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PRINCIPAL ACTIVITIES

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
referred to as the “Group”) are principally
engaged in the manufacture and sale of
watches and clocks, liquid crystal displays,
printed circuit boards, cable television
equipment and other high-tech electronic
products in the PRC.

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

BASIS OF PREPARATION

These consolidated financial statements have
been prepared in accordance with International
Financial Reporting Standards (“IFRS”) under
the historical cost convention as modified by
the revaluation of property, plant and
equipment, non-current investments and
trading investments. The accounting policies
and bases adopted in the preparation of these
financial statements differ from those used in
the statutory accounts of the Group which are
prepared in accordance with generally
accepted accounting principles and relevant
financial regulations in the PRC (“PRC GAAP”).
The differences arising from the restatement
of the results of operations for compliance with
IFRS, if any, are adjusted in these financial
statements but will not be taken up in the
accounting books of the Group.
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BASIS OF PREPARATION (continued)

The preparation of financial statements in
conformity with IFRS requires the use of
estimates and assumptions that affect the
reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities
at the date of the financial statements and the
reported amounts of revenues and expenses
during the reporting period. Although these
estimates are based on management’s best
knowledge of current event and actions, actual
results ultimately may differ from those
estimates.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in
the preparation of these consolidated financial
statements are set out below:

(a) Basis of consolidation

The consolidated financial statements
include the financial statements of the
Company and its subsidiaries. All
significant intra-group balances,
transactions and unrealised gains and
losses on transactions between group
companies have been eliminated on
consolidation; unrealised losses are also
eliminated unless cost cannot be
recovered. Where necessary, accounting
policies for subsidiaries have been
changed to ensure consistency with the
policies adopted by the Group. Minority
interests represent the proportion of the
results and net assets of subsidiaries not
attributable to the Group and the equity
and net income attributable to minority
shareholders’ interests are shown
separately in the consolidated balance
sheet and consolidated profit and loss
account.
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3.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(b)

Subsidiaries and associates

(0)

(i)

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. 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.

In the financial statements of the
Company, investments in
subsidiaries are accounted for
using the equity method. Equity
accounting involves recognising in
the profit and loss account the
Company’s share of subsidiaries
profits or losses for the year.

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 by
the equity method of accounting
and are initially recognised at cost.
The Group’s investment in
associates includes goodwill (net
of any accumulated impairment
loss) identified on acquisition.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

Subsidiaries and associates
(continued)

Associates (continued)

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

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

(b)

(c)

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2004

Subsidiaries and associates

(continued)

(i) Associates (continued)
In the financial statements of the
Company, investments in
associates are accounted for
using the equity method. Equity
accounting involves recognising in
the profit and loss account the
Company’s share of associates

profits or losses for the year.

Property, plant and equipment
Property, plant and equipment are stated
at cost or valuation less accumulated
depreciation and accumulated
impairment losses. The cost of an asset
comprises its purchase price and any
directly attributable costs of bringing the
asset to its working condition and
location for its intended use. Expenditure
incurred after the property, plant and
equipment have been put into operation,
such as repairs and maintenance and
overhaul costs, is normally charged to
the profit and loss account in the period
in which it is incurred. In situations where
it can be clearly demonstrated that the
expenditure has resulted in an increase
in the future economic benefits expected
to be obtained from the use of the
property, plant and equipment, the
expenditure is capitalised as an
additional cost of the assets.
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Property, plant and equipment
(continued)

Independent valuations are performed
periodically. In the intervening period, the
directors review the carrying value of the
property, plant and equipment and
adjustment is made where in the
directors’ opinion there has been a
material change in value. Increases in
valuation are credited to revaluation
reserve. Decreases in valuation are first
offset against increases on earlier
valuations in respect of the same
property, plant and equipment and are
thereafter debited to operating profit.
Any subsequent increases are credited
to operating profit up to the amount
previously debited.

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 20 to 35 years

Equipment and 5 to 10 years
machinery

Motor vehicles 5 to 6 years

Where the carrying amount of an asset
is greater than its estimated recoverable
amount, it is written down immediately
to its recoverable amount.

Gains and losses on disposals are
determined by comparing proceeds with
carrying amount and are included in
operating profit. On disposal of revalued
assets, the revaluation amounts are
transferred to retained earnings.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(d)

Investment properties

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

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

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

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

Impairment of long lived assets
Property, plant and equipment and other
non-current assets are reviewed for
impairment losses 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
carrying amount of the asset exceeds
its recoverable amount which is the
higher of an asset’s net selling price and
value in use. For the purpose of
assessing impairment, assets are
grouped at the lowest levels for which
there are separately identifiable cash
flows.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(h)

Investments

The Group classifies its investments into
the following categories: held-to-
maturity, available-for-sale and trading.

Investments with fixed maturity that the
management has the intent and ability
to hold to maturity are classified as held-
to-maturity and are included in non-
current assets. During the year the
Group did not hold any investment in
this category.

Investments intended to be held for an
indefinite period of time, which may be
sold in response to needs for liquidity
or changes in interest rates, are
categorised as available-for-sale and are
classified as non-current investments;
these are included in non-current assets
unless management has the express
intention of holding the investment for
less than twelve months from the
balance sheet date or unless they will
need to be sold to raise operating
capital, in which case they are included
in current assets. Management
determines the appropriate classification
of its investments at the time of the
purchase and re-evaluates such
designation on a regular basis.

Investments that are acquired principally
for the purpose of generating a profit
from short-term fluctuations in price are
classified as trading investments and
included in current assets.

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2004 E
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All purchases and sales of investments
are recognised on the trade date, which
is the date that the Group commits to
purchase or sell the asset. Cost of
purchase includes transaction costs.
Trading and non-current investments are
subsequently carried at fair value.

Non-current investments, where an
active market exists, are measured at
their fair values. Those that do not have
a quoted market price in an active
market and whose fair value cannot be
reliably measured are measured at
amortised cost using the effective
interest rate method if they have a fixed
maturity, or are measured at cost if they
do not have a fixed maturity. Impairment
of the investments is assessed at each
balance sheet date. Unrealised gains and
losses arising from changes in the fair
value of non-current investments are
recognised in equity. Where non-current
investments are sold or impaired, the
accumulated fair value adjustments are
included in the profit and loss account
as gains and losses from investments.

Realised and unrealised gains and losses
arising from changes in the fair value of
trading investments are included in the
profit and loss account in the period in
which they arise.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

U

1)

Inventories

Inventories are stated at the lower of
cost and net realisable value. Cost is
calculated on the weighted average
method. The costs of work-in-progress
and finished goods comprise direct
materials, direct labor and an attributable
portion of production overheads. Net
realisable value is the estimated selling
price in the ordinary course of business,
less the costs of completion and selling
expenses. Provision is made for obsolete
or slow moving inventories when
appropriate.

Trade receivables

Trade receivables are carried at original
invoiced amount less provision made for
impairment of these receivables. A
provision for impairment of trade
receivables is established when there is
objective evidence that the Group will
not be able to collect all amounts due
according to the original terms of
receivables. The amount of the provision
is the difference between the carrying
amount and the recoverable amount
being the present value of expected cash
flow, discounted at the effective interest
rate. Bad debts are written off when
identified.
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The Group companies maintain their
books and records in Renminbi (“RMB”).
Transactions denominated in currencies
other than RMB are translated into RMB
at the applicable rates of exchange,
stipulated by the People’s Bank of China
(“PBOC”), prevailing at the dates of the
transactions. Monetary assets and
liabilities denominated in other currencies
are translated into RMB at the applicable
exchange rates prevailing at the balance
sheet dates. Gains and losses resulting
from such transactions and from the
translation of monetary assets and
liabilities denominated in currencies other
than RMB are recognised in the
consolidated profit and loss account.
Exchange differences that are
attributable to the translation of
borrowings denominated in other
currencies for the purpose of financing
the construction or purchase of property,
plant and equipment for the period prior
to their being in a condition to enter into
service, are included in the costs of the
related construction-in-progress and
property, plant and equipment to the
extent these are regarded as an
adjustment to interest costs.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

U

Taxation

The Group companies provide for
taxation on the basis of their statutory
profits for financial reporting purposes,
adjusted for income and expense items
which are not assessable or deductible
for income tax purposes after
considering all available tax benefits.
Taxation of the Group is based on the
relevant tax laws and regulations
applicable to enterprises established in
the PRC.

Deferred taxation is provided in full, using
the liability method, on temporary
differences arising between the tax
bases of assets and liabilities and their
carrying amounts in the financial
statements. The tax base of an asset or
liability is the amount attributed to that
asset or liability for tax purpose. Deferred
tax assets are recognised to the extent
that it is probable that future taxable
profits will be available against which the
deferred tax asset can be utilised.

Tax rates enacted or substantively
enacted by the balance sheet date are
used to determine deferred taxation.
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(m) EIHERBRE (m) Retirement benefit costs
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The Group participates in the retirement
insurance and medical insurance
scheme organised by Shenzhen
Municipal Social Security Administration
Bureau (“SMSSAB”). Pursuant to the
relevant provisions, the Group is required
to make monthly contributions in respect
of the above insurance scheme to
SMSSAB based on the monthly salaries
of its employees. The Group’s
contributions under the scheme are
charged to the profit and loss account
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, SMSSAB undertakes to
assume the retirement benefit obligations
of existing and future retired employees
of the Group.

Cash and cash equivalents

Cash and cash equivalents includes cash
in hand, deposits held at call with banks,
other short-term highly liquid
investments with original maturities of 3
months or less, and bank overdrafts.
Bank overdrafts are shown within
borrowings in current liabilities on the
balance sheet.
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(o)

(p)

(a)

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 only if the cost can be measured
reliably. Other development expenditures
are recognised as an expense as
incurred. Development costs previously
recognised as an expense are not
recognised as an asset in a subsequent
period. Development costs that have
been capitalised are amortised from the
commencement of the commercial
production of the product on a straight-
line basis over the period of its expected
benefit. The amortisation periods
adopted do not exceed five years.

Leases

Leases where a significant portion of the
risks and rewards of ownership retained
by the lessors are classified as operating
leases. Operating lease income and
expenses are credited and charged to
the profit and loss account on a straight-
line basis over the period of the lease
respectively.

Revenue recognition

(i) Sales of goods
Sales of goods are recognised on
the transfer of risks and rewards
of ownership, which generally
concides with the time when the
goods are delivered to customers
and the title has been passed.
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3. FESBE (&) 3. PRINCIPAL ACCOUNTING POLICIES
(continued)

WA RER (&)

(i) FLEHKA
MEWARBREE
ZHERARE AERF
RIS ELL I R E%E

(i) A%,

[ @=)

IR T AR R IR 2 BN
AR R PREA AR & 5T HIHE
1A 7N 5= (B ) B 755 S 3k o R AR
RAE-

H Eh
H TA

18 KA EL W B 9 3008 - HBR
P 3% £ B0 R 5 B AN TE SR AN 4R
AR o ¥ 95 PR AN HE R LA 12 - Al
PAE 2 m R 77 A MR 2 R
PR AR FI) B - Y B 5R0R (F0RR 32
SR AR) EIE D EE
MEZERBERBAABRER
FER -

B & B
KERBANERZEY
BAREREZR TR kAL
%) 75 18 178 A8 B8 P 00 iR 1 B
s BERER-

B8 B¢ 7 1R R ) BT B B A 1
3BT - 30 Tl (B AR B AR
Pt s R AR EE R A
FER -

A B EERMD AR

Revenue recognition (continued)

(ii) Interest income
Interest income from bank
deposits is recognised on a time
proportion basis, taking into
account the principal amounts
outstanding and the interest rates
applicable.

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

Dividends

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

Borrowings

Borrowings are recognised initially at the
proceeds received, net of transaction
costs incurred. Borrowings are
subsequently stated at amortised cost
using the effective yield methods; any
difference between proceeds (net of
transaction costs) and the redemption
value is recognised in the profit and loss
account over the period of the
borrowings.

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 profit and
loss account over the period necessary
to match them with the costs they are
intended to compensate.
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3.

FEERBE (8)

U]

(u)

(v)

BF&B (%)
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3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

(t)

(u)

(v)

Government grants (continued)

Government grants relating to the
purchase of property, plant and
equipment are included in non-current
liabilities as other liabilities and are
credited to the profit and loss account
on a straight-line basis over the
expected lives of the related assets.

Segment reporting

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

Financial assets and liabilities
Financial assets and financial liabilities
carried on the balance sheet include
cash and cash equivalent, investments,
designated deposits, trade receivables,
balances with related companies,
prepayments and other receivables,
trade payables, accruals and other
payables, and borrowings. Investments
and trade receivables are stated at
carrying amounts determined in
accordance with Notes 3(h) and 3(j)
respectively. Other financial assets and
financial liabilities are stated at cost.

Disclosures about financial assets and
financial liabilities of the Group are
provided in Note 34.
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4. BEERITER 4. TURNOVER AND SEGMENTAL
INFORMATION
SRR A E S W N R IE B T A Turnover represents gross sales of goods less
HEMIN 2R FBE-AEEN D value added tax and discounts. An analysis of
HERDTWOT the Group’s segmental information is as
follows:
(@) FEIBREEN —REK (a) Primary reporting format - business
£l segments
BEETEER HRERRES
ERER Liquid crystal Printed circuit
Clocks and watches displays boards
“BENE CST-F CBEME -—TT-F CEEME —TE-F
2004 2003 2004 2003 2004 2003
ARETR ARETT AR®Fr ARETT ARTR AREFRL
RMB’000  RMB’000 RMB’000  RMB'000  RMB’000  RMB’000
2EH Turnover 250,902 208,303 1,066,291 633,780 351,574 271,449
geRi/ (B8 Results
BEBIADNBEXE Segment result (9,796)  (24,336) 88,631 73875 61,044 33581
MER FERET Gain on sale of
discontinuing operation - 777 - - - -
Hfp@% (%) /A Other operating (loss)/income (9,599) 480 181 8,177 - -
Bt A Other revenues 225718 29,356 1,747 4,767 2,185 3,280
3,183 6,277 90,559 86,819 63,229 36,861
B (BR)/ KA Finance (costs)/income (98) 554 (22,309)  (18,760) (125) 724
- UNS A Share of results of
/ associates - - (2,410) - -
BB () /8% Taxation (charge)/credt (2,818) (859) 1,444 (11216)  (9,386)
LERRER Minority interests (161)  (2,083)  (27,129)  (22.823)  (2,686)
REEKEER/ (8F)  (Loss)profit attributable to
shareholders 106 3,889 40,155 34,020 51,032
HitER Other information
BEBHINAE Segment assets 654522 602,976 1,512,002 1174279 426,000
EBENRANRE Investments in associates - - 5,865 - =
BEE Total assets 654,522 602,976 1,517,867 1,174,279 426,000
aef Total liabilities 129,011 77,732 772,858 501,930 79,135
ExXi Capital expenditure 89,974 71,961 65907 102744 34,819
$RECER Non-cash expenses
-ETEEREE - Depreciation of property,
NERE plant and equipment,
and investment properties 11,664 12,000 52,182 23,284 46,891
-RELHFTE - Amortisation of leasehold
g land payments 461 461 832 518 -
-XEER - Provision for receivables (1,307) 7,910 9826  (11,977) 1,856
-REGEER - Provision for inventory
obsolescence (3,915) (425) 23,774 3,418 69
ZZEWNFFER w R B ER B ER QA
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FRERZAENEH BARTEERK EREHR AEDNER
Cable television Moulds and Catering and Unallocated @it
equipment plastic casings entertainment corporate items Total

ZPEMF -TISF CREME 314 “PEME -3 CERAF _TIF CPEAF -3Iof

2004 2003 2004 2008 2004 2003 2004 2008 2004 2003
ARBFE ARETT ARMTZ ARETT AEMTZ ARETT ARMTL ARKTT ARMTL ARETZ
RMB’000  RMB'000  RMB’000  RMB'000  RMB’000  RMB'000  RMB'000  RMB'000  RMB’000  RMB’000

55,972 27,026 32,903 35,388 - 5,063 - 1,757,642 1,181,009

(4415)  (2,933)  (2,383)  (1,087) (684)  (21,074)  (22626) 112,007 55,790

2 - 2 - - - - - = 777
1 1,045 = - - - (83617 718 (93,034) 11320
1,356 . 1,592 1,392 - = - - 29458 38795
(3,058) (988) (791) 305 - (634)  (104691)  (21,908) 48431 106,682
(650) (849) (644) 619) - (1) (1,426) (368) (25252  (19,519)

= - - - - - 9 208 (2401) 208

- - (20) ) - - 1,284 125  (9,496) (17,008
(2,286) 735 37 134 - = - - [B1,891)  (25,607)
(5,994)  (1102)  (1,084) (389) - (685) (104,824)  (20792)  (20,609) 44776
50546 35300 36,080 41,842 = - 146341 184335 2825470 2,432,750
- - 2,053 2,053 = - 26858 26849 34776 28,902
50546 35300 38,112 43,895 = - 73,199 211184 2,860,246 2,461,652
32122 19676 17,135 21463 - - 8373 13138 1,113,995 714,810
199 501 16 49 = - = 13 191,006 253,280
834 1,107 2,371 2,759 - 237 9,675 6917 123,628 91,923

- - = - - - - = 1,203 979
(106) 316 (610) 012) - = - = 9659 (3,648
12 106 (2,389) (400) = - = - 17557 2,588
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4., EXBERIBER (&) 4. TURNOVER AND SEGMENTAL
INFORMATION (continued)

(b) REDBBEFN —&ME (b) Secondary reporting format - sales
EoHNEEKRA by principal market

—EENFE _—_TT=F

2004 2003

AR®TrT ARKFIT

RMB’000 RMB’000

eRE RN Mainland China 1,173,580 870,607

i Hong Kong 187,467 81,921

FEES Europe and America 323,338 206,416

REE South-east Asia 46,483 8,355

HA Others 26,774 13,710

1,757,642 1,181,009

AEERENEENMEER The Group is principally engaged in the

FEXEBHEWT manufacturing and sales activities

. B -EEMEEK
WA R E R

Em—HEEME
EM§§£mﬁEﬂ
BEEREBEHRE

. BE-LEMHEEL
£ B A5 A0 28 6

s  ESNMREL-KER
RINR-_TT=FK
IERE

ZENEFEH A B EERNDARAF

through the following major business
segments:

° Clocks and watches -
manufacture and sale of
mechanical and quartz timepieces

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

° Moulds — manufacture and sales
of plastic moulds and plastic
products

o Catering and entertainment -

operation of restaurants which
was discontinued in 2003
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4,

EXRBERDBER ()

(b)

RESBREFLR - BT S
EIDHEERA (£)
BEBOHBZEEBERSR
HEER-DEHBEEFTEHR
EWE - BERRE RED
¥ tHHEEREBE FTE E
WHBEBMEBEREES BETE
SHENRKE-DPAE
PREEEBE TERELIH
RERESE - EAELIHES
BEWME MFE REE (M
15) &M (MizE16) -1
BIRE (17 MAE L
R TE (MIFE18) M e

RNERBI P H) & BT X 15 #D
EFRBEEA A RER
— IR R EEERERE
B 18T 8 R e A0 2] g

4,

TURNOVER AND SEGMENTAL
INFORMATION (continued)

(b)

Secondary reporting format - sales
by principal market (continued)
There were no sales or other
transactions between the business
segments. Segment assets consist
primarily of property, plant and
equipment, investment properties,
leasehold land payments, inventories,
receivables and operating cash, and
exclude investments in associates.
Segment liabilities comprise operating
liabilities and exclude minority interests.
Capital expenditure mainly comprises
additions to property, plant and
equipment (Note 15), investment
properties (Note 16), construction-in-
progress (Note 17) and leasehold land
payments (Note 18).

All assets and operations of the Group
are located in the PRC, which is
considered as one geographic location
in an economic environment with similar
risks and returns.
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5. HilkA 5. OTHER REVENUES
—EENF —EET=F
2004 2003
AR¥Frn ARKEFIT
RMB’000 RMB’000
REWMEZ Operating lease rental
T E WA income in respect of
investment properties 24,256 16,247
EBERAEE A Income from maintenance
of timepieces 671 13
BHEFRRE K= Investment income from
designated deposits 351 10,000
I A #78 Bh A Government subsidies - 9,177
Hfth Others 4,180 2,858
29,458 38,795
6. Hih&E (FHR) HER 6. OTHER OPERATING (LOSS)/INCOME

Higs (BB AN EZE8E
AEERFRABRSGMFE &
ERARBEMNE(mMBERMN K
TR 2 EEAEAR®92,993,000
T (ZZEZ=F:RERZ&NA
AR #955,0007T) °

A B EERNDARAF

“E2EENEER

Other operating (loss)/income mainly included
unrealized loss of RMB92,993,000 (2003:
unrealized gain of RMB955,000) arising from
change in fair value of trading investments held
by the Group at the year end.
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REHER 7. OPERATING PROFIT
KERFBIETSIER : The following items have been included in
arriving at operating profit:
—EENF —ET=F
2004 2003
AR®FT ARBETFIT
RMB’000 RMB’000
% E 6D B & Auditors’ remuneration 1,555 1,613
M E T IR Amortisation of leasehold
land payments 1,293 979
Hih REAE E#H Amortisation of other non-current
assets 1,032 775
nE Depreciation

-ME -BELEHE — property, plant and equipment 109,288 86,201

—REYE — investment properties 14,335 5,722
HEMHE HER (Gain)/loss on disposal of property,

RECER) BB plant and equipment (1,416) 565
HEWBRARERE Loss on disposal of a subsidiary - 403
HEREME 2R A Gain on disposal of an

investment property - 2,084
HEKIELE 25T Gain on sale of discontinuing
operation - 777
MELERESTH Operating lease rental expenses
in respect of properties 9,331 7,412
BREWME 2N Outgoings in respect of
investment properties 2,411 1,881
HERESLH Repairs and maintenance expenditure 8,374 11,704
REFEERE Provisions for inventory obsolescence 17,557 2,588
MrEAZEZH Research and development
expenditure 45,961 22,150
[ SN Staff costs
- I& - HFekie - wages, salaries and bonuses 155,092 119,626
—HeRBER - social insurance expenses
(KiaE10) (Note 10) 18,835 14,223

—B IR - staff welfare 14,275 9,042

FERBIRE ZRMMEEE  Provision for impairment losses on

non-current investments - 753
e/ (BE) REE%EM#  Provisions for/(reversal of)

impairment losses in respect of

— W IR — trade receivables 11,083 7,696

—H 1’@)7&“\145( B — other receivables (1,424) (11,344)
AR SMEE 2R E W Loss/(gain) from trading investments

—RARBIERZ — fair value loss/(gain) (Note 6)

B/ CaFl)
(Kii6) 92,993 (955)

- HEBE/ Caf) - loss/(gain) on sales 41 (572)
EREATHL Cost of inventories recognised

FERA as expenses 1,338,056 897,044
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8. EE -EEREHKTHAEZHM 8.  DIRECTORS’, SUPERVISORS’ AND

€ SENIOR EXECUTIVES’ EMOLUMENTS
(a EZESBKEEMeFBERT: (a) Details of directors’ and supervisors’

emoluments are as follows:

A
Al

—sEmE _—=zT-4%
2004 2003
ARMFTE ARETT
RMB’000 RMB’000

HITEFES Fees for executive directors = -

JEHITEEHE Fees for non-executive directors 363 313
EEwe Fees for supervisors 586 318
MITESH Other emoluments for
HE RS M€  executive directors
—EAXFE — Basic salaries and
=40 allowances 1,724 1,249
— B4 - Bonus 3,166 2,090
— RKAEF — Retirement benefits 221 412
6,060 4,382
TREEMERENTEL Directors’ fees disclosed above include
FEFN1TE = B 200,000 HK$200,000 (2003: HK$200,000) paid
T(ZEZE=ZF: 8% to independent non-executive directors.
200,0007T) °
REAFE HEEEHES None of the directors waived any
WEAAME (ZTET=4F: emoluments during the year (2003: Nil).
) o

:ggmﬁfﬁi& A B EERNDARAF
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EES-EENESRITHAEZEH 8.  DIRECTORS’, SUPERVISORS’ AND

€ (&) SENIOR EXECUTIVES’ EMOLUMENTS
(continued)

b) EZLESHKRESKE (b)  Analysis of directors’ and supervisors’
EAEEMESEE ST emoluments by number of directors,
™ supervisors and emolument range is as

follows:
—EENFE _—_TT=F
2004 2003
AE AE
Number Number
TEARK Nil to RMB1,060,000
1,060,0007T (equivalent to Hong Kong
(heariBk Dollars 1,000,000)
1,000,0007T)
—E5 — directors 13 12
—Ex — supervisors 3 3
16 15

) ZZEZEOR-ZTZ=FEAR (c)  All of the five highest paid individuals in
SEXNGBEAENESHEAS the Group for the years of 2004 and
BREARNAEE EE M 2003 are directors of the Company
CHBEELAMFEFRE whose emoluments are reflected in the
£ o analysis presented above.
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9. HUKER-ZFHE 9. FINANCE COSTS - NET
—EENE —FTZT=F
2004 2003
AR¥Fr AREFIT
RMB’000 RMB’000
BT Interest expense
—RITEK - bank loans 17,960 18,106
—HEMEK — other loans 154 414
—BIREBER — discounted bills 4,707 -
2 H A Interest income
—IRITF R - bank deposits (1,675) (3,427)
EHEX-F8E Exchange losses, net 779 2,777
EHifb Others 3,327 1,649
25,252 19,519
10. TRk E 10. SOCIAL INSURANCE SCHEMES

AEBEL2EBFIITHLESRER
REEMNEEZERRITEREBER
Bt gl -RIBEEHERTE A5EE
AARFII Mt eREBENE
ZREESREERRES H#X
BEORAEES AHH19% K% ° &K
SEDRIFEEERN14%ET7% + H
BREORIEREE RS AE-

The Group has participated in certain social
insurance schemes in respect of retirement
insurance and health insurance managed by
Shenzhen Municipal Social Security
Administration Bureau (“SMSSAB”). Pursuant
to the relevant provisions, the Group is required
to make monthly contributions in respect of
retirement insurance and health insurance to
SMSSAB, equivalent to 19% and 9%
respectively based on the monthly salaries of
its employees, of which, the Group bears 14%
and 7% respectively, and the employees bear
the rest.

RIBA Lt & REREHE] RIIT
ERRAAREXNERKETA
SERKEEUARSAKERE
XH—RHEBEREM-

Pursuant to the above social insurance
schemes, SMSSAB is responsible for pension
payments to the retired employees of the
Group and normal medical expenses of the
employees of the Group.

A B EERNDARAF

“E2EENEER
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10. HERERETE (&)

11.

REEH LR EREERAR:

10.

SOCIAL INSURANCE SCHEMES
(continued)

Social insurance expenses for the year are as
follows:

—EENFE _—_TT=F

2004 2003

AR¥FrT ARYF

RMB’000 RMB’000

BEEZRBRES Retirement insurance 14,640 9,131
BERRES Health insurance 3,569 3,129
HAtb Others 626 1,963
18,835 14,223

HE-_ZTETNOMF+_A=+—H
I RAEEHNERET,2004 (ZF
T =F:55004%) FTERENH A
2BES-

BiIE

REBEABABIE REBEREY
OB B AR A E BB D
Bl ERRER15% » MR E MM
BRI H) A A BN R R33% e
AN EBARL QAR RFTINGE
xR AMEBLEBMETUARNFEE
B2 B EERNFEE MFERL
RNBER 2 =F R+ Bl b X
FHRNER-

11.

The number of employees as at 31st
December 2004 was 7,200 (20083: 5,500). All
of them were full-time employees.

TAXATION CHARGE

Pursuant to the relevant income tax laws of
the PRC, the Group and associates established
in the Shenzhen Special Economic Zone are
subject to income tax at a rate of 15% while
those established in other areas are subject
to income tax at a rate of 33%. Further, certain
Group companies are Sino-foreign joint
ventures which are entitled to full exemption
from PRC income tax for two years and a 50%
reduction in the next three years starting from
the first profit-making year after offsetting
available tax losses carried forward from prior
years.
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11. FHIE (&)

11. TAXATION CHARGE (continued)

AEEREBEIHBERE: Taxation charge for the year are as follows:
—EENE —EE=F
2004 2003
AR¥Frr AREFIT
RMB’000 RMB’000

RNEZHBH B Current PRC enterprise

TS i income tax 14,856 16,941
EAERLIE (Mfat22) Deferred tax (Note 22) (5,361) 41
JE(REE = A Al B IR Share of tax of associates 1 26
9,496 17,008

AEBREAESHARRBEER
T B i A b 8 AR AN R
RAZEAREAFEZIREAE

The tax on the Group’s profit before taxation

al & it B differs from the theoretical amount that would

arise using the tax rates of the home country

BT of the Company and its subsidiaries as follows:
—EENE _—_TT=F
2004 2003
AR TR ARKFIT
RMB’000 RMB’000
B 3 Bl A Profit before taxation 20,778 87,391
EARBI LK BAR  Tax calculated at the tax rates
ZEEERAZBE applicable to the Company and
(15%Z33%) its subsidiaries ranging from
EZHIE 15% to 33% 3,118 14,490
AERERTIEIBA  Tax effect on unrecognised
MEZE tax losses 1,845 1,934
B AR &Mz 2 Tax effect of subsidiaries which
were entitled to exemption or
reduction of income tax (10,737) (1,445)
TEERTNZEAN Expenses not deductible for
MIERE tax purpose 15,328 2,115
TR 2 WA Income not subject to tax (58) (86)
M IE X Tax charge 9,496 17,008

:g%@ﬁfﬁi& [ LT

EXERHDAR QA
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12.

13.

14.

RERENL (BB) &F 12. (LOSS)/PROFIT ATTRIBUTABLE TO
SHAREHOLDERS
EEAR A I EmEKAREZE The loss attributable to shareholders for the
—EEMF+A=+—H81 year ended 31st December 2004 is dealt with
EﬁZHx$F{£J§5E (AR B LA in the financial statements of the Company to
LT AW B A A R E A A the extent of a loss of approximately
HZE#E) 198 AK®85,832,0007T RMB85,832,000 (2003: profit of approximately
TEE=F RFMHODARE RMB377,000) before accounting for the results
377,0007T) ° of subsidiaries and associates using the equity
method of accounting.
B’ 2 13. DIVIDENDS
—EENFE —ZTT=F
2004 2003
AR TR ARKEFIT
RMB’000 RMB’000
FRATIRARKRE Dividend declared before year end
AR S AR Final, RMBO0.03 * per share
= 10.037T* (2003: Nil)
(ZEZT=F:8\) 19,260 -
F I IE fL@ F AR B Dividend proposed after year end
NEAR B Final, RMB0.013 per share
/\Eﬁg A%0.0137T (2003: RMB0.03 per share)
_— 7 7 —ﬂz
AR®HR0.037T) 8,346 19,260
TR =FRERER_FTNE * Final dividends for 2003 declared in 2004.
BIK-°
BREFEBBERAT R $’z} A In accordance with the Articles of Association
NAIER ARRAIKEREZNUR of the Company, the Company declares
B B g 5t A BT 4R il AY /imﬁﬁ dividends based on the lower of retained
B AR 5 B BR = 51 2 Bl 4R $ /Y = earnings as reported in the statutory accounts
ﬁﬁ‘%iﬁ%ﬂﬁ%%i&ﬂ’]* 5 B2 #1) E prepared in accordance with PRC GAAP and
MEIEE REE ARAERE Ty the financial statements prepared in
VAR B & 5+ 28 Al 4R ) - P DAVK T BR accordance with IFRS. As the statutory
EN I ol SR DE =Y e accounts have been prepared in accordance
BRREREGHROE T TE- with PRC GAAP, the retained earnings as

BR (B8 BF

AFEE2BREBEAEERK
R E(L BT A R 20,609,000
T(ZEZE=ZF :BAHARE
44,776,00070) B AANE E B 21T
B% 15 81 642,000,0000% (ZZEZE =
£ : 642,000,0000%) 5t & -

14.

reported in the statutory accounts will be
different from the amount reported in the
statement of changes in shareholders’ equity
of these financial statements.

(LOSS)/EARNINGS PER SHARE

Loss per share for the year was computed by
dividing the Group’s loss attributable to
shareholders of approximately RMB20,609,000
(2008: profit of approximately RMB44,776,000)
by 642,000,000 shares (2003: 642,000,000
shares) in issue.
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15. ME-BERRE

15. PROPERTY, PLANT AND EQUIPMENT

rE Group
—EEME “ZTTCE
2004 2003
REREE
Equipment ERTH
EF and Motor B ek
Buildings ~ machinery vehicles Total Total
ARETIT ARETn AREFT AREFn AREFR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
A/ FHEE Cost/valuation
ENHE At beginning of year 471,730 768,794 28497 1,269,021 807,496
ERIBEA Transfer from
(Hi#t17) construction-in-progress
(Note 17) 2,997 21,765 - 24,762 411,423
RE Additions 34,601 58,461 5,384 98,446 81,581
& Disposals (17,973) (25,667) (1,017) (44,657) (17,956)
RENEEA Transfer from investment
(Kit16) properties (Note 16) 5,092 - - 5,092 -
BNEEREYE Reclassification to
(Krit16) investment properties
(Note 16) (4,073) - - (4,078) -
BEEENMERRT  Voluntary liquidation of a
subsidiary - - - - (8,551)
HENE A Disposal of subsidiaries - - - - (9,972)
EXGE At end of year 492,374 823,353 32,864 1,348,591 1,269,021
fx: Representing:
B At cost 271,789 330,461 13,254 615,504 493,004
B E At valuation 220,585 492,892 19,610 733,087 776,017
492,374 823,353 32,864 1,348,591 1,269,021

:ggfﬁﬁiﬁ A B EERNDARAA
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15. MX - BERSKE (&)

rAEE (#F)

15. PROPERTY, PLANT AND EQUIPMENT

(continued)

Group (continued)

ZEEmE “TE=E
2004 2003
RERHE
Equipment E®IA
EF and Motor B ek
Buildings  machinery vehicles Total Total
ARBTT ARBFn AREFT AREFR ARETRT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2itHE Accumulated
depreciation
ENHRE At beginning of year 110,430 292,722 18,128 421,280 359,139
REEHE Charge for the year 24,437 81,908 2,943 109,288 86,201
e Disposals (14,301) (21,912) (939) (37,152) (13,358)
RENEEN Transfer from investment
(Kit16) properties (Note 16) 943 - - 943 -
BENEERENE Reclassification to
(Kit16) investment properties
(Note 16) (1,057) - - (1,057) -
BEEENMBART  Voluntary liquidation of
a subsidiary = - = - (2,984)
HERBAT Disposal of subsidiaries - - - - (7,718)
EXBE At end of year 120,452 352,718 20,132 493,302 421,280
REFE Net book value
ERGHE At end of year 371,922 470,635 12,732 855,289 847,741
ENRE At beginning of year 361,300 476,072 10,369 847,741 448 357
MENX - BHE R Had the property,
R EBRAAR plant and equipment
ZHMETR: been carried at cost less
AEEENT: accumulated
depreciation, the
carrying amounts
would have besn:
KA Cost 472,761 801,269 32,864 1,306,894 1,227,324
ZitE Accumulated depreciation 108,271 330,350 20,132 458,753 386,731
364,490 470,919 12,732 848,141 840,593
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15. ME -BERRKE (&) 15. PROPERTY, PLANT AND EQUIPMENT
(continued)
ARAF Company
“ZEQE “TT-F
2004 2003
RERKHF
Equipment ERIA
L and Motor ag Lk
Buildings ~ machinery vehicles Total Total

ARBBTR ARBTT ARBFR AREFR ARETI
RMB'000  RMB'000  RMB'000  RMB000  RMB'000

A/ e Cost/valuation
ENHE At beginning of year 21,925 110 4,103 26,138 26,125
NE Additions - - - - 13
EXBE At end of year 21,925 110 4,103 26,138 26,138
% Representing:
B At cost - 13 - 13 13
B E At valuation 21,925 97 4,103 26,125 26,125
21,925 110 4,103 26,138 26,138
2ithE Accumulated
depreciation
ENHE At beginning of year 8,055 89 2,930 11,074 9,808
AERHR Charge for the year 828 2 410 1,240 1,266
EXBE At end of year 8,883 91 3,340 12,314 11,074
RERE Net book value
EXGE At end of year 13,042 19 763 13,824 15,064
ENHE At beginning of year 13,870 21 1,173 15,064 16,317
mERNZ - BER Had the property,
R R AR plant and equipment
ZHMETR: been carried at cost
AEEENT: less accumulated
depreciation,
the carrying amounts
would have been:
AA Cost 21,925 110 4,103 26,138 26,138
2HHE Accumulated depreciation 8,883 91 3,340 12,314 11,074
13,042 19 763 13,824 15,064

:ggiiiﬁ R F M EXRMDAR QA
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15.

ME-BERRE (&)

AEBZ2YE -BENMKEEH—
o B 5 i 98 <2 RY A B R JI T BB 1
FHE (BE) FHEAERAR ([
YEEI) A —FEE_F+ A=
T—HOMSERIEEKRLNE
EHE G BERER ST _F+
“A=t-HMEEERBEX
EHo

AEBEMRERZEMIURN T EIR
W R FREY AN L ERE
BHANHHEMRE R THERR
R T 505 MH-

AEBFARRFTHEANEFH
PEAEIWMELEY EXEH
BREFEL A AKRK131,768,000
T(ZZEZT=ZF: AR
138,159,000t ) M A B *&
13,042,000 (ZFTEZE=F: AR
#13,870,0007T ) ° A T 8E Al S i
GEtEFhHEE L EBREE
WHEEFMNHEE T RIBERER
AREA R RARME18— [FHE LR
HIPEFHE-

15.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The buildings and other property, plant and
equipment of the Group were revalued on an
open market value and a replacement cost
basis respectively at 31st December 2002 by
Shenzhen Pengxin Real Estate Appraisal Co.,
Ltd. (“Shenzhen Pengxin”), an independent
valuer registered in the PRC. The revalued
amounts were not materially different from the
carrying values of property, plant and
equipment as at 31st December 2002.

The Group’s buildings are situated in the PRC
and the related leasehold land was granted by
Town Planning and Land Administration Bureau
of Shenzhen for a period of 50 years.

Included in buildings of the Group and the
Company are leasehold properties, including
both leasehold land and buildings, with an
aggregate net book value of RMB131,768,000
(2003: RMB138,159,000) and RMB13,042,000
(2003: RMB13,870,000) respectively. Because
of an inability to estimate reliably the element
of leasehold land value attributable to the
leasehold properties, leasehold land payments
in respect of these properties are not
separately classified under the heading of
“Leasehold land payments” as disclosed in
Note 18 to the financial statements.
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15. ME-BERSKE (&) 15. PROPERTY, PLANT AND EQUIPMENT

Al At HERFIHE
THMNEEHASEESATE,
AR ()%EETHHEE L 11R20-
SoFEHRITE  EEFRHEEHIR
B RiZEHEETNEMRE
HEFAERIBERNER AEZ
FHEBFRANMRAITES
fR-HBREETESGERI

R-ZZEENMFE+_A=+—8 %
B4 A ARE16,456,0007T (= F
T =F: AR#¥20,842,0007T) K
MREFEEARRARIZHBA
AR BEERERSIMER
AEIRARINMEREREAE B
MARBMBREBRITERARE
12,000,000t (ZZEZE=F: AR
#14,750,0007T) < # 3 @ (B 5
20) o Z—FEHNBARE
185,120,000 (— T =F: £) 1)
BFEEARDRZHE AR —
FINKEWETFRHBR A F R
SRHBRITERARE
85,000,000t 2 i & (FF5E29) »

A B EERMD AR

(continued)

The inability to estimate reliably the leasehold
land value attributable to the leasehold
properties however did not have a significant
financial effect to the Group because (i) the
leasehold land attributable to the leasehold
properties is depreciated over a period of 20-
35 years, which approximate the remaining
period of the leases; and (ii) the revalued
amount of these leasehold properties does not
materially differ from their carrying value, which
also approximate their carrying amounts had
these leasehold properties been carried at cost
less accumulated depreciation.

As of 31st December 2004, two plant buildings
with an aggregate net book value of
RMB16,456,000 (2003: RMB20,842,000) were
pledged for short-term bank loans of
RMB12,000,000 (2003: RMB14,750,000)
made available to Shenzhen Maiwei Cable TV
Equipments Co., Ltd. and Shenzhen Aero-
Precision Mould and Plastics Co., Ltd., the
subsidiaries of the Group (Note 29). Another
plant building with a net book value of
RMB185,120,000 (2003: nil) was pledged for
a long-term bank loan of RMB35,000,000
(2003: nil) made available to Shenzhen Tian
Ma Microelectronics Co., Ltd., a subsidiary of
the Group (Note 29).

Gl
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16. REWHE 16. INVESTMENT PROPERTIES
—2ERE —TT=F
2004 2003
AR¥FrT ARKTTT
REE Carrying amount
F YRR At beginning of year 108,569 98,257
FEIREA Transfer from construction-in-
(Mat17) progress (Note 17) 174,858 -
BEEBEEHEA Transfer from property,
(Ktat15) plant and equipment
(Note 15) 4,073 -
ENHEEETEEE Reclassification to property,
(Kta£15) plant and equipment
(Note 15) (5,092) -
NE Additions - 16,340
& Disposal - (6,028)
FORAER At end of year 282,408 108,569
R E Accumulated depreciation
FHIRE At beginning of year 46,027 42,984
NEFR Charge for the year 14,335 5,722
EEEEHEA Transfer from property,
(Kta£15) plant and equipment
(Note 15) 1,057 -
EoBZEEEEE Reclassification to property,
(Ktat15) plant and equipment
(Note 15) (943) -
& Disposal - (2,679)
FORAER At end of year 60,476 46,027
FE Net book value
FRARER At end of year 221,932 62,542
FHYIRER At beginning of year 62,542 55,273
EEMHE Directors’ valuation
— BiEEH — including the valuation of the
HE T HFRIE relevant leasehold land
payments 397,451 149,110
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16. REWZE (&) 16. INVESTMENT PROPERTIES (continued)

REBERKREMEDCCN R BER
W EAAREAEE L AR
MR N L HEIRRR F505EE
FRE - EREMER_STNF
+ZA=Z=+—"BR=ZZEZTE=F1
ZTAZt+—ANHMENHESRER
AEMGERELTEHE MZTE
ZERMBERZEH BT HAD
RN EARRMEERIEL T

The investment properties of the Group are
situated in the PRC and the related leasehold
land was granted by Town Planning and Land
Administration Bureau of Shenzhen for a period
of 50 years. The valuation for the investment
properties at 31st December 2004 and 2003
were determined by the directors on an open
market value basis while the valuation for 2002
was performed by an independent valuer,

e Shenzhen Pengxin, on an open market value
basis.
17. H#EIE 17. CONSTRUCTION-IN-PROGRESS
rEH ¥ NG|
Group Company
“RRME —TET=F CRROF —FE=
2004 2003 2004 2003

ARBTFR ARETT ARBTRT ARETT
RMB’000 RMB’000 RMB’000 RMB’000

FNHE At beginning of year 143,364 415,320 - -
hE Additions 92,559 139,467 - =
BAME. Transfer to property,

E &L plant and equipment

(Kizt15) (Note 15) (24,762)  (411,429) - -
BAREME Transfer to investment

(Kfzt16) properties (Note 16) (174,858) - = -
ERBE At end of year 36,303 143,364 - -

A B EERNDARAA
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18.

19.

HE Lt FIE 18. LEASEHOLD LAND PAYMENTS

KEE

Group
—EBNFE —TTE=F
2004 2003
AR¥TFrT AREFIT
FYFE Net book value at 1st January 38,039 23,126
KERNE Additions - 15,892
7N i Amortisation (1,293) (979)
FARFE Net book value at 31st December 36,746 38,039

BRUEEBRRE:

Representing by nature:

wEY Investment properties 16,004 12,078
H b 1) 5 Other properties 20,742 25,961
36,746 38,039
REEBE T MR RREER - The Group’s leasehold land is situated in the
WHFEIHMmRI LT HEER PRC and was granted by Town Planning and
B F 505 {F FHER Land Administration Bureau of Shenzhen for a
period of 50 years from date of grant.
KRB AT ZRE 19. INVESTMENTS IN SUBSIDIARIES
¥ N
Company
—EEMFE —ZTT=F
2004 2003
AR T AREFT
KRB AR L Investments in promoter shares
Bip k& of listed subsidiaries
— AR - at cost 387,946 387,946
— A5 E M — share of profit 345,061 310,595
KB ARIELET Investments in unlisted equity
Bz &&E of subsidiaries
— AR - at cost 189,404 179,254
— A5 &R — share of profit 173,182 150,869
JEW M B ARl Z7FIE Amount due from a subsidiary - 6,650

1,095,593 1,035,314
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19. AMIBRARZKRE (&)

BA:$$E¢+:H =+—H'XK

NREEEE TIARFESR
7,%4577"%3%14&)\&%7%7(%5
PEERBENETENB AR (%
ERaR P BEEMA) B
ﬁ:|1

INVESTMENTS IN SUBSIDIARIES
(continued)

As at 31st December 2004, the Company had
direct interests in the following major
subsidiaries which, in the opinion of the
Directors, materially contribute to the net result
of the Group or held a material portion of the
assets or liabilities of the Group (all
incorporated/established and operating in the
PRC):

i/
RIBH
Date of LEER
(il RS incorporation/ HRER Type of TEEE
Name of subsidiary establishment equity interest Registered capital ~ legal entity Principal activities
ZBEME _-3TZE
2003

MImREE (58) -AnEE 52.04%  5224% AR¥249318000m ROERAR @ BERHEER
RHFRAT =A=1H RMB249,318,000 (R E2)

Shenzhen Fiyta 30th March 1990 Joint stock Manufacture
Holdings Limited company and sale of

(listed on the watches
Shenzhen and clocks
Stock Exchange)

MIREUETF -A\ZE 59.85%  5085% ARE2065540000m REOERAR @ BERHERSE
ROERAT t—RN\A RMB265,540,000 (RYETRA) BR&

Shenzhen Tian Ma 8th November 1983 Joint stock Manufacture
Microelectronics company and sale of liquid
Co., Ltd. (listed on the crystal displays

Shenzhen
Stock Exchange)

AIFEERERAT —NBE
Shenzhen Shennan tA=H
Gircuit Co., Ltd. 3rd July 1984

:gg-’fﬁiiﬁ ®Y R mEER D

%% AR¥®130000000n FEREERT  HERHEDA
RMB130,000,000 Limited fiability BRR

company Manufacture and

sale of printed

circuit boards
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19. RMIBARZRE (&) 19. INVESTMENTS IN SUBSIDIARIES
(continued)
i/
RIAH AR
Date of ERAL LEER
KELARZE incorporation/ Attributable HREX Type of TEER
Name of subsidiary establishment equity interest Registered capital ~ legal entity Principal activities
ZEEME _-TT=E
2004 2003
MR EREEA “NN-E 74.5% 745% AR®10000000r AELE HERHERA.
ZHER LT ARTHA RMB10,000,000 Contractual joint ~ BER
Shenzhen Aero- 15th September 1981 venture Manufacture and
Precision Mould and sale of mould
Plastics Co., Ltd. and plastic
casings
MIBRERER -hh-§ 60% 60% AR%20000000m AELE RERHERR
SN ARAT NA=H RMB20,000,000 Contractual ERAGEM
Shenzhen Maiwei 3rd August 1991 joint venture Manufacture and
Cable TV Equipments sale of electronic
Co., Ltd. components of
cable television
appliances
20. REEANTZERE 20. INVESTMENTS IN ASSOCIATES
S 3 NG|
Group Company
“2EMFE _—TT-F ZBENF _—TIT:=
2004 2003 2004 2003

ARBTR ARETT AR®TR ARETRT
RMB’000  RMB'000  RMB’000  RMB'000

B AEREE Investments in unlisted

AAlFELED equity of associates,

BRAZKE at cost 15,340 7,064 5,011 5,011
i) /N Share of profits less

i D3 losses of associates 19,436 21,838 21,847 21,838

34,776 28,902 26,858 26,849
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20. RBELQNTRZRE (&) 20. INVESTMENTS IN ASSOCIATES
(continued)
RZEEME+—_HA=+—H & As at 31st December 2004, the Company had
NEEEHEES T E QAR direct interests in the following major
I associates:
TEER/
HRREEH
it/ Principal
RYBH KARfE2Z Activities/
Date of RREAM HRER TEER place of
BELRZE incorporation/ Attributable Registered Type of incorporation
Name of associate establishment equity interest capital legal entity and operation
ZEEME _—3TT=E
2004 2008
AR AR “WRE 50% 50% 701,595,000 aEL% HERHELRR
ERAH +-A13A USD1,595,000 Contractual i
CASTIC-SMP Machinery  15th November 1986 joint venture  Manufacture and
Corporation Limited sale of dry
cleaning

machines, PRC

AMIFATIR -hWINE 30% 30% ARE3400000m RALE RERHES
ZHERLT —-At+tA RMB3,400,000 Contractual Bt
Shenzhen Shenrong 17th January 1989 joint venture Manufacture and
Engineering Plastics sale of plastic
Co., Ltd. casings, PRC
1 30N “TERE 25% - %71500,000 A% EEMERHE
HYVIX Co., Ltd. =A1A USD1,500,000 Contractual RRETENE
5th March 2004 joint venture En B
Manufacture,
research and
sale of liquid
crystal displays,
Korea

:ggfﬁﬁiﬁ R F M EXRMDAR QA
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21.

ERBRE 21. NON-CURRENT INVESTMENTS
b3 VNG|
Group Company
“EENE _—TT-F ZEENFE _—TT-
2004 2003 2004 2003
ARETR AREFT ARETR AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BRAERER Investments in promoters’
WASN ETIA A shares of a company
EARZEE listed outside
Hong Kong, at cost 6,910 6,910 - =
BRRARER Investments in shares of
ELEmAA unlisted companies,
Bn 2 ®RE at cost 4,580 4,580 - -
B ORERE Less: provision for
impairment losses (820) (820) - -
10,670 10,670 - -

AEBIERHREBELTA
AEARZERE HERERFL
3B A8 BE 3 5 BRORT B0 P9 O HE A
AEIFEM DB ZBROKE
15 85 BB Th 15 Al 1R R H 1R (B AT
Hi AR ITHRIBMET AN
B8 75 0% BA B AN R 20 A )
REBERRIIK.

The Group’s non-current investments represent
investments in promoters’ shares of a listed
company, which are transferable subject to
approval from relevant local authorities, and
shares in certain unlisted companies, which
do not have a quoted market price in an active
market and for which other methods of
reasonably estimating fair value are clearly
unworkable. Accordingly, these investments
are carried at cost less accumulated
impairment losses.
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22, EERIE 22. DEFERRED TAX
piS-3 AAT
Group Company
—EEME —TT-F CZEENFE =—TT=
2004 2003 2004 2003
AREFr ARETT AR®Fr ARETR
RMB’000 RMB’000 RMB’000 RMB’000
ELBBEEE Deferred tax assets
BN T5IER Deferred tax assets
in respect of
—SRREEE - provision for doubtful
debts 20,742 18,939 - -
—HRREFE — provision for inventory
£ obsolescence 14,593 13,746 - S
-BRXSMEBEABZ - fair value losses of
RERNAE trading investments
SR BR 1,749 323 - -
37,084 33,008 - -
EEREERE Deferred tax liabilities
BN T5IEE Deferred tax liabilities
in respect of
-ME -BER - revaluation surplus
REZER of property, plant
®E and equipment 350 1,037 350 1,037
-RENEZ - revaluation surplus
EfhEE of investment
properties formerly
classified as
property, plant
and equipment 304 902 304 902
654 1,939 654 1,939
FREN A Net deferred tax
BE/ (Bf) assets/(liabilities) 36,430 31,069 (654) (1,939)

A B EERMARA
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22, EEHIE (&) 22. DEFERRED TAX (continued)
BEEFIBERES T : The movement on the deferred income tax
account is as follows:
b3 YN
Group Company
“EENE —TT-F C-EENE —TT=
2004 2003 2004 2003
AREFRn ARETT AREFRn ARETT
RMB’000 RMB’000 RMB’000 RMB’000
F0N¥ At beginning of year 31,069 31,110 (1,939) (3,223)
ARRRER Provision for doubtful
debts 1,803 (1,705) - -
TRRERE Provision for inventory
£ obsolescence 847 365 - S
BRIMERZ Fair value losses of
RERDNAE trading investments
Bk ZBR 1,426 15 - -
& -BER Revaluation surplus of
RBEMGLEE property, plant and
equipment 687 687 687 687
RE &Y% BE  Revaluation surplus of
RENERE investment properties
MEZEREE 598 597 598 597
ERY At end of year 36,430 31,069 (654) (1,939)

RNR_EENFEF+_A=+—H' X
EHARIMBBZRENDR
BEMNZLILMEBNRERZES
B4 A R¥83,046,000T (ZEZE
SHEE)EACERMEEZERR
BELERIBEE-

As of 31st December 2004, the temporary
difference in relation to the unrealised loss
arising from change in fair value of trading
investments amounted approximately to RMB
83,046,000 (2003: Nil) for which no deferred
tax asset is recognised.
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23. #FE 23. INVENTORIES
yi-3 AT
Group Company
—EEME —TT-F CZEENFE —TT-
2004 2003 2004 2003
AREFr ARETT AR®Fr ARETR
RMB’000 RMB'000  RMB’000 RMB’000
VA B 2~ 31| B At cost
JR 1 #t Raw materials 142,193 94,122 = =
EEM Work-in-progress 52,420 38,868 - -
E R Finished goods 249,607 190,617 - -
JART &3 EESIBRE At net realisable value
JR Raw materials 17,243 8,552 - -
EEm Work-in-progress 3,111 1,225 - -
EXm Finished goods 36,854 21,152 = -
501,428 354,536 - =

24, FEWERR

24,

NEBEHEE S YR R FHEIR E30
RKEQXRA A EEREKROTMT:

TRADE RECEIVABLES

The Group’s credit terms on sale of goods
range from 30 to 90 days and the aging
analysis of trade receivables is as follows:

S 3 NG|
Group Company
“2EMFE _—TT=F ZBENF _TIT=F
2004 2003 2004 2008
AREFRn ARETT AREFRn ARETT
RMB’000 RMB’000 RMB’000 RMB’000
BN ER Current 390,036 204,199 - -
30-60K 30-60 days 46,602 72,524 - -
60-90& 60-90 days 26,344 24,550 - -
90K MA £ over 90 days 129,258 96,970 - -
B RER Less: provision for
impairment losses (82,454) (71,371) - -
509,786 326,872 - -

AY R EERDAR

N

Al
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25. ENERAKAECERRR 25. PREPAYMENTS AND OTHER RECEIVABLES
rEE VYN
Group Company
“RRME —TT=F CRROF -FE=
2004 2003 2004 2003

ARBTFR ARETT ARBFRT ARETRL
RMB’000 RMB’000 RMB’000 RMB’000

BTERR Prepayments 3,918 45,285 = -
H o & IR Other receivables 103,732 102,571 6 18
W RERE Less: provision for
impairment losses (61,941) (63,365) - -
45,709 84,491 6 18
26. ARZMBEZRE 26. TRADING INVESTMENTS
3T ADH
Group Company
—EEMFE —TT-F ZZENFE —TT=
2004 2003 2004 2003

ARBTR ARETT AR®TR ARETRT
RMB’000  RMB'000  RMB’000  RMB'000

EAEI EH Market value of investments

B B & listed outside Hong Kong
-EERH — Equity shares 93,699 4,735 81,548 -
— &% - Bonds - 146,657 - 146,657
93,699 151,392 81,548 146,657
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27. BEER 27. DESIGNATED DEPOSITS
3T AL
Group Company
“RRME —TT=F CRROF —FE=
2004 2003 2004 2003

ARBTFR ARETT ARBFRT ARETRL
RMB’000 RMB’000 RMB’000 RMB’000

BFHRIRTT (Bf72) Deposits in a bank (Note) - 51,004 - -
Hieat: ZERERRTBEET BREE Note: The deposits were placed with Bank of China for
BWE ZFEAER T FE - A the purpose of investment in government bonds.
U [a] The deposits had been uplifted in February 2004.
28. EMERX 28. TRADE PAYABLES
T e

Group Company
“EENE —TT-F ZEEMEFE _—TT=F
2004 2003 2004 2003

ARBTR ARETT AR®TR ARETRT
RMB’000  RMB'000  RMB’000  RMB'000

)5 Current 200,845 78,413 - -
30-60% 30-60 days 62,626 55,152 - -
60-90K 60-90 days 29,224 40,072 - -
90K M E over 90 days 73,473 54,926 - -

366,168 228,563 = =

:gg-’fﬁ@iﬁ A B EERNDARAA
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29. RITER 29. BORROWINGS
big- ] VNG|
Group Company
—EEME —TT-F CZBEMNF —TIT-F
2004 2003 2004 2003
AREFr ARETT AR®Fr ARETR
RMB’000 RMB’000 RMB’000 RMB’000
RBER Current
RITER Bank loans
B (Hato) Secured (Note b) 12,000 14,750 - =
EmEW (ffFc) Unsecured (Note c) 471,975 325,527 70,000 -
483,975 340,277 70,000 -
HMER (FiFd)  Other loan (Note d) 1,500 7,000 - -
485,475 347,277 70,000 -
ERBEX Non-current
BITEX Bank loans
B (Hato) Secured (Note b) 35,000 — - =
B (ffiFe) Unsecured (Note ) 65,000 - = -
100,000 - - -
EXBE Total borrowings 585,475 347,277 70,000 —
k3 Notes:
(a) R_ZEZTWFEF+_A=+—H' & (a) As of 31st December 2004, the short-term bank

HIBTERMRBRITEREN S
RN B A1.70%%E6.64% (- EEZ
=4 :1.88%%5.84%) M3.51% (—
BE=4F ) o

loans and long-term bank loans bore interest at
rates ranging from 1.70% to 6.64% (2003: 1.88%
to 5.84%) and 3.51% (2003: Nil) per annum
L T respectively.
(o) R_ZTTNF+=—_A=1+—8B '8 (b)
HIRTERMRPRITEREL AR
EEZHMBARWARERN =1E
W EHE R (M E15) - REAIRITE
KRZTBRFAAEE-

As of 31st December 2004, the short-term bank
loans and long-term bank loan made available to
certain subsidiaries of the Group were secured
by three plant buildings of the Group (Note 15).
The long-term bank loan is repayable in June
2006.

() REZZEENMF+=-_A=+—HBEE (c)
BIAREBMZHBAR 2 EIKEE
HSR{TE - AR¥101,274,000
T (ZZZT =4 AR¥3,100,000
TL) ZERAARA G REER

As of 31st December 2004, included in unsecured
short-term bank loans made available to certain
subsidiaries of the Group were loans of
RMB101,274,000 (2003: RMB3,100,000)
guaranteed by the Company.
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29. RITER (#&) 29. BORROWINGS (continued)

Htat: (&) Notes: (continued)

(d) EMERAARA T2 &EZERRR] (d) The loan was borrowed from the Company’s
B i ZE Bl BRI A R (T A ultimate holding company, CATIC Shenzhen
R i IR FEFE6% (= Company (“Shenzhen CATIC") at the rate of 6%
TET=4F:584%) ;T EFI B - (2003: 5.84%) per annum.

(e) RARITE R B MR E (e) The long-term bank loan is guaranteed by
R ERZTETFAAER- Shenzhen CATIC and is repayable in June 2006.

30. A 30. SHARE CAPITAL
—®Emg —TT-4
2004 2003
AR¥FrT ARKTTT
RMB’000 RMB’000
BEif 27 RBE  Registered, issued and fully paid
ARSI & or credited as fully paid capital:
B2 IR
400,000,0000% & % 400,000,000 Domestic Shares
ARBATT 2 of RMB1 each (Note a)
W& (Kfita) 400,000 400,000
242,000,000/% &= i% 242,000,000 H Shares of
AR T 2 HAX RMB1 each (Note b)
(Ktatb) 242,000 242,000
642,000 642,000

Bt Notes:

(a) ARARR—ANEFENA=ZF+HK (a) On 20th June 1997, the Company was established
AR S B A RO OR Y B 1T by issuance of 400,000,000 Domestic Shares of
400,000,000/ IR EE A RE1T RMB1 each to Shenzhen CATIC in exchange for
R AL WEREEEN S its interests in certain subsidiaries, associates and
T M B A 7] - B & N B A0 W) S properties. These Domestic Shares are not listed
moRERRANERREFEMESH on any stock exchanges.

RS Emme

(b) R—ANEtFAA=Z+=—H XA (b) On 22nd September 1997, the Company issued
A E R ARRENE A IZER 242,000,000 H Shares of RMB1 each by way of
1.737% JT % & 242,000,0000% & i% placement and public offer at a price of HK$1.73
mMEARBAITHHK ZEHRE each. These H Shares were listed on the Stock
R—ANt+tENA-Z+THLBEERSR Exchange of Hong Kong Limited on 29th
MAXBHMARRA LT Seppiteloer TEET.

TEMFFER RY R EERMD AR A A
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31.

R IE i
REBEFBERBARARNRR]ZAE
ER REBF0IKFRME Ao
A ZAD B BOEE R B FTE A
F A 10% BB A E BB AR
T (RIFRLATBEEERRAEM
R & FEHS50%) R5%ZFE 10%H:
EEERGE BREEBRILZBN
S RETSREEMAZERTE
AEREREDE-

RERRERER EAERRIE
SAERBRA EUNBFHNZIEAR
BETELIREMBASED
25% i PR °

ARRAEEEN " TEMF+—
A=+—BLLFERRTFIEE
Bl

31.

STATUTORY RESERVES

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 common reserve
fund (except where the fund has reached 50%
of the Company’s registered share capital) and
5% to 10% for the statutory common welfare
fund. These reserves cannot be used for
purposes other than those for which they are
created and are not distributable as cash
dividends.

The statutory common reserve fund may be
converted into share capital provided it is
approved by a resolution at a shareholders’
general meeting and the balance of the
statutory common reserve fund does not fall
below 25% of the registered share capital.

The statutory common welfare fund is used
for the collective welfare of the staff and
workers of the Group.

For the year ended 31st December 2004, the
directors of the Company did not propose the
appropriations to these statutory reserves
funds.

—EZTQNE —TE=
2004 2008
Aol AREFr Bl ARETT
Percentage RMB’000 Percentage RMB’000
EERBAEE Statutory common
reserve fund - - 10% 3,372
EEREE Statutory common
welfare fund - - 8% 2,697
- - 18% 6,069
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32. BELERER 32. CONSOLIDATED CASH FLOW STATEMENT
(a) M%Eﬁzfﬁﬁiﬁk/(ﬂﬁ (a) Cash generated from/(used in)
H) B operations
BRFLAIERTBR DB R S Reconciliation of (loss)/profit before
e (BEB) afEeg taxation but after minority interests to
BIEZHSRA (Rd) cash generated from/(used in)
=40k -] operations:
—EEZME %%
2004 2003
ARBFT AEETT
RMB’000 RMB’000
BRAAHROERE (Loss}/profit before taxation but after
ERke (BR) /&7 minority interests (11,113) 61,784
LERRER Minority interests 31,891 25,607
(AN E S Share of results of associates 2,401 (228)
HE Adjustments for
& Depreciation
e ENNET — property, plant and equipment 109,288 86,201
-REME - investment properties 14,335 5,722
HE LT IE R Amortisation of leasehold land payments 1,203 979
AR EES Amortisation of other non-current assets 1,032 775
iR/ (RE) REER Provision for/(reversal of) impairment
losses on receivables 9,659 (3,648)
REGEER Provision for inventory obsolescence 17,557 2,588
ERBRECRABERS Provision for impairment losses on
non-current investments - 753
WERFEE 77 Gain on sale of discontinuing operation - (777)
BAREIERZREZ Fair value loss/(gain) on trading investments
B/ (if) 92,993 (955)
HERRSMEA L Loss/(gain) from sale of trading investments
REER/ () 41 (572)
LENBARZER Loss on disposal of a subsidiary - 403
B f7 U B W as Income from designated deposits (351) (10,000)
MEKA Interest income (1,675) (3,427)
8 Interest expense 22,821 18,520
HENE BEREEL (Gain)/loss on disposal of property,
(&) /B8 plant and equipment (1,416) 565
HEREME 2B Gain on disposal of investment properties - (2,084)
288,756 182,206
BEERZE Changes in working capital
ERZEZEM Increase in notes receivable (1,187) (69,157)
MR 22 m Increase in trade receivables (193,997) (147,545)
ENZEzEM/ (RD Increase/(decrease) in notes payable 10,625 (600)
&R Increase in inventories (164,449) (54,678)
By ?*AIE DIER N e Decrease/(increase) in prepayments and
ZRD/ () other receivables 40,206 (16,479)
ENEBEARTEL (Increase}/decrease in amounts due from
(gm) /D related companies (1,354) 2,549
ENERERAR IEZ/W B Decrease in amount due to a related company (719) -
MRS EE LR D Decrease in other current assets 235 1,877
FERERTZEM Increase in trade payables 110,905 103,557
ERIERBIGHEZ Increase/(decrease) in salary and staff
g/ (B4) welfare payables 2,671 (1,018)
EREARAMERNTE Increase/(decrease) in accruals and other
28N/ (BD) payables 11,171 (9,776)
RREMEBZREZEM Increase in trading investments (35,341) (143,250)
2EEREZBEARAA/ (K E  Cash generated from/(used in) operations 67,522 (152,314)

® YR R

Xk O AR QA
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32. ZMEBHERER (&£ 32. CONSOLIDATED CASH FLOW STATEMENT
(continued)
(b) RMEB{LzDH (b) Analysis of changes in financing

during the year

RITEH ENRE YERFES BERER
Borrowings Dividend payable Minority interests Pledged deposits

CRERE "TF-F CREIMF CTTCF CERME CTTCE CREME -FEC

2004 2003 2004 2003 2004 2003 2004 2003
ARRFR ARETT ARRFR ARETT ARRFR ARETT ARBFR ARETT
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ENBE At 1st January 347,217 377,804 = - 549964 523957 = 26,623
ERRERE Dividends declared = - 19,260 25,680 = = = =
BEHA/ (FH)  Cashinfows/outfows) 238,198 (30,527)  (19,260)  (25,680) 7,387 (1,000) - (2662)
FRERH: Non-cash transactions:
DERREERT  Profit shared by

minority shareholders - - - - 31,801 25,607 - -
afi-MEAA  Consolidation of a

subsidiary - - - - - 1,400 - -
ERBE As 31st December 585475 347277 - - 589,242 549,964 = =
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32. &#8&

(c)

BEREBR ()

32. CONSOLIDATED CASH FLOW STATEMENT

(continued)
HE—KHELQF (c) Disposal of a subsidiary
HEMNBARNKNEE B The assets, liabilities and results of the
BEE BERGEEEY R subsidiary disposed of, as at the date
N of disposal were as follows:

—EENWEF F
2004 2003
ARMFRT ARKTT
RMB’000 RMB’000

| |
it
NI

EEE Fixed assets - 231
mEEE Current assets - 1,569
BEE Total assets - 1,800
war’ Total liabilities - (1,347)
BE Net assets - 453
REEEGFEE Share of net assets
attributable to the Group - 453
NEPFEE Loss for the period - (82)
HEBEE T : The loss on disposal was determined
as follows:
AR¥Fr ARKEFTT
RMB’000 RMB’000
EEEHEFEE Attributable share of net
HEER assets sold - 453
& A Proceeds from disposal - (50)
HEEBEE Loss on disposal - 403

:ggiﬁiﬁ ® YR R

Xk O AR QA
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32. ZERERER (&) 32. CONSOLIDATED CASH FLOW STATEMENT
(continued)

(c) HE—KEBLARE (&) (c) Disposal of a subsidiary (continued)
HEMBARZFHRESRA The net cash flow on disposal was
SHEm T determined as follows:

AR¥Fr ARKEFIT
RMB’000 RMB’000
HEBK Proceeds from sales — 50
i HEN B AR Less: cash and bank in
ZHRe RiETT subsidiaries
75k disposed - (28)
HENBARZ Net cash inflow on disposal
WEMA - 22

33. ABERAXRS

WEPR— A BRI EEEH =
—IRERERLERE AR
A HITEERFE EHRR
SEREAL - WESXR—ZH
HEAREN THE/SEHEEA
+

(@ TIHAREERERFRGHE
AR Y R BB A R 2

33.

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party
has the ability, directly or indirectly, to control
the other party, or exercise significant influence
over the other party in making financial and
operating decisions. Parties are also
considered to be related if they are subject to
common control or common significant
influence.

(@) The following is a summary of significant
transactions carried out in the ordinary

MEAR S ZHE: course of business between the Group
and Shenzhen CATIC and its
subsidiaries:

—EENFE —TT=F
2004 2003
AR¥FrT ARKTTT
RMB’000 RMB’000
PWRIEFHLLETHEL  Operating lease rentals paid
e (M) for office premises (Note i) 3,087 2,154
B AR IIE A Purchase of a property from
—Wx (Kazii) Shenzhen CATIC (Note ii) - 65,408
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HEREABERRZH
BRI ZARGRR BEE A
e

2003F E R AREEKE
(RN Téﬁiqﬂﬂnxmﬂ\lxgxﬁ—
TE e LRI BB B AL R
BRI — RS i R
HEME BEOARARE
65,408,0007T °

(b) MY NHEBEEAXRKE
Y, FEiNER KA
i’]m%g)} b‘é LHﬂ%&

(i)

33. RELATED PARTY TRANSACTIONS
(continued)

(a)

(b)

(continued)
Notes:

Rental expenses were charged at a fixed
monthly fee in accordance with the
contracts signed by the related parties.

ii. During 2008, Shenzhen Shennan Circuit
Co., Ltd. entered into an agreement with
Shenzhen CATIC to acquire a parcel of
leasehold land and certain properties in
Shenzhen, the PRC, from Shenzhen CATIC
at a consideration of approximately
RMB65,408,000.

Amounts due from/to related
companies

The amounts due from/to related
companies are non-interest bearing and
repayable on demand.

JE Us BE Bt R /) 3R ()  Amounts due from related
companies
—EENFE —TT=F
2004 2003
AR¥Fr ARKEFIT
RMB’000 RMB’000
A iR 3| Shenzhen CATIC 2,570 1,500
FYNI TR MBI E Shenzhen CATIC Property
EEARAA  Management Co., Ltd. 284 —
2,854 1,500
w I P EEXERHER QA
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33. FRAELARS (&) 33. RELATED PARTY TRANSACTIONS
(continued)
b) EW "REBEATIRE (b) Amounts due from/to related
(4&) companies (continued)
(i) FERTEEE A FR (i)  Amount due to a related company

—EENE —ZTT=F
2004 2003
AR¥Fr ARKEFTT
RMB’000 RMB’000

wIF A (B7A) Shenzhen CATIC (HK)

BR AR Company Limited - 719

(c) EBEAFRREERN (c) Loan from a related company
—EEMNE —TT=F
2004 2003

AR®FrT ARETT
RMB’000 RMB’000

AR (B £29(d))  Shenzhen CATIC

(Note 29(d)) 1,500 7,000

(d EBAEZRAFRREERZE (d) Loan guaranteed by ultimate holding
N company

—2ERE —TT=F

2004 2003

AR®FrT ARETT
RMB’000 RMB’000

AR (B17£29(e))  Shenzhen CATIC
(Note 29(e)) 65,000 —
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3. THMEERSRMEEE 34. FINANCIAL ASSETS AND FINANCIAL

LIABILITIES

(a) FIEE (a) Interest rate risk
IRITERA R MEFRBRE The interest rates and terms of

Z2ENFFRH

FURK 20 o H b BitE
ARSI AELEEAF
AL -

repayment of bank borrowings are
disclosed in Note 29. Other financial
assets and financial liabilities do not have
material interest rate risk.

EERR (b) Credit risk

FEM R R D BRI Z RALF Trade receivables are spread among a

Bl &) % = o R1T1F R INF AR number of customers in the PRC and

RAPETMaSgE-E cash is deposited with registered

ERRBAEENERMEE institutions in the PRC. The directors are

T"FEEEB»SEFHAE of the opinion that the Group has no

93 o significant concentrations of credit risk
on financial assets.

I 3 B (c) Foreign currency risk

AEBZRZEEUARKE Most of the transactions of the Group

wE EERBAEETE were settled in Renminbi. In the opinion

BERNZINE R B - of the Directors, the Group would not
have significant foreign currency risk
exposure.

AREE (d) Fair value

ATHEmEESERSMIE
BEMNAAEEREERAE
BEYEEREZR RE LR
TR BRERER BRAER
B FRIR - TR BR R H A UL
FOEMER ERER K
b R R E e

®Y R mEER D

Al

The carrying amounts of the following
financial assets and the financial liabilities
approximate their fair value: cash and
cash equivalents, trade receivables,
designated deposits, trading
investments, balances with related
companies, prepayments and other
receivables, trade payables, accruals
and other payables and borrowings.
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35. &IiE 35. COMMITMENTS
(@ EBEXREE (a) Capital commitments
r&EE VN
Group Company
—RRMNE —TT-F ZRRME -TT-
2004 2003 2004 2003

ARBTR ARETT AR®TR ARETRT
RMB’000  RMB'000  RMB’000  RMB'000

SEELE Contracted but not

REE provided for
ES Properties 357 63,961 - -
EERE Machinery 13,277 2,910 - =
RHEBAR  Investment in
LKA a subsidiary 5,100 - 5,100 -
18,734 66,871 5,100 -
Bt Authorised but not
RETH contracted for
RHEBAR  Investment in
LRE a subsidiary - - - 11,000
(b) REFNKIE (b) Operating lease commitments
AEBBREBEBIBEEREA The Group has commitments under non-
BFIAIHEHLLHEARK cancelable operating leases in respect
XEEXNHESERLLDT: of staff quarters and office premises as
follows:
—EENFE —TT=F
2004 2003

AR®FrT ARETT
RMB’000 RMB’000

—FR Not later than one year 6,361 2,763
WEERF Later than one year and

not later than five years 11,427 3,946

FBiB A F Later than five years - 450

17,788 7,159

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2004




Bt 3% #R & MY R

Notes to the Financial Statements

35. E&IE (&)
(b) REHNERE (Z)

AREBETAIHEHELS

GERORS
REEERESERLT

35. COMMITMENTS (continued)

(b) Operating lease commitments
(continued)

The future minimum lease receipts under
non-cancelable operating leases in

respect of buildings are as follows:

—2ERE —TT=F

2004 2003

ARMTFT ARKTTT

RMB’000 RMB’000

—FR Not later than one year 32,606 17,764
WMEERF Later than one year and

not later than five years 53,926 30,111

8 38 Later than five years - 1,615

86,532 49,490

REBZEREHOHR—K
R=ZFHUAL-

Generally the Group’s operating leases
are for terms of three years or more.

36. AEE 36. CONTINGENT LIABILITIES
FEE ADH
Group Company
“RRME —TE=F CRROF —FE=
2004 2003 2004 2003
ARETR AREFT ARETT ARETRT
RMB’000 RMB’000 RMB’000 RMB’000
BITERE Guarantees to banks
iRt 2 EIR in respect of banking
~MEAA facilities granted
to subsidiaries - = 101,274 3,100

ZTE2EENFFER

A B EERNDARAA
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37.

38.

HEBRREE

AKANBIR-_ZEZERF—A_-+H
HEAFEFERER (£8) A7) &
BB HEESIEAR MBEE
EREEREERFE RIS
REEFIIREEERZ UAR
#& 47,050,0807T 2 X B W g L it
MREEEAFITEL ()
D ARLR ([REKX])12.06%
ZEAB-AKRBER_ZETHF
“AZTNBBRITRREEINAS:
BYBRREHEKRESEIE WiIRE
RARAREETEREARAIERE
TRERBBX e

REEZERAF
ARRAEREERR/K LN T E
AR KM E 8 R Y2 A& E
ZEREER QR

37.

38.

CATIC SHENZHEN HOLDINGS LIMITED ANNUAL REPORT 2004

SUBSEQUENT EVENTS

On 20th January 2005, the Company entered
into share transfer agreements respectively
with China New Era Group Corporation,
Huangshi Economic and Co-operation
Company, Agricultural Construction Division 10
of Xinjiang Production and Construction Group
and Beijing Exhibition Centre to acquire
12.06% of the legal person shares of Shenzhen
Nan-guang (Group) PLC (“Shenzhen
Nanguang”) held by the said companies at a
consideration of RMB47,050,080. An
extraordinary general meeting of the Company
was held on 29th March 2005, at which
independent shareholders approved these
acquisitions and authorised the Board of
Directors of the Company to execute relevant
documents on behalf of the Company.

ULTIMATE HOLDING COMPANY

The directors regard Shenzhen CATIC, a
company established in the PRC, as being the
ultimate holding company.




