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(Stock code: 03823)

RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

GROUP RESULTS

The board (the “Board”) of directors (the “Directors”) of Tech Pro Technology Development 
Limited (the “Company”) announces the consolidated results of the Company and its 
subsidiaries (collectively the “Group”) for the year ended 31 December 2012, together with 
comparative figures for the year ended 31 December 2011 as follows:

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2012

2012 2011
Note RMB’000 RMB’000

(Restated)

Continuing operations
Turnover 5 619,170 282,631
Cost of sales (511,619) (216,108)  

Gross profit 107,551 66,523
Other revenue 6 10,031 39,382
Other income 6 1,201 6,592
Distribution costs (15,575) (9,018)
Administrative expenses (60,342) (43,556)
Amortisation of other intangible assets (71,380) (42,196)
Fair value gain/(loss) on embedded derivative of 

convertible notes 16 11,932 (33,577)
Fair value gain on embedded derivative of bonds 17 2,691 –
Loss on extinguishment of convertible notes to bonds 16 (39,014) –
Loss on early redemption of promissory notes 15 (5,600) (2,625)
Allowance for impairment on trade receivables, net 12 (2,199) (530)
Write-down of inventories (21,971) –
Other operating expenses (70) (1,935)
Finance costs 7(a) (42,603) (27,739)  

Loss before taxation 7 (125,348) (48,679)
Income tax credit 8 3,231 3,154  
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2012 2011
Note RMB’000 RMB’000

(Restated)

Loss for the year from continuing operations (122,117) (45,525)
Discontinued operations
Loss for the year from discontinued operations 9 (5,524) (6,881)  

Loss for the year (127,641) (52,406)  

Loss attributable to:
Owners of the Company (119,675) (48,779)
Non-controlling interests (7,966) (3,627)  

(127,641) (52,406)  

Loss attributable to owners of the Company
arises from:
Continuing operations (114,151) (41,898)
Discontinued operations (5,524) (6,881)  

(119,675) (48,779)  

Loss per share (RMB cents) 11
From continuing operations and discontinued 

operations
– Basic and diluted (11.33 cents) (5.59 cents)  

From continuing operations
– Basic and diluted (10.81 cents) (4.81 cents)  

From discontinued operations
– Basic and diluted (0.52 cents) (0.79 cents)  
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2012

2012 2011
RMB’000 RMB’000

(Restated)

Loss for the year (127,641) (52,406)

Other comprehensive income for the year
Exchange differences:

– on translation of financial statements of foreign 
subsidiaries (1,624) 226

– reclassification adjustment relating to disposal of 
subsidiaries (61) –  

Total comprehensive loss for the year (net of tax) (129,326) (52,180)  

Attributable to:
Owners of the Company (121,335) (48,553)
Non-controlling interests (7,991) (3,627)  

(129,326) (52,180)  

Total comprehensive loss attributable to 
owners of the Company arises from: 
Continuing operations (115,811) (41,672)
Discontinued operations (5,524) (6,881)  

(121,335) (48,553)  
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2012

31/12/2012 31/12/2011
Notes RMB’000 RMB’000

(Restated)

Non-current assets
Property, plant and equipment 236,690 295,148
Lease prepayments 3,676 18,517
Goodwill 372,627 372,627
Other intangible assets 658,624 730,004

1,271,617 1,416,296
Current assets

Inventories 132,665 245,934
Lease prepayments 83 401
Trade and bills receivables 12 337,891 168,589
Other receivables and prepayments 69,323 96,748
Income tax recoverable – 283
Short-term investment – 1,045
Restricted bank deposits 42,504 67,702
Time deposits – –
Cash at banks and in hand 65,116 30,449

647,582 611,151

Current liabilities
Trade and bills payables 13 182,672 222,356
Other payables and accruals 63,875 73,927
Amounts due to related companies 42,888 23,360
Amounts due to directors 585 3,918
Amount due to a former director 1,178 –
Amount due to a shareholder 144 144
Bank loans 14 285,303 223,963
Promissory notes payable 15 15,145 534
Convertible notes – liability portion 16 – 7,425
Bonds payable 17 712 –
Income tax payable 16,451 7,300

608,953 562,927  

Net current assets 38,629 48,224  

Total assets less current liabilities 1,310,246 1,464,520
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31/12/2012 31/12/2011
Notes RMB’000 RMB’000

(Restated)

Non-current liabilities
Loan from a former director 18 96,264 162,060
Promissory notes payable 15 – 60,250
Convertible notes – liability portion 16 – 60,576
Convertible notes – embedded derivatives 16 – 61,893
Bonds payable 17 57,631 –
Deferred tax liabilities 166,878 189,923

320,773 534,702  

NET ASSETS 989,473 929,818  

EQUITY
Equity attributable to owners of the Company

Share capital 9,835 9,439
Reserves 733,533 666,283  

743,368 675,722
Non-controlling interests 246,105 254,096  

TOTAL EQUITY 989,473 929,818  
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NOTES:
For the year ended 31 December 2012

1. GENERAL INFORMATION

Tech Pro Technology Development Limited (the “Company”) was incorporated in the Cayman Islands 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 Unit 1402, 14/F, Low Block, 
Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong. The registered office of the Company 
is located at Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111, Cayman Islands. 
The principal activities of the Company and its subsidiaries are the manufacture and sale of aluminum 
electrolytic capacitors and LED lighting.

2. BASIS OF PREPARATION

The consolidated financial statements for the year ended 31 December 2012 comprise the financial 
statements of the Company and its subsidiaries (together referred to as “the Group”).

Items included in the financial statements of each of the Group’s entities are measured using the currency 
of primary economic environment in which the entity operates (the “functional currency”). The consolidated 
financial statements are presented in Renminbi (“RMB”) rounded to the nearest thousand except for per 
share data, which is the Group’s presentation currency.

During the current year, the Group has completed its assessment on and finalised the accounting for 
those business combinations in 2011 for which initial accounting was adopted by the management to 
prepare the consolidated financial statements of the Group for the prior year ended December 2011 
because the management was still evaluating all the factors and circumstances in respect of these business 
combinations existed at the respective acquisition dates. Upon the finalisation of the accounting for these 
prior year’s business combinations during the current year, the directors of the Company concluded 
that, except for that disclosed in note 19, no other material retrospective adjustments on the business 
combinations in 2011 were required for the prior year. The effects of the finalisation of the accounting 
for the prior year’s business combination at the acquisition date are summarised in note 19, where 
the goodwill (as included in the non-current assets) has been reduced by RMB21,514,000 and the fair 
value of the contingent negative consideration in respect of the profit guarantee clause of the relevant 
sale and purchase agreement (as included in the current assets) has been recognised and increased 
by RMB21,514,000, at the acquisition date and at 31 December 2011, which adjustments have been 
retrospectively made to the consolidated statement of financial position of the Group as at 31 December 
2011; there are no material adjustments on the net assets, cash flows and results of the Group for the prior 
year ended 31 December 2011.

The measurement basis used in the preparation of the financial statements is the historical cost basis.

The preparation of financial statements in conformity with Hong Kong Financial Reporting Standards 
(“HKFRSs”) issued by Hong Kong Institute of Certified Public Accountants (“HKICPA”) 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 amounts 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.

The consolidated financial statements included the financial statement of the Company and its subsidiaries 
for the year ended 31 December 2012. The financial statements of the subsidiaries are prepared for the 
same reporting period as the Company, using consistent accounting policies. The results of subsidiaries are 
consolidated from the date of acquisition, being the date on which the Group obtains control, and continue 
to be consolidated until the date that such control ceases. All intra-group balances, transactions, unrealised 
gains and losses resulting from intra-group transactions and dividends are eliminated on consolidation in 
full.
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Total comprehensive income within a subsidiary is attributed to the non-controlling interest even if it 
results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity 
transactions.

If the Group loses control over a subsidiary, it derecognises (a) the assets (including goodwill) and 
liabilities of the subsidiary, (b) the carrying amount of any non-controlling interest and (c) the cumulative 
transaction difference recorded in equity; and recognises (a) the fair value of the consideration received, 
(b) the fair value of any investment retained and (c) any resulting surplus or deficit in profit or loss. The 
Group’s share of components previously recognised in other comprehensive income is reclassified to 
profit or loss or retained profits, as appropriate.

3. CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

In the current year, the Group has applied the following revised HKFRSs (“new HKFRSs”) issued by the 
HKICPA.

Amendments to HKFRS 7 Financial instruments: Disclosures–Transfers of Financial Assets
Amendments to HKAS 12 Deferred Tax: Recovery of Underlying Assets

The application of the amendments to HKFRSs in the current year has had no material effect on the 
Group’s financial performance and positions for the current and prior accounting periods and/or on the 
disclosures set out in these financial statements.

4. ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The HKICPA has issued the following amendments, new standards and interpretations which are not 
yet effective for the year ended 31 December 2012 and which have not been adopted in these financial 
statements.

Amendments HKFRSs Annual Improvements to HKFRSs 2009-2011 Cycle 1

Amendments to HKFRS 7 Disclosures–Offsetting Financial Assets and Financial Liabilities 1

Amendments to HKFRS 9
and HKFRS 7

Mandatory Effective Date of HKFRS 9 and Transition Disclosures3

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

Consolidated Financial Statements, Joint Arrangements and 
Disclosure of Interests in Other Entities – Transition Guidance1

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Investment Entities2

HKFRS 9 Financial Instruments3

HKFRS 10 Consolidated Financial Statements1

HKFRS 11 Joint Arrangements1

HKFRS 12 Disclosure of Interests in Other Entities1

HKFRS 13 Fair Value Measurement1

HKAS 19 (as revised in 2011) Employee Benefits1

HKAS 27 (as revised in 2011) Separate Financial Statements1

HKAS 28 (as revised in 2011) Investments in Associates and Joint Ventures1

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income4

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities2

HK(IFRIC) – Int 20 Stripping Costs in the Production Phase of a Surface Mine1

1 Effective for annual periods beginning on or after 1 January 2013
2 Effective for annual periods beginning on or after 1 January 2014
3 Effective for annual periods beginning on or after 1 January 2015
4 Effective for annual periods beginning on or after 1 July 2012

The Group is in the process of making an assessment of what the impact of these new and revised HKFRSs 
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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5. TURNOVER AND SEGMENT REPORT

(a) Turnover

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

2012 2011
RMB’000 RMB’000

(Restated)

Continuing operations

Sales of aluminum electrolytic capacitors 315,541 260,774
Sales of LED lighting 303,629 21,857  

619,170 282,631  

(b) Segment reporting

The Group manages its businesses by divisions, which are organised by business lines (products 
and services). In a manner consistent with the way in which information is reported internally to the 
senior management for the purposes of resources allocation and performance assessment, the Group 
has presented two reportable segments. No operating segments have been aggregated to form the 
following reporting segment.

– Aluminum electrolytic capacitors

– LED lighting

Operating segments regarding the manufacture and sale of chip type electronic components and 
aluminum electrolytic capacitors in the Southern China were discontinued during the year ended 
31 December 2012. The segment information does not include any amounts for the discontinued 
operations, the details are described in more details in note 9.

(i) Segment results, assets and liabilities

For the purpose of assessing segment performance and allocating resources between 
segments, the senior management monitors the results, assets and liabilities attributable to 
each reportable segment on the following bases:

Segment assets include all tangible, intangible assets and current assets with the exception of 
other corporate assets. Segment liabilities include trade and other payables attributable to the 
activities of the individual segments and borrowings managed directly by the segment.

Revenue and expenses are allocated to the reportable segments with reference to sales 
generated by those segments and the expenses incurred by those segments or which otherwise 
arise from the depreciation or amortisation of assets attributable to those segments.

The measure used for reporting segment profit or loss is “Reportable segment results”. 
Reportable segment results includes the operating profit or loss generated by the segment 
and finance costs directly attributable to the segment, without allocation of corporate 
administration costs. Taxation charge is not allocated to reportable segment.
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“Reportable segment adjusted EBITDA” is used as one of the measures for reportable 
segment profit or loss since year 2012, as the senior management believes “Reportable 
segment adjusted EBITDA”, which does not take into account of non-operating factors 
such as the finance costs, non-cash expenses and non-recurring expenses, can reflect the 
performance of each segment from its operating activities. “Reportable segment adjusted 
EBITDA” represents “earnings/(loss) before interest, tax, depreciation and amortisation”, 
where “interest” is regarded as investment income and finance costs and “depreciation” 
and “amortisation” are regarded as including impairment losses on non-current assets. This 
measurement basis excludes the effect of non-recurring expenditures from the operating 
segments, such as loss on early redemption of promissory notes, loss of extinguishment of 
convertible notes to bonds and change in fair value on embedded derivative of convertible 
notes and bonds. To arrive at adjusted EBITDA, the Group’s earnings/(loss) are further 
adjusted for items not specifically attributed to individual segments, such as corporate 
administration costs. Reconciliation from “Reportable segment adjusted EBITDA” to 
“Reportable segment results” are also presented in note (ii) below.

In addition to the reviewing segment information concerning the adjusted EBITDA, the senior 
management are provided with segment information concerning revenue, interest income and 
expense from cash balances and borrowings managed directly by the segments, depreciation 
and amortisation, loss on early redemption of promissory notes, loss of extinguishment of 
convertible notes to bonds and change in fair value on embedded derivative of convertible 
notes and bonds by the segments in their operations.

Information regarding the Group’s reportable segments as provided to the senior management 
for the purposes of resource allocation and assessment of segment performance for the years 
ended 31 December 2012 and 2011 is set out below:

2012 
Continuing operations Aluminum

electrolytic
capacitors LED lighting Total
RMB’000 RMB’000 RMB’000

Turnover 315,541 303,629 619,170
Other revenue 2,660 7,371 10,031   
Reportable segment revenue from

external customer 318,201 311,000 629,201   
Reportable segment adjusted EBITDA 333 71,793 72,126   
Reportable segment results (63,021) (57,927) (120,948)   
Other information:
Interest income 2,660 128 2,788
Interest expenses (20,073) (22,530) (42,603)
Depreciation (21,648) (5,917) (27,565)
Amortisation of lease prepayments (83) – (83)
Amortisation of other intangible assets – (71,380) (71,380)
Loss on extinguishment of

convertible notes to bonds – (39,014) (39,014)
Fair value gain on embedded derivative

of convertible notes – 11,932 11,932
Fair value gain on embedded derivatives

of bonds – 2,691 2,691
Impairment on trade receivables, net (2,199) – (2,199)
Write-down of inventories (21,971) – (21,971)
Loss on disposal of property, plant and 

equipment (40) (30) (70)
Loss on early redemption of

promissory notes – (5,600) (5,600)

Reportable segment assets 586,485 1,304,773 1,891,258

Additions to non-current segment assets 
during the year 7,695 12,835 20,530

Reportable segment liabilities (486,869) (258,413) (745,282)   
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2011 
Continuing operations Aluminum

 electrolytic
capacitors LED lighting Total
RMB’000 RMB’000 RMB’000

(Restated) (Restated)

Turnover 260,774 21,857 282,631
Other revenue 1,228 38,154 39,382   

Reportable segment revenue from
external customer 262,002 60,011 322,013   

Reportable segment adjusted EBITDA 44,978 38,255 83,233   

Reportable segment results 15,453 (59,590) (44,137)   

Other information:
Interest income 1,227 16 1,243
Interest expenses (12,566) (15,173) (27,739)
Depreciation (17,256) (4,290) (21,546)
Amortisation of lease prepayments (83) – (83)
Amortisation of other intangible assets – (42,196) (42,196)
Fair value loss on embedded derivative

of convertible notes – (33,577) (33,577)
Impairment on trade receivables, net (530) – (530)
Loss on disposal of property, plant and 

equipment (317) – (317)
Loss on early redemption of

promissory notes – (2,625) (2,625)

Reportable segment assets 551,538 1,255,461 1,806,999

Additions to non-current segment assets 
during the year 80,616 1,208,600 1,289,216

Reportable segment liabilities (342,588) (370,230) (712,818)   
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(ii) Reconciliations of reportable segment revenue, profit or loss, assets and liabilities

2012 2011
RMB’000 RMB’000

(Restated)

Revenue – continuing operations

Total reportable segment turnover 619,170 282,631
Elimination of inter-segment turnover – –  

Consolidated turnover – continuing operations 619,170 282,631  

Total reportable segment other revenue 10,031 39,382
Elimination of inter-segment other revenue – –  

Consolidated other revenue – continuing operation 10,031 39,382  

Consolidated revenue derived from 
Group’s external customers 629,201 322,013  

Results – continuing operations
Reportable segment adjusted EBITDA 72,126 83,233
Interest Income 2,788 1,243
Interest expenses (42,603) (27,739)
Amortisation of lease prepayments (83) (83)
Amortisation of other intangible assets (71,380) (42,196)
Depreciation (27,565) (21,546)
Loss on extinguishment of convertible notes to bonds (39,014) -
Fair value gain/(loss) on embedded derivative of 

convertible notes 11,932 (33,577)
Fair value gain on embedded derivatives of bonds 2,691 –
Loss on early redemption of promissory notes (5,600) (2,625)
Impairment on trade receivable, net (2,199) (530)
Write-down of inventories (21,971) -
Loss on disposal of property, plant and equipment (70) (317)  

Reportable segment loss (120,948) (44,137)
Unallocated corporate administration costs (4,400) (4,542)  

Consolidated net loss before taxation 
– continuing operations (125,348) (48,679)  

Assets – continuing operations

Reportable segment assets – continuing operations 1,891,258 1,806,999
Elimination of inter-segment receivables – –  

1,891,258 1,806,999
Income tax recoverable – 125
Assets relating to discontinued operations – 206,412
Unallocated corporate assets 27,941 13,911  

Consolidated assets 1,919,199 2,027,447  
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2012 2011
RMB’000 RMB’000

(Restated)

Liabilities – continuing operations
Reportable segment liabilities – continuing operations 745,282 712,818
Elimination of inter-segment liabilities – –  

745,282 712,818
Income tax payable 16,451 7,300
Deferred tax liabilities 166,878 184,761
Liabilities relating to discontinued operations – 189,016
Unallocated corporate liabilities 1,115 3,734  

Consolidated liabilities 929,726 1,097,629  

(c) Geographical information

As the Group’s business participates only one geographical location classified by the location of 
assets, i.e. the PRC, including Hong Kong, no separate geographical segment analysis based on the 
location of assets is presented. The geographical location of customers is based on the location at 
which the goods are delivered to:

2012 2011
RMB’000 RMB’000

(Restated)

The PRC 363,422 139,789
Hong Kong 174,350 14,505
Taiwan 26,486 68,933
Turkey 9,758 15,755
Korea 12,614 11,206
Russia 21,594 –
Other countries 10,946 32,443  

619,170 282,631  

(d) Major customers

During the years ended 31 December 2012 and 2011, there is no major customer accounted for 
more than 10% of the total revenue of the Group.
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6. OTHER REVENUE AND INCOME

2012 2011
RMB’000 RMB’000

(Restated)

Continuing operations
Other revenue
Bank interest income 2,788 1,243
Consultancy fee income – 25,280
Licensing fee income – 8,063
Rental income from property, plant and equipment 3,924 4,796
Sub-contracting income 1,054 –
Scrap sales 2,265 –  

10,031 39,382  

2012 2011
RMB’000 RMB’000

(Restated)

Continuing operations
Other income
Government grants (note) 656 158
Gain on disposal of short-term investment 21 –
Exchange gain, net 432 5,646
Others 92 788  

1,201 6,592  

Note:

The Group received government grants amounted to RMB656,000 (2011: RMB158,000) during the year 
for the recognition of the Group’s sales performance and contribution to local community in Changzhou, 
the PRC. These grants were not conditional and therefore, were recognised as income when received.
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7. LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging:

2012 2011
RMB’000 RMB’000

(Restated)

Continuing operations

(a) Finance costs
Interest expenses on bank borrowings and 

bills payable wholly repayable within five years 20,075 12,566
Imputed interest on promissory notes 1,798 2,856
Imputed interest on convertible notes 20,018 12,317
Bond interest 712 –  

Total interest expense on financial liabilities not at 
fair value through profit or loss 42,603 27,739  

(b) Staff costs (including directors’ emoluments)
Salaries, wages and other benefits 58,718 61,637
Contributions to defined contribution retirement plans 4,175 3,068  

Total staff costs 62,893 64,705  

(c) Other items
Amortisation of other intangible assets

– customers relationships 34,207 20,614
– patents 32,173 21,166
– trademarks 5,000 416  

71,380 42,196  

Amortisation of lease prepayments 83 83
Depreciation of property, plant and equipment 27,565 21,546

Operating lease charges in respect of land and buildings 5,585 1,918
Auditor’s remuneration

– Audit services 1,288 1,134
– Non-audit services 264 –

Loss on disposal of property, plant and equipment 70 317
Impairment loss on trade receivables, net 2,199 530
Write-down of inventories 21,971 –
Research and development expenditure 14,517 4,546
Cost of inventories sold 511,619 216,108  

Notes:

(i) Cost of inventories sold includes staff costs of RMB33,793,000 (2011: RMB36,757,000) 
and depreciation of RMB21,164,000 (2011: RMB22,615,000) as disclosed in staff costs and 
depreciation of property, plant and equipment above.

(ii) Research and development expenditures includes staff costs of RMB5,181,000 (2011: 
RMB4,546,000) incurred by the research and development department which are included in the 
staff costs as disclosed above.



– 15 –

8. INCOME TAX

2012 2011
RMB’000 RMB’000

(Restated)

Continuing operations

Hong Kong Profits Tax
– Current year 4,402 4,134
– Over-provision in respect of prior years (20) –

PRC Enterprise Income Tax
– Current year 10,270 3,266
– Under-provision in respect of prior years – 8  

14,652 7,408
Reversal of deferred tax liabilities (17,883) (10,562)  

(3,231) (3,154)  

(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.

(ii) The provision for Hong Kong Profits Tax is calculated at 16.5% (2011: 16.5%) of the estimated 
assessable profits for the year.

(iii) Pursuant to the Enterprise Income Tax rules and regulations of the PRC, the PRC subsidiaries of 
the Group are subject to enterprise income tax at a rate of 25% (2011: 25%), except for Changzhou 
Huawei Electronic Company Limited (“Changzhou Huawei”) is entitled to a preferential tax rate of 
15% for the three years since 2011 for being a high technology enterprise.

9. LOSS FROM DISCONTINUED OPERATIONS

On 18 December 2012, the Group completed the disposal of 100% equity interests in Hai Te Wei 
Company Limited and its subsidiaries (the “Hai Te Wei Group”) and Tong Tai Company Limited and 
its subsidiary (the “Tong Tai Group”) to an independent third party, at an aggregate consideration of 
HK$80,000,000 (equivalent to approximately RMB65,024,000). The principal activities of the Hai Te 
Wei Group and Tong Tai Group are the manufacture and sale of chip type electronic components and 
aluminum electrolytic capacitors in Southern China (as detailed in note (b) below), respectively. During 
the year ended 31 December 2012, Changzhou Huawei also discontinued selling of chip type electronic 
components upon the disposal of Hai Te Wei Group.

The results of the discontinued operations included in the loss for the year are set out below.

2012 2011
RMB’000 RMB’000

Net loss for the year from discontinued operations of 
– Chip type electronic components (2,400) (5,552)
– Aluminum electrolytic capaitors in Southern China (6,789) (1,329)

Gain on disposal of subsidiaries 3,665 –  

(5,524) (6,881)  
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(a) Loss from the chip type electronic components operation

For the years ended 31 December 2012 and 2011

2012 2011
RMB’000 RMB’000

Turnover (Note) 33,856 92,998
Cost of sales (29,760) (85,766)  

Gross profit 4,096 7,232
Other revenue and income 111 149
Distribution costs (411) (573)
Administrative expenses (5,135) (5,478)
Reversal/(allowance) for impairment on trade receivables, net 1,219 (1,339)
Finance costs (2,360) (5,623)  

Loss before taxation (2,480) (5,632)
Attributable income tax credit 80 80  

Net loss for the year (2,400) (5,552)  

Loss before taxation for the year from discontinued operation:
Amortisation of lease prepayments 317 318
Depreciation of property, plant and equipment 4,626 4,725  

Note: Included in the turnover are sales of chip type electronic components to external customers 
by (i) Changzhou Huawei of RMB17,599,000 (2011: RMB56,131,000) and (ii) Hai Te Wei 
Group of RMB16,257,000 (2011: RMB36,867,000).
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(b) Loss from the aluminum electrolytic capacitors operation in Southern China

For the years ended 31 December 2012 and 2011

2012 2011
RMB’000 RMB’000

Turnover 26,081 36,352
Cost of sales (23,707) (29,217)  

Gross profit 2,374 7,135
Other revenue and income 5 5
Distribution costs (1,493) (1,742)
Administrative expenses (7,675) (7,995)
Reversal for impairment on trade receivables, net – 1,268  

Loss before taxation (6,789) (1,329)
Attributable income tax expense – –  

Net loss for the year (6,789) (1,329)  

Loss before taxation for the year from discontinued operation:
Depreciation of property, plant and equipment 2,727 2,559  

(c) An analysis of the cash flows of the discontinued operations:

For the years ended 31 December 2012 and 2011

2012 2011
RMB’000 RMB’000

Chip type electronic components operation:
Net cash outflow from operating activities (23,610) (7,108)
Net cash outflow from investing activities (1,156) (1,372)
Net cash (outflow)/inflow from financing activities (17,186) 14,638  

Net cash (outflow)/inflow (41,952) 6,158  

Aluminum electrolytic capacitors operation in Southern China:
Net cash (outflow)/inflow from operating activities (3,287) 19,282
Net cash outflow from investing activities (1,257) (5,992)
Net cash outflow from financing activities – (4,483)  

Net cash (outflow)/inflow (4,544) 8,807  
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10. DIVIDEND

No dividend was paid or proposed during the year, nor has any dividend been proposed since 31 December 
2012 (2011: Nil).

11. LOSS PER SHARE

The calculation of basic loss per share is based on the loss attributable to owners of the Company of 
RMB119,675,000 (2011 (restated): RMB48,779,000) and the weighted average number of 1,056,125,412 
(2011: 871,926,030) ordinary shares in issue during the year, calculated as follows:

Loss attributable to owners of the Company

2012 2011
RMB’000 RMB’000

(Restated)

From continuing operations 114,151 41,898
From discontinued operations 5,524 6,881  

119,675 48,779  

Weighted average number of shares

2012 2011
Number of 

shares
Number of 

shares

Shares issued at 1 January 1,027,000,000 750,000,000
Effect of shares issued on acquisition of subsidiaries – 113,726,028
Effect of conversion of convertible notes 3,654,181 –
Effect of exercise of unlisted warrants 25,471,231 8,200,002  

Weighted average number of shares in issue 1,056,125,412 871,926,030  

The computation of diluted loss per share does not assume the conversion of the Company’s outstanding 
convertible notes and warrants as their exercise would result in a decrease in loss per share. Therefore, the 

diluted loss per share was the same as the basic loss per share for the years ended 31 December 2012 and 
2011.

12. TRADE AND BILLS RECEIVABLES

2012 2011
RMB’000 RMB’000

Trade receivables 352,621 159,108
Less: Allowance for doubtful debts (20,043) (19,183)  

332,578 139,925
Bills receivables 5,313 28,664  

337,891 168,589  

All of the trade and bills receivables are expected to be recovered within one year.
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(a) Aging analysis

Aging analysis of trade and bills receivables based on the invoiced date as of the end of the 
reporting period is as follows:

2012 2011
RMB’000 RMB’000

0-30 days 98,521 69,897
31-90 days 123,836 49,765
91-180 days 88,536 29,231
181-365 days 23,944 9,253
Over 365 days 23,097 29,626  

357,934 187,772
Less: Allowance for doubtful debts (20,043) (19,183)  

337,891 168,589  

The Group normally grants a credit period of 30 to 180 days to its customers. For the sales of 
aluminum electrolytic capacitors business, because of the industry nature in the PRC, certain 
well-established customers who have strong financial strength, good repayment history and 
creditworthiness, where the terms are extended beyond 180 days. Each customer has a maximum 
credit limit.

(b) Impairment on trade receivables

Impairment losses in respect of trade 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 receivables directly.

The movements in the allowance for doubtful debts during the year are as follows:

2012 2011
RMB’000 RMB’000

At 1 January 19,183 17,582

Reversal of impairment (4,631) (4,322)
Impairment recognised 5,611 5,923

Net charge to profit or loss 980 1,601

Amounts written off as uncollectible (120) –  

At 31 December 20,043 19,183  

As at 31 December 2012, trade receivables of the Group amounted to RMB20,043,000 (2011: 
RMB19,183,000) were individually determined to be impaired and full allowance for impairment 
had been made. These individually impaired receivables were outstanding over 365 days as at 
the end of the reporting period, taking into account of creditworthiness, past payment history 
and subsequent settlement of each customer up to date of approval of the financial statements. 
Accordingly, allowance for doubtful debts of RMB5,611,000 (2011: RMB5,923,000) was 
recognised during the year.

No cash deposit or collateral had been placed by the related trade debtors with the Group (2011: 
Nil).
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(c) Trade and bills receivables that are not impaired

The aging analysis of trade and bills receivables based on the due date that are neither individually 
nor collectively considered to be impaired are as follows:

2012 2011
RMB’000 RMB’000

Neither past due nor impaired 310,894 147,252
1-180 days 23,944 8,455
Over 180 days 3,053 12,882  

337,891 168,589  

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.

13. TRADE AND BILLS PAYABLES

2012 2011
RMB’000 RMB’000

Trade payables 122,662 74,676
Bills payables 60,010 147,680  

182,672 222,356  

All of the trade and bills payables are expected to be settled within one year. Bills payables as at 31 
December 2012 and 2011 were secured by restricted bank deposits (note (14)(b)).

Aging analysis of trade payables based on the invoice date and bills payables based on the issuance date of 
relevant bills as of the end of the reporting period is as follows:

2012 2011
RMB’000 RMB’000

0-30 days 21,862 27,863
31-90 days 118,383 97,360
91-365 days 42,293 96,197
Over 365 days 134 936  

182,672 222,356  

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.
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14. BANK LOANS

At 31 December 2012, the bank loans of the Group were secured as follows:

2012 2011
RMB’000 RMB’000

Bank loans
– Secured (note (a)) 70,148 45,000
– Unsecured (note (b)) 215,155 178,963  

285,303 223,963  

Notes:

(a) At 31 December 2012, bank loans of RMB70,148,000 (2011: RMB45,000,000) were secured on the 
properties of a related company and a guarantee provided by that related company. The bank loans 
bear interest at rates ranging from 6.16% to 7.216% (2011: 6.12% to 6.88%) per annum.

(b) At 31 December 2012, the Group’s unsecured bank loans of RMB215,155,000 (2011: 
RMB178,963,000) were guaranteed by one subsidiary, Huawei Capacitors and guarantees provided 
by Mr. Yan Qixu and Ms Xiang Xiaoqin, directors of this subsidiary.

15. PROMISSORY NOTES PAYABLE

2012 2011
RMB’000 RMB’000

Promissory notes payable to:
– Action Victory Limited – 7,372
– Sandtac Limited – 7,074
– Pride Energy Enterprises Limited – 25,259
– Supreme Creation Limited – 7,067
– Yorken Group Limited (note) 15,145 14,012  

15,145 60,784  

Analysed as:
Current 15,145 534
Non-current – 60,250  

15,145 60,784  
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Note:

On 30 November 2011, the Group issued promissory note with a principal value of HK$20,000,000 as 
part of the consideration for the acquisition 100% equity interest in Starry View Investments Limited and 
Mega Wide Investments Limited. The promissory note is unsecured, with interest rate 1% per annum and 
repayable on 29 November 2013. The fair value of promissory note was determined at HK$17,147,000 
on 30 November 2011 by reference to the valuation performed by an independent firm of professional 
valuers, Peak Vision Appraisal Limited (“Peak Vision”). The effective interest rate is 9.11% per annum. 
The promissory note is carried at amortised cost basis.

Movements of the promissory note for the two years ended 31 December 2011 and 2012 are as follows:

RMB’000

Issue on acquisition of subsidiaries 14,055
Imputed interest charged 121
Exchange adjustments (164) 

At 31 December 2011 and 1 January 2012 14,012
Imputed interest charged 1,288
Exchange adjustments (155) 

At 31 December 2012 15,145 

16. CONVERTIBLE NOTES

On 25 May 2011, the Company issued RMB84,000,000 10% coupon rate convertible notes with principal 
amount of RMB84,000,000. The convertible notes are convertible at the option of the note holder into 
ordinary shares of the Company on or before 25 May 2013 at a conversion price of HK$1.95 per share 
(subject to adjustments). If the convertible right is not exercised by the note holder, the convertible note 
will be redeemed on 24 May 2013 at the principle amount together with interest accrued on that date. 
Interest will be paid annually with the interest payment date falling on 24 May 2012 and 2013. The 
interest accrued up to 31 December 2011 was classified as current liabilities as at 31 December 2011. The 
convertible notes are unsecured.

The convertible notes contain two components, liability component and embedded derivative. The 
conversion option of the convertible notes will not result in settlement by the exchange of a fixed amount 
of cash for a fixed number of equity instrument i.e. ordinary shares of the Company. The embedded option 
is therefore separated from the host contract and accounted for as embedded derivative carried at fair 
value through profit or loss. The fair value of the conversion option derivative was determined by Norton 
Appraisal Limited, an independent firm of professional valuers, upon issuance, and are carried as financial 
liabilities which are measured at fair value, with changes in fair value recognised in profit or loss. The 
effective interest rate of the liability component is 36.53% per annum. The liability component is carried 
at amortised cost basis.

During the year ended 31 December 2012, convertible notes with principal amounts of RMB12,000,000 
were converted into 7,678,000 ordinary shares of HK$0.01 each of the Company at the conversion price of 
HK$1.95.
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On 2 November 2012, the Company and holder of the entire outstanding convertible notes with the 
principal amount of RMB72,000,000 entered into an agreement pursuant to which, on 7 December 2012, 
all the outstanding convertible notes were extinguished at the consideration settled by the Company’s 
issue of new bonds of 8% coupon rate with principal amount of RMB72,000,000 (“Bonds”), 89 “Tranche 
1 Warrants” which entitle their holders to subscribe for 29,666,637 ordinary shares of HK$0.01 each of 
the Company at an exercise price of HK$3.00 per share and 88 “Tranche 2 Warrants” which entitle their 
holders to subscribe for 45,128,248 ordinary shares of HK$0.01 of the Company at an exercise price 
of HK$1.95 per share. At 7 December 2012, the fair value of the Bonds of RMB60,322,000, Tranche 
1 Warrants of HK$40,139,000 (equivalent to approximately RMB32,281,000) and Tranche 2 Warrants 
of HK$62,392,000 (equivalent to approximately RMB50,139,000) were determined by an independent 
valuer, Peak Vision. Loss on extinguishment of convertible notes of RMB39,014,000 (2011: Nil) was 
recognised in the profit or loss for the year ended 31 December 2012.

The movement of the liability component and embedded derivative of the convertible notes for the year is 
set out as follows:

Embedded 
derivative

Liability 
component Total

RMB’000 RMB’000 RMB’000

At 1 January 2011 – – –
Issue of convertible notes 28,316 55,684 84,000
Imputed interest charged to profit or loss – 12,317 12,317
Change in fair value 33,577 – 33,577   

At 31 December 2011 and 1 January 2012 61,893 68,001 129,894
Conversion into new ordinary shares (8,116) (10,581) (18,697)
Imputed interest charged to profit or loss – 20,018 20,018
Change in fair value (11,932) – (11,932)
Repayment of interest – (15,555) (15,555)   

Carrying amount of convertible notes immediately 
before extinguishment 41,845 61,883 103,728  

Fair value of financial instruments at issue date, for 
early extinguishment of convertible notes:
– Bonds (note (17)) (60,322)

– Tranche 1 and Tranche 2 Warrants (82,420)
Loss on extinguishment 39,014 

At 31 December – 

The fair values of the embedded derivatives of convertible notes at date of extinguishment on 7 December 
2012 and 31 December 2011 were determined by using an option pricing binomial model. The inputs into 
the model were as follows:

At 7/12/2012 At 31/12/2011

Share price HK$2.90 HK$2.97
Conversion price HK$1.95 HK$1.95
Option life 0.46 years 1.4 years
Risk-free rate 2.80% 2.75%
Expected volatility 10.64% 55.78%
Expected dividend yield Nil Nil
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17. BONDS PAYABLE

The unlisted bonds with principal amount of RMB72,000,000, which were issued on 7 December 2012 
as part of the consideration for the extinguishment of convertible notes as referred to in note 16, are 
unsecured, bearing interest at the rate of coupon 8% per annum payable annually and will mature on 6 
December 2017. The bonds are carried at amortised cost using the effective interest rate at 18.68% per 
annum. 

The bondholder is granted with a put option (“Put Option”), upon serving a written notice by the 
bondholder to the Company to exercise the Put Option in accordance with the bond instrument, to require 
the Company to redeem the bonds in whole or in part at the principal amount, together with any accrued 
and unpaid interest in cash. The Put Option notice shall only be exercised by the bondholder at the date 
on the 24th or 36th or 48th calendar month of the issue date as stipulated in the bond instrument. In 
accordance with the bond instrument, the Company has a call option (“Call Option”) to redeem the bonds 
in whole or in part at the principal amount, together with any accrued and unpaid interest thereon, at the 
date on the 24th or 36th or 48th calendar month of the issue date. Put Option and Call Option are not 
closely related to the host liability and is measured at fair value at the end of each reporting period with 
changes in fair value recognised in profit or loss. In the opinion of the directors of the Company, based 
on the professional valuation conducted by Peak Vision, the fair value of the Put Option (as an derivative 
financial liability at fair value through profit or loss) less Call Option (as a derivative financial asset at 
fair value through profit or loss), amounted to RMB11,995,000 at the issue date and RMB9,304,000 at 31 
December 2012.

The movements of the liability and derivatives components of the bonds during the year are set out below:

Embedded
derivatives

at fair value
through 

profit or loss

Liability
 component

at amortised
cost basis Total

RMB’000 RMB’000 RMB’000

At 7 December 2012
Issued upon extinguishment of 

convertible notes (Note 16) 11,995 48,327 60,322
Interest charged to profit or loss – 712 712
Change in fair value (2,691) – (2,691)   

At 31 December 2012 9,304 49,039 58,343   

As non-current liabilities 9,304 48,327 57,631
As current liabilities – 712 712   

9,304 49,039 58,343   

18. LOAN FROM A FORMER DIRECTOR

Loan from a former director of the Company, Mr. Yan Qixu, who is also a director of subsidiaries which 
are engaged in manufacture and sale of aluminum electrolytic capacitors, is unsecured, interest-free 
and repayable on 31 January 2014. On 31 December 2012, Mr. Yan Qixu has provided into a letter of 
undertaking to the Company such that Mr. Yan has agreed to further extend the repayment date from 31 
January 2013 to 31 January 2014.
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19. FINALISATION OF INITIAL ACCOUNTING FOR PRIOR YEAR’S BUSINESS COMBINATION

Acquisition of Shine Link Technology Limited – 2011

On 5 July 2011, the Group completed the acquisition 100% equity interest of Shine Link Technology 
Limited (“Shine Link”) from Sandtac Limited, an independent third party (“Sandtac”), Shine Link owns 
70% equity interest in U Young Technology Holdings Limited which in turn holds100% equity interest 
in 尤陽(廈門)光電科技有限公司(collectively, “Shine Link Group”), which are engaged in the research 
and production of semi-conductor parts and accessories of lamps, and manufacturing, assembling and 
processing of LED lighting in the PRC.

Fair value of consideration transferred
Cash consideration paid 33,256
Promissory note issued 13,873
80,000,000 consideration shares at HK$1.96 each 130,411 

Total consideration paid 177,540 

Notes:

(i) The consideration was satisfied by HK$40,000,000 (equivalent to approximately RMB33,256,000) 
in cash, 80,000,000 consideration shares at HK$1.96 per share, which was the closing market price 
of the share of the Company at the date of acquisition and promissory note (with principal value 
of HK$20,000,000) at fair value of HK$16,680,000 at the issue date when the acquisition was 
completed.

(ii) During the current year ended 31 December 2012, the Group completed its assessment on the 
business combination in 2011 and finalised the accounting at the acquisition date. At 31 December 
2011, initial accounting was used for the business combination because the management was still 
evaluating all the factors and circumstances in respect of Shine Link Group that existed at the 
acquisition date. Based on an independent professional valuation conducted by Peak Vision, a 
firm of independent professional valuers which has the experience and qualification in the similar 
intangible assets, the customer relationships were determined to be RMB156,600,000 at the 
acquisition date on 5 July 2011.

(iii) Under the terms of the sale and purchase agreement dated 20 June 2011 and as part of the 
transaction, Sandtac has provided a profit guarantee to the Group that the actual profit before 
tax of Shine Link Group for the period from 6 July 2011 to 5 July 2012 shall not be less than 
RMB30,000,000, failing which, the Vendor shall pay a compensation, as a contingent negative 
consideration secured by 30,000,000 consideration shares of the Company issued as referred to note 
(i) above, to the Group at the stipulated pre-agreed formula at the acquisition date. Upon finalisation 
the accounting for the business combination during the current year ended 31 December 2012, 
the fair value of the profit guarantee receivable, as a contingent consideration, was determined 
to be RMB21,514,000, because the profit of the Shine Link Group did not meet the guaranteed 
amount under the sale and purchase agreement, and accordingly the Group was entitled to receive 
the compensation from Sandtac for the shortfall of RMB21,514,000 which has been recognised as 
contingent negative consideration receivable under the profit guarantee clause and adjustment has 
been made retrospectively to adjust the amount of goodwill recognised at the date of acquisition as 
referred to in note (vii) below.

(iv) Shine Link Group had no significant contribution to the Group’s results for the period after the date 
of acquisition to 31 December 2011.

(v) Acquisition-related costs of RMB167,000 were included in administrative expenses in the 
consolidated income statement for the year ended 31 December 2011.
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(vi) Upon finalisation of accounting for the business combination during the current year ended 
31 December 2012, at the acquisition date on 5 July 2011, goodwill was determined to be 
RMB66,071,000 after the retrospective adjustment for the fair value of the contingent negative 
consideration receivable of RMB21,514,000 under the profit guarantee clause as referred to in note 
(iii) above. Goodwill was mainly attributable to the expected future profitability of Shine Link 
Group and synergies with then existing LED related business of the Group at the acquisition date.

(vii) Finalisation of accounting for the business combination was summarised as follows:

Amounts 
previously 

recognised on 
provisional 

basis at 
the date of 
acquisition

Retrospective 
adjustments 

on finalisation 
of business 

combination Restated
RMB’000 RMB’000 RMB’000

Fair value of net assets acquired:
Property, plant and equipment 2,447 – 2,447
Other intangible assets-customer relationship 156,600 – 156,600
Other receivables and prepayments 522 – 522
Cash in banks 8,016 – 8,016
Tax recoverable 223 – 223
Other payables (186) – (186)
Deferred tax liabilities (39,192) – (39,192)   

Total identified net assets 128,430 – 128,430
Non-controlling interests (38,475) – (38,475)
Fair value of contingent negative consideration 

receivable under profit guarantee clause (note 
(iii) above) – 21,514 21,514

Goodwill 87,585 (21,514) 66,071   

177,540 – 177,540   

Fair value of consideration transferred
Cash consideration paid 33,256 – 33,256
Promissory note issued 13,873 – 13,873
80,000,000 consideration shares at HK$1.96 each 130,411 – 130,411   

Total consideration paid 177,540 – 177,540   

20. EVENTS AFTER THE REPORTING PERIOD

On 8 March 2013, the Company issued 1,000,000 ordinary shares upon exercise of 1,000,000 unlisted 
warrants by a warrant holder at a subscription price of HK$1.82 per share.
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BUSINESS REVIEW

To capitalise on the strengthening international campaigns for environmental protection, 
the Group was transforming its business to LED (light-emitting diode) lighting products 
manufacturing and the provision of LED lighting solutions in 2012, and made good progress.

The new business of LED lighting was gaining momentum in development and posted a 
substantial growth, driving up the Group’s turnover by 119.1% to approximately RMB619.2 
million for the year ended 31 December 2012. The LED lighting segment’s turnover from 
continuing operations rose by 12.9 times to approximately RMB303.6 million in 2012 (2011: 
approximately RMB21.9 million). LED lighting segment’s adjusted EBITDA increased by 
87.7% to approximately RMB71.8 million (2011: approximately RMB38.3 million). The 
effect of the business transformation to the LED lighting production and sales became more 
noticeable in 2012 and is expected to become the Group’s profit driver in 2013.

In a push to expand the business overseas and build up the “LEDUS” brand, the Group’s 
subsidiary in Spain, Tecdoa Energy, which the Company acquired in 2011, won a tender for 
the installation and maintenance of public lighting from the Town of Tarancon, Spain, jointly 
with Indra Sistemas, S.A. in October 2012.

We believe the Group’s LED business has bright prospects because the global environmental 
movements are gaining momentum, and, at home, the Chinese government is enacting more 
policies to foster the development of environmental industries. Environmental-friendly and 
energy-saving businesses are gaining more and more recognition. In 2012, the Group’s LED 
lighting segment performed satisfactorily despite the tough economic conditions. The LED 
lighting business, which can sell to a wide client base ranging from corporations to households 
because it encompasses a wide section of the value chain, will serve as a new source of 
income and protects the Group from volatility of business of a single product.

In order to improve the returns to its shareholders, the Group was scaling down the business 
of manufacturing and selling aluminum electrolytic capacitors and chip type electronic 
components which had been making a loss. Accordingly, the Group disposed of the Hai Te 
Wei Group and the Tong Tai Group by the end of 2012. It will continue to scale down the 
business segment of aluminum electrolytic capacitor and focus on the LED lighting business 
segment, which has brighter prospects.

Looking ahead, the Group is optimistic about its future in 2013 despite the challenges ahead. 
It will continue with its efforts in developing new products and technology, with emphasis 
on quality control, cost competitiveness and technology improvement. The Group will also 
develop global sales distribution channels for its products under its own brand “LEDUS”. In 
2013, the Group plans to enter into the wholesale and retail markets and “LEDUS” products 
are expected to be sold in large chain shops in Hong Kong. With the successfully bidding the 
tender in the city of Tarancon, the Group will keep on exploring opportunities to open up the 
European markets with energy efficiency projects. There are several cities in Spain where we 
are working with and the Group expects more tenders would be awarded. As environmental 
protection has become a global trend, the Group is positive about the outlook of the industry 
of LED lighting and its related products. It expects the LED lighting business to become its 
major income source in the future. We will continue to seek every opportunity in the rapidly 
growing LED lighting industry to create value for the shareholders.
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FINANCIAL REVIEW

The consolidated financial information in 2012 includes only the result of the continuing 
operations of the Group. To facilitate comparison with the result of continuing operations in 
2012, the 2011 comparative is restated to exclude the result of the discontinued operations 
which will be separately discussed under the heading “Loss from discontinued operations”.

For the year ended 31 December 2012, the Group recorded a turnover from continuing 
operations of approximately RMB619.2 million (2011 (restated): approximately RMB282.6 
million), representing an increase of approximately 1.2 times. The increase in turnover was 
mainly due to the contribution attributed by LED lighting business, which recorded a total 
turnover of approximately RMB303.6 million.

The Group’s turnover from continuing operations by products is shown in the following table:

2012 2011
RMB’000 % RMB’000 %

(restated) (restated)

Aluminum electrolytic capacitors 315,541 51.0 260,774 92.3
LED lighting 303,629 49.0 21,857 7.7    

Total 619,170 100.0 282,631 100.0    

Sales of LED lighting products and accessories contributed approximately RMB303.6 million 
sales in 2012 (2011: approximately RMB21.9 million), representing an increase approximately 
by 12.9 times. This is primarily due to the full year contribution from the subsidiaries which 
were acquired in 2011.

Sales of aluminum electrolytic capacitors contributed approximately RMB315.5 million 
in 2012 (2011 (restated): approximately RMB260.8 million), representing an increase 
approximately 21%. This is mainly attributed to the commencement of commercial production 
in the Group’s Sichuan plant, which is specialised in the production of a raw material 
component, aluminum foil. External sales generated by this new production plant amounted to 
approximately RMB37.4 million in 2012.

Reportable segment adjusted EBITDA, represents “earnings/(loss) before interest, tax, 
depreciation and amortisation”, is used as one of the measures for reportable segment profit 
or loss since year 2012, which does not take into account of non-operating factors such as the 
finance costs, non-cash expenses and non-recurring expenses, can reflect the performance of 
each segment from its operating activities. The EBITDA of the LED lighting segment for the 
year ended 31 December 2012 was approximately RMB71.8 million (2011: approximately 
RMB38.3 million) where the EBITDA of the aluminum electrolytic capacitors segment was 
approximately RMB0.3 million (2011(restated): approximately RMB45.0 million).
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The consolidated loss before taxation of the Group for the year ended 31 December 2012 was 
approximately RMB125.3 million (2011 (restated): approximately RMB48.7 million). The 
substantial consolidated loss was primarily attributable to the (i) a substantial loss recorded 
in aluminum electrolytic capacitors segment of approximately RMB63.0 million (2011 
(restated): profit of approximately RMB15.5 million); (ii) write-down of obsolete and slow 
moving inventories of approximately RMB22.0 million relating to the aluminum electrolytic 
capacitors segment (2011: nil) and non-cash items of (i) amortisation of other intangibles assets 
of approximately RMB71.4 million (2011: approximately RMB42.2 million); (ii) a fair value 
gain on embedded derivative of convertible notes of approximately RMB11.9 million (2011:  
loss of approximately RMB33.6 million); (iii) a loss on extinguishment of convertible notes 
to bonds of approximately RMB39.0 million (2011: nil); (iv) a loss of early redemption of 
promissory notes of approximately RMB5.6 million (2011: approximately RMB2.6 million).

Distribution costs, administrative expenses and other operating expenses of the Group’s 
continuing operations for the year ended 31 December 2012 were approximately RMB15.6 
million (2011 (restated): approximately RMB9.0 million), RMB60.3 million (2011 (restated): 
approximately RMB43.6 million) and RMB0.1 million (2011 (restated): approximately 
RMB1.9 million) respectively.

Gross profit margin

Even the gross profit margin of LED lightings business was approximately 29.6% (2011: 
approximately 29.4%), the Group’s gross profit margin from continuing operations for the 
year ended 31 December 2012 was narrowed to approximately 17.4% (2011: (restated) 
approximately 23.5%). This was mainly attributed to the significant reduction in the gross 
profit margin of the overall aluminum electrolytic capacitors business to approximately 5.6% 
for the year ended 31 December 2012 (2011: (restated) approximately 23.0%).

Finance costs

For the year ended 31 December 2012, finance costs of the Group’s continuing operations 
were approximately RMB42.6 million (2011: (restated) approximately RMB27.7 million), 
which represents an increase of approximately 53.8%. This was mainly because full year 
interests of convertible notes was recorded in 2012.

Loss from discontinued operations

During the year ended 31 December 2012, the chip type electronic components segment and 
aluminum electrolytic capacitors segment in the Southern China were disposed. The net loss 
from these discontinued operations was approximately RMB5.5 million for the year ended 31 
December 2012 (2011: (restated) approximately RMB6.9 million), which has decreased by 
approximately 20.3%.
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Dividend

The Board did not recommend the payment of a final dividend for the year ended 31 
December 2012.

Liquidity and Financial resources

As at 31 December 2012, the Group had current assets of approximately RMB647.6 million 
(2011 (restated): approximately RMB611.2 million) and current liabilities of approximately 
RMB609.0 million (2011 (restated): approximately RMB562.9 million). The current ratio of 
the Group as at 31 December 2012 was approximately 1.1 (2011 (restated): approximately 1.1) 
where fluctuation was insignificant.

As at 31 December 2012, the Group had cash and cash equivalents of approximately RMB65.1 
million (2011: approximately RMB30.4 million), wholly representing cash at banks and 
in hand. Total bank loans were approximately RMB285.3 million (2011: approximately 
RMB224.0 million), all of which were short term borrowings. As at 31 December 2012, 
majority of the Group’s bank loans were subject to fixed interest rates and were denominated 
in RMB. As at 31 December 2012, the loan from a former director, the promissory notes, and 
the bonds were approximately RMB96.2 million (2011: approximately RMB162.1 million), 
approximately RMB15.1 million (2011: approximately RMB60.8 million), and approximately 
RMB58.3 million (2011: nil), respectively. The repayment date of the loan from a former 
director has been extended to 31 January 2014. The remaining promissory note is repayable 
on 30 November 2013. The bond is redeemable only on the 24th month, 36th month, 48th 
month and finally with the maturity on the 5th anniversary after the bond issue date, namely 6 
December 2017. As at 31 December 2012, there is no balance from the convertibles note (2011: 
approximately RMB129.9 million).

As at 31 December 2012, the gearing ratio (calculated by dividing total borrowings less 
cash and cash equivalent over total equity) of the Group was 39.4 (2011 (restated): 58.6). 
The decrease in gearing ratio as at 31 December 2012 was principally attributable to the 
decrease in borrowings of the Group by partial repayment of loan from a former director and 
promissory notes and extinguishment of convertible notes to bonds during the year 2012.

Exchange risk exposure and Contingent liabilities

The Group’s sales were principally denominated in RMB, Hong Kong Dollars and US Dollars, 
with the majority denominated in RMB. This may expose the Group to foreign currency 
exchange risks. The Group had not adopted formal hedging policies and no instruments had 
been applied for foreign currency hedging purposes during the year under review. However, 
in view of the continuing upward appreciation of RMB against Hong Kong Dollar and US 
Dollars, the Group will adopt all applicable financial instruments to hedge against currency 
risks whenever necessary.

As at 31 December 2012, the Group had no contingent liabilities.
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Capital commitment

As at 31 December 2012, the capital commitments contracted but not provided for in respect 
of the purchase of property, plant and equipment and other non-current assets and injection of 
capital in a subsidiary were approximately RMB8.1 million (2011: approximately RMB31.9 
million) and none (2011: approximately RMB8.3 million) respectively. There was no 
outstanding capital commitments authorised but not provided for in respect of property, plant 
and equipment as at 31 December 2012 (2011: approximately RMB8.3 million).

Employee information

As at 31 December 2012, the Group had over 1,541 employees the majority of whom stationed 
in the PRC. Total employee remuneration for the year amounted to approximately RMB62.9 
million (2011 (restated): approximately RMB64.7 million). The Group adopts a competitive 
remuneration package for its employees. Promotion and salary increments are assessed based 
on a performance related basis. Share options may also be granted to staff with reference to 
individual’s performance.

CHARGE ON ASSETS

As at 31 December 2012, restricted bank deposits of approximately RMB42.5 million (2011: 
approximately RMB67.7 million), property, plant and equipment with a carrying amount 
of approximately RMB31.2 million (2011: approximately RMB12.8 million) and lease 
prepayments with a carrying amount of nil (2011: approximately RMB2.6 million) were 
pledged to secure banking facilities granted to the Group.

MATERIAL ACQUISITIONS AND DISPOSAL OF SUBSIDIARIES AND ASSOCIATED 
COMPANIES

On 14 December 2012, Huawei Group Holdings Limited (“Huawei Holdings”), a wholly-
owned subsidiary of the Company, as vendor entered into a disposal agreement with Grand 
Vista Management Limited as the purchaser and Mr. Liu Li Zhong as the guarantor. Pursuant 
to the disposal agreement, Huawei Holdings has conditionally agreed to sell, and the purchaser 
has conditional agreed to acquire, the entire equity interests in Hai Te Wei Company Limited 
(“Hai Te Wei”, together with its subsidiaries collectively “Hai Te Wei Group”) and Tong 
Tai Company Limited (“Tong Tai”, together with its subsidiaries collectively “Tong Tai 
Group”) at the consideration of HK$80,000,000. Both Hai Te Wei and Tong Tai are wholly-
owned subsidiaries of Huawei Holdings. Huawei Holdings and the purchaser also mutually 
agreed to irrevocably and unconditionally waive (a) all the outstanding non-trade receivables 
respectively due by the Hai Te Wei Group and the Tong Tai Group to the remaining Group 
companies as at the date of completion; and (b) the unpaid dividends respectively declared 
by Hai Te Wei and Tong Tai owing by the Hai Te Wei Group and the Tong Tai Group to 
the remaining Group companies as at the date of completion by way of the Deed of Waiver. 
The disposal was completed on 18 December 2012. Details of which were disclosed on the 
announcements of the Company dated 14 December 2012 and 18 December 2012 respectively.

Save as disclosed above, during the year ended 31 December 2012, there was no material 
acquisition and disposal of subsidiaries and associated company by the Group.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

For the year ended 31 December 2012, neither the Company nor its subsidiaries had 
purchased, sold or redeemed any of the Company’s listed shares.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions of the Code on Corporate Governance 
Practices (effective until 31 March 2012) and the revised version of it (effective from 1 April 
2012) set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited (the “Listing Rules”) (the “Revised CG Code”) throughout 
the year ended 31 December 2012, save that:–

(1) Under code provision A.2.1 of the Revised CG Code, the roles of chairman and chief 
executive officer should be separate and should not be performed by the same individual. 
The Company does not have any officer with the title of “chief executive officer”. This 
deviates from the code provision A.2.1.

 Mr. Li Wing Sang, who acted as the chairman of the Company during the year ended 31 
December 2012, is also responsible for overseeing the general operations of the Group. 
The Board will meet regularly to consider major matters affecting the operations of the 
Company. The Board considers that this structure will not impair the balance of power 
and authority between the Board and the management of the Company. The roles of the 
respective executive Directors and senior management who are in charge of different 
functions complement the role of the chairman and chief executive officer. The Board 
believes that this structure is conducive to strong and consistent leadership which 
enables the Group to operate efficiently.

 The Company understands the importance to comply with the code provision A.2.1 
and will continue to consider the feasibility to comply. If compliance is determined, 
appropriate persons will be nominated to assume the different roles of chairman and 
chief executive officer.

(2) In respect of the code provision A.6.7 of the Revised CG Code, Mr. Lau Wan Cheung, 
an independent non-executive director, was unable to attend the annual general meeting 
of the Company held on 18 May 2012 as he had other engagements in the PRC.

Model code set out in Appendix 10 to the Listing Rules

The Company has adopted the Model Code for Securities Transactions by Directors of Listed 
Issuers (the “Model Code”) set out in Appendix 10 of the Listing Rules as its own code of 
conduct regarding directors; securities transaction. The Company has also adopted the Model 
Code for the relevant employees.

Having made specific enquiry of all Directors by the Company, all Directors confirmed that 
they had complied with the Model Code of the Company during the year ended 31 December 
2012. Moreover, no incident of non-compliance of the Model Code by the relevant employees 
was noted by the Company.
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AUDIT COMMITTEE

The members of the Audit Committee consist of three independent non-executive Directors, 
namely Mr. Tam Tak Wah, Mr. Lau Wan Cheung and Mr. Ng Wai Hung. Mr. Tam Tak Wah, 
who possesses a professional accounting qualification and relevant accounting experience, 
is the Chairman of the Audit Committee. The primary duties of the Audit Committee are to 
review and supervise the financial reporting process and internal control procedures of the 
Group.

The Group’s final results for the year ended 31 December 2012 and this announcement have 
been reviewed by the Audit Committee before submission to the Board for approval.

PUBLICATION OF ANNUAL REPORT

The 2012 annual report of the Group will be despatched to shareholders of the Company 
and published on the websites of the Stock Exchange (www.hkex.com.hk) and the Company 
(www.techprotd.com) respectively in due course.

By order of the Board
Tech Pro Technology Development Limited

Li Wing Sang
Chairman

Hong Kong, 25 March 2013

As at the date of this announcement, the executive Directors are Mr. Li Wing Sang, Mr. Liu 
Xinsheng and Mr. Chiu Chi Hong; the independent non-executive Directors are Mr. Lau Wan 
Cheung, Mr. Ng Wai Hung and Mr. Tam Tak Wah.


