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Chairman’s Statement

IERES

Dear Shareholders,

| am pleased to present on behalf of the board (“Board”) of
directors (“Directors”) of Sinoref Holdings Limited (“Sinoref”,
together with its subsidiaries, the “Group”) its annual report for
the year ended 31 December 2011.

Sinoref was successfully listed on the Main Board of The
Stock Exchange of Hong Kong Limited in July 2010. With the
continuous support from our investors and stakeholders, the
Group is well positioned as the second largest player in the
manufacturing of advanced steel flow control products in China
with a market share of approximately 30%. In the last quarter of
2011, the Group’s second manufacturing line has commenced
operation, doubling the annual production capacity to 16,800
tonnes. With the additional capacity, the Group is geared up to
seize market opportunities resulting from the favourable national
policies implemented through China’s 12th Five-Year Plan (“5YP”).

Nonetheless, due to the slowdown in the recovery of the
global economy, profit margins of steel manufacturers in China
have further narrowed mainly attributable to rising output and
weakening demand caused by a slowdown increased in raw
material costs and over-capacity in production. The Group has
strived to perform steadily by expanding production capacity,
maintaining advanced technology, widening its customer base
and penetrating into new markets to forge a wider commercial
network. For the year ended 31 December 2011, the Group’s
turnover rose by approximately 1.4% to approximately
RMB323.4 million, and the sales volume rose by approximately
13.1% to 8,600 tonnes. Gross profit and net profit of the Group
declined by approximately 17.1% and 29.3% to approximately
RMB180.7 million and RMB92.0 million respectively. Gross profit
margin and net profit margin decreased 12.5 percentage points
and 12.4 percentage points to approximately 55.9% and 28.4%
respectively over the same period last year. Basic earnings per
share dropped by approximately 33.3% to RMBO0.08.
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Despite the steel industry has experienced a difficult year in
2011, the demand for high-end steel products under the current
5YP was relatively less volatile. Under the current 5YP, standard
of energy-saving for steel manufacturers will be enhanced while
emission standard will be further reduced. Besides, production
of high-end steel products will be consolidated further to the
hand of the top 10 steel manufacturers in China. The Group is
poised to capture the market opportunities with its additional
production capacity. The Group anticipates gaining a greater
market share in the high-end sector, in order to become the
market leader in China by 2014 after the full output of the
additional capacity has been in operation for three years.

In step with the expansion of its production capacity, Sinoref
has undertaken to broaden its customer base. On top of the
existing strong customer portfolio, Xinyu Iron & Steel Co. Ltd.
and Chongaging Iron & Steel Company Ltd., have become
customers of the Group in 2011, expanding the Group’s number
of customers in China to 23. At the same time, the Group has
secured trial orders from other domestic potential customers
which could contribute to the utilisation of the capacity in the
future.

Our management and staff are ready and committed to strive
for additional market shares to become the market leader in
advanced steel flow control products in China ultimately through
accumulating the utilisation of the expanded capacity and
improving customer services.
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Chairman’s Statement

IERES

Apart from the market in China, the Group has been exploring
overseas markets and developing new customer accounts.
In February 2011, the Group signed an authorised-dealer
agreement with Carboref GmbH and had gradually gained
recognition for the Group’s product quality by globally renowned
steel producers, including ArcelorMittal. With additional
overseas orders from Magnitogorsk Metallurgical Kombinat and
DEW, overseas sales volume is expected to grow gradually
going forward. To explore and capture further opportunities in
overseas markets, the Group will actively identify and initiate
sales leads in Taiwan, Korea and North America.

Advanced and innovative technology and R&D capacity have
been critical in the Group’s core business value. Sinoref had 7
registered patents as at the end of 2011. Two patents for the
subentry nozzle for thin slab casting process (EiRILZE A K
M) and the mono block stopper with controlled gas flow (A]#%
HIE AR BE Y B 82 7 ZE#E) obtained by the Group in 2011 are
invention patents. In addition, the Group has developed its own
material used in its advanced steel flow control products which
is qualified for preferential treatment within the category of
“strategic emerging industries” under the current 5YP.

During the year 2011, Sinoref has demonstrated its underlying
strength and resiliency to overcome the myriad challenges
and the harsh business environment. Going ahead, the Group
expects to secure business opportunities in the future with the
implementation of comprehensive strategies prudently executed
so as to maximise its profits and bring fruitful returns for
shareholders.

Lastly, on behalf of the Board, | would like to deliver my
sincere appreciation to our dedicated staff, as well as to our
shareholders and business partners for their support and trust.

Xu Yejun
Chairman
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Management Discussion and Analysis

MARKET REVIEW

2011, the first year of China’s 12th Five-Year Plan (2011-
2015), had been a challenging year for the steel industry and
associated sectors in China. In particular during the latter half
of 2011, the operational environment came under pressure as
a gloomier economic situation brought on by the debt crises in
Europe started to take its toll on the demand for steel products.
The situation was coupled with the slowing economic growth
domestically in China. Amidst the challenging market condition,
China’s crude steel output volume increased approximately
8.9 percent year-on-year to approximately 683.3 million
tonnes in 2011 according to China Iron and Steel Association,
representing a CAGR of approximately 11.8% since 2005.
Continuous casting continue to be the major method of steel
production in China and in the world with approximately 90% of
crude steel being manufactured this way. Advanced steel flow
control products manufactured by the Group are mainly used
in continuous casting and as such the business of the Group
has close relationship with the production volume of the steel
industry of China. The persistent growth of the steel industry
provides plentiful opportunities for the Group to expand its
business going forward.

Merger and reorganisation as well as optimisation of industry
distribution is one of the main themes of steel industry
development under the current 5YP, which calls for close
down of blast furnaces under 400 cubic meters and converter
furnaces under 30 tonnes. In order to increase the standard of
energy-saving and emission reduction, the energy consumption
per tonne of steel produced by large and medium sized steel
manufacturers is limited to within 580 kilograms of standard
coal. Manufacturers that fall short of such requirement will be
forced to close down and the other manufacturers remain in
the market are also required to upgrade their products to high-
end products. The consolidation of steel industry is envisaged
to result in a growing market of high-end steel products, which
will in turn stimulate the the consumption of high-end steel flow
control products. Such developments are not only conductive to
the rapid growth of the Group’s business in the past years, but
also in line with the Group’s development strategy in targeting
the high-end market going forward.
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Management Discussion and Analysis

EREHNWED W

Over-capacity in the China steel sector combined with increased
production costs, built-up inventory and soaring steel price put
pressure on steel operators’ profitability in 2011. Although the
business of manufacture and sales of steel flow control products
is more sensitive to the production volume of steel mills than
to their profitability, the weakened financial performance of
steel players imposed pressure on suppliers’ liquidity with
longer payment days. Situation for players in the steel flow
control products market that have tight financial position or
high gearing was intensified. In contrast, the Group’s healthy
financial position with promising cashflow generated from the
operating activities each year enables the Group to reinforce
the relationships with its existing customers further during this
difficult environment. With the reliable product quality and good
gestures offered, we are confident that Sinoref will win more
not only in terms of credentials, but also business opportunities
should the steel industry warm up again.

BUSINESS REVIEW
Expanding Production Capacity

The utilisation rate of the Group almost reached 100% in 2010.
In order to capture the market opportunities in domestic and
overseas markets, management is determined to invest into a
new product line immediately after the Group’s listing in July
2010. The second line was completely installed by the end of
September 2011 and had commenced commercial production
in the fourth quarter of 2011. The second line was funded by
the proceeds from the listing and was substantially paid off in
2011. With the new capacity of 8,600 tonnes contributed by the
second production line, the annual production capacity of the
Group has been more than doubled to 16,800 tonnes.
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Management Discussion and Analysis

Strengthening Customer Base

In 2011, the number of the Group’s customers in China reached
23, of which 8 are among the top-10 steel manufacturers in
China, including Baosteel Group, Hebei Steel Group, Wuhan
Steel Group and Shandong Steel Group. As a result of its
reliable products and high quality services as well a sound
reputation over the years, the Group is trusted by more and
more leading steel manufacturers. During the year, the Group
gained two new customers — Xinyu Iron & Steel Co. Ltd. and
Chongging lron & Steel Company Limited. Both companies are
top 500 PRC enterprises in 2011. Besides, management has
initiated talks with other major steel manufacturers like Pangang
Group Company Limited to enhance the Group’s sustainable
and stable growth.

Developing Overseas Markets

The Group signed an authorised-dealer agreement with a
renowned European refractory sales agent, Carboref GmbH, in
February 2011, which turned out to be very fruitful. Sinoref’s
products were shortly introduced to the European market
for trial after signing the authorised-dealer agreement and
the quality of Sinoref’s products were promptly recognised
by leading global major steel players. ArcelorMittal from Italy,
Magnitogorsk Metallurgical Kombinat from Russia and Deutsche
Edelstahlwerke from Germany have become the Group’s end-
customers. To further expand its market globally, the Group
has also been communicating with other potential customers in
Taiwan, Korea and North America during the year directly and
has continued with its effort to identify quality distributors for
developing potential markets.
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Management Discussion and Analysis

EREHNWED W

Enhancing Technology Research and Development

The Group’s unique composite materials are made from a
variety of proprietary formulars and moulded with in-house
product designs through multiple processes which require high-
tech solutions. The sophisticated nature of formulars of mixing
raw materials and the complexed nature of product designs
serve as extremely high entry barriers within the high-end steel
flow control product domain. As at 31 December 2011, the
Group had 7 registered patents in total, of which, subentry
nozzle for thin slab casting process (#RE)R A KO) and
mono block stopper with controlled gas flow (RI42 %75 A RS
K2 ZE ) obtained by the Group are invention patents (2%
BAZEA]) . The other 5 are utility model patents (B FB#FAVER]) .
Management is devoted to continue with its effort to collaborate
with universities and research institutes to expand and improve
the quality and performance of the Group’s products so as
to maintain its niche in the high-end market. Apart from that,
the Group’s self-developed material used by steel flow control
products was listed as one of the new materials for strategic
emerging industry under the current 5YP which enable the
Group to enjoy policy concessions.

Major Products

The Group’s major products include ladle shrouds, stoppers,
tundish nozzles and subentry nozzles, which are all
consumables.

Ladle shrouds

The Group’s ladle shrouds can have various argon sealing
customised for different requirements and can be specially
designed to achieve full protection and enhance life-span.
Stoppers

The Group produces more than 30 patterns of stoppers in

various specifications to suit the needs of customers for
different tundish nozzles.
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Management Discussion and Analysis

Tundish nozzles

The Group has developed 20 patterns of tundish nozzles for
customers’ needs and the hardness of these tundish nozzles
is capable to endure pressure from the bottom to be a linkage
between a stopper and a subentry nozzle or used for slab
casters which have tube changers.

Subentry nozzles

The Group produces various customised subentry nozzles and
has developed more than 50 patterns of subentry nozzles. It
focuses on the design and function of such product to ensure
the prevention of oxidation in the continuous casting process.

FINANCIAL REVIEW

Revenue

The Group’s revenue slightly increased to approximately
RMB323.4 million for the year ended 31 December 2011,
representing an increase of approximately 1.4% as compared
with approximately RMB318.8 million for the previous year. The
increase in revenue was mainly due to the increase in sales
volume but was partially offset by the decrease in average
selling price of products. Overall sales volume increased by
approximately 13.2% to approximately 8,600 tonnes for the year
ended 31 December 2011 from approximately 7,600 tonnes for
the year ended 31 December 2010. Such growth was a result of
the combined effect of (i) the acquisition of 2 new customers in
the eastern and the western regions of the PRC who purchased
approximately 300 tonnes from the Group during the reviewing
period and contributed approximately RMB9.1 million or 2.8%
to the Group’s total revenue in 2011 and (i) the increase in sales
to the Group’s existing customers acquired before December
2010 by approximately 9.2% to approximately 8,300 tonnes in
2011 from approximately 7,600 tonnes in 2010.
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Management Discussion and Analysis

EREHNWED W

Cost of sales

The Group’s cost of sales mainly comprised costs of raw
materials, labour, depreciation and other direct costs of
sales. During the year, the Group’s cost of sales increased by
approximately 41.6% from approximately RMB100.8 million in
2010 to approximately RMB142.7 million in 2011. The increase
was mainly attributable to the increase in costs of raw materials
and the increase in production volume of our advanced steel
flow control products.

Gross profit and gross profit margin

The Group’s gross profit decreased by approximately 17.1%
from approximately RMB218.0 million for the year ended 31
December 2010 to approximately RMB180.7 million for the year
ended 31 December 2011. The Group’s gross profit margin
also decreased from approximately 68.4% for the year ended
31 December 2010 to approximately 55.9% for the year ended
31 December 2011. The decrease in the Group’s gross profit
and gross profit margin were mainly attributable to the increase
in costs of raw materials by approximately 39.1% and the
decrease in average selling price.

Selling and distribution costs

During the year under review, our selling and distribution costs
increased to approximately RMB28.3 million, representing
an increase of approximately 1.4% from approximately
RMB27.9 million for the previous year. The increase was mainly
attributable to the increase in transportation costs in relation to
the increased sales volume.
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Management Discussion and Analysis

Administrative expenses

The Group’s administrative expenses increased by
approximately 99.5% from approximately RMB19.7 million for
the year ended 31 December 2010 to approximately RMB39.3
The
increase was primarily due to the combined effect of (i) the

million for the for the year ended 31 December 2011.

amortisation of non-cash expense of approximately RMB18.0
million for the year ended 31 December 2011 associated with
share options granted to management and staff in November
2010 and September 2011 as compared with approximately
RMB1.9 million amortised in 2010; and (ii) the increase in staff
costs of 52.5% from approximately RMB4.0 million for the year
ended 31 December 2010 to approximately RMB6.1 million for
the year ended 31 December 2011.

Profit for the year

As a result of the foregoing, the Group’s profit for the
year decreased by approximately 29.3% to approximately
RMB92.0 million from approximately RMB130.1 million for the
previous year. The Group’s net profit margin decreased from
approximately 40.8% for the previous year to approximately
28.4% in the current year, which was mainly due to (i) the
increase in costs of sales by approximately 41.6% from
approximately RMB100.8 million in 2010 and approximately
RMB142.7 million in 2011 driven by the increase in raw
material costs; and (i) the increase in administration expenses
mainly attributable to the amortisation of non-cash expenses
of approximately RMB18.0 million associated with share
options granted to management and staff in November 2010
and September 2011,
approximately RMB1.9 million in 2010. The Group’s earnings

as compared with the amortisation of

per share decreased from RMBO0.12 for the previous year to
RMBO0.08 in 2011,
33.3%.

representing a decrease of approximately

EEE WD

THRX

EEMNTERYHAEE_Z—ZF+=
:+f5¢¢E%AE%mm§ﬁ'

RSN EHE_TE——F+ A=

T—RALEFEHAREIB0E T - AX
A FEBERRAUATSER LR RE
(WEZE2=Z—F+=ZA=1+—HILF
E BT -ZEF+-—ARZZE—FN
ARTEREENRE THWEEREMEHIE
BERTHARE1,8008 L M_T—
TENEHSBRINAARKE1908 T |
RiEIRABRBEE-TE—ZTF+=A
—+—HALEFEHAREA4008 T £F
525%E#HE—"F——F+=-_A=+—H
IEFEHOAREL008TT »

F R

e L E SEFARNBEEFLO
AR 13,0108 7Tl 2 £929.3% = 49 A
R#09,20087T - SEMAFERHEAFLH
40.8% N EARFEH28.4% - FBRE
B ()VRBEMBRALEAZE  HEK
AHZZE—ZTFHARE10,0807L L F

41 6%E —T——FHAREEA14,2708
T RNECE-EFNEESEIAR

1908 Lt =T —ZF+—A K
TE-—FNARTEEREMEINER
EMEHEIIER AT O A ARK1,8008
UL BEITHAZ LA - SEERAEF A
FFEARBOIZETRE=ZZTE——FA
R#0.087T - %184 /33.3% °

Annual Report 2011 —F——FF 3§

13



14

Management Discussion and Analysis

EREHNWED W

Final dividends

The Board recommends the payment of a final dividend HK1
cent (equivalent to approximately RMBO0.81 cent) per share
for the year ended 31 December 2011 (2010: HK3.6 cents
(equivalent to approximately RMB3.1 cents) per share).

Capital structure, liquidity and financial resources

During the year ended 31 December 2011, the Group’s net cash
from operating activities was approximately RMB88.0 million
(2010: RMB93.1 million) and the Group’s bank balances and
cash was approximately RMB305.6 million (2010: RMB315.6
million) as at 31 December 2011. Total equity of the Group as
at 31 December 2011 was approximately RMB544.8 million
(831 December 2010: RMB470.0 million). The Group does not
have any outstanding bank loan as at 31 December 2011 (31
December 2010: Nil).

Pledge of assets

As at 31 December 2011, the Group does not have any pledge
of assets.

CONTINGENT LIABILITIES

As at 31 December 2011, the Group had not provided any form
of guarantee for any company outside the Group. The Group
is not involved in any current material legal proceedings, nor
is our Group aware of any pending or potential material legal
proceedings involving the Group.
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Management Discussion and Analysis"

HUMAN RESOURCES AND STAFF
REMUNERATION

As at 31 December 2011, the Group had 223 staff members
employed in mainland China and Hong Kong (2010: 190). Total
staff costs for the year were approximately RMB6.1 million
(2010: RMB4.0 million). During the year, the Group continued to
reinforce the training provided to its staff by providing training
and study opportunities for management staff and professional
technicians. In addition, the Group has provided timely update
to all staff with the latest Government policies of the industry
to continuously enhance the professional standard and quality
of the staff. Meanwhile, the Group has provided competitive
remuneration for the staff which encourages them to commit
themselves and serve customers whole-heartedly.

PROSPECTS

Although the Group’s performance in 2011 was affected
by increased raw materials cost, management envisages
there is abundant market opportunities to grow its business
in the coming years. China has recently announced that it
expects its GDP to grow by approximately 7.5% in 2012. The
growth in GDP is continuously underpinned by the increasing
domestic demand and consumption which will, in turn, drive
the demand in steel consumption and production. Steel
production is expected to be fueled further by increasing
pace of industrialisation and urbanisation encouraged by the
government social policies. Management believes the growth
in steel production volume will lead to increase demand of the
Group’s products.
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Management Discussion and Analysis
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China’s State Council called for the consolidation of steel
production into the hands of fewer major players in order to
increase efficiency and competitiveness of the industry in the
global market. The market expects that steel production output
will be concentrated further into the top 10 steel producers in
order to account for 60% of China’s steel output by the end
of the current 5YP and 75% in 10 years. Having 8 out of the
top 10 top steel producers as the Group’s existing customers,
management will well prepare the Group’s internal resources to
leverage on its customer mix to capture market opportunities
immediately once the Government launch more explicit policies
to guide the steel sector.

The consolidation of the steel industry has also resulted in a
growing market for high-end products, which has led to the
continued growth of the consumption of high-end steel flow
control products. Such developments are not only conducive
to the rapid growth of the Group in the past few years, but are
also in line with the Group’s development strategy in targeting
the high-end market. In order to capture potential business
opportunities more effectively, the Group has enhanced its
capacity to satisfy the needs derived from market share
expansion, kept on conducting research and development
quality products, enhanced product mix, while continuing to
explore both domestic and overseas markets.
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Corporate Governance Report

The board (“Board”) of directors (“Directors”) of Sinoref
Holdings Limited (“Company”) hereby presents this Corporate
Governance Report in the Group’s annual report for the year
ended 31 December 2011.

The Board is committed to maintaining a high standard of
corporate governance and endeavours in following the code
provisions (“Code Provisions”) of the “Code on Corporate
Governance Practices” as set out in Appendix 14 to the Rules
(“Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Stock Exchange”). The
Board considers such commitment is essential for the growth of
the Group and for maximising the interest of the shareholders
(“Shareholders”) of the Company. The Company regularly
reviews its corporate governance practices to ensure that the
latest development in corporate governance can be followed
and observed.

CORPORATE GOVERNANCE PRACTICES

Throughout the financial year under review, the Company had
complied with the Code Provisions, save for the deviations from
Code Provision A.2.1.

According to Code Provision A.2.1, the roles of chairman and
chief executive officer should be separate and should not be
performed by the same individual.

Mr. Xu Yejun, in addition to his duties as the chairman of the
Company, is also responsible for the strategic planning and
overseeing all aspects of the Group’s operations as the chief
executive officer of the Company. This constitutes a deviation
from Code Provision A.2.1. Mr. Xu Yejun as one of the founders
of the Group has extensive experience and knowledge in the
core business of the Group and his duties for overseeing the
Group’s operations is clearly beneficial to the Group. The Board
considers that this structure will not impair the balance of power
and authority between the Board and the management of the
Group.
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‘Corporate Governance Report

TEERHRE

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company adopted on 7 June 2010 its securities dealing
code (“Code”) regarding the dealings of securities of the
Company by the Directors and senior management of the
Group, on terms no less exacting than the required standard
under the Model Code for Securities Transactions by Directors
of Listed Issuers set out in Appendix 10 to the Listing Rules.

The Company, having made specific enquiry of all Directors
and senior management of the Group, all the Directors and
senior management of the Group have confirmed that they
have complied with the required standard as set out in the
Code and Appendix 10 to the Listing Rules regarding securities
transactions by Directors and senior management of the Group
throughout the financial year ended 31 December 2011.

BOARD OF DIRECTORS

The Board is currently composed of three executive Directors
namely Mr. Xu Yejun as the chairman, Dr. Zhang Lanyin and
Mr. Gu Aoxing; one non-executive Director, Mr. Gao Zhilong;
and three independent non-executive Directors namely Mr. Yao
Enshu, Mr. Yang Fugiang and Mr. Tsui Siu Hang, Steve. The
biographical details of the Directors are set out under “Directors
and Senior Management” on pages 25 to 30 of this annual
report of the Company for the year ended 31 December 2011.

In accordance with Article 105(A) of the articles of association
of the Company, each of Mr. Gu Aoxing, Mr. Gao Zhilong and
Mr. Yang Fugiang will retire as Directors by rotation and, being
eligible, offer themselves for re-election as Directors at the
annual general meeting of the Company.
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Corporate Governance Report

The Board meets regularly to review and determine the
corporate strategies and overall strategic policies. Each of the
members of the Board has full access to relevant information
at the meetings. During the financial year ended 31 December
2011, the Board has convened 4 regular meetings at which,
among other things, the following activities were conducted at
such regular meetings:

(1) approved the interim results and interim report for the six
months ended 30 June 2011;

(2) approved the annual results and annual report for the
financial year ended 31 December 2011 and matters to be
considered at the annual general meeting of the Company;

(3) reviewed and approved corporate strategies of the Group
for the financial year ending 31 December 2012; and

(4) reviewed the performance and financial position of the
Group.

Apart from the regular board meetings, the Board met on other
occasions when a board-level decision on a particular matter
was required.
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Details of the Directors’ attendance records at the board
meetings during the financial year ended 31 December 2011
are as follows:

Attendance
Executive Directors
Mr. Xu Yejun (Chairman) 4/4
Dr. Zhang Lanyin 4/4
Mr. Gu Aoxing 4/4
Non-executive Director
Mr. Gao Zhilong 4/4
Independent non-executive Directors
Mr. Yao Enshu 4/4
Mr. Yang Fugiang 4/4
Mr. Tsui Siu Hang, Steve 4/4

Whilst the Board as a whole is to determine the corporate
strategies and overall strategy policies, the executive Directors
and senior management of the Company, as delegated by
the Board, are responsible for implementing the determined
strategies and policies and the day-to-day management of the
Group’s business.

Save as disclosed under “Directors and Senior Management” of
this annual report of the Company, there is no other relationship
(whether financial, business, family or other material/relevant
relationships) among the members of the Board.

The Company has received from each of the independent non-
executive Directors a written confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all the independent non-executive Directors to be
independent.
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Corporate Governance Report"

NOMINATION OF DIRECTORS

The Board has not set up a nomination committee. The
nomination of new Directors has been delegated to the
Chairman and other executive Directors. Their work includes
reviewing regularly the need to appoint additional Directors
and formulating the policy for nominating suitable candidates
as additional Directors, such as candidates with appropriate
professional knowledge and industry experiences. The Board
will then consider the appointment of the candidates nominated
by them as directors of the Company.

REMUNERATION COMMITTEE

The remuneration committee of the Company (“Remuneration
Committee”) currently comprised four members, three
independent non-executive Directors, Mr. Yao Enshu (chairman),
Mr. Yang Fugiang and Mr. Tsui Siu Hang, Steve, and one
executive Director, Mr. Xu Yejun. The Remuneration Committee
was established by the Board on 7 June 2010 and its duties are
clearly defined in its written terms of reference which have been
prepared and adopted according to the Code Provisions.

The Remuneration Committee meets annually to review the
remuneration policies and packages for Directors and senior
management of the Company and to make recommendations
to the Board on such remuneration policies and packages. No
Director takes part in any discussions and decisions about his
own remuneration.
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Details of attendance of each member of the Remuneration
Committee during the financial year ended 31 December 2011
are as follows:

Attendance
Independent non-executive Directors
Mr. Yao Enshu 2/2
Mr. Yang Fugiang 2/2
Mr. Tsui Siu Hang, Steve 2/2

There was no disagreement between the Board’s and the Audit
Committee’s view on the selection, appointment of the external
auditor.

During the financial year ended 31 December 2011, the
Remuneration Committee had convened one meeting with
full attendance by its members and conducted the following
activities:

(1) reviewed and approved the remuneration packages of the
Directors and senior management of the Company;

(2) reviewed the terms of the service contracts of all the
executive Directors by reference to their performance.

AUDIT COMMITTEE

The audit committee of the Company (“Audit Committee”)
currently comprises three independent non-executive Directors,
namely Mr. Tsui Siu Hang, Steve (chairman), Mr. Yao Enshu and
Mr. Yang Fugiang. The Audit Committee was established by
the Board on 7 June 2010 and its duties are clearly defined in
its written terms of reference which have been prepared and
adopted according to the Code Provisions.
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Corporate Governance Report

The Audit Committee provides an important link between the
Board and the Company’s auditors in matters coming within
the scope of the Group’s audit. It also reviews the annual and
interim reports of the Company prior to their approval by the
Board, the effectiveness of the external and internal audit and of
internal controls and risk evaluation.

During the financial year under review, the Audit Committee has
convened 2 meetings and conducted the following activities:

(1) reviewed the annual and interim reports of the Company;

(2) reviewed the report of internal audit department, internal
controls system and financial matters of the Group in
pursuance of the written terms of reference;

(3) reviewed the audit plans and findings of the external
auditor of the Company; and

(4) made recommendation to the Board on the appointment
of the external auditor.

Details of attendance of each member of the Audit Committee
during the financial year ended 31 December 2011 are as
follows:

Attendance
Independent non-executive Directors
Mr. Yao Enshu 2/2
Mr. Yang Fugiang 2/2
Mr. Tsui Siu Hang, Steve 2/2

There was no disagreement between the Board’s and the Audit
Committee’s view on the selection, appointment of the external
auditor.
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AUDITORS’ REMUNERATION

During the financial year ended 31 December 2011, the nature
of the audit and non-audit services provided by Deloitte Touche
Tohmatsu, the auditors of the Company, and the relevant fees
paid/payable by the Company for such services are as follows:

Services rendered Fee paid/payable

HK$
Annual audit 1,200,000
Interim review 500,000

RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the financial
statements for each financial period which gives a true and
fair view of the state of affairs of the Group. In preparing the
financial statements for the financial year ended 31 December
2011, the Directors have selected appropriate accounting
policies and applied them consistently, and have prepared the
financial statements on a historical cost basis.

The statement of the external auditor about their reporting
responsibilities on the financial statements are set out in the
Independent Auditor’s Report on page 50 of this annual report
of the Company.

INTERNAL CONTROL

The Board is responsible for maintaining a sound and effective
system of internal control. During the financial year under
review, the Board has reviewed the effectiveness of the internal
control system of the Group through the Audit Committee.
There was no significant incidence of failure in connection with
the financial, operational and compliance control during the
financial year ended 31 December 2011.

The Board has considered the adequacy of resources,
qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their training
programmes and budget.
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Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. Xu Yejun, aged 47, the co-founder of our Group, is the
chairman, chief executive officer and our executive Director.
Mr. Xu was appointed as our executive Director on 4 February
2010. He is responsible for the overall strategic planning and
management of our Group. Mr. Xu has extensive experience
in the advanced steel flow control products industry, and has
been engaging in such business for over 25 years. Mr. Xu is the
son-in-law of the brother of Mr. Gu Aoxing (B&8#17), one of our
executive Directors.

Mr. Xu studied in & ¥ 8 K& # Z(Yixing Dapu Secondary
School*) from 1979 to 1981. Mr. Xu had been trained in J&F5
NHEAFZERT (Luoyang Institute of Refractories Research*) from
1984 to 1986. He had worked in B S &£ & il A £HE (Yixing
Magnena Refractory Materials Factory*) from 1981 to 1983
and from 1987 to 1989, in Yixing Wellfire Nonmetal Materials
Co., Ltd. ERFBEIFSBMHARAT from 1990 to 1995
and in EEFRFNEZEABRAR (Yixing Zhongcun Kin Products
Co., Ltd.*) from 1996 till the establishment of Sinoref (Yixing) in
2005.

For his research item EBBREZERZERIEEEE W AM
BL# E G T2 (The research and manufacture of new high
quality refractory accessory materials in glass melting furnace
regenerative chamber series*), Mr. Xu was awarded B T
¥ B S48 (China Light Industry Technological Advancement
Award*) by FREIE T4 € (China Light Industry Association®)
in 1991, /™M & 2 /T & 8 (Science and Technology
Progress Awards of Shanghai) by /&M R F 2T RE
B& (Science and Technology Progress Awards Jury, Shanghai
Municipality) in 1995 and /M EHEK REKEFEZ (Certificate
for Accomplisher of Technological Advancement in Shanghai*)
by EEMRIZRTZ &€ (Science and Technology Commission
of Shanghai Municipality) in 1996. Mr. Xu was also awarded _E
BRI RIT# 254 (Science and Technology Progress Awards
of Shanghai) by EEMRIEZ#T#E S EFEZEE (Science
and Technology Progress Awards Jury, Shanghai Municipality)
in 1996 in respect of BEREANEAEK FERIIEEER
&l (The research and manufacture of high quality specific
regenerative chambers checkers series accessory products®).
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EENREREER

Mr. Xu, jointly with Dr. Zhang, also invented the SERIEE AT
KA (Subentry Nozzle for thin slab casting process) under the
CSP Project which was registered as a patent (in respect of
utility) in the PRC in January 2010. In addition, Mr. Xu, jointly
with Dr. Zhang and Mr. Wang Zhizhong, our senior management
staff, invented the W44 7 A 5 ES A) % 82 = 2 & (Mono block
Stopper with controlled gas flow) which was registered as a
patent (in respect of utility) in the PRC in May 2010.

Dr. Zhang Lanyin, aged 49, the co-founder of our Group
and our chief technical officer, was appointed as our executive
Director on 8 March 2010. Dr. Zhang is responsible for the
production and research and development aspects of our
Group.

Dr. Zhang obtained a bachelor’s degree in Science (majoring in
refractory materials) from E\Z 2t (Wuhan Institute of Steel
and Iron Technology?), the former Wuhan University of Science
and Technology, in 1982 and a master’s degree in Science
from &5 A M EHFZEBE (Luoyang Institute of Refractories
Research*) in 1985. He obtained a degree of Doctor of
Philosophy by the department of Materials and Metallurgical
Engineering of Queen’s University at Kingston, Canada in 1996.

Dr. Zhang has been engaging in the advanced steel flow control
products business for over 25 years. Dr. Zhang worked in /&5
it KM AR FEBE (Luoyang Institute of Refractories Research®)
from 1986 to 1990. He joined Vesuvius International Inc. in 1994
and worked in the Vesuvius group for eight years until he left as
the Deputy General Manager of Vesuvius Advanced Ceramics
(Suzhou) Co. Ltd. in 2002. He then joined Minteq International
(Suzhou) Co., Ltd., a subsidiary of Minerals Technologies Inc.,
an international refractory company, as the Vice President Asia
in 2002 and worked there for four years until 2006.
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During the past years, Dr. Zhang had issued various
publications. For instance, he published a paper titled “High
toughness silicon carbide/graphite laminar composite by slip
casting” in 1995. Further, based on the records of the United
States Patent and Trademark Office, Dr. Zhang, jointly with
others, were the inventors of the “high toughness carbide
ceramics by slip casting and method thereof” which was
registered as a patent in the United States in 1995. He, jointly
with Mr. Xu, also invented the S&iR#)E AR KO (Subentry
Nozzle for thin slab casting process) under the CSP Project
which was registered as a patent (in respect of utility) in the
PRC in January 2010. In addition, Dr. Zhang, jointly with Mr. Xu
and Mr. Wang Zhizhong, our senior management staff, invented
the ATEEHIREAREEREENERE (Mono block Stopper with
controlled gas flow) which was registered as a patent (in respect
of utility) in the PRC in May 2010.

Mr. Gu Aoxing, aged 60, was appointed as our executive
Director on 7 June 2010. Mr. Gu is responsible for the corporate
and financial matters of our Group. Mr. Gu Aoxing is the brother
of Mr. Xu’s father-in-law.

Mr. Gu completed a professional technical training in relation
to Rural Finance organised by BEEFRIZRMZEZEE (Yixing
Technology Committee*) and E & M 8 B B (Yixing Finance
Bureau®) in 1989. In 2000, Mr. Gu passed the examination on
SHEE/VPIAHEE (Basic Knowledge on Computerised
Accounting®) organised by B £ ™ B X B (Yixing Finance
Bureau*). In 2001, Mr. Gu was qualified as an accountant by #&
5™ AE R (Wuxi Municipal Personnel Bureau®).

Prior to joining our Group in 2007, Mr. Gu had held financial
managerial positions in various companies, including acting as
the Assistant Finance Manager at B EE (Yixing Xinwei
Group*) from 1991 to 1999 and the Finance Manager at & ®ir
22 AR A F)(Yixing Zhongeun Kiln Products Co., Ltd.*) from
2000 to 2007. Mr. Gu was also an executive director of China
Rare Earth Holdings Limited (Stock Code: 769), a company
listed on the Main Board, from 25 August 1999 to 19 May
2000.
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NON-EXECUTIVE DIRECTOR

Mr. Gao Zhilong, aged 35, was appointed as our non-
executive Director on 7 June 2010. Mr. Gao obtained a
bachelor’s degree in mechanical design and manufacture from
MREZE AEZ (Nanjing Agricultural University) in 1999. He then
worked as an assistant engineer in EMEIBEELEFRE R
Al (Changzhou Changjiang Coach Group Company Limited*).
Mr. Gao has worked in the quality control department in #/{&
M5 TEAR) (Hua Wei Na Jingmi Gongju Company*) since
December 2005. Mr. Gao is interested in approximately 25% of
the share capital of Sinoref International.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yao Enshu, aged 79, was appointed as our independent
non-executive Director on 7 June 2010. He was appointed
as e TEHHIL AR K (Deputy Head of the Personnel
Department in the Ministry of Metallurgical Industry*) in the
PRC in 1983 and was appointed as /A& LEHASZA AR
(Head of the Human Resources Department in the Ministry
of Metallurgical Industry*) in 1988. He was recognised as a
senior economist by JA®& T30 (The Ministry of Metallurgical
Industry®) in the PRC in 1992.

Mr. Yang Fuqiang, aged 68, was appointed as our
independent non-executive Director on 7 June 2010. He
engaged in research and development work of nonferrous
metals metallurgy, and was awarded the = =5 [ 5 %% B 42
(Third State Invention Prize*) in 1987. He was appointed as the
deputy head and head of LH¥#R& — Al & (Department of
Nonferrous Metals, Consolidated Industry Bureau*) in 1998 and
in 1990 respectively. Mr. Yang retired in December 1998.
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Mr. Tsui Siu Hang, Steve, aged 38, was appointed as
our independent non-executive Director of the Company
since 19 November 2010. Graduated from The University of
Auckland, New Zealand with a bachelor’s degree in Commerce
(Accounting) in 1995, Mr. Tsui is a Certified Public Accountant
in Hong Kong and a Chartered Accountant in New Zealand. He
has also obtained the qualification of Financial Risk Manager
from the Global Association of Risk Professional. Mr. Tsui
worked for Pricewaterhouse Coopers as an audit manager
from 1992 to 1997. From 2001 till now, he works as auditor
in various companies. Mr. Tsui has more than 15 years of
experience in the auditing field.

SENIOR MANAGEMENT

Mr. Tam Chi Ming George HKCPA, ACIS, ACS, aged
36, is the chief financial officer and company secretary of
our Company. He joined our Group in January 2010 and is
responsible for managing the corporate finance department
of our Group, including overseeing financial management,
compliance and reporting obligations of our Group. Mr. Tam has
over 10 years’ experience in auditing, financial management and
corporate finance. Prior to joining our Group, Mr. Tam worked
for KPMG Corporate Finance Limited as Senior Manager,
responsible for executing merger and acquisition transactions.
Mr. Tam is a fellow member of the Hong Kong Institute of
Certified Public Accountants and an associate member of the
Hong Kong Institute of Chartered Secretaries. Mr. Tam holds
a bachelor’'s degree in Accountancy from the Hong Kong
Polytechnic University and a master’s degree in Business
Administration from the University of London.

Mr. Wang Zhizhong, aged 44, is the deputy general manager
and the head of our Production Department. Mr. Wang joined
our Group in 2005. Mr. Wang was qualified as an assistant

in 1995. He obtained EAMBIEFKRTHKEZSE (Certificate
for Accomplisher of Technological Achievement in Shanghai*)
for each of the project named “1E& &5 E 1A 5 E 22 DGR
(Development of hollow composite fusion cast blocks*) and “X
R HEE FHNAEBAFAMRAME REMNFR" (Research on
novel refractories for super structure of glass furnace*) from £
ETHRIEZRMZEZEE (Science and Technology Commission of
Shanghai Municipality) in 2000.
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EERGREERE

Mr. Wang worked in the production technology department in
various companies including Yixing Wellfire Nonmetal Materials
Co., Lid. EEEREFCEMHAR AR and EEPFEE
AR Aa] (Yixing Zhongeun Kiln Products Co., Ltd.*), before
joining our Group in 2005. In addition, Mr. Wang, jointly with
Mr. Xu and Dr. Zhang, invented the AJ#EH7 AR EEHEER
FE# (Mono block Stopper with controlled gas flow) which was
registered as a patent (in respect of utility) in the PRC in May
2010.

Mr. Jiang Panyuan, aged 48, joined us in 2007 as head of
our Purchasing Department. Mr. Jiang is mainly responsible
for our procurement and environmental protection matters. Mr.
Jiang graduated from L& & EEEIRE4 (Jiangsu Radio and
TV Institute*) in 2001 and worked as the officer in a community
association in Yixing Yang'an (E & ¥ F T RZ% & €) from 1989
to 2007 prior to joining our Group.

Mr. Tang Jishan, aged 38, joined us in 2007 as head of
our Research and Development Department. He obtained his
bachelor’s and master’s degree in Metallurgy of Iron and Steel in
2001, both from Wuhan University of Science and Technology.
He has experience in the field of metallurgical industry. He
worked in the sales department in Vesuvius Advanced Ceramics
(Suzhou) Co. Ltd..

Mr. Dai Donglin, aged 42, joined us in 2007 as executive
regional sales manager. He obtained a bachelor’s degree in
Arts from Henan University in 1992. He then joined Vesuvius
Advanced Ceramics (Suzhou) Co. Ltd. from 1995 to 2004.
Mr. Dai furthered his studies on Civil and Commercial Law
between 1998 and 2000 in Jilin University. He has many years
of experiences in sales management.

For the purpose of this section, “*” denotes unofficial English translation.
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The Directors are pleased to present their report and audited
financial statements of the Group for the year ended 31
December 2011.

PRINCIPAL ACTIVITIES

The Group is primarily engaged in the manufacturing of
advanced steel flow control products used in the continuous
casting steel making process to protect, control and regulate
the flow of molten steel.

The Group’s turnover is mainly derived from business activities
in Mainland China. An analysis of the Group’s income for the
year is set out in note 8 to the financial statements.

Particulars of the Company’s major subsidiaries as at 31
December 2011 are set out in note 32 to the financial
statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2011
are set out in the consolidated income statement on page 52 of
this report.

The state of the Group’s and the Company’s affairs at 31
December 2011 is set out in the consolidated statement of
financial position and statement of financial position on pages
53 and 106 of this report.

The Directors recommended a final dividend of 1 HK cent per
Share for the year ended 31 December 2011 (2010: 3.6 HK
cents).

FIVE YEAR FINANCIAL SUMMARY

The result, assets and liabilities of the Group for the last
five financial years, as extracted from the audited financial
statements, are summarised on page 108 of this report.
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PROPERTY, PLANT AND EQUIPMENT

Details of properties of the Group as at 31 December 2011 are
set out in note 17 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital are set out in note 26
to the financial statements.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at the
latest practicable date prior to the issue of the annual report,
there was a sufficiency of public float the Company’s securities
as required under the Listing Rules.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the year ended 31 December 2011, neither the Company
nor any of its subsidiaries had purchased, redeemed or sold any
of the Company’s listed securities.

RESERVES
Details of the movements in reserves of the Group during the

year are set out in the consolidated statement of changes in
equity.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable
to the Group’s major customers and suppliers are as follows:

Percentage

of the total
purchases/sales
accounted for

Purchases
— the largest supplier 24.8%
— five largest suppliers combined 57.2%
Sales
— the largest customer 12.6%
— five largest customers combined 38.7%

None of the Directors, their associates or any shareholder of the
Company (which to the knowledge of the Directors owns more
than 5% of the Company’s issued share capital) had an interest
in the five largest suppliers or customers of the Group noted
above.

At no time during the year, none of the Directors, their
associates or shareholders (which to the knowledge of the
Directors own more than 5% of the Company’s issued share
capital) has any interest in the customers or suppliers disclosed
above.
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DIRECTORS EE

The Directors who held office during the year and up to the date RENEERAREARZEFTOT -
of this report were:

Executive Directors HITES

Mr. Xu Yejun (Chairman and chief executive officer) BREBRE (FEFTHAAH)
Dr. Zhang Lanyin SREFERIE T

Mr. Gu Aoxing BEFIT R AE

Non-executive Director FHITES

Mr. Gao Zhilong Skt ks

Independent Non-executive Directors BIUFHITES

Mr. Yao Enshu ok BUR A

Mr. Yang Fugiang et

Mr. Tsui Siu Hang, Steve REpELEE

DIRECTORS’ PROFILES EEEE

Directors’ profiles are set out on pages 25 to 30 of this report. EEBEREHNAFRFEI5E308 °
DIRECTORS’ SERVICE CONTRACTS EEERBESYH

Each of our executive Directors has entered into a service BEPTEFEZBEARFEI I RGEE
contract with our Company pursuant to which they agreed to B BREREREB T -TFHAtAH
act as executive Directors for an initial term of three years with RETHATES VL RH=F - TH#
effect from 7 June 2010. The term of service shall be renewed RF AR E RS R ER —FEEER
and extended automatically by one year on the expiry of such KEBEHR—F  HEEEM—FRIEBETHE
initial term and on the expiry of every successive period of BEmAIA S —HER TN VPR=ZEAZE
one year thereafter, unless either party has given at least three HBMTTERAIE -

months’ written notice of non-renewal before the expiry of the

then existing term.
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Each of our non-executive Director and our independent non-
executive Directors (except for Mr. Tsui Siu Hang, Steve) has
been appointed for an initial term of one year commencing from
7 June 2010 renewable automatically for successive term of
one year each commencing from the next day after the expiry
of then current term of appointment, unless terminated by either
our non-executive Director or our independent non-executive
Director, as applicable, or our Company giving not less than
three months’ notice in writing expiring at the end of the initial
term or at any time thereafter. Mr. Tsui Siu Hang, Steve, an
independent non-executive Director appointed on 21 November
2010, has been appointed for an initial term of one year
commencing from 21 November 2010 renewable automatically
for successive term of one year each commencing from the next
day after the expiry of then current term of appointment, unless
terminated by either Mr. Tsui Siu Hang, Steve himself or our
Company giving not less than three months’ notice in writing
expiring at the end of the initial term or at any time thereafter.

No Director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is not
determinable by the Company within one year without payment
of compensation, other than normal statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the particulars disclosed in note 30 under
the heading “Related Party Transactions” to the financial
statements, there were no other contracts of significance in
relation to the Company’s business, to which the Company or
any of the Company’s subsidiaries was a party nor there were
any other contracts of significance in relation to the Company’s
business between the Company or any of the Company’s
subsidiaries subsisting at the end of the year or at any time
during the year in which a Director had, whether directly or
indirectly, a material interest.

No contract of significance had been entered into between
the Company or any of its subsidiaries and the controlling
shareholder (as defined in the Listing Rules) of the Company or
any of its subsidiaries.
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No contract of significance for the provision of services to
the Company or any of its subsidiaries by the controlling
shareholder of the Company or any of its subsidiaries was
entered into.

DIRECTORS’ INTEREST IN SHARES

As at 31 December 2011, the interests or short positions of
the Directors or chief executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO”)), as recorded in the
register of the Company required to be kept under section 352
of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to Part XV of the SFO or pursuant
to the Model Code for Securities Transactions by Directors of
Listed Companies (“Model Code”), are set out below:

Long and short positions in the Shares and underlying
Shares

Number of

Name of Director Nature of interest securities held
(Note 1)

EERR EaNHE FrisHR%8E
(B1aE1)

Mr. Xu Yejun Beneficial owner 360,000,000 Shares (L)
REERE EnlEEAA 360,000,000 B 5 (L)
Interest of spouse 500,000 Shares (L)

B 500,000/ A&7 (L)

Mr. Gao Zhilong Beneficial owner 171,000,000 Shares (L)
B RE R E EHEAA 171,000,0008& B 15 (L)
Dr. Zhang Lanyin  Beneficial owner 90,000,000 Shares (L)
SREIRE BEEEAA 90,000,000/% i% 5 (L)
Mr. Gu Aoxing Beneficial owner 36,000,000 Shares (L)
BERITRAE BEREAA 36,000,000/ %5 (L)

Sinoref Holdings Limited ZiZEAER A E

BEERT S AR B S B AR MY B A B 2 42 A
IR ER [A) A X B gl B AE ] B B & AR AR TS
ZBEREHN -

EERKzER

RZB——F+_A=+—H ARFE
FRITBAREN AR A ST ARRI R

(EEREFLAEKEDN ((BEFEHE
el ]) EXVER) 2 Bty ~ BRI R (B
ZHRAEBARAIREES KRS EDIE
3E2MRRTFEZ BELMP L - HRE
FHREEEAIEXVER AR ERE
TREAFERXHWEETRI (FESTAL) B
HMEARNE LRz Em FORBINT

REOREBERDZFARAKR

Interest in
underlying shares
of share option

Approximate
percentage of
shareholding

(Note 1) (%)

MRz 0]

HRkRES BOL

(K1) (%)

3,000,000 (L) (Note 2) 30.25
3,000,000 (L) (A7a£2)

500,000 (L) (Note 4) 0.042
500,000 (L) (47at4)

- 14.25

9,000,000 (L) (Note 3) 8.25
9,000,000 (L) (A74£3)

9,000,000 (L) (Note 3) 3.75
9,000,000 (L) (#72£3)



Notes:

1.

Save

The letter “L” denotes the person’s long position in our Shares.

On 22 November 2010, Mr. Xu Yejun was granted 3,000,000
options under the share option scheme of the Company to
subscribe for 3,000,000 Shares, exercisable at a price of
HK$1.408 per share in three tranches in the proportion of 30%,
60% and 100% on 22 November 2011, 22 November 2012 and
22 November 2013 respectively. The options have a term of ten
years commencing from 22 November 2010.

On 22 November 2010, each of Mr. Gu Aoxing and Dr. Zhang
Lanyin was granted 5,000,000 options under the share option
scheme of the Company to subscribe for 5,000,000 Shares,
exercisable at a price of HK$1.408 per share in three tranches in
the proportion of 30%, 60% and 100% on 22 November 2011, 22
November 2012 and 22 November 2013 respectively. The options
have a term of ten years commencing from 22 November 2010.

On 27 September 2011, each of Mr. Gu Aoxing and Dr. Zhang
Lanyin was granted 4,000,000 options under the share option
scheme of the Company to subscribe for 4,000,000 Shares,
exercisable at a price of HK$0.476 per share in three tranches in
the proportion of 30%, 60% and 100% on 27 September 2012,
27 September 2013 and 27 September 2014 respectively. The
options have a term of ten years commencing from 27 September
2011.

These options were held by Ms. Gu Shuping, the wife of Mr. Xu
Yejun.

as disclosed above, as at 31 December 2011, none of the

Directors or chief executive of the Company had any interest

or sh

ort positions of the in the shares, underlying shares and

debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO), as recorded in the
register of the Company required to be kept under section 352
of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to Part XV of the SFO or pursuant to
the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 December 2011, so far as was known to the Directors
of the Company, the following persons, other than the Directors
and chief executive of the Company, had an interest or short
position in the shares and underlying shares of the Company,
which were required to be recorded in the register maintained

FERRZER

RZF——F+-A=+—8  ®HARF
EE=MA UTAL (RRBEFERTH
AR IN) AR B B K A8 B {7 o
BARER 7 MR EGRIIEIB6HELR
ARBFENECM 2 #ERlORBINT

by the Company pursuant to Section 336 of the SFO were as

follows:

Long and short positions in the Shares and underlying

Shares

Name of
Shareholder

BRIt

Ms. Gu Shuping
(Note 2)
BORSER L (Hitz)

Ms. Chai Xiaoyuan
(Note 3)
Sexigat (Hi£3)
Mr. Chai Xishu
SeFmB Tt
Ms. Wang Suying
(Note 4)
FERERZT (HiF4)
Ms. Zhao Yijun (Note 5)
WAL L (H:75)
Mr. Cheah Cheng
Hye
AE /L

Ms. To Hau Yin (Note 7)

M98+ (K:E7)

Hang Seng Bank
Trustee International
Limited

Sinoref Holdings Limited

Nature of interest

L1030

Interest of spouse

Ao B o
Beneficial owner
EnlAA
Interest of spouse
Ao B &

Beneficial owner
EnlAA
Interest of spouse

AciBtEss

Interest of spouse
I (S 2=
Founder of a

discretionary trust

By BEFE2 BIHA

Interest of spouse
[N e

Trustee

ZFEA

EMZERERAT

Interest in

Number of underlying shares

securities held

of share option

REOREBERDZFRRALR

Approximate

percentage of

shareholding

(Note 1) (Note 1) (%)
BEEZ i a)id
FRi5E S8 HE B mES BSL
(Biat1) (Htat1) (%)
360,000,000 Shares (L) 3,000,000 (L) 30.25
360,000,000R% %15 (L) 3,000,000 (L)
500,000 (L) 0.042
500,000 (L
171,000,000 Shares (L) - 14.25
171,000,000/% 815 (L) -
108,000,000 Shares (L) - 9.00
108,000,000/% 815 (L) -
108,000,000 Shares (L) 9.00
108,000,0008% i 5 (L) -
90,000,000 Shares (L) 9,000,000 (L) 8.25
90,000,000/ J& 17 (L) 9,000,000 (L)
60,736,000 Shares (L) - 5.06
(Note 6)
60,736,000/% %15 (L)
(Hiate)
60,736,000 Shares (L) - 5.06
60,736,0000% B 1% (L)
- 5.06

(
60,736,000 Shares (L
(

)
60,736,000 8% 17 (L)



Notes:

1. The letter “L” denotes the person’s long position in our Shares.
2. Ms. Gu Shuping is the wife of Mr. Xu Yejun.

3. Ms. Chai Xiaoyuan is the wife of Mr. Gao Zhilong.

4. Ms. Wang Suying is the wife of Mr. Chai Xishu.

5. Ms. Zhao Yijun is the wife of Dr. Zhang Lanyin.

6. These Shares were held by Value Partners Limited. Value Partners
Limited is wholly owned by Value Partners Group Limited, of which
28.69% of shares were owned to Cheah Capital Management
Limited. Cheah Capital Management Limited is wholly owned by
Cheah Company Limited. The entire issued share capital of Cheah
Company Limited is held by Hang Seng Bank Trustee International
Limited as discretionary trustee for Mr. Cheah Cheng Hye’s family.

7. Ms. To Hau Yin is the wife of Mr. Cheah Cheng Hye.

Save as disclosed above, the Directors and the chief executive
of the Company are not aware that there is any party who, as
at 31 December 2011, had interests or short positions in the
shares and underlying shares of the Company, which would
fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO or be directly or
indirectly interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances
of general meetings of the Company or substantial shareholders
as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share
Option Scheme”), which was adopted on 27 June 2010 (the
“Adoption Date”), for the purpose of providing incentives or
rewards to selected eligible participants for their contribution
to the Group. Unless otherwise cancelled or amended, the
Share Option Scheme will remain in force for ten years from the
Adoption Date.

Eligible participants of the Share Option Scheme include the
following:

()  any employee (whether full time or part time) of the
Group or any entity (the “Invested Entity”) in which any
member of the Group holds any shareholding (including
any executive director but excluding any non-executive
director of the Group or any Invested Entity);

(i) any non-executive directors (including independent non-
executive directors) of the Group or any Invested Entity;

(i) any supplier of goods or services to any member of the
Group or any Invested Entity;

(iv) any customer of the Group or any Invested Entity;

(v) any person or entity that provides research, development
or other technological support to the Group or any
Invested Entity;

(v any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity;

(vii) any adviser (professional or otherwise) or consultant to any
area of business or business development of the Group or
any Invested Entity; and
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(viii) any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliances or other business arrangement to the
development and growth of the Group.

As at the date of this annual report, the total number of
Shares available for issue under the Share Option Scheme is
120,000,000, representing 10% of the issued share capital of
the Company as at the date of this annual report. The maximum
number of Shares issuable upon exercise of the options which
may be granted under the Share Option Scheme and any other
share option scheme of the Group (including both exercised and
outstanding options) to each participant in any 12-month period
shall not exceed 1% of the issued share capital of the Company
for the time being. Any further grant of share options in excess
of this limit is subject to Shareholders’ approval in a general
meeting.

Share options granted to a Director, chief executive or
substantial shareholder of the Company, or to any of their
respective associates (as defined under the Listing Rules),
are subject to approval in advance by the independent non-
executive Directors (excluding independent non-executive
Director who is the grantee of the options). In addition, where
any grant of share options to a substantial shareholder or an
independent non-executive Director, or to any of their respective
associates, would result in the Shares issued and to be issued
upon exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding) to such
person in excess of 0.1% of the Shares in issue and with an
aggregate value (based on the closing price of the Shares at
the date of the grant) in excess of HK$5 million, in a 12-month
period up to and including the date of grant, such grant of
share options are subject to Shareholders’ approval in a general
meeting.
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The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a nominal
consideration of HK$1 by the grantee. The exercise period for
the share options granted is determined by the Board, which
period may commence from the date of acceptance of the
offer for the grant of share options but shall end in any event
not later than 10 years from the date of the grant of the option
subject to the provisions for early termination under the Share
Option Scheme.

The subscription price for Shares under the Share Option
Scheme shall be a price determined by the Board, but shall not
be less than the highest of:

()  the closing price of Shares as stated in the daily
quotations sheet of the Stock Exchange on the date of the
offer of the grant, which must be a business day;

(i)  the average closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of the offer of
grant; and

(i)  the nominal value of the Shares.

Since the Adoption Date and up to 31 December 2011,
120,000,000 share options has been granted by the Company,
representing 10% of the issued share capital of the Company
as at the date of this annual report.
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DIRECTOR’S INTEREST IN SHARE OPTIONS

Movements of the options, which were granted under the share

option scheme, during the year were listed below in accordance
with Rule 17.07 of the Listing Rules:

Name of Director
or his associate
Mr. Xu Yejun

Dr. Zhang Lanyin

Mr. Gu Aoxing

Ms. Gu Shuping
(Note 1)

L
LN £
FEREE

FHREL

)

BHfTRE

=X

Bt
(Witt)

No. of share options

Report of the Directors"
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RBEBREAEIRE cBRENFRN 2 #
BIRE ETARAE17.07E20MT ¢

BRESE
Granted Exercised Forfeited Cancelled  Lapsed Outstanding at Exercise
Date of Outstanding at during during during during during 31 December price if Exercise
grant 1January 2011  theyear  theyear  theyear  theyear  the year 2011 share options Period
RIB--% RI8--%
-A-8 +ZB=t+-8 | 1 +4
BHHAM HEGHE  FARE  FAOE  FRER FREE EREX 3 iR T8
(Note 2)
(o)
HK$
#r
2211/2010 3,000,000 - - - - - 3,000,000 1408 22112011 to
21/11/2020
220112012
211112020
22111/2010 5,000,000 - - - - - 5,000,000 1408 22111/2011 to
(Note 3) 2111/2020
(23) 2M/2011E
21/11/2020
271912011 - 4,000,000 - - - - 4,000,000 0476 27/9/2012 to
(Note 4) 26/9/2021
(Hiite) 21/9/2012%
26/9/2021
2211/2010 5,000,000 - - - - - 5,000,000 1408 22111/2011 to
(Note 3) 2111/2020
(Hs) 2I11/2011E
21/11/2020
271912011 - 4,000,000 - - - - 4,000,000 0476 27/9/2012 to
(Note 4) 26/9/2021
(Hi4) 21/9/2012%
26/9/2021
22111/2010 500,000 - - - - - 500,000 1408 22111/2011 to
2111/2020
2/11/2012
21/11/2020
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Notes:

1. Ms. Guo Shuping is the wife of Mr. Xu Yejun, the chairman, the
chief executive officer and an executive Director of the Company
and hence an associate (as defined in the Listing Rules) of Mr. Xu
Yejun.

2. The closing price of the Shares immediately on before the date on
which the options were granted was HK$1.43.

3. These options granted under the Share Option Scheme have a
term of ten years commencing from 22 November 2010 and shall
vest and become exercisable in three tranches in the proportion
of 30%, 60% and 100% on 22 November 2011, 22 November
2012 and 22 November 2013 respectively.

4. These options granted under the Share Option Scheme have a
term of ten years commencing from 27 September 2011 and shall
vest and become exercisable in three tranches in the proportion
of 30%, 60% and 100% on 27 September 2012, 27 September
2013 and 27 September 2014 respectively.

Further details of share options were stipulated in note 27 to
the financial statements. Apart from the aforesaid, at no time
during the year ended 31 December 2011 was the Company
or any of its subsidiaries a party to any arrangement to enable
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 the Company or any other body
corporate.
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EMPLOYEES’ INTEREST IN SHARE OPTION
SCHEME

Details of the options to subscribe for shares of the Company
under the Share Option Scheme for the period under review are
as follows:

No. of share options

Report of the Directors"
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REBEHA - RIEERETE AT REAR
Al 2 BERREREIB AN T

Outstanding at ~ Granted Exercised  Forfeited

Date of 1 January during during during

Class of grantee KBARER grant 2011 theyear theyear  the year
R:?E-E

RHHAM AETE  FARY  FATE  FREk

Directors (Note 1) EZ(W#1) 2112010 13,000,000 - - -

211972011 - 8,000,000 - -

Other employess HUEE (fz2)  2211/2010 47,000,000 - - -
(Note 2)

27/9/2011 - 52,000,000 - -

Notes:

1. Details of options granted to the Directors are set out in the
paragraph headed “Directors’ Interest in Share Options” in the
Report of the Directors above.

2. Other employees include employees of the Group (other than
Directors) working under employment contract of the Group
which are regarded as “continuous contract” for the purpose of
the Employment Ordinance (Cap. 57 of the Laws of Hong Kong).

3. The closing price of the Shares on the date on which the options
were granted was HK$1.43.

4. The closing price of the Shares on the date on which the options
were granted was HK$0.43.

5. These options granted under the Share Option Scheme have a
term of ten years commencing from 22 November 2010 and shall
vest and become exercisable in three tranches in the proportion
of 30%, 60% and 100% on 22 November 2011, 22 November
2012 and 22 November 2013 respectively.

6. These options granted under the Share Option Scheme have a
term of ten years commencing from 27 September 2011 and shall
vest and become exercisable in three tranches in the proportion
of 30%, 60% and 100% on 27 September 2012, 27 September
2013 and 27 September 2014 respectively.
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RIGHTS TO ACQUIRE COMPANY’S SECURITIES

Other than as disclosed under the sections “Share Options”
and “Directors’ Interest in Shares” above, at no time during the
year was the Company or any of its subsidiaries, or any of its
fellow subsidiaries, a party to any arrangement to enable the
Directors or chief executives of the Company or their respective
associates (as defined in the Listing Rules) to have any right to
subscribe for securities of the Company or any of its associated
corporations as defined in the SFO or to acquire benefits
by means of acquisition of shares in, or debentures of, the
Company or any other body corporate.

CONNECTED TRANSACTIONS

Details of the related party transactions undertaken in the
usual course of business are set out in note 30 to the financial
statements. None of these related party transactions constitutes
a discloseable connected transaction as defined under the
Listing Rules.

COMPETING INTERESTS

None of the Directors or the management shareholders of the
Company and their respective associates (as defined under the
Listing Rules) had any interest in a business which competes or
may compete with the business of the Group or has any other
conflict of interest with the Group during the year and up to the
date of this report.

PRE-EMPTIVE RIGHTS

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

MANAGEMENT CONTRACTS

No contracts of significance 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.
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EMOLUMENT POLICY

The emolument policy of the employees and senior management
of the Group is set up by the remuneration committee of
the Company on the basis of their merit, qualifications and
competence.

The emoluments of the Directors are decided by the
remuneration committee of the Company, having regard
to market competitiveness, individual performance and
achievement.

The Company has adopted a share option scheme as an
incentive to Directors and eligible employees, details of the
scheme is set out in note 27 to the financial statements.

EVENTS AFTER THE REPORTING PERIOD

There are no material events after the reporting period which
would require disclosure to the financial statements.

CORPORATE GOVERNANCE

Details of the Company’s corporate governance practices are
set out in the “Corporate Governance Report” section of this
annual report.

AUDIT COMMITTEE

The Company established an audit committee (the “Audit
Committee”) with written terms of reference in compliance with
the requirements as set out in the Listing Rules for the purposes
of reviewing and supervising the financial reporting process and
internal controls of the Group.

The Audit Committee currently comprises Mr. Tsui Siu Hang,
Steve (Chairman), Mr. Yao Enshu and Mr. Yang Fugiang.
The Audit Committee has reviewed and discussed with the
management and the external auditors financial reporting
matters including the annual results for the year ended 31
December 2011.
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AUDITOR

A resolution to re-appoint the retiring auditor, Deloitte Touche
Tohmatsu, will be proposed at the forthcoming annual general
meeting.

CLOSURE OF REGISTER OF MEMBERS

For determining the qualification for attending the annual
general meeting of the Company to be held on 12 June 2012,
the register of members of the Company will be closed from
8 June 2012 to 12 June 2012 (both dates inclusive), during
which period no transfer of shares will be effected. In order to
be qualify for attending the annual general meeting, all transfer
documents accompanied by the relevant share certificates must
be lodged with the Company’s branch share registrar in Hong
Kong, Tricor Investor Services Limited, at 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong for
registration not later than 4:30 p.m. on 7 June 2012.

For determining the entitlement to the proposed final dividend
for the year ended 31 December 2011, the register of members
of the Company will be closed from 19 June 2012 to 20 June
2012 (both days inclusive), during which period no transfer of
shares will be registered. In order to be eligible to receive the
proposed final dividend for the year ended 31 December 2011,
all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited, at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong, no later than 4:30 p.m. on 18 June 2012.

By order of the Board
Sinoref Holdings Limited
Xu Yejun

Chairman

Hong Kong, 28 March 2012
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Independent Auditor’s Report

Deloitte.
=3

TO THE MEMBERS OF SINOREF HOLDINGS LIMITED
ERZEERARAT
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Sinoref Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 52 to
107, which comprise the consolidated statement of financial
position as at 31 December 2011, and the consolidated
statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that give a true
and fair view in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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Independent Auditor’s Report
g 8 (RS

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, in accordance with our agreed
terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit
in accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
from material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31
December 2011, and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 March 2012
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Consolidated Statement of Comprehensive Income

e 2H W ER

For the year ended 31 December 2011
HE—_T——F+-A=+—BULEFE

Revenue
Cost of sales

Gross profit
Other income

Selling and distribution costs

Administrative expenses

Other expenses
Finance costs

Profit before taxation
Taxation

Profit and total comprehensive

income for the year attributable

to owners of the Company

Earnings per share
Basic (RMB)

Diluted (RMB)

Sinoref Holdings Limited

EMZERERAT

WA
HERKAR

EH

H A

HE M AR AR
TR
HAF
EI¥={%N

BR B A F
IR

EN/NCIE 2PN ]

FRENEFER
e PN L

B &R

EAX (AR¥)

#E (AR®)

Notes
M

11

12

16

2011 2010
—Z2—%F —E-FF
RMB’000 RMB’000
AR®TTT AR¥EFTT
323,421 318,762
(142,722) (100,782)
180,699 217,980
1,700 813
(28,334) (27,855)
(39,297) (19,671)

- (12,0083)

- (265)

114,768 158,999
(22,757) (28,943)
92,011 130,056
0.08 0.12

0.08 0.12




Consolidated Statement of Financial Position

e BN R

Non-current assets

Property, plant and equipment

Prepaid land lease payments

Deposit paid for acquisition of plant
and equipment

Current assets

Inventories

Trade receivables

Bills receivables

Other receivables, deposits
and prepayments

Prepaid land lease payments

Bank balances and cash

Current liabilities

Trade payables

Other payables and accruals
Tax liabilities

Net current assets

Total assets less current liabilities

Non-current liability
Deferred tax liabilities

Capital and reserves
Share capital
Reserves

Total equity
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The consolidated financial statements on pages 52 to 107 were
approved and authorised for issue by the Board of Directors on
28 March 2012 and are signed on its behalf by:

EE
DIRECTOR

Notes

B E

17
18

19
20
21

18
22

23
24

25

26

At 31 December 2011
RZFE——F+=A=+—H

2011 2010
—e——% | —T TF
RMB’000 RMB’000
AR®FRE | ARETR
123,320 57,536
10,097 10,331
31 3,930
133,448 71,797
24,913 15,273
117,905 96,593
39,715 30,579
688 516

235 235
305,572 315,554
489,028 458,750
21,007 15,248
36,185 29,453
11,014 4,912
68,206 49,613
420,822 409,137
554,270 480,934
9,425 10,937
544,845 469,997
104,201 104,201
440,644 365,796
544,845 469,997
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Consolidated Statement of Changes in Equity
meEm BBk

For the year ended 31 December 2011
HE—_T——F+-A=+—BULEFE

Share
Share Share Special  Statutory options  Retained
capital  premium reserve reserves reserve profits Total

ks BROHERR  RBRRHE  EEHG BRERE | REEN L
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETFT ARETR ARETT ARETT ARETR ARETT ARET:
(Note a) (Note b)
(Fsta) (M5to)

At 1 January 2010 RZE-5%
—-A-H 47,041 - - 10,709 - 95,827 163,677
Profit for the year representing  EREH (EER

.

total comprehensive income 2 EKALE)

for the year - - - - - 130,056 130,056
Special reserve arising from NEEEE AR

exchange of shares upon FEERHIRE

Corporate Reorganisation (46,867 - 46,867 - - - -
Issue of shares by capitalisation & @& K7 (ER

of share premium account BRERNTBAORG 77977 (77,977) - - - - -
Issue of shares pursuant REZHEE

to global offering Ffetn 26,050 171,931 - - - - 197,981
Expenses incurred in connection #tE{T# (R

with issue of new shares mEE AT - (13,512) - - - - (13,512)
Recognition of equity settled RRALEE

share-based payments AR RERER - - - - 1,895 - 1,895
Transfer to statutory reserves ~ EBZEETHE - - - 15,879 - (15,879) -
At 31 December 2010 RZZ-ZF

+-A=+-H 104,201 80,442 46,867 26,588 1,895 210,004 469,997

Profit for the year representing S REF| (FEER

total comprehensive income  2EYALE)

for the year - - - - - 92,011 92,011
Final dividend for year HE-Z-TF

ended 31 December 2010 +-A=+-H

IFEERBRE - - - - - (35,207)  (35,207)

Recognition of equity settled RBEAEE

share-based payments G AERET - - - - 18,044 - 18,044
Transfer to statutory reserves ~ BREETHE - - - 12,685 - (12,685) -
At 31 December 2011 RZE——F

+ZA=+-H 104,201 80,442 46,867 39,273 19,939 254,123 544,845
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Consolidated Statement of Changes in Equity

Notes:

(a)

Special reserve represents the difference between the nominal
value of shares of the Company issued as consideration in
exchange for the aggregate of the paid-up capital of the
subsidiaries of the Company arising upon the corporate
reorganisation (the “Corporate Reorganisation”) to rationalise the
Group’s structure prior to listing of the Company’s shares on The
Stock Exchange of Hong Kong Limited.

In accordance with the relevant laws and regulations of the
People’s Republic of China (“PRC”), the PRC subsidiary is
required to provide for PRC statutory reserves, including
enterprise expansion fund and general reserve fund, by way of
appropriations from its statutory net profit (based on the PRC
statutory financial statements of the PRC subsidiary) but before
dividend distributions.

All appropriations to the funds are made at the discretion of the
PRC subsidiary’s board of directors, at a minimum of 10%. The
board of directors of the PRC subsidiary shall decide on the
amounts to be appropriated based on its profitability each year.

The enterprise expansion fund may be used to increase registered
capital subject to approval from the relevant PRC authorities. The
general reserves fund may be used to offset accumulated losses
or increase the registered capital subject to approval from the
relevant PRC authorities.

At -

GEEREER

For the year ended 31 December 2011
BE-_ZT——F+-_A=t+—BLFE
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Consolidated Statement of Cash Flows

e R MER

For the year ended 31 December 2011
HE—_T——F+-A=+—BULEFE

Operating activities
Profit before taxation

Adjustments for:
Interest income
Interest expense
Depreciation of property, plant and equipment
Amortisation of prepaid land lease payments
Share-based payments expense

Operating cash flows before movements
in working capital

Increase in inventories

Increase in trade receivables

Increase in bills receivable

Increase in other receivables,
deposits and prepayments

Increase in trade payables

Increase in other payables and accruals

Net cash generated from operations
PRC income tax paid

Net cash from operating activities

Investing activities

Interest received

Purchase of property, plant and equipment
Deposit paid for acquisition of plant and equipment

Net cash used in investing activities

Financing activities
Dividends paid
Interest paid
Proceeds from issue of new shares
Expenses paid in connection with the
issue of shares
Repayment of discounted bills with recourse

Net cash (used in) from financing activities

Net (decrease) increase in cash
and cash equivalents

Cash and cash equivalents at beginning
of the year

Cash and cash equivalents at end of the year,
representing bank balances and cash

Sinoref Holdings Limited ZiZEAER A E
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FRIAGRBEFEN
PASRIT#EER IR 2 DIIR

2011 2010
—2——5 —ZT-TF
RMB’000 RMB’000
AR®TR ARETT
114,768 158,999
(1,700) (551)
- 265

7,532 4,962
234 235
18,044 1,895
138,878 165,805
(9,640) (6,669)
(21,312) (50,103)
(9,136) (17,954)
(172) (375)
5,759 13,646
1,836 11,154
106,213 115,504
(18,167) (22,380)
88,046 93,124
1,700 551
(64,490) (14,883)
(31) (3,930)
(62,821) (18,262)
(35,207) -
- (265)

- 197,981
- (13,512)
- (9,012)
(35,207) 175,192
(9,982) 250,054
315,554 65,500
305,572 315,554




Notes to the Consolidated Financial Statements"

GENERAL

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability on 4 February
2010 under the Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The
shares of the Company have been listed on The Stock
Exchange of Hong Kong Limited with effect from 7 July
2010. The addresses of the registered office and principal
place of business of the Company are disclosed in the
section headed “Corporate Information” to the annual
report.

The Company acts as an investment holding company.
The principal activities of its subsidiaries are set out in
note 32.

The consolidated financial statements are presented in
Renminbi (“RMB”), which is also the functional currency of
the Company.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied the following
new and revised HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”).

Amendments to Improvements to HKFRSs issued

HKFRSs in 2010
HKAS 24 Related Party Disclosures
(as revised in
2009)
Amendments to Classification of Rights Issues
HKAS 32

Amendments to
HK(IFRIC) — Int 14

Prepayments of a Minimum
Funding Requirement

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities

with Equity Instruments

e B R M R

For the year ended 31 December 2011
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A MR R AR

For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

The adoption of these new and revised HKFRSs had no
material effect on the results or financial position of the

Group for the current or prior accounting periods.

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective:

Amendments to
HKFRS 7

Amendments to
HKFRS 7 and
HKFRS 9

HKFRS 9

HKFRS 10
HKFRS 11
HKFRS 12
HKFRS 13

Amendments to
HKAS 1
Amendments to
HKAS 12
HKAS 19
(as revised in
2011)
HKAS 27
(as revised in
2011)
HKAS 28
(as revised in
2011)
Amendments to
HKAS 32
HK(IFRIC) — Int 20

Sinoref Holdings Limited

Disclosures — Transfers of Financial
Assets’

Disclosures — Offsetting Financial
Assets and Financial Liabilities*

Mandatory Effective Date of
HKFRS 9 and Transition
Disclosures®

Financial Instruments®
Consolidated Financial Statements*
Joint Arrangements*

Disclosure of Interests in Other
Entities*
Fair Value Measurement*

Presentation of Items of Other
Comprehensive Income?®
Deferred Tax — Recovery of
Underlying Assets?
Employee Benefits*

Separate Financial Statements*

Investments in Associates and
Joint Ventures*

Offsetting Financial Assets and
Financial Liabilities®

Stripping Costs in the Production
Phase of a Surface Mine*
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Notes to the Consolidated Financial Statements"

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

! Effective for annual periods beginning on or after 1 July

2011

2 Effective for annual periods beginning on or after 1 January
2012

8 Effective for annual periods beginning on or after 1 July
2012

4 Effective for annual periods beginning on or after 1 January
2013

5 Effective for annual periods beginning on or after 1 January
2014

6 Effective for annual periods beginning on or after 1 January
2015

The directors of the Company (the “Directors”) anticipate
that the application of these new and revised HKFRSs,
amendments or interpretations will have no material impact
on the consolidated financial statement of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in
exchange for goods.

The principal accounting policies are set out below.
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For the year ended 31 December 2011
HE—_ZT——F+-_A=+—BULEFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern the
financial and operating policies of an entity so as to obtain
benefits from its activities.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies in line with those used by other members of the
Group.

All intra-group transactions, balances, income and
expenses are eliminated in full on consolidation.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold in the normal course of business, net of
sales tax.

Revenue from sales of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

° the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated
with the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment including buildings held
for use in the production or supply of goods or services,
or for administrative purpose (other than construction
in progress) are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment other than
construction in progress less their residual values over
their estimated useful lives, using the straight-line method.
The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

Properties in the course of construction for production,
supply or administrative purposes are classified as
construction in progress and are carried at cost, less any
recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy.

Such properties are classified to the appropriate categories
of property, plant and equipment when completed and
ready for intended use. Depreciation of these assets, on
the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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For the year ended 31 December 2011
HE_T——F+-_A=+—BULEFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the
time pattern in which economic benefits from the leased
asset are consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)
Leasehold land and building (continued)

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid land
lease payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis. When the lease payments cannot be
allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are re-translated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.
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For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Borrowing costs

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

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

Retirement benefits costs

The employees of the Group’s subsidiary which operates
in the People’s Republic of China (“PRC”) are required
to participate in a central pension scheme operated by
the local municipal government. The PRC subsidiary is
required to contribute certain percentage of their payroll
costs to the central pension scheme. The contributions are
charged to the profit or loss as they become payable in
accordance with the rules of the central pension scheme.

The Group also operates a Mandatory Provident Fund
Scheme in Hong Kong. The Group contributes 5%
of relevant payroll costs or HK$12,000 (equivalent to
RMB10,000) per annum, whichever is lower, to the
scheme, which contribution is matched by employees.

The contributions are charged to the profit or loss as they
become payable in accordance with the rules of both
schemes.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

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

Deferred tax is recognised on temporary differences
between the carrying amount of assets and liabilities in the
consolidated financial statements and the corresponding
tax base used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary difference
to the extent that it is probable that taxable profits will
be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from the
initial recognition of assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting
profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal
of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Current and deferred tax are recognised in profit or loss.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted-
average method. Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the
sale.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment loss of tangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a cash-
generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately.
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from the
fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

The Group’s financial assets are loans and receivables.
The classification depends on the nature and purpose
of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade receivables, other
receivables, bills receivables and bank balances) are
carried at amortised cost using the effective interest
method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets
below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets
are considered to be impaired where there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial assets,
the estimated future cash flows of the financial assets
have been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

For certain categories of financial assets, such as trade
and bills receivables, assets that are assessed not to
be impaired individually are, in addition, assessed for
impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include
the Group’s past experience of collecting payments,
observable changes in national or local economic
conditions that correlate with default on receivables.

The amount of the impairment loss recognised is the
difference between the asset’s carrying amount and
the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest
rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade and bills receivables, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

If, in a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premium or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount
on initial recognition.

Interest expense is recognised on an effective interest
basis.

Financial liabilities
Financial liabilities including trade payables and other

payables are subsequently measured at amortised cost,
using the effective interest method.
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For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

Equity-settled share-based payment transactions

For share options granted to directors and employees
of the Company and its subsidiaries, the fair value of
services received determined by reference to the fair value
of share options granted at the grant date is expensed
on a straight-line basis over the vesting period, with a
corresponding increase in equity (share options reserve).
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Notes to the Consolidated Financial Statements"

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Equity-settled share-based payment transactions
(continued)

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised
in profit or loss, such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment to
share option reserve.

When the share options are exercised, the amount
previously recognised in share options reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at
the expiry date, the amount previously recognised in share
options reserve will be transferred to retained profits.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 3, the directors of the Company
are required to make estimates and assumptions about
the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year.
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For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and
equipment with respect to depreciation, management
estimates the useful lives of various categories of
property, plant and equipment according to the industrial
experiences over the usage of property, plant and
equipment and also by reference to the relevant industrial
norm. If the actual useful lives of property, plant and
equipment is less than the original estimate useful
lives due to changes in commercial and technological
environment, such difference will impact the depreciation
charge for the remaining period. At 31 December 2011,
the carrying amount of property, plant and equipment is
RMB123,320,000 (2010: RMB57,536,000).

Estimated allowances for inventories

The management estimates the net realisable value of
inventories based primarily on the latest market prices
and current market conditions. The Group carries out an
inventory review at the end of each reporting period and
makes allowance on obsolete and slow moving items to
write off or write down inventories to their net realisable
values. Where the expectation on the net realisable value
is lower than the carrying amount, an impairment may
arise. At 31 December 2011, the carrying amount of
inventories is RMB24,913,000 (2010: RMB15,273,000).

Estimated impairment of trade receivables

When there is objective evidence of impairment loss,
the Group takes into consideration the estimation of
future cash flows. The amount of the impairment loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition). Where the actual future
cash flows are less than expected, a material impairment
loss may arise. As at 31 December 2011, the carrying
amount of trade receivables is RMB117,905,000 (2010:
RMB96,593,000).
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Notes to the Consolidated Financial Statements

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the entities
in the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising share
capital, reserves and retained profits.

The management of the Group reviews the capital
structure on a continuous basis taking into account the
cost of capital and the risk associated with the capital.
The Group will balance its overall capital structure through
payment of dividend, issuance of new shares as well as
the issue of new debt or the redemption of existing debt,
if necessary.

FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

Financial assets SREE

Loans and receivables (including BRI (B
cash and cash equivalents)

Financial liabilities SMAaR

Amortised cost IR AR

RekREeFED)
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For the year ended 31 December 2011
HE_T——F+-A=t+—BULEFE

6.

FINANCIAL INSTRUMENTS (continued)

(b)

Sinoref Holdings Limited

Financial risk management objectives and policies

The Group’s major financial instruments include trade
receivables, other receivables, bills receivables, bank
balances, trade payables and other payables.

Details of these financial instruments are disclosed
in respective notes. The risk associated with these
financial instruments include market risk (currency
risk and interest rate risk), credit risk and liquidity
risk. The polices on how to mitigate these risks
are set out below. The management manages and
monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

Market risk

Currency risk

Certain transactions of the Group are denominated in
Hong Kong dollars (“HKD”) and Euro dollars (“EUR”)
which are other than the functional currency of the
relevant group entity (i.e. RMB), which expose the
Group to foreign currency risk. The Group does not
have a foreign currency hedging policy. However, the
management monitors foreign exchange exposure
and will consider hedging significant foreign currency
exposure should the need arise.
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Notes to the Consolidated Financial Statements

6. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Market risk (continued)
Currency risk (continued)
The carrying amounts of the Group’s foreign currency

denominated financial assets and liabilities at the
reporting date are as follows:

e B R M R
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Assets Liabilities
HE afa

2011 2010 2011 2010
—E——% | -T TF| ZB——%F | -T TF
RMB’000 RMB’000 RMB’000 RMB’000
AR®BTT | AR%Tr| ARWTRET | ARKETT
HKD BT 17,114 87,099 59 76
EUR 81T 1,184 146 - -
The financial assets subject to foreign currency risk WRINERE 2 RVEERE

represents the bank balances denominated in HKD
and trade receivables denominated in EUR held by
the subsidiaries of the Company in Hong Kong and
the PRC.
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For the year ended 31 December 2011
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6.

FINANCIAL INSTRUMENTS (continued)

(b)

Sinoref Holdings Limited

Financial risk management objectives and policies
(continued)

Market risk (continued)

Currency risk (continued)

The following table details the Group’s sensitivity
to a 5% appreciation or depreciation of the HKD
and EUR against RMB. 5% is the sensitivity rate
used when reporting foreign currency risk internally
to key management personnel and represents
management’s assessment of the possible
change in foreign exchange rate. The sensitivity
analysis includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the end of the reporting period for
a 5% change in foreign currency rate. A positive
number indicates an increase in profit where HKD
and EUR strengthens 5% against the RMB. For a
5% weakening of HKD and EUR against RMB, there
would be an equal and opposite impact.

HKD
EUR

LIS
TN

E

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange
risk as the year end exposure does not reflect the
exposure during the year.
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FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Market risk (continued)

Interest rate risk

The Group’s exposure to cash flow interest rate
risk in relation to bank balances at the end of the
reporting period is considered as insignificant.
The Group does not have an interest rate hedging
policy. However, the management monitors interest
rate exposure and will consider hedging significant
interest rate exposure should the need arise.

Credit risk

As at 31 December 2011, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties provided by the
Group is arising from the carrying amount of the
respective recognised financial assets as stated in
the consolidated statement of financial position. The
Group has adopted a policy of only dealing with
creditworthy counterparties, as a means of mitigating
the risk of financial loss from defaults.

The credit risk on liquid funds is limited because
the counterparties are number of banks with high
credit ratings assigned by international credit-rating
agencies.
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For the year ended 31 December 2011
HE_T——F+-A=t+—BULEFE

6.

FINANCIAL INSTRUMENTS (continued)

(b)

Sinoref Holdings Limited

Financial risk management objectives and policies
(continued)

Credit risk (continued)

As at 31 December 2011, the Group has
concentration of credit risk as 14% (2010: 13%)
and 45% (2010: 41%) of the total trade receivables
was due from the Group’s largest customer and
the five largest customers respectively. The Group’s
concentration of credit risk by geographical locations
is mainly in the PRC, which accounted for 99% (31
December 2010: 100%) of the total trade receivable
as at 31 December 2011. In order to minimise the
concentration risk, the management of the Group
has delegated staff responsible for determination of
credit limits, credit approvals and other monitoring
procedures to ensure follow-up action is taken
to recover overdue debts. In addition, the Group
reviews the recoverable amount of each of individual
trade debt regularly to ensure that adequate
impairment losses are made for irrecoverable
amount. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly
reduced.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay.
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For the year ended 31 December 2011
BHE-_ZT——F+-A=t+—BLFE

FINANCIAL INSTRUMENTS (continued) 6. &mIA (&)
(b) Financial risk management objectives and policies (b) SREMREEZEHREE
(continued) (#&)
Liquidity risk (continued) TEETER (&)
Weighted
average On demand Total
effective or less than undiscounted
interest rate 3 months 3 months cash flows
mEFY BREXH to 1 year FAR Total
ERfE DR3ER SEREIE BRERHE st

%  RMB'O00  RMB'000  RMB'000  RMB'000
% ARETR AREBTT ARETR ARETL

As at 31 December A_E——F
2011 +ZA=+—-H
Trade payables BHRENHE - 13,732 7,275 21,007 21,007
Other payables Hib R ZE - 8,482 - 8,482 8,482
22,214 7,275 29,489 29,489
As at 31 December R-ZE-B%f
2010 +ZHA=+—-H
Trade payables B S FE - 10,548 4,700 15,248 15,248
Other payables HibER TR - 3,413 - 3,413 3,413
13,961 4,700 18,661 18,661
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For the year ended 31 December 2011

BE_F——Ft+t-_A=1t—BLFE

6. FINANCIAL INSTRUMENTS (continued)
(c) Fair values
The fair values of financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash
flow analysis using prices or rates from observable
current market transactions as input.
The Directors consider that the carrying amounts
of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial
statements approximate their fair values.
7. REVENUE
Revenue represents the net amounts received and
receivable for goods sold less returns and discounts in the
normal course of business.
8. OPERATING SEGMENTS

HKFRS 8 “Operating segments” requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the chief operating decision maker (the executive
Directors) (“CODM”) in order to allocate resources to
segments and to assess their performance.

The Group’s operating activities are attributable to a
single operating segment focusing on the manufacture
and sale of advanced steel flow control products. This
operating segment has been identified on the basis of
internal management reports prepared in accordance with
accounting policies which conform to HKFRSs, that are
regularly reviewed by the CODM. The CODM monitors
the revenue from manufacture and sale of advanced steel
flow control products for the purpose of making decisions
about resource allocation and performance assessment.
However, other than revenue analysis, no operating results
and other discrete financial information is available for
the resource allocation and performance assessment.
The CODM reviews the profit for the year of the Group
as a whole for performance assessment. No analysis of
segment assets or segment liabilities is presented as they
are not regularly provided to the CODM.

Sinoref Holdings Limited ZMiERAER A E
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Notes to the Consolidated Financial Statements

OPERATING SEGMENTS (continued)

Information about products

The revenue of the major products is analysed as follows:

Manufacture and sale of advanced
steel flow control products:

Subentry Nozzle

Stopper

Tundish Nozzle

Ladle Shroud

Information about geographical areas

SUE M IHE = o ol 7T

Em
=ARKH
EE
FREBeKA
£oxkO

The following table provides an analysis of the Group’s

revenue by geographical market:

The PRC (country of domicile)
Europe

FE (REER)
B

e B R M R

For the year ended 31 December 2011
BHE-_ZT——F+-A=t+—BLFE

EESW (W)

EmER
FEERRASITOT
2011 2010
=% —E-TE
RMB’000 RMB’000
AR®TT ARBTIT
163,129 156,552
84,658 84,920
61,104 59,889
14,530 17,401
323,421 318,762
HEE R

TREHRAEE RN R THE D H

WA DT

2011 2010

—Z2—%5 —E-FF
RMB’000 RMB’000
AR®TTT AR¥EFTT
320,905 318,762

2,516 -

323,421 318,762
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

8.

10.

11.

Sinoref Holdings Limited

OPERATING SEGMENTS (continued)
Information about major customers

Revenue from a customer amounting to RMB40,865,000
(2010: RMB35,806,000) individually represents more than
10% of the Group’s revenue. Four types of products were
sold to that customer.

OTHER EXPENSES

The amounts represented professional fees and
other expenses related to the listing of shares of the
Company. Pursuant to HKAS 32 “Financial Instruments:
Presentation”, the transaction costs of an equity
transaction are accounted for as a deduction from equity
to the extent they are directly attributable to the issuing
of new shares. The remaining costs were recognised as
expenses when incurred.

FINANCE COSTS

The amounts represented the interests on discounted bills
with recourse wholly repayable within five years.

TAXATION

Current tax: RIHARIE -
PRC Enterprise Income Tax RS
PRC withholding tax AR FEH0FR
Deferred tax: EIERIA -
Current year REE

EMZERERAT

8.

10.

11.

"Notes to the Consolidated Financial Statements

wES ()
TERFAHR

KE—RBEBEPZHRAEARE
40,865,000 (ZZE—TF: AR
#35,806,0007T) * M1k A~ & E 48 UL
AKBIB10% - AEBMZE T,
ENEER °

HfthBASZ

ZEBREARARRRN ELHZE
XBERMEMRAX - REFESF
ERER IEMTE: 25/] - &
KRB ZRXPRARANETHBRDE
ERENORARR  EFE#E 2
TARR o 8% N RN I BE AR B AR R
FASZ

MENE

FHHBBEANTIFABHERZ
MERERIRERE AR -

R\
2011 2010
—=——5 —E-EF
RMB’000 RMB’000
AR®TT AREEF T
17,769 22,297
6,500 -
(1,512) 6,646
22,757 28,943
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Notes to the Consolidated Financial Statements

TAXATION (continued)

Provision for the PRC Enterprise Income Tax was made
based on the estimated taxable profits calculated in
accordance with the relevant income tax laws and
regulations applicable to the Group’s PRC subsidiary.

On 16 March 2007, the PRC promulgated the Law of the
PRC on Enterprise Income Tax (the “New EIT Law”) by
Order No. 63 of the President of the PRC. On 6 December
2007, the State Council of the PRC issued Implementation
Regulations of the New EIT Law (the “Implementation
Regulations”). The New EIT Law and the Implementation
Regulations unify the Enterprise Income Tax rate for
domestic and foreign enterprises at 25% from 1 January
2008.

In accordance with the relevant income tax law as
applicable to the PRC subsidiary of the Company, it was
entitled to the exemption from the PRC Enterprise Income
Tax for the first two years commencing from the first
profit-making year after offsetting all unexpired tax losses
from previous years, and thereafter to a 50% reduction for
the next three years. 2007 was the first profit-making year
for the Group’s PRC subsidiary. As a result, the Group’s
PRC subsidiary was subject to the PRC Enterprise Income
Tax rate of 12.5% for both years presented.

According to a joint circular of the Ministry of Finance
and State Administration of Taxation — Cai Shui 2008 No.
1, dividend distributed out of the profits of PRC entities
generated after 1 January 2008 shall be subject to PRC
Enterprise Income Tax which is withheld by the PRC
entity. During the year ended 31 December 2011, deferred
tax expense of RMB4,988,000 (2010: RMB6,646,000)
in respect of the undistributed earnings of the Group’s
PRC subsidiary has been recognised in the consolidated
statement of comprehensive income.

11.

e B R B

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BHLFE

ME| (&)

REI RS D IRE MG A R
i MR E AR AN B e BB
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RZZEELF=AF+"H FEIR
BB ERSEE3FEM T (P E
ARFMBE P ZETERE) ([FE
FriEFE]) - R ZEZE++FE+ - A
ANA - FEEBRER T (PEAR
HAMBEPEMESTEERMAAD([E
MARA) - B _EENF—A—H
B ERETERE AR
RAREIMEEBRBOREMSH
HEE—FER25% °

RIBE AR A2 F BB QA8
BRAMBHE  ARBTENHNEA
AR EEBREMEBEFREZKR
[ERTIEBRR A A EERNFEE
EMFRRPECEMAER TN
H1& = FRBR50%F BT XS
Beo —_TTLFR/AKEN T BEKN
BRARMEBEENFE - B &
SENPENERRRMIEZF
B ERI12.5%N P BB EMEH
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1B 95 B B IR B R B R R 4B B
& BT H B A (B 12008515 X
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BAFRIZAD KRB ZEEHRIEE
RAAAR4988,000T (ZE—F
F: AR%6,646,0000T) © &£ B
mE2ElERPHER -
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

11. TAXATION (continued)

The tax charge for the year can be reconciled to the
profit before taxation per the consolidated statement of
comprehensive income as follows:

(VRN

Profit before taxation Bk B B A

BB RSB R26%
—T—TF : 25%)
AHEZ R

TAHBRRX BB E

Tax at the PRC Enterprise Income
Tax rate of 25% (2010: 25%)

Tax effect of expenses not deductible
for tax purpose

Tax effect of income not taxable BAZRRBAZRIEZE

for tax purpose

RERBBERZFE

Tax effect of tax losses not recognised

Tax effect attributable to tax exemptions AT HHWBATFE L2
and concessions granted to the PRC TRIBEA G N BEIRERK 2
subsidiary Hes

Deferred tax on undistributed earnings PR B B BB A B R 0k 2L F)
of the PRC subsidiary ZIEFERIIA

Taxation for the year FARIE

Sinoref Holdings Limited ZiZEAR A E

11. 18 (&)

FRFIA L H HEER
BRELADS A E AR -

EEERmERL

2011 2010
=% —E-TE
RMB’000 RMB’000
AR#®TT ARBTIT
114,768 158,999
28,692 39,750
6,863 3,358
(17) _

- 1,486
(17,769) (22,297)
4,988 6,646
22,757 28,943
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For the year ended 31 December 2011
BE-_ZT——F+-_A=t+—BLFE

12. PROFIT FOR THE YEAR 12. FNEF
2011 2010
—E2——%F —E-TF
RMB’000 RMB’000
AR%®TT AR®ETTT
Profit for the year has been arrived FEPyEFEE (5EA)
at after charging (crediting): TH|IEE BE :
Auditor’s remuneration ZERDEN & 978 806
Cost of inventories recognised EREBR 2 FEKA
as an expense 140,101 100,200
Depreciation of property, Y - BERRETE
plant and equipment 7,632 4,962
Amortisation of prepaid TEf T b A0 & BB I
land lease payments 234 235
Minimum lease payments in BEARLAEMEZ
respect of office premises HEMAERE 685 178
Exchange loss b H g8 1,612 2,213
Bank interest income (included in RITRBUA (BT A
other income) HEmRAZR) (1,700) (651)
Staff costs (including directors’ emoluments) 8 T (BIEZEEEE)
— Salaries and other benefits —Fre REMETR 34,008 30,722
— Contributions to retirement — RIREFFHEIME
benefits scheme 903 509
— Share-based payments — DA BERR R 18,044 1,895
52,955 33,126
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For the year ended 31 December 2011
HE—_T——F+-A=+—BULEFE

13. DIRECTORS EMOLUMENTS

The emoluments paid or payable to each of the directors
were as follows:

13. ESEM&

ENENTEESTZMEMT

Share-based
payment
performance
Retirement related
performance benefit incentive
related scheme payments
Salaries and bonus contributions EERHWZ
Fees allowances  HERHM BrEy  LRHAE Total
e FEREN b4 (31 FEER  RREBAR &%
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARRTT ARRTT ARRTRT ARRTR AR%TT AERTR
For the year ended BE-Z——5+2R
31 December 2011: Z+-ALEE:
Executive directors; HTEE
Xu Yejun BEZE 380 124 7 850 1,365
Zhang Lanyin b3 i 260 265 7 1,486 2,018
Gu Aoxing BHA 140 64 7 1,486 1,701
Non-executive director: FENTES
Gao Zhilong REE 100 - - - 100
Independent non-executive directors: BUIFH{TEE :
Yao Enghu hEH 100 - - - 100
Yang Fugiang hE% 100 - - - 100
Tsui Siu Hang, Steve GRalEl 100 - - - 100
1,180 453 21 3,822 5,484

Sinoref Holdings Limited ZMiZEAER A E
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13. DIRECTORS EMOLUMENTS (continued)

For the year ended
31 December 2010:

Executive Directors:
Xu Yejun
Zhang Lanyin
Gu Aoxing

Non-executive Director:
Gao Zhilong

Independent non-executive
Directors:
Yao Enshu
Yang Fugiang
Cheng Yun Ming (resigned on
19 November 2010)

Tsui Siu Hang, Steve
(appointed on
19 November 2010)

BE-S-3%12A
Zt-ALEE:

BiES:
TREE
KRR
BT

FRITES

BT
ES:

BB

For the year ended 31 December 2011
BE-_ZT——F+-_A=t+—BLFE

The performance related bonus is determined by the

performance of individuals.

13. EFEME (8)

Share-based

payment

performance

Retirement related

benefit incentive

scheme payments

Salaries and  contributions BRI
Fees  allowances RINER 2UROA Total
e  HekEh FEME ERREAT Bt
RMB'000 RMB’000 RMB’000 RMB'000 RMB’000
ARETL  ARETL  ARETR AREFTT ARET:R
250 181 3 95 529
250 395 - 158 803
100 9 3 158 270
52 - - - 52
52 - - - 52
52 - - - 52
40 - - - 40
12 - - - 12
808 585 6 411 1,810
BRIV 2 FEAL TR R E A RIR

None of the Directors waived any emoluments for both

years.

RREFE  SEEERERIUE

g
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For the year ended 31 December 2011
HE—_ZT——F+-_A=+—BULEFE

14. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in
the Group, three (2010: three) were Directors whose
emoluments are included in the disclosures in note 13
above. The emoluments of the remaining two (2010: two)

individuals were as follows:

Salaries and allowances e MOREh
Performance related bonus EFRIFMER 2 EAT

Contributions to retirement RIREFIFT B 5K
benefits scheme

Share-based payment performance
related incentive payments

REM BN R

Their emoluments were within the following bands:

Below HK$1,000,000
HK$1,000,001 to HK$1,500,000

1,000,000 JTIA T
1,000,001 T E
1,500,000/ 7T
1,500,001 T E
2,000,000/ 7T
2,000,001/ 87L&
2,500,000/ 7T

HK$1,500,001 to HK$2,000,000

HK$2,000,001 to HK$2,500,000

15. DIVIDENDS

The final dividend of HK1 cent (equivalent to RMBO0.81
cent) in respect of the year ended 31 December 2011
(2010: final dividend of HK3.6 cents in respect of the year
ended 31 December 2010) per share has been proposed
by the Directors and is subject to approval by the
shareholders in the forthcoming annual general meeting.

Sinoref Holdings Limited ZiZEAER A E

14. EEM&

B IR AR 2 AR D

15.

AREAEESHALET =4
(ZE—FF:=£) AEF AW
SER EXHEISHRE - BT M
% (ZF—%F  MA) AT2ME
m -

2011 2010

—2—% —E-TE

RMB’000 RMB’000

AR®FT ARBTFT

936 1,451

7 _

30 13

2,406 253

3,379 1,717
BEZBENFATEE

2011 2010

=% —R-FF

No. of No. of

employee employee

ERAH BE AR

- 1

- 1

1 _

1 _

Bz 2

EEEEBRRNEBEE_Z—F 1+
A=+ BILEFEZRERES
1B (BERARKO817) (=
T—TF HE_ZT-ZTFE+_A
=+ —BIEFE 2 KK B3.6/8
i) - HEZB AR R 7E FE JE R SRR K
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16. EARNINGS PER SHARE

16.

The calculation of the basic and diluted earnings per share

attributable to the owners of the Company is based on the

following data:

Earnings

Earnings for the purposes of basic and
diluted earnings per share attributable
to the owners of the Company

Number of shares

Weighted average number of ordinary
shares for the purpose of basic
earnings per share

Effect of dilutive potential ordinary shares:
Share options

Weighted average number of ordinary
shares for the purpose of diluted
earnings per share

27

AT EARBIER AEIS
FREARRETEF
P 2 27

RiFBE
SitH SREART
B 2 BB
FHH

B ENERRITE

FE R

Bt HSRBERF
B i PR 2 B IR 7
FHH

During the year ended 31 December 2010, the

computation of diluted earnings per share did not assume

the exercise of the Company’s options because the

exercise price of the share options was higher than the

average market price of the shares of the Company.

For the year ended 31 December 2011
BHE-_ZT——F+-A=t+—BLFE

=BRET

RRREEARIEERERREE
BN TRBIA T BIRFTE -

2011 2010
2% —E-TE
RMB’000 RMB’000
AR®TRT ARBEFTT
92,011 130,056
Number Number
of shares of shares
K& H vk d=
2011 2010
=% —R-FF
’000 '000

T T
1,200,000 1,046,301
100 _
1,200,100 1,046,301

REBEE-FT-—FTF+_-_A=1+—H
IEFE - ARARBBREZ1TE
BeERARABRNDZFAMELE
1% Rt B SR EE RN R E
REA R BEBAEETE -
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For the year ended 31 December 2011
HE_T——F+-_A=+—BULEFE

17. PROPERTY, PLANT AND EQUIPMENT

COST
At 1 January 2010
Additions

At 31 December 2010
Additions
Transfer

At 31 December 2011

DEPRECIATION
At 1 January 2010
Provided for the year

At 31 December 2010
Provided for the year

At 31 December 2011

CARRYING VALUES
At 31 December 2011

At 31 December 2010

Sinoref Holdings Limited

17. ¥ BERRR

Furniture Plant,
and fixtures  machinery
Leasehold  and office and
Construction improvement  equipment  equipment Motor
inprogress  Buildings #E BEREER RWE #&  vehicles Total
ERIE BF  DERE WOZRG Rl RE ait
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETR  ARETR  ARETR  AREFT  ARETR
B¥
RZE-%5-5-H - 19,539 - 970 36,665 1474 58,648
RE 8,913 250 159 %8 1,461 6,273 17,154
R-E-EE+-A=1-H 8,913 19,789 159 1,068 38,126 1,747 75,802
AE 7170 302 - 154 65,366 324 78,316
g2 (16,083) 16,083 - - - - -
RZE-——E+-A=1-H - 36,174 159 1,222 103,492 8,071 149,118
g
R-5-55-F-A - 2,590 - 456 9,698 560 13,304
EREE - 930 14 181 3,313 524 4,962
RZE-EE+-A=1-H - 3,520 14 637 13,011 1,084 18,266
Frik - 1,134 87 208 4,683 1420 7532
RZE——F+-A=1-H - 4,654 101 845 17,694 2,504 25,798
FEE
RZF——ETZA=1-A - 31,520 58 3 85,798 5567 123,320
RZF-SETZA=1-A 8,913 16,269 145 431 25,115 6,663 57,536

EMZERERAT
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18.

Notes to the Consolidated Financial Statements"

PROPERTY, PLANT AND EQUIPMENT
(continued)

The above items of property, plant and equipment
except for construction in progress are depreciated on
a straight-line basis over their estimated useful lives and
after taking into account of their estimated residual value,
at the following rates per annum:

4.5% - 18%
20% or over the lease term,
whichever is shorter

Buildings
Leasehold improvements

Furniture and fixtures and
office equipment

Plant, machinery and
equipment

Motor vehicles

18%

9%
18%

The buildings are situated on land in the PRC and are held
under medium term leases.

PREPAID LAND LEASE PAYMENTS

The Group’s prepaid lease payments represent leasehold
land in the PRC under medium term leases and are
amortised to consolidated statement of comprehensive
income over the lease term of 50 years from January
2006.

Analysed for reporting purposes as: mEME AT ¢

Non-current asset
Current asset

FRBEE
mBEE

17.

18.

e B AR B R

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BHLFE

WE - BERBMW ()

Lt - BB MR (R ITER
SN R EAEMEE BEGF R
BEEATIHNERATREMGR A

FERFHTEIE
¥ 4.5% — 18%
HEMEERE  20%zIRAH -
B & A

REREER

MAERE  18%
BE - #eS Kk

B 9%
B 18%

1R R B A - AR EITR Y
A -

At LR REA

AEBEMNEERBERECNPEL
REFHEOFSHEHELL - 1
—EERF-AERB0FENEE
HNEGE2EKERTPH#H -

2011 2010
—Z2—%F —E-FF
RMB’000 RMB’000
AR®TT ARETTT
10,097 10,331
235 235
10,332 10,566
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

19.

20.

INVENTORIES

Raw materials B E
Work-in-progress E 8 m
Finished goods IR T

TRADE RECEIVABLES

The credit period granted by the Group to certain
customers is within 90 days, while other customers are
due immediately when goods are delivered. The following
is an aged analysis of trade receivables presented based
on the goods receipt date of customers at the end of the
reporting period.

0 - 30 days 0%30H

31 - 60 days 31£60H
61 - 90 days 61%290H
91 - 120 days 91&120H
121 - 180 days 121£2180H

At 31 December 2011, included in the Group’s trade
receivable balances are debtors with aggregate carrying
amount of RMB107,086,000 (2010: RMB88,222,000),
which are past due as at the end of the reporting period
for which the Group has not provided for impairment
loss. The Group does not hold any collateral over these
balances.

Sinoref Holdings Limited ZiZEAER A E

19. 8

2011 2010
—2——f —T-TF
RMB’000 RMB’000
ARRTT ARBEF T
13,827 8,289
6,325 3,861
4,761 3,123
24,913 15,273

20. EHEIRIE

AEERETEPEHZEESA
HUNUA - MEMEFARKEE

S BIEE T FR o AR AR B REK

BEZFUNERBHENZES
FEU FIBER B AT -

2011 2010

—=E——4% —E-EF

RMB’000 RMB’000

AR®TT AREEF T

18,221 18,196

29,761 26,502

31,251 21,219

23,123 18,278

15,549 12,398

117,905 96,593

R-ZB——F+-_A=+—H &&E
BB oW SIEEGEIEREAE
A A R #107,086,000T (ZZE— =
F . AR%88,222,0007T) 2 FEU(E
18 - AR ERREARE e AR EE
RYELMEEIBREME - AEBEWER
IR B A HE R o



Aging of trade receivables which are past due but not

20. TRADE RECEIVABLES (continued)

impaired:

0 — 30 days 0£30H
31 - 60 days 31£260H
61 — 90 days 61£290H
91 - 120 days 91&120H
Over 120 days 120H A

Notes to the Consolidated Financial Statements

e B R B

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BLEFE

20. RABUYHREA (&)

BEAPERREIEZBKFIAZ

The Group has not provided for the trade receivables
which are past due but not impaired because the directors
of the Company consider that those receivables are
recoverable based on the good payment record of the
customers. The Group does not hold any collateral over
these balances.

In determining the recoverability of the trade receivables,
the Group considers any change in the credit quality of the
trade receivables from the date credit was initially granted
up to the end of the reporting period. In addition, the
Group reviews the recoverable amount of each individual
trade receivable at the end of the reporting period and
considers to make impairment losses for irrecoverable
amount, if necessary.

At 31 December 2011, included in the trade receivables
is RMB1,184,000 (2010: RMB146,000) that was
denominated in EUR. All the remaining trade receivables
are denominated in RMB.

BRERINT ¢

2011 2010
—E——5F —E-ZEF
RMB’000 RMB’000
AR%FT ARBEFIT
14,896 14,348
24,279 23,644
29,240 19,554
23,123 18,278
15,548 12,398
107,086 88,222

AEBEVEREAHERBRELE
S EY B L &R TIBERAR
RAEEREEPZRIFERLER
% F EMGRIA A T U o AN AR E
W EhUL F BT AT EF S o

RETEZREFIAZ AT E#SE
B AEEEEEAKIREESR
EREERFHRZE S EWFA
EEERZMEME - 1o A&
BN ERRARENSE S EKRA
A EEE ARFEEREZELT
AJ U Bl & BR A BB B IR A

WZZE——%+=-_A=+—H &
ZEWRIBBIE AR TEFHE 2 KIE
AR 1,184,000 (ZE—FF :
AR ®146,0007T) - ESAFTEE 5
FEWRIEAAN REEEHE o
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For the year ended 31 December 2011
BEZ——F+-_A=+—RIFE

21.

22,

Sinoref Holdings Limited

BILLS RECEIVABLES

The aged analysis of bills receivables at the end of the
reporting period are analysed as follows:

Within 90 days 90H A
91 - 120 days 91£&120H
121 - 180 days 121%180H

At 31 December 2011,
receivables include endorsed bills for which the maturity
dates have not yet been due amounted to RMB17,046,000
(2010: RMB11,023,000) continue to be recognised as
assets in the consolidated financial statements. As the

the carrying value of bills

Group was still exposed to credit risk on these receivables
at the end of the reporting period, the cash received
from the bills endorsed to the suppliers for which the
maturity dates have not yet been due are recognised as
current liabilities in the consolidated statement of financial
position.

All the bills receivables are denominated in RMB.

The maturity dates of endorsed bills were less than six
months from the end of the reporting period.

BANK BALANCES AND CASH
At 31 December 2011, bank balances carried interest

at an average interest rate of 0.55% (2010: 0.29%) per
annum.

EMZERERAT

21.

22,

B RE

REBWER - BREBRERE ST
T~

2011 2010
—E——%F —E-FF
RMB’000 RMB’000
AR®TRT ARBTIT
22,902 21,568
11,746 6,097
5,067 2,914
39,715 30,579

WZE——F+=—A=+—8" [
WEEREERER A &R E
Etﬁ“%ﬁﬁ}ﬁ/\ﬁ‘m@m 046,0007¢
*Ei A R 11,023,000
TT) - BN RSV PERER
BEE - EEEALN%I%EE%%HH{%
ML FREFIEESEERR - B
b ) FE R B T IJH;ﬁElrLJ%tHﬂ
WEEZEBRBB 2R NEE VB
MAERFERBREEE -

PRI REAAAREHE

BITEREES

WZE——F+=-—A=+—8" R
THHBZ FHFFEEB0.55% (ZF
—ZTF 1 0.29%) °



Notes to the Consolidated Financial Statements

e B R B

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BLEFE

23. TRADE PAYABLES 23. EHEMRIE
The following is an aged analysis of trade payables AT RE S EMNKIER R RARRE
presented based on the goods receipt date at the end of BWEE m B2 2 BRE DT

the reporting period.

2011 2010
2% —E-TE
RMB’000 RMB’000

AR®TT ARETT

0 - 30 days 0%230H 7,463 10,041
31 - 60 days 31260H 3,151 2,876
61 — 90 days 61290H 3,119 2,029
Over 90 days 90H A £ 7,274 302
21,007 15,248
The credit period granted by the suppliers to the Group is HEFRNAEERL Z(EEHA30
within 30 days. HIA -
At 31 December 2011, included in the trade payables RZE——F+ZH=+—H" &
was RMB16,546,000 (2010: RMB11,023,000) that was SEMNFIBEREAR A & KaH
endorsed bills settled to suppliers for which the maturity MREREENEEZEEZEBARE
dates have not yet been due. 16,546,000 (ZZE—ZTF : AR

#11,023,0007T) °

The carrying amounts of the trade payables at the end of REBARHAR  BHENKIBZERER
the reporting period are denominated in RMB. BAARBEE -
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

24. OTHER PAYABLES AND ACCRUALS 24, HthERFRIERENEH

25.

2011 2010

—g—%F —E-TF

RMB’000 RMB’000

AR®TT ARBFIT

Other payables H b e 1< R IH 1,223 1,050
Payables for acquisition of property, WEEM S -« &=

plant and equipment N2 B RIE 7,259 2,363

Accrued sales commission JEETiHE R 17,831 16,756

Accrued professional fees JEAEXEER 978 760

Accrued staff costs FEET B TR AR 1,731 1,470

Other tax payables Hfth AT R IE 7,163 7,054

36,185 29,453

At 31 December 2011, included in payables for acquisition
of property, plant and equipment was RMB500,000 (2010:
nil) that was endorsed bills settled to suppliers for which

the maturity dates have not yet been due.

DEFERRED TAX LIABILITIES

RZZ——F+=ZA=+—8" %
BYE - BERRHBEFR  BEMU
B ERR M ER S E s AR 8 E
2 FE A R#500,000T (ZE—F
F ) o

25. EERBAAR

Undistributed

earnings

of the PRC

subsidiary

FEREBARZ

XoREF

RMB’000

ARBTIT

At 1 January 2010 RZZE—ZTF—H—H 4,291
Charge for the year FREZH 6,646
At 31 December 2010 RZZE—TF+_A=+—H 10,937
Credit for the year FRZH (1,512)
At 31 December 2011 RZE——F+=-A=+—H 9,425

Sinoref Holdings Limited ZiZEAER A E
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26. SHARE CAPITAL

Authorised:

At 4 February 2010
(date of incorporation)
Increase in authorised share capital

At 31 December 2010 and 2011

Issued:

Allotted and issued nil-paid on
4 February 2010

Issue of shares upon completion
of the Corporate Reorganisation
on 7 June 2010

Issue of shares by capitalisation
of the share premium account

Issue of shares pursuant
to global offering

At 31 December 2010 and 2011

Shown in the consolidated
financial statements
At 31 December 2010 and 2011

BE

RZZE—EF-_AMNA
(e B E)
SRTE IR AN A1

RZE—ZTFR-ZF—F
+-A=+—8

BRI

R-E—ZF - ANAD R %
RBITZRBRG
RZZE-TFRALH
TR AR EAREITRG

EBRBOEERBETER

M 3 17 A AR
REBE2REERTRN

N
i
N

T-TER
—Z——F%+-A=+—H
HEMBREMRT

R-E-—TER-F——F
+=A=+—H

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BLEFE

26. &

Number of

shares at

HK$0.10

per share
SmE{E0.10 Amount
BRLZERir®E 4 ]
Notes '000 HK$'000
By &E TR TET
(a) 1,000 100
(b) 2,999,000 299,900
3,000,000 300,000
(a) 1,000 100
(c) 1,000 100
(d) 898,000 89,800
(e) 300,000 30,000
1,200,000 120,000

RMB’000 equivalent 104,201

ARBFREE

Annual Report 2011
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

26. SHARE CAPITAL (continued)

The following changes in the share capital of the Company

took place during the period from 4 February 2010 (date

of incorporation) to 31 December 2011.

(a)

Sinoref Holdings Limited

The Company was incorporated on 4 February 2010
with an authorised share capital of HK$100,000
divided into 1,000,000 shares of HK$0.10 each, of
which 1,000,000 ordinary shares with a par value
of HK$0.10 each were allotted and issued nil paid
by the Company to its then sole shareholder on the
same date.

On 7 June 2010, the authorised share capital of
the Company was increased from HK$100,000 to
HK$300,000,000 by the creation of the additional
2,999,000,000 new shares of HK$0.10 each. These
new shares rank pari passu in all respects with the
existing shares.

Pursuant to a share purchase agreement dated
7 June 2010 and entered into by, among other
parties, Sinoref International Limited (the then
holding company of the Company) as vendor and
the Company as purchaser for the acquisition of the
entire issued share capital of Sinoref (BVI) Limited,
being two shares of US$1.00 each, in consideration
of and in exchange for which the Company (i)
credited as fully paid at par the 1,000,000 nil-paid
shares then held by the shareholders of Sinoref
International Limited; and (i) allotted and issued,
at the direction of Sinoref International Limited,
1,000,000 shares credited as fully paid to the
shareholders of Sinoref International Limited in
proportion to their respective shareholdings in Sinoref
International Limited.

EMZERERAT

26. & (&)

R-ZT—TF - AWA (FEMKZA

1)

E-F——F+-A=1+—HH

B AR FRALRA TS -

(@)

ARl _ZE—ZTF - AN
BEfAL ZEBRAEAE
100,000 7T+ %3 41,000,000
i% =A% E{E0. 1078 7o Z iR 1p
H #1,000,0008% & ik ® &
0108 T2 EBRNFR B HA
RN EI ARSI A TT X A & R
— R AL EE BT o

RZZE—ZFFXAtH AR
7] # 3%2,999,000,000/% & K&
HE0.10B T2 I’ - #
A TE B% 7N 83100,0007% Jo i &=
300,000,000/ 7T ° #% & #T X
MESTHERERNEZER

EHT o

BEBEEMEKRERAR (KA
AlERz2ERAR) ERE
H)BEARB(ERER) B
ZE—ZFXNAtHFIUZE
B 175 % 0 AN 2 A) Ug BESinoref
(BVI) Limited® & 2 #& 17 X
7 (BN AR % & A% T {B1.00% 7T
ZBm)  MERKERRH
TR - AR F)K E R B E
BERERATREMBRZ
1,000,000% & &1 I 17 ¥ T B
ARV BH R (i) R EmR
BIBRABRARIZER BE
MEREBERARBRES AR
EMEBRER QR ZKREL
Bl MR AR R AR KRBT
1,000,0008% A BR%I A& 2 2
g



Notes to the Consolidated Financial Statements

26. SHARE CAPITAL (continued)

(d)

Pursuant to the written resolutions passed by all
shareholders of the Company dated 7 June 2010,
the directors of the Company were authorised to
capitalise an amount of HK$89,800,000 standing
to the credit of the share premium account of the
Company by applying such sum in paying up in full
at par 898,000,000 ordinary shares of HK$0.10
each of the Company for allotment and issue to
the shareholders of the Company on the register
of members of the Company on 7 June 2010 on a
pro-rata basis, conditional on the share premium
account being credited as a result of the issue of
shares by the Company pursuant to the global
offering.

On 7 July 2010, 300,000,000 ordinary shares of
HK$0.10 each of the Company were issued at a
price of HK$0.76 by way of global offering. On the
same date, the Company’s shares were listed on the
Main Board of the Stock Exchange. The proceeds
of HK$30,000,000 (equivalent to RMB26,050,000)
representing the par value of the shares of the
Company, were credited to the Company’s share
capital. The remaining proceeds of HK$198,000,000
(equivalent to RMB171,931,000), before issuing
expenses, were credited to share premium account.

e B R B

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BLEFE

26. & (&)

(d)

BEARFZERIR T
—EEXNALtARBZED
RER - NRRIESERER
RANBRGD B ERP ZH#EE
89,800,000/% T # 78 & A&
PBAZeERAERTARR
898,000,000% & A% M 180.10
BT T - AR Bl AR
—ZE—EFXNALHBIER
AR E 2 IR B & B
17 HEGARRREEZERE
ERTRHERNDRERIE
ERFAEE o

RZE—ZTFEAELH &
NAEIFEBEREE  1R0.76
7 7T 2 {8 1% ¥ 7300,000,000
% & A% M E0.10/8 Jt 2 A A
AE@Eke- RER KARAF
R REE R T ER £ o X
RAQBRMEEZTER
1830,000,0007% 7t (A E 7 A
R #26,050,0007T) B 5 AR
NAElZ A - 8T P15 FIA
198,000,000/ 7T (# F R A
R #171.931,0007T) (& 1 B&
BITRY ) B ARMDIRESRR
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For the year ended 31 December 2011
HE_T——F+-A=+—BULEFE

27. SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”),
was adopted pursuant to a resolution passed on 7 June
2010 for the primary purpose of providing incentives to
directors and eligible employees, and will expire on 6
June 2020. Under the Scheme, the board of directors of
the Company may grant options to eligible employees,
including directors of the Company and its subsidiaries, to
subscribe for shares in the Company.

At 31 December 2011, the number of shares in respect of
which options had been granted and remained outstanding
under the Scheme was 120,000,000, representing 10%
of the shares of the Company in issue at that date. The
total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.
The number of shares issued and to be issued in respect
of which options granted and may be granted to any
individual in any one year is not permitted to exceed 1%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.

Options granted must be taken up within 20 days from the
date of grant, upon payment of HK$1 per option. Options
may be exercised at any time from 1 year from the date
of grant of the share option to the 10th anniversary of
the date of grant. The exercise price is determined by the
directors of the Company, and will not be less than the
higher of (i) the closing price of the Company’s shares
on the date of grant, (i) the average closing price of the
shares for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the
Company’s share.

Sinoref Holdings Limited ZiZEAR A E

27. LB ERMRI S

RABRER-_ZF-—TFALHA
BB ORFE R NBBERT B ([5%
itE)) TEREMRAEERAE
WKiEB MR MZTaln =
Z_TFENANBER - REBEZE
 ARFEZGAURNAERER
(BRARAEENBRARINES)
RHOBEE - ARBARRRD -

R-_E——F+_-_fF=+—8B" 18
Bzt 8B R RITE 2 BR
REFTH I 2 B9 8B /120,000,000
B MERARRRNZAMNB ET
BR1D10% ° £ RAE AN A BIRR R 5 5
BEBRT - AIRBZTERE®
BRI R 2 IR0 1B 8 - 158
BEAQARRITAEEERITRG Z
10% ° FEARE AR B/ BT E
BRT - A EBA LR ER—F
NERRAERZEREMSRZ
BEITRETFEITROEKE - 5
7B 8 2N 1 &) AR B P 2 B AT AR (D
Z1% °

BERBEREATERNKED BB
20H R gt & L X I RR A X (178
TL o AR AN RE AR o B RRE ] IR
EEREAPREZRE B BHRs
MTEEE B HTMEBTE - 17
FERARRNESET MIALE
RUATESE © (AR RRMAIRE
BEZWHE : (A2 ARONE
EEHBHARAEAEERZFHK
mE : R(i)ANARRNOEE -



27.

SHARE-BASED PAYMENT TRANSACTIONS
(continued)

Date of grant
RHiAH

22 November 2010
“5-TF+-R-fZA

22 November 2010
A

22 November 2010
i

27 September 2011
ZE—FAAZTER

27 September 2011
ZEAAZTHE

27 September 2011
“E—FAACTEA

Exercisable at 31 December 2011

Notes to the Consolidated Financial Statements"

Vesting period
BES

22 November 2010
to 21 November 2011
ZF-FE+-AzfZRE
e

22 November 2010
t0 21 November 2012
I I =
ZF-ZFt-A21-E

22 November 2010
to 21 November 2013
Z3-FE+-AzfZRE
S s ]

27 September 2011
10 26 September 2012
“§--FLR-HAE
ZZ-CEAACTAR

27 September 2011
to 26 September 2013
ZF—ENAZttRE
ZE-ZEAAZTA

27 September 2011
t0 26 September 2014
ZEENACTLEE
ZE-MEAAZT/A

TR-E-——E+-f=+-Bf

Exercisable at 31 December 2010

TNZ5-TEFZA=T—-B7F

Exercisable period
fHEM

22 November 2011
to 21 November 2020
EFT-ACTIRE
ZEITFT-AoTH

22 November 2012
10 21 November 2020
. iy -
ZRCREt-ACT-H

22 November 2013
to 21 November 2020
A aE
I e

27 September 2012
10 26 September 2021
ZE-CFAACTLRE
ZFI-ERAZTAR

27 September 2013
to 26 September 2021
ZR-ZEAACTERE
ZZC-EAACAR

27 September 2014
to 26 September 2021
ZZ-MEAAZTLRE
ZEC-FAACTAR

Exercise
price
iR

HKS1.408
1408% T

HK$1.408
14087

HKS1.408

14087

HK$0.476
04763

HKS0.476
0.476%7C

HKS$0.476
04767

During the year, 60,000,000 (2010: 60,000,000) share
options were granted to the Directors and employees of

the Group. The estimated fair values of the options granted

on that date is RMB7,052,000 (2010: RMB31,603,000).

e B R B

For the year ended 31 December 2011
BE-_ZT——F+-A=t+—BHLFE

27. LEMBBRFARIS (W)

Granted on
22.11.2010
and balance at Balance at
1.1.2011 Granted Exercised 31.12.2011
RIS——% during duing  RZE-—-%§
-A-A the year theyear +ZAZt+-A
&R FhEt FhiTE i
18,000,000 - - 18,000,000
18,000,000 - - 18,000,000
24,000,000 - - 24,000,000
- 18,000,000 - 18,000,000
- 18,000,000 - 18,000,000
- 24,000,000 - 24,000,000
60,000,000 60,000,000 - 120,000,000
18,000,000

FR MEFRAEBEER
160,000,000 (= & — & £ :
60,000,00017) f&AX # o AT %
RENREB ZEFATFEAARE
7,052,000 (ZZ2—ZF : AR®
31,603,0007T) °
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For the year ended 31 December 2011
HE_T——F+-A=t+—BULEFE

27. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

The fair values were calculated using the Binomial model.
The inputs into the model were as follows:

Closing share price at the date of grant

Exercise price 1B
Expected volatility TEHAR 18
Expected life TE AR F HA

3 J g ) 2
EHIRE R

Risk-free rate
Expected dividend yield

Expected volatility was determined by using the
historical volatility of the Company’s share price. The
expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of
non-transferability, exercise restrictions and behavioural
considerations.

During the year, the Group recognised the total expense
of RMB18,044,000 (2010: RMB1,895,000) in relation to
share options granted by the Company.

The Binomial model has been used to estimate the fair
value of the options. The variables and assumptions
used in computing the fair value of the share options are
based on the Directors’ best estimate. The value of an
option varies with different variables of certain subjective
assumptions.

Sinoref Holdings Limited ZMiERAER A E

R BB 2 B W &

- MR BERMRE S (W)

AFETREZBRBKH < @
ZHAHARBIEDT

2011 2010
—g—% | —T TF

HK$0.43#75 | HK$1.4087C
HK$0.476#8 7% | HK$1.408% 7T

63% 61%

10 yearsiE 10 years®F
1.36% 2.55%

8% 3.3%

BHRE D ERBARBRG ZESE
KIBMETE - BAAMERZ A
FHEREBEEEEMIFERE 17
EREIRTREBRRZIZEME
MR G ML % -

FA - AEERARARL ZER
TR B X B RE A R 18,044,000
T(ZE—FF : AR 1,895,000
TT) °

A EE B R AR R R
HE 2 DA o B AR 5 1
ZEBEBRDEREE L RE
MM - A EEEEET
EBBRT TASRMRE -



Notes to the Consolidated Financial Statements

28. OPERATING LEASES

29.

28.

At 31 December 2011, the Group had commitment for
minimum lease payment under non-cancellable operating

leases which fall due as follows:

Within one year
In the second to fifth year inclusive

—FR
FE_FEFLF
(BRREREMSF)

The commitments represent rentals payable by the Group
for its office in Hong Kong with the lease period of two

years.

Monthly rental was fixed and recognised over the terms of

the lease.

CAPITAL COMMITMENTS

Contracted for but not provided for in the

consolidated financial statements

— Capital expenditure in respect of

acquisition of plant and machinery

— Capital expenditure in respect of

construction of new production plant

29.
BRI ERESR AT
WRPEE
— BRAERE s 2
BARFX
— BRAEZHEE Z
BAFX

e B R M R

For the year ended 31 December 2011
BHE-_ZT——F+-A=t+—BLFE

EEHR

RZF——F+ZA=+—HA &
SERETATHECLEREBUT
HEME MR AE - ABEHEBER
mT

2011 2010
—g—%F —T-EF
RMB’000 RMB’000
AR®TT ARBFT
449 698

- 465

449 1,163

REREREAEERENAMELZ
BERLERNZES -

FAMS IR HBNEE MFER -

BF&iE
2011 2010
—g—%F —E-TF
RMB’000 RMB’000
AR®TT ARBFIT
4 35,720
- 5,072
4 40,792
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For the year ended 31 December 2011
HE_T——F+-A=t+—BULEFE

31.

30. RELATED PARTY TRANSACTIONS 30. REFEZH
Compensation of key management personnel FEEEAEHH
The remuneration of directors and other members of key EENHMFTEEEEKE N ME
management for both years was as follows: FEZHNOT -
2011 2010
—ZE——%F T —EF
RMB’000 RMB’000
AR®TR AREETTT
Short-term benefits EHAtE A 3,181 3,344
Contributions to retirement benefits scheme 3Rk i& F) 5T 2] ¢t 2% 55 35
Share-based payments LARR 19 B E R 3R 10,962 1,169
14,198 4,548
The remuneration of directors and key executives is EERFETHAB ZHME T M
determined by the remuneration committee having regard ZEG2EAAXRRRTHBEM
to the performance of individuals and market trends. EERE ©
FINANCIAL INFORMATION OF THE 31. EAFZHMBEEH
COMPANY
2011 2010
—Z2—%5 —E-FF
RMB’000 RMB’000
AR®TT ARBTIT
Non-current assets ERBEE
Investments in subsidiaries BB AR ZIEE 174 174
Property, plant and equipment Y - BB RS 19 -
Amount due from a subsidiary JE UL B B A B FRIE 226,535 175,392
226,728 175,566
Current asset mENEE
Bank balances RITHE R 16,930 61,400
Current liability mBAE
Other payables and accruals Hith e I8 M st & A (1,679) (1,475)
Net current assets mEEERE 15,251 59,925
Total assets less current liability SERERTDARE 241,979 235,491
Capital and reserves EEX R R
Share capital R& AR 104,201 104,201
Reserves G 137,778 131,290
Total equity EaEH 241,979 235,491

Sinoref Holdings Limited
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e B R M R

COMPANY

Name of subsidiary
MELTRE

Sinoref (BVI) Limited

Sinoref (Hong Kong)
Limited
EMB () BRAF

Sinoref Yixing*
iR E B

All of the subsidiaries are indirectly wholly owned by the
Company except for Sinoref (BVI) Limited which is directly

32. PARTICULARS OF SUBSIDIARIES OF THE

Place and date
of incorporation/
establishment

130 oAk LY AR

The British Virgin Islands
12 January 2010

RBRAES
“T-TF-A+ZH

Hong Kong
17 February 2010
EE
“E-ZFE_F++H

The PRC

20 July 2005

FE
“ETRFEAZTH

wholly owned by the Company.

# Wholly foreign owned enterprise registered in the PRC. #

For the year ended 31 December 2011
BHE-_ZT——F+-A=t+—BLFE

Equity interest
attributable to
the Company

Issued and fully
paid share capital/
registered capital

EATFER ERTRERE
BEiER Bx /HEMEE
100% us$2
2ETT

100% HK$1
187

100%  RMB151,716,600

AE#151,716,6007T

32. xAFMBLFER

Principal activities
IEXRS

Investment holding
REZRR

Investment holding
RERER

Manufacture and sale
of advanced steel
flow control products

BE R E R

IKIERE R

FEMBARBAAREEZESLEE
A - MESinoref (BVI) LimitedBI s

NEEEEEHES -
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Summary of Results, Assets and Liabilities

XKECEEREEBHE

Results of the Group for the year ended December 31

FREBE+_A=+-BHLEEZRR

2007 2008 2009 2010 2011
—EEE —ZEENF TENF T-TF | ZB——F
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000
ARBTT ARBTT ARETT ARETT | ARBTR
Turnover BHED 40,006 67,206 156,896 318,762 323,421
Profit and total RNEEB AENL
comprehensive income FRHEFREAR
for the year attributable to ZEIRALE
owners of the Company 13,405 24,971 70,076 130,056 92,011
Earnings per share BREAR
(RMB) (AR®)
- Basic - 7N 0.01 0.03 0.08 0.12 0.08
- Diluted -8 N/ATEA NATER  NATER 0.12 0.08
Assets and liabilities of the Group at December 31
EXEERT-A=+—HZEERAR
2007 2008 2009 2010 2011
—ERF EENF _TENF _ZT-ZTF |Z8—F
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
ARET T ARBTIT ARETRT ARBTT AR®TT
Total assets BERE 88,770 103,820 189,505 530,547 622,476
Less: Total liabilities B BfEEE (37,094) (20,319) (35,928) (60,550) (77,631)
Total net assets BB ESE 51,676 83,501 153,577 469,997 544,845
Sinoref Holdings Limited ZiZEAER A E
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