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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

The GEM has been positioned as a market designed to accommodate companies to which a high
investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration. The greater risk profile and other
characteristics of the GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on the GEM, there is a risk that securities traded on the
GEM may be more susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on the GEM.

Hong Kong Exchange and Clearing Limited and The Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors of China Public Healthcare (Holding) Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing
of Securities on the GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information
with regard to the Company. The directors of the Company, having made all reasonable enquiries, confirm that, to
the best of their knowledge and belief: (i) the information contained in this report is accurate and complete in all
material respects and not misleading, (i) there are no other matters the omission of which would make any statement
in this report misleading, and (iii) all opinions expressed in this report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.
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On behalf of the Board of Directors, | am pleased to report the Group’s results for the year ended 31 December
2010.

The year 2010 marked an important transition for our Group. In August 2010 the Group completed the disposal
process of Hong Kong Chang Kang (Holdings) Limited, the JV partnership with Chongging Changan Jinling
Automobile Parts Co. Ltd. This was the result of the Group’s strategic decision to exit the automobile stamping and
welding parts segment in order to focus our resources on developing our HIT related business. The RMB47 million
cash consideration from the disposal in being used as general working capital to continue our growth in the HIT
sector.

The Group’s decision to enter the HIT market in 2009 with the acquisition of China Chief Medical Standards
Database Co. Ltd. (“*CCMSD”) and Beijing Upway Science & Technology Development Co. Ltd. (“‘Upway”) has proved
to be very successful in 2010. As chairman of the Board of Directors, | am pleased to report that for 2010, we have
posted a year ended profit of HK$140 million. This milestone performance is due in total to the concerted effort of
the Group’s entire team of management and staff. The entry into the HIT market in China was and continues to be a
sound strategic move that positions our Group for continued growth in this industry.

The main product platforms of our subsidiaries in HIT have emerged as the industry standard. We are the industry
leader in China in Healthcare Information Technology. It is now incumbent upon the Group to take advantage of the
earned position and continue to grow consistent with our strategic plan and revenue productions.

Our Group has emerged from 2010’s performance with a profound sense of accomplishment and the satisfaction
of being the industry leader in HIT. The future is challenging, as it always is. | look forward to working with our team
of professionals, business partners, clients, and our base of shareholders as we continue to grow our business in
2011. On behalf of the Board of Directors, | would like to express my appreciation to the Group’s efforts in 2010. Well
Done!

Stephen William Frostick . ¥
Chairman — N\ - &% j




MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

Healthcare information technology in the PRC

On 28 October 2009, the Company completed the acquisition of the entire equity interest of Wealthy China Group
Limited (“Wealthy China”) which holds a 100% interest in Beijing Upway Science & Technology Development Co. Ltd
(“Upway”) and 60% interest in China Chief Medical Standards Database Co. Ltd. (“CCMSD”). The total investment
made by the Company amounted to approximately HK$498 million which provides entry into China’s hospital
information technology market. The total acquisition was transacted by the issuance of convertible bonds with the
conversion price of HK$0.168 per share.

In the year of 2009, the consideration of convertible bonds in the amount of HK$498 million had been fully converted
into 2,964,285,714 ordinary shares.

The National Institute of Hospital Administration (“NIHA”) of China and the China National Institute of Standardization
were partners in the development of the services. It would accelerate its positioning in Healthcare Information
Technology (“HIT”) demanded by Chinese hospital system through the products and services provided by its
subsidiaries, Upway and CCMSD. The followings are their principal products:

1) Electronic Medical Records (EMR) Systems
The Company has applied its proprietary software and technology to develop the professional medical record
templates which are easy to input medical data with high efficiency. The medical records can be directly
converted into database format for quick storage. The EMR systems is compatible and can integrate with all
sorts of HIT systems. The data transfer is barrier-free. All medical data is scalable to be extracted for multiple
search applications. In the opinion of the Board, the technology employed in the Company’s products are in
leading positions and ahead of the competitors.

The Company is currently working with 2,688 Chinese medical hospitals through the association with various
medical science academies. The Company had reached an agreement with Wujieping Fund.( RfEF E & =)
that both parties would jointly issue the industry technology standard for EMR by Single Disease Category. It is
expected that 800 hepatic (liver) medical institutions and 800 nephrology- (kidney) medical institutions will use
the EMR products that meet the standard.

As at 31 December 2010, the Company’s EMR systems recorded a total income of HK$263 millions, in which
sales from Chinese Medicine Electronic Health Records by Single Disease 'C'ategory business amounted to
HK$38 million. The EMR piloting work of the Ministry of Health were formally commenced in October 2010. In
order to coordinate with the utilization of the matching funds of the national EMR, the original schedule of the
EMR system for public hospitals in local regions was delayed, resulting in delay of the Company’s intended
orders from some hospital clients. As a result, the EMR project sales in the second half year of 2010 were
substantially lowered when compared with those in the first half year of 2010. It is expected that the sales
volume recovery will be delayed until mid-2011. Sales of EMR by Single Disease Category will also be delayed
accordingly until it starts to recover by mid-2011.
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Regional Public Health Medical System

A)

B)

e CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED ¢ Annual Report 2010

Urban Regional Health Platform

The Company will use its proprietary software and technology to work with local regional healthcare
government agencies to establish the regional residents’ health archives according to the Ministry of
Health in China (“MOHC”) requirements and standards. The information will be shared among various local
and national health agencies. All the project fees will be borne by local governments. Normally, it will take
three years to complete the whole project from designing phase to full scale operation.

From the fourth quarter of 2010, the Company has worked with the following local governments, and such
piloting work is expected to complete in the first quarter of 2011:

Xizang Autonomous Region

)
2)  Xinjiang Autonomous Region
3)  Jiangsu Province
4)  Shaanxi Province

Currently, the regional public health system was already conducted its pilot run at municipal and county
levels in the above four regions. As at the end of 2010, the system was operating normally. The local
governments hope that by the second quarter of 2011, the cities may commence the official installation
and operation of the system. The regional public health system as at the end of the year recorded a total
income of HK$104 million.

Rural Regional Health Platform

The Company is also applying its proprietary systems and products to establish the Rural Regional Health
Platform. These projects are developed by subsidiaries which work closely with city health bureaus for
20 years already by using tele-medical technology to provide medical and healthcare services to rural
residents. Each tele-medical center will be connected with multiple remote health clinics to provide simple
medical diagnoses, personal health checks and medical referrals to city hospitals if necessary. These
services will also help to establish the rural EMR system on each individual for local government health
agencies simultaneously. The tele-medical center will cost about RMB40 million to build, however, as
the Company is licensed and entitled to collect all the fees from the patients and 50% to 80% of all the
medical expenses are subsidized by government health agencies. The Company has been working with

the followings city health bureaus:
-

—

City of Fuxin, Liaoning Province

)
2) City of Danzhou, Hainan Province \
3)  City of Tongliao, Inner Mongolia
4)  The Xinjiang Production and Construction Corps >
5)  Yanbian Korean Autonomous Prefecture, Jilin Province
6) City of Baoji, Shaanxi Province
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The domestic company invested in the City of Fuxin in Liaoning Province set up the Fuxin Tele-medical
Service Department. Trial run of the service department was commenced in July 2010. The tele-medical
business can cover one million rural population in the City of Fuxin. For rural residents to receive tele-
medical diagnosis, a fee of RMB100 will need to be paid, however, 80% of which will be funded by the
New Rural Cooperative Medical Insurance Schemes of the City of Fuxin, and the rural residents only need
to pay 20%.

For the rural area tele-medical system within the Regional Public Health Medical System, hardware
installation had completed in full in City of Fuxin, Liaoning Province in which the operating income
was duly recognised under the approval of the local government. The domestic company had signed
framework agreements with municipals of Danzhou of Hainan Province and Yanbian Korean Autonomous
Prefecture of Jilin Province, and formal agreements were signed in June 2010 to duly commence rural
area tele-medical cooperation.

The tele-medical center recorded a total medical service income of HK$5 million as at the end of 2010.

Hospital Pre-evaluation Service

The Company’s proprietary Hospital Pre-evaluation software meets the requirements and is authorized by
NIHA and Chinese Hospital Association. The primary function of the said software is to analyze the hospital
management operation deficiencies in conjunction with national renowned hospital management consultants for
improvement.

The above mentioned products are aimed at digitizing patients’ medical records, matching historical symptoms
for suggested diagnosis and prescriptions, whereas the hospital pre-evaluation service is able to aggregate all
medical data into standardized and categorized medical analysis for evaluation of cost-benefit efficiency. These
products are targeted at better identification and medication of various diseases, more accurate matching of
diagnoses and prescriptions, more optimal uses and production of medicines, more economical allocation of
hospital resources, and more effective public hygiene management.

The business development coverage of the Healthcare Information Technology includes Beijing, Hebei Province,
Liaoning Province, Jilin Province, Shanxi Province, Inner Mongolia, Gansu. Province, Xinjiang, Xizang, Hainan
Province and Jiangsu Province. The Hospital Pre-evaluation Service shall be undertaken in coordination with
the Ministry of Health’s 2010 Work Survey on Major Hospitals, which-had completed the pre-evaluation work to
over 300 hospitals during the year. The service income recorded a total HK$15 million as at the end of 2010.

Mining Business

The Directors are of the view that the mineral resource prices remain bullish in the long term due to the continued

demand from developing countries such as the PRC, India and Russia. Thus the outlook for the mining industry in

the PRC is promising. The Acquisition represents a good opportunity for the Group to tap into the mining industry.

The mining business has not started contributing revenues during the year. It is still subject to revision of production

plans.
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Convertible bonds in the original principal amount of HK$465 million was issued by the Company and which of
HK$241 million were converted in 1 January 2009. The further HK$22 million were substantially converted into 534
million ordinary shares of the Company during 2010. As at 31 December 2010, a principal amount of HK$202 million
of convertible bonds were still outstanding with conversion price of HK$0.04.

Automobile stamping and welding

On 4 March 2010, the Group announced that its wholly owned subsidiary, Hong Kong Chang Kang (Holdings)
Limited, entered into an agreement on 26 February 2010 with Chongging Changan Jinling Automobile Parts Co.,
Ltd., pursuant to which the subsidiary has agreed to sell all of its equity interest, which accounts for 49% in the
JV Company at the consideration of RMB47 million in cash. The disposal has been completed in August 2010, the
company will not maintain any automobile stamping and welding parts segment. The consideration will be used
as general working capital, allowing the Group to focus its resources on its HIT related business which the Group
considers should provide better return to the Group.

The profit from discontinued operations for the year ended 31 December 2010 was HK$7 million. The loss represents
the gain on disposal the JV company amounted to HK$14 million and loss from its operations for the year amounted
to HK$7 million. For the period, the JV Company has sold 597 thousands (for the year 2009: 734 thousands)
ancillary stamping and welding parts for automobiles, and recorded sales of approximately HK$819 million (for
the year 2009: HK$920 million). The Group has accounted for the sales on proportion and recorded turnover
under discontinued operation of HK$401 million and HK$450 million for the period in 2010 and for the year 2009
respectively. Its major customers include ChangAn Auto Co Ltd, ChangAn Ford Mazda, and ChangAn Ford Nanjing
Corp etc.

Radio Trunking System Integration

For the year ended 31 December 2010, the radio trunking business did not record any turnover. There was no
change in turnover as compared to the turnover in the same period in 2009. The zero turnover of the business was
mainly due to the fact that most customers still yet to finalise the terms of software services and the business during
the year.

The Group has actively promoted its own digital trunking communication system based on the software technology
FDMA system. This facilitated new, existing and potential users to have better understanding towards the features of
this technical product while pushed further in market development.

Development of the Group

In 2010, the Group continues to stick with its operation strategy to integrate its resources and make adjustment to
its business, the non-performing business will be gradually peeled off through disposal or other means to the same
effect, so as to optimize the Group’s asset and allocate the limited resources to explore business with brighter
prospect, thus pursue the rapid development and healthy growth of the Group’s business.

FINANCIAL REVIEW

China Public Healthcare (Holding) Limited delivered a pleasing performance in 2010. With the advantage of the
Healthcare Reform Directive issued by the China government in 2009, the medical electronics market was able to
continue its growth impetus carried forward from 2009, the Group, have maintain a strong sales and profit growth

momentum throughout 2010.
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Turnover for the year under review was HKD388 million, and increase of HKD372 million or 24 times as compared
to the turnover of HKD15.3 million for the same period last year. The increase in turnover was due to the increase in
market demand on Electronic Medical Record during the year.

All the turnover for the current year is contributed by the HIT business, compared to the HIT business turnover of
HKD1.7 million same period last year, there is an amazing increase of 227 time. The increase was due to the HIT
contribute the turnover since November 2009, so there is slightly turnover recorded last year, and market demand
have raise in the current year.

There was HKD15.3 million turnover contributed by the radio trucking in the last year but zero turnover for the year
2010. It is mainly due to the fact that most customers still not yet to finalise the terms of software services and the
business during the year.

The other revenue is contributed by refund of VAT of HKD588 thousand, interest income of HKD381 thousand and
HKD421 thousand other operating income. There was an decrease of 66% as compare to the same period of last
year, which due to there is an absence of the written-off of trade payable in the current year.

The Group’s gross profit margin as percentage of turnover amounted to 69.5%, compare with 16% in 2009. The
gross profit of the Group is HKD270 million in the current year, up from HKD2 million recorded in the previous year.
The improve in the gross profit margin mainly due to the Group have further develop in the HIT business, and have an
effective cost control system.

In the current year, the Group show a turn from loss to profit, which the Group recorded a profit attributable to
shareholders of HKD140 million in the current year, and a loss attributable to shareholders of HKD354 million in the
previous year. The Group’s increase in net profit and turnaround were mainly contributions from the newly introduced
HIT business in the November 2009.

The distribution costs increase from HKD4.9 million last year to HKD12.7 million in the current year. And the
administrative expenses reported HKD74.2 million in the current year, reported HKD89.1 million in the same' period
last year. The dramatically increase was due to rapid develop on the HIT business.

The finance costs were decreased from HKD12.2 million to HKD6.7 million as compared to the last financial year,
the finance costs was contributed by the convertible bonds imputed interest. The decrease in the finance costs was

mainly due to some convertible bonds that has been converted during the year.

During the year, reported a impairment loss from mining rights of HK$36 million. Taking into consideration of market
value of the Mine as advised by Roma Appraisals Limited, an independent valuation firm, based on market aplp'roach
method through comparing transactions of mines that had similar mineral resources with similar level of confidence
in the resource estimation which was HK$200 million (or RMB170 million) as at 31 December 2010 and the mine is
situated in Jiangxi of PRC. Also, the Group had reported an impairment loss of HKD9 million from the available for
sale investments, which the Group holds 10% registered capital of Norwell Limited, an investment holding company,

and its subsidiaries mainly involved in production and sales of ferro-silicon and ferro alloys in the PRC.
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Liquidity and financial resources

The Group maintained a strong financial position, with bank balances and cash amounting to HK$152 million as at
31 December 2010. This represented an increase of 25% as compared with the position as at 31 December 2009 of
HK$122 million. The increase was mainly attributable to the increase in working capital throughout the year.

Convertible bonds in the original principal amount of HK$465 million was issued by the Company and of which
HK$241 million were converted in 2009. The further HK$22 million was substantially converted into 534 million
shares of the Company during 2010. As at 31 December 2010, a principal amount of HK$202 million of convertible
bonds were still outstanding with conversion price of HK$0.04.

As at 31 December 2010, the Group’s gearing ratio is 20% (2009: 28%), calculated on the basis of the Group’s non-
current liabilities over equity attributable to owners of the Company. Taking into consideration the existing financial
resources available to the Group, it is anticipated that the Group should have adequate financial resources to meet its
ongoing operating and development requirements.

Charge on group assets
As at 31 December 2010, no group assets were charged or pledged to secure any loans or borrowings.

Foreign exchange exposure
Since the Group’s sales, purchases and loans were substantially denominated in either Renminbi or Hong Kong
Dollar, the Directors of the Company consider that the potential foreign exchange exposure of the Group is limited.

Contingent liabilities
As at 31 December 2010, the Board was not aware of any material contingent liabilities.

Staff and remuneration policies

As at 31 December 2010, the Group employed a workforce with head count of approximately 248, the majority of
whom were employed in the PRC. Staff costs, including Directors’ emoluments, amounted to approximately HK$18
million. The Group’s remuneration policy has been in line with the prevailing market practice including discretionary
bonus and remunerates its employees based on their performance and contribution. Other benefits include
contributions to pension scheme and medical insurance.

Acquisitions of subsidiaries and affiliated companies
Save as the above herein, the Group had no acquisitions or disposals of subsidiaries and affiliated companies during
the year ended 31 December 2010.

™~
Capital structure %
Convertible bonds in the original principal amount of HK$465 million was issued by the Company and which of
HK$241 million were converted in 2009. The further HK$22 million were substantially converted into 534 million

ordinary shares of the Company during 2010. As at 31 December 2010, a principal amount of HK$202 million of

convertible bonds were still outstanding with conversion price of HK$0.04.
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Future plans for material investments or capital assets

Development and expansion of HIT business, the Group considered HKD200 million for future capital expenditure in
coming year. We endeavour to providing high quality products and competitive service. The Group remains optimistic
about its long terms prospects, our efficient operations strategy continue to position us to create value for our
shareholders.

Save as disclosed herein, the Group did not have any details of future plan for material investments or capital assets
as at 31 December 2010.

Significant Investment
During the year under review there was no significant investment held by the Group. The Group did not have any
details of future plan for material investment or capital assets as at 31 December 2010.

Foreign exchange exposure
Since the Group’s sales, purchases and loans were substantially denominated in either RMB or HK$, the Directors of
the Company consider that the potential foreign exchange exposure of the Group is limited.




E GOVERNANCE REPORT

INTRODUCTION

The Code on Corporate Governance Practices (the “CG”) contained in Appendix 15 of the GEM Listing Rules was
introduced on 1 January 2005. It sets out the principles of good corporate governance and the Company is required
to comply with the code provisions of the CG. The Company is fully admitted that good corporate governance, as
part of the Company’s culture, can create values to the Group and our shareholders. The Board is committed to
continue to enhance the standards of corporate governance within the Group and to ensure that the Group conducts
its businesses in an honest and responsible manner. Except for disclosed in this report, the Group has adopted
practices which meets the code provisions of the CG.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding Directors’ securities transactions on terms as set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made specific enquiry of the Directors of the Company, all
Directors have complied with the required standard of dealings and code of conduct regarding securities transactions
by Directors as set out in the code of conduct for the year 2010.

BOARD COMPOSITION
The Board of Directors (“Board”) of the Company is entrusted with the overall responsibility for promoting the
success of the Company by the direction and supervision of the Company’s business and affairs and the ultimate
responsibility for the day to day management of the Company which is delegated to the Chairman and Chief
Executive and the management.

The Board comprises a total of 6 Directors, with 3 Executive Directors, namely, Mr. Stephen William Frostick
(Chairman), Mr. Lu Chunming (Chief Executive Officer), Mr. Shao Heng, and 3 Independent Non-executive Directors,
namely, Mr. Chang Jun, Mr. Tso Hon Sai, Bosco and Mr. Lee Chi Hwa, Joshua. One Independent Non-executive
Director has appropriate professional qualifications, accounting and financial management expertise.

The posts of Chairman and Chief Executive Officer are separated to ensure a clear division between the Chairman’s
responsibility to manage the Board and the Chief Executive Officer’s responsibility to manage the Company’s
business. The separation ensures a balance of power and authority so that power is not concentrated in any one
individual. The Board considers that the current management structure ensures consistent leadership and optimal
efficiency for operation of the Group. The Board comprises 6 directors, the balance of power and authority between
the Board and management will not be compromised.

Each of the Independent Non-executive Directors has made an annual confirmation of independence pursuant to
Rule 5.09 of the GEM Listing Rules. The Company is of the view that all Independent Non-executive Directors meet
the independence guidelines set out in Rule 5.09 of the GEM Listing Rules and are independent in accordance with
the terms of the guidelines.

° CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED e Annual Report 2010
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BOARD OPERATION
The Board meets regularly over the Company’s affairs and operations. In 2010, the Board held 21 meetings. The
attendance record of each member of the Board is set out below:

Executive Directors Attendance
Mr. Stephen William Frostick (Chairman) 20/21
Mr. Lu Chunming (Chief Executive Officer) 21/21
Mr. Shao Heng 19/21

Independent Non-executive Directors

Mr. Chang Jun 13/21
Mr. Tso Hon Sai, Bosco 18/21
Mr. Lee Chi Hwa, Joshua 20/21

NON-EXECUTIVE DIRECTORS
The Non-executive Directors are subject to retirement by rotation in accordance with the articles of association of the
Company.

All the existing Non-executive Directors are appointed for an initial term of three years and the term of office shall
continue after the expiration of the initial term until at least 1 month’s prior written notice is given by the Director. The
remuneration packages for Non-executive directors are determined by the Board of Directors. They are reimbursed
for reasonable expenses incurred during the performance of their duties to the Company and are eligible to be
granted share options under the Share Option Scheme.

REMUNERATION OF DIRECTORS
As mentioned above, a remuneration committee was formed on 30 October 2005 for, inter alia, the following
purposes:—

(@) to make recommendations to the Board on policies and structure for re?nun ratiorf.l of directors and"ﬁenior

management and on the establishment of a formal and transparent procedure for déveldriing policy d such
remuneration; S a
&4 ;
(b) to determine the remuneration packages for Executive Directors and senior management and to makejr
recommendations to the Board on the remuneration of Non-executive D|r60t3F§"" Y <
<
The Remuneration Committee is made up of all of the Company’s Independent Non-executive Directors, ely, Mr.
Chang Jun, Mr. Tso Hon Sai, Bosco and Mr. Lee Chi Hwa, Joshua. Mr. Lee Chi Hwa, Joshua is the Chairman of the -
remuneration committee. / !
F &
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Meeting has been held in 2010 to review the remuneration packages of Executive Directors, which are nominal
by market standards. The Directors’ fees of the Company’s Independent Non-executive Directors have not been
changed during the year according to market levels. The Remuneration Committee held a meeting on 30 March 2011
to consider and approve (a) bonus payments to employees of the Group, (b) salary increases of senior management
of the Group and (c) range of salary increase for employees of the Group. Mr. Chang Jun, Mr. Tso Hon Sai, Bosco
and Mr. Lee Chi Hwa, Joshua attended this meeting.

The Remuneration Committee will meet and determine the emolument policy and long-term incentive schemes as
well as the basis of determining the emolument payable to the Company’s Directors in 2010.

NOMINATION OF DIRECTORS
As mentioned above, a Nomination Committee was formed on 31 October 2007 for, inter alia, the following
purposes:

(@) to review the structure, size and composition (including the skills, knowledge and experience) of the Board;

(b)  to identify individuals suitably qualified to become Board members and make recommendations to the Board on
the selection of individuals nominated for directorship; and

(c) to make recommendations to the Board on relevant matters relating to the appointment or re-appointment of
directors and succession planning for Directors.

The Nomination Committee is made up of all of the Company’s Independent Non-executive Directors, namely, Mr.
Chang Jun (Chairman), Mr. Tso Hon Sai, Bosco and Mr. Lee Chi Hwa, Joshua. The Nomination Committee held
meeting on 30 March 2011 to review the structure, size and composition of the Company’s Board of Directors. Mr.
Chang Jun, Mr. Tso Hon Sai, Bosco and Mr. Lee Chi Hwa, Joshua attended this meeting. The Nomination Committee
was satisfied with the existing composition of the Company’s Board of Directors and recommended no change in the
near term. L/ Y
The Nomination Committee will meet and determine the nomination procedures and the proéess and criteria to_f'select
and recommend candidates for directorship in 2010. S

AUDITORS’ REMUNERATION ’
The remuneration in respect of audit provided by the auditors, HLM & Co., to the Company for the year 2010
amounted to HK$600 thousand. No non-audit services was provided by HLM & Co. during th%year.

~G
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AUDIT COMMITTEE

The Company’s Audit Committee was formed on 13 July 2000 and is currently composed of all three Independent
Non-executive Directors of the Company, namely, Mr. Lee Chi Hwa, Joshua (Chairman), Mr. Tso Hon Sai, Bosco and
Mr. Chang Jun. The primary duties of the Audit Committee are (a) to review the Group’s annual reports, financial
statements, interim reports and quarterly reports, (b) to provide advice and comments thereon to the Board and (c) to
review and supervise the financial reporting process and internal control procedures of the Group.

In 2010, the Audit Committee held 4 meetings. The attendance record of each member of the Committee is set out

below:
Attendance
Mr. Chang Jun 1/4
Mr. Tso Hon Sai, Bosco 4/4
Mr. Lee Chi Hwa, Joshua 4/4

The Audit Committee has carefully reviewed the Company’s quarterly, half-yearly and annual results and its system
of internal control and has made suggestions to improve them. The Committee also carried out and discharged its
duties set out in CG Code. In the course of doing so, the Committee has met the company’s management, qualified
accountant and external auditors in 2011.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Directors are responsible for the preparation of the financial statements, which give a true and fair view. The

Auditors are responsible for forming an independent opinion, based on the audit, on the financial statements
prepared by the Directors and reporting the opinion solely to the shareholders of the Company.




APHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Stephen William Frostick, aged 61, is the Chairman of the Company. Mr. Frostick obtained a Juris Doctorate
at Old College School of Law, Nevada, United States in 1984, a Master of Public Administration and a Bachelor
of Science in Business Administration at the University of Nevada, Las Vegas, United States in 1976 and 1974
respectively. Currently the president and chief executive officer of the Compeer Group (Macau) and Grey Eagle Group
(Hong Kong), Mr. Frostick has over 35 years of experience in leading capacities in the State Government of Nevada,
United States, large corporations and international consulting organizations. During his past employment with Kepner
Tregoe Inc., Mr. Frostick was involved in the design, development and led the implementation of Team Concept in
Chrysler Motors Inc. Mr. Frostick also participated in the negotiations with respect to the labour agreements between
the United Auto Workers Union and Chrysler Motors Inc. Leverage on Mr. Frostick’s automobile business experience,
the Group will be in a better position to solicit the aforesaid automobile related investments opportunities and/or
projects.

Mr. Frostick is well experienced in strategic planning, operational management and organisational development and
has about 35 years of senior management experience. He joined the Group in 2007. He is currently the Executive
Director of Code Agriculture (Holdings) Limited (formerly known as China Chief Cable TV Group Limited) which is
listed on the Stock Exchange of Hong Kong Limited.

Mr. Lu Chunming, aged 53, is the Chief Executive Officer of the Company. Mr. Lu is also the general manager of
Beijing Cheong Lee Gocom Information Technology Company Limited and is responsible for the management of
business of the Group. Mr. Lu graduated from Beijing Teacher’s University in the PRC and joined the Group in 1995.
Prior to joining the Group, Mr. Lu had worked for the Post and Telecommunication Science Research Institute and
Authorities Service Bureau of the former MPT. Mr. Lu has more than 20 years of experience in the communications
industry.

Mr. Shao Heng, aged 37, was graduated from the College of Urban and Environmental Sciences in Beijing University
in 1997 and obtained a Bachelor Degree of Tourism Development and Administration. In 2007, he obtained an
EMBA in modern hospital management from Beijing University. Mr. Shao Heng once worked as General Manager
at Great Wall Software Shanghai Branch of China Great Wall Computer Group Corporation, responsible for the
national Golden Tax Project. Later, he worked as Deputy General Manager of & &l BB J5 &3 A &) (“Shouchuang
International Hotel Management Co., Ltd.”), and was responsible for the hotel management projects of various star
hotels. He then became the President of Beijing Aikang Hospital and was responsible for the daily operation and
management of this general hospital. Since 2008, Mr. Shao Heng became the Managing Director of China Chief
Medical Standards Database Co., Ltd., and was responsible for its daily operation and jointly developed the public
medical projects with the relevant authorities of the Ministry of Health. He joined the Group in 2009.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lee Chi Hwa, Joshua, aged 38, is a fellow member of the Association of Chartered Certified Accountants and
a member of the Hong Kong Institute of Certified Public Accountants. Mr. Lee has extensive experience in the fields
of auditing, accounting and finance. He joined the Group in 2007. He is currently the independent non-executive
director of Code Agriculture (Holdings) Limited (formerly known as China Chief Cable TV. Group Limited) which is
listed on the Stock Exchange of Hong Kong Limited.
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Mr. Tso Hon Sai Bosco, aged 46, is currently a consultant with Messrs. Tso Au Yim & Yeung, Solicitors and has
been a Hong Kong practising solicitor since 1990. Mr. Tso received his Bachelor of Laws degree from King’s College,
London. He joined the Group in 2007. He is currently the independent non-executive director of Rising Development
Holdings Limited and Goldin Financial Holdings Limited. Both companies are listed on the Stock Exchange of Hong
Kong Limited.

Mr. Chang Jun, aged 42, is currently a partner of Messrs, Allbright Law Office-Shenzhen and has been a Chartered
lawyer of Chinese Ministry of Law since 2000. Mr. Chang received his Bachelor of Laws degree from Southwest
University of Polities & Law, Chongging and master degree in Economic & Commercial Law in People’s University of
China, Beijing. Mr. Chang has more than 15 years experience in Chinese legal profession and extensive experience in
legal advisory to public and multinational enterprise in PRC. He joined the Group in 2007.

SENIOR MANAGEMENT

Mr. Lv Bin’s, aged 45, is the Chief Operating Officer of the Company. He is the Founder and Chief Executive Officer
of Beijing Upway Science & Technology Development Co. Ltd (It R 4R IR AR A R]) . He has over 20 years
of management experience in I.T industry and expertise in healthcare information technology. He joined the group in
2009.

Mr. ANG Wing Fung, aged 38, is the Company Secretary and Chief Financial Officer of the Company, who holds a
degree of Master of Business Administration (Executive) from the City University of Hong Kong and a Bachelor degree
in Accounting and Finance from The University of New South Wales, Australia. He is an associate member of Hong
Kong Institute of Certified Public Accountants, a qualified member in CPA Australia and an association member of the
Hong Kong Institute of Chartered Secretaries and The Institute of Chartered Secretaries and Administrators. He has
over 10 years of experience in financial management, auditing and accounting in an international accounting firm and
a listed company in Hong Kong. He is currently the executive director of Inno-Tech Holdings Limited which is listed

on the Stock Exchange of Hong Kong Limited.




The Directors of the Company (“Directors”) submit herewith their annual report together with the audited financial
statements for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Group is principally engaged in hospital data evaluation analytics, hospital information technology system for
medical data acquisition, processing and application system, mining of mineral resources and accessories in PRC,
radio trunking systems integration and provision of telemedia-related and other value-added telecommunication-
related technical services.

SEGMENT INFORMATION
An analysis of the Group’s turnover and contribution to operating profit for the year by principal activities is set out in
note 7 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2010 and the state of the affairs of the Group at that date
are set out in the financial statements on pages 25 to 32.

The Directors do not recommend the payment of a dividend for the year.

PRINCIPAL SUBSIDIARIES
Particulars of the principal subsidiaries of the Company as at 31 December 2010 are set out in note 20 to the
financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the Group and of the Company are set out in note 18
to the financial statements.

RESERVES \
Movements in the reserves of the Group and of the Company during the year are set out in statement of changes in
equity on page 30 and page 93 respectively. :

DISTRIBUTABLE RESERVES
As at 31 December 2010, the Company has no reserves available for distribution to shareholders (2009: Nil) in-
accordance with the Companies Law of the Cayman Islands and the Company’s Articles of Association.

=

CONVERTIBLE BONDS \
Details of movements in the convertible bonds of the Company durlng the year are set out in note 32 to the
consolidated financial statements. »’
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DONATION

The Group’s charitable and other donations during the year amounted to HK$3 million (2009: Nil). No donations were
made to political parties.

SHARE CAPITAL AND SHARE OPTIONS
Details of the movements in share capital and share options of the Company during the year, together with reasons
therefore, are set out in notes 33 and 35 to the financial statements.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five years is set out on page 101.

MAJOR CUSTOMERS AND SUPPLIERS

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

follows:

Purchases

- the largest supplier 40%
- five largest suppliers combined 91%
Sales

- the largest customer 26%
- five largest customers combined 52%

To the best of the Directors’ knowledge, none of the Directors, their associates or any shareholder who owns more
than 5% of the Company’s share capital had an interest in any of the major customers or suppliers above.




F DIRECTORS

DIRECTORS

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

Mr. Stephen William Frostick (Chairman)
Mr. Lu Chunming

Mr. Shao Heng

Mr. Lee Chi Hwa, Joshua*

Mr. Tso Hon Sai, Bosco*

Mr. Chang Jun*

Independent Non-executive Director

One-third of the Directors shall retire at the forthcoming annual general meeting in accordance with Article 87 of the
Company’s Articles of Association and, being eligible, offer themselves for re-election.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITION IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2010, the interests and short positions of the Directors and the chief executive of the Company
in the shares, underlying shares or debentures of the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFO”)) which were required (a) to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of the SFO); or (b) pursuant to section 352 of the
SFO, to be entered in the register referred to therein; or (c) pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules,
to be notified to the Company and the Stock Exchange, were as follows:

Long positions in the ordinary shares of HK$0.01 each of the Company

Approximate percentage of

Name Type of interest Number of shares issued share capital
Mr. Lu Chunming (Note 1) Beneficial 830,000 0.01%
Notes:

1. Mr. Lu Chunming, an Executive Director of the Company has interest in the Company directly.

Long positions in the underlying shares

On 31 March 2010, share options of 10,000,000 shares at exercise price of HK$0.168 were granted to a director of
the Company, Mr. Stephen William Frostick, under the Share Option Scheme. These share options are exercisable for
a period of 3 years from the date of granted unconditionally. Details are set out in note 34 to the financial statement.

Save as disclosed above, as at 31 December 2010, none of the Directors or the chief executive of the Company
had or was deemed to have any interests or short positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of the SFO) which were required (a) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register referred to therein; or (c) pursuant to Rules 5.46 to
5.68 of the GEM Listing Rules, to be notified to the Company and the Stock Exchange.
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DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract with the Company for an initial term of three years
and will continue thereafter until the contract is terminated by either party giving to the other party not less than one
calendar months’ notice in writing.

As at 31 December 2010, none of the Directors who are proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not determinable within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s business to which the Company, its holding company,
subsidiaries or fellow subsidiaries was a party and in which any Directors of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time during the year.

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the Independent Non-executive Directors, an annual confirmation of his
independence pursuant to Rule 5.09 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited. The Company considers all of the Independent Non-executive Directors are independent.

EMOLUMENT POLICY
The emolument policy regarding the employees of the Group is set up by the Remuneration Committee and is based
on their merit, qualifications and competence.

The emoluments of the Directors of the Company are decided by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and comparable market statistics.

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 35 to the financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from as disclosed under the paragraph headed “Directors’ and Chief Executives’ interests and short positions
in shares, underlying shares and debentures” above and the “Share option.scheme” below, at no time during the year
have rights to acquire benefits by means of the acquisition of shares in or debentures of the Company or any other
body corporate granted to any director or their respective spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company or any of its subsidiaries a party to any arrangement to enable
the directors, their spouse or children under 18 years of age to acquire such rights in any other body corporate.

Annual Report 2010 ¢ CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED @




SHARE OPTION

The Company adopted a share option scheme on 30 July 2007 (‘the Scheme”), which became effective for a

period of 10 years commencing on 10 August 2007. Under the Scheme, the Directors of the Company may at their
discretion grant options to any eligible person to subscribe for the shares of the Company (“Share”) at the higher of:
(i) the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet on the date of grant; (i)
the average closing price of the Share as stated in the Stock Exchange’s daily quotations sheets for the five business
days immediately preceding the date of grant; and (iii) the nominal value of a Share. The offer of a grant of option
shall remain open for acceptance within 21 days from the date of offer. A nominal consideration of HK$1 is payable
on acceptance of the grant of the option. The exercise period of the option must not be more than 10 years from the
date of grant of the option.

The Company operates the Scheme for the purpose of advancing the interests of the Company and its shareholders
by enabling the Company to grant options to attract, retain and reward any eligible persons which include any
director of the Group, any employee of the Group, any consultant, adviser, agent, supplier, customer, business
partner or shareholder of the Group for their contribution or potential contribution to the Group.

The total number of Shares which may be issued upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other schemes in force from time to time must not in aggregate exceed 30% of
the Shares in issue from time to time.

The total number of Shares which may be issued upon exercise of all options to be granted under the Scheme shall
not in aggregate exceed 10% of the total number of Shares in issue as at the date of the passing of the relevant
resolution adopting the Scheme.




REPORT OF DIR

Pursuant to the Scheme, as at 31 December 2010, the employees and consultants were granted share options to
subscribe for shares of the Company, details of which were as follows:

As at Granted Exercised Lapsed Cancelled As at Date of Exercise
1 January during during during during 31 December granted of period of  Exercise price of
Name or category of participant 2010 the period the period the period the period 2010 share options share options share options
Directors
Stephen William Frostick - 10,000,000 - - - 10,000,000 31 March 31 March 2010 - HK$0.186
2010 30 March 2013
- 10,000,000 - - - 10,000,000
Employees 29,220,000 - - - - 29,220,000 10 August 10 August 2007 - HK$0.380
2007 9 August 2012
Employees - 52,000,000 - - - 52,000,000 31 March 31 March 2010 - HK$0.186
2010 30 March 2013
29,220,000 52,000,000 - - - 81,220,000
Consultants 58,439,900 - - - - 58,439,900 10 August 10 August 2007 - HK$0.380
2007 9 August 2012
Consultants - 138,000,000 - - - 138,000,000 31 March 31 March 2010 - HK$0.186
2010 30 March 2013
Consultants - 50,000,000 - - - 50,000,000 3 May 2010 3 May 2010 - HK$0.186
2 May 2013
Consultants - 20,000,000 - - - 20,000,000 9 July 2010 9 July 2010 - HK$0.186
8 July 2013
58,439,900 208,000,000 - - - 266,439,900
87,659,900 270,000,000 - - - 357,659,900

None of the employees and consultants of the Company had exercised their share options dqr' the year ended 31
December 2010. i | | WN

| iy
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SUBSTANTIAL SHAREHOLDERS OF THE COMPANY

As at 31 December 2010, the following persons (other than the director and the chief executive of the Company) had

interests and short positions in the shares or underlying shares of the Company as recorded in the register required
to be kept under Section 336 of the SFO.

Long positions in the ordinary shares of HK$0.01 each of the Company

Total
Number of Number of Approximate
underlying shares and percentage
Name of the Type of Number shares underlying of issued
Shareholders interest of shares (note e) shares share capital
Absolute Power International Beneficial - 2,727,000,000 2,727,000,000 24.19%
Limited (“Absolute Power”)
(note a)
Wide Treasure Investment Limited  Beneficial - 2,330,446,932 2,330,446,932 20.67%
(“Wide Treasure”) (note b)
Way Capital Investments Limited ~ Beneficial 1,482,142,857 - 1,482,142,857 13.15%
(“Way Capital”) (note c)
Glorywide Group Limited Beneficial 1,482,142,857 - 1,482,142,857 13.15%
(“Glorywide Group”) (note d)
Notes:
(a). Absolute Power is wholly owned by Hu Chao who is deemed to be interested in the shares.
(b). Wide Treasure is wholly owned by She Zhangshu who is deemed to be interested in the shares.
(c). Way Capital is wholly owned by Lau Wang Tai who is deemed to be interested in the shares. &‘%§

g \ﬁ | r Y

(d). Glorywide is wholly owned by Zhang Jie who is deemed to be interested in the shares. L |

(e). The underlying shares of Absolute Power and Wide Treasure are in respect of the convertible bonds issued by the Company on 9 January
2009. The convertible bonds issued by the Company to Way Capital and Glory_g;ﬁ Group on 23 October 2009 were converted to
1,482,142,857 shares and 1,482,142,857 shares respectively on 4 December 2009."

Save as disclosed above, as at 31 December 2010, the Directors were not aware of any other person '(othercth'aéL
the Directors or the chief executive of the Company) who had, or was d ned to have, interests or short positions in
the Shares or underlying Shares (including any interests in options in rg;:ct of such capital), which \.N.O Il to be
disclosed to the Company and the Stock Exchange under the provisioﬁs of Divisions 2 and 3 of Part XV of the SFO, -
or who was directly or indirectly interested in 5% or more of the nominal \?élue of any class of share capitql Qarrﬂﬁ

rights to vote in all circumstances at general meetings of any member of the (qup. _

% s
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MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the whole or any substantial part of the business of
the Company were entered into or existed during the year.

PENSION SCHEME ARRANGEMENT

Particulars of the pension scheme arrangements are set out in note 42 to the financial statements.

CONNECTED TRANSACTIONS
During the year ended 31 December 2010, the Company has not entered into any connected transaction or
continuing connected transaction which should be disclosed pursuant to the requirements of GEM Listing Rules.

Significant related party transactions entered by the Group during the year, which do not constitute connected
transactions under GEM Listing Rules, are disclosed in note 43 to the financial statements.

COMPETING INTERESTS

The Directors are not aware of, as at 31 December 2010, any business or interest of each Director, management
shareholder and the respective associates of each that competes or may compete with the business of the Group
and any other conflicts of interest which any such person has or may have with the Group.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2010.

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

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company as at the date of this report, the Company has
maintained the prescribed public float under the GEM Listing Rules.

AUDITORS
A resolution to reappoint Messrs. HLM & Co. as auditors of the Company will be proposed at the forthcoming annual
general meeting. R i

On behalf of the board y ~&

Stephen William Frostick
Chairman

Hong Kong, 30 March 2011




NDENT AUDITORS’ REPORT

. _ Room 305, Arion Commercial Centre
o]‘_é_‘ /f}% /@ ‘g‘]‘ gﬂ:,l //f'j‘ 2-12 Queen’s Road West, Hong Kong.
Tl 25 R VG 2- 129% W 55 7 2 b 0305
H L M & C 0. Tel % : (852) 3103 6980
. . Fax X (852) 3104 0170
Certified Public Accountants E-mail 7 % : him@hlm.com.hk

TO THE SHAREHOLDERS OF CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Public Healthcare (Holding) Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out on pages 26 to 100, which comprise the
consolidated statement of financial position as at 31 December 2010, and the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

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 controls 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.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Group
and the Company as at 31 December 2010 and of the Group’s profit and cash flows for the year then ended in

accordance with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

HLM & Co.
Certified Public Accountants

Hong Kong, 30 March 2011
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOM

For the year ended 31 December 20710

2010 2009
NOTES HK$’000 HK$'000
Continuing operations
Turnover 6 388,378 15,345
Cost of sales and services (118,304) (12,890)
Gross profit 270,074 2,455
Other revenue 6 1,390 4,094
Distribution expenses (12,738) (4,986)
Administrative expenses (74,234) (39,086)
Impairment loss on mining rights 19 (36,364) (314,511)
Impairment loss on available-for-sale investments 24 (9,000) -
Realised (loss) gain on disposal of financial assets

held for trading (273) 1,552
Unrealised (loss) gain on financial assets held for trading (2,074) 5,114
Profit (loss) from operations 136,781 (345,368)
Finance costs 8 (6,729) (12,285)
Profit (loss) before tax 130,052 (357,653)
Income tax expense 9 - (143)
Profit (loss) for the year from continuing operations 12 130,052 (357,796)
Discontinued operations
Profit for the period/year from discontinued operations 10 6,678 3,073
Profit (loss) for the year 136,730 (354,723)
Other comprehensive income (expenses)

Exchange difference on translation of:

— financial statements of foreign operations 10,401 (3,364)
Other comprehensive income (expenses) for the year, net of tax 10,401 (3,364)
Total comprehensive income (expenses) for the year 147,131 (358,087)
Profit (loss) attributable to:

Shareholders of the Company 140,006 (354,285)

Non-controlling interests (3,276) (438)

136,730 (854,723)
Total comprehensive income (expenses) attributable to:
Shareholders of the Company 150,407 (357,649)
Non-controlling interests (3,276) (438)
147,131 (858,087)
Earnings (loss) per share 16
From continuing and discontinued operations

Basic (HK cents per share) 1.27 (6.99)

Diluted (HK cents per share) 0.89 N/A
From continuing operations

Basic (HK cents per share) 1.21 (7.05)

Diluted (HK cents per share) 0.85 N/A
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2010 2009
NOTES HK$’000 HK$'000
Non-current assets
Property, plant and equipment 18 64,527 4,495
Mining rights 19 200,000 236,364
Goodwill 21 487,695 487,695
Other intangible assets 23 22,344 -
Available-for-sale investments 24 11,000 20,000
785,566 748,554
Current assets
Inventories 25 34,422 3,330
Trade receivables 26 189,947 11,737
Other receivables, deposits and prepayments 27 94,978 28,130
Financial assets held for trading 28 9,762 14,657
Tax recoverable 3 3
Cash and bank balances 29 152,027 121,739
481,139 179,596
Assets classified as held for sale 11 - 276,531
481,139 456,127
Current liabilities
Trade payables 30 76,846 313
Accruals and other payables 33,202 34,384
Deposit received 35,371 -
Amounts due to related companies 31 14,010 13,708
Tax payable 143 ) 143
& *
159,572 ,5,548

Liabilities directly associated with assets classified =
as held for sale 11_,}_‘ - 223,737

4
- 159,572 : 272{.2@'

Net current assets f 321,567 : 183,842

Net assets 1,107,133 932;@‘
v




CONSOLIDATED

At 31 December 2010

2010 2009
NOTES HK$’000 HK$'000
Capital and reserves
Share capital 33 112,725 107,384
Reserves 801,408 615,544
Equity attributable to owners of the Company 914,133 722,928
Non-controlling interests 1,233 4,509
Total equity 915,366 727,437
Non-current liability
Convertible bonds 32 191,767 204,959
1,107,133 932,396

The financial statements on pages 26 to 100 were approved and authorised for issue by the Board of Directors on 30

March 2011 and are signed on its behalf by:

Mr. Stephen William Frostick
DIRECTOR

Mr. Lu Chunming

DIRECTOR , |'T\.
. t1l1
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2010 2009
NOTES HK$’000 HK$'000
Non-current assets
Property, plant and equipment 18 68 59
Investment in subsidiaries 20 974,216 1,110,177
974,284 1,110,236
Current assets
Other receivables, deposits and prepayments 690 1,827
Cash and bank balances 1,233 101,190
1,923 103,017
Current liability
Accruals and other payables 600 994
Net current assets 1,323 102,023
Net assets 975,607 1,212,259
Capital and reserves
Share capital 33 112,725 107,384
Reserves 34 671,115 899,916
.=
Total equity 783,840 d 1,03 ,300
Non-current liability . W
Convertible bonds RS 191,767 204,959
= -
- 975,607 1,212,259
f- — s
A i gy \ %
Mr. Stephen William Frostick Mr. Lu Chunming/ = ' § >
DIRECTOR DIRECTOR E o\
/'/ 4 TR % i
L 4 \y
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CONSOLIDATED STA

For the year ended 31 December 20710

Attributable to
Share-based Convertible shareholders Non-
Share Share Merger General compensation  bonds equity Exchange  Accumulated of the controlling
capital premium difference reserve reserve reserve reserves losses Company interests Total
(Notefij) (Note (i)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$ 000 HK$'000
At 1 January 2009 11,682 212,802 (46,815) 1,852 30,082 - 5813 (9,253) 206,163 - 206,163
Additional non-controlling
interests arising on the
acquisition of subsidiaries - - - - - - - - - 4,947 4,947
Recognition of equity
component of convertible
bonds - - - - - 524,769 - - 524,769 - 524,769
Exercise of convertible bonds 90,002 654,670 - - - (499,337) - - 245,335 - 245,335
Issue of ordinary shares under
place of shares 5,700 98,610 - - - - - - 104,310 - 104,310
Total comprehensive
expenses for the year - - - - - - (3,364)  (354,285) (357,649) (438) (358,087)
At 31 December 2009 107,384 966,082 (46,815) 1,862 30,082 25,432 2,449 (363,538) 722,928 4,509 727,437
At 1 January 2010 107,384 966,082 (46,815) 1,862 30,082 25,432 2,449 (363,538) 722,928 4,509 727,437
Exercise of convertible bonds 5,341 17,013 - - - (2,433) - - 19,921 - 19,921
Recognition of equity-settled
share-based payments - - - - 27,091 - - - 27,091 - 27,091
Eliminated upon disposal of
ajoint venture - - - - - - (6,214) - (6,214) - (6,214)
Transfer to general reserve - - - 9,660 - - - (9,660) - - -
Total comprehensive income
(expense) for the year - - - - - - 10,401 140,006 150,407 (3,276) 147,131
At 31 December 2010 112,725 983,095 (46,815) 11,512 57,173 22,999 6,636 (233,192) 914,133 1,233 915,366
Notes: b
i | .
(i) The general reserve and enterprise expansion fund are set up by subsidiaries established and Med in the Peoble',sl.-ﬂepublic"of China

(“PRC”) by way of appropriation from the profit after taxation in accordance with the releanE laws. and reguiationgg’n the PRC. Th
appropriation of the general reserve and enterprise expansion fund is subject to the decision _Qf“the board of directors of the PRC sub

iate of
iaries,

but the minimum appropriation rate for the general reserve is 10% of the profit after taxati for'each year, until when the accumulated.;afalance
reaches 50% of the total registered capital of the subsidiary. Pursuant to the relevantyl W and regulations of the PRC, if approvals are obtained
from the relevant government authorities, the general reserve can be used in setting off accumulated losses or to increase the capital, and the
enterprise expansion fund can be used to increase the capital. :

- ‘-""--.
(i) Merger difference represents the difference between the nominal value of the shares of subsidiaries acquired and the nominal value of the
shares issued by the Company as consideration thereof pursuant to the reorganisati ; E -, =
| - 3
' | : \ e
- —~
V- >
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ear ended 31 December 2010

2010 2009
NOTES HK$’000 HK$'000
Operating activities
Profit (loss) for the year 136,730 (354,723)
Adjustment for:
Income tax expenses - 1,672
Interest income (381) (56)
Dividend income - (103)
Interest expenses - 222
Imputed interest on convertible bonds 8 6,729 12,063
Impairment loss on mining rights 19 36,364 314,511
Impairment loss on available-for-sale-investments 24 9,000 -
Depreciation 5,401 16,119
Loss on disposal of property, plant and equipment 240 62
Loss (gain) on disposal of financial assets held for trading 273 (1,552)
Unrealised loss (gain) on financial assets held for trading 2,074 (5,114)
Gain on disposal of a joint venture 41 (14,182) -
Impairment for inventories - 3,100
Amortisation of other intangible assets 23 1,109 -
Equity-settled share-based payments 27,091 -
Exchange gain - (6)
Operating cash flow before movements in working capital 210,448 (13,805)
Decrease (increase) in inventories 12,361 (14,972)
(Increase) decrease in trade receivables, prepayment,
deposits and other receivables (209,941) 77,371
Decrease in amounts due from related companies = .25
Increase in trade payables, bills payables, a
accruals and other payables and deposits received 68,310 ,569
(Decrease) increase in amounts due to related companies ;q (20,812) 2:1 ,709
Cash generated from operations 60,366 165;89éL
Interest paid : - (222)
PRC tax (paid) refund f (1,303) '\-\2,208"
Net cash generated from operating activities 59,063 q 167,£
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CONSOLIDATED STATEMENT OF C

For the year ended 31 December 2010

2010 2009
NOTES HK$’000 HK$'000

Investing activities
Dividend income - 103
Purchases of property, plant and equipment (65,562) (17,000)
Purchases of financial assets held for trading (56,343) (23,033)
Net cash outflow on acquisition of subsidiaries 40 - (77,124)
Purchase of available for sale investments - (20,000)
Payments for other intangible assets 23 (23,453) -
Sales proceeds from disposal of property, plant and equipment - 5,824
Sales proceeds from disposal of financial assets held for trading 58,891 29,160
Net cash outflow from disposal of a joint venture 41 (14,130) -
Interest received 381 56
Net cash used in investing activities (100,216) (102,014)

Financing activities
Proceeds from issue of shares - 104,310
Repayments of bank loans - (85,899)
Repayment of secured loan from a finance company - (1,799)
Net cash generated from financing activities - 66,612
Net (decrease) increase in cash and cash equivalents (41,153) 132,481
Effect of foreign exchanges rate changes 11,304 (8,358)
Cash and cash equivalents at beginning of year 181,876 52,753
Cash and cash equivalents at end of year 152,027 181 ,876

Analysis of cash and cash equivalents ,
Cash and bank balances 152,027 125 ,739'-
Cash and bank balances included in a disposal group classified

as held for sale r = 60,137

Cash and cash equivalents at end of year 152,027 181 ,%76
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THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2010

1. GENERAL
The Company was incorporated in the Cayman Islands on 13 October 1999 as an exempted Company with
limited liability under the Companies Law of the Cayman Islands. The Company’s shares have been listed on
the Growth Enterprise Market (“GEM”) of the Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 25 July 2000. The address of its registered office is at Century Yard, Cricket Square, Hutchins Drive,
P.O. Box 2681 GT, George Town, Grand Cayman, British West Indies and the principal place of business of the
Company is Room 2204, 22/F., Mass Mutual Tower, 38 Gloucester Road, Wanchai, Hong Kong.

The consolidated financial statements are presented in Hong Kong dollars, which is the same as the functional
currency of the Company.

The principal activity of the Company is investment holding. The principal activities of the Company’s
subsidiaries are set out in note 20 to the consolidated financial statements.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)
The following new and revised Standards and Interpretation issued by the Hong Kong Institutes of Certified
Public Accountants (“HKICPA”) have been applied by the Group in the current year. The impact of the
application of the new and revised Standards and Interpretations is discussed below.

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

The amendments HKAS 1 clarify that the potential settlement of a liability by the issue of equity is not relevant
to its classification as current or non-current.

In line with the amendments to HKAS 1, the Group has classified the liability component of convertible
bonds issued in the current year as non-current based on when cash settlement is required to be made. This
amendment has had no effect on amounts reported in prior years because the Group has not previously issued
instruments of this nature.

Amendments to HKFRS 7 Financial Instruments: Disclosures (as part of Improvements to HKFRSs
issued in 2010)

The amendments to HKFRS 7 clarify the required level of disclosures about credit risk and collateral held and
provide relief from disclosures previously required regarding renegotiated loans. The Group has applied the
amendments in advanced of their effective date (annual periods beginning on or after 1 January 2011). The

amendments have been applied retrospectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2010

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Amendments to HKAS 1 Presentation of Financial Statements (as part of Improvements to HKFRSs
issued in 2010)
The amendments to HKAS 1 clarify that an entity may choose to present the required analysis of items of
other comprehensive income either in the consolidated statement of changes in equity or in the notes to the
consolidated financial statements. The Group has applied the amendments in advance of their effective date
(annual periods beginning on or after 1 January 2011). The amendments have been applied retrospectively.

New and revised Standards and Interpretations applied with no material effects on the consolidated
financial statements

The following new and revised Standards and Interpretations have also been applied in these consolidated
financial statements. The application of these new and revised Standards and Interpretations has not had any
material impact on the amounts reported for the current and prior years but may affect the accounting for future
transactions or arrangements.

Amendments to HKFRS 1 First-time Adoption of The amendments provide two exemptions when adopting
Hong Kong Financial Reporting Standards HKFRSs for the first time relating to oil and gas assets,
— Additional Exemptions for First-time adopters and the determination as to whether an arrangement
contains a lease.

Amendments to HKFRS 2 Share-based The amendments clarify the scope of HKFRS 2, as well
Payment — Group Cash-settled as the accounting for group cash-settled share-based
Share-based Payments Transactions payment transactions in the separate (or individual)

financial statements of an entity receiving the goods or
services when another group entity or shareholder has
the obligation to settle the award.

Amendments to HKFRS 5 Non-current Assets The amendments clarify that all the assets and liabilities
Held for Sale and Discontinued Operations of a subsidiary should be classified as held for sale
(as part of Improvements to HKFRSs issued when the Group is committed to a sale plan involving
in 2008) loss of control of that subsidiary, regardless of whether

the Group will retain in a non-controlling interest in the
subsidiary after the sale.

Amendments to HKAS 7 Statement of The amendments specify that only expenditures that
Cash Flows (as part of Improvements result in a recognised asset in the statement of financial
to HKFRSs issued in 2009) position can be classified as investing activities in the

statement of cash flows.
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2.

or the year ended 31 December 2010

ANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continued)

New and revised Standards and Interpretations applied with no material effects on the consolidated

financial statements (continued)
Amendments to HKAS 17 Leases

Amendments to HKAS 39 Financial
Instruments: Recognition and
Measurement — Eligible Hedged Items

HK — Int 5 Presentation of Financial
Statements — Classification
by the Borrower of a Term Loan
that Contains a Repayment
on Demand Clause

HK (IFRIC) - Int 17 Distributions of

Non-cash Assets to Owners

HK (IFRIC) — Int 18 Transfers of
Assets from Customers

Improvements to HKFRSs issued in 2009

@ CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED ¢ Annual Report 2010

The amendments clarify that classification of unexpired
leasehold should be reassessed based on information
that existed at the inception of the leases. Leasehold
land that qualifies for finance lease classification
has been reclassified from prepaid lease payment to
property, plant and equipment.

The amendments provide clarification on two aspects of
hedge accounting: identifying inflation as hedged risk or
portion and hedging with options.

HK Int 5 clarifies that term loans that include a clause that
gives the lender the unconditional right to call the loans
at any time (“repayment on demand clause”) should be
classified by the borrower as current liabilities.

The Interpretation provides guidance on the appropriate
accounting treatment when an entity distributes asses
other than cash as dividends to its shareholders.

The Interpretation addresses the accounting by recipients
for transfer of property, plant and equipment from
“customers” and concludes that whenithe items of
property, plant and eqﬂ'ip;nent transferred meets the
definition of an asset from the perspective of the -
recipient, the recipient should recognise the asset at
its fair value on the date of the transfer, with the credit
rating being recognised as revenue in accordance with
HKAS 18 Revenue. . 4

The application-of Improvements to HKFRSs iMn
2009 has not had any material effect on amounts
reported in the consolidated financial statements. »




NOTES TO THE CONSOLIDATED FINANC

For the year ended 31 December 2010

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
New and revised Standards and Interpretations in issue but not yet effective
The Group has not early applied the following new and revised Standards and Interpretations that have been
issued but are not yet effective.

HKFRSs (Amendments) Improvements to HKFRSs issued in 2010 except for the amendments to
HKFRS 7 and HKAS 12

HKFRS 1 (Amendments) Limited Exemption from Comparative HKFRS 7 Disclosures for First-time
Adopters?®

HKFRS 1 (Amendments) Severe hyperinflation and fixed dates for first-time adopters®

HKFRS 3 (Amendments) Business Combination (2008) — Improvements to HKFRSs (2010)?

HKFRS 9 (Revised) Financial Instruments”

HKAS 1 (Amendments) Presentation of Financial Statements — Improvements to HKFRSs (2010)?

HKAS 12 (Amendments) Income Taxes — Amendments?®

HKAS 24 (as revised in 2009) Related Party Disclosures?

HKAS 32 (Amendments) Classification of Rights Issues’

HK(IFRIC) — Int 13 (Amendments) Customer Loyalty Programmes — Improvements to HKFRSs (2010)?
HK(IFRIC) — Int 14 (Amendments) Prepayments of Minimum Funding Requirement?
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with Equity Instruments?®

Effective for annual periods beginning on or after 1 February 2010

Effective for annual periods beginning on or after 1 July 2010 or 1 January 2011, as appropriate
Effective for annual periods beginning on or after 1 July 2010

Effective for annual periods beginning on or after 1 January 2011

Effective for annual periods beginning on or after 1 July 2011

Effective for annual periods beginning on or after 1 January 2012

Effective for annual periods beginning on or after 1 January 2013

R R T N N N NN

HKFRS 9 Financial Instruments (as issued in November 2009) introduces new requirements for the classification
and measurement of financial assets. HKFRS 9 Financial Instruments (as revised in November 2010) adds
requirements for financial liabilities and for derecognition.

° Under HKFRS 9, all recognised financial assets that are within scope of HKAS 39 Financial Instruments:
Recognition and Measurement are subsequently measured at either amortised cost of fair value.
Specifically, debt investments that are within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows that are solely payments of principal and
interest on the principal outstanding are generally measured at amortised cost at the end of‘su.@equent
accounting periods. All other debt investments and equity investments are measurement at their fair
values at the end of subsequent accounting period. 3
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E CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2010

2.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continued)

New and revised Standards and Interpretations in issue but not yet effective (continued)

° In relation to financial liabilities, the significant change relates to financial liabilities that are designated
as at fair value through profit or loss. Specifically, under HKFRS 9, for financial liabilities that designated
as at fair value through profit or loss, the amount of change in the fair value of the financial liability that
is attributable to changes in the credit risk of that liability is presented in other comprehensive income,
unless the presentation of the effects of changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss. Changes in fair value attributable to a
financial liability’s credit risk are not subsequently reclassified to profit or loss. Previously, under HKAS 39,
the entire amount of the change in fair value of the financial liability designated as at fair value through
profit or loss was presented in profit or loss.

HKFRS 9 is effective for annual periods beginning on or after 1 January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted in the Group’s consolidated financial statements for
the annual period beginning 1 January 2013 and that the application of the new Standard may have an impact
on amounts reported in respect of the Group’s financial assets. However, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been completed.

The amendments to HKFRS 7 titled Disclosures — Transfers of Financial Assets increase the disclosure
requirements for transactions involving transfers of financial assets. These amendments are intended to provide
greater transparency around risk exposures when a financial asset is transferred but the transferor retains some
level of continuing exposure in the asset. The amendments also require disclosures where transfers of financial
assets are not evenly distributed throughout the period.

The directors do not anticipate that these amendments to HKFRS 7 will have a significant effect on the Group’s
disclosures regarding transfers of trade receivables previously effected. However, if the Group enters into other

types of transfers of financial assets in the future, disclosures regarding those transfers may be affected.

HKAS 24 Related Party Disclosures (as revised in 2009) modifies the definition of a related party and simplifies

disclosures for government-related entities.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

For the year ended 31 December 20710

2.

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

New and revised Standards and Interpretations in issue but not yet effective (continued)

The disclosure exemptions introduced in HKAS 24 (as revised in 2009) do not affect the Group because the
Group is not a government-related entity.

The amendments to HKAS 32 titled Classification of Rights Issues address the classification of certain rights
issues denominated in a foreign currency as either an equity instrument or as a financial liability. To date, the
Group has not entered into any arrangements that would fall within the scope of the amendments. However, if
the Group does enter into any rights issues within the scope of the amendments in future accounting periods,
the amendments to HKAS 32 will have an impact on the classification of those rights issues.

HK(IFRIC) — Int 19 provides guidance regarding the accounting for the extinguishment of a financial liability by
the issue of equity instruments. To date, the Group has not entered into transactions of this nature. However,
if the Group does enter into any such transactions in the future, HK(IFRIC) — Int 19 will affect the required
accounting. In particular, under HK(IFRIC) — Int 19, equity instruments issued under such arrangements will be
measured at their fair value, and difference between the carrying amount of financial liability extinguished and
the fair value of equity instruments issued will be recognised in profit or loss.

The directors of the Company anticipate that the application of the other new or revised standards,
amendments and interpretations will have no material impact on the Financial Information.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared on the historical cost basis except for certain
properties and financial instruments that are measured at revalued amounts or fair value, as explained in the
accounting policies below. Historical cost is generally based on the fair-value of the consideration given in
exchange for assets.

The principal accounting policies are set out below.

o3
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E CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2010

3. 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.

The results of subsidiaries acquired or disposal of during the year are included in the consolidated statement
of comprehensive income from the effective date of acquisition and up to the effective date of disposal, as
appropriate.

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

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein.

Allocation of total comprehensive income to non-controlling interests

Total comprehensive income and expense of a subsidiary is attributed to the owners of the Company and to
the non-controlling interests even if this results in the non-controlling interests having a deficit balance. Prior
to 1 January 2010, losses applicable to the non-controlling interests in excess of the non-controlling interests
in the subsidiary’s equity were allocated against the interests of the Group except to the extent that the non-
controlling interests had a binding obligation and were able to make an additional investment to cover the
losses.

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in
a business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to former owners of the acquiree
and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-related costs
are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair
value at the acquisition date, except that:

° deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS 12 Income Taxes and HKAS 19 Employee Benefits

respectively;

o liabilities or equity instruments related to the replacement by the Group of an acquiree’s share-based
payment awards are measured in accordance with HKFRS 2 Share-based Payment; and

o assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 5 Non-current

Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

@ CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED e Annual Report 2010
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

For the year ended 31 December 2010

SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations (continued)

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after assessment, the Group’s interest in the fair value of the acquiree’s identifiable
net assets exceeds the sum of the consideration transferred, the amount of any non-controlling interests in
the acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests may be initially measured either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s identifiable net assets. The choice of measurement basis
is made on a transaction-by-transaction basis.

Where the consideration the Group transfers in a business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent consideration is measured at its acquisition-
date fair value and considered as part of the consideration transferred in a business combination. Changes
in the fair value of the contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments being made against goodwill or gain on bargain purchase.
Measurement period adjustments are adjustments that arise from additional information obtained during the
measurement period about facts and circumstances that existed as of the acquisition date. Measurement
period does not exceed one year from the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify
as measurement period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance with HKAS 39, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the corresponding gain or loss being recognised in profit
or loss.

Where a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree

is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains control) and the

. . . . . . . 1""‘--\__
resulting gain or loss, if any, is recognised in profit or loss.

Changes in the value of the previously held equity interest recognised in other comprehensive Theome and
accumulated in equity before the acquisition date are reclassified to.profit or loss when the Group obtains
control over the acquiree. F
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ED FINANCIAL STATEMENTS

For the year ended 31 December 2010

SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less accumulated impairment losses, if any,
and is presented separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units
expected to benefit from the synergies of the combination. A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more frequently when there is indication that the unit may be
impaired. If the recoverable amount of the cash-generating unit is less that its carrying amount, the impairment
loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other
assets of the unit on a pro-rata basis based on the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit or loss in the consolidated statement of comprehensive income.
An impairment loss recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s statement of financial position at cost less any
identified impairment losses. The results of subsidiaries are accounted for by the Company on the basis of
dividends received and receivable.

Jointly controlled entities
Joint venture arrangements that involve the establishment of a separate entity in which venturers have joint
control over the economic activity of the entity are referred to as jointly controlled entities.

The Group recognised its interests in jointly controlled entities using proportionate consolidation. The Group’s
share of each of the assets, liabilities, income and expenses of the jointly controlled entities are combined with
the Group’s similar line items, line by line, in the consolidated financial statements. y

Any goodwill arising on the acquisition of the Group’s interest in a jointly controlled entity is accounted for in
accordance with the Group’s accounting policy for goodwill arising on the acquisition of a business or a jointly
controlled entity.

—
Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and contingent liabilities
over the cost of acquisition, after reassessment, is recognised immediately in profit or loss. \

When a group entity transacts with a jointly controlled entity of the Group, profits or losses are eliminated to the
extent of the Group’s interest in the jointly controlled entity.
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For the year ended 31 December 20710

SIGNIFICANT ACCOUNTING POLICIES (continued)

Non-current assets held for sale

Non-current assets and disposal group are classified as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through continuing use. This condition is regarded as met only
when the sale is highly probable and the asset or disposal group is available for immediate sale in its present
condition.

Non-current assets and disposal groups classified as held for sale are measured at the lower of their previous
carrying amount and fair value less costs to sell.

Property, plant and equipment
Property, plant and equipment other than land and buildings are stated at cost less depreciation and
accumulated impairment losses.

Leasehold buildings are stated in the consolidated statement of financial position at their revalued amount,
being the fair value at the date of revaluation less any subsequent accumulated depreciation and any
subsequent impairment losses. Revaluations are performed with sufficient regularity such that the carrying
amount does not differ materially from that which would be determined using fair values at the balance sheet
date.

Any revaluation increase arising on revaluation of buildings is credited to the revaluation reserve, except to the
extent that it reverses a revaluation decrease of the same asset previously recognised as an expense, in which
case the increase is credited to the consolidated statement of comprehensive income to the extent of the
decrease previously charged. A decrease in net carrying amount arising on revaluation of an asset is dealt with
as an expense to the extent that it exceeds the balance, if any, on the revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or retirement of a revalued asset, the attributable revaluation
surplus is transferred to retained profits.

Construction in progress includes property, plant and equipment in the course of construction for production
or for its own use purposes. Construction in progress is carried at cost less any recognised impairmeﬁt_-loss.
Construction in progress is classified to the appropriate category 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.
“-..‘q‘-
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Depreciation is provided to write off the cost or valuation of items of property, plant and equipment over
their estimated useful lives and after taking into account their estimated residual value, using the straight-line
method, at the following rates per annum:

Leasehold buildings 5%
Leasehold improvements 33% to 50%
Moulds 33%
Plant and machinery 3% to 20%
Furniture, fixtures and equipment 20%
Computer equipment 33%
Motor vehicles 10% to 33%

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 derecognition of the
asset (calculated as the difference between the sales proceeds and the carrying amount of the item) is included
in the consolidated statement of comprehensive income in the year in which the item is derecognised.

Leasehold land and buildings under development for future owner-occupied purpose

When the leasehold land and buildings are in the course of development for production or for administrative
purposes, the leasehold land component is classified as a prepaid lease payment and amortised over a
straight-line basis over the lease term. During the construction period, the amortisation charge provided for
the leasehold land is included as part of costs of buildings under construction. Buildings under construction
are carried at cost, less any identified impairment losses. Depreciation of buildings commences when they are
available for use.

Mining rights b/ Y

Mining rights acquired separately are initially measured at cost. Mining rlghts are reclassn‘led from exploratlon
and evaluation assets at carrying amount when the technical feasibility and. commercial viability of ext:rgctlng
mineral resources are demonstrable. Mining rights with finite useful lives are carried at costs less accumulated
amortization and any identified impairment loss. Amortisation for min'.i'hg rights with finite useful lives is provided

using the unit of production method based on the actual production volume over the estimated total proved and.
"-H\ ..‘:-;:.

probable reserves of the ores mines.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost on initial recognition. Subsequent to initial recognition,
exploration and evaluation assets are stated at cost less any accumulated impairment losses. Exploration
and evaluation assets include the cost of mining and exploration rights and the expenditures incurred in the
search for mineral resources as well as the determination of the technical feasibility and commercial viability
of extracting those resources. When the technical feasibility and commercial viability of extracting mineral
resources become demonstrable, previously recognised exploration and evaluation assets are reclassified as
either intangible assets or other fixed assets. Theses assets are assessed for impairment before reclassification.

Impairment of exploration and evaluation assets

The carrying amounts of the exploration and evaluation assets are reviewed annually and adjusted for
impairment in accordance with HKAS 36 Impairment of Assets whenever one of the following events or changes
in circumstances indicate that the carrying amount may not be recoverable (the list is not exhaustive):

o the period for which the Group has the right to explore in the specific area has expired during the period
or will expire in the near future, and is not expected to be renewed;

o substantive expenditure on further exploration for and evaluation of mineral resources in the specific area
is neither budgeted nor planned;

o exploration for and evaluation of mineral resources in the specific area have not led to the discovery
of commercially viable quantities of mineral resources and the Group has decided to discontinue such
activities in the specific area; or

o sufficient data exist to indicate that, although a development in the specific area is likely to proceed, the
carrying amount of the exploration and evaluation asset is unlikely to be recovered in full from successful
development or by sale.

b
% |
|

&
An impairment loss is recognised in the consolidated statement of comprehensive income whene\4'<'a'r the
carrying amount of an asset exceeds its recoverable amount. g
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Intangible assets
Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their
estimated useful lives. The estimated useful life and amortisation method are reviewed at end of each reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis. Intangible assets
with indefinite useful lives that are acquired separately are carried at cost less accumulated impairment losses.

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

An internally-generated intangible asset arising from development (or from the development phase of an internal
project) is recognised if, and only if, all of the following have been demonstrated:

the technical feasibility of completing the intangible asset so that it will be available for use or sale;
o the intention to complete the intangible assets and use or sell it;

o the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future economic benefits;

o the availability of adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset; and

o the ability to measure reliably the expenditure attributable to the intangible asset during its development.

The amount initially recognised for internally-generated intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria Iistéa above. Where no internally-
generated intangible asset can be recognised, development expenditure is recognised in profit or loss in the
period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated.

amortisation and accumulated impairment losses, on the same basis as in?a%ible assets that are acquired

Derecognition of intangible assets
An intangible asset is derecognised on disposal, or when no future economic benefits are expected from Use

separately.

&

or disposal. Gains and losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss when
the assets is derecognised. :
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For the year ended 31 December 20710

SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is calculated using the weighted
average method.

Impairment losses on tangible and intangible assets (excluding goodwill and exploration and evaluation
assets)

At the end of the reporting period, the Group reviews the carrying amounts of its tangible and intangible
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. In addition, intangible assets with indefinite useful lives and intangible assets not
yet available for use are tested for impairment annually, and whenever there is an indication that they may be
impaired.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately,
unless the relevant asset is carried at a revalued amount under another standard, in which case the impairment
loss is treated as revaluation decrease under that standard.

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 in prior years.
A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried
at a revalued amount under another standard, in which case the reversal of the impairment loss is treated as a
revaluation increase under that standard.

Foreign currency

In preparing the financial statements of each individual group entity, transactions in currencies other than the
functional currency of that entity are recorded in the respective functional ourrehcy at the rates of exchanges
prevailing on the dates of the transactions. At the end of reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that date.. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency

are not retranslated. ST

NG
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency (continued)

Exchange differences on monetary items are recognised in profit or loss in the period in which they arise except
for:

° exchange differences on foreign currency borrowings relating to assets under construction for future
productive use, which are included in the cost of those assets when they are regarded as an adjustment
to interest costs on those foreign currency borrowings;

o exchange differences on transactions entered into in order to hedge certain foreign currency risk; and

° exchange differences on monetary items receivable from or payable to foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the foreign
operation), which are recognised initially in other comprehensive income and reclassified form equity to
profit or loss on repayment of the monetary items.

For the purposes of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation currency of the Group (i.e. Hong Kong dollars) using
exchange rates prevailing at the end of each reporting period. Income and expense items are translated at the
average exchange rates for the period, unless exchange rates fluctuate significantly during that period, in which
case the exchange rates at the dates of transactions are used.

From 1 January 2010 onwards, on the disposal of a foreign operation (i.e. disposal of the Group’s entire interest
in a foreign operation or a disposal involving loss of joint control over a jointly controlled entity that includes a
foreign operation), all of the exchange difference accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit or loss. In addition, in relation to a partial disposal that
does not result in the Group losing control over a subsidiary that includes a foreign operation, the proportionate
share of accumulated exchange differences are re-attributed to non-controlling interests and are not recognised
in profit or loss. For all other partial disposal (i.e. partial disposals of associates or jointly controlled entities
that do not result in the Group losing significant influences or joint control), the proportionate share of the
accumulated exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired arising on the acquisition of a foreign.
operation are treated as assets and liabilities of the foreign operation and taﬁsla’[ed at the rate of exchange
prevailing at the end of each reporting period. Exchange differences arising are recognised in the foreign

currency translation reserve. \
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when 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 as an expense in the period in which they are incurred.

Financial instruments

Financial assets and financial liabilities are recognised 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 (other than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the four categories, including financial assets at fair value
through profit or loss (“FVTPL”), loans and receivables, held-to-maturity investments and available-for-sale
financial assets. 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 on points 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.
T—

Income is recognised on an effective interest basis for debt instruments other than those financial assets
designed as at FVTPL, of which interest income is included in net gains or losses. \




ended 31 December 2010

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets at FVTPL
Financial assets at FVTPL has two subcategories, including financial assets held for trading and those
designated at FVTPL on initial recognition.

A financial asset is classified as held for trading if:
° It has been acquired principally for the purpose of selling in the near future; or

o on initial recognition it is a part of an identified portfolio of financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

° It is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial
recognition if:

o such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

o the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the Group’s documented risk
management or investment strategy, and information about the grouping is provided internally on that
basis; or

° it forms part of a contract containing one or more embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as at FVTPL. '

“-‘ | l g/ : X

| | 4

Financial assets at FVTPL are stated at fair value, with any gains or Iosses:‘arising on remeasurement rec'oa'wised
in profit or loss. The net gain or loss recognised in profit or loss ex%s éﬁy dividend or interest earned on the
financial assets. ~_ /
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (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. Loans and receivables (including trade and other receivables) are carried at
amortised cost using the effective interest method, less any identified impairment losses.

Available-for-sale financial assets

Available-for-sale (“AFS”) financial assets are non-derivatives that are either designated or not classified as
financial assets at FVTPL, loans and receivables or held-to-maturity investments. The Group designated
unlisted equity securities investments as AFS financial assets.

Available-for-sale financial assets are measured at fair value at the end of the reporting period. Changes in
fair value are recognised in other comprehensive income and accumulated under the heading of investments
revaluation reserve until the financial asset is disposed of or determined to be impaired, at which time, the
cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified to profit or
loss (see accounting policy in respect of impairment loss on financial assets below).

Available-for-sale equity investments that do not have a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives that are linked to and must be settled by delivery of such
unquoted equity instruments, they are measured at cost less any identified impairment losses at the end of the
reporting period (see accounting policy in respect of impairment loss on financial assets below).

Impairment of financial assets

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

For an AFS equity investment, a significant or prolonged decline in the fair value of the security below its cost is
considered to be objective evidence of impairment. :

For all other financial assets, objective evidence of impairment could include:
"'-;_,_‘__

° significant financial difficulty of the issuer or counterparty; or
° 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; or

o the disappearance of an active market for that financial asset because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Impairment of financial assets (continued)

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are assessed for impairment on a collective basis. Object evidence of impairment for a
portfolio of receivables could include the Group’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period of 60 days, observable changes in
national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss 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

For financial assets carried at cost, the amount of the impairment loss is measured as the difference between
the assets carrying amount and the present value of the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such impairment loss will not be reversed in subsequent
periods.

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

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed
through profit or loss in subsequent periods. Any increase in fair value subsequent to impairment loss is
recognized in other comprehensive income and accumulated under the heading of investment reserve. In
respect to of AFS debt investments, impairment losses are subsequently reve}?e“d if an increase in the fair value
of the investment can be objectively related to an event occurring after the recognition of the impairment loss.

™~
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity instruments

Debt 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.

An equity instrument is any contract that evidences a residual interest in the assets of the group after deducting
all of its liabilities. The Group’s financial liabilities are generally classified into financial liabilities at FVTPL and
other financial liabilities.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument 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 on points paid or received that form an integral part of the
effective rate, transaction costs and other premiums 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 other than financial liabilities classified as at FVTPL,
of which interest expense is included in net gains and losses.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL on initial recognition.

A financial liability is classified as held for trading if:

° it has been acquired principally for the purpose of repurchasing it in the near term; or%

= \ '] d %
| . )
° on initial recognition it is a part of a portfolio of an identified financialinstruments that the Group rﬁ%ages

together and has a recent actual pattern of short-term profit—t?é@g; or y

° it is a derivative that is not designated and effective as a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities at FVTPL (continued)

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial
recognition if:

° such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

° the financial liability forms part of a group of financial assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Group’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

° it forms part of a contract containing one or more embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designed as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss includes any interest paid on the
financial liabilities.

Other financial liabilities
Other financial liabilities including trade and other payables, bank borrowings and obligations under finance

leases are subsequently measured at amortised cost, using the effective interest rate method.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Convertible bonds

Convertible bonds issued by the Company that contain both the liability and conversion option components
are classified separately into respective items on initial recognition. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial asset for a fixed number of the Company’s own equity
instruments is an equity instruments.

On initial recognition, the fair value of the liability component is determined using the prevailing market interest
rate of similar non-convertible debts. The difference between the gross proceeds of the issue of the convertible
bonds and the fair value assigned to the liability component, representing the conversion option for the holder
to convert the bonds into equity, is included in equity (convertible bonds equity reserve).

At the end of the reporting period, the liability component of the convertible bonds is carried at amortised cost
using the effective interest method. The conversion option classified as equity will remain in the convertible
bonds equity reserve until the conversion option is exercised, in which case, the balance stated in the
convertible bonds equity reserve will be transferred to share premium. Where the conversion option remains
unexercised at the maturity date, the balance stated in the convertible loan notes equity reserve will be released
to retained profits. No gain or loss is recognised in profit or loss upon conversion or expiration of the conversion
option.

Transaction costs that relate to the issue of the convertible bonds are allocated to the liability and equity
components in proportion to the allocation of the gross proceeds. Transaction costs relating to the equity
component are recognised directly in equity. Transaction costs relating to the liability component are included in
the carrying amount of the liability component and are amortised over the lives of the convertible bonds using
the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds re_ceiv ' net'llof direct issue co%s.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with
the original or modified terms of a debt instrument. A financial guarantee contract issued by the Group and not
designated as at FVTPL is recognised initially at its fair value less transaction costs that are directly attributable
to the issue of the financial guarantee contract. At the end of reporting period, the Group measures the
financial guarantee contact at the higher of: (i) the amount of the obligation under the contract, as determined
in accordance with HKAS 37; and (iij the amount initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS 18.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire or, the financial
assets are transferred and the Company has transferred substantially all the risks and rewards of ownership of
the financial assets. On derecognition of a financial asset, 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 directly in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is 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.

Revenue recognition
Revenue from the sale of goods is recognised on the transfer of risks and rewards of ownership, which
generally coincides with the time when goods are delivered to customers and the title has passed.

Revenue from sales of automobile stamping and welding parts and related accessories are recognised when
automobile stamping and welding parts and related accessories are delivered, used and confirmed by the
customers.

Revenue from the provision of healthcare information technology-services is recognised when goods and

services are delivered and provided and determined based on the stage of completion.
To—

Interest income is recognised on a time proportion basis, taking into.account the principal amounts outstanding
and the interest rates applicable. \

Refund of value added tax is recognised on receipt of government approval of refund. o
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Government grants

Government grants are recognised as other income over the periods necessary to match them with the costs
for which they are intended to compensate, on a systemic basis. Government grants that are receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate financial support
to the Group with no future related costs are recognised in profit or loss in the period in which they become
receivable.

Retirement benefit costs

The Group operates a defined contribution Mandatory Provident Fund retirement benefits scheme under the
Mandatory Provident Fund Schemes Ordinance (the “MPF Scheme”), for all those employees who are eligible
to participate in the MPF Scheme. Contributions are made based on a percentage of the employees’ basic
salaries and are charged to the income statement as they become payable in accordance with the rules of the
MPF Scheme. The assets of the MPF Scheme are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with the employees when contributed into the
MPF Scheme.

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 income statement 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 substantially enacted by the balance
sheet date.

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

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

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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 realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period. 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.

Current or deferred tax for the year is recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and deferred tax is
also recognised in other comprehensive income or directly in equity respectively. Where current tax or deferred
tax arises from the initial accounting for a business combination, the tax effect is included in the accounting for
the business combination.

Share-based payment transactions

Share options granted to employees in equity-settled share-based payment transaction

For grants of share options that are conditional upon satisfying specified vesting conditions, the fair value of
services received is determined by reference to the fair value of share options granted at the grant date and is
expensed on a straight-line basis over the vesting period, with a corresponding increase in equity (share options
reserve). 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, if any, is recognised in profit or
loss such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to share
options reserve.

For share options that are vested at the date of grant, the fair value of the share options granted is expensed
immediately to profit or loss.

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 earnings.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Leases

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 lessor
Rental income from operating leases is recognised in the consolidated statement of comprehensive income on
a straight-line basis over the term of the relevant lease.

The Group as lessee

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of minimum lease payments. The corresponding liability to
the lessor is included in the statement of financial position as a finance lease obligation.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. Benefits
received and receivable as an incentive to enter into an operating lease are recognised as a reduction of rental
expense.

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

An internally generated intangible asset arising from development expenditure is recognised only if it is
anticipated that the development costs incurred on a clearly defined project will be recovered through future
commercial activity. The resultant asset is amortised on a straight-line basis over its useful life when the asset is
available for use.

The amount initially recognised for internally generated intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria. Where no internally generated
intangible asset can be recognised, development expenditure is recognised as an expense in the period in
which it is incurred. :

Subsequent to initial recognition, internally generated intangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses, on the same basis as intanaB‘re assets acquired separately.

Cash and cash equivalents

Cash and cash equivalents represent cash at bank and on hand, time deposits with banks and other financial
institutions, and short-term liquid investments which are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value, having been within three months of maturity at acquisition.
For the purpose of the consolidated cash flow statement, bank overdrafts and bank loans, if any, which are
repayable on demand and form an integral part of an enterprise’s cash managements are also included as
component of cash and cash equivalents.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The following 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.

(A)

(B)

€

(D)

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use calculation requires management to estimate
the future cash flows expected to arise from the cash-generating units and a suitable discount rate in
order to calculate present value.

The carrying amount of goodwill as at 31 December 2010 was HK$488 million (2009: HK$488 million)
which recognised from business combinations occurring in year 2009.

Depreciation and amortisation

The Group depreciates the property, plant and equipment over their estimated useful lives and after taking
into account of their estimated residual values, using the straight line method. The estimated useful lives
reflect the directors’ estimate of the periods that the Group intends to derive future economic benefits
from the use of the Group’s property, plant and equipment. The residual values reflect the directors’
estimated amount that the Group would currently obtain from disposal of the assets, after deducting the
estimated costs of disposal, if the assets were already of the age and in the condition expected at the end
of its useful life.

Impairment on inventories

The management of the Group reviews an aging analysis at each balance sheet date, and identified
obsolete and slow-moving inventory items that are no longer suitable for use in production. The
management estimates the net realizable value for such finished goods and work-in-progress based
primarily on the latest invoice prices and current market conditions. The Group carries out and inventory
review on a product-by-product basis at each balance sheet date and provide impairment on obsolete
items.

Impairment on trade receivables

The policy for impairment on trade receivables of the Group is based on the evaluation of collectability and
aging analysis of accounts on management’s judgment. A considerable amount of judgment is required in
assessing the ultimate realisation of these receivables, including the current creditworthiness and the past
collection history of each customer. If the financial conditions of customers of the Group had deteriorate,
resulting in an impairment of their ability to make payments, additional impairment may be required.

Syeration
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION

UNCERTAINTY (continued)

(E) Mining rights, mining structures and exploration and evaluation assets
Mining rights and mining structures are amortised or depreciated using the unit of production method
based on the actual production volume over the estimated total proved and probable reserves of the
mines.

Exploration and evaluation asset are assessed for impairment when facts and circumstances suggest the
carrying amount may exceed its recoverable amount. The recoverable amount calculation requires the
Group to estimate total proved and probable reserves of the ore mines.

The process of estimating quantities of reserves is inherently uncertain and complex. It requires significant
judgments and decisions based on available geological, geophysical, engineering and economic data.
These estimates may change substantially as additional data from ongoing development activities and
production performance becomes available and as economic conditions impacting mineral prices and
costs change. Reserve estimates are based on current production forecasts, prices and economic
conditions. The directors exercise their judgements in estimating the total proved and probable reserves
of the ore mines. If the quantities of reserves are different from current estimates, it will result in significant
changes to amortisation and depreciation expenses of mining rights and mining structures and affect the
recoverable amount of exploration and evaluation assets, which a material impairment loss may arise.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s major financial instruments include borrowings, trade and other receivables, bank balances, and
trade and other payables. Details of these financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies 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.

Foreign currency risk management

The Group has foreign currency income, which expose the Group to foreign currency risk. The Group currently
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.

The carrying amounts of the Group’s major foreign currency denominated monetary assets and monetary
liabilities at the reporting date are as follows:

Assets Liabilities Assets Liabilities

2010 2010 2009 2009

HK$’000 HK$’000 HKS$' 000 HK$°000

Renminbi (“RMB”) 418,063 133,803 41,185 21,769

Annual Report 2010 ¢ CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED @

- AT o E 5 F
- e, BN T et ARSI R R L el e SR | - oy o T e "




ear ended 31 December 2010

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Sensitivity analysis (continued)

The Group is mainly exposed to the effects of fluctuation in RMB. For the foreign currency risk of the Group’s
financial assets, the exposure is mainly in HKD against RMB.

The following table shows the sensitivity analysis of a 5% increase/decrease in RMB against the Hong Kong
dollars, the effect in the profit (loss) for the year is as follows:

Impact of RMB Impact of RMB

2010 2009
HK$’000 HK$'000
Increase/decrease in profit (loss) for the year 14,213 971

Interest rate risk management
The Group’s variable interest bearing bank deposits are exposed to interest rate risk which is considered to be
minimal.

The Group currently does not use any interest rate swaps to hedge its exposure to interest rate risk. However,
the Group will consider hedging significant interest rate exposure should the need arise.

Sensitivity analysis

The sensitivity analysis below have been determined based on the exposure to interest rates for of non-
derivative instrument at the balance sheet date. For non-bank borrowings, the analysis is prepared assuming
the amount of liability outstanding at the balance sheet date was outstanding for the whole year. A 100 basis
point increase or decrease is used which represents management’s assessment of the possible change in

interest rates. 1 %
4 Li"‘

1 .

If interest rates have been 100 basis points higher/lower and all other variables were held constént, the (ﬁ)up’s
profit for the year ended 31 December 2010 would increase/decrease by QK$1 ,518,000 (2009: HK$1,2

,000)
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Credit risk management

The Group’s maximum exposure to credit risk in the event of the counterparties failure to perform their
obligations as at 31 December 2010 in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet. In order to minimise the credit risk, the
management of the Group has delegated a team responsible for determination of credit limits, credit approvals
and other monitoring procedures to ensure that follow-up action is taken to recover overdue debts. In addition,
the Group reviews regularly the recoverable amount of each individual trade debt to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard, the management considers that the
Group’s credit risk is significantly reduced.

The credit quality of the customers is assessed based on their financial positions, past experience and
other factors. The Group has policies in place to ensure that sales of products are made to customers with
appropriate credit histories.

Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of directors, which has built
an appropriate liquidity risk management framework for the Group’s funding and liquidity management
requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, carrying out fund raising
activities and matching the maturity profiles of financial assets and liabilities. The maturity profile of the Group’s
financial liabilities at the balance sheet date is based on contractual undiscounted payments are summarised
below:

2010

Within 1 year 2-5 years Total

HK$’000 HK$’000 HK$’000

Trade payables 76,846 - 76,846
Accruals and other payables 33,202 - 33,202
Deposit received 35,371 - 35,371
Amount due to related companies 14,010 - 14,010
Convertible bonds - 191,767 191,767

159,429 191,767 351,196

o3
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk management (continued)

2009
Within 1 year 2-5 years Total
HK$’000 HK$ 000 HK$'000
Trade payables 313 - 313
Accruals and other payables 34,384 - 34,384
Amount due to related companies 13,708 - 13,708
Convertible bonds - 204,959 204,959
48,405 204,959 253,364

Market price risk management

The Group’s investments in equity listed in Hong Kong. Decisions to buy or sell trading securities are based on
daily monitoring of the performance of individual securities compared to that of the relevant stock market index
and other industry indicators, as well as the Group’s liquidity needs. To manage its price risk arising from the
equity securities, the Group maintains a portfolio of diversified investments in terms of industry distribution such
as investment holding and mineral industry sectors. Temporarily, the Group management has monitored price
risk and will consider hedging of the risk if necessary.

Sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to equity price risk at the reporting
date. For sensitivity analysis purpose, the sensitivity rate is increased to 15% in the current year as a result of
the volatile financial market.

If listed equity prices had been 15% higher/lower (2009: 15% higher/lower), Ioss.l for :i%:year ended 31
December 2010 would increase/decrease by HK$1,464,000 (2009: HK$2_,198,540). This is mainly due} the
changes in fair value of financial assets at fair value through profit or Ioss.\; 4

i
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Fair values

As at 31 December 2010, the carrying amount of cash and cash equivalents, prepayments, deposits and
other receivables, accrued liabilities and other payables approximated their fair values due to the short-term
maturities of these assets and liabilities. The Group considers that financial assets at fair value through profit

or loss are included in the consolidated statement of financial position at amounts approximating to their fair

values.

Fair values on financial instruments

(M)

Financial instruments carried at fair value

The following table presents the carrying value of financial instruments measured at fair value at
31 December 2010 across the three levels of the fair value hierarchy defined in HKFRS 7 Financial
Instruments: Disclosures, with the fair value of each financial instrument categorised in its entirely based
on the lowest level of input that is significant to that fair value measurement. The levels are defined as
follows:—

- Level 1 (highest level): fair values measured using quoted prices (unadjusted) in active markets for
identical financial instruments.

- Level 2: fair values measured using quoted prices in active markets for similar financial instruments,
or using valuation techniques in which all significant inputs are directly or indirectly based on

observable market data.

- Level 3 (lowest level): fair value measured using valuation techniques in which any significant input is
not based on observable market data.

At 31 December 2010, the Group had following financial instruments carried at fair value all of which are

based on the Level 1 of the fair value hierarchy:— = b -'_a.,
y ' B
2010 .;..52009
B HK$’000 HK$'000
Assets y
Level 1: Financial assets held for trading — Listed 2 9,762 14",65%"
At 31 December 2010, financial assets held for trading are carried at fair value. \

ja,
During the year ended 31 December 2010, there were no sgmﬂcant transfers between financial

instruments in Level 1 and Level 2.

&

Rk

R



INANCIAL STATEMENTS

For the year ended 31 December 2010

@ CHINA PUBLIC HEALTHCARE (HOLDING) LIMITED ¢ Annual Report 2010

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Fair values on financial instruments (continued)

(i)  Fair values of financial instruments carried at other than fair value
The carrying amounts of the Group’s available for sale investments are carried at cost less accumulated
impairments were not materially different from their fair values as at 31 December 2010.

(iii)  The fair values of financial assets and financial liabilities are determined as follows:-
- the fair values of financial assets with standard terms and conditions and traded on active liquid
markets are determined with reference to quoted active bid prices and ask prices respectively; and

- the fair values of other 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.

Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for equity holders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to equity holders, return capital to equity holders, issue new
shares or sell assets to reduce debt.

During the year, the Group’s strategy was unchanged from year 2009. The Group monitors capital on the basis
of the gearing ratio. This ratio is calculated as total borrowing divided by total assets.

The management considers the gearing ratio at the year end was as follows:

2010 2009

HK$’000 HK$'000

Convertible bonds (note 31) 191,767 204,958
Total debts 191,767 204,958
Total assets 1,266,705 1,204,681
Total debts to total assets ratio P 0.15 \ (0} 174

The decrease in the gearing ratio during the year resulted primarily from part of convertible bonds have been
converted to ordinary shares during the year.
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6.

TURNOVER AND OTHER REVENUE

The Group is principally engaged in provision of health information technology (“HIT”) services, mining of mineral

resources and sales of radio trunking systems integration. Revenue recognised is as follows:

2010 2009
HK$’000 HK$'000
Continuing operations
Provision of HIT Services:
Electronic Medical Records System (“EMR”) 263,598 1,769
Regional Public Health Medical System 109,527 -
Hospital Pre-evaluation Service 15,253 -
388,378 1,769
Mining - -
Sales of radio trunking systems integration - 138,576
388,378 15,345
Other revenue
Interest income 381 56
Dividend income - 103
Government grants - 455
Refund of value added tax (Note a) 588 68
Exchange gain - 6
Written off of trade payable - 2,951
Others 421 i 455
) ‘_
1,390 - },094
-
Total revenue & 389,768 19,439

Note a: — ~—

Shui [2009] No. 148 and [2006] No. 102 respectively, the Circular of the State Administration of Taxation of Ching,*L
{

&7

The VAT refunded for the years ended 31 December 2010 and 2009 represented reffj#c‘ﬁr net VAT to certain PRC subsidiaries pursuant to Cai

)
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7. SEGMENT INFORMATION

Application of HKFRS 8 Operating Segments

The Group has adopted HKFRS 8 Operating Segments with effect from 1 January 2009. HKFRS 8 is a
disclosure Standard that 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 for the purposes
of allocating resources to segments and assessing their performance. In contrast, the predecessor Standard
(HKAS 14 Segment Reporting) required an entity to identify two sets of segments (business and geographical),
using a risks and returns approach. In the past, the Group’s primary reporting segment was business
segments. The adoption of HKFRS 8 has not resulted in a redesignation of the Group’s reportable segments as
compared with the primary reportable segments determined in accordance with HKAS 14.

Automobile stamping and welding parts business operation was disposed during the year were reported as
separate business segment under HKAS 14. The segment information reported as the following does not
include any amounts for this discontinued operation, which are described in more detail in note 10.

Segment revenues and results
The following is analysis of the Group’s revenues and results by reportable segments:

Segment revenue Segment profit/(loss)
2010 2009 2010 2009
HK$’000 HK$ 000 HK$’000 HK$'000
Provision of HIT Services 390,578 1,769 228,983 (1,222)
Mining of mineral resources - - (39,722) (320,049)
Sales of radio trunking
systems integration - 18,576 (120) (16,822)
390,578 15,345 189,141 (338,093)
Less: Intra-group sales (2,200) -
Total for continuing
operations 388,378 15,345
Investment and other
income 1,014 8,627
Impairment loss on AFS
investment (9,000) » -
Equity-settled share-based
payments (27,091) -
Central administration costs (17,283) (16,049)
Finance costs (6,729) (12,138)
Profit (loss) before tax
(continuing operation) 130,052 (357,653)
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7. SEGMENT INFORMATION (continued)

Revenue reported above represents revenue generated from external customers. There were inter-segment
sales of HK$2,200,000 in the year (2009: Nil).

Segments profit/(loss) represents profit earned or loss incurred by each segment without allocation of central
administration costs including director’s salaries, other income and finance costs. This is measure reported
to the chief operation decision maker for the purposes of resource allocation and assessment of segment
performance.

Segment assets and liabilities

2010 2009
HK$’000 HK$'000
Segment assets
Provision of HIT Services 536,937 34,514
Mining of mineral resources 204,437 235,080
Radio trunking systems integration 24,599 13,329
Total segment assets 765,973 282,923
Assets relating to automobile stamping and welding parts
(now discontinued) - 276,531
Unallocated assets 500,732 645,227
Consolidated assets 1,266,705 1,204,681
Segment liabilities ’b _
Provision of HIT Services 121,609 g 14,243
Mining of mineral resources 9,603 ‘ 5,068
Radio trunking systems integration e 4,071 18,717
Total segment liabilities 135,283 28,02%:
Liabilities relating to automobile stamping and welding parts = o
(now discontinued) f - . 223','73]_

Unallocated liabilities

216,056 225,479 '
—

Consolidated liabilities 351,339 477,244

e

-
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7. SEGMENT INFORMATION (continued)

For the purposes of monitoring segment performance and allocating resources between segments:

- all assets are allocated to reportable segments other than available-for-sale investments, financial assets
held for trading and goodwill; and

- liabilities for which segments are jointly liable are allocated in proportion to segment assets.

No geographical segment information is presented as secondary segment information as substantially all the
Group’s turnover and contribution to operating results were carried out in the PRC.

Information about major customers

Included in revenues arising from sales of healthcare system of HK$388.4 million (2009: HK$1.8 million) are
revenues of approximately HK$141.1 million (2009: HK$Nil) which arose from sales to the Group’s largest
two customers (provision of HIT Services segment). No other single customer contributed 10% or more to the
Group’s revenue for both 2010 and 2009.

8. FINANCE COSTS

2010 2009
HK$’000 HK$'000
Continuing operations
Interest on borrowings wholly repayable within five years:
Interest expenses on bank loans and other borrowings - 222
Imputed interest on convertible bonds 6,729 12,063
6,729 12,285

9 INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been made as the Group has no assessable profits in Hong
Kong for the year ended 31 December 2010 (2009: HK$143,000). PRC enterprises income tax is computed
according to the relevant laws and regulations in the PRC. The applicable PRC enterprises income tax rate is
25% (2009: 25%). Pursuant to relevant laws and regulations in PRC, certain subsidiaries designated as a newly
established software enterprise which entitled to two years’ exemption from corporate income tax and three to

five years are entitled to 50% tax reduction. —~—
2010 2009
HK$’000 '“'~J;[_K$ ‘000
-
Continuing operations 3
Hong Kong profits tax (Note (a)) - 143
- 143
Note:

(a) Hong Kong Profits Tax is calculated at 16.5% (2009: 16.5%) of the estimated assessable profit for both years.
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9 INCOME TAX EXPENSE (continued)
(@)  The tax charge for the year can be reconciled to the profit (loss) before tax per the consolidated statement
of comprehensive income as follows:

2010 2009
HK$’000 HK$'000
Continuing operations

Profit (loss) before tax 130,052 (357,653)
Tax at the applicable tax rate of 16.5% (2009: 16.5%) 21,459 (59,013)
Tax effect of expenses not deductible for tax purpose 32,620 65,783
Tax effect of income not taxable for tax purpose (75,644) (5,327)

Effect of different tax rates of subsidiaries operating
in other jurisdiction 19,766 (3,056)
Tax effect on temporary differences not recognised 111 245
Utilisation of tax losses previously not recognised - (878)
Tax effect of unused tax losses not recognised 1,688 2,389
Tax charge for the year - 143

(b)  No provision for deferred tax liabilities has been made in the financial statements as the tax effect of the
temporary difference is immaterial to the Group.

Deferred tax assets are not recognised for tax losses carry forward due to uncertainty of realisation
of the related tax benefit through the future taxable profits. The Group has unrecognised tax losses of
approximately HK$49,530,000 (2009: HK$39,299,000).

10. DISCONTINUED OPERATIONS

Disposal of the automobile stamping and welding parts business

On 26 February 2010, the Group entered into a sale agreement to-disposal South Jinkang Automobile Parts
and Components Company Limited (“South Jinkang”), which carried out all the Group’s automobile stamping
and welding parts operations. The disposal of the automobile stamping Ha?d welding parts operations is
consistent with the Group’s long-term policy to focus its activities in the sales and maintenance of healthcare
system operation. The disposal was completed on 31 August 2010, on which date control of th%&gﬂobile
stamping and welding parts operations passed to the acquirer. Details.of the assets and liabilities disposed of,
and the calculation of the profit or loss on disposal, are disclosed in note 41. »
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10. DISCONTINUED OPERATIONS (continued)
Analysis of profit for the period/year from discontinued operations
The results of the discontinued operations included in the consolidated statement of comprehensive income are
set out below.

2010 2009
HK$’000 HK$'000
Profit for the period/year from discontinued operations
Turnover 401,092 450,931
Cost of sales and services (416,809) (438,913)
Gross (loss) profit (15,717) 12,018
Other revenue 20,558 18,590
Expenses (9,782) (26,006)
Attributable income tax expenses (2,563) (1,529)
(7,504) 3,073
Gain on disposal of a joint venture (including reclassification of
foreign currency translation reserve from equity to profit or loss on
disposal of the operation (note 41)) 14,182 -
Profit for the period/year from discontinued operations
attributable to the shareholders of the Company 6,678 3,073
Profit for the period/year from discontinued operation
include the following:
Auditor’s remuneration 109 89
Depreciation of property, plant and equipment 6,677 18,387
Impairment loss on inventories - 3,100
Reversal of impairment loss on inventories 1,469 -
Cash flows from discontinued operations
Net cash inflow from operating activities 11,580 86,853
Net cash outflow from investing activities (4,499) \\49,392)
Net cash outflow form financing activities - (29,172)
Net cash inflows 7,081 48,289

During the year, the Group disposed its joint venture which carried out all of its automobile stamping welding
parts operations.

The automobile stamping and welding parts business has been classified and accounted for as disposal group
held for sale at 31 December 2009 (see note 11).
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11. ASSETS CLASSIFIED AS HELD FOR SALE

2010 2009
HK$’000 HK$'000

Assets related to automobile stamping and
welding parts business - 276,531
Liabilities directly associated with assets classified as held for sale - 223,737
2010 2009
HK$’000 HK$'000
Property, plant and equipment - 45,039
Inventories - 93,180
Trade receivables - 18,649
Bills receivables - 38,059
Other receivables, deposit and prepayments - 21,467
Cash and bank balances - 60,137
Assets classified as held for sale - 276,531
Trade payables - 91,593
Bills payables - 51,294
Accruals and other payables - 24,740
Deposit received - 2,458
Amounts due to a shareholder - h‘ " §2,350
Income tax payable - ¥ ! ,302
Liabilities directly associated with asset classified as held for sale .f-‘ - ) 2'53,737

Net assets of automobile stamping and welding parts business
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12. PROFIT (LOSS) FOR THE YEAR FROM CONTINUING OPERATIONS

2010 2009
HK$’000 HK$'000
Profit (loss) for the year from continuing operations has been arrived
at after charging:
Auditors’ remuneration 600 630
Bad debts written off 737 -
Depreciation of property, plant and equipment 5,401 2,732
Amortisation of other intangible assets 1,109 -
Loss on disposal of property, plant and equipment 240 62
Operating lease payments in respect of rented premises 4,291 1,108
Research and development costs 356 10,002
Staff costs, excluding directors’ remuneration (note 13) 14,523 18,907
Equity-settled share-based payments 27,091 -
13. STAFF COSTS EXCLUDING DIRECTORS’ REMUNERATION
2010 2009
HK$’000 HK$'000
Continuing operations
Salaries and wages 13,647 13,369
Staff welfare benefits 350 235
Retirement benefits scheme contributions 526 303
13,907

14,523
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14.

15.

16.

NET LOSS FOR THE YEAR OF THE COMPANY

The net loss for the year includes a loss of approximately HK$270,472,000 (2009: HK$21,369,000) which has

been dealt with in the financial statements of the Company.

DIVIDENDS

No dividends have been paid or declared by the Company during the year (2009: HK$NIil).

EARNINGS (LOSS) PER SHARE

From continuing and discontinued operations

The calculation of the basic and diluted earnings (loss) per share from continuing and discontinued operations

attributable to shareholders of the Company is based on the following data:

2010 2009
HK$’000 HK$'000
Earnings (loss) for the year
Profit (loss) for the year attributable to shareholders of the Company 140,006 (354,285)
Effect of dilutive potential ordinary share:

Interest on convertible bonds 2,876 6,834
Profit (loss) for the purpose of diluted earnings (loss) per share 142,882 (347,451)
Number of shares
Weighted average number of ordinary shares for the purpose of

basic earnings (loss) per share 10,986,984,230 5,066,768,908

Effect of dilutive potential ordinary share:
Convertible bonds

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

Effect of dilutive potential ordinary share in respect of outstanding share options aré anti-diI‘LTt.iVe\for both years.

P

5,054,946,932

b

. 5,589,090,000

4

16,041,931,162 10,655,768,908 .

3

Z,




ATEMENTS

ar ended 31 December 2010

16. EARNINGS (LOSS) PER SHARE (continued)
From continuing operations
The calculation of the basic and diluted earnings (loss) per share from continuing operations attributable to
owners of the Company is based on the following data:

2010 2009
HK$’000 HK$'000
Profit (loss) for the year attributable to shareholders of the Company 140,006 (354,285)
Less: profit for the period/year from
discontinued operations 6,678 3,073
Profit (loss) for the purpose of basic earnings (loss) per share
from continuing operations 133,328 (857,358)
Effect of dilutive potential ordinary share:
Interest on convertible bonds 2,876 6,834
Profit (loss) for the purpose of diluted earnings (loss) per share
from continuing operations 136,204 (350,524)

The denominators used are the same as those detailed above for both basic and diluted earnings (loss) per
share.

From discontinued operations

Basic earnings per share for the discontinued operation is HK$0.06 cents per share (2009: HK$0.06 cents
earnings per share) based on the profit for the year from the discontinued operations of HK$6 678,000 (2009:
HK$3,073,000) and the denominators detailed used are the same as those detailed basic %’s dlluted earnings
(loss) per share from continuing operations. '. . )

No disclosure of diluted earnings share from discontinued operations as effect of dilutive potential (;rginaw
share are anti-dilutive. "




NOTES TO THE CONSO

For the year ended 31 December 2010

17. DIRECTORS’ AND SENIOR MANAGEMENT’S REMUNERATION

(a) Directors and senior management remuneration
The emoluments paid or payable to each of the six (2009: seven) directors were as follows:

Salaries,  Employer’s

allowances, contributions 2010 2009
and other to pension  Share-based Total Total
The Group Fees remuneration schemes payments emoluments emoluments
HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000
Executive Directors
Mr. Stephen William Frostick
(Chairman) - 90 - 1,030 1,120 60
Mr. Lu Chunming - 109 - - 109 375
Mr. Shao Heng (appointed
on 22 December 2009) - 90 - - 90 20
Mr. Cai Zuping (resigned on
2 February 2009) - - - - - 45
Independent
Non-executive
Directors
Mr. Tso Hoi Sai, Bosco - 60 - - 60 60
Mr. Lee Chi Hwa, Joshua - 60 - - 60 60
Mr. Chang Jun - 60 - - 60 60
- 469 - 1,030 1,499 680
Senior management
Ang Wing Fung (CFO) - 875 12 1,546 ) *@i 433 560
~ | by i
Total - 1,344 12 B 2676 3932 4 51,240
\\' V.
The number of directors whose remuneration fell within the fo‘f%ﬂing band is as follows: .
2010 z-ooég

HK$NIl to HK$1,000,000 f 5 NG

HK$1,000,001 to HK$3,000,000 1 e -
| AP f

During the year, no remuneration was paid by the Group to any of the directsr as an-iﬁduh@ent to join
the Group or as compensation for loss of office. % '

e

No director waived or agreed to waive any of their emoluments in respect of two years ended 31
December 2010 and 2009.
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1 December 2010

17. DIRECTORS’ AND SENIOR MANAGEMENT’S REMUNERATION (continued)

(b)

Five highest paid individuals

The five individuals whose remuneration were the highest in the Group for the year included one (2009:
one) directors whose remuneration are reflected in the analysis presented above. The remuneration paid
and payable to the remaining four (2009: four) individuals during the year are as follows:

2010 2009

HK$’000 HK$ 000

Salaries, allowances and other benefits in kind 1,719 1,208
Retirement benefits scheme contributions 43 48
Share-based payment expenses 1,546 -
3,308 1,256

The number of the highest paid individuals whose remuneration fell within the following band is as follows:

2010 2009
HK$Nil to HK$1,000,000 3 4
HK$1,000,001 to HK$3,000,000 1 -

During the year, no remuneration (2009: HK$Nil) was paid by the Group to any of the highest paid
individuals as an inducement to join the Group or as compensation for loss of office.

-




NOTES TO THE C

For the year ended 31 December 20710

18. PROPERTY, PLANT AND EQUIPMENT

“Land and
buildings
Property under medium Furniture,
under  Construction leases outside Leasehold Plant and fixtures and Computer Motor
development in progress Hong Kong Moulds  improvements machinery equipment equipment vehicles Total
HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$000
THE GROUP
COST OR VALUATION
At 1 January 2009 3,884 - 10,194 21,350 1,073 18,498 643 1,548 7,335 64,525
Additions 7,695 - - 6,619 475 580 116 914 601 17,000
Disposals - - - (9,344) - (257) (127) - (199) (9,927)
Transfer (6,782) - - - - 6,196 - 481 106 -
Acquisition through
business combinations - - 183 - 608 682 769 804 504 3,550
Elimination on
reclassification as held
for sale (4,797) - (10,194) (18,625) - (24,775) - (1,669) (1,686) (61,746)
At 31 December 2009 and
1 January 2010 - - 183 - 2,156 924 1,401 2,078 6,660 13,402
Additions - 37,385 - - 3,185 12 773 21,171 3,036 65,562
Disposals - - - - (28) - ®) (237) - (273)
Exchange adjustments - - 6 - 73 33 37 57 45 251
At 31 December 2010 - 37,385 189 - 5,386 969 2,203 23,069 9,741 78,942
DEPRECIATION
At 1 January 2009 - - 147 4,710 752 2,241 386 836 2,828 11,900
Charge for the year - - 347 10,324 217 2,405 94 525 2,207 16,119
Eliminated on disposal of
assets - - - (3,931) - (26) (65) - (19) (4,041)
Acquisition through
business combinations - - 40 - 310 323 318 514 131 1,636
Eliminated on reclassification
as held for sale - - (478) (11,103) - (4,405) - (380) (341) (16,707)
At 31 December 2009 and
1 January 2010 - - 56 - 1,279 538 733 | 171]% 4,806 8,907
Charge for the year - - 19 - 1,247 191 278 1,97 1,687 5,401
Eliminated upon disposal - - - - (28) P “'(5) ! q gy e (33)
Exchange adjustments - - 2 - 44 1 - \, & ’ 248 7 140
At 31 December 2010 - - 7 - 2,542 748 1,020 3,511 6,517 14,415
NET BOOK VALUE P
At 31 December 2010 - 37,385 112 - 2,844 221 1,183 19,558 3,224 64,527 L
At 31 December 2009 - - 127 - 877 386 -‘.‘368 \ 583 1,854 ﬂZ_J

* Leasehold land is included in property, plant and equipment only when the a%tions between the lan,

be made reliably.

-

~
E/ / /e

!,
i
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ATEMENTS

ar ended 31 December 2010

18. PROPERTY, PLANT AND EQUIPMENT (continued)

The analysis of the cost of the above assets at 31 December 2010 is as follows:

Land and

buildings
Property under medium Furniture,
under Construction  leases outside Leasehold Plant and fixtures and Computer Motor
development in progress Hong Kong Moulds hinery i i vehicles Total
HK$'000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$'000
At cost - 37,385 189 - 5,386 969 2,203 23,069 9,741 78,942
Furniture,
Leasehold fixtures and Computer
THE COMPANY improvement equipment equipment Total
HK$000 HK$000 HK$’000 HK$'000
COST
At 1 January 2009 28 199 479 706
Additions - 21 23 44
At 31 December 2009 and
1 January 2010 28 220 502 750
Additions - - 48 48
Disposals (28) - - (28)
At 31 December 2010 - 220 550 770
DEPRECIATION
At 1 January 2009 28 194 425 647
Charge for the year - 6 382@b 44
aw. ¥ \
At 31 December 2009 and L | 5
1 January 2010 28 200 - 463 691
. ‘
Charge for the year - ﬁ 34 39
Eliminated upon disposal (28) . - (28) |
— “--.‘_- L 1 o ,;I
At 31 December 2010 - 205 497 70
NET BOOK VALUE ' " \ -
At 31 December 2010 - 15 ~ 53 ﬁ‘f
/ X
At 31 December 2009 - 20 q /0 {59 \ . 59
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NOTES TO THE CONSO

For the year ended 31 December 2010

18. PROPERTY, PLANT AND EQUIPMENT (continued)

The carrying amount of the Group’s land and buildings under medium leases outside Hong Kong would

19.

have

been approximately HK$112,000 (2009: HK$127,000) had it been stated at cost less accumulated

depreciation.

MINING RIGHTS

Mining
Rights
HK$ 000
Cost
At 1 January 2009 -
Acquisition from subsidiaries (note a) 550,875
At 31 December 2009, 1 January 2010 and 31 December 2010 550,875
Amortisation and impairment
At 1 January 2009 -
Impairment for the year (note b) 314,511
At 31 December 2009 and 1 January 2010 314,511
Impairments for the year (note c¢) 36,364
At 31 December 2010 350,875
Net book value
At 31 December 2010 200,000
At 31 December 2009 236,364
Notes:
(a) The recognition of fair value of mining rights of Xiong Cun Mine of approximately HK$550.8 million (note 40)“al'.' g from the acquisition

which has been determined as the difference between the consideration of HK$550 million attributable to'the acquisition and the
Group’s interest on net liabilities of Super Surplus Trading Limited and its subsidiaries (“Super. Surplus Gﬁ_oup") acquired at book value of
approximately HK$0.875 million. o %

h,

The fair value of mining rights of Xiong Cun Mine at initial recognition was determip_gj based on the final consideration paid by the Group
and the Group’s interest in the fair value of the identifiable assets and Iiabilitieg. of the Super Surplus Group.

difference between the carrying cost at 31 December 2009 and the estimated market vartm-qt_HKSBZSG million that was estimated | J
BMI Appraisals Limited, an independent valuation firm under the Market approach. Based on the valuation report, the decrease i
carrying amounts of the mining rights mainly due to the significant drop in mce{t?ri'ces during 2009 in PR%

During the year 2009, a net impairment of HK$315 million on mining rights was recognised. The impairment was resulted from the

At the end of the reporting period, the mining rights have been revalued by Roma Appraisals Limited, an indepWation .
firm under market approach. The estimated fair value of mining rights as at 31 December 2010 was approximately HK$20 iion.
Therefore, impairment loss of mining rights of HK$36.4 million was recognised during the year. )f
The calculation of market value is most sensitive to the following assumptions: F / b

. Reserve volumes e‘ ! & "5

. Discount rates kK / &.‘F— .

o Metal prices %\ \

Estimated reserve volumes are based on reserve report made at the time of acquisition. The discount rate is derived from the Group’s
post-tax weighted average cost of capital. The metal prices are quoted from the market at the erjfd of reporting period.

No amortisation for the mining rights was incurred during the year as the commercial viability of extracting mineral resources are not
demonstrable.
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ended 31 December 2010

20. INVESTMENT IN SUBSIDIARIES

THE COMPANY

2010 2009

HK$’000 HK$'000

Unlisted shares, at cost (Note (a)) 508,349 508,349
Amounts due from subsidiaries (Note (b)) 793,492 701,589
Amounts due to subsidiaries (Note (b)) (2,799) (1,369)
Impairment losses (324,826) (98,392)
974,216 1,110,177

(@) Details of the Company’s subsidiaries at 31 December 2010 are as follow:

Place of
incorporation and
principal place of

Issued and

fully paid  The Company’s

Name operation up capital equity interest Principal activities

Directly held:

China Gocom Information (BVI) British Virgin Islands Ordinary 100% Investment holding
Limited US$50,000

China Gocom (Holdings) Limited Hong Kong Ordinary 100% Inactive

Probest Technology Limited

Hong Kong Chang Kang (Holdings)

Limited

Golden Motor Worldwide Limited

Endless Profit International Limited

Winning Reward Holdings Limited

Global Resources Development
(Hong Kong) Limited

British Virgin Islands

British Virgin Islands

British Virgin Islands

British Virgin Islands

British Virgin Islands

Hong Kong

HK$1,000,000

Ordinary

Us§r L

L h
Y

Ordinary
;ﬁﬁo

Ordinary
fUS$1
'Ordinary

(VT —

OrdinaryE Yy

Us$t

~—

Ordinary {

HK$1
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NOTES TO THE C

For the year ended 31 December 20710

20. INVESTMENT IN SUBSIDIARIES (continued)

Place of
incorporation and Issued and
principal place of fully paid The Company’s
Name operation up capital equity interest Principal activities
Directly held: (continued)
Wealthy China Group Limited British Virgin Islands Ordinary 100% Investment holding
US$150
Champion Skill Holdings Limited British Virgin Islands Ordinary 100% Investment holding
US$1
China Public Healthcare (HK) Limited ~ Hong Kong Ordinary 100% Investment holding
HK$1
Indirectly held:
China Gocom Information Limited Hong Kong Ordinary 100% Investment holding
HK$10,000
Beijing Cheong Lee Gocom The PRC Registered 100% Trading of products
Information Technology Company US$500,000 relating to
Limited telemedia system
and provision of
relevant and related
technical services
Neolink Wireless Technology Limited Hong Kong Ordinary 100%  Investment holding
HK$8,947,193 I'
L ¥ *,
Hangzhou Neolink Wireless The PRC Registered\ 10\0% ’ 4 Dg'\'/elopmenffﬁd
Communication Technology RMB16,81 2,820‘\'- sales of__ ral
Company Limited J.“ trunking systems -
g related software
ChongQing TianKang Investment The PRC Registg;éd .;'100% Provision for *:
Consultants Limited RMB1 f,OOO - e anagement and ;_h
—_ ?] y _ :,{glate | 3‘{
! / _ p
Super Surplus Trading Limited British Virgin Islands OrdTﬁ;lry - 100% Investment holdiﬁv
US$760,00‘ 7 / N
GGl ings Limi - / d A et
nvestment Holdings Limited Hong Kong Ordinary - &)A) | I'\ vestment holding
HK$1 |
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20. INVESTMENT IN SUBSIDIARIES (continued)

Place of
incorporation and Issued and
principal place of fully paid The Company’s
Name operation up capital equity interest Principal activities
Indirectly held: (continued)
Shenzhen Zhiyingiun Network The PRC Registered 100% Investment holding
Technology Company Limited RMB1,000,000
Shenzhen Wan Cheng Investment The PRC Registered 100% Investment holding
Consultancy Company Limited RMB5,000,000
Jiangxi Tai Sheng Industry Company ~ The PRC Registered 100% Investment holding
Limited RMB10,000,000
Lichuan Xian Xiong Cun Materials The PRC Registered 100% Exploration and
Development Company Limited RMB500,000 development of
mineral resources
Billion Trend (China) Limited Hong Kong Ordinary 100% Investment holding
HK$1
Beijing Upway Science & Technology ~ The PRC Registered 100% Development and
Development Co., Limited RMB10,000,000 maintenance of
healthcare system
China Chief Medical Standards The PRC Registered 60% - Development and
Database Co., Limited RMB20,000,000 . gy |\ maintenance of
' | healthcare system
4
King Dynasty Holdings Limited British Virgin Islands Ordinary . 100%  Inactive
F o, - 1 -
- 4
Beijing Lian Jin Medical Technology The PRC Registered 100% Development and
Company Limited HK$100,000,000 maintenance of
- - healthcare system

s . .
Amounts due from/to subsidiaries are unsecured, interest-frciq,.and are not repayable within the

twelve months.

The Directors of the Company consider that the carrying amounts ixé fr’orﬁ S

fair values.

l
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NOTES TO THE CONS

For the year ended 31 December 20710

21. GOODWILL

THE GROUP
2010 2009
HK$’000 HK$'000
Cost
Balance at beginning of year 487,695 -
Additional amount recognised from business combinations occurring
during the year (note 40) - 487,695
Balance at end of year 487,695 487,695
Carrying amounts
Balance at end of year 487,695 487,695

Goodwill is allocated to the Group’s cash-generating unit (“CGU”) identified according to operating segment as

follows:
2010 2009
HK$’000 HK$'000
Provision of HIT services 487,695 487,695

During the year 2010 and 2009, the Group assessed the recoverable amount of goodwill associated with
certain of the Group’s selling activities from healthcare information technology business and provision of
regional public health medical system. No impairment loss of goodwill shq@ﬁe con&deﬁgé

amount is higher than carrying amount.

the recoverable
/ *

A u

h,

. ) . b : =
The recoverable amount of CGU is determined based on value-‘g!se calculations. These calculations use

cash flow projections based on financial budgets approved by management covering a five-year period. Cash i
flows beyond the five-year period are using an estimated growth rate of 7%009 7%). The cash flows ar
discounted using a discount rate of 10% (2009: 10%). The discount rates used are pre-tax and reflect speC|f|o
risks relating to the relevant segments. f e




ended 31 December 2010

22. JOINTLY CONTROLLED ENTITY

On 31 August 2010, the Group disposed of South Jinkang Automobile Parts and Components Company
Limited which carried out all of its automobile stamping welding parts operations. In year 2009, the Group had

interests in the following significant jointly controlled entity:

Proportion of

nominal value
Form of Principal Issued of issued
business Place of place of and fully capital held
Name of entity structure incorporation operation paid up capital by the Group  Principal activities
South JinKang Automobile Incorporated The PRC The PRC Registered 49%  Manufacturing and sales of
Parts and Components RMB100,000,000 automobile stamping and
Company Limited welding parts and related

accessories

The summarised financial information in respect of the Group’s jointly controlled entity which are accounted for

using proportionate consolidation with the line-by-line reporting format is set out below:

2010 2009

HK$’000 HK$'000

Non-current assets - 45,039
Current assets - 231,492
Current liabilities - 223,737
Income - ;) s 4?9,521
Expenses = | : .4’2,448

Comprehensive income =

.




NOTES TO THE CONS

For the year ended 31 December 20710

23. OTHER INTANGIBLE ASSETS

Computer Technical
software know-how Total
HK$'000 HK$'000 HK$
Cost
Balance at 1 January 2009,

31 December 2009, and 1 January 2010 - - -
Additions 16,432 7,021 23,453
Balance at 31 December 2010 16,432 7,021 23,453
Accumulated amortisation and

impairment loss
Balance at 1 January 2009,

31 December 2009, and 1 January 2010 - - -
Amortisation for the year 991 118 1,109
Balance at 31 December 2010 991 118 1,109
Carrying amounts
Balance at 31 December 2010 15,441 6,903 22,344
Balance at 31 December 2009 - - -
The following useful lives are used in the calculation of amortisation: a\it_' '| v‘ :
Computer software 5 years . 5
Technical know-how 10 years 45.-‘ S~ y

All intangible assets are allocated to the Group’s CGU identified in provision of HIT Services segment. ~
- <7

The management considers the useful lives of Computer softwa?ﬁbl Technical know-how are five years and

! : e .
ies-in the industry. \ B

- o -4
The amortisation charge for the year is included in “administrative e'iipenses" in the ?bnsolidated statemerbﬁ
o e T
comprehensive income. E p :

ten years respectively that are normally used in similar size comp

%

At the end of reporting period, intangible assets are revalued by an indebendent Ifi%BMI AbprMS"Limited.
The fair value of intangible assets is higher than carrying amounts, therefore, no impairment loss provided

during the year. |,
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ended 31 December 2010

24. AVAILABLE-FOR-SALE INVESTMENTS

THE GROUP
2010 2009
HK$’000 HK$'000
Unlisted investments at cost (note (a)) 20,000 20,000
Impairment loss (9,000) -
11,000 20,000

Note:
(@) The Group holds 10% registered capital of Norwell Limited, an investment holding company, and its subsidiaries mainly involved in
production and sales of ferro-silicon and ferro alloys in the PRC.
25. INVENTORIES

THE GROUP
2010 2009
HK$’000 HK$ 000
Raw materials 16 15
Work in progress 1,151 1,112
Finished goods 33,255 2,203
34,422 3,330
Impairment loss - -

|

34,422 ' },330

Movement in the impairment loss for inventories F o g

" THE GROUP < 'j
, oo o 2009

HK$'000 HK8'000

P

Balance at beginning of the year - o 8,408
Reclassified as disposal group held for sale - . (8,408)

Balance at end of the year — _
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NOTES TO THE CONSO

For the year ended 31 December 20710

26. TRADE RECEIVABLES

THE GROUP
2010 2009
HK$’000 HK$ 000
Trade receivables (note a) 189,947 11,737
Less: allowance for doubtful debts - -
189,947 11,737

(Note a): The ageing analysis of trade receivables is as follows:

THE GROUP
2010 2009
HK$’000 HK$’000
Within 30 days 3,828 -
31 to 60 days - 568
61 to 90 days 50,882 11,067
91 to 120 days 96,583 -
Over 120 days 38,654 102
189,947 11,737

The Group has a policy of allowing its trade customers with credit period normally ranging from 45 days to 180
days or according to the terms of the sales contracts. However, for certain customers with long-established

relationship and good past repayment histories, a longer credit period may be more than

tqéio days.

\ Y w
No impairment loss of trade receivables for both years 2009 and 2010, therefore, ageing analysiﬁ with

impairment loss of trade receivables are same as above ageing analysis.

The directors consider that the carrying amount of trade receivable'é approximates their fair value.

7
The Group assesses the credit status and imposes credit limits for the customers in accordance WitQ,W
Group’s credit policy. The credit limits are closely monitored and subject to periodic reviews.

As at 31 December 2010, trade receivables over 120 days amounted to HK$38,654,COO (ZOOQ:MOQO)

were past due but not impaired as the balances were related to debtors with sound repayment histo

recent history of default.

F

ry ancW'{
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1 December 2010

27. OTHER RECEIVABLES, DEPOSIT AND PREPAYMENTS

THE GROUP
2010 2009
HK$’000 HK$ 000
Other receivables 19,872 12,002
Deposits paid 761 13,352
Prepayments 74,345 2,776
94,978 28,130

Prepayments included HK$47 million is used for purchasing computer hardware and equipment to construct a
new center for provision of HIT services.

Prepayments are recognised as expenses when those expenses are actually incurred for the operations.

The directors consider that the carrying amount of other receivables, deposits and prepayments approximates
their fair value.

28. FINANCIAL ASSETS HELD FOR TRADING

THE GROUP
2010 2009
HK$’000 HK$'000
Equity securities listed in Hong Kong, at fair value 9,762 14,657
Fair values are determined with reference to quoted market bid prices. 15\
= | -
‘l‘ \ L/ .
N 4 ’ /’
%
-
=
s F
= e < "J




NOTES TO THE CON

For the year ended 31 December 2010

29. CASH AND BANK BALANCES

THE GROUP
2010 2009
HK$’000 HK$'000
Cash and bank balances 135,955 108,820
Fixed bank deposits 14,252 13,198
Deposits at other financial institution 1,820 4,721
152,027 121,739

Bank balances and deposits at other financial institution carry interest at market rates which range from 0.1%
to 3.5% (2009: 0.1% to 3.5%) per annum.

30. TRADE PAYABLES

The ageing analysis of trade payables is as follows:

THE GROUP

2010 2009
HK$’000 HK$'000
Within 30 days 2,542 -
31 to 60 days 12 -
61 to 90 days - -
91 to 120 days 74,080 -
Over 120 days 212 313
76,846 . 313

R 7

The directors consider that the carrying amount of trade payables %ﬁqoki?ﬂates their fair value. .

31. AMOUNTS DUE TO RELATED COMPANIES

The amounts due to related companies are unsecured, interest-free and have no fixed terms of repayment. "j
-~ " b




ED FINANCIAL STATEMENTS

For the year ended 31 December 2010

32. CONVERTIBLE BONDS
On 8 January 2009, the Company issued convertible bonds with an aggregate principal amount of HK$465
million (the “CB 1) due in 2014 with conversion price of HK$0.04 per share to acquire 100% equity interest in
Super Surplus Trading Limited.

The Company may redeem the CB | at 105% of the principal outstanding amount at any time from the date of
issue to the maturity date. Any CB | outstanding on the maturity date shall be redeemed by the Company at
105% of the outstanding principal amount.

At 31 December 2009, the CB | were converted into ordinary shares with aggregate principal amounts of
HK$241,440,000 at a conversion price of HK$0.04 per conversion share.

The CB | do not bear any interest. The effective interest rate of liability is 3.44%. The maturity dates is the fifth
anniversary of the date of issue of the CB I.

On 23 October 2009, the Company issued convertible bonds with an aggregate principal amount of HK$498
million (“CB II") due in 2014 with conversion price of HK$0.168 per share to acquire 100% equity interest of
Wealthy China Group Limited.

The Company may redeem the CB Il at 105% of the principal outstanding amount at any time from the date of
issue to the maturity date. Any CB Il outstanding on the maturity date shall be redeemed by the Company at
105% of the outstanding principal amount.

At 31 December 2009, the CB Il were totally converted into ordinary shares with aggregate principal amounts of
HK$498 million at a conversion price of HK$0.168 per conversion share.

The CB Il do not bear any interest. The effective interest rate of liability is 82.1%. The maturity dates are on the
fifth anniversary of the date of issue of the CB II.

During year 2010, the CB | were converted into 534,053,068 ordinary shares with principle amounts of
HK$21,362,000 at a conversion price of HK$0.04 per conversion share.

The movement of liabilities component of the Convertible Bonds for the year is set out below:

THE GROUP AND THE COMPANY

CBl CB Il Total

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

Proceeds of issue 465,000 498,000 963,000
Equity component (52,898) (471,871) (524,769)
Liability component at date of issue 412,102 26,129 4@8,231
Interest charged 9,319 2,744 12,063
Converted into ordinary shares (216,462) (28,873) (245,335)
Liability component at 31 December 2009 204,959 8 | T 204,959
Interest charged 6,729 + 6,729
Converted into ordinary shares (19,921) - (19,921)

Liability component at 31 December 2010 191,767 - 191,767
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NOTES TO THE C

For the year ended 31 December 2010

33. SHARE CAPITAL

Number of

shares of
HK$0.01 each Nominal Value
HK$

Authorised:

At 1 January 2009, 31 December 2009, and 31 December 2010 50,000,000,000 500,000,000

Issued and fully paid:

At 1 January 2009 1,168,160,100 11,681,601
Exercise of convertible bonds (note a) 9,000,285,714 90,002,857
Issue of ordinary share under placement of shares (hote b) 570,000,000 5,700,000
At 31 December 2009 and 1 January 2010 10,738,445,814 107,384,458
Exercise of convertible bonds (note c) 534,053,068 5,340,531

At 31 December 2010 11,272,498,882 112,724,989

Note:

(a) On 8 January 2009, the Group issued convertible bonds with an aggregate principal amount of HK$465 million (the “CB 1") due to
2014 with conversion price of HK$0.04 per share. At 31 December 2009, the CB | were converted into ordinary shares with aggregate
principal amounts of HK$241,440,000 at a conversion price of HK$0.04 per conversion share.

On 23 October 2009, the Group issued convertible bonds with an aggregate principal amount of HK$498 million (“CB 1I") due to
2014 with conversion price of HK$0.168 per share. At 31 December 2009, the CB Il were totally converted into ordinary shares with
aggregate principal amounts of HK$498 million at a conversion price of HK$0.168 per share. |
P. | | .
These share issued rank pari passu in all respects with the then existing shares. Details of the convertib bonds are set out in note 32.
1 P v,
(b) On 30 December 2009, the Company has allocated and issued 570,000,000 Subs::\rl\ptlon Shares to the Vendor at HK$ 3 per
Subscription Share. S - w.
& ’
(c) During year 2010, the CB | were converted into 534,053,068 ordinary shares W|th pr|n0|pal amounts of HK$21 362,000 at a conversmn A
rice of HK$0.04 per conversion share.
p p —— e -
i g 2 = -
£ N \ 3
o’ B S
v TA S
. 1 ' e
T - . 2
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34. RESERVES

Share  Share-based Convertible
premium compensation  bonds equity = Accumulated
The Company note (a) reserve reserves losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2009 212,802 30,082 - (100,311) 142,573
Recognition of equity component of
convertible bonds - - 524,769 - 524,769
Exercise of convertible bonds 654,670 - (499,337) - 155,333
Issue of ordinary share under
placement of shares 98,610 - - - 98,610
Net loss for the year - - - (21,369) (21,369)
At 31 December 2009 and
1 January 2010 966,082 30,082 25,432 (121,680) 899,916
Exercise of convertible bonds 17,013 - (2,433) - 14,580
Recognition of equity-settled share
based payments - 27,091 - - 27,091
Net loss for the year - - - (270,472) (270,472)
At 31 December 2010 983,095 57,173 22,999 (392,152) 671,115
Note:
ders subject to a solvency

(a) Under the Companies Law of the Cayman Islands, the share premium is available for distribution to sharehol
o |

test on the Company and the provisions of the Articles of Association of the Company.




NOTES TO THE CONS

For the year ended 31 December 2010

35. SHARE OPTION

The Company adopted a new share option scheme (“the Scheme”) on 30 July 2007, which became effective for
a period of 10 years commencing on 10 August 2007 and will expire on 9 August 2017. Under the Scheme, the
Directors of the Company may at their discretion grant options to any eligible person to subscribe for the shares
of the Company (“Share”) at the higher of: (i) the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant; (ii) the average closing price of the Share as stated in the Stock
Exchange’s daily quotations sheets for the five business days immediately preceding the date of grant; and (iii)
the nominal value of a Share. The offer of a grant of option shall remain open for acceptance within 21 days
from the date of offer. A nominal consideration of HK$1 is payable on acceptance of the grant of the option.
The exercise period of the option must not be more than 10 years from the date of grant of the option.

The Company operates the Scheme for the purpose of advancing the interests of the Company and its
shareholders by enabling the Company to grant options to attract, retain and reward any eligible persons which
include any director of the Group, any employee of a Group, any consultant, adviser, agent, supplier, customer,
business partner and shareholder of the Group for their contribution or potential contribution to the Group.

The total number of Shares which may be issued upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other schemes in force from time to time must not in aggregate exceed
30% of the Share in issue from time to time.

The total number of Shares which may be issued upon exercise of all options to be granted under the Scheme
shall not in aggregate exceed 10% of the total number of Shares in issue as at the date of the passing of the

relevant resolution adopting the Scheme.




1 December 2010

35. SHARE OPTION (continued)

Movements of share options during the year are as follows:

Date of Exercise
Name and As at Granted Exercised Lapsed Cancelled Asat  granted Exercise price of
category of 1 January during during during during 31 December  of share period of share
participant 2010 the period the period the period the period 2010  options share options options
Director
Stephen
William 31 March 2010 -
Frostick - 10,000,000 - - - 10,000,000 31 March 2010 30 March 2013 HK$0.186
Employees 29,220,000 - - - - 29,220,000 10 August 2007 10 August 2007 - HK$0.38
9 August 2012
Employees - 52,000,000 - - - 52,000,000 31 March 2010 31 March 2010 - HK$0.186
30 March 2013
Sub-total 29,220,000 52,000,000 - - - 81,220,000
Consultants 58,439,900 - - - - 58,439,900 10 August 2007 10 August 2007 - HK$0.38
9 August 2012
Consultants - 138,000,000 - - - 138,000,000 31 March 2010 31 March 2010 - HK$0.186
30 March 2013
Consultants - 50,000,000 - - - 50,000,000 3 May 2010 3 May 2010 - HK$0.186
Iﬁ\‘zms
<y \ - X
Consultants - 20,000,000 - - - 20,000,000 . 9'July 2010 9 July 2010 - / '/a$0.186
N
8 July 2013
S >
F oo, - -
Sub-total 58,439,900 208,000,000 - - - 266,439,900 L
SO\ . « "J
Total 87,669,900 270,000,000 - - -

357,669,900 5 >

e “\:‘ ——
The Group issues equity-settled share-based payments to certain e[_nployees and q'pnsultah{. Equity- tled
share-based payments are measured at fair value (excluding the effect of noq;r_narket- based vesting conditi :
at the date of grant. The fair value determined at the grant date of the equity-settled share-based _bay'ments
is expensed on a straight-line basis over the vesting period, based on t e "Groub’sarestimate of snares that will

-

eventually vest and adjusted for the effect of non market-based vesting conditions},\ \

[/
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NOTES TO THE CONSOLIDATED FINANC

For the year ended 31 December 2010

35.

36.

37.

38.

SHARE OPTION (continued)

The fair values of the options granted during the year measured as at the date of grant on 31 March 2010,
3 May 2010, and 9 July 2010 were HK$20,610,000, HK$4,613,000 and HK$1,868,000 respectively. The
following significant assumptions were used to derive the fair value using the Black-Scholes option pricing
model:

an expected volatility range of 74.08 to 91.43 per cent;
expected annual dividend yield range equal to zero;
the estimated expected life of the options granted during the year is 3 years; and

& o=

the quoted interest rate for the Exchange Fund Notes with maturity in 2013 were 1.246 per cent, 1.198
per cent, and 0.945 per cent respectively which are adopted to calculate the fair value of options granted
on 31 March 2010, 3 May 2010 and 9 July 2010.

The Black-Scholes option pricing model requires the input of highly subjective assumptions, including the
volatility of share price. As changes in subjective input assumptions can materially affect the fair value
estimated, in the Directors’ opinion, the existing model does not necessarily provide a reliable single measure of
the fair value of the share options.

PLEDGE OF ASSETS

No pledged bank deposits as at 31 December 2010. In Year 2009, pledged bank deposits of HK$59.7 million,
in which 49% of approximately HK$29.2 million is recorded in Group’s current assets, is secured for the bills
payable by the jointly controlled entity.

BANKING FACILITIES
At 31 December 2010, the Group has no bank facilities.

At 31 December 2009, the Group’s banking facilities of approximately RMB6,000,000 are guaranteed by
a third party of the Group. And also Group has other banking facility in joint controlled entity amounting to
RMB50,000,000 was secured by its trade receivables in joint venture of RMB42 million and RMB15,000,000
was secured by plant and machinery of RMB25.5 million. These two facilities were utilized in the joint venture to
the extent of RMB52 million as at the end of reporting period.

LEASE COMMITMENTS
At the end of reporting period, the minimum lease payments under non—caggfllable operating leases for the
land and buildings are payable as follows: '

2010 “\Rzoog
HK$’000 HK$ 000
Operating lease commitments in respect of land and
buildings which fall due as follows:
Within one year 5,381 4,545
In more than one year but not exceeding five years 3,955 5,996
9,336 10,541
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39.

40.

ear ended 31 December 2010

CAPITAL COMMITMENT

Furthermore, the Group’s share of the capital commitments of its joint ventures in respect of acquisition of
machinery are as follows:

2010 2009
HK$’000 HK$'000
Contracted for but not provided - 23,807
BUSINESS COMBINATIONS
Goodwill arising on acquisition
2010 2009
HK$’000 HK$'000
Cash consideration - 85,000
Convertible bonds issued as consideration - 963,000
Total purchase consideration - 1,048,000
Less: non-controlling interests in sharing
fair value adjustments - (275)
Less: fair value of identifiable net assets acquired - (560,030)
Goodwill recognised in the business combination - 487,695

Net cash outflow on acquisition of subsidiaries

2010% 2009

HK$'000 H)EZ ‘000

Consideration paid in cash ;‘ - (85,000)
Less: cash and cash equivalent balances acquired P - 717715
Net cash outflow of cash and cash equivalent \ ’ -é

in respect of the acquisition f - (77,124)

During 2009, Super Surplus Trading Limited (“Super Surplus”) was acquired so as to expend the business

the exploration and development of mineral resources and Wealthy China Group Limyed (“Wealthy China”) was

(D

acquired so as to expend the business to the healthcare information tech ology}_..




NOTES TO THE

For the year ended 31 December 2010

41. GAIN ON DISPOSAL OF A JOINT VENTURE
On 31 August 2010, the Group disposed of, South Jinkang Automobile Parts and Components Co., Limited
which carried out all of its automobile stamping welding parts operations:

Analysis of assets and liabilities of a joint venture was disposed:

31/8/2010
HK$’000

Current assets
Inventories 49,727
Trade receivables 12,768
Other receivable, deposit and prepayments 30,290
Cash and bank balances 68,616
Non-current assets
Property, plant and equipment 44,025
Current liabilities
Trade payables (64,474)
Bills payables (45,297)
Accruals and other payables (15,352)
Deposit received (2,549)
Amounts due to a shareholder (31,236)
Net assets disposed of 46,518

. 'w\
The gain on disposal is included in the profit for the year from discontinh@"pe’ra‘iohsl in :[519 consolidated
statement of comprehensive income (see note 10). \\ |4 4




41.

42.

ear ended 31 December 2010

GAIN ON DISPOSAL OF A JOINT VENTURE (continued)

Gain on disposal of a joint venture:

31/8/2010
HK$’000
Consideration received 54,486
Net assets disposed of (46,518)
Cumulative exchange difference in respect of the net assets 6,214
14,182

Net cash outflow on disposal of a joint venture:
31/8/2010
HK$’000
Consideration received 54,486
Less: cash and cash equivalent balances disposal of (68,616)
(14,130)

RETIREMENT BENEFIT COSTS

The Group operates a Mandatory Provident Fund scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for those employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a percentage of the employees’ basic salariesa\ﬁbj are charged to
the consolidated income statement as they become payable in accordance with the rIUIes._q_f the MPF § eme
(i.e. 5% of staff's relevant income with upper monthly limit of HK$1,000). The assets of the MPF Sﬁ

are held separately from those of the Group in an independentl}{g—gqmir#stered fund. The Group’s employer
contributions vest fully with employees when contributed into the MPF Scheme.

eme

— ‘--\- - _é
In addition to the participation in the MPF Scheme, the Group is required to contribute to a defined contributio
retirement scheme for its employees in the PRC based on the ﬁlicable basis and rates with the rele-\'/eirlt__
government regulations. (i.e. 8% — 23% of the basic salary). ' :

r




NOTES TO THE CONSO

For the year ended 31 December 2010

42,

43.

44.

RETIREMENT BENEFIT COSTS (continued)
The only obligation of the Group in respect of the retirement benefit schemes is to make the required
contributions under the respective schemes.

The total cost charged to the consolidated statement of comprehensive income of approximately HK$876,000
(2009: HK$2,799,000) represents contributions payable to the retirement benefit schemes in Hong Kong and
the PRC by the Group for the year ended 31 December 2010 at rates specified in the rules of the relevant
schemes at 31 December 2010, contributions due in respect of the current reporting year had not been paid
over the relevant schemes was HK$Nil (2009: HK$NIil).

RELATED PARTY TRANSACTIONS
(@) Inthe normal course of business the Group entered into the following significant transactions with related
parties during the year:

2010 2009
HK$’000 HK$'000

Sales of automobile stamping and welding

parts and related accessories to Chongging

Changan Jinling Automobile Parts Co., Ltd.

(“Chongging Changan Jinling”) (note a) 12,256 -
Purchase of raw material from Chongging

Changan Jinling - 14,766

Note:

(@) Chongging Changan Jinling holds 51% of South JinKang Automobile Parts and Components Company Limited.

Compensation of key management personnel < ‘Y’b L

The remuneration of directors and other members of key management during the '-.year can be ref Eced
to note 15(a) and 15(b) to the financial statements. The remuneration\;of directors and key execu
determined by the remuneration committee having regard to the performance of individuals and market trends.

s is

COMPARATIVE FIGURES — _é

=

Certain comparative figures have been reclassified to conform with current year’s presentation.




ear ended 31 December 2010

2010 2009 2008 2007 2006
HK$’000 HK$'000 HK$’000 HK$ 000 HK$’000
Results
Turnover 388,378 15,345 287,071 141,812 37,542
Profit (loss) from operations 136,781 (345,368) (569,737) (45,321) 5,611
Gain on disposal of subsidiaries - - 1,402 - 1,121
Finance costs (6,729) (12,285) (3,137) (1,154) (600)
Profit (loss) before tax 130,052 (357,653) (61,472) (46,475) 6,132
Income tax (expense) credit - (143) 520 (1,236) (1,320)
Profit (loss) for the year from
continuing operations 130,052 (357,796) (60,952) (47,711) 4,812
Profit (loss) before tax from
discontinued operations 9,241 4,602 - - -
Income tax expenses (2,563) (1,529) - - -
Profit (loss) for the year from
discontinued operations 6,678 3,073 - - (17,451)
136,730 (354,723) (60,952) (47,711) (12,639)
Profit (loss) attributable to shareholders 140,006 (354,285) ‘@%48) (%70) (4,815)
Profit (loss) attributable to non-controlling . ", _ 4 o
interests (3,276) 438) (4) (141) ,5,824)
\‘ y
Net profit (loss) for the year 136,730 (354,-’723) (60,952) (47,711) (12,639)
Assets and liabilities - o “ é
Total assets 1,266,705 1,204,681 386,276 380,752 74,897
Total liabilities (351,339) (477,244) - (180,113) (109,741) (38,’__371)' f
Non-controlling interests (1,233) (4,509) - / 451 o 0
Shareholders’ funds 914,133 722,928 g_’zos,’i 63
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