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Corporate Information
AEEHR
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Mr. Feng Xueben
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Mr. Feng Xueben

Remuneration Committee
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Corporate Information (Continued)

REER(E)
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Cricket Square

Hutchins Drive

P.O. Box 2681
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Cayman Islands
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Hong Kong
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Hong Kong
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No. 28 Xinfeng Road, Xinfeng Industrial Park, Fanggian Town,

New District, Wuxi City, Jiangsu Province, the PRC

Cayman Islands Share Registrar and
Transfer Office

Codan Trust Company (Cayman) Limited
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P.O. Box 2681

Grand Cayman, KY1-1111

Cayman Islands

Hong Kong Branch Share Registrar and
Transfer Office

Tricor Investor Services Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Wanchai

Hong Kong

Principal Banker

Industrial and Commercial Bank of China
Wuxi Xi Shan Sub-branch

Ying Bin North Road

Dong Ting Town

Xi Shan District,

Wouxi City, the PRC

Compliance Adviser
Sun Hung Kai International Limited

Company Website

www.joystar.com.hk
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8321
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Chairman’s Statement

ERHRE

Our success is contributed by the Group’s
"3 stringent and systematic quality control,

strong research and development capabilities
as well as experienced management team.
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Chairman’s Statement (Continued)

EFERE (A

Dear Shareholders,

On behalf of the Board of Directors (the “Board”) of China Automotive
Interior Decoration Holdings Limited (the “Company”), | am pleased to
present the audited annual results of the Company and its subsidiaries
(collectively referred to as the “Group”) for the financial year ended 31
December 2010.

The year of 2010 has been undoubtedly meaningful for the
development of the Group. The Group was successfully listed on the
Growth Enterprise Market of The Stock Exchange of Hong Kong Limited
on 29 September 2010 by way of placing, as the first listed company
principally engaged in manufacture of interior decoration materials for
automobiles. The net proceeds from the placing enhanced the financial
position of the Group to implement its business plans.
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The Group’s overall turnover
increased by 40.9%
as compared to that of last year.
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Chairman’s Statement (Continued)

EREHE (&)

For the year ended 31 December 2010, the Group’s overall turnover
increased by 40.9% as compared to that of last year. The substantial
increase was mainly attributable to the Group's stringent and systematic
quality control, strong research and development capabilities as well as
experienced management team to capture the blooming automobile
industry in the PRC.

The Group will endeavour to improve its operational efficiency,
develop new products with higher profit margin and implement its
business plans. In addition, the Group is also exploring overseas market
opportunities, aiming to deliver better performance in the coming year.

On behalf of the Group, | would like to take this opportunity to express
my sincere gratitude to all of our customers, business partners and
investors for their support and trust towards the Group. Further, | would
like to express my sincere thanks to our Directors and employees for
their dedications and contributions to the Group.

By order of the Board

Zhuang Yuejin
Chairman and Chief Executive Officer

Hong Kong, 18 March 2011
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Management Discussion

and Analysis
BIEE WD T

The Group will endeavour to improve
its operational efficiency, develop new
products, and explore overseas market
opportunities.
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Management Discussion and Analysis (Continued)

ERENWED T (&)

Business Review

The Group is principally engaged in the manufacture and sale of
nonwoven fabric products used in automotive interior decoration parts.
The majority of the Group’s nonwoven fabric products are supplied
to and further processed by the Group’s customers in order to make
different automotive parts such as floor, head lining, seat cover, parcel
tray, trunk, luggage-side trim, hubcap and car-mat. The Group’s
nonwoven fabric products are also used in infrastructure.

Expansion of production capacity

At the beginning of 2010, the Group had a total of 17 production lines
with annual production capacity of 15 million m2 of nonwoven fabric at
its production plant located in Wuxi city, Jiangsu Province, the PRC. To
cope with the anticipated production growth, the Group has expanded
its production by increasing the number of production lines to 20 and
the aggregate annual production capacity reached 16 million m2 of
nonwoven fabric by the end of 2010.

Listing on the GEM

On 29 September 2010, shares of the Company were listed on the
Growth Enterprise Market (“GEM") of The Stock Exchange of Hong
Kong Limited (“Stock Exchange”) by way of placing. The net proceeds
from the placing, amounted to approximately HK$30.6 million. The

Directors intend to utilize the net proceeds in accordance with the
Group's business plans to establish itself as a leading manufacturer of
nonwoven fabric for automotive interior decoration in the PRC.
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Launch of noise-absorbing and heat-insulating materials
Leveraging on the successful achievement of the Group's research team,
the Group has started to manufacture various types of noise-absorbing
and heat-insulating products for different types of automobiles in the
second half of 2010 to meet the market demands in time. The Group
will further invest in research and development of higher quality of
noise-absorbing and heat-insulating products that would be used in

broader range of automobile industry.
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Financial Review

Revenue

The Group's revenue for the year ended 31 December 2010 was
illustrated in three main categories:

Bt 7% 21 B

Wz
AEEHEE-Z—TF+_A=T—HLEFENKRE
&EMIE%%WMV

Year ended 31 December

HE+-A=1+—HLEE

2010 2009
—E-EF “TENE
RMB’000 RMB'000
AR T AREF T

Nonwoven fabric for use in automobiles RSB ELS T
Materials for automotive floor carpet SRE B EE 75,773 49,109
Materials for other automotive parts H At )5 B8 BL A 43,048 30,789
Nonwoven fabric for use in infrastructure FHEAEEE’J, Tkl 4,269 7,465
123,090 87,363
For the year ended 31 December 2010, the Group's turnover #HFE-—"Z—ZF+—-A=+—HIIFE ~AEFHE

amounted to approximately RMB123.0 million as compared to that of
approximately RMB87.4 million in 2009, representing an increase of
40.9%.

The growth of turnover is mainly attributable to the increase in quantity
of nonwoven fabric sold by approximately 40.4% or 4.0 million m2 from
approximately 9.9 million m2 in 2009 to 13.9 million m2 in 2010 under
continuous growth of automobile industry in the PRC. The Group has
focused on the automobile related production, which resulted in drop
in revenue from nonwoven fabric for use in infrastructure.

Gross profit

The gross profit of the Group increased by approximately RMB2.2
million or 8.1% from approximately RMB27.1 million in 2009 to
approximately RMB29.3 million in 2010. The gross profit margin
decreased from 31.0% for the year ended 31 December 2009 to 23.8%
for the year ended 31 December 2010, which was mainly attributable to
rapid and substantial increase in the prices of fibers being the Group’s
major raw materials for production in the second half year in 2010.
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Other income

The Group’s other income for the year ended 31 December 2010
increased by approximately RMB7,105,000 from approximately
RMB75,000 for the year ended 31 December 2009 to approximately
RMB7,180,000 for the year ended 31 December 2010. The substantial
increase was mainly contributed by provision of technical support
income by a supplier of approximately RMB3,000,000 and government
grant of approximately RMB3,000,000 being listing rewards as well as
approximately RMB900,000 in respect of compensation for additional
workdone during the construction of factory premises.

Selling and distribution costs

The selling and distribution costs increased by approximately
RMB2.7million or 67.5% from approximately RMB4.0 million in the
year ended 31 December 2009 to RMB6.7 million in the year ended
31 December 2010. The increase was mainly due to an increase of
transportation costs by approximately 55.8% or RMB1.8 million under
the expansion of the Group's business.

Administrative expenses

The administrative expenses increased by approximately RMB2.5 million
or 34.7% from approximately RMB7.2 million in the year ended 31
December 2009 to approximately RMB9.7 million in the year ended 31
December 2010. The increase was principally attributable to increase in
the Group's staff costs (including directors’ remuneration and pension),
research and development, travelling and entertainment expenses in
relation to expansion of the Group's business.

Finance costs

The finance costs decreased by approximately RMBO.1 million or 5.6%
from approximately RMB1.8 million in the year ended 31 December
2009 to approximately RMB1.7 million in the year ended 31 December
2010. The decrease was mainly due to no payment of interest to related
parties and partly offsetting by increase in bank borrowings.

Profit for the year attributable to owners of the
Company

The profit for the year attributable to the owners of the Company was
approximately RMB14.5 million for the year of 2010 compared with
approximately RMB12.1 million for the corresponding year of 2009. The
increase was mainly due to increase in revenue and other income and
partly offsetting by increase in selling and distribution costs together
with administrative expenses.
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Liquidity, Financial Resources and Capital Structure

B - BRERRERER

As at 31 December

R+=A=+—H
2010 2009
—Z2-ZF% ZZTNF
RMB’000 RMB'000
ARETR ARETFIT
Current assets REBE 98,862 65,329
Current liabilities nEaE 49,085 68,155
Current ratio Vi 2.01 0.96
The current ratio of the Group as at 31 December 2010 was 2.01 times as A& B R 2 ZEET_A=+T—HHRHLLER
compared to that of 0.96 times as at 31 December 2009. It was mainly ~ 2.011& - fggﬂiﬂ' )5] +—HBAI&0.96

resulted from the net proceeds raised from the placing of shares of the
Company on the GEM of the Stock Exchange on 29 September 2010 as
well as the growth of the Group’s business.

As at 31 December 2010, bank and cash balances of the Group
amounted to approximately RMB19.0 million (2009: RMB22.1 million),
and approximately RMB2.9 million (2009: RMB1.9 million) of which are
denominated in Hong Kong dollars, United States dollars and Euro.

Taking into account the Group’s cash reserves and recurring cash flows
from its core operations, the Group's financial position is stable and
healthy.

The Group experienced both surged prices and shortage of supply in
fibers during the fourth quarter in 2010. In order to secure the supply of
materials and to stabilize the price thereof in future, the management
decided to place refundable trade deposits of approximately RMB11.0
million with the suppliers by the end of 31 December 2010.

The capital of the Group comprises only ordinary shares of HK$0.10
each. As at 31 December 2010, the total number of the ordinary shares
of the Group in issue was 200,000,000 shares.

As at 31 December 2010, the Group’s gearing ratio (represented by
totals of borrowings and finance lease payable divided by summation of
total bank borrowings and finance lease payable and equity) amounted
to approximately 20.5% (2009: 38.9%,).
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Significant Investments
As at 31 December 2010, there was no significant investment held by
the Group. (2009: Nil)

Material Acquisitions or Disposals

For the year ended 31 December 2010, there were no material
acquisitions or disposal of subsidiaries and affiliated companies by the
Group.

Pledge on Assets

As at 31 December 2010, the Group secured its bank borrowings by
buildings with a carrying amounts of approximately RMB7.8 million
(2009: RMB8.1 million) and prepaid land lease payments with a carrying
amounts of approximately RMB3.1 million (2009: RMB3.2 million). The
carrying amounts of motor vehicles held by the Group under finance
lease amounted to approximately RMB0.9 million (2009: RMB1.1
million).

An approximately RMB6.4 million (2009: Nil) of trade receivables were
pledged to a bank to secure short-term bank borrowings.

Foreign Exchange Exposure

Majority of the assets and liabilities of the Group were denominated in
Renminbi and Hong Kong dollars. As at 31 December 2010, the Group
had no significant exposure under foreign exchange contracts, interest,
currency swaps or other financial derivatives.

Employees and Remuneration Policy

As at 31 December 2010, the Group employed a total of 211 (2009:
192) employees. The emolument policy of the employees of the Group
is set up by the Board on the basis of their experience, qualifications
and competence. Other employees’ benefits include contributions to
statutory mandatory provident funds, and social insurance together
with housing provident funds to its employees in Hong Kong and the
PRC respectively.

A remuneration committee was set up for, inter alia, reviewing the
Group’s emolument policy and structure for all directors and senior
management of the Group.
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Capital Commitment

As at 31 December 2010, the Group had capital expenditure contracted
but not provided for in the financial statements amounting to
approximately RMB14.0 million (2009: RMB13.3 million).

Contingent Liabilities
As at 31 December 2010, the Group did not have any significant
contingent liabilities.

Comparison of Business Objectives With

Actual Business Progress

An analysis comparing the business objectives as set out in the
Company’s prospectus dated 21 September 2010 (the “Prospectus”)
with the Group’s actual business progress for the period from 13
September 2010, being the latest practicable date prior to issue of the
Prospectus (the “Latest Practicable Date”) to 31 December 2010 is set
out below:

Business objectives for the period

from the Latest Practicable Date to
31 December 2010 as stated
in the Prospectus

R FERAL -
BRAEBRTTAN
E=2-BF+-A=1—A
AR A B R

31 December 2010

HEREBER

1.Expansion of production capacity

RITERE

Upgrading two existing production lines
Installing new equipment for
perfection of production

RAMGRELES  ATELERENRE

BEAREE

RZE-—ZEF+ZA=1+—0 ' AEBEFTOEITR
HANBRENDEAAINHAARBEI1408EL(Z
TTNF  ARBI133FET) ©

HAEE
R-FB—FF+-A=+—8  FEEUEEAEX
HARIE -

EBECREREKER 2R

ARBBHR—T-ZTFNA-+—BNBREEM
HWEBBEREAEEE —T-TFNAT=B (A
TRBEREENNSRERATAR(RERERAT
B E—ZT-ZF+ - A=+—HHRNERZE
R LRI T

Actual business progress up to

BE-E-25+=-A=+—H

During the year, the Group has completed upgrading glue mixture
production line as well as needle punching production line.

In addition, the Group has also completed installation of a new production

line of wood powder plate. The installation of PE coating production line is

in progress.

REAR  ARBECTREFAEBEER NS RILER -
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-
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Business objectives for the period
from the Latest Practicable Date to
31 December 2010 as stated

in the Prospectus

BIRZRR At

BEREBRTTEH
E_F-F¥+-A=t—AH
HEWEEEE

2.Acquisition of land and construction of

new factory premises
BELHREZTRE

Acquiring land
BE L

Actual business progress up to
31 December 2010

BE-_ZT—ZTF+_-H=+—H
HEBRELKER

The Group is still in the progress of negotiating the terms of acquiring
land with the Management Committee of Xibeiyuan District of the Xishan
Economic Development Zone of Jiangsu Province. The Group is also
exploring other suitable land with favourable offer for the construction
of new factory premises with the view of maximizing the shareholders’
interest.

AERNDEARIHFEH IKERERHIERERZESHMEBE T IRUE
TR - RBERBREFNRZNEARE - REETEYEHLtAEERENGELT
PN =

3.Development of new products

3T E o

Noise-absorbing and heat-insulating
nonwoven fabric;
RE MR ES T

Nonwoven fabric for filtering system of
high-speed trains
FRRENEHBE RS R ES M

The Group has successfully developed noise-absorbing and heat-insulating
nonwoven fabric which was applied in the engine and floor for different
types of automobiles and has distributed the products in the second half
of 2010.
REFBERRABEANTRELNEBERIRORE REAESM - WD
RIZE-ZFTHFEDHEZLER °

The Group is now negotiating with universities in the PRC for the purpose
of conducting research and development in smooth and filtering materials
used in high speed trains.
REERERETRRBEENGRI BB IE O EPE S MRS ETHE
7 o
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Use of Proceeds

The net proceeds from the placing was approximately HK$30.6 million,
which was different from the estimated net proceeds of approximately
HK$34.4 million (estimated on the assumption that the placing price
would be the mid-point of the stated range as stated in the Prospectus).
The Group intends to adjust the use of proceeds in the same manner
and in the same proportion as shown in the Prospectus.

During the year, the Group has applied the net proceeds as follows:

Expansion of production capacity BERERE

Acquisition of land and construction of BB T R EEIRE
new factory premises

Development of new products FREEmD

FriSRIARZE
REFSHEFENA0.6EET - LA BIRMEEF
BHBFRO34AT BB (EH DERREEEER
B ERAHE S EROE 2 RHE) - AEERE
BREIRFR 2 RS R R GIBEASRAR -

RER > AEBECEMERBEFEARETAE

Adjusted use of
proceeds in the
same manner
and proportion
as stated in Actual use of
the Prospectus the proceeds
from Latest from the Latest
Practicable Practicable
Date to Date to
31 December 31 December
2010 2010

ARERER

1T A
E-E-BF BERRER
+t=A=+—-8" TR
RERERAR E_T-TF
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P2 T fifa xR
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HK$'000 HK$'000

FE7 F57

1 3,945 2,093
15,212 =

781 1,593

19,938 3,686
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Management Discussion and Analysis (Continued)

EEENRED T (F)

Note:

1. The Group is still negotiating the price and terms with suppliers
in respect of certain intended acquisition of plant and machinery,
which results in slowing down the application of funds in the
expansion of the Group’s production capacity.

2. As the Group is still negotiating the terms of acquiring land with
the Management Committee of Xibeiyuan District of the Xishan
Economic Development Zone of Jiangsu Province in respect of
the acquisition of land, no proceeds has been applied in relation
thereto by the end of 2010. The Group is also exploring other
suitable land with favourable offer for the construction of new
factory premises with the view of maximizing the shareholders’
interest.

3. As the demand of the noise-absorbing and heat-insulating
products is substantially high in the market, the Group has devoted
more resources in research and development of the relevant
product.

The remaining balance of the net proceeds has been placed in the
interest bearing deposits with banks.

Outlook

According to the statistics released from China Association of
Automobile Manufacturers (“CAAM"), automobile production and
sales reached approximately 18,265,000 units and 18,062,000 units
respectively in 2010, representing an increase of approximately 32.4%
and 32.4% respectively compared to those in 2009. By the end of
2010, some policies have been launched in the automobile market,
such as phased out of sales tax reduction in automobiles and restriction
of issuance of vehicle licences in Beijing. CAAM still expects the
automobile production will increase by 10% to 15% in 2011.

With reference to the Securities Times, the numbers of vehicles per
thousand population in the PRC is just one-third of the developed
countries. Increase of purchase of private vehicle is expected in the PRC
under the continuous increase in personal income. The Group believes
the automobile industry will be more favourable which results in the
increase in demand of automotive interior decoration materials in the
coming year.

The Group will continue to increase its production capacity in order
to meet the increasing market demand. In addition, the Group will
strengthen its quality control and its operational efficiency. More
importantly the Group will focus on the research and development of
new products with higher profit margin. Further, the Group is initially
exploring the export opportunities that would increase and secure the
Group’s market shares.
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Biographical Information of Directors and

Senior Management
EERSAEEENERER

Executive Directors

Mr. Zhuang Yuejin, aged 48, is the Chairman of the Board, Chief
Executive Officer of the Company and one of the founders of the
Group. He was appointed as an executive Director on 12 April 2010.
Mr. Zhuang is a director of Joystar (BVI) Automotive Interior Decoration
Limited (“Joystar BVI”) and Joystar International Investment Limited
("Joystar HK") since March 2010 and February 2003 respectively. Mr.
Zhuang was a director of Joystar (Wuxi) Automotive Interior Decoration
Co., Ltd. (“Joystar Wuxi") from December 2003 to March 2007 and has
resumed directorship at Joystar Wuxi since March 2010. Mr. Zhuang
is also a director of Joystar (BVI) Auto Inter-parts Limited and Joystar
China Investment Limited since 17 November 2010 and 25 November
2010. Mr. Zhuang is also the chairman of the remuneration committee
and the nomination committee of the Company.

Mr. Zhuang is responsible for formulating the Group’s corporate
strategy, overseeing its production operations and the overall steering
of the Group’s strategic development.

Mr. Zhuang graduated from Xiamen Fisheries College in 1981 and was
approved as a qualified engineer by the Intermediate Level Adjudication
Committee of Xiamen City Marine Engineering Department in 1990.
From 1997 to 2001, Mr. Zhuang was the director and the general
manager of Xiamen Marine Industries (Group) Co., Limited (stock
code: 000658), a PRC incorporated company which was then a state-
participated company and was listed on the Shenzhen Stock Exchange.
He has over 7 years of experience in the nonwoven textile industry. Mr.
Zhuang is the spouse of Ms. Ruan Bixia, an executive Director.

Ms. Wong Hsiao Hung, aged 56, was appointed as an executive
Director on 9 December 2009. She is a director of Joystar BVI and
Joystar HK since December 2009 and November 2004 respectively. Ms.
Wong is also the compliance officer of the Company and a director
of Joystar (BVI) Auto Inter-parts Limited and Joystar China Investment
Limited since 17 November 2010 and 25 November 2010.

Ms. Wong is responsible for overseeing the general strategic
implementation and development of the Group, with particular
emphasis on international marketing and expansion of client network.

Ms. Wong graduated from Millikin University in the United States with
a bachelor’s degree in business administration in 1986. She is also a
member of the Millikin University Board of Trustee, the governing body
managing the resources of and responsible for the future development
of the university. In 2001, she co-founded and became the director of
Leo Lighting Limited, a Hong Kong incorporated company engaging in
the export of lighting products for hospitality and furniture industries
mainly to the U.S. market. Leveraging on her rich management
experience in international trade, Ms. Wong joined the Group as the
director of Joystar HK in 2004. Ms. Wong is the sister-in-law of Mr. Pak
Ping, an executive Director.
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Biographical Information of Directors and Senior Management (Continued)

EERSREERNEBEEN (&)

Mr. Pak Ping, aged 51, was appointed as an executive Director on 12
April 2010. He is one of the founders of the Group. Mr. Pak is a director
of Joystar BVI, Joystar HK and Joystar Wuxi since March 2010, February
2003 and December 2003 respectively. Mr. Pak is also a director of
Joystar (BVI) Auto Inter-parts Limited and Joystar China Investment
Limited since 17 November 2010 and 25 November 2010. Mr. Pak
is primarily responsible for coordinating the marketing activities and
formulating product development strategies for the Group.

Mr. Pak has over 15 years of experience in the nonwoven material and
carpet industry. With extensive experience and profound knowledge on
the nonwoven product industry, Mr. Pak co-founded the Group with
Mr. Zhuang in 2003. Mr. Pak is the brother-in-law of Ms. Wong Hsiao
Hung, an executive Director.

Ms. Ruan Bixia, aged 46, was appointed as an executive Director on
12 April 2010. She is primarily responsible for supervising the delivery of
customer service and the Group's expansion within the PRC market.

Ms. Ruan graduated from Fujian Chemical Industry School in July 1989.
She has over 8 years of experience in the nonwoven textile industry. Ms.
Ruan is the spouse of Mr. Zhuang Yuejin, an executive Director.

Mr. Chen Xianping, aged 41, was appointed as an executive Director
and a director of Joystar Wuxi on 12 April 2010 and March 2010
respectively. He is also the deputy general manager of Joystar Wuxi.
Mr. Chen is responsible for overseeing the purchasing department and
managing the production workshops of the Group.

Mr. Chen graduated from Wuhan Institute of Textile Engineering
(now known as Wuhan Textile University in 1994 specialising in textile
engineering. Mr. Chen has over 16 years of experience in the industrial
use textile industry. Mr. Chen joined the Group in 2005 and has since
then served as the deputy general manager of Joystar Wuxi. Mr. Chen is
the spouse of Ms. Wang Haiying, the deputy general manager of Joystar
Wuxi.

Independent Non-Executive Directors

Dr. Tang Yanfei, aged 47, was appointed as an independent non-
executive Director on 12 April 2010. He is a member of the audit
committee and the remuneration committee of the Company. Dr.
Tang graduated from Wuhan University with a bachelor’s degree in
engineering in 1984. He further obtained from Wuhan University a
master’s degree and a doctor’s degree in Economics respectively in
1987 and 1997. Dr. Tang was approved as a qualified auctioneer by
the Ministry of Personnel and the Ministry of Commerce of the PRC in
1997.
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Biographical Information of Directors and Senior Management (Continued)

EERSREERNEBEEN (&)

Dr. Tang was appointed as the manager of the development
department of Shenzhen Overseas Chinese Town Holding Company
(stock code: 000069), a PRC incorporated company listed on the
Shenzhen Stock Exchange, in 1998. From 2003 to 2004, he took office
as the general manager of the investment management department of
China Oceanwide Holdings Group, a PRC incorporated company and
the holding company of Oceanwide Real Estate Group Co., Ltd. (stock
code: 000046), a company listed on the Shenzhen Stock Exchange. Dr.
Tang is currently an auctioneer at Beijing Jingding Auctions Limited.

Mr. Law Tze Lun, aged 38, was appointed as an independent non-
executive Director on 12 April 2010. He is the chairman of the audit
committee, and a member of the nomination committee and the
remuneration committee of the Company.

Mr. Law obtained a Bachelor of Commerce (Accounting) from Curtin
University of Technology in Australia in 1999. He is a Certified Public
Accountant (Practising) of the Hong Kong Institute of Certified Public
Accountants and a Certified Practising Accountant of CPA Australia. Mr.
Law has over 18 years of experience in auditing, accounting and finance
gained by taking up various positions in a number of accounting firms
in Hong Kong. Mr. Law is a practising Certified Public Accountant in
Hong Kong and is a director of ANSA CPA LIMITED.

Mr. Law is the independent non-executive director of Come Sure Group
(Holdings) Limited (stock code: 794), a Cayman Islands incorporated
company listed on the Stock Exchange and Gemini Property Investments
Limited (previously known as Kee Shing (Holdings) Limited) (stock code:
174), a Hong Kong incorporated company listed on the Stock Exchange.

Mr. Feng Xueben, aged 63, was appointed as an independent non-
executive Director on 12 April 2010. He is a member of the audit
committee and the nomination committee of the Company. Mr. Feng
was approved as a qualified engineer specialising in textile machinery
design by the Textile Industry Department of the People’s Republic of
China in 1989. Since 2003, Mr. Feng has been the chief engineer of
Wouxi Jiayuan Nonwovens Technology Research Institute.

Mr. Feng was an independent director of Fujian Nanfang Textile Co.,
Ltd (stock code: 600483), a company listed on the Shanghai Stock
Exchange, from June 2002 to May 2008. He was the deputy director of
Nonwoven Textile Machinery Professional Committee of China Textile
Machinery Association from 2007 to 2009. Since February 2010, Mr.
Feng has also become an independent non-executive director of Costin
New Materials Group Limited (stock code: 2228), a Cayman Islands
incorporated company listed on the Stock Exchange.
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Biographical Information of Directors and Senior Management (Continued)

EERSREERNEBEEN (&)

Senior Management

Ms. Wang Haiying, aged 41, is the deputy general manager of Joystar
Wuxi. Ms. Wang is responsible for overseeing the production process
and quality control of the Group.

Ms. Wang graduated from Wuhan Institute of Textile Engineering
(now known as Wuhan Textile University) in 1994 specialising in textile
engineering. She has extensive experience in the industrial use textile
industry. Ms. Wang joined the Group as the head of quality control
department of Joystar Wuxi in 2004. She became the deputy general
manager of Joystar Wuxi in 2007. Ms. Wang is the spouse of Mr. Chen
Xianping, an executive Director, a director and the deputy general
manager of Joystar Wuxi.

Mr. Han Zhiqing, aged 56, has been the deputy general manager
of Joystar Wuxi since 2004 and is responsible for coordinating the
technological development and mechanical support for the Group.

Mr. Han graduated from Shanghai Wool and Jute Textile Company
Workers’ University in 1982, specialising in woolen textile. Mr. Han
has over 10 years of extensive experience in the industrial use textile
industry.

Mr. Wong Chi Wah, aged 36, was appointed as the chief financial
controller and the company secretary of the Company on 22 February
2010 and 12 April 2010 respectively. He is responsible for the company
secretarial, financial, accounting management and internal audit affairs
of the Company.

Mr. Wong graduated from the Hong Kong Polytechnic University with
a bachelor’s degree in accountancy in 1996. He is an associate member
of the Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants. Mr.
Wong has 14 years of experience in auditing, accounting and finance.

Ms. Wu Danping, aged 36, is the manager of the accounting
department of Joystar Wuxi. Ms. Wu is responsible for the financial
reporting and the management of the accounting and finance
department of Joystar Wuxi.

Ms. Wu obtained the Certificate of Accounting Professional issued
by the Jiangsu Province Department of Finance and the Qualification
Certificate of Specialty and Technology with specialty in accountancy
conferred by the Ministry of Finance of the PRC in 1997 and 2006
respectively.
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Biographical Information of Directors and Senior Management (Continued)
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In 2008, Ms. Wu completed a online diploma programme in
accountancy from China Agricultural University. She has 15 years of
experience in financial accounting and reporting.

Mr. Wu Ganghua, aged 40, is the manager of the sales and marketing
department of Joystar Wuxi. He is responsible for the sales and
marketing operation of Joystar Wuxi.

In 1990, Mr. Wu graduated from Jiangsu Province Wuxi City College
of Mechanical Manufacturing (now known as Wuxi Institute of
Technology). He was qualified as an assistant engineer in mechanical
manufacturing by Wuxi City Professional Title Reform Committee in
1996. Mr. Wu further obtained a graduation certificate from Nanjing
Normal University in 1999. Mr. Wu joined Joystar Wuxi in 2004.
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Corporate Governance Report
i SpE

Pursuant to the Rule 18.44 of the Rules Governing the Listing of
Securities on the Growth Enterprise Market of the Stock Exchange (the
“GEM Listing Rules”), the Board is pleased to present the corporate
governance report for the year ended 31 December 2010. This report
highlights the key corporate governance practices of the Company.

Corporate Governance Practices

The Company is committed to maintaining high standards of corporate
governance to protect the interests of the shareholders of the Company.
The Company's corporate governance practices are based on principles,
code provisions and certain recommended best practices as set out in
the Code on Corporate Governance Practices (“Code”) in Appendix 15
to the GEM Listing Rules. Except for the deviation from Code provision
A.2.1 as described below, the Company had complied with the Code
since the date of listing of its shares on GEM on 29 September 2010
(“Listing Date”) to 31 December 2010.

Code of Conduct Regarding Securities Transactions
by Directors

The Company has adopted a code of conduct regarding securities
transactions by the Directors on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry with all Directors, the Company
confirmed that all Directors have complied with the code of conduct
and the required standard of dealings concerning securities transactions
by the Directors from the Listing Date to 31 December 2010.

Board of Directors
As at 31 December 2010, the Board comprises five executive Directors
and three independent non-executive Directors as follows:

Executive Directors

Mr. Zhuang Yuejin (Chairman)
Ms. Wong Hsiao Hung

Mr. Pak Ping

Ms. Ruan Bixia

Mr. Chen Xianping

Independent non-executive Directors
Mr. Law Tze Lun

Dr. Tang Yanfei

Mr. Feng Xueben

IRARE S P B 2R 7B 5 AR A ([ AR _ErTsR Al )
F18.441% EFEMAZNEE_T—TF+=A
ST BIEFEZLEERRE - ARERFARAR
WEBPEERRE -

R ERBE
ARBHNRFEKFNEERER  UREARRK
Rz - ARAWEEERREBIHENEIER LT
RAMS T RO EEERER T TR D EIR
A SFRAMEX A TEZESETR o BRETRIEX
FA2MFE T2 mEESD - ARR B ERBRD R
—E-EFNA-TNABREARKRETZAM(I £
EDRE-_Z-ZF+-_B=+—HI-HH—FET
SR

ARESETRZRGZTATR

ARRERMBEBESETESFRXHZTTIRTE &
R NER B IR LT AR A5 4816 =5 5.67 16
HIRHEAURTE - RAZREEFHFEEHAK -
AARERTREEFELTEE_T—ZTF+ 4
=t+—REHEE-—BEETTATRINEBESETE
HRHZRXPEABE °

EEg
R-Z—2F+-A=+—H EEEHTIEEH
TEER=BEIIHTEFEK

PITES
TR ()
BMIZ T
AP sEE
mEELL
FRART SEE

BUFHTES
BTHSA
HRIEL
HRREE

HEAENMEEERAR —E-EFFR 25



Corporate Governance Report (Continued)

EEERRE (A)

The composition of the Board is well balanced with each Director having
sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group. The
biographical details of the Directors and the relationship among the
members of the Board are set out in the “Biographical Information of
Directors and Senior Management” on pages 20 to 24 of this report.

Generally, the responsibilities of the Board include:
o Formulation of overall strategic development of the Group;

o Monitoring the financial performance and internal control of the
Group's business operations;

o Material acquisitions, investments, disposal of assets or any
significant capital expenditure;

o Appointment, removal or reappointment of Board members and
auditors;

o Remuneration of Directors;
o Communications with key stakeholders;

o Recommendation and declaration of any interim and final
dividends

Executive Directors are responsible for running the Group and executing
the strategies adopted by the Board. The Board delegates day-to-
day activities to the management with department heads responsible
for different aspects of the business. The non-executive Directors
serve the relevant function of bringing independent judgment on the
development, performance and risk management of the Group through
their contributions in board meetings. They are also serving on Audit
Committee, Remuneration Committee and Nomination Committee.

During the year, the Board complies at all times with the requirement
of the GEM Listing Rules relating to the appointment of at least
three independent non-executive Directors and at least one of them
has appropriate professional qualifications or accounting or related
financial management expertise. The Company has received from each
independent non-executive Director an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing Rules and the
Company considers all the independent non-executive Directors to be
independent.

26 China Automotive Interior Decoration Holdings Limited ANNUAL REPORT 2010

FERNEBTE  SREFHEBTSNITRA
B IR ERERSIERR LEAEE L
AR EPIHA - 1 F 2 BER R k2R
BB ARE BB EBUEN EERBRE
BENBEAR ] -

—RME  EFEZREBRRE:
o FIEAREEZEBREER

. ERFEEEBEENHMBERBRABESD

o EBAUE  KE HEBEREIFNEXREAHM

%
e Zff BEIEFZAZEFTLNE RIZEED
o EEME
o HIZERZMBEANBR
o  EFRMEIRMEIHE R RIS

HITERRELEAEERATESEMRMZEK
B o EERMGAREBRKRTERE - EPEHAX
ERETRBENER - SFMTEFER2HEES
BE - BTHAEENER  REREARERELE

STHETARBEE c RENKBERZEE  FMEZE
GRIERZEEKE -

RERN - EBCRZETAIER EMRAZEER
F o EAEL—EZBUNTESREFEL B
EHEEEEN IHEBSHIEEVBEERENSE
& o AR BB IRIRAIZIR ETHARAISE5. 0916 B 578
SIETEEREB I MELH 2 FERR - AAAR
B REBMIIERTESHBEIALT



Corporate Governance Report (Continued)
TEERBRE(FE)

The Board normally has four scheduled meetings a year at quarterly
interval and meets as and when required to discuss the overall business,
development strategy, operations and financial reporting of the
Company. Since the Listing Date and up to 31 December 2010, the
Board held one meeting. The Directors can attend meetings in person or
through other means of electronic communication in accordance with
the Company’s articles of association. The following table shows the
attendance of individual Directors at the meeting held during the year:

Members No. of Attendance

Executive Directors

Mr. Zhuang Yuejin 11
Ms. Wong Hsiao Hung 1Al
Mr. Pak Ping 1Al
Ms. Ruan Bixia 1Al
Mr. Chen Xianping VAl

Independent Non-executive Directors

Mr. Law Tze Lun 1Al
Dr. Tang Yanfei 171
Mr. Feng Xueben 17Al

The Directors will receive details of agenda and minutes of committee
meetings in advance of and after each Board meeting respectively. The
company secretary will distribute relevant documents to the Directors in
a timely manner to enable the Directors to make informed decisions on
matters to be raised at the Board meetings. All Directors have access to
the advice and services of the company secretary who is responsible for
ensuring the procedures of the Board meetings are complied with, and
in consultation with the compliance officer of the Company, advising
the Board on compliance matters.

In addition, the Company has maintained a procedure for the Directors
to seek independent professional advice, in appropriate circumstances,
at the Company’s expense in discharging their duties to the Company.
Moreover, the company secretary prepares minutes of the Board
meetings and keeps records of matters discussed and decisions resolved
at all Board meetings. The company secretary also keeps the minutes of
the Board meetings, which are open for inspection at any reasonable
time on reasonable notice by any Director.
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Chairman and Chief Executive Officer

Code provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual.

Mr. Zhuang Yuejin is the Chairman and the Chief Executive Officer of
the Company. Such deviation from Code provision A.2.1 is deemed
appropriate as it is considered to be more efficient to have one single
person as the Chairman of the Company as well as to discharge the
executive functions of a chief executive officer, and it provides the
Group with strong and consistent leadership in the development and
execution of long term business strategies. The Board believes that the
balance of power and authority is adequately ensured by the operations
of the Board which comprises highly experienced individuals. There are
three independent non-executive Directors on the Board. All of them
possess adequate independence and therefore the Board considers the
Company has achieved balance and provided sufficient protection of its
interests.

Appointment, Re-Election and Removal
Under Code provision A.4.1, all the non-executive Directors should be
appointed for a specific term, subject to re-election.

At present, each of Mr. Law Tze Lun, Dr. Tang Yanfei, Mr. Feng
Xueben, the independent non-executive Directors have been appointed
for a term of one year commencing from 12 April 2010 with automatic
renewal, subject to termination by either party giving the other not less
than three months’ prior written notice.

According to the Company’s articles of association, one-third of the
Directors are required to retire from office at each annual general
meeting, provided that every Director shall be subject to retirement by
rotation at least once in every three years.
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Nomination Committee

According to paragraph A.4.4 of the Code, the listed issuers are
recommended to set up a nomination committee with a majority of the
members thereof being independent non-executive directors.

The Company established a nomination committee on 13 September
2010 with written terms of reference in compliance with the
Code. The nomination committee is mainly responsible for making
recommendations to the Board regarding candidates to fill vacancies
on the Board. The nomination committee comprises one executive
Director, namely Mr. Zhuang Yuejin, and two independent non-
executive Directors, namely Mr. Law Tze Lun and Mr. Feng Xueben. Mr.
Zhuang Yuejin has been appointed as the chairman of the nomination
committee.

No meeting was held by the nomination committee from the Listing
Date to 31 December 2010.

Remuneration Committee

The Company established a remuneration committee on 13 September
2010 with written terms of reference in compliance with Code provision
B.1.1. The primary duties of the remuneration committee include
reviewing the terms of remuneration packages, determining the award
of bonuses and considering the grant of options under the share option
scheme of the Company. The remuneration committee comprises one
executive Director, namely, Mr. Zhuang Yuejin and two independent
non-executive Directors, namely Mr. Law Tze Lun and Dr. Tang
Yanfei. Mr. Zhuang Yuejin has been appointed as the chairman of the
remuneration committee.

No meeting has been held by the remuneration committee from the
Listing Date to 31 December 2010.

Audit Committee

The Company established an audit committee on 13 September 2010
in compliance with Rules 5.28 to 5.33 of the GEM Listing Rules. Written
terms of reference in compliance with Code provision C.3.3 have been
adopted. The primary duties of the audit committee are, among other
things, to review and supervise the financial reporting process and
internal control system of the Group. The audit committee comprises
three independent non-executive Directors, namely Mr. Law Tze Lun,
Mr. Feng Xueben and Dr. Tang Yanfei. Mr. Law Tze Lun has been
appointed as the chairman of the audit committee.
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During the period from the Listing Date to 31 December 2010, one
meeting was held by the audit committee. The following table shows
the attendance of individual members at the meeting held during the
year:

Members No. of Attendance
Mr. Law Tze Lun 171
Dr. Tang Yanfei 171
Mr. Feng Xueben 1Al

The audit committee reviews the quarterly, interim and annual reports as
well as result announcements before submission to the Board. The audit
committee focuses not only on the impact of the changes in accounting
policies and practices but also on the compliance with accounting
standards, the GEM Listing Rules and the legal requirements in review
of the Company’s quarterly, interim and annual reports as well as result
announcements.

Auditor’'s Remuneration

For the year ended 31 December 2010, the remuneration payable and
paid to the auditor, RSM Nelson Wheeler in respect of audit services
and non-audit service assignments in connection with the purpose of
listing of the shares of the Company amounted to HK$580,000 and
HK$1,780,000 respectively.

Investor Relations and Communication with
Shareholders

The Company has established a range of communication
channels between itself and its shareholders, and investors. These
include the publication of annual, interim and quarterly reports,
notices, announcements and circulars, the Company’s website at
www.joystar.com.hk and meetings with investors and analysts.

The Company encourages all shareholders to attend the annual general
meetings to stay informed of the Group’s strategy and goals. It provides
an opportunity for direct communication between the Board and
its shareholders. The chairman of the meeting explains the detailed
procedures for conducting a poll and then answers any questions from
shareholders. The poll results are published on the websites of the
Company and the Stock Exchange.
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Internal Control

The Board recognises the importance of maintaining an adequate and
effective internal control system to safequard the Company’s assets
against unauthorised use or disposition, and to protect the interests of
shareholders of the Company.

The audit committee assumes the overall responsibility for reviewing
the adequacy and integrity of the Group’s internal control system.
As a means to enhance the corporate governance of the Group,
the Company has also established a compliance committee, which
comprises all independent non-executive Directors, to oversee the
Group’s compliance with the relevant PRC rules and regulations.

During the year, the Board has discussed and reviewed the relevant
proposals made by senior management in order to ensure an adequate
and effective system of internal control. The Board has conducted
a review of the effectiveness of the internal control system of the
Company and its subsidiaries during the period from the Listing Date
to 31 December 2010, which covers all material controls, including
financial, operational and compliance controls functions.

Financial Reporting

The Directors acknowledged their responsibility for the preparation of
the financial statements, which give a true and fair view of the financial
position of the Group. The auditor of the Company is responsible to
form an independent opinion based on the audit, on the financial
statements prepared by the Directors and report the opinion solely to
the shareholders of the Company.
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Directors’ Report

EEEHE

The Directors have pleasure in presenting their report and the audited
financial statements of the Group for the year ended 31 December
2010 (the “Year").

1. Principal Activities
The Group is principally engaged in the manufacture and
trading of nonwoven fabric products used in automotive interior
decoration parts and infrastructure.

2. Results and Financial Position
The Group's results for the Year are set out in the consolidated
income statement and consolidated statement of comprehensive
income on page 43 and 44.

The state of affairs of the Group and of the Company at 31
December 2010 are set out in the statements of financial position
on pages 45 to 47.

3. Share Capital
Details of the movements in the share capital of the Company are
set out in note 32 to the financial statements.

4. Subsidiaries

Particulars of the Company’s subsidiaries are set out in note 21 to
the financial statements.

5. Summary of Financial Information
A summary of financial results and of the assets and liabilities of
the Group are set out in the section headed “Summary of Financial
Information” on page 100 in this report.

6. Reserves
The movements in the reserves of the Group during the Year are
set out in the consolidated statement of comprehensive income
and consolidated statement of changes in equity. The movements
in the reserves of the Company during the Year are set out in note
33(b) to the financial statements.

7. Distributable Reserves
At 31 December 2010, the Company’s reserve available for
distribution to owners of the Company comprising share premium
account amounted to approximately RMB9,850,000.

8. Dividends

The Directors do not recommend the payment of any dividend for
the Year.
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10.

11.

12.

Property, Plant and Equipment
Details of the movements in the property, plant and equipment of
the Group are set out in note 18 to the financial statements.

Donations
Donations made by the Group during the Year amounted to
RMB20,000.

Major Customers and Suppliers

In the Year, sales to the Group’s five largest customers in
aggregate accounted for approximately 60.5% (2009: 64.2%)
of the total sales for the Year and sales to the largest customer
accounted for approximately 17.1% (2009: 19.8%) of total sales.
Purchases from the Group’s five largest suppliers in aggregate
accounted for approximately 67.6% (2009: 81.0%) of the total
purchases for the Year and purchases from the largest supplier
accounted for approximately 27.0% (2009: 34.6%) of total
purchases.

None of the Directors, their associates or any shareholders of the
Company (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
interest in the Group's five largest customers and suppliers during
the Year .

Directors
The Directors of the Company during the Year and up to the date
of this report were:

Executive Directors:
Mr. Zhuang Yuejin

Ms. Wong Hsiao Hung
Mr. Pak Ping

Ms. Ruan Bixia

Mr. Chen Xianping

— appointed on 12 April 2010
— appointed on 9 December 2009
— appointed on 12 April 2010
— appointed on 12 April 2010
— appointed on 12 April 2010

Independent non-executive Directors:

— appointed on 12 April 2010
— appointed on 12 April 2010
— appointed on 12 April 2010

Mr. Law Tze Lun
Dr. Tang Yanfei
Mr. Feng Xueben

In accordance with the Company’s articles of association, all
Directors are subject to retirement by rotation at least once every
three years. Ms. Ruan Bixia, Mr. Chen Xianping and Mr. Law
Tze Lun will retire by rotation at the forthcoming annual general
meeting, being eligible, offer themselves for re-election.
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13.

14.

15.

16.

34

Directors’ and Senior Management
Biographical information of the Directors and senior management
of the Group are set out on pages 20 to 24 of this report.

Directors’ Service Contracts

Each of the executive Directors has entered into a service
agreement with the Company for an initial term of three years
which shall be terminated in accordance with the terms thereof or
by either party giving the other not less than three months’ notice
in writing.

Each of the independent non-executive Directors namely Mr. Law
Tze Lun, Dr. Tang Yanfei and Mr. Feng Xueben has respectively
entered into a formal appointment letter with the Company for a
term of one year with automatic renewal, subject to termination
by either party giving the other not less than three months’ notice
in writing.

None of the Directors, including those proposed for re-election
at the forthcoming annual general meeting, has a service
agreement which is not determinable by the Company within
one year without payment of compensation (other than statutory
compensation).

Emolument Policy

The emolument policy of the employees of the Group is set up
by the Board on the basis of their experience, qualifications and
competence.

The emoluments of the Directors of the Company are reviewed
by the remuneration committee of the Company and approved
by the Board, having regard to the relevant Director’s experience,
responsibility, workload and the time devoted to the Group; the
Company'’s operating results and comparable market statistics.

The Company has adopted a share option scheme (the “Scheme")
on 13 September 2010 to which the Directors and eligible
employees, among others are entitled to participate in. The
Company operates the Scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to
the success of the Group's operations. Details of the Scheme are
set out in paragraph 28 below.

Remuneration of Directors and Five Highest
Paid Individuals

Details of the emoluments of the Directors and the five highest
paid individuals in the Group are set out in note 13 to the financial
statements.
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17. Directors’ and Chief Executives’ Interests and
Short Positions in the Shares, Underlying
Shares and Debentures 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 its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were required 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/or
short positions of which they were taken or deemed to have under
such provisions of the SFO) or which were recorded in the register
required to be kept by the Company pursuant to Section 352 of
the SFO or as otherwise required to be notified to the Company
and the Stock Exchange pursuant to the Rule 5.46 to 5.67 of the
GEM Listing Rules, were as follows:

Long positions in shares of the Company
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Approximate
percentage of

Number of the issued share
issued ordinary capital of
shares held the Company
Name of Director Capacity and nature of interest FR#EE 1T HARDE D BITRA
EEpR SHORERNMEE EEREE ZHAR D
Zhuang Yuejin Beneficial owner 79,860,000 39.93%
a3 ExEEA
Ruan Bixia Deemed interest of spouse 79,860,000 (Note 1) 39.93%
EE Tic 458 60 6 S #E 2 )
Wong Hsiao Hung Beneficial owner 40,695,000 20.35%
EUNSE EmEBA
Pak Ping Beneficial owner 14,910,000 7.45%
H¥ EmEA A
Note: BisE -
1. Ruan Bixia is the spouse of Zhuang Yuejin and is deemed to be interested 1. MEEDERECZES FEREZHSRBAER
in all shares held by Zhuang Yuejin under the SFO. BIAR AR RHE T2 R G0 2#m o
Save as disclosed above, as at 31 December 2010, none of the BRIAEFMBEEN  RZZE—ZFF+=A

Directors and chief executives of the Company had any interests
or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporation (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 or short positions
which they were taken or deemed to have under such provision
of the SFO), or which were recorded in the register required to be
kept by the Company pursuant to Section 352 of the SFO or which
were required pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock Exchange.

=t—B8 BEARAEERESTRAERN
ARRHEEEMEBEE(EERESFRPE K
BIZEXVED) BBty ~ MHEARR REERD - #
BIRBEESF RIS GG EXVENET7 X8 A /E A
BANR R TEERIOAR (BIEREES
EBE GO BRGRSEWEFI A REE
MEMESRIOAR) - JRIEZESFRIE RIS
352IFABLNAR B ERMANERIOAR -
FARIBAIER ETRANES A6 =567 IRAHE
RRAB R e soR R

HEAENMEEERAR —E-EFFR 35



Directors’ Report (Continued)

EEEHRE(A)

18. Substantial Shareholders’ and Other Persons’ 18. TEREREMALTHREATZRH

Interests and Short Positions in the Shares and
Underlying Shares of the Company

As at 31 December 2010, so far as is known to the Directors,
the persons (other than the Directors or chief executives of
the Company), who had, or was deemed to have interests or
short positions in the Shares or underlying Shares which fall to
be disclosed to the Company in accordance with the provision
of Divisions 2 and 3 of Part XV of the SFO, or which would be
recorded in the register maintained by the Company, pursuant to
Section 336 of the SFO, were as follows:

Long positions in shares of the Company

RAERKROTFHESZRKXE

RoZ-BFE+T=A=+—0 REEHA
MFAL(ARATEERESTRABBRI R
B BARBRR (A o I AR B IR R
REEEDEXVEE-R=SBENRD TR
B ESRREESRUEGAAR AR
B2 BRMOENIAR

Approximate
percentage of the

Number of issued share
issued ordinary capital of
shares held the Company
Name of Shareholder Capacity and nature of interest e 81T HARAT D RITRA
IR A B REZNME ZERHE ZEBHNBE DL
Zhuang Yuejin Beneficial owner 79,860,000 39.93%
ITERE EmfEEA
Ruan Bixia Deemed interest of spouse 79,860,000 (ot 1) 39.93%
V=g e (B e T M 2 (HrE1)
Wong Hsiao Hung Beneficial owner 40,695,000 20.35%
U S BEmfEiB A
Pak Ping Beneficial owner 14,910,000 7.45%
SRS EmfEE A
Note: B s

1. Ruan Bixia is the spouse of Zhuang Yuejin and is deemed to be interested

in all shares held by Zhuang Yuejin under the SFO.

Save as disclosed above, as at 31 December 2010, the Directors
are not aware of any other person, other than the Directors and
the chief executives of the Company who had, or was deemed
to have, interest or short positions in the Shares or underlying
Shares which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO; or recorded
in the register required to be kept under section 336 of the SFO.

China Automotive Interior Decoration Holdings Limited ANNUAL REPORT 2010

1. mEETHBEZRE  AREBEEFRMEK
DIRAR A YA A B P 2 BO AR ) 2 it~

BEXREEN  R-T-TF+-F=+—
A ERLMAREAAL(RANEERSS
TRABRINAAR ARG HRABERG P EAE
IR 5 R I XV R 2 2218 R B 3 /E
DA « SRS T H ) 336 1A T A
BERBEMOES AR -



Directors’ Report (Continued)

EEEHRE(A

19.

20.

21.

22.

23.

Directors’ Interests in Contracts

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 at the end of
the Year or at any time during the Year.

Directors’ Rights to Acquire Shares and
Debentures

Save as disclosed in paragraph 17 above, at no time during the
Year was the Company, or its subsidiaries, or its fellow subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of acquisition of shares in, or debentures of the
Company or any other body corporate.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the latest
practicable date prior to issue of this report, the Company has
maintained the sufficient public float under the GEM Listing Rules.

Competing Interests

The Directors are not aware of any business or interest of the
Directors, the controlling shareholder and their respective
associates (as defined under the GEM Listing Rules) that compete
or may compete with the business of the Group and any other
conflict of interest which any such person has or may have with
the Group from the Listing Date to 31 December 2010.

Related Party Transactions

During the Year, except for those disclosed in note 38 to the
financial statements, the Group had no transactions with its
related parties.

19.

20.

21.

22.

23.
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NGB G201 PN R EN S Sy
EBEEZEAANTERLNRETEAR

N

S o

EERARDRERENER
BEXEITRAHEES  ADARAMED

o8 L R R T 2 R A 4 P 1 P A
STSEE RS - BEEE A EARA AR
TR AR B IR S AR T 25

RADRBRE
BRADTANTEZENRRERNM - R
AEEFRARAERATES - ARFR
HEIFIR ETRBERBRAZ ARIRE -

BEREBNER
BEtmERE-_T—ZF+_A=+—HH
M EEMTINBEMES ERERERES
FEMBEA(TERAEREFES LMAR)®
A fA] 25 755 ok AR 2 BN 5 (B 9 26755 1 3R ok P B
WHEFE  TTAEZSEATE RS HEASE
B IR E bRz e o

BEFRS

RERZR - BHERRMEMFEEIN - A
SEMEREETETENRS -

HEAENMEEERAR —E-EFFR 37



Directors’ Report (Continued)

EEEHRE(A

24,

25.

26.

27.

28.

38

Purchase, Redemption or Sale of the Listed
Securities of the Company

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during the
Year.

Bank Borrowings
Particulars of bank borrowings of the Group as at 31 December
2010 are set out in note 29 to the financial statements.

Retirement Benefit Schemes
Particulars of the retirement benefit schemes of the Group are set
out in note 14 to the financial statements.

Pre-emptive Rights

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

Share Option Scheme

The Company adopted the Scheme on 13 September 2010 which
will remain in force for a period of 10 years from the effective date
of the Scheme and will expire on 29 September 2020.

Under the Scheme, the Directors may at their discretion grant
options to (i) any employee of any member of the Group or any
entity in which any member of the Group holds any equity interest
(the “Invested Entity”); (ii) any executive and non-executive
directors of any member of the Group or any Invested Entity; (iii)
any supplier and customer of any member of the Group or any
Invested Entity; (iv) any person or entity that provides research,
development or other technological support to any member of the
Group or any Invested Entity; (v) any shareholder of any member
of the Group or any Invested Entity or any holder of any securities
issued or proposed to be issued by any member of the Group or
any Invested Entity; or (vi) any adviser or consultant of any member
of the Group or any Invested Entity to subscribe for the shares of
the Company.
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Directors’ Report (Continued)

EEEHRE(A)

28.

29.

Share Option Scheme (Continued)

The maximum number of shares in respect to which options may
be granted under the Scheme shall not exceed 10% of the issued
share capital of the Company on the date of adopting the Scheme.
The limit may be refreshed at any time provided that the new limit
must not be in aggregate exceed 10% of the issued share capital
of the Company as at the date of the shareholders’ approval in
general meeting. However, the total number of shares which may
be issued upon exercise of all outstanding options granted and yet
to be exercised under the Scheme and any other scheme of the
Company must not in aggregate exceed 30% of the shares in issue
from time to time. The maximum number of shares in respect of
which options may be granted to any individual in any 12-month
period shall not exceed 1% of the shares in issue on the last date
of such 12-month period unless approval of the shareholders of
the Company has been obtained in accordance with the GEM
Listing Rules. A nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

Options may be exercised at any time from the date of grant of
the option to the 10th anniversary of the date of grant as may be
determined by the Directors. The exercise price is determined by
the Directors, and will not be less than the highest of (i) the closing
price per share as stated in the Stock Exchange's daily quotations
sheets on the date of the grant of the options; (ii) the average
closing price per share as stated in the Stock Exchange’s daily
guotations sheets for the five business days immediately preceding
the date of the grant of the options; or (iii) the nominal value of a
share.

During the Year, no share option was granted, exercised, expired
or lapsed and there is no outstanding share option under the
Scheme.

Corporate Governance

The Company has complied with most of the code provisions
stipulated in the Code on Corporate Governance Practices as set
out in Appendix 15 to the GEM Listing Rules since the Listing Date
to 31 December 2010 except for the deviation from code provision
A.2.1 of the code as described above. A report on the corporate
governance practice adopted by the Group is set out in page 25 to
page 31 of this report.
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Directors’ Report (Continued)

EEEHRE(A)

30.

31.

32.

Events After the Reporting Period
Details of the significant events after the reporting period of the
Group are set out in note 39 to the financial statements.

Interest of the Compliance Adviser

As at 31 December 2010, except for the agreement entered into
between the Company and Sun Hung Kai International Limited,
the Company’s compliance adviser on 20 September 2010, neither
the Company’s compliance adviser nor its directors, employees or
associates had any interest in the share capital of the Company or
any member of the Group (including options or rights to subscribe
for such securities) as notified by the Company’s compliance
adviser.

Auditor

A resolution to re-appoint the retiring auditor, RSM Nelson
Wheeler, will be proposed at the forthcoming annual general
meeting.

On behalf of the Board

Zhuang Yuejin
Director

Hong Kong, 18 March 2011
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Independent Auditor’s Report
B BT

RSM Nelson Wheeler

E(BB) STMEBA

Certlfled Public Accountants

TO THE SHAREHOLDERS OF
CHINA AUTOMOTIVE INTERIOR DECORATION HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Automotive Interior Decoration Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the "Group") set out on pages
43 to 99, which comprise the consolidated and Company statements
of financial position as at 31 December 2010, and the consolidated
income statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity and 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 and to report our opinion
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 this 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.

29th Floor
Caroline Centre
Lee Gardens Two
28 Yun Ping Road
Hong Kong
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Independent Auditor’s Report
B BT

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 judgement, 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 results 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.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

18 March 2011
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Consolidated Income Statement

For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

2010 2009
—=E-ZF —ZTTNEF

RMB’000 RMB’000
AR®BT T ARBETT

Revenue A 7 123,090 87,363
Cost of inventories sold BEHEFERKA (93,774) (60,305)
Gross profit ER 29,316 27,058
Other income Hipg A 8 7,180 75
Selling and distribution costs $HE RO KA (6,656) (3,980)
Administrative expenses THRAZ (9,661) (7,184)
Profit from operations &EER 20,179 15,969
Finance costs Bl & RS 10 (1,699) (1,809)
Profit before tax R %1 Al % F 18,480 14,160
Income tax expense FriS#iFA = 11 (3,983) (2,076)

Profit for the year attributable to AATEE A
the owners of the Company EREERR 12 14,497 12,084
RMB RMB
ARME AR

Earnings per share BRER

Basic BN 17 8.9 cents% 8.1 cents?
Diluted e 17 N/ATEHR N/ATN @ A
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Consolidated Statement of Comprehensive Income

GEETHEWRER

For the year ended 31 December 2010
BR—FT—TFEf—A=+—HIFE

Profit for the year

Other comprehensive income:
Exchange differences on translating foreign
operations

Total comprehensive income for the year
attributable to the owners of the Company

FEIEF

Hfth 2 [ W 2
BEBINEBZELER

RARFERA
EEFERERSEAE

2010 2009
—=E-ZF e
RMB’000 RMB’000
ARETT ARBT T
14,497 12,084

43 7

14,540 12,091
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Consolidated Statement of Financial Position

eI R

At 31 December 2010
—F—ZFFf—HA=1—H

Non-current assets

Property, plant and equipment
Prepaid land lease payments
Loan receivables

Deferred tax assets

Current assets
Prepaid land lease payments
Inventories
Trade receivables
Prepayments, deposits

and other receivables
Due from a director
Bank and cash balances

Current liabilities

Trade payables

Accruals and other payables
Due to a director

Due to related companies
Due to shareholders
Borrowings

Finance lease payables
Current tax liabilities

Net current assets/(liabilities)

Total assets less current liabilities

FRBEE

ME -~ BB MR E
BN LA EFIR
W & TR
EENVIREE

RBEE

Faft i & 5KIA
71

2 5 EWGRIE
BNRE - 1

Ko B & WK IR
el — BB EFIA
RITRBA DB

RBAE

B 5 RN FIR

FEET B R R E M 5RIA
RN — %é%m
ENEER
%H%%ﬁﬁ

&

e R B E IR
MM ERIE

REBEE(AE) B8

REERARBAE

22
23

24
25
26

27
28
38(b)
38(b)
38(b)
29
30

2010
—2-%F

RMB*000 RMB'000

AR®T T ARBT T

32,838 30,608

3,063 3,136

118 180

763 634

36,782 34,558

73 73

9,937 6,244

53,006 35,660

16,818 1,284

38 -

18,990 22,068

98,862 65,329

15,472 14,645

9,645 10,860

- 958

- 3,537

22 17,651

21,848 19,100

234 217

1,864 1,187

49,085 68,155

49,777 (2,826)

86,559 31,732
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Consolidated Statement of Financial Position (Continued)

mEMBIRRR(E

At 31 December 2010
R -E—FF+ - H=+—H

2010
=F-FF —TTNF
RMB’000 RMB’'000
AR®T T ARBTIT
Non-current liabilities ERBEE
Finance lease payables et R E & 708 30 209 443
Deferred tax liabilities BLEFHRIBEAE 31 - 247
209 690
NET ASSETS FEE 86,350 31,042
Capital and reserves EXRREE
Share capital AR 32 17,275 1,064
Reserves fe 18 33(a) 69,075 29,978
TOTAL EQUITY TR 86,350 31,042
Approved by the Board of Directors on 18 March 2011
RZE——F=A+/\BHEZTSRA
Zhuang Yuejin Wong Hsiao Hung
SERRE BN
Director Director
EE EZE
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Statement of Financial Position

BrEEAR L3R

At 31 December 2010
R—FE—FFF=—H=1—H

2010

—2-2F —TTNEF
RMB’000 RMB’000
AR¥T T ARBET T

Non-current assets ERBEE
Investments in subsidiaries RETBRRHNEKRE 21 17,553 1

Current assets RENEE
Due from subsidiaries FEU I B A R 5k IE 21 32,605 =
Bank and cash balances IRIT RIS &R 26 452 =
33,057 -
Current liabilities RBEE

Accruals and other payables FEETE A R H A B FRIE 28 507 -
Due to subsidiaries FER B A R kA 21 6,275 =
6,782 -
Net current assets REEEFSE 26,275 =
NET ASSETS BEE 43,828 1

Capital and reserves BEXR#E
Share capital i 32 17,275 1
Reserves B 33(b) 26,553 -
TOTAL EQUITY DA 43,828 1

Approved by the Board of Directors on 18 March 2011

RZE—F=A+/\HHEE2RB

Zhuang Yuejin Wong Hsiao Hung

HRE BN
Director Director
EFE EZE
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Consolidated Statement of Changes in Equity
EREREERX

For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

Foreign
Share currency
Share premium Merger  translation Statutory Retained Total

capital account reserve reserve reserve profits equity

BE RHEER AHHRE  NBRERR EERE RERR BRAG

Note RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000
ARBFT ARETFT ARBFT ARBFT ARBTT ARBFL ARBFTL

At 1 January 2009 RZZEAF—A—H 1,064 = = 2,640 1,639 13,608 18,951

Total comprehensive income  FF 2 AL

for the year - - - 7 - 12,084 12,091
Transfer to statutory reserve EBRZETHE - - - - 1,379 (1,379) -
Changes in equity for the year 2 H) - - - 7 1,379 10,705 12,901
At 31 December 2009 and RZZENE

1 January 2010 +-A=t-Hk

—T-TF-f—H 1,064 - - 2,647 3,018 24,313 31,042
Capitalisation of then ERRREEHEAL

shareholders’ loans 149 5112 - - - - 5,261
Reorganisations il (880) (5,112) 5,992 - - - -
Issue of shares on placement  EL&R{H %17 32(e) 4318 35,835 - - - - 40,153
Captialisation issue ERET 32(d) 12,624 (12,624) = = = = =
Share issue expenses BRDEITRHX - (4,646) - - - - (4,646)
Total comprehensive income  FE2E W B

for the year - - - 43 - 14,497 14,540
Transfer to statutory reserve EBREETHE - - - - 2,446 (2,446) -
Changes in equity for the year £ E) 16,211 18,565 5,992 43 2,446 12,051 55,308
At 31 December 2010 RZZ-ZF

+-A=+-H 17,275 18,565 5,992 2,690 5,464 36,364 86,350
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Consolidated Statement of Cash Flows

SERERER

For the year ended 31 December 2010
HE—T—TE A=+ HIFE

CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax
Adjustments for:
Interest expenses
Finance lease charges
Interest income
Net foreign exchange loss
Inventories written off
Depreciation of property, plant and
equipment
Amortisation of prepaid land lease
payments
Loss/(gain) on disposals of property,
plant and equipment

Operating profit before working capital

changes

(Increase)/decrease in inventories

Increase in trade receivables

(Increase)/decrease in prepayments,
deposits and other receivables

Increase in trade payables

(Decrease)/increase in accruals and
other payables

Cash (used in)/generated from operations

Income taxes paid
Interest paid
Finance lease charges paid

Net cash (used in)/generated from
operating activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Loan receivables repaid from/(granted to)

unrelated parties
Interest received

Purchases of property, plant and equipment

Addition of construction in progress

Proceeds from disposals of property,
plant and equipment

Repayments from a related company

Net cash (used in)/generated from
investing activities

RETHEENRERE

B i Bl 7

LA TS RELRE -
B
MEHEER
B A
SNEE B 1RIFER
7 S 35
ME - BERREFTE

FafT 43 78 & R IRHE 3

HEWE - BB MR
BiR (k)

EEESEEH
i‘«;mﬂ
E0Em),mA
féf%ﬁgﬂﬁz TRIRIE
BNIA B REME
Yk (), m
B 5 FE N SR AN
FERT & A R E b FE R 3RIA
O ),/ 41

BREM)/FIENRS
B FEH
EfFE
ENREHEER

rEEB (A5
REFR

RETHELENRSRE

el (%5 ) IERAE A fE
B

22

BEYFE  BERKE

ERIRAE

LEYE - BE REE
FTiS 308

—MRERARER

wEES(FTA) FIERE
et

2010 2009
20104 20094
RMB’000 RMB’000
AR¥T T AREFIT
18,480 14,160
1,235 1,800
43 8
(25) 9)
421 1
175 328
3,153 2,570
73 73
315 (27)
23,870 18,904
(3.868) 4,415
(17,346) (20,397)
(15,534) 1,402
827 9,210
(1,215) 5,245
(13,266) 18,779
(3,673) (1,025)
(1,235) (1,800)
(43) (8)
(18,217) 15,946
62 (70)
25 9
(2,495) (7,802)
(3,568) =
365 49
- 18,370
(5,611) 10,556
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Consolidated Statement of Cash Flows (Continued)

RERTRER(E)

For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

CASH FLOWS FROM FINANCING
ACTIVITIES

Short-term bank loans raised

Repayment of short-term bank loans

Repayment of finance lease payables

Repayments to related companies

(Repayments to)/advances from a director

Repayments to shareholders
Repayments of borrowings to unrelated
parties
Advances from a unrelated party
Repayments of borrowings to
a related party
Issue of shares

Net cash generated from/(used in)
financing activities

NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT
1 JANUARY

CASH AND CASH EQUIVALENTS AT
31 DECEMBER

ANALYSIS OF CASH AND CASH
EQUIVALENTS

Bank and cash balances

RETHELENRSRE

LFEHRITER
BEREHRITER
BEENBREMEEHE
[ REE A RIE K
(A—REFER),/
—REFERH
[A) A SRE 7R
ERE S EEEE

—HIFRETT BN
A—REELEEER

TR

RMEBRBE(FA)

RERREZEEY
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2010
20104

RMB’000
ARBT

2009
20094
RMB’000
ARETIT

21,000 19,000
(19,000) (14,000)
(217) (35)
(3,537) (11,977)
(996) 599
(12,368) (1,451)
(100) (200)
848 =
- (300)
35,507 =
21,137 (8,364)
(2,691) 18,138
(387) (1)
22,068 3,931
18,990 22,068
18,990 22,068
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1.

General Information

The Company was incorporated in the Cayman Islands on 9
December 2009 with limited liability. The registered office of the
Company is located at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands. The address of
its principal place of business is located at No. 28 Xinfeng Road,
Xinfeng Industrial Park, Fanggian Town, New District, Wuxi City,
Jiangsu Province, the People’s Republic of China (the “PRC").

The Company is an investment holding company. The principal
activities of the Group are manufacturing and trading of
nonwoven fabric products used in automotive interior decoration
parts and infrastructure.

The shares of the Company were listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 29 September 2010 (the “Listing Date").

Group Reorganisation and Basis of Preparation
Pursuant to the Group of Reorganisation (the “Reorganisation”)
for the purpose of listing (the “Listing”) the Company’s ordinary
shares on the Stock Exchange, the Company and Joystar (BVI)
Automotive Interior Decoration Limited were incorporated and
interspersed between Joystar International Investment Limited and
the equity holders of Joystar International Investment Limited; and
became the holding company of the subsidiaries now comprising
the Group and the intermediate holding company of Joystar
International Investment Limited respectively. Further details of
the Reorganisation are also set out in the paragraphs headed
“Corporate Reorganisation/Development” of the section headed
“History and Development” to the prospectus of the Company
dated 21 September 2010 (the “Prospectus”) in connection with
the Listing.
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2.

52

Group Reorganisation and Basis of Preparation
(Continued)

As the Reorganisation only involved inserting new holding
entities at the top of an existing group and has not resulted in
any change of economic substances, the financial statements
of the Group for the years ended 31 December 2009 and 2010
have been presented as a continuation of the existing group
based on the principles and procedures of merger accounting in
accordance with Accounting Guideline 5 “Merger Accounting
for Common Control Combinations” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"). Accordingly,
the consolidated income statements, consolidated statements of
comprehensive income, consolidated statements of changes in
equity and consolidated statements of cash flows are prepared as
if the current group structure had been in existence rather than
from date of incorporation of the Company.

Adoption of New and Revised Hong Kong
Financial Reporting Standards

In the current year, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the HKICPA that are relevant to its operations and effective for its
accounting year beginning on 1 January 2010. HKFRSs comprise
Hong Kong Financial Reporting Standards; Hong Kong Accounting
Standards; and Interpretations. The adoption of these new
and revised HKFRSs did not result in significant changes to the
Group’s accounting policies, presentation of the Group’s financial
statements and amounts reported for the current year and prior
years.

The Group has not applied the new HKFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would have a material
impact on its results of operations and financial position.
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4.

Significant Accounting Policies

These financial statements have been prepared in accordance with
HKFRSs, accounting principles generally accepted in Hong Kong
and the applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the Hong Kong
Companies Ordinance.

These financial statements have been prepared under the historical
cost convention.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise its judgements in the process
of applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 5 to
the financial statements.

The significant accounting policies applied in the preparation of
these financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. Control is the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. The existence and effect of potential
voting rights that are currently exercisable or convertible are
considered when assessing whether the Group has control.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i) the
fair value of the consideration of the sale plus the fair value
of any investment retained in that subsidiary and (ii) the
Company'’s share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related
accumulated foreign currency translation reserve.
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4. Significant Accounting Policies (Continued)

54

(a) Consolidation (Continued)

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company.
Non-controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated income statement and
consolidated statement of comprehensive income as an
allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and
owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed
to the owners of the Company.

In the Company’s statement of financial position the
investments in subsidiaries are stated at cost less allowance
for impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.
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4. Significant Accounting Policies (Continued)
(b) Merger accounting for business combination

(o)

under common control

The consolidated financial statements incorporate the
financial statements of the combining entities as if they had
been combined from the date when they first came under
the control of the controlling party.

The consolidated income statements and statements of
comprehensive income and consolidated statements of cash
flows include the results and cash flows of the combining
entities from the earliest date presented or since the date
when the combining entities first came under the common
control, where this is a shorter period, regardless of the date
of the common control combination.

The consolidated statements of financial position have been
prepared to present the assets and liabilities of the combining
entities as if the Group structure as at 31 December 2010
had been in existence at the end of each reporting period.
The net assets of the combining entities are combined
using the existing book values from the controlling party’s
perspective. No amount is recognised in respect of goodwill
or gain on bargain purchase at the time of common control
combination, to the extent of the continuation of the
controlling party’s interest.

There was no adjustment made to the net assets nor the net
profit or loss of any combining entities in order to achieve
consistency of the Group’s accounting policies.

Foreign currency translation

(i) Functional and presentation currency
Items included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Renminbi, which is
the Company’s presentation currency and the functional
currency of the principal operating subsidiary of the
Group. The functional currency of the Company is
Hong Kong dollars. The directors consider that choosing
Renminbi as the presentation currency best suits the
needs of the shareholders and investors.
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4. Significant Accounting Policies (Continued)
(c) Foreign currency translation (Continued)

56

(ii)

(i)

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values
in foreign currencies are translated using the exchange
rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss on
a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised
in profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated into
the Company’s presentation currency as follows:

—  Assets and liabilities for each statement of financial
position presented are translated at the closing
rate at the date of that statement of financial
position;

—  Income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the exchange rates on
the transaction dates); and
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4. Significant Accounting Policies (Continued)

()

(d)

Foreign currency translation (Continued)
(iif) -~ Translation on consolidation (Continued)
—  All resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and of
borrowings are recognised in the foreign currency translation
reserve. When a foreign operation is sold, such exchange
differences are recognised in consolidated profit or loss as
part of the gain or loss on disposal.

Property, plant and equipment
All property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

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. All other repairs and maintenance are
recognised in profit or loss during the period in which they
are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost over the estimated
useful lives on a straight-line basis. The principal useful lives
are as follows:

Buildings 30 years
Plant and machinery 12 years
Motor vehicles 8 years
Furniture, fixtures and equipment 6 years
Leasehold improvements 5 years

The useful lives and depreciation method are reviewed and
adjusted, if appropriate, at the end of each reporting period.
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4.

58

Significant Accounting Policies (Continued)

(d) Property, plant and equipment (Continued)
Construction in progress represents leasehold improvements
under construction and plant and machinery pending
installation, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available for
use.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in
profit or loss.

(e) Leases
(i)  Operating leases
Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments
(net of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

(i) Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the
lease term, a finance lease is capitalised at the lower of
the fair value of the leased asset and the present value
of the minimum lease payments, each determined at
the inception of the lease.

The corresponding liability to the lessor is included in
the statement of financial position as finance lease
payable. Lease payments are apportioned between the
finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period
during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the
liability.

Assets under finance leases are depreciated the same as
owned assets.
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4. Significant Accounting Policies (Continued)

(f)

(9)

(h)

Research and development expenditure
Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. 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.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised in
profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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4. Significant Accounting Policies (Continued)

60

(i)

()

(k)

Trade and other receivables

Trade and other receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market and are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method, less allowance for impairment. An
allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.
The amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out in Notes 4(|) to 4(n) below.
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4. Significant Accounting Policies (Continued)

()

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.

(m) Trade and other payables

(n)

(o)

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenues from the sales of nonwoven fabric products used
in automotive interior decoration parts and infrastructure are
recognised on the transfer of significant risks and rewards of
ownership, which generally coincides with the time when the
goods are delivered and the title has passed to the customers.

Interest income is recognised on a time-proportion basis using
the effective interest method.

Technical support income is recognised when the technical
support services are rendered.
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4. Significant Accounting Policies (Continued)
(p) Employee benefits

62

(i)

(ii)

(i)

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the Group
and employees are calculated as a percentage of
employees’ basic salaries. The retirement benefit scheme
cost charged to profit or loss represents contributions
payable by the Group to the funds.

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.
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4. Significant Accounting Policies (Continued)
(q) Borrowing costs

(r)

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part
of the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining a
qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Government grants that become receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the
period in which they become receivable.
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4. Significant Accounting Policies (Continued)

64

(s) Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit or
loss because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses or
unused tax credits can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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4. Significant Accounting Policies (Continued)

(s)

(t)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the end of each reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in

equity.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties
A party is related to the Group if:

(i)  directly or indirectly through one or more intermediaries,
the party controls, is controlled by, or is under common
control with, the Group; has an interest in the Group
that gives it significant influence over the Group; or has
joint control over the Group;

(ii)  the party is an associate;
(iii) the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v) the party is a close member of the family of any
individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan for the

benefit of employees of the Group, or of any entity that

is a related party of the Group.
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4. Significant Accounting Policies (Continued)

66

(u) Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets except
deferred tax assets, inventories and receivables to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

Recoverable amount is the higher of 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.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased
to the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the
carrying amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been
recognised for the asset or cash-generating unit in prior years.
A reversal of an impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.
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4. Significant Accounting Policies (Continued)

(v)

(w)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present 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 expenditures 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 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 is
remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed in
the notes to the financial statements when material.
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5.

68

Critical Judgements and Key Estimates

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of each reporting period,
that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
year, are discussed below.

(a)

(b)

(o)

Property, plant and equipment and depreciation
The Group’s management determines the estimated useful
lives and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based on the
historical experience of the actual useful lives of property,
plant and equipment of similar nature and functions. The
Group will revise the depreciation charge where useful lives
are different to those previously estimated, or it will write-
off or write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

Impairment of trade receivables

The Group makes impairment of trade receivables based on
assessments of the recoverability of the trade receivables,
including the current creditworthiness and the past collection
history of each debtor. Impairment arises where events or
changes in circumstances indicate that the balances may
not be collectible. The identification of bad and doubtful
debts requires the use of judgement and estimates. Where
the actual result is different from the original estimate,
such difference will impact the carrying value of the trade
receivables and doubtful debt expenses in the reporting
period in which such estimate has been changed.

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the
provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
reporting period in which such determination is made.
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6.

Financial Risk Management
The Group's activities expose it to a variety of financial risks:

foreign currency risk, credit risk, liquidity risk and interest rate
risk. The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance.

(a)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the
respective subsidiaries. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

Credit risk

The carrying amount of the bank and cash balances, trade
and other receivables included in the consolidated statements
of financial position represents the Group’s maximum
exposure to credit risk in relation to the Group’s financial
assets.

The Group has certain exposure to credit risk as the
trade receivables from the five largest customers as at 31
December 2010 represented 62% (2009: 56%) of total
trade receivables, while 17% (2009: 16%) of the total trade
receivables were due from the largest single customer. It has
policies in place to ensure that sales are made to customers
with an appropriate credit history.

The credit risk on bank and cash balances is limited because
the counterparties are international and state-owned banks
with good reputation.
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6. Financial Risk Management (Continued) 6. MKEREE®
(c) Liquidity risk (0 RBELREME

70

(d)

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements
in the short and longer term.

The maturity analysis of the Group’s financial liabilities is as

follows:

AEBBRREHEERANEMRBDE
FER - UEREEETRE S FHiREN
AR EMRBSESFR -

AEESRBENZIHASFNAT -

Less than Between 1 Between 2 Over 5
1year and 2 years and 5 years years
LPRA—F —ZWME MELF iR A F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥Tr AR%®TR AR%¥TxR
At 31 December 2010 —E-FF
+=H=+—H
Trade payables B S5 15,472 - - -
Accruals and other payables FEETE A R H A FE AT
FRIE 9,645 - - _
Due to shareholders &S AR R IE 22 - - -
Borrowings EBE 22,378 - - -
Finance lease payables FEfT RS EIE 234 209 - -
At 31 December 2009 —EBERE
+=—HA=+—8H
Trade payables B 5N IR 14,645 - _ _
Accruals and other payables EETE A R EMmES
FIH 10,860 = - _
Due to a director Bt —R%EEHIE 958 - - -
Due to a related company FERRIE A T RIE 3,537 - - -
Due to shareholders &S AR R RN IE 17,913 - - -
Borrowings =Y 19,492 - - -
Finance lease payables FEfT R EHEFIE 217 234 209 =

Interest rate risk

The Group’s exposure to interest rate risk mainly arises
from its bank deposits, loan receivables, amounts due to
shareholders, short-term bank loans, borrowings from related
and unrelated parties and finance lease payables.

The Group's loan receivables, amounts due to shareholders,
borrowings from related and unrelated parties and finance
lease payables bear interests at fixed interest rates and
therefore are subject to fair value interest rate risk.
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6. Financial Risk Management (Continued)
(d) Interest rate risk (Continued)

(e)

(f)

The Group’s bank deposits and short-term bank loans bear
interests at variable rates varied with the then prevailing
market condition and expose the Group to cash flow interest
rate risk.

The Group currently does not have an interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arise.

At 31 December 2010, if interest rates at that date had been
100 basis points higher/lower with all other variables held
constant, consolidated profit after tax for the year would
have been RMB21,000 lower/higher (2009: RMB12,000
higher/lower), arising mainly as a result of higher/lower
interest expense on short-term bank loans net off with
interest income from bank deposits.

Categories of financial instruments at
31 December

BRMREREZ)

(d) FI=Ek#E)
AEEORTERREHRTERREY
B2 BRI B RS - HAEE
BB RRERER o

A R A R R H RN - BE B
SERFERR R EEEEFEHEA
IR EM -

RZE—ZEF+-_A=+—8 ' WKZA
ZHR EF R B100 B E 2 (BB H
FHERTE)  AIRFEELRE FIEB
b AN AN REE21,0007T( Z BT NE ¢
20, mA ARE12,0007T) » IEEHP
RERITERZF B IRITERA
BUAEI,SRADETER ©

(e) R+-—BA=+—HWEemITAES%E

2010 2009
—-%f

—ETNEF
RMB’'000
ARBT T

RMB’000
AR®T

Financial assets: TRMEE:
Loans and receivables (including cash and &z K fi& Ue 038
cash equivalents) (BREBESRESSED) 75,352 57,956
Financial liabilities: A E:
Financial liabilities at amortised cost HHERAARNSRBE 46,987 66,751

Fair values

The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated statements
of financial position approximate their respective fair values.

7. Revenue
The Group's revenue represents trading of nonwoven fabric

products used in automotive interior decoration parts and

infrastructure.

) »¥E
AR B IS AR AR FT [ BR B AN 5% (3] 1O 2 R
BERGRAGBNREEREESANAF
[EREE=

A

REBWAE RN TE A MEZNESME
mHE 5
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8. Other Income 8. HlA

2010 2009
—=E—-ZF —ZETNEF

RMB’000 RMB’000
ARMT T ARBETT

Interest income FEMKA 25 9
Gain on disposals of property, HEMZE - WE REE 2

plant and equipment - 27

Government grants (Note) EYSEEEACT D) 3,943 -

Technical support income Bz m A 3,000 -

Others HAth 212 39

7,180 75

Note: Government grants mainly represent reward of BiaE : BRAFHBIE TS A RETH R B 12

RMB3,000,000 from New District Administrative Committee ZEeRmARQATNKIN ETATE T 2 525

of Wuxi Municipal Peoples’ Government for successful & AR¥3,000,0007T * AERRBEFER

listing of the Company and compensation of RMB900,000 TIRZRFTIS F(E AR #5900,0007T ° 5

for the purpose of land restoration in previous year. They B0 R i R B BT E 2 B
were determined at the sole discretion of the relevant PRC E ©

government authorities.

9. Segment Information 9. oEER
The directors consider that the Group operates in a single BRI AFEF 2SR B R REFHEE BRNS
operating segment as the revenue and profit are derived from the BREMENEENENMER At EER5
sales of nonwoven fabric products used in automotive interior REBELESE —KEHE - LI NEERE
decoration parts and infrastructure to the customers in the PRC. In RIERBEEHURTRR - MUESHRDEHD
addition, all the Group’s non-current assets are principally located T o

in the PRC. Accordingly, no segmental analysis is presented.

Revenue from major customers: FEXFEHUWRA :

Revenue from major customers, each of them amounted to 10% FERFARA(ZEARER KA R 10% KA
or more of the Group’s revenue, are set out below: B)&EsT

2010 2009
—E-EF —ZEThEF
RMB’'000 RMB’'000
AR¥T T AR®ET T
Customer A ZEA 21,021 15,449
Customer B =B 19,914 9,400
Customer C BPEC 13,281 17,325
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10. Finance Costs 10. BAE A
2010 2009
—E-EF —ZETNEF
RMB’000 RMB'000
AR¥TT ARBETTT
Interest expenses on Group's borrowings REBEEZROFEER
— Short-term bank loans —IRITREHER 1,227 1,039
— Borrowings from related parties wholly —R B R BN B NBE
repayable within five years BB - 689
- Borrowings from unrelated parties wholly — —R B IERIE 5 BN A FNBH
repayable within five years B IR B E K 8 72
1,235 1,800
Finance leases charges MEREEA 43 8
Net foreign exchange loss SNE B 1R FEE 421 1
1,699 1,809
11. Income Tax Expense 1. FriSBiBIx
2010 2009
—E2-BF —TThF
RMB’000 RMB'000
AR¥TT ARBETTT
Current tax BIEABE 18
Provision for PRC enterprise income tax R ERTSH
("EIT") ([HREIRZFTISE ) B 3,581 2,120
Withholding tax for dividend from EA—HEMEB QRN ESEN
a subsidiary 770 -
Deferred tax EFERLE
Origination and reversal of EERERNEREER
temporary difference (368) (44)
3,983 2,076
Pursuant to the rules and regulations of the Cayman Islands and REREHSNRABEARNEESR  AEER
British Virgin Islands (“BVI”), the Group is not subject to any HERSREBHBRESBBAMMIMAME
income tax in the Cayman Islands and BVI. T o
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BHE

—FE A= AL

11. Income Tax Expense (Continued)

74

No provision for Hong Kong Profits Tax is required since the Group
has no assessable profit in Hong Kong during the year (2009: nil).

PRC EIT is calculated at the applicable rates based on estimated
taxable income earned by the PRC subsidiary of the Group with
certain tax preference, based on existing legislation, interpretation
and practice in respect thereof.

Pursuant to the enterprise income tax rules and regulations of the
PRC, the applicable PRC EIT rate of the Group’s PRC subsidiary is
25%.

Joystar (Wuxi) Automotive Interior Decoration Co., Ltd. (“Joystar
Wuxi”), being a foreign investment enterprise engaged in
manufacturing activities in an advanced and new technology
district, is entitled to an exemption from EIT for two years starting
from its first profit-making year, followed by a 50% tax relief for
the following three years. Joystar Wuxi was entitled to and enjoyed
the first exemption year in 2006 and a 50% tax relief for the three
years ended 31 December 2010. Therefore, the applicable income
tax rate of Joystar Wuxi for the years ended 31 December 2010
and 2009 is 12.5%.

Tax charge on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the countries in which the Group
operates, based on existing legislations, interpretations and
practices in respect thereof.
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11. Income Tax Expense (Continued) 11.
The reconciliation between the income tax expense and the
product of profit before tax multipled by the PRC enterprise
income tax rate is as follows:

88 2
P15 754 5 S BB B AT RIS LA PR B0 2 P BRY
R EFEHMUENT

2010 2009

—EB-2F —ZETNF

RMB’000 RMB’'000

AR®T T ARBEFIT

Profit before tax B 5 Al A 18,480 14,160
Tax at the PRC enterprise income tax rate of 3R B TSR R 25%+E

25% (2009: 25%) HFHBE(ZEZNF  25%) 4,620 3,540

Tax effect of expenses that are not deductible 7~ B] H1)& B 2 0 7 7% o 22 1,507 322

Tax effect of income that are not taxable NERBUW AR TS 72 18 -

PRC dividend withholding tax AR AR S FE OB 531 56

Tax effect of tax preferential period HRIEEENHRE S E (3,553) (2,042)

Effect of different tax rates of subsidiaries BRI TR RN E 860 200

Income tax expense FriS i > 3,983 2,076

Under the New Tax Law, from 1 January 2008, non-resident
enterprises without an establishment or place of business in the
PRC or which have an establishment or place of business in the
PRC but whose relevant income is not effectively connected with
the establishment or a place of business in the PRC, will be subject
to withholding tax at the rate of 10% (unless reduced by treaty)
on various types of passive income such as dividends derived from
sources within the PRC.

According to the notice Caishui 2008 No. 1 released by the
Ministry of Finance and the State Administration of Taxation,
distributions of the pre-2008 retained profits of a foreign-invested
enterprise to a foreign investor in 2008 or after are exempt from
corporate income tax. Accordingly, the retained profits as at 31
December 2007 in the Group’s PRC Subsidiaries will not be subject
to 10% withholding tax on future distributions.

REFHE  B_FTT/N\F—A—BE  RPE
BRRR MBS B SHEE NP BIRR
AR SR B EAR R A B E R AR B3R
NFTREEREEMTHBEERBREZIFERE
% - BARSERE WA IR BR A 2 ik
BIIR10% B R (R IR B U5 E R S ) S Ta
Rt ©

ARIE A TR B % B 2R A 765 f 3 M 2 B 35200858 155%
WA HNIRACEE ST\ Fl 2 BRINE
REEDKR_ZZT/\FRZREEM - R
REMBRTER - Bt - RBRIEDIRE - A
SEPEMBARNR _TELFE+-_A=+—H
Z R RNA BRE A 10% TR °
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11. FiEBiBEx(®)
UWHAREBHFANBARIMER -_EENE—
A— Bz BELEZ ST R RS - KEM
BEEHMNENR -R-2—TF+-_A=+—
B - BEAEBENFEMBAR 2 RDEREFZ
Bk = SE S ARE3,442,000T( ZEZENE A

11. Income Tax Expense (Continued)
The Group is liable to withholding tax on dividends distributed
from the Group’s PRC subsidiary in respect of its profits generated
on or after 1 January 2008. As at 31 December 2010, temporary
differences relating to the undistributed profits of the Group's
PRC subsidiary amounted to RMB3,442,000 (2009: RMB996,000).
Deferred tax liabilities have not been recognised in respect of the

tax that would be payable on the distribution of these retained
profits as the Company controls the dividend policy of these
foreign-invested enterprises and it has been determined that it
is probable that profits will not be distributed by these foreign-

invested enterprises in the foreseeable future.

12. Profit for the Year

12.

The Group's profit for the year is stated after charging/(crediting)

the following:

R#996,0007T) - AR AR RIZEFIZFINE R
BOECRERE  YERERARERKZE
MBI E B ERRE N B IRZ T m A - AL
IR L S PR B AT AT REFE (S 2 R TR RERR AR AT A
HAE-

FEER
AEERAFEEMEMG,(GEA) T%
17 :

2010
—-%f

2009
—ETNEF
RMB’000
ARET T

RMB’000
ARBT T

Depreciation of property, Y - HE KEETTE Q)
plant and equipment (a) 3,153 2,570
Directors’ emoluments B2
— As directors —==% 623 -
— For management —EREEE 318 179
941 179
Listing expenses X 6,723 2,290
Less: Government grant (e) B BB € (e) (6,400 =
323 2,290
Loss on disposals of property, HEME - BERZE2EE
plant and equipment 315 =
Inventories written off FEME 175 328
Operating lease charges in respect of rented AR EZEVNEEHEERH(b)
premises (b) 421 322
Research and development expenditure (c) RS (o) 8,256 580
Auditor’s remuneration 1% 25 Bl 357 527 26
Cost of inventories sold BEFERA 93,731 60,239
Staff costs including directors’ emoluments (d) 8 TN (&35 E =5 8 ) (d)
Salaries, bonus and allowances e - B ROERL 8,686 5,348
Retirement benefits scheme contributions RIREAFT B R 1,940 2,105
10,626 7,453
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FE®N#)
(a) FAAEACETRERANSENBA

12. Profit for the Year (continued)
(@) The amount included in cost of inventories sold for the

12.

year amounted to approximately RMB2,385,000 (2009:
RMB1,847,000).

R#2385000Tc(ZTFLFE : ARK
1,847,0007T) °

(b) The amount included in cost of inventories sold for the (b)) FAARBEEFEERANSEHLY A A
year amounted to approximately RMB276,000 (2009: R#276,000t(ZZEZNF : AR
RMB317,000). 317,0007T) °

(¢ The amount included in cost of inventories sold for the () FAARABEEFEERANSEHLN A A
year amounted to approximately RMB8,191,000 (2009: R#8,191,000 C(—ZTThF : ARK
RMB580,000). 580,0007T,) ©

(d)  The amount included in cost of inventories sold for the d) FAARBEEFEERANSEHLY A A
year amounted to approximately RMB5,882,000 (2009: R#5882,000C(—TThE : ARK
RMB4,698,000). 4,698,0007T) °

(e) Government grant represents reward from Wuxi New (e) BUNMBIETIIERBES TR EHE
District Jiangxi Subdistrict Office for successful listing of the WERAEAARRBKI) EHimET 2 2@ o
Company.

13. Directors’ and Employees’ Emoluments 13. EEREEFHMH

The emoluments of each director were as follows: BEEZHMIT ¢

Retirement
benefit
Salaries and scheme
allowances contributions Total
BIRER
e FeRkE FHEIHR &%
RMB’000 RMB’000 RMB’000 RMB’000
AR% TR AR TR AR%ET AR% TR
Name of director EEgR
Executive directors HITEZE
Zhuang Yuejin iR 191 120 37 348
Pak Ping =5 77 - 2 79
Wong Hsiao Hung =T 179 - 2 181
Chen Xianping B 78 77 120 37 234
Ruan Bixia e 51 - - 51
Independent non-executive BUHHTEE
directors
Law Tze Lun ETH 22 - - 22
Tang Yanfei R 13 - - 13
Feng Xueben HE AR 13 - - 13
Total for 2010 “T-THEEH 623 240 78 941
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13. Directors’ and Employees’ Emoluments

(Continued)

13. EEREEHFM =)

Retirement
benefit
Salaries and scheme
Fees allowances  contributions Total

RIKAE
e  HeRkmi AT Bt
RMB'000 RMB’000 RMB’000 RMB'000
ARBTT ARETT ARE®TT ARETR

Name of director EEpE

Executive directors HITEE

Zhuang Yuejin R - 72 24 96
Pak Ping B¥ = = = =
Wong Hsiao Hung NI - - - -
Chen Xianping fR 78 - 60 23 83
Ruan Bixia e - - - -
Independent non-executive BUIHTEF

directors

Law Tze Lun #THE = = = =
Tang Yanfei BRI = = = =
Feng Xueben BB = = = =
Total for 2009 —ZTNEEG - 132 47 179

BT TF—f—HE_ZT—ZFNA+H
H - ARARITESE/ M ZTEREFAREE
& AR¥434,000c(ZZZFNF : TEA) - B
i EEI  BEEERAFEANRERRE
AL 2 28k

From 1 January 2010 to 15 September 2010, Ms. Wong Hsiao
Hung, an executive director of the Company, has agreed to waive
her emolument of RMB 434,000 (2009: not applicable). Save as
disclosed above, there was no arrangement under which a director
waived or agreed to waive any emoluments during the year.
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13. Directors’ and Employees’ Emoluments 13.

(Continued)

The five highest paid individuals in the Group during the year
included 3 (2009: 2) directors whose emoluments are reflected in
the analysis presented above. The emoluments of the remaining 2
(2009: 3) individuals are set out below:

EERESFM @)

AEENAFEANRUKRSHFMAL(BE=5
E5)(ZTTNF  mA)NMEFBERRN L
X2 - SR TITRMERSFHMAL(ZF
TNE  ZR)WFMT ¢

2010 2009
—g-%F  —TTAF

RMB’000 RMB’000
ARBT R ARETIT

Basic salaries and allowances HAFr ¢ K&oZaL
Retirement benefit scheme contributions RRTEFFT B R

624 159
40 62
664 221

The emoluments fell within the following band:

e FATERA

Number of individuals
ATEE

2010 2009
—B-%8F  —BBhF

Nil to RMB1,000,000 Tz AR#1,000,0007T

During the year, no emoluments were paid by the Group to any
of the directors or the highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss of
office.

RAEER - NEEE R IR ES KRS H
AEXNBE - (ERREIMAREE A RE)
AREBIRENER) - HIERREBAHE -
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14. Retirement Benefit Schemes

15.

16.

17.

80

The Group operates a mandatory provident fund scheme (the
“MPF Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in Hong Kong.
The Group’s contributions to the MPF Scheme are calculated at 5%
of the salaries and wages subject to a monthly maximum amount
of contribution of HK$1,000 per employee and vest fully with
employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiary established in the PRC
are members of a central pension scheme operated by the local
municipal government. This subsidiary is required to contribute
certain percentage of the employees’ basic salaries and wages to
the central pension scheme to fund the retirement benefits. The
local municipal government undertakes to assume the retirement
benefits obligations of all existing and future retired employees
of this subsidiary. The only obligation of this subsidiary with
respect to the central pension scheme is to meet the required
contributions under the scheme.

Profit for the Year Attributable to Owners of
the Company

The profit for the year attributable to owners of the Company
included a loss of approximately RMB8,715,000 (2009: nil) which
has been dealt with in the financial statements of the Company.

Dividends
No dividends have been declared or paid by the Company during
the year (2009: Nil).

Earnings Per Share

The calculation of basic earnings per share attributable to owners
of the Company is based on the profit for the year attributable to
owners of the Company of approximately RMB 14,497,000 (2009:
RMB12,084,000) and the weighted average number of ordinary
shares of 162,876,712 (2009: 150,000,000) in issue during the
year, as adjusted to reflect the share issue on the Listing Date
during the year.

No diluted earnings per share are presented as the Company did

not have any dilutive potential ordinary shares during the two
years ended 31 December 2010.
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IR E
ARARRAFEABEE RIS HEMBRE (=
TTNEF  E|E) o

BREF
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18. Property, Plant and Equipment 18. M1 - BREREE
Group
A48

Furniture,
Plant and fixtures, Leasehold  Construction

Buildings machinery Motor vehicles  equipment improvements  in progress Total

BT  HEREH RE R 2ERRE BENELE ERIR it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR  ARETRT  ARETR  ARETRT  ARBTR  ARETR

Cost A
At 1 January 2009 RZEENE-A-H 9,640 20,629 778 537 856 - 32,440
Additions NE - 6,657 1,078 Il 692 - 8,498
Disposals e - (32) - - - - 32)
At 31 December 2009 and 1 January 2010 N=FFh4E+-F=+-A

kZF-%5-A-H 9,640 27,254 1,856 608 1,548 - 40,906
Additions AE - 1,523 461 241 210 3,568 6,063
Transfer from construction in progress ~ ERIREA - 2,218 - - - 2,218) -
Reclassification EFipE] - (66) - 66 - - -
Disposals ik - (1,251) - - - - (1,51)
At 31 December 2010 RZE-FEFZR=1-H 9,640 29,678 2,317 915 1818 1,350 45,718
Accumulated depreciation ZitE
At 1 January 2009 RZFENE-A-H 1218 5374 m 293 631 - 7738
Charge for the year FEXH 321 1,805 120 93 bE] - 2,570
Disposals it - (10) - - - - (10)
At 31 December 2009 and 1 January 2010 R=FFHE+-F=1-A

k=%-%%4-8-A 1,539 7,169 342 386 862 - 10,298
Charge for the year EEXH 322 2,320 247 125 139 - 3,153
Reclassification EFipaEd = (1) = 1 - - -
Disposals e - (571) - - - - (571)
At 31 December 2010 R=F-ZF+-f=1-H 1,861 8917 589 512 1,001 - 12,880
Carrying amount REE
At 31 December 2010 RZE-SE+ZA=1-H 7,179 20,761 1,728 403 817 1,350 32,838
At 31 December 2009 RZZBENETZA=1-A 8,101 20,085 1,514 222 686 - 30,608
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18.

19.

20.

82

BE-F—TE A= —ALEE

Property, Plant and Equipment (Continued)
At 31 December 2010 the carrying amount of buildings of the
Group pledged as security for the Group’s bank loans amounted
to approximately RMB7,779,000 (2009: RMB8,101,000).

At 31 December 2010 the carrying amount of motor vehicles held
by the Group under finance leases amounted to approximately
RMB920,000 (2009: RMB1,055,000).

Prepaid Land Lease Payments

At 1 January n—HA—H
Amortisation provided during the year REE 7 B

At 31 December R+=—A=+—8
Current portion BREREL
Non-current portion FERNERED

18.

19.

M- RERRE®)
R-E—ZTF+-_A=+—H  AEBIKHERH
BHBARYET7,779,000(ZEZNFARE
8,101,0007T) KR FE R EIRITE R LR o

MN-T—FFE+-F=1+—08  XEERRHEH
EIE TR ERNRMELN AARE920,0007T
—ZT A E: ARE1,055,0007T) °

AT HEERE
Group
REE
2010
—2-%F%
RMB’000 RMB'000
AR¥T R ARBETTT
3,209 3,282
(73) (73)
3,136 3,209
(73) (73)
3,063 3,136

The Group's prepaid land lease payments represent payments for
land use rights outside Hong Kong under medium term leases.

At 31 December 2010 the carrying amount of prepaid land
lease payments pledged as security for the Group’s bank
loans amounted to approximately RMB3,136,000 (2009:
RMB3,209,000).

Loan Receivables

The loan receivables represent advances to individuals who are
independent third parties. The amounts due are unsecured,
interest-free and repayable in 2 to 5 years (2009: 2 to 5 years).

The loan receivables are neither past due nor impaired as at 31
December 2010 and 2009.
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21. Investments in Subsidiaries

Non-current assets ERBEE

Unlisted investments, at cost ELEMIKE - BKA
Current assets REEE

Due from subsidiaries & LB B A R RUA
Current liabilities REBAE

Due to subsidiaries FEAH BB A R FR0E

21.

REEARNRE

Company
AT
2010

—s-%f
RMB’000
ARMTF

17,553

2009
—ETNF
RMB’000
ARET T

32,605

6,275

The amounts due from/to subsidiaries are unsecured, interest-free
and have no fixed terms of repayment.

FEU, S H B AR RIE T R EEA

EEER -

28 NE
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21. Investments in Subsidiaries (continued)

Particulars of the subsidiaries as at 31 December 2010 are as

follows:

Joystar (BVI) Automotive Interior
Decoration Limited

Joystar (BVI) Auto Inter-parts
Limited

Joystar International Investment
Limited
BEBBRIRERRAR

Joystar Wuxi
[=F=%:37)

Joystar China Investment Limited
RERBEKREFRAA

Place of
incorporation/
registration
and operation

R AR ST, B

Issued and
paid up
capital
ERTR

R R BERA

BVI US$1
EEAERRHS 17T
BVI US$1
EEAERRHS 17T
Hong Kong 1,170,177
EFB of ordinary shares
of HK$1 each

1,170,1778%

BREE1ST

AR

PRC Registered
3l capital of
Us$7,477,172

& A

7,477,172 7T

Hong Kong 1 share of
B HK$1 each
BREE1BT

791 B AR A7

21.

R BATNRE &)
N-T—TE+=-A=1—H  SENBLTH
HEHIT

Percentage of ownership interest/

voting power/profit sharing

RE#E

wEHNDEHE D

Direct
HE

ek
2010
—E-=F
Direct Indirect
HiE BiE:3
100% -
100% -

- 100%

- 100%

- 100%

100%

Principal activities

EFEXEK

Indirect

R

— Investment holding

REER

—  Investment holding
BB
100% Investment holding

REER

100%  Manufacturing and
trading of nonwoven
fabric products used
in automotive interior
decoration parts and
infrastructure

SUE R SHE AN T E A
M REZNEHE SR

— Dormant
B

Joystar Wuxi is a wholly-owned foreign

the PRC.

enterprise established in
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

22. Inventories

23.

Raw materials
Work in progress
Finished goods

JRHF
HEHm
LR am

22. #&

Group

rEE
2010 2009
—E2-2F —ETNF
RMB’000 RMB’000
AR¥TRT AR¥EFTT
5,105 2,983
795 761
4,037 2,500
9,937 6,244

Trade Receivables

The Group’s trading terms with customers are mainly on

credit. The credit terms generally ranging from 30 to 120 days
(2009: ranging from 30 days to 90 days), depending on the
creditworthiness of customers and the existing relationship with

the Group. The Group seeks to maintain strict control over its

outstanding receivables. Overdue balances are reviewed regularly

by senior management. Trade receivables are non-interest bearing.

The aging analysis of trade receivables, based on the invoice date,

and net of allowance, is as follows:

23. EZ WA
AEEREFPNESRRIEREER - RETP

EESRRIREASERREHE  EEHBN
T30 120B(=ZEFNEF : NT30F0H) - &

SEBNBEEIEAN 2 BUHIE - BARMZ
EHmERREEEEHEN - EHREIARR

BFA °

REEZRAH - 85 REFRNKRER DT (&N
BRI

rE
2010 2009
—EB-2F —ZEENF
RMB’000 RMB’000
ARBT T ARBFT
0 to 90 days 0%90H 46,525 31,432
91 to 180 days 91£180H 5,462 3,031
181 to 365 days 181&365H 681 1,022
Over 365 days iHBi@365H 338 175
53,006 35,660
As at 31 December 2010, approximately RMB6,401,000 (2009: RZZB—FFE+_A=+—H - BESERKFIEL

Nil) of trade receivables were pledged to a bank to secure short-

term bank loans as set out in note 29 to the financial statements.

AE#6,401,0007C( —EZNF : 8)B FIRTT
EIREARHETER (NIRRT E29)

ZHER -
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For the year ended 31 December 2010

BE-F—TE A= —ALEE

23.

24.

86

Trade Receivables (Continued)

As at 31 December 2010, an allowance was made for estimated
irrecoverable trade receivables of approximately RMB256,000
(2009: RMB256,000). The impaired trade receivables related to
customers that were in financial difficulties and management
assessed that the receivables were not recoverable. The Group
does not hold any collateral over these balances.

As at 31 December 2010, trade receivables of approximately
RMB11,359,000 (2009: RMB5,813,000) were past due but not
impaired. These relate to a number of independent customers for
whom there is no recent history of default. The aging analysis of
these trade receivables is as follows:

EEHI0E90H

0 to 90 days past due

91 to 180 days past due
181 to 365 days past due
Over 365 days past due

BB HEB365H

23. EZEWFEIE &)

R-T—ZTFE+-A=+—8  EtHE~A
I 5] & 5 e W4 AR 256,000 0 ( ZEF N1
F . AR#256,0007T) (E B R - B ERIRE
MEUGRESEE RN BRENTEER - SR
AR SRR T AT AR E - 2N EIRE T
ERZ SR RIS o

R_ZE—ZTF+=-_A=+—8 EZEKZHE
HAR®E11,359,000c(ZEZTNF : AR
5,813,0007T) A EREARIRE  ZERIE S KA
Tt H B R DR B BE - 258 5 MR
BHBRERDTAT

E#HEA91HE180H
#1181 E365H

2010 2009
—g-%5  —TThF
RMB’000 RMB’000
ARBFLE  ARETI
10,295 4,523
365 702

361 553

338 35
11,359 5,813

The carrying amounts of the Group’s trade receivables are
denominated in Renminbi.

Prepayments, Deposits and Other Receivables

Advances to suppliers I L P P A 50
Refundable trade deposits ARERNE SRS
Prepayments T IR

Others Hth

AEBENE S ERFRZREETAARE

24. ANFHE - B RAEMERKIR

2010 2009
—g-%F  —TEIhAF
RMB’000 RMB’000
AR®TE  ARKTR
2,017 189
11,000 =
410 811

3,391 284
16,818 1,284

None of the above assets is either past due or impaired. The
financial assets included in the above balances relate to receivables
for which there was no recent history of default.
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For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

25. Due from a Director
Amount due from a director disclosed pursuant to section 161B of
the Hong Kong Companies Ordinance is as follow:

Terms of loan

Mr. Chen Xian Ping
PREAT e &

Unsecured, repayable on demand and
interest-free

BT MBREERRE

—E-%F+=7
=t+—Hz&H

25. Bl —RESERAE

IRAR A B R Al R PI 58 55 161 BRI R 00 JE I — 2

EEZFORMT

Group
TEE

Balance at

31 December

2010
20104

RMB’000
ARBTT

38

Balance at
LRELTETRY
2010

R-E—EF
—B—B &t

RMB’000
ARBTT

Maximum
amount
outstanding
during

the year

FEEAREE
REEH
RMB’000

ARBTT

38

26. Bank and Cash Balances
As at 31 December 2010, bank and cash balances are
denominated in the following currencies:

26. RITRREHELR

R-_ZT—ZTF+_F=+—8 BALRLEH

BT E®EHE

Renminbi AR #&
Hong Kong dollars BIT
United States dollars E
Euro BT

BT
AR

Hong Kong dollars
Renminbi

16,097 20,210
1,465 1,835
60 23
1,368 =
18,990 22,068
Company
NN
2010
—2-BE&  -TTHF
RMB’000 RMB’'000
ARBTT ARETIT
450 =
2 =
452 -

As at 31 December 2010, the bank balances of the Group
denominated in Renminbi amounted to approximately
RMB16,095,000 (2009: RMB1,835,000) were kept in banks in the
PRC. Conversion of RMB into foreign currencies is subject to the
PRC'’s Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations.

BIE—Z—ZF+-_A=+—8  ~xEENUA
REHELF RN P EBERNIRT ZBITEHS
45 ANR¥16,095000( — 2 hE : AR
1,835,000) o A ¥ 5 Mk SN /8 8 <F AR B SN i
BRI R AEE - EERNRINETIRRT
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27. Trade Payables

The aging analysis of trade payables, based on the invoice dates, is
as follows:

27. EFENARE
BERZAE  EIRMRENRERONOT :

Group

rEH
2010 2009
—E—ZF —ETNEF
RMB’000 RMB’000
ARBT T ARBETTT
0 to 90 days 0£90H 14,567 13,552
91 to 180 days 912 180H 291 974
181 to 365 days 1812365H 394 -
Over 365 days iHBi@365H 220 119
15,472 14,645

B ENFIEN—REEHRNT10HZ60R (=
TENFE : HF30F90AH) °

Trade payables generally have credit terms ranging from 10 days
to 60 days (2009: ranging from 30 days to 90 days).

B ESENRBHAARERE -

All trade payables are denominated in Renminbi.

28. Accruals and Other Payables 28. BB AR HMEMAKIE

Group

REME
2010 2009
—E-FF —ZEThF
RMB’000 RMB’000
AR®ET T AREET T
Advance from customers EEBK 273 738
Accruals of staff costs BT B TR A 3,003 2,905
Accruals of operating expenses FEET S A 4,760 2,872
VAT payables FE{T IS EFR 706 1,829
Others Eph 903 2,516
9,645 10,860
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For the year ended 31 December 2010

BE

28. Accruals and Other Payables (continued)

29. Borrowings

—FE A= AL

Accruals of operating expenses JEET =R

28. BT BAREMENE

RIE ()

Short-term bank loans, secured RAERTTER - BEH
Borrowings from unrelated parties, unsecured ZJERF:E 5 {3k - MK IR

The borrowings are repayable as follows: EEBERWOT :

On demand or within one year BB —FREE

20. l£&

Company
A
2010 2009
—g-%F “ETHEF
RMB’000 RMB’000
ARBTT ARETT
507 =
Group
M
2010 2009
—g-8%  -TTHF
RMB’000 RMB’000
ARBTT REFT
21,000 19,000
848 100
21,848 19,100
21,848 19,100

Short-term bank loans are arranged at floating rates and exposed
the Group to cash flow interest rate risk.

RBRITERR BN R EASASEEERR

%/}lb;ﬂ$ﬂﬁﬁi
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For the year ended 31 December 2010

29. Borrowings (Continued) 29.

90

BE-F—TE A= —ALEE

Borrowings from unrelated parties as at 31 December 2010 are
unsecured, interest-free and repayable on demand.

Borrowings from unrelated parties as at 31 December 2009 are
arranged at fixed interest rate, thus exposing the Group to fair
value interest rate risk.

The carrying amounts of all the Group’s borrowings are
denominated in Renminbi.

The average effective borrowing rates as at 31 December are as
follows:

Short-term bank loans, secured RESRTER - BEM

Borrowings from unrelated parties, unsecured 3JERG:E H{E R - K

B8
R-Z—2F+-F=+—H  REKWETH
ERTYIEIR - B RIRERMIE -

R-EZNF+-_A=+—8  REFFEETH

AEEMRBEENREEGAAREHE -

R+ ZA=+— B8 FHER & X0
N

5.11% 5.88%

N/A T8 5.16%

Short-term bank loans are secured by charges over the Group's
buildings, prepaid land lease payments and trade receivables.
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For the year ended 31 December 2010
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30. BNRERERNE

30. Finance Lease Payables

Group
KM

Present value of

Minimum lease minimum lease

payments payments
BRIEFAENR RIEFERERE
2010 2009 2010 2009
—E-2F —EZTHhF ZEB-BF IZThF
RMB’000 RMB’'000 RMB’000 RMB’'000
AR¥TRT ARETT AR%¥TR AR®BTrx
Within one year —FNRN 260 260 234 217
In the second to fifth years, FE_FERF
inclusive (BHEEREMF) 216 476 209 443
476 736 443 660
N/A N/A
Less: Future finance charges B RREE Y (33) (76) TiE A i B
Present value of lease obligations A& &IEHIRE 443 660 443 660

Less: Amount due for settlement 3§ : JRBIEEIE FFRFIER
within 12 months (shown 1218 A AEER /I8
under current liabilities) (234) (217)

Amount due for settlement after 5 121E A& E&E MR 1E
12 months 209 443

AEERERE  ABERENHAEEETY

It is the Group’s policy to lease certain of its property, plant and

equipment under finance leases. At 31 December 2010, the
average effective borrowing rate was 7.6% (2009: 7.6%), with
remaining lease term of 1.83 years (2009: 2.83 years). Interest
rates are fixed at the contract dates and thus expose the Group
to fair value interest rate risk. All leases are on a fixed repayment
basis and no arrangements have been entered into for contingent
rental payments.

All finance lease payables are denominated in Renminbi.
The Group's finance lease payables are secured by the lessor’s title

to the leased assets and personal guarantee executed by a director
and shareholder of the Company, and a director of Joystar Wuxi.

¥ BMERREB R-T—ZTE+_A=+—
H: FHEEREBEMNEXARET6%(ZZZNF
76%) Mg FHEHRA183F(ZZEZT N
& :2.83%F) - ARFERTNHEKLEEE -
AASEEEEAFENERRR - MBEHEEHE
ElE EEF AR ER K AESEL T o

AN RBERERBEHAARKEE
AEENENREREFREAEEEENHE

AFERBEAER(BARBZEERRRIAK
REEG —REERENERER -
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31. Deferred Tax 31. EEHRIE
Group REE
The following are the major deferred tax liabilities and assets AEFERZNEBRTEBBEREENHEKNED)
recognised by the Group. T
Withholding
Amortisation tax on
Pre- of prepaid Decelerated undistributed
operating  Prepayment land lease tax profits of PRC
expenses expenses payments depreciation subsidiary
At
B DEZ
ALt &7 B A
ReEmER BAAEA 2 HERE RERERE  HEOHR &&t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTT ARETT ARETT ARETT ARETT
At 1 January 2009 R-EEhF—F—R 12 19 27 476 (192) 342
Credit/(charge) to profit or loss A G FEER
for the year (note 11) (BFEE11) (12) (19) 4 127 (56) 44
Exchange differences ERER - - - - 1 1
At 31 December 2009 and RZZZNF+ZA
1 January 2010 =+—HBARk=F—F
F—A—H - - 31 603 (247) 387
Credit to profit or loss SPAFEER
for the year (note 11) (Ht3E11) - - 4 125 239 368
Exchange differences FEHZESE - - = = 8 8
At 31 December 2010 R-Z-—ZTE+"H
== = = 35 728 - 763
The following is the analysis of the deferred tax balances (after LA BB SRR g 2 BT IB 4 54 (8
offset) for statement of financial position purposes: &) ZDH -
Group
rEE
2010 2009
—E—ZF —ETNEF
RMB’000 RMB’'000
ARET T ARBT T
Deferred tax assets RIEFHIBE 763 634
Deferred tax liabilities BB ARG - (247)
763 387
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32. Share Capital

Authorised: ETE
Ordinary shares of HK$0.1 each FREE. BT ER
On incorporation and at RaEMRIERR-_STHE
31 December 2009 and +T-A=+—-HkK
1 January 2010 R-ZE-ZF—-HJ—H
Increase in authorised BINETE SRR

ordinary shares

At 31 December 2010 RZZ—ZF
+=A=+—-H
Issued and fully paid: BETRER :
Ordinary shares of HK$0.1 FREEIAT
(2009: HK$0.1) each (ZZZNF : 0.18TT)
okl
On incorporation and at R IRRR=STNE
31 December 2009 and +-A=+—Hk
at 1 January 2010 RZZE—ZTF—f—H
Share swap B E#
Capitalisation issue EREAT

Issue of shares by way of placing BEREEFANETHRG

At 31 December 2010 NZE

M
“|M
_‘tg

ﬁ
Jn

(@)

(©

(b)
(d)
(e)

32. &K

Number of
Shares

R % E

Amount

x|
HK$'000
BT T

Amount
©8
RMB’000

ARETT

3,800,000 380 333
9,996,200,000 999,620 863,162
10,000,000,000 1,000,000 863,495
1 1 1

3,799,999 379 332
146,200,000 14,620 12,624
50,000,000 5,000 4,318
200,000,000 20,000 17,275

BTENMEEERA
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32. Share Capital (continued)

Notes:

94

(a)

The Group's objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern and to maximise
the return to the shareholders through the optimisation of the

The Company was incorporated on 9 December 2009 in the Cayman Islands
under the Companies Laws as an exempted company with limited liability,
with an authorised share capital of HK$380,000 divided into 3,800,000
shares of HK$0.1 each. On the same date, one share was allotted and issued

nil paid to the shareholder and transferred to Ms. Wong Hsiao Hung.

On 18 June 2010, pursuant to a share swap agreement entered into
among the Company, Joystar (BVI) Automotive Interior Decoration Limited,
Joystar International Investment Limited and all of the then shareholders
of Joystar International Investment Limited, Joystar (BVI) Automotive
Interior Decoration Limited acquired the entire issued share capital of
Joystar International Investment Limited from the then shareholders of
Joystar International Investment Limited comprising the same persons as
the shareholders of the Company immediately prior to the capitalisation
issue and the placing of shares, in consideration of (i) Joystar (BVI)
Automotive Interior Decoration Limited crediting as paid up the initial one
nil paid share of Joystar (BVI) Automotive Interior Decoration Limited; (ii)
the Company crediting as fully paid at par the initial one nil paid share
allotted in (a); (iii) the Company allotting and issuing 3,799,999 shares
to shareholders of Joystar International Investment Limited immediately

before such share swap.

On 13 September 2010, the authorised share capital of the Company was
increased from HK$380,000 to HK$1,000,000,000 by the creation of an

additional 9,996,200,000 shares of HK$0.10 each.

On 24 September 2010, conditional upon the crediting of the Company’s
share premium account as a result of the issue of placing shares pursuant
to the placing, the Directors are authorised to capitalise a sum of
HK$14,620,000 standing to the credit of the share premium account of
the Company by applying such sum towards the paying up in full at par a

total of 146,200,000 shares for allotment and issue.

In connection with the placing of shares of the Company, an aggregate of
50,000,000 new ordinary shares with HK$0.1 each were issued at a price
of HK$0.93 per share for a total cash consideration, before of issuance

costs, of HK$46,500,000.

debt and equity balance.

The Group reviews the capital structure frequently by considering
the cost of capital and the risks associated with each class of
capital. The Group will balance its overall capital structure through
the payment of dividends, new share issues and share buy-backs
as well as the issue of new debts, redemption of existing debts
or selling assets to reduce debts. No changes were made in the
objectives, policies or processes for managing capital in the years

ended 31 December 2010 and 2009.

The only externally imposed capital requirement is that for the
Group to maintain its listing on the Stock Exchange it has to
have a public float of at least 25% of the shares. The Group
receives a report from the share registrars weekly on substantial
share interests showing the non-public float and it demonstrates
continuing compliance with the 25% limit from the Listing Date. As

at

31 December 2010, 25% of the shares were in public hands.
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32. A ()
B EE

(a) ARER=_ZZNF+_ANBERSEHERE
RNRVEEMK L AERRER AR  EERAR
380,000/ 7T * % 43,800,0000% & i E{E0.1/8
TR - ABE @ —RABERMNECERETT
REWEERE TR AILL -

(b) RZZT—ZFA+/N\RB ' BIEARA - Joystar
(BVI) Automotive Interior Decoration Limited
BEBEBREEERAGIRGEBEBREERBRA
A A 2 BB AR AT S A AR (D B #2175k ¢ Joystar
(BVI) Automotive Interior Decoration Limited H
BEBEBRKEFRARERNREKERER
BIREBRAREIEBITRA - s 2BIREK
BBBARERARREZEARRRNERNL
BIRBROEENARRMBRRTERAL
i B (B (i) Joystar (BVI) Automotive Interior
Decoration Limited # Joystar (BVI) Automotive
Interior Decoration Limited & #1&Y 1R% A& 41 A&
ARG ABHE (VAR RH(a)E R RERN R
1R B IRD ARSI BERE ¢ (i) ZBEZRN B
gl - ARF MG EBERIEE R AR BARRE
2% [0 3%173,799,999% A% 15 ©

(0 RZZ-ZFNAA+Z=H  ARANEERAE
B H359,996,200,000 8% & i% I H £0.10/8 LK)
%1% F1380,000/8 L3 % 1,000,000,000/ 7T °

(d) R=T—ZTFNA=1+MAE ' BEREZRTRE
AP TA FFat ARR BIRIDRER - ESBERE
B AR ERRDREERT E AN LS 14,620,000
TC 0 WTEEEA Ll S REIARAERE R
4 4£146,200,0000& 1% 15 °

(e) BARARMEEMS © & 2£50,000,0000F /%
EEA0.18 TR E B0 LAFAR0.93 48 L&
gﬁé@iﬁﬁﬁgﬁ%,soo,ooo;‘%ﬁ(ﬂi?ﬂﬁéé%éﬁ

AEEEREARN B ESRENEBISEL LR
N BB B EAC BT AIAR A T & (6 ORI 3 a&x oA
e =

AEFEKEBBEBENKAN L EAGHENEE
Z RIS AN o AEE KBRS R
B BITHAR - R A MBI THIETS - fEE
RAEBBHHLEEENRDER - em-FEE
BERALRE NEE2-Z—ZFR-_ZTTNF
TZA=t—BLBEHER BERIEEER
BREEHR AR

NG B M 1 B AR B ST P TR AL A ME—SNER B AN
BARENRE  AEBARBELISBDHARE
f & - AEBEFRRKDBEERERER—7%
FERABATHEEERMOER ZRE - WEH
BLETHAKR —BEEST25%RHZBE - R
§—§¢+:ﬂz+—5v$%smﬁ%ﬁ%§
\/\\\ 250/0 ©
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33. Reserves
(a) Group
The amounts of the Group's reserves and movements
therein are presented in the consolidated statement of
comprehensive income and consolidated statement of

33. %
(a) ~EE
AEEFHEEELEZFHREE2HE K E
RREEERZERANZY -

changes in equity.

(b) Company

(b) ALFE

Retained
profits/
(accumulated
losses)

RE R
(RFTER)
RMB’000
ARET T

Foreign
currency
translation
reserve

Share
premium
account

Contributed

surplus Total

I A0 8 1B B
RMB’000

ARET T

BARER
RMB’000

ARMETTT

SR
RMB’000

AREET T

oy
RMB’000

ARMFT

At 1 January 2009,

R=Z==5H

31 December 2009, —BZTThEF
and 1 January 2010 +=ZA=+—8kK
—TTE—f—
= _ _ _ _ _
Reorganisation =4 = 17,219 = - 17,219
Issue of shares on B E AR D A AT
placement 32(e) 35,835 - - - 35,835
Capitalisation issue BT 32(d) (12,624) = = = (12,624)
Share issue expenses R F1TRI X (4,646) - = = (4,646)
Total comprehensive AEEEEBZEE
income for the year - - (516) (8,715) (9,231)
At 31 December 2010 R-ZT—TF+_H
=+—H 18,565 17,219 (516) (8,715) 26,553

(c) Nature and purpose of reserves (c) FEBEHEEREMW
(i) Share premium account () Rz ER
Under the Companies Law of the Cayman Islands, the BIERSEHERRE » AA2a 5%
funds in the share premium account of the Company BEANESAIHEIE FAR K
are distributable to the shareholders of the Company R EBREESIRMNIREBHE 0 K
provided that immediately following the date on which NEIENBENNBEEBBEFRE
the dividend is proposed to be distributed, the Company ERERET o
will be in a position to pay off its debts as they fall due
in the ordinary course of business.
Share premium represents premium arising from the &= EigiRBARN SRAEAEBEZE
BEATIR G RN R E AL E1T REC
ERMDBEITHRAREERNRE ©

issue of shares at a price in excess of their par value per
share and after deduction of capitalization issue and
issuance costs of Placing of Shares.
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33. Reserves (Continued)
(c) Nature and purpose of reserves (Continued)
(i) Merger reserve
The merger reserve of the Group arose as a result of
the Group reorganisation implemented in preparation
for the listing of the Company’s shares in 2010 and
represented the difference between the nominal value
of the aggregate share capital of the subsidiaries
acquired under the reorganisation scheme, over the
nominal value of the share capital of the Company issued
in exchange therefore.

(iii)  Contributed surplus
Contributed surplus of the Company represented
the difference between the net assets value of the
subsidiary acquired and the nominal value of the share
capital of the Company issued in exchange thereof
pursuant to the Reorganisation.

(iv) Statutory reserve
The statutory reserve, which is non-distributable, is
appropriated from the profit after taxation of the
Group’s PRC subsidiary under the applicable laws and
regulations in the PRC.

(v)  Foreign currency translation reserve
The foreign currency translation 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 policies set out in note 4(c)(iii) to the
financial statements.

34. Notes to the Consolidated Statement of Cash
Flows
Major non-cash transaction
During the year, due to shareholders of approximately
RMB5,261,000 (2009: RMB nil) was settled by issue of new
ordinary shares of 170,177 shares of HK$1 each in a subsidiary to
the respective shareholders.

35. Contingent Liabilities

As at 31 December 2010, the Group and the Company did not
have any significant contingent liabilities (2009: Nil).
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Notes to the Financial Statements (Continued)

PR AR MR (AR

For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

36. Capital Commitments
The Group's capital commitments at the end of the reporting

period are as follows:

36. EAAIE

RIMER - REBREAAEHIIT

2010 2009
—E-FF —TTHF
RMB’000 RMB’'000
AR®TR ARBFIT
Acquisition of prepaid land lease payments U B T8 A~ + 30 78 & TR I8
Contracted but not provided for EREEE S 13,347 13,347
Property, plant and equipment Y% - BERFE
Contracted but not provided for BRI 4B R BB
700 =
14,047 13,347
37. Lease Commitments 37. HE&AIE

At 31 December 2010 the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

—FR
F_EFLF(BREEMF)
BRRF

Within one year
In the second to fifth years inclusive
After five years

RoFT—TF+-A=+—R0  TUHHELd
BEETEMNSORRBEETA@ELT

Group

R EE
2010 2009
—E-2% —EFTNF
RMB’000 RMB’000
AR¥T R ARBFT
781 479
1,620 1,200
709 825
3,110 2,504

Operating lease payments represent rentals payable by the
Group for its warehouse, factory and office premises. Leases are
negotiated for a range from 1 to 7 years (2009: 2 to 8 years)
and rentals are fixed over the lease terms and do not include
contingent rentals.

RETHEAREAEERAE  THREHAE
EENOESE - BHERER/NTF—ELF(=F
ZNF —ENF)  MESKREEGRTIETE -
ETBEIAES -
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Notes to the Financial Statements (Continued)

PR AR MR (AR

For the year ended 31 December 2010
B2 —F—FFF+-F=+—HILFE

38. Related Party Transactions 38. BEARS
(@) In addition to those related party transactions and balances (@) BEBEHERAEM A RENZSEET
disclosed elsewhere in the financial statements, the Group RS REEGRIN - NG B AN G [ B H B 5
had the following transactions with its related parties during FHEIBUATRS :
the Year:

2010 2009
—g-%F  —TThF

RMB’000 RMB’000
ARBT R ARETIT

Sales of goods to a related company in which (& &5 T —RAATEER
a director and shareholder of the Company  BRER#EH 5 IR0 R A B
has controlling interest - 392

Purchases of goods from related companies BARBEE MR EEGIER

in which a director and shareholder ENBEEARRESED

of the Company has controlling interest - 521
Interest expenses on loans from shareholders B85 & 55 F &% - 689
Purchase of plant and machinery from BEARRIEERKRRES

related companies in which a director ERENEEAREER

and shareholder of the Company RS K =S

has controlling interest - 3,339
Sales of plant and machinery to related RARRESRBRRES

companies in which a director and R B A R HE

shareholder of the Company has R K 2s

controlling interest 375 -
Corporate guarantee provided by a H—RHEARRERE KRR

related company in which a director and HHIERERNRBEERDR

shareholder of the Company has BRI E RIS

controlling interest for short-term bank loan  AJQ BHEIR - 5,000

Personal guarantees provided by a director HARR—BEZIRBEK

and shareholder of the Company and lREEGH s —RES

a director of Joystar Wuxi for finance FEMBERERERE

lease payables 1R A HE R 443 660
Salary received by a shareholder —ZRREWF 96 =

Waiver of interest expenses on amount due  EAGENR — & IRERFIEH)
to a shareholder A B FX 131 -
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Notes to the Financial Statements (Continued)

PR AR MR (AR

For the year ended 31 December 2010
BR—FT—TFEf—A=+—HIFE

38. Related Party Transactions (Continued)
(@) (Continued)
In the opinion of the directors of the Company, the related
party transactions were carried out in the normal course of
business and the terms are mutually negotiated between the
Group and the respective related parties.

(b)  Amounts due to related companies, shareholders, and a
director were denominated in Renminbi, unsecured, interest-
free and repaid during the year.

39. Events after the Reporting Period
No significant events after reporting period of the Group are
required to be disclosed in the financial statements.

40. Approval of Financial Statements
The financial statements were approved and authorised for issue
by the Board of Directors on 18 March 2011.

38.

39.

40.

BELRS(#)

(@) (#&)
ANBEERS  BEEBEFTHRNA
LIBIBRRIT  RREAEEEEHE
FHEEBEME

M 3

(b) ENEELRR  RRER—BRERZFAT
IARMEGE - BER  RERERASF
EREE -

BEERSE
R BRI B I AR R R BN EA
£ -

it R Rk

MEBREN_Z——F=A+/\REEFSH
TR IR TS
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Summary of Financial Information

MIEEREE

The following is a summary of the published results and of the assets LA TN AZREEIR NI SAEHEERER Y O T8
and liabilities of the Group prepared on the bases set out in the note EEEENEGEHE :
below:

Year ended 31 December

BE+-A=+—HLEE

2008 2009 2010

—ET)N\F —ETNE —E-2F

RMB’'000 RMB’000 RMB’000

ARBFT ARBTT AR¥ET R

Revenue WA 66,852 87,363 123,090

Gross profit EH 15,632 27,058 29,316

Profit before tax ¥ 250 B A 5,414 14,160 18,480
Profit for the year attributable ZRAFEA A

to owners of the Company JE1R % 7 4,352 12,084 14,497
Basic earnings per share BREREZT

(RMB cents) (ARED) 2.9 8.1 8.9

As at 31 December

R+=—BA=+-—H
2008 2009 2010
—ZTT)N\F ZZENE —ZE-ZF
RMB'000 RMB’000 RMB’000
ARETT AREFTT ARETR
Non-current assets EREEE 28,555 34,558 36,782
Current assets MENEE 51,311 65,329 98,862
Current liabilities A E 60,723 68,155 49,085
Net assets FEE 18,951 31,042 86,350
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