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GEM has been positioned as a market designed to accommodate companies to which a higher

investment risk may be attached than other companies listed on the Stock Exchange. 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

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 at www.hkgem.com in order to obtain up-to-date information on

GEM-listed issuers.
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– i –



Page

Definitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

Letter from the Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

Appendix I — Unaudited Pro Forma Financial Information of

the Remaining Group . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I-1

Appendix II — Other Financial Information of the Group . . . . . . . . . . . . . . . . . . . . . . . . . II-1

Appendix III — Property Valuation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . III-1

Appendix IV — General Information . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . IV-1

Appendix V — Reconciliation Statement of the Properties . . . . . . . . . . . . . . . . . . . . . . . . V-1

Notice of the EGM . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . EGM-1

CONTENTS

– ii –



In this circular, unless the context otherwise requires, the following expressions have the following

meanings:

‘‘Announcement’’ the announcement of the Company dated 6 May 2010

‘‘Board’’ the board of Directors

‘‘Company’’ 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic Company

Limited*), a joint stock limited company incorporated in the PRC,

the issued Shares of which are listed on GEM (Stock Code: 8249)

‘‘connected persons’’ has the meaning ascribed thereto under the GEM Listing Rules

‘‘Consideration’’ the total consideration of RMB153,605,000 payable by the Purchaser

to the Company for the purchase of the Properties pursuant to the Sale

& Purchase Agreement

‘‘Directors’’ the directors of the Company

‘‘Disposal’’ the disposal of the Properties by the Company to the Purchaser

pursuant to the Sale & Purchase Agreement

‘‘Domestic Share(s)’’ the domestic invested share(s) of a nominal value of RMB0.10 each in

the registered capital of the Company, which are subscribed for in

RMB

‘‘Dormitories’’ the three blocks of dormitories of the Properties of an area of 17,285.96

sq. meters located at No. 52 Jin Feng Road, Urban Area Economic

Development Zone, Yuyao City, Ningbo Shi, Zhejiang Province, the

PRC, together with the land use right over such three blocks of

dormitories to the extent of an area of 14,667 sq. meters over which a

charge has been created by the Company in favour of the Agricultural

Bank of China pursuant to a charge made between the Company and

the Agricultural Bank of China on 8 February 2010

‘‘EGM’’ an extraordinary general meeting of the Company to be held to

consider and, if thought fit, approve the Sale & Purchase Agreement

and the transactions contemplated thereunder

‘‘Existing Loans’’ the aggregate of (i) outstanding loans advanced by the Company on 23

November 2009, 4 December 2009, 17 December 2009, 11 February

2010 and 25 February 2010 of an aggregate amount of RMB36,100,000

owing by the Company to Ningbo Dingduan Electric Appliance

Limited Company# (寧波頂端電器有限公司) whose shareholder is Mr.

Weng Keren, both of which are Independent Third Parties and are not

Shareholders of the Company; and (ii) an outstanding loan advanced

by the Company on 7 December 2009 of an amount of RMB2,900,000

owing by the Company to Mr. Shi Junda, who is an Independent Third

Party and is not a Shareholder
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‘‘Factory Premises’’ the two factory premises of the Properties of an aggregate area of

59,228.12 sq. meters located at No. 52 Jin Feng Road, Urban Area

Economic Development Zone, Yuyao City, Ningbo Shi, Zhejiang

Province, the PRC, together with the land use right over such two

factory premises to the extent of an area of 38,335 sq. meters over

which a charge has been created by the Company in favour of the Bank

of China pursuant to a charge made between the Company and the

Bank of China on 30 October 2009

‘‘GEM’’ the Growth Enterprise Market of the Stock Exchange

‘‘GEM Listing Rules’’ the Rules Governing the Listing of Securities on GEM

‘‘Group’’ the Company and its subsidiaries

‘‘Hong Kong’’ Hong Kong Special Administrative Region of the PRC

‘‘H-Share(s)’’ the overseas listed foreign invested share(s) of a nominal value of

RMB0.10 each in the registered capital of the Company, which are

listed on GEM and subscribed for and traded in Hong Kong dollars

‘‘Independent Third

Party’’

a party who is independent of, and not connected with, the directors,

chief executive, substantial shareholders and management shareholders

of the Company and its subsidiaries or any of their respective associates

‘‘Latest Practicable Date’’ 22 June 2010, being the latest practicable date prior to the printing of

this circular for ascertaining certain information in this circular

‘‘New Premises’’ No. 3, Wangongchi Road, Xiaodong Industrial Zone, Yuyao City,

Zhejiang Province, the PRC

‘‘Office Premise’’ the office premise of the Properties of an area of 15,394.23 sq. meters

located at No. 52 Jin Feng Road, Urban Area Economic Development

Zone, Yuyao City, Ningbo Shi, Zhejiang Province, the PRC, together

with the land use right over such office premise to the extent of an area

of 19,935 sq. meters over which a charge has been created by the

Company in favour of the Bank of China pursuant to a charge made

between the Company and the Bank of China on 30 October 2009

‘‘PRC’’ the People’s Republic of China excluding Hong Kong, Macau and

Taiwan

‘‘Previous Premises’’ No. 65 Siming East Road, Yuyao City, Zhejiang Province, China

‘‘Properties’’ the Dormitories, the Factory Premises, the Office Premise and the Staff

Canteen together with (i) the property use rights of a total area of

95,228.31 sq. meters and (ii) the land use rights of a total area of 72,937

sq. meters
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‘‘Purchaser’’ Ningbo Yida Electronic Appliance Limited Liability Company# (寧波

億達電器有限公司), a limited liability company incorporated under the

laws of PRC

‘‘RMB’’ renminbi, the official currency in the PRC

‘‘Sale & Purchase

Agreement’’

the sale and purchase agreement dated 30 April 2010 made between the

Company and the Purchaser in relation to the sale and purchase of the

Properties in accordance with the terms and conditions of the sale and

purchase agreement

‘‘SFO’’ the Securities and Futures Ordinance (Chapter 571 of the laws of Hong

Kong)

‘‘Share(s)’’ the share(s) of RMB0.10 each in the registered capital of the Company

‘‘Shareholder(s)’’ the holders of the Shares

‘‘sq. meter’’ square meters

‘‘Staff Canteen’’ the staff canteen of the Properties of an area of 3,380 sq. meters located

at No. 52 Jin Feng Road, Urban Area Economic Development Zone,

Yuyao City, Ningbo Shi, Zhejiang Province, the PRC

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘%’’ per cent.

* For identification purpose only

# The English translation of the Chinese names or words in this circular, where indicated, are included for information purpose

only, should not be regarded as the official English translation of such chinese names or words.
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(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 8249)

Executive Directors:

Mr. Liu Xiao Chun

Mr. Gong Zheng Jun

Mr. Chen Zheng Tu

Non-Executive Directors:

Mr. Zheng Yi Song

Mr. Liu Feng

Mr. Wang Wei Shi

Independent Non-Executive Directors:

Mr. Pang Jun

Professor Fang Min

Mr. Law Hon Hing Henry
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People’s Republic of China

Principal place of business

in Hong Kong:

Suite 1604, 16/F.

Chinachem Johnston Plaza

178–186 Johnston Road

Wanchai, Hong Kong

23 June 2010

To the Shareholders

Dear Sir or Madam,

VERY SUBSTANTIAL DISPOSAL
AND

NOTICE OF EXTRAORDINARY GENERAL MEETING

INTRODUCTION

By the Announcement, the Board announced that the Company entered into the Sale &

Purchase Agreement for the Disposal.

Pursuant to the Sale & Purchase Agreement, the Company has conditionally agreed to sell and

the Purchaser has conditionally agreed to purchase the Properties at an aggregate consideration of

RMB153,605,000.

The Disposal constitutes a very substantial disposal on the part of the Company under Rule

19.06 of the GEM Listing Rules and is subject to the Shareholders’ approval requirements under the

GEM Listing Rules. To the best of the Directors’ knowledge, information and belief having made

reasonable enquiries, no Shareholders have a material interest in the Disposal and are required to

abstain from voting on any resolution relating to the Disposal at the EGM.

The purpose of this circular is to give you further information regarding the Disposal and the

other information of the Group and to obtain approval from the Shareholders for the Disposal and

the transactions contemplated thereunder.

* For identification purpose only
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SUMMARY OF THE SALE AND PURCHASE AGREEMENT

Date : 30 April 2010

Parties

Vendor : the Company

Purchaser : Ningbo Yida Electronic Appliance Limited Liability Company#

(寧波億達電器有限公司)

To the best of the Directors’ information, knowledge and belief

(upon making reasonable enquiries), the Purchaser and its

ultimate beneficial owners are Independent Third Parties and

are not connected persons of the Company.

Assets to be disposed

Pursuant to the Sale & Purchase Agreement, the Company has conditionally agreed to sell and

the Purchaser has conditionally agreed to buy the Properties, which comprise the Dormitories, the

Factory Premises, the Office Premise and the Staff Canteen located in Yuyao City, Ningbo Zhejiang

Province, the PRC.

The land use right of the Properties was acquired by the Company in July 2004. As the

Properties have been under construction for the past 3 years, the Properties were vacant for the 2

financial years immediately before the transaction and the Company does not carry out any business

or manufacturing activities on the Properties and no equipment or machine has been installed in the

Properties by the Company. The Properties are currently vacant. All the Group’s business and

manufacture activities were conducted at the Previous Premises of the Company as at the date of the

Announcement and all the Group’s present business and manufacturing activities are currently

conducted at the New Premises.

Consideration

The Consideration for the Disposal is RMB153,605,000.

The Consideration shall be satisfied in the following manner:

(i) as to the amount of RMB39,000,000, which will be paid by the Purchaser to repay the

Existing Loans, after the Shareholders’ approval for the Disposal is obtained;

(ii) as to the amount of RMB41,000,000, which shall be payable by the Purchaser to the

Company within 3 days upon the completion of the transfer of title of the Dormitories by

the Company to the Purchaser;

(iii) as to the amount of RMB40,000,000, which shall be deposited by the Purchaser to the

Purchaser’s bank account on the day on which the attachment on the Factory Premises is

released and shall then be released to the Company subsequent to the completion of the

transfer of title of the Factory Premises by the Company to the Purchaser;
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(iv) as to the amount of RMB17,500,000, which shall be paid by the Purchaser to the

Company within 3 days subsequent to the completion of the transfer of title mentioned in

(iii) above; and

(v) as to the amount of RMB16,105,000, shall be deposited by the Purchaser to the

Purchaser’s bank account on the day on which the attachment on the Office Premises is

released and shall then be released to the Company on the date subsequent to the

completion of the transfer of title of the Office Premises.

Basis of the consideration

The Consideration was agreed between the Company and the Purchaser after arm’s length

negotiation by reference to the book value of the Properties of RMB219,485,045.65, which is the net

book value of the Properties, as at 31 March 2010 and the financial situation of the Company as a

whole. The Board has discussed with other potential purchasers regarding the disposal of the

Properties. However, the considerations offered by those potential purchasers were not as high as the

Consideration. As a result, those offers were turned down. The Directors believe that the

Consideration is fair and reasonable and is in the interests of the Company and the Shareholders as a

whole.

Conditions Precedent

Completion of the Sale & Purchase Agreement shall be conditional on and subject to the

fulfillment of the following conditions:

(a) the passing by the Shareholders who are not required by the GEM Listing Rules to

abstain from voting at the EGM on the necessary resolutions to approve the Sale &

Purchase Agreement and the transactions contemplated thereunder;

(b) all necessary consents, approvals, licenses and authorization required to be obtained on

the part of the Company in respect of the Sale & Purchase Agreement and the transactions

contemplated thereunder having been obtained; and

(c) all necessary consents, approvals, licenses and authorization required to be obtained on

the part of the Purchaser in respect of the Sale and Purchase Agreement and the

transactions contemplated thereunder having been obtained.

If the conditions have not been satisfied or waived on or before 30 September 2010 (or such

later date as agreed in writing by the Company and the Purchaser), the Sale & Purchase Agreement

shall cease and determine in accordance with the terms thereof, and thereafter neither party shall

have any obligations and liabilities towards each other, save for any antecedent breaches of the terms

thereof.

Completion

Subject to the satisfaction of the above conditions, the Disposal shall take place on or before

30 September 2010.
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INFORMATION ON THE PURCHASER

The Purchaser is a limited liability company incorporated under the laws of the PRC and

currently engaged in the business activities of export of home electronics. The shareholding interest

in the Purchaser is owned by Mr. Shi Junda and Ms. Lu Shujuan, each of whom is an Independent

Third Party and not a shareholder of the Company, as to 70% and 30% respectively. The Purchaser

has been the business acquaintance of the Company through a business gathering in December 2009.

INFORMATION OF THE COMPANY

The Group are engaged in the business activities of sales of controller systems for consumer

electrical and electronic appliances and sales of small electrical appliances, and sales of controller

systems for mobile phones and sales and assembly of mobile phones.

REASONS FOR THE DISPOSAL

The Directors (including the independent non-executive Directors) consider that the Sale &

Purchase Agreement was entered into after arm’s length negotiation and the terms and conditions of

the Sale & Purchase Agreement are fair and reasonable and in the interest of the Company and its

Shareholders as a whole. The Directors consider that, although the Company will record a loss in the

Disposal, it is fair and reasonable for the Company to enter into the Sale & Purchase Agreement and

use the proceeds of sale of the Properties to repay the Company’s Existing Loans and other loans of

the Company. Further, the Directors are of the view that, if the Company cannot meet the

repayment schedule of the loans of which charges are created over the Factory Premises and the

Office Premise, the Factory Premises and the Office Premise might then, in the course of enforcement

of the their charges, be sold by the Bank of China at a price lower than the Consideration.

The part of the proceeds of sale of the Properties in the amount of RMB39,000,000 shall be

used to repay the Existing Loans while the remaining proceeds of sale of the Properties in the

amount of RMB114,605,000 of which (a) the amount of RMB4,855,000 shall be used by the

Company as the Company’s working capital; and (b) the amount of RMB109,750,000 shall be used

to repay the other loans of the Company owing to the Independent Third Parties, in the following

manner:

(i) as to RMB16,000,000 which was due in December 2009 shall be used to release the

attachment on the Factory Premises;

(ii) as to RMB86,750,000, of which RMB10,700,000 was due in April 2010, RMB5,500,000

was due in May 2010 and RMB70,550,000 was due in November 2010 which shall be used

to repay loans owing by the Company to the Bank of China and to release the charges

over the Factory Premises and the Office Premise; and

(iii) as to RMB7,000,000 which was due in May 2010 shall be used to repay a loan owing by

the Company to the Guangdong Development Bank.

It is estimated that, at completion of the Disposal, the Company would record a loss of

approximately RMB66 million, regarding the Disposal, in the view of the difference between the net

book value of the Properties as at 31 March 2010 and the Consideration. The difference between the

Consideration and the market value of the Properties, as referred to in the valuation report in
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Appendix III to this circular, is RMB25,915,000. The discount of the Consideration as compared to

the net asset value of the Properties and the market value of the Properties are 42.89% and 16.87%

respectively.

Given all the Group’s business and manufacturing activities were carried out at the Previous

Premises and are currently carried out at the New Premises, no such business and manufacturing

activities are conducted at the Properties which are currently vacant. The Directors consider that the

Disposal will not have any material impact on the existing business operation of the Company which

is now conducted at the New Premises.

VALUATION OF THE PROPERTIES

The Properties

Avista Valuation Advisory Limited, an independent valuer, has valued the Properties.

Valuation report is set out in Appendix III to this circular. As stated in the valuation report in

Appendix III to this circular, the market value of the Properties as at 30 April 2010 was

approximately RMB179,520,000.

Accounting treatment of the Properties

Property, plant and equipment including buildings held for use in the production or supply of

goods or services, or for administrative purposes (other than construction in progress) are stated at

cost less subsequent accumulated depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property, plant and equipment (other

than construction in progress) over their estimated useful lives and after taking into account of their

estimated residual value, using the straight-line method.

An item of property, plant and equipment is derecognized upon disposal or when no future

economic benefits are expected to arise from the continued use of the asset. Any gain or loss arising

on derecognition of the asset (calculated as the difference between the net disposal proceeds and the

carrying amount of the item) is included in the profit or loss in the year in which the item is

derecognised.

POSSIBLE FINANCIAL EFFECT OF THE DISPOSAL

Assuming the Disposal had been completed on 31 December 2009 and according to the

unaudited pro forma financial information of the remaining group as set out in Appendix I to this

circular, the total assets of the Group would decrease from approximately RMB290,870,000 to

approximately RMB220,106,000 and the total liabilities of the Group would be RMB501,085,000.

According to the unaudited pro forma financial information as set out in Appendix I to this

circular, the Company will record an estimated loss on the Disposal of RMB70,764,000 assuming

that the Disposal had taken place on 31 December 2009, which is determined.

Upon completion of the Disposal, the Group will incur no further cost and burden of the

Properties in the long run, while the financial cost of the Group will also be reduced by repayment of

loan by way of the Disposal. As a result, the earnings of the Company would then be improved.
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WORKING CAPITAL

In the opinion of the Directors, the Group has sufficient working capital by obtaining

continuous financial support from a substantial shareholder of the Company (China Ruilian

Holding Corp) and having positive cash flow generated from future operations.

However, the Directors would like to draw your attention to the fact that there will be

significant part of the estimated net proceeds of the Disposal with approximately RMB153,605,000

utilized to repay the bank borrowings and other loans of approximately RMB148,750,000.

According to the unaudited pro forma financial information of the remaining Group as set out in

Appendix II, assuming the Disposal had been completed on 31 December 2009, the net current

liabilities of the Group would only be decreased from RMB468,111,000 to RMB315,176,000, and its

working capital will be insufficient for its present requirement for at least the twelve months from the

date of this circular if the Group could not obtain sufficient continuous financial support from its

substantial shareholder. The Company has obtained the financial support from its substantial

shareholder to provide additional funds to the Company to meet in full its financial obligation as

they fall due at least for the next 12 months from the Latest Practicable Date.

FINANCIAL AND TRADING PROSPECT OF THE GROUP

The Group continue to focus on its business direction from the previous mode of foundry-only

with low adding value to the mode of self-research and development, production and sale with high

adding value.

Upon the completion of the Disposal, the Group’s activities will continue to focus on the

existing two business segments namely, sales of controller systems for consumer electrical and

electronic appliances and income from sales of small electrical appliances, and sales of controller

systems for mobile phones and income from sales and assembly of mobile phones. As disclosed in the

unaudited quarterly report of the Group for the three months ended 31 March 2010, the Group’s

turnover was approximately RMB933,000, representing a decrease of 90.6% as compared to the

corresponding period in previous year (3/2009 : RMB9,903,000), whilst there was loss attributable to

shareholders of approximately RMB8,868,000, representing an increase of 59.7% as compared to the

same corresponding period (3/2009 : RMB5,553,000). The sale of mobile phones was low due to high

competition. Tight cashflow had limited the resources invested in operation and the management

was identifying profitable opportunities before feeding fund for worthy expansion.

For the three months ended 31 March 2010, the Group recorded an unaudited gross loss of

RMB932,000, and a gross loss margin of 99.9%, as compared to the unaudited gross margin and

gross profit margin of approximately RMB855,000 and 8.6% respectively for the corresponding

period in 2009. The decrease in the gross profit margin was mainly due to increase in competition.

The overheads showed an overall increase as compared to the corresponding period in 2009. Selling

expenses increased by 15.1% to approximately RMB122,000 from RMB106,000 in the corresponding

period last year, administrative expenses increased by 136.1% to approximately RMB9,887,000 from

RMB4,187,000 in the corresponding period last year, and finance costs decreased by 23.4% to

approximately RMB1,956,000 from RMB2,554,000 in the corresponding period last year.

Upon completion of the Disposal, the Group will remain diversifying its production to reduce

risks in individual segments. e.g. mobile phone, maintain and continue profitable operation as far as

possible, and identify strategic partners. The strategies place investor return maximisation in the first

place and keep risk-free progressing at all times.

LETTER FROM THE BOARD

– 9 –



Moreover, the Group will take active steps to obtain more sales orders for ‘‘999 medical

security mobile for the elderly (999中老年醫療保證手機)’’, which has already been increased from the

second quarter in 2010. In this regard, it is expected that more purchase contracts and orders will be

obtained from vigorous biddings. The Directors believes that, by the completion of the Disposal, the

indebtedness of the Group will improve substantially. The Disposal will also reduce the financial

costs of the Group. It is expected that the Group’s results will be improved as a result thereof.

GEM LISTING RULES IMPLICATION

The Disposal constitutes a very substantial disposal on the part of the Company under Rule

19.06 of the GEM Listing Rules and is subject to Shareholders’ approval requirement under the

GEM Listing Rules.

To the best of the Directors’ knowledge, information and belief having made reasonable

enquiries, no Shareholders and their associates have a material interest in the Disposal and is

abstained from voting at the EGM.

EGM

The notice of the EGM is set out on pages EGM-1 to EGM-2 of this circular.

The EGM will be convened for the purpose of obtaining approval from the Shareholders for

the Sale & Purchase Agreement and the transactions contemplated thereunder.

Proxy forms for use at the EGM is enclosed with this circular. Whether or not you intend to

attend the EGM, you are requested to complete and return the enclosed proxy forms in accordance

with the instructions printed thereon as soon as possible to the principal place of the Company at

Suite 1604, 16/F., Chinachem Johnston Plaza, 178–186 Johnston Road, Wanchai, Hong Kong in

accordance with the instructions printed thereon as soon as possible and in any event not less than 24

hours before the time appointed for holding the EGM or any adjournment thereof. Completion and

return of the form of proxy will not preclude you from attending and voting in person at the EGM or

any adjournment thereof should you so wish.

PROCEDURES FOR DEMANDING A POLL

Pursuant to Rule 17.47 of the GEM Listing Rules, all votes of the Shareholders at the general

meetings must be taken by poll. The chairman of the meeting will therefore demand a poll for every

resolution put to the vote of the EGM.

RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,

includes particulars given in compliance with the GEM Listing Rules for the purposes of giving

information with regard to the Group. The Directors, having made all reasonable enquiries, confirm

that, to the best of their knowledge and belief:

(a) the information contained in this circular is accurate and complete in all material respects

and not misleading;

(b) there are no other matters the omission of which would make any statement in this

circular misleading; and
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(c) all opinions expressed in this circular have been arrived at after due and careful

consideration and are founded on bases and assumptions that are fair and reasonable.

RECOMMENDATION

The Directors (including the independent non-executive Directors) consider that the Disposal is

fair and reasonable and is in the interests of the Company and the Shareholders as a whole.

Moreover, the Directors consider that the completion of the Disposal will improve the indebtedness

of the Group substantially.

Accordingly, the Directors recommend the Shareholders to vote in favour of the resolutions in

respect of the Sale & Purchase Agreement and the transactions contemplated thereunder, to be

proposed at the EGM.

By Order of the Board

Ningbo Yidong Electronic Company Limited

Liu Xiao Chun

Chairman

* For identification purpose only

# The English translation of the Chinese names or words in this circular, where indicated, are included for information purpose

only, should not be regarded as the official English translation of such Chinese names or words.
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The following is the text of a report of the unaudited pro forma financial information of the

Remaining Group, prepared for the sole purpose of inclusion in this circular, received from the auditors

of the Company, Lo and Kwong C.P.A Company Limited.

A. UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE REMAINING GROUP

On 30 April 2010, Ningbo Yidong Electronic Company Limited (the ‘‘Company’’) entered into

a sale and purchase agreement with independent third parties (the ‘‘Purchaser’’), pursuant to which

the Company has conditionally agreed to disposal and the Purchaser has conditionally agreed to

acquire the properties of which comprise the dormitories, the factory premises, the office premise

and the staff canteen located in Yuyao City, Ningbo Zhejiang Province, the People Republic of

China (the ‘‘ Properties’’) for a total consideration of RMB153,605,000 (the ‘‘Proposed Disposal’’).

The accompanying unaudited pro forma consolidated statement of financial position,

unaudited pro forma consolidated statement of comprehensive income and unaudited pro forma

consolidated statement of cash flow statement of the Company and its subsidiaries (hereinafter

collectively referred to as the ‘‘Group’’) (the ‘‘Unaudited Pro Forma Financial Information’’) have

been prepared to illustrate the effect of the Proposed Disposal might affected the financial

information of the Group. The Group immediately after the completion of the Proposed Disposal is

referred to as the ‘‘Remaining Group’’.

The unaudited pro forma consolidated statement of financial position of the Remaining Group

as at 31 December 2009 is prepared based on the audited consolidated statement of financial position

as at 31 December 2009 as extracted from the annual report as set out in the annual report 2008–

2009 of the Company and adjusted in accordance with pro forma adjustments described in the notes

thereto as if the Proposed Disposal had been completed on 31 December 2009.

The unaudited pro forma consolidated statement of comprehensive income and unaudited pro

forma consolidated statement of cash flow of the Remaining Group for the year ended 31 December

2009 are prepared based on the audited consolidated statement of comprehensive income and

audited consolidated statement of cash flow as set out in the annual report 2008–2009 of the

Company and adjusted in accordance with pro forma adjustment described in the notes thereto, as if

the Proposed Disposal had been completed on 1 January 2009.

The Unaudited Pro Forma Financial Information has been prepared for illustrative purpose

only and because of its hypothetical nature, it may not give a true picture of the financial position,

results of operations or cash flow of the Remaining Group had the Proposed Disposal been

completed as at the respective dates to which it is made up to or at any future dates.
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Unaudited Pro Forma Consolidated Statement of Financial Position of the Remaining Group

Audited consolidated

statement of financial

position of the Group as

at 31 December 2009

Pro forma

adjustment

Unaudited pro forma

consolidated statement

of financial position of

the Remaining Group

RMB’000 RMB’000 RMB’000

(Audited) (Unaudited) (Unaudited)

(note 1)

NON CURRENT ASSETS

Property, plant and equipment 244,857 (217,306) 27,551

Investment properties 1,325 1,325

Prepaid lease payments 11,714 (6,393) 5,321

257,896 34,197

CURRENT ASSETS

Inventories 2,674 2,674

Trade and bills receivables 1,800 1,800

Prepayment, deposits and other receivables 8,068 8,068

Paid in advances 4,973 4,973

Prepaid lease payments 242 242

Amount due to directors 3,082 3,082

Pledged bank deposits 10,270 10,270

Bank balances and cash 1,865 152,935 154,800

32,974 185,909

CURRENT LIABILITIES

Trade and bills payables 47,046 47,046

Other payables and accruals 59,034 59,034

Receipt in advances 8,071 8,071

Amount due to corporate shareholder 188,989 188,989

Amount due to a minority shareholders of

a subsidiary 1,591 1,591

Amount due to directors 7,800 7,800

Amount due to related companies 12,016 12,016

Dividend payables 4,440 4,440

Provision for claims 36,899 36,899

Bank borrowings 129,199 129,199

Deferred revenue 6,000 6,000

501,085 501,085

NET CURRENT LIABILITIES (468,111) (315,176)

NET LIABILITIES (210,215) (280,979)

CAPITAL AND RESERVES

Share capital 50,000 50,000

Reserves (260,225) (70,764) (330,989)

Equity attributable to owners of the Company (210,225) (280,989)

Non-controlling interests 10 10

(210,215) (280,979)
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Note 1

(i) The adjustment represents the de-consolidation of the assets attributable to the Group as at 31 December 2009 from the

consolidated statement of financial position of the Group as at 31December 2009, which has been extracted from the

annual report of the Group in the annual report 2008–2009 of the Company, as if the Proposed Disposal had taken

place on 31 December 2009

(ii) The adjustment also represents the estimated unaudited loss on disposal of the Properties, as if the Proposed Disposal

had taken place at 31 December 2009, which calculated as follows:

RMB’000

Sales consideration 153,605

Less: Estimated payment of fees and expenses in connection

with the Proposed Disposal (670)

Estimated net cash proceeds 152,935

Less: Net carrying values of the Properties as at 31 December 2009 (223,699)

(70,764)

Note 2

No adjustments have been made to reflect any trading result or other transactions of the Group and the Purchaser entered into

subsequent to December 2009.
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Unaudited Pro Forma Consolidated Statement of Comprehensive Income of the Remaining Group

Audited consolidated

statement of

comprehensive income

of the Group for the

year ended

31 December 2009

Pro forma

adjustment

Unaudited pro forma

consolidated statement

of comprehensive

income of the remaining

Group for the year

ended

31 December 2009

RMB’000 RMB’000 RMB’000

(Audited) (Unaudited) (Unaudited)

(note 1)

Turnover 25,618 25,618

Cost of sales (66,786) (66,786)

Gross loss (41,168) (41,168)

Other income 10,309 10,309

Selling and distribution expenses (682) (682)

Administrative expenses (34,257) (34,257)

Finance costs (10,076) (10,076)

Loss on disposal of property, plant and

equipment and the prepaid lease payment — (56,264) (56,264)

Gain on invalidation of subsidiaries 8,115 8,115

Provision for claims (3,800) (3,800)

Loss before taxation (71,559) (127,823)

Income tax credit 430 430

Loss for the year (71,129) (127,393)

Other comprehensive income

Exchange differences on translating foreign

operations

Exchange differences arising during the year 483 483

Total comprehensive loss for the year, net of tax (70,646) (126,910)

Loss for the year attributable to:

Owners of the Company (70,525) (126,789)

Non-controlling interests (604) (604)

(71,129) (127,393)

Total comprehensive loss attributable to:

Owners of the Company (70,042) (126,306)

Non-controlling interests (604) (604)

(70,646) (126,910)
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Note 1

The adjustment represents the estimated unaudited loss on Proposed Disposal of the Group, as if the Proposed Disposal had

taken place on 1 January 2009, which is calculated as follows:

RMB’000

Sales consideration 153,605

Less: Estimated payment of fees and expenses in connection

with the Proposed Disposal (670)

Estimated net cash proceeds 152,935

Less: Net carrying values of the Properties as at 1 January 2009 (209,199)

(56,264)

The adjustment will not have continuing comprehensive income effect to the Remaining Group.

Note 2

For the year ended 31 December 2009, no expenses or income attributable to the Group by the Properties to the consolidated

statement of comprehensive income, as if the Proposed Disposal had taken place on 1 January 2009.

Note 3

No adjustments have been made to reflect any trading result or other transactions of the Group and the Purchaser entered into

subsequent to December 2009.

APPENDIX I UNAUDITED PRO FORMA FINANCIAL INFORMATION
OF THE REMAINING GROUP

– I-5 –



Unaudited Pro Forma Consolidated Statement of Cash Flow of the Remaining Group

Audited consolidated

statement of cash flow

of the Group for the

year ended

31 December 2009 Pro forma adjustment

Unaudited pro forma

consolidated statement

of cash flow of the

Remaining Group

RMB’000 RMB’000 RMB’000 RMB’000

(Audited) (Unaudited) (Unaudited) (Unaudited)

(note 1) (note 2)

Operating Activities

Loss before taxation (71,559) (56,264) (127,823)

adjustment for: —

Amortisation of prepaid lease

payments 3 3

Depreciation of property, plant and

equipment 6,267 6,267

Depreciation of investment properties 1 1

Finance costs 10,076 10,076

Government grants received

recognised as income (128) (128)

Impairment loss recognised in respect

of inventories 35,388 35,388

Impairment loss recognised in respect

of trade receivables 2,571 2,571

Impairment loss recognised in respect

of other receivables 9,653 9,653

Impairment loss recognised in respect

of amount due from a shareholder 931 931

Impairment loss recognised in respect

of amount due from a related

company 3,746 3,746

Reversal of impairment loss

recognised in respect of trade

receivables (1,182) (1,182)

Reversal of impairment loss

recognised in respect of other

receivables (3,023) (3,023)

Write-off of other receivables 205 205

Interest income (632) (632)

Provision for claims 3,800 3,800

Loss on disposal of property, plant

and equipment and the prepaid

lease payment 56,264 56,264

Gain on disposal of property, plant

and equipment (249) (249)

Loss on invalidation of subsidiaries (8,115) (8,115)

Reversal of provision for claims (1,120) (1,120)
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Audited consolidated

statement of cash flow

of the Group for the

year ended

31 December 2009 Pro forma adjustment

Unaudited pro forma

consolidated statement

of cash flow of the

Remaining Group

RMB’000 RMB’000 RMB’000 RMB’000

(Audited) (Unaudited) (Unaudited) (Unaudited)

(note 1) (note 2)

Operating cash flows before movements in

working capital (13,367) (69,631)

Decrease in inventories 4,434 4,434

Decrease in trade and bills receivables 3,757 3,757

Increase in prepayments, deposits and

other receivable (8,082) (8,082)

Decrease in paid in advances 8,798 8,798

Increase in amount due from a

shareholder (221) (221)

Increase in amount due from directors (2,549) (2,549)

Increase in amount due from related

companies (3,209) (3,209)

Decrease in trade and bills payables (33,152) (33,152)

Increase in other payables and accruals 18,730 18,730

Decrease in receipt in advances (2,825) (2,825)

Increase in amount due to corporate

shareholder 47,576 47,576

Decrease in amounts due to directors (665) (665)

Decrease in Provision for claims (6,102) (6,102)

13,123 (43,141)

CASH GENERATED FROM

OPERATIONS

Income taxes paid (442) (442)

NET CASH FROM OPERATING

ACTIVITIES 12,681 (43,583)

INVESTING ACTIVITIES

Proceeds from disposal of property,

plant and equipment 685 685

Proceeds from disposal of property,

plant and equipment and the prepaid

lease payment — 152,935 152,935

Increase in pledged bank deposits (3,940) (3,940)

Purchase of property, plant and

equipment (14,399) 13,832 (567)

Interest received 632 632
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Audited consolidated

statement of cash flow

of the Group for the

year ended

31 December 2009 Pro forma adjustment

Unaudited pro forma

consolidated statement

of cash flow of the

Remaining Group

RMB’000 RMB’000 RMB’000 RMB’000

(Audited) (Unaudited) (Unaudited) (Unaudited)

(note 1) (note 2)

NET CASH USED IN INVESTING

ACTIVITIES (17,022) 149,745

FINANCING ACTIVITIES

Government grants received 6,000 6,000

New Bank loans raised 129,199 129,199

Repayment of bank loans (124,670) (124,670)

Interest paid (10,076) (10,076)

Repayment to a related company (1,170) (1,170)

NET CASH USED IN FINANCING

ACTIVITIES (717) (717)

NET DECREASE IN CASH AND

CASH EQUIVALENTS (5,058) 161,709

CASH AND CASH EQUIVALENTS

AT THE BEGINNING OF THE

YEAR 6,923 6,923

CASH AND CASH EQUIVALENTS

AT THE END OF THE YEAR,

represented by bank balances and

cash 1,865 168,632

Note 1

The adjustment represents the estimated unaudited gain on disposal of the Properties of approximately RMB56,294,000 and

the net cash inflow arising on the Proposed Disposal of approximately RMB152,935,000 which includes the cash consideration

received of approximately RMB153,605,000 and the estimated payments of fees and expenses in connection with the Proposed

Disposal of approximately RMB670,000, as if the Proposed Disposal had taken place on 1 January 2009. The adjustment will

not have continuing statement of cash flow effect to the Remaining Group.

Note 2

The adjustment represents the elimination of effect for the purchase of the Properties and buildings under construction in the

PRC as if the Proposed Disposal had taken place on 1 January 2009.

Note 3

No adjustments have been made to reflect any trading result or other transactions of the Group and the Purchaser entered into

subsequent to December 2009.
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ACCOUNTANTS’ REPORT ON UNAUDITED PRO FORMA FINANCIAL INFORMATION

23 June 2010

The Directors

Ningbo Yidong Electronic Company Limited

No. 3, Wangongchi Road

Xiaodong Industrial Zone

Yuyao City, Zhejiang Province

China

Dear Sirs,

We report on the unaudited pro forma financial information of Ningbo Yidong Electronic

Company Limited (the ‘‘Company’’) and its subsidiaries (hereinafter collectively referred to as the

‘‘Group’’) set out in Appendix I of the circular dated 23 June 2010 (the ‘‘Circular’’) in connection

with the proposed disposal of properties, which comprise the dormitories, the factory premises, the

office premise and the staff canteen located in Yuyao City, Ningbo Zhejiang Province, the People

Republic of China (the ‘‘ Properties’’) (the ‘‘Proposed Disposal’’), which has been prepared by the

directors of the Company (the ‘‘Directors’’), solely for illustrative purpose only, to provide

information about how the Proposed Disposal might have affected the financial information

presented.

Respective responsibilities of Directors and reporting accountants

It is the sole responsibility of the Directors to prepare the unaudited pro forma financial

information in accordance with paragraph 31 of Chapter 7 of the Rules Governing the Listing of

Securities on Growth Enterprises Market of The Stock Exchange of Hong Kong Limited (the ‘‘GEM

Listing Rules’’) and with reference to Accounting Guideline 7 ‘‘Preparation of Pro Forma Financial

Information for Inclusion in Investment Circulars’’ issued by the Hong Kong Institute of Certified

Public Accountants (the ‘‘HKICPA’’).

It is our responsibility to form an opinion, as required by paragraph 31(7) of Chapter 7 of the

GEM Listing Rules, on the unaudited pro forma financial information and to report our opinion to

you. We do not accept any responsibility for any reports previously given by us on any financial

information used in the compilation of the unaudited pro forma financial information beyond that

owed to those to whom those reports were addressed by us at the dates of their issue.

Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on Investment

Circular Reporting Engagements 300 ‘‘Accountants’ Reports on Pro Forma Financial Information

in Investment Circulars’’ issued by the HKICPA. Our work consisted primarily of comparing the

unadjusted financial information with the source documents, considering the evidence supporting
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the adjustments and discussing the unaudited pro forma financial information with the Directors.

This engagement did not involve independent examination of any of the underlying financial

information.

We planned and performed our work so as to obtain the information and explanations we

considered necessary in order to provide us with sufficient evidence to give reasonable assurance that

the unaudited pro forma financial information has been properly compiled by the Directors on the

basis stated, that such basis is consistent with the accounting policies of the Group and that the

adjustments are appropriate for the purpose of the unaudited pro forma financial information as

disclosed pursuant to paragraph 31(1) of Chapter 7 of the Listing Rules.

The unaudited pro forma financial information is for illustrative purpose only, based on the

judgments and assumptions of the Directors, and, because of its hypothetical nature, does not

provide any assurance or indication that any event will take place in the future and may not be

indicative of:

. the financial position of the Group as at 31 December 2009 or any future date; or

. the results and cash flow of the Group for the year ended 31 December 2009 or any future

period.

Opinion

In our opinion:

a) the unaudited pro forma financial information has been properly compiled by the

Directors on the basis stated;

b) such basis is consistent with the accounting policies of the Group; and

c) the adjustments are appropriate for the purposes of the unaudited pro forma financial

information as disclosed pursuant to paragraph 31(1) of Chapter 7 of the GEM Listing

Rules.

Yours faithfully,

Lo and Kwong C.P.A Company Limited

Certified Public Accountants

Lo Wah Wai

Practising Certificate Number: P02693

Suit 216–218, 2/F Shui On Centre,

6–8 Habour Road, Wanchai,

Hong Kong

23 June 2010
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I. MANAGEMENT DISCUSSION AND ANALYSIS ON THE GROUP

The following information is the management discussion and analysis of the Remaining Group

for each of the year ended 31 December 2009 and 31 December 2008 and for the period ended 31

December 2007.

For the year ended 31 December 2009

Business and operations review

Turnover

For the year ended 31 December 2009, the Group recorded revenue of approximately

RMB25,618,000 (2008 : RMB94,522,000), representing a decrease of approximately 72.9% over

the previous year. The decrease in the Group’s revenue is due to decrease in sales of both

mobile phones and controller systems during the year.

The Group’s activities are divided into 2 business segments — namely sales of controller

systems for consumer electrical and electronic appliances and income from sales of small

electrical appliances, and sales of controller systems for mobile phones and income from sales

and assembly of mobile phones. Accordingly, analysis by business segments is provided in note

11 to the notes of the consolidated financial statements.

The Group’s activities are also divided into 2 geographical segments — namely the PRC

(excluding Hong Kong) and Hong Kong. Accordingly, analysis by geographical segments is

provided in note 11 to the notes of the consolidated financial statements.

Gross (loss) profit margin was (160.7%) (2008 : (4.7%)) and there is a decrease in the

profit margin due to keen competition and lower sales volume this year. The Group continues

to procure cost control to mitigate the impact of price competition caused by intense

competition in the mobile phone industry.

Other revenues mainly include gain on disposal of fixed assets and reversal of impairment

loss recognised in respect of trade receivables/other receivables. Selling expenses recorded a

decrease by 33.4%, while administrative expenses recorded a decrease of 77.2% over the

previous year. For the year ended 31 December 2009, finance costs amounted to

RMB10,076,000 (2008 : RMB30,957,000), which represented a decrease of 67.5% over the

previous year.

For the year ended 31 December 2009, loss attributable to shareholders of the Group

amounted to RMB70,525,000 (2008 : RMB135,447,000). Emergence of loss attributable to

shareholders was principally due to the administrative expenses, (which comprising mainly

impairment loss on receivables), and finance costs incurred during the year.

Significant investment held and acquisition

As at 31 December 2009, save as disclosed in the report, the Group did not have any

significant investment and acquisition.
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Changes in the group structure

As at 31 December 2009, please refer for our group structure below:

Name of subsidiary Class of shares held

Place of

incorporation/

registration and

operation/

establishment

Nominal value of paid

up issued/registered/

ordinary capital

Attributable equity interest

held by the Company

Principal activitiesDirectly Indirectly

A-Tech Technology (HK)

Limited

Ordinary Hong Kong HKD2 100% — Sale of controller systems for

mobile phones

Ningbo Yitai Electronic

Company Limited

Contributed capital PRC RMB15,000,000 51% — Research and development

and production of

controller systems for

display devices

Ningbo Yidong Digital

Technology Co. Ltd.

Contributed capital PRC RMB5,000,000 (paid

up RMB1,500,000)

99% — Research and development

of external equipments of

electronic calculators,

electronic components,

integrated circuits,

household electrical

appliances,

telecommunication and

terminal equipments

Ningbo Yiyuan Electronic

Technology Co. Ltd.

Contributed capital PRC RMB2,000,000 99% — Research and production

and processing of

telecommunication and

terminal equipments, and

household electrical

appliances

西安屹光電氣科技有限公司 Contributed capital PRC RMB3,000,000 (paid

up RMB600,000)

100% — Research and production

and processing of

electronic appliances and

telecommunication

Financial review

Current assets and liabilities

As at 31 December 2009, the Group had current assets of RMB32,974,000 (2008 :

RMB85,073,000), representing a decrease of 61.2% compared with last year. The decrease was

mainly attributable to the reduced inventories during the year. As at 31 December 2009, the

Group had current liabilities of RMB501,085,000 (2008 : RMB475,088,000), which represented

a mild increase of 5.5%. As at 31 December 2009, the unutilised bank loan facilities and cash

flow generated in the ordinary course of business were sufficient for the capital requirement of

daily operations and the new facilities despite its net current liability status.

Finance and banking facilities

As at 31 December 2009, the Group had cash and bank balances of RMB12,135,000

(2008 : RMB13,253,000), short-term bank borrowings of RMB129,199,000 (2008 :

RMB124,670,000), and net borrowings of RMB117,064,000 (2008 : RMB111,417,000)

respectively. The borrowings were secured by certain property, plant and equipments,

investment properties, prepaid lease payments and bank deposits of the Group. The Group
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will seek to replace the existing short-term bank facilities by long-term bank loans and secure

bank loans with lower costs of borrowings, so as to improve the Group’s financial position and

reduce financial costs.

Gearing ratio

The Group’s gearing ratio as at 31 December 2009 was 44.4% (2008 : 37.2%), which is

expressed as a percentage of the total bank borrowings over the total assets.

Contingent liabilities

(a) Pursuant to an agreement and supplementary agreement dated 20 December 2006 and 17

August 2007 respectively, in connection with the Group’s very substantial disposal

transaction regarding the disposal of the Group’s land use right together with buildings

thereon (collectively referred to ‘‘the Property’’) at a consideration of RMB8,000,000, the

Group is required to deliver the Property to Property Land Resources Bureau of Yuyao

City before October 2007. As the Group failed to deliver the Property before October

2007, Property Land Resources Bureau of Yuyao City claimed the Group for

compensation for breach of contract at amount calculated based on a daily rate of

0.05% of the valuation amount of the Property (the ‘‘Penalty’’).

The Group obtained a reply letter dated 16 March 2010 from Land Resources Bureau of

Yuyao City, pursuant to which the captioned penalty will be waived provided that the

Group left and delivery the Property on or before 30 April 2010 (as further extended from

30 August 2009 according to another reply letter dated 11 March 2009 issued by Land

Resources Bureau of Yuyao City). Having considered legal advice, the directors of the

Company believe that they will fulfill the said condition before 30 April 2010 and

accordingly, no provisional liability for the Penalty has to be provided for the year ended

31 December 2009. The Penalty amounted to approximately RMB9,760,000 and

RMB18,142,000 as at 31 December 2008 and 2009 respectively.

(b) On 30 December 2009, the Company had been served with a writ of summons in the PRC

from a creditor for the default payment of loan of approximately RMB3,869,000. A

hearing was held on 10 March 2010 and the legal proceedings are still in progress and no

conclusion has been reached by the Court up to the date of approval of these consolidated

financial statements. Based on the legal advice and the facts or evidences presented to the

Court during the first court hearing, the directors are of the opinion that the Group would

have strong grounds to defend and accordingly, no provision is required to be made in the

consolidated financial statements.

(c) Subsequently to the year ended 31 December 2009, on 18 January 2010, the Company

received a writ of summons in the PRC from a contractor against the Company for the

default payment of approximately RMB2,825,000 for construction work on the Group’s

buildings. First court hearing was held on 10 March 2010 and the legal proceedings are

still in progress and no conclusion has been reached by the Court up to the date of

approval of these consolidated financial statements. Based on the legal advice and the

facts or evidences presented to the Court during the first court hearing, the directors are

of the opinion that the Group would have strong grounds to defend and accordingly, no

provision is required to be made in the consolidated financial statements.
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Capital commitments

2009 2008

RMB’000 RMB’000

Commitments contracted for but not provided in the

consolidated financial statements in respect of acquisition of

property, plant and equipment — 27,066

Capital structure and financial resources

As at 31 December 2009, the Group had net liabilities of approximately RMB210,215,000

(2008 : net liabilities RMB139,569,000). The Group’s operations and investments are financed

principally by its internal resources, bank borrowings and shareholders’ equity.

Foreign exchange risk

The Group’s 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

An analysis of employees of the Group by their duties for each of the three years ended 31

December 2007, 2008 and 2009 is set out below:

Functions

Headcount for the year

ended 31 December

2007 2008 2009

Sales and marketing 43 23 21

Research & Development 14 14 35

Production (including quality control) 329 224 124

Finance and administration 22 32 60

Procurement 46 8 8

454 301 248

As at 31 December 2009, the Group had 248 employees (2008 : 301 employees).

Remuneration is determined by reference to market terms and the performance, qualifications

and experience of individual employee. Bonuses based on individual performance will be paid

to employees in recognition and reward of their contribution. Other benefits include

contributions to retirement scheme.
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Staff Quarters

Workers and staff of the Group are provided with accommodation at Yuyao City. The

Directors confirm that, apart from the above accommodation, there was no other housing

benefit provided by the Group to its staff.

Relationship with Employees

The Group has not experienced any significant labour disputes or strikes which have led

to the disruption of its normal business operations. The Directors consider that the Group

maintains good relationship with its employees.

For the year ended 31 December 2008

Business and operations review

Turnover

For the year ended 31 December 2008, the Group recorded revenue of approximately

RMB94,522,000 (2007 : RMB362,378,000), representing an decrease of approximately 73.9%

over the previous year. The decrease in the Group’s revenue is due to decrease in sales of both

mobile phones and controller systems during the year.

The Group’s activities are divided into 2 business segments — namely sales of controller

systems for consumer electrical and electronic appliances and income from sales of small

electrical appliances, and sales of controller systems for mobile phones and income from sales

and assembly of mobile phones. Accordingly, analysis by business segments is provided in note

8 to the notes of the consolidated financial statements.

The Group’s activities are also divided into 3 geographical segments — namely the PRC,

excluding Hong Kong, Hong Kong and others. Accordingly, analysis by geographical segments

is provided in note 8 to the notes of the consolidated financial statements.

Gross (loss) profit margin was (4.7%) (2007 : 9.7%) and there is a decrease in the profit

margin due to keen competition. The Group continues to procure cost control to mitigate the

impact of price competition caused by intense competition in the mobile phone industry.

Other revenues mainly include gain on disposal of fixed assets and Government grants

received and recorded an increase of 777.7% over the previous year. Selling expenses recorded a

decrease by 78.9%, while administrative expenses recorded a decrease of 9.6% over the

previous year. For the year ended 31 December 2008, finance costs amounted to

RMB32,285,000 (2007 : RMB31,862,000), which represented a mild increase of 1.3% over the

previous year.

For the year ended 31 December 2008, loss attributable to shareholders of the Group

amounted to RMB135,447,000 (2007 : RMB190,476,000). Emergence of loss attributable to

shareholders was principally due to the administrative expenses, comprising mainly impairment

loss on receivables, and finance costs incurred during the year.
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Significant investment held and acquisition

As at 31 December 2008, save as disclosed in this report, the Group did not have any

significant investment and acquisition.

Changes in the group structure

During the year, the Group disposed of its entire 65% interest of the registered capital in

Shenzhen E-Source Communications Technology Company Limited to a third party and the

Group also disposed of its entire 66.7% interest of the registered capital in 深圳市德諾通訊技術

有限公司 to a third party. Moreover, Ningbo Million Bank Electronic Technical Company

Limited had been invalidated by Administration for Industry & Commerce in the PRC.

Financial review

Current assets and liabilities

As at 31 December 2008, the Group had current assets of RMB85,448,000 (2007 :

RMB331,594,000), representing a decrease of 74.4% compared with last year. The decrease was

mainly attributable to the reduced bank balances and cash arising from repayment of bank

borrowings during the year. As at 31 December 2008, the Group had current liabilities of

RMB475,088,000 (2007 : RMB630,446,000), which represented a decrease of 24.8% and was

mainly due to the decrease in other payables and repayment of bank borrowings. As at 31

December 2008, the unutilised bank loan facilities and cash flow generated in the ordinary

course of business were sufficient for the capital requirement of daily operations and the new

facilities despite its net current liability status.

Finance and banking facilities

As at 31 December 2008, the Group had cash and bank balances of RMB13,253,000

(2007 : RMB202,276,000), short-term bank borrowings of RMB124,670,000 (2007 :

RMB225,840,000), and net borrowings of RMB111,417,000 (2007 : RMB23,564,000)

respectively. The borrowings were secured by certain property, plant and equipments and

bank deposits of the Group. The Group will seek to replace the existing short-term bank

facilities by long-term bank loans and secure bank loans with lower costs of borrowings, so as

to improve the Group’s financial position and reduce financial costs.

Gearing ratio

The Group’s gearing ratio as at 31 December 2008 was 37.2% (2007 : 35.6%), which is

expressed as a percentage of the total bank borrowings over the total assets.

Contingent liabilities

(a) As at 31 December 2008, the Group had entered into the guarantee contracts of

RMB10,000,000 with banks to provide guarantee to secure the bank facilities granted to a

third party.
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(b) Pursuant to the agreement in connection with the very substantial disposal transaction as

detailed in note 2(v), the daily penalty of 0.05% on the basis of total consideration has

been waived provided that the Company has to fulfill the condition to leave the Property

on or before 30 August 2009 according to the reply letter dated 11 March 2009 issued by

Land Resources Bureau of Yuyao City.

(c) Pending cases prosecuted before 2007

As of 31 December 2008, there are 5 pending cases prosecuted before 2007 relating to

Yidong Company. The details are as follows:

1. The Civil Mediation Agreement (2006) Yong Min Si Chu Zi No. 95 ((2006) 甬民四初

字第95號 《民事調解書》) for the case in relation to Apex Science & Engineering

Corp. (台灣夆典科技開發股份有限公司) (The ‘‘Plaintiff’’) who took a legal action

with Ningbo Intermediate People’s Court on 20 April 2006 to claim the Company

(The ‘‘Defendant’’) to pay the payment for goods of USD1,551,000 and the interest

of USD87,000. Both parties reached a mediation agreement in the court on 8

November 2007 : the plaintiff agreed to settle the case if the Company pays

USD525,000.

The Company shall implement the repayment by the end of April in 2008. However,

the Company cannot afford to pay the amount on schedule due to the financial

crisis. Subsequently, the judicial persons of both companies reached an oral

compromise agreement once again, i.e. the plaintiff agreed that the Company might

pay RMB2,000,000 and the balance would be exempted. The Company has paid

USD38,000 and RMB300,000 by installment. The aggregate amount which has been

repaid would be RMB556,000 if being translated at the exchange rate issued by the

bank on 31 December 2008. The outstanding amount due from the Company to the

plaintiff is equal to RMB1,444,000.

2. The Civil Mediation Agreement (2006) Yong Min Si Chu Zi No. 96 ((2006) 甬民四初

字第96號《民事調解書》) for the case in relation to Apex Science & Engineering

Corp. (台灣夆典科技開發股份有限公司) (The ‘‘Plaintiff’’) who took a legal action

with Ningbo Intermediate People’s Court on 20 April 2006 to claim the Company

(The ‘‘Defendant’’) to pay the payment for goods of USD2,009,000 and the interest

of USD112,000. Both parties reached a mediation agreement in the court on 8

November 2007 : the plaintiff agreed to settle the case if the Company pays

USD495,000.

The Company shall implement the repayment by the end of April in 2008. However,

the Company cannot afford to pay the amount on schedule due to the financial

crisis. Subsequently, the judicial persons of both companies reached an oral

compromise agreement once again, i.e. the plaintiff agreed that the Company might

pay RMB2,000,000 and the balance would be exempted. The Company has paid

USD38,000 and RMB300,000 by installment. The aggregate amount which has been

repaid would be RMB556,000 if being translated at the exchange rate issued by the

bank on 19 February 2009. The outstanding amount due from the Company to the

plaintiff is equal to RMB1,444,000.
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3. The Paper of Civil Judgment (2006) Yong Min Si Chu Zi No. 218 ((2006) 甬民四初字

第218號《民事判決書》) for the case in relation to ANC Holdings Company Limited

(ANC控股有限公司) (The ‘‘Plaintiff’’) who took a legal action with Ningbo

Intermediate People’s Court on 30 March 2006 to claim the Company (The

‘‘Defendant’’) to pay the payment for goods of USD518,000 and the interest of

USD113,000. Ningbo Intermediate People’s Court issued the Paper of Civil

Judgment (2006) Yong Min Si Chu Zi No. 218 ((2006) 甬民四初字第218號《民事

判決書》) on 14 July 2008 to judge that the Company shall pay the payment for

goods of USD518,000 and the interest of USD113,000 to ANC Company (The

‘‘Plaintiff’’).

Since the Company still considered that the plaintiff was not qualified to take a legal

action just like it mentioned during its debate in the court of first trial and required

the people’s court to reject the prosecution by the plaintiff pursuant to laws, the

Company appealed to the Higher People’s Court of Zhejiang Province on 30 July

2008. Currently the case is still on the docket.

The directors of the Company are of their opinion, with the advice from a legal

advisor, that it is quite possible that the people’s court of second trial will change the

judgment of first trial since the Company considered that ‘‘the fact affirmed by the

court of first trial is not in compliance with this case and ANC Company (The

‘‘Plaintiff’’) hasn’t the qualification to be a subject of litigation’’, and this opinion

had its legal basis. ANC Company (The ‘‘Plaintiff’’ of this case) failed to provide the

Qualification Certificate issued by the governor of BVI where ANC Company was

incorporated to the court in accordance with laws and the company was not in

compliance with recognition conditions of prosecution qualification required by the

Supreme People’s Court of China. It’s quite possible that the Higher People’s Court

of Zhejiang Province will change the judgment of first trial.

4. (2007) Bei Min Chu Zi No. 458 ((2007)北民初字第458號) for the case in relation to

Shenzhen Haishi Communication Co., Ltd. (深圳海世通信有限責任公司) (The

‘‘Plaintiff’’) who took a legal action with the People’s Court of Shibei District in

Qingdao City to require the Company (The ‘‘Defendant’’) to compensate for the loss

on inventory of RMB650,000, the loss on transportation and maintenance of

RMB840,000, the loss on goodwill of RMB500,000.

The People’s Court of Shibei District in Qingdao City issued the Paper of Civil

Judgment (2007) Bei Min Chu Zi No. 458 ((2007) 北民初字第458號《民事判決書》)

on 3 April 2008 to judge that the Company shall compensate the plaintiff for the loss

on stock of RMB510,000, the loss on transportation and maintenance of

RMB840,000, the loss on goodwill of RMB500,000 and the aggregate amount is

RMB1,850,000.

The Company appealed to the Intermediate People’s Court of Qingdao City on 28

April 2008 and the reasons for the appeal were as follows: The plaintiff and the

Company haven’t entered into any contracts, so it doesn’t exist any default issues

from the perspective of the Company; the facts recognised by the judgment of first

trial were inaccurate and the laws applied during first trial were inappropriate.

Currently the case is on the docket.
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The directors of the Company are of their opinion, with the advice from a legal

advisor, that the result of judgment cannot be forecasted because this case is filled

with local ‘‘protectionism’’.

5. (2007) Zhong Guo Mao Zhong Hu Zi No. 3286 ((2007)中國貿仲滬字第3286號) for

the case in relation to Zhejiang Metals And Materials Group Co., Ltd. (The

‘‘Plaintiff’’) who applied to China International Economic and Trade Arbitration

Commission Shanghai Commission (中國國際經濟貿易貿易委員會上海分會) for

arbitration on 22 October 2008 with the reason of defaulting payment for goods.

It required to judge that Shenzhen Tianchuang Communication Company Limited

(深圳天創通信有限公司) (the first respondent) shall pay the payment for goods of

RMB4,672,000 and the interest of RMB553,000. The Company was required to be

listed as the second respondent and to assume the joint liability. On 22 October 2008,

the arbitration commission issued the arbitral award which judged that the first

respondent shall pay the payment for goods of RMB4,672,000 and the interest of

RMB541,000 and the Company (the second respondent) shall assume the joint

liability.

The Company has refused to accept above-mentioned judgment and appeal to

people’s court. On 15 December 2008, the Company submitted Application for

Withdrawal of the Arbitral Decision to Shanghai No. 2 Intermediate People’s Court

to require the people’s court to make judgment in accordance with laws.

(d) Cases judged and absolutely executed as of 2008

From 1 January 2008 to 31 December 2008, there were totally 9 lawsuits which were in

relation to the Company and have been absolutely settled. The sum involved in the

lawsuits amounted to RMB2,264,000. Five people’s courts have participated in trial.

Currently all of the 9 cases have been settled, and the Company is judged to pay

RMB2,136,000 (including the case acceptance fees) to 9 plaintiffs.

After the litigations were closed, the Company actively negotiated with the plaintiffs and

settled all the amounts of the 9 cases through paying payments for goods and making

payments in kind. Among the payments, the payment for goods amounted to

RMB1,689,000; the value of payment in kind amounted to RMB432,000. The total

value of payment for goods and payment in kind was equal to RMB2,122,000, and the

amount saved was equal to RMB14,000.

(e) Cases judged but not absolutely executed as of 2008

From 1 January 2008 to 31 December 2008, there were totally 11 lawsuits which were in

relation to the Company and have not been absolutely settled. The sum involved in the

lawsuits amounted to RMB36,005,000. Two people’s courts have participated in trial.

Currently all of the 11 cases have been judged, and Yidong Company is judged to pay

RMB24,299,000 (including the case acceptance fees) to 11 plaintiffs.

As of 31 December 2008, Yidong Company have actively negotiated with the plaintiffs

and paid the payment for goods of RMB11,988,000. The outstanding payment amounted

to RMB12,311,000.
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(f) Pending cases in the first trial as of 2008

As of 31 December 2008, there were 2 pending cases which were on the docket:

1. The lawsuit involved in a borrowing dispute prosecuted by Shenzhen Huaqiaocheng

Branch of Bank of Communications (Shenzhen Bank of Communications for short)

against Shenzhen E-Source Communication Technology Company Limited

(‘‘Shenzhen E-Source’’).

The cause of action: Shenzhen E-Source borrowed RMB14,000,000 from Shenzhen

Bank of Communications, and the borrowing was guaranteed by Shenzhen Teltron

Communication Co., Ltd. (Teltron for short), the Company and Guan Yi (關藝).

On 19 May 2008, with the reason that Shenzhen ESource must repay the outstanding

principal of RMB6,637,000 and the interest of RMB555,000 (the interest was

temporarily calculated up to 20 April 2008), Shenzhen Bank of Communications

initiated a proceeding in the People’s Court of Nanshan District, Shenzhen City,

Guangdong Province to claim Shenzhen E-Source to repay the borrowing and

interest immediately and require Teltron and Guan Yi himself as well as the

Company to assume the joint liability of repayment guarantee. Currently the case is

on the docket.

2. On 30 July 2008, Shenzhen Lead Communications Co., Ltd. (深圳市立德通訊器材有

限公司) initiated a proceeding in the People’s Court of Yuyao City with the reason

that the Company default the payment for goods (a dispute in relation to purchase

and sale contract), and claimed the Company to pay the payment for goods and the

interest, as well as assume the litigation fee.

On 23 December 2008, the People’s Court of Yuyao City sentenced that the

Company shall pay the payment for goods of RMB884,000 to Lead Company and

assume the litigation fee of RMB12,000.

The Company appealed to the Intermediate People’s Court of Ningbo City on 15

January 2009, with the reason that the debt has exceeded two years’ limitation of

action and the plaintiff has just delivered to the Company a part of goods valued at

RMB184,000 and shall deliver the remaining goods valued at RMB700,000. The

Company considered that the facts recognized by the court of first trial were

uncertain and evidences were insufficient and required the court of second trial to

withdraw the original judgment and make a fair judgment. Currently the case is on

the docket.

The directors of the Company are of their opinion, with the advice from a legal

advisor, that it exists true reasons and authentic evidences for the appeal of the

Company, and it is quite possible that second trial will change the original judgment.

(g) Lawyer’s letters received in 2008

The Company has received 11 lawyer’s letters totally, with involved amount of

RMB1,948,000. The Company has only filed above-mentioned lawyer’s letters in Legal

Department since most of the senders have not made further communication after

lawyer’s letters were sent.
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The directors of the Company are of the opinion, that there is no other significant lawsuits

in which the Company or the Group acts as defendant incurred except that set out above up to

the report date. Save as disclosed above, the directors were not aware of any significant

contingent liabilities of the Group as at the balance sheet date.

Capital commitments

2008 2007

RMB’000 RMB’000

Commitments in respect of acquisition of

property, plant and equipment

— contracted for but not provided 27,066 17,377

— Authorised but not contracted for — —

27,066 17,377

Capital structure and financial resources

As at 31 December 2008, the Group had net liabilities of approximately RMB139,569,000

(2007 : net liabilities RMB1,371,000). The Group’s operations and investments are financed

principally by its internal resources, bank borrowings and shareholders’ equity.

Foreign exchange risk

The Group’s 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

An analysis of employees of the Group by their duties for each of the three years ended 31

December 2006, 2007 and 2008 is set out below:

Functions

Headcount for the year

ended 31 December

2006 2007 2008

Sales and marketing 42 43 23

R&D 78 14 14

Production (including quality control) 633 329 224

Finance and administration 80 22 32

Procurement 38 46 8

871 454 301
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As at 31 December 2008, the Group had 301 employees (2007 : 454 employees).

Remuneration is determined by reference to market terms and the performance, qualifications

and experience of individual employee. Bonuses based on individual performance will be paid

to employees in recognition and reward of their contribution. Other benefits include

contributions to retirement scheme.

Staff Quarters

Workers and staff of the Group are provided with accommodation within the vicinity of

the Group’s production facilities premises at No. 65 Siming Road East, Yuyao City. The

Directors confirm that, apart from the above accommodation, there was no other housing

benefit provided by the Group to its staff.

Relationship with Employees

The Group has not experienced any significant labour disputes or strikes which have led

to the disruption of its normal business operations. The Directors consider that the Group

maintains good relationship with its employees.

For the year ended 31 December 2007

Business and operations review

Turnover

For the year ended 31 December 2007, the Group recorded revenue of approximately

RMB362,378,000 (2006 : RMB317,274,000), representing an increase of approximately 14.2%

over the previous year. The increase in the Group’s revenue is due to increase in sales of both

mobile phones and controller systems during the year.

Gross profit margin was 9.7% (2006 : 13.5%) and there is a mild decrease in the profit

margin due to keen competition. The Group continues to procure cost control to mitigate the

impact of price competition caused by intense competition in the mobile phone industry.

Other revenues mainly include processing income and recorded a decrease of 38.4% over

the previous year. Selling expenses recorded a mild decrease of 13.8%, while administrative

expenses rose by 214.9% over the previous year. For the year ended 31 December 2007, finance

costs amounted to RMB31,862,000 (2006 : RMB17,638,000), which represented an increase of

80.6% over the previous year and was mainly attributable to additional bank borrowings raised

for the construction of new factory premises and the rising demand for other working capital.

For the year ended 31 December 2007, loss attributable to shareholders of the Group

amounted to RMB190,476,000 (2006 : RMB21,087,000). Emergence of loss attributable to

shareholders was principally due to the increase in administrative expenses, comprising mainly

impairment loss on receivables and inventories recognised during the year.

Significant investment held and acquisition

As at 31 December 2007, save as disclosed in this report, the Group did not have any

significant investment and acquisition.
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Changes in the group structure

During the year, the Group transferred 24% equity interest in Ningbo Bolang Electrical

Appliance Company Ltd to two third party and the Company became an associated company

of the Group. Further, A-Tech Technology (HK) Ltd. disposed of its entire 51% equity interest

in E-Sync International Ltd. to a third party.

Financial review

Current assets and liabilities

As at 31 December 2007, the Group had current assets of RMB331,594,000 (2006 :

RMB504,939,000), representing a decrease of 34.3% compared with last year. The decrease was

mainly attributable to the reduced bank balances and cash arising from repayment of bank

borrowings during the year. As at 31 December 2007, the Group had current liabilities of

RMB630,446,000 (2006 : RMB602,479,000), which represented an increase of 4.6% and was

mainly due to the increase in other payables and funds from shareholders and associates. As at

31 December 2007, the unutilised bank loan facilities and cash flow generated in the ordinary

course of business were sufficient for the capital requirement of daily operations and the new

facilities despite its net current liability status.

Finance and banking facilities

As at 31 December 2007, the Group had cash and bank balances of RMB202,276,000

(2006 : RMB222,937,000), short-term bank borrowings of RMB225,840,000 (2006 :

RMB291,570,000), and net borrowings of RMB23,564,000 (2006 : RMB68,633,000)

respectively. The borrowings were secured by certain property, plant and equipments and

bank deposits of the Group. The Group will seek to replace the existing short-term bank

facilities by long-term bank loans and secure bank loans with lower costs of borrowings, so as

to improve the Group’s financial position and reduce financial costs.

Gearing ratio

The Group’s gearing ratio as at 31 December 2007 was 35.6% (2006 : 36.7%), which is

expressed as a percentage of the total bank borrowings over the total assets.

Contingent liabilities

(a) On 31 December 2007, the Group had entered into the guarantee contracts of

RMB79,000,000 and USD5,000,000 with banks to provide guarantee to secure the bank

facilities granted to third parties.

(b) On 12 March 2007, the Company was involved in a litigation as an defendant in which the

plaintiff claimed the Company to compensate the loss of approximately RMB1.99 million

(the ‘‘Alleged Amount’’) which was due to the tortuous products quality sold by the

Company. The Alleged Amount has not been recorded in the books of the Group as

liabilities, as the directors of the Company are of the opinion, with the advice from a legal

adviser, that the Group has no legal obligation to pay the Alleged Amount.

(c) On 30 March 2006, the Company involved in a litigation as an defendant in which the

plaintiff claimed the Company to repay the principal outstanding balance of USD518,000

together with overdue interest expenses therein relating to purchase from the plaintiff.
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The claimed balance has not been recorded in the books of the Group as liabilities, as the

directors of the Company are of the opinion, with the advice from a legal adviser, that the

Group has no legal obligation to pay the claimed amount.

(d) On 17 May 2007, the Company involved in a mediation as the second proposee together

with a third party as the first proposee. The proposer asked the first proposee to refund

the principal amount of RMB4,672,000 which was paid by the proposer on behalf,

together with the overdue interest expenses therein and other interrelated expenses, and

the Company to bear the related responsibility. As up to the date of report was signed, the

mediation is still pending. The claimed balance has not been recorded in the books of the

Group as liabilities.

(e) Pursuant to the agreement in connection with the very substantial disposal transaction as

detailed in note 2(b)(v), the Company has obligation to deliver to the Property before a

pre-agreed date. The failure to honour this commitment will trigger a daily compensation

of 0.005% on the basis of total consideration and the percentage will be double if overdue

for more than one month (the ‘‘Alleged Penalty’’). However, the Company failed to deliver

the possession. The directors of the Company are of the opinion, with the advice from a

legal adviser, that the aforesaid agreement may not be enforceable on the ground that the

Company had breached the GEM Listing Rules and accordingly the Alleged Penalty has

not been accrued as at 31 December 2007.

(f) Potential contingent liabilities arising/notified to the Group after the year end are set out

in note 42 to the consolidated financial statements.

The directors of the Company are of the opinion, with the advice from a legal adviser,

there is no other significant lawsuits in which the Company or the Group acts as defendant

incurred except that set out above up to the report date. Save as disclosed above, the directors

were not aware of any significant contingent liabilities of the Group as at the balance sheet

date.

Capital commitments

2007

RMB’000

Commitments in respect of acquisition of

property, plant and equipment

— contracted for but not provided 17,337

— authorised but not contracted for —

17,337

Capital structure and financial resources

As at 31 December 2007, the Group had net liabilities of approximately RMB1,371,000

(2006 : net assets RMB187,540,000). The Group’s operations and investments are financed

principally by its internal resources, bank borrowings and shareholders’ equity.
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Foreign exchange risk

The Group’s 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

An analysis of employees of the Group by their duties for each of the three years ended 31

December 2005, 2006 and 2007 is set out below:

Functions

Headcount for the year

ended 31 December

2005 2006 2007

Sales and marketing 85 42 43

R&D 60 78 14

Production (including quality control) 877 633 329

Finance and administration 90 80 22

Procurement 30 38 46

1,142 871 454

As at 31 December 2007, the Group had 454 employees (2006 : 871 employees).

Remuneration is determined by reference to market terms and the performance, qualifications

and experience of individual employee. Bonuses based on individual performance will be paid

to employees in recognition and reward of their contribution. Other benefits include

contributions to retirement scheme.

Staff Quarters

Workers and staff of the Group are provided with accommodation within the vicinity of

the Group’s production facilities premises at No. 65 Siming Road East, Yuyao City. The

Directors confirm that, apart from the above accommodation, there was no other housing

benefit provided by the Group to its staff.

Relationship with Employees

The Group has not experienced any significant labour disputes or strikes which have led

to the disruption of its normal business operations. The Directors consider that the Group

maintains good relationship with its employees.
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II. STATEMENT OF INDEBTEDNESS

Borrowings

At the close of business on 30 April 2010, being the latest practicable date prior to the

printing to this circular, the Group had total outstanding borrowings of approximately

RMB157,200,000, comprising of secured bank loans of RMB118,200,000, unsecured other

loans of RMB39,000,000, amounts due to directors of approximately RMB8,445,000, amount

due to a corporate shareholder of approximately RMB176,028,000, amounts due to related

companies of approximately RMB17,552,000, which are unsecured, non-interest bearing and

repayable on demand and provision for claims of approximately RMB23,645,000. The Group

had aggregate bank facilities of approximately RMB150,050,000, among which approximately

RMB102,000,000 comprising bank borrowings, had been utilised by the Group as 30 April

2010.

Securities

At the close of business on 30 April 2010, the Group’s bank loans of approximately

RMB118,200,000 were secured by property, plant and equipment, investment properties and

prepaid lease payments with carrying amounts of RMB197,667,000, RMB1,306,000 and

RMB11,879,000 respectively.

Guarantees

At the close of business on 30 April 2010, the Group’s bank borrowings of approximately

RMB101,500,000 are guaranteed by a corporate shareholder of the Company.

Contingent liabilities

As at the close of business on 30 April 2010, the Group had the following contingent

liabilities:

(a) Pursuant to an agreement and supplementary agreement dated 20 December 2006

and 17 August 2007 respectively, in connection with the Group’s very substantial

disposal transaction regarding the disposal of the Group’s land use right together

with buildings thereon (collectively referred to ‘‘the Property’’) at a consideration of

RMB8,000,000, the Group is required to deliver the Property to Property Land

Resources Bureau of Yuyao City before October 2007. As the Group failed to deliver

the Property before October 2007, Property Land Resources Bureau of Yuyao City

claimed the Group for compensation for breach of contract at amount calculated

based on a daily rate of 0.05% of the valuation amount of the Property (the

‘‘Penalty’’).

The Group obtained a reply letter dated 16 March 2010 from Land Resources

Bureau of Yuyao City, pursuant to which the captioned penalty will be waived

provided that the Group left and delivery the Property on or before 30 April 2010 (as

further extended from 30 August 2009 according to another reply letter dated 11

March 2009 issued by Land Resources Bureau of Yuyao City). Having considered

legal advice, the Company fulfilled the said condition before 30 April 2010 and

accordingly, no provisional liability for the Penalty has to be provided at the close of

business on 30 April 2010.
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(b) On 30 December 2009, the Group had been served with a writ of summons in the

People’s Republic of China (the ‘‘PRC’’) from a creditor for the default payment of

loan of approximately RMB3,869,000. A hearing was held on 17 May 2010. Based

on the legal advice and the facts or evidences presented to the Court during the first

court hearing, the directors are of the opinion that the Group would have strong

grounds to defend and accordingly, no provision is considered necessary.

(c) On 18 January 2010, the Group received a writ of summons in the PRC from a

contractor against the Group for the default payment of approximately

RMB2,825,000 for construction work on the Group’s buildings. A court hearing

was held on 22 April 2010. Based on the legal advice and the facts or evidences

presented to the Court during the first court hearing, the directors are of the opinion

that the Group would have strong grounds to defend and accordingly, no provision

is considered necessary.

Saved as aforesaid, apart from intra-group liabilities, normal trade payables and other

payables, the Group did not have any loan capital issued or agreed to be issued, bank overdrafts,

loans or other similar indebtedness, debt securities issued and outstanding, and authorized or

otherwise created but unissued term loans or other borrowings, indebtedness in nature of

borrowings, liabilities under acceptances (other than trade bills) or acceptance credits, debentures,

mortgages, charges, finance leases or hire purchase commitments, which are either guaranteed,

unguarantees, secured, or unsecured, guaranteed or other contingent liabilities outstanding at the

close of business on 30 April 2010. The Directors of the Company were not aware of any material

change in respect of the indebtedness or other contingent liabilities of the Group since 30 April 2010

and up to Latest Practicable Date except for a claim against the Company in respect of infringement

conflicts from a company to pay infringement fee and loss of RMB307,706. A hearing was held on 23

June 2010 and the legal proceedings are still in progress and no conclusion has been drawn on the

legal proceedings up to the date of this statement.

III. WORKING CAPITAL

The Board, after due and careful enquiry, is of the opinion that, in the absence of unforeseeable

circumstances and after taking into account the Group’s financial resources including internally

generated funds, continuous financial support from a substantial shareholder available banking

facilities which are confirmed in writing by relevant financial institutions that such facilities exist

and the estimated net proceeds of the Proposed Disposal, the Group has sufficient working capital

for at least, next 12 months from the date of publication of this Circular.

The Directors are considered of the working capital of the Group will further enhance by

sufficient continuous financial support from a substantial shareholder and positive cash flow

generated from future operations. The Company will also consider various financing methods,

including both debt financing, equity financing and will negotiate will certain bankers to obtain

additional banking facilities.

IV. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse change in

the financial or trading positions of the Group since 31 December 2009 (being the date to which the

latest audited accounts of the Company were made).
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The following is the text of a letter, valuation certificate, prepared for the purpose of

incorporation in this circular received from Avista Valuation Advisory Limited, an independent

valuer, in connection with its valuation as at 30 April 2010 of the property interest of the Group.

23 June 2010

The Board of Directors

Ningbo Yidong Electronic Company Limited

Suite 1604 on 16th Floor

Chinachem Johnston Plaza

178–186 Johnston Road

Wanchai

Hong Kong

Dear Sirs,

Re: An industrial compound located at No. 52 Jin Feng Road, Urban Area Economic Development

Zone, Yuyao City, Ningbo Shi, Zhejiang Province, The People’s Republic of China (‘‘the PRC’’)

(Land Lot Nos. 81-010-002-0015-1, 81-010-002-0015-2 & 81-010-002-0069-1)

In accordance with your instructions to prepare a report and valuation in respect of the market

value of captioned property in which Ningbo Yidong Electronic Company Limited (the ‘‘Company’’)

has interests in the People’s Republic of China (the ‘‘PRC’’), in its existing state and assuming with

the immediate benefit of vacant possession, in conjunction with a disposal exercise, we confirm that

we have carried out inspection, made relevant enquiries and searches and obtained such further

information as we consider necessary for the purpose of providing the market value of the property

interests as at 30 April 2010 (the ‘‘date of valuation’’).

The valuation is our opinion of market value which in accordance with the Valuation

Standards on Properties of the Hong Kong Institute of Surveyors is defined as ‘‘the estimated

amount for which a property should exchange on the date of valuation between a willing buyer and a

willing seller in an arm’s-length transaction after proper marketing wherein the parties had each

acted knowledgeably, prudently, and without compulsion’’.

In valuing the property interests, we have complied with all the requirements contained in

Chapter 8 of the Rules Governing the Listing of Securities issued by The Stock Exchange of Hong

Kong Limited (‘‘GEM Listing Rules’’), the HKIS Valuation Standards on Properties (1st Edition

2005) published by the Hong Kong Institute of Surveyors and the International Valuation Standards

published by the International Valuation Standards Council.
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Our valuation has been made on the assumption that the owner sells the property interests in

the open market without the benefit of a deferred term contract, leaseback, joint venture,

management agreement or any similar arrangement which would serve to increase the value of the

property interests. In addition, no account has been taken of any option or right of pre-emption

concerning or affecting the sale of the property interests and no forced sale situation in any manner

is assumed in our valuation.

Due to the specific nature and uses for which the buildings and structures of the property were

designated and constructed, there is no readily identifiable market comparable sale of the property

interests and that the buildings and structures cannot be valued on the basis of direct comparison.

They have therefore been valued on the basis of depreciated replacement cost. We would define

‘‘depreciated replacement cost’’ to be our opinion of the open market value of the land for its existing

use and an estimate of the new replacement costs of the buildings, structures and other site works,

including fees and finance charges, from which deductions are then made to allow for the age,

condition and obsolescences.

The depreciated replacement cost approach generally provides the most reliable indication of

value for property in the absence of a known market based on comparable sales. However, it is

subject to adequate potential profitability of the business having due regard to the value of the total

assets employed and the nature of the operation.

We have been provided with copy of extract of the title documents relating to the property

interests. Where possible, we have examined the original documents to verify the existing title to the

property interests in the PRC and any material encumbrances that might be attached to the property

interests or any lease amendments which may not appear on the copies handed to us. However, due

to the current registration system of the PRC under which the registration information can not

accessible to the public, no investigation has been made for the title of the property interests and the

material encumbrances that might be attached. As such, we have relied considerably on the advice

given by the PRC legal advisor of the instructing party — 浙江時光律師事務所 (Zhejiang Shiguang

Law Offices), concerning the validity of title of the property.

We have relied a very considerable extent on the information given to us by the Company in the

course of valuation. We have no reason to doubt the truth and accuracy of the information provided

to us by the Company which is material to the valuation. We have accepted advice given to us on

such matters as title, planning approvals, statutory notices, easements, tenure, leases, particulars of

occupancy, identification of property, site and floor areas and all other relevant matters.

Dimensions, measurements and areas included in the valuation certificate are based on

information contained in the documents provided to us and are therefore only approximations. No

on-site measurements have been made to verify their correctness. We have been advised by the

Company that no material factors have been omitted from the information supplied to reach an

informed view, and have no reason to suspect that any material information has been withheld.

In valuing the property interests, we have assumed that transferable land use rights in respect of

the property interests at nominal land use fees has been granted and that any premium payable has

already been fully settled. We have also assumed that the Company shall have an enforceable title of

the property interests and have free and uninterrupted rights to occupy, use, sell, lease, charge,

mortgage or otherwise dispose of the property without the need of seeking further approval from and

paying additional premium to the Government for the unexpired land use term as granted.
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We have not carried out detailed site measurements to verify the correctness of the land or

building areas in respect of the property but have assumed that the areas provided to us are correct.

Based on our experience of valuation of similar properties in the PRC, we consider the assumptions

so made to be reasonable. All documents and contracts have been used as reference only and all

dimensions, measurements and areas are approximations. We have also assumed that there was not

any material change of the property in between date of our inspection and the valuation date.

We have carried out inspection of the appraised property. However, we must point out that we

have not carried out a structural survey nor have we inspected woodwork or other parts of the

structures which are covered, unexposed or inaccessible, we are therefore unable to report and any

such part of the property are free from rot, infestation or any other defects. No tests were carried out

on any of the services. We have assumed that utility services, such as electricity, telephone, water,

etc., are available and free from defect.

Moreover, we have not carried out any site investigation to determine the suitability of the

ground conditions or the services for any property development erected or to be erected thereon. Nor

did we undertake archaeological, ecological or environmental surveys for the property interests. Our

valuation is prepared on the assumption that these aspects are satisfactory and that no extraordinary

expenses or delays will be incurred during the construction period. Should it be discovered that

contamination, subsidence or other latent defects exists in the property or on adjoining or

neighbouring land or that the property had been or are being put to contaminated use, we reserve

right to revise our opinion of value.

We have not undertaken a survey to determine whether the mechanical and electrical systems

within the property (or the buildings or development in which they are located) would be adversely

affected on or after the year 2000 and as such have assumed that the property and those systems

would be unaffected.

We have not investigated any industrial safety, environmental and health related regulations in

association with the existing and/or planned manufacturing process. It is assumed that all necessary

licences, procedures and measures were implemented in accordance with the Government legislation

and guidance.

When the property is located in a relatively under-developed market, such as the PRC, those

assumptions are often based on imperfect market evidence. A range of values may be attributable to

the property depending upon the assumptions made. While the valuer has exercised his professional

judgement in arriving at the value, investors/report readers are urged to consider carefully the nature

of such assumptions that are disclosed in the valuation report and should exercise caution in

interpreting the valuation report.

No allowance has been made in our report for any charges, mortgages or amounts owing on the

property interests nor for any expenses or taxation which may be incurred in effecting a sale. Unless

otherwise stated, it is assumed that the property interests are free from encumbrances, restrictions

and outgoings of an onerous nature which could affect their value.

In accordance with our standard practice, this valuation certificate is for the exclusive use of

the party to whom it is addressed and no responsibility is accepted to the third party for the whole or

any part of its contents.
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Wherever the content of this report is extracted and translated from the relevant documents

supplied in Chinese context and there are discrepancies in wordings, those parts of the original

documents will take prevalent.

Unless otherwise stated, all amounts are denominated in Renminbi (RMB).

We enclose herewith our valuation certificate.

Yours faithfully,

For and on behalf of

Avista Valuation Advisory Limited

K L Yuen MRICS MHKIS Oswald W Y Au MHKIS AAPI MSc(RE)

Registered Professional Surveyor Registered Professional Surveyor

Vice President Assistant Vice President

Notes:

Mr. K L Yuen is a Chartered Valuation Surveyor and a Registered Professional Surveyor, who has more than 15 years’

experience in the valuation of properties in the PRC, Hong Kong and the South East Asia. Mr. K L Yuen is also a valuer on

the List of Property Valuers for Undertaking Valuations for Incorporation or Reference in Listing Particulars and Circulars

and Valuations in Connection with Takeovers and Mergers published by the HKIS.

Mr. Oswald W Y Au holds a Master’s Degree of Science in Real Estate from the University of Hong Kong. He is also a

member of Hong Kong Institute of Surveyors (General Practice) and Associate, Australian Property Institute. In addition, he

is a Registered Professional Surveyor (General Practice) registered with Surveyors Registration Board. He has about 3 years’

experience in the valuation of properties in the PRC and 6 years of property valuation experience in Hong Kong.
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VALUATION CERTIFICATE

Property interests owned and occupied by the Company in the PRC

Property Description and tenure Particular of occupancy

Market value in

existing state as at

30 April 2010

RMB

1. An industrial compound

located at No. 52

Jin Feng Road,

Urban Area Economic

Development Zone,

Yuyao City,

Ningbo Shi,

Zhejiang Province,

the PRC

(Land Lot Nos.

81-010-002-0015-1,

81-010-002-0015-2 &

81-010-002-0069-1)

The property comprises an industrial

compound which was formed by 3

parcels of adjoined land and has an

approximate total site area of 72,937.00

sq.m.. It was completed in about 2006.

The industrial compound primarily

consists of 2 blocks of 3-storey

Workshop Building, 1 block of 3-storey

to 8-storey Administration Office

Building, 1 block of 7-storey Senior Staff

Quarter Building, 2 blocks of 6-storey

Dormitory Building, 1 block of 4-storey

Canteen Building, 2 single storey Guard

Houses, 2 single storey Electric Rooms,

a single storey Boiler Room, 2 single

storey Pump Rooms and fencing walls.

In accordance with the Building

Ownership Certificates in question, the 2

blocks of 3-storey Workshop Building, 1

block of 3-storey to 8-storey

Administration Office Building, 1 block

of 7-storey Senior Staff Quarter Building

and 2 blocks of 6-storey Dormitory

Building of the property extends to an

approximate total gross floor area of

91,908.31 sq.m. (989,301.05 sq.ft.).

Pursuant to the 3 State-owned Land Use

Rights Certificates in question dated 12

September 2007, 12 September 2007 and

7 December 2007, the term of land use

rights of the property is till 21 September

2054, 21 September 2054 and

20 January 2055 respectively.

The permitted user of the land is

industrial.

We have been

informed that the

property was vacant as

at the date of valuation

179,520,000
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Notes:

1. 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic Company Limited) has been registered with 寧波市工商行政管

理局 (Ningbo Municipality Administration Bureau for Industry and Commerce) as revealed by business licence

Registration No.: 330200000014032 dated 5 September 2008. It was incorporated as a listed share limited enterprise

with a registered capital of RMB 50 million for an operation period commencing from 3 August 2000 to 2 August 2020.

2. The land use rights of the property is held under 3 State-owned Land Use Rights Certificates issued by 余姚市人民政府

(Yuyao Municipal Government) to 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic Company Limited).

According to 余國用 (2007) 第10610號 (State-owned Land Use Rights Certificate No. 10610 of 2007) dated 12

September 2007, a portion of land of the property is held by 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic

Company Limited) subject to, inter alia, the following terms:

(a) Use of the Land : Industrial

(b) Land Area : 38,335 sq.m.

(c) Term : till 21 September 2054

According to 余國用 (2007) 第10611號 (State-owned Land Use Rights Certificate No. 10611 of 2007) dated 12

September 2007, another portion of land of the property is held by 寧波屹東電子股份有限公司 (Ningbo Yidong

Electronic Company Limited) subject to, inter alia, the following terms:

(a) Use of the Land : Industrial

(b) Land Area : 14,667 sq.m.

(c) Term : till 21 September 2054

According to 余國用 (2007) 第13700號 (State-owned Land Use Rights Certificate No. 13700 of 2007) dated 7 December

2007, remaining portion of land of the property is held by 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic

Company Limited) subject to, inter alia, the following terms:

(a) Use of the Land : Industrial

(b) Land Area : 19,935 sq.m.

(c) Term : till 20 January 2055

3. The building title of the property is held by 寧波屹東電子股份有限公司 (Ningbo Yidong Electric Company Limited)

under 6 Building Ownership Certificates registered with 余姚市建設局 (Yuyao City Construction Bureau).

According to 余房權證城區字第A0921789號 (Building Ownership Certificate No. A0921789) dated 28 October 2009,

the legitimate owner of the 6-storey Dormitory Building A of the property is 寧波屹東電子股份有限公司 (Ningbo

Yidong Electronic Company Limited). It covers a total gross floor area of about 5,991.78 sq.m..

According to 余房權證城區字第A0921790號 (Building Ownership Certificate No. A0921790) dated 28 October 2009,

the legitimate owner of the 3-storey to 8-storey Administration Office Building of the property is 寧波屹東電子股份有限

公司 (Ningbo Yidong Electronic Company Limited). It covers a total gross floor area of about 15,394.23 sq.m..

According to 余房權證城區字第A0921791號 (Building Ownership Certificate No. A0921791) dated 28 October 2009,

the legitimate owner of the 6-storey Dormitory Building B of the property is 寧波屹東電子股份有限公司 (Ningbo

Yidong Electronic Company Limited). It covers a total gross floor area of about 5,991.78 sq.m..

According to 余房權證城區字第A0921792號 (Building Ownership Certificate No. A0921792) dated 28 October 2009,

the legitimate owner of the 3-storey Workshop Building A of the property is 寧波屹東電子股份有限公司 (Ningbo

Yidong Electronic Company Limited). It covers a total gross floor area of about 29,614.06 sq.m..

According to 余房權證城區字第A0921793號 (Building Ownership Certificate No. A0921793) dated 28 October 2009,

the legitimate owner of the 3-storey Workshop Building B of the property is 寧波屹東電子股份有限公司 (Ningbo

Yidong Electronic Company Limited). It covers a total gross floor area of about 29,614.06 sq.m..

APPENDIX III PROPERTY VALUATION

– III-6 –



According to 余房權證城區字第A0921794號 (Building Ownership Certificate No. A0921794) dated 28 October 2009,

the legitimate owner of the 7-storey Senior Staff Quarter Building of the property is 寧波屹東電子股份有限公司

(Ningbo Yidong Electronic Company Limited). It covers a total gross floor area of about 5,302.40 sq.m..

4. We have attributed no commercial value to the 4-storey Canteen Building, the 2 single storey Guard Houses, the 2

single storey Electric Rooms, the 2 single storey Pump Rooms and the single storey Boiler Room which, in accordance

with the information provided to us, account for a total gross floor area of about 3,666.84 sq.m., for the reason as

informed by the Company that they had not obtained any proper construction/development consent or title certificate.

5. Our valuation has been prepared on the following assumptions and basis:

(i) The term of land use rights of the property is till 21 September 2054 and 20 January 2055 respectively for

industrial uses.

(ii) 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic Company Limited) holds a proper good legal title to the

property and is entitled to transfer the property within the residual term of its land use rights at no extra land

premium or other onerous payment payable to the government. All outstanding development taxes and costs, if

any, are assumed to have been settled in full.

(iii) Full land premium, purchase price, clearance costs and construction costs (if so required), have been or are

assumed to have been settled in full.

(iv) It is assumed that the design and construction of the property (save and except those buildings and structures as

mentioned in Note 4 above) is in compliance with the local planning regulations and have been duly examined

and approved by the relevant authorities. The necessary development permits, if not yet obtained, will be issued

without undue delay and that will not affect sale schedule.

(v) It is assumed that the property can be disposed of freely to both local and overseas purchasers.

(vi) It is assumed that the property is not currently let, transferred, mortgaged or involved in any contentious or non-

contentious dispute.

(vii) It is assumed that the property is free from any encumbrance.

6. We have been provided with a legal opinion dated 19 May 2010 regarding the legality of the property issued by PRC

legal adviser of the instructing party — 浙江時光律師事務所 (Zhejiang Shiguang Law Offices), which contains, inter alia,
the following:

(i) The land use rights and building title of the property is legally owned by 寧波屹東電子股份有限公司 (Ningbo

Yidong Electronic Company Limited) and can be freely disposed, transferred, leased or mortgaged by 寧波屹東

電子股份有限公司 (Ningbo Yidong Electronic Company Limited).

(ii) All land premium and purchase price had been settled in full.

(iii) Both the 3 parcels of land of the property and 6 blocks of subject building having Building Ownership Certificate

are subject to mortgage charge and court order.

(iv) The existing use of lands and buildings of the property by 寧波屹東電子股份有限公司 (Ningbo Yidong Electronic

Company Limited) is legal and not in breach of relevant laws or regulations.

7. The status of the title and grant of major approvals in accordance with the information provided by the instructing

party are as follows:

Type of Documents Current Status Date Obtained

(a) State-owned Land

Use Rights Certificate

Obtained 12 September 2007

& 7 December 2007

(b) Building Ownership Certificate Obtained 28 October 2009
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,

includes particular given in compliance with the GEM Listing Rules for the purpose of giving

information with regard to the Group. The Directors, having made all reasonable enquiries, confirm

that, to the best of their knowledge and belief:

(a) the information contained in this circular is accurate and complete in all material respects

and is not misleading;

(b) there are no other matters the omission of which would make any statement in this

circular misleading; and

(c) all opinions expressed in this circular have been arrived at after due and careful

consideration and are founded on bases and assumptions that are fair and reasonable.

2. DISCLOSURE OF INTERESTS BY DIRECTORS AND CHIEF EXECUTIVES

As at the Latest Practicable Date, the interests (including interests in shares and short

positions) of each Director, chief executive, supervisor of the Company in the Shares, underlying

shares and debentures of the Company and its associated corporations (within the meaning of part

XV of the SFO) which were notified to the Company and the Stock Exchange pursuant to Divisions

7 and 8 of Part XV of the SFO (including interests or short positions which he is taken or deemed to

have under such provisions of the SFO) and required to be entered in the register maintained by the

Company pursuant to section 352 of the SFO or as otherwise notified to the Company and the Stock

Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, were as follows:

Name of Director/chief

executive/supervisor

Number of

Domestic

Shares held Nature of interest

Long/short

position

Approximate

percentage of

shareholding

held in the

same class of

securities

Approximate

percentage of

shareholding in

the registered

capital

Mr. Gong Zheng Jun 91,650,000 Beneficial owner Long position 24.77% 18.33%

Mr. Chen Zheng Tu 63,100,000 Beneficial owner Long position 17.05% 12.62%

Mr. Yang Li 41,500,000 Beneficial owner Long position 11.22% 8.30%

Mr. Zheng Yi Song 129,500,000 Interest of controlled

corporation

(Note 1)

Long position 35.00% 25.90%

Note:

1. Mr. Zheng Yi Song is not a registered Shareholder. His indirect shareholding interest in 129,500,000 Shares is

held through Shenzhen Ruilian Investment Company Limited (‘‘Shenzhen Ruilian’’), which holds a 100% direct

interest in China Ruilian Holding Corporation (‘‘China Ruilian’’), a registered Shareholder in 129,500,000

Shares.

Both Shenzhen Ruilian and China Ruilian are established and based in the PRC. Mr. Zheng Yi Song holds a

direct interest of 32% in Shenzhen Ruilian.
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Save as disclosed above, none of the Directors, chief executives and supervisors of the

Company had registered an interest or short position in the shares or underlying shares of the

Company or its associated corporations that was required to be recorded.

Apart from the above, as at the Latest Practicable Date, the Company or its subsidiaries is not

a party to any arrangement enabling the Directors, chief executives and supervisors of the Company

to hold any interests or short positions in the Shares or underlying shares in, or debentures of, the

Company or its associated corporation.

3. DISCLOSURE OF INTEREST BY SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at the Latest Practicable Date, according to the register of interest

kept by the Company under Section 336 of the SFO and so far as was known to the Directors and the

chief executive of the Company, the following person had an interest or short positions in the shares

or underlying shares which would fall to be disclosed to the Company under the provisions of

Divisions 2 and 3 of Part XV of the SFO, or who were, directly or indirectly, interested in 10% or

more of the nominal value of any class of share capital carrying rights to vote in all circumstances at

general meetings of any other member of the Group or had any option in respect of such capital:

Long position in the Shares

Name of shareholder

Number of

Shares held Nature of interest

Long/short

position

Approximate

percentage of

shareholding

held in the

same class of

securities

Approximate

percentage of

shareholding in

the registered

capital

China Ruilian 129,500,000

Domestic

Shares

Beneficial owner Long position 35.00% 25.90%

Shenzhen Ruilian 129,500,000

Domestic

Shares

Interest of controlled

corporation

(Note 1)

Long position 35.00% 25.90%

Wang Ya Qun 37,850,000

Domestic

Shares

Beneficial owner Long position 10.23% 7.57%

Martin Currie China

Hedge Fund Limited

14,245,000

H-Shares

Investment manager Long position 10.96% 2.85%

Martin Currie Investment

Management Limited

14,245,000

H-Shares

Investment manager Long position 10.96% 2.85%

Note 1 : Shenzhen Ruilian holds 100% direct interest in China Ruilian, a registered Shareholder in 129,500,000 Shares.
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4. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors, controlling Shareholders, management

Shareholders or any of their respective associates have any interests in any business which compete

or may compete with the business of the Group.

5. DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

Each of the Directors and the Company’s supervisors has entered into a service contract with

the Company for a term of three years from his/her date of appointment as a Director or, as the case

maybe, as a supervisor and thereafter subject to termination by either party giving not less than one

month’s written notice to the other party.

Save as disclosed above, no Directors or supervisors who are proposed for re-election at the

forthcoming annual general meeting has entered into any service contract with the Company which is

not determinable within one year without payment of compensation, other than statutory

compensation.

6. DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS

Apart from the Directors’ and the Company’s supervisors’ service contracts disclosed above, no

contracts of significance in relation to the Group’s business to which the Company or its subsidiaries

was a party and in which a Director or a supervisor of the Company had a material interest, whether

directly or indirectly, subsisted at the end of the year or at any time during the year.

7. LITIGATION

As at the Latest Practicable Date, the Group had the following litigation outstanding:

(a) Zhejiang Metals And Materials Group Co., Ltd. (‘‘Zhejiang Metals’’) applied to China

International Economic and Trade Arbitration Commission Shanghai Commission (中國

國際經濟貿易委員會上海分會) for arbitration on 22 October 2008 for default payment for

goods. Zhejiang Metals requesting Zhezhang Tianchuang Communication Company

Limited (深圳天創通信有限公司) (‘‘Zhezhang Tianchuang’’) to pay the payment for goods

of RMB4,672,000 and the interest of RMB553,000. The Company was required to be

listed as the second respondent and to assume the joint liability. On 22 October 2008, the

arbitration commission issued the arbitral award which judged that Zhezhang Tianchuang

shall pay the payment for goods of RMB4,672,000 and the interest of RMB541,000 and

the Company as the second respondent shall assume the joint liability. The Company

made an appeal to Shanghai No. 2 Intermediate People’s Court against the judgement. On

18 February 2009, a judgment was made by the relevant court on the litigation in favour

of Zhejiang Metals. The Company entered into an agreement with Zhezhang Tianchuang

whereby it was agreed that the aggregate principal and interests in the amount of

approximately RMB2,606,288.09 would be paid by the Company by monthly repayment

of RMB100,000, among which Yidong Company undertook 50% amounting to

RMB1,303,144.05. As at the Latest Practicable Date, Yidong Company has paid

RMB1,300,000 with an outstanding amount of RMB1,306,288.09 being unpaid.

(b) Shenzhen Haishi Communication Co., Ltd. (‘‘Shenzhen Haishi’’) took a legal action with

the People’s Court of Shibei District in Qingdao City against the Company for

compensation for loss on inventory, transportation and maintenance and loss of
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goodwill for an aggregate amount of approximately RMB1,990,000. A judgement was

made by the People’s Court of Shibei District in Qingdao City on 3 April 2008 which

required the Company to compensate Shenzhen Haishi an aggregate amount of

approximately RMB1,012,000 for the said losses. The Company made an appeal to the

Intermediate People’s Court of Qingdao City on 28 April 2008. On 20 October 2008, a

judgement was made by the relevant court on the litigation in favour of Shenzhen Haishi.

Pursuant to the judgment, the Company is liable to compensate Shenzhen Haishi an

aggregate amount of RMB1,012,000. As the Company and Shenzhen Haishi are still under

negotiation and mediation, the amount of the final compensation payment cannot be

confirmed and compensation is not yet made by the Company.

(c) The Company was sued by 余姚豐捷空調有限公司, a contractor, for default payment of

approximately RMB1,400,408 during the year 2009 in relation to construction work

carried out by the contractor. On 6 September 2009, both parties reached a mediation

agreement in the court pursuant to which the contractor agreed to accept RMB1,400,000

as full and final settlement of the claims. The amount of approximately RMB897,000

payable by the Company remains outstanding as at the Latest Practicable Date.

(d) The Company was sued by 寧波宏大電梯有限公司, a contractor, for default payment of

approximately RMB781,000 during the year ended 31 December 2009 in relation to

construction work carried out by the contractor. On 6 September 2009, both parties

reached a mediation agreement in the court pursuant to which the contractor agreed to

accept RMB832,500 as full and final settlement of the claims. The amount of

approximately RMB532,500 payable by the Company remains outstanding as at the

Latest Practicable Date.

(e) The Company was sued by 交通銀行深圳華橋城支行 for default payment of bank

borrowings of an amount approximately RMB7,191,000 by a third party of which the

Group is a guarantor of the bank borrowings. A judgement has been made by the court on

30 January 2009 in favour of the bank. Pursuant to the judgment, the Company is liable to

compensate the bank an aggregate amount of RMB7,259,321.5. The amount payable by

the Company remains outstanding as at the Latest Practicable Date.

(f) On 8 April 2009, the Company received a writ of summons from 東荒東茂通信科技有限公

司, a supplier, in respect of a civil claim against the Company for default payment on

goods and sub-constructing fee with total amount of approximately RMB101,355.90. On

24 February 2010, the People Court’s of Zhejiang Province judged in favour of the

supplier which required the Company to settle the said amount of approximately

RMB101,000 with interest to the supplier. The amount payable by the Company remains

outstanding as at the Latest Practicable Date.

(g) On 11 December 2009, the Company received a writ of summons in the PRC from 浙江長

城建設集團有限公司, a contractor, for default payment of approximately RMB19,178,000

for construction work carried out by the contractor. On 8 February 2010, both parties

reached a mediation agreement in the Court, pursuant to which the Company agreed to

pay RMB3,000,000 on or before 8 February 2010, RMB5,500,000 on or before 30 March

2010 and approximately RMB5,910,000 on or before 30 April 2010 for settlement of the

claims. As at the Latest Practicable Date, the Company has not settled the second and the

third installments being an aggregate amount of RMB11,408,623, which will be settled by

the Company by installments.
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(h) On 30 December 2009, the Company had been served with a writ of summons from Mirco

International Technologies Corporation, a creditor, for the default payment of loan of

approximately RMB3,869,000. A hearing was held on 17 May 2010 and the legal

proceedings are still in progress and no conclusion has been reached as at the Latest

Practicable Date.

(i) On 18 January 2010, the Company received a writ of summons in the PRC from 寧波海裕

建設工程有限公司, a contractor, against the Group for the default payment of

approximately RMB2,825,000 for construction work on the Group’s buildings. A court

hearing was held on 22 April 2010 and the legal proceedings are still in progress and no

conclusion has been reached by the Court up to up to the date of this Circular.

(j) On 19 April 2010, the Company received a writ of summons in the PRC from 廣東華友金

信子文化傳播有限公司, a company, against the Company regarding of copyright conflict

of approximately RMB172,000. A hearing was held on 25 May 2010 and the legal

proceedings are still in progress and no conclusion has been reached as at the Latest

Practicable Date.

(k) On 31 May 2010, a claim against the Company by Beijing Huayi Brothers Music

Company Limited in respect of infringement conflicts and the case is accepted by the

People’s Court of Chaoyang District of Beijing (Case No.: Min Zi Chu (2010) No. 18792),

requiring the Company to pay infringement fee and loss of RMB307,760.00. As at the

Latest Practicable Date, the legal proceedings are still in progress and no conclusion has

been reached.

Save as disclosed above, as at the Latest Practicable Date, no member of the Group was

engaged in any litigation or arbitration or claims of material importance and there was no litigation,

arbitration or claim of material importance which was known to the Directors to be pending or

threatened by or against any member of the Group.

8. MATERIAL CONTRACTS

The following contract was entered into by the Group (not being contracts entered into in the

ordinary course of business) during the period of two years immediately preceding the date of this

circular and is or may be material:

the Sale & Purchase Agreement

9. DIRECTORS’ INTEREST IN ASSETS/CONTRACTS AND OTHER INTERESTS

None of the Directors was materially interested in any contract or arrangement entered into by

any member of the Group subsisting at the Latest Practicable Date which was significant in relation

to the businesses of the Group.

None of the Directors has any direct or indirect interests in any assets which have been

acquired or disposed of by or leased to any member of the Group or are proposed to be acquired or

disposed of by or leased to any member of the Group since 31 December 2009, being the date to

which the latest published audited consolidated accounts of the Group were made.
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10. EXPERTS AND CONSENTS

The following are the qualifications of the experts who have given their opinions and advice

which are included in this circular:

Name Qualification

Lo and Kwong C.P.A. Company Limited Chartered Accountants

Certified Public Accountants

Avista Valuation Advisory Limited Independent professional valuer

Zhejiang Shiguang Law Offices Qualified PRC Lawyers

1. As at the Latest Practicable Date, each of Lo and Kwong C.P.A. Company Limited,

Avista Valuation Advisory Limited and Zhejiang Shiguang Law Offices did not have any

shareholding, directly or indirectly, in any member of the Group or any right (whether

legally enforceable or not) to subscribe for or to nominate persons to subscribe for

securities in any member of the Group.

2. Each of Lo and Kwong C.P.A. Company Limited, Avista Valuation Advisory Limited

and Zhejiang Shiguang Law Offices has given and has not withdrawn its written consent

to the issue of this circular, with the inclusion of the references to its name and/or its

opinion report in the form and context in which they are included.

3. As at the Latest Practicable Date, each of Lo and Kwong C.P.A. Company Limited,

Avista Valuation Advisory Limited and Zhejiang Shiguang Law Offices did not have any

direct or indirect interest in any asset which had been acquired, or disposed of by, or

leased to any member of the Group since 31 December 2009, the date to which the latest

published audited consolidated financial statements of the Group were made up.

11. DIRECTORS

Executive Directors

Mr. Liu Xiao Chun, aged 42 was appointed as an executive Director of the Company on 5

November 2008. Mr. Liu graduated from the Beijing Chemical Fibre Industrial Institute in

1987 with a Bachelor’s Degree in Engineering majoring in automation of manufacturing

process and obtained a Master’s Degree in Business Administration from The University of

Hong Kong in 2005. Mr. Liu had been an executive director of the Company since

incorporation and up to 4 October 2007. Mr. Liu previously worked with Beijing Printing

and Dyeing Factory and Dongguan Skyworth Electronics Co., Ltd. and he has over 15 years of

experience in manufacturing and management. Mr. Liu is responsible for the implementation of

the objectives, policies and strategies as well as day-to-day management and operations of the

Group.

Mr. Gong Zheng Jun, aged 48, is an executive Director and Chief Executive Officer. Mr.

Gong obtained a Master’s Degree in Engineering from Xibei Telecommunications and

Engineering Institute in 1987, and has 10 years of technical, operation, sales and management

experience in the mobile handset industry. Mr. Gong had been the Senior Vice President of SIM

Technology Group Company prior to joining the company, held various managerial positions
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in ZTE Corporation since 1998, and was responsible for the development of phased array radar

in Radar Institute of Huanghe Machinery and Electronics Factory in 1987. Mr. Gong joined

the Group in November 2006.

Mr. Chen Zheng Tu, aged 59, is a founder of the Group and an executive Director. Mr.

Chen had worked with Yuyao 2nd Automobile Electrical Equipment Factory and has over 25

years of experience in the manufacturing industry. He is responsible for the strategic planning

and corporate promotion of the Company.

Non-executive Directors

Mr. Zheng Yi Song, aged 48, was appointed as non-executive Director of the Company on

5 October 2007. Mr. Zheng is currently an executive director of China Ruilian, and China

Ruilian is a substantial shareholder of the Company. He graduated with a bachelor’s degree in

management from Capital University of Economics Business in the People’s Republic of China

in July 1986. Mr. Zheng has over 25 years of experience in corporate management and

electronics business.

Save as disclosed herein, Mr. Pang does not and did not hold any directorship in any listed

public company in the past three years.

Mr. Liu Feng, aged 47, has been re-designated as the vice-chairman and a non-executive

director of the Company from the chairman, an executive director and compliance officer of the

Company with effect from 5 November 2008 in order to allocate more time for his other

business interest. Mr. Liu was the executive assistant to the President of China Ruilian before

joining the Group. Mr. Liu graduated from Dongbei University of Finance & Economics with a

bachelor’s degree of Industrial Accounting in 1986 and he has over 15 years of experience in

corporate management and electronics business. Mr. Liu joined the Group on 5 October 2007.

Save as disclosed herein, Mr. Law does not and did not hold any directorship in any listed

public company in the past three years.

Mr. Wang Wei Shi, aged 55, was appointed as non-executive Director of the Company on

5 October 2007. Mr. Wang graduated from Hubei Television & Radio University in the

People’s Republic of China in 1992 with a bachelor’s degree in electro-mechanical engineering,

and has over 35 years of experience in the electronic business and manufacturing of fibreglass,

refrigerator, and mobile phone assembly. Mr. Wang is the brother of past director, Mr. Wang

Ya Qun.

Save as disclosed herein, Professor Fang does not and did not hold any directorship in any

listed public company in the past three years.

Independent non-executive Directors

Mr. Pang Jun, aged 45, is qualified as a lawyer in the People’s Republic of China in 1994.

Mr. Pang graduated from Xi’an Jiaotong University with a Bachelor’s Degree of Electrical

Engineering and Automation and a Master’s Degree in Science of Economic Law. Mr. Pang

previously worked with IRICO Group Corporation and he has extensive experience in legal

area. Mr. Pang is currently a practicing lawyer of Beijing Anbo Law Firm. He joined the Group

on 6 November 2008.
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Mr. Law Hon Hing Henry, aged 42 is a Fellow Certified Public Accountant (Practising) of

the Hong Kong Institute of Certified Public Accountants, a member of the Institute of

Chartered Accountants in England & Wales and a fellow member of Association of Chartered

Certified Accountants. Mr. Law graduated from the University of Hong Kong with a

Bachelor’s Degree of Social Sciences. Mr. Law has extensive experience in accounting and

auditing. He joined the Group on 3 September 2008.

Professor Fang Min, aged 34, graduated from Zhejiang University with a Doctorate in

Computer Science and Technology Degree in 2006. He has extensive experience in computer

science and information technology area. He is currently a deputy department head for the

Electrical Mechanical Engineering Department of the Hangzhou Normal University Qianjiang

College. Professor Fang is also a director of the Hangzhou Letu Networking Technology Co.

Ltd. He joined the Group on 27 February 2009.

12. AUDIT COMMITTEE

The audit committee of the Company comprises three independent non-executive directors who

are Mr. Pang Jun, Mr. Law Hon Hing Henry and Professor Fang Min. The principal duties of the

audit committee are to oversee the financial reporting and internal control system of the Group.

13. MISCELLANEOUS

(a) The registered office and head office of the Company is located at No. 3, Wangongchi

Road, Xiaodong Industrial Zone, Yuyao City, Zhejiang Province, China.

(b) The principal place of business of the Company in Hong Kong is located at Suite 1604,

16/F., Chinachem Johnston Plaza, 178–186 Johnston Road, Wanchai, Hong Kong.

(c) The Hong Kong branch H share registrar and transfer office of the Company is Tricor

Abacus Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong.

(d) The secretary of the Company is Mr. Tsao Hoi Ho, aged 45, who is also the financial

controller of the Group. He holds a Master of Business Administration degree from the

University of Warwick. He is a certified public accountant of the Hong Kong Institute of

Certified Public Accountants and member of Institute of Chartered Accountants of New

Zealand, Institute of Chartered Secretaries and Administrators, Australasian Institute of

Banking & Finance plus Bankers’ Institute of New Zealand. Prior to joining the

Company, Mr. Tsao was the Qualified Accountant for a listed company, whose shares are

listed on the Stock Exchange. Mr. Tsao joined the Group in November 2008 and has over

20 years’ experience in auditing, finance and company secretary.

(e) The compliance officer of the Company is Mr. Liu Xiao Chun, the executive Director.
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14. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the principal place of

business of the Company at Suite 1604, 16/F., Chinachem Johnston Plaza, 178–186 Johnston Road,

Wanchai, Hong Kong during normal business hours from the date of this circular up to the date of

the EGM:

(a) the memorandum and articles of association of the Company;

(b) the annual reports of the Company for the two years ended 31 December 2009;

(c) the accountants’ report issued by Lo and Kwong C.P.A. Company Limited in connection

with the unaudited pro forma financial information of the Remaining Group, the text of

which is set out in Appendix II to this circular;

(d) the working capital comfort letter as provided by Lo and Kwong C.P.A. Company

Limited to the Board pursuant to the requirement of the GEM Listing Rules;

(e) the valuation report, the text of which is set out in Appendix III to this circular;

(f) the PRC legal opinion, as referred to in the Appendix III to this circular, concerning the

validity of title of the Properties;

(g) the material contracts referred to in the paragraph headed ‘‘Material contracts’’ in this

appendix;

(h) the written consents referred to in the paragraph headed ‘‘Experts and Consents’’ in this

appendix; and

(i) this circular.
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The Properties to be disposed by the Group in the PRC have been valued at RMB179,520,000

as at 30 April 2010 by Avista Valuation Advisory Limited, an independent qualified valuer. Details

are set out in Appendix III to this circular.

The following shows a reconciliation of the value of the Properties as disclosed above to the net

book value as reflected to the Annual Report as at 31 December 2009 of the Company.

Medium-term

leasehold

buildings

in the PRC

Leasehold

land Total

RMB’000 RMB’000 RMB’000

Carrying amount of the Properties

as at 31 December 2009 217,306 6,393 223,699

Movement during the period from

1 January to 30 April 2010

— Addition 2,920 — 2,920

Carrying amount of the Properties

as at 30 April 2010 220,226 6,393 226,619

Valuation deficit 47,099

Valuation as at 30 April 2010 179,520

APPENDIX V RECONCILIATION STATEMENT OF THE PROPERTIES

– V-1 –



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

(Stock Code: 8249)

NOTICE OF THE EGM

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Ningbo Yidong

Electronic Company Limited (the ‘‘Company’’) will be held at No. 3 Wangongchi Road, Xiaodong

Industrial Zone, Yuyao, Zhejiang, China on 9 August 2010 at 3 p.m. to consider and, if thought fit,

pass the following ordinary resolution:

ORDINARY RESOLUTION

1. ‘‘THAT, subject to the satisfaction or waiver (where appropriate) of the conditions set out

in the Sale & Purchase Agreement (as defined in the circular of the Company dated

23 June 2010 (the ‘‘Circular’’)):

(a) the Sale & Purchase Agreement (as defined in the Circular) dated 30 April 2010 in

relation to the sale and purchase of the Properties (as defined in the Circular) at a

consideration of RMB153,605,000 and the transactions contemplated thereunder be

hereby approved, confirmed and ratified; and

(b) any one or more of the directors of the Company be and is/are authorised to do all

such acts and things and execute all such documents which he/they consider

necessary, desirable or expedient for the purpose of, or in connection with, the

implementation of and giving effect to the Sale & Purchase Agreement and the

transactions contemplated thereunder’’

By Order of the Board

Ningbo Yidong Electronic Company Limited

Liu Xiao Chun

Chairman

Ningbo, the PRC, 23 June 2010

Notes:

1. The register of members of the Company will be closed from 9 July 2010 to 9 August 2010 (both

days inclusive), during the period no transfer of shares can be registered.

2. Holders of Domestic Shares and GEM H Shares whose names appear on the register of

shareholders of the Company at 4 p.m. on 8 July 2010 are entitled to attend and vote at the

meeting convened by the above notice and may appoint one or more proxies to attend and vote

on their behalf. A proxy need not be a shareholder of the Company.

* For identification purpose only
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3. A proxy form for the meeting is herein with enclosed. In order to be valid, the proxy form must

be deposited by hand or post to the Company’s principal office in Hong Kong, Suit 1604, 16/F.,

Chinachem Johnston Plaza, 178–186 Johnston Road, Wanchai, Hong Kong, and, for holders of

Domestic Shares of the Company, to the registered address of the Company not less than 24

hours before the time for holding the meeting. If the proxy form is signed by a person under a

power of attorney or other authority, a notarially certified copy of that power of attorney or

authority shall be deposited together with the proxy form.

4. Shareholders or their proxies shall produce their identity documents when attending the

meetings.

5. Shareholders who intend to attend the meetings should complete and return the enclosed reply

slip and return it by hand, post or by fax to the Company’s principal office in Hong Kong, Suit

1604, 16/F., Chinachem Johnston Plaza, 178–186 Johnston Road, Wanchai, Hong Kong (fax

no.: (852) 2529 2048) on or before 19 July 2010.

6. The meetings are expected to take within half a day. Shareholders attending the meetings shall

be responsible for their own travel and accommodation expenses.

7. The registered office address of the Company and details of the secretarial office of the board

are as follows:

No. 3, Wangongchi Road

Xiaodong Industrial Zone

Yuyao City

Zhejiang Province

China

As at the date hereof, the executive Directors are Mr. Liu Xiao Chun, Mr. Gong Zheng Jun and

Mr. Chen Zheng Tu; the non-executive Directors are Mr. Zheng Yi Song, Mr. Liu Feng and Mr. Wang

Wei Shi; and the independent non-executive Directors are Mr. Pang Jun, Professor Fang Min and Mr.

Law Hon Hing Henry.
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