Lk AHE E BATRAE]

(Incorporated in the Cayman Islands with limited liability)
(FRHESHSEEMRINBERLA)
Stock Code %13 1X5% : 1087

ANNUAL REPORT % #& 2012

* For identification purpose only {3 51



Contents H &

Corporate Profile and Corporate Information 2
ARBNRATER

Chairman’s Statement 4
FERSE

Financial Summary 9
MBRE

Management Discussion & Analysis 14
EEENRR DN

Biographical Details of Directors and Senior Management 39
ESKeREEERE

Report of the Directors 47
EEERE

Corporate Governance Report 59
TEERRS

Independent Auditor’'s Report 73
BYBREMBE

Consolidated Statement of Comprehensive Income 75
FETEWER

Consolidated Statement of Financial Position 76
FEMBMR AT

Consolidated Statement of Changes in Equity 78
HEEREER

Consolidated Statement of Cash Flows 80
HEEERER

Notes to the Consolidated Financial Statements 82

REMBRRME



02

HL Technology Group Limited e BLHEHS £ BB R A A

Corporate Profile and Corporate Information
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HL Technology Group Limited (the “Company”, “our” or “we") is a one-
stop provider of signal transmission and connectivity solutions and
related products for the global 3Cs (computing, communication and
consumer electronics) markets. A majority of our key customers are
global top tier players and we have the leading position in market share
for several key products including external and internal signal cable
assembly, power cord assembly and signal transmission wire and cable
in the world. Our shares were first listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 16 November
2010.
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REGISTERED OFFICE
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Scotia Centre, 4th Floor

P.0O. Box 2804, George Town

Grand Cayman KY1-1112

Cayman Islands
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Weihai
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The People’s Republic of China (“PRC")
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HONG KONG

33rd Floor, Shui On Centre

6-8 Harbour Road

Wanchai

Hong Kong

PRINCIPAL BANKS

Bank of China (Weihai Branch)

Agricultural Bank of China (Weihai Branch)
China Everbright Bank (Changshu Sub-branch)

LEGAL ADVISERS
Loong & Yeung (as to Hong Kong law)
Beijing DHH Law Firm* (as to PRC law)

AUDITOR
Deloitte Touche Tohmatsu

SHARE REGISTRAR

Hong Kong Branch Share Registrar and
Transfer Office

Computershare Hong Kong Investor Services Limited

LISTING EXCHANGE INFORMATION
Place of Listing

Main Board, The Stock Exchange of Hong Kong Limited

STOCK CODE
1087

COMPANY WEBSITE

www.hong-lin.com.cn
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Chairman’s Statement
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Mr. Chi Shaolin B> # %4

Chairman, Executive Director and CEO
(/8 PITEFEFHEZ)

Dear Shareholders,

On behalf of HL Technology Group Limited, together with its subsidiaries
(collectively, the “Group”), | present to you the Group’s annual results
for the year ended 31 December 2012.

PERFORMANCE REVIEW

In 2012, the overall economic landscape around the world was featured
by heightened complications, which stemmed from the remote chance
of the short-term settlement of sovereign debt problems in Europe and
the rising unemployment rate in the United States, all of which led to
the continuous increase in economic downside pressures, represented
by worldwide inflation and the decrease in consumer demand.
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PERFORMANCE REVIEW (continued)

Consequently, peers in the worldwide 3Cs markets were faced with a
challenging and tough operating environment in 2012, and were put
under increasing pressures. According to the statistics of some
independent research agencies in the industries, the performance of
the 3Cs industries was far behind expectation in 2012, with a fall in
global sales volume of mobile phone, PC (personal computer) and TV
(television) in 2012 when compared to 2011. Hampered by the impact of
the macro-environment, some of the customers of the Company
reined-in their spending for purchases along with the continued
sluggishness of the global consumer electronics market, and the level
of purchase price was also crimped by the oversupply in the market,
especially for the relatively more traditional products such as the
external signal cable assembly, internal signal cable assembly,
connectors and antennas.

To withstand the complicated and challenging operating environment,
we had stuck to the essentials of our business philosophy of organic
growth and sustainable development and also of our core corporate
values of integrity, unity, innovation and thanksgiving. Continued efforts
were dedicated to (i) strengthen the customer base, improve our ability
on research and development, upgrade the management system,
optimize the products quality system and execute business
restructuring; (i) tighten credit and cost control, implement appropriate
inventory policy and scaling back capital expenditure in certain areas to
better manage our operations; and (iii) improve our operating cash flow
condition and make efforts to convert the negative cash flow. In light of
the aforesaid reasons, the Group recorded a total revenue of
approximately RMB1,933.7 million for the year ended 31 December
2012, representing an increase of approximately 3.7% when compared
to the figure for the year ended 31 December 2011. Furthermore, our
cash flow from operating activities was converted to positive status for
the year ended 31 December 2012 from negative status for the year
ended 31 December 2011.

Meanwhile, the Group’s gross profit for the year ended 31 December
2012 amounted to approximately RMB281.3 million, representing a
decrease of approximately RMB97.2 million when compared to the
gross profit for the year ended 31 December 2011. There was a
decrease of 5.8% in gross profit margin for the year ended 31 December
2012 over 2011. The decrease was mainly due to: (i) the decline in the
average selling price across some of the Group’s product segments
along with increasingly fierce competition in the worldwide 3Cs
industries and the weakened demand from the Company’s major
customers in 2012, especially the relatively more traditional products,
such as external signal cable assembly, internal signal cable assembly,
connectors and antennas; and (ii) rise in labour and outsourcing costs
by 21.0% and 24.5% respectively, which was mainly due to the increase
in overall employee salaries in response to the level of inflation. As at
31 December 2012, the Group incurred a net loss of approximately
RMB62.6 million. The loss was mainly due to: (i) the decrease in gross
profit for the year ended 31 December 2012, (i) the significant increase
in operating expenses relating to sales, distribution and research and
development along with the Group’s continued efforts on developing
new products and exploring new markets; and (iii) impairment loss of
goodwill, intangible assets, property, plant and equipment, inventories
and trade receivables recognised during the year ended 31 December
2012 since their recoverable amount, or net realizable value, or fair
value is less than their carrying amount.
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PERFORMANCE REVIEW (continued)

In view of the above circumstances, the Company will review our
business scale and portfolio cautiously and focus on putting resources
into businesses with stronger profitability and better market prospects
to get rid of the loss status and make profit in the near future.

Efforts extended by the Group in 2012 were summarised as follows:

Strengthening of Customer Base

In 2012, given that the 3Cs industries across the world experienced
increasing operational pressure, wire and cable purchasers over the
world continued to shift their procurement to the PRC where there
were relatively lower labour costs. The Group took this opportunity to
provide these customers with products with more favorable price, more
premium quality and a wider range of services. This strategy enabled
the Group to maintain a strong customer base. To enable our customers
to cast a vote of stronger confidence in the industries when it was in
time of uncertainties, we have always endeavoured to tie up tighter
connections with our customers no matter in favourable or daunting
operating environment. New customers secured by the Group in 2012
included a number of internationally prestigious large-sized clients such
as RIM (Blackberry), Lenovo and Amazon.

Progress of Research and Development

In 2012, the Group attained remarkable brand new breakthroughs in the
research and development fields of antennas, high-speed cable and
automotive wiring harness. Relatively notable development was
achieved in the antenna field. In 2012, we completed the entire process
of design, development, trial testing and operation relating to LDS
(Laser-Direct-Structuring) antennas, which are mainly used for smart
phones and 4G LTE (Long Term Evolution) equipments, etc.. Our LDS
antennas have now reached a monthly production capacity of 1 million
units, and have secured strong cooperation intentions from a couple of
large-scale European and American customers. NFC (Near Field
Communication) mobile payment antennas has been developed and
the reserves that are based on mobile payment and are blended with
wireless charging technology have been completed and are now in the
course of research and development. In relation to the high-speed
cable, the Group started the research and development of modular
products of high-speed cable, namely DONGLE, which is a kind of high-
speed cable featuring signal conversion functions. The research and
development of this category of products is expected to be completed
in 2013. On the front of automotive wiring harness, both the design of
the harness for the whole car and the electric current transmission
method are evolving. With the Group’s strong research and
development capability and distinct research and development
strengths in terms of automotive wiring harness of light weight and
sophisticated technology, the Group took the initiative to lead the
research and development in this aspect across the country.
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PERFORMANCE REVIEW (continued)

Upgrading of Management System

In order to further enhance the management efficiency and reduce
management costs, the Group stepped up ongoing optimization and
upgrading of its management system in 2012. Great efforts were put on
a number of spectrums, stretching across: (i) providing training courses
for different management positions, and tailor-made training programs
for different employees, with a vision to further enhance the quality and
efficiency of our employees; (i) continuously enhancing the role of the
internal audit department of the Group to monitor and minimise the
Company’s risks in financial and management aspects; (i) optimizing
the function and role of the integrated information technology and
business management system, with a view to optimizing the planning
and management of information systems; (iv) recruiting talents with
experience in internationally renowned companies in respect of our
research and development, management and sales departments, in
order for us to pursue management in a more scientific and systematic
manner.

Optimization of Quality System

To continuously improve the competitiveness of the Group’s product
offering, we continued to extend vigorous efforts on the enhancement
of quality system in multiple aspects, spanning from the introduction of
the international standards for laboratory management approach, the
further implementation of EICC (Electronic Industry Code of Conduct)
based on environmental protection and labour safety protection in each
of our factory bases, as well as the thorough adoption of SPC (Statistical
Process Control), an on-site quality supervision system. All these efforts
enabled the Group to exercise a more systematic control over our
products quality.

Business Restructuring

The Company entered into a sale and purchase agreement dated 28
October 2012 (supplemented by a supplemental agreement dated 28
December 2012) with Mr. Chi Shaolin (“Mr. Chi"), the vendor, in relation
to the acquisition of the entire issued share capital of Rosy Sun
Investments Limited (“Rosy Sun”), which indirectly wholly owned 5t 5 ¥t
38 1z R B B B 2 8 (Shenyang New Postcom Co., Ltd.*, the “PRC
Company”), a company based in the PRC. The acquisition represented
an opportunity for the Group to lay a solid foundation for its further
business restructuring by making a steady step into the
telecommunication and broadband network market with better market
prospects, the research and development as well as manufacture of
wireless communication system devices and wireless terminal devices,
and the provision of wireless network planning and optimization
services. &8 ™ j5h M E F A& BR A &) (Weihai Honglin Electronic Co.,
Ltd.*, “Weihai Electronic”), a wholly owned subsidiary of the Company,
on 20 November 2012, entered into an equity transfer agreement with
XKZERARABEEEAFR AR (Tianjin Rituo Automotive Electronics Co.,
Ltd.*, “Rituo Automotive”) and K& B i = B # B R 2 &l (Tianjin
Rituo High Technology Co., Ltd.*, “Rituo Technology”) (collectively, the
“Tianjin Rituo Group”) in relation to the acquisition of 100% equity
interest in Rituo Technology (supplemented by a supplemental
agreement dated 19 December 2012) and an equity transfer agreement
with Wang Xiang and Rituo Automotive in relation to the disposal of
55% equity interest in Rituo Automotive (supplemented by a
supplemental agreement dated 19 December 2012), in order to carry
out the Group’s wholly owned automotive wiring harness business.

* The English names are for identification purposes only.
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OUTLOOK

Peers in the global 3Cs industries remain cautious about the operating
environment and performance within the industries in the coming
years. The roll out of Windows 8 and Ultrabook in 2012 had not added
much fresh impetus to fuel the recovery of the market. As a whole,
there were no strong stimuli which could revive the market from the
prevailing sluggishness. Facing heightened uncertainties, the Company
will continue to adhere to prudent approach to cope with the
complications of the operating environment. We will review our
business portfolio. We will also proactively seek for and capture the
right opportunities for business restructuring and industrial upgrading.
We will exit from part of our relatively more traditional products with
year-on-year reduction in profitability through acquisitions or
realizations, while vigorously developing new products with strong
profitability, for instance, the completion of the acquisition of Rosy Sun
in early 2013. In summary, we are confident in securing more renowned
customers in the future, and are convinced that the continuous
enhancement and development of our business will eventually realise.

APPRECIATION

Finally, on behalf of the board (the "Board”) of directors (the
“Directors”), I would like to thank all staff members for their contribution
in the past year and at the same time, | would also like to express our
gratitude towards our shareholders, customers, suppliers and business
partners for your continued confidence in and support to the Group.

Sincerely yours,

Chi Shaolin
Chairman and CEQ of HL Technology Group Limited

27 March 2013
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Revenue the Owners of the Company Total Assets
Wz REREM (BR) &F BEE
RMB'000 RMB'000 RMB'000
AERFR 1,933,675 Jguzr ABRFR
1.865,376 2,326,586
152,670 2,294,139
1,500,000 1,413,960 150,000 2,000,000 1,981,220
116,071
1,200,000 100,000 88,265 1,500,000
s00000 897.999 872,396 54,402
50,000 1,000,000 989,535
806,632
600,000
(48,325)
0 500,000
300,000
-50,000 0
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
TTNF STTNF SF-TF SF—F “FoF STTNF CTTAE 3-3F SF—F C30F “TT\F STTAE CF-TF ~F—F ~FF

A Summary of Revenue Breakdown in terms of End Markets is as follows: & iF TS5 WS MENT :
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A highlight of results, selected financial ratio information, assets and

X REEMBHLERER  BERAEBERA

liabilities and cash flow is as follows: ERENBMELT :
RESULTS 4
Year ended 31 December
BE+=-A=1t—BLEE
2012 2011 Change
—g-=-F —T—F -
RMB’'000 RMB'000 %
ARSTR ARETT Bk
Revenue =S 1,933,675 1,865,376 3.7
Gross profit EF 281,255 378,405 (25.7)
(Loss) profit before tax B ET (EB) % (58,184) 135,000 N/A N3 A
(Loss) profit for the year FIE (EE)&=F (62,590) 119,360 N/ARiE R
(Loss) profit attributable to: FEAE (B 1R) &A1
— Owners of the Company — ARRBEHEEA (48,325) 116,071 N/A i A
— Non-controlling interests — JEE i (14,265) 3289  N/ATEMA
(Loss) earnings per share Bk (EEB) B
— Basic and diluted (RMB cents) — EAREE(ARES) (6.7) 16.1 N/A 73
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SELECTED FINANCIAL RATIOS INFORMATION RETMBLLRESR

Gross profit margin BEREF 14.5% 20.3% 23.0% 22.7% 19.5%
Net (Loss) profit margin B CEER) f A (3.2%) 6.4% 11.0% 10.1% 6.1%
Current ratio (times) MENLL % (%) 1.1 13 14 1.0 09
Gearing ratio® BERBELZERO 34.4% 28.4% 33.5% 35.7% 30.2%
Return on total assets* 4RA ZE D W > (2.7%) 5.6% 10.5% 9.9% 7.5%
Return on total equity* #B R O 3R (5.9%) 11.8% 24.9% 32.3% 27.4%

* The above ratios are calculated by using average balances of total assets and total ~ * EEBmEDRAFOEEENEERREAES
equity. e

(1) Calculated by using short-term borrowings divided by total assets. (1) REHEERINBREETH -
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ASSETS AND LIABILITIES INFORMATION

EERABEEN

2012 2011 2010 {00 2008
—B——F —T——F —ZIFT-TF ZTTNF ZTTN\F
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR TR ARBTIT ARETT ARETT ARETT
# #
Bank balances and cash BITEBNIRS
(excluding pledged bank ~ (RE1EE K18
deposits) TF5) 82,276 106,650 160,408 73,744 23,413
Current assets MENEE 1,477,332 1,543,252 1,489,849 654,690 512,856
Non-current assets EMBNEE 849,254 750,887 491,371 334,845 293,776
Current liabilities mBEE 1,298,491 1,191,894 1,057,749 662,585 582,396
Non-current liabilities ERBAME 7,062 9,718 = - 3,090
Equity attributable to RNAREE AENL
owners of the Company R 985,836 1,031,694 909,888 316,558 221,146
Non-controlling interests ~ JE#ZE 4z 35,197 60,833 13,583 10,392 -
CASH FLOWS INFORMATION HEeERBEER

2012 2011 2010 2009 2008
=B--f _—_T——% —ZT-TF _TThNEFE —TEN\F
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTET AREBTT ARETT AREBTT
# #
Net cash from/(used in) KRBTSR
operating activities (FTR) B & F8E 5,309 (167,546) (114,539) 470 1,743
Net cash (used in)/from BEEE(FA)/
investing activities FRSIR € %5 (194,254) 161,211 (549,936) 70,495 (117,525)
Net cash from/(used in) BEEBTE
financing activities (TR BE & F58 173,406 (47,423) 751,139 120,356 119,390
# The financial information was extracted from the Company’s prospectus dated 3~ # B EE NEEaAAR —E—SF+—B=AK

November 2010 (the “Prospectus”).

R ER((AEER]) -
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A summary of consolidated results for the five years ended 31 HE_Z——F+_A=+—HIAEEEY
December 2012 is as follows: FEFENMENT

Year ended 31 December
BZ2+-A=1t—HILLEE
2012 2011 2010 2009
—B——f —FT——F —T-TFE —TTHF

RMB'000  RVB'000  RMB'000  RMB'000
AR®TR ARBTE ARETT ARBTET

#
Revenue g 1,933,675 1,865,376 1,413,960 872,396 897,999
Cost of sales SHEM A (1,652,420) (1,486,971) (1,088,346)  (674,422)  (723,211)
Gross profit EF 281,255 378,405 325,614 197,974 174,788
Other income, other gains HaA - Efbilizs
and losses KB 32,855 22,080 (2,579) 8,273 (2,506)
Distribution and selling expenses 544 & #5& 52 (77,047) (49,056) (27,233) (20,480) (18,891)
Administrative and general THE—MFAX
expenses (135,284) (116,714) (72,525) (47,978) (45,422)
Research and development EER S
expenses (81,190) (62,179) (30,932) (27,278) (26,280)
Finance costs BB R AR (42,664) (37,536) (19,090) (13,924) (15,625)
Other expenses HEfA% (36,109) = - - -
(Loss) profit before tax B Al (&8 ) & 7 (58,184) 135,000 173,255 96,587 66,064
Income tax expenses 5 (4,406) (15,640 (18,234) (8,090) (11,529)
(Loss) profit for the year FE (B8)=H (62,590) 119,360 155,021 88,497 54,535
Other comprehensive income  H i 2Kz (S H)
(expense)
Exchange difference on BREINEER 2
translating foreign operations JER Z5E 325 (733) 742 - -
Total comprehensive (expense) FEZME (X H) Wz
income for the year k] (62,265) 118,627 155,763 88,497 54,535
(Loss) profit attributable to: FE1G (B518) i F
— Owners of the Company — RRRHEE A (48,325) 116,071 152,670 88,265 54,402
— Non-controlling interests — eI (14,265) 3,289 2,351 232 133
(62,590) 119,360 155,021 88,497 54,535
Total comprehensive (expense) FE(E2E (ZH)
income attributable to: W42 %8
— Owners of the Company — ARNEHEEA (48,000) 115,338 153,412 88,265 54,402
— Non-controlling interests — JErAERS (14,265) 3,289 2,351 232 133
(62,265) 118,627 155,763 88,497 54,535
(Loss) earnings per share — Bk (B8) &F —
Basic and diluted (RMB cents) BN & i#5E
(ANR¥ES) (6.7) 16.1 27.5 16.9 1.2

# The financial information was extracted from the Prospectus. # ZUBER B EBRER -
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BUSINESS REVIEW

o

Year ended 31 December
BE+=-B=1t—HLEE

2012 2011
—F--F —F—F
T % of Revenue % Of Change
RMB’000 revenue RMB'000 revenue in %
W s (& e (& g
AR¥T R Bott e ADL AL
External signal cable assembly NS 5R AR AE 1 333,816 17.3 337,750 18.1 (1.2)
Internal signal cable assembly MBS SR AR AR 384,517 19.9 339,859 18.2 13.1
Power cord assembly BIRERAE T 463,814 24.0 329,016 17.6 41.0
Signal transmission wire and cable (=55 {E 8 4248 420,956 21.8 488,422 26.2 (13.8)
Connectors peber 27,722 1.4 49,928 2.7 (44.5)
Antennas KA 71,913 3.7 28,462 1.5 152.7
Automotive wiring harness B ARR 127,454 6.6 156,678 8.4 (18.7)
Others =i 103,483 5.3 135,261 7.3 (23.5)
Total HET 1,933,675 100.00 1,865,376 100.00 3.7

2012 Revenue Breakdown by Products
“E-CEREmES 2WE

17.3% 19.9%

24.0%

21.8%

I External signal NEESSE 17.3%

cable assembly el

I nternal signal NEEFR 19.9%
cable assembly el

I power cord assembly  EE&sEE 24.0%

I Signal transmission  {Z5kEE 21.8%
wire and cable g5

I Connectors EEE 1.4%

I Antennas KR 3.7%

I Automotive wiring AERER 6.6%
harness

[ Others HAt 5.3%

2012 Revenue Breakdown by End Markets
“E-—FREmMHED 2 WG

1.9%
7.8%

9.9%

s Computing HE 49.8%
I Consumer electronics HEEF  30.6%
I Communication EA 9.9%
. Automotive AE 7.8%
I Others At 1.9%
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For the year ended 31 December 2012, increasing procurement volume
has been made by most of our major customers across some of our
main products segments. For the year ended 31 December 2012, the
Group recorded a total revenue of approximately RMB1,933.7 million,
which was an increase of approximately RMB68.3 million, or
approximately 3.7%, as compared to 2011. The increase was primarily
due to our ability to enhance market share among the existing major
customers, explore new customers and secure new orders, especially
from our new customers RIM and Lenovo. However, our overall revenue
was also negatively affected by the decreasing unit price of most of our
relatively more traditional products and the disposal of some
businesses such as consumer electronic connectors.

The continued challenges and uncertainties in the global economies
and 3Cs industries had severely affected our business, especially our
relatively more traditional products, such as external signal cable
assembly, internal signal cable assembly, antennas and connectors.
The Group has also been proactively addressing the impacts of the
weak operating environment by implementing appropriate inventory
policy, tightening credit and cost control and scaling back capital
expenditure in certain areas to better manage our operations. In 2013,
the Company will review our business scale and portfolio cautiously
and focus on putting resources into businesses with stronger
profitability and better market prospects to get rid of the loss status and
make profit in the near future.

BRI i B 23 B

ES - SE)-1E )

BE-—T-—F+-A=t+—RAILFEE A&
EASH EEEFHAEERH T EERDH
MR ESER LR - BE-2——F+—A
SH—BIER AEERBEUEHARE

19B37AET BW_E——FEREHDARE
683AEBIL W3 7% o HEETFERZANAK
ARHARBAEETBEREFEREINMISH BN
h - RERFEPMESHIENES  LHER
REHEFPRMMBEBEFRTE - A - &R
EEETHZHEYRERES uE’Jﬁf & » LA
MHETHEE T EEREBOER  BRMAW
BERIATNNZEITNFFLE -

£ &= g
g5 al

TEHA 2 BRAG O K 3CsTh 35 Fy PR Bkl AR &
HERE  RMINESIIELEREZNREY
2., CEHEHAYRERNERIINEETREE
" REERGEN  REREES T5E
ERBEREEFERR HBEEERNAE
SIECR AR E T A EARERFEZ AR T
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BT —=%F  ARAFEERITERMDO
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BUSINESS REVIEW (continued)
Analysis of each product segment in 2012 is summarised as follows:

External Signal Cable Assembly

¥BOEE)
T ERERHBHANERT

IMEIE SRR

Year ended 31 December
BE+-A=+-HLEFE

2012 2011
—B——F T ——F
Revenue % of Revenue % of
RMB’'000 Revenue RMB'000 Revenue
[ g & (=
AR¥T R Baotk AR®ETIT Bt
RGB assembly RGB 414 149,786 44.9 178,773 52.9 (16.2)
DVI assembly DVI 4815 111,346 33.4 92,765 27.5 20.0
HDMI assembly HDMI 48 {4 724 0.2 561 0.2 29.1
USB assembly USB 48 1+ 54,462 16.3 49,984 14.8 9.0
DC assembly DC#AH 17,498 5.2 15,667 4.6 11.7
333,816 100.0 337,750 100.0 (1.2)

Our external signal cable assembly segment recorded a decrease in
revenue of approximately RMB3.9 million for the year ended 31
December 2012, or approximately 1.2%, as compared to 2011, as we
witnessed a decrease in sales of RGB assembly of approximately 16.2%
primarily due to the reduction of unit price in view of the fierce
competition and the decrease of sales volume in line with the decrease
of market demands on such traditional products. In terms of other
external signal cable assembly products, we recorded increases as we
were able to add some new customers.

AEEHE_T——F+_A=1+—HILFE
SMERERBRAT D BORER-T——F TR
HWARMBIIBETTL  HH1.2% TEHRM
TS H BN TRCBAMFEB T EREE
ZIRERE T ISR KA TR M EHE T
EHRCBAMFMIHE TFET #16.2% ° E AN
EERSETERBRRIAENE THE,K
BES 845 LR
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BUSINESS REVIEW (continued)
Internal Signal Cable Assembly

BRI i B 23 B

¥EOEE)
RIEEESA N

Year ended 31 December
BEt+t-HA=1+—HLEE

2012 2011
=F-=F —
Revenue % of  Revenue % of
RMB’'000 Revenue RMB'000 Revenue
Wz e W e i Es
AR® TR Batk ARETT Bk
LVDS (Low Voltage Differential LVDS UREE=SH
Signaling) =5%) 326,565 84.9 270,220 79.5 20.9
FFC (Flexible Flat Cable) FFC (L8R BEAR) 57,952 15.1 69,639 20.5 (16.8)
384,517 100.0 339,859 100.0 13.1

Our internal signal cable assembly segment recorded an increase in
revenue of approximately RMB44.7 million for the year ended 31
December 2012, or approximately 13.1%, as compared to 2011. The
increase was mainly driven by the increase in revenue of approximately
RMB56.3 million from the Group's LVDS products segment for the year
ended 31 December 2012, or approximately 20.9%, as compared to
2011, since we were able to add new customers, such as Pegatron.
However, such increase was partially offset by the decrease in revenue
of our FFC assembly from approximately RMB69.6 million for the year
ended 31 December 2011 to approximately RMB58.0 million for the year
ended 31 December 2012. Such decrease was mainly due to the
negative effects of weak operating environment and the decrease on
the purchase from existing customers.

Power Cord Assembly

Revenue from power cord assembly products increased by
approximately RMB134.8 million for the year ended 31 December 2012,
or approximately 41.0%, as compared to 2011. The increase was mainly
due to: (i) the success of the aggressive pricing strategy adopted by the
Group for acquiring market share in halogen-free products market, in
particular, the market share in our existing customers; and (i) unit price
of our newly developed halogen-free products with substantial demand
from customers has not been affected by the overall trend of the
decrease in unit price.

BE_Z——+_A=1+—HIFE £&
EANZEERGEGSBESHNRER T ——
FEOARBMTAET  HH131% *
EERRIFIREAE VDS ER D SRFZ MR
MBS FEAEEEE_T——F+=A
= t+—HULIFEIVDSERDHE-_ZT——FR
HIB RO ARESCIEE L K420.9% %
- AREMFFCAEGHRAREEZE =T ——
F+ZA=+—HLEFEMNHAREOES
TR EHE_E——F+-A=+—BItF
EHHARESS0EET - MK T LVDSE M
EOMIER - FFCAEMFHE TROFTZERAR
FENELZRENAAZERAEREFRES
BT P& -

EREAN
BE_Z——_HF+_A=+—HLHFE K&
EERGATERSSRER T ——F18N
MARB1348BEETT - HA41.0%  WWIIEE
SRR ¢ () A5 B 5h B 90 B N T 5 IR AR
e E R T MESAY) - LERERME
RAEFPOMSHENEEN - R () HFIFFH
ENENEMEABAENEPEX  HEEY
BAXNEREENEBENTE -
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BUSINESS REVIEW (continued)
Signal Transmission Wire and Cable

EiEOEE 2
SR G

Year ended 31 December
BE+=-A=1t—HLEE

2012 2011
—E-CF 5
Revenue % of Revenue % of
RMB'000 Revenue RMB'000 Revenue
Wi & e e
AR¥T R Bolk ARETT BAL
Communication cable BAGE 132,724 31.5 134,491 27.5 (1.3)
Consumer electronics cable SHET 4R 171,788 40.8 263,863 54.0 (34.9)
Automotive cable AEBERR 16,641 4.0 16,342 34 1.8
Power cable BIRAR 69,867 16.6 60,043 12.3 16.4
Specialty wire and cable B R E 12,970 3.1 - - N/ATER
Others HAih 16,966 4.0 13,683 2.8 24.0
420,956 100.0 488,422 100.0 (13.8)
Our signal transmission wire and cable segment recorded a decrease in @ HEZT——F+-_A=+—HIFE ' &%

revenue of approximately RMB67.5 million for the year ended 31
December 2012, or approximately 13.8%, as compared to 2011. This
decrease was mainly due to the reduced revenue of our
communication cable and consumer electronics cable of approximately
1.3% and 34.9% respectively as both sales volume and unit price
declined in a tough and challenging business environment since the
market demand decreased. However, we witnessed an increase in the
revenue of our specialty wire and cable products and power cable
products of approximately RMB13.0 million and RMB9.8 million
respectively mainly due to our ability to gain more market share from
our existing customers.

Connectors

The revenue of the Group’s connectors segment recorded a revenue of
approximately RMB27.7 million for the year ended 31 December 2012,
representing a decrease of approximately 44.5%, as compared to 2011.
The significant drop was primarily due to our decision to exit the
business of consumer electronic connectors as this kind of products is
relatively more traditional with weak profitability. In 2013, we will re-
schedule our production capacity and focus mainly on the solar
connectors.

EEREHsEER, BEskas - ——
FRAVOAREEISBETT  (413.8% £
ZRATHTHEME T EER KRG
HENEEEEHBFMRE  SHRMBMEE
FEBEEFHENKRADRRERET £1.3% %
349% ° A BMBIZHNETEEGER
BREELARMAREE S FNELTISN
HEMEE DGR SHBEKEIRERTHAR
B1B0BEEBLEARKISEET

B
AEBHE_T——F+-_A=+—HILFE
HER D BESRENARE27.7AET -
R_T——F T [F444.5% - HIRKE T EH
TERAR  RMEREBREHEE FERSE

% AZBERAHRAER  BAENS -
E-Z—=F BRMSENLHEL LT
SRR IRERES -
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BUSINESS REVIEW (continued)

Antennas

Revenue from antennas segment grew by approximately RMB43.5
million for the year ended 31 December 2012, or approximately 152.7%,
as compared to 2011. This growth was mainly attributable to (i) the
investment on sales and marketing activities since the fourth quarter of
2010 brought us increasing market share and new customers in 2012,
and (i) while the increase was partially offset by the decrease in the unit
price due to fierce competition.

Automotive Wiring Harness

Revenue from our automotive wiring harness segment decreased by
approximately RMB29.2 million for the year ended 31 December 2012,
or approximately 18.7%, as compared to 2011. The decrease was
primarily due to the integration of our automotive wiring harness
business and the re-location of the production center from Tianjin to
Dezhou. During such integration and re-location, we sacrificed certain
level of production output and therefore sales.

FINANCIAL REVIEW

Cost of Sales

The following table sets forth a breakdown of our cost of sales for the
year indicated:

BRI i B 23 B

¥EOEE)
* 45
BE—T——#+-A=+—ALLEE &£

BRARERD BB ERAR T ——FIENO
ARBAISBHEIT  3#152.7% - BRHOTE
RREZ: WARFE-F— ﬁiﬁmiriﬁﬁ
EREHEHHTEETHORE DR
—:Eﬁﬁﬁ’%ﬂiTEﬁyE’Jmiﬁﬁ}%ﬁ&%ﬁ%ﬁ ;

Ri)ESNNBEFBER T ERZRNEMEBNT
(i =i

FERR

BE TS+ _A=+t—HILFENAI=E
BROFRER T ——FTROARKE2.2
BEL 18 7% - IR THROHNTZREAR
BAEA T RERRES  SEETLERZE
BREEM  ABA MREMNBIET - RAX
ET LERNHEE -

51 % 151 e
B85 A A
TRMFIAE B R E R E R AR -

Year ended 31 December
BE+=-B=1t—HLEE

2012 2011
—E2-——F 5
% of total % of total
cost of cost of Change
RMB’'000 sales RMB'000 sales in %
{H#EHE EHEE =3
AR®TR BAEILE ARETT KABSHL AL
Raw material costs R B A 1,275,224 77.2 1,166,905 78.5 9.3
Utilities PR SN 19,399 1.2 19,331 13 0.4
Depreciation e 29,624 1.8 25,646 17 15.5
Labour costs 8 TS 201,555 12.2 166,541 11.2 21.0
Outsourcing costs NI PN 103,693 6.3 83,270 5.6 24.5
Others HAith 22,925 1.3 25,278 1.7 9.3
1,652,420 100.0 1,486,971 100.0 111
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FINANCIAL REVIEW (continued)

Cost of Sales (Continued)

The following table sets forth a breakdown of our raw material costs for
the year indicated:

Bt IS EEE (#)
SHER A ()
T R 80512 2 B B 4 KO AR B A FR A

Year ended 31 December
BE+-A=+-HLEFE

2012 2011
—E-—fF —E——%F

% of raw % of raw

material material

RMB’000 costs RMB'000 costs

i E e G RME

ARETR HEAEIHL ARETT KABDLL
Copper materials SRR 731,642 57.4 689,980 59.1 6.0
Plastic materials BRI R 291,965 22.9 239,216 20.5 22.1
Iron materials AR 65,993 5.2 59,173 5.1 11.5
Others Hib 185,624 14.5 178,536 15.3 4.0
1,275,224 100.0 1,166,905 100.0 9.3

Cost of sales increased by approximately RMB165.4 million for the year
ended 31 December 2012, or approximately 11.1%, as compared to
2011. The increase was primarily due to: (i) the increase in raw material
costs of approximately 9.3%, which was mainly as a result of the overall
increase in sales volume and the higher plastic materials price in 2012
as compared to 2011. For plastic materials, the increase in cost is also
due to increased proportion of higher cost halogen-free insulating
materials used and increased sales volume for internal signal cable
assembly products that required more plastic materials for production;
and (ii) the increase in labour costs and outsourcing costs of
approximately 21.0% and 24.5% respectively, which was mainly as a
result of the overall increase in employee salaries in line with the
general inflation in 2012.

BHE_ZT——F#+-"A=+—HILEE  H4E
RAR -—T——FEIMHARKE1654FETT
HH11.1% » ZBEREERZHER © () B EKAR
FERAT——FHEEHE RBEMEHERS
BT ——FARMEMN9.3% - iBBM R
s+ BAE AN TR FR 7 BT R A AR N8R = | O 4
NBGMEBEGINMEESTEEZBRBM R
MREERSEGEDNESERMAR : &
(VBB RINBRAREBHR T — —FRE
BTTE EARAERRKRMD B EAL21.0%
K2.24.5% o
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FINANCIAL REVIEW (continued)

Gross Profit and Margins

Our gross profit decreased by approximately RMB97.2 million, or
approximately 25.7%, in 2012 as compared to 2011. Our gross profit
margin decreased from 20.3% for the year ended 31 December 2011 to
14.5% for the year ended 31 December 2012, the details of which are
specifically set out as follows:

BRI i B 23 B

B BB ()

EMNREFNZE

AEBR - —FNEIR=_ZF——F R
MARBEIT2HEITLHHI257% > NEBAE
MEgBzE—T—F+-A=+—HLFE
B203% THEHEZE - T——F+-A=+—
BIFFER14.5% » BEEEEEEHIIMNT ¢

Year ended 31 December
BE+t-A=1t—-HIZFE

2012 2011
—B-——F —T——F
Change
Gross Gross Gross Gross of gross
profit profit profit profit profit
RMB’'000 margin RMB'000 margin in %
EF EF=E EF ERE  ENE
AR®TR (%) ARETTT (%) BAkk
External signal cable assembly SMEESRARAE 43,459 13.0 67,863 20.1 (36.0)
Internal signal cable assembly A= 5 AR AR 1 68,148 17.7 92,270 27.1 (26.1)
Power cord assembly BIRR AN 67,499 14.6 42,799 13.0 57.7
Signal transmission wire ERERRE
and cable 68,264 16.2 101,548 20.8 (32.8)
connectors HERERE (3,670) (13.2) 13,273 266 N/ATER
Antennas PN 9,624 13.4 5,294 18.6 81.8
Automotive wiring harness TEARR 20,880 16.4 35,444 22.6 @1.1)
Others Hifb 7,051 6.8 19,914 14.7 (64.6)
Total FEE 281,255 14.5 378,405 20.3 (25.7)

The relatively significant decrease in gross profit margin for the year
ended 31 December 2012 was mainly due to: (i) the decline in the
average selling prices of most of the Group's products, especially our
external signal cable assembly, internal signal cable assembly, antennas
and connectors, due to increasingly fierce competition in the global 3Cs
industries and the weakening of demand from the Company’s major
customers in 2012; and (i) the rise in labour and outsourcing costs by
approximately 21.0% and 24.5% respectively, which was mainly as a
result of the rise in overall employee salaries in line with the level of
inflation.

HE-_ZT——F+-A=+—HILFEEN=X
AETHEFEBRR : (IXR=T—_F23Cs
TEABIINBFRARRETERFHRE
T EERAEBHZER(LUINEER
BB NEERGAN REMBEERBR)
B S E AR TR ¢ R (i) B8 ) RN A AR
DRI EFFT 4921.0% K 24.5% - T ERNEES
TTEREBRKFEm LR -
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FINANCIAL REVIEW (continued)

Other Income, Other Gains and Losses

We recorded other gains of approximately RMB32.9 million for the year
ended 31 December 2012, which were primarily attributable to the
gains on changes in fair value of financial instrument and the contingent
consideration of approximately RMB34.3 million.

Distribution and Selling Expenses

Distribution and selling expenses increased by approximately RMB28.0
million for the year ended 31 December 2012, or approximately 57.1%,
as compared to 2011, which was primarily as a result of increased level
of sales and marketing activities in line with the overall increase in
revenue. This increase was primarily due to: (i) transportation expenses
increased by approximately RMB14.7 million for the year ended 31
December 2012, or approximately 129.7%, as compared to 2011, which
was mainly as a result of the increase in revenue and marketing
activities and the surge in fuel prices; (ii) staff cost increased by
approximately RMB1.9 million for the year ended 31 December 2012, or
approximately 10.0%, as compared to 2011, which was mainly as a
result of the recruitment of a vast number of sales personnel by the
Group's sales department for specialty wire and cable, antennas and
European and American sales, as well as the rise in employee salaries
in line with the level of inflation; and (iii) the increase in entertainment
expenses of approximately RMB6.2 million for the year ended 31
December 2012, or approximately 75.9%, as compared to 2011, which
was primarily due to the increase in sales and marketing activities.

Administrative and General Expenses

Administrative and general expenses increased by approximately
RMB18.6 million for the year ended 31 December 2012, or
approximately 15.9%, as compared to 2011. The major factors
attributable to such increase were: (i) the increase in staff cost of
approximately RMB13.1 million for the year ended 31 December 2012,
or approximately 27.4%, as compared to 2011, which was mainly
attributable to the rise in employee salaries in line with the level of
inflation; (i) the increase in depreciation by approximately RMB6.3
million for the year ended 31 December 2012, or approximately 87.9%,
as compared to 2011, which was mainly as a result of the office
expansion and additional office related purchase along with the growth
of our business scale; and (jii) audit and other professional expenses for
the year ended 31 December 2012 increased by approximately RMB4.8
million, or approximately 81.3%, as compared to 2011, which was
mainly as a result of professional fees incurred in 2012 in respect of the
disposal of 55% equity interest in Rituo Automotive (a former subsidiary
of the Group), the acquisition of 100% equity interests of Rituo
Technology, and the acquisition of the entire issued share capital of
Rosy Sun.

BrF5 Ol EE ()

HiA - R EE
He-Z——F+-A=1+—HIFE 4A&
eSO BARERIFET 8
KERSRIAATEEHUARIARELY
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DHEREERI
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JC 0 SHI129.7% 0 T E B PR & R
FREAERMBEBR AR WHE-Z
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—— RO ARE19BE THL10.0% » *
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E EH-_T——FRHEEETHARK63
BHEIL H879%  EERHPEEBKRIE
BAMBRMPAZE REHEINFAEHEHR
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FINANCIAL REVIEW (continued)

Research and Development Expenses

Research and development expenses increased by approximately
RMB19.0 million for the year ended 31 December 2012, or
approximately 30.6%, as compared to 2011. This increase was primarily
attributable to: (i) the engagement of a large number of research and
development personnel in a number of aspects stretching across
specialty wire and cable, halogen-free materials, solar connector as
well as LDS antennas, together with the increase in employee salaries
in line with the level of inflation make the staff cost increased by
approximately RMB4.2 million, or approximately 22.1%, and (ii) the
increases in material cost and depreciation by approximately RMB10.2
million and approximately RMB1.8 million for the year ended 31
December 2012, or approximately 33.7% and 41.9% respectively, as
compared to 2011, which were primarily as a result of the expansion of
our research and development in terms of both scope and scale and
our investment in the fields of specialty wire and cable, halogen-free
materials and LDS antennas.

Other Expenses

Other expenses of approximately RMB36.1 million were impairment
losses recognised in respect of trade receivables, goodwill, intangible
assets and property, plant and equipment since the fair value or
recoverable amount of these assets was less than the carrying amount
as at 31 December 2012.

During the year under review, the Company reviewed the goodwill and
associated property, plant and equipments and intangible assets
(including customer relationships and technology knowhow) , which
had been allocated to two individual cash generating units including the
automotive wiring harness cash generating unit (“CGU") and signal
transmission wire and cable CGU respectively, and assessed the
recoverable amounts of theses assets based on a value in use
calculation which uses cash flows projections based on financial
budgets approved by the Directors covering a five-year period and
discounted at a rate of 17.0% and 16.0% respectively. The assessment
method was subject to the Group's accounting policy and in accordance
with IAS 36, the accounting standard which has been adopted by the
Group. The discount rates were determined after considering the CGU’s
own weighted average cost of capital, incremental borrowing rate and
other market borrowing rates to reflect the time value of money over
the asset’s life as well as country risk, currency risk, price risk, and cash
flows risk. Other key assumptions for the cash flows projections during
the budget period included an extrapolated 3% growth rate, gross
margin rate with reference to the historical figures and raw materials
price inflation throughout the budget period that had been updated
from last year to reflect the current circumstances. The Directors
believe that any reasonably possible changes in the key assumptions
on which the recoverable amount was based would not cause the
carrying amount of the unit to exceed their aggregate recoverable
amount.
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FINANCIAL REVIEW (continued)

Other Expenses (Continued)

During the year ended 31 December 2012, the Group recorded an
impairment loss of approximately RMB7,488,000 on the goodwill of
subsidiaries acquired, namely Tianjin Rituo Group and ZM kR A
R/~ &) (Huizhou Honglin Technology Co., Ltd.*, "Huizhou Technology”),
formerly known as Z /1 X 58 8 1 F iR {= £ % A R A 7] (Huizhou Daya
Bay Heping Telecommunication Co., Ltd.*), approximately
RMB20,275,000 on their property, plant and equipments and
approximately RMB6,529,000 on their intangible assets as their
recoverable amounts were less than the carrying amount of these
assets.

There have been no significant changes in valuation method and
assumptions made therein.

For further details of the goodwill, impairment testing on goodwill,
associated property, plant and equipments, intangible assets and the
relevant acquisitions, please refer to notes 19, 20 and 36 to the
consolidated financial statements set out in this annual report.

Finance Cost

Finance cost increased by approximately RMB5.1 million for the year
ended 31 December 2012, or approximately 13.7%, as compared to
2011. The increase was as a result of the increase in bank borrowings in
line with the expansion of our business operations in both size and
scale. In addition, the average interest rate of our short-term loans for
the year ended 31 December 2012 was higher than that for the year
ended 31 December 2011 and thereby the finance cost increased.

Income Tax Expenses

We incurred income tax expenses of approximately RMB4.4 million for
the year ended 31 December 2012, representing a decrease of
approximately 71.8%, as compared to 2011. The decrease was primarily
attributable to the losses incurred by some of the Group's subsidiaries
in 2012, which in turn resulted in a decrease in the overall profit of the
Group and a decrease in income tax expense. On an overall basis, the
Group'’s effective tax rate in 2012 was -7.6%, contrasting to 11.6% in
2011.

(Loss) Profit for the Year

Loss for the year ended 31 December 2012 was approximately RMB62.6
million, while the net profit for the year ended 31 December 2011 was
approximately RMB119.4 million. The loss for the year was primarily due
to: (i) the decrease in gross profit for the year ended 31 December 2012;
(i) the significant increase in operating expenses relating to sales,
distribution and research and development along with the Group’s
continued efforts on developing new products and exploring new
markets; and (iii) impairment loss of goodwill, intangible assets,
property, plant and equipment, inventories and trade receivables
recognised during the year since their recoverable amount, or net
realisable value, or fair value was less than their carrying amount.

* English names are for identification purposes only
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FINANCIAL REVIEW (continued)

Liquidity and Financial Resources

The Group will continue to implement prudent financial management
policies and maintain a reasonable gearing ratio during its expansion.
As at 31 December 2012, the Group's gearing ratio (measured by total
short-term borrowings as a percentage of total assets of the Group)
was approximately 34.4% (31 December 2011: 28.4%).

As at 31 December 2012, the total bank borrowings of the Group
amounted to approximately RMB800.2 million (31 December 2011:
approximately RMB653.5 million). These loans carried interests at
floating or fixed rates. For the total short-term borrowings of
approximately RMB800.2 million, approximately RMB668.9 million was
secured loans.

Breakdown of our short-term borrowings is as follows:
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As at As at

31 December 31 December

2012 2011

R-B—=F RZE——4F

+=A=+—-H +=ZA=+—H

RMB’000 RMB'000
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Trade financing BSmE 408,311 207,240
Note receivable discounted FEU=IRALIR 15,845 5,096
Bank borrowings RITEE 375,998 441,135
Total FEE 800,154 653,471

The increase in bank borrowings was mainly attributable to the
investments in new factories and production facilities in Huizhou bases,
investments in research and development centers both in Weihai and
Suzhou base, and the working capital requirements.

Save as aforesaid or as otherwise disclosed in this annual report, and
apart from intragroup liabilities, the Company did not have outstanding
at the close of business on 31 December 2012, any loan capital issued
and outstanding or agreed to be issued, bank overdrafts, loans or other
similar indebtedness, liabilities under acceptances or acceptable
credits, debentures, mortgages, charges, hire purchases commitments,
guarantees or other material contingent liabilities.

The Directors have confirmed that, there has been no material change
in the indebtedness and contingent liabilities of the Group since 31
December 2012 as at the date of this annual report.
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FINANCIAL REVIEW (continued)

Foreign Currency Risk

As certain of our trade and other receivables, trade and other payables
and bank borrowings of the Group are denominated in foreign currency,
hence exposure to exchange rate fluctuation arises. The Group had
entered into certain foreign exchange forward contracts to mitigate its
foreign currency exposure.

Working Capital

Inventories balance as at 31 December 2012 was approximately
RMB327.3 million (31 December 2011: approximately RMB319.5 million).
The increase in inventories was in line with the increase in sales. The
average turnover days for inventories were 71 days as at 31 December
2012 as compared to 61 days as at 31 December 2011, which was
negatively affected by the increase of inventories from Dezhou due to
special strategic preparation for its customers. Excluding the effect of
the special strategic preparation, our average turnover days for
inventories were stable as compared to 2011.

Trade and bill receivables balance as at 31 December 2012 was
approximately RMB762.6 million (31 December 2011: approximately
RMB946.9 million). The decrease in trade and bill receivables balance
was mainly due to: (i) the acceleration of the recovery of trade and bill
receivables; and (ii) the increased proportion of sales from the
customers with shorter credit period. The average turnover days for
trade and bill receivables stood at 161 days as at 31 December 2012 as
compared to 158 days as at 31 December 2011. As at 31 December
2012, approximately 78.2% of our trade and bill receivables were due
within three months.

Trade and bill payables balance as at 31 December 2012 was
approximately RMB377.0 million (31 December 2011: approximately
RMB462.0 million). The decrease in trade and bill payables balance was
mainly due to our procurement control as well as raw material control.
The average turnover days for trade and bill payables stood at 93 days
as at 31 December 2012 as compared to 97 days as at 31 December
2011.

Our cash conversion cycle for the year ended 31 December 2012 was
139 days as compared to 122 days for the year ended 31 December
2011.

BrF5 Ol EE ()

INEE L BR
ARAEENETESREMBEKZE  B5
T FE A SRIE R SRATIE B AN SIE -
LEEEERESNRR AEEDTVET
SNEREA L « ORI INEER o

BEEER

R-BE——F+-A=+—0 FE&E#NA
ARER/3EEL(ZE—F+A=1+—
H: HAREIOSEET) - FEHRKEFE
EBR—H - —E——FF+A=-+—HNFE
FHEAEB&®A/NE —_T——F+ A
=+—HBA618 - W HEBZREMNHEFH
EARFHINEHEBMEENEETEMY -
MBESHREREENTE  RMEFTHTEHEAE
EHSMAY - ——FRAET -

R-E——F+_A=+—H ZBHLZEE
Wkt B AR T AEB T (ZE——F
+ZA=+—8:  HARMUIBET) - B
SREEBERBREHNBRETEZRA() MR
TE S RERERGOBBCRE AR ()EH
HRENEFP(REEREMNLHEN RZF
——F+ZA=+—HEBESEREBERIGTEY
FEBH BB M_ZET——&+_A
—+t—HAIS8H - RZ_ZE——_&+_A
—+—H H782%MB S REBREEWAIN=
EAREE -

NRZE——F+-_A=+—H ZEFLEHE
NEZERAEOARKI7Z70BEETL(ZE——F
+ZA=+—8: HAR®4208ET) - B
S REBENFEHROBEEEZHRE IR
BIESREES - RZE—ZF+= A
—+t—HEBESEREBRREANRHNFTHEEAEA
9QBH M—ZE——F+=-_A=+—HA97H -

BE-ZT——F+-_A=+—HILFE » &M
MRS FAEENAI1VE  MEE-_T——F
+-—A=+—BIFE{E122H -



Annual Report 2012 ¢ —Z — — G E5f

Management Discussion & Analysis

FINANCIAL REVIEW (continued)
Cash Flows

Net cash from/(used in) operating

activities

Net cash (used in)/from investing  #&& &8 (FrA),FriStiE & %58
activities

Net cash from/(used in) financing BEEEE (PR WIS T8
activities

For the year ended 31 December 2012, our cash flows have been
improved greatly. Net cash from operating activities for the year ended
31 December 2012 was approximately RMB5.3 million, whereas net
cash used in operating activities for the year ended 31 December 2011
was approximately RMB167.5 million. The improvement on operating
cash flows condition were primarily due to decrease in trade and other
receivables.

Net cash used in investing activities for the year ended 31 December
2012 of approximately RMB194.3 million was primarily attributable to
prepayments for acquiring lands in Dezhou and Weihai, investments in
research and development centers in Weihai and Suzhou, investments
in new plant and office building in Huizhou and other purchase of
property, plant and equipment, which were in line with the expansion of
our production capacities.

Net cash from financing activities for the year ended 31 December 2012
amounted to approximately RMB173.4 million, which was primarily
attributable to the increase in net borrowings.

Capital Expenditures

For the year ended 31 December 2012, the Group incurred total capital
expenditures of approximately RMB226.7 million in construction of new
factories, research and development centers and office buildings, the
purchase of land, plant and machinery, equipment and computer
systems.
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FINANCIAL REVIEW (continued)

Capital Commitments

As at 31 December 2012, the Group had capital commitments of
approximately RMB58.1 million (31 December 2011: approximately
RMB71.3 million) in respect of acquisition of property, plant and
equipments and approximately RMB533.1 million (31 December 2011:
Nil) in respect of acquisition of equities.

Employees

As at 31 December 2012, the Group had a total of 9,918 full time staff,
of which 3,150 were our direct employees (31 December 2011: 3,042)
and 5,549 were our contract workers (31 December 2011: 5,437). As at
31 December 2012, we also had 1,219 part time interns (31 December
2011:1,087). All our contract workers and part time interns were mainly
deployed in production, the breakdown of direct employees as at 31
December 2012 is as follows:
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As at As at
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Manufacturing Bl 1,633 1,543
Sales and marketing HENTSBHEE 289 204
General and administration —MRITHR 618 678
Research and development i 2% 270 288
Quality control oS 340 329
Total wmEt 3,150 3,042

Use of Proceeds Raised from the Global Offering

The net proceeds from the global offering of the Company (the “Global
Offering”), after deducting the relevant cost were approximately
HKD470.3 million (equivalent to approximately RMB400.7 million). As at
31 December 2012, the Company utilised the proceeds of approximately
RMB302.4 million to the Group’s new development projects, research
and development and working capital in line with the disclosure in the
Prospectus. The Directors do not anticipate any substantial changes to
its plan on the use of proceeds as stated in the Prospectus.
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FINANCIAL REVIEW (continued)

Use of Proceeds Raised from the Global Offering
(Continued)

As at 31 December 2012, proceeds used on projects are generally
analyzed as follows:

Project

"H

Expanding production capacity of existing # AR A & EsE
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Accumulated use of proceeds
R8s EN EsHERA
Estimated Accumulated
amount expenses
e HEFAX
RMB (million) RMB (million)
AR (BBT ARE(BET

products 160.3 95.5
Development and production of new B & BB E o

products 176.3 142.8
Research and development investment #2554 24.0 24.0
General working capital and other general —A#8%& 8 & A K& H At

corporate purposes —R AR AR 40.1 40.1
Total st 400.7 302.4

CAPITAL INJECTION IN HUIZHOU TECHNOLOGY
Apart from those in August and December 2011, in March 2012, Weihai
Electronic injected capital of approximately RMB1,992,000 to Huizhou
Technology, for a third time to acquire the remaining 2.73% non-control
interest. As such, Weihai Electronic completed all the acquisitions of
Huizhou Technology with a 100% holding of its equity interests.

Huizhou Technology is principally engaged in the design, research and
development, manufacture and sale of communication wire and cable
and related products catering to the telecommunication industry in the
PRC.
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CONNECTED TRANSACTION IN RELATION TO
THE ESTABLISHMENT OF WEIHAI DONGCHEN

On 27 April 2012, the Board has approved the establishment of E&
BERE BB EAR QR (Weihai Dongchen Plastics New Materials
Limited*, the “JV Company”) by Weihai Electronic, a wholly owned
subsidiary of the Company, Mr. Chi Zhongmin (the “JV Partner 1") and
Mr. Zhang Fengji (the “JV Partner 2") (collectively, the “JV Partners”)
pursuant to the terms of the articles of the JV Company signed by
Weihai Electronic and the JV Partners in relation to the establishment of
the JV Company (the “JV Articles”). According to the JV Articles, the JV
Company is to be owned by Weihai Electronic as to 60%, JV Partner 1 as
t0 30% and JV Partner 2 as to 10%. Weihai Electronic shall contribute an
aggregate of RMB6.0 million (equivalent to approximately HKD7.2
million) to the capital of the JV Company, representing 60% of the equity
capital in the JV Company.

The business scope of the JV Company is the manufacture and sale of
plastic materials and products used for cable jacketing, focusing on the
production of halogen-free insulating plastic materials.

As JV Partner 1 is an associate of Mr. Chi, a controlling shareholder and
a director of the Company, JV Partner 1 is a connected person of the
Company as defined under the Rules Governing the Listing of Securities
(the “Listing Rules”) on the Stock Exchange. Hence, the establishment of
the JV Company constitutes a connected transaction of the Company
which is exempt from the independent shareholders’ approval
requirements and is only subject to the reporting and announcement
requirements under Chapter 14A of the Listing Rules.

Details of the establishment of the JV Company have been set out in the
announcement dated 27 April 2012 published by the Company.

MAJOR AND CONNECTED TRANSACTION IN
RELATION TO THE ACQUISITION OF ROSY SUN
On 28 October 2012, the Company entered into a sale and purchase
agreement (the "S&P Agreement”) with Mr. Chi for the sale and
purchase of the entire issued share capital of Rosy Sun (the “Rosy Sun
Acquisition”).

*English name is for identification purposes only.
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MAJOR AND CONNECTED TRANSACTION IN
RELATION TO THE ACQUISITION OF ROSY SUN
(Continued)

Pursuant to the S&P Agreement (as supplemented by the Supplemental
Agreement (as defined below)), Mr. Chi had conditionally agreed to sell
and the Company had conditionally agreed to purchase the entire
issued share capital of Rosy Sun (the “Sale Shares”) and the loan or debt
(if any) owing by Rosy Sun, New Postcom Technology Company Limited
(the "HK Company”) or the PRC Company to Mr. Chi at a consideration
of HKD650.0 million (the “Consideration”). The Consideration will be
satisfied by the Company issuing to Mr. Chi (or such other person as
Mr. Chi may nominate in writing) the promissory note in a principal
amount of HKD650.0 million. The Consideration was determined after
arm’s length negotiations between Mr. Chi and the Company after
taking into account a number of factors including the business nature,
the business prospects, net assets value of Rosy Sun, the HK Company
and the PRC Company as at 30 June 2012, performance of the PRC
Company, the profit guarantee given by Mr. Chi to the Company that,
subject to the terms of the S&P Agreement, the net profit of the PRC
Company for the financial year ending 31 December 2013 shall be not
less than RMB85.0 million, and the preliminary estimation of the fair
value of the PRC Company of approximately HKD700.0 million pursuant
to the business valuation carried out by an independent valuer under
the market approach using the relevant forward price to earnings
multiples and relevant forecast earnings of the PRC Company for the
year ended 31 December 2012.

The PRC Company is a wholly foreign owned enterprise established in
Shenyang, Liaoning Province, the PRC, which is wholly owned by the HK
Company. The HK Company is an investment holding company
incorporated in Hong Kong, which is wholly owned by Rosy Sun. Rosy
Sun is an investment holding company incorporated in the British Virgin
Islands.

The PRC Company is principally engaged in (i) the research and
development, manufacturing and sale of cell phones, which can run on
2G and/or 3G networks such as GSM, 1S-95, CDMA2000 and TD-SCDMA
in the PRC; (ii) the sale of network equipment to the top three
telecommunication services providers in the PRC, such as core network
equipment, IPRAN and xPON; and (iii) the provision of services to major
telecommunication services providers in the PRC, such as the
installation, maintenance and upgrade of the network equipment and/
or wireless network optimization in the their existing network systems.

*English names are for identification purposes only.
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MAJOR AND CONNECTED TRANSACTION IN
RELATION TO THE ACQUISITION OF ROSY SUN
(Continued)

The Rosy Sun Acquisition constitutes a major transaction of the
Company under Chapter 14 of the Listing Rules. Mr. Chi is the
controlling shareholder, an executive director and the chairman of the
Company who is interested in approximately 40.87% interests of the
Company, thus Mr. Chi is considered as a connected person of the
Company and the Rosy Sun Acquisition also constitutes a connected
transaction of the Company and is subject to the reporting,
announcement and the independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

On 28 December 2012, the Company and Mr. Chi entered into a
supplemental agreement (the “Supplemental Agreement”), pursuant to
which the Company and Mr. Chi agreed that (i) the number of Sale
Shares to be conditionally sold and purchased under the S&P
Agreement shall be two, representing the entire issued share capital of
Rosy Sun; and (ii) in relation to the aforesaid profit guarantee, the
audited consolidated accounts of the PRC Company for the year ending
31 December 2013 pursuant to which the net profit would be shown
shall be prepared according to the International Financial Reporting
Standards instead of Hong Kong Financial Reporting Standards.

Details of the Rosy Sun Acquisition have been set out in the
announcements dated 30 October 2012, 19 November 2012, 17
December 2012 and 28 December 2012 respectively and the circular
dated 31 December 2012 published by the Company.

CONNECTED TRANSACTION AND DISCLOSEABLE
TRANSACTION IN RELATION TO THE DISPOSAL
OF RITUO AUTOMOTIVE AND THE ACQUISITION
OF RITUO TECHNOLOGY

Tianjin Rituo Group was acquired by Weihai Electronic, a wholly owned
subsidiary of the Company on 21 February 2011 and it has been non-
wholly owned as to 55% by the Company. Pursuant to the terms of the
acquisition, if the aggregate amount of the audited net profit after tax of
Tianjin Rituo Group for the two years ending 31 December 2012 is less
than RMB40.0 million as guaranteed by Wang Xiang and Wang Weiguo
(collectively referred to as the “Tianjin Rituo Founders”), the Tianjin
Rituo Founders shall pay Weihai Electronic 34.4% of the difference
between the actual profit and the abovemented guaranteed profit, and
Weihai Electronic will have to contribute such sum back into Tianjin
Rituo Group through increasing the registered capital of Rituo
Automotive, while the Tianjin Rituo Founders will proportionally
contribute capital to Rituo Automotive according to the sum that Weihai
Electronic contributed.
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CONNECTED TRANSACTION AND DISCLOSEABLE
TRANSACTION IN RELATION TO THE DISPOSAL
OF RITUO AUTOMOTIVE AND THE ACQUISITION
OF RITUO TECHNOLOGY (continued)

On 20 November 2012, Weihai Electronic entered into a disposal
agreement (the "Disposal Agreement”) with, among others, Wang Xiang
(one of the Tianjin Rituo Founders) pursuant to which Weihai Electronic
has agreed to sell, and Wang Xiang has agreed to purchase 55% equity
interest in Rituo Automotive (the “Rituo Disposal”) at the consideration
of RMB58.6 million (equivalent to approximately HKD70.32 million),
which was determined primarily with reference to: (i) the operating
situation at Rituo Automotive; (i) the non-exercise of the relevant profit
guarantee; (i) the amount of such consideration representing a 30.8%
premium to the 55% proportionate net asset value of Rituo Automotive
as at 31 October 2012; and (iv) the amount of capital contribution
injected by Weihai Electronic into Rituo Automotive in February 2011,
which was made reference to factors including but not limited to the
relevant profit guarantee.

On the same day, Weihai Electronic entered into an acquisition
agreement (the “Acquisition Agreement”) with, among others, Rituo
Automotive, pursuant to which Rituo Automotive has agreed to sell and
Weihai Electronic has agreed to purchase 100% equity interest in Rituo
Technology (the “Rituo Acquisition”) at the consideration of RMB15.0
million (equivalent to approximately HKD18.0 million). The consideration
was determined by reference to, among other things, the total amount
Rituo Automotive invested into Rituo Technology and the net asset
value of Rituo Technology as at 31 October 2012.

Rituo Technology is principally engaged in the design, research and
development, manufacture and sale of automotive wiring harness
products to end PRC automobile customers.

The Rituo Disposal and the Rituo Acquisition, when aggregated,
constitutes a discloseable transaction of the Company under Chapter
14 of the Listing Rules. Wang Xiang holds more than 30% of the
registered capital of Rituo Automotive and is a director of Rituo
Automotive immediately before and after the Disposal, and within the
preceding 12 months from the entering into of the Disposal Agreement
and the Acquisition Agreement. Accordingly, both Wang Xiang and
Rituo Automotive are connected persons of the Company and each of
the Rituo Disposal and the Rituo Acquisition constitutes a connected
transaction of the Company, and, when aggregated, is a connected
transaction which was subject to the reporting, announcement and
independent shareholders’ approval requirements under Chapter 14A
of the Listing Rules.
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CONNECTED TRANSACTION AND DISCLOSEABLE
TRANSACTION IN RELATION TO THE DISPOSAL
OF RITUO AUTOMOTIVE AND THE ACQUISITION
OF RITUO TECHNOLOGY (continued)

On 19 December 2012, Weihai Electronic and Wang Xiang entered into
a supplemental agreement to the Disposal Agreement pursuant to
which (i) Weihai Electronic and Wang Xiang agreed to extend the date of
payment by Wang Xiang of the consideration under the Disposal
Agreement (the “Disposal Consideration”) from 31 December 2012 to 31
March 2013; and (ii) if Wang Xiang fails to pay the Disposal
Consideration in full by 31 March 2013, he would also pay interest
equivalent to 10% above the benchmark interest rate on loans over the
same period as announced by the People’s Bank of China which has
been accrued on the balance of the Disposal Consideration. On the
same day, Weihai Electronic and Rituo Automotive entered into a
supplemental agreement to the Acquisition Agreement pursuant to
which Weihai Electronic and Rituo Automotive agreed to extend the
date of payment by Weihai Electronic of the consideration under the
Acquisition Agreement from 31 December 2012 to 31 March 2013.

The aggregate amount of the audited net profit after taxation and
extraordinary items for the year ended 31 December 2011 was
approximately RMB2.6 million and the loss after taxation and
extraordinary items for the ten months ended 31 October 2012 was
approximately RMB17.2 million (based on which the Rituo Disposal was
effected) which was less than RMB40.0 million guaranteed by the Tianjin
Rituo Founders. Directors decided that the Weihai Electronic will not
exercise the rights under the relevant profit guarantee after the
completion of the Rituo Disposal taking into account the following
factors: (i) the exercise of rights under the profit guarantee would only
result in a one-time non-operating gain in the income statement of the
Company but not providing cash flow to the Group; (i) the negative
effect of non-exercise of the the rights under the relevant profit
guarantee had been taken into account when determining the
consideration of the Rituo Disposal; and (iii) the Directors confirm that
the non-exercise of the rights under the relevant profit guarantee will
not have any other material negative financial effects to the Company.

On 7 January 2013, Weihai Electronic, Rituo Automotive and the Tianjin
Rituo Founders entered into a profit guarantee cancellation agreement
(agreement entered into by Weihai Electronic, Rituo Automotive and the
Tianjin Rituo Founders on 7 January 2013 for the purposes of cancelling
the relevant profit guarantee) in which the parties agreed to cancel the
relevant profit guarantee officially.

Details of the Rituo Disposal and the Rituo Acquisition have been set
out in the announcements dated 20 November 2012, 11 December
2012 and 19 December 2012 and the circular dated 24 December 2012
published by the Company.
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CONTINUING CONNECTED TRANSACTION IN
RELATION TO THE SALES MASTER AGREEMENT
WITH WEIHAI DONGCHEN

On 30 November 2012, Weihai Dongchen, a non-wholly owned
subsidiary of the Company, entered into the sales master agreement
(the "Sales Master Agreement”) with: (i) the Company; (ii) Weihai
Electronic; (i) & # M E £ B4 B R A 7] (Changshu Honglin Wire &
Cable Co., Ltd.*); (iv) &M 3L E F B R 2 &) (Dezhou Honglin Electronic
Co., Ltd.*, "Dezhou Electronic”) and (v) Huizhou Technology, all of the
companies referred to in items (ii) to (v) are subsidiaries of the
Company, in relation to the sale of the plastic materials for a term
commencing from 30 November 2012 to 31 December 2012 and the
two years commencing on 1 January 2013 and expiring on 31 December
2014. Prior to 30 November 2012, Weihai Dongchen had not
commenced its business in the sale of plastic materials with the
Company or its subsidiaries. Based on the estimated quantity of the
plastic materials required by the subsidiaries of the Company and the
estimated unit price for the products, and taking into account the
estimated market size, the annual caps under the Sales Master
Agreement shall be RMB26.0 million (equivalent to approximately
HKD31.2 million) for each of the period from 30 November 2012 to 31
December 2012, the year ending 31 December 2013 and the year
ending 31 December 2014 respectively.

Weihai Dongchen is a non-wholly owned subsidiary of Weihai Electronic,
a wholly owned subsidiary of the Company. Mr. Chi Zhongmin owns
30% of the equity in Weihai Dongchen. Mr. Chi Zzhongmin is the brother
of Mr. Chi, who is a controlling shareholder and director of the
Company. Weihai Dongchen is therefore a connected person of the
Company under Chapter 14A of the Listing Rules. The entering into of
the Sales Master Agreement and the transactions contemplated
thereunder thus constitute continuing connected transactions which
are exempt from the independent shareholders’ approval requirement
and are only subject to the reporting, annual review and announcement
requirements under Chapter 14A of the Listing Rules.

In view of the above, the Directors (including independent non-
executive directors) are of the opinion that the terms of the Sales
Master Agreement are on normal commercial terms and in the ordinary
course of business of the Company and the terms of such agreement
are fair and reasonable and in the interest of the Company and its
shareholders as a whole.

Details of the Sales Master Agreement have been set out in the

announcements dated 30 November 2012 and 5 December 2012
published by the Company.

*English names are for identification purposes only.
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CONTINUING CONNECTED TRANSACTION IN
RELATION TO THE SALES MASTER AGREEMENT
WITH WEIHAI DONGCHEN (continued)

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditor has
issued letter containing unqualified conclusions in respect of the
aforesaid continuing connected transaction in accordance with Rule
14A.38 of the Listing Rules. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange.

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

DISPOSAL OF A SUBSIDIARY

Pursuant to an agreement dated 17 December 2012, the Group
disposed of its 51% equity interests of & M E ZHEZE T AR R 7
(Suzhou Huachun Precision Electronics Co., Ltd.*, “Suzhou Huachun®)
to RILEHBHE T AR Q7 (Wujiang Huarui Precision Electronics
Co., Ltd.*) for RMB10,200,000. The disposal was completed on 26
December 2012 and the Group was no longer interested in Suzhou
Huachun. The said disposal was exempted from reporting,
announcement and independent shareholder’s approval requirements
under Chapter 14A of the Listing Rule pursuant to Rule 14A.31(9) of the
Listing Rules.

CHARGES AND CONTINGENT LIABILITIES

Other than the secured bank borrowings mentioned above, as at 31
December 2012, the Group had no other charges on its assets nor any
material contingent liabilities.

*English names are for identification purposes only.
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EVENTS AFTER REPORTING PERIOD

Approval of Rituo Disposal and Rituo Acquisition

On 12 January 2013, the resolutions for approving the Rituo Disposal
and the Rituo Acquisition were passed by the independent shareholders
of the Company.

Details of the shareholders’ approval of the Rituo Disposal and the Rituo
Acquisition have been set out in the announcement dated 12 January
2013 published by the Company.

Completion of Rosy Sun Acquisition

On 28 January 2013, the resolution for approving the Rosy Sun
Acquisition was passed by the independent shareholders of the
Company.

On 31 January 2013, all conditions precedent under the S&P Agreement
have been fulfilled, and completion of the transactions contemplated
under the S&P Agreement (as supplemented by the Supplemental
Agreement) took place on 31 January 2013. In accordance with the S&P
Agreement, the Company issued a promissory note in the amount of
HKD&50 million to Mr. Chi.

Details of the independent shareholders’ approval and the completion
of the Rosy Sun Acquisition have been set out in the announcements
dated 28 January 2013 and 31 January 2013 respectively published by
the Company.

Discloseable Transaction in Relation to the Acquisition of
BRI 88 ¥ & ith B R A PR 2 8 (Weihai Jinyuan Mingye
Property Development Co., Ltd.,* “Weihai Jinyuan”)

On 22 March 2013, Weihai Electronic, a wholly owned subsidiary of the
Company, entered into a sale and purchase agreement with 1t R £ 8
% X E M EM BB R X 7 Beijing linyuan Mingye Property
Development Co., Ltd.*, “Beijing Jinyuan”), an independent third party,
and Mr. Miao Junjie (& & %££) (“Mr. Miao”), an independent third party,
pursuant to which Weihai Electronic agreed to acquire, in aggregate,
the entire equity interest in Weihai Jinyuan at the consideration of
RMB6.0 million (equivalent to approximately HKD7.2 million) (the “Weihai
Jinyuan Acquisition”).

*  English names are for identification purposes only
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EVENTS AFTER REPORTING PERIOD (continued)
Discloseable Transaction in Relation to the Acquisition of
EEiRIR X 5 it R R B PR A | (Weihai Jinyuan Mingye
Property Development Co., Ltd.,* “Weihai Jinyuan”)
(Continued)

Weihai Jinyuan is a company established in the PRC with limited liability
by Beijing Jinyuan and Mr. Miao on 16 July 2012. As at 22 March 2013,
Weihai Jinyuan had a registered capital of RMB30.0 million (equivalent
to approximately HKD36.0 million), among which RMB6.0 million
(equivalent to approximately HKD7.2 million) had been paid up by
Beijing Jinyuan. The equity interest of Weihai Jinyuan is owned as to
90% by Beijing linyuan and as to 10% by Mr. Miao. Weihai Jinyuan is
principally engaged in the business activities in property development,
sale of commercial housing, property services, estate information
consultation, sale of construction materials, electronic hardware,
instrument and apparatus, computer software, hardware and
peripheral.

The Group expects to develop a large scale macromolecule research
and development centre in Weihai in the near future. In order to attract
and retain relevant talents, the Board intends that the Weihai Jinyuan
Acquisition may allow the Group to provide dormitory and/or residential
housing for its staff at a lower cost, and offer additional incentives and
benefit to its staff.

The Weihai Jinyuan Acquisition, when aggregated with the directional
property development cooperation agreement dated 16 August 2012
entered into between Weihai Electronic and Weihai Jinyuan, constitutes
a discloseable transaction of the Company under Chapter 14 of the
Listing Rules, and is therefore subject to the reporting and
announcement requirements under the Listing Rules.

Details of the Weihai Jinyuan Acquisition have been set out in the
announcement dated 22 March 2013 published by the Company.
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DIRECTORS AND SENIOR MANAGEMENT
Executive Directors

Mr. Chi Shaolin (2 #f) (“Mr. Chi”), aged 41, is the Chairman,
executive Director and CEO of the Company, and is in charge of overall
strategic planning, business planning and responsible for decision
making in all material matters of the Group. Mr. Chi was appointed as a
Director on 16 November 2007.

Mr. Chi joined the Group in November 1997 and is a founder of the
Group. Mr. Chi is also a director of certain subsidiaries of the Company.
He is also the chairman of the nomination committee of the Company.

Mr. Chi has over 17 years of experience in the electronics industry
gained in the Group and in his previous employment. He is a Chinese
national and has not been a full time government official nor a full time
employee of a state-owned/operated entity. Prior to joining the Group,
Mr. Chi worked as the production manager of Shengshan Electronics
(Weihai) Company Limited (1L & F(20&) B R 2 7l) from March 1995
to October 1997.

Mr. Chi is a representative to the 11th Session of Weihai Committee of
the Chinese People’s Political Consultative Conference Committee and
has been awarded many awards or recognizations by the government
of Weihai City, Shandong Province, China Commerce Association (4 &
B E) and certain other organisations, including “Outstanding
Young Entrepreneur of Weihai City” (B8 TES S FHERK), "Self-
innovation Award for the Most Influential Person of Weihai City for the
Economic Year” (B /8 & AL N EFEAY B FAIFTH), “"Award
for Entrepreneur Operating a Key Enterprise in the Weihai Economic
and Technology Development Area” (BB ERITRZEE BB ELE
# 8% 48), and "Model for the Labor of Weihai Economic and
Technology Development Zone” (/8 8 #1759 3% [ 5 B R 8) during
the period of April 2008 to May 2010. In 2010, Mr. Chi was also awarded
the "Outstanding Entrepreneurs of Shandong Province (the 18th Series)”
ETNELREEFLER).

Mr. Chi is the son-in-law of Ms. Xu Yiming, a hon-executive Director and
adviser of the Group.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Executive Directors (Continued)

Mr. Jiang Taike (ZA®) (“Mr. Jiang”), aged 38, is an executive
Director and vice CEO of the Company and the general manager of the
wire & cable department of the Group. Mr. Jiang is in charge of
implementation of strategy, operational planning and overall
management of the wire & cable department of the Group and has
been involved in decision making for material matters of the Group. Mr.
Jiang joined the Group in July 2003 as the general manager of & /& 5k
MEZEEBR AT (Weihai Honglin Wire & Cable Co., Ltd.*, “Weihai
Cable") and was appointed as a Director on 16 March 2010. Mr. Jiang is
also a director of certain subsidiaries of the Company.

Mr. Jiang has over 16 years of experience in the wire and cable industry
gained in the Group and in his previous employment. Before joining the
Group, Mr. Jiang worked for many companies in the electronics and
technology industries, including as an engineer of Wantai Group (825
&) from August 1996 to March 1999 in charge of the product design,
research and development, a deputy manager of Dongguan Licheng
Wires Factory (BREEIZACELRM) from March 1999 to August 1999
responsible for the production and technology, a deputy manager of
Fengyuan Wires and Cables Co., Ltd. (B/RELREEHR A A from
August 1999 to June 2001 responsible for overall management and
operations, and the general manager of Shenzhen Pengding Holdings
Co., Ltd. (RIS EZEAR A R]) from July 2001 to May 2003. Mr. Jiang
graduated from Shenzhen University with a college diploma in
management in 1996.

Mr. Li Jianming (Z=28) (“Mr. Li"), aged 40, is an executive Director
and vice CEO of the Company. Mr. Li joined the Group in May 2005 as
the chief financial officer of the Company and was appointed as a
Director on 16 March 2010 and vice CEO of the Company on 1 July 2011.
Besides leading the financial management, capital investment and
financing functions of the Group, Mr. Li has also regularly participated in
key business and strategic decision matters of the Group. Mr. Li is
involved in assisting the CEO of the Company on corporate planning,
internal management and control, as well as developing business
strategies and overall direction of the Company. Mr. Li is also involved
in overseeing the Group's investment and finance related functions. Mr.
Li is also a director of certain subsidiaries of the Company. Mr. Li was
appointed to lead the automotive wiring harness department of the
Group in January 2012.

*  English name is for identification purposes only.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Executive Directors (Continued)

Mr. Li has over 18 years of experience in financial management gained
in the Group and in his previous employment. Prior to joining the Group,
Mr. Li was the chief accountant of the PRC office of The Timken
Company, one of the Fortune 500 Companies, for financial management
matters from July 1994 to June 2001. Mr. Li was the chief financial
officer of Qingdao linling Electrical Appliances Co., Ltd. (E & & %25 EA
fR /2 7)), a sino-foreign joint venture enterprise, from June 2001 to May
2004, responsible for its financial management, financial process
optimization, internal supervision and control and other related matters,
and was the head of Technology of Qingdao Branch of Zhuhai Master
Service Software Technology Co., Ltd. R XBEHRMAR AR E S
2/~ 8]) from May 2004 to May 2005 in charge of promoting and
implementing the development of information system.

Mr. Li graduated from Shandong Economic University with a bachelor
degree in accounting in 1994. He is a senior accountant (& 4% & 1)
and obtained the ICPA certificate in April 2009 and the SIFM certificate
in June 2010. Senior accountant qualification (S &sTEIER) is the
highest accounting qualification awarded by such PRC government
bodies, namely, the Ministry of Human Resources and Social Security
(ATTE R & REER) and the Ministry of Finance (8113F), based on
the academic level, practical capability and working experience of the
relevant accounting professionals. He has extensive experience in
enterprise finance, financial management, enterprise taxation planning
and Enterprise Resource Planning information management and
published various articles in journals from 2007 to 2012 in respect of
financial management.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Non-executive Director

Ms. Xu Yiming (fRE%8) (“Ms. Xu"), aged 61, is a non-executive
Director and adviser of the Group. Ms. Xu joined the Group in November
1997 as one of the senior management officers. Ms. Xu was the vice
general manager of Weihai Electronic and then the vice general
manager of Dezhou Electronic, responsible for the daily administration
in such companies from November 1997 to March 2006 and from March
2006 to March 2009, respectively. Ms. Xu has been an adviser of the
Group since 2009 and a non-executive Director since 16 March 2010.
She is a member of the compensation and benefits committee of the
Company.

Since becoming the adviser of the Group in 2009, Ms. Xu has, utilizing
her past experience in the Group and in the industry, provided on-going
general advice on quality control management systems and processes.

Ms. Xu has over 26 years of experience in the electronics industry
gained in the Group and in her previous employment. Prior to joining
the Group, Ms. Xu was the head of the production division of Weihai
City Beiyang Optical Instrument Factory (&84 Y E45% 25%) from
1986 to 1993, and the vice general manager of Xingdi Electronic
Company Limited (2#8EF B R A 7)), a subsidiary of Weihai City
Beiyang Electric Appliances Group (B8 1L/ ¥E22£E), from May
1994 to April 1997.

Ms. XU is the mother-in-law of Mr. Chi, an executive Director.

Independent Non-executive Directors
Mr. Shu Wa Tung, Laurence (&#3X) ("Mr. Shu”), aged 40, is an
independent non-executive Director.

Mr. Shu was appointed as an independent non-executive Director on 25
October 2010. He is the chairman of the audit committee of the
Company and a member of each of the nomination committee and the
compensation and benefits committee of the Company. He is currently
an independent non-executive director of Perception Digital Holdings
Limited (Stock Exchange Stock Code: 1822) and Greater China Holdings
Limited (Stock Exchange Stock Code: 431).
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Independent Non-executive Directors (Continued)

Mr. Shu has over 17 years of experience in audit, corporate finance and
corporate financial management. Mr. Shu started to work with Deloitte
Touche Tohmatsu since March 1994, and was a manager of the
Reorganization Services Group when he left Deloitte Touche Tohmatsu
in October 2000. Mr. Shu was subsequently employed by ICEA Capital
Limited (LR aaE AR A ) as a manager in the Equity Capital
Market of the corporate finance division from November 2000 to June
2001, responsible for the daily management of listing application
projects and advising on merger and acquisition transactions. He then
worked in Deloitte & Touche Corporate Finance Limited as a manager
from July 2001 to November 2002. From November 2002 to April 2005,
Mr. Shu held the position of associate director in Goldbond Capital (Asia)
Limited (£ @& (g2 M) B PR A )). He served as the chief financial
officer and the company secretary of Texhong Textile Group Limited (K
ST 4545 5= B AR A A]) (Stock Exchange Stock Code: 2678) for the period
from May 2005 to July 2008 overseeing the company’s financial
management function. From July 2008 to June 2010, Mr. Shu worked as
the chief financial officer of Rongsheng Heavy Industries Holdings
Limited (AR E TR BR A7), and oversaw the financial
management of the company and its subsidiaries. Mr. Shu is currently
the chief financial officer of Termbray Petro-king Oilfield Services
Limited (Stock Exchange Stock Code: 2178), overseeing the financial
strategies and daily financial management function of the company and
its subsidiaries. Mr. Shu graduated from Deakin University in Australia
with a bachelor degree in business majoring in accounting in 1994. He
is a Certified Public Accountant of the Hong Kong Institute of Certified
Public Accountant and a Certified Practicing Accountant of CPA
Australia.

Mr. Song Lizhong (R &) (“Mr. Song"), aged 37, is an independent
non-executive Director.

Mr. Song was appointed as an independent non-executive Director on
25 October 2010. He is a member of each of the audit committee and
the nomination committee of the Company. Mr. Song is currently a
professor and instructor of doctorate degree courses in the School of
Information Science and Engineering of Harbin Institute of Technology
in Weihai, focusing on research on radar signal processing, antenna
technology, electromagnetic field and microwave technology. He has
published more than 30 academic papers.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Independent Non-executive Directors (Continued)

Mr. Song graduated from Harbin Institute of Technology with a master
degree in electromagnetic field and microwave technology in July 2001
and a doctorate degree in communication and information system in
July 2005. He is engaged in research at the Mobile Station of post
doctoral researches for electronic science and technology subjects (&
FRIZ R i ERHE 1S RARB)UL) of Harbin Institute of Technology.

Ms. Zheng Lin (ZB3#f) (“Ms. Zheng"), aged 42, is an independent non-
executive Director.

Ms. Zheng was appointed as an independent non-executive Director on
25 October 2010. She is the chairman of the compensation and benefits
committee of the Company and a member of the audit committee of
the Company. Ms. Zheng is a practicing PRC lawyer and has been
working with Beijing Huatang Law Firm since April 2008. Prior to that,
she worked at Welfare Electronics Company located in the Economic
and Technical Development Zone of Weihai City in Shandong Province
from October 1992 to May 1995, the Weihai Airlines Services Company
Limited from June 1995 to June 2001 and Shandong Ying Liang Tai Ye
Law Firm from August 2004 to March 2008. She graduated from
Shandong University in July 2004 after completing the online program in
law and is qualified to practice law in the PRC having passed the
Chinese national judicial examination in 2004. Ms. Zheng passed the
National Securities Qualifications Examination (R BHE &K ER) in
2006 and is also qualified to serve as an independent non-executive
director of companies listed in the PRC.

Ms. Zheng is @ member of China zZhi Gong Party (FBEZAE) and a
member of Weihai Committee of the Chinese People’s Political
Consultative Conference Committee. She has provided legal services to
various government departments, listed companies, state-owned
enterprises and other entities, including Shandong Zhengda Medical
Equipment Shares Co., Ltd. (L5 1E X B & 824 A% D B R A 7), Shandong
Liangiao New Materials Shares Co., Ltd. (LI EREsE F B D AR A 7)),
Shandong Shuanglun Group Co., Ltd. (LR & HEE R 7)), Yantai
Wanhua Polyurethanes Co., Ltd., (EE&ZERREERHBER A7) and
Dongfang Electronics Co., Ltd. (R 5 E-FRX D BR A 7).

Details of the Directors’ interest in the Shares and underlying Shares
which fall to be disclosed under the provisions of Divisions 2 and 3 of
Part XV of the Securities and Futures Ordinance (“SFQ") are set out in
the paragraph headed “Directors’ and Chief Executives’ Interests and
Short Positions in Shares and Underlying Shares” in this annual report.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Senior Management

Mr. Michael Y. C. Chew (“Mr. Michael Chew"), aged 55, is our
general manager and head of high speed interconnect cable business,
in care of overall business and product development for our range of
high frequency/speed cable products. Mr. Michael Chew joined the
Group in August 2011 and is an industry veteran in the interconnect
cable business. Prior to joining the Group, he served as director of
Global Supply Chain and Sourcing at Volex Group Plc, a leading global
provider of electrical and optical interconnect solutions listed on the
London Stock Exchange. Mr. Michael Chew graduated from University
of Detroit with a bachelor degree (with distinction) in architecture in
1982.

Mr. Toney Y.T. Chew (“Mr. Toney Chew"), aged 53, is our chief
technology officer and is primarily in charge of the research and
development of the Group. Mr. Toney Chew joined the Group in August
2011 and is an industry veteran in the interconnect cable business. Prior
to joining the Group, he has worked in leading global interconnect
companies including Volex Group PIc as a high-speed business
development manager from 2005 to 2011 and Amphenol Corporation
as a regional manager from 2002 to 2005. Mr. Toney Chew graduated
from University of North Texas with a bachelor degree of science in
1987.

Mr. Tan Zhen (FE3E) (“Mr. Tan"), aged 35, is a director and the vice
general manager of B#LME FAR AT (Changshu Honglin
Electronic Co., Ltd.*, “Changshu Electronlc ) responsible for the
production, research and development, sale of products of internal
signal cable assembly products. Mr. Tan joined the Group in December
2008 as the manager of Changshu Electronic and has acted as the
director of Changshu Electronic since July 2009. Mr. Tan was also
appointed as the vice general manager of internal signal cable
department of the Group in July 2010.

* The English name is for identification purpose only.
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DIRECTORS AND SENIOR MANAGEMENT (continued)
Senior Management (Continued)

Mr. Tan has over 13 years of experience in the electronics industry
gained in our Group and in his previous employment. Before joining the
Group, Mr. Tan was the section head in the quality control department
of High Tek Harness Enterprises (Zhongshan) Co., Ltd. responsible for
the product quality control from July 1999 to February 2003; the coaxial
cable project manager of Tyco Electronics (Kunshan) Co., Ltd.
responsible for the research and development and production of
coaxial cables from March 2003 to April 2004; the manager of the
engineering department of High Tek Harness Enterprises (Zhongshan)
Co., Ltd. responsible for research and development from May 2004 to
February 2008; the manager of Hesi Electronic Technology Co., Ltd. (A
BE TR AR A B responsible for overall operation from March 2008
to December 2008. Mr. Tan is an expert in the research and
development, design of production process and on-site management of
slim-wire harness wires and coaxial cable products, and has 13 years'’
experience in internal signal cable assembly products. He graduated
from the Faculty of Electrical Engineering of Nanyang Polytechnic with a
diploma in electrical technology in July 1999.

Ms. Chen Jing (BR %) (“Ms. Chen"), aged 35, is the investment director
of the Company, responsible for financial management and investment
management of the Group, including formulation of various financial
management rules, financial income and expenditure plan, cost
planning and budgets, investment plan and due diligence on new
investment projects, and compilation of the financial report and analysis
of the Group. Ms. Chen has over 9 years of experience in accounts
management gained in our Group and in her previous employment.
Before joining the Group in April 2010, Ms. Chen worked at Deloitte
Touche Tohmatsu CPA Ltd. from August 2003 to March 2010 and was
the assistant auditing manager from July 2008 to March 2010. She has
extensive experience in financial management. She graduated from
Dalian University of Technology with a bachelor degree in economics
and a master degree in accounting in 2000 and 2003, respectively.
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Report of the Directors

The Directors have pleasure in submitting herewith their annual report
together with the audited financial statements for the year ended 31
December 2012.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
The Company is a limited liability company incorporated in the Cayman
Islands and its principal place of business in Hong Kong is 33rd Floor,
Shui On Centre, 6-8 Harbour Road, Wanchai, Hong Kong.

PRINCIPAL ACTIVITIES

For the year ended 31 December 2012, the Group was principally
engaged in the provision of one-stop signal transmission and
connectivity solutions and related products. The Group designs,
develops, manufactures and sells a comprehensive range of products
including external and internal signal cable assembly, signal
transmission wire and cable, power cord assembly, connectors,
antennas, automotive wiring harness and other products.

CORPORATE REORGANIZATION

The Company was incorporated in the Cayman Islands on 16 November
2007 as an exempted company with limited liability under the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands. Pursuant to a group reorganization to rationalise
the structure of the Group in preparation for the public listing of the
Company’s shares on the Main Board of the Stock Exchange (the
“Listing”), the Company became the holding company of the companies
then comprising the Group on 30 January 2008.

Details of the corporate reorganization are set out in the section headed
"History, Reorganization and Group Structure” and in Appendix VI
“Statutory and General Information” to the Prospectus for the Listing.
The shares of the Company have been listed on the Stock Exchange
since 16 November 2010.

SUBSIDIARIES
Details of the subsidiaries of the Company are set out in note 42 to the
consolidated financial statements.

DIVIDEND

The Directors considered that the declaration, payment and amount of
the dividend shall be subject to the status of the Group’s future
development. The Directors do not recommend the payment of any
dividend for the financial year ended 31 December 2012 (2011: Nil) and
will consider to formulate a dividend policy at an appropriate time in the
future.
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RESERVES

Details of movements in reserves of the Group during the year ended
31 December 2012 are set out in the section headed “consolidated
statement of changes in equity”.

DISTRIBUTABLE RESERVE

The Company’s reserves available for distribution, calculated in
accordance with the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, amounted to
approximately RMB596.9 million as at 31 December 2012. Such amount
includes the Company’s share premium and capital reserve account of
approximately RMB536.3 million and retained profits approximately
RMB60.6 million in aggregate as at 31 December 2012.

CLOSURE OF TRANSFER BOOKS AND REGISTER
OF MEMBERS

The transfer books and register of members of the Company will be
closed from 22 May 2013 to 29 May 2013 (both dates inclusive) during
which period no transfer of shares will be registered. In order to qualify
for attending and voting at the annual general meeting (“AGM") of the
Company, all transfers of shares accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar
and transfer office in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong for registration no later than
4:30 p.m. on 21 May 2013.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2012, the aggregate sales
attributable to the Group’s top five largest customers comprised
approximately 44.9% (2011: 48.2%) of the Group's total sales and the
sales attributable to the Group's largest customer were approximately
13.0% of the Group’s total sales. The aggregate purchases attributable
to the Group's top five largest suppliers comprised approximately 34.2%
(2011: 44.7%) of the Group's total purchases for the year and the
purchases attributable to the Group’s largest supplier were
approximately 25.0% of the Group'’s total purchases for the year.

So far as is known to the Directors, none of the Directors, their
associates or substantial Shareholders owns more than 5% of the
Company'’s issued share capital nor had any interest in the share capital
of any of the top five largest customers and suppliers of the Group.
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Report of the Directors

FINANCIAL STATEMENTS

The result of the Group for the year ended 31 December 2012 and the
state of the Group’s and the Company's affairs as at 31 December 2012
are set out in the consolidated financial statements on pages 76, 77 and
183 of this report.

OPERATING RESULTS
The Group's results for the year ended 31 December 2012 are set out in
the consolidated statement of comprehensive income on page 75.

The Group's loss attributable to owners of the Company for the year
ended 31 December 2012 was approximately RMB48.3 million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group for the year ended 31 December 2012 are set out in note 16 to
the consolidated financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company during
the year ended 31 December 2012 are set out in note 31 to the
consolidated financial statements.

DIRECTORS
The Directors during the financial year and up to the date of this report
include:

Executive Directors

Mr. Chi Shaolin (Chairman and CEO)

Mr. Jiang Taike (Vice CEQ)

Mr. Li Jianming (Vice CEO)

Mr. Mao Wanjun (retired on 29 May 2012)
Mr. Kang Jin Won (retired on 29 May 2012)

Non-executive Director
Ms. Xu Yiming (Adviser)

Independent Non-executive Directors
Mr. Shu Wa Tung, Laurence

Mr. Song Lizhong

Ms. Zheng Lin
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DIRECTORS (continued)

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of independence in
accordance with Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive Directors are independent in
accordance with the Listing Rules.

Each of the executive and non-executive Directors has entered into a
service contract with the Company for an initial term of three years
commencing from the date of listing of the Company, i.e. 16 November
2010 (the “Listing Date"”) on the Stock Exchange and each of the
independent non-executive Directors has entered into a service
contract with the Company for an initial term of three years
commencing from 25 October 2010, and thereafter may be terminated
by either party giving the other not less than three months’ prior written
notice.

Pursuant to article 84(1) of the articles of association of the Company,
at each annual general meeting one-third of the Directors for the time
being (or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office by rotation
provided that every Director shall be subject to retirement at an annual
general meeting at least once every three years. Mr. Chi Shaolin
(executive Director), Mr. Jiang Taike (executive Director), Ms. Xu Yiming
(non-executive Director), Mr. Shu Wa Tung, Laurence (independent non-
executive Director), Mr. Song Lizhong (independent non-executive
Director) and Ms. Zheng Lin (independent non-executive Director) shall
retire by rotation at the conclusion of the AGM and be eligible for re-
election at the AGM.

Mr. Chi Shaolin (executive Director), Mr. Jiang Taike (executive Director),
Mr. Shu Wa Tung, Laurence (independent non-executive Director) and
Ms. Zheng Lin (independent non-executive Director) will offer
themselves for re-election at the AGM. Ms. Xu Yiming (non-executive
Director) and Mr. Song Lizhong (independent non-executive Director)
have informed the Company that they will not offer themselves for re-
election as Ms. Xu Yiming and Mr. Song Lizhong would like to devote
more time to pursue other career interests.

No Director proposed for re-election at the AGM has an unexpired
service contract which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other
than statutory compensation.
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DIRECTORS' REMUNERATION

The compensation and benefits committee of the Company considers
and recommends to the Board the remuneration and other benefits
paid by the Company to the Directors. The remuneration of all Directors
is subject to regular monitoring by the compensation and benefits
committee of the Company to ensure that the levels of their
remuneration and compensation are appropriate. Details of Directors’
remuneration are set out in note 12 to the consolidated financial
statements.

Senior management’s remuneration payment of the Group for the year
ended 31 December 2012 falls within the following bands:
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Number of Individuals
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HKD500,000 or below
HKD500,001 to HKD1,000,000
HKD1,000,001 to HKD1,500,000

500,000/ T IA T

DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the Directors and senior management are set out
on pages 39 to 46 of this report.

DIRECTORS’ INTEREST IN CONTRACTS

Save as disclosed in this report, there was no contract of significance to
which the Company, its holding company, or any of its subsidiaries was
a party, and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted during or at the end of the year
ended 31 December 2012.
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DIRECTORS' AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2012, the interests or short positions of the Directors
and chief executives of the Company in the shares and underlying
shares of the Company and its associated corporation (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQ"))
which were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such
provision of the SFO) or which were required to be recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as follows:
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Percentage of

Number of the issued
issued ordinary  share capital of
shares held the Company

Name of Directors Capacity ZEREE AR AT B EBIT
EEpR 54 e 1T BAET DL
Mr. Chi Shaolin® Interest of controlled corporation 294,283,839 (L) 40.9%
BRAOMEED R LB R
Ms. Xu Yiming®@ Interest of controlled corporation 17,126,918 (L) 2.4%
RER LT XA E R
Mr. Jiang Taike® Beneficial owner 16,248,857 (L) 2.3%
BAREAES EnEAA
Mr. Li Jianming® Beneficial owner 1,030,431 (L) 0.1%
TEAKE® EnEAA

(L):  Long position L: FE

Note 1:  Mr. Chi Shaolin is deemed to be interested in 294,283,839 Shares held by Chenlin Bzt 1: HEMBEEEDERAGHEIHEELEHES -

International Joint Stock Company Limited by virtue of it being wholly-owned by Mr.
Chi Shaolin.
Note 2:  Splendor Sun Group Limited held a total of 60,945,383 Shares for each of the 3
minority Shareholders, including Ms. Xu Yiming who is interested in 17,126,918
Shares.
Note 3: Yongchang Joint Stock Company Limited held a total of 72,903,711 Shares in trust
for each of the 37 minority Shareholders, including Mr. Jiang Taike who is interested
in 16,248,857 Shares.
Note 4: Hongxin Joint Stock Company Limited held a total of 36,791,039 Shares in trust for
each of the 136 employees, including Mr. Li Jianming who is interested in 1,030,431
Shares.
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DIRECTORS' AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Save as disclosed above, as at 31 December 2012, none of the Directors
or chief executives of the Company had or was deemed to have any
interests or short positions in the shares or underlying shares of the
Company and its associated corporations (within the meaning of Part
XV of the SFO), which had been recorded in the register maintained by
the Company pursuant to section 352 of the SFO or which had been
notified to the Company and the Stock Exchange pursuant to the Model
Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES

Save as disclosed above, at no time during the year was the Company,
its holding companies, or any of its subsidiaries a party to any
arrangement to enable the Directors and chief executives of the
Company (including their spouses and children under 18 years of age)
to hold any interest or short positions in the shares, or underlying
shares, or debentures, of the Company or its associated corporations
(with the meaning of Part XV of the SFO).

SHARE OPTION SCHEME

The Company adopted a share option scheme on 25 October 2010 (the
“Share Option Scheme”) for the purpose of enabling the Company to
grant options to selected eligible participants as incentives or rewards
for their contribution to the Group and/or to enable the Group to recruit
and retain high caliber employees and attract human resources that are
valuable to the Group and any invested entity.

Eligible participants include the Directors, any employee (whether full-
time or part-time) or Shareholder, and any customer, supplier, agent,
business or joint venture business partner, consultant, distributor,
promoter, service provider, adviser or contractor to any member of the
Group.

The maximum number of Share which may be issued upon exercise of
all options to be granted under the Share Option Scheme and any other
schemes of the Group shall not in aggregate exceed 10% of the Shares
in issued as at the Listing Date, i.e. 72,000,000 Shares. No option may
be granted to any participant of the Share Option Scheme such that the
total number of Shares issued and to be issued upon exercise of the
options granted and to be granted to that person in any 12-month
period up to the date of the latest grant exceeds 1% of the Company's
issued share capital from time to time.
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SHARE OPTION SCHEME (continued)

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as determined by the Board
and not exceeding 10 years from the date of the grant. There is no
minimum period for which an option must be held before it can be
exercised. Participants of the Share Option Scheme are required to pay
the Company HKD1.00 upon acceptance of the grant on the offer date.
The exercise price of the options is determined by the Board in its
absolute discretion and shall not be less than which ever is the highest
of:

(@) the closing price of the Shares as stated in the Stock Exchange’s
daily quotation sheets on the date of the grant, which must be a
business day;,

(b)  the average closing price of the Shares as stated in the Stock
Exchange's daily quotation sheets for the five (5) trading days
immediately preceding the date of the grant; and

()  the nominal value of a Share.
The Share Option Scheme shall be valid and effective for a period of 10
years from 15 November 2010 after which no further options will be

granted or offered.

There is no options outstanding, granted, exercised, cancelled and
lapsed during the year ended 31 December 2012.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to any Directors or chief executives of the Company,
as at 31 December 2012, the persons or corporations (other than
Directors or chief executives of the Company) who had interest or short
positions in the shares and underlying shares of the Company which
were required to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept under section 336 of the SFO were as
follows:

WA

FTERRNRD RAEER GRS
5879

AARFUEMESTHEETHRAERA R
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Percentage of

Number of the issued
issued ordinary  share capital of
shares held the Company
Name of Substantial Shareholders Capacity TEREE EARQAT BT
TERRHEE BB 514 e &7 RAEBFDL
Chenlin International Joint Stock Beneficial ownert® 294,283,839 (L) 40.9%
Company Limited
EMEER RN BIRA R EnEEAD
Yongchang Joint Stock Company Trustee® 72,903,711 (L) 10.1%
Limited
XERMDERAR XFEAQ
Hongxin Joint Stock Company Trustee® 36,791,039 (L) 5.1%
Limited
BLEBRNER AR XFEAL
Splendor Sun Group Limited Beneficial owner® 60,945,383 (L) 8.5%
1B EEER AR ERBEAA®
Mr. Chi Rongjie Interest of controlled corporation® 40,144,347 (1) 5.6%
BERAEE R AE R

(L):  Long position
Notes:

Q)] Chenlin International Joint Stock Company Limited held 40.9% interest in the
Company, which entire issued share capital is owned by Mr. Chi Shaolin. Mr. Chi
Shaolin serves as the sole director of Chenlin International Joint Stock Company
Limited.

2) Yongchang Joint Stock Company Limited held 10.1% interest in the Company in trust
for 37 minority Shareholders, including Mr. Jiang Taike, executive Director, who is
interested in 16,248,857 Shares.

3) Hongxin Joint Stock Company Limited held 5.1% interest in the Company in trust for
136 employee Shareholders, including Mr. Li Jianming, executive Director, who is
interested in 1,030,431 Shares.

4) Splendor Sun Group Limited held 8.5% interest in the Company for 3 minority
Shareholders, including Ms. Xu Yiming, non-executive Director, and Mr. Chi Rongjie,
who are interested in 17,126,918 Shares and 40,144,347 Shares, respectively.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES (continued)

Save as disclosed above, as at 31 December 2012, the Directors are not
aware of any other person or corporation (other than Directors or chief
executives of the Company) having an interest or short position in the
shares and underlying shares of the Company which would require to
be recorded in the register required to be kept by the Company under
section 336 of the SFO.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this report, the
Company has maintained sufficient public float required under the
Listing Rules for the year ended 31 December 2012.

CONTRACTS WITH CONTROLLING
SHAREHOLDERS

Save as disclosed in this report, no contract of significance has been
entered into between the Company or any of its subsidiaries and the
controlling shareholders of the Company or any of their subsidiaries, at
any time during the year. No contract of significance for the provision of
services to the Company or any of its subsidiaries by the controlling
shareholders of the Company or any of their subsidiaries.

NON-COMPETITION UNDERTAKINGS

Each of the controlling Shareholders has confirmed to the Company of
his/her compliance with the non-compete undertakings provided to the
Company under the Deed of Non-competition (as defined in the
Prospectus). The independent non-executive Directors have reviewed
the status of compliance and confirmed that all the undertakings under
the Deed of Non-competition have been complied with by the
controlling Shareholders.

DIRECTORS’ INTEREST IN COMPETING BUSINESS
None of the Directors is or was interested in any business apart from
the Group's business, that competes or competed or is or was likely to
compete, either directly or indirectly, with the Group’s business at any
time during the year ended 31 December 2012 and up to and including
the date of this report.
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RELATED PARTY TRANSACTIONS

Save for the connected transactions in the section headed
“Management Discussion & Analysis”, all related party transactions
disclosed in note 40 to the financial statements did not constitute
connected transaction or continuing connected transaction of the
Company subject to, among other things, reporting, announcement or
independent shareholders’ approval requirements under Chapter 14A
of the Listing Rules. The related party transactions under the paragraph
headed "Compensation of key management personnel” in note 40 to
the financial statements were exempted from reporting, announcement
and independent shareholders’ approval requirements pursuant to Rule
14A.31(6) of the Listing Rules. The transaction disclosed in the
paragraph headed “disposal of a subsidiary” was exempted from
reporting, announcement and independent shareholders’ approval
requirements pursuant to Rule 14A.31(9).

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2012, bank balances and cash of the Group
amounted to approximately RMB82.3 million (2011: approximately
RMB106.7 million). Details of such are set out in note 26 to the
consolidated financial statements.

As at 31 December 2012, the Group had bank loans and other
borrowings of approximately RMB800.2 million (2011: approximately
RMB653.5 million), among which approximately RMB668.9 million was
secured by the Group’s property, plant and equipment, trade and bill
receivables, pledged bank deposit and land use rights. Details of such
are set out in notes 16, 17, 24 and 25 to the consolidated financial
statements.

HUMAN RESOURCES

As at 31 December 2012, the Group employed 3,150 employees (2011:
3,042). The emolument policy of the employees of the Group is
determined on the basis of their merit, qualifications and competence.
The Company adopted the Share Option Scheme to provide incentive to
its senior management and employees. Please refer to the paragraphs
headed “Share Option Scheme” in this report for details of such
scheme.

As at 31 December 2012, the total staff costs (including directors’
emoluments) amounted to approximately RMB306.2 million (2011:
approximately RMB241.2 million). The Company maintains a Share
Option Scheme for the purpose of providing incentives and rewards to
the eligible participants for their contributions to the Group.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out in the financial highlight
section on pages 9 to 13 to this report.

RETIREMENT SCHEMES
Particulars of employee retirement schemes of the Group are set out in
note 35 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares to existing Shareholders on a
pro-rata basis.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company's listed securities for the year ended 31
December 2012.

ANNUAL GENERAL MEETING

The AGM of the Company will be held on Wednesday, 29 May 2013 and
the notice of the AGM is included in a circular distributed to the
Shareholders together with this annual report.

AUDITOR

The consolidated financial statements of the Group for the year ended
31 December 2012 have been audited by Deloitte Touche Tohmatsu
("Deloitte”), who will retire at the forthcoming AGM. The Company will
introduce a comprehensive competitive tender for independent auditing
services in which two leading independent international accounting
firms (including Deloitte and Ernst & Young) were invited to take part.

By order of the Board
Chi Shaolin
Chairman

Hong Kong, 27 March 2013
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Directors recognise the importance of incorporating the elements
of good corporate governance into the management structures and
internal control procedures of the Group so as to achieve effective
accountability to the shareholders of the Company as a whole. The
Board strived to uphold good corporate governance and adopt sound
corporate governance practices continuously in the interest of
shareholders of the Company to enhance the overall performance of
the Company. The principles and the code provisions of the Code on
Corporate Governance Practices (the “CG Code”) effective before 1
April 2012 contained in the former Appendix 14 to the Listing Rules had
been adopted by the Group prior to and on 31 March 2012, and the
principles and code provisions of the revised Corporate Governance
Code (the “Revised CG Code") effective from 1 April 2012 contained in
the revised Appendix 14 to the Listing Rules have been adopted by the
Group after 31 March 2012. The Company has also complied with the
CG Code from 1 January 2012 to 31 March 2012 and the Revised CG
Code from 1 April 2012 to 31 December 2012 except disclosed in the
paragraph headed “Chairman and CEO" below in this corporate
governance report.

MODEL CODE FOR DIRECTORS' SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of
the Listing Rules as its code of conduct regarding securities transactions
by the Directors. On specific enquiries made, all Directors confirmed
that they have complied with the required standards set out in the
Model Code and its code of conduct regarding Directors’ securities
transactions during the year ended 31 December 2012.
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A E R AW

BOARD OF DIRECTORS

Composition of the Board of Directors

As at 31 December 2012, the Board comprises three executive
Directors, one non-executive Director and three independent non-
executive Directors. The composition of the Board during the year
ended 31 December 2012 was as follows:

Executive Directors

Mr. Chi Shaolin (Chairman and CEO)

Mr. Jiang Taike (Vice CEO)

Mr. Li Jianming (Vice CEO)

Mr. Mao Wanjun (retired on 29 May 2012)
Mr. Kang Jin Won (retired on 29 May 2012)

Non-executive Director
Ms. Xu Yiming (Adviser)

Independent Non-executive Directors
Mr. Shu Wa Tung, Laurence

Mr. Song Lizhong

Ms. Zheng Lin

The biographical details of all Directors are set out in pages 39 to 46 of
this annual report. Among members of the Board, Mr. Chi Shaolin is the
son-in-law of Ms. Xu Yiming. Save as disclosed herein, to the best
knowledge of the Company, there is no other financial, business, family
or other material or relevant relationships among the members of the
Board.

The composition of the Board is well balanced with each Director
having sound industry knowledge, extensive corporate and strategic
planning experience and/or expertise relevant to the business of the
Group. The Board brings a variety of experiences and expertise to the
Company.

Functions of the Board

The Board takes overall responsibility to oversee all major matters of
the Group, including the formulation and approval of all policy matters,
considering and approving overall development strategies, financial
objectives, annual budget, investment proposals, monitoring and
controlling the operation and financial performance, internal control
and risk management systems of the Group and to assume the
responsibilities of corporate governance of the Group.
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BOARD OF DIRECTORS (continued)

Board Meetings and Board Practices

During the year ended 31 December 2012, the Board held 6 meetings
and 4 of the meetings were regular Board meetings. The Directors can
attend meetings in person or through other means of electronic
communication in accordance with the Company’s articles of
association. The company secretary of the Company (the “Company
Secretary”) will assist the Chairman to prepare the agenda of the
meeting and all Directors have the opportunity to include matters in the
agenda for Board meetings. Notices of at least 14 days of Board
meetings are given to the Directors and Board procedures complied
with the articles of association of the Company, as well as relevant rules
and regulations. The Directors are provided with relevant materials
relating to the matters brought before the meetings. All Directors have
separate and independent access to the senior management and the
Company Secretary at all time and will be able to seek independent
professional advice at the Company’s expense. The Company Secretary
is also responsible for ensuring the procedures of the Board meetings
are observed and providing the Board with opinions on matters in
relation to the compliance with the procedures of the Board meetings.
All minutes of Board meetings were recorded in sufficient detail the
matters considered by the Board and the decisions reached.

The number of the Board meetings held and the attendance of each
Director at the Board meetings for the year ended 31 December 2012
have been set out as follows:

No. of Board meetings held: EEHESEERAE
Name of the Director EEMA
Executive Directors BITES

Mr. Chi Shaolin BOMEAE

Mr. Jiang Taike BAREAE

Mr. Li Jianming FERSTE

Mr. Mao Wanjun (retired on 29 May 2012) EEHLEAE(RZE
Mr. Kang Jin Won (retired on 29 May 2012) EREEAE (R
Non-executive Director FHITES

MSs. Xu Yiming GE S
Independent Non-executive Directors BIFHITES
Mr. Shu Wa Tung, Laurence AER A

Mr. Song Lizhong NI R

Ms. Zheng Lin 157 ot
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BOARD OF DIRECTORS (continued)

General Meetings

The number of general meetings held and the attendance of each
Director at the general meetings for the year ended 31 December 2012
have been set out as follows:

No. of general meeting held: ERBERERASHRE :
Name of the Director EEHR

Executive Directors HITES

Mr. Chi Shaolin BOME A

Mr. Jiang Taike BAREA

Mr. Li Jianming FEMRLAE

Mr. Mao Wanjun (retired on 29 May 2012)
Mr. Kang Jin Won (retired on 29 May 2012)

Non-executive Director FHTES

MSs. Xu Yiming RESR T+
Independent Non-executive Directors BIFHITES
Mr. Shu Wa Tung, Laurence EFER LA

Mr. Song Lizhong NI RITE

Ms. Zheng Lin 57 S g

Directors’ Appointment, Re-election and Removal

Each of the executive and non-executive Directors has entered into a
service contract with the Company for an initial term of three years
commencing from the Listing Date, i.e. 16 November 2010, and each of
the independent non-executive Directors has entered into a service
contract with the Company for an initial term of three years
commencing from 25 October 2010, all are subject to termination in
accordance with the provisions of the service contract or by either party
giving the other not less than three months’ prior written notice.

By virtue of article 83(3) of the articles of association of the Company,
Directors shall have the power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy of the
Board or as an addition to the existing Board. Any Director appointed by
the Board to fill a casual vacancy shall hold office until the first general
meeting of Shareholders after his appointment and be subject to re-
election at such meeting and any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next
following annual general meeting of the Company and shall then be
eligible for re-election.
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BOARD OF DIRECTORS (continued)

Directors’ Appointment, Re-election and Removal (Continued)
In compliance with the code provision A.4.2 of the applicable corporate
governance codes, all Directors are subject to retirement by rotation at
least once every three years. Furthermore, pursuant to the article 84(1)
of the articles of association of the Company, at each annual general
meeting one-third of the Directors for the time being (or, if their number
is not a multiple of three (3), the number nearest to but not less than
one-third) shall retire from office by rotation provided that every
Director shall be subject to retirement at an annual general meeting at
least once every three years.

Independent Non-executive Directors

Independent non-executive Directors have played a crucial role in the
Board by providing their independent judgment at the Board meeting
and scrutinizing the Group's performance. Their views carry significant
weight in the Board'’s decision, in particular, they bring an impartial view
to bear on issues of the Group's strategy, performance and control. All
independent non-executive Directors possess extensive academic,
professional and industry expertise and management experience and
have provided their professional advices to the Board. The independent
non-executive Directors provide independent advice on the Group's
business strategy, results and management so that all interests of the
Shareholders will be taken into account, and the interests of the
Company and its shareholders can be protected.

In compliance with Rules 3.10(1) and 3.10A of the Listing Rules, the
Board consists of three independent non-executive Directors
representing one-third of the Board, among the three independent non-
executive Directors, Mr. Shu Wa Tung, Laurence, possessing
appropriate professional qualification in accounting or related financial
management expertise as required by Rule 3.10(2) of the Listing Rules.

The Company has received the annual written confirmation of
independence from each of its independent non-executive Directors
pursuant to Rule 3.13 of the Listing Rules. The Company, based on such
confirmations, considers that all the independent non-executive
Directors, namely, Mr. Shu Wa Tung, Laurence, Mr. Song Lizhong and
Ms. Zheng Lin, are independent and they all meet the specific
independence guidelines as set out in Rule 3.13 of the Listing Rules.
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BOARD OF DIRECTORS (continued)

Chairman and CEO

According to the code provision A.2.1 of the applicable corporate
governance codes, the roles of the chairman and the chief executive
should be separate and should not be performed by the same
individual. The Group does not at present separate the roles of the
chairman and CEO. For the year ended 31 December 2012, Mr. Chi
Shaolin is both the chairman of the Board and the CEO of the Group. He
has extensive experience and in-depth knowledge in the electronics
industry and is responsible for the overall strategic planning, business
planning and decision making in all material matters in the Group. The
Board considers that vesting the roles of chairman and CEO in the same
individual is beneficial to the business prospects and management of
the Group. The balance of power and authorities is ensured by the
operation of the Board and the senior management, which comprise
experienced and high caliber individuals. Notwithstanding the above,
the Board will review the current structure from time to time. When at
the appropriate time and if a candidate with suitable leadership,
knowledge, skills and experience can be identified within or outside the
Group, the Company may make necessary arrangements.

Delegation of Powers

The Board delegates the authority and responsibility for implementing
day-to-day operations, administration and management of the Group’s
businesses to the chief executive officer, the executive Directors, the
senior management and certain specific responsibilities to the Board
committees of the Company. When the Board delegates aspects of its
management and administration functions to members of the
management team, it gives clear directions as to the powers of
management, in particular, with respect to the circumstances where
the management team needs to report back and obtain prior approval
from the Board before making decisions or entering into any
commitments on behalf of the Company. The delegated functions and
work tasks are regularly reviewed.

Continuous Professional Development

According to the code provision A.6.5 of the Revised CG Code, all
directors should participate in a programme of continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the board remains informed and
relevant. The Company should be responsible for arranging and funding
training, placing an appropriate emphasis on the roles, functions and
duties of the Directors.
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BOARD OF DIRECTORS (continued)

Continuous Professional Development (Continued)

For the year ended 31 December 2012, the Company had arranged to
provide to all Directors with the “Guidelines for Directors” and the
“Guide for Independent Non-executive Directors” issued by the Hong
Kong Institute of Directors.

The Company also updates the Directors and senior management on
the latest development regarding the Listing Rules and other applicable
regulatory requirements from time to time, to ensure compliance and
enhance their awareness of good corporate governance practices. In
particular, training sessions covering topics including the revised CG
Code and the disclosure of inside information had been held during the
year.

According to the records provided by the Directors, a summary of
training received by the Directors since 1 April 2012 up to 31 December
2012 is as follows:

Name of Directors

EEES

Executive Directors HITES
Mr. Chi Shaolin BAOMEAE
Mr. Jiang Taike BAREA
Mr. Li Jianming ZERASTAE

Mr. Mao Wanjun (retired on 29 May 2012) EE#HEE (R ——F

AAZ+NBEME)
ERBEGEE (R ——F
AAZ+NREME)

Mr. Kang Jin Won (retired on 29 May 2012)

Non-executive Director FHITES

Ms. Xu Yiming REGE T
Independent non-executive Directors B EHITES
Ms. Shu Wa Tung, Laurence ATERSAE

Mr. Song Lizhong R BRI A

Ms. Zheng Lin 157 Sognm

Liability Insurance for Directors

The Company has subscribed appropriate and sufficient insurance
coverage on directors’ liabilities in respect of legal actions taken against
Directors arising out of corporate activities since 31 March 2012.

AR R

EEgw®

FEEXRE (&)
REE-_E——F+-_A=+—HIFE &
RAELRHARESIREHERESZ ST
B2 [EHR4E3 R BUIFRITEEIES|] -

ARBRIERNEELSREREEESNERL
AR REMEAEE RENRIER - #BR
BREBTRIERBEIRGFERERAFTR - A8
MmsE » ARRERFARITEIRE - REX
BERETEREATARBEEARHEE -

BEESRENDE EER T ——FUA
—BE_F——F+=-A=+—BHENEI
ERbgiaian T

Attending

Reading training/briefing
materials sessions
HEERE

RMEME IGE:
v v

v 4

v 4

v v

v X

v v

v v

v 4

v v

ESEERR
ARAEB-E-—_F=ZA=t—HEBEE
aRzRRR  UNBEESEHEXEHHRE
EHEEMBELARFANEE -
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BOARD COMMITTEES

The Board has established (i) an audit committee; (i) a compensation
and benefits committee; and (jii) a nomination committee, with defined
terms of reference. The latest versions of the terms of reference of the
Board committees which explain their respective role and the authority
delegated to them by the Board are available on the websites of the
Stock Exchange and the Company. The Board committees are provided
with sufficient resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice and other
assistance in appropriate circumstances, at the Company’s expenses.

Audit Committee

Composition

The Company established an audit committee (the “Audit Committee”)
pursuant to a resolution of Directors passed on 25 October 2010 in
compliance with Rule 3.21 of the Listing Rules. The primary
responsibilities of the Audit Committee are to make recommendation to
the Board on the appointment and removal of external auditor, review
the financial statements and material advice in respect of financial
reporting, and oversee the internal control procedures of the Company.
The Audit Committee consists of three members, namely, Mr. Shu Wa
Tung, Laurence, Mr. Song Lizhong and Ms. Zheng Lin, all of whom are
independent non-executive Directors. Mr. Shu Wa Tung, Laurence
currently serves as the chairman of the Audit Committee. The Audit
Committee has adopted the terms of reference which are in line with
the applicable code provision in the CG Code and the revised CG Code
at relevant time.

The Audit Committee has reviewed the Group's annual results for the
year ended 31 December 2012, the consolidated financial statements
for the year ended 31 December 2012 and this annual report.

During the year ended 31 December 2012, the Audit Committee held 2
meetings to make recommendation on the re-appointment of external
auditor, review financial statements, financial reporting system and
internal control procedures of the Company. And the attendance of
each Audit Committee member at the meetings for the year have been
set out as follows:

EEXZEE

ERECRLNEZZES  (NFMERENE
g hilERZEES YEATHBESD
c BEEL B QRN B AR E 7] OB AL
FrRARRIEEER - B FHAMPISE MR
BRESEESRENER EFZSGEREHR
RHNERBETHEE RRABEEREAAE
HEBATSRBUEXELMEMEDER
BEARRR]A -

BEREES

o4

BB LETRAUE321G ARAER T —F
FHA-TRARBEN - REFRERKILE
ZZBE([BEZREE])  -ERREENEE
BEDRRERERINEZEEAEFTEFH
HEER  BHMBREALBBMBRENE
EER  UREEARFNAIEZRT - F
BEZEEBEAIM=RKEBHERK  BREEFERSE
B RIRFEERBHL T (ZZKEH LB
MIEHTTER)  MSERTLEBANETEZ
ZEETIR - ERZEQCHEMELXEART
Al AR RT (R B A <7 RIE A < RSP E iR
X BERE -

BRZEARCENARERE T —F 1=
A=+ ALEEN2EREE BE-F =
F+ZA=t+ - ALEENGANBERERA
F3f -

HE_Z——H+_-_A=1+—HIEFE #EZ
ZEEAM2NTHEARZEERIINEZEED -
ERVBHRE  UHERERFRARRHAD
EREF AFEREXZEGREBHESR
Z2ERIT

No. of Audit Committee meetings held: EEHERZEEERRE

Name of the Audit Committee members EREESRERA

Mr. Shu Wa Tung, Laurence AFERSLA 2/2
Mr. Song Lizhong RIRIEAE 2/2
Ms. Zheng Lin (57 ogun 2/2
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BOARD COMMITTEES (continued)

Compensation and Benefits Committee

Composition

The Company established a compensation and benefits committee (the
“C&B Committee”) on 25 October 2010 with written terms of reference.
For the purpose of complying with the Revised CG Code, the Board has
adopted revised terms of reference for the C&B Committee on 22
March 2012. The primary duties of the C&B Committee are to review
and make recommendations to the Board on the overall remuneration
policy and structure relating to all Directors and senior management of
the Company. The compensation and remuneration of all Directors and
senior management of the Company is subject to regular review by the
C&B Committee to ensure that the levels of their remuneration and
compensation are appropriate and none of the Directors determine
their own remuneration. The C&B Committee consists of three
members, namely, Ms. Zheng Lin, Mr. Shu Wa Tung, Laurence (both are
independent non-executive Directors) and Ms. Xu Yiming (a non-
executive Director). Ms. Zheng Lin currently serves as the chairman of
the C&B Committee.

During the year ended 31 December 2012, the C&B Committee held 2
meetings to review and make recommendation on the remuneration
policy and structure relating to Directors and senior management of the
Company. And the attendance of each C&B Committee member at the
meetings for the year have been set out as follows:

A E R AW
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No. of C&B Committee meetings held: ERBFMRENZEESRRE

Name of C&B Committee members FHMRENEZEEERNEHR R

Ms. Xu Yiming REH L+ 1/2
Mr. Shu Wa Tung, Laurence AFER LA 2/2
Ms. Zheng Lin (57 o 2/2

Remuneration Policy for Directors and Senior Management
The emolument policy of the employees of the Group is determined on
the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended by the C&B
Committee, having regard to the Company’s operating results,
individual performance, experience, responsibility, workload and time
devoted to the Company and comparable market statistics. Each of the
executive Directors is entitled to a basic salary which is reviewed
annually. In addition, each of the executive Directors may receive a
discretionary bonus as the Board may recommend. Such amount has to
be approved by the C&B Committee.

The Company has adopted a Share Option Scheme on 25 October 2010.
The purpose of the Share Option Scheme is to enable the Company to
grant options to selected eligible participants as incentives or rewards
for their contribution to the Group and/or to enable the Group to recruit
and retain high caliber employees and attract human resources that are
valuable to the Group and any invested entity.

EENSREEENHFMEE
AEENEEFMBRERENEERE EER
REESMETE -
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BOARD COMMITTEES (continued)

Nomination Committee

Composition

The Company established a nominating and corporate governance
committee on 25 October 2010 (which was renamed as Nomination
Committee on 22 March 2012, the “Nomination Committee”) with
written terms of reference. For the purpose of complying with the
Revised CG Code, the Board has adopted revised terms of reference for
the Nomination Committee on 22 March 2012. The primary duties of the
Nomination Committee are to review the structure, size and
composition of the Board on a regular basis and to recommend to the
Board the suitable candidates for Directors after consideration of the
nominees’ independence and quality in order to ensure fairness and
transparency of all nominations. The Nomination Committee consists of
three members, namely Mr. Chi Shaolin (an executive Director), Mr. Shu
Wa Tung, Laurence and Mr. Song Lizhong (both are independent non-
executive Directors). Mr. Chi Shaolin currently serves as the chairman
of the Nomination Committee.

During the year ended 31 December 2012, the Nomination Committee
held 2 meetings to review the structure, size and composition of the
Board. And the attendance of each Nomination Committee member at
the meetings for the year have been set out as follows:

BEEZEE®)
REEEE
AR
KRR EREEERZES (R
FZAZ-+-—BE¥Hm %%?m%é,\a(ﬁm%
EEE)) R _E—BFE+A-+HBAMT -
WREEAREDE - BUTLEITCEER
#w BEEOR T —F=A-+-AK
MITIETMIR A EE e MERE - 2 REEE
Eﬁi%ﬂﬁaﬁmﬁﬁ’fﬁﬁ%%’;m EFE - MR X
R WEEBREANBIMREEEAE
ESHEABNERHEEA  LWERIEIRS
AFRAEHE -RLEERH_-_SREA
B BIEEAMELE (MITES) - SFEREL
RRIBHRE(CANABYERTES) A
B TROMELBREEREEEEEE -

BE-T——F+-A=+—BHLFE RA
ZESBF2RERURTEZTSNEE B
BRAERK - AFESIREZEEXEHESH
ZIERMT

No. of Nomination Committee meetings held: ERMERZESSENRE :

Name of the Nomination Committee members ;’&E% ZEERERSR

Mr. Chi Shaolin BAOMEAE 2/2
Mr. Shu Wa Tung, Laurence EERLA 2/2
Mr. Song Lizhong RILBIAE 2/2
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BOARD COMMITTEES (continued)

Corporate Governance Functions

The Company’s corporate governance functions are carried out by the
Board pursuant to a set of written terms of reference adopted by the
Board in compliance with code provision D.3.1 of the applicable
corporate governance codes, which include (a) to develop and review
the Company’s policies and practices on corporate governance and
make recommendations to the Board; (b) to review and monitor the
training and continuous professional development of the Directors and
senior management of the Group; (c) to review and monitor the
Company’s policies and practices on compliance with legal and
regulatory requirements; (d) to develop, review and monitor the code of
conduct and compliance manual (if any) applicable to employees of the
Group and the Directors; and (e) to review the Company’s compliance
with the applicable corporate governance codes and disclosure in the
corporate governance report.

FINANCIAL REPORTING

The Board, supported by the chief financial officer and the finance
department, is responsible for the preparation of the Group's financial
statements for each financial year which shall give a true and fair view
of the financial position, performance and cash flow of the Group for
that period. In preparing the financial statements for the year ended 31
December 2012, the Board has selected suitable accounting policies
and applied them consistently, made judgments and estimates that are
prudent, fair and reasonable and prepared the financial statements on
a going concern basis. The Directors are responsible for taking all
reasonable and necessary steps to safeguard the assets of the Group
and to prevent and detect fraud and other irregularities. The Board is
not aware of any material uncertainties relating to events or conditions
that may cast significant doubt upon the Group’s ability to continue as a
going concern.

The responsibilities of Deloitte Touche Tohmatsu, the Company's
external auditor, on the financial statements are set out in the section
headed “Independent Auditor’'s Report” in this annual report.
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FINANCIAL REPORTING (continued)

External Auditor's Remuneration

During the year ended 31 December 2012, the fees paid or payable to
the Company'’s external auditor, in respect of their audit and non-audit
services were as follows:

S 3=%-1€ )

SRR BT S
WBE-—Z——F+-A=+—RAILEE B
R IR SRS O 5 Sk B 15 A A T SMNE AR 2
HHERMT

RMB’000

Type of Services PR % 51 ARBT T

Non-audit services IEZ B RS 1,000

Statutory audit services TETE LB RS 1,500

Total st 2,500
INTERNAL CONTROLS P B BE 2=

The Board acknowledges its responsibility for ensuring the reliabilities
and effectiveness of the Group’s internal control systems on, among
other things, financial, operational and compliance controls. The
Company has prepared an internal control report, covering all material
controls, including financial and operation for the year ended 31
December 2012. The said internal control report compiled by the
Company has to be brought to the attention of the Board and the Audit
Committee and concluded that the Group operate satisfactorily and has
fully complied with provisions of the applicable corporate governance
codes regarding internal control systems in general for the year ended
31 December 2012.

COMPANY SECRETARY

The Company has engaged in a service contract with an external
service provider, which Ms. Ho Wing Yan (“Ms. Ho") was appointed as
the Company Secretary. Mr. Chi Shaolin, the chairman, executive
Director and CEO of the Company, is the primary corporate contact
person of the Company with Ms. Ho.

Being the Company Secretary, Ms. Ho plays an important role in
supporting the Board by ensuring good information flow within the
Board and that Board policy and procedures are followed. Ms. Ho is
responsible for advising the Board on corporate governance matters
and should also facilitate induction and professional development of
Directors.

Ms. Ho is an associate member of The Institute of Chartered Secretaries
and Administrators and The Hong Kong Institute of Chartered
Secretaries. Ms. Ho continues to study professional course of corporate
governance and has extensive experience in the company secretarial
field for listed companies. Ms. Ho is also a holder of the Practitioner’s
Endorsement issued by The Hong Kong Institute of Chartered
Secretaries. According to Rule 3.29 of the Listing Rules, Ms. Ho took
more than 15 hours of relevant professional training for the year ended
31 December 2012.
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INVESTORS AND SHAREHOLDERS RELATIONS
The Board recognise the importance of maintaining clear, timely and
effective communication with Shareholders and investors. The Board
also recognise that effective communication with investors is the key to
establish investor confidence and to attract new investors. Therefore,
the Group is committed to maintaining a high degree of transparency to
ensure that the investors and the Shareholders receiving accurate,
clear, comprehensive and timely information of the Group by the
publication of annual reports, interim reports, announcements and
circulars. The Company also publishes all corporate correspondence on
the Company’s website at http://www.hong-lin.com.cn. The Board
continues to maintain regular dialogues with institutional investors and
analysts from time to time to keep them informed of the Group’s
strategy, operations, management and plans. The Directors and the
members of the Board committees would attend and are available to
answer questions at annual general meetings of the Company. Separate
resolutions would be proposed at general meetings of the Company on
each substantially separate issue.

Shareholders’ Rights

In accordance with the Listing Rules, any vote of shareholders at a
general meeting must be taken by poll except where the chairman, in
good faith, decides to allow a resolution which relates purely to a
procedural or administrative matter to be voted on by a show of hands.
Therefore, all votes of the Shareholders at general meetings shall be
taken by poll. The results of voting by poll will be declared at the
meeting and published on the websites of the Stock Exchange and the
Company respectively.

How Shareholders can convene an extraordinary general
meeting and putting forward proposals at Shareholders’
meetings

Pursuant to the article 58 of the articles of association of the Company,
any one or more Shareholder holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the
Board or the secretary of the Company by mail at 33rd Floor, Shui On
Centre, 6-8 Harbour Road, Wanchai, Hong Kong, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition and such
meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

During the year ended 31 December 2012, there has been no significant
change in the Company's constitutional documents.
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INVESTORS AND SHAREHOLDERS RELATIONS
(Continued)

Communication with Shareholders

The Board recognise the importance of maintaining a clear, timely and
effective communication with the Shareholders and investors of the
Company. The Board also recognise that effective communication with
its investors is critical in establishing investor confidence and to attract
new investors. Therefore, the Group is committed to maintaining a high
degree of transparency to ensure the investors of the Company and the
Shareholders will receive accurate, clear, comprehensive and timely
information of the Group through the publication of annual reports,
interim reports, announcements and circulars. The Company also
publishes all corporate communications on the Company’s website at
http://www.hong-lin.com.cn. The Board maintains regular dialogues
with institutional investors and analysts from time to time to keep them
informed of the Group’s strategy, operations, management and plans.
The Directors and members of various board committees will attend the
annual general meeting of the Company to answer questions raised by
the Shareholders. The resolution of every important proposal will be
proposed at general meetings separately.

Voting at general meetings of the Company are conducted by way of
poll in accordance with the Listing Rules. The poll results will be
announced at general meetings and published on the websites of the
Stock Exchange and the Company, respectively. In addition, the
Company regularly meets with institutional investors, financial analysts
and financial media, and promptly releases information related to any
significant progress of the Company, so as to promote the development
of the Company through mutual and efficient communications.

Procedures by which enquiries may be put to the Board
Shareholders may put forward their proposals or inquiries to the Board
by sending their written request to the Company’s correspondence
address in Hong Kong.
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Independent Auditor’s Report

TO THE MEMBERS OF HL TECHNOLOGY GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of HL
Technology Group Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) set out on pages 75
to 188, which comprise the consolidated statement of financial position
as at 31 December 2012, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. We
conducted our audit in accordance with International Standards on
Auditing issued by the International Federation of Accountants. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.
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Independent Auditor’s Report
148 1A il

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2012, and of
its results and cash flows for the year then ended in accordance with
International Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27 March 2013
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Consolidated Statement of Comprehensive Income
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For the year ended 31 December 2012
EE— A=+ —HIFFE

2012 2011
—E-—-—F —E——%

RMB’000 RMB'000
ARBTRE ARETRT

Revenue WS 7 1,933,675 1,865,376
Cost of sales SHE A (1,652,420) (1,486,971)
Gross profit E 5 281,255 378,405
Other income, other gains and losses HEMUWA ~ Bz N EE 8 32,855 22,080
Distribution and selling expenses DIERHE R (77,047) (49,056)
Administrative and general expenses 1T R — MR (135,284) (116,714)
Research and development expenses [ (81,190) (62,179)
Finance costs B E AN 9 (42,664) (37,536)
Other expenses Habrx 10 (36,109) =
(Loss) profit before tax Br R AT (8548) )i A 11 (58,184) 135,000
Income tax expenses FriSfif s 13 (4,406) (15,640)
(Loss) profit for the year FEZ (EEE)&EA (62,590) 119,360

Other comprehensive income (expense) H 2 mElizs (2 H)

Exchange difference on translating B INE 7% 2 [ ZE 58
foreign operations 325 (733)
Total comprehensive (expense) FE2E () WesB5E
income for the year (62,265) 118,627
(Loss) profit attributable to: FEAL (B548) & A
— Owners of the Company. — AREHEB A (48,325) 116,071
— Non-controlling interests — FEPE s (14,265) 3,289
(62,590) 119,360
Total comprehensive (expense) income  fE(E2E (X H)
attributable to: e 4858
— Owners of the Company — RRAHB A (48,000) 115,338
— Non-controlling interests — JEE R (14,265) 3,289
(62,265) 118,627
(Loss) earnings per share — Basic Gk (E18) BN — EXK

and diluted (RMB cents) BE(ARED) 15 (6.7) 16.1
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Consolidated Statement of Financial Position

TR N S

As at 31 December 2012
R—F——F+=-H=+—H

2012 2011
=B—-F =%
RMB’000 RMB’000
AR¥ET AREETIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - HE M RE 16 712,507 655,398
Prepaid lease payments S 17 42,218 47,539
Intangible assets | EE 18 16,534 35,431
Goodwill FEE] 19 - 7,746
Deferred tax assets REFTEEE 21 1,744 4,773
Prepayments for acquiring land Uk B + M FB X 22 76,251 -
849,254 750,887
CURRENT ASSETS MENVE E
Inventories FE 23 327,317 319,518
Trade and other receivables B 5 Kk E M EWGIE 24 904,856 1,061,267
Prepaid lease payments TEREE 17 923 1,014
Other financial assets HEherEE 29 156 5,229
Pledged bank deposits EHEMRITFR 25 24,180 49,574
Bank balances and cash IRITHEBRIRS 26 82,276 106,650
1,339,708 1,543,252
Assets classified as held for sale NEABEFELE 27 137,624 =
1,477,332 1,543,252
CURRENT LIABILITIES mEaE
Trade and other payables B 5 [ Ho{th &~ F0E 28 425,081 524,347
Other financial liabilities HEhemaE 29 = 6,311
Income tax liabilities i asE 3,643 7,765
Bank borrowings RITEE 30 800,154 653,471
1,228,878 1,191,894
Liabilities associated with assets HABAREHEEE
classified as held for sale HEz aE 27 69,613 =
1,298,491 1,191,894
NET CURRENT ASSETS MBEEFRE 178,841 351,358
TOTAL ASSETS LESS CURRENT REERTEARE
LIABILITIES 1,028,095 1,102,245
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Consolidated Statement of Financial Position

i B IR DL R

As at 31 December 2012
RZF——F+=A=4+—H

2012 2011
—E——F —E——%F

RMB’000 RMB'000
ARBTRE ARETRT

CAPITAL AND RESERVES BAR R
Share capital R& 2R 31 97,401 97,401
Share premium and reserves B % B R 888,435 934,293

Equity attributable to owners of the RARIHEE AR

Company 985,836 1,031,694
Non-controlling interests JEf IR RS 35,197 60,833
TOTAL EQUITY RS 1,021,033 1,092,527
NON-CURRENT LIABILITIES EmEBE
Deferred tax liabilities RIETIEE & 21 7.062 9,718

1,028,095 1,102,245

The consolidated financial statements on pages 75 to 188 were ZE75BEF 188 BMGEAMBRENKEES
approved and authorised for issue by the board of directors on 27 RZ-ZZT—=F=H =+t Bt/ LR ETZ

March 2013 and are signed on its behalf by: WHIATATREREE
Chi Shaolin Li Jianming
B DHR HEH
DIRECTOR DIRECTOR

5= 5=

~
~
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Consolidated Statement of Changes in Equity
Aok B 4at 5 B %

For the year ended 31 December 2012

2 E i A=F—

HIEFE

Attributable to owners of the Company

KATHERAER
Foreign
Share Statutory  currency Non-
Share Share  Special  awards Other  surplus translation Retained controlling
capital premium reserve  reserve  reserve  reserve  reserve  profits Total interests Total
& EE FaEsl
BE RGEE HARE REHRE HERE BHRE EXRE RSEN @zt i @t
RMB000  RMB'O0  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB000  RMB'O00  RMB'000
ARETT ARBTT ARBTT ARBTL ARETR ARBTL ARETR ARETT ARETR ARETT ARBTT
(Note (@) (Note (b)) (Note (c))
(@) (FzF@)  (FzH)
Asat 1 January 2011 W=E——%-f—-H 97401 429,549 74,394 (9,039 4,466 44,224 742 268151 909,888 13583 923471
Profit for the year ERRT = = = = = = - 160N 116,071 3289 119,360
Other comprehensive expense FEAMZERNR
for the year - - - - - - (733) - (733) - (733)
Total comprehensive (expense) income 27 (Fx ) @
for the year = = = = = = (733 116,071 115338 3280 118,627
Non-controlling interests arising EFEEBRGNFEE R
from business combinations (Note 36) (K 36) - - - - - - - - - 43282 43282
Recognition of equity-settied TR EREE MR
share-based payments (Note 32) SfteRRA (7 32) - - ALY - - - R ATY - 1w
Transfer 4] - - - - - 11,282 - (11,282) - - -
Acquisition of non-controling interests  WEEsERaE S (i3t (e)
(Note (g)) - - - - (679 - - - (679) 679 -
As at 31 December 2011 and RZF—F+ZA=1-H
1 January 2012 k-ZT-——%-F-A 97401 429,549 74,394 (1,892) 3787 55,506 9 372940 1,031,694 60,833 1,092,527
Loss for the year FEER = = = = = = - (48325  (@832) (14265  (62,59%)
Other comprehensive income FEEMZENE
for the year - - - - - - 325 - 325 - 325
Total comprehensive income (expense)  FE 2 EME () 88
for the year - - - - = = 305 (48325) (480000 (14265  (62,265)
Recognition of equity-settied BRNEREENRD
share-based payments (Note 32) e A (B 32) - - - 378 - - - - 38 - 378
Transfer B - - - - - 7,465 - (7,465) - - -
Dividends to non-controlling shareholder 4 T 3EERARREIR S = = = = = = = (828) 8228) (G371 (6199
Disposal of a subsidiary (Note 37) HE—TNEAR (H37) = = = = - 913) - 913 - (9800 (9,800
Capital contrioution from non-controlling B A Rl iR4IER T E
interests of subsidiaries (Note () (GiEL0) - - - - - - - - - 5,600 5,600
Acquisition of non-controling interests  WEEsErR g (i3 (e))
(Note (€)) - = = = (792) = - = (792) (1,800) (2,59
As at 31 December 2012 R-Z-—-%+-f=t+-H 97401 429,549 74,394 1870 2,995 62,058 B4 37235 985836 35197 1,021,033




Notes:

(a)

(b)

(c)

(d)

(e)
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Consolidated Statement of Changes in Equity

Special reserve

Special reserve of the Group represents the difference between the nominal amount
of the shares issued by the Company and the aggregate amount of paid-in capital of
the subsidiaries acquired pursuant to the group reorganization of the Company in
2008.

Other reserve
Other reserve arose from acquisition of non-controlling interests in subsidiaries.

Statutory surplus reserve

As stipulated by the relevant laws and regulations for enterprises in the People’s
Republic of China (the “PRC"), the Company’s PRC subsidiaries are required to
maintain a statutory surplus reserve fund which is non-distributable. The
appropriations to such reserve are made out of net profit after tax of the statutory
financial statements of the relevant PRC subsidiaries. The statutory surplus reserve
fund can be used to make up prior year losses, if any, and can be applied in
conversion into capital by means of capitalization issue.

Capital contribution from non-controlling interests of subsidiaries
The amounts represented:

(i) The capital contribution of RMB4,000,000 from the non-controlling interests
of BEMREBEBHMA B A (Weihai Dongchen Plastic New Materials
Limited.*, “Weihai Dongchen”), a subsidiary of the Company in which the
Company owns 60% equity interest in the entity; and

(i) The capital contribution of RMB1,600,000 from the non-controlling interests
of & Il ™ 5k i@ A Bl £ B BB 2 & (Shenzhen Honglin Communication
Technology Co., Ltd.*, “Shenzhen Communication”), representing the
additional capital injection from the non-controlling interests after which the
Company owns 72% equity interest in this entity.

Acquisition of non-controlling interests
The amounts represented:

(i) The acquisition of 2.73% equity interest in = T LA EHR B R A & (Huizhou
Honglin Technology Co., Ltd.*, “Huizhou Technology”) from the non-
controlling interests for a total consideration of RMB1,992,000 during the year
2012. Since then, Huizhou Technology became a wholly owned subsidiary of
the Company. Huizhou Technology was formerly known as ZM| A g8 /& 1 5
B{=EEGMR A5 (Huizhou Daya Bay Heping Telecommunication Co., Ltd.*);
and

(i) The acquisition of 8% equity interest in Shenzhen Communication after the
capital contribution from non-controlling interest completed as note (d)(ii)
above, for a total consideration of RMB600,000 during the year 2012.

* The English names are for identification purpose only.

PYE

(@

(b)

(c)

(d)

(e)

s 1 Wi 2 58 ) ¢

For the year ended 31 December 2012
R A=+ —HIFE

Rl
AEERRRIREEREAABRAETRDOEERRE
ARBR BT N\FETEESAMKBINERRE
BEXRBSRENER -

Hitbf e
HAib R B B IS A R bl -

EERBRHE

FEARANMBE(THE]D EXNEBERRERR
E AR R T RS A RRRFT A DIKEEE B4
REES - ZERENETRETRBANBRRE
EMTEMRORTRAET  XEBRBEFHES AR
BRBEFEBR(E)  YAIAEAMEBETHI R

WD RIS TR
ZERRRE

0] BB RRZBIHME AR AR FEE
#F A AR 4,000,0007T © ZARABARRA
BB AR - AR BIEER 60%IRHE : K

(ii) RN T ELHE AR A R A Rl 2 FEH 6 # a5
EE ANR¥E1,600,0007T © AIEFESIER A
SNEE - BRANABRAZRRIR72% I A o

W RS E R IS
FERBERR

0] R=F——%F - [FFEGEEREEM L
MR AR R A] (MR ) 89 2.73% Bk -
BRERARE1,992,0007T « E1&BMBHE
RARRBNEENBRE - EMBEKATHE
BMATDEMTBEERERAF &

(ii) R-T—=F ' JEEhlgsrExmE (R L
3B RE (A)i) - W EE R Y1 ET D 8% AR AE - 4R
KIEAAR 600,0007T °
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Consolidated Statement of Cash Flows
HABenaER

For the year ended 31 December 2012
E T H=1—HIFE

2011
—F—%F

RMB’000
ARETT

Cash flows from operating activities REKETHEERE

(Loss) profit before tax KA AT (518 A (58,184) 135,000
Adjustments for: PTG IE R

Finance costs recognised in profit or 10ss RN BRI FLE AR 42,664 37,536
Interest income recognised in profit or loss R A A S A (881) (10,149)
Depreciation of property, plant and W - BERRETE

equipment 47,599 36,812
Amortisation of intangible assets A B 4,596 4,051
Release of prepaid lease payments SELNR ke =R 976 815
Losses (gains) on disposals of property, HEDME  BEM

plant and equipment FEEE (a) 6,130 (1,688)
Gains on disposals of prepaid lease HEEMHEe K

payments = (175)
Gains on changes in fair value of PTESMTERNTFEZS

derivative financial instruments & (21,155) (3,594)
Gains on changes in fair value of SARERN A T EES) W=

the Contingent Consideration 36 (13,166) =
Impairment loss on trade receivables B 5 WA 2 REEE 1,817 16
Write-down of inventories FE MR 3,687 =
Exchange gains relating to ERARITE A E H s

bank borrowings (621) (24,709)
Impairment loss recognised ERREE O RESE

in respect of goodwill 7,488 =
Impairment loss recognised ERRELEEZRESE

in respect of intangible assets 6,529 -
Impairment loss recognised BRI - BB R

in respect of property, ZIRERE1E

plant and equipment 20,275 -
Recognition of share-based payments RUARO I ER 3,762 7,147

Operating cash flows before movements EEER AN

in working capital KERERE 51,516 181,062
Decrease (increase) in trade and B 5 N E W IE
other receivables A (BE0) 105,270 (199,545)
Increase in inventories FEE (94,100) (91,641)
Decrease in trade and other payables B 5 K E A A FRIER (13,584) (2,210
Settlement of derivative financial THEeRIAGER
instruments 14,688 8,026
Cash from (used in) operations KBS (FTA)IRE 63,790 (104,308)
Interest paid B FE (50,435) (44,152)
Income taxes paid B FREH (8,046) (19,086)

Net cash from (used in) operating activities &2 EEFTE (FTA) IR 4 %58 5,309 (167,546)
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Consolidated Statement of Cash Flows

iy Bl BLAR

For the year ended 31 December 2012
EE— A=+ —HIFFE

2012 2011
S i

Notes RMB’000 RMB’000
B aE ARBTR ARETR

Cash flows from investing activities RERETHEERE

Placement of pledged bank deposits fid & B ARITER (145,893) (93,655)
Release of pledged bank deposits FEBR B AIRITER 171,287 468,795
Purchase of property, plant and equipment FEE % - BKE L&A (181,777) (211,450)
Purchase of prepaid lease payments EERENES = (19,342)
Purchase of intangible assets BEEFEE (3,216) (3,910)
Proceeds on disposals of property, plant HEWE  BE K&

and equipment P15 5018 878 11,008
Prepayments for acquiring land U B8 £ b RO TR 3k (41,751) =
Proceeds on disposals of prepaid lease HEBEMNESMEREA

payments 4,436 899
Proceeds on disposal of a subsidiary HEMN B A TS RIE 37 901 -
Net cash outflow on acquisition of W B M B A A1 3R 7 R R

subsidiaries 36 = (1,283)
Interest received BYFE 881 10,149
Net cash (used in) from investing activities & & /&8 (FrF) T8I & %58 (194,254) 161,211

cash flows from financing activities REMETBHRERE

Proceeds from borrowings BEERERIE 1,396,186 1,150,096
Repayments of borrowings BEEE (1,225,788) (1,197,519)
Acquisition of non-controlling interests W iE R IR (2,592) -
Capital contribution from non-controlling (SIEEPNGIE 22 = =

interests of subsidiaries 5,600 -
Net cash from (used in) financing activities @& EBIFTS (BT ) IR & F5E 173,406 (47,423)
Net decrease in cash and ReERASEEYRDFE

cash equivalents (15,539) (53,758)
cash and cash equivalents at FUEERESEEY

beginning of the year 106,650 160,408
cash and cash equivalents FRESRES

at end of year, representing by &Y -

bank balances and cash ERITEBRES 38 91,111 106,650
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

GENERAL INFORMATION

HL Technology Group Limited (the “Company”) was incorporated
in the Cayman Islands on 16 November 2007 as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Its
parent and ultimate holding company is Chenlin International Joint
Stock Company Limited. Its ultimate controlling party is Mr. Chi
Shaolin (“Mr. Chi").

The addresses of the registered office and principal place of
business of the Company are disclosed in the corporate profile
and corporate information section of the annual report.

The Company acts as an investment holding company and is also
engaged in the sales of signal cable assembly, power cord
assembly, signal transmission wire and cable products,
connectors, antennas, automotive wiring harness and other
products. The Group is mainly engaged in the manufacture and
sales of signal cable assembly, power cord assembly, signal
transmission wire and cable products, connectors, antennas,
automotive wiring harness and other products. The principal
activities of the subsidiaries of the Company are set out in note
42.

The consolidated financial statements are presented in Renminbi
("RMB"), which is the same as the functional currency of the
Company.

APPLICATION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS (“IFRSS")

In the current year, the Group has applied the following revised

IFRSs issued by the International Accounting Standards Board

("IASB"):

Amendments to IAS 12 Deferred Tax: Recovery of Underlying
Asset; and

Financial Instruments: Disclosures
— Transfers of Financial Assets.

Amendments to IFRS 7

Amendments to IFRS 7 “Financial instruments disclosures —
Transfers of financial assets”

The Group has applied for the first time the amendments to IFRS 7
“Financial instruments disclosures — Transfers of financial assets”
in the current year. The amendments increase the disclosure
requirements for transactions involving the transfer of financial
assets in order to provide greater transparency around risk
exposures when financial assets are transferred.
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AATEMBERREEE LI
SRR A T M R A FIEH —
B -

RRPRREEBR AT TMREEHEER
AN BERGAMS  EREBREE
o EEE KRR TERRREME
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

The Group has discounted bills receivable to banks with full
recourse and transferred bills receivable to its suppliers to settle
its payables through endorsing the bills to its suppliers with full
recourse. Specifically, if the bills receivable are not paid by the
issuing banks at maturity, the collecting banks and/or the
suppliers would have the right to request the Group to pay the
unsettled balances. Therefore, in considering the appropriate
accounting treatment, the directors of the Company have taken
into consideration, among others, the credit quality of the issuing
banks of the bills and the risk and likelihood of hon-settlement by
the issuing banks on maturity, as well as the relevant PRC
practice, rules and regulations should the issuing bank fail to
settle the bills on maturity date.

When the Group has transferred the significant risks and rewards
relating to those bills receivable, and that the Group has
discharged its obligations to suppliers upon settlement by
endorsing bills, the Group derecognised these bills receivable and
the payables to suppliers in their entirety.

When the Group has not transferred the significant risks and
rewards relating to those bills receivable, and that the Group has
not discharged its obligations to suppliers upon settlement by
endorsing bills, it continues to recognise the full carrying amount
of the bills receivable and recognise the cash received on the
transfer as a secured borrowing and continue to recognise the
payables to suppliers.

The relevant disclosures have been made regarding the transfer
of these bills receivables on application of the amendments to
IFRS 7 (see note 39).

In accordance with the transitional provisions set out in the
amendments to IFRS 7, the Group has not provided comparative
information for the disclosures required by the amendments.

The application of the above revised IFRSS in the current year has
had no material effect on the amounts reported in the
consolidated financial statements and/or disclosures set out in
the consolidated financial statements.

Aok W5 9 0 Y i

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

2,

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("“IFRSS") (continued)

The Group has not early adopted the following new and revised

IFRSs that have been issued but are not yet effective:

Amendments to IFRSS

Amendments to IAS 1
Amendments to IFRS 7

Amendments to IFRS 9
and IFRS 7

Amendments to IFRS 10,
IFRS 11 and IFRS12

Amendments to IFRS10,
IFRS 12 and IAS 27

IFRS 9
IFRS 10
IFRS 11
IFRS 12

IFRS 13
IAS 19 (as revised in 2011)

IAS 27 (as revised in 2011)
IAS 28 (as revised in 2011)
Amendments to IAS 32

IFRIC-20

Annual Improvements to IFRSs
2009-2011 Cycle!

Presentation of Items of Other
Comprehensive Income*

Disclosures — Offsetting Financial
Assets and Financial Liabilities’

Mandatory Effective Date of IFRS 9
and Transition Disclosures?

Consolidated Financial Statements,
Joint Arrangements and
Disclosure of Interests in Other
Entities: Transition Guidance'

Investment Entities?

Financial Instruments?

Consolidated Financial Statements!

Joint Arrangements!

Disclosure of Interests in Other
Entities’

Fair Value Measurement?

Employee Benefits'

Separate Financial Statements’

Investments in Associates and
Joint Ventures'

Offsetting Financial Assets and
Financial Liabilities?

Stripping Costs in the Production

Phase of a Surface Minge'

7 Effective for annual periods beginning on or after 1 January 2013

2 Effective for annual periods beginning on or after 1 January 2014
3 Effective for annual periods beginning on or after 1 January 2015
a Effective for annual periods beginning on or after 1 July 2012
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

Amendments to IAS 32 Offsetting Financial Assets
and Financial Liabilities and amendments to IFRS 7
Disclosures — Offsetting Financial Assets and
Financial Liabilities

The amendments to IAS 32 clarify existing application issues
relating to the offset of financial assets and financial liabilities
requirements. Specifically, the amendments clarify the meaning
of “currently has a legally enforceable right of set-off” and
“simultaneous realisation and settlement”.

The amendments to IFRS 7 require entities to disclose information
about rights of offset and related arrangements (such as collateral
posting requirements) for financial instruments under an
enforceable master netting agreement or similar arrangement.

The amendments to IFRS 7 are effective for annual periods
beginning on or after 1 January 2013 and interim periods within
those annual periods. The disclosures should also be provided
retrospectively for all comparative periods. However, the
amendments to IAS 32 are not effective until annual periods
beginning on or after 1 January 2014, with retrospective
application required.

The directors of the Company anticipate that the application of
these amendments to IAS 32 and IFRS 7 may result in more
disclosures being made with regard to offsetting financial assets
and financial liabilities in the future others.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

IFRS 9 Financial Instruments

IFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. IFRS 9
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition.

Key requirements of IFRS 9 are described as follows:

° All recognised financial assets that are within the scope of
IAS 39 Financial Instruments: Recognition and Measurement
are subsequently measured at amortised cost or fair value.
Specifically, debt investments that are held within a
business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at
the end of subsequent accounting periods. All other debt
investments and equity investments are measured at their
fair values at the end of subsequent reporting periods. In
addition, under IFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value of
an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.

o With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, IFRS 9
requires that the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes in
the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value of financial liabilities attributable
to changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under IAS 39, the
entire amount of the change in the fair value of the financial
liability designated as fair value through profit or loss was
presented in profit or loss.

IFRS 9 is effective for annual periods beginning on or after 1
January 2015, with earlier application permitted.
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

IFRS 9 Financial Instruments (Continued)

The directors of the Company anticipate that the adoption of IFRS
9 in the future may have impact on amounts reported in respect
of the Group's financial assets and financial liabilities. Regarding
the Group’s financial assets, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been
completed. Changes in the fair value of financial liabilities
attributable to changes in credit risk of financial liabilities that are
designated as at fair value through profit or loss are disclosed in
note 6.

New and revised standards on consolidation, joint
arrangements, associates and disclosures

In May 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including
IFRS 10, IFRS 11, IFRS 12, IAS 27 (as revised in 2011) and IAS 28 (as
revised in 2011).

Key requirements of these five standards are described below.

IFRS 10 replaces the parts of IAS 27 Consolidated and Separate
Financial Statements that deal with consolidated financial
statements. SIC-12 Consolidation — Special Purpose Entities will
be withdrawn upon the effective date of IFRS 10. Under IFRS 10,
there is only one basis for consolidation, that is, control. In
addition, IFRS 10 includes a new definition of control that contains
three elements: (a) power over an investee, (b) exposure, or
rights, to variable returns from its involvement with the investee,
and (c) the ability to use its power over the investee to affect the
amount of the investor’s returns. Extensive guidance has been
added in IFRS 10 to deal with complex scenarios.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)
IFRS 11 replaces IAS 31 Interests in Joint Ventures. IFRS 11 deals
with how a joint arrangement of which two or more parties have
joint control should be classified. SIC-13 Jointly Controlled Entities
— Non-monetary Contributions by Ventures will be withdrawn
upon the effective date of IFRS 11. Under IFRS 11, joint
arrangements are classified as joint operations or joint ventures,
depending on the rights and obligations of the parties to the
arrangements. In contrast, under IAS 31, there are three types of
joint arrangements: jointly controlled entities, jointly controlled
assets and jointly controlled operations. In addition, joint ventures
under IFRS 11 are required to be accounted for using the equity
method of accounting, whereas jointly controlled entities under
IAS 31 can be accounted for using the equity method of
accounting or proportionate consolidation.

IFRS 12 is a disclosure standard and is applicable to entities that
have interests in subsidiaries, joint arrangements, associates and/
or unconsolidated structured entities. In general, the disclosure
requirements in IFRS 12 are more extensive than those in the
current standards.

In June 2012, the amendments to IFRS10, IFRS11 and IFRS12 were
issued to clarify certain transitional guidance on the application of
these five IFRSs for the first time.

These five standards, together with the amendments relating to
the transitional guidance, are effective for annual periods
beginning on or after 1 January 2013 with earlier application
permitted provided that all of these standards are applied at the
same time.

P& 3R] R AR A4S 5T B PR Bt 35 3R
o 28 B (T B B Bt 35 i o5 22 21 )
(%)

BRGARE  AYRY BEAT
RIHEEE 2 35T RABTRR ()
BB B 7 R R 11 SRR IS & At
RAIEIR AL EHES] - BIRET
BEEAE VI RBBRAT HA LA
RS2 MA R 2 S E - RBR
BEARE IR [LALHERE —4&
EZHEREHA] BRABMBREE
BIE 18R A REHE - RIBBBHHR
SRS AERHTHEARA
EBRAEDE  BTIRPES 2EFR
EWHTE - BEILHR - RIBEL &8
BN AERHD R HAEH
B - SREHARE REREHES - bt
5 RIBEBMBRELAENS 4
EOEARMRHGAANR - MREE
S EEEREI - RRIEHERTR
FES B AR Pl AN -

\:

BRI RS ERNFE 125 A — BB A
8 BRREMNBELR &L BE
RAR/ IRGAEBERERREENE
B-EREBMS  BRUBRSESELE12
BAAEARBEREBRTEANMRES
EREE -

R-ZZB——FXA  BRSTEARGEEREY
BmEERE 1055 - BRMBHREER
F15R R BERSBRELERNE 125 218
RN BB A RERZOEBBRM SRS
Rz B TERERES -

ZAREAERBERBIEIES ZEFTA
H-ZE—=F—A—BH2KRAIKZF
EHREAR - AR RER  E2FRRE
RIEFEEA -



Annual Report 2012 ¢ =& — — F 5

Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSS") (continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures (Continued)
The directors of the Company anticipate that these five standards
will be adopted in the Group’s consolidated financial statements
for the annual period beginning 1 January 2013. The application of
this standard may have significant impact on amounts reported in
the consolidated financial statements. However, the directors of
the Company have not completed a detailed analysis of the
impact of the application of these standards and hence have not
been certain about the extent of the impact.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements.
The standard defines fair value, establishes a framework for
measuring fair value, and requires disclosures about fair value
measurements. The scope of IFRS 13 is broad; it applies to both
financial instrument items and non-financial instrument items for
which other IFRSS require or permit fair value measurements and
disclosures about fair value measurements, except in specified
circumstances. In general, the disclosure requirements in IFRS 13
are more extensive than those in the current standards. For
example, quantitative and qualitative disclosures based on the
three-level fair value hierarchy currently required for financial
instruments only under IFRS 7 Financial Instruments: Disclosures
will be extended by IFRS 13 to cover all assets and liabilities within
its scope.

IFRS 13 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted. The directors of
the Company anticipate that IFRS 13 will be adopted in the
Group’s consolidated financial statements for the annual period
beginning 1 January 2013 and that the application of the new
standard may not affect the amounts reported in the consolidated
financial statements but may result in more extensive disclosures
in the consolidated financial statements.

The directors of the Company anticipate that the application of
other new or revised standards and interpretations will have no
material impact on the results and the financial position of the
Group.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange and the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments
which are measured at fair value, as explained in the accounting
policies set out below. Historical cost basis is generally based on
the fair value of the consideration given in exchange for assets.

The principal accounting policies are set out below:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

Income and expenses of subsidiaries acquired or disposed of
during the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition and
up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group's equity therein.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Changes in the Group’s ownership interest in
existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group's interest and the non-controlling interest are adjusted to
reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid
or received is recognised directly in equity and attributed to
owners of the Company.

When the Group loses control of a subsidiary, it (i) derecognises
the assets (including any goodwill) and liabilities of the subsidiary
at their carrying amounts at the date when control is lost, (ii)
derecognises the carrying amount of any non-controlling interests
in the former subsidiary at the date when control is lost (including
any components of other comprehensive income attributable to
them), and (iii) recognises the aggregate of the fair value of the
consideration received and the fair value of any retained interest,
with any resulting difference being recognise as a gain or 10ss in
profit or loss attributable to the Group. When assets of the
subsidiary are carried at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the amounts
previously recognised in other comprehensive income and
accumulated in equity are accounted for as if the Group had
directly disposed of the related assets (i.e. reclassified to profit or
loss or transferred directly to retained earnings as specified by
applicable IFRSS). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as
the fair value on initial recognition for subsequent accounting
under IAS 39 Financial Instruments: Recognition and
Measurement or, when applicable, the cost on initial recognition
of an investment in an associate or a jointly controlled entity.

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations (Continued)

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

o deferred tax assets or liabilities and liabilities or assets
related to employee benefit arrangements are recognised
and measured in accordance with IAS 12 Income Taxes and
IAS 19 Employee Benefits respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree are
measured in accordance with IFRS 2 Share-based Payment
at the acquisition date (see the accounting policy below),
and

o assets (or disposal groups) that are classified as held for
sale in accordance with IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations are measured in
accordance with that standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’'s
previously held equity interest in the acquiree (if any) over the net
of the acquisition-date amounts of the identifiable assets acquired
and the liabilities assumed. If after re-assessment, the net of the
acquisition-date amounts of the identifiable assets acquired and
liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously held
interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net
assets in the event of liquidation may be initially measured either
at fair value or at the non-controlling interests’ proportionate
share of the recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-controlling
interests are measured at their fair value or when applicable on
the basis specified in another standard.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations (Continued)

When the consideration transferred by the Group in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding adjustments
made against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed one year
from the acquisition date) about facts and circumstances that
existed at the acquisition date.

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is
not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance with
IAS 39 or IAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss being
recognised in profit or l0ss.

Merger accounting for business combination
involving entities under common control

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

The net assets of the combining entities or businesses are
consolidated using the existing book values from the controlling
party’s perspective. No amount is recognised in respect of
goodwill or excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost at the time of common control combination, to the
extent of the continuation of the controlling party’s interest.
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For the year ended 31 December 2012
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Merger accounting for business combination
involving entities under common control (Continued)
The consolidated statement of comprehensive income statement
includes the results of each of the combining entities or
businesses from the earliest date presented or since the date
when the combining entities or businesses first came under the
common control, where this is a shorter period, regardless of the
date of the common control combination.

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

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
less accumulated impairment losses, if any, and is presented
separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to
each of the cash-generating units (the “CGU") (or groups of CGU)
that is expected to benefit from the synergies of the combination.

A CGU to which goodwill has been allocated is tested for
impairment annually or more frequently whenever there is
indication that the unit may be impaired. For goodwill arising on
an acquisition in a reporting period, the CGU to which goodwill
has been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount of the CGU is less
than the carrying amount of the unit, the impairment oss is
allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro
rata on the basis of the carrying amount of the each asset in the
unit. Any impairment loss for goodwill is recognised directly in
profit or loss in the consolidated statement of comprehensive
income. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the amount of profit
or loss on disposal.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for
sale if their carrying amounts will be recovered principally through
a sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly probable
and the non-current asset (or disposal group) is available for
immediate sale in its present condition. Management must be
committed to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss of
control of a subsidiary, all of the assets and liabilities of that
subsidiary are classified as held for sale when the criteria
described above are met, regardless of whether the Group will
retain a non-controlling interest in its former subsidiary after the
sale.

Non-current assets (and disposal groups) classified as held for
sale are measured at the lower of their previous carrying amount
and fair value less costs to sell.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold and services provided in the normal course of
business, net of discounts and sales related taxes.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of goods;

o the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor
effective control over the goods sold;

o the amount of revenue can be measured reliably;,

o it is probable that the economic benefits associated with the
transaction will flow to the Group; and

° the cost incurred or to be incurred in respect of the
transaction can be measured reliably.
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For the year ended 31 December 2012
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (Continued)

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income ban be measured reliably. Interest income
is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment and buildings held for use in the
production or supply of goods or services, or for administrative
purposes are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment other than properties under
construction less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with
the Group’s accounting policy. Such properties are classified to
the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.
contingent rentals arising under operating leases are recognised
as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability. The
aggregate benefit of incentives is recognised as a reduction of
rental expense on a straight-line basis, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to
whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in which
case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump-
sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of
the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates
of exchange prevailing on the dates of the transactions. At the
end of each reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that
date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are recognised
in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. RMB) at the rate of exchange prevailing at the end of
the reporting period, and their income and expenses are
translated at the average exchange rates for the period. Exchange
differences arising, if any, are recognised in other comprehensive
income and accumulated in equity (the foreign currency
translation reserve).

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group recognises
as expenses the related costs for which the grants are intended
to compensate. Specifically, government grants whose primary
condition is that the Group should purchase, construct or
otherwise acquire non-current assets are recognised as deferred
income in the consolidated statement of financial position and
transferred to profit or loss over the useful lives of the related
assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Retirement benefit costs

Payments to state-managed retirement benefits schemes are
charged as expenses when employees have rendered service
entitling them to the contributions.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible.
The Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of
each reporting period.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such deferred tax assets and liabilities are not
recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected
to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset realised, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of each
reporting period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of each reporting
period, to recover or settle the carrying amount of its assets and
liabilities. Deferred tax is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Prepaid lease payments

Prepaid lease payments represent payments for leasehold land
and are released over the lease terms on a straight-line basis.
Prepaid lease payments which are to be released in the next
twelve months or less are classified as current assets.

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives
are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line basis
over their estimated useful lives. Alternatively, intangible assets
with indefinite useful lives are carried at cost less any subsequent
accumulated impairment losses (see the accounting policy in
respect of impairment losses on non-current assets below).

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in profit or loss in the period when the asset is
derecognised.

Research and development expenditure
Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised at
their fair value at the acquisition date (which is regarded as their
Cost).

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation
and any accumulated impairment losses/revalued amounts, being
their fair value at the date of the revaluation less subsequent
accumulated amortisation and any accumulated impairment
losses. Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated useful
lives. Alternatively, intangible assets with indefinite useful lives
are carried at cost less any subseguent accumulated impairment
losses (see the accounting policy in respect of impairment losses
on tangible and intangible assets below).
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-current assets other than
financial assets

At the end of the reporting period, the Group reviews the carrying
amounts of its non-current assets to determine whether there is
any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment
loss, if any. If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.

Inventories

Inventories are stated at the lower of cost and net realizable
value. Cost is calculated using the weighted average method. Net
realizable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (Continued)

Financial assets

The Group’s financial assets are classified into one of the two
categories, including financial assets at fair value through profit or
loss (“FVTPL") and loans and receivables. The classification
depends on the nature and purpose of the financial assets and is
determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of a debt instrument, or,
where appropriate, a shorter period to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments other than those financial assets classified as at
FVTPL, of which interest income is included in other gains and
losses.

Financial assets at fair value through profit or loss
Financial assets are classified as at FVTPL when the financial asset
is either held for trading or it is designated as at FVTPL.

A financial asset other than a financial asset held for trading may
be designated as at FVTPL upon initial recognition if:

. such designation eliminated or significant reduces a
measurement or recognition inconsistency that would
otherwise arise; or
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial instruments (Continued)

Financial assets at fair value through profit or loss

(Continued)

° the financial asset forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in
accordance with the Group’s documented risk management
or investment strategy, and information about the grouping
is provided internally on that basis; or

o it forms part of a contract containing one or more
embedded derivatives, and IAS 39 permits the entire
combined contract (asset or liability) to be designated as at
FVTPL.

Financial assets at FVTPL are measured at fair value, with changes
in fair value arising from remeasurement recognised directly in
profit or loss in the period in which they arise. The net gain or loss
recognised in profit or loss includes any dividend or interest
earned on the financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade receivables, bills receivable, consideration
receivable from disposal of a subsidiary, dividend receivable from
a former subsidiary, receivable from disposal of property, plant
and equipment, advances to staff, advances to non-controlling
shareholders of a subsidiary, deposits in margin accounts for
derivatives, other receivables, pledged bank deposits and bank
balances and cash) are carried at amortised cost using the
effective interest method, less any identified impairment losses
(see accounting policy on impairment loss on financial assets
below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence
that, as a result of one or more events that occurred after the
initial recognition of the financial assets, the estimated future
cash flows of the financial assets have been impacted.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

For all financial assets, objective evidence of impairment could
include:

. significant financial difficulty of the issuer or counterparty;
or

o breach of contract, such as a default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organization; or

o disappearance of an active market for that financial asset
because of financial difficulties.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the financial asset’s original effective
interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset's carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or l0ss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring
after the impairment losses was recognised, the previously
recognised impairment loss is reversed through profit or l0ss to
the extent that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its
liabilities. Equity instruments issued by the Group are recognised
at the proceeds received, net of direct issue costs.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis other
than those financial liabilities classified as at FVTPL, of which the
interest expense is included in net gains or losses.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (Continued)

Financial liabilities at fair value through profit or loss
Financial liabilities are classified as at FVTPL when the financial
liability is either held for trading or it is designated as at FVTPL on
initial recognition.

A financial liability other than a financial liability held for trading
may be designated as at FVTPL upon initial recognition if:

o such designation eliminated or significant reduces a
measurement or recognition inconsistency that would
otherwise arise; or

. the financial liability forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in
accordance with the Group’s documented risk management
or investment strategy, and information about the grouping
is provided internally on that basis; or

o it forms part of a contract containing one or more
embedded derivatives, and IAS 39 Financial Instruments:
Recognition and Measurement permits the entire combined
contract (asset or liability) to be designated as at FVTPL.

Financial liabilities at FVTPL are measured at fair value, with
changes in fair value arising on remeasurement recognised
directly in profit or loss in the period in which they arise. The net
gain or loss recognised in profit or loss includes any interest paid
on the financial liabilities.

Other financial liabilities

Other financial liabilities (including bank borrowings and trade
payables, bills payable, payables for acquisition of property, plant
and equipment, payrolls and staff cost payables, advances from
non-controlling shareholders of a subsidiary, other payables) are
subsequently measured at amortised cost, using the effective
interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently
remeasured to their fair value at the end of each reporting period.
The resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and effective as a
hedging instrument, in which event the timing of the recognition
in profit or loss depends on the nature of the hedge relationship.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (Continued)

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire or when
it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the Group
neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the
Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability. If
the Group retains substantially all the risks and rewards of
ownership of a transferred financial asset the Group continues to
recognise the financial asset and also recognises a collateralised
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised
in profit or loss.

On derecognition of a financial asset other than in its entirety, the
Group allocates the previous carrying amount of the financial
asset between the part it continues to recognise, and the part it
no longer recognises on the basis of the relative fair values of
those parts on the date of the transfer. The difference between
the carrying amount allocated to the part that is no longer
recognised and the sum of the consideration received for the part
no longer recognised and any cumulative gain or loss allocated to
it that had been recognised in other comprehensive income is
recognised in profit or loss. A cumulative gain or loss that had
been recognised in other comprehensive income is allocated
between the part that continues to be recognised and the part
that is no longer recognised on the basis of the relative fair values
of those parts.

The Group derecognises financial liability when, and only when,
the Group's obligations are discharged, cancelled or expire. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is
recognised in profit or l0ss.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share based payment transactions

Equity-settled share-based payment transactions

The fair value of services received determined by reference to the
fair value of equity instruments granted at the grant date is
expensed on a straight-line basis over the vesting period, with a
corresponding increase in equity (share awards reserve).

At the end of the reporting period, the Group revises its estimates
of the number of equity instruments that are expected to
ultimately vest. The impact of the revision of the estimates during
the vesting period, if any, is recognised in profit or loss, with at
corresponding adjustment to share awards reserve.

KEY SOURCES OF ESTIMATION

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required to
make judgments, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

The following are the key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

(a) Estimated impairment of inventories
The Group assesses periodically if the inventories have been
suffered from any impairment in accordance with the
accounting policy stated in note 3. The amount of the
impairment loss is measured as the difference between
inventories’ cost and net realizable values.

3.

Aok W5 9 0 Y i

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE

EAEHBERBE #)

BN zRE
UESEERDBXNZRS
BEUWBRBZ A FEDESLEREL A
HERLBERTIAZ A FHERET @ IR
ERZNEBHAXE T eERE (K
{7 EER A 1R) P AR L AR AR AN

RBEHR - AREETEHBHRREL
BB BETARB MG - BFIRBHE
etz E(WA) DNERRER IE
R REE B F AR RE -

et 2 EERIR
ARAREERERAMEIFAZAEEE
ABERBRARBEIERABEMKRE
BeBERABREEFDHE - Gtk
R o st RAAARRRENE L &R K
RAREZEMER - ERERABEEZ
EhAFEER -

AEBERERE G RAABERR - WeF
et ERTEH BT HRELRE AR
FEERETHRER  MEFHETZE
ATHEHRARRPRGELYE - IR
FERBEERT PR AR KPR THER

RBEMK - BT EELE 2 EERR
(AEHERREHTAVRFREZEE
FEGERAELRENAB)WNT -

(a) FEMMEEHRE
AEBEeERRENEIMANE
AHRFEFERGERLBREM
BE - REBERNESBRFERAN



HL Technology Group Limited e BLHEHS £ BB R A A

Notes to the Consolidated Financial Statements

ok 1 T 5 % B ik

For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

4. KEY SOURCES OF ESTIMATION (continued)

(a)

(b)

Estimated impairment of inventories (Continued)
The identification of impairment of inventories requires the
use of judgment and estimates of expected net realizable
value. Where the actual net realizable value is different from
the original estimate, a material impairment loss may arise.
As at 31 December 2012, the directors of the Company
estimate that the allowance of inventory was recognised
amounting to RMB3,687,000 (2011: Nil) for slow moving. As
at 31 December 2012, the carrying amount of the
inventories is RMB327,317,000 (2011: RMB319,518,000).

Estimated impairment of loan and receivables
included in trade and other receivables

As explained in note 3, loan and receivables included in
trade and other receivables are initially measured at fair
value, and are subsequently measured at amortised cost
using the effective interest method less impairment.
Appropriate allowances for estimated irrecoverable
amounts are recognised in profit or loss when there is
objective evidence that the asset is impaired. The amount of
the impairment loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition).

The Group does not require collateral or other security
against its loan and receivables included in trade and other
receivables. The Group performs ongoing evaluation of the
financial conditions of the Group’s loan and receivables
included in trade and other receivables and when the
balances would not be settled as expected; the Group
would impair the balances and make necessary provision
therefore.
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Notes to the Consolidated Financial Statements

4. KEY SOURCES OF ESTIMATION (continued)
(b) Estimated impairment of loan and receivables

(0

included in trade and other receivables
(Continued)

The identification of bad and doubtful debts on loan and
receivables included in trade and other receivables requires
the use of judgment and estimates of expected future cash
flows. Where the actual future cash flows are less than
expected, a material impairment loss may arise. The
directors of the Company are satisfied that this risk is
minimal and adequate allowance for doubtful debts was
provided during the two years ended 31 December 2011
and 2012. As at 31 December 2012, the carrying amounts of
loan and receivables included in trade and other receivables
are approximately RMB850,157,000 net of allowances for
doubtful debts of approximately RMB2,834,000 (2011:
RMB966,179,000, net of allowances for doubtful debts of
approximately RMB1,239,000).

Useful life and residual value of property, plant
and equipment

The management determines the residual value, useful lives
and related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual residual value and useful lives of
property, plant and equipment of similar nature and
functions and may vary significantly as a result of technical
innovation and keen competition from competitors, resulting
in higher depreciation charge and/or write-off or write-down
of technically obsolete assets when residual value or useful
lives are less than previously estimated. As at 31 December
2012, the carrying amount of property, plant and equipment
of the Group is approximately RMB712,507,000 (2011:
RMB655,398,000).
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4. KEY SOURCES OF ESTIMATION (continued)

(d)

(e)

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of respective CGUSs to which
goodwill has been allocated. The value in use calculation
requires management to estimate the future cash flows
expected to arise from the CGUs involving various
assumptions as detailed in note 20. Where the actual future
cash flows are less than expected, impairment loss may
arise. As at 31 December 2012, goodwill of RMB7,488,000
(2011: Nil) was impaired.

Impairment of non-current assets other than
goodwill

Non-current assets include property, plant and equipment,
prepaid lease payments, and intangible assets, which are
carried at cost less accumulated depreciation/amortisation
and accumulated impairment losses, if any, and
prepayments for acquiring lands, which are carried at cost
less impairment, if any. These carrying amounts are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amounts may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher
of an asset’s fair value less costs to sell and value in use.

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
Group has to exercise judgment in the area of asset
impairment, particularly in assessing: (1) whether an event
has occurred that may affect the asset value or such event
affecting the asset value has not been in existence; (2)
whether the carrying value of an asset can be supported by
net present value of future cash flows which are estimated
based upon the continued use of the asset or derecognition;
and (3) the appropriate key assumptions to be applied in
preparing cash flow projections including whether these
cash flow projections are discounted using an appropriate
rate. Changing the assumptions selected by management to
determine the level of impairment, including the discount
rates or the growth rate assumptions in the cash flow
projections, could materially affect the net present value
used in the impairment test.
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Notes to the Consolidated Financial Statements

4. KEY SOURCES OF ESTIMATION (continued)

(f) Deferred tax assets

Deferred tax assets in relation to the impairment loss of
assets, tax losses and other temporary differences have
been recognised in the consolidated statement of financial
position. The realisability of the deferred tax assets mainly
depends on whether sufficient profits or taxable temporary
differences will be available in the future. In cases where
the actual future profits generated are less than expected, a
material reversal of deferred tax assets may arise, which
would be recognised in profit or loss for the period in which
such a reversal takes place. As at 31 December 2012, the
carrying amount of deferred tax assets of the Group is
approximately RMB1,744,000 (2011: RMB4,773,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the group entities
will be able to continue as a going concern while maximizing the
return to shareholders through the optimization of the debt and
equity balances. The Group's overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of net debt, which
included borrowings and net of cash and cash equivalents and
equity attributable to equity holders of the Company, comprising
issued share capital, reserves and retained profits.

The directors of the Company review the capital structure
regularly. The Group considers the cost of capital and the risks
associated with each class of capital, and will balance its overall
capital structure through new share issues as well as rising of
new borrowings or the repayment of existing borrowings.

Aok W5 9 0 Y i

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE

4. HEZ2EERE#)

() EEMEBEE
B IERERSE  HIEEEREAMm
TRERBAENELEHBEEER
AT RPER - ELEHE
BEIBENEIR EZFURA KRR
BB RHE RGN R Y
Br 7 BE o W ATEE B B R AR 2% 7l
DIRTEER - BRI REE A RERTAE
EEAED - WA B HEE
mFER - RZT—=—F+=A
=+—H AEEEREEHIEEEN
BREELN A AR1,744,000 7T (=
T——1F : AR¥4,773,0007) °

EXEREE
AEEEBEAEERREEERTH
B WEBEEGRRENRET
ETARRIBEBAER - AREHZE
HEE F—ERRIETE -

AEENEARBEREERFR (G
ENBEERESEEY) MALQFRE
FBAREBE(BREBEITRA - [#iH
RARB g A) ©

ARBEEERRAEARRE - NEEHE
EREAKARZRENEEHER - 75
BERBETHRIBEFNEEHEER
BEETEAREREELRLERE -



(BT HL Technology Group Limited e SiRHT EE AR A R

Notes to the Consolidated Financial Statements

Bk 1 BB e M

For the year ended 31 December 2012
E T H=1—HIFE

6. FINANCIAL INSTRUMENTS
(a) Categories of financial instruments

6. E@I A
(@) &@mIAER

2012
—E—_—F

2011
—E——4F
RMB'000
ARETT

RMB’'000
ARBT T

Financial assets SRMEE
— Loan and receivables (including — EBER R ERGIE (BIERE
cash and cash equivalents) RIESZEEY) 956,613 1,122,403
— Financial assets at FVTPL (Note 29) — IRAFEFABROTREE
(FI7E29) 156 5,229
956,769 1,127,632
Financial liabilities SREasE
— Liabilities measured at amortised cost — &SR AT E R B & 1,206,607 1,159,453
— Financial liabilities at FVTPL (Note 29) — iR AFEFABZHN SR EE
(BF5E29) = 6,311
1,206,607 1,165,764

(b) Financial risk management objectives and
policies
The Group’s major financial instruments include trade and
other receivables, trade and other payables, bank
borrowings, derivative financial instruments, bank balances
and cash. Details of these financial instruments are
disclosed in respective notes.

The risks associated with these financial instruments and
the policies on how to mitigate these risks are set out
below.

The directors of the Company manage and monitor these
exposures to ensure appropriate measures are
implemented on a timely and effective manner. The Group’s
overall strategy remains unchanged from prior year.
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Notes to the Consolidated Financial Statements

6. FINANCIAL INSTRUMENTS (continued)
(c) Market risk
The Group's activities expose it primarily to the market risks
including interest rate risk (see note 6(c)(i) below), foreign
currency risk (see note 6(c)(ii) below) and commaodity price
risk (see note 6(c)(iii) below).

There has been no change to the Group’s exposures to
these market risks or the manner in which it manages and
measures the risks from prior year.

(i) Interest rate risk management
The Group's fair value interest rate risk relates
primarily to its fixed rates bank borrowings, interest
bearing other receivable and pledged bank deposits.

The Group is also exposed to cash flow interest rate
risk through the impact of rate changes on variable
interest bearing financial assets and liabilities, mainly
bank balances and variable rate bank borrowings
which carried at prevailing market interest rates. The
Group currently does not use any derivative contracts
to hedge its exposure to interest rate risk. However,
the directors of the Company will consider hedging
significant interest rate risk should the need arise.

The sensitivity analysis below has been determined
based on the exposure to interest rates for variable
interest bearing bank balances and variable rates bank
borrowings (other than those classified as held for
sale) at the end of each reporting period and assumed
that the amount of assets and liabilities outstanding at
the end of each reporting period was outstanding for
the whole year.
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6. FINANCIAL INSTRUMENTS (continued)
(c) Market risk (Continued)
(i) Interest rate risk management (Continued)
If interest rates on bank balances had been 5 basis
points higher, and all other variables were held
constant, the potential effect on post-tax results is as
follows:

Decrease in post-tax loss for the year £ A% 14 E5 18R
Increase in post-tax profit for the year 5 AR 14 55 K3 40

(c)

6. E@MIRA#®)

TGk (&)

0]

FIZEEBRERE (&)

iMdR1T &R B A M F R EF5
EIERS - M PTA H b S+
TE - AT R EREBER
20T

2012
—_E—_F

2011
—F——F
RMB'000
ARETIT

RMB’'000
ARBT T

31 =
= 69

If interest rates on variable rate bank borrowings had
been 50 basis points higher and all other variables
were held constant, the potential effect on post-tax
profit is as follows:

Increase in post-tax loss for the year FRH R EBEE N
Decrease in post-tax profit for the year 45 AF14 s 5L >

W FBRITEENFE EH

SOfEE 2 - AT A H &8

HRFTE - AEBREFRE
FEMT -

2012
—E—_—F

RMB’000
AR®T

RMB'000
ARETT

1,631 =
= 1,984

There would be an equal and opposite impact on the
above post-tax results, should the aforesaid interest
rates be lower in the above sensitivity analysis.

The above sensitivity analysis represents interest rate
used when reporting interest rate risk internally to key
management and represents management'’s
assessment of the reasonably possible change in
interest rate. In the opinion of the directors of the
Ccompany, the sensitivity analysis is unrepresentative
of the inherent interest rate risk as the year end
exposures do not reflect the exposure during the year.
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6. FINANCIAL INSTRUMENTS (continued)
(c) Market risk (Continued)

(ii)

Foreign currency risk management

Foreign currency risk is the risk that the holding of
monetary assets and liabilities and entering into
transactions denominated in foreign currencies which
will affect the Group’s financial position and
performance as a result of a change in foreign
currency exchanges rates. At the end of the financial
period, certain trade and other receivables, pledged
bank deposits, bank balances and cash, trade and
other payables, bank borrowings, exchange contracts
and cancellable foreign currency forward swaps
contracts of the Group are denominated in or linked to
foreign currencies, details of which are set out in
respective notes, expose the Group to foreign
currency risk.

The carrying amounts of the Group's foreign currency
denominated monetary assets and monetary liabilities
at the end of the reporting period are as follows:
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6. E@MIR#®)
(c)

TGk (&)

(i) SHEEpER
SNERBRAFEEREERA
& WAINEFHERT LR HH
Rk - SEINEE RS E
AEBOM BN KRR - R
MBRHAMERE  AEERE
TEZREMERFR - B
MBI RITEHRREA
T - EHMEMENTOR - R
TEE - SNES A R AT HEHs
BRI REAEINER
B - ZEHBEHUINESHEK
EONE R - FHB SRR

REBERIFE R AINESTE
MEBEEREBAENER
B :

Assets Liabilities
BE afE

2012 2011 2012 2011
=B--fF —T—F ZB-=F T —F
RMB’000 RMB'000 RMB’'000 RMB’000
ARSI AREBTT AR¥TR ARETT
United States Dollars (“USD") E(E )] 423,232 265,785 275,340 258,298
Hong Kong Dollars (“HKD") B (TBT]) 124 115 - =
423,356 265,900 275,340 258,298

The Group is mainly exposed to the currency of the
USD and HKD.

The following table details the Group's sensitivity to
one percent (2011: one percent) increase in RMB
against USD which represents the management'’s
assessment of the reasonable possible change in
foreign exchange rates. As the Group’s sensitivity to
HKD is insignificant, no sensitivity analysis was
presented. The sensitivity analysis of the Group’s
includes outstanding foreign currency denominated
monetary items and adjusts their translation for one
percent (2011: one percent) change in foreign
currency rates at the end of the reporting period.
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6. FINANCIAL INSTRUMENTS (continued)
(c) Market risk (Continued)

(ii)

(iii)

Foreign currency risk management (Continued)

If RMB strengthen one percent (2011: one percent)
against USD and all other variables were held
constant, the potential effect on post-tax results is as
follows:

Increase in post-tax loss for the year
Decrease in post-tax profit for the year

FABIREEIE N
FABREEFIR D

£€RTHE®)
() TIEERE)
(i) SMNERBREE(E)

MARBHETHEI%(ZF
——%F :1%) - MmEMEE A
RE  HREREE B
20T

2012
—_E—_F

2011
—E——%
RMB'000
AREET T

RMB’'000
ARBT T

1,591 =
= 973

There would be an equal and opposite impact on the
above post-tax results, should the aforesaid foreign
exchange rate be weakened in the above sensitivity
analysis.

The above sensitivity analysis represents foreign
exchange rate changes used when reporting internally
to key management and represents management’s
assessments of reasonably possible change in foreign
exchange rate. In the opinion of the directors of the
Company, the sensitivity analysis is unrepresentative
of the inherent foreign exchange risk as the year end
exposures do not reflect the exposure during the year.

Commodity price risk

The Group’'s commodity price risk of financial
instruments is mainly the exposure to fluctuations in
the prevailing market price of copper which are the
major raw materials purchased by the Group through
the commodity derivative contracts entered and the
details of which are set out in note 29(a).

The Group considers that the commodity price risk
effect in post-tax profit for the two years ended 31
December 2012 and 2011 is insignificant and no
sensitivity analysis is presented.

(iii)
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6. FINANCIAL INSTRUMENTS (continued)
(d) Credit risk management

As at 31 December 2012, the Group’s maximum exposure
to credit risk in the event of the counterparties’ failure to
perform their obligations in relation to each class of
recognised financial assets is the carrying amounts of those
assets as stated in the respective consolidated statement of
financial position. The Group is also exposure to credit risk
of endorsed bills arrangement with full recourse in the event
of default of the issuing banks with a maximum exposure
equal to the carrying amount of the bills.

In order to minimise the credit risk, the directors of the
Company have delegated a team responsible for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up actions are
taken to recover overdue debts. In addition, the directors of
the Company review the recoverability of each trade debt at
the end of each reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the directors of the Company consider that the
Group's credit risk is significantly reduced.

As at 31 December 2012, the Group has concentration of
credit risk as the Group’s trade receivables of approximately
RMB232,966,000 (2011: RMB236,168,000) representing 32%
(2011: 27%) of total trade receivables were derived from five
major customers, and the Group has credit risk in the event
of failure to collect the other receivables with amount of
approximately RMB35,000,000 as at 31 December 2012
(2011: RMB6,977,000). In order to minimise the credit risk,
the directors of the Company continuously monitor the level
of exposure to ensure that follow up actions and/or
corrective actions are taken promptly to lower exposure or
even to recover the overdue debts. The Group has no
significant concentration of credit risk on the remaining
trade receivables, with exposure spread over a number of
counterparties and customers.
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6. FINANCIAL INSTRUMENTS (continued)

(d)

(e)

Credit risk management (Continued)

As at 31 December 2012, the Group’s concentration of
credit risk by geographical locations is mainly in PRC, which
accounted for 90% (2011: 88%) of the total trade
receivables.

The Group has concentration of credit risk on liquid funds
which are deposited mainly with several banks in the PRC.
However, the credit risk on bank balances is limited because
the majority of the counterparties are banks with good
reputation assigned by international credit-rating agencies.

Liquidity risk management

Ultimate responsibility for liquidity risk rests with the board
of directors of the Company, which has built an appropriate
liquidity risk management framework for the management
of the Group's short, medium and long-term funding and
liquidity management requirements. Having considered the
forthcoming business plan, the Group manages liquidity risk
by maintaining adequate banking facilities and continuously
monitoring working capital forecast and actual cash flows.
Should there be any significant change in banking facilities
available, the Group will adjust the working capital forecast
and business plan accordingly to maintain its liquidity.

Other than endorsed bills with full recourse which were
derecognised by the Group (see note 39 for details) and
discussed elsewhere in these consolidated financial
statements, the following tables detail the Group’s
remaining contractual maturity for its non-derivative
financial liabilities based on the agreed repayment terms.

The tables have been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date
on which the Group can be required to pay. The tables
include both interest and principal cash flows.
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6. FINANCIAL INSTRUMENTS (continued) 6. TRMIA#E)
(e) Liquidity risk management (Continued) (e) REBELRERE &)

In addition, the following table also details the Group’s AN s TR AEBRTE S 7
liquidity analysis for its derivative financial instruments. The TAHNRBES DN - HERAFE
tables have been drawn up based on the undiscounted BHEENTETAEREREGLRE
contractual net cash inflows and outflows on derivative FERAEETEERE - BRE
instruments that settle on a net basis. The liquidity analysis BERAESNFHHEMITETR
for the Group’s derivative financial instruments is prepared BEROEHNEZEREEZ  WAEE
based on the contractual maturities as the management MESRITAENRBE S DN IHE
considers that the contractual maturities are essential for an REX)FEAMmMGBR -

understanding of the timing of the cash flows of derivatives.

0n demand
Weighted or Total
average less than 3 months 1to undiscounted Carrying
interest rate 3 months to 1 year 5 years cash flows amounts

g RENEL 38R AEBRE
FEHE  ORIfEA E1F 125F hEAE SREE
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Batt  AR®TR  ARMTR  ARETR  AR®TR  ARETR

As at 31 December 2012 R-B-—&

+=A=t-H
Non-derivative financial liabilities ~ JEfT4 2 RB &
Trade and other payables B REMERFTE - 357,960 48,493 - 406,453 406,453
Variable rates borrowings FEEE 5.66 284,512 172,397 - 456,909 434,883
Fixed rates borrowings EEfEE 5.87 168,572 205,437 - 374,009 365,271

811,044 426,327

1,237,371 1,206,607




(P¥] HL Technology Group Limited e SiRHT £ E AR A R

Notes to the Consolidated Financial Statements

Bk 1 BB e M

For the year ended 31 December 2012
BE—F——Ff+ - HA=+—HIFE

6. FINANCIAL INSTRUMENTS (Continued) 6.

(e) Liquidity risk management (Continued)

On demand

Weighted or
average less than
interest rate 3months

g REAER
7% HIR3EA
% RMB'000
BAt  ARETR

R THE %)
() FBELABTE &)

Total
3months 1to  undiscounted Carrying
t0 1 year 5Yyears cash flows amounts
3f8A KRR
F1E 1255 MEEE fRE(E
RMB'000 RMB'000 RMB'000 RMB'000
AREFR AREFR ARETR AREFT

As at 31 December 2011 i3
+ZA=t+-H
Non-derivative financial liabilities ~ JEfT4 4 BB E
Trade and other payables 25 REMERNHE - 1395% 66,446 = 505,982 505,982
Variable rates borrowings 2EER 513 209,627 204,764 - 454,391 448773
Fixed rates borrowings TREE 6.46 51,767 156,892 - 208,659 204,698
740,930 428,102 - 1,169,032 1,159,453
Derivative financial instruments fTESRIA
— net settlement —FRHE
Commodity derivative contracts  EBRITATLAAX - 1 - - 1 1
Cancellable foreign currency AR R EE
forward swaps contract &4 = (2,299) (1432) 9,772 6,041 5942
(2.298) (1432 9,772 6,042 5943
Derivative financial instruments ITESRTIA
— gross settlement —BELE
Foreign currency exchange contracts SMNES4)
— inflow —MAE - (15,574) - - (15,574) (15,574)
—outflow —hdE - 15942 - - 15942 15942
368 - - 368 368

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the
reporting period.

% SF KRB EEN RS HIRETE
ZfEETRMREBRER - A LI
TESRAEMNTFETAZSENX

&8 -
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6. FINANCIAL INSTRUMENTS (continued)

(f)

(8

Fair value of financial instruments
The fair value of financial assets and financial liabilities are
determined as follows:

o the fair value of financial assets and financial liabilities
with standard terms and conditions and traded in
active liquid markets are determined with reference to
guoted market bid prices and ask prices respectively;

o the fair value of other financial assets and financial
liabilities (excluding derivative instruments) is
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis; and

o the fair value of derivative instruments is calculated
using quoted prices. Where such prices are not
available, use is made of discounted cash flow
analysis using the applicable yield curve for the
duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives.

Fair value measurements recognised in the
consolidated statement of financial position

The Group's financial instruments that are measured
subseqguent to initial recognition at fair value are grouped
into levels 1 to 3 based on the degree to which the fair value
is observable:

o Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active market for
identical assets or liabilities;

o Level 2 fair value measurements are those derived
from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

o Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

Aok W5 9 0 Y i

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE

6. E@MIRA#®)

(f)

(8)

ERMIBENDFE
cREENEHEBENRTENE
THERERE

o MFEREGRRGM LR ER
mMBMSEENEREERS
BARZATEDHZZEMR
MEEAEBRREETE

s HttgBMEERTBAGBHNLD
FE(TEEITETR) IR
BERRBSRATRARE
EBRAEE : &

s  PIATIAMDFHERARE
H o WARERHERERE - A
EERCHRRSRESN
% FFHEITETARATIA
FRINER AU s AR - T H
BOTE T ARIRAHEEER
= o

REMBERRERABRZNLFE
BEFf E
ANEBMPIERAFEERERETFTIA
AENSRTARATFETEHRE
BEahE—ZE=:

« - BATEHERERPLE
o5 & (4% B T 45 0 $R 18 (o
SRS

s —RAVMEMERREEXR
EEER (BMER) S (B
ZERFEE)IBR2H8(—
R EFTARERIN TE
K

¢ SERATEHEHTALIER
R BR T  BUE (R AT
LB WA E A B E S
A E -
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. TRITHR %)
(g) Fair value measurements recognised in the (8) HLAEMBMRRARABEREN DT
consolidated statement of financial position BEztE (&)
(Continued)

As at 31 December 2012, the derivative financial assets with
carrying values of approximately RMB156,000 (2011: Nil) are
Level 2 measurements.

As at 31 December 2011, the derivative financial liabilities
with carrying values of approximately RMB1,000 are Level 2
measurements.

As at 31 December 2011, the derivative financial liabilities
with carrying values of approximately RMB368,000 are Level
2 measurements. These derivative financial liabilities had
been settled during the year ended 31 December 2012.

As at 31 December 2011, the derivative financial liabilities
with carrying values of approximately RMB5,942,000 and the
financial assets with carrying values of approximately
RMB5,229,000 are Level 3 measurements. These derivative
financial liabilities had been settled during the year ended
31 December 2012.

RZE——F+=-A=+—8" kK
M E 4 A AR K1560007T(=Z
——FB)NTECRHEER—
WEtE o

R-ZFB——F+-A=+—H" &
HEHARBARKE100THITES
MEEB _RE -

RZZE——F+-_A=+—H8 &k
B % & A B ¥ 368,000 7T 89 £7 4
CHEBEB Qe  ZETLES
BEGERBE_E——+_A
=t+—BHIFELEM -

N-TE——F+=-_A=1+—H8 " Bk
HEX A AR 5,942,000 TTHIHTAE
CHEEREABENAARKE
5229000 K &t B E B = Rt
E-ZSETESRABEREEC
E——H+_RB=+—RHILEEH
e
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For the year ended 31 December 2012
E o E— A=+ —HIFFE

6. FINANCIAL INSTRUMENTS (continued) 6. TRT R &)
(g) Fair value measurements recognised in the (8) HKEMBHRRRABRNAF
consolidated statement of financial position BitE (&)
(Continued)
Reconciliation of Level 3 fair value measurements of E=ReRmEEESHABBELAEE
financial assets and financial liabilities: TE 2 HER

Cancellable

foreign

currency

forward

Contingent swaps

Consideration contract
T 8K Fh s

RAKE EBHEHEY
RMB’000 RMB'000
AR¥T AREFIT

Financial assets (liabilities) SRMEE(BE)

As at 1 January 2011 RZE—F—H—H = =

Total gains (losses) in profit or 10ss PR AU (B1E) 5,229 (4,748)

Settlements Bt = (1,194)

As at 31 December 2011 R-_E——F+-_A=+—H 5,229 (5,942)

Total gains (losses) in profit or loss RIEEm R (E18) 13,166 14,901

Settlements Bt - (8,959)

Transfer to assets classified as ERESEBRBEREEE

held for sale (Note 27) (MF5E27) (18,395) =

As at 31 December 2012 R-E——F+=-_A=+—H = =
Fair value gains or losses on Contingent Consideration (Note S AARE (BT aE36()) M AT s 1 s
36(a)) and cancellable foreign currency forward swaps EHEHSHONAFEK IS
contract are included in “Other income, other gains and B BEMATEMEKA - Eilias
losses”. LETE] o
The directors of the Company consider that the carrying KARIEZRBERE U BRERPIZ
amounts of financial assets and financial liabilities carried at BHERAAENESREERSRE
amortised cost in the consolidated financial statements BEERMEEFRE AR A TEHE
approximate to their fair values at the end of the reporting B RBE-Z——_F+=A8
period. During the year ended 31 December 2012, there is = t—HIEFE —RE_FHE

no transfer between level 1 and level 2. W TS o
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

7. REVENUE AND SEGMENT INFORMATION

(a)

(b)

Revenue

Revenue represents the net amounts received and
receivable for sales of goods sold to customers during the
year.

Segment information

The chief executive officer of the Company has been
identified as the Group’s chief operating decision maker (the
“CODM") who reviews the business based on the following
operating and reportable segments organised by products:
—  External signal cable assembly

— Internal signal cable assembly

—  Power cord assembly

—  Signal transmission wire and cable

—  Connectors

— Antennas

—  Automotive wiring harness

—  Others

The above segments have been identified on the basis of
internal management reports prepared and regularly
reviewed by the CODM when making decisions about

allocating resources and assessing performance of the
Group.

Wi Ko EBER
(@ W=

(b)

WeiEFAHETEPMNERZD
W % e WO R IR AR

2EER

RRARTTBAHCERARANEE
BRERRA(TETEZRERR

AL BEREBETIRER S D

& NMATIRE D BB E -

—  SMEESRARAM

—  REER&ANT

—  TR&GAM

— [ERBERE

— B

— R#&

— AERR

—  Hf

FRNHETZEERRARESR

B RFHEAEBRIRE - RIE

RENEREZOARERRET
PAGERI o
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For the year ended 31 December 2012
HE—T——F+-_A=+—HIFE

7. REVENUE AND SEGMENT INFORMATION 7. WERDIBER @)
(Continued)
(b) Segment information (Continued) (b) ZHERE)
i.  Information about reportable segment i. FBREUmEsMBUE - EE -

revenues, results, assets and liabilities EEREENER
The following table sets forth a breakdown of the TRINRAEBREAIRE S
Group's revenue and results by operating and AR E o P85 HUes & 3
reportable segment during the year: 4ERAAA -

Signal
External Internal Power transmission Automotive
signal cable  signal cable cord wire and wiring
assembly assembly assembly cable  Connectors Antennas harness Others Total

PEEER  ABRERR Bk AL
af at At 58 et X8 RERR Rt it
RMB'000  RMB'000  RMB'00  RMB'000  RMB'000  RMB'00  RMB'000  RMB'000  RMB'000
ARBTR  ARMTR ARMTR ARMTZ ARETR ARBTR ARETRZ ARWTR  ARMT:R

Year ended HEZF-fF
31 December 2012 +-A=+-H
JI=:355

Segment revenue D e 333,816 384,517 463,814 420,956 27,722 71,913 127,454 103,483 1,933,675

Segment results DEIEE 43,459 68,148 67,499 68,264 (3,670) 9,624 20,880 7,051 281,255

Year ended BE-F——F

31 December 2011 +=A=+-A
JI=:355

Segment revenue okl 6 337,750 339,859 329,016 488,422 49,928 28,462 156,678 135261 1,865,376

Segmentrestlts LG 67,363 92,270 42799 101,548 13,273 5,294 35,444 19914 378405
Revenue reported above represents revenue LA E 2 RmaREEREINRE
generated from external customers. There were no PRz HE-_Z—FK
inter-segment sales during the two years ended 31 —E——HF+ZA=+—Hik
December 2011 and 2012. ] £F 2 43 4% a] 25 &P 85

&

The segment results represent segment revenue less 7B LE R P EUE IR D EP i
segment cost of sales, which represents the internally ERA  BEEZLEEREAT
generated financial information regularly reviewed by HEMOABABEER - A
the CODM. However, the other income and other i EaA - E e R E
gains and losses, distribution and selling expenses, B DHEEERY  THK
administrative and general expenses, research and —BAX - HERAY  MEK
development expenses, finance costs and other AREMALTIIEDRES A
expenses are not allocated to each reportable HwEDE

segment.
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For the year ended 31 December 2012
E T H=1—HIFE

7. REVENUE AND SEGMENT INFORMATION 7. WERSIER &)
(Continued)
(b) Segment information (Continued) (b) ZHERE)
i.  Information about reportable segment i. BABEURESIFNE - EE-
revenues, results, assets and liabilities EEREENER(A)
(Continued)
The reportable segment results are reconciled to (loss) NEE ARG DB AR E
profit for the year of the Group as follows: (EE) RN HEZ27m
T

2012 2011
—E——F —T—F

RMB'000 RMB’000
AR¥TR ARETTT

Reportable segment results AT E D LA 281,255 378,405
Unallocated income and expenses: RAOBMA RS
— Other income, other gains and losses — E Ut A « E AUz
X518 32,855 22,080
— Distribution and selling expenses — D REERY (77,047) (49,056)
— Administrative and general expenses — 7T} — R 2 (135,284) (116,714)
— Research and development expenses — fiff 2% 51 sz (81,190) (62,179)
— Finance costs — BB KA (42,664) (37,536)
— Other expenses — HAX (36,109) =
(Loss) profit before tax i (B8 ) w7 (58,184) 135,000
Income tax expenses SR X (4,406) (15,640)
(Loss) profit for the year FIE (E518) 5 A (62,590) 119,360
As no discrete information in respect of segment AR EEES AR EEZLE
assets and liabilities and other information is reviewed REANBHHDHBEERAE
by the CODM for the assessment of performance and FOE B & B K E A & AT A LA
allocation of resources for different reportable AR TR AT E 2 HAIRIR
segments, thus, other than reportable segment NERDER - AUbb LA #
revenue and results as disclosed above, no analysis of BRI ARG D W R EE
segment assets and liabilities is presented. G WERZIDHEEREE

DA
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For the year ended 31 December 2012
E o E— A=+ —HIFFE

7. REVENUE AND SEGMENT INFORMATION 7. WBERDEBER (&)
(Continued)
(b) Segment information (Continued) (b) ZHERE)
ii. Geographical information i. HWEER
The Group's products are produced from the AEBEREMRTPEARE
production facilities located in the PRC. Almost all of (TR B ) /9 4 B SR e A
the Group’s non-current assets are located in the PRC E o ANEBAETHREIRDE
and thus, no geographical information has been ESMRPE - Bt & 275
presented. H[EE &} o
The following table provides an analysis of the Group’s TRAREBZEFPHIEME
revenue by geographical location of customers, ElomlEs T (EmERR
irrespective of the origin of the goods: EHAME)

2012 2011
—E——fF —E——F

RMB'000 RMB’000
AR®TRT ARBTET

Analyzed by: BATHRE| D 2D -

The PRC, excluding Hong Kong FE(TREEEREE)

and Taiwan 1,310,576 1,265,881
Taiwan B 284,873 211,970
Korea F2[E 213,468 163,506
The United States of America ESE 105,948 8,527
Hong Kong & 602 40,318
Other countries and areas Hih B R K& 18,208 175,174

1,933,675 1,865,376
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For the year ended 31 December 2012
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7. REVENUE AND SEGMENT INFORMATION 7. WERDIBER &)
(Continued)
(b) Segment information (Continued) (b) ZHERE)
ili. Information about major customers iii. FEEFEH
The following table sets forth a breakdown of the TRIFAEERBE=-ZT
Group’s major customers individually accounted for ——F&+ZA=+—HKRZ=ZE
over 10% of the Group's total revenue during the year —F+ZA=1+—HLFE
ended 31 December 2012 and 31 December 2011: IR B 4B U 5 10% DA _ERY =
ZRE S

2012 2011
—g--5 -T——F

RMB'000 RMB’000
ARBTR ARETTT

— Customer A (Note () — ZP R (M) 250,179 250,774
— Customer B (Note (ii)) — BB Z (MR i) 197,096 *
— Customer C (Note (i) — ZPFR (M) * 211,527

- The revenue from these customers is not over 10% of the * REWFER P H WS TR R AR
Group's total revenue for the respective year. EERZFE Bz 10% ©

Notes: B eE -

0) Revenue from customer A and customer C is mainly from the 0] REFEFRREFAHKE -
revenue of external signal cable assembly segment, internal TE2RANEGERSEED
signal cable assembly segment, power cord assembly B AERERGEEESEE
segment, signal transmission wire and cable segment, REEHDE  ERERRE
connectors segment, antennas segment and other products DEb - BERSE - RRDE
segment. REMERDEL

(i) Revenue from customer B is mainly from the revenue of (i) REREFPZLHNE  FEXRA
external signal cable assembly segment, internal signal cable INEESRBREHD I - RiER
assembly segment, power cord assembly segment, SRAN DR - BRKAMD
connectors segment, antennas segment and other products B BRI KRB R

PaN

segment. HMEmDEL o
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8. OTHER INCOME, OTHER GAINS AND LOSSES 8. Hftlg A - Hti =R E8

2012 2011
—E-—F —EF——F

RMB’'000 RMB'000
ARBTR ARETRT

Interest income FEHA 881 10,149
Government grants (Note) BT B (B9 3E) 5,138 7,987
(Losses) gains on disposals of property, HEWE - FELRE
plant and equipment (EE) Wam (6,130) 1,688
Net foreign exchange losses bE X B8 55 (1,355) (1,513)
Gains on disposal of prepaid lease HEEMHEES 2 Wt
payments = 175
Gains on changes in fair value of other HEepmT AAYE
financial instruments BE)UW 21,155 3,594
Gains on changes in fair value of S AREBAFEE
Contingent Consideration (Note 36(a)) Wz (P 5 36(a)) 13,166 -
32,855 22,080
Note: The amount mainly represents unconditional government grants which are Ket - ZEeBERRE RNEBLERNRAER
subsidies received from the finance bureau of Weihai Economic MHBRILURESEERTAZRZESE
Technological Development Zone and committee of Shandong Linyi Economic RRER B ST K Bl A B B2 A A MR 1 BT
and Technological Development Zone as incentives for business and (G

technological development of the Group.
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9. FINANCE COSTS 9. BERAX

2012 2011
—E-——F —F——F

RMB’000 RMB'000
ARBTR ARBTRT

Interest on borrowings wholly repayable BRAFANBHEEN

within five years BEFE 50,435 44,152
Less: Amount capitalised in respect of B BEABEREENAN

cost of qualifying assets WER b2 (7,771) (6,616)

42,664 37,536
During the year ended 31 December 2012, interest has been RBE_T——_F+_-_A=+—HILF
capitalised at the rate of interest applicable to general borrowings EFEEREAR—BREENTESF
ranging from 6.83% to 7.17% (2011: 4.20% to 7.57%) per annum. 683%E717%( = F — — F : 420% &

7.57%) BIF| R E AL, o
10. OTHER EXPENSES 10. HpAX

2012 2011
—E——F —ET——%F

RMB’000 RMB’'000
ARBTRE ARETRT

Impairment loss recognised in respect M - BE KR EER

of property, plant and equipment (Note 16)  HIREEE (izE16) 20,275 -
Impairment loss recognised in respect B A ERRD

of intangible assets (Note 18) REEE (FTEE18) 6,529 -
Impairment loss recognised in respect R EERRRERBE

of goodwill (Note 19) (M45E19) 7,488 -
Impairment loss on trade receivables Z SR IBEREEE 1,817 =

36,109 =
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11. (LOSS) PROFIT BEFORE TAX 1. BRBLAT (BR) &EF
(Loss) profit before tax has been arrived at after charging: MF AT (BB ) B M FIBR AT RIA ¢

2012 2011
—B-—f —T——%&

RMB’000 RMB’'000
ARBTRE ARETRT

Staff cost (including directors’ emoluments 8 TR (B IERA M EE 12 # 5=

as disclosed in Note 12) ZEEH)
— Salaries and other benefits — e RHAMER 292,696 226,719
— Retirement benefit scheme contributions — iR{REFIET &I 2% 9,738 7,309
— Share-based payments (Note 32) — DARR 2 SZ A A9 5R0E (B 7E32) 3,762 7,147
306,196 241,175
Depreciation and amortisation: e R
— Property, plant and equipment —ME  BENMEE 47,599 36,812
— Intangible assets (included in — EmEAE (FFAITH R
administrative and general expenses) —MRHAR) 4,596 4,051
52,195 40,863
Release of prepaid lease payments BN EEEN 976 815
Cost of inventories recognised ERARZMFEERA ()
as an expense (Note) 1,689,025 1,517,099
Auditors’ remuneration 1% EEm B 2,889 2,532
Note: During the year ended 31 December 2012, the cost of inventories recognised Mzt : REBIE-T——F+-_A=T—HIEFE"
as an expense included inventories for research and development with the ERBAXNFRERADEBERENTFE
amount of RMB36,605,000 (2011: RMB30,128,000). EARM36,6050007L(=F——F : AR

30,128,0007T) °
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12. DIRECTORS’, CHIEF EXECUTIVE'S AND 12. E  TRARKEEMS
EMPLOYEES' EMOLUMENTS
(a) Directors’ emoluments (@) EE=M<E
Details of the emoluments paid or payable to the directors BEfERNARREES2HMEFS
of the Company are as follows: -

Year ended 31 December 2012
HE-B-"E+-A=t-HLEE
Retirement
Basic benefit Share-
Director salaries and scheme Discretionary based

fees allowances contributions bonus  payments Total
BHER HRA %A

EZhe HABOREY  EMR  BERL fsE @3t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTR AR%TR AR%TR ARETR AR%TR AR%Txn

Executive directors: HiTEs.

—Mr.Chi —BRE 60 221 8 - - 289

—Mr. Li Jianming —FERLE 60 197 8 - 102 367

— Mr. Jiang Taike —BARGE 60 265 8 - - 333

— Mr. Mao Wanjun* —EBHRES 15 90 3 - 60 168

— Mr. Kang Jin Won* —ZRREES 15 160 - - - 175

Non-executive director: FHTES:

—Ms. Xu Yiming —REHTT 36 - - - - 36

Independent non-executive ~ BUFBTES:

directors:

—Mr.ShuWaTung Laurence ~ — &F& & %4 162 - - - - 162

— Mr. Song Lizhong —RUREE 4 - - - - 41

—Ms. Zheng Lin — Bt 4 - - - - 4
490 933 27 - 162 1,612

& These directors have resigned as directors of the Company since 29 * hEEFE_T——_FRA=-+NH

May 2012. HEBEAND AE B -
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12. DIRECTORS’, CHIEF EXECUTIVE'S AND
EMPLOYEES' EMOLUMENTS (continued)
(@) Directors’ emoluments (Continued)
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For the year ended 31 December 2012
E o E— A=+ —HIFFE

12. E - THRERBRREEMNE 2
(a) E=MS (2

Year ended 31 December 2011

BE-T—Ft-A=t-ALER

Basic

Director ~ Salaries and

fees  allowances

Retirement
benefit
scheme  Discretionary ~ Share-based
contributions bonus payments Total
RN SRR %At

g3 EAHERRN  GHEMR Bl igpA¢ 5t
RMB'000 RMB'000
ARETT  AR%TR

RMBOOO  RMBOOO  RMBO00  RMBOO0
ARETT  ARETR ARBTL ARETR

Executive directors; HTEE:

—Mr.Chi —EiE 60 279 8 - - 347

— Mr. Jiang Taike —BAREA 60 29 8 - - 364

— Mr. Li Jianming — FEREE 60 242 8 - 203 513

— Mr. Mao Wanjun —EEHEA 3 195 8 - 293 532

— Mr. Kang JinWon —ZIRERE 3% 583 - - - 619

— Mr. Sui Shikai* — Bttt 12 34 3 - 67 16

— Mr. Tseng Chih-ming* — B 12 146 6 - = 164

Non-executive directors: FHTES:

— M. Xu Yiming —RESTT 3 202 - - = 238

— Mr. Du Li* — KL - - - - - -

— Mr. Wu Kezhong* — R R - - - - - -

Independent non-executive ~ BIFHTES:

directors:

—Mr.ShuWaTung Laurence  — #FEREA 163 - - - - 163

— Mr. Song Lizhong —RURKAE 41 - - - - 41

—Ms. Zheng Lin —gat 4 - - - - 41
557 1977 n - 563 3,138

& These directors have resigned as directors of the Company since 28 & ZEBEER_T——FWA=TNAH
April 2011. BHEE SRS

During each of the two years ended 31 December 2011 and
2012, no remuneration was paid by the Group to the
directors of the Company as an inducement to join or upon
joining the Group or as compensation for loss of office.
None of the directors of the Company has waived any
remuneration during each of the two years ended 31
December 2011 and 2012.

Mr. Chi, the chief executive officer, assumes the role as a
chief executive and his emoluments for services rendered
by him have been included in the above.

RBEE-FT-——FR-_F—-F
TZRA=+—BIERMEFE 5@
FEARBYEAARBDERNES
XNMEERESIREMAREE
SR IR 55 (B 5y 1) 22 D R B S
BE-RBE-_T——FRk-F—=
F+rZA=+—BILMEFE  #
BARNBDEZHEEATHMH -

TRBHELERTEIRITRAR
Biee - HEERBZHFME AL
e
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For the year ended 31 December 2012
E T H=1—HIFE

12. DIRECTORS’, CHIEF EXECUTIVE'S AND
EMPLOYEES' EMOLUMENTS (continued)
(b) Employees’ emoluments
Of the five individuals with the highest emoluments in the
Group, none (2011: three) was director of the Company for
the year ended 31 December 2012.

The emoluments of these five (2011: two) individuals during
the year ended 31 December 2012 were as follows:

12. EE THREABREEMNES &)

(b) {EEHEH
BE-_T——+-HA=+—HL
FE AEBRAURSHEALE
WEAQNAEE(ZE——F: =
Z) o

BE_ZT——F#+-_A=+—HI
FEZALZ(CE—F WA A
BIALH BT -

2012 2011

—B-——-F _—T——%

RMB’000 RMB’000

AR® T AREETIT

Salaries and allowances e KOEAh 2,381 934
Retirement benefit scheme RO FIFT IR

contributions 46 26

2,427 960

During each of the two years ended 31 December 2011 and
2012, the emoluments of the five highest paid individuals
were within HKD1,000,000.

During each of the two years ended 31 December 2011 and
2012, no remuneration was paid by the Group to the five
individuals with the highest emoluments in the Group as an
inducement to join or upon joining the Group or as
compensation for loss of office.

WBE-T——FR-F—=%
+=ASt—ALREFEESE
TRMBESHALH MBS
1,000,000 % 7T, ©

REBEE_Z——FRK=ZT—=F
+—A=+—RHIMEFESF -
AEFBVERAMN RS HFALTIA
FAME - EARSIEEMALRE
] s 7 N A7 £ [ BeF A 2 B o B B
/8 -
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For the year ended 31 December 2012
E o E— A=+ —HIFFE

13. FIBHMx

2012 2011
—E——F —ZE——f

RMB’000 RMB'000
ARBTRE ARETRT

Current tax BN ERRIE
— PRC Enterprise Income Tax (“EIT") — R ERGH (T3
Zik=2 ) 3,346 18,724
— Under (over) provision of EIT in prior years — 387 4 & 1 ¥ PS5 &
T2 (%) 689 (683)
4,035 18,656
Deferred tax (Note 21) EERIIE (FFFE21) 371 (3,016)
4,406 15,640

No provision for Hong Kong Profits Tax has been made as the
Group did not have any assessable profit arising in Hong Kong in
both years ended 31 December 2011 and 2012.

The statutory tax rate of JalHEHE B PR 2 7] (Honglin Technology
Co., Ltd.*, "Honglin Technology”), a company established in
Taiwan, is 17% for both years ended 31 December 2011 and 2012.
No provision for Taiwan income tax has been made as Honglin
Technology did not have any taxable income for these years.

# The English name is for identification purpose only.

AAEBERBE—_FT——FM_FT—=
F+-_A=t—BULEMEFEEREN
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AR AR 2B ([ | - —ER
BEKINARRBEE-_T——FR=
E-—F+ - A=T-BLEMEFEEZ
EEBENT%EI o ARHRHE M
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13. INCOME TAX EXPENSES (continued) 13. FiBHMAX (@)
Except for the following companies which enjoyed reduced tax BATRATIRE——FK K _T——
rates during 2012 and/or 2011, the subsidiaries of the Company FEEMEBFEIN  RABRFBEKL 2
established in the PRC are subject to the PRC EIT of 25% in the BB A B HA LA TN 2] B8 4R [ 2B 32 25% 2 B
following years under review: RN B ATISH -

Name of the subsidiary
MEATERE

BTN EFER DB ([BEETF])
(Weihai Honglin Electronic Co., Ltd.#, “Weihai Electronic”) 15.0 15.0

EAAMEFERAB(THRETF])
(Changshu Honglin Electronic Co., Ltd.* “Changshu Electronic”) 12.5 12.5

BRUMERBTEBERAR([FREE])
(Changshu Honglin Wire & Cable Co. Ltd.* “Changshu Cable”) 15.0 12.5

BRGNS E R AR AR ([ B REERM )
(Changshu Honglin Connecting-Technology Co., Ltd.* “Changshu
Connecting-Technology”) 12.5 125

ENEAMEFERAG ([EINEFD)
(Dezhou Honglin Electronic Co., Ltd.* “Dezhou Electronic”) 15.0 12.5

REMAMEFERAR([EVESF])
(Wuhan Honglin Electronic Co., Ltd.* “Wuhan Electronic”) 25.0 12.0

BEETAMBRBERAR ([EERE )
(Chongging Honglin Technology Co., Ltd.* “Chongging Technology”) 15.0 25.0

# The English names are for identification purpose only. t o RXEFEHBS
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For the year ended 31 December 2012
E o E— A=+ —HIFFE

13. INCOME TAX EXPENSES (continued)
The tax expenses can be reconciled to the (loss) profit before tax

13. FIBHiMAX (&)
BB BRA 2 E KA E MR FAT (B

per the consolidated statement of comprehensive income as 1B)HEFSENT ¢
follows:
2012 2011
—E—_—F
RMB’'000 RMB'000
AR%T T ARBTT
(Loss) profit before tax MR (518 ) R A (58,184) 135,000
Tax at PRC EIT rate of 25% (Note (a)) 1225% 2 P EMERHER
T EMTIE (T @) (14,546) 33,750
Under (over) provision for EIT in respect of  BEFERFEFEH
prior years N2 (GEBER) #itE 689 (68)
Tax effect of expenses that are not LI S T AR A
deductible for tax purpose Riss & 19 24
Effect of tax exemption and concessionary — Z£= B #1824 % 2 B H 5 K &
rates for the Group ok (3,090) (16,794)
Effect of tax losses and temporary RERH BB R EE
difference not recognised -2 21,526 -
Reversal of tax losses previously recognised @7EER 7 51 7% 518 gy e [o) 4,379 -
Tax effect of concession deductions RT3 2 B BB R R R
relating to research and development M E
expenses (4,571) (1,272)
4,406 15,640
Notes: Bt

The PRC EIT rate of 25% for each of the two years ended 31 December 2011
and 2012 represent the statutory tax rate in the PRC as the Group’s
operations conducted substantially in the PRC throughout these years.

In accordance with the PRC tax circular (Guoshuihan [2008]112) effective from
1 January 2008, PRC withholding income tax at the rate of 10% is applicable
to dividends payable by the Company’s PRC operating subsidiaries based on
their profits generated from 1 January 2008 onwards to their “non-resident”
investors who do not have an establishment or place of business in the PRC.

As at 31 December 2012, the aggregate amount of temporary differences
associated with the undistributed earnings of the PRC subsidiaries of
approximately RMB306 million (2011: RMB287 million) for which deferred tax
liabilities have not been recognised. No liability has been recognised in
respect of these temporary differences because the Group is in a position to
control the timing of the reversal of the temporary differences and it is
probable that such differences will not reverse in the foreseeable future.

BE_T——FR-FT-_FF-A=1—
BIEMEFESFONTECEAEHRHER
25% @ RSB 2 E 4 E R B A HD R
)R EDREB R ©

AR BB 75 3 A0 (B 5% 6K [2008]1125%) » B
—EENF-A-BERER EFBEEAR
RUEERERIGHN [FER] RAEENR
E(HBARARTEEERBARZ-ZZN
F-A-BZRAFEMNAEEZN) AR
10% BB R G i B TEHIFRAS 3R ©

R-ZBE——F+-_fA=+—8 EFHRKB
RARRDIRBF W EREERECHEEE)
AN TR EEAENAARKEEEIT(Z
T——4F: AR¥287EET) AEELE
RZEEREZBERACAEE  EEAK
SEBRERMNZEREREOKRBIEE - B
ZEERRATAEN A RAR AL D o
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For the year ended 31 December 2012

#HE—

14.

15.

e SV ES N

DIVIDENDS

No dividend has been paid or proposed by the Company during
the year ended 31 December 2012 nor has any dividend been
proposed since the end of the reporting period (2011: Nil).

(LOSS) EARNINGS PER SHARE

The calculation of the basic loss per share for the year ended 31
December 2012 is based on the loss attributable to owners of the
Company for the year ended 31 December 2012 (2011 basic
earnings per share: profit attributable to owners of the Company)
and on the weighted average of 720,000,000 shares (2011:
720,000,000 shares) in issue during the year.

Diluted (loss) earnings per share is the same as basis (l0ss)
earnings per share as there were no potential dilutive shares in
existence during the year ended 31 December 2012 and 31
December 2011.

14.

15.

RE
REBE_T——F+-_A=+—H1LF
EA AARERNSIEZRNRE
B S HRBNERRNERMERE(ZF
——F ) o

Bk (ER)BF
BE-_T——H+-A=+—BILtEE
ZERERNBENFERENEARRIHE
BAHE-_Z——F#+-_A=+—8It
FERGER(ZE——FRELRET
RARVHEE AEM R » ARERAE
& B 17 % 15 720,000,000 % ( = &F — —
£ : 720,000,000 f%) B9 pn#E 1918 -

FhEE(BR) B RGRER(ER)
BAER ARBE_T—_—F+_H
=t BRk=F——%+=-A=t—H
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - BMERZRE

Equipment
Plant and Motor  and other Construction
Buildings  equipment vehicles facilities  in process Total
RER

BT RBERER nE Rt ERIR fazt
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTRE ARMTR ARRTR ARMTR ARRTR ARETR

The Group KEE
COST AR
Asat 1 January 2011 W=E——%—-f—H 148,463 215,936 8,725 48,345 125,212 546,681
Acquired on acquisition of KEH B RN

subsidiaries (Note 36) (PizE36) 20,759 20,041 1,158 3218 12 45,188
Additions i 1423 25,715 3954 6,026 170,349 207,467
Transfer L 77,832 20,198 = 5,501 (103571) =
Disposals HE (9.863) (12,550) (3,480) (1,739) - (27,632)
As at 31 December 2011 R=E——E+-A=1-A 238,614 269,340 10,357 61,391 192,002 771,704
Additions i 19 43,188 1,794 9.202 115,507 174,710
Transfer Y 164,620 45211 - 7,586 (217.417) -
Disposals HE = (28,192) (1,520) (21,466) (380) (51,558)
Reclassified as held for sale ENHBARELE

(Note 27) (PzE27) - (3,654) (675) (2,586) - (6915)
Disposal of a subsidiary (Note 37) HERB AT (HizE37) = (20,151) (591) (887) - (21,629
As at 31 December 2012 W-E——%+-A=1-H 403,253 310,742 9,365 53,240 89,712 866,312

ACCUMULATED DEPRECIATION ~ Bt ERAE
AND IMPAIRMENT

Asat 1 January 2011 W=E——%—-f—H 18,947 61914 3481 13,464 — 97,806
Provided for the year EREHE 7,363 17,761 1,883 9,805 = 36,812
Eliminated on disposals HERLHE (4,865) (9,226) (3,093) (1,128) - (18,312)
As at 31 December 2011 RZE——%+-RA=1-H 21,445 70,449 2,271 2141 - 116,306
Provided for the year FREE 10,885 24,827 2,130 9,757 - 47,599
Eliminated on disposals R K - (7.430) (748) (10,719) = (18.897)
Reclassified as held for sale ENHBABELE

(Note 27) (WzE27) = (300) (161) 371 = (832)
Disposal of a subsidiary (Note 37)  HERMBE A F (Fi:£37) - (10,105) (258) (283) - (10,646)
Impairment losses recognised in - BEARNEHEVRESE

profit or loss 9,580 10,498 155 42 - 20,275
As at 31 December 2012 RZE——%+-A=1+-H 41910 87,939 3,389 20,567 = 153,805
CARRYING VALUES REE
As at 31 December 2012 RZE-ZF+ZA=1-H 361,343 222,803 5,976 32673 89,712 712,507

As at 31 December 2011 RZE—%+-A=1-H 217,169 198,891 8,086 39,250 192,002 695,398
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT (continued) 16. Y% - BER B &)

The above items of property, plant and equipment, other than
construction in progress, after taking into account of their
estimated residual values and impairment, are depreciated on a
straight-line basis over the following estimated useful lives:

Buildings 20 to 35 years
Plant and equipment 10 years
Motor vehicles 5 years

Equipment and other facilities 2 t0 10 years
As at 31 December 2012, the Group has pledged its property,
plant and equipment with a carrying value of approximately
RMB325,736,000 (2011: RMB157,055,000) to secure for general
banking facilities granted to the subsidiaries of the Group.

The above buildings are situated in the PRC and held under
medium-term lease. The Group is in the process of obtaining the
relevant building ownership certificates with the carrying amount
of RMB8,583,000 as at 31 December 2012 (2011: RMB19,936,000).
The directors of the Company are of the view that the Group is
entitled to lawfully and validly occupy and use the above-
mentioned buildings without incurring significant costs. The
directors of the Company are also of the opinion that the
aforesaid matter will not have any significant impact on the
Group'’s financial position as at 31 December 2011 and 2012.

tamzE - BEERE(ERIERIN
Thi&aT R E BRI RISREBERRER - B
BORRAT At AT E B FHIIE

BF 20E 354
55 b 5t 10
T 54
BT 2Z 105

NR-T——F+_A=+—H  ~"EEFE
FHER E B 4 A R #325,736,000 T ( = Z
——4% : AR¥157,055,0007T) B3 -
BB K&l - MEAAREBWE A RER
—MERTTIEERER o

FBFMNFE - WARBRENEE -
REEIEFERERBIEFREEE K=
T——F+-_A=+—H BF2FKAME
BAREESS83,000T(ZE——F: AR
#19,936,00070) - A AR EERABAE
EEEAERARER FET - MR
SELSEARER - ARAIEZNRA L
EEBBETSEHAEER - —F K
—E-——Ft+ZA=+t—HBHIEIRR
B EREATE -
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For the year ended 31 December 2012
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17. PREPAID LEASE PAYMENTS 17. AHEE

2012 2011
—E——fF —E——F

RMB’'000 RMB'000
ARBTR ARBTRT

Analyzed for reporting purposes as: RO

— Non-current assets —JEmBEE 42,218 47,539

— Current assets — RBEE 923 1,014

43,141 48,553

The amounts represent land use rights in respect of lands situated ZECBENMNRFPE L AR EBHELEE
in the PRC and held under medium-term leases. Prepaid lease TR b R - RN SIREHRER
payments are released on a straight-line basis over the relevant - Hh {5 PR B ) AL A ER P B A o
terms of the land use rights certificate.
As at 31 December 2012, the Group has pledged its land use RZE——F+=-A=+—H  K~5EMRA
rights with a carrying value of approximately RMB43,141,000 RITHEIFEREEX A K H43,141,0007T(=
(2011: RMBS,460,000) to banks to secure for banking facilities T——4F : A\R¥8,460,0007T) 891
granted to the subsidiaries of the Group. Rt - MERAS BN B A RBERIRITE

EHHER
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18. INTANGIBLE ASSETS

18. BILEE

Customer  Technology
Software  Trademarks Licenses  relationships  knowhow Total
g ] BEE: ZFBf SEH @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000
AEETR AE%Tn ARETR ARETR AR%Tn ARETn
Cost R
As at 1 January 2011 R=E——F—-A—H 2,334 134 9,894 - - 12,362
Acquired on acquisition of KENBARMNE

subsidiaries (Note 36) (FiizE36) - - - 15,430 10470 25,900
Additions ME 0 - 3,880 - - 3910
As at 31 December 2011 RZE—%+-A=1-H 2,364 134 13774 15,430 10470 2172
Additions RE 290 - 2,926 - - 3216
Disposal of a subsidiary (Note 37)  HEMBAR (M 37) (15) - = = - (1)
Reclassified s held for sale ENMAEARELE (h3t27)

(Note 27) = = = (7,540) (6,180) (13.720)
As at 31 December 2012 RZE-——&+-f=1-H 2,639 134 16,700 7890 4,290 31,653
ACCUMULATED AMORTISATION Zit##iRAE

AND IMPAIRMENT
As at 1 January 2011 R=E——%—-f—H 919 3 1,738 = - 2690
Charge for the year FREH 120 13 1,197 1,674 1,047 4,051
As at 31 December 2011 RZE——&+-f=1-H 1,039 46 2935 1,674 1,047 6,741
Charge for the year ENEH 251 13 1480 1,805 1,047 459
Disposal of a subsidlary (Note 37)  HEMBAR (Hiz37) &) = = = - 6]
Reclassified as held for sale (Note 27) B3 18 AR e & (R 27) - = - (1,508) (1,236) (2,744)
Impairment losses recognised BRNERNHESE

inprofit or loss - - - 4,364 2,165 6,529
As at 31 December 2012 RZE-—%+-A=+-H 1,287 59 4,415 6,335 3023 15,119
Carrying Values REE
As at 31 December 2012 RZE-—%+-A=+-H 1,352 75 12,285 1,555 1267 16,534
As at 31 December 2011 R-E—F+-fA=t-H 1,325 88 10,839 13,756 9423 35,431
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18. INTANGIBLE ASSETS (continued) 18. B EE (@)
The above intangible assets have definite useful lives and are i EENREREEARRE - WA R
amortised on a straight-line basis over the following estimated AN EET R E B F IR E R A5 -
useful lives:
Software 5to 10 years Bt 5Z 10
Trademarks 5 years g 54
Licenses 510 10 years ol 5Z 104
Customer relationships 510 10 years EF@AR 5& 104
Technology knowhow 10 years EV =T 104
19. GOODWILL 19. HE

2012 2011
—E——F —ZE——%

RMB’000 RMB'000
ARBTRE ARETRT

COST R
Balance at beginning of year FY SRR 7,746 -
Additional amounts recognised from BIHAEE A TS A FHIERR B

business combinations in prior period rEIMNeEE (BI5E36)

(Note 36) = 7,746
Reclassified as held for sale (Note 27) B EARELE (WE27) (258) -
Balance at end of year FIREERR 7,488 7,746
ACCUMULATED IMPAIRMENT LOSSES R RESE
Balance at beginning of year FAEES - -
Impairment losses recognised in RIB R R EE 1A

the profit or losses (Note 20) (FfF5E20) 7,488 -
Balance at end of year FIREERR 7,488 -
CARRYING VALUES BRTEE

Balance at end of year FR AR = 7,746
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19.

20.

GOODWILL (continued)

The goodwill was arose from acquisitions of X2 H ¥ /5B & %
A IR A & (Tianjin Rituo Automotive Electronics Co., Ltd.#, “Rituo
Automotive”) and Huizhou Technology and has been allocated to
the automotive wiring harness and signal-transmission wire and
cable CGUs as to RMB1,823,000 and RMB5,923,000, respectively.
Details of these acquisitions are set out in note 36.

During the year, impairment of goodwill of RMB1,565,000 and
RMB5,923,000 was recognised for the automotive wiring harness
CGU and signal-transmission wire and cable CGU, respectively,
together with the property, plant and equipment and intangible
assets associated with these CGUs. Details of which have been
set out in note 20.

IMPAIRMENT TESTING ON GOODWILL AND
ASSOCIATED PROPERTY, PLANT AND
EQUIPMENT AND INTANGIBLE ASSETS

For the purposes of impairment testing on the Group’s goodwiill
and associated property, plant and equipment and intangible
assets (including customer relationships and technology
knowhow), those assets have been allocated to two individual
CGUs included in the automotive wiring harness CGU and signal
transmission wire and cable CGU, respectively. The carrying
amounts of these assets as at 31 December 2012 allocated to
these units are as follows:

19.

20.

[k 3€ )
ZEFERRBREAMAESRER
AT BISE) REMRETES -

BEAREAERAREH ERRED
SELER - £FEH BB ARE,823,000
7 R AR 59230007 © S UREE > %
I EIAHIEE36 o

FR - ERABRRREELEMRER
BRGRERTELEN BREZFRE
EEEMARBZYE BB R&ERER
BE  NHERBHERE cE/ARE
1,565,000 7T K& A R #5,923,0007¢ © &
FHBEMNIRE20 ©

HEHBRERBRYE  BERR
BEREFEE ZRERNR

REAEE Y BERARYE - S LR
BREEE(BEEPEREA R
EITREANEME  Z5EEESETW
EBURSEESE - THBMATER
RESELERREREESERSE
R REAER B —— =B
=t+-BARTRESM EEESR
T

2012
—E—_F

Signal

Automotive  transmission

Wiring wire and
harness cable
AERR  ERERRE

RMB’000 RMB'000
ARET T ARET T

Property, plant and equipment ME - BRE KRG 3,732 25,598

Intangible assets B EE

— Customer relationships —XFRIF 1,555 -

— Technology knowhow — BRI 1,267 -

Goodwill e _ -
6,554 25,598

# The English name is for identification purpose only.
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20. IMPAIRMENT TESTING ON GOODWILL AND

ASSOCIATED PROPERTY, PLANT AND
EQUIPMENT AND INTANGIBLE ASSETS
(Continued)

Automotive wiring harness CGU

During the year ended 31 December 2012, the Group recognised
impairment loss of RMB13,025,000 in relation to goodwill and
associated property, plant and equipment and intangible assets of
customer relationships and technology knowhow in the
automotive wiring harness CGU, as the recoverable amount of
this unit is less than the carrying amount of net assets. It incurred
impairment loss of RMB1,565,000 in relation to goodwill,
impairment loss of RMB6,634,000 in relation to property, plant and
equipment and impairment loss of RMB4,826,000 in relation to
intangible assets of customer relationships and technology
knowhow.

Signal transmission wire and cable CGU

During the year ended 31 December 2012, the Group recognised
impairment loss of RMB21,267,000 in relation to goodwill and
associated property, plant and equipment and intangible assets of
customer relationships and technology knowhow in the signal
transmission wire and cable CGU, as the recoverable amount of
this unit is less than the carrying amount of net assets. It incurred
impairment loss of RMB5,923,000 in relation to goodwill,
impairment loss of RMB13,641,000 in relation to property, plant
and equipment and impairment loss of RMB1,703,000 in relation
to intangible assets of customer relationships and technology
knowhow.

The recoverable amounts of the aforesaid CGUs are both
determined based on a value in use calculation which uses cash
flow projections based on financial budgets approved by the
directors of the Company covering a five-year period.

The discount rates are 17.0% and 16.0% per annum for
automotive wiring harness CGU and signal transmission wire and
cable CGU respectively. Other key assumptions for the cash flow
projections during the budget period include growth rate, gross
margins rate and raw materials price inflation throughout the
budget period that have been updated from last year to reflect
the current circumstances. The directors of the Company believe
that any reasonably possible change in the key assumptions on
which the recoverable amount is based would not cause the
carrying amount of the unit to exceed the aggregate recoverable
amount of the CGU.

Aok W5 9 0 Y i

For the year ended 31 December 2012
B2 —FT——F+-_A=1—HIFE

20. HEERMEBEYE  BERR

BEEHEELEE 2 BENR®)

FAEARBEESELEN

REBEE_ZE——F+_A=+—HBLHF
[E - RREFRReEELEMAHITKE S
HENELFEENRME ASEHZE
UHEEMEEYE - BE REEEER
BE(RFPARREAGRIN) - RRME
E518 A R# 13,025,000 7T © B2 RN 2
Z B KB A R 1,565,000 R Y
¥ BEAIXBIREBEARK
6,634,000 T R EREREE (BRFBER
BERINT) 2 REE B AREE4,826,0007T °

EREREERSELEN

REBEE_ZT——F+-_A=+—HIHF
£ AEHERARERSEESBMAAIIK
ESBEERNEFEEZRAE  ~NEER
ZEMHEENMBRYE - BRE &R AR
EVEE(RFBRERER RN @ #R
SEETE A R 21,267,0007T © BIEER
R 7 R EE R A R #5,923,0007T *
RIE BERZBEZREBEARE
13,641,000t M @R B EE(RFBEE
MEE M) 2 BEEEB AR 1,703,000

ﬁo

AR e EL B 2 KRB S8 RE
EREENEEL RARARERERE
E - MIBARESRETIARRBEEMIL
B AFRTHFARIEREAE -

MTERRBECEEEMREREHE
BROELEBEMNME  THREXHAEBF
17.0% % 16.0% - TEE HA A IR & it = 788
ZEMTERIBIERERRNZEEE
FHEREMEERBIRE  HYEBEF
RBEH - URBLERIEN - NARIEEE
& EFrE A REeE s EE/ERMTEE
ZEMEENREEE  BTIEBEBRESE
A B 7 BRTEERR HHE ] el 425 -
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For the year ended 31 December 2012
BE—F——Ff+ - HA=+—HIFE

20. IMPAIRMENT TESTING ON GOODWILL AND
ASSOCIATED PROPERTY, PLANT AND
EQUIPMENT AND INTANGIBLE ASSETS

(Continued)

The key assumptions used in the value in use calculations for the

CGUSs are as follows:

Growth rate

Expected gross

Cash flows beyond that five-year period
have been extrapolated using a steady 3%
per annum growth rate for both CGUS.

Average gross margins achieved in the

margin period immediately before the budget
period, adjusted for expected efficiency
improvements, increase of overhead cost
and direct labor cost for both CGUS.
21. DEFERRED TAXATION

The following are the Group’s major deferred tax assets (liabilities)
recognised and the movements thereon, during the year.

20.

21.

HEHEREBYE  BERR
HREFLEEZRENR @)

ReESBNZFEREEFEEMAZ
FEMREAT :
# R & FRER S EEEN
s BBz AT
BERETIATEI%
ZIBTRRETH
Ejﬁ °

TBEFEF=E HMERSEEEN
s B TaE HaE
BTS2 FHEF
K RBEHRERNE
FEE - NS R
LEERTE -

EEBLIR
AT ASEERFERNEBELEH AL
E(RfE) RIEBES -

Deferred tax assets Deferred tax liabilities
ETHEE ETHAR
Fair value
adjustments
on property,
plant and Fair value
Pre- equipmentand  adjustments
operating  Impairment intangible  on contingent
expenses  loss of assets Tax losses Others Total assets  consideration
g BE
REER
BREEZ RARED
EENFX BEWERE HEER ATEHE ATERE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBT T ARBT T ARBT T ARBT T ARBT T
(see note
below)
(R
Asat 1 January 2011 WZ2-—%-A-H 108 365 2219 2% 2716 - - -
Additions refating to the: BERBRANER

acquisition of Rituo Automotive  EMRIEIFE

and Huizhou Technology (Fizk3s)

(Note 3¢) = = = = = (10677) = (10677)
(Charge) creditto profitorloss  FABZ (H1B)FA (108) 4 2160 1 2,057 959 - 959
Asat 31 Decernber 2011 R=E—F+= =+ - 39 4379 % 4773 0,718) - 0.718)
(Charge) credit toprofitorloss KBS (HIB)EA - 405 (3442) 0 (3027) 5948 (3,292) 2,65
Reclassified as held for sale ENARERELE

(Note 27) (rzk2n) = @ = = @ = = =
As at 31 December 2012 RZF-—§+-A=1-H - m 937 3 1,744 (3,770 (3,292) (7,062)
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21. DEFERRED TAXATION (continued)

Note: As at 31 December 2012, the Group has unused tax losses amounting to
RMB99,672,000 (31 December 2011: RMB18,542,000) available for offset
against future profits. A deferred tax asset with an amount of RMB937,000 (31
December 2011: RMB4,379,000) in respect of tax losses has been recognised.
No deferred tax asset has been recognised in respect of tax losses with
RMB94,952,000 (31 December 2011: Nil) due to the unpredictability of future
profit streams, which will expire in the following years set below.

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

21. EEBIE @)

Hiet: RZBE——E+=-A=+—0 A&EHAH
REBERHEFOARBDARBEBEEAARE
99,672,000 (= E——F+=_A=+—H:
AR%18,542,0007T) - BB IEE B HERIE
EBIEEE ARBIZ7,0007T (=8 ——4
+=ZA=1+—H : AR¥4,379,0007T) ° #1&
M IEEEARK 94,952,000 ( =T ——4F
+ZA=+—H: ) EREEHBEE
R ACE R R B ATER - AR A T HIER Y

EERH -

Amount

£8

RMB’000

ARETT

Until 31 December 2013 BEE-ZT—=Ff+=-A=+—8 8,859

Until 31 December 2016 HE_Z—"F+-A=+—H 11,485

Until 31 December 2017 BEE-T—+tF+=-A=+—H 74,608

94,952
At the end of the reporting period, the Group has deductible temporary RBEBMR REBFAHNREREZEARYE
difference of RMB11,000,000 (31 December 2011: Nil). No deferred tax asset 11,000,000 (ZF——F+=-A=+—H : &) -
has been recognised in relation to such deductible temporary difference as it ERZE RS ERERELEHREEE AR/
is not probable that taxable profit will be available against which the N F] BE A FE AR B i A1 BT 4Rk AT 00 B By = R 5 A MR

deductible temporary differences can be utilised. §H o
=%,
22, BB - i FE A X

22. PREPAYMENTS FOR ACQUIRING LAND
As at 31 December 2012, the amounts represent prepayments
made to BB HRIRSEFEFEMRZE AR AR (Weihai Jinyuan
Mingye Property Development Co., Ltd. “Weihai Jinyuan”) and k&
BAERZEREREZEE (Linyi Economic and Technology
Development Zone Committee, “Linyi Committee”) amounting to
RMB41,751,000 and RMB34,500,000, respectively.

(@) Prepayment to Weihai Jinyuan
The amount is for acquiring a piece of land in Weihai, the
PRC, and constructing buildings thereon pursuant to the
Construction Cooperation Agreement dated 16 August 2012
between the Company'’s subsidiary, Weihai Electronic, and
Weihai Jinyuan.

N-—B——&F+-A=+—8 %Z%458
RE D B A F BOS 87 R 86 3 5 i 2= 5
BERAR([EERR]) KRS &EH
ReTEZee((REZET)WEN
o &R AR 41,751,000 T AR
34,500,000 7T,

(@) [EBHRENEMR
ZERERARBIEA R AKNE QA
BEEFREFHRREN _T——F
NATRBRIAZES i
WETBER ST Bt YHELT
i b SRR o
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For the year ended 31 December 2012
B2 —F——F 1 -_HA=1+—HIFE

22. PREPAYMENTS FOR ACQUIRING LAND
(Continued)

(a)

(b)

The prepayment to Weihai Jinyuan (Continued)
Further details are set out in the Company’s announcement
on 22 March 2013.

Weihai Jinyuan is a company established in the PRC with
limited liability held by Jb R iR /R 5% E EREZE B R A A
(Beijing Jinyuan Mingye Property Development Co., Ltd.,
“Beijing Jinyuan”), a company established in the PRC, and
Mr. Miao Junjie, independent third parties, (collectively the
“Vendors”), respectively, as to 90% and 10%.

Subsequent to the end of the reporting period, Weihai
Electronic, on 22 March 2013, entered into an agreement
with the Vendors, pursuant to which Weihai Electronic
agreed to acquire, in aggregate, the entire equity interest in
Weihai Jinyuan for an aggregate cash consideration of
RMB6,000,000 and Beijing Jinyuan will assign its rights of
shareholders’ loan to Weihai Electronic. Upon completion of
this acquisition, Weihai Jinyuan will become a wholly-owned
subsidiary of the Company and the Group will have 100%
interest in the prepaid lease payment in respect of the land
in Weihai. Further details of which are also set out in note
43(c).

Prepayment to Linyi Committee

The amount is for acquiring a piece of land in Linyi Economic
and Technology Development Zone adjacent to the
production plant of the Company’s subsidiary, Dezhou
Electronic, in Shandong province, the PRC (the “Adjacent
Land").

22. BB T FE R (&)

(@)

(b)

B EERRZSEARE)
EZABERNARRR-_ZT—=4F
—A=-+=-HHR -

g R RN BRI EREE
RNE - BRI ERIRERFE AR %
BRAR(THERERIR ] - 7 B AL
MAE)RERGERECBLFE=T7)
(BB TENTNRHE  EORKAN
[z 5> Bl 72 90% K2 10% °

BERRE  HBEFR_T—=
FZA-T-REBHIYURNE
B Bl BUBETREAH
W EUBSRIR 2 2 R0E - BH S
HRER/ AR 6,000,0007T - ML
RS EES A Z R ERZ R
TEBET - TRZBWER @ B
BHRFBKAERRNEENBER
A MAKESHEARE—ELH
ZFERNHEEH 100% 5% - FHAES
B IRERHIFEA3(C) °

BAFEZEEXNHEAMNKE
ZERERR W EE S B ILRE # T
ARBMBRBBMEFEERSE
MEEEERMMAER —ELib
([#sEt3p]) -
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22. PREPAYMENTS FOR ACQUIRING LAND
(Continued)
(b) The prepayment to Linyi Committee (Continued)

Pursuant to a previous agreement dated 23 February 2011
among Dezhou Electronic, Beijing Jinyuan and Linyi
Committee, Dezhou Electronic paid RMB25,000,000 and,
through Beijing Jinyuan, RMB13,500,000 to Linyi Committee
for another piece of land in 2011 (the “Original Land”).
Subsequently, as Dezhou Electronic considered to develop
the Adjacent Land and to discontinue the aforesaid
agreement for the Original Land, having discussed with Linyi
Committee, the prepayment for the Original Land as
included in the trade and other receivables of at 31
December 2011, should be refunded to Dezhou Electronic.
In 2012, RMB4,000,000 was refunded.

Based on the recent discussion with Linyi Committee, the
issue of the relevant certificates for the Adjacent Land is
processing and the prepayment from Dezhou Electronic can
be used to offset the consideration of the Adjacent Land. As
management decided to develop the Adjacent Land, the
prepayment of RMB34,500,000 as at 31 December 2012 is
reclassified as non-current assets.

23. INVENTORIES

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

22. W T FEN R ()

(b)

EEASEE =L ENE D)
REEMNET ERBRELKBRER
BN ——F_A=+=
Bilszzthad R-T——F - &t
E—igtim (Rt ])  EINEF
5 A B 25,000,000 7T & 4% 48 X
$8 R % < A R #13,500,000 7T T B
BEEE EEHNRENETFEE
FRES AR b A RAR IER 30 A
ATt CBEEERE SRR
% ZETHHBEMNRBA(EFTA
—T——F+"A=+—HNEH
Ko H At E U2 ZR I8 A R % 38,500,000
TH)ERETFEMNET R_F
—— % - AR#¥4,000,0007T2RE ©

BERIEKBESZESHER 5
A0 £ 4 HH B 5 BB E IE AR
o I EIMNE T AR TR R R
AR S4B TR (B - BRE
BEREERML L —F——
F+-A=+—HHBENRARE
34,500,000 T DB AIERBNEE ©

(=7

23. 7E

2012 2011

—B——fF —T——%

RMB’000 RMB’000

AR® T AREFIT

Raw materials and consumables R R R HFE 92,131 120,238
Work in progress =S 76,537 65,049
Finished goods BURK oh 158,649 134,231
327,317 319,518
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For the year ended 31 December 2012
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24. TRADE AND OTHER RECEIVABLES

24. ES R HAEWFRIE

2012 2011
—EB--F —E——F
RMB'000 RMB'000
AR%T ARETTT
Trade receivables B 5 WA (@) 725,715 888,812
Less: Allowances for doubtful debts & : REREE (2,834) (1,239)
722,881 887,573
Bills receivable FE U =% (b) 39,768 59,327
Advance to suppliers BT HIER (© 27,674 38,118
Prepayment for acquiring land W B 4 10 FB S =K
(Note 22(b)) (K3 22(b)) - 38,500
Value added tax (“"VAT") receivable  pEUIE(ERL ([12EF |) 20,977 8,608
Consideration receivable from HEHBAR 2 EIRKE
disposal of a subsidiary (Note 37) (Fft7%37) (d 8,730 -
Dividend receivable from a former AR B 2 7] & LR B
subsidiary @) 4,145 -
Receivable from disposal of property, HEWE - BE N &
plant and equipment Y FE Y SRIE 25,653 -
Deposits in margin accounts for ROTETEBRFSRP
derivatives L& (0) 12,579 7,588
Deposits and prepayments & RIBFFRIE 6,048 9,862
Advances to staff BRFET 1,401 2,812
Advances to non-controlling BRTF—RHNEBARZ
shareholders of a subsidiary IR AR AR R © = 1,902
Other receivables Hoh e Y SR IE (h) 35,000 6,977
904,856 1,061,267
Notes: HieE -
(@)  Trade receivables (a) EZEWE

The Group’s trade receivables at the end of each reporting period comprise
amounts receivable from the sales of goods.

No interest is charged on the trade receivables.

Before accepting any new customer, the Group gathers and assesses the
credit information of the potential customer in considering the customer’s
quality and determining the credit limits for that customer.

The Group generally allows a credit period ranging from 60 days to 180 days
to its trade customers. Also, for certain major customers with good credit,
upon maturity of the initial credit period, the Group accepts bank bills
arranged by these customers which has the effect of extending the credit
term further for up from 60 days to 180 days.

AEBREREDRNE 5 ERHKARIEH
BB EETOR

BHRYGRATE S

FEEMEMFELA - AEESKE R
BERPHEEEHN UZBREFNEEER
EREERRFNEERE -

AEE-RETEZEFPNFOHE80H
MEER - Ut RABREFEENETE
BERPmE RS EEHIHE - AEE
BRNERFZHNRTRER  UBHKEER
IR 60 B —FERE180H °
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24. TRADE AND OTHER RECEIVABLES (continued)

Notes: (Continued)

(@

Trade receivables (Continued)

The aged analysis of the Group’s trade receivables (net of allowances for
doubtful debts) presented based on the invoice date as at the end of the
reporting period are as follows:

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

24. ES REMEWFIE &)

Hiat : (&)

(a) ESEWEE(EZ)
RIEHR AEERBEEZAH2IHE
SEWFIE (BB RERE) RN
T

2012

—E——F
RMB’'000 RMB’000
ARET T ARBT T
Within 3 months =EAR 576,583 724,709
Over 3 months but within 6 months =ERA=E/ER 142,212 154,175
Over 6 months but within 1 year NMERE—F 2,200 8,689
Over 1 year but within 2 years —FEMF 1,886 -
722,881 887,573

Aging of the Group's trade receivables which are past due but not impaired
are as follows:

AEEBHERRENDE 5 E KRB KRR
I

2012 2011

—B——f —T——fF

RMB’'000 RMB’000

AR®TR ARETT

Within 3 months =@AAR 16,103 12,301
Over 3 months but within 6 months =ERA=ENER 4,265 39,103
Over 6 months but within 1 year NMEAE—F 647 6,564
Over 1 year but within 2 years —FEMF 1,886 -
22,901 57,968

Movements of the Group's allowances for doubtful debts during the two
years are as follows:

REERZM EFEOREREZEBIOT

2012 2011

—E——F —T——F

RMB’'000 RMB’000

AR¥T T AR¥TIT

As at 1 January Rn—A—H 1,239 1,308
Allowances for doubtful debts R 1,817 16
Amount written off B RIE (222) (85)
As at 31 December W+—A=+—8H 2,834 1,239

Other than the above allowances for doubtful debts, the Group did not
provide any allowance on the remaining past due receivables as, in the
opinion of the directors of the Company, there has not been a significant
change in credit quality and the amounts are still considered recoverable
based on the historical experience. The Group does not hold any collateral
over these balances.

B B REREESN - EARREZRAREE
BRABEANE  BERNBAELSRZST S
BNE AR AR E - AR B S 5E 88 TS B
FERCRIERTHR (B - AERE Y \MAZF
BT A EEAR S o
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24. TRADE AND OTHER RECEIVABLES (continued) 24. ESREMEWFIE &)

Notes: (Continued) Htat - ()

(@

(b)

Trade receivables (Continued)

Furthermore, in the opinion of the directors of the Company, there has not
been a significant change in credit quality of the Group's trade receivables
which are neither past due nor impaired and the amounts are still considered
recoverable based on the historical experience.

The Group's trade receivables denominated in currencies other than RMB,
the functional currency of the relevant group companies, was as follows:

(@ EZEWREGE)

AN ARBEERR - AREIEBHIT
ERENESERBHENEEERTEER
B AREEELRAMESF|MRAATR

@ o

FEBAEBEB R R EE S ARE AN
BERFHENE S UGRAENT

2012 2011
—E——F —T——F
RMB'000 RMB’000
AR%TT ARKTT
currency: B
usb o 386,282 240,217

At 31 December 2012, trade receivables amounting to approximately
RMB58,502,000 (2011: RMB104,178,000) have been pledged to banks as the
security in respect of the Group'’s bank borrowings.

Bills receivable
The Group's bills receivable at the end of the reporting period is analysed as
follows:

R-ZE——F+-_A=+—H HARK
58,502000C( — & — — fF: A R ¥
104,178,000 7T) €9 & 5 FE W 5/ IH B 3R T 4R 1T

TERARBRITEENRER -

(b) ERERE

RIEHR - REEZ EREEATOT :

2012 2011
—E——F —T——F

RMB’000 RMB'000

ARET T ARET T

Bills on hand FHEER 23,923 54,231
Bills discounted to banks (Note 30) M ER1TRAIR MR (P 3 30) 15,845 5,096
39,768 59,327

The aged analysis of the Group's bills receivable presented based on the
received date as at the end of the reporting period are as follows:

RNBERR - ARERKREH256E R
BRSO :

2012 2011

—g——F —T——F

RMB’'000 RMB’000

ARET T ARETT

Within 3 months =EAR 19,608 27,267
Over 3 months but within 6 months =ER=E~EAR 20,160 32,060
39,768 59,327
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24. TRADE AND OTHER RECEIVABLES (continued)

Notes: (Continued)

(c)

(d)

(e)

(f)

®

(h)

Advance to suppliers
The Group’s advance to suppliers represents deposits for purchase of raw
materials.

Consideration receivable from disposal of a subsidiary
The amount is unsecured, interest-free and is repayable on demand.

Dividend receivable from a former subsidiary
The amount is unsecured, interest-free and is repayable on demand.

Deposits in margin accounts for derivatives
As at 31 December 2012, the amount is in the margin accounts for
commodity derivative contracts.

Advances to non-controlling shareholders of subsidiaries
The amounts were unsecured, interest-free and were fully settled in the year
2012.

Other receivables

Included in the other receivables as at 31 December 2012 are advances to
BB RS EETIZHMRA A (Weihai Darong Construction Engineering Co.,
Ltd*, “Weihai Darong”) of RMB15,183,000 (2011: Nil) and BREMEFEFHR A
7] (Dongguan U&T Electronic Co., Ltd#, “Dongguan U&T") of RMB15,080,000
(2011: RMB3,000,000).

Weihai Darong had been the Group'’s constructor for certain production plant
and the Group’s advance to Weihai Darong is unsecured, bears interest at 8%
per annum and is repayable in 31 October 2013.

The Group plans to cooperate with Dongguan U&T for products development.
The advance to Dongguan U&T is unsecured, interest-free and is repayable in
the year 2013.

The Group did not provide any allowance on the other receivables as, in the
opinion of the directors of the Company, there has not been a significant

change in credit quality and the amounts are still considered recoverable.

# The English names are for identification purpose only.

25. PLEDGED BANK DEPOSITS

Pledged bank deposits

EHEMRITER

Ak S A W ik

For the year ended 31 December 2012
HE—T——F+-_A=+—HIFE

24. ES R EMEWRIE @)

st -

(c)

(d)

(e)

(8

(h)

(&)

BT HEE

REEG T HARE R M 2 IR R AR
%o

A EENED R KA E
SERREER 28 RARERER

3 E ATH R 2 R A R B
SEAEER S8 RAREREER

TEIARIERFENRS
RZZT——F+=-—A=+—8 " Z3BERE
EITER N ZRBEIRE ©

120 S 2 R 3F R AR AR SRR (L B K
FZEFRERF RERAR-T——F
NEHEE -

H fth FE KR
—E—F+Z A=+ BWNEMEKRR
@%khﬁm?@@ﬁ%@%lkﬁ@@j

(TEERER]) » £FBAREE15,183,0007T(=
T——F: 8 UARTFTREREEFARA

RI([REMAE]) - %A AR 15,080,000 7T
—ZT——%: AR¥3,000,0007T) °

BUBRERAREE TEEREWRER -
78 S5 BB F BB XM B R R AR -
BENKRT LS AR-_F—=F1A
=+—HEZ-

AEEFERERTRERTMEEE R
HIRERENBRREBEER 2ERER
T =FEHE-

AARREERREEEEREERRE
BZESRNERFIYE - AR E B I &5
Hotth AR AT B

tEXEEERES

25. EERRITERK

2012
—E—_F

2011
—T——%F
RMB'000
AREFTT

RMB’000
ARMBT T

24,180 49,574

As at 31 December 2012, the Group's pledged bank deposits carry
fixed interest rates ranging from 1.2% to 3.5% (2011: 1.2% t0 3.5%)
per annum.

R-F——H+-A=1+—8 2%EC

ERRITERNEEFF XN
3.5%

F12% %

—E—F12%E35%)
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25. PLEDGED BANK DEPOSITS (continued)
As at the end of the reporting period, the Group’s pledged bank
deposits have been pledged to secure for the Group's short-term
bank borrowings, bills payable and letters of credit as following:

Pledged bank deposits for

25. BIEHBRITERE)
HEREERR - B IIREA E B RIT e
B ENERREREEROAEEDIE
BBTERMOT

2012
—E——F

RMB'000
ARBTR

AN BIRHEERBRITEK -

2011
—EF——F
RMB'000
AREFIT

— Short-term bank borrowings — RHRITEE 600 25,800
— Bills payable — ERER 8,187 7,403
— Letters of credit — EFE 15,393 16,371

24,180 49,574

The pledged bank deposits will be released upon the settlement
of relevant bank borrowings, bill payable and letter of credit.

The Group's pledged bank deposits denominated in currencies
other than functional currency of the relevant group companies,
RMB, was as follows:

Currency:

B
—UsD T

— X7

BEERRTERENENERRITEER

PRI R (= R RE R AR RS -

AEBENEBEEARNEEEAR
BB ENDERRITERD

T

2012
—E—_—F

RMB’000
ARET T

3,554

2011
—F——F
RMB'000
AREFIT

1,556

26. BANK BALANCES AND CASH
The Group’s bank balances and cash comprise cash and short-
term bank deposits with an original maturity of three months or
less.

As at 31 December 2012, the bank balances carry market interest
rates ranging from 0.05% to 0.385% (2011: from 0.36 % to 0.5%)
per annum.

26. RITHEBREE

AEBEMRITERIRSBEREW
HA=EAxXIR=EANRE KEH
RITERK

R-F-——HF+-A=+—R  RITLEH
HO T 355 4F A 3 77 F 0.05% = 0.385% (= F
——% : 036% £ 0.5%) °
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26. BANK BALANCES AND CASH (continued) 26. SRITHBRRBEE ®)
The Group's bank balances and cash denominated in currencies AEBURBEERARIEEBE ARE
other than functional currency of the relevant group companies LAONEMEEHERIRITEBR KB ST ¢

were as follows:

2012 2011
—F--F %

RMB'000 RMB’000
AR®TRT ARBTE

currency: ¥
— USD —ZEL 33,396 24,012
— HKD — & 124 115

33,520 24,127

27. ASSETS AND LIABILITIES ASSOCIATED WITH 27. BB AR ESEEEEBAN
ASSETS CLASSIFIED AS HELD FOR SALE EEREE

2012 201
—g-=F¢ -T—F&

RMB’000 RMB'000
ARBTR ARETRT

Assets of Rituo Automotive classified BAENEE  »BEARBEFE
as held for sale 119,229 -
Contingent Consideration (Note 34(a)) ARRE (MTRE36(a))
classified as held for sale PHEAEREFE 18,395 =
137,624 —
Liabilities associated with HEFFEEEABENAE

assets held for sale 69,613 -
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27. ASSETS AND LIABILITIES ASSOCIATED WITH 27 B9 EAEEESESESEW

ASSETS CLASSIFIED AS HELD FOR SALE
(Continued)

On 20 November 2012, Weihai Electronic entered
into an equity transfer agreement with £ % (Mr. Wang Xiang),
who was the non-controlling shareholder of Rituo Automotive. On
7 January 2013, Weihai Electronic entered a supplement
agreement with Mr. Wang Xiang, E f& B (Mr. Wang Weiguo), a
non-controlling shareholder of Rituo Automotive, and Rituo
Automotive. The aforesaid agreements hereinafter collectively
referred to as the “"Agreements”. According to the Agreements,
Weihai Electronic disposes of its 55% equity interest in Rituo
Automotive to Mr. Wang Xiang for a total consideration of
RMB58,600,000 (the “Rituo Automotive Disposal”).

On 20 November 2012, Weihai Electronic entered into an
acquisition agreement with Rituo Automotive to purchase 100%
equity interest of XK= B ¥ = £k A R 2 Bl (Tianjin Rituo High
Technology Co., Ltd. “Rituo Technology”) at a consideration of
RMB15,000,000 (the “Rituo Technology Acquisition”). Rituo
Technology is a wholly-owned subsidiary of Rituo Automotive and
these companies are collectively referred to as the “Tianjin Rituo
Group”. The Rituo Technology Acquisition is subject to the
completion of the Rituo Automotive Disposal.

On 12 January 2013 the shareholders of the Company approved
the Rituo Automotive Disposal and Rituo Technology Acquisition
as disclosed above and in note 43(b).

As the consideration of Rituo Automotive expected to exceed that
the net carrying amount of the relevant assets and liabilities
attributable to the Group in the disposal and the Contingent
Consideration (as defined in note 36(a)), accordingly, no
impairment loss has been recognised.

EEREEBE®

RZEBE——FE+—HA=-+H BEEFH
FRCEFT L REE RS - THEER
B TER IR - R —=F—
A+tH  BUBETHETHELE - BIRE
IR AR R EE R A AR B ITER]
ST o EARERE T XA [ %
Lzl BREZEHE  BEETHE
FiEBmBEHRRBERSS%ELS T LT
4 BR{E A AR 58,600,000 7T ([ B
AEEE]) °

N-—E——F+—A=-+H BEEFH
BiRREI B - W REM B
SREARAT([BEERE]) #100%
fHE - KB A A RE 15,000,000 7T ([ B
SRk - Bk ARRTIEN
2EMBRAR MZEARGKBA X2
BinEE |- AeR kB EFBRS
BEBTREFETRK

R-ZE—=F—HF+=-H  ANQRIMKEI
EERABERE R BRSRRWE @ 515
R X R BT 43(h) # FE -

HRERAENREFRNHAEBREER
SRARBRIGEZARBEERABUAR
FARE (EE R 36) WEREFE - &
it - B AR E RS
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27. ASSETS AND LIABILITIES ASSOCIATED WITH
ASSETS CLASSIFIED AS HELD FOR SALE

(Continued)

The assets and liabilities attribute to Rituo Automotive has been
reclassified as assets and liabilities held for sale and are
separately presented in the consolidated statement of financial

position.

Details of assets of Rituo Automotive classified as held for sale as

at 31 December 2012 were as follows:

Ak S A W ik

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE

27. B BAREGEEEGHN
EEREEBE®

BREAAENEERABRCEN IR
BRARBEEENAE URRERAMT
ARRRBILEF

R-B——F+-RA=+—H ¥R
FRENRIMIENEEFBOT ¢

RMB'000
ARETR

Property, plant and equipment VI~ B R 6,083
Intangible assets mAE 10,976
Goodwill [EES 258
Deferred tax assets RETIBEE 2
Inventories rE 77,742
Trade and other receivables B 5 K H A E U RIR 15,333
Bank balances and cash RITHEBR IR 8,835
Assets of Rituo Automotive classified as held for sale  BIFEEREE @ DEARBESE 119,229

Details of liabilities directly associated with Rituo Automotive
classified as held for sale as at 31 December 2012 were as

follows:

N-ZT——F+-_H=+—H B&HEH
HABEREEMEABIERENERERN

Trade and other payables
Income tax liabilities
Bank borrowings

T :
RMB’000
AREF 7
B RA MR 55,802
FriSBIA A 111
RITEE 13,700

Liabilities associated with Rituo Automotive
classified as held for sale

HARHTEREMOERRERENRE
69,613
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28. TRADE AND OTHER PAYABLES 28. EZREMENFIE

2012 2011
—E——F —E——%F

RMB’'000 RMB'000
AR®TR AR®TRT

Trade payables B SN FOR (a) 328,553 406,318
Bills payable A2 (b) 48,442 55,691
Receipts in advance from customers FBU & =208 (© 406 4,781
Other tax payables HAb R K 582 4,457
Payables for acquisition of property, — UWEE% - = KR
plant and equipment e~ 30 IE 5,152 19,990
Payrolls and staff cost payables ENTE KBTI 21,376 15,909
Advances from non-controlling LByEPNEIE S e s
shareholders of a subsidiary A% B B (d) = 5,737
Accrued expenses EstF 17,640 9,127
Other payables Hfh e xIa 2,930 2,337
425,081 524,347
Notes: Miat -
(@)  Trade payables (@) EZEMRE
The Group's trade payables principally comprise amounts outstanding for AEENEZRNRELTERRE S HREN
trade purchases. Payment terms with suppliers are mainly on credit within 90 REERE - AEREFNIFGREZRE
days from the time when the goods are received from suppliers. BN EEHAEHEERKRE DB
90BMA -
The aged analysis of the Group’s trade payables presented based on the RBERAR AEBEREZAHAZINES
invoice date as at the end of the reporting period are as follows: ERRIER R ST T
2012 2011
- —E——F
RMB’'000 RMB’000
AR%TT ARBFT
Within 3 months =EAA 224,608 380,999
Over 3 months but within 1 year =ERZE—%F 97,063 23,782
Over 1 year but within 2 years —FEMF 6,504 1,528
Over 2 years HBIA M 378 9

328,553 406,318
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For the year ended 31 December 2012

E o E— A=+ —HIFFE

28. TRADE AND OTHER PAYABLES (continued)

The Group's trade payables denominated in currencies other than functional
currency of the relevant group companies were as follows:

28. ES R EMENSRIE @)

Notes: (Continued) Htat - ()
(@)  Trade payables (Continued) (a) EZEMREGE)
AL EAARBEEE R R AEE A REE AN
EBHENE SREMFENT ¢

2012 2011
—E——fF —T——F
RMB’000 RMB'000
AE¥T T ARBFT
currency: g
— USD — X%t 84,187 66,695
(b)  Bills payable (b) EARE

The aged analysis of the Group’s bills payable presented based on the issue
date as at the end of the reporting period are as follows:

RERRAMAT

RB|ERR - ARBRETAH2I RN

2012 2011
—E——F —E——F
RMB’'000 RMB’000
AR®TR ARETT
Within 3 months =EARN 23,891 15,504
Over 3 months but within 6 months =ERA=EEA 24,551 40,187
48,442 55,691
(c) Receipts in advance from customers © EL&F A A P
The Group's receipts in advance from customers represent deposits for Z’S%E@iﬂygﬁmkhmgﬁﬁﬁgﬁw o
supply of goods to customers. PR ©
(d)  Advances from non-controlling shareholders of a subsidiary @ —BHE AR RRBRRHGBR

The amounts were unsecured, interest-free and were fully settled during the
year ended 31 December 2012.

FZERBETELR  RERERBE_T——
FH-A=t—BHLFERNZHEE -
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For the year ended 31 December 2012
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29. OTHER FINANCIAL ASSETS AND LIABILITIES 29. EthEemEEREE

2012 2011
—E-——F —E——%F
Notes RMB’000 RMB'000
Bt aE AR%ET T ARETIT
Other financial assets HivemEE
— Contingent Consideration — ARE
(Note 36(a)) (FF7E36(a)) = 5,229
— Commodity derivative contracts  — BmITAES 4 (@) 156 -
156 5,229
Other financial liabilities Hithemasd
— Foreign currency exchange — INEE A
contracts (b) - 368
— Commodity derivative contracts ~ — B RFTHEE L @) - 1
— Cancellable foreign currency — A REH NS SR HR PR HR 5 49
forward swaps contract (€) - 5,942
- 6,311
Notes: Hite -
(@ commodity derivative contracts (@) BRITESH

The Group uses commodity derivative contracts (standard copper futures
contracts in London Metal Exchange) to manage its exposure against copper
price fluctuations. This arrangement is designated to address significant
fluctuations in the price of copper concentrate and copper related products
which move in line with the price of copper. However, this arrangement is
not considered as an effective hedge and is not accounted for under hedge
accounting according to the Group'’s accounting policies.

Details of the contract value and the related terms are summarised as
follows:

AEBERERTEAN (RBEEBRZME
ESRMENE S 4)) DAE 22 [ 3R (8K B M 1 0 0 /2
B o Wb HE R R IR B 2 R (B R B M T Ak S
ARSI IR EREREARD LR
B o AT RIBAKEAEFECK - R
ERAERE T AT RIBE P EFEEA
B o

BHEERAABIESFBRERAT -

Commodity derivative sale contracts (net settled): EmITEHEEA L (BFHFE) «

— Volume (tons) — = (Wg) 115 5
— Executed contract value (RMB'000) — BEHITHERNEE(ARETT) 6,655 277
— Fair value of derivative financial assets (RMB'000) — $T4 & REEAFE(ARETIT) 156 @)

April 2013 May 2012

Contract maturity date AHEIEA

—E-=FmA —ZT——4FhHA
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29. OTHER FINANCIAL ASSETS AND LIABILITIES
(Continued)

Notes: (Continued)

(b) Foreign currency exchange contracts
As at 31 December 2011, the Group had the following foreign exchange
forward contracts with certain commercial banks in the PRC to mitigate its
foreign currency exposure:

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

29. HhemEEREE &)

HfeE - (%)

(b) SEEK
RZZE——F+ZA=+—8 £KEH#EE
HETHERERITEZIOUATINES LA
AR RSN LR

Maturity

Exchange rates

Notional amount

As at 31 December 2011

Sell RMB15,942,000

(c) Cancellable foreign currency forward swaps contract

During the year of 2011, the Group entered into a cancellable foreign
currency forwards swaps contract (the “Swaps Contracts”), with a bank (the
“Bank”) for a national amount of USD10,000,000, that the Group should pay to
the Bank forward exchange of an amount receivable from the Bank in USD
equivalent to RMB64.05 million translated at the spot rate published by
Reuters on monthly basis throughout to October 2013. The contract will be
settled in net amount.

Pursuant to the Swaps Contract, both of the Group and the Bank have the
cancellation options as following:

i. The Group is eligible to terminate the Swaps Contracts at the 20th day
of January, April, July and October each year from January 2012 to
September 2013 for the total loss of the entire Swaps Contracts not
more than USD15,000,000.

ii. The Bank is eligible to terminate the Swaps Contract at the 20th day
of each month of each year commencing 20 October 2012 at
discretion at nil cost.

iii. On 20 November 2012, the Swaps Contract has been cancelled by the
Bank.

& AR ¥ 15,942,000 7T

A Ex

R=FB——%+=A=t+—~H

11 January 2012 US$1:RMB6.4730
—E——F 1ETTH,
—A+—8 ANE#6.47307TC

(0 AREIMEEREHRSN

R-F——4  AREE—FERT(ZRTL
#£10,000,000 3£ 7T #) (i B S FERT S AT HUSH MK
ZHEHAO(ERADOD) Bt A5E
AT R PAR TR RTT XA 5% R 1T FEURAR 3B
BB AR HEREENRARB 64058
BILHNEFIR E2—F—=F 1T ARL-
ZE RGP RER -

BEEHEL  AEERZBITHEREE
BN ¢

rEBE#A-T——_F—AZE=F
—=FNAHHEFEFN—A mA
tARTAE-+HKRIEBHEL -
MENEPENNEREETSFER
15,000,000 37T °

ii. ZRTERE-T—=—F+A=+H
HAEEBENEAE-_TERBREE
BRIERHEIE A

. R=ZT—=F+—A=+H" =H#H4
KB AR ERITHUH ©
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30. BANK BORROWINGS 30. $RITEX

2012 2011
—E——F —E——%F

RMB’000 RMB'000
ARBTR ARBTRT

Bank borrowings, due within one year: RITEE(—FREIE) :
— Secured (Note) — B ERGAEE) 668,869 317,316
— Unsecured — RER 131,285 336,155
800,154 653,471
The exposure of bank borrowings: RITEERR
— Fixed rates borrowings — EEMEEE 365,271 204,698
— Variable rates borrowings — FEAEEE 434,883 448,773
800,154 653,471
Note: Included in the secured bank borrowings are advance from banks for Mt - BERRTERBERIMERER €8
discounted bills amounting to RMB15,845,000 (2011: RMB5,096,000). (See RHARM15845000T(=ZF——F : AR
note 24(b) and note 39). 5,096,0007T) * TR ¢z 23K (R E 24(0) &
MiEE39)
The Group's bank borrowings denominated in currencies other PARBRE R R AR B ARB NS
than RMB, the functional currency of the relevant group WEHERARBERITESAT

companies, were as follows:

2012 2011
—E—_—F —T——%F

RMB’000 RMB'000
AR®TR AR®TRT

currency: gk
usD ETT 191,153 185,293




Annual Report 2012 ¢ ==& — — 43R

Notes to the Consolidated Financial Statements

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

30. BANK BORROWINGS (continued) 30. SRITER &)
The range of effective interest rates (which are also equal to AEBRITERNERFNR(FFEREL
contracted interest rates) of the Group’s bank borrowings are as FMZE)SEEWT :
follows:

2012 2011
—F--F %

% per annum % per annum
FRE% FRIE%

Effective interest rates: o ES
Fixed rates borrowings EEFEEE 0.25-7.54 2.50-11.60
Variable rates borrowings FEANEREE 1.51-7.22 2.50-8.20
31. SHARE CAPITAL 31. BA&
Number of
shares Share capital
iidvip gE| R
US$'000
FEx
Ordinary shares TR
Authorised JEE
As at 1 January 2011, 31 December 2011 R=—E—F—H—H-
and 2012 (USD0.02 each) —E—FERZE—_F
+-—A=+—H
(Fp%0.02%7T) 2,500,000,000 50,000

Number of
shares Share capital

RDEE &N
US$'000 RMB'000

FEXT AR®TR

Issued and fully paid BEITRAR
As at 1 January 2011, 31 December RZ-ZT——F—HF—H
2011 and 2012 (USD0.02 each) —T—FK
—E—_fF
+=—A=+—8H
(FM0.023%T) 720,000,000 14,400 97,401

All of the ordinary shares rank pari passu in all respects. B E@ERAES T EZE RS -
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32. EMPLOYEE SHARE SCHEME 32. EER#HETE

On 30 September 2008, an employees’ share scheme (the
“Employee Share Scheme”) was adopted by the Company.
Pursuant to the Employee Share Scheme, on 8 October 2008,
Chenlin International Joint Stock Company Limited (a company
owned by Mr. Chi) transferred a total of 6,280,000 ordinary shares
of the Company (the “Employee Shares”) to Hongxin Joint Stock
Company Limited in respect of certain directors of the Company
and employees (the “Employee Shareholders”) in recognition of
their contributions to the growth of the Group at a consideration
of RMB6.37 each, of which RMB2.37 each was paid for by each of
the Employee Shareholders with their own funds and RMB4.00
each was paid for by Weihai Electronic and E/&m Bl E 42 B 45
AR AR (Weihai Honglin Wire & Cable Co., Ltd*, “Weihai Cable”)
respectively, as bonus and subsidy to Employee Shareholders.

Hongxin Joint Stock Company Limited holds the Employee Shares
in trust for the Employee Shareholders pursuant to a trust deed
dated 28 May 2010 (the “Trust Deed”).

The Employee Share Scheme and Trust Deed imposed certain
restrictions on the Employee Shares and the details are
summarised in the paragraphs headed “Employee Shares” under
section Ill “Further Information about Directors, Management and
Staff” in Appendix VI “Statutory and General Information” to the
prospectus of the Company dated 3 November 2010.

# The English name is for identification purpose only.

RZZEZNFNA=+H  ARAEMNE
BB (TBERNE ) - RIZE
BEMatE R=TFNF+ANB B
MERRNARRE (—FHBLEEER
MARDRMARBETEERES ([EE
ARER 1)) 1 485t 6,280,000 R AR A &) @ A%
(BREEROKDURESRARE6IT
BETAERNABRARF - ERRFLHA
SERROER  SEREBRRETINE
AR 2377 - MAIERARE 400
O RABBEFREBMIANRERE
BERLAR(EBER]) XN ERE
B IRRAIEAL Ko 7B R -

RE-_Z-ZFTFAA-_TN\ANEFTR
H(TEERD]D - hBERNHDERAF A
SRTAREERRFEBRERD -

EERMOAEMEEROHEERNE
ETRS - FEHARARREHRS—F
—ZFE+ - AZANAKRERMEN DA
ER—REH | E=ERES &2
ERBIMHEMEMIEERND] —&K-

*ORX R RS
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32. EMPLOYEE SHARE SCHEME (continued)
Details of the movements of the Employee Shares awarded and
the outstanding balances at the end of the reporting period are as
follows:

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

32. EERKBFE )

REIEHR - ERBIEBRD MREES
PRIV BRSO ¢

Numbers of outstanding
Employee Shares balances
KREBREERDEHREE

Directors  Employees

As at 1 January 2011

R=F——F—A-A

B &S

3,543,791 33,247,131

Transfer (Note) R (PRE) (1,026,889) 1,026,889
As at 31 December 2011 R-_ZBE——F+=_A=+—H 2,516,902 34,274,020
Transfer (Note) s (P aE) (1,486,471) 1,486,471
As at 31 December 2012 R-E——F+—-_A=+—H 1,030,431 35,760,491

Note: During the year ended 31 December 2012, one director (2011: one) resigned
from directorship remains as an employee of the Group.

The estimated fair value of the Employee Shares at the date of
grant was approximately RMB42,187,000, or approximately
RMB6.72 each. The payment of RMB4.00 each (RMB25,120,000 in
total) made by Weihai Electronic and Weihai Cable as bonus and
subsidy to Employees Shareholders has been charged to “share
awards reserve” in equity during the year ended 31 December
2008.

The difference between the fair value of RMB6.72 each and
RMB2.37 each which was paid for by each of the Employee
Shareholders, amounting to approximately RMB27,303,000, would
be charged to the consolidated statement of comprehensive
income on a straight-line basis over the service periods of the
service contracts for those Employees Shareholders from October
2008 to September 2013.

K : RBE-—T——F+-A=+—BIFE"
—H(CE——F: —Z)EHEEFBBN
BERAEEES -

BREBRMABHBHNEAAFEN S
AR 42187,0007C * sk BIEL A AR
6.727C ° BB EF REGEERIESRE
TR ARBKAIOIT(BEET ARE
25,120,000 ) fEBIEA R E R B E
—EENF+_A=t+—"HIIFEB#E
= [R&fn BB EE | RHkk -

NFEFRARKCT2TEAREER
RXNHERARK2I7 T2 EZROR
AR#27,3030007T - #§HH-FTN\F+
AE-Z-—=FNAEZSEERED
RBEVRGEHEUNERE SRS EZE
Yegs R R HIRS -
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32. EMPLOYEE SHARE SCHEME (continued)
During the year ended 31 December 2012, the Group recognised
share-based payments of approximately RMB3,762,000 (2011:
RMB7,147,000) in relation to the Employee Shares.

During the year ended 31 December 2012, no director or
employee of the Group exercises their rights under the Employee
Share Scheme.

33. OPERATING LEASES

Minimum lease payments paid under
operating leases during the year

32. EERBEEI (2
HE_T——F+-_A=1+—"HBIEFE -
FAEBBREESROBANARG X
TR IE A AREE3,762,000L (—ZF——
F : AR¥E7,147,0007T) °

REBE2E-_ZT——F+-_A=+—HItF
B BESEESIAEBESTEREREER
TERTEI T 2R -

33. MEHEY

2012
—E—_F

2011
—E——4F
RMB'000
AREBFIT

RMB’000
ARMBT T

FARBELEAVENRERS

7,084 3,596

At the end of the reporting period, the Group had commitments
for future minimum lease payments under non-cancellable
operating leases, which fall due as follows:

REIEHR - ARERE AT HEHLEHE
MR B RREES 2 A&E - TAIHEHEE
SHOBEBRAT

2012 2011
—E——F —E——%F
RMB’000 RMB’000
AR¥T T ARET T
Within one year —FRN 2,291 4,197
Over one year but within two years, —FEMF(BIEEREMRE)
inclusive 3,495 5,815
5,786 10,012
Operating lease payments represent rentals payable by the Group 4 AR FR 4 (< Zh S N £ [ FE ST Y A B G
for the Group's warehouse and office premise. Leases are NEFL - YL EMHBENE— 2R
negotiated for lease terms ranging from one to two years at £ o

inception.
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34. CAPITAL COMMITMENTS

At the end of the reporting period, the Group had the following

outstanding capital commitments:

Capital expenditure in respect of
acquisition of property, plant
and equipment:
— contracted for but not provided in the

CENGEE

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

34. EAREIE
RBERR  AEBREZEEARNAEN
T

2012
—E—C-F

2011
—EF——F
RMB'000
AREFIT

RMB'000
AR¥TR

BRREDE - BERRED

— ERNELRNEGETH

consolidated financial statements R P 58,077 60,355

— authorised but not contracted for — EREERELD = 10,922
Acquisition of equities ElNEET 533,053 -
591,130 71,277

35. RETIREMENT BENEFIT SCHEMES

The employees of the Group in the PRC are members of a state-
managed retirement benefits scheme operated by the PRC
Government. The Group is required to contribute a specified
percentage of its basic payroll costs up to a rate determined by
respective local government authority to the retirement benefits
scheme to fund the benefits. The only obligation of the Group with
respect to the retirement benefits scheme is to make the
specified contributions under the scheme.

The amounts of contributions made by the Group in respect of the
retirement benefit scheme during the two years are disclosed in
note 11.

As at 31 December 2012, contributions of RMB64,000 (2011:
RMB29,000) due in respect of the reporting period had not been
paid over to the schemes.

35. RIKEF FHE
AEEFTEEEYATERFEENE
RENBHAENE - AREAREER
ATEMNEEBDLES T BT HE
BB R AR AENEBIHR - AKE
RIRRIE R8I0 B & AR BT BI{E

HIEEHRK o

AR S B W 8 F E 2 A0SR R A8 AU 5 8
HRERWBERME -

R-ZE——F+_A=1+—8 RR&H
BIHAR)E BB AR 64,000 (=2 ——
F: ARE290007T) @ MASZN FiZE

BEE



(W] HL Technology Group Limited e SkiRHT £ E AR A R

Notes to the Consolidated Financial Statements

ok 1 T 5 % B ik

For the year ended 31 December 2012
E T H=1—HIFE

36. ACQUISITION OF SUBSIDIARIES 36. WEEIE AT

In 2011, the Group had made the following acquisitions: RZT——F  NEEED A TUEE

(@) Acquisition of 55% equity interest in Rituo (@ WHEBHASESS%YHER( X
Automotive (the “Tianjin Rituo Group ERAREEWEE])
Acquisition”)
On 21 February 2011, Weihai Electronic entered into a R-E—F-_A—-+—8: BE
capital increase agreement (the “Tianjin Rituo Capital EFHEMBE = EHELEERTE
Increase Agreement”) with two independent third parties, BlicE (miEa [ REBHAIDAL
Mr. Wang Xiang and E /B (Mr. Wang Weiguo) (collectively TR EBSE (R E2AFEEH
referred to as the “Tianjin Rituo Founders”) and pursuant to D Bl BBETRBHRAE
which Weihai Electronic made a capital contribution of JEE AR #58,600,0007T 0 AN &
RMB58,600,000 to Rituo Automotive, and in return the & A Uk B8 K B 30 5 [E A 55% 1
Group acquired 55% of equity interest in Tianjin Rituo Group. o ZWEEFERBEEALR - #Z
This acquisition has been accounted for using the WEEAHNEELEAARE
acquisition method. The amount of goodwill arising as a 1,823,000 7 (R T X) ° I B 32
result of the acquisition was RMB1,823,000 (see below). WX EEREEFTENERENRHE
Tianjin Rituo Group is established in the PRC which EREEER °

principally engaged in the manufacture and sale of
automotive wiring harness products.

Consideration transterred BB
RMB'000
ARBF 7
Cash Re 58,600
Contingent Consideration Arrangement (Note) AR EBEZHE (FisE) (5,229)
Total K5t 53,371
Note: The Tianjin Rituo Founders provided guarantee to Weihai Electronic Hfet - REB AN ARBECSE FREER
that the aggregate amount of the audited net profit after tax of Tianjin HE-Z——H+-A=+—HIWM
Rituo Group for the two years ending 31 December 2012 (the “Actual BFE  REBAEELERRBIE
Profit”) will not be less than RMB40,000,000 (the “Target Profit”). If the wA g (EREMND BRI RAR
Actual Profit is less than the Target Profit, the Tianjin Rituo Founders # 40,000,000 7T ([ B 5@ A 1) o &
shall pay Weihai Electronic 34.4% of the difference between the iy R NI=R b = = 7y = 72
Actual Profit and the Target Profit (hereinafter collectively referred to ARABRBEFXNERENRE R
as the “Contingent Consideration”), and Weihai Electronic will have to S M = R 34.4% (T X A8 A [ SR
contribute such sum back into Tianjin Rituo through increasing the RED)  REVEE TN EBBIEM
registered capital of Rituo Automotive, while the Tianjin Rituo HIFAEERMERRRZHREA
Founders will proportionally contribute capital to Rituo Automotive S - MKXZEBREIHABRE
according to the sum that Weihai Electronic contributed; or, BT FEBBERLARBHRE

EE
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36. ACQUISITION OF SUBSIDIARIES (continued)

(a)

Acquisition of 55% equity interest in Rituo
Automotive (the “Tianjin Rituo Group
Acquisition”) (Continued)

Cconsideration transferred (Continued)
Note: (Continued)

On the other hand, if the Actual Profit is higher than the Target Profit, Weihai
Electronic shall pay the Tianjin Rituo Founders 28.1% of the difference
between the Target Profit and the Actual Profit, which is capped at
RMB22,500,000. Subsequently, the Tianjin Rituo Founders will have to
contribute such sum back into Rituo Automotive through increasing the
registered capital of Rituo Automotive while Weihai Electronic will
proportionally contribute capital to Rituo Automotive according to the sum
that the Tianjin Rituo Founders contributed.

The above arrangement in relation to the Contingent Consideration is
referred to the “Contingent Consideration Arrangement”.

A valuation report relating to the Tianjin Rituo Group Acquisition (the “Tianjin
Rituo Group Acquisition Valuation “) was received in early 2012 and the fair
value of the Contingent Consideration at the date of acquisition and as at 31
December 2011 was determined to be RMB5,229,000.

As at 31 December 2012, the Actual Profit is less than the Target Profit and
thus, the Contingent Consideration attributable to Tianjin Rituo Group
Acquisition as at December 2012 is RMB 18,395,000 resulting in fair value
gain of RMB13,166,000 recognised in the year ended 31 December 2012.
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For the year ended 31 December 2012
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36. WEBKIEB A | (&)

(@)

W BHRAESS%HER (X
ERAEEWE]D #E)

E8RAE (&)
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A= HE HERGEMNSREFEEN - S
EFARRZARARAZMNERENRE
Bim M = BEM2281% o R ARE
22,500,0007C ° B&f& + K= R R EIH AR LA
BEREMBAAECEMERNIARHEESR
FTRERR  MEESEFHREXZRTE
MNTERBIRLOIEE T RRTE -

ERARSAREZ L F2H [HAKE
ZHE| —IH -

R —FOEEREZBHREEKEOG
ERE(TREZAREEREGE]D  RKE
HBE-—Z——F+-HA=+—H HAK
BRATEEE R ARYS,229,0007T

R-TB——F+=—fF=+—8 BEHEAND
REE&RF Bt R=ZFT—=—F+=A
=+—B REBHREEKREREGERARE
ABARME18395000 ' RHE_T—=4F
+TZA=t—HLEEEHBAFERSEAR
13,166,000 7T ©
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36. ACQUISITION OF SUBSIDIARIES (continued)

(a) Acquisition of 55% equity interest in Rituo
Automotive (the “Tianjin Rituo Group
Acquisition”) (Continued)

Assets acquired and liabilities recognised at the date of

36. WIBHIB 2~ =] (#)
(@) WEBAHAESSBHERS (X
ERREEKE(E)

WEAHEKBEERDHRAAE

acquisition are as follows: W
RMB'000
AREFIT
Property, plant and equipment Y - B K& 8,957
Intangible assets (Note) \mR A E (fE) 23,280
Inventories FE 28,601
Trade receivables 2 Z EW IR 63,741
Bank balances and cash WITHEBR IR S 65,350
Trade and other payables B 5 N E M e IR (81,547)
Bank borrowings RITEE (8,502)
Deferred taxation liabilities EBIEFIEAE (6,156)
93,724

Note: Intangible assets represent customer relationships of approximately Wt EREEETFPBHANARE

RMB12,810,000 and technology knowhow of approximately 12,810,000t & F A & i1 9 A R ¥
RMB10,470,000. 10,470,000 7% ©
Goodwill arising on acquisition Wbz £ A
RMB’000
ARETTT
Consideration transferred EEENE 53,371
Add: Non-controlling interests o el 42,176

Less: Recognised amount of identified
net assets acquired, including Weihai
Electronic’s capital injection of

B EAE THAAEEY
BRRLE  BEAIETH
R B A AR 58,600,00070

RMB58,600,000 to Tianjin Rituo (93,724)
Goodwill arising on Tianjin Rituo Group Acquisition X AR&EE IS EE Mg e 1,823
Goodwill related to Rituo Automotive EHABRHAENEE 1,565
Goodwill related to Rituo Technology BHEBRERERNEE 258
Total #Et 1,823
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36. ACQUISITION OF SUBSIDIARIES (continued)
(@) Acquisition of 55% equity interest in Rituo

Automotive (the “Tianjin Rituo Group
Acquisition”) (Continued)

Goodwill arising on acquisition (Continued)

The 45% non-controlling interest in Tianjin Rituo Group
recognised at the acquisition date was measured by
reference to the proportionate share amounts of net assets
of Tianjin Rituo Group of RMB93,724,000 (including Weihai
Electronic capital injection of RMB58,600,000 to Tianjin
Rituo) amounting to RMB42,176,000.

Goodwill arose on the acquisition of Tianjin Rituo Group
because the acquisition included the workforce of Tianjin
Rituo Group. This asset could not be separately recognised
from goodwill because they are not capable of being
separated from the Group and sold, transferred, licensed,
rented or exchanged, either individually or together with any
related contracts. The goodwill is not expected to be
deductible for tax purpose.

During the year ended 31 December 2012, the directors of
the Company conducted a review on the Group’s goodwill
related to Rituo Technology, having regarding to the losses
of the operation of automotive wiring harness CGU.
Accordingly, an impairment loss of RMB1,565,000 has been
recognised to the extent that the carrying amount exceeded
the recoverable amount of the automotive wiring harness
CGU based on the best estimate by the directors of the
Company. The impairment loss has been included in the line
item of other expenses in the consolidated statement of
comprehensive income for the year ended 31 December
2012 and particulars regarding impairment testing on
goodwill are set out in note 20.
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For the year ended 31 December 2012
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XREBREBEEITEARE
58,600,0007T ) & A R # 42,176,000
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36. ACQUISITION OF SUBSIDIARIES (continued)
(@) Acquisition of 55% equity interest in Rituo

36. WEBKIEB A | (&)
(@) WHEBAHSESS%WERS X

Automotive (the “Tianjin Rituo Group ERAEEWE]D #E)
Acquisition”) (Continued)
Net cash inflow arising from acquisition WeigE B2 R A FRE

RMB’000
ARETT

Cash and cash equivalents acquired (Note) FIsRe RIREEEY 65,350
Less: Cash contributed by Weihai Electronic B BUBEFIEARS (58,600)
6,750

Note: Weihai Electronic made a capital injection of RMB58,600,000 to Tianjin
Rituo which did not consider as a cash inflow nor outflow of the
Group.

Impact of acquisition on the result of the Group

Included in the revenue and profit of the Group for the year
ended 31 December 2011 are RMB138,282,000 and
RMB2,759,000, respectively, attributable to Tianjin Rituo.

Had the acquisition of Tianjin Rituo been effected on 1
January 2011, the revenue and profit of the Group for the
year ended 2011 would have been RMB1,883,819,000 and
RMB123,648,000, respectively. The pro forma information is
for illustrative purpose only and is not necessarily an
indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition
been completed on 1 January 2011, nor is intended to be a
projection of future results.

In determining the “pro forma” revenue and profit of the
Group had Tianjin Rituo been acquired on 1 January 2011,
the directors of the Company calculated depreciation of
property, plant and equipment and amortization of
intangible assets based on the recognised amounts of
property, plant and equipment and intangible assets at the
date of acquisition.

Mfet : BOBEFRARZERRIENARE
58,600,000 T MEAR B AR B 2 RA
Byt

B N E B A E
FAREREE—_E——F+-A
=+—HIEFEMNRA K& 2 5
BRXEBHRHEMLENARE
138,282,0007T & A R # 2,759,000
=

HEEREEAR—E——F— A
—BAER AEEHEE—_T——F
IEFE ARG MG D Bl R AR
#1,883,819,000t & A E
123,648,000 7T ° #E ERHEHFH A
BEy: REFARKRMEEER =F
——F—A—-B&ER  AEEET
REERIM AR EEXEER - 75
PRRFVAARKELE -

REEBRRRERIR T ——F
—A—AREE  AERENHEE R
AL M - RAREEERIEY
X BE - REREVEERNKE
EHMCHERASETEDNE B

CRENFTEARETLEENS
B
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36. ACQUISITION OF SUBSIDIARIES (continued)
(b) Acquisition of 87% equity interest in Huizhou

Technology and the capital injection to Huizhou
Technology (the “Huizhou Technology
Acquisition”)

On 4 May 2011, Weihai Electronic entered into the
acquisition and capital injection agreements (the “Huizhou
Technology Acquisition and Capital Injection Agreements”)
with certain independent third parties, including HE3t$8 (Mr.
Tian Hongzhen), /& 4 = (Mr. Zhou Shaohua), = A & (Mr.
Yuan Huoyou), E 53k (Mr. Wang Jiazhan) and & A &€ (Mr.
Wu Yuelong) (hereinafter collectively referred to as the
“Huizhou Technology Vendors”) and pursuant to which,
Weihai Electronic acquired an aggregate of 87% equity
interest in Huizhou Technology from the Huizhou
Technology Vendors for a total consideration of
approximately RMB13,328,000, which was paid in 2011. This
acquisition has been accounted for using the acquisition
method. The amount of goodwill arising as a result of the
acquisition was RMB5,923,000 (see below). Huizhou
Technology is a company established in the PRC which is
principally engaged in the designs, research and
development, manufacture and sale of communication wire
and cable related products catering to the
telecommunication industry, belonging to the signa
transmission wire and cable segment of the Group. Upon
the completion of the acquisition, Huizhou Technology was
owned as to 87% by Weihai Electronic, 5% by Mr. Zhou
Shaohua and 8% by Mr. Yuan Huoyou, respectively.

Consideration transferred

Ak S A W ik

For the year ended 31 December 2012
E o E— A=+ —HIFFE

36. WEBKIEB A | (&)
(b) WEEMRIHE87% R R M

BMNBHEOEE ([N B S 1)

R-ZE——FHAMB  BUBET
HETBYE=NFI L WBNTE
EAUE-SAREE & D RN
&) ZEBUFE = BREEMRE
L BRESLLE  RABARLE
FRGRERR AL E(T XX
BIEMBRETD Bt BE
BT AEMBEET WEREMNR
RAEHT%eMER  BREBLO/A
[R#13,328,0007T - ER =T ——
Ff - ZRWBDEBREEA
R AEBEENBESER/AR
#5,923,0007T (R T3 » FINEHR
RRPBKMNATE TERER
EARE M ERERARE - #TE
HRENHE  BALEEE5RE
BARE D AR - ME R HFEAKIE
BB BB B E T 5B 87%
MR « HEME AR 5% M
BmRBRNERLERA %

EERAE

RMB’000
ARETT

Cash B

13,328
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36. ACQUISITION OF SUBSIDIARIES (continued) 36. WIBFIE A&l (@)

(b) Acquisition of 87% equity interest in Huizhou (b) WEEMBHB7%MWERERE
Technology and the capital injection to Huizhou EMBHEEE (MR D
Technology (the “Huizhou Technology (&)

Acquisition”) (Continued)

Consideration transferred (Continued) BEEAE ()

Note: The fair values of the identifiable assets and liabilities at the date of Kia - RERE A EERABENR
acquisition were determined on provisional basis in the preparation of TELGHEEETFE  EUEHEARE
the condensed consolidated financial statements of the Group for the BEEREE—_E——F~A=1tHI1t#
six months ended 30 June 2012. RARE RS WIS ©
The valuation of the identifiable assets and liabilities of Huizhou BMBRAIRAEER R AN G ES
Technology was decreased from the provisional amount of i B & 58 A R #519,959,000 TR = A
RMB19,959,000 to RMB8,511,000, resulting in a goodwill R#8511,000t r EXEB AR
RMBS5,923,000. 5,923,000 7T

Assets acquired and liabilities recognised at the date of WEHHEKWEEERERRARE

acquisition are as follows: LI

RMB'000
AREEF T
Property, plant and equipment YIZE -~ BRE Mk 36,231
Intangible assets (note below) EEE (N M) 2,620
Inventories & 20,735
Trade receivables B Z W IR 72,453
Bank balances and cash RITEBR IR E 5,295
Trade and other payables g5 & E B FIE (71,040)
Bank borrowings BITHEE (53,262)
Deferred taxation liabilities BEMRIEEE (4,521)
8,511
Note: Intangible assets represent customer relationships of approximately Mt EREEETFPBARHNARE

RMB2,620,000. 2,620,000 7T °
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36. ACQUISITION OF SUBSIDIARIES (continued) 36. WEEMIE AR (#)

(b) Acquisition of 87% equity interest in Huizhou (b) WEBEMNMEE7%HERER M
Technology and the capital injection to Huizhou BEMNBEOEE ((FMNBHE W D)
Technology (the “Huizhou Technology (&

Acquisition”) (Continued)
Goodwill arising on acquisition el 2= A 1
Pursuant to the Huizhou Technology Acquisition Valuation, BIEEMBEWEGEE LTS8
the following items are restated: TLAES
RMB’000
ARBT T
Consideration transferred EEEAE 13,328
Add: Non-controlling interests N SEE R 1,106
Less: Recognised amount of identified net assets & : B AT HRIEE FE Y
acquired BEReRE (8,511)
Goodwill arising on Huizhou Technology Acquisition EH A Ui i B A4 I g 22 5,923
The 13% non-controlling interest in Huizhou Technology PRUHE B EA e RR A BN BH 13% E
recognised at the acquisition date was measured by THERSEBMNE R EEFER
reference to the proportionate share of amounts of net LE BTG £ 5B A R 8,511,000 T &1
assets of Huizhou Technology of RMB8,511,000 amounting =4 AR 1,106,000 7T °

to RMB1,106,000.

Goodwill arose on the acquisition of Huizhou Technology WEBMNEREEEE  BAlE
because the acquisition included the workforce of Huizhou BREBMNBENE S - ZBEEET
Technology. This asset could not be separately recognised AEEmESBRR - BATERL
from goodwill because they are not capable of being RAEE - DA KB ok BE( &
separated from the Group and sold, transferred, licensed, fhELEE - BEiE - R Bk
rented or exchanged, either individually or together with any I o WATEARS B AENT AL -

related contracts. The goodwill is not expected to be
deductible for tax purpose.

In August and December 2011, Weihai Electronic further RZZE—FNARTZA ' BB
injected RMB20,000,000 and RMB43,200,000 into Huizhou BFE—TEBMNBHEDEAARE
Technology, which have diluted the shareholdings held by 20,000,0007C & A K # 43,200,000
the non-controlling interests. An amount of RMB679,000 TC o BRI E R AR R o
was adjusted to reflect the change in non-controlling — % AR % 679,000 7T B 2B 2 1
interests as shown in the Group’s consolidated statement of PR RERIEIERERREE) - I
changes in equity. The percentage of equity interest of BFAREENGEREREFHR - K
Huizhou Technology held by the Group increased to 97.27% SEFENEMNBHEBRES D LR
at the end of 31 December 2011. ZE——FF+ZA=+—H&ER

Bf - #E97.27% °
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36. ACQUISITION OF SUBSIDIARIES (continued) 36. WEEMIE AR (#)

(b) Acquisition of 87% equity interest in Huizhou (b) WEBEMNMEE7%HERER M
Technology and the capital injection to Huizhou BEMNBEOEE ((FMNBHE W D)
Technology (the “Huizhou Technology (&)

Acquisition”) (Continued)

Goodwill arising on acquisition (Continued) Wbt = E B (48)

In 2012, Weihai Electronic had acquired the remaining 2.73% R-ZTE——F BT FRIEER
equity interest in Huizhou Technology from the non- HES W BB M BB T 2. 73% AXHE -
controlling interests with a cash consideration of HWEREBAHARE1,992,0007T ° B
approximately RMB1,992,000. Since then, Huizhou HEs  BNBEKARARNE
Technology became a wholly owned subsidiary of the = ENGIIE

Company.

During the year ended 31 December 2012, the directors of REBEE-_ZT——F+_-_HA=+—H
the Company conducted a review on the Group’s goodwill IHFE AR EZER/RBMBI
attributable to Huizhou Technology Acquisition, having WEEMOAEREE  KE2EE
regarding to the losses of the operation of signal RERGEIRSELEUNESEE
transmission wire and cable CGU. Accordingly, an He At BEARAAREEZNRE
impairment loss of RMB5,923,000 has been recognised to fhet RERERHRERSELS
the extent that the carrying amount exceeded the fBRTAE R IB A I El £ BBAIEE -
recoverable amount of the signal transmission wire and AR E R A R 5,923,000 7T °
cable CGU based on the best estimate by the directors of BREBEEFABHZE_ZT——F
the Company. The impairment loss has been included in the + - A=+t—HIFENGEEEAE
line item of other expenses in the consolidated statement of WHREFNEMBEZIBEERN S MAB
comprehensive income for the year ended 31 December 7 £ 5 (3 St Y SIS S A M EE 20 o

2012 and particulars regarding impairment testing on
goodwill are set out in note 20.

Net cash outflow arising from acquisition W ZE A B9 3R 2 e R R
RMB'000
ARBT T
Consideration paid in cash AR & AR E 13,328
Less: Cash and cash equivalent acquired B REeRBEeEEY (5,295)

8,033
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36. ACQUISITION OF SUBSIDIARIES (continued)

(b) Acquisition of 87% equity interest in Huizhou
Technology and the capital injection to Huizhou
Technology (the “Huizhou Technology
Acquisition”) (Continued)

Impact of acquisition on the result of the Group

Included in the revenue and profit of the Group for the year
ended 31 December 2011 are RMB114,588,000 and a loss of
RMB1,979,000, respectively attributable to Huizhou Daya
Bay.

Had the acquisition of Huizhou Daya Bay been effected on 1
January 2011, the revenue of the Group from continuing
operations for the year ended 2011 would have been
RMB1,922,411,000, and the profit for the period from
continuing operations would have been RMB125,003,000.

The pro forma information is for illustrative purpose only
and is not necessarily an indication of revenue and results
of operations of the Group that actually would have been
achieved had the acquisition been completed on 1 January
2011, nor is intended to be a projection of future results.

In determining the “pro-forma” revenue and profit of the
Group had Huizhou Daya Bay been acquired on 1 January
2011, the directors of the Company calculated depreciation
of property, plant and equipment and amortisation of
intangible assets based on the recognised amounts of
property, plant and equipment and intangible assets at the
date of acquisition.

37. DISPOSAL OF A SUBSIDIARY

Pursuant to an agreement amongst Changshu Connecting-
Technology and non-controlling shareholder R TE#HEZHE T4
R A &) (Wujiang Huarui Precision Electronics Co., Ltd.#, “Wujiang
Huarui”) on 17 December 2012, the Group disposed its 51% equity
interests in % I 2 )2 15 & & F & R 2 7 (Suzhou Huachun
Precision Electronics Co., Ltd*, “Suzhou Huachun”) to Wujiang
Huarui for a total cash consideration of RMB10,200,000.The
disposal of Suzhou Huachun was completed on 26 December

2012.

# The English names are for identification purpose only.
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s A& B AR E
AAREEEE T ——F1+—A
=+ —HIEFERHBRA K= F 5 Bl
AEBMBEEMOHOARE
114,588,000t & & B A R ¥
1,979,000 7T °

HWEEMNR RN —E——F—A
—BAER AEBHE_ZT——F
EEEHRKRABLABARE
1,922,411,0007C « K #7548 & HA RS
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37. DISPOSAL OF A SUBSIDIARY (continued) 37. HEMB AT ®)
Analysis of assets and liabilities of Suzhou Huachun over which HMNEZ(HAXEZH)NEERAR
control was lost: DT :
RMB'000
AREFIT
Property, plant and equipment Wz - B MR 10,983
Intangible assets mEEE 12
Inventories FE 4,872
Trade receivables B 5 e GRIA 33,874
Bank balances and cash IRITER NI 569
Trade and other payables B 5 Rk EHAb W RIE (21,241)
Bank borrowings RITEE (9,069)
20,000
Net cash inflow arising on disposal HEEERFBR
RMB'000
AREFIT
Cash consideration received BEYERER(E 1,470
Less: Bank balances and cash disposed of B BRERITEBRKIRS (569)
Net cash consideration received during the REE=Z——F+-A=1+—HLFE
year ended 31 December 2012 WER A F IR B 901
Gain on disposal of a subsidiary: HERB AR MK
RMB'000
AREFIT
Cash consideration received BYERERE 1,470
Cash consideration receivable (note 24(d)) FEUE (B (BT ek 24(d) 8,730
Net asset disposal of BHEFEE (20,000)
Non-controlling interests JEIEAR fE 9,800

* The English names are for identification purpose only. * RN A BEMER
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38. CASH AND CASH EQUIVALENTS 38. RERREEEY

2012 2011
—E——F —E——%F

RMB’000 RMB'000
ARBTR ARBTRT

Bank balance and Cash RITHBREIRE 82,276 106,650
Bank balance and cash classified as PERBEFEN
held for sale RITHESBR NI 8,835 -
91,111 106,650
39. TRANSFERS OF FINANCIAL ASSETS 39. BEEESRMEE
The following were the Group's financial assets as at 31 December LTFAASER-_E——F+=-_A=1+—
2012 that were transferred to banks by discounting those bills HEMRZEEWEEMERETRITZ
receivable on a full recourse basis. As the Group has not SHMEE(MEREERE) - ANAE
transferred the significant risks and rewards relating to these bills B EmEZEEANZERRIER 2 E KA
receivable, it continues to recognise the full carrying amount of Bl B3R - L EERRZ SRR EER Y
the bills receivable and has recognised the cash received on the 2HEREEE  UTERNEZRENZHES
transfer as a secured borrowing. These financial assets are ABEERER ZETeRBEERTEE 2
carried at amortised cost in the Group’s consolidated statement bR A B TSR R IR SR ARSI BR o

of financial position.
31 December 2012 R=F—-—F+=HA=+—H

Bills receivable
discounted

to banks
EER1TREIR B

LLES
RMB’'000
ARET T

Carrying amount of transferred assets EEEEENEEE 15,845
Carrying amount of associated liabilities HHEA B &R REE 15,845

Net position PR =
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39.

40.

TRANSFERS OF FINANCIAL ASSETS (continued)
In addition to the above, as discussed in note 2, as at 31
December 2012, the Group has transferred certain bills receivable
to its suppliers to settle its payables through endorsing the bills to
its suppliers with full recourse. The Group has derecognised these
bills receivable and the payables to suppliers in their entirety as in
the opinion of the directors of the Company, the Group has
transferred substantially all the risks and rewards of ownership of
these bills and has discharged its obligation of the payables to its
suppliers under the relevant PRC practice, rule and regulations. In
the opinion of the directors of the Company, the Group has
limited exposure in respect of the settlement obligation of these
bills receivable under relevant PRC rules and regulations should
the issuing bank fail to settle the bills on maturity date. The Group
considered the issuing banks of the bills are of good credit quality
and the non-settlement of these bills by the issuing banks on
maturity is not probable.

As at 31 December 2012, the Group’s maximum exposure to 10ss
and cash outflow, which is same as the amount payable by the
Group to banks or the suppliers in respect of the endorsed bills,
should the issuing banks fail to settle the bills on maturity date,
amounted to RMB41,096,000.

All the bills receivable endorsed to suppliers of the Group have a
maturity date of less than six months from the end of the
reporting period.

RELATED PARTY TRANSACTIONS

Other than the transactions and balances with related parties
disclosed elsewhere in these consolidated financial statements,
the Group also had the following significant transactions with
related parties during the year:

Compensation of key management personnel:

The remuneration of directors of the Company and other
members of key management of the Group during the years
ended 31 December 2012 and 31 December 2011 were as follows:

39.

40.

HEESREE®)

B BN - mEE2 RS RoE——
E+—fA=+—0 AEECEBZTRE
W T H R - BRI S B A
FE T LR > 2B (M 2 BB R ) -
AEECRBRIBRARSREREER
FENLER Y 508 - BARATEERA
ZESEHEAERRRERD LR
ez MRETEAEEN B
0 ERBH AR ROEE o A
AFEERA BEFEEERIRE
3 (T SRIT R AL BIER B A 4
AEERENZERKEZE Y EAEE
FE Y R IMB AR - AEBRAZE
BHRTABRIEEEE QB HE
TRAARETEN REZE -

RZZB—Z—F+ZA=+—H ' x&EA
ERERRERESIRZEARR 2585
EfHEHRITRER A ENEE - X
SEARESENZIREMRITERE
FIRRIE - Bl AR 41,096,0007T ©

AAREEHREREENAERENDHE
B BR@mEHRES  HPRAEA -

BRETRS

BRI AGRA BB RR L M55 HE R
ES 2R B RAERIN RAFE - AEE
TEREITEITATEARS

TEEEAENEH :
RBEE_ZE——F+_A=+—Hk=
T——F+_A=1+—BILtFE ' ARQF
EENAEETEEHBEMKE N
B -

2012 2011

—E-—F —EF——%F

RMB'000 RMB'000

AR¥ET T ARETIT

Salaries and other benefits TEREMET 3,182 3,539
Contributions to retirement benefits schemes & ki@ F & 2 2k 102 114
Share-based payments AR5 S 4 &9 3k IE 532 816
3,816 4,469
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41. INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the

41. BEBEA LA BERRERER

RBREHR - BERRRAMBHRRRNE

At 31 December 2012

R-T——F+-A=1+—H 97,401

Company at the end of the reporting period includes: e
2012
—E—_F
RMB’000 RMB'000
ARET T ARETIT
NON-CURRENT ASSETS FREEE
Unlisted investments in subsidiaries B ARIELETRE 678,293 678,293
CURRENT ASSETS REBEE
Other financial liabilities HEnmEaE 152 -
Trade and other receivables B 5 N E A e U IR 35,685 22,152
Pledged bank deposits EIBIRITIFR = 16,000
Bank balances and cash RITEBRRIRS 1,434 2,042
37,271 40,194
CURRENT LIABILITIES REEE
Trade and other payables B 5 R EHAENFRIE 15,462 7,342
Bank borrowings RITEE - 15,122
Income tax liabilities HEmREaE 5,816 5,816
Other financial liabilities HEmomasd = 6,311
21,278 34,591
NET CURRENT ASSETS REEERH 15,993 5,603
694,286 683,896
CAPITAL AND RESERVES EARR#E
Share capital N 97,401 97,401
Reserves s 596,885 586,495
694,286 683,896
Share Share Capital Retained
capital  premium reserve profits
EN R G ERE BARE REEF
RMB RMB RMB RMB
AR AR AR AR
At 31 December 2010 R-—Z-—ZF+-A=+—H 97,401 429,549 106,715 48,148 681,813
Profit and total FERHREANELE
comprehensive income
for the year - - - 2,083 2,083
At 31 December 2011 R_ZE——%+-A=+—H 97,401 429,549 106,715 50,231 683,896
Profit and total FERANEEARELH
comprehensive income
for the year - 10,390 10,390

429,549 106,715 60,621 694,286
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42. PARTICULARS OF THE SUBSIDIARIES OF THE 42. &AM B A R E1S

COMPANY
Particulars of the Company’s subsidiaries as at the end of the RIEBRR - ARRIMBRARMFBER
reporting period are as follows: T

Attributable equity interest
held by the Company
as at 31 December 2012
R-B—-5+-A=+-H
RN BB RE
Place of

establishment/ Fully paid share/
Name of subsidiary incorporation registered capital 2012 Principal activities
L/ = BHEHRSG
HEARERE FR ALt 26 L% —Z-—F TEER
%

Directly held by the Company

ARGIEEHE
Weihai Electronic @ PRC USD59,483,265 100 100 Manufacture and sales of
power cord assembly, signal
transmission wire and cable
products and connectors
and investment holding
HBEFe FE 59,483,265 T 100 100 SEERHEERGAN - 557
BRREERREESAR
Hongxin International Limited Hong Kong HKD1.00 100 100  Trading of signal cable assembly,
power cord assembly,
signal transmission wire and
cable products and
other products
Bk 1.00/87T 100 100 EBECHEAMN EREAN
ERERREERNEMER
Honglin Technology Taiwan TWD70,000,000 100 100  Marketing, research and
developments of signal cable
assembly, power cord
assembly, signal transmission
wire and cable products and
other products
LR =y 70,000,000%7 & # 100 100 HEERFEEREAN -
BRgAN  CRERRE
2 i R A
Wuhan Honglin Technology PRC USD8,000,000 100 100 Manufacture and sales of
Co., Ltd* signal cables and wiring harness
RET AR B R AR H 8,000,000 7T 100 100 SHERHERETHRRESR
Indirectly held by the Company
ARFRERE
Chenhong International Hong Kong HKD0.00 100 100  Provision of treasury services
Co., Ltd of Group Companies
(Chenhong International)
&k 0.007T 100 100 AREERIREMBRE
Changshu Electronic # PRC USD14,000,000 100 100 Manufacture and sales of

signal cables and wiring harness
EAET H 14,000,000 7 100 100 BUERHEERRMER
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COMPANY (continued)

Name of subsidiary

HWEAREE

Indirectly held by the Company
(Continued)
ARe)EERE (E)

Changshu Cable #

ARG

Changshu Connecting-
Technology *

AR

Dezhou Electronic *

Wuhan Electronic #

BEMAMET*

Shenzhen Communication®

ARYERREH

Suzhou Huachun #

FINEF

Place of
establishment/
incorporation
B/ R

FR AL 26

PRC

T

PRC

R

PRC

T

PRC

T

PRC

Fully paid share/
registered capital
ERHEHRE,
EAE-¥N

USD6,500,000

6,500,000% 7T

USD12,500,000

12,500,000 7

USD18,000,000

18,000,0003 7T

USD1,000,000

1,000,000 7T

RMB10,000,000

AR 10,000,000 7

N/A

Attributable equity interest
held by the Company
as at 31 December 2012
R=B-=f+=-A=+-H
RN E AR

2012

—E-—fF
%

100 100
100 100
100 100
100 100
100 100
100 100
100 100
100 100
80 80
80 80
N/A 51
TER 51

42. PARTICULARS OF THE SUBSIDIARIES OF THE 42. AA T B A SIS E &)

Principal activities

TEXH

Manufacture and sales of
power cord assembly,
signal transmission wire and
cable products and connectors
SERHEEREAN  B%
EhRREENREESR

Manufacture and sales of
power cord assembly,
signal transmission wire and
cable products and connectors
RERHEBRGAMY - B3
ERRSE R REESR

Manufacture and sales of
power cord assembly,
signal transmission wire and
cable products and connectors
SERHEERGAEN - 557
ERREEm SRS

Manufacture and sales of
power cord assembly,
signal transmission wire and
cable products and connectors
SUE RHE T EIREAL
B EER

Manufacture and sales of
router antenna, WIFI antenna
and telephone antenna

SUERHERBBRARE
ERRRREERR

Manufacture and sales of
Iron panel and aluminum plate
useful for computer keyboards
%g&ﬁ%%%%ﬁmﬁﬁ&
iR
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42. PARTICULARS OF THE SUBSIDIARIES OF THE 42. &ATMB A SRS (@)
COMPANY (continued)

Attributable equity interest
held by the Company
as at 31 December 2012
R-B-—%+=-B=+—H
NGl 3
Place of

establishment/ Fully paid share/
Name of subsidiary incorporation registered capital 2012 Principal activities
B/ R BHEHRG
HEAR AR BRI HAMELRX =B-=fF TEER
%

Indirectly held by the Company

(Continued)
ARFRERE (B)
Chongging Technology * PRC RMB24,000,000 100 100 Manufacture and sales of
signal cables assembly and
wiring harness
BEREH I B 24,000,000 7 100 100 BUERHEERSAN  BRE
1B RER
Huizhou Honglin PRC RMB5,000,000 100 100 Manufacture and sales of
Communication router antenna, WIFI antenna
Technology Co., Ltd* and telephone antenna
BB ARRARARA * AE#5,000,0007T 100 100 BUERHERBERE
BEREREERE
Rituo Automotive#* PRC RMB11,111,111 55 55 Manufacture and sales of
automotive wiring harness
BRTE# HE ARE11,111,11178 55 55 BBERHETERR
Rituo Technology* PRC RMB15,000,000 55 55 Manufacture and sales of
automotive wiring harness
AAmRHE b AR 15,000,000 7T 55 55 SEHEREERERR
Huizhou Technology * PRC RMB80,000,000 100 97.27  Manufacture and sales of
communication wire and
cable and related products
BB # H AR 80,000,000 75 100 9727 BLERHEEHSEEER
Weihai Dongchen # PRC RMB10,000,000 60 N/A  Manufacture and sales of
plastic materials and
related products
BBRE HE AR 10,000,0007C 60* TER  SERHEERYHRERER
Note: With the exception of Hongxin International and Chenhong International ffa - B Hongxin International & Chenhong
incorporated in Hong Kong, and Honglin Technology incorporated in Taiwan, International 1 & & FEM AL + R IBAMRL B
with limited liability, the other subsidiaries of the Company were established BEEMKL - GRAERRAIN - AREE
in the PRC in one of the following legal forms: o Ft B ARG A B E R —fE R g e
B
e Wholly foreign-owned limited liabilities enterprises @ SNEBEBRAF
# Sino-foreign joint ventures ’ FONEADE
# Domestic limited liability enterprises " HABREEAT

S Newly established in 2012 * R —ZF¥KL
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43. EVENTS AFTER THE REPORTING PERIOD
(@) Acquisition of the entire issued share capital of

Rosy Sun Investments Limited (“Rosy Sun”) and
its certain subsidiaries, New Postcom
Technology Company Limited (“New Postcom”)
and k5 $ BB E R BB R 2 5 (Shenyang New
Postcom Co., Ltd, “Shenyang New Postcom”)
(hereinafter collectively referred to as the “Rosy
Sun Group”)

On 28 October 2012, the Company entered into a
conditional sales and purchase agreement (together with its
supplemental agreement, collectively referred to as the
“Rosy Sun Acquisition Agreements”) with Mr. Chi for the
acquisition of the entire issued share capital of the Rosy Sun
and the shareholder’s loan (if any) at a consideration of
HKD650,000,000 which is satisfied by the Company’s
issuance of a promissory note with principal amount of
HKD650,000,000 (the “Rosy Sun Acquisition”). The
promissory note is non-interest bearing and will be mature
within 5 years from the date of issuance. Pursuant to the
Rosy Sun Acquisition Agreements, Mr. Chi guarantees that
the consolidated profit attributable to owners of the Rosy
Sun (the “Net Profit”) for the year ending 31 December 2013,
prepared under IFRSs, shall be not less than RMB85,000,000
(the “Guarantee Profit"). Should the Net Profit be less than
the Guarantee Profit, Mr. Chi shall pay to the Company the
sum representing the difference between the actual Net
Profit and the Guarantee Profit. Further details of this
transaction are set out in the Company’s circular dated 31
December 2012.

The Rosy Sun Group is principally engaged in (i) the research
and development, manufacturing and sale of cell phones,
which can run on 2G and/or 3G networks such as GSM, IS-
95, CDMA2000 and TS-SCDMA in the PRC; (ii) the sale of
network equipment to the top three telecommunication
services providers in the PRC, such as core network
equipment, IPRAN and xPON; and (iii) the provision of
services to major telecommunication services providers in
the PRC, such as the installation, maintenance and upgrade
of the network equipment and/or wireless network
optimization in their existing network systems.

(@

Aok W5 9 0 Y i

For the year ended 31 December 2012
BE-—FT——F+-—H=+—HILFZE

43. MEEE

Yz B Rosy Sun Investments
Limited (TRosy Sun]) & & &
THELAR — HBBEREMNE
RAR(FHBERE ] RILBH
BEEREERLAR( KGR
#HiEE ) (F3X#H [Rosy Sun
SEDHNEBERTRE

R—ZE——F+A=-+N\B ' &R
A BB FT B IR B B s (G
B £ 8 75 5% © 4558 [Rosy Sun ik
Btz l) » WHERosy Sunz 232
BIOIRARBRERER(AE)  RE
/650,000,000 7T # B AR A
TEAREBRSN  AHUEHRZAS
84 650,000,0007% 7T ([Rosy Sun it
BEE]) AHREBEEATHE &
BITAEES  AFEADH - B
Rosy SUnYZBE =218 » I 7t A E (R
E-TE—=F+=-HA=+—HIFE
B RERBHEREERRRE Y
Rosy Sun# B A (G 4R &% F ([ 48
1) AL AR 85,000,000
TC(THERER ) o AR DR IER
wmA  BEEBRAARRSZN—%
HIE - RERERATEERER
FlzZ - - ZERXS 2B ZFHEH
RARBR=ZZE—=—F+=A
=+—HZ#@HK -

Rosy Sun £ B = 24 5= () R A B i
B BUERHEFH TR E
B 2G KR /3 3GH K » tNGSM -
IS-95 + CDMA2000 % TD-SCDMA :
(MR =AEMRSHERHEE
PBARRRM - WO BEERRAE - IPRAN
25 B XPON Z% A5+ K (iii) (A1 P B ==
EEMRBHEHRERAERER
R ALK/ RBEERER
BB R RSB IRTE o
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43. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(a)

(b)

()

Acquisition of the entire issued share capital of
Rosy Sun Investments Limited (“Rosy Sun”) and
its certain subsidiaries, New Postcom
Technology Company Limited (“New Postcom”)
and 5 ¥ B EEREHR 2 8 (Shenyang New
Postcom Co., Ltd, “Shenyang New Postcom”)
(hereinafter collectively referred to as the “Rosy
Sun Group") (Continued)

The Rosy Sun Group was acquired by Mr. Chi from an
independent third party on 13 June 2012 and was controlled
by Mr. Chi since 13 June 2012. As a result, the directors of
the Company consider that it would be a business
combination under common control as at that time and
before and after the Rosy Sun Acquisition, both the
Company and the Rosy Sun Group were continued to be
ultimately controlled by Mr. Chi. Therefore, the directors of
the Company believe it appropriate to apply merger
accounting for the Rosy Sun Acquisition which is under
common control.

Further details of the Rosy Sun Acquisition are set out in the
Company’s circular dated 31 December 2012.

On 31 January 2013, the Rosy Sun Acquisition was
completed. The initial accounting of the Rosy Sun Group and
the assessment of financial impact of such acquisition to
the Group are still in process at the time these consolidated
financial statements are authorised for issue.

Rituo Automotive Disposal and Rituo
Technology Acquisition

On 12 January 2013, the shareholders of the Company
approved the Rituo Automotive Disposal and Rituo
Technology Acquisition as disclosed in note 27. The
Directors expect a profit of approximately RMB10,000,000
upon completion of the Rituo Disposal.

Acquisition of the entire equity interest in
Weihai Jinyuan

On 22 March 2013, as disclosed in note 22(a), Weihai
Electronic, Beijing Jinyuan and Mr. Miao Junjie have entered
into the sale and purchase agreement, pursuant to which
Weihai Electronic will acquire, in aggregate, the entire equity
interest in Weihai Jinyuan at a cash consideration of
RMB6,000,000.

43. BAEEE (&)

(@

(b)

(c)

Yz B Rosy Sun Investments
Limited (TRosy Sun]) & & #
THEAR — HBBEEEME
RABI(FHBERF]D RILBEH
BBEEEREBRAA( LEH
@S ) (F3X#H [Rosy Sun
EE)NEREBITRA(E)

Rosy SUn&EEHELEER T —=
FRAT=-BRABLE=FUWE -
- ——FNA+=HRAEL
ARl Bt ARREERE
ZERPBRERZES T 2EBE
B - E & R Rosy Sun ik B8 = 18 A
% » ZR/2 A)ER RoSy Sun £ 15 # 45
B A RS - it AN A A E
E = $IRosy SunUg B8 =18 (52 £
RZEH)RBEHEE EBE

4 o

Rosy SUn W BB =18 v & ZE B &R
ARABIR—ZBE——F+=-A=+—
H 2@ o

RZE—=%—H=+—H ' Rosy
SUnY i EIHE TR - EALRE B
7% ¥ 3% £ 4 1) 8% 2 BF - Rosy Sun &
B H R ARR KAV WS S AN 5 E 7
ISR 2 IEfE AT o

BARARERERBASNEEK
B

S e = = I /N
BER#ERINERE M BHSH
YRS - SHIEOMI 27 I - EE
BEHRMEE TS ROARE
10,000,000 #YF) 4 o

W B8 B 8RR 2 AR AR A

IEHTEE 220 FE - R=F—=
F=A-+ZRH - BBEF X
BREEERGEETLER G
Bt - BUBE TR A HRKBEUE R
Rz EEE  ReKE/ARE
6,000,000 7T °
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