








Directors’ Report Year ended 31 December 2009

The Directors present their annual report together with the audited financial statements for the year ended
31 December 2009.

Principal activities and review of business developments
The principal activities of the Company and its subsidiaries (the “Group”) are the design, sale
and installation of environmental engineering systems to power industry customers in China. A
review of the year and future developments is given in the Chief Executive Officer’s Review on
pages 4—6.

Dividends

The Directors do not recommend the payment of a dividend.

Directors

The following Directors have held office during the year and up to the date of this report:

David STEEDS Non-executive Chairman

XU Jinfu Chief Executive

WANG Keer Executive, (Non-executive from | January 2009)
CHENG Shifa (“Joshua”) Non-executive

All directors are offering themselves for re-election at the forthcoming Annual General Meeting.

Taiyuan Steel plant 2X300MW project Province: Shan Xi
Technology: DeNOx



Directors’ interests in the shares of the company

The beneficial interests of the Directors in the shares of the Company in the year, including family holdings, were as follows:

£0.01 Ordinary shares £0.01 Ordinary shares
At 31 December 2009 At 31 December 2008
XU Jinfu 22,627,000 22,627,000
WANG Keer 9,813,000 9,813,000
CHENG Shifa (“Joshua”) 1,000,000 1,000,000
David STEEDS 22,000 22,000

Substantial interests

At the date of this report the Company had not been notified of any substantial shareholdings other than the
Directors’ shareholdings disclosed above.

Creditor payment policy

The Company’s policy concerning the payment of trade creditors is to:
o settle the terms of payment with suppliers when agreeing the terms of each transaction
o ensure that suppliers are made aware of the terms of payment by inclusion of the relevant terms in
contracts
o pay in accordance with the Company’s contractual and other legal obligations

Reporting currency

The Group’s reporting currency is the Renminbi (RMB).

Financial risk management

The Company’s operations involve purchasing components both within China and from overseas, assembling
them and installing them at clients’ premises. This exposes it to the usual range of financial risks facing all similar
businesses, including the effects of changes in the market prices of commodities, credit risk, liquidity risk and
interest rate risk. Its exposure to financial risk and the procedures for managing this risk are set out in note 24
to the Financial Statements.

Going concern

The Directors are required to report that the business is a going concern, with supporting assumptions or
qualifications as necessary.After making enquiries, the Directors consider that the Group has adequate resources
to continue in operational existence for the foreseeable future. Consequently, they have continued to adopt the
going concern basis in preparing the financial statements.

Auditors

A resolution to re-appoint PKF as auditors will be put to the members at the forthcoming Annual General
Meeting.

By order of the Board
XU Jinfu

Director

21 June 2010



Corporate Governance Report

Corporate Governance is concerned with how companies are directed and controlled and, in particular, with
the role of the Board of Directors and the need to ensure a framework of effective accountability. The Group
is committed to high standards of Corporate Governance within the constraints imposed by its small size.

Tinci Holdings Limited was admitted to trading on AlM in July 2006 and is therefore not required to comply
with the provisions of the Combined Corporate Governance Code (the Combined Code). However, the
Directors believe that good corporate governance is essential and, having considered the provisions of the
code, set out below those principles which the Group has adopted since incorporation ancr how the Group
has applied these principles.

Directors and the board
I The Board

The CompanK is headed by a Board, consisting of one executive and three non-executive directors.
Brief biographical details of the Directors are set out on page 6 above.

The Board meets at regular intervals and is responsible for setting strategy and folicy.AII Directors may take
independent professional advice at the Company’s expense in the furtherance of their duties.

The Board has two principal Board Committees, both of which operate within written terms of reference and
whose members are non-executive directors. Details of the present composition and the main responsibilities
of these Committees are as follows:

Audit Committee
David Steeds Chairman
Cheng Shifa (“Joshua”)

The main responsibilities of the Audit Committee are to:

o review and advise the Board on the interim and annual financial statements

o review with the external auditors the nature and scope of their audit, the results of that audit,any control
issues raised by them and management’s response

o make recommendations as to the appointment and remuneration of the external auditors and any question
of their resignation or removal

o monitor compliance with systems of internal controls, policies and procedures

The Committee meets at least twice a year.



Remuneration Committee
Cheng Shifa (“Joshua”) Chairman

David Steeds

The Committee is responsible for reviewing the scale and structure of the executive directors’ and senior
employees’ remuneration and the terms of their service or employment contracts, including share option
schemes and bonus arrangements.The remuneration and terms and conditions of the non-executive directors
are set by the entire Board.

The Committee meets at least once a year.

2 Board Balance

The Board has one executive director and three non-executive directors.

The Combined Code requires that a senior non-executive director other than the Chairman should be
identified as a person to whom concerns can be conveyed. The Board does not consider this aspect of the
Combined Code is helpful at the present time, given the size and composition of the Board, which is considered
adequate for a company of this size.

3 Appointments to the Board

As a result of the small size of the Group, the Company does not have a nomination committee.
Any appointments to the Board would be considered by the entire Board.

4 Re-election

All directors will retire at the Company’s AGM in 2010 and submit themselves for re-election.

Directors’ remuneration
I The level and composition of remuneration

The Board believes that levels of remuneration should be sufficient to attract and retain the
directors needed to run the Company successfully.

2 Procedure

The Remuneration Committee is responsible for determining the remuneration, terms and
conditions and bonus schemes of the executive directors.

The remuneration of the non-executive directors is determined by the Board as a whole. No director is
involved in discussions about his or her own remuneration.
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3 Disclosure

Details of the remuneration of the Directors are set out below:

2009 2008
Salaries Retirement Employee Salaries Retirement Employee
and Scheme con-  share option and Scheme con-  share option

Fees bonus tribution benefits Total Fees bonus tribution benefits Total

RMB RMB RMB RMB RMB RMB RMB RMB RMB RMB
Sir David
BREWER - - - - - 203,512 - - - 203,512
XU Jinfu - 489,188 - - 489,188 - -
PAN Wen Zhong - - - - - - 39,569 - (40,580) 39,569
WANG Keer 59,928 70,311 - - 130,239 - 263,687 18,717 - 282,404
CHENG Shifa 267,078 - - - 267,078 320,248 - - - 320,248
David STEEDS 320,493 - - - 320,493 384,297 - - - 384,297

647,499 559,499 - - 1,206,998 908,057 303,256 18,717 ( 40,580) 1,230,030

Accountability and audit
I Financial Reporting

The Board believes that its Annual Report and financial statements present a balanced and
understandable assessment of the Group’s position and prospects and comply with the legal and
regulatory requirements for financial reporting relevant to the Group.

2 Internal Control

The Directors are responsible for the Group’s system of internal control.The system addresses and
monitors key business and financial risks. Any such system can, however, provide only reasonable
and not absolute assurance against any misstatement or loss.

The key procedures established by the Board include:

o an ongoing process to identify, evaluate and manage significant risks by way of the close
personal supervision of the executive directors and regular approval at board meetings

o preparation of annual budgets, against which actual results are reported on a monthly basis

o consideration by the Audit Committee of the results of the external audit

o an independent external auditor’s report to the Audit Committee

3 Audit Committee and Auditors

The Board has a formal and transparent arrangement for considering how they should apply the
financial reporting and internal control principles and for maintaining an appropriate relationship
with the Company’s auditors. The Company has delegated authority for these matters to the
Audit Committee, the current members of which are listed above.

Xu Jinfu
Director
21 June 2010



Independent Auditor’s Report to the Shareholders of Tinci Holdings Limited
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We have audited the accompanying consolidated financial statements of Tinci Holdings Limited and its subsidiaries (together the
Group),which comprise the consolidated statement of financial position as at 31 December 2009, the consolidated income statement,
the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards. This responsibility includes designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements, based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error.In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial statements 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 financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group
as of 31 December 2009 and of its financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards.

PKF
Certified Public Accountants

Hong Kong
21 June 2010



Note 2009 2008
RMB’000 RMB’000
Turnover 3 177,497 216,804
Other income 3 635 975
178,132 217,779
Raw material and consumables used ( 156,095 (192,075
Staff costs and staff benefits expenses (8942 (11,029
Depreciation and amortisation expense (2,499 (2,501
Other operating expenses (7,459 (10,713
Profit from operations 3,137 1,461
Exchange (loss)/gain (231 478
Finance costs (756 ( 1,030
Share of losses of a jointly controlled entity 13 (25 -
Profit on ordinary activities before taxation 4 2,125 909
Taxation 5 (926 183
Profit for the year 1,199 1,092
Attributable to:
Shareholders of the Company 1,199 1,092
RMB Cents RMB Cents
Earning per share (basic and diluted) 7 2 2
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Profit for the year
Other comprehensive income

Exchange difference arising on consolidation

Income tax relating to components of other comprehensive income
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Total comprehensive income attributable to:
Shareholders of the Company
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2009 2008
RMB’000 RMB’000
1,199 1,092

69 (335

69 (335

1,268 757
1,268 757




Assets

Non-current assets
Land use rights
Property, plant and equipment
Intangible assets
Interest in an associate
Interest in a jointly controlled entity
Deferred tax assets

Total non-current assets

Current assets
Amounts due from customers for contract work
Trade and other receivables
Restricted bank balances
Cash and bank balances

Total current assets

Total assets

Liabilities
Current liabilities
Trade and other payables
Bills payable
Short-term bank loan - secured
Amount due to an associate
Current income tax liabilities
Total current liabilities

Net assets

Equity

Share capital

Share premium

Other reserves

Retained earnings

Total shareholders’ equity

XU Jinfu Chief Executive Officer

21 June 2010
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2009 2008
RMB’000 RMB’000
404 416
11,554 12,910
7,256 8,387
9,800 9,800
635 -
5,630
35,279 31,513
55,307 106,712
220,583 142,829
2,052 4,624
18,867 12,582
296,809 266,747
332,088 298,260
163,544 132,990
2,607 1,412
15,000 13,000
- 7,350
6,539 501
187,690 155,253
144,398 143,007
7,796 7,796
18,078 18,078
43,310 43,118
75,214 74,015
144,398 143,007
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Balance at | January 2008

Employee share option scheme
- value of employee services

Total comprehensive income
for the year

Balance at 31 December 2008

Employee share option scheme
- value of employee services

Total comprehensive income
for the year

Balance at 31 December 2009
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Share

Reverse

Share capital oIS options acqusiion  [EEneC  TreReEnen Tota

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note 21I) (Note 23)

7,796 18,078 682 42,644 72,923 ( 27) 142,096

- - 154 - - - 154

; ; ; ; 1,092 ( 335) 757

7,796 18,078 836 42,644 74,015 ( 362) 143,007

- - 123 - - - 123

- - - - 1,199 69 1,268

7,796 18,078 959 42,644 75214 ( 293) 144,398




2009 2008
RMB’000 RMB’000
Profit before taxation 2,125 909
Adjustments for:
Interest income ( 159 (293 )
Equity-settled share option expense 123 154
Interest expenses 756 1,030
Depreciation and amortisation expense 2,499 2,501
Provision for doubtful debts 315 -
Share of losses of a jointly controlled entity 25 -
Operating profit before changes in working capital 5,684 4,301
Decrease/(increase) in amount due from customers for contract work 51,405 (87714 )
(Increase)/decrease in trade and other receivables ( 78,069 20,922
Increase in trade and other payables 30,554 20,533
Increase/(decrease) in bills payable 1,195 (3,454 )
Cash generated from/(used in) operations 10,769 (45412 )
Interest received 159 293
Interest paid (756 ( 1,030 )
Current income tax paid (518 (126 )
Net cash generated from/(used in) operating activities 9,654 ( 46,275 )
Cash flow from investing activities
Purchases of property, plant and equipment - (240 )
Payment for purchase of intangible assets - (12320 )
Investment in a jointly controlled entity ( 660 -
Net cash used in investing activities ( 660 (12,560 )
Cash flow from financing activities
Proceeds from bank loan 15,000 13,000
Repayment of bank loan ( 13,000 ( 13,000 )
Loan advanced from an associate - 7,350
Movement in restricted bank balances 2,572 5,479
Decrease in amount due to an associate ( 7,350 -
Net cash (used in)/generated from financing activities (2,778 12,829
Net increase/(decrease) in cash and cash equivalents 6,216 ( 36,006 )
Cash and cash equivalents as at | January 12,582 48,923
Effect of foreign exchange rates changes — net 69 (335)
Cash and cash equivalents as at 31 December 18,867 12,582
ANALYSIS OF CASH AND CASH EQUIVALENTS
Cash and bank balances 18,867 12,582
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GENERAL INFORMATION

Tinci Holdings Limited (the “Company”) is a limited liability company incorporated in Hong Kong under the Hong Kong
Companies Ordinance. The Company is a public quoted company and its shares are traded on the Alternative Investment
Market (“AIM”) of the London Stock Exchange. The company’s registered office is Room 1011, 10/F,Wu Sang House, 655
Nathan Road, Mongkok, Kowloon, Hong Kong. The Company and its subsidiaries (collectively the “Group”) is principally
engaged in the design, sale and installation of environmental engineering systems to power industry customers in China.
The principal place of business of the Group is Guangzhou, China.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS™).

Basis of preparation
The measurement basis used in the preparation of these consolidated financial statements is historical cost.

(a) Initial application of International Financial Reporting Standards
In the current year, the Group has applied the following amendments and presentations issued by International
Accounting Standards Board which are or have become effective.

IAS | (Revised) Presentation of Financial Statements

IAS 23 (Revised) Borrowing Costs

IFRS 8 Operating Segments

IFRIC I3 Customer Loyalty Programmes

IFRIC |5 Agreements for the Construction of Real Estate

IFRIC 16 Hedges of a Net Investment in a Foreign Operation

IFRIC I8 Transfers of Assets from Customers

Amendments to IAS 32 and IAS | Puttable Financial Instruments and Obligations Arising on Liquidation
Amendments to 1AS 27 g:ssotc?:tin Investment in a Subsidiary, Jointly Controlled Entity or
Amendments to IFRS 2 Share-based payment - Vesting Conditions and Cancellations
Amendments to IFRS 7 Improving Disclosures about Financial Instruments

Amendments to IFRIC 9 and IAS 39 Embedded Derivatives

Improvements to IFRSs 2008 Other than amendments to IFRS| and IFRS5



2.

PRINCIPAL ACCOUNTING POLICIES (cont’d)
(b) Issued but not yet adopted International Financial Reporting Standards

The Group has not early applied the following International Financial Reporting Standards in issue at 3| December
2009 for the annual period beginning on | January 2009.

Amendments to IFRS 2 Group Cash-settled Share-based Payment Transactions?

IFRS 3 (Revised) Business Combinations'

IFRS 9 Financial Instruments®

IAS 24 (Revised) Related Party Disclosures'

IAS 27 (Revised) Consolidated and Separate Financial Statements'

Amendments to IAS 32 Classification to Right Issues®

Amendments to I1AS 39 ::tlgsqr;cllal Instruments: Recognition and Measurement, Eligible Hedged
Amendments to IFRIC 14 Prepayments of a Minimum Funding Requirements®

IFRIC 17 Distributions of Non-cash Assets to Owners'

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments*

I Effective for annual periods beginning on or after | July, 2009

2 Effective for annual periods beginning on or after | January, 2010

3 Effective for annual periods beginning on or after | February, 2010
4 Effective for annual periods beginning on or after | July, 2010

§ Effective for annual periods beginning on or after | January, 201 |

¢ Effective for annual periods beginning on or after | January, 2013

The directors anticipate that the applications of these International Financial Reporting Standards and Interpretations
will have no material impact on the results and the financial position of the Group.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and all its subsidiaries made up to
31 December.
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Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights.The existence and effect of potential voting rights
that are currently exercisable or convertible are considered when assessing whether the Group controls another entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group.They are deconsolidated
from the date that control ceases.

Details of the Company's wholly-owned subsidiaries are as follows:

Issued and
Place of . Percentage -
. . Ily paid share . Principal
Name of company incorporation f"'. : of ownership opri
and operation caplta‘!g ;ﬁaﬂftered interest activities
World International
Investment Limited Hong Kong rd'rl;:l|:$lhare 100% Investment holding
(“World International”) ordinary
Guangzhou Tinci Sanhe The People’s .
Environmental Engineering Republic of r':wilthz?é%ogg\o?tgl 100% en Egzgg:m:::\?ilces
Co. Ltd (“Guangzhou Tinci”) China (The “PRC”) 8 P 3 8

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group.The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the difference is recognised directly in the consolidated income statement.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated but considered an impairment indicator of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting and are initially recognised at cost.The Group’s investments in associates include goodwill identified
on acquisition, net of any accumulated impairment loss.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the consolidated income statement,
and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment.When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interests in
the associates. Unrealised losses are also eliminated unless the transactions provide evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Dilution gains and losses in associates are recognised in the consolidated income statement.



PRINCIPAL ACCOUNTING POLICIES (cont’d)

Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement between the Group or Company
and other parties, where the contractual arrangement establishes that the Group or Company and one or more of the
other parties share joint control over the economic activity of the entity.

An investment in a jointly controlled entity is accounted for in the consolidated financial statements under the equity
method, unless it is classified as held for sale (or included in a disposal group that is classified as held for sale). Under
the equity method, the investment is initially recorded at cost and adjusted thereafter for the post acquisition change
in the Group’s share of the investee’s net assets and any impairment loss relating to the investment. The Group’s share
of the post-acquisition, post-tax results of the investees and any impairment losses for the year are recognised in the
consolidated income statement, whereas the Group’s share of the post-acquisition post-tax items of the investees’ other
comprehensive income is recognised in the consolidated statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the jointly controlled entity, the Group’s interest is reduced to nil
and recognition of further losses is discontinued except to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee. For this purpose, the Group’s interest is the carrying amount of
the investment under the equity method together with the Group’s long-term interests that in substance form part of the
Group’s net investment in the jointly controlled entity.

Unrealised profits and losses resulting from transactions between the Group and jointly controlled entities are eliminated
to the extent of the Group’s interest in the investee, except where unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised immediately in profit or loss.

Currencies

(i)  Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the “functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”), which is Guangzhou Tinci’s functional currency and the Company’s
presentation currency. The company’s functional currency is Pound Sterling (“GBP”).

(i) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the income statement.

(iii) Group Companies
The results and financial position of all the Group entities that have a functional currency different from the
presentation currency are translated into the presentation currency. The assets and liabilities are translated at
the closing rate at the end of the reporting period. Income and expenses are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions). All resulting
exchange differences are recognised in other comprehensive income and accumulated separately in foreign currency
translation reserve.
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2. PRINCIPAL ACCOUNTING POLICIES (cont’d)
(iii) Group Companies (cont’d)

On consolidation, exchange differences arising from the translation of the net investment in foreign operations and
of borrowings are taken to shareholders’ equity.VWhen a foreign operation is partially disposed of or sold, exchange
differences that were recorded in equity are recognised in the consolidated income statement as part of the gain
or loss on sale.

For the year ended 31 December 2009, financial positions and results of group entities that have functional
currencies other than RMB are translated at the following exchange rates:

Year end rates Average rates
2009 2008 2009 2008
RMB: GBP 10.9780 9.8798 10.6831 12.8099
RMB: HKD 0.8805 0.8819 0.8812 0.8897

Revenue recognition
Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the income statement as follows:-

i.Contract revenue
When the outcome of a construction contract can be estimated reliably:

® Revenue from a fixed price contract is recognised using the percentage of completion method, measured by
reference to the stage of completion of the contract activity at the year end date, as measured by the work
certified by customers, except where this would not be representative of the percentage of completion.

® Revenue from a cost plus contract is recognised by reference to the recoverable costs incurred during the
period plus an appropriate proportion of the total fee, measured by reference to the proportion that costs
incurred to date bear to the estimated total costs of the contract

® When the outcome of a construction contract cannot be estimated reliably, revenue is recognised only to the
extent of contract costs incurred that it is probable will be recoverable

® Whenitis probable that total contract costs will exceed total contract revenue, the expected loss is recognised
as an expense immediately.

ii. Rental income
Rental income receivable under operating leases is recognised in the income statement on a straight-line basis
over the lease term.

Land use rights
Land use rights represent operating lease payments paid to the PRC government authorities. Payments for obtaining land
use rights are accounted for as prepaid lease payments.

Land use rights are stated at cost less accumulated amortisation and impairment losses. Land use rights are amortised
using the straight-line basis over the unexpired period of the lease.



PRINCIPAL ACCOUNTING POLICIES (cont’d)

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost of a property, plant and equipment item comprises its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use. Improvements are capitalised only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. Expenditures incurred in restoring assets to their normal working condition and other repairs and maintenance
costs are charged to the income statement.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful life of each component
of an item of property, plant and equipment at the following rates per annum:

Leasehold buildings and improvements 3.33% to 20%
Office equipment 20% to 33.3%
Motor vehicles 20%

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continuing use of the asset. 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 item) is included in the income
statement in the year in which the item is derecognised.

Loan and borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the borrowings using the effective interest method.

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the period of time that is required to complete and prepare the asset for its intended use. Other
borrowing costs are expensed in the period in which they are incurred.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the year end date.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment. A provision is made for impairment of receivable based on a
review of all outstanding amounts at the year end. Bad debts are written off during the year in which they are identified.

A provision for impairment of receivables is established when there is evidence that the Group will not be able to collect
all the amounts due according to the original terms of receivables. The amount of the provision is the difference between
the assets’ carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate.
The amount of provision is recognised in the income statements.
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PRINCIPAL ACCOUNTING POLICIES (cont’d)

Trade and other payables
Trade and other payables are initially recognised at fair value and subsequently measured at amortised cost using the
effective interest rate method unless the effect of discounting would be immaterial, in which case they are stated at cost.

The derecognition of a financial asset takes place when the Group’s contractual rights to future cash flows from the
financial asset expire or the Group transfers the contractual rights to future cash flows to a third party. The Group
derecognises a financial liability when, and only when, the liability is extinguished.

Contract work in progress

Work in progress on construction contracts is stated at cost plus profit recognised to date calculated in accordance with
the percentage of completion method, including retentions payable and receivable, less a provision for foreseeable losses
and progress payments received to date.

Cost includes all variable and fixed costs directly related to specific construction contracts and other costs specifically
chargeable under the contract.

The Group presents as an asset the gross amount due from customers for contract work for all contracts in progress for
which costs incurred plus recognised profits (less recognised losses) exceed progress billings. Progress billings not yet paid
by customers and retentions are included within “Trade and other receivables”.

The Group presents as a liability the gross amount due to customers for contract work for all contracts in progress for
which progress billings exceed costs incurred plus recognised profits (less recognised losses).

Intangible assets

Intangible assets acquired with finite useful lives are carried at cost less accumulated amortisation and any accumulated
impairment loss. Amortisation for intangible assets with finite useful lives is provided on a straight-line basis over their
estimated useful lives of 10 years. Intangible assets with finite useful lives are tested for impairment when there is an
indication that the assets may be impaired. At the end of each reporting period, the Group reviews the carrying amount
of its intangible assets to determine whether there is any indication that the intangible assets have suffered an impairment
loss.

Impairment

Assets are reviewed for impairment losses whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of the
assets exceeds its recoverable amount, which is the higher of an asset’s net selling price and value in use. For the purpose
of assessing impairment, assets are grouped at the lowest level for which there are separately identifiable cash flows.

Income tax

The charge for taxation is based on the results for the year, adjusted for items which are non-assessable or disallowed.
It is calculated using tax rates that have been enacted or substantively enacted by the year end date. Current tax and
movements in deferred tax assets and liabilities are recognised in the income statement except to the extent that they
relate to items recognised directly in equity, in which case they are recognised in equity.
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PRINCIPAL ACCOUNTING POLICIES (cont’d)

Income tax (cont’d)
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at the year end date,
and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the liability method, on all temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. The deferred tax liabilities or assets are measured at the
tax rates that are expected to apply to the period when the asset is recovered or liability is settled, based on the tax rates
and the tax laws that have been enacted or substantively enacted by the year end date. Deferred tax assets are recognised
to the extent that it is probable that future taxable profit will be available against which the deductible temporary
differences, tax losses and credits can be utilised.

Employee benefits

Costs of employee benefits are recognised as an expense in the year in which they are incurred. Salaries, annual bonuses,
annual leave entitlements and the cost to the Group of non-monetary benefits are accrued in the year in which the
associated services are rendered by employees of the Group.

Information regarding directors and employees

2009 2008
No. No.
The average number of persons employed by the 88 118

Group during the year was:

Retirement benefits plan

Payments to defined contribution plans are charged as an expense as they fall due. Payments made to state-managed
retirement plans are dealt with as payments to defined contribution plans where the Group’s obligations under the plans
are equivalent to those arising in a defined contribution retirement benefit plan.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, demand deposits with banks, and short-term, highly liquid
investments that are readily convertible into known amounts of cash and which are subject to insignificant risk of changes
in value.

Operating leases

Leased assets under which all the risks and rewards of ownership are effectively retained by the lessor are classified as
operating leases. Operating lease payments are charged to the income statement on a straight-line basis over the period
of the respective leases.

Share-based payment transactions
The Company operates a share option scheme for granting share options, for the purpose of providing incentives and
rewards to eligible employees and directors.

The cost of share options granted to employees and directors is measured by reference to the fair value at the date at
which they are granted. It is recognised, together with a corresponding increase in equity, over the vesting period. The
cumulative expense recognised at each reporting date until the end of the vesting period reflects the extent to which the
vesting period has expired and the number of shares, in the opinion of the directors will ultimately vest at that date.
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PRINCIPAL ACCOUNTING POLICIES (cont’d)

Related parties

An individual is related to the Group if the individual (i) has, directly or indirectly, control or joint control or significant
influence over the Group, or (ii) is a member of the key management personnel of the Group, or (iii) if the individual is a
close member of the family of the individuals in (i) or (ii).

An entity is related to the Group if the entity (i) has, directly or indirectly, control or joint control or significant influence
over the Group, or (ii) is controlled by or under common control with the Group, or (iii) is an associate or jointly
controlled entity of the Group, or (iv) is controlled, jointly-controlled or significantly influenced by an individual related
to the Group.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances.Actual results may differ from these estimates.

The critical accounting estimates and assumptions used and areas involving a high degree of judgement are described below:-
(@) Useful lives

The Group’s management determines the estimated useful lives and consequently the related depreciation charges
for its property, plant and equipment and intangible assets. This estimate is based on the historical experience of
the actual useful lives of these assets and of assets of a similar nature and function. It could change significantly as a
result of technical innovations and competitor actions in response to changes in market conditions. Management
will increase the depreciation charge where useful lives are less than previously estimated lives, or it will write-off or
write-down technically obsolete or non-strategic assets that have been abandoned or sold.

(b) Impairment assessment

Property, plant and equipment, land use rights and intangible assets are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. The recoverable amounts
have been determined based on value-in-use calculations, taking into account the latest market information and past
experience.

(c) Impairment of trade and other receivables

The Group makes provision for impairment of trade and other receivables based on an estimate of the recoverability
of these receivables. Provisions are applied to trade and other receivables where events or changes in circumstances
indicate that the balances may not be collectible. The identification of impairment of trade and other receivables
requires the use of estimates.Where the expectation is different from the original estimate, such difference will impact
the carrying amount of receivables and the provision for impairment losses in the period in which such estimate
has been changed. The management has reviewed the subsequent settlement of all trade and other receivables
outstanding at 31 December 2009 and the financial position of the counterparties and is satisfied that there has been
no impairment.
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PRINCIPAL ACCOUNTING POLICIES (cont’d)

(d) Revenue and cost recognition

The Group’s management estimates the percentage of completion of project works if the value of works has not
been certified by the customers at the year end date.These estimates are based on proportion of the value of work
previously certified for that related work in progress or based on documents prepared by the project managers
which have been submitted to the customers before the balance sheet date for certification of the value of work
done. Corresponding costs relating to the contract revenue are also estimated by the management. One of the critical
estimates and judgements is in relation to the budget contract costs estimated by the management which determine the
recognition of revenue, profit and the amounts due from/to customers for contract work (see note |3).The actual costs
incurred may be higher or lower than the budget costs and thus could affect the revenue and profit in future years.

Because of the nature of the activity undertaken in construction contracts, the date at which the contract activity
is entered into and the date when the activity is completed usually fall into different accounting periods.The Group
reviews and revises the estimates of both contract revenue and contract costs in the budget prepared for each
construction contract as the contract progresses. For costs attributable to work done that have not been billed
to the Group but the corresponding revenue for the work done has been recognised, management estimates these
costs by reference to the budget and the actual billings subsequently received.

Management regularly reviews the progress of the contracts and its assumptions regarding anticipated margins on
the contract revenue.
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TURNOVER, OTHER INCOME AND SEGMENTAL REPORTING

The principal activities of the Group during the year were developing, selling and installing large-scale flue gas desulphurisation
equipment to power stations.

For the years ended 31 December 2009 and 2008, the Group comprised only one business and one geographical
segment.

Turnover for the year is wholly attributable to construction contract revenue for activities undertaken in China. An
analysis of the Group’s other income is set out below:-

Other income

2009 2008

RMB’000 RMB’000

Sales of scrap materials - 142
Rental income, net of tax 92 266
Interest income 159 293
Overprovision of other tax expenses - 177
Gain on disposal of motor vehicle 100 -
Write back of accruals 261 -
Miscellaneous 23 97
635 975

Entity-wide information

Amounts of RMB51,062,000, RMB44,213,000, RMB46,287,000 (2008: RMB41,925,000, RMB47,295,000, RMB27,030,000
and RMB29,700,000), which were individually more than 10 percent of the Group’s revenue were revenue from transactions
with three (2008: four) single customers.

The Group’s non-current assets other than deferred tax assets of RMB29,469,000 (2008: RMB31,513,000) is located in
the PRC.

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

2009 2008

This is arrived at after charging / (crediting): RMB’000 RMB’000

Auditor’s remuneration 410 429
Staff costs

- Salaries and allowance 7,781 9,908

- Contribution to defined contribution retirement plans (note 8) 543 579

- Other benefits 495 388

- Employee share option benefits (note 22) 123 154

8,942 11,029

Research and development expenses 440 511

Amortisation of land use rights (note 9) 12 12

Depreciation (note 10) 1,356 1,510

Amortisation of intangible assets (note | 1) 1,131 979

Depreciation and amortisation 2,499 2,501

Short-term bank loan interest expenses 756 1,030

Provision for doubtful debts 315 -
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TAXATION

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in which the
Group entities are domiciled and operate.

The main operating subsidiary of the Group, Guangzhou Tinci operating in the PRC, was subject to enterprise income tax
(“EIT”) at 33%, of which 30% was state tax and 3% was local tax. Following the change of the legal form of Guangzhou
Tinci from a domestic enterprise to a wholly foreign-owned enterprise (WFOE) in 2006, Guangzhou Tinci became subject
to a foreign enterprise income tax (“FEIT”) rate at 30%. Being a WFOE, starting from the first profitable year, Guangzhou
Tinci was entitled to a two-year exemption from FEIT and a 50% reduction in its FEIT for the subsequent three years (‘“Tax
Holiday”). As such, Guangzhou Tinci was exempted from FEIT for the two years ended 3| December, 2007 and subject to
a reduced tax rate for the three years ending 31 December 2010.

On 16 March 2007, The National People’s Congress approved the Corporate Income Tax Law of the People’s Republic of
China (the “New CIT Law”). The New CIT Law unified the FEIT and EIT with reduced EIT rate from 33% to 25% with
effect from | January 2008.

Under the New CIT Law mentioned above, entities currently enjoying Tax Holiday will continue to enjoy it until it expires.
Guangzhou Tinci will be subjected to PRC enterprise income tax at a rate of 12.5% for the fiscal years 2008 to 2010 and
starting from the fiscal year 2011 at the unified rate of 25%.

The Group is also subject to Hong Kong Profits Tax through the Company and its subsidiary,VVorld International. No provision
for Hong Kong Profits Tax has been made as the Company and World International had no taxable income.The statutory rate
of corporate tax in Hong Kong is 16.5% (2008: 16.5%).

2009 2008
The tax charge comprises: RMB’000 RMB’000
Current tax
PRC Enterprise Income Tax
- Current tax provided for the year 6,778 627
- Over-provision in prior years (222)
6,556 627
Hong Kong Profits Tax - -
6,556 627
Deferred taxation (note 19):
Origination and reversal of temporary difference (5,630) (810)
926 (183)

Deferred tax has been recognised in the financial statements due to revenue and expenses recognized for financial reporting
purposes before being recognised for tax purposes.
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TAXATION (cont’d)

A reconciliation between tax expense/(credit) and accounting profit using the enterprise income tax rate is as follows:

2009 2008
RMB’000 RMB’000
Profit before taxation 2,125 909
Calculation at the effective enterprise income 53] 227
tax rate of 25% (2008: 25%)
Non-deductible expenses for tax purpose 710 27
Income not subject to tax purpose (26) (18)
Tax rate differential 163 208
Tax concession (689) (627)
Over-provision of tax in prior years (222) -
Others 459 -
Tax expense/(credit) for the year 926 (183)
KEY MANAGEMENT COMPENSATION
2009 2008
RMB’000 RMB’000
Salaries, allowances and other benefits 489 303
Retirement benefit costs - 19
Share option benefits - (40)
489 282

EARNINGS PER SHARE
Basic earnings per share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year.

2009 2008
Profit attributable to equity holders of the Company (RMB’000) 1,199 1,092
Weighted average number of ordinary shares in issue 52,950,041 52,950,041
Earnings per share (RMB Cents) 2 2

Diluted earnings per share
The Company has one category of dilutive instrument — share options.
None of the share options of the Company in issue had a dilutive effect on the basic earnings per share as the exercise price

is above the share price quoted in the AIM market throughout the year. So they are considered as anti-dilutive and have not
been included in the diluted earnings per share calculation for the years ended 3|1 December 2009 and 2008.
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10.

RETIREMENT SCHEMES

The employees of the Group’s subsidiary in the PRC are members of a state-managed defined contribution retirement scheme
operated by the local PRC government.The subsidiaries are required to contribute a specified percentage of the average basic
salary 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 specified contributions. During the year ended 3|1 December 2009, the aggregate amount of
employer’s contribution made by the Group was approximately RMB543,000 (2008: approximately RMB579,000).

LAND USE RIGHTS

The land use rights represent prepaid operating lease rentals. The land use rights are situated in the PRC held under a lease

term of 35.6 years.

2009 2008

RMB’000 RMB’000

Cost :- At | January and at 3| December 451 451
Amortisation :- At | January 35 23
Charge for the year 12 12

At 31 December 47 35

Net book value :- At | January 416 428
At 31 December 404 416

The land use rights together with the leasehold buildings (note 10) have been pledged to secure a short- term bank loan

granted to the Group (note 19).

PROPERTY, PLANT AND EQUIPMENT

Leasehold
buildings and Office Motor
improvements equipment vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000
Cost :-
At 1.1.2008 13,805 2,433 1,152 17,390
Additions - 240 - 240
At 31.12.2008 13,805 2,673 1,152 17,630
Aggregate depreciation :-
At 1.1.2008 1,243 1,261 706 3,210
Charge for the year 762 518 230 1,510
At 31.12.2008 2,005 1,779 936 4,720
Net book value :-
At 31.12.2008 11,800 894 216 12,910
Cost :-
At 1.1.2009 13,805 2,673 1,152 17,630
Disposals - - (253) (253)
At 31.12.2009 13,805 2,673 899 17,377
Aggregate depreciation :-
At 1.1.2009 2,005 1,779 936 4,720
Charge for the year 685 535 136 1,356
Written back on disposals - - (253) (253)
At 31.12.2009 2,690 2,314 819 5,823
Net book value :-
At 31.12.2009 1,115 359 80 11,554

All leasehold buildings with carrying value of approximately RMB10,789,000 (2008: approximately RMBI 1,203,000)
together with the land use rights (note 9) have been pledged to secure a short-term bank loan granted to the Group

(note 19).
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INTANGIBLE ASSETS

Technical
Know How

RMB’000
Cost:
At | January 2008, 31 December 2008 and 3| December 2009 11,310
Accumulated amortization:
At | January 2008 1,944
Charge for the year 979
At 31 December 2008 2,923
Charge for the year 1,131
At 31 December 2009 4,054
Net book value:
At 3| December 2009 7,256
At 3| December 2008 8,387
INTEREST IN AN ASSOCIATE
(a)
2009 2008
RMB’000 RMB’000
Share of net assets 9,800 9,800
Particulars of the associates as at 31 December 2009 are as follows:-
Place of . Percentage
: : Registered . R .
Name of company incorporation o : of ownership Principal activities
and operation and pald-in capital interest
) , Registered Capital
Guangzhou Tiancheng The People’s of RMB20.000.000 Research, development
Biodegradation Materials Co. Republic of with aid-in‘ ca Yital of 49% and sale of new biodegradable
Ltd. China RI‘EIBZO 000 %00 plastics. Inactive during the year

The associate has been accounted for using the equity method in the consolidated financial statements.

The following table summarised the financial information of the associate as extracted from its management accounts:-

2009 2008

RMB’000 RMB’000

Assets 22,217 20,000
Liabilities (2,217) ()

Turnover - -

Loss - -

(b) The amount due to the associate is unsecured, interest-free and repayable on demand.
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14.

INTEREST IN JOINTLY CONTROLLED ENTITY

RMB’000

2008
RMB’000

Cost of unlisted investment in a jointly controlled entity

Share of post-acquisition losses (25

As at 31 December 2009, the Group had interests in the following jointly controlled entity:-

Percentage
of ownership
Place of . .
Name of company incorporation Registered Interest and

and paid-in capital proportion of

and operation voting power

Principal activities

held
Energy-saving and
envi(;'onrr:jentallly friendly )
o , i i product development, marketing
SLlEangzhou Tianyi Sanhe Energy The Peqples %ﬁg}l{sr;eég%&;}gggl . chemicals (excluding dangerous
nvironment Co., Ltd. Republic of with paid-in capital of 33% chemicals), provision of .
China RIBIBZ 000 800 consulting and technical services

on waste gas, waste water

and solid waste treatment

technology

The summarised combined financial information in respect of the Group’s jointly controlled entity is set out below:-

2009 2008
RMB’000 RMB’000
Total assets 1,934 -
Total liabilities (9) -
1,925 -
Group’s share of net assets of a jointly controlled entity 635 -
Revenue 285 -
Loss for the year 75 -
Group’s share of results of a jointly controlled entity (25) -
AMOUNT DUE FROM CUSTOMERS FOR CONTRACT WORK
2009 2008
RMB’000 RMB’000
Contract costs incurred to date 141,207 198,961
Profits recognised to date (less recognised losses) 16,276 22,805
157,483 221,766
Less : Progress billings (102,176 ) (115,054)
Net contract work in progress 55,307 106,712
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I5. TRADE AND OTHER RECEIVABLES

2009 2008

RMB’000 RMB’000

Trade receivables (a) & (b) 145,105 74,233
Sundry debtors, deposits and prepayments 54,956 59,276
Bills receivable (c) 19,900 8,400
Prepaid construction costs 187 342
Amounts due from directors (d) 435 578
220,583 142,829

(@) Retention money receivable of RMB 15,946,000 (2008: RMB5,096,000) is included within trade receivables.

(b) Included in trade receivables are the following amounts past due but not impaired:

2009 2008
RMB’000 RMB’000
Less than 90 days 65,819 8l
Over 90 days but less than 180 days 7,300 -
Over 180 days but less than 365 days - 6,521
Over | year 4,200 40,134

Over 2 years 7,956
85,275 46,736

Receivables that were past due but not impaired relate to a number of independent customers that have a good
track record with the Group. Based on past experience, management believes that no impairment allowance is
necessary in respect of these balances as there has not been a significant change in credit quality and the balances
are still considered fully recoverable (note 2 Critical accounting estimates and judgements (c)). The Group does

not hold any collateral over these balances.

(c) Included in bills receivable was a bill receivable amounted to RMB 2,000,000 pledged to a bank for the bills issued

by the Group (2008: RMB7,000,000) (note 18).

(d) The amounts are unsecured, interest-free and repayable on demand.The carrying amounts approximate their fair
values.
Name Balance outstanding
Maximum
2008 during the year 2009
RMB’000 RMB’000 RMB’000
Ms Wang Keer 521 521 210
Mr Xu Jin Fu 57 468 225
(e) The carrying values of trade and other receivables approximate their fair values.
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TRADE AND OTHER PAYABLES

2009 2008

RMB’000 RMB’000

Trade payables 62,266 83,900
Accrued charges and other creditors 101,122 48,982
Amount due to a director (a) 55 -
Amount due to a director’s wife (a) 101 108
163,544 132,990

(@) The amounts are unsecured, interest-free and repayable on demand.

(b) The carrying values of trade and other payables approximate to their fair values.

RESTRICTED BANK BALANCES
Restricted bank balances represent the retention money of RMB1,207,000 (2008: RMB4,624,000) pledged to a bank to
secure performance guarantees issued by the bank in favour of the Group to a major customer for satisfactory completion

of the relevant project work done by the Group.There is a charge over another restricted bank deposit of RMB845,300
(2008: Nil) as security for the issuance of bills payable by the Group.

BILLS PAYABLE

All bills payable are secured by a bills receivable of RMB2,000,000 (2008: RMB7,000,000) and restricted bank deposit of
RMB845,300 (2008: Nil) (note 17).

SHORT-TERM BANK LOAN

2009 2008
RMB’000 RMB’000
Short-term bank loan 15,000 13,000

The loan is secured by director’s personal guarantees, land use rights with carrying value of RMB404,000 (2008:RMB
416,000) and leasehold buildings with carrying value of RMB10,789,000 (2008:RMB 1 1,203,000). Interest is calculated at
5.31%-5.84% (2008: 6.723%) per annum.
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DEFERRED TAX (ASSETS)/LIABILITY

2009 2008
RMB’000 RMB’000
Balance at | January - 810
(Credited)/charged to income statement for the year (note 5) (5,630) (810)
Balance at 31 December (5,630) -
The Group has no material unrecognised temporary difference for both years.
SHARE CAPITAL AND CAPITAL MANAGEMENT
2009 2008
GBP GBP
Authorised:
140,000,000 ordinary shares of GBP0.0| each 1,400,000 1,400,000
RMB RMB
Issued and fully paid:
52,950,041 ordinary shares of GBP0.0l each 7,795,574 7,795,574

The Group’s equity capital management objectives are to safeguard the Group’s ability to continue as a going concern and
to provide an adequate return to shareholders commensurate with the level of risk.To meet these objectives, the Group
manages the equity capital structure and makes adjustments to it in the light of changes in economic conditions by paying

dividends to shareholders, issuing new equity shares, and raising or repaying debt as appropriate.

The Group’s equity capital management strategy, which was unchanged from the previous periods, was to maintain a
reasonable ratio between total debt and equity capital. The Group monitors equity capital on the basis of the debt-to-
equity capital ratio, which is calculated as net debt over equity capital. Net debt is calculated as total debt less cash and
cash equivalents. Equity capital comprises all components of equity (i.e. share capital, retained earnings and other reserves).

The debt-to-equity capital ratios at 31 December 2009 and at 3| December, 2008 was as follows:

2009 2008
RMB*000 RMB’000
Total debt 17,607 21,762
Less: Cash and cash equivalents ( 18,867) (12,582)
Net debt (1,260) 9,180
Total equity 144,398 143,007
Debt-to-equity capital ratio ( 0.01) 0.06
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SHARE OPTIONS

On 25 July 2006, the Company granted options over 410,837 ordinary shares to the Directors and senior employees of the
Group. Unless otherwise cancelled or amended, the share options will remain in force for 10 years from 25 July 2006.The
purpose of granting the share options is to provide incentives and/or rewards to eligible persons for their contribution to, and
continuing efforts in, promoting the interests of the Group.

The fair value per option granted in 2006 by the Company was RMB 4.75, estimated as at the date of grant based on the Black-
Scholes option pricing model using the following assumptions:

Share price at the option grant date £0.70
Exercise price £0.70
Risk-free interest rate per annum 4.5%
Expected average stock price volatility 35%
Expected option life 10 years

The Black-Scholes option pricing model was developed for use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. Such an option pricing model requires the input of highly subjective assumptions,
including the expected stock price volatility. The volatility could not be determined by reference to historical volatility, but
instead was derived by reference to publicly available information concerning the volatility of listed manufacturing companies.
Because the share options of the Company have characteristics significantly different from those of traded options and because
changes in the subjective input assumptions can materially affect the fair value estimate, the Black-Scholes option pricing model
does not necessarily provide a reliable measure of the fair value of the share options of the Company.

Number; terms and conditions of the options granted by the Company:

Number of options granted Total value of options

on 25 July 2006 at grant date RMB’000

Options granted to Directors 20,280 96
Options granted to employees other than Directors 390,557 1,854
410,837 1,950
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SHARE OPTIONS (cont’d)

Notes:
(I) The Group has recognised these share options in the income statement with a corresponding increase in share option
reserve in equity.

Cost of share options recognised under IFRS 2 2009 2008
RMB’000 RMB’000
In respect of options granted to a director - (40)
In respect of options granted to employees other 123 194
than directors
123 154

The following share options were outstanding under the share option scheme:

Category of Ac 3l Forfeited Ac3l Exercise period Exercise price of
artifi a)rlms Date of grant  December  during the December of sharecF: tions  share o tFi)ons /

particip 2008 year 2009 P P

R R } 25 July 2009
Directors 25 July 2006 to | July 2015 0.70
Other
employeesin 25 July 2006 228320 (5794 ) 52 23 July 2009 o 0.70

I'1 July 2015
aggregate
228,320 (5794 ) 222,526

The remaining contractual life for the share options outstanding at the year end date was 7 years.

REVERSE ACQUISITION RESERVE

The reverse acquisition reserve arose as a result of the reverse acquisition of the Company by World International on
14 July 2006. The reserve represents the difference between the nominal value of shares of World International (RMB
50,000,000) and the nominal value of the Company’s shares issued (RMB 7,356,060).

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Credit risk

Credit risk is the risk that a party to a financial instrument will cause a financial loss to the Group by failing to discharge
an obligation. The Group manages credit risk by setting up a credit control policy and periodic evaluation of the credit
performance of the other parties, measured by the extent of past due or default.

Carrying amounts of financial assets as at 31 December, 2009, which represented the amounts of maximum exposure to
credit risk, were as follows:

2009 2008

RMB’000 RMB’000

Amounts due from customers for contract work 55,307 106,712
Trade and other receivables 153,327 86,919
Bills receivable 19,900 8,400
Restricted bank balances 2,052 4,624
Cash and bank balances 18,867 12,582
249,453 219,237
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

The Group’s credit risk arises from cash and bank balances, restricted bank deposits, trade and other receivables and
amounts due from customers for contract work. Management has a credit policy in place and the exposures to these
credit risks are monitored on an ongoing basis.

As at 31 December 2009 and 2008, all the bank deposits are deposited with major banks in Hong Kong and state-owned
banks in the PRC.The credit quality of deposits with banks has been assessed by reference to external credit ratings. The
existing counterparties do not have defaults in the past. As such, no significant credit risk is anticipated.

In respect of trade and other receivables and amounts due from customers for contract work, the Group has policies in
place to ensure that the Group transacts with customers with appropriate credit history and the Group performs credit
evaluations of its customers. Accordingly, the Group is not considered to be subject to significant credit risk. In this
regard, the management are satisfied with the credit quality of the above financial assets.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with financial liabilities.

The Group manages liquidity risk by monitoring its liquidity position through periodic preparation of cash flows and cash
balances forecasts and periodic evaluation of the ability of the Group to meet its financial obligations, measured by the
debt-to-equity capital ratio.

Maturities of the financial liabilities of the Group as at 31 December, 2009 and 2008 were as follows:

2009 2008
RMB’000 RMB’000

Total amounts of contractual undiscounted obligations
Trade and other payables 163,544 132,990
Amount due to an associate - 7,350
Short-term bank loan 15,000 13,000
Bills payable 2,607 1,412
181,151 154,752

Due for payment:

Within one year or on demand 181,151 154,752

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Group manages interest rate risk, when it is considered significant, by entering into appropriate
swap contracts.

The Group’s interest rate risk arises from short-term bank loan carrying at fixed interest rate, which exposes the Group
to fair value interest rate risk. The directors are of the view that the exposure is not significant based on its short-term
maturities and it is measured at amortised cost.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates.The Group did not use any forward contract or currency borrowing to hedge its exposure to foreign
currency risk.

Carrying amounts of financial assets and financial liabilities as at 31 December; 2009 exposed to currency risk were as
follows:
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

2009 2008

RMB’000 RMB’000
Financial assets denominated in foreign currencies
Cash and bank balances 3,678 1,123
Trade and other receivables 19
Financial liabilities denominated in foreign currencies:
Trade and other payables (527) ( 575)
Net financial assets exposed to currency risk 3,170 548

The Group’s financial assets and financial liabilities exposed to currency risk were primarily denominated in United States
dollars and Euros.

Should the Renminbi at 31 December 2009 devalue by 10% against all foreign currencies, the carrying amount of the net
financial assets exposed to currency risk at 31 December 2009 determined in accordance with IAS 21| The Effects of Changes
in Foreign Exchange Rates would be increased,and hence the equity at 3| December 2009 would be increased, by RMB3 17,000
(2008 : RMB54,800).

Market price risk
Market price risk is the risk that the fair value or future cash flows of a financial instrument traded in the market will fluctuate
because of changes in market prices.

As at 31 December 2009, the Group did not have any financial instruments exposed to market price risk.

Fair value estimation

The carrying amounts of the Group’s financial assets and liabilities approximate their fair values due to their short-term
maturities.

CAPITAL COMMITMENTS

On 9 November 2007, Guangzhou Tinci entered into an agreement with Guangzhou Honsea Chemistry Company Limited to
set up Guangzhou Tiancheng Biodegradation Materials Company Limited (“Tiancheng”), a company with limited liability and
registered capital of RMB100 million. Guangzhou Tinci invested RMB9.8 million in December 2007, representing a 49% equity
interest in Tiancheng. Under the agreement, Guangzhou Tinci has committed to inject another RMB39.2 million into Tiancheng
on or before 16 November 2009.

On 22 October 2009, a special resolution passed by the shareholders of Tiancheng to approve the reduction of authorised
share capital from RMB 100,000,000 to RMB20,000,000. Following the capital reduction arrangement, there is no committed
amount on the part of Guangzhou Tinci for the remaining unpaid capital injection.

OPERATING LEASE ARRANGEMENTS

As at 31 December 2009, the future minimum lease payments to be received under non-cancellable operating leases are as
follows:

2009 2008

RMB’000 RMB’000
Within one year 124
In the 2 to 5 Years Inclusive -
Total 124

RELATED PARTY TRANSACTIONS

Apart from the information as disclosed in notes 12, 13, 15, 16 and 25 to the financial statements, the Group had no other
material transactions with its related parties during the year.



Notice is hereby given that the Annual General Meeting of the Company will be held at |8th Floor,VWWuyangxincheng
Plaza,No. I I I-115 Siyouxin Road, Guangzhou, China on 22 July 2010 at I 1.00 am Hong Kong time for the purpose
of transacting the following business:

Ordinary business

To receive and adopt the Company’s annual report and financial statements for the year ended 31
ecember 2009, together with the directors’ report and the auditors’ report on those financial statements.

To re-elect Mr XU Jinfu as a Director of the Company.

l.
D
2
3. To re-elect Ms WANG Keer as a Director of the Company.
4 To re-elect Mr CHENG Shifa as a Director of the Company.
5

To re-elect Mr David STEEDS as a Director of the Company.

6. To re-appoint PKF LLP Certified Public Accountants as auditors of the Company to hold office until the
next General Meeting at which financial statements are laid before the Company and to authorise the Directors
to fix their remuneration.

Special business

7. That the Directors be and they are generally and unconditionally authorised to exercise all the powers
of the Company to allot ordinary shares of £0.01each in the capital of the Company (“the Ordinary Sﬁares” ,
such authority to expire on the day falling |5 months after the date of the passing of this resolution or, if earlier,
at the conclusion of the Annual General%"leeting of the Company to be held in 201 |, unless and to the extent
that such authority is renewed or extended prior to such date, provided that the Company may make an offer
or agreement before the expiry of this authority which would or might require Ordinary Shares to be allotted
after such expiry and the Directors may allot Ordinary Shares pursuant to such an offer or agreement as if the
authority conferred hereby had not expired.

By order of the Board

Accuracy Corporate Services Limited.
Company secretary
2| June 2010

Registered office:

Room 101 I, 10/EWu Sang House,
655 Nathan Road, Kowloon,
Hong Kong.

Notes:

a. A shareholder entitled to attend and vote at the meeting may appoint one or more proxies to attend and,
on a poll, vote on his behalf. A proxy need not be a member of the Company.

b. A form of proxy is enclosed with this notice for your use in respect of the business set out above.To be
valid, the form of proxy together with the power of attorney or other authority (if any) under which it is signed
(or a notary certiged or an office copy of such power of authority) must be Io!ged at the Company’s registered
office at least forty-eight hours before the time appointed for the meeting.
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I/'We

of

beinga member of the above named Company,hereby appoint the Chairman of the meeting or [ A
as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be hel
at|8th Floor, Wuyangxincheng Plaza, No. | | I-I 15 Siyouxin Road, Guangzhou, China on 22 July at | [.00 am, and

at any adjournment thereof.

Please delete as appropriate below to indicate how you wish your votes to be cast:

RESOLUTION |

To receive and adopt the Company’s annual report

and financial statements for the year ended 3| December 2009. FOR /AGAINST
RESOLUTION 2

To re-elect Mr XU Jinfu as a director of the Company FOR /AGAINST
RESOLUTION 3

To re-elect Ms WANG Keer as a director of the Company FOR /AGAINST
RESOLUTION 4

To re-elect Mr CHENG Shifa as a director of the Company FOR /AGAINST
RESOLUTION 5

To re-elect Mr David STEEDS as a director of the Company FOR /AGAINST

RESOLUTION 6
To re-appoint PKF Certified Public Accountants as auditors

and to authorise the Directors to fix their remuneration FOR / AGAINST
RESOLUTION 7

To authorise the Directors to allot Ordinary Shares in the Company FOR /AGAINST
SIgNALUrE:. ..o
Dater....cooovviiiiiiiiiiii 2010

Notes:

a. A member may appoint a proxy of his/her own choice. If such an appointment is made, delete the words
“the Chairman of the meeting” and insert the name of the person appointed proxy in the space provided.

b. In the case of joint holders, the signature of any holder wilrge sufficient, but the names of all the joint
holders should be stated.
C. If this form is returned without any indication as to how the person appointed proxy shall vote, he/she will
exercise his/her discretion as to how he/she votes or whether he/sﬁe abstains from voting.

d. To be valid, this form must be completed and deposited at the Company’s Registrars, Computershare
Investor Services plc, PO Box 82, Bristol BS‘§9 7NH not less than 48 hours before the time fixed for holding the
meeting or adjourned meeting.
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