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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 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

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 property, plant and equipment,
available-for-sale investments and financial assets at
fair value through profit or loss. The accounting policies
and bases adopted in the preparation of these financial
statements differ from those used in the statutory
accounts of the Group which are prepared in
accordance with generally accepted accounting
principles and relevant financial regulations in the PRC
(“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 certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Company’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 4.

In 2005, the Group adopted the new/revised IFRS
below, which are relevant to its operations. The 2004
comparatives have been amended as required, in

accordance with the relevant requirements.

IAS 1 (revised in 2003)
Presentation of Financial Statements
IAS 2 (revised in 2003) Inventories

IAS 8 (revised in 2003) Accounting Policies,

Changes in Accounting Estimates and Errors

IAS 10 (revised in 2003)
Events after the Balance Sheet Date

IAS 16 (revised in 2003) Property, Plant and Equipment

IAS 17 (revised in 2003) Leases

IAS 21 (revised in 2003)
The Effects of Changes in Foreign Exchange Rates
IAS 24 (revised in 2003) Related Party Disclosures

IAS 27 (revised in 2003)
Consolidated and Separate Financial Statements
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BASIS OF PREPARATION (continued)
IAS 28 (revised in 2003) Investments in Associates

IAS 32 (revised in 2003)
Financial Instruments: Disclosure and Presentation

IAS 33 (revised in 2003) Earnings per Share
IAS 36 (revised in 2004) Impairment of Assets
IAS 38 (revised in 2004) Intangible Assets

IAS 39 (revised in 2003)
Financial Instruments: Recognition and Measurement

IAS 40 (revised in 2003) Investment Property

IFRS 5 (issued in 2004)
Non-Current Assets Held for Sale
and Discontinued Operations

The adoption of IAS 1, 2, 8, 10, 16, 17, 21, 24, 32,
33, 36, 38, 39, 40 and IFRS 5 did not result in
substantial changes to the Group’s accounting policies.
In summary:

IAS 1 has affected the presentation of minority
interests and other disclosures.

- IAS 2, 8, 10, 16, 17, 21, 32, 33, 36, 38, 39
and 40 had no material effect on the Group’s
policies.

- IAS 24 has affected the definition of related
parties and related-party disclosures.

- IFRS 5 has affected the presentation of
discontinued operations and other disclosures.
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BASIS OF PREPARATION (continued)

Related parties include the Company’s ultimate holding
company, CATIC Shenzhen Company (“CATIC
Shenzhen”), and its subsidiaries, other state-controlled
enterprises and their subsidiaries directly or indirectly
controlled by the government of the PRC, corporations
in which the Company is able to control or exercise
significant influence, key management personnel of the
Company and CATIC Shenzhen and their close family
members. Transactions with related parties do not
include those done in the ordinary course of business
with terms consistently applied to all public and non-
public entities and where there is no choice of supplier
such as electricity, telecommunications, postal service
and local government retirement funds.

The adoption of IAS 27 and 28 has resulted in a change
in the accounting policy for investments in subsidiaries
and associates in the Company’s balance sheet. Until
31st December 2004, investments in subsidiaries and
associates are accounted for using the equity method
in the Company’s balance sheet. Upon adoption of
IAS 27 and 28, investments in subsidiaries and
associates are stated at cost less provision for
impairment losses. The results of associates are
accounted for by the Company on the basis of dividend
received and receivable.

The adoption of IAS 27 and 28 resulted in:

P NN
The Company
—EERRF —EENF
2005 2004
AR¥TF AR Fr
RMB’000 RMB’000
HFARIKEE Decrease in investments
9 % in subsidiaries 532,182 518,243
HE 2 AR E  Decrease in investments
9 R in associates 21,388 21,847
R Decrease in capital reserves 182,235 182,235
KA B FEEIR L Decrease in retained earnings 371,335 357,855
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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)

(b)

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. The results of operations
of subsidiaries and the share attributable to
minority interests are accounted for in the
consolidated income statement.

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. The existence and effect of
potential voting rights that are currently
exercisable or convertible are considered when
assessing whether the Group controls another
entity. 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 Company’s balance sheet the investments
in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries
are accounted by the Company on the basis of
dividend received and receivable.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(c)

Associates

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

on acquisition.

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

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

In the financial statements of the Company,
investments in associates are stated at cost less
provision for impairment losses. The results of
associates are accounted for by the Company
on the basis of dividend received and receivable.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)
Segment reporting

(d)

(e)

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 returns that are different from those

of segments operating in other economic

environments.

Foreign currency translation

(1)

(i)

Functional and presentation currency

[tems 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
(“R™MB”),
functional and presentation currency.

which is the Company’s

Transactions and balances

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

net investment hedges.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(e)

(f)

Foreign currency translation (continued)

(ii) 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 differences 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
fair value reserve in equity.

Property, plant and equipment

Property, plant and equipment are stated at
historical cost or valuation less accumulated
depreciation and accumulated impairment
losses. 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. All other
repairs and maintenance are charged to the
income statement during the financial period in
which they are incurred.

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.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(f)

(9)

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 20 to 35 years
Equipment and machinery 5 to 10 years
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.

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.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(9)

(h)

U

Investment properties (continued)

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

income statement.

Leasehold land and land use rights
Leasehold land and 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.

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

1)

(k)

Impairment of non-financial assets
Assets that have an indefinite useful life 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.

Investments

The Group classifies its investments into the
following categories: at fair value through profit
or loss, held-to-maturity, loans and receivables
and available-for-sale.

(i) Financial assets at fair value through
profit or loss
Investments that are acquired principally
for the purpose of generating a profit from
short-term fluctuations in price are
classified as investments at fair value
through profit or loss and included in

current assets.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)
(k) Investments (continued)

(i)

(iii)

(iv)

Held-to-maturity investments

Investments with fixed maturity that the
management has the intention and ability
to hold to maturity are classified as held-
to-maturity and are included in current
assets if their respective maturity dates
are twelve months or less from balance
sheet date, or in non-current assets if
their respective maturity dates are more
than 12 months from balance sheet date.
The Group did not hold any investment
in this category during the year presented.

Loans and receivables

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

in the balance sheet (Note 3(m)).

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

Management determines the appropriate
classification of its investments at the
time of the purchase and re-evaluates

such designation on a regular basis.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)
(k) Investments (continued)

(iv)

Available-for-sale investments (continued)
Purchases and sales of investments are
recognised on trade-date — the date on
which the Group commits to purchase or
sell the asset. Investments are initially
recognised at fair value plus transaction
costs for all financial assets not carried at
fair value through profit or loss. Investments
are derecognised when the rights to receive
cash flows from the investments have
expired or have been transferred and the
Group has transferred substantially all risks
and rewards of ownership. Available-for-
sale financial assets and financial assets
at fair value through profit or loss are
subsequently carried at fair value except
there are no quoted market prices in active
markets and whose fair values cannot be
reliably measured using valuation
techniques. Available-for-sale investments
carried at cost are subject to review for
impairment. Loans and receivables and
held-to-maturity investments are carried at
amortised cost using the effective interest
method. Realised and unrealised gains and
losses arising from changes in the fair value
of the ‘financial assets at fair value through
profit or loss’ category are included in the
income statement in the period in which
they arise. Unrealised gains and losses
arising from changes in the fair value of
non-monetary securities classified as
available-for-sale are recognised in equity.
When securities classified as available-for-
sale are sold or impaired, the accumulated
fair value adjustments are included in the
income statement as gains or losses from

investment securities.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

U

(m)

Inventories

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

Trade receivables

Trade receivables are recognised initially at fair
value and subsequently measured at amortised
cost using the effective interest method, less
provision for impairment. A provision for
impairment of trade receivables is established
when there is objective evidence that the Group
will not be able to collect all amounts due
according to the original terms of receivables.
Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy
or financial reorganisation, and default or
delinquency in payments are considered
indicators that the trade receivable is impaired.
The amount of the provision is the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the effective interest rate. The
amount of the provision is recognised in the

income statement.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(n)

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

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

temporary differences can be utilised.

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

foreseeable future.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

(o)

(p)

(a)

Retirement benefit costs

The Group participates in the retirement 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 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,
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.

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)

(r)

(s)

(t)

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.

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 income statement
on a straight-line basis over the period of the
lease respectively.

Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the sale
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. Revenue is
recognised as follows:

(i) 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 collectibility of the
related receivables is reasonably assured.
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3. PRINCIPAL ACCOUNTING POLICIES (continued)

U]

(u)

(v)

Revenue recognition (continued)

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

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

Dividend distribution

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

Company’s shareholders.

Government grants

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

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

costs they are intended to compensate.

Government grants relating to the purchase of
property, plant and equipment are included in
non-current liabilities as other liabilities and are
credited to the income statement on a straight-
line basis over the expected lives of the related
assets.
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4. CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

(a)

(b)

Income taxes

The Group is subject to income taxes in the
PRC. Significant judgement is required in
determining the provision for income taxes.
There are many transactions and calculations
for which the ultimate tax determination is
uncertain during the ordinary course of business.
The Group recognises liabilities for anticipated
tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax
outcome of these matters is different from the
amounts that were initially recorded, such
differences will impact the income tax and
deferred tax provisions in the period in which
such determination is made.

Useful lives of plant and equipment
The Group’s management determines the
estimated useful lives and related depreciation
expenses for its plant and equipment. This
estimate is based on projected product lifecycles
for its plant and equipment. It could change
significantly as a result of technical innovations
and competitor actions in response to severe
industry cycles. Management will increase the
depreciation expense where useful lives are less
than previously estimated lives, or it will write-
off or write-down technically obsolete or non-
strategic assets that have been abandoned or
sold.
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TURNOVER AND SEGMENTAL INFORMATION
The Group is principally engaged in the manufacturing
and sales activities 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, which was
discontinued in 2005

There were no sales or other transactions between
the business segments. Segment assets consist
primarily of property, plant and equipment, investment
properties, leasehold land and land use rights,
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 17),
investment properties (Note 18), construction-in-
progress (Note 19) and leasehold and land use rights
(Note 20).

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. EBXERoBER (&) 5. TURNOVER AND SEGMENTAL INFORMATION
(continued)
AREBRHDLER DTWOT : An analysis of the Group’s segmental information is as
follows:
(a) FEBHBEFLN —REHK (a) Primary reporting format - business
g7 segments
BRERZAENEY  HEREEER KARNER
FRER REERHER PEERES Cable Moulds and Unallocated it
Clocks and watches  Liquid crystal displays Printed circuit boards television equipment plastic casings corporate items Total
CE%RE CTTMF “9%RE CSENG C%%RE _TTNE CSERE CTTNF CPERE CTING CS%RE _TTQRF CBERE CTIMF
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
ARBTL ARETT ARETR AEETT ARETR ARKTTL ARETR ARETT ARETZ ARETT ARETR ARETT ARETZ ARKTT
RMB'000  AVB'000 RMB'000 RMB'000 RMB'000 RMB'0O00 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
BENEER Continuing operations
EEL Turnover 208,098 250,902 1,097,652 1066291 445,002 351574 77,082 55,972 - - - - 1,918,584 1724739
BEEH/(EB)  Resuls

BEBEM Segment resul

e (13959)  (9.79%) 67,561 88631 70437 61,04 (5907) (4415 - - (2n045)  (21074) 91,087 114,390
Efi% (B%)/  Other operating (loss)

KA income o4 059 B8 - - - i - < WS B6T) W60 930%)
EfplA Other revenues BATB 058 646 1747 818 2185 67 13% - - 15 - 50206 27866
HEEH/ (BR) Operating proft/{loss) 20,372 3183 T4158 90559 78630 63229  (5,240)  (3,098) - - (12547) (104691) 95373 49,002
BEAL-BE  Fracelossicome (1505 (8 (9717 (2309 19 (15) (8  (0) - SO (48 @718 (460)
REBEAFZEE  Shareof resulfs of associates = - G018 ) - - - - - - (460) § (5476 402
BE(RY)/55  Toaion(hggloedt  (159) (218 636 144 (10389 (0389 - - - S 1% () (4)

Proft/{loss) for the year from
continuing operations 17,216 7 43000 67284 0218 83718 (5,738 (3,708 - - (16,380) (l04824) 48415 12,787
F2 B Ey Discontinued operations
FEEREEE  oss forthe year from

kHEER discontinued operations - - - - - - - - (36%)  (14%9) - - (369) (14%9)
BRAEA/(EE) Profitfoss) fortheyear 1276 267 4300  GToB4 T8 578 (57 B708 B (1455 (1630) (10484) 49 11282
EfpEH Other information
BEBEANEE  Segment assels 638,311 654522 1,375,378 1512002 485726 426000 39,436 50546 - 36059 120287 146,341 2,668,138 2,825,470
ERELANEE  Ivestmentsin

associates - - 850 5,866 - - - - - 2,098 26309 26858 27,49 34776
GEE Total assets 638,311 654922 1,376,228 1517867 485,726 426000 39,436 50,546 - 38112 195,686 173,199 2,695,387 2,860,246
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5. EBXERoBER (&) 5. TURNOVER AND SEGMENTAL INFORMATION
(continued)
(a) FE»BHRELNX —ZREK (a) Primary reporting format - business
gl (&) segments (continued)

BRERZABNEE  BEREEZRE AABNER
FRER RRETERE DHERRER Cable Moulds and Unallocated a3
Clocks and watches  Liquid crystal displays Printed circuit boards television equipment plastic casings corporate items Total
CBERE CSTME C9RRE TRME “2RF _TT0F CRERE _TEME CRERE -SIMF C9RRE CBI0E CREREF CIIME
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
ARBTR ARETT ARBTR ARETT ARKTR AZETT ARBTR ARETT ARKTT ARETT ARBTR ARHTT ARKTT AEETT
RMB'000  RMB'0G0 RMB'000 RMBOC0 RMB'000 RMVBO00 RMB'000 RMBO0O RMBY000 RMB'OC0 RMB'000 RMBO00 RMB'000  RMB'000

L Total liabiities 90,207 129011 604733 772858 128642 79135 26781 32,122 - 6 T4 83734 921,880 111399

ERfE Capital expenditure 17901 89074 12820 65007 359022 34819 216 199 1,080 16 -

67,950 191,006

FRELER Non-cash expenses

-EEEER - Depreciation of property,
RENERE plant and equipment,
and investment
properties 19978 1166/ 54076 52,182 46419 46,891 "t 834 1,311 2311 1,267 9675 123,768 123,623

~BELHRLE - Amorisation of leasehold

FRERE land and land use rights 461 461 832 82 - - - - - - - -1 1%
WRER - Provision for/feversal of

BUFHERE impaimentloss of

it/ hE tecelvables B (1307 (867 982 40 1856 1,68 (106 - 10) - - B3G9

-BEREHERE - Provsion for/reversal of
HR/ b inventory obsolescence 2,288 (39

5 12841 2774 104 69 179 12 (118 (2383 - - 15900 17,957
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5.

EEERI>BER &) 5. TURNOVER AND SEGMENTAL INFORMATION
(continued)
(b) REZHBBEENX-—EMH (b) Secondary reporting format - sales by
EoHNEERA principal market
—EERF —EFETNF
2005 2004
AR T AR FT
RMB’000 RMB’000
FEREXR Continuing operations
SlETAp] Mainland China 1,216,823 1,155,588
BB Hong Kong 163,410 172,556
Br = Europe and America 249,418 323,338
RIERHEmMI East and Southeast Asia 159,916 46,483
Hfth Others 129,017 26,774
1,918,584 1,724,739
—EETRF —EENF
2005 2004
AR T ARKEFIT
RMB’000 RMB’000
FIHERLKEXT  Discontinued operations
HR A Mainland China 18,948 17,992
e Hong Kong 9,260 14,911
28,208 32,903

HERAREEPAERR

gl

customers are located.

Sales are based on the country in which
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H g A 6. OTHER REVENUES
—EERF —ZEETNF
2005 2004
Bt aF AR T ARBTFT
Note RMB’000 RMB’000
LEYE 2 &%  Operating lease rental income
HEWA in respect of
investment properties 40,767 24,256
FHRES KA Income from maintenance
of timepieces 408 671
B EFRIREWEE Investment income from
designated deposits - 351
B8 AT 8 B WA Government subsidies 7,888 =
HAh Others 3,934 4,180
52,997 29,458
K& Representing:
FELE X Other revenues, from continuing
Z H A A operations 50,296 27,866
JEFEREER  Other revenues, from discontinued
Z H A A operations 13 2,701 1,592
7. HUKEEE 7. OTHER OPERATING LOSS

H e BREEIZERREAEER
FRABXIMBEEZERENAR
BENZFLITMEBRNARER ZE
B A AR#46,482,0007T (—EZ
/o4 A R#92,993,0007T) °

Other operating loss mainly included unrealised loss
of RMB46,482,000 (2004: RMB92,993,000) arising
from change in fair value of financial assets at fair
value through profit or loss held by the Group at the
year end.
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8. RKEHEA 8. OPERATING PROFIT
KEHNBETHIER : The following items have been included in arriving at

operating profit:

—EERRF —EENF
2005 2004
AR¥® T AR Fr
RMB’000 RMB’000
% 21 B B Auditors’ remuneration 2,643 1,555
THE 3 & i Amortisation of leasehold land
{5 FA 2 #E 5 and land use rights 1,293 1,293
H b &= Bl & = 2 5 Amortisation of other non-current assets 1,437 1,032
e Depreciation
— ¥ -BEKEHE — property, plant and equipment 110,873 109,288
—REYE — investment properties 12,895 14,335
HEME BER Loss/(gain) on disposal of property,
REBBR, CaF) plant and equipment 700 (1,416)
W) 3 2 18 Operating lease rental expenses in respect
HEXH of properties 12,050 9,331
WEYHFE 2 H Outgoings in respect of investment properties 4,475 2,411
HEREZ Repairs and maintenance expenditure 10,548 8,374
REFEREE Provisions for inventory obsolescence 15,900 17,557
o 75 B B 2 2 Research and development expenditure 49,424 45,961
N Staff costs
—IE Hek#Re - wages, salaries and bonuses 175,877 155,092
—tERkER — social insurance expenses
(Kiat11) (Note 11) 20,709 18,835
— B T&EF — staff welfare 16,416 14,275
iR ChE) Provisions for/(reversal of) impairment losses
BB B in respect of
-8B Z KK - trade receivables 6,893 11,083
— H {th fE W 5% — other receivables (1,587) (1,424)
EATFEEBR Loss from financial assets
B=ERA at fair value through
BERSHEX profit or loss
—BARrREIERZ — fair value loss (Note 7)
EiE (Mat7) 46,482 92,993
— & CEF) EE - (gain)/loss on sales (472) 41
BN mREHDD Changes in inventories of finished goods
FEEH and work in progress 14,060 (107,767)

FAMEREME REFES Raw materials and consumables used 1,169,223 1,070,445
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9. EEKSHRITHAEZ#ME 9. DIRECTORS’ AND SENIOR EXECUTIVES’

EMOLUMENTS
(a) EZSz#M= (a) Directors’ emoluments
B2 ZTRF+_-_A=+— The remunerations of the directors for the year
BEFE SRESNHF MW ended 31st December 2005 are set out below:
T
BIKER
Employer’s
4 contribution
He %% Discretionary  to pension &t
Fee Salary bonuses schemes Total
ARBTT ARETR ARETR AREFRT AREFZR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
EEScE Name of directors:
REETE Mr. Wu Guang Quan - 255 302 52 609
BEERAE Mr. Lai Wei Xuan - 100 - - 100
BExE Mr. Sui Yong - 204 238 40 482
MEREE Mr. Yan Hai Zhong - 223 282 33 538
Hmhst & Mr. Liu Rui Lin - 244 569 16 829
REARE Mr. Xu Dong Sheng - 244 310 16 570
mELE Mr. You Lei - 244 825 16 1,085
TEH() Mr. Wang Bao Ying (i) - 48 132 8 188
SFEFEE( Mr. Xu Ye Chun (i) - 131 186 40 357
ARELE Mr. Poon Chiu Kwok 104 - - - 104
BERYLE Mr. Eugene Liu 104 - - = 104
ABELE Mr. Liu Xian Fa 50 - - - 50
TRELE Mr. Wang Bin Bin 50 - - = 50
e )] Mr. Li Cheng Ning (i 50 - - = 50

FR KL (i) Mr. Ji Gui Rong (il = - - - -
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9. EERSRITHRAEZHME o

(%)

(a)

EE2ME (&)
RE-STMF+-A=+—
BLEFE SEEFHFHD

DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)
(@) Directors’ emoluments (continued)

The remunerations of the directors for the year

ended 31st December 2004 are set out below:

T
R R AR A
Employer’s
TEA contribution
e ¥ <  Discretionary to pension A5
Fee Salary bonuses schemes Total
ARETT AREFT ARETT ARETT ARETI
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
L Name of directors:
REBRE Mr. Wu Guang Quan - 225 262 40 527
RESEE Mr. Lai Wei Xuan - 58 - - 58
EELE Mr. Sui Yong - 203 219 36 458
MEREE Mr. Yan Hai Zhong - 210 825 30 1,065
by Vit Mr. Liu Rui Lin - 192 1,051 15 1,258
REARE Mr. Xu Dong Sheng - 192 181 15 388
HELE Mr. You Lei - 182 187 15 384
TR Mr. Wang Xin Kuo

(RZZZWmE (resigned in May 2004)

AARR) - 255 167 30 452
TEELE Mr. Xu Ye Chun - 207 274 40 521
ERELE Mr. Poon Chiu Kwok 107 - - - 107
BRE%EE Mr. Eugene Liu 106 - - = 106
ABELE Mr. Liu Xian Fa 50 - - - 50
TRELE Mr. Wang Bin Bin 50 - - = 50
ZE B4 A (i) Mr. Ji Gui Rong (il 50 - - - 50
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9. EEREHRTHAEZME 9. DIRECTORS’ AND SENIOR EXECUTIVES’

(#) EMOLUMENTS (continued)
(a) EEBZEME (&) (a) Directors’ emoluments (continued)

Bt &t - Notes:

(i) ERBZR:ADANTES (i) Change of directors: Mr. Xu Ye Chun,
TEEZEER-ZZTTHF executive director of the Company, passed
+ At A#tH - RIEAR A away on 7th July 2005. Pursuant to the
B FEHAEENR_ZT articles of association of the Company, at the
AFNANBEZEAR 2005 Interim Board Meeting of the Company
NAIZHITEF TEBL held on 9th August 2005, the Board appointed
EZEBHBE_TETRFN Mr. Wang Bao Ying as the executive director
AABEZZFZEXNFAR of the Company until the conclusion of the
AEAR-ZETAFREA 2005 annual general meeting to be held in
FAERHERBIE- 20086.

(ii) RZZETRF=A=TAh (ii) At the First Extraordinary General Meeting
HERZARRZZEZT A 2005 convened on 29th March 2005, Mr. Ji
FEEF—ARABREBFIRS Gui Rong resigned as a non-executive Director
FEFELLLEALABE of the Company due to his busy working
TEHARRFENTES schedules and his resignation was approved
B BEIRBELELERAR at the meeting. It was also resolved that Mr. Li
ARERTES HAEHB Cheng Ning be elected as a non-executive
—TTRF=A=+NH Director of the Company for a term of office
BE_TTENFERZZ commencing form 29th March 2005 until the
TR FERRBERE conclusion of the 2005 annual general meeting
TERER ZZETAFE to be held in 2006. No emolument paid to
RABARMEERLEES Mr. Ji Gui Rong by the Company during 2005.
%o

SRV -

LRERREBENTEILF Directors’ fees disclosed above include

+h o= % " —

PMITEFHARME258,0007T RMB258,000 (2004: RMB263,000) paid to

_ == . ek . , .

(ZFZMF: ARK263,000 independent non-executive directors.

JT) °

RARGF - T 5O T () A None of the directors waived any emoluments

2 (ZFTMFEE) - during the year (2004: Nil).

(b) HuUBEFHMAL (b) Five highest paid individuals

—PTAR-FETMEEAK
B AT B R ARY A
ARAEE EF2HFMFF
GENSETE T

All of the five highest paid individuals in the
Group for the years of 2005 and 2004 are

directors of the Company whose emoluments

are reflected in the analysis presented above.
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10. BEAAEX - FH 10. FINANCE COSTS - NET
—EETHF —ETWF
2005 2004
K & ARMTFTT AR F
Note RMB’000 RMB’000
FEFZH: Interest expenses
—RITE X — bank borrowings 24,736 17,960
—HiERK — other borrowing 290 154
—BHIREEEM - discounted bills 4,703 4,707
FEWA Interest income
—RITFE X — bank deposits (5,402) (1,675)
SNEE X 5 0% Net foreign exchange transaction
() /HBK (gain)/loss (1,875) 779
Hity Others 2,156 3,327
24,608 25,252
K& Representing:
FHELEXERS Finance expense, net, from
Z BB B A —
et continuing operations 23,778 24,608
JEHEELEET  Finance expense, net, from
Z BB KA —

e discontinued operations 13 830 644
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11.

HER BT E 11.

AEBELHEBRYITHERERSD
BONEEZRBTERE #%1%M+§IJ
REEEERE A5EE A ARFI
magrREREMNEERBRESRE
BERBRES EXEHINAEEEAH
M19% % 9% - NEB A RIFEEEFH
14%R7%  HARRIBREB ARG &
o

REBEA LGRS RITHE
RKERARAEXN—REEERME

SOCIAL INSURANCE SCHEMES

The Group has participated in certain social insurance
schemes in respect of retirement and health managed
by 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.

Pursuant to the above social insurance schemes,

SMSSAB is responsible for medical expenses and

RKeETFTAEEEREERERKES- pension of the existing and retired employees of the
Group.

AEEMN LA SREERS: Social insurance expenses for the year are as follows:

—EERF —EENF

2005 2004

AR T ARKT T

RMB’000 RMB’000

BEZRBES Retirement insurance 15,213 14,640

BERFkRES Health insurance 4,776 3,569

H Others 720 626

20,709 18,835
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12.

BiI1H

REABAGHE AERERRIE
BB AR DR REE QR E
R ED15% » TR E A & A H) 2
A ERARNERIZ% - N FEAE
LERABRTIGERLE AMEAK
WETAMFEEBE BEENFE
e MERIERREER 2 = F R ¥ =L

12,

TAXATION CHARGE

Pursuant to the relevant income tax laws of the PRC,
the Group and its associates established in the
Shenzhen Special Economic Zone are subject to
income tax at a rate of 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

R ER- 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.

AREEMBZ HBE: Taxation charge for the year are as follows:

—EZhF —EZNF
2005 2004
AR¥® T ARBFT
RMB’000 RMB’000
NEEHRHMPE  Current PRC enterprise
Fr 45 %t income tax 12,949 14,856
AR E B 18 Deferred tax
(Hfzt24) (Note 24) 4,785 (5,361)
17,734 9,495
K& Representing:
RELEXED Current PRC income tax, from continuing
2 BT 1S operations
g 17,704 9,475
JEFEKEER  Current PRC income tax, from discontinued
2 BT 1S A operations (Note 13)
B (Hfat13) 30 20
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12.

BIE (&) 12.
AEBTRAEHERBREBRBTA

@ A RERR AR R R B AR 2 &
ABMERMAFTE ZHRBAEZRNMT

TAXATION CHARGE (continued)

The tax on the Group’s profit before taxation differs
from the theoretical amount that would arise using the
tax rates of the home country of the Company and its
subsidiaries as follows:

—EETHF —ETWF
2005 2004
ARM T AR F
RMB’000 RMB’000
B %% Al g Profit before taxation 62,453 20,777
b7 /NI Tax calculated at the tax rates
B ARSB applicable to the Company
A2 Bi=X and its subsidiaries ranging
(15% = 33%) from 15% to 33%
REZHREA 9,331 3,117
KRR ERRLEIE Tax effect on unrecognised
M IB & tax losses 3,246 1,845
D= RNT R Tax effect of subsidiaries which were entitled
2B to exemption or reduction of income tax (10,132) (10,737)
TEEMZER  Expenses not deductible for
MR IRE & tax purpose 15,907 15,328
TEHF WA Income not subject to tax (618) (58)
HIES M Tax charge 17,734 9,495
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13.

FIFEREER

KRR ZEZERFE+=_A=+—H
HEFIMERERRALBRE G AT
B4.5%M L IE HEEHBAEARK
9,833,00070 Fl#210% KRB E A
AEHENRE-ARRIIMERE
REABRE G R R WIERERER
DEEE AR AT B REFIES
R SR HIHE CEEEMR

13.

DISCONTINUED OPERATIONS

On 31st December 2005, the Company disposed of
64.5% equity interest in Shenzhen Aero-Precision
Mould and Plastics Company Limited at a cash
consideration of RMB9,833,000, and retained the
remaining 10% equity interest in available-for-sale
investment. Since the business of Shenzhen Aero-
Precision Mould and Plastics Company Limited was
presented as one separate segment, the disposal was

EMERFEEDAT: reported in the financial statements as a discontinued
operation. The sales, results, cash flows and net assets
were as follows:

—ERRF —FENEF

2005 2004

Bt & AR T AR Fr
Note RMB’000 RMB’000

FIHBELEEETNK  Discontinued operations

Bk Income statement

= 3 Turnover 5 28,208 32,903

5 & B AR Cost of sales (26,391) (30,855)

H A U A Other revenue 6 2,701 1,592

EREEA General and administrative expenses (3,655) (4,431)

K EE R (B518) Operating profit/(loss) 863 (791)

BERRA —F5  Finance costs — net 10 (830) (644)

B 3 A& A Profit/(loss) before

(E598) taxation 33 (1,435)
I8 Taxation charge 12 (30) (20)
3 (1,455)

& ERE R Loss on sales of discontinued

operations (3,699) -
FIHBEEEENH  Loss for the year from discontinued
BRBZEER operations (3,696) (1,455)

FE1G Attributable to:

KNAREZHEAE A Equity holders of the Company (3,697) (1,084)

DER R Minority interests 1 (371)

(3,696) (1,455)
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13.

FFEREEL (&) 13. DISCONTINUED OPERATIONS (continued)
HIEHER
At disposal —EFTMF
date 2004
AR% T ARKETFT
RMB’000 RMB’000
B EESEXR Condensed balance sheet
ERBEE Non-current assets 20,711 15,200
He kB eEEY Cash and cash equivalents 2,423 1,381
Hthmeh & E Other current assets 18,107 21,531
BEE Total assets 41,241 38,112
FEN=NE Total liabilities (20,261) (17,135)
HEE Net assets 20,980 20,977
—ERRF —FENEF
2005 2004
AR% T ARKETFT
RMB’000 RMB’000
HERER Cash flow statement
EEEEESERN  Net cash (outflow)/inflow from
BeF GRH) /  operating activities
MAZE (647) 1,986
KEEHELR  Net cash inflow from
REFRAR investing activities 689 138
BEEBELER  Net cash inflow/(outflow) from
BEFRAS financing activities
(mit) £ 1,000 (2,500)
& E KA Total cash inflows
WEFRARE 1,042 (376)
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14, XA TEBEZEEAEMLETR, 14. PROFIT/(LOSS) ATTRIBUTABLE TO EQUITY

(B#8]) HOLDERS OF THE COMPANY
EEARRMBREARBR ZEHZE— The profit attributable to equity holders for the year
TERFE+_A=t+—HItFE®E ended 31st December 2005 is dealt with in the financial
=RFAABRMLREF (KRB A% statements of the Company to the extent of a profit of
=OART AN B AR KB E R R E approximately RMB2,772,000 (2004: loss of
B) A ANRK2772,000C (ZEZ approximately RMB77,397,000).

4 B4 AR 77,397,0007T) °

15. BRER  (E#8) 15. EARNINGS/(LOSS) PER SHARE
BREAMEERF  (EB) 2% Basic and diluted earnings/(loss) per share is calculated
HRAEF (B18) 2B AEFE by dividing the net profit/(loss) by the number of
BT ERRREC ordinary shares in issue during the year.

—EERRF —EENF
2005 2004
(E51&)
(Restated)
BEREXEK Continuing operations
KA F = Profit/(loss) attributable to equity holders
A ARG of the Company (RMB’000)
ar, (&E#8)
(AR®F7T) 20,648 (19,525)
BEITEBER Number of ordinary shares in issue
P& & (F %) (thousands) 642,000 642,000
BRAF Basic and diluted earnings/(loss) per share
(E518) &R (RMB per share)
(AR BR) 0.0322 (0.0304)
FEFEEEXI Discontinued operations
KA RS Loss attributable to equity holders
BB A of the Company (RMB’000)
FEAE B8
(AR®FIT) (3,697) (1,084)
BEITEBER Number of ordinary shares in issue
P& B (F %) (thousands) 642,000 642,000
BREE AKX Basic and diluted loss per share
£ 55 (RMB per share)

(AR¥ /" 81) (0.0058) (0.0017)
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16.

B2 DIVIDENDS
—EERF —ZEETNF
2005 2004
AR¥FT ARETF T
RMB’000 RMB’000
FRAIEIRA RS
RERE: AR
¥ R0.0137T* Dividends declared before year end
(ZEZTNF: Final, RMBO0.013* per share
AR®EFH0.037T) (2004: 0.093) 8,346 19,260
FiR1&EBR A KRER B
RERE AR Dividends proposed after year end
¥ & 1%0.0067T Final, RMB0.006 per share
—ZEETNF: (2004: RMB0.013 per
AR®F0.0137T) share) 3,852 8,346

Y CERFERHRER - EERFER

R-ZBEZEXFHATAB ARAFE
EEEBR _TTAFFEBRANRER
AR¥0.0067T - 15 TR 32 3 Kk 3 1O AR A
BERREMMBRRT  MERE
FE_ZEERF+_A=+—RHIF
ERAENBOFEDEARK-

* Final dividends for 2004 declared in 2005.

At the Board of director’s meeting held on 19th April

2006, the directors proposed a final dividend of

RMBO0.006 per share for the year ended 31st December

2005. This proposed dividend is not reflected as a

dividend payable in the financial statements, but will

be reflected as an appropriation of retained earnings

for the year ending 31st December 2006.
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17.

ME-BERRE 17. PROPERTY, PLANT AND EQUIPMENT
KEH Group
e S fas
2004
Bl 1
Equipment  E# T A
BF and Motor R
Buildings  machinery vehicles Total

ARBTT ARETT ARETT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

BAS, FEEE Cost/valuation
BZ=-ZZWMHE Year ended 31st December
+=ZA=+—H 2004

ILEE
FARR At beginning of year 471,730 768,794 28,497 1,269,021
FERIREHEHA Transfer from

(Kt£19) construction-in-progress

(Note 19) 2,997 21,765 = 24,762

NE Additions 34,601 58,461 5,384 98,446
anl== Disposals (17,973) (25,667) (1,017) (44,657)
TEMEE A Transfer from investment

(K1a£18) properties (Note 18) 5,092 = = 5,092
ENHEEREME Reclassification to investment

(K1a£18) properties (Note 18) (4,073) = = (4,073)
FOREREE At end of year 492,374 823,353 32,864 1,348,591
R*&: Representing:
DN At cost 271,789 330,461 13,254 615,504
R E At valuation 220,585 492,892 19,610 733,087

492,374 823,353 32,864 1,348,591
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17. X -BERRE (4) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
REE (&) Group (continued)
e S fas
2004
Bl 1

Equipment  E# T A
BF and Motor R
Buildings  machinery vehicles Total

ARBTT ARETT ARETT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

Rt E Accumulated depreciation
FHAREE At beginning of year 110,430 292,722 18,128 421,280
REFEFTIR Charge for the year 24,437 81,908 2,943 109,288
anl= Disposals (14,301) (21,912) (939) (37,152)
REYEE A Transfer from investment

(K1a£18) properties (Note 18) 943 = = 943
EHEEXEYE Reclassification to investment

(K1a£18) properties (Note 18) (1,057) = = (1,057)
FREARE At end of year 120,452 352,718 20,132 493,302
BRE R E Net book amount
FREARE At end of year 371,922 470,635 12,732 855,289
FHIERER At beginning of year 361,300 476,072 10,369 847,741
MRV E KR BRI R 5T Had the property, plant and equipment been carried
HEIR AREERAT: at cost less accumulated depreciation, the carrying

amounts would have been:

[N Cost 472,761 801,269 32,864 1,306,894
2 e Accumulated depreciation 108,271 330,350 20,132 458,753

BREFE Net book amount 364,490 470,919 12,732 848,141
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17.

ME-BERRKE (&) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
REE (&) Group (continued)
—EERF
2005
RER MR
Equipment EHTAH
BF and Motor 4
Buildings machinery vehicles Total
AR Fr NE¥TT AR®Fr ARETT
RMB’000 RMB’000 RMB’000 RMB’000
R T E Cost/valuation
BEZE=-ZZHHFE Year ended 31st December
+=HA=+—H 2005
IEEE
FERER At beginning of year 492,374 823,353 32,864 1,348,591
EEIEEA Transfer from
(Kt:£19) construction-in-progress
(Note 19) 1,185 33,602 = 34,787
NE Additions 12,547 44,269 3,141 59,957
& Disposals (5,069) (28,781) (2,656) (36,506)
"EYEE A Transfer from investment
(KiE18) properties (Note 18) 2,838 — = 2,838
ENHEEREWE Reclassification to investment
(K1a£18) properties (Note 18) (4,524) = = (4,524)
i EHE A A Disposal of a subsidiary (13,671) (20,638) (1,865) (36,174)
FREREE At end of year 485,680 851,805 31,484 1,368,969
v Representing:
K AR At cost 285,521 408,332 16,395 710,248
R EE At valuation 200,159 443,473 15,089 658,721
485,680 851,805 31,484 1,368,969
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17. X -BERRE (4) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
AEE (&) Group (continued)
—BERF
2005
B4

Equipment EHTAH
BF and Motor w
Buildings machinery vehicles Total

AR TR ARMTT ARBTT AR® TR
RMB’000 RMB’000 RMB’000 RMB’000

2t E Accumulated depreciation
FHEREER At beginning of year 120,452 352,718 20,132 493,302
REFE 1R Charge for the year 23,526 83,602 3,745 110,873
& Disposals (5,069) (24,224) (2,318) (31,611)
HEMEE A Transfer from investment

(K1a£18) properties (Note 18) 163 = = 163
BN EEREYE Reclassification to investment

(K1a£18) properties (Note 18) (3,231) = = (3,231)
i EHE A A Disposal of a subsidiary (4,102) (14,685) (1,722) (20,509)
FREATE At end of year 131,739 397,411 19,837 548,987
REFE Net book amount
FREREE At end of year 353,941 454,394 11,647 819,982
F R At beginning of year 371,922 470,635 12,732 855,289
MRV BB R R AERK AR R Had the property, plant and equipment been carried
FTTEYER  AIBREmENT: at cost less accumulated depreciation, the carrying

amounts would have been:

B AN Cost 466,067 829,721 31,484 1,327,272
i Accumulated depreciation 119,558 375,043 19,837 514,438

BREFE Net book amount 346,509 454 678 11,647 812,834
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17. X -BERRE (4) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
KA F Company
—_ZTT M
2004
Bl 1
Equipment  E# T A
BF and Motor Rk
Buildings  machinery vehicles Total

ARBTT ARETT ARETT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

RAS FE A Cost/valuation
BZ=-ZZ WM& Year ended 31st December
+=ZA=+—H 2004

IEEE

FYIERER At beginning of year 21,925 110 4,103 26,138

FREREE At end of year 21,925 110 4,103 26,138

R%: Representing:

¥z A AN At cost = 13 = 13

B EE At valuation 21,925 97 4,103 26,125
21,925 110 4,103 26,138

A5t E Accumulated depreciation

FYIERER At beginning of year 8,055 89 2,930 11,074

REFER Charge for the year 828 2 410 1,240

F R At end of year 8,883 91 3,340 12,314

BREFE Net book amount

FRERER At end of year 13,042 19 763 13,824

FHEREER At beginning of year 13,870 21 1,173 15,064
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17. X -BERRE (4) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
AKAT (4£) Company (continued)
MRV B E KRR EBIEK AR R 5 Had the property, plant and equipment been carried

WEIK QIREESNT:

amounts would have been:

at cost less accumulated depreciation, the carrying

—EETNF
2004
= R ES

Equipment  E# T A
¥ and Motor 4BEE
Buildings  machinery vehicles Total
ARSFT ANREFT ARBEFT ARKTTL
RMB’000  RMB’000  RMB’000  RMB’000
B R Cost 21,925 110 4,103 26,138
ZRErTE Accumulated depreciation 8,883 91 3,340 12,314
REEE Net book amount 13,042 19 763 13,824
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17.

ME-BERRE &) 17. PROPERTY, PLANT AND EQUIPMENT (continued)
AKAT (4£) Company (continued)
—EERHF
2005
BRE A
Equipment EHTAH
gF and Motor PR
Buildings machinery vehicles Total
AR T T AR Tt AR Tt AR¥ETFT
RMB’000 RMB’000 RMB’000 RMB’000
R FEE Cost/valuation
HBZ=-ZZHF Year ended 31st December
+=—HA=+—H 2005
IEEE
FYIERER At beginning of year 21,925 110 4,103 26,138
e Disposals - - (33) (33)
FRERER At end of year 21,925 110 4,070 26,105
(S Representing:
TR A At cost = 13 = 13
B E At valuation 21,925 97 4,070 26,092
21,925 110 4,070 26,105
2t E Accumulated depreciation
FHEREER At beginning of year 8,883 91 3,340 12,314
NFE iR Charge for the year 855 2 410 1,267
e Disposals - - (28) (28)
FREREE At end of year 9,738 93 3,722 13,553
BREFE Net book amount
FRERER At end of year 12,187 17 348 12,552
FUIERER At beginning of year 13,042 19 763 13,824
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17.

ME-BERRE (&)

ARAT (&)

MRME B RREBERAR R
FESR AIREENT:

17.

PROPERTY, PLANT AND EQUIPMENT (continued)
Company (continued)

Had the property, plant and equipment been carried
at cost less accumulated depreciation, the carrying
amounts would have been:

—ETERF
2005
RERHEE

Equipment E#HTAHE
BF and Motor %8
Buildings machinery vehicles Total
ARETT AR¥TFT AR¥Fr ARETRT
RMB’000 RMB’000 RMB’000 RMB’000
B R Cost 21,925 110 4,070 26,105
ZRErTE Accumulated depreciation 9,738 93 3,722 13,553
REEE Net book amount 12,187 17 348 12,552

REBZYE HEREZEEHR—F
B 5% 8 57 5 F (Bl R DNl T IS 5 B A
(BE)FHBR2AE (DRYIEE])
N—BEE-_F+_HA=+—HBHHTH
BEXEBEXNAEELHTH EHE
BT -4+ - A=+—HHNEM
BEREEAER-

WEEREFR ARKS8,454,0007T
(ZZTZTWF: AR¥86,956,0007T)
EEEEGAATRIZH ARK
5,015,000 (ZZEZEWHF: ARK
3,548,0007T) st ASHE R HEE KA -
A R#A17,404,0007T (— T Z 4 :
AR #¥18,784,0007T) Al AT &
FAH o

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
Co., Ltd.
independent valuer registered in the PRC. The revalued

Appraisal (“Shenzhen Pengxin”), an
amounts were not materially different from the carrying
values of property, plant and equipment as at 31st
December 2002.

Depreciation expense of RMB88,454,000 (2004:
RMB86,956,000) has been charged in cost of goods
sold, RMB5,015,000 (2004: RMB3,548,000) in selling
and marketing costs and RMB17,404,000 (2004:
RMB18,784,000) in administrative expenses.
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17.

ME -BERKE (#)
AEBRARZEDAHUNTEEA
% F R PTE &Y L 30 (E P A ORI
T AR & K £ 30 B 32 B T 30-50
FEAH-

REEBMARBFMEENEFTS B
EHETHWMELEY EXEMNER
EELYABARE111,735,0000T (= F
T P04 AR#131,768,0007T) 1A
K¥12,187,000t (ZEZMF: AR
#13,042,0007T) ° A 88 7] S b fh &t
BFPRHEEL M EBEEE WLEE
FRMEE L N i BERGERAK
B RERMF20— [FAE i &
FREIPEBEE-

AegrI LT HER TR EE L
NEEHAREEREATE ARMZ
ERTFTHHEE L R20-36F 5H T
B BEFGEERRMELY: Ri)ZE
HEBTHEREREREEREE
RER REZEHEE FTREIAR
REFEINR EERmETEERE
Bire

17.

PROPERTY, PLANT AND EQUIPMENT (continued)
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 30-50 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
RMB111,735,000 (2004: RMB131,768,000) and
RMB12,187,000 (2004: RMB13,042,000) respectively.
Because of an inability to estimate reliably the element
of leasehold land value attributable to the leasehold
properties, leasehold land and land use rights in respect
of these properties are not separately classified under
the heading of “Leasehold land and land use rights”
as disclosed in Note 20 to the financial statements.

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.
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17.

ME-BERKE (&)
R-_EERF+-_RA=+—H %E
4 A AR 3,056,000 B — 1R 1& F
(ZZEZ W F: AR %16,456,0007T K9
MIRETF) EERBA QR ZHER A
—FIEHBRERSZVERA T
FEHETERAREK2,600,0007T
ZEENFRIEHREREREM
ERARRFYBEZEELBEERA
A E5 R 1T B % A K # 12,000,000
L) ZEAR-Z—FEHNBARKE
180,742,000 Z T T F : AR
185,120,0007T) KR EF EE B
AEIZWB AR —FIKEHEFR
MBERARNEGRBRITERARK
35,000,0007C (ZZEZMF: AR
35,000,0007T) < HE#F ah (FisES31) °

17.

PROPERTY, PLANT AND EQUIPMENT (continued)
As of 31st December 2005, one plant building with a
net book value of approximately RMB3,056,000 (2004
two plant buildings with an aggregate net book value
of RMB16,456,000) was pledged for short-term bank
loans of RMB2,600,000 made available to Shenzhen
Maiwei Cable TV Equipments Co., Ltd. (2004:
RMB12,000,000 to Shenzhen Maiwei Cable TV
Equipments Co., Ltd. & Shenzhen Aero-Precision Mould
and Plastics Co., Ltd.). Another two plant buildings with
an aggregate net book value of approximately
RMB180,742,000 (2004: RMB185,120,000) was pledged
for a long-term bank loan of RMB35,000,000 (2004:
RMB35,000,000) made available to Shenzhen Tian Ma
Microelectronics Co., Ltd., a subsidiary of the Group
(Note 31).
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18. REW=x 18. INVESTMENT PROPERTIES
rEH
Group
—EERF —ZEENF
2005 2004
AR¥TFT ARKTIT
RMB’000 RMB’000
AREE Carrying amount
FHEREER At beginning of year 282,408 108,569
EETEEA Transfer from construction-in-progress
(Kt:£19) (Note 19) = 174,858
EEEEE A Reclassification from property, plant
(Ktz£17) and equipment (Note 17) 4,524 4,073
EN0BEZEEE Transfer to property, plant and equipment
BE (Kit17) (Note 17) (2,838) (5,092)
i & KB A A Disposal of a subsidiary (4,273) =
FREBER At end of year 279,821 282,408
REHE Accumulated depreciation
F IR At beginning of year 60,476 46,027
NEGFHE Charge for the year 12,895 14,335
EEEEE A Reclassification from property, plant
(KHtE17) and equipment (Note 17) 3,231 1,057
ESDBRZEEE Transfer to property, plant
BE (Ki17) and equipment (Note 17) (163) (943)
i EHE A A Disposal of a subsidiary (1,392) -
FRERTE At end of year 75,047 60,476
B Net book value
FRE|ER At end of year 204,774 221,932
FYEREE At beginning of year 221,932 62,542
EEMHE Directors’ valuation
—BERABMAE - including the valuation of the relevant

4 H#BFRIB leasehold land payments 506,166 397,451
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18. REWX (&) 18.

AEBROBREMEIDMRFPBEEA -
H AR B 08 & £ 4 B R I T T AR
K EE B T 30-505 F A it
EREMER_ZETAF+=_A=+
—BEZZEZENF+=A=+—HHN
HETHESRAFEMEEREDF

INVESTMENT PROPERTIES (continued)

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 30-50 years. The valuation
for the investment properties at 31st December 2005
and 2004 were determined by the directors on an open

fdy o market value basis.
19. EEIRE 19. CONSTRUCTION-IN-PROGRESS
REH ¥ NN
Group Company
—EERRFE —_TTNF ZBERF —_TTOEF
2005 2004 2005 2004
AR T ARMFiT ANR¥FiT ARKEFIT
RMB’000 RMB’000 RMB’000 RMB’000
F IR At beginning of year 36,303 143,364 - -
nNE Additions 7,993 92,559 - -
HAME -BE Transfer to property, plant and
&4 (ffaE17)  equipment (Note 17) (34,787) (24,762) = =
AR EY = Transfer to investment
(K1a£18) properties (Note 18) -  (174,858) = =
FORERER At end of year 9,509 36,303 - -
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20. HELHWR THFERE 20. LEASEHOLD LAND AND LAND USE RIGHTS

REH
Group

—ZERF —EFETMNF

2005 2004

AR T AR FT

RMB’000 RMB’000

B— A —HZ/FE Net book value at 1st January 36,746 38,039

1 55 Amortisation (1,293) (1,293)

RN+ =—HA=+—H Net book value

2R A at 31st December 35,453 36,746
ZHEE B Representing by nature:
‘"EYHE Investment properties 15,543 16,004
Hh ) % Other properties 19,910 20,742
35,453 36,746
AEEHEE LU RRRBZEA I The Group’s leasehold land is situated in the PRC and
AFEIMmREETHEERE T was granted by Town Planning and Land Administration
30-504F {&£ F Ef - Bureau of Shenzhen for a period of 30-50 years from

date of grant.
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21. AfBATRZKRE 21. INVESTMENTS IN SUBSIDIARIES
VNN |
Company
—EEREF —EETPO4F
2005 2004
AR T AR Fr
RMB’000 RMB’000
(E71£)
(Restated)
LB R Investment at cost:
— W& ®» — shares in listed companies 387,946 387,946
—3ELEmH — unlisted equity interest 184,074 189,404
572,020 577,350

RZBZTHAF+=-_A=+—H &2
AEZRAEA TIARREZERRIERN
SEIZRAREERBOEERA
BENIEMBAR (ZFARART
B REMACAL) B A

As at 31st December 2005, the Company had direct
interests in the following major subsidiaries which, in
the opinion of the Directors, materially contribute to
the net results of the Group or held a material portion
of the assets or liabilities of the Group (all incorporated/

established and operating in the PRC):

it/ RIAH NG LA 3
Date of BAL EfE R LEER TEEH
WEARER incorporation/ Attributable Registered Type of Principal
Name of subsidiary establishment equity interest capital legal entity activities
ZEERE —TEIQNF
2005 2004
ATREE (RE) —WNEF 52.24%  52.24% ARE RAERRA RERHEF&
RAERAA =R=1H 249,318,000 (AR LWAR)  Manufacture
Shenzhen Fiyta 30th March 1990 RMB249,318,000  Joint stock company and sale of
Holdings Limited (listed on the watches and
Shenzhen Stock clocks
Exchange)
RIRSHEFRH -M\Z% 59.85%  59.85% AR% RABRAR HERHE
ARAT +-ANH 265,540,000 (R EARR) BB
Shenzhen Tian Ma 8th November RMB265,540,000  Joint stock company  Manufacture
Microelectronics Co., Ltd. 1983 (listed on the and sale of
Shenzhen Stock liquid crystal
Exchange) displays
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21, RMBRAZRE (&)

21. INVESTMENTS IN SUBSIDIARIES (continued)

Hft/BLAE NG 3
Date of BAt &R EER TEXH
WEARER incorporation/ Attributable Registered Type of Principal
Name of subsidiary establishment equity interest capital legal entity activities
ZEERE —TEINF
2005 2004
AIABEEBRAR - NNAEE 95% 9% ARE BREEAR St RHE
Shenzhen Shennan tA=H 130,000,0007C  Limited liability HEER
Circuit Co., Ltd. 3rd July 1984 RMB130,000,000 company Manufacture and
sale of printed
circuit boards
RANEBREREREM —“An—#F 60% 60% ARE aEME RERHERR
ARARA NA=H 20,000,0007c  Contractual ERZREM
Shenzhen Maiwei Cable 3rd August 1991 RMB20,000,000 joint venture Manufacture and
TV Equipments sale of
Co., Ltd. glectronic
components
of cable
television
appliances
AP REEET Z2%h% 51% ARE BABRRAERF TIREB T
BEERAR —“A-txH 10,000,000t Limited liability EmNRER
Shenzhen CAERO 26th February 2005 RMB10,000,000 company MR
Digital Display Inc. il
Research and
develop and
sale of digital

displays
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22, REBEEQNTZRE 22. INVESTMENTS IN ASSOCIATES
REE KA F
Group Company
—EERF —_TTNF —BERF —_TTNONF
2005 2004 2005 2004
ARMFr NREFT AR¥Fr ARKTTL
RMB’000 RMB’000 RMB’000  RMB’000
(E51&)
(Restated)
F 4 At beginning of year 34,776 28,902 5,011 5,011
NE Additions - 8,276 - =
FE (5 B = R A Share of loss of
Z 1 associates (5,476) (2,402) = -
e Disposal (2,051) = - =
FaR At end of year 27,249 34,776 5,011 5,011

RZTFTRAF+-_A=+—8 42
FIEZER NI E AR A ER:

As at 31st December 2005, the Company had direct
interests in the following major associates:

IEER
2R/ RIRS ARRfEZ Principal
Date of EREAL tEER activities/place of
NGRS incorporation/ Attributable &R Type of incorporation
Name of associate establishment equity interest Registered capital legal entity and operation
ZEERF  CEIQE
2005 2004
TR BB 1 2 “WRE 50% 50%  %71,595,000 ALK RERHELRR T H
ERAR t-AtHA USD1,595,000 Contractual Manufacture and
GASTIC-SMP Machinery 15th November 1986 joint venture sale of dry cleaning
Corporation Limited machines, PRC
MIRRTEEH “AANE 30% 30%  ARH3400,0007 RERE HERFET2Em RE
BRAH —ATtA RMBS,400,000 Contractual Manufacture and
Shenzhen Shenrong 17th January 1989 joint venture sale of plastic casings,

Engineering Plastics
Co., Ltd.

PRC
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22. RBELQNRZRE (#) 22. INVESTMENTS IN ASSOCIATES (continued)
TEEE
M/ LA S RRAfZ Principal
Date of ERE tEER activities/place of
NGRS incorporation/ Attributable HMER Type of incorporation
Name of associate establishment equity interest Registered capital legal entity and operation
ZEE2RE I[N
2005 2004
ERREAT “TIME 25% 25%  %71,500,000 ALY EERERHERS
HYVIX Co., Ltd. =AEA USD1,500,000 Contractual ErgRlEn &8
5th March 2004 joint venture Manufacture, research

and sale of liquid
crystal displays, Korea

KEBEFEHME Nal (2B A The Group’s share of the results of its principal
) WEEBE AT RN, (BEE) associates, all of which are unlisted, and its share of
REMEE (BFEAE/E) OT: the assets (including liabilities) are as follows:
—ETREF
2005
BR
(E51#E)
BE =R 'ON Profit/
Assets Liabilities Revenues (loss)

AR TR ARBTT ARBTRT AR®TrR
RMB’000 RMB’000 RMB’000 RMB’000

7 I R 4 A CASTIC-SMP Machinery

HEBHRRA A Corporation Limited 25,258 4,406 17,034 (680)
RN RE B Shenzhen Shenrong Engineering

film B R A A Plastics Co., Ltd. 5,108 1,203 6,258 221
=N /N] HYVIX Co., Ltd. 1,729 879 297 (5,017)

32,095 6,488 23,589 (5,476)
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22. ABEQXRZEE (&) 22. INVESTMENTS IN ASSOCIATES (continued)
—FETMF
2004
&aH,
()
BE AafE WA Profit/
Assets Liabilities Revenues (loss)

ARETT ARETT ARETT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

7 I R 4 A CASTIC-SMP Machinery
HEARA A Corporation Limited 24,830 3,297 12,442 6
RN RE B R Shenzhen Shenrong Engineering
%l 52 A R A 7] Plastics Co., Ltd. 5,283 2,583 5,112 3
=R A /N HYVIX Co., Ltd. 1,907 830 171 (2,411)
32,020 6,710 17,725 (2,402)
23. AEHHEENKRE 23. AVAILABLE-FOR-SALE INVESTMENTS
REE PN
Group Company
—EERF —TTNF ZE2ZTHREFE —_TTMF
2005 2004 2005 2004

AR TR ARETT ARBTR ARFETT
RMB’000 RMB’000  RMB’000  RMB’000

R AERERE  Investments in promoters’

PASN £ A & shares of a company
EANRZKE listed outside Hong Kong,
at cost 6,910 6,910 - -
B A BER Investments in shares of
JEETAF unlisted companies,
Bt 2 & E at cost 6,678 4,580 1,400 -
B ORE B Less: provision for
impairment losses (820) (820) - -

12,768 10,670 1,400 =
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23.

24.

AHHENKRE (&) 23.

AEEAHEENRERE LM AR
FEABRZKE HEEFLBARL
FIRATERPIE - AR IE E T A A
ZBM R E G ERRT S A RHED
BEMEMAEAITOHRER[GT AR
B T30 BABCA R 2 B B R 5HR
(=Rl

IE E B 18 24.

ERAENHTENBRBEREAEE
HFEAMBAERE BREEMEH
W R R — B R R - Rl AT R RE P A5
MEERABEREHE - KENSE
m

AVAILABLE-FOR-SALE
(continued)

INVESTMENTS

The Group’s available-for-sale 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 whose fair value cannot be
reliably measured using valuation techniques.
Accordingly, these investments are carried at cost less

accumulated impairment losses.

DEFERRED TAX

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

—EERF —ETWMF
2005 2004
AR T AR F
RMB’000 RMB’000
RIER IR & - Deferred tax assets:
—iHBi@12{8 A% - Deferred tax asset to be
1z [B] # i FE recovered after more than
MIA & E 12 months 31,645 31,645
— 12 AR — Deferred tax asset to be
I B /9 35 recovered within 12 months
IR E E - 5,439
31,645 37,084
BREREEE: Deferred tax liabilities:
— 12 A A — Deferred tax liability to be
X HIE recovered within 12 months
EHIAE R - (654)
31,645 36,430
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24, ERLEHIE (8)

EIEFFBHARMAEFHMT

24.

DEFERRED TAX (continued)

The gross movement on the deferred income tax

account is as follows:

—EERF —ZEETNF
2005 2004
AR T ARBTFT
RMB’000 RMB’000
F 4 Beginning of the year 36,430 31,069
FFAEZE Income statement (charge)/credit
(Biat12) (Note 12) (4,785) 5,361
F R End of the year 31,645 36,430
EEF IR A = Deferred tax assets:
ARGM
BEZRE
BAAETS
TRREERS TREE RzBX
Provision for BEEE Fair value
impairment Provision for losses of
losses on trade inventory trading &%
receivables obsolescence investments Total
R-ZZNE—F—H At 1st January 2004 18,939 18,746 323 33,008
AR Credited to the income statement 1,803 847 1,426 4,076
RZTTMF At 31st December 2004 20,742 14,593 1,749 37,084
+-A=+-H
FAER Charged to the income statement (260) (4,915) (264) (5,439)
R-ZEZRF At 31st December 2005
+=ZHA=+—-H 20,482 9,678 1,485 31,645
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24.

EEBE (&)

24.

DEFERRED TAX (continued)

RAERIE A & Deferred tax liabilities:
RE5 AWME-
BEREER
ME-BER BREWEZ
REEMGEE BEHEE
Revaluation Revaluation
surplus of surplus
property, plant  of investment &%
and equipment properties Total
RZZEZMEF At 1st January 2004
—HA—H (1,037) (902) (1,939)
SFAB= Credited to the income statement 687 598 1,285
R_EZMF At 31st December 2004
+-B=+—8 (350) (304) (654)
AR Credited to the income statement 350 304 654
R-ZERF
+=ZHA=+—H At 31st December 2005 - - =

AERBPARIBEREEHEAEE

The potential deferred tax assets not accounted for in

SR : the accounts amounted to:
—ZETRF —ZTTF
2005 2004
AR¥® T AR Tr
RMB’000 RMB’000
i 18 B 18 Tax losses carried forward 21,457 23,169
AR FMEAR 2 Fair value losses of financial assets
"EZRARE at fair value through profit or loss
P8R 2 Bk 19,287 12,457
40,744 35,626
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24.

25.

ELERIE (&)
R_ZBZRE+_-_A=+—HEHKE
BEMABNRTRZEEHEEEE
R

24.

DEFERRED TAX (continued)

The expiry date of deferred tax assets not accounted
for in respect of tax losses carried forward as at 31st
December 2005 is as follows:

—EERF —EFETNF

2005 2004

AR¥TF AR For

RMB’000 RMB’000

—FNEH Expire within 1 year 4,516 4,958
—EWF Expire in 1 ~ 2 years 5,298 4,516
== FF 5 Expire in 2 ~ 3 years 5,668 5,298
—ZEF 5 H Expire in 3 ~ 4 years 2,729 5,668
/= 4 2| R Expire in 4 ~ 5 years 3,246 2,729
21,457 23,169

BRBECEMRSRETHRAS T —
R REBERINFT BN R FZEIE
A AAER AR ARREF Z BRBTEF

8-
HikERBEE

PREEMARBEETHARKE
12,794,0007T & T8 Uk BB R Y T =
¥ (EE)BROHDBRAR (TFEX])H
12.06% 2 EmBEAR - REEBE
XAE ROMEBEFR2FECLHET
%o

25.

According to Provisional Regulations on PRC Enterprise
Income Tax No.11, tax losses of the PRC companies
can be carried forward to offset future assessable profit
for a period of 5 years.

OTHER NON-CURRENT ASSETS

Included in other non-current assets was an amount
of RMB12,794,000 prepayment for acquiring 12.06%
of the legal person share of Shenzhen Nan-guang
(Group) PLC (“Nanguang”). The procedures for
transferring the legal title of the share were completed

after the balance sheet date.
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26. FE 26. INVENTORIES
rEE ¥IN/N|
Group Company
—EERF —_TTNF —BERF —_TTNONF
2005 2004 2005 2004
ARETT AR TT AR¥FR ARETTT
RMB’000 RMB’000 RMB’000 RMB’000
R+ %t Raw materials 130,547 159,436 - =
E&m Work-in-progress 60,042 55,531 - -
UK Finished goods 297,380 286,461 - -
487,969 501,428 - -
27. EZEWR 27. TRADE RECEIVABLES
REBHEEYH B FKEAR —RKRAH The Group’s credit terms on sale of goods range from
30Z 90K BRIRDMTIA T : 30 to 90 days and the aging analysis of trade
receivables is as follows:
rEH PN/
Group Company
ZERRE _TZNF ZZ2BHEFE _TTOEF
2005 2004 2005 2004
AR¥EFT AR%TT AR¥Fr ARETTT
RMB’000 RMB’000 RMB’000 RMB’000
mE Current 180,327 390,036 - -
30-60K 30-60 days 140,051 46,602 - -
60-90K 60-90 days 104,856 26,344 - -
i B 90K over 90 days 128,466 129,258 - =
JBL < FE MR FOR (B Less: provision for
i impairment losses (84,159) (82,454) = =
469,541 509,786 - -
BZRRFNAFEHERRERSE The carrying amount of current trade receivables

approximates their fair value.
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28. EANREKETCERR 28. PREPAYMENTS AND OTHER RECEIVABLES
AEE VNN |
Group Company
—EERFE —TINF ZEBEFERFE —_TTNF
2005 2004 2005 2004
AR FrT NREFrT NE¥TrT ARETTT
RMB’000 RMB’000 RMB’000  RMB’000
TR 3 Prepayments 2,563 3,918 - =
B fE sk Other receivables 107,790 103,732 446 6
B < FE W FORL (B Less: provision for
B impairment losses (60,312) (61,941) - -
50,041 45,709 446 6
29. BMAFEEBERIEMNERE 29. FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS

rEE b NN
Group Company
—EERF —_TTNF —BERF —TTONF
2005 2004 2005 2004
ARETT AR¥TT AR¥FR ARETTT
RMB’000 RMB’000 RMB’000 RMB’000
BB ETH Market value of investments
&5 T E listed outside Hong Kong
—#EHERH — Equity shares 40,966 93,699 36,017 81,548
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30. EZEMNRK

31.

30. TRADE PAYABLES
AEE ¥ NN
Group Company
—EERF —_TTNF —BERF —_TTNONF
2005 2004 2005 2004
AR Fr ANREFTT AR¥Fr ARETTT
RMB’000 RMB’000 RMB’000 RMB’000
& Current 184,285 200,845 - -
30-60K 30-60 days 61,437 62,626 - -
60-90K 60-90 days 32,864 29,224 - -
B I0K over 90 days 30,167 73,473 - -
308,753 366,168 - -
EFX 31. BORROWINGS
(a) EXRRRBRRITEFRMEME (a)  Borrowings include bank borrowings and other

U N

borrowing which are analysed as follows:

RE KA F
Group Company
—EERF —TTNF ZE2ZTHRFE —_TTMOF
2005 2004 2005 2004
AR Tt ANREFT ANR¥EFT ARETFT
RMB’000 RMB’000 RMB’000  RMB’000
E135 0 Non-current
|ITE XK Bank borrowings 70,000 100,000 - =
D508 )] Current
RITE R Current bank borrowings 285,960 483,975 60,000 70,000
JE 7 B) B X AY Current portion of non-current
mE)EB 5 bank borrowings 100,000 = = -
HEER Other borrowing 7,990 1,500 = =
393,950 485,475 60,000 70,000
T Total borrowings 463,950 585,475 60,000 70,000
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31.

BX

(#&) 31.
BERTFBEEAEEZHE R
RIZEERBBEITERARKE
37,600,000 (ZZEZTMF: AR
#47,000,000) © I E KUK E
EmEF AR (fE17) &k
E_§§£¢+_ﬂ:+—5

’//lL@JfE EP/\EM
19500000073(:::::mirélE
MBEBITERF AR K

65,000,0007T) = Aoz dIEE 4
(R

H fth B SRR R YA AE
BREMNEE6R(ZTTMEF:
6%) sTEFI 8 -

BORROWINGS (continued)

Total borrowings include secured bank current
borrowings of RMB37,600,000 (2004:
RMB47,000,000) made to certain subsidiaries
of the Group, which are secured by plant
buildings of the Group (Note 17). As at 31st
December 2005, current bank borrowings of
RMB195,000,000 (2004: non-current bank
borrowings of RMB65,000,000) are guaranteed
by CATIC Shenzhen.

The other borrowing was borrowed from CATIC
Shenzhen at the rate of 6% (2004: 6%) per
annum.

REFEEBEFRNED SR (b)  The carrying amount of the borrowings at the
BIEBLER MBI ANER respective balance sheet dates approximated
ERTEEANMNEFELNE their fair value base on the prevailing borrowing
ERAnEE rates available for borrowings with similar terms
and maturities.
EXNEEDSEATIERE S The carrying amounts of the borrowings are
X denominated in the following currencies:
rEE KA F
Group Company
“EERFE —_TTNF —BERF —TTNF
2005 2004 2005 2004
ARETFT AR TT AR¥FR ARETIT
RMB’000 RMB’000 RMB’000 RMB’000
AR RMB 402,793 423,500 60,000 70,000
ETT usD 40,351 140,701 - -
B HKD 20,806 21,274 - -
463,950 585,475 60,000 70,000
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31. BEX (&) 31. BORROWINGS (continued)
() AEBEMNZZHRAENR (c)  The exposure of the borrowings to interest rate
BRHVE AT changes at the balance sheet dates is as
follows:
AEH AT

Group Company
—ERRF —_TTNF —FTBIF —_TTOF
2005 2004 2005 2004

ARMTR ARETT ARBFTT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

1-24F 1-2 years 70,000 = - =
) JERBIRITERAIE A 4 (d)  The maturity of non-current bank borrowings is
TS as follows:
rEE b NN
Group Company
“EZRE —_TZNF ZZBRFE —_TTNF
2005 2004 2005 2004

AR TR ARETT ARBTR ARFETT
RMB’000 RMB’000  RMB’000  RMB’000

1— 2% 1 -2 years 70,000 100,000 - —
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31. BEX (&) 31. BORROWINGS (continued)
() MREEBRMEFSERFIE ()  The effective interest rates at the balance sheet
N date were as follows:
rE
Group
—ETHF —ETMF
2005 2004

AR E Bl ARE E BB
RMB USD  HKD RMB usD HKD

RITER Bank borrowings 4.3% 4% 4.8% 4.8% 3.1% 1.7%
Hih &R Other borrowing 6.0% - - 6.0% - =
P NN
Company
—EZTAF —_ZETMEF
2005 2004

ARY  Ex B ARE X7 B
RMB USD HKD  RMB usD HKD

|ITE XK Bank borrowings 5.6% - - 5.2% - -
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32. RAE SHARE CAPITAL
—EETHF —ETWF
2005 2004
AR¥ETFT ARKTT
RMB’000 RMB’000
Bl TR Registered, issued and fully paid or
R AR A  credited as fully paid capital:
MR 2 IR
400,000,000% 400,000,000 Domestic Shares
ERAR®EAT of RMB 1 each (Note a)
ZHERE R
(Ktita) 400,000 400,000
242,000,000% 242,000,000 H Shares of
ERAR®EAT RMB 1 each (Note b)
ZHBR (Kiatb) 242,000 242,000
642,000 642,000

et -

AARR—ANAEFNAZTHK
S AR B AR YT
400,000,000i% Z AR EE A R 7T
MFRBEAER UNRREEENS
SR INEAGIRS: RN Rk E: o] -2
WoZEFRERNE R KREEMEF
RS AT ke

R—AAEFEAA=Z+=_B &2Q
AINEE R ARRBENE ISR
1,737 JT % & 242,000,0000% & I&
EAEAREITTHHE -ZEHERE
R—ANEtFALAZTHLBEES
BMAERXSHARAR e

Notes:

On 20th June 1997, the Company was established
by issuance of 400,000,000 Domestic Shares of
RMB1 each to CATIC Shenzhen in exchange for its
interests in certain subsidiaries, associates and
properties. These Domestic Shares are not listed on
any stock exchanges.

On 22nd September 1997, the Company issued
242,000,000 H Shares of RMB1 each by way of
placement and public offer at a price of HK$1.73
each. These H Shares were listed on The Stock
Exchange of Hong Kong Limited on 29th September
1997.
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33.

EE e
BEFERRIERRNAAZARE
B REFESRFasE XARAS

Al % 7R B E BR B AT E A9 F m A A
10%BIEEEBBAES (RFEZA
BebEAQnaMBREALEN
50%) M5%ZE10%BIEEATE R oK
FBR L2 EBRNIN FETSRER
twAZETNERERSRESER

ERRASRBZR ACEBDLAES
AEAERA BUBENZELAES
INELREMBRAREEN25% SR

AERTHERRAKER TR

%FWF
i
i

&

AATNEFER-FERE LA
+— B R TS R

33.

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 2005, the directors
of the Company proposed the following appropriations

to these statutory reserves funds:

—EERF —ETNE
2005 2004
BEolt AR¥TFRT B ARETT
Percentage RMB’000 Percentage RMB’000
ETEHEBATESE  Statutory common
reserve fund 10% 586 - =
EE DT D Statutory common
welfare fund 8% 468 = =

18% 1,054 = =
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34. BEELEMNRSE 34. CASH GENERATED FROM OPERATIONS
FEGHHEEBEEZRERNAZDN Reconciliation of profit for the year to cash generated
EEN=(R from operations:

—EETHF —ETWF
2005 2004
AR¥ETFT ARKTT
RMB’000 RMB’000
(E51&)
(Restate)
FEREF Profit for the year 44,719 11,282
FEIFH : Adjustments for
I8 (ffE12) Tax (Note 12) 17,734 9,495
e Depreciation
— ¥ -BE K& — property, plant and equipment 110,873 109,288
—REYHE — investment properties 12,895 14,335
HELH T HEAE  Amortisation of leasehold land
B 5 and land use rights 1,293 1,293
H fib & B & 7= 2 5 Amortisation of other non-current assets 1,437 1,032
HEXRIEEE 2 EE Loss on sale of discontinued operations 3,699 =
BATFEFBEZHIEE  Fair value loss on financial assets at fair
MIRENAFEEE value through profit or loss 46,482 92,993
LERZSMFTEZ (Gain)/loss from sale of financial assets
BEZ (=) B at fair value through profit or loss (472) 41
B E 7 R IR & s Income from designated deposits - (351)
FEWKA Interest income (5,402) (1,675)
22 R Interest expenses 29,729 22,821
hEEE R A 2 EiE Share of loss of associates 5,476 2,402
HEWME HWE K& Loss/(gain) on disposal of property,
ZEB CaF) plant and equipment 700 (1,416)
AT #6 Bh Government subsidies (7,888) -
261,275 261,540
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34. BEELENRE (&) 34. CASH GENERATED FROM OPERATIONS
(continued)
—EERF —ZEZMF
2005 2004
AR¥® T AR For
RMB’000 RMB’000
(E51&)
(Restate)
EEEEY Changes in working capital
FE W =55 2 & N Increase in notes receivable (133,478) (1,187)
A S Decrease/(increase) in trade
(3 hn) receivables 37,716 (182,914)
FEZEM Increase in inventories (988) (146,892)
T8 15 5% I8 A EL b JE i (Increase)/decrease in prepayments
Rz (Em) R and other receivables (4,694) 38,782
JEUW & Y2 B A FIZIE  Decrease/(increase) in amounts due from
ZR L () the ultimate holding company 2,570 (1,638)
JEN & 4IERE A AIZKE  Decrease in amount due to
2R the ultimate holding company - (719)
HRBEEZ (Increase)/decrease in other
(#Zm) wmd current assets (222) 519
ENZEEZ CBd) (Decrease)/increase in notes
30 payable (3,070) 10,625
= AN g v (Decrease)/increase in trade payables
CRLA) /48 (49,692) 110,905
ENEFekENE Increase in salary and staff welfare
Z & payables 14,970 2,671
JEIREBERA K ETENMIZK  (Decrease)/increase in accruals
Z CR) /18 m and other payables (21,170) 11,171
BEAFEEBER Decrease/(increase) in financial
FIBRMIRE 2R/ assets at fair value through
() profit or loss 6,723 (35,341)

BEEEZIHESMAE Cash generated from operations 109,940 67,522
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35.

B Bt o

AEEN—HoXBEREMBEA D
RETH - ASERBUSTRZRE
RERBRAEERAERFP—HBHWER
BEGFETHN - RAETXZEE
ZEH AEEEATREEAREER
BERREBAIBREELENTP
HEHEF-BEEESIENE A5H
METEFEEPHETRETLAS
BBRAHHEEELEENRANT
E-g PREBFNREEERZ AR
MWD FZEELERERBER
BRIFLEAEEANEZRE -5
LERE R AR B o B RN F B R e —
BRTERER B2 AEEHNUS
MELESZMERYRREATKE
Foltih AEBORBTBEHEE LD
RESKAFPEERERZHNRYE ZE
AERARNTEHENRE - MAELE
RETERAXSEXMBET H
RS E IR A B A R E 5B M E b 48
BT 2R 5 HEXHRENEE
ARAKEMEEFP —BMERHEE
RRETH AR EX SN ELEE
BRLERGERKN AEEBBEERE
HEZXZNE B -EL - A TRE
WRERBEENBANSEL T E
SHEBTRASARTEEENR
B AW AR ERE(EEREETRER
BEEENESERIATINEE-

35.

SIGNIFICANT
TRANSACTIONS

A portion of the Group’s business activities are

RELATED PARTY

conducted with other state-owned enterprises. The
Group believes that these transactions are carried out
on normal commercial terms that are consistently
applied to all customers. For the purpose of related
party transactions disclosure, the Group has identified,
to the extent practicable, those corporate customers
and suppliers which are state-owned enterprises based
on their immediate ownership structure. It should be
noted, however, that substantially all of the Group’s
business activities are conducted in the PRC and the
influence of the PRC government in the Chinese
economy is pervasive. In this regard, the PRC
government indirectly holds interests in many
companies. Many state-owned enterprises have
multi-layered corporate structure and the ownership
structures change over time as a result of transfers
and privatisation programs. Some of these interests
may, in themselves or when combined with other
indirect interests, be controlling interests. Such
interests, however, would not be known to the Group
and are not reflected in the disclosures below. In
addition, a portion of the Group’s services provided
are of a retail nature to end users, which include
transactions with the employees of state-owned
enterprises on corporate business, their key
management personnel and close family members.
These transactions are carried out on normal
commercial terms that are consistently applied to all
customers. Due to the vast volume and the
pervasiveness of these transactions, the Group is
unable to determine the aggregate amount of these
transactions for disclosure. Therefore, the revenue from
provision of services disclosed below does not include
retail transactions with these related parties. However,
the Group believes that meaningful information relating
to related party disclosures has been adequately
disclosed.
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35. BEH (&) 35. SIGNIFICANT RELATED
TRANSACTIONS (continued)

In addition to the related party information shown

PARTY

Br T sk R B R R AV B R B N Bl A9 4R
MAEEIN THAZLE T A AEE Z#&E
THREANBEERS KB IEERNLGS
R entered into in the ordinary course of business between

elsewhere in the financial statements, the following is

a summary of significant related party transactions

the Group and its related parties and the balances
arising from related party transactions:

(a) EHBBINKS (a) Transactions with related parties
IRE
Group
—EERF —ETNF
2005 2004
AR¥TF ARETFT
RMB’000 RMB’000
HEZKRERADT  Transactions with the ultimate
MERFATA holding company and
RS a fellow subsidiary
7 Expenses:
MEEEE R Expenses for property
B 2 management fee 2,752 3,087

HEtE2—ETTRE+-_/A=+
— Bl AEEESERRE
BARRHENERAARE
195,000,0007C (B IFE=FF 31(a)).
mME+=—A=+—HBI1E AR
#65,000,0007z) (FizE31(a)) °

As at 31st December 2005, the Group received
RMB195,000,000 guarantees from the ultimate
holding company (2004: RMB65,000,000) (Note
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35. BAEA (&) 35. SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
(a) EHEBBELINXS (&) (a) Transactions with related parties (continued)
rE
Group
—EERRF —EENF
2005 2004
AR¥ETFT ARKTT
RMB’000 RMB’000

HEMBEALE  Transactions with other

R 5 state-owned enterprises
i WA i. Revenue:
& FAd Disposal of a subsidiary (Note 13) 9,833 -
$HE 7 M A Revenue from sales of goods 471,207 420,411
KEMENHEE Rental income in respect of
A investment properties 2,867 2,510
RITIF SR FT & Interest income from bank
) Bk & deposits 5,402 1,675
i. AX: ii. Expenses:

BEEMm Purchase of goods 14,773 8,226
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35. BAEERL (&)

(b) BEEREBEREH

o ENE
ERBRERR

i

(=

35. SIGNIFICANT RELATED PARTY

TRAN
(b)
NGO
i
= B

BUE

TNE

SACTIONS (continued)

Balances with related parties

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

REE
Group
—EERF —EENF
2005 2004
AR¥ETFT ARETIT
RMB’000 RMB’000
BEHAERKR DT  Balances with the ultimate holding company
Y 45 64
JHE W B A Amounts due from the ultimate
NETE @] holding company - 2,570
BE[ERF AT Balances with a fellow subsidiary
WS
FEIREBRAMEM  Accruals and other payables
JE& - 3K 1,015 -
EHEMBEF Balances with other
$BIT % state-owned banks/
B 4 a4 enterprises
He MR Ee Cash and cash equivalents 217,466 283,353
B 5 UK Trade receivables 194,175 189,034
S Notes receivable 102,803 15,000
EEY NEA Trade payables 2,155 529
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35. BEEH (&) 35. SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
() EX (c) Loans
REE
Group
—ZEZERF —ZTTF
2005 2004
AR T ARKETFIT
RMB’000 RMB’000
RELKER LT  Loans from the ultimate
ZER holding company

R E A At beginning of the year 1,500 =
REWEIHEF  Proceeds from loans 6,490 1,500
RER At end of the year 7,990 1,500

REIFH T Z2ER Loans from state-owned banks
NG At beginning of the year 428,762 237,597
AEWREEF  Proceeds from loans 436,186 505,775
REFFEMER  Repayment of loans (449,794) (314,610)
RER At end of the year 415,154 428,762
SHIRE A B Interest charged 18,112 10,356

A - {5 0 0 F 39 A R K

B43%(R_ZEE
=+—H:4.3%) °

meE+=—A

The weighted average effective interest rate of

the loans were 4.3% as at 31st December 2005

(2004: 4.3%).
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36.
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EREHAEEMBRIRNE

R
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%, SEEER
REEAHNXRE
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BARE R o

36.

FINANCIAL RISK MANAGEMENT
Financial risk factors

(a)

The Group’s activities expose it to a variety of

financial risks: market risk (including currency

risk, fair value interest rate risk and price risk),

credit risk, liquidity risk and cash flow interest

rate 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.

(1) Market risk

(i)

Foreign exchange risk

The Group exposes to foreign
exchange risks as certain portion
of business activities are
denominated in foreign currencies,
primarily with respect to the US
dollar. The Group has negotiated
sales contracts to manage the risk
arising from certain recognised
liabilities. The directors are of the
opinion that the Group’s expose
to foreign exchange risk is
manageable.

Price risk

The Group is exposed to equity
securities price risk because
investments held by the Group are
classified on the consolidated
balance sheet either as available-
for-sale financial assets or as
financial assets at fair value
through profit or loss. The Group
is not exposed to commodity price
risk.
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36.

BBRERER (&)
MBRBEE (&)

(a)

)

(3)

(4)

15 B 2
AEBEGFEEAEFTH
EERB-R_ZTTRF
+ZA=+—H1E" &%
BRI AREFZ 5 ERK
HARBHAEBEBHRTE
B 46% ( =T F Y F :
30%) ° A& BB BR R
REMWIEERMER
HEEERLNEFHE
=

o

B E LR
BEENORBDESRARE
BEERTRENAESN
BEREZ BBCAREE
ERMENEHEERA
e MERNEENS
KR -SERBERNER
EAmNAREERE
MRESNERE-

HemBR L FENE
e

=N TN N
BEE BAKENEA
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36.

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (continued)

(a)

@)

3)

4)

Credit risk

The Group has significant concentrations
of credit risk. The top 5 customers
accounted for more than 46% of the
balance of trade receivables as at 31st
December 2005 (2004: 30%). It has
policies in place to ensure that sales of
products are made to customers with an

appropriate credit history.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and
marketable securities, the availability of
funding through an adequate amount of
committed credit facilities and the ability
to close out market positions. The Group
aims to maintain flexibility in funding by

keeping committed credit lines available.

Cash flow and fair value interest rate risk

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

The Group’s interest rate risk arises
mainly from borrowings bearing fixed
interest rates. The directors are of the
opinion this risk is not material as at 31st
December 2005.
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36. MBRARBERE (&)

(b)

37. KiE
(@)

DNFEMAE

B 5 & WK B AR T (B R R R 2
B RRERODERFEES
BEEM BHABLFED
AR RKAHNRSREUR
SEEUMBETAANSEHNIREA
[EREIES T e

36. FINANCIAL RISK MANAGEMENT (continued)

(b)

37. COMMITMENTS

instruments.

Fair value estimation

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

available to the Group for similar financial

&R R IE (a) Capital commitments
NEEBRBRBENRIERE Capital commitments not provided for at the
HARBITEARAEWLT: balance sheet date is as follows:
KA F
Company
—EEREF mE —BERE —TTNF
2004 2005 2004
ARMFr NRETFT AR¥Fr ARKTTL
RMB’000 RMB’000 RMB’000
BEI#E Contracted but not
KE B provided for
S Properties 357 = =
FEREB Machinery 18,277 = =
KB A A Investment in
ZERE a subsidiary 5,100 648,638 5,100

18,734 648,638 5,100
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37.

A (B 37. COMMITMENTS (continued)

(@) EXREIE (&) (a) Capital commitments (continued)
rEH P NN
Group Company

(b)

ZERRFE _TTNF ZZ2BRFE _TTOEF

2005 2004 2005 2004
ANR¥TFT ARKFT AR¥FRT ARKFT
RMB’000 RMB'000 RMB’000  RMB’'000

EEEER Authorised but not

34 contracted for
ES Properties 549,300 = = =
EERME Machinery 720,700 = = =
1,270,000 - - -
WEHOAE (b) Operating lease commitments

AEBRBERIBE RHLE
FARAIBHGERORRKE

The Group has commitments under non-

cancelable operating leases in respect of staff

NS ERNT : quarters and office premises as follows:
—EERRF —EENF
2005 2004
AR T ARKT T
RMB’000 RMB’000
—F R Not later than one year 9,421 6,361
MEZERF Later than one year and
not later than five years 14,249 11,427
23,670 17,788
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37. EIE (8 37. COMMITMENTS (continued)
(b) REHEDNEAE (&) (b) Operating lease commitments (continued)
7 &= B 71 ] R E A & A A9 R 2R The future minimum lease receipts under non-
xEEKRECEBNT: cancelable operating leases in respect of

buildings are as follows:

—EERF —ZEETNF
2005 2004
AR¥ETFT ARKTT
RMB’000 RMB’000
—F R Not later than one year 40,242 32,606
MEZERF Later than one year and
not later than five years 38,604 53,926
78,846 86,532
REBZKEHRNEBR—RA Generally the Group’s operating leases are for terms
=F M ko of three years or more.
38. FAEME 38. CONTINGENT LIABILITIES
rEH PN/
Group Company
ZERRE _TTNF ZZ2BREFE _TTOEF
2005 2004 2005 2004

ARMTR ARETT AR®BTT ARETT
RMB’000  RMB’000  RMB’000  RMB’000

RITEREE Guarantees to banks in
R ER respect of banking
=G facilities granted to

subsidiaries - - 20,000 101,274
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39.
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39.

EVENTS AFTER THE BALANCE SHEET DATE
According to the share segregation reform requirements
of the China Securities Regulatory Commission (the
“CSRC”),
circulation shares of three A share issuers, namely

the Company, being the holder of non-

Shenzhen Fiyta Holdings Limited (“Fiyta”), Shenzhen
(“Tian Ma”) and
Nanguang agreed to carry out share segregation reform

Tian Ma Microelectronics Co., Ltd.

based on the proposals of the three companies. The
Company has conducted negotiations with other
holders of non-circulating shares of each of the three
companies concerning the respective proposals.

The Company agreed to the following proposals: (1)
offering 3.0 shares for every 10 shares held by the
Fiyta A shares holders in exchange for their approval
for the conversion of all the non-circulating A shares
of Fiyta into listed A shares; (2) offering 3.2 shares for
every 10 shares held by the Tian Ma A shares holders
in exchange for their approval for the conversion of all
non-circulating A shares of Tian Ma into listed A Shares;
(3) offering 3.0 shares for every 10 shares held by the
Nanguang A shares holders in exchange for their
approval for the conversion of all non-circulating A
shares of Nanguang into listed A shares. Pursuant to
Chapter 14 of the Listing Rules, the share segregation
reforms of Fiyta, Tian Ma and Nanguang constitute a
disclosable transaction, major transaction and
connected transaction of the Company respectively.
The Company has made announcements in respect of
such matter and the circular was issued on 20th
February 2006. The relevant proposals were approved
at the extraordinary general meeting of the Company
held on 7th April 2006. As at the date of the report.
The scheme of share segregation reform of Nanguang
was approved by shareholders at the extraordinary
general meeting of Nanguang held on 7th March 2006,
and the share segregation reform was all completed
on 10th April 2006. The scheme of share segregation
reform of Tian Ma was approved by shareholders at
the extraordinary general meeting of Tian Ma held on
12th April 2006. The scheme of share segregation
reform of Fiyta was not approved at the extraordinary
general meeting of Fiyta held on 12th April 2006.
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40.

41.
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40.

41.

ULTIMATE HOLDING COMPANY

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

COMPARATIVE FIGURES

The Group has adopted new/revised IFRS which are
effective for accounting periods commencing on or
after 1st January 2005. As mentioned in Note 2, this
has resulted in changes to the presentation of certain
items and comparative financial statements have been
restated accordingly. In addition, certain comparative
figures have been reclassified to conform to the current

year’s presentation.



