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REMUNERATION COMMITTEE

The Company has not established a Remuneration Committee. The
Board is responsible for determining the Company’s policy on
remuneration of directors and reviewing all remuneration packages
of directors. The Company currently does not have any plan to set
up a Remuneration Committee considering the small size of the
Board.

In determining the remuneration of each Director, the Board looks
into individual competence and his/her contributions to the Company,
together with the benchmark of the similar executive positions in
the market.

NOMINATION OF DIRECTORS

The Board is responsible for considering the suitability of an
individual to act as a Director, and approving and terminating the
appointment of a Director. The Company has not established a
Nomination Committee. The Company currently does not have any
plans to set up a Nomination Committee considering the small size
of the Board.

The Chairman is responsible for identifying suitable candidates for
member of the Board when there is a vacancy or an additional
director is considered necessary. The Chairman proposes the
appointment of such candidates to each member of the Board for
consideration. Each member of the Board will review the
qualifications of the relevant candidates for determining the
suitability to the Group on the basis of his or her qualifications,

experiences and background.

During the year under review, the Chairman recommended three
candidates for the appointments to the Board. Each member of the
Board had reviewed the qualifications of these candidates and agreed

to their appointments.
LOOKING FORWARD

The Group will keep on reviewing its corporate governance standards
on a timely basis and the Board endeavors to take the necessary

actions to ensure the compliance with the provisions of the Code on

Corporate Governance Practices introduced by the Stock Exchange.
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TEERERE
MEETINGS ATTENDANCE ERHERLE
Board Audit Committee
g EREESE
Number of Meetings BERY 6 5
Executive directors HITES
Mr. Liu Xin ZFEE 6 N/A
T A
Mr. Liu Jun 215k L 6 N/A
TE A
Professor Wang Xue Zhi TEEIR 6 N/A
I3 A
Non-executive director FHITES
Ms. Liu Yong BlEL+ 4 N/A
TE A
Ms. Xu Xin, Kathy Wt - -
(resigned on 4 February 2005) (R-—_ZZTRFE-ARHBD)
Independent non-executive directors BAFHITES
Mr. Zhang Xiao Yu SRNE A 4 5
Professor Hu Zi Zheng [l 65 4 5
Mr. Yim Hing Wah BEELE 4 5
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CONFIRMATION OF INDEPENDENCE OF INEDS

The Company had received from each of the INEDs an annual
confirmation of his independence. The Company considered all of
the INEDs are independent.

CONFIRMATION OF COMPLIANCE WITH MODEL
CODE

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers [the "Model Code”) as
setoutin 5.48t0 5.67 of the GEM Listing Rules as the code of conduct
regarding Directors’ securities transactions. The Directors have
confirmed, following specific inquiry by the Company that they have
complied with the required standard set out in the Model Code during
the year under review.

AUDITORS’ REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor, including whether such
non-audit functions could lead to any potential material adverse
effect on the Company. During the year under review, the Group is
required to pay an aggregate of approximately RMB1,540,000 to the
external auditors for their services including audit and non-audit
services.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR ACCOUNTS
The Directors’ responsibilities for the accounts and the

responsibilities of the external auditors to the shareholders are set
out on page 38.
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Report of the Directors

EETHEE

The Directors present their annual report and the audited financial
statements of the Company for the year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The Company is engaged in the provision of products and services
serving the automotive aftermarket and the automobile industry in
the PRC and certain overseas countries. The principal activities of
its subsidiaries are set out in note 18 to the financial statements.

RESULTS AND APPROPRIATIONS

Details of the results of the Group and appropriations of the Company
for the year are set out in the consolidated income statement and
consolidated statement of changes in equity on page 40 and page 45
respectively and the accompanying note 32 to the financial
statements.

The Directors recommend the payment of a final dividend of RMB3.5
cents per Share to the shareholders on the register of members on
30 June 2005 amounting to RMB20 million and the retention of the
remaining profit for the year of approximately RMB17 million.

SHARE CAPITAL

No movement during the year in the registered and issued share
capital of the Company.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group expended an aggregate of approximately
RMB17 million on property, plant and equipment. Details of these
and other movements in the property, plant and equipment of the
Group and the Company during the year are set out in note 15 to the

financial statements.
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DIRECTORS AND SUPERVISORS

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

Executive directors:

Mr. Liu Xin (Chairman]

Mr. Liu Jun (Chief Executive Officer]
Professor Wang Xue Zhi

Non-executive directors:
Ms. Liu Yong
Ms. Xu Xin, Kathy

Independent non-executive directors:
Mr. Zhang Xiao Yu

Professor Hu Zi Zheng

Mr. Yim Hing Wah

Supervisors:
Ms. Hou Wen Tao
Mr. Guo Jian Yuan
Mr. Wang Xi Lin

All Directors and Supervisors have entered into service contracts
with the Company, for a term of three years.

In accordance with the provisions of the Company’'s Articles of
Association, the term of office of the Directors shall be three years
commencing from the date of appointment or re-election and
renewable upon re-appointment or re-election. In accordance with
the provisions of the Company’s Articles of Association and the PRC
Company Law, the term of office of supervisors shall also be three
years and renewable upon re-appointment or re-election.

None of the Directors or Supervisors has a service contract with the
Company which is not determinable by the Company within one year
with payment of compensation, other than statutory compensation.
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Notes to the Financial Statements

B RS ERAR B RE

for the year ended 31 December 2005

BE-FTRF+_AS T+ HILFR

4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4,

B BREEE (&)

4.3

4.4

Subsidiaries (Continued)

Inter-company transactions, balances and unrealised
gains on transactions between Group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are
carried at cost less impairment loss. The results of
the subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the
balance sheet date.

Goodwill

Goodwill arising on acquisition prior to 1 January 2005

Goodwill represents the excess of the cost of an
acquisition over the Group’s interest in the fair value
of identifiable assets and liabilities of the relevant
subsidiaries at the date of acquisition. Goodwill is
tested for impairment annually and whenever there is
indication that the cash generating unit to which the
goodwill relates becomes impaired. On subsequent
disposal of subsidiaries, the attributable amount of
goodwill capitalised is included in the determination

of the amount of gain or loss on disposal.
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Notes to the Financial Statements

B RS ERAR B EE

for the year ended 31 December 2005

HE-_ZZTHhFE+-_A=1+—HILFE

4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4. EEBEREIE ()

4.5 Research and development expenditure
Expenditure on research activities is recognised as an

expense as incurred.

Costs incurred on development projects whereby
research findings or other knowledge are applied to a
plan or design for the production of new or substantially
improved products and processes are recognised as
intangible assets, provided that they meet the following

recognition requirements :

(il demonstration of technical feasibility of the
prospective product for internal use or sale;

(i)  the intangible asset will generate probable
economic benefits through internal use or sale;

(i) sufficient technical, financial and other
resources are available for completion; and

(iv)  the intangible asset can be reliably measured.

The development costs capitalised, which include cost
of materials and direct labour, are amortised on a
straight line basis over the estimated useful lives of
10 years of the products or processes from the date of
commencement of commercial operation. Other
development costs are recognised as an expense in

the period as incurred.

Capitalised development costs are stated at cost less
accumulated amortisation and impairment losses
subject to impairment testing as described below in
note 4.7.
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Notes to the Financial Statements

B RS ERAR B RE

for the year ended 31 December 2005

BE-FTRF+_AS T+ HILFR

4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4,

B BREEE (&)

4.6

Property, plant and equipment

Property, plant and equipment other than construction
in progress are stated at cost less accumulated
depreciation and impairment losses. Construction in
progress will not be depreciated until it is put into use
and accordingly is stated at cost less accumulated
impairment losses.

Depreciation is provided to write off the cost of property,
plant and equipment, other than construction in
progress, over their estimated useful lives, taking into
account their estimated residual value and using the
straight line method, at the following rates per annum :

Buildings 5%
Leasehold improvements 20%
Mould and equipment 10% - 20%
Motor vehicles 20%

The gain or loss arising on the disposal is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the
income statement.

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

which they are incurred.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.
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Notes to the Financial Statements

B RS ERAR B EE

for the year ended 31 December 2005

BE-FTRF+-A=+—HIFE

4. SUMMARY OF ACCOUNTING POLICIES 4 EIBEREE (@)
(Continued)
4.7 Impairment testing of assets 4.7 E{ERE

The Group's goodwill, development costs and property,
plant and equipment and the Company’s investments
in subsidiaries are subject to impairment testing.

For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units). As a result, some assets are tested individually
for impairment and some are tested at cash-
generating unit level. Goodwill in particular is allocated
to those cash-generating units that are expected to
benefit from synergies of the related business
combination and represent the lowest level within the
Group at which management controls the related cash

flows.

Individual assets or cash-generating units that include
goodwill and other intangible assets which are not yet
available for use are tested for impairment at least
annually. All other individual assets or cash-generating
units are tested for impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable.

An impairment loss is recognised for the amount by
which the asset’s or cash-generating unit's carrying
amount exceeds its recoverable amount. The
recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell and value in use,
based on an internal discounted cash flow evaluation.
Impairment losses recognised for cash-generating
units, to which goodwill has been allocated, are credited
initially to the carrying amount of goodwill. Any
remaining impairment loss is charged pro rata to the
other assets in the cash generating unit. An impairment
loss on goodwill is not reversed in subsequent periods.
In respect of other assets, an impairment loss is
reversed if there has been a change in the estimates
used to determine the asset’s recoverable amount and
only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been
determined, net of depreciation, if no impairment loss

had been recognised.
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B RS ERAR B RE

for the year ended 31 December 2005

BE-FTRF+_AS T+ HILFR

4. SUMMARY OF ACCOUNTING POLICIES 4. & BERHSE @

(Continued)

4.8 Inventories 48 #®EH
Inventories comprise raw materials, supplies and GFEBERM  #HEQRAEREEY - K
purchased goods. Cost is determined using weighted RNEAMETEEETE - MEEIIZ
average method and in the case of work in progress Ekm - MIBERBESEENEERA
and finished goods, include all expenses directly %‘%ﬁiﬁﬁZFﬁﬁﬁfﬂS‘i  REBAEEREE
attributable to the manufacturing process as well as RZEEHMs - FENEE BIRKARER]
appropriate proportion of related production fﬁ@@Zfﬁ%ﬁ‘ﬁE"—IHEE@TEF%H
overheads, based on normal operating capacity. BEBHR 2 G HEEREMEREER
Financing costs are not taken into consideration. At X °
the balance sheet date, inventories are carried at the
lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary
course of business less any applicable selling
expenses.

4.9 Cash and cash equivalents L9 BERESEEY
Cash and cash equivalents include cash at bank and Re RBLEBMEEFHNERITRFH
in hand as well as bank deposit. Re - ARERITER o

4.10 Accounting for income taxes 410 R8BIz | A%

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the periods to which they relate, based
on the taxable profit for the year. All changes to current
tax assets or liabilities are recognised as a component

of tax expense in the income statement.

Deferred tax is calculated using the liability method
on temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax
bases. Deferred tax assets are generally recognised
for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent that
it is probable that taxable profit will be available against
which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.
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4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4. EEBEREIE ()

4.10

4.1

412

Accounting for income taxes (Continued)
Deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or from
initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or
loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the
liability is settled or the asset realised, provided they
are enacted or substantively enacted at the balance
sheet date.

Changes in deferred tax assets or liabilities are
recognised as a component of tax expense in the
income statement.

Borrowing costs
Borrowing costs on bank loans are expensed as

incurred.

Foreign currency translation

The consolidated financial statements are presented
in Renminbi ("RMB”), which is also the functional
currency of the Company.
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4. SUMMARY OF ACCOUNTING POLICIES 4. EHBEME @
(Continued)
4.12 Foreign currency translation (Continued) 4,12 JNEBRE (&)

413

In the separate financial statements of the
consolidated entities, foreign currency transactions are
translated into the functional currency of the individual
entity using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities
denominated in foreign currencies at year-end
exchange rates are recognised in the income

statement.

In the consolidated financial statements, all separate
financial statements of subsidiaries originally
presented in a currency different from the Group's
presentation currency, have been converted into
Renminbi. Assets and liabilities have been translated
into Renminbi at the closing rate at the balance sheet
date. Income and expenses have been converted into
the Group's presentation currency at the average rates
over the reporting period. Any differences arising from
this procedure have been charged/(credited) to the
currency translation reserve in equity. Goodwill and fair
value adjustments arising on the acquisition of a
foreign entity have been treated as assets and liabilities
of the foreign entity and translated into Renminbi at

the closing rate.

Leases

The economic ownership of a leased asset is
transferred to the lessee if the lessee bears
substantially all the risks and rewards related to the
ownership of the leased asset. The related asset is
recognised at the time of inception of the lease at the
present value of the lease payments plus incidental
payment, if any, to be borne by the lessee. A
corresponding amount is recognised as a finance lease
liability, irrespective or whether some of these lease
payments are payable up-front at the date of inception

of the lease.
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4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4. EEBEREIE ()

413

4.14

4.15

Leases (Continued)

Subsequent accounting for assets held under finance
lease agreement, ie depreciation methods and useful
lives correspond to those applied to comparable
acquired assets. The corresponding finance lease
liability is reduced by lease payments less finance
charges, which are expensed to finance costs.

All other leases are treated as operating lease
agreements. Operating lease payments are recognised
as an expense on a straight-Lline basis. Affiliated costs,
such as maintenance and insurance, are expensed as
incurred.

Pension cost

The employees of the Company and its subsidiary
which operate in PRC are required to participate in a
central pension scheme operated by the local
municipal government. This subsidiary is required to
contribute 8.0% to 22.5% of its payroll costs to the
central pension scheme. The contributions are charged
to the income statement as they become payable in
accordance with the rules of the central pension
scheme.

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

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

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

(b)  the party is an associate;

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

(d)  the party is a member of the key management
personnel of the Group or its parent;

4.13

414

4.15

HE @)
REREHEGRFENEERAAEL
B B EE 2 AT E AR AIER
FHEERAR - HEZREHEAES
RS ERR ZHENK - XRE
BERAFIER o

P EMEESGIER LB EHEEE
KREHSNRIREREERRFX - #E
RRBEREERREERSIERX

ERERA

AR RERPBREKEEZHBARZE
8 - AZHmi ) MRFMERE 2R RIE
REEHE] - B A RARHRREARSE
BIAETERARZ8.0%E22.5% 5K - 4
B IE R IR NS 518 2 37 Bl B IR
Wi R kR o

BREAL
IATALTHRRAEEBREAL

(a) BE—RZETNER ZHEEX
I (i) EHIARR, REE - Hh
AREAREEES] - REAREF],S
REBZEHEES (i) RAKE
e - MxEsr] EHHEAE
BITEEARTES + X (i) HAKE
A KR

(b) A/ —BBMBAL
() BAR—HEEHIEERE

(d  ZHAREERESAREREEA
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4. SUMMARY OF ACCOUNTING POLICIES 4, EIBERE (@)

(Continued)
4.15 Related parties (Continued) 415 BEAEA T (@)
(e)  the partyis a close member of the family of any le)  #%7 Ala)=k(d)BFTALEMRERIA +
individual referred to in (a) or (d]; or i
(fl  the party is an entity that is controlled, jointly (f)  #&75 &ld)sk(e) BATAUEMRERIA +
controlled or significantly influenced by or for FRE#E sk - HEEHIS AT E AT
which significant voting power in such entity FEATEN  IRNZEBEEEXR
resides with, directly or indirectly, any individual WERE Bk

referred to in (d) or (e); or

(g) the party is a post-employment benefit plan for lg) ZARAEBENEBAEEFHEEAL
the benefit of employees of the Group, or of any ZERERARESRN MR ERE
entity that is a related party of the Group. BAIFTEIRCE -

4.16 Income recognition 416 WAFER

Revenue comprises the fair value for the sale of goods W BIEHEEm R R 2 ATE - 1k

and services, net of rebates and discounts and after [E] 858 % Hr 0 30 45 £ &< (B ) 12 B[ 2 8

eliminated sales within the Group. Revenue is 8 o WEIRIA T 5 SRR ¢

recognised as follows :

Sales of goods are recognised when goods are EmHERNEmERTA RS R
delivered and title has passed. RARR ©

Revenue from the sale of software systems is HE B RGPS 2 Was TR s Rt
recognised when the software system has been ERTE - MEFPERKE GRS ER
delivered and installed and the customer has examined ABR o

and accepted the software system.

Revenue from technical services is recognised when T AR s Uit e A FR AL PR 75 PR SRR ©
services are rendered.

Interest income is accrued on a time basis, by reference FEBWATIZEREEAS LERAZ BX
to the principal outstanding and at the interest rate ZHREH -
applicable.
4.17 Share capital 417 BB
Ordinary shares are classified as equity. Share capital B AR ER AR AR o RAAB BITIRMHE 63
is determined using the nominal value of shares that BEE °

have been issued.
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4. SUMMARY OF ACCOUNTING POLICIES 4, I BEBE @)

(Continued)

4.18 Financial assets 418 TREE
The Group's classifies its financial assets, into the AEEKAESREERATERNSR - &
following categories: loans and receivables and FREWHRBERAIHEEZ CREE ° ©
available-for-sale financial assets. Financial assets are MEERERERGRERE - BFEA
assigned to the different categories by management CRMEEZBN  SREEREISATR
on initial recognition, depending on the purpose for Rl o J‘E/\‘“Eﬁiﬁﬂi%ﬁﬁﬁﬁﬁﬂﬁﬁz
which the financial assets were acquired. The BE  BEEDHEAGHEE -

designation of financial assets is re-evaluated at every
reporting date at which a choice of classification or

accounting treatment is available

li) Available-for-sale financial assets ] AIEHEEREE
Available-for-sale financial assets include non- AN ESRMEEREITESRE
derivative financial assets that are either B ERREES ALERSARFEE
designated to this category or do not qualify for BEAEREMBARIERMEE - RIES
inclusion in any of the other categories of financial BHRE - NULBRIZ e eREEYF
assets. All financial assets within this category are BRATE®ER  MARKEAFEET
initially recognised at fair value and subsequently & MEBARRATSTES 2 E[
measured at fair value, unless otherwise disclosed, BB RTER ©

with changes in value recognised in equity, net of

any effects arising from income taxes.

Upon disposal, the cumulative gain or loss E’\ﬁ%ET T NAE B R 2 251K
previously recognised in equity is transferred to W EEAER - ERIHEEERE
profit or loss. When a decline in the fair value of an EZATET®E BN ER R

available-for-sale financial asset has been WERBSRETEEDRE - BIfES
recognised directly in equity and there is objective BB EWARTEER - MR ZIR &
evidence that the asset is impaired, the cumulative PMERHER o LAE R E R R AR T
loss that had been recognised directly in equity is B REBERNEZPBFRTERE -

removed from equity and recognised in profit or
loss even though the financial asset has not been
derecognised. Impairment losses previously
recognised in the income statement on equity

instruments will not reverse in subsequent period.
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4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4,

B BREEE (&)

4.18 Financial assets (Continued)

(i} Available-for-sale financial assets (Continued)]

(i)

For available-for-sale equity investments that do
not have a quoted market price in an active market
and whose fair value cannot be reliably measured
and derivatives that are linked to and must be
settled by delivery of such unquoted equity
instruments, they are measured at cost less any
identified impairment losses at each balance sheet
date subsequent to initial recognition. An
impairment loss is recognised in income statement
when there is objective evidence that the asset is
impaired. The amount of the impairment loss is
measured as the difference between the carrying
amount of the asset and the present value of the
estimated future cash flows discounted at the
current market rate of return for a similar financial
asset. Such impairment loss will not reverse in

subsequent periods.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables are initially recognised at fair value and
subsequently measured at amortised cost using
the effective interest method, less any impairment
losses. Any changed in their value are recognised
in income statement.

Loan and receivables are provided against when
objective evidence is received that the Group will
not be able to collect all amounts due to it in
accordance with the original terms of the
receivables. The amount of the write-down is
determined as the difference between the asset’s
carrying amount and the present value of estimated

future cash flows.

418 TRMEE ()

i)

(i)

AHHEEREE (B

LA EZBRAREMS @ WML EE
Bm5 2 MERE - MEAFEERE

AISERtE R EZEIE FTRAT AGR
WEARNZETA 2 AREE 2 T4
TA - AIR[#HHE 2 RAER R E
Rtz ZE#EE BIREANERERE B
PIRERBIEH - A BEERREE
BE - AREEENRGERER o B
BEEEERE EREERERAUSR
ﬁFZﬁﬁﬁ%@ﬁ%ﬁﬁﬁﬁimﬁ
EmEZRERZ EZEAE - ZSRE
EE TR L B ED -

B FEUGR

ER R ENE EﬁWmIE&TEEH
mAZZﬁF@Iétligé CRNEE  AWEER
RIS EWRE - ERREWGRIEYS
Eﬁ?@ﬁw MEZRAERF S
ﬁ Z%%W$ ﬁ&1ﬁﬁ%%ﬂ

i F B RE A A SR R BE AR PR MR IR 2
RAGFREREZ FIEZA - QAR
F MG R - MR Z 288
BERMERGFARIGRSREZTE
ZER
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4. SUMMARY OF ACCOUNTING POLICIES
(Continued)

4. EEBEREIE ()

419

4.20

Financial liabilities
The Group's financial liabilities include bank loans,
trade and other payables and bills payable.

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of the
instrument. All interest related charges are recognised
as an expense in “finance cost” in the income

statement.

Borrowings are recognised initially at fair value, net
of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds [net of transaction costs) and
the redemption value is recognised in the income
statement over the period of the borrowings using the
effective interest method.

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

the balance sheet date.

Trade payables are recognised initially at their fair value
and subsequently measured at amortised cost, using
the effective interest rate method.

Segment reporting

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

In respect of geographical segment reporting, sales
are based on the countries in which the customers are
located and total assets and capital expenditure are
based on where the assets are located.

419

4.20

TRAE
AEBZERMABRRERITER  BHK
HiENRARENRRE -

ERMBEIRAREZ2ETYTAEOW
A RER - PTE M BB IR SR
2B ER] HRA/FAX o

EENTRATFEHBREEEZRZK
)R o BEERIZDEERAIIE : 7
BFR (HREEEZ R HRA) BELIE
B EAZBEEREERNSEREEHRE
RS RIER o

tEEIRRBEE - BRIFAKEA BT
BIETEEABCHREEERRED
TfEA -

BIENFRVL I E N FERER - B
BERBERMNIRIZE AT E -

pag Lk
BRAEE 2 AR BRRTA - AEE
REAEBDBETERRVA - 2D
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5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

EEGHAR R

Estimates are continually evaluated and are based on

historical experiences and other factors, including

expectations of future events that are believed to be

reasonable under the circumstances.

5.1

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

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expenses.
These estimates are based on the current market
condition and the historical experience of selling
products of similar nature. It could change significantly
as a result of competitor actions in response to severe
industry cycles. Management will reassess the
estimations at the balance sheet date.

Impairment of trade receivables

The Group’'s management determines the provision for
impairment of trade receivables. This estimate is based
on the credit history of its customers and the current
market condition. Management reassess the provision
on each of the balance sheet dates.

AR E  LRBBEERRALEE (B
A BIER THEAA 2 SR AF (2T
TR -

5.1

ERETHhE R A
AEBBARKAEH R RERE - HIEEFT
BHEHETATEAINEEERER -
UATmtERAEEARBREHEELR
B2 AREER MMEM BEEE B IREAFHE
ZAEET R MR ©

BEZAREFE
TP A REHE T B RSB Y
(BT - RS R A R E R -
ZEHH AR AR GEREES
BECRATELET  TARSFHFE
PRI 2 1T B R 2 (B TR
& - SR BN GE B BT ERI
i o

g 5 IR IERE

REE 2 ERERE TR HE 5 EWGR
BE - AR DRRETFZEEEER
BITHAMETE - ERESENEE BTG
B -
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5.

THFTZA=+—HIEFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

EERETHET R &)

5.2 Criteria judgments in applying the entity’s

accounting policies

Research and development activities

Careful judgment by the Group’'s management is
applied when deciding whether the recognition
requirements for development costs have been met.
This is necessary as the economic success of any
product development is uncertain and may be subject
to future technical problems at the time of recognition.
Judgments are based on the best information available

5.2

e FA B B8 & B B R 2 2E R ) R

R
AEBEEENAEREERRENAHE
RRERERFAAE - ARNEFAERR
B2 BB RARRERETE » RN TERR 2 BT
BER BN AR AM A A - BB E  #
BN BEAE B REATERH 2 REEM
R o 5N - BREFEINER 2B NER
ABREIANEEEIREMES -

at each balance sheet date. In addition, all internal
activities related to the research and developments of
new products are continuously monitored by the
Group's management.

6. REVENUE, OTHER OPERATING INCOME AND 6. i3+ HtRBWARSEER

SEGMENT INFORMATION

2005 2004
—ETHF —ETE
RMB’000 RMB'000
AR¥T ARETT
Revenue & 342,586 277,627

Other operating income Hotn g A
Bank interest income RITFIE 1,681
VAT refund* IBERRT 18,679
Gain on disposal of subsidiaries o B8 A Bl e =
Non-refundable government subsidies BT RERL =
Others Eh 1,032
21,392

W MAVEE 2 2 R L ERmREIF R
98 B G AR AS PR B MR 2 FRORDF AR ©

Revenue, which is also the Group’s turnover, represents the
net amount received and receivable for goods and software
68 systems sold and services rendered.

*VAT refund relating to sales of certain products during the
period from 1 July 2004 to 30 November 2005 (Year 2004: from
1 January 2003 to 30 June 2004) was approved and paid by

REFERSEN _ETOFLA-—HE-Z
EAF+—A=TE(CETONFE : —FFT=
F-A—HE_ZETMFERA=TH) BHEZE
THHE - RAFEED BB RILEFRS

the PRC tax bureau in the current year.
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6. REVENUE, OTHER OPERATING INCOME AND 6. I3 - HttREWAR D EEHR (@)
SEGMENT INFORMATION (Continued)

The Group's operation is regarded as a single business REE 2 EBEERR A B LEBDE B
segment, being an enterprise providing products and services —RAFERETEINER 2 AEE R TSR
serving the automotive aftermarket and the automobile BRI - Em MR 2 0% - Bt - BiE
industry in the PRC and certain overseas countries. As such, EEB D EDIT T ARG -

no business segment analysis is provided.

The Group’s geographical segment analysis is as follows: NEE 7 EBIEMIE AT -
REVENUE
&
2005 2004
ZETRHF ZERE
RMB’000 RMB’000
AR®TT AREFTT
Geographical markets: iz

PRC other than Hong Kong HE (T BEEE) 153,777 157,001
Asia other than PRC TN (P BEERE) 37,500 29,414
Europe BOM 71,243 40,337
Africa and the Middle East FEM R RR 27,898 13,606
America EE AWA ] 29,142
Australia SEMN 10,698 8,127
342,586 277,627

Sales are based on the countries in which the customers SHEDIERF 2 FIEBRGTE -

are located.

No geographical analysis of the carrying amount of segment HARNREFRBEAINTIS 2 DR ERERNER
assets and capital expenditure is provided as less than 10% ERR10% @ EitEER S BREEREAREREZ
of the segment assets and capital expenditure are ZBRE & R 2 I AT T AR -

attributable to markets outside the PRC.
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7.  PROFIT BEFORE INCOME TAX 7.  BRETEHRADNEF
2005 2004
—EERF —TTNF
RMB’000 RMB’'000
AR¥T T ARBFIT
Profit before income tax has been arrived at  BRET{SHEADE ) Th4CHIBR
after charging/(crediting): GTA) TP EEEZES :
Staff costs B TIRA
Directors’ and supervisors’ remuneration EEREEHE
(note 9) (P 5E9) 928 1,504
Other staff costs Hfbh B TRKA 51,768 46,137
Retirement benefits R 6,695 3,892
59,391 51,533
Less: Staff costs capitalised as B AERFR B R E
development costs BEARZ BTRRKA (11,927) (10,582)
47,464 40,951
Expenditure for current year REEFRX 2,249 4,089
Add: Amortisation of development costs 0 FAEERAS 2 5 6,251 3,919
Research and development expenses HEEEA 8,500 8,008
Depreciation of property, plant and equipment ¥7% - & MREITE 13,801 9,052
Operating lease charges on land and buildings T+ RIEFKEHEEH 8,841 8,798
Annual charge of leasehold land and TE + i [ + s
land use rights EFE 788 156
Loss on disposals of property, plant HEMERE &
and equipment RiEEE 16
Amortisation of goodwill # (Bl 257
Provision for slow-moving inventories * Vack =LA Ry 2,706
Provision bad and doubtful debts* RIZAREAE 544
Pre-operating expenses of branches * DRTZRAMER* 13,075
Auditors’ remuneration ZERT N & 2,252
Net exchange loss/(gains) EREE (k) FHE (1,379)

* included in other operating expenses
# included in administrative expenses

BENEMLERX
BERTERAX
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8. LOSS ON DISPOSAL OF ASSETS 8. HEEERE
During the year, the Group ceased the operation of a business RAER  AEEKIET —HEEIEETER
division which engaged in the manufacture of automotive HEMFEBER - RIENFZRE - NEFERA
electronic products. The major reason of the closure was ZEPTE R AR B R M e B A o

that the director expected the division could not bring the
Group revenue and profit.

Upon the closure of the business division, the Group incurred #RIERZETEERPIR - AEENHE EEREEN

the loss on the disposal of assets as follows: T &8
2005 2004
—2ERAHF —FTOF
RMB’000 RMB’000
AR¥T T ARBFIT

Loss on disposal of property, plant HEYE. BEREZEBRE

and equipment -
Development costs written off RN = -
Inventories written off FE s =
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9. DIRECTORS’ AND SUPERVISORS’ 9. EEREEMS
REMUNERATION

Details of directors’ and supervisors’ remuneration on a EERESEZEAMSFEET
named basis are as follows:

Salaries,
allowances
and other Retirement

benefits benefits
Fees ¥rs 2R costs Total
BE REMEFN BAEASHAE et
RMB'000 RMB'000 RMB'000 RMB'000
AR AR AR AR
2005 —ZERF
Executive directors HITEE
Mr. Liu Xin b e - 203 6 209
Mr. Liu Jun 2554 - 165 8 173
Professor Wang Xue Zhi FEERIE - 11 - 111
Non executive director HHiTEE
Ms. Liu Yong 2lEnE 15 - - 15
Ms. Xu Xin, Kathy (resigned on It
4 February 2005) (ZZEZRF
— A HER) = = = =
Independent non-executive directors B\ FEH7TEE
Mr. Zhang Xiao Yu RANE S E 15 - - 15
Professor Hu Zi Zheng HAF I3 15 - - 15
Mr. Yim Hing Wah BREERE B - - 5
Supervisors o
Ms. Hou Wen Tao &k A 10 - - 10
Mr. Guo Jian Yuan SRR A 10 - - 10
Mr. Wang Xi Lin FABEAE 10 352 3 365
80 831 17 928
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9.  DIRECTORS’ AND SUPERVISORS’ 9. EBKEEME @
REMUNERATION (Continued)
Salaries,
allowances
and other Retirement
benefits benefits
Fees ¥r& - E/ costs Total
wE REMERN RBEAEHRE BEt
RMB'000 RMB’'000 RMB'000 RMB’'000
AR AR AR AR
2004 —=EmE
Executive directors HITEF
Mr. Liu Xin BFr T E - 553 5 558
Mr. Liu Jun R E - 527 7 534
Professor Wang Xue Zhi FEZHRE - 121 - 121
Non executive directors HBITEE
Ms. Liu Yong E)= s 15 - - 15
Mr. Zhang Jie (resigned on SRANSEAE
27 October 2004) (ZFTmF
TAZt+LHER 15 - - 15
Ms. Xu Xin, Kathy (appointed on RETEZ L
17 May 2004 and resigned on (Z=Z=mE
4 February 2005) AA+EHERE
= AR
Z A A B - - - -
Independent non-executive directors BV IFHTTEE
Mr. Zhang Xiao Yu SR/NE S A 15 = = 15
Professor Hu Zi Zheng HAF IE 0% 15 - - 15
Mr. Yim Hing Wah (appointed on BEELE
28 September 2004) (ZZZMENA
ZHN\BEZEME) 1 - - 1
Supervisors g%
Ms. Hou Wen Tao &XBEE 10 - - 10
Mr. Guo Jian Yuan BEEIREE 10 - - 10
Mr. Wang Xi Lin EHBWIE 10 196 4 210 73
91 1,397 16 1,504
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9. DIRECTORS’ AND SUPERVISORS’ 9.

REMUNERATION (Continued)

EEREEHE @

For the year ended 31 December 2005, the five highest paid

individuals of the Group included one supervisor (2004: two

directors and one supervisor], details of the emoluments are

included above. The emoluments of the remaining four

highest paid individuals (2004: two individuals) are as follows:

(E_BERFT_A=T—HILFE - A5E
IREHFALTEBELES (CEZTNF M
NEBFER—ES)  ERFHMERSR EXXHE
B o HAAMfu (CZEEF - M) R ALH
FrENT -

Salaries, allowances and other benefits
Retirement benefits cost

¥ R NEAMER

RIRE KA

The emoluments of each of the above four individuals (2004:
two individuals) fall within the band of nil to HKD1,000,000.

No emoluments were paid by the Group to the directors,

supervisors or highest paid individuals as an inducement to

join or upon joining the Group or as compensation for loss of

office (2004: Nil]. None of the directors waived or agreed to

waive any emoluments during the year (2004: Nil).

2005 2004
—2TEF —2EmE
RMB’000 RMB'000
ARMT R ARET
971 738

10 4

981 742

it (Z2EWF - i) AT EZBER
FZEZ1,000,0008 7T ©

FA - AEEALERABFES - BEHEMR
FE - (EREMARRINAARE B 2 2R E
REBHE(CTTOF 8 - EFREERN
FAREREXREREECMHEMN (—FTZTN
F 8\ -

10. FINANCE COSTS 10. BABRAE
2005 2004
—EERF —ETmE
RMB’000 RMB’'000
AR¥T T ARBFIT
Interest charges on bank loans: RITERZFEZH
- wholly repayable within —AREFRNEEER
five years 8,108
- not wholly repayable within —BERAFRNEHREE
five years 116
8,224
Bank charges RITEA 208

8,432
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11. INCOME TAX 1. FRBHIE
2005 2004
—ETHF —TTmE
RMB’000 RMB’'000
AR¥T T AREBFT
The tax charge/(credit) comprises: MIELH (ER) BIE

Enterprise income tax - PRC
—REE

- current year
Deferred tax (note 30)

PRC enterprise income tax ("EIT") has been provided based
on the estimated taxable income for PRC taxation purposes
at the rates of taxation prevailing in the provinces in which
the group companies operate. The Company is subject to
income tax at the rate of 15% (2004: 15%]); the Company's
PRC subsidiaries are subject to income tax at the rates of
15% to 33%. The Company’'s overseas subsidiary is subject
to income tax at the rate of 42%.

Pursuant to the relevant laws and regulations in the PRC,
the Company has been designated as a new and high
technology enterprise. The Company was exempted from
PRC enterprise income tax for the financial years 2000 and
2001 and was eligible for and entitled to 50% tax relief for
the financial years 2002 to 2004. Upon obtaining the approval
from local tax bureau, the Company is eligible and entitled
to 50% tax relief for the 3 additional financial years from 2005
to 2007.

BT REBREMEL AR ("Launch Shanghai’), a
subsidiary of the Company established in the PRC, is entitled
to the tax holiday of “two-year exemption and three-year 50%
reduction” from the first profitable year of operation. No
provision for EIT has been made for Launch Shanghai as it
did not derive any taxable income for the year.

DEMEH —F

IEFER IR (F17E30)

2,300
(3,385])

4,097

(1,085)

PR EMRSHIRER A RKLMEANE R
TR B R B 2 (hat FER R A B &S - &
ARARI5% 2 FHRBMAEH (ZTTME
15%) + ANA R Z KB A RBIE15%ZE33% 2 Fi R
BURFTISHE o AR Z/GINHTB R BIBIZ42% 2
TR BMFTISHS ©

RIEFEREEN AR - ARBIEWEB=H
BAihE - XAREREAN_STTFR =T
T—FHBFEZRRDEMGH  BHERL
BN TE - FE _TTNFEHREEES
50% B R e B RIS B - ARFIRA]
REZZRFE_TTHF = @RINTREEE
Z50%ERLE ©

PRI EEREEAR ((LETE - A
RARPBEKZZMBLR) AENEELEE
NEERFTZHE [MERRR=FRF] BB -
B BB TTAER AR G I A EERTUA » 8
%A B LR PTG TRAE L B
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11. INCOME TAX (Continued) 11. FB#HIE (&)
Reconciliation between income tax charge/(credit] and BRI (Ee) BEAH Rz 25ta ) 2 Hik
accounting profit at applicable tax rate is as follows: LU
2005 2004
—EEREF TP
RMB’000 RMB’'000
AR¥T T ARETT
Profit before income tax R PAS 58 Al A 38,617
Tax at PRC income tax rate of 15% R BIFS A2 15%
(2004:15%) (ZZ2ZMF : 15%)
B2 BA 6,184 5,793
Tax effect attributable to tax exemption AT = (5,099) (2,219)
Tax effect of non-deductible expenses PRI A 2 2 A s 22 922 643
Tax effect of non-taxable revenue BRRG W 2 B & (2,344) (3,158)
Tax effect of prior year’s tax losses AEESRBEFERBER
utilised this year 2GR (993) (207)
Tax losses not recognised as RER BT IS E
deferred tax assets 2 B EsiE 4,753 1,304
Effect of different tax rates of subsidiaries HIBR R TR K Z £ (160)
Overprovision of deferred taxation BEFERLEHIEZAE
in respect of prior years B (3,385)
Others ) 304
Tax charge/(credit) FirEsz b, (B A) (1,085)
The net deferred tax assets are not recognised as it is AR RERETE R 2R A & FE R B vt Al AR B 25180
uncertain whether future taxable profit will be available for T5E1E - E W ARREREERIBEEFE ° BIE
utilising the accumulated tax losses. Under the current tax MITRIG AN - TSR] mELEEE 2 Ei85t
legislation, the tax losses can be carried forward for five years HEERE o

from the year the losses were incurred.
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BE-FTRF+_AS T+ HILFR

12. PROFIT FOR THE YEAR 12. FRAFE
Of the consolidated profit for the year of RMB37,118,000 REZEAR®ES37,118,000 L 2irE FE
(2004: RMB39,591,000), a profit of RMB57,634,000 (2004 (ZZZTmF: AR%39,591,0007) %
RMB43,520,000) has been dealt with in the financial BARMES7,634,000c (ZEEMEF: AR
statements of the Company. 43,520,0007T) Z FERAR B SR KR P RIE

13. DIVIDENDS 13. RE
No interim dividend for the year ended 31 December 2005 RARNWESREE_ZETRFE T _A=1T—H
was declared. IEFEZHEHRE -
A final dividend of RMB0.035 per share amounting to EENEERRERREBE ST RF T+
approximately RMB19,530,000 for the year ended 31 =tT—HIEFEZ REBREE/RARE0.0357T -
December 2005 has been proposed by the Directors after A HLARK19,530,0007T © BIEEHBFRR
the balance sheet date. The proposal is subject to approval REERREFARE LHUE - ZEERPRER
by the sharehalders at the forthcoming annual general HERUABAREE  HERRRBEE_ZET
meeting. The final dividend proposed has not been recognised AFE+ZA=+T—RIEFEZ &AL
as a liability at the balance sheet date, but reflected as an
appropriation of accumulated profits for the year ended 31
December 2005.

14. EARNINGS PER SHARE 14. BRER

The calculation of basic earnings per share is based on the
profit attributable to equity holders of the company of
RMB37,118,000 (2004: RMB39,591,000) and on 520,000,000
shares in issue during the years ended 31 December 2004
and 2005.

No diluted earnings per share has been presented as there
had been no dilutive potential shares in both years of 2004
and 2005.

FREAZBFHREAABRREEEFARE
37,118,000 (ZZZ M4 : AR39,591,0007T)
rBE—ZEENR_ZETRF+_A=+—H1t
FEE BT 520,000,0000X AR A EHE o

HR —ZENER _TERFRFLEAESE
N2ty - WA EE5|SREERT -
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15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ RERRE
Group &5
Construction Leasehold Mould and Motor
in progress Buildings  improvements equipment vehicles Total
EEIR BT HENEEE BARRHE RE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTL ARETTL AREBTTL AREBTTL ARETTL ARETTL
At 1 January 2004 (Restated) RZZZ2ME—A-A(F7)
Cost KA - 20,112 9482 15,235 7713 52,542
Accumulated depreciation 25HTE - (3,537) 2,938) 6,215) (2,210) (14,900)
Net book amount RHFE - 16,575 6,544 9,020 5,503 37,642
Year ended 31 December 2004 HE-EEMET-_A=1-HILFE
(Restated) E)
Opening net book amount HREFE - 16,575 6,54 9,020 5,503 37,642
Acquisition of subsidiaries WEMBAF 7593 - - 8791 476 16,860
Additions AE 23505 2207 1857 16,799 197 56,339
Disposals HE - - - (16) - (16]
Depreciation bk - [1,090) (1,900) 3,431) 2,631) (9,052)
Transfer bt (30,691 30,691 - - - -
Closing net book amount BREHEFE 407 48383 6,501 31163 15,319 101,773
At 31 December 2004 RZEEMEF=A=1T-H
(Restated) E)
Cost KA 407 53,010 11339 40,807 20,140 125,723
Accumulated depreciation ZithE - (6,627) (4,838) (9,644) (4,841) (23,950
Net book amount RHFE 407 48,383 6,501 31,163 15,319 101,773
Year ended 31 December 2005 HE_TTRFT_A=t-BIEE
Opening net book amount HREFE 407 48383 6,501 31163 15,319 101,773
Additions AE 2198 2226 363 9,05 2839 16,678
Disposals of subsidiaries HENBAT
(Note 33b) (Fi3£330) - - - (1,176) (135) (1311)
Disposals irk= - - (755) (6,077) (1,999) (8,831)
Depreciation bk - 2,662) (836) (5,857) (4,446) (13,801)
Transfer bt (24) - - 2% - -
Closing net book amount BREEFE 2581 47947 5,273 27129 11,578 94,508
At 31 December 2005 RZEFRET-A=1T-H
Cost KA 2581 55,236 10716 39,691 19,543 127,767
Accumulated depreciation ZithE - (7,289) (5,443) (12,562) (7,965 (33,259)
Net book amount RHFE 2581 47947 5273 27,129 11578 94,508
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15. PROPERTY, PLANT AND EQUIPMENT 15. ¥%¥ - BERRME @
(Continued)
Company AF
Construction Leasehold Mould and Motor
in progress Buildings  improvements equipment vehicles Total
EREIR BF  AENERE RARZR RE &zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETTL ARETT ARETT ARETT ARETTL ARETT
At 1 January 2004 (Restated) RZZZME-A—H (EF))
Cost BA - 20112 9,482 13,968 7429 50,991
Accumulated depreciation Zithe - (3,537) (2,938] (5,953) 2,120 (14,548)
Net book amount FRFE - 16,575 6,544 8,015 5309 36,443
Year ended 31 December 2004 HE_TENET_A=T-HLEE

(Restated) (&31)
Opening net book amount BNEmFE - 16,575 6,544 8,015 5309 36,443
Additions AE 14 - 1,858 14,634 11971 28477
Depreciation it - (966) (1,900) (2,749) (2,585 (8,200]
Closing net book amount HREEFE 14 15,609 6,502 19,900 14,695 56,720
At 31 December 2004 RZEERE+-A=1-H
(Restated) (&30)

Cost KA 14 20,112 11,340 28,602 19,400 79,468
Accumulated depreciation ZithE - (4,503 (4,838] (8,702) (4,705) (22,748)
Net book amount BEFE 14 15,609 6,502 19,900 16,695 56,720
Year ended 31 December 2005 HE_FTRET_A=T-HLEE
Opening net book value BREFE 14 15,609 6,502 19,900 14,695 56,720
Additions AE 2,130 25 363 5,421 2839 10,778
Disposals e - - (755) (6,077) (1,999) (8,831)
Depreciation bk - (997) (836) (3,952) (4,323) 10,108)
Closing net hook amount HREEFE 2,14h 14,637 5,24 15,292 11,212 48559
At31 Decerber 2005 RZZZRFT-A=T—H 7 9
Cost A 2,144 20,137 10,716 25,766 19,067 77,830
Accumulated depreciation 2:E = (5,500) (5,442) (10,474) (7,855) [29.271)
Net book amount FHFE 2,144 14,637 5274 15,292 1,212 48,559
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16. LEASEHOLD LAND AND LAND USE RIGHTS 16. FHETH R T b fEAE
Group £5
The Group's interests in leasehold land and land use rights REBPOEE T30 & L (s A 2 #E s T AT
are up-front payments to acquire the leasehold land and land B R TEREMS N2 FEE - HEREF
use rights and their carrying amount are analysed as follows : BEAFT :
2005 2004
—E2TEF —ZTETNE
RMB’000 RMB’'000
AR¥T T AREF T
Outside Hong Kong held on: BB LAIMEE -
Leases of over 50 years 50 sk A £ 2 F 4T 1,182
Leases of between 10 to 50 years 10FE50F 24 24,652
25,834
2005 2004
—2TIHF —TTNF
RMB’000 RMB’'000
AR¥T T ARETT
Opening carrying amount as at 31 December R+ A=+—HZKEE 3,920
Additions NE 8,156
Acquisition of subsidiary U B A Al 13,914
Annual charges of prepaid operating TR EHE K
lease payment ZEE (156)
Closing carrying amount as at 31 December HR+=—A=+—H
Z HIRBREE 25,834
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16. LEASEHOLD LAND AND LAND USE RIGHTS 16. FHEL R+ b6 AE (&)

(Continued)
Company AF
The Company’s interests in leasehold land and land use are RRRPATEE 30 K + {6 P4 < #Ewn Jo s A
up-front payments to acquire the leasehold land and land Er R RERS N2 FEE - REKRE
use rights and their carrying amount are analysed as follows : FEDITIAT
2005 2004
—2RhHF —TTMF
RMB’000 RMB’'000
AR¥T T AREBFIT
Outside Hong Kong held on: BEAIMNBE -
Leases of over 50 years 505k A 2 FHAY 1,182
Leases of between 10 to 50 years 106 2=50F 2 A 10,738
11,920
2005 2004
—ETEF —ZETMEF
RMB’000 RMB’'000
AR¥T T AREFTT
Opening carrying amount HEAFARE{E 3,920
Additions NE 8,156
Acquisition of subsidiary W BB K A Rl -
Annual charges of prepaid operating TR EHEER R
lease payment ZEE (156)
Closing carrying amount HBARARTEE 11,920
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17. GOODWILL 17. &
2005 2004
—E2TEF —TETME
RMB’000 RMB’'000
AR¥T T AREF T
Opening carrying amount HRYIRRE & 836
Acquisition of subsidiaries W BB H B A Al 2,774
Disposals of subsidiaries HEMBEA -
Amortisation charge BiHE A (257)
Closing carrying amount HPRBRHE A 3,353
Closing carrying amount HAKARTEI(E

Gross carrying amount FREI#ME 3,893
Accumulated amortisation EGE §i (540)
Closing net carrying amount HACRBR A 3,353
The goodwill at 31 December 2005 comprises goodwill arising R-ZZEZRF+A=+—BZ2EE  8EREK
from the acquisitions of Launch Shanghai and Launch Europe #8_E)8 Tk KlLaunch Tech GmbH ([Launch
GmbH (“Launch Europe’] amounting to approximately Europe |) MZE%ZEE 5 54 AR#1,500,000
RMB1.5 million and RMB1.1 million respectively. Based on TR ARET 100,0007T © FREVEAEEAEHE
the impairment assessment of the recoverable amount of Al ESEEREIR  BREFNEARSRE
goodwill using the value-in-use calculations, covering a five- LASRATIREB M EITAEER - RIRAIRER - EF

year cash-flow projections discounted at bank deposit RAEAHNE B E 2 SRR ERE -

interest rate, in the opinion of the directors, no impairment
provision is considered necessary for the balance of the
Group’s goodwill.
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18. DEVELOPMENT COSTS 18. BAEEERA
2004 —sEnaE
Group Company
£H NC]
RMB’000 RMB’000
AR¥T T AREBFIT
Opening carrying amount HA¥BRE (B 24,192 24,192
Development labour cost capitalised FEE B BRABER R 10,582 10,582
Amortisation charge BB R (3,919) (3,919)
Closing carrying amount HRERTE A 30,855 30,855
Closing carrying amount HRAREE
Gross carrying amount BRME4BE 39,037 39,037
Accumulated amortisation RET R (8,182) (8,182)
Closing carrying amount HRERTE A 30,855 30,855
2005 —sEaa
Group Company
£H NC]
RMB’000 RMB’'000
AR¥T T AREBFIT
Opening carrying amount HAYIBREE 30,855 30,855
Development labour cost capitalised FEE B BRABER R 11,927 11,304
Acquisition of development software BARZERG 5,000 5,000
Amortisation charge (note 7) #euE A (MRE7) (6,251) (6,251)
Write off (note 8) sk (P7ES) (2,613) (2,613)
Closing carrying amount HPRBREIE 38,918 38,295
Closing carrying amount HiRAREE
Gross carrying amount BREAE 53,351 52,728
Accumulated amortisation 25 (14,433) (14,433)
Closing carrying amount HPRBRHIE 38,918 38,295

All amortisation are included in “research and development

expenses” in the income statement.

FE#ED BREAERERHEHERIA -
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TRE+=—A=
19. INVESTMENTS IN SUBSIDIARIES 19. RMBATRZRE
2005 2004
—EERF —ZTE
RMB’000 RMB’'000
AR®BT T ARETT
Unlisted investments, at cost FEEMIRE - HEKAE m 9,256
Particulars of the Company’s subsidiaries as at 31 December R-ZZERF+_A=+—8  AARHNBAA
2005 are as follows: ZEBENT
Form of Place of Registered Percentage of
Name of business registration and fully paid registered capital
subsidiary structure and operations capital held by the Company Principal activities
WEAR AR [SES A BRI EES k] EMREREER AAREEEMERRDL TEXK
directly indirectly
H# 3
R TR Limited liability PRC USD5,751,369 50% 50%  Manufacturing of equipment
BREEAR company (2004: USD750,000) and machines for
("Launch Shanghai’) maintenance of
([ E&TaE)) automobiles
BT ERRRE BREEATF HE 5,751,369% T 50% 50% BEREERTHCEE
BREEAR (CZTmE: &
750,000%7T)
Launch Europe GmbH Limited Liability Germany DM50,000 100% - Sales of accessories,
(“Launch Europe’) company equipment and machines
for the automotive
aftermarket
Launch Europe GmbH ~ BREEAR BE 50,0005 5% 100% - HEREEEMSZ
(TLaunch Europe]) FIERM - R fE RS
20. LONG TERM FINANCIAL ASSET 200 RAERMEE
Group and Company EERAT
2005 2004
—EERF —ETE
84 RMB’000 RMB’'000
AR¥T T ARETT
Available-for-sale financial asset At E s EmEE

Unlisted equity interest, at cost IE ETHARANKER - IRAKAE =
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21. PAYMENT FOR OTHER INVESTMENT 21. HMREMNRK
Group and Company SERAT
2005 2004
—2ERAHF —FTOF
RMB’000 RMB'000
AR®T ARBTT
Asia Bridge Inc. - 5,456
The Company is party to an acquisition agreement and a AABARHBEHAE—SE=FALA—+HLH
subscription agreement, both dated 29 September 2003, in B Asia Bridge Inc. ([Asia Bridge) » —RI 5
respect of the share capital of Asia Bridge Inc. ("Asia Bridge”], SERESMAK I Z AT IR 2 W B 17735 I 228
a company incorporated in the Cayman Islands. Upon B o FHEMERE  AAFEESAsa
completion of these agreements, the Company would hold BridgefXtE4956% - R—EERFE+—A=+—
approximately 56% equity interest in Asia Bridge. At 31 B WStz EmseRk 0 AR B EREAsIa
December 2005, completion of the acquisition agreement had Bridge Z (A #TA% % ° X8 & E [fAsia Bridge
not taken place and the Company had not subscribed for BEN-—EERER —EENE+—A=+—H
any new shares of Asia Bridge.The aggregate sum of the 2 HBFE A ARUES 456,0007T © FRAsia Bridge?
consideration and advances paid to Asia Bridge amounted —EEREWEKS  EER -_ETERE+— 8
to RMB5,456,000 as at 31 December 2005 and 2004. As Asia —+N\BZAEBIRERAETTWE  RA—
Bridge did not have revenue in 2005, the directors considered TENERTIREERAS FEBEAsa
investment cost paid was irrecoverable on 28 December 2005, Bridge/BB 2 FFRIRZER - HETENZEBAR
a special resolution was passed at the special shareholders’ #5 400,000 TCE R -SSR EMSY o
meeting for the winding up of Asia Bridge in 2006. The
prepayment for the investment amounted to RMB5,400,000
was written off in 2005.
22. INVENTORIES 22. B
Group Company
£H A
2005 2004 2005 2004
—BERE _—TTNF —TBEF _—TTHF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRT ARETIT AR®BTR ARETE
Raw materials FRAT# 41,760 35,770 23,465
Work in progress R 7,864 6,186 7,184 8 5
Finished goods RURK i 19,645 13,423 44,223
69,269 113,672 55,379 74,872
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23. TRADE RECEIVABLES

23.

FEW B 5 BR X

The fair values of trade and other receivables are as follows:

Trade receivables B S IR
Less: provision for impairment & : FEWGRIERERE
of receivables

The Group allows a credit period of one to six months to its
trade customers. The following is the aging analysis of trade
receivables as at 31 December 2005:

Within 6 months SEA A
Over 6 months but less than 1 year 7~fEAMNR E{BDR—4

o

~

24. OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

B REMBKFREZ AFERT

Group Company
£9 AFE
2005 2004 2005 2004

—EREF -—TIMF —FFEF —TIMF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRE ARBTRL ARMTET ARETE

198,388 121,664 189,889 113,556

(3,053) (3,053) (3,053) (3,053)

195,335 118,611 186,836 110,503

AEBGTHESEP—EXBEAZEES - XA
TRR-ZZRAF+-A=+—HZREDH :

Group Company
£9 AFE
2005 2004 2005 2004

—EREF -—TIMF —FTHEF —TIMF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTRE ARBTRL ARMTET ARETE

89,432 81,171 80,933 73,063
105,903 37,440 105,903 37,440

195,335 118,611 186,836 110,503

24,

HMEWRE - RERANK

Included in other receivables, deposits and prepayments are
advances to the staff by the Group and the Company which
amounted to RMB4,447,000 (2004: RMB9,511,000) in
aggregate. Such advances are unsecured, interest-free and
have no fixed repayment terms.

HEbEREIE « Re MBAREEAEEREAR
RIEMEE PTIEZ 23R - B FEARYL,447,000
T ZZEF « AR¥9,511,0007T) ° MAFEK
WESER - R ERETEEEHR -
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25. AMOUNTS DUE FROM SUBSIDIARIES 25. MIERRR
The amounts due are unsecured, interest-free and repayable A RERR - 2R RNRMEER
on demand.
_ 3B N\ = o =k
26. AMOUNT DUE FROM A RELATED COMPANY 26. —MBERRRK
Group and Company KERAH
Details of amount due from a related company as at 31 R=—BFRF+ A=+ —REKEER RN
December are as follows: BT
Name of the related company ERRERTEHE
Blue Point Software Technology (Shenzhen) Co. Ltd.  EEZE{4 1T CRII) R A F
Directors connected with the related company HEMEARBHRCES
Mr. Liu Xin and Mr. Liu Jun BFEERBIHRE
RMB’'000
AREBFIT
Amount outstanding at RATHEZ RERSRE
31 December 2005 R-BERE+=-A=+—H 682
31 December 2004 R-FENE+_A=1t—8H 3,457
Maximum amount outstanding in 2005 RZEThFREERaEHE 5,682
In 2004, the Company entered into an agreement with s 2§ RZTZPEF - ANQE HEEE BT ORI &

M RATORYINABR R F (“Blue Point”) under which Blue
Point is appointed to develop a software system for the Group
and the Company. The consideration for the software
development as stated in the agreement is RMB5,000,000.
As at 31 December 2004, advances of RMB3,457,000 were
made to Blue Point. The transaction was completed in 2005
and the remaining contract price of RMB1,543,000 was
settled in 2005. Such software development cost is capitalised
(note 18) during the year.

RAR([E2]) I 1B - BULEMEERTA
$%@&$’Aﬁﬁ?§$ﬂ¢%%ﬁ o TNtRRER AT B 1
F%E 2 B A A RS 000,0007T - R-ZZPF
+TZA=tT—8B K TFTEHZEFTAEARE
3,457,0007T ° RHBR_ZZRFTERK * MR T
BHBAREN 543 000cER ST REER -
L ETHREKRADRAFEERTE RN (M
18) -
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27. PLEDGED BANK DEPOSITS/BILLS PAYABLE 27. CEHBTER ENEE

The deposits are pledged to banks to secure the bills and FREERTIRT - (EABRTAEBERARAE
certain borrowings granted to the Group and the Company. BRETEEZER -
28. TRADE PAYABLES 28. ENEZRERFEWKIE - HtbfEN
MEREFER
The aging analysis of trade payables as at 31 December 2005 REZZZRF+_A=1—08 BHENERZ
is as follows: BRER AT
Group Company
£8 AF]
2005 2004 2005 2004

—genF —TIMF -PEF _—FTINF
RMB’000 RMB'000 RMB’000 RMB'000
ARBTFR ARETL ARMTE ARETE

Within 6 months 7 AEA A 25,449
Over 6 months but ~MEA LA E
less than 1 year BLR—F 10,274
Over 1 year but less than 2 years —&F A EBDHAMRE 3,450
70,897 70,014 46,470 39,173
29. BORROWINGS 29. fB&
Group Company
£5 AT
2005 2004 2005 2004

—RREF _TTMF —TTIF C_TTAF
RMB’000 RMB’000 RMB’000 RMB000
ARBTRT ARETT ARETR ARETT

Bank loans IRITER
Secured BHEA = 4,707 = 4,707
Unsecured I 155,167 150,000 125,167 150,000
155,167 154,707 125,167 154,707
Less: Current portion due B BIERRE
88 within one year BEET—F
included under A2 ER 2z BNES
current liabilities %) (155,167) (150,740) (125,167) (150,740)

Non-current portion included — ‘BIERIEREN A EIR
sl

under non-current liabilities T2 JEBNHEAES 3,967
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29. BORROWINGS (Continued) 29. B8 (@
As at 31 December, the Group’'s and the Company’s i g )EJEJF AEERARE 2 EEER
borrowings were repayable as follows: THIHARREE
Group Company
= AT
2005 2004 2005 2004
“ZTHEF —ZEME “ETHF —ZETmE
RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARETT ARBTT AREBFIT
Within one year —FR 155,167 150,740 125,167 150,740
In the second year REZF 510 510
In the third to HE=FEFOF
fifth year 650 650
After the fifth year AEE 2,807 2,807
155,167 154,707 125,167 154,707
Bank borrowings denominated in RMB, interest bearing at IRITERUARE AHEEN - REBRAESNE
fixed rates ranging from 5% to 7% (2004: 5% to 7%) per 7% (ZZ=Z M 4F: 5°/o¢7°/o)2.ni%‘J—.—‘a‘|'E'\ i
annum and are repayable in one year since the drawn down APRRE B 2 —FREN - BETIRITERATE
date. Certain bank borrowings are secured by fixed deposits. TR VERHR -
30. DEFERRED TAX 30. EERIE
As at 31 December 2005, the Group and the Company did REZZZRF+_A=1—0 ' AEBRAAF
not have material unprovided deferred tax liabilities. BMEEMEAREE  REHIEAR
31. SHARE CAPITAL 31. BXE
Registered,
Number of shares issued
BRGEE and fully paid
Domestic shares and
unlisted foreign shares H Shares = BT
RERKRIF ETIHER HAR RER
‘000 ‘000 RMB’'000
F A% F A% AREFT
Share capital of RMB0.10 R-ETWE—H—H -
each at 1 January 2004, —EENF+=—A=+—H
31 December 2004 A—ZZERF+-_A=1—H
and 31 December 2005 HRmEARE 10T Z A 330,000 190,000 52,000
Except for the currency in which dividends are paid and the B ARE 2 BB M EERHIREAPEREE

restrictions as to whether the shareholders can be PRC
investors or foreign investor, domestic shares, unlisted
foreign shares and H shares rank pari passu in all respects

with each other.

SUNEREE SN - WER - I EINEREHR
A ST AR SN -
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HE_TERF _A=1—HILFE

32. RESERVES 32. f#fE
(a) Group (a) &8
The amounts of the Group's reserves and the REEZ #EEBARRFERBEFE
movements therein for the current and prior years are 2 EBEE 2RI K 2 B B4R
presented in the consolidated statement of changes BWERA  EELES  AELmERE
in equity of the financial statements. Nature and SR EE RSN T X 25
purpose of the statutory surplus reserve, statutory
public welfare fund and accumulated profits are set
out in note (b) below.
(b) Company (b) 2AF]
Statutory Statutory
Share surplus public  Accumulated
premium reserve  welfare fund profits Total
ROEE  EEARE  EELEE ESpvl @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT  ARETR  ARETR  ARETR
At 1 January 2004 RZZZMF-A—H 169,594 10,118 10,118 37,936 227,366
Profit for the year FRET] - - - 43,520 43,520
2004 proposed final “EEMERRRERE
dividend = = = (18,200) (18,200)
At31 December 2004  R-EEME+-A=+-H
and 1 January 2005 kZZTHE-A-A 169,594 10,118 10,118 62,856 252,686
Appropriations g - 1,441 1,441 (2,882) -
Profit for the year FRET] - - - 57,634 57,634
2005 proposed final
dividend “ETRERRRERE - - - (19,530) (19,530)
At 31 December 2005 ZEERFtZA=1-H 169,594 11,559 11,559 98,078 290,790
Notes: B - -
(i) Share premium (i) Ty =t

Share premium is the excess of the proceeds received
over the nominal value of the shares of the Company
issued at a premium, less the amount of expenses
incurred in connection with the issue of the shares.

B An i B T9 AN A BB LA B EE A TR RS
S WRERTROERR - BROEE

ZER -
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32.

RESERVES (Continued)

32.

it (&)

(b)

Company (Continued)

Notes: (Continued)

(ii)

(iii)

Statutory surplus reserve

The Company’s Articles of Association requires the
appropriation of 10% of profit after taxation each year
to the statutory surplus reserve until the balance
reaches 50% of the registered share capital. According
to the provision of the Company's Articles of
Association, under normal circumstances, the
statutory surplus reserve shall only be used for making
up losses, capitalisation into share capital and
expansion of the Company’s production and operation.
For the capitalisation of statutory surplus reserve into
share capital, the remaining amount of such reserve
shall not be less than 25% of the registered share
capital. The transfer to the statutory surplus reserve
is based on the net profit in the financial statements
prepared under PRC accounting standards. No
appropriation to this reserve was made during the year
as the financial statements prepared under PRC
accounting standards for the year are not available up
to the date of approval of these financial statements.

Statutory public welfare fund

Statutory public welfare fund represents the
appropriation of profit after taxation according to the
requirements of the Company’s Articles of Association
and the PRC Company Law. According to the
requirements, the Company shall make allocation from
profit after taxation at the rate of 5% to 10% to the
statutory public welfare fund. The statutory public
welfare fund can only be utilised on capital items for
employees’ collective welfare. Individual employees
only have the right to use these facilities, the titles to
which will remain with the Company. The statutory
public welfare fund forms part of the shareholders’
equity but is not distributable other than in liquidation.
The transfer to the statutory public welfare fund is
based on the net profit in the financial statements
prepared under PRC accounting standards. No
appropriation to this reserve was made during the year
as the financial statements prepared under PRC
accounting standards for the year are not available up
to the date of approval of these financial statements.

(b)

DF (@)

MizE - (8

(ii)

(iii)

EEREE

RRARIRBEERREFFRRBIRENZ
10%BEREEAES - ERHARERF
AR Z50% &1L - REARAR AR TR
ZHE  ERRERT OEERESER
ARBHER  BREAZRARFERTA
REIZEENED - EEAESEF
EAZRAME « ZREEELEEZHER
FIANMSDREMAAZ25% < EERTE
&2 EBIARE RS ERIMREZ
MR T 2 FMERELE - ENZFR
BB REM I MR AN A
TR B AL B IR TERK - S
BRI o

EE RS ERBARTRRAERERTE
REVE - BERREEH - RIEAER
E - ARBARERRBREN25%E
10%BEREEAGRE  EERTDSER]
ARETEEREMNZ AR - @ERET
EEREREE T ZRE - MREZAE
BADBRART < AERmBRAARZ
WOk - RBRIERIK « AERE
SZBBTARBHE SRR
HBWR D FMERELE - ERZFR
IR & ERIRANITERRARERA
P HRER MV AL B AT TTRK - U R
BRI -
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32. RESERVES (Continued)

(b) Company [Continued)
Notes: (Continued)

(iv)  Accumulated profits

32. f#fE (@)
(b) AT @@
Mo (8)
(iv) EBEaF

The reserve available for distribution to shareholders
is based on the lower of the aggregate amount of profit
after taxation for the year and accumulated profits

brought forward determined under PRC accounting

regulations and that determined under Hong Kong
generally accepted accounting principles after
deduction of the current year’s appropriations to the
statutory surplus reserve and statutory public welfare

AR T AR Z B TRET B &5 R
EHRBERLEBRAZ ETENEEL
REF 2Bk s a5 R AR A
A - WHRAFEEBAEE AEE KA
ERt® 2 2 (AREKE /E) E -

fund.
PN == x
33. NOTES TO CONSOLIDATED CASH FLow  33. RERESRERME
STATEMENT
al Acquisition of subsidiaries (a) WHEKHEBATF
2005 2004
—EERF —TTNF
RMB’000 RMB’'000
AR¥T T ARETT
Net assets acquired: Wi v BEFE ¢
Property, plant and equipment M - BE REE 30,774
Inventories FE 13,267
Trade receivables FEUE SRR 8,820
Other receivables, deposits and HihEWFIE ~ Re Kk
prepayments TARTRRIE 20,241
Bank balances and cash RITHER RIS 1,262
Trade payables FERTE Z8R X (14,057)
Other payables A FE AT ARER (56,202)
Minority interests DRI R -
4,105
Goodwill HE 2,774
Total consideration HBRE 6,879
Satisfied by: XA
Cash BHe 6,879
Cash flows arising from the acquisition: WEKEEZRESRE
Cash consideration ReRE 6,879
Bank balances and cash acquired IRITHER R TSR (1,262)
Net cash outflow in respect of WE—ENBARZHE
the acquisition of subsidiaries PiifanbiE:c] 5,617
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33. NOTES TO CONSOLIDATED CASH FLOW 33. FERERERMTE @)

STATEMENT (Continued)
(b) Disposals of subsidiaries (b) HEMELR
2005 2004
—EERF —ETE
RMB’000 RMB’000
ARETFTT AREFTT
Net assets disposed of: HEZEEFRE :
Property, plant and equipment M -~ BE REE 1,311 =
Goodwill [SES 717 =
Inventories FE 5,456 -
Trade receivables EUE SR 3,147 =
Other receivables, deposits and HMEWIE - ReEk
prepayments TERTRIE 4,947 =
Bank balances and cash IRITHEHBRRIA S 270 =
Trade payables BT E SERFK (3,826) -
Other payables H b FETBRFR (4,754) -
Net assets FEE 7,268 =
Minority interests VBT R (1,750) =
5,518 -
Gain on disposals of subsidiaries HEH B AR S 1,762 =
Total consideration BRE 7,280 =
Satisfied by: TAAER
Amounts payable by acquires KBS T FE ST FRIE =

Cash flows arising from the disposals: ~ HERELAZEERE !
Bank balances and cash disposed of IRTTHER NPT IRE

Net cash outflow in respect of HE—HEEAR RS
the disposals of subsidiaries PiifanbEiE:]
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34. OPERATING LEASE COMMITMENTS 34, REHOAE
As at 31 December 2005, the Group and the Company had REZZZRF+T_A=1—0H FAEERAAF
commitments for future minimum lease payments in respect IRIRT AT 2 A& TR A 3h b RAEF AR 5
of land and buildings under non-cancellable operating leases FEXNBRZ HEBLERENT :
which fall due as follows:
Group Company
£H AF
2005 2004 2005 2004
—EERF —TEPLE —EE2hF —TEPE
RMB’000 RMB'000 RMB’000 RMB’'000
AR%TR ARETT AR¥TT AREF T
Within one year —FR 6,338 9,486 8,849
In the second to fifth year B_EFERF 8,691 26,831 25,945
After the fifth year FHFEAE 1,365 = =
16,394 34,794
The lease payments are fixed and no arrangements have been MAORBELAEEEHE  AVEgE I T HE2He
entered into for contingent rental payments. RIS R HE o
35. CAPITAL COMMITMENTS 35. EAREE
Group Company
£H AT
2005 2004 2005 2004
—E2THF —ZETEF —ETRE —ZTZNE
RMB’000 RMB'000 RMB’000 RMB’'000
AR¥T ARETT AR¥T ARKETT
Capital expenditure authorised — FEULEBHIZE -
but not contracted for S R ERED
acquisition of property, BEBRELNZ
plant and equipment BARRE 13,819
Capital expenditure contracted B EAIBRRI
but not provided for in the WEPEEE
financial statements: KX :
- acquisition of property, — BB - BB
94 plant and equipment P& -
- unpaid capital contribution —HIREEE — 5t
in respect of investment REER 2 ARX
projects NERER 36,678
- software development — R 5,000

41,678
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36.

SHARE OPTION SCHEME

36.

BT E

Pursuant to the Company’s share option scheme approved
by a resolution of the shareholders of the Company dated 21
March 2002 (the “Share Option Scheme”), the Company, for
the purpose of encouraging the participants to perform their
best in achieving the goals of the Group, may grant options
to employees including any directors of the Company or its
subsidiaries to subscribe for the H Shares in the Company.
An offer for the grant of options must be accepted within 28
days from the date of offer, and a consideration of RMB1.00
is payable by each of the participants on acceptance of the
grant of options. The Share Option Scheme will remain valid
for a period of ten years commencing on 21 March 2002. An
option may be exercised at any time during a period to be
notified by the directors of the Company to each grantee
provided that the period within which the option must be
exercised shall be not less than two years and not more than
10 years from the date of grant. The subscription price for H
Shares under the Share Option Scheme will be determined
by the directors and notified to each grantee and will be no
less than the highest of (a) the closing price of the H Shares
as stated in the Stock Exchange’s daily quotations sheet on
the date of grant, which must be a business day; (b) the
average closing price of the H Shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant; and (c) the nominal
value of a H Share.

However, for employees who are PRC nationals and have
taken up any options to subscribe for the Company’s H
Shares, they shall not be entitled to exercise the options until:

(i) The current restrictions imposed by the relevant PRC
laws and regulations restricting PRC nationals from
subscribing for and dealing in H Shares or any laws
and regulations with similar effects have been
abolished or removed; and

(il The China Securities Regulatory Commission or other
relevant government authorities in the PRC have
approved the new issue of H Shares upon the exercise
of any options which may be granted under the Share
Option Scheme.

BREBERRRRRN B2 _F=A-+—HZ
R FTEE 2 AN R A B ROE R &) (TRE BT
g ARRREE2EEREMLERAEE
ZBE AAESR (BREARRREMBARZ
EAES) K TERE - ARBARR ZHK -
B2EERENR TSR BAREER
B —+\B AL - BRETERERSA
AXNREARE1.007T - BRE B2 B0
R-ZEZ_F=A—+—HEFR/HA+F - 8
BREATRARARESBNETEARAZFEHA
BERSTTRE - HEBREATITEZENEREZA
EE AR ME R RN+ F - BEAEERT
HIRZ RBERMESETRBAARA » BB
BTGERAT=E2&"% : (o REBERER
H(BWAREER) HIRRBE Xz AR Z
Wi fE « (b)REFE L BEER A AEERAH
B OBt 32 P B SRR PO 2 S (B ¢ k() HEX
ZEfE -

A - B EBE R EZMR BEANRAHK
ZIEE B EA TR AT EAGE

() FEBBERHEBERREN R EEHR AR
KOERREARUR S BB FOERBER
P BN B I 452 B B s AR R ¢

i) PRHEFEEEREZS S PEEMERH
Z BUR R HE /R R At B P IX B A i i
TTERFTEHAR
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36.

SHARE OPTION SCHEME (Continued)

36.

fERRAERT & ()

37.

The total number of H Shares subject to the Share Option
Scheme and any other share option schemes must not, in
aggregate, exceed 30% of issued H Shares of the Company
in issue from time to time. The total number of H Shares
available for issue under options granted under the Share
Option Scheme and any other schemes, must not in
aggregate, exceed 10% of the number of H Shares of the
Company in issue from time to time. The Company may seek
approval from shareholders in general meeting for renewing
the 10% limit or for granting further options beyond the 10%
limit, provided that the options in excess of the 10% limit are
granted only to participants specifically identified by the
Company before such approval is sought.

No employee of the Company or its subsidiaries shall be
granted an option which, if all the options granted to the
employee (including both exercised and outstanding options)
in any 12-month period up to the date of grant, shall not
exceed 1% of the H Shares in issue at the date of grant.

No option has been granted by the Company under the Share

Option Scheme since its adoption.

RETIREMENT PLANS

37.

BB AR T B AT ELAb BEARAE ST EIFTH I 2 HAR
PHEKEXTABBEARFITHEETHRZ
30% ° FERRHERT 8 R AR B A 5T S AR BB AR #E T
AT Z HIRBEA KT A BRA R R TRE
ZITHARENE 210% ° RA R A RIRR A ESZK
P& BRBEAE 52 I 10%BR SR sk i — 203 B
10%PREE 2 FERRAE - MEfZ AT [ SR TR /L AT AN
RNRFTRERIRE 2 2 WEER T AL 10%BREE 2
RENRAE -

R EERDBEEZ B IE+— @A SRR TR
B2 MBEERE(BREETRERRITRZBK
) - A NEBREAMERTHEZ1% - AR
RAIHEMB AR 2 BREM TR ER THEARE -

B SRR AT BIAKR - AR R EIRZLATEIR
B R AE

RIKETE

38.

As stipulated by the rules and regulations in the PRC, the
Group contributes to state-sponsored retirement plans for
its employees in the PRC. The Group is required to contribute
8.0% to 22.5% of the basic salaries of its employees to the
retirement plans, and has no further obligation for the actual
payment of the previous or post retirement benefits. The
relevant state-sponsored retirement plans are responsible

for the entire present obligation to retired employees.

RELATED PARTY TRANSACTIONS

38.

RBEFBUERFABL2RE - NEBAREFTE
BERABRER RN EIHK - ARBEAX
B TEARFH£8.0%%22.5% 2 RERRIKEE
ZAHFR - M SR A ST RIRAR AR A 2 BER Y
Ko BRAZBEZARAKGEIARBHRAET
EEMBRITEL -

HRBEEALZRS

The Group and the Company did not enter into any material
related party transactions during the year other than as
disclosed in note 26.

BRMEE26 AR EIN - FA - AEBRARFL
B EAEREEALRS °
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39.

POST BALANCE SHEET EVENT

39.

HERREE

40.

On 10 January 2006, the Company, by means of placing of
new H shares to an institutional investor, issued and allotted
an aggregate of 38,000,000 new H Shares of RMB0.10 each
at a price of HK$1.72 per H Share. After the completion of
the subscription of H Shares, the Company’s number of
issued share capital and issued H share capital increased to
558,000,000 shares and 228,000,000 respectively.

The net proceeds from the subscription, being approximately
HK$58 million, are intended to be used in consolidating the
Company’s Shenzhen-based production and facilities into a
single new complex at Shenzhen Longgang Banxuegang Hi-
Tech Park.

RISK MANAGEMENT OBJECTIVES AND
POLICIES

40.

REZTZAF—A+TH  RQRAAKERES
RREFHR 2 = - IRERRHER. 7287 2 B1% -
BOMRESRAEBEARE0 102 FHHRE &
38,000,000% » MARRIEHARTERIE  ANARIE ST
{87 % B B THAR AR AN 2 B 2 513 £558,000,000
A% K2 228,000,0000% °

BB PT1S SRIR% R - B14958,000,00078 7T » #EF
R R BRI RYIZ £ MR 8 BRI
MBS R E R — EHRRA KER -

Bk EEE FERBE

The Group’s financial assets include cash and cash
equivalents, deposits, other receivables, trade receivables
and amount due from a related company. The Group's
financial liabilities include trade payables, deposits received,

accrued liabilities and other payables.

The Group does not have written risk management policies
and guidelines. However, the board of directors meets
periodically to analyse and formulate strategies to manage
the Group's exposure to market risk, including changes in
interest rates and currency exchange rates. Generally, the
Group introduces conservative strategies on its risk
management.

40.1 Interest rate risk
The Group has no significant interest bearing assets
apart from cash and bank deposits. The Group
currently has no financial liabilities with floating
interest rates.

AEEZeREERREASIASEEY &
T HtRKGRIR - B HRUGIR K YK —HRE
BRRIHKIEA - AREZeRBESEESENK
B BEEE  BArAEREMENFR -

AEEYEEERREERE LGS - A &
EEETEMRTEE - UM RBIERKEER
KEzTHAR  BEMNRREXEE - —RM
5 AREERERREE S| AR K

40.1 FIZ=RE S
RIS RIRTTHEFIN - NEE W LS R
BAE - AEBIBRRITEZEFETE
ZEmBE -
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40. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

40. EREERERBK @

40.2

40.3

40.4

40.5

Credit risk

The carrying amounts of trade receivables and other
receivables represent the Group’s maximum exposure
to credit risk in relation to its financial assets. It is the
Group’s policy that receivable balances are monitored
on an ongoing basis. The allowance for impairment
has been made to reduce the exposure to the credit
risk in relation to the receivables and hence the Group’s
exposure to bad debts is not significant. Other than
this there are no significant concentrations of credit
risk within the Group in relation to other financial
assets.

Foreign currency risk

The Group’s exposure to market risk for changes in
foreign currency exchange rates relates primarily to
certain trade receivables and certain cash and cash
equivalents in currencies other than the functional
currency of RMB.

Liquidity risk

The Group exercised prudent liquidity risk
management policy by maintaining sufficient cash level
and the availability of funding through adequate
amount of committed credit facilities.

Fair values

The fair values of cash and cash equivalents, deposits,
other receivables and trade receivables, amount due
from a related company, trade payables, deposits
received, accrued liabilities and other payables, are not
materially different from their carrying amounts
because of the immediate or short term maturity of

these financial assets and liabilities.

40.2

40.3

40.4

40.5

FERR

B RN AR RZ REE
BRAKEz eMEEABZEXNEER
B o RRRBRR T FEHERBUGIAR
B YW ERERER D BEKIREH
ZEERR - MAKEYEEAEKRE
B BARKEESN  AEE AL EEE
hEMEERBZERNEERR -

SMNE 2 B
REEBRINE E R BB AE 2 TIZRR
TREETEIRUIARE TAYER
BARBSNZRERASEEY -

RBETERE
REBERRAKF 2R S RBBE AR
FERHEZRE  ATEERZRBDESEA
BREIRBUR o

DFE
RAekA2EEY K - HEKFR
K B 5 e WK IR K fE I — P R B 12 B K
B HZRMNREA  CWiRE  EFHAE
Ko Bt A FRIR 2 A (B B H AR T (B 3E 4%
EADR  R%EeREERARTE
B S AE
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Notice of Annual General Meeting

RERBFRSESE

NOTICE IS HEREBY GIVEN that an Annual General Meeting of Launch HBE  RANMTAEREROBERAT (TARRD #EE
Tech Company Limited (the “Company”) will be held at the conference RZZZANFRAAZTEA (BED) EF TR IERES
room, 3rd Floor, Southern Garden Hotel, 22 Bagua Number Four BRI E N\ =+ 55 B s =g e
Road, Futian District, Shenzhen, the PRC at 10:00 a.m. on 24 May EERRRBFRE - #EUARF THEE :

2006 Wednesday for the following purposes:

To pass the following matters as ordinary resolutions: . NERARRBBATEE
1. To consider and pass the report of the Directors for the 1. ERUBRARAR _ZTRFEEZNRE
year 2005; &
2. To consider and pass the report of the supervisory 2. BRIUBAARAF _-_ZTHFEESTINE
committee for the year 2005; ==
3. Toconsider and pass the audited consolidated financial 3. BRUBBAQRRAWBAR-ZSTREF
statements of the Company and its subsidiaries for the B2 BRI A ]
year 2005;
4. To consider and pass the resolution of final dividend 4 BHRUBAB-TTRFERBREDEFH
distribution for the year 2005; S
5. To consider and pass the resolution for making 5. BRTRA_ZETNFERIVAELR® K
allotments of statutory surplus reserve and statutory FEERHBBEER
public welfare fund for the year 2005;
6. Toconsider and pass plans to re-appoint Grant Thornton 6. BRURBEEHFEHAITHERR
as auditors of the Company for the year 2006 and to =z ':Hﬁﬂyi@%ﬁﬂﬂﬂi%%?%ﬁ%ﬁﬁ%i
authorise the board of Directors to fix their S
remunerations;
7. To handle any other matters. 7. REEMEMEIS -
Il To pass the following matters as special resolutions: I, SRIARRBBRATEE
1. To consider and resolve that, subject to the approval of 1. FalEf - EXRRPEFESFEEERES
China Securities Regulatory Commission and/or other gg((hEBEEE]) &K RHREARLNEH
relevant statutory authorities in the People’'s Republic Hith A EEMER S EBHAZ N
of China and/or the Growth Enterprise Market of the ﬁﬁﬁ RIBIZER AL A A R HHE B HR
Stock Exchange of Hong Kong Limited for the proposed FANERETRBEENAIRT  KTEFS
allotment and issue of new H shares and/or domestic —IERHE
shares, the board of Directors be authorised: 99
(a)  toissue and/or place H Shares and/or domestic (a) HREXRBHR T —(EA SRR
Shares within a period of 12 months from the date TR,/ REEHR R SHRER -
of this resolution, provided that the total number BTEE R HBEITIHRK HA
of H shares and/or domestic shares to be placed AR BB REBAARD#
and/or issued shall not exceed 20% (the "20% TZHBE N,/ SR E Rz E R
Limit") of the number of H shares and/or domestic 20% ([20%PR%58]) :

shares of the Company in issue respectively;



100

Launch Tech Company Limited Annual Report 2005
RITTANEROERAE —ZTHEFFR

(b)  subject to the 20% Limit, to decide the number of
H shares and/or domestic shares to be placed and/
orissued and to deal with any matter arising from
or related to the placing or issue of the new shares

mentioned above;

[c)  to amend, in accordance with the increase in
registered capital of the Company, the relevant
articles contained in the Articles of Association in
relation to the registered capital of the Company
and any other articles that require corresponding

amendments; and

(d)  if any chronological variation of the wordings or
numbering of the articles contained in the Articles
of Association of the Company is necessary upon
application to the companies examination and
approval authority authorised by the State Council
and China Securities Regulatory Commission for
examination and approval, to make corresponding
amendments to the Articles of Association as
required by such authority and China Securities

Regulatory Commission.

That the Articles of Association of the Company be and
hereby amended as follows:

Article 95 be deleted in its entirety and substituted with
the following paragraph:

The Company has its Board of Directors, which is
comprised of seven members, with a chairman and six
directors. Of which, there are three executive directors
[of which one of them is the chairman], one non-
executive director and three independent non-executive

directors.

By order of the Board
Launch Tech Company Limited

Liu Xin

Chairman

Shenzhen, the PRC
31 March 2006

NOTICE OF ANNUAL GENERAL MEETING
BRBFRGEE

(b)  A20%RFEARR - MM TEE R
HBITHIR S, LR ERZEE - A
RERERRE R, RBETEZENRG
EASRE s, BEZEH

(c)  REFEINEMERNERIER - B2K
SRPENARBEMEARRARR K
FREEROEMAR &

(d) WRREREHEBREENQRSE
HEEBPIA AP B B S WAL T BT
MFHAEEF W EE) - ki Ll
HEEBPIA A BB B 2 0 2 SKIE L MR FE
KHEER ©

2. BEBADRZERERMT

TRMBRENTIE  RZATEE

NAREFE  EFEHLREFEN - &R
BER—A EEAAHEP $TER=
ANEP—AETEER) @ SFTES A
NBIFITESR =A -

EEEEH

FRYITH TENEROBRDF
EER

B3

FE ORI
—EEXRFE=/=+—H
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Notes:

A member entitled to attend and vote at the above meeting is entitled
to appoint one or more than one proxy to attend and vote on his behalf.
A proxy need not be a member of the Company.

To be valid, a form of proxy and the power of attorney or other authority,
if any, under which it is signed or a notarially certified copy of such
authority, must be deposited at (i the registered office of the Company,
at 2nd-3rd, 5th-8th floors, Xin Yang Building, Bagua Number Four
Road, Shenzhen, PRC (for holders of domestic shares of the Company];
or (i) the Company’s H share registrar, Computershare Hong Kong
Investor Services Limited, at Room 1712 - 1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Hong Kong (for holders of H shares of
the Company), not less than 24 hours before the time for holding the
meeting or appointed time of voting.

Shareholders or their proxies shall present proofs of identities when
attending the AGM.

The Registrar of members will be closed from 25 April 2006 to 24 May
2006, both days inclusive. All transfers accompanied by relevant share
certificates must be lodged with Company’s H share registrar not later
than 4:00 p.m. on 24 April 2006.

Shareholders entitled to attend the AGM are requested to deliver the
reply slip for attendance to (i) the registered office of the Company
(for holders of domestic shares of the Companyl; or [ii] the Company's
H share registrar (for holders of H shares of the Company) before 3
May 2006.
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Corporate Information

NEER

DIRECTORS OF THE COMPANY

Executive Directors
Mr. Liu Xin (Chairman]
Mr. Liu Jun [Chief executive officer]

Professor Wang Xue Zhi

Non-executive Directors
Ms. Liu Yong

Independent Non-executive Directors

Mr. Zhang Xiao Yu

Professor Hu Zi Zheng

Mr. Yim Hing Wah
SUPERVISORS

Ms. Hou Wen Tao

Mr. Guo Jian Yuan

Mr. Wang Xi Lin
QUALIFIED ACCOUNTANT
Mr. Liu Chun Ming, ACCA
COMPANY SECRETARY
Mr. Liu Chun Ming, ACCA

AUDIT COMMITTEE

Mr. Zhang Xiao Yu

Professor Hu Zi Zheng

Mr. Yim Hing Wah
COMPLIANCE OFFICER

Mr. Liu Jun

AUTHORISED REPRESENTATIVES

Mr. Liu Jun
Mr. Liu Chun Ming, ACCA
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AUDITORS

Grant Thornton

13th Floor, Gloucester Tower
The Landmark

11 Peddar Street, Central
Hong Kong

LEGAL ADVISERS

As to Hong Kong law:
Woo, Kwan, Lee & Lo
27th Floor, Jardine House
1 Connaught Place

Hong Kong

As to PRC law:

SD & Partners

19th - 20th Floors

Office Tower Block B

Saint Pavilion Hotel

No. 4002, Hua Qiang Road North
Shenzhen, the PRC

PRINCIPAL BANKERS

China Everbright Bank

Shenzhen Branch, Honglilu Sub-branch
Block 501,

Honglilu Shangbu Industrial Zone,
Shenzhen, the PRC

China Everbright Bank

Hongling Sub-branch

No.15. Bagua No. 4 Road, Futian District
Shenzhen, the PRC

Shenzhen Development Bank
Huafulu Sub-branch

General Building, Huali Co.,
No. 118, Zhenhua Road
Shenzhen, the PRC

Hua Xia Bank Shenzhen Branch

Yitian Sub-branch

1st-2nd Floor, Mingyue Garden Buildings
Shenzhen, the PRC
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HONG KONG SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Rooms 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Hong Kong

REGISTERED OFFICE

Xin Yang Building

Bagua Number Four Road
Futian District

Shenzhen, the PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Room 1801, 18th Floor
Wing On Central Building
26 Des Voeux Road Central
Hong Kong

STOCK CODE

8196

CORPORATE INFORMATION
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