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Characteristics of the Growth Enterprise Market
(“GEM”) of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”)

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

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

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

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

yNCIL T

COMPANY OVERVIEW

The Company and its subsidiaries (together the “Group”) is one of the
leading e-commerce operators in the People’s Republic of China (the “PRC").
With its professional information services and advanced internet technologies,
it has established a reliable demand and supply platform for small to medium
enterprises (SMEs), and has been providing them with complete business
solutions. Through dedicated efforts and developments over the past 19
years, the Group has expanded its business scope to cover more than 100
cities nationwide, with branches in 13 cities and a service team of about 3,005
individuals.

With its professional experience and skills acquired from various industries over
the past 19 years, the Group not only offers complete marketing solutions
for SMEs through Mai-Mai-Tong, an internet technology based product, it
also offers customers with multi-channel, all-dimensional on-line and off-line
supplementary services through the Group's traditional marketing products,
namely, “HC Trade Catalogues”, “HC Yellow Page Directory” and “Industrial
Market Research”. The Group successfully hosted Top 10 Enterprises Awards
for around 40 industry sectors through the Group's strong media recourses
and customer base, which help SMEs to build up their brand and enhance
transactions. Such a complementary and multi-dimensional structure allows
the Group to create a unique development path amid the rapid expansion of
the B2B industry in China.

Through the determined implementation of the professional and focused
strategy, the Group has been offering professional and all-dimensional
marketing solutions to customers in those traditional industrial sectors
during the past several years. At the same time, the Group has been actively
expanding into the fast-moving consumer goods markets. Based on the
differences in our targeted market segments, the Group developed two
unique business models for relationship-based customers and transaction-
based customers, respectively. Coupled with our direct sales, agency sales
and telemarketing sales teams, the Group provide relationship-based
customers with one-to-one, in-depth and professional industry solutions, and
transaction-based customers with efficient, user-friendly and standardised
solutions and business platforms. Through these services, the Group satisfies
its customers’ needs. In early 2009, the Group succeeded in passing the
ISO9001 Quality and Management examination and obtaining the certificate.

The Group is committed in providing professional and innovative services
and products to meet market and users’ needs, and to facilitate transactions.
Customer experience and service quality are our constant focus. In the past
several years, the Group’s businesses became more focused, product lines
were more precise, and business model and market demands were more in
line.
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Financial Highlights
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Financial Highlights (continued)
MR E(E)

REVENUE ANALYSIS $§& WA 247

.

3%

31% 38%

37%
2006 2007 2008
[ Trade catalogues and yellow page
40% directories
TrH¥EHREER
43%
On-line services (including
discontinued operations)
B RBARTS (BRI LS 2T
B Market research and analysis
TSR RO
2009 2010 [ Seminars and other services
G R H AR
Trade On-line
catalogues services
and (including Market Seminars
yellow page discontinued research and other
directories  operations) and analysis services Total
B R IR
IEH*E#% (BIELLE TSR 23Rk
REEB& BB Ra# HAb iR FEE-C)

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTIT  ARETT ARBTT ARETIT ARBTT

101,437 166,417 71,475 51,802 391,131
2009 ZEENF 114,720 126,137 51,231 25,567 317,655
2008 —EEN\F 138,723 114,938 49,464 10,819 313,944
2007 —ZETAF 136,247 107,826 32,990 2,199 279,262
2006 —ZETRF 145,909 94,904 29,212 39,341 309,366
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Management’s Statement

‘EIE[E s

FINANCIAL REVIEW

For the financial year ended 31st December 2010, the Group generated a
revenue of approximately RMB391,131,000 (2009: RMB317,655,000) from
continuing and discontinued operations. This represented an increase of
approximately 23.1% in revenue as compared to that in 2009.

For the Group’s financial performance in different segments, revenue
from the Group’s trade catalogues and yellow page directories segment
decreased, from approximately RMB114,720,000 in 2009 to approximately
RMB101,437,000 in 2010 which represented a decrease of 11.6%. A total
revenue of approximately RMB166,417,000 was achieved from the on-line
services segment in 2010, and represented an increase of approximately
31.9% from approximately RMB126,137,000 in 2009. Total revenue of
approximately RMB71,475,000 was generated from the market research and
analysis segment, which represented an increase of approximately 39.5%
from approximately RMB51,231,000 in 2009. Revenue derived from seminars
and other services segment was RMB51,802,000, which represents an
increase of approximately 102.6% from RMB25,567,000 in 2009.

The gross profit margin of the Group from continuing and discontinued
operations decreased by 3.3 percentage points to approximately 71.6% in
2010 (2009: 74.9%). It was mainly due to the increase of outsource cost of
market research.

During the year ended 31st December 2010, the Group increased its operating
expenses from continuing and discontinued operations from approximately
RMB236,527,000 in 2009 to approximately RMB289,674,000 was mainly due
to the increase of sales staff salaries and commissions, marketing expenses
and agency costs.

The Group achieved a profit for the year of approximately RMB8,379,000 in
2010, while it was approximately RMB4,767,000 in 2009.

As at 31st December 2010, deferred revenue was RMB195,965,000,
representing an increase of 82.5% from the balance in 2009 of
RMB107,363,000, due to the increase in multi-year service contracts from
paid customers.

During the year 2010, cash generated from operating activities was

RMB99,093,000, while it was RMB64,513,000 in 2009.

The board of Directors does not recommend payment of a dividend for the
year ended 31st December 2010 (2009: Nil).
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Management’s Statement (continued)
ERERE (A

BUSINESS REVIEW

According to the iResearch 2010 China Internet Market Annual Review
Report, the China B2B e-commerce transactions amounted to RMB2,530
billion in 2010, representing an increase of 36.4% when compared to 2009.
This is mainly due to the stable growth of macro economy in China during
2010, while both domestic trading volume and foreign trading volume
significantly increased when compared to that of 2009, and the demand
for transactions between enterprises surged, which directly boosted the
development of SMEs B2B e-commerce. In addition, the Government and
e-commerce operators helped SMEs to solve the problems arisen during the
development of e-commerce, this measure has actively improved the progress
of SMEs e-commerce business.

As one of the core e-commerce operators, the Group has been upgrading
e-commerce products in 2010 and launched new value-added services with
an aim to enhance quality of service, which has optimised the marketing
performance of SMEs e-commerce business, procured completion of
transactions and expanded the brand effect of the enterprise.

(1) Products

The Group has formed a multi-facet matrix of products and resources,
comprising both on-line and off-line products, which successfully build
up a unique B2B marketing pattern named “on-line + yellow page
+Top 10", The pattern involved in commercial opportunities search, on-
line advertising, trade catalogues and yellow page directory, industrial
market research as well as other off-line products, which provide the
best product or commercial solution for customers in full scale.

On-line Products

Mai-Mai-Tong

Mai-Mai-Tong, as the B2B flagship product of the Company, has
targeted to establish a reliable and diversified vertical-industrial-
oriented trade platform for SMEs since its debut in 2004. In addition
to functions like product display, precise search, product speed match,
tailor-made services and direct business opportunities, Mai-Mai-Tong
also allow its customers to grasp every business opportunity promptly by
providing integrated e-commerce services such as industry news access,
on-line discussion and smart internet operation. Besides, the Group
appointed reputable third party certification company to provide identity
certification for the enterprises.

In 2010, hc360.com has continuously upgraded the function of Mai-
Mai-Tong products and unveiled special versions for a number of
industry leading products like Xuan-Pu 2.0 and industry Mai-Mai-Tong
3.0, which become the key intelligent application products for the online
operation of SMEs. As at 31st December 2010, the Group recorded
approximately 12 million registered users of Mai-Mai-Tong, representing
a growth of approximately 20% over that of approximately 10 million
as at 31st December 2009. Meanwhile, the downloading users of “HC
FAFA — £J@2£2%" the instant communication tool of hc360.com,
recorded a growth of approximately 19% from approximately 7 million
in 2009 to approximately 8.3 million.
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Management’s Statement (continued)
ERE®RE

Search Products

In 2010, search products have become one of the key products of the
Group's B2B business. Along with robust development of the search
engine industry, search service has become a critical tool for SMEs to
promote their brands, seize opportunities and complete transactions.
By launching search paid listing and search golden exhibition stand, the
Group further upgraded its search product in 2010 and co-operated
with search engines like Baidu, Google, Sogou and Soso to provide
clients with unique products and services that promoted simultaneously
across multi-search engines, from which the enterprises can achieve
target marketing and maximise their marketing cost efficiency.

On-line Advertising

The on-line advertising service of the Group provides an effective
promotion platform for SMEs to explore markets. Each of the industry
specific website under hc360.com has entered into strategic co-
operation with the renowned enterprises of various dedicated industry
to facilitate corporate branding as well as products and services in
comprehensive manner.

Off-line Products

Trade Catalogues

"HC Trade Catalogues” is an authoritative purchasing guide in China.
It covers information on over a thousand enterprises and quotations of
over ten thousand products. It is one of the leading catalogues in B2B
industry in terms of coverage and influence.

Yellow Page Directories

As a business yearbook for specific industries, the “Yellow Page
Directories” feature systematic compilation of industry information,
product technology and industry news. The product connects
manufacturers, suppliers, management organizations and users in
different industries.

Top 10 Enterprises Awards

hc360.com launched the Top 10 Enterprises Awards in 2008, which
aims at rewarding the people who made significant contribution to
Chinese industrial development, the enterprises with outstanding brand
influence and promotion enforce. The theme of Top 10 Enterprises
Awards in 2010 is “advocate energy saving and reduction in emission,
environmental protection and low-carbon economy”. We conducted
a detailed product rating based on previous criteria in order to allow
consumers to buy reliable and useful products. In 2010, the Top 10
Enterprises Awards successfully extended to cleansing, heating, smart
home, architectural coatings and industrial coatings segments, which
covered around 40 sectors and recognised over thousand of domestic
enterprises.
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Management’s Statement (continued)
ERERE (A

(2)

(3)

10

Industry Research

Huicong D&B Market Research is principally engaged in market research
and media monitoring. It provides all-rounded market research and
consultancy services. Driven by its products and skills, Huicong D&B
Market Research gained a breakthrough in 2010 through co-operation
with automobile brands like Mercedes-Benz China and Renault China.
Both of them are foreign-invested company in China. Huicong D&B
Market Research also solicited FAW Toyota and Changhe Auto, which
are respectively a joint venture and a self-owned company, as its major
strategic partners. Further, it made a leap in industry research segment
by publishing research reports for consumer electronics industry,
namely “Study of Five Forces Model on Home Appliances Terminal
Competitiveness” and “Evaluation on PR Effects in Automobile and
Game Industry”. These reports provide valuable reference for companies
to formulate their market strategies. By providing excellent services,
Huicong D&B Market Research has become one of the leading market
research companies in China.

Marketing Channels

To maximise its revenue, the Group established three key sales teams,
namely the Industry Direct Sales, the Agency Sales and the Telemarketing
Sales Teams since 2006, to market its on-line and off-line products and
services to different target market segments.

The Industry Direct Sales Team has a longer history and is currently the
Group's major sales force, focusing on selling high value and high-end
on-line and off-line products, targeting at value-based and relationship-
based customers. It maximises users’ value by providing in-depth
professional products and services in different industrial sectors.

The Telemarketing Sales Team was formed in August 2006 to meet the
needs of consumer market. It has been expanded rapidly in recent years.
By strengthening the managing system of the Telemarketing Sales Team,
its working efficiency and market promotion ability has been significantly
improved. The Telemarketing Sales Team has taken the important role
in the on-line product marketing channels. The team concentrates on
providing standardised products and services in fast moving consumer
goods market, and providing trading platform with high efficiency in
order to cope with rapid growth of the Group’s customer base.

The Agency Sales Team was established to supplement the Industry
Direct Sales Team, covering over 70 cities in China. Agencies would
extend the Group’s market coverage to regional areas and promote its
brand name to the greatest extent.

Customer Service

The Group's professional service team serving both purchasers and
clients covers over 60 sectors. It facilitates transactions by way of supply-
and-demand content match, on-line negotiations, off-line supply-and-
demand meetings and purchaser tours. Further, the Group integrated
resources from various aspects to issue “Report on Purchasers’ Practice
Analysis” and “Report on Industrial Products Index Analysis”, in
order to thoroughly study the industry characteristics, member type
and distribution, process of making buying decision, buying practice,
buying cycle and change of concern, and also made predictions and
justifications on buying trend to assist purchasers to complete their
transactions in a more effective way.
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Management’s Statement (continued)
ERE®RE

Member Care

The Group aims at investing more resources in research and
development for network products and the operation of on-line items
to introduce products and service systems that can meet the changing
requirements of the customers. The Group set up and improved
customer ratings system on the basis of the integration of various
features such as HC FAFA, forums and blogs. The Group launched tailor-
made services in accordance with the status of the members, such as
training seminar, in order to further enrich the experience and increase
the degree of customer satisfaction and reinforce the effect of internet
business communities gradually.

PROSPECTS

Since the listing of the shares of the Company on GEM in 2003, the Group
has transformed itself from a traditional media firm to a B2B internet
enterprise, and has been actively exploring its most appropriate development
path through transitions. Especially during these two years, the Group realised
its key competitive strengths, core resources and values, and on this basis,
the Group developed a right direction for the Group. The Group’s in-depth
understanding of customers’ needs, the market, the products and services,
and business operations are the key factors for the Group’s future success.

As customer behaviors of the B2B fast-moving consumer goods market can
be characterised by low-value, high frequency and massive transactions of
supply-side and demand-side. An efficient, low-cost, standardised product
and service solution will satisfy the need of the transaction-based customers.

As customer behaviors of the B2B professional industrial market is
characterised by high-value, low-frequency and relative small groups of
supply-side and demand-side, a highly value-added, customised, professional
product and service solution offers relationship-based customers superior
service experience.

Facilitation of transactions is considered to be core to the Group’s business
operations at all times. The Group will continue to focus on this by facilitating
communication and interaction, and providing information and value-added
services.

On behalf of the board of Directors (the “Board”), | would like to take this
opportunity to thank the management and every member of the Group for
their on-going dedication and hard work in the past year.

Guo Jiang
Chief Executive Officer and Executive Director

Beijing, PRC
23rd March 2011
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Biographic Details of Directors and Senior Management

SESZNEREEAEENT

DIRECTORS
As at 31st December 2010, the Board comprised:

Executive Directors

GUO Fansheng

Aged 55, is an executive Director and the Chairman of the Board (the
“Chairman”). Mr. Guo founded the Group in October 1992 and is responsible
for the overall strategic development and policy of the Group. From 1990 to
1992, Mr. Guo worked as a manager in a State-owned business information
company in Beijing. From 1987 to 1990, Mr. Guo served as a director of the
Liaison Office and General Office of the Economic System Reform Institute
under the State Commission for Economic Restructuring, and as the deputy
director of the Western China Development Research Centre. Prior to working
at the State Commission for Economic Restructuring, Mr. Guo served from
1982 to 1987 as a senior official in the government of the Inner Mongolia
Autonomous Region. Mr. Guo obtained a bachelor’s degree in industrial
economics from Renmin University of China in 1982. Mr. Guo is the uncle of
Mr. Guo Jiang, an executive Director and the Chief Executive Officer of the
Company.

GUO Jiang

Aged 37, is an executive Director and the Chief Executive Officer of the
Company. Mr. Guo joined the Group in 1996 as a Sale Manager and became
the Chief Executive Officer of the Group in 2008 and is responsible for
overseeing the operations of the Group. Prior to that, Mr. Guo spent two
years at the Broadcasting Science Institute of the State Administration of
Radio, File and Television as an assistant to director. Mr. Guo graduated
from the Harbin University of Commerce in 1994 with a bachelor degree in
computer science. He also attended the Business Administration Course for
Senior Management of Modern Enterprises conducted by Guanghua Business
School of Peking University in 2002. Mr. Guo is the nephew of Mr. Guo
Fansheng, an executive Director and the Chairman and the spouse of Ms.
Geng Yi, a vice-president of the Group.
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Biographic Details of Directors and Senior Management (continued)
EEREREBEABB/N(E)

GUO Bingbing

Aged 39, is an executive Director and Chief Financial Officer of the Group.
Ms. Guo joined the Group as the Chief Financial Officer in September 2008.
Ms. Guo has over 8 years of experience in senior financial management in
the internet industries and in companies the securities of which are listed on
NASDAQ. She was a senior finance manager of SOHU.com from 2000 to
2005. Prior to joining the Group in 2008, she served as the financial controller
and the director of Finance Planning & Analysis of eLong.com from 2006 to
2008.

Ms. Guo graduated from Beijing Foreign Studies University (1t s NS 58
&) She studied the Special International MBA at Guang Hua Business School,
Beijing University (Jb R R E K EEIRERT) and completed the Certificate in
Global Executive Management in Fugua School of Business, Duke University.
Ms. Guo is a certified public accountant in China.

Non-Executive Directors

LI Jianguang

Aged 45, is a non-executive Director. Mr. Li is the Vice-President of IDG
Technology Venture Investment, Inc. (“IDG"), a substantial shareholder of the
Company. Mr. Li is also a member of IDG Technology Venture Investments,
LLC, which is the general partner of IDG Technology Venture Investments,
LP. Mr. Li is responsible for the investment management of IDG’s China-
related early funds and IDG- Accel China Growth Fund. Prior to that, Mr. Li
worked in Crosby Asset Management Limited as an investment manager.
Mr. Li graduated from Peking University in 1987 with a bachelor’s degree in
economics and attained a master degree from Guelph University in Canada in
1994. Mr. Li has been serving as a non-executive Director since August 2006.
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Biographic Details of Directors and Senior Management (continued)
BEEkS

MEBANBEN(E)

Independent Non-Executive Directors

ZHANG Ke

Aged 57, is an independent non-executive Director. Mr. Zhang is a certified
public accountant in the PRC and is currently the Chairman and chief
partner of ShineWing Certified Public Accountants. He graduated from
Renmin University of China in 1982 with a bachelor degree in economics
majoring in industry economics. He has over 20 years experience in the
fields of economics, accounting and finance. Mr. Zhang is currently a Vice-
President of the Chinese Institute of Certified Public Accountants, a member
of the Certified Public Accountants Examination Committee of the Ministry
of Finance and a vice president of Beijing Association of Forensic Science.
Mr. Zhang has been serving as an independent non-executive Director since
March 2003.

XIANG Bing

Aged 48, is an independent non-executive Director. Dr. Xiang is a Professor
of Accounting and the founding Dean of Cheung Kong Graduate School of
Business. He previously taught in the Peking University, Hong Kong University
of Science and Technology and China-Europe International Business School.
Dr. Xiang graduated from the University of Albert with a doctorate degree.
Dr. Xiang has been serving as an independent non-executive Director since
March 2002.

GUO Wei

Aged 47, is an independent non-executive Director. Mr. Guo is currently
the Chairman and executive director of Digital China Holdings Limited. Mr.
Guo obtained a Master’s degree from the Graduate School of the Chinese
Academy of Science (formerly known as Graduate School of the University
of Science and Technology of China) in 1988. He joined the Legend group
in 1988 and was once an executive director and senior vice president of the
Legend Group. He is currently a member of the 11th National Committee
of the Chinese People’s Political Consultative Conference, member of the
Advisory Committee for State Informatization, and President of Beijing
Informatization Organization. Mr. Guo has severed as an independent non-
executive Director since March 2002.
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Biographic Details of Directors and Senior Management (continued)
EERSREBABENC

SENIOR STAFF

As at 31st December 2010, the management of the Company comprised the
following members:

GENG Yi

Aged 37, is a Vice-President of the Group, Ms. Geng joined the Group in
August 1995 as an editor and was appointed as the Chief Sales Officer of
the Group in January 2006. Ms. Geng graduated from the University of
International Business Economics and gained a MBA degree. Ms. Geng Yi is
the spouse of Mr. Guo Jiang, an executive Director.

HONG, John

Aged 41, joined the group in October 2007 as the Chief Technology Officer
of the Group. Mr. Hong worked at Silicon Valley from 1994 to 2000, during
which he founded Webston Corporation which mainly rendered technical
service for B2B corporations such as Chemdex. In 2000, he came back to
China and founded a video conferencing software company called VisionNex.
Before joining the Group, Mr. Hong was the Vice-President of technology
of Linktone (Nasdaqg: LTON). Mr. Hong graduated from the Mississippi State
University with a Bachelor’s Degree in Computer Science and a Master Degree
in Computer Engineering.

ZHAO Long

Aged 35, joined the Group in 1999 and has over 10 years research
management experiences in IT and Telecom industries, and specialize in
strategy and management. Mr. Zhao had successively served as Research
Manager, General Manager of IT Research Division, etc. Mr. Zhao became
Vice-President of the Group and the President of HC Institute in 2008 in
charge of research business.

Mr. Zhao graduated from Inner Mongolia Finance and Economics College
majoring in Economics Management. He also attended the Business
Administration Course for Senior Management of Modern Enterprises
conducted by Guanghua Business School of Peking University in 2002.

GAO Xin

Aged 35, joined the Group in July 2008 and became Vice-President and COO
of an E-commerce Company. Mr.Gao has ten years management experiences
in IT industry. Prior to that, Mr.Gao had successively served as General
Manager of Zhejiang District and the Deputy General Manager of Channel
Sales Department in Lenovo Group as well as the B2B Operation Director of
Samsung Electronics.

Mr.Gao graduated from Beijing Wuzi University with a bachelor degree in
Engineering. He also studied the EMBA at CEIBS and Serving Postgraduates of
Institute of Psychology in Chinese Academy of Sciences, majoring in Applied
Psychology.
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Management Discussion and Analysis

DT

ERE

LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2010, the Group’s cash and bank balances decreased by
approximately RMB12,695,000 from approximately RMB201,119,000 as at
31st December 2009 to approximately RMB188,424,000.

The Group had no short-term loans as at 31st December 2010 (2009:Nil).
Gearing ratio of the Group is 0% (2009: 0%) as at 31st December
2010, calculated with reference to nil short-term loans and capital and
reserves attributable to the Company’s equity holders of approximately
RMB180,430,000 (2009: approximately RMB214,312,000). The capital
and reserves attributable to the Company’s equity holders decreased by
approximately RMB33,882,000 as compared to last year.

The Group’s net current assets amounted to approximately RMB 11,595,000 as
at 31st December 2010 (2009: approximately RMB122,828,000). Its current
ratio, which is calculated by dividing current assets by current liabilities,
was approximately 1.04 times as at 31st December 2010 as compared to
approximately 1.82 times as at 31st December 2009.

The Group's trade receivables turnover has decreased from approximately
30.2 days in 2009 to approximately 19.5 days in 2010.
The financial position of the Group has remained liquid and healthy.

SIGNIFICANT INVESTMENT

The Group had no significant investment held in the year ended 31st
December 2010.
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Management Discussion and Analysis (continued)
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MATERIAL ACQUISITIONS AND DISPOSALS

On 27th April 2010, Hong Kong Huicong International Group Limited
("HKHC"), a wholly-owned subsidiary of the Company, entered into a sale
and purchase agreement (the “Agreement”) with 1t RZ2IEE L= B+

AR /A A (“Huicong Construction”), a company owned as to 80% by Mr.
Guo Fansheng, an executive Director and the Chairman of the Company.
Pursuant to the Agreement, Huicong Construction agreed to sell its 18%
equity interest in Jt BB EFFR AR ("Beijing Huicong”) to
HKHC at a consideration of RMB54,800,000 (equivalent to approximately
HK$62,273,000). As Huicong Construction is owned as to 80% by Mr.
Guo Fansheng, an executive Director and the chairman of the Company,
Huicong Construction is an associate of Mr. Guo Fansheng, and thus a
connected person of the Company. Accordingly, the acquisition constitutes
a connected transaction of the Company. Based on the applicable ratios, the
acquisition also constitutes a major transaction under Chapter 19 of the GEM
Listing Rules. The transaction contemplated under the Agreement has been
completed as at 31st December 2010. Please refer to the announcement
and circular of the Company dated 27th April 2010 and 28th June 2010,
respectively, for details of the Agreement.

On 9th July 2010, St REFAHEAIRIE B R A 7 (“Huicong Zaichuang”),
a wholly-owned subsidiary of the Company, entered into five sale and
purchase agreements with EMZEZ L EGR A 7] ("Guangzhou Junming”),
pursuant to which Huicong Zaichuang agreed to purchase certain
properties (“the Properties”) in Guangzhou from Guangzhou Junming at an
aggregate consideration of RMB24,171,833 (equivalent to approximately
HK$27,468,000). The Properties are for commercial use and are intended for
the Group’s own use. The entering into of the above transactions by Huicong
Zaichuang constitutes a disclosable transaction of the Company under the
GEM Listing Rules. The above transactions have been completed as at 31st
December 2010. Please refer to the announcement of the Company dated
9th July 2010 for details of the aforesaid transactions.

On 27th August 2010, the Company, entered into an equity transfer
agreement for the disposal of its 60% equity interest in L FiEHE &4
B 1iTABR AR, a company established in the PRC which engages in business-
to-business e-commerce involving foreign trade and related business in the
PRC, for a consideration of RMB16,033,472 (equivalent to approximately
HK$18,568,000) (the “Disposal”). The Disposal has been completed as at 31st
December 2010. Please refer to the announcement of the Company dated
27th August 2010 for the details of the Disposal.
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Management Discussion and Analysis (continued)
ERERwm IO (E)

CAPITAL STRUCTURE

The total number of issued shares of the Company was 488,878,960 as at
31st December 2010.

STAFF

The success of the Group depends on the skills, motivation and commitment
of its staff. As at 31st December 2010, the total number of Group's
employees were 3,005, among which 2,139 were employed in the Sales and
Marketing Division, 458 were employed in the Editorial, Research and Data
Analysis Division, 158 were employed in the Information Technology Division
and the remainder in other divisions of the Group.

Remuneration of employees is generally in line with the market trend and
commensurate with the salary level in the industry, with share options
granted to employees based on individual performance. Other benefits to the
Group's employees include medical insurance, retirement schemes, training
programmes and educational subsidies.

CHARGES ON GROUP ASSETS

As at 31st December 2010, no asset was pledged to secure any of the
Group's loan.

EXCHANGE RISK

As the Group's operations are principally in the PRC and majority assets and
liabilities of the Group are denominated in Renminbi, the Directors believe
that the Group is not subject to significant exchange risk.

CONTINGENT LIABILITIES
As at 31st December 2010, the Group had no contingent liability (2009: Nil).
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Report of the Directors

—

R s

The Directors submit their report together with the audited financial
statements for the financial year ended 31st December 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The activities of
its principal subsidiaries are set out in note 9 to the consolidated financial
statements.

An analysis of the Group's performance for the financial year by business
segment is set out in note 5 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the financial year are set out in the consolidated
statement of comprehensive income on page 44.

The Directors do not recommend the payment of a dividend.

RESERVES

Details of the movements in accumulated losses of the Group during the
financial year are set out on page 49.

Details of the movements in other reserves of the Group are set out in note
16 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are
set out in note 8 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in share capital and share options of the Company
are set out in note 15 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December 2010, calculated
under the Companies Law of Cayman Islands, amounted to approximately
RMB97,784,000 (2009: RMB104,573,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 5 of this report.
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Report of the Directors (continued)
EERWREE)

DIRECTORS
The Directors who held office during the year and up to the date of this report

were:

Mr. Guo Fansheng (Chairman) (appointed on 21st March 2000)

Mr. Guo Jiang (Chief Executive Officer) (appointed on 1st August 2006)

Ms. Guo Bingbing (appointed on 10th November 2010)
Mr. Li Jianguang' (appointed on 1st August 2006)

Mr. Zhang Ke# (appointed on 28th March 2003)
Mr. Xiang Bing* (appointed on 8th March 2002)

Mr. Guo Wei# (appointed on 8th March 2002)

! non-executive Directors
# independent non-executive Directors

In accordance with Article 86 of the Company’s Articles of Association, Ms.
Guo Bingbing will be subject to, and eligible offer herself for re-election at the
forthcoming annual general meeting of the Company.

In accordance with Article 87 of the Company's Articles of Association, Mr.
Guo Wei and Mr. Xiang Bing will retire and, being eligible, offer themselves
for re-election at the forthcoming annual general meeting of the Company.

DIRECTORS’ PROFILE

The Directors’ profile is set out on pages 12 to 14.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Guo Fansheng, Mr. Guo Jiang and Ms. Guo Bingbing has entered
into a director’s service contract with the Company, whereby each of them
has accepted the appointment as an executive Director of the Company for
a term of three years from 30th November 2009, 1st August 2009 and 10th
November 2010 respectively, which may be terminated by either party giving
three months’ prior written notice or otherwise in accordance with the terms
of their respective service contracts.

Each of the independent non-executive Directors, Mr. Guo Wei, Mr. Xiang
Bing and Mr. Zhang Ke, has entered into a director’s service contract with
the Company, whereby Mr. Guo Wei and Mr. Xiang Bing have accepted the
appointment as independent non-executive Directors for a term of one year
from 1st January 2004 while Mr. Zhang Ke has accepted the appointment
for a term of one year from 28th March 2004, and the service contracts shall
be renewed automatically at the end of the term. Either party may terminate
the service contract at any time by giving one month’s prior written notice
or in accordance with the terms of their respective service contracts. There is
no service contract, which is not determinable by the Company within one
year without payment of compensation (other than statutory compensation),
in respect of any director proposed for re-election at the forthcoming annual
general meeting.
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Report of the Directors (continued)

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed above and in note 23 and note 32 to the consolidated
financial statements, no Director was materially interested, whether directly
or indirectly, in any contract of significance to the business of the Group to
which the Company, its holding company, or any of its fellow subsidiaries and
subsidiaries was a party subsisted at the end of the year or at any time during
the year.

DIRECTORS’ AND SENIOR STAFF EMOLUMENTS

Details of Directors and senior staff emoluments for the year are set out in
notes 23 and 32 to the consolidated financial statements.

The emoluments of the Directors and the senior staff are determined based on
the operating results of the Group, individual performance and/or prevailing
market conditions. The Company has also adopted the Share Option Scheme as
an incentive to Directors and senior staff.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31st December 2010, the interests and short positions of the Directors
and the chief executives of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (Cap. 571 of
the Laws of Hong Kong) (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they are taken or deemed
to have under such provisions of the SFO) or required to be entered in the
register maintained by the Company pursuant to Section 352 of the SFO or
which were notified to the Company and the Stock Exchange pursuant to the
required standard of dealings by the Directors as referred to in Rule 5.46 of
the GEM Listing Rules, were as follows:

(a) Directors’ Long Positions in the shares of the Company

EERENzER

B £ R A BT MARM 23 RH 325 RE
SN RERREREISR - SR BN AR
BREBEX - BARE - HERARSHENRER
MR R R HB AR AR 2 ST — 5 2 A WP EE
S A B A MR ©

EEREHES ZFEH
RFEEEERSLES ZHHFBINGETIBHRE
Mf3E23%32 -

E=NERERZHFIIREAEE ZQEEE - @
ARBE/SERTORET « AR B INRANERERT
HEREFRSREES 2 EH -

BE LT RARNA L TR EARE
B2 Kt - B B S 2 A
RE

—E-FET-A=+—A  EERARTTHE
BN A RS ANAE (G ERPIE 57
B4 R DI ([ 5 FORE P ) EXVER T
HEE) 21 - BERG REST - BEREES
SRS DI EXVER ST B8R ARG AAAR
WS 2 A2 AR (AR RIS E S R IR DI
BSOS P A SRR R AR © S/
RIS R E GDIE 352 AA R RN E R
M - SURRAIRR LT RAIES A6IRPTILA I Fit
THEH BT LR E AR 7 R T 2 i
WEIT -

7.

(a) EERARTARMDZHEFA

Total  Approximate
Name of Class of Personal Family ~ Corporate Other  number of percentage of
Director Shares Capacity interests interests interests interests shares  shareholding
BEpg B35 5% fAARR RikER DRER HitEs ROAE RESOEIL
Guo Fansheng Ordinary shares  Beneficial owner 69,647,015 - - - 69,647,015 14.25%
BRAE Lk ERBAA
Guo Jiang Ordinary shares  Beneficial owner/family 60,179,146 7,008,625 - - 67,187,771 13.74%
interests (Note 1) (Note 1) (Note 1)
EiN BER ERlE A/ Rk (MizE1) (PizE1) (PzE1)
Li Jianguang Ordinary shares  Interest in controlled - - 40,000,384 - 40,000,384 8.18%
corporation (Note 2) (Note 2)
FEt EBR R EEER (Mzk2) (PizE2)
Guo Bingbing Ordinary shares  Beneficial owner 4,000,000 - - - 4,000,000 0.82%
(Note 3) (Note 3)
ikik R ERfBA (MzE3) (EE)
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Notes:
1. Such interest in the Company comprises:

(@) 50,253,771 shares of the Company of which 1,074,625 shares of the
Company are held by Ms. Geng Yi, Mr. Guo’s spouse; and

(b) 16,934,000 underlying shares derived from the share options granted
under the Share Option Scheme of which 5,934,000 underlying
shares derived from the share options granted to Ms. Geng Yi under
the Share Option Scheme.

Mr. Guo is deemed, or taken to be interested in the shares and underlying
shares held by Ms. Geng Yi pursuant to the SFO.

2. The references to 40,000,384 shares of the Company relate to the same
block of shares of the Company held by Callister Trading Limited, the entire
share capital of which is owned by Mr. Li Jianguang. Accordingly, Mr. Li
Jianguang is deemed, or taken to be interested in the said 40,000,384
shares of the Company pursuant to the SFO.

3. Such interest in the Company comprises 4,000,000 underlying shares
derived from the share options granted under the Share Option Scheme.

Save as disclosed above, none of the Directors and chief executive of the
Company has any interest or short position in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they are taken or deemed
to have under such provisions of the SFO) or required to be entered in the
register maintained by the Company pursuant to Section 352 of the SFO or
which were notified to the Company and the Stock Exchange pursuant to the
required standard of dealings by the Directors as referred to in Rules 5.46 to
5.67 of the GEM Listing Rules.

SHARE OPTION SCHEMES

Pursuant to written resolutions of the shareholders of the Company dated
30th November 2003, two share option schemes, a pre-IPO share option
scheme (the “Pre-IPO Share Option Scheme”) and a share option scheme (the
“Share Option Scheme”) were adopted by the Company. The details and the
principal terms of the Pre-IPO Share Option Scheme and the Share Option
Scheme were summarised in the paragraph headed “Share options” under
the section headed “Statutory and General Information” in Appendix V of the
prospectus of the Company dated 8th December 2003.
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E5EH

OUTSTANDING SHARE OPTIONS e RAT 5 2 B AR
(a) Pre-IPO Share Option Scheme (a) BXRAHBRATERESE

As at 31st December 2010, options to subscribe for an aggregate of R-Z—ZFE+-A=+—8  REHEIAH

9,147,120 shares of the Company granted pursuant to the Pre-IPO Share R AT R ERT B TRl RIS $£9,147,1208%

Option Scheme were outstanding. Details of which were as follows: KRR 2 BEIRRE R ARITEE - BRARFBEHT

LU
Number of share options
BREHA
Exercise Asat Granted Exercised Lapsed As at
price per 1st January during during during 31st December

Name of grantee Date of grant share 2010 the period the period the period 2010

R=Z-%% R=Z-ZF

ERARE R AH BRITEE -A-H RERRIH RERITRE REIRAR +=A=+-8

(Note 1)
(BEE1)

Ex-employees

AiER

FAN Qimiao 2nd December 2003 0.44 5,111,104 - - - 5,111,104

BRI “ER=F+-ACH

GU Yuanchao 2nd December 2003 044 3,777,774 - - - 3,777,774

BEES “ZE=F+-ACH

Other employees

HitlES

In aggregate (Note 2) 2nd December 2003 0.44 258,242 - - - 258,242

aat () e s s

Total

et 9,147,120 - - - 9,147,120

Notes: 5L -

1. Each option has a 10-year exercise period, which may be exercised after 1. BHBREZTEHARI0F - RARFKRN
the expiry of twelve months from the date on which trading in the shares BRAEREREEEH([ TR =%
of the Company first commenced on GEM (the “Listing Date”), being 17th E=F+-A+tER)RHTZ@EAERER
December 2003. Commencing from the first, second and third anniversaries FirfE - REEMHBPZE -  F-RE=ZR
of the Listing Date, the relevant grantee may exercise options up to 33.3%, Fig  BEARRARZADRITEEREZE
66.6% and in full, respectively, of the shares of the Company comprised in MRIEFTP I 2 AR AR 2 33.3% * 66.6% K&
his or her option (less any number of shares of the Company in respect of 100% (FNRRE B B 1T BB IRFE RS S Y
which the option has been previously exercised). RRBRNEE) ©

2. Asat 31st December 2010, there were 3 employees who had been 2. RIZE-ZFEF-A=+—H REFRKAH
granted with options under the Pre-IPO Share Option Scheme to acquire an BIRAIE R TRIE M3EEER LA LA RE
aggregate of 258,242 shares of the Company. 258, 2428 AN A FIRR A7 2 FERRHE -
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(b) Share Option Scheme (b) BBRRHESTE
As at 31st December 2010, options to subscribe for an aggregate of RZE—ZFT-A=+—08 ' REBERE:
65,131,000 shares of the Company granted pursuant to the Share BT O] RIEA ££65,131,0000 AN R AR D 2
Option Scheme were outstanding. Details of which were as follows: FERRE M ARTTIE - BRAFFIBESIMT ¢
Exercise As at Granted Exercised Cancelled Lapsed As at
price per  1st January during during during during  31st December
Name of grantee Date of grant share 2010  theperiod  theperiod  the period the period 2010
R=B-%F R=2-2F
ERARR RUHAH BRITHE -A-B REREE PMERTE REREE  RERAN TSA=t-8
HK$ (Note1)
B (MzE1)
Directors
Bz
Guo Jiang 18th February 2004 240 1,000,000 - - - - 1,000,000
EiN ZTTMF-AF\H
23rd June 2006 1.49 1,000,000 - - - - 1,000,000
ZERRERAZTER
11th July 2007 1.24 2,200,000 - - - - 2,200,000
ZZTHELAT-H
29th September 2008 0.604 2,000,000 - - - - 2,000,000
ZZTN\ENAAZTAE
7th April 2010 0.82 - 4,800,000 - - - 4,800,000
—Z-ZENALA
Guo Bingbing 29th September 2008 0.604 800,000 - - - - 800,000
kK ZZZN\EAAZTAB
7th April 2010 0.82 - 3,200,000 - - - 3,200,000
“Z-ZTEMALR
Senior management
BREBEAR
Geng Yi 18th February 2004 2.40 300,000 - - - - 300,000
Bkig ZETMFZAF\H
23rd June 2006 1.49 434,000 - - - - 434,000
ZEENEAACZTER
29th September 2008 0.604 1,000,000 - - - - 1,000,000
ZZZNENAAZTAE
7th April 2010 0.82 - 4,200,000 - - - 4,200,000
—Z-ZENALA
John Hong 29th September 2008 0.604 1,000,000 - - - - 1,000,000
HES ZZZN\EAAZTAB
7th April 2010 0.82 - 3,200,000 - - - 3,200,000
“E-ZTEMALR
Zhao Long 18th February 2004 240 30,000 - - - - 30,000
HE “EENE-A+NA
23rd June 2006 1.49 66,000 - - - - 66,000
ZEERNEAACZTER
11th July 2007 1.24 145,000 - - - - 145,000
ZTTHFLATH
29th September 2008 0.604 800,000 - - - - 800,000
ZEZ\EAAZTAA
7th April 2010 0.82 - 3,200,000 - - - 3,200,000
ZZ-ZENALHA
Gao Xin 29th September 2008 0.604 1,000,000 - - - - 1,000,000
L ZZZN\EAAZTAE
7th April 2010 0.82 - 3,200,000 - - - 3,200,000
—E-ZENALA
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Exercise As at Granted Exercised Cancelled Lapsed As at
price per  1st January during during during during  31st December
Name of grantee Date of grant share 2010  theperiod  theperiod  the period the period 2010
RZB-%F RZ2-2F
ERARS REAH BRTEE -A-B REREH AERTE REREE  RERAN TSA=t-H
HK$ (Note1)
B (BzE1)
Other employees
HitfEg
In aggregate (Note 2) ~ 18th February 2004 2.40 5,809,000 - - - (265,000) 5,544,000
A (M2) ZZEMF-AF/\A
In aggregate (Note 3) ~ 23rd June 2006 1.49 2,786,000 - - - (644,000) 2,142,000
RE(ME3) ZETRERAZTER
In aggregate (Note 4)  11th July 2007 1.24 9,353,000 - - - (2,403,000) 6,950,000
As(Hi) “ERLELAT-R
In aggregate (Note 5)  29th September 2008 0.604 7,500,000 - (700,000) - (1,180,000) 5,620,000
AEf(MS) —ZENFAAZTAR
In aggregate (Note 6)  7th April 2010 0.82 - 12,000,000 - - (700,000) 11,300,000
A (Mis) —Z-ZEMALH
Total
et 37,223,000 33,800,000 (700,000) - (5,192,000) 65,131,000
Notes: B EE

1

Each option has a 10-year exercise period, which may be exercised after the
expiry of twelve months from the date of the grant of options.

For the options exercisable at HK$2.40 granted on 18th February 2004, the
relevant grantees may exercise options up to 33.3%, 66.6% and in full,
respectively, of the shares of the Company comprised in his or her option
(less any number of shares of the Company in respect of which the option
has been previously exercised), commencing from the first, second and third
anniversaries of the date of the grant of options. For the options exercisable
at HK$1.49 granted on 23rd June 2006, the relevant grantees may exercise
these options in a 10-year period starting from the expiry of twelve months
from the date of the grant of options.

For the options exercisable at HK$1.24 granted on 11th July 2007, the
relevant grantees may exercise options up to 50% and in full, respectively,
of the shares of the Company comprised in his or her option (less any
number of shares of the Company in respect of which the option has been
previously exercised), commencing from the first and second anniversaries
of the date of the grant of options.

For the options exercisable at HK$0.604 granted on 29th September 2008,
the relevant grantees may exercise these options in a 10-year period starting
from the expiry of twelve months from the date of the grant of options.

For the options exercisable at HK$0.82 granted on 7th April 2010, the
relevant grantees may exercise options up to 50% and 100%, respectively,
of the shares of the Company comprised in his or her option (less any
number of shares of the Company in respect of which the option has been
previously exercised), commencing from the first and second anniversaries
of the date of the grant of options.

1

FHBREZITERRI0F - REBEEREHE
s+ —E R BRI TATIE o

R -ZBZTNEFE — A+ /\BRHAIRTEE
2A0BTTITERRBIREM S - BRIARANA
WRARLASCE—  FS-REZBF%R
BZADRITEERAZBRERBIS R
RRFRM 2 33.3% ~ 66.6% 22 E(BKRE
ABEC TR RIS R AR R ) B
B) - MR —ZTNFRA —+= AR E AR
B4 TTAT MBI ET 5 - ARIAIRA
ARSI B RS+ — @A EME 210
FHRATTEZSHBRE -

RN —FELELA T —ARBARITEE
1248 LITERBEREN S - ARARARE
BRAERLDASMZE-—NE—BFR K7
DRITEEF A 2 BB IEREE TS R 2 A QA
[21750% B 2 8l (IR AR B E 1T R AE
R A RRROEE)

RR-ZZENFAA - NAREARITEE
0.604BTTATILHIREARIEM 5 - BRIAIR AR
MERRRER B B+ — A A @M 2 10 IR A
TR SR E -

R T A AR AR{TE(E0.82
BILTERBRIEN S - ARARARBBERK
BREAPE-—RE_FFR KA
TRERE 2 BRI K2 AR =R
50% K 22 (MBMERE R TTRABRIEM S
REARBRDEE)

2 50 employees have been granted options under the Share Option Scheme 2 RIEBRRETZE M504 E B B AT AT
to acquire an aggregate of 5,544,000 shares of the Company at HK$2.40 2. 4078 TLREE S ££5,544,0008 A" A IR 2 B8
per share. FI&HE o

3 27 employees have been granted options under the Share Option Scheme 3 REERETECRA27EEEREATATR
to acquire an aggregate of 2,142,000 shares of the Company at HK$1.49 1.4978 TR 4 $£2,142,000 08 KA A B 15 2
per share. [

4 35 employees have been granted options under the Share Option Scheme 4 RIEERETEIEM35EBEEREAIAGR
to acquire an aggregate of 6,950,000 shares of the Company at HK$1.24 1.247% RS ££6,950,0000 AN A B 7 2 B8
per share. [EcHE -

5 26 employees have been granted options under the Share Option Scheme 5 REERETZE M6 EEREATUNEGR

to acquire an aggregate of 5,620,000 shares of the Company at HK$0.604
per share.

0.60478 TLRHE A ££5,620,000 % A A RIS 2
FERR A o
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6

14 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 11,300,000 shares of the Company at HK$0.82
per share.

The fair value of options granted under the Share Option Scheme on 18th
February 2004, determined using the Binomial Valuation Model, was
approximately RMB20,193,000. The significant inputs into the model were
the exercise price of HK$2.4, standard deviation of expected share price
returns of 32%, expected life of options ranging from 5.4 to 6.6 years,
expected dividend paid out rate of 0% and annual risk-free interest rate
ranging from 1.34% to 4.43%. The volatility measured at the standard
deviation of expected share price returns is based on statistical analysis
of historical price movement of the Company and other comparable
companies with similar business nature.

The fair value of options granted under the Share Option Scheme on
23rd June 2006, determined using the Binomial Valuation Model, was
approximately RMB3,919,000. The significant inputs into the model were
exercise price of HK$1.49, standard deviation of expected share price
returns of 34.8%, expected life of options ranging from 3.2 to 5.5 years
expected dividend paid cut rate of 0% and annual risk free interest rate of
4.911%. The volatility measured at the standard deviation of expected share
price returns is based on statistical analysis of historical price movement
of the Company and other comparable companies with similar business
nature.

The fair value of options granted under the Share Option Scheme on
11th July 2007, determined using the Binomial Valuation Model, was
approximately RMB9,390,000. The significant inputs into the model were
exercise price of HK$1.24 standard deviation of expected share price returns
of 49.0%, expected life of options ranging from 2.4 to 6.2 years expected
dividend paid cut rate of 0% and annual risk-free interest rate of 4.757%.
The volatility measured at the standard deviation of expected share price
returns is based on statistical analysis of historical price movement of the
Company and other comparable companies with similar business nature.

The fair value of options granted under the Share Option Scheme on 29th
September 2008, determined using the Binomial Valuation Model, was
approximately RMB2,756,000. The significant inputs into the model were
exercise price of HK$0.604 standard deviation of expected share price
returns of 72.2%, expected life of options ranging from 3.8 to 4.8 years
expected dividend paid cut rate of 0% and annual risk-free interest rate of
3.133%. The volatility measured at the standard deviation of expected share
price returns is based on statistical analysis of historical price movement
of the Company and other comparable companies with similar business
nature.

The fair value of options granted under the Share Option Scheme on
7th April 2010, determined using the Binomial Valuation Model, was
approximately RMB14,825,000. The significant inputs into the model were
exercise price of HK$0.82 standard deviation of expected share price returns
of 79.8%, expected life of options ranging from 3.4 to 5.9 years expected
dividend paid cut rate of 0% and annual risk-free interest rate of 2.865%.
The volatility measured at the standard deviation of expected share price
returns is based on statistical analysis of historical price movement of the
Company and other comparable companies with similar business nature.

In the extraordinary general meeting of the Company held on 20th
June 2008, an ordinary resolution was passed by the shareholders of
the Company to refresh the scheme mandate limit under the Share
Option Scheme. For details, Please refer to the Company’s circular and
announcement dated 5th June 2008 and 20th June 2008 respectively.

The valuation of share options are subject to a number of assumptions and
with regard to the subjectivity and uncertainty of the model.

The Company has granted share options which entitle the grantees to
subscribe for an aggregate of 33,800,000 new shares of the Company
during the year. The amount payable by the grantees of an option to the
Company on acceptance of the offer for the grant of an option is HK$1.00.

HC International, Inc - Annual Report 2010

RIEBRETZEAI4BEEREATAER
0.82/8 L RHEA ££11,300,000 % &R A B BN 2
FERRAE -

FERAZEAGEERAAFER_ZTNF_A
N\ BRI E A BT H B E 2 AT
£ ANR%20,193,0007T ° HAZBAZEE
2 BTEE24ET - BARERRRZIZE
RAE32% - BREZ B FHN T5.4FE66
FAE - FBHRER0% R FEERBFIENT
1.34% £4.43% ° 1ZBRTERT AR (B Bl ¥k 2 221"
EFEtE 2RE - TIREBAD R RERELHA
Pz B AT B LA R Z B A BRI E 2 Fat
HEDWETHE -

FAZEAGEEAHER-_TSTFA
ZH=HAREERET SR ERE AT
BEHAARES 19,0007t - AZERZEE
LEBITEE1.4987T - BARERRR 212
HF#E34.8% - BREZBAFHANT326E
55FANE « R ER0% RFEERRF R
4.911% ° RBTEFTRER B 2 ZEREMGE
IR HIREAAR R ERME A i
AELLBARZBEEERE 2 G BTN
ATHE -

ER_BEAGERAHER_ZZTLFLA
T RBERERE SR LEREZ X TE
HWRARE9,390,0007C « MIAZRA 2 EE
SEARTTHEE1.2487T - B RERSRE 2 F
HERE49.0% BRI FRNF246E
6.2FTNE » FHatIRE 0% & & F &R A &
4.757%  BRBTEETRE R R AT EREE
ZIR0E - TORBARB REBIEERLLZ Eitb
AALBRAR ZBEBRRE ST
FHE o

FAZEAGEEAHER=_SZTN\FNA
ZHhBRERERET SR L ERE S AT
BEHAARE2,756,0007T « AZERZEE
2 AITFEE0.6048 T » FEAREBRER 22
BFET2.2% - BREZ B FHAN T3.8FE
48FENE - AR B R0% M FEERERF R
3.133% ° RRBIEFHIREORZIZEREMTE
KR - TVRIBAR R REB ML AU i
AELLBARZBEBEERE 2 G BTN
ATHE -

FEAZEANEEEAFER S -TFNA+
BiREERET SR L EREZ ATEL A
AR 14,8250007C - MAZERNZETES
HAITEE0.82ATT  HrtRERERR 12X
RZE79.8% - WREZ BT FHN 3452
5.9FNE « B ER0% M FEERRF R
2.865% ° RRIETIREEIHR 2 IZEREATTE
ZOKNE - TYRBARN R REBH L AU HAi
AELBRARZBEBEEKREZ FABFT N
ATE -

RIZEZENFRAZTRBTZ AR AR
AAEE  ARARRBRE - BEBAASR
AB AR BIR T Zat BIRERE - 15
FL2RARABHRZETN\FARARARS
EENFRAZTHZBRHRAM

BREZ HEXETRRAR - LABRMGE
Bz TBMERTRERE -

FA - ARFER BB - ARATFUR
f# & #£33,800,000 8 A R BT © AR IR
BRRERE A AR KB 2 2R TR A
RAEZEFR1.0087T °



Report of the Directors (continued)

.

==

R

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

As at 31 December 2010, the interest of persons (not being a Director or
chief executive of the Company) in the shares and underlying shares of the
Company which were notified to the Company and the Stock Exchange
pursuant to Divisions 2 and 3 of Part XV of the SFO or required to be entered
in the register maintained by the Company pursuant to Section 336 of the
SFO were as follows:

FERRREMATRARTRD R
HERD zEZRAR

RZZB—ZF+-A=+—H  RARFRD LIEH
Pein B REE S RS RGIEXVEBRFE 2R E3
DEBMEARR RIS - URAREESRAE
HPIFEIBOHRLCAARR R FENELM 2 EEZ AL
(W FEEFRADNRTHRAR) T

Approximate Approximate

Nature of interests/ percentage of
Name of shareholder Class of shares Long position  short position Holding capacity shareholding
BREEERE B4 5850 iy HEME BOER BEEH BRESNESH
Substantial shareholders
FERR
McCarthy Kent C. Ordinary 93,648,000 — Interest in controlled 19.16%
(Note 1) corporations
McCarthy Kent C. gl 93,648,000 R EE R
(FH5E1)
McGovern Patrick J. Ordinary 78,730,697 — Interest in controlled 16.10%
(Note 2) corporations
McGovern Patrick J. Rl 78,730,697 REGEE R
(FE2)
Geng Yi Ordinary 67,187,771 —  Beneficial owner/ 13.74%
(Note 3) Family interests
Bkta =il 67,187,771 EnBEAN
(MF7E3) Kk
Zhou Quan Ordinary 53,256,743 — Interest in controlled 10.89%
(Note 4) corporations
Az gl 53,256,743 REGEEER
(Mi5E4)
Notes: Fff3E

1

Such interest in the Company comprises 88,209,568 shares of the Company
owned by Jayhawk Private Equity Fund, L.P. and 5,438,432 shares of the Company
owned by Jayhawk Private Equity Co-Invest Fund, L.P.. The entire issued share
capital of each of the abovementioned companies is owned by Mr. McCarthy
Kent C.

Such interest in the Company comprises 25,473,954 shares of the Company
owned by IDG Technology Venture Investment, Inc., a wholly-owned subsidiary
of International Data Group, Inc., whose majority of shares is held by Mr. Patrick
J. McGovern, 16,664,743 shares of the Company owned by IDG Technology
Venture Investments, L.P., a Delaware limited partnership controlled by IDG
Technology Venture Investments, LLC, which is in turn jointly controlled by Mr.
Patrick J. McGovern and Mr. Zhou Quan, and 36,592,000 shares of the Company
owned by IDG Technology Venture Investment Ill, L.P., a Delaware limited
partnership controlled by IDG Technology Venture Investment Ill, LLC, which is
jointly controlled by Mr. Patrick J. McGovern and Mr. Zhou Quan.

1 ZERARRF 2 R BIEHIayhawk Private Equity
Fund, L.P. # % #) 88,209,568 & A~ A 7] i 15 I E
Jayhawk Private Equity Co-Invest Fund, L.P.#EH &)
5,438,432 R EIIAD o AR Z 2RPEBHITRA
HMcCarthy Kent C.Je 4 A °

2 ZF N AR A Z B % B35 A International Data
Group, Inc.(EXZH & MPatrick J. McGovernst
4 #5785 ) MEE W E 2R AIDG Technology Venture
Investment, Inc. % & #925,473,954 i A A AR
FIDG Technology Venture Investments, LLC(;Z A @]
SPatrick J. McGovernt & R E 2 Jo 4 FL RIS H) 122
Hl O R ZE N AR A B 2IDG Technology Venture
Investments, L.P. %A 916,664,743 A X A1AR (5 A
N FAIDG Technology Venture Investment Ill, LLC(FZ A
A]¥Patrick J. McGovernst 4 & B % o A HEE ) 12
TR N AR A B 2IDG Technology Venture
Investment IIl, L.P.#% % #36,592,0008% A& 22 AIA& 15 ©
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3. Such interest in the Company comprises:

(@ 50,253,771 shares of the Company of which 49,179,146 shares of the
Company are held by Mr. Guo Jiang, Ms. Geng's spouse; and

(b) 16,934,000 underlying shares derived from the share options granted under
the Share Option Scheme of which 11,000,000 underlying shares derived
from the share options granted to Mr. Guo Jiang, Ms. Geng's spouse, under
the Share Option Scheme,

Ms. Geng is deemed, or taken to be interested in the shares and underlying shares
held by Mr. Guo Jiang pursuant to the SFO.

4 Such interest in the Company comprises 16,664,743 shares of the Company
owned by IDG Technology Venture Investments, L.P., a limited partnership
controlled by IDG Technology Venture Investments, LLC, which is in turn jointly
controlled by Mr. Patrick J. McGovern and Mr. Zhou Quan, and 36,592,000
shares of the Company owned by IDG Technology Venture Investment Ill, L.P., a
Delaware limited partnership controlled by IDG Technology Venture Investment I,
LLC, which is in turn jointly controlled by Mr. Patrick J. McGovern and Mr. Zhou
Quan.

Save as disclosed above, as at 31st December 2010, the Company had not
been notified of any interests or short positions of substantial shareholders or
other persons in the shares and underlying shares of the Company which are
were notified to the Company and the Stock Exchange pursuant to Divisions
2 and 3 of Part XV of the SFO or required to be entered in the register
maintained by the Company pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS

Certain related party transactions entered into by the Group, as disclosed in
note 32 to the consolidated financial statements, also constitute (i) connected
transactions or (i) continuing connected transactions under the GEM Listing
Rules (as amended from time to time), and are required to be disclosed in
accordance with Chapter 20 of the GEM Listing Rules.

The following transactions between certain connected persons (as defined
in the GEM Listing Rules) and the Company have been entered into and/or
ongoing for which relevant disclosure if necessary and had been made by the
Company in accordance with the requirements of the GEM Listing Rules.

i. Connected Transactions Disclosed During the Year
Ended 31st December 2010
1. On 27th April 2010, Hong Kong Huicong International Group
Limited (“HKHC"), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement (the “Agreement”)
with JE REBFERIE S AR AT (“Huicong Construction”),
a company owned as to 80% by Mr. Guo Fansheng, an executive
Director and the Chairman of the Company. Pursuant to the
Agreement, Huicong Construction. agreed to sell its 18% equity
interest in L REHBIREFMAR AR ("Beijing Huicong”)
to HKHC at a consideration of RMB54,800,000 (equivalent to
approximately HK$62,273,000).
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HKHC is a wholly-owned subsidiary of the Company. Huicong
Construction is owned as to 80% by Mr. Guo Fansheng, an
executive Director and the chairman of the Company, and is an
associate of Mr. Guo and is therefore a connected person of the
Company. Accordingly, the Acquisition constitutes a connected
transaction of the Company under Chapter 20 of the GEM
Listing Rules and is subject to the reporting, announcement and
independent shareholders’ approval requirements. Based on
the applicable ratios, the Acquisition also constitutes a major
transaction under Chapter 19 of the GEM Listing Rules.

As at 31st December 2010, the transactions contemplated
under the Agreement has been completed. Please refer to the
announcement and circular of the Company dated 27th April 2010
and 28th June 2010, respectively, for details of the Agreement.

ii. Continuing Connected Transactions (the “Transactions”)

1.

On 28th November 2008, the two joint venture companies formed
under the Co-operation and Framework Agreement referred to the
Company’s announcement and circular dated 21st October 2008
and 7th November 2008 respectively, 3t &S 3 (X2 B ATIS(S B35
ABEPBR AR (“Sales V"), which is a connected person of the Group
and Jt REBIRIEEEEFERAR AR (“Fulfilment JV”), which is
also a subsidiary of the Company, entered into a fulfilment services
agreement (the “FSA1").

Pursuant to the FSA1, Fulfilment JV shall provide fulfilment services
to Sales JV for an initial term of 3 years (renewable for subsequent
3 year periods upon further agreement by the parties) commencing
from 28th November 2008. Fulfilment JV shall charge a fulfilment
charge for the fulfilment services provided at a percentage of
the net revenues achieved by Sales JV as follows: (a) for the first
12-month period: 66.7%; (b) for the second 12-month period:
67.3%; and (c) for the third 12-month period: 66.2%. The
annual transaction amounts for each of the four years ended 31st
December 2008 and ending 31st December 2009, 31st December
2010 and 31st December 2011 were capped at RMB4,000,000,
RMB57,000,000, RMB78,000,000 and RMB&89,000,000,
respectively. The actual transaction amount for the year ended 31st
December 2010 was RMB65,356,000.

EREZRAARTEEMBAT - BHE
BEATERRARB LT LR
B80% ks MABEEZHEAL
Hit - BEEZRA/RABTFEAL - K
WRAIZER EMARRE20H AT ARE
ZRER S - WRBSTRIR - DR EE
SIRCRELEZIRTE - ImRBALRAHE
WEB TR BIER ETRAIFE198IAT
ZEEZS -

HE_Z-ZF+-_A=+—RH  ZiH=x
BT ETR ORI - ABAFER
RARARBAHMAZZT—ZTFMA=+tAH
ZRRARB AR T -TFRA
ZHNBZBK

i. HEBEXZ(ZFEXZ))

1.

RIBZNF+—AZ+N\B  REEE
RAER W GHEHN AR R BHDRIA
TEENFHA+HRZZEENEF
T—AERMAMEER)KINMRE
BRBI(AAKEREATIERFAKE
BHiGEEHABERAR([HESER
A D EARE SRR E QR R ZIRE
EERFERAERAR(TELNAERR]))
RIS IE B AR ek ([ BRIRTS e 197 1) »

RIBBORBHZ 15 BHALERES
MIHEEEARIRMHEAORYE  B=F

NFE+—AZFTN\BRADTAEH=F
(BRI E— S HEEE=F)
BHEEARIBEIRIBESE QR ZF
ABDL - BEATIRE 2 B RRSWEUA T
BHER : ()& + =& A HiH 566.7% :
O)FE-—B+-MAHMAE67.3% : &)
FEB+ AR A66.2% - HEZT
TNF+-A=+—HB  ZETHF+=
A=+—8 -Z2—2%%+=-A=+—H
N—FE——%+-A=+—HIINEEE
EFEZFERSGEBELRDANAARE
4,000,000 + AR#¥57,000,0007C © A
R # 78,000,000 T & A & % 89,000,000
Lo BEZT—TFT_A=+—HIF
ENEBRR 528 AAREE5,356,007T

BRPBMRAT - 2010FF8] 29



Report of the Directors (continued)
EERWREE)

30

On 28th November 2008, pursuant to the Co-operation and
Framework Agreement, Sales JV and Beijing Huicong, a subsidiary
of the Company, entered into a fulfilment services agreement (the
“FSA2").

Pursuant to the FSA2, Beijing Huicong shall provide fulfilment
services to Sales JV for an initial term of 3 years (renewable for
subsequent 3 year periods upon further agreement by the parties)
commencing from 28th November 2008. Beijing Huicong shall
charge a fulfilment charge for the fulfilment services provided
based on actual cost of fulfilment plus 12%. The annual
transaction amounts for each of the four years ended 31st
December 2008 and ending 31st December 2009, 31st December
2010 and 31st December 2011 were capped at RMB740,000,
RMB9,200,000, RMB12,100,000 and RMB 13,960,000 respectively.
The actual transaction amount for the year ended 31st December
2010 was RMB10,111,000.

On 28th November 2008, pursuant to the Co-operation and
Framework Agreement, Fulfilment JV and |-}82E 850 G212
BEHHAR A T("HDBC”) entered into a data purchase agreement
(the "DPA").

Pursuant to the DPA, Fulfilment JV shall purchase data and related
products and services which requires in connection with its
fulfilment services under the FSA1 exclusively from HDBC for an
initial term of 3 years (renewable for subsequent 3 year periods
upon further agreement by the parties) commencing from 28th
November 2008. The DPA includes a price list for such products
and services that shall be based on the lowest domestic price paid
by HDBC's local clients in the PRC. The annual transaction amounts
for each of the four years ended 31st December 2008 and ending
31st December 2009, 31st December 2010 and 31st December
2011 were capped at RMB67,000, RMB817,000, RMB1,017,000
and RMB1,100,000 respectively. The actual transaction amount for
the year ended 31st December 2010 was RMB303,000.

The FSA1, the FSA2 and the DPA were approved by the
independent shareholders of the Company by ordinary resolutions
passed at the extraordinary general meeting held on 24th
November 2008. For details of the FSA1, the FSA2 and the DPA,
please refer to the announcement dated 21st October 2008 and
the circular dated 7th November 2008 of the Company.
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Pursuant to the relevant requirements under the GEM Listing Rules, the
Transactions have been reviewed by the independent non-executive
Directors. The independent non-executive Directors have confirmed that the
Transactions have been entered into (a) in the ordinary and usual course of
business of the Group; (b) on normal commercial terms or on terms no less
favourable to the Group than terms available to or from independent third
parties; and (c) in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of the shareholders
of the Company as a whole.

The Company’s auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” and with reference to Practice Note 740
“Auditors’ Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued its unqualified letter containing its
findings and conclusions in respect of the continuing connected transactions
disclosed by the Group on page 29 to 30 of this report in accordance with
Rule 20.38 of the GEM Listing Rules. The Company’s auditor confirmed
that the Transactions (a) have received the approval of the Board, (b) are
in accordance with the pricing policies of the Company in relation to those
involving provision of goods or services by the Group, (c) have been entered
into in accordance with the relevant agreement, and (d) have not exceed the
relevant annual caps. A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.

MAJOR SUPPLIERS AND CUSTOMERS

During the year, the respective percentages of purchases attributable to the
Group's five largest suppliers and the sales attributable to the Group'’s five
largest customers combined was less than 30% of the total value of the
Group's purchases and sales.

Save as disclosed in this annual report, none of the Directors, their associates
or any shareholder (which to the knowledge of the directors owns more
than 5% of the Company’s issued share capital) had an interest in the major
suppliers or customers noted above.

AUDIT COMMITTEE

Pursuant to Rule 5.28 of the GEM Listing Rules, the Company established an
audit committee on 24th July 2003 with written terms of reference based on
the guidelines set out in “A Guide for Effective Audit Committees” published
by the Hong Kong Institute of Certified Public Accountants.

The primary duties of the audit committee are to review and supervise the
financial reporting process and internal control procedures of the Group. The
audit committee comprises two independent non-executive Directors, Mr.
Zhang Ke and Mr. Xiang Bing and a non-executive Director, Mr. Li Jianguang.
Mr. Zhang Ke is the Chairman of the audit committee.
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The audit committee has reviewed with management of the Company the
accounting principles and practices adopted by the Group, the internal control
procedures, the annual results of the Group for the year ended 31st December
2010 and has met with external auditors and discussed the financial matters
of the Group that arose during the course of audit for the year ended 31st
December 2010. The audit committee held 4 meetings during the year.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Directors consider that the Company had complied with the code
provisions of the Code on Corporate Governance Practices as set out in
Appendix 15 to the GEM Listing Rules throughout the reporting period.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company total issued share
capital was held by the public as at the date of this report.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Each of the Directors and their respective associates (as defined in the GEM
Listing Rules) has confirmed that none of them had any business or interest
in any company that materially competes or may compete with the business
of the Group or any other conflict of interests with the interests of the Group
during the year ended 31st December 2010.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules and the Company considers the independent non-
executive Directors remained independent.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association
of the Company, or the laws of Cayman Islands, which would oblige the
Company to offer new shares on pro-rata basis to existing shareholders.

SUBSEQUENT EVENTS

There are no material events which have taken place subsequent to the
balance sheet date to the date of this report.
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Report of the Directors (continued)

EETHRE(

PURCHASE, SALE OR REDEMPTION OF SECURITIES
Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the shares of the Company during the year ended 31st
December 2010.

AMOUNT OF CAPITALISED INTEREST

Save as disclosed in this report, no interest has been capitalised by the Group
during the year.

AUDITOR

The financial statements have been audited by PricewaterhouseCoopers who
retire and, being eligible, offer themselves for re-appointment.

By order of the board of Directors
HC International, Inc.
Guo Jiang
Chief Executive Officer and Executive Director

Beijing, PRC, 23rd March 2011
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Corporate Governance Report

TERERMS

INTRODUCTION

Maintaining high standards of business ethics and corporate governance
practices has always been one of the Company’s goals. This report describes
its corporate governance practices, explains the applications of the principles
of the Code on Corporate Governance Practices as set out in Appendix 15 of
the GEM Listing Rules (the “Code”) and deviations, if any.

CORPORATE GOVERNANCE PRACTICES

The Company has complied no more or less with the provisions of the
Code. The Company believes that by achieving high standard of corporate
governance, the corporate value and accountability of the Company can
be enhanced and the shareholders’ interests can be maximised. The Board
has continued to monitor and review the Company’s progress in respect of
corporate governance practices to ensure compliance. Meetings were held
throughout the year and where appropriate, circulars and other guidance
notes were issued to Directors and senior management of the Company to
ensure awareness to issues regarding corporate governance practices.

DIRECTORS’ AND EMPLOYEES" SECURITIES
TRANSACTIONS

The Company has adopted written guidelines regarding Directors’ securities
transactions on terms not less than the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules on 20th March 2006.
Having made specific enquiry of all Directors, the Directors have complied
with such code of conduct and the required standard of dealings and its code
of conduct regarding securities transactions by directors throughout the year
ended 31st December 2010.

On 20th March 2006, the Board also adopted written guidelines on terms not
less than the required standard of dealings for relevant employees in respect
of their dealings in the securities of the Company. Prior to the adoption
of such an internal code of conduct regarding securities transactions by
employees, relevant employees who had in their possession of price-sensitive
information were formally briefed on the dealing restrictions in relation to
the securities of the Company at management meetings during the reporting
period.
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Corporate Governance Report (continued)
hEERWE(E)

THE BOARD OF DIRECTORS

Composition

As at the date of this report, the Board comprises seven Directors, of whom
three are executive Directors, one is non-executive Director and three are
independent non-executive Directors. The participation of non-executive
Directors in the Board provides the Company with a wide range of expertise
and experience, and plays an important role in the work of the Board and
brings independent judgement on issues relating to the Company's strategy,
performance, conflicts of interest and management process to ensure that
the interests of all shareholders of the Company have been duly considered.
All Directors have given sufficient time and attention to the affairs of the
Company. Each executive Director has sufficient experience to hold the
position so as to carry out his/ her duties effectively and efficiently.

In full compliance with Rules 5.05(1) and (2) of the GEM Listing Rules, the
Company has appointed three independent non-executive Directors, at least
one of whom has appropriate professional qualifications or accounting or
related financial management expertise. The Company has received from
each independent non-executive Director an annual confirmation of his
independence, and the Company considers such Directors to be independent
in accordance with each and every guideline set out in Rule 5.09 of the GEM
Listing Rules.

The Board as at 31st December 2010 comprised:
Executive Directors Guo Fansheng (Chairman),

Guo Jiang (Chief Executive Officer),
Guo Bingbing

Li Jianguang

Zhang Ke, Xiang Bing, Guo Wei

Non-executive Director
Independent non-executive Directors

Except that Mr. Guo Fansheng (Chairman) is the uncle of Mr. Guo Jiang
(Chief Executive Officer), there are no financial, business, family or other
relationships among the members of the Board.

All independent non-executive Directors are identified as such in all corporate
communications containing the names of the Directors.
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Corporate Governance Report (continued)
hEERWmE(E)

Board Meetings

The Board meets in person or through other electronic means of
communication at least four times every year. At least 14 days’ notice of
all board meetings were given to all Directors (unless waived in accordance
with the Articles of Association of the Company), who were all given an
opportunity to include matters in the agenda for discussion. The company
secretary of the Company (“Company Secretary”) assists the Chairman in
preparing the agenda for the meeting, and ensures that all applicable rules
and regulations regarding the meetings are observed. The meeting agenda
and accompanying board papers are sent to all Directors prior to meetings.

During the financial year ended 31st December 2010, 7 board meetings
were held and the following is an attendance record of the meetings by each
Director:

Ezggd

EX0eRBFEMARELIOR - EZTRILE
HEBEMETBATELE - 2REEFED14K
A EES SRR BA(IEREZEZMAIT A
HeERIN)  2RERHARSREBNEEIA
BEEE c ARAZARAME((RRWE DB LR
REBEERE  URRETHEAREZNERR
AIERD - EFEELAAES RN SR RITH

BHE-Z-ZF+-A=+—HIIWBFE  HEH
TREESEHE  ZSEENHRLENT

Directors Attendance E= R E
Guo Fansheng 717 BRAE 7/7
Guo Jiang 7/7 T 7/7
Guo Bingbing 171 ZBkik 1
Li Jianguang 77 FEX 717
Zhang Ke 77 KRR 717
Xiang Bing 4/7 EE 477
Guo Wei 6/7 FHr 6/7
During regular meetings of the Board, the Directors discuss and formulate the  “EEEEFHEZF TSP U HIE AT 2 B2

overall strategies of the Company, monitor financial performances and discuss
the annual and interim results, set annual budgets, as well as discuss and
decide on other significant matters.

The Company Secretary records the proceedings of each board meeting in
detail by keeping detailed minutes, including all decisions made by the Board
together with concerns raised and dissenting views expressed (if any). Drafts
of board minutes are circulated to all Directors for comments and approval
as soon as practicable after the meeting. All minutes are open for inspection
at any reasonable time on request by any Director. All Directors have access
to relevant and timely information at all times as the Chairman ensures that
management will supply the Board and its committees with all relevant
information in a timely manner.
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Corporate Governance Report (continued)
hEERWE(E)

Delegation by the Board

The Company has set out the respective functions and responsibilities reserved
to the Board and those delegated to management. The Board delegates day-
to-day operations of the Group to executive Directors and senior management
while reserving certain key matters for its approval. The Board is responsible
for the approval and monitoring of the Company’s overall strategies and
policies; approval of business plans; evaluating the performance of the
Company and oversight of management. It is also responsible for promoting
the success of the Company and its businesses by directing and supervising
the Company'’s affairs.

Decisions of the Board are communicated to the management through
executive Directors who have attended at board meetings.

Term of Appointment and Re-election

Under the provision A.4.1, non-executive Directors should be appointed for
a specific term, subject to re-election. Each of the existing non-executive
Directors, namely Mr. Li Jianguang, Mr. Zhang Ke, Mr. Xiang Bing and Mr.
Guo Wei was appointed for a fixed term of one year, subject to rotation and/
or re-election at the annual general meeting of the Company, as specified
by the Articles of Association of the Company. Under the provision A.4.2, all
directors appointed to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after their appointment and every
director, including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

On 10th November 2006, a special resolution was passed by the shareholders
of the Company to approve the amendments to the Company’s Articles of
Association to ensure compliance with the Code. Pursuant to the amended
provisions of the Articles of Associations of the Company, any Director
appointed by the Board shall hold office only until the next following general
meeting of the Company (in the case of filling a casual vacancy) or until
the next following annual general meeting of the Company (in the case of
an addition to the Board), and shall then be eligible for re-election at that
meeting. At each annual general meeting, one-third of the Directors for the
time being (or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office by rotation,
provided that every Director (including those appointed for a specific term)
shall be subject to retirement by rotation at least once every three years.
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Corporate Governance Report (continued)
hEERWmE(E)

CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

To improve transparency and independency, the roles of the Chairman and
the Chief Executive Officer of the Company are segregated and are not
exercised by the same individual.

The Chairman is responsible for ensuring that the Board functions effectively
and smoothly. In doing so, the Chairman ensures that good corporate
governance practices and procedures are established and followed, and that
all Directors are properly briefed and received all relevant information prior to
each meeting.

Mr. Guo Fansheng assumes the role of the Chairman of the Company. He is
responsible for overseeing the implementation of corporate strategies of the
Company. Mr. Guo Jiang assumes the role of the Chief Executive Officer of
the Company. He is responsible for overseeing the day-to-day operations of
the Company.

REMUNERATION COMMITTEE

The remuneration committee was established on 20th March 2006. The
Chairman of the committee is Mr. Zhang Ke (independent non-executive
Director) and other members include Mr. Guo Jiang (executive Director),
Mr. Li Jianguang (non-executive Director), Mr. Xiang Bing and Mr. Guo Wei
(independent non-executive Directors).

The remuneration committee is responsible for formulating and
recommending the Board in relation to the remuneration policy, determining
the remunerations of executive Directors and members of the senior
management of the Company, and reviewing and making recommendations
on the Company’s share option scheme, bonus structure, provident fund and
other compensation-related issues. The remuneration committee consults
with the Chairman and/ or the Chief Executive Officer on its proposals and
recommendations.

Prior to the formation of the remuneration committee, such duties were
performed by the Board.
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Corporate Governance Report (continued)
hEERWE(E)

The remuneration committee is provided with other resources enabling
it to discharge its duties such as the access to professional advice if and
when necessary. For the financial year ended 31st December 2010, the
remuneration committee held 1 meeting. The individual attendance record of
each member is as follows:

FHZEeRRHBINERNBEITERE 84S
ERBAZERR -BE_T-TF+-A=+—H
IEMREE - FHEESRAM—REH  TEER
B ERREMT

Members Attendance K& R E
Zhang Ke 1711 K% 11
Guo Jiang 1711 =BT 11
Li Jianguang 171 FEk 11
Xiang Bing 01 IEE 01
Guo Wei 171 R 11
Full minutes of the remuneration meetings are properly kept by the Company. ARARZARFHFHNEE € > 2B @H T - REE

In line with practices consistent with meetings of the Board and other
committee meetings, draft and final versions of remuneration committee
meeting minutes are circulated to all members of the remuneration committee
for comments, approval and record as soon as practicable after each meeting.

At the meetings of the remuneration committee held in the period under
review, the members of the remuneration committee have reviewed the
Group’s remuneration policy and discussed the remuneration packages of
Directors and senior management for the forthcoming financial year.

The emoluments of the Directors and the management are determined
based on the operating results of the Company, individual performance and/
or prevailing market conditions. The Company has also adopted the Share
Option Scheme as an incentive to Directors and senior management.

NOMINATION OF DIRECTORS

The Company does not establish a nomination committee. The Board
is empowered under the Company’s Articles of Association to appoint
any person as a director either to fill a casual vacancy on or, subject to
authorization by the shareholders of the Company in general meeting, as
an additional member of the Board. Qualified candidates will be proposed
to the Board for consideration and the selection criteria are mainly based on
the assessment of their professional qualifications and experience. The Board
selects and recommends candidates for directorship having regard to the
balance of skills and experience appropriate to the Group’s business.

Ms. Guo Bingbing has been appointed by the Board as an executive Director
with effect from 10th November 2010. Ms. Guo shall retire and be eligible
for re-election at the forthcoming annual general meeting in accordance with
the articles of association of the Company. For details, please refer to the
announcement dated 10th November 2010.
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Corporate Governance Report (continued)
ﬁ% oA #Ei(

AUDIT COMMITTEE AND ACCOUNTABILITY

Management provides all relevant information and records to the Board
enabling the Board to make assessment and to prepare the financial
statements and other financial disclosures. In full compliance with Rule 5.28
and 5.33 of the GEM Listing Rules, the audit committee was established
in July 2003 and is currently chaired by Mr. Zhang Ke, (independent non-
executive Director). Other members of the audit committee include Mr. Li
Jianguag (non-executive Director) and Mr. Xiang Bing (independent non-
executive Director).

The audit committee’s primary duties include ensuring the Company’s
financial statements, annual and interim reports, and the auditors’ report
present a true and balanced assessment of the Company’s financial
position; reviewing the Company’s financial control, internal control and risk
management systems; and reviewing the Company'’s financial and accounting
policies and practices.

BEREZERHEBE
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ﬁﬁﬁaﬂaﬂﬁﬁzﬁﬂ%#&ﬁ&;ﬁ\ﬁﬁﬁﬁﬁ%ﬁa§ J%}E
BETRIER ETRAIES.28%5.3316 - ARER=ZE
E=FLARYBEREZEE ' BA Ehéﬁﬁf‘ei(?;m
HERTER)RIEE - BREZESHHMKERIE
FENEEGERTES) RIEESE B IERNITE
%)

EREZEGTEREBEERARR ZMBERE
FHETHREARZEMREEELN TR AR

7%%%#& BAAATZ BB - ABEER
RERHE - RRHAATZ MR BERE
%ﬁm

The audit committee is provided with sufficient resources enabling it to B ZEeERELKEIHNERNETHES - 2=
discharge its duties. For the financial year ended 31st December 2010, the T—ZH&+-A=-+—HIMBFE  EZZ8eH
audit committee held 4 meetings. The individual attendance record of each ~ AR &% - ZESSKENHFRRENT ¢
member is as follows:

Members Attendance W& R E
Zhang Ke 4/4 R 4/4
Xiang Bing 174 IE& 1/4
Li Jianguang 44 FE¥H 4/4
The audit committee has reviewed with management of the Company the E|&ZE€DHEHANFERERMANE B K WE’J@f
accounting principles and practices adopted by the Group, the internal control  REI R B - *B?T BFARREERHE
procedures, the financial results of the Group during the year ended 31st —ZF+ - A=+—H I FE 7 PHEEE - LA&EEUI\
December 2010 and met with external auditors and discussed the financial EZHMEeEIFHRRETEEZE_Z—ZF+_A

matters of the Group that arose during the course of audit during the year
ended 31st December 2010 The audit committee held 4 meetings during the
year.

Full minutes of all audit committee meetings are properly kept by the
Company. In line with practices consistent with meetings of the Board and
other committee meetings, draft and final versions of audit committee
meeting minutes are circulated to all members of the audit committee for
comments, approval and record as soon as practicable after each meeting.

The Directors’ responsibilities for the financial statements and the

responsibilities of the external auditors to the shareholders are set out on
pages 42 to 43 of this report.
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Corporate Governance Report (continued)
hEERWE(E)

AUDITOR’'S REMUNERATION

The audit committee of the Company is responsible for considering the
appointment of the external auditors and reviewing any non-audit function
performed by external auditors, including whether such non-audit functions
could lead to any potential material adverse effect on the Company. During
the year under review, the Company has paid an aggregate of HK$2,290,000
and HK$880,000 to the external auditors for its audit and other audit-related
services, respectively.

INTERNAL CONTROL

The Board is responsible for maintaining sound and effective internal control
systems for the Group to safeguard the Company’s assets and shareholders’
interests, as well as for reviewing such systems’ effectiveness. The Board
conducts review of the Company’s internal control systems periodically,
covering financial, operational and compliance controls and risk management
functions. In such review, the Board has considered factors such as changes
since the last review; scope and quality of management’s monitoring of
risks; incidence of significant control failings and weaknesses identified; and
effectiveness relating to financial reporting and compliance with the GEM
Listing Rules.

INVESTOR RELATIONS

The Company discloses all necessary information to the shareholders in
compliance with the GEM Listing Rules. The Directors host the annual general
meeting each year to meet the shareholders of the Company and answer
their enquiries (if any). The Directors make efforts to attend annual general
meetings so that they may answer any question raised by the shareholders of
the Company.

The proceedings of the annual general meetings are reviewed from time
to time to ensure the Company conforms to the best practices regarding
corporate governance.

The Company also communicates with its shareholders through its annual,
interim and quarterly reports. The Directors, Company Secretary or other
appropriate members of senior management also respond to inquiries from
shareholders and investors promptly.
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Independent Auditor’s Report

B 2B S

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF HC INTERNATIONAL, INC.
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of HC International,
Inc. (the “Company”) and its subsidiaries (together, the “Group”) set out
on pages 44 to 116, which comprise the consolidated and company balance
sheets as at 31st December 2010, and the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial
statements

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

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, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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Independent Auditor’s Report (continued)
B AZE RS (F)

Opinion

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd March 2011
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Consolidated Statement of Comprehensive Income

e B EHR AR

2010 2009
—E-ZF —EThF
Note RMB’000 RMB’'000
Htst ARMT T ARBFIT
(Restated)
(E31))
Continuing operations FEREHER
Revenue SHEUWA 5 389,126 317,088
Cost of revenue SHE A 22 (110,943) (79,653)
Gross profit EA 278,183 237,435
Other income H g A 21 6,076 2,504
Selling and marketing expenses SHEMTSHEEEZER 22 (194,388) (140,518)
Administrative expenses 1T E R 22 (90,407) (89,659)
Gains on disposal of a jointly controlled entity S SRR S B 2 s - 2,100
Share of profit of an associated company D E N B R A 10 1,287 271
Profit before income tax B P15 BRI A 751 12,133
Income tax expense FriSEif sz 24 (648) (2,350)
Profit for the year from continuing operations BB EEG 2 NEE R T 103 9,783
Discontinued operations BB
Profit/(loss) for the year from discontinued IR PR Y REZFEH
operations (E518) 25 8,276 (5,016)
Profit for the year REZ @A 8,379 4,767
Other comprehensive loss: Hfh 2 TH 518
Currency translation difference EEEN =R (645) (33)
Total comprehensive income for the year, AFEEEEBALRE
net of tax (HERTE) 7,734 4,734
Profit attributable to: THIATREEEF :
Equity holders of the Company RARE=RFEA 6,935 2,130
Non-controlling interests ESuliig T 1,444 2,637
8,379 4,767
Total comprehensive income attributable to: THATELZEBRAEEE
Equity holders of the Company RNATEZRFEA 6,290 2,097
Non-controlling interests FEFERR AR 1,444 2,637
7,734 4,734
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Consolidated Statement of Comprehensive Income (continued)
REEERAREKE)

Note 2010 2009
Htat —E-ZF —ETNEF
Earnings per share from continuing and KATERITE AEL
discontinued operations attributable to BEREERREL
the equity holders of the Company REEBZBSREF
(expressed in RMB per share) (LBRAR®HIE)
Basic (loss)/earnings per share BRERN(ER), B
From continuing operations B S TS 27 (0.0027) 0.0147
From discontinued operations 4R | PR FETE 27 0.0169 (0.0103)
Diluted (loss)/earnings per share FREEE(EE),BF|
From continuing operations B ST 27 (0.0027) 0.0147
From discontinued operations IR\ IR T 27 0.0167 (0.0103)
The notes on pages 51 to 116 are an integral FE51E2 116 5K
part of these consolidated financial statements.  A4R A B FSHRERAEEEZL D -
Dividends [ d= 28 - -
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Consolidated Balance Sheet

e BERBR

2010 2009
—E-ZF —EThF
Note RMB’000 RMB’'000
Htat AR¥T T ARBFIT
ASSETS BE
Non-current assets FRBEE
Land use rights b {5 F A 6 18,152 18,579
Intangible assets A E 7 6,731 10,807
Property, plant and equipment ME - BE N 8 140,468 64,429
Investment in an associated company REtE RN T 2 &RE 10 2,795 1,508
Deferred income tax assets RIS EE 19 1,735 3,501
Long term deposit RS 11 1,749 1,659
171,630 100,483
Current assets REBEE
Trade receivables FEUBE TR 11 18,848 22,923
Deposits, prepayments and other receivables B - T F0E R E AR GRIE 11 7,214 16,053
Direct selling costs BEEEER A 12 39,248 10,173
Amount due from a related company JE UK B B RIE 13 981 861
Amount due from an associated company U & A B 5RIR 10 23,390 21,899
Cash and cash equivalents RERREEEY 14 188,424 201,119
.. 278005 273,028
Total assets HWEE 449,735 373,511
EQUITY i
Equity attributable to the Company’s AABEREE AELER
equity holders
Share capital R A 15 52,116 52,055
Other reserves E b 16 224,395 265,273
Accumulated losses 2xtEiE (96,081) (103,016)
180,430 214,312
Non-controlling interests Eaaliig 2,795 8,999
Total equity R 183,225 223,311
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Consolidated Balance Sheet (continued)
EBEBERE)

2010 2009
—E-ZF —ETNEF
Note RMB’000 RMB’000
otz ARETT ARETTT
LIABILITIES =N
Non-current liabilities ERBERE
Deferred income tax liabilities BIEMBHARE 19 - -
Current liabilities RBAE
Trade payables FERTRRER 18 2,262 2,332
Accrued expenses and other payables fEET & B & H A e FoE 18 50,311 22,279
Deferred revenue EEUW A 18 195,965 107,363
Other taxes payable Hh e 1B 20 12,548 12,351
Income tax payable FEBIFTIS 20 5,424 5,875
Totalliabilites  _ _ __________________®&8& .| 2650 | 150200
Total equity and liabilities BREZREE 449,735 373,511
Net current assets REBEEFE 11,595 122,828
Total assets less current liabilities BEERARBAE 183,225 223,311

The financial statements on pages 44 to 116 were approved by the Board of ~ H#44ZE116EMABEHREN T ——F=F=-1+=H

Directors on 23rd March 2011 and were signed on its behalf. BEZgHATHTIESRREZSHE
GUO Fansheng GUO lJiang GUO Bingbing
Director Director Director
BAE 153 197/ 97/
EE EE EE

The notes on pages 51 to 116 are an integral part of these consolidated — #512116 BT AL A P IEHRERNBELTD ©
financial statements.
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Balance Sheet

BEBRER

2010 2009
—E-ZF —TTNF
Note RMB’000 RMB’'000
HiaE AR®T T AREET T
ASSETS BE
Non-current assets RBEE
Investments in subsidiaries R B AR ZIE 9 1,956 1,956
1,956 1,956
Current assets REBEE
Loan to a subsidiary LT —RMBARER 9 181,986 181,856
Other receivables H{th fE U OB 11 122 127
Cash and cash equivalents R MESEEY 14 5 5
Total current assets BREEE 182,113 181,988
Totalassets . ... .. ®&® .| ... 18069 | 183,944
EQUITY =
Equity attributable to the Company’s ARATEREE ABELERS
equity holders
Share capital A& X 15 52,116 52,055
Other reserves H 16 166,981 159,810
Accumulated losses 2xtEiE 16 (35,260) (28,161)
Total equity e 183,837 183,704
LIABILITIES =L
Current liabilities REBEE
Accrued expenses and other payables fET & B N E A fE S ROE 18 232 240
Total liabilities HweE 232 240
Total equity and liabilities BERREE 184,069 183,944
Net current assets RBEEFRE 181,881 181,748
Total assets less current liabilities HwEERABARS 183,837 183,704

The financial statements on pages 44 to 116 were approved by the Board of
Directors on 23rd March 2011 and were signed on its behalf.

GUO Fansheng
Director
BRE
BFE

GUO lJiang
Director
T
EE

The notes on pages 51 to 116 are an integral part of these consolidated

financial statements.
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Consolidated Statement of Changes in Equity

d5 N7
/ S * / N II\I:III\ @J ig
X

Attributable to the Company’s

equity holders
RARRREEAEE
Non-
Share Other  Accumulated Controlling
capital reserves losses Sub-total interest Total
B Rfbfte 2B N FERER a3t
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Mt AREBTR  AR%TE  ARETT  ARMTR  ARETL  ARETR

Balance at 15t January 2009 W-BEhE-A-BLH 52,055 250968 (105146) 206,877 5,958 212,835
Comprehensive income 2EBA
Profit for the year REFHF = - 2,130 2,130 2,637 4,767
Other comprehensive loss Hft2EEE
Currency translation difference EREHZE 16 = (33) = (33) - (33)
Total comprehensive income 2ERALE - (33) 2,130 2,097 2,637 4,734
Transactions with owners REBAETZRS
Share option scheme-value of B e - ERRGEE

employee services 16 - 5338 - 5338 = 5338
Contribution from non-controlling ~ FE2fERTE

interest - - - - 404 404
Total transactions with owners ~ BEEAETZREAE - 5,338 - 5,338 404 5,742

Balance at 31st December 2009 RZEENE+_A=1—H

fea 52,055 265,273 (103,016) 214312 8,999 223311

Balance at 1st January 2010 W-E-2E-f-BLH% 52,055 265,273 (103,016) 214312 8999 23311
Comprehensive income 2EHA
Profit for the year REFHA - - 6,935 6,935 1,444 8,379
Other comprehensive loss HEt2EEE
Currency translation difference EREHZE 16 = (645) = (645) - (645)
Total comprehensive income 2ERALE - (645) 6,935 6,290 1,444 7,734
Transactions with owners BEBAETZRS
Share option scheme-value of BRETE - EEREEE

employee services 16 - 7,931 - 7,931 - 7,931
Acquisition of additional interestina  WtEEHB A RIESMER

subsidiary 17 - (48 474) - (48 474) (7,648) (56,122)
Exercise of share options {16 RE 61 310 - 3N = 3N
Total transactions with owners BB AETZRZLE 61 (40,233) - (40,172) (7,648) (47,820)

Balance at 31st December 2010 WZE-FF+-A=1-H
B 52,116 224,395 (96,081) 180,430 2,795 183,225

The notes on pages 51 to 116 are an integral part of these consolidated — F51E 116 BMHEALGRA P EMERNEEL D -
financial statements.
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Consolidated Cash Flow Statement

ERTRER

2010 2009
—E-ZF —EThF
Note RMB’000 RMB’'000
Mzt ARBTF T ARBFIT
Cash flows from operating activities REXBRERE
Cash generated from operations KEXBEEZRE 29(a) 97,799 63,276
Interest received BUF B 2,077 2,513
The People’s Republic of China (“PRC") BT ZEE ARAAMBE ([HE )
income tax paid P11 (783) (1,276)
Net cash generated from operating activities BRI VISR AR 99,093 64,513
Cash flows from investing activities RETBHZRERE
Repayment from/(purchase of) an entrusted fund {E3EE4 2 B, (BA)
P18 3kI8 10,000 (10,000)
Purchase of property, plant and equipment BAYE - BB N 29(d) (77,864) (17,311)
Purchase of intangible assets BARLEE 7 (21) (1,295)
Proceeds from disposal of property, HEME - BEKEESHRIE
plant and equipment 29(b) 75 139
Proceeds from disposal of a o HRE S E B ASKIE
jointly controlled entity - 2,100
Acquisition of additional interest in a subsidiary, — UgBERH B A RIZEIMEZS (BIE
including transaction costs RSEA) 17 (56,122) =
Proceeds from disposal of a subsidiary, o B BT a8 A R AT RIE (F0BR
net of cash and cash equivalents disposed of SRS RESEED) 29(c) 12,418 =
Net cash used in investing activities WEEB) 2R SR FRE (111,514) (26,367)
Cash flows from financing activities REFTHZRERE
Capital contribution from minority shareholders >R R E=ITE - 404
Exercise of share options 1T{E IR 16 371 =
Net cash generated from financing activities MEEHZIRERAERE 371 404
Net (decrease)/increase in cash and Ba RReFEWORD), N
cash equivalents e (12,050) 38,550
Cash and cash equivalents at beginning RENZ R RBESEED
of the year 201,119 162,602
Exchange loss on cash and cash equivalents ReRBEFEYENEE (645) (33)
Cash and cash equivalents at end of the year RER R MR EED 188,424 201,119
The notes on pages 51 to 116 are an integral part of these consolidated — $51E116 BT A4r A M IERENBEL D ©

financial statements.
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Notes to the Consolidated Financial Statements

ZH—-

M\

B BHRRNH

GENERAL INFORMATION

HC International, Inc. (the “Company”) and its subsidiaries (together
the “Group”) organise a business-to-business community across China
by providing business information through both on-line and offline
channels. The Group operates an on-line market place and provides
industrial search result prioritising services through its business-to-
business website “hc360.com”. The Group also publishes its own trade
catalogues and yellow page directories and generates market research
reports in China.

The Company is a limited liability company incorporated in the Cayman
Islands. The address of its registered office is 4th Floor, One Capital
Place, P.O. Box 847, George Town, Grand Cayman, Cayman Islands,
British West Indies.

The Company has its primary listing on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in thousands
of units of Renminbi (RMB’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the
Board of Directors on 23rd March 2011.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

(a) Basis of preparation
The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRS") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") and under the historical cost convention.

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements, are disclosed in Note 4.

— &R

ZBIAERAR([ARAE ) REME AR (FHE
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RETERSHERERB(industrial search
result prioritising services) o %2 B JRA R H
REARZ 2 ITHEBHREEBH - RIBftHm
SRR

RRBR D —RRAAEREFMERIZERR
A) - HeEf gt E R AR 4th Floor, One Capital
Place, P.O. Box 847, George Town, Grand
Cayman, Cayman Islands, British West Indies °
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2 FTESHBEBEw)

(a) Basis of preparation (Continued) (a) mRUEEH)

The classification of certain items on the consolidated statement
of comprehensive income for the year ended 31st December 2010
has been changed, primarily as a result of continued expansion
of on-line services. In prior years, the Group can be regarded as a
conglomerate, which included on-line service, trade catalogues,
market research and other service businesses. Payroll costs of
salesmen and agents’ commission costs were classified as part
of cost of revenue. In the current year, such costs were classified
as selling and marketing expenses in the consolidated statement
of comprehensive income. Management considers the change in
classification can provide more relevant financial information to the
users about the business performance and operations of the Group
as the Group continues to focus on its on-line business. The revised
classification is consistent with common industry practice for on-
line service business. The reclassification is applied retrospectively,
and hence, the comparative figures in the consolidated statement
of comprehensive income for the year ended 31st December 2009
are restated. The following is the effect of the reclassification:

AR ERE T EMARE  #E2=2—F
F+ZA=T—HLEFENGEZEKA
HENETIEEDBEEMES - RBEF
B AEEREEARERE  RIEEH
MRS - TR A & - TISHEREMAR
TEET - SHEABTERARARERASK
ROBAHERAR c RAFE - BEAKA
DAL AEERARK Z HERTISH
BER BEERR BRASEEES
ERBEEER - prEEE R AFERER
HEZHRAEE BRI R EEZHE
B AR o IE8R] D R — R G B A AR
ENEOER—X c EFHECRWE
A BEREEIEE=_TTNLF+=A
=+ —HIEFELHAEZEARAREALE
HT L TAENHBENTE

2009

—ETNF

RMB’000

ARBFIT

Increase in selling and marketing expenses SHE R mHEEE AL 65,054
Increase in administrative expenses TTEE AN 6,048
Decrease in cost of revenue HERARD (71,102)

52 HC International, Inc - Annual Report 2010



Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBEHSEw
POLICIES (Continued)

The following new standards and amendments to standards are AT R RERBT AR IREFIR =

mandatory for the first time for the financial year beginning 1st —ZF - —HRBZHMERFEER

January 2010.

(a) Basis of preparation (Continued) (a) MBEE(H)

e HKFRS 3 (revised), ‘Business combinations’ and consequential o ABMBWMEEREIF(KIEET)
amendments to HKAS 27, ‘Consolidated and separate [EBE 6 I ARB B AERIFE27
financial statements’, HKAS 28, ‘Investments in associates’ SRR MBI M EREK] - BEE
and HKAS 31, ‘Interests in joint ventures’, are effective FTEERI 28R MEk & AR 2K E |
prospectively to business combinations for which the REBSERENRIRNEED
acquisition date is on or after the beginning of the first o kEm [ ERIEET - BB R H
annual reporting period beginning on or after 1st July 2009. ABZTTNFLA B ZEFAS

B & EFERREM 2 2B

EIEEOHER
The revised standard continues to apply the acquisition I IBE T AR BB N TS & DT I
method to business combinations but with some significant L - BB RS 4R
changes compared with HKFRS 3. For example, all payments FEIFAETERNENR - a0 - WiE
to purchase a business are recorded at fair value at the BB NRYERKERRZ
acquisition date, with contingent payments classified as ANTEEZY - MHEREB KA
debt subsequently re-measured through the statement of NFRAREZEREERARKE
comprehensive income. There is a choice on an acquisition- FatE o Rt ERMES 2 IFER
by-acquisition basis to measured that non-controlling interest AR - AR T BB L
in the acquiree either at fair value or at the non-controlling NSREEE S Say e
interest’s proportionate share of the acquiree’s net assets. All BEFELPIGTE - TBEWER
acquisition related costs are expensed. AR AR AT 8 o

e HKAS 27 (revised) requires the effects of all transactions with o FHEGEERFE 275 (LB R
non-controlling interests to be recorded in equity if there is TE v PRSI - A AR
no change in control and these transactions will no longer BZERGNZEVATERERF
result in goodwill or gains and losses. The standard also 2% - W ERGH T BEEFEK
specifies the accounting when control is lost. Any remaining Bax o ZIEAERITNE] AR K A P il 1
interest in the entity is re-measured to fair value and gain or ZEETRER A - RZERZ(EM
loss is recognised in profit or loss. BT ESEATEENE 85

AR IR TERR

During the year, the Group acquired 18% the issued and FA - REEWERRRIREHE
paid share capital in an existing subsidiary of the Company, NRIZ18% B BT RBRRA - 7Z
the impact on this transaction is recorded in equity at carrying L7 B EEENERSEE ©
value. Please refer to Note 17 for details. B2 REMEET7
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

HKAS 17 (amendment), Leases, deletes specific guidance
regarding classification of leases of land, so as to eliminate
inconsistency with the general guidance on lease
classification. As a result, leases of land should be classified as
either finance or operating leases using the general principles
of HKAS 17, i.e., whether the lease transfers substantially
all the risks and rewards incidental to ownership of an asset
to the lessee. Prior to the amendment, land interest which
title is not expected to pass to the Group by the end of the
lease term was classified as operating lease under “land use
rights”, and amortised over the lease term.

HKAS 17 (amendment) has been applied retrospectively for
annual periods beginning 1st January 2010, in accordance
with the effective date and transitional provisions of the
amendment. The Group has reassessed the classification of
unexpired land use rights as at 1st January 2010 on the basis
of information existing at the inception of those leases and
conclude that the land use rights remain, as operating lease,
and thus there is no impact for this amendment.

The following new standards, amendments to standards and
interpretations are mandatory for the first time for the financial
year beginning 1st January 2010, but are not currently relevant to
the Group:

HKFRS 1 (Revised)

First time adoption of HKFRSs

HKAS 39 (Amendment)  Eligible hedge items

HK(IFRIC)-Int 17

Distribution of non-cash assets to
owners

HKFRS 1 (Amendment)  Additional exemptions for first-time

adopters

HKFRS 2 (Amendment)  Group cash-settled share-based payment

transaction

Improvements to HKFRS published by HKICPA in October 2008:

HKFRS 5 Non-current assets held for sale

and discontinued operations (and
consequence amendment) to HKFRS 1
“First-time adoption”)
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (Continued)

FESHBEBRE @)

(a) Basis of preparation (Continued) (a) mMEEE(E)

Improvements to HKFRS published by HKICPA in May 2009:

BERHDLAGR-T
BB BRSNS

THFERABMZ

HKAS 36 Unit of accounting for goodwill AR EEEREN N
impairment test $£365% BETE
HKAS 38 Additional consequential amendments BT LER RABVBREEL
arising from HKFRS 3 (revised) and 3857 35 (K1&FT) 51
measuring the fair value of an HIBEINELIRIER] I
intangible asset acquired in business ST REBE AT
combination BILEAEN A TE
HKAS 39 Treating loan prepayment penalties as el REFENE 2 REY
closely related derivatives 3957 HEATTETA
HKAS 39 Cash flow hedge accounting HEgst AL RenESEHHN G
395 BRI2
HK(IFRIC) 16 Hedges of a net investment in a foreign BB (BRIEERE N ERIRE R
operation “HEEE®)
—2REE165%
HKFRS 2 Scope of HKFRS 2 and HKFRS 3 (revised) EBMISREER BHAVISIREEL
F25% FE2R BB
S AERIE 3%
& E (L185])
HKAS 39 Scope exemption for business el E¥BEHEHNNEE
combination contracts $39%% R
HK(FRIC)-Int 9 and Reassessment of embedded derivatives BB (BRI ERE EFBRANTELR
HKFRS 3 (revised) 2EZEY)
—REEIRR
BBV BHRE
ZERIZE35%
(F1EET)
HKAS 1 (Amendment)  Current/non-current classification of BT LER| AR T BRIk
convertible instruments F19:(1ERT) MBS S
HKAS 7 Classification of expenditures on HEgEER REREEMNRAZH
unrecognised assets ET5
HKAS 18 Determining whether an entity is acting el EEEERSIER
as a principal or as an agent F185% LZFEASRIER
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBERBE®

POLICIES (Continued)

(a) Basis of preparation (Continued) (a) mRUEEH)

New standards, amendments and interpretations to existing WERARAN —Z—SF—A— AR
standards have been issued but are not effective for the financial Z W B N E AR B 18 R A B2 3T
year beginning 1st January 2010 and have not been early adopted. Al - WIRAER 2 EFT M2 kE -

56

Effective for
annual periods

beginning on or after

RT3 B HRBER
ZERNFERBER

HKAS 32 (Amendment)

Classification of rights issue

1st February 2010

EE e ERE325% (IB3]) A48 —ZT-TF_A—H
HK(IFRIC)-Int 19 Extinguishing financial liabilities with equity instruments 1st July 2010
R (AR BRE2REEES) BEMBRATAZ 2 RAE —ZT-ZF+H—H
—RBE195%
Amendment to HKFRS 1 Limited exemption from comparative HKFRS 7 disclosures 1st July 2010
for first-time adopters
BB HREERE15R 2 EET HERRMERHEEM RS EFTRLREERZ —ZFtHA—H
BREAR
HKAS 24 (Revised) Related party disclosures 1st January 2011
EE SR 24557 (K1E3T) BEALR D —T—%—F—H
Amendment to HK(IFRIC)-14 Prepayments of a minimum funding requirement 1st January 2011
R (AR BRE2REEES) RIEERBRK 2 FANFIA —T—F—H—H
—REFE 4R 2 &R

HKFRS 9 Financial instruments 1st January 2013
BRI EZERIFE IR SRTHE E—=F—H—H
Improvements to HKFRS published by HKICPA in May 2010:

BESFMAGN_Z—ZF A ARMEE B EIREER 2 2o

HKFRS 3 (Revised) Business combinations 1st July 2010
BB I RE SRS 35 (AEFT e 6 —ZE-ZF+H—H
HKFRS 1 First-time adoption of HKFRS 1st January 2011
BB GHREERE 15 BRI TSR S 2ER —T—F—HA—H
HKFRS 7 Financial instruments: disclosures 1st January 2011
BTG EERIE 75 TEITA K —Z—F—H—H
HKAS 1 Clarification of statement of changes in equity 1st January 2011
BEEERE155R R E R A —E—%F—H—H
HKAS 27 Consolidated and separate financial statements 1st July 2010
EEEERIE275% e MBS B Tk —ZE-ZFt+H—H
HKAS 34 Interim financial reporting 1st January 2011
BB g ERIZE3457 bl p s En —T—F—HA—H
HK(IFRIC)-Int 13 Customer loyalty programmes 1st January 2011
Bt (RS HRERELZEES) B RS —Z—F—H—H

—R2EE13%
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBEHSEw

POLICIES (Continued)

(a) Basis of preparation (Continued) (a) mMEEE(E)
The Group has already commenced an assessment of the impact REEERMHEZ SN B BM S mEE
of these new HKFRS but is not yet in a position to state whether Bz 28 MERAREERZ SN BB
these new HKFRS would have a significant impact on its results of HEE G R HL LB RIBEARE
operations and financial position. HERTE -

(b) Consolidation (b) &RE
The consolidated financial statements include the financial FEVBRRBEARTREMEGHER
statements of the Company and all of its subsidiaries made up to AEET-A=t—HIEZHB®RE -

31st December.

(i)  Subsidiaries (i) HBLE

Subsidiaries are all entities over which the Group has M@ AR ARG B A EEE K
the power to govern the financial and operating policies REEBRRZEBER U —RE
generally accompanying a shareholding of more than one BiRY BTN 2 BAE - TERTE A
half of the voting rights. The existence and effect of potential SERSEGEMERE g8
voting rights that are currently exercisable or convertible AEEBRERHZERAA T17
are considered when assessing whether the Group controls fEok ] Tain 2 BIERERERERY
any entity. Subsidiaries are fully consolidated from the date 2 o [T AR R HIEEE T ASE
on which control is transferred to the Group. They are de- Bz BREESE AR - WS
consolidated from the date that control ceases. R B R GIR GRS AR

The Group uses the acquisition method of accounting REBHA T BEEAERELE
to account for business combination. The consideration B2 AR % - SHUEEE A RFT
transferred for the acquisition of a subsidiary is the fair values EERRENASEEREE  E4X
of the assets transferred, the liabilities incurred and the equity BERETRAER 2 ATE - A
interest issued by the Group. The consideration transferred HEREBELEEIARELEESL
includes the fair value of any asset or liability resulting from ZEMEBENBBEZATE - Wi
a contingent consideration arrangement. Acquisition-related MR AR E ERFSIEZ ) o FTIR
costs are expensed as incurred. Identifiable assets acquired B AR EEREBEHEEZE
and liabilities and contingent liabilities assumed in a business BERIABBEVFRESHKEB
combination are measured initially at their fair values at the oz AFERE o BIEBEFEKEE
acquisition date. On an acquisition-by-acquisition basis, the A AEERAFELIERER
Group recognises any non-controlling interest in the acquiree 15 P W S 1 )& B VA A LE DIl i R
either at fair value or at the non-controlling interest’s AR FTUEE A 7] 2 FEFE A A RS -

proportionate share of the acquiree’s net assets.

Investments in subsidiaries are accounted for at cost FABT BB R B2 38 & Th iR K AN HI R
less impairment. Cost is adjusted to reflect changes in B - AEXARNAERBIERT
consideration arising from contingent consideration ARBELEZREBED - KATE
amendments. Cost also includes direct attributable costs of FEREERERIERR

investment.
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBEBEw)
POLICIES (Continued)
(b) Consolidation (Continued) (b) =A@
(i)  Subsidiaries (Continued) () HKIBAE(E)
The excess of the consideration transferred, the amount FrEE R E - PR Rl Z EfI3E
of any non-controlling interest in the acquiree and the TRER B RN KEBRB AT
acquisition-date fair value or any previous equity interest in Bk B ER AT A R 2 IR
the acquiree over the fair value of the identifiable net assets REmBmpT BRI EEFEY
acquired is recorded as goodwill. If this is less than the fair NFEZZBARINEEE o WZ
value of the net assets of the subsidiary acquired in the case HEERNUREBEAMB AR EE
of a bargain purchases, the difference is recognised directly in FEZATE  AZEESEER
the statement of comprehensive income. 2HEWAFRE AR ©
Intercompany transactions, balances and unrealised gains SENARZHENR S - RHHEE
on transactions between group companies are eliminated. MR ARBER WS TIAEHE - RER
Unrealised losses are also eliminated. Accounting policies of BTN T A - B AR
subsidiaries have been changed where necessary to ensure BURERFE BRI - UAREREE
consistency with the policies adopted by the Group. AEEFBOBCRE/M—B -
(ii) Transactions with non-controlling interests (i) FERERRS
The Group treats transactions with non-controlling interests AR B SRR 2 X S AR R HLR
as transactions with owners of the Group. For purchases SEEEAETRS o MFFERE
from non-controlling interests, the difference between any @B B AT R AR (B AR R e
consideration paid and the relevant share acquired of the IEFTUEMT B AR B EFEZRE
carrying value of net assets of the subsidiary is recorded ERNZEFENERTIRR o MEERE
in equity. Gains or losses on disposals to non-controlling wHEEENBRE TN ERSIR

interests are also recorded in equity.

When the Group ceases to have control or significant A EE N BEE RGN EBAT
influence, any retained interest in the entity is remeasured to 27 HRZERNEMREER
its fair value, with the change in carrying amount recognised REATESEHE - MREES
in profit or loss. The fair value is the initial carrying amount RN ER NFER o BEEER AR
for the purposes of subsequently accounting for the retained {EBRE A A - HRZEHIEE SR
interest as an associate, a joint venture or a financial asset. BENRBEZMS @ AFEEWY
In addition, any amounts previously recognised in other HRREE ° ILHN - LRI HEHMEE
comprehensive income in respect of that entity are accounted WANEREZEEEAN TS
for as if the Group had directly disposed of the related HERMENASEEERLEEHE
assets or liabilities. This may mean that amounts previously ESBENTAALR - ErAIgEEK
recognised in other comprehensive income are reclassified to ZRAEA M EERANERE ®
profit or loss. RS E D Hm s EE

If the ownership interest in an associated company is reduced i POBSE & R B RS RERE R R D
but significant influence is retained, only a proportionate MERTENERE - ASLRTRE
share of the amounts previously recognised in other tEERAANERNSEES — T
comprehensive income are reclassified to profit or loss where b BB > B & 53 s A Sk g R (40
appropriate. ) °
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 TESHBE#BEw)
POLICIES (Continued)
(b) Consolidation (Continued) (b) #HE@®E
(iii) Associated company (i) BELE

Associated company is the entity over which the Group has
significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting
rights. Investment in an associated company is accounted
for using the equity method of accounting and is initially
recognised at cost. The Group's investment in an associated
company includes goodwill identified on acquisition, net
of any accumulated impairment loss. See note 2(h) for the
impairment of non-financial assets including goodwill.

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

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

Dilution gains and losses arising in investments in associated
company are recognised in the consolidated statement of
comprehensive income.

BERREAREHEAEARE
HMEEHIENER  BENRTE
20% E50% I R A o TR &
REZBENEREDEANR 11
FREATER - NEEREE R A
ZREBRWIERE BHOEE (D
BAEMREORERE) - AHEIESR
BE(BERE)BENFIEFE2H
BtEE2(h)

AEEEEWERE 2 AREM
HERN A 2 ERARE A HE
R MG KRR R EEH RN
EEARER - REFHEESRIER
SR WBRESMEHAE - B

o E R RBEENHEG
HEHE AR 2 sl - ARET
BHRRE—TEER  RIELARER
B R RREBERSIHR

AEBEHBENRRFHRER

et LR 55 ] 0BG 2 1 ) O A 2

8 o REBEEIRINT AL - BRIE
RHH AR BERAMEREEELR

IE - B R B R BERNHER

e LAEE%&EZK%IH’T%M
BEREH—B -

R E R B 2 R EFMES BB
REBENGA 2ERARKRER

(c) Segment reporting () 7»WBHE
Operating segments are reported in a manner consistent with E DR IRE A R E T E 2L
the internal reporting provided to the chief operating decision — ?ﬁim%ZWﬁBi&%Fﬂiﬁﬁ HBERNX—
maker. The chief operating decision-maker, who is responsible for ° BF DA R HAE D EEEN
allocating resources and assessing performance of the operating BERBHITEE - WRE R T E BB
segments, has been identified as the executive directors who make /9% REVEITES -

strategic decisions.
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

60

(d) Foreign currency translation

(i)

(ii)

(iii)

Functional and presentation currency

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

Transactions and balances

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

Group companies

The results and financial positions of all the group entities that
have a functional currency different from the presentation
currency are translated into the presentation currency as
follows:

(i) assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;

(i) income and expenses for each income statement are
translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the
dates of the transactions); and

(i) all resulting exchange differences are recognised as a
separate component of equity.

On consolidation, exchange differences arising from the
translation of the net investment in foreign operations, are
taken to shareholders’ equity. When a foreign operation
is partially disposed of or sold, exchange differences that
were recorded in equity are recognised in the consolidated
statement of comprehensive income as part of the gain or
loss on sale.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(e) Land use rights
Land use rights are recorded at cost less subsequent accumulated
amortisation and accumulated impairment losses, if any. Land use
rights are amortised using the straight-line method over their lease
terms of 50 years.

(f) Property, plant and equipment
Property, plant and equipment, comprising buildings, computer
and telecommunications equipment, fixtures, fittings and office
equipment, leasehold improvements and motor vehicles, are stated
at cost less accumulated depreciation and accumulated impairment
losses, if any. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged in the consolidated
statement of comprehensive income during the financial period in
which they are incurred.

Depreciation of property, plant and equipment is calculated using
the straight line method to allocate their cost to their residual
values over its estimated useful lives, at the following rates per
annum:

Leasehold improvements

HEMEXE

Buildings

BF

Computer and telecommunications equipment
T R E AR

Fixtures, fittings and office equipment

RE - RERPAER

Motor vehicles

T

The asset residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

2 TESHBE#BEw)

(e) TitfEFAE

()

3 {F FRRE IR B AN R EL 1R R AT 8 I R 5T
REEE (A )FIBR - T ERAEIAELR
ERAEEFHS0F #iH -

M3 - BERRE

W - BERRE BEET  EMEE
MM RE - RBERRLERE  EE
RERVERERANRR T E R RHRE
ERAE)FE - BELRABEKERE
HEEEZFAX -

{25 818 B BB 2 RSB A Fl e
AREE IR RARER] SERT 20 - HiR
AT Gt NEERBERERR BB
VEEER) - ERMTMNEREER
WA AR o BT B S RIRERINE
27 MBEE ARG S 2ERARKAH

W - B AR 4T E YRR E AR
AR TR IR R A ST E IR E
6 EERNT

Qver the lease terms from 2 to 5 years
NFEEF2E5F

2.3% 5%

2.3%%E5%

20%

20%

20%

20%

10%

10%

AERGEERAERFRNSHEERE
B - WEHAER(NER) ©
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

62

()

(9)

Property, plant and equipment (Continued)

Gains and losses on disposal are determined by comparing
the proceeds with the carrying amount and recognised within
administrative expenses in the consolidated statement of
comprehensive income.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount (note 2(h)).

Gains or losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised with other
income in the consolidated statement of comprehensive income.

Construction in progress represents property, plant and equipment
under construction or pending installation and is stated at cost less
impairment losses, if any. No provision for depreciation is made
on assets under construction in progress until such time as the
relevant assets are completed and available for their intended use.
On completion, the relevant assets are transferred to property,
plant and equipment at cost less accumulated impairment losses.

Intangible assets

(i)  Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiary at the date of acquisition.
Goodwill on acquisitions of subsidiaries is included in
intangible assets. Separately recognised goodwill is tested
annually for impairment and carried at cost less accumulated
impairment losses, if any. Impairment losses on goodwill are
not reversed. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity
sold.

Goodwill is allocated to cash-generating units for the purpose
of impairment testing. The allocation is made to those cash-
generating units or groups of cash-generating units that
are expected to benefit from the business combination in
which the goodwill arose identified according to operating
segments.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2 TESHBE#BEw)

(g) Intangible assets (Continued) (9) EFREE®)

(i) Software development costs
Research costs are expensed as incurred. Costs incurred
on development projects relating to the design and testing
of new or improved computer software are recognised as
intangible assets in the consolidated balance sheet where
technical feasibility and intention of completion has been
demonstrated and the resources are available to do so, costs
are identifiable and there is an ability to sell or use the asset

(i)

BHRR A

MERAFEELR I - ZEEHE
ARER BRI TREER
TR E I BER BIRETT - BX
AR TR - WHENHEHER
ZEENRTEERREEN - 8
% 2 ¥ KR B 2 &RAT RO
A2 FEIRE Y MKA - R4

that will generate probable future economic benefits. Such BEERBRERAEBNEE - %
development costs are recognised as an asset and amortised EREXNAEBRRREE - AR

on a straight-line basis over a period of 5 years to reflect
the pattern in which the related economic benefits are
recognised.

Development costs that do not meet the above criteria
are expensed as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a
subsequent period.
(iii) Data library
Costs incurred on acquiring the data library are recognised
as an intangible asset where the technical feasibility has been
demonstrated, and there is an ability to sell or to use the
assets that will generate probable future economic benefits.
Such acquisition cost is recognised as an asset and amortised
on a straight-line basis over a period of 10 years to reflect
the pattern in which the related economic benefits are
recognised.

(h) Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment. Assets
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by
which the assets carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash generating units). Non-
financial assets other than goodwill that suffered impairment are
reviewed for possible reversal of the impairment at each reporting
date.

(h)

(iii)

SRR RN « AR
BRI 26 7 1% o

WARFFE A LR FIB R AR E
ERXH o BEERRREX 2%
BRARER BRI SERREE -

BHE

WA ERELE 2 RAEEER
MATITIER - KRR HESE
FATTBEEE AE R R A B 52 2 B E RS
BRAREBVEE - 2FWBERAE
HRA—IAEE - WARARENIO0
FHIR AR - AR EERE R
2 5 o

FETRMEEZRE

BEREFAFR2EEDFLE RS
FETRERR - EEFMHHIRNIERNE
PR TEEENEBEREE - B E
ERTRE - REBRZEEZRHER
HEFU OIS 2 ZRHR - RO
REEZ A FEHNREEXRAREBEE
mERZESE - RFERER - BER

AR]

DREHFREREReEEEM)H

RIEERAER - BEUIMNRBEZ S
MEESNERE A PESHRERRA
AIRENE -
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Notes to the Consolidated Financial Statements (continued)
BTSRRI (8)

=)
o8]

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

64

0]

Financial assets

The Group classifies its financial assets as loans and receivables.
The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification of
its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They are included in current assets, except for maturities greater
than 12 months after the end of the reporting period. These are
classified as non-current assets. The Group'’s loan and receivables
comprise “trade and other receivables” and “cash and cash
equivalents” in the balance sheet.

Regular way purchases and sales of financial assets are recognised
on the trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially recognised at
fair value plus transaction costs for all financial assets not carried
at fair value through profit or loss. Financial assets carried at fair
value through profit or loss are initially recognised at fair value,
and transaction costs are expensed in the income statement.
Financial assets are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred
and the Group has transferred substantially all risks and rewards of
ownership. Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently carried at fair
value. Loans and receivables are subsequently carried at amortised
cost using the effective interest method.
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Notes to the Consolidated Financial Statements (continued)
A VTSR TE(E

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Impairment of financial assets, subsidiaries and an
associated company

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of financial
assets is impaired and impairment losses are incurred only if there
is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

The Group first assesses whether objective evidence of impairment
exists.

For loans and receivables category, the amount of the loss is
measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate. The carrying amount
of the asset is reduced and the amount of the loss is recognised
in the consolidated statement of comprehensive income. If a loan
or held-to-maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate determined under the contract. As a practical
expedient, the Group may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor’s credit rating), the reversal of
the previously recognised impairment loss is recognised in the
consolidated statement of comprehensive income.

Impairment testing of the investments in subsidiaries or an
associated company is required upon receiving dividends from
these investments if the dividend exceeds the total comprehensive
income of the subsidiary or an associated company in the period
the dividend is declared or if the carrying amount of the investment
in the separate financial statements exceeds the carrying amount
in the consolidated financial statements of the investee’s net assets
including goodwill.
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

66

(k)

)

Trade and other receivables

Trade receivables are amounts due from customers for merchandise
sold or services performed in the ordinary course of business. If
collection of trade and other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less provision for impairment.

Direct selling costs

Direct selling costs, which principally comprise of sales commissions
and agency fees paid in respect of subscription revenue received in
advance, are deferred and are charged ratably to the consolidated
statement of comprehensive income over the term of the
respective service contracts as the services are rendered.

(m) Cash and cash equivalents

(n)

Cash and cash equivalents include cash in hand, deposits held at
call with banks and other short-term highly liquid investments with
original maturities of three months or less.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from the
proceeds.

Where any group company purchases the Company’s equity
share capital (treasury shares), the consideration paid, including
any directly attributable incremental costs (net of income taxes)
is deducted from equity attributable to the Company’s equity
holders until the shares are cancelled or reissued. Where such
shares are subsequently reissued, any consideration received, net
of any directly attributable incremental transaction costs and the
related income tax effects, is included in equity attributable to the
Company’s equity holders.
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Notes to the Consolidated Financial Statements (continued)
AV IRRMITE(E

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2 TESHBE#BEw)

(o) Current and deferred income tax (o) EHRIELFTEH

The tax expense for the year comprises current and deferred tax.
Tax is recognised in the consolidated statement of comprehensive
income, except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or directly
equity, respectively.

The current income tax charge is calculated on the basis of the tax
laws enacted or substantively enacted at the balance sheet date
in the countries where the Company and its subsidiaries operate
and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts expected to
be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated
financial statements. However, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at
the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax
liability is settled.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which
the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising
on investments in subsidiaries and the jointly controlled entity,
except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes assets
and liabilities relate to income taxes levied by the same taxation
authority on either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2 FTESHBEBEw)

(p) Employee benefits
Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

(p) EERF
BEZFRARBRERZENNAREIETT

7
e ©

RIKIEFIEA

AEE2BEROIBFRLZE
BRASEIRE - Fib - BEE
FEEBERANGTEZBARNKE -

(i)  Retirement benefit costs (i)
The full-time employees of the Group are covered by various
government-sponsored pension plans under which the
employees are entitled to a monthly pension based on certain
formulas.

BB #ES B ERZSRNE
BXRAE - AEBEZAMZE
RASFTEIHR - REZFHE
AR BB Bt RSN B E A AR AR
BIBFEE -

The relevant government agencies are responsible for the
pension liabilities to these retired employees. The Group
contributes on a monthly basis to these pension plans. Under
these plans, the Group has no obligation for post-retirement
benefits beyond the contributions made.

M FatEH 2 R LR
FEM -

Contributions to these plans are expensed as incurred.

Bonus entitlements

The expected cost of bonus payments is recognised as a
liability when the Group has a present legal or constructive
obligation as a result of services rendered by employees and a

2R

EAKEREEBIRME 2 RFB A
ERAEERIMETEEE - A ER
ASEGER - AR 2 FREHA

(ii) (i)

68

reliable estimate of the obligation can be made.

Liabilities for bonus are expected to be settled within 12
months and are measured at the amounts expected to be

ERARBEAR -

Re v ABEREHABRER2BEARNE
- WIRBENKRA N 2 &5

paid when they are settled. FTH o
(i) Share-based compensation (i) UBRGZ 1 ZEE

The Group operates two equity settled, share-based
compensation plans. The fair value of the employee
services received in exchange for the grant of the options is
recognised as an expense.

The total amount to be expensed over the vesting period
is determined by reference to the fair value of the options
granted, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected
to vest. The total amount expensed is recognised over the
vesting period, which is the period over which all of the
specified vesting conditions are to be satisfied. At each
balance sheet date, the Group revises its estimates of the
number of options that are expected to vest based on the
non-marketing vesting conditions. It recognises the impact of
the revision of original estimates, if any, in the consolidated
statement of comprehensive income, and a corresponding
adjustment to equity.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p) Employee benefits (Continued)

(iii) Share-based compensation (Continued)
The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)
and share premium when the options are exercised.

(iv) Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy
in exchange for these benefits. The Group recognises
termination benefits when it is demonstrably committed to
either: terminating the employment of current employees
according to a detailed formal plan without possibility of
withdrawal; or providing termination benefits as a result of
an offer made to encourage voluntary redundancy. Benefits
falling due more than 12 months after balance sheet date are
discounted to present value.

(g) Provisions

(r)

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is probable that
an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the
provision due to passage of time is recognised as interest expense.

Trade and other payables

Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from
suppliers. Accounts payable are classified as current liabilities if
payment is due within one year or less (or in the normal operating
cycle of the business if longer). If not, they are presented as non-
current liabilities.
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Notes to the Consolidated Financial Statements (continued)
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

70

(r)

(s)

Trade and other payables (Continued)

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.

Revenue recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services in the ordinary course
of the Group's activities.

Revenue is recognised as follows:

The Group recognises revenue when the amount of revenue can
be reliably measured, it is probable that future economic benefits
will flow to the entity and specific criteria have been met for each
of the Group'’s activities as described below. The Group bases its
estimates on historical results, taking into consideration the type
of customer, the type of transaction and the specifics of each
arrangement.

Advertising income from industry portals, trade catalogues, yellow
page directories and printed periodicals is recognised on the date
of publication.

Subscription fee income from on-line services is recognised over the
period of contracts entered with the customers. The unrecognised
portion of contract sum are recognised as deferred revenue.

Revenue from the hosting of trade exhibitions and business
seminars is recognised upon conclusion of the exhibitions or
seminars.

Revenue for market research reports are either recognised using
“percentage of completion method” or recognised over the
contract periods by straight line basis. The stage of completion is
measured by reference to the contract costs incurred up to the
balance sheet date as a percentage of total estimated costs for
each contract.

Interest income is recognised on a time proportion basis, using the
effective interest method.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

®

(u)

(v)

Leases

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the consolidated
statement of comprehensive income on a straight-line basis over
the period of the lease.

Government grants

Grants from the government are recognised at their fair values
when there is a reasonable assurance that the grants will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised
within other income in the consolidated statement of
comprehensive income over the period necessary to match them
with the costs that they are intended to compensate.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised
as a liability in the Group’s and Company's financial statements in
the period in which the dividends are approved by the Company'’s
shareholders.

(t)

(u)

(v)
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

3 FINANCIAL RISK MANAGEMENT 3 MBERERE

3.1 Financial risk factors 3.1 BREKREE

72

The Group’s activities expose it to a variety of financial risks: market
risk (including foreign exchange risk), credit risk and liquidity risk.
The Group's overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group'’s financial performance.

Risk management is carried out by a central finance department
(the “Finance Department”) headed by the Chief Financial Officer
of the Group. The Finance Department identifies and evaluates
financial risks in close co-operation with the Group’s operating
units to cope with overall risk management as well as specific areas
such as market risk, credit risk and liquidity risk.

(a) Market risk
Foreign exchange risk
The Group operates in the PRC and majority of its transactions
are denominated in RMB. The Group has no material foreign
currency denominated assets and liabilities and does not have

AEBREEB EHE GRS BT ERR :
misER (2EINERR)  EERR MR
BECRR - NEE 2 RERREEE
EENSRM S ZBRBNBIEELER
[EESESRS SEI TS v Z

R ER RN EEEEUNEEREZHhR
BATSEBPT ([ BATSED 1) AT - MATG P ERALE
B2 ZBEFIEEAE - BRI KA
R - ARIPEREREE KA E
(msRER - EERBRLREESER)
ZBg -

(a) HEEE
SE R
AEFBEPELE  HAHORH
IAREE - NREEIEEASIN
KEEEEREE  BESKINE

material exposure on foreign exchange risk. [EUR
Fair value interest rate risk - FEFEE b

The Group's interest rate risk arises from fixed deposit
categorised in “cash and cash equivalents”. Deposits received
at fixed rates expose the Group to fair value interest rate
risk. As all of these deposits are highly liquid, the fair value
changes resulting from the fluctuation of the market interest
rate are insignificant.

(b) Credit risk
Credit risk is managed on a group basis. The Group’s credit
risk mainly arises from cash and cash equivalents, as well as
credit exposures to trade receivables. The Finance Department
has policies in place to monitor the exposures to these credit
risks on an on-going basis.

The Group has put in place policies to ensure that provision
of services is made to customers with an appropriate credit
history and the Group performs periodic credit evaluations of
its customers.

For balance with a related company and an associated
company, management assesses the recoverability of the
balances taking into account the history of default of these
companies, financial performance and availability of credit
facilities.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

3 FINANCIAL RISK MANAGEMENT (continued) 3 BIEEAREE
3.1 Financial risk factors (Continued) 3.1 MBEBERG®
(b) Credit risk (Continued) (b) =EREE(E)
The table below shows the credit limit and balance of the five TRETNARNBEBARZZE—TF
major debtors as at 31st December 2010 and 31st December +=—A=+—B8Ek=ZZNAF+=
2009. RA=t+—BzEERBERIEE -
31st December 2010
—E-BFt-RA=1—H
Counterparty Credit limit Utilised
HER EEREE 2
RMB’000 RMB’'000
AR¥T T AR¥TT
Customer A ZEA 1,000 556
Customer B ZFB 1,000 404
Customer C BFEC 1,000 320
Customer D ZFED 1,000 293
Customer E BFPE 1,000 279
31st December 2009
—ETNF+=-_A=+—8H
Counterparty Credit limit Utilised
HER =EREE BEfEA
RMB’'000 RMB’'000
ARETIT ARET T
Customer F ZFF 2,000 1,895
Customer G =FEG 2,000 1,249
Customer H ZFH 1,000 399
Customer | B 1,000 312
Customer J ZE) 1,000 278
The credit quality of financial assets that are neither past REHXBENSREEZEZEY
due nor impaired can be assessed by reference to the EN2BEEFBEHEREET
counterparty’s default history. The table below shows the fli o TREIEHIHEZI0K (A
trade receivables that have been outstanding for up to 90 BIREHNIEEEEH) R mNLE
days, the normal credit period granted to customers, and not EREEZEWRER
impaired as at the balance sheet date.
As at 31st December
R+=H=+—H
2010 2009
—E-ZF —ETNF
RMB’000 RMB’'000
AR®TF T ARETTT
Trade receivables FEURBRFR
Listed customers EmERF 840 200
Unlisted customers ELETMEE 13,901 20,760
Total Bt 14,741 20,960
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

3 FINANCIAL RISK MANAGEMENT (continued) 3 HMKEREREE®
3.1 Financial risk factors (Continued) 3.1 BIBEBERE®)
(b) Credit risk (Continued) (b) EFEREEE)

TREJATRSHEBREER

The table below shows the cash and cash equivalents held by
i@ KR EEY -

different type of financial institutions at balance sheet date.

As at 31st December

®t=B=+-H
2010 2009
—g-%5 | —TIAF
RMB’000 RMB’000

AR¥TT ARETTT

Cash at banks and bank deposits RITIRE RIRITER
Listed financial institutions T R 175,133 189,786
Unlisted financial institutions JE LT & RiiE 12,063 7,721
Cash on hand FERS 1,228 3,612
Total 4=t 188,424 201,119
(c) Liquidity risk (0 REBELEE
Due to the dynamic nature of the underlying businesses, HRNEAERNZENE  KEH
the Group maintains flexibility in funding by maintaining BREKLEEBP T HRSIA
sufficient cash from operating activities. HEESERNL -
As at 31st December 2010, the cash and cash equivalents RZZT—TF+-_A=+—H &
of the Group approximated RMB 188,424,000 (2009: SEZHEeRBEEEVARAR
RMB201,119,000). #188,424,000L( =TT NF : A

K#201,119,0007T) °
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Notes to the Consolidated Financial Statements (continued)
A VTS IRRMITE(E)

3 FINANCIAL RISK MANAGEMENT (continued) 3 MBEBREE@E

3.1 Financial risk factors (Continued) 3.1 BMRBEREE)

(c) Liquidity risk (Continued) ) FBEzEREE
The table below analyses the Group's financial liabilities into TRIRBEE E:KI: HEE R 2 85
relevant maturity groupings based on the remaining period THEBASEE B ERERE
from the balance sheet date to the contractual maturity BRI DT - RERFPEEN SR
date. The amounts disclosed in the table are the contractual BHEMBHERE ©
undiscounted cash flows.

Between Between
Less than 1and2 2and5 Over
1year years years 5 years Total
15R 1226 2855 SEME st

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  AREBTT  ARBTL ARETR  ARETR

At 31st December 2010 R=Z-FF+=-A=1—A
Trade payables FERER 2,262 - - - 2,262
Accrued expenses and JEST 2 A R E fth B 0R

other payables 50,126 - - - 50,126
At 31st December 2009 —ETNF+-RA=1t—H
Trade payables FERBERR 2,332 - - - 2,332
Accrued expenses and [ERHE R K EMEFUR

other payables 22,003 - - - 22,003

3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis based on a ratio calculated
by dividing short-term loan by total equity (excluding non-
controlling interest). Management considers a ratio of not more
than 20% as reasonable. The gearing ratio for the Group is 0%
(2009: 0%) as no debt is outstanding as at 31st December 2010
(2009: Nil).

Surplus cash held by the operating entities over and above
balance required for working capital management are transferred
to interest bearing current accounts and time deposits, with
appropriate maturities to manage its overall liquidity position.
As at 31st December 2010, the Group maintains cash and
cash equivalents of approximately RMB188,424,000 (2009:
RMB201,119,000), that are expected to be readily available to
meet the cash outflows of its financial liabilities.
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

3

76

FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation
The carrying amounts of the Group'’s financial assets and liabilities
including cash and cash equivalents, trade and other receivables,
trade payables, accruals and other payables, amount due from a
related company, and amount due from an associated company
approximate their fair values due to their short maturities.

CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

Estimates and assumptions are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition seldom equal to
the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

(a) Provision for impairment of receivables
Significant judgement is exercised in the assessment of the
collectability of trade and other receivables from each debtor. In
making its judgement, management considers a wide range of
factors such as results of following procedures performed by sales
personnel, customers’ payment record and subsequent settlements.
(b) Taxes
The Group is subject to taxes in numerous jurisdictions. Significant
judgement is required in determining the provision for various kinds
of taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for anticipated
tax audit issues based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such differences will
impact the consolidated statement of comprehensive income in the
period in which such determination is made.
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Notes to the Consolidated Financial Statements (continued)
BTSRRI (42)

SEGMENT INFORMATION

The chief operating decision-maker (“CODM") has been identified
as the executive directors. The executive directors review the Group'’s
internal report in order to assess performance and allocate resources.
Management has determined the operating segments based on these
reports.

The CODM considers the business from product perspective. From a
product perspective, the CODM assesses the performance of trade
catalogues and yellow page directories, on-line services, market research
and analysis and seminars and other services.

The board of directors assesses the performance of the operating
segments based on a measure of profit/(loss) before tax. This
measurement basis excludes other income and the effects of non-
recurring expenditure from the operating segments.

As at 31st December 2010, the Group is organised into the following
business segments:

(i)  Trade catalogues and yellow page directories — generate advertising
income by provision of trade information through trade catalogues
and yellow page directories published by the Group.

(i)  On-line services — generate subscription fee income by provision of
a reliable platform to customers to do business and meet business

partners on-line.

(iii)  Market research and analysis — provision of business information
and analysis services.

(iv)  Seminars and other services — services for hosting of seminars.

7 EREF

EBEEREHEE ([ EELEREHTE])
BREARTES - YTEF BT BRR
BARARENEENBRS - TREREZ

FWERTLEDE °

TERERARIEERERARERER - =
BRLRKHEEBERAEN G TAXRE
REE B - ERAERE - mSHRERIH A
K&#FEMREHRR -

E=gRBRBATEN,(B1R) g E DR
B o WEIEREIBRERERLEN B2 HiI
ARFRARUEBERTE -

R-Z—ZTF+_A=+—H " ~5EBAHA

THIZEB DB -

() TRFESEEFEARSIEEAEER
ZIAXBERIEARFRETIEHEESR
EEEEBERA

(i) EEEIRE - SEPRHAEFAENE
ERDETRR RS REBEBRHESE
FIBIEUA -

(i) TSR RN —REBEESEATR
7% o

(iv) BN EAMRS — TSR -
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Notes to the Consolidated Financial Statements (continued)
REBTISRRMITE(E)

5 SEGMENT INFORMATION (Continued) 5 DEERE)
There were no sales or other transactions between the business HE-ZTZTFF+_A=1+—HIEFE ' &%
segments for the year ended 31st December 2010. B2 AW MIHENEMR S ©

Year ended 31st December 2010
BE-F-ZFE+-A=+-HLEFE

Discontinued

Continuing operations operations
REREER RIEREER
Trade
catalogues
and yellow Market Seminars Overseas
page research and other E-Commerce
directories On-line  and analysis services services
THELE& services mHEHE 83N Total BHETF
RERR®  EEARS kA Hitb R @t BE R

RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRE  ARBTR  AR®TR  ARBTR  AREBTR  ARETZR

Revenue HEWA 101,437 164,412 71,475 51,802 389,126 2,005
Segment results DEEELE (10,668) 4,496 (599) 1,446 (5,325) 9,711
Other income HilA 6,076 a4
Profit before income tax FRATS B AR 751 9,755
Other information: HipgH
Depreciation and amortisation 47 N $5( B 3EEAL

(including share option EX )

expense) 3,065 15,986 3,584 374 23,009 1,535
Share on profit from an AEEE R AR

associated company - - 1,287 - 1,287 -
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

5 SEGMENT INFORMATION (Continued) 5 2EFER @)

Year ended 31st December 2009
HE-_ZEAF+-A=1—-RIFE

Discontinued
Continuing operations operations
SELEEE BILEEER
Trade
catalogues
and yellow Market Seminars Overseas
page research and other E-Commerce
directories On-line and analysis services services
THE%A% services MiEHE EE Total BIET
LKEERASE  GBARE Ra Hith s @5t BRI
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETT ARETT ARETR

Revenue HEWA 114,720 125,570 51,231 25,567 317,088 567
Segment results DEELE (3,776) 9,395 2,812 (902) 7,529 (5,783)
Other income Higg A 2,504 9
Gain on disposal of a jointly ~ HELFEHEEY
controlled entity Wz 2,100 =
Profit/(loss) before income tax B TS5 Al
&/ (E18) 12,133 (5,774)
Other information: Hi &k

Depreciation and amortisation #7% [ ##4( B4
(including share option EiRES )

expense) 2,763 16,238 2,820 492 22,313 2,611
Share on profit from an AEEE D AER

associated company - — 271 = 271 -
The Group is domiciled in the PRC. The revenue from external AEEERRHE  -BE_ZT—ZTF+-A
customers from continuing and discontinued operations in the PRC =+—HIEFE  RETBEFELE XD
for the year ended 31st December 2010 is RMB391,131,000 (2009: R EEBINRBEP 2HERARA
RMB317,655,000), and the total revenue from external customers from R ¥ 391,131,000 c (ZEZThLF : AR
other countries is Nil (2009: Nil). 317,655,0007T) * KRB HMBERIINA K P 2 85

BERALHFART(ZZEENAF ) -

As at 31st December 2010, the total non-current assets other than RZZE—ZF+_A=1T—0H uUrH+BEz&
financial instruments and deferred tax assets (there are no employment BT EINERBEERERELEHRIELE (L
benefit assets and rights arising under insurance contracts) located in the BEERBEHNET ZEERNEERERN)
PRC is RMB168,146,000 (2009: RMB95,323,000), and the total of these RARM168,146,000C(ZZTNF : ARK
non-current assets located in other countries is Nil (2009: Nil). 95,323,0007T) * ZEMREMEIZR 2 IERENE

ERERE(CETNF - T) -
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Notes to the Consolidated Financial Statements (continued)
REBTISRRMITE(E)

6 LAND USE RIGHTS - GROUP 6 TifFAE-—XEH
The Group's interests in land use rights in the PRC represent prepaid ARE B R B b5 PR 2 s R AR Bl R 504
operating lease payments with a lease period of 50 years and their net ZHEMEERNTES - HEREmFESTAT ¢
book value is analysed as follows:
2010 2009
—E-FF —ZTThF
RMB’000 RMB’'000
AR¥T T ARBFIT
Opening net book amount FYRREFE 18,579 19,006
Amortisation B (427) (427)
Closing net book amount FIREFE 18,152 18,579
Cost %N 21,324 21,324
Accumulated amortisation R (3,172) (2,745)
Closing net book amount FREEFE 18,152 18,579
Amortisation of the Group'’s land use rights is included in administrative R E i AR 2 AT A SRS R E AR
expenses in the consolidated statement of comprehensive income. RZITHEBANR -
2010 2009
—E-FF —ETNF
RMB’000 RMB’000

AR¥TT ARETTT

Outside Hong Kong, held on: REBBAIMNE TSI FEEFA -
Leases of between 10 to 50 years TN TF10=50F 18,152 18,579
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

7 INTANGIBLE ASSETS — GROUP 7 BREE-FA£E
Software
Goodwill development  Data library Total
[k 3 LGRS BEE E
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETT ARETE ARETR

At 1st January 2009 R=ZZBAF-A—H
Cost 3@ 167 25,388 21,986 47,541
Accumulated amortisation REEHELRE

and impairment - (22,005) (12,093) (34,098)
Net book amount BREEE 167 3,383 9,893 13,443
Year ended 31st December 2009 BE-_ZEFhE

T-A=t+—RHLEE
Opening net book amount FYREFE 167 3,383 9,893 13,443
Addition NE - 1,295 - 1,295
Amortisation (a) @) = (1,733) (2,198) (3,931)
Closing net book amount FIRIREFE 167 2,945 7,695 10,807
At 31st December 2009 R-BEAF+-A=1+—H
Cost A 167 26,683 21,986 48,836
Accumulated amortisation and impairment 25144 K& Fi{E - (23,738) (14,291) (38,029)
Net book amount BREFE 167 2,945 7,695 10,807
Year ended 31st December 2010 BE-_E-=F
tZA=+—HLEE

Opening net book amount FYREEFEE 167 2,945 7,695 10,807
Addition NE - 21 - 21
Amortisation (a) i (C) = (798) (2,199) (2,997)
Disposals of a subsidiary (note 29(c)) HER B AR (HEE29(c)) - (1,100) - (1,100)
Closing net book amount FREEEFE 167 1,068 5,496 6,731
At 31st December 2010 RN-EB—-Z&+-A=+—H
Cost AR 167 25,409 21,986 47,562
Accumulated amortisation REEHENRE

and impairment - (24,347) (16,490) (40,831)
Net book amount RHFE 167 1,068 5,496 6,731
(@ Amortisation of intangible assets is included in selling (@) EBREEZEHEFAGEEERARERZ

and marketing expenses in the consolidated statement of HERTISHEEERNA -

comprehensive income.
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Notes to the Consolidated Financial Statements (continued)
BTSRRI (42)

=
o8]

8 PROPERTY, PLANT AND EQUIPMENT - GROUP

82

8 W BERDE-AEH

Computer Fixtures,
and telecom- fittings and
munications office
Construction equipment  equipment Leasehold Motor
in progress Buildings EER %E %ER improvements vehicles Total
ERIR 53 EfRt Bage HEWEEE RE &zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARETRE  ARETT ARETr  ARETR  ARETH
At 1st January 2009 R=ZENE-A-A
Cost KA - 39,873 89,489 11,110 5209 983 146,664
Accumulated depreciation ZitheE - (9,821) (62,011) (9,550) (1,644) (835) (83.861)
Net book amount REFE = 30,052 27478 1,560 3,565 148 62,803
Year ended 31st December 2009 HZ-ZZNE
TZAZT-HLEE
Opening net book amount EREEE - 30,052 27,478 1,560 3,565 148 62,803
Additions NE 12,395 515 4,099 9% 206 - 17,311
Disposals = - - (125) ®) (237) 87) (457)
Depreciation (a) &) - (2,101) (11,787) (463) (819) (58) (15,28)
Closing net book amount FREAEE 12,395 28,466 19,665 1,185 2715 3 64,429
At 31st December 2009 R=ZEAETZA=1-H
Cost AR 12,395 40,388 74,726 10,989 5178 706 144,382
Accumulated depreciation ZiiE - (11.922) (55,061) (9,804) (2,463) (703) (79.953)
Net book amount REHE 12,395 28,466 19,665 1,185 2715 3 64,429
Year ended 31st December 2010 HZ-Z5-ZF+-f=1-
ALEE
Opening net book amount ENREEE 12,395 28,466 19,665 1,185 2715 3 64,429
Additions HE 39,684 40,57 5997 3,724 419 - 90,395
Disposals e = = (20) (6) = = (26)
Disposal of a subsidiary (note 29(c)) i EMEAE (MfE29(0) - - (1,072) = (69) - (1,141)
Transfers [ (46,858) 46,858 - - - - -
Depreciation (2) &) - (2,628) (9,108) (656) (794) B) (13,189)
Closing net book amount EREREE 5,221 113,267 15,462 4,247 2,271 - 140,468
At 31st December 2010 R=ZF-EF+-A=1-H
Cost AR 5221 127817 76,810 14,434 5,490 706 230,478
Accumulated depreciation ZifiE - (14,550) (61,349) (10,187) (3,219 (706) (90,010)
Net book amount REFE 5221 113,267 15,462 4,247 2271 - 140,468
(@) Depreciation of RMB803,000 (2009: RMB1,377,000) is included (@) IEARMES03,000TC(ZFZTNF : A

in selling and marketing expenses; and RMB 12,386,000 (2009:
RMB13,851,000) in administrative expenses in the consolidated
statement of comprehensive income.
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

9 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY - COMPANY

AR -AAH

9 RHMBLARZRERERTHE

2010 2009

—g-%5 | —TThs

RMB’000 RMB'000

AREBTR ANRET T

Investments, unlisted shares, at cost (a) WAL - LKA ) 1,956 1,956
Loan to a subsidiary (b) EXFHBAF(D) 181,986 181,856
183,942 183,812

(a) The following is a list of the principal subsidiaries at 31st December

(@) ATAR-_Z—ZF+_A=1t—HZE
A

2010: M ARLZEE
Place of incorporation
and kind of legal entity Principal activities and Particulars of issued share Effective
Name SE AR S 3t B R place of operation capital/paid-up share capital interest held
i EERRER TEXBRBENE ERTRA/BMEREFE  HRERER
! Hong Kong Huicong International  British Virgin Islands, Investment holding in 21,000,000 ordinary shares 100%
Group Limited ("HKHC") limited liability company Hong Kong of US$0.01 each
EEERAREEERAA HERLHS  BRAR  REER-FE 21,000,000k SR EE
([&E=Z8]) 0.01ETZ BB
2 China Media Network International  British Virgin Islands, limited  Investment holding in 50,000 ordinary shares 100%
Inc. liability company Hong Kong of US$1 each
ERRUHE  ARAR REER-FE 50,000k BRAEEIEZTL
il
R EERERENAR AR The PRC, limited liability Provision of business RMB110,000,000 100%
company information in the PRC
hE - BRAR RUEMEER—F AK#110,000,0007C
2 b REFAG R BRI The PRC, limited liability Provision of business RMB 10,000,000 100%
BRAT company information in the PRC
hEl - BRAR RUEEEH P AR#10,000,0007
2 S REMPERITER AR The PRC, limited liability Provision of business RMB 10,000,000 100%
company information in the PRC
P BRARF REBHEER - TE AR #10,000,0007
R EEBEIRRAER AR The PRC, limited liability Provision of business RMB5,000,000 100%
company information in the PRC
hE - BRAR RUEMEER—F ARH5,000,0007T
SRR BEREERAR The PRC, limited liability Advertising in the PRC RMB500,000 100%
company
hEl - BRAR EE-—HE ARH#500,0007
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Notes to the Consolidated Financial Statements (continued)
REBTISRRMITE(E)

9 INVESTMENTS IN SUBSIDIARIES AND LOAN TO
A SUBSIDIARY — COMPANY (Continued)

9 RHBATRIZERERERTFHE
YNGR /N IE)

Place of incorporation

and kind of legal entity Principal activities and Particulars of issued share Effective

84

Name Eatlds: Ly place of operation capital/paid-up share capital interest held
£78 EEERER TEERRSEHY BRTRE BERAHE  FRERER
2 ZRABEE (L R) BB AT The PRC, limited liability Advertising in the PRC RMB2,000,000 100%
company
HE - BRAAE EE—HE ARH2,000,0007T
3 LEERSFRBEARAR The PRC, limited liability Advertising in the PRC RMBS5,000,000 100%
company
HE - BRAA EE— AEH5,000,0007T
2 LB ERREEERA The PRC, limited liability Advertising in the PRC RMB1,000,000 100%
company
HE - BRAF BE—HE AEH1,000,0007T
2 AEAREESER The PRC, limited liability Provision of business RMB 1,000,000 100%
AR company information in the PRC
HE - ARAR REFEEA—FE AEH1,000,0007T
? RERREEREEARAR The PRC, limited liability Advertising in the PRC RMB500,000 100%
company
HE - BRAR BEE—HE AEH#500,0007T
2 MMNERESEBRAR The PRC, limited liability Advertising in the PRC RMB1,000,000 100%
company
HE - BRAFE BE—HE AEH1,000,0007T
2 BNTEREEREBR AT The PRC, limited liability Advertising in the PRC RMB1,500,000 100%
company
HE - BRAAE EE—HE AE#1,500,0007T
2 EMERAERBARAR The PRC, limited liability Advertising in the PRC RMBS5,000,000 100%
company
HE - BRAR EE— AEH5,000,0007T
? B RERESARAT The PRC, limited liability Advertising in the PRC RMB500,000 100%
company
HE - BRAF BEE—HE AEH500,0007T
2 MM R EREEERAT The PRC, limited liability Advertising in the PRC RMB2,000,000 100%
company
HE - BRAAE EE—HE AEH2,000,0007T
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

9 INVESTMENTS IN SUBSIDIARIES AND LOAN TO

A SUBSIDIARY — COMPANY (continued)

Place of incorporation

9 RHMBLARZRERERTHE

YNET Bl /N 1)

and kind of legal entity Principal activities and Particulars of issued share Effective
Name Eatlyds: Ly place of operation capital/paid-up share capital interest held
A EEERER TEEBRCE Y BRTRABERAHE  FEERER
2 RITBERESERAA The PRC, limited liability Advertising in the PRC RMB1,000,000 100%
company
e BRAR B —HE AK#1,000,0007T
2 EreRREEARAR The PRC, limited liability Advertising in the PRC RMB500,000 100%
company
el BRAR EE-HE AR #500,0007T
2 BR Z RS R i The PRC, limited liability Provision of business RMB1,500,000 100%
BARAA company information in the PRC
HE - BRAR RUBEEH P AR #1,500,0007T
Tt REREEESHA The PRC, limited liability Provision of market research ~ RMB10,010,000 70%
ARAT company services in the PRC
e BRAR TSI RE — AK#10,010,0007

1 Shares held directly by the Company.

2 During the year, HKHC, a wholly-owned subsidiary of the Company
acquired of 18% equity interest of 4t REBREIRENER AR
(“Beijing Huicong”) (note 17). Before this acquisition, the effective
interest held for Beijing Huicong and its wholly-owned subsidiaries

was 82%.

3 This company is newly incorporated during the year.

(b) Loan to a subsidiary

(b)

The loan to a subsidiary is denominated in Hong Kong dollar,
unsecured, interest-free and repayable on demand. The carrying

value of this balance approximates its fair value.

g BIDEBAARRERERE -

2 FR - ARARAIZEMBRRIEESBEK

Bt R E2RBEBEEAMERAR ([IERE
T21)18% B AAERS (MHEE17) « RETTIE
HER - IR BRREZENEAR
AT B S AR82% ©

D BARARERIEMAL -
BERTHEDR
RTMBARZEFABTAE  REKR

- RERARERERER - ZFHRHZIR
HEEENTFERS °
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Notes to the Consolidated Financial Statements (continued)
REBTISRRMITE(E)

10 INTERESTS IN AN ASSOCIATED COMPANY - 10 REFE QR 2 s — A KE
GROUP
(a) Investment in an associated company 6) RBEATZRE
2010 2009
—s-Bf —EEnE
RMB’000 RMB’000

AR¥TT ARET T

At 1st January nwW—H—H 1,508 1,237
Share of net profit DAEHER 1,287 271
At 31st December R+=—A=+—H 2,795 1,508
Interests in an associated company as at 31st December 2010 RZZB—TF+_A=+—0  KBEQ
include goodwill of RMB220,000 (2009: RMB220,000). Al (BIEEE) B AR220,0007T

(ZZZTNF : AR¥220,0007T) °

()  The amount represents the Group's interest in an associated () ZEBEEAEER—REEAF(H
company, Sales JV Co.. BENE]) 2K o

Below represents the assets, liabilities and revenue of an TRINRAEER-ZE—ZTE+=

associated company shared by the Group as at 31st December B=+—BHE— ML AT ZE
AV E - BEREE

Country of % Interest

Name incorporation Assets Liabilities Revenues held

SRR 32 PR

=L FREER BE afE SHEWKA BoL
RMB’'000 RMB'000 RMB'000

ARETTT ARETTT ARBTTT

(Beijing D&B HuiCong The PRC 2010
Market Research Co., Ltd.) —E-=F 15,905 33,442 40%
(“Sales JV Co.") 20,620
I RMERERTSER HE 2009
ABRARAT] —EENF
(THESZERAD) 18,980 17,688 22,505 40%
(b) Amount due from an associated company (b) FEURERE N BFIE
Amount due from an associated company is unsecured, interest- FEURES A TIRE BRI R0 8 - Mt
free, and with a credit period of 90 days. The carrying value of this HIOKEEH - ZZXEEREEED
amount approximates its fair value. FAEHEE o
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

11 TRADE RECEIVABLES, DEPOSITS, 11 BEWERR ~ £ - AARERHR
PREPAYMENTS AND OTHER RECEIVABLES fth FE U KT8
Group Company
rEE NG|

2010 2009 2010 2009

—E-BF | ZETNF | ZB-BF | ZZTNEF

RMB’000 RMB’000 RMB’000 RMB’000

ARBTR | ARBTT | ARBTR | ARETT

Trade receivables (note a) FEM R R (P Fa) 20,865 27,368 - -
Less: provision for impairment of i EWERR Z R (ERHE

trade receivables (2,017) (4,445) - -

Trade receivables — net BRI — 558 18,848 22,923 - -
Deposits, prepayments and other & - BAREREMmE

receivables (note b) Wekaa (P aEb) 8,963 17,712 122 127

27,811 40,635 122 127

Less: Non-current deposit B IEREIR S (1,749) (1,659) - -

Current portion BNERFL 5 26,062 38,976 122 127

(a) The Group generally grants a credit period of 30 days to 90 days (@) AEE—BAETHEFIOXRENXREE

to customers. The aging analysis of the gross trade receivables is as B o EIARRNABTE 2 BREC DT AT
follows:
Group
S

2010 2009

—E-FF —EENE

RMB’'000 RMB’000

ARBTT ARETTT

Current to 90 days BIEEZ 90K 14,741 20,960
91 to 180 days 91£180K 2,912 1,299
181 to 365 days 1812365k 2,388 1,328
Over 1 year iR — 824 3,781
20,865 27,368
The carrying amounts of trade receivables approximate their fair AR RAEEE A FERS ©
values.
Balances are denominated in RMB and there is no concentration HREUAREE  ARAEERERS
of credit risk with respect to trade receivables as the Group has a BEDBAREEM - S ANEE 2 FEURER
large number of customers nationally dispersed. FECEETER -
The Group has recognised a loss of approximately RMB618,000 for HE_ZT—ZF+_A=+—HILEFE "
the impairment of its trade receivables during the year ended 31st AEEE EREVRREBEHARE
December 2010 (2009: reversal of impairment provision and direct 618,000 (=TT N4F : HERERELD
write-off of loss of approximately RMB1,026,000). R EEMEEEEL A RE1,026,0007T) ©
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Notes to the Consolidated Financial Statements (continued)
REBTISRRMITE(E)

11 TRADE RECEIVABLES, DEPOSITS, 11 BWERR - B€ > BARERA

PREPAYMENTS AND OTHER RECEIVABLES b FEUR FRIE ()
(Continued)
(a) (Continued) (@) &)

As at 31st December 2010, trade receivables of approximately
RMB2,017,000 (2009: RMB4,445,000) were impaired and have
been provided for. The individually impaired receivables mainly
represent sales made to customers which have remained long
overdue.

As at 31st December 2010, trade receivables of approximately
RMB4,107,000 (2009: RMB1,963,000) were past due but not
impaired. These relate to a number of independent customers for
whom there is no recent history of default. The aging analysis of
these trade receivables is as follows:

R-ZB—ZF+-_A=+—8  EWEX
HARHE2,017,000C(ZTTNF : AR
¥ 4,445,000t ) BB 1ER#  [ERIRE
EREYRIEEZRREFHEHE mREAR
KA -

RZZ—TFF+-A=+—08 ' BREX
HARKEL,107,0007L(ZTETAF : AR
#1,963,0007T ) A EHE R (E - %250
FEZEBURFAR RSN ERE
Ridhk o ZERWEBRRZ REDITIAT

2010 2009
—E-2F ZEENF
RMB’000 RMB’000
AR¥T T ARBFIT
91 to 180 days 91£180K 2,912 1,299
181 to 365 days 1812365k 1,195 664
4,107 1,963

Movements in the provision for impairment of trade receivables are FEWER R R EREZ AT ¢

as follows:

2010 2009
—E-2F —ETNF
RMB’000 RMB’'000
ARET ARBFIT
At beginning of the year F4) 4,445 4,849
Impairment of receivables FEUFRIR R (B 618 -
Write off for impaired receivables JE TSR IR R 1 i (3,046) -
Reversal of impairment of receivables FEMGRIR R (E R [ - (404)
At end of the year F R 2,017 4,445

The creation and release of provision for impaired receivables have
been included in the consolidated statement of comprehensive
income. Amounts charged to the allowance account are generally
written off when there is no expectation of recovering additional
cash.

The other classes within trade and other receivables do not contain
impaired assets.
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

11 TRADE RECEIVABLES, DEPOSITS, 11 BRERR - #E > AARKERH

PREPAYMENTS AND OTHER RECEIVABLES i FE U FRIE ()
(Continued)
(a) (Continued) (@) (&)

R¥fE BB R ERRR T LXK E
FEWERRZ N FE - AEEIES A
B mIERER -

The maximum exposure to credit risk at the reporting date is the
fair values of trade receivables disclosed above. The Group does
not hold any collateral as security.

(b) Deposits, prepayments and other receivables (b) &< BEAFERHEMERTE

Group Company
TEH P /NG|
2010 2009 2010 2009
—E-TF | ZZTNF | ZB-FF | ZZTNF
RMB’000 RMB’'000 RMB’000 RMB’'000
ARETT | ARETT | ARBTR | ARETT
Long-term deposits %S 1,749 1,659 - -
Short-term deposits HERe 1,389 984 - =
Prepayments Bt 5IE 3,710 2,528 - -
Other receivables H b fE Y FR0E
— Amount due from a third party —FEWRTHAR A —%
(EREXHRIARAR), FERRFBEZE=
formerly held by a major 7 GEREXERIBR
shareholder of the Company N&])ZFIE 520 1,051 - =
— Others (Note i) — Eh (Bt &%) 1,595 11,490 122 127
8,963 17,712 122 127
The fair values are as follows: BBEAAFEET :
Deposits e 3,138 2,643 - =
Prepayments FEfFIE 3,710 2,528 - -
Other receivables H b FEMGRIE 2,115 12,541 122 127
8,963 17,712 122 127
Denominated in; ARG & #EEHE
HK dollar BT 122 127 122 127
RMB AR 8,841 17,585 - -
8,963 17,712 122 127
Note (i): Included in “others” in 2009 is RMB10,000,000 investment in a MEEG) : sEAZZZTAF[EM IBE BIRER

—REERTZRTERZIARE
10,000,0007T * #ZEERITAFE E
ML - ZIREARSRER -
BHIEAR HERFFEA2IE - Z
REEGMN T —FEDH -

banking product from a commercial bank which is a listed financial
institution in the PRC. The investment is principal guaranteed, has a
maturity period of 9 months and bears a maximum interest at 2.7 %
per annum. This investment product was matured in 2010.
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

12 DIRECT SELLING COSTS - GROUP 12 EEHEREA-FKE
Upon the receipt of subscription revenue from third party customers, BUZE=FRFZFIBIRAR  AEEBRNE
the Group is obligated to pay sales commissions and agency fees to the BEEREEERRESTHERS RREE
salespersons and agents. The subscription revenue are initially deferred A o AT AN 2 AIEEN 7 12 H AR 75 B 12
and recongised in the consolidated statement of comprehensive income GRAZEWRARRER - Bt - RIRGHRE
in the period in which the services are rendered. Accordingly, the BATBRAMEEEE 2 AeRRIBERRIE
commissions and agency fees, which are directly attributable to earn FENE B BATE AR S 2 IR A RR TR ©

such subscription revenue during the service period, are deferred and
recognised in the consolidated statement of comprehensive income in
the same period.

13 AMOUNTS DUE FROM A RELATED COMPANY 13 FEREEARRIE - REE

- GROUP
2010 2009
—E-2F ZEENF
RMB’000 RMB’'000
ARBTT ARETTT
Amounts due from a related company: JFEUR BARSE A B FRIE
I REEREREEFAEGRAT IR EHEEREEFBAEGRAT 981 861
981 861
The amounts due from a related company arose from the normal course FEU BABsE A RIRIATI R B B RIS BIEREAE -
of business and is denominated in RMB, unsecured, interest-free and WAARKEE - BEER 2B REREE
repayable on demand. This related party has no default history. The Ko R ERAE A T B GRS o R
carrying values of this balance approximates its fair value. REEEEATERE -
14 CASH AND CASH EQUIVALENTS 14 BERBESEEY
Group Company
rEH PN
2010 2009 2010 2009
—E-2F | ZETNEF | ZB-BF | ZETNF
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT | ARETT | ARBTR | ARBTT
Cash at bank and on hand RITRERFHERS 167,080 113,669 5 5
Fixed deposit TEHITER 21,344 87,450 - =
188,424 201,119 5 5
Denominated in: AT E#EHE
- HK dollar —BT 4,564 1,669 - -
- RMB PN 169,445 177,530 - -
— US dollar — T 14,415 21,920 5 5
188,424 201,119 5 5
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

14 CASH AND CASH EQUIVALENTS (continued)

The fixed deposit are highly liquid with original maturities of three
months or less. As at 31st December 2010, cash and cash equivalents
of approximately RMB168,221,000 (2009: RMB173,918,000) of the
Group were denominated in Renminbi and deposited with banks in the
PRC. The conversion of the Renminbi denominated balance into foreign
currencies is subject to the rules and regulations of foreign exchange
control promulgated by the PRC government.

Cash and cash equivalents include the following for the purposes of the
consolidated cash flow statement:

14 BERASZEEY @)

THERASREBE  MERIHBEAE=M@EA
PN c RZZE—TF+_A=+—8 &%
BEUAAREFHERFATRREANRITHERES R
REEEMOBARE168,221,000 (ZFF
& AR¥173,918,0007T) ° B ZEUAR
B ENGHRFIE LR BINEAZ R RABTRE
HERIINEE Hl48 Bl KRR BIFTAR R o

RiFaReRER RS LREEEYWOT

Group

R EE
2010 2009
—E-EF ZETNF
RMB’000 RMB’'000
AR®T T ARET T
Cash and bank balances IBE MIRTTH S 188,424 201,119

15 SHARE CAPITAL 15 B
Number Ordinary
of shares shares
BB E ZER
RMB’'000
ARET T
At 1st January 2009 and 31st December 2009 RZZETNF—-A—HRK

—EThF+=A=1+—H 488,178,960 52,055
Exercise of share options 1T AR 700,000 61
At 31st December 2010 R-E—ZTF+-_HA=+—H 488,878,960 52,116

The total authorised number of ordinary shares is 1,000,000,000 shares
(2009: 1,000,000,000 shares) with a par value of HK$0.1 per share
(2009: HK$0.1 per share). All issued shares are fully paid.

Share options

(i) Pursuant to a written resolution of the shareholders of the
Company dated 30th November 2003, a pre-IPO share option
scheme (the “Pre-IPO Share Option Scheme”) was adopted by
the Company. Pursuant to the Pre-IPO Share Option Scheme, the
board of directors is authorised to grant options to any directors or
employees of the Company or any of its subsidiaries to subscribe
for shares in the Company at prices to be determined by the board
of directors in accordance with the terms of the Pre-IPO Share
Option Scheme.

JATE AR A2 284 1,000,000,000/8 (—ZZ h,
£ : 1,000,000,0008%) BIREE0. 1B T(ZF
THE : SREENBIT) 2’kfn - FED %
TRHEIBEHE -

B

iy REARRRRNR-_ZZ=F+—H=+
BZEMARR  ARARB—HERA
PR R AT R A s 81 ([ &R AR B AT
MRt El ) - RIBEE R AR BRI
8 ERGRRERNBIETARR
FEEFMBARNEMEERES - N
RIZE R A PR AR A0 B A T B 1Y 1650R
HHREESETNERBBARAMRD -
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Notes to the Consolidated Financial Statements (continued)
BTSRRI (8)

=)
o8]

15 SHARE CAPITAL (continued)

92

Share options (Continued)

0)

(ii)

(Continued)

Each option under the Pre-IPO Share Option Scheme has a 10-
year exercisable period, which may be exercised after the expiry of
twelve months from the date on which trading in the shares of the
Company first commenced on GEM, being 17th December 2003
(“Listing Date”). Commencing from the first, second and third
anniversaries of the Listing Date, the relevant grantee may exercise
options up to 33.3%, 66.6% and 100% respectively. No additional
share options were granted pursuant to the Pre-IPO Share Option
Scheme during the year.

Pursuant to a written resolution of the shareholders of the
Company dated 30th November 2003, a share option scheme (the
“Share Option Scheme”) was adopted by the Company. Pursuant
to the Share Option Scheme, the board of directors is authorised
to grant options to any directors or employees of the Company or
any of its subsidiaries to subscribe for shares in the Company at
prices to be determined by the board of directors in accordance
with the terms of the Share Option Scheme. No additional share
options were granted pursuant to the Share Option Scheme during
the year.

During the year ended 31st December 2004, a total of 26,000,000
share options were granted to two executive directors and certain
employees pursuant to the Share Option Scheme, of which
7,850,000, 9,350,000, 1,080,000, 581,000 and 265,000 share
options were lapsed during the year ended 31st December 2005,
2007, 2008, 2009 and 2010, respectively. The grantees can
exercise these options at an exercise price of HK$2.40 per share in
a ten-year period starting from the expiry of twelve months from
the date of the granting of options, being 18th February 2004.
Commencing from the first, second and third anniversaries of
the Offer Date, the relevant grantee may exercise options up to
33.3%, 66.6% and 100% respectively.

During the year ended 31st December 2006, a total of 10,000,000
share options were granted to one executive Director and certain
employees pursuant to the Share Option Scheme, of which
2,460,000, 2,908,000, 346,000 and 644,000 share options were
lapsed during the year ended 31st December 2007, 2008, 2009
and 2010. The grantees can exercise 100% of these options at
an exercise price of HK$1.49 per share in ten years period starting
from the expiry of twelve months from the date of the granting of
options, being 23rd June 2006.

HC International, Inc - Annual Report 2010

15 BAs)
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(ii)

(%)

BIEERAFRBRATBRETE - S0
PRHEZITEER10E - RADRIRGE
REBIERABRESAH(AI=_ZT=4F
+=A+tB (ITEmBAH]) 1+ 1@
AEmEr T1IE - EWABAZE—
F_REFEZAFR  BEEARARZA]
D RIFTE33.3% * 66.6% 5 100% 2 B
W o ARBIRAFE W EREE X ARA
AR AT BB AR AE ST B35 H BRI NI AR A -

BRERANRRER=_ZZ=F+—A=+
AZEMRZER - AAARA—IABAE
stEI(TEAERTE ) - RIBBARERS
ESgRRERARR RIS EEMMTE AR
EFES X NERE - UIREEAER
B ERIERMER S EENERRBEAR
DALY » RRBRAFE I EARIRIEAR
RSB RSB A AE
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B - BIRERE S - 4 2£26,000,000
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FH+ZA=FT—RHIEFERKRY - AEA
ARERERLAHBIZZETNFE=A
TAB)EBTEAERAKRZ+EA
IAERR2.40 B T TTEEITHEZ SR
o REHAZE— F-RFEZRAF
B BRARARZ D RT33.3% -
66.6% 5. 100% 2 BEISAE

RBEZZZAF+_A=+—HILEF
= BRIBEERELE - 4 2£10,000,000
HDEREER T —RATESKIDE
T - fEA2,460,00013 + 2,908,00017 -
346,00013 & 644,00017 BB IR EE RE =
TR F . _FEN\F - _FTANFR
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

15 SHARE CAPITAL (continued)

Share options (Continued)

(ii)

(Continued)

During the year ended 31st December 2007, a total of 23,000,000
share options were granted to two executive Directors and
certain employees pursuant to Share Option Scheme, of which
10,267,000, 1,035,000 and 2,403,000 share options were lapsed
during the year ended 31st December 2008, 2009 and 2010
respectively. The grantees can exercise these options at an exercise
price of HK$1.24 per share in ten years period starting from the
expiry of twelve months from the date of the granting of options,
being 11th July 2007. Commencing from the first and second
anniversaries of the Offer Date, the relevant grantee may exercise
options up to 50% and 100% respectively.

During the year ended 31st December 2008, a total of 14,600,000
share options were granted to one executive Director and certain
employees pursuant to Share Option Scheme, of which 500,000
and 1,180,000 share options were lapsed during the year ended
31st December 2009 and 2010 respectively. During the year ended
31st December 2010, 700,000 share options were exercised.
The grantees can exercise these options at an exercise price of
HK$0.604 per share in ten years period starting from the expiry
of twelve months from the date of the granting of options, being
29th September 2008. Commencing from the first anniversary of
the Offer Date, the relevant grantee may exercise options 100%.

During the year ended 31st December 2010, a total of 33,800,000
share options were granted to one executive Director and certain
employees pursuant to Share Option Scheme, of which 700,000
share options were lapsed during the year ended 31st December
2010. The granters can exercise these options at an exercise price
of HK$0.82 per share in ten years period starting from the expiry of
twelve months from the date of the granting of options, being 7th
April 2010. Commencing from the first and second anniversaries of
the date of grant, the relevant grantee may exercise options up to
50% and 100% respectively.

15 BRA& @)
BB AR ()
@iy (&)
ﬁ/\%it:ztf%?gtﬁJr_ﬁl:Jr*Elﬂ:i
- IRIRRERRAE ST &) - & $£23,000,000

Pﬁ%ﬁﬁffga&%ﬁﬁ%iﬂ TEERHH B
T - i E & 10,267,000 13 1,035,000
19 %2,403,000 P FEREEREBE_TT
NE ZBTNFR=ZFT—ZTF+=A
=+—HIEFERKY o FRARTRER
BEREAPHEI—Z2LFL A +—H)#
AT EAERBERZTFEAR - SR
1,24 TTRTTE BT S B AREE - 18R
HHBZE—REZRFER  BEARA
B0 5 BITT#50% K% 100% 2 BEA%HE ©

REBEZTZZENF+A=1+—HIEF
= IRIRIEIGAERT & - & 2£14,600,00019
BRECE T 2R TESRIHETL -
il £ A1 500,000 13 % 1,180,000 17 B % 4
BEREE_TTNFR-_T—ZTF+=A
=+—HILEFEREY - HEZT—TF
+TZA=+—HIEFE '+ BEf7£700,000
DIERRHIE - AR AR R AR ER B
(== N\FAAZT AR T
AEWMFGZ TFR - LAERR0.60473 7T
RTTEEITE R ERERE - (AR
FE—EFRE - BEEREARITE100% .2
HEARHE -

REBEZZ—ZSF+-_A=+—HIF
I *E%EE%M%EH%J 4 #£33,800,0001%
BRECE T BN TESRIHETL -
mEA700,0005 EREERNEE T —
SFE+-A=+—RHILEFERAKRY o &
BATRBRERLAHEIZZ—ZF
mAEBR) B+ =EAERMAZ 5
A B0 828 TTMTTE BT %S
Bk - EIRE A E—REZAFRE
BEAFER AR D RIITE50% K& 100% 2 8
A o
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

15 SHARE CAPITAL (Continued) 15 BRA& @)
Share options (Continued) AR ()
(i) (Continued) @iy (#&)
The weighted average assumptions used are as follows: PR INRE I EMRR AT -
18th 29th
February  23rd June  11th July September 7th April
2004 2006 2007 2008 2010

—RENE —ERNE —ERLF —BENF —2-EF
ZA+NAB 7<A=t=H tA+—-H ARA=+hH HWALtH

Exercise price (in HK dollar) IEECET) 2.40 1.49 1.24 0.604 0.82
Fair value of the options BREATE

(in RMB) (ARE) 20,193,000 3,919,000 9,390,000 2,756,000 14,825,000
Risk free interest rate (in %) BERFIE(%) 134-443 4911 4757 3.133 2.865
Expected life (in years) T FH(5) 54-66  32-55  24-62 38-48  34-59
Volatility (in %) RN (%) 32 34.8 49 722 79.8
Expected dividend per share (cents) FEEAGARAR S (5) 0 0 0 0 0
At the working date before options were granted, 17th February RIBREER HAT 2 TER - — T T4
2004, 22nd June 2006, 10th July 2007, 26th September 2008 and —A++t8 - ZEFERFNA=-+=H
6th April 2010, the market value per share was HK$2.45, HK$1.45, —EELFHA+H - —EZEN\EFENA
HK$1.24, HK$0.55 and HK$0.82 respectively. —+RABEZZE—ZFFMANE &

TMEDRAE2.45%87C « 1.4587C * 1.247%
JC ~ 0.55%8 7T 2 0.82/8 T °

Movements in the number of share options outstanding and their RITEEREAREEE RITEE BT -
exercise prices are as follows:

(i)  Pre-IPO Share Option Scheme (i) BXABEBRATEREZ
2010 2009
—E-EF —ETNF

Exercise Exercise

price price
in HK$ Share in HK$ Share
Expiry date per share options per share options

BRAET BT
ZH#A TEE B 1TE(E A
At 1st January n—RhB—H 0.44 9,147,120 0.44 9,147,120
Exercised B17fF - - = =

At 31st December 17th December 2013

RNt+=—A=+—H —E—=%+-F++H 0.44 9,147,120 0.44 9,147,120
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

15 SHARE CAPITAL (Continued) 15 BRA& @)
Share options (Continued) BB AR ()
(i) Share Option Scheme (i) BERETE
2010 2009
—E-FF —EENF

Exercise Exercise

price price
in HK$ Share in HK$ Share
Expiry date per share options per share options

BRET BRAETT
Z|E A IEE B R 1T1E(8 BB e
At 1st January 2.40 7,139,000 2.40 7,720,000
w—H—H 149 4,286,000 1.49 4,632,000
1.24 11,698,000 1.24 12,733,000
0.604 14,100,000 0.604 14,600,000
0.82 - - -
Granted 2.40 - 2.40 -
s 1.49 - 1.49 _
1.24 - 1.24 =
0.604 - 0.604 —

0.82 33,800,000 = =

Lapsed and exercised 2.40 (265,000) 2.40 (581,000)
BB RITE 1.49 (644,000) 1.49 (346,000)
1.24 (2,403,000) 1.24  (1,035,000)

0.604 (1,880,000) 0.604 (500,000)
0.82 (700,000) = =

At 31st December 18th February 2014

®W+=—A=+—H —ZE—mFE=-_A+/\H 240 6,874,000 2.40 7,139,000
23rd June 2016
—E—XFXA=t+=H 1.49 3,642,000 1.49 4,286,000
11th July 2017
—T—+FtA+—H 1.24 9,295,000 1.24 11,698,000
29th September 2018
- N\FNA=+NEB 0.604 12,220,000 0.604 14,100,000
7th April 2020
—E-TFMALH 0.82 33,100,000 = =
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

16 OTHER RESERVES 16 Hftbf#E

Group
A58
Share-based Share
compensation  redemption
Share Capital Other Merger reserves reserve  Exchange
premium reserve reserve reserve  UBHARER i reserve Total
RORE  EARE  HbRE  AFRE CRERE  FRORE  ENRE At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTLE  ARETR ARBTT ARETR ARETR ARETR  ARETR ARETR

At 1st January 2009 RZZENE-F-H 132,734 987 = 108,830 23,733 49 (6,812) 259,968
Share option scheme-value of  EEfRiE: 2|
employee services -EEREER - - - - 5338 - = 5338
Currency translation difference ~ E¥E{ZE - - - - - - (33) (33)
At 315t December 2009 R=EENETZA
=t-H 132,734 987 = 108,830 29,071 49 (6,845) 265,273
At 1st January 2010 W-2-2£-F-R 132,734 97 - 108830 29,071 4% 6345 265273
Share option scheme-value of  E&fRiE:t 2l
employee services -EERH%EE - - - = 7,931 - = 7931
Exercise of share options 1R RE 310 = - - - - _ 310
Acquisition of additional interests  IEEHB A A& ER
in a subsidiary (Note 17) (HizE17) - - (48,474) - - - - (48,474)
Currency translation difference ~ E¥EXZE - - - - - - (645) (645)
At 315t December 2010 W=E-FE+-R
=t-A 133,044 987 (48,474) 108,830 37,002 49 (7,490 224,395
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Notes to the Consolidated Financial Statements (continued)
A BTSRARMITE(E)

16 OTHER RESERVES (continued) 16 HtbRE )
Equity movement of the Company
RAAEESD
Share-based Share
compensation ~ redemption
Share Share reserves reserve  Exchange Accumulated
capital  premium LURGBER Bt reserve losses Total
kx  ROBE zRERE  BORE BN 2HER @t

RMBO00  RMB'000  RMB'000  RMB'O00  RMB'000  RMB00  RMB'000
ARBTE  ARETR  ARBTL ARMTRL ARETR ARETT ARETR

At 1st January 2009 R=ZZNE-F—-H 52,055 132,734 23,733 496 (258) (24,816) 183,944
Loss for the year rEEER = = = = = (3,345) (3,345)
Share option scheme-value of BlE:tE 78

employee services TR EE - - 3,064 = S = 3,064
Currency translation difference ~ EHENZ2 - - - - 41 - 4
At 315t December 2009 RZZENE+=A

==H 52,055 132,734 26,797 496 217) (28,161) 183,704

At 1st January 2010 WZE-ZF—-f—-H 52,055 132,734 26,797 496 217) (28,161) 183,704
Loss for the year rEEER = = = = = (7,099) (7,099)
Share option scheme-value of ~ BIRiE:EI-EE

employee services RisEE - - 6,851 - - - 6,851
Exercise of share options TEERE 61 310 - - - - 371
Currengy translation difference ~ EWEHZE - - - - 10 - 10
At 31st December 2010 R-E-ZF+-A=1-H 52,116 133,044 33,648 496 (207) (35,260) 183,837
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

17 TRANSACTION WITH NON-CONTROLLING 17 BEEFERERRS
INTERESTS
On 28th October 2010, the Group acquired an additional 18% of the RZZ—ZF+AZ+/N\B » KEERIER
issued and paid-up share capital in 1t REIBEFRENH R A7) (“Beijing REWEAEENEA IR ERERENA
Huicong”), a subsidiary of the Group for a purchase consideration, AR ([JLRER ) #EIN8% B BT REZE
including transaction costs of approximately RMB56,122,000 from the BRA - WERE(BERIERA) AR ARE
non-controlling shareholder. 56,122,0007T °
The carrying amount of the non-controlling interest acquired and %75’\;5%#% MRIESEITR S TS IE AR
consideration paid in excess of carrying value recognised within equity as w2 REE R R A REREB L REE 2 BN
a result of the transaction with non-controlling interests were as follows: REWT :
2010
—E2-E2F
RMB’000
AR®TRT
Carrying amount of non-controlling interests acquired PR IR R o5 2 PR TEI (B 7,648
Consideration paid for the non-controlling interests, A SEE R R B
including transaction costs (BIREZHEA) (56,122)
Consideration paid in excess of carrying value RiESANERBLEREEZ
recognised within equity ERRE (48,474)
The effect of transaction with non-controlling interests on the equity HE-T—TF+_A=+—HILFE B3
attributable to the Company’s equity holders for the year ended 31st ERER R S HAR R RIRERF B ARLER
December 2010 was summarised as follows: FERT
2010
—2-E2F
RMB’000
AR®TT
Total comprehensive income for the year attributable to  ANA B35 A AEIGAEE
the equity holders of the Company Z2HEWALREE 6,290
Changes in equity attributable to shareholders of the W EE — KB A RIRAIME R FTEE £
Company arising from the acquisition of NA RIIRCER FE(G R 2
additional interests in a subsidiary (48,474)
(42,184)
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

18 TRADE PAYABLES, DEFERRED REVENUE AND 18 BNRM - BEWAURETE

ACCRUED EXPENSES AND OTHER PAYABLES AR H At FRIE
Group Company
AEE ARQFE
2010 2009 2010 2009
—E-EF | ZZTTNF | ZB-BF | —_TTNF
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR | ARBTT | ARBTR | ARBTT

Trade payables (a) FERTBR R (a) 2,262 2,332 - =
Deferred revenue EEIA 195,965 107,363 - -
Accrued expenses and other FEETE R R E Ath FE AT
payables (b) XA (b) 50,311 22,279 232 240
248,538 131,974 232 240
Balances are denominated in RMB and the carrying values of these BRENAREREN - BRFHREZREAER
balances approximate their fair values. HAFERE -
(@) The aging analysis of trade payables is as follows: (@) ERERZEERSTNAT :
2010 2009
%5 | —TEAF
RMB’000 RMB’000

ARBTT ARETTT

Current to 90 days BNHEfZ= 90X 1,083 1,574

91 to 180 days 91% 180k 898 440

181 to 365 days 181£365K 279 132

Over 1 year HBilm—F 2 186

2,262 2,332

(b) The amount mainly includes accruals for out-sourcing cost (b) SFEEZEIEHRMBATIMIEARLIA

of market research of approximately RMB 15,329,000 (2009: R#15,329,000(ZEZTNF : HAR

approximately RMB5,529,000) and other payables for assets #5,529,0007T ) MENEEBBERHAR

acquisition of approximately RMB12,832,000 (2009: approximately 12,832,000 (ZFFTNF : HARE
RMB301,000). 301,0007T) ©

SENBEFBRAERIES 2 ETER
HARM185000L (=TT NEF - DA
R#276,0007T) ° RIZFBIEG - A&
E/BIZEERF 220% * 10% & 12% %
MBRAENES  BERIESKER
BRIE SRR -

The amount also includes accruals for statutory benefits funds
in the PRC of approximately RMB185,000 (2009: approximately
RMB276,000). In accordance with the PRC regulations, the Group
is required to make contributions to the retirement benefit fund,
medical benefit fund and housing benefit fund, calculated at 20%,
10% and 12% of the basic salaries of the employees, respectively.
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

19 DEFERRED INCOME TAX - GROUP
Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset of current tax assets against current
tax liabilities and when the deferred income tax relates to the same tax

19 EEFREH - AKE
HEAE RTS8 MBIA A E R
BORRMIEY - MBEMEBHSRE B
EHE - S RER S BAERAMES -

jurisdiction. The offset amounts are as follows: IS -
2010 2009
—E-FF —ETNF
RMB’000 RMB’000
ARETT ARETTT

Deferred income tax assets (to be recovered after JEEFTEFREE (ERBE+ @A
more than 12 months) 1&RE) 1,735 3,501
Deferred income tax liabilities (to be settled after EEFTEFRERE (ERBAE+ @A
more than 12 months) 1&B8) - -

1,735 3,501

The net movement on the deferred income tax account is as follows: REFTISTIAR B S 8)F RN T ¢

2010 2009

—E-EF —ETNF

RMB’000 RMB’000

AR¥T T ARET T

At 1st January nw—H—H 3,501 1,737
(Charged)/credited to consolidated statement of (1K) st AGZE2EBA

comprehensive income (note 24) Wwx (H5E24) (1,766) 1,764

At 31st December R+—A=+—H 1,735 3,501

FRIRTENIAE E R EE S COREH R EHAR
BIS A AR -

The movements in deferred tax assets and liabilities during the year
without taking into consideration the offsetting of balances within the
same taxation jurisdiction, are as follows:
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

19 DEFERRED INCOME TAX — GROUP (continued)

19 ELEFIEHR —FAEB8 (o)

Deferred tax assets BELERBEE
Tax losses
TS
2010 2009
—E-ZF ZEENF
RMB’'000 RMB’000
ARET T ARET T
At 1st January R—H—H 3,501 1,907
(Charged)/credited to the consolidated statement — (F1B}) FtALAEE
of comprehensive income L ONES (1,766) 1,594
At 31st December R+—A=+—8H 1,735 3,501
Deferred tax liabilities EABIEA S
Deferred development costs
I 7 BR 3% A AN
2010 2009
—E-ZF ZEENF
RMB’000 RMB’000
ARET T ARETTT
At 1st January R—H—H - (170)
Credited to the statement of comprehensive FTAERE ZEATRE
income - 170
At 31st December R+—A=+—H - -

Deferred income tax assets are recognised for tax loss carry forwards to
the extent that the realisation of the related tax benefit through future
taxable profits is probable. The Group did not recognise deferred tax
assets of RMB1,586,000 (2009: RMB2,713,000) in respect of losses
amounting to RMB6,344,000 (2009: RMB10,853,000) that can be
carried forward against future taxable income. The tax losses will expire
within 5 years.

FERA B 765 A1 i R K RT BB 38 38 AR 2R B aR At i 7] 2
BE - AREEMEHEERREERIER
18 o NEBWER ARKE6,344,000L (ZFF
FLE : AR#10,853,0007T ) 7] it A& EHIER K
RERBIMA Z EERREERBEEARK
1,586,000 T (=TT N F : AR¥2,713,000
TL) ° RERBIEEENAFAEIE -
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

20 INCOME TAX PAYABLE AND OTHER TAXES 20 ERFMBHRREMBEHRE
PAYABLE - GROUP —REH
2010 2009
—E-FF —EENF
RMB’000 RMB’'000
ARET T ARBFIT
Income tax payable: FEZAFR1STH -
Corporate income tax RIS 5,424 5,875
Other taxes payable: HAb MBS
Business tax HEER 6,405 6,580
Cultural and development tax XA REEH 1,872 1,718
Other taxes H AR 4,271 4,053
12,548 12,351
21 OTHER INCOME 21 HA
2010 2009
—E-ZF —ETNE
RMB’000 RMB’'000
AR®T T ARBFIT
Continuing operations BEREE
Interest income FESA 2,033 2,504
Government grants BT BN 4,043 -
6,076 2,504
The Group received grants from 1t R & F @B for promoting AEEBILRTE FEFBBWERFEE) - AE
electronic trading platform amongst the entities in the PRC, the HEFREECEMZEFRGTE « REBFTH
conditions specified in the government approval were fully achieved XA R ERF AR EEER ©
during the year.
2010 2009
—E-2F —EENF
RMB’000 RMB’'000

ARBTT ARETTT

Discontinued operations BRI REER
Interest income FLEHA 44 9
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22 EXPENSES BY NATURE

Notes to the Consolidated Financial Statements (continued)
BTSRRI (8)

22 #HEBECER

2010 2009
—E-ZF —EENE
RMB’'000 RMB’000
ARBTT ARBFIT
(Restated)
(&51)
Continuing operations BEREER
Cost of trade catalogues and yellow page TR NEE Bk

directories AR 34,143 37,802
Cost of on-line services BB AR 2 B AN 23,606 15,151
Cost of market research and analysis THR R DT Z A 42,779 19,881
Cost of seminars and other services W& I E M AR TS 2 A AN 24,062 15,508
Marketing expenses TG EE A 15,318 12,880
Network and telephone expenses s & A 14,223 11,325
Auditor’s remuneration IZ SR 1,996 2,113
Staff costs, including directors’ emoluments ETIAN(BIEEENS)

(note 23) (FtzE23) 179,374 139,818
Amortisation of land use rights (note 6) Tt R 2 4R (P9 5E6) 427 427
Amortisation of intangible assets B EE 2B 2,802 3,931
Depreciation of property, plant and equipment ME - BMEMKEZITE 12,929 14,891
Provision for/(reversal of) impairment and FEURBE TR B b e U 508 2

write off of trade and other receivables MER (R R 1,023 (1,026)
(Gain)/loss on disposal of property, plant and HEWE - BRERE#H 2

equipment (note 29(b)) (Wz=),/E5B (HiEE29(b)) (49) 318
Operating lease payments in respect of land and ARt MiEF 2

buildings KB AR 15,977 147155
Other expenses Hfb 2 A 27,128 22,656
Total cost of revenue, selling and marketing SHERA  SHERTIGHEERRIAK

expenses and administrative expenses THREREE 395,738 309,830

2010 2009
—E-ZF —ETRhF
RMB’'000 RMB’000
AR¥T T ARETTT
Discontinued operations RIEEER

Marketing expenses TisHEE A 728 542
Network and telephone expenses M B E R 62 41
Auditor’s remuneration TZ SR & - -

Staff costs, including directors’ emoluments ETRAN(BREESHE)

(note 23) (BH3E23) 3,185 4,973
Amortisation of intangible assets | AR 2 B 195 -
Depreciation of property, plant and equipment ME - BENEREZITE 260 337
Operating lease payments in respect of land BT RETY

and building TR AR 251 269
Other expenses Hfbh % A 198 188
Total cost of revenue, selling and marketing HEKRAE « HERMSHERE RN

expenses and administrative expense T E RAEE 4,879 6,350
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Notes to the Consolidated Financial Statements (continued)
REBTISRARMITE(E)

23 EMPLOYEE BENEFIT EXPENSES

104

23 EEFFRFEX

2010 2009
—E-2F —EENF
RMB’000 RMB’'000
ARET T ARBFIT

Continuing operations BEEEER
Wages and salaries TERHS 159,546 127,292
Retirement benefits costs (a) RIREFIKA () 12,977 9,462
Share option schemes — value of employee services B2 — & B RIS BE 6,851 3,064
179,374 139,818

The employee benefit expenses amounting to RMB8,810,000 (2009:
RMB7,151,000), RMB56,992,000 (2009: RMB49,040,000) and
RMB113,572,000 (2009: RMB83,627,000) are recognised in cost of
revenue, administrative expenses and selling and marketing expenses,
respectively in the consolidated statement of comprehensive income.

RERBAM SBARE 8,810,000 (=
TTAF : AR¥T7,151,000L) ~ AR
56,992,0007L (=TT NF : AK#49,040,000
TT) BRARK 113,572, oooﬁ(:wni N
[R#83,627,00070) 7 At AR & EE U ATRE
RYSHE A ﬁﬂz%ﬁﬁﬁu&ﬁﬁ%&m%%ﬁ%%
e

2010 2009
—E-FF —ZEThEF
RMB’000 RMB’000
AR¥F T ARETTT

Discontinued operations BRI
Wages and salaries TERF® 1,719 2,346
Retirement benefits costs (a) BRIRBEFIAK AN (a) 386 353
Share option scheme — value of employee services EER T E|— (2 B RIS EE 1,080 2,274
3,185 4,973

(a)

In accordance with the PRC regulations, the Group is required to
make annual contribution to the state retirement plans calculated
at 20% of the basic salaries of the employees, and employees are
required to contribute 8% of their basic salaries to the plans. The
Group has no obligations for further pension payments or any
post-retirement benefits beyond these annual contributions. The
retirement benefits are paid directly from the plan assets to the
retired employees and are calculated by reference to their monthly
basic salaries at the date of retirement and periods of service
rendered.

As at 31st December 2010, the Group had outstanding
contribution payable of approximately RMB50,000 (2009:
RMB50,000) to the retirement plans participated by the Group,
and there was no forfeited contributions available to offset future
retirement benefit obligations of the Group.
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(a) REFEMBF  AEEFFEEEEE
RE£20% MBESERETEIHZK - EB
BlEMZEFEEHEEARFT 8% 2 #
Moo BRZEFERFIN - NEEBERE
HA RIS RN R IR IER] © BIR
B RZEAEEETEESN TRINE
B WREHNERRBBHZERAH KR
HARTE 2 FHARTH o

RZZ-ZF+-A=+—R ' ~&E3s
Hp2 BRI BN 2 KRB HRH
jli /\Em
A AR 8

AAREESQ, 00075(f2
50,0007T) @ R
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

23 EMPLOYEE BENEFIT EXPENSE (continued) 23 EEEAFEZ@

(b) Directors’ and senior management’s emoluments (b) EBREREEASHS

The remuneration of every director for the year ended 31st §$:§t§%+:ﬁz+—5¢$§ '
. ) BEEE2HMEIOT
December 2010 is set out below:

Share based

compensation

Employer’s  from share

contribution option

to pension schemes

scheme B E
Name of Director Fees Salary BIRETE  FEEHZ Total
BEEpE ik M 2EEMHX AP R st

RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
ARBTT  ARETT  ARETT ARBTT ARBTE

Director Mr. GUO Fansheng

5% AL AE - 600 45 - 645
Mr. GUO Jiang
Tk AE - 600 42 983 1,625
Ms. Guo Bingbing (Note)
Fokik &£ (FiE) - 90 2 120 212
Mr. LI Jianguang
FEkrk - - - - -
Mr. ZHANG Ke
R IE 80 - - - 80
Mr. XIANG Bing
BERE 80 - - - 80
Mr. GUO Wei
BREE 80 - - - 80
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

23 EMPLOYEE BENEFIT EXPENSE (continued) 23 EEEFBEX®
(b) Directors’ and senior management’s emoluments (b) ESRSHREEAEME
The remuneration of every director for the year ended 31st  ZE_TTNFT A=+ —HIEFE -
December 2009 is set out below: BEEE 2HMESOT

Share based

compensation

Employer’s  from share

contribution option

to pension schemes

scheme B E
Name of Director Fees Salary BIRGTE FHEREHZ Total
BEEpE we M @ 2EEHEN P47 2R A #st

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AREBTT ARETT ARETT ARETRH

Director Mr. GUO Fansheng
£ MAERE - 600 42 - 642
Mr. GUO Jiang
TR - 600 43 397 1,040
Mr. LI Jianguang
FENEE - - - - -
Mr. ZHANG Ke
SRS SR 80 = - - 20
Mr. XIANG Bing
B 80 - - - 80
Mr. GUO Wei
REE 80 - - - 80
Note: Ms. Guo Bingbing was appointed as an executive director on Hist BWRKEZLTR_Z—FF+—A+BE
10th November 2010, the director’s emolument disclosed above ZAEARPTES  EXHEBEZEZHE
represented two months result since her appointment as the executive gé HEZERNTESEMREA 2 &
director. 5
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Notes to the Consolidated Financial Statements (continued)
A BTSRRMITE(E)

23 EMPLOYEE BENEFIT EXPENSE (Continued) 23 EEFEAEXZ @
(c) Five highest paid individuals () ElUERSHAL
The five individuals whose emoluments were the highest in AEBRFARUGERHFATEE %
the Group for the year include one (2009: one) director whose ZTTNE  —R)EF  KZHEER
emolument is reflected in the analysis presented above. The EX 25z oM RER - REAEMNTE
emoluments payable to the remaining four (2009: four) individuals BUE(ZETNF - M) AT 2B
during the year are as follows: N
2010 2009
—E-ZF —ZETRF
RMB’000 RMB’000

ARBTT ARETTT

Basic salaries, housing allowances, share options, EA¥:% - E =28k - BARHE -

other allowances and benefits in kind HAhERE R BT 3,027 2,960
Retirement plan contributions IRIRET R 42 61
3,069 3,021

The emoluments fell within the following bands: BlesEMT

Number of individuals

AE
2010 2009
—E—FF —EENE
Nil to HKD1,000,000 (equivalent to Nil to Z£%1,000,0007C (FHER
RMB850,900) =% AR#850,9007T) 4 4
HKD1,000,001 to HKD 1,500,000 (equivalentto 1,000,001 T2 1,500,000/ 7T
RMB850,900 to RMB1,276,350) (HBE M AR #850,9007T
= AR¥1,276,3507T) 1 1
HKD1,500,001 to HKD2,000,000 (equivalentto 1,500,001 £ 2,000,0005 7T
RMB1,276,350 to RMB1,701,800) (SR AR1,276,3507T
Z= AR#1,701,8007T) - _
(d) During the year, no emoluments have been paid by the Group (d) FAREEWEMAESY PRt A&
to the Directors or the five highest paid individuals mentioned = AT ZAERIE - ERINAKRIN
above as an inducement to join or upon joining the Group, or as ARE B 2 ek R KB A2 fiE (=

compensation for loss of office (2009: Nil). TTNF &) o
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

24 INCOME TAX EXPENSE 24 FrBRiRX
2010 2009
—E-2F —EENF
RMB’000 RMB'000
AR¥F T ARETTT
Continuing operations: REREER
Current income tax expense EHIMSHRAS
— Hong Kong profits tax (note a) —BBFISH (Fizta) - =
— The PRC Corporate income tax (“CIT") — R EMERH([EEER])
(note b) (P 7Eb) 361 3,356
Deferred income tax expense/(credit) (note 19) RIEFTSRFS (R ) (FFE19) 287 (1,006)
648 2,350
Discontinued operations: BRI REER :
Deferred income tax expense/(credit) EBEFTB RS (Ex)
(note 19 and note 25) (B E19 K% M15E25) 1,479 (758)
1,479 (758)
(@ No Hong Kong profits tax has been provided as there is no (@) HMREFALENEBELBRTOAN
assessable profit arising in Hong Kong for the year (2009: Nil). IR BERRSTIEL BB (ZZETH
F:E)o
(b) The PRC corporate income tax represents taxation charged on (b) FREIREAETEFAEARNEENF R
assessable profits for the year at the rates of taxation prevailing in T PTAE & (RS T BR 7 250 2 it FE AR B v A=K
the cities in the PRC in which the Group operates. Wz B3 o
The tax rate applicable to the subsidiaries in the PRC is 25%, EFEKRI2HBAREBERB XA
except for subsidiaries granted with preferential tax treatment as 25% @ B FTERSFEREE 2K B
High/New Technology Enterprise, and subsidiaries established in A A A Be B P B 4 7 R [ ol S22 P JEB A )
Special Economic Zone in the PRC, of which the applicable tax AR Z G BESR - DRI 15% %20%
rates are 15% and 20%, respectively. Z AR RN TIE
The tax on the Group’s profit before tax from continuing operations RNEBEBISBERKEEBBRIINGEHN 2 B8 H
differs from the theoretical amount that would arise using the taxation FANEBATFRERR Y B Rt EFREES
rate of the home country of the Group companies as follows: RN T -
2010 2009
—E-2F —EENF
RMB’000 RMB’000
AR¥T T ARETTT
Profit before income tax R PS35Il A 751 12,133
Tax calculated at 25% (2009: 25%) 1225% M EEHE 2 1A
“ETNF :25%) 188 3,033
Effect of different taxation rates in other cities B A TR R 2 & (44) (1,055)
Income not subject to tax BAMT YA (193) (347)
Expenses not deductible for tax purposes AAHIF 2 1,824 2,731
Utilisation of previously unrecognised tax losses 8 Al KRR 2 Fi1EE 1 (1,859) (2,723)
Tax losses for which no deferred income tax asset JEZEFTISH & EAR THER L
was recognised THIEEE 732 711
Income tax expense FriSHi 2 648 2,350
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Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

25 DISCONTINUED OPERATIONS 25 ARIFREHEK

During the year, the Group disposed of its equity interest in Jt5T FA - AEEHEERNIEREREERE SR
1E B s &5 BH M A R F], which is engaged in business-to-business BRARZBAEZ  ZARANTPBEREETH
e-commerce involving foreign trade and related business in the PRC, for INE R EHEET FEE REEEL - RE

a consideration of RMB16,033,472. AAERH16,033,4727T ©
Analysis of the result of discontinued operations, and the result IHR B TS E R E B A RIFTRER A

recognised on the disposal of the subsidiary is as follows: pdvarip UK

2010 2009
—E-ZF —EENE
RMB’'000 RMB’000

ARBTT ARETTT

Revenue FHEIA 2,005 567
Other income EAnlA 44 9
Expenses & (4,879) (6,350)
Loss before tax of discontinued operations IR TS 2 R R S 18 (2,830) (5,774)
Income tax credit FrisfiE e - 758
Loss after tax of discontinued operations 1B 7 BT #EE (2,830) (5,016)
Pre-tax gain on disposal of discontinued ﬁ%%i%&%%i‘%,’zmﬁuﬂﬁlm

operations 12,585 -
Income tax on disposal of discontinued BRI E TS 2 TSI

operations (1,479) =
Profit/(loss) for the year from discontinued REERIEEEER

operations swH, (E58) 8,276 (5,016)

The cash flows for the discontinued operations R EERE

are as follows: WERELAT -
Operating cash flows LW ERE (1,816) (242)
Investing cash flows HERERE (6) (3,021)
Financing cash flows BMERSRE 2,700 6,000
Total cash flows We B 878 2,737

26 LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF 26 AARERGEAERLBE
THE COMPANY
The loss attributable to equity holders of the Company is dealt with in AR REZEFH AEEEEBARE7,099,0007T(=
the financial statements of the Company to the extent of RMB7,099,000 T A4 : AR¥E3,345,0007T) EAEARR Tﬁﬁ%iﬁﬁﬁ
(2009: RMB3,345,000). 3 o

ERMAERAT - 2010FF5R 109



Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

27 (LOSS)/EARNINGS PER SHARE

27 ER(EBE)BF

2010 2009
—E-EF —EENF
RMB’'000 RMB’'000
ARMTT ARET T
(Loss)/profit from continuing operations RNARESFTE ABEFECEER
attributable to equity holders of the Company (E518) %7 (1,341) 7,146
Profit/(loss) from discontinued operations KR AIETIEE AR PSR
attributable to equity holders of the Company wm Al (E518) 8,276 (5,016)
6,935 2,130

No. of shares

No. of shares

RHEE ighar = ¢E!
("000) ('000)
(FR) (FR%)
Weighted average number of shares in issue BEITRG 2 T8 R 488,658 488,179
Incremental shares from assumed exercise of FBRRATE B B AR
share options granted oz ik m 6,742 296
Diluted weighted average number of shares e hniE RS 495,400 488,475
Basic (loss)/earnings per share — from GRREAR(EIE) BF —#HE
continuing operations (in RMB) mBER(ARE) (0.0027) 0.0147
Basic earnings/(loss) per share — from FREAER,(FE)—&I1E
discontinued operations (in RMB) mBEE(ARE) 0.0169 (0.0103)
Diluted (loss)/earnings per share — from GiEE(B1E) B —#HE
continuing operations (in RMB) JEZER(ARK) (0.0027) 0.0147
Diluted earnings/(loss) per share — from SREEET(EiE) — &1t
discontinued operations (in RMB) mEEF(ARE) 0.0167 (0.0103)

BHRAAEEEBRGAREENE 85—
Z—ZE+-_A=+—HILFE - RAFEL
EXB BB EBEE(CTTNAF  KERKILE
REXEH  BREEER) BERELRERR

Diluted loss per share from continuing operations for the year ended
31 December 2010 (2009: diluted loss per share from discontinued
operations) are the same as basic loss per share since all potential
ordinary shares are anti-dilutive.

@ e
28 DIVIDENDS 28 B
No dividend was paid or declared by the Company during the year (2009: AARAEEYEENSNSERE(—ESH
N|I) E . ﬂE) ° -
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29 CASH GENERATED FROM OPERATIONS

(@) Reconciliation of profit before taxation to net cash

Notes to the Consolidated Financial Statements (continued)
AV RERME(E)

29 REXRBELEZRE

(a) BRBRAEFEEEXBEZRERA

generated from operating activities RERYER
2010 2009
—E-FF ZEENF
RMB’000 RMB’'000
AR¥T T ARBFIT
Profit before income tax including discontinued B Aira

operations (BIEMR LIS %) 10,506 6,359
Adjustments for: R
Depreciation of property, plant and equipment VI - BB MR ITE

(note 8) (Ffi3E8) 13,189 15,228
Amortisation of intangible assets (note 7) A (MRET7) 2,997 3,931
Provision for/(reversal of) impairment and JE W B 28 R L i JE U =Rk TE 2 SRE

write off of trade and other receivables, net s (B ) Ry - SFE 1,023 (1,026)
Amortisation of land use rights (note 6) o (5 R R 6R (FfT 5E6) 427 427
Share option scheme — value of employee iR 8 — B B RIG(EE

services (note 23) (PfF7E23) 7,931 5,338
(Gain)/loss on disposal of property, plant and HEDE BMENEHEZ

equipment (note b) (Mz=) BB (FiEb) (49) 318
Gain on disposal of a subsidiary (note c) HEMTE A B 2 Yk (KaEc) (12,585) -
Share of profit of an associated company AEEE R alEF] (FiFE10)

(note 10) (1,287) (271)
Interest income (note 21) A EU A (BH3E21) (2,077) (2,513)
Gain on disposal of a jointly controlled entity HEE H R B A Uk e - (2,100)
Operating profit before working capital changes 84 & B BB 2 & L% 20,075 25,691
Increase in trade receivables, deposits, JEWBRTR « 22 ~ AR RERE

prepayments and other receivables, fFENRIE - FEUR EE A RIEK

amount due from a related company, TH - EEREERA - EUREE

direct selling costs, amount due from NEIFRIE - REESIEM

an associated company, long term deposit (29,299) (16,922)
Increase in trade payables, deferred revenue, FEITERFR ~ IREWA ~ FEETE A

accrued expenses and other payables, N EAB R FRIE - B EARL

other taxes payable THIE AN 107,023 54,507
Net cash generated from operations KEEBEE ZR®FRE 97,799 63,276
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Notes to the Consolidated Financial Statements (continued)
CREBTSRARMITE(E)

29 CASH GENERATED FROM OPERATIONS (continued) 29 EEXEBELEZRES @

(b) Proceeds from disposal of property, plant and

(9]

(d)

112

equipment

In the consolidated cash flow statements, proceeds from disposal

(b) HEMXR -  BERREZAEREA

EHFARSRERALENE  BE IR

of property, plant and equipment comprise: 2 TS FIRELE
2010 2009
—E-EF ZEThF
RMB’'000 RMB’000
AR¥F T ARETTT
Net book amount: BREDFMA
— Property, plant and equipment (note 8) et/ E B
(BF7E8) 26 457
Gain/(loss) on disposal of property, plant and HEME - BENK
equipment (note 22) Wz (ER)  (MEE22) 49 (318)
Proceeds from disposal of property, plant and HEME - BE KRR
equipment Z PG 5IE 75 139
Disposal of a subsidiary () HE—FRHWEAF
2010
—E-BF
RMB’'000
AR¥TR
Net assets disposed of (excluding cash and cash FIHLECEERE
equivalents) (TEERERESEEY)
Property, plant and equipment M - BB REE 1,141
Intangible assets B EE 1,100
Deposits, prepayments and other receivables e - TANFIA R E e K FRIE 414
Accrued expenses and other payables FETE B R E A E FIE (2,793)
Tax payable FERITR IR (29)
(167)
Pre-tax gain on disposal of a subsidiary HE—RWE AT 2B RTKE 12,585
12,418
Satisfied by: AT A R A
Cash received WH 2 R& 16,033
Less: cash and cash equivalents disposed of B FTHE 2 Re RIREEED (3,615)
12,418

Non-cash transactions

There was an increase of RMB12,531,000 in respect of purchases
of property, plant and equipment which have not been paid as at

31st December 2010.
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Notes to the Consolidated Financial Statements (continued)
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30

31

32

COMMITMENTS

Commitments under operating leases

At 31st December 2010, the Group had future aggregate minimum
lease payments under non-cancellable operating leases in respect of
buildings which expire as follows:

30

i

RERWAE
RoT-BET-A=t—A  ARERET
7 BB WA TR0 R R 12 A
EHRLENT -

2010 2009
—E-EF “TThF
RMB’'000 RMB’000
ARBTT AREETT
Within one year —F R 10,730 10,115
In the second to fifth year inclusive FEFERF(RIEEEMT) 18,180 25,700
28,910 35,815
Capital commitments BEXRERE
2010 2009
—E-EF —ZEThF
RMB’'000 RMB’000
AR®T T AREFTT
Buildings construction in progress contracted for 2 E] 4B R EE 2 EIEET
but not provided - 11,456
CONTINGENT LIABILITIES 31 FAREE

As at 31st December 2010, there were no material contingent liabilities
to the Group (2009: Nil).

RELATED-PARTY TRANSACTIONS

Parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions,
or vice versa. Related parties may be individuals (being members of
key management personnel, significant shareholders and/or their close
family members) or other entities and include entities which are under
the significant influence of related party of the Group where those
parties are individuals.

32

R_ZE—ZTF+_A=+—80 ~5£EHESE
AFKREBE(CETAF : &) o

BEMALTRS

i RS2 [E A e ) B Sk IR R A T
B REEBRR LEERYEN(RZTFA)
AIZEATORRSANEE 2 AL - BB
ALTAUARERNAL(MMEEERAS - TEK
R/ RS 2B REMEEE - WREFRA
SERBAL(HZFALRENAL)IERY

==
B8R
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32 RELATED-PARTY TRANSACTIONS (continued)

The following significant transactions were carried out with related
parties:

32 BEBHALTRS @)
ST AREBALETEARS

(a) Sales of services (a) SHERK

114

2010 2009
—E-FF —EENF
RMB’000 RMB’'000
AR®T T ARET T
Sales of services SHE R
-t REBREREEZRNERA —ﬂ?§WE33_$E
(technology services) (i) BRAR (FITARTE) () 211 211
-t RERERESDZRNERA —ﬁﬂ%%EEZuﬁﬁ
(be granted the right to use the BRAR (ERRE
domain names and trademark) (ii) FREZREE) (i) 240 240
- tREEREEMSESERAERA *ﬁEWEE WWF%\
(Sales JV Co) (iii) BHRERA
(ﬁﬁ%é%ﬂm (iii) 75,467 53,214
75,918 53,665

(i)

(ii)

It REIRE L B A HAR AR, a company owned as to
80% by Mr. Guo Fansheng, the Chairman of the board
of directors and an executive director of the Company,
entered into a three-year Technology Services Agreement
with the Group in 2002, and on 31st December 2004,
the parties entered into a supplemental agreement which
extended the term of the Technology Services Agreement
to 31st December 2007 and on 30th December 2007 and
30th December 2009, the parties entered into another
supplemental agreements which extended the term of the
Technology Services Agreement to 31st December 2009 and
31st December 2011 respectively.

Pursuant to the agreement, the Group received technical
service income from 1t REFRE = B8 :HEE AR based
on the working hours devoted to the service and support.

It REBRER(EEEMBRAT entered into a three-year
Domain Names and Trademark Licence Agreement with the
Group in 2002, and on 31st December 2004, the parties
entered into a supplemental agreement which extended
the term of the Domain Names and Trademark Licence
Agreement to 31st December 2007 and on 30th December
2007 and 30th December 2009, the parties entered into
another supplemental agreements which extended the
term of the Domain names and Trademark Licence to 31st
December 2009 and 31st December 2011 respectively.
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FE - BERMREHBHREHE—
ZZHF+-RA=+—H K%
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32 RELATED-PARTY TRANSACTIONS (continued) 32 EBALRZ @)

(a) Sales of services (Continued) (a) SHERB(®)

(ii)

(iii)

(Continued)

Pursuant to the agreement, 1t REFRE X (= 8B AER
72 A] was granted the right to use the domain names and
trademark owned or attained by the Group during the
agreement period for a fixed fee.

Fulfillment JV Co entered into a fulfilment service agreement
with Sales JV Co for a period of 3 years, under which
Fufilment JV Co will provide fulfilment service to Sales JV
Co in relation to market research fulfilment services, at a
price charged at 66.7%, 67.3% and 66.2%, for the 3 years
respectively, on the net annual revenue of the counterparty.
The fulfilment charge for the year ended 31st December
2010 amounted to RMB65,356,000 (2009: RMB44,698,000).

A subsidiary of the Group entered into another fulfilment
service agreement with Sales JV Co, under which the Group
would sell e-Eyes products, at a charge of actual costs plus
12% markup. The fulfilment charge for the year ended
31st December 2010 amounted to RMB10,111,000 (2009:
RMB8,516,000).

(ii)

(iii)

(&)

RIEWZ - LRBBRERE S
BRDRIZE T E B EREL H
HRE R A EE AR MG 28
A NERE -

BHEEDNRIREESE QRN
— AN =FEBEAREHE
Bl BOALRRBRZ=F
2RI LAY ER ¥ 5F 5 F 2 Uk AT 5
266.7% ~ 67.3% [ 66.2%{EAE
%o MEEAEARREREETS
MERBL R 2 BHRYE - BE=
E-ZE+-A=+—HIEEY
B#ERAARG65,356,0007T(=
TENEF  AR¥44,698,0007T) °

AEEZ —RWNBARIEBESE
AR S —NBEARBEHE
Bl AEEBRERKANE
R%ABFNERER + HiEe-EyesE
meHEZT—TF+_RA=+—
AEFEZENEBERAAARE
10,111,000C(ZZZTNF : AR
8,516,0007T) °

(b) Purchases of services (b) BER®
2010 2009
—E-EF ZETNF
RMB’000 RMB’'000
AR¥T T AREETTT
Purchases of services: BB BRI
- REBRER(EEFBRNERAA — It REIEERE B
(online information distribution services) (i) BIRAT]
(B EEMBMMARE) ) 240 240
- R EREREEFZRNERAR — It REBEEREEEH
(online advertisement publication services) (ii) BIRAT]
(B EESETIERS) (i) 100 100
340 340
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32 RELATED-PARTY TRANSACTIONS (continued)

116

(b) Purchases of services (Continued)

(i)

(ii)

It REBREREBAAAR A A entered into a three-year
Online Information Distribution Agreement with the Group in
2002, and on 31st December 2004, 30th December 2007 and
30th December 2009, the parties entered into supplemental
Agreements which extended the term of the Online
Information Distribution Agreement to 31st December 2007,
31st December 2009 and 31st December 2011, respectively.
Pursuant to the Online Information Distribution Agreement,

bR ETRER (S B AA R A Al received distribution income
from the Group at a fixed fee. It disseminated the Group's
business information and research reports on its web-site and
on those as stipulated by the Group.

It REBHREREBZANBR AR entered into a three-
year Online Advertisement Publication Agreement with
the Group in 2002, and on 31st December 2004, 30th
December 2007 and 30th December 2009, the parties
entered into supplemental agreements which extended the
term of Online Advertisement Publication Agreement to 31st
December 2007, 31st December 2009 and 31st December
2011 respectively. Pursuant to the Online Advertisement
Publication Agreement, 1t REBERZ(EBHAABRE LD
received publication income from the Group at a fixed fee. It
published the Group’s advertisements on its website and on
those as stipulated by the Group.

(c) Key management compensation

32 EBALRS @

(b) BERKE)

0

REZTZT=F St REHEELRES
BHRERA jﬁ$ﬁlﬂi_1*
FHR LEBEMHE  RZTT
E$+—ﬂ7+—a\:$$t¢
+=—B=+AK=TTAFE+=A
=1+R  €HITumRHE - 58
FEREGHESNEHE-ZT
+&+=—A=t+—H  ZTTNF
+ZA=+—BER=ZT—F+=
A=+—8 - REBA LE2%HH
% AR EEEREEFAERA
A% [E E B F 1) 2N £ [ U R 2R A U
Ao ZAREEPURAEBIETE
2 MBS B R s B R

EREBRERER
\$%§|ﬁ—fi*1 =
HEtHz® - K=
ME+= ﬁ—+*E~:2$t¢
+—A=+HAE=_ZTTAF+=A
=18 EHImERE  BR
FEEFER#SFIEHE—TT
+tF+=ZA=+—H ZTThF
+ZA=+—HBR=ZT—F+=
A=+—8 - BBEALESTIER
# AR EEEREEFABRA
A E B AR A S B IR E S T
BN o ZA R E AU R AEE
EE 2 B AR EREAEEES -

() EEEBAEHM

2010 2009

—E-ZF —ETNF

RMB’000 RMB’'000

ARET T ARET T

Salaries and other short-term employee benefits  #r& & E (55 HifE B &7 4,360 4,900
Share-based payments VARG R BT 2 153K 4,293 1,053
8,653 5,953
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