V7,

Wasion Group Holdings Limited

Bk SREIEARBFRAS]

(incorporated in the Cayman Islands with limited liability)
(Stock Code: 3393)

nnual Report

2010




I
4

v

CORPORATE MISSION:
ENERGY METERING &

' E.GY SAVING EXPERT




14

24

27

34

41

42

43

45

46

48

98

Contents

Corporate Information

Corporate Profile

Qualifications and Awards

Chairman’s Statement

Management Discussion and Analysis

Biographical Details of Directors and
Senior Management

Directors’ Report

Corporate Governance Report

Independent Auditor’s Report

Consolidated Statement of
Comprehensive Income

Consolidated Balance Sheet

Consolidated Statement of Changes
in Equity

Consolidated Cash Flow Statement

Notes to the Consolidated Financial
Statements

Financial Summary




Qg Corporate Information

EXECUTIVE DIRECTORS

Mr. Ji Wei (Chairman)
Ms. Cao Zhao Hui
Mr. Zeng Xin

Ms. Zheng Xiao Ping
Mr. Wang Xue Xin
Mr. Liao Xue Dong

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wu Jin Ming
Mr. Pan Yuan
Mr. Hui Wing Kuen

COMPANY SECRETARY

Mr. Choi Wai Lung Edward FCCA, FCPA

AUTHORISED REPRESENTATIVES

Mr. Ji Wei
Mr. Choi Wai Lung Edward FCCA, FCPA

AUDIT COMMITTEE

Mr. Hui Wing Kuen (Chairman)
Mr. Wu Jin Ming
Mr. Pan Yuan

PRINCIPAL BANKERS
In Hong Kong:

Bank of Communications Hong Kong Branch
Bank of China

In the People’s Republic of China (the “PRC"):

China Construction Bank
Bank of Communications

LEGAL ADVISER

Sidley Austin

Level 39, Two International Finance Centre
8 Finance Street

Central

Hong Kong

02 Wasion Group Holdings Limited  Annual Report 2010

AUDITOR

Deloitte Touche Tohmatsu
35/F One Pacific Place

88 Queensway

Hong Kong

REGISTERED OFFICE

Cricket Square
Hutchins Drive
P.O. Box 2681GT
George Town
Grand Cayman
British West Indies

PRINCIPAL PLACE OF BUSINESS

Unit B2A-B, 20/F, Far East Finance Centre
16 Harcourt Road

Admiralty

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Fund Services (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

COMPANY WEBSITE

WWW.wasion.com

STOCK CODE
3393



Corporate Profile /O

LEADING ENERGY MEASUREMENT EQUIPMENT AND TOTAL SOLUTION PROVIDER

Wasion Group Holdings Limited (“Wasion Group”) is the leading provider of energy measurement equipment, systems, and services
in China. Wasion Group was listed on the Main Board of the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) in
December 2005, which was the first professional syndicate engaged in energy measurement and management in China listed
overseas.

Wasion Group's products are widely used in the industries in relation to electricity, water, gas, and heat as well as large and medium
sized industrial and commercial enterprises and the Group provides extensive support for technology, products and services to the
energy measurement and management in public utilities and energy consumption units through a whole series of advanced
measurement meters products, including power meters, intelligent water meters, gas meters, ultra sound heat meters, and data
collection terminals for different energy including power data collection terminals, power quality control devices, data collection
terminals for water, gas and heat, as well as management systems for power loading, integrated management systems for energy
measurement of water, electricity, gas and heat, and remote automatic meter reading systems.
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i‘a Qualifications and Awards

In 2010, the Group has been granted 54
patents for three-phase meters, 14 patents

for single-phase meters, 13 patents for
data collection terminals, 3 patents for
energy efficiency services and 1 patent for
water meters.
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“2010 National Energy Saving
Contribution Awards”
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“Top Ten Enterprise of Innovative Technology”,
“Top Ten Enterprise of Comprehensive Strength” and
“Most Influential Brand” for smart water meters

“National Award
on Science and Technology”



Qualifications and Awards :(AA

The “Sizable Enterprises Comprehensive Energy Saving Key Technology and Applications” has been awarded
“2010 2nd Class National Award of Science Advancement”

The Group has been valued as a “Significant Hi-tech Enterprise” under State Torch Program

The technology research center of the Group has been regarded as a “National-recognized Enterprises
Research & Development Centre”

The Group has been awarded “Hunan International Brand Names”

The 0.1S Grid Meters have passed the test in “Accuracy and Influencing quantity calibration” of National
Institute of Metrology and North China Electric Power Research Institute (NCEPRI) and obtained certification
of calibration

The “Research and Development and Application of Significant Technology of 0.1S Grid Meters” project and
“The Research of Key Technology of High-accuracy Impact Load Power Measurement” project have

successfully passed technology results identifications

The impact load power meters and digital power meter testing devices have passed the calibration test of
National Institute of Metrology and obtained certification of calibration

“Digital power meters”, the Hunan provincial-level standards drafted by Wasion Group, has been officially
announced and is the first digital power meters standards in the PRC

“Digital Power Meters Under Smart Grid” and “AMI” projects of the Group have been selected as 2010 State
Torch Program projects

Keypad three-phase meter DTSY341 has passed the certification of STS Association & the ANSI power meter
series has received certificate from American’s MET Laboratories

The Group has been awarded “Most Influential Brand” for smart water meters

The Group has been awarded “Top Ten Enterprise of Innovative Technology & Comprehensive Strength” for
smart water meters

The Group has been awarded the certificate of “The Greatest Developing Potential Enterprise in the Energy
Saving Service Industry in China”

The Group has been awarded “2010 National Energy Saving Contribution Award”

The ultra-sound heat meters have passed the provincial-level technology results identification
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Centennial History =
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Ji Wei
Chairman

To All Shareholders

On behalf of Wasion Group Holdings
Limited (“Wasion Group” or the “Group”),
| hereby present the operating results of
the Group for the financial year ended
31 December 2010.

For the year ended 31 December 2010, the Group
recorded a turnover of RMB1,330.78 million,
representing an increase of approximately 23%
compared with 2009, and a net profit of RMB191.23
million. The board of directors recommends
the payment of a final dividend of
HK$0.11 (equivalent to RMB0.093) per
share for the year ended
31 December 2010.
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Chairman'’s Statement

Looking back at the year 2010 which we just bade goodbye, it was a mixture of good news and bad news, while

changes in the external environment took us to unprecedented tests, everyone in the Group worked as one to
overcome what difficulties that came to us such that the Group hit new highs in key operating indicators such as
contract amounts, revenue and collection of receivables; also, the Group succeeded in establishing a strategic
partnership with Seimens and has been recognized as a National-Recognized Enterprises Technology Center and a key
advanced technology enterprise of the State’s Torch Project; we were afforded the China Energy-saving Award, the
successful appraisal for technology achievements of our 0.1S grid meters and impact loading electronic power meters,
the second prize in technological advancement of the State for 2010 in respect of “key technologies and applications
in comprehensive electric power saving for large enterprises” submitted jointly with Hunan University, and the
recognition of our being “one of the first energy-saving services enterprises on record”. All these have demonstrated
the achievement of Wasion in technology innovation and system innovation. In spite of our remarkable performance
in the centralized tender of the State Grid in 2010, our profit did suffer because of market competition and changes
in product mix.
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Chairman’s Statement

is

The Group has established its strategic development in the equally important power market, non-power market and

international market for the next five years in 2010 and drawn up the road map for Wasion for the next five to ten
years; we upgraded our new corporate culture which supports our strategic achievements and defined our corporate
mission of becoming an “energy metering and energy saving expert”, our corporate vision of “continual innovation
contributing to Wasion’s centennial history”, our mottos of operation of being “perfect work with passion, and
success achieved with integrity” as well as our corporate spirit of being “cohesive, ambitious, down-to-earth and
creative”. The Group will emphasize on the development of energy efficiency management business and smart grid
business and development of the overseas market and energy-saving service market for domestic industrial
enterprises.

2011 as the beginning of Wasion ‘s third five-year plan is a year of opportunities and challenges. On one hand with
the launching of the State’s “Twelfth Five-Year Plan” with investments and constructions being made available,
business opportunities have been huge as never before for the Group; on the other hand, with the dropping of prices
of meters and rising of labour cost and the limited decrease of cost of materials, the pressure on the Group’s
profitability is also huge as never before. Therefore, the Group will effect changes in product innovation, technology
innovation, market innovation, operation innovation and thinking innovation, so that on one hand we will continue to
consolidate our power market which we are most familiar with and which is the most mature business of the Group,
and we will reasonably determine our product mix for the centralized procurement tendering, balance the proportions
of centralized tendering amount and profit to optimize the Group’s overall profit margin; on the other hand, in
respect of the management of water, gas, heat and energy efficiency, we will seize any opportunity swiftly, determine
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Chairman'’s Statement

our direction accurately and to achieve breakthrough in key areas, in particular, our energy efficiency business, and

this will be the horizon towards which the Group will move forward; the Group will speed up the birth of products
and work hard in market planning, and will operate carefully to take a vantage point for our business; in respect of
the overseas market, we will seek more collaboration with overseas partners and leverage their strengths and focus on
breakthroughs on key areas, laying a solid foundation for a cross-border development and making due preparation in
technology, products and talents.

We firmly believe that we will once again accomplish for the Group as long as we have the courage to innovate and
as long as we work honestly and pragmatically by means of technology innovation, management innovation and give
full play to our equipment and our people. It is true that we will have difficulties ahead, but we have the confidence
and the means to overcome them; it is true that we will have risks in our moving on, but we have the experience and
power to tackle them; let us move on as one to take the bull by the horns and achieve even better results for the
Group with our serious efforts and repay our shareholders for their support with brilliant results.

Yours faithfully,
Ji Wei
Chairman

Hong Kong, 28 March 2011
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6‘ Management Discussion and Analysis

FINANCIAL REVIEW
Financial Highlights

2010 2009
RMB’000 RMB'000

Turnover 1,078,165
Gross profit 485,312
Profit for the year 262,041
Total assets 3,176,027
Shareholders’ equity 2,147,875
Basic earnings per share (RMB) 0.31
Diluted earnings per share (RMB) 0.30
Key Financial Figures

2009
Gross profit margin 45%
Operating profit margin 27%
Net profit margin 24%
Return on equity 12%
Current ratio 2.47
Quick ratio 2.08
Inventory turnover period (Days) 202
Trade receivable turnover period (Days) 260
Trade payable turnover period (Days) 294
Gearing ratio 13%
Interest coverage (Profit from operations divided by finance costs) 20.03

14 Wasion Group Holdings Limited  Annual Report 2010



Management Discussion and Analysis ‘<
S

Five Year Financial Summary

2010 2009 2008 2007 2006
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Profit for the year attributable to equity

shareholders of the Company 262,041 261,530 212,896 151,736
Total assets 3,176,027 2,543,842 1,915,555 929,613
Total liabilities 1,028,152 1,158,739 692,277 343,737
Shareholders’ equity 2,147,875 1,385,103 1,223,278 585,876

Turnover Breakdown by Business Segments

2010 2009

[ Data collection terminals and
power management systems

[ Water, gas and heat meters
I Three-phase electronic power meters B single-phase electronic power meters

B cEnergy efficiency solutions
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‘ Management Discussion and Analysis
S

FINANCIAL REVIEW

Turnover
During the year under review, turnover increased by 23% to RMB1,330.78
million (2009: RMB1,078.17 million).

Gross Profit

The Group's gross profit decreased by 12% to RMB427.73 million for the
year ended 31 December 2010. Due to the pricing pressure from State Grid
centralized procurement and change in product structure, the overall gross
profit margin has dropped from 45% in 2009 to 32% in 2010.

Other Revenue and Gains
The other revenue and gains of the Group amounted to RMB54.60 million (2009: RMB13.82 million) which was mainly comprised of
gain on disposal of land and buildings located at Weiming Ningxiang Science Park, net exchange gain, bank interest income,

dividend income and refund of value-added tax.

Operating Expenses

In 2010, the Group's operating expenses amounted to RMB245.82 million (2009: RMB213.12 million). The increase in operating
expenses was mainly due to the increase in selling expenses, depreciation of production plant and expenditure on research and
development. Operating expenses accounted for 18% of the Group’s turnover in 2010, representing a decrease of 2% as compared
with 20% in 2009.

Finance Costs

For the year ended 31 December 2010, the Group's finance costs amounted to RMB27.92 million (2009: RMB14.28 million). The
increase was attributable to the increase in bank borrowings and reduction of interest on borrowings capitalised upon the
completion of the construction of new production plant.

Operating Profit
Earnings before finance costs and tax for the year ended 31 December 2010 amounted to RMB236.51 million (2009: RMB286.01
million), representing a decrease of 17% as compared with 2009.

Profit Attributable to Equity Shareholders of the Company
The profit attributable to equity shareholders of the Company for the year ended 31 December 2010 decreased by 27% to
RMB191.23 million as compared with 2009.

Capital Structure

For the year ended 31 December 2010, one director and certain employees have exercised 250,000 share options at an exercise price
of HK$2.225 and 150,000 share options at an exercise price of HK$3.200 under which the issued and fully paid share capital of the
Company has been increased by HK$4,000.

Liquidity and Financial Resources

The Group's primary sources of working capital and long-term funding needs have been cash flows from operation and financing
activities.
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Management Discussion and Analysis <‘
<

As at 31 December 2010, the Group's current assets amounted to approximately RMB2,306.75 million (2009: RMB2,053.49 million),
with cash and cash equivalents totaling approximately RMB553.53 million (2009: RMB644.67 million).

As at 31 December 2010, the Group's total bank loans amounted to approximately RMB501.33 million (2009: RMB419.21 million),
of which RMB391.33 million (2009: RMB250.21 million) will be due to repay within one year and the remaining RMB110 million (2009:
RMB169 million) will be due in the next three years. Net book value of the Group’s pledged assets for the bank loans was
approximately RMB166.27 million (2009: RMB237.27 million). In 2010, the interest rate for the Group’s bank borrowings ranged
from 2.28% to 5.85% per annum (2009: 3.75% to 5.84% per annum).

The gearing ratio (total borrowings divided by total assets) increased from 13% in 2009 to 14% in 2010 as a result of increase in the
Group's bank borrowings.

Exchange Rate Risk

Most of the businesses of the Group are settled in Renminbi, which is not freely convertible into foreign currencies. Since the amount
of foreign currency of the Group used to purchase raw materials exceeded the amount of foreign currency earned from exports, the
appreciation of Renminbi during the year did not have any adverse effect on the Group’s results. During the year under review, the
Group did not enter into any foreign exchange forward contracts or other hedging instruments to hedge against fluctuations.

Emolument Policy

As at 31 December 2010, the Group had 2,999 (2009: 2,991) staff. The staff costs (including other benefits and contributions to
defined contribution retirement plan) amounted to RMB116.91 million in 2010 (2009: RMB83.97 million). Employee remuneration is
determined on performance, experience and prevailing market conditions, with compensation policies being reviewed on a regular
basis. The aggregate amount of the emoluments of the Company’s directors was RMB4.43 million in 2010 (2009: RMB4.48 million).

The Group's employees in the PRC have enrolled in the mandatory central pension scheme operated by the State. The Group also
provides housing allowances and benefits for medicine, employment injury and retirement for its staff in the PRC in accordance with
the relevant PRC rules and regulations. The directors of the Company (the “Directors”) confirm that the Group has fulfilled its
obligations under the relevant PRC employment laws. The Group also set up the mandatory provident fund scheme for the
employees in Hong Kong.
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‘ Management Discussion and Analysis
S

Share Option Scheme

The Company has established a share option scheme to recognise and acknowledge the contributions made or will be made to the
Group by the eligible participants. The purpose of the scheme is to encourage the eligible participants to continue their contribution.
The eligible participants include any full-time or part-time employees, executives, officers, Directors (including executive, non-
executive and independent non-executive Directors), advisers, consultants, suppliers and agents of the Company or any of its
subsidiaries or invested entities, and any person who, in the opinion of the board of directors of the Company, will contribute to the
Group or have done so.

Charge on Assets
As at 31 December 2010, the pledge deposits are denominated in Renminbi as security for bills facilities granted to the Group. In
addition, certain of the Group's land and buildings are pledged to banks as security for bank loans to the Group.

Capital Commitments
As at 31 December 2010, the capital commitments in respect of the acquisition of property, plant and equipment contracted for but
not provided in the consolidated balance sheet amounted to RMB14.04 million (2009: RMB94.98 million).

Contingent Liabilities
As at 31 December 2010, the Group had no material contingent liabilities.

MARKET REVIEW

The power market of China was full of rapid changes and was stepping into consolidation in 2010. During the year, according to the
new principle of “implementing measures by provincial grid corporations under the centralization of the headquarters”, the State
Grid (“State Grid") centralized procurement of smart meters. This changed the traditional practice of organizing tenders by
headquarters and provincial grid corporations separately. Although the large-scale centralized procurement put pressure on prices, it
contributed to the consolidation of the industry, mass production and decrease in cost. State Grid undertook four tenders in 2010 in
Shanghai, Chongging, Shenyang, Lanzhou and Changsha respectively, with a total tender volume of approximately 45 million units.
Leveraging on the comprehensive strength in brand, technology, market, quality and scale, Wasion Group achieved steady and
outstanding results in all the bids, with an accumulated tender value of RMB 830 million. Among which three-phase meters
amounted to 760,000 units, representing 20% of the total tender volume and ranked the top in terms of market share. Single-phase
meters had a tender volume of 2.6 million units and ranked the second in the industry in terms of tender value and volume. The
Group continued to maintain its leading position in the three-phase meters market share while the market share in single-phase
meters rapidly increased, which further strengthened the leading position of the Group in the power field.

2010 is the beginning year of the policies of energy performance contract business in China. On 2 April 2010, the State Council of
the PRC issued the “Opinions on Accelerating the Implementation of Energy Performance Contracting to Promote the Development
of Energy Saving Service Industry”. The State also promulgated a series of policies and documents thereafter on supporting the
energy saving, emissions reduction and energy performance contract business, to further guide and carry out the implementation of
the promotion of energy performance contract in China. This marked the new era of the energy performance contract business in
the country, which eventually gained the support of governmental policies. As one of the energy saving service corporations qualified
by the National Development and Reform Commission, Wasion Group honorably received rewards of national technology
advancement among the corporations in the energy saving industry. Leveraging on its own strengths in the industry and technology,
Wasion seized opportunities for the development in the energy saving service area, and was stepping forward to the newly
established aim of becoming the “Energy Metering and Energy Saving Expert”.
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Management Discussion and Analysis <<
<

BUSINESS REVIEW

Domestic Markets

In the past year, while facing the complicated, ever-changing and competitive market, the Group emphasized on strengthening and
expanding the development of power retail business, based on the premise of ensuring the leading role in market share in the
centralized procurement of State Grid and tenders of provincial power corporations. Meanwhile, the Group also emphasized on
strengthening the business development of the non-power market, optimized sales resources structure and expanded the business
model, so as to further focus on the major industries and substantial customers in various provinces as well as to greatly enhance the
development of energy metering such as water, gas and heat, and the energy efficiency management business.

As the country’s value on energy saving and emission reduction was deepened, the testing procedures were continuously reinforced.
Governments and corporations became aware of energy saving and lowering consumption work. Based on the original energy
efficiency supervision and management business, the Group strictly followed the policies to enhance the development of self-energy-
saving technology and electricity-saving products with core ideas of energy saving technology. Meanwhile, the Group strengthened
the capacity of integrated energy saving solutions, and focused on the expansion of key areas such as energy saving in electric
machinery systems, highly reliable power saving techniques, air source heat pumps, ground source heat pumps, and energy saving in
architecture, and achieved an effective breakthrough. Energy efficiency solution business has become a new source for the Group's
income and will become the driving force for the Group’s profit growth in the future.

Electronic Power Meters

During the year under review, sales of electronic power meters remained the major source of revenue of the Group. Turnover from
sales of three-phase electronic power meters and single-phase electronic power meters for the year ended 31 December 2010
amounted to RMB486.42 million and RMB471.19 million respectively, representing an increase of 3% and 66% respectively as
compared with last year and contributed to 36% and 35% of the Group's total turnover respectively (2009: 44% and 26%
respectively). As State Grid’s centralized procurement had led to a competitive market and a change on product structure, the gross
profit margin of three-phase and single-phase meters had been dropped by different extents.

Data Collection Terminals
In 2010, revenue from sales of data collection terminals amounted to RMB260.21 million, representing an increase of 4% as
compared with last year and accounted for 20% (2009: 23%) of the Group's total turnover.

Water, Gas and Heat Meters

Smart fluid measurement market, which is represented by smart water, gas and heat meters, was satisfactory in 2010. The market
coverage expanded, customers obviously increased, and the sales structure became reasonable as compared with 2009. Although
the overall smart fluid measurement products recorded a lower sales volume than power measurement products, its potential growth
is substantial and will act as an important support for the Group's switch from power measurement to energy measurement business
in the future.

Revenue from sales of water, gas and heat meters in 2010 amounted to RMB75 million, representing an increase of 3% as compared
with last year and accounted for 6% (2009: 7%) of the Group's total turnover.

Energy Efficiency Solution

As the macro-economic situation changed in the market, the Group not only ensured the steady growth of business for traditional
measurement products, but also strived to develop high margin energy efficiency solution business. In 2010, the Group’s revenue
from energy efficiency solution business amounted to RMB 37.95 million (2009: Nil), representing 3% of the total revenue (2009:
Nil). The twelfth five-year plan of the country imposed important plans on energy saving and emission reduction, therefore the
Group put energy efficiency solution as its key development area and anticipated that it will be the Group’s business highlight in the
future.
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‘ Management Discussion and Analysis
S

International Markets

In terms of international markets, the Group has established branches in Singapore and Shenzhen to put more efforts on the
exploration of the markets in Southeast Asia and America with some new markets explored during the year, including Indonesia,
Malaysia, Philippines, Peru and Saudi Arabia. In addition, the cooperation projects on AMI technology in United States and Japan are
under smooth development, and once the pilot tests and the pilot sale are completed, the market competitiveness and the
development prospect of the Group’s AMI will be considerably improved. The prepaid keypad power meters and systems individually
developed by the Group have fully passed the STS international certification, and the ANSI meter products have also passed relevant
American certifications, which have laid a solid foundation for its next step to explore the international markets. In terms of
marketing strategy, the Group adopted the new technology-induced business mode, which further enriched the means and channels
for the Group's participation in the international markets.

Entry into a Strategic Cooperation Framework Agreement with Siemens

The Group entered into a strategic cooperation framework agreement with Siemens Ltd., China (“Siemens”) in May 2010 to conduct
research on the feasibility of undertaking the smart grid pilot projects together in China, including the execution of conducting
feasibility researches in the areas of smart power consumption, smart home, smart power transmission and smart power distribution
in the market of China. Both parties have constantly maintained close interactions on the basis of the framework agreement, and
have progressively finalized several specific cooperation intentions and projects.

Research and Development

Leveraging on the continuous innovative corporation core value, the Group focused on enhancing the research and development of
new energy efficiency products and new measurement technology. The research expenses for 2010 (including the capitalization part)
was approximately RMB88.38 million (2009: RMB85.60 million), representing 6.6% of the total turnover of the Group (2009: 7.9%).

In 2010, the technology research center of the Group has been regarded as a National-recognized Enterprises Technology Center,
and has also been valued as a “Key Hi-tech Enterprise” under State Torch Program. Two programs of the Group, “Digital Power
Meters Under Smart Grid” and Advanced Metering Infrastructure (“AMI"), have been selected as 2010 State Torch Program projects.
In 2010, the Group's “Sizable Enterprises Comprehensive Energy Saving Key Technology and Applications” has been awarded “2010
2nd Class National Award of Science Advancement”, with two items being awarded by provincial authorities. Five new products,
ultra-sound heat meters and distribution of continuous dynamic reactive power generator etc. have passed the provincial-level
technology results identification or been awarded by provincial-level outstanding new products. In 2010, the Group has been
granted a total of 85 new patents and among which 4 are invention patents, and was responsible for drafting and announced the
first “digital power meters” standard in the industry pursuant to provincial-level standards. The self-developed American ANSI power
meter series has also received certificate from American MET Laboratories, and keypad three-phase meter has passed the certification
of South African STS Association.

In 2010, the Group's subsidiary Changsha Weisheng Energy Industrial Technology Company Limited has been awarded as the
“Enterprise with the Greatest Developing Potential in the Energy Saving Service Industry in China” and the “National Energy Saving
Contribution Awards”. Another subsidiary of the Group Hunan Weiming Technology Company Limited has been granted three
awards, “Top Ten Enterprise of Innovative Technology”, “Top Ten Enterprise of Comprehensive Strength” and “Most Influential
Brand” for smart water meters. These fully demonstrated the results and strengths of Wasion Group in the new business areas.

The Group's enhanced and continuous innovative power, together with the promotion of new technology and new products will
greatly boost business growth of the Group in the future, and will also guarantee steady profits for the Group.

20 Wasion Group Holdings Limited  Annual Report 2010



Management Discussion and Analysis <<
<

PROSPECT

2011 is the first year of China’s “twelfth five-year plan”, under which the country will promote the construction of smart energy
network which covers water, electricity, gas and heat in full gear, ramp up society-wide efforts on energy saving and emission
reduction, and focus on the development of energy saving service industry. The Group will capitalize on the opportunity and push
forward overall development of all business fields. In addition, with the emergence of a global smart grid, the Group will initiate new
strategies for its overseas business, highlight reinforcement of strategic alliance while attaching importance to existing market and
channel expansion, and accelerate its exploration in the international market with the assistance from strategic partners.

Power grid companies, led by State Grid, will keep scaling up the application of smart meters in 2011. It is estimated that market
demand for smart meters will exceed 50 million units while the demand for data collection terminals will remain strong. As further
emphasis will be placed on product quality and service capability, procurement price will be climbing up steadily. Moreover, power
grid companies will be committed to the advance of smart grid pilot and demonstration projects in 2011 and the Group will step up
its efforts to participate in these pilot programs in the field of smart power distribution and smart power consumption, from which it
will be benefited by leveraging on its leading technology position in the power metering field and advantages in the power industry.

As identified in Document No.1 relating to the “Decision on Expediting the Reform and Development of Water Conservancy”
promulgated by the State Council on 29 January 2011, the strategic positioning of water conservancy under the new situation has
been affirmed and initiatives such as aggressive promotion of water price reform, reasonable adjustments on urban water prices and
steady implementation of escalating fee-charging scale for water pricing were articulated. While smart water meters are essential for
water metering under escalating water pricing scheme, it could be interpreted as huge potential in the smart water metering market
for Wasion Group. The Group will seize the opportunity arising from the evolvement of smart water metering and water resources
management and commit itself in developing more competitive products and solutions, in order to grow into a high-end supplier in
China’s smart water metering service industry.

In terms of gas metering market, since natural gas is enjoying increasing popularity throughout the country coupled with nationwide
promotion of the clean energy, the demand for smart gas meters will also be pushed up. Wasion Group has successfully engaged in
significant partnership with large gas companies including Kunlun Gas and China Gas on account of its supreme systematic
solutions. The Group will consider the cooperative opportunity as a breakthrough and increase its market share in the smart gas
metering market rapidly.

In terms of heat metering market, on one hand, the Group will intensify heat metering market expansion backed by mandatory
implementation of heat charging fee on a per household basis, and on the other hand, integrate energy efficiency management
technology with energy performance contract business, proactively develop energy saving products and energy saving business in
the heat supply field and turn them into major business growth engines of the Group in the future.

Government policies on energy saving service industry were announced last year and 2011 will mark as the first year of actual
implementation. Based on the preliminary preparation and experience, Wasion Group sets its target on industrial energy saving
market and aims to build up core competence in energy consumption monitor and assessment, energy saving technology and
products and distributed renewable energy in order to promote the continuous development of the Group's energy efficiency
management business.

Looking into the future, we are facing huge business opportunities provided by the initiatives on energy saving and emissions
reduction. With the huge domestic and international demand and opportunities, the Group will adhere to the core value of “Perfect
work with Passion, and Success achieved with Integrity” and the corporate mission of becoming an “Energy Metering and Energy
Saving Expert” and leverage on the operating theory of “achieving mutual success through innovation and dedication” to progress
towards the established strategic objective of focusing on three markets, namely the domestic power industry market, the domestic
non-power industry market and the international market.
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Biographical Details of Directors and Senior Management

DIRECTORS

Executive Directors

Mr. Ji Wei (£ %), aged 54, is an executive Director, the chairman of the Company and the founder of the Group. Mr. Ji obtained a
master degree in business administration from the University of Northern Virginia in June 2005. Mr. Ji is responsible for the Group’s
overall strategic planning and the formulation of corporate policies and has over 26 years of experience in management. Prior to
founding the Group in 2000, Mr. Ji was a business manager of Hunan Province Minerals Import and Export Company (% A&
i A2 7)) between 1980 and 1985 and the import and export manager of Hunan International Economic Development (Group)
Company (HFEEBIRAEME (£@) Q7)) between 1985 and 1989. Mr. Ji is also a director of each of Hunan Willfar
Information Technology Co., Ltd. (#if E& {2 S35 A PR 2 7)) (“Hunan Willfar”), Hunan Classic Investment Co., Ltd. (4R 4CE3E &
AMRAR]) (“Hunan Classic”), Changsha Weihua Property Development Co., Ltd. (R EZEE %GR A 7)) (“Weihua Property”) and
Changsha Weizhong Chemical Machinery Co., Ltd. (KB E L TH#M AR A R]) ("Weizhong Machinery”). Mr. Ji was appointed as
an executive Director with effect from 20 July 2004. Mr. Ji was appointed as a member of the Chinese People’s Political Consultative
Conference of Hunan Province in 2007. He was also awarded with the honourary titles of “Excellent Entrepreneur Supporting
Chinese Communist Party” and “Excellent Entrepreneur of Changsha Hi Tech Zone"” in 2008.

Ms. Cao Zhao Hui (E&i#§), aged 43, is an executive Director and the chief executive officer of the Company. Ms. Cao graduated
from Hunan Commerce College in financial accounting and obtained a degree in Economics from the Hunan Financial and Economic
College. Ms. Cao was employed as the director of finance with Hunan Weisheng Electronics Co., Ltd. (#f B E T AR A7) (“Hunan
Weisheng”) between 1998 and 2000. She joined the Group in 2000 and was the director of finance and the director of the general
manager’s office from 2000 to 2003. She was appointed as a director of Changsha Weisheng Electronics Co., Ltd. (R BB ETH
fR 2 7]) (“Changsha Weisheng”) in March 2004 and as an executive Director in March 2005. Ms. Cao is also a director of each of
Hunan Willfar, Weihua Property, Weizhong Machinery and Hunan Classic. Ms. Cao was appointed as the executive Director with
effect from 3 March 2005. Ms. Cao was accredited the honor of “Woman Pioneer” and “Excellent Entrepreneur” of Changsha in
2005. Ms. Cao was appointed as a member of the Chinese People’s Political Consultative Conference of Changsha in 2007. She was
also awarded with the honourary titles of “Star of Woman Venturer” and “Excellent Entrepreneur of Changsha Hi Tech Zone"” in
2008.

Mr. Zeng Xin (&3), aged 41, is an executive Director and the vice president. Mr. Zeng graduated from the State Security
Technology University with a degree in system engineering in 1992. During 1992 to 1993, he studied in the Qinghua University for a
postgraduate degree programme. In 1995, Mr. Zeng obtained a master degree in engineering from the China Academy of Space
Technology (F Bl Z=EH T 7tPt) and participated in several research projects in the China Academy of Space Technology (F EIz=
TR ZERT) during his studies and after graduation. Mr. Zeng worked with Hunan Weisheng as a system engineer, vice-director
of research, director of research and director of system between 1995 and 1999 and as the general manager with Hunan Willfar
between 1999 and July 2004, and a director from December 1999 to January 2005. Mr. Zeng joined the Group in July 2004 and
was appointed as an executive Director with effect from 1 September 2005.

Ms. Zheng Xiao Ping (#8/)N¥), aged 48, is an executive Director, the chief engineer and the director of quality control. Ms. Zheng
graduated from the Taiyuan University of Technology with a degree in industrial automation. She obtained a master degree in
engineering from the North China Institute of Technology. Between 1987 and 1988, Ms. Zheng was a teaching assistant at the
Taiyuan University of Technology. She lectured at the Taiyuan University of Technology between 1988 and 1993 and was appointed
as the research director of Hunan Weisheng from 1993 to 2000 being responsible for the research and development work. She
joined the Group in 2000 and was responsible for the research and development work of the Company. Ms. Zheng was appointed
as the executive Director with effect from 1 September 2005. Ms. Zheng was appointed as a director of Changsha Weisheng in
March 2004 and an executive director in September 2005. Ms. Zheng was awarded the “Technical Expert with Outstanding
Achievement” in 1998 and 2000 respectively by the Changsha High and New Technological Development Zone. In 2003, Ms. Zheng
was awarded as an “Individual with Advanced Technology Creation in Hunan” by the Hunan Economic and Trade Committee. She
was also awarded with the honourary titles of “Excellent Entrepreneur of Changsha Hi Tech Zone”, “Legendary Women Pioneer
Individual” and “Ten Most Outstanding Women of Changsha” in 2008. Ms. Zheng is the spouse of Mr. Wang Xue Xin.
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Mr. Wang Xue Xin (E£15), aged 49, is an executive Director and the general manager of International marketing of the
Company. Mr. Wang obtained a master degree in automation from the Harbin Industrial University in 1987 and was certified as a
senior engineer. Mr. Wang lectured at the Taiyuan University of Technology between 1987 and 1990 and was the director of the
development team of Taiyuan University of Technology Technological Development Company from 1990 to 1993. Mr. Wang worked
as the engineer and the deputy manager of Hunan Weisheng from 1993 to 2000. Mr. Wang joined the Group in 2000 and is
responsible for carrying out the research and development functions of the Group. Mr. Wang obtained the Changsha Award for
Scientific Advancement and Elite Expert of Changsha in 1998 and 2003 respectively. Mr. Wang was a director of Hunan Willfar from
February 2000 to January 2005, a director of Hunan Weike Power Meters Company Limited from May 2002 to January 2005 and a
director of Hunan Weiming Technology Co., Ltd. from May 2002 to May 2004. Mr. Wang was appointed as an executive Director
with effect from 3 March 2005. Mr. Wang is the spouse of Ms. Zheng Xiao Ping.

Mr. Liao Xue Dong (B ), aged 49, is an executive Director and the director of risk management. Mr. Liao graduated from the
Central South University with a degree in mechanical equipment. Mr. Liao has worked with Hunan International Economic
Development (Group) Company (#iFg4 BB AERZE (@) A7) and Hunan Weisheng prior to joining the Group in 2000. Mr.
Liao was appointed as an executive Director with effect from 1 September 2005 and the director of risk management in 2010.

Independent Non-Executive Directors

Mr. Wu Jin Ming (R €8), aged 48, is an independent non-executive Director. Mr. Wu graduated from the Agricultural University
of Hunan in 1986 with a degree in agricultural economics and undertook further studies in 1987 in economics at the Wuhan
University. Mr. Wu was an assistant professor, a vice-dean and a lecturer at the faculty of economics of the Agricultural University of
Hunan. He was a visiting scholar at the Shiga University of Japan. Mr. Wu has been a professor of the College of Commerce of the
Central South University since 2001 and is now the instructor of doctorial students and doctors of economics. Mr. Wu was a member
of the Chinese People’s Political Consultative conference of Hunan Province in 2003 and was appointed as the advisory consultant as
regards the decisions on substantial projects of the Hunan provincial government in June 2004. Mr. Wu was appointed as an
independent non-executive Director in September 2005.

Mr. Pan Yuan (%1E), aged 78, is an independent non-executive Director. Mr. Pan graduated from the Electricity Faculty of the
Central China Industrial College (¥R T 267 % 1 &) and worked in the Second Ministry of Mechanical Industry (55 —#4#% T %3f)
401 Institute, 585 Institute and at the China Academy of Sciences and was a researcher, a teaching assistant and a director of the
academic study of the Institute of Plasma Science and Technology of the China Academy of Sciences. Mr. Pan was a visiting scholar
at the European United Tokamak Fusion Centre and at the Fusion Centre of the University of Texas. Mr. Pan was appointed as an
academician of the China Engineering Institute (FE T2Z0t) in 1997. Mr. Pan is currently a professor at the Central China
Technical University ZEFRRHZAER), a mentor for doctorate students and the honourary dean of the Electricity and Electronic
Engineering College and the vice-director of the academic committee of the Central China Technical University. Mr. Pan was
responsible for researching on the theory and the new application on the improvement of tokamak magnetic confinement
performance (MEHRH 7 S8 TIEMA R MEEMITIERMITAT), a major project sponsored by the National Natural Science
Fund. Mr. Pan was appointed as an independent non-executive Director in September 2005.

Mr. Hui Wing Kuen (5F7k#), aged 63, is an independent non-executive Director. Mr. Hui has extensive experience in taxation and
financial management. Mr. Hui worked in the Inland Revenue Department of Hong Kong for more than 24 years and was an
assistant commissioner at his retirement in 1995. Mr. Hui is a member of the Taxation Institute of Australia, the Australian Society of
Certified Practising Accountants, the Association of Chartered Certified Accountants, the Hong Kong Institute of Certified Public
Accountants and the Hong Kong Institute of Company Secretaries. Mr. Hui was appointed as an independent non-executive Director
in September 2005.
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SENIOR MANAGEMENT OF THE GROUP

Mr. Huang Qing (&), aged 44, graduated from the Wuhan Industrial College (&% T ¥ £t) with a degree in computer
accounting (E&TEH k). Between 1988 and 1997, Mr. Huang was the finance manager of Hunan International and he was the
finance manager of Hunan Weisheng between 1997 and 2000. He joined Changsha Weisheng as a sales manager in 2000 and is
responsible for carrying out the sales functions of the Group. He began as being responsible for the preparation and construction
work for Wasion Science and Technology Park in 2006, and was appointed as the chief operating officer of the Group in 2009.

Mr. Feng Xijun (5 Z &), aged 44, obtained a master degree in mechanics from the Shanxi Mining Industry College (LLIPETE 3 £55r).
He was an industrial safety engineer of coal mines of the Shanxi Taiyuan Xishan Mining Bureau and was the deputy director and a
director of Shanxi Power Company High and New Technology Development Company Research Institute and the deputy general
manager of Hunan Willfar. Mr. Feng joined the Group in 2004 and was the deputy general manager of Changsha Weisheng
Information Technology Company Limited. He was appointed as the director of development of the Group in 2009.

Ms. Li Hong (Z=38), aged 36, obtained EMBA from the People’s University of China (FB AR KE). She joined the Company in
1994, and was the manager of public relations and company secretarial department, the manager of human resources department
and the director of human resources of the Company. She was awarded the “Outstanding HR Manager in China” as rated by China
Human Resources annually in 2007 and 2008, Third Class Award of Brilliant Personnel in Changsha City Personnel System, a “Brilliant
Personnel” for Ideology Promotion in Changsha City and one of the representatives for the new social stratum in Changsha City.

Mr. Choi Wai Lung Edward (%%4{28E), aged 42, is the financial controller and company secretary of the Company. Mr. Choi is a

fellow member of the Hong Kong Institute of Certified Public Accountants and the Association of Chartered Certified Accountants
with over 20 years of experience in accounting, auditing and finance.
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Directors’ Report

The directors present their annual report and the audited consolidated financial statements of the Group for the year ended 31
December 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal subsidiaries are set out in note 33 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2010 are set out in the consolidated statement of comprehensive income

on page 42 of the annual report. No interim dividend was paid to the shareholders during the year.

The directors recommend the payment of a final dividend, of HK$0.11 (equivalent to RMB0.093) per share to the shareholders on
the register of members on 24 May 2011.

FIXED ASSETS
During the year, the Group transferred investment property from property, plant and equipment at a carrying amount of

RMB9,180,000.

Details of movements in the property, plant and equipment and investment property of the Group during the year are set out in
notes 13 and 14 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company during the year are set out in note 24 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders as at 31 December 2010 comprised the merger reserve and
retained profits of RMB94,753,000 in aggregate.

DIRECTORS

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

Executive directors:

Ji Wei (Chairman)

Cao Zhao Hui (Chief Executive Officer)
Zeng Xin

Zheng Xiao Ping

Wang Xue Xin

Liao Xue Dong
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Independent non-executive directors:
Wu Jin Ming

Pan Yuan

Hui Wing Kuen

In accordance with article 87 of the Articles of Association of the Company (the “Articles”), one-third of the directors for the time
being shall retire from office by rotation at each annual general meeting of the Company provided that every director shall be subject
to retirement at least once every three years. Ms. Cao Zhao Hui and Mr. Zeng Xin, the executive directors and Mr. Wu Jin Ming, the
independent non-executive director, shall retire from their offices at the Annual General Meeting and shall be eligible to offer
themselves for re-election pursuant to articles 87 and 88 of the Articles of Association of the Company.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2010, the interests of the directors and their associates in the shares and underlying shares of the Company and its
associated corporations, as recorded in the register maintained by the Company pursuant to Section 352 of the Securities and
Futures Ordinance (“SFO"), or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers, were as follows:

Long positions
(@)  Ordinary shares of HK$0.01 each of the Company
Percentage of

Number of issued the issued share

ordinary shares capital of the

Name of director Capacity held Company
Ji Wei Interest of controlled corporation (Note 1) 468,888,388 50.48%
Wang Xue Xin Beneficial owner (Note 2) 912,000 0.10%
Cao Zhao Hui Beneficial owner 400,000 0.04%
Zeng Xin Beneficial owner 500,000 0.05%
Zheng Xiao Ping Beneficial owner (Note 2) 912,000 0.10%
Liao Xue Dong Beneficial owner 400,000 0.04%
Hui Wing Kuen Beneficial owner 410,000 0.04%
Pan Yan Beneficial owner 100,000 0.01%
Wu Jin Ming Beneficial owner 100,000 0.01%

Notes:

(1) The shares are held by Star Treasure Investments Holdings Limited (“Star Treasure”), a company incorporated in the British Virgin Islands,
the entire issued share capital of which is beneficially owned by Mr. Ji Wei.

(2) 512,000 shares and 400,000 shares are held by Mr. Wang Xue Xin and Ms. Zheng Xiao Ping respectively. Ms. Zheng Xiao Ping is the
spouse of Mr. Wang Xue Xin.

28 Wasion Group Holdings Limited  Annual Report 2010



Directors’ Report &\

(b) Share options

Number of Percentage

options to Number of of the issued

subscribe Underlying share capital of

Name of Director for shares Capacity ordinary shares the Company
Wang Xue Xin 1,900,000 Beneficial owner 1,900,000 0.20%
Cao Zhao Hui 1,600,000 Beneficial owner 1,600,000 0.17%
Zeng Xin 1,500,000 Beneficial owner 1,500,000 0.16%
Zheng Xiao Ping 1,600,000 Beneficial owner 1,600,000 0.17%
Liao Xue Dong 1,200,000 Beneficial owner 1,200,000 0.13%
Hui Wing Kuen 200,000 Beneficial owner 200,000 0.02%
Pan Yuan 100,000 Beneficial owner 100,000 0.01%
Wu Jin Ming 100,000 Beneficial owner 100,000 0.01%

Other than as disclosed above, none of the directors, chief executives nor their associates had any interest or short positions in any
shares or underlying shares of the Company or any of its associated corporations, as recorded in the register required to be kept
under section 352 of the SFO or otherwise notified to the Company pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies as at 31 December 2010.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors and independent non-executive directors entered into service agreements with the Company for a
term of three years and one year respectively and either the Company or the executive director/independent non-executive director
may terminate the appointment by giving the other a prior notice of three months in writing before its expiration.

Other than as disclosed above, none of the directors being proposed for re-election at the forthcoming annual general meeting has

a service agreement with the Company which is not determinable by the Company within one year without payment of
compensation, other than statutory compensation.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, the register of substantial shareholders maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed in the section headed “Directors’ interests in shares and underlying shares” above, the
following shareholders had notified the Company of relevant interests in the issued share capital of the Company.

Long positions — Ordinary shares of HK$0.01 each of the Company

Number of Percentage of the

issued ordinary issued capital

Name of shareholder Capacity shares held of the Company
Ji Wei Interest in controlled corporation 468,888,888 50.48%
Star Treasure Beneficial owner 468,888,888 50.48%

Other than as disclosed above, the Company has not been notified of any other relevant interests or short positions in the issued
share capital of the Company as at 31 December 2010.

ARRANGEMENT TO PURCHASE SHARES OR DEBENTURES

Save as disclosed under the section headed “Share options”, at no time during the year was the Company, its holding company, or
any of its subsidiaries, a party to any arrangements to enable the directors of the Company to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance, to which the Company, its holding company or any of its subsidiaries was a party and in which a director
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.
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Particulars of the Company’s share option scheme are set out in note 26 to the consolidated financial statements.

The following table disclosed movements in the Company'’s share options during the year:

. Share price
Number of share options Exercise  of the Company
Name and As at Exercised As at price of as at the date
category of 1January  duringthe  31December  Date of grantof  Vesting period of Exercise period of share of grant of
participation 2010 year 2010  share options share options share options options*  share options**
Directors
Wang Xue Xin 1,900,000 — 1,900,000 23 February 2006 23 February 2006 to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Cao Zhao Hui 1,600,000 — 1,600,000 23 February2006 23 February 2006to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Zeng Xin 1,500,000 — 1,500,000 23 February 2006 23 February 2006 to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Zheng Xiao Ping 1,600,000 — 1,600,000 23 February 2006 23 February 2006 to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Liao Xue Dong 1,200,000 — 1,200,000 23 February 2006 23 February 2006 to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Hui Wing Kuen 300,000 (100,000) 200,000 23 February 2006 23 February 2006to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Pan Yuan 100,000 — 100,000 23 February 2006 23 February 2006 to 23 February 2008 to 2225 2225
22 February 2008 22 February 2016
Wu Jing Ming 100,000 — 100,000 23 February 2006 23 February 2006to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Sub-total 8,300,000 (100,000) 8,200,000
Other employees 5,023,000 (150,000) 4,873,000 23 February 2006 23 February 2006 to 23 February 2008 to 2.225 2.225
22 February 2008 22 February 2016
Other employees 3,060,000 (25,000 3,035,000 7 February 2007 7 February 2007 to 7 February 2009 to 3.200 3.200
6 February 2009 6 February 2017
Other employees 7,000,000 (125,000) 6,875,000 7 February 2007 7 February 2007 to 7 February 2010 to 3.200 3.200
6 February 2010 6 February 2017
Sub-total 15,083,000 (300,000) 14,783,000
Total 23,383,000 (400,000) 22,983,000
* The exercise price of share options is subject to adjustment made in respect of the alteration in capital structure of the Company.
x* The share price of the Company as at the date of the grant of share options was the closing price as quoted on the Stock Exchange of the

trading day on the date of the grant of share options.

Save as disclosed above, at no time during the year was the Company or any of its subsidiaries a party to any arrangement to enable

the directors or chief executive of the Company to acquire benefits by means of acquisition of shares in or debentures of the

Company or any other body corporate.
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SHARE AWARDS

The share award plan (the “Share Award Plan”) of the Company was adopted by the Board on 10 October 2008. The Share Award
Plan became effective on 10 October 2009 and, unless otherwise terminated or amended, will remain in force for 10 years. Eligible
employees, but not directors, are entitled to participate in the Plan.

The purpose of the Share Award Plan is to recognise and reward the contribution of the employees to the growth and development
of the Group through an award of shares of the Company. Under the Share Award Plan, the Board may, from time to time, at its
absolute discretion and subject to such terms and conditions as it may think fit select an employee for participation in the Scheme
and determine the number of shares to be awarded. The Board shall not grant any award of shares which would result in the total
number of shares which are the subject of awards granted by the Board under the Scheme (but not counting any which have lapsed
or have been forfeited) exceed 2% of the total number of issued shares as at the beginning of that financial year.

As announced by the Company on 21 July 2009, the Share Award Plan was terminated by the Board as it would increase the
administration burden and affect the Company’s preparation of its consolidated financial statement as the Company will be required
to comply with several PRC regulations. Since no shares award has ever been awarded to any eligible employee since the adoption of
the Share Award Plan, and taking into account that the Share Award Plan may not be an efficient method to reward and provide
incentive to the employees of the Group, the Board considered it is in the best interests of the Company to terminate the Share
Award Plan.

The balance of the plan asset upon the termination has been dealt with in accordance with the terms of the Share Award Plan and
the net proceeds has been returned to the Company.

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 3.13 of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”). The Company
considers that all of the independent non-executive directors are independent.

CORPORATE GOVERNANCE

The Company is committed to maintain the high standard of corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the Corporate Governance Report on pages 34 to 40 of the annual
report.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the year ended 31 December 2010, the Company has repurchased its listed shares on the Stock Exchange and the details are
as below:

Number of Highest Lowest Total

shares price per price per Consideration

Month of repurchase repurchased share share Paid
HK$ HK$ HK$

January 2010 1,500,000 5.30 5.08 7,820,280
June 2010 1,288,000 4.65 4.45 5,845,300
2,788,000 13,665,580

The repurchased shares were cancelled and accordingly, the issued share capital of the Company was reduced by the nominal value
of these shares.

Save as disclosed above, there was no purchase, sale or redemption by the Company, or any of its subsidiaries, of the listed securities
of the Company during the year.
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PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five largest customers and the aggregate purchases attributable to
the Group’s five largest suppliers accounted for less than 30% of the Group’s total sales and total purchases of the Group
respectively.

None of the directors, their associates or any shareholders of the Company which, to the knowledge of the directors, owned more
than 5% of the Company’s issued share capital, had any interest in any of the five largest customers or suppliers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the directors of the Company, there
was a sufficient prescribed public float of the issued shares of the Company under the Listing Rules throughout the year ended 31
December 2010.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for the past five financial years is set out on page 98 of the
annual report.

AUDIT COMMITTEE

The audit committee has reviewed the consolidated financial statements of the Group for the year ended 31 December 2010.

AUDITOR

A resolution will be submitted to the forthcoming annual general meeting to re-appoint Messers. Deloitte Touche Tohmatsu as
auditor of the Company.

On behalf of the Board

Ji Wei
CHAIRMAN

Hong Kong
28 March 2011
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The Company recognises the importance of good corporate governance to the Company’s healthy growth and has devoted
considerable efforts to identifying and formulating corporate governance practices appropriate to the needs of its business.

The Company’s corporate governance practices are based on the principles (“Principles”), code provisions (“Code Provisions”) as set
out in the Code on Corporate Governance Practices (“CG Code”) contained in Appendix 14 of the Listing Rules. The Company has
applied the Principles and the Code Provisions as set out in the CG Code and complied with all of the Code Provisions. The Company
regularly reviews its organisational structure to ensure that operations are conducted in accordance with the standards of the CG
Code.

The Company wishes to highlight the importance of its Board in ensuring effective leadership and control of the Company and
transparency and accountability of all operations.

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

THE BOARD

Responsibilities

The overall management of the Company’s business is vested in the Board, which assumes the responsibility for leadership and
control of the Company and is collectively responsible for promoting the success of the Company by directing and supervising its
affairs. All Directors should take decisions objectively in the interests of the Company.

The Board reserves for its decisions on all major matters of the Company, including: the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk management systems, material transactions (in particular those may
involve conflict of interests), financial information, appointment of Directors and other significant financial and operational matters.

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

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

The day-to-day management, administration and operation of the Company are delegated to the chief executive officer of the
Company (the “Chief Executive Officer”) and the senior management. The delegated functions and work tasks are periodically
reviewed. Approval has to be obtained from the Board prior to any significant transactions entered into by the abovementioned
officers.

The Board has the full support of the Chief Executive Officer and the senior management to discharge its responsibilities.
Composition
The composition of the Board ensures a balance of skills and experience necessary for its independent judgement and fulfilling its

business needs.

The Board currently comprises nine members, consisting of six executive Directors and three independent non-executive Directors.
Their biographical details are set out on pages 24 to 26 of this annual report.
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The Board of the Company comprises the following Directors:

Executive Directors:
Ji Wei, chairman of the Board (the “Chairman”) and nomination committee of the Company (the “Nomination Committee”), and
member of remuneration committee of the Company (the “Remuneration Committee”)

Cao Zhao Hui
Zeng Xin

Zheng Xiao Ping
Wang Xue Xin
Liao Xue Dong

Independent Non-executive Directors:
Hui Wing Kuen, chairman of audit committee of the Company (the “Audit Committee”) and Remuneration Committee, and
member of Nomination Committee

Wu Jin Ming, member of Audit Committee, Remuneration Committee and Nomination Committee
Pan Yuan, member of Audit Committee

The list of Directors (by category) is also disclosed in all corporate communications issued by the Company pursuant to the Listing
Rules from time to time.

During the year under review, the Board at all times met the requirements of the Listing Rules relating to the appointment of at least
three independent non-executive Directors with at least one independent non-executive Director possessing appropriate professional
qualifications, or accounting or related financial management expertise.

The Company has received written annual confirmation from each independent non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all independent non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing Rules.

The independent non-executive Directors bring a wide range of technical, business and financial expertise, experiences and
independent judgement to the Board. Through their active participation in Board meetings, taking the lead in managing issues
involving potential conflict of interests and serving on Board committees, all independent non-executive Directors make various
contributions to the effective direction of the Company.

Appointment and Succession Planning of Directors
The Company has established formal, considered and transparent procedures for the appointment and succession planning of
directors.

Each of the executive Directors is engaged in a service contract for a term of three years. The appointment may be terminated by not
less than three months’ written notice. All the independent non-executive Directors are appointed for a specific term. The terms of
their appointments are as follows:

Hui Wing Kuen : uptothe 2011 annual general meeting
Wu Jin Ming : uptothe 2011 annual general meeting
Pan Yuan :uptothe 2011 annual general meeting

Pursuant to the Articles, all Directors are subject to retirement by rotation once every three years and any new Director appointed to
fill a causal vacancy or as an addition to the Board shall submit himself/herself for re-election by shareholders at the next following
general meeting and the next following annual general meeting respectively.
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Training for Directors

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

There are also arrangements in place for providing continuing briefing and professional development to Directors whenever
necessary.

Board Meetings

Number of Meetings and Directors’ Attendance

In 2010, the Company has held five board meetings. The Company will endeavour to hold at least four regular board meetings a
year.

The attendance of the Directors at board meetings held during the year is set out below:

Attendance/
Directors Number of Meetings
Executive Directors:
Ji Wei (Chairman) 5/5
Cao Zhao Hui 5/5
Zeng Xin 4/5
Zheng Xiao Ping 4/5
Wang Xue Xin 4/5
Liao Xue Dong 4/5
Independent Non-Executive Directors:
Hui Wing Kuen 4/5
Wu Jin Ming 4/5
Pan Yuan 4/5

Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting are normally made available to Directors in advance.

Notices of regular Board meetings are served to all Directors at least 14 days before the meetings. For other Board and committee
meetings, reasonable notice is generally given.

Agenda and Board papers together with all appropriate, complete and reliable information are sent to all Directors at least 3 days
before each Board meeting or committee meeting to keep the Directors appraised of the latest developments and financial position
of the Company and to enable them to make informed decisions. The Board and each Director also have separate and independent
access to the senior management whenever necessary.

The Chief Executive Officer, chief financial officer and company secretary of the Company attend all regular Board meetings and

when necessary, other Board and committee meetings to advise on business developments, financial and accounting matters,
statutory compliance, corporate governance and other major aspects of the Company.
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Minutes of all Board meetings and committee meetings are kept by the company secretary of the Company. Draft minutes are
normally circulated to Directors for comment within a reasonable time after each meeting and the final version is open for Directors’
inspection.

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company fully supports the division of responsibility between the Chairman of the Board and the Chief Executive Officer to
ensure a balance of power and authority. So, the posts of the Chairman and Chief Executive Officer are held separately by Mr. Ji Wei
and Ms. Cao Zhao Hui respectively. Their respective responsibilities are clearly defined and set out in writing.

The Chairman provides leadership and is responsible for the effective functioning of the Board in accordance with good corporate
governance practices. With support of the senior management, the Chairman is also responsible for ensuring that the Directors
receive adequate, complete and reliable information in a timely manner and appropriate briefing on issues arising at the Board
meetings.

The Chief Executive Officer focuses on implementing objectives, policies and strategies approved and delegated by the Board. She is
in charge of the Company’s day-to-day management and operations. The Chief Executive Officer is also responsible for developing
strategic plans and formulating the organizational structure, control systems and internal procedures and processes for the Board’s
approval.

COMMITTEES

The Board has established three committees, namely, the Nomination Committee, the Remuneration Committee and the Audit
Committee, for overseeing particular aspects of the Company’s affairs. All Committees of the Company are established with defined
written terms of reference. The terms of reference of the Committees will be posted on the Company’s website and are available
upon request.

The majority of the members of each Committee are independent non-executive Directors and the list of the chairman and members
of each Committee is set out under “Composition” of this report on pages 34 to 35.

The Committees are provided with sufficient resources to discharge their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the Company’s expenses.
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NOMINATION COMMITTEE

The principal duties of the Nomination Committee include reviewing the Board composition, developing and formulating relevant
procedures for nomination and appointment of Directors, making recommendations to the Board on the appointment and
succession planning of Directors, and assessment of the independence of the independent non-executive Directors.

The Nomination Committee carries out the process of selecting and recommending candidates for directorships by making reference
to the skills, experience, professional knowledge, personal integrity and time commitments of such individuals, the Company’s needs
and other relevant statutory requirements and regulations. An external recruitment agency may be engaged to carry out the
recruitment and selection process when necessary.

Two Nomination Committee meetings have been held during the year to review the structure, size and composition of the Board to
ensure that it has a balance of expertise, skills and experience appropriate to the requirements of the business of the Company.

The attendance of individual members at Nomination Committee meetings held during the year is set out below:

Attendance/
Number of Meetings

Ji Wei (Chairman) 2/2
Hui Wing Kuen 2/2
Wau Jin Ming 2/2

In accordance with the Articles, Ms. Cao Zhao Hui, Mr. Zeng Xin and Mr. Wu Jin Ming shall retire by rotation and being eligible,
offer themselves for re-election at the next forthcoming annual general meeting.

The Nomination Committee recommended the re-appointment of the Directors standing for re-election at the next forthcoming
annual general meeting of the Company.

REMUNERATION COMMITTEE

The primary objectives of the Remuneration Committee include establishing a formal and transparent procedure for developing
policies for the remuneration of the executive Directors and for fixing the remuneration packages of all Directors and the senior
management. The Remuneration Committee is also responsible for ensuring the remuneration packages which are sufficient to
attract and retain the Directors for running the Company successfully; to avoid over-paying and to ensure that no Director or any of
his/her associates will participate in deciding his/her own remuneration, which remuneration will be determined by reference to the
performance of the individual and the Company as well as market practice and conditions.

The Remuneration Committee normally meets towards the end of each year for reviewing the remuneration policy and structure and
determination of the annual remuneration packages of the executive Directors and the senior management and other related
matters. The human resources department is responsible for collection and administration of the human resources data and making
recommendations to the remuneration committee for consideration. The Remuneration Committee shall consult the Chairman about
these recommendations on remuneration policy and structure and remuneration packages.
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Two Remuneration Committee meetings have been held during the year to review the remuneration policy and structure of the
Company and remuneration packages of the executive Directors and the senior management.

The attendance of individual members at Remuneration Committee meetings held during the year is set out below:

Attendance/
Number of Meetings

Hui Wing Kuen (Chairman) 2/2
Ji Wei 2/2
Wu Jin Ming 2/2

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive Directors (including one independent non-executive Director who
possesses the appropriate professional qualifications or accounting or related financial management expertise). None of the members
of the Audit Committee is a former partner of the Company’s existing external auditors.

The main duties of the Audit Committee include the followings:

(@)  To review the financial statements and reports and consider any significant or unusual items raised by the qualified
accountant, compliance officer (if any) or external auditors before submission to the Board.

(b)  To review the relationship with the external auditors by reference to the work performed by the auditors, their fees and terms
of engagement, and make recommendation to the Board on the appointment, reappointment and removal of external

auditors.

(0 To review the adequacy and effectiveness of the Company’s financial reporting system, internal control system and risk
management system and associated procedures.

The Audit Committee held two meetings during the year to review the financial results and reports, financial reporting and
compliance procedures, and the re-appointment of the external auditors.

The attendance of individual members at Audit Committee meetings held during the year is set out below:

Attendance/
Number of Meetings

Hui Wing Kuen (Chairman) 2/2
Wu Jin Ming 2/2
Pan Yuan 2/2

There is no material uncertainties relating to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern.

There is no disagreement between the Board and the Audit Committee regarding the selection, appointment, resignation or
dismissal of external auditors.

The Company’s annual results for the year ended 31 December 2010 have been reviewed by the Audit Committee.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the Directors and the Directors have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2010.

The Company has also established written guidelines on terms no less exacting than the Model Code (the “Employees Written
Guidelines”) for securities transactions by employees who are likely to be in possession of unpublished price-sensitive information of
the Company.

No incident of non-compliance of the Employees Written Guidelines by the employees was noted by the Company.

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS AND AUDITORS'’
REMUNERATION

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

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

The statement of the external auditor of the Company about its reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on page 41 of this annual report.

The Company’s external auditor is Deloitte Touche Tohmatsu. Total auditor’s remuneration paid and payable by the Group for the
year ended 31 December 2010 amounted to RMB2.6 million, which comprises RMB2.1 million for the audit of the Group's
consolidated financial statements for the year ended 31 December 2010 and RMBO0.5 million for the review of the Group's interim
report for the six months ended 30 June 2010.

INTERNAL CONTROLS

The Board is responsible for maintaining an adequate internal control system to safeguard shareholders’ investments and the
Company'’s assets, and reviewing the effectiveness of such on an annual basis through the Audit Committee.

The Company has maintained a tailored governance structure with defined lines of responsibility and appropriate delegation of
responsibility and authority to the senior management.

The management of the Company is responsible for establishing the Group’s internal control framework, covering all material

controls including financial, operational and compliance controls. The internal control framework also provides for identification and
management of risk.
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Deloitte.
=)

TO THE MEMBERS OF WASION GROUP HOLDINGS LIMITED
BEEEZERERAF

(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Wasion Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 42 to 97, which comprise the consolidated balance sheet as at 31
December 2010 and the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the 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 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.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 March 2011
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v::‘ Consolidated Statement of Comprehensive Income

For the year ended 31 December 2010

2010 2009
NOTES RMB’000 RMB'000

Turnover 5 1,078,165
Cost of sales (592,853)
Gross profit 485,312

Other revenue and gains 6 13,820
Administrative expenses (91,756)
Selling expenses (90,419)
Research and development expenses (30,946)
Finance costs 7 (14,277)
Profit before taxation 8 271,734
Income tax expense 9 (9,693)
Profit for the year 262,041

Other comprehensive income (expense)

Exchange difference arising on translation (1,437)
Fair value gain on available-for-sale investments —
Other comprehensive expense for the year (1,437)
Total comprehensive income for the year 260,604

Earnings per share 12
Basic RMB31 cents
Diluted RMB30 cents




Consolidated Balance Sheet

At 31 December 2010

2010 2009
NOTES RMB’000 RMB'000

NON-CURRENT ASSETS

Property, plant and equipment 13 627,085
Deposit paid for acquisition of property, plant and equipment 3,355
Investment property 14 —
Prepaid lease payments 15 124,894
Intangible assets 16 251,912
Available-for-sale investments 17 4,961
Goodwill 18 110,326
Long-term receivable 19 —
1,122,533
CURRENT ASSETS
Inventories 20 327,423
Trade and other receivables 19 943,710
Amounts due from related parties 32 21,233
Prepaid lease payments 15 2,714
Pledged bank deposits 21 113,746
Bank balances and cash 21 644,668
2,053,494
CURRENT LIABILITIES
Trade and other payables 22 568,951
Amount due to a related party 32 559
Tax liabilities 11,410
Borrowings — due within one year 23 250,210

831,130

NET CURRENT ASSETS




Consolidated Balance Sheet
At 31 December 2010

2010 2009
NOTES RMB’000 RMB'000

CAPITAL AND RESERVES

Share capital 24 9,427
Reserves 2,138,448
2,147,875

NON-CURRENT LIABILITIES
Borrowings — due after one year 23 169,000
Deferred tax liability 25 28,022
197,022
2,344,897

The consolidated financial statements on pages 42 to 97 were approved and authorised for issue by the Board of Directors on 28
March 2011 and are signed on its behalf by:

Ji Wei Cao Zhao Hui
DIRECTOR DIRECTOR




Consolidated Statement of Changes in Equity (g

For the year ended 31 December 2010

Attributable to owners of the Company

Shares
PRC held Share  Investment
Share Share  Merger Exchange statutory forshare  option revaluation Other  Retained
capital ~ premium  reserve  reserve  reserves awardplan  reserve reserve  reserve  profits Total
RMBOOO  RMBOO0  RMB'000  RMBIOO0  RMB00  RMB'000  RMB'OO0  RMB'000  RMB'000  RMB'OO0  RMB'000

(Note ) (Note i) (Note il

At 1 January 2009 8384 693267 49990 (556160 90888 (16902) 34459 - — 580,633 1385103
Profit for the year - - - - - - - - — 260,041 262,041
Other comprehensive expense for the year — — — (1.437) — — — — — — (1,437)
Total comprehensive income (expense) for the year - - - (1,437) - - - - — 260,041 260,604
Transfer to PRC statutory reserves - - - - 167% - — — —  (16,79%) —
Cancellation of the share award plan — — — — — 16,902 — - 33164 — 50,066
Recognition of equity-settled share-based payments — — — — — — 1,990 — — — 1,990
Issue of shares upon exercise of share options 26 673852 — — — — (1662 — — — 5146
Issue of shares to settle consideration for acquisition

of subsidiaries in 2008 281 109,747 — - — — — - — — 110,028
Issue of shares for share placement 546 382,024 — — — — — — — — 382570
Share issue expenses — (1199 — — — — — — - — (1199
Dividend recognised as distribution (note 11) - - - - - - - - — (81,940  (81,940)
At 31 December 2009 9427 1,240,898 49990 (57,05) 107,684 - 19,827 - 33164 743938 2,147,875
Profit for the year

Other comprehensive income (expense) for the year

Total comprehensive income (expense) for the year

Transfer to PRC statutory reserves

Recognition of equity-settled share-based payments
Issue of shares upon exercise of share options
Repurchase of own shares

Dividend recognised as distribution (note 11)

At 31 December 2010

Notes:

(i) Merger reserve represents the difference be | value of shares of the subsidi

the Company in exchange th




D Consolidated Cash Flow Statement

For the year ended 31 December 2010

2010 2009
NOTE RMB’000 RMB’000

OPERATING ACTIVITIES

Profit before taxation 271,734
Adjustments for:
Finance costs 14,277
Interest income (2,450)
Dividend income from an available-for-sale investment (4,535)
(Gain) loss on disposals of property, plant and equipment 17
Net foreign exchange (gain) loss 643
Depreciation of property, plant and equipment 20,503
Depreciation of investment property —
Release of prepaid lease payments 1,902
Amortisation of intangible assets 50,688
Share-based payment expenses 1,990
Impairment of other receivables —
Write-down of inventories —
Operating cash flows before movements in working capital 354,769
Increase in inventories (71,845)
Increase in trade and other receivables (174,974)
Increase in trade and other payables 60,991
Cash generated from operations 168,941
Income tax paid (22,947)
NET CASH FROM OPERATING ACTIVITIES 145,994
INVESTING ACTIVITIES
Purchase of property, plant and equipment (189,841)
Expenditure on development projects (54,652)
Purchase of available-for-sale investments =
Increase in pledged bank deposits (40,101)
Prepaid lease payment paid —
(Advances to) repayment of related parties 89,457
Dividends received from an available-for-sale investment 4,535
nterest received 2,450

plant and equipment
\MB1 39,000 (200¢ _
n of p , plan 3

N an

s acquired)




Consolidated Cash Flow Statement D

For the year ended 31 December 2010

2010 2009
RMB’000 RMB’000

FINANCING ACTIVITIES
Repayment of borrowings (598,127)
Dividends paid (81,940)
Interest paid on borrowings (34,495)
Shares repurchased —
Repayment to related parties (69,244)
Proceeds on issue of shares upon exercise of share options 51,446
New borrowings raised 563,210
Proceeds on cancellation of share award plan 50,066
Expenses on issue of shares (11,992)
Proceeds on issue of shares 382,570
NET CASH (USED IN) FROM FINANCING ACTIVITIES 251,494
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS 205,597
EFFECT OF FOREIGN EXCHANGE RATE CHANGES (89)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 439,160
CASH AND CASH EQUIVALENTS AT END OF THE YEAR,

644,668 B

represented by bank balances and cash




g‘a Notes to the Consolidated Financial Statements

For the year ended 31 December 2010

1. GENERAL

The Company is incorporated in the Cayman Islands as an exempted company with limited liability under the Companies Law
of Cayman Islands and its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
directors consider the immediate and ultimate holding company to be Star Treasure Investments Holdings Limited (“Star
Treasure”), a limited liability company incorporated in the British Virgin Islands (“BVI”). The addresses of the registered office
and principal place of business of the Company are disclosed in the “Corporate Information” section of the annual report.

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

The Company is an investment holding company. Particulars of the principal activities of its subsidiaries are set out in note 33.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

New and revised Standards and Interpretations applied in the current year
In the current year, the Group has applied the following new and revised Standards and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA").

HKFRS 2 (Amendments) Group Cash-settled Share-based Payment Transactions

HKFRS 3 (as revised in 2008) Business Combinations

HKAS 27 (as revised in 2008) Consolidated and Separate Financial Statements

HKAS 39 (Amendments) Eligible Hedged Items

HKFRSs (Amendments) Improvements to HKFRSs issued in 2009

HKFRSs (Amendments) Amendments to HKFRS 5 as part of Improvements to HKFRSs issued in 2008
HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners

HK-Int 5 Presentation of Financial Statements — Classification by the Borrower of a Term

Loan that Contains a Repayment on Demand Clause

HKFRS 3 (as revised in 2008) Business Combinations

The Group applies HKFRS 3 (Revised) “Business Combinations” prospectively to business combinations for which the
acquisition date is on or after 1 January 2010. The requirements in HKAS 27 (Revised) “Consolidated and Separate Financial
Statements” in relation to accounting for changes in ownership interests in a subsidiary after control is obtained and for loss
of control of a subsidiary are also applied prospectively by the Group on or after 1 January 2010.

As there was no transaction during the current year in which HKFRS 3 (Revised) and HKAS 27 (Revised) are applicable, the
application of HKFRS 3 (Revised), HKAS 27 (Revised) and the consequential amendments to other HKFRSs had no effect on the
consolidated financial statements of the Group for the current or prior accounting periods.

Results of th in future periods may be affected by future transactions for which HKFRS 3 (Revised), HKAS 27 (Revised)
endments to the other HK applicable.
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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 dates (annual periods beginning on or after 1 January 2011).
The amendments have been applied retrospectively.

The application of the new and revised Standards and Interpretations in the current year has had no material effect on the
amounts reported in these consolidated financial statements and/or disclosures set out in these consolidated financial
statements.

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 3 (as revised in 2008), HKAS 1 and HKAS 28"

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

HKFRS 1 (Amendments) Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters’

HKFRS 7 (Amendments) Disclosures — Transfers of Financial Assets’

HKFRS 9 Financial Instruments®

HKAS 12 (Amendments) Deferred Tax: Recovery of Underlying Assets’

HKAS 24 (Revised) Related Party Disclosures®

HKAS 32 (Amendments) Classification of Rights Issues’

HK(IFRIC)-Int 14 (Amendments) Prepayments of a Minimum Funding Requirement®

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Instruments®

' 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 July 2011
Effective for annual periods beginning on or after 1 January 2013
Effective for annual periods beginning on or after 1 January 2012
Effective for annual periods beginning on or after 1 January 2011
Effective for annual periods beginning on or after 1 February 2010

2
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

o 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 are designated as at fair value through
profit or loss, the amount of change in the fair value of the financial liability that is attributable to changes in the credit
risk of that liability is 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 the 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 financial year
ending 31 December 2013 and that the application of the new Standard may have a significant impact on amounts reported
in respect of the Group's financial assets.

The directors of the Company anticipate that the application of the other new and revised Standards and Interpretations will
have no material impact on the consolidated financial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with 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 Stock Exchange (the “Listing Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis, except for certain financial instruments
that are measured at fair value, as explained in the accounting policies set out below. Historical cost is generally based on the
fair value of the consideration given in exchange for goods or services.

The principal accounting policies are set out below.

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 disposed of during the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition or up to the effective date of disposal, as appropriate.

ents are made to i tements of subsidiaries to bring their accounting policies into line

d expenses are eliminated in f




. . . »
Notes to the Consolidated Financial Statements (66
For the year ended 31 December 2010

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations

Business combinations that took place prior to 1 January 2010

The acquisition of businesses is accounted for using the purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments
issued by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business combination.
The acquiree’s identifiable assets, liabilities and contingent liabilities that met the relevant conditions for recognition were
generally recognised at their fair value at the acquisition date.

Goodwill arising on acquisition was recognised as an asset and initially measured at cost, being the excess of the cost of the
business combination over the Group's interest in the recognised amounts of the identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment, the Group's interest in the recognised amounts of the acquiree’s identifiable
assets, liabilities and contingent liabilities exceeded the cost of the acquisition, the excess was recognised immediately in profit
or loss.

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

For the purposes of impairment testing, goodwill is allocated to each of the cash-generating units (or groups of cash-
generating units) that are 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 whenever
there is an indication that the unit may be impaired. For goodwill arising on an acquisition in a reporting period, the cash-
generating unit to which goodwill has been allocated is tested for impairment before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss is allocated
to reduce the carrying amount of any goodwill allocated to the unit, and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised directly in the profit or
loss in consolidated statement of comprehensive income. An impairment loss for goodwill is not reversed in subsequent
periods.

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

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

Revenue from the sale of goods is recognised when the goods are delivered and the title has passed and all the following
conditions are satisfied:

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

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

o the amount of revenue can be measured reliably;

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

o the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)
Deposits and instalments received from customers prior to meeting the above criteria on revenue recognition are include in
the consolidated balance sheet under current liabilities.

Service income is recognised when services are provided.

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

Dividend income from investments is recognised when the shareholders’ rights to receive payments have been established
(provided that it is probable that the economic benefits will flow to the Group and the amount of revenue can be measured
reliably).

Property, plant and equipment

Property, plant and equipment including buildings held for use in the production or supply of goods or services, or for
administrative purposes, other than construction in progress as described below, are stated at cost less subsequent
accumulated depreciation and accumulated impairment losses, if any.

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

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such properties are classified to the appropriate categories of property, plant
and equipment when completed and ready for intended use. Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected

to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined the difference between the sales proceeds and the carrying amount of the asset and is
included in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment property
Investment property is property held to earn rentals or for capital appreciation.

Investment property is initially measured at cost, including any directly attributable expenditure. Subsequent to initial
recognition, investment property is stated at cost less subsequent accumulated depreciation and any accumulated impairment
losses. Depreciation is recognised so as to write off the cost of investment property over its estimated useful live and after
taking into account of its estimated residual value, using the straight-line method.

An investment property is derecognised upon disposal or when the investment property is permanently withdrawn from use
and no future economic benefits are expected from its disposals. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the profit
or loss in the period in which the item is derecognised.

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

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

The Group as lessor
Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term of the relevant lease.

Leasehold land and building

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

To the extent the allocation of the lease payments can be made reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the consolidated balance sheet and is amortised over the lease
term on a straight-line basis.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets with finite useful lives is provided on a straight-line basis
over their estimated useful lives (see the accounting policy in respect of impairment losses on tangible and intangible assets
below).

Gains or losses arising from derecognition of an intangible asset are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in profit or loss in the period when the asset is
derecognised.

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;

. the intention to complete the intangible asset and use or sell it;

. the ability to use or sell the intangible asset;

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

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

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

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 listed above. Where no internally-generated intangible asset can
be recognised, development expenditure is charged to profit or loss in the year in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured at cost less subsequent accumulated
amortisation and any accumulated impairment losses (if any), on the same basis as intangible assets acquired separately.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are recognised separately from goodwill and are initially recognised at
their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets with finite useful lives are carried at costs less accumulated amortisation
and any accumulated |mpa|rment losses on the same basis as intangible assets acquired separately. Amortisation for intangible
assets with finite I lives is provided on a stralght -line basis over their estimated useful lives.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments
Financial assets and financial liabilities are recognised in the consolidated balance sheet when a group entity becomes a party
to the contractual provisions of the instruments.

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

Financial assets

The Group's financial assets are classified as loans and receivables 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 to the
net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial recognition, loans and receivables (including long-term receivable,
trade and other receivables, amounts due from related parties, pledged bank deposits and bank balances and cash) are carried
at amortised cost using the effective interest method, less any identified impairment losses (see accounting policy on
impairment loss on financial assets below).

Retention amounts billed for work performed but not yet paid by the customer are included in the consolidated balance sheet
under trade and other receivables.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated or not classified as financial assets at fair value
through profit or loss, loans and receivables or held-to-maturity investments. The Group designated the investments in equity
securities as the available-for-sale investments.

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 in investment revaluation reserve, until the financial asset is
disposed of or is determined to be impaired, at which time, the cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or loss (see accounting policy on impairment loss on financial assets
below).

For 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, they are measured at cost less any identified impairment losses at the end of each reporting
period (see accounting policy on impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each 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 available-for-sale equity investment, a significant or prolonged decline in the fair value of that investment below its cost
is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

o significant financial difficulty of the issuer or counterparty; or

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

3 it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
. the disappearance of an active market for that financial asset because of financial difficulties.

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

For financial assets carried at amortised cost, an impairment loss is recognised in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the difference between the asset’s
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 accounts. Changes in the carrying
amount of the allowance account are recognised in profit or loss. When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries of amounts previously written off are credited to profit or
loss.

For financial assets measured at amortised costs, if, in a subsequent period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment loss was recognised, the previously recognised
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group entity are classified according to the substance of the contractual
arrangements entered into 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.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.

Financial liabilities
Financial liabilities (including trade and other payables, amount due to a related party and borrowings) are subsequently
measured at amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs. The cost of the
Company's shares repurchased by the Company (or its subsidiaries) for the share award plan as set out in note 26 is
recognised as a deduction from equity in a special reserve (shares held for share award plan). No gain or loss shall be
recognised in profit or loss on the purchase, sales issue or cancellation of such shares.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity (share capital and share
premium). No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own
equity instruments.

Derecognition
Financial assets are derecognised when the rights to receive cash flows from the assets expire or, the financial assets are
transferred and the Group 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 in other comprehensive income and
accumulated in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is discharged, cancelled or exp
The difference between the carrying amount of the financial liability derecognised and the consideration paid and pa
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

Equity-settled share-based payment transactions

Share options/awarded shares granted to employees

The fair value of services received determined by reference to the fair value of the share options and awarded shares granted
at the grant date is expensed as staff costs on a straight-line basis over the vesting period, with a corresponding increase in
equity (share option reserve and share award reserve respectively).

At the end of the reporting period, the Group revises its estimates of the number of share options and awarded shares that
are expected to ultimately vest. The impact of the revision of the estimates during the vesting period, if any, is recognised in
profit or loss, with a corresponding adjustment to share option reserve and share award reserve respectively.

At the time when the share options are exercised, the amount previously recognised in share option reserve will be transferred
to the 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 option reserve will be transferred to retained profits.

At the time when the awarded shares are vested, the amount previously recognised in share award reserve and the amount of
the relevant treasury shares will be transferred to retained profits.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in its respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates of exchange 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 that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items, are recognised in
profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the Group (that is RMB) at the rate of exchange prevailing at the
end of the reporting period, and their income and expenses are translated at the average exchange rates for the year.
Exchange differences arising, if any, are recognised in other comprehensive income and accumulated in equity (the exchange
reserve).

Government subsidy
Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions
attaching to the| that the grants will be received.

at are receivable as or expenses or losses already incurred or for the purpose of giving
ure related costs are recognised i

nder “other revenue and gai
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowing costs

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

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

Retirement benefit costs
Payments to state-managed retirement benefit schemes and the Mandatory Provident Fund Scheme are charged as an
expense when employees have rendered service entitling them to the contributions.

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

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

Deferred tax is recognised on 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. Deferred tax assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from 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 associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with
such investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

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

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

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. Deferred tax is recognised in profit or loss, except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case the deferred tax is also recognised in other comprehensive income
or directly in equity respectively.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses other than goodwill (see the accounting policy in respect of goodwill above)

At the end of the reporting period, the Group reviews the carrying amounts of its 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. If the recoverable amount of the 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.

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
as income immediately.

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

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

Estimated impairment of intangible assets

The Group tests whether intangible assets have suffered any impairment in accordance with its accounting policy whenever
there is any indication that the assets may have been impaired. The recoverable amounts of intangible assets have been
determined based on discounted cash flow method. The directors consider that the recoverable amount exceeded the carrying
amount of the intangible assets and no impairment was recognised during the year. Where the actual future cash flows is
different from the original estimate, an impairment loss may arise. The carrying amount of intangible assets at the balance
sheet date was approximately RMB214.3 million (2009: RMB251.9 million).

Estimated carrying amounts of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating unit (“CGU") to

which goodwill has been allocated. This calculation requires the Group to estimate the present value of the future cash flows

expected to ari om the CGU containing goodwill using a suitable discount rate. Where the expected future cash flows

i CGU differ from the orig stimation, an impairment loss may arise. The carrying amount of
mber 2010 was allocated to the
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

Estimated impairment of long-term receivable, trade and other receivables and amount due from related
parties

When there is objective evidence of impairment loss, the Group takes into consideration the estimation of future cash flows.
The amount of the impairment loss is measured as the difference between the asset’s carrying amount and the present value
of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate (i.e. the effective interest rate computed at initial recognition). Where the actual future cash
flows are less than expected, a material impairment loss may arise. As at 31 December 2010, the carrying amount of trade
and bill receivables is approximately RMB819.3 million (2009: RMB699.6 miillion), net of allowance for doubtful debts of
approximately RMB16.6 million (2009: RMB16.6 million). As at 31 December 2010, the carrying amount of long-term
receivable is approximately RMB178.0 million (2009: Nil) and amount due from related parties is approximately RMB21.3
million (2009: RMB21.2 million).

5. TURNOVER AND SEGMENT INFORMATION

2010 2009
RMB’000 RMB’000

Sales of goods
Service income

1,078,165

1,078,165

The Group's operating segments, identified on the basis of internal reports about components of the Group that are regularly
reviewed by the chief operating decision maker in order to allocate resources to the segments and to assess its performance,
are summarised as follows:

(@)  electronic meters segment, which engages in the development, manufacture and sale of electronic power, water, gas
and heat meters;

(b)  data collection terminals segment, which engages in the development, manufacture and sale of data collection
terminals; and

(0 energy efficiency solution segment, which engages in providing energy efficiency solution services (the operation of the
energy efficiency solution segment commenced during the year ended 31 December 2010).




» . ) )
c‘“ Notes to the Consolidated Financial Statements
For the year ended 31 December 2010

5. TURNOVER AND SEGMENT INFORMATION (Continued)

Segment revenues and results
The following is an analysis of the Group’s revenue and results by reportable segment.

For the year ended 31 December 2010

Data Energy

Electronic collection efficiency
meters terminals solution Elimination Consolidated
RMB’'000 RMB’'000 RMB’'000 RMB’'000 RMB’000

TURNOVER
External sales
Inter-segment sales*

Total

Segment profit

Unallocated income

Gain on disposal of property,
plant and equipment

Central administration costs

Finance costs

Profit before taxation

* Inter-segment sales were charged at prevailing market rates.

For the year ended 31 December 2009

Data Energy

Electronic collection efficiency
meters terminals solution Elimination ~ Consolidated
RMB’'000 RMB’000 RMB’000 RMB’000 RMB’000

TURNOVER

External sales 828,472 249,693 — — 1,078,165
Inter-segment sales* 3,952 19,531 — (23,483) —
Total 832,424 269,224 — (23,483) 1,078,165

303,034
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TURNOVER AND SEGMENT INFORMATION (Continued)

Segment revenues and results (Continued)

The accounting policies of the reportable segments are the same as the Group's accounting policies described in note 3.
Segment profit represents profit attributable to each segment without allocation of certain other revenue and gains, central
administration costs, directors’ salaries, finance costs and taxation. This is the measure reported to the Group’s Chief Executive
Officer, its chief operating decision maker, for the purposes of resources allocation and performance assessment.

Segment assets and liabilities
The following is an analysis of the Group'’s assets and liabilities by reportable segment:

2010 2009
RMB’000 RMB’000

SEGMENT ASSETS
Electronic meters

Data collection terminals
Energy efficiency solution

1,740,370
395,957

Total segment assets
Unallocated assets

2,136,327
1,039,700

Consolidated assets

3,176,027

SEGMENT LIABILITIES
Electronic meters 482,186
Data collection terminals 28,361

Energy efficiency solution

Total segment liabilities
Unallocated liabilities

510,547
517,605

Consolidated liabilities

1,028,152
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5. TURNOVER AND SEGMENT INFORMATION (Continued)

Segment revenues and results (Continued)
For the purposes of monitoring segment performances and allocating resources between segments:

. all assets are allocated to reportable segments other than certain property, plant and equipment, investment property,
prepaid lease payments, available-for-sale investment, long-term receivable, other receivables, amounts due from
related parties, pledged bank deposits and bank balances and cash; and

. all liabilities are allocated to reportable segments other than certain other payables, amount due to a related party, tax
liabilities, borrowings and deferred tax liability.

Other segment information
For the year ended 31 December 2010

Data Energy

Electronic collection efficiency
meters terminals solution Total
RMB’000 RMB’000 RMB’000 RMB’000

Amounts included in the measure of
segment profit or segment assets and liabilities:

Additions to non-current assets
Depreciation and amortisation of property,

plant and equipment and intangible assets
Release of prepaid lease payments
Gain on disposals of property, plant and equipment
Write-down of inventories

For the year ended 31 December 2009

Data Energy

Electronic collection efficiency
meters terminals solution Total
RMB’000 RMB’000 RMB’000 RMB’000

Amounts included in the measure of
segment profit or segment assets and liabilities:

Additions to non-current assets 183,935 77,249 — 261,184
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5. TURNOVER AND SEGMENT INFORMATION (Continued)

Geographical information
The Group's operations are mainly located in the PRC.

The following table provides an analysis of the Group’s turnover by geographical location of customers, irrespective of the
origin of the goods, and information about its non-current assets by geographical location of the assets.

Turnover from
external customers Non-current
Year ended 31 December assets (note)

2010 2009 2010 2009
RMB’000 RMB'000 RMB’000 RMB’000

PRC
Overseas

1,114,065
3,507

1,044,204
33,961

1,078,165

1,117,572

Note: Non-current assets excluded financial instruments.

6. OTHER REVENUE AND GAINS

2010 2009
RMB’000 RMB’000

Other revenue and gains includes:

Gain on disposals of property, plant and equipment
Net foreign exchange gain
Bank interest income
Refund of value-added tax (“VAT", note)
Dividend income from an available-for-sale
unlisted equity securities investment
Rental income from investment property

Note: Pursuant to the relevant regulations in the PRC, certain subsidiaries of the Group operated in the PRC are entitled to refunds of \ on
the sale of high technology products. The amount represents the refunds of VAT paid or payable in excess of 3% of income generated
from the sales of these products and is recognised when the refund is approved by the relevant tax authorities. -
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7. FINANCE COSTS

2010 2009
RMB’000 RMB’000

Interest on borrowings wholly repayable within five years 34,495
Less: amounts capitalised in property, plant and equipment (20,218)
14,277

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by applying a capitalisation
rate of 4.58% (2009: 6.13%) per annum to expenditures on qualifying assets.

8. PROFIT BEFORE TAXATION

2010 2009
RMB’000 RMB’000

Profit before taxation has been arrived at after charging:

Staff costs including directors’ emoluments:
Salaries and benefits
Retirement benefit scheme contributions
Share-based payment expenses

77,108
4,868

Auditor’s remuneration 2,047
Loss on disposal of property, plant and equipment 17
Depreciation of property, plant and equipment 20,503
Depreciation of investment property —
Release of prepaid lease payments 1,902
Amortisation of intangible assets 50,688
Cost of inventories recognised as expense

(including write-down of inventories of RMB 1,999,000 (2009: Nil)) 592,853

Impairment of other receivables
[ ' 643

eign exchan
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INCOME TAX EXPENSE

2010 2009
RMB’000 RMB’000

The charge comprises:
PRC Enterprise Income Tax (“EIT")

— Current year 13,417
— Under(over)provision in prior years (511)
12,906

Deferred taxation (note 25)
— Current year (3,213)
9,693

Notes:
(i) Hong Kong

No provision for Hong Kong Profits Tax has been made as the Group did not earn any income that was subject to Hong Kong Profits Tax
during both years.

(i) PRC

PRC EIT was calculated based on the statutory rate of 25% of the assessable profit for those subsidiaries established in the PRC, as
determined in accordance with the relevant income tax rules and regulations in the PRC, except for the followings:

(a) Pursuant to the relevant laws and regulations in the PRC, certain of the Group’s PRC subsidiaries are exempted from PRC income
tax for two years starting from their first profit-making year, followed by a 50% reduction in the applicable tax rate for the next
three years. These tax holidays and concessions have been expired in 2010.

(b) Certain PRC subsidiaries which are approved as enterprises that satisfied the condition as high technology development
enterprises and obtained the Certificate of High New Technology Enterprise will continue to be subject to a preferential rate of
15%.

According to the Circular of the State Council on the Implementation of Transitional Preferential Policies for Enterprise

[2007] No. 39), the tax holidays and concessions from EIT entitled as set out in (a) above had continued to be applicable

the five year transitional period under the Law of the PRC on Enterprise Income Tax (the “EIT Law"”). The preferential treatm
in (b) above continues on the implementation of the EIT Law.
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9. INCOME TAX EXPENSE (Continued)

Notes: (Continued)
(iii)  Other jurisdictions

Taxation arising in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. Under the Decree Law No. 58/99/M,
Chapter 2, Article 12, dated 18 October 1999, a Macao company incorporated under that Law (“58/99/M Company”) is exempted from
Macao Complementary Tax (Macao Income Tax) as long as the 58/99/M Company does not sell its products to a Macao resident
company.

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

2010 2009
RMB’000 RMB’000

Profit before taxation 271,734
Tax at the income tax rate of 25% (2009: 25%) 67,933
Tax effect of expenses not deductible for tax purpose 4,809
Tax effect of income not taxable for tax purpose (738)
Tax effect of tax losses not recognised 631

Utilisation of tax loss previously not recognised (153)
Effect of tax concessions/exemption granted to PRC and Macao subsidiaries (62,278)
Under (over) provision in prior years (511)
Tax charge for the year 9,693
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The employments paid or payable to each of the nine (2009: nine) directors were as follows:

(@) Directors’ emoluments
Details of emoluments of individual directors are set out as follows:

2010

Retirement

Salaries benefit

Directors’ and other Discretionary scheme
fees benefits bonuses contributions Total
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000

(note)
Ji Wei (“Mr. Ji") — 1,039 — 1 1,050
Cao Zhao Hui — 560 51 9 620
Wang Xue Xin — 560 209 9 778
Zheng Xiao Ping — 410 30 9 449
Liao Xue Dong — 380 30 9 419
Zeng Xin — 480 35 9 524
Wu Jin Ming 130 — — — 130
Pan Yuan 130 — — — 130
Hui Wing Kuen 329 — — — 329
589 3,429 355 56 4,429
2009

Retirement

Salaries benefit

Directors’ and other Discretionary scheme
fees benefits bonuses contributions Total
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000

(note)

Mr. Ji — 1,057 — 11 1,068
Cao Zhao Hui — 565 51 9 625
Wang Xue Xin — 565 209 9 783
Zheng Xiao Ping — 414 30 9 453
Liao Xue Dong — 384 30 g 423
Zeng Xin — 484 35 9 528
Wu Jin Ming 132 = = = 132
Pan Yuan 132 — — — 132
Hui Wing Kuen 335 — — — 335
599 3,469 355 56 4,479

No directors waived any emoluments for both years.

Note: Discretionary bonuses are recommended by the Remuneration Committee and is decided by the board of directors, having
regard to the Group’s operating results, individual performance and comparable market statistics.
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10. DIRECTORS’ AND EMPLOYEES’' EMOLUMENTS (Continued)

11.

(b) Employees’ emoluments
The five highest paid individuals of the Group for the year ended 31 December 2010 included four (2009: four)
directors of the Company, details of whose emoluments are included above. The emoluments of the remaining one (2009:
one) individual for the year are as follows:

2010 2009
RMB'000 RMB’000

Salaries and other benefits 1,127
Retirement benefit scheme contributions 11
Share-based payment expenses 23

1,161

The above emoluments were within the band of HK$1,000,001 to HK$1,500,000 for both years.

During both years, no emoluments were paid by the Group to any of the directors or the five highest paid individuals (including
directors and employees) as an inducement to join or upon joining the Group or as compensation for loss of office.

DIVIDENDS

2010 2009
RMB’000 RMB'000

Dividends recognised as distribution during the year:
2009 final dividend — HK$0.11, equivalent to RMB0.097,
per share (2009: 2008 final dividend HK$0.11,

equivalent to RMB0.097, per share) 81,940
Dividends proposed after the end of the reporting period:

2010 final dividend — HK$0.11, equivalent to RMB0.093,

per share (2009: 2009 final dividend of HK$0.11,

equivalent to RMB0.097, per share) 90,196

The proposed dividend is subject to approval by the shareholders at the forthcoming annual general meeting.
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12. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the owners of the Company is based on the
following data:

2010 2009
RMB’000 RMB’000

Earnings
Earnings for the purposes of basic and diluted earnings per share 262,041
2009
Number of shares
Weighted average number of ordinary shares of purpose
of basic earnings per share 845,982,009
Effect of dilutive potential ordinary shares in respect of:
Share options 21,919,074
Contingently issuable shares for acquisition of subsidiaries 9,170,927
Weighted average number of ordinary shares for the
purpose of diluted earnings per share 877,072,010

The weighted average number of ordinary shares for the year ended 31 December 2009 shown above has been arrived at
after deducting the shares held by the trustee of the share award plan of the Company, as set out in note 26, prior to its
termination on 21 July 2009.
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13. PROPERTY, PLANT AND EQUIPMENT

Furniture,
fixtures
Leasehold Plantand  and office Motor Construction

Buildings improvements  machinery  equipment vehicles  in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
CoST
At 1 January 2009 101,424 5,964 83,103 9,166 17,456 273,812 490,925
Additions 5,115 557 20,825 4,209 3,782 175,571 210,059
Acquired on acquisition of

subsidiaries (note 29) — — — — — 229 229

Transfer 104,247 — — — — (104,247) —
Disposals — — (16) (6) — — (22)
Exchange realignment — M — 1 ) 43 41
At 31 December 2009 210,786 6,520 103,912 13,370 21,236 345,408 701,232
Additions — 139 16,599 3,388 1,447 120,283 141,856
Transfer 445,166 602 6,402 9,598 — (461,768) —
Transfer to investment property (10,500) — — — — — (10,500)
Disposals (63,965) (637) (133) — — — (64,735)
Exchange realignment — (41) — 3) (36) 195 115
DEPRECIATION
At 1 January 2009 7,828 3,432 32,619 4,665 5,106 — 53,650
Provided for the year 2,478 437 14,202 1,921 1,465 — 20,503
Eliminated on disposals — — ) 3) — — (5)
Exchange realignment — (1 — — — — (1)
At 31 December 2009 10,306 3,868 46,819 6,583 6,571 — 74,147
Provided for the year 10,903 276 15,768 2,746 2,151 — 31,844
Transfer to investment property (1,320) — — — — — (1,320)
Eliminated on disposals (2,231) (161) 31) — — — (2,423)
Exchange realignment = (25) = (6) (15) — (46)

ember 2010

4 ‘2,552 57,093
Y = a4
Ed
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13. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, other than construction in progress, are depreciated on straight-line basis
at the following rates per annum:

Buildings Over the remaining period of the lease terms of the relevant land on
which buildings are erected, or 50 years, whichever is the shorter

Leasehold improvements Over the remaining period of the relevant lease, or 5 years, whichever is
the shorter

Plant and machinery 10%-20%

Furniture, fixtures and office equipment 20%

Motor vehicles 10%

The carrying amount of the Group’s property interests comprises properties erected on land outside Hong Kong held under:

2010 2009

RMB’000 RMB'000

Long leases 41,066
Medium-term leases 159,414
200,480

At 31 December 2010, certain property interests of the Group (including those under construction) with aggregate carrying
values of RMB140,518,000 (2009: RMB176,675,000) were pledged to banks to secure banking facilities granted to the
Group. The formal titles of certain buildings with an aggregate carrying value of approximately RMB212,387,000 (2009:
RMB5,100,000) have not been granted to the Group.
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14. INVESTMENT PROPERTY

RMB’000

COST
Transfer from property, plant and equipment and at 31 December 2010

DEPRECIATION
Provided for the year ended 31 December 2010 and at 31 December 2010

CARRYNG VALUE
At 31 December 2010

At 31 December 2009 —

The fair value of the Group’s investment property at 31 December 2010, together with the relevant land on which the
buildings were erected with carrying amount of RMB1,579,000, was RMB11,929,000. The fair value has been arrived at based
on a valuation carried out by B2 & ETEEREEAF, independent valuers not connected with the Group. The
valuation was determined by reference to recent market prices for similar properties in the same locations and conditions.

The above investment property is depreciated on a straight-line basis over 50 years, and situated on land outside Hong Kong
under medium-term lease.

15. PREPAID LEASE PAYMENTS

2010 2009
RMB’000 RMB’000

The Group's prepaid lease payments comprise leasehold
land outside Hong Kong held under:
long leases
medium-term leases

47,999
79,609

Analysed for reporting purposes as:
Non-current assets
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16. INTANGIBLE ASSETS

Acquired
patents, Customer
copyrights relationship
Development and Acquired and Premium
costs trademarks technology contracts on land Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

COST

At 1 January 2009 97,438 55,821 81,309 37,917 80,644 353,129
Additions 54,652 — — — — 54,652

At 31 December 2009 152,090 55,821 81,309 37,917 80,644 407,781

Additions 47,891 5,894 — — — 53,785

Disposal — — — — (33,931) (33,931)
AMORTISATION

At 1 January 2009 38,503 32,314 20,240 12,183 1,941 105,181

Provided for the year 17,812 7,418 16,262 7,584 1,612 50,688

At 31 December 2009 56,315 39,732 36,502 19,767 3,553 155,869

Provided for the year 26,020 7,725 16,262 7,584 1,555 59,146

Eliminated on disposal — — — — (1,716) (1,716)

At 31 December 2010

CARRYING VALUES
At 31 December 2010

At 31 December 2009 16,089 44,807 18,150
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17.

18.

AVAILABLE-FOR-SALE INVESTMENTS

2010 2009
RMB’000 RMB'000

Available-for-sale investments comprise:

Equity securities listed in Hong Kong

Unlisted equity securities 4,961

4,961

The above unlisted equity securities represent unlisted equity securities issued by private entities incorporated in the PRC. They
are measured at cost less impairment at each balance sheet date because the range of reasonable fair value estimates is so
significant that the directors of the Company are of the opinion that the fair value cannot be measured reliably.

At 31 December 2010, available-for-sale investments of the Group amounting to RMB43,569,000 (2009: Nil) were
denominated in foreign currency of Hong Kong dollars (“HKD").

GOODWILL

RMB’000
CARRYING AMOUNT
At 1 January 2009, 31 December 2009 and 2010 110,326

For the purposes of impairment testing, goodwill set out above has been allocated to a CGU, electronic meters segment.

During the year ended 31 December 2010, management of the Group determines that there is no impairment of its CGU
containing goodwill.

The recoverable amount of the CGU has been determined based on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management covering a 5-year period, and discount rate of 7% (2009: 7%).
The cash flows beyond the 5-year period are extrapolated using a steady growth rate of 5% (2009: 8%). This growth rate is
based on the relevant industry growth forecasts and does not exceed the average long-term growth rate for the relevant
industry. Other key assumptions for the value in use calculations relate to the estimation of cash inflows/outflows which
include budgeted sales and gross margin, such estimation is based on the unit’s past performance and management'’s
expectations for the market development. Management believes that any reasonably possible change in any of these
a tio the aggregate carrying amo f the CGU to exceed the aggregate recoverable amount of the
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19. LONG-TERM RECEIVABLE AND TRADE AND OTHER RECEIVABLES

Long-term receivable
Long-term receivable represents the remaining consideration receivable in respect of the disposal of certain assets of the
Group during the year. The details of the disposal are set out in note 34.

The amount is repayable within 2 years from the date of the agreement and carries interest at 6 months benchmark lending
rate offered by the People’s Bank of China. The assets disposed have been pledged in favour of the Group subsequent to the
end of the reporting period. Such pledge will be released upon settlement of the balance of the consideration.

Trade and other receivables

2010 2009
RMB’000 RMB’000

Trade and bills receivables 716,198
Less: Allowance for doubtful debts (16,623)
699,575
Retentions held by trade customers 67,216
Deposits, prepayments and other receivables 176,919
943,710

The Group allows credit periods ranging from 90 days to 365 days to its trade customers. The following is an aged analysis of
trade and bills receivables net of allowance for doubtful debts presented based on the invoice date at the end of the reporting

period.
2010 2009
RMB’000 RMB’000
0-90 days 467,503
91-180 days 100,011
181-365 days 123,787
Over 1 year 8,274

Before accepting any new customer, the Group assesses the potential customer’s credit quality and defines credit limit:
customer. Limits attributed to customers are reviewed regularly. 98% (2009: 98%) of the trade receivables that are nei
past due nor impaired have good credit rati
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19.

20.

LONG-TERM RECEIVABLE AND TRADE AND OTHER RECEIVABLES (Continued)

Included in the Group's trade receivable balances are debtors with aggregate carrying amount of RMB15,076,000 (2009:
RMB9,767,000) which are past due at the reporting date for which the Group has not provided for impairment loss. In view
of no significant change in credit quality and substantial subsequent settlement form those debtors of the Group which are
past due but not impaired for the relevant period, the directors consider that no allowance is required. The Group does not
hold any collateral over these balances. The average age of these receivables is approximately 365 days (2009: approximately
365 days).

The entire balance of the allowance for doubtful debts are individually impaired trade receivables with an aggregate balance
of RMB16,623,000 (2009: RMB16,623,000) which had been in severe financial difficulties. The Group does not hold any
collateral over these balances.

Movement in the allowance for doubtful debts is as follow:

RMB’000

At 1 January 2009, 31 December 2009 and 2010 16,623

The Group would provide fully for all receivables over 2 years because historical experience is such that receivables that are
past due beyond 2 years are generally not recoverable.

At 31 December 2010, trade receivables of the Group amounting to RMB9,689,000 (2009: RMB18,073,000) were
denominated in foreign currency of United States dollars (“USD").

Retentions held by trade customers are expected to be realised after twelve months from the end of the reporting period.

INVENTORIES

2010 2009
RMB’000 RMB'000

Raw materials 192,254
Work in progress 75,400
Finished goods 59,769

327,423
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21. PLEDGED BANK DEPOSITS AND BANK BALANCES AND CASH

Pledged bank deposits

The pledged bank deposits are pledged to banks to secure credit facilities granted to the Group. The deposits were pledged to
secure bills payables and short-term bank borrowings and are therefore classified as current assets. The pledged bank deposits
will be released upon settlements of relevant borrowings.

The deposits carry fixed interest rate from 0.36% to 2.2% (2009: 0.36%) per annum.
Bank balances and cash
Bank balances and cash comprise cash held by the Group and bank balances that carry fixed interest rates ranging from 0.01%

10 3.6% (2009: 0.01% to 3.6%) per annum and have original maturity of three months or less.

The Group's bank balances and cash denominated in currencies other than functional currency of the relevant group entities
are set out as follows:

2010 2009
RMB’000 RMB’000

HKD 65,300
usb 13,083
78,383

22. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables presented based on the invoice date at the end of the reporting period:

2010 2009
RMB’000 RMB’000

0-90 days 172,469
91-180 days 184,349
181-365 days 68,012
Over 1 year 52,856

Trade payables
Other payables
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23. BORROWINGS

2010 2009
RMB’000 RMB'000

Bank loans and trust receipt loans 419,210
Analysed as:
Secured 281,800
Unsecured 137,410
419,210
The Group's borrowings are repayable:
2009
Floating- Floating-
Fixed-rate rate Fixed-rate rate
borrowings borrowings Total borrowings  borrowings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’'000
Within one year 73,846 176,364 250,210
More than one year, but not
exceeding two years — 34,000 34,000

More than two years, but not

exceeding five years — 135,000 135,000

73,846 345,364 419,210
Less: Amounts due within

one year shown under

current liabilities (73,846) (176,364) (250,210)

Amounts due after one year — 169,000 169,000

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

At the end of the reporting period, the Group has the following undrawn short-term borrowing facilities:

2010 2009
RMB’000 RMB’000

Expiring within one year 106,889

SHARE CAPITAL

Number of shares Nominal value

HK$'000
Ordinary shares of HK$0.01 each
Authorised
At 1 January 2009, 31 December 2009 and 31 December 2010 100,000,000,000 1,000,000
Number of Nominal
shares value
Notes RMB’000
Issued and fully paid
At 1 January 2009 812,879,787 8,384
Issue of shares upon exercise of share options (i) 24,497,000 216
Issue of shares to settle consideration for
acquisition of subsidiaries in 2008 (ii) 31,879,888 281
Issue of shares for share placement (iii) 62,000,000 546

At 31 December 2009 931,256,675 9,427
Issue of shares upon exercise of share options 400,000
Shares repurchased (2,788,000)

At 31 December 2010
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24. SHARE CAPITAL (Continued)

Notes:

@

(i)

(iii)

(iv)

During the year, 400,000 (2009: 24,497,000) ordinary shares of HK$0.01 each in the Company were issued on the exercise of share
options under the share option scheme of the Company as set out in note 26 with proceeds of approximately HK$ 1,036,000 (equivalent
to approximately RMB905,000) (2009: HK$58,347,000 (equivalent to approximately RMB51,446,000)).

In May 2008, the Group entered into a sale and purchase agreement for the acquisition of two subsidiaries from Mr. Ji by the issue of a
maximum of 31,879,888 ordinary shares of HK$0.01 each in the Company as part of the consideration. 31,879,888 shares of the
Company have been issued during the year ended 31 December 2009.

On 21 July 2009, the Company had entered into a placing and subscription agreement (the “Agreement”) with Star Treasure (a private
limited company wholly owned by Mr. Ji), Total Right Holdings Limited (“Total Right”, a trustee holding the share award plan of the
Company as set out in note 26 on the Company'’s behalf), and a placing agent.

Pursuant to the Agreement,

(a) 80,000,000 and 13,461,000 existing shares of the Company which were held by Star Treasure and Total Right, respectively,
would be placed to independent third parties at a placing price of HK$7 per share;

(b) 62,000,000 new shares of the Company would be issued to Star Treasure at a subscription price of HK$7 per share; and

(o] 18,000,000 existing shares of the Company which had been issued to the employees of the Group in previous years upon
exercise of share options would be purchased by Star Treasure at a price of HK$7 per share.

The placing and subscription was completed on 28 July 2009, with the 62,000,000 new shares being issued to Star Treasure on the
same day. These shares were issued under the general mandate granted to the directors at the annual general meeting of the Company
on 15 May 2009 and rank pari passu with other shares in issue in all respects.

During the year ended 31 December 2010, the Company repurchased its own shares through the Stock Exchange as follows:

Price per share

Number of Aggregate
ordinary shares of Highest Lowest consideration
Month of repurchase HK$0.01 each price paid price paid paid
HK$ HK$ HK$'000

2010
January 1,500,000 5.30 5.08 7,820
June 1,288,000 4.65 4.45 5,846
2,788,000 13,666

ration paid of HK$13,6 | ent to approximately RMB11,977,000.

e Company nor any of its subsidiari
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25. DEFERRED TAX LIABILITY

The following is the deferred tax liability recognised by the Group and movements thereon during the current and prior years:

Fair value
adjustments of
intangible assets and
land and buildings on
business combinations

RMB'000
At 1 January 2009 31,235
Credit to profit or loss (3,213)
At 31 December 2009 28,022
Credit to profit or loss (10,314)

At the end of the reporting date, the Group had unused tax losses of approximately RMB17,133,000 (2009: RMB7,526,000).
No deferred tax asset has been recognised in respect of any the tax losses due to the unpredictability of future profit streams.
The tax losses may be carried forward for a period of five years from the respective year of assessment.

Under the EIT Law of the PRC, withholding tax is imposed on dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008. Deferred taxation has not been provided for in the consolidated financial statements in
respect of temporary differences attributable to consolidated accumulated profits of PRC subsidiaries amounting RMB616.0
million (2009: RMB404.9 million) as the Group is able to control the timing of the reversal of the temporary differences and it
is probable that the temporary differences will not reverse in the foreseeable future.

There was no other significant unprovided deferred taxation for the year or at the end of the reporting period.
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26.

SHARE-BASED PAYMENT TRANSACTIONS

Share option scheme

The Company’s share option scheme (the “Scheme”) was adopted for the purpose of providing incentives and rewards to
eligible participants for their contribution to the Group and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the Group and any entity in which the Group holds any equity
interest (“Invested Entity”). Eligible participants of the Scheme include directors and employees of the Company, its
subsidiaries or any Invested Entity, suppliers and customers of the Group or any Invested Entity, any person or entity that
provides research, development or other technological support to the Group or any Invested Entity, and any shareholder of
any members of the Group or any Invested Entity or any holder of any securities issued by any members of the Group or any
Invested Entity. The Scheme became effective on 26 November 2005 and, unless otherwise terminated or amended, will
remain in force for 10 years.

The total number of shares which may be issued upon exercise of all share options to be granted under the Scheme and any
other share option schemes of the Group must not in aggregate exceed 10% of the Company’s shares in issue as at the date
of listing. The limit may be increased to 10% of the then issued share capital of the Company from time to time upon
shareholders’ approval at a general meeting of the shareholders. The maximum number of shares which may be issued upon
exercise of all outstanding share options granted and yet to be exercised under the Scheme and any other share option
schemes adopted by the Group shall not exceed such number of Company’s shares as equal to 30% of the issued share
capital of the Company from time to time. The number of shares in respect of which options may be granted to any individual
in any one year is not permitted to exceed 1% of the shares of the Company in issue at any point in time unless prior approval
has been obtained from the Company’s shareholders. Options granted to substantial shareholders or independent non-
executive directors in excess of 0.1% of the Company’s share capital or with a value in excess of HK$5 million must be
approved in advance by the Company’s shareholders.

As at 31 December 2010, the number of shares in respect of which options had been granted and remained outstanding
under the Scheme was 22,983,000 (2009: 23,383,000), representing approximately 2.5% (2009: 2.5%) of the then issued
share capital of the Company.

Options granted must be taken up within 30 days of the date of grant, upon payment of HK$1 per option. Options may be
exercised at any time from the date of grant of the share option to the 10th anniversary of the date of grant. There is no

minimum period for which an option must be held before the exercise of the subscription right attaching hereto except
otherwise imposed by the board of directors. The exercise price is specified in the rules governing the share option scheme
and shall not be lower than the highest of the official closing price of the ordinary shares of the Company on the Stock
Exchange on the date of the offer of grant of options, the average of the official closing price of the ordinary shares on the
Stock Exchange for the five trading days immediately preceding the date of the grant of the options and the nominal value of
an ordinary share of the Company.
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26. SHARE-BASED PAYMENT TRANSACTIONS (Continued)

Share option scheme (Continued)
The following table discloses movements of the Company’s share options held by directors and employees during the current
and prior year under the Scheme:

Exercised Exercised
Exercise Exercise Outstanding during  Outstanding during  Outstanding
Category Date of grant  period price  at 1.1.2009 the year at 31.12.2009 the year at31.12.2010
HK$
Directors 23.2.2006 23.2.2008 to 2.225 10,900,000  (2,600,000) 8,300,000 (100,000) 8,200,000
22.2.2016
Employees 23.2.2006 23.2.2008 to 2.225 22,980,000 (17,957,000) 5,023,000 (150,000) 4,873,000
22.2.2016
7.2.2007 7.2.2009 to 3.200 7,000,000  (3,940,000) 3,060,000 (25,000) 3,035,000
6.2.2017
7.2.2007 7.2.2010 to 3.200 7,000,000 — 7,000,000 (125,000) 6,875,000
6.2.2017
36,980,000 (21,897,000) 15,083,000 (300,000) 14,783,000
Total 47,880,000 (24,497,000) 23,383,000 (400,000) 22,983,000
Exercisable at year end 16,383,000 22,983,000
Weighted average exercise price (HK$) 2.510 2.382 2.644 2.591 2.645

For the year ended 31 December 2010, the weighted average closing price of the Company’s shares immediately before the
dates on which the options were exercised was HK$5.19 (2009: HK$7.63).

The Group recognised the share-based payment expense of RMB172,000 for the year ended 31 December 2010 (2009:
RMB1,990,000) in relation to share options granted by the Company.
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26.

27.

SHARE-BASED PAYMENT TRANSACTIONS (Continued)

Share award plan

The Company’s share award plan (the “Plan”) was adopted pursuant to a resolution passed on 10 October 2008. Pursuant to
the Plan under which eligible employees, but not directors, are entitled to participate. The purpose of the Plan is to recognise
and reward the contribution of the employees to the growth and development of the Group through an award of shares of
the Company. The Plan became effective on 10 October 2008 and, unless otherwise terminated or amended, will remain in
force for 10 years.

The Plan is operated through a trustee which is independent of the Group and has the right to, among other conditions, in its
sole discretion, determine whether the shares are to be purchased on or off the Stock Exchange from time to time, unless
during the year at which the directors of the Company are prohibited by the Listing Rules or any corresponding codes or
securities dealing restrictions adopted by the Company. In any given financial year of the Company, the maximum number of
shares to be purchased by the trustee for the purpose of the Plan shall not exceed 2% of the total number of issued shares as
at the beginning of that financial year.

The directors would notify the trustee of the Plan in writing upon the making of any award to any participants. Upon the
receipt of such notice, the trustee would set aside the appropriate number of awarded shares in the pool of shares. The
relevant awarded shares shall vest in the relevant awardees within 10 business days after the latest of (a) the date specified by
the directors on the notice of the award; (b) where applicable, the date on which the condition(s) or performance target(s) (if
any) to be attained by such participants as specified in the related notice of award have been attained and notified to the
trustee of the Plan by the directors in writing; and (c) where applicable, the date on which the trustee of the Plan has
completed the purchase of shares for the purpose of making the relevant award. No new shares would be allotted and issued
to satisfy the awards made under the Plan.

Following the adoption of the Plan, the management of the Company has further communicated with its PRC lawyers and
noticed that if the Board of Directors decides to award any share to potential eligible employees (most of them being PRC
citizens employed in the PRC), the Company will be required to comply with several PRC regulations, which also increase the
administration burden and affect the Company’s preparation of its consolidated financial statement.

As a result, a resolution has been passed by the board of directors to terminate the Plan on 21 July 2009 in accordance with
its rules and procedures. At no time prior to the termination of the Plan had any participants been awarded any share under
the Plan. Details of the termination are set out in the Company’s announcement dated 21 July 2009.

CAPITAL RISK MANAGEMENT

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

The capital cture of the Group consists of debt, which includes the borrowings disclosed in note 23 and equity attributable

oW and various reserves as disclosed in the consolidated statement of
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28. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

2010 2009
RMB’000 RMB’000

Financial assets
Loan and receivables:
Long-term receivable

Trade and other receivables 782,496
Amounts due from related parties 21,233
Pledged bank deposits 113,746
Bank balances and cash 644,668
1,562,143
Available-for-sale financial assets:
Available-for-sale investments 4,961
1,567,104
Financial liabilities
Financial liabilities at amortised cost:
Trade and other payables 484,485
Amount due to a related party 559
Borrowings 419,210
904,254

Financial risk management objectives and policies
The Group’s major financial instruments include available-for-sale investments, long-term receivable, trade and other
receivables, amounts due from related parties, pledged bank deposits, bank balances and cash, trade and other
payables, amount due to a related party and borrowings. Details of the financial instruments are disclosed in respective
notes. The risks associated with these financial instruments include market risks (currency risk, interest rate risk and
other price risk), credit risk and liquidity risk. 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
effective manner. There has been no change to the policies on how to mitigate these risks.

Market risk
(i) Currency risk
The Group mainly operate
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28. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies (Continued)
Market risk (Continued)
(i) Currency risk (Continued)
The carrying amounts of the Group'’s foreign currency denominated monetary assets and monetary liabilities at
the end of the reporting period are as follows:

Assets Liabilities

2010 2009 2010 2009
RMB’000 RMB'000 RMB’000 RMB’000

HKD
usb

Sensitivity analysis
The Group's foreign currency risk is mainly concentrated on the fluctuation of HKD and USD.

The following table details the Group's sensitivity to a 5% increase and decrease in RMB against the relevant
foreign currencies. 5% is the sensitivity rate used which represents management’s assessment of the reasonably
possible change in foreign exchange rates. The sensitivity analysis adjusts their translation at the year end for a 5%
change in foreign currency rates. A positive (negative) number below indicates an increase (decrease) in profit
where RMB strengthen 5% against the relevant foreign currencies. For a 5% weakening of RMB against the
relevant foreign currencies, there would be an equal and opposite impact on the profit for the year.

HKD usbD

2010 2009 2010 2009
RMB’000 RMB'000 RMB’000 RMB'000

Profit for the year

Other equity

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




. . . L
Notes to the Consolidated Financial Statements c‘“
For the year ended 31 December 2010

28. FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies (Continued)
Market risk (Continued)
(ii) Interest rate risk
The Group is exposed to cash flow interest rate risk in relation to variable-rate long-term receivables (see note
19), pledged bank deposits and bank balances (see note 21) and borrowings (see note 23). Management
monitors interest rate exposure and will consider hedging significant interest rate exposure should the need arise.

The Group is also exposed to fair value interest rate risk in relation to fixed rate borrowings (see note 23).

The Group's exposures to interest rates on financial liabilities are detailed in the liquidity risk management section
of this note. The Group’s cash flow interest rate risk is mainly concentrated on the fluctuation of People’s Bank
of China RMB Benchmark Loan Rates and London Interbank Offer Rate arising from the Group’s RMB borrowings
and USD borrowings, respectively.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates of borrowings. The
analysis is prepared assuming the amount of the outstanding at the end of reporting period was outstanding for
the whole year. A 50 basis point increase or decrease is used which represents management’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/lower and all other variables were held constant, the Group’s
profit for the year ended 31 December 2010 would decrease/increase by RMB1,500,000 (2009: RMB1,726,000).
This is mainly attributable to the Group’s exposure to interest rates on its variable-rate bank borrowings.

(i) Other price risk
The Group is exposed to equity price risk through its available-for-sale investments in listed equity securities (note
17). The Group's equity price risk is mainly concentrated on one listed equity instrument operating in power
supply industry sector quoted in the Stock Exchange of Hong Kong Limited.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to equity price risks at the reporting
date. For sensitivity analysis purpose, the sensitivity rate is increased to 5% in current year as a result of the
volatile financial market.

If the prices of the respective equity instruments had been 5% (2009: Nil) higher/lower, investment valuation
reserve would increase/decrease by RMB2,178,000 (2009: Nil) for the Group as a result of the cha in fai
value of other available-for-sale investments.
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28. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and policies (Continued)

Credit risk

As at 31 December 2010, the Group’s maximum exposure to credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the counterparties provided by the Group is arising from the carrying
amount of the respective recognised financial assets as stated in the consolidated 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 the recoverable amount of each individual trade and other debt at each
balance sheet date to ensure that adequate impairment losses are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties are banks with good reputation.

The Group has concentration of credit risk on liquid funds, which are deposited with several banks with good
reputation. The Group also has concentration of credit risks on amounts due from related parties, as the amounts are
due from a limited number of related parties. The long-term receivable representing the remaining consideration from
disposal of certain assets as disclosed in note 34 is concentrated on a single independent third party, and credit risk is
reduced as the amount is pledged by the asset disposed. Other than the above, the Group does not have any other
significant concentration of credit risk.

Liquidity risk

The Group has net current assets amounting to approximately RMB1,054,192,000 at 31 December 2010 (2009:
RMB1,222,364,000). The Group has sufficient funds to finance its current working capital requirements taking into
account of the existing banking facilities and cash flows from operations.

In management of the liquidity risk, the Group monitors and maintains a level of cash and cash equivalents considered
adequate by the management to finance the Group'’s operations and mitigate the effects of fluctuations in cash flows.
The management monitors the utilisation of borrowings and ensures compliance with loan covenants.

The following table details the Group’s contractual maturity for its financial liabilities based on the agreed repayment
terms. The table for non-derivative financial liabilities has been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the Group can be required to pay. The table includes both
interest and principal cash flows.
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(b) Financial risk management objectives and policies (Continued)
Liquidity risk (Continued)

Total

carrying

Weighted Total  amount at
EVEER Less than 91t0 180 181 to 365 1to2 2to5 undiscounted 31 December

interest rate 90 days days days years years cash flows 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

2010
Non-derivative
financial liabilities
Trade and other payables — 206,525 345,446 74,020 58,929 = 684,920 684,920
Amount due to
a related party — 205 — - - — 205 205
Borrowings 4.89% 229,786 90,264 85,947 5,891 111,904 523,792 501,332
436,516 435,710 159,967 64,820 111,904 1,208,917 1,186,457
Total
carrying
Weighted Total amount at
average Less than 91t0 180  181t0 365 1to2 2to5  undiscounted 31 December
interest rate 90 days days days years years cash flows 2009
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
2009
Non-derivative
financial liabilities
Trade and other payables — 204,554 157,501 84,002 38,428 — 484,485 484,485
Amount due to
a related party — 559 — — — — 559 559
Borrowings 4.74% 62,675 111,858 90,048 64,558 116,460 445,599 419,210
267,788 269,359 174,050 102,986 116,460 930,643 904,254

The amounts included above for variable interest rate investments for non-derivative financial liabilities is subject to
change of changes in variable interest notes determined at the end of reporting period.
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28. FINANCIAL INSTRUMENTS (Continued)

(c) Fairvalue
The fair value of available-for-sale investment traded in active liquid market is determined with reference to quoted
market bid price (i.e. level 1 fair value measurement under HKFRS 7).

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.

The directors consider that the carrying amounts of financial assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate their fair values.

29. ACQUISITION OF A SUBSIDIARY

There was no acquisition of subsidiary during the year ended 31 December 2010.

During the year ended 31 December 2009, the Group acquired the entire equity interest of £ IHAEFRIEFER AT
Changsha Ruisheng Electronic Company Limited (“Changsha Ruisheng”) at a cash consideration of RMB1,000,000 on 25
October 2009. The transaction had been accounted for using the purchase method of accounting.

The net assets acquired in the transaction are as follows:

2009

Acquiree’s carrying
amount before
combination and

fair value
RMB’000
Net assets acquired:

Property, plant and equipment 229
Prepaid lease payments 31,824
Trade and other receivables 4,206
Bank balances and cash 616
Trade and other payables (35,875)

1,000




. . . L
Notes to the Consolidated Financial Statements c‘“
For the year ended 31 December 2010

29. ACQUISITION OF A SUBSIDIARY (Continued)

During the year ended 31 December 2009, the subsidiary acquired contributed a loss of approximately RMB127,000 to the
Group's profit for the year between the date of acquisition and the end of the reporting period.

If the acquisition had been completed on 1 January 2009, total group revenue for the year ended 31 December 2009 would
have been RMB1,082,294,000, and profit for the year ended 31 December 2009 would have been RMB262,010,000. The pro
forma information is for illustrative purposes only and is not necessarily an indication of revenue and results of operations of
the Group that actually would have been achieved had the acquisition been completed on 1 January 2009, nor is it intended
to be a projection of future results.

30. OPERATING LEASE

The Group as lessee

2010 2009
RMB’000 RMB’000

Minimum lease payments paid under operating leases during

the year in respect of rented premises 4,243

At the end of the reporting period, the Group has commitments for future minimum lease payments for rented premises
under non-cancellable operating leases which fall due as follows:

2010 2009
RMB’000 RMB’000

Within one year 2,155
In the second to fifth year inclusive 2,328
4,483

Operating lease payments represent rentals payable by the Group for certain of its premises. Leases are negotiated for a term
ranging from one to two years with fixed rentals.
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30. OPERATING LEASE (Continued)

The Group as lessor
Property rental income earned during the year was RMB903,000 (2009: Nil). The property is expected to generate rental yields
of 9.1% (2009: Nil) on an ongoing basis. All of the properties held have committed tenants for the next 4 years.

At the end of the reporting period, the Group had contracted with tenants for the following future minimum lease payments:

2010 2009
RMB’000 RMB’000

Within one year
In the second to fifth year inclusive

31. CAPITAL COMMITMENTS

2010 2009
RMB’000 RMB'000

Capital expenditure in respect of the acquisition of property, plant and

equipment contracted for but not provided in the consolidated financial statements 94,983
32. RELATED PARTY DISCLOSURES
(i) Transactions
2010 2009
Company/individual Transactions RMB’000 RMB’000
Liang Ke Nan (“Mr. Liang”) (Note) Rental expense paid 226

Note: The Group entered into a lease agreement with Mr. Liang, brother of Mr. Ji, under which the Group was granted the right to use
an office premise and a staff quarter.
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32. RELATED PARTY DISCLOSURES (Continued)

(i)  Balances
(a)  Particulars of amounts due from related parties

Maximum amounts
outstanding for the year
ended 31 December

2010 2009 2010 2009
RMB’000 RMB’000 RMB’000 RMB’000

Companies controlled by certain
directors of the Company 21,338 21,233 21,338 110,690

The amounts are unsecured, interest-free and expected to be recovered within one year.

(b)  Particulars of amount due to a related party

2010 2009
RMB’000 RMB’000
Mr. Liang 205 559

The amount is unsecured, interest-free and repayable on demand.

(iii)  Credit facilities
Details of the borrowings of the Group which are secured by assets held by related parties are as follows:

Banking facilities

Assets pledged as utilised by the Group
Related party securities by the related party 2010 2009
RMB’000 RMB’000
Changsha Weihua Property Property, plant and — 7,800
Development Ltd. equipment

("Weihua Property”) (Note)

Note: Mr. Ji has controlling interest in Weihua Property.
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32. RELATED PARTY DISCLOSURES (Continued)

(iv)  The remuneration of key management during the year were as follows:

2010 2009
RMB’000 RMB’000

Short-term benefits 4,106
Retirement benefit scheme contributions 67
Share-based payment expense 23

4,196

The remuneration of key management is determined by the remuneration committee of the Company having regard to
the performance of individuals and market trends.

33. PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December 2010 and 2009 are as follows:

Place of
incorporation Paid up/issued/ Proportion of nominal value of
or registration/ registered issued/registered capital
Name of subsidiary operations capital held by the Company Principal activities
Directly Indirectly
2009
Oceanbase Group Limited BVI/Hong Kong US$1,000,000 — Investment holding
Power Well Creation Limited Hong Kong HK$2 —  Investment holding
Changsha Wasion Industrial The PRC RMB60,000,000 100%  Investment holding
Investment Company Limited
(“Wasion Industrial”) (note (i)
Changsha Weisheng Energy The PRC HK$50,000,000 100%  Development,

manufacture and
sale of energy
saving products

Industrial Technology Company
Limited (“Weisheng Energy”)
(note (ii))
gsha Weisheng Import ! The PRC RMB 10,000,000 100% Trading of power
meters
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33. PRINCIPAL SUBSIDIARIES (Continued)

Place of
incorporation Paid up/issued/ Proportion of nominal value of
or registration/ registered issued/registered capital
Name of subsidiary operations capital held by the Company Principal activities
Directly Indirectly
2009
Gam Sheng Macao Commercial Macao MOP1,000,000 100%  Trading of electronic
Offshore Limited components
Hunan Weike Power Meters The PRC HK$50,000,000 100%  Development,
Company Limited (“Hunan Weike") manufacture and
(note (ii)) sale of power meters
Hunan Weiming Technology The PRC HK$50,000,000 100%  Development,
Co., Ltd. ("Hunan Weiming") manufacture and
(note (ii)) sale of water, gas
and heat meters
Wasion Group Limited The PRC RMB450,000,000 100%  Development,
(“Changsha Weisheng") manufacture and
(note (iii)) sale of power meters
Wasion Singapore Private Limited Singapore $G$1,000,000 100% Inactive
Wasion Technology Shenzhen The PRC RMB10,000,000 100%  Development and
Company Limited sale of power meters
(“Wasion Shenzhen”) (note i)
Notes:
(i) Wasion Industrial, Weisheng Import and Export, Changsha Ruisheng and Wasion Shenzhen are limited liability companies established in
the PRC.

(ii) Weisheng Energy, Weisheng Information, Hunan Weike and Human Weiming are sino-foreign enterprises.

(iii) Changsha Weisheng is a wholly foreign owned enterprise established in the PRC.

The above table lists the subsidiaries of the Group which, in the opinion of the directors, principally affected the results or

assets of the Group. To give details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive

length.

None of the subsidiaries had issued any debt securities at the end of the reporting period.

MAJOR NON-CASH TRANSACTION




Financial Summary

RESULTS
Year ended 31 December
2006 2007 2008 2009 2010
RMB'000 RMB’'000 RMB’000 RMB'000 RMB’000
Profit for the year 151,736 212,896 261,530 262,041
ASSETS AND LIABILITIES
As at 31 December
2006 2007 2008 2009 2010
RMB’000 RMB’000 RMB’'000 RMB'000 RMB’000
Total assets 929,613 1,915,555 2,543,842 3,176,027
Total liabilities (343,737) (692,277) (1,158,739) (1,028,152)
Shareholders’ funds 585,876 1,223,278 1,385,103 2,147,875
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