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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 report misleading.
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Corporate Portfolio

NN

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 20
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 2,883
individuals.

With its professional experience and skills acquired from various industries
over the past 20 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” and “HC Yellow Page
Directory”. The Group successfully hosted Top 10 Enterprises Awards for
around 50 industry sectors through the Group’s strong media recourses and
customer base, which help SMEs to build up their brand names 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 “be-professional” and
"be-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 market segment of fast-moving consumer goods.
Based upon the different natures in our targeted market, the Group has
developed two unique business models for relationship-based customers and
transaction-based customers, separately. Along with our direct sales, agency
sales and telemarketing sales teams, the Group provides the relationship-
based customers with one-to-one, in-depth and professional 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 facilitating transactions.
Customer experience and service quality are our constant focus. Within the
past several years, the Group's businesses became more focused, product
lines became more precise, and business model and market demands became
more in line.
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Financial Highlights

BA #5422
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EBITDA EBITDA 97,111 74,881 32,973 28,770 43,272
Profit attributable to equity holders AR FIEZEFAE A
of the Company iyl 66,724 41,205 6,935 2,130 1,861
Earnings per share FRAN
— Basic —EK 0.1204 0.0795 0.0142 0.0044 0.0038
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Total equity s 442,692 272,507 183,225 223,311 212,835
REVENUE GROSS PROFIT EBITDA
SHEE I A = RME000
RMB000 RMB000 ARETTT
ARBFT AREFT
[ ¥ I I I I
¢ ,
e —
¢ ¢
©
3 > ]—v ! -
3 0 ™ ™ n 8 S & R o ~ o n - -
o [} — ~ 0 < S — m o) ™~ ~ ™~ o} -
%) ™~ — IS ™~ [0) o < N ™~ o 0 ~
— — I o) o)) < m m 0 o)) ~ m 0 ~ <t ~N
™ ™ 12} <t N ~ ~ | ~ %2} < < ~ 2} ~ =)}

2008 2009 2010 2011

2012
ZTEN\F TN CB-TF CR--F Cg-CF

e

2008 2009 2010 2011 2012
\& Z2EhE “5-TF “T—5 Z8-ZF

2008 2009 2010 2011 2012
ZTEN\F TN CB-TF CR--F Cg-CF

smaaman-oners (@)



Financial Highlights
MR E

REVENUE ANALYSIS $HEWA 937

On-line Trade Market
services catalogues research
(including and Seminars  and analysis
discontinued yellow page and other (discontinued
operations)  directories services operations) Total
HHHARRTS TIBHE
(BiERIE IHEES B3k RoOWm(RLE
mEEY) REEBH Hi AR HEETR) “BEE
RMB’000 RMB’000 RMB'000 RMB’000 RMB'000

ARETT ARBTT ARETE ARETIT ARETET

411,462 548,568

2011 —ZT——F 289,581 82,289 66,486 55,376 493,732

2010 —T—TF 166,417 101,437 51,802 71,475 391,131

2009 —EThF 126,137 114,720 25,567 51,231 317,655

2008 —TENF 114,938 138,723 10,819 49,464 313,944
Note: There was not discontinued operations in 2012. fisE : T F WML EETS -

2012 2011

2010 2008
® Trade catalogues and yellow page directories ® Ma;ketlgeseirch aﬁr;d anfgfis (discontinued operations)
THEEBELEE RS TSI R T (AR R 55 )
() On-line services (including discontinued operations) @ Efginagand other services
ERHEIRTS (BRI HE R L) RRRI MM
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Management’s Statement
BEIEERE

FINANCIAL REVIEW

For the financial year ended 31st December 2012, the Group generated a
total revenue of approximately RMB548,568,000 (2011: RMB493,732,000
(including discontinued operations)) from continuing operations. This
represented an increase of approximately 11.1% in revenue as compared to
that in 2011.

During the year ended 31st December 2012, the Group increased its revenue
from continuing operations from approximately RMB438,356,000 in 2011 to
approximately RMB548,568,000, which represented an approximately 25.1%
increase.

For the Group’s financial performance in different segments, a total revenue
of approximately RMB411,462,000 was achieved from the on-line services
segment in 2012, and represented an increase of approximately 42.1%
from approximately RMB289,581,000 in 2011. Revenue from the Group’s
trade catalogues and yellow page directories segment decreased from
approximately RMB82,289,000 in 2011 to approximately RMB54,866,000
in 2012 which represented a decrease of approximately 33.3%. Revenue
derived from seminars and other services segment was RMB82,240,000,
which represents an increase of approximately 23.7% from RMB66,486,000
in2011.

The gross profit margin of the Group from continuing operations increased by
2.8 percentage points to approximately 87.5% in 2012 (2011: 84.7%). It was
mainly due to the increase of on-line services which have a higher gross profit.

During the year ended 31st December 2012, the Group increased its operating
expenses from continuing operations from approximately RMB338,401,000
in 2011 to approximately RMB416,056,000 which was mainly due to the
increase of sales staffs’ salaries and commissions, marketing expenses and
agency costs.

The Group achieved a profit for the year of approximately RMB65,422,000 in
2012 (2011: RMB41,366,000).

As at 31st December 2012, deferred revenue was approximately
RMB337,417,000, representing an increase of approximately 16.0% from the
balance in 2011 of approximately RMB290,820,000, due to the increase in
multi-year service contracts from paid customers.

During the year of 2012, cash generated from operating activities was
approximately RMB151,689,000, while it was approximately RMB122,970,000
in2011.

The board of Directors does not recommend payment of a dividend for the
year ended 31st December 2012 (2011: Nil).
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Management’s Statement
BEE®RS

BUSINESS REVIEW

Despite the sluggish global economic environment in 2012, China small and
medium enterprises (“SME")'s B2B e-commerce transactions still maintained
a steady growth and encountered the new challenges to open up a new age
with integration, transformation, upgrading and innovation coexistence.

During the year, we celebrated the 20th anniversary of the Group. Over the
past years, we achieved brilliant records and also encountered with difficulties
arising from the transitions of internet business. Taking the lead to ride
through all these, our future challenge obviously will lay on the continuous
upgrade and innovation of products and services so as to support and satisfy
the trading needs of business community.

Through our on-line product portfolio of Biao-Wang Search, Mai-Mai-Tong
and value-added services such as Cai-Gou-Tong and Micro-Portal, we help
speeding up the matching of buyers and sellers. By grasping the sector
information and linking business services, the users can promptly keep abreast
of the sector news and trends and capture any business opportunities arised.
We also organise off-line seminars, trade fairs, exhibitions, Industrial Top 10,
trade catalogues and yellow page directories to facilitate communications
and activities among the community members of different sectors. By
enhancing the synergy between on-line and off-line marketing, the marketing
efficiency of e-commerce business is maximised and so as the success rate of
transactions.

To date, the revenue of approximately 75% of hc360.com is generated from
internet services, and of approximately 15% is from seminars and other
services, while only 10% is from the early business of traditional printed
media.

(1) Products

The Group has established an on-line product portfolio with Biao-Wang
Search, Mai-Mai-Tong, Cai-Gou-Tong and Micro-Portal as the core
products, and internet advertisement, Trade Catalogues and Yellow
Page Directories as the supplementary products, and has also actively
promoted products and services such as Top 10 activities and off-line
exhibitions. By leveraging on strong advantages of the e-commerce
platform and industry media, we aim to provide users with the best
products or business solution to a maximum degree.

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, demand quick match, tailor-made
services and direct business opportunities, Mai-Mai-Tong also allows its
customers to grasp every business opportunity promptly by providing
integrated e-commerce services such as industry news access, on-
line trade meeting and smart shop backend. Besides, the Group has
appointed a reputable third party certification company to provide
identity certification for the enterprises.

HC International, Inc - Annual Report 2012

£ E)

TE-CF ERBEERREENERT - hES
ML ([F/ B2 ) B2BE F RIS SR R AK AR
FiePgR - BEEFHOKS - FETB2BETAENK
BE B FHEBREARI TR -

EF RMEBERKERIN20EEF - RMBE
KETERER  RRRE T REM B R EERN
ZR - RAEBE Y - REARPIRROIBZE
A 1 ARTS NEf T ARFNRIHT - ST 0w R B A BFEY

ZHTH -

BEEG LMRERER BE&HE  REBMMAP
REPERMEHAEA - BBEEERNHERG
HEEAPMAMEERTENTERE - UEEK
BB THEAH®E 58  RE 1%
TR IM¥EHNERBSSREEBRME
3 IsgAR LR TSN EMIUE - BEETRKE
HUREAL - EfMRRXZHKNEX -

SR BIEBBEFHTS%ORAKERERHE - 4
5% WAREREHTN - E10%MRAKREH
FHIE GRS -

(1) Em
FEFEEKVKTUETER  E5E KB
BMEMPIPREERRZL - UHERES T
HMEEHEERRERN  YESMETITE
TREHERTREEER LRSS - FABRA
METFEBTEMTERENED  TARE
WARAPRERBICNERRBBRRTE

R LEER

EEE
BEREASAAFMBBEBNZOER - 1
TR EHHART NEERTETIANESR
TERFENEZIUHELREES TS - BR
BTMEREPRUTERETR BERR - F
FRE - ATEERY - ABERFNE &
FEFAERITEAREH  WLEEEH
BREMRBSEAETHBRY  REKS
EHAED - REBY AEXE=FNERE
RAIREREHRTELRE -



Management’'s Statement
BEERE

In 2012, hc360.com upgraded the product function of Mai-Mai-Tong
continuously, enhanced the capability of Xuan-Pu and enabled their
interaction with Weibo of enterprises, conducted two major upgrades in
versions of industry Mai-Mai-Tong 3.0 and industry Mai-Mai-Tong 4.0
respectively, and unveiled a number of industry leading products with
special feature. For example, the Golden Compass which guides internet
merchants how to do business in internet, Buyer Radar, Top Shop
Manager, intelligent Xuan-Pu 2.0 all of which helps internet merchants
to identify and search for potential customers, and provision of richer
functions to the procurement application.

Search Products

Search products is 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 brand names,
acquire opportunities and achieve transactions. By launching search
paid listing and search golden exhibition stand, the Group further
upgraded its search products in 2012 and co-operated with search
engine service providers like Baidu, Google, Sogou, Soso and 360 search
to provide clients with unique products and services that are promoted
simultaneously across multi-search engines, including mobile browsing,
from which the enterprises can achieve targeted 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 enhance marketing. Each of the
industry specific website under hc360.com has entered into strategic
co-operation with the renowned enterprises of various dedicated
industries to facilitate corporate branding as well as products and
services in a 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” features as a systematic compilation of industry information,
product technology and industry news. This product bridges
manufacturers, suppliers, administrative organizations and users in
different industries.
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Management’s Statement
BEE®RS

(2)

Top 10 Enterprises Awards

hc360.com launched the Top 10 Enterprises Awards in 2008, which
aims at rewarding people who made significant contribution to Chinese
industrial development and enterprises with outstanding brand influence
and promotion efforts. The theme of Top 10 Enterprises Awards is
“brand, responsibility and influence”, with an aim of raising corporate
responsibility and brand influence. In 2011, the Top 10 Enterprises
Awards successfully extended to niche markets, such as professional
lighting and audio, pure water treatment and engineering spare parts,
covering around 50 sectors and awarding over thousand of domestic
reputable enterprises.

Marketing Channels

To maximise its revenue, the Group established three major 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 targeted market segments.

The Industry Direct Sales Team has a longer history and is currently one
of the Group’s major sales force, focusing on selling large 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 have
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 the
market segment of fast moving consumer goods, 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.
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Management’'s Statement
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(3) Customer Service

The Group's dedicated service team serves both purchasers and clients
covering over 60 sectors. It facilitates transactions by way of supply-and-
demand match, on-line negotiations, off-line trade meetings and group
purchasing. In addition, 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 types and their spreads, process of
making buying decision, buying practice, buying cycle and change of
concerns, and also made predictions and justifications on buying trend
to assist purchasers to complete their transactions in a more effective
way.

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 Company’s listings on Growth Enterprise Market in 2003, hc360.
com has transformed itself from a traditional business media firm to a B2B
internet enterprise, and has been actively exploring its most appropriate
development path through transitions. A vertical indepth services model is
steadily formed and genetically embedded. We have a much clearer goal to
achieve over time.

We committed ourselves to understand about our customers’ needs, the
market, the products and services, and business operations. Through the
interactions of on-line and off-line marketing, we help enterprises to establish
internet sales network. After years of developing efforts, our proprietary and
sustainable development strategy is gradually formed, focusing on three
major strategies of B2B domestic trading, vertical industry segmentation and
“transaction + media services”.

In 2013, we will continue to carry out the three major strategies to satisfy the
need of SMEs and provide valuable services by constant products innovation
and value-added services offerings. Enabling transactions will be one of
the important parts. Through a highly value-added, customised, specialised
product and service solution, our customers shall enjoy superior business
experience.
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Management’s Statement
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Professional and dedication are always the core DNA of hc360.com, these
characteristics determine our focus on vertical integration and horizontal
alignments strategies. With our distinguish way of doing business, along
with our leading partners, we are able to provide one-stop solution for SMEs
via our platform, helping them to build a long standing business with track
records and heritage.

hc360.com had grown with SMEs for the past 20 years. We supported and
helped each other over those 20 years. In the future, we will continue to do
so and to build China’s domestic B2B e-commerce platform, a prospect and
challenging future!

At last, on behalf of the board (the “Board”) of Directors, | 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
19th March 2013
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Biographic Details of Directors and Senior Management
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DIRECTORS
As at 31st December 2012, the Board comprised:

Executive Directors

GUO Fansheng

Aged 57, is an executive Director and the Chairman of the Board (the
“Chairman”). Mr. Guo found 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 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 39, 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.

LEE Wee Ong

Also known as Alex Lee, aged 43, is an executive Director and the chief
financial officer of the Company. Mr. Lee graduated from the Northern
University of Malaysia with a bachelor degree in accounting in 1993. Mr.
Lee spent 6 years with Colonial First State Investments Group and Hambros
Australia as a fund manager and was seconded to CMG CH China Funds
Management. Mr. Lee had been the chief financial officer of the Company,
and subsequently the chief strategy officer of the Company from 2000 to
2006. Mr. Lee is the founder of AlexCybot (Beijing) Technology Company
Limited (T W& (3L 2) BHE AR A 7)), while holding directorship in
MultiVision (Beijing) Technology Company Limited (JPZ=#4E4% (4t R)EHEH
fR A \]) and Beijing WaterCompass Digital GIS Technology Company Limited
b FK BB E FHIB{E B R AR A F]). Mr. Lee served as an independent
non-executive Director from September 2011 to June 2012 and has been
serving as an executive Director since July 2012.
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Biographic Details of Directors and Senior Management
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Non-Executive Directors

Ll Jianguang

Aged 47, is a non-executive Director. Mr. Li is the vice-president of IDG
Technology Venture Investment, Inc. (“IDG"). 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 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.

GUO Wei

Aged 49, is a non-executive Director. Mr. Guo is currently the Chairman
and executive director of Digital China Holdings Limited. Mr. Guo obtained
a master 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 12th National Committee of the Chinese People’s
Political Consultative Conference, member of the Advisory Committee for
State Informatization, and president of Beijing Informatization Association.
Mr. Guo served as an independent non-executive Director from March 2002
to June 2011 and has been serving as a non-executive Director since June
2011.

Independent Non-Executive Directors

ZHANG Ke

Aged 59, 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 about 30 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.
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Biographic Details of Directors and Senior Management
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XIANG Bing

Aged 50, 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 Alberta with a doctorate degree.
Dr. Xiang has been serving as an independent non-executive Director since
March 2002.

ZHANG Tim Tianwei

Aged 49, is an independent non-executive Director. Mr. Zhang graduated
from Tsinghua University (& X&) at the Faculty of Precision Instruments
& Mechanology in July 1986. He obtained a Master of Economics from
the Chinese Academy of Social Sciences (FEH&HIZFE) and a Master
of Business Administration (MBA) from the The University of Chicago. Mr.
Zhang has over 20 years of experience in financial and business management.
He was the founder and managing director of Taconic Capital Ltd. from
September 2003 to September 2005. He acted as the vice-chairman and
general manager of Unicredit China Capital Limited from September 2005 to
June 2007. He served as the managing director of J.P. Morgan Securities (Asia
Pacific) from July 2007 to October 2011 and acted as the chairman of J.P.
Morgan (China) Venture Capital Investment Co. Ltd. since its foundation in
2010 to October 2011. He served as the managing director of Taconic Capital
Group from November 2011 to March 2012. Mr. Zhang is the chief operating
officer of China Merchants Capital Management Ltd since April 2012. Mr.
Zhang has been serving as an independent non-executive Director since
November 2011.

SENIOR STAFF

As at 31st December 2012 the management of the Company comprised the
following members:

GENG Yi

Aged 39, is a vice-president and the chief human resources officer of the
Group, Ms. Geng joined the Group in August 1995 as an editor and was
appointed as the sales Director of the Group in January 2006.

Ms. Geng graduated from the University of International Business and
Economics and gained a MBA degree. Ms. Geng Yi is the spouse of Mr. Guo
Jiang, an executive Director.
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HONG, John

Aged 43, is a vice-president and the chief technology officer of the Group,
Mr. Hong joined the Group in October 2007. 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 (Nasdag: LTON).

Mr. Hong graduated from the Mississippi State University with a Bachelor
Degree in Computer Science and a master degree in Computer Engineering.

CAl Weihua

Aged 41, is a vice-president of the Group and a general manager of an
industrial sector subsidiary of the Group. He joined the Group in September
1996 and had been the head of division and sales director of industry
business. Mr. Cai has over 15 years of managerial operating experiences in IT
and B2B industries.

Mr. Cai graduated from Renmin University of China majoring in financial
accounting. He attended EMBA programme at Guanghua School of
Management of Beijing University.

YANG Ning

Aged 35, is a vice-president of the Group and a general manager of an
e-commerce subsidiary of the Group. Mr. Yang joined the Group in October
2006 and has over 12 years of managerial operating experiences in B2B
industry. He worked for Alibaba Group in 1999 to June 2005. He worked in
SGS (Societe Generale de Surveillance) of Switzerland and was engaged in
marketing and sales administration of light industrial products in northern
China prior to joining the Group.

Mr. Yang graduated from Hangzhou Dianzi University with a Bachelor Degree

in Engineering. He also completed his MBA degree from China Europe
International Business School (“CEIBS") in 2012.
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Management’s Discussion and Analysis
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2012, the Group's cash and bank balances increased by
approximately RMB167,570,000 from approximately RMB254,982,000 as at
31st December 2011 to approximately RMB422,552,000.

The Group had a short-term finance lease obligation amounted to
approximately RMB1,671,000 as at 31st December 2012 (2011: Nil).
Gearing ratio of the Group was 0.5% (2011: 0%) as at 31st December
2012, calculated with reference to short-term loans (including finance lease
obligations) and capital and reserves attributable to the Company’s equity
holders of approximately RMB345,784,000 (2011: RMB272,493,000). The
capital and reserves attributable to the Company’s equity holders increased by
approximately RMB73,291,000 as compared to last year.

The Group's net current assets amounted to approximately RMB171,338,000
as at 31st December 2012 (2011: RMB33,492,000). Its current ratio, which is
calculated by dividing current assets by current liabilities, was approximately
1.43 times as at 31st December 2012 as compared to approximately 1.10
times as at 31st December 2011.

The Group's trade receivables turnover has decreased from approximately
16.8 days in 2011 to approximately 13.6 days in 2012.

BUSINESS AND FINANCIAL REVIEW

A Business Review and a Financial Review of the Group are set out on page 7
to 12 of this report.

SIGNIFICANT INVESTMENT

The Group had no significant investment held in the year ended 31st
December 2012.

MATERIAL ACQUISITIONS AND DISPOSALS

On 3rd July 2012, 218 (X2) ETABEFRKEABRAT] (“Tianjin HC"),
an indirect non-wholly owned subsidiary of the Company, entered into an
investment and cooperation agreement with 55T AKFEREZERE AR A A
("Tian Nuo"), pursuant to which parties agreed to, inter alia, form a company,
to be owned as to 51% by Tianjin HC and as to 49% by Tian Nuo for the
purpose of the construction, development and operation of a household
electrical appliances exhibition centre in Shunde Beijiao, Foshan City, the PRC.
The establishment of the company constitutes a discloseable transaction of
the Company under Chapter 19 of the GEM Listing Rules. For details, please
also refer to the announcement of the Company dated 3rd July 2012. The
company is named as ERZBEREBMILEEGRAF]. The Group further
acquired 8% of the equity interest in such company at a consideration of
RMB13,000,000 on 6th December 2012.
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CAPITAL STRUCTURE

The total number of issued shares of the Company was 562,051,749 as at
31st December 2012.

STAFF

The success of the Group depends on the skills, motivation and commitment
of its staff. As at 31st December 2012, the total number of Group's
employees were 2,883, among which 2,125 were employed in the Sales and
Marketing Division, 182 were employed in the Editorial Division, 197 were
employed in the Information Technology Division and the remaining were
employed 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 2012, 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 RMB, the Directors believe that the
Group is not subject to significant exchange risk.

CONTINGENT LIABILITIES
As at 31st December 2012, the Group had no contingent liability (2011: Nil).
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Report of the Directors
EEEWE

The Directors submit their report together with the audited financial
statements for the financial year ended 31st December 2012.

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 49.

The Directors do not recommend the payment of a dividend.

RESERVES

Details of the movements in retained earnings/accumulated losses of the
Group during the financial year are set out on page 54.

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

CHARITABLE DONATIONS

During the year ended 31st December 2012, the Group made charitable
donation amount to RMB1,050,000.

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 14 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December 2012, calculated
under the Companies Law of Cayman Islands, amounted to approximately
RMB 153,906,000 (2011: RMB155,328,000).

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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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  (appointed on 1st August 2006)
Officer)
Ms. Guo Bingbing (appointed on 10th November 2010 and

resigned with effect from 1st July 2012)

Mr. Lee Wee Ong (appointed on 9th September 2011 as an
independent non-executive Director and
re-designated as an executive Director

with effect from 1st July 2012)

Mr. Li Jianguang’
Mr. Guo Wei'

(appointed on 1st August 2006)

(appointed on 8th March 2002 as an
independent non-executive Director
and re-designated as a non-executive
Director on 10th June 2011)

Mr. Zhang Ke* (appointed on 28th March 2003)

Dr. Xiang Bing*

Mr. Zhang Tim Tianwei#

(appointed on 8th March 2002)
(appointed on 1st November 2011)

! non-executive Directors
# independent non-executive Directors

In accordance with Article 87 of the Company’s articles of association (”Articles
of Association”), Mr. Guo Fansheng, Mr. Lee Wee Ong and Mr. Zhang Ke
will retire and, being eligible, offer himself for re-election at the forthcoming
annual general meeting of the Company.
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Report of the Directors

DIRECTORS’ PROFILE

The Directors’ profile is set out on pages 13 to 15.

DIRECTORS’ SERVICE CONTRACTS

Mr. Guo Fansheng, Mr. Guo Jiang and Mr. Lee Wee Ong individually 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 2012, 1st August 2012 and 1st
July 2012 respectively, which may be terminated by each 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, Dr. Xiang Bing, Mr. Zhang
Ke and Mr. Zhang Tim Tianwei, has entered into a director’s service contract
with the Company, whereby each of them has accepted the appointment for
a term of one year, and the service contracts shall be renewed automatically
at the end of the term. Each 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.

DIRECTORS’ INTERESTS IN CONTRACTS

Save for disclosed above and in note 23 and note 33 to the consolidated
financial statements in this report, 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 33 to the consolidated financial statements in this report.

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
and the Share Award Scheme as incentives to Directors and senior staff.

EMPLOYEES' SHARE SCHEME

The Company had adopted an employees’ share scheme on 21st December
2012. Pursuant to the said scheme, the Board may at its absolute discretion
grant loan to selected employees (other than directors and connected persons
of the Company) solely for purchase of shares of the Company. The loan
amount shall equal to two times of the amount contributed by employees for
the same purpose. Please also refer to the announcement of the Company
dated 21st December 2012 for details of the employees’ share scheme.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 31st December 2012, 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:

EERITRARNA QTR EBEE
B2t - HERORES 2ERR

3 B
RTE

RZT——F+_A=+—H BERAQRFTHE
HR AR BB ER(ABEBEMES71
EBHLAEGRO([EFHRBAEGRD ) EXVHBET
HRE) 2 RD - BEERG RESFT  BEREES
NS GBI EXVENET MBS HAME ARG K
BTz EERAR (BEREESRAEKIEE
&SRS TR SO R B iEE Sk R ) - S8
RIFEE R E ISP EIS2ETARR R FENER
it SRR AR ETHAR RIS 46(kFTill G B E Bt
TEFRHHRT LG AR B Rz Em R
HKEWT :

(a) Directors’ Long Positions in the Shares and Underlying Shares of (a) EZERAATARGDRAABERAZFE
the Company
Percentage of
shareholding
as at
Total 31st December
Class of Capacity Personal Family  Corporate Other number 2012
Name of Director Shares interests interests interests interests of Shares  (approximate)
R-B-=%
+=A=t-H
ZRERDL
EEng R4 5 5 BARE  RkER  NRAEE  HttEE  ROAH (#49)
Guo Jiang Ordinary Beneficial owners/family 77,765,146 10,784,625 - - 88,549,771 15.75%
interest (Note 1) (Note 1) (Note 1)
i LRk ERBAN/ RikER (BrzE1) (BrsE1) (FizE1)
Guo Fansheng Ordinary Beneficial owners 57,749,015 - - - 57,749,015 10.27%
FINE ] EaEBA
Li Jianguang Ordinary Interest of controlled - - 40,000,384 - 40,000,384 7.12%
corporation (Note 2) (Note 2)
Tk TRk Rt EEER (FizE2) (FizE2)
Lee Wee Ong Ordinary Beneficial owners 3,100,672 - - - 3,100,672 0.55%
(Note 3) (Note 3)
ERR EaEAA (B3E3) (F35E3)
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Notes:
1 Such interests in the Company comprised:

(@) 54,915,771 shares of the Company of which 4,850,625 shares of the
Company are held by Ms. Geng Yi, who is Mr. Guo Jiang's spouse;

(b) 16,700,000 underlying shares derived from the awarded shares
granted to Mr. Guo Jiang under the employees’ share award scheme
adopted on 17th November 2011; and

(c) 16,934,000 underlying shares derived from the share options granted
under the share option scheme adopted on 30th November 2003 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 have, 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 have, interested in the said 40,000,384
shares of the Company held by Callister Trading Limited pursuant to the
SFO.

3 Such interests in the Company comprises 100,672 shares and 3,000,000
underlying shares derived from the awarded share granted to Mr. Lee Wee
Ong under the employees’ share award scheme of the Company adopted
by the Board on 17th November 2011.

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.
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(@) 54,915,771 & &~ 2 & B - H &
4,850,625 A B kA R 20T % A 2 B
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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 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.

OUTSTANDING SHARE OPTIONS

(@) Pre-IPO Share Option Scheme
As at 31st December 2012, options to subscribe for an aggregate of
4,036,016 shares of the Company granted pursuant to the Pre-IPO Share
Option Scheme were outstanding. Details of which were as follows:

B REsT 8
REAATZBIN=FF=F+—A=+BBE
BERER - ARV T WEBEE - BIER
AR VNG T By
£))) RAB R8I (AR 81)) -

BROFRBRABEGET B R BRI X 2 53E
RARBEHRR-TE=F+-A\BZBKREREN
SRR DETE f —ARE R | — BN RBAHE | — Bt -

e ARAT R 2 BB AR

(a) BEXRAMBRATBRESTS
R-ZT——F+-A=+—8  BEHELIAH
BARATRE AR T B4 T A RS A +£4,036,016/%
ANARRD Z BRERARITE - BEAFBEHRT

LU
Number of share options
BREZA

Exercise As at Granted Exercised Lapsed As at

price per st January during during during 31st December
Name of grantee Date of grant share 2012 the period the period the period 2012

i R®
—E-CZF —E-CF
ARAKRE R AH BRITEE —A-B  RMBRRE  RBATE RERAR TZA=t+-B
HK$
BT

Ex-employees
RS
FAN Qimiao 2nd December 2003 0.44 5,111,104 - (5,111,104) - -
BRI “TE=F+-AZH
GU Yuanchao 2nd December 2003 0.44 3,771,774 - - - 3,771,774
EES “TT=F1T-AZH
Other employees
HitfES
In aggregate (Note 2) 2nd December 2003 0.44 258,242 - - - 258,242
At (iE2) —EE=H+_AZH
Total 9,147,120 - (5111,104) - 4036016
st
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Notes:

1

Each option has a 10-year exercise 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 (the “Listing Date”), being 17th
December 2003. 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 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).

As at 31st December 2012, there were 3 employees who had been
granted with options under the Pre-IPO Share Option Scheme to acquire an
aggregate of 258,242 shares of the Company.

Share Option Scheme

As at

31st December 2012, options to subscribe for an aggregate of

50,752,000 shares of the Company granted pursuant to the Share
Option Scheme were outstanding. Details of which were as follows:

G

(b)

BHBREZITERRI0F - RARARND
BREAXBREEASN( LHAS]  BI=F
Z=F+-_A+tER)BFTZBEARERRA
FIIE - RELTRAZE - E-_RE=E
Fig > BEABRARZADMTERASEZE
P P K 2 AR R D 233.3% ~ 66.6%
100% (FIFR EfRBBE D 1T MBS BB AT I K Y
ARRRHEE)

RZZE—=ZF+=ZA=1+—80  REHXILIH
BRI A3REER A LTRE
258,242 R A ARIARAD 2 BERR#E -

Ll B

R-B——F+-B=+—R  REERET
25 F ATRMA 50,752,000 K 2 FRH 2
FRRRHE R ATEE - ABBREEMBIT -

Number of share options

BREHE
Exercise As at Granted Exercised Lapsed As at
price  1stJanuary during during during  31st December
Name of grantee Date of grant per share 2012 the period the period the period 2012
® ®
—E-CF —Eg-—C
SN RiiaH BRTHEE —A-B RBARE  RBATE RBRAR +t=A=+-H
HK$ (Note 1)
BT (Hi5E1)
Directors
Bz
Guo Jiang 18th February 2004 24 1,000,000 - - - 1,000,000
;I ZETWEZATN\H
23rd June 2006 1.49 1,000,000 - - - 1,000,000
“EBERFAAZTER
11th July 2007 1.24 2,200,000 - - - 2,200,000
ZEREELATH
29th September 2008 0.604 2,000,000 - - - 2,000,000
“ZEN\FAAZTNE
7th April 2010 0.82 4,800,000 - - - 4,800,000
“E-TENALHA
Senior management
BREEAS
Geng Yi 18th February 2004 24 300,000 - - - 300,000
fkia ZTTME-ATNR
23rd June 2006 1.49 434,000 - - - 434,000
ZEERFAAZTER
29th September 2008 0.604 1,000,000 - - - 1,000,000
“ZZN\FAAZTNA
7th April 2010 0.82 4,200,000 - - - 4,200,000
“E-TENALHA
John Hong 29th September 2008 0.604 1,000,000 - - - 1,000,000
HES “ZZN\FAAZTNE
7th April 2010 0.82 3,200,000 - - - 3,200,000

“T-TENALA
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Number of share options
BREHR
Exercise As at Granted Exercised Lapsed As at
price  1stJanuary during during during  31st December
Name of grantee Date of grant per share 2012 the period the period the period 2012
R® R®
—E-—F —E-—F
ERARE RIEBAH BRITEE —A-B RHBARE  RABATE RMBRAR tZA=1-H
HK$ (Note 1)
BT (BtzE1)
Cai Weihua 18th February 2004 24 200,000 - - - 200,000
Bz “ZENF-A+\R
23rd June 2006 1.49 200,000 - - - 200,000
Z2ERFAAZT=ER
11th July 2007 124 440,000 - - - 440,000
ZETLELATH
29th September 2008 0.604 400,000 - - - 400,000
ZEE\ENAZTNA
7th April 2010 0.82 1,200,000 - - - 1,200,000
“Z-ZENALA
Yang Ning 23rd June 2006 1.49 200,000 - - - 200,000
BE ZEERERAZTEH
11th July 2007 124 400,000 - - - 400,000
ZELLELATH
29th September 2008 0.604 400,000 - - - 400,000
“ZEN\FAAZTARA
7th April 2010 0.82 3,000,000 - - - 3,000,000
“E-TH5MA+A
Other employees
HitfEg
In aggregate (Note 2) ~ 18th February 2004 24 5,129,000 - - (286,000) 4,843,000
At (E2) ZTTMEZATNR
In aggregate (Note 3)  23rd June 2006 1.49 1,534,000 - (366,000 (134,000) 1,034,000
AH(3E3) “TTAEAATHER
In aggregate (Note 4)  11th July 2007 124 5,327,000 - (1,376,000) - 3,951,000
At (fiz4) e S ) =
In aggregate (Note 5)  29th September 2008 0.604 5,000,000 - (2,600,000) - 2,400,000
iG] “ZEN\FAAZTIRA
In aggregate (Note 6)  7th April 2010 0.82 15,300,000 - (5,550,000) (800,000) 8,950,000
axt(fizre) —Z-ZENALHA
In aggregate (Note 7)  28th March 2011 1.108 2,900,000 - (800,000 (100,000) 2,000,000
A7) “F—#=A=1)\A
Total
wst 62,764,000 - (10,692,000) (1,320,000) 50,752,000
Notes: it
1. Each option has a 10-year exercise period, which may be exercised after the 1. SHMmERE ZITEAR10% - REEEER LA

expiry of twelve months from the date of the grant of options.

B+ —EAERR R TATE o

RN -_ZEOF - A+ AR R ARITEE

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

2A0BTATEMEREM S - BEERERARE
BREKLBHZE— F_REZRBFE -
SEZADRTEERE 2 BRERBATS R
NRAFRED Z233.3% ~ 66.6% &2 H (KT
Al B 1T A B ARAE FT 3% R ) AR 2 R AR 19 8K
B)-

anniversaries of the date of the grant of options.
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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.

For the options exercisable at HK$1.108 granted on 28th March 2011, 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.

34 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 4,843,000 shares of the Company at HK$2.40
per share.

13 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 1,034,000 shares of the Company at HK$1.49
per share.

17 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 3,951,000 shares of the Company at HK$1.24
per share.

5 employees have been granted options under the Share Option Scheme to
acquire an aggregate of 2,400,000 shares of the Company at HK$0.604 per
share.

10 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 8,950,000 shares of the Company at HK$0.82
per share.

20 employees have been granted options under the Share Option Scheme
to acquire an aggregate of 2,000,000 shares of the Company at HK$1.108
per share.

RRZEERNFANAZ T = BRHAIRITEE
149 TATRMIBEIRET 5 - BREARATTR
PRGN I B EARRRT @ A EmE 2 105 5
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The fair value of options granted under the Share Option Scheme on 18th
February 2004, determined using the Binomial Model value 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 Model 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 out 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 Model 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 out 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 Model 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 out 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 Model valuation model, was
approximately RMB12,527,000. 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 out 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.
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13.  The fair value of options granted under the Share Option Scheme on 28th
March 2011, determined using the Binomial Model valuation model, was
approximately RMB1,377,000. The significant inputs into the model were
exercise price of HK$1.108 standard deviation of expected share price
returns of 77.4%, expected life of options ranging from 3.8 to 4.9 years
expected dividend paid out rate of 0% and annual risk-free interest rate
2.82%. 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.

14. In respect of employees resigned during the period whose share options
have not been vested, such share options are lapsed, and the share
compensation costs recognised previously are credited to the condensed
consolidated final statement of comprehensive income.

15.  The values of share options recognised in share-based compensation
reserves are subject to a number of assumptions and with regard to the
limitation of the valuation model.

16 The weighted average closing price of the Shares immediately before the
date on which these options were exercised was HK$2.2821 per share.

EMPLOYEES' SHARE AWARD SCHEME

On 17th November 2011, the Board adopted an employees’ share award
scheme pursuant to which existing shares of the Company will be acquired
by the trustee from the market at the cost of the Company and be held in
trust for the selected employees until such shares are vested with the relevant
selected employees in accordance with the provision of the share award
scheme. For principal terms of the employees’ share award scheme, please
refer to the announcement of the Company dated 17th November 2011.

Since the adoption date, a total of 43,881,000 shares has been granted up to
the date of this report, representing approximately 7.76% of the issued share
capital of the Company as at date of this report. The awarded shares remain
outstanding as at 31st December 2012 are set out below:

13. FER-BEXEEEAFER =T ——F=A
ZH N\ BRERERET S TR L ERE S AT
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49FTE « FEFTIK B E0% & F[Z A F =
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IR - IRBEA AR RERMEE A i
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ATE -
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Number of As at Granted Vested As at
awarded 1st January during during  31st December
Name of Grantee Date of grant shares 2012 the period the period 2012
R® R
—E--F —E-CF
AEARE REBH ERROHUE —A—8 B BhEE +=A=t—-8H
Directors
=
Guo Jiang 20th August 2012 16,700,000 - 16,700,000 - 16,700,000
L “Z-—%\A-tH
Lee Wee Ong 14th June 2012 3,000,000 - 3,000,000 - 3,000,000
s N =
Senior management
BREEAR
John Hong 23rd November 2011 3,000,000 3,000,000 - - 3,000,000
HEE —Z——%+t-AZt=H
Cai Weihua 23rd November 2011 3,000,000 3,000,000 - - 3,000,000
B “Z——%+t-A-t=H
Yang Ning 23rd November 2011 3,000,000 3,000,000 - - 3,000,000
e “E——%+t—-A-t=H
Other employees
Hitfg8
In aggregate (Note 1)~ 23rd November 2011
Aat iz “B——%+—-AZ+=H 15,181,000 15,181,000 - 844,663 14,336,337
Total
#t 43,881,000 24,181,000 19,700,000 844,663 43,036,337
Note: MiEE -
1 69 employees have been granted an aggregate of 15,181,000 awarded shares. 1 69% (B BB ERA ££15,181,0000 B A% 1H °

2. On 14 June 2012, the Board resolved to amend and renew the limit of the scheme 2. RZE—ZFA+EE EFREBIERERR
to up to 27,834,037 Shares. 178l EBR 227,834,037 8% 15 ©
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER

PERSONS’ INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES OF THE

COMPANY

FERRRAMATREARTRD R

HERD 2 ERRAR

As at 31st December 2012, 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:

RZTB-—ZF+-A=+—H0  RARFRND KA
By A RIEE S R E GG EXVERRIFE2 K% 5F3
DEBMEARR R - WRAREES AT
{EDIFE336HAEARNRAFENTLMzEEZAL
(WIFEEHARAITHREE) T

Approximate
percentage of
shareholding

as at
Nature of 31st December
Name of Shareholder Class of Shares Long position  short position Capacity 2012
R=-Z—=fF
+=—A=+—H
ZBRABL
BREE AR IR 15 % 5 "a KEMHE BH Bk
Digital China Holdings Limited  Ordinary 112,296,107 Interest in controlled 19.98%
1M B AR A R A A =gl (Note 1) corporation
(H$3E1) Rt EEE R
Geng Yi Ordinary 88,549,771 Beneficial Owner and 15.75%
kg EImA% (Note 2) Family Interest
(PfF3E2) BmEa ARKEER
Kent C. McCarthy Ordinary 81,022,000 Interest in controlled 14.42%
TR (Note 3) corporation
(M$3E3) R EEER
Zhou Quan Ordinary 53,256,743 Interest in controlled 9.48%
Az T imAR (Note 4) corporation
(Mi3E4) REGDEEE R
Ho Chi Sing Ordinary 53,256,743 Interest in controlled 9.48%
B (Note 4) corporation
(Hi5E4) R EEE R
Notes: Bi%E

The references to 112,296,107 shares of the Company held by the Talent Gain
Developments Limited, a wholly-owned subsidiary of Digital China (BVI) Limited,
which is a wholly-owned subsidiary of Digital China Holdings Limited.

Such interest in the Company comprises: (a) 54,915,771 shares of the Company
of which 50,065,146 shares of the Company are held by Mr. Guo Jiang, who is Ms.
Geng Yi's spouse; (b) 16,700,000 underlying shares derived from the awarded
shares granted to Mr. Guo Jiang under the employees’ share award scheme
adopted on 17th November 2011; and (c) 16,934,000 underlying shares derived
from the share options granted under the share option scheme adopted on 30th
November 2003 of which 11,000,000 underlying shares derived from the share
options granted to Mr. Guo Jiang under the share option scheme.

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

112,296,107 i Zx A ) i 17 B Digital China (BVI)
Limited R3¢ M EISIERER AR ZENB AT EE
B8 E)Talent Gain Developments Limited i35 °

ZERANR 2 S BIE © (a) 54,915,771 R A AR
&1 - E 50,065, 1468 AR EIM A R EkIE 2+ 2 B
BB IEERE  RORBER-_T—F+—A++
B BT 2IMED TR R 2 BN EE
216,700,000 i fBEA R 10+ R(QRIBER T =4
T—A=TERMZERETEIR L BRIEEL Y
16,934,000 % AHREAA% 1 - E 1 11,000,0000% 18 B8 A% 15
TRE BT AR R AR R T B R 2 AR -

RIFFESRHEGED  E LR EFSRIER T
R 2 B R ARREAR 10 o e A s
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3 The reference to 81,022,000 shares of the Company comprises 76,448,873 shares
and 4,573,127 shares held by Jayhawk Private Equity Fund, L.P. and Jayhawk
Private Equity Co-Invest Fund, L.P., respectively. The entire issued share capital of
each of the abovementioned entities is owned by Mr. Kent C. McCarthy.

4 The reference to 53,256,743 shares comprises (i) 16,664,743 shares and (ii)
36,592,000 shares owned by (i) IDG Technology Venture Investments, L.P., a
limited partnership controlled by IDG Technology Venture Investments, LLC, which
is in turn jointly controlled by Mr. Zhou Quan and Mr. Ho Chi Sing, and (i) IDG
Technology Venture Investment Ill, L.P., a limited partnership controlled by IDG
Technology Venture Investment Ill, LLC, which is in turn jointly controlled by Mr.
Zhou Quan and Mr. Ho Chi Sing, respectively.

CONNECTED TRANSACTIONS

All the related party transactions, as disclosed in note 33 to the consolidated
financial statement, did not constitute connected transactions or continuing
connected transactions of the Company under Chapter 20 of the GEM Listing
Rules which are required to comply with any of the reporting, announcement
or independent shareholders’ approval requirements under the GEM Listing
Rules. In particular, the transactions under categories (a) and (b) in note 33
were conducted on normal commercial terms where all of the percentage
ratios (other than the profit ratio) were less than 5% and the total annual
consideration was less than HK$1,000,000, while those under category (c) in
note 33 were provided under the service contracts of relevant management.

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.

Apart from those disclosed in this annual report, none of the Directors, their
associates or any shareholders (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.
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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.

The audit committee of the Company 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 Company for the year
ended 31st December 2012 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 2012. 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 (effective up to
31st March 2012) during the period from 1st January 2012 to 31st March
2012 and the Corporate Governance Code (effective since 1st April 2012)
during the period from 1st April 2012 to 31st December 2012 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'’s 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 2012.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors a written confirmation or 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 are or have been
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 the Cayman Islands, which would oblige the
Company to offer new shares on pro-rata basis to existing shareholders of the
Company.

SUBSEQUENT EVENTS

On 5th February 2013, EREEREWIZREBRAF (the “Shunde
Subsidiary”), an indirectly non-wholly owned subsidiary of the Company
whose equity interest was owned as to 59% by Huicong (Tianjin) E-=Commerce
Industry Investment Co., Ltd.* (BJ& (X)) EFEBEXIREBRATF), as
to 16.5% by Foshan Shunde Bo Shi Investment Co., Ltd.* ({#51L i EE S &
RIS E AR /AR and as to 24.5% by Foshan Shunde Cheng Shun Assets
Management Co., Ltd.* (#BILTTIEEEHIEEEE R AR AF]) won the
public tender for the sale of the land use rights of a land with a planned land
area of 43,964.82 square meters and located at No.8, East of State Road
105, Beijiao Town, Shunde, Foshan, Guangdong Province (R &G ILTIE
=4k 238105638 R AI8%E) of the PRC (the “Land”) at the consideration of
RMB334,480,000.

The Shunde Subsidiary and Foshan Shunde Land and Property Transactions
Centre (f#B1LTH)IB/ZEE i E 3 5 0) have signed a Confirmation on
Completion of the Sale of Land Used Rights (B075 32 2% /3 Hb s FRAE M H 5
B3 HEFRZE) on 5th February 2013. The Shunde Subsidiary has entered into
the Transfer Contract in respect of the Land with The Land Construction and
Water Conservancy Bureau of Shunde, Foshan, and the consideration was
fully paid by the Shunde Subsidiary on 4th March 2013.

The aforesaid bidding of the Land constitutes a major transaction for the
Company and subject to among other things, shareholders’ approval and
mandate was granted to the directors at the extraordinary general meeting
of the Company on 4th February 2013 for the Shunde Subsidiary to proceed
with the bidding of the Land.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Pursuant to a share award scheme adopted in November 2011, as at 31st
December 2012, trustee purchased an aggregate of 24,118,000 shares
as awarded shares. 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 2012.

*  For identification only
* EHEE)
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AMOUNT OF CAPITALISED INTEREST

Other then those 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 will retire and, being eligible, offer themselves for re-appointment. The
Company has not changed its externals auditor in any of the preceding 3
years.

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

Beijing, PRC, 19th March 2013
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Corporate Governance Report

ﬁ:\ Hr/\lil #& ]

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 (effective up to 31st March
2012) (“CG Code") and the Corporate Governance Code (effective since 1st
April 2012) (“Revised Code") as set out in Appendix 15 of the GEM Listing
Rules and deviations, if any.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the provisions of the CG Code during the
period from 1st January 2012 to 31st March 2012 and the Revised Code
from 1st April 2012 to 31st December 2012. 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.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance functions
set out in code provision D3.1 of the Revised Code. As at the date of this
report, the Board has reviewed and monitored: (a) the Company’s corporate
governance policies and practices, (b) training and continuous professional
development of directors and senior management, (c) the Company’s policies
and practices on compliance with legal and regulatory requirements, (d) the
Company'’s code of conduct and (e) the Company’s compliance with the
Revised Code disclosures requirements.

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 2012.

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.
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THE BOARD OF DIRECTORS

Composition

As at the date of this report, the Board comprises eight Directors, of whom
three are executive Directors, two are non-executive Directors 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 2012 comprised:

Executive Directors
Guo Fansheng (Chairman), Guo Jiang (Chief Executive Officer), Lee Wee Ong

Non-executive Directors
Li Jianguang, Guo Wei

Independent non-executive Directors
Zhang Ke, Xiang Bing, Zhang Tim Tianwei

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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Board meetings and general 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 Board
secretary of the Company (the “Board 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 2012, 7 Board meetings and 2
general meetings were held and the following is an attendance record of the
meetings by each Director:

EESSERRRAE
EFCeRTFTHENELNL - EEHEEHE
REBEMEFRATELE - 2RBESEE V14K
AN ESeeRERRNEREZRZMAA FIA
REERIN)  2RESHEMSREETEEIIA
eEEE ANRzESeNE((ESSWEDRE
FREASHERRRE  URRETHAEEHSRNE
BRARRG - s MEBEgE IR g3
TR 2 REEE -HE_T——F+-A=+—8H
I BEE  HARCAEZeRRERASSH &
EEMLELENT

Attendance HE
Board General EEg [
Meetings Meetings =E 2
(Note 1) (FFEET)
Executive Directors HITES
Guo Fansheng 6/7 12 FRAE 6/7 12
Guo Jiang 7/7 171 EBT 7/7 11
Lee Wee Ong (an independent Lee Wee Ong(B =& ——%F
non-executive Director from NWAEZZ——F
September 2011 to June 2012 and NABBMIEITE
has been redesignated as an 1/2 £ RZE—-FtA 12
executive Director since 1st July 2012) 717 (Note 1) —HHEAEABITES) 717 (BisE1)
Guo Bingbing 171 FRKK(RZE—Z=F LA 11
(resigned on 1st July 2012) 4/4 (Note 1) —HBEE) 4/4  (MI=E1)
Non-executive Directors FHITES
Li Jianguang 6/7 02 FEX 0/2
(Note 2) 6/7  (Fff7E2)
Guo Wei 5/7 02 =& 0/2
(Note 2) 57 (BfIEE2)
Independent non-executive Directors B EHTES
Zhang Ke 6/7 02 K 02
(Note 2) 6/7  (PfI7E2)
Xiang Bing 2/7 02 me 02
(Note 2) 27 (MtsE2)
Zhang Tim Tianwei 6/7 02 ExE 0/2
(Note 2) 6/7  (PfIFE2)
Notes: Mzt -

(1) Two general meetings of the Company were held during the financial year ended
31st December 2012, one of them was held before 1st July 2012 and the other
was held after 1st July 2012.

(2)  Non-executive Directors (including independent non-executive Directors) have
been invited by the Company but were unable to attend the general meeting
held during the year due to other engagements. The non-executive Directors are
actively participated in the Board and will attend the general meetings of the
Company if possible.

During regular meetings of the Board, the Directors discuss and formulate the
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.
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The Board 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.

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 the board meetings.

INDUCTION AND PROFESSIONAL DEVELOPMENT

Newly appointed Directors will receive guideline and reference materials to
enable them to familiarise with the Group's business operations and Board’s
policies.

Directors are encouraged to participate in continuing professional
development to develop and refresh their knowledge and skills. The Company
has circulated to Directors training materials relevant to the director’s duties
and responsibilities and prepared a training record and the Directors have
reviewed the training materials.
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Term of Appointment and Re-election

Pursuant to provision A.4.1 of the Revised Code, non-executive Directors
should be appointed for a specific term, subject to re-election. Each of the
existing non-executive Directors and independent non-executive Directors,
namely Mr. Li Jianguang, Mr. Guo Wei, Mr. Zhang Ke, Dr. Xiang Bing, and
Mr. Zhang Tim Tianwei 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. Pursuant to provision
A.4.2 of the Revised Code, 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 then CG 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.

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, who assumes the role of the Chairman, is responsible
for overseeing the implementation of corporate strategies of the Company.
Mr. Guo Jiang, who assumes the role of the chief executive officer of the
Company, is responsible for overseeing the day-to-day operations of the
Company.
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REMUNERATION COMMITTEE

The remuneration committee of the Company (“Remuneration Committee”)
was established on 20th March 2006. As at 31st December 2012, the
chairman of the committee is Mr. Zhang Ke (independent non-executive
Director) and other members include Mr. Guo Jiang (executive Director), Mr.
Guo Wei (non-executive Director), Dr. Xiang Bing (independent non-executive
Director) and Mr. Zhang Tim Tianwei (independent non-executive Director).

During the year, the Remuneration Committee was 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 of
the Company on its proposals and recommendations.

The Remuneration Committee is provided with other resources enabling
it to discharge its duties such as the access to professional advice if and

FMZEzEE
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when necessary. For the financial year ended 31st December 2012, the  [FBHRFE @ HHZEeHBFEMASH  TESF
Remuneration Committee held 2 meetings. The individual attendance record KB HEERLT
of each member is as follows:
Members Attendance K& HERE
Zhang Ke 22 KRR 2/2
Guo Jiang 212 3T 2/2
Li Jianguang (ceased to be member of the remuneration Tp(EE——F=A=-1+H

committee since 20th March 2012) 11 THAFMEEGZKE) 11
Guo Wei 22 A 2/2
Xiang Bing 12 TEE 1/2
Zhang Tim Tianwei (became a member of the remuneration KREBZZE——-F=ZA=+H

committee since 20th March 2012) 11 HEAFWNEES ZKE) 11

Full minutes of the Remuneration Committee’s 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
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.
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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.

In order to comply with the code provision of Appendix 15 of the GEM Listing
Rules which will be effective on 1st April 2012, on 20th March 2012, Mr.
Zhang Tim Tianwei (independent non-executive Director) was appointed as a
member of the Remuneration Committee in place of Mr. Li Jianguang (non-
executive Director).

NOMINATION COMMITTEE

With effect from 20th March 2012, the Company established the nomination
committee of the Company (the “Nomination Committee”) and written
terms of reference of the nomination committee have been adopted. As at
the date of this report, the chairman of the Nomination Committee is Mr.
Guo Fansheng (executive Director) and other members include Mr. Zhang Ke
(independent non-executive Director) and Mr. Zhang Tim Tianwei (independent
non-executive Director). The Nomination Committee is responsible for
reviewing the structure, size and composition of the Board, identifying
individual suitably qualified to become Board members, selecting or making
recommendation to the Board on selection of individuals nominated for
directorship, assessing the independence of independent non-executive
Director and making recommendation to the Board on the appointment or re-
appointment of Directors and succession planning for Directors. During the
Reporting Period, the Nomination Committee also reviewed the structure and
composition of the Board.

New Directors are selected on the basis of their qualifications, skills and
experience which the Nomination Committee considers will make a positive
contribution to the performance of the Board.

On 14th June 2012, the Nomination Committee nominated Mr. Lee Wee Ong
("Mr. Lee"), the then independent non-executive Director, to be redesignated
as an executive Director and appointed as the chief financial officer of the
Company with effect from 1st July 2012.

In view of the re-designation, Mr. Zhang Ke was appointed to replace Mr. Lee
as a member of the Nomination Committee with effect from 14th June 2012.
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For the financial year ended 31st December 2012, the Nomination Committee
held 1 meeting. The individual attendance record of each member is as
follows:

TE-CHF+-A=+—HIFE REEEY

ES
BIT—REH - EREHESHRBNT

Members Attendance KB HERE
Guo Fansheng 171 HRAE 1/1
Zhang Ke (became a member of 00 FRE(BZZE—_FRATHBHE 0/0

the Nomination Committee since 14th June 2012) (Note) REZEEKE) BisE
Zhang Tim Tianwei 11 RREEE 1/1
Lee Wee Ong (ceased to be member of /1 Lee Wee Ong(BE=ZF—Z=%F /<A 11

the Nomination Committee since 14th June 2012) (Note) +mATE ﬁ?ﬁ%i EIKE) BiEE

Note: the meeting of the Nomination Committee was held before 14th June 2012.

AUDIT COMMITTEE AND ACCOUNTABILITY

Management of the Company 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 of the Company
("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 Jianguang (non-executive Director) and Mr.
Xiang Bing (independent non-executive Director)

During the year, the Audit Committee’s primary duties include ensuring the
Company’s financial statements, annual and interim reports, and the auditor’s
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.

The Audit Committee is provided with sufficient resources enabling it to
discharge its duties. For the financial year ended 31st December 2012, the
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Audit Committee held 4 meetings. The individual attendance record of each ”E‘vﬁ@m S ZEESMEMNEELEENT
member is as follows:

Members Attendance & HERE
Zhang Ke 4/4 R 4/4
Xiang Bing 174 IEE 1/4
Li Jianguang 4/4  FEK 4/4

The Audit Committee has reviewed with management of the Company the
accounting principles and practices adopted by the Group, the internal control
procedures, the financial results of the Group during the year ended 31st
December 2012 and met with external auditors and discussed the financial
matters of the Group that arose during the course of audit during the year
ended 31st December 2012.
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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 47 to 48 of this report.

AUDITOR’S REMUNERATION

The Audit Committee 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. The Group'’s external
auditor is PricewaterhouseCoopers. The remuneration paid or payable to the
external auditor of the Group during the Reporting Period comprised fees
for audit services of HKD2,480,000 (2011: HKD2,380,000). There was no
non-audit service provided by PricewaterhouseCoopers during the Reporting
Period.

COMPANY SECRETARY

The Company engages an external service provider to provide company
secretarial services and Ms. KWONG Yin Ping Yvonne is appointed as the
Company Secretary. The primary contact person in the Company for Ms.
Kwong in relation to corporate secretarial matters is Mr. Lu Qingguo, the
Board Secretary and the General Counsel of the Company.

SENIOR MANAGEMENT RENUMERATION

Senior management remuneration by band
The emoluments fell within the following bands:

ARBZB/RFEGREZEG 2 B MK - REE
EZERHEMZREEHZEN  ERZ RS HLH
EREERERESREZENERATER TER
EREREFMEZE K EEH  UMEREER
NEoskz A -

BEUUBHRRZET  URINEZEEHRER S
EHARARIREFL7E488 -

% B4 BT 7 A
EZZECEEEZEINEZEMNR A REEINEZ
AT IR TIE - BEEHESETIFE
BHARD BB ERBIEERTFIF L - A R)INE
BHEAETRKBESFTRI ST - RREHM - B
ek R AN S B ANEAZ SR R Bl & B B X AR S & F
2,480,000/ 7C(=F——4 : 2,380,000/7T) ° 3k
SHAR - B ERKE SRR B AT BT A FEix
AR ©

NCIEES

ARBRRAESBIRIG MR IR A R EIRT - R
LT REERARNE - ARBEBL Tz ERE
MALTRARFEFENERGBEIEBERNEER L
Ko

BREEASHMH
RAARIHD EREEN BH
BEmELT -

Number of individuals

AB

2012 2011
S —z——%

Nil to HKD 1,000,000 (equivalent to Nil to RMB810,900)
Z%1,000,0008 T (BERTZE ARKS10,9007T)

HKD1,000,001 to HKD2,000,000 (equivalent to RMB810,901 to RMB1,621,800)
1,000,001% 722,000,000/ (FBEM AR ES10,901 7t AR 1,621,8007T)
HKD2,000,001 to HKD3,000,000 (equivalent to RMB1,621,801 to RMB2,432,700)

1 2

2 3

2,000,001 043,000,000 7T (FERAKE1,621,801708 AR EE2,432,7007T)

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.
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Corporate Governance Report
PEREOME

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.

A shareholders communication policy was reviewed and updated on 20th
March 2012 to comply with code provision E.1.4 of the Revised Code.

Procedures for Directing Shareholders’ Enquiries to the Board
Shareholders may at any time send their enquiries and concerns to the Board
in writing through the Investor Relations Department of the Company whose
contact details are as follows:

Tower B, Jingyi Technical Building
No. 9 Dazhongsi East Road
Haidian District

Beijing 100098

The People’s Republic of China
Email: ir@hc360.com

Tel No.: (8610) 6229 8867

Fax No.: (8610) 6229 8308

Investor Relations Department of the Company handles both telephone and
written enquiries from Shareholders from time to time.

Shareholders’ enquiries and concerns will be forwarded to the Board and/or
relevant Board Committees of the Company, where appropriate, to answer
the Shareholders’ questions.
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Procedures for Putting Forward Proposals at General Meetings by
Shareholders

Pursuant to Article 58 of the Articles of Association, the Board may whenever
it thinks fit call extraordinary general meetings. Any one or more Shareholders
holding at the date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company, to require an
extraordinary general meeting to be called by the Board for the transaction
of any business specified in such requisition; and such meeting shall be held
within two (2) months after the deposit of such requisition. If within twenty
one (21) days of such deposit the Board fails to proceed to convene such
meeting the requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.

Pursuant to Article 88 of the Articles of Association, no person other than a
Director retiring at the meeting shall, unless recommended by the Directors
for election, be eligible for election as a Director at any general meeting
unless a Notice signed by a Member (other than the person to be proposed)
duly qualified to attend and vote at the meeting for which such notice is given
of his intention to propose such person for election and also a Notice signed
by the person to be proposed of his willingness to be elected shall have been
lodged at the head office or at the Registration Office provided that the
minimum length of the period, during which such Notice(s) are given, shall
be at least seven (7) days and that the period for lodgement of such Notice(s)
shall commence no earlier than the day after the dispatch of the notice of the
general meeting appointed for such election and end no later than seven (7)
days prior to the date of such general meeting.

The procedures for Shareholders to propose a person for election as a Director
is posted on the Company’s website at http://www.hcgroup.com.”
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Independent Auditor’s Report
YN 1% BN R

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 49 to 128, which comprise the consolidated and company balance
sheets as at 31st December 2012, 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.
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Independent Auditor’s Report
ERVR A ETE S

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.

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
2012 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, 19th March 2013
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Consolidated Statement of Comprehensive Income

(RN =R

For the year ended 31st December 2012 #HZE—-Z—

ZFE+ZA=T—HIEFE

2012 2011
—E——fF ZT——F
Note RMB’000 RMB’'000
Miat ARET T ARBFIT
Continuing operations RS
Revenue SHEKA 5 548,568 438,356
Cost of revenue $HE R AN 22 (68,684) (67,140)
Gross profit E7 479,884 371,216
Other income E A A 21 3,307 5,480
Selling and marketing expenses HERTSHEEEZER 22 (318,314) (251,251)
Administrative expenses 1T E R 22 (97,742) (87,150)
Operating profit iyl 67,135 38,295
Finance income RE WA 24 11,807 3,777
Finance cost BhE A A 24 (615) -
Profit before income tax R PRAS T Al A 78,327 42,072
Income tax expense FriS i sz 25 (12,905) (9,266)
Profit for the year from continuing operations FHEIR B 2T 2 NFE i A 65,422 32,806
Discontinued operations Sl cd— TS
Profit for the year from discontinued operations 4% |- A& & 275 2 7R F € S ) 26 - 8,560
Profit for the year AR F 65,422 41,366
Other comprehensive income/(loss): Hip 2ERA(F51E) -
Currency translation difference EXEHEZR 37 (2,688)
Total comprehensive income for the year, AEFEE MR ALLTE
net of tax HERTIE 65,459 38,678
Profit attributable to: A AT FEMR SR :
Equity holders of the Company NANTIREREA A 66,724 41,205
Non-controlling interests FEFER A (1,302) 161
65,422 41,366
Total comprehensive income attributable to: THATEAEER AL :
Equity holders of the Company RARE=FEEA 66,761 38,517
Non-controlling interests FEIE IR A (1,302) 161
65,459 38,678
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Consolidated Statement of Comprehensive Income
FHim e W

For the year ended 31st December 2012 HE—_ZT——F+_A=+—HILtFE

Note 2011
izt =%
Earnings per share from continuing and RATIRERITE ABGSE
discontinued operations attributable to REXBREILBEEL 2
the equity holders of the Company BREBA(AERARKESIE)
(expressed in RMB per share)
Basic earnings per share BREREF
From continuing operations SR BT 28 0.1204 0.0636
From discontinued operations IR E TS 28 N/ATIE A 0.0159
Diluted earnings per share GRRESE E R
From continuing operations BRI 28 0.1133 0.0603
From discontinued operations IR E TS 28 N/ARE 0.0151
The notes on pages 56 to 128 are an integral part %56%12859’][517%7%6\1#%%
of these consolidated financial statements. HMRE RS o
Dividends &% & 29 - -
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Consolidated Balance Sheet
EHEEBER

As at 31st December 2012 W=_Z——&F+=-HA=+—H

2012 2011
=2-—=F —F——F
Note RMB’000 RMB’'000
Miat ARET T ARBFIT
Assets BE
Non-current assets FRBEE
Land use rights T A 6 17,298 17,725
Intangible assets BB 7 9 464
Property, plant and equipment ME - R NERE 8 207,915 178,353
Deferred income tax assets RIEFTETEE 19 4,373 2,563
Long term deposits, prepayments and RER® - BNFKIER
other receivables H fth fE i kI8 10 54,510 48,814
284,105 247,919
Current assets REEE
Trade receivables FEUBEFX 10 19,168 21,582
Deposits, prepayments and other receivables e -« BAHRIERHEAERGRIE 10 42,668 27,380
Direct selling costs BHEHEERA 11 85,102 69,477
Amount due from a related company FE UG BEEs N T 300R 12 1,604 1,556
Cash and cash equivalents ReERREEED 13 422,552 254,982
571,094 374,977
Total assets HWEE 855,199 622,896
Equity =
Equity attributable to the Company’s RATIRERTE ABGRER
equity holders
Share capital &N 14 58,167 56,884
Other reserves E b 15 275,769 270,485
Retained earnings/(accumulated losses) B (RatEE) 11,848 (54,876)
345,784 272,493
Non-controlling interests FEERR 96,908 14
Total equity g 442,692 272,507
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Consolidated Balance Sheet

aHEERER

As at 31st December 2012 W=_Z——&F+-HA=+—H

2012 2011
—E——fF —E——%F
Note RMB’000 RMB’'000
HiaE ARMT T ARBFIT
Liabilities aE
Non-current liabilities FRBEE
Deferred income tax liabilities RIEFTEHBE 19 10,260 8,904
Non-current portion of finance lease obligations B &R EH 2 IEREN LS 17 2,491 =
12,751 8,904
Current liabilities nEBE
Trade payables FETERR 18 2,825 2,285
Accrued expenses and other payables fEET & B & H A et Z0E 18 33,663 29,699
Current portion of finance lease obligations BEMEREZREE D 17 1,671 =
Deferred revenue BIEUA 18 337,417 290,820
Other taxes payable EAth T IE 20 8,366 9,783
Income tax payable FES TSR 20 15,814 8,898
399,756 341,485
Total liabilities e F 412,507 350,389
Total equity and liabilities BEZREE 855,199 622,896
Net current assets REEEFE 171,338 33,492
Total assets less current liabilities REERABDEME 455,443 281,411

The consolidated financial statements on pages 49 to 128 were approved by
the Board of Directors on 19th March 2013 and were signed on its behalf.

GUO Jiang
Director
EI5a
FE

The notes on pages 56 to 128 are an integral part of these consolidated

financial statements.
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Balance Sheet
BEBRE

As at 31st December 2012 W=_Z——&F+=-HA=+—H

2012 2011
—E——fF —T——F
Note RMB’000 RMB’000
Kz AR¥T T ARETTT
Assets BE
Non-current assets FRBEE
Investments in subsidiaries R B AT ZIE 9 1,956 1,956
1,956 1,956
Current assets RBEE
Loan to a subsidiary ERTHBAT 9 227,079 228,801
Other receivables H i fE U 018 10 184 117
Cash and cash equivalents Be& NESEED 13 5 5
Total current assets HEREEE 227,268 228,923
Total assets HEE 229,224 230,879
Equity =
Equity attributable to the Company’s AATREREE ABGER
equity holders
Share capital &N 14 58,167 56,884
Other reserves HibEE 15 222,097 215,691
Accumulated losses RETE1E 15 (51,491) (41,997)
Total equity HER 228,773 230,578
Liabilities =i
Current liabilities REBEE
Accrued expenses and other payables fEET & B & H A e 0 18 451 301
Total liabilities wed 451 301
Total equity and liabilities BEZREE 229,224 230,879
Net current assets REBEEFE 226,817 228,622
Total assets less current liabilities HEERARBAR 228,773 230,578

The financial statements on pages 49 to 128 were approved by the Board of  #49F 128 A S BHREN_ZE—=E=A+N

Directors on 19th March 2013 and were signed on its behalf. HEESSHAETH NIEERREZSES
GUO lJiang LEE Wee Ong
Director Director
E1518 LEE Wee Ong
EE EE

The notes on pages 56 to 128 are an integral part of these consolidated — £56% 128 AMMict A& TS IMARMEFREHH
financial statements.
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Consolidated Statement of Changes in Equity

—H= N\ 7/ 4=
T / N I%I:I/n

R

For the year ended 31st December 2012 HE—_ZT——F+_A=+—HILtFE

Attributable to the Company’s equity

holders
RAFEREE AR
(Accumulated
losses)/ Non-
Share Other retained controlling
capital reserves earnings  Sub-total  interests Total
(BtER)/
RE  HfhEE Bl NG EERER b
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
fit ARETT ARETT ARETT ARETR ARETT ARETR
(Note 15)
(F3t15)
Balance at 1st January 2011 WZ2—F—-R—-RE 52,116 224,395 (96,081) 180,430 2,795 183,225
Comprehensive income 2EHA
Profit for the year AEREH - - 41,205 41,205 161 41,366
Other comprehensive loss Hft2EEE
Currengy translation difference EBEHER 15 - (2,689) - (2,689) - (2,689)
Total comprehensive income 2ERAEE - (2,688) 41,205 38,517 161 38,678
Transactions with owners BREFAETZRS
Shares purchased under share award scheme 1R (7 22E1:1EI8 A 2 fn 15 - (22,234 - (22,234) - (22,234)
Share based compensation - value of RIS 2 -
employee services EEREEE 15 = 6,731 = 6,731 = 6,731
Contribution from non-controlling G AV EYNG e 2
interests on set up of a subsidiary ERTE - - - - 150 150
Disposal of a subsidiary HE—ZHBLR 30 - - - - (3,092) (3,092)
Exercise of share options IiEiERE 14,15 295 1,806 - 2,101 = 2,101
Issuance of new shares BTHRG 14,15 4473 62,475 - 66,948 - 66,948
Total transactions with owners HEENETR R 4,768 48,778 - 53,546 (2,942) 50,604
Balance at 31st December 2011 R_Z——F+_A=+—-H&H% 56,884 270,485 (54,876) 272,493 14 272,507
Balance at 1st January 2012 RZE——5-F—HEH 56,884 270,485 (54,876) 272,493 14 272,507
Comprehensive income 2EKA
Profit for the year TR R - - 66,724 66,724 (1,302) 65,422
Other comprehensive income Hit2ERA
Currency translation difference EEEYZR 15 - 37 - 37 - 37
Total comprehensive income 2HEUAEE S 37 66,724 66,761 (1,302) 65,459
Transactions with owners BRAANETZRS
Shares purchased under share award scheme BB {7 £RI: 218 A 2 R{H 15 - (10,447) - (10,447) - (10,447)
Share based compensation - value of PR 2 B
employee services EERBER 15 - 8,766 - 8,766 - 8,766
Contribution from non-controling SIIB A RIEL 2 JEER
interests on set up of subsidiaries A 16 - - - - 110,200 110,200
Exercise of share options IfEiERE 14,15 1,283 8,072 - 9,355 - 9,355
Acquisition of additional interest BB REIMER
in subsidiaries 16 - (1,144) - (1,144) (12,004) (13,148)
Total transactions with owners G LN SpAT 1,283 5,247 - 6,530 98,19 104,726
Balance at 31st December 2012 RZE——F+-A=1t—-R&H 58,167 275,769 11,848 345,784 96,908 442 692

The notes on pages 56 to 128 are an integral part of these consolidated
financial statements.
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Consolidated Cash Flow Statement
EHBEERER

For the year ended 31st December 2012 HZE—ZT——F+-_A=+—HIFE

2012 2011
—E——F —E——fF
Note RMB’'000 RMB’'000
izt AR¥T T ARETTT
Cash flows from operating activities REXBCRESRE
Cash generated from operations REXEBEE RS 30(a) 146,325 119,986
Interest received 2HFILE 11,807 3,777
The People’s Republic of China (“PRC") EffREARLME([FE])FT
income tax paid 135 (6,443) (793)
Net cash generated from operating activities ZL&EK 2 HESRAFHE 151,689 122,970
Cash flows from investing activities REFZHZHRERE
Loan to a third party BERTE=H 10(b) - (25,404)
Prepayment for land use rights TEfS T A 10(b) - (21,600)
Purchase of property, plant and equipment BAMZE - BEREE 30(d) (46,887) (66,093)
Proceeds from disposal of property, plant and HEME - BE RRESRIE
equipment 30(b) 59 224
Acquisition of additional interests in subsidiaries, U &M E A RIZESMERS (BIEA
including transaction costs SEAR) 16 (13,148) =
Loans to employees BEXTRE 10(b) (31,467) =
Proceeds from disposal of a subsidiary, HER B AR TS IE
net of cash and cash equivalents disposed of (HIBRFTLEERS KR
REZED) 30(c) - 12,184
Net cash used in investing activities RETH2HESHRHTFE (91,443) (100,689)
Cash flows from financing activities METBHZ2RERE
Issuance of new shares BITERR D 14, 15 - 66,948
Purchase of shares under share award scheme BB, BRI EI B A Z KD 15 (10,447) (22,234)
Capital contribution from non-controlling FEIZERR AR R i e T A
shareholders 16 110,200 150
Exercise of share options Gntd g 14, 15 9,355 2,101
Repayment of finance lease obligations BEREHERET (1,821) -
Net cash generated from financing activities FEEFERERAFE 107,287 46,965
Net increase in cash and cash equivalents e RIASFEYIENFE 167,533 69,246
Cash and cash equivalents at beginning RENZEHERIRESEEYD
of the year 254,982 188,424
Exchange gain/(loss) on cash and ReRBSFEDCER
cash equivalents B/ (Eh) 37 (2,688)
Cash and cash equivalents at end of the year RNEKR IS RIBLZEY 422,552 254,982

The notes on pages 56 to 128 are an integral part of these consolidated — E56F 128 EMMic A& SRR EREHH
financial statements.
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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 in China.

The Company is a limited liability company incorporated in the Cayman
Islands. The address of its registered office is the 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 19th March 2013.

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.
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Notes to the Consolidated Financial Statements
B IR SR R M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(a) Basis of preparation (Continued) (a)
New and amended standards have been issued and effective
for the financial year beginning 1st January 2012

2 TESHBEBEw

fRBIEE (4
WER-FE——F—F— AR5 EE
ERIEFTIRA 2 B fB 184 5 £ 55T R
ABIEETER)
BB RS
AERZE 758
(1&831)
BB RS
AERIZE 158
(1&51)
ARG LER
F125%
(1&851)

HKFRS 7 (Amendment)  Disclosures — Transfers of financial assets BE-EEeMEE

BEBEERIIFEIR
R 2z BElE 3

HKFRS 1 (Amendment)  Severe hyperinflation and removal of

fixed dates for first-time adopters

BIERHIE - U EI4ERE
BE

HKAS 12 (Amendment) Deferred tax: Recovery of underlying

assets

WEN—F——F—H— AR BE
ERERER 2 BEMBREENRES
(BRMBRERBLZE ) RBRNaY
REBERERTE -

There are no HKFRSs or HK(IFRIC) interpretations that are effective
for the first time for the financial period beginning on 1st January
2012 that would have a material impact on the Group.

New and amended standards have been issued but are not
effective for the financial year beginning 1st January 2012
and have not been early adopted

WERFRAR = F——F— F— AR
2B BRI E SR8 e R ALK 2 HAT R
ABIEETER)

Effective for
accounting period
beginning on or after

R T5 A ERRER
ZEBENETHBEXR
HKAS 1 (Amendment) Presentation of financial statements 1st July 2012
B EAE 1R (BET) Elp e —E——F+tA—H
HKFRS 1 First time adoption on government loans 1st January 2013
BB ELERIE 15 BRI ER —E—=F—H—H
HKFRS 10, 11 and 12 (Amendment)  Consolidated financial statements, joint arrangements 1st January 2013
and disclosure of interests in other entities: transition
guidance
BB HRELERFEI05 - F1195% KEPEHRE  KRTHEEREEREMER 2 ax —ET—=%—H—H
RE1255 (185T) mEES|
HKFRSs (Amendments) Annual improvements 2011 cycle 1st January 2013
BB REER(SET) T —FREAFENE —ET—=%—H—H
HKFRS 10 Consolidated financial statements 1st January 2013
BB ELERIE 105 fRa M mE —T—=%F—H—H
HKAS 27 (revised 2011) Separate financial statements 1st January 2013
ARG EAE275 RV b B —E—=F—H—H
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Notes to the Consolidated Financial Statements

& IS ERAR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(a) Basis of preparation (Continued)

(a) RAEE(E)

2 TESHBEBEw

New and amended standards have been issued but are not
effective for the financial year beginning 1st January 2012

WHELRTIRAR = F——F—F—HR%
2RI BFE B E SR8 e K LK 2 F AT R
AIEETER ()

and have not been early adopted (Continued)

Effective for
accounting period

beginning on or after

RT 5 B HBAA SR

ZENEHHBEN

HKFRS 11 Joint arrangements 1st January 2013
BB REERIE15% HREZH —E-=%—H—H
HKAS 28 (revised 2011) Associates and joint ventures 1st January 2013
BEAEERIE28R(ZT—F NN —ZE—=F—H—H

RAEET)
HKFRS 12 Disclosures of interests in other entities 1st January 2013
EEMEREERE 1255 WENEMER 2 #n —T—=%—HA—H
HKFRS 13 Fair value measurements 1st January 2013
BB EERE 1355 ANFEGE —ZE—=%—H—H
HKAS 19 (Amendment) Employee benefits 1st January 2013
BESTTERIE195% (IB3T) EERT —T—=%—H—H
HKFRS 7 (Amendment) Financial instruments: Disclosures — 1st January 2013
offsetting financial assets and financial liabilities

BB EERE 75 (BFT) TRITA : RE-—HiEeREERSHAE —T—=%—H—H
HK(FRIC)-INT 20 Stripping costs in the production phase of surface mine 1st January 2013
B (BB BREREEES) b R R EE S BR 2 IR AR —E—=%—H—H

— 552058
HKAS 32
ARG ERE32%

HKFRS 9
BEVHHEERENR

HKFRS 7 and
HKFRS 9 (Amendments)

Financial instruments: Presentation —
offsetting financial assets and financial liabilities

ERMTR: 27 -HHeREELERERE

Financial Instruments
ST HE

Mandatory effective date and transition disclosures

1st January 2014
—ZE-mFE—-HA—H

1st January 2014

BRMBREENETRREENE  BREIERE BRI

HELERFHR(ERT)

The Group has already commenced an assessment of the impact
of these new HKFRSs but is not yet in a position to state whether
these new HKFRSs would have a significant impact on its results of
operations and financial position.
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Notes to the Consolidated Financial Statements

& H TSR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(b) Consolidation
The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made up to
31st December.

(i)

Subsidiaries

Subsidiaries are all entities (including special purpose entities)
over which the Group has the power to govern the financial
and operating policies generally accompanying a shareholding
of more than one half of the voting rights. The existence and
effect of potential voting rights that are currently exercisable
or convertible are considered when assessing whether the
group controls another entity. The Group also assesses
existence of control where it does not have more than 50%
of the voting power but is able to govern the financial and
operating policies by virtue of de-facto control.

De-facto control may arise from circumstances where it does
not have more than 50% of the voting power but is able to
govern the financial and operating policies by virtue of de-
facto control.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

Inter-company transactions, balances, income and expenses
on transactions between group companies are eliminated.
Profits and losses resulting from inter-company transactions
that are recognised in assets are also eliminated. Accounting
policies of subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by the Group.

Business combinations

The Group applies the acquisition method to account for
business combinations. The consideration transferred for
the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of
the acquiree and the equity interests issued by the Group.
The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis, either at fair
value or at the non-controlling interest’s proportionate share
of the recognised amounts of acquiree’s identifiable net
assets. Acquisition-related costs are expensed as incurred.
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Notes to the Consolidated Financial Statements
B U ISR R M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(b) Consolidation (Continued)

(i)

Subsidiaries (Continued)

Business combinations (Continued)

If the business combination is achieved in stages, the
acquirer’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date, any gains or
losses arising from such re-measurement are recognised in
profit or loss.

Any contingent consideration to be transferred by the Group
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration
that is deemed to be an asset or liability is recognised in
accordance with HKAS 39 either in profit or loss or as
a change to other comprehensive income. Contingent
consideration that is classified as equity is not remeasured,
and its subsequent settlement is accounted for within equity.

Goodwill is initially measured as the excess of the aggregate
of the consideration transferred and the fair value of non-
controlling interest over the net identifiable assets acquired
and liabilities assumed. If this consideration is lower than the
fair value of the net assets of the subsidiary acquired, the
difference is recognised in profit or loss.

Changes in ownership interests in subsidiaries without change
of control

Transactions with non-controlling interests that do not result
in loss of control are accounted for as equity transactions
— that is, as transactions with the owners in their capacity
as owners. The difference between fair value of any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to non-controlling
interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any retained interest
in the entity is re-measured to its fair value at the date
when control is lost, with the change in carrying amount
recognised in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the
retained interest as an associate joint venture or financial
asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted
for as if the Group had directly disposed of the related
assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to
profit or loss.
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Notes to the Consolidated Financial Statements
B IR SR R M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b) Consolidation (Continued)

(c)

(d)

(ii)

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost also includes direct attributable costs of
investment. The results of subsidiaries are accounted for by
the Company on the basis of dividend and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary 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.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating
segments, has been identified as the executive directors who make
strategic decisions.

Foreign currency translation

(i)

(ii)

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 Group’s presentation currency. Hong Kong Dollars is
regarded as the Company’s functional 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.
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Notes to the Consolidated Financial Statements

& IS ERAR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(d) Foreign currency translation (Continued)

(iiij) 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 in
other comprehensive income.

(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.

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 to the consolidated
statement of comprehensive income during the financial period in
which they are incurred.
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& H TSR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(f)

Property, plant and equipment (Continued)

Property, plant and equipment commence their depreciation from
the time when the assets become available for their intended use.
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

HEMERE

Buildings

BF

Computer and telecommunications equipment
BIREARE

Fixtures, fittings and office equipment

RE RBERPAERE

Motor vehicles

T

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

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 within
administrative expenses 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.
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& IS ERAR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9)
(i)

(ii)

(iii)

Intangible assets

Goodwill

Goodwill arises on the acquisition of subsidiaries, associated
companies and joint ventures and represents the excess of
the consideration transferred over the acquiror’s interest
in net fair value of the net identifiable assets, liabilities and
contingent liabilities of the acquiree and the fair value of the
non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill acquired
in a business combination is allocated to each of the cash-
generating units (“CGUs"), or groups of CGUs, that is
expected to benefit from the synergies of the combination.
Each unit or group of units to which the goodwill is allocated
represents the lowest level within the entity at which the
goodwill is monitored for internal management purposes.
Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
goodwill is compared to the recoverable amount, which is the
higher of value in use and the fair value less costs to sell. Any
impairment is recognised immediately as an expense and is
not subsequently reversed.

Software licences

Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring to their
intended use. These costs are amortised over their estimated
useful lives of three to five years.

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.
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& H TSR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(h)

(0]

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.

Discontinued Operations

A discontinued operation is a component of the Group’s business,
the operations and cash flows of which can be clearly distinguished
from the rest of the Group and which represents a separate major
line of business or geographic area of operations, or is part of a
single co-ordinated plan to dispose of a separate major line of
business or geographical area of operations, or is a subsidiary
acquired exclusively with a view to resale.

When an operation is classified as discontinued, a single amount
is presented in the statement of comprehensive income, which
comprises the post-tax profit or loss of the discontinued operation
and the post-tax gain or loss recognised on the measurement
to fair value less costs to sell, or on the disposal, of the assets or
disposal group constituting the discontinued operation.
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& IS ERAR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

()

(k)

(U]

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 consolidated balance sheet.

Recognition and measurement

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 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. Loans and
receivables are subsequently carried at amortised cost using the
effective interest method.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally enforceable
right to offset the recognised amounts and there is an intention
to settle on a net basis or realise the asset and settle the liability
simultaneously.

Impairment of financial assets

Assets carried at amortised cost

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.
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Notes to the Consolidated Financial Statements

& H TSR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(U]

(m)

Impairment of financial assets (Continued)

Assets carried at amortised cost (Continued)

Evidence of impairment may include indications that the debtors
or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate that there is
a measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

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
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.

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.
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Notes to the Consolidated Financial Statements

& H ISR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(n) Direct selling costs
Direct selling costs, which principally are comprised 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 when the services are
rendered.

(o) Cash and cash equivalents
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.

(p) 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.

(q) Current and deferred income tax
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 equity
directly, 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.
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Notes to the Consolidated Financial Statements

& HE ISR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(q) Current and deferred income tax (Continued)

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, 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.

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

(i) Retirement benefit costs
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.

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.

Contributions to these plans are expensed as incurred.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(r) Employee benefits (Continued)

(ii)

(iii)

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
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
paid when they are settled.

Share-based compensation

The Group operates equity settled, share-based compensation
plans. 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.

Under the Share Award Scheme, the directors and certain
employees of the Group are entitled to receive shares in
the Company. The shares held under trust by a financial
institution (“Trustee”) for the benefit of the director and
employees, would be paid and the paid up consideration
would be capitalised in the Company’s reserves. The Trustee
has been instructed to buy shares from the market using the
funds held by the Trustee to grant shares to the director and
employees.

The Company has also adopted the Share Option Scheme
under which options may be granted to subscribe for the
Company's shares.

The fair value of the employee services received in exchange
for the grant of the share options and shares awarded is
recognised as an expense.

@ HC International, Inc - Annual Report 2012
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Notes to the Consolidated Financial Statements

& HE ISR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(r)

(s)

Employee benefits (Continued)

(iiij) Share-based compensation (Continued)
The total amount to be expensed over the vesting period
is determined by reference to the fair value of the share
options and shares 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 shares or
share 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 shares or share 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.

(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.

Provisions

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.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(s) Provisions (Continued)
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.

(t) 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
noncurrent liabilities.

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

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

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it
relates.

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

During the year ended 31st December 2012, the finance income
has been separately disclosed on the face of consolidated
statement of comprehensive income. In the comparative figures for
the year ended 31st December 2011, the interest income included
in “other income” has been reclassified and separately disclosed in
the consolidated statement of comprehensive income to conform
with the current year’s presentation.
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Notes to the Consolidated Financial Statements

& HE TSR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(v)

(w)

Revenue recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services stated net of value
added taxes, 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.

Adbvertising 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
portions 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. This revenue stream had discontinued for the year
ended 31 December 2011.

Interest income is recognised on a time proportion basis, using the
effective interest method.

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.
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Notes to the Consolidated Financial Statements
B IF SRR M

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(w) Leases (Continued)

(x)

(y)

The Group leases certain property, plant and equipment. Leases of
property, plant and equipment, where the Group has substantially
all the risks and rewards of ownership, are classified as finance
leases. Finance leases are capitalised at the lease’s commencement
at the lower of the fair value of the leased property and the present
value of the minimum lease payments.

Each lease payment is allocated between the liability and finance
charges. The corresponding rental obligations, net of finance
charges, are included in other long-term payables. The interest
element of the finance cost is charged to the consolidated
statement of comprehensive income over the lease period so as to
produce a constant and equipment acquired under finance leases is
depreciated over the shorter of the useful life of the asset and the
lease term.

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.

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and fair value interest
rate 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.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (Continued)
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

()

(ii)

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 material exposure on
foreign exchange risk.

Fair value interest rate risk

The Group's interest rate risk arises from fixed deposit
categorised in “cash and cash equivalents” and loan
to a third party and the employees categorised in
“other receivables”. Loans to a third party and the
employees received at fixed rates expose the Group to
fair value interest rate risk. As all of these balances are
highly liquid, the fair value changes resulting from the
fluctuation of the market interest rate are insignificant.
For loans to a third party and the employees, profit
before tax for the year would have been approximately
RMB569,000 (2011: RMB254,000) higher/lower if
market interest rates had been 100 basis point higher/
lower, with all other variables held constant.

(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 and loans to a third party
and the employees. 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.
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2 BIFE AR ADG FIS
/w49 A R #569,00070
—Z——%F : ARE#¥254,000
JT) °

(b) EEAERE
EERBRTIRERERE - AEE 2
EERREERERELASEE
W ARERERSFARESRTE=
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ZZEEERR -
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3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBERERE
3.1 Financial risk factors (Continued) 3.1 BBEREREGE)
(b) Credit risk (Continued) (b) =EEE(E)
For balance with a related company and loan to a third party YN ARNBRERERTE
and the employees, management assesses the recoverability =FEEES EEERBEZZEANT
of the balances taking into account the history of default of FRE 2 H/REEE KRR - K
these companies and the employees, financial performance, MEEATERA BESRET
fair value of pledged assets and availability of credit facilities. #4058 > T IR EFLE o
The table below shows the credit limit and balance of the TEBERAAEKESRERAR =
five major trade debtors as at 31st December 2012 and 31st T_—fEt-FA=+—AR-F
December 2011. ——F+-A=+—BZEER%E
P&

31st December 2012
—g-=#+=A=+-A
Counterparty Credit limit Utilised

HES FERE [=3:3::]
RMB’000 RMB’000

ARETR ARETR

Customer A BEA 1,000 430
Customer B ZFB 1,000 404
Customer C BFEC 1,000 400
Customer D ZFED 1,000 332
Customer E ZFE 1,000 302

31st December 2011
—F—4%+=A=+—~

Counterparty Credit limit Utilised
HEr EERE EfEA
RMB’000 RMB’000

ARET T ARETIT

Customer F BFEF 1,000 700
Customer G BEG 1,000 567
Customer H Z5EH 1,000 366
Customer | 25| 1,000 293
Customer J ZE) 1,000 218
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3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEBREE®
3.1 Financial risk factors (Continued) 3.1 HEEBRER(E)
(b) Credit risk (Continued) (b) EREEE)
The table below shows the cash and cash equivalents held by TREIBTRASREEREEHR
different type of financial institutions at balance sheet date. FReRReEEY -
2012 2011
—E——F —E——F
RMB’000 RMB’'000
AR®T T ARBT T
Cash at banks and bank deposits BITHEE RIBRITHER
Listed financial institutions e R 265,915 245,557
Unlisted financial institutions I FT& phigiE 154,737 7,906
Cash on hand FIEIRS 1,900 1,519
Total 1Bt 422,552 254,982
(c) Liquidity risk () mEBELEMRE

Due to the dynamic nature of the underlying businesses,
the Group maintains flexibility in funding by maintaining
sufficient cash from operating activities.

The table below analyses the Group's financial liabilities into
relevant maturity groupings based on the remaining period
from the balance sheet date to the contractual maturity
date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

HREEERENZZEE - A%E
BRERLEXBHERSEHRDS N
HRESERE -

TERBEEEHEAQNIHA 26
THEBAEES R A ERABE
HAER AT - RKRPBENSETS
BHRPERBRRSRE -

smaaRan- 012555 (g
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3 FINANCIAL RISK MANAGEMENT (continued) 3 BIRRMEE®
3.1 Financial risk factors (Continued) 3.1 BEEBREZE(E)
(c) Liquidity risk (Continued) () mEELEEE
Group KEE

Between Between

Less than 1and 2 2and5 Over
1year years years 5 years Total
1ER 122F 2855 S5FLE At

RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000
ARBTE ARBTT ARBTE ARBTT ARETET

At 31st December 2012 HR=-TE——%+=A

=+—H
Trade payables ERERER 2,825 - - - 2,825
Accrued expenses and other JE=tE A K H b & 28
payables 24,009 - - - 24,009
Finance lease obligations ~ RtEMEFE 1,814 1,814 1,432 - 5,060
At 31st December 2011 R=-ZE——%+=A
=+—H
Trade payables FERERER 2,285 - - - 2,285
Accrued expenses and other E=HE K E b ENFIAE
payables 29,661 - - - 29,661
Company AL A]
Between Between
Less than 1and 2 2and 5 Over
1 year years years 5 years Total
1R 1226 2E5F S5FLLE st

RMB'O00  RMB'000  RMB'000  RMB'O00  RMB'000
ARBTT ARBTE AREBTT ARETT ARETE

At31stDecember 2012 R-Z——%+=A
=+-8
Accrued expenses and other JEZHE A & H b FE( 5B
payables 451 - - - 451

At 31st December 2011 R=-Z——%+=F§
=+-8
Accrued expenses and other JEZHE A % H b FEf 5B
payables 301 - = - 301
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3 FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

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 interests). Management considers a ratio of not more
than 20% as reasonable. The gearing ratio for the Group is 0.5%
(2011: 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 2012, the Group maintains cash and
cash equivalents of approximately RMB422,552,000 (2011:
RMB254,982,000), that are expected to be readily available to
meet the cash outflows of its financial liabilities.

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 other payables and amount due from a
related company, approximate their fair values due to their short
maturities.

3

BEREREE @

3.2

3.3

BETERER

AEBEEESH BN HREASBIZR
BICERARBE LB 28T ABRRS
?K B3 - RS EMERTSE AR
& W RENEAEBAREESK
K o

REFRFEENGE - NREAEEH
BERMNRROKRESE  MRREEE
& - BITH RO R EEELRKET -

REBEMA —Iﬁtbfﬁtﬁﬁ’ézﬁ 'L
FIRREME TG URER (T BRI
*“*)”r E@@a/b%aitm@Tmﬁé

0% BEE - AKBEEARARGLR
BOS%(ZT——F : ) -

CEBBERANASBREELSEEM
ﬁ%%ﬁﬁg%&ﬁ%i!ﬁ E B K BRTE AR
WHHAS BN TR E IR LR REE - K
ZE—ZFFZA=1T—RH  A5KEER
BHe kRS EEMHAREAL22,552,000
T(=ZF——%F : AR ® 254,982,000
70) IR MR SR A ENRSTE ©

?H H’E\

APAEL

AREZSRAERABOERERAS
S - FUCETR A RHOE - R
B - R R AL ROR A R AR

fffiﬁﬁﬂﬂzﬁﬁﬂﬁﬁﬁ AIFUR - AR%E
imﬂlﬁ?&ﬁ EEEHREE - BREE
EHNFERE
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B IF SRR M

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.

(@) 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.

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 CODM 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.

HC International, Inc - Annual Report 2012
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& HE TSR M

5 SEGMENT INFORMATION (Continued) 5 ZEMER@®

As at 31st December 2012, the Group is organised into the following R-E——F+-A=+—H AE£EBEDA

business segments: THIEBHE :

() On-line services, which generates subscription fee income by () GEEERY: AEPREVETLEERS
provision of a reliable platform to customers to do business and R ETRE R RAMEBERES
meet business partners on-line. IEBKA -

(i) Trade catalogues and yellow page directories, which generates (iy IHEX*EHREBEBS: FBRASEEM
advertising income by provision of trade information through trade ZIE¥ESAEEASRETIEHERES
catalogues and yellow page directories published by the Group. EEEEBRA -

(i) Seminars and other services, which provides hosting services of (i) EFHEEEMARTS - AT SRS -
seminars.

There were no sales or other transactions between the business HEZZ——F+_RA=+—HILFE &%

segments for the year ended 31st December 2012. B2 AW MIHENEAMI S ©

For the year ended 31st December 2011, the Group had the following BHE_ZT——&+-_A=1+—RHItEE ' K&

discontinued operation: BB AT AR E A 5T

Market research and analysis, which provides business information and ISR RO« REEEE B RO ITRE °

analysis services.

Year ended 31st December 2012
BE-Z-——-—S+-A=+—HLEE
Continuing operations
FEEE R

Trade
catalogues

and yellow Seminars

On-line page and other
services directories services Total

TrI¥E& gER
EERE REHB H fth iR 7% st
RMB’000 RMB’000 RMB’'000 RMB’'000
ARBTRT AR¥BTRT AR¥TRE AR¥TR

Revenue SHEWA 411,462 54,866 82,240 548,568
Segment results DEBFELE 94,341 (44,333) 13,820 63,828
Other income E AUz A 3,307
Finance income BEUA 11,807
Finance cost B & AN (615)
Profit before income tax MR PSR AT A 78,327
Other information: HipER -
Depreciation and amortisation Y& R (B E A &

(including share based Az @ERY)

compensation expense) 24,640 2,982 2,354 29,976

smaaman-02FE ()
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5 SEGMENT INFORMATION (Continued) 5

DEBE R (@)

Year ended 31st December 2011

BE-R—-AZ-ALER

Discontinued
Continuing operations operations
&It
Trade
catalogues Market
and yellow Seminars research
On-line page and other and
services directories services Total analysis Total
THXA%K THRHER
RS EERS% SRRAMRY a5t i S
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARMTT ARETR ARETT ARETn ARET:
Revenue HEWA 289,581 82,289 66,486 438,356 55,376 493,732
Segment results NEEE 53,643 (28,087) 7,259 32,815 11,637 4445
Other income LN 5,480 = 5,480
Finance income BWEWA 3,777 - 3,777
Profit before income tax BRATSBLAL R 4,012 11,637 53,709
Other information: Hi &R :
Depreciation and amortisation (including ~ #7& k&8 (R EARH AR
share based compensation expense) HERY) 19,365 3,537 1311 24,213 736 24,949
Share on profit from B AR R
an associated company = = = = 2,390 2,390
Pre-tax profit on disposal of discontinued &R |HEEERK 7 FiATEF
operations - - - - 7,891 7,891

The Group is domiciled in the PRC. All the revenue from external
customers from continuing and discontinued operations are from the
PRC for the year ended 31st December 2012 (2011: same).

As at 31st December 2012, the total non-current assets other than
financial instruments and deferred tax assets (there were no employment
benefit assets and rights arising under insurance contracts) located in
the PRC is approximately RMB225,222,000 (2011: RMB196,542,000),
and the total of these non-current assets located in other countries is Nil
(2011 Nil).
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6 LAND USE RIGHTS - GROUP 6 TifEAE-FEE
The Group’s interests in land use rights in the PRC represent prepaid AR B R AR B L R 2 R s 15 FH BB /R 504
operating lease payments with a lease period of 50 years and their net ZHEMEERNHES  HEEmFESTAT ¢

book value is analysed as follows:

2012 2011
—F-—=F —T——F
RMB’000 RMB'000
AR¥T T ARBETTT

Opening net book amount FHRREFE 17,725 18,152
Amortisation B8 (427) (427)
Closing net book amount FIRERENFE 17,298 17,725
Cost DN 21,324 21,324
Accumulated amortisation Sy (4,026) (3,599)
Closing net book amount FLRAREFE 17,298 17,725
Amortisation of the Group'’s land use rights is included in administrative REE b B BiHET A A fHRa aE R
expenses in the consolidated statement of comprehensive income. ZATHERA -

2012 2011
=F-—=F —F——F
RMB’000 RMB'000
AR%TF T ARBTTT

Outside Hong Kong, held on: REBAIME T T HHESE
Leases of between 10 to 50 years AN T10Z=50F 17,298 17,725

smaaman-02FE (@)
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& H IS ERAR M

7 INTANGIBLE ASSETS - GROUP 7 BREE-X£EH
Software
Goodwill development Data library Total
mE B4R HEE et
RMB'000 RMB'000 RMB’000 RMB’000
AREFT ARETIT ARETIT ARETIT
At 1st January 2011 R-—ZE——%—F—H
Cost (5% 167 25,409 21,986 47,562
Accumulated amortisation and ZEEHRE
impairment - (24,341) (16,490) (40,831)
Net book amount REFE 167 1,068 5,496 6,731
Year ended 31st December 2011~ BZE=Z——F+=-A=+—H
LHEE
Opening net book amount FHIREFE 167 1,068 5,496 6,731
Amortisation (a) #4H(a) = (604) (2,015) (2,619)
Impairment A = = (3,481) (3.481)
Disposal of a subsidiary (note 29(c)) HE—RKBRR(HEE29(0) (167) - - (167)
Closing net book amount FREmTE - 464 - 464
At 31st December 2011 R-B——%+=-B=+—-H
Cost %N - 25,409 21,986 47,395
Accumulated amortisation and 2 EHERRE
impairment - (24,945) (21,986) (46,931)
Net book amount IRESHE - 464 - 464
Year ended 31st December 2012 BZE-_E-—_—H5+-A=+—H
LHEE
Opening net book amount FHIREFE - 464 = 464
Amortisation (a) #iH(a) - (455) - (455)
Impairment AE = = = -
Closing net book amount FRREFE = 9 - 9
At 31st December 2012 R=-B-—=-f+=HA=+—H
Cost DN - 25,409 21,986 47,395
Accumulated amortisation and R NRE
impairment - (25,400) (21,986) (47,386)
Net book amount REFE = 9 - 9

(@) Amortisation of intangible assets is included in administrative
expenses in the consolidated statement of comprehensive income.
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8 PROPERTY, PLANT AND EQUIPMENT - GROUP 8 ¥#*¥ - BERRXRE-—LEE

Computer Fixtures,
and telecom- fittings and
Construction munications officc  Leasehold Motor
in progress Buildings  equipment  equipment improvements vehicles Total
ElR #£E £BR BEMx
ERIE BT EfRfE Wa%E % RE b
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR AREBTT ARETR ARETR AREBTfr ARET:
At 1st January 2011 R=Z-——-%-5-H
Cost A 5,221 127,817 76,810 14,434 5,490 706 230,478
Accumulated depreciation ZifirE - (14,550) (61,348) (10,187) (3,219) (706) (90,010)
Net book amount REFE 5221 113,267 15,462 4,247 2,271 - 140,468
Year ended 31st December 2011 EHZ=-Z—-F
+TZA=+-ALEE
Opening net book amount FNERFE 5,221 113,267 15,462 4,247 2271 = 140,468
Additions NE - 32,561 8,966 3,907 867 7,261 53,562
Disposals HE - - (62) 27) - (37) (126)
Disposal of a subsidiary (note 30(c)) EE—ZRKBAF
(Ft3E30(0)) - - (352) 27) - = (379)
Transfers fiF (4,478) 4,478 - - - - -
Depreciation (a) &) - (6,499) (6,634) (983) (890) (166) (15,172)
Closing net book amount FRERTE 743 143,807 17,380 717 2,248 7,058 178,353
At 315t December 2011 R-E—-§
+ZB=t+-H
Cost A 743 164,856 81,108 15,439 6,337 7,930 276,413
Accumulated depreciation ZitiE - (21,049) (63,728) (8322) (4,089) (872) (98,060)
Net book amount REFE 743 143,807 17,380 7,117 2,248 7,058 178,353
Year ended 31st December 2012 HZ=8-=%
+TZA=+-ALEE
Opening net book amount ENERHE 743 143,807 17,380 ALY 2,248 7,058 178353
Additions NE 18,954 9,447 3,037 2,722 993 14,767 49,920
Disposals He = = (30) = = = (30)
Transfers 2 (18,245) 15,49 35 2,714 = = =
Depreciation (a) &) - (8,159) (5,857) (2,055) (1,292) (2,965) (20,328)
Closing net book amount FREEFE 1,452 160,591 14,565 10,498 1,949 18,860 207,915
At 31st December 2012 RN-E-—&
t=B=t-A
Cost B 1,452 189,799 81,919 20,868 7,330 22,697 324,065
Accumulated depreciation ZitHE - (29,208) (67,354) (10,370) (5,381) (3837)  (116,150)
Net book amount REFE 1,452 160,591 14,565 10,498 1,949 18,860 207,915
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8 PROPERTY, PLANT AND EQUIPMENT - GROUP 8 #¥#¥ - BERZHE —FEE®)

(Continued)

(a) Depreciation of RMB2,680,000 (2011: RMB1,053,000) is included (a) EARE2,680,000t(—ZT——F : A
in selling and marketing expenses; and RMB17,648,000 (2011: R#1,053,0007T) & A R#17,648,0007T
RMB14,119,000) in administrative expenses in the consolidated (ZZ——F : AR¥14,119,0007T) 5 5l
statement of comprehensive income. STAGHGEERRRZHERTISHEEE

RARITHERNA -
The motor vehicles include the following amounts where the Group is a REFARERER T AEEBAMEAZ TS
lessee under a finance lease: TN
2012
—E——_F
RMB’'000
ARET T

Cost AR 5,368

Accumulated depreciation Z2=HrE (907)

Net book amount BREFE 4,461

9 INVESTMENTS IN SUBSIDIARIES AND LOAN TO 9 RHIBZ= 2 KARERTHE
A SUBSIDIARY - COMPANY AF - AAF

2012 2011
S =
RMB’'000 RMB’000
Aretr NS e

Investments, unlisted shares, at cost (a) WEIELETRG © AR (a) 1,956 1,956
Loan to a subsidiary (b) BT H B A Fb) 227,079 228,801
229,035 230,757
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9 INVESTMENTS IN SUBSIDIARIES AND LOANTO 9 RKBATREZREREXRTHE
A SUBSIDIARY — COMPANY (continued)

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

YNET Bl /N 1)
—E4+-A=+—AxE

(@) LTARZ=Z—

2012: MEAEZEE :
Particulars of issued Interest Interest
Place of incorporation Nature of business sharecapital/paid-up share held held
Name and kind of legal entity and place of operation  capital/ debt securities 2012 2011
HMRLBER ERHER BRTRA/BERE/ “E-Zf  ZB--f%
8 EERRER gy ERESHE Frsts i3
' Hong Kong Huicong International Group  British Virgin Islands, limited  Investment holding in 21,000,000 ordinary shares of 100% 100%
Limited ("HKHC") liability company Hong Kong US$0.01 each (Directly held)  (Directly held)
| RRRREREEARAR RERGEE ARLR  RABR-FE 21,000,000R BHREE (BERE) (EERH)

([B#ZR)) 001X EBIR
China Media Network International Inc.  British Virgin Islands, limited  Investment holding in 50,000 ordinary shares of US$1 100% 100%
liability company Hong Kong each (Indirectly held)  (Indirectly held)
China Media Network Interational Inc. ~ XBEXAS - BRAR  HEARR-8% 50,000 BREE1ETZ (RERE)  (HESE)
Rk

FRERERANERAT The PRC, limited liability Provision of business RMB110,000,000 100% 100%
company information in the PRC (Indirectly held) ~ (Indirectly held)
e BRAA] REBFAA - AR%110,000,00070 (RERE)  (HERA)
FRERERESRITAR AR The PRC, limited liability Provision of business RMB10,000,000 100% 100%
company information in the PRC (Indirectly held) ~ (Indirectly held)
e BRAA] REBFAA - AR%10,000,0007C (RERE)  (WERA)
EREMPEBNERDT The PRC, limited liability Provision of business RMB10,000,000 100% 100%
company information in the PRC (Indirectly held) ~ (Indirectly held)
el BRAA REBFAA - AR%10,000,0007 (RERE)  (HERA)
FREEEERMBEERAT The PRC, limited liability Provision of business RMB5,000,000 100% 100%
company information in the PRC (Indirectly held) ~ (Indirectly held)
e BRAA] REBFAA - ARH5,000,0007C (RERE)  (HERA)
FRREREEERAT The PRC, limited liability Advertising in the PRC~ RMB500,000 100% 100%
company (Indirectly held) ~ (Indirectly held)
e BRAA] B&-HHE AR%500,0007C (RERE)  (HERA)
SEHRERE(LR)ARLE The PRC, limited liability Advertising in the PRC~ RMB2,000,000 100% 100%
company (Indirectly held) ~ (Indirectly held)
e BRAA B&-HHE AR#2,000,0007C (RERE)  (WERA)
HEERETERERAR The PRC, limited liability Advertisinginthe PRC~ RMBS5,000,000 100% 100%
company (Indirectly held) ~ (Indirectly held)
e BRAA B&-HHE ARH5,000,0007C (RERE)  (WERA)
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9 INVESTMENTS IN SUBSIDIARIES AND LOANTO 9 HRHEBATRZBREREZRFTHE
A R N [CE)

A SUBSIDIARY — COMPANY (continued)

(a) (Continued) (@) (&)
Particulars of issued Interest Interest
Place of incorporation Nature of business sharecapital/paid-up share held held
Name and kind of legal entity and place of operation  capital/ debt securities 2012 2011
EMAR LR EBHER BRIRE/BERE/ ZB-Zf ZB--f
8 EEERER Ty BRRSFE st it
e EERE SRR AR The PRC, limited liability Advertising in the PRC ~ RMB1,000,000 100% 100%
company (Indirectly held) (Indirectly held)
el ARAR BE- AR%1,000,0007C (RERgE)  (FREA)
HESRRREREARARAT The PRC, limited liability Provision of business RMB1,000,000 100% 100%
company information in the PRC (Indirectly held) (Indirectly held)
HEl - FRAR A& el AR1,000,0007C (FERE)  (FERA)
HRZERESERARAT The PRC, limited liability Advertising in the PRC~ RMB500,000 100% 100%
company (Indirectly held) (Indirectly held)
el BRAR BE-mE ARE500,0007C (FERE)  (FERA)
MMEEEEERAR The PRC, limited liability Advertising in the PRC~ RMB1,000,000 100% 100%
company (Indirectly held) (Indirectly held)
el ARAA BE-TE AR%1,000,0007 (RERgE)  (FREA)
ENTEEABESERAR The PRC, limited liability Advertising in the PRC ~ RMB1,500,000 100% 100%
company (Indirectly held) (Indirectly held)
el ARAA BE-HE AR%1,500,0007 (RERg)  (FREA)
ENZREERRERAR The PRC, limited liability Advertising inthe PRC~ RMB5,000,000 100% 100%
company (Indirectly held) (Indirectly held)
el ARAA BE-TE AR5,000,0007C (RERg)  (FREA)
EFTRERES AR AT The PRC, limited liability Advertising in the PRC~ RMB500,000 100% 100%
company (Indirectly held) (Indirectly held)
el BRAR BE-HE ARE500,0007C (FERE)  (FERA)
MR EEEEERAR The PRC, limited liability Advertising inthe PRC~ RMB2,000,000 100% 100%
company (Indirectly held) (Indirectly held)
el BRAR B - ARH2,000,0007C (FERE)  (FERA)
MIMEEREEERAR The PRC, limited liability Advertising inthe PRC~ RMB1,000,000 100% 100%
company (Indirectly held) (Indirectly held)
el ARAA B8 AR%1,000,0007C (RERgE)  (FREA)
ERSEEEEERAA The PRC, limited liability Advertising in the PRC~ RMB500,000 100% 100%
company (Indirectly held) (Indirectly held)
hEl - FRAR BE— ARE500,0007C (FERE)  (FERA)
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& H TSR M

9 INVESTMENTS IN SUBSIDIARIES AND LOANTO 9 RKBATREZREREXRTHE
A SUBSIDIARY — COMPANY (continued)

(a)

(b)

YNET R YN [

(Continued) (@) (&)
Particulars of issued Interest Interest
Place of incorporation Nature of business sharecapital/paid-up share held held
Name and kind of legal entity and place of operation  capital/ debt securities 2012 2011
AL ER EBHER BRARE/HERE/ ZB-Zf ZB--%
£R HEERER gy ERESFE Frsts st
BRZERERITERAR The PRC, limited liability Provision of business RMB1,500,000 100% 100%
company information in the PRC (Indirectly held) (Indirectly held)
HE - ARAR REEREER - AR#1,500,0007C (FERE)  (FERA)
HREREERRARAT The PRC, limited liability Web designin the PRC~ RMB500,000 100% 70%
company (Indirectly held) (Indirectly held)
E - ARAR BEF - ARES00,0007T (FERE)  (FERA)
REFNEERENRER AR The PRC, limited liability Provision of business RMB500,000 100% 100%
company information in the PRC (Indirectly held) (Indirectly held)
E - ARAR REFRER - ARES00,0007T (FERE)  (FERA)
2 mEE R S RITBRAR The PRC, limited liability Provision of business RMB2,000,000 100% -
company information in the PRC (Indirectly held)
el BRAA REBXEA-T AR%2,000,0007C (RERE)
3 BE(RE)EFEEERAR The PRC, limited liability Provision of business RMBA1,750,000 60% =
company information in the PRC (Indirectly held)
HE - ARAR AR ER e ARH91,750,0007 (RHERR)
¢ EREBREHREERAT The PRC, limited liability Provision of business RMB150,000,000 59% -
company information in the PRC (Indirectly held)
el BRAA REBXEA-T ARH150,000,00070 (RERE)
1 Shares held directly by the Company. 1 R BARREERS °
2 This company is newly incorporated during the year. 2 ZR B RN EFE R ©
3 This company is newly incorporated during the year, a non-controlling 3 ZARARERNFEMAKL - — B
shareholder contributed RMB36,700,000. &A% HEE A R #36,700,0007T °
4 This company is newly incorporated during the year and is indirectly 4 FZARREANFAEMAY - WEBE
held through Z 82 ( X&) & F 797545 R A 7, refer to Note 16 for B(RE)ETHBAERAREERSE -
details. HIEE2HME16
Loan to a subsidiary (b) EXRTFHELA

The loan to a subsidiary is denominated in Hong Kong dollars,
unsecured, interest-free and repayable on demand. The carrying
value of this balance approximates its fair value.

RTHBRAR 2 EFIABTE - RER
- RERARERER - ZEHRRZE
EEEEAFERE
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10 TRADE RECEIVABLES, DEPOSITS, 10 EWEZ - 1#e - AZERE

PREPAYMENTS AND OTHER RECEIVABLES 1t P& LR IR
Group Company
AEE NG
2012 2011 2012 2011
—E-CF —T——%F —E-CF —T——%F
RMB’000 RMB'000 RMB’000 RMB'000
AR¥T R ARET T ARETT ARBT T
Trade receivables (note a) FEW R R (Fi3Ea) 22,237 24,928 - -
Less: provision for impairment of 3 : EUERIK 2 BER
trade receivables (3,069) (3,346) - -
Trade receivables — net FEURBE SN — B 58 19,168 21,582 - =
Deposits, prepayments and other &84 YA 0B & H e Y708
receivables (note b) (Fft&Eb) 97,178 76,194 184 117
116,346 97,776 184 17
Less: Non-current deposit, B IEREIES - BATERE
prepayments and other fih FEUTRIE
receivables (54,510) (48,814) - -
Current portion mEE D 61,836 48,962 184 117
(@) The Group generally grants a credit period of 90 days to customers. (@) ARE—RIETHEFSOXEEY - &
The aging analysis of the gross trade receivables is as follows: WS BRI A ITAN T
Group
REE
2012 2011
—E——fF —ZE——F
RMB’000 RMB’000

AR¥T T ARET T

Current to 90 days BNEAZ90K 14,498 16,230
91 to 180 days 91%E 180K 3,166 3,607
181 to 365 days 181%E365K 3,009 3,490
Over 1 year HBim—F 1,564 1,601
22,237 24,928
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& H TSR M

10 TRADE RECEIVABLES, DEPOSITS, 10 EWERXR &2 AARERH

PREPAYMENTS AND OTHER RECEIVABLES
(Continued)
(a) (Continued)
The carrying amounts of trade receivables approximate their fair
values.

Balances are denominated in RMB and there is no concentration
of credit risk with respect to trade receivables as the Group has a
large number of customers nationally dispersed.

The Group has recognised a loss of approximately RMB1,015,000
for the impairment of its trade receivables during the year ended
31st December 2012 (2011: RMB1,559,000).

As at 31st December 2012, trade receivables of approximately
RMB3,069,000 (2011: RMB3,346,000) 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 2012, trade receivables of approximately
RMB4,670,000 (2011: RMB5,352,000) 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:

b FE U FRIE (1)

(&)
FE W BR TR0 BR T (B B HL X P EARE -

HEAARKE - ARNAEEREE RS
BEE AR R - AR E 2 EKER
FUBEEEETAR -

BHE_ZT——F#+_-_A=+—HIt&E
B AEEEEREWRTREEIBL
AR¥1,015,0000( =2 ——F : AR
1,559,0007T) °

R-B——F+=-F=+—08 ' EWER
HAEREE3,069,0007 (=T ——5F : AR
#£3,346,0007T ) B R EILEREAE © BB
ENERFEEBERTFHEEMERER
H5%E -

R-E——F+-_A=+—8  EBREX
HAR™4,670,000c(ZF——F : AR
#5,352,0007T ) AE BB R E - 250K
FEZEBIUREAR  RELEER
Kotk o ZERMBRRZ R DITAT ¢

2012 2011
—E——F —E——F

RMB’000 RMB'000
AR¥T T ARETT

91 to 180 days 91£E 180K 3,166 3,607
181 to 365 days 1812365k 1,504 1,745
4,670 5,352
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& IS ERAR M

10 TRADE RECEIVABLES, DEPOSITS, 10 EWEZ - 1#e - AZERE

PREPAYMENTS AND OTHER RECEIVABLES fth PEUR SR IE ()

(Continued)

(a) (Continued) @ &)
Movements in the provision for impairment of trade receivables are FEWR S R EREE AT ¢
as follows:

2012 2011
S ==
RMB’000 RMB’000
Aretr NS e

At beginning of the year F4) 3,346 2,017
Impairment of receivables W IR RE 1,015 1,559
Write off for impaired receivables FEWGRIR R (B 5 (1,292) (230)
At end of the year FHR 3,069 3,346
The creation and release of provision for impaired receivables have EREREAR B Z R MAERERA
been included in the consolidated statement of comprehensive APEREIERA o stABBIR 2 TR —
income. Amounts charged to the allowance account are generally RETATE AR B B MNR B B o
written off when there is no expectation of recovering additional

cash.

The other classes within trade and other receivables do not include JE W R e L b PR MR TR 2 B A AR B A 3
a provision for impairment of other receivables. BB R H At FEURRIA R B BB ©

The maximum exposure to credit risk at the reporting date is the R#E BN EREERRID EXAEKE
fair values of trade receivables disclosed above. The Group did not FEW RS 2 AFHE - AEENEF BT
hold any collateral as security. AR ERELR o
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& H TSR M

10 TRADE RECEIVABLES, DEPOSITS, 10 EWERXR &2 AARERH

PREPAYMENTS AND OTHER RECEIVABLES At 8 WURR IR ()

(Continued)

(b) Deposits, prepayments and other receivables (b) #&E AARERHEMMERRE
Group Company
rEE AT

2012 2011 2012 2011

S e = QR -
RMB’000 RMB'000 RMB’000 RMB'000
et el ARvTr IS

Short-term deposits BHRE 6,436 2,960 - =
Long-term deposits REES 1,443 1,810 - -
Short-term prepayments TR IR 7,921 16,287 - =
Long-term prepayments (Note (i) £ EBFET 3008 (KT3E()) 21,600 21,600 - =
Other receivables H i fEURIR
— Short-term amount due from G =N
former associated company RHEIRE
(Note (ii)) (Bt (i) 2,768 7,047 - =
~ Short-term others (Note (iii)) — FE B b (B (i) 25,543 1,086 184 117
— Long-term others (Note (iii)) — R ERE At (Bt Gi)) - 25,404 - -
- Loans to employees (Note (iv)) —EZTFRE (MEiv)) 31,467 - - -
97,178 76,194 184 117
The fair values are as follows: BERTELT
Deposits e 7,879 4,770 - =
Prepayments N 29,521 37,887 - =
Other receivables H e kIR 59,778 33,537 184 117
97,178 76,194 184 117
Denominated in: AT &R EHE
HK dollars o 31,651 117 184 117
RMB AR 65,527 76,077 - -
97,178 76,194 184 117
Note (i):  This amount represents the prepayments for an acquisition BT REQ) - heBERARKE LI MEREZE
of land use rights which is subject to final approval from the RIE - W E R REA AR
related government authorities. RABUITHE R S AR HEAE
Note (ii):  This amount represents receivable balances for provision of HEEEGH) It & B8 5 BLHR 4 8K B AR 7% B UK
data library services from the former associated company, 1t AiBEE A RIE B H KB E TS
HMHKSEHIS(EEZHABR AT, which was disposed of in EERHAARAR(ER=ZE——
2011. FHE) 2 ERGB
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& IS ERAR M

10 TRADE RECEIVABLES, DEPOSITS,
PREPAYMENTS AND OTHER RECEIVABLES

(Continued)
(b) Deposits, prepayments and other receivables (Continued)

Note (iii): ~ This amount includes loan receivable from a private company
incorporated in the PRC through a financial institution. The
principal amount is RMB25,404,000 (2011: RMB25,404,000).
The borrower is one of the new shareholders of the disposed
market research and analysis business who is an independent
third party of the Group. The loan will be matured on 5th
December 2013 and bears an interest at 8% per annum
pledged by certain shares of the disposed market research and
analysis business.

10

Note (iv):  Loans to employees

On 21st December 2012, the Group has granted loans to
several employees of the Company for their sole purpose of
purchase of shares of the Group at market price. The loans will
mature on 21st December 2015, and bear interest at a rate
of 5% per annum. The loans are denominated in HK dollars.
The fair value of the loans to employees approximates to the
carrying value.

11 DIRECT SELLING COSTS - GROUP

Upon the receipt of subscription revenue from third party customers,
the Group is obligated to pay sales commissions and agency fees to the
salespersons and agents. The subscription revenue are initially deferred
and recongised in the consolidated statement of comprehensive income
in the period during which the services are rendered. Accordingly, the
commissions and agency fees, which are directly attributable to earning
from such subscription revenue during the service period, are deferred
and recognised in employees benefit expense (Note 23) and direct
expenses of on-line services (Note 22), respectively, of the consolidated
statement of comprehensive income throughout the same period.

11

12 AMOUNT DUE FROM A RELATED COMPANY -

GROUP

12

EWERR - &€  BARERH
b FE U FRIE ()

%  BAREREHERFEE)

MisEGi) . S ERESEARTE SR
18 FE U — R A b B R K 2 2 B
ARRIER - AeBAARK
25,404,000 ( =& — —4F : A
R#25,404,0007T) - {5 BB H
EMBMARDITEBREF—
EHBRE - HARRRBYE=
B ZERERZE—=F+=
AABEE - WIRFEF E8%:T
B YEUEHEMBHERS
RS TR R -

(b)

mn

fisE(v) - EXTRE

\

RZE—=F+=-A=+—8 "
AEENZEEERTER &
BELTEBEARRRZRG -
ZEEREN_E—HE+_A
—+—HEH# - WRFEFE5%T
B -BYTREZERAFESRH
BREEARSE ©

HEHERE -XEEH
AkZE=FRFZTBIRAR  AEENE
BEEMEEERREIMNFEERSRRESE
A o AT IR AN BIRIE A IR AR 7S AR 72
B OHRE R R TR o BEt - AR HA R B ER
RIBRAMBEZREE 2 BERRIBER AR
YWRRABESHEARERSBIERAEER
FFAS (KM FE23) R BB ARG 2 B & A (HY
$£22) o

B A R 308 — A E

Amount due from a related company:

i CUNCIE /I
IERBHREREEAABRAA B

ItRERE

2012 2011

—E——F —E——4F

RMB’000 RMB’000

AR®TR AREBT T

R AR 1,604 1,556

The amount due from a related company arose from the normal course
of business and is denominated in RMB, unsecured, interest-free and
repayable on demand. This related party has no default history. The
carrying value of this balance approximates its fair value.
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& H TSR M

13 CASH AND CASH EQUIVALENTS

13 BRERREFEY

Group Company
F&EE N
2012 2011 2012 2011
= el T T P — T
RMB'000 RMB’000 RMB’'000 RMB’000
ARETE ENEapl ARETr NS

Cash at bank and on hand RORERFERS 278,552 223,549 5 5
Fixed deposits TFHIER 144,000 31,433 - -
422,552 254,982 5 5

Denominated in: IATSIEEHE
— Hong Kong Dollars —BT 7,794 7,289 - =
- RMB —ARE 412,749 245,494 - =
- UsD —%TT 2,009 2,199 5 5
422,552 254,982 5 5
The fixed deposits were highly liquid with original maturities of three FTHEZASREM  HEEFEHA A=@K

months or less. As at 31st December 2012, cash and cash equivalents of
approximately RMB404,903,000 (2011: RMB243,980,000) of the Group
were 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.

LA - RZZE——F+-_A=+—0 A&EH
BAFEBRRITHRERBEEENN A
ARH404,903,000 (=T ——F : ARM
243,980,0007T) ° #F L EAA R ER &
FRIE R AR A HNE 78 5 i B BT A8 41 1 HME B
AN KRR BIFTAR -
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& H ISR M

13 CASH AND CASH EQUIVALENTS (continued)

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

13 RERRSEEY

REHRENRERZRERBSFEMIT

Group

rEE
2012 2011
—g-—% —2——%
RMB’000 RMB’000
AR® Tt AREET T
Cash and bank balances e NIRRT 422,552 254,982

14 SHARE CAPITAL 14 K&
Number of

ordinary shares Par value
TEREE HE
RMB’000
ARBT T
At 1st January 2011 Rn-_ZE—F—HF—H 488,878,960 52,116
Exercise of share options 1T I 3,560,000 295
Issuance of new shares BITHIRD 53,809,685 4,473
At 31st December 2011 RZE——F+=-A=+—H 546,248,645 56,884
Exercise of share options 1T{ERE RS A 15,803,104 1,283
At 31st December 2012 N-E——F+=-_A=1+—H 562,051,749 58,167

The total authorised number of ordinary shares is 1,000,000,000 shares
(2011: 1,000,000,000 shares) with a par value of HK$0.1 per share

(2011: HK$0.1 per share). All issued shares are fully paid.
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& HE ISR M

14 SHARE CAPITAL (continued)

Share options

()

(ii)

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.

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.

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
9,350,000, 1,080,000, 581,000, 265,000, 245,000 and 286,000
share options were lapsed during the year ended 31st December
2007, 2008, 2009, 2010, 2011 and 2012, 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.

14 B
B R

)

(i)

REAARRFER-ZZ=F+—HA=+
HZEMARER  ARBRB—BEAR
R AT R A AT &I ([ BR AR AT
PRt El ) - RIBERAFHBBAIBIRE
e BEEERRERLBRETART
FEEAHBARNEAESHES - A
IR B IR A GRS B i Rt Bl R IR
HAREESEENERBBARFMRD

RIEBERAFRRAIERESS - S0HiE
Mt 2 TR B0 - RAR ARG
REBIZERFREERR(AI —_TT=F
TZA+tR (TEmBE#HD &+
AEMEBAITITE - RETARHZE—
FE_REZRFE  AEARAREZA
D RITT#33.3% * 66.6% K 100% 2 B %
o ARANAFE L EREE R AFRE
P A BB AR AT 19X RN A

RERARRRER=—ZE=F+—HA=+
BZEEARR  ARARS—IEERE
sHEI(TEARRERTS)) - RIBBAES
EZeREBRAARASEEFAMEAR
BERFREERLBRE - WIREERER
WM ESEETNERRBEA

RNERRAD °

REBEE-_ZZNF+-_A=1+—HIEF
B RIEERESTE - & $£26,000,000
MEREEETRBRTEERISH B
T ffHA9,350,00017 * 1,080,00017
581,000 1% * 265,00013 - 245,000 5 &
286,000 EREE D FIREBEE =TT+
FCZEENE —ETHF T
TFE ZT——FkZFT—Z=-F+=A
=+—HIEFERAKRY °

AERATRERERL AR =EZTN
FZA+N\B)E+—@EAERHAEGZ T
FR - A2 408 TR TEEITEZE
B - EEAHZE—  FRE
“RFER  BEERBRARZADRITE
33.3% * 66.6% [ 100% 2 FERXIE
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14 SHARE CAPITAL (continued)

Share options (Continued)

(ii)

(Continued)

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
2,908,000, 346,000, 644,000, 274,000 and 134,000 share
options were lapsed during the year ended 31st December 2008,
2009, 2010, 2011 and 2012 respectively. During the year ended
31st December 2012, 366,000 share options were exercised. 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.

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 1,035,000,
2,403,000, and 668,000 share options were lapsed during the
year ended 31st December 2009, 2010, and 2011 respectively.
During the year ended 31st December 2012, 1,376,000 share
options were exercised. 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,
1,180,000 and 120,000 share options were lapsed during the
year ended 31st December 2009, 2010 and 2011 respectively.
During the year ended 31st December 2011 and 2012, 2,300,000
and 2,600,000 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%.
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14 BA&Re)
B AR (1)

(i)

(%)
REBEE—ZZRF+-A=1+—HIEF
E - RIRERES 2 - 5 210,000,000
NEREEE T —RATEERTHE
T - MEF2,908,00017 + 346,000 -
644,00017 *+ 274,00013 K. 134,00017 B& 1%
EERBE-_ZTZTN\F - —TTNEF - =
T—ZTF - ZT2——FRT——F+=
A=+—BLEFEAXY - REE=ZZT
——F+-A=t+—HLEEE ' BI7&F
366,00017 FEARHE o HHR A AT B ARAE S
HHBBI =T FNAZ+=H)#Bst
TEAEMRABZ TER - LEAR1.49
PETLRIITE(BTTE100% 2 AR HE o

REE-_ZZTLF+-A=1+—HIEF
E - IBIRERER 2 - 4 ££23,000,000
NIEREEE TMERNTEERTH B
T - mEA1,035,0001% * 2,403,00013 &
668,000 EREEREE_TThF -
T EFR-F——F+HA=1+—H
IEFERARY - RBEE-_T——F+—
A=+—H1FE ' B17{£1,376,00013
BEARAE o AR AP RABEARE S L B A (AD
—ETLELA+—R)EFT=@EARE
MR TFER - AFR1. 24 TRTTE
BITFEZERERE - REABRZE—R
FRAFR - AEEARARZAHRITTE
50% & 100% 2 FE A 1% ©

REBEZE-_ZZNF+-_A=1+—HLEHF
& IRIRERER 2 - 4 2£14,600,000
MEREEERE T —RRNTESRIHE
T - MH# 500,000 * 1,180,000 &
120,0001D EREERBE ST NF -
T EFRZFT——F+ZA=1+—H
HEERARK -HE_T——FR=-F
——&+—-_A=+—HILEE  Bf7#E
2,300,0001% }2,600,00017 BEAZHE o A%
AT REBREREASHEI ST NEN
A=+AhB)Est+t @A EmRMAZ T
FR - AFRR0.6047 LA TE BT F %
SHERE - REABHCZE—BAFR - §
REEIR AR 1T{$100% 2 BERAAE o
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14 SHARE CAPITAL (continued)

Share options (Continued)

(ii)

(Continued)

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,
400,000 and 800,000 share options were lapsed during the year
ended 31st December 2010, 2011 and 2012 respectively. During
the year ended 31st December 2011 and 2012, 1,000,000 and
5,550,000 share options were exercised. The grantees 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.

During the year ended 31st December 2011, a total of 3,000,000
share options were granted to certain employees pursuant to share
option scheme, of which 100,000 and 100,000 share options
were lapsed during the year ended 31st December 2011 and
2012. During the year ended 31st December 2012, 800,000 share
options were exercised. The grantees can exercise these options at
an exercise price of HK$1.108 per share in ten years period starting
from the expiry of twelve months from the date of the granting of
options, being 28th March 2011. Commencing from the first and
second anniversaries of the date of grant, the relevant grantee may
exercise options up to 50% and 100% respectively.

The assumptions used are as follows:

14 B
Y2 100

(i)

(&)
REBEEZT—ZTF+_A=+—HILF
I $E}F5§Hx7fféé*+$ﬂ £ #£33,800,0001%
BRESET 2 TESRIHPETL -
MmE#700,00017 + 400,00017 }%800,000
NERECHREE-_ZT—TF —T——
ER-_T——F+-_A=1+—HILFE
ARR - RBEZT——F K=
F+ZA=+—HILEFE ' HRIBETE
1,000,00015 X 5,550,00017 B B # o 7
BRAARERERLABRBIZZ—ZT4F
MAEH) R+ @A EmRR T F
A - LAGRR0.82 8 TR BT % S E
Pk - IR BEIZ E—REZRAFRE -
BRAEER AR D RIFT250% & 100% 2 fE
fscHEE -

REBE_Z——F+-A=+—HIEF
E - RIEERESTE - & 253,000,000
BIEERTIH BT - mEH 100,000
%) &1000001‘%%&*3%%@1 T——
FERZT——F+=ZA=+—HIEFENRX
Ky o Fai*f— F+=—A=+—H
LIEFE - B17{£800,00017 AL #E - AR
ARREREREAREI T ——F=
A=+NB)st+—EAERFRZ T+
FR - LAERI1.108BTTHITEBITEZ
LHEBE WRHAHcF—RFEHAFE
e BEEREANDRITTHE50% & 100%
Z FBRRAE o

PTARERRDT :

30th 18th 29th
November February ~ 23rd June 1thJuly  September 7th April ~ 28th March
2003 2004 2006 2007 2008 2010 2011
“ZE=F C"EEMF C-ZEXF  -BEtf -BIN\f C-E-ZF C-E--%
+-A=+A ZAtNH AA=t=H +tA+-B AR=thE MAtAE ZA=tNH
Exercise price (in HK dollar) ) 0.44 240 149 124 0.604 0.82 1.108

Fair value of the options (in RMB) ~ E&RELTE

( ARE) 5945628 20193000 3919000 9,390,000 2,756,000 12,527,000 1,377,000
Risk free interest rate (in %) TR (%) 130443 130443 4911 4757 3133 2.865 2.820
Expected life (in years) ﬁﬁ%ﬁ(ﬁ) 5466 5466 3255 2462 3848 3459 3849
Volatility (in %) EE)(%) 3 32 348 49 722 798 774
Expected dividend per share (cents)  TEHIGRRE(S) 0 0 0 0 0 0 0

smaaman-0nFE ()
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14 SHARE CAPITAL (continued)

Share options (Continued)

(ii)

(Continued)
At the working date before options were granted, 17th February
2004, 22nd June 2006, 10th July 2007, 26th September 2008, 6th
April 2010, and 25th March 2011, the market value per share was
HK$2.45, HK$1.45, HK$1.24, HK$0.55, HK$0.82, and HK$1.1

14 BA&)
B AR (1)
(ii)

(%)

REBREER AT TR - —STNF
ZA+ER  ZFFAFRAZTZA
—ERELFLATH —RRNFIA
ZtRE - ZE-FFEENARNER=F

respectively.

Movements in the number of share options outstanding and their

exercise prices are as follows:

(i)  Pre-IPO Share Option Scheme

At 1st January n—A—H
Exercised BiTfE

——F=A=+HB  BRHTEIE
2457 ~ 1.45%8 7T ~ 1.248 7T ~ 0.55/8
TC ~ 0.82BTT R 1.1ETT

RITERBRAER B RITREZESHNT

() BARRFIHERAIBRE

2012 2011
—E-CfF —T——F
Exercise Exercise

price in HK$ MIETERN  price in HKS Share

per share options per share options
BRET BRET
fTEE iR AE T8 BIRE

0.44 9,147,120 0.44 9,147,120
0.44 (5,111,104) = -

At 31st December Rt+=-A=+—8H

17th December 2013
—T—=F+-A+tH

0.44 4,036,016 0.44 9,147,120
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14 SHARE CAPITAL (Continued) 14 B @)
Share options (Continued) RBRRRE(E)
(i) (Continued) (i) (%)
(i) Share Option Scheme (i) FEERERE
2011
g% 5
Exercise Exercise
price in HK$ Share price in HK$ Share
Expiry date per share options per share options
BRET GRET
ZEA feEE R 1168 RiiE
At 1st January 240 6,629,000 2.40 6,874,000
w—A—H 1.49 3,368,000 1.49 3,642,000
1.24 8,367,000 1.24 9,295,000
0.604 9,800,000 0.604 12,220,000
0.82 31,700,000 0.82 33,100,000
1.108 2,900,000 1.108 -
Granted 240 - 2.40 -
B 149 - 149 =
1.24 - 1.24 -
0.604 - 0.604 -
0.82 - 0.82 -
1.108 - 1.108 3,000,000
Lapsed and exercised 2.40 (286,000) 2.40 (245,000)
BRBRTE 149 (500,000) 1.49 (274,000)
1.24 (1,376,000) 1.24 (928,000)
0.604 (2,600,000) 0.604 (2,420,000)
0.82 (6,350,000) 0.82 (1,400,000)
1.108 (900,000) 1.108 (100,000)
At 31st December 18th February 2014
W+tZA=+—H “Z-WE-ATNEB 2.40 6,343,000 240 6,629,000
23rd June 2016
“E-REARAZT=H 1.49 2,868,000 1.49 3,368,000
11th July 2017
“E—+tFtA+—H 1.24 6,991,000 1.24 8,367,000
29th September 2018
“E-\FAAZTNE 0.604 7,200,000 0.604 9,800,000
7th April 2020
“Z-TEMA+H 0.82 25,350,000 0.82 31,700,000
27th March 2021
- —%=fA-++H 1.108 2,000,000 1.108 2,900,000
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14 SHARE CAPITAL (continued)

Share Award Scheme

On 23rd November 2011 and pursuant to the Share Award Scheme,
the Board resolved to grant an aggregate of 24,181,000 shares to 72
selected employees (including an executive director of the Company).

On 14th June 2012, the Board resolved to grant Mr. Lee Wee Ong,
an executive director of the Company, 3,000,000 shares, subject to a
vesting period of up to 36 months.

On 20th August 2012, the shareholders resolved to grant Mr. Guo Jiang,
an executive director of the Company, 16,700,000 shares, subject to a
vesting period of up to 72 months.

As at 31st December 2012, 24,118,000 shares had been purchased by
the trustee as awarded shares pursuant to the terms of the Share Award
Scheme. The awarded shares will be held by the trustee in accordance
with the rules of the Share Award Scheme and the relevant trust period.

The awarded shares are subject to vesting periods from 6 months to 72
months.

The following table represents the movement for number of shares
under the Share Award Scheme for the year ended 31st December
2012.

14 BA&e)

MR 17 22 Bt &

RN-Z——F+— A= += B WRERD EZE
HE > BEESRFANULHREREREETAL
24,181,0000% * BIEARNR—BHITES ©

B - FREMA36MEA -

RZB——FNAZTAH  BRABARDE
HITEEIBITE ALK T16,700,0000% - 558 H
RT2MER -

BE-_Z——F+-A=+—8 ZFEAEE
f& (7 2B AT 8] 2 16X B 24,118,000 1F & 1
(D o ;2 S REIR 18 R 2L ABRIRAR D 42
DREINENEE RS
ZEEBRHHEEACEAZRT2MHEA -

TRIFRG R URABRE-F——F+=
A=+—BILEERAKE LHIER -

Number of shares

R & B
As at 1st January 2012 R-ZE——F—HF—H 17,654,000
Shares purchased from the market R EEE KD 6,464,000
Shares vested during the year AEEEHBRD (844,663)
As at 31st December 2012 R-_E——F+_-_HA=+—H 23,273,337
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14 SHARE CAPITAL (continued)

Share Award Scheme (Continued)
The following is a summary of the shares granted, vested and lapsed

14 B
R S8 (4)
AT 5 9 28 37 AR 19 SRS B LA SR A A A L 4

during the year since the set up of the Share Award Scheme: o BB R IRDEBBEE

Number of shares
BHEE

(in thousand unit)

(TH%)

Cumulative

Total 2011

2™ —E——fF

As at 1st January n—HA—H - 24,181 -
Granted during the year REZEIRE 43,881 19,700 24,181
Shares lapsed e GiEn) = - =
Shares vested 5B AR (845) (845) =
Allocated but not vested EHRIERER 43,036 43,036 24,181
The Group has adopted the requirements under HKFRS 2 to account for REBERMNB B BEREERE25 28
the equity compensation expenses of the shares granted at the date of E - R BEERATEREHERAAR -

grant at fair value.

ST P e = I 10:)
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15 OTHER RESERVES AND ACCUMULATED LOSSES

15 EfttfREERRIER

Group
150
Shares held
Share-based Share for share
Share Capital Other Merger compensation redemption  Exchange reward
premium reserve reserves reserve reserves reserve Reserve scheme Total
HRiAER i) R R

BfteR  ERGRE  AMRRE  ofER
RMBOOO  RWBOOO  RMBO00  RMB'000
ARRTT ARETL ARETL ARETR

JRERE  WRERE  EXGR  FRRG ait

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AEETT  ARETT ARMTRL  ARMTR  ARETR

At 1st January 2011 RZE—F-f—H 133,044 987 (48,474) 108,830 37,002 496 (7.490) - 224,39
Share based compensation - KX 2 BE-EE

value of employee services  RF(E(E = - - - 6,731 - - - 6,731
Erercise of share options fribiriE 1,806 - - - - - - - 1,806
Currency trandlation difference  EXEH£E = = = - - - (2,688) - (2,688)
Issuance of new shares Bk 62,475 - - - - - - - 62475
Shares purchased for share ~ TR(3 BTt EIE AR (D

award scheme - - - - - - - (22,34) 22,234
At31st December 2011 RI2—412A

=t-H 197,325 987 (48,474) 108,830 43733 496 (10,178) (22,234) 270,485

At 1st January 2012 EA ——F-f—H 197,325 987 (48,474) 108,830 43733 496 (10,178) (22,234) 270,485
Share based compensation - kXA 2 BE-EE

value of employee sevices W{ffﬁ = - - - 8,766 - - - 8,766
Exercise of share options EkEkE 8,072 - - - - - - - 8,072
Currency translation difference  E%ER 8 - - - - - - 37 - 37
Shares purchased for share TRl & EIE AR

award scheme - - - - - - - (10,447) (10,447)
Vesting of share award SERNEE - - - - (1,033) - - 1,033 -
Acquisition of additional interest BEERBATEIER

in subsidiaries - - (1,144) - - - - - (1,144)
At 315t December 2012 R-E-—%+-f

=t-H 205,397 987 (49,618) 108,830 51,466 496 (10,141) (31,648) 275,769

PRC companies are required to allocate 10% of the companies’ net
profit to a subsidiary reserve fund until such fund reaches 50% of the
companies’ registered capital. The statutory reserve fund can be utilised,
upon approval of relevant authorities, to offset accumulated losses or to
increase registered capital of the companies, provided that such fund is
maintained at a minimum of 25% of the companies’ registered capital. As
at 31st December 2012, retained earnings comprised statutory reserve
fund amounted to RMB7,707,000 (2011: Nil).

@ HC International, Inc - Annual Report 2012
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50% ° EERESKEBEE RILEETRARIE
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& H TSR M

15 OTHER RESERVES AND ACCUMULATED LOSSES 15 H#tfER 2 EER )

(Continued)
Company
RAF
Shares held
Share-based Share for share
Share compensation  redemption Exchange reward Accumulated
premium reserves reserve Reserve scheme Total losses
DRHAER 4 BOELIRE |
ROEE  2HERE i {El Bt RS fit ZitER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR ARETRE ARETT ARETR  ARETR  ARETH
At 1st January 2011 R_F——F-F—-H 133,044 33,648 49 (207) - 166,981 (35,260)
Loss for the year rEEBE = = = = = = (6.737)
Share based compensation DR s2 1T 2 1hlE — B B feds
- value of employee services BE - 6,731 - - - 6,731 -
Exercise of share options fIibiERE 1,806 = = = = 1,806 =
Currency translation difference REERZR = = = (68) - (68) -
Issuance of new shares B3Rt 62,475 - - - - 62,475 -
Shares purchased for share iR EIE AR
award scheme - - - - (22,234) (22,234) -
At 315t December 2011 R=E—4%+-fA=1-H 197,325 40,379 4% (275) (22,234) 215,691 (41,997)
At 1st January 2012 R_ZE-——F-f-H 197,325 40,379 496 (275) (22,234) 215,691 (41,997)
Loss for the year NEEER - - - - - - (9,494)
Share based compensation DB BiE - EERE
- value of employee services BE - 8,766 - - - 8,766 -
Exercise of share options fIibiEmRE 8,072 - - - = 8,072 -
Currency translation difference REERZER = - - 15 - 15 -
Shares purchased for share RiARRIETEIE AR
award scheme - - - - (10,447) (10,447) -
Vest of share award GERN%E = (1,033) = = 1,033 - -
At 315t December 2012 RZZ-—F+-f=1-H 205,397 48112 49% (260) (31,648) 222,097 (51,491)
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16 TRANSACTION WITH NON-CONTROLLING 16 ERIFEZERERRS

INTERESTS

Establishment of subsidiaries

On 4th January 2012, the Group established ZJ2 (Xi£) B FrE15A R
2 A] (“Tianjin HC"). The non-controlling shareholder contributed a total
capital of RMB36,700,000.

On 3rd July 2012, the Group established EH SR EINIZEH R A 7
through Tianjin HC. The non-controlling shareholder contributed a total
capital of RMB73,500,000.

Acquisition of additional interests in subsidiaries

On 16th February 2012, the Group acquired an additional 30% of
the issued and paid-up share capital in It REBEEERIRERA
A, a subsidiary of the Group, from a non-controlling shareholder,
increasing the percent of effective interest held from 70% to 100%. The
transaction cost as incurred together with the acquisition cost amounted
to approximately RMB148,000.

On 6th December 2012, the Group acquired an additional 8% of the
issued and paid-up share capital in EREZRREIHICEEGRAA, a
subsidiary of the Group, from a non-controlling shareholder, increasing
the percent of effective interest held from 51% to 59%. The transaction
cost as incurred together with the acquisition cost amounted to
approximately RMB13,000,000.

The carrying amounts of the non-controlling interests acquired and

BB AR

M-ZT——F—AME  AEBRIER(CK
B)VETEHEERAR([REZIE]) o IR
BB EE R ARK36,700,0007T °

NRZTE——F+A=H AEBBBERZER
R ERZBMREMICEFTR AR o I
BB EERARKT73,500,0007T °

W BB A B FESME R
R-ZT——F = F+/"8  AEER LR
RNEAEEMB AR REEEEREAR
RR)EBIN0% D BT R RIA » FEEER
F70%3E = 100% ° X 5k A8 [F) IR Ak 2R 49
A AR#148,0007T °

M-Z——F+=AXE  AEEmIEZERR
REEAEENBRARERZEREBMIRER
PRARFEIN%EEITRMERA « EEEER
H51%IEE59% ° R ZMAE R YEE R AN K A
AEE#13,000,0007T ©

P Y SR PR B b 2 2 AR T B B IO o P R AR R

consideration paid in excess of the carrying value recognised within HEREEZ EAREAT
equity as follows:
2012
—E—_—F
RMB’000
AR¥T T
Carrying amount of non-controlling interests acquired PTU s SEFE A i 2 2 BRI (B 12,004

Consideration paid for the non-controlling interests,

EfEEREERE(BERXZMA)

including transaction costs (13,148)
Consideration paid in excess of carrying value recognised A NAERBHEEEE 2 B AHRE
within equity (1,144)

The effect of transaction with non-controlling interests on the equity
attributable to the Company’s equity holders for the year ended 31st
December 2012 was summarised as follows:

HE-_ZT——F+-_A=+—BILtFE - #HE3¥
TRER R HHARFRERSE ARIGER L
FEGAIT

2012
—E——F

RMB’000
AR®BT T

Total comprehensive income for the year attributable to  ANA RI#EZE A AEIRAREE 2 E A LE5E

the equity holders of the Company 66,761
Changes in equity attributable to shareholders of the YeHE — SR P B A Rl BRI ME R FTEE AR AR A RIARER g
Company arising from the acquisition of additional (g dd
interests in a subsidiary (1,144)
65,617

HC International, Inc - Annual Report 2012
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17 FINANCE LEASE OBLIGATIONS — GROUP 17 BMEHEERE —FKE
The finance lease obligations are related to the purchase of motor B S E AR ERE S ERHME8E it -

vehicles as mentioned in Note 8.

2012 2011
—E-C—F —T——%

RMB’000 RMB’000
AR®TT ARET T

Finance lease obligations BMEMRES T
Non-current IEREB 2,491 =
Current Mk 1,671 -
Total finance lease obligations REHESTAME 4,162 -
2012 2011
—E——fF —ET——F
RMB’'000 RMB'000
AR¥T T ARBFIT
Gross finance lease liabilities — minimum REEHSRE - HEBESEER
lease payments
No later than 1 year TER—F 1,814 =
Later than 1 year and no later than 5 years ER—FENERAS 3,246 -
Future finance charges on finance leases MEHEZ RKME X H (898) -
Present value of finance lease liabilities REHESERE 4,162 =

The present value of finance lease liabilities MEHESERENT

is as follows:
No later than 1 year NER—F 1,671 -
Later than 1 year and no later than 5 years BR—FETNENTE 2,491 -
4,162 -
The fair values of the finance lease obligations approximate their MEHEFEEZATEEAREEMES - #1&
carrying amounts. The carrying amounts of the finance lease obligations HEEAZEREUARBE mEAREER
are denominated in RMB. The effective interest rates for the finance E2GAEBRFENT120EE1.43E °

lease obligations ranges from 1.20% to 1.43% per month.

T P e = I 107
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18 TRADE PAYABLES, DEFERRED REVENUE AND
ACCRUED EXPENSES AND OTHER PAYABLES

18 BIRM - BEWAUREE

R E oA IR
Group Company
FEE N

2012 2011 2012 2011
—E-CF —T——%F —E-CF —T——%F
RMB’000 RMB'000 RMB’000 RMB'000
AR¥TR ARET T ARETT ARBT T
Trade payables (a) FERTBRZR(a) 2,825 2,285 - =
Deferred revenue EEMA 337,417 290,820 - =
Accrued expenses and other payables & E A K E i fE{ 7008 33,663 29,699 451 301
373,905 322,804 451 301
:{n:«\ 1B IEH | A A D NS

(@) The aging analysis of trade payables is as follows: (@) IR Z AR
2012 2011
—E——fF —E——F
RMB’000 RMB’000
ARET T ARBFIT
Current to 90 days BNERZ=90K 952 2,052
91 to 180 days 91E 180K 1,126 8
181 to 365 days 181E 365K 313 25
Over 1 year HBiE—5F 434 200
2,825 2,285

@ HC International, Inc - Annual Report 2012
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19 DEFERRED INCOME TAX - GROUP 19

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 tax relates to the same tax
jurisdiction. The offset amounts are as follows:

EEFTSH — A KE
EEREARITRAE % H EA R
BUBRMEES - METHERSRA—BHR
A - RIFT BT HA TR (R -
HERSTMT :

2012 2011

& e ==
RMB’000 RMB'000
Arrr NS

Deferred income tax assets (to be EEFBHEE (BRBGE
recovered after more than 12 months) + @A B1&:EM) 4,373 2,563

Deferred income tax liabilities (to EIEFEH AR (ERBGE
be settled after more than 12 months) +=—EB1&EE) (10,260) (8,904)
(5,887) (6,341)

The net movement on the deferred income tax account is as follows:

EIEFRS TR B B B)FEEMT ¢

2012 2011
—E——F —E——F

RMB’000 RMB'000
AR¥T T ARETTT

At 1st January ®—H—H (6,341) 1,735
Credited/(charged) to the consolidated statement of 5t A/ (1B ) & Gtz A Uiz R

comprehensive income (note 25) (B#%E25) 454 (8,076)
At 31st December BW+—A=+—H (5,887) (6,341)

As at 31st December 2012, deferred income tax liabilities of
RMB7,707,000 (2011: Nil) have not been recognised for the withholding
tax that would be payable on the unremitted earnings of subsidiaries in
the PRC based on the profits for the period. The unremitted earnings
are to be used for long-term future development in China. The deferred
income tax liability is not recognised 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.

R-ZE——&F+-A=+—H ARETHEH
BB =) HA A e A1 2 R BE HH 2 | P < S o FE
iR ERELEFSH B EARE7,707,0007T
(Z2—F &) - RKELBFBRERKRE
FRERHAEE - MEREEELMNEMEASE
B 75 R B R =R Al B R R SRR [l - Bl
AFHERELEMEHEE -

smaaman-0255E ()
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19 DEFERRED INCOME TAX — GROUP (Continued) 19 BEFREH -FTEB @)
The movements in deferred tax assets and liabilities during the year FREERIBEERB BE R RIEEER
without taking into consideration the offsetting of balances within the MG RNERERAEFR)AT -

same tax jurisdiction, are as follows:

Deferred tax assets BESEEE

Tax losses
HIEE 8
2012 2011
—B-—=F =4
RMB’000 RMB’000
AR®T AREBT T

At 1st January mn—HA—H 3,112 5,843
Credited/(charged) to the consolidated statement A (F0BR) A R A R

of comprehensive income 1,789 (2,731)
At 31st December Rt+t—A=+—H 4,901 3,112
Deferred tax liabilities FERIEAE

Deferred expenses

FEIER X

2012 2011
—B——fF —E——fF
RMB’000 RMB'000
AR¥TR ARBTFTT

At 1st January n—AH—H 9,453 4,108
Charged to the consolidated statement NN G 1]

of comprehensive income 1,335 5,345
At 31st December Wt+—_A=+—8 10,788 9,453
Deferred income tax assets are recognised for tax loss carried forwards FERATL TS F 2= 1R K 7] BB 38 38 2R SR P& AR ot i 1| 2
to the extent that the realisation of the related tax benefit through R FRECEMEHREERRLEEHIES
future taxable profits is probable. The Group did not recognise deferred 18 o ANEE I A R#408,0007T (= F ——
tax assets of RMB102,000 (2011: RMB Nil) in respect of tax losses F o ARBET L) Al AR AR R ERTIUA
amounting to RMB408,000 (2011: RMB Nil) that can be carried forward ZHBEEBBEREEHREEE AR 102,000
against future taxable income within 5 years. T(ZE——F : ARKZT) -
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20 INCOME TAX PAYABLE AND OTHER TAXES 20 FEMFE R HEMESR1E — &

21

PAYABLE — GROUP £H
2012 2011
—B—=F —ET——%F
RMB’000 RMB’'000
ARET T ARBFIT
Income tax payable: FEFPTISH -
Corporate income tax TR ZEFTISHL 15,814 8,898
Other taxes payable: HAbEHTIIE
Business tax BN - 7,596
Value added tax EER 4,839 =
Cultural and development tax AL KRR 590 427
Other taxes H A IR 2,937 1,760
8,366 9,783
OTHER INCOME 21 HfgliA
2012 2011
=F-—=F —F——F
RMB’'000 RMB’'000
AR¥T T ARBFIT
Continuing operations HEREER
Government grants AT D 3,307 5,480

The Group received grants mainly from various local tax authorities in
the PRC for promoting electronic trading platform amongst enterprises
in the PRC, the conditions specified in the government approval were

fully achieved during the year.

REE TR G HEZ AR BHE R ER ) -
FEETFRECERZETRSTE  REMA
HXARTRZ G ERFE R B ©

smaaRan-01255% Q)
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22 EXPENSES BY NATURE 22 RMESEZER

2012 2011
—E-—fF —E——fF
RMB’000 RMB’000
AR¥T R ARETTT

Continuing operations BEEEER
Direct expenses of trade catalogues and yellow page TRE¥B#ENEE R HEER

directories 25,784 32,544
Direct expenses of on-line services BERRG c BEEEA 72,368 50,915
Direct expenses of seminars and other services are REMRS 2 BB A 38,368 30,349
Marketing expenses mEHEEER 25,625 20,345
Network and telephone expenses ek R E R 12,060 13,393
Auditor's remuneration ZEEB & 2,018 1,975
Staff costs, including directors’ emoluments BTN BEEEME)

(note 23) (B3E23) 230,109 196,742
Amortisation of land use rights (note 6) ot R 2 B 4R (P9 5E6) 427 427
Amortisation of intangible assets (note 7) mIEE 2B (MEET) 455 2,619
Depreciation of property, plant and equipment Y - BB KB 2T E (FES)

(note 8) 20,328 14,815
Provision for impairment and write off of trade FEUAR TR 2 R (B H s T e

receivables (note 10) (Ft5E10) 1,015 1,559
Gain on disposal of property, plant and equipment  HBEWIEE - BE M RE 2 s (29) (98)
Operating lease payments in respect of land and BT REFZ

buildings A AR 14,381 13,617
Direct write off of other receivables o FEGRIE 2 R B B 1,980 2,284
Over provision of other taxes H A R BB S B _ (7,430)
Provision for impairment of intangible assets (note 7) B2 & 7 2 B & s (H3E7) - 3,481
Travelling expense RIBEERE 9,464 7,881
Other expenses HEmEA 30,387 20,123
Total cost of revenue, selling and marketing SHEKAN  SHERMSHEEER

expenses and administrative expenses LARITINE F4asE 484,740 405,541
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22 EXPENSES BY NATURE (continued)

22 EMEIBEZER @G

2011
—E——F
RMB’'000
ARBFIT
Discontinued operations HRIEREER

Direct expenses of market research and analysis MEMERS Tz EEER 26,942
Marketing expenses hiktiid- S & -
Network and telephone expenses W KR ER 376
Auditor’s remuneration ZERD NS -

Staff costs, including directors’ emoluments BIXA(BEESHE) (FIFE23)

(note 23) 19,936
Amortisation of intangible assets EmEE 8 -
Depreciation of property, plant and equipment M - BB REE2ITE (H38)

(note 8) 357
Operating lease payments in respect of land and BT RIEF 2 & ERA K

building 2,134
Other expenses H b2 A 4,275
Total cost of revenue, selling and marketing SHERAN  SHERTMSHEEER

expenses and administrative expense (a) LA R ATHUE R 45 (a) 54,020
(@)  The expenses by nature of year 2011 only contained from January @ =F-—FOREEIMZIEMRABE=

to September 2011.

23 EMPLOYEE BENEFITS EXPENSES

T——45—AFAA -

23 EEREFRHX

2012 2011
—EB——fF —ET——%F
RMB’000 RMB’'000
ARET T ARBFIT

Continuing operations BEREER
Wages and salaries TERFS 205,703 177,161
Retirement benefits costs (a) ERIREFIK A ) 15,640 13,229
Share based compensation — share option scheme  LARR A S v 2 418 — BE R e =1 21 1,335 5,038
Share based compensation — share award scheme LA S+ 2 418 — B& 15 22 Eh 5+ 2l 7.431 1,314
230,109 196,742

smeaRan-0255% Q)
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23 EMPLOYEE BENEFITS EXPENSES (Continued) 23

The employee benefits expenses amounting to RMB2,497,000 (2011:
RMB2,681,000), RMB54,024,000 (2011: RMB43,533,000) and
RMB173,588,000 (2011: RMB150,528,000) are recognised in cost of
revenue, administrative expenses and selling and marketing expenses,
respectively in the consolidated statement of comprehensive income.

EERFBEX @

EERFFAX B AR?2497,0007T (=
T——4F: AR#2681,0007T) « AR¥
54,024,00070 (=T —ZF : AR¥43,533,000
7o) K AR 173,588,000C( —E——4 : A
R#150,528,0007T) 7 BlFt A& BHir & Wk

BSHERA  ITHRERURKEERTISHES
}EH °
2011
—E——F
RMB’000
AREBT T
Discontinued operations BIEREER
Wages and salaries TERF 18,543
Retirement benefits costs (a) RIRRE T AR (a) 1,014
Share based compensation — value of AR 24 2 118 — 1B B AR TG (BB
employee services 379
19,936
There are no remuneration payable to members of the senior mEENESREEERE IS -
management.
(a) In accordance with the PRC regulations, the Group is required to (a) WBRETERY  NEBTGFEIREEERE
make annual contributions to the state retirement plans calculated REF£20% M BEFRBRFEIER - EB

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 2012, there were no forfeited contributions

available to offset future retirement benefit obligations of the
Group.
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23 EMPLOYEE BENEFITS EXPENSES (Continued)

(b) Directors’ and senior management’s emoluments

The remuneration of every director for the year ended 31st

December 2012 is set out as below:

23 EER/ABEX @)

(b)

EERSREEAEHS
BE-_E——&+-A=+—BHILtEE
BEEZHMEWT

Share based
compensation
from share
option
Employer’s schemes
contribution and share
to pension award
Name of Director Fees Salary scheme scheme Total
R4z
HE-BRE
RIRkGHEZ FERRS
EEpg ik Ed] [ESHE RREa st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
NS ARBFT ARBFT ARBFT ARBFT
Director Mr. GUO Fansheng
Es BRAELE = 600 53 - 653
Mr. GUO liang (Note 1)
WIRE (BHaE1) - 600 53 4,053 4,706
Ms. GUO Bingbing (Note 2)
Fkikkt (MaE2) - 550 13 79 642
Mr. LI Jianguang
FRELE - - - - -
Mr. ZHANG Ke
R A 100 - - - 100
Mr. XIANG Bing
BREE 100 - - - 100
Mr. GUO Wei
BRxE = = = = =
Mr. LEE Wee Ong (Note 3)
Lee Wee Ong7t £ (FfizE3) 50 360 - 1,168 1,578
Mr. ZHANG Tim Tianwei
RRERE 100 - - - 100
Total
o 350 2,110 119 5,300 7,879
Note 1: Mr. Guo Jiang is a director and also the chief executive officer. BT T4 REFFRITEAAK -
Note 2: Ms. Guo Bingbing resigned as an executive director with effect BiaE2 BKKRETEZE-——F+LH—

Note 3:

from 1st July 2012.

Mr. Lee Wee Ong was re-designated from a non-executive
director to an executive director on 1st July 2012.

HEEHERITES -

B EE3 Lee Wee Ongft ER =T ——F
A—BRFERTESFHET RN
EHRo
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23 EMPLOYEE BENEFITS EXPENSES (Continued)

23 EERABEX @)

(b) Directors’ and senior management’s emoluments (Continued) (b) EEREREBEAEMS(E
The remuneration of every director for the year ended 31st BE_T——F+=RA=+—HILEFE "
December 2011 is set out as below: BEEE2HMESOT
Share based
compensation
from share
option
Employer’s schemes
contribution and share
to pension award
Name of Director Fees Salary scheme scheme Total
URH Xtz
i - A
RIKGTEIZ FER KRG
EEns ne 30| EEHH HEE st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT
Director Mr. GUO Fansheng
Bz BAESRSE - 600 48 - 648
Mr. GUO Jiang (Note 1)
BTk (PiEE1) - 600 48 691 1,339
Ms. GUO Bingbing
ikkzt - 680 14 560 1,254
Mr. LI Jianguang
TRKEE - - - - -
Mr. ZHANG Ke
R4 100 - - - 100
Mr. XIANG Bing
HESE 100 - - - 100
Mr. GUO Wei (Note 2)
BRKE (MF2) 50 - - = 50
Mr. LEE Wee Ong (Note 3)
Lee Wee Ongst £ (Pii#E3) 34 - - - 34
Mr. ZHANG Tim Tianwei (Note 4)
wAELE (FizH4) 17 = - - 17
Total
o 301 1,880 110 1,251 3,542
Note 1: Mr. Guo Jiang is a director and also the chief executive officer. BEET LA REFFHRITHAAE -
Note 2: Mr. Guo Wei was re-designated from an independent non- FzE2 BREEVR-ZF——FRATH
executive Director to a non-executive Director on 10th June WB L IERITESFHAETRIENIT
2011. =
Note 3: Mr. Lee Wee Ong was appointed as non-executive director on PREES - Lee Wee OngEER =T ——F N,
9th September 2011. ANBEZERIFNTES -
Note 4: Mr. Zhang Tim Tianwei was appointed as non-executive director BffsE4 RREEER-ZT——F+—A

on 1st November 2011.

There was no arrangement under which a director waived or
agreed to waive any remuneration during the years ended 31st
December 2012 and 2011.
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23 EMPLOYEE BENEFITS EXPENSES (Continued) 23 EEEAMXZ @

(c) Five highest paid individuals (o)
The five individuals whose emoluments were the highest in the
Group for the year include two (2011: two) directors whose
emolument is reflected in the analysis presented above. The
emoluments paid and payable to the three (2011: three) individuals
during the year are as follows:

AUREHFAL
AEERFARUSESHATEEREE
E2(CE2——F : WmR) EEZFHERN
EXFRESNZ DM RER c RERERNT
FZ=R(ZEB——F  ZH) ATzHew
T

2012 2011
—E—C—F —E——4F
RMB’000 RMB’000
ARET T ARETIT

Basic salaries, housing allowances, share options, EA# & - BEZRL - BRRE -

other allowances and benefits in kind E MR R EYFE 3,708 3,061
Retirement plan contributions RIRETEIfER 36 28
3,744 3,089

The emoluments for these three individuals (2011: three) fell within
the following bands:

EoR(CT—F  ZZ) ATHEEE
BT :

Number of individuals

Nil to HKD 1,000,000 (equivalent to Nil to £%1,000,0008 L (FHERNEE
RMB810,900) AER#810,9007T)

HKD1,000,001 to HKD1,500,000 (equivalent to 1,000,001 T2 1,500,0005 7T
RMB810,901 to RMB1,216,350) (FHERARKS10,901TE

AER#1,216,3507T)
HKD1,500,001 to HKD2,000,000 (equivalent to 1,500,001 7t Z2,000,0005% 7T
RMB1,216,351 to RMB1,621,800) (FRERARK1,216,351TE
AER#1,621,8007T)
HKD2,000,001 to HKD2,500,000 (equivalent to 2,000,001 7T.252,500,0005% 7T,
RMB1,621,801 to RMB2,027,250) (HENARK1,621,801TE
AR#2,027,2507T)

-
|

(d) During the year, no emoluments have been paid by the Group (d)
to the directors or the five highest paid individuals mentioned
above as an inducement to join or upon joining the Group, or as
compensation for loss of office (2011: Nil).

|,

FA - AREWEAEEL EXPAA AR
REFATIMNEAHES - (ER/IMARK
DO 5 B B 7 SR 2l R = BB s 2 1
(Z2—F:\|)-

x

i3

5
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24 FINANCE INCOME AND FINANCE COST

24 BEWARBERA

2012 2011
—E—C—F —T——%F
RMB’000 RMB’'000
AR%T T ARBFIT
Finance income BB WA 11,807 3,777
Finance cost BhE AN
— Finance lease liabilities —RMEHEEE (615) -
11,192 3,777
25 INCOME TAX EXPENSE 25 FSBifxX
2012 2011
—E——fF —E——F
RMB’000 RMB'000
AR¥T T ARBFIT
Continuing operations: BFEREER
Current income tax expense RS
— Hong Kong profits tax (note a) —BRFEH (H3Ea) - -
— The PRC Corporate income tax (“CIT") — B EMEE
(note b) ([{e2EFR1SHR D) (B EED) 13,359 1,190
Deferred income tax (credit)/expense (note 19) RIS (KR ) P (F7E19) (454) 8,076
12,905 9,266
Discontinued operations: BRI
Current income tax expenses EHFTSREX
-CIT —EMFH 3,077
Deferred income tax expense (note 19 and note 25) iRIEFTSHFLFT X (HE19 & HF5E25) -
3,077

(@ No Hong Kong profits tax has been provided as there is no (a)
assessable profit arising in Hong Kong for the year (2011: Nil).
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25 INCOME TAX EXPENSE (continued) 25 PSS

(b) The PRC corporate income tax represents taxation charged on (b)
assessable profits for the year at the rates of taxation prevailing in
the cities in the PRC in which the Group operates.

The tax rate applicable to the subsidiaries in the PRC is 25%,
except for subsidiaries granted with preferential tax treatment as
High/New Technology Enterprise of which the applicable tax rate is

15%.

The tax on the Group’s profit before tax from continuing operations
differs from the theoretical amount that would arise using the taxation
rate of the home country of the Group companies as follows:

SETE SR E e Rk SEINGEETES
TSR AT IR 1715 R SA M AR T AR

Wz A

ERBEXRZZHMBAREAREXE
25% ' R TERSMBREEZME
REIAIZERIGER » R15% 2 BHHR

TENTIA -

REE A BRI E X BT AR A 2 IR
REAAEERBRMERRK 2 HEFEMSER
BERERNT

2012 2011
—=E——fF —E——fF
RMB’000 RMB’'000
AR%T T ARBFIT
Profit before income tax R PS50 A& A 78,327 42,072
Tax calculated at 25% (2011: 25%) 1R25% TR H 2 HiIH
(==& : 259) 19,582 10,518
Effect of different taxation rates in other cities/ EM AR R 1B
under preferential tax treatment BEMEZZE (6,560) (1,824)
Expenses not deductible for tax purposes A 2 2 H 1,414 2,158
Utilisation of previously unrecognised tax losses A FRIRERZ TIARE - (1,155)
Tax losses for which no deferred income BIEFTSHEERTHERZ
tax asset was recognised THIEE e 102 -
Recognition of deferred tax assets for previously LB A R TSR TE BT 18 M FERR
unrecognised tax losses RIERIBE E - (431)
Tax refund from previous asset impairment in E A& ERERE
accordance with new ordinances from B R B 15 48 R i fh
BRI 42 R[E 2 I8 (1,633) =
Income tax expense PRS- % 2 12,905 9,266

smaaRan-0255E Q)



26 DISCONTINUED OPERATIONS

=y

In 2011, the Group disposed of its equity interest in bt REIRE(Z
= BB AR AT (“Fulfilment JV”) and Sales JV Co., an associated
company, whlch were engaged in market research and analysis
businesses in the PRC, for a consideration of RMB21,548,000.

Analysis of the result of the discontinued operations, and the result
recognised on the disposal of the subsidiary including the associated
company is as follows:

Notes to the Consolidated Financial Statements

& IS ERAR M

26 %t@%%i%
R-E——F  AEBHEHR
ERERABRAR([EBHESE

=

ERE(RBEAR) 2R
ZE R B H BT IS

#21,548,0007T
TRDITER ©

BIHEE ST RER

?gﬂ'ﬁf
Ajj)&fﬁ
1&%2%/\&

S F B A B P RR A
(BHEBERB)ZHFWAT

2011

%

RMB’'000

ARBFIT

Revenue SHEWA 55,376
Expenses (note 22) B R (MsE22) (54,020)
Share of net profit of an associated company PaK(a) s ANCIF | 2,390
Profit before tax of discontinued operations LEAR 275 2 R A& A 3,746
Income tax credit ﬁﬁ%mﬁﬁ -
Profit after tax of discontinued operations i«%.—f%i‘%zﬁﬁmémﬂ 3,746
Pre-tax profit on disposal of discontinued operations ﬁ IR E TS 2 A | 7,891
Income tax on disposal of discontinued operations ﬁ%%i?&%%i‘%z}aﬁ S (3,077)
Profit for the year from discontinued operations REERIFEEETE 2 BT 8,560

The cash flows for the discontinued operations are as follows: RINREER 2 REREBAT ¢

2011

=T

RMB’'000

ARBFIT

Operating cash flows KEReME 1,382
Investing cash flows HERERE (22)
Financing cash flows BMERERE =
Total cash flows Ren=EEE 1,360
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27 LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF 27 A QA E AEEER

THE COMPANY

The loss attributable to equity holders of the Company is dealt with in
the financial statements of the Company to the extent of RMB9,494,000

(2011: RMB6,737,000).

RN EIERRE ABLERAR9,494,0007T
(Z=——% : AR¥6,737,00070) BEEARRQ A

BTSSR IRIE

28 EARNINGS PER SHARE 28 SRER
2012 2011
B —E—%F
RMB’'000 RMB’000
AR¥T T ARETTT
Profit from continuing operations attributable RNATERTE ABGRFELE
to equity holders of the Company ZEFESH A 66,724 32,942
Profit from discontinued operations attributable RN FFE ABLKIEEE
to equity holders of the Company ESeavl] - 8,263
66,724 41,205
2012 2011
—E——F =T
No. of shares No. of shares
RHEE fRn 8B
(“000) ('000)
(F8) (FH%)
Weighted average number of shares in issue BBITIRGD 2 IETIIE B 554,035 518,190
Incremental shares from assumed exercise of RERATIE B2 15 R AR 1 38 2 PR
share options granted % 34,748 27,925
Diluted weighted average number of shares EEE IR AR ER 588,783 546,115
Basic earnings per share — from continuing BREREF] — IS EEE
operations (in RMB) (ARE) 0.1204 0.0636
Basic earnings per share — from discontinued FRREARRF) — 4RI FEE R
operations (in RMB) (ARE) N/ATE A 0.0159
Diluted earnings per share — from continuing GREERT — HEC LR
operations (in RMB) (ARE) 0.1133 0.0603
Diluted earnings per share — from discontinued BREEERF] — R EE T
operations (in RMB) (AR®) N/ATE A 0.0151

smEaRan- 012555 ()
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29 DIVIDENDS 29
No dividend was paid or declared by the Company during the year (2011:
Nil).

To the best knowledge of the Directors, there was no arrangement
under which a shareholder has waived or agreed to waive any dividends
during the years ended 31st December 2012 and 2011.

30 CASH GENERATED FROM OPERATIONS 30

(@) Reconciliation of profit before taxation to net cash
generated from operating activities

=
AARAAFELMENRERBE(ZF——
Fom) o

BEEMEMN BE-_Z——ER-_T——%F
+TZA=+—HLFE  BERRERKESR
EMETMRERI L -

REXBELEZRS
() BBAERIRCHEES > RERABEY
%

2012 2011
—E-—C—F %
RMB’000 RMB’000
AR¥BTR AREFTT

Profit before income tax (including discontinued 7% AT T (B IEAR L E75)

operation) 78,327 53,709
Adjustments for: FEE -
Depreciation of property, plant and equipment #1% - HiE k&RiEZITE

(note 8) (P=E8) 20,328 15,172
Amortisation of intangible assets (note 7) s R E#E(ME7) 455 2,619
Provision for impairment and write off of trade  FEURBR 7% 2 R (B 185 Jo e

receivables, net HE 1,015 1,559
Direct write-off of other receivables L JE GR TE B B 8 1,980 2,284
Amortisation of land use rights (note 6) 3 {5 PR AE R 5 (B 7E6) 427 427
Share based compensation — value of employee BAMD S it 2 #1E — (B B RAGEE

services (note 23) (FfF3E23) 8,766 6,731
Gain on disposal of property, plant and HEME - BE K& E 2 K=

equipment (note b) (Fff7ED) (29) (98)
Gain on disposal of a subsidiary (note c) o S BT a8 A )z Mz (P Ec) - (7,891)
Over provision of other tax payables HAbEET I BE R - (7,430)
Impairment of intangible assets (note 7) mi R E CRE (T - 3,481
Share of profit of an associated company 7 E N a)m - (2,390)
Interest income F B U A (11,807) (3.777)
Interest expense A EFISZ 615 -
Operating profit before working capital changes &84 & & B) A 2 AL 2= A 100,077 64,396
Increase in trade receivables, deposits, JEWERTN » e ~ TR FIA R EAM

prepayments and other receivables, amount FEY IR « FEUREEEE A RIFROA

due from a related company, direct selling HEHEKA - RERESIEN

costs, long term deposit (5,771) (55,035)
Increase in trade payables, deferred revenue, — FEfTERFN « IREWA ~ BT ERA &

accrued expenses and other payables, other EAihERT 08 - Efh e T8

taxes payable N 52,019 110,625
Net cash generated from operations A ETREE 22T 146,325 119,986
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30 CASH GENERATED FROM OPERATIONS (continued)

30 REEKELE2HES®)

(b) Proceeds from disposal of property, plant and equipment (b) HEVE BERIZEZAEBRE
In the consolidated cash flow statements, proceeds from disposal EAHBEESRERN  HEVE  BER
of property, plant and equipment comprise of: LECFERIERE
2012 2011
=F—=F —F——F
RMB’'000 RMB'000
AR¥T T ARBFIT
Net book amount: BREVEE -
— Property, plant and equipment (note 8) — W% - BE KR AE (FiEES) 30 126
Gain on disposal of property, plant and HEME - BB K&z e
equipment (note 22) (Mf7E22) 29 98
Proceeds from disposal of property, LEME - BEMEE 2 FTS5KIE
plant and equipment 59 224
(c) Disposal of subsidiaries () HEMELT
2011
—ET——F
RMB’000
ARBFIT
Net assets disposed of (excluding cash and FIHECEERE(TNEERERBESEEY)
cash equivalents)
Property, plant and equipment (note 8) Y - BB Rk AE (i EEs) 379
Interests in an associated company REEE N T Z 5,185
Intangible assets (note 7) mEE (HE7) 167
Trade receivables FEUTER TR 19,595
Deposits, prepayments and other receivables Re -« BARIEREAERGRIE 1,222
Trade payables FERTERTR (15,594)
Accrued expenses and other payables BT E B R E i EAT ROE (3,569)
Tax payable FEHTIE -
Non-controlling interests FEIE IR A (3,092)
4,293
Pre-tax profit on disposal of a subsidiary HE—REB AR 2 BANEF 7,891
12,184
Satisfied by: IATEI R AT
Cash received W2 IR & 21,548
Less: cash and cash equivalents disposed of W TR EZIRE NEBESEY (9,364)
12,184
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30

31

32

33

2

CASH GENERATED FROM OPERATIONS (continued)
(d) Non-cash transactions
There was approximately RMB814,000 (2011: RMB3,149,000,
fully settled as at 31st December 2012) in respect of purchases of
property, plant and equipment which have not been paid as at
year end. In addition, there was approximately RMB5,368,000 in
respect of purchases of property, plant and equipment settled by

0 REXKRELEZRE#

(d) FBELRH
REER - BEMANOYE - BE RE
BZHBEHARES14,000L (= ——
£ AR¥3,149,0007T ' ERN =T ——
F+ZA=+—BZ2EMB) - I B
RETREAREEAMBEZNE BE

finance lease obligations. KR AEH AR ¥E5,368,0007T ©
COMMITMENTS 31 A&iE
Commitments under operating leases REHENEIE
At 31st December 2012, the Group had future aggregate minimum RZZE—Z—F+_A=+—H ' x&EHEF
lease payments under non-cancellable operating leases in respect of 2 BEIHAR ARG A S AL B R EMN 2 &IEM
buildings which expire as follows: EREREAT
2012 2011
—E—C—F —E——F
RMB’000 RMB’000
AR¥T T ARBFIT
Within one year —F R 9,806 9,880
In the second to fifth year inclusive —EFRF(BEEREMF) 2,051 7,866
11,857 17,746
CONTINGENT LIABILITIES 32 FAREE
As at 31st December 2012, there were no material contingent liabilities RZZE——F+-_A=+—0 A5EHES
to the Group (2011: Nil). ASIARBE(ZZE——F : ) -
RELATED-PARTY TRANSACTIONS 33 BEBALRS
Parties are considered to be related to the Group if the Group has the M AL E G B N E sk I IR B Z A TR AEH
ability, directly or indirectly, to control the party or exercise significant M REERRE LEERZEN(RZITA)
influence over the party in making financial and operating decisions, AIEZE AN TR AR E 2 Bl A £ - Bat
or vice versa. Related parties may be individuals (being members of ATAIARERIALT(MEBRERAS « FER
key management personnel, significant shareholders and/or their close KRR/ HEE 2R ) B - W EERA

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.
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33 RELATED-PARTY TRANSACTIONS (continued)

The following significant transactions were carried out with related

33 AL Z @

AT REREBA TETZERRS ¢

parties:
(a) SHERK
(a) Sales of services
2012 2011
—E-——fF —E——fF
RMB’000 RMB’000
AR¥ T ARETTT
Sales of services SHE R
-k RERERE BEAEGR AR — I REREREEHEABRAT
(technology services) (i) (B AR ) () 211 211
- R BREREREAGRAA] — R EHEEREESFRAEGRAT
(be granted the right to use the (R pEE R 1R ) (i)
domain names and trademark) (ii) 240 240
- R RERmISESEAERAA — I RHEREBEMSESEAR
(Sales JV Co.) (iii) BRARI(SHEA LR A (i) - 58,346
451 58,797

0]

IR EREREEFEABR AT, 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 agreements which extended the
term of the Technology Services Agreement to 31st December
2007 and on 30th December 2007, 30th December 2009
and 30th December 2011, the parties entered into another
supplemental agreements which extended the term of the
Technology Services Agreement to 31st December 2009, 31st
December 2011 and 31st December 2014 respectively.

Pursuant to the agreement, the Group received technical
service income from 1t REIEZE RS SrA 0GR A A based
on the working hours devoted to the service and support.

RITT—F IR EHEREEABRE
RAR(—RAARNRIESG EERNIT
EEBAELERB0%ER 2 AR))HE
REEF L — O =FHEMRGE HZE - X
—ETME+ A=+ —HEHI R
hid - HEITREHECHE — ST F
+TZA=+—H -RZZTZLF+=A
=t+H - ZFEENF+_A=+AK=F
——&+=—A=+H8  EHBI AT
&= BRIRBHEI AIEHE—ST N
F+-_A=+—H ZF2—%+=A
=t+—AkZZE—NFEF+=A=F+—H-

R - AEERRRHRG R R

TR AL R BIERE S AAAR AR
EREATARTEHNA ©
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33 RELATED-PARTY TRANSACTIONS (continued)

(a) Sales of services (Continued)

(ii)

(iii)

it REFEER = B8R AR 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, 30th December 2009 and 31st December 2011, the
parties entered into another supplemental agreements which
extended the term of the Domain names and Trademark
Licence to 31st December 2009, 31st December 2011 and
31st December 2014 respectively.

Pursuant to the agreement, 1t REBEE R EEAEGR
/~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.

Fulfilment JV Co. entered into a fulfilment service agreement
with Sales JV Co. for a period of 3 years, under which
Fulfilment 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,
28th November 2009, 28th November 2010, and, 28th
November 2011, respectively, on the net annual revenue of
the counterparty.

The disposal of Fulfilment JV Co. was completed on 30th
September 2011, the transactions pursuant to this agreement
are no longer related party transactions of the Group since
then. The actual transaction amount for the period from 1st
January 2011 to 30th September 2011 was approximately
RMB49,060,000.

A subsidiary of the Group entered into another fulfillment
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 agreement was expired on 28th November
2011 with no renewal. The actual transaction amount for the
period from 1st January 2011 to 28th November 2011 was
approximately RMB9,286,000.
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(ii)

(iii)
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33 RELATED-PARTY TRANSACTIONS (continued)

(b) Purchases of services

33 BBALTRZ @

(b)

BER%

2012 2011
—E-—fF —E——fF
RMB’000 RMB’'000
ARET T ARET T
Purchases of services: BB R
-t REREREEHBAERAT — Ik REHEEREEFRAEGRAT
(online information distribution services) (i) (48 &2 RS ) () 240 240
-t REREREEDAERA — I RERZEREEHABRA
(online advertisement publlcatlon services) (ii) (48 F B2 T2 AR TS ) Gii) 100 100
340 340
() JREEEZELAABRAT entered into a three-year () RZZZ=_F EREEEREEFEAE
Online Information Distribution Agreement with the Group RAR]E ZJSE.nTi P=FHBEES
in 2002, and on 31st December 2004, 30th December 2007, Efitham R-EENF+=_A=+—
30th December 2009 and 30th December 2011, the parties B - :§§t¢+:ﬁ =+H =T

(ii)

entered into supplemental agreements which extended the
term of the Online Information Distribution Agreement to
31st December 2007, 31st December 2009, 31st December
2011 and 31st December 2014 respectively. Pursuant to the
Online Information Distribution Agreement, b RETEZE L
= B :AEMR A A 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 REEL = B AAMR AR entered into a three-year
Online Advertisement Publication Agreement with the Group
in 2002, and on 31st December 2004, 30th December 2007,
30th December 2009 and 30th December 2011, the parties
entered into supplemental agreements which extended the
term of Online Advertisement Publication Agreement to 31st
December 2007, 31st December 2009, 31st December 2011
and 31st December 2014 respectively. Pursuant to the Online
Advertisement Publication Agreement, 4t REJRZE RS
H AR A A 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.

(ii)

FH_A=THER=ZZ—F+-A=+
H - €HIfaE - SELLESE M
HES AR E—TTLF+—A=1—
H —ZTTNF+-A=+—H =%
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A BRI o 5% A B E Ak
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33 RELATED-PARTY TRANSACTIONS (continued)

(c) Key management compensation

33 BBALTRZ @
(0 ZEEEASHH

2012 2011
—E——fF —E——fF
RMB’000 RMB’000
AR¥T R ARETTT

Salaries and other short-term employee benefits

Share-based payments

FHehEMmHESET 5,739 6,232
VAR D BB R 2 3R

6,988 3,263

12,727 9,495

34 EVENT AFTER THE BALANCE SHEET DATE
On 5th February 2013, EREZRREHILEEGR AR (“the Shunde
Subsidiary”), a subsidiary of the Group, won a tender for the land
use rights of an area of 43,964.82 square meters located in Shunde,
Foshan of the PRC, at a consideration of RMB334,480,000. The
consideration was partly financed by the loan from shareholders of the
Shunde Subsidiary, which include the Group and the non-controlling
shareholders of the Shunde Subsidiary. Such shareholder’s loans

amounted to RMB204,738,000.
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