90

Notes to Financial Statements

31 December 2009

13. PROPERTY, PLANT AND EQUIPMENT (continued)

Furniture,
fixtures
Plant and and office Motor  Construction
Buildings ~ machinery  equipment vehicles  in progress Total

Group HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
31 December 2008
At 31 December 2007 and at 1 January 2008:

Cost or valuation 157,419 183,471 77804 15,664 105 434463

Accumulated depreciation (1,677) (90,214) (39,525) (9,347) - (140,763)
Net carrying amount 155,742 93,257 38,279 6,317 105 293,700
At 1 January 2008, net of accumulated depreciation 155,742 93,257 38,279 6,317 105 293,700
Additions 1,165 68,246 14,133 3,387 5,762 92,693
Deficit on revaluation (2,030) - - - - (2,030)
Disposals - (316) (a,711) (156) - (2,183)
Depreciation provided during the year (6,942) (32,743) (12,822) (2,233) - (54,740)
Exchange realignment 13,210 2,076 1,713 359 7 17,365
At 31 December 2008, net of accumulated depreciation 161,145 130,520 39,592 7,674 5,874 344,805
At 31 December 2008:

Cost or valuation 162,990 257,158 91,162 18,930 5,874 536,114

Accumulated depreciation (1,845) (126,638) (51,570) (11,256) — (191,309)

Net carrying amount 161,145 130,520 39,592 7,674 5,874 344,805
Analysis of cost or valuation:

At cost 4116 257,158 91,162 18,930 5,874 377,240

At valuation 158,874 - - - - 158,874

162,990 257,158 91,162 18,930 5,874 536,114

The Group's leasehold land and buildings were revalued individually at the end of the reporting period, by LCH (Asia-Pacific)
Surveyors Limited, independent professionally qualified valuers, at an aggregate open market value of HK$221,371,000 or
RMB194,903,000 based on their existing use. Had these leasehold land and buildings been stated at cost less accumulated
depreciation, the amount would have been approximately HK$175,620,000 at the end of the reporting period. At 31 December
2009, the Group is in the process of obtaining the building ownership certificate for the new seven-storeyed factory located in
Guangzhou Economic and Technology Development District with fair value of approximately HK$62,583,000. A revaluation surplus
of HK$7,864,000, resulting from the above valuations, has been credited to other comprehensive income.
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13. PROPERTY, PLANT AND EQUIPMENT (continued)

The Group's buildings are situated in Mainland China and are held under the following lease terms:

2009 2008
Group HK$000 HK$'000

At valuation:
Long term leases 10,052 7,088
Medium term leases 211,319 151,786
221,371 158,874

At cost:
Medium term leases 4,116 4116
225,487 162,990
14. PREPAID LAND LEASE PAYMENTS

2009 2008
Group HK$'000 HK$'000
Carrying amount at 1 January 14,722 14,178
Recognized during the year (346) (346)
Exchange realignment - 890
Carrying amount at 31 December 14,376 14,722
Current portion included in prepayments, deposits and other receivables (346) (346)
Non-current portion 14,030 14,376

The leasehold land is held under a medium term lease and is situated in Mainland China.
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15. GOODWILL

2009 2008
Group HK$'000 HK$'000
Cost and net carrying amount at 1 January 29,187 30,110
Cost at 1 January, net of accumulated impairment 29,187 30,110
Disposal of a minority interest of a subsidiary (616) (923)
Cost and net carrying amount at 31 December 28,571 29,187

Impairment testing of goodwill

Goodwill acquired through business combinations has been allocated to the wireless telecommunications equipment cash-

generating units for impairment testing.

The recoverable amount of goodwill is determined based on a value in use calculation. The value in use calculation uses cash flow

projections based on financial budgets covering at least five-year period approved by management. The discount rate applied to the

cash flow projections is approximately 21%.

Management has determined the budgeted gross margins based on past performance and its expectation for market development.

The discount rate reflects specific risks relating to the relevant cash-generating units.

16. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Unrealized
profit arising
on consolidation

Group HK$'000
At 1 January 2008 68,997
Deferred tax credited to the income statement during the year (note 9) 26,327
Exchange realignment 4,677
At 31 December 2008 100,001
Deferred tax credited to the income statement during the year (note 9) 21,752
Exchange realignment 20
At 31 December 2009 121,773
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16. DEFERRED TAX (continued)
Deferred tax liabilities
Revaluation
of properties

Group HK$'000
At 1 January 2008 6,761
Deferred tax debited to equity during the year (913)
Exchange realignment 385
At 31 December 2008 6,233
Deferred tax credited to equity during the year 159
Exchange realignment (385)
At 31 December 2009 6,007

Annual Report 2009 93



Notes to Financial Statements

31 December 2009

17. INTANGIBLE ASSETS

Computer Golf Club
Software Membership Total

Group HK$'000 HK$°000 HK$°000
31 December 2009
Cost at 1 January 2009, net of accumulated amortization 7,999 - 7,999
Additions 1,735 1,114 2,849
Amortization provided during the year (2,719) = (2,719)
At 31 December 2009 7,015 1,114 8,129
At 31 December 2009:

Cost 28,251 1,114 29,365

Accumulated amortization (21,236) — (21,236)

Net carrying amount 7,015 1,114 8,129
31 December 2008
At 1 January 2008, net of accumulated amortization 7,124 — 7,124
Additions 4,059 — 4,059
Amortization provided during the year (3,620) - (3,620)
Exchange realignment 436 — 436
At 31 December 2008 7,999 — 7,999
At 31 December 2008 and at 1 January 2009:

Cost 26,520 = 26,520

Accumulated amortization (18,521) — (18,521)

Net carrying amount 7,999 — 7,999
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18. INTERESTS IN SUBSIDIARIES

2009 2008

Company HK$'000 HK$'000
Unlisted shares, at cost 375,027 380,101
Financial guarantees granted to subsidiaries (note 31) 14,104 5914
389,131 386,015

The amounts due from subsidiaries included in the Company’s current assets of HK$581,200,000 (2008: HK$401,200,000) are
unsecured, interest-free and are repayable on demand or within one year. The loan to the subsidiary of HK$127,237,000 (2008:
HK$170,455,000) is unsecured, interest-free and has no fixed terms of repayment. In the opinion of the Company's directors, these
advances are considered as quasi-equity loans to the subsidiaries. The carrying amounts of these amounts due from subsidiaries

approximate to their fair values.
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18. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the subsidiaries are as follows:

Principal activities

Nominal value Percentage
Place of of issued of equity
incorporation/ ordinary/  attributable
registration and registered to the Company
Company name operations _ share capital _ Direct Indirect
Comba Telecom Systems British Virgin US$100 100 =
Investments Limited Islands
Praises Holdings Limited British Virgin US$100 = 100
Islands
Comba Telecom Systems Limited Hong Kong HK$10,002 = 100
MMEBERGERAT
Comba Telecom Systems PRC/ HK$45,000,000 — 100
(Guangzhouy) Limited Mainland China
REBERS (BM)
BRAT*
Comba Telecom Technology PRC/ HK$65,000,000 — 100

(Guangzhou) Limited
REBERM (BM)
BRAE*

Comba Telecom Systems
(China) Limited
RIEBEFRR (FE)
BRAR*

Guangzhou Telink Telecom
Equipment Ltd.
BB E AR m A R A Al*

Mainland China

PRC/
Mainland China

PRC/
Mainland China

USD41,865,000

HK$1,000,000

= 100

= 100

Investment holding

Investment holding

Investment holding
and trading

Manufacture and sale of
wireless telecommunications
network enhancement system
equipment and provision of

related engineering services

Manufacture and sale of
wireless telecommunications
network enhancement system
equipment and provision of

related engineering services

Manufacture and sale of
wireless telecommunications
network enhancement system
equipment and provision of

related engineering services

Manufacture and sale of
wireless telecommunications
network enhancement system
equipment and provision of
related engineering services
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18. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the subsidiaries are as follows: (continued)

Nominal value Percentage
Place of of issued of equity
incorporation/ ordinary/ attributable to
registration and registered the Company

Company name operations __ share capital  Direct Indirect Principal activities

Comba Telecom Systems British Virgin US$1 = 100 Investment holding
International Limited Islands

Comba Telecom Systems Singapore SG$2 = 100 Provision of marketing

(Singapore) Pte. Ltd. services

Cascade Technology Limited British Virgin US$1 = 100 Investment holding
Islands

Wavelab Holdings Limited4 Cayman Islands US$1,000 — 55 Investment holding

Wavelab, Inc.4 State of Virginia/ No par value = 55 Research and development

United States of digital microwave system

of America equipment

WAVELAB GLOBAL, State of Virginia/ No par value = 55 Sale of digital microwave

Incorporated*4 United States system equipment
of America

Wavelab Asia Holdings Limited4 British Virgin US$1 — 55 Investment holding
Islands

Wavelab Telecom Equipment PRC/  US$3,400,000 — 55 Manufacture and sale of

(Guangzhou) Limited Mainland China digital microwave system

BRERERE (BM) equipment

BRAF]*A
Wavelab Software Technology PRC/ US$500,030 — 55 Provision of software

(Guangzhou) Limited
BERARE (BM)
AR A F]H*A

Mainland China

technology services
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18.

INTERESTS IN SUBSIDIARIES (continued)

Particulars of the subsidiaries are as follows: (continued)

Principal activities

Nominal value Percentage
Place of of issued of equity
incorporation/ ordinary/ attributable to
registration and registered the Company

Company name operations __ share capital _ Direct Indirect

Honour Mission Group Limited British Virgin US$1 = 100
Islands

Team Victory Limited British Virgin US$1 = 100
Islands

Telink Telecom Holdings Limited British Virgin US$1 = 100
Islands

Telink Telecom (China) Limited PRC/ HK$50,000,000 — 100
B (RE) BRAF* Mainland China

DigiLab Holdings Company Limited British Virgin US$1,000 — 63
Islands

DigiLab Company Limited PRC/  HK$7,100,000 — 63
BN S s = B A A R A &*Y Mainland China

Right Track Technology Limited British Virgin US$1 — 100
Islands

Comba Telecom Limited Hong Kong HK$2 — 100

Comba Telecom Co., Ltd. Thailand ~ THB2,000,000 — 100

Investment holding

Investment holding

Investment holding

Manufacture and sale of
wireless telecommunications
network enhancement
system equipment and
provision of related
engineering services

Investment holding

Manufacture and sale of
transmission equipment

Dormant

Trading of wireless
telecommunications network
enhancement system
equipment

Trading of wireless
telecommunications network
enhancement system
equipment
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18. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the subsidiaries are as follows: (continued)

Nominal value Percentage

Place of of issued of equity
incorporation/ ordinary/ attributable to
registration and registered the Company

Company name operations __ share capital _ Direct Indirect Principal activities

Comban Telecom Systems AB Sweden SEK100,000 = 100 Provision of marketing

services

Noblefield International Limited British Virgin US$1 = 100 Investment holding

Islands
Comba Telecom Inc. State of Delaware/ US$1 — 100 Research and development
United States and trading of wireless
of America telecommunications network
enhancement system
equipment

Comba Software Technology PRC/ HK$10,000,000 — 100 Provision of software
(Guangzhou) Limited Mainland China technology services
SEEARE (BM)

BRAF*

Comba Industria e Comércio Brazil BRL446,459 = 100 Production and assembling
de Equipamentos de and trading of wireless
Telecomunicacdes Ltda. telecommunications network
(formerly known as Comba enhancement system
Comercio de Equipamentos de equipment
Telecomunicacoes Ltda)

Guangzhou Tai Pu Wireless PRC/ RMBT1,000,000 - 100 Trading of wireless
Telecommunications Equipment ~ Mainland China telecommunications network
Limited enhancement system
B ZRE A A SR equipment and
BRAA* provision of related

engineering services

Wavelab Limited JFiEH IR /A 514 Hong Kong HK$1 = 55 Investrment holding
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18. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the subsidiaries are as follows: (continued)

Nominal value Percentage
Place of of issued of equity
incorporation/ ordinary/ attributable to
registration and registered the Company
Company name operations __ share capital _ Direct Indirect Principal activities
Comba Telecom Pakistan Pakistan PKR1,000,000 — 100 Dormant
(Private) Limited
Comba Telecom India Private India INR500,000 = 100 Trading of wireless
Limited* telecommunications
network enhancement
system equipment
Future Wireless Limited* Hong Kong HK$1 = 100 Dormant
Notes:
o These subsidiaries were set up during the year.
o These are wholly-foreign-owned enterprises under PRC law.
o On 16 July 2009, the Group effectively disposed 2% share of these subsidiaries to its employee for a cash consideration of HK$1.

v The strike-off of this subsidiary was completed on 10 September 2009.
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19. INVENTORIES

2009 2008
Group HK$'000 HK$'000
Raw materials 158,499 124,044
Project materials 111,427 88,691
Work in progress 129,954 120,234
Finished goods 263,923 221,446
Inventories on site 938,189 498,043
1,601,992 1,052,458
20. TRADE RECEIVABLES
2009 2008
Group HK$'000 HK$'000
Trade receivables 2,128,483 1,289,013
Impairment (16,152) (16,152)
2,112,331 1,272,861

The Group's trading terms with its customers are mainly on credit. The credit period is generally for a period of three months
and is extendable up to two years depending on the customer’s credit worthiness. The balance also include retention money of
approximately 10% to 20% of the total contract sum of each project, and is generally receivable after final certification of products
by customers, which would be performed six to twelve months after sale, or upon completion of the one to two years warranty
periods granted to customers. The credit terms for major customers are reviewed regularly by senior management. The Group seeks
to maintain strict control over its outstanding receivables and has a credit control department to minimize the credit risk. Overdue
balances are reviewed regularly by senior management.
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20. TRADE RECEIVABLES (continued)

An aged analysis of the trade receivables as at the end of the reporting period based on the invoice date, is as follows:

2009 2008
Group HK$'000 HK$'000
Within 3 months 1,213,439 660,816
4 to 6 months 287,330 149,900
7 to 12 months 326,793 186,478
More than 1 year 300,921 291,819
2,128,483 1,289,013
Impairment (16,152) (16,152)
2,112,331 1,272,861
The movements in the provision for impairment of trade receivables are as follow:
2009 2008
Group HK$'000 HK$'000
At 1 January 16,152 20,779
Impairment losses recognized - 17
Amount written off as uncollectible - (617)
Impairment losses reversed - (4,953)
Exchanged realignment = 926
16,152 16,152

The impaired trade receivables relate to customers who have not settled the sales invoices when they fall due and it is expected that

a portion of the receivables might not be recoverable. The Group does not hold any collateral or other credit enhancements over

these balances.
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20. TRADE RECEIVABLES (continued)

The aged analysis of the trade receivables that are not considered to be impaired is as follows:

2009 2008

Group HK$'000 HK$'000
Neither past due nor impaired 2,053,630 1,174,686
Less than 1 year past due 58,701 95,901
2,112,331 1,270,587

Receivables that were neither past due nor impaired relate to a large number of diversified customers for whom there was no recent

history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track record with

the Group. Based on past experience, the directors of the Company are of the opinion that no provision for impairment is necessary

in respect of these balances as there has not been a significant change in credit quality and the balances are still considered fully

recoverable. The Group does not hold any collateral or other credit enhancements over these balances.

21. NOTES RECEIVABLE

At 31 December 2009 and 31 December 2008, none of the notes receivables were endorsed or discounted.

All notes receivables of the Group are to be mature within six months.

22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Group Company
2009 2008 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000
Prepayments 88,171 29,726 132 39
Deposits 22,267 24,605 - =
Other receivables 93,770 67,488 - —
204,208 121,819 132 39

None of the above assets is either past due or impaired. The financial assets included in the above balances related to receivables

for which there were no recent history of default.
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23. CASH AND CASH EQUIVALENTS AND RESTRICTED BANK DEPOSITS

Group Company

2009 2008 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000
Cash and bank balances 1,120,957 467,133 430 78
Time deposits 41,455 6,291 25,000 —
1,162,412 473,424 25,430 78

Less:

Restricted bank deposits for

performance bonds (16,455) (5,258) - —
Cash and cash equivalents 1,145,957 468,166 25,430 78

At the end of the reporting period, the cash and bank balances of the Group denominated in Renminbi (“RMB") amounted to
approximately HK$1,027,595,000 (2008: HK$400,661,000). The RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other currencies through banks authorized to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. The bank balance and time deposits are deposited
with creditworthy banks with no recent history of default. The carrying amounts of the cash and cash equivalents and the time

deposits approximate to their fair values.

24. TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the end of the reporting period, based on the invoice date, is as follows:

2009 2008

Group HK$'000 HK$'000
Within 3 months 1,040,486 709,727
4 to 6 months 490,781 126,072
7 to 12 months 212,291 49,162
More than 1 year 32,463 37,747
1,776,021 922,708

The trade payables are non-interest bearing and are mainly settled for a period of three months and are extendable up to two years.
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25. OTHER PAYABLES AND ACCRUALS

Group Company
2009 2008 2009 2008
HK$°000 HK$'000 HK$'000 HK$'000
Accruals 207,258 134,951 2,182 3,209
Deposits received 165,916 115,280 - =
Other payables 338,730 150,640 20,018 3,581
711,904 400,871 22,200 6,790

Other payables are non-interest bearing and are mainly settled for a period of three months and are extendable up to two years.

26. INTEREST-BEARING BANK BORROWINGS

2009 2008

Group HK$'000 HK$'000
Analyzed into:

Within 1 year 90,835 47,494

In the second year 174,171 3,750

In the third year 174,171 —

439,177 51,244

All the bank loans at 31 December 2009 and 31 December 2008 were unsecured. Loans denominated in Hong Kong
dollars amounted to HK$3,750,000 (2008: HK$46,500,000) and loans denominated in United States dollars amounted to
HK$435,427,000 (2008: HK$4,744,000).

On 3 July 2009, Comba Telecom Systems Limited, an indirect subsidiary of the Company, entered into a United States dollar
term loan facility agreement (the “Facility Agreement”) with a group of financial institutions namely China Minsheng Banking
Corporation Limited, The Hongkong and Shanghai Banking Corporation Limited, China Merchants Bank Co., Ltd, Bank of Ayudhya
Public Company Limited, Bangkok Bank Public Company Limited, Cathay United Bank Co., Ltd, Xiamen International Bank, Hua Nan
Commercial Bank, Ltd, Chang Hwa Commercial Bank, Ltd, Taiwan Business Bank (collectively referred to as the “Lenders”) for a
facility up to a total of US$85,000,000.

On 2 September 2009, CITIC Ka Wah Bank Limited, Hang Seng Bank Limited and the Industrial Bank of Taiwan Co., Ltd. (collectively

referred to as the “Lenders”) signed an accession memorandum (the “Accession Memorandum”) to accede to the Facility
Agreement for an additional facility up to a total of US$15,000,000.

Annual Report 2009

105



Notes to Financial Statements

31 December 2009

26. INTEREST-BEARING BANK BORROWINGS (continued)

Subject to the terms and conditions of the Facility Agreement and the Accession Memorandum, the Lenders have committed to
make available to the Group a term loan facility up to a total of US$100,000,000 in aggregate. The facility matures in 36 months
from the signing date of the Facility Agreement.

The facility was granted for the purpose of financing the Group's capital expenditure, permanent working capital, 3G corporate

development and expansion into the international market.

Under the facility Agreement, there is a specific performance obligation that Mr. Fok Tung Ling and Mr. Zhang Yue Jun, the controlling
shareholders of the Company, shall maintain beneficial ownership in aggregate, directly or indirectly, of at least 40% of the shares
(of each class) of and equity interests in the Company free from any Security (as defined by the Facility Agreement). As at the date
of this report, such obligation has been complied with.

At as 31 December 2009, the Group has utilized the facility of US$56,180,000 (equivalent to HK$435,427,000).

All the bank loans bear interest at rates ranging from 1.10% to 4.56% (2008: from 1.05% to 6.57%) per annum.

The carrying amounts of the Group's borrowings approximate to its fair value.

27. PROVISIONS FOR PRODUCT WARRANTIES

2009 2008
Group HK$'000 HK$'000
At 1 January 28,531 40,066
Additional provisions 40,373 28,024
Amounts utilized during the year (29,382) (42,071)
Exchange realignment 11 2,512
At 31 December 39,533 28,531

The Group generally provides one to two years warranties to its customers on certain of its products, under which faulty products
are repaired or replaced. The amount of provisions is estimated based on sales volumes and past experience of the level of repairs
and returns. The estimation basis is reviewed on an ongoing basis and revised where appropriate. During the year, the provisions
for product warranties were not discounted as the effect of discounting was not material.
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28. SHARE CAPITAL

2009 2008
Shares HK$'000 HK$'000
Authorized:
5,000,000,000 (2008: 5,000,000,000) ordinary shares of HK$0.10 each 500,000 500,000
Issued and fully paid or credited as fully paid:
1,065,475,095 (2008: 847,351,500) ordinary shares of HK$0.10 each 106,547 84,735

During the year, the movements in share capital were as follows:

@

(b)

©

(d

Pursuant to the annual general meeting held on 2 June 2009, bonus issue of shares on the basis of one share for every ten
shares held was approved. 85,577,300 bonus shares were issued under the bonus issue and the amount of HK$8,558,000
was capitalized from the Company’s share premium account. The bonus shares were credited as fully paid and rank pari
passu with the then existing shares in all respects.

Pursuant to the extraordinary general meeting held on 9 October 2009, bonus issue of shares on the basis of one share
for every ten shares held was approved. 96,284,260 bonus shares were issued under the bonus issue and the amount of
HK$9,628,000 was capitalized from the Company's share premium account. The bonus shares were credited as fully paid
and rank pari passu with the then existing shares in all respects.

As a result of the bonus issues of shares mentioned above, in accordance with the terms of the share option scheme and
the supplementary guidance dated 5 September 2005 issued by the Stock Exchange regarding adjustment of share options
under rule 17.03(13) of the Listing Rules, the exercise price of and the number of shares falling to be allotted and issued
upon full exercise of the outstanding share options of the share option scheme have been adjusted (note 29).

The subscription rights attaching to 36,262,035 share options were exercised at the adjusted subscription prices of HK$0.578

to HK$3.925 per share (note 29), resulting in issue of 36,262,035 shares of HK$0.10 each for a total cash consideration,
before expenses of HK$82,178,000.
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28. SHARE CAPITAL (continued)

A summary of the transactions during the year with reference to the above movements in the Company's issued ordinary share
capital is as follows:

Share

premium
Number of Issued capital account Total
shares in issue HK$'000 HK$'000 HK$'000
At 1 January 2008 853,891,500 85,389 377,508 462,897
Share options exercised 1,476,000 148 4,069 4217
Repurchase of shares (8,016,000) (802) (7,431) (8,233)
At 31 December 2008 and 1 January 2009 847,351,500 84,735 374,146 458,881
Share options exercised 36,262,035 3,626 99,709 103,335
Bonus issues of shares 181,861,560 18,186 (18,186) —
At 31 December 2009 1,065,475,095 106,547 455,669 562,216

Share Options
Details of the Company’s share option scheme and the share options issued under the scheme are included in note 29 to the
financial statements.

29. SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's operations. Eligible participants of the Scheme include directors (including
independent non-executive directors), employees, holders of any securities, business or joint venture partners, contractors, agents
or representatives, persons or entities that provide research, development or technological support or any advisory, consultancy,
professional services for the business of the Group, investors, vendors, suppliers, developers or licensors and customers, licencees,
wholesalers, retailers, traders or distributors of goods or services of the Group, the Company’s controlling shareholders or companies
controlled by a Company's controlling shareholder. The Scheme became effective on 20 June 2003 and, unless otherwise cancelled
or amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 30% of the shares of the Company in issue at any time. The maximum number of shares issuable under
share options to each eligible participant in the Scheme within any 12-month period is limited to 19% of the shares of the Company
in issue at any time. Any further grant of share options in excess of this limit is subject to shareholders’ approval in a general meeting.
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29. SHARE OPTION SCHEME (continued)
Share options granted to a director, chief executive or substantial shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive directors. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the Company, or to any of their associates, in excess of 0.1% of the shares
of the Company in issue at any time or with an aggregate value (based on the price of the Company's shares at the date of grant)
in excess of HK$5 million, within any 12-month period, are subject to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days from the date of offer, upon payment of a nominal
consideration of HK$10 in total by the grantee. The exercise period of the share options granted is determinable by the directors,
and commences after a certain vesting period and ends on a date which is not later than 10 years from the date of offer of the share

options or the expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable by the directors, but may not be less than the higher of: (i) the average Stock
Exchange closing price of the Company's shares for the number of trading days which have elapsed from the Listing Date; and (i)
the offer price, if the option is granted in five business days (including the Listing Date) before the offer; or (i) the Stock Exchange
closing price of the Company’s shares on the date of offer of the share options; and (ii) the average Stock Exchange closing price
of the Company's shares for the five trading days immediately preceding the date of offer, if the option is granted in five business
days (including the Listing Date) after the offer.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings. The following share options
were outstanding under the Scheme during the year:

2009 2008
Weighted Weighted
average average
exercise price exercise price
of share Number of of share Number of
options* share options* options* share options
HK$ per share ‘000 HK$ per share '000
At 1 January 1.88 124,112 3.10 60,408
Granted during the year - - 1.46 58,000
Forfeited during the year 1.69 (1,140) 3.36 (1,903)
Exercised during the year 2.05 (40,180) 2.26 (1,476)
Expired during the year 3.24 (22,876) 2.25 (12,457)
At 31 December 1.26 59,916 2.28 102,572
3 The weighted average exercise price per share and number of options had been adjusted as a result of the bonus issues of shares approved on 2 June

2009 and 9 October 2009.

The weighted average share price at the date of exercise for share options exercised during the year was HK$5.39 (2008: HK$2.71).

Annual Report 2009

109



Notes to Financial Statements

31 December 2009

29. SHARE OPTION SCHEME (continued)

Number of share options Exercise
At1 Granted Adjusted Brercised Expired Forfeited At31 Date of grant Exercise  price of share
Name or category January during during during during during  December of share periodof  options**
of participant 2009 the year the year* the year the year the year 2009 options* share options  HKS per share
Directors
Mr. Tong Chak Wai, Wilson - 420,000 - - - 21 Jul 2008 21 Jul 2009~ 1.785
20 Jul 2011
- 210,000 = = = 4 Nov 2008 4 Nov 2009- 0578
3 Nov 2011
= 630,000 = = =
Mr. Wu Jiang Cheng = 403,000 (1,430,000 = = 21 Jul 2008 21 Jul 2009- 1.785
20 Jul 2011
= 462,000 = = = 4 Nov 2008 4 Nov 2009- 0578
3 Nov 2011
— 865000 (1,430,000) = =
Mr. Yan Ji Ci - 383,000 (1,000,000 - - 21 Jul 2008 21 Jul 2009~ 1.785
20 Jul 2011
- 420,000 - - - 4 Nov 2008 4 Nov 2009- 0578
3 Nov 2011
— 803,000 (1,000,000) = =
Mr. Zheng Guo Bao - 210,000 - - - 21 Jul 2008 21 Jul 2009~ 1.785
20 Jul 2011
Mr. Yeung Pui Sang, Simon - 200,000  (2,200,000) - - 7 Oct 2004 7 Nov 2004~ 3318
6 Oct 2009
= 420,000 = = = 22 Dec 2005 22 Dec 2006- 2.169
21 Dec 2010
= 315,000 = = = 21 Jul 2008 21 Jul 2009~ 1.785
20 Jul 2011
= 273,000 = = = 4 Nov 2008 4 Nov 2009~ 0578
3 Nov 2011

- 1208000  (2200,000) = =
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29. SHARE OPTION SCHEME (continued)

Number of share options Bxercise
At1 Granted Adjusted Exercised Expired Forfeited At 31 Date of grant Exercise price of share
Name or category January during during during during during  December of share period of options**
of participant 2009 the year the year* the year the year the year 2009 options* share options HK$ per share
Other employees
In aggregate 22,208,000 = —  (3,182000) (18906000)  (120,000) = 27May2004 27 May 2005 3925
26 May 2009
12,490,000 = 1,469,190  (8,643,205) = (35,750) © 5,280,235 22 Dec 2005 22 Dec 2006- 2.169
21 Dec 2010
5,874,000 - 468810  (5449,640) - (272,000 621,170 8 Mar 2007 8 Mar 2008- 2.380
7 Mar 2010
20,600,000 - 3381680 (9,740290) = (168,600) 14,072,790 21 Jul 2008 21 Jul 2009~ 1.785
20 Jul 2011
21,500,000 - 4483100 (4616900) = (409,900) 20,956,300 4 Nov 2008 4 Nov 2009- 0578
3 Nov 2011
82,672,000 - 9802780 (31,632,035) (18,906,000) (1,006,250) | 40,930,495
102,572,000 - 13518780 (36,262,035) (18,906,000) (1,006,250) | 59,916,495

*k

On 2 June 2009, the total number of ordinary shares falling to be allotted and issued upon full exercise of the subscription rights attaching to the then
outstanding 74,864,500 options granted under the Scheme was adjusted from 74,864,500 ordinary shares of HK$0.1 each to 82,350,950 ordinary
shares of HK$0.1 each, and the adjusted exercise prices of all outstanding options ranged from HK$0.636 (2008: HK$0.70) to HK$3.318 (2008:

HK$3.65) per ordinary share, both effective from 2 June 2009.

On 9 October 2009, the total number of ordinary shares falling to be allotted and issued upon full exercise of the subscription rights attaching to the then
outstanding 60,323,300 options granted under the Scheme was adjusted from 60,323,300 ordinary shares of HK$0.1 each to 66,355,630 ordinary
shares of HK$0.1 each, and the adjusted exercise prices of all outstanding options ranged from HK$0.578 (before 9 October 2009: HK$0.636) to

The options were adjusted as a result of the bonus issues of shares on the following dates:

HK$2.38 (before 9 October 2009: HK$2.618) per ordinary share, both effective from 9 October 2009.

The vesting period of the share options is from the date of grant until the commencement of the exercise period.

The weighted average closing price of the Company's share immediately before the exercise dates of the share options was HK$5.232.
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29. SHARE OPTION SCHEME (continued)

The exercise prices and exercise periods of the share options outstanding as at the end of the reporting period are as follows:

Number of share options

2009
Exercise price

of share options*

‘000 HK$ per share Exercise period
7,700 2.169 22 December 2006 to 21 December 2010
621 2.380 8 March 2008 to 7 March 2010
22,774 1.785 21 July 2009 to 20 July 2011
28,821 0.578 4 November 2009 to 3 November 2011
59,916
2008

Number of share options

Exercise price
of share options

‘000 HK$ per share Exercise period

22,208 3.925 27 May 2005 to 26 May 2009
2,000 3.65 7 November 2004 to 6 October 2009

14,490 2.625 22 December 2006 to 21 December 2010
5,874 2.88 8 March 2008 to 7 March 2010

30,000 2.16 21 July 2009 to 20 July 2011
28,000 0.70 4 November 2009 to 3 November 2011

102,572
e The exercise price of the share options is adjusted arising from the two bonus issues of shares approved on 2 June 2009 and 9 October 2009.

The 36,262,035 share options exercised during the year resulted in the issue of 36,262,035 ordinary shares of the Company and
new share capital of HK$3,626,000 and share premium of HK$99,709,000, as detailed in note 28 to the financial statements.

At the end of the reporting period, the Company had 59,916,495 share options outstanding under the Scheme. The exercise in

full of the remaining share options would, under the present capital structure of the Company, result in the issue of 59,916,495
additional ordinary shares of the Company and additional share capital of HK$5,992,000 and share premium of HK$69,498,000

(before issue expenses).

At the date of approval of these financial statements, the Company had 56,144,220 share options outstanding under the Scheme,

which represented approximately 5.3% of the Company's shares in issue as at that date.
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30. RESERVES
(@) Group
The amounts of the Group's reserves and the movements therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 48 and 49 of the financial statements.

Pursuant to the relevant laws and regulations of the PRC, a portion of the profits of the Group's subsidiaries which are
established in the PRC has been transferred to the statutory reserve which is restricted as to use.

(b) Company

Share
premium Contributed Share
Notes account surplus®  option reserve  Capital reserve  Retained profits Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2008 377,508 373,108 49227 = 18331 818,174
Total comprehensive income for the year - - - - 35,657 35,657
Issue of shares 28 4,069 - (888) - - 3,181
Repurchase of shares 28 (7,431) - - 762 (802) (7,47)
Equity-settled share option expenses - - 10,807 - - 10,807
Adjustment arising from lapse of
share options - - (621) - 621 -
Share options cancelled at expiry date - - (7,495) - 7495 -
Proposed final 2008 dividend 11 - - - - (59,315) (59,315)
At 31 December 2008 374,146 373,108 51,030 762 1,987 801,033
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30. RESERVES (continued)
(b) Company (continued)

Share
premium  Contributed Share
Notes account surplus* option reserve Capital reserve Retained profits Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

At 31 December 2008

Total comprehensive income for the year
Issue of shares 28
Issue of bonus shares 28
Equity-settled share option expenses
Adjustment arising from lapse of

share options
Share options cancelled at expiry date
Under-provision of final 2008 dividend
Interim 2009 dividend
Proposed final and special

2009 dividends 1

At 31 December 2009

< The Company's contributed surplus represents the excess of the fair value of the shares of the subsidiaries acquired pursuant to the group

reorganization, over the nominal value of the Company’s shares issued in exchange therefore. Under the Companies Law of the Cayman Islands,
a company may make distributions to its members out of the contributed surplus under certain circumstances.
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31. CONTINGENT LIABILITIES

At the end of the reporting period, contingent liabilities not provided for in the financial statements were as follows:

Group Company
2009 2008 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000
Guarantees given to banks in respect

of performance bonds 31,878 21,678 - =

Guarantees given to banks in connection
with facilities granted to subsidiaries = = 950,202 280,550
31,878 21,678 950,202 280,550

As at 31 December 2009, the banking facilities granted to the subsidiaries subject to guarantees given to the banks by the Company
were utilized to the extent of approximately HK$439,177,000 (2008: HK$51,244,000). The carrying amount of the financial
guarantee contracts recognized in the Company's Statement of Financial Position in accordance with the HKAS 39 and HKFRS 4
was HK$ 14,104,000 (2008: HK$5,914,000). The financial guarantee contracts were eliminated on consolidation.

32. OPERATING LEASE ARRANGEMENTS
As lessee
The Group leases certain of its office premises, warehouses, motor vehicles and staff dormitories under operating lease
arrangements. Leases for these properties are negotiated for terms ranging from one to ten years.

At 31 December 2009, the Group and the Company had total future minimum lease payments under non-cancellable operating

leases falling due as follows:

Group Company
2009 2008 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000
Within one year 29,315 25,185 - =
In the second to fifth years, inclusive 33,181 21,983 - —
After five years 15,941 18,606 — —
78,437 65,774 - =
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33. COMMITMENTS
In addition to the operating lease commitments detailed in note 32 above, the Group and the Company had the following capital
commitments for the procurement of production and office facilities at the end of the reporting period:

Group Company
2009 2008 2009 2008
HK$°000 HK$'000 HK$'000 HK$'000

Contracted, but not provided for:

Buildings 11,710 — - —
Plant and machinery 2,150 3,046 - —
Furniture and fixture 735 413 - —
Intangible assets = 418 - —
14,595 3,877 = =

34. RELATED PARTY TRANSACTIONS
(a) The group had no significant transactions with related party during the year and has no significant outstanding balances with
related parties as at the year end.

(b) Compensation of key management personnel of the Group:

2009 2008

HK$000 HK$'000

Short term employee benefits 19,810 17,020
Post-employment benefits 242 224
Equity-settled share option expense 3,966 2,358
Total compensation paid to key management personnel 24,018 19,602

Further details of directors’ emoluments are included in note 8 to the financial statements.
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35. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as follows:

Group 2009 2008
Loans and Loans and

receivables receivables

Financial assets HK$'000 HK$'000
Trade receivables 2,112,331 1,272,861
Notes receivable 34,801 35,467
Financial assets included in prepayments, deposits and other receivables (note 22) 116,037 92,093
Restricted bank deposits 16,455 5,258
Cash and cash equivalents 1,145,957 468,166
3,425,581 1,873,845

Group 2009 2008
Financial Financial

liabilities at liabilities at

amortized cost

amortized cost

Financial liabilities HK$'000 HK$'000
Trade and bills payables 1,776,021 922,708
Financial liabilities included in other payables and accruals (note 25) 338,730 150,640
Interest-bearing bank borrowings 439,177 51,244

2,553,928 1,124,592
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35. FINANCIAL INSTRUMENTS BY CATEGORY (continued)
The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as follows:
(continued)

Company 2009 2008
Financial assets HK$'000 HK$'000
Cash and cash equivalents 25,430 78
Company 2009 2008
Financial liabilities HK$'000 HK$'000
Financial liabilities included in other payables and accruals (note 25) 20,018 3,581
Financial guarantee contracts 14,104 5914

34,122 9,495

36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group's principal financial instruments comprise bank loans, cash and short term deposits. The main purpose of these financial
instruments is to provide 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.
It is, and has been throughout the year under review, the Group's policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Group's financial instruments are interest rate risk, foreign currency risk, credit risk and liquidity risk.
The board reviews and agrees policies for managing each of these risks and they are summarized below.
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36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Interest rate risk
The Group's exposure to the risk of changes in market interest rates relates primarily to the Group’s long term debt obligation with

floating rates.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible change in interest rate,
with all over variables held constant, of the Group's profit before tax and the Group's equity.

Increase/
(decrease) Increase/
Increase/ in profit (decrease)
(decrease) before tax in equity*
in basis points HK$'000 HK$'000
2009
United States dollars 50 (1,044) -
United States dollars (50) 1,044 —
2008
Hong Kong dollar 50 (19) —
Hong Kong dollar (50) 19 —
& Excluding retained profits

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from sales or purchases by operating units in currencies other
than the units’ functional currency. Approximately 3.4% (2008: 10.0%) of the Group's sales are denominated in currencies other
than the functional currency of the operating units making the sales, whilst almost 92.3% (2008: 95.0%) of costs are denominated

in the units’ functional currency.
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36. FINANCIAL RISK MANAGEMENT OBIJECTIVES AND POLICIES (continued)
Foreign currency risk (continued)
The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible change in the United
States dollars ("US$") exchange rate, with all over variables held constant, of the Group’s profit before tax (due to changes in the
fair value of monetary assets and liabilities) and the Group's equity.

Increase/
Increase/ (decrease) Increase/
(decrease) in profit (decrease)
in US$ rate before tax in equity*
% HK$000 HK$'000
2009
If Hong Kong dollar weakens against US$ 5 (18,277) -
If Hong Kong dollar strengthens against US$ (5) 18,277 —
2008
If Hong Kong dollar weakens against US$ 5 3,436 —
If Hong Kong dollar strengthens against US$ (5) (3,436) —
Y Excluding retained profits
Credit risk

With respect to credit risk arising from the other financial assets of the Group, which comprise cash and cash equivalents, and trade
receivables, the Group's exposure to credit risk arises from default of the counterparty, with a maximum exposure equal to the

carrying amount of these instruments.

In order to minimize the credit risk, the management of the Group has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews regularly the recoverable amount of each individual trade receivables to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard, the directors of the Company consider that the Group's credit
risk is minimal. The Group trades only with recognized and creditworthy third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification procedures. 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 recognized and creditworthy third parties, there is no requirement for collateral. Concentrations of
credit risk are managed by counterparty, by geographical region and by industry sector. At the end of the reporting period, the Group
has certain concentrations of credit risk as 39% (2008: 39%) and 90% (2008: 93%) of the Group's trade receivables were due
from the Group's largest customer and the five largest customers, respectively, within the PRC segment.
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36. FINANCIAL RISK MANAGEMENT OBIJECTIVES AND POLICIES (continued)
Credit risk (continued)
Further quantitative data in respect of the Group's exposure to credit risk arising from trade receivables are disclosed in note 20 to

the financial statements.

Liquidity risk
The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers the maturity of both
its financial instruments and financial assets (e.g., trade receivables) and projected cash flows from operations.

The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of bank borrowings and
other interest-bearing borrowings. In addition, banking facilities have been put in place for contingency purpose. The maturity profile
of the Group's financial liabilities as at the end of the reporting period, based on the contractual undiscounted payments, was as

follows:

2009
Within 1 year 1 to 5 years Total
Group HK$°000 HK$'000 HK$'000
Interest-bearing bank and other borrowings 90,835 348,342 439,177
Trade and bills payables 1,776,021 - 1,776,021
Other payables and accruals 711,904 — 711,904
2,578,760 348,342 2,927,102

2008
Within 1 year 1 to 5 years Total
Group HK$'000 HK$'000 HK$'000
Interest-bearing bank and other borrowings 47,494 3,750 51,244
Trade and bills payables 922,708 — 922,708
Other payables and accruals 400,871 — 400,871
1,371,073 3,750 1,374,823
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36. FINANCIAL RISK MANAGEMENT OBIJECTIVES AND POLICIES (continued)
Capital management
The primary objective of the Group's capital management is 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 shareholders’ value.

The Group manages its capital structure and makes adjustments to it, in the light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital requirements. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31 December 2009 and 31 December 2008.

The Group monitors capital using a gearing ratio, which is interest-bearing bank borrowings divided by the total assets. The gearing
ratios as at the dates of the Statement of Financial Position were as follows:

2009 2008
Group HK$"000 HK$'000
Interest-bearing bank borrowings 439,177 51,244
Total assets 5,725,107 3,452,397
Gross gearing ratio 7.7% 1.5 %

37. EVENT AFTER THE REPORTING PERIOD
The Board proposes to increase the share capital of the Company by capitalising the share premium of the Company, pursuant
to which bonus shares will be allotted and issued to the shareholders on the basis of 1 bonus share for every 10 ordinary shares
held by the shareholders. Based on a total of 1,065,475,095 shares in issue as at 31 December 2009, 106,547,510 bonus shares
will be issued by the Company. The share capital of the Company will increase from HK$106,547,000 to HK$117,202,000 upon

completion of the bonus issue.

The bonus issue and the increase in the Company's share capital are subject to the approval of the Company's shareholders at the

forthcoming annual general meeting.

38. COMPARATIVE AMOUNTS

During the year, certain comparative amounts have been adjusted to conform with the current year's presentation.

39. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorized for issue by the board of directors on 31 March 2010.
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A summary of the results and of the assets, liabilities and minority interests of the Group for the last five financial years, as extracted from

the published audited financial statements and restated/reclassified upon the adoption of the new and revised HKFRSs as appropriate, is

set out below:

Year ended 31 December

2009 2008 2007 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RESULTS
REVENUE 4,439,991 2,525,895 1,768,418 1,550,441 1,170,515
Cost of sales (2,758,068) (1,579,861) (1,087,161) (963,901) (696,189)
Gross profit 1,681,923 946,034 681,257 586,540 474,326
Other income and gains 38,807 19,083 23,766 11,799 8,851
Research and development costs (167,024) (132,253) (91,087) (76,267) (62,509)
Selling and distribution costs (234,153) (185,811) (134,953) (107,472) (86,955)
Administrative expenses (544,051) (370,112) (271,712) (243,942) (223,000)
Other expenses (10,171) (3,554) (1,534) (6,954) (3,454)
Finance costs (12,722) (13,405) (7,973) (15,918) (21,480)
PROFIT BEFORE TAX 752,609 259,982 197,764 147,786 85,779
Income tax expense (142,291) (27,493) (7,193) (16,561) (7,315)
PROFIT FOR THE YEAR 610,318 232,489 190,571 131,225 78,464
Attributable:
Owners of the parent 564,500 227,512 191,619 131,140 82,089
Minority interests 45,818 4,977 (1,048) 85 (3,625)
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Year ended 31 December

2009 2008 2007 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

ASSETS, LIABILITIES AND

MINORITY INTERESTS

TOTAL ASSETS 5,725,107 3,452,397 2,759,342 2,416,552 2,182,236
TOTAL LIABILITIES (3,131,992) (1,463,390) (1,054,392) (1,009,693) (986,921)
MINORITY INTERESTS (56,773) (14,468) (6,694) (7,742) (7,657)
2,536,342 1,974,539 1,698,256 1,399,117 1,187,658
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