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Financial Highlights
MBEE

Year ended 31 December
BE+t-A=1t-RLEE

2011 2010 2009
—2——F —E—TF —ETNF
HK$'000 HK$'000 HK$°000
FETT FET FET
Revenue Wz 303,233 274,386 228,759
Profit for the year IR 55 | 473,589 43,680 24,706
Profit attributable to equity NREEDFEEA
holders of the parent PG % 7 467,519 36,062 23,772
Basic earnings per share EREARZF HK9.90 cents HKO0.76 cent HK0.50 cent
AL il il
Total assets BEHE 2,551,850 4,071,565 1,198,611
Total liabilities aERE (396,770) (637,841) (177,728)
Non-controlling interests IR = (4,173) (71,646) (65,428)
Net assets EEFE
(net of non-controlling interests) (B FEIE AR A 2) 2,150,907 3,362,078 955,455
Revenue (HK$’ million) Net assets (HK$' million)
W (B8BT) BEFE (B8ET)
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BUSINESS REVIEW

Overall review

The Group's consolidated results for 2011 improved substantially
in comparison with last year. In 2011, the Group recorded
turnover of HK$303,233,000 (2010: HK$274,386,000) and
profit attributable to equity holders of HK$467,519,000
(2010: HK$36,062,000). Basic earnings per share amounted
to HK¢9.90 (2010: HK¢0.76). The improvement in results was
mainly attributable to the gain recorded on disposal of the
electric and steam power supply business and on disposal of
certain available-for-sale investments.

Electric and steam power supply

During the year, the Group disposed of its electric and steam
power supply business by disposing 53% out of its 56% equity
interest in Zhejiang Sealand Thermoelectric Share-Holding Co.,
a non-wholly-owned subsidiary of the Group, so as to realise
its investment in this business and to invest in businesses in
other industries with better growth prospects, with an aim to
restructure its business portfolio and to increase shareholders’
value. A gain on disposal of subsidiaries of HK$148,489,000
(2010: Nil) was recorded. The details of this disposal have been
contained in the circular dated 7 December 2011.

In 2011, the turnover contributed by this discontinued operation
amounted to HK$303,233,000 (2010: HK$273,732,000).
Together with the gain on disposal of subsidiaries, this
discontinued operation contributed profit of HK$152,766,000
(2010: HK$18,320,000) to the Group's profit for the year.

Aero-technology related business

Totally 10 EC120 helicopters were sold in 2011. However,
no turnover (2010: HK$654,000) was recorded by the Group
on this as a loss was incurred by AVIC International Holding
Corporation (“AVIC International”), a substantial shareholder of
the Company, from the operations of Project EC120 of which
the Group shares 80%. The Group did not make any provision
for impairment (2010: HK$3,459,000) against the financial
assets thereunder for the year as the financial assets had been
fully impaired as at 31 December 2010. The aero-technology
related business segment recorded profit of HK$541,000 (2010:
loss of HK$4,037,000) for the year.

Chairman’s Statement
FEHRES

EZE
EEoE

AEER T ——F2RA¥EHEFAR
BREAEER R ——F KEFEEK
15 & ¥ %8303,233,0008 T (Z T — T F :
274,386,000 7T) REEFH ARG EF
467,519,000 7T (—Z—=Z 4 : 36,062,000
BIT) o EREAREF AR (ZFE—F
F076781L) - EEREFERKREHES
NRFEAEEEFRHES TAHEERR
BTS2 FIE o

BhHREAMHE

FR - AEEEBLEERIEZEWB AR
AT EE 2 BARD AR A T 256%M A&
2 HP53% 0 MILE O RETHEEER
HE  {MIEZREZR - NEERHEME
EERRISMNITECZER  BEEALRSE
EzEBHEERIERREEME - ALt 855
&M B A R 2 F8148,489,0005 7T (—
T—ZF E) c AENBEHENFBESR
RZE——F+=-A+B2Z@EA o

REZE——F ZERUIKLEEBERZ
258 5303,233,00008 70 (ZE— T ¢
273,732,000 ) - ERIHEWB AR 2
FH - ZERIEKEEBEAEER 2 A Fii
FE Bt T152,766,00008 7T (ZE—F 4 -
18,320,000/ 7T) °

M firEEER

ECI20E AR = ——FERE X102 M
HE BEREASKEVEFRUSSEER (=
T—ZTF :654,0008 L) AAARRRZ
FEER AR R EMERITEEZERER
AR ([HHBEE]) RECI12008E 2 &8 E
ETEE MASERSMGEEFAS0% o
REBRFERNTEEZIAE MHEEED
TR ERE (ZZ—ZF : 3,459,000/%
) BAZMBEEER_E—ZF+=
A=+—HZ2@ERE - MZERMTEEESED
BREBE-_ZT——F+-_A=+—HItFE
15545 F541,0008 L (ZE—ZF : Fi8
4,037,000/87T) °
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Chairman’s Statement
FERES

Knitting and textile

During the year, the Group acquired 51% equity interest
in WMIRGE&FHERKBRAT (“Zhejiang Dongyang
Jinniu”) at a cash consideration of RMB7,000,000 (equivalent
to approximately HK$8,537,000). Zhejiang Dongyang Jinniu
is engaged in the production and distribution of knitting
and textile products, knitted fabrics and clothing in Zhejiang
Province, the PRC. The acquisition was considered as a good
opportunity for the Group to diversify its source of revenue. The
details of this acquisition have been contained in the circular
dated 17 November 2011. The acquisition was completed on
28 December 2011.

Others

During the year, the convertible bonds held by the Group and
issued by China Environmental Investment Holdings Limited
("CEIH") (formerly known as Sino Gas Group Limited), an
associate of the Group, became mature and were converted
into 137,500,000 ordinary shares of CEIH at a conversion price
of HK$0.2 per share. As a result, a net gain on the additional
investment in an associate of HK$2,143,000 (2010: Nil) was
recorded.

For the year ended 31 December 2011, the Group disposed
certain listed investments and recorded gain on disposal of
available-for-sale investments of HK$331,047,000 (2010: Nil).
In addition, the Group recorded share of profits of jointly-
controlled entity and associates of HK$127,951,000 (2010:
losses of HK$5,647,000). The increase was mainly attributable
to the satisfactory results achieved by the jointly-controlled
entity for the year.

g 4 A

FA - AEE RS K(ET,000,000TAR
# (F8 8 1 498,537,000 T) W BE T T
R4 HBEXKERQRA (HIREGSE
41) Z51% B A= - HLIRGESFEHR
B I AR EEERDHIEBRAHBSD - 81
BERRRE  HASEmME - ZKEDE
REER=ERRZ Tz R - B IEK
BHEBEEHEN - ——&+—A++B2
BHA - ZKER-_Z——FF+-_A=+N
HFEK °

Hith

FA - AEBFFZEAEEEE QAT EH
BREERMHBRAR ([PERE]) (A1
FIRRESEBRAR) BT IIRRE
HFEBEH YERESRO2BTZERE
#15137,500,00088 1 B3R % 2 @A -
Ft - AEE SRS MEE A RIIE 2 F)H
2,143,000 (T —T4F  #&) o

HE - T——F+_A=+—HIEEE " K
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PROSPECTS

Looking forward, the Group is optimistic about the prospects
of the knitting and textile business in light of (i) the continuing
economic development in the PRC; (ii) the increasing per capita
disposable income in the PRC; and (iii) the extensive industrial
experience and established customer base of Zhejiang Dongyang
Jinniu. At the same time, the Group will keep reviewing the
business portfolio from time to time, and will continue to
identify possible acquisition opportunities in businesses in other
industries with good prospects, with the aim to optimise its
business portfolio and to increase shareholders’ value.

APPRECIATION

I would like to take this opportunity to express my appreciation
to my fellow directors and all our staff for their support, hard
work and dedication.

By order of the Board

AVIC International Holding (HK) Limited
Wu Guangquan

Chairman

Hong Kong, 16 March 2012

Chairman’s Statement
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Management Discussion and Analysis
EEENRR DM

FINANCIAL REVIEW

Liquidity, capital structure and financial resources

The Group has consistently maintained sufficient working
capital. As at 31 December 2011, the Group had current assets
of HK$1,245,575,000 (2010: HK$580,674,000), including cash
and bank balances and time deposits in an aggregate of
HK$796,308,000 (2010: HK$374,448,000). The Group’s current
liabilities as at 31 December 2011 were HK$268,209,000 (2010:
HK$166,216,000).

During the year, the Company repurchased a total of 73,546,000
shares of the Company on The Stock Exchange of Hong Kong
Limited at prices ranged from HK$0.25 to HK$0.345 per share
for an aggregate consideration of HK$25,087,000. All the
relevant share certificates in respect of the repurchased shares
have been duly cancelled.

As at 31 December 2011, the Group’s equity attributable to
equity holders of the parent amounted to HK$2,150,907,000
(2010: HK$3,362,078,000), comprising issued capital of
HK$468,085,000 (2010: HK$475,440,000) and reserves of
HK$1,682,822,000 (2010: HK$2,886,638,000). The Group's
outstanding bank borrowing as at 31 December 2011 amounted
to HK$37,073,000 (2010: HK$55,882,000). The Group's
gearing ratio, calculated on the basis of total bank borrowings
as a percentage of equity attributable to equity holders of the
parent, was 2% (2010: 2%).

The Group’s banking facilities are mainly utilised for general
working capital requirements.

Charges on the Group’s assets

Details of the charges on the Group's assets are set out in note
32(a) to the financial statements.

Exposure to fluctuations in exchange rates

The Group’s foreign currency exposures primarily arise from
certain sales or purchases by operating units in currencies
other than the units’ functional currency. In view of the fact
that the Group tries to match its assets and liabilities with the
same currency, the Group’s exposure to foreign currency risk
is minimal.

Bt 7% B B
RERBY - AREBRAB IR

AEBE-—BERFATEEES - WZF
——F+-A=+—HB A&EBERH
& ££1,245,575,0008 T (Z T — T F:
580,674,000 L) HA BEHR & KR
THTF R TE BT RE $£796,308,0007% 7T
(ZZ — T £ : 374,448,000/ 7T) » N &
BR-_ZE——&E+-A=+—"B2Z2iH
B & /268,209,000 T (—Z T — T F:
166,216,000 7T ) °

FA - AR AN ERKR.25%8 T £0.345%
TRERCESHERIFBERAREL
73,546,000 X 2 & |k fn 0 AR E B
25,087,000/8 7T ° AT & B A% (9 &9 IR 15 7%
EC A -

RZB——F+-A=1+—8 " x&EEZ A
AR A AE(E# R A2,150,907,0007%
T (ZZE—F 4 :3,362,078,0008 7T) * H
2 31T AN468,085,000/8 T (ZE—T4F :
475,440,000 7T) & fi# #51,682,822,000/8
T (ZZFE—Z4 : 2,886,638,000/8 T) AT
e REBN-_ZE—F+_-_A=1+—H2
KEBIRITERB37,073,0008 7 (—ZF—
T4 1 55,882,000/87L) c AEB 2 EAXE
BRIFEIRITIEEE A RIERSIT A ARRE
HZADHHER2% (CE—TF 1 2%) °

AEBEZRITEETERARNEN—REEE

KEEEEA

ERARNSBEEEERR 2 FBHRTBRERN
5¥32(a) °

B R B AR
R SNE R = B B BB R
B8 i1 T AL B S LA SN O B D B R HE 1T MO T 5
£ RIR - ERAEER A IEER SR A
ERAERS - Bt A s B A 0INER
BIRIE -
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Management Discussion and Analysis

MATERIAL ACQUISITIONS AND
DISPOSALS

Details of the acquisition of a subsidiary and the disposal of
subsidiaries during the year are set out in notes 37 and 38,
respectively, to the financial statements.

Save for the above and transactions described elsewhere in this
annual report, the Group had no other material acquisitions or
disposals during the year.

CONTINGENT LIABILITIES

Details of the significant contingent liabilities of the Group are
set out in note 42 to the financial statements.

EMPLOYEES AND REMUNERATION
POLICY

As at 31 December 2011, there were 97 (2010: 271) employees
in the Group. Staff remuneration packages are determined in
consideration of market conditions and the performance of
the individuals concerned, and are subject to review from time
to time. The Group also provides other staff benefits including
medical and life insurance, and grants discretionary incentive
bonuses and share options to eligible staff based on their
performance and contributions to the Group.

BEREN WK DT
EXRRBREHE

BRAEBRFERNUENE RS HEHNE
NE) 2B BB R &M 737 %38 °

BRAERANERAEMA 2R ZH - NEH
REALET A EBERRERHE -

HARRE

ERAEEEASAGEZ FHBHART B R
RHIE42 -

B E K HMECR

R-ZE——F+_-_A=+—08  KEEHA
BIVVE(ZE—ZF:271%) - A& E
T2 EMHEREBEERE TRRAMBIE
BEHM - WTRHEL R - NEEW AE
BREHEMENREEERASRE - LR
RENEEZREREHAEBEL 2E
Bl MEEREER TREMEETARE
ReE -
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Biographical Details of Directors and Senior Management

EENEESEBZEBE

EXECUTIVE DIRECTORS

Mr. Wu Guangquan, aged 50, has been an Executive Director
and the Chairman of the Company since March 2010. He
is also a member of the Remuneration Committee of the
Company but resigned as its Chairman on 12 January 2012.
Mr. Wu holds a Master’s degree in Business Administration
and is a senior accountant. He is the president of AVIC
International Holding Corporation (“AVIC International”) and
a director of AVIC International (HK) Group Limited (“AVIC
International (HK) Group”), both of which are substantial
shareholders of the Company. Mr. Wu is also the board
chairman of AVIC International Shenzhen Company Limited and
Rainbow Department Store Holdings Co. Ltd. He has extensive
experience in finance, administration and management. Mr. Wu
is an executive director, the chairman and, a member and the
chairman of the remuneration committee of CATIC Shenzhen
Holdings Limited, a company listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”), and, the board
chairman of Tianma Microelectronic Co., Ltd. and Fiyta Holdings
Ltd. (formerly known as Shenzhen Fiyta Holdings Ltd.), both of
which are companies listed on the Shenzhen Stock Exchange.

Mr. Jiang Wei, aged 55, has been an Executive Director and
a Deputy Chairman of the Company since May 2010. He holds
a Master’s degree in Business Administration and a Bachelor’s
degree in Aeronautics Engine Design and is a professional
senior engineer. Mr. Jiang is also a vice president of AVIC
International and a director of AVIC International (HK) Group.
He was a deputy chief engineer of China Aviation Industry
Corporation | and, the chairman and the general manager
of AVIC Shenyang Liming Aero-Engine (Group) Corporation
Ltd. Mr. Jiang has extensive experience in foreign trading and
corporate management.

HITES
REEEE 505 —T-—TFE=-ALE
ARABHITESEREIE - REERKHER
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K - REARBERBEBHARIMER
nE (TBRPr]) Em oz R®RYIh s B R,
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RIFE  AERRRYBESFRZAETZ2RE
MEBEFRMARARMMREE (KE) BH
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ERAE) EFK -
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Biographical Details of Directors and Senior Management

Mr. Ji Guirong, aged 50, has been an Executive Director,
a Deputy Chairman and the Chief Executive Officer of the
Company since September 2001. He holds a Master’s degree in
Engineering Management and a Bachelor’s degree in Engineering
and is a senior engineer. Mr. Ji is responsible for the Group’s
overall management and development of corporate strategies
in relation to corporate finance, mergers and acquisitions,
project investments and diversification activities. He served as
the deputy chief economist of AVIC International. Mr. Ji is also
a director of AVIC International (HK) Group, Tacko International
Limited (“Tacko”) and Speed Profit Enterprises Limited (”Speed
Profit”). Tacko and Speed Profit are substantial shareholders
of the Company. He is also a director of CATIC Helicopter
Development (Shenzhen) Limited (“CATIC Helicopter SZ"), the
principal subsidiary of the Company, and certain subsidiaries
of the Company. Mr. Ji is also a non-executive director, the
chairman, a member of the remuneration committee and, a
member and the chairman of the nomination committee of
China Environmental Investment Holdings Limited (an associate
of the Company listed on the Stock Exchange and formerly
known as Sino Gas Group Limited), and, a director and the
vice chairman of Navinfo Co., Ltd., a company listed on the
Shenzhen Stock Exchange.

Mr. Liu Rongchun, aged 58, has been an Executive Director
of the Company since April 2005. He holds a Master’s degree
in Aeronautical Engineering and, a Bachelor’s degree in
Aeronautical Engineering and Industrial Foreign Trading, and
is a professional senior engineer. Mr. Liu is also a vice president
of AVIC International and, a director of AVIC International
(HK) Group and Tacko. He has served AVIC International since
1986 and has over 33 years of experience in technology, policy
research, sales and marketing and business management.

EENREESEZEBE

TEREE S0 —TT—FHAAHMA
RATATES « BIEFERITHREBH - =5k
SREIEEEELTSEURTESET 24 -
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Fo A B R IE AR R ERD o 5T
EREETEFMER (F%8) £8 - Tacko
International Limited ([Tackol) X &l13 )
RERAAT ([EEF]) EE - Tackok
IBFEBARRREBEIRE - FLEJLE
AR EZHB A B A E AT AR
ORI BRAR ([FREEARTI]) &
RABETHBARIZES - FHAERLMT
FRIRRIEERNDER AT (KAREEER
A - WHREEAZFT LT - IR RReEEES
RAR) ENITES  £F - FHEBE K
BNRAZEEKERER  UENIRIIE
HR S Lz b R4 B FRHRAR 5 B R
NRAIEFRAIEEE -
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Biographical Details of Directors and Senior Management

EENEESEBZEBE

Mr. Pan Linwu, aged 47, has been an Executive Director of the
Company since February 2008. He holds a Master’s degree in
Aeronautical Engineering, a Bachelor’s degree in Engineering
and a Postgraduate Diploma in Financial Accounting, and is a
professional senior accountant. Mr. Pan served at the Ministry
of Aviation Industry and the audit department of the Ministry
of Aero-Space Industry. In 1993, he was transferred to AVIC
International and served as deputy director and director of the
audit division. Mr. Pan has been appointed as a vice president
and the chief financial officer of AVIC International since 2001.
He is also a director of AVIC International (HK) Group and Tacko.
Mr. Pan has many years experience in financial management,
supervision and audit, and has substantial experience in the area
of finance, capital operation and risk management. He was an
independent director of Shenzhen Century Plaza Hotel Co., Ltd.,
a company listed on the Shenzhen Stock Exchange.

Mr. Zhang Chuanjun, aged 41, joined the Company in
October 2003 as the Chief Financial Officer and has been an
Executive Director of the Company since February 2008. He
holds a Master’s degree and a Bachelor’'s degree in Management
Accounting and is a senior accountant. Mr. Zhang is responsible
for the Group’s corporate finance, accounting and treasury
functions. He has been appointed deputy chief financial officer
of AVIC International since September 2011. Mr. Zhang is also
the chief financial officer of AVIC International (HK) Group
and a director of Speed Profit, CATIC Helicopter SZ and certain
subsidiaries of the Company. He has over 19 years of experience
in accounting and finance.
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Biographical Details of Directors and Senior Management

NON-EXECUTIVE DIRECTOR

Mr. Ip Tak Chuen, Edmond, aged 59, has been a Non-
executive Director of the Company since May 1999. He holds
a Bachelor of Arts degree in Economics and a Master of
Science degree in Business Administration. Mr. Ip is also
deputy managing director of Cheung Kong (Holdings) Limited,
an executive director and deputy chairman of Cheung Kong
Infrastructure Holdings Limited, the senior vice president and
chief investment officer of CK Life Sciences Int'l., (Holdings)
Inc., a non-executive director of ARA Asset Management
Limited (an Asian real estate fund management company
listed in Singapore), TOM Group Limited, Excel Technology
International Holdings Limited, Real Nutriceutical Group Limited
(formerly known as Ruinian International Limited), Shougang
Concord International Enterprises Company Limited (all being
listed companies), ARA Asset Management (Fortune) Limited as
the manager of Fortune REIT and Hui Xian Asset Management
Limited as the manager of Hui Xian REIT, and a director of ARA
Trust Management (Suntec) Limited as the manager of Suntec
REIT. Fortune REIT is listed in Hong Kong and Singapore, Hui
Xian REIT is listed in Hong Kong whereas Suntec REIT is listed
in Singapore.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chu Yu Lin, David, » sss, aged 68, has been an
Independent Non-executive Director of the Company since
May 1999. He is also a member and the Chairman of the Audit
Committee and, a member of the Remuneration Committee
of the Company and has been appointed as its Chairman with
effect from 12 January 2012. Mr. Chu received his Master
of Business Administration degree from Harvard University
after degrees in Electrical Engineering and Management at
Northeastern University and was awarded an honorary Doctor of
Public Service degree from Northeastern University. He worked
for a number of sizeable international corporations such as
Bank of America, General Electric Co. and Jardine Matheson
& Company Limited. Mr. Chu is an independent non-executive
director of Chuang’s China Investments Limited and Jiuzhou
Development Company Limited, both of which are companies
listed on the Stock Exchange.

EENREESEZEBE
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Biographical Details of Directors and Senior Management

EENEESEBZEBE

Mr. Li Ka Fai, David, aged 57, has been an Independent
Non-executive Director of the Company since December 2007.
He is also a member of the Audit Committee and a member
of the Remuneration Committee of the Company. Mr. Li
holds a Bachelor of Science honours degree in Chemistry and
Administration. He is the deputy managing partner of Li, Tang,
Chen & Co. CPA (Practising). Mr. Li is also a fellow of the
Hong Kong Institute of Certified Public Accountants and The
Association of Chartered Certified Accountants, UK as well
as The Institute of Chartered Secretaries & Administrators,
UK and an associate member of The Institute of Chartered
Accountants in England & Wales. He is an independent non-
executive director of China Merchants Holdings (International)
Company Limited, China-Hongkong Photo Products Holdings
Limited, Cosmopolitan International Holdings Limited, Goldlion
Holdings Limited and Shanghai Industrial Urban Development
Group Limited, all being listed on the Stock Exchange. Mr. Li’s
appointment as an independent director and the chairman
of the audit committee of China Vanke Co., Ltd, a company
listed on the Shenzhen Stock Exchange, were ended on 31
March 2011, and he has been appointed as advisor on the
same day.

Mr. Li Zhaoxi, aged 64, has been an Independent Non-
executive Director of the Company since September 2004. He
is also a member of the Audit Committee of the Company. Mr.
Li holds a Master’s degree in Business Administration. He is a
senior research fellow of and served as a deputy director at
the Enterprise Research Institute of the Development Research
Center under the State Council of the People’s Republic of
China. Mr. Li has carried out research on corporate reforms and
management for over 27 years. He is an independent director of
Liaoning Hongyang Energy Resource Invest Co., Ltd, a company
listed on the Shanghai Stock Exchange.

12 AVIC International Holding (HK) Limited FEIfiZ= TEERERER (Fi8)

ZRERE ST —EELEFE+ AW
EARRABIULIENTES - TEERKBET
RARIBEREESRFTMEESKE - T
SRACEREELBEBLBN - Theg
RATSRETEEFMBEIRITERA o F
%iﬁ%%ﬁéﬁ%“@ﬁ%éﬁéﬁ%~
RERFT ARSI AE REEFTWER

TBRABREERE Eﬁﬁﬂﬁﬁﬁﬁﬁ%
EfFﬁ?JrEfﬁA@@E\ c FRARMERERE
BRARAR - FERBSEMEBERQT]

@E%%lﬁ@gﬂ~@ﬂ%%§ﬁﬁ@
ﬁ&iﬁf%ﬁﬁﬁ%ﬁlﬁﬁﬁﬂ%ﬁ#
WITES - LA ARZEHARNERA L -
?ﬁiﬁﬁmmwﬁ *R P EH ERE
EEMNBERABBIEEREZZESLIRE
ZEBRZE——F=ZA=+—H&ER " I
RE B ERERZARER -

TREREE 645% 0 —TETWHFNALMGE
$“ﬂﬁ1%%ﬁ§$ 2= 5 A (B B I A AR

NEBEZEEGKE - FRARAIRHER
BT - FAELBR /P EEKRERTE
POEERTAMERTREYL B L EREIPT
R - FRERFLEREREERET IS
27F - FRAEBEER EBEXFRHHA L
MZBEAGRRRERNERARBLE
=,

BRAF



Biographical Details of Directors and Senior Management

SENIOR MANAGEMENT

Mr. Yang Hua, aged 42, Chief Operating Officer, joined the
Group in October 2003. He is responsible for the Group’s
corporate planning, mergers and acquisitions, and project
investments. He holds a Master’s degree in Engineering and
a Bachelor’'s degree in Industrial Engineering and is a senior
economist. He has over 21 years of experience in engineering,
corporate finance, mergers and acquisitions and project
investments. He is also a director of Speed Profit and certain
subsidiaries of the Company.

Mr. Liu Binliao, aged 49, Chief Operating Officer, joined
the Group in April 2007. He is responsible for the Group's
corporate planning, project development and, import and
export trading business. He holds a Bachelor’'s degree in
Mechanical Engineering and Automation at Tsinghua University
and served at the Ministry of Aviation Industry. He served
AVIC International as project manager and chief officer of the
Imports Bureau. He also served as chief officer of the trading
division in AVIC International (HK) Group. He has over 27 years
of experience in technical research, project management and
international trade. He is also a director of certain subsidiaries
of the Company.

Mr. Zhang Hao, aged 38, Deputy Chief Financial Officer, joined
the Group in December 2010. He is responsible for the Group'’s
corporate finance, accounting and treasury functions. He holds
a Master’'s degree and a Bachelor’'s degree in Accounting
and is a member of The Chinese Institute of Certified Public
Accountants and a senior accountant. He has over 17 years of
experience in accounting and finance. He is also a director of
certain subsidiaries of the Company.
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Corporate Governance Report

EEERRE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain good standards of
corporate governance practices by emphasizing transparency,
accountability and responsibility to its shareholders.

For the year ended 31 December 2011, the Company applied
the principles of, and complied with all the code provisions
and, where applicable, the recommended best practices of the
“Code on Corporate Governance Practices” (the “CG Code”)
as set out in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”), except for all Non-executive Directors are
appointed without specific terms, which is mentioned under
section Non-executive Directors in this report.

The Company will periodically review and improve its corporate
governance practices with reference to the latest development
of corporate governance.

DIRECTORS’ 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 of the Listing Rules as the Company’s
code of conduct regarding securities transactions by its Directors.
A reminder is served by the Company to each Director twice
annually of the black out period that the Director cannot deal
in the securities and derivatives of the Company.

Directors are required to notify the Chief Executive Officer and
receive a dated written acknowledgement before dealing in the
securities and derivatives of the Company. In the case of the
Chief Executive Officer himself, he must notify the Chairman
and receive a dated written acknowledgement before any
dealing.

Having made specific enquiry of all Directors, all Directors have
confirmed that they have complied with the required standards
as set out in the Model Code throughout the year 2011.
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The Company has also established a written guideline no less
exacting than the Model Code for securities transaction by
relevant employees (include any employee of the Company or
a director or employee of a subsidiary or holding company of
the Company, who, because of such office or employment,
are likely to be in possession of unpublished price-sensitive
information in relation to the Company or its securities). No
incident of non-compliance was noted by the Company.

BOARD OF DIRECTORS

The Company is governed by a Board of Directors (the “Board”)
which has the responsibility for leadership and control of
the Company. The Directors are collectively responsible for
promoting the success of the Company by directing and
supervising the Company'’s affairs.

Currently, the Board comprises six Executive Directors, including
Chairman and two Deputy Chairmen, and four Non-executive
Directors, including three Independent Non-executive Directors.
All Directors served during the year 2011. The biographical
details of the Directors are set out on pages 8 to 13 of this
annual report. There is no relationship (including financial,
business, family or other material relationship) among members
of the Board.

At each annual general meeting, one-third of the Directors for
the time being (or, if their number is not a multiple of three, the
number nearest to but not less than one-third) shall retire from
office by rotation provided that every Director shall be subject
to retirement at least once every three years. The Directors to
retire in every year shall be those who have been longest in
office since their last election but as between persons who
became Directors on the same day who to retire shall (unless
they otherwise agree between themselves) be determined by
lot. The retiring Directors shall be eligible for re-election. A
new Director appointed by the Board (in the case of filling a
casual vacancy or an addition to the existing Board) after the
preceding annual general meeting is subject to retirement and
is then eligible for re-election at the first general meeting after
his appointment.

Corporate Governance Report
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Corporate Governance Report
TEER®RE

The Company currently does not have a nomination committee.
The Board is directly in charge of nomination of directors. In
accordance with the Bye-laws of the Company, the Board shall
have the power from time to time and at any time to appoint
any person as a Director either to fill a casual vacancy or as an
addition to the Board but so that the number of directors as
appointed shall not exceed the maximum number determined
from time to time by the members in general meeting. For
nomination, consideration will be made to the qualifications
and capabilities of the nominated individual.

The Board formulates overall strategy of the Group, monitors
its financial performance and maintains effective oversight over
the management. The Board members are fully committed
to their roles and have acted in good faith to maximize the
shareholders’ value in the long run, and have aligned the
Group's goals and directions with the prevailing economic and
market conditions. Daily operations and administration are
delegated to the management.

The Company has arranged appropriate insurance cover in
respect of legal actions against its Directors and officers. The
Company reviews the extent of this insurance each year.

All Directors have access to the services of the Company
Secretary who regularly updates the Board on governance
and regulatory matters. Any Director, in the furtherance of
his or her duties, may take independent professional advice in
appropriate circumstance through the Chairman at the expense
of the Company. The availability of professional advice extends
to the Audit and Remuneration Committees.

Minutes of Board meetings are taken by the Company Secretary
and, together with any supporting Board papers, are available
to all Board members. During the year 2011, ten full Board
meetings were held by the Company.
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Corporate Governance Report
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The attendance of individual directors at Board meetings and BEFER_T——FALEEERRH
other Committee meetings during the year 2011 are set out in HEESSHM DTN TR
the table below:

Number of meetings attended/held

HE T BOTEERE
Remuneration Audit
Board Committee Committee
Director 2= BEEY FMEEE BREEE
Executive Directors HITEE
Wu Guangquan RyRE 9/10 11 =
Jiang Wei =& 10/10 - -
Ji Guirong eS¢ 10/10 = -
Liu Rongchun S 9/10 - -
Pan Linwu EME 9/10 - -
Zhang Chuanjun REE 10/10 - -
Non-executive Director FENTTEE
Ip Tak Chuen, Edmond HEi 10/10 - -
Independent HUIHITEE
Non-executive Directors
Chu Yu Lin, David Kk 8/10 11 2/2
Li Ka Fai, David TR 10/10 1/1 2/2
Li Zhaoxi FIKER 10/10 - 212
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

To ensure a balance of power and authority, the role of the
Chairman is separate from that of the Chief Executive Officer.
Currently, the Chairman and the Chief Executive Officer of
the Company are Mr. Wu Guangquan and Mr. Ji Guirong
respectively.

The Chairman is responsible for the leadership of the Board,
ensuring the effectiveness of the Board in all aspects of its
role and for setting its agenda and taking into account any
matters proposed by other Directors for inclusion in the agenda.
Agendas and accompanying Board papers are circulated where
possible at least three days before the time of a Board meeting.
The Chairman is also responsible for making sure all Directors
are properly briefed on issues arising at Board meetings. The
Chief Executive Officer is delegated with the authorities to
manage the business of the Group in all aspects effectively.

The division of responsibilities between the Chairman and the
Chief Executive Officer has been clearly established and set
out in writing.

NON-EXECUTIVE DIRECTORS

The Non-executive Directors bring a wide range of skill and
experience to the Group. They serve the important function
of providing adequate checks and balances for safeguarding
the interests of shareholders and the Company as a whole.
The Board considers that three out of the four Non-executive
Directors are independent in character and judgment and fulfill
the independence guidelines set out in rule 3.13 of the Listing
Rules.

All Non-executive Directors including Independent Non-executive
Directors are appointed without specific terms, but are subject
to retirement by rotation as explained above under section
Board of Directors.
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REMUNERATION COMMITTEE

The Remuneration Committee currently comprises one Executive
Director, Mr. Wu Guangquan, and two Independent Non-
executive Directors, namely, Mr. Chu Yu Lin, David and Mr.
Li Ka Fai, David. During the year 2011, Mr. Wu Guangquan
was the Chairman of the Remuneration Committee. To comply
with new rule 3.25 of the Listing Rules to be effective on
1 April 2012, Mr. Wu Guangquan resigned as Chairman of
the Remuneration Committee but remains as a member of it
while Mr. Chu Yu Lin, David was appointed as Chairman of
the Remuneration Committee, both effective on 12 January
2012. The Remuneration Committee is responsible for
making recommendations to the Board on the Company's
policy and structure for the remuneration of Directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration. The role, authority and duties of the Remuneration
Committee are clearly set out in its terms of reference.

The Remuneration Committee met once during the year 2011
to review, recommend and approve the remuneration packages
of Directors and senior management. The attendance of each
member is set out in the table above under section Board of
Directors.

The primary goal of the remuneration policy on executive
remuneration packages is to enable the Company to retain
and motivate Executive Directors by linking their compensation
with performance as measured against corporate objectives.
Under the policy, no director or any of his associate is allowed
in deciding his own remuneration.

Details of the directors’ remuneration are set out in note 8 to
the financial statements.

AUDITORS’ REMUNERATION

Ernst & Young are the auditors of the Company. The services
provided by them include audit and non-audit. Fees for auditing
(including interim review) and non-auditing services for the
year ended 31 December 2011 amount to HK$1,848,000 and
HK$1,044,500 respectively.

Corporate Governance Report
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AUDIT COMMITTEE

The Company has an Audit Committee which was established
in compliance with rule 3.21 of the Listing Rules for the
purposes of reviewing and providing supervision over the
Group’s financial reporting process and internal controls. It
currently comprises three Independent Non-executive Directors
of the Company, namely Mr. Chu Yu Lin, David (as Chairman),
Mr. Li Ka Fai, David and Mr. Li Zhaoxi. The Audit Committee
met twice during the year 2011 to review the interim and final
results, the interim and annual reports and internal control
procedures of the Group. The attendance of each member is
set out in the table above under section Board of Directors. The
duties of the Audit Committee are clearly set out in its terms
of reference.

Full minutes of meetings are kept and sent to all members of
the Board. Matters raised at the meetings were reported back
to the Board so that due consideration was given as to the
action to be taken.

FINANCIAL REPORTING

The Directors are responsible for monitoring the preparation
of financial statements of each financial period and ensuring
those financial statements provide a true and fair view of
the state of affairs of the Group and of the results and
cash flow for the relevant financial period. In preparing the
financial statements, the Directors have selected appropriate
accounting policies and applied them consistently, adopted
Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants, made a prudent
and reasonable judgment and estimation, and, prepared the
financial statements on a going concern basis.

The Company has timely announced and published its financial
results in accordance with the requirements of the Listing
Rules.

The auditors are responsible for forming an independent
opinion, based on their audit, on those financial statements
and to report their opinion solely to the shareholders of the
Company, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda, and for no other purpose.
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A statement by the auditors about their reporting responsibilities
is set out in the Independent Auditors’ Report of this annual
report.

INTERNAL CONTROL

The Board has overall responsibility for the Group’s system of
internal control and for reviewing its effectiveness through
the Audit Committee. The Group’s system of internal control
plays a key role in the management of risks that is significant
to the fulfillment of its business objectives. Procedures have
been designed for safeguarding assets against unauthorized
use or disposition, for maintaining proper accounting records;
and for the reliability of financial information used within the
business or for publication. The procedures provide reasonable
but not absolute assurance against material errors, losses or
fraud. Procedures have also been designed for compliance of
applicable laws, rules and regulations.

A review of the adequacy and effectiveness of the Company’s
internal control system covering all material controls, including
financial, operational and compliance controls and risk
management functions, was conducted at the end of 2011 by
senior management of the Company. The result was reported to
the Audit Committee and thereafter to the Board. No material
deficiency was identified. During the year 2011, the Board
considered that the Company’s internal control system was
adequate and effective and the Company has complied with
the provisions on internal control of the CG Code. The Board
confirms that systems and procedures are in place to identify,
control and report on significant risks involved in achieving the
Company’s strategic objectives. Exposures to these risks are
monitored by the Board with the support of various committees
and senior management.
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COMMUNICATION WITH SHAREHOLDERS

The Company is committed to fair disclosure, comprehensive and
transparent reporting. Effective communication with shareholders
has always been one of the Company’s priorities. Information in
relation to the Group is disseminated to shareholders in a timely
manner through various formal channels, which include interim
and annual reports, announcements and circulars.

General meetings of the Company provide good opportunities
for direct communications between the Board and its
shareholders. The Chairman of the Board, all other Directors and
senior management endeavor to attend any general meeting of
the Company and answer queries from shareholders. Separate
resolution is proposed for each issue by the Chairman of the
meeting at each general meeting. Notice of general meeting is
served together with the circular to the shareholders at least
twenty clear business days before an annual general meeting
and at least twenty-one days before a meeting called for
passing of a special resolution, and, at least ten clear business
days before a meeting other than an annual general meeting
or a meeting for the passing of a special resolution.

Detail procedures for conducting a poll are to be explained
by the Chairman of the meeting at the commencement of
the general meeting. Any questions raised from shareholders
regarding voting by way of a poll are also be answered by the
Chairman of the meeting.

B RNEE
ARAHNRAFRE - B RERHR
& o AR - ABEERRE 2N AN
BB EHAREZER  BEBASBER
EERERREE N BETARERE
B DEARBE -

ARRIZBERAGRHESHRREZ AR
ZRIFKE -EFQTF  FIAHMESER
ERSERELFEAATNEMBRAS
WAEEBRROER - A EFERSERRA
ELABRERBRZMERIRER - RRAE
BEERBHDHINBRARRBFAGRD
“HEALXBARABEFIIARR 2%
—t+—BA - RERRBREMEHE (BRA
FRERABBRRRBRZGHERIN) &
PHEZEBR] - ARXANRBPER e

MERETRETRROFAREZFRRERERE
PR RASEEHEA - MBRRIE AR
EXARREHNOEAREATHAEEFE

&

oy

o

22 AVIC International Holding (HK) Limited AEIfiZ TXERER (F8) §RAR



The Directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2011.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of its principal subsidiaries are
set out in note 18 to the financial statements.

There were significant changes in the nature of the Group's
principal activities towards the end of the reporting period.
In December, the Group disposed of its principal business in
the supply of electric and steam power, and acquired a new
subsidiary which operates in the knitting and textile business,
respectively.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2011 and
the state of affairs of the Company and the Group at that date
are set out in the financial statements on pages 40 to 185 of
this annual report.

The Directors do not recommend the payment of any dividends
in respect of the year ended 31 December 2011.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and
non-controlling interests of the Group for the last five financial
years, as extracted from the audited financial statements and
restated/reclassified as appropriate, is set out on page 186 of
this annual report. This summary does not form part of the
audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital during the
year are set out in note 34 to the financial statements.
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PRE-EMPTIVE RIGHTS

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

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 36(b) to the financial
statements and in the consolidated statement of changes in
equity respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2011, the Company’s reserves available
for distribution, calculated in accordance with the provisions
of the Companies Act 1981 of Bermuda, amounted to
HK$201,140,340. In addition, the Company’s share premium
account, in the amount of HK$176,238,216, may be distributed
in the form of fully paid bonus shares.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions
totalling HK$101,500.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

During the year, the Company purchased certain of its shares
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and these shares were subsequently cancelled by
the Company. The summary details of those transactions are
as follows:

BriEER

ARRERMRSARELIDEELEBE
RIS MEARFBARER R ZFFI
Lo BT H B A o

(G

ARTRAEEZ FERENZ BBHES
RIBUR B 75 40 % B SE36 (D) R 2 IR 25 2 B)
%O

CIRE 3331
RABRERRE—NN—ZHREFE - R
T—F+_A=+—8 ' XQRZAIHD
K REEE201,140,340/8 7T © SN » ARAF]
215 ERR176,238,21678 T A IR B B iR
AR T ADIE ©

FR AEBRSBREEEAR101,5008
7T|:o

BA - BESHHEARAQAT LS
%\J
R ARARBTABARBHERA A
(T Fr)) BARETFREG  MESRG
BEAE A AT - HER B2 B
mT

Price per share

Number of SRER Total

repurchased &S B B3 kS

A 288 BT BT FHExT
July 2011 —E——%F+AHA 57,106,000 0.395 0.345 21,247
September 2011 —E——FNA 3,988,000 0.25 0.213 954
October 2011 —E——F+H 12,452,000 0.25 0.216 2,886
73,546,000 25,087
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The purchased shares were cancelled during the year and the
issued share capital of the Company was reduced by the par
value thereof. The premium paid on the purchase of the shares
of HK$17,731,950 has been charged to the share premium
account.

The purchase of the Company’s shares during the year was
effected by the Directors, pursuant to the mandate from
shareholders received at the last annual general meeting, with
a view to benefiting shareholders as a whole by enhancing
the net asset value per share and earnings per share of the
Group.

Except as disclosed above, neither the Company, nor any of its
subsidiaries purchased, redeemed or sold any of the Company’s
listed securities during the year.

MAJOR SUPPLIERS AND CUSTOMERS

The percentages of the Group’s purchases attributable to the
Group’s major suppliers are as follows:
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2011 2010
—2——F —F-FF
% %

Percentage of purchases: HERBEAS L
From the largest supplier RERAHER 19 31
From the five largest suppliers RERAEER 48 84

The percentages of the Group's sales attributable to the Group’s
major customers are as follows:

AEEFERFHAIEREEZHER LN
E

2011 2010
=B —-F —ET-FF
% %

Percentage of sales: HEER N -
To the largest customer REZRARF 15 15
To the five largest customers RKEAKREE 36 35
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None of the Directors of the Company or any of their associates
or any shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest
suppliers and customers.

DIRECTORS

The board of Directors of the Company (the “Board”) during
the year and up to the date of this report were as follows:

Executive Directors:

Wu Guangquan
Jiang Wei

Ji Guirong

Liu Rongchun
Pan Linwu
Zhang Chuanjun

Non-executive Director:

Ip Tak Chuen, Edmond

Independent Non-executive Directors:

Chu Yu Lin, David
Li Ka Fai, David
Li Zhaoxi

Pursuant to the Bye-laws of the Company, Messrs. Li Zhaoxi,
Pan Linwu, Wu Guangquan and Chu Yu Lin, David will retire
by rotation and, being eligible, offer themselves for re-election
at the forthcoming annual general meeting.

The Company received an annual confirmation from each of
the Independent Non-executive Directors 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 as at the date of this report still considered all the
Independent Non-executive Directors as independent.
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DIRECTORS’ AND SENIOR
MANAGEMENT’'S BIOGRAPHIES

Biographical details of the Directors of the Company and the
senior management of the Group are set out on pages 8 to 13
of this annual report.

DIRECTORS’ SERVICE CONTRACTS

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

REMUNERATION POLICY

The remuneration of employees (including Directors and senior
management) is determined with reference to their qualification,
expertise and experience in the industry, competence, duties
and responsibilities within the Group, the performance and
profitability of the Group as well as the market benchmark and
the prevailing market conditions. Employees shall also be eligible
to receive a discretionary year-end incentive bonus, which shall
be determined by the Group at its absolute discretion taking into
account, inter alia, the Group’s operating performance, market
conditions in which the Group operates and the individual’s
performance, payable at such time as the Group may consider
appropriate.

A share option scheme is in place for the purpose of providing
appropriate long-term incentives and rewards to eligible
participants who contribute to the success of the Group’s
operation. Details of the share option scheme of the Company
are set out under section Share Option Scheme in this report.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group
to which the Company, or any of its holding companies,
subsidiaries or fellow subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND ERE
UNDERLYING SHARES

As at 31 December 2011, the interests and short positions of
the Directors in the share capital and underlying shares of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO")),
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the “Model
Code for Securities Transactions by Directors of Listed Issuers”

ESZROREBRS 2 ERE

(the "Model Code”) as set out in Appendix 10 of the Listing
Rules, were as follows:

Long positions in share options of associated corporation
of the Company:

IR
B P 2 HE

R-B—FT_H=1T—8 EERER
IS EAREOAE (B (BEHFREBEERD) 8
XVEPZ E&E ) 2B RO EA
&8 IR CE 75 B G 01) £352FE T A
NAEENERMACEE - RWAERE
AR +H ( EM AR EFETE %?
—rH'J>>(H5"i PR MeAR

KR

RAQAREBLIE2BREZFA

Percentage of
the associated
corporation’s
issued share

capital as at
31 December
2011
Number  Capacity R-B——F
Name of Relationship of share  and nature +=HA=+-—H
associated with the options held  of interest hHEELE
Name of Director Notes  corporation Company i 56k BRITRA
BEEpE g HEBEEER HAQARZEBE BREHE ERHE A=Y
Ji Guirong (a) China Environmental Associate 34,900,000 Directly 1.43
FEE Investment BN E] beneficially
Holdings Limited owned
(formerly known as BEREREE
Sino Gas Group
Limited)
HERREE
R AR AR
(RIS hR 8
SEERAR)
Zhang Chuanjun (b) China Environmental Associate 30,000,000 Directly 1.23
KEE Investment AN beneficially
Holdings Limited owned
HEIRRIEE EREREA
BRHER LA
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(a)(i)  On 23 August 2007, Mr. Ji was granted options to subscribe for (a)(i)
an aggregate of 14,900,000 ordinary shares of HK$0.20 each
in China Environmental Investment Holdings Limited (“CEIH")
at an exercise price of HK$0.35 per share. As a result of the
open offer of the new ordinary shares of HK$0.20 each allotted
and issued by CEIH (the “CEIH Open Offer”), with effect from
23 February 2012, the number and the exercise price of the
share options granted on 23 August 2007 were adjusted from
14,900,000 to 22,350,000 and HK$0.35 per share to HK$0.233

per share respectively.

(i) On 31 August 2010, Mr Ji was granted options to subscribe for (if)
an aggregate of 20,000,000 ordinary shares of HK$0.20 each in
CEIH at an exercise price of HK$0.341 per share. As a result of
the CEIH Open Offer, with effect from 23 February 2012, the
number and the exercise price of the share options granted on
31 August 2010 were adjusted from 20,000,000 to 30,000,000
and HK$0.341 per share to HK$0.227 per share respectively.
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2B R1TEE 5 B H14,900,0008% 3
#£222,350,0000% A & & 120.355 7L
BEFR02338BL YR=_T——F=
A-+=H#4%-

RZZFE—ZFN\A=+—8 FE4ERE
% & Al 52 #20,000,0000% & A% @ &
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TEBAETR034TEB L ARFPEIR
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HELzERESB RITEEE 5@
20,000,0000% 53 & %30,000,0000% A &
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WHRZZT——F_A=+=HBEK
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The exercise periods of the options are as follows: BEAREITE AT ¢
Number of
share options Exercise period
BREHE 17155
4,966,667 1/10/2007 to 31/1/2015
T+ t+A-HBEZZT—AF—A=+—8H
4,966,667 1/1/2008 to 31/1/2015
T N\G-A—HEE—EmEA=—8
4,966,666 1/7/2008 to 31/1/2015
—EENFEtA—HEZT—AF—A=+—H
20,000,000 31/8/2010 to 30/8/2020
T TFNA=F—HBEZZ-_ZHFN\A=1H
34,900,000
No options have been exercised, cancelled or lapsed during the year. FA - WEBRERITE  WFEER - R
All the above options remained outstanding as at 31 December —E——F+ZA=+—H FAEREMK
2011. BEATIE ©
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(b)(i))  On 3 January 2006, Mr. Zhang was granted options to subscribe
for an aggregate of 10,000,000 ordinary shares of HK$0.20
each in CEIH at an exercise price of HK$0.20 per share.

(i)  On 31 August 2010, Mr. Zhang was granted options to
subscribe for an aggregate of 20,000,000 ordinary shares of
HK$0.20 each in CEIH at an exercise price of HK$0.341 per
share. As a result of the CEIH Open Offer, with effect form
23 February 2012, the number and the exercise price of the
share options granted on 31 August 2010 were adjusted
from 20,000,000 to 30,000,000 and HK$0.341 per share to
HK$0.227 per share respectively.

(b)(i) E’;\:;fg/‘*\i—ﬁ “H G RELERS
A] %R #£10,000,000/% & % ™ {50.207%
TEZEPILR& iR BEARRE - 1TEE
BEFR0.208 T -

(i) RZZE—ZTFENA=+—H KRE4EE
% A& £ 77 8 §820,000,0008% & i& M B
0.208 L 2 PEIRIT L BAR 2 M AR -
TEEAER341E T AR ER
BAREE RZT—ZFNA=1+—
ARHERESHE RITEES B H
20,000,0008% 38 2 %=30,000,0008% A &
HROIMBTAREGR0227E T -
YR—B——FE-A-F+=HLEH -

The exercise periods of the options are as follows: BERRAE(T(HEHRD T -
Number of
share options Exercise period
BRERE TEEM
5,000,000 1/7/2006 to 31/1/2015
—EERF+tA-—RE_ZE—HF—HA=+—H
5,000,000 1/1/2007 to 31/1/2015
=T+ A BE=F—HF—A=+—H
20,000,000 31/8/2010 to 30/8/2020
—E—TFNA=FT—HEZZ=_ZTFNA=1H
30,000,000

No options have been exercised, cancelled or lapsed during the year.
All the above options remained outstanding as at 31 December
2011.

Certain Directors have non-beneficial personal equity interests
in certain subsidiaries held for the benefit of the Company.

Save as disclosed above, as at 31 December 2011, none of the
Directors of the Company had registered an interest or short
position in the shares or underlying shares of the Company
or any of its associated corporations that was required to be
recorded pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in section Directors’ Interests and Short
Positions in Shares and Underlying Shares above and in section
Share Option Scheme below, at no time during the year were
rights to acquire benefits by means of the acquisition of shares
in the Company granted to any Director or their respective
spouses or minor children, or were any such rights exercised by
them; or was the Company, or any of its holding companies,
subsidiaries or fellow subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.

SHARE OPTION SCHEME

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Further
details of the share option scheme are disclosed in note 35 to
the financial statements.

No share option has been outstanding and granted under the
share option scheme as at 31 December 2011 (2010: Nil).
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2011, the following interests of 5% or more
of the issued share capital of the Company were recorded in
the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO:

Long positions:

B

FERRREMALTREL R
MEER G 2 &

RZB——F+-_A=+—8  AAFK
(BH MGG F336GFE 2 ELMA
BARRRIS%HIA FEBITRAERINT ¢

Percentage of
the Company's
issued share

capital as at

31 December

2011

Capacity Number of RZZ——f

and nature of ordinary tT=A=+-H

Name of shareholders Notes interest shares held {EAARE R

RRER it SO RERME FEEBEREE  REAZEIM

Speed Profit Enterprises Limited (“Speed Profit”) (a) Beneficial owner 508,616,000 10.86

HENERERAR (T81571]) ERBEAA
Tacko International Limited (“Tacko"”) (a) Beneficial owner 1,386,943,000 29.63
ERBEEA

Through a controlled 508,616,000 10.86
corporation
BBIEEE

AVIC International (HK) Group Limited Through a controlled 1,895,559,000 40.49
("AVIC International (HK) Group”) corporation
RRER (%) REERAF BRZIEE

([hMmER (F%) &)

AVIC International Holding Corporation (“AVIC International”) Through a controlled 1,895,559,000 40.49
RERZEE MBI ERER AR ([RHMEE]) corporation
BRAXELE

Aviation Industry Corporation of China (“AVIC") Through a controlled 1,895,559,000 40.49
FEMETEEBAR ([FMIZ]) corporation
BRXEEE

Atlantis Capital Holdings Limited (“Atlantis Capital”) b) Through a controlled 400,000,000 8.55
corporation
BBXEEE

Liu Yang (b) Through a controlled 400,000,000 8.55
P corporation
BBXAEE
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Notes:

Speed Profit is a wholly-owned subsidiary of Tacko, which in
turn is a wholly-owned subsidiary of AVIC International (HK)
Group. AVIC International (HK) Group is a wholly-owned
subsidiary of AVIC International, which in turn is a non wholly-
owned subsidiary of AVIC. Accordingly, Tacko is deemed to
be interested in the shares held by Speed Profit; and each of
AVIC International (HK) Group, AVIC International and AVIC is
deemed to be interested in the aggregate shares directly held
by Speed Profit and Tacko.

Pursuant to the disclosure of interests notices filed by Atlantis
Capital and Ms. Liu Yang on 9 September 2011 and 12
September 2011 respectively, Atlantis Investment Management
(Hong Kong) Limited (“Atlantis Investment”) was disclosed as
having direct interest in 400,000,000 shares and was wholly-
owned by Atlantis Capital, which in turn was wholly-owned
by Ms. Liu Yang. Therefore, Atlantis Capital and Ms. Liu Yang
are deemed to be interested in the shares held by Atlantis
Investment. Nonetheless, the Company noted an inconsistency
whereby pursuant to the disclosure of interests notice filed by
Atlantis Investment on 9 September 2011, Atlantis Investment
was disclosed to cease to have interest in the 400,000,000
shares.

Save as disclosed above, as at 31 December 2011, no person

had registered an interest or short position in the shares or

underlying shares of the Company that was required to be

recorded pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS

During the year, the Group had the following connected

transactions, certain details of which had been disclosed in

compliance with the requirements of Chapter 14A of the Listing

Rules.

Hiat

B b XA ER Hb -
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On 21 September 2011, L&KM BIEREBHEARAF
(“Shanghai RET"), an indirect wholly-owned subsidiary of the
Company, entered into an agreement with Mr. Wu Xiaogang
("Mr. Wu"), a third party independent of the Company and its
connected persons, pursuant to which Shanghai RET agreed to
acquire and Mr. Wu agreed to sell the 51% equity interest in
LRGBS EHEBIK AR AT (“Zhejiang Dongyang Jinniu”)
at a cash consideration of RMB7 million (the “Acquisition”).
Mr. Wu and his spouse, Ms. Du lJianping (“Ms. Du”), have
provided (i) a pledge of the remaining 49% equity interest
in Zhejiang Dongyang Jinniu held by Mr. Wu; (ii) a pledge of
30% equity interest in RAMBREKXER AT held by Ms.
Du; and (iii) a mortgage undertaking in respect of three real
properties situated in the People’s Republic of China jointly or
separately owned by Mr. Wu and/or Ms. Du which have been
pledged to certain banks for certain loans borrowed by Zhejiang
Dongyang Jinniu from the banks, as securities to the Company
in respect of, among others, the amounts due from Ms. Du
to Zhejiang Dongyang Jinniu (the “Financial Assistance”).
Following completion of the Acquisition on 28 December
2011, Zhejiang Dongyang Jinniu has become a subsidiary of
the Company, the Financial Assistance constitutes a connected
transaction under the Listing Rules.

On 1 November 2011, the Company entered into an agreement
with Hong Kong Yuanhe International Trade Group Limited
("Hong Kong Yuanhe”) to dispose of its 100% equity interest
in Polyson Investment Limited (“Polyson”), which directly held
a 49% equity interest in Zhejiang Sealand Thermoelectric
Share-Holding Co. (“Zhejiang Sealand”) and the indebtedness
of HK$164,958,535.82 owed by Polyson to the Company, at
a total consideration of HK$338,993,455.38. In addition, on
1 November 2011, CATIC Helicopter Development (Shenzhen)
Limited (“CATIC Helicopter SZ”), an indirect wholly-owned
subsidiary of the Company, entered into an agreement with #7
MIRFIAR AR A A (“Hangzhou Yuanhe”), to dispose of its
3% equity interest in Zhejiang Sealand and the indebtedness
of RMB1,496,707.88 owed by Zhejiang Sealand to CATIC
Helicopter SZ at a total consideration of RMB12,296,707.88.
Hong Kong Yuanhe and Hangzhou Yuanhe are connected
persons of the Company under Chapter 14A of the Listing Rules
by virtue of their respective shareholdings of more than 10% in
Zhejiang Sealand. Accordingly, the transactions contemplated
under the agreements constitute connected transactions under
the Listing Rules.
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RARRBORLEMBHIIRG 4 28
TA9%REZER (LR LHAHRAR
TREXBRAFZ0%ME2ER : Ki)R
EER/ Szt HRAKNSEHREZ=E
MRFEZ BHE - ERITIRBSF MR
TEAZBETEFRER T 5 FRITZIEF &
o BB (BREMIN) TR S 4 U
ZEFIE ([MIEER]) 2B\ - =T —
—F+Z A+ NBEKWEE - TR
SHFEXNBEARBZHBEBAR - MIAHEE
BIE ETARAEREERS -
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LG ]) 49%R% # : LA KPolyson/k AN &
A) K & 75 164,958,535.82/8 7T - BARE A
338,993,455.388 T o ItHN KT ——
F+—A—B ARAZEEBEZEWER
AP EAREMRE OFRY) BRA A
([P EE RN ErRREE
BRARE ([HMIRF]) RIS W - HEER
BT 3% « A RANT /S5 R M
REA# RN NERS ARK1,496,707.88
T BMRERAKY12,296,707.887T ° A
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, the following Director of the Company had
interests in the following businesses conducted through the
company named below which are considered to compete or be
likely to compete, either directly or indirectly, with the business
of the Group, as defined in the Listing Rules:

Name of Director Name of company

Nature of Interest

Report of the Directors

ESERE
EERBFUERT L 2ES

FA - ARFRNIESEZE NAARFE T
PR - MAxFXEBRE LHARAE
BENAREARENEBAERFAAIEEE

B R

Nature of
competing business

EEpP AREH BEER BEER
Ip Tak Chuen, Edmond Cheung Kong (Holdings) Limited deputy managing director - Property development
EEp RIEX (RE) BRAA RESELE and investment

The Board is of the view that the Group is capable of carrying
on its business independently of the Excluded Businesses. When
making decisions on the businesses of property development
and investment and investment of securities of the Group, Mr.
Ip, in the performance of his duties as Director of the Company,
has acted and will continue to act in the best interest of the
Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as
at the date of this report.

EVENTS AFTER THE REPORTING PERIOD

Details of the significant events after the reporting period of the
Group are set out in note 47 to the financial statements.

— Investment in securities

(collectively defined as
"Excluded Businesses”)

- NEERRKRE

- EFRE

(5ers (B %R )

EXeRRAEERENE MK ERGRE
%o EAKEREMEERRZENULES
REEXBETARE » BEREENTART
EXERBE ERUBSEEUARFZ&K
ENEITE -

PRBREREXREE
BEAABBADECESHENREBEES
FrEl - BEARER - ARATELEER
AEIBEITRALRE 225% °

BEHPREE

AEBRMER R 2 ERNBEFFHNAYG
WEMIFELT -
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Report of the Directors

ESEHRE

AUDITORS

Ernst & Young retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming
annual general meeting.

On behalf of the Board

Wu Guangquan
Chairman

Hong Kong
16 March 2012

BB

LOKBIMEBAEIMEER - MAKRTZ
BRERBFARE LRIR2RBREEZ G
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Independent Auditors’ Report B ZEMRES

Ernst & Young
22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

Ell ERNST & YOUNG
72 Kk

Rk EH A B
BRTFRARELR
HIERE221E

Tel: +852 2846 9888

TE: +852 2846 9888
{5E: +852 2868 4432

Fax: +852 2868 4432

www.ey.com

TO THE SHAREHOLDERS OF
AVIC INTERNATIONAL HOLDING (HK) LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of AVIC
International Holding (HK) Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 40 to 185,
which comprise the consolidated and company statements of
financial position as at 31 December 2011, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and
other explanatory 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.

B EME TEERER
(F8) ERAFAEZERR
(REFEHBA L2 HRA )

HPEEREZTEMZE TXERZER (B
B)BARRAR(TERA]) REWELRQA
(R EERE]) SNFI0EEF185HK
MEMBHRE WY BHRREE_FT——F
T-A=+—ANKRERATMBHRE
EBEZHLEFENGERNRGER  KEEE
Wik  HGEEREPR  KAHIRE

PAR £ B R BUR M E b fI cE AR R o

EERGEUBRBRREEEN
B

EXARERBEDTESIMASRMNEE
MBEREENMEL R AEOINFERE
MEREABEARABRNEAMBE®RE -
AR ERESRBR/YENANIREE - IR
R BLPA T R IS N R N REF S AR T 8
HEEXRBERRAL
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Independent Auditors’ Report B X E M REE

Ell ERNST & YOUNG
= ik

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.

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

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

BB ARy R A

BANEEERERMNEZEZEEEY
BHRJEEER - RANBERBEARER
AEA—NN—F0FER BT EREA
M) B - MW AAEEMA R - R
TRARENATHE MR A LR THE
EEE-

RMERBEERESHAMAGEMNEEEZ
HRNRENTER - BLERZREFIE
STREERMRE  WREIRRITER - KM
ESAEREUNESRAMBBRERRETFA
ERIERFERRA -

BROF RITIR A ARG B 6 MR
IS ESBEMBEREERNNBRER - MEEN
RABURPMZ AN H 6 - BIEHEBRE
AEREE R ME AR A PRI FEEAMR
R R - ERHEZ SRR - ZHBENE
BEZARGRHAEEN DA NGEPBREK
MENAEBEE - URTEENERRER
B EHZRRNABEENARERLRE
R BRNBRIBESMRANSBE
VEEMERELNGEHAENEEE - UK
AHERA M mROBEEBINE N -

HMEE - RAIMESHNEREETRBE
EARMANEZERIEHER -
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Independent Auditors’ Report B B REE

Ell ERNST & YOUNG
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OPINION

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

Ernst & Young
Certified Public Accountants

Hong Kong
16 March 2012

=R
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Consolidated Income Statement & W EH &
Year ended 31 December 2011 BE - —F +_HA=1+—HItFE

201 2010
“5--f “3-%F
Continuing  Discontinued Continuing ~ Discontinued
operations  operation Total operations operation Total
BAL BRI
FEGEER Bexy fi HEEEXE Bex GHI
Notes HK$ HK$ HKS HK$ HKS HKS
M AT AT V-7 BT BT BT
REVENUE g 5 - 303,232,773 303,232,773 654,454 273,731,630 274,386,084
Cost of sales HERA - (273,448,525) (273,448,525) - (237,264,158) (237,264,158)
Gross profit e - 29,784,248 29,784,248 654,454 36467472 37,121,926
Qther income A 5 13,386,603 19,028,821 32,415,424 4,652,478 9,6208% 14,273,374
Administrative expenses THERER (39,431,323)  (16,952,595)  (56,383,918)  (21,147,945)  (12,800,344)  (33,948,289)
Other operating income, net TNz 6 - 173,447 173,447 - 259,650 259,650
Finance costs BBEY 7 - (7,567,778)  (7,567,778) - (3971438 (3,971438)
Deficit on revaluation of items of property, %1% - BEAIREER
plant and equipment EfER 14 - - - - (1,526,044 (1,526,044)
Gain on partial disposal of investmentina  HEHH LR ZERA
jointly-controlled entity REZHE 19 - - - 54,996,388 - 54,996,388
Gain/(loss) on deemed disposal of B AHERE N
an associate Mg/ (BB (3,081,826) - (3,081,826) 1,600,123 - 1,600,123
Gain on additional investment in an associate & JNE& A ] A 7 FIE 2,143,056 - 2,143,056 - - -
Share of profits and losses of: HMEEFIREE -
Jointly-controlled entity HREENE 19 127,756,610 - 127,756,610 3494532 - 349453
Associates UG 194,062 - 194,062 (9,141,925) - (9,141,929)
Impairment of a financial asset under FCI0ER B 8E
Project EC120 i - - - (3459462) - (3459462)
Gain on disposal of available-for-sale HEREHER
investments REZHE 22 331,046,551 - 331,046,551 - = =
Fair value loss on derivative financial fEe@IAY
instrument ATEER 27 - - - (5918,387) - (5918,3887)
Gain on disposal of subsidiaries HENBRRZ B 38 - 148,489,035 148,489,035 - - -
PROFIT BEFORE TAX [yl 432,013,733 172,955,178 604,968,911 25729756 28,050,192 53,779,948
Income tax expense iR 10 (111,191,360) (20,188,963) (131,380323) (369,615  (9,730.238)  (10,099,853)
PROFIT FOR THE YEAR RERR 320,822,373 152,766,215 473,588,588 25,360,141 18,319,954 43,680,095
Attributable to: THIALREL
Equity holders of the parent DAERRFEA 11 3082373 146,696,878 467,519,251 25360141 10,701,383 36,061,524
Non-controlling interests SRR - 6069337 6,069,337 - 7618571 7,618,571

320,822,373 152,766,215 473,588,588  25360,141 18319954 43,680,095

EARNINGS PER SHARE ATTRBUTABLETO  AFZREREEA

ORDINARY EQUITY HOLDERS OF EfSREH
THE PARENT 13
— Basic and diluted - EXREE HK6.79 cents  HK3.11 cents HK9.90 cents  HKO.53 cent  HKO0.23 cent  HKO0.76 cent

#l il #l &l il il
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Consolidated Statement of Comprehensive Income 4 & 2 H W &= &
Year ended 31 December 2011 BE=—ZT—F+_A=+—HIEFE

2011 2010
—E2——F —T-EF
Notes HK$ HK$
i3 B BT
PROFIT FOR THE YEAR IEHF 473,588,588 43,680,095
OTHER COMPREHENSIVE INCOME Hitp 2 E Kz
Surplus on property, plant and ME - BEMRE
equipment revaluation BHEH% 14 - 13,518,404
Income tax effect FEHz & 33 - (3,028,122)
- 10,490,282
Available-for-sale investments: AHHENRE
Change in fair value NEEE 22 (929,298,296) 1,842,899,816
Reclassification adjustments for gains TAGENERZ
included in the consolidated income B zEFHE
statement A
- Gain on disposal —HEZFE 22(a) (331,046,551) -
— Conversion of convertible bonds — G RRE AR
into interests in an associate B A REm  22(b) (13,961,927) =
Income tax effect s & 33 332,432,600 (459,766,669)
(941,874,174) 1,383,133,147
Share of other comprehensive income DIEREEERRZ
of a jointly-controlled entity Hit 2 HE (701,496,414)  1,041,417,750
Reclassification adjustment for gain SAGENERZ
included in the consolidated income MEzEF AR
statement
- Gain on partial disposal — HEBMH ZFE 19 - (76,231,396)
(701,496,414) 965,186,354
Share of other comprehensive income DIEBE AR 2 H
of an associate EHE 2,612,000 9,500,000
Exchange differences on translation BEGINERREL Y
of foreign operations fEH =5 14,639,218 9,850,353
OTHER COMPREHENSIVE INCOME FOR AEHM2E KR
THE YEAR, NET OF TAX (MERBEIER) (1,626,119,370) 2,378,160,136
TOTAL COMPREHENSIVE INCOME FOR FEZEWAEAT
THE YEAR (1,152,530,782) 2,421,840,231
Attributable to: TE AL FEL
Equity holders of the parent NAERFA A 11 (1,162,009,245)  2,406,623,139
Non-controlling interests ES Tl e 9,478,463 15,217,092
(1,152,530,782) 2,421,840,231
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Consolidated Statement of Financial Position 48 B &k R &
31 December 2011 —E——%+ -8 =+—H

2011 2010
—E——F —E-TF
Notes HK$ HK$
Hrat BT BT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M~ BEMEE 14 49,961,296 303,725,964
Prepaid land lease payments Taf + AR E K 15 3,126,952 28,794,109
Goodwill GES 16,37 4,193,707 30,493,201
Intangible asset EEE 17 1,140,980 -
Investment in a jointly-controlled entity H[FEZE#E AR ZKE 19 510,161,056  1,008,486,464
Interests in associates NS 20 202,785,969 242,081,329
Financial asset under Project EC120 EC1201B B v 5 & E 21 - -
Available-for-sale investments A ERIRE 22 534,904,646 1,877,310,258
Total non-current assets FMBEERE 1,306,274,606  3,490,891,325
CURRENT ASSETS MENEE
Inventories FE 23 4,540,453 21,872,515
Trade and bills receivables JEWE SRR ER 24 10,965,384 40,368,355
Loans to a jointly-controlled entity A R A RIHR
BE R 19 - 23,529,412
Loans to associates EN:eElNEIEr 3= 0 )= N 20 53,243,122 5,882,353
Loan to a related company mEEATRENER 25 18,292,683 17,647,059
Prepayments, deposits and other TARFIE ~ e REME
receivables AR R 26 305,944,306 50,017,164
Derivative financial instrument TTEEmT A 27 - 17,875,291
Available-for-sale investments A HERIRE 22 - 29,033,802
Time deposit TEHTF R 28 164,634,146 =
Pledged time deposits B A E TR 28 365,854 34,444,706
Cash and cash equivalents ReEMREFE 28 631,308,018 340,002,935
1,189,293,966 580,673,592
Assets classified as held for sale DEAFBEFLENEE 12 56,280,761 =
Total current assets B A E R 1,245,574,727 580,673,592
CURRENT LIABILITIES REBE
Due to non-controlling shareholder EN—RWEARZ
of a subsidiary FEFEAR AR 2R 29 94,895 -
Trade and bills payables ERESERARER 30 24,600,267 75,376,019
Tax payable eI IR 38,761,759 9,765,573
Other payables and accruals HENRIENESER 317 167,678,922 25,192,522
Interest-bearing bank borrowings SHEBITER 32 37,073,171 55,882,353
Total current liabilities BB EEE 268,209,014 166,216,467
NET CURRENT ASSETS RBEEFE 977,365,713 414,457,125
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Consolidated Statement of Financial Position 4 & Bt &k SR &=
31 December 2011 —E——%+_-A=+—H

2011 2010
—E——F —T-EF
Notes HK$ HKS$
Hiat BT BT
TOTAL ASSETS LESS CURRENT EEABRABAERS
LIABILITIES 2,283,640,319  3,905,348,450
NON-CURRENT LIABILITY FRBERE
Deferred tax liabilities BEEFTEAR 33 128,560,660 471,624,216
Net assets EEFE 2,155,079,659  3,433,724,234
EQUITY s
Equity attributable to equity holders 2 FRERIFHE A
of the parent PRz
Issued capital BETRA 34 468,085,100 475,439,700
Reserves s 36(a)  1,682,821,990 2,886,638,638
2,150,907,090  3,362,078,338
Non-controlling interests FERES 4,172,569 71,645,896
Total equity EmiRE 2,155,079,659  3,433,724,234
Ji Guirong Zhang Chuanjun
=g REE
Director Director
EE BH

43 ANNUAL REPORT 2011 —Z2——F&3§



Consolidated Statement of Changes in Equity sr S8 EZ# B K

Year ended 31 December 2011 HE-_ZE——F +t_A=+—HIFE

Share
Issued premium
capital account
BEIRA Kih & Bk
HK$ HK$
AT BT
At 1 January 2010 R=E-5&—-f—H 475,439,700 193,970,166
Profit for the year RERA 1 -
Other comprehensive income for the year: REEMRENS -
Surplus on property, plant and equipment revaluation, nE  BEAXEERLRS
net of tax (ME#ER) a -
Changes in fair value of available-for-sale investments, HEENRE A TEE
net of tax (EsiER) - -
Share of other comprehensive income of MEERAEEAR
a jointly-controlled entity 2 ERE = a
Share of other comprehensive income of an associate PEBE R At 2 E KR = o
Exchange differences on translation of foreign operations BRERNEREE ERZEER = =
Total comprehensive income for the year FERENHES - =
Transfer to reserve fund EREHEL - -
Dividend paid to non-controlling shareholders MFERRRIR RS = =
At 31 December 2010 RZE-Z&+-FA=it—H 475,439,700 193,970,166
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Consolidated Statement of Changes in Equity Zr S = # B &K
Year ended 31 December 2011 BE=—ZT—F+_A=+—HIEFE

Attributable to equity holders of the parent
REEGHAAEGER

Property, Available-
plant and for-sale

Share equipment investment Exchange Non-
option revaluation revaluation Reserve fluctuation Retained controlling Total
reserve reserve reserve fund reserve profits Total interests equity

nE - BEM mhE B
BRERE REERRE REEGRE fERe REEE BRE Ast  FERER EnEE
HK$ HK$ HK$ HK$ HK$ HKS$ HK$ HK$ HK$
V-vn BT Vv BT AT Vv AT Vv BT
(note 36(a))
(Hii#36()

- 7,274,265 10,128,788 6,485,780 22,321,812 239,834,688 955455199 65428305 1,020,883,504
= = = = = 36,061,524 36,061,524 7,618,571 43,680,095
= 5,874,558 = = = = 5,874,558 4,615,724 10,490,282
- - 1,383,133,147 - - - 1,383,133,147 - 1,383,133,147
- - 965,186,354 - - - 965,186,354 - 965,186,354
5,100,000 - - - 4,400,000 - 9,500,000 - 9,500,000
= = = = 6,867,556 = 6,867,556 2,982,797 9,850,353
5,100,000 5,874,558  2,348,319,501 = 11,267,556 36,061,524 2,406,623,139 15,217,092 2,421,840,231
- - - 1,025,719 - (1,025,719) - - -
- - - - - - - (8,999,501)  (8,999,501)
5,100,000 13,148,823 2,358,448,289 7,511,499 33,589,368 274,870,493 3,362,078,338 71,645,896 3,433,724,234
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Consolidated Statement of Changes in Equity sr S8 EZ# B K

Year ended 31 December 2011 HE-_ZE——F +t_A=+—HIFE

Share
Issued premium
capital account
BRTRA BB RER
Notes HK$ HKS
/i3 A A7
At 1 January 2011 PSR S 475,439,700 193,970,166*
Profit for the year RERA - -
Other comprehensive income for the year: AEEMRENS -
Changes in fair value of available-for-sale investments, ARHENRE ATEE
net of tax (ME#ER) - -
Share of other comprehensive income of MELFEERRZ
a jointly-controlled entity EtuEal - -
Share of other comprehensive income of an associate PEBE ARz A2 EKE - -
Exchange differences on translation of foreign operations BEBINEBEEZERER - -
Total comprehensive income for the year TERAKEAE - -
Transfer to reserve fund ERERHES - -
Repurchase of shares EERG 34 (7,354,600)  (17,731,950)
Acquisition of a subsidiary WEEHB A A 37 - -
Disposal of subsidiaries HERBAR - -
Dividend paid to non-controlling shareholders AR R R T AR & - -
At 31 December 2011 N TS =TT B S (] 468,085,100 176,238,216*
= These reserve accounts comprise the consolidated reserves i REROBESVBRARPOESFH

of HK$1,682,821,990 (2010: HK$2,886,638,638) in the
consolidated statement of financial position.

2,886,638,638 L) ©
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Consolidated Statement of Changes in Equity ZR & R B &
Year ended 31 December 2011 BE=—ZT—F+_A=+—HIEFE

Attributable to equity holders of the parent

NAREREARLER
Property, Available-
plant and for-sale

Share  equipment investment Exchange Non-
option  revaluation  revaluation Reserve  fluctuation Retained controlling Total
reserve reserve reserve fund reserve profits Total interests equity

nE - BEN e B
BRERE REEMARE REERRE 1 ¥ RERE BEan aft  FERER BEAE
HKS HK$ HKS HK$ HKS HK$ HK$ HKS HKS
A A AT A AT A A AT A
(note 36(a))
(Hii#36()

5,100,000*  13,148,823* 2,358,448,289*  7,511,499*  33,589,368* 274,870,493* 3,362,078,338 71,645,896 3,433,724,234
- - - - - 467,519,251 467,519,251 6,069,337 473,588,588
- - (941,874,174) - - - (941,874,174) - (941,874,174)
- - (701,496,414) - - - (701,496,414) - (701,496,414)
- - - - 2,612,000 - 2,612,000 - 2,612,000
- - - - 11,230,092 - 11,230,092 3,409,126 14,639,218
- - (1,643,370,588) - 13,842,092 467,519,251 (1,162,009,245) 9,478,463 (1,152,530,782)
- - - 213,115 - (213,115) - - -
- - - - - - (25,086,550) - (25,086,550)
- - - - - - - 4,172,569 4,172,569
- (13,148,823) - (7,724,614)  (24,075,453) 20,873,437  (24,075,453)  (71,818,526)  (95,893,979)
- - - - - - - (9,305,833)  (9,305,833)
5,100,000* -* 715,077,701* -*  23,356,007* 763,050,066* 2,150,907,090 4,172,569 2,155,079,659

47 ANNUAL REPORT 2011 —Z2——F&3§



Consolidated Statement of Cash Flows 8B EHRER
Year ended 31 December 2011 BE - —F +_HA=1+—HItFE

48 AVIC International Holding (HK) Limited HFEIMZEIXERER (F#) GRAA

2011 2010
—B——f —T-TF
Notes HK$ HK$
k23 BT BT
CASH FLOWS FROM OPERATING ReEEHz
ACTIVITIES RERE
Profit before tax: FBRELRTR A :
From continuing operations SRS TS 432,013,733 25,729,756
From a discontinued operation BRI S X 172,955,178 28,050,192
Adjustments for: FE
Finance costs MR 7 7,567,778 3,971,438
Share of profits and losses of a DL HEREEEA T &
jointly-controlled entity and SN ik LIPS
associates &8 (127,950,672) 5,647,393
Bank interest income HRATH S U A 5 (3,360,697) (2,972,264)
Interest income on a loan to a MEEERFRERN
related company B2 B A 5 (1,368,110) =
Interest income on convertible RS NRITZ
bonds issued by an associate AR ES 2
A BIA 5 (155,833) (550,000)
Interest income on loans to a BB EREE = IS Bt
jointly-controlled entity ERZABHA 5 (1,763,162) =
Interest income on loans to associates  [AIH & A T2 ()
ERZFEHA 5 (1,626,198) (1,133,252)
Interest income on other receivables HEip s BRI 2
AMEHA 5 (667,892) (755,562)
Dividend income from an available- AEHEN ETRE
for-sale listed investment A BA 5 (5,249,769) =
Loss/(gain) on deemed disposal of WA ALERENRZ
an associate B8/ (FIE) 3,081,826 (1,600,123)
Gain on additional investment in NS N FRE 2
an associate ) (2,143,056) -
Loss on disposal of items of property, HEWE  KEH
plant and equipment FHIEE 2 EE 6 110,333 -
Deficit on revaluation of items of Yz - BEMFZREIEE
property, plant and equipment BhEE 14 - 1,526,044
Depreciation e 6 24,137,574 18,645,488
Recognition of prepaid land lease HRTEM L E R
payments 6 767,793 736,905
Provision for impairment of trade and EWZ SERLREZE
bills receivables, net BB S 6 - 156,202
Recovery of other receivables U [a] E b & Uk BR 3R 6 (173,447) (254,933)
Write-back of provision for financial IS IER G W [ 4
guarantee contracts 6 - (160,919)



Consolidated Statement of Cash Flows %R SR EHRER
Year ended 31 December 2011 E2 T ——F+_A=1+—"BItFE

2011 2010
—E——F —E—TF
Notes HK$ HK$
Htat B BT
Gain on partial disposal of investment — H & & {p L[R2 QD 7
in a jointly-controlled entity &7 AE 19 - (54,996,388)
Impairment of a financial asset under  EC12038E 2
Project EC120 WS EERE - 3,459,462
Gain on disposal of available- HEHNERIRE 2
for-sale investments F)E 22(a) (331,046,551) -
Fair value loss on derivative MEEBIAZ
financial instrument N EEE 27 - 5,918,887
Gain on disposal of subsidiaries HERB AR ZFE 38 (148,489,035) -
16,639,793 31,418,326
Decrease/(increase) in inventories EERL /() 11,955,907 (7,435,215)
Increase in trade and bills receivables  FEWE ZERF R ZHE LN (5,018,014) (6,889,762)
Decrease/(increase) in prepayments, AR - ke RHM
deposits and other receivables FEWREBE ZOR A (38 hn) (67,930,746) 30,460,691
Decrease in trade and bills payables BB SRR MEERD (69,334,064) (41,168,400)
Increase in other payables and accruals EH b BRFR K
FE=TE P 136,814,479 3,477,768
Cash generated from operations LEELCHE 23,127,355 9,863,408
Interest paid EFE (7,567,778) (3,971,438)
Overseas tax paid B8 INRIA (92,829,866) (7,242,162)
Net cash flows used in 2B E B A
operating activities ZIBemEFE (77,270,289) (1,350,192)
CASH FLOWS FROM INVESTING REEE 2
ACTIVITIES RERE
Purchases of items of property, BAME - BEM
plant and equipment RAEIER 14 (15,317,167) (20,053,447)
Purchases of additional equity =N R /NTECEN
investment in an associate fE A4S & - (38,783,639)
Advance of loans to a Mk E AR
jointly-controlled entity RHEER (31,707,317) (23,529,412)
Advance of loans to associates mEEATREER (16,145,772) (6,132,130)
Repayment of loans from a HEZEREDE
jointly-controlled entity BEEN 56,097,561 =
Repayment of a loan from an associate & QA RIEZEER - 19,090,908
Advance of a loan to a related company A& R 7% H E & - (17,647,059)
Proceeds from disposal of items of HEWE - BREMKHE
property, plant and equipment 18 B FrS 58 60,649 —
Proceeds from disposal of available- HERMEHERNRE
for-sale investments FrS5R 346,074,791 -
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Consolidated Statement of Cash Flows 8B EHRER
Year ended 31 December 2011 BE - —F +_HA=1+—HItFE

2011 2010
—E——F —E—TF
Notes HK$ HK$
K st BT BT
Proceeds from partial disposal of &S 20 L RIERE R A
investment in a jointly-controlled entity X & FT1§5/18 - 58,510,000
Acquisition of a subsidiary Ukt B B /B B 37 (4,937,867) =
Disposal of subsidiaries HEMRE AR 38 159,333,972 =
Bank interest received B U ERTT B 2,830,282 2,972,264
Interest received on a loan to a BUREEE R R E RS
related company 647,057 -
Interest received on convertible B HEERAEETZ
bonds issued by an associate AR ES 2 EMA 275,000 550,000
Interest received on loans to a B FEEREA A
jointly-controlled entity BEHFE 1,763,162 =
Interest received on loans to associates W EE & A &) B 7 F & 8,480 2,480,454
Interest received on other receivable B Uk L i Uit B TR B 460,859 1,688,000
Decrease in pledged time deposits 2R E HifE 5OR 35,704,878 12,196,472
Increase in a time deposit with original EX{SE REIHH 2 R =@
maturity of more than three months Az BT mn
when acquired (164,634,146) -
Net cash flows from/(used in) BEEEEL(FR)
investing activities ZBEemE R 370,514,422 (8,657,589)
CASH FLOWS FROM FINANCING MEEH 2
ACTIVITIES RERE
New bank loans FIRITER 41,929,024 55,882,353
Repayment of bank loans EBIRITER (12,195,122) (29,411,765)
Dividend to non-controlling shareholders 45 F 3E4ERE A% BR A% 5 (9,305,833) (8,999,501)
Repurchases of shares EAEE 34 (25,086,550) =
Net cash flows from/(used in) BMEFBEL,(FEA)
financing activities ZIRBmEFE (4,658,481) 17,471,087
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Consolidated Statement of Cash Flows %R SR EHRER
Year ended 31 December 2011 E2 T ——F+_A=1+—"BItFE

2011 2010
—E2——F —ET-ZF
Note HKS$ HK$
k23 BT BT
NET INCREASE IN CASH AND ReRALEE
CASH EQUIVALENTS B nFEE 288,585,652 7,463,306
Cash and cash equivalents FUzBEe Rk
at beginning of year ReEE 340,002,935 330,478,651
Effect of foreign exchange rate fERS ) EFEE
changes, net 2,719,431 2,060,978
CASH AND CASH EQUIVALENTS FHRZESRBELEE
AT END OF YEAR 631,308,018 340,002,935
ANALYSIS OF BALANCES OF CASH ReRASLEE
AND CASH EQUIVALENTS Rz DT
Cash and bank balances e RIBITELT 28 257,741,671 144,092,260
Non-pledged time deposits with BEREREEHATE
original maturity of less than =& Az K 3
three months when acquired TE BB 17K 28 373,566,347 195,910,675
631,308,018 340,002,935
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Statement of Financial Position B %k % &
31 December 2011 —E——%+ -8 =+—H

2011 2010
= i —E—FF
Notes HK$ HKS$
oFa BT BT
NON-CURRENT ASSETS kRBEE
Property, plant and equipment M~ BEMEE 14 27,415,387 28,425,727
Interests in subsidiaries P ENGTE 3 18 399,196,544 566,920,210
Loans to an associate MBS R AIRENER 20 - 31,048,000
Available-for-sale investment A EERIRE 272 2,680,300 2,680,300
Total non-current assets FERBEELE 429,292,231 629,074,237
CURRENT ASSETS REBEE
Loans to an associate MBS N FIRENER 20 41,048,000 -
Prepayments, deposits and BRFIE - B2k
other receivables o e W AR K 26 217,133,270 2,032,564
Cash and cash equivalents HeRESZEE 28 179,692,013 75,958,489
Total current assets MENEERE 437,873,283 77,991,053
CURRENT LIABILITIES REBEE
Tax payable FER R IE 6,744,528 =
Accruals JETE A 31 14,957,330 2,249,575
Total current liabilities mENEEEE 21,701,858 2,249,575
NET CURRENT ASSETS REEEZRE 416,171,425 75,741,478
Net assets EEFE 845,463,656 704,815,715
EQUITY EE
Issued capital BEITRA 34 468,085,100 475,439,700
Reserves B 36(b) 377,378,556 229,376,015
Total equity EmiRE 845,463,656 704,815,715
Ji Guirong Zhang Chuanjun
E3—¢- REE
Director Director
EE EE

52 AVIC International Holding (HK) Limited A EIfMZ TEERZER (F8) BRAF



2.1

Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

CORPORATE INFORMATION

AVIC International Holding (HK) Limited is a limited
liability company incorporated in Bermuda. The registered
office of the Company is located at Canon’s Court, 22
Victoria Street, Hamilton, HM 12, Bermuda.

During the year, the Group was mainly involved in the
supply of electric and steam power until December 2011
when the Group disposed of and discontinued such
business. Details of the disposal are included in note
38 to the financial statements. In addition, the Group
acquired a knitting and textile business in December
2011 which has become the Group’s principal activity.
Further details of the acquisition are included in note 37
to the financial statements.

The Group was also involved in the aero-technology
related business, through sharing in the income and
expenditure derived from the development, manufacture
and distribution of helicopters. Details are included in
note 21 to the financial statements.

In the opinion of the directors, the ultimate holding
company of the Company is Aviation Industry Corporation
of China (“AVIC"), which is incorporated in the People’s
Republic of China (the “PRC").

BASIS OF PREPARATION

These financial statements have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs") and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA"), accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for certain
property, plant and equipment, equity investments
and derivative financial instruments, which have been
measured at fair value. These financial statements are
presented in Hong Kong dollars except when otherwise

indicated.

2.1

AAIEHR
REfZETEZREER (X)) B
RARA—BRBERETMAILZ
ERAA - RARIzEMPER A
Canon’s Court, 22 Victoria Street,
Hamilton, HM 12, Bermuda °
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HE BEE2_FT——F+-A%&
ERERKIEKEZER  HEF
BRI IEHRERMI 5E38 ° Boh » &
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Notes to Financial Statements B} 7% & 3% {5+

31 December 2011 —ZE——F+_A=+—H

2.1

BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2011. The financial statements of
the subsidiaries are prepared for the same reporting
period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated from
the date of acquisition, being the date on which the
Group obtains control, and continue to be consolidated
until the date that such control ceases. All intra-group
balances, transactions, unrealised gains and losses
resulting from intra-group transactions and dividends
are eliminated on consolidation in full. Adjustments are
made to bring into line any dissimilar accounting policies
that may exist.

Total comprehensive income within a subsidiary is
attributed to the non-controlling interest even if that
results in a deficit balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s
share of components previously recognised in other
comprehensive income is reclassified to profit or loss or
retained profits, as appropriate.

2.1
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Notes to Financial Statements B #& 3 & i+
31 December 2011 —E——%+_-A=+—H

2.2 CHANGES IN ACCOUNTING POLICY 2.2 S BEXRKESH

AND DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial

statements.

HKFRS 1 Amendment

HKAS 24 (Revised)

HKAS 32 Amendment

HK(IFRIC)-Int 14
Amendments

HK(IFRIC)-Int 19

Improvements to
HKFRSs 2010

Amendment to HKFRS 1 First-time Adoption
of Hong Kong Financial Reporting
Standards - Limited Exemption from
Comparative HKFRS 7 Disclosures for First-
time Adopters

Related Party Disclosures

Amendment to HKAS 32 Financial
Instruments: Presentation - Classification of
Rights Issues

Amendments to HK(IFRIC)-Int 14 Prepayments

of a Minimum Funding Requirement

Extinguishing Financial Liabilities with Equity
Instruments

Amendments to a number of HKFRSs issued
in May 2010

Other than as further explained below regarding the
impact of HKAS 24 (Revised), and amendments to HKFRS
3, HKAS 1 and HKAS 27 included in Improvements to
HKFRSs 2010, the adoption of the new and revised
HKFRSs has had no significant financial effect on these
financial statements.
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Notes to Financial Statements &1 #& 3 3% {5+
31 December 2011 —E——%+ -8 =+—H

2.2 CHANGES IN ACCOUNTING POLICY
AND DISCLOSURES (continued)

The principal effects of adopting these HKFRSs are as
follows:

(a) HKAS 24 (Revised) Related Party Disclosures

HKAS 24 (Revised) clarifies and simplifies the
definitions of related parties. The new definitions
emphasise a symmetrical view of related party
relationships and clarify the circumstances in
which persons and key management personnel
affect related party relationships of an entity. The
revised standard also introduces an exemption
from the general related party disclosure
requirements for transactions with a government
and entities that are controlled, jointly controlled
or significantly influenced by the same government
as the reporting entity. The accounting policy for
related parties has been revised to reflect the
changes in the definitions of related parties under
the revised standard. The adoption of the revised
standard did not have any impact on the financial
position or performance of the Group. Details
of the related party transactions, including the
related comparative information, are included in
note 43 to the financial statements.

56 AVIC International Holding (HK) Limited HEfiZ I#ERER (F8) GRLF

B BREREBREEZH

(&

KNS BHREERNEE
FENT ¢

(a)

Z
Z

FR Gt ER 2458 (K
7]) BEL RE

FB G ER 245 (K&
7)) MARBEETNE
E-NEERAMEALEH
FEOHEME YEAAER
TE2EBABRE %ﬁ%
MEEDBEENBI - &1L
Jﬁﬁtﬁalﬁwtm%ﬁ
BT Ko 5 R — BURF #2211
H?ﬂ%iﬁ%ﬁm;%ﬁ
TR —REAETHER
EHER R - BETNE K
REBF » URHBEBELE
J&WmﬁﬁAiE%“
B o RAZKETERER
7R85 B 8 5 IR 0 3 3k 3R 3
EREMTZE - BEALXR
FZFHE BRABLERE
HE SN MARMELS o

R

[y
W

]

\#E



Notes to Financial Statements B #& 3 & i+

2.2 CHANGES IN ACCOUNTING POLICY
AND DISCLOSURES (continued)

(b)

Improvements to HKFRSs 2010 issued in May
2010 sets out amendments to a number of
HKFRSs. There are separate transitional provisions
for each standard. While the adoption of some
of the amendments may result in changes in
accounting policies, none of these amendments
has had a significant financial impact on the
financial position or performance of the Group.
Details of the key amendments most applicable
to the Group are as follows:

° HKFRS 3 Business Combinations: The
amendment clarifies that the amendments
to HKFRS 7, HKAS 32 and HKAS 39 that
eliminate the exemption for contingent
consideration do not apply to contingent
consideration that arose from business
combinations whose acquisition dates
precede the application of HKFRS 3 (as
revised in 2008).

In addition, the amendment limits the
scope of measurement choices for non-
controlling interests. Only the components
of non-controlling interests that are
present ownership interests and entitle
their holders to a proportionate share
of the acquiree’s net assets in the event
of liquidation are measured at either
fair value or at the present ownership
instruments’ proportionate share of the
acquiree’s identifiable net assets. All other
components of non-controlling interests
are measured at their acquisition date fair
value, unless another measurement basis
is required by another HKFRS.

31 December 2011 —ZE——F+=-_A=+—H

B BRRRBEES D

(&

(b) R-ZE—ZTFAREMz—
E-FEFETEHBHETER
W&ﬁﬁﬂﬁ s T & B

HEEH|MEE] o RIGLEA
Hﬂ 18 751 38 8 1 1 X o &
ERMEOEEM B HRELE
AT B EW TR
2E) WRHZFEITHT
SHAEE 2 BRI E
BERKEAUBTE - &#E
ARAEEREZEFTNT :

. BEAMBREENE
FREBEE 75@
M EBM RS
EBFETR BAHGE
EHENHEREES
2RI B39 M 1B RT
FTBB e sk AR ER
e WAEBRE
BEEM KRS
FEIR(R=_TTNF
IAEET) RIFTEITH
BEZHARRE -

BN R IEEE] R
R RRE
HEE - BRIERE
EREERITE THE
BEAREBEIZLL A
PIEWKE R FEE
B FE 12 AR #E = A 1D
A LA R FEEHA
BEMEESEIAR
b 1 9 4 3 W B8 75 AT
HBRFEEMNE-
B 3E H fih & B B 75 3R
HEARTEERAE
st & 5% TAIZE
TR 2 — Y H A
GBI AWEEZ
AFEEE -

57 ANNUAL REPORT 2011 —Z2——FF#



Notes to Financial Statements &1 #& 3 3% {5+

31 December 2011 —ZE——F+_A=+—H

2.2 CHANGES IN ACCOUNTING POLICY 22 57 BHEREBEEESH
AND DISCLOSURES (continued) (42 )

(b)  (continued) by (&)

The amendment also added explicit
guidance to clarify the accounting
treatment for non-replaced and voluntarily
replaced share-based payment awards.

HKAS 1 Presentation of Financial Statements:
The amendment clarifies that an analysis of
each component of other comprehensive
income can be presented either in the
statement of changes in equity or in the
notes to the financial statements. The
Group elects to present the analysis of
each component of other comprehensive
income in the statement of changes in
equity.

HKAS 27 Consolidated and Separate
Financial Statements: The amendment
clarifies that the consequential
amendments from HKAS 27 (as revised
in 2008) made to HKAS 21, HKAS 28 and
HKAS 31 shall be applied prospectively for
annual periods beginning on or after 1
July 2009 or earlier if HKAS 27 is applied

earlier.
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2.3

Notes to Financial Statements B #& 3 & i+

ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS

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

effective, in these financial statements.

HKFRS 1 Amendments

HKFRS 7 Amendments

HKFRS 7 Amendments

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

Amendments to HKFRS 1 First-time Adoption

of Hong Kong Financial & Reporting
Standards - Severn Hyperinflation and
Removal of Fixed Dates for First-time
Adopters !

Amendments to HKFRS 7 Financial
Instruments: Disclosures - Transfers of
Financial Assets '

Amendments to HKFRS 7 Financial
Instruments: Disclosures
- Offsetting Financial Assets and
Financial Liabilities *

Financial Instruments ©

Consolidated Financial Statements 4

Joint Arrangements 4

Disclosure of Interests in Other Entities *

Fair Value Measurement *

31 December 2011 —ZE——F+=-_A=+—H
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Notes to Financial Statements Bf & & & {5

31 December 2011 —ZE——F+_A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE 23 BEMEHARERZER
HONG KONG FINANCIAL BHmEER (&)
REPORTING STANDARDS
(continued)

HKAS 1 Amendments  Amendments to HKAS 1 Presentation of ARG ER  BEGFERE
Financial Statements ER L 5% (18RI A) 81
— Presentation of Items of (BETA) BHEZE5 — &
Other Comprehensive Income b £ E Wz H H
#2517
HKAS 12 Amendments  Amendments to HKAS 12 Income Taxes - BEXEGTER  BEGFERE2
Deferred Tax: Recovery of Underlying F125% 5% (18RI AN) AT
Asset 2 (BETA) 12 — BEER
IH : Y E1E R
BE?
HKAS 19 (2011) Employee Benefits * FRLFER ESEA
E195%
—T——%F)
HKAS 27 (2011) Separate Financial Statements 4 BEEGTER  BUHBEEEK
E275%
—E——%F)
HKAS 28 (2011) Investments in Associates and Joint Ventures ¢ EBDITER REELAREE
285 LR E
—E——%F)
HKAS 32 Amendments  Amendments to HKAS 32 Financial ARG ER  BEGHERE32
Instruments Presentation F325% S (BRI AN) %
- Offsetting Financial Assets and (f&5TA) BREZS — #
Financial Liabilities * HUHEERY
BERE
HK(IFRIC)-Int 20 Stripping Costs in the Production Phase of a B (BRI BEXESLERER
Surface Mine * WEREBEE WA
g)— 2B
2058

60 AVIC International Holding (HK) Limited AEIfiZ TXEBRER (F8) §RAR



2.3

Notes to Financial Statements B #& 3 & i+

ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS

(continued)

L Effective for annual periods beginning on or after 1 July
2011

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

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

b Effective for annual periods beginning on or after 1

January 2013

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

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

Further information about those changes that are
expected to significantly affect the Group is as follows:

HKFRS 9 issued in November 2009 is the first part
of phase 1 of a comprehensive project to entirely
replace HKAS 39 Financial Instruments: Recognition and
Measurement. This phase focuses on the classification
and measurement of financial assets. Instead of
classifying financial assets into four categories, an entity
shall classify financial assets as subsequently measured at
either amortised cost or fair value, on the basis of both
the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of
the financial assets. This aims to improve and simplify
the approach for the classification and measurement
of financial assets compared with the requirements of
HKAS 39.
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2.3
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ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

In November 2010, the HKICPA issued additions to
HKFRS 9 to address financial liabilities (the “Additions”)
and incorporated in HKFRS 9 the current derecognition
principles of financial instruments of HKAS 39. Most of
the Additions were carried forward unchanged from
HKAS 39, while changes were made to the measurement
of financial liabilities designated at fair value through
profit or loss using the fair value option (“FVQO"). For
these FVO liabilities, the amount of change in the fair
value of a liability that is attributable to changes in credit
risk must be presented in other comprehensive income
("OCI"). The remainder of the change in fair value is
presented in profit or loss, unless presentation of the
fair value change in respect of the liability’s credit risk in
OCI would create or enlarge an accounting mismatch in
profit or loss. However, loan commitments and financial
guarantee contracts which have been designated under
the FVO are scoped out of the Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its
entirely. Before this entire replacement, the guidance
in HKAS 39 on hedge accounting and impairment of
financial assets continues to apply. The Group expects
to adopt HKFRS 9 from 1 January 2015.

HKFRS 10 establishes a single control model that
applies to all entities including special purpose entities
or structured entities. It includes a new definition of
control which is used to determine which entities are
consolidated. The changes introduced by HKFRS 10
require management of the Group to exercise significant
judgement to determine which entities are controlled,
compared with the requirements in HKAS 27 and
HK(SIC)-Int 12 Consolidation — Special Purpose Entities.
HKFRS 10 replaces the portion of HKAS 27 Consolidated
and Separate Financial Statements that addresses the
accounting for consolidated financial statements. It also
includes the issues raised in HK(SIC)-Int 12.
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Notes to Financial Statements B #& 3 & i+
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ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures
and HK(SIC)-Int 13 Jointly Controlled Entities — Non-
Monetary Contributions by Venturers. It describes the
accounting for joint arrangements with joint control.
It addresses only two forms of joint arrangements, i.e.
joint operations and joint ventures, and removes the
option to account for joint ventures using proportionate
consolidation.

HKFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and
structured entities that are previously included in HKAS
27 Consolidated and Separate Financial Statements,
HKAS 31 Interests in Joint Ventures and HKAS 28
Investments in Associates. It also introduces a number of
new disclosure requirements for these entities.

Consequential amendments were made to HKAS 27
and HKAS 28 as a result of the issuance of HKFRS 10,
HKFRS 11 and HKFRS 12. The Group expects to adopt
HKFRS 10, HKFRS 11, HKFRS 12, and the consequential
amendments to HKAS 27 and HKAS 28 from 1 January
2013.

HKFRS 13 provides a precise definition of fair value and
a single source of fair value measurement and disclosure
requirements for use across HKFRSs. The standard does
not change the circumstances in which the Group is
required to use fair value, but provides guidance on
how fair value should be applied where its use is already
required or permitted under other HKFRSs. The Group
expects to adopt HKFRS 13 prospectively from 1 January
2013.
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2.3

2.4

ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

Amendments to HKAS 1 change the grouping of items
presented in OCI. Items that could be reclassified (or
recycled) to profit or loss at a future point in time (for
example, upon derecognition or settlement) would be
presented separately from items which will never be
reclassified. The Group expects to adopt the amendments
from 1 January 2013.

HKAS 19 (2011) includes a number of amendments that
range from fundamental changes to simple clarifications
and re-wording. The revised standard introduces
significant changes in the accounting for defined benefit
pension plans including removing the choice to defer the
recognition of actuarial gains and losses. Other changes
include modifications to the timing of recognition for
termination benefits, the classification of short-term
employee benefits and disclosures of defined benefit
plans. The Group expects to adopt HKAS 19 (2011) from
1 January 2013.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating
policies the Company controls, directly or indirectly, so
as to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received
and receivable. The Company’s interests in subsidiaries
are stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual
arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture
operates as a separate entity in which the Group and
the other parties have an interest.

2.3

2.4
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Notes to Financial Statements B #& 3 & i+

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Joint ventures (continued)

The joint venture agreement between the venturers

stipulates the capital contributions of the joint venture

parties, the duration of the joint venture and the basis on

which the assets are to be realised upon its dissolution.

The profits and losses from the joint venture’s operations

and any distributions of surplus assets are shared by the

venturers, either in proportion to their respective capital

contributions, or in accordance with the terms of the

joint venture agreement.

A joint venture is treated as:

(a)

a subsidiary, if the Group has unilateral control,
directly or indirectly, over the joint venture;

a jointly-controlled entity, if the Group does not
have unilateral control, but has joint control,
directly or indirectly, over the joint venture;

an associate, if the Group does not have unilateral
or joint control, but holds, directly or indirectly,
generally not less than 20% of the joint venture’s
registered capital and is in a position to exercise
significant influence over the joint venture; or

an equity investment accounted for in accordance
with HKAS 39, if the Group holds, directly or
indirectly, less than 20% of the joint venture’s
registered capital and has neither joint control
of, nor is in a position to exercise significant
influence over, the joint venture.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

66 AVIC International Holding (HK) Limited FEIfiZ% TEEREEZER (

ACCOUNTING POLICIES (continued)

Jointly-controlled entity

A jointly-controlled entity is a joint venture that is subject
to joint control, resulting in none of the participating
parties having unilateral control over the economic
activity of the jointly-controlled entity.

The Group’s investment in a jointly-controlled entity
is stated in the consolidated statement of financial
position at the Group’s share of net assets under the
equity method of accounting, less any impairment losses.
Adjustments are made to bring into line any dissimilar
accounting policies that may exist. The Group’s share
of the post-acquisition results and reserves of jointly-
controlled entity is included in the consolidated income
statement and consolidated reserves, respectively. Where
the profit sharing ratio is different to the Group’s
equity interest, the share of post-acquisition result of
the jointly-controlled entity is determined based on the
agreed profit sharing ratio. Unrealised gains and losses
resulting from transactions between the Group and its
jointly-controlled entity are eliminated to the extent
of the Group’s investment in the jointly-controlled
entity, except where unrealised losses provide evidence
of an impairment of the asset transferred. Goodwill
arising from the acquisition of jointly-controlled entity is
included as part of the Group’s investment in a jointly-
controlled entity.

Associates

An associate is an entity, including an unincorporated
entity such as a partnership, not being a subsidiary or
a jointly-controlled entity, over which the Group has
significant influence.
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Notes to Financial Statements B #& 3 & i+
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Associates (continued)

The Group's interests in associates are stated in the
consolidated statement of financial position at the
Group’s share of net assets under the equity method
of accounting, less any impairment losses. Adjustments
are made to bring into line any dissimilar accounting
policies that may exist. The Group’s share of the
post-acquisition results and reserves of associates is
included in the consolidated income statement and
consolidated reserves, respectively. Unrealised gains and
losses resulting from transactions between the Group
and its associates are eliminated to the extent of the
Group’s investments in the associates, except where
unrealised losses provide evidence of an impairment
of the asset transferred. Goodwill arising from the
acquisition of associates is included as part of the
Group’s interests in associates and is not individually
tested for impairment.

When an interest in an associate is classified as held
for sale, it is accounted for in accordance with HKFRS
5 Non-current Assets Held for Sale and Discontinued
Operations.

Business combinations and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for
control of the acquiree. For each business combination,
the Group elects whether it measures the non-controlling
interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate
share of net assets in the event of liquidation either
at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components
of non-controlling interests are measured at fair value.
Acquisition costs are expensed as incurred.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by
the acquiree.

If the business combination is achieved in stages, the
acquisition date fair value of the acquirer's previously
held equity interest in the acquiree is remeasured to fair
value as at the acquisition date through profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent
consideration which is deemed to be an asset or liability
will be recognised in accordance with HKAS 39 either
in profit or loss or as a change to other comprehensive
income. If the contingent consideration is classified as
equity, it will not be remeasured. Subsequent settlement
is accounted for within equity. In instances where the
contingent consideration does not fall within the scope
of HKAS 39, it is measured in accordance with the
appropriate HKFRS.

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any
fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired
and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net
assets of the subsidiary acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on
bargain purchase.
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2.4 SUMMARY OF SIGNIFICANT 24 FESEHBERBE (&)

ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events
or changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For
the purpose of impairment testing, goodwill acquired
in a business combination is, from the acquisition date,
allocated to each of the Group's cash-generating units,
or groups of cash-generating units, that are expected
to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed
in a subsequent period.

Where goodwill forms part of a cash-generating
unit (group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on
the relative values of the operation disposed of and the
portion of the cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required
(other than inventories, financial assets and goodwill),
the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit's value in use and its fair value less
costs to sell, and is determined for an individual asset,
unless the asset does not generate cash inflows that
are largely independent of those from other assets or
groups of assets, in which case the recoverable amount
is determined for the cash-generating unit to which the
asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to
the asset. An impairment loss is charged to the income
statement in the period in which it arises in those
expense categories consistent with the function of the
impaired asset, unless the asset is carried at a revalued
amount, in which case the impairment loss is accounted
for in accordance with the relevant accounting policy for
that revalued asset.

An assessment is made at the end of each reporting
period as to whether there is any indication that
previously recognised impairment losses may no longer
exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in
the estimates used to determine the recoverable amount
of that asset, but not to an amount higher than the
carrying amount that would have been determined (net
of any depreciation/amortisation) had no impairment loss
been recognised for the asset in prior years. A reversal
of such an impairment loss is credited to the income
statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case
the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that
revalued asset.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Related parties

A party is considered to be related to the Group if:

or

the party is a person or a close member of that

person’s family and that person:

(i)

(i)

(iii)

has control or joint control over the
Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or of a parent of
the Group;

the party is an entity where any of the following

conditions applies:

(i)

(i)

(iii)

the entity and the Group are members of
the same group;

one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary
or fellow subsidiary of the other entity);

the entity and the Group are joint ventures
of the same third party;

one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

RELATED PARTIES (continued)

Related parties (continued)

(b) (continued)

(v) the entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group;

(vi)  the entity is controlled or jointly controlled
by a person identified in (a); and

(vii)  a person identified in (a) (i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost or valuation less accumulated
depreciation and any impairment losses. The cost of
an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of
bringing the asset to its working condition and location
for its intended use. Expenditure incurred after items
of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally
charged to the income statement in the period in which
it is incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection
is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant
and equipment are required to be replaced at intervals,
the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (&)

ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Valuations are performed frequently enough to ensure
that the fair value of a revalued asset does not differ
materially from its carrying amount. Changes in the
values of property, plant and equipment are dealt with
as movements in the property, plant and equipment
revaluation reserve. If the total of this reserve is
insufficient to cover a deficit, on an individual asset
basis, the excess of the deficit is charged to the income
statement. Any subsequent revaluation surplus is
credited to the income statement to the extent of the
deficit previously charged. An annual transfer from the
property, plant and equipment revaluation reserve to
retained profits is made for the difference between the
depreciation based on the revalued carrying amount of
an asset and the deprecation based on the asset’s original
cost. On disposal of a revalued asset, the relevant portion
of the property, plant and equipment revaluation reserve
realised in respect of previous valuations is transferred to
retained profits as a movement in reserves.

Depreciation is calculated on the straight-line basis
to write off the cost or valuation of each item of
property, plant and equipment to its residual value over
its estimated useful life. The principal annual rates used
for this purpose are as follows:

Land and buildings Over the lease terms
Generation plant and 6.67%

related structure
10% - 20%

20% - 33%

Plant and machinery
Furniture, fixtures and
equipment

Motor vehicles 20% — 25%
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2.4 SUMMARY OF SIGNIFICANT 24 FTESHTBERBE (&)

ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Where parts of an item of property, plant and equipment
have different useful lives, the cost or valuation of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately. Residual values,
useful lives and the depreciation method are reviewed,
and adjusted if appropriate, at least at each financial
year end.

An item of property, plant and equipment and any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in the income
statement in the year the asset is derecognised is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents property, plant
and equipment which are in their acquisition phase
and is stated at cost less any impairment losses, and
is not depreciated. The acquisition phase of an asset
includes the period when the asset is under construction,
installation and testing. Cost comprises the direct costs
of construction together with borrowing costs incurred
during the asset acquisition period that theoretically
could have been avoided if expenditure for the asset had
not been made. The capitalisation of borrowing costs
ceases when substantially all of the activities necessary
to prepare the asset for its intended use are completed.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when it is
completed and ready for use, notwithstanding any delays
in the issue of the relevant commissioning certificates by
the relevant authorities.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Non-current assets held for sale

Non-current assets are classified as held for sale if their
carrying amounts will be recovered principally through
a sales transaction rather than through continuing use.
For this to be the case, the asset must be available for
immediate sale in its present condition subject only to
terms that are usual and customary for the sale of such
assets and its sale must be highly probable.

Non-current assets (other than financial assets) classified
as held for sale are measured at the lower of their
carrying amounts and fair values less costs to sell.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as
at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year end.

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the
cash-generating unit level. Such intangible assets are
not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to
be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on
a prospective basis.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Leases

Leases that transfer substantially all the rewards and
risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At the
inception of a finance lease, the cost of the leased asset
is capitalised at the present value of the minimum lease
payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase
and financing. Assets held under capitalised finance
leases, including prepaid land lease payments under
finance leases, are included in property, plant and
equipment, and depreciated over the shorter of the lease
terms and the estimated useful lives of the assets. The
finance costs of such leases are charged to the income
statement so as to provide a constant periodic rate of
charge over the lease terms.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals payable under the
operating leases net of any incentives received from
the lessor are charged to the income statement on the
straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on
the straight-line basis over the lease terms. When the
lease payments cannot be allocated reliably between the
land and buildings elements, the entire lease payments
are included in the cost of the land and buildings as a
finance lease in property, plant and equipment.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Investments and other financial assets
Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified
as financial assets at fair value through profit or loss,
loans and receivables, and available-for-sale financial
investments, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial
assets at initial recognition. When financial assets are
recognised initially, they are measured at fair value plus
transaction costs, except in the case of financial assets
recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

The Group’'s financial assets include cash and bank
balances, time deposits, trade and bills receivables,
available-for-sale investments, financial asset under
Project EC120, loan to a jointly-controlled entity, loans
to associates, loan to a related company, financial assets
included in prepayments, deposits and other receivables,
and derivative financial instruments.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement

The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include the financial assets held for trading and financial
assets designated upon initial recognition as at fair value
through profit or loss. Financial assets are classified as
held for trading if they are acquired for the purpose of
sale in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for
trading unless they are designated as effective hedging
instruments as defined by HKAS 39. Financial assets
at fair value through profit or loss are carried in the
statement of financial position at fair value with net
changes in fair value recognised in the income statement.
These net fair value changes do not include any dividends
or interest earned on these financial assets, which are
recognised in accordance with the policy set out for
“Revenue recognition” below.

The Group evaluates its financial assets at fair value
through profit or loss (held for trading) to assess
whether the intent to sell them in the near term is
still appropriate. When, in rare circumstances, the
Group is unable to trade these financial assets due
to inactive markets and management’s intent to sell
them in the foreseeable future significantly changes,
the Group may elect to reclassify these financial assets.
The reclassification from financial assets at fair value
through profit or loss to loans and receivables, available-
for-sale financial assets or held-to-maturity investments
depends on the nature of the assets. This evaluation
does not affect any financial assets designated at fair
value through profit or loss using the fair value option at
designation as these instruments cannot be reclassified
after initial recognition.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (&)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)

Financial assets at fair value through profit or loss
(continued)

Derivatives embedded in host contracts are accounted
for as separate derivatives and recorded at fair value if
their economic characteristics and risks are not closely
related to those of the host contracts and the host
contracts are not held for trading or designated at fair
value through profit or loss. These embedded derivatives
are measured at fair value with changes in fair value
recognised in the income statement. Reassessment only
occurs if there is a change in the terms of the contract
that significantly modifies the cash flows that would
otherwise be required.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement,
such assets are subsequently measured at amortised
cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral
part of the effective interest rate. The effective interest
rate amortisation is included in other income in the
income statement. The loss arising from impairment is
recognised in the income statement in other operating
expenses.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments
and debt securities and financial asset under Project
EC120 as set out in notes 22 and 21, respectively, to
the financial statements. Equity investments classified as
available for sale are those which are neither classified
as held for trading nor designated at fair value through
profit or loss. Debt securities in this category are
those which are intended to be held for an indefinite
period of time and which may be sold in response to
needs for liquidity or in response to changes in market
conditions.

After initial recognition, available-for-sale financial
investments are subsequently measured at fair value,
with unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or
loss is recognised in the income statement, or until the
investment is determined to be impaired, when the
cumulative gain or loss is reclassified from the available-
for-sale investment revaluation reserve to the income
statement. Interest and dividends earned whilst holding
the available-for-sale financial investments are reported
as interest income and dividend income, respectively and
are recognised in the income statement as other income
in accordance with the policies set out for “Revenue
recognition” below.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (&)

ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

When the fair value of unlisted equity investments
cannot be reliably measured because (a) the variability in
the range of reasonable fair value estimates is significant
for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such investments are
stated at cost less any impairment losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets and management’s intent to do
so significantly changes in the foreseeable future, the
Group may elect to reclassify these financial assets.
Reclassification to loans and receivables is permitted
when the financial assets meet the definition of loans
and receivables and the Group has the intent and
ability to hold these assets for the foreseeable future
or to maturity. Reclassification to the held-to-maturity
category is permitted only when the Group has the
ability and intent to hold until the maturity date of the
financial asset.

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the maturity amount is also amortised over
the remaining life of the asset using the effective
interest rate. If the asset is subsequently determined
to be impaired, then the amount recorded in equity is
reclassified to the income statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FTESHTBERBE (&)

ACCOUNTING POLICIES (continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is derecognised when:

o the rights to receive cash flows from the asset
have expired; or

o the Group has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under
a "pass-through” arrangement; and either (a)
the Group has transferred substantially all the
risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially
all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent
of the Group’s continuing involvement in the asset.
In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group
could be required to repay.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is any objective evidence that a financial
asset or a group of financial assets is impaired. A
financial asset or a group of financial assets is deemed
to be impaired if, and only if, there is objective evidence
of impairment as a result of one or more events that
occurred after the initial recognition of the asset (an
incurred “loss event”) and that loss event has an
impact on the estimated future cash flows of the
financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may
include indications that a debtor or a group of debtors
is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses individually whether objective evidence of
impairment exists for financial assets that are individually
significant, or collectively for financial assets that are
not individually significant. If the Group determines
that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment
loss is, or continues to be, recognised are not included
in a collective assessment of impairment.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTHRBE (&)
ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued) BMKEEZRE (&)
Financial assets carried at amortised cost (continued) RS R BB E ()
If there is objective evidence that an impairment loss has WMEEHEBRR IO HERES
been incurred, the amount of the loss is measured as the B BEcEREENREERMG

difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred).
The present value of the estimated future cash flows
is discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at
initial recognition). If a loan has a variable interest rate,
the discount rate for measuring any impairment loss is
the current effective interest rate.

The carrying amount of the asset is reduced through the
use of an allowance account and the amount of the loss
is recognised in the income statement. Interest income
continues to be accrued on the reduced carrying amount
and is accrued using the rate of interest used to discount
the future cash flows for the purpose of measuring the
impairment loss. Loans and receivables together with any
associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a future
write-off is later recovered, the recovery is credited to
other expenses in the income statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)
Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether
there is objective evidence that an investment or a group
of investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in the income statement, is removed from other
comprehensive income and recognised in the income
statement.

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. The determination of what is “significant”
or “prolonged” requires judgement. “Significant” is
evaluated against the original cost of the investment
and “prolonged” against the period in which the fair
value has been below its original cost. Where there is
evidence of impairment, the cumulative loss — measured
as the difference between the acquisition cost and the
current fair value, less any impairment loss on that
investment previously recognised in the income statement
— is removed from other comprehensive income and
recognised in the income statement. Impairment losses
on equity instruments classified as available for sale are
not reversed through the income statement. Increases in
their fair value after impairment are recognised directly
in other comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)
Available-for-sale financial investments (continued)

In the case of debt instruments classified as available for
sale, impairment is assessed based on the same criteria
as financial assets carried at amortised cost. However,
the amount recorded for impairment is the cumulative
loss measured as the difference between the amortised
cost and the current fair value, less any impairment
loss on that investment previously recognised in the
income statement. Future interest income continues
to be accrued based on the reduced carrying amount
of the asset and is accrued using the rate of interest
used to discount the future cash flows for the purpose
of measuring the impairment loss. The interest income
is recorded as part of other income. Impairment losses
on debt instruments are reversed through the income
statement if the increase in fair value of the instruments
can be objectively related to an event occurring after
the impairment loss was recognised in the income
statement.

Financial liabilities
Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are
classified as financial liabilities at fair value through
profit or loss, loans and borrowings, or as derivatives
designated as hedging instruments in an effective hedge,
as appropriate. The Group determines the classification
of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair
value plus, in the case of loans and borrowings, directly
attributable transaction costs.
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2.4 SUMMARY OF SIGNIFICANT 24 TESTHBEME (&)

ACCOUNTING POLICIES (continued)

Financial liabilities (continued)
Initial recognition and measurement (continued)

The Group’'s financial liabilities include trade and
bills payable, other payables, interest-bearing bank
borrowings, financial guarantee contracts, and an
amount due to non-controlling shareholders of a
subsidiary.

Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless
the effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are
recognised in the income statement when the liabilities
are derecognised as well as through the effective interest
rate method amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
finance costs in the income statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FTESHTBERBE (&)

ACCOUNTING POLICIES (continued)

Financial liabilities (continued)
Financial guarantee contracts

Financial guarantee contracts issued by the Group are
those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the
specified debtor fails to make a payment when due
in accordance with the terms of a debt instrument.
A financial guarantee contract is recognised initially
as a liability at its fair value, adjusted for transaction
costs that are directly attributable to the issuance of
the guarantee. Subsequent to initial recognition, the
Group measures the financial guarantee contract at the
higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation
at the end of the reporting period; and (ii) the amount
initially recognised less, when appropriate, cumulative
amortisation.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition
of a new liability, and the difference between the
respective carrying amounts is recognised in the income
statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if, and only if, there is currently enforceable
legal right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded
in active markets is determined by reference to quoted
market prices or dealer price quotations (bid price
for long positions and ask price for short positions),
without any deduction for transaction costs. For
financial instruments where there is no active market,
the fair value is determined using appropriate valuation
techniques. These techniques include using recent arm’s
length market transactions; reference to the current
market value of another instrument which is substantially
the same; a discounted cash flow analysis; and option
pricing models.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress
and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less
any estimated costs to be incurred to completion and
disposal.
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2.4 SUMMARY OF SIGNIFICANT 2.4

ACCOUNTING POLICIES (continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral
part of the Group’s cash management.

For the purpose of the statement of financial position,
cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
the income statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (&)

ACCOUNTING POLICIES (continued)

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities for the current and
prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period, taking into consideration interpretations and
practices prevailing in the countries in which the Group
operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the
initial recognition of goodwill or an asset or
liability in a transaction that is not a business
combination and, at the time of the transaction,
affects neither the accounting profit nor taxable
profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
associates and joint ventures, when the timing of
the reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable
future.
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2.4 SUMMARY OF SIGNIFICANT 24 FTESHTBERBE (&)

ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, and the carryforward
of unused tax credits and unused tax losses can be
utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss;
and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
associates and joint ventures, deferred tax assets
are only recognised to the extent that it is probable
that the temporary differences will reverse in the
foreseeable future and taxable profit will be
available against which the temporary differences
can be utilised.

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
profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and
are recognised to the extent that it has become probable
that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based
on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred tax assets and deferred tax liabilities are offset
if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred
taxes relate to the same taxable entity and the same
taxation authority.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will
be received and all attaching conditions will be complied
with. When the grant relates to an expense item, it is
recognised as income over the periods necessary to
match the grant on a systematic basis to the costs that
it is intended to compensate.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following
bases:

(a) from the sale of electric and steam power, based
on actual consumption derived from the reading
of meters during the year;

(b) from the development, manufacture and
distribution of helicopters, when the Group’s
right to receive its share of profit from Project
EC120 has been established (note 21);

(c) from the rendering of services, when the services
are rendered;
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBERBE (&)

ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

(d) interest income, on an accrual basis using
the effective interest method by applying the
rate that discounts the estimated future cash
receipts through the expected life of the financial
instrument to the net carrying amount of the
financial asset;

(e) government grants, on a systematic basis over the
periods necessary to match the grant to the costs
that it is intended to compensate;

(f) income from the sale of coal residues, when the
significant risks and rewards of ownership have
been transferred to the buyer, provided that the
Group maintains neither managerial involvement
to the degree usually associated with ownership,
nor effective control over the goods sold; and

(9) dividend income, when the shareholders’ right to
receive payment has been established.

Share-based payment transactions

The Company operates a share option scheme for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success of
the Group’s operations. The associate of the Group,
China Environmental Investment Holdings Limited
("CEIH") (formerly known as Sino Gas Group Limited),
also operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants
who contribute to the success of CEIH’s operations.
Employees (including directors) receive remuneration in
the form of share-based payment transactions, whereby
employees render services as consideration for equity
instruments (“equity-settled transaction”).
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Share-based payment transactions (continued)

The cost of equity-settled transactions with employees
for grants after 7 November 2002 is measured by
reference to the fair value at the date at which they are
granted.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over
the period in which the performance and/or service
conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group's best estimate of the number of equity
instruments that will ultimately vest. The charge or
credit to the income statement for a period represents
the movement in the cumulative expense recognised as
at the beginning and end of that period.

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-vesting
condition, which are treated as vesting irrespective of
whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or
service conditions are satisfied.

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the
award are met. In addition, an expense is recognised
for any modification that increases the total fair value
of the share-based payment transaction, or is otherwise
beneficial to the employee as measured at the date of

modification.
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERME (&)

ACCOUNTING POLICIES (continued)

Share-based payment transactions (continued)

Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or
the employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings
per share.

The cost of cash-settled transactions is measured initially
at fair value at the grant date taking into account the
terms and conditions upon which the instruments were
granted. The fair value is expensed over the period until
the vesting date with recognition of a corresponding
liability. The liability is measured at the end of each
reporting period up to and including the settlement
date, with changes in fair value recognised in the
Group’s income statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Other employee benefits
Pension scheme

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

Prior to the MPF Scheme being effective, the Group
operated a defined contribution provident fund for
those employees who were eligible and had elected
to participate in the fund. This fund operated in a
way similar to the MPF Scheme, except that when an
employee left the fund prior to his/her interest in the
Group's employer contributions vesting fully, the ongoing
contributions payable by the Group were reduced by
the relevant amount of forfeited contributions. Upon
the implementation of the MPF Scheme with effect
from 1 December 2000, the provident fund was frozen
and no further contributions by the Group or the
eligible employees were made after that date. When
eligible employees leave the Group, they receive their
entitlements pursuant to the existing rules of this fund.

The employees of the Group’s subsidiaries which operate
in Mainland China are required to participate in a
central pension scheme operated by the local municipal
government. These subsidiaries are required to contribute
certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to the
income statement as they become payable in accordance
with the rules of the central pension scheme.
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2.4 SUMMARY OF SIGNIFICANT 24 FTESHTBERBE (&)

ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e.,
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are capitalised
as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
capitalised. All other borrowing costs are expensed in
the period in which they are incurred. Borrowing costs
consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity
are measured using that functional currency. Foreign
currency transactions recorded by the entities in the
Group are initially recorded using their respective
functional currency rates ruling at the dates of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the end of the
reporting period. All differences arising on settlement or
translation of monetary items are taken to the income
statement.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBEBE (&)

ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transaction.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was determined. The gain or
loss arising on retranslation of a non-monetary item is
treated in line with the recognition of the gain or loss
on change in fair value of the item (i.e., translation
differences on item whose fair value gain or loss is
recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income
or profit or loss, respectively).

The functional currencies of certain overseas subsidiaries,
jointly-controlled entity and associates are currencies
other than the Hong Kong dollar. As at the end of
the reporting period, the assets and liabilities of these
entities are translated into the presentation currency
of the Company at exchange rates ruling at the end
of the reporting period and their income statements
are translated into Hong Kong dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the income statement.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation
and translated at the closing rate.

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of the overseas subsidiaries which
arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the
year.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the
future.

Judgements

In the process of applying the Group’s accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the amounts
recognised in the financial statements:

Impairment of assets

In determining whether an asset is impaired or the
event previously causing the impairment no longer
exists, the Group has to exercise judgement in the
area of asset impairment, particularly in assessing: (1)
whether an event has occurred that may affect the
asset value or such event affecting the asset value has
not been in existence; (2) whether the carrying value of
an asset can be supported by the net present value of
future cash flows which are estimated based upon the
continued use of the asset or derecognition; and (3) the
appropriate key assumptions to be applied in preparing
cash flow projections including whether these cash flow
projections are discounted using an appropriate rate.
Changing the assumptions selected by the management
to determine the level of impairment, including the
discount rates or the growth rate assumptions in the
cash flow projections, could materially affect the net
present value used in the impairment test.
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Notes to Financial Statements B #& 3 & i+

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(continued)

Judgements (continued)

Classification of equity investments among investment
in subsidiaries, investment in associates and investment
in a jointly-controlled entity

In determining whether an equity investment is classified
as investment in subsidiaries, investment in associates
and investment in a jointly-controlled entity, the Group
considers a number of factors including (1) whether the
Group has the power to exercise control; (2) whether
the Group can exercise significant influence; and (3)
whether the participating parties have unilateral control
over the operating and financial policies of the investee
company.

Estimation uncertainty

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, are
described below.

Impairment of goodwill

The Group determines whether goodwill is impaired at
least on an annual basis. This requires an estimation
of the value in use of the cash-generating units to
which the goodwill is allocated. Estimating the value
in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating
unit and also to choose a suitable discount rate in order
to calculate the present value of those cash flows. As at
31 December 2011, the carrying amount of goodwill on
the acquisition of a subsidiary was HK$4,193,707 (2010:
HK$30,493,201). Further details are included in note 16
to the financial statements.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty (continued)
Deferred tax assets

Deferred tax assets are recognised for all unused tax
losses to the extent that it is probable that taxable
profit will be available against which the losses can be
utilised. Significant management judgement is required
to determine the amount of deferred tax assets that
can be recognised, based upon the likely timing and
level of future taxable profits together with future
the
amount of unrecognised tax losses was approximately
HK$15,456,000 (2010: HK$15,456,000). Further details
are included in note 33 to the financial statements.

tax planning strategies. As at 31 December 2011,

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. They are tested for impairment when
there are indicators that the carrying amounts may not
be recoverable. An impairment exists when the carrying
value of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value
less costs to sell and its value in use. The calculation
of the fair value less costs to sell is based on available
data from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When
value in use calculations are undertaken, management
must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of
those cash flows.
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31 December 2011 —E——%+ -8 =+—H

F#) BRAF

==
(4&)

R

HETTRREM (&)
B IE &
HRIEERIEE E R RN A g HE
FERBUEFAHRE A BB AR
BRACHIBEE 2 HH BEEAR
TEE R AE - BIERRERTEF
A B8 2 F [ R K S DA B R PR B 75 2R
£ NEEIRRAZELHBEEE
- -RZT——F+ZRA=+
— B ABRTEEBBZSBY
415,456,000 L (Z T — T & :
15,456,000 7T ) © # —HEEIFEN
BT R T EE33 o

HUHEE (BEES) ZHBiE

AEEERERSHRFEEALIE
MHEEESFEEMRELR
WHHEEREER A KEZ
PREETRERNR - EEERR
TELETZEREBRAE AT KE
TR (ARFERBEEKRANEEEA
BEPZESE) & - HIREE -
RFERIFERRTIRZAEEEIN
RFEZGHARLEEZRBORNZH
EXHTAESHNEE - KA BR
mERLEEEZEEXNANE

EEEREERS  BEREELAML
ARBEERREELE T A
ARRERE WEBSB2FR
RUFEZERSREZRE -



Notes to Financial Statements B #& 3 & i+

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty (continued)

Useful lives and residual values of items of property,
plant and equipment

In determining the useful lives and residual values of
items of property, plant and equipment, the Group has
to consider various factors, such as expected usage of
the asset, expected physical wear and tear, the care and
maintenance of the asset, and legal or similar limits on
the use of the asset. The estimation of the useful life of
the asset is based on the experience of the Group with
similar assets that are used in a similar way. Additional
depreciation is made if the estimated useful lives and/
or the residual values of items of property, plant and
equipment are different from previous estimation. Useful
lives and residual values are reviewed at the end of
each financial year based on changes in circumstances.
The carrying amount of property, plant and equipment
at 31 December 2011 was HK$49,961,296 (2010:
HK$303,725,964). Further details are included in note
14 to the financial statements.

Impairment of trade and bills receivables and deposits
and other receivables

The Group maintains an allowance for estimated losses
arising from the inability of its customers or borrowers
to make the required payments. The Group makes its
estimates based on the ageing of its trade and bills
receivables and deposits and other receivable balances,
customers’ creditworthiness, and historical write-off
experience. If the financial condition of its customers
or borrowers was to deteriorate so that the actual
impairment loss might be higher than expected, the
Group would be required to revise the basis of making
the allowance and its future results would be affected.
The carrying amounts of trade and bills receivables
and deposits and other receivables at 31 December
2011 was HK$10,965,384 (2010: HK$40,368,355) and
HK$303,617,849 (2010: HK$36,613,013), respectively.
Further details are included in notes 24 and 26 to the
financial statements, respectively.
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OPERATING SEGMENT
INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and
has two reportable operating segments as follows:

(a) the electric and steam power supply segment
engages in the generation and sale of electric and
steam power; and

(b) the aero-technology related business segment
engages in the share of profit from the
development, manufacture and distribution of
helicopters.

Management monitors the results of the Group's
operating segments separately for the purpose of making
decisions about resources allocation and performance
assessment. Segment performance is evaluated based
on reportable segment profit/(loss), which is a measure
of adjusted profit for the year. The adjusted profit for
the year is measured consistently with the Group's profit
for the year except that head office’s other income, gain
on partial disposal of investment in a jointly-controlled
entity, gain/(loss) on deemed disposal of an associate,
gain on additional investment in an associate, share
of profits and losses of the jointly-controlled entity
and associates, gain on disposal of available-for-sale
investments, fair value loss on derivative financial
instrument, gain on disposal of subsidiaries as well as
head office and corporate expenses and unallocated
income tax are excluded from such measurement.
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OPERATING SEGMENT 4. REIT|ER (&)
INFORMATION (continued)
Continuing operations Discontinued operation Total
RREERK BALEEEK At
Aero-technology Electric and steam
related business Total power supply Total
RERREER EEl ERDE At

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
“9--% “3-9F 29--% “2-9F “9--F "P-3F “¢--F “T-3F ~¢--f 293¢
HK$'000  HKS'000  HKS$'000  HK$'000 HKS'000  HK$'000  HK$'000  HKS'000  HKS$'000  HK$'000
FRT | TET  TET  FET TET  FET  TET BT FET  TET

Segment revenue: Al :

Sales to external customers ~ SMIRFEE - 654 - 654 303,233 273732 303233 273732 303,233 274,386
Segment results gt 541 (4037) 541 (4037) 17644 21,038 17644 21038 18,185 17,001
Reconciliation: Bk -

Unallocated other income  RATEMMA 8860  349% 2 - 8881 34%
Corporate and other tEREM

unallocated expenses AARRX (35,566)  (19,005) (632) (18)  (36,198)  (19,023)
Gain on partial disposal of ~ HEDH LR

investment in a jointly- BENEIEE

controlled entity b - 54,99 - - - 5499%
Gainf(loss) on deemed HEAHERERT

disposal of an associate 2B/ (B8 (3.082) 15600 - - (308 1,600
Gain on additional investment S IBE N AHE

in an associate LHE 2143 - - - 2143 -
Share of profits and losses of: 2 {E R RER :

Jointly-controlled entity HEZELA 121,757 3,495 - - 121,757 3,495

Associates I 19 (9,14 - - 19 (9142)
Gain on disposal of available- L &R HEMRE

for-sale investments LB 331,047 - - - 331,047 -
Fair value loss on derivative 474 2R TA

financial instrument ZATERR - (58l - L - (6919
Gain on disposal of HERBAR

subsidiaries LB - - 148,489 - 148,489 -
Unallocated income tax AAWFERAR

expense (111,0m) (124) (12,756)  (2,700) (123,827)  (2,824)
Profit for the year REGF 320823 25360 152,766 18320 473,589 43,680
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4. OPERATING SEGMENT
INFORMATION (continued)

4. REHHER (&)

Continuing operations Discontinued operation Total
RREEXH BALEEEH At
Aero-technology Electric and steam
related business Total power supply Total
RERTREES &t EHRRAME fit
2011 2010 2011 2010 2011 2010 201 2010 201 2010
Z%--% _2-%f Z%--% _T-%%F -%--§ _T-TF “B--F “T2-%fF B--F _T-%f%
HKS$'000  HKS'000  HK$'000  HKS'000 HKS'000  HK$'000 HK$'000  HK$°000  HK$'000  HK$'000
Fén TEr  FEr  TEn  TEr  THr  TEn  TEr FEr TEn
Other segment information: EftA%&EH :
Bank interest income RAHEHRA 831 1,156 831 1,156 784 759 784 759 1615 1915
Unallocated amounts L] 1,725 1,057 b = 1,746 1,057
2,556 2,213 805 759 3,361 2,972
Depreciation & (416) (408) (416) (408)  (22,641)  (17,205)  (22,641) (17,205  (23,057)  (17,613)
Unallocated amounts AEEH (1,081) (1,032 - - (1,081) (1,032
(1,497)  (1,440) (22,641) (17,205  (24,138)  (18,645)
Interest income on loans [ FEEAF
to a jointly-controlled  B&EH
entity ZFIEHA 1,763 - 1763 = - - - - 1763 -
Interest income on aloan  [AEEAARHE
to arelated company  EFZFSMA 1,368 - 1,368 - - - - - 1368 -
Finance costs Eiph - - - - (1568)  (3971)  (7568)  (3971)  (7.568)  (3.971)
Deficit on revaluation 0% BEA
of items of property, FEBEE(
plant and equipment BB - - - - - (1,526) - (1,526) - (1,520
Impairment of a EC120%8 8
financial asset under LUBEE
Project EC120 BE - (3459 - (3459 - - - - - (3459
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OPERATING SEGMENT
INFORMATION (continued)

4.

RESEER (&)

Geographical information ih & &
(a)  Revenue from external customers (a) FKEIBEFYa
2011 2010
—E——f —E-TF
HK$'000 HK$°000
FET TET
Mainland China AR A b 303,233 274,386

The revenue information above is based on the
location of the customers.

(b) Non-current assets

S ENDIEERER
Z AT E S o

(b) FRBEE

2011 2010

—B——fF —E-TF

HK$’000 HK$'000

FExT FEIT

Hong Kong Bk 219,372 181,107
Mainland China AR B A 551,998 1,356,287
771,370 1,537,394

The non-current asset information above is based
on the location of assets and excludes financial
instruments.

Information about a major customer

Revenue of approximately HK$44,062,000 (2010:
HK$41,960,000) was derived from sales by the electric
and steam power supply segment to a single customer.

LA RBEEENTIEE
EZMEME D YTERE
TERTH-

—REIBERFZEN

#)44,062,000% 7T (Z & — & F ¢
41,960,000/ 70) 2 Wz TR B E S
REAHESIHET —BRP -
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REVENUE AND OTHER INCOME 5.

Revenue, which is also the Group's turnover, represents
the net invoiced value of electric and steam power sold
and the income from Project EC120 for the development,
manufacture and distribution of helicopters.

An analysis of revenue and other income is as follows:

W 2 52 EAts A

YWt (TRENAKEZ EXE) TR

BHEENREAR

BRFE N

RERBERE HERKHEAK L

EC120 B 2 YA °

Yzt R ERA DTN T -

2011 2010
—E—-—-F —E-%F
HK$ HK$
BT BT
Revenue g
Share of profit from Project EC120 for ~ HEKEEK 7 AN E
the development, manufacture and EAHEE  2ER
distribution of helicopters attributable ~ #48%%2EC1201EE
to continuing operations | - 654,454
Generation and sale of electric and steam B IMEEE®K Y AER
power attributable to a discontinued HEB N RFER
operation 303,232,773 273,731,630
303,232,773 274,386,084
Other income HAWA
Bank interest income RITHIBWA 3,360,697 2,972,264
Interest income on a loan to REEDRRENER
a related company ZFE WA 1,368,110 -
Interest income on convertible bonds R E AR BT TR ES
issued by an associate ZFBHA 155,833 550,000
Interest income on loans to mERIEEABIREHER
a jointly-controlled entity ZFBMA 1,763,162 -
Interest income on loans to associates  [AE & A BRENE T 2 FIEMWA 1,626,198 1,133,252
Interest income on other receivables Hib IR Z F S WA 667,892 755,562
Income from installation of infrastructure Z&E {345
for steam supply ZWA 3,064,837 6,873,938
Government grants* BiSHa e 12,479,888 304,662
Income from sale of coal residues HEEEZ /A 2,560,120 1,439,891
Dividend income from an AN EN ETIRE
available-for-sale listed investment Z B A 5,249,769 -
Others Hih 118,918 243,805
32,415,424 14,273,374
Attributable to continuing operations SIS (L 13,386,603 4,652,478
Attributable to a discontinued operation 4% |48 & ¥ 15 E(G 19,028,821 9,620,896
32,415,424 14,273,374

* Various coal price subsidies and government grants
relating to anti-pollution research activities in Hangzhou,
the PRC, have been received from the government
authorities in Hangzhou. Government grants received for
which related expenditure has not yet been undertaken
are included in deferred income in the consolidated
statement of financial position. There are no unfulfilled
conditions or contingencies relating to these grants.
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PROFIT BEFORE TAX 6. BR¥BAIER
The Group’s profit before tax is arrived at after charging/ AREBZBRBATEN DI (G
(crediting)*: VAR
2011 2010
—F——F —E-TF
Notes HKS$ HK$
Hfat BT BT
Cost of electric and HEE N REAR
steam power supply Z R 273,448,525 237,264,158
Depreciation e 14 24,137,574 18,645,488
Minimum lease payments under TH REFEE
operating leases on land and A 2 &K
buildings e 888,122 591,733
Recognition of prepaid land MERIER i
lease payments HE 15 767,793 736,905
Employee benefit expense EERETNER
(excluding directors’ (TEEESHE
remuneration (note 8)): (K1it8)) :
Wages and salaries ITERF® 21,158,097 15,249,489
Pension scheme contributions* RIREEHE| T 554,925 524,659
21,713,022 15,774,148
Other operating Hihaee
expenses/(income), net: Ax,(WA) F5E
Provision for impairment of trade [EWE ZBRFARERE
and bills receivables, net BB 24 - 156,202
Recovery of other receivables H 4th FE U BR Xz Uk @l (173,447) (254,933)
Write-back of provision for ISR EL
financial guarantee contracts Bl - (160,919)
(173,447) (259,650)
Auditors’ remuneration 22 Gl ka 1,848,000 1,690,000
Foreign exchange differences, net 4N 5 # =585 %8 931,719 (58,753)
Loss on disposal of items of LEWE - BRE A
property, plant and equipment REZEE 110,333 -
g The disclosures presented in this note include all E AHEME2S c HEBERISE

REEXEBREKLEEEBN
B (GEA) ZFiB2%E -

amounts charged/(credited) in respect of the continuing
operations and a discontinued operation.

R-Fgimal = A =1 -
AN 52 @30 AT AR 2 08 WA R AT B
ER D RREE 2 BRIKS T8I
K(ZE—ZTF &) -

4 At 31 December 2011, the Group had no forfeited *
contributions available to reduce its contributions to
the pension scheme in future years (2010: Nil).
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7. FINANCE COSTS 7. HBBEAX
An analysis of finance costs is as follows: MR T
Group
rEH
2011 2010
—E——F —ZE-TF
HK$ HK$
BT BT
Interest on bank loans wholly BRI E TS 2
repayable within five years ARAENR
attributable to a discontinued EEMEE ZIRITER
operation ZH B 7,567,778 3,971,438
No finance costs were incurred for continuing operations SECEEBRTEEETBRSZ (=
(2010: Nil). T—FF:E|)-
8. DIRECTORS’ REMUNERATION 8. EEM<E
Directors’ remuneration for the year, disclosed pursuant BIEE XS LR ([ £
to the Listing of Securities on the Stock Exchange (the A1) REE QRGO FE161REKEE
“Listing Rules”) and Section 161 of the Hong Kong ZERFEEMMT :
Companies Ordinance, is as follows:
Group
rEH
2011 2010
—E——F —TEF
HK$ HK$
BT BT
Fees: BE
Executive Directors WITES 216,000 206,416
Non-executive Directors FEHITES 660,000 500,000
876,000 706,416
Other emoluments H A B
(Executive Directors): (BITES) :
Salaries, allowances and e EMK
benefits in kind =7k 13,242,976 4,159,733
Pension scheme contributions RIRES T2 274,477 254,040
13,517,453 4,413,773
14,393,453 5,120,189
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DIRECTORS’ REMUNERATION 8.
(continued)

(a)

(b)

Independent Non-executive Directors

The fees paid to Independent Non-executive

(a) BIFBITES
RERAIN THEILIERITE

Directors during the year were as follows: EZHREIT
2011 2010
—E——F —E-EF
HKS$ HK$
BT BT
Chu Yu Lin, David R 4h Bk 240,000 160,000
Li Ka Fai, David ERIE 240,000 160,000
Li Zhaoxi Z=JKER 60,000 60,000
540,000 380,000

There were no other emoluments payable to the

Independent Non-executive Directors during the

year (2010: Nil).

Executive Directors and a Non-executive

RERLEE M EN TEL
FHTEENME (—F—F
FE)-

(b) BTESER—BFYUTES

Director
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
Eic -1 Bike
BE RENANZ B MeBsE
2011 HKS$ HKS$ HKS$ HKS$
—E2--F BT BT B BT
Executive Directors: HITES :
Wu Guangquan R 36,000 - - 36,000
Jiang Wei E3H 36,000 - - 36,000
Ji Guirong TEH 36,000 8,483,016 219,000 8,738,016
Liu Rongchun s 36,000 - - 36,000
Pan Linwu B 36,000 - - 36,000
Zhang Chuanjun REE 36,000 4,759,960 55,477 4,851,437
216,000 13,242,976 274,477 13,733,453
Non-executive Director: FHTEE
Ip Tak Chuen, Edmond Bimpa 120,000 - - 120,000
336,000 13,242,976 274,477 13,853,453
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8.
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DIRECTORS’ REMUNERATION 8. EEME (&=
(continued)
(b) Executive Directors and a Non-executive (b) HITEER—BHHITES
Director (continued) (&)
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind  contributions  remuneration
He o 2E BRE
we  REDAE BEGS B¢ 858
2010 HK$ HK$ HK$ HK$
—T-TF BT BT BT BT
Executive Directors; HiTES
Wu Guangquan Rk 28,935 = = 28,935
Fu Shula NEgi 7,065 = = 7,065
Jiang Wei ZE 22,452 - - 22,452
Ji Guirong FEE 36,000 3,447,733 219,000 3,702,733
Liu Rongchun S 36,000 - = 36,000
Pan Linwu B 36,000 - - 36,000
Zhang Chuanjun REE 36,000 712,000 35,040 783,040
Ma Zhiping EET 3,964 - - 3,964
206,416 4,159,733 254,040 4,620,189
Non-executive Director: ERTES
Ip Tak Chuen, Edmond HEp 120,000 - - 120,000
326,416 4,159,733 254,040 4,740,189

There was no arrangement under which a director
waived or agreed to waive any remuneration during

the year.

FAYEEMLHEBEEETHRENL
RIZHEEAME
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31D

FIVE HIGHEST PAID EMPLOYEES P

The five highest paid employees included two (2010:
one) executive directors, details of whose remuneration
are set out in note 8 above. Details of the remuneration
of the remaining three (2010: four) non-director, highest

ecember 2011 —_&——F+_-_A=+—H

LEREHES

nERBHEERENSE (“2-F
G —F)PITEE BEWSZH
BEA XS - HB=% (=T
—BF ME) AFREHFEFE

paid employees for the year are as follows: BrMezFBENT ¢
Group
AEH
2011 2010
—E——F —E-EF
HK$ HK$
BT BT
Basic salaries, allowances and BEARES - EA
benefits in kind EEYH = 1,913,920 3,348,000
Pension scheme contributions RINE SRR 109,814 157,680
Performance-related bonuses TERIBBRETEA 2,020,000 250,000
4,043,734 3,755,680

The number of non-director, highest paid employees
whose remuneration fell within the following bands is
as follows:

MeETIHHEZERSHFEERE
E2A :

Number of employees

EEEHE
2011 2010
—E——F —E-ZF
HK$500,001 to HK$1,000,000 500,001/87C%£ 1,000,000 7T 1 3
HK$1,000,001 to HK$1,500,000 1,000,001 521,500,000 7T 2 1
3 4
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10. INCOME TAX

10.

No provision for Hong Kong profits tax has been made as

the Group did not generate any assessable profits arising

in Hong Kong during the year. In the prior year, Hong

Kong profits tax was provided at the rate of 16.5% on

the estimated assessable profits arising in Hong Kong

during that year. Taxes on profits assessable elsewhere

have been calculated at the rates of tax prevailing in the

countries/jurisdictions in which the Group operates.

FRiG%

HRAKERFRAL BRERELZ
FERR B A - BRI EAE BB G
HEE - BEFE  AEEERR
REEZ A ERTOE M 1£16.5%
ZHREEREBMEHEE - HAl
i [ B R BUS A 2 AR SR A R
BREmERR EERHERZ
BERGTHE -

Group
AEH
2011 2010
—E——F —E-EF
HK$ HK$
BT BT
Current — Hong Kong BVEl — &# - 123,870
— Elsewhere — Hfthih[@ 130,594,573 7,800,549
Deferred (note 33) EIE (f15#33) 785,750 2,175,434
Total tax charge for the year AREF AR L 40%8 131,380,323 10,099,853
Group
AEH
2011 2010
—E——F —E-EF
HK$ HK$
B BT
Attributable to continuing FE S TS
operations 111,191,360 369,615
Attributable to a discontinued B4R IE 4R TS (L
operation 20,188,963 9,730,238
131,380,323 10,099,853
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10. INCOME TAX (continued)

A reconciliation of the tax expense applicable to
profit/(loss) before tax at the statutory rates for the
jurisdictions in which the Company and the majority of

31 December 2011 —ZE——F+=-_A=+—H

10. FiBH (&)
BARRREEEHERANCE
8 B B2 5T B % A B AR B B
BRI, (B518) 9 BLIA S i B

its subsidiaries are domiciled to the tax charge for the MBS 2 AERAT
year is as follows:
Group - 2011
rEE-—B——F
Mainland
Hong Kong China Total
B B L
HK$ HK$ HK$
BT V::bA E7
Profit/(loss) before tax REREF/(B8) (30,318,495) 635,287,406 604,968,911
Tax at the statutory tax rates REEREHE 288 (5,002,553) 158,620,560 153,618,007
Profits and losses attributable AEEREERR
to a jointly-controlled entity REE DR EA
and associates RE#R (492,228) (32,229,096) (32,721,324)
Provision arising from changes of ~ EFi B ZHE A& 15|
undertaking of tax arrangements 7 #1& - 26,492,776 26,492,776
Income not subject to tax L ON (572,532) (21,570,624) (22,143,156)
Expenses not deductible for tax S 2 Hx 6,113,844 20,176 6,134,020
Tax charge for the year AERBRX 46,531 131,333,792 131,380,323
Group - 2010
REB - —T—FTF
Mainland
Hong Kong China Total
B A ch
HK$ HK$ HK$
BT BT BT
Profit/(loss) before tax BB ART (B8) (27,333,141) 81,113,089 53,779,948
Tax at the statutory tax rates REENEHEZHE (4,509,968) 20,278,272 15,768,304
Profits and losses attributable pax P YN
to a jointly-controlled entity REEREZEH
and associates RER 1,235,416 (459,995) 775,421
Effect of withholding tax at 10%  RERBERZ
on the distributable profits of AEENBLARZ
the Group's subsidiary A DKM Z 10%5t &
in Mainland China ZENH A 2,700,000 3 2,700,000
Income not subject to tax BEHHIA (543,090) (13,749,085) (14,292,175)
Expenses not deductible for tax ~ AEMHZ B% SSIB 1,206,790 5,148,303
Tax charge for the year RERBERZ 2,823,871 7,275,982 10,099,853
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10.

11.

116 AVIC International Holding (HK) Limited " EIfZ% TEREEZER (

INCOME TAX (continued)

During the 5th Session of the 10th National People’s
Congress, which was concluded on 16 March 2007, the
PRC Corporate Income Tax Law (the “New Corporate
Income Tax Law”) was approved and became effective
on 1 January 2008. The New Corporate Income Tax Law
introduces a wide range of changes which include, but
are not limited to, the unification of the income tax rate
for domestic-invested and foreign-invested enterprises at
25%. In addition, for those enterprises benefiting from
lower preferential tax rates, such preferential rates will
be gradually phased out by increasing them to 25% over
five years from the effective date of the New Corporate
Income Tax Law. A concessionary tax rate of 24% (2010:
22%) was applied to Zhejiang Sealand Thermoelectric
Share-Holding Co. (“Zhejiang Sealand”) during the year
and this concessionary tax rate will be increased to 25%
by the year 2012.

The share of tax attributable to a jointly-controlled entity
and associates amounting to HK$37,065,132 (2010:
HK$453,080) and HK$5,286,346 (2010: HK$2,619,849),
respectively, is included in “Share of profits and losses
of a jointly-controlled entity and associates” in the

consolidated income statement.

PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT

The consolidated profit attributable to equity holders
of the parent for the year ended 31 December 2011
includes a profit of HK$165,734,491 (2010: loss of
HK$34,472,202) which has been dealt with in the
financial statements of the Company (note 36(b)).

10.

11.

B#) BRAF

Fiie® (&)

RZZZELF=A T AHAENE
TE2BEBARRRASGELRER
o REREFRETE (f%ﬁu:%ﬁﬁ
BEORD BEEALE YRZ-F
F-—H—BREEK- %ﬁm%ﬁﬁ f/‘%
ESIA—RINEE BFE(BETR
) BRINE R ERIPIGH XS —
R25% ° AN BREXRBER
MEXmMS  BERERERGE
P 5 TR/j&ExﬁlElﬁﬂiﬁfﬁiﬂﬂgL
FHEE25%  FA - ML EHE
BERHOBERART (TIHLEH]) &R
MEERR A24% (CE—F4F:
22%) ZBERXEASE_T—
ZFHI25% ©

DEHEREEARIRBE AR 2
Iﬁﬁ?ﬂﬁm 065,132 70 (=ZF —
: 453,080/ JT) 5,286,346
(ZZ—=% :2,619,849/5 1)
EREEGRARERZ [H1HHER

EREDRRBE QR 25 REE]

>

DNFEEFEAERGRR

BE_ZT——F+A=+—H1
FEZRARAEREB ARBLGEE &
A BERRQAMBRERAE
Z & F165,734,491%8 T (= T —
T ¢ [§51834,472,2027 o) (A7 #t
36(b)) °
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12. ASSETS CLASSIFIED AS HELD FOR 12. PEARABEGSLHENEE
SALE
Group
AEH
2011 2010
—E——F —E-TF
HK$ HK$
B BT
Interest in an associate (a) B &N A #Eas(a) 43,110,029 -
Available-for-sale investment (b) AIHEERNKED) 13,170,732 -
56,280,761 -
Notes: Hiat -
(a) Interest in an associate represent 47.91% equity (a) BERNRRRERNEHAMEMR

interests in Fidelity Finance Leasing Limited (“Fidelity
Finance”) and its subsidiary (collectively as “Fidelity
Group”) which are owned by Smartcon Investment
Limited (“Smartcon”), a wholly-owned subsidiary of
the Company. Fidelity Group is principally engaged in (i)
providing finance lease services, and consulting services
and guarantees thereto; (ii) acquiring assets worldwide
for finance leasing; and (iii) managing the residual value
of assets in a lease in the PRC.

EERAFM(EARED &
,Hffﬁ%/ Al BIE & &

"THARFEZEMB A A
Smartcon Investment Limited
(['Smartcon]) #A) 247.91%
RAERZ - FHEEEERF
HEG)RHEREHESIRF A KRIA
B R IR TS R AEAR ¢ (DER IR
EHWEBEEETRERE
RGi)VERHAEHNEE26RE -
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12. ASSETS CLASSIFIED AS HELD FOR 12. PEARESHENEE

SALE (continued) (&)
Notes: (continued) Kiat - (&)
(a) (continued) (a) (#)

118 AVIC International Holding (HK) Limited "EIfiZ TXEBRIEZER (F8) GRAF

On 2 November 2011, Smartcon and Sino Gas Finance
Limited (“Sino Gas Finance”), a wholly-owned subsidiary
of CEIH, an associate of the Group, entered into a
conditional sale and purchase agreement pursuant to
which (i) Smartcon has conditionally agreed to sell and
Sino Gas Finance has conditionally agreed to purchase
the 47.91% equity interest of Fidelity Group; and (ii)
Smartcon has conditionally agreed to sell and assign to
Sino Gas Finance and Sino Gas Finance has conditionally
agreed to purchase and accept the assignment of
the shareholder’s loan due and owing to Smartcon
by Fidelity Finance as at the date of the execution
of the agreement, at an aggregate consideration of
HK$51,775,872 which is to be satisfied by convertible
bonds issued by CEIH. Prior to the completion of this
disposal, Sino Gas Finance owns 35.4% of the equity
interest of Fidelity Group. Accordingly, the Group’s
interest in Fidelity Group was reclassified as asset held
for sale at its net carrying value at the date of the
agreement. The disposal was completed on 6 March
2012. A gain of approximately HK$8 million is expected
to be resulted from the disposal and will be recorded
in the consolidated financial statements for the year
ending 31 December 2012.

The available-for-sale investment represents a 3%
interest in Zhejiang Sealand. On 1 November 2011, the
Group entered into an agreement with an independent
third party to dispose of its 3% equity interest in Zhejiang
Sealand together with the loan to Zhejiang Sealand at an
aggregate consideration of RMB12,296,708 (equivalent
to approximately HK$14,995,985). As the disposal
has not been completed as at 31 December 2011, the
3% interest in Zhejiang Sealand was reclassified as
assets held for sale at its fair value at the date of the
agreement. This disposal was completed on 9 March
2012. No gain or loss is expected to generate for this
disposal as this 3% equity interest in Zhejiang Sealand
has been stated at fair value of HK$13,170,732 at the
end of the reporting period. Details of the disposal are
set out in note 38 to the financial statements.

R—_ZE——F+—RAR=H"
Smartcon 2 /i R &Y B 7% B IR
2w ([PmREMBE] HASE
EHBERARTRIRRZZ2EME
RAED AN EBRHEE R - &
It () SmartconBIEHRELE
AR REN BB IRTERERA
EREE 24791 % B AR 5 &
(i) Smartcon& (&R E H & L
EMPRREMEEIEERERE
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —E——F+—-_A=+—H

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share amounts is
based on the profit for the year attributable to ordinary
equity holders of the parent of HK$467,519,251 (2010:
HK$36,061,524) and the weighted average number of
ordinary shares of 4,723,995,831 (2010: 4,754,397,000)
in issue during the year.

The calculation of basic earning per share from
continuing operations is based on the profit for the
year from continuing operations attributable to ordinary
equity holders of the parent of HK$320,822,373 (2010:
HK$25,360,141) and the weighted average number of
ordinary shares of 4,723,995,831 (2010: 4,754,397,000)
in issue during the year.

The calculation of basic earnings per share from the
discontinued operation is based on the profit for the year
from the discontinued operation attributable to ordinary
equity holders of the parent of HK$146,696,878 (2010:
HK$10,701,383) and the weighted average number of
ordinary shares of 4,723,995,831 (2010: 4,754,397,000)
in issue during the year.

The Group had no potentially dilutive ordinary shares in
issue during those years.

13.

R EEERSE ARG
BRAER

BREABFDRBEQA AL AERS
B AEL A F G H467,519,251
B (ZE —ZF :36,061,524/8
70) REFERE BITE AR 2 NEFH
£4,723,995,831 (= F —ZT F :
4,754,397,0008%) 5+ & -

REFBERLEEB2ERELRR
MR EBEAFERAESFTAEAR
HREBELCEEBH 2 RNF&EF
320,822,373 L (Z T — T F -
25,360,148 L) RFEABEITE
AR 2 It 15 %04,723,995,831[%

— T T4 : 4,754,397,0000%) &t

H o
i

REERIECEEB 2 BRELRR
FMIOBBABEBERTAE ARG
RKEBERIEKEEEB 2 RNFEH
146,696,878 L (= T — T F :
10,701,383% 7T) RFRNE BHITE
BA% Z hntE 59 %04,723,995,83 1%
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31 December 2011 —ZE——F+_A=+—H

ol o
14. PROPERTY, PLANT AND 14. Y% BERR®B
EQUIPMENT
Group
KEH
Generation
plant and Furniture,
Construction Land and related Plant and fixtures and Motor
inprogress  buildings  structure  machinery  equipment vehicles Total
EHE B
EEIR 1#HRET REBRE HBERESE ZERZE RE &t
HKS HKS HKS HKS HKS HKS HK$
BT BT BT BT BT AT BT
31 December 2011 —E--#+-B=+-H
At 31 December 2010and  RZZE-ZF
at 1 January 2011: e HIR
—Z——%-A-H
Cost or valuation AR E 1,159,796 126,553,827 210,557,730 - 2,851,670 10,877,343 352,000,366
Accumulated depreciation  ZTEHTE - (39,297,153) - - (2,082,585) (6,934,664) (48,274,402)
Net carrying amount EHFE 1,159,796 87,256,674 210,557,730 - 809,085 3,942,679 303,725,964
At 1 January 2011, netof ~ RZZE——%—-HF—H -
accumulated depreciation  HR ZREME 1,159,796 87,256,674 210,557,730 - 809,085 3,942,679 303,725,964
Additions KE 3,643,744 244572 6204211 - 5214 5009426 15,317,167
Transfers E:b (4,845,972) 76,903 4,769,069 - - - -
Acquisition of a subsidiary ~ WERHTE A 7]
(note 37) (H17£37) - 3,964,147 - 10,876,425 102,232 4,388,329 19,331,133
Disposals HE - - - - - (170982  (170,982)
Disposal of subsidiaries HERBAR
(note 38) (H7£38) - (58,666,926) (211,574,035) - (3,968)  (3,486,687) (273,731,616)
Depreciation provided ERTERE
during the year - (4151,809) (17,343,054) - (295302) (2,347,409) (24,137,574)
Exchange realignment B 5 R 42,432 2,119,157 7,386,079 - 429 79107 9,627,204
At 31 December 2011, RIS e
net of accumulated eSS
depreciation N 2%TE - 30,842,718 - 10876425 827,690 7,414,463 49,961,296
At 31 December 2011: = ey e
+=H=+-8
Cost KA - 34,314,146 - 10,876,425  3,155766 9,002,899 57,349,236
Accumulated depreciation ~ ZTEHE - (3,471,428) - - (2,328,076) (1,588,436) (7,387,940)
Net carrying amount R E - 30,842,718 - 10876425 827690 7,414,463 49,961,296
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14. PROPERTY, PLANT AND
EQUIPMENT (continued)

Group (continued)

14. ¥% -~ BERRE (&)

REM (&)

Generation
plant and Furniture,
Construction Land and related fixtures and Motor
in progress buildings structure equipment vehicles Total
IHE R -
wRIE  THRET RAERE  EERRE nE At
HKS HK$ HKS$ HKS$ HKS$ HKS
BT BT BT BT BT BT
31 December 2010 “Z-TF+-fA=1+-H
At 1 January 2010: R=E-$5-A-R:
Cost or valuation KA E 51,692,792 116,750,959 142,510,181 2,849,157 9,592,413 323,395,502
Accumulated depreciation  2REIE - (34,266,589) - (1,760,008) (5,504,035  (41,530,632)
Net carrying amount EHFE 51,602,792 82,484,370 142,510,181 1,089,149 4,088,378 281,864,870
At 1 January 2010, net of R-E-ZF-f-H"
accumulated depreciation YRR ETEE 51,692,792 82484370 142,510,181 1,089,149 4,088,378 281,864,870
Additions nE 17,800,577 L 1,236,598 1,090 1,015,182 20,053,447
Transfers e (70,158,024) 6,753,422 63,404,602 . - -
Surplus on revaluation BfhR% - - 11,992,360 = - 11,992,360
Depreciation provided FRTERE
during the year - (3,818,205  (13,302,775) (281.881)  (1,242,627)  (18,645,489)
Exchange realignment AR 1,824,451 1,837,087 4,716,764 727 81,746 8,460,775
At 31 December 2010, RZE-EF
net of accumulated T=E=Er= s
depreciation MR 2ERE 1,159,796 87,256,674 210,557,730 809,085 3,942,679 303,725,964
At 31 December 2010; RZZ-%F
+-R=1+-8:
Cost or valuation KA E 1,159,796 126,553,827 210,557,730 2,851,670 10,877,343 352,000,366
Accumulated depreciation ZREHNE - (39,297,153) - (2,042,585) (6,934,664)  (48,274,402)
Net carrying amount EEFE 1,159,79% 87,256,674 210,557,730 809,085 3,942,679 303,725,964
Analysis of cost or valuation: KA IEEAT :
At cost BRA 1,159,796 126,553,827 - 2,851,670 10,877,343 141,442,636
At 31 December 2010 R-E-ZF
valuation =A==l
fhiE L - 210,557,730 = - 210,557,730
1,159,79 126,553,827 210,557,730 2,851,670 10,877,343 352,000,366
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14.

122 AVIC International Holding (HK) Limited "EIfiZ TEEBRIEZER (F8) GRAF

PROPERTY, PLANT AND
EQUIPMENT (continued)

14. Y% BERRE (&)

Company
VNN
Furniture,
Land and fixtures and Motor
building equipment vehicle Total
B
T REF £ERFE "E &5t
HK$ HKS HKS$ HKS$
BT BT BT BT
31 December 2011 —E—-F
+= A =5i5gH
At 31 December 2010 and R-E-Z&E+-B=1—H
1 January 2011: R=T—q3a H5 8"
Cost D% 30,350,000 2,809,911 331,547 33,491,458
Accumulated depreciation ZRINE (2,714,286) (2,019,898) (331,547) (5,065,731)
Net carrying amount BREFE 27,635,714 790,013 - 28,425,727
At 1 January 2011, net of REZ = — HEs Rl
accumulated depreciation Nk 2ENE 27,635,714 790,013 - 28,425,727
Additions NE - 27,384 - 27,384
Depreciation provided FRAMERRE
during the year (757,143) (280,581) - (1,037,724)
At 31 December 2011, REZT35E
net of accumulated fi—HE et
depreciation R 2BEME 26,878,571 536,816 - 27,415387
At 31 December 2011: e
U—AZ e
Cost %N 30,350,000 2,837,295 331,547 33,518,842
Accumulated depreciation ZRINE (3,471,429) (2,300,479) (331,547) (6,103,455)
Net carrying amount BREEE 26,878,571 536,816 - 27,415,387
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

PROPERTY, PLANT AND
EQUIPMENT (continued)

Company (continued)

KRNF (&)

14. 9% - BENRHE (&)

Furniture,
Land and fixtures and Motor
building equipment vehicle Total
B -
T REF RERZE B BEt
HK$ HK$ HK$ HK$
BT BT BT BT
31 December 2010 “E-FEFf+-A=+—H
At 1 January 2010: RZE—ZF5—-H—H
Cost XA 30,350,000 2,808,821 331,547 33,490,368
Accumulated depreciation ZRNE (1,957,143) (1,744,794) (331,547) (4,033,484)
Net carrying amount RREFE 28,392,857 1,064,027 - 29,456,884
At 1 January 2010, net of RZZE—Z4-A—-H"
accumulated depreciation Nk 2ETE 28,392,857 1,064,027 - 29,456,884
Additions NE - 1,090 - 1,090
Depreciation provided FRTERE
during the year (757,143) (275,104) - (1,032,247)
At 31 December 2010, RZE—ZF
net of accumulated +-R=+-8"
depreciation MR 2RENE 27,635,714 790,013 - 28,425,727
At 31 December 2010: RZE-E&
=A==l ¢
Cost AR 30,350,000 2,809,911 331,547 33,491,458
Accumulated depreciation 2ENE (2,714,286)  (2,019,898) (331,547)  (5,065,731)
Net carrying amount EEBFE 27,635,714 790,013 = 28,425,727
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14. PROPERTY, PLANT AND
EQUIPMENT (continued)

14. Y% - BENRHE (&)

An analysis of the lease terms of the Group's and the

AREBEARR Z L REFHEB

Company’s land and buildings is as follows: AITEAT -
Group Company
rEH b /N
2011 2010 2011 2010
“8--% C—T-TF =ZB--F _T-TF
HK$ HK$ HKS$ HK$
BT BT B BT
At cost, located in: 2D R VDA
Hong Kong, held under R RPHBROEE
a medium term lease 30,350,000 30,350,000 30,350,000 30,350,000
Mainland China, held R A D,
under a medium R EALEE
term lease - 96,203,827 - -
Mainland China, held =e) A
under a long term lease ERABELEE 3,964,146 = - =
34,314,146 126,553,827 30,350,000 30,350,000

124 AVIC International Holding (HK) Limited "EIfiZ TEEBIEZER (F8) §RAF

At 31 December 2010, the Group’s generation plant
and related structure was revalued at HK$210,557,730
by BMI Appraisals Limited on the open market value and
existing use basis, resulting in a revaluation surplus of
HK$11,992,360, of which a surplus of HK$13,518,404
was credited to other comprehensive income whereas the
remaining deficit of HK$1,526,044 was charged to the
consolidated income statement. The income tax effect
in respect of the revaluation surplus of HK$3,028,122
and deficit of HK$524,566 were charged to other
comprehensive income and credited to the consolidated
income statement, respectively.

RZE—ZTF+=HA=+—8"
AEBEEEHMERBEBAIELERN
BERFHARAFTNEAAME
RRERAGCERETENHER
210,557,730 7T © B L E £ B 1{h
B #% 511,992,360%8 Tt HAFP A
#213,518,404%8 JL 5T A H Ath 2 H UK
0 BN ZE5181,526,0447 TE B
mAERERNE - EHAHBKER
TSR 25 R 53,028,122 7T
K524,566% T ENRIBEMEERE
A $0BR R ET ARG MR o
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

PROPERTY, PLANT AND 14. Y% - BENRE (&)
EQUIPMENT (continued)
Had this generation plant and related structure been Mz EZERE KRB HEREAEL
carried at historical cost less accumulated depreciation AR 2EBETE RREEERA
and impairment losses, their aggregate carrying R AER-_ZE-—FTFE+_H=++
amount as at 31 December 2010 would have been — A REBEETERE /177,292,094
HK$177,292,094. BT °
As at 31 December 2011, the Group’s land and buildings RZE——F+ZA=+—H K
located in Mainland China with aggregate net book value M F BB 4)3,964,1468 0 (= F
of approximately HK$3,964,146 (2010: HK$27,115,872) —Z4F 27,115,872 L) 2 RNEH
were pledged to secure general banking facilities granted BTURPE AN 2 + i REFLE
to the Group (note 32(a)(i)). EHEF - EAREE -—RBTEE
ZYER (BYE32(a)() -
PREPAID LAND LEASE PAYMENTS 15. ANLTHBEERN
Group
XEE
2011 2010
—E—-F “E-%F
HKS$ HK$
B BT
Carrying amount at 1 January R—A—BZEAE 29,548,353 29,235,463
Acquisition of a subsidiary (note 37) WeEEM B AR (H237) 3,205,171 -
Disposal of subsidiaries (note 38) HEWRB AR (#:#38) (29,884,137) -
Exchange realignment i A% 1,103,577 1,049,795
Recognised during the year (note 6) ERRER (Wite) (767,793) (736,905)
Carrying amount at 31 December R+=—A=+—RZERE 3,205,171 29,548,353
Current portion included in prepayments,  REI%5(7 - BIEETEN A -
deposits and other receivables e REMEYERZA (78,219) (754,244)
Non-current portion FEREE M 3,126,952 28,794,109

The leasehold land is situated in Mainland China and
is held under a long term lease. In the prior year, the
leasehold lands were situated in Mainland China and
were held under medium term leases.

As at 31 December 2011, the Group’s leasehold land
located in Mainland China with net book value of
approximately HK$3,205,171 (2010: HK$28,147,050)
were pledged to secure general banking facilities granted
to the Group (note 32(a)(ii)).

A% HH B - T A5 R B 3 3 3%
BEOKE  BEFE HEL
TH R B R R A -

R—FE——F+=-_A=+—H" kK
EFE43,205171 8T (ZE—F
F 128,147,050 7)) 2 AEBEAMR
hEAMZEE KD ER . £
BAEE—MRITEEZER (K
32(a)(ii)) e
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16. GOODWILL 16. B&
Group
r5E
HK$
BT
Cost and net carrying amount at 1 January 2010, EA:;‘—gi—ﬂ—H —T-Z5+-R=1+—H
31 December 2010 and 1 January 2011 —E——F-A-HZEAREREFE 30,493,201
Acquisition of a subsidiary (note 37) HKE%WE 8 (H5#37) 4,193,707
Disposal of subsidiaries (note 38) HEWRBAT (4:£38) (30,493,201)
Cost and net carrying amount R=Z——F+=HA=+—H
at 31 December 2011 Z AR REFE 4,193,707
Impairment testing of goodwill BEZRAEIR

Goodwill arising from the acquisition of LIRS 4
B X AR AT (“Zhejiang Dongyang Jinniu”) has
been allocated to the knitting and textile business
cash-generating unit for impairment testing. In the
prior year, goodwill arising from the acquisition of
Zhejiang Sealand was allocated to the electric and steam
power supply cash-generating unit, one of the reporting
segments of the Group for impairment testing.

The recoverable amount of the knitting and textile
business cash-generating unit (2010: electric and steam
power supply cash-generating unit) has been determined
based on a value in use calculation using cash flow
projections based on financial budgets approved by
senior management covering a fifteen-year period. The
discount rate applied to cash flow projections is 12%
(2010: 8%) and cash flows beyond the first five-year
period are extrapolated using a zero growth rate.

Key assumptions used in its cash flow projections
to undertake impairment testing of goodwill are as
follows:

Budgeted gross margins — The basis used to determine
the value assigned to the budgeted gross margins is the
average gross margins achieved in the year immediately
before the budget year, increased for expected efficiency
improvements.

Discount rate — The discount rate used is before tax and
reflects specific risks relating to the relevant unit.

The values assigned to key assumptions are consistent
with external information sources.

F#) BRAF

WBMIRGSFHBERKXBRA
A (MIRGEY]) EEZEE
ENEEHBLHBRET 2 RE
ELXBTEREANA BEFER
B IEMMELECHECORR
BAREAMK %Ziﬁiﬁiﬁﬁ(ﬂ
AEBEEF—E2HNE) ERER

Al ©

HBRGBEEY (—F-FF ®
NRETHE) L REELETL
D ) L R
ZEABERRS KBRS
TS ATRREEEEEEE
R+ T A B E T {E o
B2 RERIN2% (ZFE—FF
8%) - BAEFMNALRBRE
SRR -

ETEREREAR RS RERA
FrEMz EERKWMT ¢

EHE* - BHEEH% 2 BET
RBBEEEN —FHEROFY
IR - I EEA R E
L

HFE — FRAZIFR KR TIRBLAT
I 2 BR B {E B! 87T 2 1 E AR o

PR R 2 BEREIBEE R —
ﬁ o
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

INTANGIBLE ASSET 17. BEEE
Group
AEE
Customer
relationship
EFB%
HK$
BT
Cost and net carrying amount at 1 January 2010, A=ZE—ZF—F—H  —T—TF+-HA=+—H
31 December 2010 and 1 January 2011 M_ZE——F—A-—HzRAREKEZE -
Acquisition of a subsidiary (note 37) WEEHB AR (Mit37) 1,140,980
Cost and net carrying amount R-B——F+=A=t-A
at 31 December 2011 ZHEAREEHFE 1,140,980
INTERESTS IN SUBSIDIARIES 18. MiB A EIHE=E
Company
¥ N
2011 2010
—E——F —E-TF
HKS HK$
BT BT
Unlisted shares, at cost IEETRRD - 'R 8,014 7,990
Due from subsidiaries JE W B /B8 X R KT8 444,359,945 645,083,635
444,367,959 645,091,625
Impairment of amounts due i NGBS K ]
from subsidiaries (45,171,415) (78,171,415)
399,196,544 566,920,210
An impairment loss was recognised for amounts due FIEW B A R FKIBE BRI EES
from subsidiaries because these subsidiaries had been B kT HRZERB ARG
loss-making for some time. B1E— R o
The balances with the subsidiaries are unsecured, BB AR 2 FRFRIATE A ER
interest-free and are not expected to be repaid within A 2EREAR—FRNEE - E
one year. In the opinion of the directors, the amounts ERE FRHNBRARZENRA
due from the subsidiaries are considered as quasi-equity MBARIREZ EERER -

loans to the subsidiaries.
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18. INTERESTS IN SUBSIDIARIES
(continued)

Particulars of the principal subsidiaries as at the end of
the reporting period are as follows:

Nominal value
of issued and fully
paid-up ordinary/

Place of
incorporation/
registration

18. B =&

Percentage
of equity

# (&)

FEMBRARAIRNBEHRZFEN
™ :

128 AVIC International Holding (HK) Limited "EIfiZ TEEBRIEZER (F8) §RAF

and place of registered attributable to
Name operations share capital the Company Principal activities
BRTRMRER
ML, R/ LN
£ RRYEE Sk BAZEHE EtRrEZEIL FEER
Direct Indirect
EE &
CATIC Helicopter Development ~ PRC/Mainland China HK$42,000,000 = 100 Investment holding
(Shenzhen) Limited RE R E R 42,000,00058 7T REZR
("CATIC Helicopter SZ")*#
A E TR
R GRYN) ARAF
([hMREETHERI]) **
Zhejiang Dongyang Jinniu**# PRC/Mainland China HK$6,400,000 - 51 Production and
HLRG @4+ e/ R E R 6,400,000/ 7T distribution of
knitting and textile
products, knitted
fabrics and clothing
SRR RS - HE
HR RREMNEE
R
Billirich Investment Ltd.* British Virgin Islands/ Us$1,000 100 - Investment holding
Hong Kong 1,000% 7T REZER
RERUHE /B
CATIC General Aviation British Virgin Islands/ Us$2 100 - Investment holding
Holdings Limited* Hong Kong 2ETT REER
RREAHE /BB
Wahman Investment British Virgin Islands/ US$1 100 - Investment holding
Limited* Hong Kong (E REZR
RRRLHE /B
* CATIC Helicopter SZ is registered as a wholly-foreign-owned @ AR AR B B RR I AR 3 A B A A
enterprise under PRC law. AMARRINERE -
ok Zhejiang Dongyang Jinniu is registered as a co-operative 2% WL R[5 & 4 1R 15 /b B % ) 7 i

joint venture under PRC law. During the year, the Group
acquired a 51% interest in Zhejiang Dongyang Jinniu.
Further details of this acquisition are included in note
37 to the financial statements.

BEEL¥E - TR AEEKE
AIRB S 4 51% s - 2K
B —THEBHNM BRI

F£37 °
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INTERESTS IN SUBSIDIARIES 18. B A TR (&)

(continued)

In addition, particulars of the principal subsidiaries,
disposed of by the Group during the year, are as

S5 - 4 PO SR B 168 2 B
BARZHENT -

follows:
Place of Nominal value
incorporation/ of issued and fully Percentage
registration paid-up ordinary/ of equity
and place of registered attributable to
Name operations share capital the Company Principal activities
ERTRAR
AT/ LERA,ER AR R
£ R SR BRAZEE RAERB D TEER
Direct  Indirect
=k &
Zhejiang Sealand* PRC/Mainland China RMB70,000,000 - 56 Generation and
LB EE HE/ RER 70,000,000 AR sale of electric
and steam power
EEREEENRER
Polyson Investment British Virgin Islands/ Us$1 100 - Investment holding
Limited ("Polyson”) Hong Kong 13570 REER
RRRAHE /BE

Further details of the above disposals are included in
note 38 to the financial statements.

The above tables list the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result
in particulars of excessive length.

u None of the statutory financial statements of these
subsidiaries was audited by Ernst & Young, Hong Kong
or another member firm of the Ernst & Young global
network.

M HEREZE - SHBHNG
TERRHITE3S ©

ERIHEZR/TIBEFELAFE
RESIBRASREEEFETIZH
MZARAIMERTE - EERSMH
ORI B AR ER BN TR

4 PTG Ut 55 Y B 1 B 0 E B S 3R
RIGIFMLKBERRLRKERZ
A—REEZ
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19.

130 AVIC International Holding (HK) Limited " EIfiZ TEREEZER (

INVESTMENT IN A JOINTLY-
CONTROLLED ENTITY

19.

HEZEQFZRE

Group
rEH
2011 2010
—E——F —E-FF
HK$ HK$
BT BT
Share of net assets DIHEEFE 502,416,449 1,000,741,857
Goodwill on acquisition WEEFRE & 72 2 7,744,607 7,744,607
510,161,056 1,008,486,464

Loans to a jointly-controlled

entity — current B3% — BNES

A AR A A SR Y

- 23,529,412

The investment in a jointly-controlled entity represents
the Group’s right to enjoy certain economic benefits
derived from 69.4% (2010: 64.1%) equity interest in
CATIC Siwei Co., Ltd. (“CATIC Siwei"”) held by third
parties. CATIC Siwei is registered as a co-operative
joint venture under the PRC law. The Group is not a
shareholder of CATIC Siwei.

In the opinion of the directors, notwithstanding that the
Group has the rights to enjoy certain economic benefits
from the 69.4% equity interest in CATIC Siwei, none of
the shareholders of CATIC Siwei has unilateral control
over the economic activity of CATIC Siwei pursuant to
the provisions in the articles and association of CATIC
Siwei. Since the Group does not have any power to
control the financial and operating activities of CATIC
Siwei, the directors consider it is appropriate to account
for these rights as investment in a jointly-controlled
entity using the equity method of accounting as at 31
December 2011 and 2010.

F#) BRAF

H R ﬁéﬁiz&éﬁaﬁﬁlﬁ%
ZEHBUE=-ERE ZNEME
ERBRAR ([MHigEERK]) 69.4%
(ZZT—TF :64.1%) BAHEZ
BT REER S o g &R
EHEMABEERLE - AEBEWIE
VY 4 & R IR R o

EEZRA BRAKERERANEE
75694 % I 78 4 11 M) R 2R AR B We 2
B ERBENGEERNABERR
TE - B M R R R R IO A E R
ZRBEESEAE I EZESE - A
75A$EI4H$E€T %UEZ’E &R

BEEE BEER aﬂ%&%
% SAE R EEER ﬁ R| i
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

INVESTMENT IN A JOINTLY-
CONTROLLED ENTITY (continued)

In the prior year, the Group disposed of its economic
right derived from a 5.3% equity interest in CATIC
Siwei to an independent third party (the “Purchaser”)
at a consideration of HK$58,510,000. A gain on partial
disposal of investment in a jointly-controlled entity of
HK$54,996,388 was recognised, being the excess of
the consideration of HK$58,510,000 over the carrying
amount of the 5.3% equity interest amounting to
HK$79,745,008 together with the transfer of the
related available-for-sale investment revaluation reserve
amounting to HK$76,231,396 from other comprehensive
income to the consolidated income statement.

During the year, the Group bought back the economic
right derived from the 5.3% equity interest in CATIC
Siwei from the Purchaser in exchange for an equivalent
value of assets held by the Group, and no gain or loss
was resulted.

In the prior year, the loans to a jointly-controlled entity
included in the Group’s current assets amounting to
HK$23,529,412 were unsecured, bore interest at 5.56%
per annum and were settled during the year.

The above entity was not audited by Ernst & Young,
Hong Kong or another member firm of Ernst & Young
global network.

19.

HEEZEARAZERE
(&

BEFE AEEBR—BILE=
H(ERF] BEERDEE KD
5.3%M AR 2 LEMESE - RE
#$58,510,000/ 7T » & H A
PR AR & 2 3 H54,996,3887%8
TR E#ER - It Ty (858,510,000
BB 3%R AR ZIREE
79,745,008 7T & A B fth &2 T U =
EREGRE KSR AR
EREEMFHET6,231,3968 T2
ol

FAR-AKEEETBEE NG ER
Z.5.3% P ANHE 55 P EE A 2 4B W ek
B RERRHAKEMBEZE
BEEE A BELEMEE -

BEFE BREEASERDEE
AzmAREEQRREHER
23,529,428 T A EIEAR - LEF
L5 56EFTERERFENEE -

NEEBHIFHLZ KB ERNLKE
RL B —REEZ °
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19. INVESTMENT IN A JOINTLY- 19.

CONTROLLED ENTITY (continued)

The following table illustrates the summarised financial

HEZRDAZRE

(&

TRIMASEE LR ZERERRZH

information of the Group's jointly-controlled entity: BERE
2011 2010
—E——F —E-EF
HK$’000 HK$°000
FET FET
Share of the jointly-controlled DLt EZELREE
entity’s assets and liabilities: KkafE
Current assets RENEE 121,509 19,126
Non-current assets EREEE 519,548 1,319,781
Current liabilities mEAE (25,586) (18,656)
Non-current liabilities ERHaE (113,055) (319,509)
Net assets BEZE 502,416 1,000,742
Share of the jointly-controlled DG FERIFERE A A
entity’s results: LEE
Revenue W25 1,442 12,998
Gross profit EF 79 2,477
Other income Efbig A 171,805 5,586
171,884 8,063
Total expenses AR (7,062) (4,115)
Tax FH18 (37,065) (453)
Profit after tax [ B 12 5% ) 127,757 3,495
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Notes to Financial Statements B #& 3 & i+

INTERESTS IN ASSOCIATES

20. BENTER

31 December 2011 —ZE——F+=-_A=+—H

Group Company
A%E AR
2011 2010 2011 2010
—E——F —E-%F —E——F —E-%F
HK$ HK$ HK$ HK$
BT JETT B BT
Share of net assets AMEEEFE 161,816,951 124,925,739 - -
Goodwill on acquisition WERMES 72 40,969,018 40,969,018 - -
202,785,969 165,894,757 - -
Loans to associates [AIEE & A Rl R A
- non-current ZEF - RS - 76,186,572 - 31,048,000
202,785,969 242,081,329 - 31,048,000
Loans to associates — current A4 A AR AL
ZER - E 53,243,122 5,882,353 41,048,000 =
Market value of listed shares _FrifR{» 2 if& 144,423,300 187,078,200

The loans to associates included in the Group’s and the
Company’s current assets amounting to HK$53,243,122
(2010: HK$5,882,353) and HK$41,048,000 (2010: Nil),
respectively, are unsecured, bear interest at 3.5% to
6% (2010: 6%) per annum and are repayable within
one year.

In the prior year, the loan to an associate included in
the Group’s non-current loans to associates amounting
to HK$45,138,572 was unsecured, interest-free and was
not repayable within one year. The remaining loans to
an associate included in the Group’s and the Company’s
non-current assets amounting to HK$31,048,000 were
unsecured, bore interest at 3.65% per annum and were
not repayable within one year.

BRAEASERARARESDEE
RzmBERNRREZERD
#53,243128 5 (Z T — T F -
5,882,353/ 7T) K&41,048,0007% 7T
T -TF|) DERR - RF
MEISEFCE (—T—TF :6E)
FTERAER—FREE-

BAFE DREEASEIERD
EXAZABERARBEZER
451385728 T REEA - 28K
BEARN—FAEE -BTEEEAR
SERARBERBEEANMRBE
N A 1R 2 B 531,048,000/ 7T A
EEA - RFFI K3 65EE B NE
AR—FRERE -
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20. INTERESTS IN ASSOCIATES

(continued)

Particulars of the principal associate are as follows:

20. BEATIREZRE (&)

TEBERT ZFBOT

Percentage
of ownership
Particulars Place of interest
of issued incorporation/ attributable
Name shares held registration to the Group Principal activities
FEBEENG
FEEE &7 MR BEERER
% R R o R 4t B Aok TEXK
CEIH Ordinary shares Hong Kong 28.23 Operation of petroleum,
PEIRE of HK$0.2 each BB (2010: 25.68) compressed natural gas
BiR0. 2Bz LB 28.23 and liquefied petroleum
(Z2-ZF: gas refuelling stations,
25.68) and trading of gas

related products
RERH  BRERAAR

KRB AR INE S -

VAR B B R RAR B E o

HREERRIBFEAFERE
A AEEEEFEEIZANL
AEBEBERT - EFZRBAMFT
HipBt & N R BRI B TTE -

This is the associate of the Group which, in the opinion
of the directors, principally affected the results for the
year or formed a substantial portion of the net assets
of the Group. To give details of other associates would,
in the opinion of the directors, result in particulars of
excessive length.

The following table illustrates the summarised financial TRINEAEFBE S AT ZHBEE
BMEE  DHEBREERECEREKA

information of the Group’s associates extracted from

their management accounts or financial statements: o B AR
2011 2010
—E-—F —E-TF
HK$'000 HK$'000
FET T
Assets BE 1,146,208 1,077,144
Liabilities afE (363,719) (326,841)
Revenues g 1,050,011 964,820
Profits/(losses) wH L (EE) 2,749 (30,648)
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F+=-_A=+—H

INTERESTS IN ASSOCIATES
(continued)

On 23 February 2012, the Group subscribed for new
shares issued by CEIH at par pursuant to an open
offer for a total consideration, before expense, of
HK$68,773,000. There is no change in the percentage of
shareholding in CEIH subsequent to the subscription.

FINANCIAL ASSET UNDER PROJECT
EC120

The balance represents the carrying value of the Group’s
interest in 80% of the interest of AVIC International
AVI@
substantial shareholder of the Company, in the net

Holding Corporation International”), a
income in relation to Project EC120 which was acquired
from AVIC International in 2002. Project EC120 is a
jointly-controlled operation established in October 1992
by AVIC International in co-operation with Eurocopter
S.A. and Singapore Aerospace Ltd., both independent
third parties, to develop, manufacture and globally
distribute the multi-purpose EC120 helicopters.

AVIC International’s net income derived from Project
EC120 is limited to AVIC International’s share of income,
net of all expenses, to be derived from its interest in
Project EC120 in relation to (i) the sale and production
of parts and spares of helicopters and profits accrued to
AVIC International from the sale of helicopters globally;
(ii) the recovery of non-recurring costs accrued to AVIC
International; (iii) commission income accrued to AVIC
International from the sale of helicopters by AVIC
International; and (iv) administrative income accrued
to AVIC International from the operations of Project
EGI205

20.

21.

BENTRERE (2)

RZE—Z—ZF-A=+=H &%
ERE-—EAFAEEEZNERE
68,773,000 7T (R ER) &=
HEEBERBHAPBEIRREIT 2R
m e REBEMEPEIRE ZFERA
DB EE o

EC120 BB v I EE

EREAESER-ZZT_FRAR
Al EEERA TP R ZE TR
BERAERAR ([HAEE]) FriE
ZEC12018 B Bt 2 F WA 280%
w2 EmREME--ECI20EE =
—EHR—AA=ZF+Aa+FMEA
B B3 37 85 = FEurocopter S. A%
Singapore Aerospace Ltd.f37 2
FEZEHIIER - ZEARBERILIER
BIER%E - BUER 2 IREIHECT1 208!
S Z RS EAH -

FRBER R BEC120IH B 2 /F WA -
BRI AT BIBREEC 12018 B S FTEE
EZEMUTIEE ZWA CRATE R
) (VHEREEEARTEMF -
RAMBIEEE2REEEA K E
aTom A 5 (U = AP A B B FE R 2 3E
ERA (it BRI E B A
W2 R B EET RS A ¢ R(iv)
RAEENECI20I8 B LB 2 fExTE
BULA o
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21.

136 AVIC International Holding (HK) Limited

FINANCIAL ASSET UNDER PROJECT
EC120 (continued)

As the investment represents a contractual right to
receive cash in the future from another enterprise,
the investment has been classified as a non-current
available-for-sale financial asset and stated at cost less
any impairment losses. This investment is stated at cost
less impairment because the range of reasonable fair
value estimates is so significant that the directors are
of the opinion that its fair value could not be measured
reliably.

As at 31 December 2011, having considered the future
cash flows and profit forecasts of Project EC120 which
were discounted at the current rate of 12% (2010: 8%),
the directors made a full provision for impairment of the
value of the financial asset.

The cost less accumulated impairment losses of the
financial asset is analysed as follows:

21.

EC120l BB v I B EE

——
(&

HRZEAREREARES —HKEE
WER G2 &R - L&A
ESBRRIFERBDAHLENTBE
- I B R AL AR E R B 5
AR o RIREURAR ERESE
T AR A E QP EMGF 28 E S
K BEZRREEAEFEER
21 ELE

R=F——F+=-A=+—8" &
Z®EC1201H B 2 RRIKM & i K F
TER (IR B A2 FE12% (=T —
TF :8%) ) EFEEHZEY
BEEZEBEELZERERE -

PBEEZHRARERRESEZ
DITWR -

Group
rEE
HK$
BT

Cost:
At 31 December 2010, 1 January 2011
and 31 December 2011

Accumulated impairment:
At 31 December 2010, 1 January 2011
and 31 December 2011

BN
IS 2
= =B =5 %
bl = U el
2ERE :
g 23—takess i S S (=
= sl SlE] v
E——f+t-HA=ft—8H

TE+-A=+-8"

39,759,462

(39,759,462)

Carrying amount:
At 31 December 2010
and 31 December 2011

BRTE :
R—E—ZF+_A=+—H
R EES e B A = S slE =

PEMZEIXERER (FE) ARAF



22.
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AVAILABLE-FOR-SALE 22. AIHEENKRE
INVESTMENTS
Group Company
r5E b NG|
2011 2010 2011 2010
—B—-—-F —ET-TF —E——F —ET-%F
HK$ HK$ HK$ HK$
BT BT BT BT
Non-current: e :
Listed investment R B A £
in Mainland China, R®E RAVE
at fair value (note (a)) (Hit(a)) 529,892,638 1,872,380,546 - -
Unlisted investments, FEMIRE -
at fair value: N =
Club debentures EfES 5,012,008 4,929,712 2,680,300 2,680,300
534,904,646 1,877,310,258 2,680,300 2,680,300
Current: e
Unlisted investments, FLHERE -
at fair value: BATHE:
CEIH Bond (note (b)) hERRES
(Wt b)) - 29,033,802 - -

Notes: Hiat -

(a) During the year, a fair value loss of HK$929,298,296 (a) FAHN - ZEREAZATEEIE
(2010: gain of HK$1,839,066,677) in respect of this 929,298,296 L (=T —FF ¢
investment was recognised in other comprehensive #;81,839,066,67778 L) Ty AR
income for the year. FREzHEMPEBERAOER
During the year, certain of this investment was disposed FA - BBEREARBOHEE - A
of and fair value gains of HK$331,046,551 (2010: Nil) F{EFE331,046,5518 T (=ZF
was reclassified from other comprehensive income —TF &) EREMmEERE
to the consolidated income statement and a gain on KEFOEZEHFERER - IR
disposal of HK$331,046,551 (2010: Nil) was recognised REF iAW ERERLEZ
in the consolidated income statement for the year. AE331,046,5518 L (ZE—F

Fm|) o
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22. AVAILABLE-FOR-SALE

INVESTMENTS (continued)

Notes: (continued)

(b) The convertible bonds (“Convertible Bond”) issued by
CEIH bore interest at 2% per annum, was converted
during the year into ordinary shares of CEIH at HK$0.2
per share and fair value gains of HK$13,961,927 (2010:
Nil) were reclassified from other comprehensive income
to the consolidated income statement.

The Convertible Bond was a hybrid instrument that
included a non-derivative host contract and an
embedded derivative. The non-derivative host contract,
representing the bond component (the “CEIH Bond”),
was designated as an available-for-sale investment.
The embedded derivative, being a derivative financial
instrument (the “Embedded Derivative Asset”),
represented the conversion option which allowed the
Group to convert the Convertible Bond into ordinary
shares of CEIH at an established conversion rate (i.e.,
HK$0.2 per share) before the maturity date of the
Convertible Bond.

In the prior year, a fair value gain of HK$3,833,139
in respect of the CEIH Bond was recognised as other
comprehensive income for that year.

During the year, the gross loss in respect of the Group’s
available-for-sale investments recognised in other
comprehensive income amounted to HK$929,298,296
(2010: gain of HK$1,842,899,816). The total income tax
credit amounting to HK$332,432,600 (2010: expenses of
HK$459,766,669) was credited to other comprehensive
income for the year.

The fair values of certain of the unlisted available-for-sale
investments have been estimated using valuation
techniques based on assumptions that are supported by
observable market price or rates. The valuation requires
the directors to make estimates about the expected
future cash flows including expected future dividends,
risk-free rate and the credit spread of the underlying
shares. The directors believe that the estimated fair
values resulting from the valuation technique, which
are recorded in the consolidated statement of financial
position, and the related changes in fair value, which are
recorded in other comprehensive income, are reasonable,
and that they were the most appropriate values at the
end of the reporting period.
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24.

Notes to Financial Statements B #& 3 & i+

31 December 2011 —E——F+—-_A=+—H

INVENTORIES 23. FE&
Group
AEH
2011 2010
—E——F —E-EF
HKS$ HKS$
BT BT
Raw materials =g 1,335,107 21,872,515
Finished goods BUR 3,205,346 -
4,540,453 21,872,515
TRADE AND BILLS RECEIVABLES 24. EREZGRIARERE
Group
AEH
2011 2010
—E——F —E-EF
HKS$ HK$
BT BT
Trade and bills receivables U E F R & E ik 10,965,384 41,943,340
Impairment IR - (1,574,985)
10,965,384 40,368,355

The Group'’s trading terms with its customers are mainly
on credit, except for new customers, where payment
in advance is normally required. The credit period is
generally one month, extending up to two months
for major customers. Each customer has a maximum
credit limit. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are
reviewed regularly by senior management. In view of
the aforementioned and the fact that the Group’s
trade receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are non-interest-bearing.

AEEBRERFPZEEGREIER
BRI EFEPRINGIERP — &
BERMNR -EEH KRR —
BA BREZEFPRZEHEM
@A - BUEFHRBEENEER
B NREBEBRERFEZ LK
REFBREE ETESETH®R
A B SRR o ERNIA LRI R RS
BzRWEZERKTIREANED K
ZEFNMEE AMYEBEXREE
ShER - NEEYENEERE
HRR L BHRFT TR mKE
MEERE - BIWE S RRIL EaT

B S
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24. TRADE AND BILLS RECEIVABLES 2. RWESRRAKREE
(continued) (&)
An aged analysis of the trade and bills receivables as at RBEHRR BRESERRZRE
the end of the reporting period, based on the invoice REZAHRNBREE KRR DT
date and net of provisions, is as follows: R
Group
AEH
2011 2010
—E2——F —ET-ZF
HK$ HK$
BT BT
Current BEA 4,886,884 31,694,650
31 to 60 days 31260H 1,461,435 5,486,744
61 to 90 days 61%290H 1,157,676 1,048,436
Over 90 days 90E A E 3,459,389 2,138,525
10,965,384 40,368,355

The movements in the provision for impairment of the

RRESERIRRER 2 BEREE

trade and bills receivables are as follows: EOENE
Group
rEH
2011 2010
= —FFF
HK$ HK$
BT BT
At 1 January N—HA—H 1,574,985 1,402,660
Disposal of subsidiaries & BB A R (1,671,021) =
Impairment losses recognised BERAEEE
(note 6) (B15t6) - 156,202
Exchange realignment B i, A 96,036 16,123
At 31 December e B =TS - 1,574,985
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TRADE AND BILLS RECEIVABLES
(continued)

In the prior year, included in the above provision for
impairment of trade and bills receivables was a provision
for individually impaired trade and bills receivables of
HK$1,574,985 with the same carrying amount before
provision. The individually impaired trade and bills
receivables relate to customers that were in financial
difficulties or were in default in principal payment and
only a portion of the receivables was expected to be
recovered.

The aged analysis of the trade and bills receivables that
are not individually nor collectively considered to be
impaired is as follows:

24,

EREZRARARKRE

=
(&

BEFEFALMERE ZER
RER 2R E B & 2 1S st @ 5
BZERKESERRERZBE
1,574,985 70 » BiERI 2 BREI(A
HE - ERDRE 2 EWE SRR KR
SERERRTERESHER A
R2EFAEH BEBESRMDLE
WBR KA T U E o

AR A M B 2 KRR E 2 B E
SRR RRBZ R OIAT

Group

rEH
2011 2010
—E——F —E-FF
HK$ HK$
BT BT
Neither past due nor impaired A E N KR E 6,348,319 37,181,394
Less than 1 month past due AE DR —E A 1,157,676 1,048,436
1 to 3 months past due BH—=={EAH 3,459,389 2,138,525
10,965,384 40,368,355

Receivables that are neither past due nor impaired relate
to a large number of diversified customers for which
there is no recent history of default.

Receivables that are past due but not impaired relate to
a number of independent customers that have a good
track record with the Group. Based on past experience,
the directors of the Company are of the opinion that no
provision for impairment is necessary in respect of these
balances as there has not been a significant change in
credit quality and the balances are still considered fully
recoverable.

RBHTTARBEZ BB RRER S
ZRLEPAR  ZBEEPEREI
BHESL -

B 780 3 i 1) AR ORK B2 8 U R R B AR
ZHRAKERBRIIFBEREZE
YEFPEM - REBEILR AR
AEERAR
HEFRRERSE FEELZEHE
EXRBYPREHRADER S EE
Yem o
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25.

LOAN TO A RELATED COMPANY

The loan to a related company represents a loan to
Peace Map Co., Ltd., (“Peace Map”) an associate of a
jointly-controlled entity of the Group, which is unsecured,
bears interest at 6.31% (2010: 5.31%) per annum and
is repayable within one year.

25.

MEE X ARMENER

MEAEQRRENERERAER
HEZEEARZHE AR RAT
BHERMAERAT ([XTE]) =2
HZ2ER ZERAEER  &BF
MEEIME (ZZE—ZFF :5318)

AERAR-FAEE -

REBEFBERAIGGIFE161BIEEKRE
FEWRRE N RIFRF BN T

Particulars of the amount due from a related company
disclosed pursuant to Section 161B of the Hong Kong
Companies Ordinance are as follows:

Maximum
amount
outstanding
31 December during 1 January
2011 the year 2011
-2——F FR&E® —T——F
HE =5 A AERESH . E
HK$ HK$ HK$
Er BT BT
Peace Map A NE 18,292,683 18,292,683 17,647,059

26. PREPAYMENTS, DEPOSITS AND 26. EIFIE - e R HME

OTHER RECEIVABLES W BR X
Group Company
PN ART
2011 2010 2011 2010
—E——F —ZT-ZF —E——F —E-TF
HKS$ HK$ HKS$ HK$
BT BT BT BT
Prepayments B RIE 2,326,457 13,404,151 1,257,766 847,035
Deposits and other Re REM KRR
receivables 303,617,849 36,613,013 215,875,504 1,185,529
305,944,306 50,017,164 217,133,270 2,032,564

None of the above assets is either past due or impaired. FiEEREE @RS RE - &
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The financial assets included in the above balances
related to receivables for which there is no recent history
of default.

Included in deposits and other receivables at the end of
the reporting period was a receivable of HK$184,000,000
arising from the Group's disposal of certain subsidiaries
which was secured. Details of the terms of the other
receivable and the pledge are disclosed in note 38 to
the financial statements.

AL B EERESIIRE
WE AR ERE -

RIREHR - Re REMERER
FREASEHESTHBERARE
A4 7 B IR FE UK BR F0184,000,0007
Lo BEZEMERERRERZ
B BRI RRMTI IS HE -
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TTEEmT A

INSTRUMENT
Group
rEH
2011 2010
—E2——F —T-FF
HK$ HK$
BT T
Asset: BE -
Embedded Derivative Asset MARPTEEE - 17,875,291

The Group's derivative financial instrument was managed
and its performance was evaluated on a fair value
basis. Any fair value gain or loss was recognised in the
consolidated income statement.

The Embedded Derivative Asset represented the derivative
embedded in the Convertible Bond as detailed in note
22(b) to the financial statements. In the prior year, a fair
value loss of HK$5,918,887 in respect of the Embedded
Derivative Asset was recognised in the consolidated
income statement.

The fair value of the derivative financial instrument
was estimated using valuation techniques based on
assumptions that were supported by observable market
prices or rates. The valuation required the directors to
make estimates, including expected cash flows and
volatility of the underlying securities. The directors
believed that the estimated fair value resulting from
the valuation technique, which was recorded in the
consolidated statement of financial position, and the
related change in fair value, which was recorded in the
consolidated income statement, were reasonable, and
that they were the most appropriate values at the end
of the reporting period.

During the year, the Convertible Bond had been
converted into 137,500,000 ordinary shares of CEIH
at the maturity date of the Convertible Bond and
the Embedded Derivative Asset was recognised in the
consolidated income statement accordingly.

AEEZTESRITADNEAFE
HEERE HXATRAFEEE
AHE - EAAFEMNEREBEOR
FEWERATER -

RARITEEERRARITRRE
FIZETHR  F#RBBRVBREK
MizE22(b) - BAEFE AR ARNLITE
BEZAFEEES5918,8878 LE
R E U R AERR o

TEEBMTAZAFEILFAGE
RIMRBERRGEEHEK > M&EER
REABABEMZERKE RIEX
o MEAERFLME  BER
HAESRENBREESZKE &
EREEAKRERTSLEMESRA
MBI R AR 2 At 2FE - R
REGFBRER AR ZBERFE
EHEBAIE  YABRESHRIK
BiEEE -

FA- ZAIBRRESFERAIBRRKE
5| BB H #13%5137,500,0000% B
BRRoERR MBAXITEEE
THERGRE Was R AR o
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28. CASH AND CASH EQUIVALENTS,

PLEDGED TIME DEPOSITS AND A

TIME DEPOSIT

28. e RkBELEE E2HER

EREFRRERF

Group Company
r5E LN
2011 2010 2011 2010
—E2—-F “E-TF —B--F —E-TF
HK$ HK$ HKS$ HK$
BT BT BT BT
Time deposits EHES 538,566,347 230,355,381 10,000,000 37,018,638
Less: Pledged short term W B ERAT
time deposits for short EEM T LA
term banking facilities ZEHEEER
(note 32(a)(iii) (B15#32(3) i) (365,854) (34,444,706) - -
A time deposit with BEEREHA
original maturity of more HBA=EAZ
than three months when EHER
acquired (164,634,146) T - a
373,566,347 195,910,675 10,000,000 37,018,638
Cash and bank balances B RBTER 257,741,671 144,092,260 169,692,013 38,939,851
Cash and cash equivalents HeELHeEE 631,308,018 340,002,935 179,692,013 75,958,489
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28.

29.

Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F%+=-_A=+—H

CASH AND CASH EQUIVALENTS,
PLEDGED TIME DEPOSITS AND A
TIME DEPOSIT (continued)

At the end of the reporting period, the cash and
bank balances and the time deposits of the Group
denominated in Renminbi (“RMB”) amounted to
HK$509,180,466 (2010: HK$108,775,860). The RMB
is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange
business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and one
year depending on the immediate cash requirements of
the Group, and earn interest at the respective short term
time deposit rates. The bank balances and time deposits
are deposited with creditworthy banks with no recent
history of default.

DUE TO NON-CONTROLLING
SHAREHOLDER OF A SUBSIDIARY

The balance is unsecured, non-interest-bearing and has
no fixed term of repayment.

28.

29.

RBekBReFE 2K
HAEMERREHNEFR
(/"/éxg

RIBEAR - AEBEAARE (TA
RE]) fHEZRS RIBITETFRE
B 17 7% /509,180,466 T (= &
— =4 : 108,775,860 7T) - AR
BEAAERERSEMER - AW
B35 B A b 2 SN B 32 R B IR A4S
fE - SERNEEERE  A&E
AERERERERINELBEL 2
RITHARBHBLAEMER -

RITFERREERTERNERGFE
BFEFERGE - BT AEE A
RASFL FENF—BE—F
ERFRMEMEREHRFR - ALK
ERREMTERERMEGS - R1T
117 MOE HIF 39 17 IR R A H 4
RESE BEBREZIRTT -

PR — KB B 2 I %
e

ZBESEER  REREETE
KEH -
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30. TRADE AND BILLS PAYABLES 30. ENESRIARERE

RBEHR BHNEZEIRER
RESZBHZBRESITNT -

An aged analysis of the trade and bills payables as at
the end of the reporting period, based on the invoice
date, is as follows:

Group

rEH
2011 2010
—EB——F —E-TF
HKS$ HK$
BT BT
Current B ER 7,279,367 75,145,832
31 to 60 days 31E60H 5,778,673 219,359
61 to 90 days 61%F90H 4,906,328 -
Over 90 days 90H A E 6,635,899 10,828
24,600,267 75,376,019

ZERNEZERTITAB R —R
HIOORHARRBIE °

HibENFBERESTEH

The trade payables are non-interest-bearing and are
normally settled on 90-day terms.

31. OTHER PAYABLES AND ACCRUALS 31.

Group Company
i | ¥ YN
2011 2010 2011 2010
¥ F T FF =% -& _¥%F
HK$ HKS$ HK$ HK$
BT BT BT BT
Deferred income BTN - 17,258,039 - =
Financial guarantee BBERES
provision - 541,177 - -
Other payables H b et I8 152,721,599 5,143,732 - -
Accruals EstEH 14,957,323 2,249,574 14,957,330 2,249,575
167,678,922 25192522 14,957,330 2,249,575

Hib BN KA A B R FEHR
A=A -

Other payables are non-interest-bearing and have an
average term of three months.
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INTEREST-BEARING BANK 32. TESBITER
BORROWINGS
Group REHE
2011 2010
= e
Effective Effective
interest interest
rate (%) Maturity HKS$ rate (%) Maturity HK$
ERFIE(%) ZHA BT EBFE%) il ] =) BT
Bank loans - secured  $R{TEH — HHEH 5.9-7.87 2012 37,073,171 531-584 2011 55,882,353
Notes: st -

(@) As at 31 December 2011, the Group’s banking facilities
were secured by:

(i) pledges of certain of the Group’s land and
buildings with an aggregate net book value
of approximately HK$3,964,146 (2010:
HK$27,115,872) (note 14);

(ii) pledges of certain of the Group’s leasehold
land with an aggregate net book value
of approximately HK$3,205,171 (2010:
HK$28,147,050) (note 15);

(iii) pledges of certain of the Group’s short term
deposits amounting to HK$365,854 (2010:
HK$34,444,706) (note 28); and

(iv) pledges of certain properties owned by a
director of a subsidiary, his spouse, his spouse’s
family member and his acquaintance.

As at 31 December 2011, a director of a subsidiary,
spouse of the director, the spouse’s acquaintances
and the companies controlled by the acquaintances
have guaranteed repayment of certain of the Group’s
bank borrowings amounting to HK$30,487,805. In
the prior year, the Group’s short term bank loans of
HK$23,529,412 were guaranteed by an independent
third party.

(b) All bank borrowings are denominated in RMB.

(a)

R-—T——%+=-A=+—8"
AEEZRITEEA T SEE
RYER

(i) R R 5 [ B R (E AR
B #93,964,1467% 7T (=
T — T4 :27,115,872
B ZETLHRET
(Brat14)

iy HERAKEEEDFER
# #93,205,1717% L (=
T — T 4 128,147,050
L) cHET (i
15)

(iii) AR A5 B 5 20365,854
BT — T F:
34,444,706 1) 2 &
T 52 B 5 BB TF R (A i
28) + &

vy HR-—HHBLRZE
=OHREMG - HEBZK
ERB RAANRER 25
THE -

e Sl s F SetaEl
— M BARIZEERZESZ
BB ZEBZAARBZS
NG /NGl N I F
30,487,805 w2/ TIRITER
ZEERHER - BEFE K
EE 2B ERITE 23,529,412
BRI B =B EER -

PRARITRESUAAREEE -
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33.

DEFERRED TAX

The movements in the Group’s deferred tax liabilities
during the year are as follows:

Deferred tax liabilities

33.

I E B 1H

AEBEEREAERERNZ S

0

BELEBEBEEE
Group
AEE
Revaluation
of property,
plant and
equipment Revaluation of
and prepaid  an available-
land lease for-sale Withholding
payment investment taxes Total
EffNE  RE
ARBERAR Bt
THEEN HERE BB &t
HK$ HK$ HK$ HK$
BT BT BT BT
At 1 January 2010 RZZ-ZT4—-H—H 6,653,991 - - 6,653,991
Deferred tax charged/ ERMAa/(GtA)
(credited) to the income Wk EEFR
statement during the year (Hizz10)
(note 10) (524,566) = 2,700,000 2,175,434
Deferred tax charged to FRMNEEMEERE
other comprehensive ZIERTIE
income during the year 3,028,122 459,766,669 - 462,794,791
Gross deferred tax liabilities ~RZZE—Z4F
at 31 December 2010 and  +ZA=+—-HK
1 January 2011 —2—%—-H-H
ZIELREA GRS 9,157,547 459,766,669 2,700,000 471,624,216
Deferred tax charged to the  FRHNE W R
income statement during ZIERETIE
the year (note 10) (f1:#10) 739,003 - 46,747 785,750
Deferred tax credited to FRFTAEM 2 E N
other comprehensive ZEERIA
income during the year - (332,432,600) - (332,432,600)
Acquisition of a subsidiary W B A A
(note 37) (Hi237) 1,226,591 - - 1,226,591
Disposal of subsidiaries HERBENA
(note 38) (Hi238) (9,896,550) - (2,764,706) (12,661,256)
Exchange realignment [ 5 A - - 17,959 17,959
Gross deferred tax liabilities A=Z——%f
at 31 December 2011 +=BR=+-H
ZEEREEEAE 1,226,591 127,334,069 - 128,560,660
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DEFERRED TAX (continued)

At 31 December 2011, the Group had aggregate tax losses
arising in Hong Kong of approximately HK$15,456,000
(2010: HK$15,456,000) that are available indefinitely for
offsetting against future taxable profits of the companies
in which the losses arose. Deferred tax assets have not
been recognised in respect of these losses as they have
arisen in the companies that has been loss-making for
some time and it is not considered probable that taxable
profits will be available against which the tax losses can
be utilised.

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises
established in Mainland China. The requirement has
become effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between
Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate was 10%.
The Group was therefore liable for withholding taxes on
dividends distributed by those subsidiaries established in
Mainland China in respect of earnings generated from
1 January 2008.

At 31 December 2011, no deferred tax has been
recognised for withholding taxes that would be payable
on the unremitted earnings subject to withholding taxes
of the Group’s jointly-controlled entity and associates
established in Mainland China. In the opinion of the
directors, it is not probable that the jointly-controlled
entity and associates will distribute such earnings
in the foreseeable future. The aggregate amount of
temporary differences associated with investments in
a jointly-controlled entity and associates in Mainland
China for which deferred tax liabilities have not been
recognised totalled approximately HK$136,892,000 at
31 December 2011 (2010: HK$5,540,000).

There are no income tax consequences attaching
to the payment of dividends by the Company to its
shareholders.

33.

EREBIE (&)
R=EZ2—&+=-A=+—H &
ERTEEAELECBAMEBSEY
/15,456,000 T (Z T — T & :
15,456,000 JT) + A £& R BR A3 1E
EHLIRBE AR Z R RERT A
e ARZEBEKBRFHALR
Bz R MBI TRE] B
JERBLRE R AE B A IBEE - i)
I AR E R IR B BE o

REBEFEECEMETE EPEK
YZHEEERMIBEREEEIRZ
REBABIKI0%IEIN » ZHRER
—EENF-A—HER ERAR
“ETAE+ A=+ —REZK
@ WP B RIINEIREE 2 AUARE
BATABRWIHE KA RAREZ
BHRE - HAKEME - EAK
K/10% - AEBERMA/ESH
KRB RARRE —TENF—
A—BEEEZREMADIKZRE
APETEIOR

R=F—F+=—A=+—H ¥
EOAEBEEFBEAMAK L2 ER
ZRAR KB A QR 2 AREL KRS
BYRZzBNRERECHE - &
ERE REHRAEEAR RS
ARATEEARKE RS RZFK
Bl - S T A=18
B WARKFBEAM 2 LR EE
ARRARBERRZREBRZIE
EHEEE EREEARNA
136,892,000 7T (= & — & F :
5,540,000/ 7T) °

AR A () AR BRI 8% Ak B3 R B A AE
AP SHER -

149 ANNUAL REPORT 2011 —Z——FFf



Notes to Financial Statements B} 7% & 3% K{ 5+

31 December 2011 —ZE——F+_A=+—H

34. SHARE CAPITAL 34, A
Shares
B 12
2011 2010
—B——fF  -Z2F
HKS$ HK$
BT BT
Authorised: ETE
10,000,000,000 ordinary shares 10,000,000,000/%
of HK$0.10 each FAXEEO. 1058 T 2 LAk 1,000,000,000 1,000,000,000

Issued and fully paid: BETRAR
4,680,851,000 4,680,851,000/%
(2010: 4,754,397,000) ordinary (ZE—=FF:

shares of HK$0.10 each 4,754,397,0000%)

FREE.108 Ty L@k 468,085,100

475,439,700

During the year, the Company repurchased a total
of 73,546,000 shares of the Company on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
at prices ranged from HK$0.25 to HK$0.345 per share for
an aggregate consideration of HK$25,086,550. All the
relevant share certificates in respect of the repurchased
shares have been duly cancelled. Accordingly, the issued
share capital of the Company was reduced by the
nominal value of these shares of HK$7,354,600 and the
premium paid of HK$17,731,950 on the repurchase was
charged against the share premium account.

35. SHARE OPTION SCHEME

At the annual general meeting held on 13 May 2003, the
Company adopted a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the
Group’s operations. Since the adoption of the Scheme,
no options have been granted thereunder.

Major terms of the Scheme include:

il The purpose of the Scheme is to provide incentives
to the participants.
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35.

FAN ARAEREGRO2E T E
0345B L BEREBEBMERD
FTBERAR ([BMXA)) BEA &
73,546,000 AR &k fn - BARA(E
725,086,550/ 7T ° FT A B B % 15
ZHABEREEEAFHE - Bt &K
RElZBEITRABRZERD
H{87,354,600/8 JT &8 &k » i i =
Fr st 2 % 817,731,950 7T E B
A& 17 i B AR R 0Bk o

BB RS B
E-EE=FRAT=ABGTZR
RBEFRE L XAREREMKT —H
REETE ([Zr8l))  EEEER
ERANEEER 2K ELER
ZEBIRSEE - BERMZETEIN
R I AR IR L AT BB A AT R AR
R o
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Notes to Financial Statements B #& 3 & i+

31 December 2011 —ZE——F%+=-_A=+—H

35. SHARE OPTION SCHEME (continued)

2.

The participants of the Scheme are individuals
being employees, officers or consultants of the
Company or any of its subsidiaries including any
executive or non-executive directors thereof.

The total number of shares which may be issued
upon exercise of all options to be granted under
the Scheme must not exceed 10% of the share
capital of the Company in issue as at the date
of approval of the Scheme. The Company may
refresh this 10% limit at any time subject to
prior approval by its shareholders in a general
meeting. The overall limit on the total number
of shares which may be issued upon exercise of
all outstanding options and yet to be exercised
under the Scheme must not exceed 30% of the
issued share capital of the Company at any time.
No options may be granted if this will result in
such limit being exceeded.

The total number of shares issued and to be issued
upon exercise of all options (whether exercised,
cancelled or outstanding) granted under the
Scheme in any 12-month period immediately
preceding any proposed date of grant of option
to each participant must not exceed 1% of the
share capital of the Company in issue as at the
proposed grant date.

Options may be exercised at any time during
a period of 10 years commencing on the date
falling three to six months after the date of
grant.

A grant of an option must be accepted within
28 days from the date of grant together with a
non-refundable payment of HK$1.00.

35. BIRRESTE (&)

2,

151

ZatBlZ 2 BE/ARRAE L
HEMMBARZEE - &
A BB ZEA - EP
BREANITIGFATES -

RITERBZAEAEEE
BRI BT RO B
THEERZTEBBAER
ARBEHEITRAZI0% °
RN E A BER B %10% £
B HEAERRNBERAE
EEEHAE - HITEREZ
BE R ES- I ENERES
mBT RO AHERL
R THEEEAKHEAR
A EBITRANZ30% ° X
LR ESEHERERH L
R BTSRRI IE AR -

TE{E a2 % HH BB Ak i B R
BT+ = {8 A B B 7 AR 4%
FrEIFTIR 2 EERE (TRE
11 - BasHskmRITER) M
ME2EEETREETZ
RinBg - TEEBBART
REZRLBEBZEEITR
1% o

BREINROBEHR=Z
NME AR+ FARER TR -

B EAN KL A H%28A
NN WAL RE
FXIE1.00/8 7T °
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Notes to Financial Statements &1 7 3 3% {5+

31 December 2011 —ZE——F+_A=+—H

35. SHARE OPTION SCHEME (continued) 35.

7. The exercise price of an option to subscribe for
shares granted pursuant to the Scheme shall be
the highest of:

(a) the closing price of the shares as stated
in the Stock Exchange's daily quotation
sheet on the date of grant, which must be
a business day;

(b) the average of the closing prices of the
shares as stated in the Stock Exchange’s
daily quotation sheets for the five business
days immediately preceding the date of
grant; and

(o) the nominal value of the shares of the
Company.

8. The Scheme shall be valid and effective for a
period of 10 years commencing on 13 May 2003
and thereafter for as long as there are outstanding
options granted and accepted pursuant thereto
prior to the expiration of the said 10-year period
and in order to give effect to the exercise of any
such options.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

At the end of the reporting period and at the date of

approval of these financial statements, there were no
share options outstanding.
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BRETE (F)

7. REZEAEAELAIHAR
B BIREZITEERR
TIZ&S

() BHEXRLAH (AR
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Notes to Financial Statements B #& 3 & i+
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36. RESERVES

(a)

Group

The amounts of the Group’s reserves and the
movements therein for the current and prior
years are presented in the consolidated statement
of changes in equity on pages 44 to 47 of this
annual report.

In the prior year, pursuant to the articles of
association of a subsidiary operating as a
co-operative joint venture in Mainland China and
the relevant PRC Company Law, the subsidiary
made an allocation from its profit after tax at
the rate of 10% to the statutory surplus reserve
fund, until such reserve reaches 50% of the
registered capital of the subsidiary. Part of the
statutory surplus reserve may be capitalised as
the subsidiary’s registered capital, provided that
the remaining balance after the capitalisation is
not less than 25% of the registered capital of the
subsidiary. The statutory reserve was reclassified
to the retained profits upon the disposal of the
subsidiary during the year.

36. f#AfE

(a)

A%E
AEEAFEERIBEEE T
HEBREEEDRRAS
BEUMBBETAL RO
RBBER -

BEFE  RE-—FXRTH
RENGEGETALEZ
MBARZARIERNAH
RERBDED - B R A
RERBRENZ10%EE
AEREE  BEEBBFHE
EEZMBAREMELRZ
50% ° F 10 ATE N & Al B
REARWEB AR - H
REBALRZBTHERAD
PREZMBRAREMEARZ
25% ° F A - SRTERER %
MEBARKLEREHR N

ZRBEFRA -
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36. RESERVES (continued)

36. f#fE (&)

(b) Company (b) ZAAF
Share
premium Contributed Retained
account surplus profits Total
R R ER PN S BRET &5t
HK$ HK$ HK$ HK$
BT BT BT BT
At 1 January 2010 RZE-—ZF
—H—H 193,970,166 5,243,300 64,634,751 263,848,217
Total comprehensive FREHEN AR
income for the year - (34,472,202) (34,472,202)
At 31 December 2010 RZZE—ZF
and 1 January 2011 +— ey H
k=Z——%
—HalE 193,970,166 5,243,300 30,162,549 229,376,015
Total comprehensive FREANELHE
income for the year - 165,734,491 165,734,491
Repurchase of shares BERM
(note 34) (Hiit34) (17,731,950) - - (17,731,950)
At 31 December 2011 R=ZZ——f
N 2= el 176,238,216 5,243,300 195,897,040 377,378,556
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The contributed surplus of the Company
represents the excess of the consolidated net
asset value of Far East Aluminium (B.V.l.) Limited
on 20 November 1991, when its entire issued
share capital was acquired by the Company
pursuant to a group reorganisation, over the
nominal amount of the Company’s shares issued
in consideration for such acquisition, net of
accumulated losses of the Company set off in
the prior years. Under the Companies Act of
1981 of Bermuda, the contributed surplus of the
Company is distributable to shareholders under
certain circumstances.

The Company’s share premium account of
HK$176,238,216 (2010: HK$193,970,166) as
at 31 December 2011 may be distributed in the
form of fully paid bonus shares.

KRR ZHBARBAERNRRES
BEsdHTHER—Nh—F+—A=
+ B & AFar East Aluminium (B.V.I.)
Limited 2 #BE B 1TAR AN - Far East
Aluminium (B.V.L.) LimitedZ %% &
BEFEBAANRAGEABBNRE
METZROEBE2ETE - W
BRRBEFEREZARTREE
B REBREEQRZE-NANA—
RABZHABKREE TFTIERTH
DR T &R o

AN A T — SRS = —
Bz &1 4% & #BR176,238,216/8 7T
(== — T £ :193,970,166/8 JT)
AILABRAR AR DK o
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37. BUSINESS COMBINATION

On 28 December 2011, the Group acquired a 51%
interest in Zhejiang Dongyang Jinniu from Mr. Wu
Xiaogang (“Mr. Wu"), a third party independent of
the Company. Zhejiang Dongyang Jinniu is engaged in
the production and distribution of knitting and textile
products, knitted fabrics and clothing in Zhejiang
Province, the PRC. The acquisition was considered as
a good opportunity for the Group to invest in other
business with an aim to diversify the Group’s source of
revenue and to increase shareholders’ value. The purchase
consideration for the acquisition of RMB7,000,000
(equivalent to approximately HK$8,536,585) was paid
in cash on 28 December 2011.

The Group has elected to measure the non-controlling

interest in  Zhejiang Dongyang Jinniu at the
non-controlling interests’ proportionate share of Zhejiang

Dongyang Jinniu’s identifiable net assets.

37.

XBa6t
R—ZEE——&F+-_A=-+NB" 'K
SEEARRIZEYE =& RELH
EE(REE]D WBFRIRGS
H251% % o MIRGBEFRT
BT A S B RGHD - ST
AR ERENEERDH - ZWHE
EHEFEREAEBIREH b EKIA
Z b A S B U 2 SRR R IR IR R
BEZR# ZWBBEEEWER
&7,000,0007C A B ® (8 & R 4
8,536,585 L) EMN T ——F+
—AZt+NBUREXf -

AEEDEBEIFIERER RGN
TR EF A #AFEEZ L HIE
BNIRG &4 2 FER R -
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37.

BUSINESS COMBINATION

(continued)

3

N

The fair values of the identifiable assets and liabilities of

EBREot (&

RUEE B H - I RG 47 #5

Zhejiang Dongyang Jinniu as at the date of acquisition BERABZATEAT
are as follows:
Fair value
recognised
Notes on acquisition
W B B FE R
g3 ZATE
HK$
BT
Property, plant and equipment ME - BENEE 14 19,331,133
Prepaid land lease payments Faft LA E 15 3,205,171
Intangible asset B EE 17 1,140,980
Inventories TE 4,540,453
Trade and bills receivables JEUNE SR N EE 10,965,384
Prepayments, deposits and other BRFIE - Ee2k
receivables H Ath FE Y BR 5K 42,678,391
Pledged time deposits AT REHR 365,854
Cash and cash equivalents RERREFE 3,598,718
Due to non-controlling shareholder R —KH B A A
of a subsidiary Z IEERRAR R (94,895)
Trade and bills payables BB SRR N EE (23,371,666)
Tax payable FE R I8 (400,082)
Other payables and accruals H i < 58 R FEEH B A (15,144,232)
Interest-bearing bank borrowings FHEIRITER (37,073,171)
Deferred tax liabilities FEIERTEEE 33 (1,226,591)
Total identifiable net assets BATFENNRZ
at fair value BRI FEERTE 8,515,447
Non-controlling interests IR (4,172,569)
Goodwill on acquisition WHEESA 2 HE 16 4,193,707
Satisfied by cash AR & X+t 8,536,585
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31 December 2011 —ZE——F+=-_A=+—H

BUSINESS COMBINATION
(continued)

The fair values of the trade and bills receivables and
other receivables as at the date of acquisition amounted
to HK$10,965,384 and HK$41,801,610, respectively.
The gross contractual amounts of the trade and bills
receivables and other receivables were HK$15,179,545
and HK$43,716,244, respectively, of which trade and
bills receivables of HK$4,214,161 and other receivables
of HK$1,914,634 are expected to be uncollectible.

Mr. Wu and his spouse, Ms. Du Jianping (“Ms. Du"),
have provided (i) a pledge of 49% equity interest in
Zhejiang Dongyang Jinniu held by Mr. Wu; (ii) a pledge
of 30% equity interest in & AREKXABR AR held
by Ms. Du; and (iii) a mortgage undertaking in respect
of three properties situated at Dongyang City, Zhejiang
Province jointly or separately owned by Mr. Wu and/
or Ms. Du, as securities to the Group in respect of the
other receivables held by Zhejiang Dongyang Jinniu at
the end of the reporting period. In addition, Mr. Wu
also provided guarantee to the Group that Mr. Wu will
bear the loss, if any, arising from financial guarantees
provided by the Group to certain companies controlled
by acquaintances of Mr. Wu.

The Group incurred transaction costs of HK$1,486,964
for this acquisition. These transaction costs have been
expensed and are included in administrative expenses in
the consolidated income statement.

37.

EBREot (&)

REEBE ERESEREERE
BREMEWRERZAFESD
/#10,965,384% T 41,801,610
BT - BRBEZERREBRRHE
MERERZBEHNSEI A
15,179,545 T 43,716,244
T HH42141618 T2 REKE S
R R EE 1,914,634 T2 Hith
FE UK BR FRTE HR R MR ] o

SREENERBHEYZE (T
T BRI RESFRFERK
FTis E U BR SR M A S B ()VEH R
EERMBNIRE S 249% A
B (VERR LB REaBER
BIXERAFZ30%MAER &
(iVEFREER /it KR
BERBEB MR IEREm 2=
BWE - N REETAREE
RE RELEBAEREEARRL
EZANRTESIZ2E T ARREZ
MISERMELEZEBX (58) °

AEERLERBELETRHKAR
1,486,964 70 c ZERX HKUAE T
ZHWETAZREREZRZITHER
BRANA -
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37.

38.

158 AVIC International Holding (HK) Limited " EIfiZ% TEREEEZER (

BUSINESS COMBINATION
(continued)

An analysis of the cash flows in respect of the acquisition
of a subsidiary is as follows:

. XBa6t (&)

WIEMBARZRSREDNAT :

HKS$

ET

Cash consideration HEeRE (8,536,585)

Cash and cash equivalents acquired BB HeRREEE 3,598,718

Net outflow of cash and cash equivalents FIARBEECEERE

included in cash flows from investing activities ZBeRRESEER T FEE (4,937,867)
Transaction costs of the acquisition included AL EH CREMELZ

in cash flows from operating activities WihE 2 R G KA (1,486,964)

(6,424,831)

Since the acquisition, no contribution from Zhejiang IEWE 2% HIRGSFEHAR

Dongyang Jinniu to the Group’s revenue and to the
consolidated profit for the year ended 31 December
2011 was noted.

Had the combination taken place at the beginning of
the year, the revenue from continuing operations of the
Group and the profit of the Group for the year would
have been HK$110,895,968 and HK$477,384,565,
respectively.

DISPOSAL OF SUBSIDIARIES

Prior to the disposals of the Group's interest in Zhejiang
Sealand, the Group held a 56% equity interest therein,
49% of which through its direct wholly-owned subsidiary,
Polyson, and 7% through CATIC Helicopter SZ, an
indirect wholly-owned subsidiary of the Company.

During the year, the Group disposed in aggregate 53%
of its equity interest in Zhejiang Sealand together with
the Group’s loans to Polyson and Zhejiang Sealand at
an aggregate consideration of HK$19,994,648 and
HK$338,993,455, respectively.

38.

F#) BRAF

EEHEE_T——F+_A=+—
BIEFEZWRZRGE®MNTET
EEY

WEAEHRFVELREE  AIRE
ERELEEBRFRERAEER
ZARF A ED R A110,895,968%
T} A477,384,5658 7T °

& B A Al
RASEEHELRNIEH 2R
LA REEFEHES6%RE - H
FA% BB ARRIZEEZ AN
B AFRPolysontFhE » 7T%AIFBER
AlzEE2EMNBRRIRMEEH
HORINFEE -

FA - AEEBHEH &ﬁ/I/i

G H53%0% # & [/ 4 & B 7 #
Polysonk M T B Bt 2 B 5 £
K E 5 Bl £19,994,6487% T &
338,993,455 7T °
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38. DISPOSAL OF SUBSIDIARIES 38. HEMEAR (&)
(continued)
Details of the disposal are as follows: HEZFBENT :
2011
—B——F
Notes HK$
e BT
Net assets disposed of: EHEZEERE
Goodwill 5k 16 30,493,201
Property, plant and equipment ME - B M RE 14 273,731,616
Prepaid land lease payments A+ AR E R 15 29,884,137
Inventories FE 10,716,822
Trade and bills receivables EWE ZRRAREE 46,863,260
Tax recoverable AR B A IR 3,532,666
Prepayments, deposits and BNMIE - BE Rk
other receivables H th & Y 5RIE 34,111,527
Advances to disposed subsidiaries HTELEMRBARZBRK 169,217,461
Cash and bank balances e MIRTER 28,850,116
Trade and bills payables ENESERARER (7,994,309)
Other payables and accruals Hith B FIE R FEETE (199,495,477)
Interest-bearing bank borrowings SHESRITER (87,660,732)
Deferred tax liabilities BEHIBRE B (12,661,256)
Non-controlling interests JEVE R R (71,818,526)
247,770,506
Consideration KRE 372,184,088
Gain on net assets disposed HEF & & 2 FE 124,413,582
Release of exchange o B B 5L 08 B
fluctuation reserve 24,075,453
Gain on disposal of subsidiaries HE B QR FE 148,489,035
The consideration is satisfied by: N PASARVE Y
Cash RE 189,984,088
A deferred consideration (note 26)* BIERE (Hfat26) * 184,000,000
Less: transaction costs W RBEA (1,800,000)
372,184,088
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38. DISPOSAL OF SUBSIDIARIES 38. HEMEBAR ()
(continued)
& HK$184,000,000 of the aggregate consideration for @ HENT/BH53% s 2 BRE

the disposal of the 53% interest in Zhejiang Sealand
is to be settled not later than the earlier of (i) the first
anniversary of the completion date; or (ii) 31 December
2012 ("Deferred Consideration”). All the issued and
paid up share capital of Polyson and Asia Capital
Financial Group Limited, a wholly-owned subsidiary of
Hong Kong Yuanhe International Trade Group Limited,
one of the purchasers, who owns 21% of the total
equity interest in Zhejiang Sealand, is pledged as security
to the Company for the Deferred Consideration. Upon
receipt of this Deferred Consideration, the Company
shall release the share charge. Such outstanding
consideration has been included in other receivable at
the end of the reporting period (note 26).

# 2184,000,00058 7T ([{E I
Bl) BRUATERE BERIER :
()Epk Bz 5 @BE B : k(i)
—E-—_Ff+ZA=+—H-
Polysonk e & BL B 5 &= B B
RAR (BBRINBEERESSEE
BERAR (BEHz— BAMI
B HRAERZ21%) 25
BEWBAR) 22BPEBEITRE
RRAWE IR FARAGMERELE
REZER - R ZELERE
& RABSEBRRMDER - Z
AEEBREERBEHRTAH
b FEUBR TR (A77226) °

An analysis of the net inflow of cash and cash equivalents HEMBRARICHEERREZFER
in respect of the disposal of subsidiaries is as follows: NEEDTAT
2011
—EB——F
HK$
ET
Cash consideration (net of transaction costs) BE&RE (R FHKA) 188,184,088
Cash and bank balances disposed of BHE 2B e RIRITEST (28,850,116)
Net inflow of cash and cash equivalents HEMBARIZRE &
in respect of the disposal of subsidiaries ReEFERAFRE 159,333,972
The net cash flows incurred by the subsidiaries disposed EHEMBRARAEEAZHEREF
are as follows: BT
2011 2010
—E——F —T-ZF
HK$ HK$
BT BT
Operating activities KR E) (55,864,240)  (16,959,984)
Investing activities K& RS 24,133,655 (7,097,287)
Financing activities B & SEE 29,733,902 26,470,588
Net cash inflow/(outflow) BemA/Ort) F8 (1,996,683) 24031317
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Notes to Financial Statements B #& 3 & i+
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NOTE TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

Certain of the Group’s time deposits are pledged to
banks to secure banking facilities granted to the Group,
as further explained in notes 28 and 32(a)(iii) to the
financial statements.

Certain of the Group’s cash and cash equivalent balances
are not freely convertible into Hong Kong dollars
(note 28).

OPERATING LEASE ARRANGEMENTS

As lessee

The Group and the Company leases its office premises
under non-cancellable operating lease arrangements
with terms of one year.

At 31 December 2011, the Group and the Company
had total future minimum lease payments under
non-cancellable operating leases falling due as follows:

39.

40.

MERERERME

AEEBzAETEHRFREER TR
T UERAEBER ZRITE
E - E—SHEBESRVBREME
28 & I EE32(a)(iii) °

AEEZETRERASFELER
A8 R pOB T (f7228) -

REHEORH
EREBA

AREBEARREEETTZ AR
HEEMOLY  HHAH—F -

R-_ZT——F+-_A=+—H" &
BN T AT FE R E 2 o] B 48
EHN AEBRAQBFEBE
HOKEENASBERINNOT -

Group and Company

REBERELQT
2011 2010
—E2——F —ET-ZF
HK$ HK$
Er BT
Within one year —F R 516,000 488,400
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41.

162 AVIC International Holding (HK) Limited "EIfiZ TEEBIER (F8) §RAF

COMMITMENTS

In addition to the operating lease commitments in note
40 above, the Group had the following commitments at
the end of the reporting period:

1. &iE

B b XP RE40 2 S & T A A FESD -
REBRIREMRE AT AL

Group
rEH
2011 2010
—E——F —E-FF
HK$ HK$
BT BT
Contracted, but not provided for: B ET#4){A R E 4 -
Acquisition of plant and W R R i 25
machinery - 2,976,207
Establishment of a joint LG & AT (Ha)
venture (note) 48,780,488 47,058,824
48,780,488 50,035,031

Note:

On 4 January 2006, Sino-Aviation Investments Limited
("Sino-Aviation Investments”), a wholly-owned subsidiary
of the Company, entered into a joint venture agreement
(the "JV Agreement”) with AVIC International, a substantial
shareholder of the Company, and Chengdu Aircraft Industry
(Group) Corporation Ltd. (“Chengdu Aircraft”), for the
establishment of a joint venture to engage in the research and
development, design and manufacture of parts and components
for commercial aircraft, and provision of related technical
services. According to the JV Agreement, the total registered
capital of the joint venture will be RMB100 million (equivalent to
approximately HK$122 million), of which 40%, 15% and 45%
respectively, will be contributed by Sino-Aviation Investments,
AVIC International and Chengdu Aircraft. The JV Agreement is
conditional upon (i) the internal approval obtained by each of
the three parties; and (ii) the approval from the relevant PRC
authorities. As at 31 December 2011, the JV Agreement has
not become effective as the conditions stated above have not
been fulfilled.

RZZEZERNF-—ANHE AXRAElZE
& Mt B A "lSino-Aviation Investments
Limited ([ Sino-Aviation Investments])
RN 8] 2 E AR R M BB K K AR AR
BIX(SE) EREEAA (KR
B I EEmE ((EEmE] - UK
V—REERE REMARBEIMH
2R BETREE  URREEEER
TR - RESEHE 88 ARZE
1t & AN #8 £100,000,0007T A R ¥ (48
£ 7 #9122,000,0005% JT) © H A Sino-
Aviation Investments A fiii B B Kz A% #B
AL NG D BIEEL0%  15% 45% ° &
EMBEATUATREERETSER
BREGO=ZF & BRBISNERUE - R(i)ES
EETEREZIE - BE_S——F
+ZA=+—8 " AR bt ERE
B - BEULZE E R AR ER o
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FINANCIAL GUARANTEES 42. BBHER
At the end of the reporting period, contingent liabilities REEEBR - WRRMBHREED
not provided for in the financial statements were as BEZIABREOT
follows:
Group
rEE
2011 2010
—2-—F —E-TF
HK$ HK$
Er BT
Guarantees given to banks in RTINS HERZEE
connection with facilities MERITIREER
granted to:
Major suppliers FEHIER - 54,117,647
Companies controlled by H—XRMEBARZ
acquaintances of a director BEE 2 AN
of a subsidiary 2P E] 28,170,732 -

28,170,732 54,117,647

As at 31 December 2011, the banking facilities granted
to the companies controlled by acquaintances of a
director of a subsidiary subject to guarantees given
to banks by the Group were utilised to the extent
of HK$28,170,732 (2010: Nil). In the prior year, the
banking facilities granted to major suppliers subject to
guarantees given to banks by the Group were utilised to
the extent of HK$54,117,647.

WEE SR - = B = Soenlis i
H—HRBARI2EE AR
ZHl s AEERAKEEMmRITIE
LRERMESZRITEECEHA
28,170,732 L (Z & — T F -
o) c BAEFE  TEHERERAN
SERMITIELERMES ZRIT
=ECEA54,117,64787T °
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43. RELATED PARTY TRANSACTIONS 43. BEEATRS
(a) In addition to the transactions described elsewhere (a) MR BHERZSBMILZR S
in the financial statements, the Group had the N REBRERN G HE 1T
following material transactions with related TERBEATRS

parties during the year:

2011 2010
—E——F —T-TF
Notes HK$ HK$
HiF BT BT
Minimum lease payments BB L REF
under an operating lease AL R E
on land and building paid Iz &EREE
to a shareholder (i) 12,000 144,000
Net income/(loss) from FHEC1201BR 2
Project EC120 B /(E1E) (i) (1,206,530) 654,454
Interest income on a loan FIRAE N AR it
to a related company MY B2 M BHA (iii) 1,368,110 .
Interest income on loans BEG 2L NS
to a jointly-controlled entity B E R EHA (iv) 1,763,162 =
Associates: /NG|
Interest income on MBS NREITL
convertible bonds issued R ES 2
by an associate FMERA v) 155,833 550,000
Interest income on loans A B & N Al e it
to associates BEFZFERA (Vi) 1,626,198 1,133,252
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43. RELATED PARTY TRANSACTIONS

(continued)
(a) (continued)
Notes:

(i)

(i)

(iii)

(iv)

(vi)

The Company leased from AVIC International
(HK) Group Limited its property at a monthly
rental of HK$12,000 (inclusive of rates and
management fees) until 31 January 2011. The
rental was determined with reference to open
market rentals.

The balance represented the Group'’s share of
80% of net income/(loss) of AVIC International
from the operations of Project EC120. Further
details are set out in note 21 to the financial
statements.

Details of a loan to a related company are set
out in note 25 to the financial statements.

Details of loans to a jointly-controlled entity are
set out in note 19 to the financial statements.

The interest income represented interest income
on convertible bonds issued by CEIH. Details of
the convertible bonds are set out in note 22(b)
to the financial statements.

Details of loans to associates are set out in note
20 to the financial statements.

Other transactions with related parties:

(i)

During the year, the Group converted
the Convertible Bond into 137,500,000
ordinary shares of CEIH at the conversion
price of HK$0.2 per share at the maturity
date of the Convertible Bond.

31 December 2011 —ZE——F+=-_A=+—H
43. BEALRZ (&

(@ (&)
Kiat -

0] BE-T——F—A=+
—ARLL - KRR EPMH
B (BEE) SEERA
AHEEEYE  SAESE
/312,000 T (B ZEH
REBE) HEH2E
NETIHEHEEE °

(ii) ZEBRTIAREER P M
S AEC120 B 2 &
BAREAXZFRA (B
18) FTn1h280% ° #—
FSHIBEHR IS RER M
210

(i)  MEEARRMNERZ
BN T
25 °

vy RAHRZELFRENE
Mz FEER M B RE M
GACK

(v) Z A BWATIHE R B ERER
P81 2 AR UE 25 2 F
BN T@EESZ
BN R T ik
22(b) °

(vi) ABELRRENERZ
RN RERM T
20)

(b) EEAIEALETIHMRS :

(i) RER KEEKT
BRESFEHANE
f80.27%8 T 2 E % (E
B MR ESERA
137,500,000/% & B 3&
"2 EBR -
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43. RELATED PARTY TRANSACTIONS
(continued)

(b)

(0

(continued)

(i)

(iii)

During the year, the Group entered into the
conditional sale and purchase agreement
with Sino Gas Finance, a wholly-owned
subsidiary of CEIH, an associate of the
Group, to dispose 47.91% interest of
Fidelity Group and the shareholder’s loan
due and owing to the Group by Fidelity
Finance to Sin Gas Finance. Further details
are disclosed in note 12(a) to the financial
statements.

In the prior year, pursuant to a share placing
and top-up subscription arrangement, the
Group sold 215,000,000 ordinary shares of
CEIH to certain independent third parties
at HK$0.377 per share, and subscribed for
215,000,000 new ordinary shares issued
by CEIH at the same price. Besides, the
Group also subscribed for an additional
80,000,000 new ordinary shares issued
by CEIH at HK$0.377 per share at a cash
consideration of HK$30,160,000.

Outstanding balances with related parties:

(i)

Details of the Group’s loans to associates
as at the end of the reporting period
are disclosed in note 20 to the financial
statements.

43. BEATRR (&

(©)

166 AVIC International Holding (HK) Limited "EIfiZ TEEBRIEZER (F8) §RAF

(iii)

S

)

RER - NEBEK
EEBE QAR TRHIER
‘22 EWBAFR
MR ET L — 10
ERHEEHZ M
PHREMBLE R
B B 24791 %4
mREHREEMNR
REARNEBZRREE
o E—HFHBERN
B g MiEE12(a) ©

BEFE REX
ERIIBRMNDES
ZH - AK B R
03778 7t ® #H
FBEBLUFEF=&HLE
215,000,0004% 7 B 3%
WEBR - WIRER
EEREHTBEIRE
Z% 77 2215,000,000
B E @A o b A -
RNEENRNR S RE
30,160,000 7T R
BHAPRREERER
0.3778 LT 28I
80,000,000/% %7 & i@

B o

AT ZRBERR

M EARIIRENE
RZHEBRBBHRE
BIsE200 5 -
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43. RELATED PARTY TRANSACTIONS
(continued)

(c)

(continued)

(i)

(iii)

(iv)

Details of terms of the convertible bonds
issued by an associate are disclosed in
note 22(b) to the financial statements.

Details of the Group’s loans to a
jointly-controlled entity as at the end of
the reporting period are disclosed in note
19 to the financial statements.

Details of the Group’s loan to a related
company as at the end of the reporting
period are disclosed in note 25 to the
financial statements.

Details of the amount due to non-controlling
shareholders of a subsidiary are disclosed
in note 29 to the financial statements.

Compensation of key management personnel of

31 December 2011 —ZE——F+=-_A=+—H

43. BAEANLR S (&

(0 (&

(i) WERRBITZAHR
BEZH 2 GRFBER
B 75 ¥R K MY 5E22(b) 3

==
B

(i) AEBERFEHKRA
HREEERAIREN
ERZF BRI %R
KHTFE199%5E o

(iv) AEERRESHKRRA
BB A RREHENER
2 RE B TR B 55 o % MY
25K E -

v) EBN-—ZXWBRAZ

JEIERARE 2 FBER
B TR M FE201% 55 -

(d) ZAEEBEREEABZHM

the Group:

2011 2010
Eam — — —T-ZF
HK$ HK$
BT BT
Short term employee benefits RHEERET 15,558,736 6,957,180
Post-employment benefits BIBEER 383,959 360,102

Total compensation paid to key YNEEEEAEZ
management personnel RN 4258 15,942,695 7,317,282

Further details of directors’ emoluments are

included in note 8 to the financial statements.

The related party transaction in respect of item (a)(i) also
constitutes a connected transaction which is exempted

from

reporting,

announcement and independent

shareholders’ approval requirements as defined in
Chapter 14A of the Listing Rules.

BHREFME CE—FFRB
NI SRR ES

BR)()BEZEEA LR S IMEKE
RHESTRE - NE MBS REIE
HE(EER EMRAE14AE) 2
HER S °
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44.

FINANCIAL INSTRUMENTS BY

44. €RITESE

CATEGORY
The carrying amounts of each of the categories of RmERR SEeRITAEKREE
financial instruments as at the end of the reporting U
period are as follows:
2011
—F——F
Group
AEH
Financial assets
B EE
Available-
for-sale
Loans and financial
receivables assets Total
AHHEN
EXMREBUER BHBEE &t
HKS$ HK$ HKS
BT BT BT
Available-for-sale investments A EMNRE - 534,904,646 534,904,646
Trade and bills receivables BN E FERREE 10,965,384 - 10,965,384
Loans to associates A AR R E K 53,243,122 - 53,243,122
Loan to a related company MEAEN FRENER 18,292,683 - 18,292,683
Financial assets included in STARMFIE
prepayments, deposits and Re REMEKRR
other receivables Mg EE 303,617,849 - 303,617,849
Time deposit EHER 164,634,146 - 164,634,146
Pledged time deposits BEATESRES 365,854 - 365,854
Cash and cash equivalents RekBReFEE 631,308,018 - 631,308,018
1,182,427,056 534,904,646  1,717,331,702
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FINANCIAL INSTRUMENTS BY 44. TWMIAEDE (£Z)
CATEGORY (continued)

The carrying amounts of each of the categories of RER SESBMTAKEEAE
financial instruments as at the end of the reporting R : (4E)

period are as follows: (continued)

2011

—g——%

Group

EE

Financial liabilities

MBEE

Financial
liabilities at

amortised cost

RE ARSI ER

M B AR

HK$

B

Due to non-controlling shareholder of a subsidiary FER—RM B A A2 FEFEIRAR R 94,895

Trade and bills payables BN E SRR RER 24,600,267
Financial liabilities included in other payables FTAEMERRIE R EGTE A

and accruals MBS EE 167,678,922

Interest-bearing bank borrowings FTERITER 37,073,171

229,447,255
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44. FINANCIAL INSTRUMENTS BY 44,

CATEGORY (continued)

The carrying amounts of each of the categories of
financial instruments as at the end of the reporting
period are as follows: (continued)

£ T A

8| (&)

RBEHR SEERTAREE

(&)

2010
—E-TF
Group
REE
Financial assets
BSAE
Financial
assets at
fair value
through Available-
profit or for-sale
|oss - held Loans and financial
for trading receivables assets Total
BRERR
ATEFER)
HBEE - Bk A ER)
BEEE FElE R HBEE At
HK$ HK$ HKS HK$
AT AT BT AT
Available-for-sale investments AL ERRE - - 1,906,344,060  1,906,344,060
Trade and bills receivables EH&Z‘”%EEQ&%?E = 40,368,355 = 40,368,355
Loan to a jointly-controlled entity BE:SEh YNl
HER - 23,529,412 - 23,529,412
Loans to associates MBEARIRENER = 82,068,925 = 82,068,925
Loan to a related company FEEDARENED = 17,647,059 = 17,647,059
Financial assets included in prepayments, & ATBFFUE
deposits and other receivables e R YR
N BEE - 36,613,013 - 36,613,013
Derivative financial instrument fTHEERTA 17,875,291 = = 17,875,291
Pledged time deposits BEATHES = 34,444,706 = 34,444,706
Cash and cash equivalents ReLHEESE = 340,002,935 = 340,002,935
17,875,291 574,674,405 1,906,344,060  2,498,893,756
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FINANCIAL INSTRUMENTS BY
CATEGORY (continued)

The carrying amounts of each of the categories of
financial instruments as at the end of the reporting
period are as follows: (continued)

2010

—E-TF
Group

rEH

Financial liabilities
MBaE

44,

ESRMIBESME (&)

RBSHR SEERTAREE
()

Financial
liabilities at
amortised cost

R R AT B

e BE

HK$

BT

Trade and bills payables JERE SRR N ERE 75,376,019
Financial liabilities included in other SFAHEMEN BN EEBR

payables and accruals WIS A E 7,393,306

Interest-bearing bank borrowings FERITER 55,882,353

138,651,678
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44. FINANCIAL INSTRUMENTS BY 44. SRATEDE (&)
CATEGORY (continued)
The carrying amounts of each of the categories of RmERR SEeRITAEKREE
financial instruments as at the end of the reporting R (4E)

period are as follows: (continued)

Company
AATHE
Financial assets
MBEE
2011 2010
= “T-%
Available- Available-
for-sale for-sale
Loans and financial Loans and financial
receivables assets Total  receivables assets Total
ERR  AHLEN ERk  AfLES
JEWsE BHEE CH JeMisIE ke CH
HKS HKS HKS HK$ HK$ HK$
V-7 V-7 V-7 V-8 V-8 AT
Available-for-sale investments — E/ K EH LA - 2,680,300 2,680,300 - 2680300 2,680,300
Loans to an associate AELARRENET 41,048,000 - 41,048,000 31,048,000 - 31,048,000
Financial assets included in STABRIFE -
prepayments, deposits and e REMER
other receivables BB AE 215,875,504 - 215875504 1,185,529 - 1,185,529
Cash and cash equivalents BeRkBLER 179,692,013 - 179,692,013 75,958,489 - 75,958,489

436,615,517 2,680,300 439,295,817 108,192,018 2,680,300 110,872,318

Financial liability

=R
Financial liabilities
at amortised cost
REBERARTIRNTERAE
2011 2010
—E——5F —E-FF
HKS HK$
B BT
Financial liabilities included in accruals FAESERNTKAGE 14,957,330 2,249,575
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FAIR VALUE AND FAIR VALUE

45. R ERATFEERTE

HIERARCHY
The carrying amounts and fair values of the Group'’s and AEBRAAG @ T A ZREE
the Company’s financial instruments are as follows: RAFE&RHIAT
Group
AEH
Carrying amounts Fair values
REE ATE
2011 2010 2011 2010
“E—-F T-TF It —T-%F
HK$ HKS HK$ HK$
B AT A BT
Financial assets HBEE
Available-for-sale investments I ERTRE 534,904,646  1,906,344,060 534,904,646  1,906,344,060
Trade and bills receivables EUESRETRER 10,965,384 40,368,355 10,965,384 40,368,355
Loan to a jointly-controlled entity FER A ARENER - 23,529,412 - 23,529,412
Loans to associates (AN 53,243,122 82,068,925 53,243,122 82,068,925
Loan to a related company MEERARENER 18,292,683 17,647,059 18,292,683 17,647,059
Financial assets included in prepayments, st ATERFUE - K4 &
deposits and other receivables HitEWERNTEEE 303,617,849 36,613,013 303,617,849 36,613,013
Derivative financial instrument fTESRmIE - 17,875,291 - 17,875,291
Time deposit EHER 164,634,146 = 164,634,146 -
Pledged time deposits BERTHER 365,854 34,444,706 365,854 34,444,706
Cash and cash equivalents ReRFsSE 631,308,018 340,002,935 631,308,018 340,002,935
1,717,331,702 2,498,893,756 1,717,331,702 2,498,893,756
Financial liabilities HREE
Due to non-controlling shareholders EN—ZNBARZ
of a subsidiary FERER 94,895 - 94,895 =
Trade and bills payables ENESRAREE 24,600,267 75,376,019 24,600,267 75,376,019
Financial liabilities included in other A MERZER
payables and accruals [ ERMBBER 167,678,922 7,393,306 167,678,922 7,393,306
Interest-bearing bank borrowings SEBRTER 37,073,171 55,882,353 37,073,171 55,882,353
229,447,255 138,651,678 229,447,255 138,651,678
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45. FAIR VALUE AND FAIR VALUE

HIERARCHY (continued)

The carrying amounts and fair values of the Group's
and the Company’s financial instruments are as follows:

DRFERAFESERHE
(&
AEERAAFNSRIAZBEE
RAFEHIIMT : ()

(continued)
Company
VNN
Carrying amounts Fair values
REE DYE
2011 2010 2011 2010
“E--% “Z-TF —E--% %%
HKS$ HKS HK$ HKS
BT BT BT BT
Financial assets HBEE
Available-for-sale investments At ERNRE 2,680,300 2,680,300 2,680,300 2,680,300
Loans to an associate S D ARENER 41,048,000 31,048,000 41,048,000 31,048,000
Financial assets included in prepayments, i ATENFUE « K2R
deposits and other receivables RSN REE 215,875,504 1,185,529 215,875,504 1,185,529
Cash and cash equivalents RBeRBe%EE 179,692,013 75,958,489 179,692,013 75,958,489
439,295,817 110,872,318 439,295,817 110,872,318
Financial liability B%AE
Financial liabilities included in accruals s AB:BRRBBARE 14,957,330 2,249,575 14,957,330 2,249,575

The fair values of the financial assets and liabilities are
included in the amount at which the instrument could
be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale.
The following methods and assumptions were used to
estimate the fair values:

The fair values of trade and bills receivables, a loan
to a jointly-controlled entity, loans to associates, a
loan to a related company, financial assets included in
prepayments, deposits and other receivables, a time
deposit, pledged time deposits, cash and cash equivalents,
trade and bills payables, financial liabilities included in
other payables and accruals and interest-bearing bank
borrowings approximate to their carrying amounts largely
due to the short term maturities of these instruments.
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FAIR VALUE AND FAIR VALUE
HIERARCHY (continued)

The fair values of listed equity investments are based
on quoted market prices. The fair values of unlisted
available-for-sale investments and derivative financial
instrument have been estimated using a valuation
technique based on assumptions that are supported by
observable market prices or rates. The valuation was
based on the expected future cash flows discounted
at current rates applicable for items with similar terms
and risk characteristics. The directors believe that
the estimated fair values resulting from the valuation
technique, which are recorded in the consolidated
statement of financial position, and the related changes
in fair values, which are recorded in other comprehensive
income, are reasonable, and that they were the most
appropriate values at the end of the reporting period.

Fair value hierarchy

The Group uses the following hierarchy for determining
and disclosing the fair values of financial instruments:
Level 1: fair values measured based on quoted prices
(unadjusted) in active markets for identical
assets or liabilities

Level 2: fair values measured based on valuation
techniques for which all inputs which have
a significant effect on the recorded fair value
are observable, either directly or indirectly
Level 3: fair values measured based on valuation
techniques for which any inputs which have
a significant effect on the recorded fair value
are not based on observable market data
(unobservable inputs)

45,

AR ERRFESHFE
(&
ERBRARE 2 A FEIIERATR
mE- FLEMAHHERERITE
EMITAZAFECRBERZA
BEEMEIL R/ Z2REZMEE
bt - EDERREFEMU
fiR 5% K% [ B 5 B 2 IR T R 2 B
THEBRXHRERRRRE R
BE-BEERA HAMBRRARA
Sz A E R (a2 RSP EA K
Hitv2mE KR ANBF 2 A FERRE
EPBEIE  RHREHR HE
BRRRE -

DHESRHEE

REBERM T F RS EEE R

BERMTAZAYE:

£ BREHERAEEXRERE
BT 5 R | E CRFEE)
FEZRFE

S REBEAERM (HIKRQ
FEEERFENTEE
ASBOAEERSBERE
=E)FFENAFE

F=/4 REAERT (HIKRA

FEREARENTAEH
ASBUFEABEDS
BREXFE (TABERE
AZH)) FFENRTE
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45. FAIR VALUE AND FAIR VALUE 45. ARFERAFEZSRFE
HIERARCHY (continued) (4&)
Assets measured at fair value:
DAFEFEZEE
Group
£33
As at 31 December 2011
R-E——F+=-HA=+—H
Level 1 Level 2 Level 3 Total
E—R EZR F=R &t
HK$ HKS$ HKS$ HKS$
BT BT BT B
Available-for-sale investments:  AJftHEFIKE
Equity investments A KE 529,892,638 - - 529,892,638
Debt investments BRIRE 5,012,008 - - 5,012,008
534,904,646 - - 534,904,646
As at 31 December 2010
R-F—ZFF+_F=+—H
Level 1 Level 2 Level 3 Total
F— Bk F= At
HK$ HK$ HK$ HK$
BT BT BT BT
Available-for-sale investments:  AJftHERIKE :
Equity investments BRARE 1,872,380,546 = - 1,872,380,546
Debt investments BBHRE 4,929,712 29,033,802 - 33,963,514
Derivative financial instrument ~ #T4 4R TE - 17,875,291 - 17,875,291
1,877,310,258 46,909,093 - 1,924,219,351
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FAIR VALUE AND FAIR VALUE

45. RFPERAFESRFE

HIERARCHY (continued) (42
Assets measured at fair value: (continued)
DAFEFEZEE : (&
Company
VNN
As at 31 December 2011
R-E——F+-HA=+—H
Level 1 Level 2 Level 3 Total
E—® EZR F=R &t
HKS$ HKS$ HKS$ HKS$
B BT BT B
Available-for-sale investments:  A[ftHEMNKE :
Debt investments BERIEE 2,680,300 - - 2,680,300
As at 31 December 2010
R—F—FFf-H=1—H
Level 1 Level 2 Level 3 Total
F— FE-H F=/ A
HK$ HK$ HK$ HK$
BT BT BT BT
Available-for-sale investments: A ftHERIREA
Debt investments BRIEE 2,680,300 - - 2,680,300

During the year, there were no transfers of fair value

measurements between Level 1 and Level 2 and no

transfers into or out of Level 3 (2010: Nil).

The Group did not have any financial liabilities measured

at fair value as at 31 December 2011 and 2010.

FRF-ARFE_HrBETEE
BAFEFE TEEBEARLBHE
=R (ZE—FF |-

RZE——FR=ZZF—ZTF+=HA

=t—B AEEYEEFARIF
EFFEZHHAE -
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46.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group's principal financial instruments, other than
derivatives, comprise bank loans and cash and short term
deposits. The main purpose of these financial instruments
is to raise finance for the Group’s operations. The Group
has various other financial assets and liabilities, such as
trade and bills receivables and trade and bills payables,
which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are foreign currency risk, credit risk, liquidity
risk and equity price risk. The board of directors reviews
and agrees policies for managing each of these risks and
they are summarised below.

Foreign currency risk

The Group’s foreign currency exposures primarily arise
from certain sales or purchases by operating units in
currencies other than the units’ functional currency. In
view of the fact that the Group tries to match its assets
and liabilities with the same currency, the Group’s
exposure to foreign currency risk is minimal.

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers
who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group’s
exposure to bad debts is not significant.

46.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(continued)

Credit risk (continued)

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents, pledged time
deposits, available-for-sale investments, deposits and
other receivables, and loans to related parties arises from
default of the counterparty, with a maximum exposure
equal to the carrying amounts of these instruments. The
Group is also exposed to credit risk through the granting
of financial guarantees, further details of which are
disclosed in note 42 to the financial statements.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed by
customer/counterparty, by geographical region and by
industry sector. There are no significant concentrations
of credit risk within the Group as the customer bases
of the Group’s trade receivables are widely dispersed in
different sectors and industries.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade and bills
receivables are disclosed in note 24 to the financial
statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using
a recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial
assets (e.g., trade and bills receivables) and projected
cash flows from operations.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use
of bank loans. The Group’s policy is to minimise
borrowings.

46.
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46. FINANCIAL RISK MANAGEMENT 46. MEEREEBERBE
OBJECTIVES AND POLICIES ¢
(continued)
Liquidity risk (continued) FREMERR ()
The maturity profile of the Group’s and the Company’s RIERR NEBERETQARE
financial liabilities as at the end of the reporting period, RNEFIRAT R 2 B 5 & = B BB R 40
based on the contractual undiscounted payments, is as IS8
follows:
Group
AEH
2011
=2——f
3 to less
Less than than
On demand 3 months 12 months Total
ZEANLR
RERE DSR=@EBE LR+=@R a3t
HKS$ HKS$ HKS$ HKS
BT BT BT BT
Due to non-controlling ER—RHERA
shareholder of a subsidiary = 94,895 - - 94,895
Trade and bills payables ENESEFIREE - 17,964,368 6,635,899 24,600,267
Other payables and accruals Hi B FIER
st &M - 128,971,521 38,707,401 167,678,922
Interest-bearing bank STRBITER
borrowings - 15,391,457 23,377,037 38,768,494
Guarantees given to banks HBITET—RINE

for banking facilities granted ~ RRIZEZEZHA

to companies controlled by sl 2 ARz

acquaintances of a director BITEEM BT

of a subsidiary B 2 iR 28,170,732 - - 28,170,732

28,265,627 162,327,346 68,720,337 259,313,310
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46. MBEBREE B FEREE

OBJECTIVES AND POLICIES (4&
(continued)
Liquidity risk (continued) REMERME (&)
2010
—T-FF
3 to less
Less than than
On demand 3 months 12 months Total
=EANER
REXE  PR=EA SR+ZEA At
HK$ HK$ HK$ HK$
BT BT BT BT
Trade and bills payables ENEZEAREE - 75,365,191 10,828 75,376,019
Other payables and accruals H A e F0E
&R - 7,393,306 - 7,393,306
Interest-bearing bank borrowings =t BRITE R - 12,393,211 44,286,677 56,679,888
Guarantees given to banks for  FLERTTAA FEBHER
banking facilities granted to ZRITEEM
major suppliers RERIT I 2 R 54,117,647 = - 54,117,647
54,117,647 95,151,708 44,297,505 193,566,360
Company
PN
2011 2010
L — —ZE-TF
On demand On demand
HK$ HK$
Er BT
Accruals EirER 14,957,330 2,249,575
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46. FINANCIAL RISK MANAGEMENT 46.
OBJECTIVES AND POLICIES
(continued)

Equity price risk

Equity price risk is the risk that the fair values of financial
instruments decrease as a result of changes in the levels
of equity indices and the value of individual securities.
The Group is exposed to equity price risk arising from
listed equity investment classified as available-for-sale
investment (note 22) as at 31 December 2011. The listed
equity investments are listed on the Shenzhen stock
exchange and are valued at quoted market prices at the
end of the reporting period.

The market equity indices for the following stock
exchanges, at the close of business of the nearest
trading day in the year to the end of the reporting
period, and their respective highest and lowest points
during the year were as follows:

W% EEEEEFERBIR

——
(&

PR 158 /R B

P A L B B (A B 22 48 BOUK P K {8 B
EFEEESMESRTAQFE
BEORR R_T——F+=A
=t+—B AEEAXSBRRAH
HENKRE (Bfit22) 2 EHRAR
BMEEZBRERR - EHBRAR
BIRAINERRR SR L™ - W%
HERRABEHERE -

FARRIREHRRR 5 B EHE
TIBHFRZ TSR ERE N E
REAZ TS RRERBBT

31 December High/low 31 December High/low

20m &/ 2010 B/ K

—E——& 2011 —T-%F 2010

T=HETT E =% - ==k glH] —T-FF

Hong Kong - Hang Seng Index &% — B4 5% 18,434 24,469/16,170 23,035 24,964/18,986
Shenzhen — A share Index wYI| — AR FE 2 1,042 1,378/1,031 1,351 1,455/965
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OBJECTIVES AND POLICIES

(continued)

Equity price risk (continued)

The following table demonstrates the sensitivity to
every 1% change in the fair values of the listed equity
investment and the underlying equity investment of the

B E b EIE B

=
(&

RERE (£)

2 RBK

TREJNNHEMK  EFRAHAM
AEREERFITZ2ATGHREATYE
B R - ER ETMRAERE KT

derivative financial instrument, with all other variables LR TAEZHEBERAEE ZR@
held constant and before any impact on tax, based B HEQAFTESZEH BHHR
on their carrying amounts at the end of the reporting g
period.
Increase/
(decrease)
in percentage
of fair value
of listed
equity
investment/ Carrying Increase/
underlying amount of (decrease) Increase/
equity financial in profit (decrease)
investment instruments before tax in equity*
LiRA
RE /HHH
RERE
AFEEDL SMIA BAEF B
2,/ (Hd) REE #Bi/(R4) 8,/ CHd)*
% HK$ HK$ HK$
% BT BT BT
2011 —g—-F
Investment listed in: RATHE Em2RE
Shenzhen - available-for-sale w - A E 1 529,892,638 - 3,974,195
(1) - (3,974,195)
2010 —T-FF
Investment listed in: RIAT B B 24 &
Shenzhen - available-for-sale - A E 1 1,872,380,546 - 14,042,854
(1 - (14,042,854)
Unlisted investment at fair value: 3ELFM1RE @ WA T(E :
— Derivative financial asset — TEMBEE 1 17,875,291 466,822 -
(1) (466,684) =
& Excluding retained profits @ NEEB TR
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46.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(continued)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group's ability to continue as a
going concern and to maintain healthy capital ratios in
order to support its business and maximise shareholders’
value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2011 and
31 December 2010.

The Group monitors capital using a gearing ratio, which
is bank borrowings divided by the equity attributable to
equity holders of the parent. Management considers a
gearing ratio of not more than 40% as reasonable. The

46.
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gearing ratios as at the ends of the reporting periods HMRZERBRELENT
were as follows:
Group
rEHE
2011 2010
—E——F —E-TF
HKS$ HK$
Er BT
Interest-bearing bank borrowings 3 EIRITER 37,073,171 55,882,353
Equity attributable to equity NAlE=RSE AEE R
holders of the parent 2,150,907,090 3,362,078,338

Gearing ratio BARBEHR

2% 2%
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EVENTS AFTER THE REPORTING
PERIOD

Details of the events after the reporting period are
included in the notes 12 and 20 to the financial
statements.

COMPARATIVE AMOUNTS

As a result of a discontinued operation arising from the
disposal of certain subsidiaries during the current year,
the comparative amounts in the consolidated income
statements have been presented to conform with the
current year's presentation.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 16 March 2012.

47.

48.

49.
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Five Year Financial Summary A F B =

The table set out below summarises the results and the assets,
liabilities and non-controlling interests of the Group for the last
five financial years, as extracted from the Group’s published
consolidated financial statements of the respective years and
restated/reclassified as appropriate. This summary is not part of

TREIIAEENEERAMRFE XS
REE  BENMFERESHE - JIEix8
AEEBRFEZEAMGEEMBRE - X
B EHSR (WEMR) - AEEIW Ik
BTG RER Z EAERD

the audited financial statements.

Year ended 31 December

BE+t-HA=1-RHLEFE

2011 2010 2009 2008 2007
=2 —F-FTE IFFNF ZEENF FTLHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
RESULTS £
CONTINUING OPERATIONS BEREEK
Revenue W - 654 1.718 4,222 2,425
PROFIT/(LOSS) BEFORE TAX BREBAIRR (BE) 432,014 25,730 27,634 (1,068) 34,054
Income tax expense s R X (111,191) (370) (8,313) (648) (364)
PROFIT/(LOSS) FOR THE BEGEERY
YEAR FROM CONTINUING AEHRFH /(BE)
OPERATIONS 320,823 25,360 19,321 (1,716) 33,690
DISCONTINUED OPERATION CRIEREER
Profit for the year from a BRIFEEEK Y
discontinued operation ARE 5 152,766 18,320 5,385 11,974 49,812
PROFIT FOR THE YEAR AERF 473,589 43,680 24,706 10,258 83,502
Attributable to: TH AL :
Equity holders of the parent NEERFEA 467,519 36,062 23,772 1,852 77,996
Non-controlling interests IR 6,070 7,618 934 8,406 5,506
473,589 43,680 24,706 10,258 83,502
ASSETS, LIABILITIES AND BE8ER
NON-CONTROLLING R
INTERESTS
Total assets BERE 2,551,850 4,071,565 1,198,611 1,152,306 1,164,204
Total liabilities BEeE (396,770)  (637,841)  (177,728)  (164,243)  (208,241)
Non-controlling interests FERE R (4,173) (71,646) (65,428) (69,005) (33,046)
2,150,907 3,362,078 955,455 919,058 922,917
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REGISTERED OFFICE
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Hong Kong
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Hong Kong
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