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FINANCIAL HIGHLIGHTS
MR REE

2009 2008 2007 2006 2005
—EERE —TZ)N\F —ZTILF —FTETRF —TTRF
Profit/(loss) attributable 7~ B R R
to equity holders of BB AEWS
the company =R (BR)
(HK'000) (F&mT) (10,431) (89,720) 228,462 28,193 37,381
Earnings/(loss) per shareS B 2%,/ (E518)
(HK cents) (7&4h) (1.36) (11.75) 29.92 3.69 4.90
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2009 2008 2007 2006 2005
Z“EEAFE —TTN\F TTLF —TTRF _TTOF

Net current assets/ REEE (BRE) 170,296 287,911 330,182 47 575 28310
(liabilities) (HK$’000) FEE(FHET)

Net assets (HK$'000) &E&EFE(FET) 307,014 322,724 397,446 168,984 156,062
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Business review

Year 2009 was both fruitful and challenging for the
development of alternative energy businesses. The mounting
concerns on global warming and climate change have
led leaders from different countries to seek and promote
alternative energy as a solution. The Copenhagen Climate
Change Summit and Chinese government policies revision
at 2009 year end brought the alternative energy business to
the world’s front stage, which led to various opportunities and
challenges.

Hong Kong Energy (Holdings) Limited (“HKE” or “the
Company”, with its subsidiary companies, collectively,
“the Group”) riding on the positive business landscape for
alternative energy in China, has performed well in executing
our projects under development and positioning our future
growth in the year under review. The Group’s software
business, however, remained sluggish due to the continuous
stagnant Japanese economy.

HKE successfully disposed of its cellulosic ethanol pilot project
for a consideration of HK$23.10 million in May 2009 as part of
its business strategy realignment. Internal resources and focus
were redirected to wind farm project development. The equity
for the 100.5 megawatt (“MW”) Lunaobao wind farm in Hebei
Province was fully provided in July 2009 and development was
well underway with completion targeted for mid 2010, ahead
of the original schedule.

Following the joining of the Group’s new Executive Director
and Managing Director, Dr. Bruce Yung in August 2009,
HKE'’s ability to source new, high return wind farms has been
strengthened. In addition, a framework agreement was signed
with a reputable wind resources evaluation consulting firm,
Garrad Hassan Limited, from the United Kingdom (“UK”) to
further increase the Group’s technical assessment ability for
locating attractive wind farm projects in the People’s Republic
of China (“PRC”, or “China”). Memoranda of understanding
were signed with several provincial governments, such as
Kulun in Southeast Inner Mongolia and Kangping near
Shenyang city in Liaoning Province, to build up the Group’s
wind farm projects pipeline.

An important transaction occurred in November 2009 where
HKE signed an agreement to acquire from its parent company,
HKC (Holdings) Limited (“HKC”, with its subsidiary companies
“HKC Group”), 10% effective equity interest in a project
company holding the Danjinghe wind farm project in the Hebei
Province for a consideration of approximately RMB73.50
million (equivalent to HK$83.06 million). The transaction was
completed in December 2009 with shareholders’ unanimous
approval.
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CHAIRMAN’S STATEMENT
IFEHES

Business review (continued)

The Danjinghe project, located approximately 300 kilometres
(“km”) north of Beijing, and adjacent to our Lunaobao
project, has a 200 MW wind power generation capacity.
It is designated by the National Development and Reform
Commission (“NDRC”) of China as a wind farm showcase.
Phase 1 40.5 MW capacity was completed and under trial
run since January 2009, has generated 10 million kilowatt-
hour (“KWh") more than the original forecast of 75 million
KWh. The construction for Phase 2 and 3 was completed in
December 2009, which was ahead of schedule by 12 months.
The injection of such promising assets from the parent
company marked a significant step in transforming the Group
into HKC's alternative energy flagship.

Despite the loss, the Group’s cash position remains strong,
with cash and cash equivalents of 172.23 million. As of the
end of 2009, HKE had net asset of HK$307.01 million.

Prospects

The global economy stabilized in 2009 after stimulus
packages were rolled out by different countries in response to
the financial tsunami. However, the capital markets continue
to remain fragile and volatile. Despite the risk of withdrawal
of stimulus packages increases in 2010, alternative energy
development generally remains a key focus to the governments
in both the East and West.

China’s economic growth increases the demand for energy,
thus the risk of environmental pollution. Alternative energy
is a natural choice in tackling both the environmental issues
and the need for energy. The Chinese government is expected
to continue its full support to the development of alternative
energy, as demonstrated by the importance of alternative
energy in the Twelfth Five Years Plan covering 2011 to 2015.
The twelfth standing committee meeting of the eleventh
National People’s Congress (“NPC”) in PRC held on 26th
December 2009 passed a resolution to amend the Renewable
Energy Law 2005, further strengthening the full purchase of
alternative power generated and funding support to alternative
energy development, including research and smart grid
implementation. Such measures will greatly benefit HKE’s
alternative energy assets and future development.

Given this favourable market and operating environment, the
Group is confident that wind farm projects, such as Danjinghe
and Lunaobao, that start operation in 2010 can make a
good contribution. For 2010, HKE will continue to develop its
existing alternative energy projects on hand.

8 Hong Kong Energy (Holdings) Limited Annual Report 2009
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Prospects (continued)

The Group’s business vision is to become a trusted partner
in China’s alternative energy development. To increase
the size of HKE’s project pipeline, HKE will actively explore
opportunities for growth and will continue to evaluate potential
wind farm locations through the Group’s wind resources
consultant, Garrad Hassan Limited.

The transformation of HKE into HKC Group’s alternative
energy flagship will continue and feasibility studies will be
conducted. HKE will also seek strategic partnerships and
examine various funding avenues to strengthen the finance
position and capital base for future expansion and investment.

| am confident that the Group will enjoy a remarkable growth
in the years to come and will create substantial value for our
shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

FINANCIAL REVIEW

For the year ended 31st December 2009, the turnover
for Hong Kong Energy (Holdings) Limited (“HKE” or “the
Company”, with its subsidiary companies, collectively, the
“Group”) amounted to HK$10.61 million, a decrease of
24% from HK$13.88 million compared to the same period
in 2008. Gross profit for the year was HK$5.71 million, a
decrease of 29% from last year HK$7.99 million. The drop in
revenue and gross profit reflected primarily the slowdown in
the software business resulted from the continuous stagnant
market conditions in Japan. Although the Group’s alternative
energy business was making progress on its development, it
was still too early to have a meaningful income contribution.
HKE recorded a profit before tax of HK$2.65 million
compared to a loss before tax of HK$101.67 million in 2008.
Such improvement was mainly the result of a reduction of
impairment loss on goodwill and intangible assets related
to the software business. In addition, the Group recognized
a HK$7.62 million gain from the disposal of the cellulosic
ethanol pilot project in May 2009; and a HK$27.69 million fair
value gain from acquiring 10% effective equity interest in the
project company holding the Danjinghe wind farm project from
the parent company, HKC (Holdings) Limited (“HKC”, with
its subsidiary companies “HKC Group”) in December 20009.
Net loss after tax attributable to equity holders of the Group
reduced to HK$10.43 million for the year from a net loss of
HK$89.72 million in 2008.

For the year ended 31st December 2009, basic loss per share
was HK1.36 cents as compared to basic loss per share of
HK11.75 cents in 2008.

Liquidity and Financial Resources
As at 31st December 2009, the Group did not have any bank
borrowing as all repayments were made in 2008.

Convertible notes of principal amount RMB73.50 million
(equivalent to HK$83.06 million) were issued to HKC for the
acquisition of an effective 10% equity interest of the Danjinghe
wind farm project company. The notes were issued on 30th
December 2009 for a three-year period with zero-interest
coupon and a fixed conversion price of HK$1.1388 per
share. The notional loan amount of the convertible notes was
HK$76.01 million as at 31st December 2009 and details are
disclosed in Note 24.

10 Hong Kong Energy (Holdings) Limited Annual Report 2009
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FINANCIAL REVIEW (coNTINUED)

Liquidity and Financial Resources (continued)

The Group’s unrestricted cash and cash equivalents was
HK$172.23 million as at 31st December 2009 as compared to
HK$289.10 million in 2008. The decrease was mainly a result
of the equity injection of HK$110.01 million into the associated
company for the Lunaobao wind farm project in July 2009.
The Group estimated a total capital expenditure of HK$545.90
million for the alternative energy project in Inner Mongolia
as at 31st December 2009. Due to project delay, the original
contracts for these capital expenditures became ineffective.
New contract terms and conditions were made to allow the
Group controlling the incurring time. For future projects, the
Group will first rely on its internal sources and will actively
seek bank financing to fund its future capital expenditure
commitments. The Group’s parent company, HKC, will also
provide financial support whenever necessary.

The Group did not use financial instruments for financial
hedging purposes during the year under review.

Details of Charges in Group Assets
During the year under review, the Group did not have any
charges over the Group’s assets same as 2008.

Gearing Ratio

As at 31st December 2009, the Group maintained a net cash
position of HK$96.22 million as compared to HK$289.10
million in 2008. It represented the Group’s cash and cash
equivalents HK$172.23 million less the notion loan amount of
the convertible note HK$76.01 million.

Contingent Liabilities
The Group did not have any contingent liabilities as at 31st
December 2009 same as 2008.

BUSINESS REVIEW

During 2009, HKE made several important moves to transform
the Group into HKC Group’s alternative energy flagship. Fully
aware of the strong support given by the People’s Republic of
China (“PRC”, or “China”) government on alternative energy,
in particular wind and solar power, HKE refined the business
strategy and disposed the cellulosic ethanol pilot project in
May 2009. Resources and focus were redirected to wind
energy project development.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DM

BUSINESS REVIEW (coNTINUED)

The equity for the Lunaobao wind farm project was fully
injected and construction was well underway. The 100.5
megawatt (“MW”) wind farm is located in Lunaobao, Hebei
Province; adjacent to Danjinghe, where another promising
wind farm of the Group was being developed. HKE owns
30% of the joint venture with the rest of the stake held by
the wind division subsidiary of China Energy Conservation
Investment Corporation (collectively “CECIC”). The project
comprises 67 sets of 1,500 kilowatt (“KW”) PRC domestic
manufactured wind turbines and the total investment cost is
around RMB950.78 million. As at 31st December 2009, all
67 foundations had been completed and a total of 24 sets
wind turbine and towers had been installed. Other peripheral
and logistical infrastructure, such as the central control
room, staff quarter and substation were completed. Work
on power transmission and connection to the grid was in
progress. Remaining wind turbines installation and peripheral
construction are expected to be completed for trial run in mid
2010, well ahead of schedule and under budget.

A new Executive Director and Managing Director, Dr. Bruce
Yung, who has worked in the energy industry for more
than 20 years, joined HKE in August 2009. His joining has
strengthened the Group’s ability to source new, high return
wind farms and improved HKE's awareness to the investor
community. The Group’s technical wind resources evaluation
and micro-site setting capabilities were further enhanced
through the signing of a framework agreement with Garrad
Hassan Limited (“Garrad Hassan”), a highly reputable wind
power engineering consulting firm from the United Kingdom.
The firm has considerable experience in the PRC.

During the second half of 2009, the Group signed
memorandum of understanding (“MOU”) with and received
letter of support from several provincial governments, such as
Kulun in Inner Mongolia and Kangping in Liaoning Province, to
commence wind resource and feasibility studies for developing
wind farms. This will help increase the size of the Group’s wind
farm projects pipeline.

12 Hong Kong Energy (Holdings) Limited Annual Report 2009
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BUSINESS REVIEW (coNTINUED)

HKE entered into an agreement in November 2009 to acquire
from its parent company, HKC, 25% of HKE (Danjinghe)
Wind Power Limited, which holds 40% equity interest in
the project company developing the Danjinghe wind farm,
for a consideration of approximately HK$83.06 million. The
consideration represented a 25% discount to the fair value of
the wind farm given by an independent business appraiser
and a 36% premium to the net asset value of this asset
accounted for under HKC. The transaction was completed by
unanimous shareholders’ approval in the extraordinary general
meeting held on 30th December 2009. After the transaction,
HKE holds 10% effective equity interest in the project
company holding the Danjinghe wind farm project while the
remaining 30% and 60% rights are held by HKC and CECIC
respectively.

The Danjinghe project is located approximately 300 kilometres
(“km™) north of Beijing adjacent to Lunaobao in the Hebei
Province with total 200 MW wind power generating capacity.
The project is part of the 1,000MW national-scale wind
power project designated by National Development & Reform
Commission (“NDRC”) as a showcase for China. The wind
farm was developed in three phases where phase 1 consisted
54 units of 750 KW wind turbine, phase 2 consisted 100 units
of 800 KW wind turbine, and phase 3 consisted 53 units of
1,500 KW wind turbines all manufactured by PRC domestic
supplier.

Phase 1 construction of the Danjinghe project was completed
for trial run in January 2009 and commenced commissioning
in June 2009. Phase 2 and 3 construction was also completed
in December 2009, ahead of schedule by 12 months.
Both phases are currently waiting for trial run. The project
was completed under budget, with the Phase 1 operating
performance in 2009 exceeded the original forecast of 75
million kilowatt-hour (“Kwh”) by 10 million Kwh. The injection
of this promising wind asset from the parent company
represents a significant move for the Group to become HKC'’s
alternative energy flagship.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DM

OUTLOOK

China’s rapid economic development following the stabilization
of the world’s economy creates a strong demand for energy.
Alternative energy has been seen by the Chinese government
as the most promising source of energy in addition to fossil
fuels. Considerable attention has been given to the alternative
energy sector and favourable policies have been rolled out in
the past. This situation is expected to remain the same in the
foreseeable future as alternative energy was highly promoted in
the PRC Twelfth Five Years Plan for 2011 to 2015. Reflecting
the government’s commitment to alternative energy, a number
of amendments to China’s Renewable Energy Law were
proposed in the eleventh National People’s Congress (“NPC”)
in PRC held on 26th December 2009. These amendments
were designed to resolve the problems with grid connection for
wind power projects.

On the supply side, there is an indication of abundant wind
equipment suppliers. Although consolidation is expected to
come shortly, prices for wind equipment have come down, and
are expected to continue to decline. As a result, development
costs to HKE will also decline and should result in higher
return on equity.

Internally, HKE will take advantage of the current favourable
business environment and proceed with developing our wind
farm projects in a cautious and careful manner. Further to
signing the MOU and strategic development agreement with
the provisional government, the Group will engage Garrad
Hassan to conduct wind resources analysis, feasibility and
micro-site study for Kulun of Inner Mongolia and Kangping of
Liaoning. Kulun is southeast of Inner Mongolia, approximately
77 km northwest of Fuxin city in Liaoning Province. The
location is capable of accommodating three 49.5 MW wind
farms. Kangping is approximately 120 km north of Shenyang
city in Liaoning Province with an area over 300 square km.
This location can develop into a 250 MW wind farm. Both
locations are close to the transmission infrastructure and
areas of power demand, which will be ideal for establishing
wind farm. Apart from Kulun and Kangping, the Group is also
exploring other potential wind farm locations in the south-
western part of PRC.
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OUTLOOK (conTINUED)

The Group will also actively seek strategic partnerships with
the aim to strengthen HKE's capital base and to enhance the
Group’s competitive advantages for future growth. In addition,
HKE will explore plans and their feasibilities to further inject
other alternative energy assets from the HKC Group. This will
complete the transformation of HKE into HKC'’s alternative
energy flagship. Several alternative energy assets currently
belong to HKC Group that can be considered are listed below:

(@) Phase | Siziwang Qi of Inner Mongolia — a 49.5 MW wind
farm. This first phase of a potential 1,000 MW project
is 100% wholly owned by HKC Group. The wind farm is
currently under construction. Construction work for the
foundations, control room and substation was completed.
All 33 wind turbine units were hoisted in 2009 ready
for the final connection to the grid and trial run in early
2010.

(b) Mudanjiang and Muling of Heilongjiang — a 2 x 30 MW
wind farm. HKC Group owns majority stakes of 86%
and 86.68% in the two wind farms. The wind farms
commenced full operations in September 2007, and are
making steady revenue contributions to the HKC Group.

(c) Danjinghe of Hebei —a 200 MW wind farm. This wind
farm is a joint venture with CECIC. HKC Group owns
a 40% effective equity interest in which 10% held
indirectly via HKE and 30% held directly by HKC Group.
The first phase, consisting of 40.5 MW, commenced
commissioning in June 2009. Cost saving was achieved.
First commission data indicated that the performance in
2009 was better than originally forecasted. Construction
for the remaining 2 phases was completed end of 2009
ahead of original schedule by 12 months. Trial run and
commissioning was targeted mid 2010.

(d) Changma of Gansu — a 201 MW wind farm. This wind
farm is a joint venture with CECIC. HKC Group owns a
40% interest. Construction was completed end of 2009.
Trial run and commissioning was targeted mid 2010.

(e) Linyi of Shandong — a 25 MW waste-to-energy power
plant. The plant is a joint venture with CECIC. HKC
Group owns 40% interest. The plant commenced full
operations in September 2007, and is making steady
revenue contributions to the HKC Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENRE D

OUTLOOK (coNTINUED) RE @

Employees ==

As at the end of December 2009, the Group’s operations R-ZTENF+_AK ' AEBEREFB KB A7 KT
in Hong Kong and mainland China employed a total of 66 & #£66%EES - AEBNMUAOTERAREREREE T
employees. The Group had appointed technical consultants on  FfiTEERT - FRBEEFHIIRE TIEME - AXRE - KEE
contract terms for its alternative energy projects. All employees — #EE24E R ERETHILME °

are remunerated according to the nature of their jobs, their

individual performances, the Group’s overall performance, and

the prevailing marketing conditions.
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CORPORATE GOVERNANCE REPORT

TEERME

Corporate Governance Practices

The Company is committed to good corporate governance
principles and practices and its board of directors (the
“Directors” or the “Board”) recognizes that it is essential
to safeguard the interests of shareholders, customers and
employees and uphold accountability, transparency and
responsibility of the Company.

The Company has applied the principles and complied
with the code provisions (the “Code Provisions”) and
recommended best practices set out in the Code on Corporate
Governance Practices (the “CG Code”) contained in Appendix
14 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”)
during the year ended 31st December 2009, save for the
deviations with considered reasons stated in the following
relevant paragraphs.

Board of Directors

Board Composition

The Company has during the year ended 31st December
2009 maintained a balanced board. The Board currently
comprises seven Directors with three Executive Directors, one
Non-executive Director, and three Independent Non-executive
Directors. Each Director possesses expertise and experience
and provides checks and balances for safeguarding the
interests of the Group and the shareholders as a whole.
Biographical details of the Directors are set out in pages 28 to
31 of this Annual Report.

During the year, the Board at all times met the requirements
of the Listing Rules relating to the appointment of at least
three Independent Non-executive Directors with at least one
Independent Non-executive Director possessing appropriate
professional qualifications, or accounting or related financial
management expertise. The independence of the Independent
Non-executive Directors was assessed in accordance with
the applicable Listing Rules. Each of the Independent Non-
executive Directors has provided to the Company an annual
confirmation of independence pursuant to Rule 3.13 of the
Listing Rules. The Company considers that all of them to be
independent.
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CORPORATE GOVERNANCE REPORT

EEERRE

Board of Directors (continued)

Chairman and Chief Executive Officer

Under the Code Provision A.2.1., the roles of chairman
and chief executive officer (“CEQ”) should be separate
and performed by different individuals. Under the current
organization structure of the Company, the functions of CEO
are performed by the Chairman, Mr. Oei Kang, Eric, with
support from the Managing Director and the other Executive
Director. The Board considers that this structure will not
impair the balance of power and authority between the Board
and the management of the Company, and has been effective
in discharging its responsibilities satisfactorily and facilitating
the Company’s operation and business development. The
Board will review the structure from time to time to ensure it
continues to meet the principle and will consider segregation
of the roles of chairman and CEO if and when appropriate.

Responsihilities of Directors

The Board is responsible for the leadership and control of
the Group and is collectively responsible for promoting the
success of the Group by directing and supervising the Group’s
affairs and formulating business strategies with a view to
maximizing its financial performance and shareholders’ value.

All newly appointed Directors are given comprehensive
documentations of the business operations of the Group and
regulatory and statutory requirements as director together
with briefing meetings with senior executives of the Group.
Directors are provided with continuous updates on the latest
changes in the Listing Rules, corporate governance practices
and other relevant laws and regulations and are encouraged
to participate in continuous professional development
seminars to update their knowledge for discharging directors’
responsibilities.

The Company has arranged appropriate liability insurance to
indemnify the Group’s Directors for their liabilities arising out
of corporate activities. The insurance coverage is reviewed on
an annual basis.
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Board of Directors (continued)

Delegation by the Board

The management, consisting of the Executive Directors of the
Company along with other senior executives, is delegated with
responsibilities for implementing the strategy and direction as
adopted by the Board from time to time, and conducting the
day-to-day operations of the Group. Executive Directors and
senior executives meet regularly to review the performance
of the businesses of various business units of the Group as
a whole, co-ordinate overall resources and make financial
and operation decision. The Board also gives clear directions
as to their powers of management including circumstances
where management should report back, and will review the
delegation arrangements on a periodic basis to ensure that
they remain appropriate to the needs of the Group.

Nomination, Appointment and Re-election of Directors

All new appointment of Directors and nomination of Directors
proposed for re-election at the annual general meeting are first
considered by the Nomination Committee. The Nomination
Committee will assess the candidate or incumbent on criteria
such as integrity, experience, skill and ability to commit time
and effort to carry out the duties and responsibilities. The
recommendations of the Nomination Committee will then be
put to the Board for decision. Details of the role and function as
well as a summary of the work performed by the Nomination
Committee are set out under the heading of “Nomination
Committee” below.

In accordance with the Company’s articles of association, one-
third of the Directors for the time being (or, if their number
is not a multiple of three (3), the number nearest to but not
less than one-third) of the Directors shall retire from office by
rotation but are eligible for re-election by shareholders at the
annual general meeting provided that every Director is subject
to retirement by rotation at least once every three years. New
appointments to the Board are also subject to re-election by
shareholders at the next following annual general meeting.

Under the Code Provision A.4.1, non-executive directors
should be appointed for specific term and subject to re-
election. However, all Non-executive Directors of the Company
were appointed with no specific term, but are subject to
aforesaid rotation requirement in the Company’s articles
of association. The rotating Directors who are subject to
retirement and re-election at the 2010 annual general meeting
are set out on page 34.
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EEERRE

Board of Directors (continued) EEgw

Meetings of the Board and Board Committees EESREEZEEER

The Directors meet from time to time to discuss and exchange EETREETEeE TSR $ AEBERHBER - EF2E
ideas on the affairs of the Company. The Board has set up MEKNY=EEE8E  DHABKEES  ERELE®
three Board Committees, namely the Audit Committee, the MEMEES @ IEERAEFZIBSER o

Nomination Committee and the Remuneration Committee, for

overseeing particular aspects of the Group’s affairs.

During the year, the following meetings of the Board, the Audit FERN BED  BHREES . IELZENIMEE o BE
Committee, the Nomination Committee and the Remuneration TRy e%  SEERZEeZ 2 HBEEBEREHNTE

Committee were held and the attendance of the individual
Directors at these meetings is set out in the table below:

Number of meetings attended/held

BHERITEEHE
Audit Remuneration Nomination
Board Committee Committee Committee
EFE ENERE FHERE REZEE
Executive Directors #TE S
Mr. OEl Kang, Eric =4t 5/5 2/2 (Note Ff5F) 1/1 (Note Bff&F) 1/1 (Note Bf&¥)
Dr. YUNG Pak Keung, Bruce B{@satE+ 3/3 N/A 3 A N/A 73 N/A 7~ A
(appointed on 4th September 2009)
(RZZEZNFNANBEZE)
Mr. LEUNG Wing Sum, Samuel R&FR5E 4 55 2/2(Note ffzF)  1/1 (Note fifaE)  1/1 (Note FiizE)
Mr. TSANG Sai Chung, Kirk &4 25 44 2/2 N/A i@ F N/A ~iE N/A ~E
(resigned on 4th September 2009)
(RZZEZTNFNAMBEHME)
Mr. CHAN Kwok Fong, Joseph FREIFS 5t 2/2  1/1 (Note MfzF)  1/1 (Note fifzE)  1/1 (Note FiizE)
(resigned on 4th September 2009)
(RZZETNFNAMBEHME)
Non-executive Directors FEH T &%=
Mr. LIU Zhixin 8|7EFT 54 2/5 N/A T iEF N/A T N/A T
Independent Non-executive Directors &3 3EE1TES
Mr. ZHANG Songyi 5k ME% L4+ 4/5 2/2 2/2 2/2
Mr. TANG Siu Kui, Ernest B8k B4 4 5/5 2/2 2/2 2/2
Mr. YU Hon To, David 6134 /& 5t 4 5/5 2/2 2/2 2/2
Note: The Executive Directors attended the relevant meetings as TORTERUTEEASSEEEEeS -

invitees.
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Board of Directors (continued)

Meetings of the Board and Board Committees (continued)
Notices of not less than fourteen days are given for all
regular board meetings to provide all Directors with an
opportunity to attend and include matters in the agenda for
a regular meeting. For other Board and committee meetings,
reasonable notice is generally given. The agenda and
accompanying board papers are dispatched to the Directors
or committee members at least 3 days before the meetings
to ensure that they have sufficient time to review the papers
and be adequately prepared for the meetings. When directors
or committee members are unable to attend a meeting, they
are advised of the matters to be discussed and given an
opportunity to make their views known to the Chairman prior
to the meeting.

Minutes of the board meetings and committee meetings
are recorded in sufficient detail the matters considered by
the Board and the committees and the decisions reached,
including any concerns raised by the Directors. Draft minutes
of each board meeting and committee meeting are sent to the
Directors for comments within a reasonable time after the date
on which the meeting is held. All Directors have access to the
company secretary who is responsible for ensuring that the
board procedures are complied with and advising the Board
on compliance matters.

Directors could have recourse to seek independent
professional advice in performing their duties at the Company’s
expense and are encouraged to access and to consult with
the Company’s senior management independently.

Model Code for Securities Transactions by Directors
The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the
Listing Rules (the “Model Code”) as its own code of conduct
regarding Directors’ securities transactions. Having made
specific enquiries, all Directors confirmed that they have
complied with the required standards set out in the Model
Code during the year ended 31st December 2009.

The Company has also adopted a code for dealing in the
Company’s securities by relevant employees, who are likely to
be in possession of unpublished price-sensitive information
in relation to the securities of the Group, on no less exacting
terms than the Model Code.
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EEERRE

Remuneration Committee

The Company had established a Remuneration Committee
with written terms of reference. The Remuneration Committee,
chaired by an Independent Non-executive Director, comprises
three members namely Mr. ZHANG Songyi, Mr. TANG Siu
Kui, Ernest and Mr. YU Hon To, David, all of whom are
Independent Non-executive Directors.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s
remuneration policy and structure for Directors and senior
management, and reviewing their remuneration packages.
In arriving at its recommendations, the Remuneration
Committee will consult with the Chairman and the CEO
whenever it thinks fit and take into consideration factors such
as the remuneration paid by comparable companies, skill,
knowledge, time commitment and responsibilities of Directors.

During the year, the Remuneration Committee held two
meetings and reviewed the remuneration policy and structure
of Directors and the newly appointed Director. No Director was
involved in deciding his own remuneration at the meetings
of the Committee. The attendance records of each member
are set out on page 20. Details of the Directors’ remuneration
for the year are set out in note 9 to the consolidated financial
statements.

Nomination Committee

The Company had established a Nomination Committee
with written terms of reference. The Nomination Committee,
chaired by an Independent Non-executive Director, comprises
three members namely Mr. ZHANG Songyi, Mr. TANG Siu
Kui, Ernest and Mr. YU Hon To, David, all of whom are
Independent Non-executive Directors. The Nomination
Committee held two meetings during the year, the attendance
details of each member are set out on page 20.

The Nomination Committee is responsible for reviewing the
structure, size and composition of the Board, identifying
suitable candidates for directorship, assessing the
independence of Independent Non-executive Directors,
and making recommendations to the Board regarding any
proposed appointment or re-appointment.

During the year, the work performed by the Nomination
Committee includes assessing the qualification and
experience of new candidate for directorship and making
recommendation to the Board on such matter.
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Audit Committee

The Company had established an Audit Committee with
written terms of reference which have been updated from
time to time to align with the Code Provisions set out in the
CG Code. The Audit Committee, chaired by an Independent
Non-executive Director, comprises three members namely
Mr. ZHANG Songyi, Mr. TANG Siu Kui, Ernest and Mr. YU
Hon To, David, all of whom are Independent Non-executive
Directors.

The principal responsibilities of the Audit Committee are to,
inter alia, review and supervise the Group’s financial reporting
process, internal control and risk management procedures as
well as oversee the adequacy of the accounting and financial
reporting resources.

During the year, the Audit Committee held two meetings
together with senior management and external auditor, the
attendance details of each member are set out on page
20. The major work performed by the Audit Committee
during the year included reviewing the interim and annual
financial statements, the continuing connected transactions,
the internal audit reports on the internal controls and risk
management matters, as well as reviewing and recommending
the re-appointment of external auditor.

Auditor’s Remuneration

For the year ended 31st December 2009, the fees in respect
of audit and non-audit services provided to the Group by
the auditor amounted to approximately HK$950,000 and
HK$1,320,000 respectively. The non-audit services mainly
related to tax advisory services and corporate exercise.
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Internal Controls

Internal control environment

The Group has had in place an integrated framework of
internal controls which is consistent with the Committee of
Sponsoring Organisations of the Treadway Commission’s
(“COSQ”) framework. Under the framework, the management
is primarily responsible for the design, implementation and
maintenance of internal controls while the Board and its
audit committee oversee the actions of the management and
monitor the effectiveness of the controls that have been put
in place. The framework and activities taken are illustrated

R EpEEIE

A TPEEIEIRIR

AL B E R ECommittee of Sponsoring Organisations of the
Treadway Commission ([ COSOJ)Z2# — Bz MEBESIEAR & 22
o IRIBZEE  EREXTZEBERT  EREREFAIE
BEIE MESghAERLZEQaTEEERE Z1TH
REERE R 2 YRR E AR o RZZR I8 K FTERBE ME AR BA 2R

T

below:

Framework area
ZEiEE RS
Control Environment o

AR

Activities taken

FREREUHE

Management takes a hands-on approach and is fully committed to setting the
controls environment ensuring that individuals are controls conscious
ERERB2HE  BORVERRE  BREAHEBEZEES

The Board has set up relevant committees to ensure regulations are complied with
and internal controls are carried out properly

EXgCRVEBZE S  URRSERIIGAEST  MARBEESAZENT
Management closely monitors the organization structure and the responsibilities of
individuals granting appropriate authorities for them to handle assigned tasks
EREEERABEEREASE  FHEERE  UEEEREER TIE
Performance evaluations and recruitment procedures are available to ensure
individuals are competent

RERRE RIBIBIEF - AREIRIE R A T RIRHE

Risk Assessment °

[2\ B 5T A .

Management has established clear strategic direction and business objectives
BB A MRS IESI R EKEIZ

Formal risk assessment has been conducted to identify and analyse key risks
associated with achieving the Group’s objectives which form the basis for
determining key control activities

HEITERXERIE - UEREH RO MRESAKREETE@E s FEER
BEFEEEE) o A

femiER

Control Activities °

EARE

Policies/procedures on key control activities are established to ensure management
directives are carried out

HEEBEEEREB 2B R - UBRERE ZIE B AT

Ranges of activities including approvals, authorization, verifications,
recommendations, performance reviews, asset security and segregation of duties
are identified and implemented

BRI KT —RINTE) - EhEE - HE - B %'
RERBEE S
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Internal Controls (continued)
Internal control environment (continued)

Framework area

Activities taken

Rigsis FRrEREUE
Information and Communication e Pertinent information is identified, captured, processed and reported
B A EER o Al BEEX - FRIE NMEEMmABE AR
e Access to internal and external general information is available
o TAIEERAEMINR—RE
e Management maintains an open-door policy to allow communication taking place
both across and vertically through the organization
o EEREBHEFAREBER - ABTAEBNEITH R RER 2 BR
Monitoring e Management closely monitors daily operations and the related controls
Eog e ERERYERATEEREHEEE

Internal audit function, the Internal Control and Risk Management (“ICRM")
department, with adequate resources and well qualified staff conducts annual
internal controls review on major operating units and projects
EERRERKIBFET 2 NEREE KRR EIREBPI ([ NEFEZ S DIEANERE
B - AEFEHEIEZLESMNIAR 2 AEEEER

External audit function ensures financial reporting and the related controls are
proper and effective

HMNEEZI AR IR I TS E R MAR R BT B A B A

External legal advisor, internal company secretary and in-house legal counsel
function ensures the compliance of regulations, standards and listing rules
HNEEEER - AR RIME RAEDAEERARKRETEEAN - AR EH
A

Risk assessment and management

Under the COSO framework, management identified the

R R EE
RIZCOSOLE - EEEREAKEMIEHKRIE  UAFE

I

business objectives of the Group and defined the related risk
categories impacting those objectives. Four risk categories
were considered: business, operational, financial and
compliance. A systematic “top-down” approach was adopted
to identify, source and evaluate individual risks and the
interrelationships between risks in the key areas under those
four categories, to which high priorities and resources were
given. Through the ICRM department’s review, risk mitigation
actions were ensured to be taken, which included establishing
or enhancing internal controls and procedures.
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Internal Controls (continued)

Control processes
The Board establishes and maintains a sound internal control
system through the following major processes:

(i)  Systems and procedures are in place to identify and
measure risks on an ongoing basis.

(i)  An organization structure with defined lines of
responsibility and delegation of authority is devised.

(iii) Financial performance is analysed against budget with
variances being accounted for and appropriate actions
are taken to rectify deficiencies.

(iv) Having been aware of the fact that all systems of internal
control can only provide reasonable but not absolute
assurance, the ICRM department is required to evaluate
the adequacy and effectiveness of major controls over
principal operations of the Group independently. Full
access to the all data and every operation of the Group is
granted to the ICRM department. A risk-based approach
is adopted which concentrates on areas of significant
risks or where significant changes have occurred. Major
findings and recommendations, if any, are reported to
the Board and the audit committee after review.

Annual internal control assessment

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness. The ICRM
department conducts reviews of the effectiveness of the
Group’s system of internal controls, including those of its
subsidiaries. The Board and the Audit Committee reviews the
findings and recommendations of the ICRM department in the
effectiveness after such reviews.

In respect of the year ended 31st December 2009, the
Board considered the internal controls system effective and
adequate.

Price-sensitive Information

With respect to procedures and internal controls for the
handling and dissemination of price-sensitive information, the
Group has performed the following actions:

(i)  Management and relevant personnel are made aware of
the Group’s obligations under the Listing Rules and the
overriding principle that information which is expected to
be price-sensitive and/or the subject of a major decision
should be announced immediately.

(i)  Management and relevant personnel are required to
conduct the Group’s affairs with close regard to the
“Guide on Disclosure of Price-sensitive Information”
issued by the Hong Kong Stock Exchange in 2002.

(iii) Members of the Group’s top management are identified
and authorised to act as the Group’s spokespersons and
respond to external enquiries.
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Directors’ Responsibility for the Financial
Statements

The Directors acknowledge their responsibility for preparing
the financial statements for the year ended 31st December
2009 which give a true and fair view of the affairs of the
Company and the Group and of the Group’s results and cash
flows. In preparing the financial statements, the Directors
have adopted generally accepted accounting standards in
Hong Kong and suitable accounting policies and applied them
consistently, made judgments and estimates that are prudent,
fair and reasonable and prepared the financial statements on
the going concern basis.

The statement of the Company’s auditor about their reporting
responsibilities on the financial statements of the Company is
set out in the Independent Auditor’'s Report on pages 50 to
51.

Communication with Shareholders

The Board believes regular and timely communication with
shareholders forms part of the Group’s effort to help our
shareholders understand our business better. Copies of
the annual reports and interim reports of the Company are
distributed to its shareholders in accordance with statutory
and regulatory requirements and also to interested parties
recorded in the Company’s mailing lists. The publications
of the Company, including financial reports, circulars and
announcements, are also available on the Company’s website
at www.hkenergy.com.hk.

The Company acknowledges that general meetings are good
communication channel with the shareholders. At the general
meeting, each substantially separate issue will be considered
by a separate resolution, including the election of individual
directors, and the poll procedures will be clearly explained.
The Chairman of the Board and the Chairmen of the relevant
Board Committees are available to attend the annual general
meeting to inter-face with and answer questions from the
shareholders.
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Managing Director — Dr. Bruce Yung
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Mr. Oei Kang, Eric

(Executive Director, Chairman & Chief Executive Officer)
Mr. OEl Kang, Eric, aged 39, has been appointed as Executive
Director, Chairman and Chief Executive Officer of the Company
since 10th April 2008. He also holds several directorships in
other members of the Group. Mr. OEl was educated in the
USA and obtained a Bachelor's Degree in Economics (with
a minor in Electrical Engineering), and a Master’'s Degree in
Business Administration. Earlier in his career, Mr. OEl worked
with Peregrine Securities Ltd. and PCCW Limited in Hong
Kong, the LG Group in Seoul and McKinsey & Co. in Los
Angeles, USA. Mr. OEl is currently an Executive Director and
the Chief Executive Officer of HKC (Holdings) Limited (“HKC"),
the shares of which are listed on the Main Board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
and the controlling shareholder of the Company. He is also
a director of certain subsidiaries of HKC. Mr. OEl is also a
director and a shareholder of Creator Holdings Limited, the
controlling shareholder of HKC.

Dr. Yung Pak Keung, Bruce

(Executive Director & Managing Director)

Dr. YUNG Pak Keung, Bruce, aged 48, has been appointed
as Executive Director and Managing Director of the Company
since 4th September 2009. He also holds several directorships
in other members of the Group. Reporting to the Chairman
and Chief Executive Officer of the Group, Dr. YUNG oversees
the operations of the Company, its subsidiaries and projects
in the Mainland China. Dr. YUNG is a veteran in the energy
industry with over 20 years working experience across Europe,
Asia and in particular China during the last 10 years. Prior to
joining the Group, Dr. YUNG was the Vice President of BP in
China. Dr. YUNG has also held senior management positions
in Entergy Power Group (the IPP arm of Entergy Power
Corporation) in China and British Gas plc in the UK before
joining BP. Dr. YUNG has a BSc(Hons) and a PhD degree in
Chemical Engineering from University of Birmingham and a
MBA from Henley Management College. He is a Corporate
Member of the UK Institution of Chemical Engineers and
Institution of Gas Engineers; and is an alumnus of the
Advanced Management Program at Harvard Business School
in the US. He is also a director of certain subsidiaries of HKC.
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Mr. Leung Wing Sum, Samuel

(Executive Director)

Mr. LEUNG Wing Sum, Samuel, aged 46, has been appointed
as Executive Director and Chief Financial Officer of the
Company since 1st December 2008. He joined the Group in
April 2008 as Qualified Accountant of the Company. He also
holds several directorships in other members of the Group. Mr.
LEUNG is a certified practising accountant of CPA Australia.
Mr. LEUNG obtained a Master’s Degree in Business from
RMIT University of Australia. He has over 20 years’ experience
in auditing and finance management with an international
audit firm and other major conglomerates in Hong Kong. Prior
to joining the Group, Mr. LEUNG was a director of internal
control and risk management of HKC. He is currently also a
director of certain subsidiaries of HKC.

Mr. Liu Zhixin

(Non-executive Director)

Mr. LIU Zhixin, aged 51, has been appointed as Non-executive
Director of the Company since 10th April 2008. He also holds
several directorships in other members of the Group. Mr. LIU
graduated from the Department of Law of Peking University in
China, majoring in economics law. Mr. LIU was the economist
and director of the department of managers in China Textile
News. Mr. LIU had also served as deputy general manager
of New China Hong Kong Investment Company Limited and
was responsible for major investment projects and consulting
business in China. Mr. LIU is currently a director of certain
subsidiaries of HKC.

Mr. Zhang Songyi

(Independent Non-Executive Director)

Mr. ZHANG Songyi, aged 54, has been appointed as
Independent Non-executive Director of the Company since
10th April 2008. He is also a member of the Audit Committee,
Nomination Committee and Remuneration Committee of the
Company. Mr. ZHANG obtained a Juris Doctor degree from
Yale University in 1985. Mr. ZHANG currently serves in senior
management and advisory capacities in several companies,
including acting as the chairman of Mandra Capital, a senior
advisor of Morgan Stanley Asia Limited, a director of SINA
Corporation which is a company listed on the NASDAQ Stock
Market. Mr. ZHANG is currently a non-executive director of
Lumena Resource Corp. and an independent non-executive
director of China Longyuan Power Group Corporation
Limited, the shares of both companies are listed on the Stock
Exchange. He was a director of Suntech Power Holdings Co.,
Ltd., a company listed on the New York Stock Exchange, in
the last three years.
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Mr. Tang Siu Kui, Ernest

(Independent Non-executive Director)

Mr. TANG Siu Kui, Ernest, aged 59 has been appointed as
Independent Non-executive Director of the Company since
10th April 2008. He is also a member of the Audit Committee,
Nomination Committee and Remuneration Committee of
the Company. Mr. TANG is a solicitor in private practice
and at present a partner and a consultant of two law firms
respectively. Mr. TANG graduated from The University of
Hong Kong with a Bachelor's Degree of Laws and is admitted
as a solicitor in Hong Kong, England and Australia. He is also
a China Appointed Attesting Officer by the Ministry of Justice
of China.

Mr. Yu Hon To, David

(Independent Non-executive Director)

Mr. YU Hon To, David, aged 62, has been appointed as
Independent Non-executive Director of the Company since
10th April 2008. He is also a member of the Audit Committee,
Nomination Committee and Remuneration Committee of
the Company. Mr. YU is a fellow member of the Institute of
Chartered Accountants in England and Wales and an associate
member of the Hong Kong Institute of Certified Public
Accountants. He was formerly a partner of an international
accounting firm with extensive experience in corporate
finance. Mr. YU is a founder and director of MCL Capital
Limited, which specializes in direct investment and financial
advisory activities. Mr. YU is currently an independent non-
executive director of TeleEye Holdings Limited (a company
listed on the GEM Board of the Stock Exchange; stock code:
8051) as well as the following companies listed on the Main
Board of the Stock Exchange, namely Great China Holdings
Limited (stock code: 141), Haier Electronics Group Co.,
Limited (stock code: 1169), Media Chinese International
Limited (which is also listed in Malaysia; Hong Kong stock
code: 685, Malaysia stock code: 5090), One Media Group
Limited (stock code: 426), Playmates Holdings Limited (stock
code: 635), Synergis Holdings Limited (stock code: 2340),
and VXL Capital Limited (stock code: 727). He was a former
independent non-executive director of Hantec Investment
Holdings Limited (now known as Cinda International Holdings
Limited) (stock code: 111), and Shun Cheong Holdings
Limited (stock code: 650), which are listed on the Stock
Exchange, in the last three years. He was also an independent
director of BALtrans Holdings Limited, which was listed on the
Main Board with stock code: 562, but was delisted in April
2008.
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REPORT OF THE DIRECTORS

EEEHREE

The directors of the Company (the “Directors” or the “Board”)
have pleasure in presenting to shareholders of the Company
(the “Shareholders”) their report together with the audited
financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31st December
2009.

Principal Activities and Geographical Analysis of
Operations

The Company is an investment holding company. The
principal activities of the Group are alternative energy business
and software development business. The activities of its
principal subsidiaries and associated companies are set out in
pages 118 to 119 of the consolidated financial statements.

An analysis of the Group’s performance for the year ended
31st December 2009 by geographical and business segments
is set out in note 5 to the consolidated financial statements.

Results and Appropriations

The results of the Group for the year ended 31st December
2009 are set out in the consolidated statement of
comprehensive income on page 52.

The Directors do not recommend the payment of final
dividend for the year ended 31st December 2009 (2008: Nil).

The Board proposed to make a bonus issue of new shares of
HK$0.01 each to the Shareholders whose names appear on
the register of members of the Company on a date which is
tentatively set to be on 12th May 2010 (the “Record Date”)
on the basis of 1 bonus share for every 10 ordinary shares
to be held. The bonus shares will be issued and credited as
fully paid upon issue and will rank pari passu in all respects
with the existing shares with effect from the date of issue.
The bonus issue will be funded by way of capitalisation of
certain amount standing to the credit of the Company’s
retained earnings and is conditional upon the approval of the
Shareholders at the annual general meeting of the Company
to be convened, and the granting by The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) of the listing
of, and permission to deal in, the new shares to be issued
pursuant thereto.
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Results and Appropriations (continued)

The Board also proposed to make a bonus issue of warrants
to the Shareholders whose names appear on the register of
members of the Company on the Record Date on the basis
of 1 bonus warrant for every 10 ordinary shares to be held.
The subscription price of HK$0.60 is determined based on a
discount of approximately 25% to the average closing price of
the ordinary shares of the Company for 5 consecutive trading
days immediately prior to the date of the announcement of the
Company dated 22nd March 2010.

Property, Plant and Equipment

Details of movements in the property, plant and equipment
of the Group and the Company during the year are set out in
note 15 to the consolidated financial statements.

Share Capital and Warrants
Details of movements in the share capital and warrants of
the Company during the year are set out in note 22 to the
consolidated financial statements.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Articles
of Association of the Company and there is no restriction
against such rights under the laws of the Cayman Islands.

Reserves

Details of movements in the reserves of the Company and
the Group during the year are set out in note 23 to the
consolidated financial statements.

Distributable Reserves

Distributable reserves of the Company as at 31st December
2009, calculated in accordance with the Companies Law of
the Cayman Islands (as revised), amounted to HK$241.81
million (2008: HK$249.57 million).

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page
120.
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Donations

During the year, the Group made no charitable and other
donations (2008: HK$2,500,000).

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

# Mr. OEl Kang, Eric
(Chairman and Chief Executive Officer)
# Dr. YUNG Pak Keung, Bruce (Managing Director)
(appointed on 4th September 2009)
# Mr. LEUNG Wing Sum, Samuel
* Mr. LIU Zhixin
@  Mr. ZHANG Songyi
e Mr. TANG Siu Kui, Ernest
e Mr. YU Hon To, David
# Mr. TSANG Sai Chung, Kirk
(resigned on 4th September 2009)
# Mr. CHAN Kwok Fong, Joseph
(resigned on 4th September 2009)

# Executive Director
Non-executive Director
e Independent non-executive Director

At the forthcoming annual general meeting, Mr. TANG Siu
Kui, Ernest and Mr. YU Hon To, David will retire from office
by rotation in accordance with Article 85 of the Articles of
Association of the Company and being eligible, will offer
themselves for re-election to serve for another term. Further,
Dr. YUNG Pak Keung, Bruce who was newly appointed by the
Board on 4th September 2009, will also retire from office in
accordance with Article 84 and will offer himself for re-election
as Director of the Company.

The Company has received from each Independent Non-
executive Director an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange and
the Company considered all of them to be independent.
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Directors’ Service Contracts

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or
any of its subsidiaries which is not determinable by the Group
within one year without payment of compensation (other than
statutory compensation).

Share Option Schemes

The Company’s existing share option scheme (the “HKE
Option Scheme”) was adopted on 27th May 2008. Particulars
of the HKE Option Scheme are set out below:—

(a) Purpose

The principal purposes are to recruit and retain high
calibre Eligible Persons (as defined below) and attract
human resources that are valuable to the Group or
any entity in which any member of the Group holds an
equity interest (“Invested Entity” or “Invested Entities”),
to recognise the significant contributions of the Eligible
Persons to the growth of the Group or Invested Entities
by rewarding them with opportunities to obtain ownership
interest in the Company and to further motivate and
give incentives to these Eligible Persons to continue to
contribute to the long term success and prosperity of the
Group or Invested Entities.

(b) Eligible Persons

Any employee (whether full time or part time), senior
executive or officer, manager, director (including
executive, non-executive and independent non-executive
director) or consultant of any members of the Group
or any Invested Entity who, in the sole discretion of the
Board, have contributed or will contribute to the growth
and development of the Group or any Invested Entity.

(c) Maximum number of shares available for issue
The total number of shares of the Company available
for issue under the HKE Option Scheme is 76,353,475
shares which represent 9.87% of the issued share
capital of the Company as at the date of this Annual
Report.
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Share Option Schemes (continued)

(d)

(e)

()

(2

(h)

Maximum entitlement of each Eligible Person

The total number of shares of the Company issued and
to be issued upon exercise of options (whether exercised
or outstanding) granted in any 12-month period to:

(i) each Eligible Person must not exceed 1% of the
shares of the Company in issue;

(ii) a substantial shareholder or an Independent Non-
executive Director of the Company must not exceed
0.1% of the shares of the Company in issue and not
exceed HK$5 million in aggregate value.

Period within which the shares must bhe taken up
under an option

An option must be exercised within 10 years from the
date on which it is granted or such shorter period as the
Board may specify at the time of grant.

Minimum period, if any, for which an option must be
held

At the time of the grant of an option, the Board must
specify the minimum period(s), if any, for which an
option must be held before it can be exercised.

Period open for acceptance of an option and amount
payable upon acceptance

An offer of the grant of an option shall remain open for
acceptance for a period of 10 business days from the
date of offer and a consideration of HK$1.0 must be paid
upon acceptance.

Basis of determining the subscription price of an
option

The exercise price must be at least the higher of (i)
the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant;
(i) the average closing prices of the shares as stated in
the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant;
and (iii) the nominal value of a share.
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Share Option Schemes (continued)

(i) Remaining life
HKE Option Scheme has a life of 10 years and will
expire on 27th May 2018 unless otherwise terminated in
accordance with the terms of the HKE Option Scheme.

No options had been granted by the Company under the HKE
Option Scheme since inception up to the year ended 31st
December 2009.

Directors’ Interests in Securities

At 31st December 2009, the interests and short positions
of the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company or
any of its associated corporation (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO”)) as
recorded in the register required to be kept under section 352
of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code™)
set out in Appendix 10 to the Listing Rules adopted by the
Company were as follows:

(i) Long positions in the shares and underlying shares
of the Company:

Name of Director

EEHE R e

Mr. OEl Kang, Eric Corporate

=M S NG
Personal
& A
Joint
A

Dr. YUNG Pak Keung, Bruce Joint

B E L HE

Mr. LIU Zhixin Personal

2= kA fEA

Nature of interest

BB AR REST Bl

(i) ERTEH
FRIESITIRIBE D B HeREIERT 8 2GR - BRI
BEMERBERESSFHATF  $RZE—N\Fh
A=+tHER -

BEEMERBREASFNGEZEEE_TTNF T+ A
=+ —BLEFE  ARRWEBRUE D EATRHE -

ESERESF 2 ER

RIZBZAF+-A=+—0 FEFRARREZZETEHA
BRARRREEMARER (EERLBES LPEEG([F
FMEEIR ) ) EXVERZ Bty ~ BRI RIEFTHEAE
RO RE 5 M B R PIE352{F R E F B M Bt s KX
B RBARRERA 2 ERAR RIS+ PR EHETAE
FETESFRZNERETR(RETA DR EAMNEAAT
KBS Pz s BORB T -

() RAEQXTRORBERD ZHFE :

Approximate percentage of
the existing issued share

Number of Shares capital of the Company

EARTRED

R EE BRITRAROE DL
666,883,510 86.3177%
1,190,8482 0.1541%
14,783,6163 1.9135%
400,000 0.0518%
4,9925 0.0006%
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Directors’ Interests in Securities (continued)

()

Long

positions in the shares and underlying shares

of the Company: (continued)
Notes:

Since HKC (Holdings) Limited (“HKC") is held as to
approximately 36.06% by Creator Holdings Limited
(“Creator”), a company owned as to 50% by Mr. OEI
Kang, Eric and as to the remaining 50% by his wife, Mrs.
OEIl Valonia Lau. Mr. OEI Kang, Eric is deemed to be
interested in the same parcel of shares in which HKC is
interested in the Company. The corporate interest of Mr.
OEl Kang, Eric includes (i) an interest in 572,598,298
shares of the Company held by HKC; (i) an interest in a
zero coupon convertible note issued by the Company to
HKC with a principle amount of RMB 73.5 million carrying
rights to convert into 72,932,034 shares of the Company
at the conversion price of HK$1.1388 per share (subject
to adjustment); (iii) an interest in 20,031,979 underlying
shares in respect of warrants issued by the Company held
by Creator; and (iv) an interest in 1,321,199 underlying
shares in respect of warrants issued by the Company held
by Genesis Capital Group Limited (“Genesis”), a company
owned as to 50% by Mr. OEl Kang, Eric and as to the
remaining 50% by his wife, Mrs. OEl Valonia Lau.

The personal interest of Mr. OEl Kang, Eric represents
an interest in 1,190,848 underlying shares in respect of
warrants issued by the Company.

The joint interest of Mr. OEl Kang, Eric represents
an interest in 1,586,000 shares and an interest in
13,197,616 underlying shares in respect of warrants
issued by the Company jointly held with his wife, Mrs. OEI
Valonia, Lau.

The joint interest of Dr. YUNG Pak Keung, Bruce
represents an interest in 400,000 shares of the Company
jointly held with his wife.

The personal interest of Mr. LIU Zhixin represents an
interest in 4,992 underlying shares in respect of warrants
issued by the Company.
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Directors’ Interests in Securities (continued)
(ii) Long positions in the shares and underlying shares

of associated corporation of the Company:

Name of associated

corporation Name of Director

EENEFZERwW

(i)

Nature of interest

RARXBEBSEBR O REERG ZFA :

Approximate percentage of
the existing issued share
capital of the associated

corporation
EEEEERBE #1T

Number of Shares

B LEER EEBE ERME BRHEE BRABNE DL
HKC (Holdings) Limited Mr. OEl Kang, Eric Personal 20,567,310 0.2189%
(“HKC") =WILE EA
BERZRER)BRAT
(IBBEF)
Corporate 3,734,927,7432 39.7516%
AR
Joint 105,548,5653 1.1234%
/A
Family 3,300,0004 0.0351%
EN)3
Mr. LEUNG Wing Sum, Samuel  Personal 5,720,0005 0.0609%
RERIEE A
Mr. LIU Zhixin Personal 8,322,397¢6 0.0886%
BEFTE A

Notes: PR -

1. The personal interest of Mr. OEI Kang, Eric represents 1. EGEZEARSEREEEERMBETRAREEETEA
an interest in 17,267,310 underlying shares in respect 17,267 3108 MARA N (0 # as & T X PTeFill &8 i SR AT iR B BB AR
of warrants issued by HKC and an interest in 3,300,000 A RE 2 3,300,000 8 HERARL (D #E2S -
underlying shares in respect of options granted by HKC as
detailed below.

2. The corporate interest of Mr. OE| Kang, Eric represents 2. ERILAZRAIEDIERSE D ERS3,388,248,209 ik B 15
an interest in 3,388,248,209 shares of HKC and an ZHEw  BEBERETEHAERBERAREZTEH
interest in 114,875,094 underlying shares in respect of 2114875094 AR DR AR EBI MR EBER
warrants issued by HKC held by Creator, and an interest 231,804,440 iz fH #e 2= ©
in 231,804,440 shares of HKC held by Genesis.

3. The joint interest of Mr. OEIl Kang, Eric represents an 3. &RISAEZ HAEREFEEZE FREL T HRABERESER
interest in 82,905,135 shares of HKC and an interest 82,905,135 Mt 2 it + AR BB ERFTEITRRIEE S
in 22,643,430 underlying shares in respect of warrants 222,643,430 AR 15 #E s ©
issued by HKC jointly held with his wife, Mrs. OEl Valonia
Lau.

4. The family interest of Mr. OEl Kang, Eric represents an 4.  ERIEEZ REEREEESESEZRETIELT 2 ERESH
interest in 3,300,000 underlying shares in respect of 23,300,000/ fHEE R (H #e2s ©
options granted by HKC to Mrs. OEl Valonia Lau.

5. The personal interest of Mr. LEUNG Wing Sum, Samuel 5. REFRGTEZEAESERE T AFRE SRR HER
represents an interest in 5,720,000 underlying shares in A2 5,720,0008% FEREAL D AE RS -
respect of options granted by HKC as detailed below.

6. The personal interest of Mr. LIU Zhixin represents an 6. ZIEHAEZAARGDEESSERMBTRREFTEH

interest in 72,397 underlying shares in respect of warrants
issued by HKC and an interest in 8,250,000 underlying
shares in respect of options granted by HKC as detailed
below.

72,397 IR AR RAR s BN R T XATRE BB B AR TR BB AR
B2 8,250,0000MERA AR H#E s
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Directors’ Interests in Securities (continued)
(iii) Interest in share options of associated corporation

of the Company:

Share options granted under the share option scheme
of HKC adopted on 16th June 2006 (“HKC Option

Scheme”).
Nature of
Name interest
e EREME
Mr. OEl Kang, Eric Personal
E=RIEE {EUN
Family
Rk

Number of outstanding
share options at

31st December 2009
(Note)

3
T=-HA=+—-H
RITEZBREHE

(FsE)

618,750
1,031,250
330,000
495,000
825,000

618,750

EERNEZFZER@®
(iii) RAD T AR BEA B R AR 2 A

REBNR-_TTRNFANATRBRBZEBBERBIRES
(BB ERBAOE S DR 2 BAE -

Date of grant

K AH

15th December 2006
ZRERFEFZATHRA

16th December 2006
ZETRFFZATERA

1st February 2008
—EEN\F-H—H

1st February 2008
~TT/\F-A-H

1st February 2008
T N\FE-ZR—H

16th December 2006
ZETRFTZATERA

Exercise price

per share
Exercise period (Note)
(HK$)
FRITHEE
e (Ff=E)
(%)
15th December 2007 to 1.291
14th December 2016
“TTHF+-A+RAZE
“E—"F+ZA+ImA
15th December 2008 to 1.291
14th December 2016
“ET\F+-A+hHEE
- RETZATEH
1st February 2009 to 1.505
31st January 2018
“ETNF-A—HZE
T \G—H=1—H
Ist February 2010 to 1.505
31st January 2018
e & R =
T \G—HA=1T—H
1st February 2011 to 1.505
31st January 2018
—2——%-A—-RA%
- \F-R=t—H
15th December 2007 to 1.291

14th December 2016
Z“TEHEFZA+AAE
ZE-RFTZATHMA
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Directors’ Interests in Securities (continued)
(iii) Interest in share options of associated corporation

of the Company: (continued)

Nature of
Name interest
s BRME
Mr. OEl Kang, Eric Family
BHIEAE ENI

Mr. LEUNG Wing Sum, Personal
Samuel A
PEBTE

Number of outstanding
share options at

31st December 2009
(Note)

R-EZhE
+=B=+-H
RTEZEREHE
(Ff&E)

1,031,250

330,000

495,000

825,000

1,320,000

2,200,000

440,000

EENEFZERwW

(iii) RAD T AEBA B R AR 2 S

Date of grant

K AH

15th December 2006
ZETRFETZATERA

1st February 2008
—EEN\F-H—H

1st February 2008
~TT/\F-A-H

1st February 2008
—ETN\E-R—H

15th December 2006
ZETRFEF+ZATERA

15th December 2006
“EERF+ATEA

Ist February 2008
~TT/\F-A-H

()

Exercise price

per share
Exercise period (Note)
(HK$)
FRITHEE
et (FfE)
(B7T)
15th December 2008 to 1.291
14th December 2016
“ZET\F+-A+hHEE
ZE-RETZATHEA
1st February 2009 to 1.505
31st January 2018
“ZETNF-A—HZE
—T-N\F-RA=+—H
Ist February 2010 to 1.505
31st January 2018
e 5 R =
T )\&—RA=+—H
Ist February 2011 to 1.505
31st January 2018
—2——%-A—-RA%
2 )\F—RA=1+—H
15th December 2007 to 1.291
14th December 2016
“ETHF+ZATREERE
ZE-RETZATHEA
15th December 2008 to 1.291
14th December 2016
“2Z)\F+-A+ARZE
ZE-RE+ZATHEA
Ist February 2009 to 1.505
31st January 2018

—ETNE-_A—HZE

—F-\¥—HA=t+—H
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Directors’ Interests in Securities (continued)
(iii) Interest in share options of associated corporation

of the Company: (continued)

Nature of
Name interest
s BRME

Mr. LEUNG Wing Sum, Personal

Samuel A
RETRS
Mr. LIU Zhixin Personal
Elripied A

Number of outstanding
share options at

31st December 2009
(Note)

R-EZThE
+=B=+-H
RTEZEREHE
(FfEE)

660,000

1,100,000

1,980,000

3,300,000

594,000

891,000

1,485,000

EENESFZERwW
(i) RADAEBEEBRE S @ @

Date of grant

R AH

1st February 2008
T N\F-R—H

1st February 2008
—EEN\F-HA—H

15th December 2006
2R F+-ATAA

15th December 2006
ZRTRFEFTZATHRA

1st February 2008
T N\F-R—H

1st February 2008
—EEN\F-H—H

1st February 2008
~TT/\F-A-H

Exercise price
per share
(Note)

(HK$)

Exercise period

BRITERE
(BtE)
(B7r)

T8

1st February 2010 to 1.505
31st January 2018
—T-TF_F—-HE

~2-N\F-A=t-8

1st February 2011 to
31st January 2018
—2——%-F—R%
A e =

1.505

15th December 2007 to
14th December 2016

ZTELETZATAARE
—E-RETZATEA

1.291

15th December 2008 to
14th December 2016

—TT\F+-A+REAZE
- RXFE+ZA+HmH

1.291

1st February 2009 to
31st January 2018
“ETNF-A-BE
—2-\&—A=t+-A

1.505

1st February 2010 to 1.505
31st January 2018
—T-ZF_A—HE
T )\&—H=1—H
Ist February 2011 to 1.505
31st January 2018

B & R =
—2-\$—-RA=+—H
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Directors’ Interests in Securities (continued)
(i) Interest in share options of associated corporation
of the Company: (continued)

Note: In accordance with the HKC Option Scheme, the exercise
price of the share options was adjusted from HK$1.420
per share and HK$1.656 per share to HK$1.291per
share and HK$1.505 per share respectively, and the
total number of shares to be issued upon exercise
of the outstanding share options was also adjusted
correspondingly on 30th October 2009 as a result of the
bonus issue of shares by HKC in October 2009.

Save as disclosed above, as at 31st December 2009, none
of the Directors or chief executive of the Company had any
interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under section 352
of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code contained in the
Listing Rules.

Directors’ Right to Acquire Shares Or Debentures

Save as disclosed under the section headed “Directors’
Interest in Securities” above, at no time during the year
was the Company or any of its subsidiaries a party to any
arrangement that enabled the Directors of the Company
or any of their spouses or children under the age of 18 to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

Directors’ Interests in Contracts of Significance

No contract of significance to which the Company or any of
its subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

Directors’ Interests in Competing Businesses

Mr. OEIl Kang, Eric is an executive director of HKC and Dr.
YUNG Pak Keung, Bruce, Mr. LEUNG Wing Sum, Samuel and
Mr. LIU Zhixin are directors of certain subsidiaries of HKC.
One of the business activities of HKC and its subsidiaries is
alternative energy business.

Mr. ZHANG Songyi is a director and his associates are
shareholders of GCL Solar Energy Holdings Inc. which is
engaged in alternative energy business.

Save as disclosed above, none of the Directors or their
respective associate(s) was interested in any business which
competes or is likely to compete, either directly or indirectly,
with the business of the Group.

EENEF2ER@W
(i) RADAEBEEBRE S @ @

izt REBEREREAD  ANFEEERN_ZZN
FHABTAR R -TTAFTA=1TH - BR
RETTE(E R B AX1.42078 7T M B 1.65678 7T 20 bl 38 #
ZHKR129ETT R EAL1.5058 T - M RITEER
RERATRRS A] T 3817 2 ) BT AR B E A% o

BREXHEREN R_TFTAFT_A=1t—RH BEES
FARBEETHRABRARBHEEMEREE (EER
&7 M EIRDIEXVED) 2 B - HERORESPHE
BERNESF MR GDIE35268 F 17BN E LM 2 EA
RRIOAR  IRBE EWRRIAEEETAIREAMEAR
B M B3 P (R R SRR

EERERODIES ZER

BN EXEETRESF 2 | —EWEEIN - RAFREM
R AR RISEAAERIM B A R ER R L HBEAR LD
FIEEHNES A ZEBXI8mN T FRAIFEBARRFK
EREMEABRZ RO SHESMEE

EEREREHN 2R
REESFAERRRE - WEERARNRRHENB ARG
VHIEFEEXEERBEARD IERAL
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REPORT OF THE DIRECTORS
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Substantial Shareholders’ Interests in Securities

At 31st December 2009, the following persons (other than
a director or chief executive of the Company) had interests
or short positions in the shares and underlying shares of the
Company as recorded in the register required to be kept
under section 336 of the SFO:

Long positions in the shares and underlying shares of the
Company

Name of Shareholder

RRME,EE EEtE

HKC (Holdings) Limited (“HKC”)

BAERZER)BRAF([EEER]) BB A
Creator (Holdings) Limited (“Creator”) Corporate
BlEEEARAR(TAIE] NS

Mrs. OEl Valonia Lau Family
RZL+ ERIZ

Nature of interest

Beneficial owner

FERRAES 2D
RZEEAF+_A=+—8 UTAT(BFHARQFE
ZITBRABBRINRAR R ZRG RABEKRMDPHEEZELER
EH LHEEOIE336EREFENE LM ERmXE

RAEQXTRRG RAERD 2FR

Approximate percentage
of existing issued share

Number of shares capital of the Company

EARRARRE

R EE EBRITRAMNE DL
645,530,332 83.5538%
665,562,311°2 86.1467%
682,857,9743 83.3853%

Notes:

1.  The beneficial interest of HKC includes (i) an interest in
572,598,298 shares of the Company and (ii) an interest in a
zero coupon convertible note issued by the Company with a
principle amount of RMB73.5 million carrying rights to convert
into 72,932,034 shares in the Company at the conversion price
of HK$1.1388 per share (subject to adjustment).

2. Creator is beneficially interested in 36.06% of the issued share
capital of HKC and thus, is deemed to be interested in the same
parcel of shares in which HKC is interested. In addition, its
corporate interest includes an interest in 20,031,979 underlying
shares in respect of warrants issued by the Company held by
Creator.

3. Mrs. OEl Valonia Lau is deemed to be interested in the same
parcel of shares in which Mr. OEl Kang, Eric is taken to be
interested.

Save as disclosed above, as at 31st December 2009, the
Company had not been notified by any person, other than
directors and chief executive of the Company, who had
interests or short positions in the shares and underlying
shares of the Company which are required to be recorded in
the register required to be kept under section 336 of Part XV
of the SFO.
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Connected Transactions
Details of the connected transactions entered into by the
Group during the year are set out below:

(i

(i)

On 21 May 2009, the Company’s wholly owned
subsidiary entered into an agreement to dispose of
its 55% shareholding interest in Hong Kong Biomass
Energy (BVI) Co., Limited (the “JV Co”) to the other 45%
shareholder, GeneHarbor (Hong Kong) Technologies
Limited (“GeneHarbor”), at a cash consideration of
HK$23.1 million. As 45% shareholding interest in the JV
Co was held by GeneHarbor and the JV Co was a non-
wholly owned subsidiary of the Company, GeneHarbor
was a connected person of the Company and the
disposal constituted a discloseable and connected
transaction for the Company under Rule 14.06(2) and
Rule 14A.13(1)(a) of the Listing Rules and was subject
to the reporting, announcement and independent
shareholders approval requirements in Chapter 14A of
the Listing Rules.

On 20 November 2009, the Group (as the Purchaser),
Hong Kong Construction (Hong Kong) Limited (as the
Vendor) and HKC (Holdings) Limited (as the Vendor
Guarantor) entered into a sale and purchase agreement,
pursuant to which (a) the Group has agreed to acquire
from the Vendor all the issued shares in the capital of
HKE Danjinghe (BVI) Wind Power Limited (“Hold Co");
(b) the Vendor has agreed to assign to the Purchaser
25% of the shareholders’ loan owed by HKE (Danjinghe)
Wind Power Limited (“HKE (Danjinghe)”) to the Vendor
(the “Vendor Loan”) immediately before completion of
the transaction in the sum of approximately HK$235.3
million; and (c) the Vendor has agreed to procure its
wholly-owned subsidiary to assign to the Purchaser 25%
of the shareholders’ loan owed by HKE (Danjinghe) to
that wholly-owned subsidiary (the “HKE (BVI) Loan”)
immediately before completion of the transaction
in the sum of approximately HK$50.2 million, for
a consideration of RMB73.5 million (equivalent to
approximately HK$83.1 million).

The principal asset of Hold Co, an investment holding
company, is its 25% beneficial interest in HKE
(Danjinghe), which in turn holds a 40% beneficial
interest in R EFBEE R /) E(RIL)AR A (CECIC
HKC Wind Power Company Limited) (the “Project
Company”), a joint venture company incorporated in
the PRC whose principal business is the development,
construction and operation of wind farms in Danjinghe,
Zhangbei, the PRC. Hence, the Purchaser has acquired
an effective equity interest of 10% in the Project
Company upon completion.
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Connected Transactions (continued)

(ii)

(continued)

The Consideration shall be payable on completion by
way of issue of the Convertible Note by the Purchaser to
the Vendor (or any person nominated by the Vendor).
The Conversion Price of HK$1.1388 was determined
based on the higher of (a) HK$1.0 per share of the
Company and (b) the average closing price per share of
the Company as quoted on the daily quotation sheets
of the Stock Exchange for five (5) trading days following
the date of the announcement on 20 November 2009,
with a premium of 30%, subject to adjustments. The
Convertible Note will be non-interest bearing and its
maturity date will be the third anniversary of the date of
its issue.

The transactions therefore constitute a major transaction
for the Company under Rule 14.06(3) of the Listing
Rules. Since the Company was indirectly owned as
to approximately 74.3% by HKC as at the date of the
announcement on 20 November 2009, HKC and its
associates are connected persons of the Company.
The Vendor is an associate of HKC by reason of its
being a wholly-owned subsidiary of HKC, and therefore
a connected person of the Company. As such, the
transactions also constituted a connected transaction
of the Company under Rule 14A.13(1)(a) of the Listing
Rules.

In addition, since HKE (Danjinghe), being an associate
of HKC, is a connected person of the Company, the
continued existence of 25% of the Vendor Loan and
25% of the HKE (BVI) Loan (becoming owed by HKE
(Danjinghe) to the Company as a result of the assignment
of those loans as part of the transactions) following
completion also constitute the provision of financial
assistance by the Company to a connected person under
Rule 14A.13(2)(a)(i) of the Listing Rules. The Vendor
Loan and the HKE (BVI) Loan are non-interest bearing.

Pursuant to the Listing Rules, the transactions were
subject to the approval by the Company’s independent
shareholders at the extraordinary general meeting held
on 30 December 2009. HKC and its associates had
abstained from voting in respect of the resolution(s)
approving the transactions, the sale and purchase
agreement and the transactions contemplated
thereunder.
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Continuing Connected Transactions

On 14th August 2008, the Group entered into an Agreement
for Office Space and Services Provision with HKC, in relation
to the granting of a license to occupy and use the office space
and the provision of management services by HKC to the
Group, and the sharing of administrative expenses for the
period from 1st August 2008 to 31st December 2010.

The entering into of the Agreement for Office Space and
Services Provision and the transactions contemplated
thereunder constitute continuing connected transactions
(“Continuing Connected Transactions”) of the Company
under Rule 14A.14 of the Listing Rules, of which the granting
of the license and the provision of the management services
are subject to the reporting and announcement requirements
under the Listing Rules. The annual caps for the granting of
the license and the provision of the management services
under the Agreement for Office Space and Services Provision
in respect of the year ended 31st December 2009 are
HK$1,527,000 and HK$4,065,000 respectively.

Opinion from the Independent Non-executive Directors on
the continuing connected transactions

In accordance with rule 14A.37 of the Listing Rules, the
Independent Non-executive Directors of the Company
have reviewed and approved the Continuing Connected
Transactions and the Continuing Connected Transactions
were carried out in accordance with the following principles:—

(@) in the ordinary and usual course of business of the
Group;

(b) on normal commercial terms no less favourable than
terms available from independent third parties;

(c) in accordance with the terms of the relevant agreement
governing the Continuing Connected Transactions; and

(d) on a fair and reasonable basis and in the interest of the
Company and its shareholders as a whole.

Report from the auditor on the continuing connected
transactions

In accordance with rule 14A.38 of the Listing Rules,
PricewaterhouseCoopers, the auditor of the Company, has
performed certain agreed upon procedures in respect of the
Continuing Connected Transactions and reported that the
transactions entered into:—

(a) were approved by the Board of the Company;
(b) have been carried out in accordance with the terms
of the relevant agreement governing the Continuing

Connected Transactions; and

(c) have not exceeded the relevant annual caps.

HERERS

RZZFZNFN\A+EA AEEREFEEERATLPAER
AERGHERS AR ABEHTEERANEER LT
B AR -_ZEEN\FNA-RE_ZT-TF+_A=1—H
HIEME A RERRAE REREERBAR D BITERAX -

RIE ETARAFE14A 14465 - 5T 2 = 2B S AR TS & 1
BLBNBETZRIBRARRZFHBHER S (KB
BRZ]) A RN RRHEEREEE T EHRA
ZHRBMENERTE  cMBE_TTNF+_A=+—HILF
B - WAERARIRGHEREE MR AR AT R R EE
AR < S E LR 5 541,527,000/ 7T K. 4,065,000/ 7T °

BAUFHTESHREBERZ ZRR

1895 E I RAIEL4A 3745 - AR ABTINTEBEEN
R REMIER S - WRAREMER ST N T RAE
7

(@) ANEE-REBEHT

(b) NBEREILE =Tz —REEMERK

) REREFHEBEISHZBBHRIEK &

(d) BAFEEEEANEARRREBRERNE -
BREMBSEEER S R E 2 RE

RIE AR RIF 14A.38(5 + ANA X BUEN & KR KB = ETHRD

EBMERFBEERISNTE THERF  XREXHTY
RUATNERATAL

(a) BARREBFREHE

(b) REBEEFEMERS 2 ERWHEIER - &

() UTEBHABFELR -

BBHMEER (ZR) BRIV -ZZNFER

47



REPORT OF THE DIRECTORS
EEEHREE

Disclosure pursuant to Rules 13.20 and 13.22 of
the Listing Rules

As mentioned in “Connected Transactions” above, the
continued existence of 25% of the Vendor Loan and 25%
of the HKE (BVI) Loan owed by HKE (Danjinghe) to the
Company as a result of the assignment of those loans as part
of the transactions contemplated under the sale and purchase
agreement entered into by the Group on 20 November
2009, constituted the provision of financial assistance by the
Company to a connected person under Rule 14A.13(2)(a)(i)
of the Listing Rules. HKE (Danjinghe) is owned as to 25% by
the Company and thus is an affiliated company of the Group.
The Vendor Loan and the HKE (BVI) Loan are unsecured,
interest free and have no definite repayment terms.

In accordance with the requirement under Rule 13.20 of the
Listing Rules, HKE (Danjinghe) was indebted to the Group for
the 25% of the Vendor Loan and the 25% of the HKE (BVI)
Loan in an aggregate amount of HK$71.42 million which
represented approximately 18.03% of the Group’s total assets
value as at 31 December 2009.

In accordance with the requirement under Rule 13.22 of the

RiE L TR AE13.201F R FE13.221FRFH 2 K E
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REBEBHER(LBRELES) BER25%EEH T EHLIR
(B &R ) B RA QR - BAREIREA T RETEE
B o RRBIRAEBHEIR(F &N )25% e - Fih SAE
BHBBAR c BEHEFLBBMER(RBELES)ER
REEA - 28 MERETEERD -

RIFETRAEIZ 20082 RE - BEFER(FER) A
7% % B & $£71,420,00078 7 2 B 77 B 5 25% &2 & 5 3 6 R
(RBREEE)ER2D%  HERAEBRR_TTNF+=
R=1+—RZEE#E#18.03% °

RIBEMARAUNEIZ 22 2IRTE > BMBAB ZBEEEHEE

Listing Rules, the pro forma combined balance sheet of the ~ BEX M AEBEGZIHEQRER - DHiIRE ST S®R
affiliated company and the Group’s attributable interests in KENWT :
the affiliated company based on its latest financial statements
available are presented below:
Group’s
Combined attributable
balance sheet interests
aHEERER AEEHEGER
HK$ million HK$ million
AEBT BEAET
Assets EE 297.6 74.4
Liabilities afE (285.7) (71.4)
Net assets BEFRE 11.9 3.0
Management Contract EEEN

Apart from the Agreement for Office Space and Services
Provision dated 14th August 2008 described under
“Continuing Connected Transactions” above and in note
28(a) to the consolidated financial statements, no contracts
concerning the management and administration of the whole
or any substantial part of the business of the Company were
entered into or existed during the year.

Major Customers and Suppliers

During the year, the Group had 2 customers only and the
percentages of the Group’s sales attributable to the major
customers are as follows:

Sales
—  The largest customer 94%
—  The remaining customer 6%

The Group purchases less than 30% of its goods and services
from its 5 largest suppliers for the year.

None of the Directors, any of their associates, or Shareholders
(which to the knowledge of the Directors, own more than 5%
of the Company’s issued share capital) had any interest in the
Group’s customer noted above.
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Purchase, Sale or Redemption of the Company’s
Listed Securities

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed shares during
the year ended 31st December 2009.

Corporate Governance
The Company’s corporate governance practices are set out in
the Corporate Governance Report on pages 17 to 27.

Model Code for Securities Transactions by Directors
The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding Directors’
securities transactions. Specified employees who are likely to
be in possession of unpublished price-sensitive information
of the Group are also subject to compliance with guidelines
on no less exacting terms than the Model Code. A Code for
Securities Dealings by Employees has also been adopted in
this regard.

Retirement Benefits Schemes
Information on the Group’s retirement benefits schemes is set
out in note 10 to the consolidated financial statements.

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
date of this report, there is sufficient public float of more than
25% of the Company’s issued shares as required under the
Listing Rules.

Review of the Annual Report by Audit Committee
The audit committee of the Company comprises three
independent non-executive directors with written terms of
reference in accordance with the requirements of the Listing
Rules, and reports to the Board. The audit committee has
reviewed the audited consolidated financial statements for the
year ended 31st December 2009.

Auditor

The consolidated financial statements of the Company for the
financial years ended 31st December 2006 and 2007 were
audited by Messrs. Deloitte Touche Tohmatsu (“DTT"), the
former auditor of the Company. DTT retired and did not seek
for re-appointment at 2008 annual general meeting. Messrs.
PricewaterhouseCoopers, were appointed as auditor of the
Company at 2008 annual general meeting to fill the casual
vacancy until the next annual general meeting the Company.

The consolidated financial statements for the years ended
31st December 2008 and 2009 have been audited by Messrs.
PricewaterhouseCoopers who retire and, being eligible,
offer themselves for reappointment. A resolution for the
reappointment of Messrs. PricewaterhouseCoopers as auditor
of the Company is to be proposed at the forthcoming annual
general meeting.

On behalf of the Board

OEI Kang, Eric
Chairman

Hong Kong, 22nd March 2010
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INDEPENDENT AUDITOR'S REPORT

BN ZBEHRES

PRICEVATERHOUSE(COPERS

BORMKEGMERR

TO THE SHAREHOLDERS OF HONG KONG ENERGY
(HOLDINGS) LIMITED
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Hong Kong Energy (Holdings) Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages 52 to
119, which comprise the consolidated and company balance
sheets as at 31st December 2009, and the consolidated
statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements
The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements 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.
This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and
the true and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the
circumstances.

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.
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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 as to whether the
financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31st December 2009 and of the Group’s
loss 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.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22nd March 2010
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
e R EWAREK

2009 2008
—EENF —ET)N\F
Note HK$'000 HK$'000
P 5T FHET BT
Revenue ke 5 10,609 13,877
Cost of sales SHEMA 7 (4,896) (5,889)
Gross profit EF 5,713 7,988
Selling and distribution costs $HE D R AN 7 (1,552) (2,914)
Administrative expenses 1THER 7 (36,161) (50,964)
Other expenses HEiBH 6 (817) (58,694)
Operating loss BERE (32,817) (104,584)
Finance income BIFSUE A 8 443 3,074
Finance costs BERAR 8 - (160)
Finance income — net B FSUR A — R 58 8 443 2,914
Gain on disposal of subsidiaries HERBAFRE 29(b) 7,624 -
Excess of fair value of net assets acquired B EEFE 2 A TE
over cost of acquisition of B E— e AT
an associated company RN 2 B5E 11,30 27,693 -
Share of loss of an associated company (5 — e R B EIE 18 (289) -
Profit/(loss) before income tax FRSMALRT,(&18) 2,654 (101,670)
Income tax (expense)/credit 5 (), e 11 (14,336) 6,963
Loss for the year FEEEBR (11,682) (94,707)
other comprehensive income: Hti2mEikA :
Currency translation differences ERHE =% 32 1,085
Other comprehensive income for the year, FEEHME2EWRA -
net of tax HmewR= 32 1085
Total comprehensive income for the year FXEEREMALE (11,650) (93,622)
Loss attributable to: LIFRE{EETS :
Equity holders of the Company RAFIRERERFEA (10,431) (89,720)
Minority interest DEAR RS (1,251) (4,987)
(11,682) (94,707)
Total comprehensive income attributable to: Ll TFREMGZEITAEEE :
Equity holders of the Company RAGIRERERITE A (10,399) (88,635)
Minority interest LYIR R (1,251) (4,987)
(11,650) (93,622)
Dividends ;35 14 - -
Loss per share for loss attributable to FATIRREREETA
the equity holders of the Company, B{EEBIRZ SRER
expressed in HK cents per share DiEEEmEs
— Basic and diluted —-EXRHE 13 (1.36) (11.75)
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CONSOLIDATED BALANCE SHEET

meBEERER

As at 31st December 2009
RZZZNF+_A=+—H

ASSETS

Non-current assets

Property, plant and equipment
Construction in progress

Intangible assets

Investment in associated companies
Deferred income tax assets

Total non-current assets

Current assets
Trade and other receivables
Cash and cash equivalents

Total current assets
Total assets

EQUITY

Capital and reserves attributable to
equity holders of the Company

Share capital

Reserves

Equity attributable to equity holders of

the Company

Minority interest
Total equity

LIABILITIES

Non-current liabilities
Convertible note

Deferred income tax liabilities

Total non-current liahilities

Current liabilities
Other payables
Current income tax liabilities

Total current liabilities

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liahilities
OEI Kang, Eric

LEUNG Wing Sum, Samuel
Directors

HE

FERBEE

Yz - 2R AR
EETRE
mEE
REERNRZI8E
EEFTS I & E

FREEERE

MENEE

T W iR R e At P MR
A RASEED
mENRERE
BE#RE

na
FATREMBHHEA
CUTEI T
%S

i

RAFIREEEFEA
g e

PBERER
e
R
FREAR

QR eSS
EEFEHRAR

FRBARER

RENR R
HAb IR R
BB IRAE

mENA RS
AREE
H#aRAREHE
RENEERE
RERERTDRAR
=i

RERFR
EF

2009 2008

—ETNF —EENF

Note HK$'000 HK$'000
BisE FH&T FET
15 442 762
16 3,311 -
17 5,539 35,557
18 208,076 -
25 £ 203
217,368 36,522

20 6,457 2,383
21 172,226 289,095
178,683 291,478

396,051 328,000

22 7,726 7,635
23 299,288 301,176
307,014 308,811

= 13,913

307,014 322,724

24 76,007 -
25 4,643 1,709
80,650 1,709

26 8,387 3,520
- 47

8,387 3,567

______ 89,037 . 5276
396,051 328,000

170,296 287911

387,664 324,433
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BALANCE SHEET

BERER

As at 31st December 2009
R-FEAF+-A=1—H

ASSETS
Non-current assets
Investments in subsidiaries

Current assets

Other receivables

Amounts due from subsidiaries
Cash and cash equivalents

Total current assets
Total assets

EQUITY

Capital and reserves attributable to equity

holders of the Company
Share capital
Reserves

Total equity

LIABILITIES

Non-current liabilities
Convertible note

Deferred income tax liability

Total non-current liabilities

Current liabilities
Amounts due to subsidiaries
Other payables

Total current liabilities

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities
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RENEERE
BEMRE

Ha
FAFRBB/IEA
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PR
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HaRn
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ARERE
EEFSHAE

FRBRREH

RENRR
AN EIEYNCIE /S
HA SR

mENRREE

fafRes

HaRAREH

RENRERE

RERERTDAR

Note
B 5T

19

20
19
21

22
23

24
25

19
26

2009 2008
—EENF —ETN\F
HK$’000 HK$'000
THT FHT
21,307 24,823
52 157
221,990 42777
154,981 257,742
_____ 377,023 300676
398,330 325,499
1,726 7,635
241,811 249,570
249,537 257,205
76,007 -
1,163 -
77,170 -
66,799 66,836
4,824 1,458
71,623 68,294
148,793 68,294
398,330 325,499
305,400 232,382
326,707 257,205




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ReERPER

For the year ended 31st December 2009
HE-_ZTASE+_A=1+—AILFE

Attributable to equity holders of the Company
ARARRERR RS

Share Share  Exchange Special  Retained Minority

capital premium reserve reseve  eamings Total interest  Total equity
PERE 1

RA REE  EXRE  ENRE RBEN @z s ek

HK$000  HK$000  HK$000 HK$000 HK$000 ~ HK$000  HK$000  HK$000
TETL TEn  TER TET  TET  TER TEn ~ TAR

Balance at 1st January 2008 RZZZ\F-A-B&H% 7,635 175 - (6,774) 396,410 397,446 - 397446
Loss for the year SEERR - - - - (897200  (89,720) (4987)  (94,707)
Other comprehensive income: Htt2EKA :
Currency translation ERREEE

differences - - 1,085 - - 1,085 - 1,085

Total comprehensive income FEEREBARE

for the year - - 1,085 - (89,720) (88,635) (4,987) (93,622)
Transfer to refained earnings ERERB A - - - 6774 (6774) - - -
Contribution from DHRRAE

a minority shareholder - - - - - - 18,900 18,900

Balance at 31stDecember 2008 R-ZEEN\F+-A=1+-H
e 7635 175 1,085 - 299916 308811 13913 322,724
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ReEmBER

For the year ended 31st December 2009
HE-_ZTNF+-A=1T—HLLFE

Attributable to equity holders of the Company
ARARRER R AR

Share Share  Exchange Other  Retained Minority
capital  premium reserve reserves  earnings Total interest  Total equity
PERE

Bx o RireE EidE RbEE  REEN ] Bn  EnkE
HK$000  HK$000  HK$000  HKPO00  HKSO00  HK$000  HKS000  HKFO00
TRL  TEL  TER TRT  TER  TETL AT TAR

Balance at Ist January 2009 RIFENF-F-ALH 1,635 175 1,085 - 299916 308811 13913 322,724
Loss for the year TEERR - - - - (10431) (10431)  (1,251)  (11,682)
Other comprehensive income: Htt2EKA :
Currency translation ERREEE

differences - - 32 - - 32 - 32

Total comprehensive income FER2EBALE

for the year - - 32 - (10431)  (10,399) (1,251)  (11,650)
Exercise of bonus warrants TR 91 2,626 = - - 2,111 - 211
Convertible note - equity THRERE — BRHh

component, net of tax MBRHE - - - 5,885 - 5,885 = 5,885
Disposal of subsidiaries LEMRBAF - - - - - - (12662)  (12,662)

Balance at 31st December 2009  W_EEh&+-A=+—-H
o1 1,126 2,801 1,117 5885 289,485 307,014 - 307,014
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CONSOLIDATED CASH FLOW STATEMENT

n‘/-.R Iﬁ'ﬁ/ﬂbi’?—%

For the year ended 31st December 2009
BE_ZTZAF+ _A=+—HIFE

Cash flows from operating activities
Cash used in operations

Income tax paid

Income tax refunded

Net cash used in operating activities

Cash flows from investing activities
Interest received
Acquisition of intangible assets
Purchase of property, plant and equipment
Payment made for the addition to

construction in progress
Proceeds from

— disposal of subsidiaries

— disposal of property, plant and

equipment

— disposal of construction in progress

Investment in an associated company

Net cash used in investing activities

Cash flows from financing activities
Contribution from minority shareholders
Repayment of bank and other loans
Proceeds from issuance of bonus warrants
Interest paid

Net cash generated from/(used in)
financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents as at 1st January

Exchange gains on cash and
cash equivalents

Cash and cash equivalents at 31st December

Note
B 5T

EERBZRSRE
BEMARE
ERPEH
RIZFIIEH

29(a)

REEGMBA SR

RREBZRERE
BUFE
WiEET & E
BAME - HENRE
REERIIEZNR

FSSIRRE
—HEMBAR
—HEWE - WELRE

29(b)

—hEEETE
RER R AT

REZHAARSFR

MEIBZRERE
DR ZEA

BERTT R E A BN
BEITALNF
ERFE

/8 2]

BRSPS P 1S 5UR

BERBPAS,(FTA)
B

ReRkReSF RN SR
R—A—BZRER
ReEEY
AekAeFEBYL

bEE 5 I as

BR+-A=+—HZH&R
He®HEY

2009 2008
—EENE  —TT\E
HK$'000 HK$'000
TET TAT
(25,474) (37,923)
(50) (10)

26 251
(25,498) (37,682)
566 2,979
(172) (17,573)
(186) (179)
(6,495) -
18,999 -

15 93

3,184 -
(110,010) -
84099 (14,680)
- 4,725
- (8,580)

2,717 -
- (187)

2,717 (4,042)
(116,880) (56,404)
289,095 344,558

11 941

172,226 289,095

BBMER(ZR) BRIV -SZNFFR 57



General information

Hong Kong Energy (Holdings) Limited (“the Company”
or “HKE”) is an exempted company incorporated in the
Cayman Islands with limited liability. The address of the
registered office is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands.

The shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited. The immediate holding
company is Noble Quest Enterprises Limited, a company
incorporated in British Virgin Islands. The ultimate
holding company is HKC (Holdings) Limited (“HKC"), a
company incorporated in Bermuda and listed in Hong
Kong.

The Company and its subsidiaries (collectively “the
Group”) are principally engaged in alternative energy
business and software development business. The Group
has operations mainly in Mainland China.

The consolidated financial statements are presented
in thousands of units of Hong Kong dollars (HK$
thousand or HK$’000), unless otherwise stated. These
consolidated financial statements have been approved
for issue by the Board of Directors on 22nd March 2010.

Summary of significant accounting policies

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented unless otherwise
stated.

In June 2009, the Group changed the functional
currency of the Company from Hong Kong dollars to
Renminbi. The details and impact on the financial
statements are described in Note 2.3(a) below.

2.1 Basis of preparation
The consolidated financial statements of Hong Kong
Energy (Holdings) Limited have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRS”). They have been prepared
under the historical cost convention.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 FESHBER#BE@w

2 Summary of significant accounting policies
(continued)

2.1 Basis of preparation (continued) 2.1 REEEm)

The preparation of financial statements in
conformity with HKFRS requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the
process of applying the Group’s accounting policies.
The areas involving a higher degree of judgement
or complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements are disclosed in Note 4.

In 2009, the Group adopted the following
amendments which are relevant to its consolidated
financial statements.

(a) Amendments effective in 2009

e HKAS 1 (Revised), “Presentation of
financial statements”. The revised
standard prohibits the presentation of
items of income and expense (that is
“non-owner changes in equity”) in the
statement of changes in equity, requiring
“non-owner changes in equity” to be
presented separately from owner changes
in equity. All “non-owner changes in
equity” are required to be shown in a
performance statement.

Entities can choose whether to present
one performance statement (the
consolidated statement of comprehensive
income) or two statements (the
consolidated income statement and
consolidated statement of comprehensive
income).

The Group has elected to present one
performance statement: a consolidated
statement of comprehensive income.
The consolidated financial statements
have been prepared under the revised
disclosure requirements.
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FERGH HT - ERENEAERALASES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RRME

2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (continued)
(a) Amendments effective in 2009 (continued)

60 Hong Kong Energy (Holdin

HKFRS 8, “Operating segments”.
HKFRS 8 replaces HKAS 14, “Segment
reporting”. It requires a “management
approach” under which segment
information is presented on the same
basis as that used for internal reporting
purposes. Operating segments are
reported in a manner consistent with the
internal reporting provided to the chief
operating decision-maker (the “CODM”).
The CODM makes strategic decisions.

Amendment to HKFRS 7, “Financial
instruments: disclosures”. The
amendment increases the disclosure
requirements about fair value
measurement and amends the disclosure
about liquidity risk. The amendment
introduces a three-level hierarchy for fair
value measurement disclosures about
financial instruments and requires some
specific quantitative disclosures for
those instruments classified in the lowest
level in the hierarchy. These disclosures
will help to improve comparability
between entities about the effects of fair
value measurements. In addition, the
amendment clarifies and enhances the
existing requirements for the disclosure
of liquidity risk primarily requiring
a separate liquidity risk analysis for
derivative and non-derivative financial
liabilities. It also requires a maturity
analysis for financial assets where the
information is needed to understand the
nature and context of liquidity risk.

gs) Limited Annual Report 2009
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2 Summary of significant accounting policies

(continued)

2.1 Basis of preparation (continued)
(a) Amendments effective in 2009 (continued)

“Improvements to HKFRSs” (issued
in October 2008). The improvements
include 35 amendments across 20
different standards that largely clarify
the required accounting treatment
where previous practice had varied. The
adoption of the improvements in the
current year did not have any significant
impact on the Group’s consolidated
financial statements.

2 FESHBER#BE@w

2.1 wBEE @)

(a)
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T EENFLEN MGG 8
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RRME

2 Summary of significant accounting policies

(continued)
2.1 Basis of preparation (continued)

(b) Standards, amendments and interpretations
to existing standards that are not yet
effective for the year ended 31st December

2 FESHBERBE@

2.1 REEE g

2009 and have not been early adopted by

the Group

New or revised standards, interpretations and amendments

HR] R ERT LR ~ BB RIER]

HKAS 24 (Revised)

B G ERIE 245 (K15R])

HKAS 27(Revised)

ARG ERE275 (ZIEET)

HKAS 32 (Amendment)

BEEFERIEI2R(BETR)

HKAS 39 (Amendment)

BEEFERIEIR (1BETA)

HK(IFRIC)-Int 14 (Amendment)

A (ERMBHREREZES)
e IV ACCHEN)

HK(IFRIC)-Int 17

R (ERYBREREZEY)
—RRBE17R

HK(IFRIC)-Int 18

A (ERMBHREREZES)
—2REE18H

HK(IFRIC)-Int 19

HR(ERYBREREZEY)
—REE19%

HKFRS 1 (Revised)

BAMBRELERF IR (KIERT)

HKFRS 3 (Revised)
BRI BRELER B3R (LIEET)
HKFRS 9

BB B REERIZENR

HKFRS 1 (Amendment)
BAMBRELEMFIREFTAX)
HKFRS 2 (Amendment)
BEVBRELRE2R(BFTR)
HKFRSs Amendments

ERMBHRELEN(BIA)
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“Related party disclosures”

[ AT 55

“Consolidated and separate financial statements”
[7E B B SHRE]

“Classification of rights issue”

[ A% 5 58

“Eligible hedge items”

[GEEERIER

“Prepayments of a minimum funding requirement”

[RIEEEHE 2 BNRK]

“Distribution of non-cash assets to owners”

[AEEAD IR EE]

“Transfer of assets from customers”

(REEPEEEER]

n

“Extinguishing financial liabilities with equity instruments

[AEmS T ARHEERAE]

“First-time adoption of HKFRSs”
[ERRME BB B 2ER

“Business combinations”

[¥H%E0]

“Financial Instruments”

[ERTE|

“Additional exemptions for first-time adopters”
[ EIRERM 2 FBINER R ]

“Group cash-settled share-based payment transaction”
[REREEZRNNFRS ]
Improvements to HKFRSs 2009

CERNEREAM GRS L b

(b) BE-FENFF+-A=+—HIFE
] R 4 4 7] A5 B TS A 12 P IR A 2 2
R~ IEFT R BB R 245

Effective for
accounting

periods beginning

on or after
RUTBEIs 2%
Fita ST HAR AR

Ist January 2011
—2—4%—f-A
1st July 2009
ZEENFLH—H
1st February 2010
—E-TF_f—H
1st July 2009
ZETNF+A—H
1st January 2011
—E——%—H—H

1st July 2009
“TENFLA-A

1st July 2009
“ERAFLA-A

1st July 2010
—T-2FELA-A

1st July 2009
—EENFLH—H
1st July 2009
ZEENF+HA—H
1st January 2013
s bl =
1st January 2010
—F-FF—A-H
1st January 2010
—T-ZF—-H—H
Ist July 2009 or

1st January 2010
“ETNFLA—BA%
—E-TF—-H—H



2 FESHBER#BE@w

2 Summary of significant accounting policies
(continued)
2.1 Basis of preparation (continued) 2.1 REEEm)
(b) Standards, amendments and interpretations b)) BE—_EFENF+-_H=1+—HILFEF

to existing standards that are not yet
effective for the year ended 31st December
2009 and have not been early adopted by
the Group (continued)

The Group has not early adopted the above
standards, amendments and interpretations
and is not yet in a position to state whether
substantial changes to the Group’s accounting
policies and presentation of the financial
statements will result.

2.2 Consolidation
(a) Subsidiaries

Subsidiaries are all entities (including special
purpose entities) over which the Group
has the power to govern the financial and
operating policies generally accompanying
a shareholding of more than one half of
the voting rights. The existence and effect
of potential voting rights that are currently
exercisable or convertible are considered
when assessing whether the Group controls
another entity.

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

18] R £ T A E BTN IR B R 2 2
B > 55T R BB 2R 2 727 ()

0 3 IR S AR R R RS R
BE - BREEERORSEA - ETRE
BEHHARENEHEE R BEE 27
FREKREALED -

22 HERE

(a)

K& 2 &l

MEAR(BRERENER) RAEAKE
BRREREMBELEERRZ AR —R%E
BEBFBRREZBE - RE A TTEKA
ERMEBCRABELFEREZE - 10T
EAEEREEH S —RARTIAER -

MEARNEZEHEEREAKSEERES
EiRE AR REHEKLEAETBES
N
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRME

2 Summary of significant accounting policies 2 FEGHBESEw
(continued)
2.2 Consolidation (continued)

(a) Subsidiaries (continued)

2.2 ZEEEm@m)
(a) BB LEl

The purchase method of accounting is used
to account for the acquisition of subsidiaries
by the Group. The cost of an acquisition
is measured at the fair value of the assets
given, equity instruments issued and liabilities
incurred or assumed at the date of exchange,
plus costs directly attributable to the
acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed
in a business combination are measured
initially at their fair values at the acquisition
date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition
over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as
goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary
acquired, the difference is recognised
directly in the consolidated statement of
comprehensive income.

Inter-company transactions, balances
and unrealised gains on transactions
between group companies 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 in the consolidated
financial statements to ensure consistency
with the policies adopted by the Group.

In the Company’s balance sheet, the
investments in subsidiaries are stated at cost
less provision for impairment losses. The
results of subsidiaries are accounted by the
Company on the basis of dividend received
and receivable.
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2 Summary of significant accounting policies
(continued)
2.2 Consolidation (continued)
(b) Transactions with minority interests

2 FESHBER#BE@w

2.2 HEEEm)
(b) LEREEZXS

(c)

The Group applies a policy of treating
transactions with minority interests as
transactions with parties external to the Group.
Disposals to minority interests result in gains
and losses for the Group that are recorded in
the consolidated statement of comprehensive
income. Purchases from minority interests
result in goodwill, being the difference between
the consideration paid and the relevant share
acquired of the carrying value of net assets of
the subsidiary.

Investment in associated companies
Associated companies are all entities over
which the Group has significant influence
but not control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associated
companies are accounted for using the
equity method of accounting and are initially
recognised at cost. The Group’s investment
in associated companies includes goodwill
(net of any accumulated impairment loss)
identified on acquisition.

The Group’s share of its associated
companies’ post-acquisition profits or losses
is recognised in the consolidated statement
of comprehensive income, and its share of
post—acquisition movements in reserves is
recognised in reserves. The cumulative post-
acquisition movements are adjusted against
the carrying amount of the investment. When
the Group’s share of losses in an associated
company equals or exceeds its interest in
the associated company, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
associated company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRME

2 FESHBERBEw

2 Summary of significant accounting policies
(continued)
2.2 Consolidation (continued)
(c) Investment in associated companies

2.2 HEEEm)
(c) REEENGZRE @)

(continued)

Unrealised gains on transactions between
the Group and its associated companies are
eliminated to the extent of the Group’s interest
in the associated companies. Unrealised losses
are also eliminated unless the transaction
provides evidence of an impairment of the
asset transferred. Accounting policies of
associated companies have been changed
where necessary to ensure consistency with
the policies adopted by the Group.

Dilution gains and losses arising in investments
in associated companies are recognised in
the consolidated statement of comprehensive
income.

In the Company’s balance sheet the
investments in associated companies are
stated at cost less provision for impairment
losses. The results of associated companies
are accounted for by the Company on the
basis of dividend received and receivable.

2.3 Foreign currency translation

(a)

Functional and presentation currency
Following the disposal of the pilot project
in Hong Kong for production of cellulosic
ethanol, management considers there is a
shift of operational and financial focus to the
Company’s PRC operations. Therefore the
Company’s functional currency has changed
from Hong Kong dollars to Renminbi with
effect from June 2009. The consolidated
financial statements are presented in Hong
Kong dollars to facilitate analysis of the
financial information of the Group, which is
listed in Hong Kong. The change of functional
currency has no significant financial impact to
both the Group and the Company.
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2 Summary of significant accounting policies

(continued)

2.3 Foreign currency translation (continued)
(b) Transactions and balances

(c)

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions or valuation where items are
re-measured. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies
are recognised in the consolidated statement
of comprehensive income.

Group companies

The results and financial position of all the
group entities (none of which has the currency
of a hyperinflationary economy) that have
a functional currency different from the
presentation currency are translated into the
presentation currency as follows:

(i) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(i) income and expenses for each
consolidated statement of comprehensive
income 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 dates of the transactions); and

(i) all resulting exchange differences are
recognised as a separate component of
equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRME

2 Summary of significant accounting policies
(continued)

2.3

24

Foreign currency translation (continued)

On consolidation, exchange differences arising
from the translation of the net investment in foreign
operations are taken to shareholders’ equity. When
a foreign operation is partially disposed of or sold,
exchange differences that were recorded in equity
are recognised in the consolidated statement of
comprehensive income as part of the gain or loss
on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

Property, plant and equipment

Property, plant and equipment, comprising
leasehold improvement, plant and machinery, motor
vehicles and furniture, fixtures and equipment
are stated at historical cost less accumulated
depreciation and accumulated impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Depreciation of property, plant and equipment is
calculated using the straight-line method, to write
off their cost over their estimated useful lives or
remaining useful lives for those second-hand assets
and the estimated useful lives are as follows:

Leasehold improvements 5 years
Furniture, fixtures and equipment 5 years
Motor vehicles 5 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
balance sheet date.
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2 Summary of significant accounting policies

(continued)

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

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount (Note 2.7).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within other income/expenses
in the consolidated statement of comprehensive
income.

2.5 Construction in progress

All direct and indirect costs relating to the
construction of property, plant and equipment
including borrowing costs during the construction
period are capitalised as the costs of the assets,
which are classified as construction in progress.
No depreciation is provided on construction in
progress.

2.6 Intangible assets
(a) Goodwill

Goodwill represents the excess of the cost
of an acquisition over the fair value of the
Group’s share of net identifiable assets of the
acquired subsidiary at the date of acquisition.
Goodwill on acquisitions of subsidiaries is
included in intangible assets. Separately
recognised goodwill is tested for impairment
at every reporting date based on the higher
of value in use and fair value less costs
to sell. The goodwill is carried at cost less
accumulated impairment losses. Impairment
losses on goodwill are not reversed. Gains and
losses on the disposal of an entity include the
carrying amount of goodwill relating to the
entity sold.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRMEE

2 Summary of significant accounting policies

(continued)

2.6 Intangible assets (continued)

(a)

(b)

(c)

(d)

(e)

Goodwill (continued)

Goodwill is allocated to cash-generating units
for the purpose of impairment testing. The
allocation is made to those cash-generating
units or groups of cash generating units that
are expected to benefit from the business
combination in which the goodwill arose
identified according to operating segment.

Customer relationships

Customer relationships acquired in a business
combination are recognised at fair value at the
acquisition date. The customer relationships
have a finite useful life and are carried at
cost less accumulated amortisation and
impairment. Amortisation is calculated using
the straight-line method over their estimated
useful lives of 5 years.

Software technology know-how

Software technology know-how acquired in
a business combination is recognised at fair
value at the acquisition date. The software
technology know-how has a finite useful
life and is carried at cost less accumulated
amortisation and impairment. Amortisation is
calculated using the straight-line method over
its estimated useful life of 5 years.

Biomass technology

Separately acquired biomass technology has
a finite useful life and is carried at cost less
accumulated amortisation and impairment,
if any. Amortisation is calculated using the
straight-line method over its estimated useful
life of 5 years.

Computer software

Separately acquired computer software has
a finite useful life and is carried at cost less
accumulated amortisation and impairment.
Amortisation is calculated using the straight-
line method over its estimated useful life of 5
years.

70  Hong Kong Energy (Holdings) Limited Annual Report 2009

2 FESHBERBEw

6 BEE®@m)

(a)

(b)

(c)

(d)

(e)

& ®)

HEeRRENREN S REZBRESELS
i DEEFEHRARELE S BER2EHE
EXZEBeaMPEacEReELEN
NEABRSEEEN o

EFEFR
REBEHBREPESZEFBRIZKES

BZRVERR FEPBARZERFEHE
R SRR R AT B 5 MR (E S R - #EHTD
REMFHERAFPRFURREAE

B B A a8
REBE HHEREHES 2 Tl Faz ik
BEAZATERR - SRRz ER

FHER - RRAR R FOBETIR
BH R A ERFRAFAERATE -

EYELM
ERESZEMERMERFRER » BK
AR R AT SH SR E (28 ) 51 Bk  BEE 0%
HiEHERFPRFUNEREAE -

ERB1F
BRI &S EMEHERFHRER - KA
A RS MOBEARR o B R RS
ERFHRRFUERETE -



2 Summary of significant accounting policies
(continued)

2.7

2.8

Impairment of investments in subsidiaries,
associated companies and non-financial assets
Assets that have an indefinite useful life, for
example goodwill, are not subject to amortisation
and are tested annually for impairment. Assets
that are subject to amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs to sell and value-in-use. For
the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating
units). Assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the
impairment at each reporting date.

Financial asset

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss and loans and receivable. The classification
depends on the purpose for which the financial
assets were acquired. Management determine
the classification of its financial assets at initial
recognition.

(a) Financial assets at fair value through profit

or loss

Financial assets at fair value through profit
or loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling
in the short term. Derivatives are classified as
held for trading unless they are designated as
hedges. Assets in this category are classified as
current assets.

Loans and receivables

Loans and receivables are classified as “trade
and other receivables” and “cash and cash
equivalents” in the balance sheet. They
are included in current assets, except for
maturities greater than 12 months after the
balance sheet date. These are classified as

(b)

non-current assets.

2 FESHBER#BE@w

2.7

2.8

RETBAT - BEQ
e
HERERAERAFHEE(NHE) BERK -
1E¢Et¢iﬁﬁﬂfﬁ ﬁlﬁ Eﬁﬁ&ﬁ%ﬁ%ﬁﬁa - RIZA

ARFERMEEZRE

TEHT T ﬁdﬁ*ﬁﬁ é?ﬁéﬁfﬁmﬁﬁTW@

ZERERRRERRE - IRESBEREEZR

FERLERAREREEMERT 2L - ¥

AHzRER - BEZNA DRBRESRE (AR

TELBM)&RNEMETHE - WEHBMINZE

ELBRRE  REeE2%EPEHRBEREEZ
AZ/H:_O

ERMEE
AEEBETHEESBNT  BRAFEEERR
RINBRA R ER R EUK - BT ABFBEAR

MEEROME - EEEEVSHERFRAERLS
BMEENDHE -

(a) BAFEERDZIIREMEE

BAFEERSRIIGZEREERTIFE

BCEREE - WBEAZEZZENRENH

WHE - BIZEREERLER D - BRIk

?W“{’E‘ﬁ/ﬂp C BAPTATARBDBAIFIEER
c WHEREENBARBEE -

BB
ERLEBFNEERBERD AR ERER
&,ﬁ\ﬁﬂﬁgqﬁl AR RERREEEBY] - ZF
BEFALDEE  HIHABREERR
12[AAERIN - ZFEENBRIERBEE

b) B

BBHMEER (ZR) BRIV -SZNFER

71



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 FESHBERBEw

2 Summary of significant accounting policies
(continued)
2.8 Financial asset (continued)

2.8 EWMEE @)

Regular purchases and sales of financial assets are
recognised on the trade-date — the date on which
the Group commits to purchase or sell the asset.
Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction
costs are expensed in the consolidated statement
of comprehensive income. Financial assets are
derecognised when the rights to receive cash
flows from the investments have expired or have
been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and
receivables are subsequently carried at amortised
cost using the effective interest method.

Gains or losses arising from changes in fair value
of the “financial assets at fair value through profit
or loss” category are presented in the consolidated
statement of comprehensive income within other
income/expenses, in the period in which they
arise. Dividend income from financial assets at fair
value through profit or loss is recognised in the
consolidated statement of comprehensive income
as part of other income when the Group’s right to
receive payments is established.

For the purposes of assessing the fair value of
unlisted securities, the Group established fair value
by using valuation techniques. These include the
use of recent arm’s length transactions, reference
to other instruments that are substantially the same,
discounted cash flow analysis and option pricing
models, making maximum use of market inputs
and relying as little as possible on entity-specific
inputs.

The Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a group of financial assets is impaired.
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2 FESHBER#BE@w

2 Summary of significant accounting policies
(continued)

2.9 Trade and other receivables 2.9 FEURBRFN I Efth FE UL R

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest
method, less provision for impairment. A provision
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 the receivables.
Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency
in payments (more than 30 days overdue) are
considered indicators that the trade receivable
is impaired. The amount of the provision is the
difference between the asset’s carrying amount and
the present value of estimated future cash flows,
discounted at the original effective interest rate.
The amount of the provision is recognised in the
consolidated statement of comprehensive income
within other expenses. When a trade receivable is
uncollectible, it is written off against other expenses
in the consolidated statement of comprehensive
income. Subsequent recoveries of amounts
previously written off are credited to other income
in the consolidated statement of comprehensive
income. If collection of trade and other receivables
is expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

2.10 Other payables

Other payables are initially measured at fair value
and subsequently measured at amortised cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRMEE

2 Summary of significant accounting policies
(continued)

2.1

2.12

2.13

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities of
three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current
liabilities on the balance sheet.

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net
of tax, from the proceeds.

Current and deferred income tax

The tax expense for the year comprises current and
deferred tax. Tax is recognised in the consolidated
statement of comprehensive income, except to the
extent that it relates to items recognised directly in
equity. In this case, the tax is also recognised in
equity.

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company’s subsidiaries and associates
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet
date and are expected to apply when the related
deferred income tax asset is realised or the deferred
income tax liability is settled.
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2 Summary of significant accounting policies
(continued)

2.13

2.14

Current and deferred income tax (continued)
Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the
temporary difference is controlled by the Group and
it is probable that the temporary difference will not
reverse in the foreseeable future.

Convertible note

Compound financial instruments issued by the
Group comprise convertible notes that can be
converted to share capital at the option of the
holder, and the number of shares to be issued does
not vary with changes in their fair value.

The liability component of a compound financial
instrument is recognised initially at the fair value
of a similar liability that does not have an equity
conversion option. The equity component is
recognised initially at the difference between the fair
value of the compound financial instrument as a
whole and the fair value of the liability component.
Any directly attributable transaction costs are
allocated to the liability and equity components in
proportion to their initial carrying amounts.

Subsequent to initial recognition, the liability
component of a compound financial instrument
is measured at amortised cost using the effective
interest method. The equity component of a
compound financial instrument is not re-measured
subsequent to initial recognition except on
conversion or expiry.

When the note is converted, the relevant equity
component and the carrying amount of the liability
component at the time of conversion are transferred
to share capital and share premium for shares
issued. When the note is redeemed, the relevant
equity portion is transferred to retained profits.
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e RRMEE

2 Summary of significant accounting policies
(continued)
2.15 Employee benefits
(a) Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered
by employees up to the balance sheet date.

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

(b) Defined contribution plans
The Group operates a mandatory provident
fund scheme (“MPF"”) and employee pension
schemes established by municipal government
in the People’s Republic of China (“PRC”) for
the eligible employees in Hong Kong and the
PRC respectively.

The Group’s and the employees’ contributions
to the MPF comply with the related statutory
requirements. The Group has no further
payment obligations once the contributions
have been paid. The Group’s contributions to
the MPF are expensed as incurred and are not
reduced by contributions forfeited by those
employees who leave MPF prior to vesting fully
in the contributions. Prepaid contributions
are recognised as an asset to the extent that
a cash refund or a reduction in the future
payments is available. The assets of MPF are
held separately from those of the Group in
independently administered funds.

216 Provisions
Provisions are recognised when the Group has a
present legal or constructive obligation as a result
of past events, it is probable that an outflow of
resources will be required to settle the obligation,
and a reliable estimate of the amount can be made.

76  Hong Kong Energy (Holdings) Limited Annual Report 2009

2 FESHBERBEw

2.15 EEER
(a) IESEZRH

BERZFZFBRINEERRZERER
ARAFERARERESEAZRBEFE
MELZ FR2 G5B ETERE

BB EEmEBRERNME BRI SR -

(b) EREHRFETE

AEBEZRBREIEAFERFTE([RES]) R
A EARLME ([ ])mBAKY 2 E
BRREFE - DRIEREBRPEZEER
EES2HE.

=R

AREE N EBORABEP B R BIEEF
AR - INERE - AEESEELE SN
REME - AREYRES 2 HARELRT
BRI - MASHREENEHEH HRA
TH2HEBEEMEORMZ HR - WHRR
BRREARRFEIR, - B HAGHERS
BE - BREZEEEAREMEESH &
BUEEIETER -

EAKERCBRLEZFHMEERA AR
EEME RAAEFSEALERAENEME L
BeerISeibrt B RASRRRT - RIS TR -



2 Summary of significant accounting policies
(continued)

2.16

217

2.18

Provisions (continued)

Provisions are measured at the present value of
the expenditures expected to be required to settle
the obligation using a pre-tax that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the
provision of services in the ordinary course of
the Group’s activities. Revenue is shown net of
business tax within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of
the Group’s activities as described below. The
amount of revenue is not considered to be reliably
measurable until all contingencies relating to
the sale have been resolved. The Group bases
its estimates on historical results, taking into
consideration the type of customer, the type of
transaction and the specifics of each arrangement.

(i) Revenue from provision for software
development service is recognised when the
services are rendered.

(i) Interest income is recognised on a time
proportion basis using the effective interest
method.

(iii) Dividend income is recognised when the right

to receive payment is established.

Operating leases

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases. Payments
made under operating leases (net of any incentives
received from the lessor) are charged to the
consolidated statement of comprehensive income
on a straight-line basis over the period of the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRMEE

2 Summary of significant accounting policies
(continued)

2.19

2.20

Contingent liabilities

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence of one or
more uncertain future events not wholly within
the control of the Group. It can also be a present
obligation arising from past events that is not
recognised because it is not probable that outflow of
economic resources will be required or the amount
of obligation cannot be measured reliably.

A contingent liability is not recognised but is
disclosed in the notes to the financial statements.
When a change in the probability of an outflow
occurs so that the outflow is probable, it will then be
recognised as a provision.

Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

3 Financial risk management

3.1

Financial risk factors

The Group’s activities expose it to a variety of
financial risks: foreign exchange risk, credit risk
and liquidity risk. The Group’s major financial
instruments include trade and other receivables,
cash and cash equivalents, other payables and
a convertible note. Details of these financial
instruments are disclosed in the respective notes.

It is the policy of the Group not to enter into
derivative transactions for speculative purposes.
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3 Financial risk management (continued) 3 HMKEREE@
3.1 Financial risk factors (continued) 3.1 MERBEEm®

The Board of Directors focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Board of Directors
reviews and agrees policies for managing each of
these risks and they are summarised below.

(a) Foreign exchange risk
The Group operates mainly in Hong Kong and
Mainland China and is exposed to foreign
exchange risk arising from various currency
exposures, primarily with respect to United
States dollars (“US dollars”) and Hong Kong
dollars.

The Group currently does not have any
foreign currency hedging policy. However,
the management of the Group monitors the
foreign exchange exposure closely and will
consider hedging significant foreign currency
exposure should the need arise.

As at 31st December 2009, if US dollars
and Hong Kong dollars had strengthened/
weakened by 5% against Renminbi
respectively, with all other variables held
constant, the Group’s profit before income
tax would have been HK$106,000 and
HK$7,524,000 higher/lower respectively.

(b) Credit risk
The Group is exposed to credit risk in its cash
and cash equivalents and trade and other
receivables.

The carrying amount of cash and cash
equivalents and trade and other receivables
represent the Group’s maximum exposure to
credit risk in relation to its financial assets.

To manage the credit risk associated with cash
and cash equivalents, most of the deposits
are mainly placed with certain state-owned
banks in the PRC which are high-credit-quality
financial institutions and banks with high
credit rankings in Hong Kong.
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e IS RRMEE
3 Financial risk management (continued) 3 HMKEREEm

3.1 Financial risk factors (continued)
(b) Credit risk (continued)

3.1 BEEEZE@m
(b) ZEREE @)

(c)

To manage the credit risk associated with
trade and other receivables, the Group adopts
risk control to assess the credit quality,
determine credit limits and approve credits of
the customer and debtors, taking into account
their financial position and past experience.
The Group has monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts.

The Group is mainly engaged in the
software development business and trade
receivables are mainly derived from a few
major customers who have good credit
history. In order to minimise the credit risk,
management continuously monitors the
level of exposure to ensure that corrective
actions are taken promptly to lower the risk
exposure. Accordingly, the directors believe
that adequate credit provision has been made
during the year.

Liquidity risk

Liquidity risk is the risk that the Group is
unable to meet its current obligations when
they fall due. The Group measures and
monitors its liquidity through the maintenance
of prudent ratios regarding the liquidity
structure of the overall assets, liabilities, loans
and commitments of the Group. The Group
also maintains a conservative level of liquid
assets to ensure the availability of sufficient
cash flows to meet any unexpected and
material cash requirements in the course of
ordinary business.

Given the Group’s cash position as at 31st
December 2009, the Group is able to meet its
current obligations and capital commitments
which fall due within the next twelve months.
Apart from internal sources of funding, the
Group is actively seeking funds to finance its
future capital expenditure commitment from
external sources, and if necessary, financial
support from its parent company. In addition,
the timing of incurring capital expenditure is
under the control of the Group.
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3

Financial risk management (continued)
3.1 Financial risk factors (continued)
(c) Liquidity risk (continued)

The following table details the Group’s
contractual maturity for its financial liabilities
at the balance sheet date. The table has been
drawn up with reference to the undiscounted
cash flows of financial liabilities based on the

B R bR B B ()
3.1 BEEEZE@m
(c) HEEZEE =)

TRAVNARERGEERAMBRBEZAOE
H1A - TRID2ZEAREANRZ &R AH
MBBEBEZARERASRERE - HRRR
FEIK BT ZEARIH 2 EHEE
REREE -

earliest date on which the Group is required
to pay. Balances due within 12 months equal
their carrying balances as the impact of
discounting is not significant.

Later than
1 year but
No later than no later than
1 year 5 years Total
EBR—FE
—FR TEREF #ast
HK$'000 HK$'000 HK$'000
FAT THT FHT
Group AEHE
At 31st December 2009 RZZEENF
+=-—A=+—~H”
Other payables H A e 8,387 - 8,387
Convertible note AR EE - 83,055 83,055
At 31st December 2008 RZZTENF
+=-A=+—8H
Other payables E RN 3,520 - 3,520
Later than
1 year but
No later than no later than
1 year 5 years Total
BR—FE
—FA TERRF HaEt
HK$'000 HK$'000 HK$'000
FHT FHET THT
Company ViN/NE]
RZEZTNF
At 31st December 2009 +=—A=+—H
Other payables E bR 4,824 - 4,824
Convertible note AN IR - 83,055 85,055
RZZTZNFE
At 31st December 2008 +=A=+—H
Other payables E e R 1,458 - 1,458
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e TR MR
3 Financial risk management (continued)

3.2 Capital risk management
The Group’s objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

The Group monitors capital by reviewing the
capital structure. The capital structure of the
Group consists of debt and equity attributable to
equity holders of the Company, as shown in the
consolidated balance sheet. The Group considers
the cost and the risk associated with the capital. In
order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, raise new debt financing, issue new
shares, share option and warrants or conduct share
buy-backs.

3.3 Fair value estimation

The fair value of financial instruments that are
not in an active market is determined by using
valuation techniques. The Group makes reference
to professional valuations where necessary and uses
a variety of methods and makes assumptions that
are based on market conditions existing at each
balance sheet date.

The carrying value less impairment provision of
trade and other receivables and the carrying value
of other payables approximate their fair values due
to their short maturities.

Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions 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.
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4  Critical accounting estimates and judgements
(continued)

(a)

(b)

Estimated impairment of intangible assets

The Group tests whether intangible assets have
suffered any impairment whenever events or
changes in circumstances indicate that the carrying
amount may not be recoverable in accordance with
the accounting policy. The calculations use pre-
tax cash flow projections based on the next five
financial years.

Estimates of sales, profit margin (before interest,
tax, depreciation and amortization expenses)
and operating cash outflows are based on the
business unit's past performance and management
expectations for future development of the market
and the business. The discount rates used are pre-
tax and reflect specific risks relating to the relevant
segments.

An impairment charge of HK$817,000 arose in
the software development business during the
year, resulting in the carrying amount of the cash
generating unit being written down to its recoverable
amount. If the budgeted sales used in the value-
in-use calculation for the software development
business had been 1% lower than management’s
estimates at 31st December 2009, the Group
would have recognised a further impairment of
HK$205,000.

If the estimated pre-tax discount rate applied to the
discounted cash flows for the software development
business had been 1% higher than management’s
estimates, the Group would have recognised a
further impairment of HK$38,000.

Income taxes/deferred taxes

The Group is subject to income taxes in numerous
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which
ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for potential tax exposures based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will affect the income
tax and deferred tax provision in the period in which
such determination is made.
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4 EXGFHEFTRAE @

4  Critical accounting estimates and judgements

(continued)

(c) Allowances for bad and doubtful debts
The policy for allowance of bad and doubtful
debts of the Group is based on the evaluation of
collectability and ageing analysis of receivables
and on management’s judgement. A considerable
amount of judgement is required in assessing the
ultimate realisation of these receivables, including
the creditworthiness and the past collection history
of each customer.

Segment information

The chief operating decision maker has been identified
as the directors of the Company (the “Directors”). The
Directors review the Group’s internal reporting in order
to assess performance, allocate resources and make
strategic decisions. The Directors have determined that
the operating segments are the same as the business
segments previously identified under HKAS 14, “Segment
Reporting”. The reportable operating segments are
alternative energy and software development.

The Directors assess the performance of operating
segments based on a measure of segment results. This
measurement basis excludes the effects of non-recurring
expenditure from the operating segments, such as gain
on disposal of subsidiaries, excess of fair value of net
assets acquired over cost of acquisition of an associated
company and provision for impairment losses. Other
information provided to the Directors is measured in a
manner consistent with that in the financial statements.

Total segment assets exclude deferred tax assets and
corporate assets which are centrally managed. This is
part of the reconciliation to total consolidated balance
sheet assets.
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Segment information (continued) 5 Z2H&ER@

The segment information provided to the Directors for the A 2o HMESREEE —_SETNER BT NE
reportable segments for the years ended 31st December TZA=T—HRIEFEZHEERAT :

2009 and 2008 is as follows:

2009 2008
“EENE —TTN\F
Total Total
Alternative Software reportable  Alternative Software reportable
energy  development segments energy  development segments
PES: PES:

BRER g% ofesr ERER BHEZ o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRT TRT TAT TET TET TET

Revenue Yoz - 10,609 10,609 - 13,877 13,877
Segment results DEpEELE (5,369) (3,135) (8,504) (11,879) (8,034) (19,913)
Provision for impairment losses REEERE - (817) (817) - (58,694) (58,694)
Gain on disposal of subsidiaries HERB AT 1,624 - 1,624 - - -
Share of loss of an associated EfE—RE N A

company B (289) - (289) - - -
Excess of fair value of netassets B AEFEL D

acquired over cost of acquisition  F{EFAH I IE—

of an associated company BERAKA 85 27,693 = 27,693 - - -
Finance income - net MBBA - 558 8 106 114 1 330 331
Profit/(loss) before income tax FrisRanaR,/ (B18) 29,667 (3,846) 25,821 (11,878) (66,398) (78,276)
Income tax (expense)/credit FEH(A%) /K% (14,862) 526 (14,336) - 5871 5871
Profit/(loss) for the year AEZHER,/(FE) 14,805 (3,320 11,485 (11,878) (60,527) (72,405)
Depreciation e - 512 512 9 1,167 1,176
Amortisation B 2,456 2,023 4479 4,200 6,170 10,370
Provision for impairment losses ~ JRi{AES B

— goodwill —EE - = = - 42,044 42044

— customer relationship and

software technology -BFERREH
know-how Al AR = 817 817 - 16,650 16,650

BBMER(ER) BRIV -FZNFFR 85



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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5 Segment information (continued) 5 &R @
The segment assets as at 31st December 2009 and R-EZNER —EENEFE+-_HA=+—HZHoHEE
2008 are as follows: mr
2009 2008
“ETHEF —TENF
Total Total
Alternative Software reportable  Alternative Software reportable
energy development segments energy  development segments
2 S
BREER e AEEE BERER Y% DEEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FHT TEx TET FET
Total segment assets NBEERE 217,863 20,985 238,848 43914 24,933 68,347
Total segment assets include: NHEEBERRE:
Investment in associated companies REEE AT 2 & 208,076 = 208,076 -
Additions to non-current assets RNEERBEE 6,495 358 6,853 31,500 166 31,666
A reconciliation of profit/(loss) for the year of reportable WO ARFEERF, (BB BAEBAFERF,
segments to profit/(loss) for the year of the Group is (JE?TE)%?EEZZDT-
provided as follows:
2009 2008
—EFENF —ETNF
HK$'000 HK$'000
T FHET
Profit/(loss) for the year of reportable segments  A] 2D AREE ZF],(FE) 11,485 (72,405)
Unallocated amounts — corporate expenses KofieE—1ERL (23,167) (22,302)
Loss for the year AEFEBE (11,682) (94,707)
Reportable segments assets are reconciled to total assets A 2RO EEREELBEEENT:
as follows:
2009 2008
ZETNF —EETN\F
HK$'000 HK$'000
THET T
Total segment assets DEEELE 238,848 68,847
Deferred income tax assets REFSTHEE - 203
Corporate assets EEE
— cash and cash equivalents —RENIREEEY 156,967 258,560
— others —H b 236 390
Total assets BEME 396,051 328,000

86 Hong Kong Energy (Holdings) Limited Annual Report 2009




Segment information (continued) 5
The total non-current assets (excluding deferred tax
assets) by geographical location are detailed below:

Hong Kong B

The PRC F

Japan AR

Total non-current assets FRBEERE
For the years ended 31st December 2009 and 2008,

the Group’s revenue for reportable segments is solely

from external customers and is attributable to the Japan
market.

For the year ended 31st December 2009, the Group

has one customer with revenue exceeding 10% of the
Group's total revenue (2008: one customer). Revenue

from that customer amounted to HK$10,013,000 (2008:
HK$13,281,000). These revenues are attributable to
software development.

Other expenses 6
Provision for impairment losses on REEERE

—HE

— goodwill

7 EBE B m)

BB S 2 IR EERE(TBIEREHIEEE)F
T

2009 2008

—FENF —EENF

HK$'000 HK$'000

FHET FHET

335 27,300

217,033 9,001

- 18

217,368 36,319
BE-_ZTNFR_ZEENF+_A=+—HIFE "

AEBA 2RH Bz WHEEREBINREF MFEEBAT

(ECRENFT _A=+—HLEFE - Zﬁ’iljﬁ—%
BEEAERGBEAREAK D Z10%(ZFTF\F :
—%%3)5) o KB REF 2 M #4310,013,000/8 7T (=

— customer relationship and software technology — & F B8R K& &4 B2 4ilg

know-how

FNGE

Z/\FF 113,281,000 7T) * WalR B ]I FEE -
HAtbhi X
2009 2008
—ETHRE  —TTNF
HK$'000 HK$'000
TET T
- 42,044
817 16,650
817 58,694
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e RRMEE

7 Expenses by nature

Auditor’s remuneration

Amortisation of intangible assets (Note 17)

Depreciation of property, plant and
equipment (Note 15)

Net exchange losses

Loss on disposal of property, plant
and equipment

Employee benefit expenses (including
directors’ emoluments) (Note 10)

Operating lease rental

Research and development expenditure

Corporate expenses

Donations

Legal and professional fees

Management service fee

Other expenses

8 Finance income and costs

Finance costs:
— interest expenses on bank borrowings
wholly repayable within 5 years

Finance income:
— interest income on bank deposits

Finance income — net
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1 BRHMEEDZRAX

2009 2008

—EENF —EENFE

HK$'000 HK$'000

FHET FBT

ZEET N & 950 1,219

ER A EEE(NEL7) 4,529 10,390
VI - MR REITE

(PftsE15) 512 1,176
0 H 18R 57 377
Y% - B NRELEEER

- 4
EEBIRZ(BIEEENE)

(K17¥10) 16,457 17,662
KRETHEMRS 1,140 1,563
MERFAEER 323 6,870
PEMAY 1,647 2,982
B - 2,500
FEREREEER 5,437 7,578
BIERSE 5,875 4216
HEFEx 5,682 3,230

42,609 59,767

8 MBWARBERA

2009 2008

—ETNF —EENF

HK$'000 HK$'000

THET FHET
BEMA

—BRAFRNEIEEZ

IRITIE R SR - (160)
BFEUR A

—IRITE R BUA 443 3,074
B FSURA — F 58 443 2,914




9 Directors’ and senior management’s 9 EEREAEEEMS
remuneration

(a) Directors’ emoluments (a) EE=M<
The remuneration of every Director for the year BREEREBEE_ZEZANF+_A=+—HILEE
ended 31st December 2009 is set out below: ZElewmT -
Employer’s
Salary contribution
& other  to pension
Fees benefits scheme Total
ek RKSEE
we HEMmF 2EEHERK HaEt
Name of Director EENS HK$'000 HK$'000 HK$'000 HK$'000

TR TR THTT TAT

OEl Kang, Eric = 75 1,320 12 1,407
YUNG Pak Keung, Bruce® A{H5RD 24 1,158 5 1,187
TSANG Sai Chung, Kirk@ o A @ 51 739 9 799
CHAN Kwok Fong, Joseph® ek [ 55 @ 51 739 8 798
LIU Zhixin 25 75 - - 75
LEUNG Wing Sum, Samuel g s 75 1,600 12 1,687
ZHANG Songyi RMEE 150 - - 150
TANG Siu Kui, Ernest Bk By 150 - - 150
YU Hon To, David BEE 150 - - 150
801 5,556 46 6,403
Notes: BiE -
(1) Appointed on 4th September 2009 (1) RZZETNFNALAEZE
(2) Resigned on 4th September 2009 (2) RZZETNFNAEAEHTE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e EmERME
9 Directors’ and senior management's 9 EERSAEEEMES@
remuneration (continued)
(a) Directors’ emoluments (continued) (a) EEM< @0
The remuneration of every Director for the year BREERBE_ZEZENF+_A=+—HILEE
ended 31st December 2008 is set out below: ZBlemT -
Employer’s
Salary contribution
& other  to pension
Fees benefits scheme Total
Fek RKeEE
we BEM@F 2EEHERK HEt
Name of Director EENS HK$'000 HK$'000 HK$'000 HK$'000
FAT FHET FAT FAT
OEl Kang, Erictv =l b4 700 7 761
TSANG Sai Chung, Kirk® & A 54 700 7 761
CHAN Kwok Fong, Joseph® PR B0 75 ) 54 700 7 761
LIU Zhixin® 2EHO b5 - - 55
LEUNG Wing Sum, Samuel® ZREEZR@) 6 100 1 107
CHEN Libo® Ry LE) 36 708 4 748
ZHANG Songyi® EYCEAY 109 - - 109
TANG Siu Kui, Ernest® BB 109 - - 109
YU Hon To, David® BNEEW 109 - - 109
KOO Ming Kown® [ZEERER) — _ _ _
CHUI Kam Wai® HERE® - - - -
John Quinto FARINA® John Quinto FARINA® - - - _
LIU Xue Qing® 2|EEo - 146 2 148
YEOH Teck Hooi® aEE 45 - 1 46
CHAM Yau Nam® SEhEe 56 - - 56
LEUNG Wai Hung® P23y 100 56 - - 56
CHOI Man Chau, Michael® Z20ME 56 - - 56
799 3,054 29 3,882
Notes: 5T -
(1) Appointed on 10th April 2008 (1) RZTEENFHA+HEEZE
(2)  Appointed on 1st December 2008 (2 RZZZTN\F+-A—BEZE
(3)  Appointed on 10th April 2008 and resigned on 30th Q) RIZZ N\FWAT+HEZIERR=ZZ/\FhA
September 2008 =+ HET
(4) Resigned on 2nd February 2008 4) RZZEENF_AZHEE
(5) Resigned on 10th April 2008 B RZZEENFHA+HEE
(6) Appointed on 2nd February 2008 and resigned on 6) R-ZEZN\F-_A-HEZIMRN-_ZTZTN\FNA
10th April 2008 +BEHE
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10

Directors’ and senior management’s

remuneration (continued)

(b) Five highest paid individuals
The five individuals whose emoluments were
the highest in the Group for the year include five
directors (2008: five) whose emoluments are
reflected in the analysis presented above.

Employee benefit expenses

Wages, salaries and other benefits

Provision for unused annual leave

Pension costs — defined contribution plan
(Note a)

Charged to consolidated statement
of comprehensive income (Note 7)

Notes:

(a) The Group operates the MPF scheme under the Hong
Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF scheme is
a defined contribution retirement scheme administered
by independent trustees. Under the MPF scheme, the
employer and its employees are each required to make
contributions to the scheme at 5% of the employee’s
relevant income, subject to a cap of monthly relevant
income of HK$20,000. Contributions to the scheme vest
immediately. The Group’s contribution to the employee
pension scheme in the PRC is at a percentage in
compliance with the requirements of respective municipal
governments.

(b)  Contributions totaling HK$123,000 (2008: HK$107,000)
were payable under the MPF scheme at 31st December
2009.

9 EELSAEEEME@

(b)) EEMERBAL

FR-AKELEMERSATERAR(ZFT
NE: AR)EF  EMEFHBER XD -

10 BEBABX

TE - HFrekHMmEN

RE R R

RIRERA—
ERME B (M ta)

e 2 EBARER
(B3E7)

2009 2008
—EENF —ETN\F
HK$'000 HK$'000
FHET FET
16,317 17,369

17 183

123 110
16,457 17,662

GEX

(a)

AEBZRBRE BRI B2 EIGD 2 RERIL—E
BEEFE - ZAtEIRARBEEBEBIEIZIEZER
&k - sRED st B BBLEFEATE 2 ERHEFURK
BETE - REBRESIHE - ETNEEHARRESH
BABZb% AT EIELMR - BEEAZHBARLRA
20,0008 7T ° B RBEENE G N ES - AEERT
B[ & 8RS EEH Z RV IRIR BT BT RE
ZHADREL -

4 123,000 L (ZZFZ/\F : 107,000 70) 2 H57AE
BERESHEN _SEAF+- A=+ BRESY
fit -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RRME

11

Income tax (expense)/credit

No provision for Hong Kong profits tax has been made
as the Group has no assessable profit for the year (2008:
Nil). Taxation on overseas profits has been calculated on
the estimated assessable profit for the year at the rates
of taxation prevailing in the countries in which the Group
operates.

11

R (FX) H%
RRASEF AL EERTOEHN - WA BERBEBNEH

IEHBE(— BB /E © 1) « BANRISRIRIBE Afh
SHERBORF] - RARERBAERR Y S EAHE
e -

2009 2008
“ETAF —TT\E
HK$’000 HK$'000
FHT T
Current income tax B HATS
— Overseas tax credit/(expense) —BINRIEER R, (%) 23 (37)
— Over provision in prior years — AEFE BB REE = 1,092
* Deferred income tax expense in respect of PR B EFE 2 A TE
excess of fair value of net assets acquired JEB H U R — P B 2 R RIRKAR
over cost of acquisition of an associated ZHEERTETS RS
company (Note 30) (MI7E30) (12,385) -
Deferred income tax (expense)/credit, net EEFERHR (X)), e F58
(Note 25) (Ff5E25) (1,974) 5,908
Income tax (expense)/credit PR (Fx), R (14,336) 6,963

Deferred income tax was provided for the excess of the
fair value of the net assets acquired over the cost of
acquisition of an associated company based on a tax
rate of 25%. On a net basis, the excess of the fair value
of the net assets acquired over the cost of acquisition is
HK$15,308,000, being the fair value gain of the net assets
acquired of HK$27,693,000 less attributable deferred
income tax of HK$12,385,000.
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* EEPRSTRYBPTRIEEEFE L AT ER LR E

B R BIAR 2 BRI R 25% TR - IUFER
HET - PRiBEEFE 2 X T EBLEEKRA 2 858
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11

12

Income tax (expense)/credit (continued)

The tax on the Group’s profit/(loss) before income tax
differs from the theoretical amount that would arise using
the weighted average tax rate applicable to profits of the
consolidated entities as follows:

11 FBHEX), Eewm
REBASHATRAN(E8) 218 - EEBINEFEY
BMEMERARAFLERNZIERmRIBESINT ¢

2009 2008
—ETNF —EENF
HK$'000 HK$'000
FiET FiBT
Profit/(loss) before income tax: Frisfianafl, (EE) 2,654 (101,670)
Add: share of loss of an associated company o EE—REEE A RER 289 -
Less: excess of fair value of net assets B BB EEFE 2 AT EB T EE
acquired over cost of acquisition of — B & A B AR 2 BhEE (F97E30)
an associated company (Note 30) (27,693) -
(24,750) (101,670)
Tax calculated at the domestic rates applicable $ZERBIR 2% F],(EE ) FriEf
to profits/(loss) in the respective countries Bl AR R E 2 Bi1E 4,435 18,864
Expenses not deductible for taxation purpose AR Z F S (5,244) (7,543)
Income not subject to tax BAZRBUA 1,335 453
Tax losses not recognised KRIER 2 FHIAEE = (5,903)
Deferred income tax expense in respect of BB EEFEZ AT EBE
excess of fair value of net assets acquired g B — B & A BRI 2
over cost of acquisition of an R REMSHAX
associated company (Note 30) (K$7E30) (12,385) -
Withholding tax arising from acquisition of AU g — e AR MEE 2
an associated company (Note 25) FER (M EE25) (2,477) -
Over provision in prior years VA F[E BRE R = 1,092
Income tax (expense)/credit s (Ax) e (14,336) 6,963

The weighted average applicable tax rate was 17.9%
(2008: 18.6%).

Deferred income tax expense of HK$1,163,000 arising
from the equity component on convertible note was
charged directly to equity (2008: Nil).

J.I.C. (Macao Commercial Offshore) Company Limited,
a wholly owned subsidiary of the Company, is exempted
from Macao Complementary Tax in accordance with the
Macao Decree Law No. 58/99/M.

Loss attributable to equity holders of the
company
The loss attributable to equity holders of the Company is

dealt with in the financial statements of the Company to
the extent of HK$16,270,000 (2008: HK$72,900,000).

I ERRERLTI%(ZTT)\F  18.6%) °

HREBRESEODAELEZREMSHRAX
1,163,0008 T i B At AEm(— T T N\F : &) -

RIBIBPVES FE8/99/MSE - AR EEME LR FIHEM
ORPIBER B R RS ) BIR A RIEM BRI SHT
o

12 AAFRREDITAARGEER

MR R BEREREIE 2 AN A R BRER T AEHE
18/316,270,000/8 7T (ZZFZ \ 4 : 72,900,000 7T) °
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e EmERME
13 Loss per share 13 BREE
(a) Basic (a) BEX

Basic loss per share is calculated by dividing the
loss attributable to equity holders of the Company
by the weighted average number of ordinary shares
on issue during the year.

Loss attributable to equity holders of the
Company (HK$ thousand)

Weighted average number of ordinary
shares on issue

Basic loss per share (HK cents per share)

(b) Diluted
Diluted loss per share for the year ended 31st
December 2009 is equal to the basic loss per
share as the bonus warrants and convertible note
outstanding during the year had anti-dilutive effects
on the basic loss per share.

Diluted loss per share for the year ended 31st
December 2008 has not been disclosed as there
were no dilutive potential shares in issue for the
year ended 31st December 2008.

14 Dividends

No dividend was proposed and paid for the year ended
31st December 2009 (2008: Nil).
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BERITE BB
BREXRER (BB

FRERBRVIZARRRREREE ARBEE
BRFADCETEBRRIMEFIEEE -

ARFIBREGERE AREER
(F#%7T)

2009 2008
—ETNE —TTNF
(10,431) (89,720)
765,863,051 763,534,755
(1.36) (11.75)

(b) #E
HREBE_ZETNF+ _A=+—"BHLFEZ#
TTHEIMIA R AR E R AR R RS SR EARE
BARBEZE  SEBEREETEERASNERA
RIEHE -

HREZE T N\F+_A=+—HLFEITE
HEEEHERE 20 BTRD  HUBEREEK
BEEE -

14 K2

BE-TTNF+_A=+—HLFE LTEEZHNE
IRHEABRE(ZZENE - 8) -



15 Property, plant and equipment 15 Y2 - WS REE

Furniture,
Leasehold Plantand fixtures and Motor
Group improvement machinery equipment vehicles Total
TR A ~
r&EHE HEWEEE BERME RERERE e @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET

At 1st January 2008 R-EZNE-A-H
Cost 3% 1,050 161 725 293 2,229
Accumulated depreciation and SAERRE
impairment - (161) (193) (90) (444)
Net book amount REFE 1,050 - 532 203 1,785
Year ended 31st December 2008 BZE_EENE
TZA=t-ALEFE
Opening net book amount FREFE 1,050 - 532 203 1,785
Exchange differences B H =58 32 - 28 11 71
Additions RE 27 - 152 - 179
Disposals HE - - (95) ) 97)
Depreciation (Note 7) WE(ME7) (779) - (287) (110) (1,176)
Closing net book amount FREMFE 330 - 330 102 762
At 31st December 2008 R-EZNE
+=A=+-H
Cost B 1,109 - 609 212 1,930
Accumulated depreciation and SFERAE
impairment (779) - (279) (110) (1,168)
Net book amount REFE 330 - 330 102 762
Year ended 31st December 2009 BZ-_ZEZNE
TZA=+-HLEE
Opening net book amount FUREFE 330 - 330 102 762
Exchange differences ERZERE 21 = = = 21
Additions NE 176 - 10 - 186
Disposals HE (15) - - - (15)
Depreciation (Note 7) WE(ME7) (232) - (178) (102) (512)
Closing net book amount FREmFE 280 - 162 - 442
At 31st December 2009 R-EZhE
+ZA=+-H
Cost 3% 1,283 - 521 212 2,016
Accumulated depreciation and ZAERRE
impairment (1,003) - (359) (212) (1,574)
Net book amount REFE 280 - 162 - 442
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15 Property, plant and equipment (continued) 15 Y% - BBERRHE@
Furniture,
Plantand  fixtures and Motor
Company machinery equipment vehicles Total
B
PiN/NG)| BERKEE RELEE RE #ast
HK$'000 HK$'000 HK$'000 HK$'000
FAT FHET FHET FHET
At 1st January 2008 R-BEENF—H—H
Cost BN 161 257 90 508
Accumulated depreciation 25T E (161) (184) (90) (435)
Net book amount REFE - 73 - 73
Year ended 31st Decemher 2008 BE_—ZT/)\F
TZA=+—-HLEEFE
Opening net book amount FUREFE - 73 - 73
Disposals HE - (65) - (65)
Depreciation e - (8) - (8)
Closing net book amount FREEFE - - - -
At 31st December 2008 and 2009 HR=TENFERK
—EZhEF
+=B=+—-8
Cost AR = - - _
Accumulated depreciation REFHTE - - - -
Net book amount REVEE = - - _
16 Construction in progress 16 E&IR%
Total
BET
HK$'000
FHET
At 1st January 2008 and 2009 R-ZEENER-ZZNF-A—H =
Additions NE 6,495
Disposals e (3,184)
At 31st December 2009 NZEZNF+=—H=+—8H 3,311
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17 Intangible assets 17 BREEE

Software
Computer Customer  technology Biomass
software  relationship know-how  technology Goodwill Total
BB
BAE BFPRK A EME Rl [GES “RET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FAT FHET FAET FAET FHET
At 1st January 2008 R-EZENF—HA—H
Acquisition of subsidiaries U BE RS B A R) - 18,110 12,739 - 42,044 72,893
Net book amount AREFE - 18,110 12,739 - 42,044 72,893
Year ended 31st December HE—ZTTNF
2008 +=ZBA=+—HILFE
Opening net book amount FYEREFE - 18,110 12,739 - 42,044 72,893
Additions nNE 248 - - 17,325 - 17,573
Non-cash contribution from  —Z D ERE 7
a minority shareholder JEIHEA - - - 14,175 - 14,175
Amortisation (Note 7) B (FIE7) (20) (3,622) (2,548) (4,200) - (10,390)
Impairment loss (Note 6) AEEE (FEE6) - (10,273) (6,377) - (42,044) (58,694)
Closing net book amount FREREFE 228 4215 3,814 27,300 - 35,557
At 31st December 2008 R-TENE
+=—A=+—H
Cost AR 248 18,110 12,739 31,500 42,044 104,641
Accumulated amortisation EFtEERRE
and impairment (20) (13,895) (8,925) (4,200)  (42,044)  (69,084)
Net book amount BREFE 228 4215 3,814 27,300 - 35,557
Year ended 31st Decemher HBE-ZTZhF
2009 +ZA=1+—HLFE
Opening net book amount FYEEFE 228 4,215 3,814 27,300 - 35,557
Additions NE 172 - - - - 172
Disposal of subsidiaries HENB AR - - = (24,844) - (24,844)
Amortisation (Note 7) B (FIE7) (65) (1,054) (954) (2,456) - (4,529)
Impairment loss (Note 6) REEE (FiEE6) - - (817) - - (817)
Closing net book amount FREMFE 335 3,161 2,043 - - 5,539
At 31st December 2009 NoBEHRE
+=A=t+-8
Cost AR 420 18,110 12,739 - - 31,269
Accumulated amortisation ZEHE S RORE
and impairment (85) (14,949) (10,696) - - (25,730)
Net book amount BREFE 335 3,161 2,043 = = 5,539
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e R AR MR
17 Intangible assets (continued)

18

The intangible assets of customer relationship and
software technology know-how resulted from the
acquisition of software business on 31st December
2007. The recoverable amount of the software business
unit has been determined based on a value-in-use
calculation. The value-in-use calculation uses pre-
tax cash flow based on financial budgets approved
by management covering five year period projections.
Cash flow beyond four years (2008: five years) was
extrapolated based on a discount rate of 17.79%
(2008:17.79%) taking into account the risk level of the
business unit and with no annual growth. Other key
assumptions relate to estimation of sales, profit margin
and operating cash outflows, which are based on the
business unit's past performance and management’s
expectations for future development of the market and
the business. An impairment loss of HK$817,000 (2008:
HK$16,650,000) was recognised for the year ended 31st
December 2009.

Investments in associated companies

BILEE @)
EFBEESFRITAN# s B EERERN ST LF
T A=+ BB SR - M EKEML 2T
CleRBIREEREENEZETE - FREENEAE
BHaRen  BEEREEMERERFH VKA
BEKE - Be R REHREK17 9% (Z2EENF
17.79% ) MENF(ZTZ)N\F : AF)EBER  WEFT
DEBEMBBIKERTEFEEER - EthEB/KR
HEHE  RFRREERSREFER 2 HERERE - WA
F¥EBBMN v BTRANEEEERKMSMEBERE L
TEHAEMR IR - REBZ 22 NF+-_A=+—HB1tFE
MR R B &5 18817,000/8 7T ( =B )\ F : 16,650,000%
TC) c REZEZZETZNF+_A=+—HILFEERDH
{EE518817,0005 7T (=BT )\ £ : 16,650,000/ 7T) ©

18 RBERNTA2RE

Group
REE
2009 2008
—ETHhE —TTNF
HK$'000 HK$'000
FET FiBT
Group’s share of net assets K& lﬁgﬁﬁﬁﬁg‘ﬁ 149,040 -
Amount due from an associated company i el NEIESEI( )
(Note) 71,421 -
Deferred income tax liabilities in respect of P B84 B2 R E 2 A FEHR H U —
excess of fair value of net assets acquired Bt N AR 2 BhEE 2 IREFTIS AR
over cost of acquisition of B & (MI5E30)
an associated company (Note 30) (12,385) -
208,076 -
Note: BfE -

Amount due from an associated company is unsecured, interest
free and not repayable within next twelve months. The carrying
amount is denominated in Renminbi and approximetes its fair
value.
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18 Investments in associated companies (continued) 18 REtERNARZRE @)

The following financial information, after making THE AR (RARAERNEETF B BE —8) )
adjustments to conform to the Group’s significant REBAHEEBE NG (EEEAELFTIZEE - B
accounting policies, represented the Group's aggregate & W s Wit

share of assets, liabilities, revenue and results of
associated companies, all of which are unlisted, is
summarised below:

2009 2008

—EThEF —ZZNF

HK$'000 HK$'000

FAT FAET

Assets BE 430,400 -

Liabilities =L (281,360) -

Net assets BEFE 149,040 -

Revenue Wz - -

Loss for the year KEFZ 8 (289) -
Particulars of the associated companies are set out on Bt N a2 FIEHNELI9R -

page 119.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e RRME

19 RBARZRE

19 Investments in subsidiaries

Company
PiN/NC]

2009 2008
—EENF —EENF
HK$'000 HK$'000
THT FHIT
Unlisted shares, at cost K EMIRGD - AR 82,623 82,623
Provision for impairment TRE R (61,316) (57,800)
21,307 24,823
Amounts due from subsidiaries A YNGR 221,990 42,777
Amounts due to subsidiaries FERBRB A RIZIA (66,799) (66,836)
176,498 764

The balances with subsidiaries are unsecured, interest
free and have no fixed terms of repayment. Their
carrying amounts approximate their fair values.

The carrying amounts of the amounts due from
subsidiaries are denominated in Hong Kong dollars.

The carrying amounts of the amounts due to subsidiaries
are mainly denominated in Hong Kong dollars.

Particulars of the principal subsidiaries are set out on
pages 118 to 119.
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20 Trade and other receivables

Trade receivables
Other receivables

20 FEUWRRR R H bR

Group Company
rEHE PAN/NS

2009 2008 2009 2008
—ETNF —EE)N\F ZETNF —EETN\F
HK$'000 HK$'000 HK$’000 HK$'000
FHT FAET THET FHET
FEUBR TR 867 1,686 - —
H At JEUGK 5,590 697 52 157
6,457 2,383 52 157

At 31st December 2009 and 2008, the ageing analysis

of trade receivables is as follows:

Less than 30 days

SR+

The Group’s policy is to allow credit periods ranging from
30 days to 90 days to its trade customers. There were no
trade receivables being past due as of 31st December

2009 and 2008.

The carrying amount of the Group’s trade and other
receivables are denominated in the following currencies:

Hong Kong dollars
Japanese Yen
Renminbi

US dollars

BT
SE
AR
e

At 31st December 2009 and 2008, the carrying amount
of the Company’s other receivables are denominated in

Hong Kong dollars.

All trade and other receivables do not contain impaired
assets. The maximum exposure to credit risk at the
reporting date is the carrying value of each class of
receivables mentioned above. The Group does not hold

any collateral as security.

R-BEAFR-TRN\FT-A=+—A  ERER

ZERESIT
2009
—EENF
HK$'000
F&TT
867

2008
—ETNF
HK$'000
THTT

1,686

A E 2 B AR E S EPRIN FI0AE0A 2
BES - R-FTAER-FE\E+-A=+—8 -

T B 2 EAARR -

A R UR R R b YGR 2 BREE T A T OB B &

& :
2009 2008
“FTNE  CTT)F
HK$'000 HK$'000
FAT FHT
66 161
- 298
5,524 238
867 1,686
6,457 2,383

RIZZNFER-ZFZNF+-_A=1+—RH ARrFH

b IR 2 BRE(E T AB TTATHE

P E FRUCR S R B FE M R B IR BB E » NI
SAMEERREERRA RS BEEGZREE -

REE W ESS A EAERRIEER

BBMEER (ZR) BRI -ZZNFER
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e RRME

21 Cash and cash equivalents

Cash at bank and in hand
Short-term bank deposits

(a) Placed in banks in

the PRC:

— denominated in
Renminbi

— denominated in
Hong Kong dollars

— denominated in
US dollars

— denominated in
Macau dollars

(b) Placed in banks in
Hong Kong:
— denominated in
Hong Kong dollars
— denominated in
US dollars

(c) Placed in bank in Japan:
— denominated in

Japanese Yen

(d) Cashin hand

21 RERREEEY

Group Company
AEHE ZIN/NC]
2009 2008 2009 2008
ZETNF —EEN\F —ETNF —EETN\F
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHIT FAT T
IRITRFERSE 35,446 66,364 29,903 45,334
HHIRITIER 136,780 222,731 125,078 212,408
172,226 289,095 154,981 257,742
Group Company
REE /NG
2009 2008 2009 2008
—ETNF ZEENF ZETNF —EEN\F
HK$'000 HK$'000 HK$'000 HK$'000
FAT FHTT FAT FATT
RRESRITFE
—UAREESE
13,555 11,937 - -
— BT EE
1,847 11,903 - -
—AETHEE
1,212 2,004 - -
—DURFITTAESE
8 37 - -
REBSRITFE
—DUB TS
155,115 262,298 154,946 257,707
—AETEE
35 35 35 35
RAARERITIFE
—HEBE®E
422 854 - -
FHERE 32 27 - -
172,226 289,095 154,981 257,742
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22

Cash and cash equivalents (continued)
The effective interest rates at the balance sheet date
were as follows:

21 BERBEESEEY @)
REEH ZEEFIENT ¢

2009 2008
—TTNE —TENF
HK$ US$ RMB HK$ US$ RMB
BT EYH AR BT E AREE
Short-term bank g BRRTTIE X
deposits 0.28% - 1.35% 0.01%-1.2% 0.05% 0.36%-1.71%

The maximum exposure to credit risk at the reporting
date is the carrying value of the cash and cash
equivalents stated above.

The short-term bank deposits of the Group and the
Company have original maturities of three months or
less.

REEAPES z&eEERRA XAtz R e KR
T HEEVREE -

AEEEARRERBITERZRAMAS=EA LA
o

Share capital 22 A
Non-redeemable convertible preference
shares of HK$0.01 each (Note (a))
Ordinary shares of HK$0.01 each SREE0OIE LY Total
BREE0OLBTz LRk AR AR ELR(F5E @) et
Number of shares HK$'000  Number of shares HK$'000 HK$'000
ROER THT REE THT THT
Authorised: AT
At 31st December 2008 R-ZENER
and 2009 ZEThE
+-A=+—H 2,000,000,000 20,000 600,000,000 6,000 26,000
Issued and fully paid: BETRAR
At 31st December 2008 H-ZENF+_-H
=f+—H 763,534,755 7,635 - - 7,635
Exercise of bonus TR AR EE
warrants (Note (b)) (MFE(D)) 9,057 454 91 - - 91
At 31st December 2009 R -ZETNF
+ZA=+—-H 772,592,209 7,726 - - 7,726
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22 Share capital (continued)
Notes:

(a)

(b)

The preference shares are not redeemable and the
holders are not entitled to vote. At any time after allotment,
each holder of preference shares is entitled to convert
all or a portion of his/her preference shares into fully
paid ordinary shares at the initial conversion rate of 1
ordinary share for every 1.03 preference shares, provided
that for the purposes of ensuring the continued listing of
the Company’s ordinary shares on the Stock Exchange
after the conversion of the preference shares, no holder
of preference shares should be entitled to exercise the
conversion rights if, the Company’s ordinary shares issued
upon conversion together with any ordinary shares of
the Company then in issue would result in the minimum
prescribed percentage of the Company’s ordinary shares
in public hands (as defined in the Rules Governing the
Listing of Securities on the Stock Exchange from time to
time) not being satisfied. On any payment of dividend or
distributions (other than a distribution on winding up),
the preference shares should rank pari passu with the
ordinary shares. No preference shares were issued as of
31st December 2009 and 2008.

On 14th May 2009, the Company issued 76,353,475
warrants on the basis of one warrant for every ten existing
shares of the Company held by the shareholders (“Bonus
Warrants”). The holders of Bonus Warrants are entitled
to subscribe at any time during 14th May 2009 to 13th
May 2011 for fully paid shares at a subscription price of
HK$0.3 per share. For the year ended 31st December
2009, 9,057,454 new ordinary shares of HK$0.01 each
were issued upon the exercise of 9,057,454 units of
bonus warrants. As at 31st December 2009, 67,296,021
units of bonus warrants remained outstanding.
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22 BRAN ()
B -

(a)

(b)

BERBRTAELD - HBEABERR - BEREFAA
RECER 2 ERESHE - ARRES103RELELBRIK
TRBRZ NSRRI E - SE2BRBHEERALES
BREBE  EAERELRERRER  ARRZER
MRAE BB PR BT - BUR AR BRI 21T E A
BRARREREHITEMNEBR  SBOREEDAR
FAARRLBRPTRE 2 &IE B DL (& R R PrE
FEMRATRZRE) - BIEEBRIAE ATNSITERK
R e B ATIRE D IROBRRE DKM E - B5ER
HERRHZERSHETE - R-TTNEFR-_ZTZN\F
TZA=+—HB - WEEFTEMELK -

RZZZAFAATMA  ARBAEBRREHAE+
BARBRGRMEE —DBBAEEZEE - BT
76,353,475 R HERE ([ AL M RALHERE ) o AL A B AR
HEREAGER _ZENFAATHBEE -2 ——F
TA+T=AHERA - ERZIABESR0IBTREM
REZED BE_TTENFT_A=+—HLFE
9,057,454 1% & P& I {E.0.01 % 7T 2 ¥7 & 3@ A% F19,057,454
AT RREEREITEMEST - R_TEAF+ A
=+—R - 67,296,021 (AL FIRBAE B ARITE °



23 Reserves

Group

Balance at 1st January
2008

Transfer to retained
earnings

Currency translation
differences

Loss for the year

Balance at 31st December
2008

Balance at 1st January
2009

Exercise of bonus warrants

Issue of convertible
note (Note 24)

Tax on equity component
on convertible note
(Note 25)

Currency translation
differences

Loss for the year

Balance at 31st December
2009

Note:

R-EZNF—-H—H
o
EERERT

PE S R

REEEIR

TTERAT R B s

BATAI R R
(FffEEx24)

AR RS D
ZHIA(ME25)

PE S R
REEZEE

o A
[ =

= F
+ +—B#&H%

The special reserve of the Group represented the PR -
difference between the nominal value of shares of

23 f#tE
Convertible
note — equity
component,
Special net of tax
reserve AR
Share  Exchange (Note) Z=i&— iz Retained
premium reserve R B0 earnings Total
AR 58 HE 3 (71 (BF3E) HBRTIE REBAF wREt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAET FHET FAT
175 - (6,774) - 396,410 389,811
- - 6,774 - (6,774) -
- 1,085 - - - 1,085
- - - - (89,720) (89,720)
175 1,085 - - 299,916 301,176
175 1,085 - - 299,916 301,176
2,626 - - - - 2,626
= = - 7,048 = 7,048
- - - (1,163) - (1,163)
- 32 - - - 32
- - - = (10,431) (10,431)
2,801 1,117 - 5,885 289,485 299,288

subsidiaries acquired and the nominal value of the
shares issued by the Company.

REBZFREEEMEERBARRDEERARR D%
IR E(EZ Z5 °

BBMEER (ZR) BRI -ZZNFER
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e

23

24

BA RS R AR BT

Reserves (continued)

Company

Balance at 1st January 2008
Loss for the year

Balance at 31st December
2008

Balance at 1st January 2009

Exercise of bonus warrants

Issue of convertible note
(Note 24)

Tax on equity component on
convertible note (Note 25)

Loss for the year

EA/NS]

R-TT)\F—A—B&H
AEERE

RZZEZENF+=A
—t+—H#&%

RZTENF—A—B&EH
1T AT R RS
BRI E R

(Mg7E24)
AR E R A B D

FiE (fF7E25)
NEF R

Balance at 31st December RZZEZENF+=—A=1+—H
2009 iR

Note:  The special reserve of the Company was related to an
acquisition prior to 1st January 2001 and continued to
be held in reserves.

Convertible note

The Company issued a non-interest bearing convertible
note to HKC (Holdings) Limited, its parent company, at
a par value of RMB73.5 million (equivalent to HK$83.1
million) on 30th December 2009. The note matures
three years from the issue date at its nominal value of
RMB73.5 million (equivalent to HK$83.1 million) or can
be converted into shares at the holder’s option on any
business day during the conversion period at HK$1.1388
per share. The values of the liability component and
the equity conversion component were determined at
issuance of the note.

The fair value of the liability component, included in non-
current liabilities, was calculated using a market interest
rate for an equivalent non-convertible bond. The residual
amount, representing the value of the equity conversion
option, is included in reserves, net of income taxes (note
23).
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23 f#Ewm
Convertible
note-equity
component,
Special net of tax
reserve AR
Share (Note) ZE¥E—iEm Retained
premium R B earnings Total
f& A m (8 (P%E) MRTi1E REBEF st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHET FAT FHT FAT
175 98,709 - 223,586 322,470
- - - (72,900) (72,900)
175 98,709 - 150,686 249,570
175 98,709 - 150,686 249,570
2,626 - - - 2,626
= = 7,048 - 7,048
- - (1,163) = (1,163)
- - - (16,270) (16,270)
2,801 98,709 5,885 134,416 241,811

et . ARBAZFRREER _ZT—F—A—Ha—BK
BEEAH  UWEERERED -

24 TRRTEE

ARBR_ZENF+_A=+AREBRFEAR
& (PERE) AR AR ETEER AR 73,500,00070
(48 7283,100,000% 7T ) 2 T Kt B AT R =¥ - B
ERARTEPERZBEFYE  EEmEAARKE
73,500,0007T (A& 783,100,000/ 7T ) + S5 H A A&
BRRRERT A& ¥ ARSR1.1388B T2 B H iR
BN - BEDORALERBHZEBECRETRE

BEE -

BEBNZAFEEFASERBAE - JHRRABENARL
WA TISMERFE « HRAEHREK - SRERBRAL
g2 BE  WEF AREHRE23) -



24

25

Convertible note (continued)
The convertible note recognised in the balance sheet is
calculated as follows:

Face value of convertible note
Equity component of convertible note
(Note 23)

Liability component of convertible note

The fair value of the liability component of the
convertible note at 31st December 2009 amounted to
HK$76,007,000. The fair value is calculated using cash
flows discounted at a rate based on the borrowing rate of
3%.

Deferred taxation

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the
deferred income tax assets and liabilities relate to income
taxes levied by the same taxation authority on either the
taxable entity or different taxable entities where there is
an intention to settle the balances on a net basis.

The offset amounts are as follows:

Deferred income tax assets
Deferred income tax liabilities

LL% SHEE
FIEFSHEaRE

Deferred tax liabilities, net R I B & FRE

24

ARREEEE
Al g R B (FTRE23)

ARERERAERD

25

AR EE @)
REEHEERZ AR EETENT ¢

Group and
Company
REEKR

ZIN/NE
2009
—TENF
HK$'000
FHT

83,055

(7,048)

76,007

RIZBTNF+A=+—RH  AIREREEHNHZ
N FER76,007,0008 7T © A FEE AR E3E R
BB mAE

EFEB A

T8 RO SR BT T 2 BRI BV AR 1R B A S 8 BT IR
BEEKE  METHAEENMAERRER —HHEENKE
R BB PRSI ERE - EARE R FREE

IEEAARE - BISEEREERBEEERARS
BT -
Group Company
REE PAN/NS
2009 2008 2009 2008
—ETNF —ETN\F —ZETNF BT N\F
HK$'000 HK$'000 HK$’000 HK$'000
FET FET THET FET
- 203 - -
(4,643) (1,709) (1,163) =
(4,643) (1,506) (1,163) =

BBMEER (ZR) BRI -ZZNFER
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25 Deferred taxation (continued) 25 IRIETIE (4
The gross movement on the deferred taxation is as IRIEFAIER B BN T
follows:
Group Company
REH PN
2009 2008 2009 2008
—ETNEF T NEF —EThEF —ETN\F
HK$'000 HK$'000 HK$'000 HK$'000
FHT FAET FH&T FHET
At 1st January n—A—H (1,506) (7,414) - -
(Charged)/credited to e 1]
consolidated statement WA h&
of comprehensive income €1 IVEGIN (1,974) 5,908 - -
Charged directly to equity TEME T E R (1,163) - (1,163) -
At 31st December W+—A=+—8 (4,643) (1,506) (1,163) -
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25 Deferred taxation (continued) 25 EFERLIE (@)

The movement in deferred income tax assets EIWE MAR— AR AR 2 & A - TN
and liabilities during the year, without taking into ZIEEFTEMEERBEZHNOT ¢

consideration the offsetting of balances within the same
tax jurisdiction, is as follows:

Withholding
tax arising
from Fair value
acquisition adjustment
of an on
associated  Convertible intangible
company note assets Tax losses Total
G
—fEkE
RAIMESE BVEE
Group AE&EE ZEMB THERER ATEAE BBEE a5t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THT TET TET THET

At 1st January 2008 RZEZENF—A—H - - (7,414) - (7,414)
Credited to consolidated
statement of fEaraZmEmBRA
comprehensive income H|ERETA - - 5,705 203 5,908
At 31st December 2008 RZEENF
+=—A=1+—H - - (1,709) 203 (1,506)
At 1st January 2009 RZZETNF—H—H - - (1,709) 203 (1,506)
(Charged)/credited to e 2E
consolidated statement of WA=
comprehensive income (3%&) /FTA (2,477) - 706 (203) (1,974)
Charged directly to equity TEREEENG - (1,163) = — (1,163)
At 31st December 2009 RZEThF
+=-ZA=+—8H (2,477) (1,163) (1,003) - (4,643)
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)

25

26

B RS ERAR BT

Deferred taxation (continued)

Company ViN/N]!

At 1st January 2008 and 2009
Charged directly to equity

At 31st December 2009

The Group did not recognise deferred income tax assets
of HK$547,166 (2008: HK$459,408) in respect of losses
amounting to HK$3,135,321 (2008: HK$2,784,291) that
can be carried forward against future taxable income.
These tax losses have no expiry dates except tax losses
of HK$351,030 (2008: Nil) which will expire at vaious
dates up to and including 2014.

Other payables
The carrying amounts of the Group’s other payables are
denominated in the following currencies:

Hong Kong dollars BT
Renminbi AR
Japanese Yen H

At 31st December 2009 and 2008, the carrying amount
of the Company’s other payables are denominated in
Hong Kong dollars.
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25

R=BEAE+=A=1—H

26

IEFERTE ()

Convertible
note

QE:L e
HK$'000
FET

RFE\FR-FTAE—A—A -
AR

(1,163)
(1,163)

AEEWENEIEIIBRIBT(ZTTNEF
2,784, 2918 T ) HEREIEFT ST & E547, 1668 TT(—F
T)\F : 459,408/ 7T ) A LTI 85 H 12 FERR TR -
ZEBEBELEIHE - #351,0308 T (ZFTN
FE) ZBREBBRIBREZE T —HF L2 TRA
HAE R -

H At FE AR
755 B EL At A 30 2 SR T ELOA T3 S 1 -

2009 2008
—TTNF —TE)N\F
HK$'000 HK$'000
TR TAT
6,556 2,357
1,810 865

21 298

8,387 3,520

R-ZTZNFER-_TTN\F+_A=+t—H ARFH
N BREE T)AB TLAHE



27 Commitments
(a) Capital commitments
Capital expenditure at the balance sheet date but
not yet incurred was as follows:

Group

Capital expenditure in respect of
alternative energy projects:
Contracted but not provided for
Authorised but not contracted for (Note)

Capital injection in an associated

company in respect of alternative EHEE -
energy project:
Contracted but not provided for BETAMB I R B E

Note:

Contracts worth HK$309,303,000 were originally classified
under the category “Contracted but not provided for” as of
31st December 2008. Due to the project deferral, certain
payment conditions became invalid and accordingly the
original contracts became ineffective during the year
ended 31st December 2009. New contract terms and
conditions are under negotiation, Hence, the amount has
been reclassified as “Authorised but not contracted for” as
of the balance sheet date 31st December 2009.

(b) Commitments under operating leases
The aggregate future minimum lease payments
under non-cancellable operating leases in respect
of land and buildings were as follows:

Group

No later than 1 year —FR
Later than 1 year and no later than

5 years

27 EiE

(a)

BETABI KRB
EBARERATA (M EE)

(b)

BARERE
REERCARERAREE2EAFRINT

BRZRERAR 2EARX

B REERIAR [ —EHBE AR

2009 2008
“ERAE  ZTINE
HK$'000 HK$'000
T T
67,030 396,795
309,303 -

= 110,014

376,333 506,809

BiE

& #IB{E309,303,0008TTREDBAN T NF+ =
A=t+—HAZIETERERS 185 - RIBEER -
REBEE-ZZENF+T_A=+—LFE  ETHRIE
RIERE - RARAHEMRK - WEERHELGEREG
HHETER - Bt - Z2BNERHIBERR_TThF
ToA=+—EERBERAICERERTHIEE -

RBEERE 2 &R
RIEERILI ST 2 R A HE R E 2 R
SEREL@BOT -

R—FRETENREF

2009 2008
—EFEENF —EENF
HK$'000 HK$'000
FHET FHET
9,246 6,613

- 8,843

9,246 15,456

BBHMEER (ZR) BRIV -SZNFER
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28 Related-party transactions

28 BMEALXRS

Other than the transactions and balances disclosed
elsewhere in these financial statements, the Group
entered into transactions with the following related
parties for the years ended 31st December 2009 and
2008.

(@) Management services fee of HK$5,875,000
(2008: HK$3,159,000) was paid to the ultimate
holding company, of which HK$5,592,000 (2008:
HK$2,099,000) is subject to the annual caps under
continuing connected transactions between the
Group and HKC.

(b) Office rental of HK$141,000 (2008: Nil) was paid to
a fellow subsidiary. The office rental was charged at
terms pursuant to agreements which were agreed
by both parties.

(c) Property management fee of HK$47,000 (2008:
Nil) was paid to a fellow subsidiary. The property
management fee was charged at terms pursuant to
agreements which were agreed by both parties.

(d) During 2008, recharge of office expense of
HK$1,243,000 was paid to Zastron Precision-Tech
Limited, a fellow subsidiary wholly owned by a
previous shareholder of the Company.

(e) Key management compensation

BRI SV BHRREMEHWE 2P RAEHRI

RE

E-TENFR-FE\FToAST-ALEE A

&=

(a)

(b)

(c)

(d)

(e)

Salaries and other benefits e REAEFR
Directors’ fees EE20E

Pension cost — defined contribution
scheme
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BELTREALTETRS -

B RSRIER AR 2B R K #5,875,00078 7T

ZZT)\HF : 3,159,000 7T) * &H5,592,000/
TL(ZZZT)\F : 2,099,000 T ) B E T AL EE
BARRETCHERERIBE T 2FELR -

B —EE R B A B A EHEE141,0008
T(ZTTNF  E) - BREHSRIBETNES
19 7E < Whek IR AR HIRR ©

BER—HRRME QRN YEEEEL7,000/8
T(ZTENF &) - MEEEEREINES
19 7E < Whedk IR ARHRR ©

BN = ZTZ )\ - 2 [ Zastron Precision-Tech
Limited(—AARARAIRREEHB 2R RWER
B XA EFI 1,243,000/ 7T °

BIAERAN — ERHEKETE

IREEENEZMHE
2009 2008
—BENF —TEN\F
HK$'000 HK$'000
TET TET
5,556 3,054
801 799
46 29
6,403 3,882




29 Notes to consolidated cash flow statement 29 GEBEERERME

(a) Reconciliation of operating loss to net cash (a) REFEELLEERFTARSFHIYR
used in operations

2009 2008
“EThE —TTNF
HK$’000 HK$'000
FH&T FAT
Profit/(loss) before income tax FiS®iATRF, (E&18) 2,654 (101,670)
Finance costs & A A = 160
Finance income B A (443) (3,074)
Depreciation and amortisation EREHE 5,041 11,566
Loss on disposal of property, plant and HEWE - N RIEEE
equipment = 4
Impairment losses on intangible assets mAEREBE 817 58,694
Gain on disposal of subsidiaries HERTB AT WS (7,624) -
Excess of fair value of net assets acquired PR & B S E 2 A F(E
over cost of acquisition of an B UG BE — R B & A R
associated company B 2 EhEE (27,693) -
Share of loss of an associated company — JE{h —fEE & A FIEE 289 -
Operating loss before working capital LEECEHIIEEEIE
changes (26,959) (34,320)
(Increase)/decrease in trade and other T LA B R R LAt R R (38 0n) SR
receivables (4,193) 241
Increase/(decrease) in other payables bR CRl) 5,678 (3,844)
Cash used in operations KERMARS (25,474) (37,923)
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29 Notes to consolidated cash flow statement 29 mEBERERMT @)
(continued)

(b) Disposal of subsidiaries (h) HEMEBEQT

On 21st May 2009, HKE (Biomass) Holdings
Limited, a company incorporated in the British
Virgin Islands and a wholly owned subsidiary
of the Company, entered into an agreement to
dispose of its 55% equity interest in Hong Kong

RZFZFAFREA-T+ B AREREER
HBEEEMKRLc2EMBRARBEHER(E
WE)EBRBERARR L~ iHE - WRERE
23,100,000 TR A B REFE (BB )R XE
RAR HEEARREBERZHESEMAL2EE

Biomass Energy (BVI) Co., Limited, a company B 8RBV B R A AI55% AR AERS » W 453k
incorporated in the British Virgin Islands, to the HEWET7,624,00078 7T °
minority shareholder, GeneHarbor (Hong Kong)
Technologies Limited, at a cash consideration
of HK$23,100,000. A gain on disposal of
HK$7,624,000 resulted.
2009
ZETNF
HK$'000
FHT
Net assets disposed FrhEEEFE
Intangible assets mEEE 24,844
Trade and other receivables P LS R 3 R LAt MR 4
Cash and cash equivalents ReEMREeEEY 4,101
Trade and other payables FEATBR 30 K2 EL b FEASF 3R (811)
Minority interest DER R (12,662)
15,476
Gain on disposal of subsidiaries HEMRB AR 7,624
Consideration B 23,100
Satisfied by: LATRF AR -
Cash consideration HERE 23,100
Cash and bank balances disposed of Tt &R & RIRTTAE (4,101)
18,999
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29

30

Notes to consolidated cash flow statement

(continued)

(c) Analysis of net inflow of cash and cash
equivalents in respect of disposal of
subsidiaries

Cash consideration
Cash and bank balances disposed of

(d) Non-cash transaction
The significant non-cash transaction was related
to the acquisition of an associated company as
described in note 30.

Business combination

On 30th December 2009, the Group completed the
acquisition of 100% equity interest in HKE Danjinghe
(BVI) Wind Power Limited (“HKE Danjinghe”). HKE
Danjinghe was acquired from HKC, its parent company.
The principal asset of HKE Danjinghe is its 10% effective
interest in an associated company. The consideration
is satisfied by the issuance of convertible note with a
par value of RMB73.5 million (equivalent to HK$83.1
million) with details described in note 24.

At the acquisition date, the fair value of the net
assets and liabilities in HKE Danjinghe equalled
HK$110,748,000 and consequently there is an excess of
fair value of net assets acquired over cost of acquisition
of the associated company which is recognised in the
consolidated statement of comprehensive income.

29

RerE
FTHEIRE RIRITHERR

30

GERERERME @

(c) ERHENBLARAZRERREEEYWRA
REDM

2009
—EENF
HK$'000
F&T

23,100

18,999

d) FREXH

N FE0RTIL - BAIFR S X 2 ELUHE — R
BREEM -
REA 6

EA_%TEHEJF*HEJFE! ﬁﬁl%ﬁf@uﬁlﬁﬁ%}%%ﬁﬁ%
JRE &M (BV)EgeBR AR ([HEFRERT]) 2
*BHXZMZE”\ ° %%%ﬁﬁﬁﬁﬁ%ﬁﬂ@ﬁﬁﬂ%/a%?&
Eﬁ)\ ERMERERI FEEERHN —EIHE
NAIZIO%EE#ER - REDEB/BTEAERARE
73,500,0007T ( 49485 7A83,100,000/8 7T ) 2 Al #a s Z= 4%
XA FHIBERRMTEE24 o

RUEERH - BAFEERERIEEFELBBEFHEL
AEMZER110,748,000/8 7T - MATWIEE EFEZ

NHEBHEE -EBERRKAZHE  ERNGEE
AR ARKIER ©

BBMEER (ZR) BRI -ZZNFER

(4,101)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A SRR
30 Business combination (continued) 30 ¥¥E50tm
Details of net assets acquired are as follows: g & EFEZFIBNT
HK$'000
FH&IT
Purchase consideration — convertible note 5% B X (B— A A% =15 (ft5524)
(Note 24) 83,055
Fair value of net assets acquired R & EFE 2 AFE(R T
(see below) (110,748)
Excess of fair value of net assets FrgigE EFE 2 A FEBHKRE - EARKAZ
acquired over cost of acquisition HEa(fEr11)
of an associated company (Note 11) (27,693)
Deferred tax liabilities (Note 11) FERIBEE (LD 12,385
Excess of fair value of net assets FrusiE & =R E 2 A EB N E—HE AR AZ
acquired over cost of acquisition of an &8 - BRFBIE (ML)
associated company, net of tax (Note 11) (15,308)
The identifiable assets and liabilities arising from the ANEELE 2N ERIEERBENT:
acquisition are as follows:
Acquiree’s Acquiree’s
carrying fair value
amount amount

WUEETT WU
ZFREE ZRFE

HK$'000 HK$'000
Fi&T FiBT
Interest in an associated company )i NG s £ 61,200 110,740
Amount due from immediate holding FEI A B IERE A B FUR
company 8 8
Net assets acquired Fris i & R E 61,208 110,748
Fair value of net assets acquired FrlEEFE2 A TE 110,748
Excess of fair value of net assets ks 8 EFE A FE
acquired over cost of acquisition of an 7B HH s — B A A
associated company (Note 11) A 2 BB (M 5ELD) (27,693)
Total purchase consideration BEERE
— convertible note (Note 24) — AR & (M5E24) 83,055
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30 Business comhination (continued)

31

Since the date of acquisition, HKE Danjinghe did not
contribute any revenue and profit to the Group. If the
acquisition had occurred on 1st January 2009, there
would not have been a material effect on the Group’s
revenue and loss for the year.

There was no acquisition in the year ended 31st
December 2008.

Events after the balance sheet date

(@) On 22nd March 2010, the Company proposed to
make a bonus issue of new shares of HK$0.01
each to the qualifying shareholders on the basis of
1 bonus share for every 10 ordinary shares to be
held. There is no financial effect to the Company
and the Group upon the grant of such bonus issue
of new shares.

(b) On 22nd March 2010, the Company proposed to
make a bonus issue of warrants to its shareholders
on the basis of 1 bonus warrant for every 10
ordinary shares held. The subscription price of
HK$0.60 is determined based on a discount of
approximately 25% to the average closing price
of the ordinary shares of the Company for 5
consecutive days from 15th March 2010 to 19th
March 2010. There is no financial effect to the
Company and the Group upon the grant of such
bonus warrants.

32. Comparative figures

Certain comparative figures as set out in the consolidated
financial statements and the related notes thereto have
been reclassified to confirm with the current year’s
presentations which has changed largely due to the
adoption of new accounting standards.

30 ¥X¥edtm

31

B B AR - B %ﬁ%ﬁﬁ%ﬂﬁﬂﬁﬂiil’%%
T_TEHH&%&%T&?IJ c MEWBER —ETNF—A—RHi
TS HAKEF ARG RERERNEATE

REBE-ZFZN\FT_A=T-RLFELEE
e

E1TH

LERERSEE

(@ RZZE—ZTFZA-+=-H ARAEZMLEE
BIE I ITEREEOLB T AN  HEAT
A 10T mARE 2 — IRAT Y - 18 A RAAT AR 3
TREARRARANEEW EIBEE -

(b) RZE-—TF=ZA-+_-H ARAZEHRRR
TATALN R AERE - REREBHAI0RE BE
AN R HERE - REBER0.60/8TTIIIRA
RRAEBERN —_T-—ZEF=A+HAE_Z-F
FZATNREESAFHRMEFEN25%E
E o BRHBBANRREEHARR RAEEL
BEIGRE o

32 LBHEF

RIFAMIEIMER LR A SRR B RN EE 2B T
F%{?EEW CARAAREFEZ2HAN - WREEAR
RERMFETER  EYAFREE2RTAEE

BBMEER (ZR) BRI -ZZNFER
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PRINCIPAL SUBSIDIARIES AND ASSOCIATED COMPANIES
TEHBAARBEAR

Principal subsidiaries and associated companies

Listed below are the principal subsidiaries and associated
companies which, in the opinion of the directors, principally

affect the result and/or net assets of the Group.

Name

=

Principal subsidiaries

J.I.C. Enterprises (Hong Kong)
Limited#
FHEFESH(EE)BERR

J.I1.C. (Macao Commercial
Offshore) Company Limited

eI CRPIRE = 2 AR TS )
BRAH

Namtek Japan Company Limited#
(Note)
(Ff$5E)

Shenzhen Namtek Company
Limited+*

RN EEEFRMAR DA

Best Whole Holdings Limited+
REEBRARR

Joy Holdings Limited#

B RN T EMAER
AT

Hong Kong New Energy (Si Zi
Wang Qi 1) Wind Power Limited+

HEFEER (M EE_H7) @A
BIRAE

Place of incorporation/
operation and kind

of legal entity
SRS A 2

NoEEE AR

Hong Kong
B

Macao

LA

Japan

SR

the PRC/Wholly foreign-
owned enterprise

B INEEE R

Hong Kong

HE

British Virgin Islands
REERLHS

the PRC/Sino-foreign
equity joint venture

FE IR E R

Hong Kong
B
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PN

IRMBLRAREE

T%ﬁﬂ%$wE§$§@¥ ER/REEFEREATE

e = VNSV e

Principal activities

EBEH
£ PN

Inactive

S

Inactive
EREE

Provision of sales
co-ordination and
marketing services to
fellow subsidiaries

) [E) Z BT A m R
SHE W R TSR E
AR 7%

Solution provider for
software development

PR 2 AT B
HrEm

Investment holding

REER

Investment holding

A

Wind power project
in Siziwang Qi, Inner
Mongolia
ARHEOFEEZRN
EEIER

Investment holding

REER

—Jo

Issued share
capital/Paid up
registered capital
BEITRA,
EfEMER

HK$500,000
500,000/ 7T

HK$97,500
97,500/ 7T

JPY1,000,000
1,000,000H

US$800,000
800,000% 7T

HK$1
BT

US$1
=

RMB8,824,056
AR ¥8,824,0567T

HK$1,000
1,000/ 7T

Percentage of
equity/

Paid up
registered
capital held
Fifsits &
(NEali
BEXRBESL

100%

100%

0%

100%

100%

100%

100%

100%



Principal subsidiaries and associated companies

(continued)

Name

&

Principal subsidiaries (continued)

Hong Kong New Energy Si Zi
Wang Qi Il (BVI) Wind Power
Limited+*

HEFBLRNTEE BBV
[EEEB R A T

HKE (Da He) Holdings Limited+
BERFRER (RO IERAR A

HKE Da He (BVI) Holdings Limited+*
BBIRER AT BV
BRARM

HKE (Wind Power) Holdings
Limited*

EEFR(AE ) ZERAR AR

HKE (Services) Limited
BERFER(EE)BR AR

HKE Danjinghe (BVI) Wind
Power Limited+#

EBFTREIRE M (BVI) A8
BRAF

Associated companies

CECIC HKC Wind Power Company
Limited+#0

B RENEE(RIL)
BIRAE0

CECIC HKE Wind Power Co.,
Limited+#0

REfgE B RER N BT (5RIE)
BRA T

Note: Namtek Japan Company Limited has applied for voluntary

Place of incorporation/
operation and kind

of legal entity

FEMAR LA B
PSOZESR E i

British Virgin Islands
RBEIHS

Hong Kong
BB

British Virgin Islands
EEBELHES

British Virgin Islands
EEBELHS

Hong Kong
BB

British Virgin Islands
EEBELHS

the PRC/Sino-foreign
equity joint venture

hEL IR E RS

the PRC/Sino-foreign
equity joint venture

FE PGB R

liquidation and is liquidated on 25th December 2009.

Remarks:
+ Interest held by subsidiaries
# Not audited by PricewaterhouseCoopers

a Newly set up or acquired in 2009
0 Unofficial English transliterations or translations for

identification purposes only

FENB L RIREBE QT @)

Principal activities

FEETE
TEMB QT @

Investment holding

REER

Investment holding

A

Investment holding
REER

Investment holding
REER

Human resources
management

ANERER

Investment holding
REER

B

al

>

Wind power project in
Danjinghe, Zhangbei

PRI R E ST
R AHEEIRE

Wind power project in
Lunaobao, Zhangbei

RIRIE BRI BT
B HEEEIEE

i

B

Issued share
capital/Paid up
registered capital
BEITRAE,
BREMER

Us$l
e

HK$1
1B

Us$l
=

Us$l1
=

HK$1
BT

US$1,000
1,000% 7T

RMB545,640,000
AR
545,640,0007T

RMB323,260,000
AR
323,260,0007T

ZENF+ A TARTRBRER -

o BunmNEARRE

* o IIFRBSRACES NS
5 RIFETNEHRRT LS
0 FEARXFHAEE

%

(At %l

Percentage of
equity/

Paid up
registered
capital held
Fiisigs, &
EEA
BERBENL

100%

100%

100%

100%

100%

100%

10%

30%

: Namtek Japan Company Limited2 BB £ E)/EHE - WER =

BBMEER (ZR) BRI -ZZNFER
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FIVE-YEAR FINANCIAL SUMMARY
A FHBERBRE

Consolidated statement
of comprehensive income
Revenue

Profit/(loss) before income tax
Income tax credit/(expense)

Profit/(loss) for the year
Minority interest

Profit/(loss) attributable to
equity holders of the Company

Consolidated balance sheet
Net current assets
Non-current assets
Non-current liabilities

Net assets including
minority interest

Share capital
Reserves
Minority interest

Total equity

Earnings/(loss) per share

— basic
Dividend per share

— attributable to the year
Return on total equity (Note)

Note:

Return on total equity represents the current year’s profit/loss for the
year expressed as a percentage of the closing total equity for the year

concerned.

Fa2ERARRE
Yok

FriEBAnaR (BH)
FriEBES /(i)

KEERN /(FE)
DR R

ARBIBRREEFHAA
FAEEN /(&18)

GREERER
mBEEFE
FRBEE
FRBAE

BEFE(BR
LHBCR )

g
bt
LU RS

BRES AR

Fhan, (&E)
— &K

TS
—FERIG

P R s AR R R
(BfEE)
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2009 2008 2007 2006 2005
—ZEhF —BEENF ZEEF ZBERF TTHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FExT FET FET FET FET
10,609 13,877 654,010 504,297 458,498
2,654 (101,670) 217,559 28,794 37,964
(14,336) 6,963 10,903 (601) (583)
(11,682) (94,707) 228,462 28,193 37,381
1,251 4,987 - - -
(10,431) (89,720) 228,462 28,193 37,381
170,296 287,911 330,182 47,575 28,310
217,368 36,522 74,678 129,934 149,840
(80,650) (1,709) (7,414) (8,525) (22,088)
307,014 322,724 397,446 168,984 156,062
7,726 7,635 7,635 7,635 7,635
299,288 301,176 389,811 161,349 148,427
- 13,913 - - -
307,014 322,724 397,446 168,984 156,062
2009 2008 2007 2006 2005
—EENF ZTEN\F ZTTLF —TERF —TERF
HK cents HK cents HK cents HK cents HK cents
pe il Bl il P eIl
(1.36) (11.75) 29.92 3.69 4.90

Nil Nil Nil Nil 40
(3.4%) (27.8%) 57.5% 16.7% 24.0%

5T -

R s REE R A FEREN,BEENEEFEF R
HBBEZADL -
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