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A summary of the audited results of the Qianlong Technology International Holdings

Limited (the “Company”) and its subsidiaries (collectively the “Group”) for the year

ended 31 December 2011 together with the comparative figures for the

corresponding period in 2010 and of the assets and liabilities of the Group as at 3|

December 201 | and 2010 is set out as follows:

GROUP RESULTS

Financial Summary
BBRE

ZRMBERERERAR ([ARF]) REK
BRR (B AEE)HE-_Z—%F+_A
ST-HIFEZEEREERE  BR-F
—SERBILBET  URKEBAR T —
—F+_A=+-RERZE-TE+_A=
T—HZEERAENT :

AEERE
2011 2010
—g--%  -2-%fF
RMB’000 RMB'000

ARBT ARETT

Turnover BEH 116,730 112,436
Profit before income tax B A& 22,134 24,154
Income tax RS (1,164) (1,580)
Profit for the year REF AT 20,970 22,574
Earnings per share - Basic and diluted (RMB) BREMN-EXREE (ARK) 0.0830 0.0894

Annual Report 2011 —E——EEFR u



Financial Summary
MBHE

GROUP ASSETS AND LIABILITIES rEEEERAE
2011 2010
—E——-fF —E-F
RMB’000 RMB’000
AR®TR ARBFT
Non-current assets ERBEE
Property, plant and equipment mE - BB RRE 30,454 33,456
Investment properties REME 16,397 —
Prepaid lease payments B 39,697 —
Deposit paid for acquisition of BHETHERERS
leasehold land and buildings — 3,000
Total non-current assets FRBEELE 86,548 36,456
Current assets REBEE
Inventories 5E8 79 76
Trade and other receivables B 5 & E b U IR 7,907 6,873
Deposits and prepayments e RBEAR 4,540 3,179
Investments held for trading REBEZIRE 8,000 8,000
Cash and cash equivalents RekBHeEED 130,891 161,883
Total current assets REBEEAE 151,417 180,011
Total assets EEHE 237,965 216,467
Current liabilities REAE
Trade and other payables B 5 R EA IR 14,630 13,267
Deferred revenue FEIEWA 49,340 49,647
Tax payable FE I8 547 2,557
Total current liabilities RBEBERE 64,517 65,471
Net current assets REBEEFE 86,900 | 14,540
Total assets less current liabilities EE4AERRDERE 173,448 150,996
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Financial Summary

MEEE
GROUP ASSETS AND LIABILITIES (Cont'd) rEEEERERE B
2011 2010
—E——F —ZE-ZF
RMB’000 RMB'000
ARETR AREFTT
Non-current liabilities *kRBEE
Deferred revenue R A 8,256 6,528
Deferred tax liabilities RIERIEGE 1,268 355
Total non-current liabilities kRBEBAE 9,524 6,883
Total liabilities EE4E 74,041 72,354
NET ASSETS EEFRE 163,924 144,113
Equity attributable to owners of the Company AT HHE AEMLER
Share capital LN 26,128 26,128
Reserves e 137,796 117,985
TOTAL EQUITY RSB 163,924 144,113
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Chairman’s Statement
EFEWRSE

On behalf of the board of Directors (the "Board”), | am pleased to present the
annual results of the Company and its subsidiaries for the year ended 31 December

2011 to our shareholders and investors,

FINANCIAL REVIEW

For the year ended 31 December 2011, the Group reported a turnover of
RMBI116,730,000, representing an increase of 3.82% as compared with
RMB112,436,000 for the same period of the previous year. This increase is mainly

due to increase in maintenance service and software usage fees for the year.

For the year ended 31 December 2011, the Group has recorded revenue of
RMB63,195,000 from maintenance service and usage fees representing an increase
of 20.88% from the same period of last year (2010: RMB52,277,000). Income from
information service fee was RMB41,945,000 representing a decrease of 4.96% from
the same period of last year (2010: RMB44,135,000). The income from sale of
computer software was RMB9,049,000 representing a decrease of 37.92% from the
same period of last year (2010: RMBI14,577,000). The other income was
RMB2,541,000 (2010: RMB1,447,000).

The Group recorded a net profit for the year of RMB 20,970,000 for the year ended
31 December 2011, representing a decrease of 7.11% as compared with

RMB22,574,000 for the same period of the previous year.

The basic and diluted earnings per share was RMB 8.30 cents (2010: RMB 8.94

cents).
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BUSINESS SUMMARY AND PROSPECTS

The year 2011 was a tremendous challenge to the securities industry in China. The
stock market index was on a downward spiral, transaction volume shrink, securities
firms’ profits dropped substantially, investors suffered losses and as a result the
investor's demand for the securities softwares reduced significantly. In response to
this crisis, the Group increased investment in research and development, explored
and found new market needs. While in this downturn market, the Group was able to

maintain a healthy position through innovation.

In the enterprise market, after extensive research and analysis, the Group extracted
an important business focus, that is “enhancement of quality of consulting services
by securities firms in order to win high-value customers”. Based on this key business
concept, the Group developed a consulting service platform for investment advisors
of securities firms to aid them in providing advisory services to existing clients and
potential customers. This new platform provides more useful and functional services
such as technical analysis, market trend and focus, investment strategy and guidance.
The platform was enthusiastically welcomed by securities houses and achieved a
good reputation in the industry quickly. With continuous promotion and
improvement of the platform capabilities, it will bring new business income to the

Group by building a strong brand and by developing a loyal user group.

In addition to developing new products and businesses, the Group continues to
invest in the development and improvement of the existing and well-established
products. Among them, the integration and customisation of market transaction
consignment system of the Shanghai and Shenzhen market for securities houses
such as Shenyin Wanguo, Guotai Jun'an, Huatai, Zhongxin, Guoxin, Orient, CMB
International, Nanjing, Hongyuan, Aijian; as well as customisation of the Hong Kong
Stock market analysis and consignment transaction product for Hong Kong securities
houses such as Haitong International, BOCOM International, Guangfa Hong Kong,
Shenyin Wanguo Hong Kong, ICBC Asia, Guoyuan Hong Kong, Huatai Hong Kong,
First Shanghai, Guotai Jun'an Hong Kong. All these products further strengthened the

Group's leading position in the Hong Kong Stock market softwares.

Chairman’s Statement
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Chairman’s Statement
EFEWRSE

BUSINESS SUMMARY AND PROSPECTS (Cont'd)

With respect to the individual investors market, the Group is vigorously drawing
new users and at the same time the customer service system is further enhanced.
The Group has also standardised the service team, work flow, service content, etc. in
order to bring better quality to the Qianlong product experience, greatly improving
users’ loyalty and increasing order renewal rate. These reasons help the Group

maintain its healthy position during the stock market downturn.

In addition to the construction of the customer service system, the Group also
developed an online roadshow platform to provide a more effective tool to educate
and provide services to individual investors. After the launch of the online roadshow
platform, it was clear that Qianlong platform was more popular and more reliable
among users because it provided more practical and useful information. As a result

the roadshow platform has become the industry leader.

Regarding product development, Qianlong continues to exert strong innovative
forces. In the beginning of the year, the newly launched Qianlong Xi Wei Mi Ma
pioneered the application of data mining technology for the field of securities
analysis and achieved satisfying market results. Based on users’ feedback, the Group
launched a second stage of function development and thereby improving the data
mining result and making it easier for the customers to strategise their investment

decisions.

Palm Qianlong, aiming at mobile phone users, has developed a complete series
covering all the operating systems for the mobile phones and laptops, and is
becoming an important application in the mobile securities market. Different from
the normal mobile securities functions which mainly disclose the basic stock-related
information, Palm Qianlong has replicated the same function in PC to the mobile
phone and provides better and more strategic analysis and professional information
to end-users. Palm has already become an essential tool for many stock traders. For
example, Palm Qianlong can now support real-time market quotes and analysis for
Hong Kong stocks. Those Hong Kong stock investors concerned about their
investment portfolio but have busy schedules or frequent business trips can execute

transactions with Palm and not constrained by time or location.
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BUSINESS SUMMARY AND PROSPECTS (Cont'd)

A new generation of stock picking and investment strategy analysis tool has also
been in the development process with a projected release in the year of 2012. With
this new product, Qianlong shall take another step in its lead in the securities

analysis software industry.

PROSPECTS

I would like to express my heartfelt gratitude to staff of the Group for their
tremendous efforts as well as to all business partners and shareholders for their
kind support to the Group. | would like to express my appreciation to all members

of the Board for their contributions.

Liao Chao-Ping

Chairman

23 March 2012, Shanghai, the PRC
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Management Discussion and Analysis
EEENWR D

BUSINESS REVIEW

While the economy in China maintained its rapid growth at the end of 2011,
inflation also flared. The securities market is weak and appears uncertain. The
downturn market sentiment affected the investors’ demand for financial information

services.

In facing an adverse market environment, the Group’s management team was
persistent in maintaining its secure foothold in the China’s financial market. Through
product and technology innovations, the Group improved the service capabilities,
strengthened the brand recognition and marketing, expanded the marketing
network, and enhanced the research and development and risk management in

order to achieve a certain level of revenue growth.

With various new stock market trading activities and in addition to the main
financial products such as stocks, debts, funds and futures, transactions such as
margin trading and stock index futures have been launched, pushing the securities
market to develop further in depth. The Group actively responded to market needs
and timely launched data and information services for stock index futures,
commodity futures by building on the base of the original Qianlong platform. With
additional information disclosure on stock index futures, commodities futures,
selected futures information and consignment transaction system, the Qianlong

platform is the financial futures analysis and trading system of the new generation.

For the year ended 3| December 201 [, the turnover increased steadily while costs
grew significantly due to inflation as well as in the areas of research and
development and staff compensation. As a result the profit attributable to
shareholders decreased. The decline of the transaction volume of securities market

also affected the Company's results.

For the year ended 3| December 201, the Group has recorded RMB27,401,000 on
the traditional securities market in China, representing 23.47% of the total turnover;
RMB29,229,000 on the futures and Level 2 market, representing 25.04% of the total
turnover and RMB18,282,000 on Hong Kong Stock market, representing 15.66% of

the total turnover.
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Management Discussion and Analysis

MAJOR INVESTMENTS
In April 2011, the Company's wholly-owned subsidiary, Shanghai Qianlong Advanced
Technology Company Limited, acquired properties in Shanghai with details published

in the Company's announcement dated 26 April 2011 on the Company's website.

After considering the leasing term and decoration cost of the original leased offices
by two Company’'s wholly-owned subsidiaries, Shanghai Qianlong Network
Technology Company Limited and Shanghai Xin Long Information Technology
Company Limited, the Board decided to lease these properties at the current
market value with due regard to cost effectiveness and profit maximisation of the
Company's resources. It is estimated to get a considerable leasing income under

current prospective economy.

As at 3| December 2011, the Company's wholly-owned subsidiary, Shanghai
Qianlong Advanced Technology Company Limited, held unlisted investment fund of
RMB8,000,000 with the term of 89 days and matured on 27 February 2012.

ADMINISTRATIVE EXPENSES

For the year ended 3| December 2011, the administrative expenses increased from
RMB30,570,000 in 2010 to RMB41,171,000 in 201 |, representing an increase of
34.68%. The increase is mainly due to increase in staff costs and other administrative
expenses as a result of the business expansion of two subsidiaries, Shanghai
Qianlong Advanced Technology Company Limited and Shanghai Qianlong Network
Technology Company Limited and professional fees paid in connection with Main

Board Migration.

WORKING CAPITAL AND FINANCIAL RESOURCES

For the year ended 31 December 2011, the Group's working capital and financial
resources improved as compared to that in the previous year. As at 31 December
2011, the Group’s cash and cash equivalents was RMB130,891,000 (2010:
RMBI61,883,000). Therefore, the Group's financial status is still stable.
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Management Discussion and Analysis
EEENWR D

DEPLOYMENT OF HUMAN RESOURSES

The total number of staff of the Group as at 31 December 2011 was 412 (2010:
369).The Group offers a remuneration package by reference to prevailing market
conditions and performance, qualifications and experience of individual employees.
Other benefits for employees include a retirement benefit, a provident fund and a

medical plan. In 2011, the total cost for staff (including salary, bonus and other

welfare) is approximately RMB44,922,000 (2010: RMB38,457,000).

CONTINGENT LIABILITIES
The Group did not have any significant contingent liabilities as at 31 December 201 |
and 31 December 2010.

GEARING RATIO

Since its establishment, the Group has neither made any loan arrangements with nor
obtained any credit facilities from any financial institutions. Therefore, the gearing
ratio of the Group, which is net borrowings over shareholders’ funds, has remained
zero. At the same time, the Group’s assets have never been subject to any securities

or mortgages.

EXPOSURE ON EXCHANGE RATE FLUCTUATION

The income and expenditure of the Group are predominately denominated in RMB
and only an insignificant amount is denominated in Hong Kong dollars. Therefore the
Group considered the exchange rate fluctuation exposure is small and thus no

financial instruments have been used for hedging purposes.
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MAJOR SUBSIDIARIES

Shanghai Qianlong Advanced Technology Company Limited

Established in September 1994 and 100% controlled by the Company, Shanghai
Qianlong Advanced Technology Company Limited is high-tech enterprise, advanced
technology and software enterprise recognised in the People's Republic of China
(the "PRC"). The company is engaged in the development, production and
distribution of financial information technology products with the famous brand

“Qianlong”.

Shanghai Qianlong Network Technology Company Limited

Shanghai Qianlong Network Technology Company Limited was established in
February 2007 and 100% controlled by the Company. The company is high-tech and
advanced enterprise and software enterprise recognised in the PRC. The company
focuses on providing real-time investment analysis products for millions of end
investors covering Shanghai, Shenzhen and Hong Kong stock, finance futures and
futures market. Cooperating with Shanghai Qianlong Advanced Technology
Company Limited, the company becomes the leading company of the individual and
enterprise information products on the securities industry in China with the series

products of “Qianlong” brand.

Shanghai Xin Long Information Technology Company Limited

Shanghai Xin Long Information Technology Company Limited was established in
March 2006 and 100% controlled by the Company. The company focuses on the
development of information products including finance data base, finance high
frequency data, finance information service platform and provide the first class of
finance information service for domestic and international organization customers
and investors. Cooperating with Shanghai Qianlong Advanced Technology Company
Limited, the company becomes the leading company of the individual and enterprise
information products on the securities industry in China with the series products of

“Qianlong” brand.
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Profiles of Directors and Senior Management

EEREREEAEREE

EXECUTIVE DIRECTORS

Mr. Liao Chao-Ping, aged 68 is the executive Director and Chairman of the Group
and responsible for the Group’s overall direction and the relationship development
of potential business opportunities. He is a director of Union Constriction Company
Limited (a company incorporated in Taiwan). Mr. Liao has joined the Group in
October 2004 and been appointed the chairman of the Group in January 2005. Mr.
Liao has also been appointed the chairman of the nomination committee of the
Group on 23 March 2012.

Mr. Fan Ping-Yi, aged 53 is the executive Director, vice-chairman and one of the
founders of the Group. He is responsible for the Group's overall strategic planning
and its implementation. Before joining the Group, Mr. Fan held senior management

positions in various software houses in Taiwan.

Mr.Yang Ching Shou, aged 53, is the executive Director, chief executive officer of the
Group and president of Shanghai Qianlong Advanced Technology Company Limited.
He is one of the founders of the Group. He is responsible for the Group’s overall
strategic planning and its implementation. Before joining the Group, Mr. Yang held
senior management positions in various computer software companies in Taiwan. Mr.
Yang holds a Bachelor degree of Management from National Chiao Tung University,

Taiwan.

Mr. Chen Shen-Tien, aged 54, is the executive Director of the Group and responsible
for the Group's overall strategic planning and the relationship development of
potential business opportunities. Mr. Chen has more than 14 years of experience in

information technology industry.

Mr. Chen Ming-Chuan, aged 47, is the executive Director of the Group and has
engaged in the information technology industry over 27 years with intensive

experience in development of securities analysis software.

Mr. Yu Shih-Pi, aged 49, is the executive Director of the Group and held senior

management positions in various computer companies before joining the Group.
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Profiles of Directors and Senior Management

EXECUTIVE DIRECTORS (Cont'd)

Miss Liao Angela Min-Yin, aged 40, is the executive Director of the Group and a
certified public accountant licensed in the state of California, U.S.A. She holds a
Bachelor degree of Business Administration from the University of Michigan U.S.A.
and a Master degree of Business Taxation from the University of Southern California,
U.S.A. She is currently a consultant with private firms and was previously a tax
manager with PricewaterhouseCoopers LLP in the city of Los Angeles, U.S.A. Miss
Liao was appointed as an executive Director of the Company in May 2010. Miss Liao

is the daughter of the Group’s Chairman Mr. Liao Chao Ping.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Chiu Kam Hing, Kathy, aged 63, is the independent non-executive Director of the
Group and has over 40 years of banking experience in Canada and Asia Pacific
region. Ms. Chiu was senior vice-president at the Republic National Bank of New
York and was responsible for the management and investment of third party clients’
funds. Ms. Chiu is the chairman of the Group’s audit committee and remuneration

committee and a member of the nomination committee of the Group.

Mr. Chang Long-Teng, aged 52, is the independent non-executive Director of the
Group and has extensive experience in management and administration. He does
not hold any directorship in other public listed companies. Mr. Chang was a member
of the Group's audit committee and remuneration committee. Mr. Chang resigned

from the Group with effect on 24 March 2012.

Mr. Hsieh Billy Shao-Ven, aged 55, is the independent non-executive Director of the
Group and certified public accountant and an attorney-at-Law in the State of
California, US.A. He has been advising multinational clients about doing business in
China for over |6 years. He has extensive experience in mergers and acquisitions,
market entry and development, investment structure, financing alternative, tax &
regulatory planning and compliance. Mr. Hsieh was appointed as an independent
non-executive Director on 30 August 2010 and is a member of the Group's audit

committee, remuneration committee and nomination committee.
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Profiles of Directors and Senior Management

EENSHREEAERE

SENIOR MANAGEMENT

Mr. Du Hao, aged 43, is the vice president of Shanghai Qianlong Advanced
Technology Company Limited. He holds a Master degree of Science of Electronic
Engineering from Fudan University. He joined the Group in 1993 and worked his
way up from R&D manager, vice general manager and general manager and has over
I8 years of product research and development experience for financial software

products.

Mr. Gao Feng, aged 48, is the vice general manager of Shanghai Qianlong Advanced
Technology Company Limited. He holds a Master degree of Business Administration
from Fudan University and has more than |9 years of experience in finance
securities industry. He is responsible for the daily operation of Shanghai Qianlong
Advanced Technology Company Limited to lead the product renovation, strengthen
the market research, position and propaganda since he joined the company in the

year of 2010.

Mr. Song Li Qun, aged 44, is the general manager of Shanghai Qianlong Network
Technology Company Limited. He holds a Bachelor degree of Radio Message from
Shanghai University. Since joining the company in 1994, he was R&D manager,
market director, vice general manager and general manager. He has many years of
experience in the development and management of financial software products. He
is responsible for the daily operation of Shanghai Qianlong Network Technology
Company Limited to develop investment analysis software meeting different
investors' requirements and provide varied consultation service to guide the usage

of software.

Mr. Chen Gangliang, aged 39 is the general manager of Shanghai Xin Long
Information Technology Company Limited. He holds a Bachelor degree of Computer
in Shanghai University. Since joining the company in 1996, he was technical support
manager, vice general manager, general manager and has many years of experience
in technical service of financial software products and team management. He is
responsible for the daily operations of Shanghai Xinlong Information Technology
Company Limited to collect and arrange varied finance data, develop finance data
related products, explore market, distribute data and related products. At the same
time, he is also responsible for providing development and service of information

data to all products line of the Group.
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Profiles of Directors and Senior Management

SENIOR MANAGEMENT (Cont'd)

Mr. Lu Ming Yuan, aged 36, is the vice general manager of Shanghai Qianlong
Advanced Technology Company Limited. He holds a Bachelor degree of Computer
from Gui Zhou University. Since joining the company in 2001, he was R&D manager,
technical director and vice general manager. He has many vyears of experience in
development of finance software products. He is responsible for all the product
development, research and management of technical support team to plan the
company’s technology development direction, solve varied problems during the

development and realize the company’s technical renovation target.

COMPANY SECRETARY

Mr. Tse Kai Chung, Bobby, aged 52, is the former company secretary of the Group.
He joined the Group in July 2005. Mr. Tse holds a Bachelor degree of Law from
Warwick University. Mr. Tse is a member of the Hong Kong Law Society and partner
of Messrs. Bobby Tse & Company. Mr. Tse is certified attorney with 24 years'
experience in law. Mr. Tse resigned from the Group with effect on | December
201 1.

Mr. Ip Pui Sum is the current company secretary of the Group. He joined the Group
on | December 2011. Mr. Ip is a fellow member of the Association of Chartered
Certified Accountants and an associate member of the Hong Kong Institute of
Certified Public Accountants, the Society of Chinese Accountants & Auditors, the
Chartered Institute of Management Accountants, the Institute of Chartered
Secretaries and Administrators and an ordinary member of Hong Kong Institute of
Chartered Secretaries. Mr. Ip has over 25 years of experience in accounting and
company secretarial practices and is also a certified public accountant (practising) in

Hong Kong.

COMPLIANCE OFFICER

Mr. Fan Ping-Yi, aged 53, is the vice-chairman and executive Director of the Group.
He is one of the founders of the Group. He is responsible for the Group's overall
strategic planning and implementation. Mr. Fan held senior management positions in
various software houses in Taiwan before joining the Group and has over 27 years of
experience in the information technology industry. Being a compliance officer; Mr.
Fan will be advising on and assisting the Board in implementing procedures to
ensure that the Group complies with the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules") and other relevant laws and regulations applicable to the Company and
responding promptly and efficiently to all enquiries directed at him by the Stock

Exchange.
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Corporate Governance Report
TEERRE

INTRODUCTION

The Board considers that good corporate governance of the Company is central to
safeguarding the interests of the shareholders and enhancing the performance of the
Company. The Board is committed to maintaining and ensuring high standards of
corporate governance. The Board will continuously review and improve the
corporate governance practices and standards of the Company to ensure that
business activities and decision making processes are regulated in a proper and

prudent manner.

During the year of 2011, the Company has complied with all the code provisions set
out in the Code on Corporate Governance Practices (the “Code”) contained in
Appendix |5 to the Rules Governing the Listing of Securities (“GEM Listing Rules”)
on the Growth Enterprise Market ("GEM") of the Stock Exchange before the shares
of the Company were transferred from the GEM to the Main Board of the Stock
Exchange (“Transfer of Listing”) and the Code as set out in Appendix |4 to the
Listing Rules subsequent to the Transfer of Listing.

CODE OF CONDUCT ON DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted a code of conduct regarding Directors’ securities
transactions on terms no less exacting than the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules prior to the Transfer of Listing,
and has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code") as set out in Appendix 10 of the Listing Rules subsequent
to the Transfer of Listing. Specific enquiry has been made of all the directors of the
Company who have confirmed in writing their compliance with the required
standards set out in the GEM Listing Rules and the Model Code during the year

under review.

BOARD OF DIRECTORS AND BOARD MEETING

The Board, which comprises ten Directors, is responsible for corporate strategy,
annual and interim results, succession planning, risk management, major acquisitions,
disposals and capital transactions, and other significant operational and financial
matters. Major corporate matters that are specifically delegated by the Board to the
management include the preparation of annual and interim accounts for board
approval before public reporting, execution of business strategies and initiatives
adopted by the Board, implementation of adequate systems of internal controls and
risk management procedures, and compliance with relevant statutory requirements

and rules and regulations.
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Corporate Governance Report

BOARD OF DIRECTORS AND BOARD MEETING (Contd)

Details of backgrounds and qualifications of the chairman of the Company and the
other Directors are set out on pages 15 and |6 of this annual report. All Directors
have given sufficient time and attention to the affairs of the Group. Each executive
Director has sufficient experience to hold the position so as to carry out his duties

effectively and efficiently.

To improve the transparency and independence of corporate governance, Mr. Liao
Chao-Ping and Mr.Yang Ching Shou have been appointed as the chairman and chief

executive officer of the Company respectively.

The Company also appointed three independent non-executive Directors to comply
with Rules 5.01(1) and (2) of the GEM Listing Rules and Rule 3.10 of the Listing
Rules. Among them, at least one has appropriate and sufficient qualification or

professional in accounting or related financial management.

Mr. Chang Long-Teng, an independent non-executive Director of the Company,
resigned from the Company with effect from 24 March 2012. Following Mr. Chang's
resignation, the Company has failed to comply with the minimum number of three
independent non-executive directors required by Rule 3.10(1) of the Listing Rules.
The Company is endeavouring to identify suitable candidate to fill the vacancy within
3 months from the effective date of Mr. Chang’s resignation pursuant to Rule 3.11 of

the Listing Rules.

The Company has received, from each of the independent non-executive Directors,
an annual confirmation of his/her independence pursuant to Rule 5.09 of the GEM
Listing Rules and Rule 3.13 of the Listing Rules for the year ended 31 December
2011 and the Company considers the independent non-executive Directors are

independent.

The Board held a board meeting for each quarter in every year. Apart from the
regular board meetings of the year, the Board will meet on other occasions when a
board-level decision on a particular matter is required. The Directors will receive
details of agenda items for decision and minutes of committee meetings in advance

of each board meeting.
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TEERRE

BOARD OF DIRECTORS AND BOARD MEETING (Contd)

Details of the attendance of the Board are as follows:

ExZgREZEER (0
ESHRELEFBEMT

Executive Directors Attendance
HiTEE HERY, ER8Y
Mr. Liao Chao-Ping (Chairman) BERYEE (£F) 4/4
Mr. Fan Ping-Yi BEFEE 4/4
Mr.Yang Ching Shou (Chief Executive Officer) — BEZ L4 (1THER) 4/4
Mr. Chen Shen-Tien RAEAELE 4/4
Mr. Chen Ming-Chuan REBELE 4/4
Mr.Yu Shih-Pi RUEERE 3/4
Ms. Liao Angela Min-Yin B g/ ME 4/4
Non-executive Directors BYFHITES

Ms. Chiu Kam Hing, Kathy HeWzt 4/4
Mr. Chang Long-Teng REETE 3/4
Mr. Hsieh Billy Shao-Ven e L 4/4

During the regular board meetings, the Directors discuss and formulate the whole
strategy of the Group, monitor the financial performance and discuss annual, interim

and quarterly achievements and discuss and make important decisions.

For every board meeting, there are detailed meeting records to record related
agenda including all the decisions made by the board and all the matters raised by
directors and objections (if appropriate). After the conclusion of board meeting, the
meeting agenda will be sent to all the directors immediately when it is feasible.
Every Director has the right to check all the meeting agenda within any reasonable

period.

Under the Code, every Director should be subject to retirement by rotation at least
once every three years. Specifically, the Company has entered into service contracts
with each of the executive Directors for a term of two years and shall continue
thereafter until terminated by either party giving to the other at least three months'

prior notice in writing.
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CHAIRMAN OF THE GROUP

The roles of the Chairman and Chief Executive Officer are separated and the
positions are held by separate individuals to avoid the rights centralisation. The
Chairman of the Group takes responsibility to lead and arrange operation of Board
efficiently to make sure the Board can discuss all the important and operational
business efficiently and in time. While the Chief Executive Officer's main
responsibility is the operation of the Group’s business and implementation of the

Group's strategy to achieve the whole operation target.

The Chairman also encourages all the Directors including non-executive Directors

to actively participate in the board and committee meetings.

REMUNERATION COMMITTEE

The remuneration committee was established in November 2005. The chairman of
the committee is Ms. Chiu Kam Hing, Kathy, an independent non-executive Director,
and other members include Mr. Chang Long-Teng and Mr. Hsieh Billy Shao-Ven, both

being independent non-executive Directors.

During the year under review, the remuneration committee has performed its
functions, including the determination of the specific remuneration packages of all
executive Directors, including benefits in kind, pension rights and compensation
payments, including any compensation payable for loss or termination of their office

or appointment.

Mr. Chang resigned from the Company with effect from 24 March 2012. Since then,
the Company has failed to comply with the minimum number of three members
required by its written terms of reference of the remuneration committee. The
Company is endeavouring to identify suitable candidate to fill the vacancy in

accordance with its written terms of reference.

The remuneration committee held | meeting during the year under review. Details

of the attendance of the remuneration committee meetings are as follows:
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EEXE
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ARREEGYEREAE  NREEEHE
BEFEMHER

FHREERDBEEETT —REE - HM
RECEERHEREFBNT

Members Attendance
24 HERY, E88Y
Ms. Chiu Kam Hing, Kathy ik e /1
Mr. Chang Long-Teng REERE K& [/1
Mr. Hsieh Billy Shao-Ven X TS /1
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TEERRE

AUDIT COMMITTEE

The Company established an audit committee in 1999 with written terms of
reference in compliance with Rules 5.28 and 5.33 of the GEM Listing Rules and
Rules 3.21 and 3.23 of the Listing Rules.

The primary duties of the audit committee are to review and supervise the financial
reporting process and internal controls system of the Group. The audit committee
comprises three members, Ms. Chiu Kam Hing, Kathy, Mr. Chang Long-Teng and Mr.
Hsieh Billy Shao-Ven, all of them are independent non-executive Directors. Ms. Chiu

Kam Hing, Kathy is the chairman of the audit committee.

Mr. Chang resigned from the Company with effect from 24 March 2012. Since then,
the number of audit committee members of the Company has fallen below the
minimum number required by Rule 3.21 of the Listing Rules and the written terms
of reference of the audit committee of the Company. The Company is endeavouring
to identify suitable candidate to fill the vacancy within 3 months from the effective
date of Mr. Chang's resignation pursuant to Rule 3.23 of the Listing Rules and in

accordance with its written terms of reference.

The audit committee held 4 meetings during the year under review. Details of the

attendance of the audit committee meetings are as follows:

ENEES

ARRER— nnniﬂ*%V§§@~W?
RAIZER ERIFES.28%5.33F Kk £T
F3.21R3.23MEHIEHBERE -

ENZEGIEREREERERAREAL
MBRREFLABEESE - EREEE

“HREBAEK nhRBERNRL  RERE
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BREAE  URE EMARIE3.23FNERE
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EAREEEERE

ENZEeROEFERTNAEH - E%E
BegR v HELHAEBOT

Members Attendance
291 HERE &H4AH
Ms. Chiu Kam Hing, Kathy ik e 4/4
Mr. Chang Long-Teng RERTE 3/4
Mr. Hsieh Billy Shao-Ven e E 4/4
The Group's unaudited quarterly and interim results and annual audited results AEERBE-_T——5T-_A=1—HItF
during the year ended 31 December 2011 have been reviewed by the audit B RBEREFERPHEEURKEREF

committee, which was of the opinion that the preparation of such results complied
with the applicable accounting standards and requirements and that adequate

disclosure has been made.
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AUDITOR’S REMUNERATION

The audit committee of the Company is responsible for considering the
appointment of the external auditor and reviewing any non-audit functions
performed by the external auditor, including whether such non-audit functions could
lead to any potential material adverse effect on the Company. During the year under
review, the Group is required to pay an aggregate of approximately RMB450,000 to
the external auditor for their audit services and approximately RMB96,000 for non-

audit services.

NOMINATION COMMITTEE

The Board is responsible for considering the suitability of a candidate to act as a
director, and approving and terminating the appointment of a director. During the
year under review, the Company has no nomination committee. On 23 March 2012,
a nomination committee was set up by the Company with written terms of
reference. The chairman of the committee is Mr. Liao Chao-Ping, the executive
Director and Chairman of the Group, and other members include Ms. Chiu Kam
Hing, Kathy and Mr. Hsieh Billy Shao-Ven, both being independent non-executive

Directors.

Prior to the establishment of the nomination committee, the Chairman was mainly
responsible for identifying suitable candidates for members of the Board when there
was a vacancy or an additional director was considered necessary. The Chairman
would propose the appointment of such candidates to each member of the Board
for consideration and each member of the Board would review the qualifications of
the relevant candidates for determining the suitability to the Group on the basis of
his qualifications, experience and background. The decision of appointing a director

must be approved by the Board.
The following tasks have been taken up by the nomination committee:

(@) making recommendations to the Board on all board appointments, including
re-nomination, having regard to the Director's contribution and performance

including, if applicable, as an independent Director;

(b)  determining annually whether or not a Director is independent, bearing in

mind the circumstances set forth in Rule 3.13 of the Listing Rules;

(c) deciding whether or not a Director is able to and has been adequately

carrying out his duties as a Director; and

TEERRE

BREME <
ARAIZEGZECATZRINERIMZE
ERBEINERBENET 2 AR ETIE
OREEBIERETEETHARABAEME
EEATHEE - REBFE + AR RAR
BN H 4 AR 450,000 ERE
FTiR BRI S R4 AR #96,0005E1% &
REME -

REZEE
EXEeREAERIREES 2 AEN - ikk
FRIERE—ZEE - ROEFERN - AA7
WARRIREEZEE RZE—ZF=FA=+
:H'$ AREDRESER T —REEE

cZEEIRARPILLE  AREHTE
%&E%’ﬁ@ﬁ%@%%@%ﬁi&%&?
Gk MUY ABIERTES -

RRUIRRZE g EESZCRTRIAA
BAMESRK IFIZAEREFSHES
BIREA - TRBAEFTEBUKBRELS
ZIREAN  EZEBUREREZRBRE
Zﬁﬁ'ﬁﬁﬁﬁﬁ'ﬂﬁﬁﬁgxi%g
AAKE IREFIRTLEMERS

\
i e

Lﬁk

m

NTEBEEAREZESRE

(a) REREZ(BRAEABUES (WE
A)MERRRRR  HMBEFEE
w(BREENRR) NEEERLES

(b) EEELMHRAEIMGAEBNE @ &
FHRTBUFNTESRTABUMN

(c) MEEEREH
ENBE R

AU TDBITEERE

Annual Report 2011 —E——EEFR H



Corporate Governance Report
TEERRE

NOMINATION COMMITTEE (Contd)

(d) deciding on how the Board’s performance may be evaluated and propose
objective performance criteria, as approved by the Board, which allows
comparison with our industry peers and which addresses how the Board has

enhanced long-term shareholders’ value.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the financial
statements of the Group and ensure that the financial statements are in accordance
with statutory requirements and applicable accounting standards. The Directors also

ensure the timely publication of the financial statements of the Group.

The statements of the external auditor of the Company, BDO Limited, about their
reporting responsibilities on the financial statements of the Group is set out in the

Independent Auditor’s Report on pages 37 to 38 of this annual report.

INTERNAL CONTROL
The Company has conducted a review of its system of internal control periodically
to ensure it is effective and adequate. The Company convened meetings periodically

to discuss financial, operational and risk management control.

INVESTOR RELATIONS
The Company has disclosed all necessary information to the shareholders in
compliance with Listing Rules. The Directors host the annual general meeting each

year to meet the shareholders and answer their enquiries.
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The Directors present their report together with the audited financial statements of

the Company for the year ended 3| December 201 1.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The principal activities
of the Group are the research, development and distribution of software, and the

provision of related maintenance, usage and information services in the PRC,

The principal activities of the Company's subsidiaries are set out in Note 21 to the

financial statements.

No geographical analysis is shown as the principal activities of the Group are mainly

carried out in the PRC.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers accounted for
approximately 6% of the Group's total sales for the year and sales to the largest
customer included therein accounted for approximately 6% of the Group’s total

sales.

Purchases from the Group's five largest suppliers accounted for approximately 74%
of the Group’s total purchases for the year and purchases from the largest supplier

included therein accounted for approximately 35% of the Group's total purchases.

None of the Directors, 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 customers or suppliers.

RESULTS AND APPROPRIATIONS
The profit of the Group for the year ended 31 December 201 | and the state of
affairs of the Company and the Group at that date are set out in the financial

statements on pages 39 to | |6.

The Directors do not recommend the payment of any dividend in respect of the

year ended 3| December 201 1.

An interim dividend of HK$0.05 (equivalent to approximately RMB0.044) per share,
totalling HK$12,630,000 (equivalent to approximately RMBI1,018,000) was paid
during the year ended 31 December 2010.
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PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES
Details of movements in the property, plant and equipment and investment
properties of the Group during the vear are set out in Notes 18 and 19 to the

financial statements respectively.

SHARE CAPITAL
Details of the movements in share capital of the Company during the year are set

out in Note 28 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY
During the vyear ended 31 December 201 [, neither the Company nor any of its

subsidiaries purchased, sold or redeemed any of the Company'’s listed securities.

PRE-EMPTIVE RIGHTS
There are no provisions for the pre-emptive rights under the Company’s articles of
association or the laws of the Cayman Islands which would oblige the Company to

offer new shares on a pro-rata basis to existing shareholders.

RESERVES
Details of movements in the reserves of the Group and the Company during the
year are set out on page 108 of the annual report and in Note 29 to the financial

statements respectively.

DISTRIBUTABLE RESERVES

At 31 December 2011, the Company had accumulated losses of RMB33,056,000
(2010: RMB30,389,000), and after taking into consideration of the balance of share
premium account, subject to the provisions of the Cayman Islands Companies Law
(Revised) as detailed in Note 29(a) to the financial statements, the aggregate
amount of reserves available for distribution to owners of the Company was
RMB865,000 (2010: RMB3,532,000).
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DIRECTORS
The Directors of the Company during the year and up to the date of this report

were as follows:

Executive Directors
Liao Chao-Ping

Fan Ping-Yi

Yang Ching Shou
Chen Shen-Tien
Chen Ming-Chuan
Yu Shih-Pi

(Chairman)
(Vice-chairman)
(Chief Executive Officer)

Liao Angela Min-Yin

Independent non-executive Directors
Chiu Kam Hing, Kathy

Chang Long-Teng

Hsieh Billy Shao-Ven

In accordance with article 16.18 of the Company's articles of association, Mr. Chen
Shen-Tien, Ms. Liao Angela Min-Yin and Mr. Hsieh Billy Shao-Ven will retire from
office as executive Directors or independent non-executive Director of the
Company by rotation and, being eligible, will offer themselves for re- election at the

forthcoming annual general meeting.

Biographical details of the Directors are set out on pages |6 and |7 of this annual
report. Details of the Directors’ remuneration are set out in Note || to the financial

statements.

The Company has received, from each of the independent non-executive Directors,
an annual confirmation of his/her independence pursuant to Rule 5.09 of the GEM
Listing Rules and Rule 3.13 of the Listing Rules for the year ended 31 December
2011 and the Company considers the independent non-executive Directors are

independent.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance in relation to the Company's business to which the
Company, or any of its subsidiaries was a party, and in which a Director of the
Company had a material interest, whether directly or indirectly, subsisted at the end

of the year or at any time during the year

DIRECTORS’ SERVICE CONTRACTS
The Company has entered into service contracts with each of the executive
Directors for a term of two years and shall continue thereafter until terminated by

either party giving to the other at least three months’ prior notice in writing.

Details of the appointments of the independent non-executive Directors are set out

in the Corporate Governance Report on pages 20 to 26 of this annual report.

Save as aforesaid, none of the Directors proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract which is not determinable
by the Company or any of its subsidiaries within one year without payment of

compensation, other than normal statutory obligations.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2011, the interests of the Directors and the chief executives
and their associates in the shares, underlying shares and debentures of the Company
or its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO™)), as
recorded in the register maintained 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, were as follows:

Directors’ Report
EEERE

EERFETRARZRG - HBKRHG
kEZ#ER

RZB——F+-RA=+—-H EFRFET
BABRARRHAEMAERZE (&R GE
FRHEEIEXN) D) (BRERFSNE)
((EHRHEEND) 2B - HERN kES
B BEREGES RS ERD) E352(KFA
MEMFLECMH  IRBEFETAENER
RR R ESEIMT -

Percentage
of the

Company’s issued
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Liao Chao-Ping Personal 5,000,000 1.979%
BT fEA
Chen Shen-Tien Corporate (Notes (1) and (2)) 35,250,000 13.955%
PR 2 (ME0RE2)
Fan Ping-Yi Corporate (Notes (1) and (2)) 24,500,000 9.699%
SEEF 2 (BEEM&kE2)
Yang Ching Shou Corporate (Notes (1) and (2)) 24,500,000 9.699%
BES ~E (B EEMR(2)
Chen Ming-Chuan Corporate (Notes () and (2)) 18,375,000 7.274%
PRt E A (B k2)
Yu Shih-Pi Corporate (Notes (1) and (2)) 14,875,000 5.889%
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES,

UNDERLYING SHARES AND DEBENTURES (Contd)
Notes:

[ As at 31 December 2011, Mr. Chen Shen-Tien is the sole shareholder of Red Coral
Financial Limited which holds 35,250,000 shares, representing a 13.955% interest in the
Company. Mr. Fan Ping-Yi is the sole shareholder of Sapphire World Investment Limited
which holds 24,500,000 shares, representing a 9.699% interest in the Company. Mr.Yang
Ching Shou is the sole shareholder of Legend Isle Technology Limited which holds
24,500,000 shares, representing a 9.699% interest in the Company. Mr. Chen Ming-
Chuan is the sole shareholder of Star Channel Technology Limited which holds
18,375,000 shares, representing a 7.274% interest in the Company. Mr. Yu Shih-Pi is the
sole shareholder of Star Orient Global Limited which holds 14,875,000 shares,
representing a 5.889% interest in the Company.

2. According to the register of substantial shareholders required to be maintained under
Section 336 of the SFO, the Company has been notified of these interests, being 5% or

more of the issued share capital of the Company.

Save as disclosed above, as at 3|1 December 2011, none of the Directors or chief
executive of the Company had registered an interest or short position in the shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), as recorded in the
register required to be kept 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.

DIRECTORS’ AND CHIEF EXECUTIVES’ RIGHTS TO ACQUIRE SHARES
At no time during the year ended 31 December 2011 was the Company or any of
its subsidiaries a party to any arrangement to enable the Directors or chief
executives of the Company or their associates to acquire benefits by means of the

acquisition of shares in or debentures of the Company or any other body corporate.
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SUBSTANTIAL INTERESTS IN THE SHARES AND UNDERLYING
SHARES

As at 31 December 2011, in addition to those interests as disclosed above in
respect of the Directors, the interests or short positions in the shares and
underlying shares of the substantial shareholders of the Company as recorded in the
register of interests required to be kept by the Company pursuant to Section 336 of
the SFO, the Company had been notified of the following interests, being 5% or

more in the issued share capital of the Company:

Name

=1
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Percentage of
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Red Coral Financial Limited
Sapphire World Investment Limited
Legend Isle Technology Limited
Star Channel Technology Limited
Star Orient Global Limited

35,250,000 13.955%
24,500,000 9.699%
24,500,000 9.699%
18,375,000 7.274%
14,875,000 5.889%

Note:

[ As at 31 December 2011, Mr. Chen Shen-Tien is the sole shareholder of Red Coral
Financial Limited which holds 35,250,000 shares, representing a 13.955% interest in the
Company. Mr. Fan Ping-Yi is the sole shareholder of Sapphire World Investment Limited
which holds 24,500,000 shares, representing a 9.699% interest in the Company. Mr. Yang
Ching Shou is the sole shareholder of Legend Isle Technology Limited which holds
24,500,000 shares, representing a 9.699% interest in the Company. Mr. Chen Ming-
Chuan is the sole shareholder of Star Channel Technology Limited which holds
18,375,000 shares, representing a 7.274% interest in the Company. Mr. Yu Shih-Pi is the
sole shareholder of Star Orient Global Limited which holds 14,875,000 shares,
representing a 5.889% interest in the Company.
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SUBSTANTIAL INTERESTS IN THE SHARES AND UNDERLYING
SHARES (Cont'd)

Save as disclosed above, the Directors were not aware of any other person (other
than the Directors or the chief executives of the Company or their associates) who
had an interest or short position in the shares or underlying shares of the Company

as recorded in the register required to be kept under Section 336 of the SFO.

AUDIT COMMITTEE

The Company established an audit committee in 1999 with written terms of
reference pursuant to Rules 5.28 and 5.33 of the GEM Listing Rules and Rules 3.21
to 3.23 of the Listing Rules. The audit committee comprises 3 independent non-
executive Directors namely Ms. Chiu Kam Hing, Kathy, Mr. Chang Long-Teng and Mr.
Hsieh Billy Shao-Ven. Ms. Chiu Kam Hing, Kathy is the chairman of the audit

committee.

One of the duties of the audit committee is to review and supervise the financial
reporting process and internal control systems of the Group, and to provide advice
and comments to the Board. The audit committee has reviewed the Group's audited

consolidated results and annual report for the year ended 31 December 201 .

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last
five financial years, as extracted from the published audited financial statements and
restated/reclassified as appropriate, is set out on pages |17 to 18 of the annual

report. This summary does not form part of the audited financial statements.
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PROPERTIES

LES

Location Existing use Term of lease

i B ERAR HEHR

Leasehold land and buildings:

HETHREE

26/F, World Plaza, No. 855 Pudong South Road, Shanghai, the PRC Office building Medium

R ER AR 855 SR RE S 26 18 Mo T8

Investment properties:

REME

25/F and 10 parking spaces at basement 2, World Plaza, Office building Medium
No. 855 Pudong South Road, Shanghai, the PRC mA ]

o B LR SR A B% 855 SRt RS 26 B R T — B H) +EE

RETIREMENT SCHEMES
Details of the Group’s retirement schemes during the year are set out in Note 13 to

the financial statements.

EMOLUMENT POLICY
The emolument policy regarding the employees of the Group is formulated by the
remuneration committee and is based on the merit, qualifications and competence

of the employees.

The emoluments of the Directors are decided by the remuneration committee,
having regard to the Company’s operating results, individual performance and

comparable market statistics.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

For the year ended 3| December 201 |, the Directors are not aware of any business
or interest of the Directors, the management shareholders and their respective
associates (as defined under the Listing Rules) that compete or may compete with
the business of the Group and any other conflicts of interests which any such

person has or may have with the Group.
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CORPORATE GOVERNANCE
A report on the principal corporate governance practices adopted by the Company

is set out on pages 20 to 26 of the annual report.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the best
of the Directors' knowledge, as at the date of this annual report, there was a
sufficient prescribed public float of the issued shares of the Company under the

Listing Rules.

SUBSEQUENT EVENTS

On 6 February 2012, two wholly-owned subsidiaries of the Company subscribed for
the unlisted investment fund managed by a bank in the PRC which will mature on 26
April 2012, at a total consideration of RMB27,000,000 for investment purpose (the
“Subscription”). The Subscription constitutes a discloseable transaction under the
Listing Rules and details of the transactions were disclosed in the Company's

announcements dated 6 February 2012 and 22 March 2012.

AUDITOR
The financial statements have been audited by BDO Limited. A resolution will be
proposed at the forthcoming annual general meeting to re-appoint BDO Limited as

the Company’s auditor.

By Order of the Board
Liao Chao-Ping

Chairman

Shanghai, the PRC
23 March 2012
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Independent Auditor’s Report

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk
R

E&G - +852 2218 8288
{8HE : +852 2815 2239
www.bdo.com.hk

TO THE SHAREHOLDERS OF QIANLONG TECHNOLOGY INTERNATIONAL
HOLDINGS LIMITED

(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Qianlong Technology
International Holdings Limited (the “Company”) and its subsidiaries (hereinafter
referred to as the "Group”) set out on pages 39 to |16, which comprise the
consolidated and company statements of financial position as at 31 December 201 [,
and the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and other

explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

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

contents of this report.

B % R &

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EETHEER1115E
IKLHIDH2518
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Independent Auditor’s Report
B A% A R

AUDITOR’S RESPONSIBILITY (Contd)

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

are free from material misstatement.

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

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our audit opinion.

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 201 | 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.

BDO Limited

Certified Public Accountants

Li Pak Ki

Practising Certificate Number: PO1330

Hong Kong, 23 March 2012
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Consolidated Statement of Comprehensive Income
MERHEWER

For the year ended 31 December 201 |
BE_T A=+ BILERE

Notes 2011 2010
k3 —g--¢  -%-%
RMB’000 RMB'000
AR®TR ARBETT
Turnover R 7 116,730 112,436
Cost of sales HERAR (33,836) (30,586)
Gross profit ER 82,894 81,850
Other income Hip A 8 14,822 15,281
Other gains and losses H o U 2 K% B 18 9 96 261
Selling and distribution costs HE R KA (34,507) (42,668)
Administrative expenses TBFAX (41,171) (30,570)
Profit before income tax BRBLAT B R 10 22,134 24,154
Income tax BIKE) l4(a) (1,164) (1,580)
Profit for the year FEERA 16 20,970 22,574
Other comprehensive income for the year AEHMEE RS
Exchange differences on MEBIIEBZ
translating foreign operations EHER (1,159) (1,028)
Total comprehensive income for the year FEREHRBRE 19,811 21,546
Earnings per share BRER
— Basic and diluted —EAR#EE |7 AR AR
RMB0.0830 RMB0.0894
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Consolidated Statement of Financial Position
e B S AROR 3
As at 31 December 201 |

R=F——F+-A=+—-H

Notes 2011 2010
e c®--%  —F-%F
RMB’000 RMB’000

ARBTR ARETT

Non-current assets FRBEE

Property, plant and equipment Mm% BB RRE 18 30,454 33,456

Investment properties REME 19 16,397 =

Prepaid lease payments EREE 20 39,697 —

Deposit paid for acquisition of BHELHR

leasehold land and buildings BERS — 3,000

Total non-current assets FRBEELE 86,548 36,456
Current assets RBEE

Inventories FE 22 79 76

Trade and other receivables B 5 R EH A YR 23 7,907 6,873

Deposits and prepayments e REMNK 4,540 3,179

Investments held for trading EORAIRE 24 8,000 8,000

Cash and cash equivalents RekBReEEY 25 130,891 161,883
Total current assets RBEEHRE 151,417 180,011
Total assets EERE 237,965 216,467
Current liabilities RBAE

Trade and other payables B 5 R HE MM 26 14,630 13,267

Deferred revenue EEWA 27 49,340 49,647

Tax payable FEf IR 547 2,557
Total current liabilities RBREGELAE 64,517 65,471
Net current assets RBEEFE 86,900 114,540
Total assets less current liabilities EEAERRBEE 173,448 150,996

n Qianlong Technology International Holdings Limited LENKERERBERAR



Consolidated Statement of Financial Position

me BT

As at 31 December 2011

R=F—%+=-fA=1—H

Notes 2011 2010
e —e--%  -%-%
RMB’000 RMB’'000

ARBTR ARETT

Non-current liabilities FRBEE

Deferred revenue BT A 27 8,256 6,528

Deferred tax liabilities REFHIBAEE I5 1,268 355
Total non-current liabilities FRBEBAE 9,524 6,883
Total liabilities BEAE 74,041 72,354
NET ASSETS BEEFRAE 163,924 144,113
Equity attributable to owners of the Company EAREAAEGER

Share capital LN 28 26,128 26,128

Reserves i 137,796 117,985
TOTAL EQUITY EmiaE 163,924 144,113

These financial statements were approved and authorised for issue by the board of EEeRN_T——_FZA-t=-BiIbELEE

directors on 23 March 2012.

Liao Chao-Ping
BEF

Director

EF

Yang Ching Shou
BES
Director

EF

Annual Report 2011 —E——EEFR “



Statement of Financial Position
B F& AR R 3R
As at 31 December 201 |

R=F——F+=-A=1+—H

Notes 2011 2010
e c®--%  —F-%F
RMB’000 RMB’000

ARBTR ARETT

Non-current assets FRBEE

Interests in subsidiaries NI EPNGIPA 21 23,052 24,195
Current assets REBEE

Prepayments R = 30

Cash and cash equivalents HekReFEEY 25 1,912 4,837
Total current assets RBEEHAE 1,912 4,867
Total assets BEEH#E 24,964 29,062
Current liabilities REAE

Trade and other payables B 5 R HE MM 26 160 92

Amounts due to subsidiaries FEASHBfT /B 2 B 5108 21 2,738 3,079
Total current liabilities REBEEAE 2,898 3,171
Net current (liabilities)/assets nE (BfE) EERE (986) 1,696
NET ASSETS EEFE 22,066 25,891
Equity attributable to owners of the Company FARBEAEGES

Share capital R 28 26,128 26,128

Reserves [ 29 (4,062) (237)
TOTAL EQUITY ERER 22,066 25,891

These financial statements were approved and authorised for issue by the board of EEeR 2 —HF-A-t-HAETRE

directors on 23 March 2012. FIZE MBI AR K
Liao Chao-Ping Yang Ching Shou

BaT BER

Director Director

Ex EF

n Qianlong Technology International Holdings Limited RIERRERERARD A



Consolidated Statement of Changes in Equity
MERRBER

For the year ended 31 December 201 |

HE-T——F+-A=1—ALFE

Reserves
fkfa
Share Share  Exchange  General Merger  Retained Total
capital  premium reserve reserve reserve profits equity

ke BRASE HNERE -REE SHEE RERN BR4E

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

ARETT AR%TR AR%TR AR%TR AR%TR AR%TR AR%TR
(Note 28) (Note 29(a)) (Note 29(b)) (Note 29(c)) (Note 29(d))
(W3 28) (FisE 29(a)) (BIzE 29(0)) (B3E 29(c)) (B3 29(d))

Balance at | January 2010 R=%-2%-H-H 26,128 44939 (3683) 14017 24,598 27586 133,585
Profit for the year EERA — — — — — 22,574 22,574
Other comprehensive income E2ENE — — (1,028) — — — (1,028)
Total comprehensive income SENGERE — — (1,028) — — 20,574 21,546
Interim dividend paid (Note 29) XFAFERE (Fia 29) —  (11018) — — — —  (11018)
Appropriation B - - — 3856 — (3856) —

Balance at 31 December 2010 R-E-EF5+-fA=1-H

nalllnzeiol R-8--%£-F-A %028 33921 (@711) 17873 4598 46304 144113
Profit for the year FERF = = = = = 20,970 20,970
Other comprehensive income E2EkE — — (1,159) — — - (1,159)
Total comprehensive income 2ENEAR — — (1,159) — — 20,970 19811
Appropriation BX = = — 3,438 — (3,438) —
Balance at 3| December 201 | R=B--%

+ZA=1-H 26,128 33921 (5,870) 21,311 24,598 63,836 163,924

Annual Report 2011 —E——EEFR n



Consolidated Statement of Cash Flows
MEBEESRER

For the year ended 31 December 201 |

B=-T——5+t-A=t-BI&EE

Notes 2011 2010
P & —2——F —F-FF
RMB’000 RMB'000
ARBTR ARETT
Cash flows from operating activities REFTHZRER
Profit before income tax B 7% Al 22 7 22,134 24,154
Adjustments for: FHEIER
Interest income LS A 8 (2,741) (2,132)
Impairment loss on trade receivables B IR R EREE 10 10 39
Recovery of impairment loss on trade wEBERE S
receivables previously recognised W R 2 BB 10 (2) —
Gain on disposal of investments held for trading HEESHAZREBA 9 (280) (261)
Write off of property, plant and equipment M - BB KR 9 184 —
Depreciation of property, plant and equipment MmE - BERRBZHE 10 4,572 4,171
Depreciation of investment properties REMEZNE 10 513 —
Amortisation of prepaid lease payments ENHE 2 #H 10 1,366 —
Operating cash flows before working capital changes REBIE S Z R A 2L ER SN 25,756 25971
(Increase)/decrease in inventories rE (Em R (3) |
Increase in trade and other receivables B 5 I H h FE UL AN (1,042) (2,549)
Decrease in deposits and prepayments e RkBRRZRD 8 2,098
Decrease in investments held for trading BERBZRERD 280 26
Increase in trade and other payables B 5 I E e L AN 1,363 4,390
Increase in deferred revenue EEWA 2 38 0 1,421 16,614
Effect of foreign exchange rate changes SNEERXEE  HE (791) (370)
Cash generated from operations REXBEEZRE 26,992 46,416
Income tax paid, net BRI FEHFHE (2,261) (1,810)
Net cash generated from operating activities REXBELECREFE 24,731 44,606

n Qianlong Technology International Holdings Limited RIERRERERARD A



Consolidated Statement of Cash Flows
GEBRERER

For the year ended 31 December 201 |

BE-E——45+-A=t+-BI5E

Notes 2011 2010
e —e--%  -%-%
RMB’000 RMB’'000

ARBTR ARETT

Cash flows from investing activities REFHZRER
Deposit paid for the acquisition of BHELHR
leasehold land and buildings rERE — (3,000)
Payments to acquire property, BEWE BEX
plant and equipment B3PANE S (1,754) (2,541
Payments to acquire investment properties BEREME
and related prepaid lease payments FHBENEE 2 7 (56,342) =
Interest received BIELZ 7 & 2,741 2,132
Net cash used in investing activities REFHERAZRELFH (55,355) (3,409)
Cash flows from financing activities METHRER
Dividends paid to owners of the Company ENRATEEAZKRE — (11,018)
Net (decrease)/increase in RBeRAEEEYZ
cash and cash equivalents (H2) /BmEeE (30,624) 30,179
Cash and cash equivalents at beginning of year FOZRERREEEY 161,883 132,362
Effect of exchange rate changes on HEEXZSLHRER
cash and cash equivalents ReEEN2TE (368) (658)
Cash and cash equivalents at end of year FRAZRERRALEEY 130,891 161,883
Analysis of the balances of REeRBRLEEY
cash and cash equivalents BBz 25
Cash and bank balances Re RFITHRE 22,266 24614
Time deposits with original maturity of less REUSR=E AR
than three months when acquired 3z EHFER 108,625 137,269

130,891 161,883

Annual Report 2011 —E——EEFR ﬂ



Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |
—2——%t=A=1-A

CORPORATE INFORMATION

The Company was incorporated as an exempted company with limited liability
in Cayman Islands on 6 May 1998 under the Companies Law Chapter 22 (Law
3 of 1961, as consolidated and revised) of Cayman Islands. The registered office
of the Company is located at PO Box 309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands.

The Company’s shares were listed on the Growth Enterprise Market (“GEM")
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange") since 17
December 1999. On 18 August 201 |, the Company’s shares were successfully
migrated from the GEM of the Stock Exchange to the Main Board of the Stock
Exchange (the "Main Board”). Further details are set out in the Company’s
announcement dated 19 August 201 |. The last trading date of the Company’s
shares on the GEM was 26 August 201 |.

The Company is an investment holding company. The principal activities of the
Group are the research, development and distribution of software, and the
provision of related maintenance, usage and information services in the

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

The principal activities of the subsidiaries are set out in Note 2| to the

financial statements.

n Qianlong Technology International Holdings Limited RIERRERERARD A
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Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |
—?——£+=A=+-A

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RAEBEBEBHMEER
STANDARDS (“HKFRSs”)

(a) Adoption of new/revised HKFRSs — effective | January 2011 (a) BRAHFT/ BEBEINEBHERSE

In the current vyear, the Group has adopted the following new/revised
Hong Kong Financial Reporting Standards (“HKFRSs"), which collective
term includes all applicable individual Hong Kong Financial Reporting
(“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public

Standards, Hong Kong Accounting Standards

Accountants that are relevant to the Group's operations and effective for

the current accounting period.

HKFRSs (Amendments) Improvements to HKFRSs 2010

HK(IFRIC) — Interpretation 19 Extinguishing Financial Liabilities
with Equity Instruments

HKAS 24 (Revised) Related Party Disclosures

Except as explained below, the adoption of these new/revised standards
and interpretations has no significant impact on the Group's financial

statements.

ER-#-F--5—-A—-HHRARK
EX
AEBEEMFERBERETHRS
TATHA/ BETOEEHBER
R ZEAMERREENE
AFEEMBNAEBRARE L
RERBzREEMEAMAE %
HOMBEERCERRBREE
Bl - BR G EM([FRERE
B R -

EANERE —T-SEHEY
8 (1831 BRE %R 2
5 (AREE  AERIEENSR
BEEAZE AR
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F24%

G5

Annual Report 2011 —E——EEFR



Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |
—2——%t=A=1-A

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Cont'd)

()

Adoption of new/revised HKFRSs — effective | January 2011 (Contd)

HKAS 24 (Revised) — Related Party Disclosures

HKAS 24 (Revised) amends the definition of related party and clarifies its
meaning. This may result in changes to those parties who are identified as
being related parties of the reporting entity. The Group has amended its
accounting policies on related parties accordingly. The Group has
reassessed the identification of its related parties in accordance with the
revised definition and concluded that the revised definition does not have
any material impact on the Group's related party disclosures in the

current and previous years.

HKAS 24 (Revised) also introduces simplified disclosure requirements
applicable to related party transactions where the Group and the
counterparty are under the common control, joint control or significant
influence of a government, government agency or similar body. These new
disclosures are not relevant to the Group because the Group is not a

government related entity.

n Qianlong Technology International Holdings Limited RIERRERERARD A
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (Cont'd)

(b)

Notes to the Financial Statements
BF 7 3R 3% MY &

New/revised HKFRSs that have been issued but are not yet effective

The following new/revised HKFRSs, potentially relevant to the Group's

financial statements, have been issued, but are not yet effective and have

not been early adopted by the Group.

Amendments to HKFRS 7

Amendments to HKFRS 7

Amendments to HKAS 12

Amendments to HKAS | (Revised)

Amendments to HKAS 32

HKFRS 9

HKFRS 10

HKFRS 12

HKFRS 13

HKAS 27 (2011)

Disclosures — Transfer of
Financial Assets'
Disclosures — Offsetting Financial

Assets and Financial Liabilities*

Deferred Tax — Recovery of
Underlying Assets?
Presentation of ltems of Other

Comprehensive Income?

Presentation — Offsetting Financial

Assets and Financial Liabilities®

Financial Instruments®

Consolidated Financial Statements*

Disclosure of Interests in Other
Entities*

Fair Value Measurement*

Separate Financial Statements*

31 December 201 |
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Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |
—2——%t=A=1-A

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RG4EBESBHBHREER (&)
STANDARDS (“HKFRSs”) (Cont'd)

(b) New/revised HKFRSs that have been issued but are not yet effective (b) BEMEMREROHT BITE
(Contd) BREHRERER (&)

‘ Effective for annual periods beginning on or after | July 2011 T ORZE——FtrA-RARHEERRG
ZFE BB AR

2 Effective for annual periods beginning on or after | January 2012 2 RIE-—F—-FR—HuEEMRR
ZEEHRE AR

2 Effective for annual periods beginning on or after | July 2012 S RZE-—HF+A-HIHERR
ZEEHEAER

g Effective for annual periods beginning on or after | January 2013 ¢ RZE-=F-A-HIHRERR
ZFE BB AR

s Effective for annual periods beginning on or after | January 2014 5 RIZ-NF-RA—-HEERRK
ZEEHRE AR

& Effective for annual periods beginning on or after | January 2015 ¢ RZE-AF-A-HIHERRK
ZEEHEAER

Amendments to HKFRS 7 - Disclosures — Transfers of Financial Assets BB MG ERETT 2 5] —

BE-BRETHEAE

The amendments to HKFRS 7 improve the disclosure requirements for BB BIwEENETR 2Bk

transfer transactions of financial assets and allow users of financial TeRMEBEBRERINKEZRL

statements to better understand the possible effects of any risks that may BAFMBERERNERE L RRE

remain with the entity on transferred assets. The amendments also EEERN B E A E R 7] 82

require additional disclosures if a disproportionate amount of transfer TE - ZBNARERRSE HAE

transactions are undertaken around the end of a reporting period. ENTHNEER I BOAEMLA

TR RERINIE

Amendments to HKAS |2 - Deferred Tax — Recovery of Underlying Assets BE G ERE 129 2 (57T — B
WHE - U EHEEE
The amendments to HKAS 12 introduce a rebuttable presumption that BRETEE12RNEITNAT
an investment property is recovered entirely through sale. This BT —EREMEANE
presumption is rebutted if the investment property is depreciable and is BEETEWE - MRBEEMER
held within a business model whose objective is to consume substantially MFrEYBERE 2 XBKEANA
all of the economic benefits embodied in the investment property over HRAEHBBEAENLEMNREER
time, rather than through sale. The amendments will be applied E-BEREAANNRENE IR
retrospectively. BBHE - BB BT A ARES

ARAETRENER -

n Qianlong Technology International Holdings Limited RIERRERERARD A



Notes to the Financial Statements

2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Cont'd)

(b)

New/revised HKFRSs that have been issued but are not yet effective
(Contd)

Amendments to HKAS | (Revised) - Presentation of Items of Other
Comprehensive Income

The amendments to HKAS | (Revised) require the Group to separate
items presented in other comprehensive income into those that may be
reclassified to profit and loss in the future (e.g. revaluations of available-
for-sale financial assets) and those that may not (e.g. revaluations of
property, plant and equipment). Tax on items of other comprehensive
income is allocated and disclosed on the same basis. The amendments

will be applied retrospectively.

HKFRS 9 - Financial Instruments

Under HKFRS 9, financial assets are classified into financial assets
measured at fair value or at amortised cost depending on the entity’s
business model for managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value gains or losses will be
recognised in profit or loss except for those non-trade equity
investments, which the entity will have a choice to recognise the gains
and losses in other comprehensive income. HKFRS 9 carries forward the
recognition, classification and measurement requirements for financial
liabilities from HKAS 39, except for financial liabilities that are designated
at fair value through profit or loss, where the amount of change in fair
value attributable to change in credit risk of that liability is recognised in
other comprehensive income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 retains the requirements in

HKAS 39 for derecognition of financial assets and financial liabilities.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Cont'd)

(b)

New/revised HKFRSs that have been issued but are not yet effective
(Contd)
HKFRS 10 - Consolidated Financial Statements

HKFRS 10 introduces a single control model for consolidation of all
investee entities. An investor has control when it has power over the
investee (whether or not that power is used in practice), exposure or
rights to variable returns from the investee and the ability to use the
power over the investee to affect those returns. HKFRS 10 contains
extensive guidance on the assessment of control. For example, the
standard introduces the concept of “de facto” control where an investor
can control an investee while holding less than 50% of the investee's
voting rights in circumstances where its voting interest is of sufficiently
dominant size relative to the size and dispersion of those of other
individual shareholders to give it power over the investee. Potential
voting rights are considered in the analysis of control only when these
are substantive, i.e. the holder has the practical ability to exercise them.
The standard explicitly requires an assessment of whether an investor
with decision making rights is acting as principal or agent and also
whether other parties with decision making rights are acting as agents of
the investor. An agent is engaged to act on behalf of and for the benefit
of another party and therefore does not control the investee when it
exercises its decision making authority. The implementation of HKFRS [0
may result in changes in those entities which are regarded as being
controlled by the Group and are therefore consolidated in the financial
statements. The accounting requirements in the existing HKAS 27 on
other consolidation related matters are carried forward unchanged.
HKFRS 10 is applied retrospectively subject to certain transitional

provisions.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RG4BFHBHBREER (&)
STANDARDS (“HKFRSs”) (Contd)

(b) New/revised HKFRSs that have been issued but are not yet effective (b) BEMEEREROHT BITE
(Cont'd) BRBREED (&)
HKFRS 2 - Disclosure of Interests in Other Entities BB BREEAE12% - REM

ERZBERE

HKFRS 12 integrates and makes consistent the disclosures requirements BEEMBHSENR12REBEEH
about interests in subsidiaries, associates and joint arrangements. It also RIBAR  BERAIREELH
introduces new disclosure requirements, including those related to CRERZBRERE  LREBRT
unconsolidated structured entities. The general objective of the standard BEH—3 - ZERMS| AFRER
is to enable users of financial statements to evaluate the nature and risks T BREBEGAFEAEER
of a reporting entity’s interests in other entities and the effects of those CRERT - ZERZ—KRARR
interests on the reporting entity's financial statements. LHBREEREANEZRER
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Cont'd)

(b)

New/revised HKFRSs that have been issued but are not yet effective
(Contd)
HKFRS |3 - Fair Value Measurement

HKFRS |3 provides a single source of guidance on how to measure fair
value when it is required or permitted by other standards. The standard
applies to both financial and non-financial items measured at fair value
and introduces a fair value measurement hierarchy. The definitions of the
three levels in this measurement hierarchy are generally consistent with
HKFRS 7 “Financial Instruments: Disclosures”. HKFRS |3 defines fair value
as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date (i.e. an exit price). The standard removes the
requirement to use bid and ask prices for financial assets and liabilities
quoted in an active market. Rather the price within the bid-ask spread
that is most representative of fair value in the circumstances should be
used. It also contains extensive disclosure requirements to allow users of
the financial statements to assess the methods and inputs used in
measuring fair values and the effects of fair value measurements on the
financial statements. HKFRS |3 can be adopted early and is applied

prospectively.

The Group is in the process of making an assessment of the potential
impact of these new/revised HKFRSs in the period of their initial

application.
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3.

4.

Notes to the Financial Statements

BASIS OF PREPARATION

(@)

Statement of compliance

The financial statements have been prepared in accordance with all
applicable HKFRSs and the disclosure requirements of Hong Kong
Companies Ordinance. The financial statements also comply with the
applicable disclosure provisions of the Rules Governing the Listing of

Securities on the Stock Exchange (the “Listing Rules").

Basis of measurement
The financial statements have been prepared under the historical cost
convention, as modified for certain financial instruments which are

carried at fair value.

SIGNIFICANT ACCOUNTING POLICIES

(@)

Business combination and basis of consolidation

The consolidated financial statements comprise the financial statements
of the Company and its subsidiaries (the “Group”). Inter-company
transactions and balances between group companies together with
unrealised profits are eliminated in full in preparing the consolidated
financial statements. Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the asset transferred, in

which case the loss is recognised in profit or loss.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated statement of comprehensive income from
the effective dates of acquisition or up to the effective dates of disposal,
as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with

those used by other members of the Group.
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4!

SIGNIFICANT ACCOUNTING POLICIES (Contd)

(@)

Business combination and basis of consolidation (Cont'd)

Acquisition of subsidiaries or businesses is accounted for using the
acquisition method. The cost of an acquisition is measured at the
aggregate of the acquisition-date fair value of assets transferred, liabilities
incurred and equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are principally
measured at acquisition-date fair value. The Group's previously held
equity interest in the acquiree is re-measured at acquisition-date fair
value and the resulting gains or losses are recognised in profit or loss. The
Group may elect, on a transaction-by-transaction basis, to measure the
non-controlling interest either at fair value or at the proportionate share
of the acquiree’s identifiable net assets. All other non-controlling interests
are measured at fair value unless another measurement basis is required
by HKFRSs. Acquisition-related costs incurred are expensed unless they
are incurred in issuing equity instruments in which case the costs are

deducted from equity.

Any contingent consideration to be transferred by the acquirer is
recognised at acquisition-date fair value. Subsequent adjustments to
consideration are recognised against goodwill only to the extent that
they arise from new information obtained within the measurement
period (a maximum of 12 months from the acquisition date) about the
fair value at the acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a liability are recognised

in profit or loss.

Contingent consideration balances arising from business combinations
whose acquisition dates preceded | January 2010 (i.e. the date the
Group first applied HKFRS 3 (2008)) have been accounted for in
accordance with the transition requirements in the standard. Such
balances are not adjusted upon first application of the standard.
Subsequent revisions to estimates of such consideration are treated as
adjustments to the cost of these business combinations and are

recognised as part of goodwill.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(@)

Business combination and basis of consolidation (Contd)

Changes in the Group's interests in subsidiaries that do not result in a
loss of control are accounted for as equity transactions. The carrying
amounts of the Group's interest and the non-controlling interest are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-
controlling interest is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed to owners

of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate of the
fair value of the consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-controlling interest.
Amounts previously recognised in other comprehensive income in
relation to the subsidiary are accounted for in the same manner as would

be required if the relevant assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-controlling
interest is the amount of those interests at initial recognition plus the
non-controlling interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling interests even if

this results in the non-controlling interest having a deficit balance.

Subsidiaries

Subsidiaries are entities in which the Group has the power to govern the
financial and operating policies, so as to obtain benefits from their
activities. In assessing control, potential voting rights that are presently

exercisable are taken into account.

Investments in subsidiaries are included in the Company's statement of
financial position at cost less any impairment loss. The results of
subsidiaries are accounted for by the Company on the basis of dividends

received and receivable,
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(c) Goodwill
Goodwill arising on the acquisition of a subsidiary represents the excess
of the aggregate of the fair value of consideration transferred, the
amount recognised for non-controlling interest and the fair value of the
Group's previously held equity interest in acquiree over the fair value of
the identifiable assets, liabilities and contingent liabilities of the subsidiary
acquired. Goodwill is initially recognised as an asset at cost and is

subsequently measured at cost less any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of
the Group's cash-generating units expected to benefit from the synergies
of the combination. Cash-generating units to which goodwill has been
allocated are tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the recoverable
amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to other assets of
the unit pro-rata on the basis of the carrying amount of each asset in the
unit. An impairment loss recognised for goodwill is not reversed in a

subsequent period.

Where the fair value of the identifiable assets, liabilities and contingent
liabilities acquired exceeds the aggregate of the fair value of
consideration transferred, non-controlling interest and fair value of the
Group's previously held interest in the acquiree, the excess is recognised

in profit or loss, after re-assessment.

On the disposal of a subsidiary, the attributable amount of goodwill is

included in the determination of the profit or loss on disposal.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(d)

Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated
depreciation and any impairment losses. The cost of an asset comprises
its purchase price and any directly attributable costs of bringing the asset
to its present working condition and location for its intended use.
Expenditure incurred after the asset has been put into operation, such as
repairs and maintenance and overhaul costs, is recognised in profit or loss
in the year in which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of the

assets, the expenditure is capitalised as an additional cost of the asset.

The land and building elements of a lease of land and building are
considered separately for the purpose of lease classification, unless the
lease payments cannot be allocated reliably between the land and
building elements, in which case, the entire lease is generally treated as a

finance lease and accounted for as property, plant and equipment.

Depreciation is charged so as to write off the cost of assets over their
estimated useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis. The principal annual rates are as

follows:

Leasehold land and buildings 5%

Leasehold improvements 20% or shorter of the lease term

Computer equipment 20% - 33.33%

Furniture, fixtures and

office equipment 20% - 33.33%
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(d) Property, plant and equipment (Cont'd)
An asset is written down immediately to its recoverable amount if its

carrying amount is higher than the asset's recoverable amount.

The gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is

recognised in profit or loss.

(e) Investment properties
Investment properties are properties held either to earn rentals or for
capital appreciation or for both, but not held for sale in the ordinary
course of business, use in the production or supply of goods or services
or for administrative purposes. Investment properties are stated at cost
less subsequent accumulated depreciation and subsequent accumulated
impairment losses, if any. Depreciation is charged so as to write off the
cost of investment properties net of expected residual value over the
estimated useful live using straight-line method. The useful live, residual
value and depreciation method are reviewed, and adjusted if appropriate,

at the end of each reporting period.

(f) Prepaid lease payments
Prepaid lease payments represent payments for land use rights to the
PRC government authorities in respect of the investment properties held
by the Group. They are stated at cost and are amortised over the period

of the lease on a straight-line basis, net of any impairment losses.
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4

Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Contqd)

(g)

Impairment of assets excluding goodwill

At the end of each reporting period, the Group reviews the carrying
amounts of its assets to determine whether there is any indication that
those assets have suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have decreased. If any such
indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-generating unit
to which the asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the
smallest group of cash-generating units for which a reasonable and

consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value
in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the
risks specific to the asset for which the estimates of future cash flows

have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or cash-generating unit) is reduced to its recoverable amount. An

impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of
the asset (or cash-generating unit) is increased to the revised estimate of
its recoverable amount to the extent that the increased carrying amount
does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (or cash-
generating unit) in prior years. A reversal of an impairment loss is

recognised immediately in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(h) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost
is calculated using the weighted average method of costing and includes
all costs incurred in bringing the goods to their present location and
condition. Net realisable value is based on estimated normal selling prices
in the ordinary course of business, less further costs expected to be
incurred to completion and disposal. Provision is made for obsolete, slow

moving or defective items where appropriate.

When inventories are sold, the carrying amount of those inventories is
recognised as an expense in the year in which the related revenue is
recognised. The amount of any write down of inventories to net
realisable value and all losses of inventories are recognised as an expense
in the year the write down or loss occurs. The amount of any reversal of
any write down of inventories, arising from an increase in net realisable
value, is recognised as a reduction in the amount of inventories

recognised as an expense in the year in which the reversal occurs.

(i)  Financial assets
Financial assets are recognised and derecognised on trade date where
the purchase or sale of a financial asset is under a contract whose terms
require delivery of the investment within the timeframe established by
the market concerned, are initially measured at fair value, plus transaction
costs, except for those financial assets classified as at fair value through
profit or loss, which are initially measured at fair value. These financial
assets are subsequently accounted for as follows, depending on their

classification:
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SIGNIFICANT ACCOUNTING POLICIES (Contd) 4. TEEHBE &)
(i)  Financial assets (Cont'd) (i) ¢MEE &)
(i) Financial assets at fair value through profit and loss ()  UAFEEHAARRXZ TR
BE
Financial assets are classified as at fair value through profit or loss NRFEEFABREZZER
where the financial asset is either held for trading or it is designated BEBRKERSGZEERE
as at fair value through profit or loss. Financial assets at fair value EAAFEEFABRZE
through profit or loss are stated at fair value, with any resultant gain B LRAFEBEFABRERZ
or loss recognised in profit or loss. The net gain or loss recognised PREENATEERRL - &
in profit or loss incorporates any dividend or interest earned on the BRkPEDHEREBASLE
financial assets. B ABRRRPRIAZBAKR
FREEREELSEREEM
R ER RS HME -
(i) Loans and receivables (i) E#REREL

Trade and other receivables that have fixed or determinable
payments that are not quoted in an active market are classified as
loans and receivables. Loans and receivables are measured at
amortised cost using the effective interest method, less any
impairment. Interest income is recognised by applying the effective
interest rate, except for short-term receivables when the

recognition of interest would be immaterial.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(i) Financial assets (Cont'd)
(iii)  Impairment of financial assets
Financial assets, other than those at fair value through profit or loss,
are assessed for indicators of impairment at the end of each
reporting period. Financial assets are impaired where there is
objective evidence that as a result of one or more events that
occurred after the initial recognition of the financial asset, the

estimated future cash flows of the investment have been impacted.

Objective evidence of impairment could include:

— significant financial difficulty of the issuer or counterparty;
— default or delinquency in interest or principal payments;
— it becoming probable that the borrower will enter bankruptcy

or financial re-organisation; or

— significant changes in the technological, market, economic or

legal environment that have an adverse effect on the debtor.
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4. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 4. TEEHBE &)
(i)  Financial assets (Contd) (i) eWEE (&)

(i) EMEERE(E)
MRERABPREE - RER
BRBEBBRET

(iii)  Impairment of financial assets (Contd)
If any such evidence exists, any impairment loss is determined and

recognised as follows:

For trade and other current receivables and other financial
assets carried at amortised cost, the impairment loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows,
discounted at the financial asset's original effective interest
rate, where the effect of discounting is material. This
assessment is made collectively where financial assets carried
at amortised cost share similar risk characteristics, such as
similar past due status, and have not been individually assessed
as impaired. Future cash flows for financial assets which are
assessed for impairment collectively are based on historical
loss experience for assets with credit risk characteristics

similar to the collective group.

If in a subsequent period the amount of an impairment loss
decreases and the decrease can be linked objectively to an
event occurring after the impairment loss was recognised, the
impairment loss is reversed through profit or loss. A reversal
of an impairment loss shall not result in the asset’s carrying
amount exceeding that which have been determined had no

impairment loss been recognised in prior years.

HRNE S MEMERE
B R % L A B S X
A ENEREE A
EBRNREERER
A RRHEERERE
ZEE HEREER
BRERME (BES
BRAZSEERTEN
BERMZ)BATE (0
MRTEBA) - BEA
fEREERBRF LR
(mBEUBBIER) kR
BAETE G A S
HRAIENEREE
AGHETT - AHETTH
ERNEREENRER
BHeREREEAS
BEREHEABUNEE
ELBRLRETH
i o

MREERKGME - RE
ERNEER DY B%
MORRAATER
ERANERRREL
M—ESFHEER
ZREBEAEER
KL#EME - BEBEN
BO EEEERER
BAEFERERRE
BERENEE

Annual Report 2011 —E——EEFR ﬂ



Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |
—E—F+=fA=1-H

4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(i) Financial assets (Cont'd)
(iii)  Impairment of financial assets (Cont'd)
Impairment losses are written off against the corresponding assets
directly, except for impairment losses recognised in respect of trade
and other receivables, whose recovery is considered doubtful but
not remote. In this case, the impairment losses for doubtful debts
are recorded using an allowance account. When the Group is
satisfied that recovery is remote, the amount considered
irrecoverable is written off against trade and other receivables
directly and any amounts held in the allowance account relating to
that debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are reversed against
the allowance account. Other changes in the allowance account and
subsequent recoveries of amounts previously written off directly

are recognised in profit or loss.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Contqd)

U]

Financial assets (Cont'd)

(iv)  Effective interest method

v)

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

period.

Income is recognised on an effective interest basis for debt
instruments other than those financial assets designated as at fair

value through profit or loss.

Derecognition of financial assets

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

received,

(iv)

(v)

BA RS AR MY EE

31 December 201 |
—?——£+=A=+-A

TESHBR (B
tMEE (&)

BRI %%
ERFZ ARG E-—HEeRE
ERHERANERSRED K
MEBWARTTE - BERAIRRZ
BATBEERBERIRK
EERHR (WEm) 2B
FREWARBRE -

RARFEBEFARGE SR
BEZINEFTEEERA
KA LHAWA

RILERTHEE

ARBRAEEERERCE
HWERRAPESERCRMEE
REENFMBRREAARER
PEBREMEBRR L R
—RERMEE  MRAKEN
REBBHLRARIRENE
R\ K B 3 B A 2 4%
BYREER ARERIALE
ENRBES NHF LA
MEEaEDE  MRAEE
AORE-RCEBEREE
WA RRRAAERE  AEE
REHIZCREE RNt
AR B B M RE SRR 3K o

Annual Report 2011 —E——EEFR



Notes to the Financial Statements
BF 7 3R 3% MY &

31 December 201 |

—2-—#t=A=t-H

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(j)  Financial liabilities and equity instrument issued by the Group

0

(i)

(i)

(V)

Classification as debt or equity
Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the

contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Group are recorded at the

proceeds received, net of direct issue costs.

Financial liabilities
Financial liabilities, including trade and other payables, are initially

measured at fair value, net of transaction costs.

Financial liabilities are subsequently measured at amortised cost
using the effective interest method, with interest expense

recognised on an effective yield basis.

Effective interest method

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

shorter period.

Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when,

the Group's obligations are discharged, cancelled or they expire.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(k)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and deposits held as
cash with banks, and other short term highly liquid investments with
original maturities of three months or less that are readily convertible to
a known amount of cash and are subject to an insignificant risk of

changes in value.

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

deferred tax.

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

reporting period.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(I)  Income tax (Cont'd)
(i) Deferred tax
Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are generally
recognised for all deductible temporary differences to the extent
that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction

that affects neither the taxable profit nor the accounting profit.

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

allow all or part of the asset to be recovered.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries except where the
timing of the reversal of the temporary difference can be controlled
and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and
interests are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected to

reverse in the foreseeable future.
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4, FEETEE#)
FiE% (&)

Income tax (Cont'd) (1)

(i)

Deferred tax (Contd)

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled
or the asset realised, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period. The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to

recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax

assets and liabilities on a net basis.

Income tax is recognised in profit or loss except when it relates to items

recognised in other comprehensive income in which case the income tax

is recognised in other comprehensive income.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(m) Provisions
A provision is recognised when the Group has a present obligation (legal
or constructive) as a result of a past event, it is probable that the Group
will be required to settle the obligation, and a reliable estimate can be

made of the amount of obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of the
reporting period, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is the

present value of those cash flows.

When some or all of the economic benefits required to settle a provision
are expected to be recovered from a third party, the receivable is
recognised as an asset if it is virtually certain that reimbursement will be

received and the amount of the receivable can be measured reliably.

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

be measured reliably.

A contingent liability is not recognised but is disclosed in the financial
statements. When a change in the probability of an outflow occurs so

that the outflow is probable, it will then be recognised as a provision.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(0)

Operating leases
Leases where substantially all the risks and rewards of ownership of

assets remain with the lessor are accounted for as operating leases.

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

incurred.

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

consumed.

Foreign currencies

The individual financial statements of each group entity are presented in
the currency of the primary economic environment in which the entity
operates (its functional currency). The consolidated financial statements
are expressed in Renminbi (“RMB"), which is the functional currency of
the principal operating subsidiaries of the Company, and the presentation

currency for the consolidated financial statements.

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

currency are not retranslated.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(p) Foreign currencies (Cont'd)
Exchange differences are recognised in profit or loss in the period in

which they arise except for:

— exchange differences which relate to assets under construction for
future productive use, which are included in the cost of those assets
when they are regarded as an adjustment to interest costs on

foreign currency borrowings;

— exchange differences on transactions entered into in order to

hedge certain foreign currency risks; and

— exchange differences on non-monetary items carried at fair value in
respect of which gains or losses are recognised in other
comprehensive income, in which case, the exchange differences are

also recognised in other comprehensive income.

For the purpose of presenting consolidated financial statements, the
assets and liabilities of the Group's foreign operations are expressed in
RMB using exchange rates prevailing at the end of the reporting period.
Income and expenses items are translated at the average exchange rates
for the period, unless exchange rates fluctuated significantly during the
period, in which case the exchange rates at the dates of the transactions
are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in the exchange reserve.
Exchange differences recognised in profit or loss of group entities’
individual financial statements on translation of long-term monetary items
forming part of the Group's net investment in foreign operations are
reclassified to the exchange reserve. Such translation differences are
recognised in profit or loss in the period in which the foreign operation is

disposed of.

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

Exchange differences arising are recognised in the exchange reserve.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(q) Government subsidies

Subsidies from the PRC government are recognised at their fair values
when they are received, or when there is reasonable assurance that the
grant will be received and all attached conditions have been complied
with. When a subsidy relates to an expense item, it is recognised as
income over the periods necessary to match the subsidy, on a systematic
basis, with the cost which it is intended to compensate. Where a subsidy
relates to an asset, the fair value of the subsidy is deducted in arriving at
the carrying amount of the related asset, or, as appropriate, is initially
recorded as deferred income in the statement of financial position, and

thereafter recognised as income over the useful life of the relevant asset.

Employees’ benefits

(i) Short term employee benefits and contribution to defined contribution
retirement plans
Salaries, annual bonuses, paid annual leaves, contributions to defined
contribution plan and the cost of non-monetary benefits are
accrued in the year in which the associated services are rendered
by employees of the Group. Where payment or settlement is
deferred and the effect would be material, these amounts are

stated at their present value.

(i) Insurance policies and retirement benefits scheme
Employees of the Group are either members of life insurance
policies managed by an insurance company or a central pension
scheme operated by local government. The Group pays the
premiums of the life insurance policies on behalf of the employees
and makes contributions to the central pension scheme according
to the requirements set by local government. The premiums and
contributions are charged as expenses in the period in which they

are incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(s) Related parties
(a) A person or a close member of that person’s family is related to

the Group if that person:
(i)  has control or joint control over the Group;
(i)  has significant influence over the Group; or

(i) is a member of key management personnel of the Group or

the Company's parent.

(b) An entity is related to the Group if any of the following conditions
apply:
(i)  The entity and the Group are members of the same group

(which means that each parent, subsidiary and fellow

subsidiary is related to the others).

i) One entity is an associate or joint venture of the other entit
Y ) Y
or an associate or joint venture of a member of a group of
J group

which the other entity is a member).

(i) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other

entity is an associate of the third entity.

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

Group.
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Notes to the Financial Statements

4.  SIGNIFICANT ACCOUNTING POLICIES (Contd)

(s)

Related parties (Contd)
(b) An entity is related to the Group if any of the following conditions
apply: (Cont'd)
(vi) The entity is controlled or jointly controlled by a person
identified in (a).

(vii) A person identified in (2)(i) has significant influence over the
entity or is a member of key management personnel of the

entity (or of a parent of the entity).

Close members of the family of a person are those family members who
may be expected to influence, or be influenced by, that person in their

dealings with the entity and include:

(i)  that person’s children and spouse or domestic partner;

(i)  children of that person’s spouse or domestic partner; and

(i) dependents of that person or that person's spouse or domestic

partner.

Research and development costs

Research and development costs comprise all costs that are directly
attributable to research and development activities or that can be
allocated on a reasonable basis to such activities. Because of the nature
of the Group's research and development activities, the criteria for the
recognition of such costs as an asset are generally not met until late in
the development stage of the project when the remaining development
costs are immaterial. Hence, both research costs and development costs
are generally recognised as expenses in the period in which they are

incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (Contd)
(u) Borrowing costs
Borrowing costs attributable directly to the acquisition, construction or
production of qualifying assets which require a substantial period of time
to be ready for their intended use or sale, are capitalised as part of the
cost of those assets. Income earned on temporary investments of specific
borrowings pending their expenditure on those assets is deducted from
borrowing costs capitalised. All other borrowing costs are recognised in

profit or loss in the period in which they are incurred.

(v) Revenue recognition
Provided it is probable that the economic benefits will flow to the Group
and the revenue and costs, if applicable, can be measured reliably,

revenue is recognised on the following bases:

(i) Sale of goods
Revenue is recognised when the customer has accepted the goods

and the related risks and rewards of ownership. Revenue excludes
value added tax or other sales taxes and is after deduction of any

trade discounts.

(i) Information service fee and maintenance service and usage fee income

Information service fees and maintenance service and usage fees
are billed in advance and are recognised as income on a straight-
line basis over the period of the provision of the related services.
The unrecognised portion is recorded as deferred revenue in the

statement of financial position.

(iii)  Interest income
Interest income from bank deposits is accrued on a time-
apportioned basis by reference to the principal outstanding and the

effective interest rate applicable.
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Notes to the Financial Statements

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

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

these estimates.

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

periods.

The 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 discussed below.

(i)  Estimation of useful lives of property, plant and equipment
The Group's management determines the estimated useful lives and
related depreciation charges for its property, plant and equipment. This
estimate is based on the historical experience of the actual useful lives of
property, plant and equipment of similar nature and functions. It could
change significantly as a result of technical innovations and competitor
actions in response to severe industry cycles. Management will increase
the depreciation charge where useful lives are less than previously
estimated lives, or it will write-off or write-down technically obsolete or

non-strategic assets that have been abandoned or sold.
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5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (Contd)
(ii) Impairment of assets
In determining whether an asset is impaired or the event previously
causing the impairment no longer exists, management has to exercise
judgement in the area of asset impairment, particularly in assessing (i)
whether an event has occurred that may affect the asset value or such
event affecting the asset value has not been in existence; (i) 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 (iii) the appropriate key assumptions to
be applied in preparing cash flow projections including whether these

cash flow projections are discounted using an appropriate rate.

(i) Impairment of trade and other receivables
Provision for impairment of trade and other receivables is made based
on assessment of the recoverability of trade and other receivables. The
identification of doubtful debts requires management judgement and
estimates. Where the actual outcome or expectation in future is different
from the original estimate, such differences will impact the carrying value
of trade and other receivables and doubtful debt expenses/written back

in the period in which the estimate has been changed.

6. SEGMENT REPORTING
The Group determines its operating segments based on the reports reviewed
by the chief operating decision-maker that are used to make strategic

decisions.

(a) Reportable segments
The Group operates in a single segment, which is the distribution and
usage of software and provision of related maintenance and information
services. Revenue from external customers for related products and

services are presented in Note 7.
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“Z——5+-A=1-H
SEGMENT REPORTING (Contd) 6. THHRE &)
(b) Geographical information (b) 5
All operating assets and operations of the Group during the years ended AEERBE_T——F K=
31 December 201 | and 2010 were located in the PRC. TFE+-A=+—H ﬁiﬁmzﬁﬁ

AREBERELHHEDRE -

(¢) Information about a major customer (c) XTERFRER
Revenue from the Group’s largest customer amounted to less than 10% RBE_Z——4$R-ZT-TF+
of the Group’s total revenue for the years ended 3| December 201 | and ZRA=E+—HILFEER REAXE
2010. BRAEPHBAGHINARE

BIRARI0% e

TURNOVER 7. EX®
Turnover represents the sales value of goods supplied to customers and the EXFENREPHEER REHRE 2
service fees receivable, net of goods returned, trade discounts and value added WA WEMKRERE BSHMKIEE
tax. The Group's products and services are mainly sold and provided to B e $%l£x§qﬂﬂrﬂ§)§ﬂj%i§ﬁ
customers in the PRC. The amount of each significant category of revenue RERERYE - RERIANEGERLEE
recognised in turnover during the year is as follows: FEXBRENT -
2011 2010
—g-—%  -T-3F
RMB’000 RMB’000

AR®B TR ARETT

Maintenance service and usage fees RERBRERE 63,195 52,277
Information service fees s H&ﬂwﬁ 41,945 44,135
Sale of computer software HEBME M 9,049 14,577
Others H {ﬁ 2,541 447

116,730 112,436
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8. OTHER INCOME 8. HftlA
2011 2010
—E2——-F —T-%F
RMB’000 RMB'000
AR® TR ARETT
Value added tax refund (Note (a)) #EHER (K@) 10,050 11,062
Interest income MEMA 2,741 2,132
Subsidy income (Note (b)) BFRERE (M s (b)) 1,973 1,930
Sundries HAh 58 157
14,822 15,281
Notes: Ptz
(@) A tax concession has been granted by the PRC tax authority to the Company's (@) HBARAEEzHENBELRARERER
PRC subsidiaries which are engaged in the development and trading of computer BEBMA X% EMERETH
software. Under this concession, the PRC subsidiaries are entitled to a refund of BEAREREAR - REEERAT - §
value added tax paid in excess of an effective rate of 3%. The amount of value BfEARAEZEGREABRER
added tax refund is recognised as other income on an accrual basis. BE3I% 2 IEER - HERZREEE
RIEF EEFIEEMBA o
(b)  Subsidy income for the year ended 31 December 2011 mainly represented a b) HUEZF——F+-RA=1T—HFEZ
subsidy of RMBI.2 million (2010: RMBI.2 million) granted by Shanghai Municipal HWWATERSERARKI1208 T
Development and Reform Commission to a PRC subsidiary to finance its (Z2-—Z2F: AR%12087T) MR E
development of a software product, and subsidies totalling RMB0.7 million (2010: EEMBRRERSEL S g H B
RMBO.7 million) granted by Shanghai Finance Bureau to finance the PRC BLERZERHERNRENRARE
subsidiaries’ development of advanced technology and was calculated based on 1087 (ZF—2F : ARB7087T) 0
50% of the business tax, value added tax and enterprise income tax paid to the LEHMBERARMBARERHEERE 2
local government last year. ME RELFEMNEER  HEHR
RAEZEMERA50% RBEREEH o
9. OTHER GAINS AND LOSSES 9. HitWmRER
2011 2010
—g—-5  -2-%TF
RMB’000 RMB'000
AR® TR ARBETT
Gain on disposal of investments HEESRHE
held for trading ZEREWA 280 26
Write off of property, plant and equipment M - R KR A (184) —
96 26|

ﬂ Qianlong Technology International Holdings Limited RIERRERERARD A
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“T——4+-A=1+—H
10. PROFIT BEFORE INCOME TAX . RBAIRR
2011 2010
—2--F —T-TF
RMB’000 RMB'000
ARBTR AR®T T
Profit before income tax is stated BB AT AR E Mk
after charging/(crediting) the following: (Gt A) TIIAA :
Cost of inventories expensed FERA 291 375
Cost of service fees R 75 & AR 28,498 26,564
Depreciation of property, plant RN ST
and equipment (Note 18) wE (Mz18) 4,572 4,171
Depreciation of investment properties REMERE
(Note 19) (F&E19) 513 —
Exchange gain, net B X &% E (791) (653)
Staff costs excluding directors’ remuneration: HREEME 2 BIKA :
Salaries and allowances TERER 37,789 33,309
Pension fund contributions (Note 13) BEESHR (HFF13) 7,133 5,148
Auditor's remuneration: ZERE & -
Current year BEAFEE 450 450
Under provision in prior year BEFETREE 7 36
Research and development costs I3 WN 19,962 18,752
Lease payments under operating leases BT RESE 2
in respect of land and buildings rEdENzEe 2,175 1,796
Amortisation of prepaid lease FET & 8 5
payments (Note 20) (Bf3E 20) 1,366 —
Impairment loss on trade EHRBRZRERE
receivables (Note 23) (BisE 23) 10 39
Recovery of impairment loss on trade HEZAIERZE S
receivables previously recognised (Note 23) WO ERE (M 23) (2) —
Direct operating expenses arising from FRATEEHEERAZ
investment properties that did not REWMEEEH
generate rental income during the year BELKZLER 836 —
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Il. DIRECTORS’ REMUNERATION 1. EZME
Directors’ remuneration disclosed pursuant to the Listing Rules and Section B ETARAREBECDREDD) FE161{F
I61 of the Hong Kong Companies Ordinance is as follows: RURBZEEMEWT -
Non-
contractual
payment for
loss of office
paid to former
Salaries, director by
allowances the Company
and benefits &R 2011
Directors’ in kind AT Total
fees B 2R HEEZ —B—-F
EXEAR REERA BRA® At
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTR ARBTR ARBT R
Executive directors: HITEFE -
Liao Chao-Ping B — 413 — 413
Fan Ping-Yi BEF — 413 — 413
Yang Ching Shou BES — 827 — 827
Chen Shen-Tien BR#&xH — 413 — 413
Chen Ming-Chuan BReaE = 413 — 413
Yu Shih-Pi REE — 413 — 413
Liao Angela Min-Yin B — 413 — 413
Independent non- BYIFHIT
executive directors: -
Chiu Kam Hing, Kathy e B 162 — — 162
Chang Long-Teng oK BE e 162 — — 162
Hsieh Billy Shao-Ven # X 162 — — 162

486 3,305 — 3,791
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DIRECTORS’ REMUNERATION (Contd)

B 75 3R R Y =E
31 December 201 |
ZE——F+ZA=1+-H
1. EEME @)
Non-
contractual

payment for
loss of office

paid to former

Salaries, director by
allowances the Company
and benefits AR 2010
Directors' in kind AT Total
fees B 2R MERZ —T-FF
EXER REERM BERLAT 3K CEl
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
Executive directors: HITEE -
Liao Chao-Ping B — 413 — 413
Fan Ping-Yi BEF — 413 — 413
Yang Ching Shou BES — 827 — 827
Chen Shen-Tien R 7% H — 413 — 413
Chen Ming-Chuan BR#EE — 413 — 413
Yu Shih-Pi RUEE — 413 — 413
Liao Angela Min-Yin B — 254 — 254
Independent non- BYIFHIT

executive directors: EE:
Chiu Kam Hing, Kathy e R 169 — — 169
Chang Long-Teng oK BE 6 169 — — 169
Cheong Chan Kei, Ernest R E 104 — 65 169
Hsieh Billy Shao-Ven # X 56 — — 56
498 3,146 65 3,709
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E Qianlong Technology International Holdings Limited

DIRECTORS’ REMUNERATION (Cont'd)

Each of the executive directors has entered into a service contract with the
Company for a term of two years and these contracts shall continue thereafter
until terminated by either party giving to the other at least three months' prior
notice in writing. Based on the terms of these service contracts, each of the
directors are entitled to a monthly salary, an annual bonus payable on 3|
December in each year, which is equivalent to the average of one month's

salary earned in the previous twelve months.

Except as disclosed above, no emoluments were paid by the Group to the
directors as an inducement to join, or upon joining the Group, or as

compensation for loss of office during the current and prior years.

There were no arrangements under which a director waived or agreed to

waive any remuneration during the current and prior years.

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals during the year included one (2010: one)
director, details of whose remuneration are set out in Note || above. The
details of the remuneration of the remaining four (2010: four) non-director

highest paid individuals are as follows:

1.

12.

EsMe @)

BUHTESHEARAFLAHME
ZRBEH - ZRBAEONEARK —E
R BEEEA-SRAESTELIOR
“HAZEERARLEAL - REZE
RERNGT  SESREIAFHIN
AREBFT _A=1t—REXNFEE
AL BEESRN AT ZEAZ¥HA

¥

RERAREN  RAFEREFEARE
BYEREENEANSEARBE
MAREEREERMAREE MR
B SERBEBME -

RAEERLFE HEEEHERE
REmEMESOZHE -

IfUEEMEzAL
AEERAFEX NIt RAMEE
EA—2(CE-TF: —R)EF H
MeBE EXMENPRE - FREMN
Efma (C2—2F  0R) FEER
BHEALTMT

2011 2010

—g--&  -3-3f

RMB’000 RMB'000

AR®ETR AREFTT

Basic salaries, allowances and benefits in kind HEARTE  ZHEZEET 2,252 2,700
Pension contributions RIS HT 181 127
2,433 2,827

LEMBERZERERDF
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12. FIVE HIGHEST PAID INDIVIDUALS (Contd) 12. AuGEEMEZ AL (@)
The number of non-director, highest paid individuals whose remuneration fell EEESMEATHETEMNTLUATE
within the following band is as follows: :
2011 2010
—g—-%  -3-3%
No. of No. of
employees employees
EEHE EEZE
HKD Nil to HKD1,000,000 EEZITEE 1,000,000 7T
(equivalent to RMB Nil to RMB810,700) (MAEBZ LI AR 810,700 7T) 4 4
13. RETIREMENT BENEFITS 13. BUKER
The employees of the Company's operating subsidiaries, Shanghai Qianlong AEEMBLARLBRERREARA
Advanced Technology Company Limited, Shanghai Xin Long Information A FBEERGEENBRARATR LS
Technology Company Limited and Shanghai Qianlong Network Technology HEEENRERARZEEZ2EE N
Company Limited, are members of a central pension scheme operated by the BRFFRER 2P RE WEJF 2 ZMBL
local government. The subsidiaries are required to contribute approximately AIAMPREARGEMET - FREER
37% (2010: 37%) of the employees’ monthly salaries to the central pension HKEFES - §K%ﬁ%@ﬁﬁﬂ%ﬁ237% (=
scheme to fund the employees’ retirement benefits. T—ZF :37%) °
The Group does not have any liabilities to the retirement benefits of the BRE AR RRARGTEIEHKI  REE
employees other than the monthly contributions to the central pension HESZRABMNIEERRAAR -
scheme. The Group's contributions to the central pension scheme for the year AEERBE_T——F+t-_A=1—
ended 3| December 201 | amounted to RMB7,133,000 (2010: RMBS, 1 48,000). AzFERARBHNGEIEREEAAR

# 7133000 (ZE—ZF : AR¥
5,148,0007T) °
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14. INCOME TAX
(@) The amount of income tax in the consolidated statement of

comprehensive income represents:

14, Fi3%
(a) HEZEMURRZFEBHEMNT :

2011 2010
o =
RMB’000 RMB'000
ARBTR ARBETT

Current tax — PRC enterprise income tax & B8 — PRI EFTER
— Provision for the year — REREEA 251 1,400
— Over provision in respect of prior year — ZATEE BN — (134)
251 1,266

Deferred tax (Note I5) BRI (MEE15)

— Charge for the year —REFEN 913 314
I,164 1,580

No provision for Hong Kong profits tax has been made as the Group had
no assessable profit subject to Hong Kong profits tax for the current and

prior years.

On 16 March 2007, the National People's Congress approved the PRC
Enterprise Income Tax Law (“New Tax Law"), which became effective
from | January 2008. In accordance with the New Tax Law, the unified
enterprise income tax rate of 25% will be applied to both domestic-
invested enterprises and foreign-invested enterprises. Enterprises
established prior to |6 March 2007 eligible for preferential tax treatment
in accordance with the currently prevailing tax laws and administrative
regulations shall, under the regulations of the State Council, gradually be

subject to the new tax rate over a five-year transitional period until 2012,

Qianlong Technology International Holdings Limited LENKERERBERAR
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14. INCOME TAX (Cont'd)

(@)

The amount of income tax in the consolidated statement of

comprehensive income represents: (Cont'd)

Shanghai Qianlong Network Technology Company Limited, a PRC
operating subsidiary of the Company set up in February 2007 in Pudong
Shanghai, has obtained the Software Enterprise Certificate and is entitled
to enjoy the enterprise income tax at the concessionary rate of 12.5%
for 2 years from 2010 to 201 | according to the Circular Caishi (2008)
No.| issued by the Treasury and National Tax Bureau in 2010.

Shanghai Qianlong Advanced Technology Company Limited, a PRC
operating subsidiary of the Company, has obtained the High-New
Technology Enterprise Certificate and continued to enjoy the preferential
enterprise income tax rate of 5% for 3 years from 2011 to 2014
according to Session ||| of the National Enterprise Income Tax Law in

2008.

BA RS AR MY EE

31 December 201 |
—?——£+=A=+-A

14. FIBH (&)

(a) HMAEEERBZRIFAEHAME :
€-))

LBZRARNBAERRARASZER
T EFZ AEREAKN A B
BLOA WERHHLEEE  REM
BHEHEBBR S —SFRTH[6H
$2008— 1] BERENZEX12.5% M MBE
RHBRME H-_ET-—ZFH-_T—
igo

LBRERRBRERARIRARE —F
EMEAR TEGRMEMEER
g RE_ZTN\FRERMEREFI
B OAUBEZRI5%MAEHE - 1B
R=F  {-_FT——F3-_FT-—WmF -
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31 December 201 |

—2——4+-A=t-7
14. INCOME TAX (Cont'd) 14. FieH (&)
(b) The income tax for the year can be reconciled to the profit before b) AEFZHAERAEGS2ERSE
income tax as stated in the consolidated statement of comprehensive FINRzBRBARNEENT -

income as follows:

2011 2010
—g—-&  —F-%%
RMB’000 RMB'000

ARBTR ARETT

Profit before income tax B %5t A1 22 7 22,134 24,154
Income tax calculated at PRC BHEREEHRE 25%

enterprise income tax (ZZ—ZF : 25%)

rate of 25% (2010: 25%) FEZHE 5,534 6,038
Tax effect of expenses not TRIRER B MGk

deductible for taxation purposes ERzHiE 742 280
Tax effect of non-taxable items JEEFIBR 2B (2,967) (2431
Deferred tax assets not recognised AERZBEEVIBEE 18 —
Utilisation of tax losses 2 R ARHER 2 Bl

previously not recognised BEZER — (694)
Effect of tax concession h BB RS

granted to PRC subsidiaries ReRe s Mgk (3,037) (2,578)
Effect of different tax rates of REAM BEER S E

subsidiaries operating in )= NG

other jurisdictions TRz &2 243 122
Over provision in respect of prior year — #{F F[E fARE (T — (134)
Deferred tax liabilities relating to BRKRSEFE 2 ER

withholding income tax PriEBi 2

on undistributed profits EEMIEAE 631 977
Income tax for the year FRAZAER [,164 1,580
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B R SRR Y
31 December 201 |
“Z——5+-A=1-H
I5. DEFERRED TAX 15. EEBIE
Details of the deferred tax liabilities and assets recognised and movements RAFERLFEERRAZETHIEES
during the current and prior years: EREEFBREHNT -
Other Withholding
deductible tax on
Allowance temporary dividend
for doubtful difference (Note)
debts Hipw 4tz REREHREH Total
RRER MR ER (Bt &E) CE
RMB’000 RMB’000 RMB’000 RMB’000

AR® TR ARBTR ARBTR ARBTR

At | January RZE-ZF

2010 —H—H — — 1,291 1,291
Charge/(credit) to profit or A ()

loss for the year REEEz (5) (658) 977 314
Transfer to income tax payable FAXZMNRE

as dividend paid LEYN/AN]

out during the year it — — (1,250) (1,250)
At 31 December RZE—ZF

2010 Jr:HEJr*Ei (5) (658) 1,018 355
Charge/(credit) to profit or AN (K

loss for the year $$J;atéf§ (N 283 631 913
At 31 December R-E——%F

2011 +-A=+—8H (6) (375) 1,649 1,268
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31 December 201 |

—Z——%+ZR=1+-H
I5. DEFERRED TAX (Contd) 15. EEHIE (&)
Note: Under the New Tax Law, with effect from | January 2008, non-resident i3 . RE-STN\F—A—-BEROFH
enterprises without an establishment or place of business in the PRC or which & TR BIRA Sh R B A IR
have an establishment or place of business but the relevant income is not MRS TR B L BB A i B
effectively connected with the establishment or a place of business in the PRC, 1B EC AR A U N B 7E AR B B B AR
will be subject to withholding income tax at the rate of 10% on various types of MERBERAB AR MR - &
passive income such as dividends derived from sources in the PRC. Pursuant to ETREREMENR  HESSEERLR
the double tax arrangement between the PRC and Hong Kong effective 8 AH10%PI20%K 8T ERRE - RiF
December 2006, the withholding income tax rate will be reduced to 5% if the ZEZRFETZRANBEMMAHE R
investment by the Hong Kong investor in the invested entities in the PRC is not EEMEERELY  MRBERE
less than 25%. On 22 February 2008, the Ministry of Finance and the State AEFBRERE D R25%HHRE
Administration of Taxation approved Caishui (2008) No |, pursuant to which BB ERAERHEELES R
dividend distribution out of pre-2008 retained earnings of foreign investment ZETNFZRAZ+ZH  HEHR
enterprises will be exempted from withholding income tax. Deferred tax liabilities BIZK B %5 18 B8 i 81 B (2008) 15% -
relating to withholding income tax of RMB631,000 (2010: RMB977,000) has been BEZER  IMERECEHR_Z
recognised for the year in respect of the undistributed profits of a subsidiary in ZNEZREANZERFNRED
the PRC for the year ended 3| December 201 . MR IRTEIRPTEH - HIRE 2 B
ERERNETRKABERARE
631,000 (Z T —FF : ARM
977,0007) * EEAFERERSE L
R+ A=t—HFEXRAE
HE—HBRRZRDEFE -
For the purpose of presentation in statement of financial position, certain RTEMBRAKRT RS ZELEHE
deferred tax assets and liabilities have been offset. The following is the analysis BERBEDEE ARUBERENE
of the deferred tax balances for financial reporting purposes: EHERBEANET :
2011 2010
—g—-5§  -T-I%
RMB’000 RMB'000
AR® TR ARBETT
Deferred tax assets RIEHIEEE (381) (663)
Deferred tax liabilities EERIBERR 1,649 1,018

1,268 355
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B R SRR Y
31 December 201 |
“Z——5+-A=1-H
l6. PROFIT FOR THE YEAR 16. ZFEER
During the year ended 31 December 2011, the Group's profit for the year BE-ZT——F+-A=1+—Hitz&
included a loss of RMB2,667,000 (2010: loss of RMB1,428,000) which has been B RORIBBREPARALAIEMEARSE
dealt with in the financial statements of the Company. Bz EMNBEARE2667,0007T 2 EE
(ZZ %% : AR%1,428,0007T 2 &
B -
17. EARNINGS PER SHARE 17. 8REAN
The calculation of basic earnings per share is based on the profit for the year BRERBNDEREERMARE
of RMB20,970,000 (2010: RMB22,574,000) and the weighted average number 20,970,000 (ZE—ZTF : AR¥
of 252,600,000 ordinary shares (2010: 252,600,000) in issue during the year. 22,574,0007T) © BRIABAE BE1TE R

Z N 5 #252,600,000( 8 —F
£ : 252,600,000) f& =t & -

Diluted earnings per share for the years ended 31 December 2011 and 2010 BE_Z——fR-_T-TFT_A=
are the same as the basic earnings per share as there were no dilutive T—RILEE  BREFRANGRE
potential ordinary shares in issue for both years. ARANER - BREMEPILBETE

MEHFTEZBEL AR -
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31 December 201 |
—2——%t=A=1-A

18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ BMERFZE

Furniture,
Leasehold Fixtures
Land and Leasehold and office
buildings* Improve-  Computer  equipment
HELi ments  equipment XRE  EE Total
REE* HEWEE EERE RBARE &t
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
r5E ARBTRT AR%¥TR AR¥TR ARSTR AR%Tn
Cost: R :
At | January 2010 RZZE-—TF—-H—H 34,455 4,452 5513 737 45,157
Additions NE — 1,189 156 196 2,541
At 31 December RZZE—TF
2010 +=-A=+—-H 34,455 5,641 6,669 933 47,698
Additions NE — 256 1,360 138 1,754
Written off 8 — — (1973) (80) (2,053)
At 31 December R_T——F
201 +=—A=+—-H 34,455 5,897 6,056 991 47,399
Accumulated depreciation:  RFTHTE :
At | January 2010 R-ZE-—ZTF—-H—H 5,039 1938 2,885 209 10,071
Charge for the year FEFE 1,55 1,204 1,250 166 4,171
At 31 December R_T—FTF
2010 +=—A=+—-H 6,590 3,142 4,135 375 14,242
Charge for the year FEFE 1,550 1,412 1,416 194 4,572
Written off s — — (1,794) (75) (1,869)
At 31 December RZT——4F
201 | +-RA=+—~H 8,140 4,554 3,757 494 16,945
Carrying amount: FRIEDFE :
At 3| December RZT——F
201 | +=-A=+—-"H 26,315 1,343 2,299 497 30,454
At 31 December RZZE—ZTF
2010 +=-A=+—-H 27,865 2499 2,534 558 33,456
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31 December 201 |
—?——£+=A=+-A

18. %¥ BERRE (&)
HRAERBER IR EE S TR
BT EMNMA - AR ER
is included in the cost of land and buildings as a finance lease in property, plant MmE  BERIEBEROGT ALK
and equipment. The leasehold land and buildings of the Group are held outside BFZEAR - AEEZEETHRET
REBZINGERORTHMEE -

18. PROPERTY, PLANT AND EQUIPMENT (Cont'd)

& Since the land lease prepayment cannot be allocated reliably between the land

and buildings elements at the inception of the lease, the entire lease prepayment

Hong Kong under a medium term lease.

19. INVESTMENT PROPERTIES 19. REN%E
The Group RMB’000
TEE ARET R
Cost: [RME :
At | January 2010 and 201 | R_E—ZER_F——F—H—H —
Additions NE 16,910
At 31 December 201 | RZE——F+-fA=+—H 16,910
Accumulated depreciation: REME -
At | January 2010 and 201 | RZE-—ER=-FT——F—H—H —
Charge for the year FENE 513
At 31 December 201 | RZE——F+-_A=+—8H 513
Carrying amount: fRE%E :
At 3| December 201 | RZE——F+-_A=+—H 16,397
At 31 December 2010 RZE—ZEF+-_F=+—H —
Fair value at 31 December 201 | RZE——F+-_RA=T—B2Z2AFEE 16,593

AEER-_F-——F+-_A=1+—-R2
have been arrived at on market value basis carried out by an independent firm REMFLAVEERE —BIUHEMA
ARG T HEBAERA - Exﬂ
ERARIAAR KRB ERER -
HEEMDA&E%%%&EWE&%%%EE
LELR - AERESERUNED
HRABROBREMAEH o

The fair value of the Group's investment properties at 31 December 201 |

of professional valuers who holds a recognised and relevant professional
qualification and has recent experience in the location and category of the
investment property being valued. The valuation was arrived at by reference to

market evidence of transaction prices for similar properties.

AEENRENERBEMINGERR

medium term lease. RHIHE o

The investment properties of the Group are held outside Hong Kong under a
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31 December 201 |

—T—&+ZA=1—-H
20. PREPAID LEASE PAYMENTS 20. BHEE
The Group RMB’000
X5E ARBTR
Cost: RfE :
At | January 2010 and 201 | RZE-—ER-_T——F—H—-H —
Additions NE 42,432
At 31 December 201 | R-_B-——%+_A=t—H 42,432
Accumulated amortisation: Rt H
At | January 2010 and 201 | RZE-—ER=-FT——F—H—H —
Charge for the year FEHH 1,366
At 31 December 201 | R-ZB——%+-A=1t—H 1,366
Carrying amount: BREHE :
At 31 December 201 | RZE——$+-A=1+—8 41,066
At 31 December 2010 R_B-FF+_A=1—H —
Portion classified as current assets ERMEEERT S
(included in deposits and prepayment) (BERAEREBERNRA) 1,369
Portion classified as non-current assets ERFERBEENTH 39,697
Carrying amount at 31 December 201 | RZE——F+-_A=1t—BERE%E 41,066
The Group's prepaid lease payments in respect of the investment properties REBRERNEAREYENRBEN
acquired during the year are related to payments for land use rights held under HemPREPHEEEEZ T ERE
medium term lease in the PRC. AN
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31 December 201 |
—?——£+=A=+-A

21. INTERESTS IN SUBSIDIARIES 21. RINB LR 2R
The Company
Y N/NE|
2011 2010
—E-——F —E-TF
RMB’000 RMB'000
AR®T R AR®TT

Unlisted shares, at cost F TR, - EEAE 9 9
Amount due from a subsidiary JE W Bt B 1~ R 5N 23,043 24,186
23,052 24,195
The amount due from a subsidiary is unsecured, interest-free and in substance ERMBARIFEDEEKAE 28 Rk
represented the Company's investment in the subsidiary in the form of quasi- EERADAINERAETEARME
equity loan. RAER L —# 5 o
The amounts due to subsidiaries classified as current liabilities in the EXARRMBMRARFIERRDEER
Company’s statement of financial position are unsecured, interest-free and have MZENHBARRBENEER 2
no fixed terms of repayment. B WEREEERNE -

Annual Report 2011 —E——EEFR



Notes to the Financial Statements

BA RS R MY R

31 December 201 |
—2——%t=A=1-A

21. INTERESTS IN SUBSIDIARIES (Contd)

Details of the subsidiaries as at 3| December 201 | are presented below.

21. RBAR 2 (8)
RZF——F+ZA=+t—HZHBA

AlFEAT
Issued and fully
paid ordinary
Place of Percentage of equity interest share capital/
incorporation REEREZ B registered
and operations Group's capital
and legal effective Held Held by BRAR
entity status interest by the subsidiary MR EER
Name of company A R 82 Company HE RA&/  Principal activity
ARER BEBBRFA BRRE XQFEE  LARE  ERMER IERR
Qianlong Computers Hong Kong 100 100 = HKS Investment holding
Company Limited (Iimited liability) 10000 REZRK
LEERARAR a5 (BRRA) 10000 7T
Shanghai Qianlong Advanced The PRC (wholly foreign- 100 = 100 Us$ Development and trading
Technology Company Limited owned enterprise) 5950,000 of computer software and
LEEEEHRARAR hE (REMELE) 5950000 the provision of related
e maintenance, usage and
information services
RERBETRENR
REABZRE R
RESRS
Shanghai Xin Long Information The PRC (wholly foreign- 100 = 100 RMB Development of finance
Technology Company Limited owned enterprise) 5000000 database products
LBEEERRMARAR TE(2ENELR) AR®  SREBEERHFE
5,000,000
Shanghai Qianlong Network The PRC (wholly foreign- 100 = 100 RMB Development and trading
Technology Company Limited owned enterprise) 10000000 of computer software and
LBEERENRAR AR mE (2ENELE) AR the provision of related
10,000,000 7T maintenance, usage and

None of the subsidiaries had issued any debts securities at the end of the year,

n Qianlong Technology International Holdings Limited RIERRERERARD A
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22. INVENTORIES

Notes to the Financial Statements

BA RS AR MY EE

31 December 201 |
—?——£+=A=+-A

22. B§
The Group

2011 2010
-5  -T-I%
RMB’000 RMB'000
ARMFR  ARETR

Accessories 76 71
Finished goods 3 5
79 76

23. TRADE AND OTHER RECEIVABLES

23. EZREMERN
The Group
A&EE
2011 2010
—2-—-F —2—FF
RMB’000 RMB'000
AR®TR ARETT

Trade receivables

Less: Impairment loss recognised

ORI

Trade receivables — net

Other receivables

BRI — %8

4,955 4,199
(47) (194)
4,908 4,005
2,999 2,868
7,907 6,873

(@)

The Group's policy is to allow an average credit period of 30 days from

the date of billing to its trade customers. All trade receivables are

denominated in Renminbi.

(a) AEBZHRETEEFPBREZ
HE=THZEREE -FEES
FBURFPAAREZT -
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31 December 201 |
—2——%t=A=1-A

23. TRADE AND OTHER RECEIVABLES (Cont'd)

(b) The below table reconciled the impairment loss on trade receivables for

23. BEREMERN (@)

(b)

AERE SRR BERBY K

the year: N
The Group
A%
2011 2010
-5  -z-%F
RMB’000 RMB'000
AR® TR AR®T T
At beginning of year F4) 194 155
Impairment loss EHR R ERE
recognised (Note 10) (FMtx 10) 10 39
Recovery of impairment ez BIHER
loss previously HERE
recognised (Note 10) (Fx 10) () —
Bad debts written off BEBR K (155) =
At end of year FR 47 194

At 31 December 2011, the Group’s trade receivables of RMB47,000
(2010: RMB194,000) were individually determined to be impaired. The
individually impaired receivables related to debts that are long
outstanding and management expected these debts to be irrecoverable.

The Group does not hold any collateral over these balances.

m Qianlong Technology International Holdings Limited RIERRERERARD A
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Notes to the Financial Statements

23. TRADE AND OTHER RECEIVABLES (Contd)

(c) The following is an ageing analysis of trade receivables, based on the

invoice date and net of impairment loss, at the end of the reporting

PP L
-

23. EZREMERT (&)
(c) BLHRER BZEKFAZEA
HRER) EMRRERE  RREK

period AW -
The Group
KEE
2011 2010
—E—-—F 255
RMB’000 RMB’000
ARETR AREFTT
Within | month —fEAA 3,448 2,875
| to 3 months —ZE=8A 401 1,020
More than 3 months but HBiB=1EA

less than 12 months BAR+=@A 1,055 99
More than |2 months WBmet+ @A 4 I
4,908 4,005
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31 December 201 |
—2——%t=A=1-A

23. TRADE AND OTHER RECEIVABLES (Cont'd)

()

23. BEREMERN (@)

The ageing analysis of trade receivables that are neither individually nor (d) REMEHXBERARSHEZIEYK
collectively considered to be impaired is as follows: RRERERSTOT
The Group
A&EE
2011 2010
—2--F —2—FF
RMB’000 RMB'000
ARBTR AR®T T
Neither past due nor impaired RBEBARE 2,816 1,259
Less than | month past due BE—EAAN 753 |,687
| to 3 months past due BEH—Z=={# A 424 1,020
More than 3 months but less than BEER=EA
12 months past due BRIV +=@EA 915 39
4,908 4,005
Trade receivables that were neither past due nor impaired relate to a MABBMXKAENERERRE
wide range of customers for whom there was no recent history of AEEBEUEFPFMARBEREAZ
default. AnBE o
Trade receivables that were past due but not impaired relate to a BHERNE BRERRRAD
number of independent customers that have a good track record with AXBUBFMEEREEERIF
the Group. Based on past experience, management believes that no 2R RBENELER  EEEN
impairment allowance is necessary in respect of these balances as there FEREGRBAREEALE
have not been a significant change in credit quality and the balances are MESELERZEKE - HES
still considered fully recoverable. The Group does not hold any collateral REULHRBEETRERE - ~5E
over these balances. WEAZEERTFEEAERm -
The directors consider that the carrying amount of trade and other e) EERREFNHEMERKZEE

receivables approximates their fair value.

m Qianlong Technology International Holdings Limited RIERRERERARD A
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24.

25.

Notes to the Financial Statements

BA RS AR MY EE

31 December 201 |

—2——£+-A=+-A
INVESTMENTS HELD FOR TRADING 24, ESREZRE
The Group
AEH
2011 2010
—$--%  -T-TF
RMB’000 RMB'000
AR¥T T AREFTT
Unlisted investment fund, at fair value FETHREES  AFEEE 8,000 8,000

(@) The above investments offered the Group the opportunity for return

through interest income and capital gains.

(b) The directors considered that the unlisted investment fund does not
have a quoted market price in an active market. However, in view of the
short maturity of the fund, the directors are of the opinion that the fair
value of the unlisted investment fund approximates its cost as at the end

of the reporting period.

CASH AND CASH EQUIVALENTS

(a) CAREGAEEAEHESEBHRE
BARRFEBERAMESLDR

b) EZRAFLTREEZSIENE
BhmsLEMLERE - Af - AR
FEMREESNEBRE  HES
RRFLMREES ZAVEER
BIEHRERNERENSE -

25 BeRBAEEEY

The Group The Company
A&EHE ARFE
2011 2010 2011 2010
~g—-%  -3-3F  —8--%  C-3-%f
RMB’000 RMB'000 RMB’000 RMB'000

ARBF R ARBTE AR®B TR ARETT

Cash and bank balances Re RRITHER 22,266 24,614 1,912 4,837
Time deposits EHER 108,625 137,269 — —
130,891 161,883 1,912 4837

Cash at banks earn interest at floating rates based on daily bank deposit rates.
Short term time deposits are made for varying periods within three months
depending on the immediate cash requirements of the Group, and earn
interest at the respective short term deposit rates. The directors consider the

carrying amounts of cash and cash equivalents approximate their fair values.

BRRBIZASERBRTERNER
EMEWIHNEESHE - £E=1EA
ATRABRBREAKENEMRE RS
FRARBMESRER  LARBETREH
FRMEMERNE - EFZRAAER
ReFBR cRENSERERTE
=08
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25. CASH AND CASH EQUIVALENTS (Contd) 25.

The carrying amounts of cash and bank balances are denominated in the

following currencies:

The Group
BN
2011 2010
—E2-—-F —E-FF
RMB’000 RMB'000
ARB TR ARETT

RERBEEEY (&)

Re RBTFR AEGAATERZ
5

The Company

A7
2011 2010
—g--%  -3-%F
RMB’000 RMB'000

ARBTR AR®T T

Renminbi AR 127,564 154,087 =
Hong Kong dollars B 3,327 7,796 1,912 4,837
130,891 161,883 1,912 4,837

RMB is not freely convertible into foreign currencies in the PRC. Under the
PRC'’s Foreign Exchange Control Regulations and Administration of Settlement
and Sale and Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for foreign currencies through banks authorised to conduct

foreign exchange business.

m Qianlong Technology International Holdings Limited RIERRERERARD A
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26. TRADE AND OTHER PAYABLES

Notes to the Financial Statements

B R SR R M
—E——f+-f=+-H

26. EZREMENK

The Group The Company
ARF

2011 2010 2011 2010
—g—-%  -F-TF -B--%  -F-%f
RMB’000 RMB’'000 RMB’000 RMB'000
ARBF R ARBTE AR®B TR ARETT
Trade payables EE)ANEN 1,910 2,437 — —
Receipts in advance TR 1,128 463 — —
Other payables Hofth FE 3K 3,230 3,042 — —
Accruals FERT IR 8,362 7325 160 92
14,630 13,267 160 92

(@)

The following is an ageing analysis of trade payables, based on the invoice

date, at the end of the reporting period:

(a)

BLERER  BRERNRCARER
RER) RREDAT

The Group
%

2011 2010

—B-—-F —ET-F
RMB’000 RMB'000
ARET R ARETFTT
Within | month —EAR 1,199 1,531
| to 3 months —Z2=fAA 699 718

More than 3 months but HBiB=1EA

less than |2 months BRR+=EA 4 180
More than 2 months BE+=EA 8 8
1,910 2,437
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31 December 201 |

—3——£+-f=+-A
26. TRADE AND OTHER PAYABLES (Cont'd) 26. EZRHMWERK (&)
(b) The carrying amount of trade payables is denominated in the following b) BESEMRZEENATIEES
currencies: N
The Group
FEHE
2011 2010
—E-—-F —E-FF
RMB’000 RMB'000
AR®TR ARETT
Renminbi AR 865 909
Hong Kong dollars ke 1,045 1,528
1,910 2,437
(c) All other payables and accruals are expected to be settled within one (c) FPIAEMNFIAREAFIELDN —F
year. WELR -
(d) The directors consider that the carrying amounts of trade and other () EFRREHRHEMENRZEE
payables approximate their fair values. RNERMME D TEE
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—2——F+=A=+-A

27. DEFERRED REVENUE 27. BEEBA

The Group
rEE
2011 2010
—g—-%  -3-3%
RMB’000 RMB'000
ARBTR ARBETT

Amounts to be recognised as revenue R—FREHER AR D5
within | year classified as current liabilities ¢%»m§UE1EZZmAIE 49,340 49,647
Amounts to be recognised as revenue —FERBERBREL S E
after | year classified as non-current liabilities Z%é‘F};\L@JETE\ZfAIM 8,256 6,528
57,596 56,175
Deferred revenue represents maintenance service and usage fees received in BRI AN E & B AR R RE
advance at the end of the reporting period. RBRERE -
28. SHARE CAPITAL 28. BRA
Number of
shares of ordinary Amount
The Company HK$0.10 each £H
N EER2HE RMB’000
B RHK$0.10 AR®ETR
Authorised: EERAE
At | January 2010, R-ZZE—ZTF—-H—R"
31 December 2010 and 201 | E-EERIT—F
TZA=+—H 1,000,000,000 106,510
Issued and fully paid: BEITRBRRAE
At | January 2010, R_ZE-—FTF—H—RH"
31 December 2010 and 201 | —E-RERIT——F
+=—A=+—8 252,600,000 26,128
All the shares issued by the Company rank pari passu and do not carry pre- AREMBECETRNZERASER
emptive rights. BYEERBEE-
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31 December 201 |
—E——F+-RA=1+-8

29. RESERVES 29.
Share Exchange Accumulated
premium reserve losses Total
BRARE SME 1B 25t EE Gl
RMB’000 RMB’000 RMB’000 RMB’000
ARB TR ARB TR AR® TR AR® TR
(Note (a)) (Note (b))
(M5 (a) (KYEE (b))
The Company ¥ /N
At | January 2010 RZZE-ZF
—H—H 44939 (3,162) (53,577) (11,800)
Exchange differences arising AR BREE L
on translation of the financial AREAEEZREY
statements of the Company RZERZER
into the presentation currency
of the Group — (607) — (607)
Profit for the year REFRBHN — — 23,188 23,188
Total comprehensive AEE2HKGETE
income for the year — (607) 23,188 22,581
Interim dividend paid XA HEIRR R (11,018) — — (11,018)
At 31 December 2010 R-B—FF
TZA=+—H 33,921 (3,769) (30,389) (237)
Exchange differences arising ARAHBREBL
on translation of the financial ~ BAEEZHREK
statements of the Company B2 BN ZR
into the presentation
currency of the Group — (1,158) — (1,158)
Loss for the year NEEEE — — (2,667) (2,667)
Total comprehensive income ~ ANEEZ2H
for the year W B — (1,158) (2,667) (3,825)
At 31 December 201 | R_F——%F
+=ZA=+—8H 33,921 (4,927) (33,056) (4,062)

w Qianlong Technology International Holdings Limited RIERRERERARD A



Notes to the Financial Statements

29. RESERVES (Cont'd)

Movement in reserves of the Group are set out in the consolidated statement

of changes in equity on page 43 of the financial statements.

(@)

(b)

Share premium

The application of the share premium account is governed by Section
148(a) of the Company’s articles of association and the Cayman Islands
Companies Law (Revised), which provides that the share premium
account may be applied in paying distributions or dividends to members,
provided immediately following the date on which distribution or
dividend is proposed to be paid, the Company will be able to pay its

debts as they fall due in the ordinary course of business.

Exchange reserve

The exchange reserve comprises all foreign exchange differences arising
from the translation of the financial statements of foreign operations. The
reserve is dealt with in accordance with the Group's accounting policy

set out in Note 4(p).

General reserve

According to the relevant rules and regulations in the PRC, each of the
Company’s PRC subsidiaries shall provide 10% of the annual net income
after tax, based on the subsidiary's PRC statutory accounts, as a general
reserve, until the balance reaches 50% of the respective subsidiary’s
registered capital. Further appropriations can be made at the directors’

discretion.

The general reserve can be used to set off any accumulated losses or

converted into paid-up capital of the respective subsidiary.

Merger reserve

The merger reserve arose as a result of the Group reorganisation in
1999 and represented the net difference between the value recorded for
the shares issued by the Company and the nominal value of the issued

share capital of the subsidiary received in exchange.

29.

(a)

(b)

(d)

BA RS AR MY EE

31 December 201 |
—F——#+=A=t+-8

@t @)
B2 B BB R 43
SARKEHES -

BRARE
BARERCEREETARRMARE
SARIF148(a) RS BS DR (B
AIAR) © Bl BRERBEBED TR HHEK
BZB  RARBBEEEEE KRS
BEPIHEE  BOEERTAR
KBRS EBE

SHERE
MNERRERMERLRIIEEHHG
RERAELECELZHE - BERENE
AP ARE S5 REREIE

—Ri#tE

RETEAREZR  AREERE®EMH
BARHAREREAEREMIIFE
R EFREZ10%ER—REE - B
EHEAGREDNZHNBAREMER0%
Rl -BEEFSAATRERINE

Eo
A °

BRAMBLR . —REFGAAELHR
AERABRERRAE

AptRE
ARAZAHBEHEEAEER—AAN
FEMSIE  BADRETZRAE
EEMBARRNAERETFAEEL
ERFE -
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31 December 201 |
“F——#t-A=t+-8

29. RESERVES (Contd) 29. f#fE (&)

(e) Distributable reserves
At 31 December 2011, the Company had accumulated losses of
RMB33,560,000 (2010: RMB30,389,000), and after taking into
consideration of the balance of share premium account, subject to the
provisions of the Cayman Islands Companies Law (Revised) as noted in
(a) above, the aggregate amount of reserves available for distribution to
owners of the Company was RMB865,000 (2010: RMB3,532,000).

(e) WHEHEHME
RZE——$+ZA=+—H K
RAZEEEBAARE
33,560,000 (ZE—ZF : AR
#30,389,0007T) - Joik £ P
(il AEHERREZRT
(B3]  BHERNGEER &
B AIESRTARARRR ZHE
w5 A NR¥865,000T (Z2—F
F: AR¥3,532,0007T) °

30. DIVIDENDS 30. RE
2011 2010
—E-—F —T-TF
RMB’000 RMB'000
AR®TR AREFT
Interim dividend paid — HK$0.05 XA E —BRER 0.05 T
(equivalent to approximately (HERARY 0.044 7T)

RMB0.044) per share

— 11,018

At a meeting held on 13 May 2010, the directors recommended to paid an
interim dividend of HK$0.05 (equivalent to approximately RMB0.044) per
share, totalling HK$12,630,000 (equivalent to approximately RMBI1,018,000)
to shareholders whose names appeared on the Register of Members of the

Company at the close of business on 7 June 2010.

No final dividend has been paid or proposed at the end of reporting period
(2010: RMBNIl).

m Qianlong Technology International Holdings Limited RIERRERERARD A

RZE-TFRAAT=-HETNEH
I EEEEIAR-Z-ZTFEAAL
AXSAERKERARZEZMEZR
RERET0.05T (HERARE0.044
) KR IR 8 - AFHE7T12,630,0007T
(HHER AR11,018,0007T) °
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FRRERE - (Z2—TF : ARKT
TC) °
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32.

Notes to the Financial Statements

BA RS AR MY EE

31 December 201 |
—F——#+=A=t+-8

OPERATING LEASE ARRANGEMENTS 3. REHEZH
At the end of the reporting period, the Group had outstanding minimum RELERER  AEERETAIHEL
commitments under non-cancellable operating leases, which fall due as follows: EUME s RRZERSABNT ¢
The Group
rEE
2011 2010
—2-—-F —2—FF
RMB’000 RMB’000
ARBTR AR®T T
Within | year —5R 1,993 1,737
In the second to fifth years inclusive F_FEELF (BHEEEMF) 1,208 415
3,201 2,152
The Group leases a number of properties under operating leases, which AEERBREHOHELZEME - B
typically run for an initial period of | to 2 years, with an option to renew the E-RIOSRB-—ZEMF  2HERE
lease when all terms are renegotiated. None of the leases includes contingent FmEE BRENES - HERNE
rentals. RIAES -
RELATED PARTY TRANSACTIONS 32. BMRALR S

Save as disclosed elsewhere in these financial statements, the Group had no
other significant related party transactions during the years ended 3|

December 201 | and 2010.

The remuneration of key management personnel included directors’

remuneration, which is disclosed in Note || to the financial statements.

BREBREHBESHEN AEEREE
B —FRF-FT-FTFF+-_A=+—
BZERNTETMEABHARS -

BREFEANCIZEEEEREZME
EEMBRE 2RI -
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31 December 201 |
“F——#t-A=t+-8

33. CAPITAL COMMITMENT

33. EXREE

The Group
rEE
2011 2010
—2—-f —TFF
RMB’000 RMB'000
AR® TR ARETT

Commitments for the acquisition of WM - R K
property, plant and equipment: RABEKE
— contracted for but not provided —BEEEKEREE

— 905

34. EVENTS AFTER THE REPORTING PERIOD

On 6 February 2012, two wholly-owned subsidiaries of the Company
subscribed for the unlisted investment fund managed by a bank in the PRC
which will mature on 26 April 2012, at a total consideration of RMB27,000,000
for investment purpose (the “Subscription”). The Subscription constitutes a
discloseable transaction under the Listing Rules and details of the transactions
were disclosed in the Company's announcements dated 6 February 2012 and
22 March 2012.

35. CAPITAL RISK MANAGEMENT
The Group's objective of managing capital is to safeguard the Group's ability to
continue as a going concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an optimal capital structure to

reduce cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue

new shares or sell assets to reduce debts.

The Group is debt free and the capital structure of the Group consists of
equity attributable to owners of the Company only, comprising share capital

and reserves.

m Qianlong Technology International Holdings Limited RIERRERERARD A

34. REARSHE

RZF-—ZFZAX B ARARHAZ
EMBARRE THRE-—RRTER
MELTRERS  ZREEEHKE=
—ZEMAZ+BEE BRESE
A ARE27,000,0000C ' UIRE AR
B ([REFE]) - RELWARNERE
FEBKARA-BATRERS X
SHBEER-_T——F-A~BRZ=Z

—ZF=AZ+ZRzRAEAE

*IH

35. EXEBERE
FEBEREAY B EARBAEER
B N NARESRDR A
HibER S A ABRAE  YhERE
B BEBURDBRRY -

REFAHBRERGERE  A5EXEH
BERRREMREZEE  ARRER
B RBITHBO LU ET -

AEBEEMEFLAAEBZERE
BREEALAHEEARMGKRN - EF
BERAREE



Notes to the Financial Statements

36. FINANCIAL RISK MANAGEMENT

The main risks arising from the Groups’ financial instruments in the normal

course of the Group'’s business are credit risk, liquidity risk, interest rate risk,

currency risk and price risk.

The Group does not consider it necessary to use derivative financial

instruments to hedge these risk exposures. The Group does not enter into or

trade financial instruments, including derivative financial instruments, for

speculative purposes.

These risks are limited by the Group's financial management policies and

practices described below:

U

(ii)

Credit risk
The carrying amount of financial assets included in the consolidated
statement of financial position represents the Group's maximum

exposure to credit risk.

The Group's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. The default risk of the industry and
country in which customers operate also has an influence on credit risk
but to a lesser extent. The Group had a certain concentration of credit
risk. As at 31 December 2011, the Group's trade receivables from five
customers accounted for 61% (2010: 48%) of the Group’s total trade

receivables.

The credit risk on liquid fund is limited because the counterparties are

reputable banks.

Liquidity risk
The Group's policy is to regularly monitor its current and expected
liquidity requirements to ensure that it maintains sufficient reserves of

cash to meet its liquidity requirements in the short and longer term.

The Group's financial liabilities at the end of the reporting period are all

interest-free and are due within one year or on demand.

BA RS AR MY EE

31 December 201 |
—F——#+=A=t+-8

36. MEERER

ﬁﬁﬁiﬁ@ﬁ¢§@1ﬂﬁﬁmii
AA/_\E{*EH M ’ //Ib@”_l: %'J"—_%——(EL
M'%E@ﬂﬁﬁﬁﬁﬂ°

AEERRREVEFRITEERIA
REAPELER - AREHRZHEHIE
REeMIABETEERIARRE
BEMW -

AEBZHHERRERENRSTE
LA SBIT :

(i) FEARR
EEARBERARD 2 EMEER
BERRAKEZEAEERER

& o
R

AEERX 2 EERRTE
FOERNEHMTE - EPEET
E$REBEER 2 ENER DY
FERBRFRTYE  ERERE
AEEEATHIEERR K=
T——4+-A=+—H r5E
REAUEFPHMESEIGEERE
EESRENREENG1% (2T —
TF : 48%) °

i

%
A

=5
X
WAL 7
.

=

o

BAABETHRMERT  RBE
ENEERRAR -

(i) RBESEE
AEBENHRRTE REEE RN RLBRY
RBBL - BRERFTHORSFHE
KinrEH R AR ER -

FEERBLERER ZHBRED
REE  YEARNGEERR—FAL
ZREX
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36. FINANCIAL RISK MANAGEMENT (Cont'd)
(i) Interest rate risk
Other than cash at banks and time deposits, the Group has no significant
interest-bearing assets and liabilities, and its income and operating cash
flows are substantially independent of changes in market interest rates.
Cash at banks and time deposits earn interest at floating rates and

expose the Group to cash flow interest rate risk.

(iv) Currency risk
The Group mainly operated in the PRC and has no significant exposure
to any specific foreign currency, except that the Group has certain
foreign currency monetary assets and liabilities denominated in Hong
Kong dollars (“HK$").

An analysis on the Company’s sensitivity to a 5% fluctuation in the
exchange rate between RMB and HK$ was performed assuming that the
change in the exchange rate had occurred at the end of the reporting
period. 5% is the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and represents
management'’s assessment of the reasonably possible change in exchange
rate of HK$ against RMB. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts their
translation at the year end for a 5% change in foreign currency rates.
Where HK$ weakens against RMB by 5%, the Company’s profit for the
year and retained profits will be decreased by approximately
RMB 105,000 (2010: RMB278,000). Where HK$ strengthens against RMB,
there would be an equal and opposite impact on the profit after income
tax and retained profits. The analysis is performed on the same basis for
2010.
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(iii)

(iv)
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BREBETHERTHER 2N B&E
BYvREENGEEREERE
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BURTENEEE - RITRER
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A EESBSRENERE -

SNERLRR
AEBZIREBYEREET -
GAKERAETEREERAR
o REEPREMBEINENE
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AARBHEARBEBTERZ
5% 18 2 MREETHN » LRK
EHEXZHERHRED LR o

b%—ERABEZERA SR
BTRAARBEXRBRERTER
ERFERACHBLE  NERE
HINER R e Z B A BT -
BRMESITEUINET B 2 EREM
T8 B R E R IAE % INETE R AR R D
o WBTEARETHKRE% - KA
Al 2 BBt e B A R AR B BRI
#HAR¥ 105,000 (ZF—FF -
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31 December 201 |

“Z——F+ZA=1-H
36. FINANCIAL RISK MANAGEMENT (Cont'd) 36. MEEKRER (#)
(v) Equity price risk (v) BRAEER@E
The Group is not exposed to any significant equity securities risk or AEEREEARAZFREBRKERD
commodity price risk. mERER
(vi) Fair values (vi) RFEE
(@ As at 31 December 2011 and 2010, the Group’s unlisted (@) RZB——FR_T-TF+
investment fund is measured at fair value, which is equivalent to its Z“R=+—8B K&EB¥EM
cost in view of the short maturity. In accordance with HKFRS 7, the REEDRAFEEE -
fair value of the unlisted investment fund is based on Level 3 fair AREHSRERRE  HASHE
value measurement hierarchy - inputs for asset or liability that are [R{E - BEEBMBEHRE LR
not based on observable market data (that is unobservable inputs). FME - FLTREESNA
During the year, there are no movements, transfers and gains or TERERBREATEBEI;ES
losses of the unlisted investment fund. BI-WABELIEREA

EmSBEHE (A AARE
ANEWEERRR - EXF
B FETREESRBER
28 BELRERESE -

(b) The fair values of the Group's other financial assets and liabilities b) AEELBMEERBREZAF
are not materially different from their carrying amounts. BEREAEREANERE
E o
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37. SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES 37. ¢REENRESREBI ENE
BY CATEGORY

The carrying amounts of the Group's financial assets and financial liabilities as AEER_Z—FR-_Z-TFF=
recognised at 31 December 201 | and 2010 may be categorised as follows: A=T-BRRAZeHEEREHMERE
ZEESENT
2011 2010
—E-—-F —T-TF
RMB’000 RMB'000

ARBTR AR®T T

Financial assets TREE

Fair value through profit or loss ARG ATE

- Investments held for trading —BIRAZRE 8,000 8,000

Loans and receivables SR RERZKIEA

(including cash and bank balances) (BREAE RRITER) 138,798 168,756

Financial liabilities A S=N

Financial liabilities measured REER AT

at amortised cost ZEMAE 13,502 12,804

38. APPROVAL OF THE FINANCIAL STATEMENTS 38. #EMBER

The financial statements were approved and authorised for issue by the board EZeRN T -F=RA-t+=Hit#k
of directors on 23 March 2012. RERETEMBRE
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Five-Year Financial Summary
EFPHREE

AEEH ERREMBREECGEEE BEX
BENRBREAEE c KERUMBRE - LF
MR

The consolidated results, assets and liabilities of the Group for the last five financial
years as extracted from the audited financial statements of the Group are

summarised below:

For the year ended 3| December

BE+-A=+-BLFE

2011 2010 2009 2008 2007
“B-——-§ _T-TF _TTNF _TTN\F _ITTtH
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR AR®TR AR®TR ARETR
RESULTS ES
Turnover LEB 116,730 112,436 84,146 71,200 52,825
Cost of sales HERR (33,836) (30,586) (24,360) (20,057) (17,290)
Gross profit EH 82,894 81,850 59,786 51,143 35,535
Other income H AU A 14,822 15281 10921 6,820 5814
Other gains and losses H e )R B 18 96 261 9) 2,255 4,083
Selling and distribution costs HERDHFX (34,507) (42,668) (22,866) (17,304) (14,748)
Administrative expenses TR (41,171) (30,570) (26,084) (23,091) (18,710)
Share of (loss)/profit of an i N

associate (B8) /&7 = — — (269) 8l
Profit before income tax B 0 Al 22 7 22,134 24,154 21,748 19,554 12,055
Income tax Biks2 (1,164) (1,580) (3.311) (2,768) (500)
Profit for the year REZRER 20,970 22,574 18,437 16,786 11,555
RMB RMB RMB RMB RMB
AR® AR AR AR AR

Earnings per share - Basic and BREFN -ERK
diluted #E 0.0830 0.0894 0.0730 0.0762 0.0550
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hFEMERE
As at 3| Decenber
2011 2010 2009 2008 2007
—E-—-& —T-2F —FTTHNF —ZETNF —ZTTLF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR ARETT ARETT AR®TT AR%®TrR
ASSETS AND LIABILITIES EERERE
Property, plant and equipment #13 * B E K& 30,454 33456 35,086 36,452 38,686
Investment properties REME 16,397 — — — —
Other non-current assets HM3ERBEE 39,697 3,000 — — 278
Current assets mEEE 151,417 180,01 150,079 118,559 81,807
Total assets BEHE 237,965 216,467 185,165 155,01 | 120,771
Current liabilities nEEE (64,517) (65471) (46,748) (36,732) (33,183)
Total assets less current BELERTD
liabilities BfE 173,448 150,996 138,417 118,279 87,588
Non-current liabilities FRBEE (9,524) (6,883) (4,832) (2,801) (2,385)
Net assets BEFE 163,924 144,113 133,585 115,478 85,203
Share capital R 26,128 26,128 26,128 26,128 22,420
Reserves G 137,796 117,985 107,457 89,350 62,759
Equity attributable to RREER A
owners of the Company FE 15 A& 12 163,924 144,113 133,585 115478 85,179
Non-controlling interests R ER = = = = 24
Total equity BmiEE 163,924 144,113 133,585 115,478 85,203
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