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2009 2008
Note RMB’'000 RMB'000
Non-current assets
Investments in subsidiaries 19 238,071 238,003
Current assets
Other receivables and prepayments 22 60 34
Amounts due from subsidiaries 34(b) 26,749 7,523
Cash at banks and in hand 23 562 437
27,371 7,994
Current liabilities
Other payables 25 1,747 638
Amounts due to subsidiaries 34(c) 7,427 4,983
Amounts due to directors 34(a) 3,054 2,004
12,228 7,625
Net current assets 15,143 369
Total assets less current liabilities 253,214 238,372
Net assets 253,214 238,372
CAPITAL AND RESERVES
Share capital 29 7,140 5,820
Reserves 30 246,074 232,552
Total equity 253,214 238,372
Approved and authorised for issue by the board of directors on 5 February 2010
Yan Qixu Xiang Xiaogin
Director Director

The notes on pages 37 to 82 form an integral part of these financial statements.
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Share
Share Share Capital option Special Statutory Exchange Retained
Capital premium  reserve  reserve  reserve  reserve  reserve earnings Total

RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

At 1 January 2008 5,820 147,567 6,894 — 42,783 16,064 (2,020) 48,401 265,509
Total comprehensive income for

the year — — — — — 3,085 3,085
Transfer — — — — — 207 — (207) —
Dividend paid — — — — — — —  (14,098) (14,098)

At 31 December 2008 and at

1 January 2009 5,820 147,567 6,894 = 42,783 16,271 (2,020) 37,181 254,496
Equity settled share-based transactions — — — 1,253 — — — — 1,253
Total comprehensive income for

the year — — — — — — 4 6,159 6,163
Shares issued upon exercise of share

options 264 5,450 — (1,253) — — — — 4,461
Shares issued under placing 1,056 14,045 — — — — — — 15,101
Share issuing expenses — (152) — — — — — — (152)
Transfer — — — — — 550 — (550) —
At 31 December 2009 7,140 166,910 6,894 — 42,783 16,821 (2,016) 42,790 281,322

The notes on pages 37 to 82 form an integral part of these financial statements.
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2009 2008
RMB’000 RMB’'000
Operating activities
Profit before taxation 7,694 4,751
Adjustments for:
Amortisation of lease prepayments 42 42
Depreciation of property, plant and equipment 15,697 11,439
Equity settled share-based expense 1,253 —
Impairment loss on trade receivables 2,625 8,568
Reversal of impairment on trade receivables (2,065) —
Interest expenses 6,722 8,712
Loss on disposal of property, plant and equipment 183 117
Interest income (725) (2,689)
Operating profit before changes in working capital 31,426 30,940
Increase in inventories (37,866) (36,965)
(Increase)/decrease in trade and bills receivables (27,820) 14,220
Increase in other receivables (19,433) (2,603)
Increase/(decrease) in trade and bills payables 112,051 (4,063)
Increase in other payables 4,316 6,597
Cash generated from operations 62,674 8,126
PRC Income Tax paid (1,385) (3,501)
PRC Income Tax refunded 568 —
Net cash generated from operating activities 61,857 4,625
Investing activities
Interest received 725 2,689
Proceeds from disposal of property, plant and equipment 259 92
Purchase of property, plant and equipment (25,346) (57,553)
Increase in time deposits with original maturity over three months
at inception (36,050) (23,950)
Net cash used in investing activities (60,412) (78,722)
Financing activities
Interest paid (6,722) (8,712)
Dividend paid = (14,098)
Share issuing expenses (152) —
Proceeds from the issue of new shares 19,562 —
Inception of bank loans 195,000 3,000
Repayment of bank loans (191,000) —
(Increase)/decrease in restricted bank deposits (43,100) 19,960
Increase in amounts due to directors 635 1,369
Net cash (used in)/generated from financing activities (25,777) 1,519




36 Consolidated Statement of Cash Flows

: C For the year ended 31 December 2009

2009 2008

RMB’000 RMB’000

Net decrease in cash and cash equivalents (24,332) (72,578)

Cash and cash equivalents at beginning of year 48,593 121,171

Effect of foreign exchange rate changes 4 —

Cash and cash equivalents at end of year 24,265 48,593

Analysis of balances of cash and cash equivalents

Cash and bank balances 20,765 28,593
Time deposits with original maturity less than three months

at inception 3,500 20,000

24,265 48,593

The notes on pages 37 to 82 form an integral part of these financial statements.

| O C N




Annual Report 2009

Notes to the Fl na ﬂClal Statemeﬂts Tech Pro Technology Development Limited 3 7

For the year ended 31 December 2009 O :

1. General information and basis of presentation

Tech Pro Technology Development Limited (the “Company”) was incorporated in the Cayman Islands on 20
November 2006 as an exempted company with limited liability and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). Its principal place of business is located at Zouqu Village, Zougqu Town,
Changzhou City, Jiangsu in the People’s Republic of China (“PRC"). The Company and its subsidiaries (collectively
referred to as the “Group”) are principally engaged in the manufacture and sale of aluminium electrolytic
capacitors.

These consolidated financial statements are presented in Renminbi (“RMB") which is also the functional currency of
the Company and its subsidiaries.

2. Significant accounting policies

(a) Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"”), which collective term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”), and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA™), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of The Rules Governing the Listing of Securities on the
Stock Exchange. A summary of the significant accounting policies adopted by the Group is set out below.

(b) Basis of preparation
The consolidated financial statements for the year ended 31 December 2009 comprise the financial
statements of the Company and its subsidiaries.

The financial statements have been prepared under the historical cost convention, as modified by the
revaluation of financial assets and financial liabilities at fair value through profit or loss.

The preparation of financial statements in conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors believed to be reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying values of assets and liabilities not readily apparent
from other sources. Actual results may differ from these estimates.

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

Judgements made by management in the application of HKFRSs that have a significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note (4).
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38 Notes to the Financial Statements

: C For the year ended 31 December 2009

2. Significant accounting policies (Continued)

©

Application of new and revised Hong Kong Financial Reporting Standards
In the current year, the Group has applied the following new and revised Standards, Amendments and
interpretations (“new and revised HKFRSs"”) issued by the HKICPA:

HKAS 1 (Revised 2007) Presentation of Financial Statements
HKAS 23 (Revised) Borrowing Costs
HKAS 32 and HKAS 1 (Amendments)  Puttable Financial Instruments and Obligations Arising on
Liquidation
HKFRS 1 and HKAS 27 Cost of an Investment in a Subsidiary, Jointly-controlled Entity or
(Amendments) Associate
HKFRS 2 (Amendment) Vesting Conditions and Cancellations
HKFRS 7 (Amendment) Improving Disclosures about Financial Instruments
HKFRS 8 Operating Segments
HK(IFRIC)-Int 9 and HKAS 39 Embedded Derivatives
(Amendments)
HK(IFRIC)-Int 13 Customer Loyalty Programmes
HK(IFRIC)-Int 15 Agreements for the Construction of Real Estate
HK(IFRIC)-Int 16 Hedges of a Net Investment in a Foreign Operation
HK(IFRIC)-Int 18 Transfers of Assets from Customers
HKFRSs (Amendments) Improvements to HKFRSs issued in 2008, except for the amendment
to HKFRS 5 that is effective for annual periods beginning or after
1 July 2009
HKFRSs (Amendments) Improvements to HKFRSs issued in 2009 in relation to the

amendment to paragraph 80 of HKAS 39

The adoption of these new and revised HKFRSs had no material effect on the results and financial position
of the Group for the current or prior accounting years except for the impact as described as below:

HKAS 1 (Revised) Presentation of Financial Statements

As a result of the adoption of HKAS 1 (Revised 2007), details of changes in equity during the period arising
from transactions with equity shareholders in their capacity as such have been presented separately from all
other income and expenses in a revised consolidated statement of changes in equity. All other items of
income and expenses are presented in the consolidated income statement, if they are recognised as part of
profit or loss for the period, or otherwise in a new primary statement, the consolidated statement of
comprehensive income. Corresponding amounts have been restated to conform to the new presentation.
The change in presentation has no effect on reported profit or loss, total income and expense or net assets
for any period presented.
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2. Significant accounting policies (Continued)

(© Application of new and revised Hong Kong Financial Reporting Standards

(Continued)

HKFRS 8 Operating Segments

HKFRS 8, which will replace HKAS 14 “Segment Reporting”, specifies how an entity should report
information about its operating segments, based on information about the components of the entity that is
available to the chief operating decision maker for the purpose of allocation resources to the segments and
assessing their performance. The standard also requires the disclosure of information about the products and
services provided by the segments, the geographical areas in which the Group operates, and revenue from
the Group’s major customers. HKFRS 8 has not resulted in redesignation of the Group’s reportable segments.

The Group has not early applied any of the following new and revised Standards, Amendments and
Interpretations which have been issued but are not yet effective for annual periods beginning on 1 January

2009:

HKFRSs (Amendments) Amendments to HKFRS 5 as part of Improvements to HKFRSs 2008’
HKFRSs (Amendments) Improvements to HKFRSs 20092

HKAS 24 (Revised) Related Party Disclosures®

HKAS 27 (Revised) Consolidated and Separate Financial Statements’

HKAS 32 (Amendments) Classification of Rights Issues®

HKAS 39 (Amendments) Eligible Hedged Items’

HKFRS 1 (Amendments) Additional Exemptions for First-time Adopters?

HKFRS 2 (Amendments) Group Cash-settled Share-based Payment Transactions®
HKFRS 3 (Revised) Business Combinations’

HKFRS 9 Financial Instruments’

HK(IFRIC)-Int 14 (Amendment) Prepayments of a Minimum Funding Requirement®
HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners'

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Instruments®

Effective for annual periods beginning on or after 1 July 2009

Effective for annual periods beginning on or after 1 July 2009 and 1 January 2010 as appropriate
Effective for annual periods beginning on or after 1 January 2010

Effective for annual periods beginning on or after 1 February 2010

Effective for annual periods beginning on or after 1 January 2011

Effective for annual periods beginning on or after 1 July 2010

Effective for annual periods beginning on or after 1 January 2013

N o ou A W N =

The Group is in the process of making an assessment of what the impact of these amendments is expected
to be in the period of initial application. So far it has concluded that the adoption of them is unlikely to
have a significant impact on the Group's results of operations and financial position.
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2. Significant accounting policies (Continued)

(d)

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities. In assessing
control, potential voting rights that presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date that
control commences until the date that control ceases. Intra-group balances and transactions and any
unrealised profits arising from intra-group transactions are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from intra-group transactions are eliminated in the same
way as unrealised gains but only to the extent that there is no evidence of impairment.

In the Company’s financial position, an investment in a subsidiary is stated at cost less impairment losses (see
note 2 (h)(ii)), unless the investment is classified as held for sale (or included in a disposal group that is
classified as held for sale).

Foreign currency translation

Foreign currency transactions during the year are translated at the foreign exchange rates prevailing at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated at
the foreign exchange rates prevailing at the year end date. Exchange gains and losses are recognised in
profit or loss, except those arising from foreign currency borrowings used to hedge a net investment in a
foreign operation which are directly recognised in other comprehensive income.

Non-monetary assets and liabilities measured in terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies stated at fair value are translated using the foreign exchange rates ruling
at the dates the fair value was determined.

The results of foreign operations are translated into Renminbi at the exchange rates approximating the
foreign exchange rates ruling at the dates of the transactions. Asset and liability items are translated into
Renminbi at the foreign exchange rates ruling at the year end date. The resulting exchange differences are
recognised in other comprehensive income and accumulated separately in equity in the exchange reserve.

Construction in progress

Construction in progress is stated at historical cost less impairment losses. Historical cost includes
expenditure that is directly attributable to the development of the asset which comprises construction costs,
amortization of land use rights, borrowing costs and professional fees incurred during the development
period. On completion, the assets are transferred to buildings within property, plant and equipment or to
investment properties.

No depreciation is provided for assets under construction. The carrying amount of an asset under
construction is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.
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2. Significant accounting policies (Continued)

(9) Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation and impairment
losses, if any. Historical cost includes expenditure that is directly attributable to the acquisition of the items.
Buildings are self-use buildings.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and
are recognised in profit or loss on the date of retirement or disposal.

Depreciation on property, plant and equipment is calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful lives at the following rates per annum:

Buildings 4.5%
Plant and machinery 9%
Furniture and office equipment 18%
Electronic equipment 9%-18%
Motor vehicles 9%

Where parts of an item of property, plant and equipment have different useful lives, the cost or valuation of
the item is allocated on a reasonable basis between the parts and each part is depreciated separately. Both
the useful life of an asset and its residual value, if any, are reviewed annually.

(h) Impairment of assets
(i) Impairment of trade and other receivables
Trade and other receivables are stated at cost or amortised cost and are reviewed at each year end
date to determine whether there is objective evidence of impairment. If any such evidence exists, any
impairment loss is determined and recognised as follows:

—  significant financial difficulty of the debtor;
— a breach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;
and

—  significant changes in the technological, market, economic or legal environment that have an
adverse effect on the debtor.

If any such evidence exists, any impairment loss is determined and recognised as the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted
at the financial asset’s original effective interest rate (i.e., the effective interest rate computed at initial
recognition of these assets), where the effect of discounting is material. This assessment is made
collectively where financial assets carried at cost share similar risk characteristics, such as similar past
due status, and have not been individually assessed as impaired. Future cash flows for financial assets
which are assessed for impairment collectively are based on historical loss experience for assets with
credit risk characteristics similar to the collective group.
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2. Significant accounting policies (Continued)

(h)

Impairment of assets (Continued)

i)

Impairment of trade and other receivables (Continued)

If in a subsequent period, the amount of an impairment loss decreases and the decrease can be linked
objectively to an event occurring after the impairment loss was recognised, the impairment loss is
reversed through profit or loss. A reversal of an impairment loss shall not result in the asset’s carrying
amount exceeding that which would have been determined had no impairment loss been recognised
in prior years.

Impairment losses are written off against the corresponding assets directly, except for impairment
losses recognised in respect of trade and bills receivables included within the trade and other
receivables, whose recovery is considered doubtful but not remote. In this case, the impairment losses
for doubtful debts are recorded using an allowance account. When the Group is satisfied that recovery
is remote, the amount considered irrecoverable is written off against trade and bills receivables directly
and any amounts held in the allowance account relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to the allowance account are reversed against the allowance
account. Other changes in the allowance account and subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at each year end date to identify indications
that the following assets may be impaired or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have decreased:

—  property, plant and equipment;
— construction in progress;

—  lease prepayments; and

— investments in subsidiaries.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for goodwill, the
recoverable amount is estimated annually whether or not there is any indication of impairment.

— Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net selling price 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 assessment of time value of money
and the risks specific to the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined for the smallest
group of assets that generates cash inflows independently (i.e., a cash-generating unit).
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2. Significant accounting policies (Continued)

(h) Impairment of assets (Continued)
(ii) Impa|rment of other assets (Continued)
Recognition of impairment losses

An impairment loss is recognised in profit or loss whenever the carrying amount of an asset, or
the cash-generating unit to which it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or group of units) on a pro rata basis, except
that the carrying value of an asset will not be reduced below its individual fair value less costs to
sell, or value in use, if determinable.

—  Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been a
favourable change in the estimates used to determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in which the reversals are recognised.

() Lease prepayments
Lease prepayments represent cost of land use rights paid to government authorities in the PRC. Land use
rights are carried at cost less accumulated amortisation cost and any impairment losses. Amortisation is
charged to the income statement on a straight-line basis over the lease term.

() Trade and other receivables
Trade and other receivables are initially recognised at fair value and thereafter measured at amortised cost
using the effective interest method, less provision for impairment losses for bad and doubtful debts, except
where the receivables are interest-free loans made to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such cases, the receivables are stated at cost less
impairment loss for bad and doubtful debts.

(k) Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and on hand, deemed deposits with banks and other
financial institutions, and short-term highly liquid investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition. Bank overdrafts that 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 for the
purpose of the consolidated cash flow statement.

() Trade and other payables
Trade and other payables are initially recognised at fair value. Except for financial guarantee liabilities, trade
and other payables are subsequently stated at amortised cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.
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2. Significant accounting policies (Continued)

(m) Inventories

Inventories are carried at the lower of cost and net realizable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Net realizable 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.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the
period in which the related revenue is recognised. The amount of any write-down of inventories to net
realizable value and all losses of inventories are recognised as an expense in the period the write-down or
loss occurs. The amount of any reversal of any write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period in which the reversal occurs.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value, net of transaction costs incurred.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost, any difference
between the amount initially recognised (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the borrowings, using the effective interest method.

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

Borrowing costs

Borrowing costs are expensed in income statement in the period in which they are incurred, except to the
extent that they are capitalized as being directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use or sale.

The capitalization of borrowing costs as part of the cost of a qualifying asset commences when expenditure
for the asset is being incurred, borrowing costs are being incurred and activities that are necessary to
prepare the asset for its intended use or sale are in progress. Capitalisation of borrowing costs is suspended
or ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or
sale are interrupted or complete.
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2. Significant accounting policies (Continued)

(p) Financial guarantees issued, provisions and contingent liabilities
() Financial guarantees issued
Financial guarantees are contracts that require the issuer (i.e., the guarantor) to make specified
payments to reimburse the beneficiary of the guarantee (the “holder”) for the loss the holder incurs
because a specified debtor fails to make payment when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee (being the transaction
price, unless the fair value can otherwise be reliably estimated) is initially recognised as deferred
income within trade and other payables. Where consideration is received or receivable for the issuance
of the guarantee, the consideration is recognised in accordance with the Group's policies applicable to
that category of asset. Where no such consideration is received or receivable, an immediate expense is
recognised in profit and loss on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit or loss over
the term of the guarantee as income from financial guarantees issued. In addition, provisions are
recognised in accordance with note 2(p)(ii) if and when (i) it becomes probable that the holder of the
guarantee will call upon the Group under the guarantee, and (ii) the amount of that claim on the
Group is expected to exceed the amount currently carried in trade and other payables in respect of
that guarantee, that is, the amount initially recognised, less accumulated amortisation.

(i) Other provisions and contingent liabilities
Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the
Company has a 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
expenditure 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 of economic benefits 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 of economic benefits is remote.
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2. Significant accounting policies (Continued)

() Employee benefits

(i)

(iii)

Short term employee benefits and contributions to defined contribution plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in the year in which the associated services are
rendered by employees. Where payment or settlement is deferred and the effect would be material,
these amounts are stated at their present values.

Contributions to appropriate local defined contribution retirement schemes pursuant to the relevant
labour rules and regulations in the PRC are recognised as an expense in profit or loss as incurred,
except to the extent that they are included in the cost of inventories not yet recognised as an expense.

Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a
corresponding increase in a capital reserve within equity. The fair value is measured at grant date,
taking into account the terms and conditions upon which the options were granted. Where the
employees have to meet vesting conditions before becoming unconditionally entitled to the share
options, the total estimated fair value of the share options is spread over the vesting period, taking
into account the probability that the options will vest.

During the vesting period, the number of share options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value recognised in prior years is charged/credited to the
profit or loss for the year under review, unless the original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number of share options that vest (with a
corresponding adjustment to the capital reserve) except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the Company’s shares. The equity amount is
recognised in the capital reserve until either the option is exercised (when it is transferred to the share
premium account) or the option expires (when it is released directly to retained profits).

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.
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2. Significant accounting policies (Continued)

() Income tax
Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are recognised in profit or loss except to the extent
that they relate to items recognised directly in equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the year end date, and any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being
the differences between the carrying amounts of assets and liabilities for financial reporting purposes and
their tax bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available against which the asset can be utilised, are
recognised. Future taxable profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal of existing taxable temporary
differences, provided that those differences relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period as the expected reversal of the deductible
temporary differences or in periods into which a tax loss arising from the deferred tax asset can be carried
back or forward. The same criteria are adopted when determining whether existing taxable temporary
differences support the recognition of deferred tax assets arising from unused tax losses and credits, that is,
those differences are taken into account if they relate to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they are not part of a business combination), and temporary
differences relating to investments in subsidiaries to the extent that, in the case of taxable differences, the
Group controls the timing of the reversal and it is probable that the differences will not reverse in the
foreseeable future, or in the case of deductible differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates enacted or substantively
enacted at the year end date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each year end date and is reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent that it becomes probable that sufficient taxable
profits will be available.

Additional income taxes that arise from the distribution of dividends are recognised when the liability to pay
the related dividends is recognised.
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2. Significant accounting policies (Continued)

(r)

Income tax (Continued)

Current tax balances and deferred tax balances, and movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets
against tax liabilities, if the Company or the Group has the legally enforceable right to set off current tax
assets against current tax liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or

—  different taxable entities, which, in each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered, intend to realise the current tax assets and
settle the current tax liabilities on a net basis or realise and settle simultaneously.

Operating lease charges

Where the Group has the use of assets under operating leases, payments made under the leases are charged
to profit or loss in equal instalments over the accounting periods covered by the lease term, except where an
alternative basis is more representative of the pattern of benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or loss as an integral part of the aggregate net lease payments
made. Contingent rentals are written off as an expense of the accounting period in which they are incurred.

Research and development expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incurred.
Expenditure on development activities is capitalized if the product or process is technically and commercially
feasible and the Group has sufficient resources and the intention to complete development. The expenditure
capitalized includes the cost of materials, direct labour and an appropriate proportion of overheads. Other
development expenditure is recognised as an expense in the period in which it is incurred.

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

Government grants

Government grants are recognised in the statement of changes in financial position initially when there is
reasonable assurance that they will be received and that the Group will comply with the conditions attaching
to them. Grants that compensate the Group for expenses incurred are recognised as revenue in profit or loss
on a systematic basis in the same periods in which the expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted in arriving at the carrying amount of the asset and consequently
are recognised in profit or loss over the useful life of the asset of reduced depreciation expenses.
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2. Significant accounting policies (Continued)

(w) Recognition of revenue

Revenue is measured at the fair value of the consideration received or receivable. Provided that it is probable
that the economic benefits will flow to the Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in profit or loss as follows:

(i)  Sale of goods
Revenue is recognised when goods are delivered which is taken to be the point in time when the
customer has accepted the goods and the related risks and rewards of ownership. Revenue excludes
value added tax or other sales taxes and is after deduction of any trade discounts.

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

(i)  Government grants
Unconditional government grants are recognised in the income statement as revenue when the grants
become receivable.

Related parties

Parties are considered to be related to the Group if:

(i) the party has the ability, directly, or indirectly through one or more intermediaries, to control the
Group or excise significant influence over the Group in making financial and operating policy
decisions, or has joint control over the Group;

(i) the Group and the party are subject to common control;

(i) the party is an associate of the Group or a joint venture in which the Group is a venturer;

(iv)  the party is a member of the key management personnel of the Group or its parent, or a close family
member of such an individual, or is an entity under the control, joint control or significant influence of

such individuals;

(v)  the party is a close member of the family of any individual referred to in (i) or is an entity under the
control, joint control or significant influence of such individuals; or

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

Close family members of an individual are those family members who may be expected to influence, or be
influenced by, that individual in their dealings with the entity.
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2. Significant accounting policies (Continued)

W

Segment reporting

Operating segments, and the amounts of each segment item reported in the financial statements, are
identified from the financial information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and assessing the performance of, the Group's
various lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products and
services, the nature of production processes, the type or class of customers, the methods used to distribute
the products or provide the services and the nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they share a majority of these criteria.

3. Financial instruments and financial risk management

(@)

Categories of financial instruments

2009 2008
RMB’000 RMB’'000
Financial assets

Trade and bills receivables 136,130 108,870
Other receivables and prepayments 18,479 14,083
Restricted bank deposits 53,050 9,950
Time deposits 65,500 43,950
Cash at banks and in hand 20,765 28,593
293,924 205,446

Financial liabilities
Trade and bills payables 185,539 73,488
Other payables 22,194 17,878
Amounts due to directors 3,231 2,596
Bank loans 110,000 106,000
320,964 199,962

Financial risk management and policies

Exposure to credit, liquidity, interest rate, commodity price, business and foreign currency risks arises in the
normal course of the Group’s business. These risks are limited by the Group’s financial management policies
and practices described below.
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3. Financial instruments and financial risk management (Continued)

(b) Financial risk management and policies (Continued)
(i)  Credit risk

Trade and other receivables

The Group’s credit risk is primarily attributable to trade and other receivables. Management has a
credit policy and the exposures to these credit risks are monitored on an ongoing basis. Individual
credit evaluations are performed on all customers’ past history of making payments when due and
current ability to pay, and taking into account information specific to the customer as well as
pertaining to the economic environment in which the customer operates. Trade receivables are
generally due within 30 to 180 days from the date of billing. Moreover, extended credit terms are
granted to certain customers depending on the credit assessment carried out by the management on
an individual basis.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. The default risk of the industry and country in which customers operate also has an
influence on credit risk but to a lesser extent. Further quantitative analysis in respect of the Group’s
exposure to credit risk arising from trade and other receivables are set out in note 21.

At the balance sheet date, the Group has a certain concentration of credit risk as 1% (2008: 23%)
and 28% (2008: 41%) of the total trade receivables were due from the Group’s largest customer and
the five largest customers as at 31 December 2009, respectively. The Group has no significant credit
risk with any of these customers since the Group maintains stable business relationships with these
large customers. The Group performs ongoing credit evaluations of its customers’ financial condition
and does not require collateral on trade receivables. The Group does not provide any guarantee which
would expose the Group to credit risk.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in
the statement of financial position.

Deposits with banks

The Group mitigates its exposure to credit risk by placing deposits with financial institutes with
established credit ratings. Given the high credit ratings of the banks, management does not expect
any counterparty to fail to meet its obligations.
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3. Financial instruments and financial risk management (Continued)

(b)

Financial risk management and policies (Continued)

(if)

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall
due. The Group’s policy is to regularly monitor current and expected liquidity requirements and its
compliance with lending covenants, to ensure that it maintains sufficient reserves of cash and
adequate committed lines of funding from major financial institutes to meet its liquidity requirements
in the short and longer term.

The following table details the remaining contractual maturities at the year end date of the Group's
and Company’s financial liabilities, which are based on contractual undiscounted cash flows (including
interest payments computed using contractual rates or, if floating, based on current rates at the
balance sheet date) and the earliest date the Group and the Company can be required to pay:

The Group
2009 2008
Total Within  More than  More than Total Within  More than More than
contractual 1year 1year but 2 yearsbut contractual 1year 1yearbut 2 yearsbut
Carrying undiscounted or on less than less than Carrying undiscounted oron less than less than
amount cash flow demand 2 years 5 years amount cash flow demand 2 years 5 years
RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000 RMB’'000 RMB’'000 RMB’'000 RMB’000
Bank loans 110,000 110,000 110,000 — — 106,000 119,954 46,000 — 73,954
Trade and bills
and other
payables 207,733 207,733 207,733 = = 91,366 91,366 91,366 — —
Amounts due to
directors 3,231 3,231 3,231 — — 2,596 2,596 2,596 = =
320,964 320,964 320,964 — — 199,962 213,916 139,962 — 73,954
The Company
2009 2008
Total Total
contractual Within 1 contractual Within 1
Carrying undiscounted year or on Carrying  undiscounted  year or on
amount cash flow demand amount cash flow demand
RMB’000 RMB’000 RMB’000 | RMB'000 RMB’000 RMB’000
Other payables 1,747 1,747 1,747 638 638 638
Amounts due to
subsidiaries 7,427 7,427 7,427 4,983 4,983 4,983
Amounts due to
directors 3,054 3,054 3,054 2,004 2,004 2,004
12,228 12,228 12,228 7,625 7,625 7,625
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3. Financial instruments and financial risk management (Continued)

(b) Financial risk management and policies (Continued)
(i) Interest rate risk

Interest rate profile

The Group's interest rate risk primarily derives from bank borrowings and time deposits and cash at
banks. All of the bank loans of the Group were fixed rate instruments and were insensitive to any
change in market interest rates. The Group did not use derivative financial instruments to hedge its
debt obligations. The following table details the interest rate profile of the Group’s and the Company’s
interest-generating financial assets and interest-bearing financial liabilities at the year end date:

The Group
2009 2008
Effective Effective
interest rate RMB’'000 interest rate RMB'000
Bank borrowings 5.31%-5.84% 110,000 5.58%-8.21% 106,000
Cash at banks and cash equivalents 0.36% 24,265 0.35%-0.72% 48,593
Time deposits with original maturity
over three months 1.98% 60,000 1.98%-3.51% 23,950
Restricted time deposits 0.36% 53,050 0.35%-0.72% 9,950
The Company
2009 2008
Effective Effective
interest rate RMB’'000 interest rate RMB’000
Cash at banks 0.001% 562 0.01% 437

Sensitivity analysis

At 31 December 2009, it is estimated that a general increase/decrease of 100 basis points in interest
rates, with all other variables held constant, would increase/decrease the Group’s profit after tax and
retained profits for the year by approximately RMB325,000 (2008: RMB236,000). Other components
of equity would not be affected (2008: Nil) by the changes in interest rates.

The sensitive analysis above has been determined assuming that the change in interest rates had
occurred at the year end date and had been applied to the financial instruments exposed to interest
rate risk as if they had been in existence at the beginning of the year. The 100 basis points increase or
decrease represents management’s assessment of a reasonably possible change in interest rates over
the period until the next annual year end date. The analysis is performed on the same basis for 2008.

(iv)  Commodity price risk
The major raw material used in the production of the Group’s products included aluminium foil and
aluminium case. The Group is exposed to fluctuations in the prices of these raw materials which are
influenced by global as well as regional supply and demand conditions. Fluctuations in the prices of
raw materials could adversely affect the Group’s financial performance. The Group historically has not
entered into any commodity derivative instruments to hedge the potential commodity price changes.
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3. Financial instruments and financial risk management (Continued)

(b) Financial risk management and policies (Continued)
(v)  Business risk
The Group’s sales of aluminium electrolytic products are primarily to several major customers. The
Group has a certain concentration of business risk as 40% (2008: 34%) of the total sales were made
to the Group’s five largest customers. In the event that these customers cease to purchase from the
Group and the Group could not secure orders from other customers, the Group’s turnover and
profitability could be adversely affected.

(vi) Foreign currency risk
The Group is exposed to currency risk primarily through its trade receivables and bank deposits that
are denominated in currencies other than the functional currency of the operations to which they
relate. The currencies giving rise to this risk are primarily Hong Kong dollars (“HK$") and United State
dollars (“US$").

Exposure to currency risk

The following table details the Group’s and the Company’s major exposure at the year end date to
currency risk arising from forecast transactions or recognised assets or liabilities denominated in a
currency other than the functional currency of the entity to which they relate.

The Group The Company
2009 2008 2009 2008
RMB’000 RMB'000 RMB’000 RMB'000
Cash and cash equivalents
HK$ 5,868 1,405 562 437
us$ 2,210 69 — —
Trade receivables
HK$ 4,855 9,046 — —
us$ 28,788 27,857 — —
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3. Financial instruments and financial risk management (Continued)

(b) Financial risk management and policies (Continued)
(vi) Foreign currency risk (Continued)

Sensitivity analysis

The following table indicates the approximate change in the Group's profit after tax (and retained
profits) and other components of equity in response to reasonably possible changes in the foreign
exchange rates to which the Group has significant exposure at the year end date. The sensitivity
analysis includes trade receivables and bank deposits where the denomination of the balances is in a
currency other than the functional currency.

2009 2008
Increase/ Increase/

(decrease) in  Effect on profit Effect on other (decrease) in Effect on profit Effect on other
foreign after tax and components foreign after tax and components
exchange rates retained profits of equity exchange rates  retained profits of equity
RMB’000 RMB’000 RMB'000 RMB'000
HK$ 5% 536 — 5% 523 =
(5%) (536) = (5%) (523) —
us$ 5% 1,550 — 5% 1,396 —
(5%) (1,550) — (5%) (1,396) —

The sensitivity analysis has been determined assuming that the change in foreign exchange rates had
occurred at the year end date and had been applied to each of the Group entities’ exposure to
currency risk for non-derivative financial instruments in existence at that date, and that all other
variables, in particular interest rates, remain constant.

(vii) Capital management
The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and benefits
for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The Group manages its capital structure and makes adjustments to it, in light of change in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders or issue new shares. No changes were made in the objectives, policies or processes
during the years ended 31 December 2009 and 2008.

The Group monitors its capital structure on the basis of gearing ratio. This ratio is calculated as debt
divided by total equity. The Group defines debt as interest-bearing bank loans and bills payable.
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3. Financial instruments and financial risk management (Continued)

(b)

Financial risk management and policies (Continued)

(vii)

(viii)

Capital management (Continued)

The gearing ratios as at 31 December 2009 and 2008 were as follows:

The Group
2009 2008
Note RMB’000 RMB'000
Bank loans 26
— Short-term bank loans 110,000 46,000
— Long-term bank loans — 60,000
Bills payable 24 100,950 39,150
Total debt 210,950 145,150
Less: Cash and cash equivalents 23 (24,265) (48,593)
Time deposits with original maturity over
three months 23 (60,000) (23,950)
Restricted time deposits 23 (53,050) (9,950)
Net debt 73,635 62,657
Total equity 281,322 254,496
Gearing ratio 26.2% 24.6%

Neither the Company nor any of it subsidiaries are subject to externally imposed capital requirements.

Estimation of fair values

The following summarises the major methods and assumptions used in estimating the fair values of

financial instruments:

(i) Interest-bearing loans and borrowings

The fair value is estimated as the present value of future cash flows, discounted at current
market interest rates for similar financial instruments.

(i) Liquid or/and short-term assets and liabilities
For financial assets and financial liabilities that are liquid or having a short term maturity it is
assumed that the carrying amounts approximate their fair values. The assumption is applied to
trade other receivables, trade and other payables, cash and cash equivalents without a specific

maturity.
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4. Critical accounting estimates and judgements

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial period are
discussed below.

(@) Useful lives and residue values of property, plant and equipment

Useful lives of the Group’s property, plant and equipment are defined as the period over which they are
expected to be available for use by the Group. This estimate is based on the historical experience of the
actual useful lives of property, plant and equipment or similar nature and functions. Management will
increase the depreciation charge where useful lives are less than previously estimated lives, and it will write
off or write down technically obsolete or non-strategic assets that have been abandoned or sold. Actual
economic lives may differ from estimated useful lives; and actual residual values may differ from estimated
residual values. Periodic review could result in a change in depreciation lives and residual values and
therefore depreciation expense in future periods.

(b) Impairment of property, plant and equipment and land use rights
Property, plant and equipment and land use rights are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. The recoverable amounts are
determined based on value-in-use calculations or market valuations. In determining the value in use,
expected cash flows generated by the asset are discounted to their present values, which require significant
judgement relating to such items such as level of turnover and amount of operating costs. No impairment
was provided during the year.

(© Impairment of trade receivable and other receivables

The Group makes provision for impairment of trade and other receivables based on the evaluation of
collectibility and ageing analysis of accounts and on management’s judgement. A considerable amount of
judgement is required in assessing the ultimate realisation of these receivables, including the current
creditworthiness, the past collection history and subsequent settlements of each customer up to date of
approval of the financial statements. If the financial conditions of customers of the Group were to
deteriorate, resulting in an impairment of their ability to make payments, additional allowances may be
required.

(d) Net realisable value of inventories
Net realisable value of inventories is the estimated selling price in the ordinary course of business, less
estimated costs to completion and selling expenses. These estimates are made with reference to the aged
inventories analyses, projection of expected sale volume and management experience and judgement. Based
on this review, write down of inventories will be made when the carrying amounts to inventories decline
below their estimated net realisable value. Due to changes in market conditions, actual sale ability of goods
may be different from estimation and profit or loss could be affected by differences in this estimation.

(e) Income taxes
The Group is subject to income taxes in several jurisdictions. There are certain transactions and calculations
for which the ultimate tax determination is uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax provisions in the period in which such
determination is made.
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5. Turnover

The Group is principally engaged in the manufacture and sale of aluminium electrolytic capacitors. Turnover
represents the net invoiced value of goods sold less returns and allowances.

2009 2008
RMB’000 RMB'000
Sale of goods 314,596 237,596

The directors consider that the Group operates in a single business as the turnover and profit are derived entirely
from the manufacture and sale of aluminium electrolytic capacitors. Accordingly, no segmental revenue, results,
assets and liabilities are presented.

6. Other revenue and income

2009 2008

RMB’000 RMB'000

Bank interest income 725 2,689
Total interest income on financial assets not at fair value through

profit or loss 725 2,689

Government grants (note) 218 —

Reversal of impairment on trade receivables 2,065 —

Others 796 698

3,804 3,387

Note: The Group was awarded government grants totaling RMB218,000 during the year, for the recognition of the Group’s sales
performance and contribution to local community. These grants were not conditional and were therefore recognised as income
when received.

7. Finance costs

2009 2008

RMB’000 RMB’'000

Interest expenses on bank loans wholly repayable within five years 6,722 8,712
Total interest expense on financial liabilities not at fair value

through profit or loss 6,722 8,712
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Profit before taxation

Profit before taxation is arrived at after charging:

2009 2008

RMB’000 RMB’'000

Directors’ emoluments (note 9) 3,048 4,035
Other salaries, wages and benefits 26,246 21,739
Contributions to retirement benefit scheme 1,151 1,425
Equity settled share-based expense (note 28) 1,253 —
Total staff costs 31,698 27,199
Amortisation of lease prepayments 42 42
Auditor's remuneration 466 440
Cost of inventories sold (note (i) 272,424 191,475
Depreciation of property, plant and equipment 15,697 11,439
Impairment loss of trade receivables 2,625 8,568
Loss on disposal of property, plant and equipment 183 117
Net exchange loss 229 3,124
Operating lease rentals in respect of properties 753 702
Research and development costs (note (ii) 1,638 5,074

Note:

(i) Cost of inventories sold includes staff costs of RMB20,879,000 (2008: RMB16,721,000) and depreciation of RMB14,949,000 (2008:
RMB10,675,000) as disclosed in staff costs and depreciation of property, plant and equipment above.

(ii) Research and development costs include staff costs of employees in the research and development department, which are included
in the total staff costs as disclosed above.
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9. Directors’ emoluments

The emoluments of each director for the year ended 31 December 2009 are set out below:

Contributions
to retirement

Discretionary Share-based Other benefit
Name of director Fees Salaries bonuses payments benefits schemes Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive Directors
Yan Qixu — 900 — 250 — 2 1,152
Xiang Xiaogin — 883 — 250 — 2 1,135
Shan Biao (resigned on
7/9/2009) — 412 = — = — 412
Kuang Lihau — 307 — 250 — — 557
Liu Xinsheng — 307 — 250 — 13 570
Li Wing Sang (appointed on
11/12/2009) — 12 — — — — 12
Independent non-
executive Directors
Lin Sufen 60 — — — — — 60
Xu Kangning 60 — — — — — 60
Wong Chun Hung 90 — — — — — 90
210 2,821 — 1,000 — 17 4,048
The emoluments of each director for the year ended 31 December 2008 are set out below:
Contributions
to retirement
Discretionary  Share-based Other benefit
Name of director Fees Salaries bonuses payments benefits schemes Total
RMB’'000 RMB'000 RMB’'000 RMB'000 RMB'000 RMB’'000 RMB'000
Executive Directors
Yan Qixu — 1,200 — — — 5 1,205
Xiang Xiaogin — 1,200 — — — 4 1,204
Shan Biao — 600 — — — 1 601
Kuang Lihau — 400 = — — 1 401
Liu Xinsheng — 400 — — — 14 414
Independent non-
executive Directors
Lin Sufen 60 — — — — — 60
Xu Kangning 60 — — — — — 60
Wong Chun Hung 90 — — — — — 90
210 3,800 — — — 25 4,035
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10.Individuals with highest emoluments
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The five individuals whose emoluments were the highest in the Group include four directors (2008: four) whose
emoluments are reflected in the analysis above. The emoluments payable to the remaining individual is as follows:

2009 2008

RMB’'000 RMB’000

Salaries and allowances 412 510
Contributions to retirement benefit scheme 11 11
Share-based payments — —
423 521

The emoluments of the individual with the highest emoluments fell within the band of nil to HK$1,000,000

(equivalent to RMB880,000).

During both years, no emoluments were paid by the Group to any of the directors or the five highest paid
individuals as an inducement to join or upon joining the Group or as compensation for loss of office. None of the

directors waived any emoluments during both years.

Income tax

(a)  Taxation in the consolidated income statement represents:

2009 2008
RMB’000 RMB’000

PRC Foreign Enterprise Income Tax
— Current year 994 925
— Underprovision in respect of prior years 541 741
1,535 1,666

(i) Pursuant to the rules and regulations of the Cayman Islands and British Virgin Islands (“BVI”), the
Group is not subject to any income tax in the Cayman Islands and BVI.

(i) The Group is not subject to Hong Kong Profits Tax as it has no assessable income arising in or derived
from Hong Kong during the years ended 31 December 2009 and 2008.
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11.Income tax (Continued)

(a)

(b)

(Continued)

(iii)

Pursuant to the income tax rules and regulations of the PRC, the subsidiaries of the Group are subject
to foreign enterprise income tax/corporate income tax as follows:

Changzhou Huawei is entitled to a preferential tax rate of 15% (2008: 25%) for the year ended
31 December 2009 for being a high technology enterprise for a period of three years. In
accordance with the Corporate Income Tax Law of the PRC (“new tax law"), which is effective
from 1 January 2008, the applicable tax rate of Changzhou Huawei is 25% with effect from 1
January 2008.

Huawei Capacitors and South Huawei are foreign-invested enterprises and are entitled to the
tax concessions whereby the profit for the first two financial years beginning with the first two
profit-making year were exempted from income tax in the PRC, and the profit for each of the
subsequent three years is taxed at 50% of the prevailing tax rate. The first profit-making year
for Huawei Capacitors and South Huawei was 2006. Pursuant to the new tax law, Huawei
Capacitors and South Huawei continue to be entitled to a 50% tax relief from foreign enterprise

income tax of 25% (2008: 25%) and 20% (2008: 18%), respectively.

Reconciliation between actual income tax expense and profit before taxation at applicable tax rates:

2009 2008
RMB’000 RMB'000
Profit before taxation 7,694 4,751
Tax on profit before taxation, calculated at the rates applicable
in the tax jurisdiction concerned 2,408 1,560
Effect of tax exemptions granted to PRC subsidiaries (1,421) (1,627)
Tax effect of non-deductible expenses 1,246 1,971
Tax effect of non-taxable income (1,239) (974)
Tax losses utilised — (5)
Underprovision in respect of prior years 541 741
Actual income tax expense 1,535 1,666

(i) Under the new tax law of PRC, withholding tax is imposed on dividends declared in respect of profits
earned by PRC subsidiaries from 1 January 2008 onwards. Deferred taxation has not been provided for
in the consolidated income statement arising since 1 January 2008 because the Group is in a position
to control the quantum and timing of the distribution thereof. Deferred taxation is only provided to

the extent that such earnings are estimated to be distributable in the foreseeable future.

(i) No provision has been made for deferred taxation as at 31 December 2009 and 2008 as the Group
has no significant deductible or taxable temporary differences which would give rise to deferred tax

assets or liabilities.
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12. Profit attributable to equity holders of the Company

The consolidated profit attributable to equity holders of the Company includes a loss of RMB5,821,000 (2008: a
profit of RMB16,027,000) which has been dealt with in the financial statements of the Company.

13.Dividends

No dividend was paid or proposed during the year, nor has any dividend been proposed since 31 December 2009
(2008: Nil).

14.Earnings per share

The basic earnings per share for the year is calculated based on the consolidated profit attributable to equity
holders of the Company of approximately RMB6,159,000 (2008: RMB3,085,000) and on the weighted average
number of approximately 614,630,137 (2008: 600,000,000) shares in issue during the year.

Weighted average number of ordinary shares

2009 2008
Ordinary shares issued at 1 January 600,000,000 600,000,000
Effect of share options exercised 4,767,123 —
Effect of share placement 9,863,014 —
Weighted average number of ordinary shares in issue 614,630,137 600,000,000

There were no share options outstanding at the years ended 31 December 2009 and 2008 and, therefore, diluted
earnings per share are the same as the basic earnings per share.

15.Segment reporting

(@) Segment revenue, results, assets and liabilities
The Group is principally engaged in the manufacture and sale of aluminium electrolytic capacitors in the
PRC. Although the aluminium electrolytic capacitors are sold to domestic and overseas customers, the
Group's most senior executive management regularly review their combined financial information to assess
the performance and make resource allocation decisions. Accordingly, no segmental revenue, results, assets
and liabilities are presented.
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15.Segment reporting (Continued)

(b)

Geographical information

The following table sets out information about the geographical location of the Group’s revenue from
external customers. The geographical location of customers is based on the location at which the goods are

delivered.

Revenue from external customers

2009 2008

RMB'000 RMB’'000

The PRC, excluding Hong Kong 190,208 190,569
Taiwan 85,946 24,648
Turkey 13,065 7,818
Korea 1,952 3,156
Other countries 23,425 11,405
314,596 237,596

Substantially, all of the Group’s non-current assets and capital expenditure are located in the PRC, no

analysis on non-current assets by location is presented.

Information from major customers

Revenues from customers of the corresponding years contributing over 10% of the total sales of the Group

are as follows:

2009 2008

RMB’000 RMB'000

Customer A 56,892 —
Customer B — 30,952
56,892 30,952

Further details of concentration of credit risk arising from these customers are set out in note (3)(a)(i).
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16.Property, plant and equipment

The Group
Furniture, Construction
Plant and and office  Electronic Motor in progress
Buildings machinery equipment equipment vehicles ("CIP") Total
RMB'000 RMB’000 RMB’000 RMB’000  RMB'000 RMB’000 RMB'000
(Note 17)
Cost
At 1 January 2008 7,528 92,862 1,182 4,076 3,262 22,814 131,724
Additions 255 48,566 455 763 138 7,376 57,553
Disposals (123) — — (3) (281) — (407)
At 31 December 2008 and
at 1 January 2009 7,660 141,428 1,637 4,836 3,119 30,190 188,870
Additions — 14,782 7,389 700 331 2,144 25,346
Disposals — — — — (903) — (903)
Transfer from CIP 32,334 — — — — (32,334) —
At 31 December 2009 39,994 156,210 9,026 5,536 2,547 — 213,313
Accumulated depreciation
At 1 January 2008 1,406 36,157 618 1,375 1,216 — 40,772
Charge for the year 344 9,954 192 667 282 — 11,439
Disposals (86) — — (1) (111) — (198)
At 31 December 2008 and
at 1 January 2009 1,664 46,111 810 2,041 1,387 — 52,013
Charge for the year 1,805 12,604 309 719 260 — 15,697
Written back on disposal — — — — (461) — (461)
At 31 December 2009 3,469 58,715 1,119 2,760 1,186 — 67,249
Net book value
At 31 December 2009 36,525 97,495 7,907 2,776 1,361 — 146,064
At 31 December 2008 5,996 95,317 827 2,795 1,732 30,190 136,857

All of the Group’s buildings and plant and machinery are located in the PRC. The carrying value of the properties of the Group
comprises buildings on land under medium-term lease in the PRC.
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17.Construction in progress

The Group
2009 2008
RMB’000 RMB'000
At 1 January 30,190 22,814
Additions 2,144 7,376
Transferred to property, plant and equipment (32,334) —
At 31 December — 30,190
18. Lease prepayments/deposits for lease prepayments
(@) Lease prepayments
The Group
2009 2008
RMB’'000 RMB'000
Cost
At 1 January and 31 December 2,090 2,090
Accumulated amortisation
At 1 January 123 81
Charge of the year 42 42
At 31 December 165 123
Net book value
At 31 December 1,925 1,967
Net book value
Current portion 42 42
Non-current portion 1,883 1,925
1,925 1,967

Lease prepayments represent payments for land use rights for the medium term leasehold land in the PRC,
which have remaining terms ranging from 47 to 49 years as at 31 December 2009.

(b) Deposits for lease prepayments

As at 31 December 2009, the Group had made prepayments of RMB320,000 (2008: RMB320,000) for the
acquisition of land use rights for factory buildings. The Group is in the process of obtaining the land use

rights certificates.
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19. Investments in subsidiaries

The Company

O O—

2009 2008
RMB’'000 RMB’'000

At cost
Unlisted shares 84,584 84,516
Amounts due from a subsidiary (note) 153,487 153,487
238,071 238,003

Note: The amount due from a subsidiary is unsecured, interest free and will not be demanded for repayment. In substance,
of the Company’s interest in a subsidiary as capital contributions.

Particulars of the Company’s subsidiaries as at 31 December 2009 are as follows:

Percentage of
issued/registered

it forms part

Place of Issued and capital held
incorporation/ fully paid by the Company
Name operation share capital Direg/t Indireoc/t Principal activities
(] (]

Changzhou Huawei Electronics ~ The People’s Republic US$3,070,000 — 100  Manufacture and sale of
Co Ltd (“Changzhou of China (the aluminium electrolytic
Huawei") (note i) “PRC") capacitors

Changzhou Huawei Capacitors PRC Us$2,100,000 — 100  Trading of aluminium
Co Ltd (“Huawei Capacitors”) electrolytic capacitors
(note i )

South Huawei (Shenzhen) PRC HK$1,000,000 — 100  Manufacture and sale of
Electronics Co Ltd aluminium electrolytic
("South Huawei"”) (note i) capacitors

Huawei Group Holdings Limited  The British Virgin Us$0.01 100 —  Investment holding

Islands (“BVI")

Tong Tai Company Limited BVI US$0.01 — 100  Investment holding

He Yue Company Limited BVI US$0.01 — 100  Investment holding

Hai Te Wei Company Limited Hong Kong HK$1 — 100  Provision of administrative

services

Hai Ji Wei Company Limited Hong Kong HK$1 — 100  Inactive

SunTech Holdings Limited BVI US$10,000 — 100  Investment holding
(note ii)

SunTech Resources Group BVI US$10,000 — 100 Inactive
Company Limited (note ii)

SunTech Resources International Hong Kong HK$10,000 — 100  Inactive

Company Limited (note ii)

REFRERINEFAERAA PRC
(note i) (note ii)

Blue Saint Enterprises Limited BVI
(note ii)

HK$8,000,000

Us$1

100  Manufacture and sale of
aluminium electrolytic

capacitors

100 Inactive
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19.Investments in subsidiaries (Continued)

Notes:
(i) These entities are wholly-owned foreign enterprise established in the PRC.

(i) Incorporated during the year ended 31 December 2009

20. Inventories

The Group
2009 2008
RMB’000 RMB’000
Raw materials 22,992 8,399
Work-in-progress 46,446 40,528
Finished goods 74,438 57,083
143,876 106,010

The inventories expensed in the income statement amounted to RMB 272,424,000 for the year (2008: RMB
191,475,000).

21.Trade and bills receivables

The Group normally grants a credit period of 30 to 180 days to its customers.

The Group
2009 2008
RMB'000 RMB’'000
Trade receivables 134,460 108,344
Bills receivable 1,670 526
136,130 108,870
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21.Trade and bills receivables (Continued)

(@)

Aging analysis

Aging analysis of trade and bills receivables as of the balance sheet date was as follows:

O O—

The Group
2009 2008
RMB’000 RMB'000
0 - 30 days 19,896 17,699
31 - 90 days 51,759 24,824
91 — 180 days 26,899 28,403
181 — 365 days 11,390 30,599
Over 365 days 39,411 20,010
149,355 121,535
Provision for impairment (13,225) (12,665)
136,130 108,870

Impairment of trade receivables

Impairment losses in respect of trade and bills receivables are recorded using an allowance account unless
the Group is satisfied that recovery of the amount is remote, in which case the impairment loss is written off
against trade and bills receivables directly.

The movements in the allowance for impairment loss for bad and doubtful debts during the year are as
follows:

The Group
2009 2008
RMB’000 RMB’000
At 1 January 12,665 4,097
Reversal of impairment loss (2,065) —
Impairment loss recognised 2,625 8,568
At 31 December 13,225 12,665

As at 31 December 2009, trade receivables of the Group amounted to RMB2,625,000 (2008:
RMB8,568,000) were individually determined to be impaired. These individually impaired receivables were
outstanding over 365 days as at the balance sheet date, taking into account of creditworthiness, past
payment history and subsequent settlements of each customer up to date of approval of the financial
statements. Accordingly, specific allowances for doubtful debts of RMB2,625,000 (2008: RMB8,568,000)
were recognised. The Group does not hold any collateral over these balances.
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21.Trade and bills receivables (Continued)

(©) Trade and bills receivables that are not impaired
The aging analysis of trade and bills receivables that are neither individually nor collectively considered to be

impaired are as follows:

The Group
2009 2008
RMB’000 RMB'000
Neither past due nor impaired 98,554 70,926
180 days—365 days 11,390 30,599
Over 365 days 26,186 7,345
136,130 108,870

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there

was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a
good track record with the Group. Based on past experience, management believes that no impairment
allowance is necessary in respect of these balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable. The Group does not hold any collateral over

these balances.

22.0ther receivables and prepayments

The Group The Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’'000
Other receivables and prepayments 6,017 417 — —
Payments in advance to suppliers 9,591 12,328 — —
Advance to employees 1,137 587 — —
Value-added tax refundable 5,481 3,644 — —
Refundable deposit for a proposed investment 13,200 — — —
Others 1,734 751 60 34
37,160 17,727 60 34
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22.0ther receivables and prepayments (Continued)

Included in other receivables and prepayments is a deposit of HK$15 million (equivalent to RMB 13.2 million) paid
by the Group to an independent third party under a memorandum of understanding in relation to the proposed
acquisition of 60% equity interest in a company, which is principally engaged in the operations of toll installation
of LED street lamps in the PRC. The deposit is refundable with no interest subject to the due diligence review on
the investment to be completed. In the opinion of the directors, the deposit paid of HK$15,000,000
(RMB13,200,000) is fully recoverable.

None of the above assets is either past due or impaired and there was no recent history of default for the above
receivables.

23.Cash and cash equivalents, time deposits and restricted bank

eposits
The Group The Company
2009 2008 2009 2008
RMB’000 RMB’'000 RMB’000 RMB'000
Cash at banks 20,655 28,452 562 437
Cash in hand 110 141 — —
Time deposits with original maturity less than
three months 3,500 20,000 — —
Cash and cash equivalents 24,265 48,593 562 437
Time deposits with original maturity over
three months 60,000 23,950 — —
Restricted bank deposits (note 37) 53,050 9,950 — —
137,315 82,493 562 437

The restricted bank deposits were pledged as security for issuing bills payable to suppliers.

The bank deposits were denominated in Renminbi with an average maturity of less than 1 year. The effective
interest rate on bank deposits as at 31 December 2009 was 1.98% (2008: 2.10%) per annum.

The bank balances and time deposits are deposited with creditworthy banks with no collateral. The carrying
amounts of the cash and cash equivalents approximate their fair values.
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24.Trade and bills payables

The credit terms granted by suppliers are generally for a period of 30 to 90 days, computing from the end of the
month of the relevant purchase.

The Group
2009 2008
RMB’000 RMB’000
Trade payables 84,589 34,338
Bills payable 100,950 39,150
185,539 73,488
Bills payable as at 31 December 2009 and 2008 were secured by restricted bank deposits (note 23).
Details of the aging analysis of trade and bills payables are as follows:
The Group
2009 2008
RMB’000 RMB’'000
0 - 30 days 41,161 42,128
31 - 90 days 91,028 15,275
91 — 365 days 52,693 15,499
Over 365 days 657 586
185,539 73,488
The carrying amounts of trade and bills payables approximate their fair values.
25.Other payables
The Group The Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’'000
Salaries and welfare payable 4,283 4,242 943 —
Value-added tax payable 383 11 — —
Amounts payable for property, plant and equipment 8,916 7,384 — —
Receipts in advance 6,293 5,128 — —
Rental payable — 117 — —
Audit fee 466 440 512 431
Others 1,853 556 292 207
22,194 17,878 1,747 638
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26.Bank loans

At 31 December 2009, the bank loans of the Group were repayable as follows:
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The Group
2009 2008
RMB’000 RMB’'000
Within 1 year or on demand 110,000 46,000
After 1 year but within 2 years — 60,000
Total 110,000 106,000
At 31 December 2009, the bank loans of the Group were secured as follows:
The Group
2009 2008
RMB’000 RMB'000
Bank loans
— Secured 55,000 60,000
— Unsecured 55,000 46,000
110,000 106,000

(a) At 31 December 2009, bank loans of RMB55,000,000 (2008: RMB60,000,000) were secured on the
properties of a related company and guaranteed by that related company (note 34 ()).

(b) At 31 December 2009, the Group’s bank loans of RMB55 million (2008: RMB46 million) were guaranteed by
two subsidiaries, Changzhou Huawei and Huawei Capacitors. The total banking facilities of the Group
amounted to RMB 247 million (2008: RMB 145 million), which were utilised to the extent of RMB 158

million (2008: RMB 145 million ).

()  The Group’s bank loans bore fixed interest rates ranging from 5.31% to 5.84% (2008: 5.58% to 8.21%)

per annum.

(d)  All of the Group’s bank loans are denominated in Renminbi.

(e)  The carrying amounts of the Group's interest-bearing bank loans approximate their fair values.
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27.

28

Employee retirement benefits

The Group operates a Mandatory Provident Fund Scheme (the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Scheme Ordinance for employees employed under the jurisdiction of the Hong Kong Employment
Ordinance. The assets of the MPF Scheme are held separately from those of the Group in funds under the control
of trustees. Under the MPF Scheme, the employer and employees are each required to make contributions to the
plan of 5% of the employees’ relevant income, subject to a cap of monthly relevant income of HK$20,000.
Contributions to the plan vest immediately.

The PRC subsidiaries participates in several defined contribution retirement benefit schemes (the “Schemes”)
organized by the PRC municipal and provincial government authorities whereby the Group is required to make
contributions to the Schemes certain percentage of the eligible employees’ salaries. The local government authority
is responsible for the entire pension obligations payable to retired employees.

The Group has no other material obligation for the payment of pension benefits associated with those schemes
beyond the annual contributions described above.

.Share option scheme

The Company has adopted a share option scheme (the “Share Option Scheme”) pursuant to the shareholders’
written resolution passed on 26 July 2007.

The maximum number of shares that may be granted under the Share Option Scheme and other share option
schemes shall not exceed 10 % of the number of issued shares of the Company from time to time. No option may
be granted to any person such that the total number of shares of the Company issued and to be issued upon
exercise of all options granted and to be granted to each participant in any 12-month period up to the date of the
latest grant exceeds 1% of the number of shares of the Company in issue.

The Share Option Scheme shall be valid and effective for a period of 10 years ending on 25 July 2017 after which
no further options will be granted. The exercise price of the options will be at least the higher of: (a) The closing
price of the shares on the Stock Exchange (as stated in the Stock Exchange’s daily quotation sheets) on the Offer
Date, which must be a business date; (b) The average closing price of the Shares on the Stock Exchange (as stated
in the Stock Exchange’s daily quotation sheets) for the five business days immediately preceding the Offer Date;
and (c) the nominal value of the shares.

(@)  The terms and number of weighted average exercise prices of share options are as follows:

Details of options granted and a summary of the movements of the outstanding options under the Share
Option Scheme during the years ended 31 December 2009 and 2008 are as follows:

Number of shares issuable under options granted

Exercise Outstanding Granted Exercised Lapsed Outstanding
price per Date as at 1/1/ during the during the during the as at 31/12/
option of grant Exercisable period 2009 year year year 2009
HK$

Directors
Yan Qixu 0.169 3.11.2009 3.11.2009-2.11.2019 — 6,000,000 (6,000,000) — —
Xiang Xiaogin 0.169 3.11.2009 3.11.2009-2.11.2019 — 6,000,000 (6,000,000) — —
Kuang Lihua 0.169 3.11.2009  3.11.2009-2.11.2019 — 6,000,000 (6,000,000) — —
Liu Xinsheng 0.169 3.11.2009 3.11.2009-2.11.2019 — 6,000,000 (6,000,000) — —
Employee 0.169 3.11.2009  3.11.2009-2.11.2019 — 6,000,000 (6,000,000) — —

— 30,000,000 (30,000,000) = =
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28.Share option scheme (Continued)

(b)  On 3 November 2009, options for a total of 30,000,000 shares were granted as referred to note (a) above.
The closing price of the shares of the Company immediately before the date of grant was HK$0.164. All of
these share options were exercised on 4 November 2009.

()  The estimated fair value of the options granted for the 30,000,000 shares on 3 November 2009 amounted
to HK$1,424,039 (equivalent to approximately RMB 1,253,154), which was calculated using the Black-
Scholes Option Pricing Model (the “Model”) as at the date of the grant of the share options. The followings
are the key inputs to the Model:

2009
Share price HK$0.164
Exercise price HK$0.169
Expected volatility 77.94%
Expected dividend yield 0%
Risk free rate 0.14%
Expected life of the share options 10 years

Expected volatility was determined by using the historical volatility of the share prices of the Company.

The Group recognised a total expense of approximately HK$1,424,039 (equivalent to approximately RMB
1,253,154) for the year ended 31 December 2009 (2008: Nil) in relation to the share options granted by the
Company.

The Model has been used to estimate the fair value of the options. The variables and assumptions used in

computing the fair value of the share options are based on the directors’ best estimates. The value of an
option varies with different variables of certain subjective assumptions.

29.Share capital

Number of
shares of Nominal value
HK$0.01 each of shares
Note HK$'000
Authorised:
At 31 December 2009 and 2008 2,000,000,000 20,000
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29.Share capital (Continued)

Number of
shares of Nominal value
HK$0.01 each of shares
Note HK$'000 RMB’'000

Issued and fully paid
At 1 January 2008 and 31 December 2008 600,000,000 6,000 5,820
Shares issued:

— Exercise of share options (a) 30,000,000 300 264
— Placing of shares (b) 120,000,000 1,200 1,056
At 31 December 2009 750,000,000 7,500 7,140

(@)

Issue of new shares upon exercise of share OptiOﬂS

On 4 November 2009, 30,000,000 new shares were issued at HK$0.169 per share under the share options
granted on 3 November 2009 as referred in note 28 to the financial statements. The proceeds amounted to
HK$5,070,000, of which HK$300,000 (equivalent to RMB264,000) was credited to share capital and the
balance of HK$4,770,000 (equivalent to RMB4,197,000), including the fair value of the share options of
HK$1,253,000 as referred to note 28(c), was credited to the share premium account.

Issue of new shares under placing of shares

On 2 December 2009, the Company issued 120,000,000 new ordinary shares of HK$0.01 each at a price of
HK$0.143 per share. The proceeds amounted to HK$17,160,000, out of which HK$1,200,000 (equivalent to
RMB1,056,000) was recorded in share capital with the balance of HK$15,960,000 (equivalent to
RMB14,045,000) was credited to the share premium account.

All the new ordinary shares issued during the year ended 31 December 2009 rank pari passu in all respects with
the then existing ordinary shares of the Company.

30.Reserves

The Group
Share
Share Capital option Special Statutory Exchange Retained
premium reserve reserve reserve reserve reserve  earnings Total
RMB'000 RMB’000 RMB’'000 RMB’000 RMB'000 RMB’'000 RMB'000 RMB'000

At 1 January 2008 147,567 6,894 — 42,783 16,064 (2,020) 48,401 259,689
Profit for the year — — — — — — 3,085 3,085
Transfer — — — — 207 — (207) —
Dividend paid — — — — — — (14,098) (14,098)
At 31 December 2008 and at 1 January

2009 147,567 6,894 — 42,783 16,271 (2,020) 37,181 248,676
Equity-settled share-based expense — — 1,253 — — — — 1,253
Exchange difference on translation of

financial statements of subsidiary — — — — — 4 — 4
Shares issued upon exercise of share

options 5,450 — (1,253) — — — — 4,197
Shares issued under placing 14,045 — — — — — — 14,045
Share issuing expenses (152) — — — — — — (152)
Profit for the year — — — — — — 6,159 6,159
Transfer — — — — 550 — (550) —
At 31 December 2009 166,910 6,894 — 42,783 16,821 (2,016) 42,790 274,182
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30.Reserves (Continued)

The Company

Share Special Share option Accumulated

premium reserve reserve losses Total

RMB’'000 RMB’000 RMB’000 RMB'000 RMB’000
At 1 January 2008 147,567 84,516 — (1,460) 230,623
Profit for the year — — — 16,027 16,027
Dividend paid — — — (14,098) (14,098)
At 31 December 2008 and 1 January 2009 147,567 84,516 — 469 232,552
Equity-settled share-based expense — — 1,253 — 1,253
Shares issued upon exercise of share options 5,450 — (1,253) — 4,197
Shares issued under placing 14,045 — — — 14,045
Share issuing expense (152) — — — (152)
Loss for the year — — (5,821) (5,821)
At 31 December 2009 166,910 84,516 — (5,352) 246,074

(@) Share premium
The share premium account represents the excess of the issue price net of any issuance expenses over the
par value of the shares issued and has been credited to the share premium account of the Company. The
application of the share premium account is governed by Section 34 under the Companies Law of the
Cayman Islands.

(b) Capital reserve
Capital reserve represents the excess of the consolidated net assets acquired in the subsidiaries over the
consideration paid for their acquisition.

(c) Special reserve
Special reserve represents the difference between the net assets of Huawei Group Holdings Limited and its
subsidiaries acquired by the Company and the nominal value of one nil-paid issued share of the Company
through an exchange of shares.

(d) Share option reserve
The share option reserve represents the fair value of the actual or estimated number of unexercised share
options granted to directors and employees of the Company recognised in accordance with the accounting
policy adopted for share-based payments. All the balance was transferred to share premium account
following the issue of new shares upon exercise of all these options granted as referred to notes 28 and 29

(a).

(e) Statutory reserve
The statutory reserve refers to the PRC statutory reserve fund. Appropriations to such reserve fund are made
out of the profit after tax of the statutory financial statements of the PRC subsidiaries and the amount
should not be less than 10% of the profit after tax unless the aggregate reserve amount exceeded 50% of
the registered capital of the PRC subsidiaries. The statutory reserve fund can be used to make up prior year
losses of the PRC subsidiaries.

O O—



78 Notes to the Financial Statements

: C For the year ended 31 December 2009

30.Reserves (Continued)

(f)  Exchange reserve
The exchange reserve comprises all foreign exchange differences arising from the translation of the financial
statements of operations outside the PRC.

(g) Distributability of reserves
At 31 December 2009, the aggregate amount of reserves available for distribution to equity holders of the
Company was RMB246,074,000 (2008: RMB 232,552,000). The funds in the share premium are
distributable to the shareholders of the Company provide that immediately following the date on which the
dividend is proposed to be distributed, the Company will be in a position to pay off its debts as they fall due
in the ordinary course of business.

31.Pledged assets

At the balance sheet date, the following assets were pledged to banks to secure general banking facilities granted
to the Group:

The Group
2009 2008
RMB’000 RMB'000
Leasehold properties — 3,359
Restricted bank deposits (note 23) 53,050 9,950
53,050 13,309

32.Operating lease commitments

At the balance sheet date, the Group had commitments for future minimum lease payments under non-cancellable
operating leases in respect of office premises which fall due as follows:

The Group
2009 2008
RMB’000 RMB’000
Within one year 633 744
In the second to fifth year, inclusive 936 9
1,569 753

The Company had no operating lease commitments at the balance sheet date.
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33.

34.

Capital commitments
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At the balance sheet date, the Group had capital commitments not provided for in the financial statements were

as follows:

The Group
2009 2008
RMB’000 RMB'000

Contracted but not provided for

— property, plant and equipment 1,493 2,613
— capital contribution in a subsidiary 1,311 —
Authorised but not contracted for (note) — 26,271
2,804 28,884

Note: On 4 December 2009, Suntech Resources Group Company Limited, a wholly-owned subsidiary of the Company, entered into a non-
binding memorandum of understanding for the proposed acquisition of a 60% equity interest in a company engaged in the
operations of toll installation of LED street lamps in the PRC, at a consideration of not more than HK$500 million.

The Company had no capital commitments at the balance sheet date.

Material related party transactions

During the years ended 31 December 2009 and 2008, the directors are of the view that the following are related

parties of the Group:

Name of the party

Relationship

Yan Qixu

Xiang Xiaogin

Shan Biao

Kuang Lihua

Liu Xinsheng

Li Wing Sang

Xu Kangning

Wong Chun Hung

Lin Sufen

Changzhou Huawei Reflective Material Company Limited
("Reflective Material”)

He Yue Company Limited

Changzhou Huawei Electronics Co., Ltd

SunTech Holdings Limited

Executive director
Executive director
Executive director
Executive director
Executive director
Executive director

Non-executive director
Non-executive director
Non-executive director
Mr. Yan Qixu and Ms Xiang Xiaogin are

common directors and controlling shareholders

Subsidiary
Subsidiary
Subsidiary
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34.Material related party transactions (Continued)

(@) Amounts due to directors

The Group The Company

2009 2008 2009 2008

RMB’'000 RMB’000 RMB’000 RMB’000

Yan Qixu 797 667 668 76
Xiang Xiaogin 1,080 418 1,047 418
Shan Biao — 630 — 630
Kuang Lihua 608 405 593 404
Liu Xinsheng 597 409 597 409
Li Wing Sang 12 — 12 —
Xu Kangning 39 19 39 19
Wong Chun Hung 59 29 59 29
Lin Sufen 39 19 39 19
3,231 2,596 3,054 2,004

The amounts due are unsecured, interest free and repayable on demand.

(b) Amounts due from subsidiaries
The Company

2009 2008

RMB’000 RMB'000

Huewei Group Holdings Limited 7,523 7,523
Hai Te Wei Limited 6,018 —
Blue Saint Enterprises Limited 8 =
SunTech Resources Group Company Limited 13,200 —
26,749 7,523

The amounts due are unsecured, interest-free and have no fixed terms of repayment.

In addition, as disclosed in note 19 above, there was amount due from a subsidiary of RMB153,487,000
(2008: RMB153,487,000) which has been recognized as part of the interest in a subsidiary as its capital
contribution.
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34.Material related party transactions (Continued)

()  Amounts due to subsidiaries
The Company

2009 2008

RMB’000 RMB’000

He Yue Company Limited 335 162
Changzhou Huawei Electronics Co., Ltd 7,024 4,821
SunTech Holdings Limited 68 —
7,427 4,983

The amounts due are unsecured, interest-free and have no fixed terms of repayment.

(d) Securities and guarantees
At 31 December 2009, the Group's bank loans of RMB 55,000,000 (2008: RMB35,000,000) were secured by
certain properties and corporate guarantee of Reflective Material.

(e) Key management personnel remuneration
Remuneration for key management personnel of the Group, including amounts paid to the Company’s
directors as referred to in note 9 and certain of highest paid employees as disclosed in note 10, is as follows:

The Group
2009 2008
RMB’000 RMB’000
Short-term employee benefits 3,233 4,310
Contributions to defined retirement plans 28 36
Share-based payments 1,253 —
4,514 4,346

35. Ultimate holding company

The directors regard Tong Heng Company Limited, a company incorporated in the British Virgin Islands, as being
the ultimate holding company of the Group.
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2009 2008 2007 2006 2005
RMB’'000 RMB’000 RMB'000 RMB’000 RMB’'000
Results
Turnover 314,596 237,596 287,567 256,744 185,411
Operating profit 14,416 13,463 71,118 67,692 44,021
Finance costs (6,722) (8,712) (8,194) (7,821) (8,365)
Profit before taxation 7,694 4,751 62,924 59,871 35,656
Income tax (1,535) (1,666) (6,058) (3,094) (2,890)
Profit for the year 6,159 3,085 56,866 56,777 32,766
Attributable to:
Equity holders of the Company 6,159 3,085 56,866 56,777 25,621
Minority interests — — — — 7,145
Profit for the year 6,159 3,085 56,866 56,777 32,766
Assets and liabilities
Non-current assets 148,267 139,102 93,236 66,608 72,278
Current assets 454,523 315,662 366,953 204,100 194,952
Current liabilities (321,468) (140,268) (134,680) (111,778) (192,727)
Total assets less current liabilities 281,322 314,496 325,509 158,930 74,503
Non-current liabilities — (60,000) (60,000) (60,000) —
NET ASSETS 281,322 254,496 265,509 98,930 74,503
Capital and reserves
Share capital 7,140 5,820 5,820 — 32,353
Reserves 274,182 248,676 259,689 98,930 24,963
Equity attributable to equity holders of
the Company 281,322 254,496 265,509 98,930 57,316
Minority interests — — — — 17,187
TOTAL EQUITY 281,322 254,496 265,509 98,930 74,503
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