


("Hi-P") started out
in 1980 as a tooling specialist in Singapore and
has since grown to become one of the region’s
largest and fastest-growing integrated contract
manufacturers today.

Under its two Strategic Business Units — Wireless
Telecommunications and Consumer Electronics,
the Group provides manufacturing services and
electro-mechanical modules to customers in the
telecommunications, consumer electronics &
electrical, computing, life sciences & medical and
automotive industries.

The Group has 25 manufacturing plants globally.
These are located across six sites in the People’s
Republic of China (Shanghai, Chengdu, Tianjin,
Xiamen, Suzhou and Dongguan), and in Mexico,
Poland, Singapore and Thailand. Hi-P has marketing
and engineering support centres in Finland,
Germany and the USA.

The Group’s customers include many of the world'’s
biggest names in mobile phones, personal digital
assistants, household & personal care appliances,
hard disk drives, MP3 players, PC peripherals,
automotive components and medical devices.
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Chairman’s
Statement

Dear Shareholders,

2008 not only marks the 5th anniversary of Hi-P’s
listing on SGX Main Board, the 28th anniversary
of the inception of our business, but also marks
our major breakthrough of achieving more than
S$1 billion in revenue!

Outstanding Performance

Hi-P has delivered yet another set of outstanding
results. Riding on the momentum built up in 2007,
we have achieved both record revenue of $$1.077
billion and record net profit of $$102 million, versus
$$977 million revenue and S$60 million net profit
achieved in 2007.

Besides our sterling sales figures, we have also
received a triple bonus of good news. Our gross
margin improved from 13.3% in 2007 to 18.3% in
2008. Our return on shareholders’ equity increased
from 13.2% in 2007 to 18.3% in 2008. Our net cash
generated from operating activities was a strong
$$165 million.

More importantly, in the current credit climate, we
finished the year in a healthy net cash position of
S$126 million.

Our efforts of forging closer customer relations
via Early Supplier Involvement (“ESI”), New
Product Introduction (“NPI”) and the continued
diversification of our customer base has contributed
to the revenue growth.

Challenging Environment

Whilst we have delivered record earnings to
our loyal shareholders, we are now in the most
challenging business environment since our
inception in 1980. The ongoing financial crisis has
cast its shadow over the global economy.

Like companies worldwide, we face key issues
such as: orders slowdown, increased competition,
higher currency volatility and our business partners
may experience financial difficulties.

We must be prepared for all these issues
and as such, in 4Q2008, | have visited all our
manufacturing plants and delivered the message
to all our employees on the challenges that Hi-P
may encounter and how to turn this crisis into
opportunity. We are confident that with our
management team’s continuous efforts in setting
up strategies and our committed execution of these
plans, we will be able to cope with the recession.

Strategies and Measures

First and foremost, we are intensifying our team
fighting spirit. This is crucial for Hi-P to rise above
the challenges.

We will fight for new businesses and cherish our
existing customers. We will actively seek ways to
lower our breakeven point through disciplined cost
control to compete more effectively and maintain
profitability.

“l am pleased to announce that the Board has recommended a first
and final exempt one-tier dividend of 2.2 Singapore cents per share,
to reward our loyal shareholders in this challenging time.”
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Chairman’s
Statement

“With our prudent management, Hi-P is in a position of strength
to cope with this downturn. Our strong financial position, with a
low gross gearing of 1.0% and a net cash balance of S$126 million,

will allow us to navigate through these difficult times.”

We have also put in place measures to manage
foreign exchange risk. Prudent credit management
will be exercised for all our suppliers and customers.
We will continue to keep a tight control on capital
expenditure. However, we are open to strategic
investment opportunities.

Positive Areas

With our prudent management, Hi-P is in a position
of strength to cope with this downturn. Our strong
financial position, with a low gross gearing of 1.0%
and a net cash balance of S$126 million, will allow
us to navigate through these difficult times.

Over the years, we have built up an effective and
highly qualified management team. | am pleased
to report that all the key staff are in place to drive
the business forward. We have established a strong
execution foundation that enables us to deal with
any opportunity or crisis effectively.

With our strategiesin place and our main customers’
businesses remaining stable, | have confidence that
Hi-P will overcome this financial crisis and emerge
stronger.

We are determined to fight through this recession
to reach a new height!

Rewarding Loyal Shareholders

I am pleased to announce that the Board has
recommended a first and final exempt one-tier
dividend of 2.2 Singapore cents per share, to
reward our loyal shareholders in this challenging
time.

Appreciation

The outstanding performance in 2008 would
not have been possible without the committed
and hard working Hi-P management and staff,
especially in this challenging environment.

I would like to extend my utmost appreciation to
our board of directors, customers, suppliers and
business associates for your unequivocal support.
I would also like to thank our management and
staff for your dedication. Without your hard work,
professionalism, loyalty and understanding family
members, we would not have achieved such good
results.

Last but not least, to our shareholders, | thank you
for your vote of confidence in Hi-P.

Mr Yao Hsiao Tung
Executive Chairman
Hi-P International Limited

25 March 2009
Hi-P International Limited “



Operations and
Financial Review

2008 has been a year of record revenue and net
profit for the Group. Our success in FY2008 was
very much due to our strong execution foundation
that we have established over the years.

Record Earnings

For the year ended 31 December 2008, Group
revenue increased by 10.3% to S$$1.077 billion
while net profit outpaced revenue growth and
grew 70.5% to S$102.3 million compared to a year
ago.

Revenue growth during the year was largely
driven by the Wireless Telecommunication (“WL")
Strategic Business Unit (“SBU"), where sales
increased by 29.2%. The Consumer Electronics
("CE") SBU, was affected by the global economic
slowdown and experienced a 14.6% slowdown in
sales.

Gross profit increased sharply by 51.7% to $S$197.4
million outpacing the Group’s revenue growth.
This increased the Group’s gross profit margin from
13.3% in FY2007 to 18.3% in FY2008. This increase
was due to the improved performance from some
of the loss-making subsidiaries, better cost control
and a more diversified customer base.

The Group’s operating expenses increased in line
with the Group's revenue growth, increasing 9.5%
to $$77.6 million. The Group had $$22.8 million of
other expenses in FY2008, as opposed to S$12.5

million in FY2007. The difference was mainly due
to the impairment provision of $$14.1 million
worth of property, plant and equipment.

With the Group’s operating expenses growing
at a slower rate than the Group’s gross profit,
operating profit rose 66.6% to S$116.9 million in
FY2008. Consequently, operating margin improved
from 7.2% in FY2007 to 10.9% in FY2008.

Pre-tax profits increased 89.9% in FY2008 to
$$112.4 million. For FY2008, however, the Group
had to pay a 9.0% tax amounting to 5$$10.2
million due to a tax holiday expiring in China.
Consequently, net profit increased 70.5% to $102.3
million for FY2008.

Strong Cashflow

Net cash generated from operating activities
before working capital changes was S$$189.3
million in FY2008 as opposed to $$115.6 million in
FY2007. Net cash used in working capital in FY2008
amounted to S$14.6 million as opposed to S$47.7
million in FY2007. The improvement in working
capital came about mainly from the decrease in
inventories and receivables. Consequently this
resulted in net cash generated from operating
activities improving from $$65.6 million in FY2007
to $$164.8 million in FY2008.

Net cash used in investing activities was $S$37.4
million in FY2008 and significantly lower than
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$$46.7 million in FY2007. This was mainly due to
lower capital expenditure in FY2008. Net cash
used in financing activities was $$42.8 million in
FY2008. This was mainly due to repayment of loans
amounting to $$27.6 million and the payment of
$$13.3 million of dividends.

Healthy Balance Sheet

The Group further improved its financial position
with a strong cash position of $$131.6 million and
low gearing.

For FY2008, cash on hand improved from $$46.8
million to $$131.6 million. Gross debt was $$5.7
million, resulting in a net cash position of $$125.9
million. Gross gearing improved further to a low
of 1.0% in FY2008 from 7.5% in FY2007.

Strategic Business Units

The Group’s WL SBU, which derives its revenue
from the mobile phone industry, increased its
turnover by 29.2% to S$717.1 million. WL SBU
accounted for 66.6% of the Group's total revenue,
up from 56.8% in FY2007.

The entire mobile phone industry has been
adversely affected in the 2H2008, with only some
pockets of the industry enjoying growth like low-
end mobile phones and smartphones. According
to Credit Suisse’s forecasts, this negative trend is
likely to continue and forecasts a drop of 7.7%

Operations and
Financial Review

in mobile phones shipped globally to 1.15 billion
units in 2009. Growth is expected to return in 2010
making the CAGR (compound annual growth rate)
for the period from 2007 to 2010 a positive 2.2%.

As for the smartphone industry, according to
a research report by CIBC World Markets, it was
estimated that smartphone penetration was
close to 10% of the overall handset market at
approximately 120 million units in 2007 and grew
at a rate of 50% year on year. Whilst they expect
sales to slow to 14% in 2009 due to the economic
slowdown, they expect a return to traditional
growth by 2011 with the smartphone penetration
eventually reaching a healthy 25% of the total
handset market.

The Group’'s CE SBU was affected by the global
economic slowdown. As a result, revenue from
this SBU decreased 14.6% to $$360.0 million. The
CE SBU contributed 33.4% of the Group revenue,
down from 43.2% in FY2007.

Whilst the outlook for this SBU is closely tied to
the economy and consumer spending, the Group
has taken steps to improve productivity and reduce
costs. As a result, several of the loss-making plants
have reported improved financial performances.

Hi-P International Limited “



Board of
Directors

Mr Yao Hsiao Tung is our Executive Chairman.
He is responsible for formulating the strategic
directions and for talent development for the
Group. Mr Yao has more than 40 years of
experience in the precision tooling and plastic
injection molding industry. He was a technical
service managerwith DuPontSingapore Electronics
Pte Ltd before founding the Group in 1980. Mr
Yao holds a Diploma in Chemical Engineering
from Taiwan Kaoshiung Technical College.

Mdm Wong Huey Fang is an Executive Director
and Chief Administrative Officer of the Group.
Her key responsibilities include managing our
Group’s administrative, legal, public relations and
procurement functions. She was appointed to the
Board in January 1988. Prior to joining our Group
in 1985, Mdm Wong was a purchaser with Taiwan-
based Aven Electronics Co. Ltd.

Mr Yeo Tiong Eng is a Non-Executive Director
of the Company and was appointed to the Board
in April 1987. He is currently the Vice President
of Finance of Molex Global Commercial Products
Division. Mr Yeo graduated with a Bachelor’s
Degree in Accountancy from Nanyang University.
He also holds a Masters of Business Administration
(Business Law) from Nanyang Technological
University. He is a member of the Institute of
Certified Public Accountants of Singapore.

Dr Tan Khee Giap is an Independent Director of
the Company and was appointed to the Board in
November 2003. He is an Associate Professor of
Banking and Finance and the Associate Dean of
Graduate Studies Office at Nanyang Technological
University. Dr Tan also serves as a consultant to
multinationals and global organisations in various
areas. He is currently the Deputy President of the
Economics Society of Singapore. Dr Tan holds
a PhD in Economics from the University of East
Anglia, UK.

Mr Chester Lin Chien is an Independent Director
of the Company and was appointed to the Board in
August 2004. Mr Lin was previously the Executive
Vice President and President of Solectron’s Asia
Pacific region. Prior to joining Solectron, he was
the Chief Executive Officer of NatSteel Electronics
from 1993 to 2001. Previously, Mr Lin also worked
with SCI Systems, General Electric and General
Instruments (Taiwan). He holds a Bachelor’s degree
in Electrical Engineering from the Taipei Institute
of Technology.

Mdm Leong Lai Peng is an Independent Director
of the Company and was appointed to the Board in
November 2006. She is the founder and chairman
of the board of directors of Yeo-Leong & Peh LLC,
a law firm which she set up in 1987. She graduated
from the National University of Singapore in 1981
with LL.B (Honours) and from Boston University in
1985 with LL.M in Banking Law Studies. She was
admitted to the Singapore Bar in 1982 and is also
a Solicitor of England and Wales. Mdm Leong is
an approved mediator of the Singapore Mediation
Centre andisalso onthe reserve panel of arbitrators
of the Singapore International Arbitration Centre.
She sits on the panel of Chairman of Disciplinary
Committee pursuant to an appointment by the
Chief Justice under the Legal Profession Act. Mdm
Leong is also a fellow of the Singapore Institute
of Arbitrators and the Chartered Institute of
Arbitrators. She presently serves as council member
of the Singapore Manufacturers’ Association
(SMA) and is also the director and secretary of Viva
Foundation for Children with Cancer, a Singapore
charity which has been granted the status of
Institution of Public Character. She also chairs the
Exco of the Southern Asia chapter of the Urban
Land Institute, a non-profit organisation based in
Washington DC. Mdm Leong also serves on the
Board of Governors of Raffles Girls’ Secondary
School.
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Samuel Yuen Chung Sang
Chief Financial Officer

Mr Yuen is responsible for the overall financial
operations and management. Prior to joining
the Group on 26 June 2006, he was the Executive
Director & Chief Financial Officer of SGX-listed
Fu Yu Corporation Limited, a precision plastic
injection molding and moldmaking company.
Prior to that, he had worked extensively in China
and Hong Kong. His previous experience included
finance and general management experience
in various industries such as freight forwarding,
hotel and property investment and trading.
He holds a Bachelor of Business Administration
degree (major in Accounting) from the Chinese
University of Hong Kong and a Master of Business
Administration degree (major in Finance) from
Dalhousie University, Canada. He is also a member
of the Singapore Institute of Directors.

Gary Ho Hock Yong
Managing Director
(Corporate Business Development)

Mr Ho is our Managing Director for Corporate
Business Development. Mr Ho is responsible for the
overall marketing and business development of the
Group; to grow our customer base and also deepen
relationships with existing customers. He joined
Hi-P in April 1996 and had previously assumed the
roles of Regional Sales Manager, Corporate Business
Manager & Marketing Director, and Managing
Director for Wireless Telecommunication SBU
within the group. He holds a Diploma in Production
Technology from the German Singapore Institute.

Management
Team

Zhou Wei Dong
Managing Director
(Wireless Telecommunication SBU)

Mr Zhou is our Managing Director of the
Wireless Telecommunication (“WL") SBU. He was
previously our General Manager of WL SBU. Mr
Zhou is responsible for the overall management
of the WL unit. Mr Zhou joined Hi-P in August
2005 as an Operations Manager of the WL unit.
He has substantial manufacturing experience in
innovation decorative processes for the handset
market. Previously, he was an Engineering Manager
with Uniplas (Shanghai) for nine years. He holds
a Bachelor's degree in Mechanical Engineering
from the East China Technology University (now
known as “Jiangsu University of Science and
Technology”).

Tjoa Mui Liang
Managing Director
(Consumer Electronics SBU)

Mr Tjoa is our Managing Director of Consumer
Electronics (“CE") SBU. He is responsible for the
overall management of the CE unit. Prior to joining
Hi-P in April 2008, Mr Tjoa was the Executive
Director of Business Development & Product Line
Management at Seagate Technology International
based in Singapore. Mr Tjoa has more than 19
years working experience with 11 years in senior
management positions in project management,
sales & marketing, customer quality, business
development and product line management. His
extensive work experience covers various global
regions including China, USA and Singapore.
Mr Tjoa holds a degree in Bachelor of Science in
Electrical Engineering from The University of Texas
and a MBA from the California State University.
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Management
Team

POyry Raimo Juha
Managing Director of Management Systems and
Quality

Mr Poyry is our Managing Director of Management
Systems and Quality. He is responsible for the
development of Hi-P’s management and quality
systems. Prior to joining Hi-P in September 2007,
he was Head of Nokia Mechanics and Outsourcing
Supply Base Development. He had previously
held senior positions in Kone Elevators Ltd., one
of the three largest elevator companies in the
world. He holds a Bachelor of Science degree in
Telecommunications from Polytechnics Riihimaki,
Finland.

Lars Lieberwirth
Managing Director of Research and Development

Mr Lieberwirth is our Managing Director of
Research and Development. Prior to joining Hi-P in
December 2008, Mr Lieberwirth had worked with
The Gillette Company as part of the Braun/Oral-B
franchise in product engineering and program
management since 1999. After the 2005 acquisition
of Gillette, he worked for Procter & Gamble. His
last held position was Associate Director of the
Asia Technology Centre. Mr Lieberwirth, a German
citizen, obtained his Bachelor’s degree in Electro-
Mechanical Device Engineering at the University of
Applied Science, Mosbach, in Germany.

Wang Ye-Chung
Director of Human Resources

Mr Wang oversees the Group’s functions in human
resources and administration. Prior to joining Hi-P
in November 2007, he was a free-lance Human
Resources Consultant. Previously, he was Human
Resources Director of Foxlink — Cheng-Uei Precision
Industry Co., Ltd. He also held human resource
management positionsin Novellus Systems (Greater
China), KLA-Tencor (Taiwan) and Carrier Taiwan
Co., Ltd. He holds a Master of Science degree in
Psychology from Florida State University and a
Bachelor of Science degree in Applied Psychology
from Fu-Jen Catholic University.
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Corporate Governance Report

Corporate Governance Report

Hi-P International Limited (the “Company”) is committed to achieving a high standard of corporate
governance within the Group. The Company continues to evaluate and to put in place effective self-
regulatory corporate practices to protect its shareholders’ interests and enhance long-term shareholders’
value. The Board is pleased to report on the Company’s corporate governance processes and activities as
required by the Code of Corporate Governance 2005 (the “Code") prescribed by the Singapore Exchange
Securities Trading Limited (“SGX-ST"). For easy reference, sections of the Code under discussion are
specifically identified. However, this Report should be read as a whole as other sections of this Report
may also have an impact on the specific disclosures.

Board Matters
Principle 1: Board’s Conduct of its Affairs
The Board of Directors (the “Board”) comprises the following members:

Executive Directors

Mr Yao Hsiao Tung
Mdm Wong Huey Fang

Non-executive Directors

Mr Yeo Tiong Eng

Independent Directors

Dr Tan Khee Giap
Mr Chester Lin Chien
Mdm Leong Lai Peng

Apart from its statutory duties and responsibilities, the Board performs the following functions:-

(@) provide entrepreneurial leadership, set strategic aims, and ensure that the necessary financial and
human resources are in place for the Group to meet its objectives;

(b) establish a framework of prudent and effective controls which enables risk to be assessed and
managed;

() review management performance;

(d) set the Group’s values and standards, and ensure that obligations to shareholders and others are
understood and met;

(e) nomination of Directors to the Board;
(f)  appointment of key personnel;

(g) review the financial performance of the Group and implementing policies relating to financial
matters, which include risk management and internal control and compliance; and

(h)  assuming responsibility for corporate governance.

Hi-P International Limited “



Corporate Governance Report

These functions are carried out either directly or through Board Committees such as the Nominating
Committee, the Remuneration Committee and the Audit Committee.

Matters which are specifically reserved to the full Board for decision are those involving a conflict of
interest for a substantial shareholder or a Director, material acquisitions and disposal of assets, corporate
or financial restructuring, share issuance and dividends, and financial results and corporate strategies.

Formal Board meetings are held at least once every quarter to oversee the business affairs of the Group,
and to approve, if applicable, any financial or business objectives and strategies. Ad-hoc meetings are
convened when the circumstances require. The Company'’s Articles of Association allow a Board meeting
to be conducted by way of tele-conference and video-conference.

During the financial year, the Board held eight meetings and the attendance of each Director at every
Board and Board Committee meeting is as follows:-

Audit Nominating Remuneration
Board Committee Committee Committee
Name No. of No. of No. of No. of No. of No. of No. of No. of
meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings
held |attended| held |attended| held |attended| held |attended
Mr Yao Hsiao Tung
(Executive Chairman) 8 8 - - - - - -
Mdm Wong Huey Fang
(Executive Director) 8 8 - - - - - -
Mr Yeo Tiong Eng
(Non-executive Director) 8 8 5 5 2 2 - -
Mr Chester Lin Chien
(Independent Director) 8 7 - - - - 5 5
Dr Tan Khee Giap
(Independent Director) 8 7 5 5 2 2 5 5
Mdm Leong Lai Peng
(Independent Director) 8 8 5 5 2 2 5 5

All Directors are provided with regular updates on changes in the relevant laws and regulations to
enable them to make well-informed decision and to ensure that the Directors are competent in carrying
out their expected roles and responsibilities.

Management would conduct briefings and orientation programmes to familiarise newly appointed
Directors with the various businesses, operations and processes of the Group.

Principle 2: Board Composition and Guidance

The Board comprises six Directors, one of whom is a non-executive Director and three are independent
Directors. The independence of each Director will be reviewed annually by the Nominating Committee.
The Nominating Committee adopts the Code’s definition of what constitutes an independent Director
in its review.

The Board will constantly examine its size and, with a view to determining the impact of the number
upon effectiveness, decide on what it considers an appropriate size for the Board, which facilitates
effective decision-making. The composition of the Board will be reviewed on an annual basis by the
Nominating Committee to ensure that the Board has the appropriate mix of expertise and experience.
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The Board, taking into account the nature of operations of the Company, considers its current size to be
adequate for effective decision-making.

Non-executive directors constructively challenge and help develop proposals on strategy and review
the performance of management in meeting agreed goals and objectives and monitor the reporting of
performance.

Keyinformationregardingthe Directors’ academicand professional qualificationsand otherappointments
is set out on page 6 of the Annual Report.

Principle 6: Access to Information

To assist the Board in fulfilling its responsibilities, the Board is provided with management reports
containing relevant background or explanatory information required to support the decision-making
process. The Management will continue to improve its process in providing complete, adequate and timely
information to the Board prior to each Board meeting. The Board is also provided with management
accounts of the Group's performance, position and prospects on a quarterly basis.

The Board has separate and independent access to senior management and the Company Secretary at
all times. The Company Secretary attends all Board meetings and ensures that all Board procedures are
followed. The Company Secretary also ensures that the Company complies with the requirements of the
Companies Act and the SGX-ST.

If any of the Directors require independent professional advice in the furtherance of their duties, the
cost of such professional advice will be borne by the Company.

Principle 3: Chairman and Chief Executive Officer

The Board recognizes the Code’s recommendation that the Chairman and the Chief Executive Officer
("CEOQ") should be separate persons to ensure that there is an appropriate balance of power and
authority, and that accountability and independent decision-making are not compromised.

The Group's Chairman is Mr Yao Hsiao Tung. As an Executive Chairman, Mr Yao is responsible for
providing guidance on the corporate and business direction of the Group, scheduling and chairing of
Board meetings, and controlling of the quality, quantity and timeliness of information flow between
the Board and the management. Mr Yao has also assumed the CEO’s responsibilities over the running
of the Group’s business, executing business strategies and directions and managing operations of the
Group. Mr Yao is the founder of the Group and has played a key role in developing the Group's business.
Through the Group’s successful development in these few years, Mr Yao has demonstrated his vision,
strong leadership and enthusiasm in this business.

The Board is of the view that there are sufficient safequards and checks to ensure that the process of
decision making by the Board is independent and based on collective decisions without any individual
exercising any considerable concentration of power or influence. Further, all the Board committees are
chaired by independent Directors.

Hi-P International Limited u
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Board Committees

Nominating Committee (“NC")

Principle 4: Board Membership
Principle 5: Board Performance

The current NC comprises the following 3 members, of whom 2 are independent Directors:

(a) Dr Tan Khee Giap (Chairman)
(b)  Mr Yeo Tiong Eng; and
(0 Mdm Leong Lai Peng.

The Board has approved the written terms of reference of the NC. Its functions are as follows:-
(@) recommending and reviewing candidates for appointment to the Board;
(b) reviewing candidates nominated for appointment as senior management staff;

() reviewing and recommending to the Board on an annual basis, the Board structure, size and
composition, taking into account the balance between executive and non-executive, independent
and non-independent Directors and having regard at all times to the principles of corporate
governance and the Code;

(d) procuring that at least one-third of the Board shall comprise independent Directors;

(e) making recommendations to the Board on continuation of service of any Director who has reached
the age of 70;

(f)  identifying and making recommendations to the Board as to the Directors who are to retire by
rotation and to be put forward for re-election at each Annual General Meeting (“"AGM") of the
Company, having regard to the Directors’ contribution and performance, including independent
Directors;

(g) determining whether a Director is independent (taking into account the circumstances set out in
the Code and other salient factors); and

(h) proposing a set of objective performance criteria to the Board for approval and implementation,
to evaluate the effectiveness of the Board as a whole and the contribution of each Director to the
effectiveness of the Board.

Where a vacancy arises under any circumstances, or where it is considered that the Board would
benefit from the services of a new director with particular skills, the NC, in consultation with the Board,
determines the selection criteria and selects candidates with the appropriate expertise and experience
for the position.

The NC has adopted a formal process for the evaluation of the performance of the Board. In 2004,
the Group implemented the Board-approved evaluation process and performance criteria to assess the
performance of the Board. The performance criteria includes an evaluation of the size and composition
of the Board, the Board'’s access to information, accountability, Board processes and Board performance
in relation to discharging its principal responsibilities in terms of the financial indicators as set out in the
Code.
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The assessment process involves and includes input from the Board members, applying the performance
criteria recommended by the NC and approved by the Board. The Directors’ input are collated and
reviewed by the Chairman of the NC, who presents a summary of the overall assessment to the NC for
review. Areas where the Board's performance and effectiveness could be enhanced and recommendations
for improvement are then submitted to the Board for discussion and for implementation.

The NC assessed the Board’s performance as a whole in FY2008 and is of the view that the performance of
individual members of the Board and the Board as a whole was satisfactory. Although some of the Board
members have multiple board representations, the NC is satisfied that sufficient time and attention has
been given by the Directors to the Group.

All Directors are subject to the provisions of the Company’s Articles of Association whereby one-third
of the Directors are required to retire and subject themselves to re-election by shareholders at every
AGM.

The NC recommended to the Board that Mr Yeo Tiong Eng and Mdm Wong Huey Fang be nominated for
re-appointment at the forthcoming AGM.

In making the recommendation, the NC had considered the Directors’ overall contribution and
performance.

Remuneration Committee (“RC")

Principle 7: Procedures for Developing Remuneration Policies
Principle 8: Level and Mix of Remuneration
Principle 9: Disclosure of Remuneration

The current RC comprises the following 3 members, all of whom are non-executive Directors:

(@) Mdm Leong Lai Peng (Chairman);

(b)  Dr Tan Khee Giap; and

() Mr Chester Lin Chien.

The Board has approved the written terms of reference of the RC. Its functions are as follows:-

(@) recommending to the Board a framework of remuneration for the Board and key executives of
the Group (as required by law and/or the Code) which shall include the disclosure of details of
the Company’s remuneration policy, level and mix of remuneration and procedure for setting
remuneration and details of the specific remuneration packages such as Director’s fees, salaries,

allowances, bonuses, options and benefits-in-kind;

(b)  proposing tothe Board appropriate and meaningful measures for assessing the executive Directors’
performance; and

()  considering the eligibility of Directors for benefits under long-term incentive schemes.

In carrying out the above, the RC may obtain independent external legal and other professional advice
as it deems necessary. The expenses of such advice shall be borne by the Company.
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The Company sets remuneration packages which:
(@) align interests of executive directors with those of shareholders;
(b) link rewards to corporate and individual performance;

()  are competitive and sufficient to attract, retain and motivate Directors and senior management
with adequate experience and expertise to manage the business and operations of the Group.

The remuneration paid and payable to the Directors and executive officers during the financial year
ended 31 December 2008 are as follows:

Remuneration Bands Salary Performance | Director’s Others Total
Bonus fees
% % % % %
Directors
$$1,500,000 — S$1,750,000
Yao Hsiao Tung 33 59 7 1 100
$$250,000 — $$500,000
Wong Huey Fang 59 28 10 3 100
Below $$250,000
Yeo Tiong Eng - - 100 - 100
Dr Tan Khee Giap - - 100 - 100
Chester Lin Chien - - 100 - 100
Leong Lai Peng - - 100 - 100
Remuneration Bands Salary Performance | Others Total
Bonus
% % % %
Executive Officers
$$1,250,000 — S$1,500,000
Robert B. Mahoney# 22 - 78 100
$$500,000 — S$750,000
Gary Ho Hock Yong 62 35 3 100
$$250,000 — $$500,000
Zhou Wei Dong* 76 21 3 100
Samuel Yuen Chung Sang 72 25 3 100
Poyry Raimo Juha 72 19 9 100
Lim Kay Leong*## 84 9 7 100
Below $$250,000
Alan Ong Joo Siew* 45 23 32 100
Tjoa Mui Liang** 89 8 3 100
Lars Lieberwirth*** 87 6 7 100
# Resigned with effect from 31 March 2008

i Resigned with effect from 21 April 2008

it Resigned with effect from 4 March 2009

* Appointed with effect from 26 February 2008
*k Appointed with effect from 14 November 2008
***  Appointed with effect from 1 December 2008
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No Director is involved in determining his own remuneration. The remuneration of the non-executive
and independent Directors is in the form of a fixed fee.

The executive directors have service agreements with the Company. Their compensation consists of
salary, bonus, fixed fee and performance award that is dependent on the Group'’s performance.

The directors’ fees, as a lump sum, will be subject to approval by shareholders at the forthcoming AGM.

Save for the abovementioned, none of the employees who are immediate family members of a Director
or CEO receives remuneration exceeding $$150,000 during the year.

The Company has a share option scheme known as Hi-P Employee Share Option Scheme (the "ESOS")
which was approved by shareholders of the Company on 7 October 2003. The ESOS complies with the
relevant rules as set out in Chapter 8 of the Listing Manual. The ESOS will provide eligible participants
with an opportunity to participate in the equity of the Company and to motivate them towards better
performance through increased dedication and loyalty. The ESOS is administered by the RC. Further
information on the share option scheme can be found on pages 21 to 23 of the Annual Report.

Audit Committee (*AC")

Principle 11: Audit Committee

The current AC comprises the following 3 members, all non-executive, the majority of whom, including
the Chairman, are independent:

(@) Dr Tan Khee Giap (Chairman);

(b)  Mr Yeo Tiong Eng; and

(0 Mdm Leong Lai Peng.

The Board has approved the written terms of reference of the AC. Its functions are as follows:-

(@) reviewing and evaluating financial and operating results and accounting policies;

(b) reviewing audit plan of external auditors, their evaluation of the system of internal accounting
controls and their audit report;

()  reviewing the Group’s financial results and the announcements before submission to the Board for
approval;

(d) reviewing the assistance given by the management to external auditors;
(e) considering the appointment/ re-appointment of external auditors;

(f)  reviewing interested person transactions; and

(g) other functions as required by law or the Code.

The ACmeets regularly and also holds informal meetings and discussions with the management from time
to time. The AC has full discretion to invite any Director or executive officer to attend its meetings.

The AC has been given full access to and is provided with the cooperation of the Company’s management.
In addition, the AC has independent access to the external auditors. The AC meets with the external
auditors without the presence of management to review matters that might be raised privately. The AC
has reasonable resources to enable it to discharge its functions properly.
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The AC has reviewed the volume of non-audit services to the Group by the external auditors, and being
satisfied that the nature and extent of such services will not prejudice the independence and objectivity
of the external auditors, is pleased to recommend their re-appointment.

Whistle-blowing Policy

The AC has established and put in place a whistle-blowing policy and procedures to provide employees
with well defined and accessible channels within the Group for reporting suspected fraud, corruption,
dishonest practices or other similar matters or raise serious concerns about possible incorrect financial
reporting or other matters that could have an adverse impact on the Company. The aim of this policy is
to encourage the reporting of such matters in good faith, with the confidence that employees making
such reports will be treated fairly and, to the extent possible, be protected from reprisal. In promoting
and creating awareness, the whistle-blowing policy and procedures are circulated to all existing and
newly recruited employees by the human resource department.

The AC exercises the overseeing function over the administration of the policy while the Whistle-Blowing
Working Group administers the policy. Quarterly reports will be submitted to the AC stating the number
and nature of complaints received, the results of the investigation, follow up actions and unresolved
complaints.

Principle 12: Internal Controls

The Board, assisted by the AC, has oversight of the internal controls and risk management system in the
Group.

In recent years, the Company has experienced rapid growth, which had put a huge strain on the
Company’s control systems. Strong commitment from the Board and senior management over the
past financial year has built on the improvements achieved in the last year and further strengthened
the Group's execution foundation. The focus on embedding quality management systems, assurance
processes, training and performance monitoring has seen tangible improvements in the maturity and
standardization of policies, systems, processes and procedures throughout the Group.

Principle 13: Internal Audit

The internal audit function has been outsourced to Messrs PricewaterhouseCoopers LLP (“internal
auditors”). The internal auditors report directly to the AC on audit matters and to the Executive Chairman
on administrative matters.

The objective of the internal auditors is to provide an independent review of the effectiveness of the
Group's internal controls and provide guidance to the AC and the management with a view to ensure
that the Group's risk management, controls and governance processes are adequate and effective.

The AC has reviewed with the internal auditors their audit plans, their evaluation of the system of
internal controls, their audit findings and management'’s responses to those findings; the effectiveness
of material internal controls, including financial, operational and compliance controls and overall risk
management of the Company and the Group. The AC is satisfied that the internal audit is adequately
resourced and has appropriate standing within the Group.
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Communication with Shareholders

Principle 10: Accountability and Audit
Principle 14: Communication with Shareholders
Principle 15: Greater Shareholder Participation

The Company recognises that effective communication can highlight transparency and enhance
accountability to its shareholders. The Company provides information to its shareholders via SGXNET
announcements, news releases and the Company’s website. Price-sensitive information is publicly released
on an immediate basis where required under the Listing Manual. Where an immediate announcement is
not possible, the announcement is made as soon as possible to ensure that shareholders and the public
have a fair access to the information.

The AGM of the Company is a principal forum for dialogue and interaction with all shareholders. All
shareholders will receive the Annual Report and the notice of AGM. At the AGM, shareholders will be
given the opportunity to voice their views and to direct questions regarding the Group to the Directors
including the chairpersons of each of the Board committees. The external auditors are also present to
assist the Directors in addressing any relevant queries from the shareholders.

The Company ensures that there are separate resolutions at general meetings on each distinct issue.

The Company'’s Articles of Association allow a member of the Company to appoint one or two proxies to
attend and vote at its general meetings.

Risk Management
(Listing Manual Rule 1207(4)(b)(iv))

The Company is in the process of developing a robust enterprise risk management system in line
with international best practices. Management commissioned an external review of our existing risk
management practices which was completed in March 2009. The recommendations arising from the
review are being considered by the AC and management and a blue-print is being developed to establish
a systematic and embedded risk management program into our business operations.

The AC examines the effectiveness of the Group's internal control systems. The number of assurance
mechanisms currently operating are supplemented by the Company’s internal and external auditors’
annual reviews of the effectiveness of the Company’s material internal controls, including financial,
operational and compliance controls. Any material non-compliance or failures in internal controls and
recommendations for improvements are reported to the AC in timely fashion. The AC also reviews the
effectiveness of the actions taken by the management on the recommendations made by the internal
and external auditors in this respect.

During the year, the AC reviewed the effectiveness of the Company’s internal control procedures and

was satisfied that the Company’s processes and internal controls are adequate to meet the needs of the
Company in its current business environment.
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Securities Transactions
(Listing Manual Rule 1207(18))

The Group has adopted the SGX-ST's best practices with respect to dealings in securities by the Directors
and its executive officers. Directors, management and officers of the Group who have access to price-
sensitive, financial or confidential information are not permitted to deal in the Company’s shares during
the periods commencing two weeks before the announcement of the Company’s financial statements
for each of the first three quarters of its financial year, or one month before the announcement of the
Company'’s financial statements for the financial year end, as the case may be, and ending on the date
of announcements of the relevant results, or when they are in possession of unpublished price-sensitive
information on the Group. To provide further guidance to employees on dealings in the Company’s
shares, the Company has adopted a code of conduct on transactions in the Company’s shares.

Material Contracts
(Listing Manual Rule 1207(8))

Save for the service agreements between Mr Yao Hsiao Tung and Mdm Wong Huey Fang with the
Company, there were no material contracts of the Company or its subsidiaries involving the interest of
the CEO or any Director or controlling shareholders subsisting at the end of the financial year ended 31
December 2008.

Interested Person Transactions
(Listing Manual Rule 907)

The Company has established procedures to ensure that all transactions with interested persons are
reported on a timely manner to the AC and that the transactions are carried out on normal commercial
terms and will not be prejudicial to the interests of the Company and its minority shareholders.

The aggregate value of interested person transactions entered into during the financial year under
review is as follows:

Aggregate value of all interested
person transactions during the

Name of interested person

financial year under review
(excluding transactions less than
$100,000 and transactions
conducted under shareholders’
mandate pursuant to Rule 920)

Aggregate value of all interested
person transactions conducted
under shareholders’ mandate

pursuant to Rule 920 (excluding

transactions less than $100,000)

Molex Incorporated and its
group of companies
- Purchases

$374,773

N.A.
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Directors’ Report

The directors are pleased to present their report to the members together with the audited consolidated
financial statements of Hi-P International Limited (“the Company”) and its subsidiaries (collectively, “the
Group”) and the balance sheet of the Company for the financial year ended 31 December 2008.

1. Directors
The directors of the Company in office at the date of this report are:

Yao Hsiao Tung
Wong Huey Fang
Yeo Tiong Eng

Dr Tan Khee Giap
Chester Lin Chien
Leong Lai Peng

2. Arrangements to enable directors to acquire shares and debentures

Except as described in paragraph 5 below, neither at the end of nor at any time during the financial
year was the Company a party to any arrangement whose objects are, or one of whose objects is,
to enable the directors of the Company to acquire benefits by means of the acquisition of shares

or debentures of the Company or any other body corporate.

3. Directors’ interests in shares and debentures

The following directors, who held office at the end of the financial year, had, according to the
register of directors’ shareholdings required to be kept under Section 164 of the Singapore
Companies Act, Cap. 50, an interest in shares and share options of the Company and related

corporations (other than wholly-owned subsidiaries) as stated below:

Direct interest as at
1 January 31 December

2008 2008
Name of director
Ordinary shares of the Company
Yao Hsiao Tung 488,458,920 488,385,480
Wong Huey Fang 1,000,000 1,000,000
Yeo Tiong Eng 500,000 500,000
Dr Tan Khee Giap 580,000 580,000
Chester Lin Chien 2,000,000 2,000,000
Leong Lai Peng 200,000 200,000
Options to subscribe for ordinary shares
Yao Hsiao Tung 1,300,000 1,300,000
Wong Huey Fang 300,000 300,000
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Deemed interest as at
1 January 31 December

2008

1,000,000
488,458,920

300,000
1,300,000

2008

1,000,000
488,385,480

300,000
1,300,000
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Directors’ interests in shares and debentures (cont’d)

There was no change in any of the above-mentioned interests between the end of the financial
year and 21 January 2009.

By virtue of Section 7 of the Singapore Companies Act, Cap. 50, Mr Yao Hsiao Tung is deemed to
have an interest in shares of the subsidiaries of the Company.

Except as disclosed in this report, no director who held office at the end of the financial year
had interests in shares, share options, warrants or debentures of the Company, or of related
corporations, either at the beginning or at the end of the financial year.

Directors’ contractual benefits

Except as disclosed in the financial statements, since the end of the previous financial year, no
director of the Company has received or become entitled to receive a benefit by reason of a contract
made by the Company or a related corporation with the director, or with a firm of which the
director is a member, or with a company in which the director has a substantial financial interest.

Share options

The Hi-P Employee Share Option Scheme (“the Option Scheme”) was approved and adopted at the
Company’s Extraordinary General Meeting held on 7 October 2003. The Option Scheme applies
to executive directors, employees of the Group, controlling shareholders and their associates. The
Option Scheme is administered by the Remuneration Committee, comprising Messrs Leong Lai
Peng (Chairman), Chester Lin Chien and Dr Tan Khee Giap.

Other information regarding the Option Scheme is set out below:

() The exercise price of the options is determined at a discount to a price (the “Market Price”)
equal to the average of the last dealt prices for the Company’s shares on the Singapore
Exchange Securities Trading Limited (SGX-ST) for the five consecutive business daysimmediately
preceding the date of grant of such options (subject to a maximum discount of 20%).

(ii)  For options granted with an exercise price which is set at a discount to the Market Price
(“Incentive Options”), 50% of the Incentive Options may be exercised after the 2nd
anniversary from the date of grant of that Incentive Option and the remaining 50% may
be exercised after the 3rd anniversary from the date of grant of that Incentive Option. For
options granted with an exercise price fixed at the Market Price (“Market Price Option”),
50% of the Market Price Options may be exercised after the 1st anniversary of the date of
grant of that Market Price Option and the remaining 50% may be exercised after the 2nd
anniversary of the date of grant of that Market Price Option.

(iii) The options expire 8 years after the grant date, unless they have been cancelled or have
lapsed prior to that date.
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5. Share options (cont’'d)

Details of all the options to subscribe for ordinary shares of the Company pursuant to the Option

Scheme as at 31 December 2008 are as follows:

Date of Exercise Options Options
grant of price per outstanding as at  cancelled/
options share 1 January 2008 lapsed
19/07/2004 $1.39 2,314,000 (300,000)
24/02/2005 $1.54 10,000 (5,000)
12/05/2005 $1.47 20,000 -
12/08/2005 $1.48 20,000 -
30/11/2005 $1.63 5,000 -
25/04/2006 $1.11 1,163,000 (568,000)

Options

outstanding as at
31 December 2008

2,014,000

5,000

20,000

20,000

5,000

595,000

Exercise
period
20/07/2005 to
19/07/2012
24/02/2007 to
23/02/2013
12/05/2007 to
11/05/2013
12/08/2007 to
11/08/2013
30/11/2007 to
29/11/2013
26/04/2008 to
25/04/2014

Details of the options to subscribe for ordinary shares of the Company granted to directors and
employees of the Company pursuant to the Option Scheme are as follows:

Aggregate
options
Options granted
for financial
year ended 31

Name of Director

Yao Hsiao Tung - 1,300,000
Wong Huey Fang - 300,000
Name of Employee

Gary Ho Hock Yong — 700,000

There were 7,494,000 options granted to the directors and employees of the Company and its
subsidiaries since the commencement of the Option Scheme to the end of the financial year under

review.

u Moving Up The Value Chain | 2008 Annual Report

granted since

Aggregate

options

exercised since
commencement commencement
of scheme to 31
December 2008 December 2008 December 2008

of scheme to 31

Aggregate
options

outstanding as
at 31 December

2008

1,300,000
300,000

700,000
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5. Share options (cont’'d)
During the financial year,

(@) none of the participants has received 5% or more of the total number of options, available
under the Option Scheme.

(b)  no options have been granted by the Company or its subsidiaries to any person to take up
unissued shares in the Company or its subsidiaries.

() no options have been granted at a discount.
6. Audit committee
The Audit Committee performed the functions in accordance with Section 201B(5) of the Singapore

Companies Act, Cap. 50. The functions performed are disclosed in the Report on Corporate
Governance.

7. Auditors
Ernst & Young LLP have expressed their willingness to accept reappointment as auditors.
On behalf of the board of directors,

Yao Hsiao Tung
Chairman

Yeo Tiong Eng
Director

25 March 2009
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We, Yao Hsiao Tung and Yeo Tiong Eng, being two of the directors of Hi-P International Limited, do
hereby state that, in the opinion of the directors,

(@) the accompanying balance sheets, consolidated profit and loss account, consolidated statement
of changes in equity and consolidated cash flow statement together with notes thereto are
drawn up so as to give a true and fair view of the state of affairs of the Group and of the
Company as at 31 December 2008 and of the results of the business, changes in equity and cash
flows of the Group for the year ended on that date, and

(b) at the date of this statement, there are reasonable grounds to believe that the Company will be
able to pay its debts as and when they fall due.

On behalf of the board of directors,

Yao Hsiao Tung
Chairman

Yeo Tiong Eng
Director

25 March 2009
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Independent Auditors’ Report

To the members of Hi-P International Limited

We have audited the accompanying financial statements of Hi-P International Limited (“the Company"”)
and its subsidiary companies (collectively, “the Group"”), which comprise the balance sheets of the Group
and Company as at 31 December 2008, statement of changes in equity, the profit and loss account and
cash flow statement of the Group for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the provisions of the Singapore Companies Act, Cap. 50 (“the Act”) and Singapore
Financial Reporting Standards. This responsibility includes devising and maintaining a system of internal
accounting controls sufficient to provide a reasonable assurance that assets are safeguarded against
loss from unauthorized use or disposition; and transactions are properly authorized and that they are
recorded as necessary to permit the preparation of true and fair profit and loss accounts and balance
sheets and to maintain accountability of assets; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Singapore Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

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

Opinion
In our opinion,

(i)  the consolidated financial statements of the Group and the balance sheet of the Company are
properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting
Standards so as to give a true and fair view of the state of affairs of the Group and of the Company
as at 31 December 2008 and the results, changes in equity and cash flows of the Group for the
financial year ended on that date; and

(ii)  the accounting and other records required by the Act to be kept by the Company and those
subsidiaries incorporated in Singapore of which we are the auditors have been properly kept in
accordance with the provisions of the Act.

ERNST & YOUNG LLP

Public Accountants and Certified Public Accountants
Singapore

25 March 2009
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Consolidated Profit and Loss Account

for the year ended 31 December 2008

Note 2008 2007
$'000 $'000
Revenue 4 1,077,102 976,566
Cost of sales (879,688) (846,416)
Gross profit 197,414 130,150
Other items of income
Interest income 5 1,560 793
Other income 6 15,005 13,346
Other items of expense
Selling and distribution expenses (11,716) (8,401)
Administrative expenses (65,886) (62,464)
Financial costs 7 (1,323) (1,806)
Other expenses 8 (22,770) (12,517)
Share of results of associates 100 67
Profit before tax 9 112,384 59,168
Income tax (expense)/ credit 11 (10,156) 284
Profit, net of tax 102,228 59,452
Attributable to :
Equity holders of the Company 102,321 59,999
Minority interests (93) (547)
102,228 59,452
Earnings per share attributable to equity
holders of the Company (cents per share) 12
Basic 11.53 6.76
Diluted 11.53 6.76

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Non-current assets

Property, plant and
equipment

Investment in subsidiaries

Investment in associates

Other investment

Other receivables

Deferred tax assets

Current assets

Inventories

Trade and other receivables
Notes receivables

Prepaid operating expenses
Derivatives

Cash and cash equivalents

Current liabilities

Trade and other payables
Accrued operating expenses
Loans and borrowings
Income tax payable
Derivatives

Net current assets

Non-current liabilities
Loans and borrowings
Deferred tax liabilities
Net assets

Equity attributable to equity
holders of the Company

Share capital
Other reserves
Accumulated profits

Minority interests
Total equity

Note

13
14
15
16
18
25

17

18

19

20

21

22

23

20

23
25

26
27

Balance Sheets

as at 31 December 2008

Group Company
2008 2007 2008 2007
$'000 $'000 $'000 $'000
282,544 291,075 21,515 24,741
- - 193,119 195,913
2,616 2,815 1,478 1,478
12 12 12 12
- - - 11,879
4,381 1,868 - -
114,560 135,858 3,676 6,159
245,799 285,353 81,184 75,573
22 2,394 - -
1,988 3,830 98 151
1,197 - 1,160 -
131,566 46,764 23,938 4,402
495,132 474,199 110,056 86,285
178,126 251,195 51,582 54,888
36,278 24,221 9,560 6,167
543 28,135 55 20,904
5,880 2,480 357 357
21 - - -
220,848 306,031 61,554 82,316
274,284 168,168 48,502 3,969
5,136 6,185 25 68
51 708 - 874
558,650 457,045 264,601 237,050
119,725 119,725 119,725 119,725
39,879 19,462 2,869 2,838
397,736 316,532 142,007 114,487
557,340 455,719 264,601 237,050
1,310 1,326 - -
558,650 457,045 264,601 237,050

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Consolidated Statement of Changes in Equity

for the year ended 31 December 2008

Attributable to equity holders of

the Company
Share Other
capital reserves Accumulated Minority Total
(Note 26) (Note 27) profits interests equity
Group $'000 $'000 $'000 $'000 $'000
Balance at 1 January 2007 119,725 6,745 269,761 2,509 398,740
Foreign currency translation
differences - 5,043 - - 5,043
Net income recognised directly in
equity - 5,043 - - 5,043
Profit for the year - - 59,999 (547) 59,452

Total recognised income for the

period - 5,043 59,999 (547) 64,495
Employee share option scheme

- Equity compensation benefits

(Note 27d) - 266 - - 266
Acquisition of a subsidiary - - - (636) (636)
Transfer from retained earnings - 7,408 (7,408) - -
Dividends on ordinary shares

(Note 29) - - (5,820) - (5,820)

Balance at 31 December 2007 and

1 January 2008 119,725 19,462 316,532 1,326 457,045
Foreign currency translation
differences - 12,577 - 77 12,654

Net income recognised directly in
equity - 12,577 - 77 12,654
Profit for the year - - 102,321 (93) 102,228

Total recognised income for the

period - 12,577 102,321 (16) 114,882
Employee share option scheme

- Equity compensation benefits

(Note 27d) - 31 - - 31
Transfer from retained earnings - 7,809 (7,809) - -
Dividends on ordinary shares

(Note 29) - - (13,308) - (13,308)
Balance at 31 December 2008 119,725 39,879 397,736 1,310 558,650

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Consolidated Cash Flow Statement

for the year ended 31 December 2008

2008 2007
Note $'000 $'000
Cash flows from operating activities
Profit before tax 112,384 59,168
Adjustments for:
Depreciation of property, plant and equipment 13 44,526 40,491
Impairment loss on property, plant and equipment 13 14,109 959
Property, plant and equipment written off 862 508
Net loss on disposal of property, plant and equipment 295 36
Impairment loss on inventory obsolescence 17 10,104 3,284
Inventories written off 17 1,351 2,475
Provision for onerous contracts 3,813 -
Impairment loss on doubtful trade receivables 18 663 1,538
Bad debts written off 410 1,090
Equity compensation expense 31 266
Interest expense 1,323 1,806
Interest income (1,560) (793)
Net fair value gains on derivatives (1,131) -
Translation difference 2,268 4,852
Share of results of associates (100) (67)
Operating cash flows before changes
in working capital 189,348 115,613
Changes in working capital
Decrease/ (increase) in inventories 9,455 (26,202)
Decrease/ (increase) in trade and other receivables 38,845 (59,707)
Decrease/ (increase) in notes receivables 2,372 (1,722)
Decrease/ (increase) in prepaid operating expenses 1,842 (2,017)
(Decrease)/ increase in trade and other payables (78,622) 39,568
Increase in accrued operating expenses 12,057 6,078
Decrease in amounts due (to)/ from related parties (534) (3,732)
Total changes in working capital (14,585) (47,734)
Cash flows from operations 174,763 67,879
Income taxes paid (9,928) (2,318)
Net cash flows from operating activities 164,835 65,561
Cash flows from investing activities
Dividends received from an associated company 300 -
Net cash outflow on acquisition of a subsidiary a - (209)
Interest received 1,560 793
Proceeds from disposal of property, plant and equipment 3,889 2,230
Purchase of property, plant and equipment b (43,108) (49,496)
Net cash flows used in investing activities (37,359) (46,682)
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Consolidated Cash Flow Statement

for the year ended 31 December 2008

Cash flows from financing activities

Dividends paid on ordin