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CHAIRMAN´S STATEMENT

BUSINESS REVIEW

In 2008, Centron Telecom International Holding Limited (the “Company”) and its subsidiaries (collectively referred to

as the “Group”) has further solidified its market position and prepared itself for future growth by investing in product

development, infrastructure and sales network. The macro-economic environment in which the Group operates had

undergone a major change with challenges resulted from the restructuring of China’s telecommunications industry, the

global financial crisis and China’s move to stimulate domestic consumption.

At the end of 2008, the Group’s major customers including the major telecom operators implemented their

restructuring plan which started in 2007. As a result, network expansion by these telecom operators slowed down

during the period of restructuring. However, all the telecom operators have also finalised their 3G testing and roll-out

plan in 2008 together with major build-out plans for the next several years. We believe China’s telecom industry will

enter into a new growth phase starting with the ambitious 3G networks in the next several years. The Group has made

a strategic decision to make the necessary investments in 2008 and 2009 so that the Group will be best positioned to

take advantage of the growth in the 3G and telecom industry.

The Group recognises three key competitive advantages, which are advanced products, quality service and effective

cost control. We have made significant improvements in each of these areas in 2008.

Firstly, the Group invested around RMB30 million to develop new products for all 3G network standards including TD-

SCDMA, WCDMA and CDMA2000. As a result, the Group now has a full range of 3G products that can satisfy the

requirements of all telecom operators. We believe our expanded product line will increase the contribution of 3G

revenue to our total revenue and improve our profit margin in the future.

Secondly, the Group expanded the sales and service network nationwide with a focus on the eastern coastal region.

The Group is better positioned to capture the 3G business as well as the emerging Digital Terrestrial Television

Broadcasting (“DTTB”) business which has higher requirement in sales and services network.

Thirdly, the Group continued to expand in overseas markets with export sales reaching more overseas markets and

export revenue has increased by 114% compared with last year’s export sales. The Group has selectively expanded the

overseas sales and services network to capitalise on the growth of the target markets. The Group continues to

implement the strategy of profitable expansion into overseas market given the global economic condition.

Fourthly, the Group has successfully established its leadership position in the DTTB in 2008. The Group has not only

developed a good reputation in the market for its products and sales network, but also has geared for future growth by

acquiring a 62.2% equity interest in a DTTB technology company. The Group believes that it has laid a solid

foundation to capture the growth in this market.

Lastly, the Group completed the new facility in Quanzhou with state-of-art equipment and additional production

capacity in 2008. We believe that the investment in the facility and equipment will enable us to expand our businesses

and provide the best quality products to our customers. To improve cost control, the Group has also invested in office

automation and an Enterprise Resource Planning (ERP) system.

In summary, in a year of challenge, the Group has taken advantages of its financial strength to invest for the future in

product expansion, market expansion and capacity expansion.
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CHAIRMAN´S STATEMENT

BUSINESS OUTLOOK

The macroeconomic environment will continue to be challenging in 2009, however the Group is confident that the

China’s telecom industry will start to resume its growth due to the implementation of 3G networks and the

government’s stimulus efforts for domestic consumption.

3G build-out will be a driving force behind the growth of China’s telecom industry in the next five years. According to

the forecast of Ministry of Industry and Information Technology of the People’s Republic of China (MII), the Chinese

telecom operators are expected to invest over RMB170 billion in 3G networks in 2009, of which RMB120 billion has

started or in the process of starting while total investment expected by all three major telecom operators will exceed

RMB400 billion from 2009 to 2011. The Group expects to compete effectively in the 3G projects by providing a full

range of products, extensive service coverage and best technical solutions for the telecom operators. The Group will

continue to invest in research and development for 3G products to meet the requirements of different 3G networks. In

2009, the Group will start the marketing and sale of three major product lines developed in 2008: wireless coverage

products and services, wireless transmission products and services and wireless interconnection products and

services. The Group expects 3G revenue to increase as a percentage of total revenue.

With nationwide implementation of the wireless digital television networks in China, the Group expects the DTTB

market will continue to grow rapidly. The Group will leverage on its leading position in the industry, focus on major

markets and further develop new products to meet the increasing demand.

The Group will also continue to expand its overseas market by focusing on the Southeast Asia region with prudent risk

control given the global economic conditions.

In 2009, we will face changes and challenges, but we expect to also see opportunities that can benefit our Group. I am

confident that the Group will continue to execute its business and expansion strategies and take full advantages of the

impending recovery and create long term value for our shareholders and employees.

APPRECIATION

On behalf of the Board of Directors, I would like to take this opportunity to extend our sincere gratitude to the

shareholders, clients and suppliers for their long term support of the Group. I also express our gratitude to the

management team and all staff for their dedication and contribution in the past year.

Dai Guoliang

Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS

14. EMPLOYEES

As at 31 December 2008, the Group had over 1,000 full-time employees. Salaries and wages are generally

reviewed on an annual basis in accordance with individual qualifications and performance, the Group’s results

and market conditions. The Group provides discretionary bonus, medical insurance, provident fund, educational

subsidy and training to its employees. On 3 June 2007, the Company adopted a share option scheme under

which the Company may grant options to the employees of the Group to subscribe for the shares of the Company.

Since the adoption of the share option scheme, no share option has been granted by the Company.

15. DIVIDENDS

The Board does not recommend the payment of any final dividend in consideration of the Group’s optimised use

of capital for the expected 3G development. However, the Board will consider the payment of interim dividend in

2009.

16. PROSPECTS

(1) Analysis based on objective facts

In spite of the impact of the global financial crisis on the overall economy, the industrial mobile

telecommunication and digital TV network system integration business of the Group progressed well. In view

of the financial crisis, the PRC government adopted a series of measures to stimulate the market. The

mobile telecommunication and digital TV industries in which the Group operates are included in the ten

industries which will receive great support and investment from the government. At present, 3G licenses

have been granted to the three largest mobile telecommunication operators in China, and the construction

of 3G networks is under progress. The Group was selected as a supplier in the national group purchase

made by the three largest telecommunication operators for most provinces and cities. Currently, the Group’s

equipment manufacturing operations and installation operations are at their peak and carries out orderly. In

addition, owing to the preparation and preliminary construction works in the previous two years, a

construction upsurge of mobile digital TV will occur in 2009 in China. Thanks to the China Mobile

Multimedia Broadcasting (“CMMB”) handset TV network roaming across the country, the urban mobile TV

program in various provinces and cities and the program to extend TV coverage to every village, there will

be considerable demand for the products and system integration service of the Group in 2009.
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MANAGEMENT DISCUSSION AND ANALYSIS

(2) The Group has the following advantages from an internal perspective

(2.1) A number of new technologies and products developed by the Group during the year will play a

significant role in the new round of 3G network and digital TV network construction. These new

products are more competitive due to their technical advancement and lower cost. Furthermore, the

Group has a significant leading edge over its competitors in the mobile telecommunication network

system integration industry in terms of digital TV network system integration.

(2.2) A number of new products developed by the Group during the year such as broadband SCDMA,

microwave point-to-point teletransmission equipment, high-power TV-transmitter and Interference

Cancellation System (ICS) anti-isolation technology will all benefit the Group in the development of

new businesses with fewer competitions.

(2.3) Through further internal reform and increase of investment during this year, the Group established a

marketing system and evaluation mechanism adaptable to the market; established a modern logistics

distribution system; purchased many advanced manufacturing equipment and instruments, and

enhanced its ability to meet the requirements of telecommunication operators for equipment and

services, the Group completed the microwave module processing center, which will satisfy market

demand to a large extent and reduce production cost significantly.

CONCLUSION

The industry in which the Group operates is under a stage of rapid development. As a result, the internal reforms

conducted by the Group and its efforts made in new product development and market exploration will bring a

significant growth in the results of the Group in 2009 as compared with 2008. In this regard, the Board is full of

confidence.
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DIRECTORS AND SENIOR MANAGEMENT

CHAIRMAN AND EXECUTIVE DIRECTOR

Dai Guoliang, aged 47, the Chairman and an executive director. Mr. Dai founded 福建先創電子有限公司 (Centron

Communications Technologies Fujian Co., Ltd.) (“Fujian Centron”), a wholly-owned subsidiary of the Company on

December 18,1989 and has been in charge of general management of the Company. Mr. Dai is an experienced

engineer and has almost 20 years of experience in research, production and sales within the telecommunications

industry. Mr. Dai has also actively participated in social and charity events and so has gained extensive popularity.

EXECUTIVE DIRECTORS

Guo Zeli, aged 54, the vice chairman and an executive director. Mr. Guo is involved from time to time with the strategic

development and market planning of the Company and Fujian Centron. Mr. Guo is also in charge of general

management of 星辰先創通信系統（廈門）有限公司, a wholly-owned subsidiary of the Company. Mr. Guo has over 20

years of management experience. Mr. Guo was appointed to the board of directors of Fujian Centron on July 25, 2004.

Prior to 2006, Mr. Guo served as the vice general manager of Xiamen Economic Trading Company Limited (廈門經濟

特區貿易有限公司 ) and as the chairman of Xiamen Overseas Chinese Electronic Company Limited (廈門華僑電子股

份有限公司 ). Mr. Guo obtained a Master’s degree in Business Administration from Xiamen University in January 1998.

He has been a part-time professor at the business management department of Xiamen University since 2004.

Dai Guoyu, aged 44, the chief executive officer and an executive director. Mr. Dai is mainly responsible for local and

overseas’ sales and marketing, development and implementation of the strategies of the Company. Mr. Dai joined

Fujian Centron on May 2, 1994. Mr. Dai has almost 20 years of sales and management experience within the

telecommunications industry. Mr. Dai therefore has accumulated extensive customer network. Mr. Dai is an

experienced engineer in the telecommunications industry and has completed the EMBA program.

Yi Zhangtao, aged 44, an executive director. Mr. Yi is responsible for the Group’s logistics and procurement and

management of 深圳澤惠通通訊技術有限公司 , the Group’s jointly-controlled entity. Mr. Yi has almost 20 years of

research and production experience within the telecommunications industry. Mr. Yi joined the Group on August 4,

1992. Prior to joining the Group, Mr. Yi was employed by Wuhan Zhongyuan Electronics Group Co. Ltd from 1986 to

1989. Mr. Yi graduated from Xi’an Electronic Technology University and obtained the title of engineer in April 2006.
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DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTORS

Paul Steven Wolansky, aged 53, a non-executive director. He is the Chairman of New China Capital Management,LLC,

the fund manager for Cathay Capital Holdings, L.P. and Cathay Capital Holdings II, L.P., and a director of Cathay

Investment Fund Ltd. Mr. Wolansky is also a non-executive director of China Aoyuan Property Group Limited (中國奧

園地產集團股份有限公司 ), a Hong Kong listed company; a non-executive director of Longtop Financial Technologies

Limited, a New York Stock Exchange listed company; and a non-executive director of CNInsure, Inc., a NASDAQ listed

company. Mr. Wolansky was a non-executive director of Warderly International Holdings Limited (㶅多利國際控股有限

公司 ) (from December 2003 to May 2007) a Hong Kong listed company and China Resources Land Ltd. (from August

1996 to May 2006), a Hong Kong listed company; a non-executive director of Wuxi Little Swan Company Limited (無錫

小天鵝股份有限公司 ), a PRC listed company, and China Yuchai International, a New York Stock Exchange listed

company. Mr. Wolansky received a Bachelor of Arts degree from Amherst College in 1978, a JD degree from The

Harvard Law School in 1981, and is admitted to practice law as a member of the bar of the State of New York.

Leung Ping-chung, Hermann, aged 53, a non-executive director. He graduated from the Chinese University of Hong

Kong (香港中文大學 ) with a bachelor’s degree in social sciences in 1979. He graduated from the Chinese University

of Hong Kong with a master’s degree in 1982. He is an executive director of New China Capital Management (HK) Ltd.

Mr. Leung is also a non-executive director of Vinda International Holdings Limited (維達國際控股有限公司 ) and a

non-executive director of China Aoyuan Property Group Limited (中國奧園地產集團股份有限公司 ), both Hong Kong

listed companies. He is a non-executive director of Wuxi Little Swan Company Limited (無錫小天鵝股份有限公司 ), a

PRC listed company, which shares are listed on the Shenzhen Stock Exchange. He was an alternate non-executive

director of Warderly International Holdings Limited (匯多利國際控股有限公司 ), a Hong Kong listed company, until

May 2007.
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DIRECTORS AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Miu Hon-Kit, aged 41, an independent non-executive director.  Mr Miu was appointed to the board of directors of the

Company on April 1, 2007.  Mr. Miu is a qualified accountant with over 18 years of professional experience in auditing,

accounting, compliance, corporate finance and private equity investment.  Mr Miu is currently the managing director

for a major investment bank responsible primarily for its principal investment activities in North Asia.  Prior to this, Mr

Miu worked in the private equity arm of a US bank, a UK based asset management company in Hong Kong and a Big-

4 accounting firm.

Mr. Miu is a fellow member of the Hong Kong Institute of Certified Public Accountants and the Association of Chartered

Certified Accountants (UK).  He is also admitted to the membership of The Institute of Chartered Accountants in

England and Wales.  Mr. Miu received a Bachelor of Arts in Accountancy with Honours from City University of Hong

Kong and a Master’s degree in Business Administration from Imperial College London.

Lin Yuanfang, aged 68, an independent non-executive director. Mr. Lin was appointed to the board of directors of the

Company on April 1, 2007. Mr. Lin has been an independent non-executive director of Xiamen Overseas Chinese

Electronic Co., Limited ( 廈門華僑電子股份有限公司 ) since May 2004. Mr. Lin has been the vice chairman of China

Electronic Imaging Industry Association ( 中國電子視像行業協會 ) since November 2001. Mr. Lin was the vice

department head of the Economic System Reform and Operation Department of the PRC Ministry of Information

Industry (“MII”) from 1998 to 2000. Prior to that and from 1980, Mr. Lin held various official positions in the MII, and

the Ministry of Electronic Industry (電子工業部 ). Mr. Lin graduated from Fudan University in 1964 majoring in

physics.

Li Hongbin, aged 43, an independent non-executive director. Mr. Li was appointed to the board of directors of the

Company on April 1, 2007. Mr. Li has been a professor in information technologies at Peking University in 2004. Prior

to that, Mr. Li was employed by Xi’an Electronic Technology University (西安電子科技大學 ) from 1989 to 2002. From

2002 to 2005, Mr. Li was a member of the expert panel for a national advanced technologies research and

development project (Project 863). Mr. Li obtained a Master’s degree in January 1989 from Xi’an Electronic

Technology University (西安電子科技大學 ).
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DIRECTORS AND SENIOR MANAGEMENT

Senior Management Profile

Ma Ruidong, aged 44, the Company’s vice president and Fujian Centron’s vice president of general affairs assisting the

work of chief executive officer and managing the general affairs of Fujian Centron. Mr. Ma is also currently the senior

consultant of the information business department of Wireless Telecommunication Products Quality Testing Centre of

China WLLC Communication Lab (中國威爾克（西安）通信試驗室). Mr. Ma joined the Fujian Centron in 2008 and

has more than 20 years experience of research and development and management in the telecom industry. Mr. Ma

obtained a master in engineering from Xi’an Electronic Technology University (西安電子科技大學 ) and is a senior

engineer. He is also a senior member of Shannxi Telecom Committee(陝西省通信學會 ) and has participated in

various setting up of the State’s digital microwave standards. Mr. Ma also won an individual technology improvement

Second class award in the Post and Telecommunication Department of the National 9th Five-Year Plan Period ‘s

《155Mbps SDH Practical Project》(九五攻關項目《155Mbps SDH實用化項目》).

Ng Wai-kee, aged 49, chief financial officer, and company secretary of the Company. Mr. Ng joined the Group on

October 1, 2006. Mr. Ng has over 20 years of experience in accounting and auditing. Mr. Ng previously worked as

company secretary of Global Bio-chem Technology Group Company Limited, Datasys Technology Holdings Limited,

both are companies listed on the Stock Exchange and served as a non-executive director of CDW Holding Limited. Mr.

Ng graduated from Hong Kong Shue Yan College in July 1985 with a diploma in accounting. Mr. Ng has been a

qualified accountant since 1986 and is a fellow member of the Hong Kong Institute of Certified Public Accountants and

the Association of Chartered Certified Accountants.

Luo Huiping, aged 49, Fujian Centron’s vice chief executive officer, vice financial officer of Nice Group Resources

Limited (“Nice Group”), a wholly owned subsidiary of the Company, and a general manager of the Group’s

administration center. Mr. Luo joined the Group on June 7, 2005. Prior to joining the Group, Mr. Luo worked in the

banking sector. Mr. Luo graduated from China Communist Party School, majoring in party administration and

management in December 1998 and received a postgraduate degree in statistics from Xiamen University in September

2003.

Liu Qinghuang, aged 45, chief financial officer of Fujian Centron. Mr. Liu joined the Group in March 2007 and has

experience in the fields of accounting and financial management. Prior to joining the Group, Mr. Liu served as general

manager of Quanzhou City XinCheng Investment Management Consultancy Company Limited (泉州市信誠投資管理顧

問有限公司 ) and as chief financial officer of HuaHeng Packing (Hong Kong) Group (華囱包裝（香港）集團 ) and as

general manager of XinChengDa (Wuhan) Optical & Electrical Technology Limited (信誠達（武漢）光電科技有限公司 ).

Mr. Liu graduated from Xiaman University, majoring in accounting and obtained the title of accountant.
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DIRECTORS AND SENIOR MANAGEMENT

Yang Weimin, aged 40, assistant of Chairman of Fujian Centron and a general manager of the chief executive office of

Fujian Centron, assisting the works of Chairman. Mr. Yang joined the Group on February 1, 2005. Mr. Yang has over

10 years of experience in electronic technologies development as well as the state affairs and public relations. Prior to

joining the Group, Mr. Yang was employed by Fujian Film Machinery Factory and was the chief engineer of Zhejiang

Xinda Machinery Company Limited. Mr. Yang received a Bachelor’s degree in engineering, majoring in physics in

magnetic fields and devices, from University of Electronic Science and Technology of China in July 1991. Mr. Yang is

qualified as an engineer.

Chen Hong, aged 31, the general manager of the Company’s securities and investment management department and

the secretary to the board of directors of Fujian Centron. Mr. Chen joined the Group on June 12, 2006. Mr. Chen was

previously the International Trade Supervisor of a Hong Kong listed company. Mr. Chen obtained a Master’s degree in

management, majoring in accountancy, from Xiamen University in June 2006.

Xu Shiyang, aged 37, the general manager of Fujian Centron’s products centre, is responsible for the research and

development of Fujian Centron and production work. Mr. Xu joined Fujian Centron in 1993 and was formerly the

supervisor of research and development department, the general manager of production & manufacturing centre and

the manager of sales and operation department. Mr. Xu is an engineer and has more than 15 years experience of

research and development, production and management in the telecommunications industry. Mr. Xu graduated from

Huaqiao University in 1993, majoring in electronics engineering.
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintain a high standard of corporate governance with a view to enhance the management

efficiency of the Group as well as preserve the interests of the shareholders as a whole.

On 4 June 2008, Fujian Centron entered into an entrusted loan agreement (the “Entrusted Loan Agreement”) with a

lending agent in the PRC (the “Lending Agent”). Pursuant to the Entrusted Loan Agreement, Fujian Centron had,

through the Lending Agent, provided a short-term entrusted loan of RMB75,000,000 to the borrower. As the applicable

percentage ratios represented by the amount of the entrusted loan exceed 5% but are less than 25%, the provision of

the entrusted loan pursuant to the Entrusted Loan Agreement constituted a discloseable transaction for the Company

and would have been subject to the reporting and announcement requirements under Chapter 14 of the Rules

Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”). An announcement for the Entrusted

Loan Agreement was made on 24 April 2009. The Company admited that it should have complied with such

requirements under Chapter 14 of the Listing Rules at the time when it entered into the Entrusted Loan Agreement.

The delay was caused by the failure of the management of the Company to submit information relating to the Entrusted

Loan Agreement to the Board for its consideration and approval at the material time. The Company has carried out

more stringent measures in financial reporting and internal controls as the immediate remedial measures.

In the opinion of the Board, except for the Entrusted Loan Agreement mentioned above, the Group has complied with

the code provisions set out in the Code on Corporate Governance Practices contained in Appendix 14 to the Listing

Rules (the “Code”) throughout the year 2008.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the code of conduct regarding directors’ securities transactions as set out in the Model

Code contained in Appendix 10 to the Listing Rules. Having made specific enquiry of all directors, the directors

confirmed that they have complied with the required standards as set out in the Model Code throughout the year 2008.

COMPOSITION OF THE BOARD OF DIRECTORS

The Board comprises four executive directors, two non-executive director and three independent non-executive

directors. The biographical details of all directors are set out on pages 13 to 15 of this annual report. The composition

of the Board is well balanced with directors having sound knowledge and skill on different areas of the Company’s

business. Details of composition and their respective area of responsibilities are set out in the table on page 2 of this

annual report.

The Company has received, from each independent non-executive directors, an annual confirmation of his

independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent non-

executive directors are independent. The independent non-executive directors will provide independent views and

share their knowledge and experience with the other members of the Board.
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CORPORATE GOVERNANCE REPORT

FUNCTIONS OF THE BOARD

The Board is responsible for (i) the formulation of operational and strategic direction of the Group; (ii) monitoring the

financial performance of the Group; (iii) overseeing the performance of management; and (iv) ensure that the business

and operation of the Group are managed by properly authorised and competent management.

MEETINGS OF THE BOARD

During the year 2008, the Board held two Board meeting . At least 7 days notice of regular Board meetings was given

to all directors and they can include matters for discussion in the agenda as they think fit. Minutes of every Board

meeting are kept by the secretary of the Company at the registered office and Board members are also entitled to have

full access to the Board minutes and related materials so that they are able to make an informed decision and to

discharge their duties and responsibilities. Details of individual attendance of directors are set out in the table on page

22 of this annual report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

To ensure a balance of power between the Board and the management of the Company, the role of the chairman of the

Board and the chief executive officer are segregated and are not exercised by the same individual. Dai Guoliang is the

Chairman of the Board (the “Chairman”) who is responsible for the effectiveness of operation of the Board and Dai

Guoyu is the Chief Executive Officer (the “CEO”) who is responsible for the management of the Group’s business in all

aspects effectively and the implementation of the strategies approved by the Board.

RELATIONSHIP OF THE BOARD MEMBERS

None of the directors has any financial, business, family or other material or relevant relationships among members of

the Board except that Dai Guoliang and Dai Guoyu are brothers.

DIRECTORS’ INTEREST IN CONTRACT

Before each Board meeting, the directors have to declare their interests in the subject matter to be considered in the

relevant Board meeting. Any director who or whose associates have any material interest in any proposed Board

resolutions will not be counted as a quorum in the relevant Board meeting nor vote for the Board resolutions. The

independent non-executive directors who and whose associates have no material interest in the matter will attend the

meeting to deal with the matter if it is considered appropriate.
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NON-EXECUTIVE DIRECTORS

The non-executive directors, Leung Ping-chung, Hermann and Paul Steven Wolansky have each entered into an

appointment letter with the Company for a term of three years commencing from 20 March 2007 and are subject to re-

election at forthcoming annual general meetings in accordance with the Articles of Association of the Company and the

relevant letter of appointment. Mr. Guo Zeli, formerly a non-executive director, has been re-designated as an executive

director of the Company on 22 May 2008.

APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS

Each of the executive directors has entered into a service contract with the Company for a term of three years

commencing from 5 July 2007 and renewal is subject to notification by either party giving to the other not less than six

months’ notice prior to the termination of the service contract.

Each of the non-executive directors has entered into an appointment letter with the Company for a term of three years

commencing from 20 March 2007.

Each of the independent non-executive directors has entered into an appointment letter with the Company. Each

appointment letter is for a term of three year commencing from 1 April 2007. In accordance with the Company’s

Articles of Association, all directors (including independent non-executive directors) are subject to retirement by

rotation at least once every three years.

REMUNERATION COMMITTEE

The Company has established a remuneration committee with written terms of reference in compliance of the

Corporate Governance Code. The remuneration committee consists of five members, namely Mr. Yi Zhangtao, Mr.

Leung Ping-chung, Hermann, Mr. Miu Hon-kit, Mr. Lin Yuanfang and Mr. Li Hongbin. Mr. Miu Hon-kit, Mr. Lin

Yuanfang and Mr. Li Hongbin are independent non-executive Directors. The chairman of the remuneration committee

is Mr. Leung Ping-chung, Hermann. The remuneration committee meeting shall be held at least once a year to

determine the remuneration policy for directors and senior management. During the Financial Year, one remuneration

committee meeting was held and the attendance of each member is set out in the attendance table on page 22 of this

annual report.

The primary functions of the remuneration committee include evaluating the performance of, and making

recommendations on the remuneration packages of, the directors and senior management, evaluating and making

recommendations on employee benefit arrangements, determining the award of bonuses and considering the grant of

options under the Share Option Scheme.
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AUDIT COMMITTEE

The audit committee has the main duties of providing an independent review of the effectiveness of the Group’s

financial reporting process, internal control and risk management systems. The audit committee consists of the three

independent non-executive directors, namely Mr. Miu Hon-kit, Mr. Lin Yuanfang and Mr. Li Hongbin while Mr. Guo Zeli

and Mr. Leung Ping-chung, Hermann had resigned as the member of the audit committee on 22 May 2008. The

chairman of the Audit Committee is Mr. Miu Hon-kit. During the Financial Year, two audit committee meetings were

held and the attendance of each Director is set out in the attendance table on page 22 of this annual report.

The principle responsibilities of the audit committee include (i) reviewing the financial information of the Company; (ii)

overseeing the Company’s financial reporting system and internal control procedures; and (iii) assisting the Board on

the appointment, reappointment and removal of the external auditor and to approve the remuneration and terms of

engagement of the external auditor, to comply with other duties as set out in the Corporate Governance Code.

NOMINATION COMMITTEE

The Company established a nomination committee on 22 May 2008 with written terms of reference in compliance with

the Corporate Governance Code. The primary duties of the nomination committee are to review the structure, size and

composition of the Board on a regular basis and to recommend to the Board the suitable candidates for directors after

consideration of the nominees’ independence and quality in order to ensure the fairness and transparency of all

nominations. The nomination committee consists of three members, namely, Mr. Dai Guoliang, the Group’s chairman

and two independent non-executive directors, namely, Mr. Lin Yuanfang and Mr. Li Hongbin. Mr. Lin Yuanfang is the

chairman of the nomination committee.

One meeting was held by the nomination committee during the Financial Year and the attendance of each Director is

set out in the attendance table on page 22 of this annual report.
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AUDITOR’S REMUNERATION

An analysis of the remuneration of the Company’s auditor, Ernst & Young, for the year ended 31 December 2008 is set

out below:

Fee paid/payable

Approximately RMB million

Services rendered

Audit fee for 2008 annual audit 1.7

Non-audit service 0.3

Total 2.0

Attendance Table Attendance out of numbers of meetings

Remuneration Audit Nomination

Name of Director Position Board Committee Committee  Committee

Executive Directors

Mr. Dai Guoliang Chairman 2/2  1/1

Mr. Guo Zeli Vice Chairman  2/2 1/2*

Mr. Dai Guoyu CEO 2/2

Mr. Yi Zhangtao  2/2 1/1

Non-executive Directors

Mr. Paul Steven Wolansky 2/2

Mr. Leung Ping-chung, Hermann 2/2 1/1 1/2*

Independent non-executive Directors

Mr. Miu Hon-kit 2/2 1/1 2/2

Mr. Lin Yuanfang 2/2 1/1 2/2 1/1

Mr. Li Hongbin 2/2 1/1 2/2 1/1

*Mr. Guo Zeli and Mr Leung Ping-chung, Hermann had resigned as a member of audit committee on 22 May 2008.



Centron Telecom International Holding Limited
Annual Report 2008

23

CORPORATE GOVERNANCE REPORT

ACCOUNTABILITY OF THE BOARD

The Directors acknowledge that it is their responsibilities for preparing the financial statements of the Group, so as to

give a true and fair view of the financial position, results and cash flow of the Group and presenting the interim and

annual reports and announcements to shareholders. In preparing the financial statements for the year ended 31

December 2008, the Directors have adopted suitable accounting policies and applied them consistently, made

judgements and estimations that are prudent and reasonable and have prepared the financial statements on a going

concern basis.

COMMUNICATION WITH SHAREHOLDERS

The Company endeavors to provide its shareholders accurate, clear, comprehensive and timely information of the

Group via the publication of annual reports, interim reports, announcements, press release and also the company

website at http://www.centron.com.hk. The Board will maintain regular communication with institutional investors to

address their enquiries on the Group’s strategies, operations management and plans.

All the shareholders of the Company are to be given a formal notice 21 days in advance of the Company’s annual

general meeting where the shareholders will have an opportunity to communicate directly with the Board of the

Company.

INTERNAL CONTROL

The Board has established an on-going process for identifying, evaluating and managing the significant risks faced by

the Group and this process includes updating the system of internal controls when there are changes to business

environment or regulatory guidelines.

On 4 June 2008, Fujian Centron entered into the Entrusted Loan Agreement with the Lending Agent. Pursuant to the

Entrusted Loan Agreement, Fujian Centron had, through the Lending Agent, provided a short-term entrusted loan of

RMB75,000,000 to the borrower. As the applicable percentage ratios represented by the amount of the entrusted loan

exceed 5% but are less than 25%, the provision of the entrusted loan pursuant to the Entrusted Loan Agreement

constituted a discloseable transaction for the Company and would have been subject to the reporting and

announcement requirements under Chapter 14 of the Listing Rules. An announcement for the Entrusted Loan

Agreement was made on 24 April 2009. The Company admitted that it should have complied with such requirements

under Chapter 14 of the Listing Rules at the time when it entered into the Entrusted Loan Agreement. The delay was

caused by the failure of the management of the Company to submit information relating to the Entrusted Loan

Agreement to the Board for its consideration and approval at the material time. The Company has carried out more

stringent measures in financial reporting and internal controls as the immediate remedial measures.

Except for the Entrusted Loan Agreement mentioned above, the Board is of the view that the system of internal controls

in place for the year under review and up to the date of the issuance of the annual report and financial statements is

sound and is sufficient to safeguard the interests of shareholders and employees, and the Group’s assets.
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The directors present their report and the audited financial statements of the Company and of the Group for the year

ended 31 December 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the principal activities of the subsidiaries of the

Company are set out in note 17 to the financial statements. There were no significant changes in the nature of the

Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2008 and the state of affairs of the Company and of the Group at

that date are set out in the financial statements on pages 36 to 106.

The directors do not recommend the payment of any dividend in respect of the year.

USE OF PROCEEDS FROM THE COMPANY’S INITIAL PUBLIC OFFERING

The net proceeds from the Company’s issue of new shares at the time of its listing on The Stock Exchange of Hong

Kong Limited (the “Stock Exchange”) in July 2007, after deduction of related issuance expenses, amounted to

approximately RMB554 million (HK$569 million). Proceeds of approximately RMB385.5 million were utilised in

accordance with the proposed applications set out in the prospectus of the Company dated 21 June 2007 (the

“Prospectus”), as follows:

— approximately RMB107.7 million was used for the construction of the 2nd phase of new facilities at Xunmei

Industrial Area in Quanzhou;

— approximately RMB45.1 million was used for the long-term research and development;

— approximately RMB93.4 million was used for the purchase of production and testing equipment, related software

and staff recruitment, their remuneration and training;

— approximately RMB28.2 million was used for establishment of overseas sales and marketing channels;

— approximately RMB36.4 million was used for the expansion of domestic sales and marketing channels; and

— approximately RMB74.7 million was used for general working capital purpose.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the Group for the last five financial years, prepared on

the basis as set out herein, is set out below.

RESULTS

Year ended 31 December

2008 2007 2006 2005 2004

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

REVENUE 818,295 843,368 553,390 253,845 159,238

PROFIT BEFORE TAX 140,052 220,437 171,132 91,035 59,295

Tax (21,861) — (37,205) (33,193) (22,114)

PROFIT FOR THE YEAR 118,191 220,437 133,927 57,842 37,181

Attributable to:

Ordinary equity holders of the Company 118,191 220,437 133,927 57,842 37,181

As at 31 December

2008 2007 2006 2005 2004

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 1,159,757 1,066,634 395,753 170,001 103,885

Total liabilities (129,164) (91,970) (102,270) (80,550) (35,776)

1,030,593 974,664 293,483 89,451 68,109

The summary of the consolidated results of the Group for each of the three years ended 31 December 2004, 2005,

and 2006 and of the assets and liabilities as at 31 December 2004, 2005, and 2006 have been extracted from the

Prospectus. Such summary was prepared as if the current structure of the Group had been in existence throughout

these financial years and is presented on the basis as set out in the annual report of the Company for the year ended

31 December 2007. The consolidated results of the Group for the year ended 31 December 2007 and 2008 and the

consolidated assets and liabilities of the Group as at 31 December 2007 and 2008 are extracted from the audited

financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the year are set out in note 14 to the

financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share options during the year are set out in notes 28 and 29

to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman

Islands which would oblige the Company to offer new shares on a pro rata basis to existing shareholders of the

Company.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

During the year, the Company purchased certain of its shares on the Stock Exchange and these shares were

subsequently cancelled by the Company. Details of the purchases are as follows:

Number of shares Purchase consideration per share Aggregate

Month of purchase in 2008 purchased Highest Lowest Consideration

HK$ HK$ HK$

October 45,000 0.45 0.45 20,250

October 1,094,000 0.45 0.425 485,517

October 483,000 0.45 0.44 216,722

Total 1,622,000 722,489

The premium and transaction costs paid on the purchase of the shares of HK$560,000 (RMB494,000) and HK$9,000

(RMB8,000), respectively, have been charged to the share premium account of the Company.

The purchased shares were cancelled during the year and the issued share capital of the Company was reduced by the

par value thereof.

The purchase of the Company’s shares during the year was effected by the directors, pursuant to the mandate from

shareholders received at the last annual general meeting, with a view to benefiting shareholders as a whole by

enhancing the net asset value per share and earnings per share of the Group.

Except as disclosed above, neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the

Company’s listed securities during the year.
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RESERVES

Details of movements in the reserves of the Company and of the Group during the year are set out in note 30(b) to the

financial statements and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2008, the Company’s reserves available for distribution, calculated in accordance with the Companies

Law, Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands, amounted to RMB719,445,000.

The amount of RMB719,445,000 includes the Company’s share premium account and capital reserve of

RMB716,130,000 in aggregate at 31 December 2008, which may be distributed provided 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

and when they fall due in the ordinary course of business.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions totalling approximately RMB663,000.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for 97.6% of the total sales for the year

and sales to the largest customer accounted for 43.3%. Purchases from the Group’s five largest suppliers accounted

for 16.2% of the Group’s total purchases for the year and purchases to the largest supplier included therein accounted

for 5.6%.

None of the directors of the Company or any of their associates or any shareholders (which, to the best knowledge of

the directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group’s five

largest customers and/or five largest suppliers during the year.
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DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive directors:

Mr. Dai Guoliang

Mr. Dai Guoyu

Mr. Yi Zhangtao

Mr. Guo Zeli*

Non-executive directors:

Mr. Paul Steven Wolansky

Mr. Leung Ping-chung, Hermann

Independent non-executive directors:

Mr. Miu Hon-kit

Mr. Lin Yuanfang

Mr. Li Hongbin

* Mr. Guo Zeli was re-designated from the role as a non-executive director to an executive director of the Company on 22 May

2008.

In accordance with article 87(1) of the Company’s articles of association, Messrs. Guo Zeli, Dai Guoyu and Lin

Yuanfang will retire by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual

general meeting. The non-executive directors and independent non-executive directors are appointed for periods of

three years.

The Company has received annual confirmations of independence from Messrs. Miu Hon-kit, Lin Yuanfang and Li

Hongbin pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing

Rules”) and as at the date of this report still considers them to be independent.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set out on pages 13

to 17 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service agreement with the Company for a term of three years

commencing on 5 July 2007.  Each of the non-executive directors has been appointed for a term of three years

commencing on 20 March 2007.  On 22 May 2008, Mr. Guo Zeli was re-designated from the role as a non-executive

director to an executive director of the Company.  The Company has entered into a service agreement dated 22 May

2008  with Mr. Guo in relation to the termination of the previous service agreement dated 20 March 2007 (the

“Previous Agreement”) and his appointment as an executive director for a term from 5 May 2008 to 19 March 2010,

being the expiry date of the Previous Agreement. Each of the independent non-executive directors has been appointed

for a term of three years commencing on 1 April 2007.  Under the service contracts, after each complete year of

service, the remuneration payable to each of the executive directors is subject to the discretion of the Company’s board

of directors.

Apart from the foregoing, no director proposed for re-election at the forthcoming annual general meeting has a service

contract with the Company which is not determinable by the Company within one year without payment of

compensation, other than statutory compensation.

EMOLUMENT POLICY AND DIRECTORS’ REMUNERATION

The directors’ remuneration is subject to shareholders’ approval at general meetings with reference to the

recommendation of the Group’s remuneration committee. The Group’s emolument policies are formulated based on

the performance of individual employees and are reviewed regularly. Subject to the Group’s profitability, the Group may

also provide a discretionary bonus to its employees as an incentive for their contribution to the Group. The primary goal

of the remuneration policy with regard to the remuneration packages of the Group’s executive directors is to enable the

Group to retain and motivate executive directors by linking their compensation with performance as measured against

corporate objectives achieved.

The principal elements of the Group’s remuneration packages include basic salaries, discretionary bonuses, housing

benefits and share option benefits.

DIRECTORS’ INTERESTS IN CONTRACTS

On 4 June 2008, Fujian Centron entered into the Entrusted Loan Agreement with the Lending Agent. Pursuant to the

Entrusted Loan Agreement, Fujian Centron had, through the Lending Agent, provided a short-term entrusted loan of

RMB75,000,000 to the borrower.

The entrusted loan has an effective interest rate of 11.5% per annum and is due in June 2009. The carrying amount of

the Group’s entrusted loan receivable approximates to its fair value due to its short maturity. The entrusted loan is

secured by certain equity interests in the Lending Agent pledged by the borrower.
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Messrs. Dai Guoliang, Guo Zeli, Dai Guoyu and Yi Zhangtao, the executive directors of the Company, had entered into

a deed of indemnity in favour of the Company, pursuant to which the executive directors undertake (a) to indemnify

the Group, on a joint and several basis, in respect of any losses, damages, costs and expenses incurred or suffered by

the Group arising from the failure of the borrower to comply with its repayment obligations under the Entrusted Loan

Agreement; and (b) that subject to the compliance with the relevant laws, rules and regulations (including the Listing

Rules), the executive directors shall, upon demand by the Company, acquire the entrusted loan and the interest

accrued thereon from the Company at a consideration equivalent to the amount of the entrusted loan and the accrued

interest.

Save as disclosed in above and in the related party transactions disclosures in note 34 to the financial statements, no

director had a material interest, either directly or indirectly, in any contract of significance to the business of the Group

to which the Company, or any of its subsidiaries was a party during the year.

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

As at 31 December 2008, the interests and short positions of the directors and the chief executive in the shares and

underlying shares of the Company or its associated corporations (within the meaning of Part XV of the Securities and

Futures Ordinance (the “SFO”)), as recorded in the register required to be kept by the Company pursuant to Section

352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers (the “Model Code”), were as follows:

Long positions in ordinary shares of the Company:

Percentage of the

Capacity and Number Company’s issued

Name of director Note nature of interests of shares share capital

Mr. Dai Guoliang 1 Through controlled

corporation 240,897,000 34.49

Note:

1. Oriental City Profits Ltd. (“Oriental City”) held a 34.49% interest in the issued share capital of the Company as at 31 December

2008. As at the date of this report, the share capital of Oriental City was beneficially owned as to 61.64% by Mr. Dai Guoliang,

as to 17.56% by Mr. Dai Guoyu, as to 6.10% by Mr. Yi Zhangtao, as to 5.34% by each of Messrs. Wu Duange and Dai Guowei,

and as to 1.34% by each of Messrs. Zhang Yonghua, Huang Yinhui, and Xu Shiyang. (All the shares are registered in the name

of Mr. Dai Guoliang. However, Mr. Dai Guoliang held 38.36% as a bare trustee for these individuals in the proportions

mentioned above.) As mentioned above, Mr. Dai Guoliang’s beneficial interest in Oriental City amounts to 61.64%. Accordingly,

pursuant to the SFO, Mr. Dai Guoliang is deemed to be interested in the 240,897,000 shares held by Oriental City as he is

entitled to control one-third or more of the voting power at the general meetings of Oriental City.
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Long positions in ordinary shares of an associated corporation:

Approximate

percentage of

the associated

Name of Relationship corporation’s

associated Capacity and with the Number of issued

Name of director corporation nature of interests Company shares held share capital

Mr. Dai Guoliang Oriental City Beneficial and (note 1) 524 100.00

registered owner

Mr. Dai Guoyu Oriental City Beneficial owner (note 2) 92 17.56

Mr. Yi Zhangtao Oriental City Beneficial owner (note 3) 32 6.10

Notes:

1. Oriental City held a 34.49% interest in the issued share capital of the Company as at 31 December 2008. The share capital of

Oriental City was beneficially owned as to 61.64% by Mr. Dai Guoliang, as to 17.56% by Mr. Dai Guoyu, as to 6.10% by Mr. Yi

Zhangtao, as to 5.34% by each of Messrs. Wu Duange and Dai Guowei, and as to 1.34% by each of Messrs. Zhang Yonghua,

Huang Yinhui, and Xu Shiyang. (All the shares are registered in the name of Mr. Dai Guoliang. However, Mr. Dai Guoliang held

38.36% as a bare trustee for these individuals in the proportions mentioned above.)

2. Mr. Dai Guoyu was beneficially interested in 17.56% of the issued share capital of Oriental City by virtue of a declaration of

trust (which is a bare trust) made by Mr. Dai Guoliang on 27 March 2007.

3. Mr. Yi Zhangtao was beneficially interested in 6.10% of the issued share capital of Oriental City by virtue of a declaration of

trust (which is a bare trust) made by Mr. Dai Guoliang on 27 March 2007.

Save as disclosed above, as at 31 December 2008, none of the directors or the chief executive of the Company had

registered any interest or short position in the shares, underlying shares or debentures of the Company or any of its

associated corporations as recorded in the register required to be kept by the Company pursuant to Section 352 of the

SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the section “Share option scheme” below, at no time during the year 2008 were rights to acquire

benefits by means of the acquisition of shares in or debentures of the Company granted to any director or their

respective spouse or minor children, or were any such rights exercised by them; or was the Company or any of its

subsidiaries a party to any arrangement to enable the directors to acquire such rights in any other body corporate.
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SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share Option Scheme”) for the purpose of providing incentives

and rewards to eligible participants who contribute to the success of the Group’s operations.

No share options have been granted under the Share Option Scheme since its adoption and up to 31 December 2008.

Details of the Share Option Scheme are set out in note 29 to the financial statements.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN SHARES

As at 31 December 2008, the interests or short positions of the persons, other than a director or chief executive of the

Company, in the shares and underlying shares of the Company as recorded in the register required to be kept by the

Company under Section 336 of the SFO were as follows:

Long positions:

Percentage of

Number of the Company’s

Capacity and ordinary issued

Name Notes nature of interest shares held share capital

Oriental City (1) Directly beneficially owned 240,897,000 34.49

Mr. Dai Guoliang (1) Through a controlled corporation 240,897,000 34.49

Cathay Mobile Communications (2) Directly beneficially owned 105,000,000 15.03

Limited

Cathay Capital Holdings, L.P. (2) Through a controlled corporation 105,000,000 15.03

Molatis Limited (3) Directly beneficially owned 47,250,000 6.77

Mr. Sussman Selwyn Donald (3) Through a controlled corporation 47,250,000 6.77

Mr. Sussman Selwyn Donald (3) Directly beneficially owned 8,766,000 1.26

Notes:

(1) The ordinary shares are held by Oriental City, which is beneficially owned by Mr. Dai Guoliang.

(2) The ordinary shares are held by Cathay Mobile Communications Limited, a direct wholly-owned subsidiary of Cathay Capital

Holdings, L.P.

(3) The ordinary shares totalling 56,016,000 are beneficially held by Mr. Sussman Selwyn Donald, of which 47,250,000 shares are

held through Molatis Limited.

Save as disclosed above, as at 31 December 2008, no person, other than the directors of the Company, whose

interests are set out in the section “Directors’ and chief executive’s interests and short positions in shares and

underlying shares” above, had an interest or short position in the shares or underlying shares of the Company as

recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the directors, at least 25%

of the Company’s total issued share capital was held by the public as at the date of this report.

AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed at the

forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chairman

Dai Guoliang

Hong Kong

25 April 2009
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To the shareholders of Centron Telecom International Holding Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements of Centron Telecom International Holding Limited set out on pages 36 to

106, which comprise the consolidated and company balance sheets as at 31 December 2008, and the consolidated

income statement, the consolidated statement of changes in equity and the consolidated cash flow statement for the

year then ended, and a summary of significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair presentation of these financial

statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified

Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility

includes designing, implementing and maintaining internal control relevant to the preparation and the true and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting

and applying appropriate accounting policies; and making accounting estimates that are reasonable in the

circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. Our report is made solely

to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other

person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of

Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform

the audit to obtain reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements. The procedures selected depend on the auditors’ judgement, including the assessment of the risks of

material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the

auditors consider internal control relevant to the entity’s preparation and true and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as

well as evaluating the overall presentation of the financial statements.

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

opinion.
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OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and of the Group

as at 31 December 2008 and of the Group’s profit and cash flows for the year then ended in accordance with Hong

Kong Financial Reporting Standards and have been properly prepared in accordance with the disclosure requirements

of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants

18th Floor, Two International Finance Centre

8 Finance Street

Central

Hong Kong

25 April 2009

To the shareholders of Centron Telecom International Holding Limited

(Incorporated in the Cayman Islands with limited liability)



Centron Telecom International Holding Limited
Annual Report 2008

36

CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2008

Notes 2008 2007

RMB’000 RMB’000

Revenue 5 818,295 843,368

Cost of sales (581,232) (561,174)

Gross profit 237,063 282,194

Other income and gains 5 15,067 23,999

Selling and distribution costs (42,211) (30,035)

General and administrative expenses (70,561) (54,161)

Finance costs 7 — (1,560)

Share of profit of a jointly-controlled entity 694 —

PROFIT BEFORE TAX 6 140,052 220,437

Tax 10 (21,861) —

PROFIT FOR THE YEAR 118,191 220,437

Dividends 11

Special — 88,000

Proposed final — 50,350

— 138,350

EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE COMPANY 12

Basic RMB 16.89 cents RMB 36.09 cents

Diluted N/A N/A
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CONSOLIDATED BALANCE SHEET
31 December 2008

Notes 2008 2007

RMB’000 RMB’000

NON-CURRENT ASSETS

Property, plant and equipment 14 217,174 80,881

Prepaid land lease payments 15 11,430 11,671

Deposit paid for purchase of property,

plant and equipment 1,521 1,182

Prepayment for purchase of intangible assets 3,960 —

Intangible assets 16 55,395 969

Interest in a jointly-controlled entity 18 6,661 —

Total non-current assets 296,141 94,703

CURRENT ASSETS

Inventories 19 335,724 100,566

Trade receivables 20 284,472 290,991

Entrusted loan receivable 21 75,000 —

Prepayments, deposits and other receivables 22 24,858 5,166

Available-for-sale investments 23 2,080 25,000

Financial assets at fair value through profit or loss 24 — 73,999

Due from a jointly-controlled entity 18 974 —

Pledged deposits 25 30,316 21,889

Cash and bank balances 25 110,192 454,320

Total current assets 863,616 971,931

CURRENT LIABILITIES

Trade and bills payables 26 102,357 73,109

Other payables and accruals 27 20,534 18,861

Tax payables 6,273 —

Total current liabilities 129,164 91,970

NET CURRENT ASSETS 734,452 879,961

TOTAL ASSETS LESS CURRENT LIABILITIES 1,030,593 974,664

Net assets 1,030,593 974,664
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CONSOLIDATED BALANCE SHEET (continued)

31 December 2008

Notes 2008 2007

RMB’000 RMB’000

EQUITY

Equity attributable to ordinary equity holders

of the Company

Issued capital 28 67,993 68,136

Reserves 30(a) 962,600 856,178

Proposed final dividend 11 — 50,350

Total equity 1,030,593 974,664

Dai Guoliang Dai Guoyu

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2008

Attributable to ordinary equity holders of the Company

Enterprise

expansion

and

Share statutory Exchange Proposed

Issued premium Capital reserve Retained fluctuation final Total

capital account reserve funds profits reserve dividend equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(note 28) (note 30(b)) (note 30(a)) (note 30(a))

At 1 January 2008 68,136 493,900 85,106 59,807 230,657 (13,292) 50,350 974,664

Exchange realignment — — — — — (11,267) — (11,267)

Total income and expense

recognised directly in equity — — — — — (11,267) — (11,267)

Profit for the year — — — — 118,191 — — 118,191

Total income and expense

for the year — — — — 118,191 (11,267) — 106,924

Final 2007 dividend declared — — — — — — (50,350) (50,350)

Repurchase of shares (143) (502) — — — — — (645)

Transfer to enterprise expansion

and statutory reserve funds — — — 23,222 (23,222) — — —

At 31 December 2008 67,993 493,398* 85,106* 83,029* 325,626* (24,559)* — 1,030,593
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)
Year ended 31 December 2008

Attributable to ordinary equity holders of the Company

Enterprise

Equity expansion

component and

Share of statutory Exchange Proposed

Issued premium convertible Capital Contributed reserve Retained fluctuation final Total

capital account bonds reserve surplus funds profits reserve dividend equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(note 28) (note 30(b)) (note 30(a)) (note 30(a))

At 1 January 2007 — — 18,300 — 66,806 27,547 180,830 — — 293,483

Exchange realignment — — — — — — — (13,292) — (13,292)

Total income and expense

recognised directly in equity — — — — — — — (13,292) — (13,292)

Profit for the year — — — — — — 220,437 — — 220,437

Total income and expense for the year — — — — — — 220,437 (13,292) — 207,145

Issue of shares for cash consideration 17,034 587,671 — — — — — — — 604,705

Share issue expenses — (42,669 ) — — — — — — — (42,669)

Capitalisation issue 51,102 (51,102 ) — — — — — — — —

Transfer to contributed surplus upon

termination of convertible bonds — — (18,300) — 18,300 — — — — —

Transfer to capital reserve upon

completion of group reorganisation — — — 85,106 (85,106) — — — — —

Transfer to enterprise expansion

and statutory reserve funds — — — — — 32,260 (32,260) — — —

Special dividend paid (note 11) — — — — — — (88,000) — — (88,000)

Proposed final 2007 dividend (note 11) — — — — — — (50,350) — 50,350 —

At 31 December 2007 68,136 493,900* — 85,106* — 59,807* 230,657* (13,292)* 50,350 974,664

* These reserve accounts comprise the consolidated reserves of RMB962,600,000 (2007: RMB856,178,000) in the consolidated

balance sheet of the Group as at 31 December 2008.
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CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2008

Notes 2008 2007

RMB’000 RMB’000

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 140,052 220,437

Adjustments for:

Interest income 5 (10,551) (18,262)

Finance costs 7 — 1,560

Share of profit of a jointly-controlled entity (694) —

Depreciation 6 12,139 4,057

Amortisation of prepaid land lease payments 6 241 141

Amortisation of intangible assets 6 2,444 705

Impairment of trade receivables 6 1,455 —

Dividend income from:

- Available-for-sale investments 5 (1,087) (673)

- Financial assets at fair value through profit or loss 5 (1,635) (1,203)

142,364 206,762

Increase in inventories (235,158) (26,537)

Decrease/(increase) in trade receivables 5,064 (145,903)

Increase in prepayments, deposits and other receivables (19,692) (993)

Increase in trade and bills payables 29,248 38,533

Increase/(decrease) in other payables and accruals 31(iv) 1,095 (13,619)

Increase in an amount due from a jointly-controlled entity (974) —

Decrease in an amount due to a director — (214)

Exchange realignment (1,688) (10,488)

Cash generated from/(used in) operations (79,741) 47,541

Interest income 10,551 18,262

Interest paid — (1,560)

PRC profits tax paid (15,588) —

Net cash inflow/(outflow) from operating activities (84,778) 64,243
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CONSOLIDATED CASH FLOW STATEMENT (continued)
Year ended 31 December 2008

Notes 2008 2007

RMB’000 RMB’000

Net cash inflow/(outflow) from operating activities (84,778) 64,243

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of items of property, plant and equipment 31(i),(iii) (147,342) (49,875)

Purchases of equity interests in a jointly-controlled entity 31(iv) (5,389) —

Deposit paid for purchase of items of property,

plant and equipment (1,521) (1,182)

Prepayment for purchase of intangible assets (3,960) —

Additions to prepaid land lease payments 31(ii) — (782)

Additions to intangible assets 16 (56,870) (10)

Increase in pledged deposits (8,427) (15,219)

Increase in entrusted loan receivable 21 (75,000) —

Proceeds from the redemption of

available-for-sale investments 26,087 —

Purchases of available-for-sale investments (2,080) (25,000)

Proceeds from the redemption of financial assets at

fair value through profit or loss 75,634 —

Purchases of financial assets at fair value

through profit or loss — (73,999)

Net cash outflow from investing activities (198,868) (166,067)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares, net — 562,036

Purchases of shares, net 28(f) (645) —

Final dividend paid (49,964) —

Special dividend paid — (88,000)

Repayments of bank loans — (64,000)

New bank loans — 29,000

Net cash inflow/(outflow) from financing activities (50,609) 439,036



Centron Telecom International Holding Limited
Annual Report 2008

43

CONSOLIDATED CASH FLOW STATEMENT (continued)
Year ended 31 December 2008

Notes 2008 2007

RMB’000 RMB’000

NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS (334,255) 337,212

Cash and cash equivalents at beginning of year 454,320 117,795

Effect of foreign exchange rates, net (9,873) (687)

CASH AND CASH EQUIVALENTS AT THE END OF YEAR 110,192 454,320

ANALYSIS OF BALANCES OF CASH AND CASH

EQUIVALENTS

Cash and bank balances 25 75,343 294,967

Non-pledged time deposits with original maturity

of less than three months when acquired 34,849 159,353

110,192 454,320
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BALANCE SHEET
31 December 2008

Notes 2008 2007

RMB’000 RMB’000

NON-CURRENT ASSETS

Investments in subsidiaries 17 245,413 273,082

CURRENT ASSETS

Prepayments and other receivables 22 299 307

Due from subsidiaries 17 415,774 449,793

Financial assets at fair value through profit or loss 24 — 73,999

Cash and bank balances 25 46,879 28,152

Total current assets 462,952 552,251

CURRENT LIABILITIES

Other payables and accruals 27 1,909 4,432

NET CURRENT ASSETS 461,043 547,819

Net assets 706,456 820,901

EQUITY

Issued capital 28 67,993 68,136

Reserves 30(b) 638,463 702,415

Proposed final dividend 11 — 50,350

Total equity 706,456 820,901

Dai Guoliang Dai Guoyu

Director Director
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

1. CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands on 6 March 2007 as an exempted company with limited

liability under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman

Islands.

The registered office of the Company is located at Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman

KY1-1111, Cayman Islands. The principal place of business of the Company is located at Unit 2001, 20/F,

Grandtech Centre, 8 On Ping Street, Shatin, New Territories, Hong Kong. The principal activity of the Company is

investment holding. Details of the principal activities of the subsidiaries are set out in note 17 to the financial

statements. There were no significant changes in the nature of the Group’s principal activities during the year.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards

(“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards

(“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public Accountants (the

“HKICPA”), accounting principles generally accepted in Hong Kong and the disclosure requirements of Hong

Kong Companies Ordinance. They have been prepared under the historical cost convention, except for certain

available-for-sale investments and financial assets at fair value through profit or loss, which have been measured

at fair value. These financial statements are presented in Renminbi (the “RMB”) and all amounts are rounded to

the nearest thousand except where otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries

(collectively referred to as the “Group”) for the year ended 31 December 2008. 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. Income, expenses and unrealised gains and losses resulting

from intercompany transactions and intercompany balances within the Group are eliminated on consolidation in

full.
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

2.2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

The Group has adopted the following new interpretations and amendments to HKFRSs for the first time for the

current year’s financial statements.

HKAS 39 and HKFRS 7 Amendments to HKAS 39 Financial Instruments: Recognition

Amendments and Measurement and HKFRS 7 Financial Instruments:

Disclosures - Reclassification of Financial Assets

HK(IFRIC)-Int 11 HKFRS 2 – Group and Treasury Share Transactions

HK(IFRIC)-Int 12 Service Concession Agreements

HK(IFRIC)-Int 14 HKAS 19 – The Limit on a Defined Benefit Asset, Minimum

Funding Requirements and their Interaction

The adoption of these new interpretations and amendments has had no significant financial effect on these

financial statements and there have been no significant changes to the accounting policies applied in these

financial statements.

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following applicable new and revised HKFRSs, that have been issued but are not

yet effective, in these financial statements.

HKFRS 1 (Revised) First-time Adoption of Hong Kong Financial Reporting Standards 3

HKFRS 1 and HKAS 27 Amendments to HKFRS 1 First-time Adoption of HKFRSs and HKAS 27

Amendments Consolidated and Separate Financial Statements – Cost of an

Investment in a Subsidiary, Jointly Controlled Entity or Associate 1

HKFRS 2 Amendments Amendments to HKFRS 2 Share-based Payment – Vesting Conditions

and Cancellations 1

HKFRS 3 (Revised) Business Combinations 3

HKFRS 7 Amendments Amendments to HKFRS 7 Financial Instruments: Disclosures –

Improving Disclosures about Financial Instruments 1

HKFRS 8 Operating Segments 1

HKAS 1 (Revised) Presentation of Financial Statements 1

HKAS 23 (Revised) Borrowing Costs 1

HKAS 27 (Revised) Consolidated and Separate Financial Statements 3

HKAS 32 and HKAS 1 Amendments to HKAS 32 Financial Instruments: Presentation and

Amendments HKAS 1 Presentation of Financial Statements – Puttable Financial

Instruments and Obligations Arising on Liquidation 1
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS
(continued)

HKAS 39 Amendment Amendment to HKAS 39 Financial Instruments: Recognition and

Measurement – Eligible Hedged Items 3

HK(IFRIC)-Int 9 and Amendments to HK(IFRIC) - Int 9 Reassessment of Embedded

HKAS 39 Amendments Derivatives and HKAS 39 Financial Instruments: Recognition and

Measurement - Embedded Derivatives 2

HK(IFRIC)-Int 13 Customer Loyalty Programmes 4

HK(IFRIC)-Int 15 Agreements for the Construction of Real Estate 1

HK(IFRIC)-Int 16 Hedges of a Net Investment in a Foreign Operation 5

HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners 3

HK(IFRIC)-Int 18 Transfers of Assets from Customers 3

Apart from the above, the HKICPA has also issued Improvements to HKFRSs* which sets out amendments to a

number of HKFRSs primarily with a view to removing inconsistencies and clarifying wording. Except for the

amendment to HKFRS 5 which is effective for annual periods on or after 1 July 2009, other amendments are

effective for annual periods beginning on or after 1 January 2009 although there are separate transitional

provisions for each standard.

1 Effective for annual periods beginning on or after 1 January 2009
2 Effective for annual periods ending on or after 30 June 2009
3 Effective for annual periods beginning on or after 1 July 2009
4 Effective for annual periods beginning on or after 1 July 2008
5 Effective for annual periods beginning on or after 1 October 2008

* Improvements to HKFRSs contains amendments to HKFRS 5, HKFRS 7, HKAS 1, HKAS 8, HKAS 10, HKAS 16, HKAS

18, HKAS 19, HKAS 20, HKAS 23, HKAS 27, HKAS 28, HKAS 29, HKAS 31, HKAS 34, HKAS 36, HKAS 38, HKAS 39,

HKAS 40 and HKAS 41.

The Group is in the process of making an assessment of the impact of these new and revised HKFRSs upon

initial application. So far, it is expected that while the adoption of HKFRS 7 Amendments, HKFRS 8 and HKAS 1

(Revised), may result in new or amended disclosures, these new and revised HKFRSs are unlikely to have a

significant impact on the Group’s results of operations and financial position.
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating policies the Company controls, directly or indirectly, so as

to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s income statement to the extent of dividends received

and receivable. The Company’s investments in subsidiaries are stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the Group and other parties undertake an

economic activity. The joint venture operates as a separate entity in which the Group and the other parties have

an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint venture

parties, the duration of the joint venture and the basis on which the assets are to be realised upon its dissolution.

The profits and losses from the joint venture’s operations and any distributions of surplus assets are shared by

the venturers, either in proportion to their respective capital contributions, or in accordance with the terms of the

joint venture agreement.

A joint venture is treated as:

(a) a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint venture;

(b) a jointly-controlled entity, if the Group does not have unilateral control, but has joint control, directly or

indirectly, over the joint venture;

(c) an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly, generally

not less than 20% of the joint venture’s registered capital and is in a position to exercise significant

influence over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly or indirectly,

less than 20% of the joint venture’s registered capital and has neither joint control of, nor is in a position to

exercise significant influence over, the joint venture.
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Jointly-controlled entity

A jointly-controlled entity is a joint venture that is subject to joint control, resulting in none of the participating

parties having unilateral control over the economic activity of the jointly-controlled entity.

The Group’s interests in a jointly-controlled entity are stated in the consolidated balance sheet at the Group’s

share of net assets under the equity method of accounting, less any impairment losses. The Group’s share of the

post-acquisition results and reserves of the jointly-controlled entity is included in the consolidated income

statement and consolidated reserves, respectively. Unrealised gains and losses resulting from transactions

between the Group and its jointly-controlled entities are eliminated to the extent of the Group’s interests in the

jointly-controlled entity, except where unrealised losses provide evidence of an impairment of the asset

transferred. Goodwill arising from the acquisition of jointly-controlled entity, which was not previously eliminated

or recognised in the consolidated reserves, is included as part of the Group’s interests in jointly-controlled entity.

Goodwill

Goodwill arising on the acquisition of subsidiaries and jointly-controlled entities represents the excess of the cost

of the business combination over the Group’s interest in the net fair value of the acquirees’ identifiable assets

acquired, and liabilities and contingent liabilities assumed as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance sheet as an asset, initially measured at

cost and subsequently at cost less any accumulated impairment losses. In the case of jointly-controlled entities,

goodwill is included in the carrying amount thereof, rather than as a separately identified asset on the

consolidated balance sheet.

The carrying amount of goodwill is reviewed for impairment annually or more frequently if events or changes in

circumstances indicate that the carrying value may be impaired. For the purpose of impairment testing, goodwill

acquired in a business combination is, from the acquisition date, allocated to each of the Group’s cash-

generating units, or groups of cash-generating units, that are expected to benefit from the synergies of the

combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or groups

of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-

generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group

of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss

recognised for goodwill is not reversed in a subsequent period.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the operation

within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying

amount of the operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in

this circumstance is measured based on the relative values of the operation disposed of and the portion of the

cash-generating unit retained.
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than

inventories and financial assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount is

the higher of the asset’s or cash-generating unit’s value in use and its fair value less costs to sell, and is

determined for an individual asset, unless the asset does not generate cash inflows that are largely independent

of those from other assets or groups of assets, in which case, the recoverable amount is determined for the cash-

generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax

discount rate that reflects current market assessments of the time value of money and the risks specific to the

asset. An impairment loss is charged to the income statement in the period in which it arises in those expense

categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised

impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable

amount is estimated. A previously recognised impairment loss of an asset is reversed only if there has been a

change in the estimates used to determine the recoverable amount of that asset, but not to an amount higher

than the carrying amount that would have been determined (net of any depreciation/amortisation) had no

impairment loss been recognised for the asset in prior years. A reversal of such an impairment loss is credited to

the income statement in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more intermediaries, (i) controls, is controlled by, or is under

common control with, the Group; (ii) has an interest in the Group that gives it significant influence over the

Group; or (iii) has joint control over the Group;

(b) the party is a jointly-controlled entity;

(c) the party is a member of the key management personnel of the Group;

(d) the party is a close member of the family of any individual referred to in (a) or (c);

(e) the party is an entity that is controlled, jointly controlled or significantly influenced by or for which

significant voting power in such entity resides with, directly or indirectly, any individual referred to in (c) or

(d); or

(f) the party is a post-employment benefit plan for the benefit of the employees of the Group, or of any entity

that is a related party of the Group.
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

35. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The carrying amounts of each of the categories of financial instruments as at the balance sheet date are as

follows: (continued)

Group

2007

Financial assets

Financial assets

at fair value through

profit or loss - held Available-for-sale Loans and

for trading financial assets receivables Total

RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables — — 290,991 290,991

Financial assets included in

prepayments, deposits and other

receivables — — 633 633

Available-for-sale investments — 25,000 — 25,000

Financial assets at fair value

through profit or loss 73,999 — — 73,999

Pledged deposits — — 21,889 21,889

Cash and bank balances — — 454,320 454,320

73,999 25,000 767,833 866,832

Financial liabilities

Financial

liabilities at

amortised cost

RMB’000

Trade and bills payables 73,109

Financial liabilities included in other payables and accruals 10,318

83,427
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

35. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The carrying amounts of each of the categories of financial instruments as at the balance sheet date are as

follows: (continued)

Company

2008

Financial assets

Loans and

receivables

RMB’000

Financial assets included in prepayments and other receivables 21

Due from subsidiaries 415,774

Cash and bank balances 46,879

462,674

Financial liabilities

Financial

liabilities at

amortised cost

RMB’000

Financial liabilities included in other payables and accruals 38
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

35. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The carrying amounts of each of the categories of financial instruments as at the balance sheet date are as

follows: (continued)

Company

2007

Financial assets

Financial assets

at fair value through

profit or loss - held Loans and

for trading receivables Total

RMB’000 RMB’000 RMB’000

Financial assets included in prepayments

and other receivables — 307 307

Due from subsidiaries — 449,793 449,793

Financial assets at fair value through

profit or loss 73,999 — 73,999

Cash and bank balances — 28,152 28,152

73,999 478,252 552,251

Financial liabilities

Financial

liabilities at

amortised cost

RMB’000

Financial liabilities included in other payables 4,432
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NOTES TO FINANCIAL STATEMENTS
31 December 2008

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise time deposits and cash and bank balances. The main

purpose of these financial instruments is to raise finance for the Group’s operations. The Group has various other

financial assets and liabilities such as trade receivables and trade payables, which arise directly from its

operations.

The main risks arising from the Group’s financial instruments are foreign currency risk, credit risk and liquidity

risk. The Group is also influenced by commodity price risk. The board of directors reviews and agrees policies for

managing each of these risks and they are summarised below:

Foreign currency risk

The Group mainly operates in Mainland China with most of its transactions settled in RMB. The Group’s assets

and liabilities, and transactions arising from its operations are mainly denominated in RMB. The Group has not

used any forward contract or currency borrowing to hedge its exposure as foreign currency risk is considered

minimal.

Credit risk

The Group trades only with recognised and creditworthy customers. In addition, receivable balances are

monitored on an ongoing basis and the Group’s exposure to bad debts is not significant.

Since the Group trades only with recognised and creditworthy third parties, there is no requirement for collateral.

The credit risk of the Group’s other financial assets, which comprise an entrusted loan receivable, other

receivables, available-for-sale investments, financial assets at fair value through profit or loss, time deposits and

cash and bank balances, arise from default of the counterparty, with a maximum exposure equal to the carrying

amount of these instruments.
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36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk

The Group monitors its risk to a shortage of funds by considering the maturity of both its financial assets and

projected cash flows from operations. The Group’s objective is to maintain a balance between continuity of

funding and flexibility through use of bank and other borrowings to meet its working capital requirements.

The maturity profile of the Group’s financial liabilities as at the balance sheet date, based on the contractual

undiscounted payments, was as follows:

Group

2008

Less than

On demand 12 months Total

RMB’000 RMB’000 RMB’000

Trade and bills payables 2,303 100,054 102,357

Financial liabilities included in

other payables and accruals 47 706 753

2,350 100,760 103,110

Group

2007

Less than

On demand 12 months Total

RMB’000 RMB’000 RMB’000

Trade and bills payables 42,278 30,831 73,109

Financial liabilities included in

other payables and accruals 6,227 4,091 10,318

48,505 34,922 83,427

Company

2008 2007

On demand On demand

RMB’000 RMB’000

Financial liabilities included in other payables and accruals 38 4,432
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36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Commodity price risk

The major raw materials used in the production of the Group’s products include metal cables and various

electronic components. 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.

Capital management

The primary objectives of the Group’s capital management are to safeguard the Group’s ability to continue as a

going concern and to maintain healthy capital ratios in order to support its business and maximise shareholder’s

value.

The Group manages its capital structure and makes adjustments to it, in light of changes 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 to the objectives, policies or processes for managing capital during the years

ended 31 December 2008 and 2007.

The Group monitors capital using a gearing ratio, which is total debt divided by the total capital plus total debt.

Total debt includes trade and bills payables, and other payables and accruals. Capital includes equity attributable

to ordinary equity holders of the Company.

The Group’s gearing ratio as at the balance sheet date was as follows:

2008 2007

RMB’000 RMB’000

Trade and bills payables 102,357 73,109

Other payables and accruals 20,534 18,861

Total debt 122,891 91,970

Equity attributable to ordinary equity holders of the Company 1,030,593 974,664

Total capital plus total debt 1,153,484 1,066,634

Gearing ratio 10.7% 8.6%

37 APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 25 April 2009.




