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Financial Highlights

RESULTS SUMMARY
(For the year ended 31 December 2011)

(RMB’000)

Revenue and profit:

Revenue 10,435,966 6,964,551 5,092,883 4,077,074 3,357,210
Profit/(loss) before taxation 545,550 454,888 (288,849) 5,919 398,607
Profit/(loss) after taxation 486,377 342,590 (288,780) (41,665) 338,084
Attributable to:
Profit/(loss) attributable to equity holders of

the Company 212,469 193,561 (165,566) 1,282 231,654
Non-controlling interests 273,908 149,029 (123,214) (42,947) 106,430
Basic earnings per share attributable to

equity holders of the Company (RMB) 0.3155 0.2874 0.2458 0.0019 0.3642
Dividends per share attributable to

equity holders of the Company (RMB) 0.03 0 0 0 0.06

ASSETS SUMMARY
(As at 31 December 2011)

(RMB’000) 2011 2010 2009 2008 2007
Total assets 18,796,153 17,267,413 183,626,354 11,795,652 9,381,259
Total liabilities 13,180,188 12,318,964 9,802,017 8,100,414 5,256,735
Total equity 5,615,965 4,948,449 3,824,337 3,695,238 4,124,524
Equity attributable to equity holders of

the Company 2,268,293 1,977,482 1,698,513 1,872,783 2,105,156
Non-controlling interests 3,347,672 2,970,967 2,125,824 1,822,455 2,019,368
Net assets per share attributable to equity

holders of the Company (RMB) 3.37 2.94 2.52 2.76 3.10
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TURNOVER
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Chairman’s Statement

It is my honor to present the 2011 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
RMB10,435,966,000, representing an increase of approximately 49.84% over the previous year of
RMB6,964,551,000. The overall gross profit was approximately RMB2,042,635,000, representing an increase
of approximately 35.69% over the previous year of RMB1,505,409,000. The Group’s profit attributable to the
shareholders (excluding minority shareholders’ interests) amounted to approximately RMB212,469,000, representing
an increase of approximately 9.77% over the previous year of RMB193,561,000.

Despite various external factors such as the worsening European debt crisis, global economic depression and
increasing inflation pressure on the domestic economy in 2011, the Group’s annual strategy on the theme of
“Supremacy, Efficiency and Synergy” continued to drive businesses to new heights and enhance transformations,
increase efficiency, as well as promote organizational synergy. Our main businesses continued to perform well.
The large-enterprise business strategy adopted by the LCD businesses proved effective, with both technological
development and product structure modification progressing well. As such, the capacity of Chengdu Tianma and
Wuhan Tianma expanded. The electronics assembly and closed substrate business of PCB achieved breakthrough
last year, the national key technological project progressed well and the construction of the production base in
Wuxi has begun. Meanwhile, the brand building exercise of the Tricolor brand of the Fiyta Watch proved successful.
We were among the first domestic brands to exhibit in the International Hall of the Basel International Watch Fair,
and the annual profit and turnover of the Harmony World Watch Centre chain expansion managed to achieve
outstanding growth. The Resource Business was actively implementing product research and development, as well
as process reengineering of its potassium fertilizer business. Meanwhile trial production of phosphate fertilizer has
commenced, with focus on the development of agricultural service in order to turn a profit. Meanwhile, renovation
of the GIB Company Building was completed and its Grand Opening was held with success. Furthermore, on the
occasion of the 14th anniversary of the Group’s public listing in September 2011, a press conference was held to
announce to the public and investors, the basic completion of acquisition of the shares of 12 enterprises by our
parent company, CATIC International Holdings Limited, further strengthening the operation and influence of our
Group.

The Group is constantly driving for sustained rapid business development, as well as efficiency and management
practices improvement, and achieved outstanding results in strategic management, innovative management, capital
financing and personnel development. The Group completed its first annual “5+1+5” strategy update in 2011,
establishing a dynamic strategic management system. Actively developed an innovative business profit model,
continually optimized the business management system and actively reengineered the operating structure and
process in order to promote production excellence, as well as improve operational and personnel efficiency. Asset
management efficiency was also improved by innovative management practices, cost control and disposal of low-
efficiency assets. Continual improvement of the Company’s value creation capabilities, enhanced organizational
and decision-making efficiency, actively promote innovative capital financing to create multi-channel financing, so
to effectively improve capital co-ordination and distribution capabilities. Actively introduce enhancement training
for workers with potential and leadership development for top executives, systematic talent development and
compensation packages for top executives, as well as establishing a platform for key-personnel referral and
development. Furthermore, reinforcement of corporate culture change, commitment to social responsibilities, as
well as active promotion of message building and risk control measures was also carried out.
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Looking ahead to 2012, faced with the uncertain external environment, the Group will concentrate on the
effectiveness and efficiency of the business, continuing to pursue its strategy on industry supremacy. With its
annual strategy of “improved efficiency, restructure, and empower”, to accelerate the enhancement of its core
business, further promoting its management innovations, and continue to improve its operational efficiency so to
enhance its overall operational performance. Restructuring of the core business market, customers and products
with respect to the competitiveness of the core business will be accelerated by means of enhancing the Group’s
internal capacity such as innovative business model, market development, technological research and development,
supply chain management. Control of low-efficiency assets ratio to facilitate the effective turnover of business
assets, as well as continual strategic cost control and operational risk control. At the same time, we will continue to
improve corporate governance, enhance decision making, budget planning and investment management process to
further boost the Company’s creative value. Restructuring of the Company and its subsidiaries’ corporate structure
to improve the Group’s overall efficiency. Continue to enhance leadership of the core top executives, as well as
introduce personnel development system for the middle- to top-management to reinforce corporate culture change
S0 to maximize the promotion of a sustained and rapid business growth.

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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CORPORATE ORGANIZATION CHART
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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 2011
were primarily derived from the following subsidiaries:

Percentage of
equity held by

the Company as at

Name of subsidiary 31 December 2011 Principal activities

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

Shennan Circuit Co., Ltd. (“Shennan 93% 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 store sales
of luxury 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

In 2011, the Group recorded a consolidated revenue from continuing operations of approximately
RMB10,435,966,000, representing an increase of approximately 49.84% over the previous year of approximately
RMB6,964,551,000. The overall gross profit was approximately RMB2,042,635,000, representing an increase of
approximately 35.69% over the previous year of approximately RMB1,505,409,000. The Group’s profit attributable
to the shareholders (excluding minority shareholders’ interests) amounted to approximately RMB212,469,000,
representing an increase of approximately 9.77% over the previous year of approximately RMB193,561,000.

In 2011, by closely adhering to the yearly strategic theme of “Supremacy”, “Efficiency” and “Synergy”, the
Group capitalized on the development opportunities and continued to adopt rapid growth as its core strategy.
The pace of innovation and breakthrough in its business model was accelerated, which resulted in the upgrade
and transformation of the businesses. The performance of principal businesses had been remarkable. With the
production capacities of Chengdu Tianma Microelectronics Co., Ltd (“Chengdu Tianma”) being released, which
contributed to a significant enhancement in the overall performance of LCD business, there was a steady growth
in the revenue and earnings for the year. Through innovation in management and enhancement of technological
capabilities, rejuvenating the supply chain management, as well as improving quality management and control, the
revenue of the principal operations for the PCB business reached new heights. Benefited from the steady growth
in the overall consumption market, the result of the luxurious wrist watches business was improved significantly
upon affirming the branding operations, actively developing the sales channels, and further improving the supply
chain. As a result of the production and sales in potassium fertilizers, the rise in price and the sound operation
of the chemical fertilizer segment, the resources business reaped gain and enjoyed a turnaround in performance
with significant improvement in the revenue for the year. The renovation project of the hotel was completed and
operation was duly commenced on 25 June 2011. As such, the revenue of the hotel business maintained its
upward moving trend. However, the increase in finance costs and management fees from the renovation project
brought negative impact to the earnings and loss was recorded.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Summary of Performance (continued)
The turnover and profit/(loss) of the Group for 2011 with comparative figures for 2010 are as follow:

Turnover by Segment (RMB’000) 2011 2010
LCD 4,528,752 3,321,736
PCB 2,058,749 1,578,891
Manufacture and sales of watches 2,470,674 1,700,608
Resources 1,096,776 189,529
Cable TV Equipment 49,081 47,745
Investment Properties 135,139 126,042
Hotel 96,795 -
Total 10,435,966 6,964,551
Profit (Loss) after income Tax (RMB’000) 2011 2010
LCD 252,244 150,028
PCB 140,516 148,710
Manufacture and sales of watches 139,159 53,538
Resources 10,321 (7,363)
Cable TV Equipment 2,415 1,123
Investment Properties 44,069 88,467
Hotel (87,254) (42,197)
Other items (15,093) (49,716)
Total 486,377 342,590
LCD

The Group engages in the Research and Development (R&D), design, production, sales and servicing of liquid
crystal displays (LCD) and liquid crystal modules (LCM) products through its subsidiary, Tianma. In 2011, the
Group’s turnover from LCD business was approximately RMB4,528,752,000, surged by approximately 36.34%
over RMB3,321,736,000 for the previous year. The profit after taxation was approximately RMB252,244,000,
representing an increase of approximately 68.13% over the profit after taxation of approximately RMB150,028,000
for the previous year.

Global economy was still sluggish in 2011. The impact brought by the debt crisis in Europe to the countries around
continued to extend. The unemployment rate in Europe and the United States lingered at a relatively high level. The
expenditure by consumers in electronics products was relatively low, and brought certain shock to the electronics
products market. Most of the large-size panel manufacturers in the world suffered from the losses, whilst the small-
to-middle size panel industry sustained its momentum in the growth under the trend of smartphones and tablet
computers.

Faced with a complicated and variable situation in the market, Tianma further defined its corporate strategies
and reformed its organization structure. Different job functions were integrated and the operation matrix model
was implemented in its management. The strategy of major customers was executed and long-term cooperation
relationship was built up with reputable telecommunication equipment providers within and outside China.
The product mix was realigned proactively and significant improvement was achieved from acceleration in
technology development. Upon the revamp of recognition by major customers within and outside China and the
competitiveness in the domestic market, the capacity of the newly built production line was gradually released. The
share of market by Tianma was further lifted, with revenue growing over the same period last year. However, as the
level of salaries and wages in the market rose, Tianma’s operating profit was subject to adverse impact to a certain
extent.
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BUSINESS REVIEW (continued)

LCD (continued)

During the reporting period, Shanghai Tianma Microelectronics Co., Ltd. (“Shanghai Tianma”) completed the test
at the assembly line of its OLED project with the automated processing in the streaming chip commenced. The
first coloured-AMOLED sample was lighted up successfully on 20 February 2012. The sample of 12-inch AMOLED
product was lighted up successfully in December 2011. The full year performance of Chengdu Tianma was
satisfactory. The installation of equipment for expansion in production and the trial operation were completed as
scheduled. Such expansion project significantly increased the monthly capacity of Chengdu Tianma.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

LCD (continued)

During the reporting period, Tianma have been entrusted with the management of Shenzhen CATIC Opto-
electronics Limited (“Shenzhen CATIC Optoelectronics”). Shanghai Tianma, after being entrusted with the
management at Shanghai CATIC Opto-electronics Limited (“Shanghai CATIC Optoelectronics”), have been
entrusted with the management of Xiamen Tianma. These tasks did not only enable Tianma to share its successful
management experience to achieve operation synergy, but also bring Tianma a new business model and income
source.

Gross Profit Margin

2011 2010

(RMB’000) (RMB’000)

Sales revenue 4,528,752 3,321,736
Cost of sales 4,001,637 2,863,603
Gross profit 527,115 458,133
Gross profit margin 12% 14%

Market Structure

Sales region 2011 2010
PRC 41.30% 44.06%
Hong Kong 20.63% 24.63%
Europe and America 9.00% 12.75%
Southeast Asia and others 29.07% 18.56%
Total 100.00% 100%

Product Structure

2011 2010

LCD 28.2% 20.3%
LCM 71.8% 79.7%
Total 100% 100%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

PCB

The Group, through its subsidiary, Shennan Circuit, engages in the production and sales of middle to high-end
multi-layer PCB products, which are mainly used in high technology fields such as telecommunication, aeronautics
and astronautics, medical services, automobile and industrial control. In 2011, the turnover from the PCB
business of the Group was approximately RMB2,058,749,000, rose by approximately 30.39% over approximately
RMB1,578,891,000 for the previous year. The profit after taxation amounted to approximately RMB140,516,000,
representing a decrease of approximately 5.51% over approximately RMB148,710,000 for the previous year.

In 2011, different segments of the electronics supply chain in the world was hit by the curtailing of orders. Together
with the unforeseen events frequently occurred during the year, such as the earthquake in Japan, the crisis in Syria
and the flooding in Thailand, the global electronics and information technology industries lacked the driving force
for growth. However, with the trend of smartphones and tablet computers still lasting since 2010, the PCB industry
in the world recorded a growth of 7.4% to US$56.37 billion in 2011, according to the latest report of prismark,
a research institute authoritative in the PCB industry. As the “hub” for the global PCB industry, China recorded
a growth of 14.8% to US$22.93 billion, with the proportion to the global market increasing from 38% in 2010 to
40.7%.

Subject to the unfavourable factors such as the considerably complex industry environment, as well as ongoing
surge in labour costs and raw materials price, Shennan Circuit actively pursued for innovation in management
and enhancement of technological capabilities, rejuvenating the supply chain management, and improving quality
management and control. As a result, the profitability of the PCB business continued to strengthen. The shock
on profitability from systematic risks was thus mitigated. Shennan Circuit accelerated its pace in the development
of the market through the committed cooperation by different departments ranging from marketing, research and
development to operations. The principle of customer-orientation was adhered. Whilst expansion was achieved
in the scope of the core markets, more endeavours were devoted to other markets and the technical marketing
was reinforced with its application being enhanced, which provided cohesive technical support to the research
and development as well as application of new products and new technologies for customers in a highly efficient
manner in all respects with prompt response. The performance in quality and product delivery was improved to a
material extent. In 2011, the sales income of Shennan Circuit made breakthrough and reached new heights. The
development of a new businesses, packaging substrate business and electronics assembly business were still in
their early phase of development, that brought certain adverse effect on the overall profitability.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
PCB (continued)
Gross Profit Margin

2011 2010

(RMB’000) (RMB’000)

Sales revenue 2,058,749 1,578,891
Cost of sales 1,650,520 1,206,970
Gross profit 408,229 371,921
Gross profit margin 20% 24%

Market Structure

Sales regions 2011 2010
PRC 76.81% 76%
Europe and America 10.14% 14%
Southeast Asia and others 13.05% 10%
Total 100.00% 100%

Product Structure

2011 2010
Telecommunication Equipment 63% 69%
Consumer electronics 8% 2%
Others 29% 29%
Total 100% 100%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Luxurious Wrist Watches

The Group engages in the brand operation of middle and high-end watches and chain sales of prestigious watches
around the world 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 2011, the turnover of the watch
business of the Group amounted to approximately RMB2,470,674,000, representing a growth of approximately
45.28% when compared with RMB1,700,608,000 of the previous year. The profit after taxation amounted to
approximately RMB139,159,000, representing an increase of approximately 159.93% when compared with the
previous year of RMB53,538,000.

During the year of 2011, the consumption of luxury goods in China continue to increase upon the rapid
development of the economy in China. As at the end of December 2011, the annual consumption of luxury goods
(excluding private jets, leisure boats and luxury limousines) in China amounted to US$12.6 billion in aggregate
and accounted for 28% of share in the global market. China had become the luxury goods consumption country
with the largest share in the world and luxury watches was one of the segments with the highest growth in luxury
consumption for the year. Under such premises, through the building of the product brands with the “VIOLA
TRICLOR” strategy and the world prestigious watch sales channel of Harmony, the watch business of the Group
adopted positive measures and devoted to creation under these two main lines of operation. New projects were
kicked off and under administration. With the reasonable control in costs, the supply chain was improved and
the critical processes were rationalized. Sales and marketing activities of the brands was uplifted and a reputable
branding image was rooted. With the expansion in market share, the recognition and reputation in the enterprise
was enhanced and excellent results were achieved.

During the reporting period, Fiyta adhered to the “VIOLA TRICLOR” multi-brand strategy, i.e., the “FIYTA” brand,
the high-end brand “Emile Chouriet” and the fashion brand series, continued to improve the “4P+C” brand building
pattern, through which all brands recorded rapid growth. The “FIYTA” brand first participated in the Baselworld
Watch and Jewellery Show in March 2011, and was first housed under the International Brands Gallery. The
brand image was fully demonstrated and communicated on the international arena, where a brand from China
showcasing together with the world’s first class watch brands. Marketing and promotion activities were conducted
by fully leveraging on the effect of an image spokesman and the brand image was enhanced swiftly. The product
categories were enriched upon the demand from consumers and complemented with the popular series such as
the “Photographer” and “Elegance”. High-end products such as the enamel wristwatch under the Art Collection
were launched into the market. The channels in the second and third tier cities were expanded rapidly. The
establishment of outlets was proceeded steadily and the creation of an e-commerce platform was actively explored.
Through augmenting customer experiences and facilitating communications, the satisfaction from consumers
improved steadily. There was rapid growth in revenue and profit. The business of “Emile Chouriet”, the high-end
wrist watch brand, grew rapidly. During the year, 56 new sales points were added to a total of 176. The channels
for the fashion brands, namely JEEP, MINI, COSMOPOLITAN, were created with priority. Distributors for developing
in the first tier cities were engaged and consignment counters were opened. As for the market in Southeast Asia,
the deployment of channels was completed. In 2011, the number of sales points reached 274, including 127 sales
points in 7 countries and regions overseas. At the same time, sales channels such as network and credit were also
evolved.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Luxurious Wrist Watches (continued)

During the reporting period, the chain sales operation of Harmony World Watch Center capitalized on the
opportunities arising in the market and commenced professional sales with remarkable results under the stated
strategic objective in the changing environment. Sales points in the channels were actively expanded. In 2011, 39
new sales outlets of Harmony, 23 fashion brands watch stores were opened and 21 Henglianda world watch stores
were added. The total number of stores as of the end of the year reached 251 (of which 174 under Harmony,
28 under fashion brands and 49 under Henglianda). As a result of consolidation in internal management, new
services were launched successfully in accordance with the customers’ experience and the effect was ample. With
respect to the enrichment in branding, expansion of channel, customer services, operation management and team
building, the Company accomplished tremendous progresses through which the operation capacity was boosted
significantly. Sales and profit grew steadily and market share continued to expand. The influence over the industry
and the recognition by the consumers were elevated considerably. After obtaining the award of “Asia Top 500
Brands” last year, Harmony was also selected as the “Chinese brand value Champions” and it was the only watch
retailer selected in China.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
Luxurious Wrist Watches (continued)
Gross Profit Margin

Sales revenue

2011

(RMB’000)

2,470,674

2010

(RMB’000)

1,700,608

Cost of sales 1,633,312 1,203,259
Gross profit 837,362 497,349
Gross profit margin 34% 30%
Gross profit margin of Fiyta timepieces 7% 67%
Gross profit margin of Harmony timepices 26% 25%
Market Structure

Sales region 2011 2010
Northeastern China region 9.47% 10.34%
Northern China region 15.41% 14.31%
Northwestern China region 27.02% 24.59%
Southwestern China region 9.79% 11.34%
Eastern China region 12.11% 12.01%
Southern China region 26.20% 27.41%

100% 100%

Total
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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 businesses that can be dominant in the industry and
gaining sustainable development. In 2011, the resources business of the Group recorded turnover of approximately
RMB1,096,776,000, representing an increase of approximately 478.69% as compared with RMB189,529,000 in
the previous year. The profit after taxation was approximately RMB10,321,000, with a turnaround in its results as
compared with the previous year.

As to the potassium fertilizer business, the costs of mining surged upon the complicated macro-economic situations
and the further exploration of underground resources at Mahai Mining Area. Qinghai CATIC Resources Company
Limited (“Qinghai Company”) used its best endeavours to reduce the consumption of production units so as to
lower the production costs and enhance the profitability through innovation of relevant technologies and segmented
management of the production progress. In particular with technology innovation, the secondary grinding overflow
equipment together with submarine solution containment researched and developed by Qinghai Company on its
own allowed the revamp of production technologies into a new era and made breakthrough. Through the integrated
application of low grade ores and reform on the flotation process, recovery rate was improved. 135,000 tonnes
of potassium fertilizer were produced during the year, an increase of 18.43% over the previous year. The average
selling price rose by 36% over the previous year. The steady increase in both sales volume and pricing strongly
facilitated the growth in revenue and profit of CATIC Resources for the year.

As to the phosphate fertilizers business, Kunming CATIC Phosphorus Chemical Industry Co., Ltd. (“Kunming
Company”) completed the pre-operation overhaul for bulk mining. Issues such as adding equipment at mining
sites, and applying for mining resources report were resolved. During the Reporting Period, Bailongtan commenced
normal operation successfully and obtained a total of 30,000 phosphorous ore from mining contracts. Moreover,
phosphorous tail ore of the year before previous year was disposed, thereby pushing the income from its principal
operations significantly higher than the same period last year, and was the primary factor attributable to the
growth in profit for the year by CATIC Resources. Yunnan Hongfu Chemical Fertilizers Co., Ltd. (“Yunnan Hongfu”)
obtained the mining permit at Daaozi phosphorous mine during the year. The design and appraisal for items of
its mining projects were completed and passed the review by experts at relevant authorities. The equipment of
monoammonium phosphate under construction was ready for trial production, and thus the construction of sulfuric
acid, phosphoric acid concentration and flotation equipment were commenced to support the operation of the
whole project. The construction of various auxiliary facilities were basically completed. As Yunnan Hongfu was still
in the phase of construction in 2011, production was not yet officially commenced.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Resources (continued)

As to the chemical fertilizers business, the chemical fertilizer department achieved independent corporate operation
as a separate entity. A high quality research and development team was established during a relatively short term
of time. Through the enhancement of technology composition in its products, tailor-made products were provided
to customers in accordance with their needs. The competitiveness of the product in the market was effectively
enhanced. After nearly one year of penetrating into the market, a group of core customers were developed through
the bulk sales of chemical fertilizer products. During the Reporting Period, 31,000 tonnes of chemical fertilizers
were sold which was one of the factors attributable to the significant increase in CATIC Resources. However, as
the gross margin was relatively lower for the chemical fertilizer segment, the growth in profit was not material.

Resources Segment
Gross Profit Margin

2011 2010

(RMB’000) (RMB’000)

Sales Revenue 1,096,776 189,529
Cost of Sales 928,571 125,164
Gross Profit 168,205 64,365
Gross Profit Margin 15% 34%

Market Structure

Sales Regions 2011 2010
Jiangsu region 1% 2%
Hubei region 2% 1%
Qinghai region 5% 3%
Shandong region 26% 71%
Sichuan region 1% 13%
Guizhou region - -
Yunnan region - 3%
Beijing region 20% =
Zhejiang region - 1%
Shaanxi region - 4%
Jilin region 5% 2%
Beijing region - -
Hebei region 1% -
Henan region 1% -
Heilongjiang region 17% =
Liaoning region 1% -
Shanghai region 20% -
Total 100% 100%
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BUSINESS REVIEW (continued)
Resources (continued)
Product Structure

Product Structure 2011 2010
85# products 28% 100%
Phosphate fertilizer 72% =
Total 100% 100%

Hotel business

The Group is committed to hotel operations through its subsidiary, GIB Company. In 2011, the turnover from
the hotel operations business of the Group was approximately RMB96,795,000, and the loss after taxation was
approximately RMB87,254,000.

Since 2011, there was a slowdown in the growth of major developed and emerging economies in the world.
However, the momentum on the growth of economy in China maintained its upward trend. The rapid development
of economy in China and the increase in the living standard of its people promoted the development of tourism
market within China. The hotel industry in China grew in a speedily manner under the efforts of participants both
within and outside of China.
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BUSINESS REVIEW (continued)

Hotel business (continued)

On 25 June 2011, Guangdong International Crowne Plaza under GIB Company duly commenced operation after
two years of renovation and upgrade work. Crowne Plaza, a hospitality management company, was engaged
by GIB Company and included Guangdong International Crowne Plaza into its worldwide booking system. The
new hotel was featured as targeting business travel and conferencing. Sales and marketing activities as well
as promotion services were actively introduced. Faced with a business environment with a number of hotels
in the locality and competition becoming keen, the revenue of the hotel maintained its upward moving trend
with performance indicators reaching or even overriding hotels in the locality of the same class. With the hotel
commencing operation, the tenants at the office buildings were also provided with an admirable environment and
auxiliary facilities. The leasing profile of the building as a whole upgraded hastily. The increase in finance costs and
management fees from the renovation project of the hotel taken up by GIB Company brought negative impact to
the earnings and loss was recorded during the reporting period.
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FINANCIAL REVIEW
Capital Structure

2011 2010

(RMB’000) (RMB’000)

Restated

Total borrowings 9,065,995 8,021,658
Total liabilities 13,180,188 12,318,964
Non-controlling interests 3,347,672 2,970,967
Shareholders’ equity 5,615,965 4,948,449
Total assets 18,796,153 17,267,413
Loan-to-equity ratio 161.43% 162.10%
Debt-to-equity ratio 234.69% 248.95%

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

LIQUIDITY AND CAPITAL RESOURCES

As at 31 December 2011, the cash and cash equivalents of the Group amounted to approximately
RMB1,040,078,000 (2010: approximately RMB1,728,245,000), mainly derived from the following sources:

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

As at 31 December 2011, the current borrowings of the Group amounted to approximately RMB4,926,004,000
(2010: approximately RMB2,350,486,000) with an annual interest rate of approximately 3.29% to 7.30% (2010:
approximately 2.98% to 5.23%), and non-current borrowings totaling approximately RMB4,139,991,000 (2010:
approximately RMB5,671,172,000) with an annual interest rate of approximately 5.41% (2010: 5.13%).

Capital expenditure of the Group in 2011 amounted to approximately RMB1,604,396,000, of which approximately
RMB534,214,000 was applied to the purchase of production equipment for the TFT-LCD and LCD operations and
the construction of staff dormitories; approximately RMB615,874,000 was applied to the purchase of production
equipment for the PCB business; approximately RMB148,180,000 was applied to the purchase of production
equipment for the watch operations and setting up new chain stores of Harmony and Fiyta; approximately
RMB138,813,000 was applied to the hotel and lease operations; approximately RMB166,987,000 was applied
to the acquisition of production equipment and mining rights for resources business and the construction works
relating to office, living facilities and mining areas; and approximately RMB328,000 was applied to other projects.

The Group’s capital expenditure for 2012 is estimated to be approximately RMB2,038,040,000, of which
approximately RMB190,000,000 will be used for the purchase of production equipment and the construction
of staff dormitories for the LCD business; approximately RMB362,900,000 will be applied to the purchase of
production equipment for Shanghai Tianma and Chengdu Tianma; approximately RMB421,000,000 will be applied
to the purchase of production equipment and land used for production and the construction of new production
plant for the PCB business; approximately RMB100,000,000 will be used for the renovation of guest rooms and
facilities of GIB Company; approximately RMB650,140,000 will be used as the investment in construction of
Qinghai Resources Silicon Metal Mine and Yunnan Hongfu Mine; approximately RMB269,000,000 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; approximately RMB45,000,000 million will be used in the acquisition of 4.65%
equity interests in Shennan Circuit held by AVIC International Shenzhen Company Limited (“Shenzhen Company”).
The proposed capital expenditure is expected to be financed by bank borrowings, bank deposits and the cash
generated from the Group’s operations.
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PROSPECTS FOR 2012

In 2012, despite the substantial uncertainties in external landscape, there will be ample opportunities. The
Group will continue to work on performance and efficiency for promoting advancement in the industry and will
work around the yearly strategic theme of “Enhancing Performance”, “Reorganising Structure” and “Bolstering
Capacity” for boosting the continuous rapid growth of each business segment. It will accelerate adjustment of
market, customer and product structures of its core business, promote industrial upgrade and enhance the overall
operating results in a comprehensive manner; deepen management innovation and continue to improve operating
efficiency; continue to complete strategic cost management tasks and monitor external operating risks; work on
core competitiveness of businesses and enhance internal capacity including business model innovation, market
exploration, technology research and development and supply chain management; continue to enhance corporate
governance and increase efficiency; promote people-first management and intensify reform of corporate culture
system and support the healthy and sustainable development of each business.

In addition, pursuant to the strategy of continuous injection of high-quality assets by the controlling shareholders
of the Company into the Company, the Company has entered into equity interest acquisition agreements with its
controlling shareholders and their connected persons on 30 November 2010 and 16 November 2011, respectively,
to acquire equity interests in 19 of their subsidiaries in total. Upon completion of all of the transactions, the
Group’s businesses would be further expanded and the foundation of the trade and logistics, real estate, electronic
information and retail industries would be enhanced and consolidated, thereby establishing more diversified
business portfolio and strengthening the capacity to withstand risk. By continuing to consolidate the existing
competitive edge and developing the existing businesses according to established strategies, the Group will
achieve synergistic effect of existing businesses and newly acquired businesses and create new comparative edge
to ensure the continuous steady and healthy development of the Group as a whole.

LCD

In 2012, the global economy will remain sluggish. Unemployment rate in the European and US and other economies
will be relatively higher and consumer spending on electronic products will remain at a lower level. According to the
statistics of Citibank, it is estimated that global economic growth rate in 2012 will be 2.5%, lower than the 3.3% as
in 2011.

In 2012, in terms of the segmented markets of the LCD industry, the smart phone market will grow rapidly, with an
estimation of more than 600,000,000 smart phones globally, a year-on-year increase of 34%. Demand for tablet
PCs will rise rapidly, with an estimation of more than 90,000,000 tablet PCs in the year, a growth rate of over 40%.
Meanwhile, the automotive display market and professional display markets such as the industrial and medical
display markets also tend to grow. The functional phone market will, however, grow in a slow pace, and markets
like the portable GPS market will decline. In terms of technology development, new technologies including AMOLED
and oxide TFT technologies will be put into bulk production or begin to grow in a multiplying manner, which will
also intensify competition of the existing a-Si products. In terms of competitors, as the slump in the large-size panel
market remains, the production lines of the industry in the new era will be shifted to the small-to-middle size panel
market where the Company is positioned, which will intensify competition in the small-to-middle size panel market.
As Tianma focuses on the small-to-middle size panel segment with distinct strategies, extensive experience and
advanced hardware basis, and has laid out frontier technology in advance, following the continuous enhancement
in competitiveness in the market and the further increase in degree of acceptance by domestic and overseas major
clients, it is expected that Tianma will achieve further development in 2012.

In addition, the Group will continue to promote the integration of the LCD business, enter into strategic partnership
with core suppliers and try to participate in the research and development and the manufacturing of upstream
materials in various forms. It will strengthen its core competitiveness continuously and enhance its public popularity
by formulating medium and long term plans for strategic resources deployment, and building a steady, speedy and
competitive supply chain management system.
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PROSPECTS FOR 2012 (continued)

PCB

Looking into 2012, the rise of construction investment in communication networks represented by TD-LTE on
a global scale, the on-going active demand for smart phones and tablet PCs, and the successive approval and
implementation of plans for strategic emerging industries in the state will provide more growth drivers to the
development of the industry. It is forecasted by prismark, an authoritative institution, that the output growth of the
global PCB industry will further decline and the output growth of the domestic PCB industry will also tend to slow
down. The growth rate of the PCB industry in 2012 is expected to be 4.7%. Components with high added value
used in smart phones and tablet PCs including HDI boards, soft boards, packaging substrates and LTE remain the
growth opportunities. There will be keen competition in the high-added-value product market.

In 2012, Shennan Circuit will undergo transformation. Shennan Circuit will continue to implement its “3-IN-ONE”
strategy, which emphasises interaction. It will put more focus on efficiency and profits in operation, and work on the
theme of “Grasping Opportunities”, “Saving Costs”, “Enhancing Efficiency”, “Bolstering Capacity” and “Promoting
Transformation”. In respect of the PCB business, in-depth development will be continuously launched in the
communication equipment market, the traditionally advantaged core market, to seize the opportunities arising from
the rise of the domestic TD-LTE of the communications market in the world and from the upgrade and reform of
domestic optical network communication. Market shares in new markets including the server market and the rigid-
flex board market as well as the aerospace market, which demonstrates strong growth with resistance to cyclic
effect, must also be explored. In terms of new business development plans, the electronics assembly business will
put key focus on the areas of radio frequency amplifiers and high-end consumer products and enhance profitability
of businesses through strengthening manufacturing and operation and supply chain management capacity; the
packaging substrate business will put key focus on the tremendous market opportunities of high-end CSP/BGA
products, improve internal manufacturing and operation systems, further enhance processing techniques and
increase timely delivery rate and passing rate of products.

In 2012, both opportunities and challenges exist. Shennan Circuit will strengthen risk management and control and
enhance organisational efficiency while adhering to established strategies. The marketing and sales system will be
further improved with the commissioning of technological and marketing capacities in place. Share of market in
core segments will be consolidated, whilst more efforts will be devoted to the development of other sectors (such
as aerospace, industrial control and healthcare). The product mix will be reorganized and operating cost will be
reduced so that operational excellence will be pushed ahead through innovative thinking and profitability will be
enhance as a whole.

Luxurious wrist watches

Notwithstanding the gloomy outlook in the position of the global economy, the economy in China maintained a
comparatively rapid growth trend, with overall performance better than other countries. As China’s per capita
income continues to increase, demand for luxurious products by citizens also keeps increasing. In particular,
there is still tremendous development potential in 2nd and 3rd Tiers Cities. As revealed by China’s Luxury Goods
Market Research Report 2011, domestic luxury goods spending in China in 2011 increased by 25% to 30%, with
a market scale exceeding RMB100 billion for the first time, making China the most active luxury goods market with
the greatest purchasing power in the world. As a new favourite in the luxury goods industry, demand for luxurious
watches will continue to be on the rise. The consumer market for watches and clocks in China will also become
more well developed.

AP MEBERGERDR 2001 FERE 87



Management Discussion and Analysis

PROSPECTS FOR 2012 (continued)

Luxurious wrist watches (continued)

2012 is a year of opportunities and challenges to the entire watch and clock industry. In face of the significant
turning point for its own breakthrough and the severe landscape in the competition with outstanding international
enterprises, Fiyta will continue to understand its customers in thorough manner in 2012. Corporate values will be
enriched and operation management standards will be enhanced from the experiences of outstanding enterprises
and brands. Product categories will be expanded and more innovative service will be offered, which will in turn foster
the core competencies of the company. Cooperation will be initiated with partnerships in the different industries
so that market share will be expanded. The development of core segments will continue to accelerate so as to
improve the overall operating results in a comprehensive manner. The corporate management will further pursue for
breakthrough in its mean and to upgrade the leadership capabilities of the management team whilst elevating talent
development system for middle-to-senior management. Furthermore, the talent pool will build up its reserve from
selecting, recruiting and nurturing talents from the international market.

Meanwhile, Fiyta will enhance the management standard of the head office’s strategies and perfect its corporate
governance structure. Strategic cost management will be improved and emphasis will be placed to monitor external
operating risk. Operating plans will be realigned in a flexible manner revolving on effectiveness and efficiency in its
work. Attention will be given to minor grade and front-line staff so as to promote people-oriented management. The
corporate culture system will be further ameliorated with an aim to remain focusing on the watch and clock industry
and delivering customers with high-quality of living standards. Fiyta will become an arena for its staff to create
return for shareholders and to realize growth jointly with customers, shareholders, corporate body and staff.

Resources

In 2012, outlook for the macroeconomic situation as a whole will not be very optimistic. Given that the European
sovereign debt crisis is yet to be settled, coupled with weak recovery of major economies including the Euro and
US economies and weak domestic demand, it is expected that price of bulk commodities in the international market
will drop, which will correspondingly affect the key operations of potassium, phosphorus and coal of the resources
business. In the potassium fertilizer industry, possibility for significant increase in domestic and foreign supply is not
seen. Amid the relatively rigid domestic demand and the relatively big gap in demand and supply, it is expected
that the price will remain stable. Given the mass consumption of premium phosphate ores in Yunnan Province, the
price of phosphate ores will, overall speaking, remain stable. In the phosphate and compound fertilizer industry, due
to the rise in the price of downstream phosphate ores, the accelerated pace of integration of upstream resources
and scaled production factories by downstream chemical operations as well as the constant tolerance on the rise
in food price by the state, the future price will continue to increase steadily. In the entire agricultural industry, the
mode is turning from the one-village-one-family practice to the collective farming practice. Large-scale planting will
gradually dominate the industry. With the demand for agricultural product demand becoming more customized, the
quantity of bulk orders from customers will increase. Demand for high-end fertilizers and one-stop technical service
will be getting stronger.

In terms of the potassium fertilizer business, adjustment plan on the production rhythm of Mahai mining area will
be implemented to achieve sustainable development. During the production adjustment period, on the basis of the
breakthrough obtained from the water diversion and solution mining industrialised test last year, and coupled with
previous experience and principles deduced, industrialised mining will be further implemented on a larger scale.
Factors including water sources, resource distribution in the mining area, salt field and workshop production will be
taken into consideration in a comprehensive manner and coordination and planning will be managed at the same
time so as to achieve long-term and stable production.
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PROSPECTS FOR 2012 (continued)

Resources (continued)

In terms of the phosphorous chemical business, Kunming Company will focus on maintaining and ensuring sound
operating environment of the company and conducting its usual course of production. Yunnan Hongfu will carry
out the MAP production line trial production. At the same time, it will launch setup of levelling and gap filling
project where appropriate according to the fund condition, and problems exist in production and operation will be
summarised and assessed in a timely manner in order to have sound cost control and preparation for management
for the joint trial run in later stage.

In terms of the agricultural products business, the Group will develop and produce products needed by suitable
soil and the growth of crops through enhancing its own technology in research and development so as to fulfill
the customers’ needs ultimately. Efforts will be placed in lifting the sales volume and added value to profits of bulk
agricultural products. The completion of the two key R&D projects, namely new sustained-release agents and
new phosphate fertilizers, allowed the products to move ahead into the stage of commercialization, achieving a
key profit centre for its growth upon the commencement of sales. Traditional modes of operation and sales will be
changed and customer-oriented tailored solutions will be adopted. Products and technical services deriving from
good quality agricultural practice will be commercialised and will satisfy the future trend of development. Supply
chain and OEM management will be strengthened. Funding will be applied in a coordinated manner and the cost as
a whole will be reduced.

Hotel business

Looking forward, the number of all sorts of commercial activities and conventions and exhibitions will continue
to increase upon the relevant policies on stimulating domestic demand as actively promoted by the Chinese
government. The domestic tourism market will maintain its steady growth and the interests of foreign tourists
towards China are on the rise. These favourable factors sustain the upward moving trend of hotel business in
China.

In 2012, Guangdong International Crowne Plaza will launch all sorts of hotel sales and promotional activities with
an aim to enhance its popularity and level of customer satisfaction as well as to assure a high standard of hotel
operation. At the same time, GIB Company will upgrade the overall quality of the building through modernisation
projects on the common areas of the office tower and the underground car park, transforming the building a high-
grade office building matching the five-star hotel. In respect of acquiring tenants for the commercial podium, GIB
Company will carry out meticulous planning on the lease area and tenant composition in a reasonable manner. The
hotel operation will thus be integrated effectively with property leasing and build up an inter-complementary and
win-win situation between hotel operation and property leasing. The company will also focus on cost control in
daily operation. Through the increase in source of income and the reduction in expenditure, the overall value of GIB
Company would be enhanced. The debt ratio of the company will be lowered so as to mitigate the negative effect
on the profitability of the company with a decrease in substantial finance costs.
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SOCIAL RESPONSIBILITY

Year 2012 is the first year of “Twelfth Five-Year” Plan, it is also the year for CATIC Shenzhen to poise for a rapid
development. It is our mission to ensure the rapid and sustainable development of the enterprise, and create
value for our customers, provide a platform to our staff for them to unlock their potential, and make contribution
to the aviation industry and the society. While in the operation of our business, we keep thinking of what we can
do for the society, and dedicated ourselves to fulfill our corporate social responsibilities to put words into action.
We emphasize “human-oriented” approach to implement humanized management for a harmonious working
environment to improve the happiness and sense of belonging of employees, so that the employees’ personal
interest and the corporate interest are integrated, and employees develop alongside with the enterprise. In the
meantime, our staffs volunteer to organize various activities and charity projects to enhance employees’ sense of
commitment and pride to the enterprise and establish a resources-conserving and environmental friendly society.

Business Operation - To Surpass Ourselves

We believe that operation and management are inseparable. Externally, we abide by laws, regulations and
commercial ethics, put great emphasis on the market and our customers, as well as provide targeted products and
services to our target customers. Internally, we strive to strengthen our management innovations. CATIC Shenzhen
continued to promote management innovation for the seventh year in 2011. During the year, we laid a solid
foundation on management for a better team building and excellence, and were committed to unceasing pursuit of
enterprise management innovation with consistent dedication and passion of the management innovators of CATIC
Shenzhen.

- In January 2011, Fiyta was granted “2010 Key National Enterprises for Cultural in Shenzhen”.

- In March 2011, Fiyta successfully occupied Hall one of the Basel International Watch and Clock Fair.

)

- In May 2011, the “project of shortening the delivery cycle of PCB products by integrated application of Six
Sigma” and the “project of application of multi-stage FME in quality management system” of Shennan Circuit
received “2010 Quality Technology Second Honor Award” from China Quality Association.
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SOCIAL RESPONSIBILITY (continued)

Business Operation - To Surpass Ourselves (continued)

In September 2011, Harmony was named the “Best Brand Value in China” and the only famous watch retail
enterprise in China in the list.

- In December 2011, CATIC Shenzhen received six “China Aviation Management Innovation Award”.

- CATIC Shenzhen, and Tianma, Fiyta and Shenzhen Circuit (which are affiliated to CATIC Shenzhen) were
once again in the 2011 List of Shenzhen Top 100 Enterprises.

= The “project of creating high-end chain business brand based on the BSC theory” of Harmony was awarded
the “Second prize of Outstanding Achievements” in the 3rd Innovative and Outstanding Achievement
Appraisal of China Aviation for the year of 2011.

= GIB Company was granted the “2011 Top Ten Landmark Hotel” in the Foreign Hospitality Platinum Award
for the year of 2011.

Care for Employees - To Build a Bright Future Together

CATIC Shenzhen aims to build an image of “new state-owned enterprise” in the new era. We care for our
employees, concern their physical and mental health and increase their happiness. We actively promote the build-
up of the people-first approach and took the initiative to fullfil social responsibility. Corporations are set up in
Shenzhen City to help and take part in social management work for building a harmonious society.

- In March 2011, Tianma raised funds for NLT employees in
Japan who were affected by the disaster. The RMB95,000
collected were delivered to the NLT colleagues timely.

- In October 2011, CATIC Shenzhen and FIYTA were named
“Best Employer in China 2011”. FIYTA was in the list of “Most
Profitable Employer in China” and “Employer of Brand with the
Greatest Investment Potential”.

|

- In November 2011, CATIC Shenzhen’s “Heart Building
Campaign” for caring employees was officially launched.
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SOCIAL RESPONSIBILITY (continued)

Achieving Win-Win Situation Hand-in-hand - Explore a Leading Path

We always aim to pay special focus on our interested parties including our shareholders, customers and suppliers.
We seek to perfect management, provide professional services, cooperate with each other and pursue excellence.
We strive to provide high-quality products and value-added service to shareholders and customers and share
mutual benefits with suppliers so as to achieve brilliant results.

= In February 2011, AVIC International entered into a
partnership with NEC Group in Japan jointly with Tianma,
forming a strong alliance to build an LCD enterprise worth
over 10 billion dollars.

= In March 2011, Shennan Circuit was granted the “Best Quality
and Delivery Award 2010” by General Electric Company in
the US.

= In December 2011, Shennan Circuit was granted the title
“Mindray Strategic Partner 2011”.

Environmental Protection - Promote Sustainable Development

As an enterprise with a strong sense of social responsibility, CATIC Shenzhen works towards strengthening
reduction in consumption of energy and resources and protection of the ecological environment to enhance its
sustainable development capacity. It initiated projects relating to reduction in energy consumption and waste
emission, organised staff to carry out environmental protection campaigns, improved the working environment of
staff and put “green purchase” into practice.

- In April 2011, Volunteer Union of CATIC Shenzhen participated in a tree planting activity.

- Shennan Circuit set up a water reduction special unit, saving water consumption of 1,800 tons on a daily
basis.
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SOCIAL RESPONSIBILITY (continued)

Technological Innovation - Technology Guides the Future

Technological innovation is our root. Only with innovation can we obtain self-breakthrough and surpass others. In
2011, while promoting management innovation, the company also made an effort in strengthening technological
innovation. It deems technological advancement as the backbone of brand building and actively conducts research
and development in frontier technologies to strengthen the core competitiveness of the enterprise.

= In January 2011, FIYTA’s “High-precision Multi-functional
Mechanical Watch Calibre” project was granted the “China
Industry-Academia-Research Cooperative Innovation Achievement
Award”.

- In March 2011, the high-capacity motherboard project of Shennan
Circuit passed technological outcome appraisal certification. So far,
Shennan Circuit already has six projects passing the technological
outcome appraisal certification.

- In April 2011, Shennan Circuit was awarded “Shenzhen Intellectual Property Advantaged Enterprise” for
2010 by Market Supervision of Administration of Shenzhen Municipality.

- In April 2011, FIYTA’s “Manufacturing Technology and Application of Special Watches for Chinese
Astronauts” was granted the Class 1 Technological Award of Guangdong Province.

= In July 2011, Shanghai Tianma’s “Medium to Small Size New-typed TFT-LCD Product Technology
Development” task successfully passed the examination and approval by the state.

- In September 2011, Shennan Circuit passed the NADCAP annual certification and assessment with full
score.

- In November 2011, FIYTA’s “Triumph (sljE) Limited Edition” was granted the “Red Star Award” of Chinese
Innovative Design; its “Photographer (B 2f0)” was granted The 13th External Appearance Design Excellence
Award.

- Tianma and Shennan Circuit were recognised as the key high-tech enterprise in National Torch Programme
2011.

- In December 2011, Tianma’s 12-inch AMOLED module successfully passed testing, which symbolised that
Tianma has already mastered the technology for large-size new-typed flat panel displays.
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Devotion to Charity - Love Gives Hope

We have always been devoted to taking part in community and charitable causes. We give in return to the
community with grateful thanks. We arouse the sense of social responsibility among each of our employees within
the enterprise while spreading our love. Our key donation objectives are education and poverty alleviation, whereby
we launched rural voluntary teaching and provided subsidies to children in the mountain area so as to spread love

to every corner.
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In March 2011, the 10th Teaching Aid Program
sponsored by CATIC Shenzhen kicked off.
Fifty-six university volunteers from all over the
nation set off from Shenzhen to more than
20 rural schools located in Jiangxi, Sichuan,
Guizhou, Hunan and Guangdong respectively
for a one-term voluntary teaching programme.

In May 2011, volunteer representatives of
Shennan Circuit brought with them blessings
and gifts from Shennan staff to students in the
mountain area in Guizhou. During the two-day
visit, volunteers spread love and care to the
children, and brought with them all kinds of
stationery and books as well as a donation of
RMB40,340 from Shennan’s employees.

In July 2011, CATIC Shenzhen launched the
rural teacher training charitable program “Blue
Chalk”, in which more than 20 volunteers went
to Jiangxi to provide training for nearly 2,000
local teachers.

In August 2011, with the subsidies from CATIC
Shenzhen, three teachers and four students
from Xinjiang Kashgar came to Shenzhen for
their first time to get to know the outside world
and fulfil their dreams for education.

In November 2011, the National Model
Airplanes Open “Shennan Cup 2011” funded
and organised by Shennan Circuit was
successfully held in Houhai F1 Race Field.
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Profile of Directors,
Supervisors and Senior Management

EXECUTIVE DIRECTORS

Mr. Wu Guang Quan, 50 years old, senior accountant, MBA of Tongji University, is now holding Chief Executive
Officer of AVIC International Holding Corporation (“AVIC International”) and 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, 43 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 of Shennan Circuits and vice board
chairman of Tianma, vice board chairman of Fiyta, director of Rainbow. 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, 48 years old, EMBA of Guanghua School Of Management Peking University, senior accountant,
master’s degree, is now holding the positions of director, chief executive officer and general manager of Rainbow
Stores, vice board chairman of Shennan Circuits and director of Shanghai Tianma. 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, 54 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, board chairman of Shenzhen CATIC Resources Co., Ltd and director of Guangdong International
Building Industrial Co., Ltd. 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, 44 years old, senior engineer, Master of Engineering of HUST. 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 2003.

Mr. Xu Dong Sheng, 46 years old, senior engineer, MBA of Tongji University, doctor of Beijing University of
Aeronautics & Astronautics is now holding director and general manager of Fiyta, vice director general of Horology
Association of China and chairman of Shenzhen Watch & Clock Association. 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 2003.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Wai Ling, 51 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 — Galaxy Semi-Conductor Holdings Limited and
Overseas Chinese Town (Asia) Holdings Limited. She has been appointed the independent non-executive director
of Our Company since March 19, 2008.

Mr. Wu Wei, 38 years old, is now the executive 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 14-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, 20009.

Mr. Liu Xian Fa, 58 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, 49 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, 54 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, 61 years old, graduated from Beijing University of Aeronautics & Astronautics, 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, 47 years old, graduated from UESTC, is the managing director of AVIC International and the
deputy general manager of AVIC International (Hong Kong) Group Limited. 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, 62 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. 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, 53 years old, senior economist, a graduate of Jiangxi University of Finance and Economics, is
now the party secretary and GM of Tianma and the director of Shanghai Tianma Microelectronics Co., Ltd. He had
been the deputy GM of Shenzhen Kaishi Industry Co., Ltd.; since May 20083, 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 of Tianma, and since April 25, 2011, GM of Tianma. 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, 59 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, 44 years old, MBA of Beijing University, joined in AVIC Shenzhen in 1993, and is now 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, 38 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 November 14, 2008. Due to personal reasons, Ms. Lin Mei resigned from the position of
qualified accountant on August 2, 2011.
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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.
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GENERAL STATUS OF CORPORATE GOVERNANCE

Throughout the financial year ended on 31st December 2011, 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 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 Remuneration
Directors Committee

Audit Committee
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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 2011. AVIC Shenzhen is a wholly-owned subsidiary of
AVIC International in Shenzhen. AVIC International 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.

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 of the Company 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 (including non-executive 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 2011, the board has held 22 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 2011 are as follows:

Attendance/number of
meetings

Audit Remuneration
Director Committee Committee

Executive director

Wu Guang Quan (Chairman) 20 2 1
Lai Wei Xuan 20 2 0
Sui Yong 20 2 1
Liu Rui Lin 18 2 0
Xu Dong Sheng 18 2 0
You Lei 20 2 0
Non-executive director

Cheng Bao Zhong 15 1 0
Qiu Shen Qian 16 1 0
Li Cheng Ning 16 1 0
Wang Bin Bin 15 1 0
Independent non-executive director

Wong Wai Ling 22 2 1
Wu Wei 22 2 1
Liu Xian Fa 18 2 1

- Independent non-executive director

During the fiscal year ended 31st December 2011, 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 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.

3. 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
2010 and interim results for 2011.

4. 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”.

5. External auditor
In the 2010 annual general meeting held on 18th May 2011, 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 2011 amounted to RMB5.8 million.

6. 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.
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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 2011, the audit committee met two times to discuss the annual results for 2010, the interim
results for 2011 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 Audit 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.

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 resigned from the position on August, 2011 due to
personal reasons. The Company will appoint a new qualified accountant when suitable candidates
are available.
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lll. 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

A1 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.

A1.2 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.

A1.5 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.

A1.7 Directors could seek independent advice under an agreed v
procedure in appropriate circumstances at the issuer’s
expense.

A.1.8 If a substantial shareholder or a Director has a conflict of v

interest in respect of a material matter, the connected Director
must abstain from voting.

A.1.9 An issuer should arrange appropriate insurance cover in respect v
of legal action against its directors.

A.1.10 Board committees should adopt, so far as practicable, the v
principles, procedures and arrangements set out in A.1.1 to
A.1.8.

A2 Roles of the chairman and the chief executive officer should be v

separate and clearly established and set out in writing.
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Code

Provisions Complied

A.2.2 The chairman should ensure all Directors be briefed on issues v
arising at board meetings.

A.2.3 The chairman should ensure that at a board meeting, Directors v
receive adequate and reliable information in a timely manner.

A.2.4 The chairman should ensure that the board works effectively v

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.

A.2.5 The chairman should take responsibility for ensuring that
good corporate governance practices and procedures are
established.
A.2.6 The chairman should encourage all directors to make a full v

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.

A.2.7 The chairman should at least annually hold meetings with the v
non-executive directors (including independent non-executive
directors) without the executive directors present.

A.2.8 The chairman should ensure that appropriate steps are taken v
to provide effective communication with shareholders and that
views of shareholders are communicated to the board as a
whole.

A.2.9 The chairman should facilitate the effective contribution of v
non-executive directors in particular and ensure constructive
relations between executive and non-executive directors.

A.3.1 The independent non-executive directors should be expressly v
identified as such in all corporate communications that disclose
the names of directors of the issuer.

A.3.2 An issuer should appoint independent non-executive directors v
representing at least one-third of the board.

A.3.3 An issuer should maintain on its website an updated list of its v

directors identifying their role and function and whether they are
independent non-executive directors.
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Code

Provisions Complied Deviation

A.41 Non-executive directors should be appointed for a specific v
term, subject to re-election.

A.4.2 All directors appointed to fill a casual vacancy should be v
subject to election by shareholders at the first general meeting
after their appointment.

A.4.3 Serving more than nine years could be relevant to the v
determination of a non-executive director’s independence.

A.4.8 Where the board proposes a resolution to elect an individual v
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.

A.5.1 Every newly appointed director of an issuer should receive v
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.

A.5.3 Every director should ensure that he can give sufficient time v
and attention to the affairs of the issuer and should not accept
the appointment if he cannot do so.

A.5.4 Directors must comply with their obligations under the Model v
Code set out in Appendix 10.

A.5.5 All directors should participate in a programme of continuous v
professional development to develop and refresh their
knowledge and skills to help ensure that their contribution to
the board remains informed and relevant.

A.5.6 Each director should disclose to the issuer at the time of his v
appointment, and on a periodic basis, the number and nature
of offices held in public companies or organizations and other
significant commitments.

A.5.7 Non-executive directors, as equal board members, should be v
present in the board meeting regularly.

A.5.8 Non-executive directors should make a positive contribution to v

the development of the issuer’s strategy and policies through
independent, constructive and informed comments.
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Code

Provisions Complied

A.6.1 In respect of regular board meetings, and so far as practicable v
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.

A.6.2 Management has an obligation to supply the board and its v
committees with adequate information in a timely manner to
enable it to make informed decisions. The information supplied
must be complete and reliable.

A.6.3 All directors are entitled to have access to board papers and v
related materials.

B.1.1 Issuers should establish a remuneration committee with specific v
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.

B.1.2 The remuneration committee should consult the chairman and/ v
or chief executive officer about their proposals relating to the
remuneration of other executive directors

B.1.3 The terms of reference of the remuneration committee v
B.1.4 The remuneration committee should make available its terms of v
reference, explaining its role and the authority delegated to it by
the board.
B.1.5 The remuneration committee should be provided with sufficient v

resources to discharge its duties.

B.1.6 A significant proportion of executive directors’ remuneration v
should be structured so as to link rewards to corporate and
individual performance.

B.1.7 Issuers should disclose details of any remuneration payable to v
members of senior management, on an individual and named
basis, in their annual reports and accounts.

C.11 Management should provide such explanation and information v
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

C.1.2 The directors should acknowledge i n the Corporate v
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.

C.1.3 The board’s responsibility to present a balanced, clear and v
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.

C.1.4 An issuer should announce and publish quarterly financial v
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.

C.1.5 Once an issuer decides to announce and publish its quarterly v
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.

C.21 The directors should at least annually conduct a review of the v
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.

c.2.2 The board reviews the ongoing monitoring of risks and of the v
system of internal control.

C.2.3 Issuers should disclose as part of the Corporate Governance v
Report a narrative statement how they have complied with the
code provisions on internal control during the reporting period.

C.2.4 Issuers should ensure that their disclosures provide meaningful v
information and do not give a misleading impression.

C.3.1 Full minutes of audit committee meetings should be kept by a v
duly appointed secretary of the meeting (who should normally
be the company secretary).
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Code

Provisions Complied

€88 The terms of reference of the audit committee (Refer to Section v
6 — Audit Committee of Il. “Company’s governance structure”

C.3.4 The audit committee should make available its terms of v
reference, explaining its role and the authority delegated to it by
the board.

C.3.5 Where the board disagrees with the audit committee’s view v

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.

D.1.1 When the board delegates aspects of its management and v
administration functions to management, it must at the same
time give clear directions as to the powers of management.

DA1.2 An issuer should formalize the functions reserved to the board v
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.

D.1.3 An issuer should disclose the division of responsibility between v
the board and management.

D.2.2 The terms of reference of board committees should require v
such committees to report back to the board on their decisions
or recommendations.

E. 1.1 In respect of each substantially separate issue at a general v
meeting, a separate resolution should be proposed by the
chairman of that meeting.

E1.2 The chairman of the board should attend the annual general v
meeting and arrange for the chairmen or members of the
committees to be available to answer questions at the meeting.

E.21 The chairman of a meeting should ensure disclosure in the v
issuer’s circulars to shareholders of the procedures for and the
rights of shareholders to demand a poll.

E.2.2 The issuer should count all proxy votes and, except where a v
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.

E.2.3 The chairman of a meeting should explain the procedures for v
voting by poll and for raising questions by shareholders before
the commencement of the meeting.
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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.

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.

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 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 2011.

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 at present principally engaged in the design, manufacture and sales of LCD, PCB, chain sales of
luxury and prestigious watches, development of mining resources, operation of hotel and properties.

Details of the contribution from each of the businesses to the profit attributable to shareholders of the Group for the
year ended 31 December 2011 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 14 and 15 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 2011 are set out in the consolidated income
statement of the financial statements.

DISTRIBUTABLE RESERVES
As at 31 December 2011, the distributable reserves of the Group were approximately RMB723,051,000 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 2011, the statutory general reserve fund of the Company is as follows:

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 25 to the financial statements.

DIVIDENDS

The Board did not recommend the payment of any final dividend for the year ended 31 December 2011.

FIVE YEARS FINANCIAL SUMMARY
A summary of the Group’s operating results, assets and liabilities for the past five years ended 31 December 2011 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 RMB1,033,824,000, accounting for approximately
9.73% of the Group’s total purchases for the year ended 31 December 2011. The largest supplier accounted for
approximately 5.14% (2010: approximately 9.57%) of the Group’s total purchases for the year ended 31 December
2011,

The Group’s sales to the five largest customers accounted for approximately 17.88% (2010: approximately 18.87%)
of the Group’s turnover for the year ended 31 December 2011. The largest customer accounted for approximately
4.58% (2010: approximately 5.69%) of the Group’s turnover for the year ended 31 December 2011.

As at 31 December 2011, 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 12 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 11 to the financial statements.

PLEDGED ASSETS

As at 31 December 2011, GIB Company, a subsidiary of the Group, raised bank borrowings in the aggregate
amount of RMB1,020,000,000 (2010: RMB1,020,000,000) with a net book value of RMB1,040,135,000 (original
costs of RMB1,118,371,000) in properties, plant and equipment, Construction-in-progress, land use rights and fair
value of RMB826,880,000 investment property of GIB Company being pledged.

Shanghai Tianma, a subsidiary of the Group, raised bank borrowings in an amount of RMB1,185,953,000 (2010:
RMB1,572,548,000) with a net book value of RMB761,124,000 (original costs of RMB842,596,000) in properties,
plant and equipment and land use rights of Shanghai Tianma being pledged. Fiyta, a subsidiary of the Group,
raised bank borrowings of RMB1,198,000 (2010: Nil) with a net book value of RMB3,217,000 (original costs of
RMB3,307,000) in properties and plant being pledged.

Information on the pledged assets of the Group for the year is set out in note 7, note 11, note 12 and note 22 to
the financial statements.

DEBT RATIO

During the year, the Group’s borrowings to equity ratio (the ratio of total borrowings to shareholders’ equity) was
approximately 161.43% (2010: approximately 162.10%), whilst the loan to equity ratio (the ratio of total liabilities
loans to shareholders’ equity) was approximately 234.69% (2010: approximately 248.93%).

BANK LOANS

Information on the bank loans of the Group for the year is set out in note 26 to the financial statements.

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSIT
During the year ended 31 December 2011, the Company did not have any entrusted deposit and overdue term
deposit in any form.

ISSUE, PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries had issued, purchased, sold or redeemed any of the Company’s
listed securities.
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TAXATION

Details of the Group’s taxation for the year are set out in note 36 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%.

SUBSTANTIAL SHAREHOLDER

As at 31 December 2011, 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:

Approximately
Number and class Approximate percentage of

the same class 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 corporation VYN
(PEME=IEERAR])
(Note 1)

CATIC International Interest of controlled 395,709,091 100% 58.77%
Holdings Limited (FREIfi  corporation domestic legal
ZERMTBRIER AR AF]) person shares
(Note 1)

CATIC Shenzhen Company Beneficial owner 395,709,091 100% 58.77%
Limited domestic legal
(R B Z= B | person shares

BT (Note 1)
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SUBSTANTIAL SHAREHOLDER (continued)

Name of shareholder

Other Shareholders
Li Ka-Shing

Number and class
the same class
Capacity of securities

Interest of controlled 29,644,000
corporation H shares (Note)
and founder of
discretionary trusts

Cheung Kong (Holdings) Interest of controlled 29,644,000
Limited corporation H shares (Note)
Li Ka-Shing Unity Trustee  Trustee and 29,644,000
Corporation Limited beneficiary of a H shares (Note)
trust
Li Ka-Shing Unity Trustcorp Trustee and 29,644,000
Limited beneficiary of a H shares (Note)
trust
Li Ka-Shing Unity Trustee  Trustee and 29,644,000
Company Limited beneficiary of a H shares (Note)
trust
Huayin Group Investment  Beneficial owner 18,766,000
Development Co., Ltd. H shares
(EREEKREERE
BRAE)
Jiang Jian Jun (Note 5) Interest of controlled 18,766,000
corporation H shares

Approximate
percentage of
securities

10.68%

10.68%

10.68%

10.68%

10.68%

6.76%

6.76%

Approximately
percentage of
total registered
share capital

4.40%

4.40%

4.40%

4.40%

4.40%

2.79%

2.79%
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SUBSTANTIAL SHAREHOLDER (continued)

Notes:

M

China Aviation Industry Corporation (F1Efize T2 £ E /A 7)) (“China Aviation Industry”) owns 62.52% interest in CATIC
International Holdings Limited (A B Ze T BIBRIZIE AR A R]) (“CATIC International”) which in turn owns 100% interest
in CATIC Shenzhen Company Limited (FFBIfRZ=HAMTEIIBRAR]) (“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 100% of 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 29,644,000 H shares in the Company which comprises:

(A) Empire Grand Limited (“Empire Grand”) is 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) Hutchison International Limited (“HIL”) 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 29,644,000 H
shares of the Company held by Empire Grand and HIL.

Jiang Jian Jun was interested by virtue of his 100% beneficial interest in Huayin Group Investment Development Co., Ltd.
(EREEREFRARRDA) .

SHARE CAPITAL

Details of the share capital of the Company are set out in note 24 to the financial statements.
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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

Mr. Wu Wei

Mr. Liu Xian Fa

Non-executive Directors
Mr. Cheng Bao Zhong

Mr. Qiu Shen Qian

Mr. Li Cheng Ning

Mr. Wang Bin Bin

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

(i) Each of the service agreements will expire at the conclusion of the 2011 annual general meeting to be held
in 2012;

(if) The total annual basic salaries and allowances payable to the executive Directors is RMB5,395,000 (details
set out in note 33 to the financial statements); and

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

The total emolument payable to the aforesaid independent non-executive Directors was approximately RMB298,000
per year (the details of which were set out in note 33 to the financial statements).
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS (continued)
The service agreements of each independent non-executive Directors will expire at the conclusion of the 2011
annual general meeting to be held in 2012.

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 2011, 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.

CONTRACT OF SIGNIFICANCE
No contract of significance in which a Director is or was materially interested, either directly or indirectly was
subsisting during or at the end of 2011.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
For the twelve months ended 31 December 2011, there were no changes to the Directors, Supervisors and Senior
Management of the Company.

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
Details of the emoluments of the Directors and supervisors are set out in note 33 to the financial statements.

CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
For the twelve months ended 31 December 2011, there were no changes to the Directors, Supervisors and Senior
Management of the Company.

EMPLOYEES AND REMUNERATION

As at 31 December 2011, the Group had approximately 19,686 employees (2010: 17,267) with employee related
costs of approximately RMB1,169,972,000 (2010: RMB792,112,000). The Group formulated its competitive
remuneration policy based on market condition and individual employee’s performance.
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SOCIAL INSURANCE SCHEMES

The Group has participated in the retirement insurance scheme and health insurance scheme managed by
Shenzhen Social Security Administration Bureau (31Tt & 4R f&). Pursuant to the relevant provisions, the Group
is required to make monthly contributions in respect of retirement insurance fund and health insurance fund to
Shenzhen Social Security Administration Bureau, representing 19% and 9%, respectively, of the monthly salaries of
its employees, of which the Group bears 14% and 7% respectively, and the employees bear the rest.

Pursuant to the above social insurance schemes, Shenzhen Social Security Administration Bureau is responsible
for pension payments to the retired employees of the Group and general medical expenses of the employees of the
Group.

Social insurance expense of the Group for the year amounted to approximately RMB106,882,000 (2010:
RMB51,832,000).

Details of the retirement fund scheme and health insurance scheme maintained by the Group are set out in note 35
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 2011 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 2011 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
2011 are set out in note 26 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”
Save as disclosed in the section of “CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS” below, all other related party transactions mentioned above did not fall under the definition
of “connected transaction” or “continuing connected transaction” (as the case may be) under Chapter 14A
of the Listing Rules.

INDEPENDENT DIRECTORS’ CONFIRMATION ON CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

Independent Non-executive Directors of the Company has reviewed the connected transactions and continuing
connected transactions set out above, 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 AND CONTINUING CONNECTED TRANSACTIONS

1.

Continuing Connected Transaction - Purchase of Slides

On 20 January 2011, Shanghai Tianma entered into a sales and purchases agreement with CATIC
Optoelectronics, pursuant to which Shanghai Tianma agreed to purchase slides from CATIC Optoelectronics
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. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.

Continuing Connected Transaction and Connected Transactions - Sales of TFT Modules and
Connected Transaction - Technology Development Contract

Continuing Connected Transaction — Sales of TFT Modules

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.

Connected Transactions — Technology Development Contract

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. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.

Continuing Connected Transaction - Entrusted Management Agreement

1. Shenzhen CATIC Optoelectronics Entrusted Management Agreement
On 25 February 2011, Tianma and Shenzhen CATIC Opto-electronics Limited (“Shenzhen CATIC
Optoelectronics”) entered into an entrusted management agreement, pursuant to which Shenzhen
CATIC Optoelectronics 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. The Company has complied with the
relevant reporting and announcement requirements of the Listing Rules.
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CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS (continued)

3.

120

Continuing Connected Transaction - Entrusted Management Agreement (continued)

2. Xiamen Tianma Entrusted Management Agreement
On 17 May 2011, Shanghai Tianma and Xiamen Tianma entered into the Xiamen Tianma Entrusted
Management Agreement, pursuant to which Shanghai Tianma will provide management services to
Xiamen Tianma for a term from 17 May 2011 to 28 February 2014. Pursuant to such agreement,
Shanghai Tianma is entitled to receive a management fee of not more than RMB30,000,000 in total
during the term.

Shanghai Tianma is a non-wholly owned subsidiary of the Company. Xiamen Tianma is owned as
to 15.3% by CATIC Shenzhen, 14.7% by CATIC International, 6% by Xiamen CATIC and 64% by
Xiamen Jincai. CATIC Shenzhen is the promoter and the controlling shareholder of the Company,
and held approximately 58.77% of the issued capital in the Company during the Reporting Period.
CATIC International owns 100% interest in each of CATIC Shenzhen and Xiamen CATIC respectively.
Pursuant to Chapter 14A of the Listing Rules, the entrusted management agreement constituted a
continuing connected transaction. For details, please refer to the announcement of the Company
dated 17 May 2011. 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 2011 will not exceed RMB10,000,000. As sales of Fiyta in Shenzhen Rainbow
increased, and the scale of the luxury goods consumption market in China continued to expand, 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.
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CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS (continued)

6.

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.

Continuing connected transactions - lease

In 2011, Fiyta, a non-wholly owned subsidiary of the Company entered into several lease agreements with
CATIC Property, the subsidiary of AVIC Shenzhen and its subsidiaries, the details of which were set out
below:

Date of
Announcement Lease Lessee Lessor Annual cap
1 April 2011 Lease XII Fiyta CATIC Changtai 1 April 2011 to RMB1,244,160
31 December 2011
Lease XIII Fiyta CATIC Real Estate 1 April 2011 to 31 RMB21,600
December 2011
Lease XIV Fiyta CATIC RE 1 April 2011 to 31 RMB21,600
Development December 2011
29 April 2011 Shops-Lease  Liaoning Harmony 1 May 2011 to 2011: not exceeding
Hengdarui 30 April 2013 RMBS, 750,000
2012: not exceeding
RMB3,900,000
19 July 2011 Lease XV Fiyta CATIC Property 1 April 2011 to 2011: RMB164,223
30 June 2013 2012:RMB378,066
2013:RMB196,248

Fiyta is a subsidiary of the Company. Harmony, the lessor, is the wholly-owned subsidiary of Fiyta. Liaoning
Hengdarui is the wholly owned subsidiary of AVIC Trust. AVIC Trust is directly and indirectly owned 51%
and 21.47% by Aviation Industry and AVIC Shenzhen respectively. CATIC Changtai, CATIC Real Estate,
CATIC RE Development and CATIC Property, the lessors, are the subsidiaries of CATIC Shenzhen. CATIC
Shenzhen is the promoter and the controlling shareholder of the Company. Pursuant to Chapter 14A of
the Listing Rules, the above lease agreements constituted the continuing connected transactions of the
Company. The Company has complied with the relevant reporting and announcement requirements of the
Listing Rules.

FYPHEERGBERAR 2011FERE 121



Report of the Directors

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS (continued)

8.

122

Continuing Connected Transactions and Connected Transactions — Sales of Watches

1. Continuing Connected Transactions — Sales of Watches
On 31 May 2011, Fiyta, a non-wholly owned subsidiary of the Company and CATIC International
entered into watch sales framework agreement for a term from the date the contract was signed to
31 December 2011. Fiyta will sell watches to CATIC International and its subsidiaries at an amount of
not exceeding RMB30,000,000.

Fiyta is a non-wholly owned subsidiary of the Company. CATIC Shenzhen is the promoter and
the controlling shareholder of the Company. CATIC International owns 100% interests in CATIC
Shenzhen. Pursuant to Chapter 14A of the Listing Rules, the watch sales agreement constituted
a continuing connected transaction of the Company. For further details, please refer to the
announcement of the Company dated 31 May 2011. The Company has complied with the relevant
reporting and announcement requirements of the Listing Rules.

2. Connected Transaction — Sales of Watches
On 19 July 2011, Fiyta Manufacturing, the wholly owned subsidiary of Fiyta, and Shenfei Group
entered into a series of watch sales agreement. Fiyta Manufacturing will sell watches to Shenfei
Group at a total amount of RMB3,003,152. Fiyta Manufacturing is expected to deliver the watches to
Shenfei Group before 31 July 2011.

Fiyta Manufacturing is a wholly owned subsidiary of Fiyta. Shenfei Group is a wholly owned subsidiary
of Aviation Industry. Pursuant to Chapter 14A of the Listing Rules, the watch sales agreement
constituted a connected transaction of the Company. For further details, please refer to the
announcement of the Company dated 19 July 2011. The Company has complied with the relevant
reporting and announcement requirements of the Listing Rules.

Continuing Connected Transaction - Agreement for the Purchase of LC Glass and Etching

On 9 August 2011, Chengdu Tianma, an indirect non-wholly owned subsidiary of the Company, entered into
the Framework Agreement for the Purchase of LC Glass with Chengdu Optoelectronics, pursuant to which
Chengdu Tianma has agreed to purchase and Chengdu Optoelectronics has agreed to sell the LC Glass for
an aggregate amount not exceeding RMB10,000,000 for the year ending 31 December 2011.

Chengdu Tianma is owned as to 30% by Tianma, 42.8% by Chengdu Industrial Group and 27.2% Chengdu
Gaoxin Investment. As Chengdu Opto-electronics is an associate of Chengdu Gaoxin Investment by virtue
of its 30% shareholding in Chengdu Opto-electronics, pursuant to Chapter 14A of the Listing Rules, the
Framework Agreement for the Purchase of LC Glass constituted a continuing connected transaction of the
Company.

Chengdu Tianma entered into the Processing Commissioning Agreement with Chengdu Industrial
Technology, pursuant to which Chengdu Tianma agreed to engage Chengdu Industrial Technology to carry
out thinning process to TFT-LCD Panels. The price for the Commissioned Processing will not exceed an
annual limit in the amount of RMB8,400,000 for the year ending 31 December 2011.

For further details, please refer to the announcement of the Company dated 9 August 2011. The Company
has complied with the relevant reporting and announcement requirements of the Listing Rules.
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Report of the Directors

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

(continued)

10. Continuing Connected Transactions - Framework Agreement for the Continuing Connected
Transactions with 12 companies recently injected to the Group in the coming three years
On 30 November 2010, the Company entered into equity interests acquisition agreements with AVIC
International, AVIC International Shenzhen and Beijing Raise Science Company Limited (“Beijing Raise”).
The Company acquired certain equity interests in 12 companies from AVIC International, AVIC International
Shenzhen and Beijing Raise Science Company Limited (“Beijing Raise”) by way of issuing the domestic
shares and perpetual subordinated convertible securities of the Company. Upon the completion of the
acquisitions, Aviation Industry, AVIC International, Vanke Enterprise, Taizhou Shipyard, Jiangsu Baochuan,
Beijing AVIC and their respective associates are the connected parties of the Company. The continuing
connected transactions subsisting with the above mentioned companies would constitute the continuing
connected transactions of the Company. Therefore, the Company revised or renewed the framework
agreement contemplating the continuing connected transactions on 28 September 2011, with the term
commencing from 1 January 2011 to the end of 2012 according to the annual cap as provided in the
respective framework agreement. The Company proposed the resolutions for approving the transactions
above by the extraordinary general meeting in a circular dated 4 November 2011 and such resolutions were
approved in the meeting held on 22 December 2011.

Types of agreement Enlarged Group Parties 2011 2012 2013

Unit: RMB Unit: RMB Unit: RMB

Sales Enlarged Group Aviation Industry 525,000,000 525,000,000 525,000,000
Purchases Enlarged Group Aviation Industry 165,000,000 240,000,000 315,000,000
Sales Enlarged Group Aviation International 295,500,000 423,000,000 558,000,000
Purchases Enlarged Group Aviation International 18,600,000 22,500,000 30,000,000
Agency/import and export services Enlarged Group Aviation Industry 15,150,000 16,050,000 22,950,000
Agency/import and export services Enlarged Group Aviation International 46,500,000 52,500,000 67,500,000
Project management fees Enlarged Group Aviation Vanke 184,565,120 476,004,780 402,650,120
Property management Enlarged Group Vanke 20,216,500 33,840,000 15,900,000
Provision of loans/guarantees Enlarged Group Aviation Industry 2,745,000,000 3,655,000,000  4,020,000,000
Provision of loans/guarantees Enlarged Group Aviation Industry 300,000,000 = =
Receiving interests/guarantee fees Enlarged Group Aviation Industry 652,517,000 688,041,000 561,717,000
Provision of interest/quarantee fees Enlarged Group Aviation Industry 3,186,000 3,336,000 =
Provision of loans/guarantees Enlarged Group Aviation International 9,298,981,000  11,682,068,000  15,032,304,000
Provision of loans/guarantees Enlarged Group Aviation International - - -
Receiving interests/guarantee fees Enlarged Group Aviation International 188,407,000 357,112,000 418,579,000
Provision of interest/guarantee fees Enlarged Group Aviation International = = =
Provision of loans/guarantees Enlarged Group Vanke 1,455,333,950 727,428,750 503,079,750
Provision of loans/guarantees Enlarged Group Vanke 468,700,000 - =
Receiving interests/quarantee fees Enlarged Group Vanke 69,255,170 89,577,050 72,435,050
Provision of interest/guarantee fees Enlarged Group Vanke - - -

For further details, please refer to the announcement of the Company dated 28 September 2011, the
circular dated 4 November 2011 and the notice of general meeting dated 23 December 2011.
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CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS (continued)
11. Continuing Connected Transactions - Framework Agreement for the Renewal of the Continuing
Connected Transactions with 12 companies before injecting to the Group as its subsidiaries
In December2011, the Company together with its directly and indirectly owned subsidiaries, namely Fiyta,
Harmony, Tianma, Chengdu Tianma and Guangdong International and AVIC Shenzhen with its subsidiaries
entered into a number of framework agreements for a term contemplating from 1 January 2012 to 31
December 2014. The framework agreements entered into with the above related companies included leases,
property management, entrusted management, concessionaire, purchasing and processing. For details,

please refer to the table below:

DEICK Framework 161 and its
announcement  Agreement subsidiaries Parties
19 December 2011 Leases Fiyta Shenzhen Company 14,000,000 18,000,000 22,000,000
and its subsidiaries
Guangdong Lutong Company 3,450,000 2,750,000 2,750,000
International
21 December 2011  Property Services Shenzhen Tianma ~ CATIC Property 7,000,000 7,000,000 7,000,000
Management
Shanghai Tianma  CATIC Property 5,000,000 5,000,000 5,000,000
Management
Chengdu Tianma CATIC Property 5,000,000 5,000,000 5,000,000
Management
Fiyta CATIC Property 3,500,000 4,000,000 4,500,000
Management
Guangdong CATIC Property 9,000,000 9,000,000 9,000,000
International Management
23 December 2011 Purchase of LG~ Chengdu Tianma ~ Chengdu 50,000,000 - =
Glass Optoelectronics
Processing Chengdu Tianma ~ Chengdu Industrial 18,000,000 = =
Commissioning Technology
28 December 2011 Entrusted Shanghai Tianma Shanghai CATIC Opto- 20,000,000 20,000,000 20,000,000
Management electronics
Shenzhen Tianma ~ Shenzhen CATIC Opto- 840,000 1,000,000 10,000,000
electronics
29 December 2011 Concessionaire  Fiyta Rainbow 35,000,000 45,000,000 60,000,000
Harmony CATIC Property 1,500,000 3,000,000 4,000,000

The above continuing connected transactions constituted the disclosable and connected transactions of the
Company. For further details please refer to the announcements of the Company published on the website
of SEHK.
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CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS (continued)

12.

13.

14.

15.

Connected Transaction - Acquisition of Equity Interests in Liaoning Hengdarui

On 14 December 2011, Harmony, an indirect non-wholly owned subsidiary of the Company, CATIC
Shenzhen and AVIC Trust have entered into the Share Transfer Agreement, pursuant to which Harmony, as
the nominee of CATIC Shenzhen, acquired the entire equity interest in Liaoning Hengdarui from AVIC Trust
for a total consideration of RMB56,100,000. Upon the completion of the acquisition, Harmony owns 100%
equity interests in Liaoning Hengdarui.

AVIC Trust is directly and indirectly owned by Aviation Industry as to 51% and AVIC Shenzhen as to 21.47%
respectively. Aviation Industry is the indirect holding company of AVIC Shenzhen. AVIC Shenzhen is the
controlling Shareholder. Hence, the above share transfer agreement constituted a disclosable and connected
transaction of the Company. For further details, please refer to the announcement of the Company dated 14
December 2011. The Company has complied with the relevant reporting and announcement requirements of
the Listing Rules.

Connected Transaction - Acquisition of 25% Equity Interests in Shanghai Watch

On 14 December 2011, Fiyta, a non wholly-owned subsidiary of the Company, won a bid as the only
bidder in a public tender at the Beijing Equity Exchange and entered in an equity transfer agreement with
AVIC Investment on the same day to acquire 25% equity interest in Shanghai Watch at a consideration of
RMB40250000.

Fiyta is a non wholly-owned subsidiary of the Company. AVIC Investment is a subsidiary of CATIC
Shenzhen. CATIC Shenzhen is the controlling shareholder of the Company. The above transaction
constituted the connected transaction of the Company. For further details, please refer to the announcement
of the Company dated 14 December 2011. The Company has complied with the relevant reporting and
announcement requirements of the Listing Rules.

Connected Transaction - Disposal of Equity Interest in Shenzhen Maiwei

On 25 August 2011, the Company entered into the Share Transfer Agreement, pursuant to which the
Company disposed 60% equity interest in Shenzhen Maiwei to CATIC Shenzhen for a consideration of
RMB1,520,000. Upon the completion of the equity transfer, the Company ceased to hold any equity
interests in Shenzhen Maiwei.

CATIC Shenzhen is the controlling shareholder of the Company. The Share Transfer Agreement
constituted a disclosable and connected transaction of the Company. For further details, please refer to
the announcement of the Company dated 25 August 2011. The Company has complied with the relevant
reporting and announcement requirements of the Listing Rules.

Connected Transaction - Acquisition of Equity Interests in Shennan Circuit

On 28 December 2011, the Company and its controlling shareholder CATIC Shenzhen entered into a share
transfer agreement, pursuant to which the Company acquired 4.65% equity interests in Shennan Circuit
from CATIC Shenzhen at a total consideration of RMB53000000. Upon the completion of the acquisition,
the Company owns 93% equity interests in Shennan Circuit.

CATIC Shenzhen is the controlling shareholder of the Company. Pursuant to Chapter 14A of the Listing
Rules, the above share transfer agreement constituted a connected transaction of the Company. For further
details, please refer to the announcement of the Company dated 28 December 2011. 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

U
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Connected Transaction - Finance Lease Arrangement

On 9 January 2012, Yunnan Hongfu, an indirect non-wholly owned subsidiary of the

Company, entered into, among other things, the Finance Lease Agreement with AVIC International Leasing,
pursuant to which Yunnan Hongfu shall pay the consideration for the leasing of the assets not more than
RMB80 million (including the principal amount, interests and management fees etc.).

AVIC International Leasing is the indirect non wholly owned subsidiary of Aviation Industry. Aviation Industry
is a connected person of the Company. Pursuant to Chapter 14A of the Listing Rules, the Finance Lease
Arrangement constituted a connected transaction of the Company. For further details, please refer to
the announcement of the Company dated 9 January 2012. The Company has complied with the relevant
reporting and announcement requirements of the Listing Rules.

Connected Transaction - Renovation Contract of Guangdong International Building

On 12 January 2012, Guangdong International, a non-wholly owned subsidiary of the Company, entered
into the 2012 First Renovation Contract with CATIC Building Facilities. CATIC Building Facilities envisaged
to conduct an overhaul on the fire prevention facilities for certain floors of Guangdong International Building.
The total amount under the contract is not more than RMB3,133,000.

Guangdong International is a non wholly owned subsidiary of the Company. CATIC Building Facilities is a
non wholly owned subsidiary of CATIC Property. CATIC Property is a wholly owned subsidiary of CATIC Real
Estate. CATIC Real Estate is a non wholly owned subsidiary of CATIC Shenzhen, the controlling shareholder
of the Company. The above contract constituted a connected transaction of the Company. The Company
has complied with the reporting and announcement requirements in accordance with the Listing Rules.

The auditors have reviewed the aforesaid continuing connected transactions of the Group and confirmed
that the continuing connected transactions:

1. have received the approval of the Board;

2. are in accordance with the pricing policies of the Group;

3. have been entered into in accordance with the relevant agreements governing the transactions; and
4. the aggregate amounts of the continuing connected transactions for the year ended 31 December

2011 did not exceed the annual cap amounts as disclosed in the relevant announcements disclosing
the relevant transactions.
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FOREIGN EXCHANGE RISK

The Group has no material foreign exchange risk as the Group’s products are mainly distributed in domestic market
and its export business is mainly settled in US dollar or HK dollar.

CONTINGENT LIABILITIES

The Company provided guarantees for a one-year loan of RMB842,000,000 and a long-term loan of
RMB149,600,000 in favour of Fiyta, a subsidiary; provided guarantees for a one-year loan of RMB436,000,000
and a long-term loan of RMB432,600,000 in favour of CATIC Resources; provided a guarantee for a long-term
loan of RMB80,000,000 in favour of GIB Company; provided a guarantee for a one-year loan of RMB202,000,000
in favour of Tianma; and provided a guarantee for a one-year loan of RMB75,981,000 and a long-term loan of
RMB173,069,000 in favour of Shanghai Tianma.

Tianma, a subsidiary of the Company, provided guarantees for a one-year loan of RMB108,545,000 and a long-
term loan of RMB247,241,000 in favour of Shanghai Tianma.

MATERIAL LITIGATION

The Company did not have any material litigation or arbitration in 2011.

OTHER SIGNIFICANT EVENTS

1. Very substantial acquisition and connected transaction - Issuance of domestic shares and
perpetual subordinated convertible securities for acquiring equity interests in 12 companies from
the parent company and connected persons
On 30 November 2010, the Company entered into equity interests acquisition agreements with AVIC
International Holding Corporation (“AVIC International”), Shenzhen Company and Beijing Raise Science
Co., Ltd (“Beijing Raise”), respectively. Pursuant to the said agreements, the Company has conditionally
agreed to acquire certain equity interests in 12 companies for an aggregate consideration of not more than
approximately RMB4,566,250,000, which shall be satisfied by issuance of domestic shares of the Company
and perpetual subordinated convertible securities. The resolutions approving the acquisitions were duly
passed at the extraordinary general meeting held on 16 February 2011 and the class meeting for holders
of H Shares held on the same date. For further details, please refer to the announcement of the Company
dated 3 December 2010 and the circular dated 31 December 2010.

The Company has received written approval from the State-owned Assets Supervision and Administration
Commission of the State Council (“SASAC”) stating its consent in principle to the said acquisition in July
2011. As at the date of this announcement, the Company had completed the procedures for the amendment
of business registration with eleven subject companies. As of the date of this announcement, there were still
one company pending the completion of the same.
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OTHER SIGNIFICANT EVENTS (continued)

2.

Issuance of Shares and Acquisition of Assets by Tianma

On 18 January 2010, Tianma, a non-wholly owned subsidiary of the Company, entered into formal
agreements with the Company, Shanghai Zhang Jiang (Group) Co., Ltd., Shanghai State-owned Assets
Operation Co., Ltd. (“Shanghai State Assets Company”) and Shanghai Industrial Investment (Group) Co., Ltd.
(“Industrial Investment Group”). According to the agreements, Tianma has conditionally agreed to acquire
21%, 20%, 19% and 10% of the total equity interest in Shanghai Tianma from the Company, Shanghai
Zhang Jiang Group, Shanghai State Assets Company and Industrial Investment Group, respectively. The
resolutions approving the acquisitions and the issuance of A shares were duly passed at the extraordinary
general meeting held on 19 March 2010. For further details, please refer to the circular of the Company
dated 1 February 2010.

The transaction was not approved by the Review Committee of Merger, Acquisition and Reorganisation of
Listed Companies of China Securities Regulatory Commission (“CSRC”) on 30 December 2010. Thereafter,
the board of Tianma decided to continue to proceed with this substantial asset restructuring at a board
meeting, and therefore re-submitted the amended and perfected application materials to CSRC for review.
On 9 January 2012, Tianma received a notice “The Decision of Disapproving Tianma Microelectronics Co.,
Ltd. of Acquiring Assets from Catic Shenzhen Holdings Limited Through Issuance of Shares” from CSRC,
and held a meeting by the board to discuss the decision of terminating such transactions on 17 January
2012. Please refer to the announcements issued by the Company dated 9 January 2012 and 17 January
2012 for details.

Very Substantial Acquisitions and Connected Transactions - Issuance of Perpetual Subordinated
Convertible Securities for acquiring equity interests in 7 companies from the parent company and
connected persons

On 16 November 2011, the Company entered into the equity interests acquisition agreements with AVIC
International and Shenzhen Company, respectively. Pursuant to the agreements, the Company has
conditionally agreed to acquire certain equity interests in 7 companies for an aggregate consideration not
more than approximately RMB8,277,333,000, which shall be satisfied by issuance of perpetual subordinated
convertible securities. The resolutions approving the acquisitions were duly passed at the extraordinary
general meeting held on 8 February 2012 and the class meeting for holders of H Shares held on the same
date. For further details, please refer to the announcement of the Company dated 21 November 2011 and
the circular dated 23 December 2011.

SUBSEQUENT EVENTS

1.

128

Very substantial acquisition and connected transaction - Issuance of domestic shares and
perpetual subordinated convertible securities for acquiring equity interests in 12 companies from
the parent company and connected persons

With respect to the above mentioned transactions, as at the date of this announcement, the Company is
conducting the procedures for the alteration of business registration about the last one subject company.
Upon the completion of procedures for the alteration of all business registrations, the Company would
proceed to the issue and registration of relevant domestic shares and perpetual subordinated convertible
securities, whereupon the very substantial acquisition and connected transaction would all be completed.

Very substantial acquisition and connected transaction - Issuance of perpetual subordinated
convertible securities for acquiring equity interests in 7 companies from the parent company and
connected persons

With respect to the above mentioned transactions, as at the date of this announcement, the proposal has
been submitted to SASAC and CSRC for review according to the relevant procedures.
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COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions of the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Listing Rules throughout the fiscal year ended 31 December 2011. During
the period, the Company has introduced remedial measures and systems for 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 the Directors and Supervisors. The Company,
having made specific enquiries with all Directors and Supervisors, confirmed that, during the fiscal year ended 31
December 2011, all Directors and Supervisors had complied with the required standards of dealing in securities
specified in the above mentioned code.

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 2011.

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 preliminary draft of the Group’s financial statement for the year.

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 accompanying financial statements have been audited by PricewaterhouseCoopers. There is no change in its
auditors in any of the preceding three years.

By Order of the Board
Wu Guang Quan
Chairman

Shenzhen, 19 March 2012

FNPHEERGBRAR 2011FERE 129



Reports of the Board’s Subcommittees

130

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 2011, 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 2011 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 issuerand
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 2011.

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 2011.
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The audit committee conducted two meetings during the year of 2011, at which the audit committee

had reviewed the audited financial statements of the Group for 2011. 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 8, 2011

August 16, 2011

Proposals considered e

The Proposal to Review the Auditor’s Report, Results
Announcement and Report of Directors of the Company for 2011

The Proposal to Review the Interim Financial Report and the
Interim Report on Consolidated Results of the Company for 2011

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 Profits Appropriation Proposal of the
Company for 2011

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

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 2011, 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:

) 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;

RYIPREERGERART 201EFERE 131



132

1) 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;

1) The committee has reviewed the remunerations for the year 2011 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;

V) 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 2011, 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 8, 2011

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

and Senior Management of the Company for 2011

2. The Proposal to Review the Payment Method of the Remuneration
of the Directors and Senior Management of the Company for 2011
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Report of the Supervisory Committee

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 2011, all members of the Supervisory Committee of this Company earnestly performed
the function of supervision in accordance with the regulations and requirements of Company Law, Articles of
Associations and the procedure rules of the Supervisory Committee. By means of exercising their functions
independently pursuant to the laws through 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
supervised and examined the operations of the this Company in accordance with the laws, the financial position
of this Company, the implementation of resolutions passed in the shareholders’ general meetings, the process of
making major decisions by the Board of Directors, the legality and compliance for the operation and management
activities of this Company as well as the performance of duties by the Directors and the senior management. It
was thus procured that this Company is operated legally with a view to safeguard the benefits of this Company, its
shareholders and employees.

The Supervisory Committee deems that during the reporting period, this Company’s behaviors in the aspects of
legal operation, financial auditing & result and daily operation and management comply with relevant provisions of
the rules governing the listing of securities on the Stock Exchange and 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
this Company’s benefits by utilizing their powers.

The Supervisory Committee expresses the following opinions for the performance of its operation during the
reporting period:

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

During the reporting period, this Company strictly abided to 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. The shareholders’ general meetings and the Board meetings were convened in accordance with the
procedures as provided in the relevant laws, regulations and the Articles of Association, where the contents of
the relevant resolutions were legal and valid. When fulfilling duties, the directors and senior managerial staff can
consciously safeguard the benefits of this Company and shareholders, adhere to the principles of good faith and
diligence, and do not violate any laws or statutes, or damage this 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 2011 interim report, 2011 annual
report and 2011 auditor’s report presented by PricewaterhouseCoopers, the auditor of this Company, with
unqualified opinion. The supervisor committee considered that this Company’s finance system and internal control
system are sound, the financial operation is normal and financial status is good, and that the auditor’ report can
truly, objectively and fairly reflect the financial position and operating results of this Company in 2011.
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The Supervisory Committee’s independent opinion on the acquisition and disposal of assets by this
Company

During the reporting period, the acquisition and disposal of assets by this Company were in compliance with the
requirements of laws and regulations including this Company Law, the Securities Law, and the Listing Rules as well
as this 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 this Company’s assets.

The Supervisory Committee’s independent opinion on the connected transactions of this Company

The supervisory committee has reviewed the connected transactions and continuing connected transactions of
this Company during the reporting period and considered that the connected transactions of company were in
line with this 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, this Company’s articles of association
and the Internal Reporting System for Major Events and Connected Transactions. This Company has conducted
the review and disclosure procedures such that the interests of the shareholders and this Company were not
prejudiced.

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

Shenzhen, China
19 March 2012
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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 137 to
260, which comprise the consolidated and company balance
sheets as at 31 December 2011, 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.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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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 2011, 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, 19 March 2012
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Consolidated Balance Sheet

R-ZT——%F+-H=+—H As at 31 December 2011

BE+=-HA=+—H1
As at 31 December

—E——F —E-FTF
2011 2010
it AR¥T T AR Tr
Note RMB’000 RMB’000
BE ASSETS
ERBEE Non-current assets
- dth {55 A AE Land use rights 7 682,264 719,271
SR Mining rights 8 519,906 534,029
R Goodwill 9 5,240 5,240
2 & AN B9 B B B AN Capitalised development costs 10 57,973 —
ME - WE MR Property, plant and equipment 11 7,072,770 6,697,911
EME Investment properties 12 1,426,399 1,129,129
EETRR Construction-in-progress 13 944,689 893,546
P kNl - = Investments in associates 15 916,944 794,349
AtHESHEE Available-for-sale financial assets 17 35,158 27,579
BT ST EE Deferred income tax assets 18 152,885 105,751
HEMIERENEE Other non-current assets 19 183,418 82,458
11,997,646 10,989,263
mEEE Current assets
75 Inventories 20 2,527,417 1,976,667
B 5 Rk H M0 EUGRIE Trade and other receivables 21 3,116,081 2,414,513
IR ERITIF X Pledged bank deposits 22 114,931 158,725
ReERFSEEBY Cash and cash equivalents 23 1,040,078 1,728,245
6,798,507 6,278,150
BEE Total assets 18,796,153 17,267,413
s EQUITY
ARRERFEEAERN Capital and reserves attributable to
=N the Company’s equity holders
A% 2R Share capital 24 673,367 673,367
fx 5= 8 Share premium 24 354,513 354,513
H b s Other reserves 25 537,563 439,020
RO ECA)HE Retained earnings 702,850 510,582
2,268,293 1,977,482
FEE IR IR R Non-controlling interests 3,347,672 2,970,967
R Total equity 5,615,965 4,948,449

BEFH BB S A A G IS IR MO BD D

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

FIFMEERBERAT 2011 FEHwRE

137



ReEERERE)

Consolidated Balance Sheet (continued)
WZF——F+=A=+—H As at 31 December 2011

BZE+=-HA=+—H1L
As at 31 December

—E——F —E-FF
2011 2010
it AR¥FT AREFr
Note RMB’000 RMB’000
aE LIABILITIES
ERBERE Non-current liabilities
B Borrowings 26 4,139,991 5,671,172
EEFTERaE Deferred income tax liabilities 18 379,505 346,143
BT #8 B 2 R EUR A Deferred income on government grants 27 569,609 535,359
HindEmsa s Other non-current liabilities 28 113,632 114,327
5,202,737 6,667,001
REEE Current liabilities
B 5 K E A e 08 Trade and other payables 29 2,975,283 3,267,087
BER Borrowings 26 4,926,004 2,350,486
MBS AE Current income tax liabilities 76,164 34,390
7,977,451 5,651,963
e s Total liabilities 13,180,188 12,318,964
HEDHAE Total equity and liabilities 18,796,153 17,267,413
REFE(AER) BE Net current (liabilities)/assets (1,178,944) 626,187
BEERABAR Total assets less current liabilities 10,818,702 11,615,450

ERZE——F=At+NBLEESSHAE
Approved by the Board of Directors on 19 March 2012

EEk: Rk

Chairman: Wu Guang Quan

BEx B3

Director: Sui Yong

BEFH BB SE A S Gt TS TR RO BD 1D

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

138 CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2011



RAEBERER

Company Balance Sheet

R-ZT——%F+-H=+—H As at 31 December 2011

BE+t=-A=+—-HL

As at 31 December

—E2——F —E-LTF
2011 2010
Bt AREFT AREFT
Note RMB’000 RMB’000
BE ASSETS
ERBEE Non-current assets
ME - WE MK Property, plant and equipment 11 8,337 9,308
BB AR ZIRE Investments in subsidiaries 14 1,687,011 1,634,011
REtE N a2 I&E Investments in associates 15 298,198 298,198
At ESREE Available-for-sale financial assets 17 1,400 1,400
1,994,946 1,942,917
REEE Current assets
B 5 R H A EIIE Trade and other receivables 21 300,763 156,127
BEMEEEED Cash and cash equivalents 23 26,579 20,203
327,342 176,330
HEE Total assets 2,322,288 2,119,247
s EQUITY
AATERFEAEMN Capital and reserves attributable to
B the Company’s equity holders
A% 2R Share capital 24 673,367 673,367
f& 1D B Share premium 24 354,513 354,513
Hith e Other reserves 25 70,001 70,001
2EEE Accumulated losses (591,858) (514,241)
HERER Total equity 506,023 583,640

BEFH BB SE R A A Gt S IR MO BD D

The accompanying notes are an integral part of these consolidated financial statements.
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RAEERBR(E)
Company Balance Sheet (continued)
M—T——F+=-H=+—H As at 31 December 2011

BZ+t=-A=+—H1L

As at 31 December
—B——fF —E-FF
2011 2010
AREFT ARBTFT
RMB’000 RMB’000

aE LIABILITIES
ERBARE Non-current liabilities
B Borrowings 186,000 1,100,000

REBEE Current liabilities

B 5 N H At FE R Trade and other payables 316,265 235,607
B Borrowings 1,314,000 200,000

1,630,265 435,607

1,816,265

2,322,288



Consolidated Income Statement

HEZT——F+=-A=1+—HIFE For the year ended 31 December 2011

BZE+=-—HA=+—HL

Year ended 31 December

—E——F —E-TF
2011 2010
it AEB¥FT ARETFr
Note RMB’000 RMB’000
WA Revenue 6 10,435,966 6,964,551
$HE BN Cost of sales 32 (8,393,331) (5,459,142)
EF Gross profit 2,042,635 1,505,409
HEER Distribution costs 32 (649,518) (429,871)
1THE A Administrative expenses 32 (1,066,391) (725,739)
HEMEME N BEUES Fair value gain on investment properties 12 9,617 74,406
HAth g A Other income 30 517,381 220,721
Hih(E518),Wzs— %%  Other (losses)/gains — net 31 (841) 72,074
KRR Operating profit 852,883 717,000
BEUWA Finance income 34 27,066 20,773
BE AR Finance costs 34 (435,209) (344,113)
BB A AR — HEE Finance costs — net (408,143) (323,340)
FE(R B A B A Share of profit of associates 15 100,810 61,228
FRETEH AR R Profit before income tax 545,550 454,888
PSSz Income tax charge 36 (59,173) (112,298)
78 B E Profit for the year 486,377 342,590
EiER : Profit attributable to:

RAalE=EEA Equity holders of the Company 212,469 193,561
FEPERR AR R A Non-controlling interests 273,908 149,029
486,377 342,590

KAREREBTEAFERN Earnings per share attributable to the

EIEERER - G equity holders of the Company during
AREEFI| R the year (RMB per share)

—EK — basic 38 0.3155 0.2874
— — diluted 38 0.3155 0.2874
%8 Dividends 39 20,201 =

BEFH BB SE R A A Gt S IR MO BD D

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

HEZT——F+ZA=1+—HIFE For the year ended 31 December 2011

BE+t=-A=+—-HL

Year ended 31 December

—E——F ZE—TF
2011 2010
HaF AR¥ T ARBTT
Note RMB’000 RMB’000
REERA Profit for the year 486,377 342,590
HitRE e Other comprehensive income:
AftHESMEEY Fair value gains on available-for-sale
A EEKE financial assets-gross of tax
— RHBRTE K 17 4,759 -
AIHEESREE L Fair value gains on available-for-sale
A BEKGE TR financial assets-tax 18 (714) -
BEFEE AR ERER Gain on transfer of owner-occupied
SR E (R property to investment property,
net of tax 12 103,752 17,403
HNEEHT R R Currency translation differences (8,606) (3,769)
PGB & A R At & Share of fair value losses from available-
SRBEZARBMEIBL  for-sale financial assets of the
(FIBRTEHK) associate, net of tax 15 (338) (1,796)
FibEtE AR B ERE Share of gain on the transfer of owner-
BITE R RFERS occupied property to investment
(FOBRFRE ) property of the associate — net of tax 15 30,224 =
FRHEMEZRS KR Other comprehensive income for
(HBRBERR) the year, net of tax 129,077 11,838
FRAGZEE W Total comprehensive income for
(F0BRBEFR) the year, net of tax 615,454 354,428
PEAL - Attributable to:
—ARANREREFEEA — Equity holders of the Company 320,186 193,261
— JEE iR 2 - Non-controlling interests 295,268 161,167
FRZEEE WG Total comprehensive income for
the year 615,454 354,428

BEFH BB SE A A G TS IR RO BD 1D ©

The accompanying notes are an integral part of these consolidated financial statements.
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B EREER
Consolidated Statement of Changes in Equity

HEZT——F+ZA=1+—HIHFE For the year ended 31 December 2011

FEGER
Rx  BROEE EERH HtRE RKIEAE Non-
Share Share  Treasury Other  Retained controlling &t
capital  premium shares  reserves  earnings interests Total
(Hiit2s)
Note 25)
Wi AEETT ARETT AREFT AREFT AREFT ANEEFT AREFIL
Note ~ RMB'000  RMB'000  RMB'000  RMB000 ~ RMB'000  RMB000  RMB’000
S 4] Group
R-B-B5-F-H4&# Balance at 1 January 2010 673,367 354,513 - 353,612 317,021 2,125,824 3,824,337
Gl Comprehensive income
BEER Profit for the year - - - - 193,561 149,029 342,590
AfFERA Other comprehensive income
BAFERRERK Gain on transfer of owner-ocoupied
EERMYE property to investment property 12 - - - 5,265 - 12138 17,408
FrifA N AL E Share of fair value losses from
SREEY available-for-sale financial assets
MEEEE of the associate 15 - - - (1,79) - - (1,796)
NEREER Currency translation differences - - - (3,769) - - (3,769)
LY ON Total other comprehensive income - - - (300) - 12138 11,838
SRERA Total comprehensive income - - - (300) 193561 161,167 354428
ERRERERN Total contributions by and
KAREEA distributions to owners of the
BEER Company recognised directly
HEA K in equity
HIEER Transactions with non-controlling
L85 interests - - - 85708 - 35371 451,079
ALEAHTMELR Non-controling interest arising on
FE o business combinations - - - - - 110000 110,000
HENBAR Disposal of subsidiaries - - - - - (573 (5739
RIS Capital contributed by non-
1A controling interests - - - - - 262,000 252,000
“EENERE Dividends for 2009 - - - - - (17862 (17,662
KAREEA Total contributions by and
BIER distributions to owners of
HE R the Company - - - 85,708 - 683976 769,684
RZE-EF Balance at 31 December 2010
TZB=t-R&R 673,367 354,513 - 430020 510582 2,970,967 4,948,449

BEFH BB SE R A A Gt S IR MO BD D

The accompanying notes are an integral part of these consolidated financial statements.
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Aot EEEER(E)
Consolidated Statement of Changes in Equity (continued)
HEZT——F+ZA=1+—HIFE For the year ended 31 December 2011

FEHER
R ROEE ERRH EtRE KIENE Non-
Share Share  Treasury Other  Retained controlling @t
capital  premium shares  reserves  earnings interests Total
(Hii25)
(Note 25)
g ANREFT AEETFT AEETT AERETT ABETT ARETT AREFT
Note  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB’000

R=B--5-F—-H%&# Balance at 1 January 2011 673,367 354,513 - 439,020 510,582 2,970,967 4,948,449
Gk Comprehensive income
=kl Profit for the year = - - - 212469 273908 486,377
0N Other comprehensive income
AR FEARERK Gain on transfer of owner-ocoupied
el property to investment property 12 = = - 77559 - 26193 108,752
L NG B vt Share of fair value losses from
THEEL available-for-sale financial assets
MEBEEX of the associate 15 - - - (338) - - (338)
EHESREEL Fair value gains on available-for-
NrEERE sale financial assets - - - 1845 - 2900 4,045
it EARIBER Share of gain on the transfer of
HARERER owner - occupied property
ol to investment property of the
associate 15 - - - 30,224 - - 30,224
INEEET Currency translation differences - - - (1573) - (7.033)  (8,608)
LY L ON Total other comprehensive income - - - 07717 - 21360 129,077
GRERA Total comprehensive income - - - 107,717 212469 205268 615454
ERRERRIN Total contributions by and
KAREEA distributions to owners of the
BEER Company recognised directly
B in equity
SRR R 5 Transactions with non-controlling
interests 25 - - - 9,174) - (62,851) (72,029)
N Disposal of a subsidiary - - - - - (1597)  (1,597)
FrtlERTE Capital contributed by
non-controlling interests 40 - - - - - 168,000 168,000
—5-25Rs Dividends for 2010 - - - - pooh) @215 @231
KAREEA Total contributions by and
BEER distributions to owners of
ZES:p8 the Company - - - (@174 (0201) 81437 52062
R-B--% Balance at 31 December 2011
TZB=t+-B&R 673,367 354,513 - 537563 702850 3,347,672 5,615,965

BEFH BB SE A A G TS IR RO BD 1D ©

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

144 CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2011



NAEERBER
Statement of Changes in Equity

HEZT——F+=-A=1+—HIFE For the year ended 31 December 2011

k& RAEE EERG  HERE  ZHEX
Share Share  Treasury Other Accumulated @it
capital  premium shares  reserves losses Total
(Hrit24)
(Note 24)

Wit NEETT ARETT ARRTT ARETT ARETT ARETT
Note ~ RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000

A7 COMPANY
RZZ-SF-F-HEH Balance as at 1 January 2010 673,367 354,513 70001 (446,218) 651,663

Comprehensive income
Loss for the year (68,023) (68,023)

Balance as at
+ZRA=t-BE&# 31 December 2010 673,367 354,513 70,001 (514,241) 583,640

W-E-—-F—-H—H&#% Balance as at 1 January 2011 673,367 354,513 70,001 583,640



EORTRER

Consolidated Statement of Cash Flow

HEZT——F+ZA=1+—HIFE For the year ended 31 December 2011

BE+=-A=+—H1
Year ended 31 December

—E——F —E-TF
2011 2010
Wizt AREFIT ARETFT
Note RMB’000 RMB’000
BETEHEL2HERE Cash flows from operating activities
REXBEEZH S Cash generated from operations 40 24,480 588,688
BEAFE Interest paid (496,934) (346,906)
BRETEH Income tax paid (32,915) (65,764)
LEES(FTA) B4  Net cash (used in)/generated from
FIRE operating activities (505,369) 176,018
RETHELZEHERE Cash flows from investing activities
BEYE  BENERE Purchase of property,
plant and equipment (580,879) (486,168)
0% B R Purchase of mining rights 8 (10) (14,945)
BB B L fsF A Purchase of land use rights 7 (20,372) (25,635)
EETIEE Additions to construction-in-progress (887,948) (1,650,010)
MEWE - BEKEHE Proceeds from disposal of property,
e plant and equipment 16,824 11,966
HEEREITIRREIIE Proceeds from disposal of
construction-in-progress - 1,255
HEHMIEREEE Proceeds from disposal of other
FTiS kI8 non-current assets 1,014 1,487
iRl N ) Prepayment for the acquisition of
B8 an associate 19 (40,300) -
NI Rl Additions to associates - (134,000)
Wi —FEH B AR A Prepayment for the acquisition of
TR 5RIE a subsidiary (28,050) -
Uiz B JE IR | R 2 Acquisition of non-controlling interests 25 (14,217) -
HEMBATNFE(EXR  Net (cash paid)/proceeds from disposal of
RBe),/ W subsidiaries 40 (635) 132,795
BEAHEEZSREE Purchase of available-for-sale financial
assets (2,820) (10,501)
B W B Government grants received 76,635 399,004
BUF S Interest received 27,066 20,773
EAR R Dividends received 8,136 -
HmIEme)EESE) %58  Net change of other non-current assets (6,657) 100,477
EIRRITIE R E BT Net change of pledged bank deposits 29,146 310,516
REZBIAFERE Net cash used in investing activities (1,423,067) (1,342,986)

BEFH BB SE A A G TS IR RO BD 1D ©

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flow (continued)
HEZT——F+ZA=1+—HIFE Forthe year ended 31 December 2011

BE+=-A=+—H1t
Year ended 31 December

—E——F —E-FF
2011 2010
it ARBFT ARETFT
Note RMB’000 RMB’000
METHZ2HERE Cash flows from financing activities
B FT1S3IR Proceeds from borrowings 4,801,376 3,966,771
EEEER Repayments of borrowings (3,708,565) (2,937,771)
IR HIRE S M B A A Capital contribution to subsidiaries from
EE non-controlling interests 40 168,000 703,079
RS B B R B FEE Dividends paid to non-controlling interests
R 7 BB of subsidiaries (22,115) (17,662)
IR PR 2 A% 8 Dividends paid to the shareholders (8,643) -
BT #E B & Government subsidy received - 21,164
EIRIRIT 7 s E B F R Net change of pledged bank deposits 14,648 106,590
BERBEACFRE Net cash generated from financing
activities 1,244,701 1,842,171
HeRREEBEY2 Net (decrease)/increase in cash and
OR), /B inEE cash equivalents (683,735) 675,203
FzHeREASE Cash and cash equivalents at beginning
B of year 1,728,245 1,056,811
INEATE EEE Currency translation differences (4,432) (3,769)
FRZIEERIES%EY Cash and cash equivalents at end of year 1,040,078 1,728,245

BEFH BB SE R A A Gt S IR MO BD D

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the 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, 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 19 March 2012.

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 and available-for-sale financial assets. 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
(“CAS 2006").

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

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2011
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Notes to the Financial Statements
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BHE_Z——F+_-_A=+—HI*F
B AEENELBEESFRHOEA
R #505,369,0007C - RAIH * "EH
MEBAEBLERHEENARE
1,178,944,0007C @ M E M K B2 EHR
1TE R AR #4,026,004,00070 1A & 3k
+ZEARBEE - AEEIEARBEL
EERSECEMNBETHM B ETNE
o RITERERENEAEENET
RENRREBESRE  ANMERBITE
B FRERE -

AEE—BERESIAE RN ERE
MREEELEALMNENREME L #
FRIFERRLE - At - NARARESER
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TE-CFIHEEREDN - EREER
BARFBEIMNRITREBRNAEEAF
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RITRE  TELBEARFX - XEARE
ZHRTERETENERLSRYE
KBEGRARRBRELLEEERY
MBHREREE -

BASIS OF PREPARATION (continued)

For the year ended 31 December 2011, the Group
had a net operating cash outflow of approximately
RMB505,369,000. As at the same date, the Group’s
current liabilities exceeded its current assets by
approximately RMB1,178,944,000, and it had
outstanding short term bank loans of approximately
RMB4,926,004,000 which are due for repayment within
the next twelve months. The Group’s ability to continue
as a going concern and to fulfil its financial obligations
depends on the continuous effort of management to
improve the Group’s profitability and operating cash
flow and the continuing supports of its lending banks to
provide financing.

The Group has been servicing its debt and interest
payment obligations according to the terms and
schedules of the respective loan agreements and it has
maintained good credit history. As a result, the directors
of the Company are confident that the Company will be
able to roll over its outstanding bank loans when they are
due for repayment in 2012.The directors are continuing
their efforts to arrange additional bank financing to meet
the funding requirements of the Group.

Furthermore, the directors will continue to implement
measures aiming at improving the working capital and
cash flows of the Group including closely monitoring daily
operating expenses and controlling capital expenditures
to be incurred only when specific bank financing could
be arranged. They will also arrange with bankers to
convert certain short term loans into long term loans
whenever possible. The board of directors consider that
it is appropriate to prepare the financial statements under
the going concern basis.
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2 mMBEXE ) 2. BASIS OF PREPARATION (continued)
esHBGR MR EE Changes in accounting policy and disclosures:
(a) REBRMPFTET R ZIEET 8| (a) New and amended standards adopted by the
group

AT ] BN ZE B B & 5T B R f2 The following new amendments to standards

BE-ZE——F— F—H#EMIBK and interpretations are mandatory for accounting

AR et iR sI Bk o KA periods beginning on or after 1 January 2011. The

HEERMEFTEERNERBL adoption of these amendments to standards does

HE MBS T E AR not have any significant impact to the results and

2, R R AN E B XA financial position of the Group or not relevant to

the Group’s operations:

EIRREErER24 AW KR IAS 24 (Revised) Related party disclosures
(%&f'% 1)

BB B 75 4 BEEERTE Amendment to Prepayments of a minimum
REZRE :OREEN PN IFRIC Int-14 funding requirement
—REBAE14

(b) EBRXRENB2011F181H8HEK (b) New and amended standards have been
MW BRFEDRERNTEREER issued but are not effective for the financial
MEIFET 2RI year beginning 1 January 2011 and have not
been early adopted
R T 51 B 8= £ B i
WETHEEXN
Effective for accounting
periods beginning
on or after

B B B 75 3 25 42 B9 ST E —ET—hF—H—H

IFRS 9 Financial instruments 1 January 2015

B B H5 ¥R &5 £E R0 Fa Wk —T—=%—H—H

IFRS 10 Consolidated financial statements 1 January 2013

BB B TS ¥R 5 2E R 2 Hih B aEm ik —E—=%—H—H

IFRS 12 Disclosures of interests in other entities 1 January 2013

B R B F5 HR 5 4E BN 3 AREBEE —ET—=F—H—H

IFRS 13 Fair value measurement 1 January 2013
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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 2011.

() 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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PRINCIPAL ACCOUNTING POLICIES

Consolidation (continued)

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)

)

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 received
and receivable.
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PRINCIPAL ACCOUNTING POLICIES

Consolidation (continued)

Subsidiaries (continued)

Impairment testing of the investments in
subsidiaries is required upon receiving
dividends from these investments if the
dividend exceeds the total comprehensive
income of the subsidiary in the period the
dividends is declared or if the carrying
amount of the investment in the separate
financial statements exceeds the carrying
amount in the consolidated financial
statements of investee’ net assets including
goodwill.

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Consolidation (continued)

(iii)

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.

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.
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PRINCIPAL ACCOUNTING POLICIES

Consolidation (continued)

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.

The Group’s share of post-acquisition
profit or loss is recognised in the income
statement, and its share of post-acquisition
movements in other comprehensive income
is recognised in other comprehensive
income with a corresponding adjustment
to 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 legal or constructive obligations or
made payments on behalf of the associate.

The Group determines at each reporting
date whether there is any objective
evidence that the investment in the
associate is impaired. If this is the case, the
Group calculates the amount of impairment
as the difference between the recoverable
amount of the associate and its carrying
value and recognises the amount adjacent
to ‘share of profit/(loss) of an associate’ in
the income statement.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

(b)

Consolidation (continued)

(iv)

Associates (continued)

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.

Segment reporting

Operating segments are reported in a manner
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.
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PRINCIPAL ACCOUNTING POLICIES
(continued)
Foreign currency translation

Functional and presentation currency

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

Transactions and balances

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

Foreign exchange gains and losses that
related to borrowings and cash and cash
equivalents are presented in the income
statement within ‘finance income or cost’.
All other foreign exchange gains and losses
are presented in the income statement
within ‘other gains — net’.

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(c) Foreign currency translation (continued)

)

(iii)

Transactions and balances (continued)
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;

- 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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(c)

(d)

Foreign currency translation (continued)

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

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

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount, only when it is probable that
future economic benefits associated with the item
will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to the income
statement during the financial period in which they
are incurred.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(d)

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

Machinery and Equipment
Motor vehicles

Mining structures®

20 to 35 years
5to 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
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(d)

(e)

Property, plant and equipment (continued)

When an owner-occupied property becomes an
investment property:

(@) any resulting decrease in the carrying
amount of the property is recognised in
profit or loss.

(b) any resulting increase in the carrying
amount is treated as follows:

(i) to the extent that the increase
reverses a previous impairment
loss for that property, the increase
is recognised in profit or loss. The
amount recognised in profit or
loss does not exceed the amount
needed to restore the carrying
amount to the carrying amount that
would have been determined (net
of depreciation) had no impairment
loss been recognised.

(ii) any remaining part of the increase is
recognised in other comprehensive
income and increases the
revaluation surplus within equity.
On subsequent disposal of the
investment property, the revaluation
surplus included in equity may be
transferred to retained earnings. The
transfer from revaluation surplus
to retained earnings is not made
through profit or loss.

Goodwill

Goodwill arises on the acquisition of subsidiaries
and associates and represents the excess of the
consideration transferred over the Group’s interest
in net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree
and the fair value of the non-controlling interest in
the acquiree.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

(f)

(9)

Goodwill (continued)

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units (“CGUs”), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity
at which the goodwill is monitored for internal
management purposes. Goodwill is monitored at
the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to
the recoverable amount, which is the higher of
value in use and the fair value less costs to sell.
Any impairment is recognised immediately as an
expense and is not subsequently reversed.

Mining rights

Mining rights are stated at cost less accumulated
amortisation 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.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(h)

(i)

)]

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.

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(k)

U]

Impairment of non-financial assets

Assets that have an indefinite useful life — for
example, goodwill or intangible assets not
ready to use — are not subject to amortisation
and are tested annually for impairment. Assets
that are subject to amortisation 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 an impairment are reviewed
for possible reversal of the impairment at each
reporting date.

Financial assets

() Classification
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.

(@) 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.
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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(p) and Note 3(q)).

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)
(1) Financial assets (continued)
(i) Recognition and measurement

Regular way purchase 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 profits or loss.
Financial assets carried at fair value through
profit or loss are 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 profits or loss are
subsequently carried at fair value. Loans
and receivables are subsequently 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 (losses)/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.

Changes in the fair value of monetary and
non-monetary securities classified for sale
are recognised in other comprehensive
income.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

U]

(m)

(n)

Financial assets (continued)

(i) Recognition and measurement (continued)
When securities classified as available for
sale are sold or impaired, the accumulated
fair value adjustments recognised in equity
are included in the income statement
as ‘gains and losses from investment
securities’.

Interest on available-for-sale securities
calculated using the effective interest’
methods is recognised in the income
statement as part of other income.
Dividends on available-for-sale equity
instruments are recognised in the income
statement as part of other income when
the Group’s right to receive payments is
established.

Offsetting financial instruments

Financial assets and liabilities are offset and the
net amount reported in the balance sheet when
there is a legally enforceable right to offset the
recognised amounts and there is an intention to
settle on a net basis or realise the asset and settle
the liability simultaneously.

Impairment of financial assets

(i) Assets carried at amortised cost
The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or group
of financial assets is impaired. A financial
asset or a group of financial assets is
impaired and impairment losses are
incurred only if there is objective evidence
of impairment as a result of one or more
events that occurred after the initial
recognition of the asset (a ’'loss event’) and
that loss event (or events) has an impact
on the estimated future cash flows of the
financial asset or group of financial assets
that can be reliably estimated.

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2011



PA ISR R MY EE

Notes to the Financial Statements

3 FESFBE®)

n) SWEEREE)

()

BEBHKAFEZ EE
(&)

BAERE B A BIRES A
—HEBALHEBREARY
BRE - BHOKREMEE
MEBHEAE WEBABE
WEXETEMMBE
M ARBABESIMN
BRI AR RAR 2R
ELRAFAEZRD - HI
AR G2 B B E) ek 3R
EHINERZ IR -

FhE R N MR SRR Bl
5 BREEDBREBEE
REERRSREERE
B A R B8R 3R 14 5T R KR
EnE(TEEINRELN
ARERBER)NRERE
MEMENE - BEREE
TLABIR - MBREERA
EREAWRmKRER - I8
REFAERIHRER T

B X FEEMEER
KOBBREDRAREE

VM EBRAIE - EER
A - AR E AR A
BEOTIBER  RTA
AT EHRAE -

MRS R IR - BEERE
R B A LR A A]
FEE R ERELER
‘A BENEMH(PINER
ABERFREMNE)
A 2 7 B #E R By BB 5 18
AESRA R EREE -

3 PRINCIPAL ACCOUNTING POLICIES

(continued)
(n) Impairment of financial assets (continued)
(i) Assets carried at amortised cost

(continued)

Evidence of impairment may include
indications that the debtors or a group of
debtors is experiencing significant financial
difficulty, default or delinquency in interest
or principal payments, the probability that
they will enter bankruptcy or other financial
reorganisation, and where observable
data indicate that there is a measurable
decrease in the estimated future cash
flows, such as changes in arrears or
economic conditions that correlate with
defaults.

For loans and receivables category, the
amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit
losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate. The carrying amount
of the asset is reduced and the amount of
the loss is recognised in the consolidated
income statement. If a loan or held-to-
maturity investment has a variable interest
rate, the discount rate for measuring any
impairment loss is the current effective
interest rate determined under the contract.
As a practical expedient, the Group may
measure impairment on the basis of an
instrument’s fair value using an observable
market price.

If, in a subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in
the debtor’s credit rating), the reversal of
the previously recognised impairment loss
is recognised in the consolidated income
statement.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(o)

(p)

(a)

U]

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.

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(r)

(s)

(t)

Share capital (continued)

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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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

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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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

v)

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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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(w)

(x)

(y)

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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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(v)

()

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.

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.
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(2) Revenue recognition (continued)

U

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.

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.

Hotel operations
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3 PRINCIPAL ACCOUNTING POLICIES

(continued)

(aa)

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 capitalization 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.
Capitalization 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.

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.
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PRINCIPAL ACCOUNTING POLICIES

(continued)

(bb)

(cc)

(dd)

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.

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 recognized less, when
appropriate, cumulative amortisation calculated to
recognise the fee income earned on a straight line
basis over the life of the guarantee contract.
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FINANCIAL RISK MANAGEMENT

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

(a) Market risk

(i)

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, HK dollars,
Great britain pounds and Korean won. 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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FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (continued)
(i Foreign exchange risk (continued)
The carrying amount of the Group’s foreign
currency denominated monetary assets
and monetary liabilities at the respective
balance sheet dates are as follows:

—g--% -T-%F
+=A=t+-8 +-A=t-8
31 December 31 December
2011 2010
AREFT AREFT
RMB’000 RMB’000

926,352 800,214
79,558
22,811
3,291
6,330
725

1,039,067

2,482,064
94,777
157,184
130,934
1,841

2,866,800
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(@ THERGE) (a)  Market risk (continued)
(i SNEE SR 2 (42 ) (i Foreign exchange risk (continued)
THRETARE L BB The following table shows the sensitivity

BABE1%HBREIT analysis of a 1% increase in RMB against

ZIK@EZE?J\WE@%D{\% the relevant foreign currencies. The
BEENEKER @ WK

FRERSENEREHIE sensitivity analysis includes only foreign
K BL &S A BB >(% l |

currency denominated monetary items and
LB -

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

—g-—% —T-TF

2011 2010
ARETFT AREFT
RMB’000 RMB’000
HETERAE% 1% appreciation in exchange rate
15,557
152
1,344

1,276
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4 FINANCIAL RISK MANAGEMENT (continued)
(a) Market risk (continued)
(i) Price risk
The Group is exposed to equity securities
price risk of its A share investments in
the Shanghai Stock Exchange which are
classified on the consolidated balance
sheet as available-for-sale financial assets
(Note 17). The exposure of the price risk
of available-for-sale financial assets is not
material to the Group.
(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 at 31 December
2011 with all other variables held at
constant on the Group’s profit for the year.

Fl=Z=
Interest rate
10% L # 10% T ¥
10% higher 10% lower
FEWECGRL),#hn
(Decrease)/increase
in profit for the year

ARETFIT AREFT
RMB’000 RMB’000
FENXREE Borrowings at variable rates
REEK AT A Charged/(credited) to finance costs
($0B%) (FNBRE AN 1E (net of amounts to be capitalised
R TR 2 5U8) as construction in progress) (30,324) 30,324
REBEE 2= KERK The interest rates and terms of repayment

HAPA P26 FE ©

182

of borrowings of the Group are disclosed in
Note 26.
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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 24% of the
balance of trade and other receivables as
at 31 December 2011 (2010: 32%).

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 21. 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. The board of directors
of the Group have further assessed and
managed the liquidity and going concern
issue of the Group. Please refer to Note 1
for detail.
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FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a)

v)

PIME
Less than

Liquidity risk (continued)

The table below analyses the Group’s
and Company’s non-derivative financial
liabilities into relevant maturity grouping
based on the remaining period at the
balance sheet to the contractual maturity
date. The amounts disclosed in the table
are the contractual undiscounted cash
flows. Balances due within 12 months
equal their carrying balances, as the impact
of discounting is not significant.

128 255
Between Between SENE
1 and 2and Over @5t

1 year 2years 5years 5years Total

ABRTR

ARBTR  ABBTR  AREFT  AREFR

RMB’000 RMB’000 RMB000 RMB000

4,950,916
2,975,283
3,794

928962 3,406,788 786,417 10,073,083
- - - 2975283
5,469 106,468 7,900 123,640

7,929,993

934,431 3,513,256 794,326 13,172,006
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4 BERREEE) FINANCIAL RISK MANAGEMENT (continued)
(@ THERGE) (a)  Market risk (continued)
V)  EEEEE(E (v)  Liquidity risk (continued)

1-2F 255
DIME Between Between SENE
Less than 1and 2and Over
1 year 2years 5years 5 years
ABBTE  AREFE  AREFT  ARETR
RMB’000 RMB’000 RMB’000 RMB’000

N Company

W=B-—FtZA=1-A At31 December 2011

&8 Borrowings 1,356,653 1,545,436
B LA Trade and other payables 316,265 316,265

it Total 1,672,918 1,861,701




PA ISR R MY EE

Notes to the Financial Statements

4

186

R EEREE)
(a) TERRE)

(b)

V)  rREBEZEEE)
FHBRIR—FNEH
BENMABBHERERIMHG
SHERARREREAR
BEMRAE  -EEMSH
TRBEAABEDNRE
AEERELER T AR
REHBRTHHNEER
KEHBR e RERRRE M E

H o
ZAr

EXERERE
AEEEREANBEMNBRER
SEBBAFERETARBRE
RO HRA R B EAM A S0 E
wRAE - LAERREENE
BARDE SR

RBEFXIABRELRGER  ~5E
AAZERKREZNRENSE -
BIITROIEEEENRDE
18 o

HENHEMAR K AEBEIR
BEAABLEERER - BEX
BELERTVEAEFERNUNER
RETE ARFEDNRERR
B(BEIRBEIFERDEE] - 0
RABERBRTHAN)BRE R
ReEFEBWAE - EXBER
(= (A HEERBERMT)
MBEFENE -

4

FINANCIAL RISK MANAGEMENT (continued)

(a)

(b)

Market risk (continued)

v) Liquidity risk (continued)
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.

Capital risk management

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

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

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing
ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total
borrowings (including ‘current and non-current
borrowings’ as shown in the consolidated balance
sheet) less cash and cash equivalents. Total
capital is calculated as ‘equity’ as shown in the
consolidated balance sheet plus net debt.
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4 BRREKREE®) 4 FINANCIAL RISK MANAGEMENT (continued)
(b) EBXREREEE) (b)  Capital risk management (continued)
N—E——FF - E—FTF+— The gearing ratios at 31 December 2011 and
B=+—HB4KaG‘BHIRINT 2010 are as follows:

—g——-% —T-T%F
2011 2010
ARMTFT — AREFT
RMB’000 RMB’000

BERE (M 726) Total borrowings (Note 26) 9,065,995 8,021,658
W ESRBLEEEY Less: cash and cash equivalents
(H1at23) (Note 23) (1,040,078)  (1,728,245)

BEFE Net debt 8,025,917 6,293,413
B Total equity 5,615,965 4,948,449

13,641,882
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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.

(b) 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.
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5 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(c)

(d)

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 2011.

De facto control in certain subsidiaries

The Group’s equity interests held in two
subsidiaries, Tianma Microelectronics Co. Ltd. (the
“Tianma”) and Shenzhen Fiyta Holdings Limited
(the “Fiyta”), were 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 considered
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.
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REETHEERBRE)

(e)
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REMFEHEGE
AEENETREMREMELR
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E TR - BERERNERA
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5 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(e)

(f)

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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SEGMENT INFORMATION

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

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

o Liquid crystal displays — manufacture and sales of
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

o Hotel — operating hotels and provide related
services
° Mining 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 2011 is as follows:
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6 2aEMERE 6  SEGMENT INFORMATION (continued)
REEBHNDEERHTOT : An analysis of the Group’s segment information is as
follows:
HHEE i HeERE OHERR EREERE FAMARER
Clocks and watches ~ Clocks and watches  Liquid crystal Printed Cable television RENERE il REER Unallocated 83
Manufacturing Retailing displays circuit boards equipment Investment properties Hotel Mining resources corporate items Total

T§--F TR 1g--f CR-RF g--f CR-RF C@-f CR-0F R--F CR-RF C9--F CR-0F C9--F C1-9F C9--F CR-TF C9--F CR-9F Cp-£ CRIE

a0 A W0 W DO B D0 2 20 2 A0 A 20 A A0 A A0 A A0
ABRTR NRETE ABRTR ARETL ARRTZ ARRTT ARETD ARETL ARBTL ARETL ARETL ARETT ARBTE ARETT ARETE ARETE ARETL ARETT ARMTE ARETE
RMBOX RUBON) RMBOOD AUBDDD AMBOOO RUBDOD AMBOOO AUBON AMBOOO RUBOD AWBOO RMBOO RWBOO RUBOD RMBOO RVBO RMBOO AVBUO RMBOW  AMBON

A Retente WG9 20TT0 015 140838 AS8TR. SNT 2056749 1578891 0081 4745 1640 16042 96795 - 1096776 189529 - - 10435966 6964551
2 | Resiifs

A2E Seqent resls 6104 36026 10743 T8 56034 135 S84 150809 2780 100 G B AT (6 1419 (8065 (41409 LI 676 %9790
EebAHE)  Oernoomeoled) 4982 485 13799 100 MB505 166668 10692 3102 L R /i R AL 2 (118 MM 2451 (8 T8 5% 2207

EER)/ K5 Otherfosses) i - net

(His1) e 31) - - - - - U - - - - - - - - .M - ) T
REREHERS  Farvabeganon
FEnz invesiment properes

(i) Note 12) - - - - B
$e2arl/(8)  Operaing offoss) T B M2 TG AM4EN G067 188766
BENASE  Financecost,

= - - 01T T4406 - = = - - 01T 7446
186911 2798 1914 TS 16363 @A701) (144 5546 31305 (43064 (43048 852883 TITN0

(its) et ote 34 (1410) (108 (0939 @242 (15720) (16472 (6087 (163 @59 @O0 (421 (2318 (69481 [O779 (5034 A1 (68428) (6B (408n4y (28340)
BEBEDZ  Shareof proftof
L) assocites (Note 15) - - - - (1559 (182 - - - - - - - - - - 116399 63050 100810 6128

Fih(FR)/  ncome ax charge) et
YK Motedy

(6:208) 21074 B674) (12069 (25578 - - By

65,468 22244 140516 (15,099) 486317

1,816,876 1,100921 645,530 17,870,200

- 4270 916944

1815876 2,595,924 1,100,921 1,388,250 18,796,163

367,654 1,683,046 82913 1,650,967 13,180,168

68,241 615,874 138813 2 1,604,396

14404

4181

16,070
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DEER (&) 6 SEGMENT INFORMATION (continued)
WEDHHNEEHEBEELNRLT ¢ Reportable segments’ assets are reconciled to total
assets as follows:

—E——F —E-TF
2011 2010
ARMFT AREFT
RMB’000 RMB’000

DEVEE Segment assets 17,809,135 16,415,974
KA : Unallocated:
REENR ZIE Investments in associates 916,944 794,349
At ESREE Available-for-sale financial assets 35,158 27,579
Be MBS HEY Cash and cash equivalents 26,579 20,203
ME - BEKEE Property, plant and equipment 8,337 9,308

EEABREEE Total assets per balance sheet 18,796,153 17,267,413

—E——%

2011
ARMF T
RMB’000

11,549,923

1,314,000
316,265

13,180,188
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DERER (&)
AEESERTIEMNPE - HRKBP
B A R B At B 2R J% 3t [ B SN B 25 5 B
FERAFIRINT

WA Revenue
AR A Mainland China

BB Hong Kong
BR3E Europe and America

RERREE

East and Southeast Asia

FEREE KA

Total revenue per income statement

S
2011
AREFT
RMB’000

7,280,560
1,003,649
1,084,954
1,066,803

10,435,966

17,572,461
252,183

54,565

17,879,209
916,944

18,796,153

SEGMENT 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-ZF
2010

AREFT
RMB’000

4,653,966
880,287
660,038
770,260

6,964,551
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DEBER (&) 6 SEGMENT INFORMATION (continued)

=% ZT-TF
2011 2010

ARBTFT ARETT
RMB’000 RMB’000

EARMT H Capital expenditure
A B A3t Mainland China 1,580,703 2,346,076
't Hong Kong 1,263 7,763

BRE Europe and America 22,430 35

1,604,396 2,353,874

BARNMES HIR & EFE#EITH A Capital expenditure is allocated based on where the
assets are located.

10,199,488
140,554
95,924

10,435,966
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b 5 A RE 7 LAND USE RIGHTS
rEE
Group
—E-—-F5 —"Z-ZF
2011 2010
AR¥TFor ARETT
RMB’000 RMB’000
R—A—BZIREFE Net book value at 1 January 719,271 700,246
NE Additions 20,372 25,635
W BB R B A 7] Acquisition of subsidiary - 34,591
s Amortisation (17,549) (21,447)
RSB EE Transfer to investment properties
(H1:£12(e) (Note 12(e)) (39,830) =
HEMRBAE Disposal of subsidiaries - (19,754)
R+ZA=+—RHZIREFE Net book value at 31 December 682,264 719,271
BHEERE : Representing by nature:
KEMEHE Investment properties 28,776 13,208
H Other properties 653,488 706,063
682,264 719,271

THRERREMEEREIRS BIGE AR
45 AR B14,404,000 L (—E—F
& . AR#8,248,0007T) (M3£32) & A
R#3,145000t( = —ZFF : AR
13,199,0007T ) °

AEB 2z TiEREAMRPBEEA -
W T AR 8 & 3 E IR B F30E50
FEMAY - ZPREBE R 2 B -

R-ZE—F+_-_A=+—H8 " &FF
TEERAESERAFEAREARK
535,249,000 (=T — T F : AR¥
470,140,000 ) & == b 55 FA A /EHE 4 ©
EHEBEREEZFBHAK 26 -

Amortisation charges of RMB14,404,000 (2010:
RMB8,248,000) (Note 32) and RMB3,145,000 (2010:
RMB13,199,000) were included in the administrative
expenses and capitalised 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 2011, certain bank borrowings
were secured by the land use rights of the Group
with net book value totalling RMB535,249,000 (2010:
RMB470,140,000). Details of the secured borrowings are
in Note 26.
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8 PRIERE 8 MINING RIGHTS

AEE

Group
—2-—-5 C—T-ITF
2011 2010
AREFT AEREFT
RMB’000 RMB’000
R—A—BZEmFE Net book value at 1 January 534,029 541,153
INE Additions 10 14,945
U BE BT /B X R Acquisition of subsidiary - 65,256
HEHRB AR Disposal of subsidiaries - (75,529)
55 Amortisation (14,133) (11,796)
R+=ZA=1+—HZEEFE Netbook value at 31 December 519,906 534,029

AEHFBRZEERARITHREAS B
A SE S 25 A R#13,569,0007T
—ET—TF : AR¥10,027,0007T )
M AR®564,000 ( ZE—ZF : AR
#1,769,0007T ) (FIzE32) °

R-B——&+-A=+—H  ££H
PRABHE R DA 4B R

Amortisation charges of RMB13,569,000 (2010:
RMB10,027,000) and RMB564,000 (2010:
RMB1,769,000) (Note 32) were included in the cost of
goods sold and administrative expenses respectively in
the consolidated income statement for the year.

As of 31 December 2011, the mining rights of the Group
mainly comprise the following:

REFEASARE219,212,000
T(ZE—ZF: AR
219,776,0007T ) 2 BilE 2 ERIEHE
W REEL2.4553 F F AR » fiI
RABEEREERATRIE -

¥R M F B A R % 233,897,000
T(ZZFE —ZTF: ARK
247,466,000 ) 2 S 2 FR1E 1%
W REEL)284,526 F AR » fi
RPESER SRR -

iR OF B A A R 66,797,000
T(ZZT—ZTF: AR¥
66,787,0007T ) Z WilE 2 FRIE#E
HREEH6.8FEHAE » AL
FEEREAERMRRE -

The mining rights of the phosphorus mine of
a net book value of RMB219,212,000 (2010:
RMB219,776,000) has a site area of approximately
2.4553 sq. Km. It is located in Dongchuan District,
Kunming Prefecture of Yunnan Province, the PRC.

The mining rights of a potassium mine of a
net book value of RMB233,897,000 (2010:
RMB247,466,000) has a site area of approximately
284,526 sg. 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 RMB66,797,000 (2010:
RMB66,787,000) has a site area of approximately
6.85 sq. Km. It is located in Dongchuan District,
Kunming Prefecture of Yunnan Province, the PRC.
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(GRS 9 GOODWILL

KEE
Group
AREFr
RMB’000

BE-Z-ZHE+-"A=1+—HIEE Year ended 31 December 2010
FY R AFRREFE Opening and closing net book amount 5,240

BE-_Z——+-HA=1+—HIFE Year ended 31 December 2011
FH) R FLIREFE Opening and closing net book amount 5,240

BELTHAR _ZEZT/\FUEFTETME
RERRB(FETMER]) EHH -
BETMERZAIKE S EREREE
mER - RERAEEEMSEERERD
F2HBRRUBRZ RS RIEA -

EEEBEREAESRULEHTERRE
ZTBEAM BT AT 2B AE - B2
INREFIGIE R R17%( T —F4 : 15%)
EERREMSF 2B —B - IEABZ
BEIREA%(ZZF—ZF : 12%) BT A]
BRIRER Wk S ST MERATEEX
EHABZERRERE - &RENRE - &
DRRIEZREEAHKBEPM=REL
ZEEHRRERE

BB AL BB B A A

% & BRSO R B L D B S B AR D
HEBEBREFERIBSHERENE ERL
FIEERAN o

10

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 17% (2010: 15%), which is consistent with the
forecasts included in the industry reports. The discount
rate of 13% (2010:12%) 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.

CAPITALISED DEVELOPMENT COSTS

The amount represented capitalised development costs
of Shennan Circuit in respect of the printed circuit board
technology which met the capitalised requirement of IAS
38.
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11 Y% BERKE 11  PROPERTY, PLANT AND EQUIPMENT
rEE Group
“2--f
2011
HERRE
Machinery RE REBEN
BT and Motor Mining ke
Buildings equipment vehicles structures Total

ABRTE  ARETZ  ARMTZ  AREFT  ARETZ
RMB*000 RMB’000 RMB’000 RMB*000 RMB’000

Hz-3-—-% Year ended 31 December 2011
TZA=1-HLEE
A Cost
£ At beginning of year 2,798,827 5,441,217 73,722 199,845 8,513,611
ERIREAW#13) Transfer from construction-in-

progress (Note 13) 650,115 120,885 - 49,245 820,245

32,434 - - 32,434
92,232 454,886 16,801 564,025

(157,364) - - (157,364)
(6,566) (6,102) (538) (13,206)
(37,411) (208,601) (8,752) (254,764)

3,372,267 5,802,285 81,328 249,106 9,504,981

366,286 1,399,248 1,815,700
171,615 677,980 877,982

(15,443) - (15,443)
(3,608) (5,214) (9,076)
(36,241) (194,272) (236,952)

482,609 1,877,142 2,432,211

2,889,658 3,924,543 221,260 7,072,770

2,432,541 4,041,969 189,460 6,697,911
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11 Y% BEERXE®) 11 PROPERTY, PLANT AND EQUIPMENT
(continued)
REE(E Group (continued)

BERRE
Machinery REEEN
BT and Mining o
Buidings equipment vehicles structures Total
ANEETE  ARETT ARETr ARETr ARETR
RMB'000 RMB'000 RMB’000 RMB’000 RMB’000

HE-B-BE£ Year ended 31 December 2010
TZA=t-HLEE
A Cost
) At beginning of year 2,360,468 3,845,643 134,573 6,406,501
FRIREA Transfer from construction-in-
progress (Note 13) 641,394 1,363,771 9,432 2,017,358
Acauisition of subsidia - 8,541 - 8,735
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11 ¥ BEERXE®) 11 PROPERTY, PLANT AND EQUIPMENT
(continued)
RAF Company
—E--F
2011
BBRRRE
Machinery HE
BF and Motor st
Buildings equipment vehicles Total

ARKTT  AREFrT  ARETT  ARKETZT
RMB’000 RMB’000 RMB’000 RMB’000

HE-E——-F Year ended 31 December 2011
+ZA=+-HLEEE
B Cost

F4) At beginning of year 19,000 1,646 4,107 24,753
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11 ¥ BERZEE) 11 PROPERTY, PLANT AND EQUIPMENT

(continued)
KAT(4E) Company (continued)

—Z-ZF
2010
BERR
Machinery R
B and Motor &5t
Buildings equipment vehicles Total

ABETIL  ARBTET  ARETT  ARETTL
RMB’000 RMB’000 RMB000 RMB000

BZ_Z2-ZF Year ended 31 December 2010
TZRA=t-HLEE
(D% Cost
) At beginning of year 21,925 27,666
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W% BERREE)

TEBEUTOBERER KD AER
B -

11

PROPERTY, PLANT AND EQUIPMENT
(continued)

Depreciation charge was capitalised or expensed in the
following categories:

—E——F —E-ZF

2011 2010

ARETFTT AREFT

RMB’000 RMB’000

HE KA Cost of goods sold 694,386 427,696
THEHR Administrative expenses 128,051 71,244
HEER Distribution costs 52,625 19,315
EEITFE Construction in progress 2,920 547
877,982 518,802

AEBZAABRTHURTEER -

R-ZE——F+_-_A=+—H TR
TEEBRLEEBEREEEFENARE
644,081,000 t(ZZ—ZTF : AR
678,245,0007T) MIEF & M2 - B
5RO R AR T F (B 49 A R % 635,205,000
T(ZZE—ZFF : AR¥578,196,000
TT)RNEFULRREEZERERMFENAR
#3217,000 L (ZE—FF : AR
3,471,0007T ) MIEFIEE R - HEE K
HEE 2 IBE R 5E26 ©

HE-_Z—F+-_A=+—08 k@A
FE A AR1,141,582,000 7¢ (2010
& AR#980,339,0007T) VB FHIE
EBENCEE P o

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

As at 31 December 2011, certain bank borrowings
were secured by the buildings, equipment and
machinery of Shanghai Tianma at the net book
value of approximately RMB644,031,000 (2010:
RMB678,245,000), the buildings of GIB Company at the
net book value of approximately RMB635,205,000 (2010:
RMB578,196,000) and the buildings of Fiyta at the net
book value of approximately RMB3,217,000 (2010:
RMB3,471,000). Details of the secured borrowings are in
Note 26.

As at 31 December 2011, title certificates of buildings
with a net book value of RMB1,141,582,000 (2010:
RMB980,339,000) were still in the progress of being
obtained.
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12 REMHEME 12 INVESTMENT PROPERTIES
AEE
Group
—E——F —E-FF
2011 2010
AREFT AR TT
RMB’000 RMB’000
DNREE At fair value
— H— B4 Opening balance at 1 January 1,129,129 1,022,221
ME - BERERER Transfer from property, plant and equipment
T AR A and land use rights 320,087 27,584
R Additions - 4,918
R EEEEF W Net gain from fair value adjustment 9,617 74,406
WS R NERE Transfer to property, plant and equipment
(H1a£11) (Note 11) (32,434) _
TZA=T—HHER&AH Closing balance at 31 December 1,426,399 1,129,129
(a) KEMEHEZERBZREIR (a) Amounts recognised in profit and loss for
AR investment properties are as follows:
—E——F —E-TF
2011 2010
AR¥TFIT AREFT
RMB’000 RMB’000
HEKA Rental income 136,525 126,042
EEEERAZHAYE Direct operating expenses from property
ZEEEBEER that generated rental income (45,961) (41,222)
TEAMESEWAZ LFYZE Direct operating expenses from property
ZEEEBEER that did not generate rental income (26,930) (36,879)
63,634 47,941
(b) HEER (b)  Valuation basis
—E——FEH T E R R R The 2011 revaluations were based on independent
S BEHABER DT IS ST assessments made by China United Assets
e TEERENALBEEZ Appraisal Co., Ltd. The valuations represented the
YRR AES T Y A EEA TR fair value amounts for which the properties could
5 HRNFE—HZ - Hﬂmﬁl«/(x be exchanged between willing parties in an arm’s
TN S N E Y 2 E B 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.

i B RIER °
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12 REMEMES)

(c)

(d)

REMEHERPEE
RZE——F+=ZH=+—8 "
ETHRTEERLAEENE AR
AERBEBEREEZEXER QA
(TERBEEDARBEHARYE
826,880,000 T(=ZF—F4F : A
R #626,759,0007T) i E 1t &
WEFEERT BHECEREEZ
B E A MIFE26 -

HEWHE
REGEHEABRMKEHE
HAEFHABEA - AEAS A
e o

ERARERBRETHERBIRE
HEMEZ MR BHEEHEET
AR KB WA E SRR T

12

INVESTMENT PROPERTIES (continued)

(c)

(d)

Investment properties pledged as security

As at 31 December 2011, certain bank
borrowings were secured by the investment
properties of the Guangdong International Building
Industrial Co., Ltd. (“GIB Company”) at the fair
value of approximately RMB826,880,000 (2010:
RMB626,759,000). GIB Company is a subsidiary
of the Group. Details of the secured borrowings
are in Note 26.

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:

—2-—-5 Z—T-TF

2011 2010

AREFT AREFT

RMB’000 RMB’000

—E AR Not later than one year 62,938 67,659
—FUERFUR Later than one year and not later than

five years 30,316 58,175

93,254 125,834

FEWRFHER 2RE Present value of the lease receivables 85,958 111,833

BE WA Financial income 7,296 14,001

93,254 125,834

AEENREMFHESD MR F
BHEA -

The investment properties of the Group are

situated in the PRC.
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12 REMEHME®) 12 INVESTMENT PROPERTIES (continued)

(e) —E——F FEEFEAEARKE (e) In 2011, owner-occupied property of buildings
141,921,000 0 ( Z & — T 4F and land use rights with net book values of
AR #10,181,00070 ) kA R #& RMB141,921,000 (2010: RMB10,181,000) and
39,830,000 C(—FE—FF : &F) RMB39,830,000 (2010: Nil), respectively, were
WEEERNEFTR T HF B ER transferred to investment properties. As at the
BAREEEME BEEZEY date of transfer, the fair value of these investment
H ZEFEENAREBEERAR properties amounted to RMB320,087,000 (2010:
#320,087,000c( ZE—FF : RMB27,584,000). The difference between the fair
AR#E27 584,0007T) ° FEHEEY value and net book value at the transfer date of
HHO AR BEEKREFEZEZRE RMB103,752,000 (2010: RMB17,403,000) was
AR #103,752,000 0 (= F—F recorded in other comprehensive income.

F : AR¥17,403,0007T ) f£ & A
RE KRR AR
13 #HEEIRE 13 CONSTRUCTION-IN-PROGRESS
AEH
Group
—E——F —E-FTF
2011 2010
AREFT AREFT
RMB’000 RMB’000
F1) At beginning of year 893,546 1,005,292
L E R EINE LT UN Transfer from property, plant and equipment
(KtaE11) (Note 11) - 229,904

g )N Acquisition from subsidiary - 68,382

RE (Hit@E) Additions (Note (a)) 887,948 1,640,996

HEEBRTYE  RE MRS Transfer to property, plant and equipment

(Hiez11) (Note 11) (820,245)  (2,017,358)

HEWERE Disposal of subsidiaries - (32,414)

HE Disposals (16,560) (1,256)

FR At end of year 944,689 893,546

@ ABFZRERERE EEX (@) Included in the additions are mainly costs
BEREFT TR LR - incurred for the construction of production plants,

modernisation and renovation projects.

b) RZZT——F FAEELEN (b)  Bank loan interest capitalised in the construction
BARLEBRITERMNEBARK in progress in 2011 amounted to RMB804,000
804,000 (= —FF : ARK (2010: RMB62,724,000) and the capitalised
62,724,0007T) * BRI E R interest rate was 4.65% (2010: 4.13%).
4.65%(ZF—F4F : 413%) °
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14 REBLATEZRE 14 INVESTMENTS IN SUBSIDIARIES
PN
Company
—E——F —E-FTF
2011 2010
AR¥FT AREFT
RMB’000 RMB’000
"E BN Investments at cost:

— _Em R, — shares in listed companies 432,838 432,838
—JE EmARD — unlisted equity interests 1,254,173 1,212,223
—RE — impairment - (11,050)
1,687,011 1,634,011

RZE——F+=ZH=1T—H: ' £EWA
A 2 B4 A AR 3,154,498,000
T(ZE—FF : AR¥5,978,508,000
JC) °

R-B——F+_A=+—H " XRQF
KT EEME AR P HEEREER (R
NREEERRZENBA R (GR T BIE
M/ R ) EAREEF Rk A S
BEERABETHEERLA)

As at 31 December 2011, the market value of shares
in listed companies approximated RMB3,154,498,000
(2010: RMB5,978,508,000).

As at 31 December 2011, 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 of
the assets or liabilities of the Group (all incorporated/
established and operated in the PRC):

i/ F A
Date of
KEAREH incorporation/ it REER EMER SEER FTEER
Name of subsidiary establishment Attributable equity interest Registered capital ~ Type of legal entity Principal activities
—E--F %%
2011 2010
B BB @ EE il
Direct Indirect = Direct Indirect
AEUETRAERAR —AN=F 45.62% 45.62% - AR¥o74237600T BOBERAF(RYBRFN HERHERRERE
([R5 k@) +-ANR RMB574,237,500 LHAF) Manufacture and sales of
Tianma Microelectronics 8 November 1983 Joint stock company (listed liquid crystal displays
Co., Ltd. (“Tianma”) on the Shenzhen Stock
Note(a) Exchange)
MImAEERERAR —A/\BFLA=R  93% 88.35% - AR¥139,800,000r AREFAR ERSHEERIBHRIR
(TREER M5 3 July 1984 RMB139,800,000 Limited liability company ~ Manufacture and sales of
Shenzhen Shennan Circuit printed circuit boards
Co., Ltd. (“Shennan
Circuit”) Note 25
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RMBRBR2RE (&

H/HiLEH

Date of
WELABE incorporation/
Name of subsidiary establishment

AITREE(RERD —NWNEE
ARAA(REE]) =A=tH
i) 30 March 1990

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

14

R R

INVESTMENTS IN SUBSIDIARIES (continued)

HREX LEER

Attributable equity interest Registered capital ~ Type of legal entity
%%
2010

M  ER

Direct Indirect  Direct

41.49% - 4.49%

100% -

75% -

21% 30%

- 100%

Rk

Indirect

- ARM2805484790  RABRAR (R
RMB280,548,479 BRHLETAT)
Joint stock company
(listed on the Shenzhen
Stock Exchange)

TEEH
Principal activities

HERHEER
Manufacture and sales of
watches and clocks
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RMBATRZRE(# 14 INVESTMENTS IN SUBSIDIARIES (continued)

H/ R AH
Date of
WEARER incorporation/ ity 35 ZER DEER TEER
Name of subsidiary establishment Attributable equity interest Registered capital ~ Type of legal entity Principal activities
“T-%F
2010
B BEE BE

Direct Indirect  Direc