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GROUP FINANCIAL HIGHLIGHTS

MBHE Financial data 2008 2009 2010
(X FETIT) (expressed in HK$'000)
EE Turnover 184,206 663,373 698,083
E7 Gross profit 7815 79,114 20,201
VAUNEIEZ ZE DN Profit (loss) for the year attributable
FIERFERN(EE) to owners of the Company (499,626) 68,033 96,065

fEEBE Total borrowings 761,690 1277410 1,046,320
ARRBERAEIG#ER Equity attributable to owners

of the Company 1,198,829 1,532,732 1,659,103
WEDE  BERRE Acquisition of property,

plant and equipment 67,586 108,125 32,469
BTITRA Staff costs 39,892 54,803 65,308
FRAARERA Net asset attributable to owners

IR EER CEx) (Bat1) of the Company

per share (HK$) (note ) 0.331 0.386 0.418
Bf b & Financial ratios
mE L E (Kfit2) Current ratio (note 2) 1.78 2.75 .11
REL K (ff713) Quick ratio (note 3) 1.59 2.59 0.98
BfELXE (i) Gearing ratio (note 4) 64% 83% 63%
fif st Note:
1. BREAT ARA FE I, Net asset attributable Equity attributable Number of

EEA = BEA - BET to owners of = to owners +  issued shares
ElEFEER B R 8B the Company per share  of the Company at year end

2. RBLE = RBHEE - RYPEE 2. Currentratio = Currentassets +  Current liabilities

3. EPRE - (RBEE - BE) - RPAHE 3.
NS

4. BfELE = BEEE - EBA
FEh R

4 FEMAERER (£8) ERAF

Quick ratio =

4. Gearing ratio = Total borrowings +

(Current assets - Inventories) +

Current liabilities

Equity attributable

to owners

of the Company
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MANAGEMENT DISCUSSION AND ANALYSIS
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TREEAEEES - AFERINFERR
—RABTHHAREHEBRFER
15,5638 B TR BEZAREHEENEE
BR{EEE10,2638E T -

On behalf of the Board of Directors, the business performance of China
Energine International (Holdings) Ltd. (the “"Company”) and its
subsidiaries (collectively the "Group”) for the financial year ended 31

December 2010 is summarized in the following paragraphs.

RESULTS SUMMARY

As of 31 December 2010, the Group's turnover for the year 2010
amounted to HK$698.08 million with a profit for the year of HK$102.08
million as compared to those for the year 2009 of HK$663.37 million
with a profit for the year of HK$70.8 million respectively, representing
5.2% increase in turnover and 44.2% increase in profit for the year. The
turnover for the year comprised sale of wind energy related products of
HK$264.74 million, sale of electricity generated from wind farm of
HK$32.23 million, sale of rare-earth permanent-magnet motor products
of HK$52.58 million, sale of chemical materials of HK$272.55 million and
sales of HK$75.98 million related to telecommunication business whereas
the turnover in 2009 comprised sale of wind energy related products of
HK$314.57 million, sale of electricity generated from wind farm of
HK$31.54 million, sale of rare-earth permanent-magnet motor products
of HK$56.14 million, sale of chemical materials of HK$170.84 million and
sales of HK$90.28 million related to telecommunication business. The
profit for the year was mainly attributable to profit contribution of a
jointly controlled entity relating to automotive component business of
HK$155.63 million and a reversal of impairment loss in relation to the
carrying amount of the said jointly controlled entity of HK$102.63
million.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 5
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MANAGEMENT DISCUSSION AND ANALYSIS

E e
ANBEEOEE

2010$ CEREMAEABEEHE  wEM
5 HMER EFEEKAEEED AR
SHSRENFRE - AHBERANOT
BHE AEBEREMFEERRERERK
il BENRBEEE  BEEYHKE -

gm E@ o

BUSINESS REVIEW

Business of Wind Energy Project

In 2010, directdrive wind turbine, a new make, had been well received in
the market on the strength of its simple structure, high reliability, high
efficiency, low operation and maintenance costs. Facing fierce competition
in the domestic market, the Group proactively addressed these
challenges by giving full play to the advantages of the technology, quality
and service of CASC directdrive wind turbines. In line with this, the

TEEEMLE  UEBRRKTERE
Eiﬁ%ﬁn

F MM
CREEREBMEHAAL
MERZEERTELRFRAERRE - A&
BEZRAER HFBMEZLERMKTE €
Mg MM HDE -

TEMXBRER (£8) BRLF

Group capitalized on its products' leading edge and achieved cost control
by adopting the strategy of technology advancement and batch
production through research and development. In addition, the Group
adopted the strategy of establishing good relationship with several
provincial governments to obtain more wind resources in seeking more

production orders for wind turbines, thereby increasing our market share.
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MANAGEMENT DISCUSSION AND ANALYSIS
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To meet the needs of our expanding production and operation, optimize
the procurement channels, reduce purchasing cost and regulate our
purchasing management, the Group has established a Purchasing
Management Department, which promptly arranged the delivery of the
key components of 900KW directdrive wind turbines of the Bai Yin
Project and the tender invitation and bidding for the Gansu Jiuguan
General Assembling Plant Project; and organized the business
negotiations and contract execution work for batch purchase of key
components of 2MW directdrive wind turbines, and etc. As to the mere
part of products delivery in the implementation of the Bai Yin Project,
since standardized and meticulous tender procedures were adopted with
the participation of the Company’s legal adviser in the entire tender and
bidding process, the tender exercise for delivery service of the Bai Yin
Project was successfully completed with making the purchasing cost 30%
lower than budgeted, representing a good start for centralized purchasing

management.

As to the enhancement of quality management, a Quality Technology
Department was established with completion of preparation of
documents including the Wind Turbine Products Design Documentation
Management System, Measures for the Management of Technology Status,
Classification and Quality Management Requirements of Wind Power
Product Components, and Administrative Measures for Evaluation of
Qualified Sub-suppliers. which not only strengthened the quality control
of critical areas, but also refine and regulate our design workflow. To meet
the evaluation requirements of the quality experts and the |.5MW
direct-drive wind turbine design experts, the electronic control system
design, product specifications and design of 2MW direct-drive wind
turbine were organized; organisation of domestic production of the
master controller of wind turbines and converters was completed, and
batch production will commence after a high quality brand and market

positioning has been established.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 7
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MANAGEMENT DISCUSSION AND ANALYSIS
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Inner Mongolia Wind Turbine General Assembling Plant

Inner Mongolia CASC Energine Wind Turbine Manufacture Co. Ltd. (the
“Wind Turbine General Assembling Plant”), a joint venture between
Beijing Energine Industry Co. Ltd. ("BEI", a wholly-owned subsidiary of
the Group) and Emergya Wind Technologies B.V. ("EWT") with
shareholding of 95% and 5% respectively, is primarily engaged in
production of 900KW directdrive wind turbines and 2MW directdrive

wind turbines.

In July 2010, leveraging on the research and development of 2MW
directdrive wind turbine technology with CASC proprietary intellectual
property, the Group completed the system design verification, assembling
system simulation and model behaviour analysis of 2MW directdrive wind
turbine, and obtained the machine loading evaluation report, the blade
design evaluation report, appraisal report on the mechanical components
of wind turbine issued by German Wind Power Certification Center
(DEWI - OCC) and was granted certifications in relation thereto. The
2MW directdrive wind turbine prototype was successfully hoisted and
installed in Xinhe wind farm of Inner Mongolia Datang Wanyuan New
Energy Co. Ltd ("Datang Wanyuan”) in November 2010, and in
December 2010, grid-connected power generation was realized for the
first time; remote linkage was successfully realized in the control system
of wind turbine, making automatic remote control possible and signifying
wind turbines formally entered into the stage of grid-connection
operation and commissioning. The breakthrough in the development of
2MW directdrive wind turbine signifies CASC's mastery and ownership
of the permanent-magnet directdrive wind turbine technology, thereby

laying a solid foundation for CASC's entry into the wind power market.
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In the second half of 2010, the Wind Turbine General Assembling Plant
completed production of the second batch of 60 sets of 900KW wind
turbines by utilizing the Company’s self-developed extended-type blade,
refitted generators and low voltage transmission feature, indicating that

900KW wind turbine has become increasingly mature and will progress

smoothly to the next phase of batch production.

Inner Mongolia Wind Turbine Blade Plant

Inner Mongolia CASC Energine Composite Material Co. Ltd. (the “Blade
Plant”), a joint venture between BEI (as to 35.9% shareholding), New
Image Development Ltd. (a wholly-owned subsidiary of the Group) (as to
20.5% shareholding), Aerospace Research Institute of Materials &
Processing Technology and EWT, is primarily engaged in research and
development, design, production and service of large structural
composite material products of 900KW and 2MW wind turbine blades.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 9
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In 2010, after undergoing a comprehensive review of the quality control
process of its first batch production of blades in 2009, the Blade Plant
turned its focus to the pre-production preparation of 900KW extended-
type blade mould which comprised strengthening quality control work
and commenced the batch production thereof, with the aim of increasing
the power generation capacity of each wind turbine by 10%. A total of
135 sets of 900KW lengthened blades were produced in 2010.

As to the production preparation and craft tests of 2MW blades
scheduled for 2010, installation of 2MW blade moulds, process layout and
trial tests of raw materials were completed in June. In July, the Blade Plant
achieved an important target for the year: the self-developed 2MW
directdrive turbine prototype blades with CASC proprietary intellectual
property were successfully released. The Blade Plant utilizes advanced
manufacturing technology during production to ensure a clean
production environment and high stability of products. It also utilizes
domestic raw materials for production, which provides robust support
and assurance in batch production of 2MW turbines with CASC

proprietary intellectual property.

The localisation of batch production of this blade make was commenced
in September 2010, which signifies a major step forward of the Group’s
production of 2MW directdrive turbines, assuring the Group’s strength in

the industries of blade production and turbine manufacture.
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Gansu Wind Turbine General Assembling Plant

In November 2010, the Group established Gansu CASC Wanyuan Wind
Power Equipment Manufacturing Co. Ltd. (the "Gansu General
Assembling Plant”), a wholly-owned subsidiary of the Group with
registered capital of RMB80 million, to develop the Gansu Jiuguan
General Assembling Plant, with the objective of gaining a share of the 7.7
million KW resources market allocated by the Gansu Government in
relation to its 750KVA ultra-high voltage lines in operation. The
production capacity of the Gansu General Assembling Plant is 300 sets of
2MW wind turbines per year, which will not only meet the demand of
Jiuguan's tens of million KW class wind power base, but also the demands
from wind farms in Wuwei City, Baiyin City and Jiayu Pass in Gansu and in

Xinjiang regions.

Jiangsu Energine Wind Turbine General Assembling Plant

Nantong CASC Wanyuan Acciona Wind Turbine Manufacture Corp. Ltd.,,
a jointly controlled entity owned by the Group as to 50%, was renamed
as Jiangsu Energine Wind Turbine Manufacture Co. Ltd. (the “Jiangsu
General Assembling Plant”) in September 2010. It is the strategic wind
power plant of the Group in South China which mainly provides
assembling service for [.5MW directdrive wind turbines developed by
the Group, serving to expand the wind turbine make series and optimize

make offerings to cater for the needs of different wind farms.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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Sales of wind turbines

In May 2010, the Company

completed the acquisition of 40%

equity interests in Beijing

EWTCASC Directwind Marketing

and Sales Co. Ltd. ("Directwind

Sales”, subsequently renamed as

Beijing CASC Energine Wind

Turbine Co. Ltd.) for a

consideration of HK$1.82 million.

Upon acquisition, the Company,

EWT and Beijing Direct Energy

Corp. held 65%, 20% and 15%

respectively of Directwind Sales,

and Directwind Sales had become

a subsidiary of the Company,

consummating the Company's

strategy of controlling all the =
entities in the supply chain of the

wind turbines sales and production business. This enabled the Group to
devise and consider its strategic plan from a macro perspective of the
entire supply chain, and account for the overall profits of the entire
supply chain from the whole process in the sales and production of wind
turbines and wind blades in utilising the advanced directdrive technology
of EWT It also allowed the Group to officially engage in the marketing
and sales businesses of wind turbines manufactured by the Wind Turbine
General Assembling Plant in China and all over the world. In 2010,
Directwind Sales sold 60 sets of 900KW directdrive turbines to wind
farms in Baiyin City, Gansu and Tianjin Binhai New Area.
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Joint Promotion and Development of Large Wind Turbine

Manufacturing Base on the Western Coast of the Taiwan Strait

Pursuant to a Strategic Cooperation Agreement of Joint Promotion and
Development of the State’s Offshore Wind Power Demonstration Project
in Ningde City and Large Wind Turbine Manufacturing Base on the
Western Coast of the Taiwan Strait entered into between Ningde City
People's Government, China Technology Market Association, the
Company and Fujian Mindong Electric Power Company Limited
("Mindong Electric Power™) in 2009, BEl entered into an agreement to
jointly establish a new energy company Energine Min Jian New Energy
Investment Co., Ltd. (“Min Jian New Energy") on |5 July 2010 for the
joint investment, development, construction and operation of offshore
and land wind farm projects with a view to achieving emission reduction
targets and promoting local economic development. The joint venture has
a registered capital of RMBI50 million with shareholding of 20% and 80%
held by BElI and Mindong Electric Power respectively. BEI contributed
RMB30 million.

Min Jian New Energy, established in October 2010, had formally been
engaged in offshore and land wind power projects in eastern Fujian. The
offshore and land wind power projects being developed by Min Jian New
Energy will mainly purchase the Group's existing makes such as 900KW,
[.5MW, 2MW directdrive wind turbines, as well as 3MW and SMW
offshore directdrive wind turbines being developed by the Group, on the
same terms being offered to other customers. The establishment of Min
Jian New Energy, especially, provides intensive impetus for securing of

more market orders for the Group.

Trading of materials

In 2010, BEI continued the trading business of chemical raw materials in
connection with production of wind turbine blades. A steady growth in
sales was recorded for this business in 2010.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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Wind Farm Operations
Liaoning Benxi

The CASC LongYuan (Benxi) wind farm project, controlled and operated
by the Group, is installed with 29 sets of 850KW wind turbines with a
capacity of 24,650KW in total.

An electricity level of 55.45 million kwh was realized during 2010,
representing an increase of 0.38 million kwh over last year. On-grid

power generation amounted to 53.29 million kwh with realized income

from principal activity of HK$32.23 million, representing an increase of
HK$690,000 over last year, realizing a profit amounting to HK$13.99
million.

Jilin Longyuan

The Jilin Tongyu wind farm, invested and constructed by the Group, is
installed with 236 sets of 850KW wind turbines with a capacity of
200,000KWV in total.

An electricity level of 342.1 million kwh was realized during 2010,

representing a decrease of 2.41 million kwh from last year. On-grid power
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generation amounted to 334.44 million kwh with realized income from
principal activity of HK$182.94 million, representing an increase of HK$1.53
million over last year, realizing a profit amounting to HK$91.86 million.

i ™

/

Jiangsu Longyuan

The Jiangsu Yudong wind power field project, invested and constructed by
the Group, is installed with 100 sets of I.5MW wind turbines with a
capacity of 150,000KW.

An electricity level of 349.88 million kwh was realized during 2010,
representing an increase of 5.51 million kwh over last year. On-grid power
generation amounted to 342.09 million kwh with realized income from
principal activity of HK$190.95 million, representing an increase of HK$5.99
million over last year; realizing a profit amounting to HK$84.85 million.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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Inner Mongolia Xinghe Wind Farm

The Inner Mongolia Xinghe wind farm of Datang Wanyuan, which is
jointly controlled by BEIl and Inner Mongolia Datang Wanyuan New
Energy Co., Ltd, is installed with an installed capacity of 49,500KW.The
first 55 self-manufactured 900KW directdrive wind turbines being
installed therein have passed the 240 hour inspection and acceptance
test and duly commenced operation during the warranty period The
wind farm provided not only an environment for technological
improvement of 900KW directdrive wind turbines, but also a testing base

for research and development of 2MW directdrive wind turbines.

An electricity level of 61.2 million kwh was realized in 2010, successfully
achieving the target of Datang CASC wind farm for 2010; the client was
very satisfied and gave a high compliment on the delivery work. Annual

on-grid power generation amounted to 59.83 million kwh with realized

income from principal activity of HK$27.24 million, realizing a profit
amounting to HK$15.47 million.
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Business of New Materials

[t is the plan of the Group to

extensively utilise rare-earth
materials in four major areas:
highpower rare-earth permanent-
magnet synchronous generator and
variable-flow drive system applied in

wind turbines, rare-earth permanent-

magnet gearless traction machines
for elevators, special rare-earth
permanent-magnet motor for dual military plus civil application and its

drive system and permanent-magnet directdrive electrical products.

Jiangsu Aerospace Wan Yuan REPM Motor Co., Ltd., controlled and
operated by the Group, is a high-tech enterprise which specialises in
research and development, manufacture, and sales of rare-earth
permanent-magnet gearless traction machines for elevators. The “fit X &
JR" branded rare-earth permanent-magnet gearless traction machines for
elevators, and its driving control system self-developed by the company’s
research and development had filled up a technological gap of the
domestic gearless elevator sector.

In December 2010, Wuxi CASC Energine Xindali Electricity Co,, Ltd.
("Wuxi CASC"), the Group's controlling company, introduced three
strategic investors, namely, Jiangsu Jin Ding Investment Co. Ltd., Lamax Ltd.
and Chang Zhou Jie Tong Pipeline Co. Ltd., with contributed capital of
RMBI8 million (comprising a premium of RMB3 million, representing
12.5% equity), RMBI8 million (comprising a premium of RMB3 million,
representing 12.5% equity), and RMBI2 million (comprising a premium of
RMB2 million, representing 8.33% equity), respectively, increasing the
registered capital to RMBI120 million. The equity interests held by the
original shareholders, Tin Shun Industrial Ltd. (a wholly-owned subsidiary
of the Group) and Wuxi Great Power Electromotor Co., Ltd. have
therefore been diluted to 41.67% and 25.0% respectively. Wuxi CASC

was accordingly turned into an associated company.

Wuxi CASC produced 2 sets of 1.5 MW generator prototype during the
year. It is planned that Wuxi Rare-earth Motor Industrial Base will duly
commence its production in 201 I. Thereafter, the Group will reduce its
reliance on upstream suppliers of the wind turbine supply chain for

purchasing generators in effort to control the production cost.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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Business of Automotive Component Parts
Automotive engine management systems

Beijing Delphi Wan Yuan Engine Management Systems Co,, Ltd, a jointly
controlled entity, is a leading supplier in the domestic automotive
electronic fuel injection market with a stable market share, ranking the
second nationwide and supplied to almost all major domestic automobile
manufacturers. As for export sales, its products are sold to automobile

manufacturers in Europe and North America.

The jointly controlled entity recorded sales revenue of HK$2,766.02
million in 2010, representing an increase of HK$699.59 million over last
year with realized profit of HK$317.62 million. Its sales expansion and

lower cost targets were successfully achieved.

Automotive sealing systems

Beijing Wanyuan-Henniges Sealing Systems Co., Ltd, a jointly controlled
entity, is a company specialises in manufacturing of medium-to-high class
automotive sealing products in the domestic market. Its quality control
standards is on par with the international advanced level. The jointly
controlled entity not only realises the development on and complement
to the medium-to-high class models in the domestic market, but also
attains the standards applicable to Germany, France, the United States,

Japan and South Korea with its products.
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The jointly controlled entity recorded sales revenue of HK$434.66 million
in 2010, representing an increase of HK$90.99 million over last year with
realized profit of HK$20.1 million. The company will continue to take
measures to enhance production efficiency and realise sustainable profits
by controlling raw material procurement costs, reducing reject rate and
containing expenses as well as through technological innovation and
Toyota Production System (“TPS”), as well as Value Analysis/Value
Engineering (“VAVE").

Telecommunication Business

The telecommunication products of the Group fully cover various
categories such as GPS mobile terminals, intelligent transport, wireless
communication, GPS automotive information service platform. The Group
has become a provider of professional electronic equipment,
communication products and system integration with extensive influence

in the domestic market.

In June and December
2010, the
successively sold a total of
its 22.5%
interest in Castel Qihua
Ltd. (“Castel Qihua”), a
provider of GPS mobile
GPS

information

Group

controlling

terminals and
automotive
services platform, at total

considerations of HK$12.02 million. Upon disposal, Castel Qihua became

the Group's associated company of 47.5% equity.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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Corporate Social Responsibility

The Group always live up to its corporate culture: we have been devoted
to projects on new energy, energy conservation and environmental
protection in the areas of renewable power generation and carbon
emission control in adhering to the principle of protecting the Earth and
ecological environment insistently and our mission of contributing to
society and benefitting mankind; relentless efforts have been made to
pursue excellence in quality in research and development and production
of wind turbine so as to consolidate the CASC brand and earn
customers’ trust; in management, risk management and compliance
system is strengthened to ensure sustainable development; the value of
leverging employees' talents to full play and win-win in harmony is
implemented to nurture an outstanding corporate team in the course of
fully fulfilling our social responsibilities. Based on the above in 2010, the
theme “Develop CASC New Energy, Start With My First Contribution”,
with emphasis on the value of realising R&D innovation, management
efficiency and corporate achievements, was commenced. The targets

were achieved under the concerted efforts of all employees.

PROSPECTS

Looking ahead, the Group will speed up the progress in domestic
production of wind turbines; focus on the development of 3MW and
5MW wind turbines to tie in with the Twelfth Five-year Plan, capture the
share of the potential wind turbine market in future and identify
cooperation opportunities with other large-scale power generation
groups; refine the batch production of rare-earth motors; and secure
financing for the Group. We shall broaden the scale of energy
conservation and environmental protection business, as well as
strengthen its internal management to ensure the sustainable
development of the Group and create greater shareholder worth and

repute.
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HUMAN RESOURCES AND REMUNERATION
POLICY

As at 31 December 2010, the Group had 48 employees (2009: 49
employees) in the Hong Kong head office and 704 employees (2009: 752
employees) in the Mainland China offices. Remuneration of employee is
determined according to individual employee’s performance and the
prevailing trends in different areas and reviewed on an annual basis. The
Group also provides Mandatory Provident Fund and medical insurance to
its employees. In addition, discretionary performance bonus is available at
the discretion of the Directors.

FINANCIAL REVIEW

Liquidity and Financial Resources

Total borrowings of the Group as at 31 December 2010 were
HK$1,046,320,000 (2009: HK$1,277,410,000), all of which were of fixed
rate borrowings (2009: including floating-rate borrowings of
HK$130,000,000). All borrowings of the Group were determined at
market interest rate. The Group has not issued any financial instruments
for hedging or other purposes.

Gearing ratio (total borrowings over shareholders’ equity) as at 3|
December 2010 was 63% (2009: 83%).
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Pledge of Assets

As at 31 December 2010, certain assets of the Group of HK$32,644,000
(2009: HK$97,851,000) have been pledged to secure bank facility.

Exchange and Other Exposures

Most of the Group'’s business transactions were conducted in Renminbi.
The Group expected that the exposure to exchange rates fluctuation
was not significant and therefore has not engaged in any hedging
activities.

The Group did not have any contingent liabilities as at 31 December
2010.

APPRECIATION

| would like to take this opportunity to thank my fellow directors and all
the staff members for their hard work and dedication during the year

under review.

By Order of the Board

Han Shuwang

Chairman

Hong Kong, 29 March 201 |
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AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Han Shuwang, aged 46, researcher, obtained Bachelor's degree in
Computer Science and Master’s degree in Economics and Management
from Tongji University and American Southwest University respectively.
He is a Visiting Professor of Tongji University and achieved Space Award
from China Aerospace Science and Technology Corporation (“CASC").
He served as Deputy Division Chief, Deputy Chief Designer, Director
Assistant and Deputy Director with the Institute of Space Automation
Control of China Academy of Launch Vehicle Technology (“CALT")
between 1988 and 1997, Deputy Director of Political Division of CALT in
1997, Director of Administrative Office of CALT in 1998, General
Manager of Beijing Wan Yuan Industry Corporation in 1999, President
Assistant of CALT in 2000. Since 2002, he has served as Vice President of
CALT. In parallel, he has also been a Director of Aisino Co., Ltd.
("Aisino”), a company listed on the Shanghai Stock Exchange since
November 2000. Possessing rich experiences in strategic research and
business administration, he was appointed as an Executive Director and
Vice-chairman of the Company on 14 February 2006 and became the
Chairman on 26 October 2007. He is also a Director of a number of

subsidiaries of the Group.

Mr. Wang Xiaodong, aged 43, graduated from Beijing University of
Aeronautics and Astronautics with a Bachelor's degree in Electronic
Engineering and obtained a MBA from the University of South Australia.
During 1989 to 1998, he worked with Beijing Institute of Spacecraft
System Engineering under the China Academy of Space Technology, the
Comprehensive Planning Bureau of the Ministry of Aerospace Industry of
China and then the General Office of China Aerospace Corporation, as
Assistant Engineer, Engineer, Senior Engineer, and Secretary to the
President cum Deputy Director of the President Office. In 1999, he,
possessing extensive experience in research and management, was
appointed the Executive Director cum Deputy General Manager of China
Aerospace International Holdings Limited. He has been appointed as
Managing Director (later becoming Executive Director cum General
Manager) of the Company since May 1999 and became the Vice-
Chairman and Executive Director of the Company on 26 August 2010;

He is also a Director of a number of subsidiaries of the Group.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 23

i,



. 74

24

ESkekE

=IBAEZBEAER

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

BERE 415 SR TRERM |ENKEH

BIXABERETIER ﬁl 2+a
il BEBENRKBEIEAS [ERE
%%I%%ﬁt%ﬁ*&%#ﬂAEﬁ%ﬁ

OB SBIE LB - 19924 2 AR 75 5 P Bl i K
I%¥ EATPRAEHARMHERBEERE FRE
BER  ARRZEREERBRETFMAEE
KWEFERER  KEKERIHR - PEXH
WERNERAB(LEBHFRZALETA
AES B PEEAAHEEROERA
A(LEBEARGHMLTAR) EE - 2 RE
B EEELE  BEREEE - EWQA
EEFTEAELEEMNKR - BR2007F3R
16HEZEAAARER (ABEIRL
1) » 201098 A 268 BEZ T AR LD AIHIT
EERBE  BENAAEEETHEARAZ
EEo

IRELRE 385 TFAFELEEENKE
BIXERBNGEELTEN  FEIESHEK
REREERTAZNEERSE LB -
THELRERI1999FLANBHEZ GIEIE
o TRFELEERMARRRZA - BER
AERBRRASRZ2ENBRRERMEK
BREERA ZEEERD o 5 72008F5 A
10HEZHEAERAMBEE - K201068
AHEZTARRRNITES  HIFAK
EEETHBARIZES -

TEMXBRER (£8) BRLF

Mr. Zang Wei, aged 41, senior engineer, obtained his Bachelor's degree
in Engineering at the Telecommunicatoin Engineering Faculty and his
Master’s degree in Telecommunication and Electronic Engineering from
Harbin Institute of Technology. He also obtained PhD in Economics from
Renmin University of China. Since he joined the China aerospace industry
in 1992, he has assumed the Deputy Director with the International
Cooperation Division of China Academy of Space Technology, the Deputy
Director with Assets Management Division, Business and Investment
Department of CASC (the Company’s ultimate controlling shareholder),
the Director and CEO of China Spacesat Co,, Ltd. (listed on the Shanghai
Stock Exchange), the Director and Senior Vice President of China
Spacesat Technology Co., Ltd (listed on the Shanghai Stock Exchange)
successively. He possesses rich experience on management of listed
company in relation to assets operation and internationalization
development. He was appointed as a Vice President (formerly known as
Deputy General Manager) of the Company on |6 March 2007. He was
appointed as Executive Director and CEO of the Company on 26 August

2010. He is also a Director of a number of subsidiaries of the Group.

Mr. Wang Lijun, aged 38. Mr. Wang Lijun graduated from Harbin
Institute of Technology with a Bachelor degree with major in Industrial
Accounting and National University of Defense Technology with a Master
degree in Management. He was qualified as an Accountant in PRC in May
1999. Prior to joining the Company, he was the Chief Accountant with
Beijing CASC Wan Yuan Science & Technology Corporation, a wholly-
owned subsidiary of CALT. He was appointed as a Financial Controller of
the Company on 10 May 2008. He was appointed as Executive Director
of the Company on 26 August 2010. He is also a Director of a number of
subsidiaries of the Group.
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AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTORS

Mr. Li Guang, aged 48, senior engineer, graduated from Tianjin
University with Master's degree in Industrial Automation. He had been
the Designer with the [4th Institute of CALT between 1991 and 1996,
Division Chief of Development Division, and General Manager of Beijing
Long March Hi-tech Corporation from 1996 to 2005. He acted as
Deputy General Manager, General Manager of Beijing Wan Yuan Industry
Corporation successively from 1998. Mr. Li exhibits excellent experience
in scientific research, product development and business administration.
He was appointed as an Executive Director and a Deputy General
Manager of the Company on 14 February 2006. On 31 March 2009, Mr.
Li resigned from Deputy General Manager and was redesignated as Non-
executive Director on | April 2009 following his appointment as the
Chief of Business and Investment Department of CALT. In parallel, he has
been a Director of Astrotech Group Ltd. (“Astrotech”), the Company's
controlling shareholder since 8 August 2010. Astrotech is a wholly-owned
subsidiary of CALT. He was also a Director of a number of subsidiaries of

the Group.

Mr. Fang Shili, aged 38. Mr. Fang graduated from Peking University with
a Bachelor's degree in Law and obtained a Master degree in Finance from
Renmin University of China. Since he joined the CALT in 1995, he has
been serving as Auditor, Deputy Director with the Second Division in
Audit Office, Director of Consolidated Finance Division, Deputy Chief
and the Chief of the Finance Department. He was qualified as a Lawyer
and as a Certified Accountant in 1997 and a registered Tax Agent in 2007
in PRC. In parallel, he has been a Director of Astrotech since 8 August
2010. He was appointed as Non-executive Director of the Company on
26 August 2010.
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Mr. Wu Jiang, aged 50, researcher, Council Member of China
Association of Chief Accountants and Deputy President of Institute of
China Aerospace Industrial Accountancy. He graduated from National
University of Defense Technology with Master degree in System
Engineering. He worked for a destroyer contingent of the North Sea
Battleship Fleet during August 1983 to July 1989. From August 1989 to
August 2000, he was the Chief of Integrated Planning Division of CALT,
the controlling shareholder of the Company. From September 2000 to
January 2002, he acted as the General Deputy Director of the First
Division, CALT. He then became the Chief of Finance Department of
CALT for 5 years. He has been the Chief Financial Officer of CALT since
February 2007. He had been a Director of Astrotech during the period
from July 2005 to August 2010. He is an expert on scientific and
technological management and financial management with rich
experience in finance, investment and risk management. He was
appointed as a Non-executive Director of the Company on 20 May 2008,
He resigned therefrom on 26 August 2010.

Mr. Tang Guohong, aged 50, professor, graduated from Beijing
University of Aeronautics & Astronautics (“Beihang University") with
Master's degree in Engineering. He went to Germany in 1987 and
obtained PhD from Max-Planck Institute for Metals Research. He has
served as Director of Staff Office, Deputy Dean and Professor in the
Material Science and Engineering Department of Beihang University,
Deputy General Manager and Administrative Deputy General Manager
with China Aerospace Industry Supply & Marketing Corporation. After
acting as the Chief of Business and Investment Department of CALT, he
now is the President Assistant of CALT with rich experiences in scientific
research, business administration and capital operation. He had been a
Director of Astrotech during the period from July 2005 to August 2010.
He was appointed as a Non-executive Director of the Company on [4
February 2006. He resigned therefrom on 26 August 2010.
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AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr.Wang Dechen, aged 71, was graduated with Bachelor degree from
Harbin Institute of Military Technology (formerly Chinese People’s
Liberation Army Military Engineering Institute), committee member of the
|0th Chinese People’s Political Consultative Congress. He served as the
Assistant Director, Director, Deputy Dean, Vice President, Deputy
Secretary to the Party Committee of Nanjing Eastern China Engineering
College between 1966 and 1985. He acted as Secretary of Education of
the Ministry of China Weapon Industry Ministry's National Mechanical
Committee in 1985. He served as Deputy General Manager of China
North Industries Group in 1988 to 1990 and of China Weapon Industry
Corp.in 1990 to 1996. He served as General Manager and Secretary to
the Party Secretary of China South Industries Group Corp. from July
1999. From December 2003 onwards, he acted as the Senior Consultant
thereof. From July 2004 to December 2009, he was an Independent
Director of Aisino, a company listed on the Shanghai Stock Exchange.
With rich experience in strategic management and corporate
restructuring, Mr. Wang is the senior expert in Chinese advanced
equipment manufacturing industry and automotive industry. Also, Mr.
Wang is an active advocate and experienced expert in China
environmental protection and clean energy field. He was appointed as an
Independent Non-executive Director on 23 January 2008 for a 3 year

tenure which was extended for a further 3 years from 23 January 201 I.
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Ms. Kan Lai Kuen, Alice, aged 56, is a fellow member of The
Association of Chartered Certified Accountants, a fellow member of the
CPA Australia and an associate member of The Hong Kong Institute of
Certified Public Accountants. She is also a fellow member of the Hong
Kong Institute of Directors. She has over |5 years of experience in
corporate finance and is well experienced in both the equity and debt
markets. She held various senior positions in international and local banks
and financial institutions and is currently a controlling shareholder and the
Managing Director of each of Asia Investment Management Limited and
Asia Investment Research Limited, both companies are licensed
corporations under the Securities and Futures Ordinance (the “SFO”).
Ms. Kan is a licensed investment adviser under the SFO and a registered
officer of Lotus Asset Management Ltd. Ms. Kan is and was also an
Independent Non-executive Director of each of Regal Hotels
International Holdings Limited , G-Vision International (Holdings) Limited,
Sunway International Holdings Limited, Shimao Property Holdings
Limited, Shougang Concord International Enterprises Company Limited,
Shougang Concord Technology Holdings Limited and Sunac China
Holdings Limited (from its listing on 7 October 2010), all of which are
companies listed on the Hong Kong Stock Exchange. She retired from
that office of Shougang Concord Technology Holdings Limited on 8 June
2010. She was appointed as an Independent Non-executive Director on
23 January 2008 for a 3 year tenure which was extended for a further 3

years from 23 January 201 I.

Mr. Gordon Ng, aged 46, obtained his Bachelor's degree in
Microbiology and Biochemistry and Master's degree in Intellectual
Property from University of London. He was qualified as a solicitor in
England and Wales in 1993 and Hong Kong in 1994. He has been a
partner of an international law firm advising clients on corporate law and
corporate finance law since May 2010. Prior to that, he had been a
partner of Sidley Austin Brown & Wood, Hong Kong and CMS Cameron
Mckenna, Hong Kong and Hogan & Hartson. He was appointed as an
Independent Non-executive Director on 23 January 2008 for a 3 year

tenure which was extended for a further 3 years from 23 January 201 I.
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AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Li You, aged 46, senior engineer. Graduated from Huazhong
University of Science and Technology with the Bachelor's degree in
Electronic Material and Component Specialized Technology, he has
studied courses in economics, banking, finance and business management
of engineering management research class in Beijing Institute of
Technology. Since 1986, he successively served in Beijing Telemetering
Technical Research Institute, CALT's Political Division, Administrative
Office, Civilian Use Development Department as Deputy Director,
Comprehensive Management Director in which he was engaged in the
special case development, technical division management, public relation
management, and civil assets integrative management work. In 2003, he
served as Deputy Chief of Investment Management Department in CALT,
responsible for CALT's civil assets planning management, corporate
management, capital restructuring, and management appraisal work.
Having possessed extensive experience in aerospace civil industry
management, he was appointed as a Vice President (formerly known as
Deputy General Manager) of the Company on |6 March 2007. He was
appointed as Executive Vice President of the Company on 26 August

2010. He is also a Director of a number of subsidiaries of the Group.

Mr. Chen Wei Nong, aged 54, senior engineer, graduated from Zhejiang
University with a Bachelor's degree in Mechanical Manufacturing
Processes and Equipment. Since 1980, he successively served in Beijing
Jian Hua Electronic Instrument Factory of CALT as workshop craftsman,
designer, Deputy Director of Technology Division, Deputy Chief of Testing
and Control Studio and Deputy Factory Manager of the Factory. He
served as Deputy Chief Engineer of Yuan Wang Group from 1999 to
2003. From 2003 to 2010, he successively served as General Manager
Project Assistant, and Deputy General Manager of Beijing Energine Co.
Ltd. He has served as Chief Engineer of the Company since June 2008.
He was appointed as a Vice President of the Company on 26 August

2010. He is also a Director of a number of subsidiaries of the Group.
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Mr. Hu Wei Lin, aged 46, researcher, graduated from the School of
Mechanical Engineering of Shanghai Jiao Tong University with a bachelor
degree and from China Academy of Space Technology with a Master
degree in Spacecraft Design. Since 1991, he successively served in Beijing
LM Hi-Tech Development Corporation as Designer, Deputy Chief
Engineer, Chief Engineer and Deputy General Manager. In 2007, he was
appointed as Deputy General Manager cum Director of Wind Power
Research and Development Centre of Beijing Energine Industry Co. Ltd.
He has been appointed as General Manager Project Assistant and the
Director of Research on 900KW wind turbine of the Company since
February 2010. He was appointed as a Vice President of the Company on
26 August 2010. He is also a Director of a number of subsidiaries of the
Group.

Mr. Zhang Wei Min, aged 44, researcher, graduated from Department
of Precision Instruments and Mechanology, Tsinghua University with a
Bachelor's degree. He successively served as Designer, and Deputy
Manager in Civilian Product Design House, as Deputy Factory Manager of
Packaging Machinery Factory, as Chief Engineer in Civilian Product Group
of Capital Aerospace Machinery Company from July 1988 to October
2001. During November 2001 to July 2003, he studied at the Research
Centre for Intelligent Machines, McGill University in Canada in obtaining a
Master's degree of engineering. From July 2003, he successively served as
Deputy General Manager, and the Manager of Wind Power Research and
Development Department of Beijing Energine Industry Co. Ltd. He
served as General Manager Project Assistant of the Company from
February 2010. He was appointed as a Vice President of the Company on
26 August 2010. He is also a Director of a number of subsidiaries of the
Group.

Mr. Au-Yeung Keung, Steve. Mr. Au-Yeung graduated from The
University of Hong Kong with a Master of Science degree in Electronic
Commerce and Internet Computing, the City University of Hong Kong
with a LLM degree in Chinese and Comparative Law and the University
of London with a LLB degree with honours. He is a fellow member of
both the Hong Kong Institute of Certified Public Accountants and the
Chartered Institute of Management Accountants. He has extensive
experience in company secretarial practice, accounting, auditing and
financial management in Hong Kong and PRC. Mr. Au-Yeung was
appointed as the Company Secretary and authorized representative of
the Company on | June 2006. He is also the Head of Internal Audit of
the Group.
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CORPORATE GOVERNANCE REPORT

INTRODUCTION

The Board of Directors of the Company (the “Board"”) is pleased to
present the Corporate Governance Report of the Group for the year
ended 31 December 2010.

COMMITMENT TO CORPORATE
GOVERNANCE

The Company acknowledges the importance of good corporate
governance practices and procedures and regards preeminent board of
directors, sound internal controls and accountability to all shareholders as
the core elements of its corporate governance principles. The Group
endeavours to ensure that its businesses are conducted in accordance

with rules and regulations, and applicable codes and standards.

CORPORATE GOVERNANCE PRACTICES

The Group has complied with all principles as set out in the Code on
Corporate Governance Practices in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on the Stock Exchange of
Hong Kong Limited (the “Code"), which became applicable to the Group
in respect of the year under review, and complied with the relevant code
provisions in the Code throughout the year ended 31 December 2010,
with the exception of one deviation from the Code Provision A4.l of
the Code which stipulates that Non-executive Directors should be

appointed for a specific term subject to re-election.

All of the Non-executive Directors of the Company are not appointed
for a specific term, except that Independent Non-executive Directors are
of a fixed term of 3 years, but are subject to retirement and rotation and
re-election at the Company's Annual General Meeting (“AGM") in
accordance with the retirement provisions under the Articles of
Association of the Company. The Company considers that sufficient
measures have been taken in this regard to ensure that the Group's
corporate governance practices are no less exacting than those in the
Code.
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THE BOARD

Board responsibilities and the relationship between board and

management

The Board has the responsibility for management of the Group, which
includes formulating business strategies, and directing and supervising the
Group's affairs, approving interim reports and annual reports,
announcements and press releases of interim and final results, considering
dividend policy, and approving the issue, allotment or disposal or grant of

options in respect of unissued new shares or debentures of the Group.
The overall management of the Group's business is vested in the Board.

The Board takes responsibility to oversee all major matters of the Group,
including the approval and formulation of all policy matters, overall
strategies, internal control and risk management systems, and monitoring

the performance of the senior management.

The Board's role is not to manage the business whose responsibility
remains vested with management. The Board and management fully
appreciate their respective roles and are supportive of the development

of a healthy corporate governance culture,

The day-to-day management, administration and operation of the Group
are delegated to the management. The Board gives clear directions to the
management as to their powers of management, and circumstances
under which the management should report back. All Directors have full
and timely access to all relevant information as well as the advice and
services of the Company Secretary, with a view to ensuring that the
Board procedures and all applicable rules and regulations are followed.
Each Director is entitled to seek independent professional advice in
appropriate circumstances in carrying out their functions and duties after

making a request to the Board at the Group's expenses.

Each Director is given contact details of the senior management and is
accessible to them for obtaining information and making enquiries when
required, and to receive adequate information, which must be complete

and reliable, in a timely manner.
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Board composition

The Board comprised nine directors including four Executive Directors,
two Non-executive Directors and three Independent Non-executive
Directors in wake of two Executive Directors and one Non-executive
Director appointed and two Non-executive directors resigned on 26
August 2010. There was a majority of Non-executive Directors on the
Board, with a wide range of experience and calibre bringing valuable
judgment on issues of strategy, performance and resources. The
biographical details of the Directors are set out on pages 23 to 28 of this
Annual Report, which demonstrate a diversity of skills, expertise,

experience and qualification.

During the year 2010, the Board at all times met the requirements of the
Rules 3.10(1) and 3.10(2) of the Listing Rules in appointment of a
sufficient number of three Independent Non-executive Directors, one of
whom has appropriate professional qualifications, accounting and financial

management expertise.

The appointment of Independent Non-executive Directors adheres to
the guidelines for assessing independence set out in Rule 3.13 of the
Listing Rules. The Group has received in writing confirmation of their
independence from each of the Independent Non-executive Director
and considers them to be independent of the management and free of
any relationship that could materially interfere with the exercise of their
independent judgment. The Board considers that each of the Non-
executive Directors and Independent Non-executive Directors brings his

own relevant expertise to the Board.

The Directors are aware that they shall give sufficient time and attention

to the affairs of the Group.

The Directors of the Company are unrelated to each other in every

aspect, including financial, business or family.
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Chairman and Chief Executive Officer

Mr. Han Shuwang is the Chairman and Mr Wang Xiaodong and Mr Zang
Wei was and is the Chief Executive Officer of the Group for the period
to 26 August 2010 and the period thereafter respectively. The roles of
the Chairman and the Chief Executive Officer are segregated and
assumed by two separate individuals to strike a balance of power and
authority so that the job responsibilities are not concentrated on any one
individual. The Chairman of the Board is responsible for the leadership,
Group strategic and Board issues, while the Chief Executive Officer has
the overall general management responsibilities for Group operations

and development in general.

Appointment, re-election and removal of Directors

The Group does not have a Nomination Committee. There are formal,
considered and transparent procedures for the appointment and removal
of Directors. The Board as a whole is responsible for the procedure of
agreeing to the appointment of its members and for nominating
appropriate person for election by shareholders at the AGM, either to fill
a causal vacancy or as an addition to the existing Directors. In the
nomination process, the Board of Directors makes reference to criteria
including accomplishment and experience in the industry, professional
and educational background and commitment in respect of available time

and relevant interest.

The process for re-election of a director is in accordance with the
Group's Articles of Association, which require that, other than those
Directors appointed during the vyear, one-third of the Directors for the
time being are required to retire by rotation at each AGM and are
eligible to stand for re-election. For those Directors appointed by the
Board during the year, they shall hold office until the next following AGM
and shall then be eligible for re-election. The annual report and the
circular for AGM contain detailed information on election of Directors
including detailed biographies of all Directors standing for re-election to

ensure shareholders to make an informed decision on their election.
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Board meetings

The Board conducts meetings on a regular basis and on ad-hoc basis, as
required by business needs. During the year, the Board held a total of
nine meetings and at least once quarterly. The composition of the Board

and attendance of the Directors are set out below:

HERE
EREERH
Number of attendance/
Number of meetings
entitled to attend

BITES
BEELE (EFR)
TEREE (BEEFR)
BiERE (1BH)
R-_F—ZFFNNA-F+ NAEZT)
TRERE
R-_F—ZFFNNA-F+ NAEZT)

EUTES
THEAE
FHHEE
R-_F—ZFFNA-F+ NHEZT)
SIkh4E
R-F—ZFFNA-_F+NBEL)
EEEEE
R-F—ZFFNA-_F+NBEL)

BUFUTES
IRRERE
BERLL
REMKE

ARTHESEERANASELRESH
HELTHERAY  UBRREAREHRES
RRBAZAREEMASEZRERNER
MEZRNTERMTmNE -  ERERER
EZEXMHENBREZETHERETE
AREL=ZRERAGEL2EEER - AHE
HEESEENMETRERM -

Executive Directors

Mr. Han Shuwang (Chairman) 9/9
Mr.Wang Xiaodong (Vice-Chairman) 8/9
Mr. Zang Wei (Chief Executive Officer)

(appointed on 26 August 2010) 212
Mr.Wang Lijun

(appointed on 26 August 2010) 212

Non-executive Directors

Mr. Li Guang 919
Mr. Fang Shili

(appointed on 26 August 2010) 212
Mr.Wu Jiang

(resigned on 26 August 2010) 717
Mr. Tang Guohong

(resigned on 26 August 2010) 517

Independent Non-executive Directors

Mr.Wang Dechen 9/9
Ms. Kan Lai Kuen, Alice 9/9
Mr. Gordon Ng 719

For a regular Board meeting, notice of at least fourteen days is given to
all Directors of the Group, who are given an opportunity to include
matters in the agenda for discussion and are properly briefed on issues
arising at board meeting. An agenda and accompanying document for
discussion are sent to all Directors of the Group at least three days
before the intended date of a regular Board meeting. For all other Board

meetings, reasonable notices are given.
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Minutes of Board meetings and meetings of Board Committees are kept
by the secretary of the Group and are open for inspection at any
reasonable notice by any Director of the Group. Further, minutes of the
Board meetings and meetings of Board Committees recorded in sufficient
detail the matters considered by the Board and the Board Committees
and decisions reached, including any concerns raised by Directors or
dissenting views expressed. Draft and final versions of minutes of Board
meetings are sent to all Directors of the Group for their comment and
records respectively, in both cases within a reasonable time after the

Board meeting is held.

If a substantial shareholder or a Director has a conflict of interest in a
matter to be considered by the Board which the Board has determined
to be material, the matter shall not be dealt with by a Committee
(except an appropriate Board Committee set up of that purpose
pursuant to a resolution passed in a Board meeting) but a Board meeting
shall be held, during which such Director must abstain from voting.
Independent Non-executive Directors who, and whose associates, have
no material interest in the transaction shall be present at such Board

meeting.

Board Committees

The Board has established three committees, namely, the Remuneration
Committee, the Audit Committee and the Development and Investment
Committee, for overseeing particular aspects of the Group’s affairs. Al
Board Committees of the Group are established with defined written
terms of reference. The terms of reference of the Board Committees are
posted on the Group’s website and are available to shareholders upon

request.

The Board Committees are provided with sufficient resources to
discharge their duties, and upon reasonable request, are able to seek
independent professional advice under appropriate circumstances at the

Group's expenses.
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(A) Remuneration Committee

The Remuneration Committee consists of one Non-executive
Director and two Independent Non-executive Directors. The
Remuneration Committee is responsible for making
recommendations to the Board on the Group's policy and structure
for all remuneration of Directors and senior management and on the
establishment of formal and transparent procedures for developing

policies on such remuneration.
The main principles of the Group’s remuneration policies are:

[. No Directors or any of his associates is involved in deciding his

own remuneration;

2. Recommendations will be made to the Board at least one time
per year of the specific remuneration packages of all Executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments which include any
compensation payable for loss or termination of their office or
appointment, and the remuneration of Non-executive Directors.
The Remuneration Committee should consider factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the Directors, employment conditions
elsewhere in the Group and desirability of performance-based

remuneration; and

3. Review and recommend performance-based remuneration by
reference to corporate goals and objectives resolved by the

Board from time to time.

During the year, the Remuneration Committee has reviewed and
discussed the remuneration of the Directors and senior
management. The Committee has also approved the remuneration
and the discretionary bonuses of the Executive Directors by
reference to their respective levels of responsibilities and
performance, industry benchmarks, prevailing marketing conditions
and the Group’s financial performance. The Director’s fees and any
other reimbursement or emolument payable to the Directors during

the year are disclosed in the Group’s financial statements.
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One committee meeting was convened for discussing the
remuneration policy in the year 2010 and the attendances of each

committee member at the meeting are set out as follows:
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Number of meetings
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Non-executive Director
Mr. Li Guang (Chairman)

(appointed on 26 August 2010) 0/0
Mr. Tang Guohong (Chairman)
(resigned on 26 August 2010) [*/1

Independent Non-executive Directors
Ms. Kan Lai Kuen, Alice [/1
Mr. Gordon Ng [/1

*  through his authorized representative, Mr. Li Guang

(B) Audit Committee

During the year 2010, the Audit Committee consisted of three
Independent Non-executive Directors plus a Non-executive
Director. The written terms of reference which describe the
authority and duties of the Audit Committee were prepared and
adopted with reference to "A Guide for Effective Audit Committee”
published by the Hong Kong Institute of Certified Public Accountants
and in accordance with the Code. The Audit Committee is
responsible for the appointment of external auditor, review of the
Group's financial information and oversight of the Group’s financial
and accounting practices, internal control and risk management. It is
also responsible for reviewing the interim and final results of the

Group.

The audited financial statements for the year ended 3| December

2010 have been reviewed by the Audit Committee.
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RBE_Z-—ZF+_RA=+—BL#HE Two committee meetings were convened during the year ended 3|
EAREB Eﬂﬁﬁmi BEggaNBLER December 2010 and the attendances of each committee member at
EREZHEBREINMT : these meetings are set out as follows:
HERE
BEREERY

Number of attendance/
Number of meetings
entitled to attend

FHUTES Non-executive Director
HENEE Mr. Fang Shili

RZFE-—ZFFNA_TNAEZE) (appointed on 26 August 2010) 0/0
RILEAE Mr.Wu Jiang

(R-ZF-—ZFFNAZ1TNHEIE) (resigned on 26 August 2010) 212

VHHTES Independent Non-executive Directors
WER(EE) Ms. Kan Lai Kuen, Alice (Chairman) 212
TEERE Mr.Wang Dechen 212
RERELE Mr. Gordon Ng 112
ERZEGCENIEREMARZ & The Audit Committee has reviewed the terms of engagement of the
Ko BEITEHER  —T-TFHHY external auditor, the revised accounting standards, the 2010 interim
FHRHRER-T iiiﬁﬁﬁ?‘#&ﬁ financial report and the 2010 annual financial statements. The Audit
ERZEQNCEHNANBEZRS Committee also reviewed the internal control systems, and met with
RERZRRZAE RIE V%ﬁ(ﬁfﬁliﬁifﬁi the external auditor to discuss with them the nature and scope of
EXREZRBARBEB AEREE - the audit and reporting obligation prior to the commencement of

the audit.
(C) BRRREZEE (C) Development and Investment Committee

RZZE-ZFN A+ B BEML The Development and Investment Committee consists of four
AT i EEZAER —NUFNTESE Executive Directors and one Independent Non-executive Director
Tt BREKREZECZEARENMLI during the year in wake of the appointments of two Executive
TEERNUBIFRTES - BRR Directors and the resignation of one Non-executive Director and
REZECREBEHANBERRG 2 the appointments of two Executive Directors on 26 August 2010.
wcOREMBTIEER  BREMBRE The Development and Investment Committee is responsible for the
LEmERRERRBE - review of the effectiveness of the system of internal control covering

all material controls, including financial and operational controls and

risk management functions.
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The Board has considered the better allocation of resources and has
instructed the Audit Committee to discuss the effectiveness of the
system of internal control of the Company. As such, the Group
considers that sufficient review to ensure that the Group's internal
control is in order has been taken and no Development and
Investment Committee meeting was convened during the year
ended 3| December 2010.

The composition of the Development and Investment Committee is

set out in the corporate information on page 2 of this annual report.

Internal Control

The Directors have the overall responsibility for internal control and
setting appropriate policies. The Board, through the Audit Committee, has

reviewed the effectiveness of the Group's system of internal control.

The Group’s internal control system includes a well defined management
structure with limits of authority which is designed for the achievement
of business objectives, so as to safeguard assets against unauthorized use
or disposition, to ensure proper maintenances of books and records for
the provision of reliable financial information for internal use or
publication, and to ensure compliance with relevant legislation and

regulations.

The Group has an Internal Audit Team which reports directly to the
Audit Committee. The annual audit plan is approved in the Audit
Committee meeting. The Team conducts independent reviews of the
group business operations; reports significant internal control and risk

management issues; and monitors the resolution status.

The Internal Audit Team reviews and assesses the adequacy and
effectiveness of the Group’s system of internal control by adopting a risk-
based audit approach developed based on the Internal Control —
Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission as recommended by the

Hong Kong Institute of Certified Public Accountants.

The Internal Audit Team adopts the following five components of the

integrated framework to conduct the review assessment:
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(2)

Control Environment

Control environment sets the tone of organization, influencing
control consciousness of its people. Control environment is the
foundation for other components of the internal control, providing
discipline and structure. Factors of control environment include
ethical values, competence of personnel and direction provided by
the Board.

Risk Assessment

Risk assessment involves the identification and analysis of relevant

risks to the achievement of the objectives, including risks relating to

LEREEBNAR) LA ENETERE the changing economic, industry, regulatory and operating conditions,
anfe] PR K B 72 45 L L B 0 R 4R as a basis for determining how such risks should be mitigated and
managed.
(3) EEZE (3) Control Activities

(4)

EREHTERE LBERER MU
BREZEMETRGUHT  REEE
ERENRR -

BAREE

BARBRALTEEEREMEF RS
NER - RERERSE  HBERER
BTHEBENR  YNEENTARR

(4)

Control activities are the policies and procedures that help ensure
management directives are carried out and actions are taken to

address risks affecting achievement of objectives.

Information and Communication

Information and communication comprises effective processes and
systems to identify, capture and communicate operational, financial

and compliance-related information in a form and timeframe that

= E’Uﬁ-ir REENER BREILRET enable the staff to carry out their responsibilities.
(5) EE& (5) Monitoring
EETERBHETEABEZRGRS Monitoring is a process that assesses the adequacy and quality of the
TERARNER  EREDAEBR internal control system’s performance over time. This is accomplished
BEEL AR EEMEMET - through ongoing monitoring activities, separate evaluation or a
NBEATEZERAGRERE & combination of two. Deficiencies in internal controls should be
REESHRESTERER - reported to senior management, the Audit Committee, or the Board.
%%@EL@%@?,\ 2T ARFERE R The Board, through the Audit Committee, have conducted an annual

EMBERNEREN
fRE 12

a%ﬂﬂ%%ﬁ& &
&é%ﬁ%&u&lﬁ REIEIEE °

review covering all material controls, including financial, operational and

compliance controls and risk management functions.
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The Board also considered that there are adequate resources, qualifications
and experience of staff in the Group to monitor the Group's accounting
and financial reporting functions. The Company will ensure such matters
are under review by the Board periodically and training programmes will
be provided to the staff whenever necessary to ensure their knowledge

and experience are adequate to discharge their duties.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

During the year ended 31 December 2010, the Group has adopted the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code") as set out in Appendix 10 to the Listing Rules as the
code for dealing in securities of the Group by the Directors. Having made
specific enquiry, all the Directors confirmed that they have complied with
the Model Code throughout the year.

DIRECTORS’ RESPONSIBILITY FOR
FINANCIAL REPORTING

The Directors acknowledge their responsibilities for the preparation of
the financial statements of the Group and ensure that the financial
statements of the Group for the year ended 31 December 2010 have
been prepared in accordance with Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants,
accounting principles generally accepted in Hong Kong and disclosure

requirements of the Hong Kong Companies Ordinance.

The statement of external auditor of the Group, Deloitte Touche
Tohmatsu, about their reporting responsibilities on the consolidated
financial statements of the Group is set out in the Independent Auditor’s

Report on pages 56 to 58 of this annual report.
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AUDITOR’S REMUNERATION

Deloitte Touche Tohmatsu (“DTT") was appointed as the external auditor
of the Group by the shareholders at the last AGM of the Group. The
remuneration to DTT recognised for the year ended 3| December 2010

was set out as follows:

BHMRHERE2ER Fees relating to services rendered
FET
HK$'000
FT R Audit services 2,900
B R Non-audit services 830
3,730

MRz EE

HERREBZENENRAREE 2 RIRREH
BRAAKECFAER  NERSERUM
BARTEERBR ZEN -

AEBEBZALARE BREEXRAR
EBEHRAFNRBENZEAMAZAEOR
o RERERETHRE  FH 2K
K o

AREZBARRHERRAFAES - Ui
RERENRAEM  REBRREBERAKEN
KENBER EZCEERRMEESZZE
SZEIF(RMEERELFE  ARRBEYL
HiB) BRBRREF KNS LR EEME
A-EERENBRERRAFAE LER
ZHEB(BREEESR)RE2MERNIRER -
ERRAFRGAIR -+ EE%E (Mt
ERRAEME - AINPRTEZER) A -
MEBBRRBEHBRRAFAGBL  F5%
BREZRER BERREBFLEMER

COMMUNICATION WITH SHAREHOLDERS

The objective of shareholder communication is to provide the Group's
shareholders with detailed information on the Group so that they can

exercise their rights as shareholders in an informed manner.

The Group uses several formal channels to ensure fair disclosure and
comprehensive and transparent reporting of its performance and
activities. These include interim and annual reports, announcements and

circulars.

The Group encourages its shareholders to attend AGM to ensure a high
level of accountability and to keep informed of the Group’s strategy and
goals. The Chairman of the Board and the chairman of all the Board
Committees, or in their absence, other members of the respective
committees, are available to answer any questions from the shareholders.
A separate resolution is proposed by the Chairman in respect of each
issue to be considered at the AGM, including the re-election of Directors.
An AGM circular was distributed to all shareholders at least 20 clear
business days prior to the AGM (at least 10 clear business days in the
case of all other general meetings), setting out details of each proposing

resolution, poll voting procedures and other relevant information.
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Pursuant to the Listing Rules, all general meetings of the Company are to
be conducted by poll: the Chairman will at the commencement of the
meeting ensure that an explanation of the detailed procedures for
conducting a poll is provided and then answer any questions from
shareholders regarding voting by way of a poll. The poll results will be
posted on the websites of the Group and the Stock Exchange on the
business day of the shareholders’ meeting thereafter.

As a channel to further effective communication, the Group maintains a
website at http://www.energine.hk where the Group's announcements,
business developments and operations, financial information, corporate

governance practices and other information are posted.
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The Directors present their annual report and the audited financial

statements for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and the
activities of its principal subsidiaries and associates are set out in note 40
to the consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2010 are set
out in the Consolidated Statement of Comprehensive Income on pages
59 and 60.

The Directors do not recommend the payment of a dividend.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group during the
year are set out in note |6 to the consolidated financial statements.

SHARE CAPITAL

Movements in the share capital of the Company during the year are set

out in note 31 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws in the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.
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During 2010, the Company has no share option scheme adopted in

place.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company’s reserves available for distribution to shareholders as at
31 December 2010 were HK$1,934,082,000 (2009: HK$1,903,472,000).

DIRECTORS

The Directors during the year and up to the date of this report are:

Executive Directors

Mr. Han Shuwang (Chairman)
Mr.Wang Xiaodong (Vice-Chairman)
Mr. Zang Wei (Chief Executive Officer)
(appointed on 26 August 2010)
Mr.Wang Lijun
(appointed on 26 August 2010)

Non-executive Directors

Mr. Li Guang
Mr: Fang Shili

(appointed on 26 August 2010)
Mr.Wu Jiang

(resigned on 26 August 2010)
Mr. Tang Guohong

(resigned on 26 August 2010)

Independent Non-executive Directors

Mr.Wang Dechen
Ms. Kan Lai Kuen, Alice
Mr. Gordon Ng
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The tenures of offices of the Non-executive Directors are from the date
they were last elected to the date of their retirement by rotation in
accordance with the Company's Articles of Association; those of the
Independent Non-executive Directors are of a fixed term of 3 years but
subject to retirement and re-election under the Company’s Articles of

Association.

Mr. Zang Wei, Mr. Wang Lijun and Mr. Fang Shili by virtue of expiry, Mr. Li
Guang and Mr:Wang Dechen by rotation, shall retire at the close of the
forthcoming annual general meeting in accordance with the respective
Article 99 and 116 of the Company’s Articles of Association and, being
eligible, offers themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or any
of its subsidiaries, which is not determinable by the employing company
within one year without payment of compensation, other than statutory

compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company, or any of its
subsidiaries, its holding companies or its fellow subsidiaries was party and
in which a Director of the Company had a material interest, either
directly or indirectly, subsisted at the end of the year or at any time
during the year.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2010, none of the Directors and chief executives of
the Company or their respective associates had any interest or short
positions in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part XV
of the Securities and Future Ordinance (the “SFO™)) which are required
to be notified to the Company and The Stock Exchange of Hong Kong
Limited (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 SFO), or to be recorded in
the register required to be maintained pursuant to Section 352 of the
SFO, or otherwise to be notified to the Company or the Stock Exchange
pursuant to the Model Code for Securities Transaction by Directors of
Listed Companies in the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).

DIRECTOR’S RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

At no time during the period was the Company, its subsidiaries or any of
its associated corporations (within the meaning of Part XV of the SFO) a
party to any arrangements to enable the Directors of the Company or
their associates (as defined in the "Listing Rules”) to acquire benefits by
means of acquisition of shares in, or debentures of, the Company or any

other body corporate.
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FEMAMEIEERE ([HHE])
CASC

o B 3 AT Rl A e B (T AR )
CALT

Astrotech Group Limited ([ Astrotech])
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, so far as is known to the Directors, the
persons/entities had an interest or short position in the shares and
underlying shares of the Company which would fall to be disclosed to
the Company and the Stock Exchange under provisions of Division 2 and
3 of Part XV of the SFO, or, who was, directly or indirectly, interested in
10% 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
member of the Group and the amount of each of such person’s interest

in such securities or in any options in respect of such capital were as

follows:
ROEHE RER D
54 Number of Percentage of
Capacity shares  shareholding
(Hfat 1)
(Note 1)
BBEZERRRAER (WaE2) 2,649,244,000 (L) 66.75%

Interest of a controlled
corporation (Note 2)
BAEXEHNARER (K7E3) 2,649,244,000 (L) 66.75%
Interest of a controlled
corporation (Note 3)
EEHEAA 2,649,244,000 (L) 66.75%

Beneficial owner
Note:

[. The letter """ denotes the shareholder’s long position in the shares.

2. MBS ATEF2,649,244,0000% % (5 2 #E 2. CASC is deemed to be interested in 2,649,244,000 shares as it holds 100%

W RESBANSHR100%E -

3. Astrotechh A& 2 2EMBLRF - Fltt -

of the equity of CALT.

3. Astrotech is a wholly-owned subsidiary of CALT. Accordingly, CALT is

A B 82 4R B BE A AstrotechPT i 2 3R 1H 2 deemed to be interested in all the shares held by Astrotech.

3 -
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Save as disclosed herein, according to the register of interests kept by the
Company under Section 336 of the SFO and so far as was known to the
Directors, there is no other person/entity who, as at 31 December 2010,
had any interest or short position in the shares of underlying shares of
the Company which would fall to be disclosed to the Company under
Divisions 2 and 3 of Part XV of the SFO or who was, directly or
indirectly, interested in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of any member of the Group in any options in respect of such

capital.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

During the year, the Group has entered into the following connected
transactions and continuing connected transactions which are required to

be disclosed in accordance with Chapter |4A of the Listing Rules:

(I) Continuing Connected Transactions

(A) Purchase of Wind Turbine Blades for Turbine
Assembling

It was announced on 29 December 2009 that two subsidiaries
of the Company, Inner Mongolia CASC Energine Wind Turbine
Manufacture Co. Ltd. (“IM Turbine Manufacture”) and Inner
Mongolia CASC Energine Composite Material Co. Ltd. (“IM
Composite Material”) entered into a Framework Agreement
whereby IM Composite Material is to supply wind turbine blades
as to 900KW and 2MW to IM Turbine Manufacture from time to
time in accordance with the terms of the Framework
Agreement for the three financial years ending 31 December

2011 (“Framework Agreement”).
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Since one of the shareholders of IM Composite Material as to
41.03% shareholding is Aerospace Research Institute of
Materials & Processing Technology, which is a subsidiary of the
Company major controlling shareholder of CALT, IM Composite
Material is a connected person of the Company by virtue of
being a non wholly-owned subsidiary with the said more than
10% shareholding. The supplies of wind turbine blades by IM
Composite Material under the Framework Agreement
constituted continuing connected transactions under Chapter
[4A of the Listing Rules.

Pursuant to the Framework Agreement, the maximum purchase
costs payable by IM Turbine Manufacture under the Framework
Agreement for the three years ending 31 December 201 |
amount to RMB41,160,000, RMB86,420,000 and
RMB176,780,000 respectively. The total purchase costs
recognized and payable by IM Turbine Manufacture pursuant to
purchase agreements under the Framework Agreement
amounted to RMB44,677,000 for the year 2010 which was
within the annual cap of RMB86,420,000.

(B) Leasing of Property

[t was also announced on 29 December 2009 that Inner
Mongolia Energine New Energy Development Co. Ltd. ("IM
New Energy"), a wholly-owned subsidiary of the Company,
entered into a property leasing agreement with IM Composite
Material whereby IM New Energy was to lease its premises of
No.| Aerospace Road, Xing Wang Jiao Industrial Park, Xinghe
County, Inner Mongolia to IM Turbine Manufacture as industrial
plant, office, warehouse and associated facilities for manufacture
of turbine blades and other composite materials for a 2 year
term from | January 2010 to 31 December 2011 at an annual
rental and management fee of RMB8,76 1,000 in total.

Since IM Composite Material is a connected person as aforesaid,
the leasing of property to them constituted continuing
connected transactions under Chapter [4A of the Listing Rules.

The total lease amount received by IM New Energy pursuant
thereto for the year 2010 amounted to RMB 6,379,000 in total
which was less than the maximum amount of RMB8,761,000.
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(C) Supply of Wind Turbines, Wind Turbine Blades and

Associated Services

[t was announced on || November 2010 that IM Turbine
Manufacture, IM Composite Material, Wuxi CASC Energine
Xindali Electricity Co. Ltd. and Beijing Energine Industry Co. Ltd,,
4 subsidiaries of the Company entered into a Framework
Agreement with Shanghai Hanli Machine Tool Co. Ltd. (“Shanghai
Hanli") whereby the 4 subsidiaries were to supply wind turbines
as to 1.5SMW and 2MW, wind turbine blades and the associated
services incidental thereto to Shanghai Hanli in accordance with
the terms of the Framework Agreement for the 2 financial years
ending 31 December 201 1.

Since Shanghai Hanli is a wholly-owned subsidiary of the
Company's major controlling shareholder of CALT, Shanghai
Hanli is a connected person of the Company and IM Composite
Material is a connected person as aforesaid, the supplies of wind
turbines, wind turbine blades and associated services to
Shanghai Hanli under the Framework Agreement constituted
continuing connected transactions under Chapter [4A of the
Listing Rules.

Pursuant to the Framework Agreement, the maximum purchase
costs and fees payable by Shanghai Hanli under the Framework
Agreement for the two years ending 31 December 201 |
amount to RMB28,500,000 and RMB20,000,000 respectively. The
total sales and fees for associated services recognized and
receivable by the subsidiaries pursuant to supply agreements
and service agreement under the Framework Agreement
amounted to RMB18,260,000 for the year 2010 which was
within the annual cap of RMB28,500,000.

(D) Annual Review of the Continuing Connected

Transactions

The Company has engaged the auditor of the Company to
conduct a review of the above 3 transactions (a) to (c)
("Disclosed Continuing Connected Transactions”) for the year
ended 31 December 2010. The auditor has reported their
factual findings to the board of directors (the “Board”) of the
Company.
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The Independent Non-executive Directors of the Company have
reviewed the Disclosed Continuing Connected Transactions for
the year ended 3| December 2010 and confirmed that the
Disclosed Continuing Connected Transactions have been entered
into:

(1) in the ordinary and usual course of business of the Group;

(2) either on normal commercial terms or on terms no less
favourable to the Group than terms available to or from
independent third parties; and

(3) in accordance with the relevant agreements governing the
transactions on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a
whole.

In addition, the auditor of the Company has confirmed to the
Board of Directors in writing that the Disclosed Continuing
Connected Transactions for the year ended 31 December 2010:

() nothing has come to our attention that causes us to believe
that the Disclosed Continuing Connected Transactions have
not been approved by the Company's board of directors.

(2) for transactions involving the provision of goods or services
by the Group, nothing has come to our attention that
causes us to believe that the transactions were not, in all
material respects, in accordance with the pricing policies of
the Company.

(3) nothing has come to our attention that causes us to believe
that the transactions were not entered into, in all material
respects, in accordance with the relevant agreements
governing such transactions.

(4) with respect to the aggregate amount of each of the
continuing connected transactions set out above, nothing
has come to our attention that causes us to believe that the
Disclosed Continuing Connected Transactions have
exceeded the maximum aggregate annual value disclosed in
the previous announcements dated 29 December 2009 and
I'l' November 2010 made by the Company in respect of
each of the Disclosed Continuing Connected Transactions.
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(1) Connected Transaction

Disposal of Subsidiaries

It was announced on 8 November 2010 that China Aerospace
Telecommunications Ltd. (“CAT"), a wholly-owned subsidiary of the
Company, entered into Equity Transfer Agreements on |5 June 2010
and 8 November 2010 whereby CAT agreed to sell and China Rich
(Hong Kong) Investments Ltd. (“China Rich”) agreed to purchase
respective 5% and 7.5% equity (22.5% equity in aggregate) in a
subsidiary of the Company, Castel Qihua Ltd. (“Castel Qihua”) for
considerations of HK$8,010,000 and HK$4,005,000 respectively
(HK$12,015,000 in aggregate). Upon completion of the second sale
on |15 December 2010, China Rich was entitled to exercise 52.5%
interest over Castel Qihua in assuming the control over Castel
Qihua; the Group's interest in Castel Qihua decreased to 47.5%.
Castel Qihua and its three subsidiaries (Beijing Qihua
Communications Co. Ltd. ("Beijing Qihua"), Tangshan Qihua GPS Co.
Ltd. ("Tangshan Qihua™) and Beijing Qihua Huitong Technology Co.
Ltd.) therefore ceased to be subsidiaries of the Company and

became associates of the Company.

China Rich, an investment holding company incorporated in Hong
Kong, is a substantial shareholder of Castel Qihua, holding 30%
equity thereof originally. China Rich in itself is a connected person of
the Company. In addition, since the shareholders of China Rich are
Mr. Chau Chiu Suen and his spouse, Ms. Kwok Wai Wa, and Mr. Chau
is a director of Castel Qihua and of its three subsidiaries, China Rich
is also an associate of a connected person of the Company pursuant
to Chapter [4A of the Listing Rules. Further, Mr. Chau and his
spouse, Ms. Kwok are also the equity owners of Beijing Qihua's
substantial shareholder of Winfull Group (H.K.) Ltd. and Tangshan
Qihua'’s substantial shareholder of Shantou Expensive Workmanship
& Textile Co. Ltd, they and their China Rich are also the associates of
the substantial shareholders (i.e. connected persons) of the said
subsidiaries. The sales of equity in Castel Qihua to China Rich
pursuant to the Equity Transfer Agreements constituted connected

transactions under Chapter [4A of the Listing Rules.
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The financial gains on the above disposals are indicated on the note

35 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2010, turnover attributable to the five
largest customers of the Group accounted for approximately 82% of the
Group's turnover and turnover attributable to the Group’s largest
customer accounted for approximately 38% of the Group's turnover.

For the year ended 31 December 2010, purchases attributable to the five
largest suppliers of the Group accounted for approximately 59% of the
Group’s purchases and purchases attributable to the Group's largest

supplier accounted for approximately 39% of the Group's purchases.

None of the Directors, their associates or, to the best knowledge of the
Directors, any shareholder who owns more than 5% of the Company’s
issued share capital had any interests in the above five largest customers

or suppliers.

PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the year
ended 31 December 2010.

AUDITOR

A resolution will be submitted to the annual general meeting to

reappoint Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

Han Shuwang

Chairman

Hong Kong, 29 March 201 |
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TO THE MEMBERS OF

CHINA ENERGINE INTERNATIONAL (HOLDINGS)
LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Energine
International (Holdings) Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 59 to |72,
which comprise the consolidated statement of financial position as at 3|
December 2010, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated
Financial Statements

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

material misstatement, whether due to fraud or error.
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INDEPENDENT AUDITOR’S REPORT

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, 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. We
conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

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

statements.

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

appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 3| December 2010, and of
the Group'’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

29 March 201 |
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BE-F-FE+-A=+—AUFE
For The Year Ended 31December 2010

2010 2009
ik T#Ex Fi#x
NOTE HK$’000 HK$'000
2XE Turnover 5 698,083 663,373
HEMA Cost of sales (677,882) (584,259)
£/ Gross profit 20,201 79,114
E il A Other income 7 60,323 19,067
Bk ERER Other gains and losses 8 (12,258) (5,340)
HERDHAA Selling and distribution expenses (20,777) (20437)
TBER Administrative expenses (148,142) (112,031)
REMELTEEM Increase in fair value
of investment property 6,612 3420
o 1ol B 2 R 2 R (B R MR Recovery of fully impaired
receivable from an associate - 11,952
B AR Finance costs 9 (52,997) (53051)
EEBEAREE Share of results of associates 33,689 25379
BIEARZHERRA Share of results of
jointly controlled entities 140,213 74,630
REBRAAERE Impairment loss recognised
in respect of goodwill (7,284) —
BORARAANERERZAERR Reversal of impairment loss
recognised in respect of interest
in a jointly controlled entity 19 102,632 55,189
bR A& A Profit before taxation 122,212 77892
HE Taxation 10 (20,128) 701)
RERRT Profit for the year Il 102,084 70,801
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HE-_ZE—FEF+-A=1—HUFE
For The Year Ended 31December 2010

2010 2009
i3 TET TEL
NOTE HK$’000 HK$'000
A2 EHRA Other comprehensive income:
HCERT - 1:3 Exchange differences arising
LERER on translation to
presentation currency 25,176 -
ERNZERALE Total comprehensive
income for the year 127,260 70,801
ERNTATEGEH : Profit for the year attributable to:
RREHEE A Owners of the Company 96,065 68,033
RS Non-controlling interests 6,019 2,768
102,084 70,801
AFATEEZEMARE - Total comprehensive
income attributable to:
ARAEFA Owners of the Company 119,618 68,033
FEHMES Non-controlling interests 1,642 2,768
127,260 70,801
BREF-EX Earnings per share - Basic 14 HK cent 242381l HK cent .86/ Ll
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=F—FE+=A=1—A

At 31 December 2010

2010 2009
it i FET FHET
NOTE HK$’000 HK$'000
(RBDEE Non-current assets
REME Investment property I5 30,972 23,940
ME - BERRE Property, plant and equipment l6 373,659 388,690
WEME  BER Deposits paid for
RN Z2RE acquisition of property,
plant and equipment 17,688 7,377
EES Goodwill |7 4,903 9,252
EREFIHE E Deferred tax assets 29 5,022 —
i RN - oy Interests in associates 18 323,960 227280
REREHER ER Interests in jointly
controlled entities 19 1,222,069 1,054,117
EHRITER Fixed bank deposits 20 11,996 91,200
1,990,269 1,801,856
nEBEE Current assets
FE Inventories 21 129,931 76,828
B 5 K Ho A e UK Trade and other receivables 22 422,749 239,448
JE i Bt & A A 3R Amounts due from associates 23 3,457 212,583
JE W AL R 42 I B 88 3K Amounts due from jointly
controlled entities 24 80,880 —
B HEWRITER Pledged bank deposits 25 32,644 97,851
EHRITER Fixed bank deposits 20 — 57,000
BITHEGEREAS Bank balances and cash 25 450,061 643,613
1,119,722 1,327,323
RBEE Current liabilities
B 5 REMEMNR Trade and other payables 26 258,651 182,707
AR A=NETEN Amounts due to associates 23 518 1,856
BT 45 B) Government grants 30 240 —
R IR Taxation payable 816 350
RIEBEE Warranty provision 27 18,491 12,032
R—FRIBPZER Borrowings - amount
due within one year 28 730,800 285,000
1,009,516 481,945
REBEERE Net current assets 110,206 845,378
EEABARDAR Total assets less
current liabilities 2,100,475 2,647,234
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R=F-24+=A=+-A
At 31 December 2010

2010 2009
i &% FET FE T
NOTE HK$°000 HK$'000
FRBEE Non-current liabilities
R—EFERIBHZER Borrowings - amount
due after one year 28 315,520 992,410
EEREEE Deferred tax liabilities 29 17,979 10,026
I 4 BY Government grants 30 7,809 —
341,308 1,002,436
1,759,167 1,644,798
BEXR#E Capital and reserves
&N Share capital 31 396,900 396,900
18 Reserves 1,262,203 [,135,832
ARRERARGES Equity attributable to owners
of the Company 1,659,103 1,532,732
Il R Non-controlling interests 100,064 112,066
EREH Total equity 1,759,167 1,644,798

FIREEOEN1T2E 2 IR A I5HE - JiEEE  The consolidated financial statements on pages 59 to 172 were approved

ERN-_T——F=ZA-_tHhBEHBERRE and authorised for issue by the Board of Directors on 29 March 201 |
VTHATEERKREE and are signed on their behalf by:

HITEF HITEF

Executive Director Executive Director

TEMXBRER (£8) BRLF



EARHBBE
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

KARARRARE
Attributable to owners of the Company
UL 3
Efifif 2REE L4
Bx BHEE REEE Property EXEE EBEE  Ac Non-
Share  Special  Share revaluation Exchange  General  mulated £8 controlling bE

capital  reserve premium  reserve  reserve  reserve losses Total interests Total
Tér TEr TR TEr TR TR TEr  TEr  TEr TEr
HKS000  HKSO000  HKS000  HKSO00  HKSO00  HKSO00  HKSO000  HKSO00  HKSOO0  HKS000

ik (K
(Note 1) (Note 2)
R-EENE-A-H At | January 2009 362400 11755 251771 139 146209 19834 (1700348) 1198829 77083 127591
REEENRAER Proft for the year and
PENALE totel comprehensive

income for the year = = = = = — 6803 6803 1768 70801
BRR0 (Hi31) lsue of new shares (note 31) 34500 — 150 - - - — 206000 — 26000
¥ROEERARA Transaction costs afrbutzble

to issue of shares — — (10130 — — — - (10130) - (I0130)
HEAFHENHLERLE Capital contribution from

non-controling

interests of a subsidiary = = = = = = = - W 3876l
ENHBATERAEEERS  Diidend paid to non-controling

interests of a subsidiary = = = = = = = — (B BT
KEHEA TR ER Acquiston of addtiona

interest in & subsidiary - - - - - - - - (83¢) (836)
L Transfer - - - - — 30 3% - - -
RZEFNET-A=1-8 At 31 December 2009 396900 11754 248314l 1399 146219 104 (1635505 1532732 112066 1644798
RER AT Profit for the year - - - - - — 9085 %065 6019 102084
MESHEHELZENEE  Dichange diferences arising

on translztion to

presentation currency - — - - BN - - DB 63 Bl
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

KAAREARE
Attributable to owners of the Company
ES E3:
EHRE 2REE HtER
Bx BHEE REEE Property EXRE EEEE A Non-
Share  Special  Share revaluation Exchange  General  mulated B8 controlling BE
capital  reserve premium  reserve  reserve  reserve losses Total interests Total
Tén TEx Tér Tén Tér  TEr  TEx TR TEr  TEn
HKS000  HKSO00  HKS0O0  HKS000  HKSO00  HKSO0D  HKSO000  HKSOOO  HKS000  HKSO00O
(K1) (K&t
(Note 1) (Note 2)
REEEANALE Totel comprehensive income
for the year = = = - B — %065 19618 7642 127260
WELAF R RELE Capttal contribution from
non-contralling interests
of a subsidiary — — — — — — — — #0320
ENHBATERHEESRS  Diidend pad to non-controling
interests of a subsidiary — — — — — — — — (4l (4lTe)
hENBARERELL Non-controling nterests arising
FaHEER on the acquistion of
interest in a Subsidiary = = = = = = = = (579) (579)
WEATRAEREERD Changes in ownership iterest
in a subsidiary - - - - - - 6753 6753 1257 8010
HEHBATRER Transfer upon disposal of subsidaries ~ — - - - (1705 - 1S - - -
HEWBAR  ER Disposal of nterests i subsidiaries ~~ — - - - - - - — (0349 (034
£ Transfer - - - - — 163 (I8390) - - -
R-2-2F+-R=1-H At 31 December 2010 96900 117554 2483141 1399 168067 39415 (IM47373) 169103 100064 1759167
et Note:

1. AEBZERREEAARNBETRAEER
ARRIFMEAMBAREBTRAAES 258
REBEAEER-ANEFENAT+—RENTE
AR B E (A B 4 2 48 £ %8116,025,00078

JT ©

2. EBHETERERTEARKLME ([HE))
R B R RBENEEEFBERL(NETLE
EBNFHEES -

64 FEMXEREN (£E) BROF

The special reserve of the Group represents the difference between the
nominal amount of the share capital issued by the Company and the
nominal amount of the issued share capital of the subsidiaries acquired by
the Company and the aggregate amount of HK$ 116,025,000 transferred
from other reserves pursuant to the Group's reorganisation on || August
1997.

2. Included in general reserve is reserve fund of a subsidiary in the People's

Republic of China (the "PRC") which can be used only to (i) make up prior

years' losses or (i) expand production operations.
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n‘/T\ IE@/)“JE%
CONSOLIDATED STATEMENT OF CASH FLOWS

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

2010 2009

TER TE

HK$°000 HK$'000

(Z31)

(restated)

Operating activities
Profit before taxation 122,212 77892
Adjustments for:

Interest income (5,419) (3,288)
Interest expenses 52,997 53051
Share of results of associates (33,689) (25379)
Share of results of jointly controlled entities (140,213) (74,630)
Government grants recognised (360) —
Depreciation of property, plant and equipment 30,536 28,120

Gain on disposal

of interest in a subsidiary (3,162) =
Loss on deemed disposal

of interest in a subsidiary 191 =
Gain on disposal

of interest in an associate (587) =
Reversal of impairment loss recognised in respect of

interests in jointly controlled entities (102,632) (55189)
Impairment loss recognised in

respect of goodwill 1,284 —
Recovery of fully impaired receivable from

an associate - (11,952)

Gain arising on change in fair value of

investment property (6,612) (3420
Impairment losses recognised in respect

of trade receivables 1,332 5538
Allowance for obsolete inventories 8,050 6,349

Loss on disposal of property,

plant and equipment 6,198 68

EEECERYNLE
BHRENE
FEZEM
EAREMERRZEM
BAREREARZ (D) &
REBREZEM
ERBERAHZ ORD) &M
Rl e RaR 2D (Em)

Operating cash flows before movements in

working capital (57,874) (2,840)
Increase in inventories (71,003) (27937)
Increase in trade and other receivables (109,336) (74,796)
(Decrease) increase in trade and other payables (25,464) 64,838
Increase in warranty provision 6,459 12,032
(Decrease) increase in amounts due to associates (1,338) 404
Decrease (increase) in amounts due from associates 209,126 (83,641)
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m/T\ IE%/)“JE’%%
CONSOUDATED STATEMENT OF CASH FLOWS

HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

2010 2009
i3 ThEx TET
NOTE HK$°000 HK$'000
(251)
(restated)
ARGE R e Cash used in operations (49,430) (111940)
BRMEHR Income taxes paid (11,716) (4,104)
AREEED - AEFE Net cash used in operating activities (61,146) (116044)
REREY Investing activities
REDS - BER Deposits paid for acquisition of property,

REAX &S plant and equipment (71,686) (7,377)

ARZHER 2R Advance to a jointly controlled entity (40,600) —
BAHEHA Addition of prepaid lease payments (58,064) =
BEWX HERRA Purchase of property, plant and equipment (25,092) (74,053)
REERAZRE Investments in associates (23,016) (14,820)
RIELENBRARGRER Deemed disposal of a subsidiary,

ReSENFE net of cash and cash equivalent disposed of 35 (8,925) —
WREE AR Acquisition of additional interest in

EE@EEW%% a jointly controlled entity (3,198) -

HRITER WD (Bm) Decrease (increase) in fixed bank deposits 136,204 (148,200)
5 /\ﬂ EHERURZRS Dividend received from a jointly controlled entity 93,543 112453
RREERROER Release of pledged bank deposits 65,207 41,599
ABRERANRZRS Dividend received from associates 21,172 24,745
REHBRAX RS R Acquisition of a subsidiary, net of cash

ReSRNFE and cash equivalents acquired 34 8,993 =
BLEGEE) Government grants received 8,409 =
HEMBAARERER Disposal of a subsidiary, net of cash and

ReSENFE cash equivalent disposed of 35 (1,878) —
EHHE Interest received 5,419 3288
HENR - BE Proceeds from disposal of property,

REGBHER plant and equipment 1,601 508
ARIAAREHER Capital injection in a jointly controlled entity - (51732)
BRROFRZEN Increase in pledged bank deposits - (97851)
RE(AR)REED 2 RERE Net cash from (used in) investing activities 114,089 (211,440

TEMXBRER (£8) ARAF
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CONSOLIDATED STATEMENT OF CASH FLOWS

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

2010 2009
ik TER Fi#x
NOTE HK$°000 HK$'000
(E71)
(restated)

REED Financing activities
MEANER New loans raised 178,060 901,780
WEBRARAFEHERRLE Capital contribution from non-controlling

shareholders of a subsidiary 34,200 38,762
HE B AR B Partial disposal of interests in subsidiaries 35 8,010 —
BRER Repayment of loans (424,280) (386,060)
BRFE Interest paid (52,997) (54,469)
¥AFRH 2 EHAE Proceeds from issue of new shares - 276,000
BOMROAMEEZAX Expenses incurred in connection with

the issue of new shares - (10,130)
KRR R R S Dividend paid to non-controlling interests - 5711
KRN BAREIMER Acquisition of additional interest in a subsidiary - (1,540)
REES (R ELZRERE Net cash (used in) from financing activities (257,007) 758,632
ReRReEENOAL) MR Net (decrease) increase in cash

and cash equivalents (204,064) 431,148
NEEXZH FE Effect of foreign exchange rate changes 10,512 —
ENZRERReEEY Cash and cash equivalents at

beginning of the year 643,613 212,465
FR7BERREEEY Cash and cash equivalents at end of the year,

(REEBRREE) representing bank balances and cash 450,061 643,613
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e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—

—EFEF A=+ HUFE

For the year ended 3| December 2010

1.

—REH

ARNAAE—FRAESHESEMK I 2E
RAE HRODRBAMEXZMER
NE (R £ - AR B2 BT
% A & & Astrotech Group Limited
([Astrotech]) (IR KB EBRES
ARz 2 RE) - FEARRE66.75%
Z s ° Astrotechp Ff BIiE 3 AT £ 1l
b (A& ]) 2 8% E - HBIMA
BREEAR([Hhel) EBEEER
KB RAR Al 2 & ERAF o B
MmEek ek AERFEAREME

([FEDKIZER -
ARBEMMERMURBEELIRER

WEBEBENAFRZATEH—H

ARBZNEEBEBARE  MEaH
BHRRAAETZY - EERR/EAAH
RARDA - BORERFAED - EX
BOREEREREL BTEMARE
MEINEE -

TEMXBRER (£8) ARAF

. GENERAL

The Company is incorporated in the Cayman Islands with limited
liability and its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange"). Its immediate holding company
is Astrotech Group Limited (“Astrotech™), a company incorporated
in the British Virgin Islands which holds 66.75% interest in the
Company. Astrotech is wholly owned by China Academy of Launch
Vehicle Technology (“CALT"). China Aerospace Science & Technology
Corporation (“CASC") is the ultimate holding company of the
Company via the immediate shareholding of CALT. Both CASC and
CALT are entities established in the People’s Republic of China (the
“PRC™).

The addresses of the registered office and principal place of business
of the Company are disclosed in the corporate information to the

annual report.

The functional currency of the Company is Renminbi (“RMB") while
the consolidated financial statements are presented in Hong Kong
dollars (“HK$"). The directors consider that HK$ is the appropriate
presentation currency since the Company is a public company with
the shares listed on the Stock Exchange where most of its investors

are located.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE-F-FE+-A=+—AUFE
For the year ended 31 December 2010
2. ERMEREEIEEY
BREER ([FEMBR
AR ])
REAFEE AEEEATIMEESS
Mog((EEEMLg)BhzERA
REERTER - BRI RRE -

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

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

BERUBRS XKa0t HKFRS 3 (as revised in 2008) Business combinations
4 Bl 55 35}
(Z2ENF
IR
BB G ER MEATHRE HKFRS 24 (as revised in 2009)  Related party disclosures in
% 245 (E25F27E IR relation to the partial
(ZEZAEF K 6976 @ =B exemption in paragraphs 25 to
RIERT) HEAE B HH 27 for government-
#He) related entities
BB g ER A RER HKAS 27 (as revised in 2008)  Consolidated and separate
FE275% B | & financial statements
(Z2E2N\F
RIERT)
BB g ER AEREMIER HKAS 39 (Amendments) Eligible hedged items
£395% (BT &)
BEMBHRSEN —ZZNEHEH HKFRSs (Amendments) Improvements to HKFRSs issued
CHEN B W& %R in 2009
2 B
EREUBREED FEHBREER HKFRSs (Amendments) Amendments to HKFRS 5 as part
(BETA) EEF2ERT of Improvements to
—TENEFE HKFRSs issued in 2008
B 7 8 5 22 Bl
B 2 —#1n
B8 (BBRMBRE MEEADE HK(IFRIC) - INT 17 Distributions of non-cash assets
2EBZE®) kREEE to owners
—RBETH

BE-REEN

BBERER 2 H

HK - INT 5 Presentation of financial

—fERAHEEF statements - Classification by
BRERBEER the borrower of a term loan
ZEHERN D that contains a repayment on
5 demand clause

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

2.

FE FH 08 & 8185 ] & i B
BREEL([FEMBR
HE8]]) @

BRI E SN - A RIRAAET
RETEARRBEENHAEE 2EE
PBEBRRIBEATE

FREERNBTR (BIIX) RERER
(BR-ZTNFERMBEMERE LR
Bz —#D)

=

N

BEHENETRNETEETERAK

BRABEIHEMBLRINERTR)
FIEENBER B2 BRBERDE
EHNBREM o

A 35k B 2 FA M ERKERN
BREERLR (MABFE])NMBOE
& (R70%8 D £55%) @ I & K £ 12
# - BYR(E8,010,0008 T E DR AR
BEPHRER °

ZEEPCENEM o 2000F T FE
B RIEEIMESR 21,540,000 TE R
BERERERBREZDEHNIEE
BERDUMS 27— -

TEMXBRER (£8) BRLF

2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

Except as described below, the application of the new and revised
Standards and Interpretations in the current year has had no

material effect on the consolidated financial statements.

Amendments to HKAS 7 Statement of cash flows
(as part of Improvements to HKFRSs issued in 2009)

The amendments to HKAS 7 specify that cash flows arising from
changes ownership interests in a subsidiary that do not result in a
loss of control, such as the subsequent purchase or sale by a parent
of a subsidiary's equity instruments, shall be classified as cash flows
from financing activities.

In respect of the partial disposal during the year of part of the
Group’s interest in Castel Qihua Ltd. (“Castel Qihua") from 70% to
55%, which did not result in loss of control as disclosed in note 353,
the consideration received of HK$8,010,000 has been classified as
cash flows from financing activities.

This change has been applied retrospectively. Acquisition of
additional interests in a subsidiary of HK$ 1,540,000 paid in 2009 has
been reclassified from investing to financing activities in the

consolidated statement of cash flows for consistent presentation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. ER#MEREETEEM

BREEAN(FEEMBR
HEA]) @

EEMBRERENE (CFTNEE
183T) B & 6

AREERAFERUWBRBAZ
TE-H-BRcRZEBAHRER
BRREGXNEERTEMBREE
RIE3M (ZFTNFLER) -

EREMBREEREIR(ZTEN
FRET) RTEERZARHER
BB R A FESFEEHIRR (B
T [0 80 BCR) P s B8 77 mT 38
BEFEMBABIFEN L ER -
AER  pUBLEERRRXERREK
AREERAIZBIMEREHASE
BRAEE RS B R S
BzestRENAME  A&ER
WEAERKRES TREAEES
B PIE I A s - Rt
REBEMBER ZHEL T RBKFE
EH a2 A FEBRERLE
HABREEFECEERYE -

BAMBRELENEIR (ZEZN
FRIEE]) EREFTFEBTMFR
WEFRARZZATE  EEZ
EAREIEBARNBERAER -
RAFE  BUBEEREEE (A
ARAEEHERR) 28 EER
AME BRI 2R AR (B
REFES WRKENREES
D) ZAFEIFEN  HRBEREA
T EERM S KEE -

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

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

HKFRS 3 (as revised in 2008) Business combinations

HKFRS 3 (as revised in 2008) has been applied in the current year
prospectively to business combinations of which the acquisition date
is on or after | January 2010 in accordance with the relevant

transitional provisions.

»  HKFRS 3 (as revised in 2008) allows a choice on a transaction-
by-transaction basis for the measurement of non-controlling
interests at the date of acquisition (previously referred to as
“minority" interests) either at fair value or at the non-controlling
interests’ share of recognised identifiable net assets of the
acquire. In the current year, in accounting for the acquisition of
additional interest in an associate Beijing CASC Energine Wind
Turbine Co. Ltd. ("Directwind Sales™) resulting in the Group
obtaining control in Directwind Sales in the current year, the
Group has measured the non-controlling interests at the
proportionate share of the acquiree’s net identifiable assets at
the acquisition date. Accordingly, there is no impact on the
goodwill recognised in respect of that acquisition, which does
not reflect the impact of the difference between the fair value of
the non-controlling interests and their share of the identifiable

net assets of the acquiree.

*  HKFRS 3 (as revised in 2008) requires an equity interest
previously held in the acquiree to be remeasured to its fair value
on the acquisition date and any resulting gain or loss to be
recognised in profit or loss. In the current year, in accounting for
the acquisition of Directwind Sales (previously an associate of
the Group), the fair value of its previously-held equity interest
which had a carrying amount of nil prior to acquisition due to
accumulated losses, was insignificant and so no gain or loss has

been recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—

—EFEF A=+ HUFE

For the year ended 3| December 2010

2.

FE FH 08 & 8185 ] & i B
BREEL([FEMBR
HE8]]) @

ERMBREEAAINR (=
183]) ¥B & (&)

BENEE

s ERAMBHREEMEIR(ZTEN
FRIER) BRUBEREARRER
AHIFAR Bt - AREHER

= N HERT712,000/8 T 2 HEAK AR
X MBEAGFAKBLAE -
o BN E RN R E712,000%
T HAERERARSE -

FREEEAS2TR (CERTNELE
i) GERERMBERR

ERERGHERNFE2IR (CETNER
B EHERARENBARCHERE
RERRNAKRESTBRBMNE -

AEAH BHRZENETERAS
HEA TS RERE 2 &5 ER
BRYE - RBAER  ERERMH
4 A 3 A BT R B

NRERZEHREABKBHEL
AIEMR - YEEERLTRABHER
HEWBRE - TP RKREEDIE 2K
BRrEmROMPE IR RmAER
FRHEERABCER) RBARE
B REBFBGAERF2TH (ZTTN
FRIET]) MBZSRDL RGN EHR
NEE HEHEIBREYEFE

TEMXBRER (£8) BRLF

2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKFRS 3 (as revised in 2008) Business combinations
(Continued)

*  HKFRS3 (as revised in 2008) requires acquisition-related costs
to be accounted for separately from the business combination.
The Group has recognised HK$712,000 of such costs as an
expense in profit or loss, whereas previously they would have
been accounted for as part of the cost of the acquisition.
Therefore, this has resulted in a decrease in the profit for the
year of HK$712,000, and a decrease in goodwill of the same

account.

HKAS 27 (as revised in 2008) Consolidated and separate

financial statements

The application of HKAS 27 (as revised in 2008) has resulted in
changes in the Group'’s accounting policies regarding increases or
decreases in ownership interests in subsidiaries of the Group.

Specifically, the revised Standard has affected the Group’s accounting
policies regarding changes in the Group’s ownership interests in its
subsidiaries that do not result in loss of control. In prior years, in the
absence of specific requirements in HKFRSs, increases in interests in
existing subsidiaries were treated in the same manner as the
acquisition of subsidiaries, with goodwill or a bargain purchase gain
being recognised, when appropriate; for decreases in interests in
existing subsidiaries that did not involve a loss of control, the
difference between the consideration received and the adjustment
to the non-controlling interests was recognised in profit or loss.
Under HKAS 27 (as revised in 2008), all such increases or decreases

are dealt with in equity, with no impact on goodwill or profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. ER#MRREETEEMR
BREEAN(FEEMBR
HEA]) @

FEEEAE2TR (CRTNELEE
i) GERERHMBER (&)

ERRERS  EHHEMBERMEE
MEBARERGEZBERT - ZBELER]
R BRAEBEEAEDEERNRE
BE BERFEHEEDS  WERAD

Wk ERAREZATE - RATHE AR
ZEMREESEAERHEERZA
FEER mELEZZEARIA/EK

sRERYFAZHES

AN E35a B T 2 A HE A S BR M
BAEZHDEZ  BREHEREK
REEFEHEERIEREE N EZE
6,753,000/ LB N m AR o R
MBEZERBUR %2%%?54%5@%537&?@
R Al SFBREEERHNE
ﬂﬁﬁd>&75&oom%7uo

MBARzZERARRASZBREEHE
%QT%%A&#?%&%E'WEE
BEREREFEREZSERAEE - RN
T— Tﬁ—ﬂ—EZM’#ﬁﬂﬁ%E
BB LR EEEN T EA
ARAR z R ZEBUSRELSE
BrEZN HANRUEETIRAR
1B BB IMR B AR A B 18 2 FE 4 il 1 4
BRI  RAFERKBERRK €
FREBEAAME - BAl##2579,000% T
BEARRIEEGIEEE  #mERgE
HOBERSE -

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKAS 27 (as revised in 2008) Consolidated and separate

financial statements (Continued)

When control of a subsidiary is lost as a result of a transaction, event
or other circumstance, the revised Standard requires the Group to
derecognise all assets, liabilities and non-controlling interests at their
carrying amounts and to recognise the fair value of the consideration
received. Any retained interest in the former subsidiary is recognised
at its fair value at the date control is lost. The resulting difference is
recognised as a gain or loss in profit or loss.

In respect of the partial disposal during the year of part of the
Group's interest in Castel Qihua as disclosed in note 35a, the impact
of the change in policy has been that the difference of HK$6,753,000
between the consideration received and the increase in the carrying
amount of the non-controlling interests has been recognised directly
in equity. Had the previous accounting policy been applied, this
amount would have been recognised in profit or loss. Therefore, the
change in accounting policy has resulted in a decrease in the profit
for the year of HK$6,753,000.

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-controlling
interests even if this results in the non-controlling interests having a
deficit balance. Prior to | January 2010, losses applicable to the non-
controlling interests in excess of the non-controlling interests in the
subsidiary’s equity were allocated against the interests of the Group
except to the extent that the non-controlling interests had a binding
obligation and were able to make an additional investment to cover
the losses. In the current year, in accounting for the acquisition of
additional interest in Directwind Sales, HK$579,000 of deficit balance
has been allocated to the non-controlling interests. This resulted in a

decrease in goodwill of the same amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

2. EER#MEREETERM
BREEL([FEMBR
HE8]]) @

FREEEAEUR (CETNELERE
) RAEALRE

BERE QR EAFE24R (ZFTNFEE

A [BEALT B F2BE27TRHM LA

Ekﬁ*ﬁ%ﬁ%ﬁ@ZHJH&’EE%IE c AR HE
REEMBRERMZNER R -

LRBEBREDHVEZHE
LREHHREGHAFRERBEFE

RECRE REBIEREAZEEK
ﬁT&i‘%WEﬁ'JQHT :

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

HKAS 24 (as revised in 2009) Related party disclosures

Paragraphs 25 to 27 of HKAS 24 (as revised in 2009) “Related party
disclosures” exempt certain disclosures in relation to the
government-related entities. The Group has applied this disclosure

exemption in the consolidated financial statements.

Summary of the effect of the above changes in accounting

policies

The effect of changes in accounting policies described above on the
results for the current and prior years by line items presented in the

consolidated statement of comprehensive income is as follows:

2010 2009
FET TET
HK$°000 HK$'000
BHBREZYHEHEAMIUE  Decrease in other gains and losses as
KBRS a result of the change in the accounting policy
HEBNHBARKRERMT  Gain on partial disposal of a subsidiary
SEPREEGE K= that does not result in loss of control 6,753 —
WEBBAKAEEERER  Increase in administrative expenses
BEATBAK A arising on the recognition of
acquisition-related costs when incurred 712
AR & MR A Decrease in profit for the year 7,465 —
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2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

The effect of changes in accounting policies described above on the
Group's basic earnings per share for the current and prior year is as

follows:

BREABRAZRE Impact on basic earnings per share
2010 2009
Bl B
HK cent HK cent
HEASRERRT Basic earnings per share before adjustments 2.61 1.86
SRR ELR Adjustments arising from changes
THEEREZRAE in accounting policies (see note 2) in relation to:
(B2 :
—HENEAA — disposal of a subsidiary that does
(TagHREEHE) not result in loss of control 0.17) —
—REERER RS — recognition of acquisition-related
ELE DN costs when incurred (0.02) —
BRERRA (MHE) Basic earnings per share, as reported 2.42 .86

EHEAJ:L%@;TZ?E\HH%#/R%I% -7
i? ﬁﬁ%ﬂku‘%i’%

AEEVERFEBATESEMERK
M HBREETED - EITARR
B EERGHEREUR(CEENF
Rl [REALTRE]AARAREE
BZBBEERNHBOHRIERIN -

The consolidated statement of financial position as at | January 2009
has not been presented as the above changes have no impact on

that consolidated statement of financial position.

The Group has not early applied the following new and revised
Standards, Amendments and Interpretations that have been issued
but are not yet effective, except for partial exemption from
disclosures requirements for government-related entities in
accordance with HKAS 24 (as revised in 2009 ) " Related party

disclosures".
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2. ERMBEREETEEM 2. APPLICATION OF NEW AND REVISED
BHREER([EEMBR HONG KONG FINANCIAL REPORTING
HEA8]) @ STANDARDS (“HKFRSs”) (Continued)
ERMBREEDN R_ZT-—ZFERM HKFRSs (Amendments) Improvements to HKFRSs

(BETA) BEREUBRSE issued in 2010'
RN 2 Bt
BENBHRSEDN BKREEFE-EE HKFRS 7 (Amendments) Disclosures - Transfers of
FT5 (BT AX) EREE? financial assets
BERUBRS SRIT A HKFRS 9 Financial instruments’
A2 BI| 28 95%
BB g ER ERERE W HKAS 12 (Amendments) Deferred tax: Recovery
F£12% (BFTA) HBEE! of underlying assets*
BB g ER REATRES HKAS 24 (as revised in 2009) Related party disclosures®
245
(ZEZThF
BERD)
BB g ER "Rz H e HKAS 32 (Amendments) Classification of rights issues®
£32% (BFTA)
B (BRI % xEERERZ HK(IFRIC) - INT 14 Prepayments of a minimum
BERBEZEE) HEMARES (Amendments) funding requirement
— 2B %145
CHES)
B4 (BB % Az T A5 HK(IFRIC) - INT 19 Extinguishing financial
hEREZE®) SRAHE liabilities with
2B F 195 equity instruments’
" O RZE-ZEFLRA-BARZE——F— " Effective for annual periods beginning on or after | July 2010 and |
A—RB (WmER) AE ARz FEHHE January 201 |, as appropriate.
ER e
2 RIE— S+ A-BREERKZF 2 Effective for annual periods beginning on or after | July 201 1.
EHARR AR o
¢ R -A-BRHEERKRZF > Effective for annual periods beginning on or after | January 2013.
EHARR AR o
¢RI -A-BRHEERKRZF #  Effective for annual periods beginning on or after | January 2012.
EHARR AR o
S ORI -F-BRHEERKZF > Effective for annual periods beginning on or after | January 201 |.
EHARR AR o
¢ RIZ-ZTE_A-BRHEERKZF ¢ Effective for annual periods beginning on or after | February 2010.
EEARR AR o
TORIE-ZELA-BREERRBZF 7 Effective for annual periods beginning on or after | July 2010.

JE B AR -
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e B AS ERaR M At

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. ER#MRREETEEMR
BREEAN(FEEMBR
HEA]) @

ERHBEERAEORILBIA (R
“TEAE+-AER) IR EREES
AR E2HRE - BBHBRELA
EORISHTAI(R-F—FF+— 1
B 1557) 5 g S B RECHTR 27

Fl}

BREBEMBHEEFEIN - BN
BRGEREIRMIE - f#
REFEBIEEANZAECHRATR
BEARARBHERARA FE
E-ARME  EHEA/UER
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BBME  BEABSWBREER
FO%  HRETEERAFE AR
LERMBE BRIESELEIMAE
BERETEENTER  REE
BEHENEERRECERNE A

BEATFEMNZLREM2EKRA
27 - AepaBENEERREZ L
BYHAFEZEEETEEN
DEEBZ - UE - BERESE
HERIE305E - ERAFEFTARE
B eRBBERTEEDSEEY
EBRmZET -

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

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

HKFRS 9 “Financial instruments” (as issued in November 2009)
introduces new requirements for the classification and measurement
of financial assets. HKFRS 9 “Financial instruments” (as revised in
November 2010) adds requirements for financial liabilities and for
derecognition.

*  Under HKFRS 9, all recognised financial assets that are within
the scope of HKAS 39 “Financial instruments: Recognition and
measurement” are subsequently measured at either amortised
cost or fair value. Specifically, debt investments that are held
within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows that
are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end
of subsequent accounting periods. All other debt investments
and equity investments are measured at their fair values at the
end of subsequent accounting periods.

* In relation to financial liabilities, the significant change relates to
financial liabilities that are designated as at fair value through
profit or loss. Specifically, under HKFRS 9, for financial liabilities
that are designated as at fair value through profit or loss, the
amount of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability is
presented in other comprehensive income, unless the
presentation of the effects of changes in the liability’s credit risk
in other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value
attributable to a financial liability's credit risk are not
subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of
the financial liability designated as at fair value through profit or
loss was presented in profit or loss.
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2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKFRS 9 is effective for annual periods beginning on or after |
January 2013, with earlier application permitted.

The directors of the Company anticipate that HKFRS 9 will be
adopted in the Group's consolidated financial statements for financial
year ending 31 December 2013. Based on the Groups' financial
assets and financial liabilities as at 31 December 2010, the directors
anticipate that the application of HKFRS 9 is not likely to have
significant impact on the Group’s consolidated financial statement.

The amendments to HKAS |2 titled “Deferred tax: Recovery of
underlying assets” mainly deal with the measurement of deferred tax
for investment properties that are measured using the fair value
model in accordance with HKAS 40 “Investment Property”. Based on
the amendments, for the purposes of measuring deferred tax
liabilities and deferred tax assets for investment properties measured
using the fair value model, the carrying amounts of the investment
properties are presumed to be recovered through sale, unless the
presumption is rebutted in certain circumstances. The directors
anticipate that the application of the amendments to HKAS 12 may
have a significant impact on deferred tax recognised for investment
properties located in the PRC that are measured using the fair value
model. If the presumption under the amendments is not rebutted,
the deferred tax liability relating to the revaluation of investment
properties may increase as the land appreciation tax rate of the PRC
is higher than the tax rate currently used by the Group to calculate

the deferred tax recognised for investment properties.

The directors of the Company anticipate that the application of the
other new and revised standards, amendments or interpretations will

have no material impact on the consolidated financial statements.
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For the year ended 31 December 2010

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued by
the HKICPA. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared under the
historical cost basis except for the investment property, which is
measured at fair value, as explained in accounting policies set out

below.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so

as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated statement of comprehensive income
from the effective date of acquisition and up to the effective date of

disposal, as appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those

used by other members of the Group.

All intra-group transactions, balances, income and expenses are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately

from the Group's equity therein.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 79



W

80

e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—

3.

—EFEF A=+ HUFE

For the year ended 3| December 2010

TEEHBR @

GERBEE (2)
HEARABRBIBEZFRHMEES

MBARIZZERANRRXBBEIRE
RRREAANRFEG S - AEE

YT ﬂﬁ%\ﬁﬁ%&#%ﬁﬁw
eR-_Z—FF—-F—B2ZH  FE

ﬂﬁ$5ﬁﬂ%2%ﬁiﬂ%&%%
AESTZHFEHEREZERINA
SEED L DR - M IEEHE
L E%VmiﬁiE&ﬁzﬂﬁﬁ%
SMRE AT B B R RIBRSD

FEEREEMBARZHERESD

R-FE-ZFF-FA-ALZEXERR
REWBLRRICHBERE

§ﬁ$%ﬁ%£W§AﬂZhﬁ%'d
WIRER 5 AR o 7N 5 B an B2 SR 12
H%EW%EAﬁﬁ%Mﬁ%M&%W

ARIFARES B o FFIEHIERE
ﬁZﬁ%@%ﬁiﬁﬁ%ﬁﬁﬁ@ﬁﬁ
ZENEEEENESRARREAA
MG 2R MAERR -

TEMXBRER (£8) ARAF

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Basis of consolidation (Continued)

Allocation of total comprehensive income to non-

controlling interests

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-controlling
interests even if this results in the non-controlling interests having a
deficit balance. Prior to | January 2010, losses applicable to the non-
controlling interests in excess of the non-controlling interests in the
subsidiary’s equity were allocated against the interests of the Group
except to the extent that the non-controlling interests had a binding
obligation and were able to make an additional investment to cover

the losses.

Changes in the Group’s ownership interests in existing

subsidiaries

Changes in the Group's ownership interests in existing subsidiaries on or
after | January 2010

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

(Continued)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in existing
subsidiaries (Continued)

Changes in the Group's ownership interests in existing subsidiaries on or
after | January 2010 (Continued)

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate of
the fair value of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any non-
controlling interests. Where certain assets of the subsidiary are
measured at revalued amounts or fair values and the related
cumulative gain or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts previously
recognised in other comprehensive income and accumulated in
equity are accounted for as if the Company had directly disposed of
the related assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings). The fair value of any investment
retained in the former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition for subsequent
accounting under HKAS 39 “Financial instruments: Recognition and
measurement” or, when applicable, the cost on initial recognition of

an investment in an associate or a jointly controlled entity.

Changes in the Group's ownership interests in existing subsidiaries prior
to | January 2010

Increases in interests in existing subsidiaries were treated in the
same manner as the acquisition of subsidiaries, with goodwill or a
bargain purchase gain being recognised where appropriate. For
decreases in interests in subsidiaries, regardless of whether the
disposals would result in the Group losing control over the
subsidiaries, the difference between the consideration received and
the carrying amount of the share of net assets disposed of was

recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Business combinations

Business combinations that took place on or after | January 2010

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are generally

recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value at the acquisition

date, except that:

* deferred tax assets or liabilities and liabilities or assets related to
employee benefit arrangements are recognised and measured in
accordance with HKAS 12 “Income taxes” and HKAS [9

“Employee benefits” respectively;

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer's previously held equity
interest in the acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the liabilities
assumed. If, after re-assessment, the net of the acquisition-date
amounts of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess

is recognised immediately in profit or loss as a bargain purchase gain.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Business combinations (Continued)

Business combinations that took place on or after | January 2010
(Continued)

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity's net
assets in the event of liquidation may be initially measured either at
fair value or at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree's identifiable net assets or
liabilities. The choice of measurement basis is made on a transaction-

by-transaction basis.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such

treatment would be appropriate if that interest were disposed of.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and accumulated in
equity before the acquisition date are reclassified to profit or loss

when the Group obtains control over the acquiree.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 83



84

e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—

3.

—EFEF A=+ HUFE

For the year ended 3| December 2010

FEZEBE @)

EBEH (E)
R-ZB-ZFF-A—AABLEZFHEG

W TR AMREEANR - WA A
BRRXBAAEBERAIERES 2%
HEMXMZEE EXAEZEE
REFTZBAIAZ AFESENE
SMEMEZEREBEHBB KR -
HERRBBGEZRKES 2 &5
EE BERIREBE—HMRKERZ
NEERER -

RUBEL HERRREE 15K
RAFE  DRBRABLARERD
ERAABHEE BERIRABZE
BREE ESHD - WRFABE X
SERBRUBIAEANEE  AERK
REABZEHERSB RSB BEUEX
A RS RENHERNEBED -

WIS 2 Rl R S ) TR IR
HRSEERUBLIZEE  BERK
REBEZLPIFE -

TEMXBRER (£8) BRLF

. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Business combinations (Continued)
Business combinations that took place prior to | January 2010

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

value at the acquisition date.

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

immediately in profit or loss.

The non-controlling interest in the acquiree was initially measured at
the non-controlling interest's proportionate share of the recognised
amounts of the assets, liabilities and contingent liabilities of the

acquiree.
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For the year ended 31 December 2010

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less
any accumulated impairment losses, if any, and is presented

separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units,
or groups of cash-generating units, that are expected to benefit from

the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested
for impairment annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that financial
year. When the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or loss.
An impairment loss for goodwill is not reversed in subsequent

periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill capitalised is included in the determination of

the amount of profit or loss on disposal.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Interests in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not

control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in
these consolidated financial statements using the equity method of
accounting. Under the equity method, interests in associates are
initially recognised in the consolidated statement of financial position
at cost or at fair value for interests retained in former subsidiaries
upon the Group losing control and adjusted thereafter to recognise
the Group's share of the profit or loss and other comprehensive
income of the associates. When the Group's share of losses of an
associate equals or exceeds its interest in that associate (which
includes any long-term interests that, in substance, form part of the
Group's net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of loss is
provided for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made

payments on behalf of that associate.

Any excess of the cost of acquisition over the Group's share of the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date of acquisition is
recognised as goodwill, which is included within the carrying amount
of the investment.

Any excess of the Group's share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognised immediately in profit or
loss.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Interests in associates (Continued)

The requirements of HKAS 39 are applied to determine whether it
is necessary to recognise any impairment loss with respect to the
Group’s investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 “Impairment of assets” as a
single asset by comparing its recoverable amount (higher of value in
use and fair value less costs to sell) with its carrying amount, any
impairment loss recognised forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised in
accordance with HKAS 36 to the extent that the recoverable

amount of the investment subsequently increases.

From | January 2010 onwards, upon disposal of an associate that
results in the Group losing significant influence over that associate,
any retained investment is measured at fair value at that date and
the fair value is regarded as its fair value on initial recognition as a
financial asset in accordance with HKAS 39. The difference between
the previous carrying amount of the associate attributable to the
retained interest and its fair value is included in the determination of
the gain or loss on disposal of the associate. In addition, the Group
accounts for all amounts previously recognised in other
comprehensive income in relation to that associate on the same
basis as would be required if that associate had directly disposed of
the related assets or liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain or loss from equity to
profit or loss (as a reclassification adjustment) when it loses

significant influence over that associate.

When a group entity transacts with its associate, profits and losses
resulting from the transactions with the associate are recognised in
the Group' consolidated financial statements only to the extent of

interests in the associate that are not related to the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the
economic activity of the entity are referred to as jointly controlled

entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the
equity method of accounting. Under the equity method, investments
in jointly controlled entities are initially recognised in the
consolidated statement of financial position at cost and adjusted
thereafter to recognise the Group'’s share of the profit or loss and
other comprehensive income of the jointly controlled entities. When
the Group'’s share of losses of a jointly controlled entity equals or
exceeds its interest in that jointly controlled entity (which includes
any long-term interests that, in substance, form part of the Group’s
net investment in the jointly controlled entity), the Group
discontinues recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of that

jointly controlled entity.

Any excess of the cost of acquisition over the Group's share of the
net fair value of the identifiable assets, liabilities and contingent
liabilities of a jointly controlled entity recognised at the date of
acquisition is recognised as goodwill, which is included within the

carrying amount of the investment.

Any excess of the Group's share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognised immediately in profit or

loss.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Jointly controlled entities (Continued)

The requirements of HKAS 39 are applied to determine whether it
is necessary to recognise any impairment loss with respect to the
Group's investment in a jointly controlled entity. When necessary, the
entire carrying amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS 36 “Impairment of
assets” as a single asset by comparing its recoverable amount (higher
of value in use and fair value less costs to sell) with its carrying
amount, any impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that the

recoverable amount of the investment subsequently increases.

From | January 2010 onwards, upon disposal of a jointly controlled
entity that results in the Group losing joint control over that jointly
controlled entity, any retained investment is measured at fair value at
that date and the fair value is regarded as its fair value on initial
recognition as a financial asset in accordance with HKAS 39. The
difference between the previous carrying amount of the jointly
controlled entity attributable to the retained interest and its fair
value is included in the determination of the gain or loss on disposal
of the jointly controlled entity. In addition, the Group accounts for all
amounts previously recognised in other comprehensive income in
relation to that jointly controlled entity on the same basis as would
be required if that jointly controlled entities had directly disposed of
the related assets or liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by that jointly controlled
entity would be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain or loss
from equity to profit or loss (as a reclassification adjustment) when it

loses joint control over that jointly controlled entity.

When a group entity transacts with its jointly controlled entity,
profits and losses resulting from the transactions with the jointly
controlled entity are recognised in the Group' consolidated financial
statements only to the extent of interests in the jointly controlled

entity that are not related to the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition

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

and sales related taxes.

Revenue from sales of goods are recognised when goods are

delivered and title has passed.

Revenue from sales of electricity are recognised when electricity has
been delivered.

Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset

to that asset’s net carrying amount on initial recognition.

Dividend income from investments is recognised when the

shareholders' rights to receive payment have been established.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent

accumulated depreciation and accumulated impairment losses.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment less their residual values over their
estimated useful lives, using the straight-line method. The estimated
useful lives, residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any changes in

estimate accounted for on a prospective basis.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the

carrying amount of the asset and is recognised in profit or loss.

Investment properties

Investment properties are properties held to earn rentals and/or for

capital appreciation.

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values using the fair
value model. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the period in

which they arise.

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

which the item is derecognised.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Research and development expenditure

Expenditure on research activities is recognised as an expense in the

period in which it is incurred.

An internally-generated intangible asset arising from development
activities (or from the development phase of an internal project) is
recognised if, and only if, all of the following have been

demonstrated:

* the technical feasibility of completing the intangible asset so that
it will be available for use or sale;

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

+ the ability to use or sell the intangible asset;

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

* the availability of adequate technical, financial and other
resources to complete the development and to use or sell the

intangible asset; and

* the ability to measure reliably the expenditure attributable to

the intangible asset during its development.

The amount initially recognised for internally-generated intangible
asset is the sum of the expenditure incurred from the date when the
intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period in

which it is incurred.

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

acquired separately.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Impairment losses on tangible and intangible assets other

than goodwill

At the end of the reporting period, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income

immediately.

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the weighted average method.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Borrowing costs

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

deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the

period in which they are incurred.

Taxation

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

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

period.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary difference to the extent that
it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that

affects neither the taxable profit nor the accounting profit.

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

foreseeable future.

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

part of the asset to be recovered.

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

enacted or substantively enacted by the end of the reporting period.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation (Continued)

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities. Deferred tax is
recognised in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other

comprehensive income or directly in equity respectively.

Leasing

Leases are classified as finance leases when the terms of the lease
transfer substantially all the risks and rewards of ownership to the

lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or loss

on a straight-line basis over the term of the relevant lease.

The Group as lessee

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

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

(Continued)

Leasing (Continued)
Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of each
element have been transferred to the Group, unless it is clear that
both elements are operating leases, in which case the entire lease is
classified as an operating lease. Specifically, the minimum lease
payments (including any lump-sum upfront payments) are allocated
between the land and the building elements in proportion to the
relative fair values of the leasehold interests in the land element and
building element of the lease at the inception of the lease. When the
lease payments cannot be allocated reliably between the land and
building elements, the entire lease is generally classified as a finance

lease and accounted for as property, plant and equipment.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching

to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Specifically, government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire non-current
assets are recognised as a deduction from the carrying amount of
the relevant asset in the consolidated statement of financial position
and transferred to profit or loss over the useful lives of the related
assets. Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.
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(Continued)

Retirement benefit costs

Payments to the defined contribution retirement benefit plans are
charged as an expense when employees have rendered service

entitling them to the contributions.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity

becomes a party to the contractual provisions of the instrument.

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

financial liabilities, as appropriate, on initial recognition.

Financial assets

The Group's financial assets are classified as loans and receivables.
The accounting policies adopted in respect of loans and receivables

are set out below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the financial asset, or, where appropriate, a shorter

period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt

instruments.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade and other receivables, amounts due from jointly controlled
entities, amounts due from associates, bank balances and cash, fixed
bank deposits and pledged bank deposits) are carried at amortised
cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment loss on
financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end
of each reporting period. Financial assets are impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the

estimated future cash flows of the financial assets have been affected.
Objective evidence of impairment could include:

+ significant financial difficulty of the issuer or counterparty; or

*  breach of contract, such as default or delinquency in interest or

principal payments; or

* it becoming probable that the borrower will enter bankruptcy

or financial re-organisation; or

+ the disappearance of an active market for that financial asset
because of financial difficulties.
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. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are
subsequently assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include
the Group's past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average
credit period of 90 days, observable changes in national or local

economic conditions that correlate with default on receivables.

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

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade receivables, amounts due from jointly controlled entities and
amounts due from associates, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
When trade receivables are considered uncollectible, they are
written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
loss was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments

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

and an equity instrument.

An equity instrument is any contract that evidences a residual

interest in the assets of the Group after deducting all of its liabilities.

Effective interest method

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

shorter period to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities including trade and other payables, amounts due
to associates and borrowings are subsequently measured at

amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire, or the financial assets are transferred
and the Group has transferred substantially all the risks and rewards

of ownership of the financial assets.

On derecognition of a financial asset in its entirely, the difference
between the asset's carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised directly in other comprehensive

income is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid or payable is recognised in

profit or loss.

Provisions

Provisions are recognised when the Group has a present obligation
as a result of a past event, and it is probable that the Group will be
required to settle that obligation. Provisions are measured at the
best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where a provision
is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash

flows (where the effect is material).
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms of

historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for exchange
differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in other
comprehensive income, in which case, the exchange differences are

also recognised directly in other comprehensive income.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the group entities which are stated at
functional currency of the respective group entity other than Hong
Kong dollars are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing at
the end of the reporting period, and their income and expenses are
translated at the average exchange rates for the year unless
exchange rates fluctuate significantly during the period, in which case,
the exchange rates prevailing at the dates of transactions are used.
Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the exchange

reserve).
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(Continued)

Foreign currencies (Continued)

From | January 2010 onwards, on the disposal of a foreign operation
(i.e. a disposal of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary that includes
a foreign operation, a disposal involving loss of joint control over a
jointly controlled entity that includes a foreign operation, or a
disposal involving loss of significant influence over an associate that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable to the
owners of the Company are reclassified to profit or loss. In addition,
in relation to a partial disposal of a subsidiary that does not result in
the Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss. For all
other partial disposals (i.e. partial disposals of associates or jointly
controlled entities that do not result in the Group losing significant
influence or joint control), the proportionate share of the

accumulated exchange differences is reclassified to profit or loss.

Additionally, on disposal of group entities which has the same
function currency as the Company, the exchange differences arising
on translation to presentation currency are transferred directly to

accumulated losses.
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

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

discussed below.

Estimated impairment of jointly controlled entities

Determining impairment loss or reversal of impairment loss
recognized in respect of interests in jointly controlled entities
requires estimation of their recoverable amounts. The recoverable
amount is determined from value in use calculation by estimating the
Group’s share of the present value of the estimated future cash
flows expected to be generated by the jointly controlled entities,
using discount rates which reflect current market assessments of the
time value of money and the risk specific to the jointly controlled
entities. As at 31 December 2010, the carrying amounts of interests
in jointly controlled entities are HK$1,222,069,000 (2009:
HK$1,054,117,000). Details of the recoverable amount calculation

are disclosed in note 19.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 3| December
2010, the carrying amount of goodwill is HK$4,903,000 (2009:
HK$9,252,000). Details of the recoverable amount calculation are
disclosed in note |7.
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY (Continued)

Estimated impairment of trade receivables and amounts

due from associates

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at
initial recognition). Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 3| December
2010, the carrying amounts of trade receivables and amounts due
from associates are HK$ 177,392,000 (2009: HK$50,770,000), net of
allowance for doubtful debts of HK$147,185000 (2009:
HK$144,202,000), and HK$3,457,000 (2009: HK$212,583,000), net
of impairment loss for an associate of HK$23,383,000 (2009:
HK$23,383,000) respectively.

. TURNOVER

An analysis of the Group'’s turnover for the year is as follows:

2010 2009

FET FET

HK$’000 HK$'000

EmiHE Sales of goods 383,026 298,135
HERBRGES Sales of electricity from

ZE operation of wind farm 32,228 31,543

HERNEBHEER Sales of wind energy related products 264,745 314,565

AR 7% 4 A Revenue from services 18,084 19,130

698,083 663,373
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6. THEH 6. SEGMENT INFORMATION
MARAEZG (NEELEREE) 2 Information reported to the Board of Directors of the Company,
HzER  BMRURNEY SRR being the chief operating decision maker, for the purposes of
BeBRBENEBIE EMHKER resource allocation and assessment of segment performance focuses
WEHE D BRERE - on types of goods or services delivered or provided.
BRmE ARERBEEEMBREE Specifically, the Group's operating and reportable segments under
AIESFE 2R ERBESENT ¢ HKFRS 8 are as follows:
Bh%E - {RERNZEBHREESR Wind Energy — Manufacture and sales of wind energy
MBEER ZHERKE Related Products related products
B%EE - LEXRBRBFES Operation of — Sales of electricity from operation of
ZEN Wind Farm wind farm
MIEH - RERSHEARKIHR REPM Products — Manufacture and distribution of
2 fh elevator motors
MHES — LIMNHES Trading of Materials ~ — Trading of chemical materials
BAEK - BHE HERSHEBA Telecommunication — Development, manufacture and
Em BRIBERE Business distribution of communication
m- REERGS RER products, ITS, broadband systems,
fic equipment and accessories
TXEREMZENIEZEN - Information regarding these segments is presented below.
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6. SEGMENT INFORMATION (Continued)

Segment revenue and results

The following is an analysis of the Group's turnover and results by

operating and reportable segment.

For the year ended 31 December 2010

I+
REER B5EE fit EHES
Wind Energy Operation ERER HHES Tele-
Related of Wind REPM Trading of communication &a
Products Farm Products Materials Business  Consolidated
ThR Thxn Thx Thxn ThR TER
HKS$°000 HKS$’000 HKS$°000 HKS$’000 HKS$’000 HKS$’000
gxE TURNOVER
I HE External sales 264,745 32,128 52,517 272,551 75,982 698,083
£ RESULT
AREE Segment result (30,583) 63,899 (22,051) 2,166 (43,882) (30,451)
AEARATER Unallocated corporate expenses (56,935)
AEPREMMA Unallocated other income 1479
HHERA Finance costs (52,997)
RENRATEEN Increase in fair value of
investment property 6,612
EHAREHEE Reversal of impairment loss
Bl HEBRRD recognised in respect of
interest in a jointly controlled
entity 102,632
EIEARAEHEREE  Share of results of
jointly controlled entities 145,872
BB AER Profit before taxation 122,212

TEMXBRER (£8) BRLF
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6. 7HEHEH »

SEMBRRES (&)
BE_ESNF+-A=+-HLEFE

HE_S-FF+_HA=+—HIFE

For the year ended 31 December 2010

6. SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the year ended 31 December 2009

DI+
REER B5EE fit ERES
Wind Energy Operation ERER HRES Tele-
Related of Wind REPM Trading of - communication Ge
Products Farm Products Materials Business  Consolidated
T T FAL FAL FAL FAT
HK$000 HK$:000 HK$:000 HK$:000 HK$:000 HK$:000
gx8 TURNOVER
HNEE External sales 314,565 31,543 56,140 170,842 90,283 663373
ES RESULT
pEES Segment result (18,948) 41577 (4,083) 490 3431 21,605
AEARARER Unallocated corporate expenses (47.936)
ABAREBRA Unallocated other income 5540
HHRE Finance costs (53051)
RENEAFEEM  Increase in fair value of
Investment property 3420
ERARAHER Reversal of impairment
BRZHEEERE  loss recognised in respect of
interest in a jointly controlled entity 55,189
EERAESERESE  Share of results of jointly
controlled entities 93,125
BRI Profit before taxation 71892

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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HE—

—EFEF A=+ HUFE

For the year ended 3| December 2010

6.

SEEH @

SEWMBRES (E)

NREERS BRI ELNKB A
wA AEETESENMBERAS - &
BWMEATEWR AR R AR 2
ERgRoREBRRLD  REARE
%a?%F'M&$%%MEMWA&
ABOBRRABER  MEBTHRRARR
%%%ﬁﬁ°%ﬁ5%%i}ﬂ%ﬂ
33,689,000 T (= T T AL F

25,379,000 7T) & &G 2R 25| B 2 &
¥ 5,659,000 T (= & T L F
18,495,000/8 7T) 9 Eﬂziﬁz D o WD

RERNTERDBERFEME - AA
SEHTEFZHNTE

TEMXBRER (£8) BRLF

. SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

Segment results represent the profit before taxation earned or
incurred by each segment, excluding finance costs, fair value gain or
loss on investment property, reversal of impairment loss in respect
of interest in a jointly controlled entity, share of results of jointly
controlled entities all of which cannot be allocated, unallocated other
income and corporate expenses such as central administration costs
and directors’ salaries. Share of profit of associates of HK$33,689,000
(2009: HK$25,379,000) and share of loss of jointly controlled entities
of HK$5,659,000 (2009: HK$18,495,000) were allocated to
reportable segments. This is the measure reported to the Group's
Executive Directors for the purpose of resources allocation and

assessment of segment performance.
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For the year ended 31 December 2010

6. 7HEHEH »

n‘/-_]_\

HE—

U HRRM

6. SEGMENT INFORMATION (Continued)

PEEERAR Segment assets and liabilities
AEEEREIRECEERBRES T The following is an analysis of the Group's assets and liabilities by
T operating and reportable segment.
R=-Z2-B5+=-A=+-H At 31 December 2010
EHBE
HBER B5EE fit LEES
Wind Energy ~ Operation ERER HHES Tele-
Related of Wind REPM Trading of communication &8
Products Farm Products Materials Business  Consolidated
TER TER TAR TAR TAR TER
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
gE ASSETS
HEEE Segment assets 782,602 500,447 58,043 60,597 11,617 1,479,306
BRI Interests in jointly
BR R controlled entities 1,147,150
AEAE Unallocated
RAEE corporate asses 483,535
GREEBE Consolidated total asses 3,109,991
8f LIABILITIES
PRER Segment liabilities 305,297 95,206 15,886 98,325 46,400 561,114
AESE Unallocated
RERRE corporate liabilities 789,710
GABEEME Consolidated total liabilities 1,350,824

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

6. #EEH »

PEEERARE (&)
R-ZZEEAF+=A=+—H

6. SEGMENT INFORMATION (Continued)

Segment assets and liabilities (Continued)

At 31 December 2009

EHRE
HEER B5EE Bt LEES
Wind Energy ~ Operation ERER HRES Tele-
Related of Wind REPM  Trading of communication &a
Products Farm Products Materials Business  Consolidated
AT AT T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$:000 HK$'000
BE ASSETS
PEEE Segment assets 761,104 478,386 83563 21,847 14,666 459,566
REREH Interests in jointly
BR G controlled entities 978,114
AEHE Unallocated
AARE corporate asses 691499
GRAERR Consolidated total assets 3129179
8 LIABILITIES
PEBE Segment liabilities 421,089 96518 31,944 32081 61,573 643205
AEE Unallocated
hagfk corporate liabilties 841,176
GaeRAE Consolidated total iabilties 1484381
RERNBENRIESEREIR For the purpose of monitoring segment performance and allocating
resources between segments;
o BRARSEMNAREHER 21 « all assets are allocated to reportable segments other than

o RENEREMSREE (EE
RIRTHEBRESER)  MAEEE

HokE

P 1t

REDE - AERMET
BzAAPEERENE K

s BAANEZETEERELERE .
S FBERENREEHRENE -

TEMXBRER (£8) BRLF

interests in jointly controlled entities which cannot be allocated,
investment properties, and other financial assets that comprise
mainly bank balances and cash. Goodwill is allocated to

reportable segments as described in note |7;and

all liabilities are allocated to reportable segments other than
certain borrowings which cannot be allocated and deferred tax

liabilities.
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BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

PHEEH w0 6. SEGMENT INFORMATION (Continued)
HitpEEHE Other segment information
R=Z-ZE5+=-A=+—H At 31 December 2010
BN%E
HBER E5EE fit EEES
Wind Energy ~ Operation EhER HRES Tele-
Related of Wind REPM Trading of communication AEAR &a
Products Farm Products Materials Business  Unallocated ~ Consolidated
TEn Thr TEx FAn TEr TAn TEr

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000

AERHEABAET Amounts included in the
IHRAABEE measure of segment profit
LER: or loss or segment assets:

n% BER Addition of property,

FERE plant and equipment 14,083 8,084 180 - 9,444 18 32,469
n% BER Depreciation of property,

HENE plant and equipment 10,260 12,114 1,705 - 5,673 784 30,536
REEE Allowance for doubtful debts - - 1,280 - 52 - 1,332
REFERRE Allowance for obsolete

inventories - - - - 8,050 - 8,050

REVZ K& Loss on disposal of property,

hREEE plant and equipment 1 - - - 6,196 - 6,198
REERT 2 ER Interests in associates 93,403 216,587 - - 13,970 - 323,960
AR Interests in jointly controlled

ERzER entities 14,698 60,221 - - - 1,147,150 1,222,069
REBERL Impairment loss recognized

REEE in respect of goodwil - - 7,284 - - - 1,284

EEHENT Share of proft (loss)

HH (B8) of associates - 35,263 - - (1,574) - 33,689
FElE LA Share of (loss) profit of

(58N jointly controlled entities (13,240) 1,581 - - - 145,872 140,213
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

6. ?EER @

HivEEH (&)

R-ZZEEAF+=A=+—H

BRETEDE
AERANHAE
LR

0% BER
RERE

0% BER
RENE

ARG (RE)

REFERRE

RENE BR
RikEEE
RBERA 2B

RER 4
ERvES
EEBELT
BR) M
Bl RREH
ER(58) &

Bh%E
RBER
Wind Energy
Related
Products
TAT
HK$'000
Amounts included in the
measure of segment profit
or loss or segment assets:
Addttion of property;
plant and equipment 100,304
Depreciation of property,
plant and equipment 6,723
(Reversal of) allowance for
doubtful debts =
Allowance for obsolete
inventories —
Loss on disposal of property,
plant and equipment =
Interests in associates —
Interests in jointly controlled
entities 24272
Share of (loss) profit
of associates (1422)
Share of (loss) profit of jointly
controlled entities (18495)

TEMXBRER (£8) BRLF

SEGMENT INFORMATION (Continued)

Other segment information (Continued)

At 31 December 2009

BEEE ft
Operation ERER
of Wind REPM
Farm Products
TAL TET
HK$'000 HK$'000
18 12
1,764 1,677
(194) 3611
204,875 —
51731 —
26528 —

CHES
HRES Tele-
Trading of communication

Materials Business

TAT T
HK$'000 HK$000

= 6,050

= 6119

= 2121

= 6,349

— 22405

AEAE
Unallocated
AT
HK$'000

1,741

1837

978114

93,125

&a
Consolidated
T
HK$'000

108,125

28120

5538

6349

68
221,280

054,117

25379

74630



e B RENE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

6. ?EEH 6. SEGMENT INFORMATION (Continued)
WESE Geographical information
AEBZRBUREERTEZ H i The Group's operations are located in Hong Kong and other regions
@ o of the PRC.
() AEERBIRRFZEXRBFEN () The Group's revenue from external customers are detailed
K below:
2010 2009
FET FHET
HK$°000 HK$'000
o B 3 [ Other regions of the PRC 676,293 614,371
BB Hong Kong 924 31,825
EE United States of America 17,690 I7,119
H A Others 3,176 58
698,083 663,373
(i) BREEHBUESBNAEEER (i) Information about the Group's non-current assets (excluding
PEE (ERIARN) FANEHR financial instruments) by geographical location of the assets are
FEWMT detailed below:
FRBDEEREE

Carrying amount
of non-current assets

2010 2009

FET FHET

HK$’000 HK$'000

Fh B E i 3 [ Other regions of the PRC 1,922,963 | 677,549
& Hong Kong 55,310 33,107
1,978,273 1,710,656
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

6. " EEH» 6.

FHRETEEFREH

ERBBASEZEXB10%ZFP R
BEREXBOT :

SEGMENT INFORMATION (Continued)

Information about major customers

Revenues from customers of the corresponding years contributing

over 10% of the total sales of the Group are as follows:

2010 2009

FET FHETL

HK$’000 HK$000

HEEA Customer A 265,048 170,684

R FEB2 Customer B2 222,265 N/A3

BEC? Customer C2 N/A3 314,565
T HMHESEES ' Revenue from Trading of Materials

2 BEHBREREEMEESR

P HEREXRHISELEEXBAMARE
B10% - Fit - BEXEFPHERTER
(TN/AL) -

TEMXBRER (£8) BRLF

2 Revenue from Wind Energy Related Products

> The corresponding revenue did not contribute over 10% of the total
sales of the Group, thus, disclosure for the specific customers is not
applicable (“N/A™).
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7. Hlt A

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

7. OTHER INCOME

2010 2009
FET TET
HK$°000 HK$'000
Hith g A B Other income comprises:
BRE R A Clean Development Mechanism income 7,722 6,772
B #66 Bh (Bt &) Government grants (Note) 35,174 2,555
HEBA Rental income 1,315 1292
FEWA Interest income
—R1T 45 — bank balances 3,842 3,288
—BTHEAZEHEE 2BR - advance to a jointly controlled entity 1,577 =
fifat - Note:

St ABUR# B 2 € #87132,248,0008 T (ZF
TG EB)RAEERERGKEARSR TE
ERRIEXRBES  FERHEERNEES
AERAEBARBRES BAEELEHMECER
2R - £%360,0008L (ZETNE - &)
BREBG HEARERNE  BEREE
(M 3E30) MBETFTAEE 2 FHB) - 82 &
2,566,000/ 7T (ZE T N4 : 2,555,000/ 7T)
BB EREREERRER T AREZH
B o

Included in government grants is an amount of HK$32,248,000 (2009: Nil),
representing subsidies granted to the Group by PRC governmental
authorities to encourage the development of the wind energy industry and
the Group's continuous involvement in developing the economic zones in
which the Group is operating. An amount of HK$360,000 (2009: Nil)
represents subsidies granted to the Group by PRC government/authorities
for the purpose of financing the acquisition of property, plant and equipment
(note 30). The remaining HK$2,566,000 (2009: HK$2,555,000) represents
subsidies granted to the Group by PRC tax authorities on VAT reduction.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED

117



118

ma M mRME

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

8. Hitlrax R iR

8. OTHER GAINS AND LOSSES

2010 2009
FET FET
HK$°000 HK$'000
BB 2 B W g Gain on disposal of interest in a
(Fft 3% 35a) subsidiary (note 35a) 3,162 —
HE B SRRz W E Gain on disposal of interest in an associate 587 —
BIELENE LD A ER Loss on deemed disposal of interest in
Z 518 (M5 35b) a subsidiary (note 35b) (191 —
BREBE BB ZME  Impairment losses recognised in respect
BB of trade receivables (7,332) (5,538)
HEME - BERZE2ZEE Loss on disposal of property, plant and equipment (6,198) (68)
BRRER (BE) /WaFE Net exchange (loss)/gain recognised (2,286) 266
(12,258) (5340)
9. MEM A 9. FINANCE COSTS
2010 2009
FET FET
HK$°000 HK$'000
RITREMERMEXH : Interest on bank and other loans:
—ARLFERNREER — wholly repayable within five years 48,140 46,865
—TERLERBHER — not wholly repayable within five years 4,857 6,186
52,997 53,051

TEMXBRER (£8) BRLF
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HE-_ZE-—FTFT_FA=+—HIFE
For the year ended 31 December 2010

10.%1 18 10.TAXATION
2010 2009
FET TET
HK$°000 HK$'000
AEEHEXHERE Tax charge for the year comprises:
FEEEMER PRC Enterprise Income Tax
rEE Current year 17,197 5,504
EFBBEEE Overprovision in prior years — (1,050)
17,197 4,454
BT RIS (B £ 29) Deferred tax charge (note 29) 5,977 5,366
BX 2 BEBINH (i E29) PRC withholding tax paid (note 29) (3,046) (2,729)
20,128 7,091

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

10.5( 18 (%) 10. TAXATION (Continued)
N6 8 0 TR 3% B B R A O M) 2 Bk 40 The reconciliation of tax charge for the year to the profit before
D taxation is as follows:
2010 2009
FET FE T
HK$°000 HK$'000
x5 A& A Profit before taxation 122,212 77,892
BRRBMEMEHBE25%  Tax charge at PRC Enterprise
ZHIEX Income Tax rate of 25% (2009: 25%)
(ZZEZNEF : 25%) 30,553 19,473
J‘EMH’%%Q A Share of results of associates and
ARZEHERBRE jointly controlled entities (43,476) (25,002)
i @'ﬁ%T\—J ER R X Tax effect of expenses not
BB E deductible for tax purpose 20,193 9,139
RS RN A MR Tax effect of deductible temporary
EREBIHBETE differences not recognised 84 1,843
AT BRI Tax effect of income not taxable for tax purpose (40,885) (16,860)
WAZ BB R E
AREREE RIS E Tax effect of losses not recognised 44,485 1493
BALAAREHRAZBIEEE Utlisation of tax losses previously not recognised (2,264) (456)
AEHEREFE Tax effect of temporary differences attributable
Bt B 2 R A R to undistributed profits of PRC subsidiaries 9,302 4512
ERIMBTE
EEMANEEELEEBH  Effect of different tax rates of subsidiaries
MTEQTZW\H$R$% Z operating in other jurisdictions 3,134 2,048
BYPE—ENER Effect of tax concessions/exemptions granted
@'ﬁ%%ﬂ/%ﬁz ri: to a subsidiary in the PRC (998) (1,487)
FFEBERE Overprovision in prior years — (1,050)
AEEHRELH Tax charge for the year 20,128 7,091

120 +EMABREE (£8) ERAF
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BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

10.8i18 (=) 10. TAXATION (Continued)
B AN & B A 6 A R R AR AR A 0 il No provision for Hong Kong Profits Tax has been made as the Group

WP ARFHRBEENGSH -

has no assessable profit for the year

BREFEARAMBCXMETE ([ Under the Law of the People's Republic of China on Enterprise
EMBEHE) RCEMBHREERA Income Tax (the “EIT Law") and Implementation Regulation of the
Al hEMBRARZRER _TTNEF EIT Law, the tax rate of the PRC subsidiaries is 25% from | January

—A—HMKEAR25% °

2008 onwards.

BRETERBEERRD  KEEHF Pursuant to the relevant laws and regulations in the PRC, one of the
—HAPENBARE —TELEF (Eﬂ§1 Company's PRC subsidiaries is exempted from PRC income tax for
BNFEE) REMFERARTEMGEH - two years starting from year 2007, which was their first profit-making

YRZ2E=FER50% -

year, followed by a 50% reduction for the next three years.

A ERERF I1.PROFIT FOR THE YEAR
2010 2009
FET FHET
HK$°000 HK$'000
AERHEMER K Profit for the year has been
THSERER : arrived at after charging:
EZHe Directors’ emoluments 3,991 3,184
Hih8 TRRA Other staff costs 56,303 46,664
H fth & & R KAR A Other staff's retirement
srEIE R benefits scheme contributions 5,014 4955
65,308 54,803
RIEBE Allowance for doubtful debts 7,332 5,538
1% 20 A B Auditor's remuneration 2,900 2,800
BARAXZFERR Cost of inventories recognised as an expense
(EEREFERE (including allowance for obsolete inventories
8,050,000/ 7T of HK$8,050,000 (2009: HK$6,349,000)) 657,995 564,479
(ZEZAF:
6,349,0007% 7T) )
ME BERREZNE Depreciation of property, plant and equipment 30,536 28,120
REMRETZRE Minimum lease payments under operating
BHOZENRERE leases in respect of land and buildings 9,438 7,554
Ff 2 B X% Research and development expenses 6,818 3,387
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

1EERESHNE 12.DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS
(a) EF (a) Directors
BENSES M (ZTTAF: N The emoluments paid or payable to each of the eleven (2009:
f)EFZB MM eight) directors were as follows:
2010 2009
HitE e HftMe
Other emoluments Other emoluments
8% BHEA ¥eR  EAEA
HEH  HEER L] HEER
Salaries  Retirement Salaries  Retirement
and benefits and
Name of e other scheme o ok other scheme @
ESp? director Fees benefits contributions Total Fees benefits contributions Total

Tz T Tz FER TAT TiET TET TAT
HK$000 HK$°000 HK$°000 HK$°000 HK$000 HK$'000 HK$'000 HK$'000

G Han Shuwang - 1,570 - 1,570 — 1530 — 530
IER Wang Xiaodong - 1,245 12 1,257 = [,130 12 142
HEe Zang Wei** - 408 - 408 — — — —
IHE# Wang Lijun®* - 306 - 306 — — — -
R Wu Jiang® - - - - - - - -
R Tang Guohong* - - - - - = - =
Y Li Guang - - - - - 0 - yly)
At Fang Shili** - - - - - — _ _
IEE Weang Dechen 150 - - 150 100 - - 100
HER Kan Lai Kuen, Alice 150 - - 150 100 - — 100
RER Gordan Ng 150 - - 150 100 - - 100
450 3,529 12 3,991 300 2872 12 3,184
* BEBFERHE_T-TEL- *  These directors resigned during the year ended 31 December
A=T—HILFEARE - 2010.
 ZEBERFNNAEES - **  These directors are newly appointed during the year.
REEENBE_ZT—TF+_A No directors waived any emoluments in the year ended 31
:‘|‘—E|Lt¢f£551%1f@@ﬂﬁ(:§ December 2010 (2009: Nil).
TNEFE | -
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REEFRESHE «

(b) AfimEHMES

IfuGE=FMERRERL(ZFT
NE M) 2FEZRMURER
RECEE - U (ZFTAF: =
) &sFMER (BRFRZRELZ

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010
12.DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(b) Five highest paid individuals

The five highest paid individuals included two (2009: two) full-
year directors and two directors appointed during the year The
emoluments of the three (2009: three) highest paid individuals

including the two directors appointed during the year were as

MUEE) cMewT : follows:
2010 2009
FET FHET
HK$’000 HK$'000
e REMET Salaries and other benefits 2,681 2,544

MEAXMNFLEA=M(ZEZA
F ) RaFWEEBAZEE
48 3 B 36 £ #8318 1,000,00078 TT °

13.1 8

BE-T-TFt-A=T-ALF
AR R R B B R
B AREHEES AR RH RS
EARE (CEBAE &) -

The aggregate emoluments paid to each of the above three
(2009: three) highest paid individuals for both years did not
exceed HK$1,000,000.

13.DIVIDEND

No dividend was paid or proposed during the year ended 3|
December 2010, nor has any dividend been proposed since the end
of the reporting period (2009: Nil).

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED

123



. 74

124

ma M mRME

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

14.8REF -EXK

ARABEEANRIEZERERBNTE

RIS BB E -

14.EARNINGS PER SHARE - BASIC

The calculation of the basic earnings per share attributable to

owners of the Company is based on the following data.

2010 2009
FET FE T
HK$°000 HK$'000
REFEBRERRF Earnings for the purpose of
2B basic earnings per share 96,065 68,033
KB EE
Number of shares
2010 2009
REFEERERET Weighted average number of shares for
ZMEFHERHEE the purposes of basic earnings per share 3,968,995,668 3,660,858,682

TEMXBRER (£8) BRLF
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BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

I5.INVESTMENT PROPERTY

2010 2009
FET TET
HK$°000 HK$'000
N¥E FAIR VALUE

NG At beginning of the year 23,940 20,520
0 5 3 & Exchange adjustment 420 —

ERIERER Increase in fair value recognised
ZRFEE in profit or loss 6,612 3,420
NS At end of the year 30,972 23,940

rETHEEFRHENREYRL
R BRI -

AEER-_T-TF+-A=+—RH2Z
&é%% $E$ﬁ$ﬁllﬁ% ol
BUGEREEGEMEHREHITA
BARINE B EITRLE o #3785 RI4T
ERARAHEMAEEE - ZBMEE
RE2ZHRBEFINBEURRDEZTHR
SERMEBIEDY -

AEER-_TTNE+ZRA=T—HZ
RENMEZAVFYECHARRESE
E o BUGEREEMEMLEETE
AfEE AN EFHRTZEEDIRE
EZRERIBEUEANERI2TIHE
BELEL -

ASERBEERHS W R KEHER
ARREEAREEMZAAENE #Ea
BELAFERAGE S0 AKRENE
WAREBEMERALR -

The above investment property is located in Shenzhen, the PRC
under medium lease term.

The fair value of the Group’s investment property at 31 December
2010 has been arrived at on the basis of a valuation carried out on
that date by Knight Frank Petty Limited, independent qualified
professional valuers not connected with the Group. Knight Frank
Petty Limited is a member of the Institute of Valuers. The valuation
was arrived at by reference to market evidence of transaction prices

for similar commercial properties in Shenzhen, the PRC.

The fair value of the Group's investment property at 31 December
2009 has been determined by the directors of the Company. No
valuation has been performed by independent qualified professional
valuers. The valuation performed by the directors of the Company
was arrived at by reference to recent market prices for similar

commercial properties in Shenzhen, the PRC.

All of the Group's property interests held under operating leases to
earn rentals or for capital appreciation purposes are measured using
the fair value model and are classified and accounted for as

investment properties.
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

16. 0% - BERRIE

16.PROPERTY, PLANT AND EQUIPMENT

BE RfE EHEE RAR
BELH k#E BERRK BAR BAE
kE*F Plant, Wind I8 e
Leasehold  equipment energy Moulds  Furniture RE
land and and  plant and and  and office Motor ag
buildings machinery equipment tools equipment  vehicles Total
AT AT AT AT AT AT TATL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B COST
RZBENE At | January 2009
-R-A 12,872 50,147 257271 3525 17992 12,066 353873
AE Additions — 5,081 79,183 17856 2,776 3229 108,125
He Disposdl @) (8) - Oy (o) () (18))
R-EBNF At 31 December 2009
TZA=+-H 12,652 54910 336454 21290 19,658 15173 460,137
ERBE Exchange adjustment 24l 974 6,208 364 88 0 8,097
AE Additions — 3,441 [1279 756 4022 2971 32469
FBEBAMN Acquisition through business
BER combination — — — — 1,295 - 1,295
b Disposals 088 QM) BB (%) 06 (390)
HENB T Derecognised on disposal of
nARE a subsidary —(0604) - — O u) Q4 pn)
BIELENE Derecognised on deemed
RARREER disposal of a subsidiary — (7502) — — (179) (1322) (9,003)
RZZ-%% At 31 December 2010
T-A=t-H 12,893 22981 351,894 19,378 23,49 14522 444917

TEMXBRER (£8) BRLF
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For the year ended 31 December 2010

16.PROPERTY, PLANT AND EQUIPMENT (Continued)

BE -#%F HENEE RAR
BELH k#E BERRR BAR BAE
REF  Plant, Wind I& Rf
Leasehold  equipment energy Moulds  Furniture RE
land and and  plant and and  and office Motor ag
buildings machinery equipment tools equipment vehicles Total
AT AT AT AT TATL TATL TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik DEPRECIATION
RZZZAE-A—B Atl Janvary 2009 64 23348 944 2775 14,149 3232 44612
rERE Provided for the year 677 6,933 15432 1,953 [,346 [,779 28,120
b B gy Flminated on disposals 4 (159) - Gy () 6) (1285
RZEENE At 31 December 2009
TZA=t-H 77 30,122 16,376 4,677 14539 5,006 71,447
EXAZ Exchange adjustment 3 539 590 75 38 55 1,330
RERB Provided for the year 678 6397 16,686 2749 2,208 1818 30,536
gy Fliminated on disposes ) (el el (@) (19 (16106)
HEHBAT Eliminated on disposal of
B a subsidiry —(44D) - ) @) (157%9)
RIEHERBAR Eliminated on deemed disposal
B of a subsidary - ) - () o) (60)
R-F-%F At 31 December 2010
TZA=+-H 1,438 10,039 33,191 4,884 5,560 6,146 71,258
BEFE CARRYING VALUES
R-F-%F At 31 December 2010
TZA=+-H [1455 12942 318,703 14494 7,689 8,376 373,659
RZZENE At 31 December 2009
TZA=+-H [1925 24788 320078 16,613 5119 10,167 388,690

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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16.9% - RER®RE @ 16.PROPERTY, PLANT AND EQUIPMENT (Continued)
FREBYE BMENRREZHEBUE The above items of property, plant and equipment are
REBRATEXRFE - depreciated on a straight line basis at the following rates per

annum:

HELHR 3-5%3k 1M #A I B Leasehold land and buildings 3 - 5% or over the unexpired

BT B UREERE lease terms, whichever is shorter
WE - RE Plant, equipment and machinery 9 - 15%

R 9-15%
ROEERE Wind energy plant

R 5-15% and equipment 5-15%

BERTA 25% Moulds and tools 25%
AR Furniture and office

WMAERME  10-25% equipment 10 - 25%
RE 18-25% Motor vehicles 18 - 25%
AEB LRz MERERNPEFAR The Group's property interests shown above were held under
HHD - medium-term leases in the PRC.
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17. 52 17.GOODWILL
THET
HK$'000
B AR COST
R-_ZEENF—H—H At | January 2009 ['1,758
YR B A A IME R Acquisition of additional interest in a subsidiary 704
R-_ZZAFE+-_HA=+—H At 31 December 2009 12,462
W B A Al & Acquisition of interest in a subsidiary 2,899
b 5 Exchange adjustment 36
RZE—ZF+-_A=+—H At 3| December 2010 15,397
B IMPAIRMENT
N_ZZEAF-—HA—BK At | January 2009 and
—EEAFE+ZA=+—H 31 December 2009 3210
FARRBREER Impairment loss recognised during the year 7,284
R-ZZE-ZEFE+_-_HA=+—H At 31 December 2010 10,494
RRE & CARRYING VALUES
R-ZZE-ZEFE+-_HA=+—H At 31 December 2010 4,903
R-ZZZAE+-_A=+—H At 31 December 2009 9,252

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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For the year ended 3| December 2010

17.828 »

RREARME  ERBERFHNA
ZENEREZ=-EBMNREELEN - &
RREZEENE MLBEBRERDIER

BNEERBERNE - THAR-T
—2E A=t -BARERSEN
HEEEEE

17.GOODWILL (Continued)

For the purposes of impairment testing, goodwill with indefinite
useful lives has been allocated to three individual cash
generating units (“CGUs") including the Operation of Wind Farm
segment, the REPM Products segment and the Wind Energy Related
Products segment. The carrying amounts of goodwill as at 3|

December 2010 allocated to these units are as follows:

2010 2009

FET FET

HK$°000 HK$'000

[B35 & & Operation of Wind Farm 2,004 1,968
W+ EHE M REPM Products — 7,284
BAOZEBHEER Wind Energy Related Products 2,899 —
4,903 9,252

FREHBRSREFENE ~EEH®E
BIEMABRER T ERBRAR ([T
HmIEHR]) CHBREBRAANEER
7,284,000 7T - kDA EB L EH
CReEHENHERFBERIERA
oo

K%IE%MEL@W%%%ﬁ%WM
%ﬁ ﬁZﬁﬁmiﬁMﬁ%ﬁ’
%ﬁ%?ZﬁﬁﬂEvﬁﬁﬁW%M%
BREME 2 RRABESREHE
BHEBER 2D AREI33% (ZEF
FUE 11.7%) 2 11.8% K5 » bk ik
E¥RRERRSELENSERR 2
BEMSTHE EEHERCGIMNZER
HoAEMAEEHE T EKRERE
HBaBEKSE -

TEMXBRER (£8) ARAF

After reviewing the cash flow forecast during the year, the Group
recognised full impairment loss of HK$7,284,000 in relation to the
goodwill of Jiangsu Aerospace Wan Yuan REPM Motor Co,, Ltd.
("Jiangsu REPM”) as Jiangsu REPM cash generating unit has sustained

losses continuously for several years.

The Group performed impairment review for the remaining goodwill
based on cash flow forecasts derived from the financial budgets
which was prepared by using the most recent financial results with
projections approved by management at discount rates of 13.3%
(2009: |'1.7%) for Operation of Wind Farm and 11.8% for Wind
Energy Related Products, which reflects current market assessments
of the time value of money and the risks specific to the CGUs.
Management believes that any reasonably possible change in any of
these assumptions would not cause the aggregate carrying amount

to exceed the aggregate recoverable amount.
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18 RBEABT 2R I8.INTERESTS IN ASSOCIATES
2010 2009
FET FET
HK$’000 HK$000
FEEMIRE 2K A Cost of unlisted investments 268,510 182,252
0 5 3B Exchange adjustments 20,549 16,644
R 1 Yo B 12 1|l Share of post-acquisition profits and other
HthZ2EKA - MERIRE comprehensive income, net of dividend received 34,901 28,384
323,960 227,280
A LETREKA 2 HE681,0008 T Included in the cost of unlisted investments is goodwill of
(ZZZNF : 4,644,000 7T) KB i HK$681,000 (2009: HK$4,644,000) arising on the acquisition of
BeEna e associates.
AEBERIBRAEEBEBERAZE The Group has discontinued recognition of its share of loss of an
B-AEERBERERZEEBRER associate. The amount of unrecognised share of loss of the associate,
AERE RBEaERmMELTgHE extracted from the relevant management account of the associate,
B w@r: both for the year and cumulatively, are as follows:
2010 2009
FET FET
HK$’000 HK$000
AERRERZER Unrecognised share of loss of
BERAER associate for the year — (284)
REt AR Z EIG Accumulated unrecognised share of
BERAER loss of an associate (79,939) (79,939)

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 131



. 74

e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

1B REBEATZHER » I8.INTERESTS IN ASSOCIATES (Continued)

AEBEBERRZBAMBENWT : The summarised financial information in respect of the Group's
associates is set out below:

2010 2009
FET FE T
HK$°000 HK$'000
EEBT Total assets 3,625,738 3,722,803
BEERE Total liabilities 2,191,655 2,613,939
BEFE Net assets 1,434,083 [,108,864
AEEREBERAIZ Group's share of net
BESFE assets of associates 323,279 222,636
KA Revenue 573,158 748,978
A EF A Profit for the year 170,082 126,962
AEBEREBEDAERS Group's share of results of associates 33,689 25,095
AEERN-_T-TF+_A=t—Hx Details of the principal associates of the Group at 3| December
FEBENAFBEHNRMEL0- 2010 are set out in note 40.
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19.REREREEZER

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

19.INTERESTS IN JOINTLY CONTROLLED

ENTITIES

2010 2009
FET FHET
HK$°000 HK$'000

RERZHEB LT Cost of unlisted investments in jointly controlled
BERA - HBRWERAMRS  entities, net of pre-acquisition dividend 1,766,841 1,763,643
ER AR Exchange adjustments 124,576 06,039
FEME BB R E A - HIBRARE  Share of post-acquisitions profits, net of dividend 71,789 28,204
i EEFE Share of net assets 1,963,206 1,897,886
B EERZBESE Less: Impairment loss recognised (741,137) (843,769)
1,222,069 1,054,117

FLEMEEXABIERREHLRESE
RS imE 4 2 782 1,156,106,000% T (=
ZTNE :1,1565,343,000) © HEF 0 =
ZELFEEZHER,155,343,000%
TC T N E 763,000 7T AL E M A

ﬁﬂ*ﬂ%*%ﬁﬁ&/&ﬂ(D‘I;éﬂ@%%
) b%EEIME & o

R AEEREBERN —MERZHE
itﬁf*ﬂm%ﬁ%mﬂ%,\,ybﬁﬂﬁ
Al([tRERRE]  RERETEED
&hf@%»)ﬂ%ﬁa@ﬁﬁ@@%@m@@
18102,632,000/% 7T (72 1B 1 F £ FE R
{E E518339,360,000/ TL 2 ) °

BREFEEBEIRATE EREBE
CAFEZERBPBECEMBRBEEXA
20% R-_ZE—ZFF-_F-+=-H 1t
REREERRHRMOE]ER &
—FHEAZAH20%H D E15% .2 FHRE
2 RERAMITALREREBERS
BoRAEE  RAREHERE ES
ZAMEEBEEN DI REEEHT
ZEBEBENER -

Included in the cost of unlisted investments is goodwill of
HKS$1,156,106,000 (2009: HK$I,155,343,000) arising on the
acquisition of jointly controlled entities with an amount of
HK$1,155,343,000 arisen in 2007, while HK$763,000 arose during
the year for additional interest of 5% in Jiangsu CASC Energine Wind
Turbine Manufacture Co. Ltd. (“Jiangsu General Assembly Plant”).

During the year, the Group made a reversal of impairment loss of
HK$102,632,000 (out of the impairment loss previously recognised
in prior years of HK$339,360,000) in relation to the carrying amount
of an interest in a jointly controlled entity, Beijing Delphi Wanyuan
Engine Management Systems Co. Ltd. (“Beijing Delphi"), which is
engaged in the manufacturing of automotive engine management

systems and components.

Pursuant to the relevant laws and regulations in the PRC, the
applicable PRC Enterprise Income Tax rate for Beijing Delphi was
20% in prior year. On 22 February 2010, Beijing Delphi was classified
as “High Technology Enterprise” and entitled to a tax reduction from
20% to 15% for three years which will be subject to renewal by
Beijing Delphi before expiry. The preferential tax rate granted to
Beijing Delphi contributed to the increase of the recoverable amount

of interest in the jointly controlled entity in the current year.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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19.

REREFHEEZER @

RZZENF  ASEERILRERER
= 2 FR T {8 % [ 5l B &5 48 55,189,000%
T(RBAEFERRREE B
394,549,000 7T 2 H) ° FE BT HT
LZHERELSEED  FZBR_ZZTAH
FE_T——FEHRHAEREBEZE
z&mmiﬁﬁ'ﬁﬁﬁﬂﬁﬁ\—
ThAEEHRERHEENER - K=

NE - \Aﬂ¢ﬂa%%52ﬂ%@@
BENMEZHRZENBEN P BT
BHERER -

HAZHEEREZ KOS BERER
ERTEFERER(BRBTAEEEN
EHHRRHEREL 2B ALRS
MERE) MER - REEEX15%(ZF
ENE  15% BERFHAE R E
BEAZGHEREESRABRERRR 2
RirmGdt EREREHECE
B ZEARRNERKARFHER
KA%:tE - AEHUIZRERERE
TE IR R 3.5%(E H Hekf o

TEMXBRER (£8) ARAF

19.INTERESTS IN JOINTLY CONTROLLED

ENTITIES (Continued)

In 2009, the Group made a reversal of impairment loss of
HK$55,189,000 (out of the impairment loss previously recognised in
prior years of HK$394,549,000) in relation to the carrying amount
of Beijing Delphi. The government of the PRC has introduced a
number of policies and incentive subsidies to encourage the
development and consumption of low emission automobile
manufactured in the PRC from the years of 2009 to 2011, and the
jointly controlled entity has recorded an increase in sales of products
in 2009. The increase of the recoverable amount of the interest in
the jointly controlled entity in 2009 was mainly attributable to the
increase of sales growth after the introduction of these new policies
in the PRC.

The recoverable amount of interest in the jointly controlled entity is
determined by management from value in use calculations by
estimating the Group's share of the present value of the estimated
future cash flows expected to be generated by the jointly controlled
entity covering a 5-year period at discount rate of 15% (2009: 15%),
which reflects current market assessments of the time value of
money and the risk specific to the investment in the jointly
controlled entity. The growth rate being used for the 5-year period
for operation of the jointly controlled entity is 4% based on financial
budgets approved by management. Cash flows beyond the 5-year
period are extrapolated using a steady growth rate of 3.5%.
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19 REREFEEZES @ 19.INTERESTS IN JOINTLY CONTROLLED
ENTITIES (Continued)

BEREZANGRELASERGZCARE The summarised financial information in respect of the Group's
HAZEHER 2B AN B ENET M jointly controlled entities attributable to the Group's interest which
T 8 are accounted for using equity method is set out below:
2010 2009
FET TR
HK$’000 HK$'000
EREEE Non-current assets 398,603 157,416
mEEE Current assets 773,413 694,605
ERBAE Non-current liabilities (202,069) —
mEBEE Current liabilities (529,634) (481,806)
EEFE Net assets 440,313 370,215
KA Income 1,584,196 1154122
B Expenses (1,426,397 (1,062,209)
RE R Profit for the year 157,799 91,913
AEER-_Z-ZEF+-A=+—-RB2 Details of the principal jointly controlled entities of the Group at 31
F EHREHI BB BN T40 - December 2010 are set out in note 40.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 135



e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010

20.RITEHHER 20.FIXED BANK DEPOSITS
RZZE—THF+=A=+—8 #7F At 31 December 2010, bank deposits that carry fixed interests rates
R BEEFHENF2.25%F3.33% (= which range from 2.25% to 3.33% (2009: 2.25% to 3.33%) per
TTNF :225%%3.33%) ' REEE annum with carrying amounts of HK$I11,996,000 (2009:
A 11,996,000 ¢ (= 2T fL &F HK$148,200,000) which cannot be redeemed before their maturity
148,200,000/ 7T) ° Z F#HRTF R dates. An analysis of the maturity of these deposits are as follows:
HBRMTARR - ZEFEHRZIHE D
wMT
2010 2009
FHET FHET
HK$’000 HK$'000
—FEEHeE Amount due after one year 11,996 91,200
—FREBHeE Amount due within one year —_ 57,000
11,996 148,200
21.58 21.INVENTORIES
2010 2009
FHET FET
HK$°000 HK$000
R Raw materials 88,973 30,381
E8 @ Work-in-progress 26,315 21,735
ZURK Finished goods 14,643 24712
129,931 76,828
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BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

22. TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are trade receivables of
HK$177,392,000 (2009: HK$50,770,000). The Group allows credit
periods for 90 days on average to its customers for sales of goods
and rendering of services. At the discretion of the Executive
Directors, several major customers were allowed to settle their

balances beyond the credit terms up to one year The following is an

RN G (MREE NREHRTER aged analysis of trade receivables, net of allowances, presented based
ZEREDT - on the invoice date at the end of the reporting period:

2010 2009

FET FET

HK$°000 HK$:000

30 A Within 30 days 136,274 18,604
31£90H Between 31 - 90 days 24,258 19,531
91£180H Between 91 - 180 days 9,408 833
181£365H Between 181 - 365 days 5,125 4,080
iR —F Over | year 2,327 7722
177,392 50,770
AEEESRRFERODERDASE Included in the Group's trade receivable balance are debtors with

16,860, 000/%7EZMSZEE?A"( ZTN
£ : 12,635,000 L) * ZEHERER T
SEHEEHS MASEEHARBERES
B AEEUIFERSHer o FME
R ZERMER 2 FH KRR £365H
(ZZZNF : 365R) -

o

aggregate carrying amount of HK$16,860,000 (2009:
HK$12,635,000) which are past due at the reporting date for which
the Group has not provided for impairment loss. The Group does

not hold any collateral over these balances. The average age of these
receivables is 365 days (2009: 365 days).

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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2B REMERKRR &
BRBEREEYESERKOERD

22. TRADE AND OTHER RECEIVABLES (Continued)

Ageing of trade receivables which are past due but not impaired:

T
2010 2009
FET FHET
HK$°000 HK$'000
91£180H Between 91 - 180 days 9,408 833
1812 365H Between |81 - 365 days 5,125 4,080
iR —F Over | year 2,327 7,722
k] Total 16,860 12,635

REE—RE /A EB365H A EKR
E28RE  ERBAERR %258
#1365 B & B R — R BRI E - BT
ESNRRTRREEHZETIER
BN o

REBELDOT -

The Group will normally provide fully for all receivables overdue 365
days because historical experience is such that receivables that are
past due 365 days are generally not recoverable, except for some
major customers with longer credit terms at the discretion of the

Executive Directors.

Movement in the allowance for doubtful debts:

2010 2009
FET FE T
HK$°000 HK$'000
F ) 4R Balance at beginning of the year 144,202 138,664
MIHFARAYE 2 ¢ HE Amounts written off during the
year as uncollectible (4,349) —
BRI F 2 BEERBEREE Impairment losses recognised
in respect of trade receivables 1,332 5538
FREB Balance at end of the year 147,185 144,202

REBBEBKERN5E3, RRFRA
BAREYESAR SN ERRENE
SRMERR - AREY B % FHBRT
AEMERSD -

138 HEMABRER (£8) ERAF

The balance of the allowance for doubtful debts are individually
impaired trade receivables which have been overdue 365 days or/
and have no material transactions with the Group during the year.

The Group does not hold any collateral over these balances.
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23.

REMTATEERN  AEEZHTE
EHLHKAEIHEER P 2EEE
EZERATE %FIEZ1 ERFE -BTEFZ
@ﬁ@%%@ﬁ*”ﬁﬁ&kﬂm%m
e AEEEEBAEEREZEER
8 ' 90% (ZTENEF ¢ 70%)%3%}7’51&
BT 1 H 7T AR (B o

RZZE-—ZTF+A=+—HitALXE
BrHMERRESHBRELTHBAR
JE #2 A% A% 52,320,000 T (Z T T A,
F : 8,459,000 - ) Z B X

12,969,000% w (= T T h &

9,884,000 7T) 2 I — R AR ZEHIE
B RE RTEAMKHBAREER
M 28 4£12,496,0008 T (ZET A,

F 182,916,000 7T) « HEHE AR E
U 512,890,000/ 7T (ZEZ N F : &)

R EKZE1E110,581,0008 T (Z T T H
F 112,308,000/ 7T) - AEBATAENR
ZERMEFE ZRRHEIBE AR -

FEMy FE B & AT

BB/
REBREE -

ARIRBELA 28
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22. TRADE AND OTHER RECEIVABLES (Continued)

Before accepting any new customer, the Group’s Executive Directors
and marketing team would assess the potential customer’s credit
quality and defines credit limits by customer. Limits attributed to
customers are reviewed regularly with reference to past settlement
history. 90% (2009: 70%) of the trade receivables that are neither
past due nor impaired have the best credit history managed by the
Group's marketing team.

Included in the Group’s other receivables at 31 December 2010 are
advance to non-controlling shareholder of a subsidiary of
HK$2,320,000 (2009: HK$8,459,000), dividend receivable from a
jointly controlled entity of HK$12,969,000 (2009: HK$9,884,000),
deposits for purchase of materials for subsidiaries in the PRC of
HK$ 12,496,000 (2009: HK$82,916,000), receivables from disposal of
associates of HK$12,890,000 (2009: Nil) and bills receivable of
HK$ 110,581,000 (2009: HK$12,308,000). All bill receivables of the
Group are aged within 90 days at both years.

23.AMOUNTS DUE FROM/TO ASSOCIATES

The amounts due from/to associates are unsecured, non-interest

bearing and are repayable on demand.

FEUE & R R BEEE) Movement in the allowance for amounts due from associates:
2010 2009
FET FET
HK$’000 HK$'000
F ) 4 ok Balance at beginning of the year 23,383 35,335

@ 2 2 BUR (B R Recovery of fully impaired receivable

R NP2 from an associate - (11,952)
FIREER Balance at end of the year 23,383 23,383

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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24.F& W 3t F 2= H B RS K

EWERZEHERREEERTHRAE
% E 8840,600,0008 L A EIKIE - FF
BEEME486%REANR_FT——FA
A B8 o £ %40,280,000% T A& & K&
B 2B RIEERERE -

MITHEERCHRBRITHER

RITERERRITHER

HRITAEEA120.01% 20.36 % 2 T 35 F Fi|
(ZETAF  0.01%%E0.81%) 51 & °

B RTEHIL0.36% 2 BT F Fi|
(ZZTHF :0.36%) :t & - DHEIFER
7117 5732,644,0008 L (ZEENF :
97,851,000/ ) A% TRITRIE 2 RE
& UHBEARDEE  EERN=_F—
—F=ZRABEEHRBEERER -

TEMXBRER (£8) BRLF

24.AMOUNTS DUE FROM JOINTLY

CONTROLLED ENTITIES

Included in the amounts due from jointly controlled entities is an
amount of HK$40,600,000 loan to a jointly controlled entity, which is
unsecured, bears fixed rate interest of 4.86% per annum and is
repayable in June 201 |. The remaining balance of HK$40,280,000 is

unsecured, non-interest bearing and is repayable on demand.

25.BANK BALANCES/PLEDGED BANK

DEPOSITS

Bank balances/pledged bank deposits

Bank balances carry interest at prevailing market rates which range
from 0.01% to 0.36% (2009: 0.01% to 0.81%) per annum.

The pledged bank deposits carry fixed interest rate of 0.36% (2009:
0.36%) per annum. The pledged bank deposits amounting to
HK$32,644,000 (2009: HK$97,851,000) have been pledged to secure
certain bank facilities and are therefore classified as current asset. It
will be released in March 201 | upon the settlement of the related

borrowings.
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26. TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables of
HK$ 166,585,000 (2009: HK$47,429,000). The Group normally
receives credit period for 30 to 90 days from its suppliers. The

following is an aged analysis of trade payables based on invoice date

at the end of reporting period:

2010 2009

FET FHET

HK$°000 HK$'000

30B A Within 30 days 112,434 20,489
31£90H Between 31 - 90 days 33,471 14,419
91£E180H Between 91 - 180 days 5118 2,72
181%365H Between 81 - 365 days 3,167 2,317
Hid—F Over | year 12,395 7,483
166,585 47,429

AZFE—ZTF+-B=+—H8 it AKX
KEZEMENREERETIREMNK
1B 14,227,0008 & (Z T L &
33,925,000/ 7T) ~ FE T T34 6 M i s
RE4,176,0008 T (Z2TN : &) RE
TR F 819,745,000 0 (=2 %
U4 : 43,513,000 7T) °

27. (R 1B

REBRBEEZTREASERAHEE
B2 RIEEE 2 REM K EEEMNR
ARERHEEHREGBFTZHRE -

Included in the Group's other payable at 31 December 2010 are
accruals for construction work of HK$14,227,000 (2009:
HK$33,925,000), dividend payable to non-controlling interests of
HK$4,176,000 (2009: Nil) and receipt in advance from customers of

HK$ 19,745,000 (2009: HK$43,513,000).

27.WARRANTY PROVISION

Warranty provision represents the present value of the directors’

best estimate of the future outflow of economic benefits that will be

required under the Group's obligations for warranties of local sales

of wind turbines.

RIERBE Movement in the warranty provision:

2010 2009
FET FHET
HK$’000 HK$'000
E 7 &8 Balance at beginning of the year 12,032 —

PE i 35 2 Exchange adjustments 211
MRS Additional provisions recognised 8,883 12,032
BB E Utilisation of provision (2,635) —
ER 7w Balance at end of the year 18,491 12,032
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28.f88& 28.BORROWINGS
2010 2009
FET FET
HK$’000 HK$'000
RITEPER (K sta) Short term bank loan (note a) 116,000 285,000
RITRBER (H3ED) Long term bank loan (note b) — 130,000
REREHE R (Fistc) Short term shareholder’s loans (note c) 614,800 —
REKBER (Hsc) Long term shareholder’s loans (note c) 228,520 767,790
HitRBER (H3Ed) Long term other loans (note d) 87,000 94,620
1,046,320 1,277,410

B IIRRBRERA Less: Amount due within one year under current

—FREREZHKEA liabilities (730,800) (285,000)
—FRE Bz 08 Amount due after one year 315,520 992,410

AEEEEZEMMAMBIT :  The maturity of the Group's borrowings

is as follows:

—F R Within one year 730,800 285,000
MEERF Between two to five years 228,520 897,790
BBAF Over five years 87,000 94620
1,046,320 1,277,410

TEMXBRER (£8) BRLF
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ZABEBRAFREBTMAEZINER
AMAR KT BEREERA ([MAF
REH]) FAXEN) BAZERE R
& 843,320,000 1T % A R B
727,000,000t ( = T T fL &
767,790,000/ 7t 5k A K % 673,500,000
7T) ° FAFILE 562,060,000/ 7T 5k
A R #53,500,0007T °

FZHEREER  REATFEMNEITNE
6% = F 5T 8 o H3614,800,0007% JT 5%
AR # 530,000,000 (Z TN F -
543,210,000/ 7T 3 A R # 476,500,000
JT) B K 228,520,000/ T &% A B
197,000,000t ( = T & h #F
224,580,000/ 7T 5% A & # 197,000,000
AR T——FNAR=-T—NF
MAEE -

B R R — R B A R FEE R
# fJ 2 B 387,000,000 7T 3k A R ¥
75,000,0007T (= FF N4 : 94,620,000
Bk AR #83,000,0007T) ° ZFIAR
BER  RETFNE6.2%1 8 REAR
T+ ARBEE A%
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28.BORROWINGS (Continued)

Note:

(@)

The amount at 31 December 2010 represents unsecured bank loan of
HK$ 116,000,000 or RMB100,000,000. The amount bears fixed-rate
interest at 5.31% per annum. The amount at 3| December 2009
represented of HK$285,000,000 or
RMB250,000,000. The amount bore fixed-rate interest at 5.31% per

annum and was fully repaid during the year

unsecured bank loan

The amount at 3|1 December 2009 represented unsecured bank loan
of HK$130,000,000. The amount bore floating-rate interest at Hong
Kong Interbank Offered Rates (“HIBOR") plus 1.95% per annum and

was fully repaid during the year.

The amounts represent loans advanced from CALT through CASC's
subsidiary, Aerospace Science and Technology Finance Co., Ltd.
("ASTF") as the trustee in aggregate amounting to HK$843,320,000 or
RMB727,000,000 (2009: HK$767,790,000 or RMB673,500,000) with
HK$62,060,000 or RMB53,500,000 additionally raised in the year

The amounts are unsecured, bears fixed-rate interest ranging from 3.7%
to 6% per annum. Loans of HK$614,800,000 or RMB530,000,000
(2009: HK$543,210,000 or RMB476,500,000) and HK$228,520,000 or
RMB 197,000,000 (2009: HK$224,580,000 or RMB197,000,000) are
repayable in April 201 | and April 2014 respectively.

The amount represents a loan of HK$87,000,000 or RMB75,000,000
(2009: HK$94,620,000 or RMB83,000,000) advanced from a non-
controlling shareholder of a subsidiary. The amount is unsecured, bears
fixed-rate interest at 6.2% per annum and is repayable in full in
November 2020. During the year, principal in the amount of
HK$9,280,000 or RMB8,000,000 was early repaid.
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29 EEHIIR 29.DEFERRED TAXATION
REHNNHMBEMRAEMS - BEFELEHE For the purpose of presentation in the consolidated statement of
BERBBE FHE - UTRAMKE financial position, certain deferred tax assets and liabilities have been
Wi s 2 BRERIBELRDN offset. The following is the analysis of the deferred tax balances for

financial reporting purposes:

2010 2009
FET FHET
HK$°000 HK$000
RN IE & B Deferred tax assets 5,022 —
ERERIBEE Deferred tax liabilities (17,979) (10,026)
(12,957) (10,026)
AEECHACEARENRIBEE (B The following are the major deferred tax liabilities (assets)
E)MT o recognised by the Group.
WEAR
NEREFE  NRER B &HERER
Accelerated Revaluation ~ HEFE (W) Undistributed
tax of Tax Others profits of g
depreciation  properties losses (note)  subsidiaries Total

TAT TEL TEL TEL TEL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RZFEAE-F—H  At! January 2009 9 576 (90) — 5812 7,389
Bax (54) < (Credit) charge to profit or loss 9 855 90 - 4512 5366
REHZBEEAR  PRCwibholdng tax paid - . . — oy e
RZETAF At 31 December 2009

tZA=1-H — 2431 — — 7,595 10,026
Bax (Hg) 2 (Credit) charge to profit or loss - 1,697 - (5002) 9302 5977
ExfizeEBNR  PRCwithholding tax paid — - - - (3,046) (3,046)
RZE-%F At 31 December 2010

tZA=1-H — 4128 — (5022) 13851 12,957
fif &t Note:

RESRLIEZRBAMB RREBRBESE 2K The amount mainly represents temporary differences arising on government
R o grants and warranty provision.
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R-Z—ZTF+_F=+—0 ~%£H
fEt B R AT IBEHE4565,516,00074
T (ZZ TN ¢ 410,639,000 70) A 1E
WIHABR 2R - FA - HRREEMET
B 2&MIR - MABRNIBEERE
REEREELEE - ABERBEER
390,199,000% Tt (= T T 1L F

253,884,000 7T) A] T EBHI 45 o H
BRABRREBEEBNAF A -

R-F—ZTE+-_A=+—80 ~£E
W 5 ] #1105 6 B = %883,036,00078 7T (=
ZTHE : 82,700,000/ 7T) ° AR TA
] B2 2 A AR B0 A1) DA B FA AT 406 B s =
BOMERLAINMBEREEERET
MBEE -

BERBECEMGHRE BZTTN\F
—A—Bi - PENELD RS
EROBREZEHMENS - AEZE
B BT B A AR 2 Bt v I R B = B 2 IR
{E i TEH13,851,0008 L (Z BT N F ¢
7,595,000 ) B EH B - ARASE
B A ERREE o BEIRRE - g
ERPEANBRARARIEENGEREE
14,661,000 = ( = T T 1 F
14,661,000/ 7T) iR & B K+ B
B MENZEUATETERATRA
R o
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For the year ended 31 December 2010

29.DEFERRED TAXATION (Continued)

At 31 December 2010, the group has estimated unused tax losses of
approximately HK$565,516,000 (2009: HK$410,639,000) available
for offset against future profits. No deferred tax asset has been
recognised in respect of the tax losses during the year due to
unpredictability of future profit streams. Included in unrecognised tax
losses are losses of HK$390,199,000 (2009: HK$253,884,000) that
may be carried forward indefinitely. The remaining unrecognised tax

losses will expire within five years.

At 31 December 2010, the Group has deductible temporary
difference of HK$83,036,000 (2009: HK$82,700,000). No deferred
tax asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit will be
available against which the deductible temporary difference can be

utilised.

Under the EIT Law of PRC, withholding tax is imposed on dividends
declared in respect of profits earned by the PRC subsidiaries from |
January 2008 onwards. Deferred taxation of HK$13,851,000 (2009:
HK$7,595,000) has been provided in respect of temporary
differences attributable to those undistributed profits of the PRC
subsidiaries. Deferred taxation has not been provided for in the
consolidated financial statements in respect of temporary differences
attributable to undistributed profits of the PRC subsidiaries
amounting to HK$14,661,000 (2009: HK$14,661,000) as the Group
is able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences will not

reverse in the foreseeable future.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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30.1 T 4 BY

R-ZBE-ZF+-_A=+—8 B#
818,049,000 T (ZZZTNF : &) T8
RTBERAHBEAREENE - BE &
FREREMK T 2MHE) - ZEBBR
BHRENE  BERRBAIERFHE
BEFERBHMER °

30.GOVERNMENT GRANTS

At 3| December 2010, government grants of HK$8,049,000 (2009:
Nil) mainly represent subsidies granted by PRC government
authorities for the purpose of financing the acquisition of property,
plant and equipment.The amount will be recognised in profit or loss
over 35 years according to the useful life of the relevant property,

plant and equipment.

2010 2009
FET FET
HK$’000 HK$000

REBRMIELZ D Analysed for reporting purpose as:
FRBEE Non-current liabilities 7,809 —
mBAE Current liabilities 240 —
8,049 —

TEMXBRER (£8) BRLF
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1.’ A 31.SHARE CAPITAL
Number of shares Amount
BRHEEE BRAEE
HK$'000
FA&x
BIREE0.108 T2 LAk Ordinary shares of HK$0.10 each
ETE Authorised:
R-ZZZAF—-A—B " At | January 2009,
—TENFF+_A=+—H ' Kk 31 December 2009, and
—E-ZEF+_-_A=+—H 31 December 2010 [0,000,000,000 1,000,000
BEITREAR : Issued and fully paid:
R-_TZENFE—F—H At | January 2009 3,623,995,668 362,400
o & KRB AR (P 5T) Placing and subscription of
shares (Note) 345,000,000 34,500
—ZEEAE+-_A=+—HEK At 31 December 2009 and
—Z—ZTE+-_A=+—H 31 December 2010 3,968,995,668 396,900
Kz - Note:

RZZZENF+—A+H  RARRBREATK
DEE KA K BRI IR TR 0.80% T
REBFA - %17345,000,0000 F A& EE0.10
BTHRMDAARES - EEERERFREX
BEFEAREERANEEER  RSEEER
i RIEFATE -

On 10 November 2009, the Company issued 345,000,000 shares of
HK$0.10 each for cash under the placing of existing shares and top-up
subscription of new shares at the price of HK$0.80 each. The management
intended to use the net proceeds for developing wind energy projects,
improving the capital structure of the Group as well as enhancing market

capitalisation.
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32.

BXEIGER

AREEREEN  BRAKBEASE
BREAKELE RAETEBELAR
HEGs s TEAMARRERRSEE -
AEEBRBRRBEAEFREIE -

AEBZBEARBAGE  EPBRENM
HBEBEZRE (NRRAERAEFE
M ARKRRGE AEEER (BFEE
BOBRALFERERREER) °

AEEEEEERRIEARE - BH
BEBEARKAREEE NI ARE
Rk SEeVEEBEANRE

TEMXBRER (£8) BRLF

32.CAPITAL RISK MANAGEMENT

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

prior year.

The capital structure of the Group consists of debt, which includes
the borrowings disclosed in note 28, net of cash and cash equivalents
and equity attributable to owners of the Company, comprising issued

share capital, reserves and accumulated losses.

The management of the Group reviews the capital structure
regularly. The management considers the cost of capital and the risks
associated with each class of capital, and will balance its overall

capital structure.



e B AS ERaR M At

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3B3.&RTHR

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

33.FINANCIAL INSTRUMENTS

ERTHEER Categories of financial instruments
2010 2009
FET FET
HK$’000 HK$000
EREE Financial assets
B R EBRK Loans and receivables (including cash and cash
(BEReRREEEY) equivalents) 965,346 1,235,471
TREE Financial liabilities
B AN Amortised cost 1,219,706 1,335,756

SHMEREEEFERBR

AEB IEZESRIABEEI REM
R - o e B DR B

R aﬁg A E}fﬁﬁﬂi TEF R
TEMER BHRLEBRE BHR
ﬁm}?’éﬁﬁﬁm&%?ﬁ ARzEe@T
B7HBERNEMERNRE - BEXE
ETRIAZARIKBEZSERZHR
HRTX e

tRIAEHASEC AREFEZERE
Z o EHEEERERZEAR - AR
REEREEARZEERK - NEE
AR zEERR  mHEEBRRETHE
ERRIHEHERRFERR AL
mgE o

Financial risk management objectives and policies

The Group's major financial instruments include trade and other
receivables, amounts due from/to associates, amounts due from
jointly controlled entities, pledged bank deposits, fixed bank deposits,
bank balances and cash, trade and other payables and borrowings.
Details of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments and the

policies on how to mitigate these risks are set out below.

The financial instruments are fundamental to the Group'’s daily
operations. The management manages and monitors the exposures
to ensure appropriate measures are implemented on a timely and
effective manner. There has been no change to the Group's exposure
to credit risk, market risk and liquidity risk or the manner in which it

manages and measures the risk.
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33.

2T H
SHERTEEERKE (&)

FERR

AEEMAZZBEARBRDEH AR
T ZEFF+-_A=+—HBAHKETEE
BERRSEERCREEZEMT - A
FINGEMBRENZSEEZERE
B BEGERRBRERE ASEE
BECHERAREREEEMNES
EEFAREZET EAMEREME
RIEF  ABERERBETEKRE B
B c AEBRAZFPRAARF 2B
SEBERSAERLE S EKERD
57% (ZZFTAF : 18%) £92% (ZTF
NE 1 61%) EERREF - AEETE
HEXT-BHRRFZKESE %
BRATEKE 2 NBEEREH 2 ME
BE -FUME  ARAEZEERAE K
SEZEERBREBZERE - 5 - K
SERAHASEYE DA REREH
BRI VBREEBRETR 2T
&E%%%ﬁ%%#ﬁvuﬁv$ﬁl
BRERE SRR RERZEGEENE
ZEERRK -

E#T KR ERNEREZEZRT &
TERZEERRGBE

TEMXBRER (£8) ARAF

33.FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31
December 2010 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated statement of financial position. In order to minimise the
credit risk, the management of the Group has formulated a credit
policy and delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts. The Group
has concentration of credit risk as 57% (2009: 18%) and 92% (2009:
61%) of the total trade receivables due from the Group's largest
customer and the five largest customers respectively. The Group
reviews the recoverable amount of each individual trade receivable
regularly to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the Company
consider that the Group's credit risk is significantly reduced. In
addition, the Group monitors the exposure to credit in respect of
the amount due from associates and jointly controlled entities
through exercising influence or control over their financial and
operating policy decisions and reviewing their financial position on a

regular basis.

The credit risk for bank deposits is considered minimal as such

amounts are placed in banks with high credit ratings.
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33.FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Market risk

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to
variable-rate bank balances for 2010 and 2009 (note 25 for details)
and variable-rate bank borrowings for 2009 (note 28 for details). The
management continuously monitors interest rate fluctuation and will

consider further hedging interest rate risk should the need arise.

The Group is also exposed to fair value interest rate risk in relation
to fixed-rate borrowings (note 28 for details) and fixed-rate bank
balances (notes 20 and 25 for details) and amounts due from jointly
controlled entities that bear fixed interest rate (note 24 for details).
The management monitors interest rate exposure and will consider
repaying the fixed-rate bank borrowings when significant interest

rate exposure is anticipated.

The Group's exposures to interest rates on financial liabilities are
detailed in the liquidity risk management section of this note. The
Group's cash flow interest rate risk is mainly concentrated on the
fluctuation of HIBOR.

Sensitivity analysis

The sensitivity analysis below have been determined based on the
exposure to interest rates for variable-rate bank balances at the end
of the reporting period and the stipulated changes taking place at
the beginning of the year and held constant throughout the year.

If the interest rates on variable-rate bank balances have been [0
basis points (2009: 50 basis points for variable-rate bark balances
and variable-rate bank borrowings) higher/lower and all other
variables were held constant, the Group’s post-tax profit would have
increased/decreased by approximately HK$381,000 (2009:
HK$2,337,000).
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33.FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Market risk (Continued)

Currency risk

The Group has minimal currency exposures as the majority of
transactions and balances were denominated in respective functional
currencies of group entities. The Group currently does not have a
foreign currency hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging significant
foreign currency exposures should the need arise.

Liquidity risk

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

covenants.

The Group relies on borrowings from CALT as a significant source
of liquidity. In the opinion of directors, adequate sources of funding
are available to enable the Group to meet in full its financial
obligations due for the foreseeable future and manage its liquidity

position.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities based on the agreed
repayment terms. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay. The table includes
both interest and principal cash flows. To the extent that interest
flows are floating rate, the undiscounted amount is derived from

interest rate curve at the end of the reporting period.
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33.FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)
Liquidity risk (Continued)

Liquidity and interest risk tables

il 337 3 1]
REAE RehE
Weighted 3faR £%
aversge  WEXR  OMER  1Z38A 3k ENE Tt EKAf
effective Zf Less than I3 3months 1258 Over undiscounted  Carrying

interest rate Ondemand I month ~ months  tolyear |-Syear  Syears cashflows  amount

tér  TEr  TEr  TEr  TEn  TEr  TEr  TEx
% HKSOOD  HKSOOD  HKSOOD  HKSOOD  HKSOOD  HKSOO0  HKSODD  HKSOOD

Z3-%8f 2010
% Non-derivative financial
REE liabilties
EARAMERR Trade and other payables - — TS 80700 24575 - — ]88 172,868
BFE-E& Borrowings - fied rate 514 - - —  TA6468  STOAL 151327 1,161,736 1,046,320
EfBERAR Amounts due to associates - 518 - - - - - 518 518
SI8 67593 80700 TTILOA  LST94IST32T 1335122 1,219,706
ZEENE 2009
¥k Non-derivative financial
SHAR liabilities
BARAMERNR Trade and other payebles - 4407 10850 21692 79! 11380 — S0 5649
BE-E8 Borrowings - ixed rate 518 — — — 5089 Tees 2608 13083 1147410
RE-F& Borrowings - floating rate 208 - 205 4 2028 133380 - 136,084 130000
ERBERA Amounts due to associates = 1,856 - - = - - 1,856 1,856
6263 N5 1033 50 0845 26078 IS5 1335756
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34.
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For the year ended 3| December 2010
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33.FINANCIAL INSTRUMENTS (Continued)

Fair values

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow.

The directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the consolidated

financial statements approximate to their fair values.

34.ACQUISITION OF A SUBSIDIARY

In February 2010, the Company has entered into an agreement with
Emergya Wind Technologies B.V., an independent third party to
acquire additional 40% equity interest in Directwind Sales, an
previously 25% owned associate of the Company established in
Beijing, the PRC, at a consideration of RMB,600,000 (equivalent to
HK$1,824,000). Directwind Sales is principally engaged in the sales of
wind turbines. Upon the completion of acquisition, the Company
holds 65% equity interest in Directwind Sales. The transaction was
completed in May 2010. Details of the acquisition were set out in
the Company's circular dated 30 April 2010.
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4 WEERBAT @ 34.ACQUISITION OF A SUBSIDIARY (Continued)
REGMGEFEEREEEZEEHIIN The net assets acquired in the transaction, and the goodwill arising,
s 8 are as follows:
T
HK$'000

FisREE(8E) Net assets (liabilities) acquired:
Ve Property, plant and equipment 1,295
2 5 & H b B UK Trade and other receivables 68,877
JE Wt AL R 42 ) B 8 5K Amount due from jointly controlled entities 40,280
IRITEHRRIRE Bank balances and cash 10,817
EHREMENK Trade and other payables (122,923)
(1,654)

FAWBEEEE Goodwill arising on acquisition:
EEAE Consideration transferred 1,824
0 : FEYE I M RE & Plus: Non-controlling interests (579)
B TS FAR Less: Net liabilities acquired |,654
AhEEE mE Goodwill arising on acquisition 2,899

HEREBUTHSESM :  Consideration transferred satisfied by:

Re Cash 1,824
WiEsl N FRe Net cash (outflow) inflow arising
ORmE) mA on acquisition:
ENRENE Cash consideration paid (1,824)
RITERLAS Bank balances and cash 10,817
8,993

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED 155



156

n\l-_]_\

SMBHRME

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE—

—EFEF A=+ HUFE

For the year ended 3| December 2010

34.

WEEMH B AT @

RAEE  sLNBERRMEE 225
BEHTAMNE  AEEREEFEMERK
HREAFIN (ZTT/NFEER) BN
BRAERGREESIHRNEEFEZLL
PIT 2R al 1S -

EAMBRELENENR (BR-ETN\F
{B5]) BREH 5 BBE MR RMRE TR
A ATE - EBERBERRM
Figs (AR RFTER - SRNKE R
HERT) ZRAFEITERXN - iR ERE
AT BERREHESE

ABAHELRE  HTHREHRAE
RESERRSHEENERASEE
tEBELHRREM T EE - W
BEMORESZZENRECREFHRE
AHAMAGE  WMARRRASEE
B AR RENRBRARETE 2D
HEHE -

B WBEECHETT AENRR
I o

TEMXBRER (£8) BRLF

34.ACQUISITION OF A SUBSIDIARY (Continued)

In the current year, in accounting for the acquisition of Directwind
Sales, the Group has measured the non-controlling interests at the
proportionate share of the acquiree's net identifiable assets at the
acquisition date under HKFRS 3 (as revised in 2008).

HKFRS 3 (as revised in 2008) requires an equity interest previously
held in the acquiree to be remeasured to its fair value on the
acquisition date. The fair value of its previously-held interest in an
associate which had a carrying amount of nil prior to acquisition due
to accumulated losses, was insignificant and so no gain or loss has

been recognised in profit or loss.

Goodwill arose in the business combination because the
combinations included a premium paid to obtain control over
Directwind Sales and synergies expected from the other operations
of the Group as the consideration paid for the purchase of the
additional 40% interest included amounts in relation to the benefit of
expected synergies, revenue growth and future distribution in the
PRC of wind turbines manufactured by the Group's other

subsidiaries.

None of the goodwill arising on this acquisition is expected to be

deductible for tax purposes.
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For the year ended 31 December 2010

34.ACQUISITION OF A SUBSIDIARY (Continued)

Included in the profit for the year is a profit of HK$,431,000
attributable to Directwind Sales. Revenue of HK$290,396,000 for the
year is included for the year in respect of Directwind Sales. Had the
acquisition of Directwind Sales been effected at | January 2010, the
revenue of the Group for the year would have been
HK$736,137,000, and the profit of the Group for the year would
have been HK$110,988,000. The proforma information is for
illustrative purposes only and is not necessarily an indication of
revenue and results of operations of the Group that actually would
have been achieved had the acquisition been completed at | January
2010, nor is intended to be a projection of future results.

In determining the ‘pro-forma’ revenue and profit of the Group had
Directwind Sales been acquired at the beginning of the current year,
the directors have calculated depreciation and amortisation of plant
and equipment acquired on the basis of the fair values arising in the
initial accounting for the business combination rather than the
carrying amounts recognised in the pre-acquisition financial

statements.

35.DISPOSALS OF SUBSIDIARIES

(@) On 26 May 2010, the Group disposed of 5% of its interest in
Castel Qihua to its non-controlling shareholder at a
consideration of HK$8,010,000, reducing its controlling interest
from 70% to 55%. An amount of HK$6,753,000 representing
the difference between the disposal proceeds and the amount
transferred to non-controlling interests of HK$1,257,000 has
been recognised directly in equity.

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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.HEMBEASE @

(a) (&) (a) (Continued)

35.DISPOSALS OF SUBSIDIARIES (Continued)

R-_F—FF+-A+hHB " A&
1z K {B4,005,000/ 1L — & 1 &
ERMBTEIS% e - HIEH
HEHE 5 R b5% B D £47.6% ° Al
TETBRAAEEZHEBAF
KEAEEZHERT -

On 15 November 2010, the Group further disposed of 7.5% of
its interest in Castel Qihua at a consideration of HK$4,005,000,
reducing its controlling interest from 55% to 47.5%. Castel
Qihua ceased to be a subsidiary of the Group and became an

associate of the Group.

2010
FET

HK$’000

KEREBEZEER Analysis of assets and liabilities over
BES which control was lost:
ERN N E Y Property, plant and equipment 8,384
T8 Inventories 7,043
B 5 & E i & W5k Trade and other receivables 1,797
RITHEBRRA S Bank balances and cash 5,883
EHREMENRK Trade and other payables (9,778)
JE {5 18 Tax payables (291)
HEEERE Net assets disposed of 13,038
HERBRRZ MK Gain on disposal of a subsidiary:
B R KR (E Consideration received and receivable 4,005
PR EEEFE Net assets disposed of (13,038)
B Non-controlling interests 6,853
FItr B & DB Remaining interest in an associate 5,342
& 2 s Gain on disposal 3,162
HESIREFRE Net cash inflow (outflow)
mA ORi) arising on disposal:
HReRE Cash consideration 4,005
A BHERITEBRRIR S  Less: Bank balances and cash disposed of (5,883)
(1,878)

TEMXBRER (£8) BRLF
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35.DISPOSALS OF SUBSIDIARIES (Continued)

() In November 2010, the Group's interest in Wuxi CASC
Energine Xindali Electricity Co., Ltd (“Wuxi Xindali") was diluted
from 62.5% to 41.67% as a result of the capital contributions by

EEA1.67%  WIERNESRIT AN the other then shareholders of Wu Xindali. Wuxi Xindali ceased
HARREEME - Rt - |EBGH to be a subsidiary of the Group and accounted for as an
ANTBRASEZHMERA associate of the Group accordingly.
RAREE SR T
2010
FET
HK$°000
KREEWEZEER Analysis of assets and liabilities over
BEAN which control was lost:
ME - BERRE Property, plant and equipment 8,843
ENHERE Prepaid lease payment 58,064
FE Inventories 2,807
B 5 KHE R Trade and other receivables 501
WEEME - BER Deposits paid for acquisition of
REMENzES property, plant and equipment 54,127
RITAEBRRA S Bank balances and cash 8,925
B 5 REMEMNK Trade and other payables (15,913)
& {5 15 18 Taxation payables (4,724)
HWEBERE Net assets disposed of 112,630
BIELEMBRR 2 BB Loss on deemed disposal of a subsidiary:
B R EKRKE Consideration received and receivable —_
PREEEEFE Net assets disposed of (112,630)
JE 1 R A Non-controlling interests 42,236
RIGRIOBSE & 1 Al HE 2R Remaining investment in an associate 70,203
RIELEZER Loss on deemed disposal (191
BIELEELRS ML FHE - Net cash outflow arising on deemed disposal:
EHERTEREES Bank balances and cash disposed of (8,925)

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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36.

BAKE

R-ZZ—ZTF+_F=+—0 K£H
RECA N ERBE L ERNRAIH Y
158,920,000 7w ( = T T AL F
63,060,000/ 7T) AR ER A EEFINE
Bl BRAKEMGETE
NEERZ 2 EREFHER 2ETHE
ABEZERERFEIHER_T—ZF
+=-A=+—HA5350,0008 L (=&
T4 : 18,635,00087T)  REBER =
TS+ -_A=+—HE—ZXRFEH
BRI LHERRAIERRBLZNER
11,766,000 L (ZEZ NEF : ) o
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36 CAPITAL COMMITMENTS

At 31 December 2010, the Group was committed to capital
expenditure contracted but not provided for of approximately
HK$158,920,000 (2009: HK$63,060,000) relating to its investments
in sino-foreign enterprises of the Group. In addition, capital
commitment contracted but not provided for relating to the Group's
interest in a jointly controlled entity established in Inner Mongolia in
the PRC amounts to HK$5,350,000 as at 3| December 2010 (2009:
HK$18,535,000), and the Group's interest in an associate established
in Wuxi in the PRC amounted to HK$ I [,766,000 as at 3| December
2010 (2009: Nil).
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3NEESHERIE 37.OPERATING LEASE COMMITMENTS
FREMEBRBEA The Group as lessee
RBEHETET  AEERBETAIH At the end of the reporting period, the Group had future minimum
HEEHOMEN AR RETRE lease payments payable under non-cancellable operating leases in
BAFEMT respect of land and buildings as set out below:
2010 2009
FET FHET
HK$’000 HK$'000
—FR Within one year 9,462 4176
E_FEREREF In the second to
(EEMFEBEEAN) fifth year inclusive 8,568 2,702
18,030 6,878
BO—RATFHMERETES - A Leases are generally negotiated for an average term of two years
SREHRTE - and rentals are fixed for the lease period.
FREEHHBA The Group as lessor
REBEEHBTER  AEBEBAFTYL At the end of the reporting period, the Group had contracted with
TXNARFEHEREFEMAT : tenants for the following future minimum lease payments:
2010 2009
FET FE T
HK$°000 HK$:000
—F R Within one year 1,395 1,292
BE_FEERF In the second to
(BEMEBEEN) fifth year inclusive 1,394 —
2,789 1,292
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38.RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme (the
“Scheme”) for all qualifying employees in Hong Kong. The assets of
the Scheme are held separately from those of the Group in funds
under the control of trustee. The Group contributes 5% of relevant
payroll costs to the Scheme, which contributions are matched by

employees.

The employees of the Company’s PRC subsidiaries are members of
the state-managed retirement benefits scheme operated by the PRC
government. The Company's PRC subsidiaries are required to
contribute a certain percentage of their payroll to the retirement
benefits scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefits scheme is to make

the required contributions under the scheme.

The total cost charged to income of HK$5,026,000 (2009:
HK$4,967,000) represents contributions payable to these schemes

by the Group in respect of the current accounting period.

39.RELATED PARTY TRANSACTIONS/
BALANCES

(a) During the year, the Group had the following significant

transactions with related parties:

2010 2009

FET TET

HK$°000 HK$'000

Sales of goods to associates 5,352 314,565
Interest paid to ASTF 39,827 36413
Interest income from a jointly controlled entity 1,577 —

BrbEaioh AEBEBEBALZE
REHE RHTFE22 » 23~ 24% 284K

E‘go

TEMXBRER (£8) BRLF

Other than the above, the Group also has balances with related
parties disclosed in notes 22, 23, 24 and 28.
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For the year ended 31 December 2010

39.RELATED PARTY TRANSACTIONS/
BALANCES (Continued)

(b) On 29 December 2009, Inner Mongolia CASC Energine

Composite Material Co. Ltd. (“IM Composite Material”), a
subsidiary with 56.41% equity interest owned by the Company,
entered into a framework agreement with Inner Mongolia
CASC Energine Wind Turbine Manufacture Co. Ltd. (“IM Wind
Turbine Manufacture”), a subsidiary with 95% equity interest
owned by the Company in relation to the supply of wind
turbine blades for wind turbines for the three financial years
ending 3| December 201 |. Aerospace Research Institute of
Materials & Processing Technology, which is a subsidiary of CALT,
has a 41.03% equity interest in IM Composite Material. During
the year, IM Composite Material sold 60 sets of wind blades to
IM Wind Turbine Manufacture amounted to RMB44,677,000
(equivalent to approximately HK$51,825,000). Details of the
transaction are set out in the Company’s announcement dated
29 December 2009.

+ThBEBARS -
TEERABZEHM (c) Compensation of key management personnel
FREIZEBABZEHEMMT The remuneration of key management during the year was as
follows:
2010 2009
FET FET
HK$’000 HK$'000
52 HAAE A Short-term benefits 5,496 5,204
BER 2 AR A Post-employment benefits 12 12
5,508 5216

TEERABZEMaTMEAR
BEARBRTEBEEE -

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

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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39.RELATED PARTY TRANSACTIONS/
BALANCES (Continued)

(d) On 3 June 2009, the Group entered into an agreement with

Beijing Long March Tianmin Hi-tech Co, Ltd, a wholly-owned
subsidiary of CALT, for the acquisition of additional 3% equity of
a subsidiary, Jiangsu Aerospace Wan Yuan REPM Motor Co,, Ltd.
for a cash consideration of approximately HK$1,540,000. The

transaction was completed on the same date.

Included in borrowings at 31 December 2010 were five (2009:
four) loans advanced from CALT through CASC'’s subsidiary,
ASTF, as the trustee totalling HK$843,320,000 or
RMB727,000,000 (2009: HK$767,790,000 or RMB673,500,000)
which are unsecured and bear fixed-rate interest ranging from
3.7% to 6% (2009: 3.7% to 6%) per annum. Loans of
HK$614,800,000 or RMB530,000,000 (2009: HK$543,210,000
or RMB476,500,000) and HK$228,520,000 or RMB 197,000,000
(2009: HK$224,580,000 or RMB197,000,000) are repayable in
April 201 | and April 2014 respectively.

Included in borrowings at 3| December 2010 was a loan of
HK$87,000,000 or RMB75,000,000 (2009: HK$94,620,000 or
RMB83,000,000) advanced from a non-controlling shareholder
of a subsidiary. The amount is unsecured, bears fixed-rate
interest at 6.2% (2009: 6.2%) per annum and is repayable in full
in November 2020.
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For the year ended 31 December 2010

39.RELATED PARTY TRANSACTIONS/
BALANCES (Continued)

(®

On 29 December 2009, Inner Mongolia Energine New Energy
Development Co. Ltd. (“IM New Energy”), a wholly-owned
subsidiary of the Company, entered into a Property Leasing
Agreement with Inner Mongolia CASC Energine Composite
Material Co. Ltd. (*IM Composite Material"), a subsidiary with
56.41% equity interest owned by the Company, whereby IM
New Energy is to lease the premises in Xinghe County, to IM
Composite Material for a two year term from | January 2010 to
31 December 201 |. Aerospace Research Institute of Materials &
Processing Technology, which is a subsidiary of CALT, has a
41.03% equity interest in IM Composite Material. During the
year, IM New Energy received rental income from IM Composite
amounted to RMB6,379,000 (equivalent to
approximately HK$7,400,000). Details of the transaction are set

out in the Company's announcement dated 29 December 2009.

Material

On I'l November 2010, four subsidiaries of the Company, IM
Wind Turbine Manufacture, IM Composite Material, Wuxi Xindali
and Beijing Energine Industry Co. Ltd. (“Beijing Energine™),
entered into a framework agreement with Shanghai Hanli
Machine Tool Co. Ltd. (“Shanghai Hanli"), a wholly-owned
subsidiary of CALT, pursuant to which IM Turbine Manufacture,
IM Composite Material, Wuxi Xindali and Beijing Energine are to
supply wind turbines, wind turbine blades and the associated
services incidental thereto to Shanghai Hanli in accordance with
the terms of the framework agreement for the two financial
years ending 3| December 201 I. During the year, IM Turbine
Manufacture, IM Composite Material and Wuxi Xindali supplied
wind blades, wind turbine blades and the associated services to
Shanghai Hanli amounted to RMB6,377,000 (equivalent to
approximately HK$7,397,000), RMB5,283,000 (equivalent to
approximately HK$6,128,000) and RMB6,600,000 (equivalent to
approximately HK$7,656,000) respectively. Details of the
transaction are set out in the Company’s announcement dated
['l' November 2010.
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39.RELATED PARTY TRANSACTIONS/
BALANCES (Continued)

(i) Transactions/balances with other state-controlled entities in the

PRC

The group operates in an economic environment currently
predominated by entities directly or indirectly owned or
controlled by the PRC government (“state-controlled entities").
In addition, the Group itself is part of a larger group of
companies under CASC which is controlled by the PRC

government.

The Group conducts business with other state-controlled
entities. The directors consider those state-controlled entities
are independent third parties so far as the Group’s business
with them are concerned:

(i) The Group has certain deposits placements and other
general banking facilities with certain banks, which are
stated-controlled entities in its ordinary course of business.
In view of the nature of those banking transactions, the
directors are of the opinion that separate disclosure would

not be meaningful.

(i) The Group also has certain sales and purchases transactions
with certain customers and suppliers in which the directors
are of the opinion that it is impracticable to ascertain the
identity of the counterparties and accordingly whether the

transactions are with other state-controlled entities.

Except as disclosed above, the directors are of the opinion that
the transactions with other state-controlled entities are not

significant to the Group's operations.
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WEEHBAT  HEAT
AN ERAR

R-F-FER-FEAFT-A=
—HZ$EII§W% 7 BELAH
KFAEHERERMT

BRTERRE
BE/ZREA
Nominal value of
issued ordinary
S share capitall

Name of company registered capital

WELR

Subsidiaries
EEEAMALRAE :
Incorporated and operating

in Hong Kong;

HERRMEEEERAR 10,000% 75
China Aerospace HK$10,000
Telecommunications Limited

mARREE (BE)ERLOA 10,000% 7T

China Aerospace HK$10,000
Telecommunications
(Hong Kong) Limited
BEETERAH 30,001,000% ¢
Hung Nien Electronics Limited HK$30,001,000
AEEZERAR W
Tin Shun Industrial Limited HK$2
NRERERAH 187
New Image Development Limited HK$ !
NEEBERAE 137
Crownpluss International Limited HKS

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010
40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES

Details of the principal subsidiaries, associates and jointly controlled
entities of the Company at 31 December 2010 and 2009 are as

follows:
RrggzBI N
O S|
5E% FE{E2%
Percentage of equity
held by attributable IEEH
the Company to the Group Principal activities
2010 2009 2010 2009
% % % %
- - 100 00 HHEREH
Distribution of broadband business
- — 100 00 HHEFEH
Distribution of broadband business
- — 100 00 AHEAER
Distribution of telecommunication
products
- — 100 00 REER
Investment holding
- — 100 00 REER
Investment holding
- = 100 0 REER

Investment holding

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED

167



e BB R AR A
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

40.ETEMBAT - BZEAT 40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,

168

REiREEHEREESE @

ATER

Name of company

WEAF (8)

Subsidiaries (Continued)

EARRABEEMAIREE
Incorporated and operating
in British Virgin Islands:

ERERERAT
Advanced Grade Holdings Limited

MEARARAT

Crownplus International Limited

FhEEREAE
Registered and operating in the PRC:

IREEEAERAT
Beijing Qihua Communications
Co, Ltd*

FRERIXERARH
Beijing Energine Industry Co, Ltd *
IHEMABRRLERERL T
Jiangsu Aerospace Wanyuan

REPM Motor Co, Ltd*

AR (KZ)ENEETRRAR
CASC Long Yuan (Benxi)
Wind Power Co, Ltd”

BREREE (R ARAT

TEMXBRER (£8) BRLF

BRTERRE
BE/ERBE
Nominal value of
issued ordinary
share capitall

registered capital

1%
USsl

1%
USsl

1,239,000 1T
US$1,239,000

A H118,251,0007
RMB1 18,251,000

A 850,000,007
RMB50,000,000

AE%93,800,0007T
RMB93,800,000

20,000,000% ¢
HK$20,000,000

ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

REgzzEDl
A7 A5H
B8% 4%
Percentage of equity
held by attributable IEEH
the Company to the Group Principal activities
2010 2009 2010 2009
% % % %
100 100 - - REER
Investment holding
- - 100 0 RERR
Investment holding
- - 3 % EAREMFAEARE
GPS applications services
- - 100 0 REARR
Investment holding
- - 52 2 RERAEARBER
Manufacture and distribution
of elevator products
- - 55 % B5EE
Operation of wind farm
- -~ 100 00 HEREER

Distribution of

broadband business



e R M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

40.FTEMEBEAT  BEAT

REREHEESHE @

AIER

Name of company

KEAR (2)

Subsidiaries (Continued)

EPEEMRAE - (8)

BROSERAL
BE/EREA
Nominal value of
issued ordinary
share capitall
registered capital

Registered and operating in the PRC: (Continued)

REEMAB R EREARAT" AR%80,000,0007

Inner Mongolia Energine New
Energy Development Co. Ltd*

AREMAEREERBRE
BRAAY

Inner Mongolia CASC Energine
Wind Turbine Manufacture Co. Ltd?

AREMAEREAMHARAR
Inner Mongolia CASC Energine
Composite Material Co. Ltd*

RARZBEE T & (RY)
BRAA*
(MRARMBBERBRE
(R BRAE)

IRERERERERAL AR
Bejing CASC Energine Wind
Turbine Co. Ltd.*"
(FIRIPRAEEREE
ERHEERRAA)
(formerly Beijing
EWT-CASC Directwind Marketing
and Sales Co, Ltd))

HERABRRERAENE
BRAFF

RMBB0,000,000

A5 850,000,007
RMB50,000,000

AR %80,000,0007
RMBB0,000,000

AR 820,000,0007
RMB20,000,000

AR #10,000,0007
RMB10,000,000

A 825,000,0007
RMB25,000,000

BE-T-—FTF+-A=+—HAILHE
For the year ended 31 December 2010

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,

ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

RAgzzEAY
AD7 A5H
BH% EE%
Percentage of equity
held by attributable IEXH
the Company to the Group Principal activities
2010 2009 2010 2009
% % % %
- — 100 00 EEEXENZHE
Property leasing of wind energy
industrial park
- — 9 % RERABERRERER
Manufacture and distribution
of wind turbine and blades
- — 56 % HEREER
Manufacture of wind turbine blades
- — 100 00 RERAEEAER
Manufacture and distribution of
telecommunication products
[ 2 - - HEEBEm
Distribution of wind
turbine products
- - 100 00 RERAHEH

Manufacture and
distribution of wind turbine

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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HE-_ZE—FEF+-A=1—HUFE
For the year ended 3| December 2010

40. X EMBAE » B2 AE

REREFNEESH @

RAER

Name of company

Bena

Associates

REFEMATREE -
Registered and operating in the PRC:

IRFERARRAT
Beijing Qhua Communications
Co, Ltd.**

AARBAER &R BRAR
CASIL Telecommunications
(Shenzhen) Co, Ltd*

L&ERBNEEARAR
Jiangsu Longyuan Wind Power
Co, Ltd

IRmAERRRERALLA
Beijing CASC Energine Wind
Turbine Co. Ltd.*"
(HRLRAAEERES
EREERRAA)
(formerly Bejing
EWT-CASC Directwind Marketing
and Sales Co,, Ltd)

ENERENEERRAR™
Jilin Longyuan Wind Power
Corp. Lta™*

MDA ERBERIERAT

SRBEHERRERDARAT

TEMXBRER (£8) BRLF

BRTERRE
AE/EREA
Nominal value of
issued ordinary
share capitall

registered capital

1,239,000 1T
US$1,239,000

13,000,0007% 7T
HK$13,000,000

AR%
333,320,0007C
RMB333320,000

AR %10,000,0007
RMB10,000,000

ARH
438,200,000
RMB438,200,000

A 520,000,000
RMB20,000,000

AR %150,000,0007
RMB150,000,000

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

REgR AR
47 %8
BR% 4%
Percentage of equity
held by attributable
the Company to the Group
2010 2009 2010 2009
% % % %
- - 37 55
- = 3 33
- - 25 J5
65 5 - =
- = 5 15
- s 25 25
- — 20 _

IRXR

Principal activities

SRENZGERRY

GPS applications services

RERVHEAER
Manufacture and distribution
of telecommunication products

Operation of wind farm

AERRER
Distribution of wind
turbine products

Operation of wind farm

HERAHERENZGER
Manufacture and distribution of
GPS product

B7EE
Operation of wind farm
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40. T EMBAT - BiE

BT

LREHEREH @

LR

Name of company

BELR(2)

Associates (Continued)

ReEEMELREE - (8)

BRTERRE Y
BE/ERRE
Nominal value of
issued ordinary
share capital/
registered capital

Registered and operating in the PRC: (Continued)

BARABRAANERARLT!

Wuxi CASC Energine Xindali
Electricity Co, Ltd?

AREHER

Jointly controlled entities

ReBMALREE

Registered and operating in the PRC:

IRERRERSDRERLR
BRARN

Beijing Delphi Wan Yuan Engine
Management Systems Co, Ltd.#

LRERBERERHARARAA

Beijing Wanyuan-Henniges Sealing
Systems Co, Ltd#

THERABRRERERERRAA

Jiangsu CASC Energine Wind Turbine
Manufacture Corporation Ltd #
(FIRMARAERZ LA
BERGHEERAR)
(formerly Nantong CASC Wanyuan
Acciona Wind Turbine Manufacture
Corporation Ltd.)

ARG AEERMERERA A
Inner Mongolia Datang Wanyuan
New Energy Co, Ltd*

AR #120,000,0007
RMB120,000,000

16,000,000% 7T
US$16,000,000

ARH
100,000,0007C
RMB100,000,000

AR %100,000,0007
RMB100,000,000

A 492,610,007
RMB92,610,000

BE—Z-ZTF+_A=+—HILFE
For the year ended 31 December 2010

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,

ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

REERZBIN
O 91|
5E% Et%
Percentage of equity
held by attributable IEXB
the Company to the Group Principal activities
2010 2009 2010 2009
% % % %
- — 7)) 8 BERABENEER
Manufacture and distribution
of wind turbine generators
- — 49 49 HERELPRERZL
Manufacture of automotive
engine management systems
and components
- = 40 40 PEEFRHER
Manufacture of automotive
sealing systems
- - 50 4 HEES R
Manufacture of wind turbine
- = 49 49 Bi5EE

Operation of wind farm

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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HE—Z-ZTF+-_A=+—HIUFE
For the year ended 3| December 2010
40.EEMBAT  BEAT

REREHEESH @

# NAEEMzFNIGERZELE -
# NABEEM2MELE -

#it AEEERZAZAAESZSLRES
FREMEESZ - At  EFXERARAE
EBHZLREREATE D MEA
AARBAREEE15% 2 H =N

N ARAMBEEZFZEMEA
It 2 BB AN 4R [ ) A 5 A EE 2 P 1
Bl (1572 B 35a) RAKREE

ZHERE -

O AEERFERNDESEAR (RERTE
B %5 25% M a5 2 B DN A)) 2 PR
(FEBE2HME34) -

BRREAEBERIZ AR AEERE L
ARBBD 2B AZERAETLE
BAR -

EEVERRB  LVWERFMEZAE
IWE” Al BELRREBEHNE
B INEAEBEESEECEER
ﬂ&%@m$ﬁl2£F%EZIE$
D oEBERR FINEMKEARR
BRARZER  BLASBERTE -

B R REETERN

TEMXBRER (£8) BRLF

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES,

ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (Continued)

#  Sino-foreign joint entity enterprise registered in the PRC.
## Wholly foreign-owned enterprises registered in the PRC.

###The Group is entitled to appoint up to two out of seven directors to
the board of directors of this company. Hence, in the opinion of the
directors of the Company, the Group has significant influence over the
company. Accordingly, the company is accounted for as a 15% owned

associate of the Group.

*  This company is a non-wholly owned subsidiary of Castel Qihua.
It becomes an associate of the Group upon the Group's disposal

of controlling interest in Castel Qihua (note 35a for detalils).

** The Group has obtained control over this company, an previously 25%

owned associate of the Group, during the year (note 34 for details).

Except for the companies established in the PRC, the classes of
shares held by the Group in the above companies are ordinary

shares issued by those companies.

The above table lists the subsidiaries, associates and jointly
controlled entities of the Company which, in the opinion of the
directors, principally affected the results or assets or form a
substantial portion of the net assets of the Group.To give details of
other subsidiaries and associates would, in the opinion of the
directors, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the end of

the reporting period.



LFERBEEREE
FIVE YEARS’ FINANCIAL SUMMARY

BEt-A=t-BLEE

Year ended 31 December

2006 2007 2008 2009 2010
FET FET FET FET FER
HK$'000 HK$'000 HK$'000 HK$'000  HK$°000
B Turnover 156,199 178,755 184,206 663,373 698,083
BB AT (B518) & A (Loss) profit before taxation (66,931)  (570,521) (488,507 77892 122,212
RIS (X H) Taxation credit (charge) 1706 (1510)  (742)) (7091  (20,128)
AEE (FE) %7 (Loss) proft for the year (65225)  (572031)  (495928) 70801 102,084
Rt=A=t+-H
At 31 December
2006 2007 2008 2009 2010
FET FHET FET FET FEx
HK$'000 HK$'000 HK$'000 HK$'000  HK$°000
BEERERE ASSETS AND LIABILITIES
HEAHE Total assets 417,642 2214648 2165730 3,129,179 3,109,991
BERE Total liabilities (325356)  (642,805)  (889,818) (1,484,38I) (1,350,824)
FEEME Net assets 92,286 1,571,843 1275912 1,644,798 1,759,167

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
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From Engine to New Energy

CHINA ENERGINE INTERNATIONAL (HOLDINGS) LIMITED
FEMXBREER(ER)ERAA

Tel BEFE : (852) 2586 1185
Fax 82 : (852) 2531 0088
Email EE : energine@energine.hk

Website #83E : http://www.energine.hk

Suite 4701, 47th Floor, Central Plaza,
18 Harbour Road, Wanchai, Hong Kong
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