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Chairman’s Statement
FERE

Dear Shareholders,

On behalf of the Board (“Board”) of Directors (“Directors”) of Sinoref
Holdings Limited (“Sinoref” or the “Group”), | am pleased to present the
interim results of the Group for the six months ended 30 June 2012.

In the first half of 2012, the PRC steel industry was faced with the dual
challenges of an unstable global economy and domestic downturn.
With the persistent threats of escalating inflation, declining demand,
as well as overcapacity, the industry experienced stagnant growth.
Nonetheless, overseas steel production volume remained relatively stable
compared with the same period last year, despite shrinking demand in
the PRC. In the meantime, China’s 12th Five-Year Plan, which promoted
the consolidation of high-end steel production, encouraged demand
for high-end steel flow control products, thus creating a favorable
environment for the Group.

Sinoref has been well prepared to meet the uptake of advanced steel flow
control products, doubling annual production capacity and continuously
expanding both the domestic customer base and overseas market in
order to further capture opportunities amid adverse market conditions.
During the period under review, the Group’s sales volume increased by
13.4% year-over-year, while the profit margin dropped slightly, but still
remained at a relatively high level.

While Sinoref possesses a solid and comprehensive customer base, it also
actively leverages its advantageous relationship with cement customers
to further expand its sales network. The Group successfully secured six
new customers, raising the total number of customers to 27 in the PRC.
Among those newly added, three were top 500 Chinese enterprises in
2011. On the international front, Sinoref gained three new customers
from Europe during the review period, specifically, ArcelorMittal of
Italy, Magnitogorsk Mettallurgical Kombinat of Russia and Deutsche
Edelstahlwerke of Germany subsequent to its licensed sales agreement
with Carboref GmbH in February 2011. Sinoref also explored business
opportunities around the world including Taiwan, Japan, Korea and
North America and/other identified potential distributors. The expanded
overseas sales network enabled the Group to record an exceptional
increase in overseas revenue of 240%.
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To cope with demand for high-end steel flow control products as well as
maintain its sterling reputation for quality, the Group further devoted
resources toward research and development (R&D). During the reviewing
period, the Group attained five new registered patents making the total
number of registered patents to 12.

Despite the pressures and challenges that the steel industry is confronted
with, the Group foresees ample business opportunities presented by
the 12th Five-Year Plan. With steel manufacturers required to upgrade
to high-end products under the Plan, mainly to fulfill stricter energy-
consumption and emission standards, this will boost demand for the
Group’s advanced steel flow control products. Moving forward, with
production capacity doubled to 16,800 tonnes, domestic and overseas
customer base continuously expanding, as well as strong research and
development expertise to capitalize on, the Group is confident in its
ability to turn adversities into opportunities and preserve its position
as one of the world leaders in the advanced steel flow control industry,
in turn, maximize profits and bring fruitful returns to its shareholders.

On behalf of the Board, | would like to take this opportunity to express
my sincere appreciation to our dedicated staff, as well as to our
shareholders and business partners for their support and trust.

Xu Yejun
Chairman
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Management Discussion and Analysis

BEEWED T

MARKET REVIEW

The PRC steel industry continued to face challenges in the first half of
2012, as the deep-rooted conflicts in the European and American debt
crises held back the recovery of the global economy. Domestically, the
slackened economy and inflation exist side by side, while over-capacity
and imbalance between supply and demand in the steel industry persist.
According to the China Iron and Steel Association, over-capacity in the
steel sector reached 110 million tonnes representing approximately 14%
of the total production capacity. At the same time, the sluggish growth in
the downstream industry has led to declining demand in steel products,
which also resulted in decreased gross profit and stagnant growth in
the whole steel sector. Against this backdrop, steel manufacturers were
challenged with profitability and some even encountered losses in the
first half of 2012. Thus, it has in turn imposed pressure on supplier’s
liquidity, due to a longer payment period. However, amid adverse market
conditions, the Group was able to raise its sales volume and cement
relationship with existing customers at the same time.

According to the World Steel Association, the average daily and total
production of crude steel in the PRC for the first half of 2012 were
around two million tonnes and around 356 million tonnes respectively,
a slight increase over the first half of 2011. Steel production volume
remained stable compared with the same period of last year, despite the
shrinking demand for steel in the PRC. Meanwhile, China’s 12th Five-Year
Plan clearly stated that steel manufacturers are required to upgrade
their production lines and products, which will continue to stimulate the
consumption of high-end steel flow control products. This requirement
created a favourable operating environment for the Group that is also
in line with its development strategy to target the high-end market. In
order to fully capture the business opportunities and strengthen the
bond with steel manufacturers, the Group plans to leverage its strengths
in research and development and continue to offer its customers top-
notch quality products. The management is very confident that the Group
can successfully turn the adversity into opportunities and overcome the
challenges together with its customers.
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Management Discussion and Analysis & 1% [& 5 7@ B0 AT

BUSINESS REVIEW
Expanded Production Capacity

With the second production line commencing commercial production
in the fourth quarter of 2011, the Group’s annual production capacity
has reached 16,800 tonnes. The first production line has been fully
utilised while the utilisation of the second line is progressing. With the
continuous broadening of our customer base in both domestic and
overseas markets, we are confident that the utilisation rate of the new
production line will continue to reach new heights.

Broadened Customer Base

As a leading and reputable manufacturer of advanced steel flow control
products in the PRC, the Group has not only maintained a strong
relationship with its existing customers, but also leveraged this advantage
to expand its customer base. During the six months ended 30 June 2012,
the Group had secured five new customers domestically, three of which
are among the top 500 Chinese enterprises in 2011, namely Pangang
Group Company Limited (223 & B 22457 84/l F BR 22 1), Liuzhou Iron
and Steel Company Limited (#0/NEf#iR%DBFR A F]) and Chongging
lron and Steel (Group) Company Limited (& &7 ER A F).
Counting the new additions, the Group’s total number of customers
jumped to 27, which comprise eight of the top 10 steel manufacturers in
the PRC, including Baosteel Group, Shougang Group, Hebei Steel Group
and Wuhan Steel Group. For the six months ended 30 June 2012, the
Group generated approximately RMB16.4 million in revenue from the
new customers, representing approximately 9.5% of the total revenue.
Going forward, the Group will continue to explore business opportunities
with domestic steel manufacturers to drive further business growth.

Expanded Overseas Market

Following the Group’s entrance into the European market in February
2011, it has gained numerous new renowned customers in Europe during
the period under review, including ArcelorMittal in Italy, Magnitogorsk
Mettallurgical Kombinat in Russia and Deutsche Edelstahlwerke in
Germany. The successful expansion of overseas markets has brought in an
encouraging rise in overseas revenue from approximately RMB2.5 million
to approximately RMB8.5 million over the same period of last year. At the
same time, the Group has also explored business opportunities in other
part of the world including Taiwan, Japan, Korea and North America to
further expand its global footprint.
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Management Discussion and Analysis &

Enhanced Technology Research and Development

The Group’s advanced technology is developed by its independent and
innovative research and development team which actively collaborates
with leading research institutions and universities and closely monitors
technology trends in the industry globally. During the six months ended
30 June 2012, the Group attained five new registered patents, namely
Carbonless-liner Ladle Shroud (—7#& in-situ iR AHRIKA), Steel-
plated Shell for Ladle Shroud (—7&#{& KKk OAMHER), Embedded
Porcelain Nut for Stoppers used in Continuous Casting of Steel (5§
BIERAEENEAELIEAIRE), Anti-steel flow leakage upper nozzle
steel shell (F7#fi7K/2 )/ _£7K O #7%) and Anti-steel flow leakage tundish
upper nozzle (7372 R & 7K A). With the seven previously
attained invention and utility patents, the Group had a total of 12
registered patents during the period under review. The Group has been
encouraged by its achievement in research and development, and will
strive to maintain its position as one of the world’s technology leaders
in the advanced steel flow control industry, and in turn to maintain its
promising gross profit margin going forward.

FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2012, the Group’s revenue increased
slightly to approximately RMB172.3 million, representing an increase of
approximately 3.1% as compared with approximately RMB167.2 million
for the same period last year. The increase in revenue was mainly due
to the rising sales volume, but was partially offset by the decrease in
average selling price. Total sales volume increased by approximately
13.4% to approximately 5,100 tonnes from approximately 4,499 tonnes
for the same period in 2011. Such growth was a combined effect of (i)
securing five new customers in the PRC who have collectively purchased
approximately 513 tonnes from the Group during the reviewing period
and contributed approximately RMB16.4 million or 9.5% to the Group’s
total revenue in the first half of 2012; and (ii) securing new end-use
customers in Europe who have made combined purchases totaling
approximately 670 tonnes during the reviewing period and contributed
approximately 5.6% to the Group’s total revenue in the first half of 2012.

Cost of Sales

The Group’s cost of sales mainly comprised costs of raw materials, labour,
depreciation and other direct costs of sales. During the six months ended
30 June 2012, the Group’s cost of sales increased by approximately 31.4%
from approximately RMB68.1 million for the six months ended 30 June
2011 to approximately RMB89.5 million for the six months ended 30
June 2012. The increase was mainly attributable to the increase in sales
volume and costs of raw materials.
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Management Discussion and Analysis &

Gross Profit and Gross Profit Margin

The Group’s gross profit decreased by approximately 16.4% from
approximately RMB99.1 million for the six months ended 30 June 2011
to approximately RMB82.8 million for the six months ended 30 June
2012. The Group’s gross profit margin also decreased from approximately
59.3% for the six months ended 30 June 2011 to approximately 48.0%
for the six months ended 30 June 2012. The decrease in the Group’s
gross profit and gross profit margin were mainly attributable to
(i) the increase in costs of raw materials by approximately 26.8% from
RMB58.2 million for the six months ended 30 June 2011 to approximately
RMB73.8 million for the six months ended 30 June 2012; (ii) the decrease
in average selling price; and (iii) the kick-in of depreciation of the second
production line which commenced operation in the fourth quarter of
2011.

Selling and Distribution Costs

During the six months ended 30 June 2012, our selling and distribution
costs increased to approximately RMB15.2 million, representing an
increase of approximately 8.5% from approximately RMB14.0 million for
the six months ended 30 June 2011. The increase was mainly attributable
to the increase in sales commission and transportation costs incurred
due to the increased sales volume.

Administrative Expenses

The Group’s administrative expenses decreased by approximately 9.1%
from approximately RMB18.4 million for the six months ended 30 June
2011 to approximately RMB16.7 million for the six months ended 30
June 2012. The decrease was primarily due to the combined effect of
(i) the decrease in the amortisation of non-cash expense associated
with the share options from approximately RMB8.4 million for the six
months ended 30 June 2011 to approximately RMB6.1 million for the six
months ended 30 June 2012 granted to the management and staff in
November 2010 and September 2011; and (ii) the increase in staff costs
of approximately 37.0% from approximately RMB2.7 million for the six
months ended 30 June 2011 to approximately RMB3.7 million for the six
months ended 30 June 2012.
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Management Discussion and Analysis ‘& 2 & 5 5@ B2 9 4T

Taxation

The PRC subsidiary of the Company was entitled to the exemption from
the PRC Enterprise Income Tax for the first two years commencing from
the first profit making year after offsetting all unexpected tax losses from
previous years, and thereafter to a 50% reduction for the next three years.
2007 was the first profit-making year for the Company’s PRC subsidiary.
As a result, the Company’s PRC subsidiary was subject to the PRC
Enterprise Income Tax rate of 12.5% for the prior period presented. As
the exemption from the PRC Enterprise Income Tax was expired in 2011,
the Company’s PRC subsidiary was subject to the PRC Income Tax rate
of 25% for current period starting from 1 January 2012. The Company’s
PRC subsidiary is currently in the course of applying other tax benefit
subject to approval from relevant government body.

Profit for the Period

As a result of the foregoing, the Group’s profit for the period decreased
by approximately 37.3% from approximately RMB54.6 million
for the six months ended 30 June 2011 to approximately RMB34.2
million for the six months ended 30 June 2012. The Group’s net
profit margin also decrease accordingly from approximately 32.7%
for the six months ended 30 June 2011 to approximately 19.9% for
the six months ended 30 June 2012. The decrease was mainly due to
(i) the increase in costs of sales by approximately 31.4% from
approximately RMB68.1 million for the six months ended 30 June 2011
to approximately RMB89.5 million for the six months ended 30 June
2012, driven by the increase in raw material costs; (ii) the increase in
selling and distribution expenses mainly attributable to the increase
in sales volume increased by approximately 8.6% from approximately
RMB14.0 million for the six months ended 30 June 2011 to approximately
RMB15.2 million for the six months ended 30 June 2012; and (iii) the
expiry of the preferential tax rate which drove the enterprise income tax
rate from 12.5% for the six months ended 30 June 2011 to 25% for the six
months ended 30 June 2012. The Group’s earnings per share decreased
by approximately 37.4% from RMB4.55 cents for the six months ended
30 June 2011 to RMB2.85 cents for the six months ended 30 June 2012.

Interim Dividend

The Board does not recommend the payment of an interim dividend for
the six months ended 30 June 2012 (six months ended 30 June 2011: nil).
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Management Discussion and Analysis & 1% [& 5 7@ B0 AT

Capital Structure, Liquidity and Financial Resources

As at 30 June 2012, the Group’s net cash from operating activities was
approximately RMB39.5 million (six months ended 30 June 2011: RMB24.3
million) and the Group’s bank balances and cash was approximately
RMB339.6 million (31 December 2011: RMB305.6 million).

Total equity of the Group as at 30 June 2012 was approximately RMB575.4
million (31 December 2011: RMB544.8 million). The Group has no gearing
as at 30 June 2012 (31 December 2011: nil).

The Group incurred no finance cost for the six months ended 30 June
2012 (six months ended 30 June 2011: nil).

Pledge of Assets

As at 30 June 2012, the Group did not have any pledge of assets.

CONTINGENT LIABILITIES

As at 30 June 2012, the Group had not provided any form of guarantee
for any company outside the Group. The Group is not involved in any
pending or potential material legal proceedings involving the Group.

HUMAN RESOURCES AND STAFF
REMUNERATION

As at 30 June 2012, the Group had 245 staff members employed in
mainland China and Hong Kong (31 December 2011: 223). During the
six months ended 30 June 2012, the Group continued to provide training
to its staff through onsite coaching and study opportunities for its
management and professional technicians. In addition, the Group has
provided timely update to all staff with the latest government policies
of the industry to continuously enhance the professional standard and
quality of its staff. Meanwhile, the Group has provided competitive
remuneration for the staff which encourages them to commit themselves
and serve customers whole-heartedly.
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#30,5608 7T ) °

REBR -_E——F A=+ HNERABEY
BAREST S4BT (ZE—F+-A=+—
H: AR®5448087L) - RZZE—Z_F A=
+H AEENRAEBLEEAT (ZT——
F+-A=+—RH:T)-

REBMRBE-_T——FA=1+HIEXEA
VEEEREXNN (BE_ZE——F A=+
HIEREA : #&) -

BERH

R-E——FRA=1H AEEVEEFE
B

HAREE

R-ZF——FRXA=1TH ARELESAE
B LASME R BRBEEAE AN ER - NEH
W8S R AR RRR S BN EAERRER

ADERF &M

RZFE——FNA=1+H ~"EBRPBEHKRE
LEBAGHEERMUNET (Z2——F+=
A=+—H:223u) - REBEE-_ZFT——_F A
=tHIEANER - AEBEEMNBELE B THE
Al BEEBABRBERMASRESEIILE
ROEE - B AEBENEZEETREE
ERFSTETENRTBOR - THIRSEIH
EEKEREKDE - AR ASEAETRHE
BMEINHFEKE  BETEZLE2NHEAT
& RBEF -

INTERIM REPORT 2012 SINOREF HOLDINGS LIMITED

11



12

Management Discussion and Analysis ‘& 2 & 5 5@ B2 9 4T

PROSPECTS

Though iron and steel manufacturers will continue to face tremendous
pressure in 2012, while global economy remains gloomy and domestic
market expected to slow down, the Group still anticipates abundant
business opportunities under the 12th Five-Year Plan. Energy-saving and
emissions standards for steel manufacturers are anticipated to be more
stringent, and as such steel manufacturers are required to upgrade to
high-end production processes and products, which will in turn boost
the demand for the Group’s advanced steel flow control products. At the
same time, further consolidation of high-end steel production towards
the top 10 steel manufacturers in the PRC is also expected to drive up
the Group’s sales volume, since eight of the top 10 steel manufactures
are already the Group’s long-term customers. Therefore, the management
is confident that the Group’s revenue and net profit will both benefit
from the favourable government policy in a longer run. With the second
production line commenced commercial operation in the fourth quarter
of 2011 , which doubling the annual production capacity to 16,800
tonnes, the Group is well positioned to fully capture the growth potential
in the advanced steel flow control market.

Apart from increasing the production scale of existing high-end steel
flow control products, the Group’s seasoned research and development
team collaborates on an ongoing basis with universities and research
institutions to enhance the quality of our existing products, and to
actively develop new products to diversify our product range.

Riding on the Group’s strong customer base, it will further expand
domestic and overseas customer bases, and reinforce the existing sales
and marketing team to explore business opportunities in the PRC and
other parts of the world, including Taiwan, Japan, Korea and North
America.

The management is confident that the commencement of the second
production line and the expanded product range will sharpen the Group’s
competitive edge, and help sustain its business growth and profitability.
Looking ahead, the Group will strive to leverage its advantage in the
high-end steel flow control products industry to overcome difficult
market conditions and continue to lead the industry growth.
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company had complied with all the code provisions (the “Code
Provisions”) of the Code on Corporate Governance Practices contained
in the then Appendix 14 to the Listing Rules (in effect before 1 April
2012) during the period from 1 January 2012 to 31 March 2012 and the
Corporate Governance Code contained in the revised Appendix 14 to the
Listing Rules (effective from 1 April 2012) during the period from 1 April
2012 to 30 June 2012, except for Code Provision A.2.1 in respect of the
segregation of the roles of chairman and chief executive officer.

According to Code Provision A.2.1, the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual.

Mr. Xu Yejun, in addition to his duties as the chairman of the Company,
is also responsible for the strategic planning and overseeing all aspects of
the Group’s operations as the chief executive officer of the Company. This
constitutes a deviation from Code Provision A.2.1. Mr. Xu Yejun as one
of the founders of the Group has extensive experience and knowledge
in the core business of the Group and his duties for overseeing the
Group’s operations is clearly beneficial to the Group. The Board considers
that this structure will not impair the balance of power and authority
between the Board and the management of the Group.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS

The Company has adopted a code of conduct (the “Code of Conduct”)
regarding directors’ securities transactions on terms no less exacting
than the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix 10 to
the Listing Rules. Having made specific enquiry of all directors of the
Company, all directors of the Company have confirmed that they had
complied with the required standard set out in the Code of Conduct
during the six months ended 30 June 2012.

REVIEW OF ACCOUNTS

The audit committee of the Company has reviewed the condensed
consolidated financial statements for the six months ended 30 June
2012, including the accounting principles and practices adopted by the
Group, in conjunction with the Company’s external auditor, Deloitte
Touche Tohmatsu.

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

During the six months ended 30 June 2012, neither the Company nor any
of its subsidiaries had purchased, redeemed or sold any of the Company’s
listed securities.

INTERESTS AND SHORT POSITIONS

OF OUR DIRECTORS IN THE SHARES,
UNDERLYING SHARES OR DEBENTURES
OF OUR COMPANY AND OUR ASSOCIATED
CORPORATIONS

As at 30 June 2012, the interests or short positions of our directors in
the shares, underlying shares or debentures of our Company and our
associated corporations (within the meaning of Part XV of the SFO) which
will have to be notified to our Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such provisions
of the SFO) or which are required, pursuant to section 352 of the SFO, to
be recorded in the register referred to therein or which will be required
to notify our Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers contained
in the Listing Rules, are as follows:

Name of Group member/

BE - HEREO@AQT L™
e &5
KBE-E——#AA=+ALAEA &2
) A B 2 AR B I o A
ARE EES -

EERAQ AR EEBEER
RH - HEROHESPHE

BmNRE

P

RZFE——FRXA=1tH EERARARE
HEEE (& REHRAEIRGIEXVER) B
- HEBROHEST  BEARERE SR
BIRPIFEXVEDSE7 K87 BE A& A 1~ 7] M B X ARy
MEDRAR (BREREIESZRPERIL
REREFLBESEENERILIRE) - HA
IRIRFE 5 & EA B GBI 3521580 1R T8 A GZ AR P
BERMANZEIORR - HARE LR
P8 EMBTABESETESFRHHRESTRI
HEARE LB PAHERIORBINT

Name of associated corporation Capacity/nature Number and class Percentage of
Director(s) rEERERT of interest of securities shareholding
EEpH BB ZEE LR 513 HERME EHHERER RET DL
(Note 1)
(Hizt1)
Mr. Xu Yejun Our Company Beneficial owner 363,000,000 Shares (L) (Note 2) 30.25%
RERRE ARE BESHAA 363,000,0008& B 17 (L) (Fi#5E2)
Interest of spouse 500,000 Shares (L) (Note 3) 0.04%
[0 500,000 A% 5 (1) (Fi5E3)
Mr. Gao Zhilong Our Company Beneficial owner 171,000,000 Shares (L) 14.25%
BEERE ARAE ERBEAA 171,000,0008% A1 (L)
Dr. Zhang Lanyin Our Company Beneficial owner 99,000,000 Shares (L) (Note 4) 8.25%
RERET ARHE ERfAA 99,000,000/ 15 (1) (FiizE4)
Mr. Gu Aoxing Our Company Beneficial owner 45,000,000 Shares (L) (Notes 4 & 5) 3.75%
BRTEE YN BafBA 45,000,000/ %5 (L) (P4 K%5)
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Notes:

1.

The letter “L” denotes our Directors’ long position in our shares.

Among these shares, (a) 360,000,000 Shares were beneficially owned by Mr.
Xu Yejun; and (b) 3,000,000 Shares represented underlying Shares for which
Mr. Xu Yejun was entitled to subscribe under the Company’s Share Option
Scheme. On 22 November 2010, Mr. Xu Yejun was granted 3,000,000 options
under the share option scheme of the Company to subscribe for 3,000,000
Shares, exercisable at a price of HK$1.408 per share in three tranches in the
proportion of 30%, 60% and 100% on 22 November 2011, 22 November 2012
and 22 November 2013 respectively. The options have a term of ten years
commencing from 22 November 2010.

These shares represent the underlying Shares for which Ms. Gu Shuping, the
wife of Mr. Xu Yejun, was entitled to subscribe under the Company’s Share
Option Scheme.

Among these shares, (a) 90,000,000 Shares were beneficially owned by Dr.
Zhang Lanyin; (b) 5,000,000 Shares represented underlying Shares for which
Dr. Zhang Lanyin was entitled to subscribe under the Company's Share
Option Scheme. On 22 November 2010, each of Mr. Gu Aoxing and Dr. Zhang
Lanyin was granted 5,000,000 options under the share option scheme of the
Company to subscribe for 5,000,000 Shares, exercisable at a price of HK$1.408
per share in three tranches in the proportion of 30%, 60% and 100% on 22
November 2011, 22 November 2012 and 22 November 2013 respectively. The
options have a term of ten years commencing from 22 November 2010; and
() 4,000,000 Shares represented underlying Shares for which Dr. Zhang Lanyin
was entitled to subscribe under the Company’s Share Option Scheme. On 27
September 2011, each of Mr. Gu Aoxing and Dr. Zhang Lanyin was granted
4,000,000 options under the Share Option Scheme to subscribe for 4,000,000
Shares, exercisable at a price of HK$0.476 per share in three tranches in the
proportion of 30%, 60% and 100% on 27 September 2012, 27 September 2013
and 27 September 2014 respectively. The options have a term of ten years
commencing from 27 September 2011.

Among these shares, (a) 41,000,000 Shares were beneficially owned by Mr.
Gu Aoxing; and (b) 4,000,000 Shares represented underlying Shares for which
Mr. Gu Aoxing was entitled to subscribe under the Company’s Share Option
Scheme.

Other Information E 4th & %}

Mat -

HXFE 1] AXRBERAL ARG FRIIFE

FEZZERGF - (a) 360,000,00088 8 (7 2 E
SEEBERHES - K(b) 3,000,00082 55 EE
FHEBRRIRE AL A fE R IEET 213708 2 1E IR
e RZFE—FFF+—H=Z+=H HEZFFL
ERE AR 2 A1 IR 15T 21 1< 3,000,00017 FE AR
- ARG R14085BT 2 TEE  RZF——
Ff—H-+-—H  —F——F+—HA-+=
AR =-F—=F+—H=+=HHFI#30% -
60% K 100%.2 B 73 = #L 58 /% 3,000,000 & 17 ©
ZEBRIEZ Xl —F—FF+—H =+
ZHEEF B o

ZERDIECRBAECEFRENELLHR
RIFA N EIERR A1 &30 Z 1R 17 »

FEZERHBH - (a) 90,000,00042 5% 17 5% T 27
FLEm#A  (b) 50000008 5K (7 75 9% B 47
181 B EIRIEA L Rl AR 12T 25082 15k
o RZF—FFF+—HA=Z+=H B4k
ERRBIRIE LT IRIE AL ] fE R 1R B 5 R
5,000,00017 g AR 1 - A 1z & iR 1.408E T =2 7T
#E R-ZF——F+—H=+=H =ZF—
—HFEf—HA -+ AR -FE—=F+—H—+
= H 7 B #30% - 60%K100%2 H ¥ 57 = #t &8
F£5,000,00002 R (7 » 2 EFEIEZ B A —
E—FTFEAf—F -+ - HEFBEHA1E K
4,000,000/ A 17 75 K B 2R 18 1 H R I A 23 &
FEIRIEET ZIRE B G - R-ZFE——EF ]
H=++H BRiTAERKERELIRERE
1% 1 A &) 5 JEF74,000,00017 BE AL 1E - AT AR
0476 B2 TIEE  R—ZF——FLHA=-1+
H —F—=FNA-F+AR=-F—HF
A=+ B F130% - 60%K100%2 #1575 =
H#t 5B FE4,000,00008 R 17 © 2% ZFERR 1.2 H 3R
A=F——FNA=++EHEFBHFF -

FEZ R - (a) 41,000,00088 % 17 H5 BB 24 7T 7

EFBHER - R(b) 4,000,00088 817 15 B 7T
EBFREREAR R AR Z57 0.2 1R 7 ©

INTERIM REPORT 2012 SINOREF HOLDINGS LIMITED

15



16

Other Information E b &kt

INTEREST DISCLOSEABLE UNDER THE SFO
AND SUBSTANTIAL SHAREHOLDERS

So far as our directors are aware, as at 30 June 2012, other than a director

or ch

ief executive of our Company whose interests are disclosed under

the sub-paragraph headed “Interests and short positions of our Directors
in the Shares, underlying Shares or debentures of our Company and our

assoc

iated corporations” above, the following persons had an interest

or short position in the shares or underlying shares which would fall to
be disclosed to our Company under the provisions of Divisions 2 and 3

REEZRAERINETRE
MEZRETERR

BESHMA RZT—ZFXA=1TH" ' BX
NABEEFHTEBTHAEN (AEAENEXD
BIEFENARR RERBAE N RN - 185
BRipREHTOERIAR] TE) - UTA
THRBARERZ MR ERIIEXVEE2R37
EBEVAR TE A1 AN 2 B 45 5B 1O Ak £ Sk AR BE Ak 0 #E 2
FRB - REFHEERR %A LR A E

of Part XV of the SFO or who are, directly or indirectly, interested in 5%

or more of the shares:

BX

Capacity/nature Number and class Percentage of
Name of Shareholder of interest of securities shareholding
RRE® 51/ REmtE EHHERER REBDL
(Not(; 1)
(Hat1)
Ms. Gu Shuping\ (Note 2) Interest of spouse 363,000,000 Shares (L) 30.25%
Bt (Hat2) [y 363,000,000 %15 (L)
Beneficial owner 500,000 Shares (L) (No\te 5) 0.04%
BRBAA 500,0008% B 17 (L) (#7:25)
Ms. Chai Xiaoyy‘an (Note 3) Interest of spouse 171,000,000 Shares (L) 14.25%
RRERL (HF3) AL BiEs 171,000,0008 %15 (1)
Ms. Zhao Yijun ‘(Note 4) Interest of spouse 99,000,000 Shares (L) 8.25%
BREXL (Hite) AiBRER 99,000,0008% 313 (L)
Notes: Bt -
1. The letter “L” denotes the corporation’s long position in our shares. 1. HEXFE[1]RXREARERERGHEIIFE °
2. Ms. Gu Shuping is the wife of Mr. Xu Yejun. 2. PR BREESLEMEZT -
3. Ms. Chai Xiaoyuan is the wife of Mr. Gao Zhilong. 3. BEXELLBEEFELENEZET -
4. Ms. Zhao Yijun is the wife of Dr. Zhang Lanyin. 4.  BREXTHBRERELHETF -
5. These shares represent the underlying Shares for which Ms. Gu Shuping, the 5 RERGIEGEBLLEZZFENELTHE

wife of Mr. Xu Yejun, was entitled to subscribe under the Company’s Share

Option Scheme.
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Report on Review of Condensed Consolidated Financial Statements

SRS

Deloitte.

TO THE BOARD OF DIRECTORS OF SINOREF HOLDINGS LIMITED
(incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
Sinoref Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 18 to 32, which comprise
the condensed consolidated statement of financial position as of
30 June 2012 and the related condensed consolidated statement of
comprehensive income, condensed consolidated statement of changes in
equity and condensed consolidated statement of cash flows for the six-
month period then ended, and certain explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34”) issued by the Hong Kong Institute of Certified
Public Accountants. The directors of the Company are responsible for the
preparation and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Qur responsibility is to express a
conclusion on these condensed consolidated financial statements based
on our review, and to report our conclusion solely to you, as a body,
in accordance with our agreed terms of 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.

SCOPE OF REVIEW

We conducted our review in accordance with the Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of these
condensed consolidated financial statements consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly we do not
express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the condensed consolidated financial statements are not
prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 August 2012

SMBHRRERARE

BEMERBERAANESS
(RAESHEZMEA L FRAF])

—_
#ES

KA EFIERF18ENENEMIERAR
NEl([ERAD REWBRAR (KEIEE
B |) BRRGAVBRE  ZSHPEETBER
%@%mf ——EXNA=1+BHNBREAE
BRRE - MEEZAE 1N EA R ER S
%%é%ﬁ%é% HRASAE R EBR K
PHGRABEERER UARETHENTE - &5
BAXSHERATERBS LRI ERE
BRABGAREESTMASEGNE S
BRI 3455 FEPHJ%EM‘M&&‘EJ((E/%A* 7R
%Mﬁb%%ﬁ%¢%%ﬁ§ﬂmﬁio &

ARERFTEEERBEE BT ENFEMRE
ﬁ& BZEERSEEUEHRE - HFWET
ERERMASEEIIENER  UZEHHLEE
P mRRELER  WIEBHRMEHTiHE
TEIEER ER2EEERE - BRItz

S+ R REERABIEL MR - R
TREARE BN - HETLMALE L
FEEMELE -
EHEEE
BMOHEREKESSRADRLBHNEEE
) 25 72 2 B 35241097 [ i 8 B Sz 4 B 6 25 4

PRI AR (Fh - BEAREEALRAMG
BREEMNBENBNEFEEZABELSE
A METOMMEMERREF - BRHEEE
BREBEAERBEAMETERZHE R
B BE < IR I HE (R T PI5 JE B A A% b m] BE
BRCMBEAFR - At - RAALTERE
ZER -

=] EM
RREMNEHER  BRALEREBEAE

B SHRMBGEEHAGSMBRREMBEEXN
FEINERRE B G ERFE4R R

mE e HERL BT
3]
5

—ZE-——F/\A=-tAH

INTERIM REPORT 2012 SINOREF HOLDINGS LIMITED

17



18

Condensed Consolidated Statement of Comprehensive Income

R4S 2 E W &= %:Z

For the six months ended 30 June 2012 & %

——FXA=THIENEAR

Six months ended 30 June

BEAA=tHLLAER

2012 2011
—E-——fF —FT——%F
Notes RMB’000 RMB’000
B ARET T ARETT
(Unaudited) (Unaudited)
(RBERZ) (REEZ)
Revenue 3 172,309 167,181 U A
Cost of sales (89,516) (68,110) $H4E A
Gross profit 82,793 99,071 EF|
Interest income 785 952 FBEUWA
Selling and distribution costs (15,190) (13,998) $H4E MBS
Administrative expenses (16,725) (18,396) TTE RS
Profit before taxation 51,663 67,629  BRFL AR A
Taxation 5 (17,415) (13,007) 718
Profit and total comprehensive KAREE AEGEHA
income for the period attributable A R 2B A
to owners of the Company 6 34,248 54,622 Aty
Earnings per share 8 R AT
Basic RMB2.85 cents RMB4.55 cents EHR
AR#2.8575  ARE4555
Diluted RMB2.85 cents  RMB4.55 cents by
AR#2.859  ARE4555
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Condensed Consolidated Statement of Financial Position
LS

At 30 June 202 R=—ZE——F"A=+H

B EE IR 3R

At 30 June At 31 December
2012 2011
R=B-—=F RKR_T—F
NA=+H +=ZA=+—H
Notes RMB’000 RMB’000
B AR¥T ARBTIT
(Unaudited) (Audited)
(RBERZ) (%)
Non-current assets ERBEE
Property, plant and equipment 9 117,601 123,320 W - HBE MK
Prepaid land lease payments 9,980 10,097 BN ZHIHEFIA
Deposits paid for acquisition of W iR R 5 N 5%
plant and equipment = 31 BEfEe
127,581 133,448
Current assets REBEE
Inventories 24,333 24913 FEH
Trade receivables 10 138,143 117,905 & 5 fEWRIE
Bills receivables 11 31,520 39,715 [EWZIE
Other receivables, deposits and HmEWEIE - ek
prepayments 308 688 TEfTFRIE
Prepaid land lease payments 235 235 FEN L HEEFE
Bank balances and cash 339,587 305,572 SR1TEHNIRE
534,126 489,028
Current liabilities REBEE
Trade payables 12 27,071 21,007 B GRENIIE
Other payables and accruals 13 22,365 36,185 HibENZIENETER
Dividend payable 9,840 - ERRE
Tax liabilities 15,726 11,014 FIEBE
75,002 68,206
Net current assets 459,124 420,822 HEBEEREE
Total assets less current liabilities 586,705 554270 EBELBBRABAR
Non-current liability kRBARE
Deferred tax liabilities 11,329 9,425 RIERIBEE
575,376 544,845
Capital and reserves ERR#E
Share capital 14 104,201 104,201 %A
Reserves 471,175 440,644 f#fE
Total equity 575,376 544,845 RERMBEE
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Condensed Consolidated Statement of Changes in Equity
e ERE B

For the six months ended 30 June 2012 & Z —ZT——F,"A=+HIt/~EA

Share
Share Share Special ~ Statutory options Retained
capital ~ premium reserve reserves reserve profits Total

BE  BRDEE HHEE  EERE BRERE  REEN CE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETT ARETT ARBTRT ARBTT ARETT ARETT ARETT
(Note a) (Note b)
(Ftzta)  (P&ED)

At 1 January 2011 R-E——%F—H—H
(audited) 104,201 80,442 46,867 26,588 1895 210,004 469,997  (KEHX)

Profit and total comprehensive BRRREERA
income for the period - - - - - 54,622 54,622 ek

Final dividend for the year ended BE-ZT-TF+=A
31 December 2010 =t-HIEFEZ
fate 7 - ; - - - G619 G619 RS (W)

Recognition of equity settled BRALE LR H
share-hased payments - - - - 8,493 - 8,493 AEBAT

Transfer to statutory reserves = L = 6,446 = (6,446) - ERRLTREE

At 30 June 2011 R=T——F~HA
(unaudited) 104,207 80,442 46,867 33,034 10,388 221987 496,919 =108 (REERZ)

At 1 January 2012 n_E——F—HA—H
(audited) 104,201 80,442 46,867 39,273 19,939 254123 544,845 (BEZ)

Profit and total comprehensive HRafRk2EKA
income for the period - - - - - 34,248 34,248 k)

Final dividend for the year ended BE_T—%1+_A
31 December 2011 Zt-BLFEY
(note 7) = = - N = (9,840) (9,840)  KERE (M7

Recognition of equity settled BRRAEE AR
share-hased payments - - - - 6,123 - 6,123 REBNR

At 30 June 2012 R-ZT——F~A
(unaudited) 104,201 80,442 46,867 39,273 26,062 278,531 575376 =—1H (KEEH)

EMERBRAT —T——_FHHmE
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Condensed Consolidated Statement of Changes in Equity f§RR4R S s B B &

For the six months ended 30 June 2012 &Z T — —F XA =+HIL/NEA

Notes:

(a)

(b)

Special reserve represents the difference between the nominal value of shares
of the Company issued as consideration in exchange for the aggregate of the
paid-up capital of the subsidiaries of the Company arising upon the corporate
reorganisation (the “Corporate Reorganisation”) to rationalise the Group’s
structure prior to listing of the Company’s shares on The Stock Exchange of
Hong Kong Limited.

In accordance with the relevant laws and regulations of the People’s Republic
of China (“PRC”), the PRC subsidiary is required to provide for PRC statutory
reserves, including enterprise expansion fund and general reserve fund, by way
of appropriations from its statutory net profit (based on the PRC statutory
financial statements of the PRC subsidiary) but before dividend distributions.

All appropriations to the funds are made at the discretion of the PRC
subsidiary’s board of directors. The board of directors of the PRC subsidiary
shall decide on the amounts to be appropriated based on its profitability each
year.

The enterprise expansion fund may be used to increase registered capital
subject to approval from the relevant PRC authorities. The general reserves
fund may be used to offset accumulated losses or increase the registered
capital subject to approval from the relevant PRC authorities.

(@)

(b)

FOIRE B IR A R EIRDEBEHER B A
R A ETA 73 T BB AL B #7722 A
B ([RAIEME]) 20 (ERKIANE 2 Al
I EIACE M #7172 A R AR 7 AV E (E - AR
FIHTE N FIMA BB REZ [ R ZE B o

REBEFEAEKFE ([FE]) FBEZEOIRZE
B —F P EIE 2 AR E I FE (1R
BZ B8 2 7.2 o BDEER R ) Rk
REFTIZLIL DI 1R B2 20 BLEERH - B
PREREER —MEEEE -

B2 2B IBZ TN ERFEES
BIERTE - TEER A EFEKIRERG
F & FIGET) TRER T L B2 5E °

P REFRED AHRENEMER - (EEEF
FEEE T BIESFT. 2 #/ETE T I (EE o — AR 12
B A AREE R ERLIE AR - R
ERIFHERE A B S5FT < B /L T AT (EE
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Condensed Consolidated Statement of Cash Flows

ﬁaﬁnﬂ< ﬂ%"lﬂb %E

For the six months ended 30 June 2012 & Z —ZT——F,"A=+HIt/~EA

Six months ended 30 June

BEAA=tHLLAER

2012 2011
—E-——fF —FT——%F
RMB’000 RMB’000
AR¥T T ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Net cash from operating activities 39,531 24300 K& TEFBERELSFEE
Net cash used in investing activities BREZBHFARESFHE
Interest received 785 952 B UELFIE
Purchase of property, plant and equipment (6,301) (37,613) BEEWE - MEMEKE
(5,516) (36,661)
Net cash used in financing activity MEEEFARSEEE
Dividend paid = (36,193) EfIEE
Net increase (decrease) in cash and REeRBESSEYIEM
cash equivalents 34,015 (48,554) (B4) F58
Cash and cash equivalents at beginning of the period 305,572 315,554 HIFBEERBELSZEY
Cash and cash equivalents at end of the period, HARESRBESEEY -
represented by bank balances and cash 339,587 267,000 ASRIT#E A RIR S TR

EMERBRAT —T——_FHHmE



Notes to the Condensed Consolidated Financial Statements

1.

BRAR S B 1 Rk MY 5t

For the six months ended 30 June 2012 & & —ZE——F,"A=+HIt/NEA

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard
(“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) as well as with
the applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing Securities on The Stock Exchange of Hong
Kong Limited.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis.

Except as described below, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2012 are the same as
those followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2011.

In the current interim period, the Group has applied, for the first
time, the following amendments to Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the HKICPA:

Amendments to HKFRS 7 Financial Instruments: Disclosures
— Transfers of Financial Assets
Deferred tax: Recovery of

Underlying Assets

Amendments to HKFRS 12

The application of the above amendments to HKFRSs has had no
material effect on the condensed consolidated financial statements
of the Group for the current or prior period.

REVENUE

Revenue represents the net amounts received and receivable for
goods sold less returns and discounts in the normal course of
business.

1.

mAEEXE

BARAMBRRDBEFTL SIS
(BERGMAR]) BhcBEGTE
Al (BB LA F345% [ AT B
BE] ARBERBEXZABERLARE
F L RBIMER R ZBRWEREMR
8 o

FTESTBE
RER A BT #R% TR R 2 PR A 2L 1R
%0

BRTXFEN  BE_E——F A=
+HIENER Z ERRERE B SRR P B
ZEBORRFTE A A BREIAEEE
E-E——F+_A=+—HIEEZF
B BHREMRAE — -

RARHHE  AEEEXEAATHE
BB ASREM BB HRE LR
(TEEMHmEEL]) 2BRIA

EEMBREENEE  ERIE RE-BEER
ZER] BE
BAMBREEAER  BEHE : KEHEEE
]

FERA EBBHBIME LR ZETRER

£ B R HI Sk DA TE B 2 R BR AR B BT RS R R
WEBAZE -

A

WAER—RABEBPZHEERD K
K EWE R - BRERERITH -
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Notes to the Condensed Consolidated Financial Statements f£8H

For the six months ended 30 June 2012 HEZE=-ZT——F XA=1+HI1L~EA

4. OPERATING SEGMENTS

HKFRS 8 “Operating segments” requires operating segments to be
identified on the basis of internal reports about components of the
Group that are regularly reviewed by the chief operating decision
maker (the executive directors of the Company) (“CODM”) in order
to allocate resources to segments and to assess their performance.

The Group’s operating activities are attributable to a single
operating segment focusing on the manufacture and sale of
advanced steel flow control products. This operating segment
has been identified on the basis of internal management reports
prepared in accordance with accounting policies which conform
to HKFRSs, that are regularly reviewed by the CODM. The CODM
monitors the revenue from manufacture and sale of different types
of advanced steel flow control products for the purpose of making
decisions about resource allocation and performance assessment.
However, other than revenue analysis, no analysis of operating
results and other discrete financial information by products is
made available for review by the CODM for the resource allocation
and performance assessment. The CODM reviews the profit for the
period of the Group as a whole for performance assessment. No
analysis of segment assets or segment liabilities is presented as
they are not regularly provided to the CODM.

Information about products

The revenue of the major products is analysed as follows:

AR A IR R M

REDE
BB S R EOR (S8 5 B

Ko ERRENBLAKKERNER A
MEBRDBEL/EE  REANHE2JNE
TEHHIZLERRE (ARAZH
TER)([F2L2ERKE]) B8R 1Y
BEDEETERD R AR

REBEEEFHEREEIREREE
U ] KA EE R 2 B8 _Z«(@-—:ﬁ*B lﬂiz«(“\
DETERFEBBMBMEED 2G5t
R ABERREMER - WA
FELBEBRARETHR c TEZERSE
BRI A RE RIHE T REE 2 =il
IR EE 2 A - M?ﬁﬁfﬁﬁ@ﬁ&ﬁfﬁ
SEAEVEIREE o A - BRURA D ATHN - I
BEERBE LD *ﬁ&ﬁ@ﬁ%&ﬁiﬁmﬁ
EVBEMAIHEIEEERKEESHN - N
EERDERKRRTE A B2 ER
FEHAKRERN G FIEEERE - E
TR - EE)\EAIE'EL/%%%SI\E?%%
EHREIHBEERSFEE - A&
2INEEERDEBEEZD ?ﬁ(’

EREN
FTEERBADTAOT ¢

Six months ended 30 June

HEXNA=tTHIAEAR

2012 2011
=F-=F —F——%F
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Unaudited)
(REEXK) (REEEZ)

Manufacture and sale of advanced steel flow 203 % $H & = i 8l 7K R
control products: Em
Subentry Nozzle 84,310 83,099 ;2 Az/KkO

Stopper 44,230 44276 ZEE

Tundish Nozzle 32,996 31,876 HfEE/KO

Ladle Shroud 10,773 7,930 /KA
172,309 167,181
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Notes to the Condensed Consolidated Financial Statements fSBR%R & B 7S s = P =T
For the six months ended 30 June 2012 &Z T — —F XA =+HIL/NEA

4. OPERATING SEGMENTS (Continued)

Information about geographical areas

The following table provide an analysis of the Group’s revenue by

geographical market:

4. &7 (&)

b [ B A

TRIEHAS i E 5 0 HKRAD

#r

Six months ended 30 June

BEXNA=tTHIAEAR

2012 2011
—Z-——F —F——F
RMB’000 RMB’000
AR®T ARBFIT
(Unaudited) (Unaudited)
(REEX) (REEEZ)
The PRC (country of domicile) 163,761 164,682 HEH (REFR)
Europe 8,521 2,499 BN
Others 27 - Hu
172,309 167,181
. . A [y=l > NIN
Information about major customers FEEXFEHR

Revenue from a customer amounting to RMB21,046,000 (six months
ended 30 June 2011: RMB22,752,000) individually represents more

than 10% of the Group’s total revenue.

5. TAXATION

RE—BEE ZWAZEARB21,046,0007C
(BE-Z——F X A=Z+HIEAA:
AR #22752,0007T) + BihAEB LUK A

HBiB10% ©

5. #18

Six months ended 30 June

HEANA=tTHILAEAR

2012 2011
—E——fF —E=——%F
RMB’000 RMB’000
AR¥T T AR
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
Current tax: BNEARRIA :
PRC Enterprise Income Tax 15,526 10,106 PR ERER
Overprovision in prior year (15) - ARTF S B KR 1
15,511 10,106
Deferred tax: EERIA ¢
Current year 1,904 2,901 RNEE
17,415 13,007
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Notes to the Condensed Consolidated Financial Statements f£8H
For the six months ended 30 June 2012 &Z —-ZT— —F XA =+HIL/NEA

5. TAXATION (Continued)

Provision for the PRC Enterprise Income Tax was made based on the
estimated taxable profits calculated in accordance with the relevant
income tax laws and regulations applicable to the Company’s PRC
subsidiary.

On 16 March 2007, the PRC promulgated the Law of the PRC on
Enterprise Income Tax (the “New EIT Law”) by Order No. 63 of the
President of the PRC. On 6 December 2007, the State Council of
the PRC issued Implementation Regulations of the New EIT Law
(the “Implementation Regulations”). The New EIT Law and the
Implementation Regulations unify the Enterprise Income Tax rate
for domestic and foreign enterprises at 25% from 1 January 2008.

In accordance with the relevant income tax law as applicable
to the PRC subsidiary of the Company, it was entitled to the
exemption from the PRC Enterprise Income Tax for the first two
years commencing from the first profit-making year after offsetting
all unexpired tax losses from previous years, and thereafter to a 50%
reduction for the next three years. 2007 was the first profit-making
year for the Company’s PRC subsidiary. As a result, the Company’s
PRC subsidiary was subject to the PRC Enterprise Income Tax rate
of 12.5% for prior period presented. As the exemption from the
PRC Enterprise Income Tax was expired in 2011, the Company’s
PRC subsidiary was subject to the PRC Income Tax rate of 25% for
current period starting from 1 January 2012.

According to a joint circular of the Ministry of Finance and
State Administration of Taxation — Cai Shui 2008 No. 1, dividend
distributed out of the profits of PRC entities generated after 1
January 2008 shall be subject to PRC Enterprise Income Tax which
is withheld by the PRC entity. During the six months ended 30
June 2012, deferred tax expense of RMB1,904,000 (six months
ended 30 June 2011: RMB2,901,000) charged on the undistributed
earnings of the Company’s PRC subsidiary has been recognised in
the condensed consolidated statement of comprehensive income.

EMERBRAT —T——_FHHmE

AR A IR R M

5. BiE (&)

B RAAE B IR E (G 5T SR T M 3%
BERARARRNTENBRRZEBMAE
BOENOERETE -

RZZEZLF=A+"8 ' FEEBEFEH
FHELEIHEM T (PEARLTEH
EREBE)(FEEMBRZE] - K=
TTLFE+_ANH - PRBEBRERT
(hEAREMBEEMSHEE BME])
([Em@a) BT N\F—HF—8
RO EMSRARERMBABEIRAR
BONMCEBANCEMSHRERE —TA
25% ©

RIBEBR AR B ENEBRRNE BT
BEE - ANRQR) R EKE QR ER AR
HATERAEFEZRAERTIEEEEA
BEEFFEEEMTFRRTEACENS
B TR EB = FER250% B AT
B —ETEFAERQFNTREMER
AN EEERFE - Al - AARIAFE
M AR B 25 RS AR12.5%8
BE¥MESRERGH - AaRHRedhEo
¥BHRER-_T——FEm " A2FZ
PRBARAR T ——F—A—HBi
2 AN BRFE 3% AR B P A5 A A SR 25% T ©

RIBRF BB RERBBERBESELH
BA (B B2008F 15 1) RZZEEN
F—A—HAZBEHMPEBTENEFFT DR
2B BB ENESH - WHZP
HEEE BE_ET——F<A=1H
WEANEAR  MARABFEMBRARZAD
KBFTWRZEERBERAARE
1,904,0007C (BiZ=ZF——F XA =+H
IENEAR - ARM2,901,0007T) © KBRS
RS 2 ERER PR -



Notes to the Condensed Consolidated Financial Statements fSBR%R & B 7S s = P =T
For the six months ended 30 June 2012 &Z T — —F XA =+HIL/NEA

6. PROFIT FOR THE PERIOD 6. HiRiaF

Six months ended 30 June

BEAA=tHLLAER

2012 2011
—E--F —ET——%
RMB’000 RMB’000
AR¥ET T ARETTT
(Unaudited) (Unaudited)
(REER) (CREEEZ)
Profit for the period has been arrived HARm A& HBR T 518 B
at after charging: 1BIZER
Cost of inventories recognised as an expense 87,170 66,297 MERAERSZ ZFERAK
Depreciation of property, plant and equipment 6,372 3,036 W% - BMELXBEHINE
Release of prepaid lease payments 117 17 FEff i EFRIE R R
Net exchange loss 331 224 [EHESEFRE
Share-based payments 6,123 8,493 UMM AEBN
7. DIVIDENDS 7. BE

Six months ended 30 June

BEANA=tHILAEAR

2012 2011
—E—_F —E——F
RMB’000 RMB’000
AR®T T AREET T
(Unaudited) (Unaudited)
(REEZX) (REEFEZ)
Final dividend payable/paid in respect of the year REE—_T——F
ended 31 December 2011 of HK1 cent +—A=+—HBItFE
(year ended 31 December 2010: HK3.6 cents) FER /RS AR ERRR B
per ordinary share FRR I BB
(B2 —=F
TZA=1+—RHIEFE :
9,840 36,193 3.6/81l)
The directors of the Company do not recommend the payment of an ARABESTEZRRNAERE 2 Bl E
interim dividend for the current period (six months ended 30 June (BEZZT—F"HA=THLA~EAR:
2011: nil). Final dividend payable for the year ended 31 December B o BE_T——F+_HA=1T—H1E
2011 was paid in July 2012. FERNZRBREER=ZE——F+A
it o
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Notes to the Condensed Consolidated Financial Statements fSRR4R & B 7S SR R P 5+
For the six months ended 30 June 2012 &Z —-ZT— —F XA =+HIL/NEA

8. EARNINGS PER SHARE 8. BRER
The calculation of the basic and diluted earnings per share KABER ANEBHERERNNEEREFT)
attributable to the owners of the Company is based on the following BB TEIEE -
data:

Six months ended 30 June

BEANA=tTHILAEAR

2012 2011
. —F——F
RMB’000 RMB’000
ARBT T ARBT T
(Unaudited) (Unaudited)
(REEZ) (RE&EZ)
Earnings 2%
Earnings for the purposes of basic and PETEAR QBB AN
diluted earnings per share attributable BRERREERF
to the owners of the Company 34,248 54,622 Fr{E A2 & 7F|

Six months ended 30 June

BEXNA=tTHIAEAR

2012 2011
—E-C—F —T—%
’000 '000
F B TR
(Unaudited) (Unaudited)
(REBER) (REgEZ)
Number of shares B8 E
Weighted average number of ordinary shares METEERERBFNIFRER
for the purpose of basic earnings per share 1,200,000 1,200,000 2B NFEF 9
Effect of dilutive potential ordinary shares: BEgEENEBR I TE
Share options 500 - FE AR
Weighted average number of ordinary shares shat E GRS R PR E A
for the purpose of diluted earnings per share 1,200,500 1,200,000 ZE R NRE S
During the six months ended 30 June 2011, the computation of RBE_Z—FA=Z+HILAEAR -
diluted earnings per share did not assume the exercise of the HARAR B ERE ZITEERBASRA
Company’s share options because the exercise price of the share RABMZ FETSER RitstES
options was higher than the average market price of the shares of [ B85 2 R B I SRR AR AN A A B AR i & 1T
the Company for the period. & -
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Notes to the Condensed Consolidated Financial Statements fSBR%R & B 7S s = P =T
For the six months ended 30 June 2012 &Z T — —F XA =+HIL/NEA

9. MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2012, the Group has acquired
buildings at a cost of RMB430,000, furniture and fixtures and office
equipment at a cost of RMB16,000 and plant, machinery and
equipment at a cost of RMB207,000. The total additions of property,
plant and equipment during the six months ended 30 June 2012
are RMB653,000.

During the six months ended 30 June 2011, the Group had acquired
buildings at a cost of RMB302,000, furniture and fixtures and
office equipment at a cost of RMB106,000, plant, machinery and
equipment at a cost of RMB47,026,000 and motor vehicles at a cost
of RMB119,000. In addition, the Group had spent RMB6,102,000 on
construction costs of a new production plant in the PRC in order
to expand the manufacturing capabilities of the Group. The total
additions of property, plant and equipment during the six months
ended 30 June 2011 were RMB53,655,000.

10.TRADE RECEIVABLES

The credit period granted by the Group to certain customers is
within 180 days (2011: 90 days), while other customers are due
immediately when goods are delivered. The following is an aged
analysis of trade receivables presented based on the goods receipt
date of customers at the end of the reporting period.

9. WX - BERRER

REBE-_Z——FA=+tHIE~EA -
REB 5 BIE K A S A A R #430,0007T 2
BF - ARB16,000T 2 RERE S Rl
NEZRE - AR¥207,0000 2 H/E -« #235

X RBE_Z——FXA=1+H1
NER AREDE BERREZREL
AR #653,0007T °

REBEZE_FE——FA=Z+HLEXEAR
REE 5 RE K AR A A R302,0007T2
BF - ARE106,0007T 2 REREE K
NERE - ANRHE47,026,0007T 2 BE - 1
BNERE - AR ARE119,0000T 2 /75 -
EoN - REBDFEE A R®6,102,0007TE
FRERBE—ETNEERE  WEREASLE
ZEf -REE-_T——FA=1+HIt
NERAREME  BMEREEZRES
AR ¥53,655,0007T °

10.E 5 FEEWRFIE

AEERMETEPERHZEEHA180H

—T——%:90R) AR MEMEFEA
RUEE G B BIEF (3K JA T 70 B R AR
RAEBEEPUBERBM27 2 E 5 R
FIRRRE DA

At 30 June At 31 December
2012 2011
R-B-——% R=FT——%
~A=tH +=ZA=+—H
RMB’000 RMB’000
AR¥ET T ARBT T
(Unaudited) (Audited)
(REER) (fe&E=Z)
0 — 30 days 37,907 18,221 0%30H
31 - 60 days 30,391 29,761 31Z260H
61 — 90 days 29,474 31,251  61290H
91 — 120 days 21,869 23123 91&120H
Over 120 days 18,502 15,549 1200 A E
138,143 117,905
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Notes to the Condensed Consolidated Financial Statements fSRR4R & B 7S SR R P 5+

\

For the six months ended 30 June 2012 &Z —-ZT— —F XA =+HIL/NEA

11.BILLS RECEIVABLES MEWEE
The aged analysis of bills receivables based on bills receipt date at REWEAR - EREBERBERERHZT
the end of the reporting period are analysed as follows: 2RO

At 30 June At 31 December
2012 2011
R=-ZB—=F RKRZT——F
AA=t+H +tZH=+—8H

RMB’000 RMB’000
AR®T R ARBT T
(Unaudited) (Audited)
(REER) (&E&%)
Within 90 days 21,695 22902 90HWN
91 — 120 days 3,700 11,746 91£120H
121 — 180 days 6,125 5,067 121%2180H
31,520 39,715
At 30 June 2012, the carrying value of bills receivables include bills RZZE——FAA=+H EBUREEERT
amounting to RMB18,731,000 (31 December 2011: RMB17,046,000) BEEECRASEHERZEHEEEMA
which have been endorsed to suppliers of the Group with recourse. FEREMNER AR®18,731,0000T (=
Accordingly, the Group continue to recognise these bills under bills ——F+ZA=+—H : AR¥17,046,000
receivables and corresponding amount in trade payables in the JL) o At AEEEBENERES T
condensed consolidated financial statements. BEPHEBEBETERZERE IR

B2 RNFAETHRAMNSHE
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Notes to the Condensed Consolidated Financial Statements fSBR%R & B 7S s = P =T

For the six months ended 30 June 2012 HEZE=-ZT——F XA=+HI1L~EA

12.TRADE PAYABLES

The following is an aged analysis of trade payables presented based
on the goods receipt date at the end of the reporting period.

12.BEZBNRE

VAT 738 5 FE 5 SRR X B ¥R HA R AR SR MBI
SmBAM25 2 REDT -

At 30 June At 31 December

2012 2011

R=ZB—=fF RZT——F

AA=+tHR +=ZR=+—H

RMB’000 RMB’000

ARMT T ARBT T

(Unaudited) (Audited)

(REER) (&%)

0 — 30 days 11,189 7,463 0%30H

31 - 60 days 8,945 3,151 31Z260H
61 —90 days 6,870 3,119  61290H
Over 90 days 67 7,274 90HA E

27,071 21,007

The credit period granted by the suppliers to the Group is within
30 days.

At 30 June 2012, included in the trade payables was RMB18,731,000

(31 December 2011: RMB17,046,000) that was endorsed bills settled
to suppliers for which the maturity dates have not yet been due.

13.0THER PAYABLES AND ACCRUALS

HEBRASER D 2EEHM/30BA -

—+ oy @ %
[ mf 5% |1
3334IH1>\4H

—fﬁ/\ﬁ +E| ﬁ%ﬁhﬂﬂ\
LR B RS RS HMREEREE 2
=i AR#18,731,0007T (Z T ——4F

+_

B : AR®17,046,0007T) ©

BHEAEARERESER

At 30 June At 31 December
2012 2011
R=%B-—=%F R-T——F
AA=+tHB +tZA=+—H
RMB’000 RMB’000
AR®T T ARET T
(Unaudited) (Audited)
(REEZX) ($e®iz)
Other payables 1,728 1,223  EHfbfERFIE
Payables for acquisition of property, WS - B Mk
plant and equipment 1,580 7,259 ZEREIE
Accrued sales commission 9,838 17,831 [EztiHEHES
Accrued professional fees 1,151 978 JMETEEEBH
Accrued staff costs 1,768 1,731 EFrE T
Other tax payables 6,300 7163  EAthfENFIIE
22,365 36,185
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Notes to the Condensed Consolidated Financial Statements fSRR4R & B 7S SR R P 5+
For the six months ended 30 June 2012 &Z —-ZT— —F XA =+HIL/NEA

14.SHARE CAPITAL 14. & A
Number of shares
at HK$0.10
per share Amount
EREE.10 S5
BrzBRHEE
000 HK$'000
T FHIT
Authorised: $E
At 1 January 2011, RZZE——%F—F—H"
30 June 2011, —T——FA=+H"
31 December 2011 —E——%+-R=+—H
and 30 June 2012 3,000,000 300,000 k—_Z——®%XA=+H
Issued: BT
At 1 January 2011, RZE—%—A—H"
30 June 2011, —T——FA=+H"
31 December 2011 —E——F+=ZRA=+—H
and 30 June 2012 1,200,000 120,000 M—ZE——%,A=+H
shown in the condensed consolidated HRSEMBERRAR
financial statements
At 31 December 2011 RMB’000 equivalent RZE——%+=ZA=+—H
and 30 June 2012 ARBETFTEE 104,201 k-_ZE——&XA=+H
15.RELATED PARTY TRANSACTIONS 15.BERFRS
Compensation of key management personnel FEEEABFHM
The remuneration of directors of the Company and other members RAFIEERHEMEEEEEK BN M E
of key management for both periods was as follows: BAf 2 HEN N T

Six months ended 30 June

RARAB=+HLEAEAR

2012 2011
—Z2-—-F —F——F
RMB’000 RMB’000
AR®T T ARET T
(Unaudited) (Unaudited)
(REER) (REgEZ)
Short-term benefits 2,800 1,960 52 HitEF
Retirement benefit scheme contributions 42 26 GRIR@EAEEIE
Share-based payments 3,499 5237  LARR{D BB
6,341 7,223
The remuneration of directors of the Company and key executives ARRIBEERETETHRABZHFMNIES
is determined by the board of directors having regard to the EL2Z[ARARTSEEMET -

performance of individuals and market trends.
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