About BlueStar

BlueStar SecuTech Inc is the leading video network sur veillance solution provider in China. We
design, develop, market and manufacture our proprietar y video network solutions. With our core
products: Network Platform, Network Video Recorders (NVRs) and Digital Video Recorders
(DVRs), we are the major supplier of video network technology solutions to the banks in China,
we provide the best sur veillance solutions that are vital for our customers, fulﬁlling their need of
video sur veillance security.
BlueStar SecuTech Inc was incorporated on 7 June 2006 under the laws of the British Virgin
Islands and was quoted on the AIM market of the London Stock Exchange on 18 June 2007. Its
head ofﬁce is in Beijing and has branch ofﬁces in Shanghai, Guangzhou, Shenyang, Xi’an,
Chengdu and Tianjin of China.
At BlueStar we provide our clients with the highest standards in technology, performance
products, and ser vice. This includes our video network solutions, software optimising and
upgrading ser vices, NVR & DVR sales and replacement. When it comes to data storage, we are
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ver y proud to be using a “network sur veillance management platform” to achieve integration and
centralisation management. This in turn simpliﬁes the management of video data, by making it
easily accessible for any time and date, on or off site. We also provide direct solutions for special
applications of businesses such as banks, stock brokers and public security organisations. All of
which can be achieved based on the development, production and sales of large-sized central
management software, NVRs, DVRs and peripheral devices.
In recent years, BlueStar has experienced rapid growth and obtained a number of awards
including 2007’s Deloitte’s Technology Fast 500 Asia Paciﬁc and 2007’s Deloitte’s Technology
Fast 50 China awards for growing companies.

Financial and Operational Highlights

Revenues of RMB175 million/£12.5m (2006: RMB102 million/£7.3m)

Revenue from high margin software of RMB22 million/£1.6m (2006: RMB13 million/£0.93m)

Revenue from two new sales & ser vice centres of RMB17 million/£1.2m since opening in Q3 2007

Gross proﬁt increased to RMB96 million/£6.9m (2006: RMB57 million/£4.1m)

Net proﬁt of RMB52 million/£3.7m (2006: RMB42 million/£3m)

Strong cash position of RMB115 million/£8.2m (2006: RMB23 million/£1.6)

Maiden dividend of 0.96p per share

Annual production capacity doubled to 60,000 units with increased investment on capital expenditure

Please note, the comparisons made are for the 12 month period ended 31 December 2006 and
the 15 month period ended 31 March 2008
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Chairman’s Statement
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Chairman’s Statement

The ﬁfteen months under review represent a period in which BlueStar achieved its ﬁnancial targets and
operational objectives. These are achievements which the Company is proud of and demonstrated the
quality and commitment of the BlueStar Group.
Despite the delay in the translation of the funds from the IPO proceeds into Chinese Yuan, the Company
was proud to announce that it exceeded its ﬁnancial targets, doubled its production capacity in 2007 and
has also invested in product research and development.

In February 2008, with all the IPO proceeds

translated, the company continues to expand its presence across China, moving into new sectors and
positioning itself to address the opportunities that international markets offer.
The Group plans to remain focused on our banking clients. With the growing trend of inter-networking in
the banking sector, BlueStar’s network solution and central control platform will create customer loyalty
and increase the entry barrier to our competitors. This will in turn drive sales of BlueStar’s other software
and surveillance products and will be in a strong position to offer clients new products in the 5 year
replacement cycle.
Going forward, the Group plans to expand its product offering. The joint development with JVC to develop
an IP-based surveillance camera will be launched by the end of 2008. The Group continues to look for
partnership or strategic investment opportunities to integrate other key surveillance products into
BlueStar’s network.
The Company’s solution has been well recognized in the industry. The Company is one of the two
companies in China awarded the certiﬁcation of “high-deﬁnition” DVR by the Ministry of Public Security
of the People’s Republic of China.
I would like to thank the members of the board for their strategic suggestions and help, and to thank all
the employees for their highly valuable contributions to the Group’s development.

Liu Xiaochuan
Chairman, Non-Executive Director
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Financial Review

Key Financial Information
15 months ended

12 months ended

31March 2008

31 December 2006

RMB'm

GPB'm

RMB'm

GPB'm

174.9

12.5

102.0

7.3

Proﬁt from operations

52.2

3.7

45.0

3.2

Proﬁt before tax

52.2

3.7

45.0

3.2

Net proﬁt for the period

51.7

3.7

42.1

3.0

Revenue

Total assets

253.0

18.1

98.6

7.0

Total liabilities

(24.8)

(1.8)

(38.1)

(2.7)

Net assets

228.2

16.3

60.5

4.3

Trading results for the 15 month period ended 31 March 2008 showed revenue of RMB175 million/ £12.5m
(2006: RMB102 million/ £7.3m), which was in line with management’s expectations. Proﬁt before tax for the
period was RMB52 million/ £3.7m (2006: RMB45 million/ £3.2m), and ahead of management’s expectations
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due to increased revenue from networking projects and software sales. This growth continued into early 2008,
which is especially pleasing as the ﬁrst quarter of the calendar year is not traditionally a strong trading period
for the Group.
As announced in September 2007, due to PRC government regulations relating to the conversion of IPO
proceeds, only US$6.8 million was converted into RMB before 31 December 2007. The remaining balance
converted into RMB on 4 February 2008. Notwithstanding this, the Company’s management team was able to
maintain the Group’s operational momentum and exceed their own ﬁnancial performance expectations for the
period. This is testament to the hard work of everyone involved.

Gross proﬁt for the period was RMB96 million/ £6.9m (2006: RMB57 million/ £4.1m) and average gross proﬁt
margins for the 15 month period were 55% (2006: 56%), down slightly as a result of a small change in the
Company’s DVR product mix and a temporary increase in hard disk drive prices in late 2007. However, gross
proﬁt margins on software sales remained at 98%.

Financial Review

107.6

During the 15 month period, the proportion of
increased

substantially,

with

such

85.8

projects requiring DVRs to be networked
projects

accounting for 26% of total revenue, compared
45.5

with just 3% in 2006. Additionally, revenues from
high margin software sales increased to RMB22
13.2

representing 12.6% of total revenue (2006: 13%).
of

these

developments

represent

a

conscious move by the Company to increase its

3.0

Both

21.8

million/ £1.6m (2006: RMB13 million/ £0.9m),

Other Sales

focus in these high-margin, value adding areas,
which complement its manufacturing capabilities
and re-afﬁrms it as being more than a “box seller”.

Revenue breakdown in RMB’m

In line with plans announced at the time of ﬂoating on AIM in June 2007, the Group increased its investment
in Research and Development during the period to RMB16 million/ £1.1m (2006: RMB5 million/ £0.4m), with,
amongst other projects, ﬁve copyrights being obtained in respect of its new software solutions for advanced
networking management functions. The Group also established new sales and service centres in Shenyang
and Xi’an in July and September 2007 respectively, and these contributed RMB17million/ £1.2m of revenue in
the 15 months ended 31 March 2008.

During the period, to facilitate expansion plans in the Company’s Sales and R&D functions, the Company also
invested RMB6.6 million/ £0.5m in software development and RMB8.2 million/ £0.6 m on the purchase of equipment
(2006: RMB3.2 million/ £0.2m), which included a new surface mounted technology (“SMT”) line for RMB 4.3
million/£0.3m, enabling the Company to take greater control over product quality and save third party costs.
Trade debtors and other receivables increased to RMB89 million/ £6.4m at 31 March 2008 (2006: RMB53
million/ £3.8m), which reﬂects the increase in sales during the period. With the development of non-banking
markets and a move into the lower speciﬁcation end of the market, the Company continues to focus its attention on effective credit management of its trade debtors.
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Inventory also increased during the period to RMB20 million/ £1.4m (2006: RMB8.7 million/ £0.6m), which
is consistent with the increase in revenues during the period. However, the increase in inventories had the
beneﬁt of shortening delivery lead times and improving overall client satisfaction.
Net cash inﬂow from operating activities was RMB3.6 million/ £0.3m for the period (2006: RMB8.8 million/
£0.6m). The reduction was as a result of the increased working capital demands during the period, in
particular the increased Research and Development costs of RMB10.3 million/ £0.7m. Taking into account the
net receipts from the Company’s IPO on AIM in June 2007, the Group had cash and cash equivalents of
RMB115.4 million/ £8.2m at 31 March 2008 (2006: RMB23.1 million/ £1.7m).
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Operational Review

BlueStar is a leading provider of digital video surveil-

importance.

lance solutions and utilises hardware and software,

Investment and its achievements

usually across a network, to capture, process, analyse
and store digital video data for its clients.

Research and development
BlueStar continued its investment in Research and

BlueStar’s revenue comes from selling and replacing

Development through 2007, despite the conversion

video network solutions with software optimisation

of net IPO receipts into Chinese currency not being

and upgrades, as well as the sale of hardware:

completed during that year. For the 15 months ended

including NVRs (Network Video Recorders),

31 March 2008, the Group invested RMB16 million/

DVRs (Digital Video Recorders) and NVSs (Network

GBP1.1 million of which RMB4.5 million/GBP0.32

Video Servers).

million was capitalised, compared to RMB 4.9 million
/GBP0.35 million during the 2006 ﬁnancial year.

To date, the Company’s main focus has been in the
banking, securities, brokerage and legal sectors within

As part of its R&D programme during the period,

the People’s Republic of China as these sectors

BlueStar obtained ﬁve copyrights in respect of its new

require high quality video monitoring solutions. This

software solutions, including a Central Monitoring

factor, coupled with Government regulation requiring

/Management Software (CMS) platform. The CMS

a ﬁve years replacement cycle, drives the continued

platform enables the management and monitoring of

development of the surveillance requirements in these

video to be standardised and centralised along with the

sectors and has provided BlueStar with a solid market

client’s alarm and access control systems. This helps

foundation and high-margin revenue.

our clients to simplify the management of video data and
ensures efﬁcient monitoring. This powerful management

By providing video network solutions, as opposed to

software has been successfully used in more than 10

hardware alone, BlueStar is able to beneﬁt from

networking projects and has generated approximately

high-margin software sales and also develop closer

RMB 45.5 million/GBP3.2 million in revenue for the

business relationships with clients. BlueStar’s high

Group during the period.

market share in the high-end surveillance market of
the banking sector also positions it to beneﬁt from

A lower cost NVR (Network Video Recorder) series

the sale of networking systems and software upgrades

is also in development and has now commenced

which follow on surveillance network projects.

laboratory testing. This product has been speciﬁcally
designed for the lower end of the surveillance market

BlueStar is now looking at leveraging its experience

and we anticipate the production of these products to

to work with distributors and partners to drive sales

commence from the middle of 2008. We also expect

in other areas of the surveillance market, including

these new products to play an important role in the

overseas, which it expects to become of increasing

Company’s development of new sales channels and

importance.
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to provide BlueStar with the ability to participate in

the centres in Shenyang and Xi’an have contributed

projects such as “China Safe Cities” as well as original

9.7% of 2007 total Group revenues, which gives the

equipment manufacturer (“OEM”) markets.

Company conﬁdence as to the prospects and potential
in China’s regional markets.

On 29 June 2007 the Company signed an agreement
with JVC to focus on the technical development of new

Bluestar is looking to continually increase its sales

high-deﬁnition CCTV camera for use by the banking

capability within the tier 2 and 3 cities across China.

sector in China. The newly joint-developed HD camera

The four new sales and service centres based in

is expected to be launched at the end of 2008.

Shenyang, Xi’an, Chengdu and Tianjin have helped
ensure that the Company is achieving this across the

Factory expansion

northeast, northwest, southwest of China and Tianjin

With part of the IPO proceeds, the expansion of the

municipality.

Group’s factory in Beijing was completed as planned
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in October 2007, increasing the production and

In addition to the provinces where the Company has

assembly capacity of the factory to 60,000 DVR units

set up its sales and service centres, the Group has

per year compared to the previous maximum capac-

also established business ofﬁces in major cities in

ity of 30,000. This production capability meets the

almost all provinces, ensuring that it has a foothold

development plan of the coming three years. The

across the whole of China. The Board believes that,

Group invested approximately RMB4.3 million/

by strengthening BlueStar’s relationships with

GBP0.31 million for the new SMT production line,

clients and partners across China, it will be better

which enables the Group to assemble DVR circuit

positioned to grow, consolidate the high-end markets

boards itself. This is essential for ﬂexibility, cost

it currently operates in, and expand into new

savings and better quality control. The SMT line is

business sectors in the future.

now fully operational.
Marketing expansion strategy
Business Development

During the period ended 31 March 2008, the Company worked with Seagate, a leading global provider

Business expansion

of hard-disks, and NXP (PHILIPS), a global provider

In accordance with the Group’s strategic plans previously

of semiconductors and software, to demonstrate its

outlined, BlueStar has opened regional sales and

network solutions, CMS platform, NVRs and DVRs to

service centres in Shenyang and Xi’an in 2007 as well

existing customers and potential clients in ten major

as in Chengdu and Tianjin in February and March of

cities across China. Those invited to attend the

2008. The establishment of these centres will strengthen

roadshow were from a variety of targeted business

BlueStar’s local sales and service capability across

sectors with varied system requirements. In 2008,

China and, even during their few months of operation,

the Group plans to extend the roadshow to 15 cities

Operational Review

across China. To date, four have taken place. The

Finally, the Group continues to win additional contracts

roadshow programme helps promote the Group’s

and larger orders from its primary clients including

products, software and solutions, as well as reinforc-

the Beijing branch of the China Construction Bank

ing its sales and expansion strategy.

and the Beijing branch of the Industrial and Commercial Bank of China, which demonstrates the recur-

Contracts Wins

ring nature of sales of BlueStar’s solutions and

During the period ended 31 March 2008, BlueStar

products.

signed a number of signiﬁcant network project
contracts with large banking groups in the People’s

Acquisition strategy

Republic of China. These included contracts with the

With a view to the long-term development of BlueStar,

headquarters of the Bank of China, the China

based upon the Group’s requirements to accelerate its

Construction Bank of Inner-Mongolia and the China

ability for non-banking sectors, the Group is currently

Construction Bank of Liao Ning province. The Com-

looking at a number of potential acquisition opportunities.

pany also signed a contract to provide its software to

However, BlueStar intends to adopt a very cautious

a systems integrator carrying out an ongoing

approach and will only undertake an acquisition if it

programme of upgrading the existing BlueStar

will provide strategic, technical and ﬁnancial beneﬁts

system for the Agricultural Bank of China.

to the Company. The Company expects to strengthen
the Research and Development capability and develop

The company won one signiﬁcant contract for the

the non-banking sectors further by applying the IPO

headquarters of the Bank of China in December

receipts efﬁciently for any acquisition.

2007. Our network solutions used to link all of the
Bank of China’s branches across 13 different

Awards

provinces. This video surveillance network represents
one of the most technically advanced networks of its

As a fast-developing company in China, BlueStar is

type in the world.

one of the Deloitte Technology Fast 50 China 2007

programme and was named in the Deloitte Technology
In addition, the Group won contracts with Shanghai

Fast 500 Asia Paciﬁc 2007 programme.

Stock Communication and the forestry protection
project as well as undertaking projects in tier 2 and 3

On 5 May 2008, BlueStar’s DVRs were tested and

cities with projects in Guizhou province and

certiﬁed as high-deﬁnition DVRs by the Ministry of

Inner-Mongolia. This demonstrates BlueStar’s capability

Public Security of the People’s Republic of China (Report

in developing business in new sectors. The Board sees

No: GongHuJian 081245). Based on these inaugural

this as a vital part of increasing sales and look forward

national DVR standards, published on 1 January 2008,

to building on this momentum as BlueStar continues its

BlueStar became one of the two companies in the

expansion beyond the banking sector.

People’s Republic of China to be awarded the Certiﬁcate
of High-Deﬁnition DVR manufacturers.
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Summary

service centres in Changsha and Wuhan within the next 3

These results represent a promising start for

months.

BlueStar as an AIM listed company and provide a
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good platform for the future. Despite the delay in the

As mentioned earlier, the Group also considers the

conversion of the IPO proceeds into RMB during the

potential for selective acquisitions during the coming

year, the Group still achieved all of its targets for the

year, with the intention of assisting it in developing

period and the Board believes that the Group is now

non-banking sectors with its surveillance network

well placed to capitalise on its position going forward.

solutions and products.

Outlook and Current Trading

International market

Domestic market

Accessing the global market is an important part of

The current ﬁnancial year has started well with

BlueStar’s long term growth strategy. In the past, the

trading in line with management’s expectations. The

Company has developed its understanding of

targets and objectives set for the coming year include

overseas market requirements by attending various

high levels of growth which the Company is conﬁ-

exhibitions around the world. Based upon this under-

dent of achieving through the careful execution of its

standing, the Group is now forming a dedicated

expansion strategy.

department to develop its overseas market sales
opportunities by leveraging the expertise and experi-

During the coming year, the Group aims to remain at

ence it has built in China.

the forefront of the surveillance industry in China by
maintaining its R&D activities with regards to both its

This new department consists of a regional sales

software and hardware offerings, as well as strengthening

team, an OEM(Original Equipment Manufacturer)

its position within the Chinese banking sector. Addition-

/ODM(Original Design Manufacturer) team, a trans-

ally, the Group has launched two product lines, namely:

lator team and a customer service and technical

“TRENDLINE” (which is aimed at high-end market

support team, as well as a dedicated R & D team. This

segments) and “SECULINE” (which has been devel-

department is led by the recently appointed Senior

oped speciﬁcally for lower end market segments)

Vice-President, Mr. Romeo Kwok, who has more

which will enable BlueStar to develop other sales

than 30 years of experience in the security industry.

channels and market sectors requiring both high and
low surveillance technology rapidly. BlueStar will begin

BlueStar will be attending worldwide exhibitions this

commercialising SECULINE in June 2008 and SECULINE

year to facilitate its overseas presence and growth of

is seen by the Company as being a key factor in its

sales. The company is attending exhibitions in Asia,

ability to provide less sophisticated solutions, to

Eastern Europe, Central and South America, Africa

projects like China Safe City, forestr y protection

and the Middle East increasing the potential for

project etc. The Group will establish additional sales and

growth overseas during the 2008/9 ﬁnancial year.

Directors’ Report

The Directors are pleased to submit their report and the audited ﬁnancial statements for the year ended.

PRINCIPAL ACTIVITY
The Company is incorporated in The British Virgin Islands on 9 June 2006. The registered Number is
1032245. The principal activity of the Company is to design, develop, manufacture, market, and supply our
own video network solutions.

REVIEW OF BUSINESS
The enhanced business review for the Company is provided in the Chairman’s Statement section of this
annual report.
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RESULTS AND DIVIDENDS
In line with the dividend policy set out in the Company’s AIM admission document, the board is proposing
a maiden ﬁnal dividend of 0.96p per share (2006: Nil) to be paid from the net proﬁt attributable to ordinary
shareholders for the 15 months period ended 31 March 2008, which amounted to RMB 51.7 million.
Subject to shareholder consent at the Annual General Meeting, this dividend will be paid on 17 July 2008
to shareholders on the register on 30 May 2008. The Company’s ordinary shares will be marked
“ex-dividend” on 28 May 2008.

Directors’ Report
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Mr. Liu Xiaochuan
Chairman, Non-Executive Director

Mr. Liu is the Chairman of China Security and Protection Industry Association, the Vice-Director and Superintendent
of the Science and Technology Commission of Ministry of Public Security. Mr. Liu was the Vice-Chairman and
Research Director of the First Institution of Ministry of Public Security. He was the Chairman of the Computer Communication Bureau of the Ministry of Public Security, Headmaster of the Chinese People's Public Security University.
Mr. Liu has been awarded the National Science and Technology Conference Award, and the First, Second and Third
Ministry of the Public Security Science and Technology Award.

Directors’ Report
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Mr. Xiao Gang
Chief Executive Ofﬁcer

Mr. Xiao holds a BA degree in Robotic Instruments and has over 14 years of experience in marketing, sales and
manufacturing security and surveillance solutions. Mr. Xiao entered into the security systems industry in 1993,
being a foremost distributor for Sanyo CCTV security products through the Guangzhou JingLun Technology
Development Co. Ltd. and Guangzhou Mainline Technology Development Co. Ltd. of which he was the Founder
and CEO. Between 1999 and 2000, Mr. Xiao was Deputy General Manager of Beijing Century Milestone, a video
networking equipment group. In 2000 he founded Beijing BlueStar Software Technology Development Co. Ltd
and its subsidiary companies in Guangzhou and Shanghai.

Directors’ Report

Mr. Romeo Edward Sze-Lam Kwok
Senior Vice President
Romeo Edward Sze-Lam Kwok was appointed as Senior Vice President and
Executive Director of BlueStar on 15 February 2008. Mr. Romeo Kwok has over
30 years experience in the strategic marketing and sales of products & project
integration, research & manufacturing within the security and surveillance
industries both in Greater China and international markets. Prior to working for
BlueStar, Mr. Romeo Kwok held senior management positions at a number of
leading global security companies. He worked as Executive Director and Vice
President of Asia operations at Bosch Security Ltd between 1995 and 2003. He
was appointed as Senior Consultant by United Technologies Corp. USA (UTC)
and Nixon Technologies Co. Ltd. between 2004 and 2008.

Mr. (Marine) Zheng Yunsheng
Chief Financial Ofﬁcer
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Mr. Zheng is a CPA qualiﬁed accountant and joined the Group in 2006. Prior to
becoming the CFO he was a Senior Manager of BDO Reanda in Beijing. Prior to
joining BDO Reanda, Mr. Zheng was employed as the Senior Consultant at
LehmanBrown Financial Management Consultancy, managing the business
evaluation and ﬁnalisation procedures for foreign corporates looking for
opportunities in the PRC.

Ms. Wang Chong
Chief Operating Ofﬁcer
Ms. Wang holds a B.S. Degree in Computer Application Science at the Beijing
University of Industry. Ms. Wang has many years of corporate marketing and
operating experience having previously worked for Legendmaker Software
Development Co. Ltd, which she joined in 1997 as the company's Marketing
Manager. In 1999 Ms. Wang joined the Beijing Ofﬁce of Summedia Communication Technology, where she was responsible for marketing strategy, sales and
marketing controls and management. Ms. Wang joined Bluestar in December
2000.

Directors’ Report

Mr. He Caiguang
Chief Technology Ofﬁcer
Mr. He Caiguang holds a B.S. Degree in Geo Science at Zhejiang University. He
has spent more than 15 years in research, development and implementation of
software technology development. He has been with the Group since 2000. Prior
to joining the Group, from 1999-2000, he was the software Department Manager
of Beijing Century Milestone Technology Co. Ltd., heading up the application of
software research and development. Prior to Century Milestone, during 19941999, he was employed at Guangdong Provincial Post Bureau as Project Manager
and Systems Engineer.

Mr. Teo Kean Eek
Non-Executive Director
Mr. Teo has over 13 years of strategic planning and venture capital experience in
the US, the PRC and Singapore. Prior to founding Agile, a ﬁnancial advisory
company in the PRC, he was the principal of Shanghai NewMargin Ventures in
charge of investment, divestment and portfolio monitoring. Mr. Teo holds a
Master's Degree in Engineering Economics System from Stanford University
and a Bachelor's Degree in Electrical Engineering from Arizona State University.
He is on the Board of Directors and a member of the audit committee of
Pharmesis International Ltd (listed on the Singapore Stock Exchange) and
Sinosoft Technology Plc (quoted on AIM).

Mr. David Mace
Non-Executive Director
Mr. David Mace was appointed as Non-Executive Director on 14 May 2007. Mr.
Mace has been involved in developing businesses internationally over the last 25
years. In 1987, he led the management buy-out of Sea Life Centre (Holdings)
Limited, through to its subsequent ﬂotation in 1992 as Vardon Plc, the leisure
group. Mr. Mace has served as a Non-Executive Director of private and venture
capital backed companies in France and the UK and has also acted as Management Consultant to businesses in Europe, the Far East and New Zealand. He is a
Non-Executive Director of Inspired Gaming Group Plc and Lookers Plc.
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DIRECTORS' INTERESTS

Number of shares

%

30,870,000

42.40%

He Caiguang(2)

2,940,000

4.04%

Wang Chong(3)

2,450,000

3.37%

600,000

0.82%

Name
Xiao Gang(1)

Teo Kean Eek(4)

(1) This represents the interests of Mr Xiao and his wife through their shareholdings respectively in SecuLine Technologies, Inc and Sunshine Holdings
(Private) Limited
(2) Held through Video Sources Communication Limited
(3) Held through Balance Partners Limited
(4) Held through Agile Partners Limited

SUBSTANTIAL SHAREHOLDINGS
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As of 31 March 2008 the company has been notiﬁed of the following interests in its ordinary shares which
represent 3% or more of the issued share capital of the company.
Name

Number of shares

%

SecuLine Technologies Inc.

17,150,000

23.56%

Sunshine Holdings (Private) Limited

13,720,000

18.84%

Mackenzie Cundill Investment Management

10,340,000

14.20%

CIM Investment Management

5,935,000

8.15%

Balance Partners Limited

5,390,000

7.40%

Video Sources Communication Limited

5,390,000

7.40%

NewTech Capital Management Limited

4,410,000

6.05%

KaiQi Holdings (Private) Limited

2,940,000

4.04%

Wessex Asia Paciﬁc Fund

2,300,000

3.16%

No other person has reported an interest of more than 3% in the ordinary shares.

Directors’ Report

FINANCIAL INSTRUMENTS
The Company’s principal ﬁnancial instruments comprise inventories, trade and other receivables, cash and
bank balances, and trade and other payables. It is, and has been throughout the year under review, the
Company’s policy that no trading in ﬁnancial instruments shall be undertaken. The main risks arising from the
Company’s instruments are liquidity risk and credit risk. The Board reviews and agrees policies for managing
each of these risks and they are summarized as below. The Company also monitors the market price risk
arising from all ﬁnancial instruments.
The Company does not trade in any derivatives, has no hedging activities and has no ﬁnancial assets
or liabilities measured at fair value through proﬁt and loss.
a. Credit risk
Receivable balances and cash and cash equivalents are monitored on an ongoing basis with the result that no
major credit risk is currently considered to exist. The Company’s exposure to credit risk arises from any
default of the counterparty, with a maximum exposure equal to the sum of the carrying amount of these instruments. There are no signiﬁcant concentrations of credit risk within the Company.
b. Foreign currency exchange risks
The Company does not hedge its foreign currencies. Transactions with customers and vendors are mainly
denominated in RMB. Management considered that no signiﬁcant foreign currency exposure will arise in the
course of the business operation of the Company.
c. Liquidity risk
The Company regularly reviews its major funding positions to ensure that it has adequate ﬁnancial resources
in meeting its ﬁnancial obligations. The Company takes liquidity risk into consideration when deciding its
sources of funds. At the period end there are no borrowings due after more than one year.
d. Interest rate risk
The Company doesn't have material interest rate risk.
AUDITORS
Resolutions to re-appoint Mazars LLP as the company’s auditors will be put to the forthcoming annual general
meeting.
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Remuneration Committee Report

COMMITTEE MEMBERS
The Remuneration Committee (“the Committee”) comprises Mr. Liu Xiaochuan, Mr. David Mace and Mr. Teo
Kean Eek with Mr. Liu Xiaochuan being its Chairman. The Committee shall review and make
recommendations in respect of the Directors' remuneration and beneﬁts packages, including staff incentive
and the appointment. The Committee also shall make recommendations to the Directors’ Board on the
allocation of incentive payments to employees and the grant of options to directors and employees.
REMUNERATION POLICY
The Committee aims to provide a remuneration policy consistent with the Company’s overall business
objectives and thereby attract and retain high-calibre executives, align executives’ rewards with the creation
of shareholder value and motivate executives to achieve and maintain challenging levels of the company and
individual performance.
These packages shall be reviewed regularly and independent advices shall be taken appropriately. They are
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structured to include both short and longer term incentives. None of the Committeemen has any personal
ﬁnancial interest (other than as shareholders), conﬂicts of interest or day-to-day involvement in the business
operating. The directors or their associates shall not participate in deciding and distributing their own
remuneration.
There are four main elements of the remuneration package for executive directors:
· basic salary;
· pensions;
· other beneﬁts; and
· share option incentives
Basic salary
It is the policy of the Committee to set basic salaries at levels which are deemed as the competitive according
with the size and complexity of the Company, as well as the broad business sectors in which it operates. The
base salaries for Executive Directors and senior managers shall be reviewed annually and resolved by
reference to the responsibility and performance of the individual, with a view to the current market practice.
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Pensions
Pensions for current Chinese domiciled Executive Directors are provided under the Company’s Chinese
contributory ﬁnal salary pension scheme, up to the Chinese Government‘s salary cap.
Other beneﬁts
The executive directors shall be provided with full medical beneﬁts, and the Company shall reimburse all the
medical expenses incurred by the executive directors.
DIRECTORS AND THEIR INTERESTS
The information about the Directors serving the Company for the period and their beneﬁcial interests of the
share capital of the Company is disclosed in Page 18 of the Directors’ Report.
SERVICE CONTRACTS
Main information of service contracts is as follows:
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Contract
Contract Date

Period

Annual
Termination Notice

salar y/fee

Executive
Xiao Gang

30 April 2007

3 years

6 months notice by either side

RMB 960,000

Romeo Edward Sze-Lam Kwok

15 Feb 2008

4 years

6 months notice by either side

RMB 720,000

Zheng Yunsheng

30 April 2007

3 years

6 months notice by either side

RMB 360,000

Wang Chong

30 April 2007

3 years

6 months notice by either side

RMB 360,000

He Caiguang

30 April 2007

3 years

6 months notice by either side

RMB 360,000

Liu Xiaochuan

7 May 2007

3 years

3 months notice by either side

RMB 216,000

Teo Kean Eek

30 April 2007

3 years

3 months notice by either side

GBP 25,000

David Mace

14 May 2007

3 years

3 months notice by either side

GBP 30,000

Non-Executive
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DIRECTORS’ REMUNERATION
Directors’ remuneration for the 15 months-period as of 31 March 2008 is as follows:

Basic Salar y

Pension

Other

and Fees

Contribut

Beneﬁts

Total

RMB’000

RMB’000

RMB’000

RMB’000

1200

25

-

1,225

-

-

-

-

Zheng Yunsheng

450

25

-

475

Wang Chong

450

25

-

475

He Caiguang

450

25

-

475

Liu Xiaochuan

198

-

-

198

Teo Kean Eek

363

-

-

363

David Mace

436

-

-

436

3,547

100

-

3,647

Executive
Xiao Gang
Romeo Edward Sze-Lam Kwok

Non-Executive
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DIRECTORS' SHARE OPTIONS
The interests of the directors in share options of the Company as of 31 March 2008 is as follows:
Director

Granted

Forfeited

Executed

Expired

Exercise

Options

Options

Options

Options

Price
£

David Mace

36,404

Liu Xiaochuan
Chairman of the Remuneration Committee
12 June 2008

-

-

-

0.48

Corporate Governance

The Directors take account of the requirements of the Corporate Governance Guidelines of the Quoted
Companies Alliance to the extent that they consider it appropriate and having regard to the Company’s size,
stage of development and ﬁnancial resources.
These governance policies are memorialized in these guidelines to assure that the Board will have the necessary
authority and practices in place to review and evaluate the Company's business operations and to make
decisions that are independent of the Company's management.
The guidelines are subject to future reﬁnement or changes as the Board may ﬁnd necessary or advisable for
the Company in order to achieve these objectives.
THE BOARD
The Board currently consists of eight members, three of whom, Mr. Liu Xiaochuan, Mr. David Mace and
Mr. Teo Kean Eek are non-executive Directors, including the non-executive Chairman. The Board considers
Mr. Liu Xiaochuan and Mr. David Mace to be independent in character and judgment, and accordingly considers
each of them to be independent for corporate governance purposes.
The Company shall hold regular board meetings. The Directors shall be responsible for formulating, reviewing
and approving the Company’s strategy, budget and major items of capital expenditure. The Company
currently has three Committees: Audit Committee, Remuneration Committee and Nomination Committee,
which shall be only composed of non-executive directors with formally delegated rules and responsibilities.
The Audit Committee shall meet twice annually. The Remuneration Committee and Nomination Committee
shall meet at least once a year.
AUDIT COMMITTEE
The Audit Committee, chaired by Mr. David Mace, currently comprises Mr. Liu Xiaochuan and Mr. Teo Kean
Eek as committee members. The Audit Committee shall determine and examine matters relating to the ﬁnancial
affairs of the Company, including the terms of engagement of the Company’s auditors, consultation with the
auditors, and the scope of the audit. It shall receive and review the reports from management and the
Company’s auditors relating to the half year and annual accounts, as well as the accounting and internal
control systems in use throughout the Company, in addition, to ensure that the Company complies with the
AIM Rules for Companies.
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Corporate Governance

REMUNERATION COMMITTEE
The Remuneration Committee comprises Mr. Liu Xiaochuan, Mr. David Mace and Mr. Teo Kean Eek with
Mr. Liu Xiaochuan being its Chairman. The Committee shall review and make recommendations in respect of
the Directors' remuneration and beneﬁts packages, including staff incentive and the appointment of them.
The Committee also shall make recommendations to the Directors’ Board on the allocation of incentive
payments to employees and the grant of options to directors and employees.
NOMINATION COMMITTEE
The Nomination Committee, chaired by Mr. Teo Kean Eek, currently comprises Mr. Liu Xiaochuan and Mr. David
Mace as committee members. The Nomination Committee shall lead the process of Board appointments and
make recommendations for new Board appointments. The purpose of the Nomination Committee is to establish
a formal, rigorous and transparent procedure for the appointment of new Directors to the Board.
INTERNEL CONTROL
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The Board shall be responsible for ensuring that the Company maintains a sound system of internal control to
safeguard the Company’s assets and take reasonable, but not absolute assurance to detect and prevent any
material misstatement or loss. The ﬁve executive Directors shall hold key operational positions in the company
and daily operational decisions. The Company’s system of internal control includes, but is not limited to:
·

the Board, which now includes ﬁve executive Directors and three non-executive Directors, shall have

overall responsibility for the decision making in the Company;
· an annual budgeting process with regular re-forecasting of results, identifying key risks and opportunities;
· the Directors shall have put in place an organizational structure with clearly deﬁned lines of responsibility
and delegation of authority;
· the Company’s management shall have a clear responsibility for identifying risks facing the business and for
putting in place procedures to mitigate and monitor those risks; and
· there shall be clearly deﬁned control policies and procedures for all transactions including appropriate
authorization levels.

Corporate Governance

In view of the company’s speciﬁc factors including the scale, diversity, complexity, the number of employees
as well as cost/beneﬁt considerations, the Board intends to establish the internal audit department in the
second half of 2008.

RELATIONS WITH SHAREHOLDERS
The executive Directors shall meet the Company’s institutional investors after the announcement of interim
and ﬁnal results and at other times as appropriate. Shareholders who attend the Annual General Meeting
(“AGM”) shall be invited to query, and the directors attend the AGM shall be available to answer questions
relating to the Annual Report and Financial Accounts at the AGM. The Company maintains a website and
expects it to grow into a medium for communication with individual shareholders.
GOING CONCERN
On the basis of current ﬁnancial projections and facilities available, the Directors have a reasonable
expectation that the Group will have adequate resources to operate in the foreseeable future and thereby they
consider that it is appropriate to adopt the going concern basis in preparing the ﬁnancial statements.

Liu Xiaochuan
Chairman, Non-Executive Director
12 June, 2008

25

Report and Financial Statments for
the Period Ended 31 March 2008

Independent Auditors’ Report
To the shareholders of BlueStar SecuTech, Inc.
We have audited the ﬁnancial statements of BlueStar SecuTech, Inc. for the period ended 31 March 2008
which comprises the consolidated and parent company income statement, the consolidated and parent
company balance sheets, the consolidated and parent company cash ﬂows statement, the consolidated
and parent company statement of changes in equity and the related notes 1 to 29. These ﬁnancial
statements have been prepared under the accounting policies set out therein.
This report is made solely to the Company's members, as a body. Our audit work has been undertaken
so that we might state to the company's members those matters we are required to state to them in an
auditors' report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the Company's members as a body, for our
audit work, for this report, or for the opinions we have formed.
Respective responsibilities of directors and auditors
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As described in the statement of directors’ responsibilities, the Company’s directors are responsible for
the preparation of the ﬁnancial statements in accordance with applicable law and International Financial
Reporting Standards (“IFRS”).
Our responsibility is to audit the ﬁnancial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).
We report to you our opinion as to whether the ﬁnancial statements give a true and fair view and are
properly prepared in accordance with BVI Business Companies Act, 2004. We also report to you if, in
our opinion, the company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information speciﬁed by law regarding
directors’ remuneration and transactions with the company and other members of the group is not
disclosed
We read the other information contained within the Annual Report and consider whether it is consistent
with the audited ﬁnancial statements. We consider the implications for our report if we become aware
of any apparent misstatements or material inconsistencies with the ﬁnancial statements.
responsibilities do not extend to any other information

Our

www.bstar.com.cn

Independent Auditors’ Report
Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the ﬁnancial statements. It also includes an assessment of the
signiﬁcant estimates and judgements made by the directors in the preparation of the ﬁnancial
statements and of whether the accounting policies are appropriate to the circumstances of the company
and the group, consistently applied and adequately disclosed.
We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufﬁcient evidence to give reasonable assurance that
the ﬁnancial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion, we also evaluated the overall adequacy of the presentation
of information in the ﬁnancial statements.
Opinion
In our opinion:
- the ﬁnancial statements give a true and fair view, in accordance with IFRSs as adopted by the EU, of the
state of affairs of the Company and of the Group as at 31 March 2008, and of the Group’s results for the
period then ended; and
- the ﬁnancial statements have been properly prepared in accordance with the BVI Business Companies
Act, 2004.

Mazars LLP
Chartered Accountants
Tower Bridge House
St Katharine’s Way
London
E1W 1DD
30 May 2008
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