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* for identification purpose only

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock code: 8249)

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high
investment risk may be attached. In particular, companies may list on GEM with neither a track
record of profitability nor any obligation to forecast future profitability. Furthermore, there may
be risks arising out of the emerging nature of companies listed on GEM and the business sectors or
countries in which the companies operate. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the main board of
the Stock Exchange and no assurance is given that there will be a liquid market in the securities
traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet website
(http:www.hkgem.com) operated by the Stock Exchange. Listed companies are not generally required
to issue paid announcements in gazetted newspapers. Accordingly, prospective investors should
note that they need to have access to the GEM website in order to obtain up-to-date information on
GEM-listed issuers.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
announcement.

This announcement, for which the directors of Ningbo Yidong Electronic Company Limited collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange for the purpose of giving information
with regard to Ningbo Yidong Electronic Company Limited. The directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (1) the information contained in this
announcement is accurate and complete in all material respects and not misleading; (2) there are no
other matters the omission of which would make any statement in this announcement misleading; and (3)
all opinions expressed in this announcement have been arrived at after due and careful consideration and
are founded on bases and assumptions that are fair and reasonable. This announcement will remain on
the “Latest Company Announcements” page on the GEM website www.hkgem.com for at least 7 days
from the day of its posting.
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CONSOLIDATED FINANCIAL INFORMATION

The board of directors (the “Board”) of Ningbo Yidong Electronic Company Limited (the “Company”) is
pleased to present the audited consolidated income statement of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2005 and the audited consolidated balance sheet of the Group
as at 31 December 2005, together with the audited comparative figures for the corresponding previous
period as follows:

Consolidated income statement

2005 2004
NOTES RMB’000 RMB’000

(restated)

Revenue 4 446,182 494,123
Cost of sales (400,598) (389,494)

Gross profit 45,584 104,629
Other income 4 30,296 19,314
Selling and distribution costs (4,402) (4,280)
Administrative expenses (44,481) (32,747)
Finance costs (10,786) (4,567)
Share of losses of associates (128) (33)

Profit before tax 5 16,083 82,316
Income tax expenses 6 (12,032) (27,176)

Profit for the year 4,051 55,140

Attributable to:

Equity holders of the Company 7,241 56,317
Minority interests (3,190) (1,177)

4,051 55,140

Dividends 7 3,500 9,500

Earnings per share
Basic 8 RMB1.45 cents RMB11.26 cents

Diluted N/A N/A
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Consolidated Balance Sheet

2005 2004
NOTES RMB’000 RMB’000

(restated)

Non-current assets
Property, plant and equipment 217,305 116,941
Prepaid lease payments 38,223 30,896
Goodwill – 3,177
Interests in associates – 387
Deferred tax assets 3,320 553

258,848 151,954

Current assets
Inventories 82,930 86,658
Trade and bills receivables 9 158,197 61,522
Prepayments, deposits and other receivables 61,066 64,187
Prepaid lease payments 941 685
Amount due from a shareholder 7,798 –
Amounts due from minority shareholders 1,307 272
Amounts due from associates 3,904 639
Amounts due from directors 89 5
Amounts due from related companies 343 295
Tax recoverable 2,400 –
Pledged bank deposits 46,709 4,423
Bank balances and cash 66,868 82,118

432,552 300,804

Current liabilities
Trade and bills payables 10 217,338 107,812
Other payables and accruals 75,913 45,433
Amount due to a shareholder 4,330 547
Amounts due to minority shareholders 93 93
Amounts due to associates 420 –
Amounts due to directors 48 760
Dividend payable 4,460 20
Tax payable – 3,890
Bank borrowings 170,760 73,000
Current portion of deferred revenue 1,657 697

475,019 232,252

Net current (liabilities) assets (42,467) 68,552

Total assets less current liabilities 216,381 220,506
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2005 2004
RMB’000 RMB’000

(restated)

Non-current liabilities
Deferred revenue 5,866 6,682

210,515 213,824

Capital and reserves
Share capital 50,000 50,000
Reserves 153,652 155,571

Equity attributable to equity holders
of the Company 203,652 205,571

Minority interests 6,863 8,253

210,515 213,824

Notes

1. GENERAL

The Company is a joint stock limited liability company established in the People’s Republic of China (“PRC”) and its
shares are listed on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place of business of the Company are disclosed in the “Corporate
Information” section to the annual report.

The financial statements are presented in Renminbi (“RMB”), which is the same as the functional currency of the
Company.

2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS

In preparing the financial statements, the directors have given careful consideration to the future liquidity of the Group
in light of its net current liabilities of RMB42,467,000 as at 31 December 2005. The Group finances its capital
intensive operations by short-term bank borrowings and shareholders’ equity. It tends to maintain a fair level of short-
term bank borrowings which are renewed on an annual basis, as the borrowing costs of such arrangement are relatively
lower. The directors are of the opinion that, after taking into account the presently available banking facilities and
internal financial resources, the Group has sufficient working capital for its present requirements and will be able to
meet in full its liabilities as they fall due in the foreseeable future. The opinion is based on the followings:

(1) Availability of facilities

The amounts of banking facilities available to the Group granted by various banks at 31 December 2005 was
RMB347,859,000, in which RMB170,760,000 was utilised as at 31 December 2005.

(2) Renewed bank borrowings

Subsequent to the balance sheet date, the Group had renewed RMB65,000,000 of the Group’s short term
borrowings at 31 December 2005 which matured prior to the date of approval of these financial statements.
These renewed bank loans will mature during January 2007 to March 2007.

Due to the reasons above, the financial statements have been prepared on a going concern basis.
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3. APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES

In the current year, the Group has applied, for the first time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) and Interpretations (hereinafter collectively
referred to as “new HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”)
that are effective for accounting periods beginning on or after 1 January 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the consolidated income statement, consolidated balance sheet and consolidated
statement of changes in equity. In particular, the presentation of minority interests and share of tax of associates have
been changed. The changes in presentation have been applied, retrospectively. The adoption of the new HKFRSs has
resulted in changes to the Group’s accounting policies in the following areas that have an effect on how the results for
the current and prior accounting years are prepared and presented:

Goodwill

In the current year, the Group has applied HKFRS 3 Business Combinations which is effective for business combinations
for which the agreement date is on or after 1 January 2005. In previous years, goodwill arising on acquisitions was
capitalised and amortised over its estimated useful life. The Group has applied the transitional provisions in HKFRS 3.
On 1 January 2005, the Group eliminated the carrying amount of the related accumulated amortisation of RMB1,455,000
with a corresponding decrease in the cost of goodwill. The Group has discontinued amortising such goodwill from
1 January 2005 onwards and such goodwill will be tested for impairment at least annually. Goodwill arising on
acquisitions after 1 January 2005 is measured at cost less accumulated impairment losses (if any) after initial recognition.
As a result of this change in accounting policy, no amortisation of goodwill has been charged in the current year.
Comparative figures for 2004 have not been restated (see Note 3A below).

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings were included in property, plant and equipment and
measured using the cost model. In the current year, the Group has applied HKAS 17 Leases. Under HKAS 17, the land
element and building element of a lease of land and buildings are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated reliably between the land and building elements, in which
case, the entire lease is generally treated as a finance lease. To the extent that the allocation of the lease payments
between the land and building elements can be made reliably, the leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are carried at cost and amortised over the lease term on a straight-line
basis. This change in accounting policy has been applied, retrospectively (see Note 3A below).

Financial Instruments

In the current year, the Group has applied HKAS 32 Financial Instruments: Disclosure and Presentation and HKAS 39
Financial Instruments: Recognition and Measurement. HKAS 32 requires retrospective application. HKAS 39, which
is effective for annual periods beginning on or after 1 January 2005, generally does not permit the recognition,
derecognition or measurement of financial assets and liabilities on a retrospective basis. The application of HKAS 32
has had no material impact on how financial instruments of the Group are presented for current and prior accounting
periods. The principal effects resulting from the implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets and financial liabilities

The Group has applied the relevant transitional provisions in HKAS 39 with respect to the classification and measurement
of financial assets and financial liabilities that are within the scope of HKAS 39.

Financial assets and financial liabilities other than debt and equity securities

From 1 January 2005 onwards, the Group has classified and measured its financial assets and financial liabilities other
than debt and equity securities (which were previously outside the scope of SSAP 24) in accordance with the
requirements of HKAS 39. Under HKAS 39, financial assets are generally classified as “financial assets at fair value
through profit or loss”, “available-for-sale financial assets”, “loans and receivables” or “held-to-maturity financial
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assets”. Financial liabilities are generally classified as “financial liabilities at fair value through profit or loss” or
“other financial liabilities”. Financial liabilities at fair value through profit or loss are measured at fair value, with
changes in fair value being recognised in profit or loss directly. Other financial liabilities are carried at amortised cost
using the effective interest method after initial recognition. The Group has applied the relevant transitional provisions
in HKAS 39. However, there has been no material effect on how the results for the current accounting period are
prepared and presented.

3A. Summary of the Effects of the Changes in Accounting Policies

The effects of the changes in the accounting policies described above on the results for the current and prior
years are as follows:

2005 2004
RMB’000 RMB’000

Non-amortisation of goodwill 719 –
Amortisation of prepaid lease payments 138 130

Increase in profit for the year 857 130

The cumulative effects of the application of the new HKFRSs on 31 December 2004 and 1 January 2005 are
summarised below:

As at
As at 31 December

31 December 2004 and
2004 1 January

(originally Retrospective adjustments 2005
stated) HKAS 1 HKAS 17 (restated)

RMB’000 RMB’000 RMB’000 RMB’000

Property, plant and equipment 148,152 – (31,211) 116,941
Prepaid lease payments – – 31,581 31,581
Other net assets 65,302 – – 65,302

Total effects on assets and liabilities 213,454 – 370 213,824

Share capital 50,000 – – 50,000
Retained profits 93,157 – 370 93,527
Other reserve 62,044 – – 62,044
Minority interests – 8,253 – 8,253

Total effects on equity 205,201 8,253 370 213,824

Total effects on minority interests 8,253 (8,253) – –
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The cumulative effects of the application of the new HKFRSs to the Group’s equity on 1 January 2004 are
summarised below:

As at
1 January As at

2004 1 January
(originally 2004

stated) HKAS 1 HKAS 17 (restated)
RMB’000 RMB’000 RMB’000 RMB’000

Share capital 50,000 – – 50,000
Retained profits 55,454 – 240 55,694
Other reserves 53,060 – – 53,060
Minority interests – 5,739 – 5,739

Total effects on equity 158,514 5,739 240 164,493

The Group has not early applied the following new standards and interpretations that have been issued but are
not yet effective. Except for the financial impact on adoption of HKAS 39 and HKFRS 4 (Amendments)
“Financial guarantee contracts”, the directors of the Company anticipate that the application of these Standards
or Interpretations will have no material impact on the financial statements of the Group. The Group is not yet in
a position to reasonably estimate the impact on adoption of HKAS 39 and HKFRS 4 (Amendments).

HKAS 1 (Amendment) Capital disclosures1

HKAS 19 (Amendment) Actuarial gains and losses, group plans and disclosures2

HKAS 39 (Amendment) Cash flow hedge accounting of forecast intragroup transactions3

HKAS 39 (Amendment) The fair value option2

HKAS 39 and HKFRS 4 Financial guarantee contracts2

(Amendments)
HKFRS 6 Exploration for and evaluation of mineral resources2

HKFRS 7 Financial instruments: Disclosures1

HK (IFRIC) – INT 4 Determining whether an arrangement contains a lease2

HK (IFRIC) – INT 5 Rights to interests arising from decommissioning, restoration and
environmental rehabilitation funds2

HK (IFRIC) – INT 6 Liabilities arising from participating in a specific market – waste electrical
and electronic equipment3

HK(IFRIC) – INT 7 Applying the restatement approach under HKAS 29 Financial Reporting
in Hyperinflationary Economies4

1 Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2006.

3 Effective for annual periods beginning on or after 1 December 2005.

4 Effective for annual periods beginning on or after 1 March 2006.
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4. REVENUE

Revenue represents the amounts received and receivable for goods sold by the Group to outside customers, less returns
and trade discounts, during the year.

An analysis of the Group’s revenue is as follows:

2005 2004
RMB’000 RMB’000

Revenue
Sales of controller systems for consumer electrical and electronic appliances 55,622 176,690
Sales of controller systems for mobile phones and income from

assembly of mobile phones 390,560 317,433

446,182 494,123

Other income
Government grants received recognised as income 856 2,728
Bank interest income 660 1,128
Processing fee income 27,442 13,796
Gain on disposal of property, plant and equipment – 335
Others 1,338 1,327

30,296 19,314
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5. PROFIT BEFORE TAX

2005 2004
RMB’000 RMB’000

(restated)

Profit before tax has been arrived at after charging (crediting):

Staff costs, including directors’ remuneration:
– Salaries, wages and other benefits 21,858 16,800
– Retirement benefit scheme contributions 972 807

Total staff costs 22,830 17,607

Auditors’ remuneration 1,366 853

Cost of inventories recognised as an expense 382,869 369,374

Depreciation of property, plant and equipment 14,075 12,206
Amortisation of prepaid lease payments 757 415
Less: Amount capitalised in buildings under construction (442) (132)
Amortisation of goodwill arising from acquisition of subsidiaries – 651
Amortisation of goodwill arising from acquisition of associates – 6

Total depreciation and amortisation 14,390 13,146

Net foreign exchange losses 43 378
Research and development costs 2,269 1,051
Loss (gain) on disposal of property, plant and equipment 43 (335)
Impairment loss on goodwill arising from acquisition of subsidiaries 3,177 138
Impairment loss on goodwill arising from acquisition of associates 259 –
Impairment loss recognised in respect of trade receivables,

deposits and other receivables 3,487 1,853
Impairment loss on amounts due from associates 1,374 –
Impairment loss on amounts due from minority shareholders 237 –
Write-down of inventories 5,095 56

6. INCOME TAX EXPENSES

2005 2004
RMB’000 RMB’000

Current tax:
– PRC income tax 14,604 30,567
– Under(over) provision in prior years 195 (5,895)

14,799 24,672
Deferred tax (2,767) 2,504

12,032 27,176

No provision for Hong Kong Profits Tax has been made as the Group incurred tax losses in Hong Kong for both years.

PRC income tax is calculated at 33% of the estimated taxable profit in accordance with the income tax law in the PRC
for both years. A subsidiary operating in the PRC is entitled to a tax exemption for two years commencing from its
first profit-making year, followed by a 50% reduction in the PRC income tax for three years.
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7. DIVIDENDS

2005 2004
RMB’000 RMB’000

Interim dividend paid/payable – RMB0.7 cent (2004: RMB0.7 cent) per share 3,500 3,500
Final dividend proposed – Nil (2004: RMB1.2 cents) per share – 6,000

3,500 9,500

The directors do not recommend the payment of final dividend for the year ended 31 December 2005.

8. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the profit for the year attributable to equity holders of the
Company of RMB7,241,000 (2004: RMB56,317,000) and 500,000,000 shares (2004: 500,000,000 shares) in issue
during the year.

No diluted earnings per share has been presented because the Company has no potential ordinary shares in issue for
both years.

9. TRADE AND BILLS RECEIVABLES

The Group allows an average credit period of 60 - 90 days to its trade customers. An aged analysis of the trade and
bills receivables as at the balance sheet date, based on payment due date, and net of impairment losses, is as follows:

2005 2004
RMB’000 RMB’000

0 to 90 days 91,640 54,047
91 to 180 days 15,809 376
181 to 365 days 49,770 7,083
Over 365 days 978 16

158,197 61,522

The directors consider that the fair value of the Group’s trade and bills receivable approximates to the corresponding
carrying amounts.

10. TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the balance sheet date, based on payment due date, is as follows:

2005 2004
RMB’000 RMB’000

0 to 90 days 139,842 104,353
91 to 180 days 43,372 1,817
181 to 365 days 6,417 1,605
Over 365 days 27,707 37

217,338 107,812

The directors consider that the fair value of the Group’s trade and bills payables approximates to the corresponding
carrying amount.
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11. BUSINESS AND GEOGRAPHIC SEGMENTS

(a) Business segments

For management purposes, the Group is currently organised into two operating divisions, namely, sales of
controller systems for consumer electrical and electronic appliances and sales of controller systems for mobile
phones and income from assembly of mobile phones. These divisions are the basis on which the Group reports
its primary segment information.

Segment information about these businesses is presented below:

For the year ended 31 December 2005
Sales of

Sales of controller
controller systems

systems for mobile
for consumer phones and
electrical and income from

electronic assembly of
appliances mobile phones Unallocated Consolidated
RMB’000 RMB’000 RMB’000 RMB’000

Revenue 55,622 390,560 446,182

Segment results 2,909 46,636 49,545

Unallocated revenue 2,262
Unallocated corporate expenses (24,810)
Finance costs (10,786)
Share of results of associates (128)

Profit before tax 16,083
Income tax expenses (12,032)

Profit for the year 4,051

At 31 December 2005
BALANCE SHEET

ASSETS
Consolidated total assets 104,789 390,274 196,337 691,400

LIABILITIES
Consolidated total liabilities 10,063 235,128 235,694 480,885

OTHER INFORMATION
Capital additions 35,548 37,115 41,855 114,518

Depreciation 1,473 11,884 718 14,075
Impairment loss on goodwill arising

on acquisition of subsidiaries 186 2,991 3,177
Impairment loss on goodwill arising

on acquisition of associates – – 259 259
Impairment loss on amount due from

associates – – 1,374 1,374
Impairment loss on amount due from

minority shareholders – 237 – 237
Loss on disposal of property, plant and

equipment 40 3 43
Impairment loss in respect of trade

receivables, deposits and other receivables 1,061 – 2,426 3,487
Write-down of inventories 5,095 – – 5,095
Amortisation of prepaid lease payment 24 196 95 315
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For the year ended 31 December 2004

Sales of
Sales of controller

controller systems
systems for mobile

for consumer phones and
electrical and income from

electronic assembly of
appliances mobile phones Unallocated Consolidated
RMB’000 RMB’000 RMB’000 RMB’000

Revenue 176,690 317,433 494,123

Segment results 64,615 42,027 106,642

Unallocated revenue 11,812
Unallocated corporate expenses (31,538)
Finance costs (4,567)
Share of results of associates (33)

Profit before tax 82,316
Income tax expenses (27,176)

Profit for the year 55,140

At 31 December 2004
BALANCE SHEET

ASSETS
Consolidated total assets 82,258 258,058 112,055 452,371
Interests in associates 387

452,758

LIABILITIES
Consolidated total liabilities 58,701 83,202 97,031 238,934

OTHER INFORMATION
Capital additions 5,300 10,307 4,636 20,243

Depreciation 3,009 8,819 378 12,206
Amortisation of goodwill arising from
acquisition of:
subsidiaries 256 395 – 651
associates – – 6 6
Impairment loss on goodwill arising from
acquisition of subsidiaries – – 138 138
Gain on disposal of property, plant and
equipment – – 335 335
Impairment loss in respect of trade
receivables, deposits and other receivables 1,853 – – 1,853
Write-down of inventories 56 – – 56
Amortisation of prepaid lease payment 75 122 86 283
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(b) Geographical segments

The Group’s sales of controller systems for consumer electrical and electronic appliances and controller systems
for mobile phones and income from assembly of mobile phones are located in the PRC and Hong Kong.

The following table provides an analysis of the Group’s revenue by geographical market, irrespective of the
origin of the goods/services.

2005 2004
RMB’000 RMB’000

The PRC, excluding Hong Kong 253,489 426,023
Hong Kong 172,825 68,100
Taiwan 18,484 –
Others 1,384 –

446,182 494,123

An analysis of the carrying amount of segment assets, and additions to property, plant and equipment, by
geographical area in which the assets are located has not been presented as they are substantially located in the
PRC.

12. CAPITAL AND RESERVE

Attributable to equity holders of the Company

Statutory
Statutory public

Share Capital surplus welfare Translation Retained Minority
capital reserve reserve reserve reserve profits Total interests Total

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

At 1 January 2004
– As originally stated 50,000 40,449 8,697 3,914 – 55,454 158,514 – 158,514
– Effects of changes in

accounting policies – – – – – 240 240 5,739 5,979

– As restated 50,000 40,449 8,697 3,914 – 55,694 158,754 5,739 164,493
Profit and total recognised

income and expenses
for the year (restated) – – – – – 56,317 56,317 (1,177) 55,140

Acquisition of subsidiaries – – – – – – – 3,691 3,691
Final dividend – 2003 – – – – – (6,000) (6,000) – (6,000)
Interim dividend – 2004 – – – – – (3,500) (3,500) – (3,500)
Transfer to reserve funds – – 6,196 2,788 – (8,984) – – –

At 31 December 2004 and
at 1 January 2005 as restated 50,000 40,449 14,893 6,702 – 93,527 205,571 8,253 213,824

Exchange differences arising
on translation of foreign
operations and net income
recognised directly in equity – – – – 340 – 340 – 340

Profit for the year – – – – – 7,241 7,241 (3,190) 4,051

Total recognised income and
expenses for the year – – – – 340 7,241 7,581 (3,190) 4,349

Establishment of subsidiaries – – – – – – – 1,800 1,800
Final dividend – 2004 – – – – – (6,000) (6,000) – (6,000)
Interim dividend – 2005 – – – – – (3,500) (3,500) – (3,500)
Transfer to reserve funds – – 637 319 – (956) – – –

At 31 December 2005 50,000 40,449 15,530 7,021 340 90,312 203,652 6,863 210,515
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CLOSURE OF H SHARE REGISTER

The H share register of shareholders of the Company will be closed from 23 April 2006 to 22 May 2006
(both days inclusive), during which no transfer of H shares will be effected.

MANAGEMENT DISCUSSION AND ANALYSIS

Business and Operation Review

For the year ended 31 December 2005, the Group recorded a turnover of approximately RMB446,182,000
(2004: RMB494,123,000), representing a decrease of approximately 9.7% over the previous year. The
decrease in the Group’s turnover is mainly attributable to adjustments in the Group’s product mix.
Controllers recorded a relatively significant drop in sales. While the demand for the production and sales
of mobile phones continued to increase, the growth rate in the production of mobile phones was relatively
lower than that of the decrease rate in sale of other controllers, which contributed to the decline in
turnover.

As at 31 December 2005, profits attributable to shareholders of the Group amounted to RMB7,241,000
(2004: 56,317,000). The decrease in profits attributable to shareholders was principally due to a decrease
in gross profit margin arising from adjustments in product mix and a rise in administrative expenses
arising from the expansion of sales channels. Since the amount of impairment provisions for such items
as inventories and receivables was recognised in the fourth quarter, profits for the whole year of 2005
was less than that for the period ended 30 September 2005.

Finacial Review

As at 31 December 2005, the Group had current assets of RMB432,552,000 (2004: RMB300,804,000),
representing an increase of 43.8%, which was mainly attributable to the rise in receivables arising from
the expansion of sales channels. Another important factor for the increase in current assets was the
increase in cash and cash equivalents of the Group. As at 31 December 2005, the Group had current
liabilities of RMB475,019,000 (2004: RMB232,252,000), which represented an increase of over 100%
and was mainly due to the increase in short-term bank loans for the construction of new facilities and
working capital. In addition, looser credit policy of the suppliers also gave rise to an increase in short-
term bills payable. As at 31 December 2005, taking into account the unutilised bank loan facilities and
cash flow generated in the ordinary course of business, the Group had sufficient funds for the capital
requirement of daily operations and the new facilities despite its net current liability status.

The Group had cash and bank balance of RMB113,577,000 (2004: RMB86,541,000), short-term bank
loans of RMB170,760,000 (2004: RMB73,000,000), and net borrowings, of RMB57,183,000 (2004: net
cash of RMB13,541,000) respectively. The borrowings were secured by certain property, plant and
equipment and bank deposits of the Group. The Group will seek to replace the existing short-term bank
facilities by certain long-term bank loans and secure bank loans with lower costs, so as to improve the
Group’s financial position and reduce financial costs.

The Group’s gearing ratio as at 31 December 2005 was 24.7% (2004: 16.1%), which is expressed as a
percentage of the total bank borrowings over the total assets.

At 31 December 2005, the Group had given to a bank to secure banking facilities of RMB26,000,000
granted to an independent third party and the capital commitments in respect of acquisition of property,
plant and equipment amounted RMB49,544,000.
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The Group’s cash income and expenses were denominated in RMB while certain procurement transactions
were settled in US dollars. The Group regulated its outstanding foreign exchange balance by conducting
sales settled in US dollars to reduce its foreign exchange exposure. Since the existing bank loans are
repayable in RMB, there was no material foreign exchange risk. The Group will review and monitor
foreign exchange risk from time to time and may enter into forward swap contracts to hedge such risks
where appropriate.

Employees and Remuneration Policies

As at 31 December 2005, the Group had 1,142 employees (2004: 930 employees). Remuneration is
determined by reference to market terms and the performance, qualifications and experience of individual
employee. Discretionary bonuses based on individual performance will be paid to employees in recognition
and reward of their contribution. Other benefits include contributions to retirement scheme.

Prospects

In early 2006, the Group obtained a licence for the production of 3G mobile phones under its own brand.
In addition, the development project of LCD TV has entered a mature stage. These developments coupled
with the commencement of operation of new production facilities position the Group well in face of the
expected economic growth of the PRC. Looking ahead, the Group will continue to leverage on its R&D
capabilities, well-established customers base and highly-recognized product portfolio to further fortify its
position in intelligent electronic consumer product market.

AUDIT COMMITTEE

The annual results of the Group for the year ended 31 December 2005 have been reviewed and approved
by the Company’s audit committee.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed securities of the
Company during the year ended 31 December 2005.

CORPORATE GOVERNANCE

During the year ended 31 December 2005, the Company had compiled with the Code on Corporate
Governance Practices contained in Appendix 15 of the GEM Listing Rules (the “Code”) in all material
aspects except that no remuneration committee had been set up as required by rule B1.1 of the Code.

The above deviations from the Code was due to the practical situations of the Company as fully described
in the Annual Report of the Company for the year ended 31 December 2005.
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As at the date of this announcement, the executive directors are Mr. Wang Ya Qun, Mr. Liu Xiao Chun,
Mr. Chen Zheng Tu and Mr. Chen Da Jun, while the independent non-executive director is Mr. Li Ming.
The independent non-excutive directors are Mr. Tang Zhen Ming, Mr. Ding Gang Yi and Mr. Mok Wai
Man, Derek and Mr. Wang Ning.

By order of the Board of
Ningbo Yidong Electronic Company Limited

Wang Ya Qun
Chairman

31 March 2006, Shenzhen, the PRC

This announcement will remain on the “Latest Company Announcements” page on the GEM website for
at least 7 days from the day of its posting.


