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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET OF THE STOCK EXCHANGE OF HONG KONG
LIMITED

GEM has been positioned as a market designed to accommodate companies to which a high investment risk may
be attached than other companies listed on the Stock Exchange. Prospective investors should be aware of the
potential risks of investing in such companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange and no
assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange takes no responsibility for the contents of this annual
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this annual report.

This annual report, for which the Directors collectively and individually accept full responsibility, includes particulars given in
compliance with the GEM Listing Rules for the purpose of giving information with regard to the Company. The Directors having
made all reasonable enquiries, confirm that, to the best of their knowledge and belief: (1) the information contained in this annual
report is accurate and complete in all material respects and not misleading; (2) there are no other matters the omission of which
would make any statement in this annual report misleading; and (3) all opinions expressed in this annual report have been arrived
at after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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Chairman’s Statement
FERE

2008 is a complex year, especially being a Chinese. Beijing Olympic
Games brought us a bag of joys but the snowstorm in southern China
and the Sichuan earthquake left us thousands of sadnesses. Natural
disasters are terrible but sometimes human disaster is much worse than
we expected. American subprime crisis followed by a global spread of
financial meltdown wreaks havoc on the financial system and global
economy. Mainland China, giving its undoubted important status in the
global economy, cannot be immuned.

It is no doubt that we are affected by the weak market sentiment
especially in the fourth quarter of the year. The impact, however, is
relatively low. | saw a sluggish demand in Computer owing to reluctance
in spending. Since the profit margin of Computer is relatively thin, such
decrease in sales volume has limited effect on our profitability. We are
considering reducing substantially the size of this business and release
our resources to other profitable projects. | also saw a decrease in sales
of NET products but this was mainly the result of resource misallocation
between new product development and existing product upgrade. We
consider restructuring the business to enhance its profitability.

The outstanding performances of WFAS business as well as newly
developed travel and leisure business outweigh the above unsatisfying
performances. WFAS business thrives in the market. Sales amount
surged over 50.2% year-on-year. Profit jumped by 5,792.6% year-on-
year. In order to capitalize on the edge, we will continue our strategy
by setting up more representative offices. Our aim is to provide our
customers with not only high and stable quality products with reasonable
price but also better service. To expand our market share, we will
consider expansion through merger and acquisition. | expect to see an
exponential growth in the future.

The travel and leisure business started well this year. Our environmental-
friendly bus service becomes an exclusive transportation service
for tourists of core Nanyue scenic spot with the assistance of local
government. Several hundred thousands of tourists enjoyed our service
last year, representing a significant portion of all tourists who had visited
the scenic spot. Although the number of tourists decreased recently
owing to the weak economic climate, we expect that we will benefit from
the commencement of pay leave arrangement in Mainland China and our
exclusive status. The business has a positive prospect and will become
another profit stream for us.

We are always dedicated to maximize value for our Shareholders. We
set up an investment fund with SBI Holdings Inc., a company listed on
the Tokyo Stock Exchange, in 2008 with maximum capital contribution
of USD50 million each. Our aim is to seek capital gains through equity
and equity related investments as well as real estate investments in
Mainland China. USD5 million had been injected into the fund by each
of the partners. The fund has not concluded any investment yet given
an uncertain market after the spread of the financial tsunami. We will
monitor the market cautiously and select our investment with due care.
We believe that value of potential targets will finally reach an attractive
level.
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“hairman’s Statement
ERWE

We always emphasize on maintaining healthy financial position and
sufficient liquidity. This is particularly important under the current market
condition. We are proud of our position as we have repaid all interest-
bearing loans during the year. We are now a company with zero gearing
and we maintain healthy cash position as we have cash and cash
equivalents of approximately RMB551.6 million as at year end. We are in
a very competitive position while hundreds of companies are still fighting
for survival.

For all Shareholders, customers, vendors and bankers, | would like to
thank for your continuing support to us during the past year. Last but
not least, | would like to express my sincere thanks to all staff for your
countless contribution. Without your untiring effort, we are unable to
establish such an energetic workforce. Global economic climate is full of
uncertainty. Economy looks bleak in the coming year. It is no doubt that
we will face rigorous challenge ahead. | sincerely hope that we can keep
our spirit and weather the storm together.

XU ZHEN DONG
Chairman
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Management Discussion and Analysis

B R wm T

BUSINESS REVIEW

Overview

The Group recorded a turnover of approximately RMB171.7 million
for the year ended 31 December 2008. It grew by 9.9% year-on-year.
Gross profit was approximately RMB40.7 million. It increased by 59.2%
year-on-year. Gross profit margin improved from 16.4% to 23.7%. The
brilliant start of our travel and leisure business and sustainable growth of
WFAS business contributed most to the turnover increase albeit under-
performed NET and Computer segments. Cost of sales and services
remained stable while operating expenses rose by 9.6% during the
year. The Group’s operation recorded a turnaround, reporting a profit
from operations of approximately 35.3 million during the year while it
made loss of approximately RMB14.2 million last year. Finance costs
decreased by 6.4% year-on-year mainly due to early repayment of cash
collateral under the securities lending arrangement and the interest
rate cut as a result of financial crisis. However, the Group recorded a
substantial net loss of approximately RMB191.0 million for the year while
the Group made a net profit of approximately RMB281.5 million last year.
The loss was mainly attributed to the impairment loss on the Group’s
investment in equity securities listed on the main board of the Stock
Exchange after significant decline in market value following the outbreak
of financial tsunami.

WFAS

WFAS segment contributed 55.9% to the Group’s turnover for the
year, representing an increase in contribution by 15.0% year-on-year.
Segmental profit boosted drastically to RMB6.4 million during the year.
It was the most profitable segment of the Group. Benefited from the
stable product quality and reasonable price, the Group had laid a solid
foundation in the WFAS market. The expansion strategy through setting
up representative offices and enhancement of high calibre sales force
boosted the sales amount during the year. Completion of certain major
fire prevention system projects and intelligent system projects also
contributed to the stellar performance of the segment.

During the year, the Group acquired 75% equity interest in Si Chuan
Jiu Yuan Intelligent Surveillance Co., Ltd. (“Sichuan Jiuyuan”) at a cash
consideration of approximately RMB2.4 million. The acquisition enables
the Group to expand its market share.

NET

NET segment contributed 5.8% to the Group’s turnover for the year,
representing a drop in contribution by 4.0% year-on-year. The Group
emphasized on research and development of new product during
the year. However, the process was much longer than expected. The
Group was unable to launch new product to the market during the
year. Progress of existing product upgrade was also hindered as less
resources were allocated. The Group’s competitiveness inevitably
fell behind the competitors. Segmental performance was far from
satisfactory.

Computer

Computer segment contributed 21.3% to the Group’s turnover for the
year. The contribution dropped by 28.0% year-on-year. Financial crisis
has led to a dwindling demand in Computer. Customers were reluctant
to spend on hardware upgrade and replacement. The Group also
tightened its credit control to reduce debt recoverability risk. Business
volume was adversely affected. The segment made a slight loss of
approximately RMBO0.5 million during the year owing to the thin profit
margin.
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Management Discussion and Analysis

B R wm T

BUSINESS REVIEW (Continued)

Tourism Development

The Group’s travel and leisure business was conducted through a non-
wholly owned subsidiary situated in Hengyang City, Hunan Province.
This segment contributed 17.0% to the Group’s total turnover and
generated segmental profits of approximately RMB2.2 million for the
year. The environmental-friendly bus service started operation in the first
half of the year. 60 buses served the tourists who visited FI#kE LR S
&R (Nanyue Hengshan Scenic Spot). A lot of tourists had used the
bus service. The performance exceeds expectation.

Other income

Other income of the Group mainly represented interest income at a
total amount of approximately RMB41.6 million earned from two loans
during the year. One of the loans was a USD senior secured term loan
lent to Jinsheng International Group (Hong Kong) Limited in a maximum
amount of USD18 million. The other loan was a HK$ senior secured
term loan lent to Best Chance Holdings Limited in a maximum amount
of HK$111.4 million. Both companies repaid the loans and settled the
interests in full during the year.

Available-for-sale financial assets — SMIC

According to the latest published information available, SMIC recorded
a revenue of approximately USD272.5 million for the fourth quarter of
the year ended 31 December 2008, representing a decrease of 27.5%
quarter-on-quarter from the third quarter of the year owing to a decrease
in wafer shipments. SMIC incurred a net loss of USD124.5 million in
the fourth quarter of the year. The loss climbed up over three times
quarter-on-quarter from the third quarter amid the financial turnmoil. The
conversion of DRAM capacity to non-DRAM business led to a palpable
increase in sales amount of the latter. Non-DRAM revenue increased by
14.3% year-on-year despite of a difficult fourth quarter. Leveraging the
strength in the PRC market, SMIC had increased its sales to domestic IC
companies by 28.0% during the year.

Available-for-sale financial assets — ZJJ Tourism

According to the latest published information available, ZJJ Tourism
recorded a turnover of approximately RMB87.3 million and a net loss of
approximately RMB33.4 million for the year ended 31 December 2008
respectively. Its operation made loss for the year mainly because of de-
consolidation of certain travel agents, the natural disasters happened
in Mainland China, keen competition and hardware deterioration of its
hotels. ZJJ Tourism foresees that the market will remain unstable and
spending on tourism will be reduced. To cope with the situation, ZJJ
Tourism plans to strengthen the marketing of its scenic spots, control
cost stringently, strengthen staff training and optimize its hardware. The
split share structure reform was not yet approved by shareholders. ZJJ
Tourism has not unveiled the reform procedure again up to date of this
announcement.
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Management Discussion and Analysis

EREN R R

LIQUIDITY AND FINANCIAL RESOURCES

Net asset value of the Group was approximately RMB757.6 million as at
31 December 2008, representing a decrease of RMB263.0 million year-
on-year. It was mainly the result of significant decrease in fair values of
the Group’s investment in equity securities listed in Hong Kong after the
stock prices plummeted to a low level. The drop in net asset value did
not affect the cash flow of the Group. The Group maintained a strong net
cash position. The Group had cash and cash equivalent of approximately
RMB551.6 million as at year end while it had no interest-bearing debts.
Cash collateral under the securities lending arrangement had been repaid
during the year. Current ratio (being the ratio of current assets to current
liabilities) deteriorated by 2.4 year-on-year to 4.3 as at the year end.
Gearing ratio (being the ratio of total interest bearing debts to total equity)
reduced to zero (2007: 18.4%).

The Group’s operation is generally funded by internal resources.

EXPOSURE TO FOREIGN CURRENCIES

The Group has certain exposure to foreign currency risk as most of its
business activities, assets and liabilities are denominated in USD, HK$
and RMB. The Group does not formulate a foreign currency hedging
policy at present as RMB is the functional currency of the Group. RMB
is relatively strong as compared with other currencies and its fluctuation
is relatively small. The Group will monitor its foreign currency exposure
closely and will consider hedging significant foreign currency exposures
when necessary.

CAPITAL COMMITMENT AND CONTINGENT
LIABILITIES

The Group had a capital commitment being an unpaid balance of capital
contributions to jointly controlled entities in an amount of approximately
RMB307.9 million as at 31 December 2008.

The Group had a capital commitment on certain property, plant and
equipments contracted for purchase but not provided for in an amount
of approximately RMB1.2 million as at 31 December 2007.

HUMAN RESOURCES

The Group employed around 660 staff members as at 31 December
2008 (2007: 360 staff members). The surge in workforce was mainly
due to recruitment of staff members after the start of travel and leisure
business and the acquisition of Sichuan Jiuyuan during the year. The
Group offers competitive remuneration package to its staff including
medical insurance and travel insurance. The Group strictly follows the
requirements regarding mandatory provident fund in Hong Kong and
state-managed pension scheme in PRC respectively.

The Directors’ emoluments consist of fees, salaries and allowances,
and discretionary bonus determined according to the performance of
individual Director.

FUTURE DEVELOPMENT

Giving the current market condition, the Group will concentrate its
resources on profitable WFAS business and travel and leisure business.
Further investment, including the investment fund with SBI Holdings Inc.,
will be conducted with extreme caution.
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Profile of Directors, Supervisors and Senior Management

B EEkafEERZEN

EXECUTIVE DIRECTORS

Mr. Xu Zhen Dong, aged 45, is an executive Director and the Chairman
of the Board. Mr. Xu is responsible for the Group’s overall strategic
planning, financial strategies and system planning. He graduated from
the Computer Science and Technology Department of Peking University
in 1987. He is the chairman of the board of Beida Jade Bird and Beijing
Beida Culture Development Company Limited.

Mr. Xu Zhi Xiang, aged 45, is an executive Director and the president of
the Company. Mr. Xu is responsible for the overall business development
of the Group based on the Group’s direction. He graduated from Peking
University with a bachelor degree in computer science and technology
specialising in software and subsequently obtained a master degree in
software engineering and computer science from Institute of Software,
Chinese Academy of Sciences. He is also the president of Beida Jade
Bird Group, the chairman of the board of Beijing Beida Jade Bird
BIS Company Limited and Beijing Jade Bird Information Technology
Education Development Company Limited, and vice chairman of the
board of Beijing Aptech Beida Jade Bird Information System Company
Limited and Weifang Beida Jade Bird Huaquang Technology Company
Limited.

Mr. Zhang Wan Zhong, aged 46, is an executive Director, vice
president and compliance officer of the Company. Mr. Zhang is primarily
responsible for the overall administration, compliance matters and
public relations of the Company. He graduated from Peking University
with a master degree in science. He worked in several administrative
departments of Peking University in the past including the vice president
of the Remote Sensing and Geographic Information System Department
of Peking University which was responsible for the State’s focal science
and technological project. He is also the vice president of Beida Jade
Bird, the director and general manager of Beijing Beida Jade Bird
Education Management Company Limited and the president of Beijing
Beida Education Investment Company Limited.
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Profile of Directors, Supervisors and Senior Management

B BEkafEERZEMN

NON-EXECUTIVE DIRECTORS

Mr. Liu Yong Jin, aged 61, is a non-executive Director of the Company.
Mr. Liu graduated from the School of Mathematical Sciences of Peking
University with a major in computing mathematics. He is a researcher
and senior engineer of Peking University. He participated in certain
national focal science and technological projects and was awarded the
second prize of Technological Achievement of Peking University and the
special prize in science of the State Ministry of Electronics Industry. Mr.
Liu is the vice president of Beida Jade Bird and is responsible for human
resources, administration and management.

Mr. Hao Yi Long, aged 45, is a non-executive Director of the Company.
Mr. Hao graduated from the Faculty of Microelectronics of Department of
Information of Peking University with a doctor degree. Mr. Hao is working
with Peking University. He is the chairman of the board of Yu Huan, the
dean of Graduate School of Microelectronics of Peking University and
the vice president of Chinese Society of Micro/Nano Technology. He
has published over eighty theses and possesses four State patents.
His research includes the design methodology, modeling, database
and simulation in Micro Electronical Mechanical System process
development, micro accelerometer and integrated circuits process
development.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Nan Xiang Hao, aged 73, is an independent non-executive
Director and the chairman of the Audit Committee. Professor Nan is
a part-time professor in the Graduate University of Chinese Academy
of Science. He was previously a consultant of The Fourth Information
Cryptology Commissary of the Chinese Computer Association. He has
been awarded various science awards such as the second prize in
science of the State Technological Achievement.

Professor Chin Man Chung, Ambrose, aged 43, is an independent
non-executive Director and a member of the Audit Committee. Professor
Chin graduated from the Department of Oriental Languages and Cultures
of Peking University with a master degree in Literature. He is a professor
of the History Department of Fudan University. He has published thesis
“Wa Fu Ji” and awarded the first prize of “Ji Xianlin” Oriental Literature
Prize.

Mr. Cai Chuan Bing, aged 69, is an independent non-executive Director
and a member of the Audit Committee. Mr. Cai graduated from Anhui
University of Finance and Trade. He had been a chief, deputy director
and a director of the Audit Committee of the Financial Department of the
Ministry of Communications. He is the chairman of the Communications
Branch of China Institute of Internal Audit. He is also a non-executive
director of Yue Da Mining Holdings Limited (stock code: 00629) whose
shares are listed on the Stock Exchange.
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Profile of Directors, Supervisors and Senior Management

B EEkafEERZEN

CHIEF SCIENTIST

Professor Wang Yang Yuan, aged 74, is appointed as the Chief
Scientist of the Company in May 2000. Professor Wang is responsible
for the Company’s overall technological research and development and
monitoring the investment in SMIC.

SUPERVISORS

Mr. Zhang Yong Li, aged 44, is chairman of the Supervisory
Committee. Mr. Zhang graduated from the Geology Department of
Peking University with a bachelor degree in science and subsequently
obtained a doctorate degree in engineering from China University of
Geosciences. He has been appointed as deputy general manager and
chief financial officer of Beida Jade Bird since November 1998. He is
mainly responsible for administration and finance.

Mr. Du Hong, aged 56, is an independent supervisor of the Company.
Mr. Du is the president of Institute of National Security Technology,
the supervisor of Information System Security Testing and Evaluation
Center of State Secrecy Administration, vice supervisor and secretary
of Information Security Committee of China Computer Federation
and vice supervisor of the Information Security Committee of Chinese
Information Association. He is a researcher and a tutor for candidates of
doctor’s degree. He has participated in the research and development
of information security and secrecy over years. He has awarded one
second prize of State Technological Achievement and ten Provincial
Technological Achievements.

Ms. Lu Qing, aged 44, is an independent supervisor of the Company.
Ms. Lu graduated from Peking University with a bachelor degree in
economics and subsequently obtained a master degree in economics
and politics. She obtained a master degree in business administration
from HEC School of Management, Paris, France in 1996. She has
extensive experience in investment consulting.

Mr. Li De Yong, aged 45, is an independent supervisor of the Company.
Mr. Li holds a master’s degree in law from the Peking University. He
worked in China National Heavy Machine Corp. and qualified as a senior
engineer. He participated in various environmental protection projects
and possessed extensive experience. He worked in human resources
department and the mechanical industrial human resource section of
Peking University subsequently and accumulated extensive experience
in human resources and management. He joined Beida Jade Bird as
assistant to president in year 20083.

Ms. Dong Xiao Qing, aged 40, is an supervisor of the Company. Ms.
Dong joined Beida Jade Bird in March 1997 and was responsible for
human resources management. She was appointed as the head of the
human resources department of the Company in June 2000. She has
over twelve years of experience in human resources in [T industry. She is
familiar with the State Labour Law and has practical experience in human
resources.
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Profile of Directors, Supervisors and Senior Management

B BEkafEERZEMN

SENIOR MANAGEMENT

Mr. Cai Wei Min, aged 42, is the general manager of Hebei Fire Alarm,
a non wholly-owned subsidiary of the Company. Mr. Cai graduated
with a bachelor degree in physics from Peking University in 1990. He
worked in Beijing Sida Technology Development Centre and Market
and Investment Committee of Chinese Academy of Social Sciences. He
was the general manager of Beijng Zhenghe Decoration Company. He
possessed extensive experience in marketing. He joined Hebei Fire Alarm
as general manager since June 2001.

Mr. Li Zhi Qin, aged 36, is the general manager of Wuhan Netsoft,
a non wholly-owned subsidiary of the Company. Mr. Li graduated
from School of Computer Science of Beijing University of Aeronautics
& Astronautics in 1995. He was the manager of the IBM Department
of Meihe Group and northern regional manager of Compaq Star
E-Commerce Technological Co., Ltd.. He was a deputy manager of
Wuhan Netsoft since January 2005 and was promoted as general
manager in July 2007.

Mr. Chan Zong Bin, aged 36, is the chairman of the board of Xiaoxiang
Tourism, a non wholly-owned subsidiary of the Company. Mr. Chan
graduated from the Renmin University of China with a bachelor degree.
He was a director and the general manager of Zhong Fu International
Advertisement Co., Ltd., the chief of the president’s office of Sanju
Mobile Industrial Co., Ltd, the president of Beijing Zhong Qing Media
Culture Co., Ltd. and the president’s assistant of Beida Jade Bird. He is
currently the vice president of Beida Jade Bird and a director in Xishui
Strong Year Co., Ltd. Inner Mongolia, the A shares of which are listed in
the PRC with its stock code of 600291.

Mr. Leung Wai Man, aged 38, is the financial controller and the
company secretary of the Company. He has over 16 years of experience
in auditing, accounting, taxation and financial management in Hong Kong
and the PRC. He holds a bachelor degree of Business Administration
from the Chinese University of Hong Kong and is a fellow member of
the Association of Chartered Certified Accountants and an Associate
Member of the HKICPA. He is also an Associate Member of the Institute
of Chartered Secretaries and Administrators and the Hong Kong Institute
of Chartered Secretaries.
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iGovemance Report
]

INTRODUCTION

The Company developed a set of documents to govern corporate
practice of the Company with reference to the CG Code as set out in
Appendix 15 of the GEM Listing Rules.

The Company has complied with all the code provisions of the CG Code
as set out in Appendix 15 to the GEM Listing Rules during the year
ended 31 December 2008.

Corporate governance of the Company is supported by the following list
of documents:

Code on the Corporate Governance;

2. Code of Conduct for Securities Transactions by Directors of the
Company (the “Securities Code”);

3. Duties of the Board of Directors;

4. Segregation of Duties between the Chairman and the President;

5. Disciplinary Rules of the Company;

6.  Term of Reference on the Audit Committee;

7. Term of Reference on the Remuneration Committee; and

8. Written Guidelines for Relevant Employees in respect of their
dealings in the securities of the Company.

BOARD OF DIRECTORS

Responsibility
The Board is accountable to the Shareholders. Detail responsibilities of
the Board are laid down in the Articles. Major duties include:

1.

14

holding Shareholders’ meeting and reporting work progress of the
Board to Shareholders;

executing resolution passed on Shareholders’ meeting;
deciding business plan and investment proposal;

preparing for plan regarding change in registered capital and
issuance of debenture;

setting out major merger and acquisition plan and disposal plan;

setting out job separation and dissolution plan of the Company if
necessary;

employment and dismissal of general manager; and

setting out proposal for amendment to the Articles.
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Corporate Governance Report
EREAMS

BOARD OF DIRECTORS (Continued)

Responsibility (Continued)

All Directors are free to access to corporate information for the purpose
of discharging their duties and responsibilities as directors. They may
seek independent professional advice if necessary at the Company’s
cost. All Directors have unrestricted access to the senior management of
the Company.

Composition

The Board comprises three executive Directors, two non-executive
Directors and three independent non-executive Directors at present.
Profiles of the Directors are detailed on pages 10 and 11 of this annual
report. Except for Mr. Cai Chuan Bing whose contract commenced on
20 October 2006, all Directors are appointed for a term of three years.
The term will end on 20 May 2009 being the date of 2008 annual general
meeting. All Directors are eligible for re-election.

Mr. Li Li Xin resigned as a non-executive Director on 6 March 2008.

The number of INEDs fulfils the minimum requirement of the GEM Listing
Rules. Mr. Cai Chuan Bing possesses appropriate financial accounting
expertise. All INEDs have confirmed to the Company in respect of their
independence for the year ended 31 December 2008. The Company still
considers the INEDs to be independent.

The emoluments of each Director are set out in note 12(a) to the financial
statements on page 68.

Separation of duty between chairman and president

Mr. Xu Zhen Dong is the chairman of the Company while Mr. Xu Zhi
Xiang is the president. Details of their duties are described in their profiles
on page 10 of this annual report.

Audit Committee

The Audit Committee is accountable to the Board. The primary duties
of the Audit Committee include monitoring the financial reporting
system and internal control procedure of the Group, reviewing
financial information, and advising the Board on the engagement and
independence of external auditors. The terms of reference are published
on the website of the Company.

The Audit Committee comprises three members. The chairman is
Professor Nan Xiang Hao. The two members are Professor Chin Man
Chung, Ambrose and Mr. Cai Chuan Bing.

The Audit Committee had conducted meetings to review the three
quarterly results and annual results of the Group for the year.
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BOARD OF DIRECTORS (Continued)

The Remuneration Committee

The Remuneration Committee is accountable to the Board. It is mainly
responsible for advising the Board on the remuneration policy of the
Board and senior management, advising the Board on remuneration
of non-executive Directors, structuring the remuneration package of all
executive Directors and senior management, and reviewing and approval

of performance bonus.

The Remuneration Committee comprises three members. The chairman
is Mr. Xu Zhi Xiang. The two members are Professor Nan Xiang Hao and
Mr. Cai Chuan Bing. The last two are INEDs. The terms of reference are

published on the website of the Company.

Among the emoluments of the five highest paid employees as stated in
note 12(b) to the financial statements on page 70, the emoluments of
two employees increased during the year. The emolument of the first
employee increased because of increase in discretionary bonus while the
emolument of the second employee increased because of increase in

basic salaries and allowances.

Nomination committee

The Board does not form a nomination committee. Any appointment or

roorate Governance Report

dismissal of Director is directly handled by Shareholders’ meeting.

Meetings

Before each Board meeting and sub-committee meeting, members are
notified reasonably in advance and are provided with detail agenda and
sufficient information. Notice period for board meeting is at least 15 days
in advance. The following table set out the attendance of each member
in these meetings during the year ended 31 December 2008:

Executive Directors
Mr. Xu Zhen Dong

Mr. Xu Zhi Xiang
Mr. Zhang Wan Zhong

Non-executive Directors
Mr. Liu Yong Jin

Mr. Hao Vi Long

Independent non-executive Directors
Professor Nan Xiang Hao

Professor Chin Man Chung, Ambrose

Mr. Cai Chuan Bing

Note:

(@) Mr. Xu appointed proxy to attend the 6th, 7th and 8th board meetings.
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(b) Mr. Zhang attended the 5th board meeting by phone.

(c) Mr. Liu appointed proxy to attend the 8th board meeting.

(d) Mr. Hao appointed proxy to attend the 5th board meeting.

(e) Professor Chin appointed proxy to attend the 4th, 6th and the 8th board

meeting.

) Besides board meetings, 5 board resolutions were passed during the year

ended 31 December 2008.
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Corporate Governance Report
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BOARD OF DIRECTORS (Continued)

Dealing with the Company’s securities

The Company has adopted Securities Code on terms no less exacting
than the required standard of dealings as set out in Rules 5.48 to 5.67
of the GEM Listing Rules. All Directors as well as employees who are
likely to be in possession of unpublished price-sensitive information are
governed by the Securities Code. Having made specific enquiries, all
Directors confirm that they have complied with the Securities Code for
the year ended 31 December 2008. The Company is not aware of any
non-compliance employees.

Directors’ and officers’ liability insurance

The Company has arranged liability insurance for all Directors, all
Supervisors and certain management against potential legal action
arising from their job duties.

SUPERVISORY COMMITTEE

The Supervisory Committee is set up according to the Articles and is
accountable to the Shareholders. It is mainly responsible for monitoring
the operation and management of the Company as well as the act of
Directors and senior management to prevent any abuse of power and
infringement of Shareholders’, Company’s and employees’ interest.

The Supervisory Committee comprises 5 members. The chairman is Mr.
Zhang Yong Li. The four members are Mr. Du Hong, Ms. Lu Qing, Mr. Li
De Yong and Ms. Dong Xiao Qing. Ms. Dong Xiao Qing is the employee
representative.

Meetings
The following table set out the attendance of each member in the
meetings held during the year ended 31 December 2008:

Mr. Zhang Yong Li SR AKF S

Mr. Du Hong MU AL

Ms. Lu Qing EEZt

Mr. Li De Yong TEBELE

Ms. Dong Xiao Qing Sy geg

Note:

(@) Mr. Du appointed proxy to attend the first supervisory meeting.

ACCOUNTABILITY AND AUDIT

Responsibility for preparation of accounts

The Directors acknowledge their responsibility for preparing the accounts
of the Company. As at 31 December 2008, the Directors were not aware
of any material uncertainties or events which may have a significant
impact on the Company’s ability to operate as a going concern. The
Directors have prepared the financial statements of the Company on a
going concern basis.
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ACCOUNTABILITY AND AUDIT (continued)
Independent Auditor

RSM Nelson Wheeler was reappointed as independent auditor of the
Company on the 2007 annual general meeting. Audit Committee had
reviewed the performance of RSM Nelson Wheeler as the external
independent auditor of the Company and proposed to reappoint her.
RSM Nelson Wheeler retires and a resolution for the reappointment will
be proposed at the forthcoming annual general meeting.

The responsibility of the independent auditor with respect to financial
reporting is set out in the Independent Auditor’s Report on pages 30 and
31.

Total auditors’ remuneration, including the remuneration payable to RSM
Nelson Wheeler, was RMB1,255,000 for the year ended 31 December
2008. Apart from it, the Company appointed RSM Nelson Wheeler to
provide certain non-statutory audit services.

The following table highlights details of certain significant non-statutory
audit services provided by RSM Nelson Wheeler and the corresponding
fees:
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Review of working capital sufficiency statement and  FRAESERIEHBA BB ZEAL S 147
statement of indebtedness regarding the major EN TS EESBPANEREH
transaction of provision of financial assistance to
Jinsheng
Review of unaudited pro-forma financial information and Bt 54 2 BEAR H BB A EEFZ 89
working capital sufficiency statement regarding the BEBER MR EELESEH
major transaction of formation of the Fund
Provision of training relating to enterprise and compliance ~ MAZAQRIEHABACERARET 100

Eopegll

matters to the Company

INTERNAL CONTROL

For the year ended 31 December 2008, the Directors had reviewed the
internal control of the Group to ensure its effectiveness and adequacy.
The review covered financial control, operation control, compliance
control and risk management control.

ON BEHALF OF THE BOARD
XU ZHEN DONG
Chairman

Beijing, the PRC
23 March 2009
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Re ort of the Directors
EEIWRE

The Directors hereby present their report and the audited financial
statements of the Company and the Group for the year ended 31
December 2008.

PRINCIPAL ACTIVITIES

The principal activities of the Group remained unchanged during the
year and is the research, development, manufacture, marketing and
sale of embedded system products including network security products,
wireless fire alarm systems and related products. The Group is also
engaged in the sale of computer products and the development of travel
and leisure business.

RESULTS AND DIVIDENDS

The Group’s results for the year ended 31 December 2008 is set out in
the financial statements on page 32. The state of affairs of the Group
and the Company at that date are set out in the financial statements on
pages 33 and 34 and note 37 to the financial statements respectively.

The Directors do not recommend the payment of a final dividend (2007:
RMB2 cents) for the year.

No interim dividend was declared in 2008 (2007: RMBNIl).

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and minority
interests of the Group for the last five financial years is set out on
page 100. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 16 to the financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in share capital of the Company are set out in
note 36 to the financial statements.

For the year ended 31 December 2008, no share options were granted
under the employee share option scheme (2007: Nil). Details of the
Company’s employee share option scheme are set out in note 39 to the
financial statements.

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company maintains a sufficient
public float as at date of this report.

BANK BORROWINGS

Details of the bank borrowings of the Group are set out in note 32 to the
financial statements.

DONATIONS
The Group had made donations of RMB1,520,000 (2007: RMBNil)
during the year ended 31 December 2008.
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DISPOSAL OF SUBSIDIARIES

The Group had no material disposal of subsidiaries during the years
ended 31 December 2008 and 2007.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles or the Company Law of the PRC which oblige the Company to
offer new shares on a pro rata basis to its existing shareholders.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the year ended 31
December 2008 (2007: Nil).

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 38 to the financial statements and in
the consolidated statement of changes in equity respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2008, an amount of approximately RMB377.7 million
(2007: RMB377.7 million) standing to the credit of the Company’s capital
reserve account and an amount of approximately RMB76.8 million (2007:
RMB76.8 million) standing to the credit of the Company’s statutory
reserve funds, as determined under the PRC accounting standards and
regulations, were available for distribution by way of future capitalisation
issue in accordance with the PRC Company Law. The Company had,
as detailed in note 38(b) to the financial statements, retained profits of
approximately RMB96.5 million (2007: RMB134.5 million). Details of the
distributable reserves are set out in note 38 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2008, sales to the Group’s five
largest customers accounted for 22.8% (2007: 37.0%) of the total
sales for the year while the largest customer accounted for 7.9% (2007:
21.1%) of the total sales for the year. Purchases from the Group’s
five largest suppliers accounted for 39.9% (2007: 58.2%) of the total
purchases for the year while the largest supplier accounted for 9.4%
(2007: 24.0%) of the total purchases for the year.

The Group has sold certain products to certain companies with the
same ultimate substantial shareholder of the Company or with significant
influence. Details of transactions are set out in note 43 to the financial
statements. Save as aforesaid, none of the Directors or any of their
associates or any shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued share capital)
had any beneficial interest in the Group’s five largest customers and
supplies.

20 Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t Rt AS BERF

& BB 2 7
RBE-TE/\FR-FBLF+-A=+—
SN IR 5 20E PG PNGE:

(==
=

Bt
AR 2 ERMB K B A RAT I M BIRE
SRR IE  REAR AARRE R R
B -

BE BOsHERARRAZLED
ik
ARARAAANBRAARBE - TTNE
+ZA=+—-BILEEABERE - BRI
ERARENLFRF(—TELF : §) -

e
FR - ARATRAEEEE L BHEE - HF)
TR R EES8 AR A R B B IR -

A 53 iR ok 4
R-ZZEZNFE+_A=+—H ' BHEH
B ARE  ARBIZERABEERENOAR
¥ 377700000 L (ZZEZ+F @ AR
377,700,0007t ) * ARAR B ZIATERERE
LHARMET6,800,000( —EZT+FE : AR
#:76,800,0007T) © HE B HIZBHHEE
EEEJJ&%EEW PR A R SR LA AN B
AFTAEARADIE - ARAFEEBFEFLY
}\Eﬁz965ooooom_7?t¢ AR
134,500,0007T) * #1525 HE M FE38(b)
Al IR 2 FEIB BN B SRR MI7E38 ©

FEEZRRMER
(E_EEN\FE+_A=+—HILFE » AR
EBAARF ZHEHET 2 FAEERE22.8%
(ZEZTLF : 37.0%) ' ZARFIhEFHEIHE
ERE7I%(ZTTHF  211%) > MAAER
TR 2 SRR (L 2 FAREE830.9% (=
DT 1 58.2%) @ I AMEREE 2 FERE
FHQ.4%(ZZTZTLF : 24.0%) ©

AEEHEEETERTETAR  M&EKEAA
HEARNBYZR—RRESREILH] - k%R
RHEEEATEN - XHZFBHNTER
K43 o B EXCFTHLES  EFEREE 2T
B8 A TSI MRR(BEESHN - #AX
NEIDBEITRAS A &)W EES AEB R
AEPRELEm 2 B o

BB BR AR



Report of the Directors
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DIRECTORS AND SUPERVISORS

The Directors and Supervisors during the year and up to the date of this
report were:

Executive Directors:
Mr. Xu Zhen Dong

Mr. Xu Zhi Xiang

Mr. Zhang Wan Zhong

Non-executive Directors:

Mr. Liu Yong Jin

Mr. Hao Yi Long

Mr. Li Li Xin (resigned on 6 March 2008)

Independent non-executive Directors:
Professor Nan Xiang Hao

Professor Chin Man Chung, Ambrose
Mr. Cai Chuan Bing

Supervisors:

Mr. Zhang Yong Li
Mr. Du Hong

Ms. Lu Qing

Mr. Li De Yong

Ms. Dong Xiao Qing

In accordance with the provisions of the Articles, all Directors and
Supervisors are eligible for re-election.

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS

Except for Mr. Cai Chuan Bing whose contract commenced on 20
October 2006, each of the Directors and Supervisors has entered into a
service contract with the Company for a term of three years commencing
on 30 June 2006 and ending on 20 May 2009, being the date of the
2008 annual general meeting.

Save as disclosed above, none of the Directors or Supervisors has
any existing or proposed service contracts with the Company as at 31
December 2008, excluding contracts expiring or determinable by the
Company or any of its subsidiaries within one year without payment of
compensation other than statutory compensation.

PROFILE OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

Profile of the Directors, Supervisors and the senior management of the
Group are set out on pages 10 to 13.

DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN CONTRACTS

No Director and Supervisor had a material interest, whether directly or
indirectly, in any contract of significance to the business of the Group to
which the Company, its holding company, or any of its subsidiaries or
fellow subsidiaries was a party during the year.
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SUPERVISORS’ AND CHIEF

EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

At 31 December 2008, the interests (including interests in shares and
short positions) of the Directors, Supervisors and chief executive in the
share capital of the Company or its associated corporations (within the
meaning of Part XV of the the SFO, which will be required to be notified
to the Company and the Stock Exchange pursuant to section 352 of the
SFO to be entered into the register referred to in that section or Rules 5.46
of the GEM Listing Rules relating to securities transactions by Directors,
to be notified to the Company and the Stock Exchange, were as follows:

Long positions:

> =

22

Note
Name of Director EElE Hizt
Mr. Xu Zhen Dong HRERAE @
Mr. Xu Zhi Xiang REREE (@)
Mr. Zhang Wan Zhong RERLE @
Mr. Liu Yong Jin B (@)
Name of Supervisor e
Mr. Zhang Yong Li RAFIEE @
Mr. Dong Xiao Qing ERELT @

The above Directors and Supervisors are taken to be interested in the
issued share capital of the Company through their respective interests as
beneficiaries, among other beneficiaries, of Heng Huat trust (“Heng Huat
Trust”). By a declaration of Heng Huat Trust made as a deed on 19 July
2000, Mr. Xu Zhen Dong, Mr. Zhang Wan Zhong and Ms. Liu Yue (who has
been replaced by Mr. Xu Zhi Xiang since 9 May 2003 as a trustee) declared
that they held the shares of Heng Huat Investments Limited (“Heng Huat”) as
trustees for the benefits of over 300 employees of JB Software, Beida Jade
Bird, Yu Huan and It R XIBIEAE SEHZIR D ER A (Beiing Tiangiao
Beida Jade Bird Sci-Tech Company Limited) (“Beijing Tiangiao”) and their
respective subsidiaries and associated companies and the Company. Heng
Huat is beneficially interested in the entired issued share capital of Dynamic
Win Assets Limited (“Dynamic Win”), and is taken to be interested in
205,414,000 shares of the Company which Dynamic Win is interested. Mr.
Xu Zhen Dong, Mr. Zhang Wan Zhong and Mr. Xu Zhi Xiang (who replaced
Ms. Liu Yue as a trustee on 9 May 2003 upon Ms. Liu’s resignation as a
trustee on the same date) are trustees holding 60, 20 and 20 shares out of
100 shares in the issued share capital of Heng Huat.
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DIRECTORS’, SUPERVISORS’ AND CHIEF
EXECUTIVE’S INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES (Continued)

Save as disclosed above, none of the Directors, Supervisors and chief
executive had registered an interest or short position in the shares or
underlying shares of the Company or any of its associated corporations
that was required to be recorded pursuant to section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange pursuant
to Rule 5.46 of the GEM Listing Rules.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES

Save as disclosed in note 39 to the financial statements, at no time
during the year were rights to acquire benefits by means of the
acquisition of shares in the Company granted to any Director and
Supervisor or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company, its holding company, or
any of its subsidiaries or fellow subsidiaries a party to any arrangement to
enable the Directors and Supervisors to acquire such rights in any other
body corporate. As at 31 December 2008, none of the Directors or the
Supervisors had any rights to acquire H Shares in the Company.

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

At 31 December 2008, the following interests and short positions of the
issued share capital of the Company were recorded in the register of
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interests required to be kept by the Company pursuant to Section 336 of i + E24% T4l AR TE%TTHXKZ%@EE@
the SFO: B
Long positions: HaE
Approximate
percentage of
the Company’s  Approximate Approximate
total number  percentage of percentage of
of issued the Company’s  the Company’s
promoters shares total number of issued
Number of 5425 issued H Shares share capital
Capacity and ordinary EETHEA fi&48 &A%
Name Notes nature of interest shares held BHEY ERTHREY EETRE
AT i SHREREE HRLERYE BaENtt BaENt BaENtt
1. Peking University (@ Through controlled 310,000,000 44.29%  Not applicable 26.16%
ERAE corporations A
ERZEH AR
2. Beijng Beida Yu Huan Microelectronics (@) Directly beneficially owned 85,000,000 12.14%  Not applicable 7.17%
System Engineering Co., Ltd. EREnlE TR

EREATRUET ZHERRT
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SUBSTANTIAL SHAREHOLDERS’ AND FEREEHMATHERHM RIE

OTHER PERSONS’ INTERESTS AND SHORT MR ZzHEZREXE @

POSITIONS IN SHARES AND UNDERLYING

SHARES (Continued)

Long positions: (Continued)

Name

4]
3. Beijing Beida Jade Bird Software

System Co., Ltd.
FREABERHZRERDF

4. Beiing Beida Jade Bird Limited
FREABEERERLT

5. Heng Huat Investments Limited

6. Dynamic Win Assets Limited

YBEEERAA

7 Mongolia Energy Corporation Limited
FhRERAR

8. New View Venture Limited

9. Asian Technology Investment
Company Limited
SNRIRERRAR

10.  Taifook Securities Company Limited
ANERFERAT

11, Taifook Finance Company Limited

RENBERAT

2. Taifook (BVI) Limited

()

6

Capacity and
nature of interest

SHRERME

Directly beneficially owned and

through a controlled

corporation
BRERHER

iFEb e 1UNG]

Directly beneficially owned

ERERRE

Through a controlled
corporation

BRREHIRA

Directly beneficially owned

BEREGHRE

Through a controlled
corporation
BBRER LA

Directly beneficially owned

ERERRE

Directly beneficially owned

ERELHA

Directly beneficially owned

BRERHRE

Through a controlled
corporation
i YN

Through a controlled
corporation

BRRARINE

Number of
ordinary
shares held

HELERYE

225,000,000

115,000,000

205,414,000

206,414,000

84,686,000

84,586,000

50,000,000

80,800,000

80,800,000

80,800,000

Approximate
percentage of
the Company’s
total number

of issued
promoters shares
VG
EBTHEA
R4
BaENtt

32.14%

16.43%

29.34%

29.34%

12.08%

12.08%

7.14%

Not applicable
TEm

Not applicable
ek

Not applicable
TER

Approximate
percentage of
the Company’s
total number of
issued H Shares
ExAT
BHTHIR Y
BaENt

Not applicable
TEm

Not applicable
TR

Not applicable
TEm
Not applicable
TER
Not applicable
TEm
Not applicable
TEm
Not applicable
TER

16.67%

16.67%

16.67%
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Approximate
percentage of
the Company’s
issued

share capital
I YAG
E#TRA
BaENt

18.99%

9.71%

17.34%

17.34%

7.14%

7.14%

4.22%

6.82%

6.82%

6.82%
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES (Continued)

Long positions: (Continued)

Notes:

(@

Peking University is taken to be interested in 26.16% of the total issued
share capital of the Company through the following companies:

(i) 85,000,000 shares (representing approximately 7.17% of the
Company’s total issued share capital) held by Yu Huan, which is
95% beneficially owned by Peking University;

(i) 110,000,000 shares (representing approximately 9.28% of the
Company’s total issued share capital) held by JB Software, which is
48% beneficially owned by Peking University; and

(iii) 115,000,000 shares (representing approximately 9.71% of the
Company’s total issued share capital) held by Beida Jade Bird,
which is beneficially owned by Peking University.

On 21 January 2008, the Company had been notified by Yu Huan and JB
Software that both companies had entered into share transfer agreements
with T4t A E SRHE B R A F (Hang Zhou Beida Jade Bird Sci-Tech
Co., Ltd. (“HZ Jade Bird”), a non wholly-owned subsidiary of Beida Jade
Bird which is 80% beneficially owned by it, respectively on 18 January 2008
whereas both companies agreed to sell to HZ Jade Bird their entire equity
interests in the Company subject to approvals by BBl B & EE B B
ZE& (State-owned Assets Supervision and Administration Commission
of the State Council, “SASAC”). The transfer of Yu Huan was approved by
SASAC on 19 December 2008 while the transfer of JB Software was still
pending for approval as at 31 December 2008.

The interest of JB Software comprises 110,000,000 shares held by JB
Software itself and 115,000,000 share held by Beida Jade Bird, which is
46% beneficially owned by JB Software.

The shares of the Company are held by Dynamic Win, which is beneficially
wholly-owned by Heng Huat.

The shares of the Company are held by New View Venture Limited, which is
wholly-owned by Mongolia Energy Corporation Limited.

The shares are held by Taifook Securities Company Limited, which is
directly wholly-owned by Taifook Finance Company Limited and indirectly
wholly-owned by Taifook (BVI) Limited.

Save as disclosed above, no person, other than the Directors and
Supervisors of the Company whose interests are set out in the section
“Directors’, Supervisors’ and Chief Executive’s interests and short
positions in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section 336 of
the SFO.
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COMPETING INTERESTS

None of the Directors, Supervisors, the management shareholders of the
Company and their respective associates (as defined in the GEM Listing
Rules) had an interest in a business which competes or may compete
with the businesses of the Group, or may have any conflicts of interest
with the Group pursuant to the GEM Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

AND CONNECTED TRANSACTION

On 15 May 2007, Hebei Fire Alarm entered into a supply agreement
with Shanghai Jade Bird Fire pursuant to which Hebei Fire Alarm agreed
to supply fire alarm system products to Shanghai Jade Bird Fire for a
period of 28 months ended 31 December 2005 and a renewed period of
3 years ended 31 December 2008 to secure a reasonable revenue and
profit. Annual cap of the transaction was approximately RMB6.6 million.
Beida Jade Bird is one of the promoters of the Company. Shanghai Jade
Bird Fire is a non wholly-owned subsidiary indirectly owned by Beida
Jade Bird and is thus considered to be an associate of Beida Jade Bird
under the GEM Listing Rules. Hebei Fire Alarm is a non wholly-owned
subsidiary of the Company. As a result, Shanghai Jade Bird Fire is
considered to be a connected person of the Company under the GEM
Listing Rules.

On 19 December 2008, Hebei Fire Alarm and Shanghai Jade Bird Fire
entered into a renewal agreement pursuant to which Hebei Fire Alarm
will continue to supply fire alarm products to Shanghai Jade Bird Fire for
three years ending 31 December 2011. Annual caps are renewed to be
RMB6.9 million, RMB7.6 million and RMB8.5 million for each of the three
years ending 31 December 2009, 2010 and 2011 respectively.

On 15 May 2007, Wuhan Netsoft entered into a supply agreement with
Beijing Jade Bird IS pursuant to which Wuhan Netsoft agreed to supply
network management products and firewall products to Beijing Jade Bird
IS for a period 3 years ended 31 December 2008 to secure a reasonable
revenue and profit. Annual cap of the transaction was approximately
RMB2.8 million. Beijing Jade Bird IS is a non wholly-owned subsidiary
indirectly owned by Beijing Tiangiao. Beida Jade Bird controlled the
composition of the majority of the board of directors of Beijing Tiangiao
at that time. Beijing Jade Bird IS is therefore considered to be an associate
of the Company under the GEM Listing Rules.

Both transactions are entered into in the ordinary and usual course of the
Group’s business.

The INEDs had reviewed the aforesaid continuing connected
transactions during the year ended 31 December 2008 and confirmed
that the transactions have been entered into in the ordinary and usual
course of business of the Company, on normal commercial terms and
in accordance with the relevant agreements governing them on terms
that are fair and reasonable and in the interests of the Shareholders as a
whole.
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Report of the Directors
EEEWE

CONTINUING CONNECTED TRANSACTIONS
AND CONNECTED TRANSACTION (Continued)

RSM Nelson Wheeler confirmed that the aforesaid continuing connected
transactions had been approved by the Board, were in accordance
with the pricing policies of the Group and had been entered into in
accordance with the corresponding supply agreements. RSM Nelson
Wheeler further confirmed that the value of annual sales made by Hebei
Fire Alarm to Shanghai Jade Bird Fire and Wuhan Netsoft to Beijing
Jade Bird IS did not exceed the prescribed caps of RMB6,600,000 and
RMB2,800,000 respectively.

Save as disclosed above, the related party transactions as disclosed
in note 43 to the financial statements do not constitute connected
transaction or continuing connected transaction of the Company under
the GEM Listing Rules.

POST BALANCE SHEET EVENTS

The Group had no significant post balance sheet events after 31
December 2008 (2007: Nil).

AUDIT COMMITTEE

The Company established its Audit Committee with terms of reference
in compliance with Rules 5.28 and 5.33 of the GEM Listing Rules. The
primary duties of the Audit Committee include monitoring the financial
reporting system and internal control procedure of the Group, reviewing
financial information and advising the Board on the engagement and
independence of external auditors.

The Audit Committee comprises three members. The chairman is
Professor Nan Xiang Hao. The two members are Professor Chin Man
Chung, Ambrose and Mr. Cai Chuan Bing. All are independent non-
executive Directors. The Audit Committee had held meeting and
reviewed the Group’s annual results for the year ended 31 December
2008.

INDEPENDENT AUDITOR

RSM Nelson Wheeler was appointed as independent auditor of the
Company with effect from 4 September 2006 to fill in the casual vacancy
after the Company terminated Emst & Young’s appointment and Ermnst &
Young agreed to resigned on the same date.

RSM Nelson Wheeler retire and a resolution for the reappointment of
RSM Nelson Wheeler as auditor of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD
XU ZHEN DONG
Chairman

Beijing, the PRC
23 March 2009
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Report of the Supervisory Committee

s
EEemRs

To the Shareholders:

During the year ended 31 December 2008, the Supervisors of the
Supervisory Committee have strictly complied with the requirements
of “the Company Law of the People’s Republic of China”, “the Rules
Governing the Listing of Securities on the Growth Enterprise Market
of The Stock Exchange of Hong Kong Limited” and the Articles of
Association of the Company and adhered to the principles of honesty
and integrity in discharging our supervisory duties and obligations
faithfully and safeguarding the interests of the Shareholders, the
Company and its staff and be accountable to the Shareholders.

During the year ended 31 December 2008, a total of four Supervisory
Committee meetings were held.

1. The fourth meeting of the third session of the Supervisory
Committee was held on 25 March 2008 to review the annual
results of the Company for the year ended 31 December 2007.

2. The fifth meeting of the third session of the Supervisory Committee
was held on 15 May 2008 to review the first quarterly results of the
Company for the three months ended 31 March 2008.

3. The sixth meeting of the third session of the Supervisory
Committee was held on 12 August 2008 to review the second
quarterly results of the Company for the six months ended 30 June
2008.

4. The seventh meeting of the third session of the Supervisory
Committee was held on 12 November 2008 to review the third
quarterly results of the Company for the nine months ended 30
September 2008.

Subsequent to the year end, the eighth meeting of the third session of
the Supervisory Committee was held on 23 March 2009 to review the
annual results of the Company for the year ended 31 December 2008.

The Supervisory Committee had discharged its supervisory functions
over the Board and the senior management, including the general
manager and the deputy general managers, and the operations and
management of the Company during the year ended 31 December
2008.
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oort of the Supervisory Committee

SRS

As a result of the work above, the Supervisory Committee is in a position
to express its independent opinion in respect of the following matters:

1.

The first, second and third quarterly results of the Company for the
year 2008 and its annual results for the year 2008 have reflected
the financial and operating positions of the Group on a true and fair
basis.

The senior management of the Company has not abused their
authority to prejudice the interests of the Shareholders, the
Company and its staff, nor contravened the laws and regulations
and the Articles of Association of the Company in discharging its
duties.

The Company was not threatened with any major litigation nor was
there any matter that the Supervisory Committee had intervened
with or threatened against the Board.

The continuing connected transactions of the Company were fair
and reasonable. No act prejudicing the interests of the Company
has been identified.

We would like to express our appreciation for the strenuous supports
given by the Shareholders, the Directors and all staff to the work of the
Supervisory Committee during the year.

BY ORDER OF THE SUPERVISORY COMMITTEE

Zhang Yong Li
Chairman

Beijing, the PRC
23 March 2009
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Independent Auditor’s Report
B Z SR

RSM Nelson Wheeler

E(BR)SETOMEHM

%deWMmeWMMS

To the shareholders of
Beijing Beida Jade Bird Universal Sci-Tech Company Limited
(Incorporated in the People’s Republic of China with limited liability)

REPORT ON THE FINANCIAL STATEMENTS

We have audited the consolidated financial statements of Beijing Beida
Jade Bird Universal Sci-Tech Company Limited (the “Company”) set
out on pages 32 to 99, which comprise the consolidated balance sheet
as at 31 December 2008, and the consolidated income statement,
consolidated statement of changes in equity and consolidated cash
flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and
the true and fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”) and the
disclosure requirements of the Hong Kong Companies Ordinance.This
responsibility includes designing, implementing and maintaining internal
control relevant to the preparation and the true and fair presentation of
financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit and to report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Except
for the limitation in the scope of our work as described in the basis for
qualified opinion paragraph, we conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the HKICPA. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements 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 financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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Independent Auditor’s Report
TN IZ BN AR

To the shareholders of
Beijing Beida Jade Bird Universal Sci-Tech Company Limited
(Incorporated in the People’s Republic of China with limited liability)

Basis for qualified opinion

As stated in note 20 to the financial statements, the directors of the
Company considered that no goodwill or excess of acquirer’s interest
in the net fair value of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost should be recognised in the consolidated
financial statements for the acquisition of Beijing Chengjian Donghua
Real Estate Development Company Limited (“Chengjian Donghua”)
for the year ended 31 December 2005. However, we have not been
provided with sufficient evidence to satisfy ourselves that the net fair
value of the identifiable assets, liabilities and contingent liabilities of
Chengjian Donghua as at the acquisition date is same as the cost of
acquisition. There are no other satisfactory audit procedures that we
could adopt to determine whether no goodwill or excess of acquirer’s
interest in the net fair value of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost is fairly stated in the financial statements.
Any adjustment to the above might have a consequential effect on the
gain on disposal of Chengjian Donghua and results for the year ended
31 December 2007. Our auditor’s report on the consolidated financial
statements for the year ended 31 December 2007 was modified
accordingly.

Qualified opinion arising from prior year audit qualification

In our opinion, except for the possible effect on the corresponding figures
for 2007 as described above, the consolidated financial statements give
a true and fair view of the state of affairs of the Group as at 31 December
2008 and of the Group’s results and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

REPORT ON OTHER MATTERS

In respect alone of the limitation on our work relating to Chengjian
Donghua, we have not obtained all the information and explanations that
we considered necessary for the purpose of our audit.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

23 March 2009
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COHSO"dated |ﬂCome Statement For the year ended 31 December 2008

FEWRER az—s= s 1-p=1 useE

Turnover
Cost of sales and services
Gross profit

Other income

Distribution costs
Administrative expenses
Other operating expenses

Profit/(loss) from operations

Finance costs
Change in fair value of
derivative financial instruments
Share of loss of an associate
Share of losses of jointly
controlled entities
Gain on disposal of an associate
Gain on termination of derivative
financial instruments
Loss on deemed disposal of
a subsidiary

Impairment loss on available-for-sale

financial assets
(Loss)/profit before tax
Income tax expense
(Loss)/profit for the year
Attributable to:

Equity holders of the Company
Minority interests

Dividend

(Loss)/earnings per share
Basic

BEH
HHE RIRIERA
EF

HAA
7 $HAAR
TTHF
HAEERX

S, (B518)

BUERA
TTHEF BT ARTE
fE1E— I & R R B
FEIE KRS B B 1R

HE—KEE QR
RIEOTE M T A es

BRHE—RMBAR
g

A HEM B EERE
BB

RRFLAI(B518),EaF

TS HR

REE(ER)#F

&4k -

RARBHEREA
DR

Bx2

BR(EE) &2
BN

Note
iz

34

10

14

15

2008 2007
ZETN\EF TETLE
RMB’000 RMB’000
ARETT ARBEFIT
171,658 156,141

(130,990) (130,595)
40,668 25,546
56,098 16,327

(17,615) (24,081)

(30,005) (19,947)

(13,837) (12,069)

35,309 (14,224)

(36,401) (38,884)

- (7,064)

- 861)

(1,599) -

- 386,125

7,064 -

- 1)

(182,149) -
(177,776) 325,071

(13,216) (43,587)
(190,992) 281,484
(192,503) 282,494

1,511 (1,010)
(190,992) 281,484

- 23,696

RMBA R RMBA R

(16.2) cents%

23.8 centsy
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Consolidated Balance Sheet ats1 pecermber 2008
e BEBER n-zz st-A=1-8

2008 2007
—ETINE —ET+F
Note RMB’000 RMB’000
WigF ARETT AREFTT
Non-current assets FERENEE
Property, plant and equipment Yz - BB RiEtE 16 46,272 23,896
Prepaid land lease payments TE 3 AH & FRIE 17 5,608 5,693
Goodwill Bk 18 6,125 6,125
Other intangible assets E{ﬂlﬁﬁﬁﬁﬁ 19 26,801 -
Investments in jointly controlled entities 7 £ R34 5 & 5248 & 21 32,919 -
Available-for-sale financial assets A EEENSEE 22 140,400 377,291
258,125 413,005
Current assets RENEE
Inventories FE 23 16,132 13,112
Trade receivables RUE SR 24 19,166 20,549
Loan receivable EWE R 25 - 130,120
Due from a shareholder e — %Hx?m 26 47 47
Due from related parties FEUR B EsE A LR 27 402 388
Prepayments, deposits and SEENE R ?ﬁ@&ﬁi\@
other receivables e A 28 7,617 23,159
Financial assets at fair value BAFER ABF K
through profit or loss BB I EE 29 10,513 -
Non-pledged time deposits with ESEE R B HA B iR
original maturity of more than =& Az &\ A
three months when acquired TEHFER 30 46,873 89,488
Cash and cash equivalents Be MREEEY 30 551,622 654,107
652,372 930,970
Total assets HEE 910,497 1,343,975
Current liabilities mEaRE
Trade payables FERTE 5 8RR 31 23,645 20,408
Advances from customers TR E PR 9,917 6,269
Accruals and other payables FE 8 A R E A ERTFIR 37,596 46,471
Due to a shareholder B — R AR R FRIE 26 2,120 1,050
Due to related parties FEITEEHE A LR 27 4,072 2,029
Dividend payables FERRE 10,277 -
Bank loans RITE R 32 - 10,000
Current tax liabilities BNEATRIE & & 65,279 52,663
152,906 138,890
Net current assets HREEEFE 499,466 792,080
Total assets less current BEERRHER
liabilities 757,591 1,205,085
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Non-current liabilities
Other loan
Derivative financial instruments

NET ASSETS

Capital and reserves
Share capital
Reserves

Equity attributable to equity holders
of the Company

Minority interests

TOTAL EQUITY

onsolidated Bala
HEBEERBR n-2=

— ==

Shee

NE+ZA=+—A

#RBAR
HER
TAEMBTA

FAE

EXRfHE
B
féffa

ARBIBAERE A
FEfEHERS
DY RS

4Bt

Approved by the Board of Directors on 23 March 2009

XU ZHEN DONG

FFiRER
Director

£

34

At 31 December 2008

2008 2007

—EENEF ZETF

Note RMB’000 RMB’000
WigF AREFx AREFTT
33 - 177,711
34 - 6,783
- 184,494

757,591 1,020,591

36 118,480 118,480
598,989 843,985

717,469 962,465

40,122 58,126

757,591 1,020,591

R-EENF=A-T=HESFSE

XU ZHI XIANG
wHEH

Director

EF
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/0 SQ ngjted Statement of Changes IN EQUILY For the year endea 31 December 2008
MEEREDWMER sz-ss/\s1-A=t AreR

Attributable to equity holders of the Company

FATREREARE
Investment
Foreign revaluation Proposed
currency  reserve/ final Minority
Share  Capital  Reserve translation  (deficit) Retained dividend interests Total

capital  reserve  funds  reseve REEfE  profits K Total  DHEEFE  equity
Bd  abG  BBEE  ERGE BE/(FY) IsBH AYRS At B GER
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB000  RMB000  RMB'000
ARBTT ARETT ARETT ARETT ARETR ARETT ARETR ARETT ARETR ARETR
Note 38 (c)f) Note 38 (c)f)
W38 HES8

At 1 January 2007 A-TELE-A-8 118480 77720 53787  (3616) 53288 168934 - BB 4019 T8

Change in fair value of HEENTEE

avallable-for-sale LIERS

financial assets - - - - (49,082) - - (49082) 13075 (36,007)
Impaiment on avaiable- AR RAERE

for-sale financial assets - - - - 522 - - 522 - 522
Tranglation differences EHER - - - [20551) - - - [20551) - (051)
Net (expense)income ERNERRAL

recognised diectly inequity (k) /MAEE - - - (051)  (48560) - - BoiMt) 13075 (36,036
Proff/loss) for the year KERER/ (BR) - - - - - B4 - 404 (1010) 281484

Total recognised income and ~ AFERRIMAR

expense for the year RxiE - - - (20561) (48560) 28249 - 21338 12066 225,448
Transfer ke - - ue - - 4187) - - - -
Loss on deemed disposalof ~ RAHE-FHEA

asubsidiary g - - - - - - - - il 2
Capttal contribution from PHRRESTE

minority interests - 489 - - - - - 489 41,761 42,250
2007 proposed final dividend ~ ~EE+ERE KRS

(note 14) (Wit14) - - - - - (2369) @ 2369% - - -
At 31 December 2007 RZZEtE

+-A=1-H 118480 878,209 77,974 (44,167) 4728 403545 28696 962,465 58,126 1,020,591
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At1 January 2008

Change in fair value of
avallable-for-sale
financial assets

Impairment on available-
for-sale financial assets

Termination of derivative
financial instruments

Tranglation differences

Net expense recognised
directly in equity
(Loss)/profit for the year

Total recognised income and
expense for the year
Transfer
Dividend paid
Acquisttion of a subsidiary
Capital contribution
from minorty interests

At 31 December 2008

36

FBK =z

HIEFE

Attributable to equity holders of the Company

onsolidated Statement of Changes IN EQUILY For the year endea 31 December 2008
—FFN\F+-A=+—

FATREREARE
Investment
Foreign revaluation Proposed
currency  reserve/ final Minority
Share  Capital  Reserve translation  (deficit) Retained dividend interests Total
capital  reserve  funds  reseve IREEfE  profits K Total  DERE  equity
hE  ERG  BREE  ERRE BE/(BY) I8BEY RURS ait BE gER
RMB'000  RMB0O0 RMB'0OO0  RMB0O0 RMBOO0 RMB'0O0  RMB0O0 RMB'OO0  RMB'000  RMB'000
ARBTT ARETT ARETT ARETT ARETR ARETT ARETR ARETT ARETR ARETR
Note 38 (c)f) Note 38 (c)f)
W38 HES8
RZEEN\F-A-H 118480 378,209 77,974 (44,167) 4728 403545 23096 962,465 58,126 1,020,591
A EENTAE
ATERY
- - - - (198.965) - - (198965)  (21,133) (220,098)
e REERE
- - - - 182149 - - 182149 - 182149
RIHTEBBTE
- - - [81) - - - (281) - (081)
EizE - - - (1) - - - () - )
ERNERRRL
THFE - - - (11492)  (16816) - - 8308)  [1,133) (49441
KEE (BE) /57 - - - - - (192503) - (192503) 1511 (190992)
AEEERIAR
R s - - - (11492)  (16816) (192,508) - (20811)  (19622) (240433)
bl - (¢89) - - - - - (£89) 489 -
EfikE - - - - - - (2369) (23,69%) - (236%)
YE-FHERA - - - - - - - - 884 884
JERFERTE
- - - - - - - - 245 245
R-FENE
+ZA=+-8 118480 977,720 77974  (55659) (12,088) 211,042 - TT460 40122 757501
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QOHSO"daLed CaSh FlOW Statement For the year ended 31 December 2008
MEREMER sz-s2/s+-A=1—A1%x

CASH FLOWS FROM
OPERATING ACTIVITIES

(Loss)/profit before tax

Adjustments for:

Allowance for doubtful other
receivables

Allowance for doubtful trade
receivables

Allowance for obsolete and
slow-moving inventories

Bank interest income

Change in fair value of derivative
financial instruments

Change in fair value of financial assets
at fair value through profit or loss

Depreciation and amortisation
expenses

Excess of the Group’s share of the
net fair value of the identifiable
assets, liabilities and
contingent liabilities over the cost
of acquisition of a subsidiary

Gain on disposal of an associate

Gain on termination of derivative
financial instruments

Gain on disposal of financial assets
at fair value through profit or loss

(Gain)/loss on disposal of property,
plant and equipment

Impairment loss on available-for-sale
financial assets

Interest expenses

Interest income from loan receivables

Interest income from loans to others

Loss on deemed disposal of
a subsidiary

Net foreign exchange losses

Operating lease charges

Reversal of allowance for doubtful
other receivables

Reversal of allowance for doubtful
trade receivables

Share of loss of an associate

Share of losses of jointly controlled
entities

Write-off of doubtful trade receivables

Write-back of trade payables

Write-off of obsolete and
slow-moving inventories

HWETHZHLTE

BRELRT (B51R), & T

np

HEg

Hith FRUCGRIA R AR
FEME 5 AR SR AR B
B SR IH . I B

RATHBHBA
PRI T A DT B

AT AR I
2B REATES
T8 R

REBEIEABRIEE -
BEMIAREEZ
REFRRE R
—KMERBRRAE D

e — R A Tl e
1R AT BT T B3

HER A FEFF AR
BRI EE NS

HEWE - BEL&RE
(Wesk) /B4R

AR EM A ERERR

BRI
FEUE KA S U

& T EMATERFSUWA
BRLE-—RMEAR
B8R

b 5 B 1R B
KEHEER

H b FRUGRIA R AR B
el

FEW B ZIRFR IR
B[

eI — Bt E R EIEA
FEhHRES B &R

& B 5 BR BRR BRI 8
e E SRR E
B ROB 2 7 B M

2008 2007
—EENEF —ET+F
RMB’000 RMB’000
ARETT AREFTT
(177,776) 325,071
17 660
1,833 1,087

- 1,601
(11,225) (12,819)
- 7,064

4,097 -
8,788 2,732
(284) -
- (386,125)

(7,064) -
- (255)

(847) 35
182,149 5,759
2,114 20,929
(41,572) (93)
- (285)

- 21
34,287 17,955
85 87
2) (161)
(824) (1,693)

- 861

1,599 -

10 -
- (1,161)

- 380
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QOHSO"daLed CaSh FlOW Statement For the year ended 31 December 2008
MEREMER sz-—s2/s+-A=1—A1%x

Operating loss before working

capital changes
Increase in inventories
Decrease/(increase) in trade receivables
Decrease in prepayments,

deposits and other receivables
Increase in trade payables
Increase/(decrease) in advances

from customers
Increase in accruals and other payables

Cash generated from/(used in)
operations

Income taxes paid

Net cash generated from/(used in)
operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES
Decrease in non-pledged time
deposits with original maturity
of more than three months
when acquired
Proceeds from disposal of property,
plant and equipment
Purchases of property, plant and
equipment
Deposits paid for purchases of
property, plant and equipment
Purchases of other intangible assets
Purchases of available-for-sale
financial assets
Purchases of financial assets at
fair value through profit or loss
Investments in jointly controlled entities
Loans to others
Repayment from loans to others
Acquisition of a subsidiary
Proceeds from disposal of financial assets
at fair value through profit or loss
Interest received
Decrease in amount due from
an associate
Deposit paid for purchase of
available-for-sale financial assets
Refund of deposit paid for purchase
of available-for-sale financial assets
Disposal of an associate

Net cash generated from
investing activities

2008 2007
—EENEF TETLE
Note RMB’000 RMB’000
k2 AREFT AREFTT
REtEEE S EEA
KB E (4,615) (18,350)
FEEmM (939) (2,423)
EWE ZEFRD,(1Ehn) 5,092 (4,979)
TEM T - e REAREIR
RIER AL 6,382 4,520
FETE ZERFIG M 350 10,083
FEWEPERFIE N, CRd)
3,067 (1,364)
eI B A R E At R A OB G AN 1,406 6,256
EEl/ (RRKEES
Be 10,743 (6,257)
BFTSH (600) -
EEE/ (ARKEERZ
REFHE 10,143 (6,257)
BEEHZHERE
BSRREE R BB
=1 A Z EIE T 2
39,782 45,962
LEME - BE MRS
FrfS 8 1,535 21
EEWE BB MEE
(17,038) (2,062)
BEYE  BEREE
BEfET® - (10,526)
BEEMEREE (30,022) -
BEAHEEEYEEE
(12,929) (37,696)
BEEIRAFET AR FK
BB FEE (14,734) (20,000)
REREHFBIRE (35,236) -
BEFHMALTER (97,884) (129,259)
EBEFEMALTEREE 221,560 -
WEE—RHIB A A 40 2,955 -
HEZRAF AT ARFK
B8 2 75 B E TS 508 - 20,255
BUFILE 53,835 14,292
JEUR— KB &N T
RIER L - 61,600
BEHEEYBEE
BfETE - (40,000)
RO B Al (Y S B 7S
BEEMNAS - 40,000
HE—KEE QA - 635,600
ELEGREESZ
REFRE 111,824 578,187

38 Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t 7t AE BRFRERHOER AR



COHSO“d&tGd CaSh FlOW Statement For the year ended 31 December 2008

GEHEEMRER sz—ss/ s 1-F=t+ ALEE

CASH FLOWS FROM
FINANCING ACTIVITIES

Repayment of bank loans

Repayment from loans to others
included in other receivables

Other loans raised

Repayment of other loans

Decrease in amount due from
a shareholder

Increase in amounts due from
related parties

Increase in amount due to
a shareholder

Increase/(decrease) in amounts
due to related parties

Interest paid

Dividend paid

Capital contribution from
minority interests

Net cash (used in)/generated from
financing activities

NET (DECREASE)/INCREASE IN
CASH AND CASH EQUIVALENTS

Effect of foreign exchange rate
changes

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS
AT END OF YEAR

MEETHZHERE

EERITER

EFEMATERESR
(B B EWRIE)

T E M AR

BEHMER

e — 2 B R SR IE R D

JRE W B B A £ SRIRAE B0

JEA — R BCR R IRIE B0

JRE A~ RS A = FRIEHE B0,
CRi)

ERNHME

ERRE

VHBREEREE

(AR)/EramERs
HEFR

RERFLLEBMCED),/
HEhniEEE
VR ) 2

FYNZEEREEEEY

FERZESRESEEY

2008 2007
—EENEF —ET+F

Note RMB’000 RMB’000
ofa AREFT AREFTT
(10,000) (10,000)

- 28,000

41,641 -

(218,062) (33,512)

- 47

(130) -

1,070 438

2,043 (276)

(5,929) (15,504)

(13,312) -

245 42,250

(202,434) 11,443

(80,467) 583,373

(22,018) (20,410)

654,107 91,144

551,622 654,107
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1.

40

GENERAL INFORMATION

The Company was incorporated in the PRC as a sino-foreign
joint stock limited liability company. The Company’s H shares are
listed on the GEM. The address of its registered office is Room
1119, Zhongcheng Building, Haidian Road, Haidian District, Beijing
100080, the PRC. The addresses of its principal place of business
in the PRC and Hong Kong are 3rd Floor, Beida Jade Bird
Building, No. 207 Chengfu Road, Haidian District, Beijing 100871,
the PRC and Unit 02, 7th Floor, Asia Pacific Centre, 8 Wyndham
Street, Central, Hong Kong respectively.

The Company is engaged in the marketing and sale of embedded
system products, including NET and related products. The
principal activities of its subsidiaries are set out in note 44 to the
financial statements.

ADOPTION OF NEW AND REVISED HKFRSs

In the current year, the Group has adopted all the new and revised
HKFRSs issued by the HKICPA that are relevant to its operations
and effective for accounting periods beginning on or after 1
January 2008. HKFRSs comprise Hong Kong Financial Reporting
Standards; Hong Kong Accounting Standards; and Interpretations.
The adoption of these new and revised HKFRSs did not result
in substantial changes to the Group’s accounting policies and
amounts reported for the current year and prior years.

The Group has not applied the new HKFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new HKFRSs but is not yet
in a position to state whether these new HKFRSs would have a
material impact on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA, accounting principles generally
accepted in Hong Kong and the applicable disclosures required
by the GEM Listing Rules and by the Hong Kong Companies
Ordinance.

These financial statements have been prepared under the
historical cost convention, as modified by the revaluation of certain
investments and derivatives which are carried at their fair values.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise its judgements in the process
of applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 4 to
the financial statements.

— &R

ARB TR B EMA L2 RN B
DHAERET QT - KAF ZHIR A
EiRLE™ o ARF ZEMiEERU A
PR R TR SRR AE1119
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fFE& 20757 b KB S1E3HE (E47100871)
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
The significant accounting policies applied in the preparation of
these financial statements are set out below.

@)

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. Control is the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. The existence and effect of potential
voting rights that are currently exercisable or convertible are
considered when assessing whether the Group has control.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date the control ceases.

The gain or loss on the disposal of a subsidiary represents
the difference between the proceeds of the sale and the
Group’s share of its net assets together with any goodwill
relating to the subsidiary which was not previously charged
or recognised in the consolidated income statement and
also any related accumulated foreign currency translation
reserve.

Inter-company transactions, balances and unrealised profits
on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

Minority interests represent the interests of minority
shareholders in the operating results and net assets
of subsidiaries. Minority interests are presented in the
consolidated balance sheet and consolidated statement
of changes in equity within equity. Minority interests are
presented in the consolidated income statement as an
allocation of profit or loss for the year between minority
and shareholders of the Company. Losses applicable to
the minority in excess of the minority’s interests in the
subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to
cover the losses. If the subsidiary subsequently reports
profits, such profits are allocated to the interests of the
Group until the minority’s share of losses previously
absorbed by the Group has been recovered.

3. FTEFFHHR®
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

42

(b)

Business combination and goodwill

The purchase method of accounting is used to account for
the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to
the acquisition. Identifiable assets, liabilities and contingent
liabilities of the subsidiary in an acquisition are measured at
their fair values at the acquisition date.

The excess of the cost of acquisition over the Group’s share
of the net fair value of the subsidiary’s identifiable assets,
liabilities and contingent liabilities is recorded as goodwill.
Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition is recognised in the consolidated income
statement.

Goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment losses
of goodwill are recognised in the consolidated income
statement and are not subsequently reversed. Goodwill
is allocated to cash-generating units for the purpose of
impairment testing.

The interests of minority shareholders in the subsidiary is
initially measured at the minority’s proportion of the net fair
value of the subsidiary’s identifiable assets, liabilities and
contingent liabilities at the acquisition date.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policies of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable
or convertible are considered when assessing whether the
Group has significant influence.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method of
accounting and is initially recognised at cost. Identifiable
assets, liabilities and contingent liabilities of the associate
in an acquisition are measured at their fair values at the
acquisition date. The excess of the cost of acquisition over
the Group’s share of the net fair value of the associate’s
identifiable assets, liabilities and contingent liabilities is
recorded as goodwill. The goodwill is included within the
carrying amount of the investment and is assessed for
impairment as part of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
is recognised in the consolidated income statement.

3. FTEFFHHR®

(b)

EREHREBE
AEERBHBARAREEE
AR o WIBRAIZRZ 5E B Tés
BE - PTBITIRARTANATELS
AEABENAFEMNEERKIEK
AEHE o FREEME AR A BRI E
E - BERIARBESRENKE
EHBORFEFE -

WA A BB AN S B G R B
BIFEAEE BERIABEZ
RNEFET REE - AEB RG]
BHIEE BERIARBEZAF
FEBBYERA 2 ZRANGS
Yo an sk MTERR. ©

BENSFETRERD - WK
R REDRER R - BEZR
EFEERGE RERNER - B
THER - SETRERNR - BmE
WA EIREELEN -

DEIRRNHIE AR 2 IR
WEEE R DB REIEZME AR
AEHEE AERIRBEZR
FFELLPIFTE

N
BENREAREAETEARE
NNER - EXFENERES
H-REEZWHREERE
B R BRI S H AR BIRZ FHR
R AEEEEHEEERTEN
o @EEREGATER ISR
BRERREZ FERTE -

2 QR 2 WETIRIBRE
BEDE SRR ANMER 4R & B 155
RAERARR - FTUEE QA
AEREE - BERIRBEDR
HNWEEE B A TERTE - WiE
FXA BB AN SR B R (G %t 2 A B ]
BRIEE BERFIAREZAF
FEEZBIAEHE - mEFARE
ZEREE - ETTRER G IIER
BEPED - AEBRERTENE
= BELSAREZ AT FER
BB EMERE - RIRNGRA K
BRAMER

Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t 53t AE BB F RN AR AT



NOt?ZS tO the FlﬂanCIa| Statemeﬂts For the year ended 31 December 2008
I RERM T az—senst-a=+—n15x

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

©

Associates (Continued)

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

The gain or loss on the disposal of an associate represents
the difference between the proceeds of the sale and the
Group’s share of its net assets together with any goodwill
relating to the associate which was not previously charged
or recognised in the consolidated income statement and
also any related accumulated foreign currency translation
reserve.

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

Joint venture

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity that
is subject to joint control. Joint control is the contractually
agreed sharing of control over the economic activity when
the strategic financial and operating decisions relating to the
activity require the unanimous consent of the parties sharing
control (the “venturers”).

A jointly controlled entity is a joint venture that involves the
establishment of a separate entity in which each venturer
has an interest.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

44

(d)

Joint venture (Continued)

Investments in jointly controlled entities are accounted for in
the consolidated financial statements by the equity method
of accounting and are initially recognised at cost. Identifiable
assets, liabilities and contingent liabilities of the jointly
controlled entities in an acquisition are measured at their
fair values at the acquisition date. The excess of the cost of
acquisition over the Group’s share of the net fair value of the
jointly controlled entities’ identifiable assets, liabilities and
contingent liabilities is recorded as goodwill. The goodwill
is included within the carrying amount of the investment
and is assessed for impairment as part of the investment.
Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition is recognised in the consolidated income
statement.

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

The gain or loss on the disposal of the jointly controlled
entities represents the difference between the proceeds of
the sale and the Group’s share of its net assets together
with any goodwill relating to the jointly controlled entities
which was not previously charged or recognised in the
consolidated income statement and also any related
accumulated foreign currency translation reserve.

Unrealised profits on transactions between the Group and
its jointly controlled entities are eliminated to the extent
of the Group’s interests in the jointly controlled entities.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of jointly controlled entities have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFER®
(Continued)
(e)  Foreign currency translation e ERX
() Functional and presentation currency 0 DEERZEHEY

(i)

(i)

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

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into
the functional currency using the exchange rates
prevailing on the transaction dates. Monetary assets
and liabilities in foreign currencies are translated at
the rates ruling on the balance sheet date. Profits
and losses resulting from this translation policy are
included in the income statement.

Translation differences on non-monetary items, such
as equity instruments classified as financial assets at
fair value through profit or loss, are reported as part
of the fair value gain or loss. Translation differences
on non-monetary items, such as equity instruments
classified as available-for-sale financial assets, are
included in the investment revaluation reserve in
equity.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company'’s presentation currency as follows:

- Assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

- Income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated
at the exchange rates on the transaction dates);
and
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

46

©

Foreign currency translation (Continued)
(i) Translation on consolidation (Continued)
- All resulting exchange differences are
recognised in the foreign currency translation
reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised
in the consolidated income statement as part of the
profit or loss on disposal.

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

Property, plant and equipment
Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other repairs and
maintenance are expensed in the income statement during
the period in which they are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost less their residual
values over the estimated useful lives on a straight-line basis.
The principal useful lives are as follows:

Buildings

Machinery and equipment

Leasehold improvements,
furniture and office equipment

Motor vehicles

20 years
3to 10 years

2 to 5 years
5 years

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at each balance sheet
date.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is
recognised in the income statement.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(9)

Operating leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Lease payments (net of any incentives
received from the lessor) are expensed in the income
statement on a straight-line basis over the lease term.

Other intangible assets

Other intangible assets which represent transportation
operation license, information technology rights and
computer software are stated at cost less accumulated
amortisation and impairment losses. Amortisation is charged
to the income statement on the straight-line basis over their
estimated useful lives ranging from three to seven years.

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

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic benefits,
the availability of resources to complete the project and
the ability to measure reliably the expenditure during the
development. Product development expenditure which does
not meet these criteria is expensed when incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

48

()

Recognition and derecognition of financial instruments
Financial assets and financial liabilities are recognised in
the balance sheet when the Group becomes a party to the
contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised directly in equity is recognised in the
income statement.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in the income statement.

Investments

Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment
is under a contract whose terms require delivery of the
investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus
directly attributable transaction costs except in the case of
financial assets at fair value through profit or loss.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
either investments held for trading or designated as at
fair value through profit or loss upon initial recognition.
These investments are subsequently measured at
fair value. Gains or losses arising from changes in
fair value of these investments are recognised in the
income statement.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

()

Investments (Continued)

(i) Available-for-sale financial assets
Available-for-sale financial assets are non-derivative
financial assets not classified as trade and other
receivables or financial assets at fair value through
profit or loss. Available-for-sale financial assets are
subsequently measured at fair value. Gains or losses
arising from changes in fair value of these investments
are recognised directly in equity, until the investments
are disposed of or are determined to be impaired, at
which time the cumulative gains or losses previously
recognised in equity are recognised in the income
statement.

Impairment losses recognised in the income statement
for equity investments classified as available-for-sale
financial assets are not subsequently reversed through
the income statement. Impairment losses recognised
in the income statement for debt instruments classified
as available-for-sale financial assets are subsequently
reversed and recognised in the income statement if
an increase in the fair value of the instruments can
be objectively related to an event occurring after the
recognition of the impairment loss.

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less allowance for impairment.
An allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.
The amount of the allowance is recognised in the income
statement.

Impairment losses are reversed in subsequent periods and
recognised in the income statement when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

3.

s

(0

=

il

=
=

TEUR

BE (&)
(i)  ATHREEEEE
A ENBEERT RS
BRR AT ES AR TS
BB EENIEITEYN
BE - AHEENKEE
HgRATERTE - BgE
Tﬁﬁﬁ?ﬁi‘ﬂ@bﬁig\ﬁéé
HEERERER BEZEH
&ﬁﬁﬁﬁiﬁﬁwﬁﬂﬁ
% DAERRER AR R
D-I-]t,g\mln“—AllyﬁniE

)

puiy

DEANHEEYHREEZ
AL E - UGS R FER
BEE  BERAEBERLR
TeeE s R BED - WE
BTAZ AF(EEINERER
REBBERELESHEEM
B BIDiEA] (S M
BEEBTADERER
R ZREESE  HERD
W R P RER -

SN EN

&E@KWMEEWﬁIE%
BERER L RN AR TS RE
IEOTEMTEEE - T AR FERE
R BEIR(E R BRI FEIZE HAK
AHRRERESE - 5 REM
RUWFIR 2 BERBETEE RS
A7 S B O AR IR R A R Mk 1= Ay
B IEMFIRR T IATER - RIS R
7% R M8 R T P T {2 B ) K e R B A
BN ERER 2 TR AR AR SRR
BZER - ZBHEZERNRERE

=7
at ©

Uﬂu:

i AR TR 2 T UK [ R N R
LENERBEREEZ AR
B - AUREEIRENEERIERER
W Wes R IER - EZEUFIRR
BMEREREDE A ZREE - AT
B R ERRES #iH
AR o

Annual Report 4R 2008 49



NOt?ZS tO the FlﬂanCIa| Statemeﬂts For the year ended 31 December 2008
IFRERMT T sz—senst-a=+—n15x

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

50

(")

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and
short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to
an insignificant risk of change in value. Bank overdrafts
which are repayable on demand and form an integral part
of the Group’s cash management are also included as a
component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and
an equity instrument under HKFRSs. An equity instrument
is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities. The
accounting policies adopted for specific financial liabilities
and equity instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derivative financial instruments
Derivatives are initially recognised at fair value on the
contract date and are subsequently measured at fair value.

Change in fair value of derivatives that do not qualify for
hedge accounting are recognised in the income statment as
they arise.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

()

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenues from the sales of embedded system products
and related products are recognised, when the installation
work is completed, the customer has accepted the systems
and the products and the significant risks and rewards of
ownership have been transferred to the customers, provided
that the Group maintains neither managerial involvement to
the degree usually associated with ownership, nor effective
control over the embedded systems and related products
sold.

Revenues from the sales of Computer are recognised, when
the products are shipped, the title of which has passed
and the significant risks and rewards of ownership have
been transferred to the customers, provided that the Group
maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over
the Computer sold.

Revenues from rendering of travel and leisure services are
recognised when the services are rendered.

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

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the
balance sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

(i) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to the income statement
represents contributions payable by the Group to the
funds.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

)

(s)

52

Employee benefits (Continued)

(i) Termination benefits
Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of
withdrawal.

Borrowing costs
All borrowing costs are recognised in the income statement
in the period in which they are incurred.

Taxation
Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
income statement 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 balance sheet date.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such 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 arising on investments in subsidiaries and
jointly controlled entities, 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.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date 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.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

®

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the balance sheet date. Deferred
tax is charged or credited to the income statement, except
when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in
equity.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties
A party is related to the Group if:

(i) directly or indirectly through one or more
intermediaries, the party controls, is controlled by,
or is under common control with, the Group; has an
interest in the Group that gives it significant influence
over the Group; or has joint control over the Group;

(i) the party is an associate;
(i)  the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v)  the party is a close member of the family of any
individual referred to in (i) or (iv);

(viy  the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (iv) or (v); or

(vi)  the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity
that is a related party of the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

54

v)

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products and services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be
presented as the primary reporting format and geographical
segments as the secondary reporting format.

Segment revenue, expenses, assets and liabilities include
items directly attributable to a segment as well as those that
can be allocated on a reasonable basis to the segment.
Unallocated costs mainly represent corporate expenses.
Segment assets consist primarily of property, plant and
equipment, goodwill, other intangible assets, inventories and
trade receivables. Segment liabilities comprise operating
liabilities and exclude items such as tax liabilities and
corporate borrowings.

Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between Group enterprises within a
single segment. Inter-segment pricing is based on terms
mutually agreed between the segments.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets except
goodwill, investments, inventories and receivables 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 any impairment loss.
Where it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs.

Recoverable amount is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(W)

Impairment of assets (Continued)

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in the income statement, unless the
relevant asset is carried at a revalued amount, in which case
the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit 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 (net
of amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognised
immediately in the income statement, unless the relevant
asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation
increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at
the present value of the expenditures expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow is
remote.

Events after the balance sheet date

Events after the balance sheet date that provide additional
information about the Group’s position at the balance sheet
date or those that indicate the going concern assumption
is not appropriate are adjusting events and are reflected in
the financial statements. Events after the balance sheet date
that are not adjusting events are disclosed in the notes to
the financial statements when material.
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4.

56

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most significant
effect on the amounts recognised in the financial statements (apart
from those involving estimations, which are dealt with below).

(@)  Gooawill recognition on the investment in an associate

As disclosed in note 20 to financial statements, management
considered that neither goodwill nor excess of acquirer’s
interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost should be
recognised in the consolidated financial statements related
to the acquisition of an associate in 2005.

In making its judgement, management considered that
due to (i) scale down the current development plan on the
property interest held by the associate; (i) the delay on the
development plan on the property interest of the associate;
and (i) Shenzhen Development Bank intended to take the
legal action to sue the associate, neither goodwill nor excess
of acquirer’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over
cost should be recognised. As a result, the directors of the
Company regarded the fair value of an associate at the date
of acquisition was same as the cost of acquisition.

(b)  Impairment of available-for-sale financial assets

As included in note 22 to the financial statements, the fair
value of all the equity securities listed outside Hong Kong
decreased sharply to RMB30,329,000 from RMB82,980,000
a year earlier, resulting in an investment revaluation deficit
of RMB12,088,000. The equity securities were held by the
Group since December 2007 for just over a year up to 31
December 2008 and the Directors considered the significant
decline in the fair value of the equity securities was not
prolonged. Accordingly, no impairment loss has been
recognised during the year ended 31 December 2008.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.

(@ Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group’s property, plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The Group will
revise the depreciation charge where useful lives are different
to those previously estimated, or it will write-off or write-
down technically obsolete or non-strategic assets that have
been abandoned or sold.
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4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

()

()

(@)

(e

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating unit
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
The carrying amount of goodwill at the balance sheet date
was RMB6,125,000 (2007: RMB6,125,000). Details of the
goodwill are provided in note 18 to financial statements.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful debts
based on assessments of the recoverability of the trade and
other receivables, including the current creditworthiness
and the past collection history of each debtor. Impairments
arise where events or changes in circumstances indicate
that the balances may not be collectible. The identification
of bad and doubtful debts requires the use of judgement
and estimates. Where the actual result is different from the
original estimate, such difference will impact the carrying
value of the trade and other receivables and doubtful debt
expenses in the year in which such estimate has been
changed. If the financial conditions of the debtors were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.

Impairment of available-for-sale financial assets

The Group reviews the recoverability of the Group’s
available-for-sale financial assets with reference to current
market environment whenever events or changes in
circumstances indicate that the carrying amounts of the
assets exceeds their corresponding recoverable amounts.
Appropriate impairment for estimated irrecoverable amounts
is recognised in the income statement when there is
objective evidence that the asset is impaired.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the
ageing and estimated net realisable value of inventories. The
assessment of the allowance amount involves judgement
and estimates. Where the actual outcome in future is
different from the original estimate, such difference will
impact the carrying value of inventories and allowance
charge/write-back in the period in which such estimate has
been changed.
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4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

58

®

Fair value of available-for-sale financial assets and derivative
financial instruments

As disclosed in note 22 to financial statements, the fair
values of certain available-for-sale financial assets at the
balance sheet date were determined using valuation
techniques which include the use of recent arm’s length
transactions and reference to other instruments that are
substantially the same. Application of valuation techniques
requires the Group to estimate the prominent factors
affecting the fair value, including but not limited to, the
relevancy of the recent arm’s length transactions and other
instruments that are substantially the same.

As disclosed in note 34 to financial statements, the fair
values of derivative financial instruments at the date of issue
and the balance sheet date were determined using option
pricing models. Application of option pricing models requires
the Group to estimate the prominent factors affecting the fair
value, including but not limited to, the expected life of the
options and the expected volatility of the share values of the
underlying available-for-sale financial assets.

Where the estimation on the above factors is different from
those previously estimated, such differences will impact the
fair value gain or loss of the available-for-sale financial assets
and the derivative financial instruments in the period in which
such determination is made.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, price risk, credit risk, liquidity risk and interest
rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in HK$, USD and RMB. The
Group currently does not have a foreign currency hedging
policy in respect of foreign currency assets and debts. The
Group will monitor its foreign currency exposure closely and
will consider hedging significant foreign currency exposure
should the need arise.
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5. FINANCIAL RISK MANAGEMENT (Continued)

(a)

Foreign currency risk (Continued)

At 31 December 2008, if RMB had weakened 5 per cent
against Hong Kong dollar (2007: United States dollar) with
all other variables held constant, consolidated loss after tax
for the year would have been RMB2,346,000 lower (2007:
profit of RMB7,168,000 higher), arising mainly as a result
of the foreign exchange gain on non-pledged time deposits
and cash and cash equivalents. If RMB had strengthened
5 per cent against Hong Kong dollar (2007: United States
dollar) with all other variables held constant, consolidated
loss after tax for the year would have been RMB2,346,000
higher (2007: profit of RMB7,168,000 lower), arising mainly
as a result of the foreign exchange loss on non-pledged time
deposits and cash and cash equivalents.

Price risk

The Group’s available-for-sale financial assets and financial
assets at fair value through profit or loss are measured at fair
value at each balance sheet date. Therefore, the Group is
exposed to equity security price risk. The directors manage
this exposure by maintaining a portfolio of investments with
difference risk profiles.

At 31 December 2008, if the share price of the equity
securities listed in Hong Kong included in the available-
for-sale financial assets had increased by 10% with all
other variables held constant, the consolidated investment
revaluation reserve would have been RMB10,982,000
(2007: RMB29,421,000) higher. If the share price of the
equity securities listed in Hong Kong had decreased by 10%
with all other variables held constant, the consolidated loss
after tax for the year (2007: the consolidated investment
revaluation reserve) would have been RMB10,982,000
higher (2007: RMB29,421,000 lower).

At 31 December 2008, if the fair value of the equity
securities listed outside Hong Kong included in the available-
for-sale financial assets had increased by 10% with all
other variables held constant, the consolidated investment
revaluation reserve would have been RMB3,033,000
(2007: RMB8,298,000) higher. If the fair value of the equity
securities listed outside Hong Kong had decreased by 10%
with all other variables held constant, the consolidated
investment revaluation reserve would have been
RMB3,033,000 (2007: RMB8,298,000) lower.

At 31 December 2008, if the fair value of the equity securities
listed in Hong Kong under the financial assets at fair value
through profit or loss had increased by 10% with all other
variables held constant, the consolidated loss after tax for
the year would have been RMB1,051,000 (2007: RMBNIil)
lower. If the fair value of the equity securities listed in Hong
Kong had decreased by 10% with all other variables held
constant, the consolidated loss after tax for the year would
have been RMB1,051,000 (2007: RMBNIl) higher.

5. HMBEREE@

@)

ShEE RS ()
RZEBEENF+_A=+—H i
ARESBE(ZZTLF  X270)
EET%&%W@&@E%%%
o EWM&@%Q%@%H“
/\EMQ 346,0007C( ZZZT+4F -
SR N AR #7 168,0007T) © =
xm#ﬂm#m%fmuﬁﬁ%&
e EEYRIE LGS © WA
REHBE(ZZSLF  F0)E
{?ﬂ%%ﬁ%ﬁﬁMI%E%T
C FABRTRES Aﬁﬁ%ﬁMA
E%z,me,ooomf%gti
R AR #7,168,0007T) Ig
mvﬂﬁﬁm%ﬁ KA MR IR
S EEBYMIE K BB -

B

REE 2 AIHHERM TS EE RIEA

FERARFSEER LA BAED

ﬁfﬁ%% HzATFEE - B
C RS EEH AR S EERE

“°§$L6$HTHH IR E

A REEZARER -

RZEBEENF+_A=+—H8 "
AR EMBSEECES LT
MAESZBRE EF10%MTE
HiAEZHFTE  GAREEM
&8 & & 35 hn A R %5 10,982,000 7T
(ZZZT+F . AR¥29,421,000
TT) o BB LMBRAESZKRE
TPE10% M AT A Efth A Z 4T
o BRBEKEFBBR(ZZEZ L
F o GRAREEMHHEE) BB MA
R #10,982,0007t ( ZEZ+F
S AR H29,421,0007T) ©

R-ZZZNF+-A=+—8
AR S EE 2B BRI
ETRRAESZ A FELEAH10%im

FIEEMEZRERTE  RE81RE
 (H & B A K 3,033,000
T(ZZTZT 4 ARMES,298,000
JC) ° WEBEINEMRAFSRZ
QiﬁTMm%ﬁ%ﬁEmlﬁﬁ
BAE AR EEHFEESRD
AE@%S 033,00070( ZZZT+4F :
AR#£8,298,0007T) °

%_?7A¢+ A=+—8" &
BIR AT ER A F sk EiE 2 B
BEBTINEAELTRAZELSZA
FEEFAF10%  MATEEMEE
WREE - RIFARTIRREBE
5 T AR#1,051,00000 (=2
+F  ARBZT) - BEBA L
MRAFE S Z A $@ﬁ¢m%
mATEEMmEEHERIE - AIF
AR EBEABEEEFAARE
1,051,000 C( ZZZF+F + AR
ZIT) °

Annual Report 4R 2008 59



NOteS tO the FlﬂanCIa| Statemeﬂts For the year ended 31 December 2008
B MRMT se—eest-a=+—au1se

5. FINANCIAL RISK MANAGEMENT (Continued)

©

Credit risk

The carrying amount of the non-pledged time deposits and
the cash and cash equivalents, trade and other receivables,
investments and loan receivable included in the balance
sheet represents the Group’s maximum exposure to credit
risk in relation to the Group’s financial assets.

The Group has no significant concentrations of credit risk.

It has policies in place to ensure that sales are made to
customers with an appropriate credit history. Amounts due
from related parties are closely monitored by the directors.

The credit risk on the non-pledged time deposits and
the cash and cash equivalents is limited because the
counterparties are financial institutions with high credit-
ratings.

Liquidity risk

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements
in the short and longer term.
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The maturity analysis of the Group’s financial liabilities is as NEFMBEEZHEHSHHOT
follows:
Between Between
Less than 1and 2and
1 year 2 years 5years
bir—£ —-EME ZERE
RMB’000 RMB'000 RMB'000
AREFT ARETT ARETT
At 31 December 2008 R=EBEN\F+=-A=+-H
Trade payables BB SRR 23,645 - -
Accruals and other payables BB R EMENE 37,596 - -
Due to a shareholder BN —&RRTE 2,120 - -
Due to related parties s A TR 4,072 - -
Dividend payables [EfRRE 10,277 - -
At 31 December 2007 RZFFtE+-A=+—-H
Bank loans RITER 10,000 - -
Other loan EfER - - 206,427
Trade payables ENHE SRR 20,408 - -
Accruals and other payables [ERH B R EMEAFE 46,471 - -
Due to a shareholder B —BRRFE 1,050 - -
Due to related parties BRI ATFUB 2,029 - -
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5. FINANCIAL RISK MANAGEMENT (Continued)

©

Interest rate risk

The Group’s exposure to interest-rate risk arises from its
bank deposits, bank loans and other loan. These deposits
and borrowings bear interests at variable rates varied with
the then prevailing market condition.

At 31 December 2008, if interest rates at that date had been
100 basis points lower with all other variables held constant,
consolidated loss after tax for the year would have been
RMB4,417,000 (2007: profit of RMB1,844,000) higher,
arising mainly as a result of lower interest income from bank
deposits (2007: lower interest expense on bank and other
loans). If interest rates had been 100 basis points higher,
with all other variables held constant, consolidated loss after
tax for the year would have been RMB4,417,000 (2007:
profit of RMB1,844,000) lower, arising mainly as a result of
higher interest income from bank deposits (2007: higher
interest expense on bank and other loans).

) Fair values
The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated balance
sheet approximate their respective fair values.
6. TURNOVER

The Group’s turnover which represents the net invoiced value of
goods sold and services rendered to customers, after allowances
for returns and trade discounts are as follows:

HERAARRER K

Sales of embedded system
products and related
products

Sales of Computer

Rendering of travel and
leisure services

THRAE S

HERT ERER
PR M AR AR

5. BMBREKREE@®
) F=Emb
NS lﬁfr%&Zﬂ?ﬂ BRERTT
Tk BITERREMER - %%
B3 %?ﬁZﬂ m&%ﬁﬂﬁﬁiﬁiﬁ
TISF R 2 FEFETHE

R-_ZENF+-_A=+—8
fir) & B 2 FI 3= F£ 100 18 £ 24 if
FREEMEAZRERIE  FRAZ
BRREGABEREMARKE
4,417, ooo;ﬂ_ggti S
R¥1,844,0007T) * EZHNIE
TERZHMBERARD (ZEE L

FROREMERZMEFAEZ
) PTEL o WA _E 1008 F
BT E EME=EFTE

AzBRREEEBEERRDAR
#4,417,000C( Z T F - 5F)
AR#1,844,0007T) © EBHERIE

TERZFBWAEIN(ZFT L
FRITREMER 2 F S FE
ANFEL

(f) "SHE

R EERBRRIR Z AEEH
BEERVHABZREERLR
FERE

6. EE®
REBZEEBEEE TR ZERN

BIRE RE S N%E MATRERSE 2 %
FFEWT

2008 2007
—EBENE —ETLF
RMB’000 RMB’000
ARSETT AREFIT
105,889 79,176
36,569 76,965
29,200 -
171,658 156,141
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7.

62

OTHER INCOME

Bank interest income RITHBUA

Interest income from FEUE FF M
loan receivables

Interest income from BT EMALTERFSMRA
loans to others

Others Hitb

SEGMENT INFORMATION

(@)  Primary reporting format — business segments
The Group is organised into four main business segments:

the manufacture and sale of NET;

- the manufacture and sale of WFAS;

- the trading of Computer; and
- the tourism development.
(b)  Secondary reporting format — geographical segments
The Group’s principal markets are located in two main
geographical areas:
- Mainland China
- Hong Kong
In determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of the

customers, and assets are attributed to the segments based
on the location of the assets.

7.

Hng A\
2008 2007
—EEN\EF ZETEF
RMB’000 RMB’000
AREF ARETF T
11,225 12,819
41,572 93
- 285
3,301 3,130
56,098 16,327
HEER

@)

ITEREFR - EEBDIE
AEBETRNEIEERDES
-

- HERHEREREZER:

- HERHEEBGENBER

G5
- EEMERER R
- IRERER-
REBEREFN - ZH D8
REEZ T EMGHHNMELE
Hbig
- hEXE
- BB
R ASE 2 IR0 1 - WA
THRE P et A S EX 6

B mEERREAAEmEETA
E AR -

Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t 54t AE BB F RN AR AT



NOteS tO the FlﬂanCIa| Statemeﬂts For the year ended 31 December 2008
B MRMT se—eenst-a=+—au1se

8. SEGMENT INFORMATION (continued) 8. MEEN®
Primary reporting format — business segments FTEREF —IREELE
NET WFAS Tourism
e eyl Computer development Total
RRER BE2R4 TERER RBEERER ait
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARETT AEETFT ARBTT ARETT ARETT
Year ended 31 December 2008 EZ -2 /\F

TZA=+-RAIFE

Revenue WA 9,917 95,972 36,569 29,200 171,658
Results E3
Segment results PEEE (7,716) 6,364 (532) 2,234 350
Interest income FIEMA 52,797
Finance costs R (36,401)
Share of losses of jointly EELREHEEER

controlled entities (1,599)
Gain on termination of derivative & IEATEBIS T Az

financial instruments 7,064
Impairment loss on avallable-for- AT HEBEEEHERE

sale financial assets (182,149)
Unallocated corporate expenses &AL AEIFX (17,838)
Loss before tax Bﬁmu B (177,776)
Income tax expense TERAY (13,216)
Loss for the year AEEER (190,992)
At 31 December 2008 R-EENE

+-RA=1+-H

ASSETS BE
Segment assets PEEE 16,420 59,715 3,518 79,272 158,925
Less: Intersegment assets B PEMEE (723) (1,494) 2,217)
Unallocated corporate assets ~ AATLARIEE 753,789
Total assets BEE 910,497
LIABILITIES afi
Segment liabilities AR 12,523 32,583 5,680 2,582 53,368
Less: Intersegment liabilties A OERER (723) (1,494) 2,217)
Unallocated corporate liabilies & PEARIEE 101,755
Total liabilties BEf 152,906
OTHER SEGMENT HinHEER

[INFORMATION
Capital expenditure AAT M 3,149 481 - 54,106 57,736
Depreciation and REREHRS

amortisation expenses 1,570 1,487 1 5,730 8,788
Allowance for doubtful other At ERERE

receivables 17 - - - 17
Allowance for doubtful trade EWE FEFRERE

receivables 1,191 386 256 - 1,833
Operating lease charges BEHEEA 85 - - - 85
Reversal of allowance for Hi BB RERE

doubtful other receivables e ) - - - @)
Reversal of allowance for BINE SR REERE

doubtful trade receivables #E - (410) (414) - (824)
(Gain)/loss on disposal of LENE - BER

property, plant and equipment  F/E(ME) /BE (755) 64 (156) - (847)
Write-off of doubtful trade JEUE S8R R 5

receivables - 10 - - 10
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8. SEGMENT INFORMATION (Continued) 8. MEEMN®E
Primary reporting format — business segments (Continued) TEREFR — IR HE(E)
NET WFAS Tourism
% maEh Computer development Total
ZRER WEZR STEEERD TEEER At
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
NS ARETFL AREFT AEETT NS
Year ended 31 December 2007  HZ-ZTELF
TZA=+-RALItEFE
Revenue WA 15,279 63,897 76,965 - 166,141
Results E3
Segment results PEEE (1,377) 108 3733 (1,054) 1,410
Interest income MBBA 18,197
Finance costs BEMK (38,884)
Change in fair value of derivative  $7T4EB BT AR TFEES
financial instruments (7,064)
Share of loss of an associate B —REFE N AR (861)
Gain on disposal of an associate (& —FEE N A 386,125
Loss on deemed disposal of ~ RAME-RNBAREE
a subsidiary (21)
Unallocated corporate expenses &AL AEIFE (28,831)
Profit before tax gkl 325,071
Income tax expense RS 43,587)
Profit for the year KEEEF 281484
At 31 December 2007 %:??tﬁ‘lﬁﬂ =+-H
ASSETS BE
Segment assets AELE 16,563 50,257 13,946 93,685 174,451
Less: Intersegment assets W HEHEE (741) (741)
Unallocated corporate assets ~ RARAFIEE 1,170,265
Total assets BEE 1,343,975
LIABILITIES i
Segment liabilities NEARE 13,137 17,985 13,413 12,598 57,133
Less: Intersegment liabilities B ERAR (741) (741)
Unallocated corporate liabiities ~ KATAFIERE 266,992
Total liabilities BEfE 323,384
OTHER SEGMENT HigHEER
INFORMATION
Capital expenditure BAZH 1,695 339 - 2 2,062
Depreciation and amortisation ~ #7& RE#$HF %
expenses 1,315 ,396 21 - 2,132
Allowance for doubtful other HtRUHIBRERE
receivables - 660 - - 660
Allowance for doubtful trade R E AR R
receivables 207 830 - - 1,087
Allowance for obsolete and B RBE FERE
slow-moving inventories - 1,601 - - 1,601
QOperating lease charges LERERA 87 - - - 87
Reversal of allowance for H el Iﬁ%ﬁﬁﬁfﬁﬁé@
doubtful other receivables (161) - - - (161)
Reversal of allowance for EWE FEFRERERD
doubtful trade receivables - (247) (1,446) - (1,693)
Loss on disposal of property,  HEWE « BELEEHE
plant and equipment 31 4 - - 35
Write-off of obsolete and BRERBE FEME
slow-moving inventories 380 - - 380
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8. SEGMENT INFORMATION (Continued) 8. mEERGME
Secondary reporting format — geographical segments REFREFN — g 558
Revenue Segment assets Capital expenditure
LN KERE AAR
2008 2007 2008 2007 2008 2007

¥\ CERLE CERAR CTERE ZBRAE CEELR
RMB'OOO  RVBOOO  RMBOO0  RVBOOO  RMBOO0  RMBIOOD
ARRFR  ARETT ARBFR ARMTR ARBFR ARETR

Meinland China hEEE 148,684 98713 656,439 504,265 57,736 2082
Hong Kong & 21,682 53,121 254,058 839,710 - -
Others £t 1,202 4307 - - - -
171,658 156,141 910,497 1,343.975 517,136 2,062
9. FINANCE COSTS 9. MAERAK
2008 2007
—EBNE ZETLF
RMB’000 RMB’000
ARSETR AREFIT
Interest on bank loans IRITE TS 44 791
Interest on other loans EERFE 2,070 20,138
Net exchange losses P& H E5i8 558 34,287 17,955
36,401 38,884
10. INCOME TAX EXPENSE 10. RS HBEXZ
2008 2007
—EEIN\E ZETLF
RMB’000 RMB’000
ARBTR ARBETFTT
Provision for the year FNREE
Current tax — Mainland China EHATI I — R B R R 13,216 43,587
No provision for Hong Kong Profits Tax has been made for the HREE T NER_ET+E+
years ended 31 December 2008 and 2007 as the Group did not A=+ HUIEFEXREEERBRBE
generate any assessable profits arising in Hong Kong during the ERMERTREN MR ZEFETE
years. HBEBFGBHRRME -
Tax charge on profits assessable elsewhere have been calculated H At 75 FE R B Al 2 BRIE T IR IR AR &
at the rates of tax prevailing in the country in which the Group BEEBLCEMEBRR ZBITER - #2E
operates, based on existing legislation, interpretations, and RABHIIRZ B 2 IRITIARETE -

practices in respect thereof.
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10.

66

INCOME TAX EXPENSE (Continued)

During the year ended 31 December 2007, the Company was
registered in the Beijing New Technology Enterprise Development
Zone and has been certified by the PRC authorities as a high
technology enterprise. Pursuant to the Income Tax Law in the
PRC, the Company is subject to enterprise income tax at a rate of
15%. High technology enterprise certificate was expired during the
year ended 31 December 2008 and its renewal is in progress.

The subsidiaries of the Group established in the PRC are generally
subject to income tax on their taxable income at a tax rate of 25%
(2007: 33%).

The reconciliation between the income tax expense and the
product of (loss)/profit before tax multiplied by the PRC enterprise

income tax rate is as follows:

(Loss)/profit before tax

Tax at the domestic income
tax rate of 25% (2007: 33%)

Tax effect of share of loss of
an associate that is
not deductible

Tax effect of share of losses of
jointly controlled entities
that is not deductible

Tax effect of income that is
not taxable

Tax effect of expenses
that are not deductible

Tax effect of utilisation of
tax losses not previously
recognised

Tax effect of tax losses not
recognised

Under-provision in current year

Tax effect of tax concession

Income tax expense

BERI(EIB),aF
BB NS E25%

(—7 = ‘tEF 33%)D+ZZ$R’TA
FE(E—REEE R BT HUR
Eia 2 g &

FEAE H RS BT
HRE1R Zﬂdﬂ‘%%;

TERBIMA Z RIE 2
AR 2 RIS s 2

BB KRB
2HHRE

RERRBEBEZ RGBT E

REEREBTE
MR R 2 R E

PSR

The new PRC enterprise income tax law passed by the Tenth
National People’s Congress on 16 March 2007 introduces various
changes which include the unification of the enterprise income tax
rate for domestic and foreign enterprises at 25%. The new tax law
has been effective from 1 January 2008. The impact of the new
tax law on the Group’s consolidated financial statements is not
material.

10. B

T 45 8 B 32 )
Eﬁz%_??ti—% A=+—H1%
B RRBRIERTHRMERXFER
i WETEERERRA AR
iz - RBPBEZFAEFAEDN - AR
BIRETREAS% MM BRGNS
BRMCEEECRBE_ZETNF+=
A=1+—RIFE3H - RIEFR LT

NEBRFBER AN EBRRBEER
JERRTRUA » BT E25% (ZEZT 4 ¢
33%)%55(1#)5& S -

PRAS TR S BEBR AT (JB5 18 ), at A e b
B RPASTRAMZ BERNT

2008 2007
—EBEN\E TEETLE
RMB’000 RMB’000
ARSFT ARET T
(177,776) 325,071
(44,444) 107,273
- 284
400 -
(2,346) (561)
48,239 8,983
(207) (31,262)
11,632 9,921
(58) (307)
- (50,744)
13,216 43,587

RIBZLF=A+RNEKETEZH
ARRBRRG BB DELEMRSH
ERHZENERR  EhemRf—N
BRIMELEZBEMBSHER25% °
MMEEA_TENEF A -—REL
e FPEBEAEEREYBERR 2
LWAERX -
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11. (LOSS)/PROFIT FOR THE YEAR

The Group’s (loss)/profit for the year is stated after charging/

(crediting) the following:

Advertising and promotion costs
Allowance for doubtful other
receivables
Allowance for doubtful trade
receivables
Allowance for obsolete and
slow-moving inventories
(included in other
operating expenses)
Amortisation of other
intangible assets
—included in cost of sales
and services
— included in administrative
expenses
Auditors’ remuneration
Change in fair value of financial
assets at fair value through
profit or loss
Cost of inventories sold
Depreciation
Gain on disposal of financial
assets at fair value through
profit or loss
Impairment loss on available-
for-sale financial assets
(Gain)/loss on disposal of
property, plant and equipment
Net foreign exchange losses
Operating leases charges in
respect of land and buildings
Research and development
expenditure
Reversal of allowance for
doubtful other receivables
Reversal of allowance for
doubtful trade receivables
Staff costs (excluding directors’
and supervisors’ emoluments)
Retirement benefits
scheme contributions
Social security costs

Wages, salaries and bonuses

Write-off of doubtful trade
receivables

Write-off of obsolete and
slow-moving inventories
(included in other
operating expenses)

B MR AR
Hfth R IA R IR

U E SRR R
BRI TERE
(P AEMEERST)
Hivmp EESE
— 5 BHE RRIEKA
— 5 BITHRAX
AR &
B AT ER A ST sk g8
ZHIEEEN T EEE
BEFERA
e
HERAFEGT NRFEE
g EEW S
A EN S EERERE
ﬁEW% B K 7%
),/ 18
@%%E%ﬁ
T REFZEEHERY
MR MAERET
A EURGIER R B EE D
EWE SRR R B H R
BIA
(T@%%%&?$Mﬁ)
RIREFIFTEI R
HEREBAA
TE  HFeRkita
R E 5 ERFR RIS

B ROBIH 2 17 S
(Dl BEALEZ RS

Cost of inventories sold includes staff costs and depreciation of
approximately RMB4,534,000 (2007: RMB2,650,000) which are
included in the amounts disclosed separately above.

11.
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AEE(BR) ER

AEEFN(ER),HH

AATEIE
2008
—EENE
RMB’000
AREFT
818
17

1,833

3,214

1,255

4,097
107,592
5,567

182,149

(847)
34,287

2,666
6,347
(2)
(824)

2,052
2,159
27,484

10

BB (G

2007
—TTF
RMB’000
ARBEFIT
11,162
660

1,087

1,601

1,180

129,826

2,732
(255)

5,759

35
17,955

1,918
4,350
(161)

(1,693)

1,219
1,154
15,028

380

DERERABIEE IRARITEOA
R¥4,534,0007c(ZZEZLF : ARK

2,650,0007T)
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12. DIRECTORS’, SUPERVISORS’ AND 12. EE - -EBEKEEME
EMPLOYEES’ EMOLUMENTS

(@) Directors’ and supervisors’ emoluments @ EZRESHE
The emoluments of each director and supervisor were as FERREFZMEWT
follows:
Retirement
benefit
Salaries scheme
and Discretionary contributions
Fees  allowances bonus BHER Total
ik HeR2R EETEAL B G &%
RMB’000 RMB’000 RMB'000 RMB'000 RMB’000

ARETT ARETT ARETT ARETT ARETT

Name of director EEHA

Mr. Xu Zhen Dong TRE S A 264 96 - - 360
Mr. Xu Zhi Xiang HREREEE 264 9 - - 360
Mr. Zhang Wan Zhong ~ R&EH 4 264 96 - - 360
Mr. Liu Yong Jin BhcESRE 50 - - - 50
Mr. Hao Yi Long M—gekE 50 - - - 50
Mr. Li Li Xin (Note () ERVE (b
(Hizt() 8 - - - 8
Prof. Nan Xiang Hao ARERIR 50 - - - 50
Prof. Chin Man Chung, — $53UEI%
Ambrose 50 - - - 50
Mr. Cai Chuan Bing BEIREAE 50 - - - 50
1,050 288 - - 1,338

Name of supervisor ~ ESEi#%

Mr. Zhang Yong Li oIS & 30 - - - 30
Mr. Du Hong AT A 30 - - - 30
Ms. Lu Qing EERT 30 - - - 30
Mr. Li De Yong PREERAE 30 - - - 30
Ms. Dong Xiao Qing sEELT 30 - - - 30

150 - - - 150
Total for 2008 —EFNFEF 1,200 288 - - 1,488
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12. DIRECTORS’, SUPERVISORS’ AND
EMPLOYEES’ EMOLUMENTS (Continued)

(@) Directors’ and supervisors’ emoluments (Continued) (@)
The emoluments of each director and supervisor were as

12. S5 - BERESHME @

ESNEEME(E)
BRERREEZHeMT - (B)

follows: (Continued)

Retirement
benefit
Salaries scheme
and Discretionary contributions
Fees allowances bonus BHER Total
e FeRE EfETeaL FHEHER &%
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARBTT ARBTT
Name of director EEnE
Mr. Xu Zhen Dong TR A& 250 96 500 - 846
Mr. Xu Zhi Xiang fREREEE 200 9 500 - 796
Mr. Zhang Wan Zhong ~ R&EF L E 160 96 500 - 756
Mr. Lo Lin Shing, BEM A
Simon (Note (i) (Hizt) 13 - - - 13
Mr. Liu Yong Jin BbExE 50 - - - 50
Mr. Hao Yi Long M—EekE 50 - - - 50
Mr. Li Li Xin (Note () ERVE b
(Fizte) 50 - - - 50
Prof. Nan Xiang Hao AR 50 - - - 50
Prof. Chin Man Chung,  $#3UEZUR
Ambrose 50 - - - 50
Mr. Cai Chuan Bing EEREE 50 - - - 50
923 288 1,500 - 2,711
Name of supervisor ~ EEEZ
Mr. Zhang Yong Li ROk & 30 - - - 30
Mr. Du Hong AT & 30 - - - 30
Ms. Lu Qing EERT 30 - - - 30
Mr. Li De Yong FEBELAE 30 - - - 30
Ms. Dong Xiao Qing BBELT 30 - - - 30
150 - - - 150
Total for 2007 TR 1,073 288 1,500 - 2,861
Note: (i) Resigned on 6 March 2008. Brat - () J%QEE ZENF=AXA
id
(ii) Resigned on 4 April 2007. (ii) %Qé? T HEFMAMA
;# o

Pursuant to the service contracts entered into between
the Company and its executive directors, the Company’s
executive directors are entitled to an aggregate amount of
bonuses of not more than 5% of the consolidated profit after
tax but before the provision of such bonuses.

There was no arrangement under which a director or a
supervisor waived or agreed to waive any emoluments

during the years ended 31 December 2008 and 2007 .

BEADNEHERITESRIT Y 2R

AWI:.?’J RARNITEBERES
BB HARBERERT5% 2T

,%I(@ECTE{ ZEIEAL 2B o

BE_ZT)N\FR_ZTLF+
A=+—BIL¥E HMEEExE
ERELRBERECAME 2L
BE e
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12. DIRECTORS’, SUPERVISORS’ AND

EMPLOYEES’ EMOLUMENTS (Continued)

(b)  Five highest paid employees
The five highest paid employees in the Group during the year
included two (2007: three) directors, whose emoluments
are also reflected in the analysis presented above. Details
of the emoluments of the five highest paid individuals are as
follows:

Basic salaries and EARF e K2R
allowances
Discretionary bonus BB TEAL

Retirement benefit RIREFIF B

scheme contributions

The emoluments of each of the highest paid individuals for
the year ended 31 December 2008 fell within the band of
nil to RMB892,200 (equivalent to HK$1,000,000) (2007:
RMB975,200 (equivalent to HK$1,000,000)).

During the year, no emoluments were paid by the Group
to any of the directors or supervisors or the highest paid
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office (2007: RMBNIil).

13. RETIREMENT BENEFIT SCHEMES

70

The Group operates a mandatory provident fund scheme (the
“MPF Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in Hong Kong.
The Group’s contributions to the MPF Scheme are calculated at 5%
of the salaries and wages subject to a monthly maximum amount
of HK$1,000 per employee and vest fully with employees when
contributed into the MPF Scheme.

The Group’s PRC employees are members of a central pension
scheme operated by the local municipal government. The Group is
required to contribute certain percentage of the employees’ basic
salaries and wages to the central pension scheme to fund the
retirement benefits. The local municipal government undertakes to
assume the retirement benefits obligations of all existing and future
retired employees of the Group. The only obligation of the Group
with respect to the central pension scheme is to meet the required
contributions under the scheme.

12.

13.

EE EEREEMEw®

b) IhEERSHMES
FR - ARmE=TWEEREMSE
(CETLF:=ZR)EF HMs
FHBEMER X220 - BB
mEFMEE ZMSFBOT

2008 2007
—BT/\E —TTis
RMB’000 RMB’000
ARSFT NS
2,287 1,902

150 1,554

60 55

2,497 3,511

HE-_ZTZZNEF+_A=1+—H
HFE SRoFESHED
AR AT EAREES92,2007T
(F8& 71,000,000 7T) (Z =
+F : AR#975,2007T (FHE R
1,000,000/ 7T) ) °

FR - AEBEYEREEREESL
REHMERHMEAME - 1R
AR SEE A IR 2 Rk (E
REEEE(CZZTLEF AR

T5t) -

BIAEREE
AEBRBEFSRGIEDTESFTENED
HEEEENAERESEER T84
FlafEEE([aEestall) - ~5E
HepfE et 8 2 A REHFERTE
5% E(BRNEIBAZES BT
HBiE1,000/870) © MABAREEF AR
ST EIZ BREBHR—BEREESNE -

AEE T EEE T2 EAE T BT
IO RIRAREETE - AEBAMBR
BRASHBAMEREERFERTEZ
BT HPIREBRKEN o B HET
BEARAKREMBCRKRAERK
BEZRREMRH - P RENKE
HEImE  ARBZETERBEZE
BTN 2 AR -
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14.

15.

DIVIDEND

Proposed final of RMBNIl BRERE R 2 REARE
(2007: RMB2 cents) ARBZT(ZTTLF
per ordinary share AR#25)

(LOSS)/EARNINGS PER SHARE

Basic (loss)/earnings per share

The calculation of basic loss (2007: earnings) per share attributable
to equity holders of the Company is based on the loss for the year
attributable to equity holders of the Company of approximately
RMB192,503,000 (2007: profit for the year attributable to equity
holders of the Company of approximately RMB282,494,000) and
the weighted average number of ordinary shares of 1,184,800,000
(2007: 1,184,800,000) in issue during the year.

Diluted (loss)/earnings per share
No diluted (loss)/earnings per share are presented as the Company
did not have any dilutive potential ordinary share during the two
years ended 31 December 2008.

14. Bz 2

2008 2007
—EINEF —TTER
RMB’000 RMB’000
AREBTR ARBTT
- 23,696

15. B (&H) BF

BREAN(EE) BF

AARBEFEAEBEBREAREE(=Z
TTEF B DREARFRESS
ANEHFAEBELHARE192,503,0007T
(Z2TEF  AARIRERB ARGE
M3 A4 A R #5282,494,0007T ) B F A
B8 T @ A N #E - ¥ £01,184,800,000
B (—ZZ 4 : 1,184,800,000/% ) 5t

.
FREEER) BF

HRARRBEZE -_ZTTNF+ A
=+ — B - M E 3 A AR
HeVEBE - WY E25|SREE (B
18),/BAH e
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16. PROPERTY, PLANT AND EQUIPMENT 16. % - BB RE
Leasehold
improve-
ments,
furniture
and office
Machinery equipment
and HEYE Motor
Buildings equipment  EfE  FER vehicles Total
gF HEREE HWAERE RE =
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFTL ARETT ARETIL AREFIL
Cost 7%
At 1 January 2007 ZETLHE
*)5] H 21,003 23,217 3,957 3,734 51,911
Additions 2 26 256 20 1,760 2,062
Disposals HE - (643) (104) (162) (909)
Exchange differences X ER - - - (1) 21)
At 31 December 2007 and ZETLE
1 January 2008 + H +-8k
“TENF— ﬂ H 21,029 22,830 3,873 5,311 53,043
Acquisition of a subsidiary WE—RMBA - 784 87 46 917
Additions #mn - 273 248 27,193 27,7114
Disposals HE (905) 67) ) (274) (1,248)
Exchange differences [EHZER - - - (14) (14)
At 31 December 2008 R-FEN\E
+=A=+-H 20,124 23,820 4,206 32,262 80,412

Accumulated depreciation REHRE

At 1 January 2007 —ZTtF

_H H 1,709 20,907 2,415 2,257 27,288
Charge for the year FRH 1,258 628 107 739 2,732
Disposals HeE - (597) (102) (154) (853)
Exchange differences ERER - - - (20) (20)
At 31 December 2007 and RZZ2AF

1 January 2008 +ZA=+—-HBk

“TEN\F-A—H 2,967 20,938 2,420 2,822 29,147
Charge for the year FNZH 1,237 649 110 3,571 5,567
Disposals HE (281) 3) 2) (274) (560)
Exchange differences EHZE - - - (14) (14)
At 31 December 2008 R-FEN\E

+=A=+-H 3,923 21,584 2,528 6,105 34,140
Carrying amount AREE
At 31 December 2008 RZFEN\E

+=A=+-H 16,201 2,236 1,678 26,157 46,272
At 31 December 2007 —ETAF

+—ﬂ =t+—H 18,062 1,892 1,453 2,489 23,896
At 31 December 2008, the carrying amount of property, plant RZZEZENF+ZA=+T—H Xx&E
and equipment pledged as security for the Group’s bank loans BIFEEMEAARBZL(ZEZ L5 -
amounted to RMBNIl (2007: RMB12,887,000) (note 32). AK#12,887,00070) Z ¥ ~ BiE K

- EARNEBEERIRITERZ R (I
F£32) ©
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17. PREPAID LAND LEASE PAYMENTS

17. M LA EFIE

The Group’s prepaid land lease payments represent payments for AEEZEMN T HAERAERRERS
land use rights outside Hong Kong under long term leases. MBS EBEI L MERELAFZ
FIH o
18. GOODWILL 18. &
RMB’000
ARBETFIT
Cost 5%
At 1 January 2007, 31 December 2007, R-ZZ+F—H—H —ZTZ+F
1 January 2008 and 31 December 2008 +=A=+—H ZEZTN\F—H—H
R_ZENF+_A=+—H 7,867
Accumulated impairment losses FiHRERE
At 1 January 2007, 31 December 2007, R-ZZ+F—H—H —ZTZ+LF
1 January 2008 and 31 December 2008 +Z=ZA=+—H - ZTFTN\F—A—HK
ZEENF+ZA=1T—H 1,742
Carrying amount BRE{E
At 31 December 2008 RZEENE+-A=+—H 6,125
At 31 December 2007 RZZZ+F+_A=+—H 6,125

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash-generating units (“CGUs”) that are
expected to benefit from that business combination. Before
recognition of impairment losses, the carrying amount of goodwiill
had been allocated to manufacture and sale of WFAS segment.

The recoverable amounts of the CGUs are determined from value
in use calculations. The key assumptions for the value in use
calculations are those regarding the discount rates, growth rates
and budgeted gross margin and turnover during the period. The
Group estimates discount rates using pre-tax rates that reflect
current market assessments of the time value of money and the
risks specific to the CGUs. The growth rates are based on long-
term average economic growth rate of the geographical area
in which the businesses of the CGUs operate. Budgeted gross
margin and turnover are based on past practices and expectations
on market development.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next
three years.

The rate used to discount the forecast cash flows from the Group’s
WFAS segment is 15.0% (2007: 15.5%). The recoverable amount
of the goodwill arising on acquisition at the subsidiary has been
determined to be higher than its carrying amount and accordingly
no impairment loss for goodwill was recognised during the year.

XBaslE BB IR BRBED S

EHREAEBEHMERcREELE
f([REeELEM]) - RERREER

Al - BEZEREEDDEE BB R
ERAREENHEDE

AeEEBEUMA B SREIIRERE
AHEMmMEE - EMEFEZTZR/RT
BARMEER - BEXNHAZBEER
REZRE - AEERAARRRE TS
HEERHEEMREELBMZEE
[\ Bz 2 R A 69 Bk 0 AT £ R DA FFRR IR
R BEXRNRBASELEMLEE
BHRELR 2 FHRELEEREG
" BEENREXBIRBEBERR
RERTISERETE -

AEEFEZEERERABHEEKLE
EMEBRARR=F 2R BERE

FATERRIR NS B E GBI M E R 59 36
ZIEAREREZLHEEIS0N(ZEE
+F 1 15.5%) - WIEMBARIMELR
EraEeHEET AR ERAEE
At F R EEREEREEE -

Annual Report 4R 2008 73



NOt?ZS tO the FlﬂanCIa| Statemeﬂts For the year ended 31 December 2008
HEMERITE saz—eenst-a=+—n1rax

19. OTHER INTANGIBLE ASSETS 19. HitEEEE
Transport Information
operation technology Computer
license rights software Total
BB SRR HE-L
EERER hE B &at
RMB’000 RMB’000 RMB’000 RMB’000

AR®ETT ARET T ARETTT AR®TT

Cost %3
At 1 January 2007, RZEZ+F—HA—H "
31 December 2007 ZETLF
and 1 January 2008 TZA=Z+—BRK
—EEN\F-A—H - 1,200 - 1,200
Additions b pill 30,000 - 22 30,022
At 31 December 2008 RZFENE
+=HA=+—H 30,000 1,200 22 31,222
Accumulated RetiEs
amortisation
At 1 January 2007, RZEZ+F—A—H "
31 December 2007 ZETLF
and 1 January 2008 +-A=+—8K
—EEN\F-A—H - 1,200 - 1,200
Amortisation for the year F R 3214 - 7 3,221
At 31 December 2008 RZFBNE
+=A=+—H 3,214 1,200 7 4,421
Carrying amount AREE
At 31 December 2008 RZBENE
+=HA=+—H 26,786 - 15 26,801
At 31 December 2007 RZZTT+F
+=-A=+—~H - - - -
The Group’s transport operation license represents a public AEBE 7 BEHKEEBIERFEEN
transport monopoly operation in a designated national AAAAA o B B RAAAAA R IR B2 Bh A8 & 2 TE5RIE
level tourist attraction in the PRC. This asset is used in the Group’s B REEEANAER 2R
tourism development segment. The remaining amortisation period WEBEDE - AMBWLERR 2 TR
of the transport operation license is 6 years (2007: Not applicable). HIER AT (ZFTLF - TNEA) -
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20.

INVESTMENT IN AN ASSOCIATE

In 2005, the Company entered into a share transfer agreement
(the “Agreement”) with Beida Jade Bird, one of the shareholders
of the Company to acquire 44% equity interest in Chengjian
Donghua at RMB314.19 million which comprised the acquisition
cost of the equity interest amounted to RMB252.59 million and
the book value of the shareholder loan of RMB61.6 million.
According to the property valuation report issued by Chesterton
Petty Limited on 30 June 2005 included in the circular of the
Company issued on 30 June 2005 in relation to the “Major and
connected transaction relating to the proposed acquisition of
44% equity interest in Chengjian Donghua” (the “Circular”), the
market value of the property interest held by Chengjian Donghua
(“Property”) as at 30 April 2005 was RMB3,290,000,000 (details
please refer to Appendix IV of the Circular). In addition, according
to the accountants’ report of Chengjian Donghua issued by
Grant Thornton on 30 June 2005 included in the Circular, the net
asset value of Chengjian Donghua as at 31 December 2004 was
approximately RMB10,203,000. In preparing the consolidated
financial statements of the Company for the year ended 31
December 2005, the Directors considered that there was neither
goodwill nor excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost should be recognised as the fair value of Chengjian
Donghua was same as the acquisition cost of Chengjian Donghua
after consideration of the effect on (i) scale down on the current
development plan on the Property of Chengjian Donghua; (ii)
the delay on the development plan on the Property of Chengjian
Donghua; and (i) Shenzhen Development Bank intended to take
the legal action to sue Chengjian Donghua.

Chengjian Donghua had been disposed of during the year ended
31 Decembeer 2007.

20.

H—RBEARNRE
R-BERF - ARARARARF—

FRRALKRE ST LB B i ([ 15
D WEBPOEREMM%BE  RER

AR #314,190,0007T @ H B 81 I i
U 88 pk AN A R #5252 590,000 7T M B
EAEMmmmeZk%ﬁmo
BEAATR -_EERAFENA=1TET
%ﬁ%ﬂﬁ%%%&%ﬁ%%%M%%
EZIE&@@Q%JZ‘QULuD
RS B 2 & BRI TT AR A =
%ﬂiﬁﬂ*+aﬁm2%%ﬁ@ﬁ
s BRREMSMEES(TDEDR

—EERFNA=ZtHZTEAARE
3,290,000,0007T (715 75 2 [ 8 it 8%
P9) o bAh - ARIRE P ATEYS B E RTAD
TR-ZEZERFNA=ZTRHERZHE
RESHMBE  WERER-_ZZTN
F+-_A=+—BZBEFELAAR
#10,203,0007T - AREARREHE=
TEEREF-_A=+—"BIFEZHE
IS mRE - ERLEEEIREREDE
B ATRI R BT B R LR ¢ ()RR E
YIS R EIHEE ¢ iR YR IRTT
BEERIUARITHREFBERE  RA
WEREZ N EENEREZWEK
AAESE - T ERERE R R H R
WIESAH#HAEE  BERIARBER
PR E RSB ARZ Z5 o

BERECRBEE_ZT
=t HLEFERNES -

S E+ A
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21.
ENTITIES

Unlisted investments:
Share of net assets

(E_TEN\FT_A=T—HILFE

INVESTMENTS IN JOINTLY CONTROLLED

FLEMERE :
RHFEE

Details of the jointly controlled entities at 31 December 2008 are as

follows:

Place of
Name incorporation
&% SRR
SBI China Cayman Islands

RERS

SBI Management Cayman Islands

HEHS

Capital contributions/
Issued and

paid up capital

A8/ EETR
BaRE

USD10,010,000
10,010,000% 7T

100,000 ordinary
shares of USD1 each
100,000/ B R A {E
1T BBk

The following amounts are the Group’s share of the jointly
controlled entities that are accounted for by the equity method of

accounting.

At 31 December
Current assets
Non-current assets
Current liabilities

Net assets

Year ended 31 December
Turnover

Expenses

76

R+=A=+-—H
mBEE
FRBEE
inEA=YE

FEE

BE+-A=+—HL=EE

X

21, RUAREHEREE

—EBEN\E
RMB’000
AREFxT

32,919

2008 2007
—TEAHF
RMB’000

ARBETT

N-EEE

RNI=

HEEL

Percentage
of ownership
interest

it

EREM

50%

50%
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DA 5018

NF+=—A=+—8"
IR

AR

Principal activities
TEER

Investment in unlisted companies and
real estate assets and companies
in the PRC

RAFETRAAR
HEEmEEERAR

Provision of investment management and
advisory services

REKEERRERRY

RILBREEANRZ AEEE

i S RS -

—EEN\E
RMB’000
ARETT

34,055

2008 2007
—ETF
RMB’000

ARMETTT

211
(1,347)

32,919

3,841

5,440

BB BR AR
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22. AVAILABLE-FOR-SALE FINANCIAL ASSETS 22. FJ{t$HEMIFEE

BARES  mATE

Equity securities, at fair value

Listed in Hong Kong EEE L™

Listed outside Hong Kong EBRABUIN T
Equity securities, at cost BRAFES - BANME

Unlisted outside Hong Kong EEBAINE LT

The fair values of equity securities listed in Hong Kong are based
on current bid prices. As the market for the equity securities listed
outside Hong Kong is not active, the Group established fair value
by using valuation techniques. These include the use of recent
arm’s length transactions and reference to other instruments that
are substantially the same. Unlisted equity securities with carrying
amount of RMB250,000 (2007: RMB100,000) were carried at cost
as they do not have a quoted market price in an active market and
whose fair value cannot be reliably measured.

At 31 December 2008 the carrying amount of the Group’s holdings
in the following company exceeded 10% of the total assets of the

2008 2007
= L ¢ “EELF
RMB’000 RMB'000
ARBTR ARBTT
109,821 204,211
30,329 82,980
250 100
140,400 377,291

EBLETBRAESZATFERER A
BREET RN EBRIN LETRAE
HomBUWTER - MALEFERGE
FEEATE  EFSEMNALHUR
FEREERFTIZHUNRSEHMABAE
FElE T A o AR IE L IRANE AU 2R
ERTMISRE  REERITEEQAF
B WEREEAARE250,000L (==
THF 0 AR#100,0007T) 2 IE LT
BH TR AETIE -

RZZBEENF+-_A=+—H  ~&EH
RTARARBEREZ FREBRBARE

Group: E@EE210% :
Percentage
Place of Issued and Shares held of ownership
Name incorporation paid up capital by the Group interest  Principal activities
EBTR gt
40 AL BEdkEx  FREREEH EZENt  EEEB
SMIC Cayman Islands 22,327,784,827 383,163,400 1.72%  Fabricate semiconductors
IR REHES ordinary shares of ordinary shares of for customers based
USD0.0004 each USD0.0004 each on their own or
22,327,784,827H% 383,163,400/% third parties " integrated
BiREE0.0004 FRMA1E0.0004 circuit designs
EIA il EIA 3 il REXPRIRE=EN
ERERRAREP

During the year ended 31 December 2006, 323,888,000 ordinary
shares of USD0.0004 each of SMIC (“Loaned Securities”) with
carrying amount approximately HK$327,127,000 (approximately
RMB328,664,000) owned by the Group are lent to a financial
institution. The Loaned Securities are transferred to the financial
institution in exchange of the cash collateral amounted to
approximately USD28,296,000 (approximately RMB220,996,000)
(“Cash Collateral”) paid by the financial institution and recorded as
the other loan of the Group (the “Securities Lending”) (note 33).
The financial institution should redeliver the Loaned Securities to
the Group and the Group should redeliver the Cash Collateral to
the financial institution within one year.

REE-_ZTEXF+_A=+—H
HFEE AEEEHEEREBELY S
327,127,000/ 7t (49 A R #5:328,664,000
7T ) 2 323,888,000 % & A% M {80.0004 3%
TZHRGEBRERER((EEESDET
—FHE LR - (EEFFEEETZSE
Bl DA BN H S {5 4928,296,0003% 7T
(#) N R #220,996,0007T ) 7 IR & 1 17
(BT WIARNEBMEME K
([FBHEE])(FFE33) - L RIEA
R—FARAEEETRFEEES
AEBENMER—FARMZEREBEEN
AR IR -
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22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

78

(Continued)

During the year ended 31 December 2007, the Group entered into
a supplemental agreement with the financial institution, pursuant
to which the Group and the financial institution thereto agreed to
the extension of the duration of the Cash Collateral for three more
years following its expiration, and adjustment to rate of interest on
the Cash Collateral and the maximum amount of Cash Collateral to
be deposited by the financial institution with the Group.

Furthermore, the Group and the financial institution entered into
a share options agreement (the “Share Options Agreement”),
pursuant to which the Group agreed to grant to the financial
institution the share options on 50% of the Loan Securities, on the
basis of one Loan Security per share option and expiring on the
date falling two trading days before 18 June 2010. Details of the
Share Options Agreement are included in note 34 to the financial
statements.

On 17 November 2008, the Group and the financial institution by
mutual agreement had agreed to early unwind and terminate the
Securities Lending with no additional costs and penalties payable
by the Group to the financial institution. Upon the fulfilment and
satisfaction of the respective payment and delivery obligations
of the Group and the financial institutions under the Securities
Lending, none of them would have any further obligations to each
other pursuant to the Securities Lending. During the year ended
31 December 2008, the Group repaid RMB175,421,000 (2007:
RMB33,512,000) to the financial institution resulted from decrease
in the market value of the Loaned Securities in accordance with
the provision of mark-to-market value of the Cash Collateral fixed
in the agreement and early unwinding and termination of the
Securities Lending.

At 31 December 2007, the Loaned Securities with carrying amount
approximately RMB248,697,000 owned by the Group were lent to
the financial institution.

At 31 December 2007, the remaining 59,275,400 ordinary shares
of USDO0.0004 each of SMIC held by the Group with carrying
amount approximately RMB45,514,000 were not for sale without
the prior written agreement from the financial institution.

22. 7]

HHEMBEE®

BE_TTLF+_A=1T—HLF
B ANEBEZS BB T
& B ARBEZSREEBRER
B \|MAERE TR =F - X5t
REB|ANXARZEBBEBERAE
EFEZRESEELAR -

AN - RER B BLEL & B AT AL B AR
ek ([BREwRE ) - Bt AEER
ﬁ%%%ﬁ% %ﬁ&%ﬂ%%%ﬁ%
tE - RES-DEEFEFLBR 0B
P o ﬁ%%h%%ﬁ_f TERA
TNABAIMER SR EBEIH - BiE
et < FEISEN B S AR M 7E34 ©

RZFZENF+—A+ER AEEH
ZEBEBET A RS  RERFHE
BREILERER  MAREHARZ
RSN EABEIIERRER - R
FEERZERBBREESEEZS

Eﬁm& ﬁf&kﬁ&#f Wik - &
BAREE %%ﬁﬂﬁ%%EﬂL
—iaﬁ RBEE-ZZNF+_-H

=t+—HIEFE BARERBHEATE]
REFMUNEFERE TEEFEST
BETE MEREHBR R IEFLFE
B ASEBERZSHEBEEEARE
175,421,000 (ZEZ£F : ARK
33,512,0007T) °

R_ZEE+LF+-_A=+—8 £&£H
Ffr%ﬁﬁEﬁﬁ@m%/&%ms,@gzoooﬁ
ZEEEHCE TR REE -

RZZFEZE+F+-_A=+—8 ' ~5EH
Fﬁ?ﬂﬁ%T59,275,4OOH & I HE {20.0004
ELZHRLEBRETRERERENAAR
#45,514,0007C - RAREZSRIKES
ARZRNEHE
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23.

24.

INVENTORIES

Raw materials ERE
Work in progress & m
Finished goods e

Less: Allowance for obsolete and  J& : 1B 8 2 7 S BE
slow-moving inventories

TRADE RECEIVABLES

The Group’s trading terms with its customers are mainly on
credit, except for new customers, where payment in advance is
sometimes required. The credit period generally ranges from 3 to
6 months, starting from the date on which the significant risks and
rewards of ownership of products are transferred by the Group
to customers or the date of completion of services provided or
the payment due date as defined in the contracts, whichever is
the latest. Each customer has a maximum credit limit. The Group
seeks to maintain strict control over its outstanding receivables
and has a credit control department to minimise the credit risk.
Overdue balances are reviewed regularly by senior management.
In view of the aforesaid and the fact that the Group’s trade
receivables relate to a large number of diversified customers, there
is no significant concentration of credit risk. Trade receivables are
non-interest bearing.

The ageing analysis of the trade receivables, based on the
date on which the significant risks and rewards of ownership of
products were transferred by the Group to customers or the date
of completion of services provided or the payment due date as
defined in the contracts, whichever is the latest, is as follows:

0 to 90 days 0£90H

91 to 180 days 91£180H
181 to 365 days 1812365H
Over 365 days Bia365H

23. 7K

2008 2007
—EINEF =
RMB’000 RMB’000
AREBTR ARBTT
9,526 9,280
3,207 1,676
7,288 6,125
20,021 16,981
(3,889) (3,869)
16,132 13,112

24, FEYNE ZERFX
BEAEEY B KR BHEEAE
BREENR  FEEEFASEHS
BREA - BREREA— RS E6MEATE - B
REEGEREEE 2 ERERE KR
WERF Y BRI HIRE Y S B 8
KA WFRE B A GAREE S
)R E - BEREFUERSEEE -
A B BN BRI E R R R 5
BER WIRESEIEHE By
BRAERE SHREBASSTHE
BRI - BN FREE - i EAE
W R SRR A RS TRARS
HULEERBRILEBNES - EKERS
RS IS, o

B E BRFZ RER DT HIRIEAEE
REmEREZEXNRRLRMETE
PR RS < TR A B A KPR E
ZNRBHA(ABRRERE)EE @ &

AR
2008 2007
—EBENE ZETLF
RMB’000 RMB’000
AREFxT ARETF T
11,572 17,940
1,873 681
2,091 1,188
3,630 740
19,166 20,549
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24. TRADE RECEIVABLES (Continued)

80

As at 31 December 2008, an allowance for estimated irrecoverable
trade receivables was approximately RMB40,539,000 (2007:
RMB39,770,000), in which included an allowance for estimated
irrecoverable trade receivable from a related company controlled by
Peking University of RMB610,000 (2007: RMBNil). The decrease
for the years ended 31 December 2008 and 2007 represented
the net impact of allowance for doubtful trade receivables and
reversal of allowance of doubtful trade receivables amounted to
RMB1,833,000 (2007: RMB1,087,000) and RMB824,000 (2007:
RMB1,693,000) respectively; and foreign exchange translation
gain of RMB240,000 (2007: RMB318,000).

As of 31 December 2008, trade receivables of RMB2,123,000
(2007: RMB2,455,000) were past due but not impaired. These
relate to a number of independent customers for whom there is
no recent history of default. The ageing analysis of these trade
receivables is as follows:

Up to 3 months 31 A LAA
3to 6 months 3%61EA
6 to 12 months 62 121E A

Analysis of the trade receivables denominated in the presentation
currency and the currency other than the presentation currency of
the Group is as follows:

AR
=TT

RMB
usD
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24. BEUE 5RRF (%)

_§2A¢+ H +—B - 5t
JTTW@A R BEBHOARE
40,539,00073(:§=§t¢ AR
39,770,0007T) * EFBIER B R K

ﬁ%%ﬂ%%@iZ%%ﬁTT%@%
BRFEE AR 610,000 ( —EE+
E AREZIL) - HE_ZEZNFRZ
T LF+ A=+ —HUEFEZRD
R EWE SRR REEERERE S
BE R IR ER B2 B AREE1,833,000
m(_?@?ti : AR #1,087,0007T)
M ARM824000T(=ZZEE t¢ )\
R #1,693,0007T ) : &Eﬁuﬁz
¥ 240,000 L (Z T Z £ F: }\Eﬁ%
318,0007T) 2/ FEB & -

RZZZENEFE+-_A=+—"H AR
#2123000 (=TT LF : ARK
2,455,0007T) < FEWE 5 R E BB HE

WARE o 52 5 8RN BT HA 0 B R AT
BreZRBURFAR - HWEREKES
R BRI T
2008 2007
—TENE —ETAHF
RMB’000 RMB’000
ARETRT AR¥TFT
819 2,185
7 270
1,207 -
2,123 2,455
REBUEREEREZHEE UG
%ﬁ‘J@ZFEH& RTINS
2008 2007
—EE0E —ETAF
RMB’000 RMB’000
ARETT ARETT
17,778 13,321
1,388 7,228
19,166 20,549
MERHARAT
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25. LOAN RECEIVABLE 25. ngﬂlg-ﬁ
At 31 December 2007 the loan receivable, which is denominated —EEF+ A =+— EI PASETT
in USD, is secured by a share charge executed by the holding EIJTEZfHQfQ R TH DA T AR A T HR
company of the borrower over thirty six shares of the borrower, FiEH 2 =+ NBEFRRDETRG I
interest-bearing at annual interest rate of 30% and is repayable o RERRIEE AR —FERNE
within one year. The loan was fully repaid during the year ended 31 2 e ;Z%%G?KEEA%Z:Z@* 2 J\E‘?’ -
December 2008. A=+t—HBIEFERNEBHEE -
26. DUE FROM/TO A SHAREHOLDER 26. BEH&/BEﬁ—%HQi%ﬂIE
The amount due from/to a shareholder is unsecured, interest-free e et — %Hx%%ﬂlﬁﬂﬁﬁﬁ 3
and has no fixed repayment terms. B EE TR E
27. DUE FROM/TO RELATED PARTIES 27. FEYL FESTRAEE A L FE
The amounts due from/to related parties are unsecured, UL FEA AR A T FIE Ty KR
interest-free and have no fixed repayment terms. BRERETFERE -
28. PREPAYMENTS, DEPOSITS AND OTHER 28. FE{1% » 4 R Efh EIK
RECEIVABLES IE
2008 2007
—BEN\E —TEF
RMB’000 RMB’000
ARSETT ARETFTT
Advances to suppliers TEfTHIERE A 2,233 6,017
Prepayments TERTR 1,429 321
Advances to staff T B I A 2,450 1,920
Deposits Ze 502 13,322
Other receivables E e GRIE 1,003 1,579
7,617 23,159
29. FINANCIAL ASSETS AT FAIR VALUE 29. B A FEsINERHEEZ
THROUGH PROFIT OR LOSS M EE
2008 2007
—ETNE TETLF
RMB’000 RMB’000
AREFx ARET T
Equity securities, at fair value BARFES - BAFE
Listed in Hong Kong and EREBEMR EHEAETE
market value of listed securities 10,513 -

The above financial assets are classified as held for trading. MBS EEDBAFIEEE -

ETRABSAEEBREWRARAFE
W AAEETROH L RE - ZEF
FWEE T FHEER -

Listed equity securities offer the Group the opportunity for return
through dividend income and fair value gains. They have no fixed
maturity or coupon rate.

The fair values of listed securities are based on current bid prices. TTHESAFERBRTERETE
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30. DEPOSITS AND CASH AND CASH 30. ZRURRERREEEY

31.

82

EQUIVALENTS
Cash and bank balances R & RIBITFER
Time deposits TEBITE R

Less: Non-pledged time deposits & : EVSEFREIEH BB =1E A
with original maturity of 2 EIRIRE B AR
more than three months
when acquired

Cash and cash equivalents ReERRESEEY

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Time deposits are made for a term of six months
(2007: between one week and twelve months) depending on the
immediate cash requirements of the Group.

Analysis of the deposits and cash and cash equivalents
denominated in the presentation currency and the currencies other
than the presentation currency of the Group is as follows:

RMB AR

HK$ BT

UsD ETT

TRADE PAYABLES 31.

The ageing analysis of trade payables, based on the date on which
the significant risks and rewards of ownership of materials were
transferred by the suppliers to the Group, is as follows:

0to 90 days 0£90H

91 to 180 days 91£180H
181 to 365 days 181£365H
Over 365 days B3R365H

2008 2007
—EBEN\E ZETLF
RMB’000 RMB’000
AREFx ARETF T
551,622 161,664
46,873 581,931
508,495 743,595
(46,873) (89,488)
551,622 654,107

IRITFEZRIEFREITFEAFERZE
BRENAI B - TEAERMFRBANEA
(ZEZE+F N T—EH=+=EAH)
BEREERRESFEME ©

AEENEREE R ESHREB NG
BBz FERARB SRR ESEYD
MranR:

2008 2007
—BT/\& e
RMB’000 RMB’000
ARSFT INSLUS T
447,239 85,505
144,340 69,197
6,916 588,893
598,495 743,595

FE 1 & 5 RR 3K

e E 5 8RR 2 BRI 0 AT Th IR B (L B
HE YRR 2 EARE R KRB T A
Bz BHEE - #HImT

2008 2007
—EENEF =
RMB’000 RMB'000
AREBTR ARBTT
15,396 16,669

907 17

1,915 133
5,427 3,489
23,645 20,408
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31. TRADE PAYABLES (Continued) 3

Analysis of the trade payables denominated in the presentation
currency and the currency other than the presentation currency of

—h

. EFNESERA@
AEE 2 WL 2 W A
MBS R BRI

the Group is as follows:

2008 2007
—EENE ZEELF
RMB’000 RMB’000
ARBTT ARBFT
RMB ARE 19,672 16,568
usD ET 3,973 3,840
23,645 20,408
j= 4 Eh
32. BANK LOANS 2. WATHM
The bank loans are repayable as follows: BITEBRR AT HIREE -
2008 2007
—EBNE ZETHF
RMB’000 RMB’000
ARETT ARETT
On demand or within one year REXH—FR - 10,000
Less: Amount due for settlement & : 7+ =& A W EIH]
within 12 months (shown ZHIE BRRBAaE)
under current liabilities) - (10,000)

Amount due for settlement
after 12 months

All the carrying amounts of the Group’s bank loans are

denominated in RMB.

The average interest rates paid for bank loans at 31 December

2007 were 7.43%.

At 31 December 2007, bank loans of RMB10,000,000 were
secured by a charge over certain property, plant and equipment of

the Group (note 16).

33. OTHER LOAN

At 31 December 2007, the Group’s other loan represented the
Cash Collateral received from the financial institution in exchange
of the available-for-sale financial assets lent to them (note 22). The
coupon interest rate of the Cash Collateral has been changed to
USD-LIBOR three month rate plus 4% while the effective interest
rate is 6.4%. The loan was fully repaid during the year ended 31

December 2008.

B Rt ERREIEIZ A

¥IIE

AEEMRERITERZEAEIUAR

RZZEZHF+_A=+—8  BiRTT
BRI 2 MK A7 A3E -

R-IEE+F+_A=1+—H AR
10,000,000 7T Z SRITERTIAAREE 2
AETWE - BB &EEFTE16) (EEF
PEIR -

33. Hit&wK

RZZEZLF+_A=+—H £5H
H A B IR A — R & B RS Al
EEHE E M R EUE 2 R & H (M5
22) - R EAZREXEHABRMEK
RITEE=—EAXTHREEIN4E - ME
BAMEAREAE - ZEFERBE-ZT
ENFT A=+ —HIFERBHE
= o
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34. DERIVATIVE FINANCIAL INSTRUMENTS

84

Pursuant to the Share Options Agreement, the share options are
automatically exercisable by the financial institution by reference
to the options relevant price on each day of the exercise period
as compared to the strike price which is fixed at the amount of
USD0.2168 (equivalent to approximately RMB1.5836) per share,
and will expire on the date falling 2 days on which the Stock
Exchange is scheduled to be opened for trading during its regular
trading session before 18 June 2010. The share options are
exercisable by two methods, being physical settlement and cash
settlement methods.

The fair value of the share options were calculated using an option
pricing model and the change in fair value is recognised in the
income statement.

On 17 November 2008, the Group and the financial institution by
mutual agreement had agreed to early unwind and terminate the
Share Options Agreement with no additional costs and penalties
payable by the Group to the financial institution.

Fair value of share options KR—A—HZ
at 1 January BN T E
Change in fair value for the year FARFEEZE
Termination 1k
Exchange differences EHER
Fair value of share options wt+—A=+—HB2
at 31 December BREATE

At 31 December 2007, the inputs into the option pricing model are
as follows:

Current share price =Rl
Exercise price TEE
Expected volatility TEETIRIE
Life of options AR F

£ JE B M) 2
TBRTLE &

Risk free rate
Expected dividend yield

Expected volatility was determined by calculating the historical
volatility of the share price of SMIC over the previous 2 years.

34.

TEHMBIA

RIEE R E S BREN RS
BITERANT A 2 BB ER (R
TFEREFM0.2168E L (MHE R AR
1.583670) Z1T1E(E) BBTTE » WK
—ZE-ZFXAT+N\BRMABRIAE
REERSHBEHMEEEAE® - B
RIEADRANEMEERE S EERE
FRITE ©

AR AT R R E R
- AT ERBEHRERER -

R-FZNF+—-A+ER AREH
ZEREEEBRERE  AERPHE
B K2 BB B 1 A A SR BB AR
Z T B ST AT RN A R A o

2008 2007
—EBEN\E ZETLF
RMB’000 RMB’000
AREFT ARETF T
6,783 -

- 7,064

(6,783) -
- (281)

- 6,783

R_FELFE+-_A=1+—0  H#EE
ERAASEMT

HK$0.827%& 7T
HK$1.6959/%5 7T
38%

2.47 yearstF
2.67%

0%

JEETRIE B BET H R SRR R ER B
EMF 2 R SLIRIREETE ©
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35.

36.

E-FFN\F+-A=+—AILFE

DEFERRED TAX

At the balance sheet date the Group has unused tax losses of
approximately RMB57,173,000 (2007: RMB14,420,000) available
for offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.

At 31 December 2008, there was no significant unrecognised
deferred tax liability (2007: RMBNIl) for taxes that would be payable
on the unremitted earnings of certain of the Group’s subsidiaries,
as the directors do not have intention to remit such earnings to the
Company in the foreseeable future.

SHARE CAPITAL

2atfit - BETREE
700,000,000/% &A% HI{E

Registered, issued and fully paid:
700,000,000 promoters shares of

RMBO0.10 each AR®0.107T .2 e AR
484,800,000 H shares of 484,800,0000% & i% E &
RMBO0.10 each AR#0.1070 7 HIR

The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern and to maximise
the return to the shareholders through the optimisation of the debt
and equity balance.

The Group sets the amount of capital in proportion to risk. The
Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the payment of
dividends, issue new shares, buy-back shares, raise new debts,
redeem existing debts or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-equity ratio.
This ratio is calculated as net debt divided by total equity. Net debt
is calculated as total debts less cash and cash equivalents. Total
equity comprises all components of equity (i.e. share capital, share
premium, minority interests, retained earnings and other reserves).

35.

36.

IEERIE

REEH  AEEEHASAREBE
#)ANREES7 173,00000( ZZZLF - A
R#14,420,0007T) * A A{EHEH AR %
F o ARARBETRRIARIOHEF B - thir
EERAMIEEHIEEE

RE-ZZENF+-_A=+—H HRE
EEENTRSRELMERARANE
ARA] - HAREETHEARRED
BN RBAYE 2 IR BERTAEX
AERBBLEHBRE(ZTTLF : AR
¥Er) -

Bz 7

2008 2007
—BENEF —ETLF
RMB’000 RMB’000
ARBTR ARETT
70,000 70,000
48,480 48,480
118,480 118,480

AEBZERNEEB R RMERAEEGE
WFFEKE  UREBE(CER MR
LB BRI 4R -

REBEZRBRLLAIREERERE - A&
BEREAGBYILRBEAREEZ
RERRERBRSEENRE - BER
HRHBERER  AEERGHBERE
XN EHE - BITHR - Bk - #5%
HER  EERAEBIHEEER
EET

FEBNEEREL RELLRENR o
BB RREFRGREERTE -
ERFRUNEHRERRS RS
EBYtE - BB mAEmE D (B
A~ Bin (B - DERRER - BiF
B R EmEE)
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36. SHARE CAPITAL (Continued)

86

During 2008, the Group’s strategy, which was unchanged from
2007, was to maintain the debt-to-equity ratio at the lower end
of the range 0.1 to 0.3, in order to secure access to finance at a
reasonable cost. The debt-to-equity ratios at 31 December 2008
and at 31 December 2007 were as follows:

Total debt A5 4R

Less: cash and cash equivalents & : & RIREEEY
Net debt B FE

Total equity ety

Debt-to-equity ratio BEERL %

Since there was no debt outstanding at 31 December 2008,
calculation of debt-to-equity ratio at 31 December 2008 is not
applicable. At 31 December 2007, cash and cash equivalents
amounted to approximately RMB654,107,000 resulted primarily
from receipt of sales proceeds from the disposal of the associate,
Chengjian Donghua, which exceed total debt of RMB187,711,000.
Accordingly, there was no net debt at 31 December 2007 and
calculation of debt-to-equity ratio at 31 December 2007 is not
meaningful.

The only externally imposed capital requirement is that for the
Company to maintain its listing on the Stock Exchange it has to
have a public float of at least 25% of the shares. The Company
receives a report from the share registrars monthly on substantial
share interests showing the non-public float and it demonstrates
continuing compliance with the 25% limit throughout the year. As
at 31 December 2008, 41% (2007: 41%) of the total promoters
and H Shares were in public hands.

36. &A@
RZTENGF  REEEED
tEFEZRE > BMOEFEERESLER
01 ZE0.3FE RN Z EIEKF - BIRULA
BERAERRE R_ZENEFE+ A
=t—-Bk-_ZE=LF+-_A=+—8H
2 BB RS RIEN T

_77

2008 2007
—BENE —ETLF
RMB’000 RMB'000
AREBTR AR¥ETT
- 187,711

- (187,711)
757,591 1,020,591

ARAE-_ZENEFE+_A=+—HE
FEEES WU TEEFE-_ZTTN
Fr+ZA=t+—HzaE#E=RLE - R
—EE+FF+A=+—H BHe kR
S EEMH A AREEB54,107,0000T © F
TRA L EH S DRI RESFHE
BHEARE187,711,0007T 2 &5 4EEE o
Al RZZETEF+_A=+—H1
EHESERFE  MiABE_TTLF
+Z A=+ —BzaERELETES
;j%o

NRRAEFREB R EHmATES
FME——IERIINEENRABRT &
ZHRFBROLABREFRETPRBRHZ
25% ° NARFABRMBEELER
BHEHAFAZEREER 2 T ERMHE
HHRE  WEBTARAREN—EH
B2%Z TRBE - RZETZNEFE+=
A=+—H8 2PHELAEKHEZ41%
(ZEEF M%) BHAREE °
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Property, plant and equipment

Prepaid land lease payments

Investments in subsidiaries,
net of accumulated
impairment losses

Due from subsidiaries

Non-pledged time deposits with
original maturity of
more than three months
when acquired

Cash and cash equivalents

Other current assets

Dividend payables

Current tax liabilities

Other current liabilities

NET ASSETS

Share capital
Reserves (note 38(b))

TOTAL EQUITY

37. BALANCE SHEET OF THE COMPANY

mE - BB MR
Tl T A ERIA
LB ARNRE
kr REHRERE

& Bl R R 3RIR
HSERE M A EE=1EA
Z EEIRE IR

RE MRS EEY
HitmBh & E
FERALE.
BIE#ARIR B (&
HitREBE

FAE

RS
@ (B7380b))

B

Ot TO the FlﬂanC|a| Statemeﬂts For the year ended 31 December 2008
B MRMT se—eenst-a=+—au1se

37. ApRIBEAEER

2008 2007
—EFTINE ZET+F
RMB’000 RMB’000
ARETRT ARETT
6,762 5,762
5,608 5,693
33,558 33,558
210,335 482,866
46,873 47,802
433,590 215,227
3,602 4,268
(10,277) -
(42,287) (42,287)
(18,292) (21,687)
669,472 731,202
118,480 118,480
550,992 612,722
669,472 731,202
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38. RESERVES

@

88

Group

E-TT

— ==

NETZA=+—RLFE

38. f#thE
A2
ARE HESERASTREA

The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statement of

changes in equity.

Company

At 1 January 2007

Profit for the year

Transfer

2007 proposed
final dividend
(note 14)

At 31 December 2007
and 1 January 2008

Loss for the year
Dividend paid

At 31 December 2008

R-FE+F
—R—H

KEZRF

B

“ETLFRR
REREWZ14)

RoFTLE
+-A=+—H
RZZTNF
—fA—H

AFEFE

BAIRE

RZFENE
+=A=+—-H

Nature and purpose of reserves

(i) Capital reserve

(@)

AENIA 25 ©

m

The capital reserve of the Company and the Group
represents the aggregate of:

- share premium totalled approximately
RMB374,639,000 arising from issue of new

shares;

b) ARQTE
(Accumulated
losses)/
retained Proposed
Capital Reserve profits final
reserve funds ( BitE5E) dividend Total
BAGE fpEe BHEEHN  BRKERS ait
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT ARBTFT ARETFT ARETT ARBFT
(@[] ((c)(iy)
377,720 52,579 (125,583) - 304,716
- - 308,006 - 308,006
- 24,187 (24,187) - -
- - (23,696) 23,696 -
377,720 76,766 134,540 23,696 612,722
- - (38,034) - (38,034)
- - - (23,696) (23,696)
377,720 76,766 96,506 - 550,992
() fREEHEERAZE
0 BELEE
AARIRAEEE RN EEE
THEIEZ @H
- BIOIHMRESALED
B AR¥E374,639,000

TEZ BB
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38. RESERVES (Continued)

Nature and purpose of reserves (Continued)

©

(i)

(i)

Capital reserve (Continued)

- the waiver of an amount of approximately
RMB1,654,000 recorded as part of issuance
expenses for the listing of the Company’s H
shares on the GEM in July 2000 (the “Listing”)
payable to an unrelated party who had provided
services to the Company during the Listing
pursuant to prevailing accounting principles and
regulations in the PRC; and

- the net gain of approximately RMB1,427,000
resulting from debt restructuring of Hebei Fire
Alarm, a subsidiary of the Company, transferred
in accordance with prevailing accounting
principles and regulations in the PRC.

Reserve funds

Reserve funds comprise statutory surplus reserve
and discretionary surplus reserve. In accordance
with the laws and regulations in the PRC and articles
of association of the Company and its subsidiaries
incorporated in the PRC (collectively referred to the
“PRC entities”), the PRC entities are required to
appropriate 10% of their profit after tax, after offsetting
any prior years’ losses, to the statutory surplus
reserve. When the balance of the statutory surplus
reserve reaches 50% of the PRC entities’ registered
share capital, any further appropriation is optional.
The statutory surplus reserve can be used to offset
prior years’ losses, if any, and may be converted into
share capital by issuing new shares to shareholders
in proportion to their existing shareholding or by
increasing the par value of the shares currently held
by them, provided that the remaining balance of
the statutory surplus reserve after such issue is not
less than 25% of share capital. The PRC entities
may transfer an amount from their profit after tax to
the discretionary surplus reserve approved by the
shareholders. The discretionary surplus reserve can
be utilised to offset prior years’ losses of the PRC
entities and to distribute to shareholders in the form of
bonus issue.

38. f#E@®

©

REMERARE)
() EXwER(E)
- REVERITZEF

(i)

RRIRER - AAF
HIER — 2T F+
AT R L™
([Em 1) AR
AR IR 2 IF
BOBNHOARE
1,654,000 7T #89 #£1T
SHE#R R

—  AREHBRAFIL
HIEEBEMREE
ZERZHARE
1,427,0007C * BIEH
BIRTz e £ K&
SRR -

EEEL
REEZBREERBATE
ERERBHLED - RIE
REDERMOERIA KA A
R B ep B RE A L 2 Fit
RA(ATEEHEER])
ZHEBERRAR  PEE
BAREN KRS (EHE
AAEFEERR) - B
10%EEERBATER - B
LEERB AR D ED T
B B B8 Sl AN 2 50% B /]
BEEE SRR - XER
FRATE R AT A AR
EEHECGESR) @ IAEBmH
PSR A% FF L B B AT R AR R
BB IR E AR A AR
ZEEBBRKBRA - A
BITREAERB LB HE
PO RIRAE 225% » HE
ERUSABESEARRR
SR E BRI E 2R
BBATEE - EBRAKRATE
TR AERETEER B
EFEEIE - WATEA TR
A& R RIEE
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38. RESERVES (Continued)

(d)  Profit appropriations
Under the PRC Company Law and the respective
companies’ articles of association, the net profit after tax
as reported in the PRC statutory financial statements,
prepared in accordance with PRC accounting principles
and regulations, can only be distributed as dividends after
allowance has been made for the following:

(i) Make-up of prior years’ cumulative losses, if any.

(i) Allocations to the reserve funds as stated in (c)(ii)
above.

(i) Allocations to the discretionary reserve fund if
approved by the shareholders. The discretionary
reserve fund can be used to offset prior years’ losses,
if any, and capitalised as the Company’s share capital.

39. SHARE-BASED PAYMENTS

90

Equity-settled share option scheme

The Company approved a share option scheme (the “Scheme”)
pursuant to a resolution passed on 5 July 2000 for the purpose of
providing incentives and rewards to any full-time employee of the
Group (including directors of the Company and its subsidiaries)
(the “Employee”) who contribute to the success of the Group’s
operations. The Scheme became effective for a period of 10 years
commencing on 5 July 2000. The Scheme will expire on 4 July
2010.

An offer of a grant of a right to subscribe for H Shares pursuant
to the Scheme (the “Share Option”) must be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of RMB1 in total by the Employee who accepts an
offer of the grant of the Share Option (the “Grantee”). No Share
Option shall be granted to any Employee if, at the relevant time,
the number of H Shares the subject of such Share Option, when
added to the number of H Shares which may be subscribed by
that Employee under any outstanding Share Options granted
to that Employee and to the number of H Shares previously
subscribed by the Employee under any Share Options granted
to the Employee, would exceed 25% of the aggregate of the
maximum number of the shares of the Company available for
subscription under the terms of the Scheme at that time and
H Shares already issued under Share Options previously granted.

38.

39.

&

(d ZBRDE
RETRATERSEHEAT A
BERMA - PEETHBRE
(REarh E e 5 R A R A8 fl R E) R
W BULEF - EAER TR
B A AR S -

() WMEBEFE R EIE
(IfF) -

iy  BEE LS (o)) FrEi &
@o

(i) BEEEFHEED  HLA
BUSERALAE - EEREE
SR REREAEFREZE
B(E) - MAIERERD
ZAVNSI 2N

Bz A7 B HE T 5K
DVCESd VG ]
RER-_ZZTTFLARTRBBRESR
#E —EEERES B ([5H81)) - MR
SERMEEFELERMZASEEMNE
BEES BEARRREMNBRARES
(MR RRHEBNMER - FHEIR =
ZETEFLARARFTTFERBR - A
BR-_Z—TFLANAERW

EMMERLEREZBE ([RRADA
R H B HREE 28 A A M REHRE
BHEARBATTREMMEDRIZEET
RIBHBZ A ([FEERE L) - HNBRE
BT RHIRBE - IARE
R P IR A 7T 1 R 7T {62 B AR A 7T
TR DA R (R B AR AR 157 P JE 4 A {0 i ASURE
ELRNREZZHBREAE - HEEER
RIBABER A HRB 2 AR BRND &
SHE MBS ROBRED L%
TTZHERME 2 #825% @ Al EEE
R B IR MR RAE -
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39. SHARE-BASED PAYMENTS (Continued) 39. BRin EHEFTR ()

Equity-settled share option scheme (Continued)

The subscription price will be determined by the Board, and
will be at least the higher of (i) the closing price of the H Shares
quoted on the Stock Exchange on the date of grant, which must
be a business day; (i) the average of the closing prices of the H
Shares quoted on the Stock Exchange for the five business days
immediately preceding the date of grant; and (i) the nominal value
of a H Share.

The Share Options may be exercised during a period to be notified
by the Board to Grantee and in any event shall not be less than 3
years and not more than 10 years commencing on the date upon
which the offer relating to such Share Options is duly accepted in
accordance with the Scheme.

The maximum aggregate number of H Shares subject to the
Scheme, must not, in aggregate, exceed 30% of the total number
of shares (comprising domestic shares and H Shares) of the
Company in issue from time to time during the period of 10
consecutive years commencing on 5 July 2000. The total number
of H Shares available for issue under which may be granted under
the Scheme, must not in aggregate, exceed 10% of the number of
the total shares of the Company in issue from time to time unless
further Shareholders’ approval has been obtained.

However, employees who are Mainland China nationals shall
not be entitled to exercise the Share Option until the current
restrictions on these persons from subscribing or dealing in H
Shares imposed by the PRC laws and regulations have been
abolished or removed.

During the years ended 31 December 2008 and 2007, no Share
Options have been granted under the Scheme.

LU A48 B RR iR 8I (48)
REBEHEEEET  BRLAEUT
FHEZE=E  (RHABWMEREE
BB X FTATRHI (B (i) BER
B HA R LA 2 2 B R R FTRT IR H AR
SEEURTHE ¢ K (i)HMTEE -

ERATREZEMEMNE 2 HF AT
EERE  MAEEAER TZHRETE
PR EF B EA B MR EERE 2
& A BER S R T R10% »

B RHE RS ABERAFE
i TMSEARARR_ZZEEFLHA
TREHEETFHMEATR D EITR
7 (BRRANE R EHIR) £230% R
eI BRI BRI BT 2 HIREE B
RARER > TEBARRRTRKEH
TR 48 810% » HERBIRRE—F
HEAERIERIN

A - FBUADI MR R B B A
BRzESRBREZTHR 2 HRITRS
BERERRBUBRT » 2 FAL —BUEET
{ERBAHE -

HE-_ZZ)\GR_FTT+F+=A8
=+—BIFE  BERETEREE
Bl e 30
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40. NOTES TO THE CONSOLIDATED CASH 40. B£8R &R B RN

92

FLOW STATEMENT

Acquisition of a subsidiary

On 20 March 2008, the Group acquired 75% of the registered
capital of Sichuan Jiuyuan for a cash consideration of
RMB2,369,000. Sichuan Jiuyuan was engaged in design,

WE—KMBAF
RZZEZENF=ZA=-+H  KEBELR
S HREARME2,369,000 T U EE D) ML
75%$§>\o¢m mllﬁ WEXR

manufacture and sale of fire alarm system, security and fire

equipment products during the year.

The fair value of the identifiable assets and liabilities of Sichuan

Jiuyuan acquired as at its date of acquisition, which has no BENBEZATEEERMETES
significant difference from its carrying amount, is as follows: RER| - WEFHWOT -
RMB’000
Net assets acquired: TR iE&E ARBTT
Property, plant and equipment M - WEKRERE 917
Inventories FE 2,081
Trade receivables JEUNE 555 4,764
Prepayments, deposits and other receivables AR - e REMEKRFIR 2,072
Cash and cash equivalents ReERRSEEY 2,955
Trade and other payables JEN B SRR R E BN FIR (8,165)
Other loan HibER (1,000)
Current tax liabilities BIEATRIARE (87)
Minority interests DR R (884)
2,653
Excess of the Group’s share of the net fair value AEERGAIENEE - BER
of the identifiable assets, liabilities and contingent SABERE N 2 £58
liabilities over the cost of acquisition (T AEALUA)
(included in other income) (284)
Satisfied by: BAT AR
Deposit paid during the year ended REZE-_ZET+F+-_A=+—H
31 December 2007 I FEAY ke 2,369
Net cash inflow arising on acquisition: WEEFTE IR &M E FRE
Cash and cash equivalents acquired Fﬁ”&ﬁ%ﬁ@&fﬁﬁwfﬁ% 2,955

Sichuan Jiuyuan contributed approximately RMB7,780,000 to the

EENMHE
Em e

RIS A = S 4

f%;z&ﬁﬁ)\uxﬁ

P B - PRI DI AR Z AT R

H i8R - AR

Group’s turnover and incurred loss before tax of approximately
RMB303,000 for the Group, for the period between the date of
acquisition and the balance sheet date.

If the acquisition had been completed on 1 January 2008, total
Group turnover for the year would have been RMB172,321,000,
and loss for the year would have been RMB191,579,000. The
proforma information is for illustrative purposes only and is not
necessarily an indication of the turnover and results of operations
of the Group that actually would have been achieved had the
acquisition been completed on 1 January 2008, nor is intended to
be a projection of future results.

Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t Rt AS BERF

AR E S R R A AR 7,780,000
T WARNEBEEARHATBEOAR
#303,0007T °

WKEEER _-_ZTETENF—A—H=x
B FRAAEEREEBRBAEARE
172,321,00070 * FAEBEAAARE
191,579,0007T - HEERHEIER A A
%o WIERBRUWEBER -_ZTNE—A
—HERZAEEEEARISEER Y
BERIEE I TREREARIRESE 28R
FEIZ o
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41. CAPITAL COMMITMENTS

The Group’s capital commitments at the balance sheet date are as

follows:

Contracted but not provided for [
Property, plant and equipment
Unpaid balance of capital

contributions to jointly
controlled entities

42. LEASE COMMITMENTS
At 31 December 2008 the total future
under non-cancellable operating leases

Within one year —

In the second to fifth years inclusive %

Operating lease payments represent rentals payable by the Group
for certain of its offices. Leases are negotiated for terms ranging
from one to two years (2007: one to two years) and rentals are
fixed over the lease terms and do not include contingent rentals.

E-FTN\FFoAS+—AILEE

41. EARKIE

AEBRBEER 2 BEAFENT

2008 2007
—EENE ZETEF
RMB’000 RMB’000
ARETT ARETIT
RTHIME R A5
M - BE L& - 1,170
MEREHEEEE 2
K
307,870 -
307,870 1,170
42. THEKIE
minimum lease payments R-ZZNFE+—_A=+—8 RET
are payable as follows: ARG EHERRRERMN 2 &EHRE
NERBEENT
2008 2007
—EENE ZETF
RMB’000 RMB’000
ARETT ARETIT
FA 1,376 282
“EZERF (RIEEREWF) 437 -
1,813 282
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43. RELATED PARTY TRANSACTIONS

94

(@)

43. FABALTR 5

In addition to the transactions and balances detailed @ BABBHREREMHMLZZS
elsewhere in these financial statements, the Group had the NGB  REBNAFE S HE
following transactions with related parties during the year: BEATHEHITIATRS ¢
2008 2007
—EENE ZEELF
RMB’000 RMB’000
ARBTRT ARBFT
Sales of embedded system BN YNSIECES
products to related companies BARERFER
— controlled by Peking University —HRdb R AR ETE S| 5,761 6,705
— over which the Group has —AREEEEHET
significant influence (note (i) BBREEN (M) 430 1,038
Total (note (i) ST ) 6,191 7,743
Rental expense for an office building AR —BREWE 2

charged by a shareholder RAEEFHESER

of the Company 685 665
Rental expense for a warehouse IERARBWE Z BE

charged by Peking University HeBA 43 -
Disposal of 44% equity interest in M— KA AREEH 2

and a loan receivable from Chengjian BB A Al HEMEREE

Donghua to a related company 44% AR 2 FE MUk 2 3R

controlled by Peking University B (KT a7 i)

(note (ii)) - 697,200
The Directors are of the opinion that the above transactions ARABESRE LB A TR
with related parties were conducted in the usual course of STIAH S EGBIRPET -
business.

Pursuant to the technology licence agreement entered into (b) BIEARFHE —RAEFEHEE

between the Company and a related company over which
the Group has significant influence (note (i)) dated 17 April
2000, the related company has granted an exclusive license
to the Company for the use of certain GPS technology for
a period of 10 years, in return for a royalty fee calculated
at a rate of 3% on the total sales of products using this
technology. No royalty fee was charged by the related
company to the Group in 2008 and 2007 as the Group did
not have any sales of products using this GPS technology in
these years.

TERFE N 2R ()
AT B AR —ZTTFMA++
Bz Sl R e - "2 REE A B
AA R B HE T GPSHUIT#%8
REFRTE - RETF - MABER
BRRAZERMNERBIHERE
B%:THE - IRAEER -_FTN
Fh-_FTLFHRBEHERA
GPSEiiT 2 Em » BB A TR
% 5 A AR AN R [ ] R
B -
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43. RELATED PARTY TRANSACTIONS (Continued)

(©

Pursuant to the JB-CASE Technology license agreement
and trademark license agreement entered into between
the Company and a shareholder of the Company dated
17 April 2000, the shareholder granted to the Company
a non-exclusive license to use the JB-CASE technology
and certain of its trademarks for a period of 10 years for nil
consideration.

During the year, the Group purchased certain Computer
amounting to approximately RMBNil (2007: RMB63,817,000)
and RMB20,214,000 (2007: RMB9,342,000) which were
handled by a related company over which the Group has
significant influence (note (i)) and a related company which is
controlled by Peking University on behalf of the Group at no
charge respectively.

During the year ended 31 December 2007, the
Company had disposed of Chengjian Donghua to a
related company controlled by Peking University (the
“Buyer”) at a consideration of RMB697,200,000 (the
“RMB Consideration”) and received the RMB equivalent
consideration of approximately USD93.2 million (the
“Equivalent Consideration”) in full from two related
companies controlled by Peking University being appointed
by the Buyer solely for settlement purpose (the “Appointees”).
In order to adjust the foreign exchange administration issues,
the Company, the Buyer and the Appointees entered into
an agreement on 22 May 2008 (the “Exchange Agreement”)
pursuant to which the Company received part of the
RMB Consideration of RMB384,610,000 from the Buyer
and then returned part of the Equivalent Consideration of
USD55 million to the Appointees. On 27 June 2008, the
Company, the Buyer and the Appointees entered into a
further agreement to confirm full discharge of the parties’
obligations under the Exchange Agreement.

No further agreement relating to the remaining RMB
Consideration of RMB312,590,000 has been made during
the year ended 31 December 2008 and subsequent to the
balance sheet date.

43. AT 5@

©)

BEANFEARNR]—ZREAE]
VHEA-ZTZZFINA+LHZ
JB-CASER T 5 1 1 o e i 12
BRI E X RIREINERES
AAARQRE T (FEAIB-CASEHR
MR ETEZZIEBREHE - A
Bi4-4F o

FR - AEESRBASRTE
BENAREZTL(ZZEZLF :
AR #63817,0007T) R AR
20,214,000 ( —TZT+4F : AR
#9,342,00070) Z st EHE G 7%
BREZXSDRIR—RAER AT
HEmTERTE N 2 BB A E (KM
) E—FRadt RSS2
BAR R BRALERE -

REEZTELF+_A=+—
HIEFE  AEEEBHERE
EF KA R RSB 2 B
RAEI[ER])  REAAREKE
697,200,0007T([ ARBRE]) -
WEBTEBBEEREZEZMR
EBIB Nk ) N
ZATHBBARBSERELY
93,200,000 7T ([ FEMKE]) ©
BLAREINETHEIR - AQF - B
FRZZNTRZZZNFHA
—H=HET (i)
Bt - AREIEEFWEE S A
KRB ARE384,610,0007T
WRAZEATRELSSERE
55,000,000 7T - R=ZZEZN\F X
A=Z++tR A& BEFEIE
AT#E—FET 06 - UEEEE
BBREAREBIBEB N 2RME -

RBE-FTNF+-_A=1—H
EFEAREGETBE - WERER
TARBHKEAKRKS12,590,000
TUHE— PRI ok ©
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43. RELATED PARTY TRANSACTIONS (Continued)

[} Included in the consolidated balance sheet are the following
balances with related parties:

Trade receivables from
— related companies
controlled by Peking
University
— a related company over
which the Group has
significant influence

(note (i)

Other receivables
from a related company
controlled by Peking
University

Due from a shareholder

Due from related parties
— related companies
controlled by Peking
University
— related companies over
which the Group has
significant influence

(note (j))

AT AL 2SR SRR
—HIERAREE T2
Ea)c/NC]

——RAKEREHEET
BEARENZ
BB N R (EL)

HA e — %mﬁﬁkﬁ
22 b 2 BERsE 2 )

&I — B RFRIA

FEW BE RS A £ F0R
—HIER KRB Z

2N

—AEEAHEET
Eﬁgﬁﬁz
MR E] (Hrat0)

entsS For the year ended 31 December 2008

43. AT S5

FABEEREREEATERAL

2R
2008 2007
—EETNE —ETLF
RMB’000 RMB’000
AREFTT ARET T
1,512 2,688
- 36
1,512 2,724
25 10
47 47
77 63
325 325
402 388
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43. RELATED PARTY TRANSACTIONS (Continued)

) Included in the consolidated balance sheet are the following
balances with related parties: (Continued)

Trade payables to a
related company
— controlled by Peking
University
— over which the Group
has significant
influence (note (i)

Advances from a related
company
— controlled by Peking
University
— over which the Group
has significant
influence (note (i)

Accruals and other payables
to a shareholder

Due to a shareholder

Due to related parties
— a related company
controlled by Peking
University
— related companies over
which the Group has
significant influence

(note (i)

N —REB AR ZESER
— ALK

—$§%@“¢E—Iﬁ@%
FEN (W)

TE R — KRB A B FOR
— AL R B

—AEEHEAET
BERFEN(HZ))

EN—RREsERR
E‘rﬁzm

e — R R RIA

JE 1 BRESE A £ 3K0R
—— KA RS RS2
Ea)cNC]

~REETHRIET
EAYENZ
B A (Af0)

43. FABATZ 5@
N SLEAEAEREENTEESAL

2R (8B)
2008 2007
—EETNE ZETF
RMB’000 RMB’000
AREFT ARET T
16 16
138 138
154 154
5 5
150 150
155 155
313 -
2,120 1,050
699 529
3,373 1,500
4,072 2,029
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43. RELATED PARTY TRANSACTIONS (Continued)

98

@)

During the year a related company which is controlled
by Peking University has advanced the Group a loan of
approximately RMB27,761,000 (2007: RMBNil) which
was unsecured, interest-bearing at 5.25% per annum and
repayable within 6 months. The Group paid interest expense
of approximately RMB160,000 (2007: RMBNIl) to the related
company. The advance has been early and fully repaid
during the year.

During the year, two related companies (2007: a related
company) which are (2007: is) controlled by Peking
University advanced unsecured and interest-free loans of
RMB2,100,000 (2007: RMB500,000) without fixed terms of
repayment to the Group. The advances for the year ended
31 December 2008 were outstanding at the balance sheet
while the advance for the year ended 31 December 2007
had been fully repaid in that year.

Compensation of key management personnel of the Group:

Short term employee benefits %2 £i{E & &7
Post-employment benefits B B%48 7

Further details of directors’ and supervisors’ emoluments are
included in note 12 to these financial statements.

During the year, the Group made an allowance for doubtful
trade receivable from a related company controlled by
Peking University of RMB610,000 (2007: RMBNIil).

Note:

(i) During the years ended 31 December 2008 and 2007, the
chairman of the board of directors of a related company
is one of the executive directors of the Company who is
considered as a member of the Company’s key management
personnel under HKFRSs. This executive director has
significant influence over the related company under his
status in the board of directors of the related company. In the
opinion of the Directors, the related company and the related
parties controlled by it are considered to be related to the
Group for the years ended 31 December 2008 and 2007.

(ii) Certain transactions of RMB6,052,000 (2007: RMB6,689,000)
constitute continuing connected transactions under the GEM
Listing Rules, details of which are included in the section
headed “Continuing connected transactions and connected
transaction” of the Report of the Directors.

(iii) This transaction constitutes a connected transaction under
the GEM Listing Rules, details of which are included in the
section headed “Continuing connected transactions and
connected transaction” of the Report of the Directors for the
year ended 31 December 2007.

43. AL 5@

©)

FRN - —RAL T AKEITH] 2 B
NRAAEEEFERHARE
27,761,000 (ZFZ+F : AR
EZIL) o X ERBERIF - Al
FRE525[E5TE - WHEKNEA
NEE - NEBRZEH AR ST
BT HARB160,0007T (=
TETLF ARBTIT) « ZBK
BIRENERTBHEE -

FR - MK AR A 2 B
DAZEETLF - —REAHAFR])
MASE BN EERTTEERA
R#2,100,0007t(ZTZT£4F : A
R #500,0007T) @ W EETFER
NE+-A=+—BItEE 8K
WAEE MEER_TTLF+—
A=Z+—RALFEZERERETF
NEHEE -

(h AEEEBERE AR

2008 2007
—EBT0\E —TTLEF
RMB’000 RMB’000
ARBTR ARBTT
1,838 2,758

49 51

1,887 2,809

EEREEME E—TFBEANAK
BT ERRMITE12

(i)

FR - REET AL R KBTI
—REEQREHERE SRRR
BREE AREB10,000L(ZEE
+F ARBEZTT) o

REZE-ZEZT)\FR-_ZEZTtF+_-A
“tHIEFE —FEEQFZES
BIFAAAREP—BHRITEE R
EREVBWELEA - FRRAARE]
ZEBEBAS - ENZEMMTEER
RERREEE 2N REZARA
EERTE -FEGRA - HESZ
BEARRBEEALREZE ST )N\F
E_TTE+ - A=+ —RAILFEY
BAREEEGRH o

ETH R AREB,052,000T (= EZ+
F . AR #6,689,0007T) 2 X SR A
ERETRABRERER S - BH
AEERESEREFERERS L
ER S | A -

BT SR S 4R AR
WER S ABSERREE T T
Fr-A={—H I FEERGRE
[RERER B REER 5 | —HP -
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44,

45.

PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries at 31 December
2008 are as follows:

Place of
incorporation/
registration
and operation Issued and paid up/
Name s s registered capital
&% RGEHY ERTRAR HREE
BJBU Development Cayman Islands/ 10,000 ordinary
HEZRE the PRC shares of USD1 each
REHs/HE 10,000 f& LM%
BRER
Hebei Fire Alarm Hebei, the PRC Registered capital
AILE HELA L of RMB11,500,000
FBRARARE
11,500,0007T
Xiaoxiang Tourism* Hunan, the PRC Registered capital of
AR il RMB200,000,000
FMRARARE
200,000,0007T
Wuhan Netsoft Wuhan, the PRC Registered capital
Y=L HERE of RMB10,000,000
AMRAARE
10,000,0007T
Sichuan Jiuyuan Sichuan, the PRC Registered capital of
A& FEIP )| RMB8,000,000
FBRARARS
8,000,0007T
# Xiaoxiang Tourism is a sino-foreign equity joint venture.

*

Sichuan Jiuyuan is accounted for as a subsidiary by virture of the
Group’s control over it.

The above list contains the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the Board on 23 March 2009.

44. FEMB N E]
R-ZBENFE+_A=+—8 " ARQA
TEWBATFEBNT :

Percentage of
equity interests
FEfh AL Principal activities

ERpA TEEE
Direct Indirect
BE i
100% - Sale of Computer

and related products

itERERRERERCHE

65% - Technology research,
development, manufacture
and sale of fire alarm system
products

B REm 2 SRR -
P EEREE

30% 30%  Exploration and development
of travel and leisure business
and relating infrastructure
construction

IR RAREER 2 RER
ERUSEARE 2 2R

58% - Research, development,
production and sale of
network management
products, and provision of
network systems integration
services

BRERERIME  BE -
HEREE  AREHES
ZEKIRY

- 49%"  Design, manufacture and
sale of fire alarm system,
security and fire equipment
products

ENES  RERNEXRE
EmZ&it AERHE

COREREA—RPAAELE -

* P AR RS BATIES] - 5 ERY
=S

ERBRIZBEEAEEES - BEX
BEZMBRRFE -

45. B ER T AE
HBHRERERTEZNF=ZA=_1+=H
REE SR TS
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hAFHBERBE

RMB’000
ARETT

Turnover

Other income

Total cost and operating

expenses

Profit/(loss) from operations

(Loss)/profit before tax

Income tax expense

(Loss)/profit for the year

(Loss)/earnings per share

Basic (RMB cents)

Dividend per share
(RMB cents)

Total assets

Total liabilities
Minority interests
Equity attributable to

equity holders of
the Company

CEX
Hep A

BRAREERX

mar,/ (E1R)
BRBEAT(B1R), B
SRS
TEE(BR),/EH

sh(BR),/ B
ER(ARESD)

BRBE
(ARE5)

BEE
Bwaf
DEBRES

AREREREA
FEfh S

ummary

2008 2007 2006 2005 2004
—EEN\E TR ZZERF “TTHEF ZETF
171,658 156,141 115,689 143,733 130,503
56,098 16,327 8,146 7,000 293,535
(192,447) (186,692) (137,123) (190,196) (180,859)
35,309 (14,224) (13,288) (39,463) 243,179
(177,776) 325,071 (38,478) (57,427) 234,946
(13,216) (43,587) (982) (1,781) (3,280)
(190,992) 281,484 (39,460) (59,208) 231,666
(16.2) 23.8 (3.3) (5.1) 20.4

- 2 - - 1
910,497 1,343,975 1,052,867 1,134,797 1,188,482
152,906 323,384 299,995 314,982 366,614
40,122 58,126 4,279 4,105 3,470
717,469 962,465 748,593 815,710 818,398
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“Articles”

[Ei2481]

“Beida Jade Bird”

[ERE R

“Beijing Jade Bird IS”

[ERBEREEEHA]

“Best Chance”

“BJBU Development”

[FA=2RE]

“Board”

[E%g]

“CG Code”

[{EREATA

“Company”

[ARA]

“Computer”

[T E#ER)

“Director(s)”

[E%]

/]

the Articles of Association of the Company

ARBHEEEIRAR

Beijing Beida Jade Bird Limited

AR ESEREERF]

Beijing Beida Jade Bird Information System Company Limited

ERAXRESERRGBRAT

Best Chance Holdings Limited

Beida Jade Bird Universal Sci-Tech (Cayman) Development
Company Limited

ERESRTHRR(AS)ERAR AR

the Board of Directors

=g

Code on Corporate Governance Practices

Beijing Beida Jade Bird Universal Sci-Tech Company Limited

EFIERE SRTFREBRMNDER AR

computer products of the Group

ARE A ERER

Director(s) of the Company

RARES
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“Fund”

(&

“GEM”

[BIZR

“GEM Listing Rules”

[BIZR EMARA

“Group”
[Z&EE ]

“H Share(s)”

[HAZ ]

“Hebei Fire Alarm”

(AT L E0 |

HHK$H

&l

“HKFRSs”

[BEU R ELER ]

“HKICPA”
[BEEHMAT]

“INED(s)’

(B IFNTES

investment fund in the form of exempted limited partnership named
SBI China

NEHRARABEERAKIE RSB ChinaZ IKEE S

The Growth Enterprise Market of the Stock Exchange

B 2 PRI ZEAR

the Rules Governing the Listing of Securities on GEM

BIERFESF EHRA

the Company and its subsidiaries

AREREME AR

overseas-listed foreign share(s) of the Company listed on GEM

REIER LT 2 RA BB ETINER

Hebei Beida Jade Bird Universal Fire Alarm Device Co., Ltd.

AR ESRTENREBER DA

Hong Kong dollars

BT

Hong Kong Financial Reporting Standards
BRI RELER

Hong Kong Institute of Certified Public Accountants

BEGHIAE

independent non-executive Director(s)

BIFITES
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“JB Software”

[E&EM]

“Jinsheng”

(28]

“NET”

[ 2E M)

“PRC”
[

“RMB”

[AR¥]

“SBI China”

“SBI Management”

“SFO”

[R5 R ERFA )

“Shanghai Jade Bird Fire”

[ L/&5 RHE ]

“Share(s)”

[Btn |

“Shareholder(s)”

AR

o

Beijing Beida Jade Bird Software System Co., Ltd.

ERAKRESEMRGBR AT

Jinsheng International Group (Hong Kong) Limited

CREREE(EE)ERATF

network security products of the Group

AEEZBELEER

People’s Republic of China

EE ARFEMEA
Renminbi
ARME

SBI & BDJB China Fund, L.P.

SBI & BDJB Management Limited

Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong) (as amended from time to time)

BREDIESNER S MG RG] - EAEHERT

Shanghai Beida Jade Bird Fire Equipment Marketing Company
Limited

EBIERERENREHEEGRAA

ordinary share(s) issued by the Company with a nominal value of
RMBO0.10 each

RATFETSREEARE 1072 EiB

Shareholder(s) of the Company
Z/NE] ]
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“Sichuan Jiuyuan” Si Chuan Jiu Yuan Intelligent Surveillance Co., Ltd.

[PNAER ] E| AR BRI ERE AR

“SMIC” Semiconductor Manufacturing International Corporation

[ R BIRR | & FIEIR E EREE B R AT

“Stock Exchange” The Stock Exchange of Hong Kong Limited

[ B 22 P 5 BEEBARXHBERRQA

“Supervisor(s)” Supervisor(s) of the Company

[B= ] & Z/NEIL S

“Usb” United States dollars

= | E

“WFAS” wireless fire alarm systems of the Group

[ AR HRE 741 5 REE 2 B ERE R R

“Wuhan Netsoft” Wuhan Beida Jade Bird Netsoft Co., Ltd.

[ & REILARSEHRERAA

“Xiaoxiang Tourism” Hengyang Nanyue Xiaoxiang Tourism Development Ltd.

[ AR TR 2% | & G mmERIREERAR AR

“Yu Huan” Beijing Beida Yu Huan Microelectronics System Engineering Co.,
Ltd.

[FIR] & IRIEARFEMETRZGERDA]

“ZJJ Tourism” Zhang Jia Jie Tourism Development Co., Ltd.

[RZK SR | 5 RERAMERER DGR AT

104 Beijing Beida Jade Bird Universal Sci-Tech Company Limited 1t 73t A& SRFEERHER AR



Principal Place of Business in PRC
HEFEEEME

3rd Floor, Beida Jade Bird Building

No. 207 Chengfu Road, Haidian District

Beijing 100871 PRC

Tel: (86) 10 6275-8441 Fax: (86) 10 6275-8434
B R E R KT 20755 L K S RIE31E
4 © 100871

T &E ¢ (86) 10 6275-8441

{HE : (86) 10 6275-8434

Place of Business in Hong Kong
EREXME

Unit 02, 7th Floor, Asia Pacific Centre,

8 Wyndham Street, Central, Hong Kong

Tel: (852) 2521-1668 Fax: (852) 2521-1669
EBPREMESIRIMA T FFOTE02E
E:E ¢ (852) 2521-1668

{EE : (852) 2521-1669

Website of the Company
NS

www.jbu.com.cn
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