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SIMPLIFIED CORPORATE STRUCTURE
NAIRIBER

Simplified corporate structure of the substantial shareholder and major B ZEHEBHAE@MEBRE R EBLEH B A A
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Capinfo Company Limited (hereinafter referred to as “Capinfo” or
the “Company’ stock code: 1075) established in January 1998.
The Company listed on the Growth Enterprise Market of the
Stock Exchange of Hong Kong Limited on 21 December 2001 and
transferred of listing to the Main Board of The Stock Exchange of
Hong Kong Limited on 21 January 2011. Its controlling shareholder
is Beijing State-owned Assets Management Corporation
Limited.

Capinfo regards “Creating a reliable online business environment,
and providing quality network application services” as its mission,
and strives tobecome aleaderin providinginformatization services
to uplift clients’ value and an innovator in integrated application
of information resources. Over the last ten years, leveraging on
our extensive experience in providing informatization services
and the competitive advantage in information resources, the
Company undertook and completed the construction, operation
and maintenance of several substantial informatization application
projects in Beijing and nationwide. These projects included the
Beijing Medical Insurance Information System, Beijing Social
Security Card System, Beijing e-Government Network, Beijing
Community Public Service Platform, the overall operation and
maintenance services of Beijing-China portal website cluster,
the development, operation and maintenance of Beijing Housing
Fund System, the operation and maintenance services of
Beijing Non-Emergency Aid Service System, the construction,
operation and maintenance of Beijing Finance System, Multi-
language Integrated Information Service System for Olympics,
Wuhan Community Public Service Platform, Dongguan
Community Public Service Platform and Guangzhou Housing
Fund Information System, etc. It has been providing services for
public government affairs and for the benefits of the citizens, and
has formed a unique information technology service model for
substantial urban informatization projects.
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CORPORATE INFORMATION
NAEIER

REGISTERED NAME OF THE COMPANY

Capinfo Company Limited

LEGAL REPRESENTATIVE
LI Miniji
STOCK CODE (H SHARE)

1075

PLACE OF INCORPORATION
The People’s Republic of China (“PRC")

DATE OF TRANSFER OF LISTING TO THE MAIN BOARD

21 January 2011

DATE OF INITIAL LISTING ON GEM

21 December 2001

NUMBER OF DOMESTIC SHARES IN ISSUE
2,123,588,091 shares

NUMBER OF H SHARES IN ISSUE

774,498,000 shares

PAR VALUE OF H SHARES IN ISSUE
RMBO0.10 per H share

COMPANY WEBSITE

www.capinfo.com.cn

COMPANY TELEPHONE

8610-88511155

COMPANY FAX
8610-82358550

REEE BB

BEERBREBRNARAR

EERERA
FRE
AEFAH(HR)

1075

FE AL s B
REARLME(PE)

BEFRLEHAES
201151 A21H

ERIERE X LETHEEH
2001412 H21H
ERITREREE
2,123,588,091 %

E2ETHREE
774,498,0000%

EETHREE
HREHEA RE0.107T

NCIE R

www.capinfo.com.cn

ATES

8610-88511155

AFAEE
8610-82358550

04 CAPINFO COMPANY LIMITED



CORPORATE INFORMATION
NAEIE R

NAME OF DIRECTORS
Executive Director

Dr. WANG Xu (Chief Executive)

Non-executive Directors

Dr. LI Minji (Chairman)
Ms. SUN Jing

Ms. LI Zhi

Mr. PAN Jiaren

Mr. CAO Jun

Mr. Ql Qigong

Ms. LU Xiaobing

Independent non-executive Directors

Mr. CHEN Jing

Dr. WANG Huacheng

Mr. GONG Zhigiang

Mr. ZENG Xianggao (appointed on 18 January 2011)

NAME OF SUPERVISORS

Ms. LIU Jian (Chairman of the board of Supervisors)
Ms. GAO Yuanjun
Ms. XU Xiangyan

AUDIT COMMITTEE

Dr. WANG Huacheng (Chairman)
Mr. CHEN Jing
Mr. GONG Zhigiang

REMUNERATION COMMITTEE

Mr. CHEN Jing (Chairman)
Ms. SUN Jing
Mr. GONG Zhigiang

STRATEGIC COMMITTEE

Dr. LI Minji (Chairman)
Dr. WANG Xu

Mr. Ql Qigong

Mr. CHEN Jing

Dr. WANG Huacheng
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CORPORATE INFORMATION
NAEIER

SECRETARY OF THE BOARD

Dr. GAO Jiaging

COMPLIANCE OFFICER
Dr. WANG Xu

AUTHORISED REPRESENTATIVES

Dr. WANG Xu
Mr. Eric YU Tak Shing

COMPANY SECRETARY, QUALIFIED ACCOUNTANT
Mr. Eric YU Tak Shing

AUTHORISED PERSON TO ACCEPT SERVICE OF PROCESS
AND NOTICE

Mr. HUEN Po Wah

SUBSTANTIAL SHAREHOLDER

Beijing State-owned Assets Management Co., Ltd.
16th Floor, Block B, Focus Building,

No. 19 Finance Street, Xicheng District,

Beijing 100033 PRC

REGISTERED ADDRESS

No. 11 Xi San Huan Zhong Road, Haidian District,
Beijing 100036 PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

8th Floor, Kailey Tower, 16 Stanley Street, Central, Hong Kong,
PRC

PRINCIPAL PLACE OF BUSINESS INTHE PRC

12th Floor, Quantum Silver Plaza,

No. 23 Zhi Chun Road, Haidian District,
Beijing 100191 PRC
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CORPORATE INFORMATION
NAEIE R

HONG KONG H SHARE REGISTRAR AND TRANSFER OFFICE

Hong Kong Registrars Limited

Rooms 1712-1716, 17/F, Hopewell Centre,
183 Queen’s Road East, \Wanchai,

Hong Kong, PRC

INTERNATIONAL AUDITOR

Deloitte Touche Tohmatsu
35/F, One Pacific Place, 88 Queensway,
Hong Kong, PRC

AUDITOR INTHE PRC

Beijing Jingdu Tinwha Certified Public Accountants
5th Floor, Scitech Place,

No. 22 Jian Guo Men Wai Avenue,

Chaoyang District, Beijing 100004 PRC

FINANCIAL ADVISOR

KBC Bank N.V. Hong Kong Branch
39th Floor, Central Plaza, 18 Harbour Road,
Wanchai, Hong Kong, PRC

LEGAL ADVISOR

Tian Yuan Law Firm

11th Floor, Tower C, Corporate Square,
No. 35 Finance Street, Xicheng District,
Beijing 100032 PRC

PRINCIPAL BANKERS

Bank of China
China Merchants Bank
China Minsheng Bank
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FINANCIAL HIGHLIGHTS

AT Jfr+ fas]
s E
TURNOVER & %8
Unit: RMB ‘000
B AREETT 12 373,014
339,499 363,125
288,254
223,171
20064 20074 20084 20094 20104
GROSS PROFIT E£X|
Unit: RMB ‘000
B ARETT 136,781
114,142 119,515
92,815
54,964
20064 20074 20084 20094 20104

EARNINGS ATTRIBUTABLETO EQUITY OWNERS # &= #EH A B 525

Unit: RMB 000
B ARETFT 73,706
53,215
47,107
11,577
20064 20074 20084 20094 20104
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FINANCIAL HIGHLIGHTS
i 2

EARNINGS PER SHARE &&=
Unit: RMB Cents
B ARBES 2.54
| |
20064 20074 20084 20094 20104
ASSETS AND LIABILITIES EER A&
Unit: RMB "000 041,018 939,809
B ARBTFT 860,600
786,978

689,725

721,705
I562 659 614,264

626,479
234 121 262 619 213 104
197066 172 714

2006¢ 2007$ 2008$ 2009¢ 20105F

| Total Assets | Net Assets [l Current Liabilities
EERE EERE REEE
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CORPORATE VISION
NETEb

A Leader in Providing Informatization Services to Uplift Clients’ Value
4 FERICBRBREAZTFEENAEE
A An Innovator in Integrated Application of Information Resources

FRERESEANAINE
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CHAIRMAN'S STATEMENT
EEHE

Dr. Li Minji/Chairman
=RE@L EER

In the next five years, the development objective of the Company is to achieve
an annual sales revenue of RMB1 billion. The Company strives to become the
best enterprise and model enterprise in the IT services industry and creates the
best value for its shareholders.

ARAEFAANBRREEREREEFHEVAZIAREI0ET - BHREARIT
BRBTENEELENERNEE  ARRAEEAEE-
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CHAIRMAN'S STATEMENT
EEHE

In 2010, under the stable and continuous growth of the domestic
economy, the Company achieved steady and rapid progress in its
businesses as well as smoothly accomplished various operation
tasks and significant working plans as formulated by the board of
directors at the beginning of the year.

As at 31 December 2010, the Company has sustained a profit
attributable to equity holders of the parent of approximately
RMB73.71 million, representing an increase of 11.79% over
last year. Revenue from operations amounted to approximately
RMB373 million, representing an increase of 2.72% over last
year whilst earnings per share amounted to RMB2.54 cents,
representing an increase of 11.40% over last year. By reviewing
the business development in recent years, the Company has
been stepping forward with a steady and rapid pace in the IT
market which is full of opportunities and challenges.

In 2010, the management of the Company implemented a series
of measures to ensure the stable operation and prompt growth
of the Company, including the expansion of value-added services
of businesses, reinforcement of internal control management,
adjustment of strategic planning, formulation and optimization of
the layout of organization structure, as well as activation of the
consultation planning of human resources. These measures further
speeded up the Company's progress towards a “high-end-oriented
and Internet-oriented IT services” development direction.

In terms of business expansion, the Company focused on the
construction of core businesses through a number of channels
to seek for larger opportunities for development. These included
intensifying marketing works, enhancing research and development
and innovative technology standards, and optimizing service quality.
Each segment of the Company’s core businesses demonstrated the
capability of building high-end consultingand IT planning teams, active
research and development for customization needs, strengthening
ITIL operation, maintenance and management, and maintaining
good communications and close relationships with customers. The
overall capability of project management was enhanced. In terms of
managment and control, the Company continuously enhanced the
construction of systems whilst emphasized on internal control and
self-assessment. As a result, progress was further made in uplifting
the management and control standards of the Company, and
ensuring steady and rapid growth of the operations of the Company.
In terms of rewards, the Company emphasized that remuneration
rewards should be in line with performance. Rewards should
be competitive and in line with the development stages of the
Company, arouse employees’ innovative potential and continuously
improve the results of the Company.
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CHAIRMAN'S STATEMENT
F RS

During the year, the Company strictly complied with the Rules
Governing the Listing of Securities on the Growth Enterprise
Market of the Stock Exchange of Hong Kong Limited as well
as the requirements of inbound laws and regulations that at
the place of listing. The Company established a set of decision-
making mechanism and supervision mechanism to ensure the
legitimacy and standards of the Company. The board of directors
and its subordinate committees also committed tremendous
efforts in enhancing management level, increasing management
transparency, and implementing key tasks. These included the
boost of strategic planning, human resources planning and
remuneration reform.

On 21 January 2011, based on the healthy financial performance
and development prospects, the Company was approved by
China Securities Regulatory Commission and the Stock Exchange
of Hong Kong Limited to successfully transferred the listing to
the Main Board of the Stock Exchange of Hong Kong Limited.
The Main Board will act as a financing market for the Company's
further growth. Looking forward to the next year, the Company
will rely on the existing resources to maximize its core values and
to realize its strategic planning objectives. The Company will also
seize the opportunities from the State's “twelfth five-year plan”
and proactively participate in the construction of “Smart Beijing”
to strive for higher values for the shareholders.

On behalf of the Board of Directors, | would like to take this
opportunity to express my sincere gratitude to the shareholders,
business partners and people from various sectors for their
consistent and persistent supports to the development of the
Company.

Dr. Li Minji
Chairman of the Board

Beijing, the PRC
21 March 2011
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CORPORATE MISSION
NS

Creating a reliable online business environment

4 RIEASERERRE

Providing quality network application services

REEE R RE R RS
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MANAGEMENT DISCUSSION AND ANALYSIS
BEREwmED T

Dr. Wang Xu/Executive Director

and Chief Executive

EEL BTESRAR

As the Beijing Municipal Government promoted the construction of “Smart
Beijing” as its objective and leveraging on our industry position and competitive
advantage in resources gained from years of experience in significant
informatization infrastructure, the Company is looking forward to larger
development opportunities in newly-developed industries including the Internet
of Things and cloud computing.

EELRTRAERERLERIBEENRY  BEAASFEERRFRLERRKRIERE
RPN TREVRERED  BEBEVEBSA  EESRARMEERPLRE
REVBR RIS -
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MANAGEMENT DISCUSSION AND ANALYSIS

B [E 5w B AT

FINANCIAL REVIEW

During the year 2010, following with the launch of new medical
insurance policy by the Beijing Municipal Government, the
expansion of the coverage of medical insurance services and
improvement on the informatization service of medical insurance
were furtherimplemented. With the advancing force of reinforcing
informatization management on government affairs by the
Municipal Government, certain progresses were made as the
Company focused on the provision of services such as upgrading
informatization and expanding of value-added businesses to key
customers in Beijing such as government authorities, enterprises
and organizations and medical institutions as well as overseas
clients. For the year ended 31 December 2010, the Company and
its subsidiaries (collectively the “Group”) recorded a turnover
of RMB373 million, representing an increase of approximately
2.72% over last year.

BUSINESS REVENUE

In accordance with the industry characteristics of the Company,
revenue was recognised using the percentage of completion
method. In 2010, the revenue of the majority of the projects of
the Company was fully recognised, while certain projects has not
yet completed due to the testing stage of the clients and thus the
revenue was not fully recognised. During the year, net revenue
from fundamental businesses including the Medical Insurance
Project, the Social Security Card Project, the e-Government
Network Project, the Community Service Information Project, the
Beijing-China Project and Government Departments Project was
approximately RMB271 million. The profitability approximates to
that of last year and accounted for 73% of revenue from principal
business.

For the year under review, the Group recorded a gross profit
of approximately RMB137 million and a gross profit margin of
36.67%, representing an increase of approximately 11% over
that of last year.

B ¥ 12l
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% WES—TERR © HiZ=2010912H31H -
AARREMB AR (GBI AEE])EEKRA
EARMEITMEIL BMEFHEELN2.72% °

E3/ TN

BEARFNITERE  ReXRATIADL
FSEMERULA 20105 » AR DEEHE
PRERRA @ EHBHEEZEF HRER
BERFEEYERTETL EMAERE
BRRA - REE - AFBRER « R RE
B ETHEERER  BTHRER - 8%
ZERBEMRMEEE SEAREKRTER
SR AL B AR 7B BFIKFERESE
HE  BEEFEBWARNTI% °

REBFE  AEBEREMNNAARK137
BT - EFZEIE36.67% @ REFEFXRER
4911 % °

1 6 CAPINFO COMPANY LIMITED



20 ] O fnﬁa/ Report

MANAGEMENT DISCUSSION AND ANALYSIS

B [E 5w B AT

Net revenue from others was approximately RMB102 million,
representing an increase of approximately 23% over that of last
year and accounted for 27% of revenue from principal business.
Revenue from others mainly derived from contribution of Housing
Fund businesses, out-sourcing businesses from call centre and
operation and maintenance businesses of other e-government
systems. The growth in revenue was mainly attributable to an
increase of newly signed projects and the Company imposed
stringent requirement of profit for existing projects.

Other income was approximately RMB34 million, representing an
increase of approximately 48% over that of last year. The increase
mainly derived from topic research and development, gain from
entrusted investment, property rental and interest income. The
increase mainly included the increase of subsidy income for topic
research and development for this year, investment gain from
entrusted investment and the increase of income from property
rental.

SHAREHOLDER'S EQUITY

The Group has attained an audited profit attributable to equity
holders of the parent of approximately RMB73.71 million for the
year under review, representing an increase of approximately
11.79% over that of last year.

CURRENT RATIO AND GEARING RATIO

The Group's current ratio, defined as total current assets over
total current liabilities, maintained at a relatively reasonable level
of over 3 while the gearing ratio, defined as total borrowing
over net assets, stayed at a relatively low level of less than 2%.
Both ratios reflected the sufficiency in financial resources of the
Group.

LOAN AND CASH AND BANK DEPOSITS

The Group had unsecured loan of approximately RMB6.36 million
in 2010, which was applied for construction of e-commercial
platform from Beijing Finance Bureau in 2002 by the Company’
bearing interests at an average interest rate of 2.85%. Cash, bank
balance and bank deposits of approximately RMB589 million
of the Group were mainly derived from operating activities,
representing an increase of about 20% over that of last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

B [E 5w B AT

CAPITAL COMMITMENT AND PLEDGE OF
ASSETS

The Group had capital commitment of approximately RMB23.54
million which maintained the same level as that of last year with
insignificant movement. The Group had no assets pledged and
had no significant contingent liabilities. The Group's financial
position was not exposed to fluctuations in exchange rates or
any related hedges.

EQUITY INVESTMENTS

In 2010, the Company'’s gain from equity investments in associates
was approximately RMB6 million, representing an increase of
approximately 606% over that of last year, which mainly derived
from the increase of profit of associates. In order to reinforce the
management of equity investments so as to increase the overall
investment gain of the Group, the Company disposed of certain
equity investments of which the Company was not in control and
making loss over a long period of time. It includes Beijing Credit
Management Bureau Co., Ltd. (of which the Company had 22.3%
shareholding interest), Beijing Community Service Company
Limited (of which the Company held 25% shareholding interest)
and Guangdong UCAP Information Tec. Co., Ltd. (of which the
Company held 5% shareholding interest).

The Company reorganised and reformed the equity of Dongguan
Longxin Digital Technology Company Limited (“Longxin
Company"), aiming at stimulating the working incentive of the
management of its subordinate enterprises. The management of
Longxin Company has injected capital of RMB940,000 and the
Company'’s shareholding interest in Longxin Company has been
diluted from 60% to 41.96%. Accordingly, Longxin Company has
become an associate of the Company from a subsidiary.
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MANAGEMENT DISCUSSION AND ANALYSIS

B [E 5w B AT

During the year, based on the existing technology platform,
Beijing Culture & Sports Technology Co., Ltd. (“Culture & Sports
Technology”) successfully completed its transformation. The
Company, together with the other four shareholders enlarged
their shareholdings and contributed an aggregate of RMB40
million into Culture & Sports Technology. Upon such capital
injection, the Company's shareholding interest in Culture &
Sports Technology has been diluted from 100% to 45%. Owing
to the right of holding majority seats in the board of the Culture &
Sports Technology, the Company still has control over it.

INCOMETAX

As at the date of this report, the Company was awarded as “key
software enterprise under state planning and layout” jointly
by National Development and Reform Commission, Ministry
of Industry and Information, Ministry of Commerce and State
Administration of Taxation, it is therefore entitled a preferential
tax rate of 10% (2009: applicable tax rate of 10%). During the
year, the income tax expense of the Group was approximately
RMB4.93 million, representing a decrease of approximately 35%
over last year. The decrease was mainly due to the increase
of profit together with the decrease of deductible temporary
differences not recognised during the year, and increase of
reversal on deductible temporary differences not recognised
during previous years.

DIVIDEND

Owing to a fair result, strong cash flow of business including
recurrent business, final dividend in respect of the year ended 31
December 2010 has been proposed by Board of the Company. The
dividends payable to the holders of Domestic Shares and cash
dividend payable to natural holders of H shares was RMB1.15
cents (equivalent to HKD1.36 cents) per share, together with
an interim dividend of RMB2.05 cents (equivalent to HKD2.35
cents) per share, the total dividend for the year was RMB3.20
cents (equivalent to HKD3.71 cents) (2009: nil).
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BUSINESS REVIEW ¥7&[EEE

CORE BUSINESS #/0¥%§
Beijing Medical Insurance Information System 1t R EBEREEZEZ#

Beijing Medical Insurance Information System (”“Medical Insurance
System”) is one of the major infrastructure projects in the course
of informatization development of Beijing. After ten vyears’
construction and commissioning, Medical Insurance System is
now serving as the backbone to the general medical insurance
information service system of Beijing in line with the economic
and social development of the metropolis. The system has now
extended to more than 1,800 designated medical organizations,
over 320 social security district offices, more than 3,000 schools,
180,000 enterprises and over 10 million insured people, achieving
a full coverage of the target market. As the system development
is making constant progress, it has also contributed to Beijing's
leading position with regard to medical insurance information
service.

EEMEERREE RS ([BREY J)%%%@jﬂé (CEMRIEZ — LB TFNERFET  ZERBAIXE
THA jt,??%/%ﬂiA%ﬂ?eﬁﬁﬂE@%ZK SERBEERISER  BE2M1,800% K TR EEME « 320 RETEAR
FT + 3,000 R &% - 18%%%@%&£m1000§%1%%%/\ﬁ$ BRTEREGREAREZEE - BERKERNAE
BRE - thiF RmEERREBCRE KLY 2BIRIS -

Established and maintained by the Company, Medical Insurance  2010%F * AR B EAZE « BHENBRRERE
System was running steadily in 2010. During the year, the Medical ~ 1Ti2/E * A ZEIMIEEKHNFAE  WE TE
Insurance System completed developments of a series of new  EEAFIZHFRHE - FRIFRHIE - SR
services such as the provision of medical treatment to cardholders —v—/\E\F'EJ- WEERMZ - BERBEAEM
in clinics and hospitals, medical treatment to retired citizens and ~ #Z & —Z— /N WEERBERESE —R5H
urban and rural citizens, medical treatment to medical staff as %ﬁ“ﬁﬁﬂi ARTEREFAZERNRBES
well as the “elderly-and-child” policy in urban and rural areas. k'@ ARFEEMRENL T P_T]TI SR R BRI UL -
To cater for the growing demand for Medical Insurance System EIEHEFE’J%F HE - mEENGE R -
service, the Company has set up four medical insurance system  [FIF% - T%EETE?ﬁ}Eﬁ:‘Fﬂ E 4K
stations to centralize control, supervision and management. The " RIHK - FETR S RGIZE -

Company also strived to improve its customer services and the

operation and maintenance level as well as to upgrade its service

standard on an on-going basis.
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Beijing Social Security Card System 1t Rt EREFZH

Based on the medical insurance information system in Beijing,
Beijing Social Security Card System (“Social Security Card System”)
forms an integral part in the informatization development of the
local social security system. The system was first introduced into
the medical insurance sector to cope with problems arising from
medical treatment expenses real-time settlement, so as to shorten
medical care reimbursement duration by charging no advance fee
and taking out reimbursement procedures on the case of social
security cardholders and bring in more convenient medication
service to the people. Beijing Social Security Card enables 10 million
insured people to enjoy real-time expenses settlement service
when receiving medical treatment at 1,800 designated medical
organizations in Beijing and the application of the card is expected
to see further extension into other social security sectors.

ERTHERERES(HRREGDEKEERTBRRRESZRMmE
ZHEKED - EXRFEERARERRREE - UFRERERERNKEERE -

SARTH SREBRE B LERNE
ERSRABRFRE[TRN - 27

] EERREMMEEY  SREEMRE - ERTHERERA/ET1,000ZE2RARFE1,800F R EHEE
RS IUBRHNNGEERY - YRS EERAIE ML SRER -

In 2010, the Social Security Card System posted positive results
underthe managementand maintenance of the Company and was
awarded "Achievement in the Construction of Application System
of Social Security Card Project for Beijing City " by Beijing Municipal
Bureau of Human Resources and Social Security, which further
enhanced the brand image of the IT services of the Company.
During the year, 1,800 designated medical organizations in Beijing
realized the practice of providing medical treatment to holders of
Social Security Card with real-time settlement. The accumulated
card issuance amounted to over 7.5 million cards (2009: 1 million
cards). Medical treatment with real-time settlement was provided
to over 29 million headcounts. Meanwhile, the construction
of Social Security Card Service System was in progress
smoothly. For the convenience of cardholders, the Company
launched a social security card service website and provided
cardholders with convenient services by setting up service
outlets and self-service terminals. During the year, the number
of page views of the social security card website hit a total of
1.62 million.
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The e-Government Network EFHEZH

Launchedin2001, Beijing'se-GovernmentNetwork hasbeen serving
as a unified platform for government information communication
and offered fast, stable and reliable internet service to government
authorities at all level, party and government departments and
information resources units via fiberoptic broadband metropolitan
area network. According to the various needs of e-government
system, the Company constructed secure and reliable websites
in a rapid and flexible manner to meet application requirements of
information exchange system at government agencies and office
operation system at all units.

ERMEFREEFEAEN2001F - RIERHEBEEENE A TE - BBILARTHERERRARIERTOZ
RBT - RBEEANEREREMRERSE  BE 2 A ENBERE - REEFHRENSERTRK - RE
A RE - AISEAR  REBERRZEERERNZERBES  SRBUMAEBRRHERTK -

In 2010, upon completion of upgrade and reform of the 20104 @ A RFEERZMNELNE FEIEE
e-Government network set up and operated by the Company, BT FFkiE - B4 AT B RS 7K
the functions of the network and the sustainable service level SE|BREEIRF o AFE + KL R EFEIE
improved significantly. Beijing e-Government network hosted —HH7¥KﬁE@¥WFTﬁﬁ—Wﬁ§KEEL117§(2009
117 networks of virtual businesses during the year (2009: 107), % : 107&) - 7%%%%&@1%52 T‘Jﬂlﬁﬁt .
supporting the safe and reliable operation of various important & AE - FA BN AEEE « B2 ?E‘E—r
network systems in Beijing such as social security, administrative It RMEARBPEZFNLE %E 170
review, public hygiene and epidemic prevention, new medical

cooperation in rural areas and emergency command.
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The Community Service Information System 1t ERHE1=E Z#

Beijing community public service platform is accessible to
government departments, social organizations and community
residents and provides its end users with basic information
related to public welfare, public and convenience service as well
as community management. After ten years’ construction and
operation, its coverage has been widened to reach 16 districts,
1 economic development zone, 183 neighborhood and 2,539
community committees across the city. With the support of 96156
community service call system, community service websites,
community information management system and a number of
service providers under centralized management, community
service platform provides service to all citizens and community
workers, and also contribute to the government decision-making
process.

1. 96156

1

ERmHBEAKRBFERAARS  H@EMNHRER - RHERAHK - AmBENRE L EREEERES
R - HEARRETELB+FNERMET  REBECBE 2 RTI16ERS - 1ELERERE - 183(E4E

E - 2,539ABERE - KFL9615641 % ARIGE I R4k
BEZMRGHE > METER - R IIEE RBITAREHRE -

CHERBEGE  HRESEERGANG—RBEIEDN

As the government is reinforcing its management orientation on
civil affairs and people’s livelihood, community service platform
also ushers in new opportunity. In 2010, the comprehensive
upgrade of the Community Service Information System and
website (www.96156.gov.cn), established and maintained by the
Company, fully optimized the capacity of the service platforms.
Twelve new service hotlines under the 96156 hotline server are
now open to public, including “96156 Beijing elderly and disabled
spiritual care hotline’ “96156 Beijing funeral service hotline”
and "Beijing barrierfree information exchange platform for the
disabled” During the year, the amount of service platforms
totaled 2.28 million, which provided convenient and efficient
information services to the public. In the meantime, the Company
also supported the development of new social service hotline
businesses including household services for the elderly, funeral
service, marriage registration services, domestic services and
disabled assistance services.
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Beijing-China B #2&

As a portal website for the Beijing Municipal Government, “Beijing-
China” (www.beijing.gov.cn) is an important channel for information
release, online service and public communication to the local
government. As the operation and maintenance service provider to
“Beijing-China” website, the Company has fully leveraged on the
current operation and maintenance capability, IT service support
capability, continuous innovation and service integration capabilities,
to build “Beijing-China” website into a top-ranking online portal,
presenting the world with a comprehensive display of the capital city
Beijing. The website was named the “No. 1 Nationwide Government

Portal Website” for four consecutive years from 2007 to 2010.

H & 2 & (www.beijing.gov.en) it R ARSI @Y - BRIERMBNEE AR - #LitE - BATMRMNEESR

B EREH AWMU ERELRGIENE - RRRSNACANBUTHEMERE

ITIRISRIERE S #5488

B NFIRGE AR - EEH 2 EERARBEAREL - £ERA—ROWTFIP - 2EER S FICREOELR - 2007

2010 @ [E#2 & BENFRI|2BBAPIPEEE —%& -

In 2010, the operation and maintenance tasks for both the
technologies and contents of “Beijing-China” website undertook
by the Company proceeded steadily and successfully ensured
the security for the major events such as the NPC and CPPCC
sessions, the opening and closing ceremonies of the Shanghai
World Expo and during festival holidays as well as the operation
and maintenance tasks of the “Online Expo Beijing Pavilion”
“Online Expo Beijing Pavilion” was one of the three major tasks
of Beijing’s participation in the Shanghai World Expo. Of which,
the Company was responsible for the production of the theme
pages of “Beijing Week"” and “Beijing Pavilion’ which brought
a 3D digital virtual pavilion to life and shared resources with
“Beijing-China” According to the statistics of Bureau of Shanghai
World Expo Coordination, the theme page of “Beijing Pavilion”
accumulated nearly 40 million hits as of the end of the World
Expo, being the top online pavilion in the country.

During the year, the Company also combined the demands of
“Beijing-China” business and reformed the cloud computing
service among websites in order to pave the next step of the
application and technology innovation of cloud computing for the
Company.
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SEED BUSINESSES EF¥i
Call Centre FFIY Fh/00 7

Capinfo Call Centre provides a more convenient and humanized
outsourcing calling system service for the Beijing Municipal
Government, enterprises, business units and citizens with aims
to release mental pressure, resolve social conflicts and create a
harmonious society. Service includes 12319 City Management
Hotline, 96102 Beijing Medical Insurance Service Hotline,
59321109 Beijing-China Ethnic and Morals Hotline, 82011234
Beijing Housing Loans and Guarantees Centre Service Hotline,
96117 Junhao Properties Customer Repair and Complaint
Hotline and 59321108 Beijing e-Commerce City Customer Service
Hotline etc.

BEMUFRLAIERTRAMEE  FREMARTRIEHERRE -

T R GEINEIRT - WEIRER O
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In 2010, the Call Centre of the Company not only played an
important role as a supporting platform of IT services continuously
by providing hotline services to 96102 Social Security Card and
Medical Insurance services and the Beijing-China service, but
also tremendously developed outsourcing calling services and
expanded the service area by providing services to 12319 City
Management Hotlines and Housing Loans and Guarantees
Hotline in the way of Business Process Outsourcing (BPO).

During the year, the total volume of incoming calls of the Call
Centre reached 1.4 million, representing an increase of 79%
compared to last year. In order to improve service quality, the
Company constantly enhanced operational management,
developed a more mature quality supervision and testing system
for the calling business, as well as unceasingly optimized the
operation quality.
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Housing Fund System {tEAEL FE#

— The management institution for Housing Fund service comprises of

Housing Fund Management System, Housing Subsidy Management

T R e L =T System and Housing Fund Loans Management System, being
. : Eﬂ"d"’""‘ V- responsible for workers' housing fund deposit, withdrawal, loans
:¢1=h'*1‘" T S : and public maintenance fund. The comprehensive business
‘:ﬂ : “:—————-::"_ et management system of Beijing Housing Fund thoroughly supports

—~ = the development of Beijing Housing Fund Management Centre,

= pvliesten i R e providing convenient and quality services for fund depositors and
‘ e - 5% agents. Until now, the system covers 5 million fund depositors in
Beijing and manages capital of over RMB100 billion.

FEABLEERBNEFAEEEERE  AEFLABLEERAS EEMUERAS ERABSEREESE
Rk REBRINEEABSESF R ERRAHBECESERR - IREFABSEAEBERRARR
EREFLABESERROERBRRIBFE2EE  RABSEEA  BRABSREERE - BEHRE - 25 %
AR EEILRB00EAESHTA  ERESBTRITARY

In 2010, the Company was granted as the main contractor for the ~ 2010%F * ARSIt REEATE S RGEBRE
Beijing Housing Fund System and was responsible for five projects 1% * B & FZEEL - B EHFR0E -
including online operation system, upgrade and rebuilding of EREREHAFNE GEEFEEZRFEE
network system, upgrade and rebuilding of application system, NMEHEZXZAAEIER - FARHKEITTF
operation of comprehensive business management system as 1= &% REMESEIZERA o

well as operation of supervision system. During the year, the

systems had steady operations with high efficiencies and the

service quality was well recognized by customers.

The Housing Fund business had explored the way to success FEABESEBKARRIUITERTLE  EHMA
for the Company's development strategies of “based on the Z2BTHMNEERE FERTHRINERX - BRI
industry, facing the country’s market” Currently, the project had FZEEBEXWMEERE - EAE NELEED
gained industry and professional development in Guangdong HIESEITT3 - EEMAMRBEHE - KAR
province, Guangxi province and some parts of northern China,  FIAfTEEHMEZBETEHRINESD] -

and set as a successful example of expanding the country's

market by industry software of the Company.
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OTHER BUSINESSES

In 2010, the Company tremendously expanded core business
whilst focused on the exploration of value-added services for core
business. The successful promotion of value-added IT services of
medical insurance was a good attempt for the Company to explore
profit channels. The e-Community system thoroughly developed
brand new pilot schemes for “comprehensive platform of social
service management” based on the Beijing “innovative operation
project of social service management’ so as to establish a
technical support for the innovative development of Beijing
social service management. Multi-lingual business had a unique
competing mode based on “international language service and
web portal service on the Internet’ not only providing services
to major customers in Beijing and Tangshan successfully but also
attained overseas customers such as Toronto Stock Exchange,
Canada.

During the year, the Company activated the exploration of
financial information technology. Apart from the provision of IT
services to current financial enterprise customers, the Company
also participated in the consultation and planning of information
construction of Beijing Financial Assets Exchange and entered
into an “Overall Strategic Cooperation Agreement” with it. Public
safety service business was also greatly developed during the
year. Unique service modes of “practical planning, detection
assistance and technical training” were established in Beijing's
public safety system and were widely applied. The “Beijing
international language public information services and cloud
computing platform project” reported by Network Multimedia
Laboratory obtained capital support from Haidian district's
promotion of substantial technology achievement and industrial
projects. This was a new attempt for the Laboratory to incorporate
the business prospects and cloud computing technology, and to
support the Company's strategic development through project
capital.
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In the beginning year of the State's “twelfth five-year” plan, the
Company seized opportunities to proactively participate in the
pilot schemes of the Internet of Things in Beijing urban areas.
Initially, a current e-Government network was set up and the
BOT mode was adopted to develop functions, increase wireless
base stations and connect optical fibres. These measures were
launched for the construction of Beijing information network of
things and perception centre project in order to found a solid
base for the Company to set foot in the industry of the Internet
of Things.

MANAGEMENT OF EQUITY INVESTMENTS

In 2010, the subordinates of the Company achieved satisfactory
progress in their respective business area. Dongguan City
Longxin Digital Technology Company Limited became a “Key
Enterprise in the Software and Information Services Industry
in Guangdong Province" Following the capital raising and share
enlargement of Beijing Culture & Sports Technology Co., Ltd.,
it organized a professional ticketing operation team shortly and
successively obtained various ticketing qualifications as the
general agent. The “Shuiniao Ticket” brand (www.shuiniaoticket.
com) was launched successfully. Capinfo Soft Co., Ltd. (www.
capinfosoft.com.cn) was granted “2010 Liaoning Outstanding
Software Enterprise Award’ “2010 China Software Star Award”
and Liaoning province's “Certificate of New Hi-tech Technology
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Enterprise” The company currently owns 25 software products
with intellectual property rights and becomes a leading enterprise
in the e-Government area in Liaoning province.

During the year, the Company disposed of certain equity
investments of which the Company was not in control and
making loss over a long period of time, which laid a foundation
for the Company to concentrate and manage existing and future
high quality equity assets in the future. For details of disposal of
equity investments, please refer to “Financial Review — Equity
Investments” on page 18.
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HONORS AND AWARDS

° Awarded the title of “2010 (9th) Top 100 Enterprises in
China in terms of Revenue from Software Business”

° Accredited as “Major Software Enterprise in National
Planning 2010”

° Awarded “Outstanding Contribution in Electronic
Information Platform from Technology Platform in the
Capital”

o Awarded “Achievement in the Construction of Social
Security Card Project”

o Awarded the title of “Independent Innovation Model
Enterprise in the Software Industry in the State's
Independent Innovation Model Zone — Zhongguancun”
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DEVELOPMENT STRATEGIES

During the year, with the assistance of a well-known consultancy
in the PRC, the Company developed the formulation of strategic
planning. Through the consolidation and system analysis of the
foundation businesses, seed businesses and business prospects,
the Company incorporated its own resources and strengths to
formulate a set of complete and systematic long-term strategic
objectives to suit the Company’s development with the themes
of "high-end IT services, service-oriented software products,
value-added project operations, professional industry expansion,
and standardized mergers and acquisitions” Meanwhile, with
the emphasis on increasing market shares, expanding industry
markets, strengthening investment mergers and acquisitions,
as well as enhancing the constant reform directions of group
management, the Company also adjusted the organization and
structure by promoting middle management personnel who
were young, talented and experienced in the industry to be the
middle-to-senior management. This served as a crucial support to
realize its strategic development objectives.

E4EE

AEE  EEAMNEEARBORIT - 27
PR T BUES AR BIHIE T1F - BBEARRLE
B BTEBRBESEHNEZERE - 25D
1 EEBFNERNES  HEt—E#Ea
AABE - BRATE ARNEHEEER
BAR - WERH TITRE & m - RHFERR
Be - BMAEHEEL  TEREREXRLE X
BRRERB(LINERRE - AR - $HHIES
MHEEER  REARTETS - RICKREY
B TERBLERNIBESENR - RAE
EITTABEEAEE BT HFERER
M ERBNTBENEEERFTSERE
RERNABRERAFRRTAENIE -

30 CAPINFO COMPANY LIMITED



20 ] O j_cnﬁal Report

MANAGEMENT DISCUSSION AND ANALYSIS

B [E 5w B AT

FUTURE PROSPECTS

On 21 January 2011, the Company officially transferred the listing
of its H shares from GEM of the Stock Exchange of Hong Kong
Limited to the Main Board. The Main Board will act as a platform
for the Company to realize its strategic development objectives.

In 2011, the Company will rely on the platform resources of the
Main Board to further boost the profitability of its foundation
businesses and value-added services of foundation businesses
in accordance with the Company’s strategic development
objectives, as well as to intensify the internal control of the
Company and the management of subsidiaries. The Company
will further reinforce investment mergers and acquisitions,
implementitsinnovative business mode and scaled development,
to continuously optimize the Group's asset structure.

As the Beijing Municipal Government promoted the construction of
“Smart Beijing” as its objective, and with the boost of the State's
“twelfth five-year software service industry plan’ leveraging on
the Company’'s industry position and competitive advantage
in resources gained from years of experience in significant
informatization infrastructure, the Company is looking forward to
larger development opportunities in newly-developed industries
including the Internet of Things and cloud computing.
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HUMAN RESOURCES

The Group had a total of 1,071 employees (2009: 897 employees).
The staff cost was approximately RMB128 million (2009: RMB107
million). In 2010, the turnover rate of the employees was 19.53%,
mainly attributed to the higher mobility of Call Centre’s personnel
whilst middle-to-high end technical and management talents
remained relatively stable.

Duringtheyear, the Company employed professional organizations
to conduct consultation regarding human resources strategies,
so as to construct a complete human resources management
system fully in lines with the strategic objectives of the Company.
Meanwhile, the Company persistently improved personnel
assessment mechanism and performance management system
by overall evaluation and design of employees’ performance
assessment and career development, which further assisted
to build their career routes. In terms of attracting and training
talents, the Company set a foothold on the existing human
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resources to carry out corporate training and on the other hand,
fully made use of the social human resources to appropriately
attract and recruit talents for the planned training work. In 2010,
the Company organized 37 trainings for 518 person-times,
which included mainly professional management trainings,
professional technical trainings, process standard trainings and
new employees trainings.

In order to raise the sense of belonging and honor of the
employees, the Company also organized various cultural, sports
and charity activities. These activities enriched the spare and social
lives of the employees and also strengthened their cohesion. In
2010, the Company’s football team had won the championship in
the "1st Five-a-side Football Competition” organized by Beijing
State-owned Assets Management Co., Ltd..
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INDEPENDENT DIRECTORS" REPORT

BN ERWE

As the Independent Non-executive Directors (“Independent
Directors”) of Capinfo Company Limited (the “Company”), we
were in strict compliance with the Companies Law, the laws
and regulations of the Rules Governing the Listing of Securities
on the Growth Enterprise Market of the Stock Exchange of
Hong Kong Limited, and the Company’s Articles of Association
throughout our work in 2010. We executed our responsibilities
as Independent Directors to safeguard the lawful interests of the
Company and the shareholders as a whole.

The Independent Directors of the Company meet the
independence requirements set out in the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited and have professional
background and experiences in financial, legal and information
sectors, and hold the posts as chairman or members of the
three committees under the board of directors of the Company.
The number of Independent Directors of the Company has also
fulfilled relevant requirements of the Rules Governing the Listing
of Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited.

In 2010, the Company's general meetings, board meetings,
and committee meetings were in compliance with the law and
regulations. Relevant procedures were followed in the decision-
making of material matters, and the resolutions of the meetings
were lawfully effective. The agreements and pricing in regard to
connected transactions were conformed to market principles
with no prejudice of the interests of the Company and the
shareholders. Our work performed during the year is as below:

I The board of directors comprises of eleven Directors,
among which three are Independent Directors. During the
year, the Company held five on-the-spot board meetings
and signed meeting documents five times. During the
term of office, we discharged our duties diligently and took
initiatives to understand and review relevant information
before the meetings, attended various meetings on time
and expressed our opinions and statements as Independent
Directors, as well as maintained close communications with
the Company’s management and grasped the movements
of the Company after the meetings in order to be equipped
to make decisions scientifically and fairly.
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The Audit Committee solely comprises of Independent
Directors and Dr. Wang Huacheng is the chairman. During
the year, the committee held four on-the-spot meetings. In
order to ensure the completeness, fairness and accuracy
of the financial statements and relevant information of the
Company, we had duly reviewed the quarterly, interim and
2009 annual financial reports of the Company, including
the effectiveness of financial reporting procedures, internal
control, risk management and related financial control
matters. Relevant opinions were made for the information of
the board of directors.

The Remuneration Committee comprises of three Directors,
among which two are Independent Directors and Mr. Chen
Jing is the chairman. During the year, the committee held
one on-the-spot meeting and signed meeting documents
one time. The implementation of the remuneration of the
employees of the year 2009 were approved in the meeting.
The amendments to the “position establishment and
remuneration framework management regulation” and
“examination and assessment management regulation; and
the approval of bonus distribution for senior management of
the year 2009 were also reviewed in the meeting. Relevant
opinions were made for the information of the board of
directors.

The Strategic Committee comprises of five Directors,
among which two are Independent Directors and Dr. Li
Minji is the chairman. The Independent Directors made
use of their professional knowledge and work experiences
to participate in the examinations and discussions of the
Company's strategic planning, investment and financial
proposals, material capital operation projects and other
significant issues. Professional recommendations are made
in order to fully execute the function of decision-making
and guidance. During the year, the Strategic Committee
has various communications on the formulation of the
strategic development plan of the Company in the future
with the management of the Company. Relevant opinions
were made for the information of the board of directors.
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V. The Company was in strict compliance with the relative
regulations of the Rules Governing the Listing of Securities
on the Growth Enterprise Market of the Stock Exchange of
Hong Kong Limited. Disclosures of information was done
truly, accurately, timely and completely so as to persistently
enhance the understanding of the Company by public
investors. Effective supervision was also conducted in this
aspect.

VI. During the term of office, we did not propose any
convention of general meetings, board meetings, or any
re-appointment or dismissal of auditors, or appointment of
external auditors and consultancies, or report to authorized
regulatory organizations.

The above are the report of our work in 2010. Looking forward to
the next year, we will be more committed to execute our duties
as Independent Directors in a fair, diligent and faithful way and
strive for the interests of the Company and the shareholders,
especially the lawful interests of minority shareholders. Lastly,
we would like to express our sincere gratitude to the board of
directors, management and staff of the Company for their active
cooperation and support during their terms of office.

Mr. Chen Jing Dr.Wang Huacheng Mr. Gong Zhigiang
Independent Directors

Beijing, the PRC
21 March 2011
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SUPERVISORS" REPORT
BRI

Ms. Liu Jian
Chairman of the board of Supervisors
Bfgat BEER

In 2010, the supervisory committee of the Company discharged
its duties in strict compliance with the Company Law, the Articles
of Association and the Rules of Procedures of the Supervisory
Committee and conducted a comprehensive supervision of the
Company’s operation in accordance with law and regulations,
financial position, major events as well as the performance of
duties by Directors and senior management, which made great
contribution to facilitate the Company’s standardize operation
and protect the interests of the Company and all shareholders.

During the period under review, the supervisors of the Company
attended all on-the-spot Board meetings in 2010 and exercised
an effective supervision of the procedures of the Board, the
resolutions and the implementation of the same. During the
year, the Supervisory Committee of the Company held four
on-the-spot meetings and duly reviewed the financial statement
of the Company and major events. The Supervisory Committee
considered that:
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the internal control system of the Company was sound and
the decision-making procedures were legal. The Company
was in strict compliance with the relevant laws and
regulation of the PRC and its place of listing.

[I.  thedirectors, president and other senior management staff
of the Company have discharged their duties diligently, duly
implemented all resolutions of the general meetings and
the Board, there is no violation of laws or regulations or
prejudice of the interests of the Company and shareholders
in the operation.

[Il. the Company has a sound financial position and an up-
to-standard financial management system. The internal
control system was strictly implemented and continuously
enhanced to ensure a stable and effective operation of the
Company. The 2010 financial report of the Company truly and
fully reflects its financial position and results of operation.

IV.  the connected transactions entered between the holding
companies and subsidiaries of the Company are in the
interest of the shareholders as a whole, the price of these
connected transactions were negotiated on an arm’s length
basis. The transactions were fair and reasonable and were
not detrimental to the interest of the shareholders, nor
resulted in any loss of the Company’s assets.

V. the Company’s major events and investments projects
were in strict compliance with relevant laws and regulations
of the PRC, which are in the interest of the shareholders,
especially the public shareholders.

In 2011, the Supervisory Committee will further enhance and
reinforce the supervisory system, truthfully perform its duties
and exert itself with the Board to achieve our strategic objective
after the Company'’s transfer listing to the Main Board. On behalf
of the Supervisory Committee, | would like to extend my gratitude
to all shareholders, Directors and staff for their persistent support
of our work.

By order of the Supervisory Committee

Ms. Liu Jian
Chairman of the board of Supervisors

Beijing, the PRC
21 March 2011
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EXECUTIVE DIRECTOR

Dr. WANG Xu, aged 42, was appointed as executive Director of
the Company since July 2001 and is currently the Chief Executive
and the financial representative of the Company. He is mainly
responsible for the overall business management, strategy
planning and implementation, financial supervision as well as
execution of administration of the Company. Dr. Wang received
his doctorate degree in management from the department of
technical economics at School of Economics and Management
of Tsinghua University in 1998 and joined the Company in the
same year.

NON-EXECUTIVE DIRECTORS

Dr. LI Minji, aged 46, is currently the chairman of the Company
and executive vice president of the Beijing State-owned Assets
Management Co., Ltd. Dr. Li joined the Company in September
2004 as non-executive Director of the Company, and was elected
as chairman of the Company in July 2007 Dr. Li graduated
from the Faculty of Finance and Administration of the People's
University in 1988 and received a master degree in economics.
He received his doctorate degree in management at Huazhong
University of Science and Technology in 2008. He successively
served as the vice-general manager of Wuhan International Trust
and Investment Corporation Limited, vice-general manager of
Capital Securities Co., Ltd., and chief executive officer of Beijing
Venture Capital Co., Ltd. prior to joining the Company.

Ms. SUN Jing, aged 38, was appointed as non-executive
Director of the Company since June 2009 and is currently
the general manager of the financial assets management
department of Beijing State-owned Assets Management Co.,
Ltd. Ms. Sun graduated from Tsinghua University and received
her master degree in business administration in 2001. Ms. Sun
had worked in China International Cultural Exchange Centre,
Beijing XinHuaxin Business Risk Management Ltd. and Beijing
Centergate Technologies (Holding) Co., Ltd. prior to joining the
Company.
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Ms. LI Zhi, aged 34, was appointed as non-executive Director of
the Company since June 2009 and is currently a project manager
of the social projects development department of the Beijing
State-owned Assets Management Co., Ltd. Ms. Li graduated
from the University of Petroleum with a master degree in
business management in 2003. Ms. Li worked for CITIC Media
Group prior to joining the Company.

Mr. PAN Jiaren, aged 71, was appointed as non-executive
Director of the Company since July 2001 and is currently
the director of Beijing Sino-Sky Radio TV & Communication
Technology Co., Ltd. Mr. Pan graduated from the Faculty of
Physics of Wuhan University in 1963 with a bachelor degree. Mr.
Pan has served successively as the vice-dean of the Institute of
Design of the Ministry of Broadcasting and Television (MBT), the
factory director of Shuang Qiao Equipment Manufacturing Plant
of MBT and the head of Aerial Specialist Committee under the
Science and Technology Committee of MBT prior to joining the
Company.

Mr. CAO Jun, aged 40, was appointed as non-executive Director
of the Company since January 2009. He is currently the deputy
director of the business management department of Beijing All
Media and Culture Group. Mr. Cao graduated from University of
Political Science & Law in 1992 with a bachelor degree in Laws. He
had worked in the Business School of Beijing, Beijing Municipal
Bureau of Radio and Television and Beijing BAMC Entertainment
Group prior to joining the Company.

Mr. QI Qigong, aged 50, was appointed as non-executive
Director of the Company since July 2001 and is currently the
vice-general manager of Beijing branch of China United Network
Communications Corporation Limited. Mr. Qi graduated from
Hong Kong University of Science and Technology with a master
degree in international business management. He served
successively as the vice-director, assistant chief of Financial
Section of Beijing Telecom Management Bureau, as well as the
manager of finance department and the vice-general manager of
Beijing Telecom Company prior to joining the Company.
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Ms. LU Xiaobing, aged 57 was appointed as non-executive
Director of the Company since June 2007 and is currently the
director of China Financial Computerization Corporation. Ms.
Lu obtained a master degree in business and administration at
Tianjin University in 1999. Ms. Lu had worked in the Chaoyang
District Agency of Beijing of Industrial and Commercial Bank of
China and the Science Division of the People's Bank of China
prior to joining the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHEN Jing, aged 67 was appointed as independent
non-executive Director of the Company since October 2006
and is currently a member of the Advisory Committee for
State Informatization, an expert of the expert advisory group
for Beijing Municipal Government. Mr. Chen also serves as
adjunct professor of South Western University of Finance and
Economics, University of International Business and Economics
and Xi‘an Jiaotong University. Mr. Chen graduated from Tsinghua
University in 1967 with a bachelor degree in automatic control.
He successively served as director of science division of the
People's Bank of China, office director of National Banking
Informatization Leading Group, and chief of Chengdu Computer
Application Institute of Chinese Academy of Sciences prior to
joining the Company.

Dr. WANG Huacheng, aged 48, was appointed as independent
non-executive Director of the Company since June 2009 and is
currently a professor of the School of Business of the People's
University. He is also the general secretary of National Master
of Professional Accounting Education Instruction Committee,
a councilor of China Accounting Society, a councilor of Chinese
Costing Research Institute, an executive councilor of China Chief
Accountant Association and an adjunct professor at universities
including China University of Mining and Technology. Dr. Wang
also serves as an independent director of companies listed in the
Shanghai Stock Exchange such as Huatai Securities Co. Ltd. and
Yinzuo Group Co., Ltd., as well as the external director of Sinotrans
Yangtze Group Company. Dr. Wang received his doctorate degree
in accounting from the People's University in 1998. Dr. Wang had
worked as a professor in accounting in the People’s University, and
as an independent director and chairman of audit committee of
Sinopec Yizheng Chemical Fibre Company Limited (a A+H Shares
listed company) prior to joining the Company.
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Mr. GONG Zhigiang, aged 39, was appointed as independent
non-executive Director of the Company since June 2009 and is
currently a managing partner of Beijing Sino Pro. Law Firm. Mr.
Gong graduated from Hebei University with a master degree in
laws in 1995. Mr. Gong had worked in the Intermediate People’s
Court of Handan Municipality, Hebei Province and Beijing Hylands
Law Firm prior to joining the Company.

SUPERVISORS

Ms. LIU Jian, aged 60, was elected as chairman of the board of
Supervisors of the Company since July 2001 and is currently the
vice president of the Beijing State-owned Assets Management
Co., Ltd. Ms. Liu graduated in 1993 from the Shanghai Finance
University with a master degree. Ms. Liu had served as vice-
head of Jiangxi Pharmaceutical Factory, head of Jiangxi Medical
Equipment Factory, vice-chairman and chief financial officer
of Beijing Wandong Medical Instrument Company and chief
financial officer in Beijing Outbound Financing and Investment
Management Centre prior to joining the Company.

Ms. GAO Yuanjun, aged 55, was appointed as Supervisor of the
Company since June 2008 and is currently the Audit Manager of
the Beijing State-owned Assets Management Co., Ltd. Ms. Gao
graduated from No. 2 Branch, People’s University in February
1983, majoring in Business and Economic Administration, and
successively obtained qualification of senior accountant. Ms.
Gao has served as cadre of Beijing Finance Bureau, vice-General
Manager of Beijing Huian Economic Development Company and
General Manager of Beijing Chunyihe Restaurant prior to joining
the Company.

Ms. XU Xiangyan, aged 38, was elected by staff as staff
representative since May 2008 and is currently the General
Manager of the Investment Department and the officer of the
Board's office of the Company. Ms. Xu graduated from the
School of Management of Tianjin University in 1998 with a
master degree majoring in Technology Economics and joined the
Company in the same year. Ms. Xu has served as vice-General
Manager of Capital Operation Center and Strategic Management
Department, and General Manager of Investment Management
Centre.
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COMPANY SECRETARY AND QUALIFIED
ACCOUNTANT

Mr. Eric YU Tak Shing, aged 42, was appointed as Qualified
Accountant and Company Secretary of the Company since
March 2008. Mr. Yu graduated from University of Wollongong,
Australia in 1993 and received a bachelor degree in business.
He is a member of CPA, Australia and Hong Kong Institute of
Certified Public Accountants. Prior to joining the Company, Mr.
Yu successively served as the Chief Financial Officer of Beijing
Teletron Telecom Engineering Co., Ltd., and Zongtian Technology
Co., Ltd., United States of America.

SENIOR MANAGEMENT

Dr. GAO Jiaqing, aged 39, joined the Company in October 2003,
is the Vice-President and secretary of the Board of Directors
of the Company, mainly responsible for investment, mergers
and acquisitions, capital management, equity investments
management, the Board's office, investor relationships and legal
work of the Company. For public services, Dr. Gao is currently
the executive officer of the Contemporary Financiers, the
executive officer of China Electronic Commerce Association,
vice president of Beijing Computer Business Association as well
as the executive councilor of Beijing International Chamber of
Commerce. Dr. Gao graduated from the Faculty of Management
of the Harbin Institute of Technology and received a doctorate
degree in investment management in 2001. Prior to joining the
Company, Dr. Gao has worked in Zhong Guan Cun Technology
Development Holding Company.

Mr. YU Donghui, aged 38, joined the Company in June 1999,
is currently the Vice-President of the Company, and mainly
responsible for project and budget management of the Company
as well as the co-ordination and management of network
technology and operation services, Call Centre and housing
pension service of the Company. Mr. Yu graduated from Tsinghua
University in 1999 with a master degree majoring in Materials
Processing Engineering and joined the Company in the same year.
In 2006, the "Beijing Municipal City Information Management
Platform Project” managed and implemented by Mr. Yu has been
awarded “International Project Management (China) Winner”
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Mr. ZHENG Zhiguang, aged 56, joined the Company in February
2000, is currently the Vice-President of the Company and is
mainly responsible for the management of the Company'’s social
security application and medical information services. The medical
insurance projects handled by Mr. Zheng were awarded “Top
10 Best for Information Application in Beijing 2006" and “2007
Silver Award of International Project Management” He was also
awarded the “International Senior Project Manager” (IPMP) and
“Outstanding Project Manager in China”. Mr. Zheng graduated
in 1982 from Beijing University of Aeronautics & Astronautics
and received a bachelor degree in computer application. He is
currently a member of China National Democratic Construction
Association. Prior to joining the Company, Mr. Zheng had served
as head of the automatic software project of Shoudu lIron
and Steel Company, general manager of system integration
department of Beijing Software Company, the assistant chief
executive of Beijing Kasi Technology Industrial Group and general
manager of Beijing Kasi New Technology Co., Ltd.

Dr. WU Bo, aged 54, joined the Company in August 2000, is
the Vice-President of the Company, mainly responsible for
the development and management of electronic community,
e-government services, public safety, operation of “Beijing-
China’ as well as applied system development business. Dr. Wu
graduated from the Faculty of Optical Engineering of Huazhong
University of Science and Technology in 1984 with a master
degree in science. He participated in the Doctor Student Training
Program co-organized by the Bonn University in Germany and
the Dalian University of Science and Technology in 1991 and
received a doctorate degree. He worked as a scholar in the
Physics Postdoctoral Scholar Circulation Station of Tsinghua
University from 1991 to 1993. Dr. Wu has served successively as
head of international department of Jitong Communication Co.
Ltd., sales manager of the CLI Company of the United States of
America, the General Manager of Beijing Corghi Auto Services
Equipment Co., Ltd., the Chairman of Beijing Taigu'er Mechanical
and Electrical Technology Co., Ltd and the General Manager of
Beijing Credit Management Company Limited prior to joining the
Company.
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COMPLIANCE WITHTHE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving and maintaining statutory
and regulatory standards and adherence to the principles of
corporate governance. The Company has complied with all the
code provisions of the Code on Corporate Governance Practices
as set out in the Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange of Hong Kong
Limited by establishing regulated and transparent management
system to protect and maximize the interests of shareholders
during the year under review.

Upon its transfer of listing from the Growth Enterprise Market of
the Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
to the Main Board on 21 January 2011, the Company has closely
complied the Rules Governing the Listing of Securities and
relevant laws and regulations to raise its consolidated governance
standard by regulating its operations and improve its control
system.

CHAIRMAN AND CHIEF EXECUTIVE

The roles of the Chairman and the Chief Executive of the Company
are segregated and are not exercised by the same individual. The
duties of the Chairman and the Chief Executive are separated
clearly with written terms of reference.

BOARD OF DIRECTORS

The Company's Board of Directors comprises eleven Directors,
including one Executive Director, seven Non-executive Directors
and three Independent Non-executive Directors. Dr. Li Minji acts
as the Chairman. The Company’s Directors are professionals in
finance, law, commerce, information services and management
with extensive experience and expertise in various areas which
demonstrate significant importance in corporate governance. The
Directors is mainly entrusted with the overall responsibility for
promoting the steady business development of the Company by
supervising the Company's business affairs. Apart from its statutory
responsibilities, the Board of Directors is also responsible for
approving the Group's strategic plan, annual budget, key operational
initiatives, significant investments and use of capital. It also revises
the Group’s financial position, manages principal risks of the
Group's business and ensures establishment of comprehensive
management and control system for risk prevention.
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Biographies of the chairman of the Company and the other
Directors are set out in the section under heading “Directors,
Supervisors and Senior Management” on page 39 to 44 of the
annual report.

NOMINATION OF DIRECTORS

It is the Board of Directors’ responsibilities in relation to the
nomination of Directors (i) to review the structure, size and
composition of the Board; (ii) to identify individuals suitably
qualified to become Board members; and (i) to convene
shareholders’ meetings in relation to appointment and re-
appointment of Directors of the Company.

TERMS OF APPOINTMENT OF DIRECTORS

The term of the 4th Board of the company is three years. The
term of the existing appointment of Directors (including the
Independent Non-executive Directors) commenced on 19 June
2009. All of their existing appointments will expire on 18 June
2012 and will be re-appointed thereafter subject to re-election
and re-appointment and other related provisions as stipulated
in the Articles of Association of the Company and the Rules
of Procedures of the Board of Directors, provided that the
appointments may be terminated by either the Director or the
Company when both parties agree.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a Code of Securities Transactions
regarding Directors’ securities transactions on terms no less
exacting than the required standard of dealings as set out in Rules
5.48 to 5.67 of the Rules Governing the Listing of Securities on
the Growth Enterprise Market of the Stock Exchange of Hong
Kong Limited. Having made specific enquiry of all Directors, the
Directors have complied with the required standard of dealings
and the Company’'s Code of Securities Transactions regarding
securities transactions by the Directors throughout the year
ended 31 December 2010.
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BOARD MEETING

The Board of Directors held 5 on-the-spot meetings during the
year under review. Notices and agendas of the meetings are
prepared under the instruction of the Chairman of the Group and
distributed to the Board members within reasonable time before
the meetings pursuant to the Articles of Association and the
Rules of Procedures of the Board of Directors. Relevant meeting
papers are also sent to Directors well before the meetings,
informing them of the background and giving explanation on
matters to be brought before the Board.

To ensure the Directors making decisions objectively in the
interests of the Company, the Articles of Association provides that
any Director shall abstain from voting on any resolutions in which
he or his associates is/are materially interested nor be counted in
the quorum of the meeting. Draft and final versions of the minutes
of board meetings are sent to all Directors for their comment and
records respectively within a reasonable time and are kept by the
Company. Board Meetings are voted by way of poll.

The attendance of the members of the Board of Directors are as
follows:
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Members Attendance
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Executive Director $117& %= Dr. Wang Xu (Chief Executive) 5/5
FIRE L (7TB AR

Non-executive Directors JEEI1TE S Dr. Li Minji (Chairman) 5/5
=REHEL(EER)
Ms. Sun Jing fRiE& 1 5/5
Ms. Li Zhi A%+ 5/5
Mr. Pan Jiaren &R T L E 5/5
Mr. Cao Jun BE LA 5/5
Mr. Qi Qigong FE T4 4/5
Ms. Lu Xiaobing E/\/kZz =+ 5/5

Independent Non-executive Directors 7 3E#171T% S Mr. Chen Jing [REFL A 5/5
Dr. Wang Huacheng /b B+ 5/5
Mr. Gong Zhigiang & 7538 %t 4 5/5

Save from the on-the-spot meetings above, the Board of Directors
reviewed meeting documents five times in the form of circulation.
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AUDIT COMMITTEE

The Company has established an audit committee with written
terms of reference in compliance with Rules 5.28 and 5.33 of
the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange of Hong Kong Limited.
The primary duties of the audit committee are to review and
supervise the financial reporting process and internal control
system of the Group. The audit committee comprises three
members, Dr. Wang Huacheng, Mr. Chen Jing and Mr. Gong
Zhigiang. All of them are independent non-executive Directors.
The chairman of the audit committee is Dr. Wang Huacheng.

The term of the 4th audit committee of the company is three
years (same as that of the Directors) and will expire on 18 June
2012. The appointments will be re-appointed thereafter subject
to re-election and re-appointment and other related provisions
as stipulated in the Articles of Association of the Company and
the Articles of Audit Committee, provided that the appointments
may be terminated by either the Director or the Company when
both parties agree.

During the year under review, the audit committee held four
on-the-spot meetings and reviewed the Group’s quarterly,
interim and 2009 annual financial reports as well as the internal
audit reports of its subordinates and business departments.
The audit committee was of the opinion that the preparation
of the financial reports of the Company strictly complied with
applicable accounting standards, the Rules Governing the Listing
of Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited and other laws and regulations,
and that adequate disclosures have been made. The procedures
of internal audit of the Company effectively control and prevent
the operation and management risk.

Details of the attendance of the members of the audit committee
meetings are as follows:
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Audit Committee BIZZE € Dr. Wang Huacheng (Chairman) 4/4
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Mr. Gong Zhigiang & i385t £ 4/4
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REMUNERATION COMMITTEE

The Company established a remuneration committee in March
2003.The remuneration committee comprises three member, Mr.
Chen Jing, Ms. Sun Jing and Mr. Gong Zhigiang. The chairman of
the remuneration committee is Mr. Chen Jing. Ms. Sun Jing is a
non-executive Director while the other two committee members
are independent non-executive Directors.

The primary role and function of the remuneration committee
include (i) the determination of the specific remuneration packages
of executive Directors, including benefits in kind, pension rights
and compensation payments, including any compensation
payable for loss or termination of their office or appointment,
and make recommendations to the board of the remuneration of
non-executive Directors; and (ii) the determination of policies and
structure for remuneration of Directors and senior management
and on the establishment of a formal and transparent procedure
for developing policy on such remuneration. The remuneration
committee would 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.

The term of the 4th remuneration committee of the company
is three years (same as that of the Directors) and will expire on
18 June 2012. The appointments will be re-appointed thereafter
subject to re-election and re-appointment and other related
provisions as stipulated in the Articles of Association of the
Company and the Articles of Remuneration Committee, provided
that the appointments may be terminated by either the Director
or the Company when both parties agree.
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The Remuneration Committee held one on-the-spot meeting
during the year under review to recognize the implementation of
remuneration of the employees in 2009, to revise the Rules on
Staff Position and Remuneration Structure Management and the
Rules on Assessment and Evaluation Management as well as to
approve the distribution of bonus to the senior management in
2009.

Details of the attendance of the members of the remuneration
committee are as follows:
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Remuneration Committee FHMEZE & Mr. Chen Jing (Chairman) 1/1

BREFEA(F/E)

Ms. Sun Jing 52+ 1/1

Mr. Gong Zhigiang & 58 5t £ 1/1

Save from the on-the-spot meeting above, the remuneration
committee reviewed meeting documents once in the form of
circulation.

STRATEGIC COMMITTEE

The Company'’s 4th strategic committee comprises five members.
The chairman is Dr. Li Minji and other members include Dr. Wang
Xu (Executive Director), Mr. Qi Qigong (Non-executive director)
and Mr. Chen Jing and Dr. Wang Huacheng (Independent Non-
executive Directors). The primary responsibilities of the strategic
committee are to review strategic planning, investment and
financing plans, significant capital operational items and major
events of the Company. The Strategic Committee has various
communications on the formulation of the strategic development
plan of the Company in the future with the management of the
Company during the year under review.

The term of the 4th strategic committee is three years (same
as that of the Directors) and will expire on 18 June 2012. The
appointments will be re-appointed thereafter subject to re-
election and re-appointment and other related provisions as
stipulated in the Articles of Association of the Company and the
Articles of Strategic Committee, provided that the appointments
may be terminated by either the Director or the Company when
both parties agree.
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SUPERVISORY COMMITTEE

The Company’s 4th supervisory committee comprises three
members, Ms. Liu Jian, Ms. Gao Yuanjun and Ms. Xu Xiangyan.
The chairman of the board of supervisors is Ms. Liu Jian. Ms.
Liu Jian and Ms. Gao Yuanjun are both supervisors representing
shareholders while Ms. Xu Xiangyan is supervisor representing
staff. The supervisory committee conducts a comprehensive
supervision of the Company’s operation, financial position and
major events as well as the performance of duties by the Directors
and the senior management in accordance with the laws.

The term of the supervisors of the Company is three years,
commencing from 19 June 2009. The existing appointments of all
supervisors will end on 18 June 2012. The appointments will be
re-appointed thereafter subject to re-election and re-appointment
and other related provisions as stipulated in the Articles of
Association of the Company and the Rules of Procedures of the
Supervisory Committee, provided that the appointments may be
terminated by either the Director or the Company when both
parties agree.

The supervisory committee held four on-the-spot meetings during
the year under review. Meeting documents are distributed to the
committee members within reasonable time before the meetings
pursuant to the Rules of Procedures of the Supervisory Committee.

Details of the attendance of the members of the supervisory
committee are as follows:
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INTERNAL CONTROL

In 2010, the Company strictly followed ISO9001 Quality Control
System and CMMI3 certification standard, which promoted
the continuous improvement of the Company, optimized the
quality control system of the Company and effectively enhanced
the project management ability and management standard of
the Company. During the year, the Company also passed the
international certification of ISO20000 and “standardized IT
services” for constantly optimizing service progress, upgrading
service standard and enhancing business satisfaction.

The Company’s Audit Department is responsible for internal
control of the Company and its subsidiaries, and reports to the
audit committee about auditing problems and suggestions on
a quarterly basis. The Audit Department sets an annual work
plan every year which covers finance, the Company's daily
operation and management and risk management. It prioritizes
items with high risks or items which the audit committee and
the management concern about. In the meantime, auditors will
give suggestions to the Company about its weakest aspects
of internal control when auditing its results every time. The
Company’s management also focuses on improvement and will
improve in a timely manner.

Since 2008, the Company has implemented an operation control
system with a core of comprehensive budget management. It
has become a significant control content and measures for the
strategic implementation process of the Company, and has also
provided standards for the performance assessment of the core
operation management personnel (or team) of the Company to
further strengthen and optimize its internal control.
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Duringthe yearunderreview, the Board of Directors has conducted
review on the effectiveness of the system of internal control of
the Group regularly to ensure the relevant system is effective and
adequate. The Board of Directors convened meetings regularly to
discuss financial, operational and risk management control.

INVESTORS RELATIONS

During the year under review, the Company further enforced
the management of relationship with investors by continuously
improving the quality, level and transparency of the management
of the relationship with corporate investors. Through the
enforcement of communication with corporate equity investors
or potential investors, and various intermediaries in the capital
market, the Company raised investors’ understanding and
recognition of the Company and maintained a long-term and
stable relationship with investors so as to maximize the value of
the Company and the interests of shareholders.

During the year under review, the Company’s management
communicated with investors through meetings and telephone
conferences on an irregular basis. It proactively released its
latest information to investors to maintain the disclosure and
transparency of information and to ensure investors’ thorough
understanding in the Company's operations for their best
investment decisions. It made full use of each and every major
channel to establish relationship with investors.

On the other hand, the Company maintained communication with
investors on its website. During the year, the Company uploaded
the annual report, interim report, quarterly reports and all other
relevant announcements to its website to enable investors to
consider and refer to relevant information conveniently.

The Company expects valuable opinions from investors. Please
feel free to contact our investor relationship department at
investor@capinfo.com.cn.
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GENERAL MEETING

During the year under review, the Company held three general
meetings. Details of the resolutions passedinthe abovementioned
meetings are as follows:

L. the Class Meeting held on 30 March 2010

It was agreed to approve (i) the proposed transfer of listing
of the H shares from the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited to the Main Board,
and authorized the Board of Directors to do all such acts or
things as it thinks necessary with a validity of one year; (ii)
to amend Article 66 of the Articles of Association upon the
completion of the transfer of listing to the Main Board.

Il.  the Annual General Meeting held on 18 June 2010

It was agreed to approve (i) the audited consoled financial
reports of the Company and its subsidiaries and the
directors’ and independent auditors’ reports for the year
ended 31 December 2009; (ii) the supervisors' report for the
year 2009; (iii) to authorize the Board of Directors to fix the
remuneration of directors and supervisors of the Company;
(iv) the appointment of auditors and to authorize the Board
of Directors of the Company to fix their remuneration.

lll. the extraordinary general meeting held on 30
September 2010

It was agreed to approve the distribution of the interim
dividend for the six months ended 30 June 2010.
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AMENDMENTS TO THE ARTICLES

During the year under review, the Company made only one
amendment to the Articles. Details are as follows:

Shareholders conditionally approved the amendments to Article
66 of the Articles of Association at the Class Meeting held on 30
March 2010. The “Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited” in the second paragraph of Article 66 of the Articles
of Association will be deleted and replaced with the “Rules
Governing the Listing of Securities on the Stock Exchange” upon
the completion of the transfer of listing to the Main Board of The
Stock Exchange of Hong Kong Limited.

The Company has officially transferred its listing to the Main
Board of The Stock Exchange of Hong Kong Limited on 21
January 2011, met the prerequisite conditions to amend Article
66 of the Articles of Association of the Company and amended
and recorded the Articles of Association compliantly.

PUBLIC FLOAT

The Company has issued an aggregate of 2,898,086,091
ordinary shares, of which, 2,123,588,091 are domestic shares
and 774,498,000 are overseas listed foreign invested shares (“H
shares”), representing approximately 73.28% and 26.72% of the
issued ordinary shares of the Company.

As at the date of this report, the public float meets the requirement
of minimum public float stated in the Rules Governing the Listing
of Securities on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited based on the information that
is publicly available.
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DIRECTORS’ AND AUDITOR'S
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ acknowledgement of their responsibilities for
preparing the accounts and a statement by the external auditor
regarding their reporting responsibilities are set out on page 67
of this annual report.

AUDITOR’S REMUNERATION AND RE-
APPOINTMENT

During the year under review, the Company paid to the external
auditor, Messrs. Deloitte Touche Tohmatsu, approximately
RMB1,120,000 and approximately RMB660,000 for audit service
fee and non-audit service fee respectively. The non-audit service
provided by the external auditor mainly included reviewing the
quarterly and interim results of the Company as well as issuing
the report of continuing connected transactions and the comfort
letter in respect of profit estimation for the transfer of listing to
the Main Board.

The Company has not changed its auditor in the last three years.
A resolution will be proposed at the annual general meeting of
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as
the auditor of the Company.
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The Directors present their report and the audited financial
statements for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company is an information technologies and services supplier.
Its businesses mainly include system integration, software
development, IT planning and consultancy, IT operation and
maintenance, etc. Leveraging on its comprehensive experience
and abundant information resources, the Company participated
in the construction, operation and maintenance of large-scale
information application projects in Beijing and other regions across
the country, and has established a widespread and exclusive IT
service network over the last ten years.

The principal activities of the Company’s subsidiaries are set out
in note 36 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 27 to the 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 69 of the annual report.

DIVIDENDS

The Board of Directors of the Company recommends the payment
of a final dividend for the year ended 31 December 2010 due
to satisfactory results and strong business cash flow (including
recurring operations).
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According to the Enterprise Income Tax Law of the People's
Republic of China and the Implementation Regulations for the
Enterprise Income Tax Law of the People’s Republic of China (the
“PRC") which took effect on 1 January 2008, enterprise income
tax is payable by non-resident enterprises in respect of income
derived from the PRC at an applicable tax rate of 10% and the
Company will withhold such enterprise income tax on behalf of
the non-resident enterprise shareholders (including Hong Kong
Securities Clearing Company Nominees Limited). Natural person
holders of H shares are not subject to the relevant regulations
and the cash dividend payable to such natural person holders of
H Shares shall be RMB1.15 cents per share (equivalent to HK1.36
cents per share).

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred an aggregate of approximately
RMB23,893,000 in the acquisition of property, plant and
equipment, which mainly comprised the construction in progress,
the construction of network, office equipment, motor vehicles,
leasehold land and building, and leasehold improvements.
Details of these movements are set out in note 14 to the financial
statements.

INVESTMENT PROPERTY

Details of movements of the investment property of the
Company during the year are set out in note 15 to the financial
statements.
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SERVICE CONTRACTS OF THE DIRECTORS
AND SUPERVISORS

The directors and supervisors of the Company during the year
and up to the date of this report were as follows:

Executive Directors:

Dr. Wang Xu (Chief Executive)

The executive Directors of the Company have entered into
service contracts with the Company on 6 December 2001 for a
term of three years, and are subject to renewal by agreement for
one or more consecutive terms of three years.

Non-executive Directors:

Dr. Li Minji (Chairman)
Ms. Sun Jing

Ms. Li Zhi

Mr. Pan Jiaren

Mr. Cao Jun

Mr. Qi Qigong

Ms. Lu Xiaobing

Independent Non-executive Directors:

Mr. Chen Jing

Dr. Wang Huacheng
Mr. Gong Zhigiang
Mr. Zeng Xianggao (appointed on 18 January 2011)

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 5.09 to the Rules Governing the Listing of
Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited confirming their independence
as required.
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Supervisors:

Ms. Liu Jian (Chairman of the Board of Supervisors)
Ms. Gao Yuanjun
Ms. Xu Xiangyan

In accordance with the provisions of the Articles of Association,
the term of office of supervisors shall also be three years and
renewable upon re-appointment or re-election.

Save as disclosed above, none of the Directors and supervisors
has a service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

There were no contracts of significance to which the Company
or its holding company or any of its fellow subsidiaries or
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisting at the end of
the year or at any time during the year.

INTERESTS DISCLOSEABLE UNDERTHE
SECURITIES AND FUTURES ORDINANCE
(CAP. 571 OFTHE LAWS OF HONG KONG)
(THE “"SFO")

a.  Directors and Chief Executive of the Company

Save as disclosed below, as of 31 December 2010, none of
the Directors and chief executive of the Company had any
interest and short position in shares, underlying shares or
debentures of the Company and its associated corporation
(within the meaning of Part XV of the SFO) as recorded in
the register required to be kept under section 352 of the
SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the required standard of dealings by
Directors as referred to in Rule 5.46 of the Rules Governing
the Listing of Securities on the Growth Enterprise Market
of the Stock Exchange of Hong Kong Limited.
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Long positions in the underlying shares — options granted
under share option scheme:

20 ] O fnngfa/ Report
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Number of H Shares subject to options  outstanding as of 31 December 2010

BER00E12E1E HATEREREZREHREAE

Granted under Percentage to

Granted under the Pre-IPO the Share the issued

Name Share Option Plan Option Scheme Total H share capital

REERDEAR REERE GEBTHR

#% ARRETERY HE b fit RAEA
Directors gz

Dr. Wang Xu i 1297350 1,466,000 2,763,350 036%

. Pan Jiaren ERAEE 1,244,650 1,466,000 2,710,650 035%

Mr. Qi Qigong HADEE 1,244,650 1,466,000 2,710,650 0.35%

3,786,650 4,398,000 8,184,650 106%

All of the above-mentioned share options (the “Pre-IPO
Options”) granted under the pre-IPO share option plan
of the Company (the “Pre-IPO Share Option Plan”) were
granted on 6 December 2001 at RMB1 per grant with an
exercise price of HK$0.48 per H Share. All these share
options are exercisable within a period of ten years from
the date of grant and apportioned in accordance with the
following schedule subject to the terms and conditions of
the Pre-IPO Share Option Plan, restrictions imposed by the
relevant PRC laws and regulations and any conditions of
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the grant as stipulated by the Board of Directors: AR TAEHFTRR ¢

Proportion of share options granted and held by

each of the Directors which become exercisable Exercise period

RESERRBEZERET FTEZLHA THEH

20% 7 December 2002 to 6 December 2011
200212 A7AE2011 12 H6H

20% 7 December 2003 to 6 December 2011
2003F 12 A7HZE2011F 12 A6H

20% 7 December 2004 to 6 December 2011
2004512 H7HE2011 612 H6H

20% 7 December 2005 to 6 December 2011
2005512 A7AE20114 12 H6H

20% 7 December 2006 to 6 December 2011

2006512 H7BE£2011F12 A6H
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All of the above-mentioned share options (the “Share
Options”) granted under the share option scheme of the
Company (the “Share Option Scheme”) were granted on 17
August 2004 at RMB1 per grant with an exercise price of
HK$0.41 per H Share. These share options are exercisable
within a period of ten years from the date of grant and
apportioned in accordance with the following schedule
subject to restrictions imposed by the relevant PRC laws
and regulations:

Proportion of share options granted and held by
each of the Directors which become exercisable

BESRERREEZBRET TTEZLA

iR B AN R B A i AT B ([ BE AR i 5T
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Exercise period

1T

25%

18 August 2005 to 17 August 2014

200558 A 18HE201448 H17H

25%

18 August 2006 to 17 August 2014

200658 H18 A E201458 H17H

25%

18 August 2007 to 17 August 2014

20078 A 18H £2014F8H17H

25%

18 August 2008 to 17 August 2014

200898 H18H £2014F8H17H

Substantial shareholders of the Company and other
persons (other than Directors or chief executive of
the Company)

Save as disclosed below, the Directors are not aware of any
other interests and short positions in shares and underlying
shares of the Company of any person (other than a Director
or chief executive of the Company) as recorded in the
register required to be kept under section 336 of the SFO
as at 31 December 2010:

b.
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Percentage to the

Name of Shareholder Number of shares Nature of interests issued share capital

HERTRA

REER RAEE BEME BAL
Beijing State-owned Assets 1,834,541,756 domestic shares Beneficial owner

Management Co., Ltd 63.31%
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So far as is known to any Director or chief executive of
the Company, the following companies/persons were
interested in 10% or more of the equity interests of any
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other members of the Group as of 31 December 2010: 10% 3 A _EPEHE -
Equity interests held in
members of the Group Approximate
Name (other than the Company) Nature of interests percentage
REKERE LA
A% (RARBM BB 2 RAER EHEME BAEAL
Capinfo Soft Co., Ltd. Leng Zhilin Beneficial owner 33%
BERERTREREERAT feg BEmEAA
Beijing Culture & Sports Technology Co., Ltd. National Stadium Co., Ltd. Beneficial owner 22%
IR EERERERAF BREEHERELEAR EnEB A
Beijing National Aquatic Centre Co., Ltd.  Beneficial owner 16%
LRBEFIARLBREEAR BEmEAA
Beijing Artists Management Co., Ltd. Beneficial owner 12%

ERmELAREEAR

EmBaA

PURCHASE, SALE OR REDEMPTION OF THE

COMPANY'S LISTED SECURITIES 7 5

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's listed

securities.
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COMPETING INTERESTS

None of the Directors or the management shareholders (as
defined in the Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange of Hong Kong
Limited) of the Company and their respective associates had any
interest in a business which competes with the Company or may
compete with the business of the Group.

MAJOR CUSTOMERS

During the year, the turnover attributable to the Group's five
largest customers represented approximately 54.75% of the
Group’s total turnover while the turnover attributable to the
Group’s largest customer was approximately 19.77% of the
Group'’s total turnover.

CONNECTED TRANSACTIONS

Details of the discloseable connected transactions for the year
are set out in note 35 to the financial statements. Save as
disclosed therein, there were no other transactions which need
to be disclosed as connected transactions in accordance with
the requirements of the Rules Governing the Listing of Securities
on the Growth Enterprise Market of the Stock Exchange of Hong
Kong Limited.

The independent non-executive directors have reviewed the
connected transactions set out in note 35 to the financial
statements. In their opinion, these transactions entered into by
the Group were:

I in the ordinary and usual course of business of the Group;

[I.  either on normal commercial terms or, if there are no
sufficient comparable transactions to judge whether
they are on normal commercial terms, on terms no less
favourable than terms available to or from independent
factory owners;
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in accordance with the relevant agreements governing
such transactions on terms that are fair and reasonable and
in the interests of the shareholders of the Company as a
whole; and

within the relevant cap amounts as agreed by the Stock
Exchange or approved by the Company's shareholders.

The board of Directors engaged the auditors of the Company
to perform certain agreed upon procedures in respect of the
continuing connected transactions of the Group. The auditors
have reported their factual findings on these procedures to the
board of Directors. The independent non-executive Directors have
reviewed and confirmed the continuing connected transactions
and the report of the auditors that in their opinion:

have received the approval of the Board of Directors;

are in accordance with the pricing policies of the Company
if the transactions involve provisions of goods or services
by the Company;

have been entered into in accordance with the relevant
agreement governing the transactions; and

IV.  have not exceeded the cap disclosed in previous
announcement(s).
SUBSEQUENT EVENT

At the extraordinary general meeting held on 18 January
2011, shareholders approved the appointment of Mr. Zeng
Xianggao as an independent non-executive director in the
4th Board of Directors of the Company.

The Company officially transferred its listing from the
Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited to the Main Board on 21 January 2011.
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lIl. At the board meeting held on 21 March 2011, the Board 3. 201M1E3A21BBHAZEE S REN)

agreed () the appointment of Mr. Xu Zhe as a non- BEGREEERETARFENIEEES I
executive Director in the 4th Board of Directors of the WITES - HASRERSA12BEHAZ
Company, subject to the approval of shareholders at the PERSAREE KE FHE QRS B8
extraordinary general meeting to be convened on 12 May; FRABIEER  ERTESEREHEEE
(i) the resignation of Dr. Li Minji as the Chairman of the EEFEES  WKESA12BEREREAR
Company, non-executive Director and Chairman of the SHEMZBRBER -

Strategy Committee with effect from the extraordinary
general meeting to be convened on 12 May.

By order of the Board FEESW
Dr. Li Minji FREBL
Chairman EFeTE
Beijing, the PRC FEd - dbR
21 March 2011 —E—%=A=-+—H
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INDEPENDENT AUDITOR 'S REPORT
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Deloitte.
=)

TOTHE SHAREHOLDERS OF CAPINFO COMPANY LIMITED
(established as a joint stock limited company in the People’s
Republic of China)

We have audited the consolidated financial statements of
Capinfo Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 69 to
152, which comprise the consolidated statement of financial
position as at 31st December, 2010, and the consolidated
statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FORTHE CONSOLIDATED
FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit 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.
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INDEPENDENT AUDITOR 'S REPORT

ERVR A G

TOTHE SHAREHOLDERS OF CAPINFO COMPANY LIMITED
(Continued)

(established as a joint stock limited company in the People’s
Republic of China) (Continued)

AUDITOR’S RESPONSIBILITY (Continued)

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.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31st
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.

DELOITTETOUCHE TOHMATSU
Certified Public Accountants

Hong Kong

21st March, 2011
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
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e

For the year ended 31st December, 2010 HZE_-F

—EEFE+-A=+—HIFE

2010 2009
—E-2F —EENEF
Note RMB’000 RMB'000
BizE AR®T R ARBFT
Revenue WA 5 373,014 363,125
Cost of sales THEKAR (236,233) (243,610)
Gross profit EX 136,781 119,515
Other income H AU A 33,772 22,849
Research and development costs fi7e R A (20,967) (18,658)
Marketing and promotional expenses mEEEREBEER (33,368) (19,103)
Administrative expenses TREAR (41,373) (49,452)
Share of results of associates DEBERNEES 17 6,103 865
(Loss) gain on disposal of a subsidiary HE—BHBEAR (B ke 7 (174) 1,929
(Loss) gain on disposal of associates HEBE AR 2 (EE) ks 17 (44) 16,000
Gain on disposal of an available- HEAHEERE 2z
for-sale investment 18 573 -
Finance cost BB R A (388) (255)
Profit before tax BRI AR A 8 80,915 73,690
Income tax expense FSfiAX 11 (4,932) (7575)
Profit and total comprehensive FRERM RiFa B
income for the year 75,983 66,115
Profit and total comprehensive income WA N ALTE SEEHEA
for the year attributable to: KRG WA BEE
Owners of the Company KAEHEA 73,706 65,934
Non-controlling interests FEFERR RS 2,277 181
75,983 66,115
Earnings per share FREF 13
- Basic —HEK RMB2.54 cents RMB2.28 cents
AR¥2.54% AR#2.28%
- Diluted —#8 RMB2.54 cents  RMB2.28 cents
AK#2.547 ARE2.28%
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR MR LR R

At 31st December, 2010 R-E—ZFF+_-H=+—H

2010 2009
—E-ZF ZETNEF
Note RMB’000 RMB'000
Bz ARET T ARBEFT
Non-current assets IEmENEE
Property, plant and equipment W - B K& 14 99,084 153,895
Investment property WEME 15 67,490 71,265
Intangible asset mEEE 16 10,450 -
Deposits paid on acquisition of BEWE  WE
property, plant and equipment MBI ES 290 1,355
Interests in associates ﬁﬁ%/&_ﬁ& 17 27438 22,087
Available-for-sale investments AEHERE 18 1,000 1,350
Trade receivables — non-current JEWE SFIE—IERE) 21 3,642 5,794
Deferred tax assets EETIBEE 19 4,120 1,306
213,514 257052
Current assets MEEE
Inventories =& 20 822 831
Trade and other receivables B 5 R E A ERGRIA 21 94,756 53,198
Amounts due from customers EREH TR FHIA
for contract works 22 32,905 31,842
Amounts due from related parties JE R B 3 75 SRR 35 8,412 9,545
Loans receivable FEWE X 23 - 99,403
Held-for-trading investments BIEEERE - 206
Bank deposits RITIENR 24 99,756 150,955
Bank balances and cash WITHEGF MRS 24 489,644 338,886
726,295 684,866
Current liabilities mENBE
Trade and other payables B 5 R HAERFOR 25 117,152 167,743
Amount due to a related party JEN—RBEE S FUR 35 107 275
Customer deposits for contract works ~ BEAHNIREFES 22 89,090 75,933
Income tax payable FE( TSR 5,395 10,488
Other loan HibER 26 6,360 8,180
218,104 262,619
Net current assets MEVEEFE 508,191 422,247
Total assets less current liabilities BREERRBARE 721,705 679,299
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

sre ISR R

At 31st December, 2010 R=-ZE—ZFF+_-_A=+—H

20 ] O fnn?a/ Report

2010 2009
—E2-2F —ETNEF
Note RMB’'000 RMB'000
BisE ARETR ARBFT
Capital and reserves BN

Share capital (&N 27 289,809 289,809
Share premium and reserves B0 B M fFE 29 401,713 385,677

Equity attributable to owners of ZiN/NCTE ¥ DN L
the Company 691,522 675,486
Non-controlling interests A 30,183 3,813
Total equity gk 721,705 679,299

The consolidated financial statements on pages 69 to 152 were
approved and authorised for issue by the board of directors on
21st March, 2011 and are signed on its behalf by:

Dr. Li Minji
FREM@L

BEeN_T——F=A-T - HHERRE
TN FEOEEFI52E 2 Fa I BEwE
W FIIALTHREREE

Dr. Wang Xu
EREL

CHAIRMAN

FE

CHIEF EXECUTIVE OFFICER

TTIEAEE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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For the year ended 31st December, 2010 #Z—F

—EEF-A=1—HUFE

Attributable to owners of the Company

ARAEEARL
Statutory Non-
Share Share Capital surplus  Retained controlling
capital  premium reserve reserve profits Total interests Total
kx  ROEE  ERRE  AELEE  RERR 88 FiERER fag
RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000
AEBTL  ARBTR ARETR ARETT ARETT ARETT ARETT  ARETR
At 1t January, 2009 RZEENE-F-H 29809 254079 5216 14,332 61186 624,622 1857 626479
Profit and total comprehensive  FEEFI R4
income for the year hAEE - - - - 65,934 65,934 181 66,115
Divicend recognised as BEDRIRE
distribution - - - - (15,070) (15,070) - (15,070)
Profit appropriations pay il - - - 5418 (5,418) - - -
Disposal of a subsidiary HERHELA - - - - - - 335 3%
Acquisition of noncontrolling ~ WEE-FEMBAFZ
interest of a subsidiary SlER - - - - - - (40) (40)
Capital contribution from RE-HEHELA
non-controling shareholder ERRRTE
of a subsidiary - - - - - - 1480 1480
At 31st December, 2009 RIEENETZA=1-H 289,809 264,079 5216 19,750 106,632 675,486 3813 679,299
Profit and total comprehensive ~ EERFIRGAUALE
income for the year - - - - 73,706 73,706 2211 75,983
Dividend recognised as EREALRE
distribution - - - - (59,415) (59,415) - (59,415)
Dividend paid to noncontrolling ~ BFEARKR 2 k8
shareholders - - - - - - (400) (400)
Profit appropriations AR - - - 7579 (7579) - - -
Disposal of a subsidiary note 7)  HE-THEBAR(H:7) - - - - - - (1,262) 1,262)
Capital contribution from RE-FHEBAR
non<controlling shareholders  FFERRETE
of a subsidiary - - 1,745 - - 1,745 25,755 27500
At 31st December, 2010 RZB-BF+-A=1-A 289,809 254,079 6,961 21329 113,344 691,522 30,183 721,705
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CONSOLIDATED STATEMENT OF CASH FLOWS

e R e MERR

For the year ended 31st December, 2010 HZE_-F

—ZEFEF+-A=1—HUFE

2010 2009
—E-Ef —TENF
RMB'000 RMB'000
ARETT AREFT
OPERATING ACTIVITIES BEEH
Profit before tax BRI A& R 80,915 73,690
Adjustments for: 5B IEHE
Finance cost Eﬂﬁﬁ$ 388 255
Interest income from bank deposits RITFERZFBWA (3,168) (4,750)
Interest income from loans and receivable ‘E&FK&FEH&%’UEZ%‘J BUA (2,732) (3,368)
Gain on change in fair value of a BATERABRE S/
financial asset at FVTPL BEATEZE W (11,392) -
Share of results of associates DEBEAREE (6,103) (865)
Gain (loss) on disposal of a subsidiary HE—NBARZ W (ER) 174 (1,929)
Gain on disposal of an available-for-sale investment HETHEERE 2 Wiz (573) -
Gain on disposal of associates HEBE AR W 44 (16,000)
Depreciation of property, plant and equipment WE - BEREETE 77598 84,995
Depreciation of intangible asset BEREERE 550 -
Depreciation of investment property REMERE 3,775 2,523
Gain on disposal of property, plant and equipment HEWE - BE R s (102) (126)
Reversal of impairment loss recognised in BEE@ERFEL
respect of inventories BRERRESR (145) 27)
(Reversal of) allowance for doubtful debts (B EFHER IR (3,001) 3,023
Impairment loss recognised in respect BN AER
of interest in an associate BHRZAEBE - 513
Operating cash flows before movements BEESEER L
in working capital EERLTE 136,228 137934
Decrease in inventories FERDY 155 937
Decrease (increase) in held-fortrading investments  #5{EE EH AR (4210) 206 (206)
Increase in amounts due from customers [ElA D TREFFIREM
for contract work (1,299) (717)
Increase in trade and other receivables B 5 K EoAh PR FUIRE I (33,431) (18,306)
(Decrease) increase in trade and other payables 2 5 R EAERFIECH D) (36,432) 16,288
Increase in customer deposits for contract work BRANIRERPTESEM 13,157 11,313
Cash generated from operations BEMGRSE 78,584 147243
PRC income tax paid ERPEATER (12,750) (7.836)
NET CASH FROM OPERATING ACTIVITIES EETHERESFH 65,834 139,407
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CONSOLIDATED STATEMENT OF CASH FLOWS

AT REREK

For the year ended 31st December, 2010 EZ—F

—EEF-A=1—HUFE

2010 2009
i St 223 —EThE
Note RMB’000 RMB'000
fisx ARETT ARETT
INVESTING ACTIVITIES RETEEH
Interest received BUF B 6,453 4,669
Cash paid for purchase of property, BEVE BER
plant and equipment REFAHES (33,986) (60,941)
Cash paid for purchase of intangible asset EEEVEERNEE (11,000) -
Proceeds from disposal of property, HEVE  BER
plant and equipment HIEFBRUE 418 287
Deposits paid on acquisition of property, WEmE  BER
plant and equipment HEMTES (1,591) (1,355)
Increase in bank deposits RATIF G (60,886) (100,955)
Released from bank deposits EEBRIEITER 112,085 189,300
Purchase of loans receivable EERRER (50,000) (100,000)
Purchase of an financial asset at FVTPL EERATEFAES
JERBE (231,150) -
Settlement of loans receivable EEREWER 150,000 92,000
Settlement of an financial asset at FVTPL g AT EFTABE
LERMEE 241,392 -
Cash (outflow) inflow from disposal of HE—RHNBARZHE
a subsidiary (R)RA 7 (3,406) 756
Proceeds from disposal of an associate HE—EHE AR ZFEHE 332 16,000
Proceeds from disposal of HE RN EREMEIE
an available-forsale investment 923 -
Dividend received from associates B E D RS - 2,510
NET CASH FROM INVESTING ACTIVITIES REEDFERETFHE 119,584 42,271
FINANCING ACTIVITIES RMEEE
Interest paid BRFIE (525) -
Repayment of borrowings EEREE (1,820) (910)
Capital contribution from non-controlling REMBA
shareholders of subsidiaries JEE Hxﬁﬁ%&éﬁ 27,500 1,480
Net cash outflow on acquisition of a Wk — I B A BI3EER
non-controlling interest of a subsidiary BEmsRemLFE - (40)
Dividend paid to a non-controlling ERN—RRE AT
shareholder of a subsidiary TR R 2 BB (400) -
Dividend paid BERRE (59,415) (15,070)
NET CASH USED IN FINANCING ACTIVITIES ~ BEZBFiERSFE (34,660) (14,540)
NET INCREASE IN CASH AND RERERRELEER
CASH EQUIVALENTS IR 150,758 167138
CASH AND CASH EQUIVALENTS AT R—A—BREER
1ST JANUARY ZEBEEEE 338,886 171,748
CASH AND CASH EQUIVALENTS R+T=ZA=+t—HzH%
AT 31ST DECEMBER, RERREER
represented by bank balances and cash BRfTHEBRR S 489,644 338,886
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
iR e B ek MY T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

GENERAL

The Company is a limited company established in Beijing,
the People's Republic of China (the “PRC") and its H shares
are listed on The Stock Exchange of Hong Kong limited (the
"Stock Exchange”). Its ultimate holding company is Beijing
State-owned Assets Management Corporation Limited
("BSAM"), a state-owned enterprise, also established
in the PRC. The addresses of the registered office and
principal place of business of the Company are disclosed in
the section headed “Corporate Information” to the annual
report.

The Company and its subsidiaries (hereinafter collectively
referred to as the “Group”) are principally engaged in the
network systems integration and installation, software
development, technical consulting and related services
provision, and sales of computers, related accessories and
equipment.

The Company transfered to list from the Growth Enterprise
Market to the Main Board of the Stock Exchange effective
on 21st January, 2011.

The consolidated financial statements are presented in
Renminbi (“RMB"), which is also the functional currency
of the Company and its principal subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sre ISR R BT &

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

2. APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

In the current year, the Group has applied the following
new and revised Standards and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants

FE R #TE] RARAEE] 2 B8R
BREEA(FREUBHREE
A1)

RAFE  ARBRAAThHESE:
MAR(EBEMAE ) AB 2T
RAGETRAI RS -

("HKICPA").

HKFRS 2 (Amendments)

HKFRS 3 (as revised in 2008)

HKAS 27 (as revised in 2008)

HKAS 39 (Amendments)
HKFRSs (Amendments)

HKFRSs (Amendments)

HK(IFRIC) - Int 17

HK(IFRIC) - Int b

Group Cash-settled Share-based
Payment Transactions
Business Combinations

Consolidated and Separate Financial
Statements

Eligible Hedged Items

Improvements to HKFRSs issued
in 2009

Amendments to HKFRS 5 as part of
Improvements to HKFRSs issued
in 2008

Distributions of Non-cash Assets
to Owners

Presentation of Financial Statements
- Classification by the Borrower of
aTerm Loan that Contains a
Repayment on Demand Clause

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 amounts reported in
these consolidated financial statements and/or disclosures
set out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

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

Amendments to HKAS 7 Statement of Cash Flows

(as part of Improvements to HKFRSs issued in 2009)

The amendments to HKAS 7 specify that only expenditures
that result in a recognised asset in the consolidated
statement of financial position can be classified as
investing activities in the consolidated statement of cash
flows. The application of the amendments to HKAS 7 has
resulted in a change in the presentation of cash outflows in
respect of development costs that do not meet the criteria
in HKAS 38 Intangible Assets for capitalisation as part of
an internally generated intangible asset in the consolidated
statement of cash flows. This change has been applied
retrospectively.

Development costs of the Group paid in the year of 2009
were recorded as expenses and included in cash flows
of operating activities in consolidated statement of cash
flows. The revised Standard has had no impact to the
Group for the current and prior years' presentation.

The amendments to HKAS 7 specify that changes in
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, are
accounted for as equity transactions. Accordingly, the
resulting cash flows are financing activity. The application
of the amendments to HKAS 7 has resulted in a change in
the presentation of cash outflows in 2009. Specifically, the
amount paid for the acquisition of non-controlling interest in
a subsidiary in 2009 have been reclassified from investing
to financing activities in the consolidated statement of cash
flow for the year ended 31st December, 2009.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

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

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 for changes
in ownership interests in subsidiaries of the Company.

2.
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Specifically, the revised Standard has affected the Group's BREME  ZEETEAFERNEEE
accounting policies regarding changes in the Company's RARRREK B AR A RS

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.

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.

These changes have been applied prospectively from 1st
January, 2010 in accordance with the relevant transitional
provisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

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

HKAS 27 (as revised in 2008) Consolidated and
Separate Financial Statements (continued)

The application of the revised Standard has affected
the accounting for the dilution of the Group’s interest
in Dongguan City Longxin Digital Technology Company
Limited during the current year, which resulted in loss of
control of it. The retained interest in the former subsidiary
is recognised at its fair value at the date control is lost,
instead of recognised at relevant share of net asset of the
subsidiary. The change in policy has not result in material
difference to the amount reported.

In addition, the application of the revised Standard has
affected the accounting for the dilution of the Company’s
interest in a subsidiary, Beijing Sports Technology Co., Ltd.,
by introducing new equity holders during the current year,
which has not resulted in loss of control of the subsidiary.
The impact of the change in policy was that the difference
of approximately RMB1.7 million between the capital
received and the increase in the carrying amount of the
non-controlling interests has been recognised directly in
equity, instead of in profit or loss. Therefore, the change in
accounting policy has resulted in a decrease in the profit
for the year of RMB1.7 million and a decrease in basic and
diluted earnings per share for the year of RMBO0.06 cents.
In addition, cash consideration of RMB27.5 million received
from the non-controlling shareholders is presented as cash
flow from financing activities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sre BRI

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

2. APPLICATION OF NEW AND REVISED 2.

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

New and revised Standards and Interpretations
issued but not yet effective

The Group has not early applied the following new and
revised Standards and Interpretations that have been
issued but are not yet effective:

HKFRSs (Amendments) Improvements to HKFRSs issued
in 2010"

HKFRS 7 (Amendments) Disclosures —Transfers of
Financial Assets®

HKFRS 9 Financial Instruments*

HKAS 12 (Amendments) Deferred Tax: Recovery of
Underlying Assets®

HKAS 24 (as revised in 2009)  Related Party Disclosures®

HKAS 32 (Amendments) Classification of Rights Issues’
HK(IFRIC)-Int 14 (Amendment)  Prepayments of a Minimum Funding
Requirement?

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with

Equity Instruments?

! Effective for annual periods beginning on or after 1st July, 2010

or 1st January, 2011, as appropriate.

2 Effective for annual periods beginning on or after 1st July,
2010.

3 Effective for annual periods beginning on or after 1st July, 2011.

4 Effective for annual periods beginning on or after 1st January,
2013.

5 Effective for annual periods beginning on or after 1st January,
2012.

6 Effective for annual periods beginning on or after 1st January,
2011.

7 Effective for annual periods beginning on or after 1st February,
2010.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

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

New and revised Standards and Interpretations
issued but not yet effective (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.

o 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.

The directors of the Company anticipate that the
adoption of HKFRS 9 may have impact on the
amounts reported in respect of the Group’s available-
forsale investment which are currently stated at cost
less impairment and will be measured at fair value
upon adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4= AR
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For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STA

New

NDARDS (“HKFRSs”) (CONTINUED)

and revised Standards and Interpretations

issued but not yet effective (continued)

HKFR

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.

S 9 is effective for annual periods beginning on or

after 1st January, 2013, with earlier application permitted.

The directors of the Company anticipate that the application
of other new and revised standards, amendments or
interpretations will have no material impact on the results
and the financial position of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

3. SIGNIFICANT ACCOUNTING POLICIES 3. EXREFTHE

The consolidated financial statements have been preparedin
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 of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values, as explained
in the accounting policies set out below. Historical cost is
generally based on the fair value of the consideration given
in exchange for goods.

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
or 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.

Allintra-group transactions, balances, income and expenses
are eliminated on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the equity attributable to owners of the
Company therein.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR T

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

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 1st
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 Company’s ownership interests in
existing subsidiaries on or after 1st January, 2010

Changes in the Company's ownership interests in
subsidiaries that do not result in the Company losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Company'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.

When the Company 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. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

3. SIGNIFICANT ACCOUNTING POLICIES 3. BEXRETBEE)

(CONTINUED)
Basis of consolidation (continued)

Changes in the Company’s ownership interests in
existing subsidiaries prior to 1st 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 adjustment
to the non-controlling interests was recognised in profit or
loss.

Investments 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 the consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates 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 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. Additional losses are recognised only to the extent
that the Group has incurred legal or constructive obligations
or made payments on behalf of that associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR T

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in associates (continued)

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 an 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.

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.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXREBEERGE)

Revenue recognition WA R
Revenue is measured at the fair value of the consideration WAREZBE WS ERREZ A $ (E6)

received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
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of business, net of discounts and sales related taxes. ZHIB) o

Deposits and instalments received from customers prior T F it ATER 2 &R - HEP
to meeting the above criteria for revenue recognition are Wz EE RIF - IBREREE WS
included in the consolidated statement of financial position MRz 2 M EE -

under current liabilities.

Revenue from sales of goods is recognised when goods
are delivered and title has passed.

Ticket agency service commission income is recognised
when services are provided.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of revenue can be measured reliably.
Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
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the expected life of the financial assets to that asset's net
carrying amount on initial recognition.

Dividend income from investments is recognised when the
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will flow to the Group and the amounts of revenue can be =

measured reliably.
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AR B SRR T

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Technology service contracts

When the outcome of a contract for the technology
service of network systems can be estimated reliably,
revenue and costs are recognised by reference to the
stage of completion of the contract activity at the end of
each reporting period, as measured by the proportion that
contract costs incurred for the work performed to date
bear to estimated total costs, except where this would not
be representative of the stage of completion. Variations in
contract work, claims and incentive payments are included
to the extent that the amount can be measured reliably and
its receipt is considered probable.

Where the outcome of a contract cannot be estimated
reliably, contract revenue is recognised to the extent of
contract costsincurred thatitis probable will be recoverable.
Contract costs are recognised as expenses in the period in
which they are incurred.

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

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings and
customer deposit for contract works, the surplus is shown
as an amount due from customers for contract work.
For contracts where progress billings plus deposit for
contract works exceed contract costs incurred to date plus
recognised profits less recognised losses, the surplus is
shown as an amount due to customers for contract work.
Amounts received before the related work is performed
are included in the consolidated statement of financial
position, as a liability, as customers’ deposits for contract
work. Amounts billed for work performed but not yet paid
by the customer are included in the statement of financial
position under trade and other receivables.
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AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

Property, plant and equipment, other than properties under
construction as described below, are stated at cost less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment other than
properties under construction 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.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group's accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when
the assets are ready for their intended use.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR T

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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 stated at
cost less subsequent accumulated depreciation and any
accumulatedimpairmentlosses. Depreciationis recognised
so as to write off the cost of investment properties over
their estimated useful lives and after taking into account
of their estimated residual value, using the straight-line
method.

Construction costs incurred for investment properties
under construction are capitalised as part of the carrying
amount of the investment properties under construction.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and 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.

Leasing

Leases are classified as finance leases whenever 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. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXREBEERGE)

Leasing (continued) FH# (&)
The Group as lessee AEBEREBEA

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.

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. 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.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a straight-
line basis. WWhen 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, unless it
is clear that both elements are operating leases, in which
case the entire lease is classified as an operating lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 #Z2 _—E—ZFEF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies

In preparing the financial statements of each individual

3.

EXREBEERGE)
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group entity, transactions in currencies other than the ki
functional currency of that entity (foreign currencies) are TR S - BDAE B2 B (A%

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 the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. 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 translation of monetary items,
are recognised in profit or loss in the period in which they
arise.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B R T

For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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. Government grants
related to depreciable 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.

Retirement benefit costs

Payments to state-managed retirement benefit schemes
are charged as an expense when employees have rendered
service entitling them to the contribution.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARG SRR T

For the year ended 31 December, 2010 #Z2 _—E—ZFEF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXREBEERGE)

Taxation (continued) HIE(E)
Deferred tax is recognised on temporary differences BERIEBEAMGEVBMREERAR

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 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 arising on investments in subsidiaries and
associates, 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
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.

future.

The carrying amount of deferred tax assets is reviewed at
the end of reporting period and reduced to the extent that
itis 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B R T

For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

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.

3.
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Intangible assets mILEE
Intangible assets acquired separately PHBBZREEE

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation
for intangible assets with finite useful lives is provided
on a straight-line basis over their estimated useful lives.
Intangible assets with indefinite useful lives are carried at
cost less any subsequent accumulated impairment losses
(see the accounting policy in respect of impairment losses
on tangible and intangible assets below).

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in profit or loss in the period when the
asset is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

sre ISR R BT &

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (continued)
Research and development costs

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 (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;

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

o the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the intangible asset; and

o 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 impairmentlosses (if any), on
the same basis as intangible assets acquired separately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average
method.

Financial instruments

Financial assets and financial liabilities are recognised on
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 (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified into financial
assets at fair value through profit or loss (“FVTPL’), loans
and receivables and available-forsale financial assets.
All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EXREFEERE)

(CONTINUED)

Financial instruments (continued)
Financial assets (continued)
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 other than those financial assets
classified as at FVTPL, of which interest income is included
in net gains or losses.

Financial assets at fair value through profit or loss

Financial assets at FVTPL include financial assets held
for trading and those designated as at FVTPL on initial
recognition. A financial asset is classified as held for trading
if:

o it has been acquired principally for the purpose of
selling in the near future; or

o it is a part of an identified portfolio of financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking;
or

° it is a derivative that is not designated and effective
as a hedging instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.

EXREBEERGE)

Financial instruments (continued) AT AE)
Financial assets (continued) SREEE)

Financial assets at fair value through profit or loss
(continued)

A financial asset other than a financial asset held for trading
may be designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise; or

° the financial asset forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis;
or

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in which
they arise. The net gain or loss recognised in profit or loss
includes any dividend or interest earned on the financial
assets.

Loan 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,
loans receivable, amounts due from related parties, bank
deposits and bank balances and cash) are carried at
amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy in
respect of impairment loss on financial assets below).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARG SRR T

For the year ended 31 December, 2010 #Z2 _—E—ZFEF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EREFEERGE)

(CONTINUED)

Financial instruments (continued)
Financial assets (continued)
Available-for-sale financial assets

Available-forsale financial assets are non-derivatives
that are either designated or not classified as financial
assets at FVTPL, loans and receivables or held-to-maturity
investments.

The Group's available-forsale equity investments that do
not have a quoted market price in an active market and
whose fair value cannot be reliably measured are measured
at cost less any identified impairment losses at the end of
each reporting period subsequent to initial recognition (see
accounting policy on impairment loss on financial assets
below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed
for indicators of impairment at the end of 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 impacted.

For all financial assets, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest and principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B R T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

3. SIGNIFICANT ACCOUNTING POLICIES 3. BEXRETBEE)

(CONTINUED)

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

For certain categories of financial asset, such as trade
receivables and other 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, anincrease
in the number of delayed payments in the portfolio past the
average credit period of 180 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.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent
periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of trade receivables and other receivables,
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 a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited
to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARG SRR T

For the year ended 31 December, 2010 #Z2 _—E—ZFEF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EREFEERGE)

(CONTINUED)

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

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.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the
Group 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.

Interest expense is recognised on an effective interest.

2ETA(E)
SREE(H)
PHEEREE)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EREFEERGE)

(CONTINUED)

Financial instruments (continued)
Financial liabilities and equity (continued)
Financial liabilities

Financial liabilities of the Group including trade and other
payables, amounts due to related parties and other loan
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.

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 entirety, 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 in
other comprehensive income and accumulated in equity 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 and payable is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR T

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payment transactions

Share options granted and vested prior to 1st January,
2005

The financial impact of share options granted is not
recorded in the consolidated financial statements until
such time as the options are exercised, and no charge
is recognised in profit or loss in respect of the value of
options granted. Upon the exercise of the share options,
the resulting shares issued are recorded as additional share
capital at the nominal value of the shares, and the excess
of the exercise price per share over the nominal value of
the share is recorded in the share premium. Options which
lapsed or cancelled prior to their exercise date are deleted
from the register of outstanding options.

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 tangible and intangible 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. In addition, intangible assets with indefinite useful
lives and intangible assets not yet available for use are
tested for impairment annually, and whenever there is an
indication that they may be impaired. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which
are described in Note 3, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over their estimated useful lives, after
taking into account of their estimated residual values.
The determination of the useful lives and residual values
of network equipment involve management’s estimation
regarding change in technology and customers’ expectation
regarding network infrastructure services to be provided by
the Group. The Group assesses annually the residual value
and the useful lives of the property, plant and equipment
and if the expectation differs from the original estimate,
such a difference may impact the depreciation in the year
the estimate is changed and the future period. Details of
the depreciation of network equipment are disclosed in
Note 14.

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Technology service contracts

Revenue and costs are recognised by reference to the
stage of completion of the contract activity at the end of
each reporting period. The stage of completion requires the
management to estimate total contract costs expected to
be incurred in completing the contracts undertaken by the
Group. The time taken and the cost ultimately incurred may
be adversely affected by many factors, including additional
variations to the plans requested by the customers or
because of technical needs, disputes with sub-contractors,
changes in the government's priorities and unforeseen
problems and circumstances. Any of these factors may
give rise to delays in completion of work or cost overruns
or termination of contracts by the customers, which in
turn may affect the stage of completion and therefore
recognition of contract revenue and costs in the future
period.

REVENUE

Revenue represents revenue generated from sales of
goods, income from technical service contracts and
commission income for ticket agency services during the
year. An analysis of the Group's revenue for the year is as
follows:

EXEHHEREEZNABE
ELVAE |

BAMTARFS & #9

WARBRAEBZNERERAREHZT
THREER TIEEGSEEREMA
EREBEAEEBITZANERMEL Y
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2010 2009

—E-2F —ETNEF

RMB’000 RMB'000

AR®ET T AREFT

Sales of goods EHE 12,945 7956

Income from technical service KB F MRS L84 A

contracts 357,040 355,169
Commission income from ticket ~ REZBRIERBHBESHA

agency service 3,029 -

Total income Nk 373,014 363,125
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B SRR I T

For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

SEGMENTS INFORMATION

HKFRS 8 Operating Segments requires operating segments
to be identified on the basis of internal reports about
components of the Group that are regularly reviewed by the
chief operating decision maker for the purpose of allocating
resources to the segment and to assess its performance.
The Group's Chief Executive Officer ("CEQ") is identified
as the chief operating decision maker.

CEOQ for the purpose of resource allocation and assessment
of performance, reviewed consolidated profit after taxation
and the consolidated revenue of the Group as a whole
prepared in accordance with the Accounting Standards
for Business Enterprise of PRC, which has no significant
differences as compared with the consolidated profit after
taxation and the consolidated revenue reported under
HKFRS. Therefore, the operation of the Group constitutes
one single operating segment. Accordingly, no operating
segment is presented, other than the entity-wide
disclosure.

The Group's operations are located in the PRC and all the
revenue of the Group comes from PRC customers, as well
as all of the assets are located in the PRC. Aggregated
revenues from state-controlled entities and the PRC
government are approximately RMB348,476,000 (2009:
RMB323,579,000).

DISPOSAL OF A SUBSIDIARY

(@) On 8th December, 2010, the Company entered into
an agreement to introduce a new shareholder to a
subsidiary, Dongguan City Longxin Digital Technology
Company Limited, with of additional capital injection
of RMB941,000 contributed by the new shareholder.
The subsidiary is engaged in application and network
development. The additional capital contribution was
completed on 16th December, 2010, on which date
the Company’s equity interest was diluted from 60%
t0 41.96% and control on this subsidiary was lost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 #Z2 _—E—ZEF+_A=+—HILFZE

7. DISPOSAL OF A SUBSIDIARY (CONTINUED) 7. HE—EMHNEQT (&)

(a)  (continued) (@ (&)
Analysis of net assets of Dongguan City Longxin M EBEREMREHBREA
Digital Technology Company Limited at the date of RABIZEEFEITOT

disposal was as follows:

At 16.12.2010
R=Z-—FF
+=At7<H
RMB’000
ARET T
Analysis of assets and KREEEZEERAEDT
liabilities over which
control was lost:
Property, plant and L E G
equipment 790
Amounts due from WAL TRERFIA
customers for
contract work 236
Trade and other B 5 & E kIR
receivables 252
Bank balances and cash ~ SRITEFENIES 3,406
Trade and other payables &5 M E b ER 708 (1,441)
Tax payable FEfIRIE (89)
Net assets disposed of BHEEEFE 3,154
Net assets disposed of BEREEETE 3,154
Non-controlling interests iz (1,262)
Fair value of retained E—EBEAREEARZ
interest which accounted REER AT E
for interest in an associate (1,718)
Loss on disposal HEEE BE 174
Cash outflow arising HEZHEEFZRERM
on disposal:
Bank balances and cash RITHEGERHENB AR
disposed of 3,406
The impact of Dongguan City Longxin Digital REMREHBREARARER
Technology Company Limited on the Group's results AEBAFENBAIFE2EER
and cash flows in the current and prior years is REMELTEWLTERK °

immaterial to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY R

wINE s
For the year ended 31 December, 2010 E#Z=F

7

DISPOSAL OF A SUBSIDIARY (CONTINUED)

(b)

On 17th September, 2009, the Company entered
into a share transfer agreement with an independent
third party to dispose of its entire interests in a
subsidiary, Chongging Hongxin Software Company
Limited and its subsidiary (“Chongging Hongxin”)
for a cash consideration of RMB840,000. The
subsidiaries are engaged in software development
and related businesses. The disposal was completed
on 28th October, 2009, on which date the control of
Chongging Hongxin was passed to the acquirer.

Analysis of net liabilities of Chongging Hongxin at the
date of disposal was as follows:

—ZEFEF+A=1—HIUFE

7

HE—EHEA R ()

(b)

RZZEZAFAA+EH &R
SRR AV Tk ﬁk%%
EiaE 0 LA R%840,0000T 2 18
iﬁﬁmmﬂﬁmgﬁﬂiﬁfﬁ
HHEEREELT RENBR
(lBBEEDZE B%%OW%@
RIS R AAEER - B E
FHEHER -_ZTAFE+A-+/\H
TR MEBAE ZIEHETNE
AEETREBA -

REERPERREZABFED
T

At 28.10.2009

RZZEZNE
+AZ+NAH
RMB'000
AREFT
Net liabilities disposed: BREEEFE
Property, plant mE - WEREE
and equipment 417
Inventories FE 60
Amounts due from e AN TIERFFUA
customers for
contract work 356
Trade and other receivables &5 K E b fEU A 902
Bank balances and cash RITHEFERES 84
Trade and other payables B 5 R H MR (3,243)
(1,424)
Non-cotrolling interests FEFERE 336
Gain on disposal HEEE W 1,929
Total consideration BRE 840
Satisfied by: ERFR
Cash Re 840
Net cash inflow arising HESBEEAZRERNAFE
on disposal:
Cash consideration ReENE 840
Bank balances and cash ~ SRITEGFEREEWBE R AR S
of subsidiaries
disposed of (84)
756
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sre ISR R BT &

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

8. PROFIT BEFORETAX 8. ERBIAIGEF
2010 2009
—E2-2F ZEENEF
RMB’000 RMB'000
ARET T ARETT
Profit before tax has been arrived  BRFiRT & FIZEHIBRIA T S IBEEHS
at after charging:
Directors’ and supervisors' E=REEE (M)
remuneration (Note 9) 1,160 1,347
Other staff costs HAB TR 119,477 99,825
Other staff's retirement benefit H AR T 2 RIRE R EMER
scheme contributions 7185 6,204
127,822 107376
Less: Staff costs included in B ETATRRE R ER A 2B IR
research and development
costs (11,408) (11,509)
Staff costs included in cost SEASHER AR Z B IR
of sales (48,042) (47218)
68,372 48,649
Depreciation of property, ME - BEREETE
plant and equipment 77598 84,995
Depreciation of investment property &£ E 3,775 2,623
Amortisation of intangible asset L EER 550 -
Total depreciation and amortisation #7& & & k4@ %8 81,923 87518
Less: Depreciation included in B ETARRERAER A 2 ITE
research and development
costs (1,396) (896)
Depreciation included SHABEERARITE
in cost of sales (48,543) (53,965)
31,984 32,657
Operating lease rentals in respect of B 7|2 &2 LS
- cable network — IR 16,845 13,455
—land and buildings —THI RIEF 14,485 11,572
31,330 25,027
Less: Operating lease rentals B AT RARER A 2 LEROES
included in research and
development costs (2,183) (1,181)
Operating lease rentals SABEENARZ GEEHOES
included in cost of sales (11,322) (8,885)
17,825 14,961
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For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

8. PROFIT BEFORETAX (CONTINUED) 8. BRBIAIEF ()
2010 2009
—E-ZF —TENF
RMB’000 RMB'000
AR¥ETR AREFT
(Reversal of) allowance for KR () B
doubtful debts (3,001) 3,023
Auditors’ remuneration ZE A 2,545 1,843
Cost of inventories recognised BRAEBRZEFERAE
as expenses 38,181 17080
Share of tax of an associate Dh—EEERARRE
(included in share of results (GtAD HBEAREER)
of associates) 1,715 1,404
and after crediting: WEFTA :
Government grants (note) BT 8B (PH3E) 12,186 9,749
Interest income from bank deposits 217172 Fl BULA 3,168 4,750
Interest income from loans FEWE R 2 F B A
and receivable 2,732 3,368
Gain on change in fair value of BAHE A BRZ 2REEZ B R
a financial asset at FVTPL 11,392 -
Dividend income from AH-HERE 2 REWA
available-for-sale investment 240 245
Gain on disposal of property, HEME « BFE kR HEkE
plant and equipment 102 126
Reversal of written down of FERUEEE
inventories 145 27
Gross rental income from REEBEMEMS WAL
investment properties 6,951 3,397
Less: Direct operating expenses  Jil : FRELRERAZIREDE
from investment properties ZEREERY
that generated rental
income during the year (3,431) (1,897)
Direct operating expenses FAMEELHESWAZIRENE
from investment properties ZEERERY
that did not generate any
rental income during
the year (1,112) (909)
2,408 591
Note: Government grants are obtained specifically for certain of the MisE - RSB DB AANERE TEABEERK
Group's research and development projects, that are eligible to BRI 3 IE B BUS - AR ERRET
receive government grants, in which attributable depreciation, E - BINAA - EEEERITEERA -

staff costs, cable network and research and development costs
are compensated.
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For the year ended 31 December, 2010 #Z2 _—E—ZEF+_A=+—HILFZE

9. DIRECTORS’ AND SUPERVISORS’ BEEREECME
EMOLUMENTS
2010 2009
—E-EF —ETNF
RMB’000 RMB'000
AR¥T R AREFT
Fees we
— independent non-executive —BIIERITES
directors 195 177
Other emoluments for WITEECEMME
executive directors
— basic salaries and allowances —BEARFE MER 673 916
— retirement benefit scheme —RUREFIFT B
contributions 31 15
704 931
Other emoluments for supervisors B % 2 Hib &
— basic salaries and allowances — B S KRR 234 229
- retirement benefit scheme —IRAAE A B K
contributions 27 10
261 239
1,160 1347
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

9. DIRECTORS’ AND SUPERVISORS’ 9. EERESCME(E)
EMOLUMENTS (CONTINUED)

The emoluments paid or payable to each of the 14 (2009: ENSEMAI(ZEENF 1900 F
19) directors and supervisors were as follows: EREFZBMZMENT
Other emoluments
Hitif <
Retirement
Basic salaries benefit scheme
2010 Fees and allowances contributions Total
EXge BEERN
“E-ZF ne )53: 4 TR kel
RMB’000 RMB'000 RMB'000 RMB'000
ARETR ARET T ARET T ARBTT
Directors ==}
Dr. Li Minji FTREHET - - - -
Dr. Wang Xu ENBIE T - 673 31 704
Ms. Sun Jing Rigit - - - -
Ms. Li Zhi Faw+ - - - -
Mr. Pan Jiaren ERELE - - - -
Mr. Cao Jun WEEA - - - -
Mr. Qi Qigong A A - - - -
Ms. Lu Xiaobing B/ kit - - - -
Mr. Chen Jing FREFITE 70 - - 70
Dr. Wang Huacheng EX(d74r 65 - - 65
Mr. Gong Zhigiang EEREE 60 - - 60
Supervisors =
Ms. Liu Jian Bzt - - - -
Ms. Gao Yuanjun SRELL - - - -
Ms. Xu Xiangyan EAEE - 234 27 261
195 907 58 1,160

Note: Dr.Wang Xu has had his further studies abroad for approximate

four months and no bonus was paid for that period in the current A RS T -

year.

et BB ENAFERERIIAOOER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

years of 2010 and 2009.

TIEE%H&ZEHM& °

9. DIRECTORS’ AND SUPERVISORS’ 9. EENEECHME(E)
EMOLUMENTS (CONTINUED)
Other emoluments
Retirement
Basic salaries  benefit scheme
2009 Fees andallowances  contributions Total
A e RIKER
—ETNE e 195 HEGE ok
RMB'000 RMB'000 RMB'000 RM,B'OQO
AREFT ARETT AR®EFT AREFTT
Directors -
Dr. Li Minji FREBL - - - -
Dr. Wang Xu TRfET - 41 10 751
Ms. Sun Jing BisL L
(appointed on 19th June, 2009) (RZETNF
NATHBEZRT) - - - -
Ms. Li Zhi Fant
(appointed on 19th June, 2009) (R=ZENF
NATNBEZRT) - - -
Mr. Pan Jiaren ERERAE - - - -
Mr. Cao Jun EES s
(appointed on 15th January, (RZFZNEF
2009) — A+ RBERZH) - - - -
Mr. Qi Qigong A LS - - - -
Ms. Lu Xiaobing Bkt - - - -
Mr. Chen Jing i i 62 - - 62
Dr. Wang Huacheng FERBEL
(appointed on 19th June, 2009) (RZZTTNE
NATNBEZE) 34 - - 34
Mr. Gong Zhigiang by
(appointed on 19th June, 2009) (RZETNEF
NATNBEZRE) 31 - - 31
Ms. Zhang Yan %Ekiti'
(resigned on 19th June, 2009) (RZFZNEF
RATNBBE) - 176 5 181
Mr. Xu Zhe RERLE
(resigned on 19th June, 2009) (RZFZNEF
ANATNEET) - - - -
Dr. Xia Peng i
(resigned on 15th January, 2009)  (RZZTNF
—ATREBET) - - - -
Mr. Ye Lu BREE
(resigned on 19th June, 2009) (R=—FENF
NAT BB 25 - - 25
Mr. Liu Dongdong B
(resigned on 19th June, 2009) (R-ZZTNF
ANATABEHE) 25 - - 25
Supervisors Ex
Ms. Liu Jian BEat - - - -
Ms. Gao Yuanjun ARELT - - = -
Ms. Xu Xiangyan SR T - 228 10 238
177 1,145 25 1,347
No directors have waived any emoluments during the both WHEHEEN _ZE—ZSFA_ZTZENFH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

10. EMPLOYEES’' EMOLUMENTS 10. EEZ 2
The emoluments of the five highest paid individuals AR XHFATEE R (ZZEZN
included one (2009: one) director of the Company, whose F:—R)EARAESE  HBESHERN X
emoluments are included in Note 9 above. The emoluments M9 e HMTHE(ZTTNF - UE)&
of the remaining four (2009: four) highest paid individuals BXFAT ST
as follows:
2010 2009
—E-ZF ZEENF
RMB’000 RMB'000

AR®TT ARBTTT

Basic salaries and allowances AR & MOERL 2,454 2,343
Retirement benefit scheme RINEAMET B

contributions 125 42

2,579 2,385

During the year, no emoluments were paid by the Group to RER AEBWENSTFTREAESXH
the five highest paid individuals, directors and supervisors AT - BEFZREEEAMESERNE
as an inducement to join or upon joining the Group or as SRIMBEREB 2 F 2 ERBEEE
compensation for loss of office. Their emoluments were all 8 - HEEil<15 41,000,000 T( AR
within HK$1,000,000 (RMB851,000). 851,0007C) Z A ©

C 115




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4= AR

Iy == /\ﬁﬂz%i&%ﬁfqg_li_

For the year ended 31 December, 2010 #Z2 _—E—ZEF+_A=+—HILFZE

1.

INCOME TAX EXPENSE

The Company was awarded as “key software enterprise
under state planning and layout” (SR8 2145 B R E ZHEL
BE{>%) by State Development and Reform Commission,
Ministry of Industry and Information, Ministry of Commerce
and State General Administration of Taxation for the years
of 2010 and 2009. Thus, according to the relevant tax laws
and regulations in the PRC, it is subject to tax rate of 10%
on its estimated assessable profit for the year.

The Company's subsidiaries, Capinfo Technology
Development Co., Ltd. and Beijing Sports Technology Co.,
Ltd. are recognised as High-Technology Enterprises which
were approved by The Committee of Beijing Science and
Technology. Pursuant to the relevant laws and regulations
in the PRC, these companies are entitled to exemption
from income tax for three years commencing from the
year of operation and entitled to a 50% relief from income
tax for the three years from 2010 to 2012. Under the
implementation of Transitional Tax Relief Rules, the tax
holiday is continued to be enjoyed after the implementation
of the New Law until the expiry of the entitlement on 31st
December, 2012.

1.

FrigBiB <

R-ZE-ZFER_ZTTNF KARAE
BRERMAELZEE TEMEEL
B AHBRERRGRRRER BEXR
REMBAEHTELE] - At - Rig
MR BEBEMER - TAFRZ G
JERBUHMIL10% 2 L XFHE -

ARElzMBAR G EEREERE
RAFRIRIERLEEREBRARE
ERMREENZE SR ERRAES X
iz RIBRHABEEERER %
ENREEREEFTER=-FREHMN
ek 2 —SFRE_T——_F
IF=EF E A ERE50%FTEH - @il
EMRTEMSHAEERRE 28
ARERFNERESZE EE2-F
——F+-A=t+—HBEmAL -

2010 2009
—E-EF ZTTNEF
RMB’000 RMB'000
AR¥TR ARBFT
The charge comprises: X HBE
PRC income tax R EIFTSE
Current year REE 7746 7764
Overprovision for previous year FFEREEE - (420)
7,746 7344
Deferred tax (credit) charge RIEFIIE ()2 (2,814) 231
4,932 7575
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For the year ended 31 December, 2010 #Z —F—ZFF+-A=+—HILFZ

1.

INCOME TAX EXPENSE (CONTINUED) 1.

The charge for the year can be reconciled to the profit per

Frig % > ()

ARERXHAIRER

2 T Weas 7 B 0a A

the consolidated statement of comprehensive income as EH BRI T ¢
follows:
2010 2009
—E-ZF —TTHF
RMB’000 RMB'000
ARET T ARETT
Profit before tax RO I 80,915 73,690
Tax at applicable income tax rate & FATISFI R 10%
of 10% (2009: 10%) (ZZZTNF  10%)FTE 2 BIA 8,092 7,369
Tax effect of income not taxable ~ FAFRTES T & TERTE 2
for tax purpose WA Z RIS & (597) (279)
Tax effect of expenses that are not ?ﬁ}\ﬁkﬁﬁ*T—HDfRZ
deductible for tax purpose T BB E 472 1,204
Tax effect of deductible temporary  REERAI IR EEIEER
differences not recognised 2SR - 2,247
Utilisation of deductible temporary 1§ Fi BABT & [ AR SR A 0 FR
differences previously not TR ER
recognised (2,333) (1,600)
Recognition of deductible TR AR S E AR MER AT IR
temporary differences TR
previously not recognised (972) -
Tax effect of tax losses not RIERMIB BB RBETE
recognised 72 137
Tax effect of different tax rates B AR TR R M2
of subsidiaries 198 (1,595)
Decrease in opening deferred tax 38 FA & 53 D LA B VR AT
assets resulting from the HIEBER LD
decrease in applicable tax rate - 512
Overprovision for previous year T FEREEE - (420)
Tax expense for the year FEBERY 4,932 7575
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 # 2 _—E—ZFEF+_A=+—HILFZE

12. DIVIDENDS 12. RE

An interim dividends of RMB2.05 cents (2009: nil) (pre-
tax) per share, amounting to an aggregate amount of
RMB59,415,000 (2009: nil) has been declared and paid
during 2010.

N _ZE—ZTF 0 NARE R MR H
%i AR 05D (ZEZNF - &)
BREiAT) - & A R¥S9,415,0007T( =
T E) -

MH”%/,

EEEREBE TS F+-_A=+—
BIEFE 2 REREAERARK115S

The final dividend of RMB1.15 cents (pre-tax) in respect of
the year ended 31 December 2010 (2009: nil) per share has

been proposed by the directors and is subject to approval (BRTAD) (ZETNF - &) - HEFRK
by the shareholders in general meeting. RN ARE FHE -
. EARNINGS PER SHARE . BREF

The calculation of the basic and diluted earnings per share
attributable to the owners of the Company is based on the
following data:

RRABHRAEANESERERNNEER T
TIRBIA T BUIEAE

2010 2009
—E2-2F —EENF
RMB’000 RMB'000
ARET T ARETIT
Earnings Z%
Earnings for the purposes of basic FAEREAREERFME 2 & F)
and diluted earnings per share 73,706 65,934
Number of shares BOEE
Weighted average number of MEREARBIME 2
ordinary shares for the purpose LA N &L
of basic earnings per share 2,898,086,091 2,898,086,091
Effect of dilutive potential BB ey 2 Lake
ordinary shares:
Issuable under the Company's  RIEAA B HEARHERT &8I A] T 31T
share option scheme 1,134,950 -
Weighted average number of REREERFIMEZ
ordinary shares for the purpose LA N &L
of diluted earnings per share 2,899,221,041 2,898,086,091

For the year ended 31st December, 2009, the calculation
of diluted earnings per share did not take into account the
exercise of the share option of the Company because the
exercise price of the Company’s share options was higher
than the average market price of the Company's shares for
the year of 2009.

HE_TTENF+ZA=1+—HILHF
Jg BRARR Z2EBRETEESNA
RABROR=ZZTZNFZ2FHME &
STEEREERTSI A AR AR
HX%ZTT@E

1 1 8 CAPINFO COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M R

For the year ended 31 December, 2010 #Z2 _—E—ZFEF+_A=+—HItFZE

14. PROPERTY, PLANT AND EQUIPMENT 14. 3% - BERRE

Office
equipment, Leasehold
Computer ~ Network  fumiture Motor ~ landand  Leasehold Construction
equipment  equipment andfixtures  vehicles  building improvements in progress Total
HOERE HELH

EERE  BRRE  GHREE - LEF HENELE  HRIR aE

RMB000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000

ARETT  ARETL ARETR ARETT ARETL ARETn ARETR ARETR
Cost HAE
At 1st January, 2009 NCEENE-A-H 125798 460,756 8,135 589 75,690 20,301 12400 703,689
Additions HE 11,187 h4.013 648 170 - 232 2,986 71,326
Transfer to investment ERERENE
property - - - - (75690 - - (75690
Eliminated on disposals e {5100 (10,039 (53) - - - - (14602
Arising from disposal REEHBAREE
of subsidiaries 1,120 (40) (1131) (327) - (872) - (3,490)
At 31st December, 2009 REEENETZA=T-H 131355 504,690 7599 i3 - nm 15,386 681,233
Additions HE 9,062 14,170 185 - - 47 - 23893
Transfer g\ - 8760 - - - - (8,760) -
Eiminated on disposals HERHE a7 3% (464) - - - - (4,99)
Arising from disposal REEHBARES
of subsidiaries (696) - (110) (258) - - - (1,064)
At 315t December, 2010 W-E-FEtZA=1-H 137514 525295 7210 174 - oM 6626 699,066
Depreciation il
At 1st January, 2009 NEEENE-A-H 117006 325,514 4,962 kI 640 13,203 - 461759
Provided for the year TEEHR 13640 68677 1221 U 1262 161 -
Transfer to investment ERERENE
property - - - - 1,902 - - (1,902)
Fliminated on disposals e (442 999) (53) - - - - (1444
Arising from disposal REENBAREE
of subsidiaries (906) (39) (966) (294) - 872) - (3,073)
At 315t December, 2009 MEENETZA=T-8 15098 384,270 5,164 14 -4 - BB
Provided for the year TEEHR 8177 67880 832 5 - 851 - 77598
Eliminated on disposals HER 2189 (2.007) (394) - - - - (4,680)
Arising from disposal RUENBATEE
of subsidiaries (62) - (83) (129 - - - (27)
At 31t December, 2010 W-2-3E+ZA=1-8 131224 450,083 5519 4] - 13w - 599982
Canrying values REE
At 31t December, 2010 W=8-BE+ZA=1-A 6290 7542 1691 131 - 9,104 6626 99,084
At 31st December, 2009 REEENETZA=T-H 6,057 120420 2435 318 - 9,279 15,386 153895
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For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

14.

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

The above items of property, plant and equipment, other
than construction in progress, are depreciated over their
estimated useful lives and after taking into account their
estimated residual values, using the straight-line method,
at the following rates per annum:

Computer equipment 33'",%

Network equipment 20% or over the remaining period of
the relevant contract work,
whichever is shorter

Office equipment, furniture ~ 20%

and fixtures

Motor vehicles 20%
Leasehold land and building 5%
Over the period of the respective leases

Leasehold improvements

15. INVESTMENT PROPERTY

14. Y% - BERRE(E)

Ltz - BB MR E(ER T2
ZWEDRAMGHERER  X2E
HGFRREE  AERERTIIER

EEHY -

BB 33'%
B 20%FZEHAH T
RS BEE

WRERE  BARKE 20%

e 20%
RELHRET 5%
HENFEE &EBRASH

15. REWHE

RMB’'000
AREFT
COST BAE
At 1st January, 2009 RZEENF—A—H -
Transfer from property, EREYE  BE LR
plant and equipment 73,788
At 31st December, 2009 RZEZTNF+-_RA=+—H
and 31st December, 2010 k—Z—ZFF+-_A=+—H 73,788
DEPRECIATION e
At 1st January, 2009 RZZZNF—H—H -
Provided for the year REERHR 2,523
At 31st December, 2009 RZEZNF+-_A=+—H 2,523
Provided for the year REERHR 3,775
At 31st December, 2010 R-E—ZHF+-HA=+—H 6,298
CARRYING AMOUNT BRMEE
At 31st December, 2010 R-ZE—ZF+-H=+—H 67,490
At 31st December, 2009 RZZEENF+-A=+—H 71,265
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sre BRI

For the year ended 31 December, 2010 E#Z—=F

15.

16.

INVESTMENT PROPERTY (CONTINUED)

The investment property is situated in the PRC under
medium-term lease and leased out for rental.

The fair value of the Group’s investment property at
31st December, 2010 was RMB123,000,000 (2009:
RMB119,000,000). The fair value has been arrived at based
on a valuation carried out by DTZ Company, independent
valuers not connected with the Group. The valuation was
determined by reference to recent market prices for similar
properties in the same locations and conditions.

The above investment property is depreciated on a straight-
line basis at 5% rate per annum.

At 31st December, 2010, the title certificate of the property
has not been issued to the Group.

—ZEFEF+-A=1—HIUFE

15. REWZE (&)

BREWEUNTE  SPHEANYE S
HEAYEE S

AEEREMER_T—ZFF+_A=
T—HR2ZRAFERARE123,000,0005T
(ZZZTAF : AR¥119,000,0007T) °
AFEDHRIBERNEEMEEE B
Wﬁﬁfﬁjﬁ*ﬁﬁ;@ﬁ%¥gﬁﬁﬁﬁﬁﬂ
FrgEfT 2 (HETE - ZEGEETIZEA
HME&#RUH SYEZRITMEE

F o

FRREME 2 T EABRETF5%AT

R-ZF-FTHEF+-_A=+—80 " &ZBWXE
ZERERARBETAEE -

INTANGIBLE ASSET 6. BELEE
Ticketing agency right
RIERIERE
RMB'000
Nz S
COST RAE
Additions and at RERR-—ZE—ZEF+=-HA=+—H
31st December, 2010 11,000
AMORTISATION iy
Provided for the year and REEFARENZE—ZFT+_A=1T—0H
at 31st December, 2010 550
CARRYING AMOUNT BREE
At 31st December, 2010 R=—Z2—-ZEF+=-A=+—H 10,450
At 31st December, 2009 RZZEZENF+-_A=1+—H -

The ticketing agency right was acquired from a non-
controlling interest shareholder of a subsidiary in the year,
which appointed the subsidiary as an agent to sell daily
entrance tickets and admission tickets for events of the
National Stadium for a term of 10 years commencing from
1st May 2010. The asset is amortised on a straight-line
basis over the useful lives of 10 years.

ERREEINFRNE —HMBRFZ
FEBRBRERBA  ZEZEHBLARR

EREESHEHEHBLEMEREWE
e a-T—SFRA—HEAR

it - BERAERFHTFANRE
ROEHRSS

121




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 #Z2 _—E—ZEF+_A=+—HILFZE

17. INTERESTS IN ASSOCIATES 17. &N TIER
2010 2009
—2-2F —TTHF
RMB'000 RMB'000

ARBTT ARETT

Cost of unlisted investment REEE N E 2 FE EMIRERKAR

in associates 29,021 33,071
Less: Unrealised profit eliminated  J&, : B MSEAZ R EF (2,014) (2,014)

27,007 31,057

Share of capital reserve DEBERGEE 5,216 5,216
Share of post-acquisition loss, DEREEEER(TEEEREE)

net of dividends received (4,785) (14,186)

27438 22,087
Details of the Group's associates, which are private limited RIEBRR RPN REEZAE
companies established and operating in the PRC, at the e NE(BREARAR) BN
end of reporting period are as follows: N
Proportion of voting
Name of associate power held by the Group Principal activities
BE AT ER FEEBEZRERELH FTEEK
2010 2009
—E-EF —ETNE

Beijing Certificate of Authority 45.98% 4771% Provision of services

Center Co., Ltd. (note (a)) related to digital certificates
I RETAEREHLERAR (Bt=E(a)) RUEBEEHEERS
Dongguan Longxin Digital 41.96% - E-Commerce application

Technology Co., Ltd. (note 7) and network developments
REMREEHGREER AR (7)) BB ERRET RABMKFRE
Beijing Credit Management - 22.32% Provision of credit rating and reporting

Bureau Co., Ltd. (note (b)) and risk assessment related
IR EREEBRAR (B=E(b)) information and consultancy services

REEETREEER

R\ RHEERE B KR RS
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For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

17. INTERESTS IN ASSOCIATES (CONTINUED)

Proportion of voting

17. BBE QTR (E)

Name of associate power held by the Group Principal activities
BEQNTER FEERBZRE-ELA TEEK
2010 2009
—g-%F  —TINF
Beijing Community Service - 25% Provision of information
Co., Ltd. (note (c)) and consultancy services
ERTHEREERAF (HteE(c)) REESLERRE
Ziguang Information Industry 23% 23% Manufacture and sale of smart
Investment Co., Ltd. IC cards and provision of related
EHEERERHERDF system integration services
SLEMHE SRR
B FREMIRE
Chuangan Digital Technology 20% 20% Provision of security
Co., Ltd. information application services
IR EEAIREBER AR AT and related businesses
R 2 ESRARE RAEBER
Chongging Hongxin Hanyu Internet 35.44% 35.44% Network game software

Co., Ltd.
BERERTRGRITERAT

development and related
businesses

BRERRHRERERES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December, 2010 #Z —F

17.

TR R B &t

INTERESTS IN ASSOCIATES (CONTINUED)

Notes:

(a)

(c)

On 8th December, 2010, Beijing Certificate of Authority Center
Company Limited introduced some new shareholders, in which
the interest of the Company was diluted from 47.71% to 45.98%
resulting a loss RMB89,000 recognised in profit or loss.

On 14th December, 2010, the Company has entered into an
equity transfer agreement with a fellow subsidiary of the
Group to dispose of its interest in Beijing Credit Management
Bureau Co., Ltd. at a cash consideration of approximately
RMB2,093,000 resulting a loss on the disposal of RMB21,000.
The cash consideration has settled after the year ended 31st
December, 2010.

On 12th June, 2010, the Company has entered into an equity
transfer agreement with an independent third party to dispose
of its interest in Beijing Community Service Company Limited
at a cash consideration of RMB332,000. A gain of RMB66,000
was resulted.

On 30th July, 2009, the Company entered into an equity transfer
agreement with an independent third party to dispose of its
equity interest in an associate, Touch Beijing IT Development
Co., Ltd. for a cash consideration of RMB16,000,000. The
associate is engaged in provision of information application
services and related businesses. The original investment cost
of this associate was RMB 16,000,000, after share loss of this
associate amounted to RMB14,858,000 and impairment loss
amounted to RMB1,142,000, the carrying amount was nil and a
gain of RMB16,000,000 was resulted.

—ZEFEF+-A=1—HIUFE

17.

B R ()

"
=
i

RZZE—ZTHE+ZANA - ERHFIAE

REPLAERAFMEHERE - @K Q
AT R4771% 3 8 £45.98% © &
ERBEER 2 B ARS9,0007T ©

RZZE—TF+-A+NA - AARESE
lz BIEESIEMNGHNS C3

RS RELHARE2,093,0007THE
E%ﬁa%%%ﬁﬁ@@ﬂz%é~ﬁ%
EEEIBARK21,0007T - MERERE
E-T-THE+-_A=t+—AILEERE
fif e

RZE-—ZTFRA+TZR - ARAIE—-F
B E=FRI M REE RS UEREeR
B AR #332,0007T H & HA L mmtt &
RFBARARZ RS - HEELERFEAR
#66,0007T °

RZTZAFELA=1TAH ARAIE—F
B E=FR M REEEGE - UEeR
B ARY16,000,000THEERIE R ER
BRELRMERARDR(RAR ZHE
Nz o BERRREREEEER
BRTS R ABREZETS o LLEE AR 2 R ERKA
B A5 AR %16,000,0007T © F1% 5 & LB
N A2 BB AR 14,858,0007T MR E
BB ARE1,142,0007T - EATREER
lrz5 AR #16,000,0007T ©
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For the year ended 31 December, 2010 2 _—E—ZF+_A=+—HILFZE

17.

INTERESTS IN ASSOCIATES (CONTINUED)

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

17.

B R ()

AR BB A 2 A B B R

T

2010 2009

—g-%F  —TINF

RMB’000 RMB'000

AR%T R ARBTT

Total assets BEMAE 129,268 99,715

Total liabilities BEET (73,416) (50,072)

Net assets BEEFE 55,852 49,643
Group's share of net assets REEDSBERRIEEFE

of associates 27438 22,087

Turnover EER 138,057 92,230

Profit (loss) for the year FREN(EE) 11,411 (5,223)
Group's share of profits of FAREE D SR ADET

associates for the year 6,103 865
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R M A

For the year ended 31 December, 2010 #Z2 _—E—ZEF+_A=+—HILFZE

17. INTERESTS IN ASSOCIATES (CONTINUED) 17 Bf& A F)#= (&)

The Group has not recognition of its share of loss of certain REBERIEEXNEBRETRL IR
associates after the cost of investment decreased to nil. The HEEHZETHEQAAEE KNFER
amount of unrecognised share of loss of these associates, B2 KR, HZEBE AR50
extracted from the relevant management accounts of BltE AR EBAERERB )T ¢
the associates, both for the year and cumulatively, is as
follows:
2010 2009
—E-ZF “ETNF
RMB’000 RMB'000

AR®TT ARBTTT

Unrecognised share of loss FARERZD SHE ATEE
of associates for the year (173) (3,201)

Transfer out unrecognized share of & —fEE & A B EBURER
loss resulting from disposal ZohEBBEZET
of an associate - 5,859

Accumulated unrecognised share of Z&tAMER 2D G2 A REIE
loss of associates (1,638) (1,465)

18. AVAILABLE-FOR-SALE INVESTMENTS 18. AItHEZRE

2010 2009
—g-%5 —ETNF
RMB’000 RMB'000

AR®BTT ARBTTT

Unlisted equity investments, at cost JE_ETIRARE - IR ANERT 1,000 1,350

The unlisted investment represents investment in unlisted FLEMEEENREBEREZRFSEMAL
equity security issued by private entity incorporated in the ZHEEBBITZIELTRAZLREL
British Virgin Islands. The investment is measured at cost B o BN MEBPRUKAGZ -
at the end of the reporting period because the range of AEAGEBEAFE HEHEBRAREZ -
reasonable fair value estimate is so significant that the BEARAEERABE A FE EAE
directors of the Company are of the opinion that the fair HoFtE ©

values cannot be measured reliably.
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For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

18. AVAILABLE-FOR-SALE INVESTMENTS 18. AIMtHEZRE (&)
(CONTINUED)

Details of the investments at the end of the reporting REREBR 2 IREFFBOT -
period are as follows:

Place of Proportion of nominal
incorporation/ value of registered/share
Name of investee establishment capital held by the Group Principal activities
AEEBEZER/
FREAREMH TR, R 2 RAAEZEDHL TEEK
2010 2009
—E-Ef “ETNE
Guangdong UCAP PRC - 5% Development of computer
Technologies Ltd. A (note (a)) software, computer system
BRHALEHESRE (M=H(a)) integration and technical
BRAE consultancy
EREHE  EREGER
P& EL
Astoria Innovations Ltd. British Virgin Islands 5% 5% Provision of labour force
BERBERAF REREUHE digitalisation market service
and related businesses
RELE N YL TIHRE
RIBBES

Note: BiaE -

(@) In the current year, the Group disposed of the unlisted equity (@ FRN AFBEHEERERALEREE
interest in Guangdong UCAP Technologies Ltd. with carrying BB R AR 2 RHEE A K%350,0007T
amount of RMB350,000, which had been carried at cost EEmBRAER  ZRAERN L SR
less impairment before the disposal. A gain on disposal of TR AR EBE AR - B Ela AR
RMB573,000 has been recognised in profit or loss for the 573,0007CIAF A 2 182 NTER ©

current year.
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For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

19. DEFERRED TAXATION 19. EEFIE
The following are the major deferred tax assets recognised THAECHEREANELEHBEEERER
and movements thereon during the current year and prior REERBAEFENE
year:
Accrued expense
b
RMB'000
AREF T
At 1st January, 2009 RZFEThF—H—H 1,537
Effect of change in tax rate HExEg o v (512)
Credit to profit or loss for FRFFTABR
the year 281
At 31st December, 2009 R-ZZNF+_A=+—8 1,306
Credit to profit or loss for FANETABR
the year 2,814
At 31st December, 2010 R=Z—Z2F+-A=+—H 4,120
At the end of reporting period, the subsidiaries have &R - KB A RIA ARG BIEE
unused tax losses of approximately RMB1,395,000 (2009: BHAREN,395,000L( ZZEZNEF : A
RMB617,000) available for offset against future profits. E#6170007T) Al 1EHE S AR 2 m F © 6
No deferred tax asset has been recognised due to the PR @ F AT TER - SR A ERIELE
unpredictability of future profit streams. HIBEE -
Tax losses unrecognised for deferred income tax assets RT3 FE B B 2 R EREE WA BIE
that will expire in: BEZMIBBER
2010 2009
—E-ZF —EThF
RMB’000 RMB’'000

AR®TR ARET T

2012 —E——F 58 -
2013 T4 360 58
2014 —E—F 199 360
2015 —T—AF 778 199
Total 4as 1,395 617
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20. INVENTORIES 20. F&
The inventories comprise of consumables at the end of the FREFEBRREREZER -
year.
21. TRADE AND OTHER RECEIVABLES 21. ES R EMERRE
2010 2009
—E-ZF —ETNF
RMB’000 RMB'000
ARMT T ARETF T
Total trade receivables B SN IRBRE 75,682 52,097
Less: Allowance for doubtful W REREHE
debts (9,376) (11,763)
66,306 40,334
Less: Non-current portion B RIERBEEBRTZ
which shown in IEmENER Y (FI5E)
non-current assets (note) (3,642) (5,794)
62,664 34,540
Other receivables, deposits EAERGRIE - Ee RIERTK
and prepayments 32,685 19,865
Less: Allowance for doubtful W REREHE
debts (593) (1,207)
32,092 18,658
Trade and other receivables RrBEEBRRZES R
shown in current assets E b eI GRIE 94,756 53,198
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For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

21. TRADE AND OTHER RECEIVABLES
(CONTINUED)

The Group allows an average credit period of 180 days
to its trade customers. The following is an analysis of
trade receivables by age at the end of the year, which
presented based on invoice date and net of allowance
for doubtful debts:

21.

B5 RAEMEBYRE(E)

AEBREE S EPREMHI180A ZFHE
B - LT ARERIREERE N 2B
BHHRBADN - THRIEETE B H LR

REREZS -
2010 2009
—E2-2F —EENF
RMB’000 RMB'000

AR®T ARET T

0 to 60 days 0£60H 22,131 29,953
61 to 90 days 61£290H 16,649 336
91 to 180 days 91£180H 18,931 213
Over 180 days #BiB180H 8,595 9,832
66,306 40,334
Less: Non-current portion B DERIEREBEEZ
classified as non-current emEhEsD (MIEE)
assets (note) (3,642) (5,794)
62,664 34,540

Note: Included in the balance of trade receivables at 31st December,
2010 was a trade receivable with the original balance of
approximately RMB10,879,000 which will be settled by five
equal annual installments from 1st July, 2009 to 1st July, 2013
in accordance with the terms of payment of the contract with
a customer. As at 31st December, 2010, the remaining balance
of that trade receivable is approximately RMB6,250,000 (2009:
RMB7881,000), with current portion of RMB2,608,000 (2009:
RMB2,087000) and non-current portion of RMB3,642,000
(2009: RMB5,794,000). The effective interest rate applied on
this receivable is 3.33% per annum.

BfRE - =

—ZEF+-_A=+—AZEKES
ﬁ%@%ﬂqﬁafggnitﬂ =Fc
—=FtA—RAREE-REFZ
RGERRED AFSFEEMR
Fiuﬁz%’% 1@7AEM10879000

I

N’ ]]b ‘H DH— ‘H

P IEZ*@%Z’]?%/\E"%ZG 250,0007C( —
TTNhE - ARM7881,0000T) © HAF 7
5 B A R %2,608,0000( —FE A,
F: AR#2,0870007T) - ERBHD A
ARM3,642,000L( =TT NF : ARWE
5,794,0007T ) © i FA 7 52 FE WK IE 2 B B
FIEABFF3.33% °
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21. TRADE AND OTHER RECEIVABLES 21. EZRHEMEBWRRIE(E)

(CONTINUED)
Movement in the allowance for the doubtful debts: REREHE 2 #E) -
2010 2009
—E-EF —EENF
RMB’000 RMB'000
ARET T AREF T
Balance at beginning of the year F#l48 12,970 9,947
Impairment losses recognised ~ RAFERNIER 2 FIEK 1B
during the year - 3,023
Reversal during the year RE A REEE (3,001) -
Balance at end of the year FRER 9,969 12,970

The overdue balances were approximately RMB2,345,000
aged over 180 days as at 31st December, 2010 (2009:
RMB1,951,000 aged over 180 days) for which the Group
has not provided as there has not been a significant change
in credit quality and the amounts are still considered
recoverable. The Group does not hold any collateral over
these balances.

In determining the recoverability of a trade receivable, the
Group considers any change in the credit quality of the trade
receivable from the date credit was initially granted up to
the reporting date. The directors believe that there is no
further credit provision required in excess of the allowance
for doubtful debts. The credit quality of the trade receivable
that is neither past due nor impaired is good.

Included in the allowance for doubtful debts are individually
impaired trade receivables which aged over one year
with an aggregate balance of RMB9,279,000 (2009:
RMB11,763,000).

AEBTEA-T—TF+_F=+
— Bz 8 B 4 0 4 A R #52,345,0007T
(BRIREBIB180R) (ZZEZTNF + AR
1,951,000 C(BRERHR3B180H ) ) #EfE -
AEEEEWEEREE - ZHENK
RAIWE - REBWERZEEHKT
BEAEAR o

RETEE 5 BWIA 2 Al W EEER - A
SEEZRESRKRFEAARERER
EREERAHZEFNEELEZ -
E=ZRA BREBHEIN - BAED
HEERE - REHIRREZEBE
HORBAEEEER -

FEBETREEANCREREKE S
HE(EREBB—F) AHEAR
#9,279,000L( —E T N F: AR
11,763,0007T) °
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22.

23.

AMOUNTS DUE FROM CUSTOMERS 22. BIREHNIREFRE
FOR CONTRACT WORKS
2010 2009
—E-EF —ETNF
RMB’000 RMB'000
ARMT T AREFIT
Contract costs incurred to date (25 EEZ A KK 202,940 223,489
Recognised profits less KHER R A RS HERIEE
recognised losses 105,056 118,323
307,996 341,812
Less: Progress billings B REE R (186,001) (234,037)
Customer deposits for EPEHTIEER
contract works (89,090) (75,933)
Amounts due from customers JERA X TREFZIE
for contract works 32,905 31,842
LOANS RECEIVABLE 23. EWER

During 2009, the Company entered into a loan agreement
with FBIR £ R1TIH BBR A 7] (China Minsheng Banking
Co., Ltd.) ("Minsheng Bank") and b398 TR AR
EEAF] (Beijing Automotive Industry Holding Co., Ltd.)
("BAIHC"). Pursuant to the agreement, the Company
lent a short term loan of RMB100 million to BAIHC via
Minsheng Bank, which would be repayable in one lump
sum on 24th September, 2010. The loan was secured by
dividend, if any that would be declared for the year ended
31st December, 2009 by R /REFEFR AR (Beijing
Automobile Investment Co., Ltd.) (“"BAIC") to BAIHC. The
loan interest was charged at 85% of the prevailing one-
year bank lending rate set by the People’s Bank of China
from time to time. The effective interest rate of the loan
was 4.3% per annum. The interest payment was settled
quarterly. BAIHC is an enterprise owned by the PRC
government and BAIC is a subsidiary of BAIHC. The loan
was fully settled during the current year.

R-ZZFTNE  ARREPBERLERT
R ERAR(TRERTT ) RIERAE
IEERAEREEAR(NIERIAEDE

N ER G - RBEZ W - ARAEB
RARTALERAEEHERERAR

#100,000,0007C - BEAERER T —
EEAAZFTEOB—RMHEE - EHE
R R REREFRARA(IERA
BEREDBALIRABEERZBEEZT
THE+-AZ+—BIEFEZRE (N
BMEER - ERFETRFRBRARRIT
FEREZEIT—FHETERERY
85%WEY - MZERZERFNEAEF
43%  WKRFEEE - bR FHE Ty
BERF#HEZCE MR AERER
ARATEZHBRR - ZERERAFE
[ERRBEE -
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24.

25.

BANK BALANCES AND CASH/BANK
DEPOSITS

Bank balances and cash

Bank balances carry interest at a market rate of 0.36%
(2009: 0.36%) per annum.

Bank deposits
Bank deposits carry fixed interest rates which range

from 1.71% 10 1.98% (2009: 1.71% to 1.98%) per annum
with maturity periods within three to six months.

TRADE AND OTHER PAYABLES

24. ROBHEERAE BITER

RiTAEFEREE

RITREUTNEHEEF036% (ZFF

NEF : 0.36%)FHE °
RITIFFH
RITFRZEBH K

1.98% (ZZEZNF :
R=FENMEAREIE -

25. EZ R HMENFIE

FHFITN%E
%Z1.98%) °

2010 2009
—E-=F —EThF
RMB’000 RMB’'000
ARET T ARBTFT
Trade payables FERNE SFIE 32,668 24,268
Government grants not RIERBWAZ BT
recognised as income 5,920 10,768
Other payables and accrued HAb eI Foa R iaiR
expenses 75,379 131,236
Advance from customers of RARFZER
goods and tickets sales EBHERNK 3,185 1,471
117,152 167743

The following is an aged analysis of trade payables at the
end of the reporting period, which presented based on the
invoice date:

T REMNESHRER RS R ZREK
oI IIRBERAH25

2010 2009

—E-=F —EThEF

RMB’000 RMB’'000

Age BRI ARET T ARBETIT
0 to 60 days 0£60H 16,568 14,389
61 to 90 days 61£290H 856 8
91 to 180 days 91£180H 1,682 2,187
Over 180 days H#iE180H 13,562 7684
32,668 24,268

C 133




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

26. OTHER LOAN 26. HE
2010 2009
—B-BF  _TTHF
RMB’000 RMB'000

AR®TR ARETTT

Carrying amount repayable BREREEILHIN
on demand and shown under  REIBE T ZRMEE
current liabilities 6,360 8,180

The loan was granted by the Finance Bureau of Beijing, HE-_T—ZF+-A=+—H JJ:¢
denominated in Renminbi, unsecured and bears interest - BEERDIRATHBRBEL
at an interest rate is 2.85% (2009: 2.55%) per annum AR E - EEH &HZEWIZ 85%
for the year ended 31st December, 2010 and repayable (Z2ENF 1 255%)5T 8 WEKREL
on demand. B -
27. SHARE CAPITAL 27. BRA
Number of shares
BB EE
Registered,
Domestic issued and
shares H shares fully paid
EERIR
RER HE ERTREE
RMB'000
ARETTT
Balance of share capital of ~ RZZEZNF—HA—H -
RMBO.10 each —ETNFE+ZA=+—HBkK
at 1st January, 2009, “E2-ZF+-A=t—H
31st December, 2009 and FREEBEARK0.107T
31st December, 2010 BR7R 2 8k 2,123,588,091 774,498,000 289,809
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N

For the year

28. SHARE OPTIONS

(a)

Pre-IPO share option plan

Pursuant to a pre-IPO share option plan adopted by
the Company at an extraordinary general meeting
held on 6th December, 2001, the Company, on the
same day, granted options to subscribe for H Shares
in the Company with a payment of RMB1 upon each
grant of options and with an exercise price of HK$0.48
per H Share. Options granted are exercisable within
a period of ten years from 6th December, 2001, the
date of grant, subject to the terms and conditions of
the plan, the relevant PRC laws and regulations and
any conditions of the grant as stipulated by the board
of directors.

Details of the pre-IPO share options held by the
directors, other key management and other parties
and movements in such holdings during the year are
as follows:

28. B RE

(a)

B AR NFHERAIB A T &)

BEARTR_ZEZT—FF+ AN
BRI BERREASEXRMN
BRXAFRABRATERESS - K
RNEREBE T A R1TEE RN
f%0.488 LR BB A A BIHR 2 B A
B BARTEREZMNFIBAR
BT o TIXBEREER AT El 2
SR R it ~ MBEEP BUEAR AR
AN E B EFRTE] N 2 R T 6
BE aR/REZB(ZEE—F+
Z AR BT FEHBITE -

EF  HEBEEARREMA
PN B G T ST
B REB 2 HENT

Outstanding Reclassified Lapsed Outstanding Reclassified Lapsed Outstanding
at during during at during during at
1.1.2009 the year the year  31.12.2009 the year the year  31.12.2010
“EENE “EENE 2-%F
-A-H RER T=A=t+-A RER TZA=t-A
AR EHOR RERAR  ERORE ENOER RERXN  HAGE

(Note i) (Note (i)

G ()
Directors gz 5,094,850 (1,308,200) - 3,786,650 - - 3,786,650
Supervisors Bz 1,244,650 - - 1244650 522,040 - 1,766,690
Senior management EREEAS 5,313,400 - - 5313400 - - 5313400
Senior advisors ARER 3929250 1,308,200 - 5237450 - - 5237450
Advisors B 2,063,050 - - 2,063,050 - - 2,063,050
Other employees EhlES 16,804,790 - (1,250,230) 15,554,560 (522,040) 15,032,520
34,449,990 - (1,250,230) 33,199,760 - - 33,199,760

The options outstanding at the end of the year
have a remaining contractual life of 1 years (2009: 2
years). None of the pre-IPO share options has been

exercised during the year.

PR W R 1T 2 B8 A 2 L #
BRFRR—F(ZZEZTNF W
F) - BEBERDRBABRE
WA REITIE ©
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28. SHARE OPTIONS (CONTINUED)

(a)

(b)

Pre-IPO share option plan (continued)

Notes:

(i) Ms. Zhang Yan resigned as the director in 2009. The
share options which she holds were reclassified from
the category of directors to senior advisors.

(ii) Ms. Xu Xiangyan was appointed as one of the supervisors.
The share options which she holds were reclassified
from the category of other employees to supervisors.

Share option scheme

Pursuant to a share option scheme approved by a
resolution of the shareholders of the Company dated
6th December, 2001 (the “Scheme”), the Company
may grant options to the directors or employees of
the Company or its subsidiaries, for the recognition
of their contributions to the Group, to subscribe for H
Shares in the Company with a payment of RMB1 upon
each grant of options offered and the options granted
must be taken up within 14 trading days from the
date of grant. The exercise price of the share option
will be determined at the higher of the average of
closing prices of H Shares on the Stock Exchange on
the five trading days immediately preceding the date
of grant of the option; the closing price of H Shares
on the Stock Exchange on the date of grant; and the
nominal value of H Shares.

The share options are exercisable at any time during
a period of not more than 10 years from the date
of grant, subject to the terms and conditions of the
Scheme, the relevant PRC laws and regulations and
any conditions of grant as may be stipulated by the
board of directors.

28. REARAE (&)

(@)

(b)

BRI ET IR EE & ()
MEE

(M REZEIR-_ZThFEEZEFER
B WA BRERERARE
MoBRASRERER -

(2 FRARLIEZERESEZ—H
FAZBREREIEBERIEN
DIREEEER -

BAER S

BRERARBBRRNR_-_ZZ—F+—
ANBREBRZERMIL A Z BRE
AE([&&ETE)) - ARFAIAAR
ASEMBARCEEHEERT
A RBARBHB 2 B - DASE
EREFUAEEZER - BRER
BRESAINARBIT XA
RF L B BE14ER S B R
o R ZITEESEERR D
BB B B 2 BT LA B AHRRY
Bz FHKHE KA 8H
P PR Bt 22 P 2 W (B ¢ R HRR 2 T
E-EZBSEETE °

BB R P R IB IR H H HIRERT0
F I RRIRZT 8 2 R
&t ~ MR BDERMREARLE
EQRRERI L 2R T IRMFTT
f&
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28. SHARE OPTIONS (CONTINUED)

(b)

Share option scheme (continued)

The maximum number of shares in respect of
which options may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the Scheme and any other schemes shall
not exceed 30% of the number of H Shares of the
Company inissue from time to time. The total number
of H shares which may be issued upon exercise of
all options to be granted under the Scheme and any
other schemes must not, in aggregate, exceed 10%
of the number of H Shares of the Company in issue as
at the date of approval of the Scheme unless further
shareholders' approval has been obtained pursuant
to the conditions set out in the Scheme. No person
shall be granted an option which, if all the options
granted to the person (including both exercised and
outstanding options) in any 12 months period up to
the date of grant are exercised in full, would result in
such person’s maximum entitlement exceeding 1%
of the number of issued H Shares of the Company.

The Company has granted 67,298,000 options under
the Scheme on 17th August, 2004 at RMB1 for each
grant of options and with an exercise price of HK$0.41
per H Share. Total consideration received during the
year ended 31st December, 2004 for taking up the
options granted amounted to RMB114. The share
options are fully vested on 17th August, 2004. Details
of these share options held by the directors, other
key management and other parties and movements
in such holdings during the years are as follows:

28. REARAE (&)

(b)

BRiE (&)

EARIEZ A B8 AT E a2
BOEFTEZA MARITERER
BEITEMY TEITZBEER=R
BEE  THREBAARARTRE
TTHRE RS 1D 8L B 230% » IR IR %
SR MEMERE 2B E
[ iEESTIE M Al T 81T 2 HIR IR (D
BECTSBIB AR B AR EZ TS
A8 ZEETHERER 210% @ KB
SEMRIEZATEFTE 2 K BITE
BIRERE - MR TE—ALER
W MR B HE AT 218 B
MEFHEZABERE(RERT
1 R W AR TTE 2 B AR AE ) a0 B &7
F - BLZBALTRZAHFEEAR
BRI EITHRRE B 1% A L - BIFE
M) EL 5 M B AR -

RZZEZWMFNA++EH » XAF
BIEZATE - BRI ER
AR B1UTE B4 $£67298,0001)
EAE - 1T E AT RHIR0.415
e REE-_ZTNF+_A=+
—HIEFE - pEHE R HERE
WE z BREAEAREN4TT - %
SHEEENR _ZETMENA++LR
ER2RT -E5  Hib X E2EE
ANBREAMATFTRZEBRER
FRNFEEFF 2 FFBEOT -

137




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

28. SHARE OPTIONS (CONTINUED)

(b)  Share option scheme (continued)

28. REARAE (&)

(b)

BRiE (&)

Outstanding Reclassified Lapsed Outstanding Reclassified Lapsed Outstanding
at during during at during during at
1.1.2009 the year the year  31.12.2009 the year the year  31.12.2010
ZEENE “EENE Z2-2%
-A-H RER TZA=t+-A RER tZR=t+-R
AR ENOE RERRR  EROE  ENAR RERXN  HAGE

(Note (i) (Note (i)

i) (M)
Directors EZ 5,864,000 (1,466,000) - 4398000 - - 42398,000
Supervisors Bz 1,466,000 - - 1,466,000 459,000 - 1,925,000
Senior management BREEAR 7241000 - - 741,000 - - 724,000
Senior advisors SHER 13,964,000 1,466,000 - 15,430,000 - - 15,430,000
Advisors Ef 1,925,000 - - 1,925,000 - - 1,925,000
Other employees EHlES 17008,000 - (16670000 15,341,000 (4590000  (459,000) 14,423,000
47468000 - (1,667000) 45,801,000 - (459,000) 45,342,000

Notes: MaE -

(i) Ms. Zhang Yan resigned as the director in 2009. The
share options which she holds were reclassified from

the category of directors to senior advisors.

(ii) Ms. Xu Xiangyan was appointed as one of the supervisors.

The share options which she holds were reclassified

from the category of other employees to supervisors.

The options outstanding at the end of the year have a
remaining contractual life of 4 years (2009: 5 years).

The financial impact of all the above share options
granted and vested before 1st January, 2005 is not
recorded in the consolidated statement of financial
position until such time as the options are exercised,
and no charge is recognised in the consolidated
statement of comprehensive income in respect of
the value of options granted in the year ended 31st

December, 2004.

(1) REZLTA-_ZZAFEEERR
B WA BRERERRRE
MR ReRBERER -

(2 FARLIERRERESZ -
BFAZEREREEEERIE
Mo BREEER -

RERARITEZBRERIBHA L
FHRANFE(ZZETNF : AF) -

—FEAF-A-BRARERE
BTz EXFit 2 P A BB R 2 B
BRETCHNER S MBI R H
& BEEEHEBREETERL
MABE-_ZTMF+-A=1+—
BILFERG zBREZBETRT
SRR E 2 EU R AR o
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29.

30.

RESERVES 29. f#1E
As stipulated by the relevant laws and regulations in the RIBFRBEEZEREROBRTE &4
PRC, the Company and its PRC subsidiaries are required to AIREFREKNERQRERNEETERE
set aside 10% of its profit after taxation as reported in their Frap & TE B AR EER 210% 8 A%
statutory financial statements for the statutory surplus ERES(AESEERBEEREEME
reserve (except where the reserve has reached 50% of KB0% & RN ©
the relevant entities’ registered capital).
According to their Articles of Association, statutory surplus RIBEARER  EAEAEEIAEN
reserve can be used to (i) make up prior year losses; (ii) MABATFE S QBRARAK(KE
convert into capital, provided such conversion is approved ERALCRERNKRERASER —TERE
by a resolution at a shareholders’ meeting and the balance RibE MEERBEE2EHRTE TR
of the statutory surplus reserve does not fall below 25% EERZEEEAMER25% ZKF) ;
of the entities’ registered capital; or (iii) expand production HOVEBEEE -
operation.
In accordance with the Company'’s Articles of Association, BERAQAFZARER  ERDERSE
the profit after taxation for the purpose of appropriation will ZBREEER  BEEABREINFHE
be deemed to be the lesser of the amounts determined TR AR B R (2) B R B 75 o 22 A
in accordance with (i) PRC accounting standards and LA RNE R LB 2 BN R 2R
regulations and (i) either International Financial Reporting FrEE 2 SRR EBE) -
Standards or overseas accounting standards of the place in
which the Company'’s shares are listed.
FINANCIAL INSTRUMENTS 30. I ITA
Categories of financial instruments BT AZIER
2010 2009
—E-ZF —EENF
RMB’000 RMB'000
ARET T AREF T
Financial assets ERMEE
Loan and receivables (including cash B3k & B FIE (B1EIRE
and cash equivalents) MERKRELIER) 692,925 665,463
Available-forsale financial assets AJ it} & & gh & & 1,000 1,350
Held for trading investment BIEEERE - 206
693,925 667019
Financial liabilities TRAE
Amortised cost [RE: 5[ 85,627 136,460
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BT E(E)

30. FINANCIAL INSTRUMENTS (CONTINUED) 30.

Financial risk management objectives and polices

The Group’s major financial instruments include bank
deposits, bank balances and cash, trade and other
receivables, loans receivable, held-fortrading investments,
amounts due from/to related parties, trade payables and
other loan. Details of the financial instruments are disclosed
in respective notes. The risks associated with these
financial instruments include market risk (interest rate
risk and other price risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner.

Interest rate risk management

The Group's fair value interest rate risk relates primarily
to its fixed rate bank deposits (see note 24). The Group’s
cash flow interest rate risk related primarily to its loans
receivable, bank balances and other loan (see notes 23, 24
and 26). The Group currently does not use any derivative
contracts to hedge its exposure to interest rate risk and the
management will consider hedging interest rate exposure
should the need arise.

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to variables interest rates for the Group’s
bank balance and other loan at the end of reporting period,
the analysis is prepared assuming the amount of asset
outstanding at the end of reporting period was outstanding
for the whole year. A 10 basis point increase or decrease
is used when reporting interest rate risk internally to key
management personnel and represents management's
assessment of the reasonably possible change in interest
rates.

At the end of reporting period, if interest rate had been
increased/decreased by 10 basis points and all other
variables were held constant, the Group’s profit would
increase/decrease by approximately RMB250,000 for the
year ended 31st December, 2010 (2009: RMB394,000).

MEREREIEZ BIEREE

AEEXTEMBETABRERITENR R
TREFRRE - B5 REMEKFUR -
FBUWER HEBERE  Bh &
NEETFIA  BNESZREREME
R ZEMBTAZHBERSAWE
BE - 2ESUBITANG ZRARBET
SRR (FXERFEEMERERR)  E
ERBRERBESRAR - BENFAIRE
ZERBZBREN T - EEEERE
MERZERR - ABREERRBEY
WEITEERENE °

NEREBER

AEBZ N FHENXRREEYMER
RITER(RIF24) - REEHR S
MENEEREERERIER - RTT
miE M EMEFAB(R M T3 24K
26) ° ANEEREWEEBEMITEEL
REREMERRE  MEEERRHBAR
SRR R E R o

BRES

TXZGEREDIMIRENHFEHRA
SERTEFREMERZFBNXE
RET - A MIEBERRHEHRKR
TEEBESENEREFERTITEME
T-BEREBEEABAMERAEE
REFE A S THRI0EER - KKE
BEEHNERAIER R F A

RIEER - RFIR EFA T ER10EE
2 MATE EMESERTE  AEBR
BE-—ZT-—TSF+-_A=+—HILtFEEY
SEFFE N, R 49 AR #250,0007T (=
ZZTNF - AREE394,0000T) ©
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30. FINANCIAL INSTRUMENTS (CONTINUED) 30. Bf# T A (&)

Financial risk management objectives and polices
(continued)

Credit risk

The Group's credit risk is primarily attributable to its trade
and other receivables, loans receivable, bank balances and
bank deposits. At the end of reporting period, the Group'’s
maximum exposure to credit risk which will cause a financial
loss to the Group due to failure to perform an obligation
by the counterparties is arising from the carrying amount
of the respective recognised financial assets stated in the
consolidated statement of financial position.

In order to minimise the credit risk, the management of the
Group has 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. In addition, the Group reviews the
recoverable amount of each individual debt at each end
of reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In respect of
the concentration of credit risk on loans receivable and
financial asset at FVTPL, the management has performed
evaluation on the return and quality of loan and investment
before entering into the loan and investment arrangement
and performed periodic recoverability of them. In this
regard, the directors of the Company consider that the
Group's credit risk is significantly reduced.

The Group has concentration of creditrisk ontrade receivable
as the Group's five largest trade receivables amounted
to RMBb54,559,000 (31.12.2009: RMB29,269,000), and
represented 82% (2009: 73%), of the total trade receivables
as at 31 December, 2010.

The Group exposed to concentration of credit risk on bank
balances and deposits which were deposited with several
banks only. However, the credit risk on liquid funds is
limited because the counterparties are various large state-
owned banks in the PRC.

MEREREREZ B IEREE(E)

FERR
rEBEZEERRIZRAREES R
H i YRR - ERE K ﬁﬁﬂmﬁ

RITFR - RBEHR - AREARS
?Tiﬁﬁﬂiﬁiﬁﬁéﬁﬁﬁ%l@IZEM%%TE

ZERKXNEERR  REVEZEETBEMR
WK R ZXQEEE REBMEEZKRE
'-

REREEERRE  AEEEEECZIK

—TI@f%Efé%‘JaT1ZfTEE§E EEEH
NHEMEERRF - ARRRIREREE
WEIBH RN 2B - pHh - RERE
HIR - AEEFHEERERNER AT
O © %8 - ARERBL A AU B € BRAT1E R
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RRFZE W& AR E S fﬂ?ﬁ/&ﬂ?
TEJ)\%E@ZirﬂﬁEZ EEEBRET
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WEMFHEXERRRENA B R
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ZEERBEXRERFE

AEBEERBRETARABERARKE

SFIBRIEE A HE AR %54,559,000
T(ZEENF+ZA=1+—H0: AR%
29,269,0007T) H=E—ZTF+=-A=
+—HZRWE ZFIARERES2% (—TF
FLE 1 73%) °

K%Z%EPEEJ—LKPKQEE%%%%
RITWRITHEERER - B RBE
EZEERBREAR lx%amm%q:
BZRAZBEAIRT °
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30. FINANCIAL INSTRUMENTS (CONTINUED) 30. Bf# T A (&)

Financial risk management objectives and polices
(continued)

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 following table details the Group’s remaining contractual
maturity for its financial liabilities. For non-derivative
financial liabilities, 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

MEREREREZ B IEREE(E)

RBETERE

REERDECRARTH AEEEE
RLREFEEERRBRAZEELER
BeBHB 2KF  UAARKEZEBR
HESMREREREZNBTE

TRALASESREBEE RSB O
HIB - SLIFOTESRABME - %KY
REEAKRERATIN2REBHFE
ZEBMABRFARERASREMBR - %
RIBBEMNBMAAZHERE -

to pay. The table includes both interest and principal cash

flows.
Liquidity tables REBESEK
On demand Total  Carrying
Effective or less than 13 3months undiscounted amount
interestrate 1 month months  to1year cashflows at31.122010
R=B-2%
REXS ABRE TA=1-H

EBAE  OMER  1Z3ER SEAEIE  REAR  ZREE
% RMBOOD ~ RMBOOD  RMB'OOD  RMBOOD  RMBO0O
% ARETT ARRTT ARMTT ARMTL ARETRL

At 3112.2010 RZE-ZE+ZA=1-A

Trade and other payables BAREMERTA = 25,939 2,784 50,437 79,160 79,160

Amount due to a related party ERBERZR - 107 - - 107 107

Other loans AhEH 285 6,541 - - 6,541 6,360
32,587 2,784 50437 85,808 85,627

At31.12.2009 RIBEAETZA=1-H

Trade and other payables BAREMENTE - 16,264 21519 91220 128005 128,005

Amount due to a related party EREERE - 275 - L 275 275

Other loans EHER 255 8389 - - 8389 8180

23928 21519 91222 136,669 136,460
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30.

31.

32.

FINANCIAL INSTRUMENTS (CONTINUED)
Fair value

The fair value of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices
or rates from observable current market transactions.

The directors consider that the carrying amounts of the
financial assets and financial liabilities recorded at amortised
cost in the consolidated financial statements approximate
their fair values.

The fair value measurements of held-for-trading investment
are derived from quoted prices in active market, which was
grouped into level 1 fair value measurement.

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 26, and equity
attributable to owners of the Group, comprising issued
share capital, reserves and retained profits.

OPERATING LEASES
The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

30.

31.

32.

BT A (&)
A

TRMEERERABZAFENAREA
BEREMERXINERREBERELSBAR
BREFMRBASRESNNTU—RIRBL
EBRAEE -

EERA SHAERSHARIERD
BT R AT AR AR HE © %
SEAERLATERE -

FIEEEREZ A TVEAENIRERT
GWmEEL  EMA—BRAVERE -

EXRERERE

AEBOMENERE S E RN E AN
PIAEEBYAIFELE  REEBE(L
B 7% R AR A B R AR R A D 5 -
RE BRI AL AR -

AEBENERNRBRIEEY AT B8R
KU 263 B 2 B R AR EHE AR
HEE(BEEETERA  MERRER
)

RERY
FEBIE AN
RO 5 SR - KR S R AT

HME B R TSI HIR 2 81 2 R R & KA
ENFORIE -

2010 2009
—E-ZF “EENF
RMB’000 RMB'000
ARET T ARBT T
Land and buildings T RIEF

Within one year —FA 9,666 7316

In the second to fifth year F_EFERF (BEERWMTE)
inclusive 3,946 6,474
13,612 13,790
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32. EEMHN(H)
A EEAETA ()

Bz FRKERET AMELAF(EE

32. OPERATING LEASES (CONTINUED)
The Group as lessee (continued)

Leases are negotiated, and rentals are fixed, for a term of

2 to 5 years. EE) °
The Group as lessor KEEERLHEA
At the end of the reporting period, the Group had contracted R|EHR  AEEE R T RRKE
with tenants for the following future minimum lease: MEMEPII AR -
2010 2009
—E-ZF “EENF
RMB’000 RMB’'000
AR¥T T AREF T
Within one year —FR 8,630 7291
In the second to fifth year F_EZFERFT (BIEEEMT)
inclusive 30,763 21,210
39,393 28,501
The property held has committed tenants for a term of 3 FismECEHEAPAEMER - HEA=
to 5 years. ERHF -
33. CAPITAL COMMITMENTS 33. EREIE
2010 2009
—E-FF —ETNEF
RMB’000 RMB'000
AR¥T T AREFT
Capital expenditure contracted B 5] #MERRER AT RE R
for but not provided in the BENBBUIEYE -
consolidated financial = KSR E AT
statements in respect of
acquisition of property,
plant and equipment 23,544 24,875
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34. RETIREMENT BENEFIT SCHEME

35.

The employees of the Group are members of a state-
managed retirement benefit scheme operated by the PRC
government. The Group is required to contribute a certain
percentage of its payroll to the retirement benefit scheme
to fund the benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make the
required contributions under the scheme.

The total expense recognised in the profit or loss of
RMB7185,000 (2009: RMB6,204,000) represents

contributions paid or payable under the retirement benefit
scheme.

RELATED PARTY DISCLOSURES

(i) Transactions with holding company and fellow

34. RIRBERIGHE

35.

AEEREASTEBRFEEZBRE
BRKENGETEIZKE - AEBALER
KEMFFEELHFEzETEDLH
FoUREBRENRERES - AEE5
RRRE A ET B R0 — RERRIER EIF
HARE 2B -

EERERNEFRY AR7185,0007T
—ETNF : ARG,204,0007T) AR

REFETEIE T2k fERT R -
FERNE

() BN EIREIZNTE A2

subsidiaries X5
Related party Nature of transactions Notes 2010 2009
BELA REME (s “3-%% = 3
RMB'000 RMB'000
ARETT ARBTTL
Holding company
ERAR
China United Network Communications Corporation Dedicated circuit leasing services paid (a) 13,322 12,3%
Limited (formery known as CNC Beijing Communication ~ ERERAERKER
Corporation] (“China Unicom”)
HERABERERNERAA Telephone related services paid (o) 494 793

(HRERLRBERNARAR) (EHR]) WETEERRHER

Fellow subsidiaries

FANEAT

Capnet Company Limited (*Capnet”)
IREE R R ERRALT
(poze=t5-)

Beijing IC Design Park Co., Ltd. (“BIDP")
IREHERF T EEREERA
([ErEmER])

AETENELMES

Beijing SMEs Credits Re-guarantee Co., Ltd.
R ERBRRARAA

Income received for providing the network (c
system and related maintenance services

REREZARABEERET A

Rental paid for office premises

Disposal of interest in an associate with
loss recognised in profit or loss

J 6,300 8,040
(d) 4,288 397
note 17(o) 21 -

H1700)

RERELAVELRE YRBAER
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35. RELATED PARTY DISCLOSURES
(CONTINUED)

(i)

Transactions with holding company and fellow
subsidiaries (continued)

Notes:

(a)

(b)

(c)

(d

In April 2001, the Group entered into an agreement with
IEEMEEAREES (CNC Beiing Communication
Business Bureau) (“BB-BTC"), a branch under CNC
Beijing Communication Corporation in  which BB-
BTC has agreed, inter alia, to lease to the Group local
dedicated circuits. The Company and BB-BTC entered
into a renewal agreement to extend the lease term to
31st December, 2012. Upon the completion of corporate
restructuring of China Unicom Limited and CNC Beijing
Communication Corporation in October 2008, the
name of holding company has changed to China United
Network Communications Corporation Limited.

China Unicom provided the Group with telephone and
other telephone related services in both years.

On 20th December, 2006, the Company and Capnet
entered into a comprehensive services agreement under
which the Company is to provide the network system
and the related maintenance service to Capnet for its
own use for a term of 3 years since 1st January, 2007. On
29th December, 2010, the Company and Capnet entered
into a renewal agreement to extend the term from 1st
January, 2010 to 31st December, 2012. The service
income is amounted to be RMB525,000 per month and
approximately RMB6,300,000 (2009: RMB8,040,000)
was recognised for the year.

On 31st March, 2009, the Company entered into a lease
agreement with BIDP pursuant to which the Company
leases from BIDP the office premises at an annual rent
of approximately RMB3,971,000 for the period from 1st
April, 2009 to 31st March, 2012. On 1st March, 2010,
a subsidiary of the Group entered into a new lease
agreement with BIDP to lease from BIDP an additional
office premise at an annual rental of approximately
RMB628,000 for the period from 1st March, 2010 to 28th
February, 2013.

35. BBELHKE(R)

(i)

sy NIV ACTE ] T
X5 (4E)

B -

(a)

(b)

(c)

(d

RZZZT—FMA AEEHEER
mEEAFEERBBB-BTC] &
Mt B EROHBERARET—
B4 ) 5T S ik - Btk - BB-BTC
REEFeE) ANEERAEAR
IERAEY - ANAREBB-BTCR L
BN BHASTCRE=Z—=
F+-—A=1+—H - FEBBERD
BRAREABILFBERDBR
NAENCEEAR—ZTZTN\E+ A
TRE  ERARNEEEARER
e BEBERNERAT -

WAFE R EFEPEBBRARE
R 5 S HLA B RE AR A AR

RZZEERE+_A=-1+8  &ARQ
AEIL R EEHEEIEI L —EH2ER
BE  ARRBREFE =TT+
F—-F—BRz=FHE @witx
BIEFEARERES G ARG &
REAREER RZT—TF+
—A-t+hB AREIEILLEEE
WRIFT N Bt - BiEFEHh
—E-EF—A—RERE=-Z—
ZH#+=ZA=t—H -SAZRH
WA B AR #525,0007T ¢ M4 R
84 AR 6,300,000 ( —TF
HF - AR8,040,0007T) B R A
FEMHR -

RIZETZAFE=ZA=+—08" &R
AL RENE R L E
Bt - AARB R REKRERE
ARA=EnE BPm-_ZTTA
FNMA-BREE-_ZE—-F=A8
=t+—HiE FHEHAARYE
3,971,000t c R=Z—FF=F—
A AEE—HNBARIRILRE
RRERFTIHEE RS - MitR&E
RERBARBEINIAEZYE - HE
H-_E—ZEF=-A—HEBE_T—
ZF_A-+NALL FHEHE
AR #628,0007T °

1 46 CAPINFO COMPANY LIMITED



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR ISR R B A

For the year ended 31 December, 2010 #Z2 _—E—ZF+_A=+—HILFE

35. RELATED PARTY DISCLOSURES
(CONTINUED)

(i)~ Transactions with associates

35.

20 ] O fnn?a/ Report

BAET % (&)

(i) HEERNAZX5

An associate Nature of transactions 2010 2009

NG RHUE “2-%% 3

RMB’000 RMB'000

ARET T YN S

Beijing Certificate of Authority Software development and 635 %7

Center Co., Ltd. providing related technical
FRETHERE services 1o the Group
POBRAT PHRERMARERYE
BRI

(1)~ Transactions with non-controlling shareholders

(iii)  EEHTE 2 AR R 2 KX 5

of subsidiaries
Non-controlling shareholders Nature of transactions 2010 2009
FERRR RHME “2-2% e ;3
RMB'000 RMB'000
ARBT ARETT
National Stadium Co., Ltd. Ticketing agency fees received 698 -
BXEEHERALAT YREBREE
Technical services fee received 2,000 -
W iR
Purchase of ticketing agency right 11,000 -
WESHRIER
Beijing National Aquatic. Ticketing agency fees received 1,359 -
Centre Co., Ltd. YREBREE
FRAREARLEREFAH Technical services fee received 2,000 -
WERITREE
Beijing Artists Management Ticketing agency fees received 409 -
Co., Lid. YREBREE
FEmENEREAAR Technical services fee received 82 -
W iR
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35. RELATED PARTY DISCLOSURES 3. BEFEEE)
(CONTINUED)
(iv) Amounts due from related parties and amount (iv) JEYEGE R B K e —5 B
due to a related party EFE
2010 2009
—E-ZF —ZETNF
RMB’000 RMB'000

ARET T ARETT

Amounts due from related FEUZEEE 5 7008 -

parties:
Trading in nature: RE5ME -
Fellow subsidiaries EESL)PNG] 2,624 9,545
Non-controlling L) EPNSIEI SR
shareholders of
a subsidiary 5,788 -
8,412 9,545
Amount due to arelated ~ FEf— R REEHFRIE ¢
party:
Trading in nature: RHME :
An associate A=Y 107 212
Fellow subsidiary EHES)=PNG! - 63
107 275
The amounts are unsecured, non-interest bearing EHFBERAEER T8 WERE
and are repayable on demand. SKIEEE -
The Group allows same credits period to related AEBEEEFRNEEMWE FHEFH
parties as other trade customers they grant. As of RzEEHR - R_ZE—ZF+=A
31st December, 2010, the amounts due from related —+—8 REMNIIHZ=I80B 22
parties of RMB5,788,000 aged within 91 to 180 days JE Wy 78 i 75 30IR A A R #5,788,0007T
(31.12.2009: RMB8,040,000), and RMB2,624,000 —EEAF+ZAZ=T—H: AR%
aged over 180 days (31.12.2009: RMB1,505,000). 8,040,0007T) * iMERERHRIBIS0R Rl A A
R#2,624,000(ZEZAF+A=
+—8 : AR¥1,505,0007T) °
As of 31st December, 2010, the amount due to a RZZE—ZTF+_A=+—8 " EN#@
related party aged over 180 days (31.12.2009: over ERRIAZRKRABIBISOR(ZEZ
180 days). F+-HA=+—8 : #8iA180R8) °
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35. RELATED PARTY DISCLOSURES
(CONTINUED)

(v)

Transactions 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
BSAM which is controlled by the PRC government.
Apart from the transactions with BSAM and fellow
subsidiaries and other related parties disclosed above,
the Group also provides e-Government technology
services of approximately RMB348,476,000 (2009:
RMB323,579,000) to other state-controlled entities
and the PRC government. The directors consider they
are independent third parties so far as the Group's
business transactions with them are concerned.

As of 31st December, 2010, other loan of RMB6,360,000
(31.12.2009: RMB8,180,000) is borrowed from the Finance
Bureau of Beijing, unsecured, repayment on demand and
bears interest at annual interest rate of 2.85%. The Group
has incurred interest expense approximately RMB388,000
(2009: RMB255,000) in the year.

In addition, the Group has entered into various
transactions, including utilities services and
surcharges/taxes charged by the PRC government,
and deposits placements and other general banking
facilities with certain banks and financial institutions
which are state-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.

(v)

35. BBELHKE(R)

HA B Z PR 25

AEEEBAREESREELATEH
BRAT P s ml 2 ([ E
EDEFBEBERBEPEE I
SN - REBAR F I8 AR EIBUT R
Bz EMBEERQGR TRARK
HARIEEZ —E5 o B EXXFH
FHALEMEERAR AR ER
BIREMBER 2RI AEE
TRV EL B 1 2 I A B R T R A
# N R #348,476,0007T( ZEE N,
£ AR#323,579,0007T) 2 & F
BEHMRIE - EFERE ' A%
ERFEECZEBRIME  BEA
BNE=F o

ANTE-ZFEF+-_A=+—H"' A
R #6,360,000( ZEENF+=
A=+—8: AR%s8,180,0007T)
NEMERESIEEZTHERE A
FIR - AR ESREF(EE R AT R
&285%FT B - REBRFRNESE
4 AR #388,000 T H M BRI (=
TZNF - ARE255,0007T) °

SEAN - AR EE A T EERIT R
TREBELREBIYTEKS
HR S BERPERFEE A
R RMIINETHE - ARERR
Hip— MR IRTTRRME - ENRZFIRTT
RpZ2ME  EFRAEBWEX

149




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B R MY A

For the year ended 31 December, 2010 #Z _—E—ZFEF+_A=+—HILFZE

35. RELATED PARTY DISCLOSURES 35. BEFEEE)
(CONTINUED)
(v)  Transactions with other state-controlled (v) HEAMA EPREIRG(HE)
entities in the PRC (continued)
Except for amount of customer deposits for contract BR_Z—ZEF+_HA=+—
works of approximately RMB81,964,000 (31.12.2009: HEFANIBESHARE
RMB67877000) as at 31st December, 2010, those 81,964,000t( ZEZENF+=A
transactions as disclosed above, and certain balances =+—8: AR®678770007T)
disclosed in respective notes to the consolidated X R 2R S MRS TSR
financial statements, the directors are of the opinion KEBZWEPFEERE S TEA
that transactions and balances with these related I BEERBHEZEHET XS
parties are not significant to the Group's operations. REHREAEE g EFENT
ESp N
(vi)  Compensation of key management personnel i) #BTFEEFEAE I
The remuneration of directors and key management FA EFRFTEEEABZEHMN
during the year was as follows: N
2010 2009
—E-ZF ZEThF
RMB’000 RMB'000

AR®T ARET T

Short-term benefits SEEEY] 6,137 5,629

Post-employment benefits RIKEF] 335 100
6,472 5,729

The remuneration of directors and key executives is EENFETRABZHM B H

determined by the remuneration committee having & B R EFEER KRB LT

regard to the performance of individuals and market SBLEE °

trends.
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36. PARTICULARS OF SUBSIDIARIES 36. fIEARER
Details of the Company’s subsidiaries as at the end of the AABRRERRZHMBRARFFBLOT
reporting period are as follows:
Place of Proportion of
Form of registration/ Nominal value nominal value of
business incorporation of registered/ registered capital held
Name of subsidiary structure and operation share capital by the Company Principal activities
HM/ERAY  ER/ AREREZ
HEARZHE SHEREA REgis hAZEE AREREE LA IEEH
2010 2009
ZE-2% ZEENE
Directly held
EffRA
Capinfo {Hong Kong) Private limited Hong Kong HKS2 100% 100%  Investment holding
Co, Ltd. company 5 W k&R
EBERERRN (B5) IERRAT
BRAA
Dongguan City Longxin Private limited PRC RMB2,860,000 - 60% e-Commerce
Digital Technology Co., Ltd. company i AE2,860,0007 (note 7) application
REMERIERAERAR EERAR (W&7) and network
developments
ER N
Capinfo Technology Private limited PRC RMB50,000,000 100% 100%  Developing software;
Development Co,, Ltd. company i ARH50,000,0007C providing technical
EREERRERERAT TN service: sale of
hardware and software
FEGH - SRR
HEEHRRH
Beijing Jingxin Bohui Private limited PRC RMB300,000 100% 100%  Providing information
Consultation Development company # AR300,0007 exchange platform
Co,, Ltd. LN service
(formerly known as REEERRT AR

Beijing City Technology
Development Co., Ltd)
B ERERARRARAR
(AR ol R
ERERAA)
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36. PARTICULARS OF SUBSIDIARIES 36. B A TIER (&)

(CONTINUED)
Place of Proportion of
Form of registration/ Nominal value nominal value of
business incorporation of registered/ registered capital held
Name of subsidiary structure and operation share capital by the Company Principal activities
HR/RRAY B3R/ N2
WEARER $HLRYA RS hxeEE AMEAREZ LS IEEH
2010 2009
Z8-%% ZEENE
Beiling Sports Technology Private limited PRC RMB50,000,000 45% 100%  Providing sports related
Co, Ltd. ("Sports Technology”) ~ company B ARH50,000,0007C (note (a)) information service
IR BERRARAT LEBRAT (H3E (a) system integration;
(TRl ) developing sports
related equipment, and
ticket platform system
engineering projects,
and providing ticket
agency services
REESERZNEN
SHTEAMELR TR
BE L REHRRRE
Capinfo Soft Co., Ltd. Private limited PRC RMBS,000,000 61% 61%  Development, sales and
FERERNIEERERAT company G ARB5,000,0007 management consultation
EERAR of operation systems
and related businesses
BEZE R HER
BRI
Beijing Capinfo Hangyuan Private limited PRC RMB1,000,000 80% 80% Developing, sale and
Science &Technology Co., Ltd. company HE AR 0000007 implementing software
IREEREREERAT fEBRAR and providing related

technical services

A - HERSTEHR

FRECRRH RS

Notes: B s

(@) During current year, the Company diluted its interest in Sports (@)  AFA - ANRABIASIAFIRERE ARE
Technology by introducing new equity holders. However the HER BRI 2 #E o A - ANARRE
Company is entitled to assign four directors to the seven- HEBER BRI 2RI RESR
member board of directors of Sports Technology in accordance ARRBRZENEBHEESEELEX
with the capital increase agreement and resolution of the BRZMNEBES - ikt - NEBNRE
shareholders meeting of Sports Technology. Thus, the Group ZHBARIZIEHE BEIRES AR
has still kept the control over this subsidiary. The difference of 27500,0007TC % B R I IE R = A R
RMB1,745,000 between the capital received of RMB27,500,000 25,755,0007T 2 Z 5 A R #1,745,0007C &
and the non-controlling interests recognised of RMB25,755,000 B =R -
has been recognised directly in equity.

() None of the subsidiaries had issued any debt securities during (o) ZMEFEA @ BEMBARZETEMNE

the both years.

TR o
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