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

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

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

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

This report, for which the directors (the “Directors”) of Global Energy Resources International Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with
regard to the Company. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge
and belief the information contained in this report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement herein or this report misleading.
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Group Financial Summary

Year ended
31 December
2007 2008 2009 2010 2011
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
RESULTS
Turnover 1,417 1,193 14,553 4,796 25,474
Loss before taxation (2,846) (7,174) (9,352) (17,896) (19,766)
Taxation - 51 43 (25) (342)
Loss for the year (2,846) (7,123) (9,309) (17,921) (20,108)
At 31 December
2007 2008 2009 2010 2011
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
ASSETS AND LIABILITIES
Total assets 5,172 18,548 16,349 59,157 54,300
Total liabilities (3,501) (8,273) (10,371) (17,254) (20,005)
Net assets 1,671 15,275 5,978 41,903 34,295
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Chairman’s Statement

Dear shareholders,

On behalf of the board of directors (the “Board” or the "Directors”) of Global Energy Resources International Group Limited (the
“Company”), | herein present the results of the Company and its subsidiaries (collectively referred to as the “Group”) for the
year ended 31 December 2011.

BUSINESS AND FINANCIAL OVERVIEW

During the year, the Group’s turnover and loss attributable to owners of the Company were approximately HK$25,474,000
(2010: HK$4,796,000) and approximately HK$21,255,000 (2010: HK$17,996,000) respectively, which represent an increase
of approximately 431% in turnover and an increase of approximately 18.1% in loss attributable to owners of the Company as
compared with the previous corresponding year.

Due to growing global economic uncertainties, the operating environment in 2011 was difficult. However, we continued
to develop areas where our business is strong and further increase our potential customer base and market share. In
accordance with the Company’s mission, “Energy Saving, Environmentally Friendly and Low Cost”, we have, in the past
years, developed and launched a series of environmentally friendly air-conditioners and related products. We rely on our
trusted brand as the foundation to our long-term growth and to maintain a sustainable operating result.

During the year, we developed the centralized telecommunication computer room environmentally friendly air-conditioner
and successfully introduced it into the market to meet the growing demand for energy saving measures and we have
continued to gain recognition in this regard. Furthermore, we have successfully tested a new environmentally friendly cooling
fan dedicated for agricultural use and two pilot projects were arranged by the dealers to install in Fangcun Flower Market,
Guangzhou and in one of the breeding farms of an established group in Inner Mongolia respectively. Generally the new
product has been well received by pilot users.

Currently, as China’s agricultural market is booming and is expected to continue its strong upward momentum in the future,
maintaining a suitable temperature for high-end livestock or plants offers opportunities for the environmentally friendly
cooling fan industry to increase their operating profit. For the coming year, the Company’s marketing efforts including on-line
advertisements, agricultural fairs, etc. will gradually be focused on the agricultural industry in order to grab opportunities in
advance.

After the beginning of the new financial year, we had several meetings with dealers and it is generally believed that the
environmentally friendly air-conditioner and cooling fan market would steadily grow in 2012. Currently, the Company has
prepared inventory for forthcoming sales in accordance with sales planning. Looking ahead, we believe our market share and
sales will further increase following the growing recognition of our brand in the market.

The goal of the Company is to become the leading provider of environmentally friendly air-conditioners for energy saving and
environmental friendly enterprises in the Mainland, and a top three leading industrial environmentally friendly air-conditioners
supplier in Greater China. We will redouble our efforts to continue creating value for our stakeholders, customers and staff as
we move closer to our goal.



NNUAL REPORT 2011 =G URCES INTERNATIONAL GROUP L|

Chairman’s Statement

PROSPECTS

Looking ahead, the Group will continue to focus on its business in China because we believe that Mainland China will benefit
from its ongoing economic development. The management of the Company continues to have an optimistic outlook for
the sales of environmentally friendly air-conditioners and cooling fans and expects the sales of industrial environmentally
friendly air-conditioners and cooling fans will further increase and contribute a significant part of the revenue of the Group
in the coming financial year. Meanwhile, the Group will also continue to adopt strict cost control policies in managing our
operations and enhance our strengths.

The Group will not only continue to improve its existing business but also keep seeking opportunities to invest in the energy
and resources businesses including in particular the coalbed methane (“CBM”) business with a view to bringing in improved
returns and providing greater value to our shareholders.

On behalf of the Board, | would like to express my heartfelt gratitude to our shareholders, customers and business partners
for their continued support in the challenging economic environment. We undertake to increase value in every way we can
for our customers and shareholders. My thanks also go to the board members, management and all of our staff for their
dedication and hard work.

Li Shan Jie
Chairman

Hong Kong, 21 March 2012
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Management Discussion and Analysis

GENERAL

The Group is principally engaged in manufacturing and sales of environmentally friendly air-conditioners and related products,
and the provision of information technology and engineering consultancy services.

FINANCIAL REVIEW
Results

During the year under review, the Group recorded a turnover of approximately HK$25,474,000 (2010: approximately
HK$4,796,000), representing an increase of approximately 431% in turnover as compared with previous year. The increase
in turnover was attributable to the acquisition of 51% of the equity interest in Shenzhen Shun Tian Yun Environmental
Technology Limited* which was completed in September 2010 and its contribution to the Group’s turnover being fully
reflected in the financial year under review. Loss attributable to owners of the Company for the year ended 31 December
2011 amounted to approximately HK$21,255,000 (2010: approximately HK$17,996,000), representing an increase of
approximately 18.1% as compared with previous year. The increase in the loss attributable to owners of the Company was
mainly due to increase in fees paid to professional advisers in looking for new investment opportunities in new business
areas.

Liquidity, financial resources and capital structure

As at 31 December 2011, the Group had assets of approximately HK$54,300,000 (2010: approximately HK$59,157,000),
including net cash and bank balances of approximately HK$8,944,000 (2010: approximately HK$26,375,000). As at 31
December 2011, the Group’s trade receivables of approximately HK$4,862,000 (2010: Nil) was pledged as collateral for the
Group’s bank borrowing.

During the year under review, the Group financed its operations with internally generated cash flow, a shareholder loan and a
short-term bank loan (as referred below).

Capital structure

There was no change in the capital structure of the Company for the year ended 31 December 2011. During the year under
review, the Company did not issue any new Shares (2010: 6,980,000,000 new Shares).

Gearing

As at 31 December 2011, the Group had outstanding bank borrowing of approximately RMB4,987,000 (approximately
HK$6,044,000) which was a short term revolving loan at floating rates (31 December 2010: Nil). The unutilized bank loan
facilities amount to approximately RMB13,000 (approximately HK$15,755) (31 December 2010: Nil). As at 31 December
2011, the Group had an outstanding loan of HK$2,000,000 (2010: Nil) due to the controlling shareholder, Sound Treasure
Holdings Limited, which is unsecured , interest-free and repayable on demand. The gearing ratio of the Group, the ratio
between net debt and total equity attributable to owners of the Company, was approximately 1.5% for the year ended 31
December 2011 (31 December 2010: Nil).

Details of the Group’s gearing ratio are set out in note 36 to the financial statement.

Segment information

During the year under review, the Group’s reportable segments are “Manufacturing and sales of air-conditioners and
related products” and “Provision of information technology and engineering consultancy services”. Analysis of the Group’s
revenue and results, as well as analysis of the carrying amount of segment assets and liabilities, and capital expenditures by
geographical market have been presented.

Details of the Group’s segment information are set out in note 5 to the financial statement.

*

The English transliteration of Chinese name is included in this announcement for reference only and should not be regarded as its
official English name.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENTS
Material acquisitions or disposals of subsidiaries and affiliated companies
The Company did not have any material acquisitions or disposal of subsidiaries and affiliated companies during the year.

Contingent liabilities
As at 31 December 2011, the Group had no material contingent liabilities.

Treasury policies

The Group adopts a conservative approach towards its treasury policies. The Group strives to reduce its exposure to credit
risk by performing ongoing credit evaluations of the financial conditions of its customers. To manage liquidity risk, the Board
closely monitors the Group’s liquidity position to ensure that the liquidity structure of the Group’s assets, liabilities and
commitments can meet its funding requirements.

Foreign exchange exposure

The Group’s income and expenditure during the year ended 31 December 2011 were denominated either in Hong Kong
dollars (“HK$”) or Renminbi (“RMB”), and most of the assets and liabilities as at 31 December 2011 were denominated
either in HK$ or RMB. The Group did not experience any material impact or difficulties in liquidity on its operations resulting
from the fluctuation in exchange rate, and no hedging transaction or forward contract arrangement was made by the Group
during the year under review.

Future plans for material investments

In addition to the continual improvement of the operating performance of the existing business, the Group is actively looking
for new investment opportunities in the energy and resources business including in particular in the coalbed methane
business with a view to bringing in improved returns and providing greater value to the shareholder.

Employees and remuneration policies

As at 31 December 2011, the Group had 80 (2010: 87) full-time employees in Hong Kong and the PRC. Total staff costs
(including Directors’ remuneration) were approximately HK$7,816,000 for the year ended 31 December 2011 (2010:
approximately HK$9,067,000). Remuneration is determined with reference to market terms, employment conditions,
responsibilities and the performance, qualification and experience of individual employee. Other benefits include Corporate
Liabilities Insurance for the Directors and Officers, contributions to the statutory mandatory provident fund scheme for its
employees in Hong Kong and social insurance for its employees in the PRC, and are paid at appropriate levels.



GLOBAL ENERGY RESOURCES INTERNATIONAL GROUP LIMITED == ANNUAL REPORT 2011

Directors and Senior Management Profiles

EXECUTIVE DIRECTORS

Mr. Li Shan Jie, aged 45, is the Chairman, executive Director and the chairman of the nomination committee of the Board.
Mr. Li obtained a Master of Science degree in Engineering of Shenyang Gongye College* (#F5 T % 2%, now known
as Shenyang Ligong University* (EF5I2 T K 2), same hereinafter), a Master of Economics degree in World Economics
of Liaoning University* (% X £ and Doctor of Economics degree in Political Economy of Liaoning University*, and is
a qualified Senior Mechanical Engineer of Liaoning Province, China. Mr. Li was a mechanical engineer of China North
Industries Controlling Company* (Bl 28 T 2 42/2 7], now known as China North Industries Group Corporation* (4
Bl 28 T 2% 2 7)), the assistant principal of Shenyang Gongye College* and the president of the Coalbed Methane
Engineering Department of Shenyang Ligong University* (53 T REH E R TFEET) and the president of Northeast
Asia Development Research Institute* (821558 FZ A 3EFT). Mr. Li is a member of the council of Promotion Center for China
Emergency Assistance* (FF B R E 2 2R uE 2 A 1)) and the chief economist of International Eco-Safety Cooperative
Organization* (B[R A 8E% 2 A 1EARAR). Mr. Li was a committee member of the 4th conference of the 10th Chinese People’s
Political Consultative Conference of Liaoning Province, China* (FF BI3E 24 K17 55 + R B MR &55).

Mr. Zhang Shi Min, aged 54, is the Chief Executive Officer, an executive Director, member of the nomination committee
and remuneration committee of the Board, and a director in a number of subsidiaries of the Group. Mr. Zhang has extensive
experience in corporate operating management and risk management. Mr. Zhang graduated from Faculty of Humanities
and Social Science* (At &HRIEZ X) of Hunan University with a Bachelor of Management Studies* (1T & EE(7). In
addition, he was part of the senior management of Shenzhen Kang Wo Dian Qi Ji Shu Co., Limited* (ZJIIFAE Rl B R
/A\]) and an executive director and the financial controller of Xi An Chun Ri Wang Luo Neng Yuan Co., Ltd.* (Fi% & B 434
NN INT

BEIRBIRA ﬂ).

Mr. Qie Bing Bing, aged 27, is an executive Director, a member of the corporate governance committee of the Board, and
a director in a number of subsidiaries of the Group. Mr. Qie was promoted to the chief operating officer of the Company
on 30 May 2011, but was re-designated to the Chief Investment Officer on 15 February 2012. Alongside with his years of
experience in enterprise management and capital operation, Mr. Qie is also well-versed with the management, operation,
exploration and exploitation in the field of mineral resources, petroleum and liquid petrol gas. When Mr. Qie worked for Bosch
Rexroth Electric Drives and Controls (Shenzhen) Co., Ltd., he had participated in the overall market development in mainland
China, as well as overseeing the merger and acquisition activities in the scope of electric drives and control in China. Mr. Qie
graduated from China Central Radio and TV University* (1 R E## B AR A E2) with certificate in Business Administration* (L
EIBEFEHEE). Mr. Qe was a sales director of Bosch Rexroth Electric Drives and Controls (Shenzhen) Co., Ltd.* ({ft =+
L4F TEEH e H] ORI BFRAF) in East China and an investment director of Shenzhen Careall Capital Investment Co.,

Ltd (RYITERE AR R EERAR),

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Wah, aged 47, is an independent non-executive Director, chairman of the audit committee, remuneration
committee and corporate governance committee of the Board and a member of the nomination committee of the Board. He
is a member of the Hong Kong Institute of Certified Public Accountants, a member of the Institute of Chartered Accountants
in England and Wales and a fellow member of the Association of Chartered Certified Accountants. He graduated from the
University of Hong Kong with a Bachelor of Science degree. Mr. Leung has extensive experience in finance and accounting
including working experience in international accounting firms, including Ernst & Young and Deloitte Touche Tohmatsu. Mr.
Leung was the company secretary of AUPU Group Holding Company Limited (“AUPU”). He is the chief financial officer of
AUPU, the share of which is listed on the Main Board of the Stock Exchange.

*

The English transliteration of the Chinese name(s), where indicated, is included for information only, and should not be regarded as
the official English name(s) of such Chinese name(s).
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Directors and Senior Management Profiles

INDEPENDENT NON-EXECUTIVE DIRECTORS (Continued)

Mr. Fung Hoi Wing, Henry, aged 56, is an independent non-executive Director, member of the audit committee,
nomination committee, remuneration committee and corporate governance committee of the Board. He is a Notary Public
and Solicitor of Messrs. Fung, Wong, Ng & Lam, Solicitors and Notaries of Hong Kong. He is also a China-Appointed
Attesting Officer. He graduated from the University of Hong Kong with a Bachelor of Social Sciences degree. Mr. Fung is
an independent non-executive director and a member of the audit committee of Merdeka Resources Holdings Limited, the
share of which is listed on the GEM Board of the Stock Exchange.

Mr. Cheung Chung Leung, Richard, aged 58, is an independent non-executive Director, member of the audit committee,
nomination committee, remuneration committee and corporate governance committee of the Board. He has over 30 years of
experience as an architect and real estate investment advisor. He graduated from the University of Hong Kong with degrees
of Bachelor of Arts (Architectural Studies) and Bachelor in Architecture. He possesses the People’s Republic of China Class
1 Registered Architects Qualification and is a member of the Hong Kong Institute of Architects. He is also a Registered
Architect pursuant to the Architects Registration Ordinance (Chapter 408 of the Laws of Hong Kong). Mr. Cheung is an
independent non-executive director of Talent Property Group Limited, the share of which is listed on the Main Board of the
Stock Exchange.

SENIOR MANAGEMENT

Ms. Wei Zhe Min, aged 52, is the asset management director of the Group and a director in two subsidiaries of the
Company. Ms. Wei graduated from Guandong Zhongshan University* (&2 11 K£2) with certificate in Business
Administration for In-service Manager* (TEEHEIE TR EIERIZAEHEEE). Ms. Wei had been appointed as senior
management when she worked in a sizable Stated-owned Enterprise, a Sino-foreign Joint Venture Technology Group
Company, an Investment Management Company and professional firms. She had participated and organized in many
projects of operating in investment management, and She is familiar with operating in capital market management, and tax
law and regulations in China. She had professional skills and practicing experience in operation of capital market, finance
management, companies merge and restructure, operating strategy, risk management, etc.

Ms. Qie Miao Miao, aged 30, joined the Group on 5 October 2010. She was promoted to the Chief Administrator on 1
November 2011. Ms. Qie has worked for several international investment firms. She has extensive experiences in investment,
Project Management, Marketing, Equity Merger, etc. She graduated from Renmin University of China* ({7 BI A R A £2) with a
degree of bachelor in finance. Ms. Qie is sister of Mr. Qie Bing Bing, executive Director.

Mr. Xu Guang Li, aged 34, is the Chief Financial Officer, joined the Group on 1 December 2010, appointed as CFO
on 1 March 2011. Mr. Xu, graduated from La Trobe University in Australia majoring in accounting. He has obtained the
qualification of CPA Australia & Hong Kong Institute of Certified Public Accountants. He worked in two leading international
CPA firms and was responsible for auditing, financial advisory and due diligence works etc. He has approximately 10 years
experience in accounting and auditing.

COMPANY SECRETARY

Ms. Li Shan Mui, Janice, aged 38, is the company secretary of the Company. Ms. Li has over 10 years of experience
in audit, accounting, budgeting, financial analysis, administration, etc. She had even worked for many international firms.
Ms. Li graduated from University of Hertfordshire, United Kingdom with a degree of Bachelor of Arts in accounting. Ms. Li
is a member of the Hong Kong Institute of Certified Public Accountants, a fellow member of the Association of Chartered
Certified Accountants, a member of The Taxation Institute of Hong Kong and Certified Tax Adviser, Hong Kong.



Directors’ Report

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of its subsidiaries are set out in note 16 to
the financial statements.

SEGMENT INFORMATION

The analysis of the business and geographical segments of the operations of the Group are set out in note 5 to the financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2011 and the state of affairs of the Group and the Company at
that date, are set out in the financial statements on pages 23 to 25.

DIVIDENDS

The Directors do not recommend the payment of a final dividend for the year ended 31 December 2011 (2010: Nil).

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in note 27 to the financial statements.

RESERVES

Details of the movements in reserves of the Company and of the Group during the year are set out in note 29 to the financial
statements and the consolidated statement of changes in equity on page 26 respectively.

The Company had no reserves available for distribution to the shareholders of the Company as at 31 December 2011 (2010:
Nil).

GROUP FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group announced in previous years are set out on page 2 of this
annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are set out in note 13 to the financial statements.

10
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Directors’ Report

DIRECTORS

The Directors during the year ended 31 December 2011 and up to the date of this annual report were as follows:

Executive Directors

Mr. Li Shan Jie (appointed on 1 June 2011)
Ms. Li Xiao Mei (resigned on 23 June 2011)
Mr. Zhang Shi Min
Mr. Qie Bing Bing

Non-executive Directors

Mr. Wu Gao Yuan (resigned on 1 June 2011)
Mr. Wen Wei Zhong (resigned on 1 June 2011)

Independent non-executive Directors

Mr. Leung Wah
Mr. Fung Hoi Wing, Henry
Mr. Cheung Chung Leung, Richard

Pursuant to bye-law 87(1) of the Company’s bye-laws, at least one-thirds of the Directors shall retire from office by rotation.
In this connection, Mr. Li Shan Jie and Mr. Leung Wah shall retire from office at the conclusion of the forthcoming annual
general meeting of the Company and they, being eligible, will offer themselves for re-election. The Company has received
annual confirmations of independence from Mr. Leung Wah, Mr. Fung Hoi Wing, Henry and Mr. Cheung Chung Leung,
Richard respectively, and as at the date of this annual report still considers them to be independent and none of them had
served the Company for more than 9 years.

DIRECTORS AND SENIOR MANAGEMENT BIOGRAPHIES

Biographical details of the Directors and senior management of the Group as at the date of this annual report are set out on
pages 8 to 9.

DIRECTORS’ SERVICE CONTRACTS

Each of executive Directors, Mr. Li Shan Jie also acts as the Chairman, Mr. Zhang Shi Min also acts as the Chief Executive
Officer and Mr. Qie Bing Bing also acts as the Chief Investment Officer, has entered into a letter of employment with the
Company. Under the letter of employment, each of them receives a basic salary per month without bonus and such other
remuneration are subject to be reviewed by the Remuneration Committee and finally determined by the Board with reference
to the financial performance of the Group, their duties, responsibilities and prevailing market conditions. Each of the letter
of employment shall remain valid unless terminated by either party giving not less than three months’ notice in writing or
payment of three months’ salary (calculated as the total of the salary for each month in this three-month notice period) in lieu
of notice to the other party. At the absolute discretion of the Company, the terms set out on the Letter of Employment may
be suspended until each of them has successfully renewed a valid working permit in Hong Kong.

Each of the independent non-executive Directors has signed a letter of appointment with the Company for the third term of 1
year with effect from 12 January 2012.

Each of the Directors are subject to retirement by rotation and/or re-election at the Company’s annual general meeting in
accordance with the Bye-laws of the Company.

Save as disclosed above, none of the Directors proposed for re-election at the forthcoming annual general meeting of the
Company has a service contract with the Company which is not determinable by the Company within one year without
payment of compensation (other than statutory compensation).

11
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Directors’ Report

DIRECTORS’ INTERESTS IN CONTRACTS

None of the Directors had a material interest, whether directly or indirectly, in any contract of significance subsisting during or
at the end of the year to which the Company or any of its subsidiaries was a party.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of the
Company was entered into or existed during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR ANY ASSOCIATED
CORPORATION

As at 31 December 2011, none of the Directors had any interests and short positions in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance, Cap. 571 of the Laws of Hong Kong (the “SFO”)) which were notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they were taken
or deemed to have under such provisions of the SFO), or which were 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 rules 5.46
to 5.67 of the GEM Listing Rules.

SHARE OPTION SCHEME

A share option scheme was adopted and approved by the then sole member of the Company on 26 October 2002 (the
“Share Option Scheme”). No share options have been granted under the 2002 Share Option Scheme since its adoption. A
new share option scheme (the “2012 Share Option Scheme”) is proposed by the Board to be adopted by the shareholders
at the forthcoming annual general meeting of the Company and the Share Option Scheme shall be abolished accordingly.
Details of proposed 2012 Share Option Scheme is available for inspection during normal business hours at the head office
and principal place of business of the Company in Hong Kong at Unit 2803, 28th Floor, Bank of America Tower, 12 Harcourt
Road, Central, Hong Kong during the 14-day period immediately preceding the forthcoming annual general meeting.

Particulars of the Share Option Scheme are set out in note 28 to the financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Saved as disclosed in the section headed “Directors’ interests and short positions in the shares, underlying shares and
debentures of the Company or any associated corporation” above, at no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

Except for Ms. Li Xian Mei’s interests, prior to her resignation as executive Director on 23 June 2011, at no time during the
year had the Directors and chief executives of the Company (including their spouses and children under 18 years of age) any
interest in, or been granted, or exercised any rights to subscribe for shares (or warrants or debentures, if applicable) of the
Company and its associated corporations (within the meaning of the SFO).

12
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2011, the interests or short positions of person in the shares and underlying shares and debentures of
the Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO or, who is, directly or indirectly, interested in 5% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of any other members of the Group, or any other substantial shareholders
whose interests or short positions were recorded in the register required to be kept by the Company under Section 336 of
the SFO were as follows:

Long positions in shares and underlying shares of the Company

Number of Capacity in which Percentage of

Name of Shareholder shares interested shares are held issued share capital

Sound Treasure Holdings Limited 5,170,000,000 Beneficial owner 41.20%
(Note)

Ms. Li Xiao Mei 5,170,000,000 Interest in controlled corporation 41.20%
(Note)

Mr. Su zZhi 700,000,000 Beneficial owner 5.58%

Note: The shares are held by Sound Treasure Holdings Limited (“Sound Treasure”) incorporated in British Virgin Islands with limited liability,
a company wholly owned by Ms. Li Xiao Mei. By virtue of the provisions of Divisions 7 and 8 of Part XV of the SFO, Ms. Li is deemed
to be interested in the shares held by Sound Treasure.

Save as disclosed above, as at 31 December 2011, the Directors were not aware of any other person (other than the
directors and chief executives of the Company) who had an interest or short position in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO
or, who is, directly or indirectly, interested in 5% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of any other members of the Group, or any other substantial shareholders
whose interests or short positions were recorded in the register required to be kept by the Company under Section 336 of
the SFO.

MAJOR CUSTOMERS AND SUPPLIERS

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

Purchases

— the largest supplier 20.9%
— five largest suppliers combined 52.2%
Sales

— the largest customer 9.7%
— five largest customers combined 35.7%

None of the Directors or any of their associates or any shareholders of the Company (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 above major suppliers
or largest customers of the Group for the year ended 31 December 2011.
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Directors’ Report

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

The Company did not redeem any of its listed securities during the year. Neither the Company nor any of its subsidiaries
purchased or sold any of the Company’s listed securities during the year.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors and the controlling shareholders of the Company and their respective associates (as defined in the
GEM Listing Rules) has any business or interest in companies that competes or may compete with the business of the
Group or any other conflict of interests which any such person has or may have with the Group.

SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December 2011 are set out in note 16 to the financial statements.

CONNECTED TRANSACTIONS

Details of amount due to a shareholder are set out in note 25 to the financial statements. As at 31 December 2011, the
Group had an outstanding loan of HK$2,000,000 (2010: Nil) due to the controlling shareholder, Sound Treasure Holdings
Limited, (the “Connected Transaction”). The Connected Transaction is exempt from the reporting, announcement and
independent shareholders’ approval requirements of the rule 20.65(4) of the GEM Listing Rules.

The related party transactions are set out in note 33 to the financial statements. All the related party transactions did not
constitute connected transactions or continuing connected transactions of the Company under Chapter 20 of the GEM
Listing Rules which are required to comply with any of the reporting, announcement or independent shareholders’ approval
requirements under the GEM Listing Rules.

Save as disclosed above, there were no significant connected transactions entered into by the Group for the year ended 31
December 2011.

PUBLIC FLOAT

Based on information publicly available to the Company and within the knowledge of the Directors as at the date of this
annual report, the Company has maintained the prescribed public float under the GEM Listing Rules.

PRE-EMPTIVE RIGHTS

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

EVENTS AFTER THE REPORTING PERIOD

No significant events after the reporting period of the Group are required to be disclosed in the financial statements.

AUDITORS

The accounts for the year were audited by HLB Hodgson Impey Cheng whose term of office will expire upon the forthcoming
annual general meeting. In March 2012, the practice of HLB Hodgson Impey Cheng was reorganized as HLB Hodgson
Impey Cheng Limited. A resolution for the appointment of HLB Hodgson Impey Cheng Limited as the auditors of the
Company for the subsequent year is to be proposed at the forthcoming annual general meeting.

On behalf of the Board

Li Shan Jie
Chairman and Executive Director

Hong Kong, 21 March 2012
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the Code on Corporate Governance Practices (the “CG Code”) as
set out in Appendix 15 of the GEM Listing Rules. The Company has applied the principles in the CG Code and except for the
period between the resignation of Ms. Li Xiao Mei as the Chairman on 23 June 2011 and the appointment of Mr. Li Shan Jie
as the Chairman on 21 September 2011, the Company has complied with the provisions set out in the CG Code for the year
ended 31 December 2011.

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. The Company had made specific
enquiries of all Directors, the Directors have complied with such code of conduct and the required standard of dealings
regarding securities transactions throughout the year ended 31 December 2011.

BOARD OF DIRECTORS AND BOARD MEETING

The Board members for the year ended 31 December 2011 and up to the date of this annual report were:

Executive Directors

Mr. Li Shan Jie (appointed on 1 June 2011)
Ms. Li Xiao Mei (resigned on 23 June 2011)
Mr. Zhang Shi Min
Mr. Qie Bing Bing

Non-executive Directors

Mr. Wu Gao Yuan (resigned on 1 June 2011)
Mr. Wen Wei Zhong (resigned on 1 June 2011)

Independent non-executive Directors

Mr. Leung Wah
Mr. Fung Hoi Wing, Henry
Mr. Cheung Chung Leung, Richard

The Board is responsible for the Group’s corporate policy formulation, business strategies planning, business development,
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
quarterly, interim and annual accounts for the Board’s 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.

Each of the Directors’ biographical information is set out on pages 8 to 9 of this annual report. All executive directors have
given sufficient time and attention to the affairs of the Group and each of them has sufficient experience to hold the position
S0 as to carry out his duties effectively and efficiently.

The Company had appointed three independent non-executive directors who have appropriate and sufficient experience and
qualification to carry out their duties so as to protect the interests of the shareholders of the Company. Each of them has

signed a letter of appointment with the Company for the third term of 1 year with effect from 12 January 2012.

To the best knowledge of the Company, there is no financial, business, family or other material/relevant relationship among
the members of the Board.
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BOARD OF DIRECTORS AND BOARD MEETING (Continued)
Directors’ Appointment, Re-election and Removal

Each of executive Directors, Mr. Li Shan Jie also acts as the Chairman, Mr. Zhang Shi Min also acts as the Chief Executive
Officer and Mr. Qie Bing Bing also acts as the Chief Investment Officer, has entered into a letter of employment with the
Company. Under the Letter of Employment, each of them receives a basic salary per month without bonus and such other
remuneration are subject to be reviewed by the Remuneration Committee and finally determined by the Board with reference
to the financial performance of the Group, their duties, responsibilities and prevailing market conditions. Each of the Letter
of Employment shall remain valid unless terminated by either party giving not less than three months’ notice in writing or
payment of three months’ salary (calculated as the total of the salary for each month in this three-month notice period) in lieu
of notice to the other party. At the absolute discretion of the Company, the terms set out on the Letter of Employment may
be suspended until each of them has successfully renewed a valid working permit in Hong Kong.

Each of the independent non-executive directors has signed a letter of appointment with the Company for the third term of 1
year with effect from 12 January 2012 and their appointments are subject to retirement by rotation and/or re-election at the
Company’s annual general meeting in accordance with the Bye-laws of the Company.

Pursuant to bye-law no. 87(1) of the Company’s Bye-laws, at least one-third of the Directors shall retire from office by
rotation and any director appointed to fill a casual vacancy or as an addition to the existing Board shall hold office only until
the next following annual general meeting of the Company and shall then be eligible for re-election at that meeting. Also, all
Directors are subject to retirement by rotation at least once every three years. The directors to retire every year shall be those
appointed by the Board during the year and those who have been longest in office since their last election or re-election.

Independent non-executive Directors

Pursuant to the requirements of the rule 5.09 of the GEM Listing Rules, the Company has received written annual
confirmation from each of the independent non-executive directors of his independence. Based on such confirmations of
independence, the Company considers all of the independent non-executive directors to be independent under Rule 5.09
of the GEM Listing Rules. As at the date of this annual report, the Board still considers them to be independent and none of
them had served the Company for more than 9 years.

Board Meetings and Board Practices
The Board meets four times a year to review the financial and operating performance of the Group.

Details of the attendance of the meetings of the Board are as follows:

Directors Attendance
Mr. Li Shan Jie (appointed on 1 June 2011) 2/4
Mr. Zhang Shi Min 3/4
Mr. Qie Bing Bing 3/4
Mr. Leung Wah 4/4
Mr. Fung Hoi Wing, Henry 3/4
Mr. Cheung Chung Leung, Richard 4/4
Mr. Wu Gao Yuan (resigned on 1 June 2011) 1/4
Mr. Wen Wei Zhong (resigned on 1 June 2011) 0/4
Ms. Li Xiao Mei (resigned on 23 June 2011) 1/4
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BOARD OF DIRECTORS AND BOARD MEETING (Continued)
Board Meetings and Board Practices (Continued)

Apart from the above 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 in advance of each
Board meeting. The company secretary of the Company (the “Company Secretary”) is responsible for distributing detailed
documents to the Directors prior to the Board meetings to ensure that the Directors are able to make informed decisions
regarding the matters discussed in the meetings so that they may receive accurate, timely and clear information. All Directors
have access to the advice and services of the Company Secretary who regularly updates the Board on governance and
regulatory matters. The Company Secretary is also responsible for providing to the Board opinions on matters in relation to
the compliance with the procedures of the Board meetings.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In order to reinforce their respective independence, accountability and responsibility, and to avoid power being concentrated
in any one individual, the role of the Chairman is separated from that of the Chief Executive Officer. The Chairman is Mr. Li
Shan Jie, executive Director, who was appointed on 21 September 2011 after Ms. Li Xiao Mei resigned as the Chairman on
23 June 2011 and the Chief Executive Officer is Mr. Zhang Shi Min, executive Director. Their respective responsibilities are
clearly established and defined by the Board in writing. The Chairman is responsible for ensuring that the Board is functioning
properly, with good corporate governance practices and procedures, whilst the Chief Executive Officer, supported by
the executive directors and senior management, is responsible for managing the Group’s businesses, including the
implementation of major strategies and initiatives adopted by the Board.

CORPORATE GOVERNANCE COMMITTEE

The Board is committed to maintaining high standards of corporate governance. On 20 January 2012, a corporate
governance committee (the “CG Committee”) was established by the Board with written terms of reference in compliance
with the forthcoming provisions set out in the CG Code particularly D.3.1 of the CG Code. As at the date of this annual
report, the CG Committee comprises of four members, Mr. Leung Wah, Mr. Qie Bing Bing, Mr. Fung Hoi Wing, Henry and
Mr. Cheung Chung Leung, Richard, of which Mr. Qie is an executive Director with sufficient knowledge of the Group’s day-
to-day operations and the majority is independence non-executive directors. The chairman of the CG Committee is Mr.
Leung Wah.

The principles of corporate governance adopted by the Board stress the importance of a quality board, sound internal
controls, and transparency and accountability to all the Shareholders.

The Corporate Governance Committee is primarily responsible for developing and reviewing the policies and practice of

corporate governance including the continuous professional development of directors and senior management, compliance
with code of conduct of the Directors and the Company’s policies and procedures.
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NOMINATION COMMITTEE

The nomination committee of the Board (the “Nomination Committee”) was established with written terms of reference in
compliance with the provisions set out in the CG Code particularly A.4.5 of the CG Code. A new terms of reference of the
Nomination Committee had been adopted by the Board on 1 March 2012, in compliance with the forthcoming amended
provisions set out in the CG Code particularly A.5.2 of CG Code. As at the date of this annual report, the Nomination
Committee comprises of five members, Mr. Li Shan Jie, Mr. Zhang Shi Min, Mr. Leung Wah, Mr. Fung Hoi Wing, Henry and
Mr. Cheung Chung Leung, Richard, a majority of which is independent non-executive directors. In order to comply with the
forthcoming amendments to the CG Code A.4.4, the Board changed the chairman of the Nomination Committee appointing
Mr. Li Shan Jie, the chairman of the Board, to replace Mr. Zhang Shi Min on 3 January 2012.

The Nomination Committee is primarily responsible for reviewing the structure, size and composition of the Board, identifying
individuals suitably qualified to become members of the Board and assessing the independence of independent non-
executive Directors.

The Board’s criteria for nominating a suitable candidate for Directorship involves the consideration of the candidate’s
education, background, experience, qualification, reputation and such other attributes. The Nomination Committee should
be provided with sufficient resources to perform its duties.

The Nomination Committee meetings were held on 22 March 2011 and 1 June 2011 and its written resolutions passed
on 19 January 2011 and 30 December 2011, amongst other matters, to review the structure, size and composition of the
Board, assessing the continual independence of the independent non-executive directors, considering and recommending
the re-election of the retiring Directors, specially nominated Mr. Qie Bing Bing and Mr. Li Shan Jie as the Deputy Operating
Officer and an executive Director on 19 January 2011 and 1 June 2011 respectively and reviewed the terms set out in the
renewal of the letter of appointment for Mr. Leung Wah, Mr. Fung Hoi Wing, Henry and Mr. Cheung Chung Leung, Richard as
independent non-executive Directors.

The Nomination Committee held two meetings during the year ended 31 December 2011 and the attendance record of
these meetings are as follows:

Members Attendance
Mr. Li Shan Jie (the Chairman) (appointed on 3 January 2012) 0/2
Mr. Zhang Shi Min 2/2
Mr. Leung Wah 2/2
Mr. Fung Hoi Wing, Henry 1/2
Mr. Cheung Chung Leung, Richard 2/2

In accordance with the Company’s bye-laws, any director so appointed by the Board shall hold office only until the next
following annual general meeting of the Company and shall then be eligible for re-election at that meeting. Also, all directors
are subject to retirement by rotation at least once every three years. The directors to retire every year shall be those
appointed by the Board during the year and those who have been longest in office since their last election or re-election.
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REMUNERATION COMMITTEE

The remuneration committee of the Board (the “Remuneration Committee”) was established with written terms of reference
in compliance with the provisions set out in the CG Code particularly B.1.3 of the CG Code. A new terms of reference of the
Remuneration Committee had been adopted by the Board on 1 March 2012, in compliance with the forthcoming new GEM
Listing Rules. As at the date of this annual report, the Remuneration Committee comprises of four members, Mr. Leung Wah,
Mr. Zhang Shi Min, Mr. Fung Hoi Wing, Henry and Mr. Cheung Chung Leung, Richard, a majority of which is independent
non-executive Directors. In order to comply with the forthcoming new rules of the GEM Listing Rules, amongst other matters,
the Board changed the chairman of the Remuneration Committee appointing Mr. Leung Wah, independent non-executive
Director, to replace Mr. Zhang Shi Min on 3 January 2012.

The Remuneration Committee is primarily responsible for making recommendations to the Board regarding the Group’s
policy and structure for remuneration of Directors and senior management and determining the specific remuneration
packages of all Directors and senior management of the Company.

The Remuneration Committee meetings were held on 22 March 2011 and 1 June 2011 and its written resolutions passed
on 19 January 2011, 1 May 2011 and 30 December 2011, amongst other matters, to review, consider and approve the
remuneration policy of the Group and specially reviewed the remuneration packages for Mr. Qie Bing Bing as the Deputy
Operating Officer and Mr. Li Shan Jie as the Chairman respectively, recommended to reduce the remuneration of the
Directors and Senior Management in order to control the cost of the Group and reviewed the Directors’ fee stated in the
renewal of letter of appointment for Mr. Leung Wah, Mr. Fung Hoi Wing, Henry and Mr. Cheung Chung Leung, Richard as
independent non-executive directors.

The Remuneration Committee held two meetings during the year ended 31 December 2011 and the attendance record of
these meetings are as follows:

Members Attendance
Mr. Leung Wah (the Chairman) (appointed on 3 January 2012) 2/2
Mr. Zhang Shi Min 2/2
Mr. Fung Hoi Wing, Henry 1/2
Mr. Cheung Chung Leung, Richard 2/2

AUDIT COMMITTEE

The Company established an audit committee (the “Audit Committee”) with written terms of reference in compliance with
the provisions set out in the CG Code particularly C.3.3 of the CG Code and Rules 5.28 and 5.33 of the GEM Listing Rules.
A new terms of reference of the Audit Committee had been adopted by the Board on 1 March 2012, to comply with the
forthcoming amended provisions set out in CG Code. As at the date of this annual report, the Audit Committee comprises
of three members, Mr. Leung Wah, Mr. Fung Hoi Wing, Henry and Mr. Cheung Chung Leung, Richard and all of them are
independent non-executive directors. The chairman of the Audit Committee is Mr. Leung Wah.

The Audit Committee is primarily responsible for assisting, reviewing and supervising the Group’s financial reporting system
and internal control procedures.
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AUDIT COMMITTEE (Continued)

The Audit Committee meetings were held on 22 March 2011, 11 May 2011, 11 August 2011 and 10 November 2011,
amongst other matters, to consider the annual results of the Group ending 31 December 2010, the quarterly results of the
Group for the three months ended 31 March 2011 and the nine months ended 30 September 2011 and the interim results
of the Group for the six months ended 30 June 2011, reviewing of related party transactions, re-appointment of auditor,
discussing with the auditors of the Company on internal control, auditors’ independence and remuneration and the scope of
work in relation to the annual audit.

The accounts for the year were audited by HLB Hodgson Impey Cheng whose term of office will expire upon the forthcoming
annual general meeting. In March 2012, the practice of HLB Hodgson Impey Cheng was reorganized as HLB Hodgson
Impey Cheng Limited. The Audit Committee has recommended to the Board that HLB Hodgson Impey Cheng Limited be
nominated for appointment as the auditors of the Company at the forthcoming annual general meeting.

The Audit Committee held four meetings during the year ended 31 December 2011 and the attendance record of these
meetings are as follows:

Members Attendance
Mr. Leung Wah (the Chairman) 4/4
Mr. Fung Hoi Wing, Henry 4/4
Mr. Cheung Chung Leung, Richard 4/4

INTERNAL CONTROL

The Board has overall responsibility for maintaining effective internal control to safeguard the Group’s assets and the
shareholders’ interests. The Board has conducted regular reviews on the effectiveness of the Group’s all material internal
controls during the year.

The Board monitors the Group’s progress on corporate governance practices. Periodic meetings are held, and circulars
or guidance notes are issued to Directors and senior management of the Group to ensure awareness of best corporate
governance practices.

AUDITORS’ REMUNERATION

The Company has appointed Messrs. HLB Hodgson Impey Cheng as the auditors of the Group (the “Auditors”). The Board
is authorized in the annual general meeting of the Company to determine the remuneration of the Auditors. During the year,
the Auditors performed the work of statutory audit for the year ended 31 December 2011 and also involved in non-audit
assignment of the Group. The remuneration of the Auditors for the work of statutory audit and non-audit assignment for the
year ended 31 December 2011 are HK$300,000 and approximately HK$42,818 respectively.

The aforesaid non-audit assignment is relating to the Auditors’ professional service in connection with performing fixed assets
inspection in number of cities in China regarding a potential acquisition of the Group.
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RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Directors acknowledge their responsibility for the preparation and true and fair presentation of the financial statements
of the Company. In preparing the financial statements, the financial reporting standards in Hong Kong have been adopted,
appropriate accounting policies have been used and applied consistently, and reasonable judgements and estimates have
been made.

The Board is not aware of any material uncertainties relating to the events or conditions which may cast significant doubt
over the Group’s ability to continue as a going concern. Accordingly, the Board has continued to adopt the ongoing concern
basis in preparing the financial statements.

The Auditors’ responsibilities are set out in the section headed “Independent Auditors’ Report”.

INVESTOR RELATIONS AND SHAREHOLDERS’ RIGHT

The Board recognizes the importance of maintaining clear, timely and effective communication with the shareholders of
the Company and investors. Therefore, the Company uses a number of formal communication channels to account to the
shareholders and investors for the performance of the Company, which include the publication of the reports on the website
of the Company, holding of the annual general meeting or special general meeting providing a forum for shareholders of the
Company to raise comments and exchanging views with the Board and updating key information of the Group available on
the website of the Company.

On 21 March 2012, The Board adopted a shareholder communication policy in order to comply with new CG Code E.1.4
with effect from 1 April 2012 and adopted procedures shareholders can use to propose a person for election as a director
which will be published on the Company’s website pursuant to a new rule 17.50C of the GEM Listing Rules, both new CG
Code and new rule are effective from 1 April 2012.
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Independent Auditors’ Report

31/F, Gloucester Tower
The Landmark

HLB B o3t W FoH oA 11 Pedder Street
Hodgson Impey Cheng Central

Hong Kong

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF GLOBAL ENERGY RESOURCES INTERNATIONAL GROUP LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Global Energy Resources International Group Limited
(the “Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 23 to 70, which comprise the
consolidated and Company statements of financial position as at 31 December 2011, 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 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.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with Section 90 of Bermuda Companies Act 1981, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and of the
Group as at 31 December 2011, and of the Group‘s loss 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.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 21 March 2012
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2011 2010
Notes HK$’000 HK$’'000
Revenue 6 25,474 4,796
Cost of sales (17,497) (8,551)
Gross profit 7,977 1,245
Other revenue 6 167 117
Impairment loss recognised on trade receivables 18 (2,996) -
Gain on disposal of a subsidiary 32 30 =
Selling and distribution expenses (3,135) (1,859)
Administrative expenses (21,520) (17,131)
Loss from operations (19,477) (17,628)
Finance costs 7 (289) (268)
Loss before taxation 8 (19,766) (17,896)
Taxation 9 (342) (25)
Loss for the year (20,108) (17,921)
Other comprehensive income, net of income tax
Exchange differences on translating foreign operations 841 490
Other comprehensive income for the year, net of income tax 841 490
Total comprehensive loss for the year (19,267) (17,431)
(Loss)/Profit for the year attributable to
Owners of the Company (21,255) (17,996)
Non-controlling interests 1,147 75
(20,108) (17,921)
Total comprehensive (loss)/income for the year attributable to
Owners of the Company (20,266) (17,584)
Non-controlling interests 999 153
(19,267) (17,431)
Loss per share i
— Basic and diluted HK(0.17) cents HK(0.28) cents
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Consolidated Statement of Financial Position

As at 31 December 2011

2011 2010
Notes HK$’000 HK$’000
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 18 2,151 997
Goodwill 14 10,661 10,386
Other assets 15 609 590
13,421 11,973
Current assets
Inventories 17 15,723 10,149
Trade receivables 18 6,452 8,823
Other receivables, deposits and prepayments 19 9,760 1,837
Cash and cash equivalents 20 8,944 26,375
40,879 47,184
Current liabilities
Trade payables 22 3,099 6,809
Accruals and other payables 23 7,650 4,870
Amount due to a related party 24 1,212 5,509
Amount due to a shareholder 25 2,000 -
Bank borrowing 26 6,044 =
Tax payable - 66
20,005 17,254
Net current assets 20,874 29,930
Total assets less current liabilities 34,295 41,903
Net assets 34,295 41,903
EQUITY
Share capital 27 6,274 6,274
Reserves 13,890 34,156
Total equity attributable to owners of the Company 20,164 40,430
Non-controlling interests 14,131 1,473
Total equity 34,295 41,903

The consolidated financial statements were approved and authorised for issue by the board of directors on 21 March 2012

and signed on its behalf by:

Li Shan Jie
Director
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2011 2010
Notes HK$’000 HK$’'000
ASSETS AND LIABILITIES
Non-current assets
Interests in subsidiaries 16 24,132 27,905
Current assets
Other receivables, deposits and prepayments 19 308 519
Cash and cash equivalents 20 466 18,777
774 14,296
Current liabilities
Accruals and other payables 23 475 918
Amount due to a subsidiary 21 68 -
Amount due to a shareholder 25 2,000 -
2,543 918
Net current (liabilities)/assets (1,769) 13,378
Total assets less current liabilities 22,363 41,283
Net assets 22,363 41,283
EQUITY
Share capital 27 6,274 6,274
Reserves 29 16,089 35,009
Total equity 22,363 41,283

The financial statements were approved and authorised for issue by the board of directors on 21 March 2012 and signed on

its behalf by:

Li Shan Jie
Director

Zhang Shi Min
Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2011

Attributable to owners of the Company
Capital Special  Convertible  Statutory Non-
Share reserve Share reserve hondsequity  reserve  Exchange Accumulated controlling
capital (note (i)  premium (note(ii)) reserve  (note (iii)) reserve losses  Subtotal interests Total
HKS000  HK$000  HK$'000  HK$'000 HKS000  HK$000  HK$'000 HKS000  HK$000  HK$000  HK$000
At1 January 2010 2,784 1,030 20,273 11 1,190 - 9 (19,319) 5978 - 5978
Non-controling interests arising on

the acquisition of subsidiaries - - - - - - - - - 1,320 1,320
Conversion of convertible bonds 3,400 - 698 - (1,190) - - - 2,908 - 2,908
Issue of new shares 90 - 49410 - - - - - 49,500 - 49,500
Share Issue expenses - - (372) - - - - - (372) - (372)
Transaction with owners 3490 - 49,736 - (1,190 - - - 52,036 1,320 53,356
Net (loss)/profit for the year - - - - - - - (17,99) (17,99) 5 (17,921)
QOther comprehensive income,

net of income tax;

Exchange differences on

translating foreign operations - - - - - - 412 - 412 78 490
Total comprehensive income/

(loss] for the year - - - - - - 412 (17.9%)  (17,584) 153 (17,431)
At 31 December 2010 and

1 January 2011 6,274 1,030 70,009 11 - - 421 (37,315) 40,430 1,473 41,908
Capital injection in a subsidiary - - - - - - - - - 11,659 11,659
Transfer to statutory reserve - - - - - 320 - (320) - - =
Transaction with owners - - - - - 320 - (320) - 11,659 11,659
Net (loss)/profit for the year - - - - - - - (21,259) (21,259) 1,147 (20,108)
QOther comprenensive income/

(loss), net of income tax:

Exchange differences on

translating foreign operations - - - - - - 989 - 989 (148) 841
Total comprehensive income/
(loss) for the year - - - - - - 989 (21,205)  (20,260) 999 (19,267)
At 31 December 2011 6,274 1,030* 70,009¢ 11* - 320* 1,410 (58,890 20,164 14,131 34,205
* The aggregated amount of these balances of HK$13,890,000 (2010: HK$34,156,000) in surplus is included as reserves in the
consolidated statement of financial position.

Notes:

(i) The capital reserve of the Group represents a capital contribution by a shareholder company during the year ended 31 December
2007.

(ii) The special reserve of the Group represents the difference between the nominal amount of the shares issued by the Company and

the amount of the share capital of a subsidiary acquired pursuant to a group reorganisation in 2002.

(iii) Subsidiary of the Company establish in the PRC shall appropriate 10% of its annual statutory net profit (after offsetting any prior year
losses) to the statutory reserve fund account in accordance with the PRC Company law. When the balance of such reserve fund
reaches 50% of the entity’s share capital, any further appropriation is optional. The statutory reserve fund can be utilised to offset
prior year’s losses or to increase capital after proper approval.

26




NNUAL REPORT 2011 === GL/

Consolidated Statement of Cash Flows

For the year ended 31 December 2011

URCES INTERNATIONAL GROUP LI

2011 2010

Notes HK$’000 HK$’'000
Cash flows from operating activities
LLoss before taxation (19,766) (17,896)
Adjustments for:
Interest income (37) (17)
Interest paid 7 289 268
Depreciation 13 328 165
Impairment loss recognised on trade receivables 18 2,996 -
Loss on disposal of property, plant and equipment 8 40 -
Operating loss before working capital changes (16,150) (