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Head Office and Principal Place of Business in

Hong Kong

22/F, W Square,

314-324 Hennessy Road
Wanchai

Hong Kong

Tel: (852) 3523 1116
email: adm@mayer.com.hk

Share Listing and Stock Code

The Stock Exchange of Hong Kong Limited
Stock Code: 1116

Corporate Website

www.mayer.com.hk

Auditors
Crowe Horwath (HK) CPA Limited

Principal Share Registrar and Transfer Office

Butterfield Bank (Cayman) Limited
P.O. Box 705

Butterfield House

68 Fort Street

Cayman Islands

British West Indies

Hong Kong Branch Share Registrar and Transfer

Office

Computershare Hong Kong Investor Services Limited

17th Floor
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Hong Kong
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Five Year Financial Summary

EFEHMBERE

Consolidated Income Statement Gmekar

Year ended 31 December
BE+-A=1+—-HLFE

2006 2007 2008 2009 2010
ZEREXRF ZTTEF ZTTNE TTNF ZE-ZF
RMB’ 000 RMB’ 000 RMB' 000 RMB'000 RMB’ 000
TrARE TFrAR® TFTrAR®E FTrARE TFrARH
Continuing operations: ~ FELE £
Turnover BER 944,622 1,253,230 663,216 427,255 546,958
Profit/(loss) before taxation  BR L ATEF],/ (E518) 16,072 8,309 (8,260) (1,174) (102)
Income tax Frig®t (2,426) (3,106) (7,312) (3,139) (260)
Profit/(loss) from FECEEH
continuing operations & F/ (E18) 13,646 5,203 (15,572) (4,313) (362)
Discontinued operations: B & 1L #7 :
Profit/(loss) from BERIE¥EB
discontinued SwA,
operations (E18) (2,203) 11,708 26,120 5,584 17,322
Profit for the year E WA 11,443 16,911 10,548 1,271 16,960
Attributable to: JEqh -
Owners of the RNE)ER
Company & 12,042 13,802 7,222 (510) 13,739
Non-controlling Interests R (599) 3,109 3,326 1,781 3,221
11,443 16,911 10,548 1,271 16,960
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Five Year Financial Summary

EFFEFHMBEHRE

Consolidated Statement of Financial Position GERMBERRE

At 31 December

R+=—H=+-H
2006 2007 2008 2009 2010
“ETRFE ZETEF ZEENF —TENF ZE-EE

RMB’ 000 RMB’ 000 RMB'’ 000 RMB'000  RMB’000
TEAR® FTREARE FTTARE TAR® TrAR®

Non-current assets FEMEEE 221,900 317,668 358,691 353,381 244,649
Current assets TREEE 690,068 695,539 305,252 344,346 337,839
Current liabilities TEAE (521,344) (640,248) (192,675) (208,684) (159,181)
Non-current liabilities FEREBEE (28,832) - (112,647) (130,831) -
361,792 372,959 358,621 358,212 423,307
Share capital & 50,480 59,460 59,460 59,460 69,306
Share premium WA 4 (B
and reserves K 203,866 245,143 237,376 236,050 289,384
Proposed final dividend R AR EIR B 9,600 11,520 - - -
Non-controlling interests FEE R 97,846 56,836 61,785 62,702 64,617
361,792 372,959 358,621 358,212 423,307
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Chairman’s Statement

ETR®BE

Dear fellow shareholders,

I am pleased to announce the audited results of Mayer Holdings Limited
(“Mayer” or the “Company”) and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2010 (the “Year").

Highlights for the year ended 31 December 2010:

e Group Revenues from continuing operations and discontinued
operation were RMB551,219,000

e Profit from continuing operations and discontinued operation was
RMB28,104,000

e Profit attributable to owners of the Company was
RMB13,739,000

e Earnings per share was RMB2.30 cents

Review of Results

For the year ended 31 December 2010, the Group reported
consolidated turnover of approximately RMB546,958,000 from
continuing operations representing increase of 28.0% over last year.
Gross profit margin from continuing operations was 7.7% compared
to last year's 9.8%. Profit attributable to owners of the Company was
approximately RMB 13,739,000, compared with last year's net loss of
approximately RMB510,000. Loss and earnings per share for the year
from continuing operations and discontinued operation was RMB0.6
cents and RMB2.90 cents versus last year's loss and earnings per share
of RMB1.06 cents and RMBO0.97 cents respectively.

Dividend

The directors do not recommend the payment of any dividend for the
year ended 31 December 2010 (2009: RMB NIL).

Business Review

The national economy of the PRC is continually impacted by the general
expectation to see further aggressive Chinese government tightening
measures. The overall prices of steel products has been rose and
dropped subsequently in mid 2010, causing difficulties to the steel
business segment. During the year, management took measures under
the steel business segment and immediately reduced costs, enhanced
efficiency and adjusted its marketing strategy for the purpose of easing
the current operation pressure.

G

BAIRER

AARABHEEERARAR ([ EE )5
[ARA)) REMBAT (G AEE) &
E-F-FET-A=St—BLEER(A
FE)) ISEREGE -

HE-_T-—ZTF+-_A=+—BLEEZ

EERMBIE:

e AEBREFBECEEBREILES
#7527 W 353#551,219,0007T A R

s MERMBLEEBREIEEEBLR
F3£28,104,0007T A R

o KNFEHERAFEERETA13,739,0007T
AR

o HRAEFNA2309 AR

¥EMORE

AEBREBEE_T—ZTF+A=+—
HEFERERFBELCEEB ZGRAEE
R 4)3£546,958,0000C A R ¥ - & £ F i
MN28.0% - REFELEEB 2 EFNE A
77%  MEFLEI8% - NATIHEHE AME
& A4 513,739,000t AR » EFAF
E1849510,0007t AR - REFERBIFE
KEEBRERIICEEB 2 EREBEEBR
AR5 B B0.6D ARKEK290H0 AR
EEHAERERE1.060 AR KR0.979 A

Hﬁ /%\
EETRERBE-T-TFE+ A=+
BUFEREEARE (ZBTAF BT
ARK) -

£ e) -
TEEELBESEBRBIEHDEBNZ
SRERGE S MBATE - WM ERZ
EREER-—ELA HER-_Z-TFH
T M EBOBRNHEE - FA - B
12 FE St 4T $ A1 K75 0 REERERFE B 0 YL BB
BEITRERA - BAMERBRETISHERE
RS - BRORBRBIG LR -
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Chairman’s Statement

Since the third quarter of 2010, the overall prices of steel products in the
domestic market fluctuated upwards, the industrial output saw signs of
recovery and has begun to revive. The Group’s steel business segment
is on a stable recovery track, and successfully improved its performance
recorded earnings for the year 2010.

The Group still focused on developing the emerging markets. In 2010,
based on the actual situation, the Company increased the supply of
its products and strengthened its management, so as to tackle the
changes in operating environment. In anticipation of a tough economic
environment, the Chinese government took pre-emptive measures and
aimed to kept steady market growth, the Mainland is still represent a
huge market with plentiful opportunities. We also seek opportunities on
a globally prospective and ensure our product portfolio will suit market
demands.

The Group's steel business segment has recorded a segment profit
of RMB12,084,000 for the year. During the year, the Group sold
approximately 117,869 tonnes of steel products, representing 59.8%
increased from approximately 73,745 tonnes for the last year. The
average selling price of the Group’s steel products during the year is
stable compared with that of the last year.

Rental income from property investment was approximately
RMB4,261,000 for the year, the property investment was discontinued
from September 2010.

Outlook

Looking ahead in 2011, the imbalance between demand and supply
in the steel and metal sector will continue and the price trends of steel
and metal products will still remain strong. In a short run, the global
economy was weaken by the concerns of weak global demand and
the impact of high oil prices. With the PRC’'s economy maintain a
rapid growth rate, still there will be a strong domestic demand for our
products.

Along with the global economy is likely to be affected by the weaken
U.S. dollar against other currencies. While the undercurrent running
through the PRC economic is rising inflation. We expect that the
unstable in operating costs, oil prices and interest rate will continue,
and the increasingly intense market competition will present more
challenges to the Group’s operations.
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Chairman’s Statement

ETR®BE

Now the Group has entered into the commaodity sector, through the
trading of non-ferrous metals and other mineral resources worldwide.
The management believes that the macroeconomic environment
will be supportive for commodities. However, the high oil prices will
endangering the economic scenario and the market, this situation is
unlikely to ease in coming year.

As the general expectation, PRC economic growth will benefit from
strong domestic consumption and the growth is likely to close at 10%,
which is higher than the 8% growth targets set by the PRC government.
The Group is determined to capitalise these opportunities arising from
the growth of the PRC, together with the growth in other Asian region.
The Group will continue to seek new investment opportunities in stakes
in potential growth and balanced return.

The Group’s management is confident that the Group will fully
capitalise its extensive experience in cost management and achieve
greater cost effectiveness, strengthen high value-added products’
innovation and achieve customer satisfaction excellence. The Group is
welcome to every investment opportunities which are beneficial to our
long term development, with an aim to generate the best return from
investments and generate the best returns to our investors.

Appreciation

The Company would like to express its sincere gratitude to the
shareholders, banks, business partners, and people from various social
communities, as well as all staff of the Group for their long-time
support.

By Order of the Board

Hsiao Ming-chih
Chairman

Hong Kong, 28 March 2011

AEERBEEEREZECEBREM
BEERESEABmME - BEBMRE -
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AEEZEREREAEESZAERK
AEB WERR  ERERZNAYE
RASKEERZEAERRERERMEE
AEEBIEEENANREEREERZ
REKSE  RIREMREERERERR -
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Management Discussion and Analysis

Review of Results

For the year ended 31 December 2010, the Group reported
consolidated turnover of approximately RMB546,958,000 from
continuing operations representing increase of 28.0% over last year.
Gross profit margin from continuing operations was 7.7% compared
to last year's 9.8%. Profit attributable to owners of the Company was
approximately RMB 13,739,000, compared with last year’s net loss of
approximately RMB510,000. Loss and earnings per share for the year
from continuing operations and discontinued operation was RMBO0.6
cents and RMB2.90 cents versus last year’s loss and earnings per share
of RMB1.06 cents and RMB0.97 cents respectively.

Major Business Activities

(a) Proposed acquisition of Maxipetrol Hong Kong Limited

On 26 November 2009, the Company entered into a sale and
purchase agreement with various vendors which are third parties
independent of the Company and of the Group. Pursuant to the
agreement, the vendors have conditionally agreed to sell and the
Company has conditionally agreed to purchase 1,000 shares of
Maxipetrol Hong Kong Limited (“Maxipetrol HK"), representing
the entire issued share capital of Maxipetrol HK at an aggregate
consideration of HK$1,264,000,000 (equivalent to approximately
RMB1,112,699,000) which will be satisfied by the Group at
completion (i) as to HK$400,000,000 (equivalent to approximately
RMB352,120,000) by the issue of 3-years promissory notes;
(ii) as to HK$600,000,000 (equivalent to approximately
RMB528,180,000) by the issue of 5-years convertible notes,
bearing interest at a rate of 1% per annum; and (iii) as to
HK$264,000,000 (equivalent to approximately RMB232,399,000)
by the issue of 8-years convertible notes, bearing interest at a rate
of 2% per annum. Maxipetrol HK will be principally engaged in
petroleum production in Argentina. On the same date, the board
of directors also proposed to increase the Company’s authorised
share capital from HK$200,000,000 (equivalent to approximately
RMB195,662,000) divided into 2,000,000,000 ordinary shares to
HK$300,000,000 (equivalent to approximately RMB283,692,000)
divided into 3,000,000,000 ordinary shares by the creation of an
additional 1,000,000,000 unissued ordinary shares.

EnERBERALA 2010 F =&

EEERNWEDN

HEERE
REBREBE-ZE—ZTF+=_A=+—
BLEFERAFBELCEERIRAEE
B #)3£546,958,0007T A R - B L F i
M28.0% - REIFBERLEEB 2 EFEAR
7.7% @ MEFAEI.8% - NATHEA AME
54 513,739,000 AREE - £F A%
E51849510,0007t AR - RFFERBIHE
MEEBRERIEEEEBZEREBER
BF DB A0.6H AR K2.905 AR -
EFAABFREER.060 AR K0.975 A
R -

FTEFETH

(a) EZEUWEMaxipetrol Hong Kong
Limited
“ZEEAFE+ A -+EARQA
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il 22 BB 614 #0 [ & B8 AMaxipetrol
Hong Kong Limited ([ Maxipetrol HK )
Z1,000H§%@(EHMaxipetrol HKZE 3
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B (BE 71 112,699,0007T A &
%) Hv}EE$%IE/\\\EWM—F§|J7?E§§
F ¢ () EF 400,000,000 7 (FHE LY
352,120,0007T A R HE) LAZE 1734 B
HEZEE A AT 5 (i) 600,000,0007%8 7T
(& 7 49528,180,0007T A R HE) LA 3
TS B R E R (RFE R1%H2)
FH A ¢ Kii) 264,000,000 7t (48
B 52 #232,399,0007T A R ) LAE£178
FHIRT MR TR (RFE2%5HE) F R
S fF > Maxipetrol HK#& F Z R PIIRiE
WERBEE-RBE EZTGXNER
3818 :%1,000,000,0000% & 217 & B
B BAR T/ja'EHxZ-KEHZOO,OOO,OOO
oo (M & M #195,662,0007T A
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Management Discussion and Analysis
EEENREDM

(b)

The acquisition constituted, under the Listing Rules, a very
substantial acquisition of the Company.

On 31 December 2010, being the long stop date for fulfillment
of the conditions precedent of the sale and purchase agreement,
the directors of the Company decided not to extend the long stop
date and to terminate the acquisition due to certain conditions
precedent of the sale and purchase agreement had not been
fulfilled or waived on 31 December 2010. Accordingly, the
sale and purchase agreement became null and void and the
Company’s obligations to purchase the shares in Maxipetrol HK
lapsed on 31 December 2010.

Disposal of Vietham Mayer

On 21 January 2010, Guangzhou Mayer entered into a sale and
purchase agreement with purchaser which is Taiwan Mayer.
Pursuant to the agreement, Guangzhou Mayer has agreed to sell
and the purchaser has agreed to purchase 2,000,000 shares of
Vietnam Mayer, representing the Group's all effective interest in
Vietnam Mayer, at an aggregate consideration of USD2,100,000
(equivalent to approximately RMB13,864,000), which will be
satisfied in cash.

The disposal constituted, under the Listing Rules, a discloseable
and connected transaction of the Company, the details of which
were set out in the circular issued by the Company on 11 February
2010. The disposal had been approved in the extraordinary
general meeting of the independent shareholders held on 25
March 2010. As at 31 December 2010, the directors of the
Company consider Vietnam Mayer is not immediately available
for sale until obtain approval from the relevant government
authorities and the disposal has not completed up to 28 March
2011 due to the processing of relevant transfer and registration

procedures by the Group.

(b)

RIELTRE WBBERAREZIE
FEAMESIE -

RZZT—ZF+=A=+—8 ' BEX
BEEmEEAGH 2 &BEILRE -
ERAEE= o R = N SU RN Y
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®AAREBEFAETHERKEH
IR REIENE Al - ZEE R
k@ BAYERS + A2 R B B Maxipetrol
HKIR 2 EETIR T —ZF+ A
=+t—HEXX-

HEMBEED
R-E—FTF—-—A-+—H BM=E
TREFZEEXTENEERZ - B
i BNESRELERERR
E 18 E B = 55 22,000,000 & 1%
(BASEEREMERZMAEERE
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Management Discussion and Analysis
EEENWE DN

(0 HRELEMEXD

(c) Deemed disposal of Vietham Mayer

On 5 November 2010, Guangzhou Mayer entered into an
agreement with Taiwan Mayer, a shareholder who holds
30% equity interests in Vietnam Mayer, and Winner Industrial
Corporation (“Winner Industrial”), a shareholder who holds 20%
equity interests in Vietnam Mayer, in relation to the increase in
charter capital of USD2,700,000 (equivalent to approximately
RMB17,825,000) in Vietnam Mayer (“VM Capital Increase”) from
UsSD4,000,000 (equivalent to approximately RMB26,408,000) to
USD6,700,000 (equivalent to approximately RMB44,233,000).
Pursuant to the agreement, the whole amount of VM Capital
Increase will be contributed in form of cash by Taiwan Mayer only.

In the meanwhile, Winner Industrial will dispose the entire 20%
equity interests in Vietnam Mayer to Taiwan Mayer according to
the sale and purchase agreement entered into by Winner Industrial
and Taiwan Mayer on 14 October 2010. Upon completion of the
share transfer from Winner Industrial to Taiwan Mayer and the
VM Capital Increase, the equity interests in Vietnam Mayer held by
Guangzhou Mayer will be decreased from 50% to 29.85% and
the Group's effective interest in Vietnam Mayer will be decreased
from 40.7% to 24.3% and Taiwan Mayer will hold 70.15% equity
interests in Vietnam Mayer. Consequently, the Group will lose
control in the board of directors of Vietnam Mayer and hence lose
the power to control the strategic financial and operating policies
of Vietham Mayer. As a result, Vietnam Mayer will cease to be a
subsidiary of the Company. These events constituted, under the
Listing Rules, a discloseable and connected transaction of the
Company and was approved in the extraordinary general meeting
of the independent shareholders held on 3 December 2010. The
transaction was completed subsequent to the end of the reporting
period on 11 February 2011.

Upon completion, the assets, liabilities and the non-controlling
interests in Vietnam Mayer would be derecognised whereas the
24.3% equity interests retained in Vietnam Mayer would be
recognised as available-for-sale financial assets as the directors
of the Company consider Vietnam Mayer will be controlled by
Taiwan Mayer and the Group is unable to exercise significant
influence over Vietnam Mayer, with the resulting difference
recognised as a gain or loss in profit or loss by the Group.

EHnEREBERLA 2010 F =R

RZE—ZF+—AFEA BMNED
HAEXD (FFAMMEEE30%KRIES
%) & Winner Industrial Corporation
([Winner Industrial] » B xR
20% B2 BRE) FI L BE - WA B
#3520 2 5 & 7R3 HN02,700,000
%0 (FHE R #917,825,0007T A R )
([Mim3EEEE]) - #4,000,000% 7T
(F8& M 4926,408,0007T A R #E) 2 =
6,700,000 7t (18 & 7 4944,233,000
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BB EEEERRS N -

B - AB#EWinner Industrialf2 & &
DRZE—Z2F+A+NUATTIYZEE
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(d)

(e)

Because the deemed disposal of Vietnam Mayer was effected
shortly before the date of approval of these financial statements,
it is not practicable to disclose further details about the deemed
disposal.

Disposal of investment property in Taiwan

On 19 May 2010, the Group'’s subsidiary, Mei Kong has entered
a sales and purchase agreement (“S&P"”) with China Life for the
disposal of the investment property located in Taiwan held by Mei
Kong. Details of the S&P are set out in the Company’s Circular
dated 18 June 2010.

On 13 August 2010, the Group entered into a disposal agreement
with Taiwan Mayer in relation to the disposal of the Group’s 100%
equity interests in Mei Kong to Taiwan Mayer at a consideration of
NTD260,474,000 (equivalent to approximately RMB55,481,000).
On 27 September 2010, the registration procedures on the
transfer of shares were completed and a loss on disposal of the
subsidiary of RMB12,006,000 was recorded by the Group. Details
of the Disposal of Mei Kong are set out in the Company’s Circular
dated 8 September 2010.

Issue of warrants and issue of shares on exercise of
warrants

On 12 July 2010, the Company entered into a warrant subscription
agreement (“Warrant Subscription Agreement”) with Valley Park
Global Corporation (the “Subscriber”), a company incorporated
in British Virgin Islands with limited liability and an independent
third party to the Group. Pursuant to the Warrant Subscription
Agreement, the Company has issued 115,200,000 non-listed
warrants at an issue price of HK$0.01, each of which carries the
right to subscribe for one new ordinary share of the Company
of HK$0.10 at the warrant exercise price of HK$0.54. The
subscription rights attaching to the warrants may be exercised
at any time during a period of 12 months commencing from the
date immediately after the date of issue of the warrants on 12 July
2010.

On 27 October 2010, the Subscriber fully exercised the warrants
to subscribe for 115,200,000 ordinary shares in the Company at
a consideration of HKD62,208,000 (equivalent to approximately
RMB53,169,000).
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(f) Formation of Joint Venture

(i)

(i)

On 15 September 2010, the Company entered into a joint
venture agreement with Taiwan Mayer, pursuant to which
the Company pay USD999,999 (equivalent to approximately
RMB6,621,000) for subscription of 49.99% equity interests
in Glory World whereas Taiwan Mayer pay USD1,000,000
(equivalent to approximately RMB6,621,000) for subscription
of 50% equity interests in Glory World.

Capital increase in a jointly controlled entity

On 28 January 2011, the Company entered into a capital
increase agreement (the “Capital Increase Agreement”)
with Taiwan Mayer pursuant to which the share capital of
Glory World is increased from USD2,000,000 (equivalent
to approximately RMB13,242,000) to USD50,000,000
(equivalent to approximately RMB331,072,000). Pursuant
to the Capital Increase Agreement, the Company and
Taiwan Mayer agree to make further capital contribution
on a non pro-rata basis of USD19,000,000 (equivalent to
approximately RMB125,808,000) and of USD29,000,000
(equivalent to RMB192,022,000) respectively. The details of
the Capital Increase Agreement are set out in the Company’s
Circular dated 16 March 2011.

The capital injection constituted, under the Listing Rules, a
major and connected transaction of the Company and is
subject to the approval in the extraordinary general meeting
of the independent shareholders to be held on 31 March
2011.

(g) Proposed acquisition of Yield Rise Limited

On 15 October 2010, the Company entered into a memorandum
of understanding (“MOU") with Make Success Limited (“Make
Success”) in relation to a proposed acquisition of the entire issued

share capital of Yield Rise Limited (“Yield Rise”) at a consideration

to be determined based on a valuation report to be issued by an

independent valuer appointed by the Company or such other basis

as agreed between the Company and Make Success.

EDERAERLDA

2010 4 7R

() RUEGELEEE

@)

(ii)

RZZE—ZFNLA+THA &R
R/ EXTEIVZIBE B
gt - AR B X 11999,999% 7T (*H
B 496,621,000 A R )
f&Glory World.249.99% & & - ﬁ'ﬁ
& /%% 25 Al £ 141,000,000% 7T
(FHE 72 476,621,000 ARE) -
FREEGlory World 2 50% % ## °

AREMERE
BA: s ——F— A=+ N8
$ Eﬁié\,‘%%ﬁJﬂgé%

(Fi'a‘éib%u D) ¥t Glory
Worle%ZJS f12,000,0003 7T
CiEh- ﬁ132420007*z}\Eﬁ%>
3 250,000,000% 7T (A8 & R4
331,072,0007C A R #) - *E%Fia
Bz ARAIREEETSRE
7 BIAR % 7N ¥ b 1)y B
F A &R A EE19,000,0003%
7t (FHE 7 49125,808,0007C A &
i) [229,000,000% 7T (M8 R4
192,022,0007T A R #&) - 18 &
FHABHRARRBH AT
——F =R+ NAZRK

R EWRA - FEFEBXA
RAEZEBLAERS BHR

—E-——F=ZA=+—H&8172
% BRF Bl K & M 8 ST I ER L o

(9) BEBRWEERARAF

5\77

TE+ATHAE - ARREE

RARRE ([EK]D R Emek ([H

TER])

NERBRZRRESRAR

AT (B BTRA - RELER

BARBREB 2B

HER K TEX

ZEERE (HBHARARERFAEZ
HpEHE) MET °

13



o

Management Discussion and Analysis

EERERWEDN

Yield Rise is a company incorporated in British Virgin Islands with
limited liability and is principally engaged in investment holding.
As at 31 December 2010, Yield Rise held 87.5% equity interests
in Best Wonder Holdings Limited (“Best Wonder”), which in turn
held 100% equity interests in Good Wishes Investment Limited
("Good Wishes”). Good Wishes in turn held 80% equity interests
in Dan Tien Port Development Joint Venture Company Limited
(“Dan Tien"). Dan Tien is a foreign invested limited liability
company established in Vietnam and is principally engaged in the
development of property, port and logistic business in Vietnam.

On 8 November 2010, the Company and Make Success entered
into a sale and purchase agreement. Details of the acquisition
are set out in the Company’s announcement dated 12 November
2010.

Production and Sales

The revenue from indirect export sales of steel products in the PRC
and Vietnam during the year was approximately RMB370,261,000,
representing an increase of approximately 16.4% compared with
approximately RMB318,090,000 for the last year. The market for
indirect export sales in the PRC continued to be the core market for the
Group's steel segment.

The revenue from domestic sales of steel products in the PRC and
Vietnam during the year was approximately RMB164,508,000,
representing an increase of approximately 70.1% compared with
approximately RMB96,730,000 for the last year.

The revenue from direct export sales of steel products outside the
PRC and Vietnam during the year was approximately RMB4,228,000,
representing an increase of approximately 18.4% while it was
approximately RMB3,572,000 for the last year.

Rental income and consultancy fee income from aircrafts leasing
during the year was approximately RMB7,961,000 and RMB339,000
respectively compared with approximately RMB8,033,000 and
RMB356,000 respectively for the last year and which represented a
stable stream of income for the Group.
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Rental income from property investment was approximately
RMB4,261,000 for the year, the property investment segment was
discontinued from September 2010.

Gross Profit

The Group recorded a gross profit for continuing operations of
approximately RMB42,268,000 for the year, with a gross profit
margin of approximately 7.7%, compared with the gross profit
of approximately RMB41,839,000 and a gross profit margin of
approximately 9.8% for the last year.

This was mainly attributable to the average growth rate of the
purchasing costs of raw materials, which was higher than that of the
selling prices of our products for the year of 2010.

Operating Expenses

The total operating expenses of continuing operations of the Group for
the year were approximately RMB53,694,000, of which approximately
RMB9,901,000 in distribution costs, RMB43,369,000 in administrative
expenses and RMB424,000 in other operating expenses, accounting
for approximately 1.8%,
while the amounts for the last year were approximately RMB7,738,000,
RMB35,262,000, and RMB3,286,000 respectively, accounting for
approximately 1.8%,

7.9%, and 0.078% of turnover respectively

8.3%, and 0.77% respectively.

Finance Costs

During the year, the Group’s continuing operations incurred
approximately RMB2,802,000 in finance costs, compared with
approximately RMB2,134,000 for the last year. The Group relied on
bank borrowings to finance its trading activities, the increase in finance
costs paid during the year was mainly due to the increase in interest
rates.

Financial Resources and Treasury Policies

The Group continues to adhere to prudent treasury policies. The Group
continued to insure against major receivables in order to lower the
risks of credit sales and to ensure that funds would be recovered on a
timely basis, hence fulfilling the requirements for debt repayments and
working capital commitments.
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As at 31 December 2010, the Group had bank deposits and cash
balances (including pledged bank deposits) of approximately
RMB111,811,000, of which bank deposits of approximately
RMB5,216,000 were pledged to secure financing facilities granted to
the Group and the Group's jointly controlled entities.

The Group had net current assets of approximately RMB178,658,000
as at 31 December 2010 as compared with RMB135,662,000 as at 31
December 2009. The current ratio (current assets divided by current
liabilities) changed to approximately 2.12 as at 31 December 2010 from
1.65 as at 31 December 2009.

The Group had a total of approximately RMB276,029,000 financing
facilities from banks were available as at 31 December 2010, of which
approximately RMB103,326,000, mainly denominated in US dollars
with fixed interest rates, had been drawn down to finance the Group's
working capital purposes, capital expenditures and for other acquisition
opportunities.

The gearing ratio (net debt divided by total capital) as at 31 December
2010 was approximately 2% while it was 37% as at 31 December
2009. Current portion of borrowings accounted for approximately 20%
and 22% of the total assets of the Group as at 31 December 2010 and
31 December 2009, respectively.

Cash Flow

For the year, the Group generated net cash inflow of RMB7,075,000
from its operating activities, as compared to net cash inflow of
approximately RMB3,792,000 for the last year. The increase in net cash
inflow from operating activities was primarily due to the decrease in the
trade and other receivables during the year.

Net cash inflow of approximately RMB116,751,000 was from
investing activities for the year, mainly resulted from the Group’s
sales of investment property. Net cash outflow of approximately
RMB109,384,000 was from financing activities, mainly resulted from
the Group's repayment of bank borrowings.
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Banks deposits and cash balances (including pledged bank deposits of
approximately RMB5,216,000) as at 31 December 2010 amounted to
approximately RMB111,811,000, mainly denominated in Renminbi, US
dollars, HK dollars and Vietnamese Dong.

Foreign Exchange Exposures

As most of the Group’s monetary assets and liabilities are denominated
in Renminbi, US dollars, HK dollars, Vietnamese Dong and New Taiwan
dollars and those currencies remained relatively stable during the year,
the Group was not exposed to any significant foreign exchange risk. In
general, it is the Group's policy for each operating entity to borrow in
local currencies, where necessary, to minimize currency risk.

Charge on Group Assets

As at 31 December 2010, bank deposits of approximately
RMB5,216,000 were pledged to banks for securing banking and
other financing facilities granted to the Group and the Group's jointly
controlled entities. These financing facilities had been utilised by the
jointly controlled entity to the extent of approximately RMB15,185,000
at the end of the reporting period.

Contingent Liabilities

During the current and prior years, the Company has given corporate
guarantees to certain banks in connection with banking facilities of
RMB43,048,000 (2009: RMB92,180,000) granted by the banks to the
subsidiaries. At 31 December 2010, the facilities drawn down by the
subsidiaries were RMB33,113,000 (2009: RMB47,798,000).

The Company is one of the entities covered by a cross guarantee
arrangement executed by the Company, its subsidiaries and jointly
controlled entities to a bank in respect of banking facilities of
RMB26,491,000 (2009: RMBNIl) granted to the Group and the jointly
controlled entities. Under the cross guarantee, the Group and the
jointly controlled entities are jointly and severally liable for all and any
of the borrowings from the bank which is the beneficiary of the cross
guarantee.
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The maximum liability of the Company at the end of the reporting
period under the corporate guarantees issued represents the amount
of the facilities drawn down by the subsidiaries of RMB33,113,000
(2009: RMB47,798,000). The maximum liability of the Group and of the
Company at the end of the reporting period under the cross guarantee
issued represents the amount of the facilities drawn down by the jointly
controlled entity of RMB15,185,000 (2009: RMBNIil). No recognition
was made because the fair value of the guarantees was insignificant
and that the directors did not consider it probable that a claim would
be made against the Group and the Company under the guarantees.

Apart from the above, the Company and the Group have no other
material contingent liabilities at both of the end of the reporting
periods.

Employment, Training and Development

As at 31 December 2010, the Group had total of 350 employees. Total
staff costs of continuing operations for the year ended 31 December
2010 were approximately RMB20,530,000, including retirement
benefits cost of approximately RMB2,357,000. Remuneration packages
of the Group are maintained at a competitive level to attract, retain and
motive employees and are reviewed on a periodic basis.

The Group always maintains good relation with its employees and is
committed to employee training and development on a regular basis to
maintain the quality of our products.

In addition, the Company has a share option scheme for the purpose of
providing incentives and rewards to eligible participants. No option has
been granted under the scheme since its adoption.
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Biographical Details of Directors

Executive Directors

Mr. Hsiao Ming-chih, aged 51, is redesignated as an executive director
and the chairman of the Company on 19 December 2008. Mr. Hsiao
holds a Bachelor degree in Commerce from the Accounting Faculty
of Tung Hai University. Mr. Hsiao is currently the general manager
of Taiwan Mayer, the director of Fullchamp Technologies Co., Ltd.
("Fullchamp™).

Mr. Lai Yueh-hsing, aged 53, is an executive director and is
responsible for the overall corporate strategy and planning of the
Group. He holds a Bachelor degree in Corporate Management
from Tamkang University. He was the general manager of Durban
Development Co., Limited.

Mr. Lo Haw, aged 48, is an executive director of the Company
responsible for the product development of the Group. He holds a
Master of Business Administration degree in 1992 from Bloomsbury
University of Pennsylvania. Mr. Lo has over 19 years of experience in
the steel pipe and sheet industry. Prior to his appointment as director
of Guangzhou Mayer Corp., Limited (“Guangzhou Mayer”) on 23
November 1995, Mr. Lo had worked as vice-chairman of Yungfa Steel
Corp., Limited. He is currently a director of a number of companies,
namely, Taiwan Mayer and Fukang Investments Holdings Company
Limited. Mr. Lo was awarded by the Guangzhou Municipal Government
as "Honorary Citizen”.

Mr. Lu Wen-yi, aged 60, graduated and received from the National
Chung Hsing University a Bachelor degree in Laws in 1973. Prior to his
appointment as director of the Company, Mr. Lu has over 25 years of
experience in real estate development and over 8 years of experience in
biotechnology industry. He is currently a CEO of High Sierra Biotech LLC.
and the general manager of &/ ZHEHEHR A E].

Mr. Cheng Dar-terng, aged 59, is an executive director of the
Company. Mr. Cheng obtained a Master degree in Business
Management from University of Dallas in the United States. He was
appointed as a director of Guangzhou Mayer on 23 November 1995. He
is currently a director of Taiwan Mayer.
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Mr. Chiang Jen-chin, aged 44, is an executive director of the Company
responsible for financial activities of the Group. He has over 20 years of
experience in the steel pipe and sheet industry. Mr. Chiang is currently
the manager to the general manager office and the manager of the
finance department of Taiwan Mayer.

Mr. Cheng Koon Cheung, aged 45, has years of experience and
possesses extensive knowledge in area of corporate planning and
market development. He is also familiar with sales and marketing
networks of coal industry. He was an executive Director of Dynamic
Energy Holdings Limited, a company listed on the Main Board of
the Stock Exchange, from May 2006 to April 2010. He was also an
independent non-executive Director of M Dream Inworld Limited, a
company listed on the Growth Enterprise Market in 2001-2003 and an
executive Director of China Golden Development Holdings Limited, a
company listed on the Main Board of the Stock Exchange in 2005-2006.

Non-executive Directors

Mr. Huang Chun-fa, aged 53, is a non-executive director of the
Company. Mr. Huang has held senior positions in various listed
companies in Taiwan and is currently the chairman of Durban
Development Company Limited, the chairman of Tze Shin International
Company Limited and the chairman of Taiwan Mayer.

Mr. Chan Kin Sang, aged 59, has been a practicing solicitor in Hong
Kong since 1982 and is currently the sole proprietor of Messrs. Peter
K.S. Chan & Co., Solicitors and Notaries. Mr. Chan was admitted as
a notary public in 1997 and a China-appointed attesting officer in
2000. He currently acts as independent non-executive Director of two
Singapore listed companies, namely People’s Food Holdings Limited
and Luxking Group Holdings Limited and acts as non-executive Director
of one Singapore listed company, Pan Hong Property Group Limited.
Mr. Chan also acts as independent non-executive Director of five other
Hong Kong listed companies, namely Combest Holdings Limited, China
Precious Metal Resources Holdings Co., Limited, International Taifeng
Holdings Limited, Pacific Plywood Holdings Limited and United Pacific
Industries Limited. He was formerly an independent non-executive
Director of New Smart Energy Group Limited, Plus Holdings Limited and
Dynamic Energy Holdings Limited, a Hong Kong listed company and
that of Sunray Holdings Limited, a Singapore listed company.
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Biographical Details of Directors

Mr. Chen Guoxiang, aged 55, graduated from Liaoning Technical
University in 1978 with a bachelor’s degree in mining technology. Mr.
Chen has 30 years extensive experiences in the field of mineral resources
exploration especially in coal industry. Mr. Chen has been working in
the Bureau Liaoning Fu Xin Mining Affairs (E 2 B ¥ /3) for more
than 20 years and he was also the secretary of the Bureau of Liaoning
Coal Mine Safety Supervision from 2002 to 2007. Mr. Chen is currently
the General Manager of EEZKIREEEL THRA

Mr. Li Degiang, aged 47, graduated from Chang Chun School of
Geology (K&EHEZ4Y) in 1983 with a diploma in geology and is the
qualified geological engineer. Mr. Li has 27 years extensive experiences
in geological and minerals resources exploration industry. Mr. Li is
currently the technician in the Bureau Geology and Minerals Resources
Exploration Liaoning Province.

Independent Non-executive Directors

Mr. Lin Sheng-bin, aged 46, is an independent non-executive director
of the Company. Mr. Lin holds a Master degree in Finance from National
Chung-Cheng University. He has worked as the section staff member,
commissioner, auditor and the supervisor of the Regulatory Commission
for Securities and Futures, under the Finance Ministry of Taiwan and
the supervisor of First Taiwan Securities Inc. He is currently the executive
vice president of Sinopac Securities Corp. and directors of Giga Trend
International Venture Investment Corp. and Gigawin International
Venture Investment Corp.

Mr. Huang Jui-hsiang, aged 50, is an independent non-executive
director of the Company. Mr. Huang obtained a Master degree in
Accountancy from National Chengchi University. He has over 17 years
of experience in the accounting field. He had worked as the assistant
manager in the audit services department of KPMG in Taiwan.

Mr. Alvin Chiu, aged 50, is an independent non-executive director
of the Company. Mr. Chiu graduated from the University of Southern
California in 1983 majoring in Economics. He has extensive commercial
and retail banking experience in the U.S. He had worked as the vice
president and branch manager of First Central Bank in Los Angeles,
California for eight years. Mr. Chiu is now the managing director of
Pacific Links Group Limited and Pacific Connections Group Limited. He
has experience in China trades, importation and wholesale industries.
He is also involved in the contract manufacturing, electronics and
original equipment manufacturing (“OEM") assembly business in
Greater China.
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Mr. Peter V.T. Nguyen, aged 67, is a senior counsel and was called
to the Bar in England by the Honourable Society of the Middle Temple
in 1970. He was the assistant crown counsel and crown counsel in the
Legal Department of Hong Kong during the period from August 1970
to November 1974 and was in private practice as a Barrister in Hong
Kong for approximately twenty years. Mr. Nguyen was appointed as
Director of Public Prosecutions in the Legal Department of Hong Kong
during the period from July 1994 to October 1997 and he was the first
and only Chinese to hold such position. Mr. Nguyen was appointed
as a Queen’s Counsel in 1995 and was the Judge of the Court of First
Instance of the High Court, Hong Kong from February 1998 to April
2009. Mr. Nguyen obtained the approval from the relevant department
of the Government of Hong Kong Special Administrative Region of the
People’s Republic of China for his appointment as an independent non-
executive Director of the Company.

Biographical Details of Directors
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Biographical Details of Senior Management
and Company Secretary
SREBABRAGIUMERRE

Senior Management

Mr. Shen Heng-chiang, aged 56 is the general manager of
Guangzhou Mayer responsible for the Group’s sales and marketing
activities. Mr. Shen graduated from the faculty of industrial
management in Tam Shui Institute of Business Administration College
in 1976. Mr. Shen has over 27 years of experience in the steel industry.
Prior to his appointment as the general manager of Guangzhou Mayer
on 23 November 1995, Mr. Shen had worked as general manager of
Yungfa Steel Corp., Limited. He is currently a committee member of the
Taiwan Investment Enterprise Association in Guangzhou and a senior
management staff of Taiwan Mayer.

Mr. Shen Chin-an, aged 49, is the deputy general manager of
Guangzhou Mayer responsible for sales activities. He holds a Bachelor
degree in Japanese language from SooChow University. Mr. Shen
joined the Group on 12 January 1999. Having ample experience in steel
industry, Mr. Shen had worked for Ta Fu Steel Industrial Co., Limited
and Shang Fu Steel Industrial Co., Limited.

Mr. Huang Yu-chi, aged 42, is the deputy general manager of
Guangzhou Mayer responsible for financial management in Guangzhou
Mayer. He is also the secretary to board of directors of Guangzhou
Mayer. He holds a bachelor degree in Industrial Engineering from Tung
Hai University. Prior to joining the Group on 5 September 1996, he had
worked as a senior officer of Taiwan Mayer.

Ms. Su Li-jung, aged 51, is the administration manager of Guangzhou
Mayer responsible for procurement activities. Ms. Su graduated from
the Faculty of Dance and Music of Chinese Culture University majoring
in dancing. Prior to joining the Group on 4 March 2003, she had worked
as the assistant manager of Nahuaou Co., Limited and manager of
Hong Kong International Insurance Agent.
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and Company Secretary

Biographical Details of Senior Management

EREBAERATAMBEER

Company Secretary

Mr. Chan Lai Yin Tommy, aged 39, is also the financial controller
and qualified accountant of the Group and a member of the senior
management of the Company. He is an associate member of the Hong
Kong Institute of Certified Public Accountants and a member of the
American Institute of Certified Public Accountants. Mr. Chan has over
18 years of experience in audit and accounting field. Prior to joining
the Company, he held the posts of financial controller and company
secretary of a listed company in Hong Kong.
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Report of the Directors

The directors present their annual report and the audited financial
statements of Mayer Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the year ended
31 December 2010.

Principal Activities and Geographical Analysis of
Operations

The principal activity of the Company is investment holding. The
activities of the subsidiaries are set out in note 16 to the financial
statements.

An analysis of the Group’s performance for the year by business and
geographical segments is set out in note 13 to the financial statements.

Results

The Group’s profit for the year ended 31 December 2010 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 51 to 55.

Summary Financial Information

A summary of the results and of the assets and liabilities of the Group
for the last five years is set out on pages 4 to 5.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 14 to the financial statements.

Share Capital

Details of movements in the Company’s share capital during the year
are set out in note 33 to the financial statements.
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Report of the Directors
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Reserves

Details of movements of the reserves of the Company and the Group
during the year are set out in note 33 to the financial statements and in
the consolidated statement of changes in equity, respectively.

Distributable reserves of the Company at 31 December 2010 amounted
to RMB256,201,000 (2009: RMB169,243,000).

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders of the Company.

Major Customers and Suppliers

The largest and the five largest customers accounted for 10% and 29%
of the Group’s total turnover for the year, respectively. The largest and
the five largest suppliers accounted for 69% and 83% of the Group’s
purchases for the year, respectively.

None of the directors, their associates or any shareholders of the
Company (which to the knowledge of the directors owns more than
5% of the Company’s share capital) had any interest in these major
customers and suppliers.

Share Option Scheme

The share option scheme was adopted on 24 May 2004 (the “Share
Option Scheme”) for the primary purpose of providing incentive and
to recognize the contribution of the eligible participants to the growth
of the Group and will expire on 24 May 2014. Under the Share Option
Scheme, the Board may grant options to eligible full time employees,
including any executive, non-executive and independent non-executive
directors, and consultants or advisers of the Company and/or any of its
subsidiaries.
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Report of the Directors

Share Option Scheme (Continued)

Up to 31 December 2010, no options have been granted since the
adoption of the Share Option Scheme. The total number of shares
in respect of which options may be granted under the Share Option
Scheme and any other option schemes is not permitted to exceed 30%
of the issued share capital of the Company from time to time, without
prior approval from the Company’s shareholders. The number of shares
in respect of which options may be granted to any individual in any
year is not permitted to exceed 1% of the issued share capital of the
Company, without prior approval from the Company’s shareholders.

Options may be exercised at any time from the date of grant to the 10
years of the date of grant. No minimum period for which an option
must be held is required. The exercise price, which is determined by the
Board, is the highest of: (i) the closing price per share on the date of
grant; (ii) the average closing price per share for the five business days
immediately preceding the date of grant; and (iii) the nominal value of
a share.

Purchase, Sale and Redemption of the
Company'’s Listed Securities

During the year, there was no purchase, sale or redemption by the
Company, or any of its subsidiaries, of the Company’s listed shares.
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Report of the Directors
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Directors

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

Executive directors

Mr. Hsiao Ming-chih

Mr. Lai Yueh-hsing

Mr. Lo Haw (resigned on 11/3/2011)

Mr. Cheng Dar-terng (resigned on 28/9/2010)

Mr. Chiang Jen-chin

Mr. Lu Wen-yi

Mr. Cheng Koon Cheung (Appointed on 14/6/2010)

Non-executive directors

Mr. Huang Chun-fa (resigned on 28/9/2010)
Mr. Chan Kin Sang (Appointed on 14/6/2010)
Mr. Chen Guoxiang (Appointed on 28/9/2010)
Mr. Li Degiang (Appointed on 28/9/2010)

Independent non-executive directors

Mr. Lin Sheng-bin

Mr. Huang Jui-hsiang

Mr. Alvin Chiu

Mr. Peter V.T. Nguyen (Appointed on 14/6/2010)

In accordance with article 112 of the Company’s Articles of Association,
each of Mr. Hsiao Ming-chih, Mr. Lai Yueh-hsing and Mr. Chiang Jen-
chin will retire by rotation at the forthcoming annual general meeting
and being eligible, will offer himself for re-election.

In accordance with article 95 of the Company Articles of Association,
each of Mr. Cheng Koon Cheung, Mr. Chan Kin Sang, Mr. Chen
Guoxiang, Mr. Li Degiang and Mr. Peter V. T. Nguyen will retire by
rotation at the forthcoming annual general meeting and being eligible,
will offer himself for re-election.

The Board expresses on behalf of the Company great appreciation and
gratitude to Mr. Cheng Dar-terng, Mr. Huang Chun-fa and Mr. Lo Haw

for their past contribution to the Group.

Biographical details of the directors of the Company are set out on
pages 19 to 22.
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Report of the Directors

Directors’ Service Contracts

Each of the executive directors has entered into a service agreement
with the Company for an initial term of one year commencing from
their respective dates of appointment and shall continue thereafter
from year to year until and unless terminated by either party by giving
to the other party not less than three months’ prior written notice.

Each of the non-executive directors and independent non-executive
directors has entered into a service agreement with the Company for
an initial term of one year commencing from their respective dates of
appointment and shall continue thereafter from year to year until and
unless terminated by either party by giving to the other party not less
than three months’ prior written notice.

Save as disclosed above, no directors proposed for re-election at the
forthcoming annual general meeting has a service agreement with the
Company which is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

The Company has received from each of its independent non-executive
directors an annual confirmation of his independence in 2010 pursuant
to Rule 3.13 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and as at the date of this report, the
Company still considers the independent non-executive directors to be
independent.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company and the
Group was entered into or existed during the year.

Directors’ Interests in Contracts
Saved as disclosed in note 36 to the financial statements, no director
had a material interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company or any
of its subsidiaries was a party during the year.
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Interests and Short Positions of the Directors and
Chief Executives of the Company

As at 31 December 2010, the interests and short positions of the
directors and chief executives of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Chapter 571 of the Laws of Hong Kong (the “SFO"))
which were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they have taken, or deemed to have taken under such
provisions), or which were required, pursuant to section 352 of the SFO,
to be entered in the register required to be kept therein, or which were
required pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies in the Listing Rules to be notified to the
Company and the Stock Exchange, were as follows:

Long positions in the share capital of Mayer Steel Pipe
Corporation (“Taiwan Mayer")

ARREBRFETHRAEZHE
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Approximate

Number of ordinary shares in Taiwan Mayer % of
AEETELEREE shareholding
Name of director Personal Family  Corporate Other Total FREA
EEgE fBA i3 AT Hts At Aot
Mr. Lo Haw 307,381 1,328 14,930,796 - 15,239,505 5.98%
BERE
Mr. Chiang Jen-chin 7,261 - - - 7,261 0.00%
Bk
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Report of the Directors

Interests and Short Positions of the Directors and
Chief Executives of the Company (Continued)

Long positions in the share capital of Guangzhou Mayer Corp.,
Ltd. ("Guangzhou Mayer")

Number of ordinary shares in Guangzhou Mayer

EERE
ARTEERTIETRABZR
HRAA ()

REMZERGERAA (EMERE] R
KZiFR

Approximate
% of total

EMNEZEEREE shareholding

Approximate

Name of director Personal Family Corporate Other #IFREMLD

EEHE A Rik AT Hity BatE

Mr. Lo Haw - - 12,800,000 - 6.40%
mEEAE

Save as disclosed above, as at 31 December 2010, none of the directors
or chief executives of the Company nor their respective associates, had
any interests and short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO), which would have to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
have taken, or deemed to have taken under such provisions), or which
were required, pursuant to section 352 of the SFO, to be entered in the
register required to be kept therein, or which were required pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies in the Listing Rules to be notified to the Company and the
Stock Exchange, and none of the directors or chief executives, or their
respective spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised any such
rights at any time during the year.
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Substantial Shareholders

So far as the directors of the Company are aware, the person/entity (not
being a director or a chief executive of the Company) who has interests
or short positions in the shares and underlying shares of the Company,
which would fall to be disclosed to the Company under the provisions

FERR

RARBEERA - THAL EEQLHE
ARREFHTIBITRAR) BAEREES
REREGBIEIVEBE2 X3P E 2 RE - A
RRBWERARR RN LB 212

of Divisions 2 and 3 of Part IV of the SFO, were as follows: WmIOKBIT
Long positions in the share capital of the Company RAEARBREZHER
Approximate
% of the
Company'’s
Name of Nature of Number of issued share
substantial shareholder Capacity interest shares capital
A E
S2RITREZ
FERRER 14 ERME RHEHE BHAEIHE
Taiwan Mayer (Note 1) Interest of controlled Corporate 200,000,000 28.94%
corporation
BExE (M) R HIME s s NG]
Mayer Corporation Development Beneficial owner Beneficial 200,000,000 28.94%
International Limited (Note 1)
Mayer Corporation Development
International Limited (#77%7) E=EBA o
Mr. Liu Qiong (Note 2) Interest of controlled Corporate 115,200,000 16.67%
corporation
238k & (K1772) REHIEE ER NG
Valley Park Global Corporation Beneficial owner Beneficial 115,200,000 16.67%
(Note 2)
Valley Park Global Corporation E=BAA B
(Hfst2)
Mr. Lee Kwok Leung (Note 3) Interest of controlled Corporate 66,860,000 9.67%
corporation
FERS A (HE3) R HIE s s NG
Capital Wealth Finance Company Beneficial owner Beneficial 37,984,000 5.50%

Limited (Note 3)
Capital Wealth Finance Company
Limited (#75£3)
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Report of the Directors

Substantial Shareholders (Continued)

Long positions in the share capital of the Company (Continued)

Notes:

1. Mayer Corporation Development International Limited is a wholly-owned
subsidiary of Taiwan Mayer. Taiwan Mayer is deemed to be interested in the
200,000,000 Shares held by Mayer Corporation Development International
Limited under the SFO.

2. Valley Park Global Corporation is wholly owned by Mr. Liu Qiong. Mr. Liu is
deemed to be interested in the 115,200,000 Shares held by Valley Park Global
Corporation.

3. Capital Wealth Finance Company Limited is wholly owned by Mr. Lee Kwok
Leung. Mr. Lee is deemed to be interested in the 37,984,000 Shares held by
Capital Wealth Finance Company Limited.

Save as disclosed above, as at 31 December 2010, the directors of
the Company are not aware of any other person/entity (not being a
director or a chief executive of the Company) who has interests or short
positions in the shares and underlying shares of the Company, which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part IV of the SFO, or who is directly or indirectly
interested in 10% or more of the shares of the Company or equity
interest in any member of the Group representing 10% or more of the
equity interest in such company.

Directors’ Right to Acquire Shares

At no time during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company granted to
any directors, supervisors or their respective spouse or minor children,
or were any such rights exercised by them; or was the Company, or any
of its subsidiaries a party to any arrangement to enable the directors to
acquire such rights in any other body corporate.
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Connected Transactions

Certain related party transactions as disclosed in note 36 to the financial
statements also constituted connected transactions under the Listing
Rules, required to be disclosed in accordance with Chapter 14A of the
Listing Rules. The following transactions between certain connected

parties (as defined in the Listing Rules) and the Company have been
entered into and/or are ongoing for which relevant announcements,
if necessary, had been made by the Company in accordance with the
requirements of the Listing Rules.

)

ROC, a wholly-owned subsidiary of the Company, entered into
an aircraft lease agreement with Daily Air Corporation (“Daily
Air"), a related company in which Mr. Huang Chun-fa, a former
non-executive director of the Company and currently a director
of Taiwan Mayer, has beneficial interest, regarding the leasing of
four aircrafts and the provision of consultancy services, including
provision of qualified and experienced pilot and technician, by
ROC to Daily Air for a term of three years commencing from 1
May 2006 to 30 April 2008 in consideration of rental income,
ranged from USD23,000 to USD26,000 per month per aircraft,
and consultancy fee income, based on the actual cost of provision
of consultancy services and limited to USD20,000 per month.
On 6 May 2008, the lease agreement was extended to 7 July
2011 with rental income and consultancy fee income remain
unchanged. At the end of the reporting period, RMB4,393,000
(2009: RMB8,557,000) is due from this related company which
is unsecured, interest free and repayable within the next twelve
months from the end of the reporting period (note 23(e)).
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On 13 April 2007, Guangzhou Mayer, a 81.4% indirectly owned
subsidiary of the Company, entered into a raw material purchase
agreement with Taiwan Mayer for the acquisition of raw materials
from Taiwan Mayer for the period commencing from 1 April
2007 to 31 March 2010. The maximum amounts of raw material
purchase for the three years ended 31 March 2008, 2009 and
2010 were in the amounts of USD3,900,000 (equivalent to
approximately RMB30,100,000), USD4,300,000 (equivalent to
approximately RMB33,200,000) and USD4,700,000 (equivalent to
approximately RMB36,300,000), respectively.

On 22 May 2009, Guangzhou Mayer entered into a revised
raw material purchase agreement with Taiwan Mayer for the
period commencing from 1 July 2009 to 31 December 2011. The
maximum amount of raw material purchase for the six months
ended 31 December 2009 was of USD1,560,000 (equivalent to
approximately RMB10,723,000), and the two years ending 31
December 2010 and 2011 will be in the amounts of approximately
USD2,340,000 (equivalent to approximately RMB16,080,000) per
annum.

On the same date, Guangzhou Mayer entered into a finished
goods sales agreement with Taiwan Mayer for the sales of finished
goods to Taiwan Mayer for the period commencing from 1 July
2009 to 31 December 2011. The maximum amount of finished
goods sales for the six months ended 31 December 2009 was
of USD1,837,000 (equivalent to approximately RMB12,626,000)
and the two years ending 31 December 2010 and 2011 will be
in the amounts of approximately USD3,675,000 (equivalent to
approximately RMB25,261,000) and USD5,512,000 (equivalent
to approximately RMB37,878,000), respectively. The amounts of
transactions during the year are disclosed below.

During the year, Guangzhou Mayer has purchased raw
materials from Taiwan Mayer of approximately RMBNil (2009:
RMBS5,474,000) at terms similar to those charged to independent
third parties suppliers.

During the year, Guangzhou Mayer has sold finished goods
to Taiwan Mayer of approximately RMB1,010,000 (2009:
RMB1,578,000) at terms similar to those charged to independent
third parties customers.
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Connected Transactions (Continued)

3)

On 13 August 2010, the Group entered into a disposal agreement
with Taiwan Mayer in relation to the disposal of the Group’s 100%
equity interests in Mei Kong to Taiwan Mayer at a consideration of
NTD260,474,000 (equivalent to approximately RMB55,481,000).
On 27 September 2010, the registration procedures on the
transfer of shares were completed and a loss on disposal of the
subsidiary of RMB12,006,000 was recorded by the Group (see
note 35(a)).

Pursuant to the terms of the disposal agreement with Taiwan
Mayer, the Group agreed to indemnify Taiwan Mayer (i) all costs
and expenses incurred by Taiwan Mayer in connection with any
claim or action commenced at any time before or on the date of
the disposal agreement against the Group in relation to Mei Kong;
and (i) any due or undue guarantee, liability or tax liability at any
time before or on the date of the disposal agreement against the
Group in relation to Mei Kong. The warranty of Guarantee Income
(as detailed in note 31(a)) would be a liability to be retained and
borne by the Group as it is the undue guarantee incurred before
the date of disposal agreement against the Group in relation to
Mei Kong. Provision of RMBNil is recognised by the Group as at 31
December 2010 (see note 31(b)).

On 15 September 2010, the Company entered into the JV
Agreement with Taiwan Mayer, pursuant to which the Company
pay USD999,999 (equivalent to approximately RMB6,621,000) for
subscription of 49.99% equity interests in Glory World whereas
Taiwan Mayer pay USD1,000,000 (equivalent to approximately
RMB6,621,000) for subscription of 50% equity interests in Glory
World. The formation of the jointly controlled entity represented
a deemed disposal of 50% equity interests in Glory World and its

subsidiaries, Sinowise, Elternal Galaxy and Grace Capital. A loss on
deemed disposal of the subsidiaries of RMB67,000 was recorded
by the Group (see note 35(b)).
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Connected Transactions (Continued)

(5) The Company, certain subsidiaries and jointly controlled entities
executed a cross guarantee arrangement to a bank in respect
of banking facilities of RMB26,491,000 (2009: RMBNil) granted
to the Group and the jointly controlled entities. In addition, the
Company pledged a bank deposit of RMB5,216,000 (equivalent
to USD788,000) to the bank to secure the banking facilities
(see note 25). Under the guarantee, the Group and the jointly
controlled entities are jointly and severally liable for all and any of
the borrowings from the bank which is the beneficiary of the cross
guarantee (see note 39).

Senior Management and Company Secretary
Biographical details of the senior management and company secretary
of the Group are set out on pages 23 to 24.

Auditor

The financial statements have been audited by Crowe Horwath (HK)
CPA Limited (“Crowe Horwath"), who retire and, being eligible, offer
themselves for re-appointment.

By order of the Board

Hsiao Ming-chih

Chairman

Hong Kong, 28 March 2011
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The Company recognizes the importance of good corporate
governance to the Company’s healthy growth and has devoted
considerable efforts to identify and formalize the best corporate
governance practices appropriate to the needs of its business.

The Company’s corporate governance practices are based on the
principles (“Principles”) and the code provisions (“Code Provisions”)
as set out in the Code on Corporate Governance Practices ("CG
Code”) contained in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) (“Listing Rules”). The Company has complied with most of
the Code Provisions save for the Code Provisions on internal controls
which are to be implemented for accounting periods commencing on
or after 1 July 2005 pursuant to the CG Code and certain deviations
from the Code Provisions in respect of Code Provisions A.4.1 and A.4.2,
details of which are explained below. The Company periodically reviews
its corporate governance practices to ensure that these continue to
meet the requirements of the CG Code.

The Company wishes to highlight the importance of its board of
directors (“Board”) in ensuring effective leadership and control of the
Company and transparency and accountability of all operations.

The key corporate governance principles and practices of the Company
are summarised as follows:

Board of Directors

As at 31 December 2010, the Board consisted of six executive directors
and seven non-executive directors (of whom four are independent).

The independent non-executive directors are all experienced individuals
from a range of industries and geographies. Their mix of professional
skills and experience is an important element in the proper functioning
of the Board and in ensuring a high standard of objective debate and
overall input to the decision-making process. The Board has received
from each independent non-executive director a written confirmation
of their independence and has satisfied itself of such independence up
to the approval date of this report in accordance with the Listing Rules.
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Board of Directors (Continued)

The biographical details of the directors are provided on pages 19 to 22
of this report.

The Code Provision A.2.1 stipulated that the roles of chairman of the
Board (the “Chairman”) and chief executive officer should be separate
and should not be performed by the same individual. The division
of responsibilities between the Chairman and chief executive officer
should be clearly established and set out in writing.

Mr Hsiao Ming-chih has been both the Chairman and chief executive
officer of the Company. Given the Company’s current stage of
development, the Board considers that vesting the roles of Chairman
and chief executive officer in the same person facilitates the execution
of the Company'’s business strategies and maximizes effectiveness of its
operations. The Board shall nevertheless review the structure from time
to time and shall consider the appropriate adjustment should suitable
circumstance arise.

The Board at Work

The Board is accountable to shareholders for the activities and
performance of the group. It meets in person on a half-yearly basis and
on other occasions when a Board-level decision on a particular matter
is required. The Board has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
directors’ appointment, succession planning, risk management, major
acquisitions, disposals and capital transactions, and other significant
operational and financial matters.

The majority of Board meetings are scheduled to last one full day, with
directors receiving details of agenda items for decision and minutes of
committee meetings in advance of each Board meeting.

Although the capacity of any board to involve itself in the details of a
large international business is limited, the Company aims to provide
its independent non-executive directors with extensive exposure and
access to its operations and management. Over the past two years, the
number and duration of Board meetings have increased and the Board
agenda is structured to address the broad spectrum of key governance
issues on a regular and systematic basis.
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The Board at Work (Continued)

All directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary, with a view to
ensuring that Board procedures and all applicable rules and regulations
are followed.

Each director is normally able to seek independent professional advice
in appropriate circumstances at the Company’s expense, upon making
request to the Board.

Major corporate matters that are specifically delegated by the Board to
management include the preparation of annual and interim accounts
for Board approval before public reporting, execution of business
strategies and initiatives adopted by the Board, implementation of
adequate systems of internal controls and risk management procedures,
and compliance with relevant statutory requirements and rules and
regulations.

The Group's chief financial officer also attends all board meetings
to advise on corporate governance, risk management, statutory
compliance, mergers and acquisitions, and accounting and financial
matters.

None of the members of the Board is related to one another.

During the year ended 31 December 2010, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive directors with at least
one independent non-executive director processing appropriate
professional qualifications, or accounting or related financial
management expertise.

The Company has received written annual confirmation from each
independent non-executive director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
independent non-executive directors to be independent in accordance
with the independence guidelines set out in the Listing Rules.
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The Board at Work (Continued)

The non-executive directors together have substantial experience in
fields of auditing, business, accounting, corporate internal control
and regulatory affairs. Through active participation in Board meetings,
taking the lead in managing issues involving potential conflict of
interests and serving on Board committees, all non-executive directors
make various contributions to the effective direction of the Company.

The Company has not yet adopted Code Provision A.4.1 which provides
that non-executive directors should be appointed for a specific term,
subject to re-election. All the non-executive directors of the Company
are not appointed for a specific term although in practice they are
subject to retirement on rotation and re-election at the Company’s
annual general meetings pursuant to the Company’s Articles of
Association.

Each newly appointed director receives comprehensive, formal and
tailored induction on the first occasion of his/her appointment, so as
to ensure that he/she has appropriate understanding of the business
and operations of the Company and that he/she is fully aware of his/
her responsibilities and obligations under the Listing Rules and relevant
regulatory requirements.
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Committees

The monitoring and assessment of certain governance matters are
allocated to three committees which operate under defined terms of
reference. The composition of the committees during 2009/10 and up
to the date of this report is set out in the table below.

Directors Audit Committee

s BUREE

Remuneration Committee

Z88

ETERFEECERLFETIENET
xR REZBQNRERERE
BEEF-R_TTN/ —ZFEREE
AFERABIL  ZEEZAREIINTE -

Nomination Committee

FHEEE REZEE

Executive Directors H{TES

Hsiao Ming-chih (Chairman) B8 (/)
Lai Yueh-hsing B E &

Lo Haw &%

Cheng Dar-terng 2521

Chiang Jen-chin 1=

Lu Wen-yi &35

Cheng Koon Cheung it

Non-Executive Directors FEI{TES
Huang Chun-fa E&%

Chan Kin Sang B4

Chen Guoxiang PR

Li Degiang /&5

Independent Non-Executive Directors B FHTES
Lin Sheng-bin #REE

Huang Jui-hsiang B

Alvin Chiu ##i{E

Peter V.T. Nguyen frEi&

Member A% &
Chairman =&
Member A% &
Member A% &

Member X &
Chairman ¥/

Member % &
Chairman /&

Member A% &
Member f% 8
Member A% &
Member f% 8

Member A% &
Member f% 8
Member f% &
Member F% 8

Audit Committee

The Audit Committee is comprised of four independent non-executive
directors who together have substantial experience in the fields of
accounting, business, corporate governance and regulatory affairs.

The committee is responsible for monitoring the reporting, accounting,
financial and control aspects of the executive management'’s activities. It
has full access to the Group’s chief financial officer to hear directly any
concerns of the internal audit department that may have arisen during
the course of the department’s work.

BEREREE
BERZERENEBUENTESAR
WERGH WX DEDAREEELS
AREESELR -

ZEQRAERTREEE CHR 5
MBEREREE ZEGA2EEBEAS
B BAE  BERBRANERSIINE
TEZITERBE ZEMRHE -

Mayer Holdings Limited Annual Report 2010



Corporate Governance Report

The committee also monitors the appointment and function of the
Group's external auditor.

Remuneration Committee

The Remuneration Committee was established on 22 August 2005
and is comprised of four independent non-executive directors and two
executive directors (as the Committee Chairman).

The committee determines the compensation structure and rewards for
the chief executive officer and other executive directors and monitors
the policies being applied in remunerating other senior executives
in the Group. In addition, it has responsibility for reviewing and
making appropriate recommendations to the Board on management
development and succession plans for executive directors and senior
management levels.

The fundamental policy underlying the Company’s remuneration and
incentive schemes is to link total compensation for senior management
with the achievement of annual and long-term performance goals.
By providing total compensation at competitive industry levels for
delivering on-target performance, the Company seeks to attract,
motivate and retain key executives essential to its long-term success.
Senior management incentive schemes include any equity component
that is designed to align the long-term interest of management with
those of shareholders.

Nomination Committee

The Nomination Committee was established on 22 August 2005 and is
now comprised of four independent non-executive directors and two
executive directors (as the Committee Chairman).

The committee is responsible for the identification and evaluation of
candidates for appointment or reappointment as a director, as well as
the development and maintenance of the Group’s overall corporate
governance policies and practices.
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Board and Committee Attendance

The Board held 14 regular meetings in 2010 and the average
attendance rate was 34%. Details of the attendance of individual
directors at Board meetings and committee meetings during the
2009/10 financial year are set out in the table below.

EEgREESCHER
EFEN T TFLHETIANTHEE
FHHER A% - R_TTN,/ — T
HEE @AHESREZSEEREES
ERZHBEFBHNTE

Number of meetings attended/held

FHHER

HE S RBITEBRRH

Remuneration = Nomination
Directors Full Board Audit Committee Committee Committee
2 Exg EREES FMESS REZEES
Executive Directors $1{TEE
Hsiao Ming-chih BREHE 8/14 2/3 23
Lai Yueh-hsing #8 &5 13/14 3/3 3/3
Lo Haw &% 0/14
Cheng Dar-terng BB 6/14
Chiang Jen-chin 18k 12/14
Lu Wen-yi & X% 4/14
Cheng Koon Cheung E8&R+F 6/14
Non-Executive Directors I {TESE
Huang Chun-fa &% 0/14
Chan Kin Sang FRf& 4 6/14
Chen Guoxiang FREIFF 0/14
Li Degiang ZF{Z5& 0/14
Independent Non-Executive

Directors WY FHITES

Lin Sheng-bin #REEXE, 4/14 2/2 1/3 1/3
Huang Jui-hsiang &3 4/14 22 2/3 23
Alvin Chiu R 714 2/2 3/3 3/3
Peter VV.T. Nguyen Ft=E &8 114 1/2 0/3 0/3
Average attendance rate 34% 88% 61% 61%

Mayer Holdings Limited Annual Report 2010
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Practices and Conduct of Meetings

Notices of regular Board meetings are served to all directors at least 14
days before the meetings while reasonable notice is generally given for
other Board meetings. For committee meetings, notices are served in
accordance with the required notice period stated in the relevant terms
of reference.

Agenda and Board papers together with all appropriate, complete
and reliable information are sent to all directors at least 3 days before
each Board meeting or to the relevant committee members at least 2
days before each Remuneration Committee Meeting or at least 4 days
before each Audit Committee meeting to keep the directors apprised of
the latest developments and financial position of the Company and to
enable them to make informed decisions. The Board and each director
also have separate and independent access to the senior management
whenever necessary.

Minutes of all Board meetings and committee meetings are kept by the
company secretary. Draft minutes are normally circulated to directors
for comment within a reasonable time after each meeting and the final
version is open for directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a director,
will be considered and dealt with by the Board at a duly convened Board
meeting. The Company'’s Articles of Association also contain provisions
requiring directors to abstain from voting and not to be counted in the
quorum at meetings for approving transactions in which such directors
or any of their associates have a material interest.

Internal Control and Risk Management

The Board is responsible for ensuring that an adequate system of
internal controls is maintained within the Group, and for reviewing its
effectiveness through the Audit Committee.

The internal control system, which includes a defined management
structure with specified limits of authority, is designed to (a) help the
achievement of business objectives, and safeguard the Group’s assets;
(b) ensure proper maintenance of accounting records; and (c) ensure
compliance with relevant legislation and regulations.
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Internal Control and Risk Management
(Continued)

The internal control system is designed to provide reasonable, but
not absolute, assurance against material misstatement or loss and to
manage, but not to eliminate, risks of failure in achieving the Group's
objectives.

The processes to identify and manage key risks to the achievement
of the Group's strategic objectives are an integral part of the internal
control environment. Such processes include strategic planning,
the appointment of senior management, the regular monitoring
of performance, control over capital expenditure and investments
and the setting of high standards and targets for safety, health and
environmental performance.

The management maintains and monitors the system of controls on an
ongoing basis.

The Group's internal audit department, under the supervision of
the chief financial officer, independently reviews these controls and
evaluates their adequacy, effectiveness and compliance, and reports
such findings directly to the Audit Committee on a regular basis. The
Board, through the Audit Committee assesses the effectiveness of
the Group’s internal control system which covers all material controls,
including financial, operational and compliance controls and risk
management functions on an annual basis.

During 2009/2010, based on the evaluations made by the
management, the chief financial officer and external auditors, the Audit
Committee was satisfied that nothing has come to its attention to cause
the Audit Committee to believe that the system of internal control is
inadequate; and there is an ongoing process to identify, evaluation and
manage significant risks faced by the Group.

External Auditor

The Company’s independent external auditor is Crowe Horwath (HK)
CPA Limited. The Audit Committee is responsible for considering the
appointment of the external auditor and also reviews any non-audit
functions performed by the external auditor for the Group. In particular,
the Committee will consider, in advance of them being contracted for
and performed, whether such non-audit functions could lead to any
potential material conflict of interest.
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Communications with Shareholders

The Company uses a number of formal communications channels to
account to shareholders for the performance of the Company. These
include the annual report and accounts, the interim report, periodic
company announcements made through the Stock Exchange, as well as
through the annual general meeting. The Company aims to provide its
shareholders and potential investors with high standards of disclosure
and financial transparency. In order to provide effective disclosure
to investors and potential investors and to ensure they all receive
equal access to the same information at the same time, information
considered to be of a price sensitive nature is released by way of formal
public announcements as required by the Listing Rules. The Company
also welcomes comments and questions from shareholders at its annual
general meeting.

Directors’ Securities Transactions

The Group has adopted procedures governing directors’ securities
transactions in compliance with the Model Code as set out in Appendix
10 of the Listing Rules.

Employees who are likely to be in possession of unpublished price-
sensitive information of the Group are also subject to compliance with
guidelines on no less exacting terms than the Model Code.

Having made specific enquiry of all directors, the Directors have
complied with the required standard set out in the Model Code
regarding directors’ securities transactions.

Directors’ and Auditors’ Responsibilities for
Accounts

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-
sensitive announcements and other financial disclosures required under
the Listing Rules and other regulatory requirements.

The directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2010.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 49 to 50.
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Shareholder rights and investor relations

The rights of shareholders and the procedures for demanding a poll on
resolutions at shareholders’ meetings are contained in the Company’s
Articles of Association. Details of such rights and procedures are
included in all circulars to shareholders and will be explained during the
proceedings of meetings. Whenever voting by way of a poll is required,
the detailed procedures for conducting a poll will be explained.

Poll results will be published in newspapers on the business day
following the shareholders’ meeting and posted on the websites of the
Company and the Stock Exchange.

Separate resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors.

The Company continues to enhance communications and relationships
with its investors. Designated senior management maintain regular
dialogue with institutional investors and analysts to keep them abreast
of the Company’s developments. Enquiries from investors are dealt with
in an informative and timely manner.
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Independent Auditor’s Report

TO THE SHAREHOLDERS OF MAYER HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Mayer
Holdings Limited (the “Company”) and its subsidiaries (together the
“Group”) set out on pages 51 to 216, which comprise the consolidated
and Company statements of financial position as at 31 December 2010
and the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of the report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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Independent Auditor’s Report
B & E A RS

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view 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 the directors, as well
as evaluating the overall presentation of the consolidated 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, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2010 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2011

Sze Chor Chun, Yvonne
Practising Certificate Number P05049
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Consolidated Income Statement
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For the year ended 31 December 2010 HZE2-Z—ZF+_A=+—HILFE

2010 2009
—E-2F “ZTNE
Note RMB'000 RMB'000
BisE TRARY FRARE
(Restated)
(EE5)
Continuing operations Tiiﬁi“‘ BEH
Tumover 2XE 4 546,958 427,255
Cost of sales HERK (504,690) (385,416)
Gross profit 7 42,268 41,839
Other revenue Atia 5 nm 6,468
Other net income/(loss) EhlgA/ (BB)F8 5 2,316 (1,061)
Distribution costs DHEKAK (9,901) (7,738)
Administrative expenses THRZ (43,369) (35,262)
Other operating expenses Hip R aH Y (424) (3,286)
Profit from operations Yl 2,667 960
Finance costs BERKA 6(a) (2.802) (2,134)
Share of profit of jointly controlled entities AERRZHER 2 ET 18 3 -
Loss before taxation BRRER (102) (1174)
Income tax s 7 (260) (3,139)
Loss from continuing operations RERREB B (362) (4313
Discontinued operation BRILER
Profit from discontinued operation BRIER 2 ERER 8 17,322 5,584
Profit for the year FRER 16,960 1271
Attributable to: i
Owners of the Company KAREEA 1 13,739 (510)
Non-controlling interests FERER 3,221 1,781
Profit for the year EREF 6 16,960 1,271
Earnings/(loss) per share SREN/ (K8 12
From continuing and discontinued BELSELBREALER
operations
Basic and diluted EAREE RMBA R #2.30 cents 2 (RMBAR0.09 cents?)
From continuing operations BELEER
Basic and diluted ERN#E (RMBAR#0.60 cents?) | (RMBAR™1.06 cents?)
From discontinued operation BAILER
Basic and diluted ERLEE RMBA R #2.90 cents 2 RMA R #B0.97 cents

The notes on pages 59 to 216 form part of these financial statements.

Details of dividends payable to owners of the Company attributable to
profit for the year are set out in note 33(b).
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

Consolidated Statement of Comprehensive Income
mEeEZHEWEE

2010 2009
ZE-Ef ZZTNE
Note RMB'000 RMB'000
P &% FRARY FLTARE
(Restated)
(BE5)
Profit for the year FREF 16,960 1,271
Other comprehensive (loss)/income FREt2E(ER) K
for the year:
Exchange differences on translation of financial BERIEBTBEREEECERESE
statements of foreign operations
- Exchange (loss)/gain arising during the year, - FREEZER (B8B) M
net of nil tax (note) BT EE (M) (6.238) 527
— Reclassification adjustments relating to foreign - FRREFIEBELREENHE
operations disposed of during the year, AR ENBRTRIE (FE)
net of nil tax (note) 239 -
(5,999) 527
Share of other comprehensive loss AMELREHEE 2 At 2 EEE
of jointly controlled entities
~ Exchange loss arising during the year - FRBEEIEBUMBREESE
on translation of financial statements of ZEREE  ENBRTEE (M)
foreign operations, net of nil tax (note) (20) -
Total comprehensive income for the year ERE2HWNEEE (BRB%)
(net of tax) 10,941 1,798
Attributable to: FE1E
Owners of the Company AARERRE 9,026 881
Non-controlling interests e s 1,915 917
10,941 1,798

Note: There is no tax effect relating to the above component of other comprehensive

income/(loss).

The notes on pages 59 to 216 form part of these financial statements.
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Consolidated Statement of Financial Position

e KRR R

At 31 December 2010 R-Z—ZF+-_A=+—H
2010 2009
—E-ZF —EENF
Note RMB’000 RMB'000
iz FTLARY FLARK
Non-current assets FRBEE
Fixed assets BTEE 14(a)
— Property, plant and equipment e /ERR - 90,048 103,773
~ Investment property —REME - 220,867
90,048 324,640
Prepaid lease payments BANAERE 15 11,251 9,641
Deposit for acquisition of equity W g — a2~ B AR i
interests in a company ZE® 17 63,880 -
Interests in jointly controlled entities EA#\ REHIELS < 18 6,634 -
Loan to a jointly controlled entity RZEHEE 2 EX 19 72,836
Available-for-sale financial assets —H,\Hj’% TREE 20 - 19,100
244,649 353,381
Current assets REBEE
Financial assets at fair value BATEIIABRR
through profit or loss LERMEE 21 9,448 -
Inventories FE 22 52,761 62,870
Trade and other receivables B2 EUIRF R I 23 163,417 175,355
Prepaid lease payments BNHERIE 15 321 266
Tax recoverable R {EE R 30(a) 81 8
Pledged bank deposits BHERRITER 25 5,216 5,404
Deposits with bank (maturity over 3 months) {7 Z (ZIHBE=EA%) 26 - 1,707
Cash and cash equivalents RekRe&EEIER 27 106,595 98,736
337,839 344,346
Current liabilities REaE
Bank borrowings RITEE 29 118,242 155,646
Trade and other payables B REMIEF R EMENTIE 28 40,939 53,038
159,181 208,684
Net current assets RBEEFE 178,658 135,662
Total assets less current liabilities HEERRBAE 423,307 489,043
Non-current liabilities ¥ RBEE
Bank borrowings RITIEE 29 - 123,772
Deferred tax liabilities ELERBEEE 30(b) - 7,059
- 130,831
NET ASSETS EEFE 423,307 358,212

ETERERAAT 2010 F iR

53



Consolidated Statement of Financial Position

e B BRR R

At 31 December 2010 R—ZT—ZTF+_-A=+—H

2010 2009
—Z-EF —ZEThEF
Note RMB’000 RMB’000
FEE FRARY FLTARE
CAPITAL AND RESERVES BRAR @&

Share capital (&N 33(c) 69,306 59,460
Share premium and reserves Bedn i (8 & (i 289,384 236,050

Total equity attributable to owners KATBEEAEEEREHE
of the Company 358,690 295,510
Non-controlling interests FERER 64,617 62,702
TOTAL EQUITY BREZS 423,307 358,212

Approved and authorised for issue by the board of directors on 28 EFEeRN T ——F=AZ-FTNBH#HER

March 2011 AT -

Hsiao Ming-chih Lai Yueh-hsing wmEGE HEHR
Director Director BEFE EE

The notes on pages 59 to 216 form part of these financial statements. EL9R216BE M RMBHRE 2 —H5 -
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Statement of Financial Position

B %R R &

At 31 December 2010 RZZE—ZFF+-_HA=1+—H

2010 2009
—E-Ef “EENEF
Note RMB'000 RMB'000
Bzt TRAR® FTARE
Non-current assets ERBEE
Property, plant and equipment ER 14(b) 1,181 1,009
Investments in subsidiaries RIB AR ZRE 16 122,517 198,909
Deposit for acquisition of equity interests WE-RLRREZ TS
in a company 17 63,880 -
Interests in a jointly controlled entity R—AAREFER s 18 6,621 -
Loan to a jointly controlled entity LT HARZHEECER 19 72,836 -
267,035 199,918
Current assets RBEE
Deposits, prepayments and other receivables Be BERFERAGERZE 23 8,272 187
Amount due from a subsidiary JE U — FEIff B A B 7008 24 2,980 5,355
Pledged bank deposits BEBRITER 25 5216 5,404
Cash and cash equivalents RekHeEEER 27 3,820 4,002
20,288 14,948
Current liabilities nEBaE
Bank borrowings BITEE 29 - 6,366
Other payables H BT IR 3R 28 5,402 14,518
5,402 21,384
Net current assets/(liabilities) RBEE/ (8F)FE 14,886 (6,436)
NET ASSETS EERE 281,921 193,482
CAPITAL AND RESERVES BRARGHE
Share capital R 33 69,306 59,460
Share premium and reserves WA R (B B 212,615 134,022
TOTAL EQUITY ATTRIBUTABLE ANRBEEARGRGZEHE
TO OWNERS OF THE COMPANY 281,921 193,482

Approved and authorised for issue by the board of directors on 28

March 2011
Hsiao Ming-chih Lai Yueh-hsing
Director Director

The notes on pages 59 to 216 form part of these financial statements.
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

Attributable to owners of the Company

Consolidated Statement of Changes in Equity
MEREREE R

FATREARH
Statutory
Statutory  public Proposed Non-
Share Share  Warrant  Special  surplus  welfare  Exchange  Retained final controlling Total
capital | premium  reserve  reserve  reserve fund  reserve  profits  dividend | Sub-total Total interests equity
AR it EE R i e
kx| RHER fif BERE ORE  NEE ERBE  REEA  AERR it &5t B8 288
Note RMB'OO0 | RMBOO0  RMB'000  RMB'OO0  RMB'000  RMB'O00  RMB'OO0  RMB'000  RMB'O00 | RMB'000  RMB'000  RMB'000  RMB'000
Wit TRARE |TRARE TrARE TIARE TRARE FrTARE FTIARE TRARE FIARE |TTARE TRARE TRARE frARE
Balance at 1 January 2009 RBENF-A-HBR 59,460 82,345 - 67510 20,750 4950 (17315 7913% - 231316 29,83 61,785 358,621
Changes in equity for 2009: EENERERY:
(LossYrofit or te year 58 (BB) /&7 - - - - - - - (510) - (5100 G0 e
Other comprehensive Hp2ENE/ (BB
income/(loss) - - - - - - 1391 - - 1391 1391 (864) 51
Total comprehensive income ERRENGELE
for the year - - - - - - 1391 (510) - 881 881 917 1798
Appropriations AR - - - - M) - - n - - - - -
Dividend declaed to non- mYERRER RS
controlling shareholders - - - - - - - (2.207) 2207 - - - -
Divdend paid to non-contraling BRYERERE
shareholders - - - - - - - - a7 1) 0 - 2.207)
Balance at 31 December 2009 ey e g o 59,460 82,345 - 67510 20,678 4950 (15984 76491 - 236050 295510 62700 358212
ER
Balance at 1 January 2010 RoF-FF-A-AuEH 59460 | 82,345 - 61510 20,678 4950  (15984) 76491 -| 236050 295510 62702 358212
Changes in equity for 2010: “E-TEEREY:
Profit for the year £t - - - - - - - By - BB BB 3 1690
Other comprehensive loss Ap2EEE - - - - - BN - S| W) @wm) (130 (6019
Total comprehensive income ERZENELE
for the year - - - - - - w1373 - 9,026 9,026 1915 10941
lsue of warrants SmEE 33 - - 985 - - - - - - 985 95 - 985
lsue of new shares il i &G
on exercise of warrants EGETol 3l 9846 | 44308 (985) - - - - - Sl B33 56 - 5369
Appropriations AR - - - - 154 - - (154 - - - - -
Realsed on disposal of a LENBLRRER
subsiciary - - - - (146) - - 146 - - - - -
Balance at 31 December 2010 H-E-8F1ZA=1-H 69,306 | 126,653 - 61510 22076 4950 (20697) 88832 - 289384 358690 64617 423307
pici ]

The notes on pages 59 to 216 form part of these financial statements.
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Consolidated Statement of Cash Flows
HEBRERER

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

2010 2009
“E-%% —EENE
Note RMB'000 RMB'000
Bzt FrARE FrARE
(Restated)
(mE3)
OPERATING ACTIVITIES RexH
ProfitAjoss) before taxation BRARH/ (58)
Continuing operations BELEER (102) (1,174)
Discontinued operation BRIEER 11,753 4518
Adjustments for: BE:
Interest income on bank deposits ROFEZZFIEMA (1,003) (590)
Interest income on loan to a jointly controlled entity BY-HiREHER (278) -
LEFZHBRA
Dividend income from unlisted securities KEMEF2BRBWA (711 -
Finance costs BYE 4,480 4913
Depreciation wE 15,066 13814
Amortisation of prepaid lease payments BERRETIE & 278 266
Impairment loss on trade receivables E SRR ZRESE 428 1,116
Reversal of impairment loss on trade receivables BEEHRUETRORESE (800) (55)
Write down of inventories MREE 5,002 m
Reversal of write down of inventories BEMHEE (4,859) (30,321)
Impairment loss on available- HHEeREE HERE
for-sale financial assets - 2,288
Gain on sale of available-for-sale financial assets HETHIESREE 2 WE (1,370) -
Net loss on disposal of property, plant and equipment HENE EBRRELEETS 345 918
Valuation gain on investment property RENE 2 ibEkE (10,543) -
Gain on disposal of investment property HERENE 2 Y& (11,630) -
Share of profit of jointly controlled entities B REHER 2 ER (33) -
Loss on disposal of a subsidiary attributable to FELILEBMHE-FHNE
discontinued operation Rz BB 12,006 -
Loss on loss of control in subsidiaries KEMBARIERE 2 BE 67 -
Net foreign exchange loss EREBTE 1,017 311
Changes in working capital LEELEY 19,023 (3,575)
Decrease in inventories BFERY 9,966 57,005
Decrease/(increase) in trade and other receivables B RIIR R Lt R 12,588 (50,217)
R/ (&)
Increase in financial assets at fair value through BRATEIIABRER S BEEEN
profit or loss (9,448) -
Decrease in trade and other payables BSRABAREMENTIERD (24,708) (179)
CASH GENERATED FROM OPERATIONS BEfMBeRE 7,421 3,034
Income tax refunded BREMEH - 1918
Income tax paid BRFAEH (346) (1,160)
NET CASH GENERATED FROM OPERATING RETDHRERERE
ACTIVITIES 7,075 3,792

ETERERAAT 2010 F iR
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Consolidated Statement of Cash Flows
mEEHERER

For the year ended 31 December 2010 #HE—ZT—ZF+_-_A=+—HItFE

2010 2009
—E-Zf “ZTNE
Note RMB'000 RMB'000
Mzt TRARM FRARE
(Restated)
(BE5)
INVESTING ACTIVITIES REEH
Proceeds from disposal of property, MENE  BRREREFAENE
plant and equipment 555 6
Payment for the purchase of property, plant and BADE BERZELAR
equipment (6,810) (7,985)
Proceeds from disposal of investment property HEREWE 2 FEHE 243,040 -
Proceeds from sale of available-for-sale financial HEHEEZERHEEL
assets FEHE 20,308 -
Payment of deposit for acquisition of equity interests TRARE-HRRRE ke
in a company (63,880) -
Loan to a jointly controlled entity LT -BERENE E“Z%W\ (25,563) -
Proceeds from disposal of a subsidiary attributable to BRIEEBMLE-RNER
discontinued operation, net of cash disposed of LHEHE  REN %fﬂﬁ
(note 35(a)) (Hi7£35(a)) (699) -
Net cash outflow arising on loss of control RERBRAREHIERES .
in subsidiaries (note 35(b)) B8 (F5E35(0) (53,894) -
Decrease/(increase) in deposits with bank (maturity BOERGIHAE=EAR)
over 3 months) B/ (%) 1,707 (727)
Decrease in pledged bank deposits BERRTENRD 183 174
Interest received BUHE 1,093 590
Dividend received from investments in securities REEFMERE 71 -
NET CASH GENERATED FROM/(USED IN) INVESTING RETBHEEL/ (FRA)2RLFE
ACTIVITIES 116,751 (7,942)
FINANCING ACTIVITIES REED
Proceeds from new bank borrowings MR(TEE 2GR 344,669 398,418
Repayment of bank borrowings BERIEE (503,727) (363,141)
Dividend paid to non-controling shareholders BRLEREZRE - (2,207)
Interest paid BRME (4,480) (4913
Proceeds from the issue of shares Bk 2 FETE 53,169 -
Proceeds from the issue of warrants BIRRERECRGHE 985 -
NET CASH (USED IN)/GENERATED FROM FINANCING REIE (FA)/ HEEZRLEE
ACTIVITIES (109,384) 28,157
NET INCREASE IN CASH AND CASH EQUIVALENTS BeRBeSEEALNTE 14,442 24,007
CASH AND CASH EQUIVALENTS AT 1 JANUARY R-B-BzRERRLEEER 27 98,736 78393
EFFECT OF FOREIGN EXCHANGE RATE CHANGES MEEREH HE (6,583) (3,664)
CASH AND CASH EQUIVALENTS AT 31 DECEMBER Wt=A=+-HzHE 27 106,595 98,736
KESEHEER
The notes on pages 59 to 216 form part of these financial statements. F59E2168 v M A BRE 2 — 36
4o

Mayer Holdings Limited

Annual Report 2010



Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

GENERAL INFORMATION

Mayer Holdings Limited (the “Company”) is an exempted
company with limited liability incorporated in Cayman Islands
and its registered office is PO Box 309GT, Ugland House, South
Church Street, George Town, Grand Cayman, Cayman Islands,
British West Indies. The Company and its subsidiaries (together the
“Group”) are principally engaged in manufacturing and trading
of steel pipes, steel sheets and other products made of steel and
leasing of aircrafts. The operation of property investment was
discontinued during the year.

The Company has its shares listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange™).

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA™), accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”). A summary of the
significant accounting policies adopted by the Group is set
out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the Group and the
Company. Note 3 provides information on any changes in
accounting policies resulting from initial application of these
developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected
in these financial statements.

EnERBERALA 2010 F =&
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Notes to the Financial Statements

B % W E MR

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (&)

(Continued)
(b) Basis of preparation of the financial statements

(b) MBHRENEREE

The consolidated financial statements for the year ended 31
December 2010 comprise the Company and its subsidiaries
and the Group's interests in jointly controlled entities.

Items included in the financial statements of each entity in
the Group are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). The functional currencies of the
Company and its major subsidiaries are Hong Kong dollars
and Renminbi (“RMB") respectively. The consolidated
financial statements are presented in thousands of Renminbi
("RMB’'000") unless otherwise stated, which is the functional
currency of a major subsidiary operated in the PRC and
contributed over 90% of turnover of the Group. Therefore,
the directors consider the presentation in RMB to be more
useful for its current and potential investors.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except that the
following assets are stated at their fair value as explained in
the accounting policies set out below:

—  investment property (see note 2(f));

—  financial assets at fair value through profit or loss (see
note 2(e)).

The preparation of financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements
about carrying amounts of assets and liabilities that are not
readily apparent from other sources. Actual results may differ
from these estimates.
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Notes to the Financial Statements

For the year ended 31 December 2010 & Z=—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Basis of preparation of the financial statements

(9]

EDERAERLDA

(Continued)

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period or in the period of the
revision and future periods if the revision affects both current
and future periods.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major source of estimation uncertainty are
discussed in note 44.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights
that presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the extent
that there is no evidence of impairment.

2010 4 7R
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(9]

ZEME BB ERES T o E
Bl o s st st REEE
B EET g R E R - ERT
[F R B AR H R AR KA - (857
2MEET R R AR -

ERENERETENBRE
BAELE M BEREEEAE
ZHE - ARGE A EEEZE
ZRE - N E44T TR ©

l

ZEH
A
488

%
./,
7

=

= INCIDSE e

MEBAR S HAEEES &
B -EXKEARNET HE

BZMBREERR #HHEBHE
EBHEENER - BIFEES

T o AT IR - 5E EIR
BRI 1T 2 BRI HE

P KB & B H) 4R B Ty B 1 I 5
WEAEAHIAEERAVT
BER LEEE %‘J%ZRJtEIi%
k- SBARAEGR X5
RETEEAR TF’sﬁ?&%ﬁ’ﬁEi
ZIEAARBEENERRELE
MBmERTEEE - FfETE
BARRHERZMES Z IR
HINERG TEE - TAERE
B AR - MR A R E R
EERR -

61



'y "’,

Notes to the Financial Statements

B %W E MR

For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (@)

(Continued)

(c) Subsidiaries and non-controlling interests (Continued) () MEBEARKRIEERER (&)

Non-controlling interests (previously known as “minority
interests”) represent the equity in a subsidiary not
attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional
terms with the holders of those interests which would result
in the Group as a whole having a contractual obligation
in respect of those interests that meets the definition of a
financial liability. For each business combination, the Group
can elect to measure any non-controlling interests either at
fair value or at their proportionate share of the subsidiary’s
net identifiable assets.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the owners of the Company. Non-
controlling interests in the results of the Group are presented
on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an
allocation of the total profit or loss. Total comprehensive
income is attributed to the owners of the Company and
to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance. Prior to
1 January 2010, losses applicable to the non-controlling
interests in excess of the non-controlling interests in the
subsidiary’s equity were allocated against the interests of
the Group except to the extent that the non-controlling
interests had a binding obligation and were able to make
an additional investment to cover the losses. Loans from
holders of non-controlling interests and other contractual
obligations towards these holders are presented as financial
liabilities in the consolidated statement of financial position in

accordance with notes 2(l) and (m) depending on the nature
of the liability.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_-_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (&)

(Continued)

(c) Subsidiaries and non-controlling interests (Continued) (c)

o) PNSVSE S e £ 36 )

EDERAERLDA

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries on or after 1 January 2010

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative interests,
but no adjustments are made to goodwill and no gain or loss
is recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with
a resulting gain or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset (see note 2(e)) or, when appropriate, the cost on initial
recognition of an investment in a jointly controlled entity (see
note 2(d)).

Changes in the Group’s ownership interests in existing
subsidiaries prior to 1 January 2010

Increases in interests in existing subsidiaries were treated
in the same manner as the acquisition of subsidiaries, with
goodwill or a bargain purchase gain being recognised
where appropriate. For decreases in interests in subsidiaries,
regardless of whether the disposals would result in the Group
losing control over the subsidiaries, the difference between
the consideration received and the adjustment to the non-
controlling interests was recognised in profit or loss.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 2 (i)(ii)), unless the investment is classified as
held for sale (or included in a disposal group that is classified
as held for sale).
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Notes to the Financial Statements
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE
2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (&)
(Continued)

(d) Jointly controlled entities (d) HEEZEFIEERE

A jointly controlled entity is an entity which operates
under a contractual arrangement between the Group or
the Company and other parties, where the contractual
arrangement establishes that the Group or the Company and
one or more of the other parties share joint control over the
economic activity of the entity.

An investment in a jointly controlled entity is accounted for
in the consolidated financial statements under the equity
method. Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group's
share of the acquisition-date fair values of the investee’s
identifiable net assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the post acquisition
change in the Group's share of the investee’s net assets and
any impairment loss relating to the investment (see note 2 (i)
(i)). Any acquisition-date excess over cost, the Group's share
of the post-acquisition, post-tax results of the investees and
any impairment losses for the year are recognised in the
consolidated income statement, whereas the Group’s share
of the post-acquisition post tax items of the investees’ other
comprehensive income is recognised in the consolidated
statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the
jointly controlled entity, the Group’s interest is reduced to nil
and recognition of further losses is discontinued except to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee. For
this purpose, the Group’s interest is the carrying amount of
the investment under the equity method together with the
Group'’s long-term interests that in substance form part of
the Group's net investment in the jointly controlled entity.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Jointly controlled entities (Continued)

(e)

EDERAERLDA

Unrealised profits and losses resulting from transactions
between the Group and its jointly controlled entities are
eliminated to the extent of the Group's interest in the
investee, except where unrealised losses provide evidence of
an impairment of the asset transferred, in which case they are
recognised immediately in profit or loss.

When the Group ceases to have joint control over a jointly
controlled entity, it is accounted for as a disposal of the
entire interest in that investee, with a resulting gain or loss
being recognised in profit or loss. Any interest retained in
that former investee at the date when joint control is lost is
recognised at fair value and this amount is regarded as the
fair value on initial recognition of a financial asset (see note

2(e)).

In the Company'’s statement of financial position, investment
in a jointly controlled entity is stated at cost less impairment
losses (see note 2(i)(i)).

Other investments in equity securities

The Group's and the Company’s policies for investments in
equity securities, other than investments in subsidiaries and
jointly controlled entities, are as follows:

Investments in equity securities are initially stated at fair
value, which is their transaction price unless fair value can
be more reliably estimated using valuation techniques
whose variables include only data from observable markets.
Cost includes attributable transaction costs, except
where indicated otherwise below. These investments are
subsequently accounted for as follows, depending on their
classification:

2010 4 7R
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For the year ended 31 December 2010 #HE—ZT—TF+_-_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (&)
(Continued)

(e) Other investments in equity securities (Continued) (e)

Hi A EHRE (&)

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognised in profit or loss as incurred. At the end of each
reporting period the fair value is remeasured, with any
resultant gain or loss being recognised in profit or loss. The
net gain or loss recognised in profit or loss does not include
any dividends or interest earned on these investments as
these are recognised in accordance with the policies set out
in note 2(r)(iii) and (iv) respectively.

Investments in equity securities that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured are recognised in the statement of
financial position at cost less impairment losses (see note 2(i)

().

Investments in securities which do not fall into any of the
above categories are classified as available-for-sale securities.
At the end of each reporting period the fair value is
remeasured, with any resultant gain or loss being recognised
in other comprehensive income and accumulated separately
in equity in the fair value reserve, except foreign exchange
gains and losses resulting from changes in the amortised
cost of monetary items such as debt securities which are
recognised directly in profit or loss. Dividend income from
these investments is recognised in profit or loss in accordance
with the policy set out in note 2(r)(iii) and, where these
investments are interest-bearing, interest calculated using
the effective interest method is recognised in profit or loss
in accordance with the policy set out in note 2(r)(iv). When
these investments are derecognised or impaired (see note
2(i)(i)), the cumulative gain or loss is reclassified from equity
to profit or loss.

Investments are recognised/derecognised on the date the
Group and/or the Company commits to purchase/sell the
investments or they expire.
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Notes to the Financial Statements

For the year ended 31 December 2010 & Z=—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

EDERAERLQA

Investment property

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see note 2(h)) to
earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future use and
property that is being constructed or developed for future use
as investment property.

Investment properties are stated in the consolidated
statement of financial position at fair value, unless they are
still in the course of construction or development at the
end of the reporting period and their fair value cannot be
reliably determined at that time. Any gain or loss arising from
a change in fair value or from the retirement or disposal of
an investment property is recognised in profit or loss. Rental
income from investment properties is accounted for as
described in note 2(r)(ii).

When the Group holds a property interest under an operating
lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property
interest which has been classified as an investment property
is accounted for as if it were held under a finance lease (see
note 2(h)), and the same accounting policies are applied to
that interest as are applied to other investment properties
leased under finance leases. Lease payments are accounted
for as described in note 2(h).
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Notes to the Financial Statements

B % W E MR

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Property, plant and equipment

2. TESEECR (&)

(9) M= HBERRME

Property, plant and equipment are stated in the statement of
financial position at cost less accumulated depreciation and
impairment losses (see note 2(i)ii)).

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental
to ownership of each element have been transferred to the
Group.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a straight-
line basis.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their
estimated useful lives as follows:

—  freehold land is not depreciated;

Building and factory premises

Leasehold improvements

Furniture, fixtures and office equipment

Plant and machinery W2E Rk
Motor vehicles RE
Aircrafts R
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5% or over the remaining term
of the lease, if shorter
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Notes to the Financial Statements

B 1% R & M &F

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE (&)
(Continued)

(9) Property, plant and equipment (Continued) (9) 3 HBRZE (E)

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost may also
include transfers from equity of any gains/losses on qualifying
cash flow hedges of foreign currency purchases of property,
plant and equipment.

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

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as
the difference between the net proceeds on disposal and the
carrying amount of the item and are recognised in profit or
loss on the date of retirement or disposal.
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Notes to the Financial Statements

B % W E MR

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Property, plant and equipment (Continued)

Construction in progress represents lands and buildings
under development and property, plant and equipment
under construction and pending installation and are stated
at cost less accumulated impairment losses (see note 2(i)(ii)),
if any. Cost includes the costs of construction of buildings,
the cost of acquiring land use rights, the costs of plant and
machinery and interest charges arising from borrowings used
to finance these assets during the period of construction or
installation and testing, if any. No provision for depreciation
and amortisation is made on construction in progress until
such time as the relevant assets are completed and are
available for intended use. When the assets concerned are
brought into use, the costs are transferred to property, plant
and equipment and prepaid lease payments and depreciated
and amortised in accordance with the policy as stated above.

Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form
of a lease.

(i)  Classification of assets leased to the Group

Assets held by the Group under leases which transfer
to the Group substantially all the risks and rewards of
ownership are classified as being held under finance
leases. Leases which do not transfer substantially all
the risks and rewards of ownership to the Group
are classified as operating leases, with the following

exceptions:
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Leased assets (Continued)

(i)

(ii)

EDERAERLDA

Classification of assets leased to the Group (Continued)

—  property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property on
a property-by-property basis and, if classified as
investment property, is accounted for as if held
under a finance lease (see note 2(f)); and

— land held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building situated
thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless the
building is also clearly held under an operating
lease. For these purposes, the inception of the
lease is the time that the lease was first entered
into by the Group, or taken over from the previous
lessee.

Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period of
the lease term except where the property is classified as
an investment property (see note 2(f)).
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0]

Impairment of assets

(i)

Impairment of investments in equity securities and other
receivables

Investments in equity securities (other than investments
in subsidiaries: see note 2(i)(ii)) and other current
and non-current receivables that are stated at cost or
amortised cost or are classified as available-for-sale
securities are reviewed at the end of each reporting
period to determine whether there is objective evidence
of impairment. Objective evidence of impairment
includes observable data that comes to the attention
of the Group about one or more of the following loss
events:

- significant financial difficulty of the debtor;

— a breach of contract, such as a default or

delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

—  significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— asignificant or prolonged decline in the fair value
of an investment in an equity instrument below its

cost.

Notes to the Financial Statements
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Impairment of assets (Continued)

()  Impairment of investments in equity securities and other
receivables (Continued)

If any such evidence exists, any impairment loss is
determined and recognised as follows:

—  For investments in jointly controlled entities
recognised using the equity method (see
note 2(d)), the impairment loss is measured
by comparing the recoverable amount of the
investment as a whole with its carrying amount in
accordance with note 2(i)(ii). The impairment loss
is reversed if there has been a favourable change
in the estimates used to determine the recoverable
amount in accordance with note 2(i)(ii).

—  For unquoted equity securities carried at cost, the
impairment loss is measured as the difference
between the carrying amount of the financial asset
and the estimated future cash flows, discounted
at the current market rate of return for a similar
financial asset where the effect of discounting is
material. Impairment losses for equity securities
carried at cost are not reversed.
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Notes to the Financial Statements

B % W E MR

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Impairment of assets (Continued)

()  Impairment of investments in equity securities and other

receivables (Continued)

For trade and other current receivables and other
financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate
computed at initial recognition of these assets),
where the effect of discounting is material. This
assessment is made collectively where financial
assets carried at amortised cost share similar risk
characteristics, such as similar past due status, and
have not been individually assessed as impaired.
Future cash flows for financial assets which are
assessed for impairment collectively are based on
historical loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease can be
linked objectively to an event occurring after the
impairment loss was recognised, the impairment
loss is reversed through profit or loss. A reversal
of an impairment loss shall not result in the asset’s
carrying amount exceeding that which would have
been determined had no impairment loss been
recognised in prior years.
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Notes to the Financial Statements

B % HE W
For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE
2. SIGNIFICANT ACCOUNTING POLICIES 2. FTESHBERE)
(Continued)
(i) Impairment of assets (Continued) () BERMEGE)

(i) Impairment of investments in equity securities and other
receivables (Continued)

—  For available-for-sale securities, the cumulative loss
that has been recognised in the fair value reserve
is reclassified to profit or loss. The amount of the
cumulative loss that is recognised in profit or loss
is the difference between the acquisition cost (net
of any principal repayment and amortisation) and
current fair value, less any impairment loss on that
asset previously recognised in profit or loss.

Impairment losses recognised in profit or loss in respect
of available-for-sale equity securities are not reversed
through profit or loss. Any subsequent increase in
the fair value of such assets is recognised in other
comprehensive income.

Impairment losses are written off against the corresponding
assets directly, except for impairment losses recognised in
respect of trade receivables included within trade and other
receivables, whose recovery is considered doubtful but not
remote. In this case, the impairment losses for doubtful debts
are recorded using an allowance account. When the Group
is satisfied that recovery is remote, the amount considered
irrecoverable is written off against trade receivables directly
and any amounts held in the allowance account relating to
that debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are reversed
against the allowance account. Other changes in the
allowance account and subsequent recoveries of amounts
previously written off directly are recognised in profit or loss.
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Notes to the Financial Statements
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0]

Impairment of assets (Continued)

(ii)

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to identify
indications that the following assets may be impaired
or an impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment;
—  prepaid lease payments; and
—  investments in subsidiaries.

If any such indication exists, the asset’s recoverable
amount is estimated.

—  Calculation of recoverable amount

The recoverable amount of an asset is the higher
of its fair value less costs to sell and its value in use.
In assessing value in use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-

generating unit).
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Notes to the Financial Statements
B % B & M &
For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESHEBE(E)

(Continued)

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses recognised
in respect of cash-generating units are allocated
to reduce the carrying amount of the assets in the
unit (or group of units) on a pro rata basis, except
that the carrying amount of an asset will not be
reduced below its individual fair value less costs to
sell, or value in use, if determinable.

Reversals of impairment losses

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0]

()

Impairment of assets (Continued)
(ii))  Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare
an interim financial report in compliance with HKAS
34, Interim financial reporting, in respect of the first six
months of the financial year. At the end of the interim
period, the Group applies the same impairment testing,
recognition, and reversal criteria as it would at the end
of the financial year (see notes 2(i)(i) and (ii)).

Impairment losses recognised in an interim period
in respect of available-for-sale equity securities and
unquoted equity securities carried at cost are not
reversed in a subsequent period. This is the case even if
no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of
the financial year to which the interim period relates.

Inventories

Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula
and comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the

sale.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(k)

)

(m)

EDERERLDA

Inventories (Continued)

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost less allowance
for impairment of doubtful debts (see note 2(i)(i)), except
where the receivables are interest-free loans made to related
parties without any fixed repayment terms or the effect
of discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment
of doubtful debts (see note 2(i)(i)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated
at amortised cost with any difference between the amount
initially recognised and redemption value being recognised
in profit or loss over the period of the borrowings, together
with any interest and fees payable, using the effective interest
method.

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured in
accordance with note 2(q)(i), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.
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Notes to the Financial Statements
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Cash and cash equivalents

(o)

Cash and cash equivalents comprise cash at bank and on

hand, demand deposits with banks and other financial

institutions, and short-term, highly liquid investments that

are readily convertible into known amounts of cash and

which are subject to an insignificant risk of changes in value,

having been within three months of maturity at acquisition.

Employee benefits

(i)

(ii)

Short term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
stated at their present values.

Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair
value is measured at grant date using the binomial
lattice model, taking into account the terms and
conditions upon which the options were granted.
Where the employees have to meet vesting conditions
before becoming unconditionally entitled to the share
options, the total estimated fair value of the options is
spread over the vesting period, taking into account the
probability that the options will vest.
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Notes to the Financial Statements
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For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o) Employee benefits (Continued)

(p)

EDERERLDA

(ii)

(iii)

Share-based payments (Continued)

During the vesting period, the number of share options
that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in
prior years is charged/credited to the profit or loss for
the year of the review, unless the original employee
expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On
vesting date, the amount recognised as an expense is
adjusted to reflect the actual number of options that
vest (with a corresponding adjustment to the capital
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market
price of the Company’s shares. The equity amount is
recognised in the capital reserve until either the option
is exercised (when it is transferred to the share premium
account) or the option expires (when it is released
directly to retained profits).

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal
plan which is without realistic possibility of withdrawal.

Income tax

Income tax for the year comprises current tax and

movements in deferred tax assets and liabilities. Current

tax and movements in deferred tax assets and liabilities are

recognised in profit or loss except to the extent that they

relate to items recognised in other comprehensive income or

directly in equity, in which case the relevant amounts of tax

are recognised in other comprehensive income or directly in

equity, respectively.
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Notes to the Financial Statements
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE(E)

(Continued)
(p) Income tax (Continued)

(p) FREHL ()

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future taxable
profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include
those that will arise from the reversal of existing taxable
temporary differences, provided that those differences relate
to the same taxation authority and the same taxable entity,
and are expected to reverse either in the same period as the
expected reversal of the deductible temporary difference
or in periods into which a tax loss arising from the deferred
tax asset can be carried back or forward. The same criteria
are adopted when determining whether existing taxable
temporary differences support the recognition of deferred
tax assets arising from unused tax losses and credits, that is,
those differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax

loss or credit can be utilised.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

Income tax (Continued)

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of
a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the case
of taxable differences, the Group controls the timing of
the reversal and it is probable that the differences will not
reverse in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:
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Notes to the Financial Statements
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For the year ended 31 December 2010 & Z—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Income tax (Continued)

in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.

(q) Financial guarantees issued, provisions and contingent

liabilities

(i)

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the
“holder"”) for a loss the holder incurs because a specified
debtor fails to make payment when due in accordance
with the terms of a debt instrument.
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Notes to the Financial Statements
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For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q) Financial guarantees issued, provisions and contingent
liabilities (Continued)

(i)

EDERERLDA

Financial guarantees issued (Continued)

Where the Group issues a financial guarantee, the fair
value of the guarantee (being the transaction price,
unless the fair value can otherwise be reliably estimated)
is initially recognised as deferred income within trade
and other payables. Where consideration is received
or receivable for the issuance of the guarantee, the
consideration is recognised in accordance with the
Group's policies applicable to that category of asset.
Where no such consideration is received or receivable,
an immediate expense is recognised in profit or loss on
initial recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised in accordance with note 2(q)ii) if and when
(i) it becomes probable that the holder of the guarantee
will call upon the Group under the guarantee, and (ii)
the amount of that claim on the Group is expected to
exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount
initially recognised, less accumulated amortisation.
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Notes to the Financial Statements

B WS KA

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE(E)

(Continued)

(q) Financial guarantees issued, provisions and contingent () BHUKER BERIAREE
liabilities (Continued) (%)
(i) Other provisions and contingent liabilities (i) BEmEERaAEE

Provisions are recognised for other liabilities of uncertain
timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future

events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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Notes to the Financial Statements

For the year ended 31 December 2010 & Z=—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

EDERERLDA

Revenue recognition

Revenue is measured at the fair value of the consideration

received or receivable. Provided it is probable that the

economic benefits will flow to the Group and the revenue

and costs, if applicable, can be measured reliably, revenue is

recognised in profit or loss as follows:

()

(ii)

(iii)

(iv)

Sale of goods

Revenue from sales of steel products and other goods is
recognised when goods are delivered at the customers’
premises which is taken to be the point in time when
the customer has accepted the goods and the related
risks and rewards of ownership. Revenue excludes value
added tax or other sales taxes and is after deduction of
any trade discounts.

Rental income from operating leases

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where an
alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income
in the accounting period in which they are earned.

Dividends

Dividend income from unlisted investments is
recognised when the shareholder’s right to receive
payment is established. Dividend income from listed
investments is recognised when the share price of the
investment goes ex-dividend.

Interest income

Interest income is recognised as it accrues using the
effective interest method.

2010 4 7R

BB W E N

—TEH-ASH—RIER

2. TESTHEE (&)

(r)

U 55 7 52
Wik Wk REZ ATFE
FTE - MRLENE LR

AEE - BWARAA (fiE@H)
BEF SEHET B0 - WAE S IRE

THIEEEE R RARER -
() HEEm

(ir)

(iir)

(iv)

=
=

an & E AR B ) 2 K
ﬁkgﬁfﬁﬁ(ﬂﬂ
R E TR E
%EL i K [0l ¥ 2 By )
R WE N BIRIEERSIE

Emmm
W My
z
\u:ﬂU

Y N BK o
&0

m%ﬁm I B Bk AT fa] &
=W
AREHLELZ HE WA

BEEERL R 2 AL
AREERBRRNNEEF R
ERHXRTER BRIEES
—EEFRERRCAEEER
FFﬁFEZﬂ sZBR B
Rz HERERBREERFR
R BRI 2 BT EHIE
FEH M o HAEHEER
BEZ TR ABRA -

K E
FELHEREZBREBARE
BRUSCER A 3R 2 e N e S By T
o EREZ BB AR
BEZIRERFRER

FIEMA
AR

VN ONESEN-TATIE
RERER -

87



v il

Notes to the Financial Statements
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For the year ended 31 December 2010 & Z—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

(s)

Revenue recognition (Continued)
(v)  Consultancy fee income

Consultancy fee income is recognised when the services
are rendered.

(vi)  Government subsidy

Subsidy income is recognised as revenue when there is
reasonable assurance that it will be received.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling
at the end of the reporting period. Exchange gains and losses
are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated in
foreign currencies that are stated at fair value are translated
using the foreign exchange rates ruling at the dates the fair
value was determined.

The results of foreign operations are translated into RMB at
the exchange rates approximating the foreign exchange rates
ruling at the dates of the transactions. Statement of financial
position items, including goodwill arising on consolidation
of foreign operations acquired on or after 1 January 2005,
are translated into RMB at the foreign exchange rates ruling
at the end of the reporting period. The resulting exchange
differences are recognised in other comprehensive income
and accumulated separately in equity in the exchange
reserve. Goodwill arising on consolidation of a foreign
operation acquired before 1 January 2005 is translated at the
foreign exchange rate that applied at the date of acquisition
of the foreign operation.
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Notes to the Financial Statements
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For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Translation of foreign currencies (Continued)

(t)

EDERERLDA

From 1 January 2010 onwards, on the disposal of a foreign
operation (i.e. a disposal of the Group’s entire interest in a
foreign operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation, a disposal
involving loss of joint control over a jointly controlled
entity that includes a foreign operation, or a disposal
involving loss of significant influence over an associate
that includes a foreign operation), all of the exchange
differences accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified to
profit or loss.

In the case of a partial disposal of a subsidiary that does not
result in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e.
partial disposals of associates or jointly controlled entities
that do not result in the Group losing significant influence
or joint control), the proportionate share of the accumulated
exchange differences is reclassified to profit or loss.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for
its intended use or sale are capitalised as part of the cost of
that asset. Other borrowing costs are expensed in profit or
loss in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of
a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially all
the activities necessary to prepare the qualifying asset for its
intended use or sale are interrupted or complete.
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Notes to the Financial Statements

B WS KA

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE(E)

(Continued)

(u) Discontinued operations (u) BRIEEK

A discontinued operation is a component of the Group’s
business, the operations and cash flows of which can be
clearly distinguished from the rest of the Group and which
represents a separate major line of business or geographical
area of operations, or is part of a single co-ordinated plan to
dispose of a separate major line of business or geographical
area of operations, or is a subsidiary acquired exclusively with
a view to resale.

Classification as a discontinued operation occurs upon
disposal or when the operation meets the criteria to be
classified as held for sale, if earlier. It also occurs if the
operation is abandoned.

Where an operation is classified as discontinued, a single
amount is presented on the face of the income statement,
which comprises:

—  the post-tax profit or loss of the discontinued operation;
and

— the post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or on the
disposal, of the assets or disposal group(s) constituting
the discontinued operation.
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Notes to the Financial Statements

For the year ended 31 December 2010 & Z=—

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Related parties

For the purpose of these financial statements, parties are

considered to be related to the Group if:

(i)

(if)

(iif)

(iv)

(vi)

the party has the ability, directly or indirectly through
one or more intermediaries, to control the Group or
exercise significant influence over the Group in making
financial and operating policy decisions, or has joint
control over the Group;

the Group and the party are subject to common control;

the party is an associate of the Group or a joint venture
in which the Group is a venturer;

the party is a member of key management personnel
of the Group or the Group's parent, or a close family
member of such an individual, or is an entity under the
control, joint control or significant influence of such
individuals;

the party is a close family member of a party referred
to in (i) or is an entity under the control, joint control or
significant influence of such individuals; or

the party is a post-employment benefit plan which is for
the benefit of employees of the Group or of any entity
that is a related party of the Group.

Close family members of an individual are those family

members who may be expected to influence, or be

influenced by, that individual in their dealings with the entity.
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Notes to the Financial Statements

. HBHEHE

% For the year ended 31 December 2010 #HZE—T—TF+_A=+—HILFE
2. SIGNIFICANT ACCOUNTING POLICIES 2. FESTTHE(E)
(Continued)

(w) Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to the Group’s
chief operating decision maker for the purposes of allocating
resources to, and assessing the performance of, the Group's
various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has adopted the following new and revised standards,

amendments and interpretations (“new and revised HKFRSs") that

are first effective for the current accounting period.

HKFRS 2 (Amendments) Group cash-settled share-based
payment transactions

HKFRS 3 (revised 2008) Business combinations

HKAS 27 (revised 2008) Consolidated and separate
financial statements

Financial instruments:
Recognition and measurement
— eligible hedged items

HKAS 39 (Amendments)

HK(IFRIC) 17 Distributions of non-cash assets to
owners
HK(Int) 5 Presentation of financial

statements — classification by
the borrower of a term loan
that contains a repayment on
demand clause

Improvements to HKFRSs issued
in 2009

Amendments to HKFRS 5 as part
of Improvements to
HKFRSs issued in 2008

HKFRSs (Amendments)

HKFRSs (Amendments)

The adoption of the new and revised HKFRSs has had no material
effect on the consolidated financial statements of the Group for
the current or prior accounting periods.

HKFRS 3 (revised 2008), Business combinations

As a result of the adoption of HKFRS 3 (revised 2008), any
business combination acquired on or after 1 January 2010 will
be recognised in accordance with the requirements under HKFRS
3 (revised 2008). Its application has affected the accounting for
business combinations in the current year.
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Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 & ZE—

3. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 3 (revised 2008) allows a choice on a transaction-by-
transaction basis for the measurement of non-controlling
interests at the date of acquisition either at fair value or at
the non-controlling interests’ share of recognised identifiable
net assets of the acquiree. Consequently, the goodwill
recognised in respect of the acquisition reflects the impact of
the difference between the fair value of the non-controlling
interests and their share of the recognised amount of the
identifiable net assets of the acquiree.

HKFRS 3 (revised 2008) changes the recognition and
subsequent accounting requirements for contingent
consideration. Previously, contingent consideration was
recognised at the acquisition date only if payment of the
contingent consideration was probable and it could be
measured reliably; any subsequent adjustments to the
contingent consideration were always made against the cost
of the acquisition. Under the revised standard, contingent
consideration is measured at fair value at the acquisition
date. Subsequent adjustments, if any, to the consideration
are recognised against the cost of the acquisition only to
the extent that they arise from new information obtained
within the measurement period (a maximum of 12 months
from the acquisition date) about the fair value at the date of
acquisition. All other subsequent adjustments to contingent
consideration classified as an asset or a liability are recognised
in profit or loss.

HKFRS 3 (revised 2008) requires the recognition of a
settlement gain or loss when the business combination in
effect settles a pre-existing relationship between the Group
and the acquiree.

HKFRS 3 (revised 2008) requires acquisition-related costs to
be accounted for separately from the business combination,
with those costs being recognised as an expense in profit or
loss as incurred. Previously, they were accounted for as part
of the cost of the acquisition.
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 3 (revised 2008) requires that where the acquiree has
accumulated tax losses or other temporary deductible differences
and these fail to meet the recognition criteria for deferred tax
assets at the date of acquisition, any subsequent recognition of
these assets will be recognised in profit or loss, rather than as an
adjustment to goodwill as was previously the policy.

In accordance with the transitional provisions in HKFRS 3 (revised
2008), these new accounting policies will be applied prospectively
to any business combinations in the current or future periods. The
new policy in respect of recognition in the movement of deferred
tax assets will also be applied prospectively to accumulated tax
losses and other temporary deductible differences acquired in
previous business combinations. No adjustments have been made
to the carrying amounts of assets and liabilities that arose from
business combinations whose acquisition dates preceded the
application of this revised standard.

HKAS 27 (revised 2008), Consolidated and Separate
Financial Statements

The application of HKAS 27 (amended 2008) has resulted in
changes in the Group’s accounting policies for changes in
ownership interests in subsidiaries.

Specifically, the revised standard has affected the Group’s
accounting policies regarding changes in ownership interests in
its subsidiaries that do not result in loss of control. Previously,
increases in interests in existing subsidiaries were treated in the
same manner as the acquisition of subsidiaries, with goodwill or a
bargain purchase gain being recognised. For decreases in interests
in existing subsidiaries that did not involve a loss of control, the
difference between the consideration received and the adjustment
to the non-controlling interests was recognised in profit or loss.
Under HKAS 27 (amended 2008), all such increases or decreases
are dealt with in equity, with no impact on goodwill or profit or
loss.
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B % WS MR

For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

When control of a subsidiary is lost as a result of a transaction,
event or other circumstance, HKAS 27 (amended 2008) requires
the derecognition of all assets, liabilities and non-controlling
interests at their carrying amount and to recognise the fair value
of the consideration received. Any retained interest in the former
subsidiary is recognised at its fair value at the date control is lost.
The resulting difference is recognised as a gain or loss in profit or
loss.

In accordance with the transitional provisions of HKAS 27, these
changes in accounting policies will be applied prospectively to
transactions in current or future periods and therefore previous
periods have not been restated.

The application of the revised standard has affected the
accounting for the Group's disposal of part of its interest in Glory
World Development Limited (“Glory World”) in the current year.
The change in policy has resulted in the recognition of a loss of
RMB67,000 relating to the re-measurement at fair value of the
equity interest in Glory World retained by the Group as at jointly
controlled entity following the Group’s loss of control thereof.
Therefore, the change in accounting policy has resulted in a
decrease in the profit for the year of RMB34,000.
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(Continued)

Amendments to HKAS 17 Leases, as part of Improvements
to HKFRSs issued in 2009

HKAS 17 Leases has been amended in relation to the classification
of leasehold land. Before the amendments to HKAS 17, the
Group was required to classify leasehold land as operating leases
and to present leasehold land as prepaid lease payments in the
consolidated statement of financial position. The amendments to
HKAS 17 have removed such a requirement. The amendments
require that the classification of leasehold land should be based on
the general principles set out in HKAS 17, that is, whether or not
substantially all the risks and rewards incidental to ownership of a
leased asset have been transferred to the lessee.

In accordance with the transitional provisions set out in the
amendments to HKAS 17, the Group reassessed the classification
of unexpired leasehold land as at 1 January 2010 based on
information that existed at the inception of the leases. Leasehold
land that qualifies for finance lease classification has been
reclassified from prepaid lease payment to property, plant, and
equipment retrospectively.

The application of the amendments to HKAS 17 has had no impact

on the classification of leasehold lands and the reported profit or
loss of the Group for the current and prior years.
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Hong Kong Interpretation 5, Presentation of Financial
Statements — Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause

Hong Kong Interpretation 5 Presentation of Financial Statements
— Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause (“HK(Int) 5”) clarifies that term
loans that include a clause that gives the lender the unconditional
right to call the loans at any time (“repayment on demand clause”)
should be classified by the borrower as current liabilities. The
Group has applied HK(Int) 5 for the first time in the current year.
HK(Int) 5 requires retrospective application.

In order to comply with the requirements set out in HK(Int) 5,
the Group has changed its accounting policy on classification of
term loans with a repayment on demand clause. In the past, the
classification of such term loans were determined based on the
agreed scheduled repayment dates set out in the loan agreements.
Under HK(Int) 5, term loans with a repayment on demand clause
are classified as current liabilities.

The application of HK(Int) 5 has had no impact on the classification
of term loans and the reported profit or loss of the Group for the

current and prior years.
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Amendments to HKAS 1 Presentation of Financial
Statements (as part of Improvements to HKFRSs issued in
2009)

The amendments to HKAS 1 clarify that the potential settlement
of a liability by the issue of equity is not relevant to its classification
as current or non-current. By amending the definition of current
liability, the amendment permits a liability to be classified as non-
current, provided that the entity has an unconditional right to
defer settlement by transfer of cash or other assets for at least
12 months after the accounting period, notwithstanding that the
entity could be required by the counterparty to settle in shares at
any time.

This amendment has had no effect on the amounts reported in
the current and prior years because the Group has not issued
instruments of this nature.

Amendments to HKAS 7 Statement of Cash Flows (as part of
Improvements to HKFRSs issued in 2009)

The amendments to HKAS 7 specify that only expenditures that
result in a recognised asset in the statement of financial position
can be classified as investing activities in the statement of cash
flows.

The application of the amendments to HKAS 7 has had no impact
on the preparation of cash flows for the current and prior years.
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Amendments to HKFRS 5, Non-current Assets Held for Sale
and Discontinued Operations (as part of Improvements to
HKFRSs issued in 2009)

The amendments to HKFRS 5 clarify that the disclosure
requirements in HKFRSs other than HKFRS 5 do not apply to non-
current assets (or disposal groups) classified as held for sale or
discontinued operations unless those HKFRSs require (i) specific
disclosures in respect of non-current assets (or disposal groups)
classified as held for sale or discontinued operations, or (ii)
disclosures about measurement of assets and liabilities within a
disposal group that are not within the scope of the measurement
requirement of HKFRS 5 and the disclosures are not already
provided in the consolidated financial statements.

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.
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4. TURNOVER

For the year ended 31 December 2010 & Z=—

Turnover represents the sales value of goods supplied to customers

and rental income. The amount of each significant category of

revenue recognised in turnover during the year is as follows:

4, EHEX

Notes to the Financial Statements

BB W E W

—TEH-ASH—RIER

EXRERRATFHEZEMNEE
BEARESBA -FA EL2XH
BRZEEIZWSBRINAT

2010 2009
—E-ZF —TTNEF
RMB’ 000 RMB" 000
FrARY FHARY
(Restated)
(geE o)
Continuing operations FHEKEER
Sales of goods: HEEBY -
— steel pipes, steel sheets and —WE WA REA
other products made ] 385 2 oh
of steel 538,997 418,392
— others —H Aty - 830
538,997 419,222
Gross rentals from leasing of aircrafts TR &~ & 4258 7,961 8,033
546,958 427,255
Discontinued operation (note 8) B IEZES (EE8)
Gross rentals from investment WEYHE B
property 4,261 8,330
551,219 435,585
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. HBEsME

. For the year ended 31 December 2010 #HZEZZF—ZTF+-_A=+—HIFE

5. OTHER REVENUE AND OTHER NET INCOME/ 5. HMwBEBREMKA S (B

(LOSS) B) 8
Continuing operations  Discontinued operation Consolidated
BELEER BRILER G
2010 2009 2010 2009 2010 2009
“E-Z% ZETNG ZE-BF -ZRTINE -B-5F ZEENE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
TRAR® TRAR® TRARY® TRARE FTRARE TRARE
(Restated) (Restated) (Restated)
(BE3) (B=35) (mE75)
Other revenue Hts
Interest income on bank deposits RAFRLFEHA 1,018 579 75 11 1,093 590
Interest income on loan to a ERT—RAREH
jointly controlled entity ERZFSHA 218 - - - 278 -
Total interest income on financial DHEATEIAER
assets not at fair value through CERAEZMEHA
profit or loss 1,296 579 75 1 1371 590
Consultancy fee income EREBNA 339 356 - - 339 356
Commission income ELON - 1 - - - 1
Government subsidy (note) BT (B zE) 914 661 - - 914 661
Dividend income from unlisted RETERREBA
securities m - - - m -
Sales of scrap materials HEREH 7,909 4,384 - - 7,909 4,384
Sundry income BB 608 487 9 351 617 838
11,777 6,468 84 362 11,861 6,830
Other net income/(loss) HitBA/ (B8B) 38
Gain on disposal of investment MERENE 2 e
property - - 11,630 - 11,630 -
Net realised and unrealised HERSEFZEER
loss on trading securities RrAERERTE (169) - - - (169) -
Gain on sale of available-for- HEATRNESREE
sale financial assets W& 1,370 - - - 1,370 -
Reversal of impairment loss BEZ SRR
on trade receivables LREER 800 55 - - 800 55
Impairment loss on trade receivables & ZEWIEF 2 HIERE (@28)|  (1,116) - - (428)|  (1,116)
Net realised and unrealised BRATENAKE R
gain on financial assets LEREECDER
designated as at fair value RAERMEFE
through profit or loss 743 - - - 743 -
2,316 (1,061) 11,630 - 13,946 (1,061)
14,093 5,407 11,714 362 25,807 5,769

Mia: BRI RERNSERFARPE
BT PP 2 ¥ Bh - RLABEFTE
EZRA - TEHHORMBAS -

Note: The government subsidy mainly represents the subsidies received by
the Group from the PRC government authorities during the years for
compensating the costs incurred, mainly the export insurance expenses.
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B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

6. PROFIT FOR THE YEAR

Profit for the year is arrived at after charging/(crediting):

6. FREF

FrgFe M, GtA)

Continuing operations  Discontinued operation Consolidated
BELEER BRIEEE g8
2010 2009 2010 2009 2010 2009
“E-ZF TN ZE-BF ZZTNE -E-5F ZZEINF
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
FTrARY TRAR® TRARY® TTARE TRARE TRARE
(Restated) (Restated) (Restated)
(mE5) (e &35)) (1 E5)
(a)  Finance costs (a) ®ERE
Interest on bank borrowings BAEELHE
— wholly repayable within -HERRBEER
five years 2,764 596 183 1,757 2,947 2,353
- not wholly repayable ~¥RERZEER
within five years - 1,538 1,495 1,022 1,495 2,560
Interest on amount due to R ERERDF
ultimate holding company HEZFE 38 - - - 38 -
Total interest expenses on DHEATEIIABER
financial liabilities not at ZERBEZHNE
fair value through profit R s
or loss 2,802 2,134 1,678 2,779 4,480 4913

ETERERAAT 2010 F R
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B WS KA

For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

b |

P 6. PROFIT FOR THE YEAR (Continued) 6. FrmAl (&)
"‘_‘f Continuing operations  Discontinued operation Consolidated
. BREERE BRLER e

2010 2009 2010 2009 2010 2009
“E-BF CEERAF CR-%F CETTNGF CER-%F CITNA
RMB'000  RVB'000  RMB'0O00  RMB'000  RMB'000  RMB'000
TRARE TIARE TRARE TIARE TRARE TTAR®

(Restated) (Restated) (Restated)
(EE5) (&E5) (BE7)
(b)  Staff costs (b) EERK
(including directors’ (BEEEME)
remuneration)
Contributions to defined A B R AR
contribution retirement SHEIE
plans 2,357 2,371 - - 2,357 2,371
Salaries, wages and oo 2HREY
other benefits &l 18,173 16,503 106 - 18,279 16,503
20,530 18,874 106 - 20,636 18,874
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

6. PROFIT FOR THE YEAR (Continued)

6. FRiEA (&)

Continuing operations  Discontinued operation Consolidated
BELEEEK BRIEEHR ge
2010 2009 2010 2009 2010 2009
“E-2F —ITNF ZB-BF -“ZTNE -B-%F _TTNF
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
FTrARYE TRARY TRAR® TrARE TRARY® TIARE
(Restated) (Restated) (Restated)
(& E75) (BE75) (mE5)
()  Otheritems (0 HftEE
Auditors' remuneration B
- audit services Ay 653 660 - - 653 660
- other services R 1,220 290 - - 1,220 290
Cost of inventories* (note 22) BERA (RM22) | 504690 | 385416 - - | 50469 | 385416
Depreciation for property, nE BERRE
plant and equipment LE 15,066 13814 - - 15,066 13814
Amortisation of prepaid lease BREETE EH
payments 278 266 - - 278 266
Operating leases charges: @ERHZM -
minimum lease payments REREMT 1,244 966 18 p! 1,262 990
Impairment loss on available- HHERREE
for-sale financial assets LREER - 2,288 - - - 2,88
Gross rental income from BEMZE REWA
investment property less EEHEEH
direct outgoings of 890,000 AR
RMB890,000 (ZZTNE:
(2009: RMB1,321,000)* 1,321,0007T A - - (3,371) (7,009) (3.371) (7,009)
R
Net foreign exchange loss EXERFE 1,017 290 - 2 1,017 311
Net loss on disposal of property, LENE #R
plant and equipment LG BETE 345 918 - - 345 918
Loss on disposal of a subsidiary BERIEEBAG
attributable to discontinued HERBAR
operation (note 8) BB (i) - - 12,006 - 12,006 -
Loss on loss of control in KENBARES
subsidiaries (note 35(b)) 1.2 B 18 (Fi3835(0) 67 - - - 67 -

# Cost of inventories includes (i) RMB20,514,000 (2009: RMB15,689,000)
relating to staff costs, depreciation, operating lease charges and write
down of inventories; and (ii) reversal of write down of inventories of
RMB4,859,000 (2009: RMB30,321,000) for the year ended 31 December
2010 which amount are also included in the respective total amounts
disclosed separately above or in note 6(b) for each of these types of

expenses.

* All the direct outgoings of RMB890,000 (2009: RMB1,321,000) are
arising from investment property that generated rental income during the

year.

XEERERAA

2010 4 7R

FE R AR F B HE() 20,514,0007T A K
¥ (ZZZTH4F : 15,689,000T A RE)
REREE-_T—ZTF+_A=1+—
ALtEEZEIRA TE - K&H
SR AR EEMOR R B R
754,859,000t AR (ZZT T NF -
30,321,000C AR¥) - BEAEE MMEtA
BB S RES S AR
Mt zE6(b)H 7l 7R o

FREEEEF H890,000T AR (=
TE A 1,321,000t ARE) Thk A
EEHASBWAZERENE -
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

7. INCOME TAX IN THE CONSOLIDATED 7. REWBERZFIBH
INCOME STATEMENT
(a) Taxation in the consolidated income statement represents: (a) HZEWTmRTFHIES:
Continuing operations  Discontinued operation Consolidated
BESEER BRIEER &8

2010 2009 2010 2009 2010 2009
S$-%F “IINF SE-FF CITNF CE-¥F CRIAE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
TRARE TTARE TRARE TIARE TRARE TLARK

(Restated) (Restated) (Restated)
(EE5) (m=E7) (& &5)
Current tax - Provision NERE-FERE
for the year
- Taiwan Enterprise —REGEREN
Income Tax 250 315 1,490 - 1,740 315
- Other jurisdictions Bt AR 10 - - - 10 -
260 315 1,490 - 1,750 315
Current tax - Under NEHE-BAFE
provision in respect BETR
of prior years
— PRC Enterprise Income Tax ~FEMERER - 1,980 - - - 1,980
- PRC Withholding tax —HREEMH - 844 - - - 844
- 2,824 - - - 2,824
260 3,139 1,490 - 1,750 3,139
Deferred tax (note 30(b)) B E (H330(b))
- Origination and reversal -REEEZRA
of temporary difference S3EE - - (5,995) - (5,995) -
- Attributable to a change -HEEHMY
in tax rate - - (1,064) (1,066) (1,064) (1,066)
- - (7,059) (1,066) (7,059) (1,066)
260 3,139 (5,569) (1,066) (5,309) 2,073
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

7. INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (Continued)
(@) Taxation in the consolidated income statement represents:
(Continued)

(i)

(if)

(iif)

EDERAERLDA

Pursuant to the rules and regulations of Cayman Islands
and British Virgin Islands, the Group is not subject to any
income tax in Cayman Islands and British Virgin Islands
during the year (2009: Nil).

No provision for Hong Kong Profits Tax has been made
as the Group did not have any assessable profits subject
to Hong Kong Profits Tax during the year (2009: Nil).

According to the Corporate Income Tax Law of the PRC
and Circular 39, the tax rate of the PRC subsidiary is
gradually increased from 15% to 25% over a five-year
transitional period (18% in 2008, 20% in 2009, 22% in
2010, 24% in 2011 and 25% in 2012 and thereafter).

No PRC Enterprise Income Tax has been provided for
in the financial statements as the PRC subsidiary has
accumulated tax losses brought forward which exceed
the estimated assessable profits for the year.

Additionally, a 10% withholding tax is levied on
dividends declared to foreign investors from the PRC
effective from 1 January 2008. A lower withholding tax
rate may be applied if there is a tax treaty arrangement
between the PRC and jurisdiction of the foreign
investors.

2010 4 7R

7. ZEWERZHAER (&)

() HAWERZHER (&)

(iii)

RIEHSES & HEEE LR
SZRARER AEER
FREABNASHERE
BREZBESZAMAAEH
ZETNEF | o

HRAKEERNFEIL EE
RBOE A - E U W EEHE
BNEHEE (—TTAF:
&) -

BEPBRCEMSTARSE
395BAN - REMBARZ
MEERFBEREBRI5%
FEH EFAER5% (ZZEE)N
F18% « ZTT NF20% »
:g—;fizz% OB
F24% —FE——FRHE
25%) ©

i 3R PO 30 4 ke b 2
FS BB - AT
B A G A R i
S8R I 4 PO B R B
F o

o BZEENEFE—A—
B BRAIMNEREES
IR B B2 BB 10%
B o WP B RSN E
EMBRIEEE CHEAD
BEBEZH AARRER
IR
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

7.

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (Continued)

(@

Taxation in the consolidated income statement represents:
(Continued)

(iv)

(vi)

Vietnam income tax is calculated at 25% (2009: 25%)
of estimated assessable profits for the year. Vietnam
Mayer Company Limited (“Vietnam Mayer”) is entitled
to a tax concession period in which it is fully exempted
from Vietnam income tax for 3 years starting from its
first profit-making year (after net off accumulated tax
losses), followed by a 50% reduction in the Vietnam
income tax for the next 7 years. The first profit making
year of Vietnam Mayer is 2008. Accordingly, no
provision for Vietnam income tax has been made as
Vietnam Mayer is exempted from Vietnam income tax in
2009 and 2010.

The provision for Taiwan Enterprise Income Tax for
2010 regarding the business of leasing of aircrafts and
provision of consultancy service is calculated at a rate
of 20% (2009: 25%) of estimated assessable profits for
the year.

The provision for Taiwan Enterprise Income Tax for
2010 regarding the business of property investment is
calculated at a rate of 17% (2009: 25%) of estimated
assessable profits for the year.

Taxation arising in other jurisdictions are calculated at
the rates prevailing in the relevant jurisdictions.

7. MEWBRZABH (B

(a)

RARERZHER (&)

(iv)

(vi)

# m P AS B 70 B R A T
FE R BLR R 1R25% (Z T F
JUE 1 25%) 5T & ° Vietnam
Mayer Company Limited ([
METDAIZERBRESR
B Bt EREEERE
B (KR E2AREERE)
B =FREERHMEAT
S5 Big - F Al % —
FZHEMER ZETN
FRYUMERZ GEENF
B -BR-_ZTZNFR-F
—ZSFERHUEMEN
UE I R P S T4 o

—E-BEAEDEMEH
ZRETRIEEE  E5E
B A FE A R E A
BB E20% (ZZEZTNF -

25%)EHHE °

MEREEHR T —FF
BELEAEHR BB

R17% (ZEZNF : 25%)
FHE o

S ity FUA B B 2 2 BUBR
M RS 2 BTHE
s o
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

7. INCOME TAX IN THE CONSOLIDATED 7. REWBERZAEH (&)

INCOME STATEMENT (Continued)

(b) Reconciliation between tax expense/(credit) and accounting (b) WEAMRFEZ2FHESLLE, (K
profit/(loss) at applicable tax rates: %) BEstafl (FR) 2 ik :
(i) Continuing operations () FEKEXER

2010 2009
—E-ZF ZETNF
RMB’ 000 RMB’ 000
FTRARYE FTARE
(Restated)
(5&&E5)

Loss before taxation BrA% AT ET 1B (102) (1,174)
Notional tax on loss before BrIGATEIE c BETIIE

taxation, calculated at the rates  1RiE RN A BB X %A

applicable to profits in the ZHEHNE

countries concerned 348 119
Tax effect of non-deductible TR Z 2 IR &

expenses 1,863 2,985
Tax effect of non-taxable income ~ BARHWA 2 FHIBHLE (201) (6,426)
Tax effect of tax losses not RIERZTRIBEE

recognised B E 1,533 3,958
Tax effect of profits entitled to i A] = B I FA 4 S A

tax exemption in Vietnam 2B 2 (944) (169)
Tax effect of utilisation of BARNAEFER

deductible temporary RIER 2 A HF

differences not recognised ERERZ

in prior years MIEZE (2,332) -
Tax effect of share of profit of FE(RHEEEHEE

jointly controlled entities i N 2 IR R B (5) -
Under provision in prior years BAFEIBEDR - 1,980
Others EAh (2) (152)

260 2,295

Withholding tax paid [EERBEEE - 844
Actual tax expense BERBERE 260 3,139

ETERERAAT 2010 F R

109



Notes to the Financial Statements

B WS KA

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

7.

INCOME TAX IN THE CONSOLIDATED 7.
INCOME STATEMENT (Continued)

(b)

Reconciliation between tax expense/(credit) and accounting
profit/(loss) at applicable tax rates: (Continued)

meEWERZAEH (&)

b RERBERGEBIAS L (ER)
Beshaf, (8518) 28k : (8)

(ii) Discontinued operation (i) DHRLER
2010 2009
—E-ZF ZZEThF
RMB’ 000 RMB’ 000
FRARY FTARE
(Restated)
(5&&E5)
Profit before taxation BR 5 AT 23,759 4,518
Notional tax on profit before EREBAETIHE
taxation, calculated at the rates BRARREMZFE
applicable to profits in the MERB AR A EHE
countries concerned ZEETIEA 4,039 1,130
Tax effect of non-deductible TR Z L 2 IR &
expenses 511 -
Tax effect of non-taxable income  B/BERF U A 2 FiIE 5 £ (9,155) (485)
Tax effect of utilisation of B AR AT FE H R TR
deductible temporary ZAMBERER
differences not recognised AT E
in prior years (28) (645)
Effect on deferred tax balances R—A—BEKREEE
at 1 January resulting from B R TA A #
a change in tax rate a7 (1,064) (1,066)
Others Hth 128 -
Actual tax credit (note 8) BERBIER L (H5E8) (5.569) (1,066)
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

DISCONTINUED OPERATION

During the year, the Group ceased its property investment
operation by disposal of the investment property located in Taiwan
held by Mei Kong Shih Ye Limited (“Mei Kong”), a subsidiary
of the Group engaged in property investment operation, to
China Life Insurance Co., Ltd. (“China Life"”), an independent
third party, for a net consideration of NTD1,138,899,000
(equivalent to approximately RMB243,040,000) (gross
proceeds of NTD1,230,000,000 (equivalent to approximately
RMB262,482,000) less related cost of disposal of NTD91,101,000
(equivalent to approximately RMB19,442,000) on 15 July 2010,
and disposal of 100% equity interests in Mei Kong to Mayer
Steel Pipe Corporation (“Taiwan Mayer"”), the ultimate holding
company of the Company, for a consideration of NTD260,474,000
(equivalent to approximately RMB55,481,000) on 27 September
2010.

The results of discontinued operation for the period from 1 January
2010 to 27 September 2010 (the date of disposal of Mei Kong)
included in the consolidated income statement and consolidated
statement of cash flows are set out below. The comparative
profit and cash flows from discontinued operation have been re-
presented to include the operation classified as discontinued in the
current year.

EHnERBERLA 2010 F =&

CRIEETE

FR AEBREENR-ZT—ZTFLA
+ F B LAF R {E1,138,899,0007T 5T &
s (F8E 7 49243,040,0007T A R %)
(P18 3} 78 #2.%81,230,000,0007C 1 &
s (FBE M #9262,482,0007T A R ) iRk
HRE & A Z91,101,0007CH# & ¥ (48
B #19,442,0007t AREE) HEHE
EEERGBRAR ([EZ] A&
BEHBEAR  WEMEREER)HF
BARBEBZREMETEIE=H
FEASRERDAERAR ([HEA
5 UER_Z—ZTFNA-_++H
LA (8260,474,0007C 31 & 8 (V& R
#955,481,0007C A R #) #% E1£100%
BAERE FETMEMBHERD
AI([AEBXER]  RRARZHEEERA
A]) ERIEEYIEREER -

HARRRRGEERASRERMES
BRIEEBR-_Z—TF—-—HA—BZ
“E-EFNAAT LR (HEXEE
B)ZHEHINMT - ERIEEB 2
BORMMREEREC TEHNZY
ERANFEINBORIEZER -
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

8. DISCONTINUED OPERATION (Continued) 8. OARILEK(E)
1/1/2010 1/1/2009
to to

27/09/2010 31/12/2009
M-E-BF M-TTAF
—A—HEZE —A—H=z
—§-%F CTTNE
AB=+tA+=A=+—~

RMB’ 000 RMB’ 000

FRARYE FLTARE

(Restated)

(5&E5)

Turnover (note 4) B () 4,261 8,330

Other revenue (note 5) H U as (BT EES) 84 362

Other net income (note 5) E AW AEEE (I 5E5) 11,630 -
Valuation gain on investment BEME 2 HERE

property (note 14(a)) (Pt 5E14(a)) 10,543 -
Administrative expenses THHX (1,081) (1,395)
Profit from operation Fea=inil 25,437 7,297
Finance costs (note 6(a)) BbE RN (M RE6(a)) (1,678) (2,779)
Profit before taxation o B8 ) 23,759 4,518
Income tax (note 7(b)(ii)) P35 (B EE7(b) (i) 5,569 1,066

29,328 5,584
Loss on disposal of discontinued HECKIEER 2 EIE

operation (including RMB172,000 (BREARLEERIEES

reclassification of exchange reserve B EE R AR

from equity to profit or loss on 172,0007C A #E z=

disposal of discontinued operation) EREEER)

(note 6(c) and note 35(a)) (Pt 5¥6(c) M Mt 5E35(a) (12,006) -
Income tax IESE) - -
Loss on disposal of discontinued HEDRIEEBZEE -

operation, net of tax BRI IR (12,006) -
Profit from discontinued operation ERIEEB 2w

(attributable to owners (RAEB AFEL)

of the Company) 17,322 5,584
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

8. DISCONTINUED OPERATION (Continued) 8. BARIEK(E)
The net cash flows attributable to the discontinued operation for BRIFEBEGE FRNFRETE
the period/year are as follows: N
1/1/2010 1/1/2009
to to

27/09/2010 31/12/2009
M=F—FF M-TIAF

—H—B% —H—H=E
—E-TF C—TThF
hB=+tB+=-A=+—8
RMB’ 000 RMB’ 000
FRARY FLTARE
(Restated)
(5&E5)
Net cash generated from/(used in) EER /(AR EE%EE
operating activities ZFBRE 865 (6,276)
Net cash generated from/(used in) EER/ (AR)BEER
investing activities ZEEE 230,158 (238)
Net cash (used in)/generated (AR /EEXRBEES
from financing activities ZEBRE (176,937) 4,817
54,086 (1,697)
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

% 9. DIRECTORS’ REMUNERATION 9. EEM<E
{ Directors’ remuneration disclosed pursuant to section 161 of the BEEBATGANEI6HEEECES
Hong Kong Companies Ordinance is as follows: BMemT

Year ended 31 December 2010
BE-Z-ZE+-A=+-HLEE

Discretionary

Salaries, and
allowances performance

and other related  Retirement
Directors’ benefits incentive scheme
fees inkind  payments contributions Total
¥ BER
RER  REHEE Bk
EsRe  BEYAE 0 RBRE HEER b
Note RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000
fizE FTrARYE TrARY® TrAR® TrAR%E TaARE
Executive directors BITES
Mr. Hsiao Ming-chih Basat - 87 - - 87
Mr. Lai Yueh-hsing REMmEE - 538 - - 538
Mr. Lo Haw BERE ) - 425 - - 425
Mr. Lu Wen-yi BNERE - 157 - - 157
Mr. Chiang Jen-chin B - 261 - - 261
Mr. Cheng Dar-terng gt () - 118 - - 118
Mr. Cheng Koon Cheung EERLE (i 13 - - - 113
Non-executive directors FUTES
Mr. Huang Chun-fa BERRE (iv) - 65 - - 65
Mr. Chan Kin Sang REEEEE (i) 170 - - - 170
Mr. Chen Guoxiang RERLE (i) 2 - - - 2
Mr. Li Degiang X (il 2 - - - by)
Independent non-executive ~ BUFHTES
directors
Mr. Lin Sheng-bin WEREE 26 - - - 26
Mr. Huang Jui-hsiang Bl RE 26 - - - 26
Mr. Alvin Chiu BEELE 199 - - - 199
Mr. Nguyen Van Tu Peter MEELE (i) 7 - - - 7
649 1,651 - - 2,300
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

9. DIRECTORS’' REMUNERATION (Continued)

9. EEME (&)
Year ended 31 December 2009
BE-RTAET-ASt-ALEE

Discretionary
Salaries, and
allowances  performance
and other related  Retirement
Directors’ benefits incentive scheme
fees in kind payments  contributions Total
e BER
EB R FEIEE BIK
Bk BN REFE HEES b
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ik FEARE FRARE TFRARE TFIARE TFTRARE
Executive directors HTES
Mr. Hsiao Ming-chih Basat - 88 - - 88
Mr. Lai Yueh-hsing REmLE - 528 - - 528
Mr. Lo Haw BERHE ) - 309 - - 309
Dr. Lin Meng-chang HAEET 0] - - - - -
Mr. Lu Wen-yi AXELE - 158 - - 158
Mr. Chiang Jen-chin BLSEE - 264 - - 264
Mr. Cheng Dar-terng ey ot (i) - 159 - - 159
Non-executive director FUTES
Mr. Huang Chun-fa BEEELAE (i) - 88 - - 88
Independent non-executive ~ BUFHTEES
directors
Mr. Lin Sheng-bin WEREE 26 - - - 2
Mr. Huang Ju-hsiang B LE 26 - - - 26
Mr. Alvin Chiu BEELE 201 - - - 201
253 1,504 - - 1,847
Notes: B -
(i)  Resigned on 11 February 2009. )y BRZZEZAF_A+—HEHT-
(i)  Appointed on 14 June 2010. iy RZE-—ZFATHAZEE-
(i) Appointed on 28 September 2010. iy RZE-—ZFAAZFTNBZZEE-
(iv)  Resigned on 28 September 2010. vy BERZZE—ZTFANA-FTN\HET-
(v)  Resigned on 11 March 2011. vy BRZZE——F=A+—H#T-

XEERERAA
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

10.

at

DIRECTORS’ REMUNERATION (Continued)

As at 31 December 2010 and 2009, none of the directors held
any share options under the Company’s share option scheme.
The details of the share option scheme are set out in the report of
directors and note 32 to the financial statements.

For the years ended 31 December 2010 and 2009, no emolument
was paid to the directors as an inducement to join or upon joining
the Group or as compensation for loss of office. There was no
arrangement under which a director waived or agreed to waive
any remuneration for the years ended 31 December 2010 and
2009.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments in the Group,
two (2009: two) are directors of the Company whose emoluments
are disclosed in note 9. The aggregate of the emoluments in
respect of the other three (2009: three) individuals are as follows:

9.

10.

EEME (E)

R-ZE—ZEFR_ZTENLFF+=A
=+—H BMESEEREARARAZE
P& 5 B 5 75 (T () B AR o BB AR ST
BEloHBHNESEMERME32-

REBEZZE-—ZEFRETNF+=
A=+—HLtFE YERNEEIH
B & AYE A DN B2 sk A I R AR SR BB 2.
RESIERBBEE - REE - —
TERZETNFF+ZA=+—AH1E
FEITEEEHNENRENENS 2
ZHE o

REHMAL

AEBRAERSHFMALY MBS
ARBER(ZTETNF WA) - H
FMERIMEIRE - T =R (=F
THF: =B) AL ZHMEF T

2010 2009

—E-BF —ETHhF

RMB’' 000 RMB’ 000

FrARY FrARY

Salaries and other emoluments e MEME 1,269 1,340
Retirement scheme contributions RIS 2 (3R - -
1,269 1,340

Their emoluments are all within the band of Nil to RMB849,000
(equivalent to Nil to HK$1,000,000).

During the years ended 31 December 2010 and 2009, no
emolument was paid to the five highest paid individuals as an
inducement to join or upon joining the Group or as compensation

for loss of office.

WE 2z HBIES T AR E849,000
T AR (#8E NZ%1,000,000/87T)
AR o

RBE-_Z-ZER_ZFEAF+_
A=+—HLFE YERNREES
A £ A EH S DAV 0 BR SR An
BB 2 RE A RBEBESE -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

11. PROFIT ATTRIBUTABLE TO OWNERS OF THE 1. XA EEB AEEREF
COMPANY

The consolidated profit attributable to owners of the Company AARHEBABRGEABNEED
includes a profit of RMB42,650,000 (2009: RMB13,493,000) RARAIWBHRENERE 2 EFE
which has been dealt with in the financial statements of the 42,650,000 AR (ZZEZLF -
Company. 13,493,0007C AR ) o
12. EARNINGS/(LOSS) PER SHARE 12. 8REBF,(F8)
(a) Basic earnings/(loss) per share (@) BREXERN(EFE)
(i)  From continuing and discontinued operations () KEFELEREBREILL
Ey 4
The calculation of basic earnings/(loss) per share is based BREXRF,(EE) T
on the profit attributable to owners of the Company RIBARA BB AE(REFR
of RMB13,739,000 (2009: loss of RMB510,000) and 13,739,000t A R # (=
the weighted average number of 596,831,000 ordinary T NEF : B518510, OOOfEAE
shares (2009: 576,000,000 ordinary shares) in issue BYRAFEZBERITER
during the year, calculated as follows: [ nneE 39 £2596,83 1 ,OOOHx

(ZZZ N4 : 576,000,000
&) FTE - FIBWT -

Weighted average number of ordinary shares B AR N 15 2
2010 2009
—E-ZF ZETNF
000 000
TR F iR
Issued ordinary shares at R—HA—BRE#TEER
1 January 576,000 576,000
Effect of issue of new shares 710 R AR 75 By 3 1T
on exercise of warrants Mlkip 22
(note 33(d)(ii)) (B EE33(d) (i) 20,831 -
Weighted average number T A=+ B &R
of ordinary shares at hniEE 39 88
31 December 596,831 576,000
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%, For the year ended 31 December 2010 EHZE—Z

Notes to the Financial Statements

—TEH- A=+ —AILER

12. EARNINGS/(LOSS) PER SHARE (Continued)

(a) Basic earnings/(loss) per share (Continued)

(i)~ From continuing operations

follows:

The calculation of basic loss per share from continuing
operations is based on the loss attributable to owners of
the Company of RMB3,583,000 (2009: RMB6,094,000
(restated)) and the weighted average number of
596,831,000 ordinary shares (2009: 576,000,000
ordinary shares) in issue during the year. The loss
attributable to owners of the Company are calculated as

12. 8REBF, 7 (BER) (&)
() SREXRF, (58 (8)

(i1)

REFBECEEB 2 BRE
AEBIIRBEARRARER A
JE {h /&5 183,583,000t A B
¥ (ZZEZNF 6,094,000
TARE (KEY))) RAF
B2 BT RRMETY
£596,831,0000% (=T Z A,
£F 1 576,000,0000%) 5 & -
RATIHEB AEGEBEFTE
W

2010 2009
—E-ZF —ZEThEF
RMB’ 000 RMB"000
FTRARYE FTARE
(Restated)
(5&=E51)
Profit/(loss) for the year TETE AR EAK
attributable to owners of B/ (EE)ms -
the Company for the RATIHEE ANEIS
purpose of basic FERAM (&)
earnings/(loss) per share 13,739 (510)
Less: Profit for the year B AR EEE A
attributable to owners of REZIEZEBH
the Company from JE A5 F J& % A
discontinued operation (17,322) (5,584)
Loss for the year attributable AT E AL EER
to owners of the BREAREEmS -
Company for the purpose KATHEBA
of basic loss per share FE1LF 2 B 1R
from continuing
operations (3,583) (6,094)
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

EARNINGS/(LOSS) PER SHARE (Continued)

(a) Basic earnings/(loss) per share (Continued)
(i) From discontinued operation

The calculation of basic earnings per share
from discontinued operation is based on the
profit attributable to owners of the Company of
RMB17,322,000 (2009: RMB5,584,000 (restated)) and
the weighted average number of 596,831,000 ordinary
shares (2009: 576,000,000 ordinary shares) in issue
during the year.

(b) Diluted earnings/(loss) per share

Diluted earnings/(loss) per share is equal to basic earnings/
(loss) per share as the potential ordinary shares outstanding
for both years presented are anti-dilutive.

SEGMENT REPORTING

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines (products and
services) and geography. In a manner consistent with the way
in which information is reported internally to the board of
directors of the Company, being the Group’s chief operating
decision maker, for the purposes of resource allocation and
performance assessment, the Group has presented the following
four reportable segments. No operating segments have been
aggregated to form the following reportable segments.

e Steel (Mainland China/Vietnam): given the importance of
the steel division to the Group, the Group's steel business
is segregated further into two reportable segments on a
geographical basis, as the divisional managers for each
of these regions report directly to the senior executive
team. All two segments primarily derive their revenue from
the manufacture and trading of steel pipes, steel sheets
and other products made of steel. These products are
manufactured in the Group’s manufacturing facilities located
in Mainland China and Vietnam.

2010 4 7R

12.

13.

FREN,(BR) (&)
(@) SREXERF(FE) @)
(i) 6 B4

REBKRIEEB 2 BRER
BRI BEARNATHEE AFE
16 3% #117,322,0007C A R #
ZZEZT N4 15,584,000 A
R (58 E5))) RAFEDH#
77596,831,0000% & @ A% (=
T ZF N4 : 576,000,0000%
AR 2 ME A HETE -

(b) BREBERR(FHE)

HRE2HRMEFEARNDET
N BEE BRAR REFR
& At SREEaN, (B18)
BERERRF (BE)HER -

7 BB

AREBEIZEMPIEEHER - MALFI A
PARE B I Z D) (B fn K ARTE) A R it
HimEsD - ARAARRESS (A%
BE=EEREESERRA) ABE2RE
BIADBEREFERE SO
2 ATERT 280 8 o W EAS
EARED AT ABAASTIEAET

SHHH

o H(hEIAM, ME) - EREHD
BERNEB 2EEMM - NEE
ZHEBRWBLEBMAD BW
BEATZ2HIE  AAZMHRZ
EFIEIEE R =S MITHRE K E
o pME D 2 B AT R
BiE - #H REMEEERD
HEREE WEEMBAKH
AR R B A B N B R 2 B R
S5 -
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

13. SEGMENT REPORTING (Continued)

Investments: this segment invests in equity securities to
generate dividend income and interest income and/or to gain
from the appreciation in the investments’ values in the long
term.

Aircraft: this segment leases aircrafts to generate rental
income and provides consultancy services to the lessee to
generate consultancy fee income. Currently, the operation of
aircraft business is located entirely in Taiwan.

The operation of property investment was discontinued in the
current year. The segment information reported does not include
any amounts for the discontinued operation, which are described
in more detail in note 8.

(a) Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Group'’s chief
operating decision maker monitors the results, assets and
liabilities attributable to each reportable segment on the
following bases:

Segment assets include all tangible assets and current assets
with the exception of corporate assets. Segment liabilities
include all liabilities including trade and other payables and
borrowings managed directly by the segments with the
exception of corporate liabilities.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments or
which otherwise arise from the depreciation or amortisation
of assets attributable to those segments. However,
assistance provided by one segment to another, including
sharing of assets and technical know-how, is not measured.

The accounting policies of the reportable segments are the
same as the Group’s accounting policies described in note 2.
The measure used for reporting segment profit is “EBIT” i.e.
“earnings before interest and taxes”.

G

13. 2R E (&)

BE D EMREREAES - #
i R ER A B A B F BA R,
KRB BENRPTHEDEE -

FRME 1tk oy FR ) AE AR DA R ER AR
WA - IRmIEE AR MR R R
BABRBBERERA - BRIARSE
B2 REEB ARG E

MEREXBERAFERLL - FTH
BZoMERLBEEERD KRR
E S8 - A FESFF AL -

(a)

DEEE -BEERAE
RAEIBERREDED BE
R AEREEREEERRARIA
TEEEZEEAATERDHZ
XS EENEE:

DHEEBRRERMBANEENR
BEE WEEXEERIN - DH
BEREMAAEG E0MER
EHEH) B 5 e bR S H At FE A
RE - B EBERARRITEE H
EEBBERI -

Wk kA TI2 Ry RREL 2
ERMEBZHAXIEZEDH
ElEZEEFEXEHMES
FOOREREATEHRS A -
A - WEETHE @D ERS—
DEMREZ B (BEAREENR
A -

BT WMED 2GR M
2FTFFIA S B 2 T HBUR AR o
ARRED M2 EREZR
[EBIT] - BOTAREHFIE RIXIBR &
1o
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

13. SEGMENT REPORTING (Continued)

(@) Segment results, assets and liabilities (Continued)

In addition to receiving segment information concerning
EBIT, management is provided with segment information
concerning revenue, interest income and expenses from cash
balances and borrowings managed directly by the segments,
dividend income from unlisted securities, depreciation and
amortisation, net realised and unrealised loss on trading
securities, net realised and unrealised gain on financial assets
designated as at fair value through profit or loss, net gain/loss
on disposal of property, plant and equipment, gain on sale
of available-for-sale financial assets, impairment loss on trade
receivables, reversal of impairment loss on trade receivables,
impairment loss on available-for-sale financial assets, write
down of inventories, reversal of write down of inventories,
share of profit of jointly controlled entities, income tax
expenses and additions to non-current segment assets used
by the segments in their operations.

Information regarding the Group’s reportable segments
as provided to the Group’s chief operating decision maker
for the purposes of resource allocation and assessment of
segment performance for the years ended 31 December
2010 and 2009 is set out below:

2010 4 7R

13. 7 EBEH & (&)

(a)

DHREE -BEEREE (H)

BRERIS A B FREBITZ D #BE#L
S BB INE IR (A R s
KEDHEZRER RS ER
RERZHBWARRAX - KA
FLMREHFZBREWA - FTER
REBERFE  HE/EQTFET
AB@RZEREEZEEE R
AREHREBERFH HEYE #
R HRE oW, EBRFEE
EAHLESREE W - B

FEWIRR < RERBE  EHE
Wtksk 2 R E R R AR - AT
ETREEZRERE - HRTF

B BEMETE  DEARE
BEEZGEH  PAEH - RAE
DEFTR Z MBI EERIRIEL
D EPER

NWTAEE_Z—ZFER=ZFZ
NEFE+ZA=+—RHIEFEASE
BETHESE  MAKEEERE
EEREARBEADEE R KT
P ERIB 2 EH -
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Notes to the Financial Statements

. UBBEHE

. For the year ended 31 December 2010 #HE-T—TF+_A=+—HItFE
13. SEGMENT REPORTING (Continued) 13. 2 HHE (E)
(a) Segment results, assets and liabilities (Continued) (a) PHE¥E -EERERS(E)

Year ended 31 December 2010
HE_Z-ZE+_A=+-RLEE

Steel
&
China Vietnam  Investments Aircraft Total
i il RE R -
RMB’000 RMB’000 RMB’ 000 RMB’ 000 RMB’ 000
TrAR® TriAR® TFTrAR® TrAR® TFToARE
Reportable segment revenue BTRED Bl
Revenue from external customers* RENREP 2z 501,583 37,414 - 7,961 546,958
Reportable segment profit (EBIT) BTS2 AN (EBI) 8,384 3,700 2,754 535 15373
Interest income MEBA 792 21 1 - 1,004
Interest expenses MERAX 2,356 328 - - 2,684
Dividend income from unlisted securities ~ 3F £ 5 Z R EMA - - Ak - m
Depreciation and amortisation WEREHE 9,857 1,421 - 3,800 15,078
Net realised and unrealised loss on HERS BERRAER
trading securities BiEgE - - 169 - 169
Net realised and unrealised gain on REARATEIINERR
financial assets designated as at LEBAEZBERR
fair value through profit or loss RERBETE - - 743 - 743
Net (gain)loss on disposal of property, ~ HEWE « BERZEZ
plant and equipment () /BRFE (230) 575 - - 345
Gain on sale of available-for-sale HEARNESREE
financial assets P63 - - 1,370 - 1,370
Impairment loss on trade receivables BRRNES  REBE 428 - - - 428
Reversal of impairment loss on ERe TG
trade receivables LREER 800 - - - 800
Write down of inventories MREE 5,002 - - - 5,002
Reversal of write down of inventories B EIEFE 4,859 - - - 4,859
Share of profit of jointly controlled b EREGE R EH
entities - - 33 - 3
Income tax expenses FrERRY - - - 250 250
Reportable segment assets (including BT HE 2 D EHEE (BE
interests in jointly controlled entities) RERZHEE ER) 351,760 41,160 16,447 17,437 426,804
Interests in jointly controlled entities RERZEHIER ER - - 6,634 - 6,634
Additions to non-current segment assets  FRETRBAFEERE
during the year 1,17 4,615 6,621 - 12,953
Reportable segment liabilities BTRELHHER 139,133 14,646 - - 153,779
* There are no inter-segment sales for the year. * REFWESHEMNE -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

13. SEGMENT REPORTING (Continued)

(a) Segment results, assets and liabilities (Continued)

(a)

PR (&)

13. 2

DREE -BEEREE (H)

Year ended 31 December 2009 (Restated)
HE-ZTNEF+-A=+—-ALFE (BE7)

Steel
0
China Vietnam  Investments Aircraft Total
i il RE it B3t
RMB'000 RMB"000 RMB"000 RMB"000 RMB"000
TETARE FTrARE TRAR® FTrARE TRARE
Reportable segment revenue AraEsHka
Revenue from external customers* KENRBEEZWE 402,760 15,632 - 8,863 427,255
Reportable segment profit/(loss) (EBIT) BT % 2 5 S H| / 10,267 1,064 (2,270) 2,890 11,951
(&) (B
Interest income FIEMA 420 146 - - 566
Interest expenses MEmMx 1,846 81 - - 1,927
Depreciation and amortisation FER#H 9,963 865 - 3,169 13,997
Net loss on disposal of property, HEME  EBEREREL
plant and equipment BiE¥E 918 - - - 918
Impairment loss on trade receivables & 5 EUIR N 2 FEEE 1,116 - - - 1,116
Impairment loss on available-for- THEESRHEEY
sale financial assets REEBE - - 2,288 - 2,288
Write down of inventories WREE - 41 - - 1
Reversal of write down of BEMAEE
inventories 28,977 1,344 - - 30,321
Income tax expenses FEREY 2,824 - - 315 3,139
Reportable segment assets ATRELHDEE 384,701 36,688 19,136 24,631 465,156
Additions to non-current segment assets 4 RN D S E E
during the year INE 1,527 5,368 - - 6,395
Reportable segment liabilities BraEcnHaE 169,437 9,554 - 743 179,734

* There were no inter-segment sales for the year.

2010 4 7R

REEIL TN EEHE -

123



Notes to the Financial Statements

B % W E MR

For the year ended 31 December 2010 #HE—ZT—TF+_-_A=+—HItFE

13. 7 &R & ()
b) AFHREZDBRE - BE &

13. SEGMENT REPORTING (Continued)

(b) Reconciliations of reportable segment revenues, profit

or loss, assets, liabilities and other items

E -8ERAMEARZHIR

2010 2009
—E-ZfF —EThF
RMB’' 000 RMB’ 000
FrRARY FRARY
(Restated)
(&=E:75))
Revenue I 2=
Total reportable BYHmE 2D
segment revenues I 54858 546,958 427,255
Consolidated turnover for B IS S ETE
continuing operations LEREEERE 546,958 427,255
Profit or loss B
Reportable segment profit RAAXEEIINAEF 2E
derived from Group's TR E 5 bR A
external customers 15,373 11,951
Interest income B U A 292 13
Other revenue and other H b Uz & HoAth
net income WA HRE 386 -
Depreciation e (266) (83)
Finance costs Bl & AR AR (2,802) (2,134)
Unallocated head office AOoBRBRRARIREERY
and corporate expenses (13,085) (10,921)
Consolidated loss before RAEBRTATEERR
taxation and discontinued B IEER
operation (102) (1,174)
Assets BE
Total reportable segment assets BATMEZDEPE ELRRE 426,804 465,156
Assets relating to BRIEEB 2 REEE
discontinued operation - 223,084
Unallocated head office FOBLAARF
and corporate assets MEEE
- Loan to a jointly controlled —HBT—HER
entity EHEREZER 72,836 -
— Deposit for acquisition of equity i I NECIE) N
interests in a company EEHZE® 63,880 -
— Others —EAh 18,968 9,487
Consolidated total assets LEBREE 582,488 697,727
Liabilities =L
Total reportable segment /,\:’T%E:‘:Z Pal-1
liabilities afEe 153,779 179,734
Liabilities relating to E?‘gﬂ:%ﬁﬂ‘ﬁ ek
discontinued operation - 138,604
Unallocated head office RO BC4E R A
and corporate liabilities rixaE 5,402 21,177
Consolidated total liabilities FERAE 159,181 339,515
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

13. SEGMENT REPORTING (Continued) 13. 7 B = (8)
(b) Reconciliations of reportable segment revenues, profit (b) EFHEZoHNE -BE &
E-8EREMER 2HIR(E

or loss, assets, liabilities and other items (Continued)

XTEERERAA

2010 2009
—E-ZfF —ETNF
RMB’ 000 RMB’ 000
FrRARY FrARE
(Restated)
(&=E:75))
Other items HMiE g
Interest expenses M B 2
Reportable segment total BYmE DI B 2,684 1,927
Unallocated head office and FoBB AR RELTE
corporate total 118 207
Consolidated total before RetB R IEZEBER
discontinued operation ZiRE1EEE 2,802 2,134
Income tax expenses FRSRAS
Reportable segment total ATmED BT 250 3,139
Unallocated head office and N UNCIPNETaE ¥ L
corporate total 10 -
Consolidated total before RetB R IEZEBAE
discontinued operation ZiREEEE 260 3,139
Additions to non-current segment FAREIFRD
assets during the year DEPEE N
Reportable segment total BT WmEDERAEER 12,953 6,895
Unallocated head office and KOBRBRE R
corporate total rEEE 137,207 1,090
Consolidated total IRE KRR 150,160 7,985

2010 %

125



B WS KA

Notes to the Financial Statements

" For the year ended 31 December 2010 #HZE—T—TF+_A=+—HILFE

13. SEGMENT REPORTING (Continued)

13. 2R E (&)

(c) Revenue from major products and services () REXEEMREBR®E WG
The Group’s revenue from continuing operations from its REBRBECEEBFR  KE=E
major products and services are as follows: EEmMMBBZWEAT

2010 2009
—E-FF ZTThF
RMB’ 000 RMB’000
TRARY FRTARE
Steel products 1 538,997 418,392
Spare parts of aircrafts M T A - 830
Rental income from leasing of aircrafts MM E 2 F& U A 7,961 8,033
546,958 427,255

(d) Geographic information d) HEER

The following is an analysis of geographical location of (i) the
Group's revenue from external customers and (ii) the Group’s
non-current assets excluded financial instruments (“specified
non-current assets”). The geographical location of customers
refers to the location at which the goods delivered. The
geographical location of the non-current assets is based on
the physical location of the asset, in the case of fixed assets
and prepaid lease payments, and the location of operations,
in the case of interests in jointly controlled entities.

KT ROAEEXREBINREFZ
W RN RBZIFRBEE (£
BITARIN ([HEEERBEE])
ZIE DT o PR AEEIR
HERBIXNERAELE - 40
BREEEERENEERER
BEFRBDEENMAERIZR
HZEENERMAERLE S 1B
RARES EEELS - F5EIFR
BEENMMAEMRIZREM DR
EREEMEE S -
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(d) Geographic information (Continued)

Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

13. D EPERE (E)
d) HEEE (H)

Revenue from Specified
external customers non-current assets
REMREF 2z EEFRBEE
2010 2009 2010 2009
—E-2F —TTNF CZE-ZF ZTThF
RMB' 000 RMB’ 000 RMB’000 RMB'000
FTRARY TIARE TrRAR® TFTrARE
(Restated) (Restated)
(575)) (&E5)
Mainland China B K BE
(place of domicile) (Frffs) 460,742 400,254 68,403 76,634
Hong Kong BB - - 1,181 1,009
Taiwan = 18,002 10,540 10,040 14,215
Vietnam i) 36,727 14,566 21,675 21,556
Other countries HEER 31,487 1,895 6,634 -
546,958 427,255 107,933 113,414

(e) Information about major customers

Revenue from customers contributing 10% or more of the

total revenue of the Group is as follows:

() TEXEFZEH

KEUTEFPZRSEBRMASE

EUTZE10% 8 A | ¢

2010 2009
—®-%F -TTNE
RMB’000 RMB’000

FRARY TTAR®

Customer A — revenue

from Steel China segment

BEREA—# (FE)
7 &bz W

56,613 36,611

ETERERAAT 2010 F R
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

14. FIXED ASSETS 4. BEEEE
(a) The Group (a) X&EH
Property, plant and equipment
0% ERRRE
Furniture,
Building and fixtures
fatory Construction  Leasehold  andoffice  Plantand Motor Investment  Total fixed
premises inprogress improvements  equipment  machinery vehicles Aircrafts  Sub-total property assets
B %8
BYREE  EEIR RENERE RMLAERE HBRRE hE it Nt RENE BREELH
RB'000 RIB'000 RMB' 000 RMB'000 RB'000 RIB'000 RMB' 000 RMB'000 RIB000 RMB'000
TIARE  TIARE  TIARE TrARE  FRARE  TRARE  TIARE  TIARE  TrARE  TRARE
Cost or valuation AAgfE
At 1 January 2009 RZZZNE-A-R 4,367 14792 3751 7550 99,408 2181 3230 193,279 215,589 408868
Additions AE - 6,446 - 175 4 1,09 - 7985 - 7985
Transfers (note 15) E8(H35) 1018 (12,983) - 53 93%8 - - (2,031) - (2,031)
Disposals e - - - (270 (4,059) - - 4329 - (4329
Exchange adjustments EifE - (671) - (156) (439) ®) 16 (1,258) 5218 400
At 31 December 2009 RZFENEFZA=T-B 43385 761 3751 7835 104,542 3263 826 193,646 200867 414513
Representing &
Cost iR 43385 76 3751 7835 104,542 3263 326 193,646 - 193,646
Valuation - 2009 FE-2F2nF - - - - - - - - W8T 20867
43385 762 3751 7835 104,542 3263 326 193,646 200867 414513
At 1 January 2010 KZZ-Z5-f-H 43,385 7,624 3751 7835 104,542 3263 346 193,646 200,867 414513
Additions Mg - 4484 m 319 764 0 - 6,810 - 6,810
Transfers (note 15) &a (W) 1518 (11,360) - 290 1284 - - (2,208) - (2,208
Disposals e - - - (83) (1,114) (424) - (1621 (2314100 (233031)
Fair value adjustments ATESE (M)

(note (c) - - - - - - - - 10,543 10,543
Eichange adjustments Ef#E (313) (382) (1) (288) (1,18) (64) (766) (2,945) - (2,95)
At 31 December 2010 RZT-FE+ZA=T-8 50650 366 4,059 8,073 104,358 3,6% 2,480 193,682 - 193,682

Representing &
Cost R 50,650 366 4059 8,073 104,358 3,69 2480 193,682 - 193,682
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For the year ended 31 December 2010 HZE2-Z—ZF+_A=+—HILFE

14. FIXED ASSETS (Continued)
(@) The Group (Continued)

Property, plant and equipment

14. BE&EE ()
(a) %M ()

VER: )6
Furniture,
Building and fixtures
fatory Construction  Leasehold  andoffice  Plantand Motor Investment  Total fixed
premises inprogress improvements  equipment  machinery vehicles Aircrafts ~ Sub-total property assets
B %E
BFREE  EEIR RENRRE RMLAERE HBRRE hE it Mt RENE BREELH
RMB'000 RIIB'000 RMB' 000 RIVB' 000 RB'000 RMB000 RMB' 000 RMB'000 RIB000 RMB' 000
TIARE  TRARE  TIARE TrARE  FRARE  TRARE  TIARE  TIARE  TrARE  TRARE
Accumulated depreciation  23H47E
A1 January 2009 R=TENE-A-1 17991 - 1,780 3730 49579 580 5,860 79520 - 79,520
Charge for the year FERTR 193 - 360 758 7019 516 3,169 13814 - 13814
Witen-back on disposals ~~ #EEER - - - (236) (3,169) - - (3,405) - (3.405)
Fichange adjustments EiAg - - - (17) (40) (1) 2 (56) - (56)
At31December 2009and  RZFTNETZA=-BR
1 January 2010 RZT-F5-5-A 19.923 - 2140 423 53,449 1,095 9,031 89,873 - 89873
Charge for the year RERMR 2097 - 3% 750 7363 660 3800 15,066 - 15,066
Witten back on disposels ~~ HEEEE - - - (71 (300) (350) - (1) - 1)
Eichange adjustments Ei A (5 - 6 (54) (114) (13) (392 (584) - (584)
At 31 December 2010 RIT-FE+ZA=+-B 200 - 2530 4860 60398 139 12439 103,634 - 103,634
Carrying amount KEE
At31 December 2010 RIZ-FETZA=T-B 863 366 1529 3213 43,90 230 10041 90,048 - 90,048
At 31 December 2009 RZFENETZA=T-B 2340 7,624 1611 3600 51,093 2,168 1415 103773 200867 304,640
ETEERERAT 2010 F R
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N 14. FIXED ASSETS (Continued) 14. B EEE (&)
' (b) The Company (b) AQF
Property, plant and equipment
WE - BERRE
Furniture,
fixtures and
Leasehold office Motor
improvements equipment vehicles Total
G RER
HENERE BOERE AE @5t
RMB'"000 RMB'000 RMB'000 RMB'000
FrARE FLTARE FTrTARE FTrTARY
Cost B
At 1 January 2009 RZZETNE—HA—R 149 105 - 254
Additions NE - - 1,090 1,090
At 31 December 2009 and RZEENFEFZA=+—H
at 1 January 2010 ER=—2—-%2F—-H—H 149 105 1,090 1,344
Additions RE 322 156 - 478
Exchange adjustments Rk (14) (7) (39) (60)
At 31 December 2010 RZZ-Z5+-A=1—H 457 254 1,051 1,762
Accumulated depreciation ~ RFHTE
At 1 January 2009 RZZTNF—-A—R 149 103 - 252
Charge for the year AEFMRE - 2 81 83
At 31 December 2009 and RZBZNFTZA=+-BK
at 1 January 2010 RZE—-ZF—F—H 149 105 81 335
Charge for the year AEEMG 35 14 216 265
Exchange adjustments Rk (6) (4) O (19)
At 31 December 2010 R-E-ZF+_A=t—H 178 15 288 581
Carrying amount REE
At 31 December 2010 RZZ-ZF+-A=+—H 279 139 763 1,181
At 31 December 2009 RZEENFEFZA=+—H - - 1,009 1,009

N
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

() Revaluation of investment property

The investment property of the Group carried at fair value

was revalued as at 15 July 2010, the date of completion

of disposal to China Life, on an open market value basis

calculated by reference to recent market transactions in

comparable properties and to net rental income allowing for

reversionary income potential. The valuations were carried

out by an independent surveyor, Cushman & Wakefield

Valuation Advisory Services (HK) Ltd., being a Chartered

valuation surveyor who has appropriate qualifications and

recent experience in the valuation of similar properties in the

relevant location and category of property being valued.

(d) The analysis of carrying amount of properties is as

(c)

14.EEEE(E)

EfMREWHE

AEBZRFEIIRZIKEME
ER-_ZE—ZFLA+HRB (AH
BASHEZ TR A RAMT
BEESME  ARAAHAMENLZ
EALLBMEZABMTIER S R
AAABREEZHS WA -
BRERBIINEMTSEN
ERBXBEAERARET K
RFEFFEERNER  AEaEz
BEXERMEEMEMERRE
(Y eVl pdisF ik /e iR L]

(d) ZEWEZREEIMAOT

follows:
The Group
KEE
2010 2009
—E-EfF —ETNF
RMB’ 000 RMB" 000
TRARY FIRARE
In the PRC: RAE
— medium-term leases —HHAFE Y 21,495 23,462
In Vietnam R
— medium-term leases —sRHAFE 4 7,140 -
In Taiwan: ReE:
— freehold — KA - 220,867
28,635 244,329
Representing: (A
Building and factory premises RRARTIR 2 EF
carried at cost KW E 28,635 23,462
Investment property carried BRAFEFIRZIREDE
at fair value - 220,867
28,635 244,329

EHnEREBERLA 2010 F =R
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14. FIXED ASSETS (Continued)

(e) Fixed assets leased out under operating leases

(f)

The Group leases out aircrafts (2009: investment property
and aircrafts) under operating leases. The leases typically run
for an initial period of one to five years, with an option to
renew the lease after that date at which time all terms are
renegotiated. None of the leases includes contingent rentals.

All of the Group’s property interests held under operating
leases to earn rentals are measured using the fair value model
and are classified and accounted for as investment property.

The Group’s total future minimum lease payments under
non-cancellable operating leases are receivable as follows:

14. BIEEE (&)

(e)

RESEHENEEZEEEE

AEFBRBEEHEODERE (=
ZTNF REMERRKRKE) -
FRABE s FRERENT R/
—ERF WARBENERRE
M HENASHERME G-
EREEOTERABAEE -

PR A RRL SR ARRE
SRAREYEES  TIARF
BEEAFE INBRREME
K AR AR o

RIB TR E BT EKE
FARE MR EY R 2 NEBERK

KEMSLEET
The Group

rEH
2010 2009
—E-2F —ETNEF
RMB’000 RMB’ 000
FrRARYE FTARE
Within 1 year —FR 3,235 14,941
After 1 year but within 5 years —FREIFR - 14,237
3,235 29,178

As at 31 December 2010, there are no fixed assets under
pledge.

As at 31 December 2009, the Group's investment property
was pledged for banking facilities granted to the Group (note
38). According to the banking facility letter, the maximum
amount pledged was limited to NTD739,200,000 (equivalent
to approximately RMB157,745,000).

()

R-_E—ZETF+-_A=+—8H
b WEETEEERM -

R_ZEZAF+-_A=+—8"
AEBZIREYMECIERAER
BERIRITRVE 2R (M3E38) -
BIERITRE T Faife
B LA 37 & #5739,200,0007T (8%
R #9157,745,0007c AR EE) AR -
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XTEERERAQA

15. PREPAID LEASE PAYMENTS 15. A HERE
The Group
KEE
2010 2009
—E-ZfF —ETNF
RMB’ 000 RMB" 000
FTRARY FrARE
Cost BN
At 1 January n—HA—H 13,076 11,098
Transfer (note 14(a)) = (MIiE14(@a)) 2,208 2,031
Exchange adjustments R (271) (53)
At 31 December R+—A=+—8 15,013 13,076
Accumulated amortisation RET Y
At 1 January mn—H—H 3,169 2,904
Charge for the year PINCSYgc IS 278 266
Exchange adjustments R (6) (1
At 31 December R+=—A=+—8 3,441 3,169
Carrying amount IREE
At 31 December R+=—A=+—8 11,572 9,907
Analysed for reporting purpose as: BEHM DN
Current assets MENEE 321 266
Non-current assets EREEE 11,251 9,641
11,572 9,907
The Group’s prepaid lease payments REB 2 BNHEERIEA
comprise: B
Medium term lease: FRHEAFE A -
Land in the PRC R EZ T4 7,750 7,972
Land in Vietnam LR A T4 3,822 1,935
11,572 9,907

The amortisation charge for the year is included in “administrative

expenses” in the consolidated income statement.

2010 %

A2 BT AR A MR

2T IA -
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16. INVESTMENTS IN SUBSIDIARIES

Notes to the Financial Statements

16. R B AR ZRE

The Company
N
2010 2009
—E-=F ZETNF
RMB’ 000 RMB’ 000
FRARY FTREARE
Unlisted shares, at cost FEETRG - EBAAR 136,686 215,569
Less: Impairment loss (note (a)) S ORE I (B FE@Q)) (14,169) (16,660)
122,517 198,909
Notes: M5 -
(@) Movements in the impairment loss (a) WEEBES
The Company
b NN
2010 2009
—E-ZF —ZTThF
RMB’ 000 RMB’ 000
FRARY FrTARE
At 1 January w—A—A8 16,660 14,363
Impairment losses recognised (note (b)) BRI EEE (K 5Eb)) - 2,297
Reversal of impairment loss (note (c)) B E B (M FE©) (1,946) -
Exchange adjustments IE 5 # % (545) -
At 31 December ®R+=ZA=+—8 14,169 16,660
(b)  During the year ended 31 December 2009, several subsidiaries had by REBE_ZZAF+_A=+—HILHF
incurred operating losses. After reviewing the financial performance and E - HRMBRARSGLEEE K&
financial position of these subsidiaries and taking into account the current Bz S B LR B %R E KB %R
market environment, the directors consider that impairment loss on the o WEBIERNMISRERZL  EER
investment costs of these subsidiaries should be made. The impairment BERRZENB AR ZIREK AR
has been charged to the income statement of the Company. BEEE - BEBEBERARRZKE
EUES R
() During the year ended 31 December 2010, the reversal of impairment (0 REEZZ-—ZTHE+_A=+—HILHF
loss of RMB1,946,000 is due to the improvement in the financial & - R(EREIB# [E)1,946,0007T A R T
performance and financial position of a subsidiary in current year. REE B ARz MERE LIS
AR BRI -
(d)  The following list contains only the particulars of subsidiaries which (d) TXEIEHAREEEE SELE

principally affected the results, assets or liabilities of the Group. The class
of shares held is ordinary unless otherwise stated.

BERRKEIEZEZHNBARNGERE - K
SEHRBEN  FEZBRODENSER
g o

Mayer Holdings Limited Annual Report 2010
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16. R B AR ZKRE (&)

Proportion of ownership interest

ERRELH
Place of
establishment/ Particulars of Group’'s  Heldby  Held by
incorporation issued and effective the a
Name of company and operation paid-up capital interest  Company subsidiary Principal activities
3L/ SR B ERTRAR A&E@z MAQT B-BHE
AEER REEH RAFE EREE KF DRABE IEEK
Bamian Investments Pte. Singapore/ 16,829,670 100% 100% - Investment holding
Limited (“Bamian”) Hong Kong ordinary shares
of SGD1 each
BRREERARIERM)) Mg/ EE 16,829,6708 5 % REZR
EEF R EBR
Guangzhou Mayer Corporation, PRC Registered capital 81.4% - 81.4% Manufacture and trading of
Limited ("Guangzhou of RMB200,000,000 steel pipes, steel sheets and
Mayer") * other products made of steel
EMEEBEHBBRAF el #Hf & 78200,000,0007C A K HWEREEHNE @A R
(TEMZEE ) HiniEER
Vietnam Mayer (note) Vietnam 4,000,000 40.7% - 50% Manufacture and trading of
ordinary shares steel pipes, steel sheets and
of USD1 each other products made of steel
HEES () HE 4,000,000 BREEIET HWEREENE @A R
EEk Hih s m
ROC Advance Limited ("ROC") British Virgin Islands/ 1,454,000 100% 100% - Leasing of aircrafts and provision
The Republic of China ordinary shares of consultancy service
of USD1 each
TR AR (HE]) RBREIEE/ 14540008 FREEIET R E MR ER RS
RERE LRk
Sunbeam Group Limited British Virgin Islands/ 1 ordinary share 100% 100% - Inactive
("Sunbeam”) Hong Kong of USD1 each
FAEEBERAF (Hk]) RERLHEE/ RERAEEIET REHE
b LEK
Top Force International British Virgin Islands/ 2,000 ordinary shares 100% 100% - Inactive
Limited Hong Kong of USD1 each
BNEEERAR ERALEHE/ 2,000 BIRAEEIET REE
B LER
Advance Century Development British Virgin Islands/ 2,140,000 100% 100% - Investment holding

Limited

BELERERAF

* Registered under the laws of the PRC as a sino-foreign equity joint-

venture enterprise.

Note: The Group holds 40.7% equity interests in Vietnam Mayer and
nominated 3 out of 5 directors in the board of directors of Vietnam
Mayer, which has the power to control the strategic financial and

Hong Kong ordinary shares

of USD1 each
HBREZHES,/ 21400008 EHRAEEIET
B LER

operating policies of Vietnam Mayer. As a result, Vietnam Mayer is
accounted for as a subsidiary of the Company.

XTEERERAA

2010 %

*

it -

RALR

REBEHBEEEFEM 2RI EREDE -

AEEFEEAEE240.7% kAR
YEREEEXTEEFEPANESZ
Heh =fi - EA R R 5E 2 2 SRR
T R AS L BUR - Bt - B EDR
AARMBRARZFTHAALR -
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17. DEPOSIT FOR ACQUISITION OF EQUITY 17Z. BB ARIRAERZ 2]

INTERESTS IN A COMPANY

&

The Group and the Company

2010 2009
—E-FF —TETAEF

RMB’ 000 RMB’ 000

FTrRARY FrARE

At 31 December At+-—A=+—8H 63,880 -

On 15 October 2010, the Company entered into a memorandum
of understanding (“MOU") with Make Success Limited (“Make
Success”), an independent third party, in relation to a proposed
acquisition of the entire issued share capital of Yield Rise Limited
("Yield Rise”) at a consideration to be determined based on a
valuation report to be issued by an independent valuer appointed
by the Company or such other basis as agreed between the
Company and Make Success.

Pursuant to the MOU, the Company shall pay Make Success
a sum of HK$100,000,000 (equivalent to approximately
RMB84,890,000) as deposit for the proposed acquisition. As at
31 December 2010, the Company paid a total of HK$75,250,000
(equivalent to approximately RMB63,880,000) as the deposit. The
deposit is refundable without interest upon termination of the
MOU or used to settle part of the consideration of the proposed
acquisition under formal sale and purchase agreement.

Pursuant to the MOU, the deposit is secured by share charges on
(i) the entire equity interests in Yield Rise, (i) the 87.5% equity
interests in Best Wonder Holdings Limited (“Best Wonder”) and
(iii) the entire equity interests in Good Wishes Investment Limited
("Good Wishes").

Yield Rise is a company incorporated in British Virgin Islands with
limited liability and is principally engaged in investment holding.
As at 31 December 2010, Yield Rise held 87.5% equity interests
in Best Wonder, which in turn held 100% equity interests in
Good Wishes and Good Wishes in turn held 80% equity interests
in Dan Tien Port Development Joint Venture Company Limited
("Dan Tien"). Dan Tien is a foreign invested limited liability
company established in Vietnam and is principally engaged in the
development of property, port and logistic business in Vietnam.

R-ZE-ZF+A+THB ARFHE
BYFE=ERBRAR ([EK]ET
VB ETE (BT N6 H
ERUBEEARAR (5] 25
EEITEA RESEREARAZR
BZBIGEMENEERZAERS
(S H 2 B) B2 AR 1p 0 2 HL b B )
mEE °

BIEEBET S ARQA R ER
& 100,000,000/ Tt (HHE R 4
84,890,000t AR M) - tEBEZE I
BEEZI2 RZE—ZTF+=
AZ+—B AXAREDEXHAEH
75,250,000 7T (#H & 7 4963,880,000
TARE)ERGIE - 1 A R T 8
RIFBTETBIRE - sKRESENERE
ERE TERRBEEEZBMHRE-.

BEETS ST IAROEREZE
BRRA% A AE S -+ (i)Best Wonder Holdings
Limited ([Best Wonder]) 2 87.5% % 7
s R(iil) BEEE (BB BR AR
(IEB) 22 BRAEZ 2 B EHE
TERYEIR -

mR A -RERBEXHE MK 2
BRAF] FERFREER - RNZF
—ZEF+ZA=1+—H ' =lFEBest
Wonder 2 87.5% /% # - Best Wonder#F
BEMRZ100%M%% - HBBIFFHFDan
Tien Port Development Joint Venture
Company Limited ([Dan Tienl) Z80%
fi&#E o Dan Tien/ — RIB R EE IR
NZBINEEBRAT  EELBE
WEMERE - BORMRER -
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17. DEPOSIT FOR ACQUISITION OF EQUITY 17.

INTERESTS IN A COMPANY (Continued)

On 8 November 2010, the Company and Make Success entered
into a sale and purchase agreement for the acquisition of
the entire issued share capital of Yield Rise at an aggregate
consideration of HK$620,000,000 (equivalent to approximately
RMB526,316,000), which will be satisfied by the Group at
completion (i) as to HK$100,000,000 (equivalent to approximately
RMB84,890,000) paid or to be paid as deposit under MOU,
(ii) as to HK$130,000,000 (equivalent to approximately
RMB110,356,000) by issue of 236,363,636 consideration shares
at HK$0.55 per share; (i) as to HK$90,000,000 (equivalent to
approximately RMB76,401,000) by issue of 3-years convertible
bonds, bearing interest at 5% per annum and convertible into
163,636,363 shares at a conversion price of HK$0.55 per share;
and (iv) as to HK$300,000,000 (equivalent to approximately
RMB254,669,000) by issue of 2-years promissory note, bearing
interest at 8% per annum.

According to the sale and purchase agreement, the deposit
the Company not yet paid of HK$24,750,000 (equivalent to
approximately RMB21,010,000) would be paid upon completion
of the acquisition as part of the consideration.

The proposed acquisition constituted, under the Listing Rules, a
very substantial acquisition of the Company. The acquisition has
not completed up to 28 March 2011.

Wig—E AT RAER 25
& (4#)

RZZE—ZTF+—AN\H  KAAFH
ERBWERE 2B BITRAG
Y EE W& #8118 /620,000,000
77T (M8 7 49526,316,0000T A R
) BHRAEERTEXATIAR
-+ (1)H F1100,000,0007 7T (B &
A 4784,890,0007T A R #) 15 B 57 iR
Bk 25T £ X 5 (i) 130,000,000
T (FE M 4110,356,0000T A R
) LA 3% 17236,363,6360% & A%0.55/8
T2 B S ¢ (iii) 90,000,000
7 7T (R E 7 4976,401,0007C A R )
IABE1T3F BR Al I IR 1R (3R & F| &
5%EF8) R AT - Al IE & RR0.55%
T2 MR (E & 5163,636,3630% %
5 + R(iv) 300,000,0005% 7T (185 A4
254,669,0007T A R¥&) LAZE1T24F Hi
HERE (RFMNES%TE) AT -

BEESEHHF A2AMAINZ
24,750,000/ 7T (A8 12 £921,010,000
TAREB) IS AEAREBEZ —HIR
BB e E B ST o

RIELTHRA WEERARTZIE
FEARBFHR - BE_FT——F=
AZ+N\B - ZWEERTK

18. INTERESTS IN JOINTLY CONTROLLED 18. HEZEFIERE =S
ENTITIES
The Group The Company
rEE VNN

2010 2009 2010 2009

—E-2F —ITTNF ZE2-ZF C"ITIThF

RMB’000 RMB"000 RMB' 000 RMB"000

TRARY® TRARE® FTrRAR® TFrAR®

Unlisted shares, at cost JEETRAD - AR - - 6,621 -

Share of net assets DIEFEE 6,634 - - -

6,634 - 6,621 -

EHnERBERALA 2010 F =&
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18. AEEHIE R 2 (F)

ENTITIES (Continued)
Details of the Group’s interests in the jointly controlled entities are REBHFIESEE 2 EmFBOT
as follows:
Proportion of ownership interest
FHELS
Form of Place of Particulars of Group's Held by
Name of business incorporation issued and effective the
joint venture structure and operation paid-up capital interest Company Principal activity
ALK BRTR rEEZ
RELEEE BEEBLR EEBY BRBRAFE ERNE HAREARE  IEEH
Glory World Incorporated British Virgin Islands/ 2,000,000 50% 50% Investment holding
Hong Kong ordinary shares
of USD1 each
By EBRHs/ 2,000,0008% &% REER
BE EE1ETEBR
Sinowise Development Incorporated British Virgin Islands/ 10,000,000 50% - Trading of coal
Limited (“Sinowise”) Hong Kong ordinary shares
of USD1 each
By EBRHs/ 10,000,0008% &% BRES
BE EE1ETEBR
Elternal Galaxy Limited Incorporated British Virgin Islands/ 14,000,000 50% - Trading of iron
("Elternal Galaxy") Hong Kong ordinary shares
of USD1 each
Bl RERLHE/EE 14,000,000 5K HBES
BEIETZ ERR
Grace Capital Group Incorporated Samoa 1 ordinary share 50% - Inactive
Limited (“Grace of USD1 each
Capital")
Gaifzav EEGHE  IREREEIXTZEER REE

Summary consolidated financial information on jointly

HEZHEBZREMBERBE -

controlled entities — the Group's effective interest: NEBEZEMRER
2010 2009
—E-Z5F —ETNF
RMB’ 000 RMB’ 000
FrARY FREAR®E
Current assets MBEE 88,301 -
Current liabilities nEEeE (81,667) -
Net assets FEE 6,634 -
Income g 32,994 -
Expenses 53 (32,961) -
Profit for the year FEmR A 33 -
Other comprehensive loss Hith2HEEE (20) -

Mayer Holdings Limited Annual Report 2010
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18. INTERESTS IN JOINTLY CONTROLLED

ENTITIES (Continued)

Glory World, Sinowise, Elternal Galaxy and Grace Capital were
originally the wholly-owned subsidiaries of the Company, with
issued and paid-up capital of USD1 each. On 2 September 2010,
the Company disposed 100% equity interests in Sinowise, Elternal
Galaxy and Grace Capital to Glory World for an aggregate
consideration of USD3 (equivalent to approximately RMB20),
representing the total nominal value of the paid-up capital of the
subsidiaries disposed by the Company and Glory World became
the holding company of Sinowise, Elternal Galaxy and Grace
Capital on the same date. Further on 15 September 2010, the
Company entered into a joint venture agreement with Taiwan
Mayer, pursuant to which the Company pay USD999,999
(equivalent to approximately RMB6,621,000) for subscription of
49.99% equity interests in Glory World whereas Taiwan Mayer
pay USD1,000,000 (equivalent to approximately RMB6,621,000)
for subscription of 50% equity interests in Glory World. The
formation of the jointly controlled entity represented a deemed
disposal of 50% equity interests in Glory World and its subsidiaries,
Sinowise, Elternal Galaxy and Grace Capital. Accordingly, Glory
World, Sinowise, Elternal Galaxy and Grace Capital became the
jointly controlled entities of the Group since 15 September 2010.
Particulars regarding the deemed disposal of Glory World and its
subsidiaries are disclosed in note 35(b).

On 28 January 2011, the Company entered into a capital increase
agreement with Taiwan Mayer, pursuant to which, the registered
capital of Glory World is increased from USD2,000,000 (equivalent
to approximately RMB13,242,000) to USD50,000,000 (equivalent
to approximately RMB331,072,000). Particulars regarding the
capital increase are disclosed in note 42(b).

EnERBERALA 2010 F =&

HEZHER 2 #s (&)

Glory World » Sinowise ~ Elternal
Galaxy & Grace Capital R AR A2 &2
EMBAT  HEBTRBERARE
BRI1ET - RZE—FFHLAZH &K
NEIABRREIET (HERL20T A
RE) REAQRHEZHBRAZ
HRRALEE - 1 EHERMSinowise
Elternal GalaxyXGrace CapitalZz & &
B AR #E %% FGlory WorldAE— 8 -
Gloary Worldfk &Sinowise * Elternal
GalaxyMGrace CapitalZ =& 2~ 7]
RZZE—ZFAA+THHE  AAFH
BEXDEICELEmME - BE
AR SN/NCIS R ,%@999,999%7_1
(18 & #6,621,0007C A R ) A 7 %
Glory World249.99% /% 2 4 7

£ /& 3 5 A X 171,000,0005 7T (18 ia?
R #76,621,0007C A R #) LAZREEGlory
WorldZ50% /% 7 # 75 o 2k A 6 &
B8 2 AR AR B B Glory World %
E B A A (BiESinowise » Elternal
Galaxy¥.Grace Capital) 50% & % 7N 4
meAW BZFE—ZEFALATEHEHA
#€  Glory World * Sinowise * Elternal
GalaxyMGrace Capitalfk BAREE ~
HEZEGIERE - @RIER/EEGlory
World %2 E [t B A &) 2 518 AT 5E35(b)
REE o

R—ZT——F—A=+/\B AR
HABETRIRAELERZE B
Bz o Glory Worldi 32t & £
2,000,0003 7T (48 & 713,242,0007T
A BB 1851 %50,000,000% 7T (48 %
331,072,000 A R #) o B AR A&
WEZHFBER 420 HE -
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19. LOAN TO A JOINTLY CONTROLLED ENTITY 19. F—HEHEEZEHER2ER
The Group and the Company
AEBRAAT
2010 2009
—E-B5 -—TThEF
RMB’ 000 RMB" 000
FRAR®E  FITARE

At 31 December W+=ZA=+—AH 72,836 -

As at 31 December 2010, the loan to a jointly controlled entity is R-F—FF+-_A=+—8 7 &
unsecured, bearing interest at 1.5% per annum and repayable by HRZEGIE R 2 SRR - ZFR
22 November 2011. On 28 January 2011, the Company entered E15%T 8 WEAR-F——F+—
into a capital increase agreement with Taiwan Mayer pursuant to AZ+ZRHABE -R=_F——F—
which the loan of USD11,000,000 (equivalent to approximately AZ+N\A  ARAREEXER Y
RMB72,836,000) will be capitalised as investment in Glory World. PRAIEE % - #utk © 11,000,000 7T
Further details are set out in note 42(b). (1H& 1 #72,836,000L ARH) 2 &

KT REEFTER - YEARGlory World
ZIEE o E— B H N E42(0) ©

20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 20. I HESHEE
The Group

TEE
2010 2009
—E-ZF —TETAEF
RMB’' 000 RMB’ 000
FRARY FRARE

Unlisted securities, at cost: JELETES WA

— Club debentures (note (c)) —gFES (MFECQ) 1,094 1,094
— Equity securities (note (c)) — AR EE 5 (K 5E(0) 14,135 35,098
15,229 36,192
Less: Impairment loss (note (a)) S ORVE (BT 5Ea)) (15,229) (17,092)
- 19,100
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For the year ended 31 December 2010 #EZE—ZT—ZF+_A=+—HILFE

20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 20. It EERE E (&)
(Continued)
The above unlisted investments represent investments in unlisted EFFELTRERXTEKERERE
equity securities and debentures issued by private entities BERFSHEEMKII 2 LAETLE
incorporated in the PRC, Taiwan and Cayman Islands. They are FREEITZIE EMIRARE S R E#EE -
measured at cost less impairment at the end of each reporting EERENRE B RERRERE
period because the quoted market price in an active market is not HE REAERREREMSHEM
available and the directors of the Company are of the opinion that BHRE MARBEEZRAELN S
their fair values cannot be measured reliably. STEREKREZAFE-
Notes: T
(@) Movements in the impairment loss (a) BIEKIEZE
The Group
rEE
2010 2009
—EB-2F —ETNEF
RMB’ 000 RMB’"000
FRARY FRARE
At 1 January wn—H—H 17,092 14,797
Impairment loss recognised (note (b)) BRI EEE (K 5Eb)) - 2,288
Written back on disposals & B o) (1,370) (200)
Exchange adjustments IE 5 F % (493) 207
At 31 December R+=—HA=+—H 15,229 17,092
(b)  During the year ended 31 December 2009, an impairment loss of by REBEE-—_ZTEThAH&+-_A=+—8H
RMB2,288,000 in respect of the costs of investments was recognised HEE DS ERARZREEIE
as the directors had assessed that the recoverable amount was below 2,288,000T AR - A AE B E K
the carrying amount of the investments by reference to latest available BAT &I AR EEEE £
financial information of the investee companies and considered that the BRAEAF IS ZELEIR - W
investee companies had recurring operating loss. HA W EREERZIEE  EHEME -
() The costs of club debentures and the unlisted equity securities were fully (0 EeFEHERIELITRABLEZKAERH
impaired in prior years as the management of the Company considered UAEE2ERE FERAAATEE
that the carrying amount of the investments cannot be recovered. B ATEWEIRE Y IRHEE -
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?_::

TE+-A=+—HIEFE

21. FINANCIAL ASSETS AT FAIR VALUE THROUGH  21.

PROFIT OR LOSS

Financial assets at fair value through profit or loss include:

BRAFEIABHERZEH
BE

BAFEIABRRZ EREERE:

The Group
rEE
2010 2009
—E-ZF —TThF
RMB’ 000 RMB’000
FRARY FTARE
Trading securities: R5BH
Listed equity securities at fair value FHRAFES - BRATVE
— outside Hong Kong — BB 3,705 -
Financial assets designated as at fair TR EIARGT R Z
value through profit or loss: TRIEE
Investment fund at fair value REHERS  EATME
— established outside Hong Kong —REBFEINK L 5,743 -
9,448 -

The investment fund is operated by licensed financial institution

in the PRC. The investment fund comprises a basket of financial
assets including local bank deposits and equity securities listed in

the PRC stock markets.

Fair values are determined with reference to quoted market bid

prices.

REZSHNTEZFESRBEL
Lo REATH-ETEREEMAK
BREAMBITERNPEERT LT

PN

RHEDZEMZEABRETE °
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22. INVENTORIES 22. 78
The Group
rEE
2010 2009
—E-ZF ZEETNF
RMB’ 000 RMB’ 000
FRARY FTARE
Raw materials R4 32,975 38,222
Finished goods SIRK o 19,786 24,648
52,761 62,870
The analysis of the amount of inventories recognised as an expense BERRAAIUTABERZEESSE
and included in profit or loss is as follows: ST :
The Group
rEE
2010 2009
—E-ZF —ZETENF
RMB’ 000 RMB’ 000
FRARY FARY
Carrying amount of inventories sold EEFEZIREE 504,547 415,316
Write down of inventories Mok E 5,002 421
Reversal of write down of inventories Wom A &8 = (M aE)
(note) (4,859) (30,321)
504,690 385,416
Note: The reversal of write down of inventories arose as a result of the MI5E - WORF BB = YA BEE (0 AR BT FE MR

subsequent usage of raw materials and subsequent sale of finished goods
for which a write down was made in prior year.

XTEERERAA

2010 %

Z R R B B R E OB B

mATEL
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

23. TRADE AND OTHER RECEIVABLES

23. B 5 FE Wik 7R H 4t BB WK

b1 |
The Group The Company
EE RAF
2010 2009 2010 2009
—E-BF —TENF CZE-EFE —ZTTNF
RMB’' 000 RMB’ 000 RMB' 000 RMB" 000
FTRAR®E FTIARE TrAR® TFTrARE
Trade receivables and bills 2 SRR
receivables e 151,060 166,515 - -
Less: allowance for doubtful T RIR R (FFE(D))
debts (note (b)) (2,088) (2,460) - -
148,972 164,055 - -
Other receivables Hibredsra 7,206 785 6,674 11
Amounts due from jointly FEWERIEHIE BB
controlled entities (note (d)) (M 3E(d)) 1,140 - 1,140 -
Amount due from a related U A A& 1 B FUR
company (note (e)) UELO) 4,393 8,557 - -
Loans and receivables B % E YRR 161,711 173,397 7,814 11
Prepayments and other deposits ~ TEfT HIB K X & 1,706 1,958 458 176
163,417 175,355 8,272 187

All of the trade and other receivables (including amounts due
from related companies and prepayments and other deposits) are
expected to be recovered or recognised as expense within one

year.

me) -

BB AR —FRAREHERTEE
25 FE R 3R K EL At FE MR kTR (B FE R
BRERRZFA  BNFAEREM
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23. TRADE AND OTHER RECEIVABLES (Continued)  23. B 5 FE WU iR FX & H b /& It =X
15 (48)

(a) MRERD AT

Trade receivables and bills receivables are net of allowance R|EHR - H D EBIRKRSE

for doubtful debts of RMB2,088,000 (2009: RMB2,460,000) R R R IR 1752,088,0007T
ARB(ZZEZTNF : 2,460,000

TARE) UBHZRRSEEZIK
2T

(a) Ageing analysis

with the following age presented based on invoice date as of
the end of the reporting period:

The Group
rEEH
2010 2009
—E-ZF —ETNF
RMB’ 000 RMB’000
FRARY FARY
0-30 days 0ZE30K 47,323 52,416
31-60 days 31E60K 44,467 40,523
61-90 days 61E90K 25,426 35,775
91-180 days 91E180K 31,660 35,332
Over 180 days HBiB180K 96 9
148,972 164,055
Trade receivables are due within 30-180 days from the date B REIIRFA 5 E H 2 8I30%180
of billing. Further details on the Group’s credit policy are set BRI - BEREBEEEER
out in note 34(a). ZHE— R IB M FE34() ©
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23. B 5 B Wik ;% H fth FE WK
5 (&)
(b) 5.5 M 0 3K I A U 08 2 R L

B SRR R ERER ZRE
receivables are recorded using an allowance account unless BB ABEIREC R - FRIEAKE
the Group is satisfied that recovery of the amount is remote, WiERBEERRE I EEHNT
Hif ENREEESEENRE
5 R TR M FE U R S g (R

23. TRADE AND OTHER RECEIVABLES (Continued)

(b) Impairment of trade receivables and bills receivables

Impairment losses in respect of trade receivables and bills

in which case the impairment loss is written off against trade
receivables and bills receivables directly (see note 2(i)(i)).

B EE2() (i) °
The movement in the allowance for doubtful debts during FARKRBEZHOT :
the year is as follows:
The Group
rEH

2010 2009
—E-BF —ETNEF
RMB’ 000 RMB’ 000
FTRARY FTARE
At 1 January Rn—H—H 2,460 1,587
Impairment loss recognised BRI EEE 428 1,116
Reversal of impairment loss VERENSECE{E (800) (55)
Uncollectible amounts written off £ 85 1 AT 4 [ 3R 8 - (188)
At 31 December W+ZA=+—H 2,088 2,460

At 31 December 2010, the Group’s trade receivables and
bills receivables of RMB2,088,000 (2009: RMB2,460,000)
were individually determined to be impaired. The individually
impaired receivables related to debtors that were in financial
difficulties and management assessed that only a portion of
the receivables is expected to be recovered. Consequently,
specific allowances for doubtful debts of RMB428,000 (2009:
RMB1,116,000) were recognised. The Group does not hold
any collateral over these balances.

R_Z—ZTF+-_A=+—8"
TEBEZB S RERBERREKRE
B DA B B JE W 5k TE2,088,0007T
ARE(ZZZ N4 2,460,000
TEARKE) B AR EE /LR
JAE o bR B IR R (E 2 B
HEPRBAMRRE 2 EP
BEEE 2 HERETRE
Bt FEUGRIA - B LB R R
RIEEEA28,000t AR (=&
ZTNF 1,116,000 ARE) o &
SETEREBURSHEGB T
A o
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23. TRADE AND OTHER RECEIVABLES (Continued) 23. E 3 FE W IR 7 & H it FE WX

15 (£8)
(c) Trade receivables and bills receivables that are not () YEMBEZESERIKRITRKREK

impaired

The ageing analysis of trade receivables and bills receivables
that are neither individually nor collectively considered to be
impaired are as follows:

B

AR A ERME (w2 8 Rl 2k
R) 2 & 5 USRS & R R 15 2
MRk DATA0T -

The Group
rEE

2010 2009
—E-FfF —ZEThEF
RMB’ 000 RMB’ 000
FRARY FTARY
Neither past due nor impaired Bt #5480 B R R OB (E 144,474 164,055
Less than 1 month past due BE LR —E A 3,923 -
1 to 3 months past due BH—Z==1{E A 448 -
More than 3 months past due BmEAZ RN ={E A 127 -
4,498 -
148,972 164,055

Receivables that were neither past due nor impaired relate
to a wide range of customers for whom there was no recent
history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has not been
a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any
collateral over these balances.

EHnERBERLA 2010 F =&

SR 8 380 HA U R OB (B 2 P MR IR
MZE N BRR LTS -

BB HER T RIE 2 BWKIATY
WRETERAEERRFEARL
BrBYEP RELR  E1F
BHRE ANEEERYELR
EREHPRABGHRDBRHA
2ENE - RBARZSERE
HRERE AREYERSES
PR A R DI I
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% For the year ended 31 December 2010 #HZE—T—TF+-_A=+—HILFE

23. TRADE AND OTHER RECEIVABLES (Continued)  23. & 5 F&E Wik 7k & H 1th /& Uk =X

15 (&)

(d) The amounts are unsecured, interest free and repayable on (d) BEFBEAEERET 2B NER
demand. EREEEE

(e) The amount due from a related company amounted to () EN—HEEBERR (EHEH
RMB4,393,000 (2009: RMB8,557,000), in which Mr. Huang EEERAEEDZES R
Chun-fa, being a director of Taiwan Mayer has beneficial AR AEEER) NIER
interest, is unsecured, interest-free and repayable within the 4,393,0007T A R m (=% 2:\ 71
next twelve months from the end of the reporting period. The F : 8,557,000t A R#E) -
maximum amount outstanding during the year amounted to EH 28 TERRS H&ﬁ 315
RMB9,278,000 (2009: RMB10,603,000). A2 RK + “EARBE-

RERANKRBEERELEES A
9,278,000t AR (ZEZT 1
£ 110,603,000 AREE) o

No provision for the amount due has been made in the B 7% R 45 1A 30 R Bt 5% PR UGR TB 1
financial statements. s o
24. AMOUNT DUE FROM A SUBSIDIARY 24. fE R — FE B B 2 TR
The Company
NN
2010 2009
—E-FfF —ZEThF
RMB’ 000 RMB’000

FTrRARY TTAR®

Amount due from a subsidiary (note (a)) LS BT 8B~ R IR 3R (BT 5E(a)) 2,980 5,355
Less: allowance for doubtful debts (note (b)) ¥ = R IR (M zE(b)) - -

2,980 5,355
Notes: M5 -
(@) The amount due from a subsidiary is unsecured, interest free and (a) BRIE—FREFE QR I8 A EIER -
repayable on demand. ﬁ%&/ﬁﬁf‘giﬂﬂﬁﬁ
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24. AMOUNT DUE FROM A SUBSIDIARY
(Continued)

(b)  Movement in the allowance for doubtful debts

24,

F& W — T Bff BB 2 R iR K (A&

(b) RIRFEBEZH

The Company

b NN
2010 2009
—g-%f —EENE
RMB’ 000 RMB’ 000
FRARY FLTARE
At 1 January R—A—H - 2,833
Written off i 8 - (2,833)
At 31 December R+—-—A=+—8 - -

25. PLEDGED BANK DEPOSITS 25. B ABITER

The amounts are pledged to secure the Group’s banking facilities
(see note 29). The pledged bank deposits carry fixed interest rate at
0.10% (2009: 0.10%) per annum for the year ended 31 December
2010.

26. DEPOSITS WITH BANK (MATURITY OVER 3
MONTHS)

The deposits with bank carry fixed interest rate at Nil (2009:
0.99%) per annum for the year ended 31 December 2010.

EXTERERAAF 2010 F R

26.

BEBBRIT R AIERER ZRITE
BB (RWE29) - REE T —
TEF_A=Z+—HIEFE TR
TERIR0.10% (ZEZTNF :0.10%)
ZEEFERTE -

BRTEXR(AHPBEE=MEA
%)
REBEEZT—ZTF+=-A=+—81t
FE BITEFTIE% (ZETNE
0.99%) Z EEF|HEETE ©
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27. CASH AND CASH EQUIVALENTS 27. RERBES£EEER
The Group The Company
rEE AT
2010 2009 2010 2009

—E-2F —TTNEF ZB-BF C—TTNHF
RMB'’ 000 RMB'000  RMB’000 RMB' 000
FTRAR®E TFTEAR® TRAR® TIARE

Deposits with banks RITIEN 13,162 29,000 - -
Cash at bank and on hand RITRFERS 93,433 69,736 3,820 4,002

Cash and cash equivalents in B S e K
the statement of financial kIReSEIEE
position 106,595 98,736 3,820 4,002

Cash and cash equivalents in RenegreBis
the consolidated statement of NR&EEIEE

cash flows 106,595 98,736
Deposits with banks carry interest at market rates which range REBEE_ZE—ZEF+_A=+—H1
from 1% to 14% (2009: 0.81% to 10.3%) per annum for the year FE BOTRIEI%E14% (ZZFZ
ended 31 December 2010. NEF  0.81%%E10.3%) 2 T35 F L5t
5 o
The interest rates on the cash at bank ranged from 0.001% to HE-_Z—ZEF+-_A=+—HIHF
2.4% (2009: 0.01% to 1.71%) per annum for the year ended 31 E-RTHEe Z2FMNEAE0001%E
December 2010. 24% (ZZZTNF001%=E1.71%) °

Mayer Holdings Limited Annual Report 2010




Notes to the Financial Statements

B % WS MR

For the year ended 31 December 2010 #EZE—ZT—ZF+_A=1+—HILFE

28. TRADE AND OTHER PAYABLES

28. B 5 B4 iR ;X K H fth FE A3 K

15
The Group The Company
r5E AN
2010 2009 2010 2009
—2-%F C-TINF -F-BF C—TINF

RMB’ 000 RMB'000  RMB’000 RMB' 000
TRAR® TFTRARE TFTRARE TrTARE

Trade payables (note (a)) 2 5 iRk (M) 10,609 18,351 - -
Other payables H A e 3IB 14,687 15,005 3,798 2,080
Dividend payables FERIAR S 546 566 546 566
Amount due to a director FE {2 = 508 (T 3E(Db))

(note (b)) 1,058 1,119 1,058 1,119
Amount due to ultimate holding & & IZAL A A

company (note (c)) A (P 3E(0) 10,633 11,607 - 10,753
Financial liabilities measured at 12 # S5 A 711k 2

amortised cost TREAG 37,533 46,648 5,402 14,518
Receipts in advance Al FRIAE 3,406 6,390 - -

40,939 53,038 5,402 14,518

All of the trade and other payables (including amounts due to FRA B 5 FE IR R B A e 38 (8
related parties and dividend payables and receipts in advance) are FEENBHEEATTIE EBNRER
expected to be settled or recognised as income within one year or TEWGRIE) THTEHA R —F MBS i

are repayable on demand.

XEERERAQA

2010 %

RRWAL AR ERERE -
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28. TRADE AND OTHER PAYABLES (Continued) 28. EFENIRA R EMENSR

15 (&)
Notes: BEE
(@) The following is an ageing analysis of trade payables presented based on @) RIBEHEKR - Z5EKIEZR TS A 5
invoice date as at the end of the reporting period: BEEVIEBANWT
The Group
rEE
2010 2009
—E-2F ZTETNF
RMB’ 000 RMB’ 000
FRARY FTAREE
0-30 days 0H%30H 10,219 17,106
31 -60 days 31HZE60H 139 872
61 -90 days 61HZE90H - -
91— 180 days 91HE180H - 2
181-365 days 181HZE365H - 114
Over 1 year —FE 251 257
10,609 18,351
(b)  The amount is unsecured, interest free and repayable on demand. (b) EEFRBAERF  RERARERE
Big -
() The amounts are unsecured and interest free. Out of the total balance, (0 ABAHEFEAEEIKBERREE -@A&HPZ

USD1,590,000 (equivalent to approximately RMB10,430,000) (2009:
Nil) is repayable by 28 September 2011 and the remaining balance is
repayable on demand.

1,590,0003 7t (#8 & 710,430,0007C A
RE)ZZEZThGF  T)EAR_T—F
NAZ+NBEE B THEHRBRER
BF(EE -
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29. BANK BORROWINGS 29.8RITEE
The Group The Company
KEE AT
2010 2009 2010 2009

—E-%F ZZTNF ZE-ZTF CZITITINF
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
FTRAR® FTTAR®E TaAR® FTrARK

Bank borrowings RITEE
—secured (note (a)) — B (FfE@)) - 128,894 - -
—secured (note (b)) — B (FI:ED)) 33,113 47,798 - -
— secured (note (0)) —BHER () - 6,866 - 6,866
— unsecured (note (d)) — &3 (P FE(d)) 85,129 90,444 - -
~ unsecured (note (e)) — B (M He) - 5416 - -
118,242 279,418 - 6,866
At 31 December 2010, the bank borrowings were repayable as RZE—ZEF+ZA=+—H " R17
follows: BEZEFPOT :
The Group The Company
r5E b YN
2010 2009 2010 2009
—E-2F C"TTNF ZE2-TF C"ITTNF
RMB’000 RMB"000 RMB' 000 RMB"000
TRARY® TRAR® TFTrARY® TrAEH
Within 1 year or on demand —FRFILRER 118,242 155,646 - 6,866
After 1 year but within 2 years ~ —F & ZEMFE R - 19,206 - -
After 2 years but within 5 years  MFERERER - 16,645 - -
After 5 years hEE - 87,921 - -
- 123,772 - -
118,242 279,418 - 6,866
All of the non-current interest-bearing borrowings are carried at FrA 3BT B 1% VIREEIHRC AR FIR o
amortised cost. None of the portion of bank borrowings due for BEEMIBHER —FERERE ZRT
repayment after one year which contain a repayment on demand %Eﬁﬁbﬂzxﬂ'%i1 ;o TEEG
clause and is expected to be settled within one year. R—FRNEE °
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29. BANK BORROWINGS (Continued)

The range of effective interest rates (which are also equal to
contracted interest rates) on the Group’s bank borrowings are as
follows:

—EF+_A=t—HLFE

9. RITIEE (F&)

AEEZBEAYNXEE (BHERE
MIME) AT -

2010 2009

—§-%5 —FENE

Effective interest rates: BRI B x
Fixed-rate borrowings EEEE
Variable-rate borrowings FEBE

1.74% to £ 4%

0.28% to = 2.50%
- 1.96% to & 12%

The Group has floating-rate borrowings which carry interest
at a premium over London Interbank Offered Rate, Singapore
Interbank Offered Rate or lending rate quoted by the bank.

AEBEEFEEE  RERHBBERTAE
EHRE - FINBRITR ES R BHIRTT
SIAZEELERAEFHNE -

The Group's borrowings denominated in currencies other than NEERBBEEBRTEINEEE U
the functional currencies of the relevant group entities are set out EAEZETESEEHENNT -
below:
usb
E
RMB’ 000
FRTARE
As at 31 December 2010 R-ZE-ZEF+_A=+—H 118,242
As at 31 December 2009 RZBEAF+ZA=+—H 145,108

All of the Group's banking facilities are subject to the fulfilment of
covenants relating to certain of the Group’s balance sheet ratios,
as are commonly found in lending arrangements with financial
institutions. If the Group were to breach the covenants, the drawn
down facilities would become payable on demand. The Group
regularly monitors its compliance with these covenants. Further
details of the Group’s management of liquidity risk are set out
in note 34(b). As at 31 December 2010, none of the covenants
relating to drawn down facilities had been breached (2009: Nil).

AEBMBERTEEHANAEARNE
BMETEERERBBLXARNR
o RTREBEERHNED - B
AEEERZFRZY EHANEER
HARZREBNRER AKETEH
ERARENUBRRABTEER
e rREERDECRBREENFBE
HRMEE34b) - KT —FF+ A
=t—R - AEEHEERZFCY
REENHEBRY (ZTTNF &) -
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29. BANK BORROWINGS (Continued)

At 31 December 2010, the banking facilities amounting
to RMB26,491,000 (2009: RMB27,324,000) of the Group
are secured by bank deposits amounting to RMB5,216,000
(2009: RMB5,404,000) (see note 25). The banking facilities
amounting to RMB43,048,000 (2009: RMB92,180,000) of
the Group are guaranteed by the Company (see note 39). The
total banking facilities amounting to RMB276,029,000 (2009:
RMB512,866,000) were utilised to the extent of RMB103,326,000
at 31 December 2010 (2009: RMB262,886,000). The pledged
bank deposits will be released upon the settlement of the relevant
bank borrowings.

At 31 December 2010, the Group has the following undrawn
borrowing facilities:

29. RITEE (&)

RZZE—ZEF+A=+—H £&
E iR 1712 & A #026,491,0007T A R ¥
—ET N 27,324,000T AREE) Th
A5,216,0007c A R (Z 2T N 4F ¢
5,404,0007C A R®) 2 R1T1F 3K 1E A
B (RME25) RZTE—ZF+=
A=+—H AEBERITEELEA
#43,048,000C AR (ZEZNF -
92,180,0007T A R#) A AR AR
(R M 35E39) » A #276,029,0007T A
RE(ZZEZNF : 12,866,0000T AR
¥ ZIRITEEFR  RZE—ZF+=
B=+—HE& 103,326,000t A&
B (ZZZT N4 262,886,000t AR
B BEEMIBITHERBEREEEAIR
ITREEEBEED -

R-Z—BE+-A=+—0 A%
Bk SR BT -

2010 2009
—E-FF —ZETNEF
RMB’ 000 RMB’ 000
FRARY TRARE
Variable - rate PSS\
— expiring within one year ——FRNEm 11,306 20,458
Fixed — rate ER
— expiring within one year ——FRNEm 161,397 229,522
172,703 249,980

Notes:

(@)  As at 31 December 2009, approximately RMB128,894,000 (equivalent
to NTD604,000,000) was bearing variable interest rate at 2.5% per
annum and secured by an investment property with carrying amount of
approximately RMB220,867,000 and was repayable by installments up to
18 June 2024. The borrowing was fully settled after the disposal of the
investment property by the Group in the year ended 31 December 2010.

EHnEREBERALA 2010 F =R

FeE

@ RZZEZAF+ZA=+—8"
49128,894,000L AR (HE R
604,000,0007C 51 & %) 1% )% &) F 7
K2 5% B - WH —BIREE
220,867,000 AR 2 R EMEER
BR WAR-ZT-mWEXA+TN\BA
DHEE REZE-_ZT—ZTF+-H4
S+ —HLFE  AEERHEZEE
MERDIEELEREE -
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29. BANK BORROWINGS (Continued)

Notes: (Continued)

30.

(b)

(d)

(e)

approximately RMB33,113,000 (equivalent to USD5,000,000) (2009:
approximately RMB47,798,000 (equivalent to USD7,000,000)) is bearing
fixed interest rates ranging from 1.96% to 1.97% (2009: 1.67%
to 2.5%) per annum and repayable within one year and secured by
guarantee given by the Company.

As at 31 December 2009, approximately RMB6,866,000 (equivalent to
USD1,000,000) was bearing variable interest rate at 1.96% per annum
and secured by a bank deposit with carrying amount of approximately
RMB5,404,000 (equivalent to approximately USD787,000) and
guarantee given by the Company and certain subsidiaries.

approximately RMB85,129,000 (equivalent to approximately
USD12,855,000) (2009: approximately RMB90,444,000 (equivalent to
approximately USD13,246,000)) is bearing fixed interest rates ranging
from 1.74% to 4% (2009: 0.28% to 1.35%) per annum and repayable
within one year.

As at 31 December 2009, approximately RMB5,416,000 (equivalent to
approximately VND14,647,884,000) was bearing variable interest rates
ranging from 5.5% to 12% per annum and repayable within one year.

29. R1TEE (&)

MaE (&

(b)

(d)

(e)

#4933,113,000t AR (BE R
5,000,000 L) (ZZEZTNF : 4
47,798,0007T A R # (48 & #27,000,000
E70)) ZEBIREEF A EI1.96%E
1.97% (ZZEZ/NF 1 1.67%22.5%) &
B AR—FAREE  WAARARIRE
ZERVEIEIE -

RZBEEAE+_A=+—8B "%
6,866,0007T A R (8 #1,000,000%
T0)) ZIEERIFENF FE1.96%RT B
I /R R E{E5,404,0007T A R (FBE R
#9787,000% 7T) Z $RI1T1F KA R AR A
RETHBARRMEZERERT -

4785,129,000t AR (M E R 4
12,855,000 L) (ZE T NF
4990,444,000t AR (E RN Y
13,246,000 71) ) 2 {8 B iz [E & F FI X
1.74%24%:H B (ZEZNF : 0.28%
E135%H8)  URBER—FNEE -

RZZZAF+ZZA=+—8"
#5,416,000 L AR (HER Y
14,647,884,000C M F fE)) 2 e B &)Z
EFEF K5 5% E12%:T 8 ARBER—
FANEE -

INCOME TAX IN THE STATEMENT OF 30. REMBMRR K ZAEHR
FINANCIAL POSITION
(a) Current taxation in the statement of financial position (a) B KR Z AR ERE -
represents:
The Group
rEH
2010 2009
—E-ZF —ZETNF
RMB’ 000 RMB’ 000
FRARYE FTARE
Provision for the year EEERE
— Taiwan Enterprise Income Tax —REREMEN - 1,159
Provisional tax paid ST EHB
— Taiwan Enterprise Income Tax —REREMEN - (1,167)
— Vietnam income Tax —ME AT (81) -
(81) (8)
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30. INCOME TAX IN THE STATEMENT OF

FINANCIAL POSITION (Continued)

(b) Deferred tax liabilities recognised:

The Group
The components of deferred tax liabilities recognised in
the consolidated statement of financial position and the

0. ZEMBMRRARZHFEHR
(&)

(b)) DHEFELCHERRE

AEE
R REA MBI R R
SRR (AR P B4 B B

movements during the year are as follows: BT
Revaluation
of investment
property
EEREME
RMB’ 000
FLTAREE

Deferred tax arising from: R TSIEES ZELERIA

At 1 January 2009 RZEZTNF—H—H (7,964)
Credited to profit or loss (note 7(a)) FFABEEE (MW7) 1,066
Exchange adjustments ME 5 B (161)
At 31 December 2009 RZZETNF+_A=+—H (7,059)
At 1 January 2010 RZE—TF—H—H (7,059)
Credited to profit or loss (note 7(a)) srABImE (H3E7) 7,059

At 31 December 2010

R=F-BF+=A=+—8 -

EHnEREBERALA 2010 F =R
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30. INCOME TAX IN THE STATEMENT OF
FINANCIAL POSITION (Continued)

(o)

(d)

Deferred tax assets not recognised

In accordance with the accounting policy set out in note
2(p), the Group has not recognised deferred tax assets in
respect of cumulative tax losses of RMB49,094,000 (2009:
RMB52,824,000) as it is not probable that future taxable
profits against which the losses can be utilised will be
available in the relevant tax jurisdiction and entity. The tax
losses do not expire under current tax legislation except for
the tax loss of RMB9,338,000 (2009: RMB18,666,000) in
the PRC which is available for carry forward to set off future
assessable income for a maximum period of five years, which
will be expired in 2014 for the year ended 31 December
2010.

Deferred tax liabilities not recognised

At 31 December 2010, deferred tax liabilities of
RMB1,304,000 (2009: RMB654,000) have not been
recognised in respect of the tax that would be payable on
the distribution of the retained profits of the Group’s PRC
subsidiary as the Company controls the dividend policy of
the subsidiary and it has been determined that it is probable
that profits earned by the Group’s PRC subsidiary will not be
distributed in the foreseeable future.

0.ZEHMBRRERZAESD

(&)

(0

(d)

WARERZIELEDREE

R YR T T 2(p)FT 8 2 & 7T B
MR BB ERATAIEES
BeBBR iR REBERE
A AT ED A 2 5 18 DA 85 oK SR B
ABEA  AEEERBEFR
ZEFBEERERECHIEEL
E49,094,000C AR (ZZEZF
FLF 52,824,000 A R#) o
BIEBRITRE  SEBHEBRT
RERRY HHE_ZT—ZTF
T+ A=+t BLEFERFPH
29,338,000t AR (ZZEZT 1
F : 18,666,000 A REE) 2 Fi1H
BEUTARERZAFHE AR
JEZERU AL R =T — P F 5 H
BRI o

W ARERZIELEBHEEE

HRARRIEHZENB AR Z
BB - LB EE AR
A 5 Rt AN S B R B B R A A
IR D B T RM#ETHIR
MR ZZE—ZEF+RA=+—
H EfAEERPEOMEA
ANRESDKEERERT AR
#51,304,000C K IR EFT B T &
E(ZZEZNF 1 654,000 AR
) o
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B % WS MR

31. &1E

The Group
N
Provision Provision
for guarantee for other
rental income guarantee
(Note (a)) (Note (b)) Total
REHE Ht
WAz B REZBE
(Pt 3E@)) (B (b)) #at
RMB" 000 RMB’ 000 RMB’ 000
FTARE FTARE FTARE
At 1 January 2010 RZE—ZF—-H—H - - -
Provisions made FTE# & 4,163 - 4,163
Disposal of subsidiary (note 35(a)) HEH B AR (fg3E35()) (4,163) - (4,163)
At 31 December 2010 R-E-—ZF+_-_A=+—H - - -
Notes: MiaE -
(@)  Pursuant to the terms of the disposal agreement in relation to the (@) WBEEELEREMETHEAZTNHE

EDERERLDA

disposal of the investment property to China Life, Mei Kong warrants
China Life that within three years commencing from the day after the
point of delivery date of 15 July 2010 (the “Rent Commencement
Date”), the minimum annual rental to be generated from the property
shall be NTD56,100,000 (equivalent to approximately RMB12,695,000)
(the “Guarantee Income”) and if the actual rental income is less than
the Guarantee Income, Mei Kong shall compensate the difference (the
“Shortfall”) to China Life. Both parties to the agreement shall calculate
the annual rental income at the anniversary of each relevant year. In the
event the Guarantee Income for a particular year cannot be reached, Mei
Kong shall compensate the Shortfall within two months after settlement
of the actual annual rental income.

Mei Kong had entered into a separate reimbursement and custodian
agreement dated 12 May 2010 with a real estate agent, who also
acted as the real estate agent for Mei Kong’s disposal of the investment
property to China Life. The agent agreed to bear the Shortfall within three
years commencing from the Rent Commencement Date.

2010 4 7R

ERHGER ERAPEASER  H
XNBP-_FT-—ZTFLATHBE(H
WIEBE DB ZBERF=ZFNR - ZY
¥ATE 4+ 2 &K F 78 456,100,0007T
e (FBE R 412,695000T ARE)
(MRFEWAD  EEFEHEHKAER
REBEWA - ERBRATEASHEEE
(MEx#ml) - pREHRESERBT
EZAFHFEEEHASKRA - BRE
EEMZRBURALEEE - EIEHER
ERFERSBALEEMEANEE
EREE -

ERR-F-FERAT-AR—IHE
RIBLITET LB REE DR HHE
RIBINAZ I IR A R T EA
B2 WERE - RREEAEREHL
GEREEEE-PEE
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31. PROVISIONS (Continued)
Notes: (Continued)

(@) (Continued)

Provision is therefore made for the best estimate of the expected
settlement under the disposal agreement. The amount of provision takes
into account the estimated difference of NTD19,545,000 (equivalent to
approximately RMB4,163,000) according to a rental income valuation
report prepared by an independent valuer. A separate asset is recognised
for any expected reimbursement pursuant to the reimbursement and
custodian agreement that would be virtually certain if a claim were to
be made. As at the date of disposal of Mei Kong, RMB4,163,000 is
included in other receivables in current assets in respect of such expected
reimbursements (see note 35(a)).

Pursuant to the terms of the disposal agreement in relation to the disposal
of 100% equity interests in Mei Kong to Taiwan Mayer, the Group agreed
to indemnify Taiwan Mayer (i) all costs and expenses incurred by Taiwan
Mayer in connection with any claim or action commenced at any time
before or on the date of the disposal agreement against the Group in
relation to Mei Kong; and (i) any due or undue guarantee, liability or
tax liability at any time before or on the date of the disposal agreement
against the Group in relation to Mei Kong.

The warranty of Guarantee Income as mentioned in note 31(a) would
be a liability to be retained and borne by the Group as it is the undue
guarantee incurred before the date of the disposal agreement against the
Group in relation to Mei Kong.

On disposal of Mei Kong on 27 September 2010 and as at 31 December
2010, provision of RMBNIl is recognised by the Group as the directors
consider the estimated provision for the Shortfall amounted to
NTD 19,545,000 (equivalent to approximately RMB4,163,000) to be
borne by Mei Kong can be fully reimbursed by the real estate agent
pursuant to the reimbursement and custodian agreement entered into
between Mei Kong and the real estate agent. Accordingly, Mei Kong will
not suffer a loss on the guarantee and consequently the Group will not
suffer a loss on the undue guarantee in relation to the Shortfall.

31. &8 (&)

MaE (&

(a)

(#)

EEEHZEY BN R REMTED
Bl - RIBEB Y GEMEEZAS A
fHEHRE - B H £ EE119,545,0007T 37
B (HEE R 44,163,000T AREE) 2 &
AEEERERN - MRRELERE - BIF
MERTE R —EEBNEEEA
TEHEB B AT A AT - RHEEE
T2 8 BRI STEREE 4,163,000
TTARBHEBIEEREE EH i EUIR
K2 AW (RHEE35)) °

REENHEXEMARAEE T A&
XDZHEBBRZIGR  AEERER
EREBXTMBENEAREERTHE
Wz Bk Al - BSRIEARRE 2 (E (A E
BEXREREZRAMMA  R>NER
REARSEFTHEG#E 2 A2
EEREER AR RIBZER &
AERRIEALE -

R 312 RERABREERR
EAEEFITHE R ARl EXE
1R REIF AR R AN SR B (R BR YR -

R-ZE-ZFAA-_+LALEEE
ZARRZ=ZZE—ZEF+=—A=+—8"
HEERABFEEAEZ B REBEGTE
&3 519,545,000 ¥ & % (AE R Y
4,163,000t A R¥E) - IREBEEE R E
REFITZNERTE E 228
B2ERE  AEEEIASTAREZ
B At ERERSERZES
WEAREBEREGRZRERERAZ
REIERERZEE -
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32. EQUITY SETTLED SHARE-BASED

TRANSACTIONS

The Company has a share option scheme which was adopted on
24 May 2004, for the primary purpose of providing incentives
and to recognise the contribution of the eligible participants
to the growth of the Group and will expire on 24 May 2014.
Under the share option scheme, the board of directors may grant
options to eligible full time employees, including any executive,
non-executive and independent non-executive directors, and
consultants or advisers of the Company and/or any of its
subsidiaries.

Up to 31 December 2010, no options have been granted since the
adoption of the share option scheme in 2004. The total number of
shares in respect of which options may be granted under the share
option scheme and any other option schemes is not permitted to
exceed 30% of the issued share capital of the Company from time
to time, without prior approval from the Company’s shareholders.
The number of shares in respect of which options may be granted
to any individual in any year is not permitted to exceed 1% of the
issued share capital of the Company, without prior approval from
the Company’s shareholders.

Options may be exercised at any time from the date of grant to
the 10 years of the date of grant. No minimum period for which
an option must be held is required. The exercise price, which is
determined by the board of directors, is the highest of: (i) the
closing price per share on the date of grant; (i) the average closing
price per share for the five business days immediately preceding
the date of grant; and (iii) the nominal value of a share.

EHnEREBERALA 2010 F =R

R.UEEEES ARG HER

ZR5
ARABRE-—BAR_ZTTNERA
“THMERAZEREE X2A
MERARERSEER TR LR
BRERAEBZRRIEHZER -
ZEEMR T -mWFRAZ+TIA
& e RIBERAETS  EFEAM
REBRZEZRES (BEARRR X
HEMMBRARZERMMNITES  3F
HITEERBIUIFNITES RERK
AR X R AR -

BE-—T-TF+-A=+—RH A=
T2 0 BB AR AT B R A DA R A
BT R - EREARFRR
ERBET - IRIRME RS 8 R AT
H A B A M 5T B T BE IR L 2 BB R A P
W2 B BB G B AR R
BEATIRA Z30% © FEARMEARD AR
RELMET  WERFE R ERE
AT RERR 27 BB AR AR AT 8 I 2 B ) K
BTBBBARREEITRAZI% -

BRETHEARDAHEZAE0
FRARKITE MERTLEFER
Rz &EHE EEEMETE 2T
FEELARATERZESE (KD
KB B H 2 SRR IE ¢ (D) R
EERRHAMMAELXR 2 TEE
BB ¢ R(iBRth EME
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33. CAPITAL, RESERVES AND DIVIDENDS
(@) Movements in components of equity
The reconciliation between the opening and closing balances

of each component of the Group’s consolidated equity
is set out in the consolidated statement of changes in

Notes to the Financial Statements

—EF+_A=t—HLFE

33. BRA - REREKRE

(a) HEFR D HEE

AEBGEAEDZEHDZFN R
FREBZHRENIEAERE
BRA AR T1I/”J|MZ¥EE‘BJ%E’$

equity. Details of the changes in the Company’s individual

components of equity between the beginning and the end of

the year are set out below:

FORFRE2EHFINMT

The Company ¥ N/NES|
Retained
profits/
Share Share  Warrant Special  Exchange (accumulated
capital | premium reserve reserve reserve losses) |  Sub-total Total
REEA/
R& | RiaE B KRG ENRRE (B4ER) Nt h)
RMB'000 | RMB'000  RMB'000  RMB'000  ARMB'O00  RMB'000 | RMB'000  RMB'000
TIARE |THARE TIARE TRARE FrARE TTARE | TIARE TrARE
Balanceat 1 anuary 2009 “EEAE-A-HZER 59460 82,345 - IsAT BN (G188 12059 179989
Changes inequity for 2009 —STNFHEREE:
Totel comprehensive income A2 ENESE -
for the year:
- Proft for the year -F AR - - - - - 13493 13493 13493
Balance at 31 December 2009 —EEAE+ZR
=t-RER 59,460 82,345 - 125211 (35,221) (38313) 134,022 193,482
Bllnceat 1 lanuary 2010 “5-SF-F-H7EH 59460 8,345 VLYK (35221) (8313 13402 193482
Changes inequityfor 2010: ~ ~E-TEEFES:
Total comprehensive income ~~ ERZENGEE :
for the year:
~Profitfor the year ~EREH - - - - - 42,650 42,650 42,650
-bichange diferenceson -~ EHEREAES
translation of financial FEEE EREE
statements to presentation
currency - - - - (8,365) - (8,365) (8,365)
lsue of warrants note 33(0Y)  &f73B 8 (Fi&E33(d)1) - - 985 - - - 95 985
Issue of new shares on evercise  17(¢ AREES 73R
of warrants note 33(d)(i) (FrsE33(d) i) 9,846 44308 (985) - - - 8303 53,169
Balanceat 31 December 2010 ~E-FF+-A=1-E
BB 69,306 126,653 - 125211 (43,586) 4337 212,615 281,91
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33. CAPITAL, RESERVES AND DIVIDENDS 33. kA~ RBERE (&)
(Continued)
(b) Dividends (b) BE
No dividend was paid, declared or proposed during both MFATES RS HEIRERE
years, nor has any dividend been proposed since the end of MERREOERERE

the reporting period.

(c) Share capital () WA
Authorised and issued share capital AER B ETRA
2010 2009
—E-FF —ETNF
Number of Number of
shares RMB shares RMB
BRHEE AR Rin e B AR
000 000 000 "000
T Tt T Tt
Authorised: JETE ¢
Ordinary shares of SR E0.108 T
HK$0.10 each 2 Eimik 2,000,000 195,662 2,000,000 195,662

Ordinary shares, issued BT M#IE ~
and fully paid: LiEiR -

At 1 January n—H—H 576,000 59,460 576,000 59,460

Issue of new shares on  1T{ERIXHERF B 7T
exercise of warrants A% (B 7£33(d) (i)

(note 33 (d)ii) 115,200 9,846 - -
At 31 December Rt+ZA=+—H 691,200 69,306 576,000 59,460
The holders of ordinary shares are entitled to receive TEPEIE A A AR ES R
dividends as declared from time to time and are entitled to ZHEE  WAENKAATREKX
one vote per share at meetings of the Company. All ordinary @ LI HERRBHEAE —BEiRE
shares rank equally with regard to the Company’ s residual BomARNTZRBREEMS -
assets. B BT S R SR -
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33. CAPITAL, RESERVES AND DIVIDENDS

33. kA~ RS (&)

(Continued)

(d) Warrants

(d) RREE
Warrant with subscription
price of HK$0.54

(ii)

agreement (“Warrant Subscription Agreement”) with Valley Park
Global Corporation (the “Subscriber”), a company incorporated
in British Virgin Islands with limited liability and an independent
third party to the Group. Pursuant to the Warrant Subscription
Agreement, the Company has issued 115,200,000 non-listed
warrants at an issue price of HK$0.01, each of which carries the
right to subscribe for one new ordinary share of the Company
of HK$0.10 at the warrant exercise price of HK$0.54. The
subscription rights attaching to the warrants may be exercised at
any time during a period of 12 months commencing from the date
immediately after the date of issue of the warrants on 12 July 2010.

On 27 October 2010, the Subscriber fully exercised the warrants
to subscribe for 115,200,000 ordinary shares in the Company at
a consideration of HK$62,208,000 (equivalent to approximately
RMB53,169,000) of which HK$11,520,000 (equivalent to
approximately RMB9,846,000) was credited to share capital and
the balance of HK$50,688,000 (equivalent to approximately
RMB43,323,000) was credited to the share premium account.
In addition, an amount attributable to the related warrants of
RMB985,000 has been transferred from the warrant reserve to the
share premium account.

(ii)

RBEASAB T ZRRER
Number ‘000 RMB’'000
28 (F) FxARE
Issued during the year (note (i) FREET (HEEG) 115,200 985
Exercised during the year (note (ii)) FRTE (HFEG)) (115,200) (985)
Balance in issue at 31 December 2010 RW_Z—ZF
+—A=+—H%{TE% - -
Notes : ffsE -
() On 12 July 2010, the Company entered into a warrant subscription ) RZEBE—ZEFLtA+=H AR

A]EdValley Park Global Corporation
([REAl —HREBELHES
S BRAT] - AAEEN
BN E=77) M RREFRER
& o BERREZRERZE - A2
F]%%77115,200,00019 3 - 1 2R
#E - BRETE.0NET - B
R BN A TR RREE I TEE
0.544 7T o (REE—RARAIRA
HEREE10B Tz FHE Rk
R o SRARIEZ FTMT R REERE I Y
ZREAREEZITAR(ZZT—F
FLtA+=ZB)EHEHT=@EAR
AR BB T

RZZE—ZTF+A=-++t8"
REEBRTERRES R
8 7115,200,0000% & R 7] ¥ 8@
f% - R {84 562,208,000/ T
(#8% 153,169,0007T A R#) -
H i #911,520,000 7T (FHE R
9,846,0007T AR ) 5 ABRAIR -
0 4% #4 4950,688,0005% 7T (18E 7
43,323,0007T A R¥8) 5 AR AN
BIR o o) - ABRERAREE AL 2
£ %8985,0007T A R B BRI
FHEEEBRERAREIR -
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33. CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(e) Nature and purpose of reserves

(i)

(ii)

EDERAERLDA

Share premium

The application of the share premium account is
governed by the Companies Acts of the Cayman
Islands.

Under the Companies Acts of the Cayman Islands, the
funds in the share premium account of the Company
are distributable to the shareholders of the Company
provided that immediately following the date on which
the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as they fall due
in the ordinary course of business.

Special reserve

The Group

The amount represents the paid-in capital of the
Company of 1 share of HK$0.10 each and the special
reserve of RMB83,570,000 arising from exchange of
1 share of the Company of HK$0.10 for the entire
share capital of Bamian pursuant to the reorganisation
scheme dated 12 December 2003 less distribution of
final dividends of RMB12,000,000 and RMB4,000,000
for the years ended 31 December 2004 and 2005
respectively.

The Company

The special reserve represents the difference between
the nominal value of the shares of the Company
issued in exchange for the issued share capital of the
subsidiaries and the value of the underlying assets of the
subsidiaries pursuant to the group reorganisation on 12
December 2003.

2010 4 7R

33. B A&~ REEKRE (&)

(e) RBZMERBMN

()

(ir)

Btr 518
Betnim Bk 28 MR H A
ERRVEFMRE -

RIEFEHERRE AR
AR R ER 2 E & 2K
TARRRR - EEEERZE
IREBIR - NRFZARES
ENfAEEEHEEZ2HE

&

Sl

REE
ZEEERAA R E0.10
BTz EBERAE  UEE
BERPA-_ET=F+_
A+-—BzEHHAE R
ZENFERZFEERF+=
A=+ —BHKRIRERARKR
B 5 Bl /=Z12,000,0007C A B
& 124,000,0007T A RH#E -+ 1A
RAT0108 7T 2 1B IR 19 32
MAEMEMRAMES 2
BIIf##583,570,0007T A FRHE o

ZN/N)

KRl BEARRRE-F
E=F+-_At-HZ&HE
B ARBMB AR D E
TR T 3817 2 B4 o B £
B ARIEEEEEZR
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33. CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(e) Nature and purpose of reserves (Continued)

(iif)

(iv)

v)

Statutory surplus reserve

The Articles of Association of Guangzhou Mayer
requires the appropriation of 10% of its profit after
taxation, based on its statutory audited accounts, each
year to the statutory surplus reserve until the balance
reaches 50% of the registered capital. According to the
provision of the Articles of Association of Guangzhou
Mayer, in normal circumstances, the statutory surplus
reserve shall only be used for making up losses,
capitalisation into registered capital and expansion of
the production and operation of Guangzhou Mayer.
For the capitalisation of statutory surplus reserve into
registered capital, the remaining amount of such reserve
shall not be less than 25% of the registered capital.

Statutory public welfare fund

Pursuant to the PRC Company Law, Guangzhou Mayer
shall make allocation from its profit after taxation at the
rate of 5% to 10% to the statutory public welfare fund,
based on its statutory audited accounts. The statutory
public welfare fund can only be utilised on capital items
for employees’ collective welfare. Individual employees
only have the right to use these facilities, the titles to
which will remain with the Company. The statutory
public welfare fund forms part of the shareholders’
equity but is non-distributable other than in liquidation.
With effect from 1 January 2006, the appropriation
is not a statutory requirement in accordance with the
PRC Company Law (2006 Amendment). Guangzhou
Mayer adopted the amended Company Law and no
appropriation was made.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with the accounting policy set out in
note 2(s).

G

33. A - REERE (&)

(e) REzMERE W ()

(iir)

(iv)

v)

FEEAFEE

BEMZET 2 5= 24 A
RE SFABRBELEEL
BERIRE - BRBEENZ
0% BEEERES HE
ZiE B REFMER50%
A IE o R IR BN X T8 AR &
ERMAIZHE E—RIE
T EERERE ] RER
SHEE - B MR A kB
BREMEDZAEHREE -
BEEABEBRBKRARE
ZiEE 2 BB ERN T
B& AN25% o

FEE R

BRI R ERAEE EMNE
DARBEETLEEZIE
B BEBRBEREFZ5%
EI0%EBEEE LGS -
EERmERIARAREE
EREMNMBHNERIER -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

33. CAPITAL, RESERVES AND DIVIDENDS
(Continued)

(e)

()

(9)

EDERAERLDA

Nature and purpose of reserves (Continued)
(vi)  Warrant reserve

The warrant reserve represents the net proceeds
received in respect of the outstanding warrants issued
by the Company. The reserve will be transferred to share
capital and share premium accounts upon the exercise
of the warrants.

Distributability of reserves

At 31 December 2010, the aggregate amount of reserves
available for distribution to owners of the Company was
RMB256,201,000 (2009: RMB169,243,000).

Capital management

The Group'’s primary objectives when managing capital are to
safeguard the Group's ability to continue as a going concern,
so that it can continue to provide returns for shareholders
and benefits for other stakeholders, by pricing products and
services commensurately with the level of risk and by securing
access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
stakeholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital
structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of
gearing ratio. This ratio is calculated as net debt divided by
total capital. Net debt is calculated as total bank borrowings
(including current and non-current borrowings as shown
in the consolidated statement of financial position) less
cash and cash equivalents and bank deposits. Total capital
is calculated as total equity attributable to owners of the
Company as shown in the consolidated statement of
financial position plus net debt.
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33. CAPITAL, RESERVES AND DIVIDENDS 33. A&~ RBEKRE (&)
(Continued)
(g) Capital management (Continued) (9) EXEE (&)
During 2010, the Group's strategy, which was unchanged AEBR-_ZE—EFHEEERE
from 2009, was to maintain a gearing ratio below 80%. In LE AR FESO% LA T » 1tk 58 % £R
order to maintain or adjust the ratio, the Group may adjust ZETNFER  BRIFIAE
the amount of dividends paid to shareholders, issue new BARZRE  ANEEATAZRMRKRRE
shares, raise new debt financing or sell assets to reduce debt. IRER B 28 BITHRMH K
The Group's gearing ratio at 31 December 2010 and 2009 HEEERE AEBR T —
was as follows: TERZZENFF+ZA=+—
HeEEBGBLENAT :
2010 2009
—E-ZF ZZETNF
RMB’ 000 RMB’ 000
FRARY FTARE
Total borrowings (note 29) BEE (HE29) 118,242 279,418
Less: Cash and cash equivalents and B ReRBEeEEEE
bank deposits WA R R AT 30 (B 525 »
(note 25, 26 and 27) 261%27) (111,811) (105,847)
Net debt FETS 6,431 173,571
Total equity attributable to owners of AR FHEHE ARG AR
the Company 358,690 295,510
Total capital BEXR 365,121 469,081
Gearing ratio BEXRBELE 2% 37%
Neither the Company nor any of its subsidiaries are subject to RNAFISEWNBATHESER
externally imposed capital requirements. GNFTE N 2 B AR )
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

Exposure to credit risk, liquidity risk, interest rate risk and currency
risk, arises in the normal course of the Group's business. The
Group is also exposed to equity price risk arising from its equity
investments in other entities. The Group’s exposure to these risk
and the financial risk management policies and practices used by
the Group to manage these risks are described below.

(@) Creditrisk

The Group's credit risk is primarily attributable to trade and
other receivables and financial assets at fair value through
profit or loss. Management has a credit policy in place and
the exposures to these credit risks are monitored on an
ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit
over a certain amount. These evaluations focus on the
customer’s past history of making payments when due and
current ability to pay, and take into account information
specific to the customer as well as pertaining to the
economic environment in which the customer operates.
Trade receivables are due within 30 to 180 days from the
date of billing and may be extended to selected customers
depending on their trade volumes and settlement with the
Group. Debtors with balances that are more than 6 months
past due are requested to settle all outstanding balances
before any further credit is granted. Normally, the Group
does not obtain collateral from customers.

Investments are normally only in liquid securities quoted on
a recognised stock exchange, except where entered into
for long term strategic purposes. Given their high credit
standing, management does not expect any investment
counterparty to fail to meet its obligations.
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34. FINANCIAL RISK MANAGEMENT AND FAIR 4. EEREER A FE(F)

VALUES (Continued)

(@) Credit risk (Continued) (a) EERMK (&)

The Group's exposure to credit risk is influenced mainly by
the individual characteristics of each customer. The default
risk of the industry or country in which the customers
operate also has an influence on credit risk. At the end of
the reporting period, the Group’s concentration of credit
risk by geographical location is mainly in the PRC, which
accounted for 87% (2009: 93%) of the total trade and other
receivables. The Group has concentration of credit risk by
customers as for 12% (2009: 9%) and 31% (2009: 32%)
of the total trade and other receivables were due from the
Group’s largest customer and the five largest customers
respectively at the end of the reporting period.

The maximum exposure to credit risk without taking account
of any collateral held is represented by the carrying amount
of each financial asset in the consolidated statement of
financial position after deducting any impairment allowance.
Except for the financial guarantees given by the Group as
set out in note 39, the Group does not provide any other
guarantees which would expose the Group or the Company
to credit risk. The maximum exposure to credit risk in respect
of these financial guarantees at the end of the reporting
period is disclosed in note 39.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade and other
receivables are set out in note 23.
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BB PNMEHAR NEBE
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For the year ended 31 December 2010 & Z=—

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(b) Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surpluses and the raising of loans to
cover expected cash demands, subject to approval by the
parent company’s board when the borrowings exceed
certain predetermined levels of authority. The Group's
policy is to regularly monitor its liquidity requirements and
its compliance with lending covenants to ensure that it
maintains sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines of
funding from major financial institutions to meet its liquidity
requirements in the short and longer term. The Group relies
on bank borrowings as a significant source of liquidity. As
at 31 December 2010, the Group has available unutilised
banking facilities of approximately RMB172,703,000 (20009:
RMB249,980,000), details of which are disclosed in note 29.

The following table shows the remaining contractual
maturities at the end of the reporting period of the Group's
and the Company’s non-derivative financial liabilities based
on contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period) and
the earliest date the Group and the Company can be required
to pay:
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(b) RBEERE
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& 34. FINANCIAL RISK MANAGEMENT AND FAIR 34. B EEEERER N FE(E)
& VALUES (Continued)
(b) Liquidity risk (Continued) (b) FEELE (E)
The Group K2
010 2009
o%-3% EEE
Contractual undiscounted cash flow Contractual undiscounted cash flow
THAERRER TOREERER
Morethan ~ More than Carrying Morethan  More than Carying
Within ~ fyearbut ~ 2years but amount Within - Tyearbut  2yearshut amount
1 year or within within -~ More than at 1 yearor within within - More than it
on demand 2years 5 years 5 years Total 31122010 ondemand 2 years 5 ears 5 ears Totd 311202009
H-%-%F HZFENE
-Ehg -ERE REAE toRZt-B Mg -FRE REKE tZBZt-8

Ezx RER EfR BRR ag  CKEE  BEX RER EfR ERR B8 JREE
RMBOD  RMBODD  RMBOM  RMBOD  RMBO0  RMBOO  RWBOD  RVBOND  RVBOID R0 RMBO0 AMBOOD
TRARE TRARM TRARE  TRARM  TRARE  TRARM  TAARE  TRARE  TAARE  TRARE  TRARE  TRARR

Bank borrowings i34 118,476 - - - 118,676 118242 159443 015 25,05 115,188 30,139 19418
Tradeand oher payales ~ EBERETR 40939 - - - 40939 40939 53038 - - 53,038 53038
AHERTA
159,15 - - - 159,615 159,181 1881 015 25,05 115,188 351 332,456
Financl quaranteessved:  BETHBER :
Masimum amount BRERE
quaranteed (note 39)  (FFEE30) 15,185 - - - 15,185 - - - - - - -
The Company KL AE]
010 2009
o%-3% ERE
Contractual undiscounted cash flow Contractual undiscounted cash flow
THABRRER ThFEERLR
Morethan ~ More than Carrying Morethan — More than Caying
Within ~ Tyearbut 2 years but amount Within - Tyearbut  2yearshut amount
1yearor within within -~ More than at Tyearor within within - More than it
on demand years 5 years 5 years Total 317122010 ondemand 2yeqrs 5 ears 5 years Totdl 31120009
Ho%-3F HoRENE
-FRg -EAR BEAE t2fZ1-8 -Ehg -ERE REER 2R+
2R FER i3 BF4 B8 kAR EEX RER RER ity g hER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RB'000 RB'000 RVB'000 RVB'000 RVB'000 RMB'000
TIARE  TrARE  TRARE  TRARM  TRARE  TRARE TRARE  TRARE TrARE  THARE  THARE  TRARM
Biigg - - - - - - 6900 - - - 6900 6366
EENRA 5402 - - - 5402 5402 14518 - - - 14518 14518
540 - - - 540 5400 2418 - - - 1418 21,384
Financil quaranteessved:  CEIHHER:
Marimum amount BRERE
quaeneed note39)  (FE9) 18298 - - - 18298 - 47798 - - - 47798 -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(b) Liquidity risk (Continued)

(9]

EDERAERLDA

The amounts included above for financial guarantee
contracts existing as at 31 December 2010 are the maximum
amounts the Group and the Company could be called if that
amount is claimed by the counterparty to the guarantee.
Based on expectations as at 31 December 2010, the Group
and the Company considered that it is more likely than not
that no amount will be payable under the arrangement. This
estimate is subject to change depending on the probability
of the counterparty claiming under the guarantee which
is a function of the likelihood that the financial receivables
held by the counterparty which are guaranteed suffer credit
losses.

Interest rate risk

The Group manages its interest rate exposure based on
interest rate level and outlook as well as potential impact
on the Group’s financial position arising from volatility. The
Group currently does not have any interest rate hedging
policy in relation to fair value and cash flow interest rate risks.
The directors monitor the Group’s exposure on ongoing basis
and will consider hedging the interest rate should the need
arise.

The Group is exposed to fair value interest rate risk in relation
to fixed-rate borrowings and bank deposits carrying fixed
interest rates and cash flow interest rate risk in relation to
variable-rate borrowings (see note 29 for details of these
borrowings) and short-term deposits placed in banks and
financial institutions that are interest-bearing at market
interest rates (see note 25, 26 and 27 for details of these
deposits).
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34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(9]
(i)

Notes to the Financial Statements

EFE

. i REBREERAFE (&)

Interest rate risk (Continued) () FI== b (F)
Interest rate profile () FIXAHE
The following table details the interest rate profile of the TRAIIAEBRARRE Z
Group's and the Company’s interest-bearing financial TEERmEERTEERE
assets and interest-bearing financial liabilities at the end BERMEMRZFERAS
of the reporting period:
The Group The Company
150 |
2010 2009 2010 2009
3-8% “ITNE %-%% Z3ENE
Effective Effective Effective Effective
interest interest interest interest
rate fate rate rate
BRAIE ERI= ERAIE ERI=
%  RMB'000 %  RMB'000 %  RMB'000 %  RMB'000
ARl TRARM BAlL FLARE BAl TRARE BAlL FTARE
Assets BE
Fixed rate financial asset EERZSREE
loantoa jointly controlled &4 —F
entity AREHES 15% 72,836 - 15% 72,836 -
Variable rate financial asset FEHNZEREE
Bank balances and RiERRES
deposits 0.001% - 111,675 0.01%- 101,864 | 0.001% - 9,034 0.01% 5,696
14% 103% 0.1%
Total financial assets ~ BEHEE 184,511 101,864 81,870 5,6%
Liabilities af
Fived rate borrowings ~ EEEE
Bank borrowings RITEE 174% - 118242 | 028%- 138242 - -
4% 2.5%
Variable rate borrowings  FE£E
Bank borrowings BIEE - 19%%- 141176 - 196% 6,866
12%
Total borrowings BEg 118,242 2719418 - 6,866
Fired rate borrowings TEEE
sapercentageof ot (BEERE
borrowings ZERHL 100% 49.47% - -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(c) Interest rate risk (Continued)

(ii)

EDERAERLDA

Sensitivity analysis

All of the bank loans and bank deposits of the Group
which are fixed rate instruments are insensitive to any
change in interest rates. A change in interest rates at the
end of the reporting period would not affect profit or
loss.

At 31 December 2010, it is estimated that a general
increase/decrease of 50 basis points in interest rates
for variable rate bank balances and deposits and bank
borrowings, with all other variables held constant,
would have increased/decreased the Group's profit after
tax and retained profits by approximately RMB368,000
(2009: decreased/increased by approximately
RMB276,000). Other components of consolidated
equity would not change in response to the general
increase/decrease in interest rates.

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied
to the exposure to interest rate risk for variable rate
interest bearing financial instruments in existence at
that date. The 50 basis points increase or decrease
represents management’s assessment of a reasonably
possible change in interest rates over the period until
the next annual end of the reporting period. The
analysis is performed on the same basis for 2009.
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34. FINANCIAL RISK MANAGEMENT AND FAIR 4. EEREER A FE(HF)

VALUES (Continued)

(d) Currency risk (d) E¥ER

The Group is exposed to currency risk primarily through sales
and purchases which give rise to receivables, payables and
cash balances that are denominated in a foreign currency
i.e. a currency other than the functional currency of the
operations to which the transactions relate. The currencies
giving rise to this risk are primarily United States dollars, New
Taiwan dollars, Hong Kong dollars and Renminbi.

As the estimated foreign currency exposure in respect of
committed future sales and purchases and estimated foreign
currency exposure in respect of highly probable forecast
sales and purchases is not significant, no hedging on foreign
currency risk has been carried out during the year under
review.

In respect of trade receivables and payables denominated in
foreign currencies, the Group ensures that the net exposure
is kept to an acceptable level by buying or selling foreign
currencies at spot rates where necessary to address short-
term imbalances.

()  Exposure to currency risk

The following table details the Group’s and the
Company’s exposure at the end of the reporting
period to currency risk arising from recognised assets
or liabilities denominated in a currency other than the
functional currency of the entity to which they relate.
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR 3. i ERERE R A FE (&)

VALUES (Continued)

XEERERAA

(d) Currency risk (Continued) (d) E%¥EE(E)
(i)  Exposure to currency risk (Continued) () EEHEESE R (E)
The Group PINCS
2010
ZE-ZF
United New Hong
States Taiwan Kong
dollars dollars dollars  Renminbi
Ey Fan B ARH
000 000 000 000
Tr Tr Fr Fr
Loan to a jointly controlled entity &3R5I EE 11,000 - - -
Trade and other receivables 2 SRR R A IR 15,379 5,195 21,824 5
Pledged bank deposits BEMRITER 788 - - -
Cash and cash equivalents Re kA& EEEE 5,104 - 4,985 -
Bank borrowings RITEE (17,855) - - -
Trade and other payables BoRFESREMENTE (3,040) (550) (1) -
Overall net exposure arising from ~ E£BEHEREE
recognised assets and liabilities REEZEBETER 11,376 4,645 26,808 5
2009
“EENE
United New Hong
States Taiwan Kong
dollars dollars dollars  Renminbi
e ma BT AR
000 000 000 000
Tr Tr Fr Fr
Trade and other receivables B 5 MR 5 R A b e MR 16,883 13,195 16,625 5
Pledged bank deposits BEMRITER 787 - - -
Cash and cash equivalents BeRBREeFBEER 6,690 - 5,977 1
Bank borrowings RITEE (21,240) - - -
Trade and other payables Z S EMRI R AN FE (3,047) (79) (96) -
Overall net exposure arising from ~ E£BEHEREE
recognised assets and liabilities LEaEsERFRR 67 13,116 22,506 6

2010 4 7R
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. 34. FINANCIAL RISK MANAGEMENT AND FAIR 34. M REBREER QA VE (H)
A VALUES (Continued)
(d) Currency risk (Continued) (d) E¥ER(E)
(i) Exposure to currency risk (Continued) () ZBEHEEKER (&)
The Company PiN/NES]
2010
—2-2F%
United New
States Taiwan
dollars dollars Renminbi
EY naw AR
000 000 000
Tr T T
Loan to a jointly controlled entity ERTHAEHEE 11,000 - -
Other receivables Hip EUGRIR 1,492 - 5
Pledged bank deposits BHEBRITER 788 - -
Cash and cash equivalents RekHeFEER 204 - -
Overall net exposure arising from EXBCHABE
recognised assets and liabilities LeEsEEFRR 13,484 - 5
2009
ZTTNF
United New
States Taiwan
dollars dollars Renminbi
e mek AR#
000 000 000
T T T
Other receivables Hib EYGRIR 1 - 5
Pledged bank deposits BEARTER 787 - -
Cash and cash equivalents BekHeSEER 397 - 1
Bank borrowings BITEE (1,000) - -
Other payables Hio M FE (1,566) (50) -
Overall net exposure arising from EXBCHABE
recognised assets and liabilities REBECERFAR (1,381) (50) 6
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR 3. i EREE R A FE (&)

VALUES (Continued)

(d) Currency risk (Continued) (d) E¥ER(E)

(i) BRI

(i) Sensitivity analysis

EDERAERLDA

The following table indicates the instantaneous change
in the Group’s profit after tax (and retained profits)
that would arise if foreign exchange rates to which
the Group has significant exposure at the end of the
reporting period had changed at that date, assuming all
other risk variables remained constant. In this respect,
it is assumed that the pegged rate between the Hong
Kong dollar and the United States dollar would be
materially unaffected by any changes in movement
in value of the United States dollar against other

TRINRAGE B2 BB 1 i
MRRBEN) AEAEE
A R 5 HA SR [ 4 8 K R A
Bz NEERAIGEHIRZ A
BESMBNELZES
1R E L A R e 2 B 55 S
Boptms  ERRAET
RETZHMEERTGEX
THEMERERZZHM
EEBATE -

currencies.
The Group KE
2010 2009
—E-ZF —EZNF
Increase/ Effect on Increase/ Effect on
(decrease) profit after (decrease)  profit after
in foreign tax and in foreign tax and
exchange retained exchange retained
rates profits rates profits
HERBiIE HERBiR
HMEER HEIRRE SNEERER HF RRE
FO(K) BRZEE (%) mAzHE
RMB’' 000 RMB’ 000
FRARY FrTARE
United States dollars Ew 5%/(5%) (444)/444 5%/(5%) 13/(13)
New Taiwan dollars e 5%/(5%) 38/(38) 5%/(5%)  112/(112)
Hong Kong dollars AT 5%/(5%)  860/(860) 5%/(5%) 793/(793)
Renminbi AR 5%/(5%) -/~ 5%/(5%) —/-
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(d) Currency risk (Continued)
(i) Sensitivity analysis (Continued)

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects
on each of the Group entities’ profit after tax and
equity measured in the respective functional currencies,
translated into Renminbi at the exchange rate ruling
at the end of the reporting period for presentation
purposes.

The sensitivity analysis assumes that the change
in foreign exchange rates had been applied to re-
measure those financial instruments held by the
Group which expose the Group to foreign currency
risk at the end of the reporting period, including inter-
company payables and receivables within the Group
which are denominated in a currency other than the
functional currencies of the lender or the borrower.
The analysis excludes differences that would result from
the translation of the financial statements of foreign
operations into the Group'’s presentation currency. The
analysis is performed on the same basis for 2009.

(e) Equity price risk

The Group is exposed to equity price changes arising from
equity investments classified as financial assets at fair value
through profit or loss (see note 21).

The Group's listed investments are listed on the Shanghai
Stock Exchange and Shenzhen Stock Exchange. Decisions to
buy or sell trading securities are based on daily monitoring
of the performance of individual securities compared to that
of other industry indicators, as well as the Group’s liquidity

needs.

34. M RAREER QA VE(E)

(d) E¥EE(E)

(i) HEE ST ()
ERIARZDMERREKSE
AEBBETSEERNEES
BT REPRZER
HMEABAREAHES| 2 A
B B B 1% i 1) R e o 2 BB
AW -

FRE DT REINEE R
HHOARENTELAEE
PiT %5 78 0 B8] T {6 7 % [ 10 ¥R
SHMRNERB 2SR T
H BREEEARZEILIE
B RETT 2 e B % at
180 JE A 5RO B B R OR
DM BRI EINER 2 W
BREMERAREE 2T
B Z8 - WANTR =
EENFZR—EEET -

() WHIERER

AEBERWH /EAFEINAR
BmRZEREEZBRMHENE
R ERER (RHE21)

AEEZ ETREGE EBESFR
SR FINEZR LN - B
BRHGEHIRETIABRER
(BRI FE 53R (B E 7T 1R
) RASERBUEESFE AR

£ o
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B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(e) Equity price risk (Continued)

All of the Group’s unquoted investments are held for long
term strategic purposes. Their performance is assessed at
least bi-annually based on the limited information available to
the Group, together with an assessment of their relevance to
the Group's long term strategic plans.

At 31 December 2010, it is estimated that an increase/
(decrease) of 10% (2009: n/a) in the relevant stock price
with all other variables held constant, would have increase/
decrease the Group's profit after tax (and retained profits) as

34. M EBREER A FE &)

() BHEMREER (&)

AEBEMAEREREDFHER
BRRBIERS  ERNARERE
ZERER  ERAZERELR
SEREREE ZAEREEDZF
o ZDEBMEFE—REKA -

R_ZE—ZTF+_-_F=+—H"
e BRI =GR EF (TEE)
10% (ZZZNF : TEA)  HEitw
HENY  2EAKE BT

follows: (RIRBERF)IGM, WA OT
The Group K [F
2010 2009
—E-FfF —ZETNF
Effect on Effect on
profit after profit after
tax and tax and
retained retained
profits profits
HHBEF B2 A
RREAEF RAREBEF
EA a7
RMB’ 000 RMB’ 000
FRARY FREARE
B R EE R 2 28
0 10% 719 10% n/a
za (10)% (719) (10)% n/a

The sensitivity analysis indicates the instantaneous change
in the Group’s profit after tax (and retained profits) that
would arise assuming that the changes in the stock price had
occurred at the end of the reporting period and had been
applied to re-measure those financial instruments held by
the Group which expose the Group to equity price risk at the
end of the reporting period. The analysis is performed on the
same basis for 2009.

2010 4 7R

PR T RN AR BB RR
MRREBN) SHBAELEZ
28 BRRBEEREPERS
HIRE A - WE BIEEH T EM
LEAREFEESARENRS
HIREEROHERRR ST
B -ZESTR_-_ZTENFZHE
EEE o
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For the year ended 31 December 2010 #HZ=—ZF—=

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

FH—A=+—RHIEFE

34. M RAREER QA VE(H)

(f) Fair values H DFHE
(i) Financial instruments carried at fair value () URFEGFZ2HIA

The following table presents the carrying value of TERZVRMEBRK  RE

financial instruments measured at fair value at the B BHREERETR 2/

end of the reporting period across the three levels of TE:BRIMETHATE

the fair value hierarchy defined in HKFRS 7, Financial LMHEH =MERF - A

Instruments: Disclosures, with the fair value of each AFEFENESHRITAZIKR

financial instrument categorised in its entirety based on HE BEEIENSHI

the lowest level of input that is significant to that fair B RFEE2HDIERBEA

value measurement. The levels are defined as follows: WEESER FEBAHAD
FEFAEHESE - WS
REEWT :

e Level 1 (highest level): fair values measured using o FIR(HEER A
quoted prices (unadjusted) in active markets for REERmSHERS
identical financial instruments BT EMRE CREH

B)FERANTE

e Level 2: fair values measured using quoted prices in o ZE2H:-FMAEEERM
active markets for similar financial instruments, or HHENS R T AR
using valuation techniques in which all significant B IFBEEZHAY
inputs are directly or indirectly based on observable BEEHEERATERR
market data T 35 BB B fh (B T

AEATE

o Level 3 (lowest level): fair values measured using o  FIM(HEFER) : A
valuation techniques in which any significant input AEMEEH ANIEE
is not based on observable market data A R T 5 SR A

BERMETEATE
The Group The Company
NG ¥ 1C]
2010 2009 2010 2009
“E-%F “2ENF “2-%F “ERAE
Level 1 Level 1 Level 1 Level 1
£- £ £ £
RMB'000 RMB'000 RMB'000 RMB'000
FTARE FLTARE FLARE FLARE
Assets BE
Financial assets at fair value through ~ RAFEIABER
profit or loss LEBEE 9,448 - - -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)

(f) Fair values (Continued)

(ii)

Fair values of financial instruments carried at other than
fair value

The fair values of cash and cash equivalents, bank
deposits, trade and other receivables, trade and other
payables and bank borrowings are not materially
different from their carrying amounts because of the
immediate or short term maturity of these financial
instruments.

(g) Estimation of fair values

The following summarises the major methods and

assumptions used in estimating the fair values of financial

instruments.

(i)

(ii)

(iii)

EDERAERLDA

Securities

Fair value for quoted equity investments is based on
quoted market prices at the end of the reporting period.

Interest-bearing bank borrowings

The fair value is estimated as the present value of future
cash flows, discounted at current market interest rates
for similar financial instruments.

Financial guarantees

The fair value of financial guarantees issued is
determined by reference to fees charged in an arm'’s
length transaction for similar services when such
information is obtainable or is otherwise estimated by
reference to interest rate differentials. Where reliable
estimates of such information can be made, the latter
is arrived at by comparing the actual rates charged by
lenders when the guarantee is made available with the
estimated rates that lenders would have charged had
the guarantees not been available.

2010 4 7R

34. M EBREER A FEE)

()

(9)

D FE (&)

(ir)

@ T AN FEKRIFLFE

ReBReFTEER - RiT
TR EHRUIRR R E M
FENRIR - B B A IR R K
HiEMNFRAERRTEEZ
NPEERAETESAR
Al RS TANRK
S SESIAEIEGR

AT @A
T REA A SRIAY
AFEOE B ERBR -

(1)

(ir)

(iir)

BRERNDIE 2 RFETD
PAsh & IR P sz T 5 B 18
REAE -

HERTHE
ATERAKRLHEL R
B RN SBTAZRT
BT A ) Mt -

M ER

EEHEHZMBRERZAF
BN2EZRURBERFR
SR 2 & A (R &
BZER)  R2ENXEH
tEfGaT - M FERER 52
wibE BETDALRAER
ERTETREZ BERA X
HRBORBERTHEHED
FEUWER 2 I ZFHH AT o
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For the year ended 31 December 2010 & Z—

35. DISPOSAL OF SUBSIDIARIES

Notes to the Financial Statements

T-TEt-ASt-BLAE

35. HEM B A A

(a) Disposal of a subsidiary attributable to discontinued

operation

For the year ended 31 December 2010

As explained in note 8, the Group disposed its entire
100% equity interests in Mei Kong, which carried out

property investment operation, on 27 September 2010
for a consideration of NTD260,474,000 (equivalent to
approximately RMB55,481,000). The net assets of Mei Kong

at the date of disposal were as follows:

(a)

HERBRCRILEBRZHEBL
=i
HE-_Z—ZF+-_A=+—8
IHFE

Kt sEsE c R—T—ZTFNA
ZHEBR AEBREEREEW
¥IAE) Z100% AR - KRB
260,474,0007C ¥ & ¥ (FHE R4
55,481,000 ARE) - REEE
B EEZ2FEENT :

Consideration received 2R E
2010 2009
—E-EfF —ETNF
RMB’' 000 RMB"000
FTrRARY FRARE

Consideration received in cash and BEWRENRE RS

cash equivalents Z{EIAEA 55,481 -
Total consideration received BB RE 55,481 -

Mayer Holdings Limited Annual Report 2010
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B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEKB AT (&)

EDERAERLDA

(a) Disposal of a subsidiary attributable to discontinued (a) HEFBRCKRLEEKZHBL
operation (Continued) 7 (&)
Analysis of asset and liabilities over which control was KEEZGEZ2EERBEIN
lost
As at 27/9/2010
R=ZB-ZFhA=++tH
RMB’ 000
FrTARY
Current assets REBEE
Cash and cash equivalents ReHReFEER 56,180
Pledged bank deposits EEMRITHER 5

Other receivables (note 31(a)) H b e U s TE (M 5E31(a)) 4,163
Amount due from intermediate holding company FEW R R AR A B FRIE 12,780
Current liabilities REBEE
Other payables and accruals HAth B < 5R B K FEETFRIA (171
Provision for guarantee rental income (note 31(a)) AR & WA B (M5E31(a)) (4,163)
Current taxation BIEARR I8 (1,479)
Net assets disposed of T EZFEE 67,315
Loss on disposal of a subsidiary HE—HERBARZEER
2010
—E-FF
RMB" 000
FTARE
Consideration received 2R E 55,481
Net assets disposed of FTHEZFEE (67,315)
Cumulative exchange differences in respect of REREMTB D B Sl R
the net assets of the subsidiary reclassified HERBARFEEE@AZ
from equity to profit or loss on loss of RETE N EEAER
control of subsidiary EEERER (172)
Loss on disposal HEEE (12,006)

The loss on disposal is included in the profit from
discontinued operation in the consolidated income statement

(see note 8).

2010 4 7R

HEBBRESRABRERTHAR
BERIEEB2EN (RHES) -
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B % W E MR

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEMBE QT (&)
(a) Disposal of a subsidiary attributable to discontinued () HEFBRCKRLEEKZHBL
operation (Continued) A (&)
Net cash outflow on disposal of a subsidiary HE—RBMBARZERERE
2010 2009
—E-ZF ZETNF
RMB’ 000 RMB’ 000
FRARY FTAR®
Consideration received in cash and RekBREEMAEER
cash equivalents ZBEWKRE 55,481 -
Less: cash and cash equivalent W BERESHRS
balances disposed of ZEBEEEH (56,180) -
(699) -
The impact of Mei Kong on the Group's results and cash flows ERUAEBERFERTF 2EE
in the current and prior years has been disclosed in note 8. RReRE 2 BN ESIKRE -
(b) Disposal of subsidiaries - Deemed disposal of interests (b) HENBAR-RIELENEL

in subsidiaries — Glory World and its subsidiaries

For the year ended 31 December 2010

As explained in note 18, on 15 September 2010, the
Company lost effective control over Glory World, a then
jointly controlled entity of the Company, upon the Company
entered into a joint venture agreement (“JV Agreement”)
with Taiwan Mayer. Pursuant to the JV Agreement, the
Company pay USD999,999 (equivalent to approximately
RMB6,621,000) for subscription of 49.99% equity interests
in Glory World whereas Taiwan Mayer pay USD1,000,000
(equivalent to approximately RMB6,621,000) for subscription
of 50% equity interests in Glory World.

T 2 % — Glory World & H [ B
N
HE—FT—ZFFF-_H=+—H
IFFE
WM EE18FTIH - R=ZT—FF
NA+ERB  ARRIHEAEED
e EmE ((a&H#E]D -
B A2 B 999,999 7T (17
B 1 496,621,000 A R#) R B
49.99% Glory Worldi& A% -
& /&3 0 1+ 111,000,000 7T
(F0 & 7°6,621,0007T A R #) R
B850% Glory Worldf& A ## 25 -
g - RREER KR EHGlory
World (R AR E % 2 £REHIE
BE) BT HIE
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B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEKB AT (&)

(b) Disposal of subsidiaries — Deemed disposal of interests
in subsidiaries — Glory World and its subsidiaries
(Continued)

Upon completion of the above transaction on 15 September
2010, the Group's interests in Glory World was diluted
from 100% to 50%. Accordingly, Glory World and its
subsidiaries ceased to be subsidiaries and became jointly
controlled entities of the Group. The Group has adopted
equity accounting in respect of its interests in Glory World
thereafter.

Consideration received

(b) HEWBLAR -RELHSHEBL

7] 2 % — Glory World &2 H B
A7) ()

RZZE—ZTFAATHATKE
MR 51 - AEE R Glory World
ZHEEH100%MEE50% © FEt
Glory World R B K@ A AT~ H A
NEEBZWBRAR Bk A=
FEEGHIEE AEEREEDH
% Glory WorldZ # 25 #R #y i 25
A ©

B E
2010 2009
—2-%F —TTAF
RMB’ 000 RMB’ 000

FRARY TETARE

Fair value of 50% equity interests REERE 2 Glory Worldz
in Glory World retained 50%M AN 2 AT E
by the Group 6,621 -
Total consideration received Bl E 6,621 -
Analysis of assets and liabilities over which control was lost REEFIEZEEREEDN
As at
15/9/2010
R-B-FF
hWA+EHB
RMB" 000
FLARE
Current assets REEE
Cash and cash equivalents Be MBS EBEER 47,273
Current liabilities REAE
Amount due to immediate holding company &~ P R #5E A B FRIE (47,273)
Net assets disposed of EEFRBEE -

EHnERBERLA 2010 F =&
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEM B QT (&)

(b) Disposal of subsidiaries - Deemed disposal of interests (b) HEHNBAR-RIELENEL
in subsidiaries — Glory World and its subsidiaries T Z 2 — Glory World & H K &
(Continued) UNGIRE )

Loss on loss of control in subsidiaries KEMBATEFEZER
Year ended
31/12/2010
—B2-2F
+t=A=+—H
LFE
RMB’ 000
FTARKE
Consideration received BEUWARE 6,621
Net assets disposed of EEFREE -
Additional investment made by the Group REB AR S 1EH MRIFR
by cash to maintain 50% equity interests Glory WorldZ 50% & 7Z<
in Glory World w2 BIMNTE (6,621)
Cumulative exchange differences in respect of KM B A B2 S R
the net assets of the subsidiaries BB ARFEER@A
reclassified from equity to profit or loss on loss of REtEH ZEAER
control in subsidiaries EMBEZER (67)
Loss on loss of control in subsidiaries KEMB AR ZESIE 2 EE (67)
The loss on loss of control in subsidiaries is included in REMB R RIESIEZBEFALZRS
the other operating expenses in the consolidated income BakPEMEERSE -
statement.
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B % WS MR

For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

35. DISPOSAL OF SUBSIDIARIES (Continued) 35. HEKB AT (&)

(b) Disposal of subsidiaries — Deemed disposal of interests
in subsidiaries — Glory World and its subsidiaries
(Continued)

Net cash outflow arising on loss of control in

(b) HEWBLAR-RIELEKHBL
7] 2 % — Glory World &2 H B

nF (&)

REMBAREHERRZFER

subsidiaries SR
2010 2009
—E2-2F —TTNHF
RMB’ 000 RMB’ 000
FRARY FRTARE
Additional investment made REE R Z Glory World
by the Group by cash to maintain Z50% M AR 2 AFE
50% equity interests in Glory World (6,621) -
Cash and cash equivalent balances
disposed of EERHERSEEMEH (47,273) -
(53,894) -

ETERERAAT 2010 F R
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

36. MATERIAL RELATED PARTY TRANSACTIONS

(a) During the year, the Group entered into the following
material related party transactions which were carried

out in the normal course of the Group’s business:

(i)

ROC, a wholly-owned subsidiary of the Company,
entered into an aircraft lease agreement with Daily
Air Corporation (“Daily Air”), a related company in
which Mr. Huang Chun-fa, a former non-executive
director of the Company and currently a director
of Taiwan Mayer, has beneficial interest, regarding
the leasing of four aircrafts and the provision of
consultancy services, including provision of qualified
and experienced pilot and technician, by ROC to Daily
Air for a term of three years commencing from 1
May 2006 to 30 April 2008 in consideration of rental
income, ranged from USD23,000 to USD26,000 per
month per aircraft, and consultancy fee income, based
on the actual cost of provision of consultancy services
and limited to USD20,000 per month. On 6 May
2008, the lease agreement was extended to 7 July
2011 with rental income and consultancy fee income
remain unchanged. At the end of the reporting period,
RMB4,393,000 (2009: RMB8,557,000) is due from this
related company which is unsecured, interest free and
repayable within the next twelve months from the end
of the reporting period (note 23(e)). The amounts of
transactions during the year are disclosed in (vi) below.

36. EXEHEALRS
(@) RFER FEMEBFEBHE
TEAEMEALRRNT

(i)

REE2AKBARNEER
ERERRELEMERNDE
RAE ([EEmzE]) (KA
AIAIFNITESE RAEED
REEEERETENRER
HAHES ) 5] MR
EffiE - NA B EINERME
ZHERBBERERZM
ERHEERRYE  BZEF
NERA—HEZZEZN
FOA=Z+tHILAH=F"
REEBSWA - TR
& A 23,0003 7T £26,000
ETTE UREMEK
A UEBERESEBRK
NEEFEET - JLE A20,000
ETAR RZZEZTNEFH
ARB HERBHEDE—F
ERZE-_ZFT—F AL
A el AREEERA
Al T8 - NiRERK -
EWZEBEARRER
4,393,000t ARB (ZTZ
JLE ¢ 8,557,000 A R EE)
(Mt3E23(e)) - BRI &
IR - BB RARMEER
BrZEAREE - FAU
B 2 BN T ()RR -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

36. MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(a) (Continued)

(if)

EDERAERLDA

On 13 April 2007, Guangzhou Mayer, a 81.4%
indirectly owned subsidiary of the Company, entered
into a raw material purchase agreement with Taiwan
Mayer for the acquisition of raw materials from Taiwan
Mayer for the period commencing from 1 April 2007 to
31 March 2010. The maximum amounts of raw material
purchase for the three years ended 31 March 2008,
2009 and 2010 were in the amounts of USD3,900,000
(equivalent to approximately RMB30,100,000),
UsD4,300,000 (equivalent to approximately
RMB33,200,000) and USD4,700,000 (equivalent to
approximately RMB36,300,000), respectively.

On 22 May 2009, Guangzhou Mayer entered into a
revised raw material purchase agreement with Taiwan
Mayer for the period commencing from 1 July 2009
to 31 December 2011. The maximum amount of
raw material purchase for the six months ended 31
December 2009 was of USD1,560,000 (equivalent to
approximately RMB10,723,000), and the two years
ending 31 December 2010 and 2011 will be in the
amounts of approximately USD2,340,000 (equivalent
to approximately RMB16,080,000) per annum. The
amounts of transactions during the year are disclosed in
(vi) below.

2010 4 7R

36. EXREREALXRZ (F)

(a) (&
(ii

=

RZZZLFWA+=A"
RNATIFEFE81.4% %
ZHBAREBMETSRS
82 g0 5] 3R M ORHE BB
FOUAMAEETHER
ME - B-_ZEZTEFNA
—ARE=E-_ZET-ZTF=HA
=t—HIE - HE-_ZZ
NFE ZZTETNF - ZF
—ZEF=ZA=+—HL=
F-EMBREZFELR
2 Bl #5 #3,900,0003% 7t (#8
B MR #730,100,0007T A B
#) + 4,300,000% 7T (HE
7 4933,200,0007T A K %)
124,700,000% 7T (FHE R 4
36,300,0007C A RH#) o

e
[

R_ZEEZNFRA=+=
H:EMEGHESEEDHM
—EENFELA—HEZZ
—— &+ A=+—HHHE
BN B E] 2 RAM KB BE
i - HE_TThE+=
A=+—HLERNEAZER
MHRRENES 2 EHL
71,560,000 7T (A& R &Y
10,723,0007C AREE) » TR
BHE-_Z—ZSFR=-_F——
F+_A=+—HIEMEF
E#85 Bl4952,340,0003E 7T
(& R #916,080,0007T AR
H) o FAR ZEEER(vi)HE

%o
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For the year ended 31 December 2010 HZEZE—Z—ZF+_A=+—HILFE

36. MATERIAL RELATED PARTY TRANSACTIONS

(Continued)
(@) (Continued)

(ii)

(iii)

(Continued)

On the same date, Guangzhou Mayer entered into
a finished goods sales agreement with Taiwan
Mayer for the sales of finished goods to Taiwan
Mayer for the period commencing from 1 July 2009
to 31 December 2011. The maximum amount of
finished goods sales for the six months ended 31
December 2009 was of USD1,837,000 (equivalent to
approximately RMB12,626,000) and the two years
ending 31 December 2010 and 2011 will be in the
amounts of approximately USD3,675,000 (equivalent
to approximately RMB25,261,000) and USD5,512,000
(equivalent to approximately RMB37,878,000),
respectively. The amounts of transactions during the
year are disclosed in (vi) below.

On 13 August 2010, the Group entered into a disposal
agreement with Taiwan Mayer in relation to the disposal
of the Group’s 100% equity interests in Mei Kong to
Taiwan Mayer at a consideration of NTD260,474,000
(equivalent to approximately RMB55,481,000). On 27
September 2010, the registration procedures on the
transfer of shares were completed and a loss on disposal
of the subsidiary of RMB12,006,000 was recorded by
the Group (see note 35(a)).

36. EXEEEALTRS (&)

(a)

(&)
(ii)

(iii)

(&)

BH EMEDTHESEXD
IVEKREERZE A
EBER=_ZTZTAFLA—H
EZE——F+ZA=+—
HE MM A 2XhiEER
e BE_TTNF+=
A=+—HBL~EAZH
K EN & 2BEHN
#$1,837,000% 7T (FH & R &Y
12,626,0007C A RHE) - i
HE-_Z—ZSFR-_FT—
F+-A=+—HLEMAEAF
E 55 5#)7%43,675,0003 7T
(FE R 4925,261,000C AR
) %5,512,0003 7T (ABE 7
#737,878,0007T AR #E) o &
WA 5T T (Vi) TR

RZE—ZEFN\A+=8"
REEHEAEXDIVHE
W P REHEREERE
E100% K A iEwm T & &
25 - R{E/5260,474,0007CHT
& k& (F8& M 4955,481,000
TARKE) RZZTE—TF
AWAZ++ER BHhER
AffREFEERN A&
B SLENBRAREBRE
12,006,0007C A R #& (& M
#£35(a)) °
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36. MATERIAL RELATED PARTY TRANSACTIONS

(Continued)
(@) (Continued)

(iif)

(iv)

EDERAERLDA

(Continued)

Pursuant to the terms of the disposal agreement
with Taiwan Mayer, the Group agreed to indemnify
Taiwan Mayer (i) all costs and expenses incurred by
Taiwan Mayer in connection with any claim or action
commenced at any time before or on the date of the
disposal agreement against the Group in relation to
Mei Kong; and (ii) any due or undue guarantee, liability
or tax liability at any time before or on the date of
the disposal agreement against the Group in relation
to Mei Kong. The warranty of Guarantee Income (as
detailed in note 31(a)) would be a liability to be retained
and borne by the Group as it is the undue guarantee
incurred before the date of disposal agreement against
the Group in relation to Mei Kong. Provision of RMBNil
is recognised by the Group as at 31 December 2010 (see
note 31(b)).

On 15 September 2010, the Company entered into
the JV Agreement with Taiwan Mayer, pursuant to
which the Company pay USD999,999 (equivalent
to approximately RMB6,621,000) for subscription of
49.99% equity interests in Glory World whereas Taiwan
Mayer pay USD1,000,000 (equivalent to approximately
RMB6,621,000) for subscription of 50% equity interests
in Glory World. The formation of the jointly controlled
entity represented a deemed disposal of 50% equity
interests in Glory World and its subsidiaries, Sinowise,
Elternal Galaxy and Grace Capital. A loss on deemed
disposal of the subsidiaries of RMB67,000 was recorded
by the Group (see note 35(b)).
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(Continued)
(@) (Continued)

(v)

(vi)

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE
36. MATERIAL RELATED PARTY TRANSACTIONS  36. EXEBEA LR S (&)
(a) (&)
The Company, certain subsidiaries and jointly controlled vy, X2E -HTHBRAR
entities executed a cross guarantee arrangement to a HEAZFHEERAAEE R
bank in respect of banking facilities of RMB26,491,000 HEZFHERBTERE
(2009: RMBNIl) granted to the Group and the jointly 26,491,000t AR (ZF
controlled entities. In addition, the Company pledged TNF  E)m—RIBITEL
a bank deposit of RMB5,216,000 (equivalent to HEERBZE L AR
USD788,000) to the bank to secure the banking AILASRT1E3K5,216,0007T A
facilities (see note 25). Under the guarantee, the R # (f8& 1 788,000% jT)
Group and the jointly controlled entities are jointly and ABEBURGRITEER (R
severally liable for all and any of the borrowings from MtzF25) « EULERT - K
the bank which is the beneficiary of the cross guarantee SERHERZESEEALRR
(see note 39). 85t 2 & R E 1] 2R B % iR
THEERRZZ=A) 2B
FEaE (AKF39) -
The Group also entered into the following material (vi)y REBFANGENXTIE
related party transactions during the year: REBEALTRS :
Name of Nature of
related party Nature of relationship transaction Amounts of transactions
BEHEALER BENE RAtE RatH
2010 2009
“E-Z% ZETNE
Note RMB'000 RMB' OQO
Mz FrAR® TFTARE
Lo Haw and his spouse  Family member of director of the Company Rental paid (i) 120 120
BERERR AARAESC RN E BffEg
Daily Air Under control of a director of ultimate holding  Rental income (ii) (7,961) (8,033)
BRfz _company of the Company BelA
RERNRREER AR ZESEH Consultancy fee income (i) (339) (356)
EIEELON
Consumable stock sales (ii) - (830)
BRERHE
Taiwan Mayer Uttimate holding company Rental paid (i) 18 24
REXT RRERRE BEffES
Purchases of raw materials (i) - 5,474
B
Sales of finished goods (ii) (1,010) (1,578)
g1
Interest expenses (iif) 38 -
MEx
Glory World Jointly controlled entity of the Company Interest income (i) (278) -
KRRz RAEHIEE FEBA
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Notes to the Financial Statements

36. MATERIAL RELATED PARTY TRANSACTIONS

(Continued)
(a) (Continued)

(vi) (Continued)

Notes:

(i) The rentals which were paid for premises owned by Mr. Lo
Haw, an executive director of the Company, and his spouse
and Taiwan Mayer were determined with reference to the

prevailing market rental.
(i) Mutually agreed by the parties concerned.

(iii)  Interest bearing at 1.5% per annum.

(@) (&)

(vi)
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36. EXEREALXRZ (F)

i)y BBEEE(KARRWTE
=) RERBMERZ A
MEINZEEH2ZRIT
mISHEESEE

(i) FMBEBEALEEHE -

(i) FBIAFFE15%1E o

(vii)  Amounts due from/(to) related parties: (vi) FEUL (FELT) BREE ALK
18
The Group The Company
XEH NS
2010 2009 2010 2009
“E-ZF _TTHE “Z-ZF  ZTTHAF
RMB'000 RMB' 000 RMB'000 RMB' 000
FTRAR®E  FTARE FTRAR®  FTTARE
Amount due from a related U B BEE N BIFUR
company (note 23(e)) (Fi5£23(e)) 4,393 8,557 - -
Amount due to a director ERNEZEFE
(note 28(b)) (Pt 5%28(0)) (1,058) (1,119) (1,058) (1,119
Loan to a jointly controlled THRZHEELER
entity (note 19) (fi5E19) 72,836 - 72,836 -
Amounts due from jointly [EMERIZHEETE
controlled entities (Ff5¥23(d))
(note 23(d)) 1,140 - 1,140 -
Amount due to ultimate FET R AR PR
holding company (F15528(0))
(note 28(c)) (10,633) (11,607) - (10,753)
Amount due from a subsidiary &Y B 2 71 Z0I8
(note 24) (P5E24) - - 2,980 5,356
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36. MATERIAL RELATED PARTY TRANSACTIONS
(Continued)

(b) Key management personnel remuneration

Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as
disclosed in note 9 and certain of the highest paid employees

Notes to the Financial Statements

B WS KA

For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

36. EXEHEALTRZ ()

(b) ETEEBEASZHM
TEEEABZHM (RIEME)
FREE N AR RIESE 25BN
FIFHEENETRSFHEREZ

as disclosed in note 10, is as follows: RIE)E
2010 2009
—E-BF —ETHhF
RMB’' 000 RMB’ 000
FrARY FrRARY

Salaries and other short-term & N E A5 HA

employee benefits FiEE R 4,014 3,478
Retirement scheme contributions BRAREF B R 16 16
4,030 3,494

Total remuneration is included in “staff costs” (see note
6(b)).

37. COMMITMENTS

Capital commitments outstanding at 31 December 2010 not
provided for in the financial statements were as follows:

FrENEEEEt AT EBACA J (M
6(b)) °

37. &IE

@ R=F-FF+-A=+—AD
AR AL AR BB B 2

BAGEEMT ¢
The Group The Company
AEE NG|
2010 2009 2010 2009
—E2-%F% ZETNE “E-2F% —ZINE
RMB'000 RMB' 000 RMB'000 RMB' 000
FrAR®  FTRARE FTRAR®  FTIARE
Contracted for RHES!
— Acquisition of property, plant —lEEYE - e
and equipment & 167 3,722 - -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

37. COMMITMENTS (Continued)

(b) At 31 December 2010, the total future minimum lease

37. &4 (&)

payments under non-cancellable operating leases are payable

(b)) MW=

T-TE+-A=+-8"

REBEFARBEHELEHO 2 BREK

as follows: REERFKBELOT -
The Group The Company
S EUN
2010 2009 2010 2009
—E-%F “ETNF “E-2F —ETNF
RMB’ 000 RMB' 000 RMB’ 000 RMB' 000
FTRARY TRIARE TRARM FTARE
Within 1 year —FR 1,604 602 1,505 410
After 1 year but within 5 years —F&ERFR 2,382 99 2,382 -
3,986 701 3,887 410

The Group leases a number of properties under operating

leases. The leases typically run for an initial period of one to

three years, with an option to renew the lease when all terms

are renegotiated. None of the leases includes contingent

rentals.

38. PLEDGE OF ASSETS
At 31 December 2010, the following assets are pledged to banks

AREBRBLEMOERZEYE -
BO—RNE /P —E=F "AIAE
BRUEBMERMAGIREME - &
MOBZHREE -

38. EEHE

for the banking facilities and loans granted to the Group and the

Company and the Group'’s jointly controlled entities.

A

TE+ZAS+—8 WUT

ZEECHAKE  ARFRAKE

HRZEH

ERERZBRITEERER

T ERTT -

The Group The Company
piS-1c] NN

2010 2009 2010 2009
“2-%% _TTNF CZB-BF _TTNF
Note RMB'000 RMB" 000 RMB'000 RMB' 000
[l FRAR®  FTRARK FrRARY FrARS
Investment property REME 14(f) - 157,745 - -
Pledged bank deposits ~ BEFRITER 25 5216 5,404 5216 5,404
5,216 163,149 5,216 5,404

XTEERERAA

2010 %
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For the year ended 31 December 2010 #HE—ZT—TF+_-_A=+—HItFE

39. FINANCIAL GUARANTEE 39. BT I IE R

During the current and prior years, the Company has given
corporate guarantees to certain banks in connection with banking
facilities of RMB43,048,000 (2009: RMB92,180,000) granted by
the banks to the subsidiaries. At 31 December 2010, the facilities
drawn down by the subsidiaries were RMB33,113,000 (2009:
RMB47,798,000).

The Company is one of the entities covered by a cross guarantee
arrangement executed by the Company, its subsidiaries and jointly
controlled entities to a bank in respect of banking facilities of
RMB26,491,000 (2009: RMBNIl) granted to the Group and the
jointly controlled entities. Under the cross guarantee, the Group
and the jointly controlled entities are jointly and severally liable
for all and any of the borrowings from the bank which is the
beneficiary of the cross guarantee.

The maximum liability of the Company at the end of the reporting
period under the corporate guarantees issued represents the
amount of the facilities drawn down by the subsidiaries of
RMB33,113,000 (2009: RMB47,798,000). The maximum liability
of the Group and of the Company at the end of the reporting
period under the cross guarantee issued represents the amount
of the facilities drawn down by the jointly controlled entity of
RMB15,185,000 (2009: RMBNil). No recognition was made
because the fair value of the guarantees was insignificant and that
the directors did not consider it probable that a claim would be
made against the Group and the Company under the guarantees.

RAFEREF  AQRFEITRM
BAREL ZEEMRE THRITIRME
R AEIRA3,048,000 L AR (Z2F
JL4F £ 92,180,000T AREE) o A=
—ZF+-_A=+—H WEBARFE
1REVE B#833,113,000t AR (= F
TfLEF 47,798,000 AR ©

KRAFE - HHE AR R LR B EE
BETAEE R m HERBREH
26,491,000t ARB (ZETNF : T
TARY) ZRTEEBELMEEER
ZHE ARRREF—RIEBEER -
BEXEEERG®E  AEERER
22 ) E B8 R & 8 Bl 5k 2 B0 I AR 2K
E;%Ew(%*ﬁﬁﬁ%zx P
/TA

RMERR  ARRpEBHAZ B
ERMARZSESELT  NIEZHNEB
A A FTRE 2 15 E %833,113,0007T A
R (ZZTTNF : 47,798,000t A R
Be) o REBRAQRRNRBEHRLE
HYEZHEEERMAZZSESEE
ThigZ A REHIE BRI RITR
B4 515,185,000 AR (Z TN
F:TTARKE) - ARERZAFE
WIEXK MEERALAEEBRAA
AIEAZERMERELBRERZ#EET
= v B U A E AR o
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

40. EMPLOYEE RETIREMENT BENEFITS

Defined contribution retirement plan

Pursuant to the relevant labour rules and regulations in the PRC
and Vietnam, the Group participates in defined contribution
retirement schemes governed by the relevant local government
authorities in which they operate. The Company’s subsidiaries in
the PRC and Vietnam are required to make monthly contributions
to the retirement schemes up to the time of retirement of the
eligible employees, at a rate of 12% and 21% of the local standard
basic salaries respectively. The local government authorities are
responsible for the pension liabilities to these retired employees.

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme") under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the jurisdiction
of the Hong Kong Employment Ordinance. The MPF Scheme is a
defined contribution retirement plan administered by independent
trustees. Under the MPF Scheme, the employer and its employees
are each required to make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap of monthly relevant
income of HK$20,000. Contributions to the plan vest immediately.

As of 31 December 2010, the Group has no other material
obligation for the payment of pension benefits associated with
those schemes beyond the annual contributions described above.

EHnERBERLA 2010 F =&

40. & SR KEF
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BEFBERBRE 2 BELEER &
SEH2HEEMM S BUSKBEMES
ZERBETERNTE - RATRFE
kgEzHBRARRAERERRK
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EHIZERE KRG ©12%M21% ° 5
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BIEBBEH M AER TR - &
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

41. MAJOR NON-CASH TRANSACTIONS MNEEFRERS

(a) Proposed acquisition of Maxipetrol Hong Kong Limited (a) #HUWEBEMaxipetrolEBER A A

_ On 26 November 2009, the Company entered into a sale ZEEAFE+—AZ+RB K
= and purchase agreement with various vendors which are NAREZEZRRERELEE W
third parties independent of the Company and of the Group. HEBBEARBENNARNFR

Pursuant to the agreement, the vendors have conditionally AEBE=7 REHE &

agreed to sell and the Company has conditionally agreed FBEBREHRAELEMARTS

to purchase 1,000 shares of Maxipetrol Hong Kong Limited 1 {1 [F) = B8 AMaxipetrol Hong
("Maxipetrol HK"), representing the entire issued share Kong Limited ([ Maxipetrol HK])

capital of Maxipetrol HK at an aggregate consideration 21,0008 iz 7 (BIMaxipetrol HK

of HK$1,264,000,000 (equivalent to approximately EHEBETHRA) BREAE
RMB1,112,699,000) which will be satisfied by the Group 1,264,000,0005% 7T (FHE 4

at completion (i) as to HK$400,000,000 (equivalent to 1,112,699,0007C A R#) » #
approximately RMB352,120,000) by the issue of 3-years AASEERTHRUTIAAX
promissory notes; (i) as to HK$600,000,000 (equivalent to £+ (i) #400,000,0007% 7T (18
approximately RMB528,180,000) by the issue of 5-years B 7 49352,120,0007C A R#) A
convertible notes, bearing interest at a rate of 1% per BIT3FHARZEBRAAZN

annum; and (i) as to HK$264,000,000 (equivalent to (ii) 600,000,000 7T (48 & K 4
approximately RMB232,399,000) by the issue of 8-years 528,180,0007C A R #) DA 8475
convertible notes, bearing interest at a rate of 2% per FHA MR ERE (RF 1%

annum. Maxipetrol HK will be principally engaged in B) 7S Kdii) 264,000,000
petroleum production in Argentina. On the same date, 7ot (& 7 %9232,399,0007T

the board of directors also proposed to increase the AREE) AEIT8FE AT ]k R
Company’s authorised share capital from HK$200,000,000 BORFR2%ETE) AT -
(equivalent to approximately RMB195,662,000) divided Maxipetrol HKi# &= Z 5 [ 1R i

into 2,000,000,000 ordinary shares to HK$300,000,000 HELBHEE-RRA =5
(equivalent to approximately RMB283,692,000) divided X 32 &% i 38 18 31,000,000,000

into 3,000,000,000 ordinary shares by the creation of an fEREETEBRE  BAREE
additional 1,000,000,000 unissued ordinary shares. 7 A% ZX {5200,000,0005% 7T (40

B R #49195,662,0007T A R #)
(% /2,000,000,0000% & 3 B%)
# %300,000,00058 7T (FE R
#7283,692,000T A R¥E) (9 &
3,000,000,000/% & 3@A%) -
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For the year ended 31 December 2010 H#EZE—Z—ZF+_A=+—HILFE

41. MAJOR NON-CASH TRANSACTIONS
(Continued)

(a)

(b)

EDERERLQA

Proposed acquisition of Maxipetrol Hong Kong Limited
(Continued)

The acquisition constituted, under the Listing Rules, a very
substantial acquisition of the Company.

On 31 December 2010, being the long stop date for
fulfillment of the conditions precedent of the sale and
purchase agreement, the directors of the Company decided
not to extend the long stop date and to terminate the
acquisition due to certain conditions precedent of the sale
and purchase agreement had not been fulfilled or waived
on 31 December 2010. Accordingly, the sale and purchase
agreement became null and void and the Company’s
obligations to purchase the shares in Maxipetrol HK lapsed on
31 December 2010.

Disposal of Vietham Mayer

On 21 January 2010, Guangzhou Mayer entered into a
sale and purchase agreement with purchaser which is
Taiwan Mayer. Pursuant to the agreement, Guangzhou
Mayer has agreed to sell and the purchaser has agreed to
purchase 2,000,000 shares of Vietnam Mayer, representing
the Group's all effective interest in Vietnam Mayer, at an
aggregate consideration of USD2,100,000 (equivalent to
approximately RMB13,864,000), which will be satisfied in
cash.

The disposal constituted, under the Listing Rules, a
discloseable and connected transaction of the Company.
The disposal had been approved in the extraordinary
general meeting of the independent shareholders held on
25 March 2010. As at 31 December 2010, the directors of
the Company consider Vietnam Mayer is not immediately
available for sale until obtain approval from the relevant
government authorities and the disposal has not completed
up to 28 March 2011 due to the processing of relevant
transfer and registration procedures by the Group.

2010 4 7R

MNEFEFRRERZ (B)

(a)

(b)

W EBMaxipetrolEBER 2 7

(&)

Riz EWARR - WEBKAR A
ZIFBENMBEEE -

R-E-—TF+_A=+—H"
BliEX B B & fR G2 &
BEIEBH BAREEHERX
ERGEHTEE_T—ZF
TZTA=tT—HABERKRE
RRRESAETHERKZER
IE B EAI AR IE U RS - it - 52IB
EEMROMEE  ARFBE
Maxipetrol HK 5 2 BEETR A =
T-TF+ZRA=+—H&KkK-

HEMBEET
R_E—ZTF—F=-+—HB" &
METREFZEETEKRESR
i BULh®E  BMNEZRE
LEREFRAEBEREESD
22,000,0000% J& 10 (& 7 & @ 7
BEELCMEERERZ) 2
R AB A2,100,000% 7T (FAE R4
13,864,0007C ARYE) - AR S
FRES -

RIEEWHRY - WHESEBK
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE
42. EVENTS AFTER THE REPORTING PERIOD 42. HEHEREE

Other then those disclosed elsewhere in the financial statements, BRBMBRESITHEEEN  ~EE
the Group have the following significant events after the end of RBREREETIATEREZERSE
the reporting period that need to be disclosed: 8

(a) REELEMEXRE

(a) Deemed disposal of Vietham Mayer

On 5 November 2010, Guangzhou Mayer entered into
an agreement with Taiwan Mayer, a shareholder who
holds 30% equity interests in Vietnam Mayer, and Winner
Industrial Corporation (“Winner Industrial”), a shareholder
who holds 20% equity interests in Vietham Mayer, in relation
to the increase in charter capital of USD2,700,000 (equivalent
to approximately RMB17,825,000) in Vietnam Mayer
("VM Capital Increase”) from USD4,000,000 (equivalent
to approximately RMB26,408,000) to USD6,700,000
(equivalent to approximately RMB44,233,000). Pursuant to
the agreement, the whole amount of VM Capital Increase will
be contributed in form of cash by Taiwan Mayer only.

In the meanwhile, Winner Industrial will dispose the entire
20% equity interests in Vietnam Mayer to Taiwan Mayer
according to the sale and purchase agreement entered
into by Winner Industrial and Taiwan Mayer on 14 October
2010. Upon completion of the share transfer from Winner
Industrial to Taiwan Mayer and the VM Capital Increase, the
equity interests in Vietnam Mayer held by Guangzhou Mayer
will be decreased from 50% to 29.85% and the Group’s
effective interest in Vietnam Mayer will be decreased from
40.7% to 24.3% and Taiwan Mayer will hold 70.15% equity
interests in Vietnam Mayer. Consequently, the Group will
lose control in the board of directors of Vietnam Mayer and
hence lose the power to control the strategic financial and
operating policies of Vietnam Mayer. As a result, Vietnam
Mayer will cease to be a subsidiary of the Company. These
events constituted, under the Listing Rules, a discloseable and
connected transaction of the Company and was approved
in the extraordinary general meeting of the independent
shareholders held on 3 December 2010. The transaction was
completed subsequent to the end of the reporting period on
11 February 2011.

G

RZZE—ZEF+—FAHBE
MEGLHGEBED (FEHE
E230% M 2 ] E) EWinner
Industrial Corporation ([Winner
Industrial ] * ¥ B B EE20%
EZBRE)FTLE AR
EEBUBEEDZHAMER
#5n2,700,000E 7T (A& R4
17,825,000t A R ¥) ([#i
E D #E]) - B4,000,000% T
(¥ % M #926,408,0007T A R %)
# 26,700,000 T (& R4
44,233,000t AR ) - iRIEZ
o MEEDIE Z2BHIER
EREXGARESHM -

B - AB#EWinner Industrialf2 &
EBExDoR _ZE—FTE+H+M
BRI 2 EEWH#  Winner
Industrialif§ [\ & /& & BB H T
EMEED Z20% AR -
Winner Industrial 52 5% 8 :2 i () 2
REXTRBEETIEER &
MNELRFFBEED 2 RMDER
15 50% /% £29.85% * M A &%
EfrEdmEtsEREn i m
40.7%& E243% M & E Ik
B AR ED270.15% 5 #
oo WU AEE K AT
MEDEFEG RN WAEAMXK
212 ) 8 7 5 OB SR B 1 B RN
EWEEN B MEmEDRT
BAARRZWB AR - RIE L
MR BEEHEXNERARE
FHEEIRBERS  WERZZT
—ZEE+_A=A8BTIRES
BIARGEBLRREIE - XHE
RBEPREE-_T——F A
+—H%EK -
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For the year ended 31 December 2010 H#EZE—ZT—ZF+_A=+—HILFE

42. EVENTS AFTER THE REPORTING PERIOD 42. SREHIREE (])

(Continued)

(a) Deemed disposal of Vietham Mayer (Continued)

(a) REELEMBERTE ()

Upon completion, the assets, liabilities and the non-
controlling interests in Vietnam Mayer would be
derecognised whereas the 24.3% equity interests retained
in Vietnam Mayer would be recognised as available-for-sale
financial assets as the directors of the Company consider
Vietnam Mayer will be controlled by Taiwan Mayer and the
Group is unable to exercise significant influence over Vietnam
Mayer, with the resulting difference recognised as a gain or
loss in profit or loss by the Group.

Because the deemed disposal of Vietnam Mayer was
effected shortly before the date of approval of these financial
statements, it is not practicable to disclose further details
about the deemed disposal.

EHnERBERLA 2010 F =&

SERE BMEXEZEE B
RIREhE e S T 4% LERERR - M
PR B A BRI 3R 88 224 3% AR
BEf THRIARARLESRE
EBAARFBBRRABABEET
B aEREES MAKET
EHUEXTITEEATED
BERZERASEAERSER LU
Yo et sk B 1R AR

AR & R S5 S0 A T 5 3R
SEIERMTAELE HERLE
TARERBEEZ MG -
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For the year ended 31 December 2010 HZE—Z—ZF+_A=+—HILFE

42. EVENTS AFTER THE REPORTING PERIOD 42. SREHIEREE (F)

(Continued)

(b) RHHAFEHEREE

. (b) Capital increase in a jointly controlled entity

On 28 January 2011, the Company entered into a capital
increase agreement (the “Capital Increase Agreement”)
with Taiwan Mayer pursuant to which the share capital of
Glory World is increased from US$2,000,000 (equivalent
to approximately RMB13,242,000) to US$50,000,000
(equivalent to approximately RMB331,072,000). Pursuant
to the Capital Increase Agreement, the Company and
Taiwan Mayer agree to make further capital contribution
on a non pro-rata basis of US$19,000,000 (equivalent to
approximately RMB125,808,000) and of US$29,000,000
(equivalent to RMB192,022,000) respectively. The
consideration to be paid by the Company will be satisfied
by the following manner: (i) capitalisation of shareholder’s
loan of US$11,000,000 (equivalent to approximately
RMB72,836,000); and (ii) the balance of US$8,000,000
(equivalent to approximately RMB52,972,000) in cash
by 31 December 2012. The consideration to be paid by
Taiwan Mayer will be satisfied by the following manner:
(i) capitalisation of shareholder’s loan of US$11,000,000
(equivalent to approximately RMB72,836,000); and (i) the
balance of US$18,000,000 (equivalent to approximately
RMB119,186,000) in cash by 31 December 2012. Upon
completion of the capital injection, the Company’s equity
interest in the jointly controlled entity will be decreased from
50% to 40% and the remaining 60% will be owned by
Taiwan Mayer. Pursuant to the Capital Increase Agreement,
Glory World will be still under the joint control by the
Company and Taiwan Mayer after the capital increase.
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42. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(b) Capital increase in a jointly controlled entity(Continued)
The capital injection constituted, under the Listing Rules, a
major and connected transaction of the Company and is
subject to the approval in the extraordinary general meeting
of the independent shareholders to be held on 31 March
2011.

43. PARENT AND ULTIMATE HOLDING
COMPANY
At 31 December 2010, the directors consider the parent and
ultimate controlling party of the Group to be Taiwan Mayer, which
incorporated in the Republic of China. Taiwan Mayer produces
financial statements available for public use.
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44. ACCOUNTING ESTIMATES AND 44. gt fhat R A B

JUDGEMENTS

(a) Key sources of estimation uncertainty

(a) fAFFTREM ZEBZRR

In the process of applying the Group’s accounting policies

which are described in note 2, management has made

certain key assumptions concerning the future, and other key

sources of estimated uncertainty at the end of the reporting

period, that may have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities

within the next financial year, as discussed below:

0]

Fair values of financial instruments

The fair value of financial instruments that are not
traded in an active market (for example, available-for-
sale financial assets) is determined by using valuation
techniques. The Group uses a variety of methods and
makes assumptions that are based on market conditions
existing at the end of each reporting period. The use
of methodologies, models and assumptions in pricing
and valuing these financial assets and liabilities is
subjective and requires varying degrees of judgement by
management, which may result in significantly different
fair values and results. All significant financial valuation
models are strictly controlled and regularly recalibrated

and vetted.
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44. ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

(a) Key sources of estimation uncertainty (Continued)

(ii)

Useful lives and residual values of property, plant and
equipment

Useful lives of the Group’s property, plant and
equipment are defined as the period over which they
are expected to be available for use by the Group. This
estimate is based on the historical experience of the
actual useful lives of property, plant and equipment or
similar nature and functions. Management will increase
the depreciation charge where useful lives are less
than previously estimated lives, and it will derecognise
or write down technically obsolete or non-strategic
assets that have been abandoned or sold. Actual
economic lives may differ from estimated useful lives;
and actual residual values may differ from estimated
residual values. Periodic review could result in a change
in depreciable lives and residue lives and therefore
depreciation expense in future periods.

The carrying amount of property, plant and equipment
as at 31 December 2010 was RMB90,048,000 (2009:
RMB103,773,000). Details of the property, plant and
equipment are set out in note 14.
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44. ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

(a) Key sources of estimation uncertainty (Continued)

(iii)

Impairment of property, plant and equipment and land
lease prepayments

The recoverable amount of an asset is the higher
of its fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific
to the asset, which requires significant judgement
relating to level of revenue and amount of operating
costs. The Group uses all readily available information
in determining an amount that is a reasonable
approximation of the recoverable amount, including
estimates based on reasonable and supportable
assumptions and projections of revenue and operating
costs. Changes in these estimates could have a
significant impact on the carrying value of the assets
and could result in additional impairment charge or
reversal of impairment in future periods.

The carrying amount of property, plant and equipment
as at 31 December 2010 was RMB90,048,000 (2009:
RMB103,773,000). Details of the property, plant and
equipment are set out in note 14.
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44. ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

(a) Key sources of estimation uncertainty (Continued)

(iv)

v)

EDERAERLDA

Impairment of receivables

The Group maintains impairment allowance for
doubtful accounts based upon evaluation of the
recoverability of the trade receivables and other
receivables, where applicable, at the end of each
reporting period. The estimates are based on the
ageing of the trade receivables and other receivables
balances, the credit worthiness and the past collection
history of each individual customer, and the historical
write-off experience, net of recoveries. If the financial
condition of the debtors were to deteriorate, additional
impairment allowance may be required.

The carrying amount of receivables as at 31 December
2010 was RMB161,711,000 (2009: RMB173,397,000).
Details of the impairment of receivables are set out in
note 23.

Net realisable value of inventories

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

The carrying amount of inventories as at 31 December
2010 was RMB52,761,000 (2009: RMB62,870,000).
Details of the inventories are set out in note 22.
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44. ACCOUNTING ESTIMATES AND JUDGEMENTS  44. 545t R ¥ i (&)

(Continued)

(a) Key sources of estimation uncertainty (Continued)
(vi)  Incomes taxes

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions. The
management carefully evaluates tax implications of
transactions and tax provisions are set up accordingly.
The tax treatment of these transactions is reconsidered
periodically to take into account all changes in tax
legislations. Deferred tax assets are recognised for
deductible temporary differences. As those deferred
tax assets can only be recognised to the extent that it
is probable that future taxable profit will be available
against which the unused tax credits can be utilised,
management’s judgement is required to assess the
probability of future taxable profits. Management's
assessment is constantly reviewed and additional
deferred tax assets are recognised if it becomes
probable that future taxable profits will allow the
deferred tax asset to be recovered.

Deferred tax liabilities have not been recognised in
respect of the withholding income tax that would
be payable on the distribution of retained profits
accumulated since 1 January 2008 of the Group's
subsidiary in the PRC as the Company controls the
dividend policy of this subsidiary and it has been
determined that it is not probable that profits will be
distributed out of this subsidiary in the foreseeable
future. Any changes in dividend policy may result in the
recognition of the related deferred tax liabilities.
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Notes to the Financial Statements

44. ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

(a) Key sources of estimation uncertainty (Continued)

(vi)

(vii)

Incomes taxes (Continued)

The carrying amounts of tax recoverable and deferred
tax liabilities as at 31 December 2010 was RMB81,000
(2009: RMB8,000) and RMBNil (2009: RMB7,059,000)
respectively. Details of the income taxes are set out in
note 30.

Provision

As explained in note 31, the Group’s management
estimates the amount of difference between the
Guarantee Income and actual rental income based
on the rental income valuation report prepared by an
independent valuer and takes into consideration of the
reimbursements that can be received to compensate
the shortfall of the Guarantee Income over the
actual rental income. The Group’s management will
review the provision at the anniversary date of Rent
Commencement Date for 3 years. In addition, the
Group’s management may conduct further rental
income valuation in the future if they consider there
are significant changes in the market that have an
adverse effect on the actual rental income and revise
the provision made accordingly. Any change in the
provision would affect profit or loss in future years.

The carrying amount of provision as at 31 December
2010 was RMBNil (2009: RMBNil). Details of the
provision are set out in note 31.
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44. ACCOUNTING ESTIMATES AND JUDGEMENTS 44,
(Continued)

(b) Critical accounting judgements in applying the Group’s
accounting policies

In determining the carrying amounts of some assets and
liabilities, the Group makes assumptions for the effects of
uncertain future events on those assets and liabilities at
the end of the reporting period. These estimates involve
assumptions about such items as cash flows and discount
rates used. The Group’s estimates and assumptions are based
on historical experience and expectations of future events
and are reviewed periodically. In addition to assumptions
and estimations of future events, judgements are also made
during the process of applying the Group’s accounting
policies.

Impairment of available-for-sale financial assets

Available-for-sale financial assets are stated at cost less
impairment. Judgement is required when determining
whether an impairment existed. In making this judgement,
historical data and factors such as industry and sector
performance and financial information regarding the
investee are taken into account.

45. POSSIBLE IMPACT OF AMENDMENTS, NEW 45,
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2010

Up to the date of issue of these financial statements, the HKICPA
has issued the following amendments, new standards and
interpretations which are not yet effective for the year ended 31
December 2010.

The Group has not early applied any of the following amendments,
new and revised standards and interpretations that have been

issued but are not yet effective.
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For the year ended 31 December 2010 & Z=—

45. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2010 (Continued)

HKFRSs (Amendments)

HKAS 12 (Amendments)

HKAS 24 (as revised in 2009)

HKAS 32 (Amendments)
HKFRS 1 (Amendments)

HKFRS 1 (Amendments)

HKFRS 7 (Amendments)

HKFRS 9
HK(IFRIC) — Int 14
(Amendment)

HK(IFRIC) —Int 19

Improvements to HKFRSs 2010’

Deferred tax: Recovery of
Underlying Assets®
Related Party Disclosures*

Classification of Rights Issues?

Limited exemptions from
comparative HKFRS 7
disclosures for first-time
adopters?

Severe hyperinflation and
removal of fixed dates for
first-time adopters*

Disclosures — Transfers of
Financial Assets®

Financial Instruments’

Prepayments of a Minimum
Funding Requirement*

Extinguishing Financial Liabilities
with Equity Instruments®

! Effective for annual periods beginning on or after 1 July 2010 or 1 January

2011, as appropriate.

2 Effective for annual periods beginning on or after 1 February 2010.
3 Effective for annual periods beginning on or after 1 July 2010.

4 Effective for annual periods beginning on or after 1 January 2011.
° Effective for annual periods beginning on or after 1 July 2011.

6 Effective for annual periods beginning on or after 1 January 2012.
7 Effective for annual periods beginning on or after 1 January 2013.
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45. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2010 (Continued)

HKFRS 9 Financial Instruments issued in November 2009 and
amended in October 2010 introduces new requirements for the
classification and measurement of financial assets and financial
liabilities and for derecognition.

e HKFRS 9 requires all recognised financial assets that
are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments
are measured at their fair values at the end of subsequent
accounting periods.

e The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities relates
to the accounting for changes in fair value of a financial
liability (designated as at fair value through profit or loss)
attributable to changes in the credit risk of that liability.
Specifically, under HKFRS 9, for financial liabilities that are
designated as at fair value through profit or loss, the amount
of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability
is recognised in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit
risk in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of
the financial liability designated as at fair value through profit
or loss was recognised in profit or loss.

HKFRS 9 is effective for annual periods beginning on or after
1 January 2013, with earlier application permitted.
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45. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2010 (Continued)

The directors anticipate that HKFRS 9 that will be adopted in the
Group's consolidated financial statements for the annual period
beginning on 1 January 2013 and that the application of the new
standard may have impact on amounts reported in respect of the
Groups' financial assets and financial liabilities. However, it is not
practicable to provide a reasonable estimate of that effect until a
detailed review has been completed.

The amendments to HKFRS 7 increase the disclosure requirements
for transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency
around risk exposures when a financial asset is transferred but
the transferor retains some level of continuing exposure in the
asset. The amendments also require disclosures where transfers of
financial assets are not evenly distributed throughout the period.

The directors do not anticipate that these amendments to HKFRS 7
will have a significant effect on the Group's disclosures regarding
transfers of financial assets previously effected. However, if the
Group enters into other types of transfers of financial assets in the
future, disclosures regarding those transfers may be affected.

The amendments to HKAS 12 titled Deferred Tax: Recovery of
Underlying Assets mainly deal with the measurement of deferred
tax for investment properties that are measured using the fair
value model in accordance with HKAS 40 Investment Property.
Based on the amendments, for the purposes of measuring
deferred tax liabilities and deferred tax assets for investment
properties measured using the fair value model, the carrying
amounts of the investment properties are presumed to be
recovered through sale, unless the presumption is rebutted in
certain circumstances. The directors anticipate that the application
of the amendments to HKAS 12 do not have a significant impact
as the Group currently do not have any investment property.

HKAS 24 Related Party Disclosures (as revised in 2009) modifies
the definition of a related party and simplifies disclosures for
government-related entities.
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45.

46.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2010 (Continued)

The disclosure exemptions introduced in HKAS 24 (as revised
in 2009) do not affect the Group because the Group is not a
government-related entity. However, disclosures regarding related
party transactions and balances in these consolidated financial
statements may be affected when the revised version of the
standard is applied in future accounting periods because some
counterparties that did not previously meet the definition of a
related party may come within the scope of the standard.

The amendments to HKAS 32 titled Classification of Rights Issues
address the classification of certain rights issues denominated in
a foreign currency as either an equity instrument or as a financial
liability. To date, the Group has not entered into any arrangements
that would fall within the scope of the amendments. However, if
the Group does enter into any rights issues within the scope of the
amendments in future accounting periods, the amendments to
HKAS 32 will have an impact on the classification of those rights
issues.

HK(IFRIC)-Int 19 provides guidance regarding the accounting for
the extinguishment of a financial liability by the issue of equity
instruments. To date, the Group has not entered into transactions
of this nature. However, if the Group does enter into any
such transactions in the future, HK(IFRIC)-Int 19 will affect the
required accounting. In particular, under HK(IFRIC)-Int 19, equity
instruments issued under such arrangements will be measured at
their fair value, and any difference between the carrying amount
of the financial liability extinguished and the fair value of equity
instruments issued will be recognised in profit or loss.

The directors of the Company anticipate that the application of the
other new and revised standards, amendments or interpretations
will have no material impact on the consolidated financial
statements.

COMPARATIVE FIGURES

Comparative information in consolidated income statement has
been restated to re-present the results of the property investment
operation as discontinued operation as disclosed in note 8.
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