1,153,803
Cost of sales 1,203,259 801,266
Gross profit 497,349 352,537
Gross profit margin 30% 31%
Gross profit margin of Fiyta timepieces 67% 65%
Gross profit margin of Harmony timepieces 25% 24%

Market Structure

Sales regions 2010 2009
Northeast region 10.34% 9%
North China region 14.31% 13%
Northwest region 24.59% 19%
Southwest region 11.34% 3%
East China region 12.01% 11%
South China region 27.41% 45%
Total 100% 100%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Resources

The Group has taken a proactive stance to develop its resources business with CATIC Resources as its business
platform and mainly focused on agriculture-related resources business. In 2010, the resources business of the
Group recorded turnover of approximately RMB189,529,000, representing a decrease of approximately 56.29% as
compared with RMB433,682,000 last year. The loss after taxation was approximately RMB7,363,000.

In terms of potassium fertilizer business, as prices of resources in international resource market remained a decline
stage in 2009, price of potassium fertilizers in 2010 has been in a bottom level and presented slight recovery in the
fourth quarter. Meanwhile, hindered by nationwide natural disasters, the market demand for potassium fertilizers
continued to stay at low levels. In the fourth quarter, due to the stimulus of stock of agrochemicals during slack
seasons (winter) and fertilizer preparation for spring plowing, the demand grew slightly; in addition, as a result
of CATIC Resources’ technical reform and rationalization for workshops during the reporting period, the annual
production volume of the potassium fertilizers was limited to 113,000 tons and the sales volume was 113,000 tons.
Due to the influence of above mentioned factors, profits of potassium fertilizer business of the Group did not meet
our expectation. By the end of year 2010, the Company has completed technological transformation project of the
second workshop, construction of desliming plant, reconstruction project of inlet channel from the Ige River to the
mine section and solution mining industrial test and thereby laid the foundation for solution mining of low-grade earth
surface mine in the coming year.

In terms of phosphate fertilizer business, the Group has completed mining preparation of Kunming Heqgi Phosphorus
Chemical Industry Co., Ltd. (later renamed Kunming CATIC Phosphorus Chemical Industry Co., Ltd.), including
changes of mining warrants, renewal and change of work safety license, sewage discharge permission application
and process modification of the washing plant, construction of related supporting facilities for mining. In 2010,
production has not started and it is expected to start normal production next year. Meanwhile, in order to increase
resource reserves, allocate necessary back-end phosphorus chemical engineering equipment, integrate resources
and realize synergetic effect of the area, CATIC Resources acquired Yunnan Hongfu Phosphoric Orefield in
September of 2010.

During the reporting period, to further define and implement the development strategy of focusing on agricultural
resources, CATIC Resources sold the equity interests in Guizhou Xiao Jia Wan and An Jia Zhai two coal mines in
May 2010 and obtained a gain on disposal of approximately RMB72,030,000.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Resources (continued)
Gross Profit Margin

2010 2009

(RMB’000) (RMB’000)

Sales revenue 189,529 433,682
Cost of sales 125,164 319,683
Gross profit 64,365 113,999
Gross profit margin 34% 26%

Market Structure
Sales regions 2010 2009
Sales regions 2% 6%
Jiangsu region 1% -
Hubei region 3% -
Qinghai region 1% 26%
Shandong region 13% 17%
Sichuan region - 3%
Guizhou region 3% 13%
Yunnan region - 12%
Beijing region 1% 4%
Zhejiang region 4% 8%
Shanxi region 2% 11%
Total 100% 100%
Product structure

Product structure 2010 2009
85# products 100% 84%
90# products - 12%
phosphate fertilizer - 4%
Total 100% 100%
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FINANCIAL REVIEW
Capital Structure

2010 2009

(RMB’000) (RMB’000)

Restated

Total borrowings 8,021,658 7,102,801
Total liabilities 12,318,964 9,802,017
Non-controlling interests 2,970,967 2,125,824
Total equity 4,948,449 3,824,337
Total assets 17,267,413 13,626,354
Loan-to-equity ratio 162.10% 185.73%
Debt-to-equity ratio 248.95% 256.31%

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

As at 31 December 2010, the cash and cash equivalents of the Group amounted to
approximately RMB1,728,245,000 (2009: RMB1,056,811,000), mainly derived from the following sources:

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

As of 31 December 2010, the current borrowings of the Group amounted to approximately RMB2,350,486,000 (2009:
RMB2,310,325,000) with an annual interest rate of 4.66% (2009: 4.22%), and non-current borrowings totaling
approximately RMB5,671,172,000 (2009: RMB4,792,476,000) with weighted average interest rate of 4.95% on 31
December 2010 (31 December 2009: 4.88%).

Capital expenditure of the Group in 2010 amounted to approximately RMB2,353,874,000, of which approximately
RMB1,263,398,000 was applied to the purchase of production equipments for the TFT-LCD and LCD operations
and the construction of staff dormitories; approximately RMB299,886,000 was applied to the purchase of production
equipments for the PCB operations; approximately RMB67,285,000 was applied to the purchase of production
equipments for the watch operations and setting up new chain stores of Harmony; approximately RMB316,292,000
was applied to the hotel and lease operations; approximately RMB406,398,000 was applied to the acquisition of
production equipments and mining rights for resources business and the construction works relating to office, living
facilities and mining areas; and approximately RMB615,000 was applied to other projects.
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FINANCIAL REVIEW (continued)

Capital Structure (continued)

The Group’s capital expenditure for 2011 is estimated to be approximately RMB3,501,100,000, of which
approximately RMB803,000,000 will be used for the purchase of production equipment and the construction
of staff dormitories for the LCD operations; approximately RMB482,600,000 will be applied to the purchase of
production equipment for Wuhan Tianma and Chengdu Tianma; approximately RMB874,000,000 will be applied
to the purchase of production equipment and land used for production and the construction of new production
plant for the PCB operations; approximately RMB60,000,000 will be used for the renovation of guest rooms and
facilities of GIB Company; approximately RMB748,500,000 will be used as the investment in construction of Qinghai
Resources Silicon Metal Mine and Yunnan Hongfu Mine; approximately RMB533,000,000 will be used for purchase
of production equipment and land used for production and also the construction of new production plants and sales
network of Fiyta. The proposed capital expenditure is expected to be financed by bank borrowings, bank deposits
and the cash generated from the Group’s operations.

PROSPECTS FOR 2011

In 2011, the Group will continue to take rapid growth as the main line of development and actively seize
opportunities for development. With “transcendence, efficiency and synergy” being determined as the annual
strategic topics, the Group will promote the implementation of various strategic measures, endeavor to improve
efficiency of operation management, assets, performance of staff and organisation and realize efficient and rapid
growth of business. The Group will endeavor to improve business operation and management efficiency through
continued efforts to promote operational excellence, deepen management innovation and optimize operational
processes; improve asset efficiency by establishing innovative business model and profit model; build medium and
high level talent development system on an ongoing basis, while establishing key personnel introduction platform;
improve organizational efficiency, to actively adapt to cross-regional and multi-business development needs; and
continue to promote changes in thinking model and reform of corporate culture system, to support healthy and
sustainable development of all the business lines.

LCD

Authoritative market research organisation DisplaySearch has predicated that in 2011, market size of LCD is
expected to reach $28.5 billion, with an annual average growth rate of approximately 19%. Although facing relatively
severe macro environment, driven by smart phones, tablet computers, e-book readers, automotive displays and
other products, the market will still maintain growth momentum with generally stable prices. In terms of technology,
driven by the strong demand for smart phones and tablet PCs, LEDs, AM-OLEDs and touch panels will become
key development items of the panel industry. It is expected that the shipments and production capacity of touch
panels will maintain robust growth in the next two years. Meanwhile, the market development space of AM-OLEDs
will expand as the difference in price between 3.5-inch AM-OLED panels and TFT-LCD panels decreases year by
year. In 2011, there is expected to be an annual growth rate of 29.4% in the global shipment of touch panels due
to the simultaneous driving force from general application of tablet PCs and touch screen mobile phones. In terms
of application, mobile phones continue to dominate the applications of small-and-medium-size liquid crystal display
screens and display devices, and other new applications such as personal navigation devices, digital photo frames
and MP3/portable media players are boosting the sales of small and medium-size LCDs.

2010 E s RYIPEERGERD R 85



Management Discussion and Analysis

PROSPECTS FOR 2011 (continued)

LCD (continued)

In 2011, various production lines of liquid crystal display business built by the Group will start mass production
in succession and therefore the scale effect will become increasingly apparent. Adhering to the strategic thinking
of “from good to great”, Tianma will continue to implement the “key customer strategy”, leverage on overall
management, coordination and service advantages, further improve the marketing platform, supply chain platform,
R&D platform, human resources platform and enterprise culture system. Tianma will optimize the internal processes,
integrate the supply chain management platform, build a sound cost management system, resource planning
system and supply chain operation model to strengthen supply chain risk management capabilities while improving
quick delivery capabilities and thereby maximize the efficiency of assets. Tianma will also continue to increase input
in research and development, increase the success rate of new project development and pay close attention to the
development of new display technology and supplement the technical platform. We will particularly in terms of AM-
OLEDs, gradually master the key design techniques and processing techniques of AM-OLED mass production,
expand the product lines and layout of production lines and further strengthen our international leading position.

In addition, the Group will continue to push forward the integrated LCD business reorganisation of Tianma,
endeavor to excel in Chengdu Tianma and Wuhan Tianma during their period of gradual output release, improve
standardization and efficiency of corporate governance, strengthen risk management and corporate social
responsibility and improve business capability and social awareness.

PCB

The global semiconductor industry restores steady growth in 2011. The global PCB industry has entered a new
round of growth cycle with predictable growth in the next few years. The economic recovery of European and
American countries from the second half of 2010 was slower than expectation. Moreover, considering the rational
drop in the domestic market and slowdown of demand growth in terminal electronic equipment market, the growth
of global PCB industry in 2011 is expected to be lower than that of 2010. However, as China is an important country
for global PCB industry, the PCB industry in China will maintain sustainable growth under the policies continuously
promulgated by the State Council in recent years for supporting the electronic information industry, the growing
domestic market demand and continuous transfer of global production capacity. Semiconductor sales in emerging
markets represented by China have accounted for more than 50% of the global sales and its growth rate will
be higher than the global industry average. The enterprises that possess design and independent research and
development capacities in the semiconductor industry and meet related environmental protection standards might
usher in rapid development in the future.

Looking into 2011, Shennan Circuit will continue to adhere to the low cost and differentiation strategies and
customer-oriented principle, enhance influence in the core competitive field of communications market, further
increase market share in industries such as optical network construction, 3G network follow-up construction
and integration of telecom, radio and TV, and Internet networks. We will also constantly raise market coverage in
other key industry sectors, such as aerospace, industrial control and healthcare. In 2011, two growth businesses
of Shennan Circuit-— electronics assembly and packaging substrate will develop rapidly. As the global electronic
information industry continues to shift to China, top international electronic manufacturing services (EMS) companies
gradually increase investments in China and recovery of downstream markets causes rapid expansion in capacity
of EMS market, development of Shennan Circuit electronics assembly business will be further accelerated. The
electronics assembly business and packaging substrate business will possess production capabilities of certain
scale and market competitiveness and bring new performance growth opportunities to the Company in the future.
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PROSPECTS FOR 2011 (continued)

PCB (continued)

In 2011, Shennan Circuit will focus on interaction among the three principal activities of PCB, electronics
assembly and packaging substrate, give full play to industrial synergy and steadily push forward the formation
progress of a multi-service and multi-regional pattern. On the basis of the successful transformation of the first
branch plant, capacity upgrade of the second branch plant and rapid development of electronics assembly and
packaging substrate businesses, Shennan Circuit will promote the plants’ full-process lean production, improve
the standardization and automation level of production system and enhance the plants’ overall operation efficiency.
We will strengthen coordination of cross-department lean processes, intensify construction of human resources
management system, promote the implementation of compensation and performance reform project, consolidate
efficient operation process, establish replicable efficient operation models and thereby provide effective support
to multi-service and multi-regional operation. In the future, the Company will adhere to the principle of customer
orientation, take efficient implementation as the driving force and leapfrog development as a goal and thus finally
achieve joint growth of customers, suppliers, enterprises and employees.

Luxurious wrist watches

With the rapid development of the global economy, luxurious goods industry has become one of the fastest growing
industries in the world, of which, watches play a very important role. The current rapid development of China’s
macro economy, consumption upgrade caused by increase in China’s per capita income and rapid increase and
intersection of consumer discretionary items after the economic crisis provide high-end retail and luxurious retail
enterprises with more opportunities in domestic first-tier cities. In recent years, both volume of imported watches
and the prices have increased and consumers have significantly more demand for imported watches. Benefiting
from China’s economic trends and the long-term favorable momentum of luxurious goods industry, Fiyta keeps
optimistic about the market prospect in 2011.

In 2011, Fiyta will adhere to the “VIOLA TRICOLOR” multi-brand strategy on the basis of sound operation, seize
market opportunities, improve design capabilities and supply chain management, expand sales channels, strengthen
the talent team building and brand marketing and management and rapidly increase the market share; and Harmony
will strengthen communications with brand owners, retail dealers and real estate developers to enter into broad
strategic alliances, rapidly expand and stabilize the sales network through more pragmatic approaches and means;
endeavor to develop and maintain VIP customers and offer related support for steady growth of sales.

In addition, the Company will continue to strengthen internal communication and cooperation among brands, give
full play to synergies, achieve synchronous growth of scale and benefits and extend the industrial value chain by
stock acquisition and other means. We will take full advantage of the platform as a listed company, smooth the
financing channels of capital market, strengthen employer brand construction, increase the reserve of talents,
stabilize the backbone workforce and build a dedicated, professional and efficient team.
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PROSPECTS FOR 2011 (continued)

Resources

After market downturn in 2009 and adjustment in 2010, the international and domestic potash fertilizer prices have
bottomed out and rebounded. Recently, due to the continued quantitative easing (QE) policy of the US and regional
political volatility, price of bulk commodities in the international market rises continuously. Moreover, as a result of
the inherent concentrated supply and monopoly characteristics of international potash fertilizer industry, the price
of potash fertilizer in the international market has been in a rising trend. Meanwhile, impacted by rising inflation,
domestic prices of agricultural products rose rapidly in 2010, above 10% over the same period of the previous
year. Price rise of agricultural products will greatly stimulate the enthusiasm of farmers. Additionally, for the purpose
of assuring national food security, several agricultural new policies have been implemented in China, including
adjustment of agricultural structure, promotion of agricultural technology, expansion of agricultural acreage,
maintaining soil fertility through balanced fertilization and liberalized land use right transfer. All these measures will
further promote large-scale and intensive agricultural planting and thereby expand the demand for fertilizer industry
and make the industry flourishing.

In terms of potash fertilizer business, CATIC Resources will continue to intensify technology R&D, complete the salt
field expansion project, expand production capacity as far as possible within a workable range, endeavor to make
major breakthroughs in water diversion and solution mining in 2011 so as to increase potash fertilizer yield and
quality and enhance its profitability. Meanwhile, the Company will choose good opportunities to expand and merge
other high-quality potash fertilizer resources in Qinghai and expand the market share in the field of potash fertilizer.
In terms of phosphate fertilizer, Kunming CATIC Phosphorus Chemical Industry Co., Ltd. will start normal operations
and Yunnan Hongfu Phosphoric Orefield will strive to complete the first phase project construction and the trial run.

The Company will continue to promote operational lean management, focus on strengthening cost control,
strengthen management and control of each business sections, focus on relevant agricultural resources, strengthen
business development and integration, actively increase reserves of high quality resources and try to bring stable
good returns to the shareholders.

SOCIAL RESPONSIBILITY

CATIC Shenzhen has profoundly realized from its 30-year development experience that in order to achieve
sustainable development and growth, it has to rely on social stability and regard social responsibility as a corporate
imperative, actively assume social responsibility, and build a favorable public image, and that the assumption of
social responsibility will be paid back in the long term. Based on such realization, it has fostered the operation
philosophy of “surpassing mediocrity and being first-class”, and set the goal of “becoming an enterprise well-known
around the world, respected by the whole society and beloved by its employees”.

In 2010, China’s macro economy began to recover after experiencing a recession and reaching the bottom,
making China one of the earliest countries in the world to walk out of the recession. Under the national policy
guideline of “adjusting structure, expanding domestic demand, and promoting consumption”, and in accordance
with the government’s regional development strategy planning and industrial adjustment policy, CATIC Shenzhen
aggressively pushed technological innovation and management innovation, actively participated in the development
of western resources, complied with the government’s call for saving energy and reducing carbon emission, adhered
to people-first management, and grew together with employees, building a solid foundation for its long-term
development.
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SOCIAL RESPONSIBILITY (continued)

Management Innovation and Brand Building

Under the board of directors’ strategic theme of “excellence, synergy and high efficiency”, and in light of the
actual conditions of the company, we aggressively promote innovation in management philosophy and approach,
improve the quality of management, strengthen competitiveness and pursue high efficiency, in order to realize better
corporate governance and higher executive efficiency and build an evergreen brand.

- On January 30, 2010, CATIC Shenzhen was granted the title of “Enterprise with Highest Growth Potential in
2009”, and Mr. Wu Guangquan, our chairman, received the honorary title of “Most Notable Entrepreneur in
2009”.

- Shennan Circuit Co., Ltd. was awarded the 1st prize in “The 16th State-level Enterprise Management
Innovation Achievement”.

- Fiyta was granted the 2010 China “Star Organization in Strategic Implementation” Award.

- Harmony, the sole famous watch retail enterprise in Asia, was listed for the first time in the “2010 Top 500 Asia
Brands” at the 5th Asia Brand Ceremony, and its general manager & director was granted the honor of “Top
10 Figures in Asia Brand Innovation”.

- CATIC Shenzhen, and Tianma, Fiyta and Shenzhen Circuit (which are affiliated to CATIC Shenzhen) were
once again in the 2010 List of Shenzhen Top 100 Enterprises, ranked 11th, 51st, 70th, and 71st respectively,
higher than previous years.

People-First Management, Mutual Growth

We always advocate people-first management, which focuses on respect, care, understanding, motivation and
individual growth for employees. We foster a people-first core value and philosophy, respect and care about
employees, create a harmonious atmosphere, enhance their sense of dedication and attachment, unleash their
potential, encourage their passion, and promote the mutual growth of employees and the company as a whole.

- On October 24, 2010, Fiyta received the honor of “Best Employer in China” for five consecutive years, along
with the title of “Top 20 Employers with Most Profitable Brands in China 2010”.

Win-Win Strategic Cooperation

Our various interested parties include shareholders, customers, suppliers and communities. As for our interested
parties, we make the best efforts to ensure the fulfillment of their rights to be informed, to participate and to receive
dividends. To repay shareholders and the society is a key responsibility for the company. We are committed to
providing quality products and services to customers, and promoting interest sharing and common growth with
customers and suppliers; we weave the idea of corporate social responsibility into every supply chain of CATIC
Shenzhen, and strive to make the best performance.

- On January 6, 2010, Shenzhen Branch of Shenzhen Development Bank granted CATIC Shenzhen the title of
“2009 Strategic Cooperation Customer”.

- On August 19, 2010, CATIC Shenzhen and Shenzhen Branch of China Construction Bank signed a strategic

cooperation agreement, according to which China Construction Bank will provide a credit line of 5 billion
yuan to CATIC Shenzhen over the following 3 years to support its business development.
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SOCIAL RESPONSIBILITY (continued)

Win-Win Strategic Cooperation (continued)

— Kowloon Watch Co., a marketing channel of Fiyta in Hong Kong, made brand promotion advertisement
for Fiyta’s Tourbillon Watch in Oriental Daily News, a popular Hong Kong newspaper, which reflects its
confidence in the brand of Fiyta.

Sustainable Development through Energy Saving and Emission Reduction

We realize that to be responsible for the natural environment, an enterprise should view the negative impact of
its production on the natural environment from the perspective of organic symbiotic relationship, actively take
appropriate measures to reduce the consumption of natural resources and excessive emission to the environment,
make the best efforts to transform the impact of its production on the natural environment from negative to harmless,
better integrate itself into the natural environment, forge a harmonious and interdependent relation between itself
and the natural environment, promote benign interaction between itself and the nature, and meanwhile expand
positive impact to the maximal extent.

- In March 3, Shenzhen Business Division of Tianma was granted the title of “Top 10 Economical, Energy-
Saving and Emission-Reducing Enterprises in Longgang District, Shenzhen”.

- In March 22, Shennan Circuit received the title of “Shenzhen Water-Saving Enterprise (Organization)”.

A Leading Enterprise with Independent Innovation and Technology

CATIC Shenzhen adheres to the path of technological innovation, and strives to put its business onto a steady,
sustainable development orbit by combining technological innovation and delicacy management with industrial
policies and market needs. In 2010, the company continued to carry out the strategy of “creating a leading enterprise
with independent innovation and technology”, made new breakthroughs in core technology, key technology and
fundamental technology, and strived to facilitate product upgrade and improve corporate management.

- Tianma was designated a national high-tech enterprise in 2009; since then, the corporate income tax rate for
Tianma was reduced to 15%.

- The AM-OLED pilot line R&D project, the first of its kind in China, was commenced in Shanghai Tianma; the
launch of the state-of-the-art pilot line filled a vacuum in domestic technology and industry.

- Fiyta’s spacewalk watch (Spacemaster, limited edition) for “Shenzhou VII Spaceship” was granted the
Germany Red Dot Design Award, which, commenced since 1955, was dubbed the “Oscar Award of the
Global Industrial Design Community” and one of the top 3 global industrial design awards.

- Fiyta’'s patented technology “metallic ceramic material and its molding process” was granted the 10th China
Patent Excellent Award, which was the first state-level technology award for Fiyta since its establishment,

and the first award of its kind for a domestic watch brand.

- Fiyta’s “Spacewalk watch checking and testing technology” was granted the “2009 Quality & Technology
Award” by Shenzhen Association for Quality.

- Fiyta was designated “enterprise with advantageous IPR in Shenzhen” in 2009.
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SOCIAL RESPONSIBILITY (continued)

A Leading Enterprise with Independent Innovation and Technology (continued)

— Tianma increasingly strengthened its R&D efforts in new technologies including stereo display and capacitive
touch technology, reinforced IPR protection, and as of October 2010,

- On November 16, 2010, Shennan Circuit was qualified as one of the “State-level enterprise technology
centers” (the 17th group).

Social Services and Charitable Efforts

We are more forward-looking with long-term view in terms of social services. We tend to make social-service
and charitable efforts from the perspective of sustainability, and plant the seeds for a better future of the society.
Therefore, in addition to donations to poor areas and disaster-affected areas, we are also committed to the
educational cause of poor areas, and strive to improve the educational quality and facilities of poor areas by taking
effective actions. As for mutual development with local society, we advocate to cooperate with local public utilities
organizations and make use of corporate influence to integrate the company into local communities, build favorable
relationship with local governments, residents and public organizations, and facilitate local development.

- On January 7, 2010, CATIC Shenzhen was appointed by Shenzhen Care Office as a social-service partner.

- In April 17, CATIC Shenzhen participated in a the grand charity performance “Love in Shenzhen”, a donation
event dedicated to the earthquake-affected Yushu County in Qinghai Province and initiated by Shenzhen
Charity Federation, Shenzhen Media Group, Shenzhen Care Office, and Hongfa Temple, and joined forces
with Tianma, Fiyta, and CATIC Resources to make a donation of 3 million yuan to the earthquake-affected
areas. Such donation to the earthquake-affected areas in Qinghai was another charity effort by CATIC
Shenzhen following a previous donation to the drought-affected areas in Southwestern China not long ago.

- In March and September 2010, CATIC Shenzhen sponsored the 8th and the 9th Shenzhen Teaching Aid
Program, supporting the nationwide enlistment of volunteers to provide teaching services to rural schools in

poor areas.

- On June 24, 2010, Shennan Circuit was granted the title of “2009 Shenzhen Outstanding Enterprises with
Safe Production Practice”.

- On July 20, 2010, CATIC Shenzhen launched the first “Rural Teacher Training Program”.

- On November 1, 2010, CATIC Shenzhen formally set up its own team of love — the Volunteer Union of CATIC
Shenzhen, with over 600 members.
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EXECUTIVE DIRECTORS

Mr. Wu Guang Quan, 49 years old, senior accountant, MBA of Tongji University, is now holding board chairman
of the Company and AVIC International Shenzhen Company Limited (“AVIC Shenzhen”). He also acts as the
board chairmen of Tianma, Fiyta and Rainbow Department Store Co., Ltd. (“Rainbow Stores”) affiliated with AVIC
Shenzhen. Mr. Wu joined in AVIC Shenzhen in 1982 and the Group in 2003. He has rich experience in finance,
administration and operation management, and has been appointed the executive director of the Company since
2003.

Mr. You Lei, 42 years old, senior engineer, MBA of Tongji University, is now holding the positions of authorized
delegate of the Company, general manager of AVIC Shenzhen, board chairman & general manager of Shennan
Circuits and director of Tianma. Mr. You joined in AVIC Shenzhen in 1991 and the Group in 1997. He has rich
experience in enterprise operation and administration, and has been appointed the executive director of the
Company since 2003.

Mr. Lai Wei Xuan, 47 years old, senior accountant, master’s degree, is now holding the positions of director and
general manager of Rainbow Stores, vice board chairman of Tianma and Fiyta, and director of Shennan Circuits
and AVIC Real Estate. Mr. Lai joined in AVIC Shenzhen in 1983 and the Group in 2004. He has rich experience in
finance and operation management, and has been appointed the executive director of the Company since 2004.

Mr. Sui Yong, 53 years old, senior accountant, graduated from the engineering management courses of Beihang
University, is now holding the positions of authorized delegate of the Company, deputy general manager of AVIC
Shenzhen and director of Guangdong International Building. Mr. Sui joined in AVIC Shenzhen in 1992 and the
Group in 1997. He has been engaged in the work related to corporate finance and has rich experience in finance
management. He has been appointed the executive director of the Company since 2000 and the general manager
of Shenzhen AVIC Resources since 2007.

Mr. Liu Rui Lin, 43 years old, senior engineer, Master of Engineering of HUST, is now holding the general manager
and director of Tianma. Mr. Liu joined in AVIC Shenzhen in 1992 and the Group in 1997. He has rich experience
in technology and operation management, and has been appointed the executive director of the Company since
2008.

Mr. Xu Dong Sheng, 45 years old, senior engineer, MBA of Tongji University, is now holding director and general
manager of Fiyta. Mr. Xu joined in AVIC Shenzhen in 1992 and the Group in 1997. He has rich experience in
operation management and administration, and has been appointed the executive director of the Company since
2008.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Wai Ling, 50 years old, holds the Bachelor of Arts of The University of Hong Kong and has attended
the courses of accounting and finance in LSE. Ms. Huang is the senior member of Hong Kong Institute of Certified
Public Accountants and The Association of Chartered Certified Accounts, with 20-year’s experience in accounting,
tax and auditing. She has been working in international and local large accounting firms for more than 7 years, until
she founded an accounting firm in Hong Kong in 1994, and has been a CPA till now. She is also the independent
non-executive director of two companies listed in Hong Kong — China Ruifeng Galaxy Renewable Energy Holding
Limited (formerly known as Galaxy Semi-Conductor Holdings Limited) and Overseas Chinese Town (Asia) Holdings
Limited. She has been appointed the independent non-executive director of the Company since March 19, 2008.

Mr. Wu Wei, 37 years old, is now the director of Private Equity Fund Division of CITIC Securities (HK) Limited.
He holds the Bachelor of Arts of Columbia University, majoring in economy and industrial engineering. He has
over 11-year’s experience of enterprise investment and investment bank, and has worked in Deutsche Bank Asia,
Henderson Global Investors Asian Fund and Lehman Brothers Asia Limited. He was appointed the independent
non-executive director of this Company at the annual general meeting for year of 2008 held on June 15, 2009.

Mr. Liu Xian Fa, 57 years old, senior engineer, part-time professor of Nankai University, is now the director
of Macroeconomic Analysis Center of China Development Institute (Shenzhen, China) and the specially invited
research of CHINA SOCIETY OF ECONOMIC REFORM. His main fields of research include macroeconomics,
finance and capital market. Mr. Liu graduated from Department of Economics, Nankai University in 1982, and has
been appointed the independent non-executive director of the Company since 2004.

NON-EXECUTIVE DIRECTORS

Mr. Cheng Bao Zhong, 48 years old, senior economist, doctor of Tongji University, is now the director of MaiWei
and Shenzhen AVIC Resources. Mr. Cheng joined in AVIC Shenzhen in 1993 and this Group in 2004. He has rich
experience in operation management and administration, and has been appointed the executive director of the
Company since 2006. He left his office when his tenure expired at the annual general meeting for year of 2008 held
on June 15, 2009, and was appointed the non-executive director of the Company.

Mr. Qiu Shen Qian, 53 years old, researcher-level senior engineer, graduated from School of Management,
Tongji University, majoring in Industrial Management Engineering. He joined in AVIC in 1994 and now is the deputy
GM of AVIC Shenzhen and board chairman of AVIC Real Estate. Mr. Qiu has rich experience in property, estate
management and enterprise management, and was appointed the non-executive director of the Company at the
annual general meeting for year of 2008 held on June 15, 2009.

Mr. Wang Bin Bin, 60 years old, graduated from Beihang University, is now the deputy director of Asset &
Enterprise Management Division of Aviation Industry Corporation of China. Mr. Wang has rich experience in
securities management, and has been appointed the non-executive director of the Company since 1997.

Mr. Li Cheng Ning, 46 years old, graduated from UESTC, is now the manager of Operation and Management
Department of AVIC International Holding Corporation. Mr. Li has rich experience in enterprise management,
investment management and analysis, and has been appointed the non-executive director of the Company since
2005.
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SUPERVISORS

Mr. Wang Xin Kuo, 61 years old, senior economist, a graduate of Northwestern Polytechnical University, holds
the bachelor of engineering and master of economic management. He has held important positions in Xi’an Aircraft
Industry Company, AVIC Guangzhou, AVIC Shenzhen, AVIC and AVIC International Holding Corporation. Mr. Wang
is now the special commissioner of AVIC, and holds the positions of chairman of supervisor’'s committee of AVIC
International Holding Corporation, AVIC Capital Co., Ltd., AVIC Technology Foundation Establishment and AVIC
Construction Engineering Company. He has over 35 years of extensive experiences in technology, operations and
management. He was appointed the supervisor of the Company at the annual general meeting for year of 2008
held on June 15, 2009.

Mr. Day Bo Song, male, 51 years old, senior economist, a graduate of Jiangxi University of Finance and
Economics, is now the party secretary and deputy GM of Tianma and the director of Shanghai Tianma Micro-
electronics Co., Ltd. He had been the deputy GM of Shenzhen Kaishi Industry Co., Ltd.; since May 2003, he has
successively held the positions of deputy party secretary, manager of Manager Department, secretary of board of
directors, director, party secretary and deputy GM. He was appointed the supervisor of the Company at the annual
general meeting for year of 2008 held on June 15, 2009.

Ms. Wang Xin, 58 years old, holds master’s degree and is now the senior partner of Beijing Horizon Law Firm,
Shenzhen Office and the arbitrator of Shenzhen Arbitration Committee. She had acted as the senior judge in
Changsha Intermediate People’s Court and Economic Tribunal of Shenzhen Intermediate People’s Court. Ms. Wang
has accumulated rich experience in economic and civil judgment; some difficult economic and civil cases under the
charge of Ms. Wang have been taken as the judicial guidance in Shenzhen. She was appointed the supervisor of
the Company at the annual general meeting for year of 2008 held on June 15, 2009.

COMPANY SECRETARY

Mr. Zeng Jun, 43 years old, MBA of Beijing University, joined in AVIC Shenzhen in 1993. He had been the director
and GM of a company affiliated with AVIC Shenzhen, with rich experience in capital management and operation.
Mr. Zeng has acted as the joint secretary of the first session of board of directors of the Company. In 2004, Mr.
Zeng entered the Company again and held the position of secretary.

QUALIFIED ACCOUNTANT

Ms. Lin Mei, 37 years old, holds bachelor degree of Shenzhen University, and the titles of China CPA, ACCA and
CGA. She has nearly 12-year’s experience in accounting and auditing, and is familiar with the accounting rules and
systems of mainland China, Hong Kong, Canada and the USA. She had been engaged in accounting, auditing and
management in PricewaterhouseCoopers China and KPMG Canada. She was appointed the qualified accountant
of the Company since Nov. 14, 2008.
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Corporate Governance

The Company has always attached great importance to maintaining high-standard commercial ethics and corporate
governance level. The Company firmly believes that running business in a practical and responsible way and
implementing effective corporate governance can result in maximum return and realization of long-term benefits of
the Company and shareholders.

GENERAL STATUS OF CORPORATE GOVERNANCE

Throughout the financial year ended on 31st December 2010, the Company has complied with Company
Law and “Listing Rules” on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), faithfully
performed the obligations required by the Code on Corporate Governance Practices set out in Appendix
14 of the “Listing Rules”. 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, adhered to good principles of corporate governance, improved the transparency
and independence of company operation, enhanced its corporate governance standards on a continuous
basis, ensured a stable development of the Company and strived for the enhancement of shareholder value.

In addition, according to the on-site inspection and correction requirements raised by China’s Securities
Regulatory Commission Shenzhen Office for Tianma and Fiyta, the subsidiaries of this Company, in 2008,
the two subsidiaries raised a series of improvement measures, which have been carried out. Therefore,
this Company launched special investigation on company management at the mid-term of 2010, aiming at
deeply investigating and analyzing the company management status of this Company and subsidiaries, and
raising further correction measures, so as to improve the company management system of the Group, and
enhance the company management level.

In accordance with The Basic Standard for Enterprise Internal Control and detailed rules for implementation
jointly launched by Ministry of Finance (MOF), the National Audit Office, the China Securities Regulatory
Commission (CSRC), the China Banking Regulatory Commission (CBRC), and the China Insurance
Regulatory Commission (CIRC), this Company issued the Notice on Implementation of The Basic Standard
for Enterprise Internal Control, specifying the further improvement measures for the company’s internal
control in terms of internal environment, risk evaluation, control activities, information & communication and
internal supervision, so as to constantly enhance the company’s level of internal control and fully standardize
the corporate governance system.

COMPANY’S GOVERNANCE STRUCTURE

Shareholder’s

General Meeting

Supervisory
Committee

Board of

Directors Remuneration Committee

Audit Committee

Management
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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”.

- Substantial Shareholders
Being the substantial shareholder of the Company, AVIC Shenzhen holds 58.77% of the
Company’s shares as at 31 December 2010. AVIC Shenzhen is AVIC International Holding
Corporation’s wholly-owned subsidiary in Shenzhen. AVIC International Holding Corporation is
Aviation Industry Corporation of China (AVIC)’s subsidiary, in which AVIC holds 62.52% of its
shares.

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.

2. Directors and the Board

The Board is responsible for instituting the overall target, policies, internal control and risk
management system of the Group, and evaluating and monitoring the performance of the
management. In addition, the Board also supervises the detailed matters which may affect the
equities of all shareholders, such as financial status, human resources, investment and financing, the
transaction activities required to be publicized by the Listing Rules, and exercises its management
and decision-making powers granted under the articles of association or in general meetings in
terms of capital reconstructing. 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 comprises a total of 13 Directors, including 6 executive directors, 4 non-executive
directors and 3 independent non-executive directors. In the 2008 annual general meeting held
on 15th June 2009, the fifth session of the board was formed through end-of-term election in
accordance with articles of association of the Company and details for implementation. The term of
the directors is 3 years that will end at the 2011 annual general meeting of the Company to be held
in 2012.
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Each Director of the Board has diversified skills and rich experience, which will contribute to the
discussion and decision-making of the board through independent judgment. All six executive
Directors are responsible for implementing the business strategy and managing the Group’s business
in accordance with all applicable rules and laws (including but not limited to the Listing Rules). All
major and important issues of the Group will consult the opinions from all the Directors (including
non-executive Directors and independent non-executive Directors). Throughout the financial year
ended on 31st December 2010, the board has held 13 board meetings according to the requirements
of the operation and business development of the Company.

The composition of the Board and details of attendance of Board meetings and meetings of other
committees held throughout the financial year ended on 31st December 2010 are as follows:

Attendance/number of meetings
Audit Remuneration
Director Board Committee Committee

Executive director

Wu Guang Quan (Chairman) 12 2 1
You Lei 11 2 -
Lai Wei Xuan 10 - -
Sui Yong 11 2 1
Liu Rui Lin 10 = =
Xu Dong Sheng 10 = =

Non-executive director

Cheng Bao Zhong 11 - -
Qiu Shen Qian ) = =
Wang Bin Bin 10 = =
Li Cheng Ning 9 = =

Independent non-executive director

Wong Wai Ling 13 2 1
Wu Wei 13 2 1
Liu Xian Fa 10 2 1

- Independent non-executive director

During the fiscal year ended 31st December 2010, the Company had 3 independent non-
executive Directors, namely Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Liu Xian Fa, of which
Ms. Wong Wai Ling is a qualified accountant with substantial experience in accounting and
financial matters. The number of the independent non-executive Directors accords with the
provision of the Listing Rules. The Company has received the 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 all the independent non-executive
Directors comply with the provision on independent parties stated in Rule 3.13 of the Listing
Rules.
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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 non-executive
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.

During the reporting period, the independent non-executive Directors expressed no
disagreement on all matters regarding the Company.

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.

The supervisory committee of the Company comprises a total of 3 supervisors. In the 2008 annual
general meeting held on 15th June 2009, the fifth session of the supervisory committee was formed
through end-of-term election in accordance with articles of association of the Company and details
for implementation. The term of the supervisor is 3 years that will end at the 2011 annual general
meeting of the Company to be held in 2012.

During the reporting period the supervisory committee met twice to discuss the annual results for
2009 and interim results for 2010.

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”.

External auditor

In the 2009 annual general meeting held on 15th June 2010, this Company passed the resolution
which approved the re-engagement of PricewaterhouseCoopers as the auditor of this Company, and
authorized the board of this Company to determine its remuneration; the amount of audit fee paid to
the external auditor for their audit services in 2009 amounted to RMB5.8 million.
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Audit committee

The Board has established the audit committee to fulfill the functions of reviewing the financial
reporting and monitoring the effectiveness and objectiveness of the internal control system, risk
management and auditing procedure of the Company.

Elected by the fifth session of the Board meeting held on 17 June 2009, the audit committee
comprises 3 independent non-executive Directors, namely Ms. Wong Wai Ling, Mr. Wu Wei and Mr.
Liu Xian Fa, of which Ms. Wong Wai Ling acts as the chairman. She is a qualified accountant with
substantial experience in accounting and financial matters.

During 2010, the audit committee met two times to discuss the annual results for 2009, the interim
results for 2010 and certain other businesses. The effectiveness of the Company’s internal control
was also discussed in these meetings.

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 to fulfill the functions of
suggesting the board in the aspects of the performance, engagement, remuneration and award
of each executive Director and the management, drawing up the overall remuneration policy and
reviewing the remuneration of the management.

Elected by the fifth session of the Board meeting held on 17 June 2009, the remuneration committee
comprises the directors Mr. Wu Guang Quan, Mr. Sui Yong, Ms. Wong Wai Ling, Mr. Wu Wei and
Mr. Liu Xian Fa, and three of them are independent non-executive Directors. The chairman of the
remuneration committee is held by Mr. Wu Guang Quan.

The duties and operational procedures of the remuneration committee are set out in section “(lll)
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.
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8. 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.

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 Deviation

A.1.1  Regular board meetings to be held at least 4 times a year, v
approximately once every quarter. A regular board meeting
does not include the practice of obtaining board approval
through circulation of written resolutions.

A.1.2 Arrangements should be in place to ensure that all directors v
are given an opportunity to include matters in the agenda for
regular board meetings.

A.1.3 Notice of at least 14 days shall be given of a regular board v
meeting to provide chances to all directors to find time for their
attendance.

A.1.4  All directors shall have access to the advice and services of the v

secretary of the board.

A.1.5 Minutes of meetings of the board and its subcommittees shall v
be kept by a duly appointed secretary of the board and open
for inspection by any Director at any reasonable time after
giving a reasonable notice.

A.1.6 Minutes of meetings of the board and its subcommittees v

shall record in sufficient detail the matters considered by the
Directors and decisions reached at meetings.
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Code Provisions

Complied Deviation

A7

A1.8

A1.9

A.1.10

A2

A2.2

A.2.3

A2.4

A.2.5

A.2.6

2010F E s

Directors could seek independent advice under an agreed
procedure in appropriate circumstances at the issuer’s
expense.

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

An issuer should arrange appropriate insurance cover in
respect of legal action against its directors.

Board committees should adopt, so far as practicable, the
principles, procedures and arrangements set out in A.1.1 to
A.1.8.

Roles of the chairman and the chief executive officer should be
separate and clearly established and set out in writing.

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

The chairman should ensure that at a board meeting, Directors
receive adequate and reliable information in a timely manner.

The chairman should ensure that the board works effectively
and discharges its responsibilities, and that all key and
appropriate issues are discussed by the board in a timely
manner. The chairman should be primarily responsible for
drawing up and approving the agenda for each board meeting
taking into account, where appropriate, any matters proposed
by the other directors for inclusion in the agenda. The chairman
may delegate such responsibility to a designated director or the
company secretary.

The chairman should take responsibility for ensuring that
good corporate governance practices and procedures are
established.

The chairman should encourage all directors to make a full
and active contribution to the board’s affairs and take the
lead to ensure that the board acts in the best interests of the
Company.

v
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Code Provisions

Complied Deviation

A2.7

A.2.8

A.2.9

A.3.1

A.3.2

A.3.3

A4

A4.2

A.4.3

A.4.8

The chairman should at least annually hold meetings with the
nonexecutive directors (including independent non-executive
directors) without the executive directors present.

The chairman should ensure that appropriate steps are taken
to provide effective communication with shareholders and that
views of shareholders are communicated to the board as a
whole.

The chairman should facilitate the effective contribution of
nonexecutive directors in particular and ensure constructive
relations between executive and non-executive directors.

The independent non-executive directors should be expressly
identified as such in all corporate communications that disclose
the names of directors of the issuer.

An issuer should appoint independent non-executive directors
representing at least one-third of the board.

An issuer should maintain on its website an updated list of its
directors identifying their role and function and whether they
are independent non-executive directors.

Non-executive directors should be appointed for a specific
term, subject to re-election.

All directors appointed to fill a casual vacancy should be
subject to election by shareholders at the first general meeting
after their appointment.

Serving more than nine years could be relevant to the
determination of a non-executive director’s independence.

Where the board proposes a resolution to elect an individual
as an independent non-executive director at the general
meeting, it should set out in the circular to shareholders and/or
explanatory statement accompanying the notice of the relevant
general meeting why they believe the individual should be
elected and the reasons why they consider the individual to be
independent.
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Code Provisions

Complied Deviation

A.5.1

A5.3

A5.4

A.5.5

A.5.6

AB.7

A.5.8

A.6.1

2010F E s

Every newly appointed director of an issuer should receive
a comprehensive, formal and tailored induction on the first
occasion of his appointment, and subsequently such briefing
and professional development as is necessary, to ensure that
he has a proper understanding of the operations and business
of the issuer.

Every director should ensure that he can give sufficient time
and attention to the affairs of the issuer and should not accept
the appointment if he cannot do so.

Directors must comply with their obligations under the Model
Code set out in Appendix 10.

All directors should participate in a programme of continuous
professional development to develop and refresh their
knowledge and skills to help ensure that their contribution to
the board remains informed and relevant. The issuer should be
responsible for arranging and funding a suitable development
programme.

Each director should disclose to the issuer at the time of his
appointment, and on a periodic basis, the number and nature
of offices held in public companies or organizations and other
significant commitments.

Non-executive directors, as equal board members, should be
present in the board meeting regularly.

Non-executive directors should make a positive contribution to
the development of the issuer’s strategy and policies through
independent, constructive and informed comments.

In respect of regular board meetings, and so far as practicable
in all other cases, an agenda and accompanying board papers
should be sent in full to all directors in a timely manner and
at least 3 days before the intended date of a board or board
committee meeting.

v
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Code Provisions

Complied Deviation

AB.2

A.6.3

B.1.2

B.1.3

B.1.4

B.1.5

B.1.6

B.1.7

C.11

Management has an obligation to supply the board and its
committees with adequate information in a timely manner to
enable it to make informed decisions. The information supplied
must be complete and reliable.

All directors are entitled to have access to board papers and
related materials.

Issuers should establish a remuneration committee with specific
written terms of reference which deal clearly with its authority
and duties. A majority of the members of the remuneration
committee should be independent non-executive directors.

The remuneration committee should consult the chairman and/
or chief executive officer about their proposals relating to the
remuneration of other executive directors

The terms of reference of the remuneration committee

The remuneration committee should make available its terms of
reference, explaining its role and the authority delegated to it by
the board.

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

A significant proportion of executive directors’ remuneration
should be structured so as to link rewards to corporate and
individual performance.

Issuers should disclose details of any remuneration payable to
members of senior management, on an individual and named
basis, in their annual reports and accounts.

Management should provide such explanation and information
to the board as will enable the board to make an informed
assessment of the financial and other information put before
the board for approval.
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Code Provisions

Complied Deviation

c1.2

C.1.3

C.1.4

C.1.5

C.2.1

c22

2010F E s

The directors should acknowledge in the Corporate
Governance Report their responsibility for preparing the
accounts, and there should be a statement by the auditors
about their reporting responsibilities in the auditors’ report on
the financial statements.

The board’s responsibility to present a balanced, clear and
understandable assessment extends to annual and interim
reports, other price-sensitive announcements and other
financial disclosures required under the Listing Rules, and
reports to regulators as well as to information required to be
disclosed pursuant to statutory requirements.

An issuer should announce and publish quarterly financial
results within 45 days after the end of the relevant quarter,
disclosing such information as would enable shareholders to
assess the performance, financial position and prospects of the
issuer. Any such quarterly financial reports should be prepared
using the accounting policies applied to the issuer’s half-year
and annual accounts.

Once an issuer decides to announce and publish its quarterly
financial results, it should continue to adopt quarterly reporting
for each of the first 3 and 9 months periods of subsequent
financial years. Where the issuer decides not to announce and
publish its financial results for a particular quarter, it should
publish an announcement to disclose the reason(s) for such
decision.

The directors should at least annually conduct a review of the
effectiveness of the system of internal control of the issuer and
its subsidiaries and report to shareholders that they have done
so in their Corporate Governance Report. The review should
cover all material controls, including financial, operational and
compliance controls and risk management functions.

The board reviews the ongoing monitoring of risks and of the
system of internal control.

v
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Code Provisions

Complied Deviation

Cc.2.3

Cc.24

C.3.1

C.3.3

C.3.4

C.3.5

D.1A4

D.1.2

D.1.3

D.2.2

Issuers should disclose as part of the Corporate Governance
Report a narrative statement how they have complied with the
code provisions on internal control during the reporting period.

Issuers should ensure that their disclosures provide meaningful
information and do not give a misleading impression.

Full minutes of audit committee meetings should be kept by a
duly appointed secretary of the meeting (who should normally
be the company secretary).

The terms of reference of the audit committee (Refer to Section
6 — Audit Committee of Il. “Company’s governance structure”

The audit committee should make available its terms of
reference, explaining its role and the authority delegated to it by
the board.

Where the board disagrees with the audit committee’s view
on the selection, appointment, resignation or dismissal of the
external auditors, the issuer should include in the Corporate
Governance Report a statement from the audit committee
explaining its recommendation and also the reason(s) why the
board has taken a different view.

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

An issuer should formalize the functions reserved to the board
and those delegated to management. It should review those
arrangements on a periodic basis to ensure that they remain
appropriate to the needs of the issuer.

An issuer should disclose the division of responsibility between
the board and management.

The terms of reference of board committees should require
such committees to report back to the board on their decisions
or recommendations.
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Code Provisions

Complied Deviation

E.1.1

E.1.2

E.21

E.2.2

E.2.3

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

The chairman of the board should attend the annual general
meeting and arrange for the chairmen or members of the
committees to be available to answer questions at the meeting.

The chairman of a meeting should ensure disclosure in the
issuer’s circulars to shareholders of the procedures for and the
rights of shareholders to demand a poll.

The issuer should count all proxy votes and, except where a
poll is required, the chairman of a meeting should indicate to
the meeting the level of proxies lodged on each resolution, and
the balance for and against the resolution, after it has been
dealt with on a show of hands. The issuer should ensure that
votes cast are properly counted and recorded.

The chairman of a meeting should explain the procedures for
voting by poll and for raising questions by shareholders before
the commencement of the meeting.

IV. INVESTOR RELATIONS MANAGEMENT
- Goals

Investor relations management is a kind of active behavior of the listed company for purpose

of seeking maximized value. The management of the Company always pays attention to active

investment relations. The Company has formulated corresponding internal working system, specifying

the methods, contents, scope and working procedure of implementing the investor relations

management.

v

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. 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.
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Communication channels

During the reporting period, the Company strictly and fully disclose relevant information to investors in
accordance with relevant regulations, and timely disclose important information and relevant progress
which may influence the benefits of the investors through regular or temporary bulletin, striving
for improvement of the quality of information disclosure; the website of the Company will regularly
publicize the data concerned with investors, such as business status and other information, so that
the investors can timely and clearly know the latest development of the Company, and improve the
transparency of the Company.

The core of the investor relations management is effective communication. A win-win situation is
guaranteed through the interactive communication between the Company and investors. During this
year, the Company kept close relationship with media and investors both in China and other countries
through diversified forms, such as accepting the visits of investors and analyzers, and telephone
conference. In addition, investor can obtain latest information about the Company by visiting its
website, where the Company discloses its interim and annual reports, bulletins, circular letters and
updated development status.

Prospect

Through active activities related to investor relations, the Company aims at improving transparency,
strengthening communication, making investors better understand the business of the Company and
feel confident toward its future development, having the Company recognized and supported by the
market, and making the development potential and actual value of the Company fully reflected in the
market.
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the Directors

The board of directors (the “Board”) of the Company presents their report together with the audited financial
statements of CATIC Shenzhen Holdings Limited (the “Company”) and its subsidiaries (together the “Group”) for the
year ended 31 December 2010.

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, commercial property development,
design, manufacture and sales of certain industry and consumer electronic products which mainly include
potassium fertilizers, commercial properties, LCDs, PCBs as well as machinery and quartz timepieces.

Details of the contribution from each of the businesses to the profit attributable to shareholders of the Group for the
year ended 31 December 2010 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 to the financial statements.

RESULTS

Details of the Group’s results for the year ended 31 December 2010 are set out in the consolidated income
statement of the financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2010, the distributable reserves of the Group were approximately RMB361,680,000 as reported
in the statutory accounts prepared in accordance with generally accepted accounting principles in the PRC.
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ALLOCATION OF PROFITS

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), and no longer need to set aside a common welfare fund of 5% to 10%. This reserve cannot be used for
purposes other than those for which they are created and are not distributable as cash dividends. For the year
ended 31 December 2010, the statutory general reserve fund of the Company is as follows:

2010 2009
% RMB’000 % RMB’000
statutory general reserve fund 0% 70,001 0% 70,001

RESERVES
Details of movements in the reserves of the Group and the Company during the year are set out in the statements
of changes in equity and note 24 to the financial statements.

DIVIDENDS

The Board did not recommend the payment of any final dividend for the year ended 31 December 2010.

FIVE YEARS FINANCIAL SUMMARY
A summary of the Group’s operating results, assets and liabilities for the past five years ended 31 December 2010 is
set out in the Consolidated Results Summary 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 were RMB1,245,049,000, accounting for approximately
25.2% of the Group’s total purchases for the year ended 31 December 2010. The largest supplier accounted for
approximately 9.57% of the Group’s total purchases for the year ended 31 December 2010.

The Group’s sales to the five largest customers accounted for approximately 18.87% (2009: approximately 22%)
of the Group’s turnover for the year ended 31 December 2010. The largest customer accounted for approximately
5.69% (2009: approximately 7.05%) of the Group’s turnover for the year ended 31 December 2010.

As at 31 December 2010, none of the directors, connected person or shareholders who, to the knowledge of the

directors, have 5% or more equity of the Company, have any interests in the five largest customers and suppliers
of the Group.
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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, note 11 and note 21 to
the financial statements.

BANK LOANS
Information on the bank loans of the Group for the year is set out in note 25 to the financial statements.

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSITS
During the year ended 31 December 2010, 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 35 to the financial statements.

TAXATION POLICY

Pursuant to the relevant income tax laws of the PRC, the companies and associated companies of the Group
established in the Shenzhen Special Economic Zone are subject to income tax at a rate of 22%. Those established
in other areas are subject to income tax at a rate of 25%.
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SUBSTANTIAL SHAREHOLDER
As at 31 December 2010, 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:

Approximate
percentage of

Number and class the same class of

Approximate
percentage of
total registered

Name of shareholder Capacity of securities securities share capital
Substantial Shareholders
China Aviation Industry  Interest of controlled 395,709,091 62.52% 58.77%
Corporation (A B fji 2= corporation domestic legal
T %8 27])(Note 1) and founder of person shares
discretionary trusts
CATIC International Interest of controlled 395,709,091 100% 58.77%
Holdings Limited corporation domestic legal
(FR B0 i 2= 4 1T B R 4t & and founder of person shares
AR A" (Note 1) discretionary trusts
CATIC Shenzhen Company Beneficial owner 395,709,091 100% 58.77%
Limited ( A B it 22 £ il domestic legal
FHB R A=) (Note 1) person shares
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SUBSTANTIAL SHAREHOLDER (continued)

Approximate
percentage of

Number and class the same class of

Approximate
percentage of
total registered

Name of shareholder Capacity of securities securities share capital
Other Shareholders
Li Ka-Shing Interest of controlled 15,156,000 5.46% 2.25%
corporation H shares (Note 4)
and founder of
discretionary trusts
and founder of
discretionary trusts
Cheung Kong (Holdings) Interest of controlled 15,156,000 5.46% 2.25%
Limited corporation H shares (Note 4)
and founder of
discretionary trusts
Li Ka-Shing Unity Trustee  Trustee and 15,156,000 5.46% 2.25%
Corporation Limited beneficiary of a H shares (Note 4)
trust
Li Ka-Shing Unity Trustcorp Trustee and 15,156,000 5.46% 2.25%
Limited beneficiary of a H shares (Note 4)
trust
Li Ka-Shing Unity Trustee  Trustee and 15,156,000 shares 5.46% 2.25%
Company Limited beneficiary of a H shares (Note 4)
trust
HEREEINEBHEBR AR Beneficial owner 11,200,000 4% 1.66%
H shares
Jiang Jian Jun (Note 6) Interest of controlled 11,200,000 4% 1.66%
corporation H shares
Jiang Jian Jun Beneficial owner 4,284,000 1.54% 0.64%
H shares
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SUBSTANTIAL SHAREHOLDER (continued)

Note:

M

China Aviation Industry Corporation (4 EfjnZe T ¥ £ E /A 7)) (“China Aviation Industry”) owns 62.52% interest in CATIC
International Holdings Limited (A0 Elfiz= £ i BIFR =M A BR A7) (“CATIC International”) which in turn owns 100% interest
in CATIC Shenzhen Company Limited (#F BfiiZe £F400%IIG R A 7)) (“CATIC Shenzhen”). Hence China Aviation Industry is
deemed to be interested in the shares held by CATIC Shenzhen.

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

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

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, TUT 1, 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 £ R &£ EF AR AR A A).

SHARE CAPITAL

Details of the share capital of the Company are set out in note 23 to the financial statements.

ISSUE, PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries had issued, purchased, sold or redeemed any of the Company’s
shares.
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PRE-EMPTIVE RIGHTS

There are 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.

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. You Lei

Mr. Lai Wei Xuan

Mr. Sui Yong

Mr. Liu Rui Lin

Mr. Xu Dong Sheng

Independent Non-executive Directors
Ms. Wong Wai Ling, Chairman

Mr. Wu Wei

Mr. Liu Xian Fa

Non-executive Directors
Mr. Cheng Bao Zhong

Mr. Qiu Shen Qian

Mr. Wang Bin Bin

Mr. Li Cheng Ning

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 2011 annual general meeting to be held in
2012;
(i) The total annual basic salaries and allowances payable to the executive Directors is RMB8,438,000 (details

set out in note 32 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.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS (continued)
The total emolument payable to the aforesaid independent non-executive Directors is approximately RMB314,000
per year (details set out in note 32 to the financial statements).

The service contracts of each independent non-executive Directors will expire at the conclusion of the 2011 annual
general meeting to be held in 2012. Emolument of RMB1,339,000 was paid to the non-executive Directors every
year (details set out in note 32 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 31 December 2010, to the best knowledge of the Directors and the chief executive of the Company, none
of the Directors, 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, 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 31 December 2010, 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 32 to the financial statements.
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CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
During the reporting period, there were no changes to the Directors, supervisors and chief executive of the
Company.

EMPLOYEES AND REMUNERATION

As at 31 December 2010, the Group had approximately 17,267 employees (2009: 12,435) with employee related
costs of approximately RMB792,112,000 (2009: RMB628,756,000). 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 34
to the financial statements.

SIGNIFICANT RELATED PARTY TRANSACTIONS

1. Lease and Letting
Details of the leases entered into between the Group and CATIC Shenzhen’s related parties as at
31December 2010 are set out in note 42 to the financial statements.

2. Loans from CATIC Shenzhen to the Group’s subsidiaries
Details of the loans from CATIC Shenzhen to the Group’s subsidiaries as at 31 December 2010 are set out
in note 42 to the financial statements.

3. Guarantees provided by CATIC Shenzhen for the Group’s subsidiaries
Details of the guarantees provided by CATIC Shenzhen for the Group’s subsidiaries as at 31 December
2010 are set out in note 25 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”.

INDEPENDENT DIRECTORS’ CONFIRMATION ON CONNECTED TRANSACTION
Independent Non-executive Directors of the Company has reviewed the connected transactions set out below, and
confirmed that these transactions have been entered into, in accordance with the governing agreements, by the
Group in the ordinary and usual course of business and on normal commercial terms which are fair and reasonable
and in the interest of the shareholders.
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CONNECTED TRANSACTIONS
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Continuing connected transactions - framework agreements disclosed and approved at the
general meetings

The Board of the Company entered into five separate agreements on 23 October 2008, which included:
(1) Concessionaire Framework Agreement entered into between Fiyta and Shenzhen Rainbow; (2) Hotel
Management Agreement entered into between Fiyta and Shenzhen CATIC Hotel Management Company
Limited (“CATIC Hotel Management”); (3) Property Management Agreement | entered into between Fiyta and
Shenzhen CATIC Property Management Company Limited (“CATIC Property Management”); (4) Property
Management Agreement Il entered into between Guangdong International Building and CATIC Property
Management; and (5) Property Management Agreement Il entered into between Tian Ma and CATIC
Property Management.

Fiyta, Tianma and GIB Company are subsidiaries of the Company. Shenzhen Rainbow is a subsidiary of
CATIC Shenzhen. CATIC Property and Shenzhen CATIC Hotel Management Company are both subsidiaries
of CATIC Real Estate and CATIC Real Estate is a subsidiary of CATIC Shenzhen. Therefore, Shenzhen
Rainbow, CATIC Property and Shenzhen CATIC Hotel Management Company are connected persons of the
Company.

In accordance with the requirements of Chapter 14A of the Listing Rules, the above agreements all
constituted a continuing connected transaction of the Company respectively and the Company has complied
with the relevant reporting and announcement requirements under the Listing Rules. Of which, the Hotel
Management Agreement, Property Management Agreement |, Property Management Agreement Il and
Property Management Agreement Il constituted continuing connected transactions and were approved by
independent shareholders at the extraordinary general meeting held on 9th January 2009.
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CONNECTED TRANSACTIONS (continued)

2. Continuing connected transactions - lease

Serial Number Announcement
of Agreement  Lessor Lessee Term Date Notes
Lease | Fiyta CATIC Property 1 October 2007 to 5 November 2008
30 September 2012
Lease I Fiyta CATIC RE 1 November 2008 to 5 November 2008 Terminated on
Development 31 December 2011 15 May 2009
Lease Ill Fiyta CATIC RE 16 August 2008 to 5 November 2008 Terminated on
Development 31 December 2011 15 May 2009
Lease IV Fiyta CATIC RE 1 April 2008 to 5 November 2008 Terminated on
Development 31 December 2011 30 September 2009
Lease V Fiyta CATIC Real Estate 16 May 2009 to 15 May 2009 Superseded
15 May 2012 Lease Il and Il
Lease VI Fiyta CATIC Real Estate 16 May 2009 to 15 May 2009 Newly signed agreement
15 September 2009
Lease VI Fiyta Shenzhen 1 August 2009 to 31 July 2009 Superseded entrusted
CATIC Hotel 31 July 2012 management contract
Management on connected transaction
Company announced on
5 November 2008
Lease VIl Fiyta FlmfmEM AR 1 October 2009 to 1 October 2009
31 December 2011
Lease IX Fiyta wYERIEAR 1 October 2009 to 1 October 2009 .
31 December 2011 entered into.on
i \ 30 September 2009,
Lease X Fiyta FlRfnEZR AT 1 October 2009 to 1 October 2009 superseded Lease IV
31 December 2011
Lease XI Fiyta CATIC RE 1 October 2009 to 1 October 2009
Development 31 December 2011

Fiyta is a subsidiary of the Company. CATIC Property, CATIC Hotel Management, &I fr Mt E and
CATIC RE Development are subsidiaries of CATIC Real Estate. ;&I i E# and FYF#iKZ= are wholly
owned subsidiaries of Shenzhen CATIC City Development Limited. CATIC City and CATIC Real Estate are
also subsidiaries of CATIC Shenzhen. CATIC Shenzhen is the promoter and controlling shareholder of the
Company. In accordance with Chapter 14A of the Listing Rules, the above leases all constituted continuing
connected transactions of the Company. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.
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CONNECTED TRANSACTIONS (continued)

3.

120

Continuing Connected Transaction - the Entrusted Management Agreement between Shanghai
Tianma and Shanghai CATIC Opto-electronics

On 5 February 2010, Shanghai Tianma and Shanghai CATIC Opto-electronics Limited (“Shanghai CATIC
Opto-electronics”) entered into the entrusted management agreement, pursuant to which Shanghai Tianma
agreed to provide management services to Shanghai CATIC Opto-electronics with respect to its fifth
generation production line of TFT-LCD for a term commencing from 1 February 2010 to 31 December 2011.
Under the entrusted management agreement, the management fees will be calculated at 0.5% of the sales
revenue of Shanghai CATIC Opto-electronics during the period. It is expected that the basic management
fees will not exceed RMB15,000,000 and RMB25,000,000 respectively for the year 2010 and 2011,
respectively.

Shanghai Tianma is a non-wholly owned subsidiary of the Company. Shanghai CATIC Opto-electronics
is a non-wholly owned subsidiary of CATIC Shenzhen and CATIC Shenzhen is the promoter and the
controlling shareholder of the Company. Under Chapter 14A of the Listing Rules, the transaction constituted
a connected transaction. The Company has complied with the relevant reporting and announcement
requirements of the Listing Rules. For further details, please refer to the announcement of the Company
dated 5 February 2010.

Continuing Connected Transaction - the Property Management Service Agreement between
Shanghai Tianma and CATIC Property

On 31 December 2010, Shanghai Tianma, a non-wholly owned subsidiary of the Company, entered into a
property management agreement with CATIC Property, pursuant to which CATIC Property agreed to provide
property management services to Shanghai Tianma with respect to Shanghai Tianma Industrial Park for a
period from 1 January 2010 to 31 December 2010. The total management fees under the Shanghai Tianma
Industrial Park property management service agreement shall not exceed RMB5,369,904.

Shanghai Tianma is a subsidiary of the Company. CATIC Property is a subsidiary of CATIC Real Estate.
CATIC Real Estate is also a subsidiary of CATIC Shenzhen. CATIC Shenzhen is the promoter and controlling
shareholder of the Company. In accordance with Chapter 14A of the Listing Rules, CATIC Property is a
connected person of the Company. Therefore, the above property management service agreement between
Shanghai Tianma and CATIC Property constituted a continuing connected transaction of the Company. The
Company has complied with the relevant reporting and announcement requirements of the Listing Rules.

Continuing Connected Transaction — Concessionaire Framework Agreement between Fiyta and
Shenzhen Rainbow

On 23 October 2008, Fiyta, a non-wholly owned subsidiary of the Company, entered into a concessionaire
framework agreement with Shenzhen Rainbow. It was agreed that the annual cap of the turnover
commission payable in 2010 will not exceed RMB9,000,000. As sales of Fiyta in Shenzhen Rainbow
increased, on 31 December 2010, the Board has revised the turnover commission for the year ended 31
December 2010 from RMB9,000,000 to RMB15,000,000.

Fiyta is a subsidiary of the Company, Shenzhen Rainbow is a subsidiary of CATIC Shenzhen, and CATIC
Shenzhen is the promoter and controlling shareholder of the Company. In accordance with Chapter 14A
of the Listing Rules, the above concessionaire framework agreement constituted a continuing connected
transaction of the Company. The Company has complied with the relevant reporting and announcement
requirements of the Listing Rules.
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CONNECTED TRANSACTIONS (continued)

6. Continuing Connected Transaction - Purchase of Slides
On 3 January 2011, Shanghai Tianma entered into a sales and purchases agreement with CATIC Opto-
electronics, pursuant to which Shanghai Tianma agreed to purchase slides from CATIC Opto-electronics
until 31 December 2011, for an annual purchase amount of not more than RMB56,280,000.

Shanghai Tianma is a non-wholly owned subsidiary of the Company, CATIC Opto-electronics is owned as
to 51% by CATIC Shenzhen and as to 49% by CATIC International. CATIC Shenzhen is the promoter and
the controlling shareholder of the Company. CATIC International owns 100% interest in CATIC Shenzhen.
Pursuant to Chapter 14A of the Listing Rules, the slides purchase agreement constituted a continuing
connected transaction of the Company. For further details, please refer to the announcement of the
Company dated 3 January 2011.

7. Connected Transaction - Renovation Contract in Relation to the Guangdong International Building

1.

2010F [ s

For the purpose of implementing the renovation project of the Guangdong International Building,
Guangdong International and CATIC Building Facilities Company (“CATIC Building Facilities”) entered
into the seventh renovation contract on 25 February 2010, pursuant to which CATIC Building Facilities
agreed to carry out reconstruction works on the heating system, intelligent sub-cable system and
its operation room equipment, and drainage system of the Guangdong International Building, for a
contract amount of not more than RMB30,000,000.

Pursuant to the Listing Rules, The seventh renovation Contract constituted a connected transaction.
As the applicable percentage ratios of the seventh renovation contract aggregating the applicable
percentage ratios of the first renovation contract, the second renovation contract, the third renovation
contract, the fourth renovation contract, the fifth renovation contract and the sixth renovation contract
are more than 2.5%, the seventh renovation contract is subject to the reporting, announcement and
the independent shareholders’ approval requirements under the Listing Rules as before revision on 3
June 2010. The Company has complied with the relevant reporting and announcement requirements
of the Listing Rules, and circular was dispatched on 17 March 2010 and approval was obtained at
the extraordinary general meeting held on 5 May 2010.

For the purpose of implementing the renovation project of the Guangdong International Building,
Guangdong International and CATIC Nanguang Elevator Engineering Company (“Nanguang Elevator”)
entered into the eighth elevator renovation contract on 10 August 2010, pursuant to which Nanguang
Elevator agreed to carry out sophisticated improvement work, for a contract amount of not more
than RMB5,400,000. For further details, please refer to the announcement of the Company dated
10 August 2010.

For the purpose of implementing the renovation project of the Guangdong International Building,
Guangdong International and CATIC Building Facilities entered into the ninth and the tenth
renovation contracts on 25 October 2010, pursuant to which CATIC Building Facilities agreed to
carry out reconstruction works on the air-conditioning system, main water supply and drainage
pipes in the podium as well as the weak-electricity system, audio/video system, and intelligent
lighting control system of the Guangdong International Building, for a contract amount of not more
than RMB21,000,000 and RMB37,000,000, respectively. For further details, please refer to the
announcement of the Company dated 25 October 2010.
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CONNECTED TRANSACTIONS (continued)

7.

122

Connected Transaction - Renovation Contract in Relation to the Guangdong International Building
(continued)

Guangdong International is a non-wholly owned subsidiary of the Company, CATIC Building Facilities and
Nanguang Elevator are non-wholly owned subsidiaries of CATIC Property, which in turn is a wholly owned
subsidiary of CATIC Real Estate. CATIC Real Estate is a non-wholly owned subsidiary of CATIC Shenzhen,
which is the promoter and the controlling shareholder of the Company. Pursuant to the Listing Rules, the
above contracts constituted connected transactions. The Company has complied with the relevant reporting
and announcement requirements of the Listing Rules.

Connected Transaction - Disposal of An Jia Zhai and Xiao Jia Wan coal mines in Guizhou by
CATIC Resources

On 8 April 2010, CATIC Resources, a wholly-owned subsidiary of the Company, put its 67% interests
respectively in Guizhou An Jia Zhai and Xiao Jia Wan coal mines to open tender on the Shanghai United
Assets and Equity Exchange. On 26 May 2010, after the tender process was concluded, CATIC Resources
entered into the Share Transfer Agreements with Guodian Guizhou Electric Company (“Guizhou Guodian”),
the successful bidder, for simultaneously selling the equity interests in the two companies, Guizhou An Jia
Zhai and Xiao Jia Wan, for the considerations of RMB124,504,600 and RMB50,095,200 respectively.

Under the Listing Rules, the equity transfers constituted a discloseable and connected transaction of
the Company. On 31 May 2010, a written approval was obtained from the controlling shareholder of the
Company, CATIC Shenzhen, and an approval was granted by the Stock Exchange according to the Listing
Rules for accepting the written approval in lieu of holding an extraordinary general meeting to approve the
equity transfers. On 12 July 2010, the transaction was approved by the Independent Directors. For further
details, please refer to the announcement of the Company dated 27 May 2010 and circular of the Company
dated 12 July 2010.

Connected Transaction — Transfer of 30% Equity Interest in Shenrong Company to CATIC
Shenzhen by the Company

On 2 August 2010, the Company, as vendor, entered into a share transfer agreement with CATIC
Shenzhen, the controlling shareholder of the Company, pursuant to which the Company agreed to sell to
CATIC Shenzhen 30% equity interest in Shenrong Company for a consideration of RMB6,909,150. Upon
completion of the share transfer, the Company no longer held any equity interest in Shenrong Company.

In accordance with Chapter 14A of the Listing Rules, the disposal of equity interest under the share transfer
agreement constituted a connected transaction of the Company. The Company has complied with the
relevant reporting and announcement requirements of the Listing Rules. For further details, please refer to
the announcement of the Company dated 2 August 2010.
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CONNECTED TRANSACTIONS (continued)

10. Connected Transaction - Acquisition of Equity Interest in Harmony Company by Fiyta
On 16 August 2010, CATIC Shenzhen (the controlling shareholder of the Company) and Fiyta (a non-
wholly owned subsidiary of the Company) entered into a share transfer agreement, pursuant to which
CATIC Shenzhen agreed to sell to Fiyta 0.5% equity interest in Harmony Company for a consideration of
RMB2,807,200. Upon completion of the share transfer, Fiyta held 100% equity interest in Harmony.

In accordance with Chapter 14A of the Listing Rules, the transfer of equity interest under the share transfer
agreement constituted a connected transaction of the Company. The Company has complied with the
relevant reporting and announcement requirements of the Listing Rules. For further details, please refer to
the announcement of the Company dated 16 August 2010.

11. Connected Transaction - Capital Increase in Guizhou CATIC Resources by CATIC International

On 4 November 2010, CATIC Resources, a wholly-owned subsidiary of the Company, entered into a capital
increase agreement with CATIC International Holdings Limited (“CATIC International”), the holding company
of CATIC Shenzhen, the controlling Shareholder, pursuant to which CATIC International agreed to make a
capital contribution in the amount of RMB90,000,000 in cash to the registered capital of Guizhou CATIC
Resources Company Limited (“Guizhou CATIC Resources”), a wholly-owned subsidiary of CATIC Resources.
Upon completion of the capital increase, CATIC International will own 90% of the interest in Guizhou CATIC
Resources, and the equity interest held by CATIC Resources in Guizhou CATIC Resources will be diluted
from 100% to 10%. Guizhou CATIC Resources will cease to be a subsidiary of the Company.

Under the Listing Rules, the capital increase constituted a connected transaction, and the dilution of 90%
of the enlarged registered capital of Guizhou CATIC Resources constituted a deemed disposal. For further
details, please refer to the announcement of the Company dated 4 November 2010.

12. Connected Transaction — Sales Contract for Watches between Fiyta and China Aviation
On 29 December 2010, Fiyta entered into the Sale and Purchase Agreement with China Aviation Industry
Corporation (“China Aviation”), the holding company of Shenzhen CATIC, the controlling shareholder of
the Company, pursuant to which Fiyta agreed to sell Fiyta Watches to China Aviation for an amount not
exceeding RMB18,000,000.

In accordance with Chapter 14A of the Listing Rules, the Sales Contract for Watches constituted a

connected transaction of the Company. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.
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SUBSEQUENT CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS
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Continuing Connected Transaction — Purchase of Slides

On 20 January 2011, Shanghai Tianma entered into a sales and purchases agreement with CATIC Opto-
electronics, pursuant to which Shanghai Tianma agreed to purchase slides from CATIC Opto-electronics
until 31 December 2011, for an annual purchase amount of not more than RMB90,000,000.

Shanghai Tianma is a non-wholly owned subsidiary of the Company, CATIC Opto-electronics is owned as
to 51% by CATIC Shenzhen and as to 49% by CATIC International. CATIC Shenzhen is the promoter and
the controlling shareholder of the Company. CATIC International owns 100% interest in CATIC Shenzhen.
Pursuant to Chapter 14A of the Listing Rules, the slides purchase agreement constituted a continuing
connected transaction of the Company. For further details, please refer to the announcement of the
Company dated 20 January 2011.

Continuing Connected Transaction — Saes of TFT Modules and Connected Transaction —
Technology Development Contract

On 28 January 2011, Tianma entered into a sale and purchase agreement with CATIC Huadong, pursuant
to which Tianma agreed to sell TFT Modules to CATIC Huadong in the aggregate amount not exceeding
RMB25,000,000 for the year ending 31 December 2011. On the same day, Tianma also entered into a
technology development contract with CATIC Huadong, pursuant to which CATIC Huadong entrusted
Tianma for the technology development of 5 types of the Special Purpose TFT-LCD Display Panels.
Pursuant to the technology development contract, CATIC Huadong shall pay Tianma entrustment fee in a
total amount of RMB11,000,000.

Tianma is a non-wholly owned subsidiary of the Company. CATIC Huadong is a wholly owned subsidiary
of Anhui Huaxia Electronic Limited (“Anhui Huaxia”). CATIC Shenzhen was entrusted by Anhui Huaxia to
control 51% of the voting power in CATIC Huadong. Therefore, CATIC Huadong a connected person of the
Company. Pursuant to Chapter 14A of the Listing Rules, the sales of TFT Modules constituted a continuing
connected transaction of the Company, and the technology development contract also constituted a
connected transaction of the Company. For further details, please refer to the announcement of the
Company dated 28 January 2011.

Continuing Connected Transaction — Entrusted Management Agreement

On 25 February 2011, Tianma and Shenzhen CATIC Opto-electronics Limited (“Shenzhen CATIC Opto-
electronics”) entered into an entrusted management agreement, pursuant to which Shenzhen CATIC Opto-
electronics has entrusted Tianma to manage shareholder’s rights during the transitional period of the share
acquisition of NLT. From 15 February 2011 to 14 February 2012, the service charge under the entrusted
management agreement payable by Shenzhen CATIC Opto-electronics to Tianma is RMB1,000,000.

Tianma is a non-wholly owned subsidiary of the Company. Shenzhen CATIC Opto-electronics is owned as
to 51% by CATIC Shenzhen and as to 49% by CATIC International. CATIC Shenzhen is the promoter and
the controlling shareholder of the Company. CATIC International owns 100% interest in CATIC Shenzhen.
Pursuant to Chapter 14A of the Listing Rules, the entrusted management agreement constituted a
continuing connected transaction.
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SUBSEQUENT CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS (continued)

4,

Concessionaire Framework Agreement between Fiyta and Shenzhen Rainbow

On 23 October 2008, Fiyta, a non-wholly owned subsidiary of the Company, entered into a concessionaire
framework agreement with Shenzhen Rainbow. It was agreed that the annual cap of the turnover
commission payable in 2011 will not exceed RMB10,000,000. As sales of Fiyta in Shenzhen Rainbow
increased, on 28 February 2011, the Board has revised the turnover commission for the year ended 31
December 2011 from RMB10,000,000 to RMB25,000,000.

Fiyta is a subsidiary of the Company, Shenzhen Rainbow is a subsidiary of CATIC Shenzhen, and CATIC
Shenzhen is the promoter and controlling shareholder of the Company. In accordance with Chapter 14A
of the Listing Rules, the above concessionaire framework agreement constituted a continuing connected
transaction of the Company. The Company has complied with the relevant reporting and announcement
requirements of the Listing Rules.

Continuing Connected Transaction - Import and Export Agency Agreement

On 1 March 2011, Shanghai Tianma (a non-wholly owned subsidiary of the Company) and CATIC Shenzhen
(the promoter and controlling shareholder of the Company) entered into an import and export agency
agreement, pursuant to which Shanghai Tianma conditionally agreed to engage CATIC Shenzhen as agent
for the import of the equipment from overseas suppliers. For the import agency service to be provided by
CATIC Shenzhen, Shanghai Tianma shall pay agency fee equivalent to 7.06% of the invoiced price (based
on the exact applied currency rate on import) of the imported equipment, which in any event shall not
exceed RMB7,000,000 for the period commencing from the date of execution to 31 December 2011.

In accordance with Chapter 14A of the Listing Rules, the import agency agreement constituted a continuing
connected transaction of the Company. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.

Continuing Connected Transaction — Property Service Contract of Chengdu Tianma

On 1 March 2011, Chengdu Tianma entered into a property service contract with CATIC Property
Management (Chengdu Branch), pursuant to which CATIC Property agreed to provide management services
to Chengdu Tianma, for a contract amount of not more than RMB2,000,000.

Chengdu Tianma is a subsidiary of the Company. CATIC Property is a subsidiary of CATIC Real Estate.
CATIC Real Estate is also a subsidiary of CATIC Shenzhen. CATIC Shenzhen is the promoter and controlling
shareholder of the Company. In accordance with Chapter 14A of the Listing Rules, CATIC Property is a
connected person of the Company. Therefore, the above property service agreement between Chengdu
Tianma and CATIC Property constituted a continuing connected transaction of the Company. The Company
has complied with the relevant reporting and announcement requirements of the Listing Rules.
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FOREIGN EXCHANGE RISK
The Group does not have any material foreign exchange 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 an one-year guarantee for a loan of RMB600,000,000 and a long-term guarantee for a
loan of RMB180,000,000 in favour of Fiyta, a subsidiary of the Company, an one-year guarantee for a loan of
RMB185,000,000 and a long-term guarantee for a loan of RMB535,000,000 in favour of CATIC Resources, a
subsidiary of the Company, a long-term guarantee for a loan of RMB110,000,000 in favour of GIB Company, an
one-year guarantee of a loan of RMB41,000,000 in favour of Shanghai Tianma and an one-year guarantee for a
loan of RMB162,000,000 in favour of Tianma, a subsidiary of the Company.

Tianma, a subsidiary of the Company, provided an one-year guarantee for a loan of RMB59,000,000 in favour of
Shanghai Tianma.

MATERIAL LITIGATION

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

OTHER SIGNIFICANT EVENTS

1. Proposed Amendment to the Renovation Project for the Modernization and Renovation of
Guangdong International Building
On 21 January 2009, the Board of the Company resolved to conduct a modernization and renovation
project of the properties of a subsidiary, Guangdong International Building Industrial Co., Ltd. According to
the feasibility study report released at that time, the total expected cost of the approved renovation project
would not exceed RMB250,000,000. In December 2009, the Company reevaluated the project budget after
the implementation of the design plan. According to the latest audit, the total budget for the project has
been revised to not exceeding RMB451,000,000.

Under the Listing Rules, the modernization and renovation project of Guangdong International Building

constituted a discloseable transaction. For further details, please refer to the announcement of the Company
dated 5 August 2010.
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OTHER SIGNIFICANT EVENTS (continued)

2.

Increase of Share Capital and Issuance of Shares by Shennan Circuit

On 30 November 2009, the Company, CATIC Shenzhen and 41 management members and staff of
Shennan Circuit entered into a capital increase agreement, pursuant to which the management members
and staff of Shennan Circuit conditionally agreed to make a capital contribution in total of RMB48,314,000
in cash to the registered capital and the capital reserve of Shennan Circuit. Upon completion of the capital
increase, the shareholding of the Company in Shennan Circuit will be diluted from 95% to approximately
88.35% of the enlarged registered capital of Shennan Circuit, while 4.65% and 7% of the shareholding will
be held by CATIC Shenzhen and the management members and staff respectively.

The resolution approving the capital increase was duly passed at the extraordinary general meeting held on
19 March 2010, and new business licence was obtained on 1 November 2010.

Issuance of Shares and Acquisition of Assets by Tianma

On 18 November 2009, Tianma, a non-wholly owned subsidiary of the Company, entered into various
framework agreements with the Company, Shanghai Zhang Jiang (Group) Co., Ltd. (“Shanghai Zhang
Jiang Group”), Shanghai State-owned Assets Operation Co., Ltd. (“Shanghai State Assets Company”)
and Shanghai Industrial Investment (Group) Co., Ltd. (“Industrial Investment Group”), and accordingly
entered into formal agreements on 18 January 2010. According to the agreements, Tianma conditionally
agreed to acquire 21%, 20%, 19% and 10% of the total equity interests in Shanghai Tianma from the
Company, Shanghai Zhang Jiang Group, Shanghai State Assets Company and Industrial Investment
Group, respectively, in consideration of Tianma issuing not exceeding 44,709,007, 42,580,018, 40,451,011
and 21,290,000 new A shares (149,030,036 new A shares in total) at the price of RMB5.34 per A Share
(aggregate consideration not exceeding RMB795,820,400) to the Company, Shanghai Zhang Jiang Group,
Shanghai State Assets Company and Industrial Investment Group, respectively. Upon the completion of
the acquisitions and the issuance of A shares, Shanghai Tianma will be wholly owned by Tianma, while
the aggregate shareholding of Tianma held by the Company will be diluted from approximately 45.62% to
approximately 42.40% of the enlarged issued share capital of Tianma.

Under the Listing Rules, the acquisitions and the issuance of A shares constituted very substantial
acquisition, connected transaction and very substantial disposal. For further details, please refer to the
announcement of the Company dated 27 November 2009, the supplemental announcement dated 18
January 2010 and the circular dated 1 February 2010. The resolutions approving the acquisitions and the
issuance of A shares were duly passed at the extraordinary general meeting held on 19 March 2010.

Tianma approved the above transaction at the general meeting held on 14 May 2010 and then submitted
a full set of application materials to China Securities Regulatory Commission (CSRC) for review. On 30
December, the transaction was not approved at the year 2010 forty-second session review meeting of
the Review Committee of Merger, Acquisition and Reorganisation of Listed Companies of CSRC. Tianma
held a board meeting on 28 January 2011 and decided to continue to proceed with this substantial asset
restructuring, and re-submit the application materials to CSRC for review after resolving related problems
and supplementing, amending and perfecting the application materials in accordance with the requirements
of CSRC and the opinions of the Review Committee of Merger, Acquisition and Reorganisation of Listed
Companies.
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OTHER SIGNIFICANT EVENTS (continued)

4,
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Non-public offering of shares by Fiyta

On 12 April 2010, the board of directors of Fiyta, a non-wholly owned subsidiary of the Company, proposed
to raise not more than RMB500,000,000 by issuing not more than 50,000,000 A Shares to not more than
10 institutional investors or other qualified investors and the Company with the help of an institutional
placing agent. Meanwhile, the Company signed the Subscription Agreement with Fiyta on the same day to
subscribe for new shares with a total subscription amount of RMB80,000,000. The subscription price was
not less than RMB12.45 per Fiyta share, with a discount of approximately 10% compared with the average
closing price RMB13.83 per share of the last 20 trading days as of 12 April 2010 (including the day).

Under the Listing Rules, the transaction constituted a discloseable transaction of the Company. For further
details, please refer to the announcement of the Company dated 12 April 2010.

On 29 November 2010, Fiyta has obtained the Permission about Non-public Offering of Shares by Shenzhen
FIYTA Holdings Ltd. (ZJXK [2010] No. 1703) from CSRC for approving the non-public offering of no more
than 50,000,000 new shares. According to subscription situation of investors, the share issuance price
was finally determined to be RMB16.01 per share for a total issue of 31,230,480 new shares. The total
amount of raised funds from this share offering is RMB499,999,984.80. Deducting the issuing expenses of
RMB17,234,852.57, the net amount raised is RMB482,765,132.23. On 30 December 2010, new shares of
Fiyta were successfully listed in Shenzhen Stock Exchange.

Set up of AM-OLED assembly line by Shanghai Tianma

On 13 August 2010, the Board of the Company resolved that the construction of an AM-OLED assembly
line was to be carried out by Shanghai Tianma, an indirect non-wholly owned subsidiary of the Company.
According to an internal feasibility study, the total investment for the construction of the assembly line will
be no more than RMB491,600,000, of which, RMB210,000,000 will be borne and contributed by Shanghai
Tianma, while the balance in the amount of RMB281,600,000 will be funded by government subsidies.

Under the Listing Rules, the above construction of the assembly line constituted a discloseable transaction
of the Company. For further details, please refer to the announcement of the Company dated 13 August
2010.

Acquisition of Yunnan Hongfu Phosphoric Ore by CATIC Resources

On 14 September 2010, CATIC Resources, a wholly-owned subsidiary of the Company, entered into a
capital increase agreement with Yunnan Hongzhou Investment Co., Ltd. (“Yunnan Hongzhou”) and Yunnan
Hongfu Fertilizer Co., Ltd. (“Yunnan Hongfu”), pursuant to which CATIC Resources agreed to contribute
RMB114,489,795.90 in cash to the capital of Yunnan Hongfu. After the capital increase, CATIC Resources
will hold 51% of the equity interest in Yunnan Hongfu and Yunnan Hongzhou will hold 49% of the equity
interest in Yunnan Hongfu.

Under the Listing Rules, this capital increase constituted a discloseable transaction of the Company. For
further details, please refer to the announcement of the Company dated 14 September 2010.
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OTHER SIGNIFICANT EVENTS (continued)

7. Very Substantial acquisition and connected transaction - Issuance of domestic legal person
shares and perpetual subordinated convertible securities for acquiring related assets of the
parent company and related parties
On 30 November 2010, the Company entered various asset acquisition agreements with CATIC International,
CATIC Shenzhen and Beijing Raise. According to the agreements, the Company has conditionally agreed
to acquire certain equity interests for sale from CATIC International, CATIC Shenzhen and Beijing Raise
respectively. According to the Company’s initial valuation data available at the announcement date, the
initial value of the target group as at 30 June 2010 was approximately RMB4,151,136,588 (equivalent
to approximately HK$4,826,903,009). The total consideration is adjustable after the assessment of the
valuation of the target group by the State-owned Assets Supervision and Administration Commission of the
State Council. However, the total consideration in any event shall not exceed RMB4,566,250,247 (equivalent
to approximately HK$5,309,593,310).

Pursuant to the agreements, the consideration shall, upon completion of the acquisition, be respectively
satisfied by the Company by (1) alloting and issuing 437,264,906 consideration shares at the issue price of
RMB3.15 (equivalent to approximately HK$3.66) per domestic share and (2) issuing perpetual subordinated
convertible securities convertible to not more than 918,981,497 conversion shares at the initial conversion
price of RMB3.47 (equivalent to approximately HK$4.03) per share to CATIC International, CATIC Shenzhen
and Beijing Raise.

Under the Listing Rules, the acquisitions constituted a very substantial acquisition and connected
transaction. For further details, please refer to the announcement of the Company dated 6 December
2010 and the circular dated 30 December 2010. The resolutions approving the acquisitions and the
issuance of shares were duly passed at the extraordinary general meeting held on 16 February 2011.
Currently, the Company is preparing the proposal to be submitted to the State-owned Assets Supervision
and Administration Commission of the State Council for consideration in accordance with the relevant
procedures.

SUBSEQUENT EVENTS

1. Issuance of Shares and Acquisition of Assets by Tianma
The relevant details of the transaction have been disclosed in the previous section. The Company is
currently resolving the related problems and adding, amending and perfecting the application materials in
accordance with the requirements of CSRC and opinions of the Review Committee of Merger, Acquisition
and Reorganisation of Listed Companies, and the application materials will then be resubmitted to CSRC for
review.

2. Issuance of domestic legal person shares and perpetual subordinated convertible securities for
acquiring related assets of the parent company and related parties
The relevant details of the transaction have been disclosed in the previous section. Currently, the Company
is preparing the proposal to be submitted to the State-owned Assets Supervision and Administration
Commission of the State Council for consideration in accordance with the relevant procedures.
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SUBSEQUENT EVENTS (continued)

3. Shenzhen CATIC Opto-electronics under management by Tianma
On 25 February 2011, Tianma and Shenzhen CATIC Opto-electronics Limited (“Shenzhen CATIC Opto-
electronics”) entered into an entrusted management agreement, pursuant to which Shenzhen CATIC Opto-
electronics has entrusted Tianma to manage shareholder’s rights during the transitional period of the share
acquisition of NLT. From 15 February 2011 to 14 February 2012, the service charge under the entrusted
management agreement payable by Shenzhen CATIC Opto-electronics to Tianma is RMB1,000,000.

Tianma is a non-wholly owned subsidiary of the Company. Shenzhen CATIC Opto-electronics is owned as
to 51% by CATIC Shenzhen and as to 49% by CATIC International. CATIC Shenzhen is the promoter and
the controlling shareholder of the Company. CATIC International owns 100% interest in CATIC Shenzhen.
Pursuant to Chapter 14A of the Listing Rules, the entrusted management agreement constituted a
continuing connected transaction. For further details, please refer to the announcement of the Company
dated 25 February 2011.

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 31 December 2010.
During the period, the Company has introduced remedial measures and systems pinpointing existing drawbacks in
order to further improve its internal control.

SHARE TRADING

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 of securities transactions for directors and supervisors of the Company. The
Company, having made specific enquiries with its directors and supervisors, confirms that, during the fiscal year
ended 31 December 2010, all the directors and supervisors of the Company have complied with the trading
standards of dealing in securities specified in the above mentioned regulations.

AUDIT COMMITTEE

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. The Audit
Committee members currently comprise all the independent non-executive Directors, namely Ms. Wong Wai
Ling, Mr. Wu Wei and Mr. Liu Xian Fa. The Audit Committee has reviewed and confirmed the Company’s results
announcement and financial statements for the twelve months ended 31 December 2010.

The figures in respect of the announcement of the Group’s results for the year have been agreed by the Company’s
auditor, PricewaterhouseCoopers, to the Group’s preliminary financial statements for the year.
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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. 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.

PUBLIC FLOAT

Based on the publicly available information and to the best knowledge of the Board of the Company as at the latest
practicable date with respect to the publication of this Annual Report, the Company has maintained sufficient public
float as at the date of this annual report.

AUDITORS
The accompany financial report has been audited by PricewaterhouseCoopers.

By Order of the Board
Wu Guang Quan
Chairman

Shenzhen, 15 March 2011
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REPORT OF THE AUDIT COMMITTEE

The audit committee of the Company comprises Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Liu Xian Fa and is
chaired by Ms. Huang Huiling. During the year 2010, 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 and has effectively monitored the Company’s financial incomes
and expenses and its operating activities for the year 2010. 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 auditors to ensure that they have
imposed effective supervision on the Company’s operation and management. The performance of duties by
the audit committee in 2010 is summarized as follows:

1)

Vi)

The committee has got to know the actual operations and the progress of major events of the
Company, its controlling companies and its subsidiaries, and reviewed the financial statements
compiled by the Company.

The committee has overseen the quality of internal auditing and the disclosure of financial information
pursuant to the disclosure 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 auditors 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 in accordance with the professional ethics of
independence, objectiveness and fairness.

The committee has acted as the major representative for the communications between the issuer
and the external auditor pursuant to the best practice of the Code on Corporate Governance
Practices and been 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 Connected Transactions of the Company in 2010.

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 2010.
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l. REPORT OF THE AUDIT COMMITTEE (continued)
The audit committee conducted two meetings during the year of 2010, at which the audit committee
had reviewed the audited financial statements of the Group for 2010. The details of the audit committee

meetings are as follows:

Subcommittee Audit Committee

Members Wong Wai Ling, Wu Wei and Liu Xian Fa
Number of meetings held 2

Date of meetings held March 24, 2010

August 16, 2010

Proposals considered 1.

2010F [ s

The Proposal to Review the Interim Financial Report and the
Interim Report on Consolidated Results of the Company for 2010

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 2010

The Proposal to Review the Profits Appropriation Proposal of the
Company for 2010

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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REPORT OF THE REMUNERATION COMMITTEE

The remuneration committee of the Company comprises Mr. Wu Guang Quan, Mr. Sui Yong, Ms. Wong Wai
Ling, Mr. Wu Wei and Mr. Liu Xian Fa and is chaired by Mr. Wu Guang Quan. During 2010, 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 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. The performance of duties by the remuneration
committee in this year is summarized as follows:

M)

During the reporting period, the remuneration committee has reviewed the remuneration policy
or scheme for all executive directors, supervisors and other senior management in accordance
with laws, statutes and Articles of Associations, and made recommendations to the Board on the
remuneration of non-executive directors to ensure that none of the directors 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 supervised the establishment of a formal and transparent procedure to formulate
the remuneration policy and structure of the directors, supervisors and senior management of the
Company.

The committee has reviewed the remunerations for the year 2010 of the Company’s directors,
supervisors and external qualified accountants, and deemed that the remuneration decision-making
procedure and distribution standard comply with the provisions of the remuneration system.

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

The remuneration committee held one meeting totally during the year of 2010, the details of which are as

follows:
Subcommittee Remuneration Committee
Members Wu Guang Quan, Sui Yong, Huang Hui Ling, Wu Wei and Liu Xian Fa
Number of meetings held 1
Date of meetings held March 24, 2010
Proposals considered 1. The Proposal to Review the Remuneration Policy of the Directors
and Senior Management of the Company for 2010
2. The Proposal to Review the Payment Method of the Remuneration
of the Directors and Senior Management of the Company for 2010
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The Supervisory Committee of this Company is composed of Mr. Wang Xin Kuo, Ms. Wang Xin and Mr. Day Bo
Song, and Mr. Wang Xin Kuo acts as the chairman.

During the year of this report, all members of the Supervisory Committee earnestly performed the function of
supervision and completed each task of the Supervisory Committee based on the principles of “Equity, Fairness and
Openness” in accordance with Company Law, Articles of Associations and the procedure rules of the Supervisory
Committee. By means of attending the meetings of board of directors as a non-voting member and convening the
meeting of the Supervisory Committee, the members of the Supervisory Committee effectively supervised the law
compliance of the resolutions of board of directors and the major decisions of the company management, so as to
ensure that the company is operated legally and the board of directors and the management are making scientific
decisions with a view to safeguarding the benefits of the company, shareholders and employees. Responsible for
all shareholders, the members of the Supervisory Committee scrupulously fulfilled their duties of supervision, abided
by the principle of good faith, and actively carried out the work, so as to safeguard the benefits of the shareholders
and the company.

The Supervisory Committee deems that during the period of this report, the company’s behaviors in the aspects
of corporate governance, financial auditing & result and daily operation decision-making comply with relevant
provisions of the Articles of Associations; the board of directors and senior managerial staff are scrupulous about
their duties, without breach of laws or rules or damaging the company’s benefits by utilizing their powers.

The Supervisory Committee expresses the following opinions for the operation of the company in 2010:

The Supervisory Committee’s independent opinions on the legal operation of the company

During the period of report, the company strictly abided by the laws and statutes such as Company Law, Securities
Law, Articles of Associations and Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited, established sound internal control system, run normally and executed legal decision-making procedure.
When fulfilling duties, the directors and senior managerial staff can consciously safeguard the benefits of the
company and shareholders, adhere to the principles of good faith and diligence, and do not violate any laws or
statutes, or damage the company’s benefits.

The Supervisory Committee’s independent opinions on review of Company’s financial status

The supervisory committee has reviewed the relevant information such as the 2010 interim report, 2010 annual
report and 2010 auditor’s report presented by PricewaterhouseCoopers, the auditor of the Company, with
unqualified opinion. The committee was of the opinion that the audit report has truly, objectively and fairly reflected
the financial status and operating results of the company for the year of 2010, and considered that the company’s
finance system and internal control system are sound, the financial operation is normal and financial status is good,
and agreed to the auditor’ report issued by the auditor.
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The 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.

The 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 of company were in line with the Company’s needs for business
development and long-term growth, and 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.

By Order of the Supervisory Committee
Wang Xin Kuo
Chairman of the Supervisory Committee

Shenzhen, China
15 March 2011
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PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong

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 139 to
260, which comprise the consolidated and company balance
sheets as at 31 December 2010, and the consolidated income
statement, the consolidated statement of comprehensive
income, 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
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with International Financial Reporting Standards
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. 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 about
whether the consolidated 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 consolidated
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view 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 consolidated 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 state of affairs of the Company and
of the Group as at 31 December 2010, and of the Group’s
profit 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, 15 March 2011
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EHEEEER
Consolidated Balance Sheet

R-Z—FF+ - F=+—H As at 31 December 2010

R+=-—A=+—H
As at 31 December
—E-=F —FEENF
2010 2009
K3 AR¥FT AR FT
Note RMB’000 RMB’000
BE ASSETS
kRBEE Non-current assets
TP A Land use rights 7 719,271 700,246
g Mining rights 8 534,029 541,154
BES Goodwill 9 5,240 5,240
ME - BB RZE Property, plant and equipment 10 6,697,911 5,014,841
KEMEE Investment properties 11 1,129,129 1,022,221
TEETRE Construction-in-progress 12 893,546 1,005,292
REEENA 2 _E Investments in associates 14 794,349 568,917
AtHESmEE Available-for-sale financial assets 16 27,579 35,998
BTSRRI EE Deferred income tax assets 17 105,751 177,551
HEMIEREEE Other non-current assets 18 82,458 197,008
10,989,263 9,268,468
REBEE Current assets
PEN— Inventories 19 1,976,667 1,173,143
B 5 M E A EY R IE Trade and other receivables 20 2,414,513 1,552,101
EHIRI TR Pledged bank deposits 21 158,725 575,831
ReRBFASEEY Cash and cash equivalents 22 1,728,245 1,056,811
6,278,150 4,357,886
HEE Total assets 17,267,413 13,626,354
= EQUITY
EATERFEAEMN Capital and reserves attributable to the
B HE Company’s equity holders
[ Share capital 23 673,367 673,367
&kl Share premium 23 354,513 354,513
HAth & Other reserves 24 439,020 353,612
REEBR| Retained earnings 510,582 317,021
1,977,482 1,698,513
JE 1 I R S Non-controlling interests 2,970,967 2,125,824
HRER Total equity 4,948,449 3,824,337

BEFH BV X RS GF I IS MR MO ED 17 -

The accompanying notes are an integral part of these consolidated financial statements.
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&t & E A &K Consolidated Balance Sheet
RZZE—FF+-H=+—H As at 31 December 2010

R+=A=+—H
As at 31 December
—E-=F —ETNF
2010 2009
biaE AR¥FT ARETT
Note RMB’000 RMB’000
=N LIABILITIES
ERBAE Non-current liabilities
J=EN Borrowings 25 5,671,172 4,792,476
BT SRAaE Deferred income tax liabilities 17 346,143 335,839
B EL 2 B U A Deferred income on government grants 26 535,359 241,037
HinIERE AR Other non-current liabilities 27 114,327 135,164
6,667,001 5,504,516
REAE Current liabilities
B 5 L E A fE A Trade and other payables 28 3,267,087 1,940,799
J=E Borrowings 25 2,350,486 2,310,325
MENFEH ARG Current income tax liabilities 34,390 46,377
5,651,963 4,297,501
B E Total liabilities 12,318,964 9,802,017
BEXREAEE Total equity and liabilities 17,267,413 13,626,354
RENBEE Net current assets 626,187 60,385
BEERABAE Total assets less current liabilities 11,615,450 9,328,853
ERZE——F=-A+ABKESTSHAE
Approved by the Board of Directors on 15 March 2011
BER R = ||
Chairman: Wu Guang Quan Director: Wang Ming Chuan
BEMT R M AN S OF B SRR VAR B 15 ©
The accompanying notes are an integral part of these consolidated financial statements.
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Company Balance Sheet

R-Z—FF+ - F=+—H As at 31 December 2010

R+=-—A=+—H
As at 31 December
—E-=F —ETNF
2010 2009
bz AR¥FT AR FT
Note RMB’000 RMB’000
BE ASSETS
FREBEE Non-current assets
ME - WENE Property, plant and equipment 10 9,308 10,463
REE AR ZRE Investments in subsidiaries 13 1,634,011 1,554,011
REtE N R 2 I8E Investments in associates 14 298,198 298,198
At ESREE Available-for-sale financial assets 16 1,400 1,400
1,942,917 1,864,072
REBEE Current assets
B 5 L E el Z0E Trade and other receivables 20 156,127 163,089
e RIBEEEY Cash and cash equivalents 22 20,203 44,615
176,330 207,704
HEE Total assets 2,119,247 2,071,776
s EQUITY
AARERFEEAEL Capital and reserves attributable to the
BAREFE Company’s equity holders
[N Share capital 23 673,367 673,367
R0 m (B Share premium 23 354,513 354,513
HithfE e Other reserves 24 70,001 70,001
ZitEE Accumulated losses (514,241) (446,218)
HRER Total equity 583,640 651,663

BEP RPN RE RSB B A IS SRR RO AR AR D ©

The accompanying notes are an integral part of these consolidated financial statements.
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A"EEAER Company Balance Sheet
R-—E—ZF+=-F=+—H As at 31 December 2010

R+=A=+—H
As at 31 December
—E-ZF —ETNF
2010 2009
iga ARETFT AE®TT
Note RMB’000 RMB’000
afE LIABILITIES
FREEME Non-current liabilities
B3 Borrowings 25 1,100,000 914,000
REEE Current liabilities
B REMERK Trade and other payables 28 235,607 426,113
B Borrowings 25 200,000 80,000
435,607 506,113
HBEE Total liabilities 1,535,607 1,420,113
HERMAE Total equity and liabilities 2,119,247 2,071,776
REBFEE Net current liabilities (259,277) (298,409)
BEERARBERS Total assets less current liabilities 1,683,640 1,565,663
ERZE——F=AT+HABKEESHAE
Approved by the Board of Directors on 15 March 2011
BEER: Rt =2EFE/
Chairman: Wu Guang Quan Director: Wang Ming Chuan

BEP RO RE R AR B B B IS SRR RO AR ER D ©

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

HEZZT—ZFTF+ZA=1+—HILFE For the year ended 31 December 2010

BE+-A=1t—HLEE
Year ended 31 December

—E2-FF —TENF

2010 2009
k=3 AREFT AR TT
Note RMB’000 RMB’000
WA Revenue 6 6,964,551 5,092,883
HER A Cost of sales 31 (5,459,142) (4,261,671)
EX Gross profit 1,505,409 831,212
HEEH Distribution costs 31 (429,871) (361,237)
1THE A Administrative expenses 31 (725,739) (591,030)
LA M EHE AR EEWE Fair value gain on investment properties 11 74,406 65,617
E A Other income 29 220,721 105,381
HAtb Y zm — 78R Other gains-net 30 72,074 8,301
FES—ray ] Operating profit 717,000 58,244
BEUA Finance income 33 20,773 8,661
Bh & pk 2N Finance costs 33 (344,113) (367,145)
BB KA —FEE Finance costs - net (323,340) (358,484)
FEAG B & A B m A Share of profit of associates 14 61,228 11,391
BFrSR ARl (E5#8) Profit/(loss) before income tax 454,888 (288,849)
FTS®i () A Income tax (charge)/credit 35 (112,298) 69
REEZRN Profit for the year 342,590 (288,780)
FEAEER(B5i8) - Profit/(loss) attributable to:
RKATIRERTAA Equity holders of the Company 193,561 (165,566)
FEPE IR AR Non-controlling interests 149,029 (123,214)
342,590 (288,780)
EERNEIERFFAA Earnings per share attributable to the equity
EEFIRAF (FIIA holders of the Company during the year
ARET|R) (RMB per share)
— 5K — basic 37 0.2874 (0.2458)
—#58 — diluted 37 0.2874 (0.2458)
5] Dividends 38 - _

BEMTHOPH RE A A BFRA SRR ROAR RO AR LD -

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

R-Z—ZFF+ - F=+—H As at 31 December 2010

BE+-A=t—HLEE

Year ended 31 December

—F-BF ZTTNF
2010 2009
Wit AR¥FT ARETT
Note RMB’000 RMB’000
KREEZRF(EE) Profit/(loss) for the year 342,590 (288,780)
Hib#RE Wz (B K) - Other comprehensive income/(loss):
AftHEEMmEEL Fair value gains on available-for-sale financial
N EERE — R0k assets-gross of tax
B 16 - 6,620
AItHESREEY Fair value gains on available-for-sale financial
DR EERRE - TR assets-tax 17 - (1,323)
PEMHEESEE Fair value adjustment on disposal of
AREERE— available-for-sale financial assets-gross
ARIBR TR of tax 16 - (8,160)
HEHHESMEE Fair value adjustment on disposal of
DREEHAE TR available-for-sale financial assets-tax 17 - 1,632
BIFEEARERE Transfer of owner-occupied property to
investment property 11 17,403 -
INBITE = Currency translation differences (3,769) -
PGB & AR A& Share of fair value losses from available-for-
EMEEZARNEE sale financial assets of the associate,
B (BRI net of tax 14 (1,796) (2,347)
HEBMLSNTEEEM  Reversal of revaluation surplus on the disposal
B E (FIBR TR of assets of the associate, net of tax 14 - (2,956)
FEREMES Other comprehensive income/(loss) for
Wi (B%) the year, net of tax
(HBRBERR) 11,838 (6,534)
FENESEUEE (BK) Total comprehensive income/(loss) for
(HRBFR) the year, net of tax 354,428 (295,314)
i Attributable to:
—ARRAERFEA — Equity holders of the Company 193,261 (171,418)
— SIS — Non-controlling interests 161,167 (123,896)
FRESHENE (%) Total comprehensive income/(loss) for
the year 354,428 (295,314)
BEM VP ST AR E BTSSR R BV AR BD 1 ©
The accompanying notes are an integral part of these consolidated financial statements.
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Consolldated Statement of Changes in Equity

HEZZT—ZFTF+ZA=1+—HILFE For the year ended 31 December 2010
RIS
RE  ROEE EHERL  EbEE AOEFE Non-
Share Share  Treasury Other  Retained  controling fxt
capital  premium shares  reserves  eanings  interests Total
(Wizto4)
(Note 24)
Wit ABEFT ARETT ARETFT AREFT ARETFT ARETT AREFT
Note  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
b4 Group
RZBZNE-F—-H&#  Balance at 1 January 2009 678909 357,849 (6,026) 359,464 482,587 1,822,455 3,695,238
Gl Comprehensive income
LEER Loss for the year - - - - (165566)  (123,214)  (288,780)
EfpsAWA/ (B8 Other comprehensive
income/(loss)
A nESHEEL Fair valug gain from
DB avallable-for-sale financial
AMBHR assets-gross of tax 16 - - - 2,959 - 3,661 6,620
L ESHEEL Fair valug gain from
DABENE-BR avalable-for-sale financial
assets-tax 17 - - - (591) - (732) (1,329)
HEAHEHESRHAE Fair value adjustment on disposal of
DhBEERE- avalable-for-sale financial
ABH assets-gross of tax 16 = = = (3,646) = 4514 (8,160
HEAHEHESRHEAE Fair value adjustment on disposal of
RRBEAE-HR avalable-for-sale financial
assets-tax 17 - - - 729 - 903 1,632
NS Share of fair value losses from
SREEYZ available-for-sale financial assets
LR of the assoclate 14 - - -3 - - R
HEREAREEL Reversal of revaluation surplus
EfBRAE on the disposal of assets of
the associate 14 - - - (2,956) - - (2,956)
A BEx Total other comprehensive loss = = = (5,852) = 682) (6,534)
GABEX Total comprehensive loss - - - (5,852  (165,566)  (123,896)  (295,314)
BEGREENRS Transactions with owners
FERERTE Capital contributed by
non-controling interests - - - - - 44639 441,639
BEH% Repurchase of H shares - - 2.852) - - - (2.852)
HHHR Cancellation of H shares 6542 (333) 8,378 - - - -
“EE)\£hE Dividends for 2008 - - - - - (437 (1437
2HEEREEENRS Total transactions with owners (5,542) (3,336) 6,026 - - 47265 424418
R=BBNE
TZR=t-RE& Balance at 31 December 2009 673,367 354,513 - 353612 317,021 2,125,824 3,824,337
BEFTROB AN G S S SRR M AR ED (D ©
The accompanying notes are an integral part of these consolidated financial statements.
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& Bt ¥ B3R Consolidated Statement of Changes in Equity
HE—_Z—ZTF+_-A=1+—HIFE For the year ended 31 December 2010

RIS
Ba BHEE  ERRG  HtEE RHRHE Non-
Share Share  Treasury Other  Retained  controling &t
capital  premium shares  reserves  eanings  interests Total
(Hiztoa)
(Note 24)
Wi AEEFT AEETT AREFr ARETT ARETT AREFT AREFT
Note  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
W-Z-ZE-F-A%H  Balance at 1 January 2010 673,367 354,513 - 383612 317,021 2,125,824 3,824,337
GahE Comprehensive income
gERH Profit for the year - - - - 193561 149,029 342,590
Rl alA/ (F8) Other comprehensive
income/(loss)
BARERRERK Gain on transfer of
i len owner-occupied property to
investment property 1 = = = 5,265 = 12,138 17,403
AR E DR AN E Share of fair value losses from
SREEY available-for-sale financial assets
NrEEBX of the associate 14 - - - (1,796) - - (1,796)
NEREER Currency translation differences - - - (3,769) - - (3,769)
Esamii)/(B8)  Tota other comprehensive
income/(l0ss) - - - (300) - 12,138 11,838
RetBA/ (BB Total comprehensive
income/(loss) - - - (800) 193,561 161,167 354,428
PHEREREENRS Transactions with owners
SRR X5 Transactions with non-controlling
interests 24 - - - 85,708 - 365311 451,079
REXAHMELN Non-controling interest arising on
Pkl oo business combinations 41 - - - - - 110000 110,000
HERBAR Disposal of subsidiaries - - - - - (5733 (25,739)
FETIERTE Capital contributed by
non-controling interests 39 = = = = - 252,000 252,000
ZZENERE Dividends for 2009 - - - - - (17862 (17,662)
2REERBEEENRS Total transactions with owners = = - 85708 - 683976 769,684
R-B-8%
TZA=t-RER Balance at 31 December 2010 673,367 354,613 - 439,020 510,682 2,970,967 4,948,449
BEMT R FE AN S OF B F5 SRR AR A 2B 10 ©
The accompanying notes are an integral part of these consolidated financial statements.
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A fHHE2E B B) R Consolidated Statement of Changes in Equity
HE—_Z—ZTF+_-A=1+—HIFE For the year ended 31 December 2010

kx  BRAEE  EERG O HbEE 0 2HBX
Share Share Treasury Other Accumulated &
capital premium shares reserves losses Total
(Hrit24)
(Note 24)
Wit ARETT AEEFT ARETT ARETT AEEFTT AREFT
Note RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB’000
Ad COMPANY
R-EZHhE-F—A&E Balance as at 1 January 2009 678,909 357,849 (6,026) 70,001 (338,625) 762,108
FalE Comprehensive income
BEEX Loss for the year = = = - (107,593 (107,599)
BEFREENLS Transactions with owners
BEHR Repurchase of H shares 23 - - (2,852) - - (2,852)
THERE Cancellation of shares 23 (5,542) (3,336) 8,878 - - -
PUEESEEENZS  Total transactions with owners (5,542) (3,336) 6,026 = = (2,852)
R-BENF
+ZA=1+-R&# Balance as at 31 December 2009 673,367 354,513 - 70,001 (446,218) 651,663
R-E-B£-F—H%# Balance as at 1 January 2010 673,367 354,513 - 70,001 (446,218) 651,663
FalE Comprehensive income
BERR Loss for the year - - - - (68,023) (68,023)
R-E-%F
TZA=t+-B£# Balance as at 31 December 2010 673,367 354,513 - 70,001 (514,241) 583,640

BEFH BV X RS GF I IS MR MO ED 17 -

The accompanying notes are an integral part of these consolidated financial statements.
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Consolldated Statement of Cash Flow

HE2-_Z—ZFF+=-A=+—HLI-9JE For the year ended 31 December 2010
BE+-HA=1t—HLEE
Year ended 31 December
—F-2F ZTTNF
2010 2009
k=3 ARMF T ABREFT
Note RMB’000 RMB’000
BETEEL2HERE Cash flows from operating activities
REEBEE 7S Cash generated from operations 39 588,688 570,949
B F 2 Interest paid (346,906) (344,143)
BTER Income tax paid (65,764) (41,752)
EEEHELEFRE Net cash generated from operating activities 176,018 185,054
RETHELZHEHE Cash flows from investing activities
BEME  WBENMERE Purchase of property, plant and equipment (486,168) (349,876)
0 B SLE Purchase of mining rights (14,945) (14,988)
fEE T Purchase of land use rights (25,635) (30,763)
EEITRREM Additions to construction-in-progress (1,650,010) (1,040,128)
LEFE - BB RE&HE Proceeds from disposal of property, plant
F1S sk 18 and equipment 11,966 6,846
HEEREITRRATSHRIA Proceeds from disposal of
construction-in-progress 1,255 -
e /Jﬂl?m@}ﬁ? Proceeds from disposal of other non-current
Fri5 assets 1,487 =
EdETxé IE}%i@F Proceeds from disposal of investment
FriS 3078 properties - 9,641
HERREESHEE Proceeds from disposal of available-for-sale
P15 3038 financial assets - 11,930
BR8N |38 Additions to associates (134,000) =
S B A B F Net proceeds from disposal of subsidiaries 39 132,795 -
EEAEE 7 SrEE  Purchase of available-for-sale financial assets (10,501) (29,600)
B W T BN Government grants received 26 399,004 116,630
24 F 8 Interest received 20,773 8,661
2R S Dividend received - 2486
HIERB A E LN Additions to other non-current assets 100,477 (15,597)
LI RITF R E D) F5E Net change of pledged bank deposits 310,516 (509,993)
KEEFBFRAZFES Net cash used in investing activities (1,342,986)  (1,834,751)
MEITHZ2HRERE Cash flows from financing activities
2 O] H A% Repurchase of H shares 23 - (2,852)
&2 FT1S SR Proceeds from borrowings 3,966,771 7,834,192
EmEs Repayments of borrowings (2,937,771) (6,498,104)
IFiE il EAEEEYNG Capital contribution to subsidiaries from
B non-controlling interests 39 703,079 441,639
JL%H%M]‘J%@EQH%%IJ Dividends paid to non-controlling interests of
i S s\ subsidiaries (17,662) (14,374)
Euﬁzﬂzﬁ wWme Government subsidy received 21,164 41,634
IR ITE N B F5E Net change of pledged bank deposits 106,590 30,000
BEEHELEZFRS Net cash generated from financing activities 1,842,171 1,832,135
RERRESEEY2 Net increase in cash and cash equivalents
3 hnE R 675,203 182,438
FzHe R Cash and cash equivalents at beginning of
HEZEY) year 1,056,811 874,373
SN E =8 Currency translation differences (3,769) =
FRZIBERIEEEEY Cash and cash equivalents at end of year 1,728,245 1,056,811
BEMT R M A AN OF BT S SRR MU AR A B 1S ©
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 liquid crystal displays, printed circuit boards,
watches and clocks, mining resources, and also engaged
in property development and hotel operation business.

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 15 March 2011.

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 investment
properties. 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 the Accounting
Standards for Business Enterprises (2006) of the People’s
Republic of China (“CAS2006”).

The preparation of financial statements in conformity
with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgment 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.
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B 73R R Mt st Notes to the Financial Statements

R-ZE—ZFF+=-HA=+—H As at 31 December 2010

2 B B2 7)

SBEREEES

(@)  HE2010FFKALZKEE #7 5 FIE

PHARER 25T

R et HEBI245 (K1EET)[ 8
SR EI(B-E——F—F—
BABER) o SN BB 25T
ZERI246 A HEBUTIER £ 88 2 M
MEHTETR SN ERER
ERFE - W FEREH—HEOT
BEBEAEIA - (NHFREE
MR MEE - QEMERE
ARZHEEME R RO)EE
MEAERE LXBELENBE
AHIR 5 o LA 2[R B 8 it 37 7
TR @S INER - &
EEERFRERMARTHBEER
% WHKBLE -

EEF RN FTET R ACAEZT2E Rl
R AERE

AT aT 22 Al R BE A 22 R MO{S BT
AR B 2010F1 A1 BB
BEERE R BH TR o

®)

IFRS 3 (Revised)
B B 755 R 5 R RIS (AR 1B RT)
IAS 27 (Revised)

& EtERI27 (BIERT)

ERE2010F1 A1 8RB/ K
FEBREFEMRA - BB pH
REBEEBER - F5] REIEFTH
A RERE(EE M ETER
KRR HREHREIR)

()
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2 BASIS OF PREPARATION (continued)

Changes in accounting policy and disclosures:

(@) Amendment to standard that is not effective in
2010 but has been early adopted by the Group
IAS 24 (Revised) “Related party disclosures”
(effective from 1 January 2011). The amendment
introduces an exemption from all of the disclosure
requirements of IAS 24 for transactions
among government-related entities and the
government. Those disclosures are replaced with
a requirement to disclose: (i) the name of the
government and the nature of their relationship;
(ii) the nature and amount of any individually-
significant transactions; and (i) the extent of any
collectively-significant transactions qualitatively
or quantitatively. It also clarifies and simplifies the
definition of a related party. The Group has early
adopted the government-related entity exemption
retrospectively.

(b) New and amended standards and interpretations

adopted by the Group

The following new standards and amendments

and interpretations to standards are mandatory

for the first time for the financial year beginning 1

January 2010.

Effective for
accounting periods
beginning on or after

RT3 BHA
LB BRmE
ST EAR AR
Business Combinations 1 July 2009
EBast 20097 A18
Consolidated and separate 1 July 2009
financial statements
frE B ISk R BB R 200947 H18

(c) New and amended standards, and interpretations
mandatory for the first time for the financial year
beginning 1 January 2010 but not currently
relevant to the Group (although they may affect the

accounting for future transactions and events)
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B 73R R M= Notes to the Financial Statements
RZZE—FF+-H=-+—H As at 31 December 2010
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IAS 1 (Amendment)
e stER(1BET)
IAS 17 (Amendment)
B &t A7 (EET)
IFRIC 17
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—REAE17

IFRIC 18
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IFRIC 9 (Amendment)

=
=

\

IFRIC 16

BB RERELEESY
_ ﬁ¢%%/\d:

IAS 36 (Amendment)

BIB &5+ 2ERIB6(155])

IFRS 2 (Amendment)

B i B 75 R 5 ZE RI2 (1& 3T )
IFRS 5 (Amendment)

BIRR B T 3R E 2RI (ERT)

2010F E s

2 BASIS OF PREPARATION (continued)
Changes in accounting policy and disclosures:

(continued)
(c) (continued)

Presentation of financial statements

M5k 25

Lease

HE

Distribution of non-cash assets to
owners

RTBEEDEIFREEE

Transfers of assets from customers

EFEENEE

Reassessment of embedded
derivatives and IAS 39, Financial
instruments: Recognition and
measurement

RATETANEMKBERES
RIS e T HE : BREFE]

Hedges of a net investment in a
foreign operation

BINEERFREED

Impairment of assets

BERE

Group cash-settled share-based
payment transactions

KBRS EF ARG AER
XRS5

Non-current assets held for sale
and discontinued operation

%ﬁ aEmusijJéﬁ&%t

Effective for
accounting periods
beginning on or after
RT3 BN

L& BRmm
BHBEXR

29 November 2010
2010911 A29H

1 July 2009
200957 H1H

1 July 2009

20097 H18

1 July 2009
20097 H1H

1 July 2009

20097 H1H

1 July 2009

200947 H18

1 January 2010
20101 H1H
1 January 2010

201051 H1H

1 January 2010

201051 H1H
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BASIS OF PREPARATION (continued)
Changes in accounting policy and disclosures:

Standards, amendments and interpretations to
existing standards that are not yet effective and

IFRS 9

B B T SRS S RO

IAS 32 (Amendment)
R st ERIB2(1&83E])

IFRSS (Amendment)

BIPR B A5 s R A (12 5T)

IFRIC - Int 19

BT SRERERES
— R NE19

IFRIC - Int 14 (Amendment)

ERMBEEREZAR

—ﬁﬁi’“iM( 1)
IAS 12 (Amendment)
BaetER12(185])
IFRS 7 (Amendment)

BB B B R 5 LE BI7 (1E5T)

CATIC SHENZHEN HOLDINGS LIMITED

fm B B2 () 2
SHABRRKRESS : (F)
(continued)
@ ADARERT A E B IR R R A (@)
BVAER - EET R B IR A R A2
U=

have not been early adopted by the Group:

Financial instruments

TRITHE

Classification of rights issues

Be AR e 5 48

Third improvements to IFRSs
(2010)

B i B 15 R 5 ZE BII(2010) Y
= IEDGE

Extinguishing financial liabilities
with equity instruments

NS TEEGRERAE

Prepayments of a minimum funding
requirement

RIEEERENEMNR

Income taxes

FriS#i

Financial instruments: Disclosures
SRTA : #E

Effective for
accounting periods
beginning on or after
RT5 B8
LA BA %A B9
SHHBEXR

1 January 2013
20131 A1R
1 February 2010
20102 A1 H
1 January 2011
201141 A1R
1 July 2010
20107 H1R
1 January 2011
201141 H18
1 January 2012
201241 A1H

1 July 2011
201157 H1H
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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
The consolidated financial statements include the
financial statements of the Company and all of its
subsidiaries made up to 31 December 2010.

() Business combination involving entities
under common control
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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CATIC SHENZHEN HOLDINGS LIMITED

3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation (continued)

()

(i)

Business combination involving entities
under common control (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 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 or has
de facto control. The existence and effect
of potential voting rights that are currently
exercisable or convertible are considered
when assessing whether the Group
controls another entity. De facto control
exists where the Group owns less than
50% of the voting shares in an entity, but
is deemed to have control for reasons
other than potential voting rights, contract
or other statutory means. For example,
control is achievable if the balance of other
shareholdings is dispersed and the other
shareholders have not organised their
interests in such a way that they exercise
more votes than the Group.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation (continued)

(i)

Subsidiaries (continued)

Except for business combinations applying
business combination involving entities
under common control 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. The group uses the
acquisition method of accounting to
account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the assets
transferred, the liabilities incurred and the
equity interests issued by the group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
Acquisition-related costs are expensed as
incurred. |dentifiable assets acquired and
liabilities and contingent liabilities assumed
in a business combination are measured
initially at their fair values at the acquisition
date. On an acquisition-by-acquisition
basis, the group recognises any 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.

Investments in subsidiaries are accounted
for at cost less impairment. Cost is adjusted
to reflect changes in consideration arising
from contingent consideration amendments.
Cost also includes direct attributable costs
of investment. The results of subsidiaries
are accounted for by the company on the
basis of dividend and receivable.
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CATIC SHENZHEN HOLDINGS LIMITED

3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation (continued)

(i)

(i)

Subsidiaries (continued)

The excess of the consideration transferred
the amount of any non-controlling interest
in the acquiree and the acquisition-date
fair value of any previous equity interest
in the acquiree over the fair value of the
identifiable net assets acquired is recorded
as goodwill. If this is less than the fair
value of the net assets of the subsidiary
acquired in the case of a bargain purchase,
the difference is recognised directly in the
statement of comprehensive income.

Inter-company transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency
with the policies adopted by the group.

Transactions with non-controlling interests
The group treats transactions with non-
controlling interests as transactions with
equity owners of the group. For purchases
from non-controlling interests, the difference
between any consideration paid and the
relevant share acquired of the carrying value
of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to
non-controlling interests are also recorded
in equity.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation (continued)

(iii)

(iv)

Transactions with non-controlling interests
(continued)

When the group ceases to have control
or significant influence, any retained
interest in the entity is remeasured to its
fair value, with the change in carrying
amount recognised in profit or loss. The
fair value is the initial carrying amount for
the purposes of subsequently accounting
for the retained interest as an associate,
joint venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if the
group had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss.

If the ownership interest in an associate
is reduced but significant influence is
retained, only a proportionate share of the
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss where appropriate.

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 identified on acquisition,
net of any accumulated impairment loss.
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3 FEEHBXRW® 3 PRINCIPAL ACCOUNTING POLICIES
(continued)
(a) ABHRE(E) (@) Consolidation (continued)
(iv)  BELNF(E) (iv)  Associates (continued)
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CATIC SHENZHEN HOLDINGS LIMITED

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 other
comprehensive income is recognised
in other comprehensive income. 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 arising in
investments in associates are recognised in
the income statement.

In the Company’s balance sheet the
investments in associated companies are
stated at cost less provision for impairment
losses (Note 3(k)). The results of associated
companies are accounted for by the
Company on the basis of dividend received
and receivable.
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3 FEEHBXRW®) 3 PRINCIPAL ACCOUNTING POLICIES
(continued)
(b) 7 ERER & (b) Segment reporting
RN HIRBRAEFEERRE Operating segments are reported in a manner

MEEEM BT
J& 18 R R B R TE A
Exg mftMASESEERM
AHEEE D BRRE

¥ B
oF S
o 3
W 3

consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for
allocating resources and assessing performance of
the operating segments, has been identified as the
board of directors that makes strategic decisions.

() HHEBER ()  Foreign currency translation
1] ThEEFIZI R B I (i) Functional and presentation currency
AE & & 88 & 51 7% 3R ltems included in the financial statements of
R ER YN ERE each of the Group’s entities are measured
EENEELBREDN using the currency of the primary economic
BE¥([Thee g% )stE - environment in which the entity operates
EHFHEHRERUAARE (the “functional currency”). The consolidated
(TAR®E )23 AR financial statements are presented in
BARNBHIEEEE KA Renminbi (‘RMB”), which is the functional
SEMIIEEE - currency for the Company and presentation
currency for the Group, respectively.
(ii) R 5 RAEek (ii) Transactions and balances
INEZ ZRAR 5 HRE Foreign currency transactions are translated
RMmE AR EE - BRT into the functional currency using the
BEEERPIRIEARD exchange rates prevailing at the dates of
WEREBE DA FREY the transactions. Foreign exchange gains
N BENMERFHEE and losses resulting from the settlement of
I ME X B B LA K 8 oh s =1 such transactions and from the translation
ENEEREEMEEUF at year-end exchange rates of monetary
REZBREELNELR assets and liabilities denominated in foreign
EEFERIER © currencies are recognised in the income
statement, except when deferred in equity
as qualifying cash flow hedges or qualifying
net investment hedges.
HEZ BHekReEE Foreign exchange gains and losses that
) 16 78 /9 SN 18 2 1E A1 related to borrowings and cash and cash
G N equivalents are presented in the income
HEANZT o M E A A statement within ‘finance income or cost’.
PEU S ERNERPE E M All other foreign exchange gains and losses
W55 | EEANRT - are presented in the income statement
within ‘other gains — net’.
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CATIC SHENZHEN HOLDINGS LIMITED

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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PRINCIPAL ACCOUNTING POLICIES
(continued)

(c)

(d)

Foreign currency translation (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 in other comprehensive
income.

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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162 CATIC SHENZHEN HOLDINGS LIMITED

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:

Buildings

Equipment and machinery
Motor vehicles

Mining structures®

20 to 35 years
510 10 years
5 to 6 years
10 to 20 years

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
reporting period.

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(k)).

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. Goodwill on
acquisitions of subsidiaries is included in ‘intangible
assets’. 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 goodwiill
relating to the entity sold.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

(e)

(f)

(9)

(h)

(i)

Goodwill (continued)

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 identified according to operating
segment.

Mining rights

Mining rights are stated at cost less accumulated
amortization and accumulated impairment losses.
Amortisation of mining rights is calculated on unit
of production method basis.

Investment properties

Investment property, principally comprising office
buildings, is held for long-term rental yields and is
not occupied by the Group. Investment property
is initially measured at cost, including related
transaction costs. After initial recognition at cost
investment properties are carried at fair value,
representing open market value determined at
each reporting date by external valuers. Fair
value is based on active property market prices,
adjusted, if necessary, for any difference in the
nature, location or condition of the specific asset.
If the information is not available, the group uses
alternative valuation methods such as recent prices
on less active markets or discounted cash flow
projections. Changes in fair values are recorded in
the income statement as part of a valuation gain or
loss in other income.

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.

Computer software

Acquired computer software programmes are
capitalised on the basis of the costs incurred to
acquire and bring to use the specific software.
These costs are amortised over the estimated
useful lives of 5 to 10 years on a straight-line

basis.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(i)

)

(k)

Computer software (continued)

Cost associated with developing or maintaining
computer software programmes which do not
generate economic benefits are recognised as
expense as incurred.

Construction-in-progress
Construction-in-progress represents plant 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)

U]

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 determines 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
categorised 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 comprise ‘trade
and other receivables’ and ‘cash and cash
equivalents’ in the balance sheet (Note 3(n)
and Note 3(0)).

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.

Management determines the appropriate
classification of its investments at the time
of the purchase and re-evaluates such
designation on a regular basis.
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CATIC SHENZHEN HOLDINGS LIMITED

3 PRINCIPAL ACCOUNTING POLICIES

(continued)
(1) Financial assets (continued)
(iii) Available-for-sale financial assets

(continued)

Regular way 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.

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’.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

U]

(m)

(n)

(o)

Financial assets (continued)

(iii) Available-for-sale financial assets
(continued)
As the range of reasonable fair value
estimates of available-for-sale financial
assets for unlisted securities, which cannot
be measured reliably, is significantly
wide and the probabilities of the various
estimates cannot be reasonably assessed,
the Group account for all its available-for-
sale financial assets for unlisted securities,
which cannot be measured reliably, at cost.

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 receivables are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

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.

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.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

(p)

(a)

(r)

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.

Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary
course of business from suppliers. Accounts
payable are classified as current liabilities if
payment is due within one year or less (or in the
normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

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.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

(s)

Current and deferred income tax

The tax expense for the period comprises current
and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to
items recognised in other comprehensive income
or directly in equity. In this case the tax is also
recognised in other comprehensive income or
directly in equity, respectively.

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 recognised, 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 substantively 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.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

®)

Current and deferred income tax (continued)

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.

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities
and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same
taxation authority on either the taxable entity or
different taxable entities where there is an intention
to settle the balances on a net basis.

Retirement benefit costs

The Group participates in a retirement and medical
insurance scheme organised by Municipal Social
Security Administration Bureau (“MSSAB”).
Pursuant to the relevant provisions, the Group is
required to make monthly contributions in respect
of the above insurance scheme to MSSAB 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,
MSSAB undertakes to assume the retirement
benefit obligations of existing and future retired
employees of the Group.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

v)

(w)

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.

Provisions

Provisions for environmental restoration,
restructuring costs and legal claims are
recognised when: the group has a present legal
or constructive obligation as a result of past
events; it is probable that an outflow of resources
will be required to settle the obligation; and the
amount has been reliably estimated. Restructuring
provisions comprise lease termination penalties
and employee termination payments. Provisions
are not recognised for future operating losses.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(w)

(x)

Provisions (continued)

Where there are a number of similar obligations,
the likelihood that an outflow will be required
in settlement is determined by considering the
class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with
respect to any one item included in the same class
of obligations may be small.

Provisions are measured at the present value of
the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects
current market assessments of the time value of
money and the risks specific to the obligation. The
increase in the provision due to passage of time is
recognised as interest expense.

Contingent liabilities

A contingent liability is a possible obligation that
arises from past events and whose existence
will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group; or a
present obligation that arises from past events
but is not recognised because it is not probable
that an outflow of resources embodying economic
benefits will be required to settle the obligation; or
the amount of the obligation cannot be measured
with sufficient reliability. A contingent liability is
not recognised in financial statement, but to be
disclosed by the Group, unless the possibility of
an outflow of resources embodying economic
benefits is remote.
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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 operations
Revenue from hotel operations is
recognised in the accounting period in
which the services are rendered.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(v)

()

Revenue recognition (continued)

(iv) Interest income
Interest income is recognised on a time-
proportion basis using the effective interest
method.

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

Borrowing costs

The borrowing costs that are directly attributable
to the acquisition and construction of a property,
plant and equipment that needs a substantially
long period of time of acquisition and construction
for its intended use commence to be capitalized
and recorded as part of the cost of the asset when
expenditures for the asset and borrowing costs
have been incurred, and the activities relating
to the acquisition and construction that are
necessary to prepare the asset for its intended use
have commenced. The capitalisation of borrowing
costs ceases when the asset under acquisition
or construction becomes ready for its intended
use, the borrowing costs incurred thereafter are
recognized in income statement. Capitalisation
of borrowing costs is suspended when the
acquisition or construction of a property, plant
and equipment is interrupted abnormally and the
interruption lasts for more than 3 months, until the
acquisition or construction is resumed.

For a borrowing that is specifically for the purpose
of obtaining a qualifying asset, the amounts of
borrowing costs eligible for capitalisation are the
actual borrowing costs incurred on that borrowing
during the period less any investment income on
the temporary investment of these borrowings.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(@)

(aa)

(bb)

Borrowing costs (continued)

For the other borrowings related to acquisition,
construction and production of a qualifying
asset, the amount of borrowing costs eligible
for capitalisation shall be the lower of the actual
borrowing costs incurred and the amount
of qualifying asset not financed by specific
borrowings multiplying capitalisation rate. The
capitalisation rate is the weighted average interest
rate of these borrowings.

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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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(cc) Financial guarantee

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because
a specified debtor fails to make payment when
due in accordance with the original or modified
terms of a debt instrument. After initial recognition,
an issuer of such a contract shall measure it at
the higher of the best estimate of the obligation
and the amount initially recognised less, when
appropriate, cumulative amortisation calculated to
recognise the fee income earned on a straight line
basis over the life of the guarantee contract.

4 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

()

Foreign exchange risk

The Group’s activities are principally
conducted in RMB. Although majority
of the Group’s assets and liabilities are
denominated in RMB, the Group is still
subject to foreign exchange risk arising
from future commercial transactions and
recognised assets and liabilities which are
denominated in non-RMB, including US
dollars, Japanese Yen, Euro 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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4 BEERERE &) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TEEKGE) (a)  Market risk (continued)

0 SNE a7 (48 ) (i) Foreign exchange risk (continued)
KEEAINET| B2 T The carrying amount of the Group’s foreign
EEREKAENS AL currency denominated monetary assets
HERAZIREBERT : and monetary liabilities at the respective

balance sheet dates are as follows:

—B-%F  -ITNE
+=A=t+-8 +ZA=t—H

31 December 31 December

2010 2009
ABBFT ARETFT
RMB’000 RMB’000
BE Assets
e UsD 800,214 527,585
BT HKD 26,795 39,465
BT EUR 43,519 2,508
Bt JPY 9,034 8,209
BT KRW 5,559 5,087
4t Total 885,121 582,854
afE Liabilities
¥ UsD 1,648,791 571,490
BT HKD 16,034 14,794
BT EUR 6,893 10,132
BT JPY 176,587 90,492
BT KRW 1,481 1,050
4t Total 1,849,786 687,958
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4 FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (continued)

(i) ShESE [ (42 ) (i Foreign exchange risk (continued)
TRETARELFBIN The following table shows the sensitivity
A E1 %R BRE DT - analysis of a 1% increase in RMB against
B RERE D HEBFE AN the relevant foreign currencies. The
BEENEKIEE & sensitivity analysis includes only foreign
FEZRSENEREEHIE currency denominated monetary items and

adjusts their translation at the year end for
the respective changes in rate.

—E-ZF —EENF
2010 2009
AR¥FT  ARETT
RMB’000 RMB’000
HETEEAE1% 1% appreciation in exchange
rate against US Dollar
FEYEEIE N Increase in the profit for the year 8,486 439
HAETEEAE1% 1% appreciation in exchange
rate against Hong Kong Dollar
FEWzRD Decrease in the profit for the year 156 247
HBUTEEFAE1% 1% appreciation in exchange
rate against Euro
FREWzEORD) /180 (Decrease)/increase in the profit for the
year (1,831) 381
HATEXAE1% 1% appreciation in exchange
rate against Japanese Yen
FEUEEE M Increase in the profit for the year 1,816 823
(ii) 1B 1R & fe (i) Price risk
REBTEATFESKRE @ The Group is not exposed to equity

{E&EpR o

CATIC SHENZHEN HOLDINGS LIMITED

securities and commodity price risks.
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FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)

(a)

(iii)

Cash flow and fair value interest rate risk

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 as at 31 December
2010 with all other variables held at
constant on the Group’s profit for the year.

A=
Interest rate
10% EFH 10% T
10% higher 10% lower
FEWRZECRL), /&M
(Decrease)/increase
in profit for the year

AR TFT ABREFT
RMB’000 RMB’000
FEFIREER Borrowings at variable rates
REE K AHG Charged/(credited) to finance costs
(Gt ) (0B B ML (net of amounts to be capitalised as
AIEE TR 2 F08) construction in progress) (21,428) 21,428

AEEBEZHERER
HAP M L2540 B8 -

2010F E s

The interest rates and terms of repayment
of borrowings of the Group are disclosed in
Note 25.
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—ZF+—-F=+—H As at 31 December 2010
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4

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.

The carrying amounts of trade and other
receivables represent the Group’s maximum
exposure to credit risk in relation to financial
assets. The top 5 customers accounted for
more than 32% of the balance of trade and
other receivables as at 31 December 2010
(2009: 36%).

The Group normally grants credit terms of
not more than 30 to 90 days to existing
customers without collaterals. Aging
analysis of the Group’s trade receivables is
disclosed in Note 20. Management makes
periodic collective assessment as well as
individual assessment on the recoverability
of trade and other receivables based on
historical payment records, the length of
the overdue period, the financial strength
of the debtors and whether there are any
disputes with the relevant debtors. The
Group’s historical experience in collection
of trade and other receivables falls within
the recorded allowances and the directors
are of the opinion that adequate provision
for uncollectible receivables has been
made.

Liquidity risk

The board of directors of the Group
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 BEEEEE ) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) WERERGE) (@  Market risk (continued)

V)  EEEzEE(E) (v)  Liquidity risk (continued)
THRIBBEERHKRTHAE The table below analyses the Group’s and
EAHBHBENDN B Company’s non-derivative financial liabilities
REBRARBHIEITE into relevant maturity grouping based on
i aEsAEBI A the remaining period at the balance sheet to
MRl - ZERMEENSE the contractual maturity date. The amounts
BAKKRKBERLSRK - A disclosed in the table are the contractual
RITEHNZERK R undiscounted cash flows. Balances due
+ =8 R NE| BB A & 87 48 within 12 months equal their carrying
ERHEIRE & - balances, as the impact of discounting is

not significant.
DIME 1% 2-58 58N
Less than Between Between Over s
1year 1and2years 2and>5years 5years Total
ABETL  ARETT  AREFL  ARETT  ARETZ
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
158 Group

R2010£128318 At 31 December 2010
&8 Borrowings 2,641,545 2,535,430 3,201,733 705,087 9,083,795
eV e Trade and other payables 3,267,087 - - - 3,267,087
AtERBERE Other non-current liabiltes 3,505 54917 84,738 34,169 127,859
5 Total 5,912,157 2,540,857 3,286,471 739,256 12,478,141

SRE 128 2-5% SELE

Less than Between Between QOver =t
Tyear 1and2years 2and5years 5 years Total
ARETL  ANEEFT  AREFT  ARETT  AREFR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

R200912531R At 31 December 2009
B8 Borrowings 2,100,979 799,894 4,529,039 500,248 8,630,160
BAREMERZ Trade and other payables 1,940,799 - - - 1,940,799
EftHnaat Other non-current liabilties - 8,560 91,267 35,337 135,164
) Total 4,641,778 808,454 4,620,306 535,585 10,606,123
2010F s FYPHEERBERA A 181
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4 FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (continued)

HENE LR R () v) Liquidity risk (continued)
PME 1-28 25% SENE
Less than Between Between Over #t
1year 1and2years 2and5 years 5years Total
AREFL  AEEFTT  ARETT  AREFT  AREFZ
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
KAF Company
R2010%128318 At 31 December 2010
e Borrowings 253,460 958,257 187,629 - 1,399,346
B 5 REMERT Trade and other payables 235,607 - - - 235,607
et Total 489,067 958,257 187,629 - 1,634,953
iNES 1-2F 2-5E SEE
Less than Between Between Over et
Tyear Tand2years 2and 5 years 5 years Total
NEEFT  NEEFT  AREFT  ABEfT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
20095127318 At 31 December 2009
Bg Borrowings 134,670 50270 1,064,810 - 1249750
BHREMERT Trade and other payables 426,113 - - - 426,113
et Total 560,783 50,270 1,064,810 - 1,675,863

HREIHHRE  AEE
nBEMEE(BRERE R
ReSEY BHREAM
FEU ) AR ANEBRE &
BABE(BRESMNEMLE
MR ERSEE)REER
HAREERE -

AHHRIR —FNEE
BENMABERERIMG
AAERRAEBRREEEQA
EEMEE - LEEMS A
TREBEIABEDNRE
AEEBELESR T AR
RGHETH SN EHE R
KEHBRERERBE MG
o

CATIC SHENZHEN HOLDINGS LIMITED

The carrying amounts of the Group’s
current financial assets, including cash
and cash equivalents, trade and other
receivables and the Group’s current
financial liabilities including trade and
other payables and current borrowings
approximate their fair values due to their
short maturities.

The nominal values less any estimated
credit adjustments for financial assets and
liabilities with a maturity of less than one
year 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
available to the Group for similar financial
instruments.
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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 debit.

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)

2010F E s

ReEEYAE - EARREIIIR less cash and cash equivalents. Total capital is
[ J(QDA13$§EX§T, E3IY) calculated as ‘equity’ as shown in the consolidated
e &8 balance sheet plus net debt.
NZE—ZEFR_FTFTNF+= The gearing ratios at 31 December 2010 and 2009
A=1T—RAZEXEBELERNT : are as follows:
—E-=F ZETNF
2010 2009
AR¥FT ARMT T
RMB’000 RMB’000
BEBEBE(Mt25) Total borrowings (Note 25) 8,021,658 7,102,801
B BeMReEED Less: cash and cash equivalents
(Hiit22) (Note 22) (1,728,245)  (1,056,811)
BEFEE Net debt 6,293,413 6,045,990
R Total equity 4,948,449 3,824,337
BAER Total capital 11,242,862 9,870,327
EARE FELH R Gearing ratio 56% 60%
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FINANCIAL RISK MANAGEMENT (continued)

(b) Capital risk management (continued)
The decrease in the gearing ratio in 2010 is
mainly due to the additional contribution of non-
controlling interests of Shenzhen Shennan Circuit
Company Limited (“Shennan Circuit”), amounting
to RMB48,314,000 and private placement of Fiyta
of RMB402,765,000 (Note 24(a)).

The Group has no financial instrument stated at
fair value as at 31 December 2010.

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.

(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.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(b)

(c)

Estimation of mineral resources reserves
Mineral resources reserves and the amortisation
method are key factors in the calculation of
amortisation of mining rights. Mineral resources
reserves are also an important element in testing
for impairment. Changes in mineral resources
reserves will affect amortisation recorded in
the financial statements for mining rights. A
reduction in proven developed reserves will
increase amortisation charges. Proven reserve
estimates are subject to revision, either upward
or downward, based on new information, such
as from changes in economic factors, including
product prices, contract terms, evolution of
technology or development plans.

Carrying value of mining rights and property,
plant and equipment

Mining rights and property, plant and equipment
are carried at cost less accumulated amortisation
and depreciation. 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 depreciation 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 to the
carrying value of the mining rights and property,
plant and equipment as at 31 December 2010.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(d)

(e)

(f)

De facto control in certain subsidiaries
Following a new share issue of Tianma
Microelectronics Co. Ltd. (the “Tianma”), a
subsidiary of the Group, and the implementation of
a share segregation reform scheme of Shenzhen
Fiyta Holdings Limited (the “Fiyta”), another
subsidiary of the Group, in prior years and the
non-public offering to particular investors of Fiyta
(Note 24(a)), the Group’s equity interests held in
these two subsidiaries fell below 50%. However,
the Group is able 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 despite its equity interests in these
two subsidiaries are below 50% and the Group
continues to report them as subsidiaries.

Investment property valuation

The Group’s certain investment properties are
located in areas where there are no active property
market, in such cases, the fair value is estimated
by discounted cash flow method, which involves
a number of key assumptions, including market
rents, occupancy rates, discounts rates. The
assumptions require the use of judgement and
estimates. Where the expectation is different from
the original estimate, such difference will impact
the carrying value of investment and fair value
gain/loss on investment property in the period in
which such estimate has been changed.

Recognition of deferred income tax assets
Significant judgement is required in determining
the provision for income tax. There are many
transactions and calculations for which the ultimate
determination is uncertain during the ordinary
course of business. Where the final tax outcome
of these matters is different from the amounts that
were initially recorded, such difference will impact
the income tax and deferred tax provision in the
period in which such determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that future
taxable profit will be available against which the
temporary differences or tax losses can be utilised.
The outcome of their actual utilisation may be
different.
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SEGMENTAL INFORMATION

The chief operating decision-makers have been identified
as the board of directors of the Company. Management
has determined the operating segments based on the
reports reviewed by the board of directors that are used
to make strategic decisions.

The board considers the business from a product
perspective. The Group is organised into eight business

segments:

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

o Clocks and watches retailing — retailing sales of
branded quartz timepieces

o Liquid crystal displays — manufacture and sales
liquid crystal displays

° Printed circuit boards — manufacture and sales of
printed circuit boards

o Cable television equipment — manufacture and
sales of cable television equipment

° Investment properties — rental services under
operating leases

° Hotel management — operating hotels and provide
related services

° Resources — mining and sales of minerals
The segment information provided to the board of

directors for the reportable segments for the year ended
31 December 2010 is as follows:
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D EER (@)
AEBNS HENITWT :

HREE it
Clocks and watches ~ Clocks and watches
Manufacturing Retailing

CE3-3F D3I C8-3E CIEE
w0 am w0
ABETT NEETE ABMTR ARETR

SEGMENTAL INFORMATION (continued)

An analysis of the Group’s segmental information is as

6
follows:
HEERE DHERR ERERRR
Liquid Printed Cable television
crystal displays circuit boards equipment

2010

09 210

209

2010

2009

RREE4E

Investment properties

210

200 2010

il
Hotel

209

BEER
Mining resources
Z%-2F CREAF C3-%F CTRAE CR-BF CTIAE C3-3F CTRAE CR-3F CEIRNE CR-3% CRENF CR-3F CREAF C3-%F CTIAE

20

209

FARLEER
Unallocated it
corporate items Total

2010

09 20 209

ARBTR \EETT ABRTT ARETT ARBTR AGKTT ABRTT ARETT ARBTR ABEFT ARMTT ARETT ARBTR ARETT ARMTE ARETT

RMB'000  AMBOOO RMB0O0 AMB'OO0 RMBYOO0 RVB'OOD RMB'0OO0 AMBOO0 AMBOOO RMBOO0 RMB'000 RMBUOO RMBOO0 RMBOO0 RMBOO0 AMBOOO RMB'000 RVBO00 RMBYOOO AVBY0O
WA Revenue 4970 168665 1450838 965138 3321736 2181111 1578891 1167930 4745 2040 126042 115009 - 8379 189529 433682 - - 6,064551 5092883
Results
Segment results 36,020 24044 73185 48307 138355 [2324%0) 150,809 105,795 1,040 1201 4825 54562 (26)  (13%6) (43,086) (83309  (51,129) (37809 349,799  (121,055)
Other income (Note 29) 486 1298 1020 573 166668 30959 36102 30667 i) 1,681 112 7460 (1198 @310 2451 0761 7,18 (670 220721 105,381
Other gains-net (Note 30) - - - - 4% - - - - - - - - - 00 - - 8301 7204 8301
Fair valug gein on
investment properties
o 11 e N (7 1
Operafing profi/foss) 36512 25342 405 54041 305067 [(01531) 186911 136462 1914 2072 126363 127640 (1424 (3666 31395 (2638 (43043 (0378 77000 58244
Finance costs, net (Note 33)
(1,108) (62 (32432 (1443 (116472) (141633 (16,335 (13702 (680)  (2540) (12318 (34085 (40773 (3078 (34199 (3263 (68,823 (60,994 (323,340 (358484)
Share of resuis of assocites
21 (Note 14) - - - - (182 - - - - - - - - - - - 63050 11301 61228 11301
HERIER)/ Income tax charge) credit
UGS oled) BSX) QI (T8N (1AM @67 05 @6 0% 8 [ (5 e L I - Y R
ERER/(58)  Profit/ foss)fortheyear 29579 20498 23959 21274 150028 (290779 148740 101761 1128 (18) 88deT 69857  (&2197) (4343)  (7363) (80798  (49,76)  (88.%81) 342590 (288780)
s Oiher normation
AUEE Segment assefs 73238 293750 1215882 896047 7773091 6619922 2161610 1525085 47,087 388%6 1,011,781 1052748 1,063,066 951305 1,648,878 1621568 760486 57,245 16,473,064 13057437
FBEDEZRE  Ivestments i assocites
(Kt (Note 14) - = 1,000 - 171809 = - = - = 350 = - - 10500 - 604690 568917 704349 568917
#2E Total assets 73,288 293751 1276882 896947 7950900 6619922 2161610 15250380 47087 38896 1012131 1082748 1,063,066 951305 1,659378 1621588 1365176 626,162 17,267413 13,626,354
#5f Total iabites T8 33950 269140 160899 5480835 4542497 1344585 871798 44073 36919 2116962 1245605 9959 812162 1,126,784 997351 1,750,638 1,100,586 12318964 9802017
LS Capital expenditure 26900 19681 41385 35212 1263398 901600 209,886 125890 602 129 1586 13009 304706 45871 406308 84964 13 o1 2353874 1227342
#RERL Norv-cash expenses
-0 BER - Deprecition of property,
RilE plant and equipment
(Hts1) (Note 31) 1626 16334 25239 16764 313573 305007 104085 83043 315 330 13799 519 - 6479 44366 34416 1,169 1041 518802 464842
~HiERERE - Amorsaton of knd use
(K31 rights (Note 31) - 461 - - 6% 38 450 37 - - o - - - 3 m - - sM8 4T3
~SERE/(BT) - Povision foreversal o
(hits1) bad debs (Note 31) 595 Rl 1926 = 3108 46244 9,850 97 162 2 397 101 - - 4san) 19% - - 14 60591
-BERS(BE)/ - (Reverse of /provsion for
R&hzsr) nventory obsolesoence
(Note 31) 5,857 923 42 - (1853%) 9312 (2669) 1486 (46) (144) - - - - - - - - (49 979t
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6 DEBER (&)

6 SEGMENTAL INFORMATION (continued)

WEDHNEELRAEELRNOT ¢ Reportable segments’ assets are reconciled to total assets
as follows:

—E-=F —FEENF

2010 2009

ARMTF T AR FT

RMB’000 RMB’000

DEPE E Segment assets 16,415,974 13,000,192
ROEE Unallocated:

REEENA 2 ”E Investments in associates 794,349 568,917

AtHEeMEE Available-for-sale financial assets 27,579 2,098

Re MR EEY Cash and cash equivalents 20,203 44,615

ME - BENEE Property, plant and equipment 9,308 10,463

HimEhEE Other current assets - 69

BEEAGBRBEE Total assets per balance sheet 17,267,413 13,626,354

BEDHNAEREABEHRNOT Reportable segments’ liabilities are reconciled to total

liabilities as follows:

—E2-%F ZTTNF

2010 2009

AR¥T T AR FT

RMB’000 RMB’000

DEPEE Segment liabilities 10,848,194 8,701,431
ROEE Unallocated:

ER= Borrowings 1,300,000 994,000

H fth FE (T RRIB Other payables 170,770 106,586

EEABRAEAE Total liabilities per balance sheet 12,318,964 9,802,017
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6 SEGMENTAL INFORMATION (continued)

The Group entities are principally domiciled in the PRC.
The result of its revenue from external customers in PRC

and other countries and districts are disclosed below:

—E-EF —ETNF
2010 2009
AR¥FT ABREFT
RMB’000 RMB’000

'ON Revenue
A [ A3t Mainland China 4,653,966 3,136,651
B Hong Kong 880,287 1,352,916
(HES Europe and America 660,038 364,668
RO MEREDR East and Southeast Asia 770,260 235,650
EMExR Other countries - 2,998
MR EZERA Total revenue per income statement 6,964,551 5,092,883

WATREPAERZETOR -

Revenue is allocated
customers are located.

based on the country in which

—E-ZF ZETNF
2010 2009
AR¥TF T AR FIT
RMB’000 RMB’000

HWEE Total assets
B (A 3t Mainland China 16,057,688 12,979,684
BB Hong Kong 361,838 55,339
HES Europe and America 45,912 15,553
REREMIE East and Southeast Asia 7,626 6,861
16,473,064 13,057,437
REEERNA) 2" E Investments in associates 794,349 568,917
BERAEBERAEAE Total assets per balance sheet 17,267,413 13,626,354
REEREEMMEHETHA o Total assets are allocated based on where the assets are

located.

CATIC SHENZHEN HOLDINGS LIMITED
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6 DEBER (&)

6 SEGMENTAL INFORMATION (continued)

—2-BF C—EThE

2010 2009
AR¥FT AREFT
RMB’000 RMB’000
BN H Capital expenditure
B A it Mainland China 2,346,076 1,226,333
&% Hong Kong 7,763 980
B3 Europe and America 35 29
2,353,874 1,227,342
BEARMS MR EEMEEITHR ° Capital expenditure is allocated based on where the
assets are located.
WAHBALAT - Revenue consists of the followings:
—E-EF —ETNF
2010 2009
AR¥FTT AREFT
RMB’000 RMB’000
2EBA DT Analysis of revenue by category
BEniEE Sales of goods 6,841,227 4,968,575
WA Rental income 123,324 115,929
B JE A8 A Hotel operating income - 8,379
NEESE PN Total revenue per income statement 6,964,551 5,092,883

2010F E s
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T Hh{E AR LAND USE RIGHTS
Group
—E-=F —FEENF
2010 2009
AR¥TFIT AREFir
RMB’000 RMB’000
R—A—RZRmFE Net book value at 1 January 700,246 687,277
NE Additions 25,635 30,763
Wk B~ B (HaE47) Acquisition of subsidiary (Note 41) 34,591 =
By Amortisation (21,447) (17,794)
HEM B AT (H15439) Disposal of subsidiaries (Note 39) (19,754) =
RT_A=+—BZIREFE Netbook value at 31 December 719,271 700,246
BEMHERE Representing by nature:

KEMEEE Investment properties 13,208 13,702
Hih % Other properties 706,063 686,544
719,271 700,246

THERAMERELEZIRED A
B EARKS24800 T (ZEE
NE : AR®4,713,0007T) B AR
13,199,000 c( ZEZ N &F : AR K
13,081,0007T) °

AEEZ LHERESURTERA -
I T AR B B 3 B IR B R T30 =50
FEAH - ZPHBERL 2 B -

RNR—ZE—FTF+_HA=+—H8  &F
BTEERARERBBRAEEEARA
AI(ERER ) EmMFENARK
470,140,000 L (ZEZE N F : ARK
482,724,0007T ) By - H AR K H0F
AEWMEFRHBRAR(( EEXE])
BRAEFELOAREE119,715000C(=F
THE 0 AR122,336,0007T ) K £ i
FREEERR BHECDEBREE 2B
BT FE25 ©

CATIC SHENZHEN HOLDINGS LIMITED

Amortisation charges of RMB8,248,000 (2009:
RMB4,713,000) and RMB13,199,000 (2009:
RMB13,081,000) were included in the administrative
expenses and capitalized in construction in process for
the year respectively.

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

As at 31 December 2010, certain bank borrowings were
secured by the land use rights of Guangdong International
Building Industrial Co., Ltd. (“GIB Company”) at the net
book value of approximately RMB 470,140,000 (2009:
RMB482,724,000) and the land use rights of Shanghai
Tianma Microelectronics Co., Ltd. (“Shanghai Tianma”)
at the net book value of approximately RMB119,715,000
(2009: RMB122,336,000). Details of the secured
borrowings are in Note 25.
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RIERE MINING RIGHTS
rEE
Group
—E-FF —EENF
2010 2009
AREFTT AR FIT
RMB’000 RMB’000
R—A—RZEm3FE Net book value at 1 January 541,153 569,488
INE Additions 14,945 -
WHEM B AR (B7t41) Acquisition of subsidiary (Note 41) 65,256 -
HEKBRE (H17239) Disposal of subsidiaries (Note 39) (75,529) =
B Amortisation (11,796) (28,334)
R+-A=+—BZEmEFE Net book value at 31 December 534,029 541,154
et EE Change of accounting estimate:

E2010F1A1HE » REBEGFEBEED
B ARERFAEREARTEE X - B2
EBEPRRKNEEEREEE B TMHE
BERFAR A A RIS G E & im AR
B AEBEESTERALIEEEESE
RN R R G EFEHHBEELS -
HREEETNEE  EFNEEER
AT AR¥A16, 850,0007T °

EHFBERCEENARITHRERD R
STAE IS &% A R®10,027,0007T
—EFAEFE . ARME24,183,0007T )
M AR®1,769,0007T ( ZFEZENF : A
R#4,151,0007T ) °

R-ZZT—ZTF+=-A=+—8 A&H
ERAEE i DA T AR

— bR EFE A AR 219,776,000
T (ZZ2EZENF : ARK
215,930,0007T ) 2 BEHE 2 FRHEHE
W R EIEX2.4553FF F AR - fiI
RPEEmEEAMREIE -

2010F E 3

From 1 January 2010, the Group changed the
amortisation method of mining rights from straight line
method to unit of production method. Management
expected that the future production volume of mineral
resources will fluctuate largely with the change of the
way of resources exploitation and the market condition.
The board of directors of the Group believe that the
unit of production method will reflect more fairly of the
patterns of consumption of the future economic benefits.
As a result of the change of accounting estimate, the
amortisation charge in current year decreased by
RMB16,850,000.

Amortisation charges of RMB10,027,000 (2009:
RMB24,183,000) and RMB1,769,000 (2009:
RMB4,151,000) were included in the cost of goods sold
and administrative expenses in the consolidated income
statement for the year respectively.

As of 31 December 2010, the mining rights of the Group
mainly comprise the following:

- The mining rights of the phosphorus mine of
a net book value of RMB219,776,000 (2009:
RMB215,930,000) has a site area of approximately
2.4553 sqg. km. It is located in Dongchuan District,
Kunming Prefecture of Yunnan Province, the PRC.
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HRiERE2)

— bR M OF B A R ¥ 247,466,000
T(ZEZEAF : AR
258,395,0007T ) 2 #11% « $RE #
W EEL284,526 F F A E L
RPESEESAHMR AR -

— bR M FE A A R %66,787,000 7T
ZETNF T ) 2BEIR
BESNEEL68FHIRE

R BREERLERTR/IE -

MINING RIGHTS (continued)

- The mining rights of a potassium mine of a
net book value of RMB247,466,000 (2009:
RMB258,395,000) has a site area of approximately
284,526sq. km. It is located in Lenghu District,
Haixi Prefecture of Qinghai Province, the PRC.

= The mining rights of a phosphorus mine of a net
book value of RMB66,787,000 (2009: Nil) has
a site area of approximately 6.85 sq. km. It is
located in Dongchuan District, Kunming Prefecture
of Yunnan Province, the PRC.

[EES GOODWILL

AEE
Group
ARBF T
RMB’000

BE-_TETNE+=-A=+—HLEE Year ended 31 December 2009
FH) R AR EFE Opening and closing net book amount 5,240

BE-_FT—ZT5+-A=+—HLEE Year ended 31 December 2010
FY) R FRREFE Opening and closing net book amount 5,240

EEEHN2008FWEFT ETHMERE
RAB([EETMEREHD - FF
PHRERZ AT E S RREREETE
Rl ERERANEREEMLERERFZ
MBI SR Z RS IR -

EEREREBERBUREYUMERE
ZTEERmE T BT 2B FIE - FRBZ
TR ERI5%(ZETNF :17%)
HERRERF 2B B - ARBZ
BRI E12% (T NF : 12%) AFLA
BRIRE - WRELEBHMBE R EEE
BB ERER - LRENRE - K
RREERAEABRBIM_HELE
ZEEHERERME o

CATIC SHENZHEN HOLDINGS LIMITED

The goodwill was arisen from the acquisition of Qinghai
CATIC Resources Company Limited (“Qinghai CATIC
Resources”) in 2008. The recoverable amount of Qinghai
CATIC Resources 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 the estimated gross margin
based on past performance and its expectations for
the market development. The weighted average growth
rate of 15% (2009: 17%), which is consistent with the
forecasts included in the industry reports. The discount
rate of 12% (2009: 12%) is pre-tax and reflects specific
risks relating to business operated by Qinghai CATIC
Resources. The directors of the Company consider that
no impairment charge was required after performing the
impairment assessment.

ANNUAL REPORT 2010



B & #R F Bif 5 Notes to the Financial Statements
RZZE—FF+-H=-+—H As at 31 December 2010

10 Y% BERRZE 10 PROPERTY, PLANT AND EQUIPMENT
AREE Group
“B-%f
2010
BERRE
Machinery RE FREEY
B3 and Motor Mining %
Buildings equipment vehicles structures Total

ARRFR ARRFR ABRFT  AREFZ AERFR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

EZ2010512831ALEE  Year ended 31 December 2010

A Cost
L)) At beginning of year 2,360,468 3,845,643 65,817 134,573 6,406,501
ERIBEAHH12) Transfer from construction-

in-progress (Note 12) 641,304 1,363,771 2,761 9,432 2,017,358
WEERB AR M4 Acquisition of subsidiary (Note 41) - 8,541 194 - 8,735
hE Additions 92,383 278,938 10,854 71,244 453,419
BRERBERWEMF11)  Transfer to investment

properties (Note 11) (17,658) - - - (17,658)
ERSERTRWH12) Transfer to construction-

in-progress (Note 12) (232,324) (6,945) - - (239,269)
WERBARH239) Disposal of subsidiaries (Note 39) (1,325) (4,462) (1,784) (14,160) (21,731)
e Other disposals (44,111) (44,269) (4,120) (1,244) (93,744)
EX Atend of year 2,798,827 5,441,217 73,722 199,845 8,513,611
2iHE Accumulated depreciation
) At beginning of year 307,551 1,039,796 37,701 6,612 1,391,660
REER Charge for the year 116,196 390,500 6,495 5,611 518,802
BREERIRMH12) Transfer to construction in progress

(Note 12) (7,349) (2,016) - - (9,365)
ERERBERWEMF11)  Transfer toinvestment

property (Note 11) (7,477) - - - (7,477)
ERBARH239) Disposal of subsidiaries (Note 39) 87) (784) (489) (926) (2,286)
At Other disposals (42,548) (28,248) (3,926) (912) (75,634)
EX Atend of year 366,286 1,399,248 39,781 10,385 1,815,700
REFE Net book amount
ER Atend of year 2,432,541 4,041,969 33,941 189,460 6,697,911
i) At beginning of year 2,052,917 2,805,847 28,116 127,961 5,014,841
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10 Y% BERXE#) 10 PROPERTY, PLANT AND EQUIPMENT
(continued)
RER(E) Group (continued)
e K3
2009
BEREE
Machinery 8 RREEY
BF and Motor Mining Pk
Buildings equipment vehicles structures Total
NEEFT ANEEFT NEETT ANEEFT ANEEFT
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
BZ2009F12831ALEE  Year ended 31 December 2009
A Cost
) At beginning of year 2,347,208 3,648,000 62,471 125,669 6,183,348
ERIREBAMZL) Transfer from construction-
in-progress (Note 12) 80,070 51,057 - 100 131,227
BIHE Reclassification (64,659) 64,659 - - -
RARE Cost adjustment (88,716) - - - (88,716)
REEEWEBANZ1)  Transfer from investment properties
(Note 11) 44,107 - - - 44,107
RE(Wit40) Additions (Note 40) 51,428 127,071 6,205 8,804 193,508
ERTRAUEMENE17)  Transfer to investment properties
(Note 11) (3,964) - - - (3,964)
HE Disposals (5,000) (45,144 (2,859) - (68,009)
£X Atend of year 2,360,468 3,845,643 65,817 134,573 6,406,501
RitHE Accumulated depreciation
) At beginning of year 232,167 697,762 32,434 5,939 968,302
BN Reclassification (4,015) 4,015 - - -
AERER Charge for the year 86,105 370,821 7,519 673 465,118
BESRBUMEWEE11)  Transfer to investment properties
(Note 11) (1,721) - - - (1,721)
e Disposals (4,985) (32802 2,259) - (40,039)
FX Atend of year 307,551 1,039,796 37,701 6,612 1,391,660
REFE Net book amount
FX Atend of year 2,052,917 2,805,847 28,116 127,961 5,014,841
&) At beginning of year 2,115,041 2,950,238 30,037 119,730 5,215,046
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10 Y¥ - BERREE) 10 PROPERTY, PLANT AND EQUIPMENT
(continued)
i/ | The Company
—E-%%
2010
BERRE
Machinery AE
BF and Motor Fab
Buildings equipment vehicles Total
ANBEFT ANEEFT ARKEFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
HZ2010F12A31HLEE  Year ended 31 December 2010
B Cost
E1) At beginning of year 21,925 1,634 4,107 27,666
INE Additions - 12 - 12
e Disposal (2,925) - - (2,925)
FX At end of year 19,000 1,646 4,107 24,753
ZitHE Accumulated depreciation
F4) At beginning of year 13,161 244 3,798 17,203
KEEFE Charge for the year 855 42 270 1,167
HeE Disposal (2,925) - - (2,925)
FR At end of year 11,091 286 4,068 15,445
R E FHE Net book amount
FX At end of year 7,909 1,360 39 9,308
E1) At beginning of year 8,764 1,390 309 10,463

2010F E 3
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¥ BMERKZEE) 10 PROPERTY, PLANT AND EQUIPMENT
(continued)
PN/ The Company
—TTNE
2009
P
Machinery AE
¥ and Motor BEt
Buildings equipment vehicles Total
ARETFT ARETFT ARETr AREFT
RMB’000 RMB’000 RMB’000 RMB’000
HZ2009512A31HILLEE  Year ended 31 December 2009
B Cost
E4) At beginning of year 21,925 657 4,107 26,689
NE Additions - 977 - 977
N At end of year 21,925 1,634 4,107 27,666
ZitiTE Accumulated depreciation
=) At beginning of year 12,303 58 3,798 16,159
REEHR Charge for the year 858 186 - 1,044
FX At end of year 13,161 244 3,798 17,203
REFHE Net book amount
FX At end of year 8,764 1,390 309 10,463
F1) At beginning of year 9,622 599 309 10,530

AEE BT  BEMRRBREMYE

THIR R IE S BB

CATIC SHENZHEN HOLDINGS LIMITED

The buildings, plant and equipment and other properties
of the Group were stated at historical cost.
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W% BERREE)

rEH
ﬁ%%ﬁEMT“*ﬂP BEREHREAER

PROPERTY, PLANT AND EQUIPMENT
(continued)

The Group

Depreciation charge was capitalised or expensed in the
following categories:

—E-EF —ETNF

2010 2009

AR¥TFT ABREFT

RMB’000 RMB’000

HEMAA Cost of goods sold 427,696 383,074
THEHR Administrative expenses 71,244 68,374
HEEH Distribution costs 19,315 13,394
EETRE Construction in progress 547 276
518,802 465,118

AEBZABARTHURNTEER -

—E-ZEF+-A=+—8"  BFR
BERASHMEFROHERAT(X
5 1) REFEDH AR 141,847,000
T(ZZEZNF + AR 146,682,000
TTOMETF - EBRSEEFENAR
¥ 678,245,000 L (ZZEZENLF : AR
¥ 680,902,000 7T ) M IEF « R R #
BOUKEEBEBERFENARE
578,196,000 T (ZEZ N F : AR
223,850,0007T ) MEFIEEE - BED
EIREE 2 S IEENHEE25 ©

i
17

HZE2010F12A31H ' (REFEASA
R # 980,339,000 7T (2009 FF : A R #&
535,357,0007T ) B & FF 1) /2 7 35 1) 7£ 3%
HEH o

2010F E 3

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

As at 31 December 2010, certain bank borrowings were
secured by the buildings of Tianma Microelectronics Co.,
Ltd. (“Tianma”) at the net book value of approximately
RMB141,847,000 (2009: RMB146,682,000), the
buildings, equipment and machinery of Shanghai Tianma
at the net book value of approximately RMB678,245,000
(2009: RMB680,902,000), and the buildings of GIB
Company at the net book value of approximately
RMB578,196,000 (2009:RMB223,850,000). Details of the
secured borrowings are in Note 25.

As at 31 December 2010, title certificates of buildings
with net book value of RMB980,339,000 (2009:
RMB535,357,000) were still in the progress of being
obtained.

AP mEERGERAR 199



B 7% #R & Bif 5 Notes to the Financial Statements
RZE—FF+-H=+—H As at 31 December 2010

11

200

REMEME 11 INVESTMENT PROPERTIES
rEE
Group
—E-EF —ETNF
2010 2009
ARETFTT ABREFIT
RMB’000 RMB’000
AREE At fair value
—RA—BHV&EH Opening balance at 1 January 1,022,221 992,838
YE - BB MKEREEA Transfer from property, plant and equipment 27,584 2,243
NE Additions 4,918 8,265
AREEZEFKRE Net gain from fair value adjustment 74,406 65,617
B BB NERE Transfer to property, plant and equipment
(H1z£10) (Note 10) - (44,107)
e Disposals - (2,635)
T A=+—HEREEH Closing balance at 31 December 1,129,129 1,022,221
(a) KEMEHECZHRAERZIIR (a) Amounts recognised in profit and loss for
NN investment properties are as follows:
—E-EF —ETNF
2010 2009
ARKFT AR FT
RMB’000 RMB’000
HEWKA Rental income 126,042 115,929
ELXHEWAZ HEYME  Direct operating expenses from property
ZEEELEN that generated rental income (41,222) (19,449
TEARSEWAZ XY Direct operating expenses from property
ZEEZBZEBH that did not generate rental income (36,879) (28,439)
47,941 68,041
(b) HEER (b)  Valuation basis

—E-TFZEHTIEN G E
REENBERARAMNBILAT
fli o FHEERKD
MERNESE S 2HABRRFER
7 BERE - - EREAR
R EEEENREYFEE R
5T B BIE °

BEEZ

The 2010 revaluations were based on independent
assessments made by China United Assets
Appraisal Co., Ltd. The valuations represented the
fair value amounts for which the properties could
be exchanged between willing parties in an arm’s
length transaction, based on current prices in an

active property market for similar properties in the
same location and condition and subject to similar

leases.

CATIC SHENZHEN HOLDINGS LIMITED
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11 REMHEMES)

(c)

(d)

2010F E 3

FERBIEFEE
R=ZE—ZTF+=-_A=+—8 -
ETHROTEEHAEENBER
AERBEBEAARBEEOARYE
626,759,0007L( ZEZENF : A
R #576,749,00070) ML & &
WEEERR BHECEREEZ
FIEH A MIE25 -

HEWHE
REGEHERBRHEEHE
HETFAEBA - ARAZAXM
HE o

ERAREMBRETERIRE
HEME TR HEKEHEET
B RERKEERRNT -

11

INVESTMENT PROPERTIES (continued)

(c)

(d)

Non-current assets pledged as security

As at 31 December 2010, certain bank borrowings
were secured by the investment properties of the
GIB Company at the fair value of approximately
RMB626,759,000 (2009: RMB576,749,000) for
the GIB Company, a subsidiary of the Group.
Details of the secured borrowings are in Note 25.

Leasing arrangements
Certain investment properties have been leased
to tenants under long-term operating leases with
rentals payable monthly.

Minimum lease receivables under non-cancellable
operating leases of investment properties not
recognised in the financial statements are as
follows:

—E-FF —TTNF

2010 2009

AREFTT ARBF T

RMB’000 RMB’000

—EPUR Not later than one year 67,659 56,801
—FEA ERFURN Later than one year and not later

than five years 58,175 79,867

125,834 136,668

ENHEER ZIRE Present value of the lease receivables 111,833 117,447

BhE WA Financial income 14,001 19,221

125,834 136,668

REBOHKREMEMES LR
BIEA o

The investment properties of the Group are

situated in the PRC.
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11 REMEMES) 11

(e 2010F ' REAFEAARE
10,181,000 7t B B £ & # &
BEREEEMHE - HEEZEZ
H BEMNAAEBEEAARK
27,583,0007T - fE#EE 2 HHAQ
AfEEHREAFEZEH(ARE
17,408,0007T ) £ H b 4R & Wz

INVESTMENT PROPERTIES (continued)

(e)

In 2010, owner-occupied property with net
book value of RMB10,181,000 was transferred
to investment properties. As at the date of
transfer, the fair value of the property amounted
to RMB27,583,000. The difference between
the fair value and net book value at the transfer
date of RMB17,403,000 was recorded in other

AR o comprehensive income.
12 #EEBRIE 12 CONSTRUCTION-IN-PROGRESS
AEE
Group
—E-ZF —ETNF
2010 2009
AR¥FT ARETT
RMB’000 RMB’000
F7) At beginning of year 1,005,292 160,038
Y -« R MR A (H15270) Transfer from property, plant and equipment
(Note 10) 229,904 -
W BB BN R (ATaE41) Acquisition from subsidiary (Note 41) 68,382 =
NE (K@) Additions (Note (a)) 1,640,996 979,209
HEEYE BB NRE Transfer to property, plant and equipment
(Hia£10) (Note 10) (2,017,358) (131,227)
HENB AR (A7£39) Disposal of subsidiaries (Note 39) (32,414) =
HeE Disposals (1,256) (2,728)
FR At end of year 893,546 1,005,292

@ AREXZEEEERE EEBN
R BT A2 OB ©

by RKZZE—ZFF T AEEZIEN
BEARELEBTERFNERBARE
62,724,000 (ZZZNF : AR
#58,364,00070) * EARNEFI XA
413%(ZZFZNF : 5.11%) °

202 CATIC SHENZHEN HOLDINGS LIMITED

Included in the additions are mainly costs
incurred for the construction of production plants,
modernisation and renovation projects.

Bank loan interest capitalised in the construction
in progress in 2010 amounted to RMB62,724,000
(2009: RMB8,364,000) and the capitalised interest
rate was 4.13% (2009: 5.11%).
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13 RHEBARZKRE

13 INVESTMENTS IN SUBSIDIARIES

¥ /N
Company
—2-FF C—TTNF
2010 2009
AR¥FT AR FIT
RMB’000 RMB’000
& TR Investments at cost:
— ARG — shares in listed companies 432,838 352,838
—3EEmRRMHD — unlisted equity interests 1,212,223 1,212,223
—RA — impairment (11,050) (11,050)

1,634,011 1,554,011

RZE—FBFE+-_A=+—H  £H2
R D 2 T EL A AR¥S5,978,508,000
T(ZEZNF : AR¥3,198,346,000
JL) °

R-ZE—ZF+_HA=+—H  AQF
R = ZH B AR A s (R
NAEERRZLENB AR (R F BT
M/ R EREEF R RS A EHEE

As at 31 December 2010, the market value of shares
in listed companies approximated RMB5,978,508,000
(2009: RMB3,198,346,000).

As at 31 December 2010, 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 constitute a material portion

FaER(EEERLH) - of the assets or liabilities of the Group (all incorporated/
established and operated in the PRC):
Bk
Date of
WEAREH incorporation/ it RS ZRER TEER TEER
Name of subsidiary establishment Attributable equity interest Registered capital Type of legal entity Principal activities
It ZEENE
2010 2009
EH BE  BE i
Direct Indirect  Direct Indirect

AEMBTROEMRAT 1983F11A8E  45.62% - 45.62% - AR®574237500m  RABRAR RERHERRETRS

([RE DA 8 November 1983 RMB574,237,500 (BIER BT FfAT)  Manufacture and sales
Tianma Microelectronics Joint stock company of liquid crystal

Co., Ltd. (‘Tianma") (listed on the Shenzhen  displays

Note(a) Stock Exchange)
RmARERERAR  198457A3F  88.35% - 95% - AR®139,8000000 BREFAA RERHEEIHERIR

([FEEE]) 3 July 1984 RMB139,800,000 Limited liability company ~ Manufacture and sales
Shenzhen Shennan Circuit of printed circuit

Co., Ltd. (“Shennan boards

Circuit”)
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RHBRA2RE#E)

WELARER

Name of subsidiary

ATREE(RE)RA
BRAA(TREE])
Hizte)

Shenzhen Fiyta Holdings
Limited (“Fiyta”)
Note(a)

A ERAREREM
ARAR(BE])

Shenzhen Maiwei Cable
TV Equipments Co., Ltd.
(‘Maiwei")

AP RERERAR
(TR

Shenzhen CATIC
Resources Co., Ltd
(“CATIC Resources”)

ERERAEERERAT
(TEREBAE)

Guangdong International
Building Industrial Co.,
Ltd. (‘GIB Company”)

FERERETRA
BRAA( HERS])
Shanghai Tianma
Microelectronics
Co., Ltd. (“Shanghai
Tianma”)

13
B Ak
Date of
incorporation/ P R
establishment Attributable equity interest
= i “TINE
2010 2009
Ef ik E# i

Direct Indirect  Direct Indirect
1990%3A30H  41.49% - 44.69% -
30 March 1990
199148A3H 60% - 60% -
3 August 1991
200759AR17H 100% - 100% -
17 September 2007
200914310 75% - 75% -
31 January 2009
2007E4A7R 21% 30% 21% 30%
7 April 2007

CATIC SHENZHEN HOLDINGS LIMITED

HRER

Registered capital

AR280,548,4797C
RMB280,548,479

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

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

AR416,459,4177C
RMB416,459,417

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

TEER
Type of legal entity

BROERRF R RERHEEE
BRHLAAR) Manufacture and sales
Joint stock company of watches and
(isted on the Shenzhen  clocks
Stock Exchange)
RAM% RERFERRER
Contractual joint venture R 7 BF TS
Manufacture and
sales of electronic
components of
cable television
appliances
BAt% EREH
Wholly owned company  Resources business
REAR% BERNEEE
Contractual joint venture  Hotel and property
operations
RAM% RERHERRETS
Contractual joint venture  Manufacture and sales
of liquid crystal
displays
ANNUAL REPORT 2010
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13 RHBARIZ®RE#E) 13 INVESTMENTS IN SUBSIDIARIES (continued)
/BB E
Date of
WEARERE incorporation/ FriERERE AMER TEER TEEK
Name of subsidiary establishment Attributable equity interest Registered capital Type of legal entity Principal activities
—g-2fF =
2010 2009

EE mE BB ik
Direct Indirect Direct  Indirect

FETHERARAR  2007F5/16H - 100% - 100%
(BB mER) 16 May 2007

Qinghai CATIC Resources
Co., Ltd. (“Qinghai
CATIC Resource”

RBREUHEFRA 200859A118 - 3% - 30%
BRAT([FBRS]) 11 September 2008
ViG]
Chengdu Tianma
Microelectronics
Co., Ltd (“Chengdu
Tianma”) Note(a)

EMARMEERAT  201069A15H - 51% = -
([2m4aEl) 15 September 2010

Yunnan Hongfu Fertilizer
Company Limited
(“Yunnan Hongfu")

Hisz - Notes:

@  AEERZEHNELRZREER @
50% o AT + A AT 2SI ZZH B
RAZEBEERMBRE - At -

AARZ EERBEEBPEREH
BARZERESIE  LRAFAE
E BB AIEZH -

2010F E s

ARI550,000000r BELGE HEREL

RMB550,000,000 Wholly owned company  Potassium Resource
business

AR1,200,000000 AERE RERHERRETE

RMB1,200,000,000 Contractual joint venture ~ Manufacture and sales
of liquid crystal

displays
ARE108,793654 AELE BERER
RMB108,793,654 Contractual joint venture  Phosphorus Resource

business

The Group’s equity interests held in these subsidiaries
are below 50%. However, the Group controls the key
operational and financial decisions of these subsidiaries.
As such, the directors of the Company consider that the
Group have de facto control over these subsidiaries and
report them as subsidiaries of the Group.
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REE QT 2RE 14 INVESTMENTS IN ASSOCIATES
r5EE ¥ NG
Group Company
“E-EF —TTHhFE —E-BF CITTNF
2010 2009 2010 2009
ARBFT AREFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
F9) At beginning of year 568,917 565,313 298,198 298,198
EE (a) Capital injection (a) 134,000 - - =
AHEENSBMEEREA  Transfer from available for sale
(B1516)(a) financial assets (Note 16)(a) 32,000
BRE Dividends received - (2,484) - =
HERB2 N EER Reversal of revaluation surplus
REEhRSRNE24) on disposal of assets of the
associate (Note 24) - (2,956) - -
DEEE AR A HEBE Share of fair value loss from
BEDNREBE(H724)  available-for-sale financial
assets of the associate
(Note 24) (1,796) (2,347) - -
il ANG eyl Share of profits of associates 61,228 11,391 = =
ER At end of year 794,349 568,917 298,198 298,198
@ FAGAREMBARXSEE (@  Tianma, a subsidiary of the Group, had

& AR #134,000,0007T  fEAE
BERNFRERSEMETFRHDE
FRAB)ZBHRRAZA ©

CATIC SHENZHEN HOLDINGS LIMITED

contributed RMB134,000,000, as paid up capital
of its associate, Wuhan Tianma Microelectronics
Company Limited during the year.
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14

—ZF+—-F=+—H As at 31 December 2010

RNEZ AT 2 IRE (2) 14 INVESTMENTS IN ASSOCIATES (continued)
RZZB—ZFEF+-A=+—H  "A7A As at 31 December 2010, the Group had direct interests
GHEEER TEBE R TWT in the following major associates:
ITER/
M/ RIAH aREE
Date of EbER TEER Principal activities/
BENTER incorporation/ Attributable TMEX Type of place of incorporation
Name of associate establishment equity interest Registered capital legal entity and operation
ZE-2% ZZThE
2010 2009
R AR 19864117158 50% 50% 1,595,000% T RELR RERHELKE -
BRAF 15 November 1986 USD1,595,000 Contractual joint #
CASTIC-SMP Machinery venture Manufacture and
Corporation Limited sales of dry cleaning

machines, PRC

RYFATRER 19891 A17H 30% 30% ARK%3,404,0007 aEL% RERHE TR
BRATF 17 January 1989 RMB3,404,000 Contractual joint #

Shenzhen Shenrong venture Manufacture and sales
Engineering Plastics of plastic casings,
Co., Ltd. PRC

APREEERRE  2006%2H26H 39.51% 3051% ARE10000000m  AELE YFBTRANHE
BRAR([RMEHE]) 26 February 2005 RMB10,000,000 Contractual joint B REE &

Shenzhen CAERO Digital venture Research and
Display Inc. (‘CAERQ”) development and

sales of digital
displays, PRC
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14 REEQNTz2REE) 14 INVESTMENTS IN ASSOCIATES (continued)
IBEH/
/R A EfRE
Date of EfbER LEER Principal activities/
BENTER incorporation/ Attributable TMEX Type of place of incorporation
Name of associate establishment equity interest Registered capital legal entity and operation
ZE-Z2F ZZThE
2010 2009
REXBWETROER 2008F11A17H 10% 10% AE¥400,0000000 AERE BERBRANRE
AF([HEXS])@ 17 November 2008 RMB400,000,000 Contractual joint HEREE
Wuhan Tianma venture Manufacture, research
Microelectronics and sales of liquid
Co. Ltd. ("Wuhan crystal displays,
Tianma”) (a)
AR ER R 1985%5A29A 22.35% 2.35% ARB2223204721  BRHBRATF  HERZREE RE-
BRAR 29 May 1985 RMB222,320,472 ERXFEMAR) TEREEZE &
Shenzhen CATIC Joint Stock Company Property developing

Real Estate Co., Ltd

BERRGAERMRG  201056H29A 20%
BRART 29 June 2010

Huangshi Raece
Technology Co., Ltd

(@) HRAEEZHBRARRSAIZER (@
ERABEEELREFTET 28
= BAKREHRERBHEBEAY
@,

208 CATIC SHENZHEN HOLDINGS LIMITED

(Listed on the and construction,
Shenzhen Stock investment, retailing

Exchange) and hotel operation,

PRC
20% AR%30,000,0007C BEME UTBTEMME
RMB30,000,000 Contractual joint REREE  HE

venture Research and
development and
sales of digital
displays, PRC

The Group has significant influence in Wuhan Tianma as Tianma, a subsidiary of the Group,
could appoint 1 out of a total number of 5 directors in the board of directors of Wuhan
Tianma.
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14 REEQATZ2R’REE)
AEBMREEFEHE N EERENL

14 INVESTMENTS IN ASSOCIATES (continued)

The Group’s share of the results of its principal associates

BEBEaGB)MT : and its share of the assets (including liabilities) are as
follows:
e REEES
Place of RE/EmER BeRR
incorporation Authorised/ BHERE Bt
%8 and kind Registered Paid up 2010% % Interest
Name of legal entity capital capital 2010 held
A/
(B8)
BE af KA Profit/
Assets  Liabilities ~ Revenue (Loss)
ARRTR ARETT ARETR ARBTR
RMB'000  RMB'000  RMB'000  RMB’000
MR HRERRAR hE - AREAAT ARETS61000T ARETS61,0000 42660 18,108 46,835 2,174 50%
CGASTIC-SMP Machinery The PRC, Limited RMB7,861,000 RMB7,861,000
Corporation Limited Liability company
MIFRETREHAERAA hE - AREAAR ARE36000007  AEH3,600,0007 9,709 3062 14219 692 30%
Shenzhen Shenrong The PRC, Limited RMB3,600,000 RMB3,600,000
Engineering Plastics Co., Ltd. Liability company
APTEERTNEERAR  RE AREAAR ARE12910000 ARH129100000 3370 418 498 - 3051%
Shenzhen CAERO Digital The PRC, Limited RMB12,910,000 RMB12,910,000
Display Inc. Liability company
REREWNETHRAERAR hE - AREAAR ARE160,000,0007 AE%160000,0007 356,708 198,678 - (1,569) 10%
Wuhan Tianma Microelectronics ~ The PR, Limited RMB160,000,000  RMB160,000,000
Co. Ltd. Liability company
AP ERAERAR w8 BHERAR(RIERS ARE222320472m ARM20320472 1,775,732 124155 875974 60,184 22.35%
Shenzhen CATIC Real Estate FTRE) RMB222,320,472  RMB222,320,472
Co., Ltd The PRC, Joint Stock Company
(Listed on the Shenzhen
Stock Exchange)
ERREASRITROERAR  RE GEM% AR®30,000000T AEH30000000T 6414 668 59 (254) 20%
Huangshi Raece Technology The PRC, Joint Venture RMB30,000,000 RMB30,000,000
Co,, Ltd
2,194,588 1,468,550 937,585 (61,228)

R-ZE—ZF+_F=+—H #EGF
b Mt ZE R D B R A B I D 2 AL
AR#743,020,0007t(ZFEZENF + A
R#613,248,0007T) °

2010F E s

As at 31 December 2010, the market value of shares of
Shenzhen CATIC Real Estate Co., Ltd. approximated to
RMB743,920,000 (2009: RMB613,248,000).
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BER S ENESMTIA
AEME :

R-ZE—ZEHF+-A=+—H
BE  WGh BERELXATH

15 FINANCIAL INSTRUMENTS BY CATEGORY

The Group:
At 31 December 2010
Assets as per consolidated balance sheet

AHHE
SEEE
BERR Available-
U FRIE for-sale
Loans and financial st
receivables assets Total
ARETFrT AREFT AREFIT
RMB’000 RMB’000 RMB’000
AtHESTREE Available-for-sale financial assets
(Hiat16) (Note 16) = 27,579 27,579
B S W (Hit20) Trade receivables (Note 20) 1,470,678 = 1,470,678
FEWEIR (H13#20) Notes receivables (Note 20) 185,820 = 185,820
RERREEEYD Cash and cash equivalents
(Hiat21k22) (Note 21 and 22) 1,886,970 = 1,886,970
st Total 3,543,468 27,579 3,571,047

Bi&  WEEEEREXIE

Liabilities as per consolidated balance sheet

Hiteam

=N=pod

R A

Other

financial

liabilities at

amortised

cost

AREFir

RMB’000

RITIEFR(HTaE25) Bank borrowings (Note 25) 8,021,658
B REMENR(TBEEMNT Trade and other payables (excluding salary and

HoKkREBTERN)(HiE28) staff welfare payable) (Note 28) 3,149,236

HEIEmsaE(iz27) Other non-current liabilities (Note 27) 114,327

HEt Total 11,285,221

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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15

BRERNIENERMIT R W)

AEW : (4)
—2EAF+=A=+—H
BE - whrA BEREXSH

15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
The Group: (continued)
31 December 2009
Assets as per consolidated balance sheet

AHtHE
TRMEE
BRE Available-
PR FRIE for-sale
Loans and financial st
receivables assets Total
ARET T ARETT ARETT
RMB’000 RMB’000 RMB’000
AHESHEE Available-for-sale financial assets
(Kit16) (Note 16) - 35,998 35,998
B 5 WK (H7720) Trade receivables (Note 20) 853,823 - 853,823
FEUWERYE (H12220) Notes receivables (Note 20) 324,514 - 324,514
RERREEEY Cash and cash equivalents
(Hfaz21K22) (Note 21 and 22) 1,632,642 = 1,632,642
HEt Total 2,810,979 35,998 2,846,977
BE  WHEsaEEBEXAME Liabilities as per consolidated balance sheet
Hih &
=V~
85 B A
Other
financial
liabilities at
amortised
cost
ABREFT
RMB’000
RITIER(MfaE25) Bank borrowings (Note 25) 7,102,801
B NEMEMR(TBERMNY Trade and other payables (excluding salary and
KRB IREH)(H228) staff welfare payable) (Note 28) 1,828,711
HEMIEmBaE(727) Other non-current liabilities (Note 27) 135,164
HEt Total 9,066,676

2010F E s
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15 RENIPENEMIE#) 15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
NNF The Company:
—EBE-EF+ZHA=+—H At 31 December 2010
BE  WEEBEXAE Assets as per balance sheet
At &
TRMEE
BRE Available-
PR R IE for-sale
Loans and financial st
receivables assets Total
ARETFT ABREFT AR FT
RMB’000 RMB’000 RMB’000
AItHESHEE Available-for-sale financial assets
(Kit16) (Note 16) - 1,400 1,400
E At MR (H2220) Other receivables (Note 20) 156,127 = 156,127
RERREEEYD Cash and cash equivalents
(Hiaz22) (Note 22) 20,203 - 20,203
HBEt Total 176,330 1,400 177,730
BE WWEEBEXAE Liabilities as per balance sheet
Hiteam
8Bz
R A
Other
financial
liabilities at
amortised
cost
AREFir
RMB’000
SRITER (A 225) Bank borrowings (Note 25) 1,300,000
B REMENR(TBEEMNT Trade and other payables (excluding salary and
FoKkRBITEMN)(HiF28) staff warfare payable) (Note 28) 233,119
Bt Total 1,633,119
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15 REFIIENEMTAE) 15

AR ()
—2BAF+=A=+—8
BE  WAEBEZHH

FINANCIAL INSTRUMENTS BY CATEGORY
(continued)

The Company: (continued)

At 31 December 2009

Assets as per balance sheet

At &
TRMEE
BRE Available-
PR FRIE for-sale
Loans and financial st
receivables assets Total
ARETFT AREFT AR FT
RMB’000 RMB’000 RMB’000
AHESHEE Available-for-sale financial assets
(Kit16) (Note 16) - 1,400 1,400
E h FE R (HT7720) Other receivables (Note 20) 163,089 - 163,089
RERREEEYD Cash and cash equivalents
(Hiz22) (Note 22) 44,615 - 44,615
HBET Total 207,704 1,400 209,104
BlE  WEEBEXIE Liabilities as per balance sheet
Hit e
8Bz
R A
Other
financial
liabilities at
amortised
cost
AREFr
RMB’000
RITIEFR(HTaE25) Bank borrowings (Note 25) 994,000
B REMENR(TBEEMNT Trade and other payables (excluding salary and
HKMBITEH)(K228) staff welfare payable) (Note 28) 423,124
AT Total 1,417,124
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AHHESREE 16 AVAILABLE-FOR-SALE FINANCIAL
ASSETS
rEE NG
Group Company
—E-EBE ZIITNF ZEB-ZF ZTTNF
2010 2009 2010 2009
AR¥TFT AREFT AR¥FT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
RIEET ARG Investments in shares of
BE unlisted companies 30,659 39,078 1,400 1,400
RS Less: provision for impairment
losses (3,080) (3,080) - =
27,579 35,998 1,400 1,400

AR HEESREEIUAREIIE -

in RMB.

FAAHELESREEZESNT

during the year are as follows:

All available-for-sale financial assets are all denominated

The movements of available-for-sale financial assets

R &E NG|
Group Company
—E-EF ZIETNFE ZE-ZF ZTThF
2010 2009 2010 2009
AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
F) At beginning of year 35,998 11,091 1,400 1,400
NE Additions 23,581 29,447 - -
s (Mit14) Transfer (Note 14) (32,000) = - =
SFU R AR CRINB Net gains transferred to equity,
Fiak) gross of tax - 6,620 - =
HERMRHESRERE Disposal of an available-for-sale
Z AN financial asset-cost - (3,000) - -
HeEEHESBMEE  Gain on disposal of available-for-
Wiz sale financial assets - (8,160) - -
FR At end of year 27,579 35,998 1,400 1,400

CATIC SHENZHEN HOLDINGS LIMITED
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17 EZEFRBH

ERAEANITENOKRARAEER
REMAEBEEE  HREMSHS R
- BEE - RRERSHEER
BETHEN HELCHEERAGE

17 DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income taxes relate to the same fiscal authority. The

TR DHT = analysis of deferred tax assets and liabilities is as follows:
bS] VN
Group Company
—E-BF C—TTNEF ZF-BF CTTNF
2010 2009 2010 2009
ARBTFT AREFT AREFT AR¥TT
RMB’000 RMB’000 RMB’000 RMB’000
ERRIEEE - Deferred tax assets:
— BB+ A%ELE - to be recovered after more
than 12 months 45,791 109,727 - -
—+ZEARER - to be recovered within
12 months 59,960 67,824 - -
105,751 177,551 - -
ERERBRRE Deferred tax liabilities:
— BB T EA% - to be settled after more than
Bo % 8 12 months (346,143) (335,839) - =
ELEHIBEE—FHE Deferred tax liabilities — net (240,392) (158,288) - -

2010F E s
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ELEFREH (#)

BB RRRFEEMT

17 DEFERRED INCOME TAX (continued)

are as follows:

The net movements on the deferred income tax account

AEE AT
Group Company
—E-2F Z—IETNF ZE2-ZF ZTTNF
2010 2009 2010 2009
AREFT AREFT ARBEFT ARETFT
RMB’000 RMB’000 RMB’000 RMB’000
F1 Beginning of the year (158,288) (195,867) - =
WULER P FIR), 5t A (Charged) / credited to the
(K75£35) income statement (Note 35) (63,254) 30,062 - =
T @8 2 (Jf:#35) Effect of changes in tax rates
(Note 35) 4,733 7,208 - -
BEOrfHESERE  Reversal of deferred tax liabilities
ARBEKGERZ recognised on fair value gains
ERETIBEAE from available-for-sale financial
assets - 1,632 - -
BERGAWEETRE A Tax credited directly to
ZTIAE comprehensive income - (1,323) - =
HEKNBRR(#/7239)  Disposal of subsidiaries
(Note 39) (929) - - -
ULEEFTB A E(H75141)  Acquisition of subsidiaries
(Note 47) (22,654) - - -
FR End of year (240,392) (158,288) - -

PrSBR s, (WA ) KR35t

CATIC SHENZHEN HOLDINGS LIMITED

The income tax charge/(credit) are detailed in Note 35.
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17 BEFRBHE) 17 DEFERRED INCOME TAX (continued)
BEEHBEE ! Deferred tax assets:
A5E A0H
Group Company
) £l
AfpEREH BELA
REFEAE ke
Provision for Fair value
impairment RERE loss on
losses BE assets
on trade Provision acquired from
andother forinventory  business el £t Eh st
receivables obsolescence  acquisition  Tax losses Others Total Total
A\RETT AREFT  AREET AREFT AREET AREFT ARETL
RMB'000 RMB'000 AMB'000 RMB'000 RMB'000 AMB'000 RMB'000
R=BBnE-F-A At 1 January 2009 31,19 14,185 43,180 16,257 15,643 120,384 -
REFEDR(IR) /5N (Charged)/credlted to the income
statement (1,768) (3,163) (3,006) 34,783 30,321 57,167 -
REEZAETZA=T+-R At31 December 2009 29,351 11,022 40,174 51,040 45,964 177,551 -
GRS (FR) /54 (Charged)credted to the income statement (4,489 680 (40,174) (27,649 756 (70.871) -
HEMBAFM2%9)  Disposal of subsidiaries (Note 39) - - - - (929) (929) -
RZE-ZE+ZB=1-HB At 31 December 2010 24,866 11,702 = 23,392 45,791 105,751 =
2010F E#HE FIPmEERGERA A 217
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BEEFRBF &) 17 DEFERRED INCOME TAX (continued)
EEFIEEE: Deferred tax liabilities:
S 4]
Group
e
SREEY
NAERE £l
BB/ (W) BED A REH

Fair value EEkE EitEZ
MEBE  losses/(gains) Fairvalue  AAEBEEH

&  ofavailable- gain on assets Fair value
Accelerated for-sale  acquired from change on

tax financial business investment @

depreciation assets acquisition properties Total

NEEFT ANEETT NEETT ANEETT NEETT

RMB’000 RMB’000 RMB'000 RMB’000 RMB'000

RZBENE-F-H At 1 January 2009 (17) (309) (259,787) (56,088) (316,251)

RIERER (08 /3T A (Charged)/credited to income statement 8 - 397 (20,379) (19,897)

BEAENEREALEE  Reversal of deferred tax liabilities
WHEREA 7 EERTE recognised on fair value gains from

8k available-for-sale investment - 1,632 - - 1,632
B NGARE A Tax credited directly to comprehensive

income - (1,329) - - (1,323)

RZZEAS+-A=+—H At31 December 2009 (32 - (259,340) (76,467) (335,839)

RIERER (08 /3T A (Charged)/credited to income statement (99) = 33,776 (21,327) 12,350

WEERB AR M) Acquisition of subsidiary (Note (41) - - (22,654) - (22,654)

WZB-BF+-A=+-H At31December 2010 (131) - (248,218) (97,794) (346,143)

RYNER 2 BERERIEEERNT ¢ The potential deferred tax assets not recognised in the

accounts were related to:

—E-EF —ETNEF

2010 2009

ARMFT ARBTFT

RMB’000 RMB’000

EEE T TE B 18 Tax losses carried forward 213,891 166,392

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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17 EBEFBHE) 17 DEFERRED INCOME TAX (continued)
EEHERE : (&) Deferred tax liabilities: (continued)
A AT 8 R 18 3R AT 1] B A FE B B s A Deferred income tax assets had not been recognised as it
Mttt Al &AM Eat a5 B 48 M E i = is not probable that taxable profit will be made available to
B R EEREERSHEE utilize the deductible tax losses and temporary differences

in the foreseeable future.

BEPECEMEHEITIRAIE 11 - According to the provisional regulations on PRC
B AR B TE I8 A A5 A DA 8 A R Enterprise Income Tax No.11, tax losses of the PRC
RAFANZ ERTRF] o companies can be carried forward to offset future

assessable profit for a period of 5 years.

BstwE > RIIEE BB R KRG BE VIR The expiry date of deferred tax assets not accounted for
HMBEEDHSHBAWT - in respect of tax losses carried forward is as follows:
—E-FF —ETNF
2010 2009
AR¥TF T AR¥EFr
RMB’000 RMB’000
—F NI E Expire within 1 year 1,705 3,246
—EZFRNEH Expire in 1 - 2 years 18,170 1,705
“E=FRE|H Expire in 2 — 3 years 84,436 18,170
= Z2PNF KRR ER Expire in 3 — 4 years 55,435 87,836
&R FARHE Expire in 4 - 5 years 54,145 55,435
213,891 166,392
18 HtuEREBEE 18 OTHER NON-CURRENT ASSETS
biN-E) b N
Group Company
—E-BF ZTTNEF ZF-BF ZFTTNF
2010 2009 2010 2009

ARBTRT ARETT AREFR ARETT
RMB000 ~ RMB'000  RMB’000  RMB'000

RETERR Prepayments for equipment - 148,103 - =

B EE Computer software 55,519 22 682

HAth Others 26,939 26,223 - -
82,458 197,008 - -
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FE 19 INVENTORIES
rEE
Group
—E-BF ZTTNF
2010 2009
AR¥FT ARETT
RMB’000 RMB’000
FE KA Inventories — cost
R Raw materials 431,797 233,779
TERE Work-in-progress 264,254 97,883
EIRmn Finished goods 1,366,075 937,810
2,062,126 1,269,472
B R EMUR A Less: provision for write-down of inventories
[R# ¥ Raw materials (42,308) (43,926)
ER Work-in-progress (4,901) (5,898)
RIEY T Finished goods (38,250) (46,505)
(85,459) (96,329)
58— %#E Inventories — net 1,976,667 1,173,143

R ARSI H A EKANNTFERA
B AR 4,361,266,000 7T (
F . AR¥3,232,131,0007T) (FizE31) o

CATIC SHENZHEN HOLDINGS LIMITED

The cost of inventories recognized as expense and
—ZEEN included in cost of sales amounted to RMB4,361,266,000
(2009: RMBS3,232,131,000) (Note 31).
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20 EFKHMEWRRR 20 TRADE AND OTHER RECEIVABLES
rEE NN
Group Company
—%-%F "FTTNF -F-BF _TTE
2010 2009 2010 2009

ARBBFT ARETT ARETT ARETT
RMB’000  RMB'000  RMB’000  RMB'000

=N ALE Trade receivables 1,638,015 1,014,270 - =
Ji EUCEUR B R Less: provision for impairment
of receivables (167,337) (160,447) - -
B SR — 55 Trade receivables - net 1,470,678 853,823 - =
EUWEE Notes receivables 185,820 324,514 - -
SEANEN Prepayments 290,981 46,157 - =
w AR 2 SR (E R K Excess of input over output
value added tax 273,238 156,937 - -
Hitb Others 193,796 170,670 156,127 163,089
2,414,513 1,552,101 156,127 163,089
AEBEMHE ZEREBBRNTFRI0ZE The Group’s credit terms on sales of goods ranged from
Q0BT E - EFHRUWHRZBRESITIAT - 30 to 90 days. The aging analysis of trade receivables is as
follows:
rEE
Group
—E-ZF —EENF
2010 2009

ARETRT  AREFT
RMB’000 RMB’000

BIEA Current 659,756 338,266
30-60K 30-60 days 357,255 145,102
60-90K 60-90 days 148,332 58,456
90A&M over 90 days 472,672 472,446

1,638,015 1,014,270
JB R EE RS Less: provision for impairment losses (167,337) (160,447)

1,470,678 853,823
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20 ESZREMEWRKGE

AEBEZRBKZIREEA TG

20 TRADE AND OTHER RECEIVABLES

(continued)

The carrying amounts of the Group’s trade receivables

=tE are denominated in the following currencies:
Group

—E-EF —ETNEF
2010 2009
ARMFT AREFir
RMB’000 RMB’000
AR RMB 1,062,143 790,922
ETT uUsD 512,437 199,990
BIT HKD 14,228 17,517
BT EUR 38,553 4,337
=i JPY 7,588 =
Hih g Other currencies 3,066 1,504
1,638,015 1,014,270

Movements on the provision for impairment of trade

receivables are as follows:

rEH

Group
—E-ZF TThF
2010 2009
AR®FrT  ARETFT
RMB’000 RMB’000
R—HA—H At 1 January 160,447 94,914
FEMCROR (B Provision for receivable impairment 14,519 69,140

FANVERT AT BT Receivables written off during the year

s 2 e R as uncollectible (1,090) —
FAREE 2 FEIGK Receivables reversed during the year (6,539) (3,607)
HR+=-—H=+—H At 31 December 167,337 160,447

222 CATIC SHENZHEN HOLDINGS LIMITED
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20 EFRHMEWRRGE) 20 TRADE AND OTHER RECEIVABLES
(continued)
RZTE—FTF+-_A=+—H AR¥ As at 31 December 2010, trade receivables of
188,950,000 T ( ZEZE N F : AR® RMB188,950,000 (2009: RMB60,275,000) were past
60,275,00070) 2 & 5 EW B B & due but not impaired. Based on past experience,
BE - BRERBILR  BREAEREL management believes that no impairment allowance
mEKED  AZSELDEE AR is necessary in respect of these balances as there has
HUkmE - HERERAEARZEEH not been a significant change in credit quality and the
FHERERE - AEBWEMZFEH balances are still considered fully recoverable. The Group
BEIAEER ZEBEZRURZE does not hold any collateral over these balances. The
O - aging analysis of these trade receivables is as follows:
—E-ZF ZETNF
2010 2009
AR¥TFT ABREFT
RMB’000 RMB’000
180HA T Up to 180 days 132,066 21,780
1812360H 181 to 360 days 42,221 32,669
360E M Over 360 days 14,663 5,826
188,950 60,275
R-ZE—ZFF+-_A=+—"H AR¥ As at 31 December 2010, trade receivables of
283,722,000 L (ZEZENF : AR¥ RMB283,722,000 (2009: RMB412,171,000) were
412,171,00070) B S WFE REILE impaired and provided for. The amount of the provision
STIREE  M_E—TF+_A=1+— was RMB167,337,000 as at 31 December 2010 (2009:
A BE2EA/ARKK167,337,0007T RMB160,447,000).
—ZTThEF : AR¥160,447,0007T) °
BB FE WS SR A Y 38 N R BB B R AT The additions and reversal of provision for impaired
BEA T ABBRENSE RN receivables have been included in administrative
R m] U Bl BB AR S BRI SH o expenses. Amount charged to the allowance account
are generally written off when there is no expectation of
recovering additional cash.
RHER - EERRM LR A LSRR The maximum exposure to credit risk at the reporting
ERFZMIEEEEB - ANEEIWEFEE date is the carrying value of each class of receivable
IR mIERELR © mentioned above. The Group does not hold any collateral
as security.
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20 ESZRHEMEWRZ) 20

RBEEREOHTT

TRADE AND OTHER RECEIVABLES
(continued)
The aging analysis of note receivables is as follows:

KEH

Group
—g-%F C—TINF
2010 2009
AR¥TFTT AREFT
RMB’000 RMB’000
30 KA T Less than 30 days 51,114 81,727
30-60K 30-60 days 38,423 94,263
60-90K 60-90 days 39,988 77,373
90K A over 90 days 56,295 71,151
185,820 324,514

21 EHFRITER 21
EFHTEKERN TRE®RER - A
UEERERENBRTERRERER
BEEERBIER o

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

PLEDGED BANK DEPOSITS

Certain bank balances had been pledged for the following
reasons and these deposits will be released upon the
settlement of the repayment of the bank loan and the use
of credit amount.

—2-%F C"ETHF

2010 2009

AR¥TFIT AREFr

RMB’000 RMB’000

RITIE K Collateral for bank borrowings 23,736 549,159
ERBRE ZERER Guarantee deposits for issuance of

credit letter 134,509 26,672

Hi Others 480 =

158,725 575,831

224 CATIC SHENZHEN HOLDINGS LIMITED
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22 HBHERBREEEY
AEERS RESSEY A8 RN

22 CASH AND CASH EQUIVALENTS

The balance of the Group’s cash and cash equivalents

™ are analysed as follows:
rEE AT
Group Company
—g-2F C"TTAF Z¥-FF "TINF
2010 2009 2010 2009
AREFT AREFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
RAGFFEES Cash at bank and on hand 1,728,245 1,056,811 20,203 44,615

23 BARKRGRE

R=E2EnEF-A-A As at 1 January 2009
HERA Cancellation of shares

23 SHARE CAPITAL AND SHARE PREMIUM

RHHE e
Number of share Capital
ReEH
nER Total EER  ROEE
Domestic HE®  Numberof  Ordinary Share b
Shares  H Shares shares shares premium Total

(%) (Th) (Th) (ARETFT) (AEEFT) (AEETFL)
(thousands) ~(thousands)  (thousands) ~ (RMB'000)  (RMB’000)  (RMB’000)

Hiztib) Hitlo) i) Hite) Histi)

Note (b) Note (c) Note (a) Note (a) Note (d)

395,709 283,200 678,909 678,909 367,849 1,036,758
(6,542) (6,542) (6,542) (3,336) (8,878)

RIZENER-F-T%
+-A=1+-H As at 31 December 2009 and 2010

395,709 217,658 673,367 673,367 364,613 1,027,880

wisz -

(@) RZZE—TF+-_HA=+—H &8
2 B 81T M4 £/8673,367,0008%
ZZETHHF - 673,367,0008R) - B
HEARBIT(ZZEZTAF : KA
BEAR¥IT) - MAEBETKROHHAE
e -

2010F E s

Notes:

() As at 31 December 2010, the total issued and
registered number of ordinary shares is 673,367,000
shares (2009: 673,367,000 shares) with a par value
of RMB1 per share (2009:RMB1 per share). All issued
shares are fully paid.
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23 RAEARRBEEE) 23

Hret - (&)

(b) R—ANtERAZ+H  KATE
BRI E A R ITRYI B R AR BT
400,000,000 FEREEARE1TLZ
TRAER(TRER MY » AR
BREBETETHERR BEATR
MEZER - ZERERBTRBR

{/\ ®

() R—ANEtEARZ+ZH  AR7F
NGB 73BT ZBRERBEE RA
K ZTESRMEARK1TZ
242,000,000 R FEIMHAR © FZFEHRER R
—RAAtEFERAZ+TABREBHE
RHMARAR LM °

RZZEZRNENAR - ARREER
BEREBARZAHERAR LETH
6,000,000 G HAZ - BEZEHKR Z
RELB(EHRBREESPNR)
59,702,000 B (HHE R AR
10,093,0007T) °

(d) R-_ZZ+EFE+_FA_-++H " AQ
FILAFRR6.008 T2 B1% » BB E
BITEREEARK17T.242,909,090
BEHAE o FEITHRAREBFEBLZSE
B EERN DD ERRDRERR -
a4 EE A AR196,744,0007T © 1RIE
HEREBREEEEEEEZEg([H
BR )R- ZEZTLFERAt+AEZH
% BEZCHE - BB LAETHR
BE—E% - FEMEEINRINER
N A E A 4,290,900 K& i 2
ETEEMEREEASESSTHiR
AHR o

() 20094 + A A B HHA% 1,898,000
B HEtARM2,852,0007T © &HE
2009128318 - FiA EERHD B H
i BERAHENBRMDEEARE
3,336,0007T B & B2 IR AN (B ¥ ©

226 CATIC SHENZHEN HOLDINGS LIMITED

SHARE CAPITAL AND SHARE PREMIUM

(continued)
Notes: (continued)

(o)

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

On 22 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 29 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 27 December 2007, the Company issued
42,909,090 H shares of par value RMB1 each by way
of placement at a price of HKD 6.00 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 10 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 China National Aero-Technology
Shenzhen Company Limited (the “CATIC Shenzhen
Company”) to the National Social Security Fund Council
of the PRC as H Shares.

In 2009, the Company repurchased 1,898,000 shares
of its H share amounting to RMB2,852,000. All these
shares had been cancelled as of 31 December 2009,
and the premium associated with shares repurchased
and cancelled amounting to RMB3,336,000 had been
offset against the share premium account.
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24 HfEE 24 OTHER RESERVES
e
SREE HERE
Effi e RER
EEB#%  Available-  Transfer of
Nt for-sale owner- G
Statutory  financial  occupied 8
BRGE general assets propertyto  Currency
Capital reserve  revaluation  investment  translation o
reserve fund reserve property differences Total
ANEETT  AREFT  AEEFT AREFT  AREfT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
T& Group
RZZENE-F—B7#&% Balanceasat 1 January 2009 273,491 70,001 15,972 = = 359,464
AHHESBEE AL BE  Far value losses from available-for-sale
B8 EORER financial assets, net of tax = = 2,368 = - 2,368
LETHTESHEEY Fair value adjustment on disposal of
DNHEERE  ANBHT  avalable-for-sale financial assets,
gross of tax - - (3,646) - - (3,646)
LENHETESRHEEY Fair value adjustment on disposal of
DAEEEE WA available-for-sale financial assets, tax - - 729 - - 729
HEHEREL AT 2 EE . Reversal of revaluation surplus on the
EfhERI214) disposal of assets of the associate
(Note 14) (2,956) - - - - (2,956)
EEBEARTHEE Share of fair value losses from avalable-
SREEZDAEEER for-sale financial assets
(Hit14) of the assoclate (Note 14) (2,347) - - - - (2,347)
RZEENFT-A=T—H Balance asat 31 December 2009
LR 268,188 70,001 15,423 - - 353,612
R-E-F5—F—H7#&#%  Balanceas at 1 January 2010
1 kit as per above 268,188 70,001 15,423 - - 353,612
AERERER W Gain on transfer of owner-occupied
property to investment property - - - 5,265 - 5,265
RBARZFEE R, Changes in ownership interests in
W& - BRELENN subsidliaries without loss of
(W) control (Note(a)) 85,708 - - = = 85,708
HNEAEER Currency translation difference - - - - (3,769) (3,769)
EEBEARTHEE Share of fair value losses from available-
SREEZDAERER for-sale financial assets of the
(Hizt14) associate (Note 14) (1,796) - - - - (1,796)
WZE-FF+-A=1+—H Balanceasat 31 December 2010
L 352,100 70,001 15,423 5,265 (3769) 439,020
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—ZF+—-F=+—H As at 31 December 2010

Hitb® & 2) 24 OTHER RESERVES (continued)
EERE
N
Statutory
general
reserve fund
ARETT
RMB’000
PN Company
NRZZEEZNE—HA—HB  ZZTZTH%F Balance as at 1 January 2009, 31 December 2009
EZZ-—ZFF+-_A=+—H and 2010 70,001

REFERRDERARRZEBERA
8 REBFDIRFENE - KRFEAED
RS BDEE IR B P 80T & T80 10% 5
EEEBHBLES (BIFRATBEDER
NEIEMRAETEANE0%) © FREFEFERL
ZE BN ZREE T EREELAE R
SRIERERBETOIR -

EERBAES

EREARGRER  ATRBAESA
EARA  BEUBENZEBELAESTHE
DM S RERI25% AR ©

? EEJr A=+—RHIF
Z*EHX/%IEQ%
S RN/
e Tﬁ&fzyﬂi-i— ﬂ
—RIEFEDRISSEE

CATIC SHENZHEN HOLDINGS LIMITED

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 31 December 2010 (2009: nil) as
the Company incurred losses for the years ended 31
December 2010 and 2009 respectively.
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R-ZE—ZF+=-A=+—H As at 31 December 2010

24 Httf##E#)

AEBRBAES (D)
() HEIEEERZRE

2010F E 3

201012 4308 * RorE@m\AL
A& #7731,230,4800% © B4
&&= AR 482,765,000 7T °
RN LAE(E A R % 80,000,000
TLREE 4,996,876 % o EEFTEKR
S - ARRIERTEERK
44 B9%[E E41.49% » (B AR LY
REEMES N - XFEE - Rin
EMBERZCEHEARNREF
BEERMESHEZEFESRNT

Tl R RSN E

B - AR E SR IR R Y
IREEE

24

OTHER RESERVES (continued)
Statutory general reserve fund (continued)

@

Transaction with non-controlling interests

On 30 December 2010, Fiyta issued 31,230,480
shares to raise the total funds of RMB482,765,000
by the private placement. The Company
subscribed 4,996,876 shares at consideration
of RMB80,000,000. After the completion of the
transaction, the Company’s equity interest in
Fiyta decreased from 44.69% to 41.49%, without
losing the control over Fiyta. The effect of changes
in the ownership interest of Fiyta on the equity
attributable to owners of the Company during the
year is summarized as follows:

Consideration received from non-controlling

interests

402,765,000

Less: Carrying amount of non-controlling
interests disposed of from deemed

disposal

(309,020,000)

Rzt AZ s

Gain on disposal recorded within equity

93,745,000

2010F6 A8H @ & B IEHE
B% A% 3R LA $ (B A R # 48,314,000
ﬁi%??ﬁ%%e%%%%
0 AEE BERAE &R
@Z“@ﬂ$ 7%%%5@%
mAFENT

eIl S A HE

B - AR B SR I R Y
IREEE

On 8 June 2010, the non-controlling shareholders
of Shennan Circuit subscribed 6.65% shares
in Shennan Circuit at consideration of
RMB48,314,000; the effect of changes in the
ownership interests of Shennan Circuit on the
equity attributable to owners of the Company
during the year is as follows:

Consideration received from non-controlling

interests

48,314,000

Less: Carrying amount of non-controlling
interests disposed of from deemed

disposal

(56,350,000)

RIESHIRR 2 HER1R

Loss on disposal charged against within equity

(8,036,000)

BRAEFRTHESNRS - R©
RSt AZHERHRERZE
ERNEEFRUEZERR/ARK
85,708,0007T °

Total net gain on disposal arising from transactions
with non-controlling interests recorded within
equity through transaction with non-controlling
interests is RMB85,708,000.
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25 f{EE 25 BORROWINGS
BEERRFETEEREMESE 20 Borrowings include bank borrowings and other
T borrowings which are analysed as follows:
PN 5] ¥ YN
Group Company
—E-ZF CZTEThF ZE2-TF ZTTNF
2010 2009 2010 2009
ANRETFT AREFT AREFT ARETFT
RMB’000 RMB’000 RMB’000 RMB’000
FERE Non-current
IRITIEE Bank borrowings
() - pledged (a) 2,592,548 2,598,422 - -
BHER(D) — guaranteed (b) 3,143,793 2,524,105 914,000 914,000
A - unsecured 457,440 = 186,000 =
B IERENEE 2 BN Less: current portion of non—
B current borrowings (522,609) (330,051) - -
5,671,172 4,792,476 1,100,000 914,000
RE Current
RITEE Bank borrowings
HH#(c) - pledged (c) 71,537 212,626 - -
BER) — guaranteed (d) 1,247,000 1,337,000 200,000 80,000
EiSigil — unsecured 509,340 430,648 - -
IEmBNIRITIEE 2 BIES  Current portion of non—
i current bank borrowings 522,609 330,051 - -
2,350,486 2,310,325 200,000 80,000
fEE4EE Total borrowings 8,021,658 7,102,801 1,300,000 994,000
(a) REEETERBEE 2 IERE R (a)  The Group’s non—current bank borrowings and
TREERERBRITEER ZENH current portion of non-current bank borrowings
o AR #1,020,000,000 7T ( = of RMB1,020,000,000 (2009:RMB680,000,000)
ZZTNF - AR ™ 680,000,000 made to GIB Company are secured by the land use
JL) AER B 2 i A (I rights (Note 7), buildings (Note 10), construction in
£7)  BFE(MFE10) EETRE progress (Note 11) and investment properties of
(rE11) RILEEFHE (M FE GIB Company (Note 11).
1 )IERER -
REBET LEBRE ZIFERBR The Group’s non—current bank borrowings and
TREERERBRITEE ZENH current portion of non—current bank borrowings of
2o AR #E1,572,548,000 7T ( = RMB1,572,548,000 (2009: RMB1,918,422,000)
ZTNF : ARM1,918,422,000 made to Shanghai Tianma are secured by the
LA EEBREZREET REE plant buildings and equipment (Note 10) and land
(B3510) B s FR#E (BRI 57 ) 1E use rights (Note 7) of Shanghai Tianma and are
REMR - BEHABERRZRERL co—guaranteed by all the shareholders on pro rata
BIHEFELR basis of shareholding percentage.
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25 fEE8#) ) 25

KEBZIERBBITEE
914,000,0007¢ (Z &=
Eﬁ%914oooooomm
Ee ) NI Sy ]

KRB AFEDERE
# 180,000,000 ( =&
R # 90,000,000 ) 7T E
R ATMERRERERA
# 535,000,000 ( Z & E
AR #505,000,0007T ) &3
R TAERBFRERS
E # 110,000,000 7t ( = =
F }\Em%moooooowc
R o

(c) AEERTFTRE 2REIFETT
AE@M&%OOOOOOE(—EE
F : AE#®43,100,0007T) B
%*}%%& A5 R A A VE AR 3 (B
10

R-E—ZF+_-_A=+—8"
IRITFRARBE23,736,0007T (=
ZTNF : AR% 549,159,000
) ERBEARBIRITEEAR
#03,537,0007C (Z T NEF : A
Eﬂjﬁ69,526,0007%)2}%1%([9{#%}
21) o

(@ ARE/RGERE-FHZA
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WA RN - >
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=
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B R AhREBRM
8 2 AR ¥ 185,000,000 7T ( —
T NF - AR ¥ 145,000,000
L) ERZER  ARSRHE—
FH 2 AR ¥ 162,000,000 TE
RZER BEBRERME—F
2 AR # 41,000,000 7T (=&
ZNEF ¢ AR234,000,0007T )
ERZER - AFEE » KRR
EAEREEIREERER(Z
T NF /\E%@%zoooooooo
J0) 0 MEABEIREMEERER
(Z2EZNF AEMSOOOOOO

) e KE A EBSXSGIRE—FH

N

A R #59,000,0007T (= 2F
NE : AR¥118,000,0007T) &
RZER - RBRTEEARKE
200,000,000t ( ZEZNLF : A
R #80,000,0007T) FHANA Bl B #%
RSN AR AT R R BIHELR o

2010F E 3

BORROWINGS (continued)

(b)

The Group’s non-current bank borrowings of
RMB1,404,793,000 (2009: RMB895,105,000)
made to Chendu Tianma are guaranteed by
Chengdu Tianma’s shareholders of Chengdu
Industrial Group Co., Ltd. and Chengdu Hi-Tech
Investment Group Co., Ltd.

The Company’s non—current bank borrowing
of RMB914,000,000 (2009: RMB914,000,000)
are guaranteed by CATIC Shenzhen Company,
immediate holding company of the Company.

The Company provided a long-term guarantee for a
loan of RMB180,000,000 (2009: RMB90,000,000)
in favour of Fiyta, a long—term guarantee for a loan
of RMB535,000,000 (2009: RMB505,000,000)
in favour of CATIC Resources, a long-term
guarantee for a loan of RMB110,000,000 (2009:
RMB120,000,000) in favour of GIB Company.

The Group’s current bank borrowing of
RMB48,000,000 (2009: RMB43,100,000) made
to Tianma are secured by the buildings and
equipment and machinery of Tianma (Note 10).

As at 31 December 2010, bank deposits of
RMB23,736,000 (2009: RMB549,159,000)
were pledged for the current bank borrowing
of RMB23,537,000 (2009: RMB169,526,000)
(Note 21).

The Company provided an one-year guarantee
for a loan of RMB600,000,000 (2009:
RMB555,000,000) in favour of Fiyta, an one
year guarantee for a loan of RMB185,000,000
(2009: RMB145,000,000) in favour of CATIC
Resources, an one-year guarantee for a loan of
RMB162,000,000 in favour of Tianma, an one-year
guarantee for a loan of RMB41,000,000 (2009:
RMB234,000,000) in favour of Shanghai Tianma.
The Company did not provide loan guarantee
for GIB Company (2009: RMB200,000,000) and
Maiwei (2009: RMB5,000,000) i n the current year.
Tianma provided an one-year guarantee for a loan
of RMB59,000,000 (2009: RMB118,000,000) in
favour of Shanghai Tianma. A current bank loan
of RMB200,000,000 (2009: RMB80,000,000) of
the Company is guaranteed by CATIC Shenzhen
Company, an immediate holding company of the
Company.
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25 f{EE&#®) 25
(B8 2 REE A TS EHE

BORROWINGS (continued)

The carrying amounts of the borrowings are denominated
in the following currencies:

rEE b N

Group Company
—E-Z2F C—ZENF CZE-ZTF ZZTTNF
2010 2009 2010 2009
AR¥TFT AREFT AR¥FT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
AR RMB 6,498,400 5,570,760 1,300,000 994,000
E5T USD 1,513,564 1,519,644 - -
BT EUR - 3,072 - -
BT HKD 9,694 9,325 - =
8,021,658 7,102,801 1,300,000 994,000
REER  EEARZANEEHREH The exposure of the borrowings to interest-rate changes

=
B EEBHRERNOT

and the contractual repricing dates at the balance sheet

dates are as follows:

EE ¥ /NG|

Group Company
—E-TF ZZTNEFE C—T-ZTF CZITTNF
2010 2009 2010 2009
AREFT AREFT ARBEFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
—FR Within 1 year 2,350,486 2,310,325 200,000 80,000
1-24F Between 1 and 2 years 1,956,065 536,308 914,000 -
2-54F Between 2 and 5 years 3,076,600 3,826,771 186,000 914,000
ERRAFRNEHEER Wholly repayable within 5 years 7,383,151 6,673,404 1,300,000 994,000
5% F Over 5 years 638,507 429,397 - -
8,021,658 7,102,801 1,300,000 994,000
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25 fEE8#)

FERBRITEEREMERE 2B A L

25 BORROWINGS (continued)

The maturity of non-current bank and other borrowings is

T as follows:
%M ARH
Group Company
—®-8F C"TTNF CB-BF C"ITTNF
2010 2009 2010 2009
ARBEFT AREFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
1-24F Between 1 and 2 years 1,956,065 536,308 914,000 -
2-54F Between 2 and 5 years 3,076,600 3,826,771 186,000 914,000
ERAFANEHEEE Wholly repayable within 5 years 5,032,665 4,363,079 1,100,000 914,000
5FLA Over 5 years 638,507 429,397 - -
@t Total 5,671,172 4,792,476 1,100,000 914,000
(@) NEE R BRFRNT (@)  The effective interest rates at the balance sheet
dates are as follows:
A58
Group
“E-%% “EENE
2010 2009
ARHE £7 &7 AT ARK ZT B BT
RMB usb EUR HKD RMB UsD EUR HKD
FITRE Bank horrowings 526%  3.27% - 298%  597%  333%  156%  1.08%
b NNET|
Company
—2-%% —TThE
2010 2009
AR# ARH
RMB RMB
RITEE Bank borrowings 5.13% 5.68%

2010F E 3
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25

26

234

B8 &) 25 BORROWINGS (continued)
b) AEBRAAFRZEEEERNT (o)  The interest rate exposure of the borrowings of the
REBOT : Group and the Company are as follows:
FiN | AT
Group Company
—B-2F CTTHhE ZE-ZF C—ITThHF
2010 2009 2010 2009
AREFT AREFT AREFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
FEREE Borrowings at floating rates 5,432,232 3,718,147 - -
TEEE Borrowings at fixed rates 2,589,426 3,384,654 1,300,000 994,000
s Total 8,021,658 7,102,801 1,300,000 994,000
TR ZIRIEUIR A 26 DEFERRED INCOME ON GOVERNMENT

HEBERARATEE B THEARL R
B B i BT B A & TR R
BB ASEBETHEIER - HEFHWT -

GRANTS

The amounts represented various subsidies granted
by and received from local government authorities in
the PRC for subsidising the research and development
projects of the Group. The movements are as follows:

KB

Group
—g-%F C—TINF
2010 2009
AR¥FT ARETT
RMB’000 RMB’000
R—H—H At 1 January 241,037 70,523
2 WoERL Receipt of grants (a) 399,004 185,390
FAFTAFEE Credit to income statement during the year (104,682) (14,876)
RT+-_A=+—H At 31 December 535,359 241,037
(@) ZEBIERXBTEE MK (a) The amount mainly represented subsidies granted

FH#ERFTRE 22 ARE
317,197,000 C( ZEZ NLF : A
R#174,154,0007T) °

R-_ZE—ZTF+-_A=+—8 ' B
A2 BEER AL BIERE KK E
WE  BELEZE  ARMERFTE
Mt B E AR AR 2 BT REE D B A R
291,389,000 L ( —TEZNF : AR¥E
141,756,000t ) & A R #243,970,0007T
(=T h4F : AR¥99,281,0007T) °

CATIC SHENZHEN HOLDINGS LIMITED

by local government authorities in the PRC to
Tianma amounting to RMB317,197,000 (2009:
RMB174,154,000).

As at 31 December 2010, the balance of deferred income
on government grants included government grants for
financing and subsidising acquisition of property, plant
and equipment; and for compensating costs incurred for
research and development of new product amounted
to RMB291,389,000 (2009: RMB141,756,000) and
RMB243,970,000 (2009: RMB99,281,000) respectively.
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27 HthFERBEME 27 OTHER NON-CURRENT LIABILITIES

rEE

Group
—E-ZF ZETNF
2010 2009
ARETFT ARETFT
RMB’000 RMB’000
U B SRR 2 PSP SR IR Payable for purchase of mining rights - 19,860
FERT B ATIZIE(@  Payable to the immediate holding company (a) 100,000 100,000
Hth Others 14,327 15,304
114,327 135,164

(a) N5 B FY B A B E BE 52009
F10 A @R MR A B E 5
AR A Al ' A R ¥ 75,000,000
T M AR # 25,000,000 © A%
AR~ $23.48% % 4.70% B E51 8
RABIER-_ZE—NE+AR_
T—NF+ AEE(HE420c) °

28 EFRHEMEMNR

Shennan Circuit, a subsidiary of the Group,
borrowed RMB75,000,000 and RMB25,000,000
from CATIC Shenzhen Company the immediate
holding company in October 2009. The amounts
are unsecured, interest bearing at rate 3.48%
and 4.70% and repayable in October 2014 and
October 2016 respectively (Note 42(c)).

28 TRADE AND OTHER PAYABLES

rEE b N
Group Company
—E-E2F Z—ETNF ZE-ZF ZTTNF
2010 2009 2010 2009
AREFT AREFT ARBEFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
B HER Trade payables 1,500,742 763,746 - =
e e kETER Salary and staff welfare payable 117,851 112,088 2,488 2,989
FEETER K
H R FIE@) Accruals and other payables (a) 1,648,494 1,064,965 233,119 423,124
3,267,087 1,940,799 235,607 426,113

@@  EZEEREEMTMEEIIAF
(AEBEZHEEERAR) ZA
R # 196,500,000 T ° 3% ¥ 58 &
R - ER2011F12 AEE -
B A R 60,000,000 7T ( F =&
556% ) + A R ¥ 120,000,000
T ( F K 556% ) M ARK
16,500,0007T (F]%5.81%) °

2010F E 3

The amount include RMB196,500,000 payable to
CATIC Shenzhen Company, the immediate holding
company of the Group. The amount is unsecured,
repayable in December 2011 and the interest rate
are 5.56%, 5.56% and 5.81% for RMB60,000,000,
RMB120,000,000 and RMB16,500,000
respectively.
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28

236

B REMEARE)
R-ZE-ZF+-_A=+—B E5E
MRZ R T

28

TRADE AND OTHER PAYABLES (continued)

At 31 December 2010, the ageing analysis of the trade
payables is as follows:

FEE VNG
Group Company
—g-%F "FTTNF C-F-FF _—TINE
2010 2009 2010 2009

ARBFT ARETT ARETT ARETT
RMB'000  RMB'000  RMB’000  RMB'000

BNER Current 903,608 456,462 - -
30-60K 30-60 days 267,785 189,375 - -
60-90K 60-90 days 143,637 75,049 - -
90K + Over 90 days 185,712 42,860 - -

1,500,742 763,746 - -

AR 50 2 SR LA T 5
HE -

The carrying amounts of the Group’s trade payables are
denominated in the following currencies:

i 3] NN
Group Company
—2-%F C—TTNF =T-BF C—TTNF
2010 2009 2010 2009

ARETRT ARETL ARETn ARETT
RMB’000  RMB'000  RMB’000  RMB'000

AR RMB 1,303,760 581,951 - =
T usD 36,693 93,406 - =
Bt JPY 150,710 = - -
BT HKD 1,399 4,859 - =
HiphgH Other currencies 8,180 83,530 - =

1,500,742 763,746 - =

CATIC SHENZHEN HOLDINGS LIMITED
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29 Hfttlg A 29 OTHER INCOME
—E-FF —EENF
2010 2009
AR¥TIT AREFT
RMB’000 RMB’000
B £ Rf (a) Financial subsidy (a) 7,529 36,885
BIE@EERA Sales of by-products 35,959 48,537
BT REE Government grants 104,682 14,876
AEBIWAFEE Management fee, net 7,072 -
REBENBNRITRGEE Technical service fee from an associate, net
WA S5 59,887 =
FHAEBWA Income from maintenance of timepieces 4,509 4,273
HEME  ME MREKRIEE (Loss)/profit from disposal of property,
M EHE (EBB), HH plant and equipment and investment
(K13£39) properties (Note 39) (3,545) 882
Ht Others 4,628 (72)
220,721 105,381
() e ERREWSES MBI (a) The amount represented financial subsidy
HEARPMEBRRERNGN & received/receivable from the local finance bureau
FHER MMz B U, 1E Uk B of Qinghai Province for certain value-added-tax
BURRAL - paid by CATIC Resources for the year.
30 Htizm - FHE 30 OTHER GAINS-NET
—E-=F —ETNF
2010 2009
AR¥TF T AR FT
RMB’000 RMB’000
& B A B FTEE M G Gain on disposal of subsidiaries (Note 39)
(K17£39) 72,030 -
HERHHESHEEKE Gain on disposal of available-for-sale
financial assets - 8,160
i) Others 44 141
72,074 8,301
2010FE#HE FYPHEERBERA A 237
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238

EMESBENER 31 EXPENSES BY NATURE
—EB-FF —ETNEF
2010 2009
AREFT AREFT
RMB’000 RMB’000
BIR m RAE R M B E) Changes in inventories of finished goods
(H1it19) and work in progress (Note 19) 594,636 (74,667)
AR RME RBFER Raw materials and consumables used
(K1i£19) (Note 19) 3,766,630 3,306,798
8 TRFIRA(H1734) Employee benefits expenses (Note 34) 792,112 628,756
HIEREZ N Repairs and maintenance expenditure 92,752 77,186
M Research and development expenditure 157,608 81,849
PBRETS(BD), B (Reversal of)/provision for inventory
obsolescence (14,978) 9,791
ZER B Provision for bad debts 11,491 60,591
ME - BERZEITE Depreciation of property, plant and
(K1at10) equipment (Note 10) 518,802 464,842
T Hb{E A REEESE (M aE7) Amortisation of land use rights (Note 7) 8,248 4,713
FRUEREE S (M 5E8) Amortisation of mining rights (Note 8) 11,796 28,334
E Amortisation of computer software and
HAiIEmENE i other non-current assets 12,766 11,347
BT EEHEST ! Operating lease rentals in respect of office
buildings 84,776 75,595
BEMRREMEE Business tax and other levies 51,760 79,394
ZE AN 2 Auditors’ remuneration 23,809 10,752
KEE Utility expenses 202,621 168,418
B Transportation 97,833 116,953
EIRE Travelling expenses 28,044 20,916
TS Entertainment 23,638 16,210
WRE Office expenses 36,091 24,290
Hth & Other expenses 114,317 101,870
BEKAR - HEERK Total cost of sales, distribution expenses and
— R RITE R AR general and administrative expenses 6,614,752 5,213,938
CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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32 EERSRTHRAEZHME

(a)

2010F E s

Exc#ME

BE_ZT-ZTF+-A=+—H
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32

DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS
(a) Directors’ emoluments
The remunerations of the directors for the year
ended 31 December 2010 are set out below:

BTER

BHM

Employer’s

BiEHA  contribution to
ik #4  Discretionary pension &3t
Fee Salary bonuses schemes Total

ARETLT  ARRTZ  ARETT  ARETZ  ARETx
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

E5pg: Name of directors:
REELE Mr. Wu Guang Quan - 324 926 124 1,374
mELE Mr. You Lei - 432 968 113 1,513
BREERE Mr. Lai Wei Xuan - 610 557 23 1,190
EELA Mr. Sui Yong - 286 964 91 1,3H
BRELE Mr. Cheng Bao Zhong - 286 964 89 1,339
UmHEE Mr. Liu Rui Lin - 610 720 25 1,355
RRA%E Mr. Xu Dong Sheng - 610 1,055 - 1,665
TERLSE Mr. Wang Bao Ying - 263 637 78 978
i Vvt Mr. Liu Xian Fa 50 - - - 50
PlExE Mr. Wu Wi 132 - - - 132
HEERIT Ms. Wong Wai Ling 132 - - - 132
It Ms. Wang Xin 50 - - - 50
364 3,421 6,791 543 11,119
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32 EBERERITBABZME#)

(a) EBEZMe(E)
HE_ZZENF+-_A=+—H
IHFE  SEEHHMAT :

32

DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)
(a) Directors’ emoluments (continued)
The remunerations of the directors for the year
ended 31 December 2009 are set out below:

BIEMK

BHER

Employer's

BB contribution to
e %4 Discretionary pension A
Fee Salary bonuses schemes Total

ARETE  ARETT  ARETT  ARBTT  ARETT
RMB'000 RVB'000 RMB'000 RMB'000 RMB'000

N Name of directors:
REELE Mr. Wu Guang Quan = 324 740 107 1171
mELE Mr. You Lei = 300 1550 = 1,850
BEERE Mr. Lai Wei Xuan - 324 740 120 1,184
EELE Mr. Sui Yong = 265 784 78 1127
BRELE Mr. Cheng Bao Zhong = 265 784 77 1,126
it v Mr. Liu Rui Lin = 300 800 - 1,100
BREFLE Mr. Xu Dong Sheng - 300 1050 = 1,350
TERRE Mr. Wang Bao Ying - 230 570 7 877
ERELE Mr. Poon Chiu Kwok 60 = S - 60
Vvt Mr. Liu Xian Fa 50 - - - 50
ERRAT Ms. Wong Wai Ling 132 = = = 132
FErE Mr. Wu Wei 72 = = - 72
ot Ms.Wang Xin 27 - = = 27
341 2,308 7,018 459 10,126

EEEHME BB FE LI
HITEE 2 E ARK314,000
TT(ZEZNF + AR®E314,000
JC) °

AEEYEEERREMHE (=
ZTNFB|) -

240 CATIC SHENZHEN HOLDINGS LIMITED

Directors’ fees disclosed above include
RMB314,000 (2009: RMB314,000) paid to
independent non-executive directors.

None of the directors waived any emoluments
during the year (2009: Nil).
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32 EERSRITBRAEZME#) 32 DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)
TuESEHMAL (b)  Five highest paid individuals

(b)

—TEER_TTNFELRE
BrzRusmFMARERAR
AES  EFHHFBCREXD
P EE - BleE AA T EE -

within the following bands:

All of the five highest paid individuals in the Group
for the years of 2010 and 2009 are directors of
the Company whose emoluments are reflected in
the analysis presented above. The emoluments fell

—EB-FF —ETNEF
2010 2009
P < &6 [ Emolument bands
1,000,001#7C21,500,000%7c  HKD1,000,001-HKD1,500,000 - 4
1,500,001 22,000,000/t  HKD1,500,001-HKD2,000,000 5 1
33 RERAKN-FH 33 FINANCE COSTS - NET
—E-ZF ZETNF
2010 2009
AREFT AREFT
RMB’000 RMB’000
FEXH Interest expenses
—ZANTEFRNLHEE - bank borrowings wholly repayable
ZiRITEE within 5 years 382,083 350,382
—BREREREET — borrowings from related party repayable
fEsFZEE on demand 7,548 346
—BEIR — discounted bills 472 2,661
BT B Less: interest capitalised (62,724) (8,364)
327,379 345,025
REEE) 2 B 3, (U2%),~ Net foreign exchange (gain)/loss on
g prtee financing activities (88) 6,970
HAh Others 16,822 15,150
B A& B AN Finance costs 344,113 367,145
FE WA Interest income
—IRITER — bank deposits (20,773) (8,661)
RBE A AR Net finance costs 323,340 358,484

RIE—ZFF  FEIRBTERER
{EFI B A AREG2,724,000T( ZEF N
F: AR¥8,364,0007T) @ &A1

RE413%(ZFZENF 1 5.11%)

2010F E s

Bank loan interest capitalized in the construction
in progress amounted to RMB62,724,000 (2009:
RMB8,364,000) during 2010. The capitalized interest rate
was 4.13% (2009: 5.11%).
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34

35

242

—ZF+—F=+—H As at 31 December 2010

EEEFNER 34 EMPLOYEE BENEFIT EXPENSES
—E-FF —EENF
2010 2009
AR¥TFIT AREFr
RMB’000 RMB’000
I&- Hek#Es Wages, salaries and bonuses 672,912 539,472
BF - BEREMER Welfare, medical and other expenses 67,368 66,818
e R Social security costs 51,832 49,397
792,112 655,687

AEEC2EARFHEAGNLERE
TRFPBETHEELSRRETE - &
RS  BEIEMESEN - RIF
BRARTE  AKEEABRABNEER
%%%%V%i& SERBES - HX

DRl RE B A#E19% K9% « ANEH
“ﬂ%%ﬁ@%m% 7% - HEREFKIR
HEB ARG AYE o [RUAEHRZIN - K
SEAEEAFET -

R8s (W)
mﬁ$lﬁ@2% % BRIESHE
RAzEBEHRE  BRIREBE R BRI
2K B RAREAMSHEA25% °

ARRBIA KRR B E A2
ETHBAR @ REBDEMSHME
B15% - RIEB B 2 D EMBRIEK
X ARERETHBRRZEEMSE
MMEBR_EENFE_ZT——_FH
FRBEZE25% - —T—SFEHEAL
FREHHER22% °

CATIC SHENZHEN HOLDINGS LIMITED

35

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. The Group has no further obligation beyond the
contribution.

INCOME TAX CHARGE/(CREDIT)

Pursuant to the relevant income tax law of PRC, the
subsidiaries of the Group established in the PRC were
subject to income tax at a rate of 25% unless preferential
rates were applicable.

For the Company and certain subsidiaries established in
Shenzhen special economic zone, the original enterprise
income tax rate is 15%. Accordance with the relevant
provision of the Corporate Income Tax law, the corporate
income tax rate of the Company and certain subsidiaries
will transit to 25% in five years from 2009 to 2012. The
corporate income tax rate was 22% in 2010.
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35 FREHEX(WA)E) 35 INCOME TAX CHARGE/(CREDIT) (continued)
oh - EEAXLE QR RBFRINEED In addition, certain companies of the Group are Sino-
¥ EmMREEATFEELEENKER foreign joint ventures which are entitled to full exemption
HEEEMNFER  EMTEREEY from PRC income tax for two years and a 50% reduction
FREMEMER - MBEE=FZ2HE in the next three years starting from the first profit-making
FRFHEER - year after offsetting available tax losses carried forward

from prior years.
KEBZMEMNBARRIEEZENERR Two subsidiaries of the Group, Fiyta and Maiwei were
—EENF= A+ /SBBITRFEI B established in Shenzhen Special Economic Zone before
BRI RZE—ZTEAIZE2% & 16 March 2009. They were entitled to a preferential
HOEMBSHMRE(ZZTNF 1 20%) ° income tax rate of 22% in 2010 (2009: 20%).
HFEEFPMERRSTEEEEINKI - 7] Qinghai CATIC Resource was established in Haixi
ZEERGTEASERAZERRE - I Prefecture of Qinghai Province. It was eligible for
R-_E—ZEFRZF15% 2 BEFAER preferential tax policies applicable for the development of
ME(ZZEZTNF  15%) ° western regions in the PRC, and entitled to a preferential
income tax rate of 15 % in 2010 (2009: 15%).
FINKE - EEXEMNFEEERERERBER Shenzhen Tianma, Shanghai Tianma and Shennan Circuit
EAEAPBRSHEMEEMESHESHE were qualified as High and New Technology Enterprises
BHHE  —E-ZTFR15%(ZFZT N in the PRC and were entitled to a preferential income tax
F:15%) ° rate of 15% in 2010 (2009: 15%).
REZAHERAS (WA)IT : Income tax charged/(credited) for the year represents:
—EB-FF ZETNF
2010 2009
AREFT AREFT
RMB’000 RMB’000
REEDEESH Current enterprise income tax 53,777 37,201
BREAKE REEIERE =R 7 E Deferred income taxes related to the
EFRSTR (Hat17) origination and reversal of temporary
differences (Note 17) 63,254 (80,062)
A RSB M E L 2 IRIEATSH Deferred income taxes resulting from
(HteE17) change in the tax rates (Note 17) (4,733) (7,208)
112,298 (69)
2010F E#HE FIPmEERGERA A 243
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35 FREBEX (W) )

35 INCOME TAX CHARGE/(CREDIT) (continued)

36

244

AEEGRBAEN, (BR) EE2HE
HREARNA R EME QR PAAEENE
AEZERBREZRET

The tax on the Group’s profit/ (loss) before taxation differs
from the theoretical amount that would arise using the
tax rates of the home country of the Company and its

subsidiaries as follows:

—E-ZF —ETNF
2010 2009
ARMFIT ARETFIT
RMB’000 RMB’000
B ER SR A& F (E8) Profit/(loss) before income tax 454,888 (288,849)
BN R EMBARS BEA Tax calculated at the tax rates applicable to
ZHE(15%ZE25%)5TE 2 the Company and its subsidiaries ranging
MB(ZZTTNEF : 15%=E from 15% to 25% (2009: 15% to 25%)
25%) 66,211 (46,340)
R R Bh i E A 2 IBIEFT1SHE Deferred income taxes resulting from
(Ha17) change in the tax rates (Note 17) (4,733) (7,208)
AERHIBER 2 RIS E Tax effect on unrecognised tax losses 47,499 42,508
BRSBTS Tax effect of subsidiaries which were
SNG4 entitled to exemption or reduction of
income tax - 9,230
NEERBERINR®R 2 EH Expenses not deductible for tax purpose 3,583 4,019
ARG 2 WA Income not subject to tax (15,147) (2,278)
A ANEH BRI IR B R Research and development expenses
eligible for additional deduction (4,544) -
ARERRILEFTETRIBEEN Tax effect of temporary differences for
el =B BEE which no deferred income tax assets
was recognised 18,656 =
HAh, Others 773 =
FrE RS (M A) Tax charge/(credit) 112,298 (69)

RRRESEFEARGER

ARBEDZFEARGEBETALRR
BB FEIRE - WA A R %68,023,000 7T
—TETAEF  AR%107,593,0007T) A
R o

CATIC SHENZHEN HOLDINGS LIMITED

36

LOSS 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 RMB68,023,000 (2009: RMB107,593,000).

ANNUAL REPORT 2010



B 7% #R Z Bif 5 Notes to the Financial Statements
RZZE—FF+-H=-+—H As at 31 December 2010

37 BRER 37
SRERRBERF IEAR QTSRS
BAEWERF (BB)RIAFERNB BT
LA INKE TR BT E -

EARNINGS PER SHARE

Basic and diluted earnings per share are calculated by
dividing the profit/(loss) attributable to equity holders
of the Company by the weighted average number of
ordinary shares in issue during the year.

—E-ZF ZEThF
2010 2009
NATREREA AEESF],  Profit/(loss) attributable to equity holders of
(BE)(ARKFT) the Company (RMB’000) 193,561 (165,566)
DEITE B 2 IEFHRE Weighted average number of ordinary
(FAR) shares in issue (thousands) 673,557 673,557
SREARNEERT(EIE) Basic and diluted earnings/(losses) per share
(AR#®ER) (RMB per share) 0.2874 (0.2458)
2 ZETERZZETNF+ A There are no potential dilutive shares as at 31 December

I 5%

=B EEEEEEEERG - B
W - ERREA R EFIER o

38 KE 38
NZTE——F = HJrﬂiEl’ijﬁZé%A
BEL ETEEITERZEEE_Z—
TFEF+ZA=+— Hti&?ﬁﬁﬁﬂﬁ%(:
TTNF  FE) c AR NEREBEZT
—EFF+_A=Z+—BLFEREPEH
BE(ZZEZTNGE - &) o

2010F E ks

2010 and 2009. Therefore the basic and diluted earnings
per share were the same.

DIVIDENDS

At the board of directors’ meeting held on 15 March
2011, the board did not propose a final dividend for the
year ended 31 December 2010 (2009: Nil). There was no
interim dividend for the year ended 31 December 2010
(2009: Nil).
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39 HEEE4ZHES 39 CASH GENERATED FROM OPERATIONS
FEOREN () AEBEEZREHN Reconciliation of profit/(loss) for the year to cash
FED - generated from operations:

—E-ZF —ZETNF
2010 2009
AR¥FT ARETT
RMB’000 RMB’000
BREFIS BRI, (E51E) Profit/(loss) before income tax 454,888 (288,849)
FHEIER - Adjustments for
M - BEMRREITE Depreciation of property, plant and
equipment 518,802 464,842
PRAE R 5 Amortisation of mining rights 11,796 28,334
o 3 f5B PR A B Amortisation of land use rights 8,248 4,713
H bR Other amortisation charges 12,766 11,347
WEMEME Y AnBEW  Fair value gain on investment property (74,406) (65,617)
R AT B 2 B U S Deferred income on government grants (104,682) (14,876)
HeETHEESFERE WS Gain from sale of available-for-sale
financial assets - (8,160)
HEWE BELKREZEE  Loss on disposal of property, plant and
equipment 3,545 6,124
LERE B HE 2 W Gain on disposal of investment properties - (7,006)
FE A Interest income (20,773) (8,661)
F 2 H Interest expenses 344,113 345,025
FE(EEEE A 2w A Share of profit of associates, net of tax
HIBRBE K (61,228) (11,391)
R EB A FL2 e Gain of disposal of subsidiaries (72,030) =
B R 4 B Financial subsidy (7,529) (36,885)
EEESE Changes in working capital 1,013,510 418,940
FEOEEM,E (Increase)/decrease in inventories (792,654) 12,348
B 5 R EH A NG N Increase in trade and other receivables (848,936) (216,782)
B 5 & H A FE AT I hn Increase in trade and other payables 1,216,768 356,443
CEBEBEEZIR® Cash generated from operations 588,688 570,949

246

CATIC SHENZHEN HOLDINGS LIMITED
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39 BEE4ACHES#)

REBE_FT-FTFF+_A=1+—HLF
BEZHRERER  FEFHNEZRNMER

39 CASH GENERATED FROM OPERATIONS

(continued)

In the cash flow statement for the year ended 31
December 2010, capital contribution to subsidiaries from

AL EEBIE non-controlling interests comprises:
—E-EF —ZTThEF
2010 2009
AREFT ARETFT
RMB’000 RMB’000
PR S Chengdu Tianma 252,000 411,600
IR E(Hit24) Fiyta (Note 24) 402,765 11,340
KE B (M it24) Shennan Circuit (Note 24) 48,314 18,699
703,079 441,639

REBE-FT-—FTFF+-_A=1+—HLF
BEZRERER  HEWE  BERR

In the cash flow statement for the year ended 31
December 2010, proceeds from sales of property, plant

BARIRE R E 2 FT8 I8 RIE and equipment and investment properties comprise:
—E-EF ZETNF
2010 2009
AREFT AREFT
RMB’000 RMB’000
HEME  BMEAREZ Net book value of property, plant and
WRESFE(KaE10) equipment disposed (Note 10) 18,110 12,970
HEREEEEY AR EE  Fair value of investment properties
(Btst11) disposed (Note 11) - 2,635
18,110 15,605
HEDE BERRENAR Proceeds from disposal of property,
HitnIEmBEE 2 B RIE plant and equipment and other
non-current assets 14,565 6,846
HEREMEME 7 TS IE  Proceeds from disposal of investment
properties - 9,641
14,565 16,487
HEME - BERRENUARIKZE (Loss)/profit from disposal of property,
HEME 2 (E18), %A plant and equipment and investment
(K15t29) properties (Note 29) (3,545) 882
2010F s FYPHEERBERA A 247
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39 EEE4CZHRE(H) 39 CASH GENERATED FROM OPERATIONS
(continued)
RBE-_ZE-—ZEFE+_A=+—RBILF In the cash flow statement for the year ended 31
ExBRenRER  HENBRARZAE December 2010, proceeds from disposal of subsidiaries
FOEEE ¢ comprise:
—E-TFRAZFAB  AEEBF On 26 May 2010, the Group disposed 67% interest
BENEMNAREREEERR QA in Guizhou Liu Zhi An Jia Zhai Coal Company Limited
([ZRE] TR EFREELG —BE= (“Anjiazhai”) to a third party, the cash flows from the
FeoBREREEZRERWOT disposal are as follows:
ARMT T
RMB’000
FrEBHEE Consideration received
—IREHE — Cash consideration 124,505
B EREFBNRENIREEEY  Less: Cash and cash equivalents held by Anjiazhai (1,656)
BAEEmESHIES F5E Net cash received from disposal 122,849
LBREFEENT The net assets of Anjiazhai are as follows:
—EEhE
®W®A t—A=t—H
On disposal 31 December
date 2009
AREFT ABREFT
RMB’000 RMB’000
mENEE Current assets 5,022 25,590
IEMEBEE Non-current assets 124,935 101,159
— TR (A E7) - Land use rights (Note 7) 14,234 _
—ERIERE([11578) — Mining rights (Note 8) 65,053 66,828
— W%« R RERE(H1210) - Property, plant and equipment (Note 10) 19,270 19,353
—EREIR(ME12) — Construction in progress (Note 12) 25,449 14,049
—IRERTISTR(H15E17) - Deferred income tax (Note 17) 929 929
mEEE Current liabilities (32,118) (21,189)
EREEE Non-current liabilities (19,860) (19,860)
FEE Net assets 77,979 85,700
248 CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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39 BEELCHS ) 39

R-_T-—TF-A-—HEEBEZANK
A BRRFEKINT

CASH GENERATED FROM OPERATIONS
(continued)

The revenue, expenses and net loss from 1 January 2010
to date of disposal are as follows:

ARET T

RMB’000

YA Revenue -
B SHERKA Less: Cost of sales (2,128)
Al g R Loss before tax (2,128)
JB - AR Less: Income tax -
EEEES Net loss (2,128)

—E-TFERAA-+RAE - A&EBEHHR
BREMNBEMEETHERERBREERA
A([HHRE TR ERHER —BF
=7 BAREREEZRERET ¢

On 26 May 2010, the Group disposed 67% interest in
Guizhou Pu Ding Xiao Jia Wan Coal Company Limited
(“Xiaojiawan”) to a third party, the cash flows from the
disposal are as follows:

AR FT
RMB’000
FrIES M (B Consideration received

—ReHE — Cash consideration 50,095
B RREFHANRE RIREZBY  Less: Cash and cash equivalents held by Anjiazhai (40,149)
EHEmESHIES TR Net cash received from disposal 9,946

HXEMFEEDT : The net assets of Xiaojiawan are as follows:
=2

EEZEH +t=-A=t+—H

On disposal 31 December

date 2009

AREFr AREFr

RMB’000 RMB’000

mEEE Current assets 40,357 18,450
ERBEE Non-current assets 23,136 5,933
— TP R (A7) — Land use rights (Note 7) 5,520 =

— SRR (H15E8) — Mining rights (Note 8) 10,476 =

— ¥ - = R&RE(HTiE10) - Property, plant and equipment (Note 70) 175 147
—ERTIRHZE12) — Construction in progress (Note 12) 6,965 5,917
mEAE Current liabilities (38,993) (14)
EEE Net assets 24,500 44,500
2010 ExRE FYPHEBR G ERQT 249



B 7% #R Z Bif 3 Notes to the Financial Statements

RZZE—ZFF+=-FA=+—H As at 31 December 2010

39 EEE4CZHRE(H) 39 CASH GENERATED FROM OPERATIONS
(continued)

HRERERETAUR_ZE—ZF—A Xiaojiawan did not recognise any revenue, expenses or
—HZEZZ BHEKRA - BRSF profit from 1 January 2010 to the date of disposal.
A o
HENBARMESHN FIRSHBEREA The total net cash received from disposal of subsidiaries is
AR #132,795,0007T ° RMB132,795,000.

40 EiE 40 COMMITMENTS
(a) EREE (a) Capital commitments

DAREENNEERBERAZE

Capital commitments at the balance sheet date

AFEEINT - but not yet incurred are as follows:
EE ¥ /NG|
Group Company
—E-%F ZTTNF ZF-BF ZTTNH
2010 2009 2010 2009
AREFT AREFT ARBEFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
EEENEES:T Contracted but not
provided for
EEYE  HEMNRE Purchase of property,
plant and equipment 621,130 658,892 - -
W B + bbb R Purchase of land use right - 1,987 - =
IHEESRHEE Investment in available-for-
"E sale financial assets - 128,000 -
RB AT ZIZE ©  Investment in subsidiaries:
—REXSMETFH - Chengdu Tianma
YN Microelectronics
Company Limited 72,000 180,000 - -
—BMEEERER - Guizhou Puding
EEEERAR Xiaojiawan Coal
Industry Co., Ltd - 41,700 - =
693,130 1,010,579 - -

250 CATIC SHENZHEN HOLDINGS LIMITED
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40 RIEE)

(a)

(b)

2010F E s

40 COMMITMENTS (continued)
EREEE) (@) Capital commitments (continued)
AEE NN
Group Company
—g-25 CTTAF -B-BF C—TENF
2010 2009 2010 2009
AREFT AREFT ARBEFT ARETT
RMB’000 RMB’000 RMB’000 RMB’000
BEREERTH Authorised but not
contracted for
M - BB MEE Property, plant and
(Kiit(a) equipment (Note (a)) 1,548,341 1,464,159 - =
SEEEA L REE Hotel modernisation and
renovation 21,629 228,606
1,569,970 1,692,765

ZEeEBREXE - FHE
B RLDERTFMERZ
FEREMEERES - o
B A A R ¥ 327,780,000
ot (2009 F : AR ¥
1,464,159,000 7T )

A R ¥ 380,000,000 7T
(2009%F : &) - AR%
503,000,000 7T (2009 £ :
) K& AR #337,561,000
JC(2009% : &) o

RERNERR
AEERE M RBT 2 A HUEH

4

nL

FRLEEINT ¢

(b)

(@)

The amount represents the costs for the
construction of the production plants and
equipments of Tianma, Shennan Circuit,
Fiyta and CATIC Resources amounted to
RMB327,780,000 (2009 RMB1,464,159,000),
RMB380,000,000 (2009: Nil), RMB503,000,000
(2009: Nil) and RMB337,561,000 (2009: Nil)

respectively.

Operating lease commitments
The Group had commitments under non-
cancellable operating leases in respect of office
premises as follows:

—E-=F ZETNF

2010 2009

AR¥FIT AR FT

RMB’000 RMB’000

iaE—F Not later than one year 42,122 36,517
HBiE—FATHIEASE  Later than one year and not later than

five years 137,140 201,665

179,262 238,182

AP mEERGERAR 251



B 73R R Mt s Notes to the Financial Statements

R-ZE—ZFF+-HA=+—H As at 31 December 2010

41

252

EBast 41 BUSINESS COMBINATIONS
—E-FFNA+HAB  AMERDE On 15 September 2010, CATIC Resources acquired
SEBASRLEERAR(IEEAE]) 51% of the equity interests in Yunnan Hongfu Fertilizer
51% KR - ZRRIETER ERBEHREFE Company Limited (“Yunnan Hongfu”). Its principal
EIMI - EHEH  EEAEMNFEE activities are explorating and processing of phosphorous
AR EBEASARE114,490,000 7T ° resources. At the acquisition date, the fair value of the net
BZEREHAEEDE - ERNE NG assets of Yunnan Hongfu amounted to RMB114,490,000
B AEEHER TEEEESERELH and there is no goodwill arising from the business
HERET - combination. As a result of the acquisition, the Group has
expanded its production capacity of the mining resources
segment.
ARETT
RMB’000
HE : Consideration:
—HE - Cash 114,490
BEOtBABNRE(RARZZ—ZF Acquisition-related cost (included in administrative
+_RA=+—"®ERFEZ expenses in the consolidated income statement for
EHEBERERPITRER) the year ended 31 December 2010) 310
CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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n=

41

—ZF+—-F=+—H As at 31 December 2010

kBadtm)
ERANTEITRNEERBREREBZ

41 BUSINESS COMBINATIONS (continued)
Recognised amounts of identifiable assets acquired,

£

liabilities assumed

REetE R

At

acquisition

date

ARETFT

RMB’000

He RIREEEY Cash and cash equivalents 114,793

B Prepayment 6,161

HoAth e R Other receivable 800

e SRMEE Available-for-sale financial assets 500

VI - BB MEE(HE10) Property, plant and equipment (Note 10) 8,735

EEIRMHE12) Construction-in-progress (Note 12) 68,382

b ERRE (A7) Land use rights (Note 7) 34,591

FRIERE (H1i28) Mining rights (Note 8) 65,256

BEEFTSRAEAZ17) Deferred income tax liabilities (Note 17) (22,654)

B 5 RHEMERK Trade and other payable (52,074)

AEEFEELE Total identifiable net assets 224,490

FEFESIME R Non-controlling interests (110,000)

5k Goodwill _
INE M AR ZELR - Outflow of cash to acquire business, net of cash

HBRFTESMIRS ¢ acquired:

—FEEMBAT RS — cash in subsidiary acquired 114,793

— IR HE — cash consideration (114,490)

RUEER 2 IRERA Cash inflow on acquisition 303

FEFE I MR s iR E IR R B 7D AT B

ZHEEMLHIETE

B=F—TFEAATAAMRE

EAREREMBA - #=ZF—FFNA

+HAZE_ZT—ZEF+_A=+—8
EMAEDE T ARKA,179,0007T K 18

4o

EEMAEE T -TF A —HKA
- BREEERERGOBBRARE
1,438,0007T °

2010F E s

The non-controlling interest is measured at the non-

controlling interest’s proportionate share of the acquiree’s

identifiable net assets.

No revenue was recognized by Yunnan Hongfu since 15
September 2010. Yunnan Hongfu contributed loss of

RMB1,179,000 over the period from 15 September 2010

to 31 December 2010.

Had Yunnan Hongfu been consolidated from 1 January
2010, the consolidated statement of comprehensive
income would share loss of RMB1,438,000.
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254

EXBRERRZ

AEBRPMEIRINID R (A B
Y ZBBREDES - ZARFBERRR
58.77%P% 170 o E#r41.23% %D 1A RIF
B EEZRAPMBERINIAR KA EM
ET¥EERADRARNRG 2 HEXE
BARIRAEE 2 &EKIERAT]

MENBRARAZERAR - REE
BRAR - HMBAR - Hib i BB
EERYHEZESNZEECERANB R
A ARAAIEFIREABATZEZR
A ARAE - ERATREKEERA
AZEZEREABREBRATINR
FERKE °

7
BN AEBERERKLBIEPEA
FETETHNEARENR S M HEE
R PEEMNERBRINT

B AN B 75 ek Bt R (D P iR BR AV R E )y

CATIC SHENZHEN HOLDINGS LIMITED

42

SIGNIFICANT RELATED PARTY
TRANSACTIONS

The Group is controlled by CATIC Shenzhen Company, a
state-controlled company established in the PRC which
owns 58.77% of the Company’s shares. The remaining
41.23% of the shares are widely held. The directors
regard CATIC Shenzhen Company and Aviation Industry
Corporation of China as the immediate holding company
and ultimate holding company of the Group respectively.

Related parties include the Company’s holding company,
ultimate holding company, 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, holding company and its ultimate holding
company and their close family members.

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:
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42 EXBEEIRS#H)

(a)

2010F E s

42 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

HEBMANRS (@) Transactions with related parties
rEH
Group
—E-ZF —ETNF
2010 2009
AR¥TFIT ARETT
RMB’000 RMB’000
HERATR Transactions with the holding company
EZRKMBATNR S and fellow subsidiaries
WA - Revenue:
HEED Sales of goods 253,943 28,000
FHEUWA Rental income 10,485 7,575
ERB Management fee 10,223 =
T RGE Technical service fee 87,948 -
362,599 35,575
BEEMMERE Purchase of good and service:
BEER Purchases of goods 143,267 17,611
BERE Purchases of equipment - 108,690
HERE Purchases of services 96,878 37,395
240,145 163,696
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(@) EBREBINXZ(E)
BRI ER RS -
ARAE-—HEBELE  &HKE
BARTEKAT - BEBFZES
TRABRANEE — Mo EE
MEENER - ARBIHREMH
TEBFZEHNERZHNR S
BREBIRD  EURFHTE
BREXLEARTFRERE R
CHRBRITESER - AFE -
RRRETF F A B IR & E R F X
EBBRIT - MAAOEREE
KEBBIRTT °

(b) EREELNA
HEERARZEHRARRE KA

SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(a)

(b)

Transactions with related parties (continued)
Transactions with government related entities:

The Company is a state-owned enterprise
ultimately controlled by the PRC government. The
PRC government controls a significant portion of
the productive assets and entities in the PRC. The
transactions between the Company and other PRC
government controlled entities are related party
transactions. These transactions mainly include
depositing cash in and obtaining borrowings
from certain stated-owned banks. Nearly all of
the Company’s cash were deposited in and all of
the borrowings were borrowed from state-owned
banks during the year.

Balances with related parties
The balances with related parties companies are
non-interest bearing and repayable on demand.

REE

Group
—E-2F —ETNF
2010 2009
AR¥TFIT AREFT
RMB’000 RMB’000

BEEZRMEB AR 248 Balances with fellow subsidiaries

FEIRE R M EMERNF  Accrual and other payables 443,783 24,178
H b e R Other receivables 262,421 36,729
256  CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2010
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42 EBEABEEAIRF#H) 42 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
(c) fBE (c) Borrowings

AEE

Group
—E-=F —ETNF
2010 2009
AREFT AR TFT
RMB’000 RMB’000

REERATZEE Borrowings from the holding company

RE (B ati) At beginning of the year (Note i) 192,000 -
W& E (i) Proceeds from borrowings (Note ii) 196,500 192,000
BRES (N ) Repayment of borrowings (Note i) (92,000) -
NER At end of the year 296,500 192,000

0] M7 FEFF IS - ASE—HEA (i) As detailed in Note 27, a subsidiary of the
AIEEEERARNDSFEELESRAEA Group obtained a loan from the immediate
R #100,000,0007THIEZK - holding company with a year end balance of

RMB100,000,000.

(ii) RZZT—ZTF  ARRIBEEERA (ii) In 2010, the Company borrowed a total
AlA HEEAARE196,500,0007T (= loan amounts of RMB196,500,000 (2009:
TTNF : AR¥192,000,0007T) ° RMB192,000,000) from the immediate holding
ZERELR  BERZT——F+= company. The amounts are unsecured,
AE®RE  BRENF556%%E5.81% repayable in December 2011 with the interest
(ZZZTNF : NT5.56%=E5.81%) ° rate ranging from 5.56% to 5.81% (2009: 5.56%

to 5.81%).
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@ RZZBE-ZTF+—-HA=1+H =K
R A Bl R e B ZE S R 4
BRERAB(HHMER]) B
R A B BURYIR A R db R
REMRARAR(TIERRE])
(Hhal EJ7 1) BRI =AW B a5
(FesE®E=R1] - THHE#ER2] -
[SHEREZRI]) - PHMERZHH
RN ARMEZRZERAR - M
It R BEEFHMERFEERR
AFEMETXEERRNME

NCIIE

BIEERMEERZ WERE - K
N B IEHER E U m A B R
EEHEREHEHERER KK
AR BB AL A BI100% A% 7 ~ A
MBI EFT AT 100% [ #E ~ M
B BRI A B1100% A4 ~ i
BMEEBRNANRO7.5%HE « &
MBI T2 AR A A 100% B HE &
PEBRBERAT([HMER])
40% A HE

1B % B iR BRI A 7 2 U BE
% ARRBKERE WS
MERYN AR ERERELER
MERII AR FFHERNEEER
2 REBFIIME=IZEGHBREAT
100%f%#E

258 CATIC SHENZHEN HOLDINGS LIMITED

SUBSEQUENT EVENTS

(@)

On 30 November 2010, the Company entered
into three acquisition agreements (“the Sale
Interest 17, "the Sale Interest 2”,”the Sale Interest
3”) with AVIC International Holding Company
(“AVIC International”), Catic Shenzhen Company,
immediate holding company, and Beijing Raise
Technology Company Limited (“Beijing Raise”)
(collectively “the Vendors”), respectively. AVIC
International is the immediate holding company
of Catic Shenzhen Company, and Beijing Raise
is a subsidiary of Aviation Industry Corporation
of China , the ultimate holding company of AVIC
International.

Pursuant to acquisition agreement with AVIC
International, the Company has conditionally
agreed to acquire and AVIC International have
conditionally agreed to sell the Sale Interest 1,
which represents 100% equity interests in AVIC
International Beijing Company Limited, 100%
equity interests in AVIC International Xiamen
Company Limited, 100% equity interests in AVIC
International Guangzhou Company Limited, 97.5%
equity interests in AVIC International Trade &
Economic Company Limited, 100% equity interests
in AVIC International Engineering Company Limited
and 40% equity interests in AVIC International
Vanke Company Limited (“AVIC Vanke”)

Pursuant to acquisition agreement with Catic
Shenzhen Company, the Company has
conditionally agreed to acquire and Catic
Shenzhen Company have conditionally agreed to
sell the Sale Interest 2 held by Catic Shenzhen
Company, which represents 100% equity interests
in Shenzhen Aero Fasteners MFG Company
Limited;
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43 HIRZEE#) 43

() (#&)
RIFERE AR B2 WEHE - &
R AEGHERZWE M R E
BRHRBELELRRENEA
MSEERERES - RERFMERI20%
B R MIREREEER
PR & T AFI90% A% - Ak &8 i
h BB E B R A A160% AR -
EHPMLERMESR QA
40%[RHE - BEPMIEERME
B R A F150% AR 1 K 78 &2 i i
BEREEEERARISI%RME

KB EHFEHZE AR
HE  ADQDAERERET
437,264,906 18 % - BRE®R A
AR®3157T + B/ K EHEBET
MBS R MR B - i EOR
IAB R R BEEIT KA E
BMRMES  EEZAEERE
918,981,497 IR i% 5 - B &)=
BEAARKIATTT -

“E——F-A+XAR " ARH
BREAGHET LRS- A%
EX B NFEETAABRESE

AEEEEEEEERRHE -
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SUBSEQUENT EVENTS (continued)

(a)

(continued)

Pursuant to acquisition agreement with Beijing
Raise, the Company has conditionally agreed to
acquire and Beijing Raise have conditionally agreed
to sell the Sale Interest 3 held by Beijing Raise,
which represents 20% equity interests in AVIC
Vanke, 90% equity interests in Beijing Zhonghang
Rixin Management and Investment Company
Limited, 60% equity interests in Chengdu AVIC
Raise Real Estate Company Limited, 40% equity
interests in Wuxi AVIC Raise Real Estate Company
Limited, 50% equity interests in Shenyang AVIC
Raise Real Estate Company Limited and 51%
equity interests in Xi’an AVIC Raise Xi Kong Real
Estate Company Limited.

Pursuant to the above acquisition agreements, the
consideration shall be satisfied by the Company
by allotting and issuing 437,264,906 shares at
the price of RMB3.15 per share; and/or issuing
the permanent subordinated convertible security
convertible into not more than 918,981,497
shares at the initial conversion price of RMB3.47
per share, to AVIC International, Catic Shenzhen
Company and Beijing Raise, respectively upon the
completion of the acquisition.

On 16 February 2011, the Shareholders’
General Meeting of the Company approved
the transactions mentioned as above, but they
are subject to final approval to be obtained
from the State-owned Assets Supervision and
Administration Commission State Council of the
PRC.

AP mEERGERAR 259



B 73R R Mt s Notes to the Financial Statements
RZZE—FF+-H=+—H As at 31 December 2010

43 HIRZEE#) 43

b)) REEFER_FTAFT A
TNABZRE  RERBETE
REESEH  ABBRABERY
TREEKRNERABTEANNE
fit EARBARRBEITHA - Mk
ORISR E c REARHN-F
—EFE T AREFEBFEE
EEZBE([FEE) £Ha
AHEEEHZESHE - #1E
—E-EHFF+_A=+—HL*F
Btk REEFQRTHEEET
REHHBBEREREERBER
B - AEHRETFEEEENE
KMGBEHAZNER - HAM
HEMHETHRT BRI MTE
% BREFEITEIZESE
= o

(©) —Z——F®_A-_+HH X5
83 R ORI A BT B A FR Y
R EFRI TR ek ([ %
#Z) Bl RYIFRMABEFE
—FHRAZFARASERHEIER
NEC LCD Technologies, Ltd. f%
RZRER o I M EFIEN
REZFEEER/ARMK1,000,000

JC ©

260 CATIC SHENZHEN HOLDINGS LIMITED

SUBSEQUENT EVENTS (continued)

(0)

Pursuant to a Board of Directors resolution
on 18 November 2009, a substantial assets
restructuring plan was proposed by Tianma for
acquisition of non-controlling interests by way
of issuing of new shares by Tianma to the other
shareholders of Shanghai Tianma including CATIC
Shenzhen Holdings Limited. The transaction
was not approved by the Review Committee of
Merger, Acquisition and Reorganization of Listed
Companies (EFMAGIHIEEHEZEE) of China
Securities Regulatory Commission (“CSRC”) in
December 2010. Subsequent to the year ended
31 December 2010, the board of directors of
the Tianma has decided to continue and re-
activate this substantial assets restructuring
project. Tianma will supplement, amend and
improve the substantial assets restructuring
application materials in accordance with the
requirements of CSRC and the comments of the
Review Committee of Merger, Acquisition and
Reorganization of CSRC, and will re-submit the
amended application materials to CSRC for its
review as soon as possible.

On 25 February 2011, Tianma and Shenzhen
CATIC Opto-electronics, a subsidiary of Catic
Shenzhen Company, has entered into an entrusted
management agreement (the “Agreement”),
pursuant to which Shenzhen CATIC Opto-
electronics has entrusted Tianma to manage its
rights as shareholder of NEC LCD Technologies,
Ltd. for a term of one year. The entrustment fee
payable by Shenzhen CATIC Opto-electronics to
Tianma is RMB1,000,000.
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