


CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high
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
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 of Hong Kong Limited 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 of Shanghai Qingpu Fire-Fighting Equipment Co., Ltd. collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited for the purpose of giving information with regard to Shanghai Qingpu Fire-Fighting
Equipment Co., Ltd. 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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CHAIRMAN’S STATEMENT

RESULTS FOR THE YEAR

For the year ended 31 December 2008, the Company recorded total revenue of RMB31,604,000 and
loss attributable to shareholders of RMB7,586,000. The Company’s revenue was derived principally
from its sale of fire extinguishers, fire extinguisher cylinders and pressure cylinders in the PRC
(excluding Hong Kong) and to overseas (including Hong Kong), with each accounting for 58% and
42% respectively of the Company’s revenue for the year ended 31 December 2008.

SALES

The Company’s revenue decreased by RMB6,698,000 from RMB38,302,000 in 2007 to RMB31,604,000
in 2008. The Company commenced export sales since 2006 through export agent Shanghai Jiangshixiang
International Trading Co., Ltd. (0D OO OO OOODOODOO).

OUTLOOK

The demand for fire-safety and fire-fighting systems will keep lifting in the PRC against the backdrop
of the rapid development of the PRC’s real estate industry and the enhanced laws on fire-fighting.
The volume of fire-fighting equipment procurement in the PRC from other countries in the world
has been soaring as well. In addition to fire-fighting equipment, the gas cylinder products of the
Company can also be applied to many other industries such as medical treatment, automobile and
environmental protection, indicating a prosperous prospect. The Company is also endeavouring to
develop new products and expand customer resources.

FUTURE PLAN

The Company intends to cement internal management, strengthen operating efficiency, develop new
products and control production costs. Efforts will be made to develop domestic operating networks
and export agents, with an aim to expand sales. Upon sharpening the competitive edge and expanding
customer resources, the Company will also increase equipment utilisation and expand production. The
Company will conduct its businesses in multiple channels in a move to improve its performance.

LONG TERM STRATEGY

We believe that the Company, with its experienced management team and quality products, will be able
to sharpen its competitive edge. The Company will become a major enterprise in the manufacturing
and sale of fire-fighting equipment in the PRC and worldwide.

OUR PEOPLE

The Company will further optimize its staff structure. The Board would like to express gratitude to
the employees of the Group for their invaluable contribution to the business.

DIRECTORS

My thanks go to the Directors for their professional work. As at the date of this report, the majority of
the Old Directors have resigned from the Board. The new Board will endeavour to work professionally
and painstakingly for achieving prosperous performance of the Company in the future.



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The year 2008 was a very difficult year for the Company. Total revenue of the Company declined
from RMB38,302,000 in the year 2007 to RMB31,604,000 in the year 2008 (representing a decrease
of 17.5%). The decline was mainly attributable to the noneffective approach in handling the overall
market by the management.

THE INTERNATIONAL MARKET OF HIGH PRESSURE CYLINDERS:

The gas application technology has reached rather high standard in developed countries, yet it is still
hovering at an initial stage in the PRC. So far, there are more than 130 varieties of gases for cylinder
inflation worldwide, and approximately 80 varieties of gases are used for cylinder inflation in the PRC.
The production capacity of relatively large-scale cylinder manufacturers in the world has reached 2
to 3 million cylinders per year, while the largest cylinder manufacturer in the PRC is merely able to
produce 500,000 to 600,000 cylinders per year. In terms of total industrial output, the output of gas
industry in the PRC was RMBI13 billion in the year 2000, which is expected to amount to RMB30
billion in the year 2010. The PRC recorded a sales volume of 840,000 in high pressure seamless
cylinders in the year 2000, with sales amount reaching RMB350 million, and the sales volume of
high pressure seamless cylinders in the PRC surged to 1.9 million in the year 2009. The ownership
of seamless cylinders in the world has reached approximately 200 million at present, of which the
US ranked the top with 75 million, followed by the European Union with 50 million, Japan with 30
million, the PRC with 8 million and other countries with 47 million. Given the relatively low price
of seamless cylinders in the PRC, the demand of the PRC’s seamless cylinders from the international
market is expected to increase, with the volume escalating at a rate of 50,000 to 100,000 cylinders
per year.

THE DOMESTIC FIRE EXTINGUISHER MARKET

The fire extinguisher industry in the PRC pocketed a sales revenue of RMB3.91 billion in the year
2005, and that in the year 2006 amounted to RMB4.21 billion, representing a year-on-year increase
of 7.67%. In the year 2007, the sales revenue of the fire extinguisher in the PRC exceeded RMB4.5
billion, representing an increase of 7.60% with that of 2006. With the increasing attention attached
from the PRC government on the fire-fighting industry, the fire extinguisher industry will experience
new opportunities and considerable development prospects.

OUTLOOK

The demand for fire-safety and fire-fighting systems will keep lifting in the PRC against the backdrop
of the rapid development of the PRC’s real estate industry and the enhanced laws on fire-fighting.
The volume of fire-fighting equipment procurement in the PRC from other countries in the world
has been soaring as well. In addition to fire-fighting equipment, the gas cylinder products of the
Company can also be applied to many other industries such as medical treatment, automobile and
environmental protection, indicating a prosperous prospect. The Company is also endeavouring to
develop new products and expand customer resources.



MANAGEMENT DISCUSSION AND ANALYSIS

FUTURE PLAN

The Company intends to cement internal management, strengthen operating efficiency, develop new
products and control production costs. Efforts will be made to develop domestic operating networks
and export agents, with an aim to expand sales. Upon sharpening the competitive edge and expanding
customer resources, the Company will also increase equipment utilisation and expand production. The
Company will conduct its businesses in multiple channels in a move to improve its performance.

LIQUIDITY AND FINANCING

The cash and cash equivalents of the Company decreased from approximately RMB1,201,000 in 2007
to RMB559,000 in 2008. The Company maintained most of its cash and cash equivalent balances in
Renminbi.

Borrowings and banking facilities

As at 31 December 2008, the Company had short-term borrowings of approximately RMB28,650,000
(2007: RMB33,730,000). Part of the short-term borrowings was secured by certain property, plant
and equipment together with land use rights of the Company.

Gearing ratio

The Company’s gearing ratio, which was expressed as a percentage of the total bank borrowings over
total assets, as at 31 December 2008 was 50.67% (2007: 47.54%).

Capital structure and financial resources

As at 31 December 2008, the Company had net liabilities of approximately RMB35,861,000 (2007:
RMB28,275,000). The Company’s operations and investments are financed principally by internal
resources, bank borrowings and shareholders’ equity.

Foreign exchange risk

Effective from 1 January 2003, the Company has been selling its products to overseas customers. Most
of the Company’s export sales are denominated in Euro and United States dollars. The Company does
not enter into any foreign exchange forward contracts to hedge its exposure to Euro and United States
dollars. However, the Company’s management closely monitors the fluctuation in foreign currency
exchange rates, and is of the opinion that the Company’s net assets denominated in Euro or United
States dollars at 31 December 2007 is immaterial and would not result in significant exchange loss
to the Company.



MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENT HELD

As at 31 December 2008, the Company did not have any significant investment (2007: Nil).

EMPLOYEES

As at 31 December 2008, the Company had 188 employees (2007: 276 employees). Remuneration
is determined by reference to market terms and the performance, qualifications, and experience of
individual employee. Other benefits include contributions to retirement scheme.

Under relevant local government regulations, the Company is required to make contributions to a
defined contribution retirement scheme for all qualified employees in the PRC. The Company has,
in compliance with relevant local government regulations, made payment for such scheme during the
year. The Company has no obligation for the payment of other retirement and non-retirement benefits
of employees other than the contributions described above.

The Company has not experienced any significant labour disputes or strikes which have led to the
disruption of its normal business operations. The Directors consider that the Company’s relationship
with its employees to be good.



PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

As at the date of this annual report, the Directors of the Company include:
EXECUTIVE DIRECTORS

Mr. Zhou Jin Hui, aged 40, is the director of Liancheng Fire Protection Group (Hong Kong) Company
Limited (“Liancheng HK”), Liancheng Fire-Fighting Group Company Limited (U O O OO ODOO
0 00 0) (“Liancheng”), Zhejiang Hengtai Real Estate Joint Stock Co., Ltd (U D OO DO OO OO
00dO) (“Hengtai Real Estate”) and Jiangshan Construction Decoration Engineering Ltd. (I U
gooobooobobdgnon) (“Jiangshan Construction”). Liangcheng is the beneficial owner of
131,870,000 domestic shares and Liancheng HK is the beneficial owner of 1,300,000 H shares of the
Company. Liancheng HK is wholly owned by Liancheng, which is then owned by Hengtai Real Estate
and Rao Jun Xi as to 90% and 10% respectively. Hengtai Real Estate is owned by Mr. Zhou as to 58%.
By virtue of Mr. Zhou’s indirect interest in the Company, Mr. Zhou is deemed to be interested in the
same 131,870,000 domestic shares held by Liancheng and 1,300,000 H shares held by Liancheng HK
under Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFO”). Mr. Zhou established Jiangshan Hengtai Real Estate Co. Ltd. (U0 OO OOOODOOODNO)
in 1998 which was converted into Zhejiang Hengtai Real Estate Joint Stock Co., Ltd. in 2003. Prior
to this, he established Jiangshan Construction Decoration Engineering Ltd. (U 0D OO0 OO OO OO
goO0d)in1996. Mr. Zhou completed the Business Administration Programme in the International
Business University of Beijing (I U U 0O 0O U U ) and the training program for senior manager in
Tsinghua University. In addition, he holds the degree of Master of Business Administration from the
University of Management and Technology, Commonwealth of Virginia, the United States of America.
Mr. Zhou joined the Company on 30 July 2009.

Mr. Zheng Yi Song, aged 50, is the deputy general manager of Hengtai Real Estate. Prior to working
in Hengtai Real Estate, he has worked in Jiangshan City Water Plant (J U 0 O 0O O O ) as factory
manager, and in Jiangshan City Guaju Equipment Factory Company Limited (0 0D O OO0 OO0
000 0) as the general manager. Mr. Zheng completed the training program for senior manager in
Tsinghua University in 2007. In addition, he completed an executive training program in Jiangshan
Municipal Party School of the Communist Party of China (U O OO OO0 O). Mr. Zheng is an
assistant engineer and assistant economist as registered under the government of Jiang Shan City.
Mr. Zheng joined the Company on 30 July 2009.

Mr. Hu Jing Hai, aged 35, is the general manager of Shanghai Petrochemical Firefighting Engineering
Co., Ltd. (DO O OUOODODODOOOO). Prior to this, he was the vice manager of the news center of
the website of China Firefighting (0 O O 0O O 0O O 0O 0O O), the chief editor of the website of China
Water Firefighting (0 O O O O O O ), the executive of the science education committee (O 0O O O O
U 0O 0O 0) of China Firefighting Association (I [ U [J 0O 0O ). Mr. Hu obtained his bachelors degree
of sports news (U U O O ) from Shanghai University of Sport (I O O 0O O ). Mr. Hu joined the
Company on 30 July 2009.



PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Mr. Chen Shi Da, aged 50, is the deputy general manager of the Company since 2007. Prior to his
employment with the Company, he was a finance supervisor in Shanghai Huasheng Enterprises (Group)
Company Limited (U 0 OO OO O)00O0ODO) (“Shanghai Huasheng”), Shanghai Tianhai High
Pressure Container Co., Ltd. (U O OO O OO DO OO OO) and Shanghai Qingpu District Dianshan
Lake Beverage Factory (U U 0 0 0O 0O 0O 0O OO O), and was a finance supervisor, financial controller
and deputy general manager of Shanghai High Pressure Container Co., Ltd. (U O O DO OO O OO O).
Mr. Chen completed the Accounting and Finance Programme in Shanghai TV Secondary Specialized
School (U OO UOOOODOODNO). He is recognized by Qingpu Transportation Bureau Accounting
Sector (Junior Level) Professional Technical Duties Assessment Committee (L O O O O 0O O O O (O
U)OooboOoOoOOODOdO) as an assistant accountant. Mr. Chen joined the Company in 7 August
2009.

Mr. Rao Jun Xi, aged 43, is the general manager of Zhejiang Hengtai Real Estate Joint Stock Co.,
Led. (DODO0ODOO0OOO0OO0ODN) (“Hengtai Real Estate”) and the deputy general manager of
Liancheng Fire-Fighting Group Company Limited (U 0 OO OO O OO OO O) (“Liancheng™). Mr.
Rao is also a director of Hengtai Real Estate and Liancheng. As at the date of this report, Liancheng is
entitled to exercise the voting rights of an aggregate of 131,870,000 domestic shares of the Company.
Liancheng Fire Protection Group (Hong Kong) Company Limited (“Liancheng HK”), a wholly-owned
subsidiary of Liancheng, is the beneficial owner of 1,300,000 H shares of the Company. Liancheng is
owned by Hengtai Real Estate and Mr. Rao as to 90% and 10% respectively. Mr. Rao completed the
secretarial programme in Wenzhou University (U O O O ), and holds a master’s degree in economic
management from Zhejiang Normal University (O O O O 0O O). Prior to working in Hengtai Real
Estate, he worked at Bureau of Urban Planning of Jiangshan City in Zhejiang Province (I 00 OO 00 U
U 0000 0) as secretary, officer and vice chief of the Property Management Division. In addition,
he worked in government of Xujiang Town under Jiangshan City, Zhejiang Province (0 0 O 0O 0O O
0 0ddnh) as mayor of the town. Mr Rao joined the Company on 12 October 2009.

NON-EXECUTIVE DIRECTORS

Mr. Gong Xu Lin, aged 36, is the manager of Liancheng Fire-Fighting Group Company Limited (U
0000000 0000)(“Liancheng”). Prior to working with Liancheng, he has been an executive
of the Bureau of Justice in Jiangshan City (U U OO 0O U ). Mr. Gong graduated from Zhejiang Law
School (I O O O O 0O) and completed the law programme jointly organized by China Central Radio
& TV University (0 O 0O 0O 0O 0O O O) and China University of Political Science and Law (O O O O
0 0). Mr. Gong joined the Company on 7 August 2009.

Ms. Chai Xiao Fang, aged 47, is the financial controller and deputy general manager of Hengtai
Real Estate. Ms. Chai completed the training programs for senior manager and financial controller in
Tsinghua University in 2006. In addition, she completed the accountancy program in Zhejiang Province
Zhonghua Accountancy College (U 0 OO OO OO OO DO), the economic and management program
in Hangzhou University (U O U [ ), and the law program in China University of Geosciences (] U
000 0). Ms. Chai joined the Company on 30 July 2009.



PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Ms. Wang Xiang, aged 49, is the chief financial controller and deputy general manager of Shanghai
Huasheng. Prior to working in Shanghai Huasheng, Ms. Wang was the chief accountant and assistant
to the general manager of Shanghai Moshida Enterprise Development Company Limited (O O O O
gOoooooood). Ms. Wang completed the Economic Management Programme (O O O ) in
Nanjing Institute of Political Studies of the People’s Liberation Army of China (U D U O D ODOU
U 0O000), holds the degree of Master of Business Administration from InterAmerican University
and the professional postgraduate degree of Management Science and Engineering (0 O 0O 0O 0O O
1) from Shanghai University (IJ [J 0 [ ). She is a certified internal auditor under China Institute of
Internal Audit (U O O 0O 0O OO O) and a qualified accountant under Shanghai Light Industry Bureau
Intermediate Accounting Sector (U 0 OO OO OO OOODOO). She is also a certified senior business
operator recognized by the Occupational Skill Testing and Instruction Centre of China (O U U 0 [UJ
00000000 0O)and the State Senior Business Operator Assessment Committee (U O 0O 0O 0O 0O
00000 0). She is a qualified Chinese Certified Public Accountant as recognized by the Ministry
of Finance Chartered Public Accountant Examination Committee (U OO O OO O OOO0O O O).
She joined the Company in January 2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhang Cheng Ying, aged 64, was Secretary for the Zhejiang Provincial State-owned Assets
Supervision and Administration Commission (U U U 0O 0O 0O 0O 0O 0O 0O), and the commissioner and
deputy commissioner of the Ministry of Finance (I O [J ), and has various working experience in the
government departments of the People’s Republic of China (including Province Civil Air Defence Office
(00000000 ) and Finance Department of Zhejiang Province Finance Supervisory Commissioner
Office (U U DUODUOODOODOODODNOO)) during the years from 1971 to 2005. Mr. Zhang is
also the independent director of two other companies listed on the Shenzhen Stock Exchange, namely
China Garments Company Limited (U U U 0O 0O 0O 0O OO 0O ) and SOYEA Technology Co., Ltd (I UJ
gOooobdnoao).Mr Zhang completed the Industrial and Electrical Automation Programme (L U
U 0000O) in Zhejiang University (0 O O O ). Mr. Zhang joined the Company on 7 August 2009.

Mr. Chen Wen Gui, aged 77, graduated from Tsinghua University (O O 0 0 ) in July 1958 studying
engineering. Mr. Chen held senior posts in the fire fighting related companies, including Fire Prevention
and Fighting Bureau of the Ministry of Public Security of the PRC (U U U DO OOOOODOON)
and Fire Prevention and Fighting Association of the PRC (U0 OO OODOODOOO). Mr. Chen is
currently the honored chairman of Shenzhen Yinte Fire Prevention and Fighting Engineering Company
(000000 O0dUd) and senior consultant of Beijing Linglong Huang Travel Development
Company (OO UOODOOOODODO). Mr. Chen was the co-author of The Complete Guide of Fire
Fighting and Prevention in China (O O O O O O). Mr. Chen was appointed as an independent non-
executive Director in October 2000.

Mr. Yang Chun Bao, aged 53, graduated from Mcdonna University in Livonia Michigan in the U.S.
with a master degree in business administration in July 1999. Mr. Yang is a qualified accountant and
is the deputy supervisor with Shanghai Huashen Certified Public Accountants (U O D O OO OO O
0 0O00). Mr. Yang was appointed as an independent non-executive Director in October 2000.

Mr. Wang Guo Zhong, aged 51, graduated from Shanghai Fudan University with a bachelor degree in

law in April 1983. Mr. Wang is currently an officer of Shanghai Golden Horse Law Firm (O O 0O O
uododo). Mr. Wang was appointed as an independent non-executive Director in October 2000.

-10-



PROFILES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

QUALIFIED ACCOUNTANT AND COMPANY SECRETARY

Mr. Wong Kwan Pui, aged 50, is the qualified accountant and company secretary of the Company.
Mr. Wong is a graduate of the Hong Kong Polytechnic University in Accounting. Mr. Wong is an
associate member of the Hong Kong Institute of Certified Public Accountants. Mr. Wong has over
30 years of experience in international accounting and auditing, financial planning and management.
Mr. Wong joined the Company on 12 May 2006.

Supervisors

In accordance with Articles 124 of the Company’s Articles of Association, two-thirds of Supervisors
shall be elected at general meetings of the Company for a term of three years. The former Supervisors,
Mr. Tang Cheng, Mr. Wang Kou Cheng and Mr. Liu Xiong De, have all resigned from their positions.
New appointment of Supervisors is subject to the election at the Company’s general meetings.

COMPLIANCE OFFICER

As at 31 December 2008, the Company’s compliance officer was Mr. Wang Liang Fa, who has resigned
from office as at the date of this report. As at the date of this report, the compliance officer is Mr.
Rao Jun Xi, who is also a executive Director.

Senior Management

As at the date of this report, the senior management of the Company includes:

Mr. Mao Qian Meng, aged 55, is the Company’s deputy general manager. He was the general manager
of Xinjiang Yinjian Fire-fighting Equipment Factory (U 0 O 0 0O O 0O O 0O ) and Zhejiang Jiangshan

Fire-fighting Equipment Factory (U U U OO OO OO O O O 0O ). He joined the Company as deputy general
manager in May 2009.

- 11 -



CORPORATE GOVERNANCE REPORT

Pursuant to rule 18.44 (2) and Appendix 16 of the GEM Listing Rules, the Company wish to state
that it has complied with all code provisions set out in the Code on Corporate Governance Practices
contained in the Appendix 15 of the GEM Listing Rules (the “Code”) during the year.

(1) CORPORATE GOVERNANCE PRACTICES

The Company is committed to promoting good corporate governance, with the objectives of (i) the
maintenance of responsible decision making, (ii) the improvement in transparency and disclosure
of information to shareholders, (iii) the continuance of respect for the rights of shareholders
and the recognition of the legitimate interests of the shareholders, and (iv) the improvement in
management of risk and the enhancement of performance by the Company. The Company has
applied in Appendix 15 of the GEM Listing Rules with these objectives in mind.

(2) DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’ securities transactions on
terms no less exacting than the required standard of dealings as set out in Rules 5.48 to 5.67
of the GEM Listing Rules. Having made specific enquiry of the directors of the Company, all
directors have complied with the required standard of dealings and code of conduct regarding
securities transactions by directors.

BOARD OF DIRECTORS

At the date of this report, the Board comprises of 12 members, including five executive Directors,
Mr. Chen Shi Da, Mr. Hu Jing Hai, Mr. Zheng Yi Song, Mr. Zhou Jin Hui and Mr. Rao Jun Xi, three
non-executive Directors, Ms. Chai Xiao Fang, Mr. Gong Xu Lin and Ms. Wang Xiang, and four
independent non-executive Directors, Mr. Chen Wen Gui, Mr. Wang Guo Zhong, Mr. Yang Chun Bao
and Mr. Zhang Cheng Ying. Their term of office will end upon the conclusion of next annual general
meeting of the Company.

During the year ended 31 December 2008, the Board comprised of 11 members, including three executive
Directors, Mr. Jiang Zi Qiang, Mr. Liu Zhen Gen and Mr. Tang Heng Yi, five non-executive Directors,
Mr. Jiang Zhou, Mr. Li Zheng Li, Mr. Zhao Shu Guang, Mr. Chen Zhen Qiang and Ms.Li Min Zhi,
three independent non-executive Directors, Mr. Chen Wen Gui, Mr. Yang Chun Bao and Mr. Wang
Guo Zhong (the “Old Directors”). All the Old Directors, except Mr. Chen Wen Gui, Mr. Yang Chun
Bao and Mr. Wang Guo Zhong had resigned from the Board subsequent to 31 December 2006.

-12 -



CORPORATE GOVERNANCE REPORT

The Board conducted five meetings in 2009 to discuss and decide on development strategies, critical
operational matters, financial affairs and other matters stipulated in the articles of association of the
Company. The following table sets out the attendance of Directors’ meetings in 2009:

Directors Number of Meetings/Attendance
Executive Directors Zhou Jin Hui 5/5
Zheng Yi Song 5/5
Hu Jing Hai 5/5
Chen Shi Da 5/5
Rao Jun Xi 2/5
Non-executive Directors Chai Xiao Fang 5/5
Gong Xu Lin 5/5
Wang Xiang 5/5
Independent non-executive Directors Wang Guo Zhong 5/5
Chen Wen Gui 4/5
Yang Chun Bao 5/5
Zhang Cheng Ying 5/5

CHAIRMAN AND GENERAL MANAGER

During the year 2008, Mr. Jiang Zi Qiang and Mr. Shen Jian Zhong is chairman of the Board and
general manager respectively, which are two clearly defined positions. The chairman is responsible for
the operation of the Board while the general manager is in charge of ordinary business management.
The Articles of Association of the Company set out the respective functions of the chairman and the
general manager in detail.

As at the date of this report, chairman of the Board and general manager are Mr. Zhou Jin Hui and
Mr. Zheng Yi Song respectively.

EMOLUMENTS OF DIRECTORS

In 2008, none of Directors of the Company received emoluments for the year ended 31 December
2008. Details of emoluments of Directors are set out in Note 9 of the Financial Statements.

APPOINTMENT OF DIRECTORS

Directors of the Company are elected at general meetings with a term of three years for each session.
Directors can be re-elected upon expiration of the term. As at the date of this report, to cope with
shortage of Directors, the Board has elected several Directors with a term until the commencement
of the next general meeting where re-election would be conducted.

-13-



CORPORATE GOVERNANCE REPORT

AUDIT COMMITTEE

Pursuant to Rule 5.28 of the GEM Listing Rules, the Company has set up an audit committee according
to “A Guide For The Formation of An Audit Committee” compiled by the Hong Kong Institute of
Certified Public Accountants. In compliance with Rule of 5.29 of the GEM Listing Rules, the authority
and responsibility of the audit committee have been properly written out. The primary duties of the
audit committee are to review and monitor the Company’s financial reporting process and internal
control system. The audit committee for the year 2008 comprises of Chen Wen Gui, Mr. Wang Guo
Zhong and Yang Chun Bao, who are independent non-executive Directors. Yang Chun Bao possesses
appropriate professional qualification and financial experience.

Prior to this report, the Company has established an audit committee which is comprised of Yang
Chun Bao and Zhang Cheng Ying, who are independent nonexecutive Directors and Chai Xiao Fang,
who is a non-executive Director. Yang Chun Bao possesses appropriate professional qualification and
financial experience.

Two meetings have been conducted by the audit committee in 2009 for discussion of the operating
results, statements of affairs and significant accounting policies and internal auditing issues of the

Company for the year ended 31 December 2008, and taking advice of auditors.

The following table sets out the attendance of the committee’s meeting in 2009:

Committee members Attendance/Number of meetings
Yang Chun Bao 2/2
Zhang Cheng Ying 2/2
Chai Xiao Fang 2/2

REMUNERATION COMMITTEE

The Remuneration Committee of the Company for the year 2008 comprises of one executive Director,
Jiang Zi Qiang and two independent non-executive Directors, Yang Chun Bao and Wang Guo Zhong,
which is in compliance with the requirement of the GEM Listing Rules that independent non-executive
Directors should form the majority of the remuneration committee. Its primary responsibility is to make
proposals to the Board with respect to the overall remuneration policy and framework for Directors
and senior management of the Company and the establishment of formal and transparent procedure
for formulating the remuneration policy.

Prior to this report, the Company has established a Remuneration Committee which is comprised of

Yang Chun Bao and Zhang Cheng Ying, who are independent non-executive directors, and Zhou Jin
Hui, who is an executive Director.

- 14 -



CORPORATE GOVERNANCE REPORT

NOMINATION COMMITTEE

The Company has established the Nomination Committee according to the relevant provisions of the
GEM Listing Rules with written terms of reference. Its primary responsibilities include reviewing
and supervising the framework, number of members and composition of the Board and making
proposals to the Board in respect of any changes and identifying and nominating suitable persons for
appointment of Director.

As at 31 December 2008, the Nomination Committee comprises of one executive Director, Jiang Zi
Qiang and two independent non— executive Directors, Yang Chun Bao and Wang Guo Zhong, which
is in compliance with the requirement of the GEM Listing Rules that independent non-executive
Directors should form the majority of the nomination committee.

As at the date of this report, the Nomination Committee comprises of one executive Director, Zhou
Jin Hui and two independent non-executive Directors, Yang Chun Bao and Zhang Cheng Ying, which
is in compliance with the requirement of the GEM Listing Rules that independent non-executive
Directors should form the majority of the nomination committee.

AUDITORS’ REMUNERATION

CCIF CPA Limited and Ascenda Cachet CPA Limited (formerly Cachet Certified Public Accountants
Limited) (“CCIF and Cachet”) were the auditors of the Company for the year ended 31 December
2008. Other than annual auditing services, CCIF and Cachet did not provide non-auditing services
to the Company during the year.

Auditors’ remuneration for year ended 31 December 2008 is set out in note 6 of the Financial Statement.

Besides, the Company paid for auditors’ expenses of lodging, meals and traveling during the period
when the auditing services were provided.
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DIRECTORS’ REPORT

The Directors submit their report together with the audited financial statements for the year ended
31 December 2008.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activities of the Company are manufacturing and sale of fire-fighting equipment products
and provision of the related processing services. Analysis of the Company’s performance for the year
by geographic segment is set out in note 5 to the financial statements.

FINANCIAL STATEMENTS AND DIVIDENDS

The results of the Company for the year ended 31 December 2008 are set out in the income statement
on page 26.

The state of the Company’s affairs as at 31 December 2008 is set out in the balance sheet on page
217.

The Directors do not recommend the payment of a dividend for the year.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Company are set out in note 13 to the
financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company are set out in note 27 to the financial
statements.

RESERVES

Movements in the reserves of the Company during the year are set out in the statement of changes
in equity on page 28.

DISTRIBUTABLE RESERVES
Distributable reserves of the Company as at 31 December 2008, calculated under the Company Law

of the People’s Republic of China (the “PRC”), being the jurisdiction in which the Company was
established, amounted to RMB Nil.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of Association of the Company and there
was no restriction against such rights under the laws of the PRC, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

SUMMARY OF FINANCIAL INFORMATION

The summary of the results of the Company for the last four financial years is set out on page 82.

PURCHASE, SALE OF REDEMPTION OF LISTED SECURITIES

During the year, the Company did not purchase, sell or redeem any of the Company’s listed
securities.

SHARE OPTIONS

As at the date of this report, no option has been granted or agreed to be granted by the Company to
any of its Directors, Supervisors or employees of the Company.

DIRECTORS AND SUPERVISORS

The Directors and Supervisors who held office as at 31 December 2008 are:

Executive Directors

Jiang Zi Qiang, Mr. Jiang was appointed as an executive Director and the Chairman of the Company
on 18 October 2000 and has been removed by the Board on 30 July 2009 due to his incapability of
performing his duties.

Liu Zhen Gen, Mr. Liu was appointed as an executive Director in December 2006 and has been
resigned from office on 30 July 2009.

Chen Yun, Mr. Chen was appointed as an executive Director in May 2008 and has been resigned from
office on 12 October 2009.

Non-executive Directors

Jiang Zhou, Mr. Jiang was appointed as a non-executive Director in October 2000 and has been
resigned from office on 7 August 2009.

Chen Zhen Qiang, Mr. Chen was appointed as a non-executive Director in September 2002 and has
been resigned from office on 7 August 2009.

Li Zheng Li, Mr. Li was appointed as a non-executive Director in December 2006 and has been
resigned from office on 7 August 2009.

Zhao Shu Guang, Mr. Zhao was appointed as a non-executive Director in October 2000 and has been
resigned from office on 12 October 2009.

Li Min Zhi, Ms. Li was appointed as a non-executive Director in May 2007 and has been resigned
from office on 7 August 2009.
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Independent Non-executive Directors

Chen Wen Gui, Mr. Chen was appointed as an independent non-executive Director in October 2000.
Yang Chun Bao, Mr. Yang was appointed as an independent non-executive Director in October
2000.
Wang Guo Zhong, Mr. Wang was appointed as an independent non-executive Director in October
2000.

Supervisors

Mr. Tang Cheng
Mr. Wang Kou Cheng
Mr. Liu Xiong De

The Directors who held office up to the date of this report are:

Executive Directors

Zhou Jin Hui
Zheng Yi Song
Chen Shi Da
Hu Jing Hai
Rao Jun Xi

Non-executive Directors

Chai Xiao Fang
Gong Xu Lin
Wang Xiang

Independent Non-executive Directors
Wang Guo Zhong

Chen Wen Gui

Yang Chun Bao

Zhang Cheng Ying

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Brief biographical details of Directors, Supervisors and senior management are set out on page 8§ to
page 11.
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DIRECTORS’ REPORT

DIRECTORS’ SERVICE CONTRACTS

Up to the date of this report, each of the Directors has entered into a service contract with the Company
for a term from the date of appointment as a Director, as the case may be, to the date of the first
general meeting after the appointment when the re-election is conducted.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS

Apart from the Directors’ and Supervisors’ service contracts disclosed above, no contracts of significance
in relation to the Company’s business to which the Company was a party and in which a Director or
a Supervisor of the Company had a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2008, the interests and short positions of the Directors of the Company in the
shares, underlying shares and debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQO”)) as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the minimum standards of dealing by directors as referred to in Rule
5.46 of the Rules Governing the Listing of Securities on the GEM (the “GEM Listing Rules”), were
as follows:

Long positions in shares of the Company

Approximate
percentage of
Number of total issued
Name Capacity shares share capital
(Note 1)
Mr. Li Zheng Li Beneficial owner 15,144,375 8.08%
Mr. Jiang Zhou Beneficial owner 13,190,000 7.04%
Ms. Li Min Zhi Beneficial owner 7,098,750 3.79%
Note:
1. All represented domestic shares of the Company.
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Save as disclosed above, as at 31 December 2008, none of the Directors of the Company has any
interests and short positions in the shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the minimum standards of dealing by directors as referred to in Rule
5.46 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2008, the register of substantial shareholders maintained by the Company pursuant
to Section 336 of the SFO shows that the following shareholders had notified the Company of relevant
interests and short positions in the issued share capital of the Company:

Approximate
percentage of

Name of Number of total registered

Shareholders Capacity shares share capital

Liancheng Fire-Fighting Beneficial owner 87,534,735 (Note 1) 46.70%
Group Company Limited

Zhejiang Hengtai Real estate Held by controlled 87,534,735 (Note 1) 46.70%
Joint Stock Co., Ltd. corporation
(Note 2)

Mr. Zhou Jin Hui (Note 2) Held by controlled 87,534,735 (Note 1) 46.70%

corporation

Victory Investment China Beneficial owner 16,628,000 8.87%
Group Ltd.

Mr. Li Zheng Li Beneficial owner 15,144,375 (Note 1) 8.08%

Mr. Jiang Zhou Beneficial owner 13,190,000 (Note 1) 7.04%

Notes:

1. All represented domestic shares of the Company.

2. The 87,534,735 shares were held by Liancheng Fire-Fighting Group Company Limited. Zhenjiang Hengtai Real Estate

Joint Stock Co., Ltd. owns 90% of Liancheng Fire-Fighting Group Company Limited and Mr. Zhou Jin Hui owns 58%
of Zhenjiang Hengtai Real Estate Joint Stock Co., Ltd. Accordingly, Zhenjiang Hengtai Real Estate Joint Stock Co., Ltd.
and Mr. Zhou Jin Hui were deemed to be interested in 87,534,735 shares in the Company.
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Save as disclosed above, the Company has not been notified of any other relevant interests representing
5 percent or more in the issued shares capital of the Company as at 31 December 2008.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of
the business of the Company was entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the year attributable to the Company’s major customers
and suppliers are as follows:

Sales

- the largest customer 46%
- five largest customers combined 71%
Purchases

- the largest supplier 16%
- five largest suppliers combined 56%

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by directors on terms no
less exacting than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all Directors, all Directors confirmed they have complied with
the required standard set out in the required standard of dealings and the code of conduct regarding
securities transactions by Directors adopted by the Company.

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 annual report.
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CONNECTED TRANSACTION

The connected transactions undertaken by the Company are set out in note 32 to the financial
statements. The Company has issued an announcement in connection with the sale of fire extinguisher
steel cylinders and aluminum cylinders to the subsidiaries of Huasheng Enterprises Company Limited
(the Company’s former controlling shareholder). Save for the above, the independent non-executive
Directors have examined and confirmed that:

(1) these transactions were executed in the ordinary and usual course of business of the
Company;

(ii)  these transactions were executed on normal commercial terms or on terms not less favorable
than those given to (or obtained from, wherever applicable) independent third parties (if no
comparable transaction can be referred to judge whether the transaction was executed on normal
commercial terms); and

(iii) these transactions were executed in accordance with the relevant agreement governing them
on terms that are fair and reasonable and in the interest of the Company’s shareholders as a
whole.

The aggregate amount of each of these transactions has not exceeded the cap amount set out in the
waiver letter granted by the Stock Exchange in this regard.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

None of the Directors, the management shareholders of the Company and their respective associates
(as defined in the GEM Listing Rules) has any interest in any business that directly or indirectly
competes with the business of the Company or has any other conflicts of interest.

AUDITORS
CCIF CPA Limited (“CCIF”) and Ascenda Cachet CPA Limited (formerly Cachet Certified Public

Accountants Limited) (“Cachet”) were auditors of the Company for the years ended 31 December
2004, 2005, 2006, 2007, 2008 and 2009.

On behalf of the Board
Zhou Jin Hui
Chairman
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INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF

SHANGHAI QINGPU FIRE-FIGHTING EQUIPMENT CO., LTD.
LEERERSEMRGERL A

(A joint stock limited company established in the People’s Republic of China)

We have audited the financial statements of Shanghai Qingpu Fire-Fighting Equipment Co., Ltd. set
out on pages 26 to 81, which comprise the statement of financial position as at 31 December 2008,
and the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. This
report is made 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.

Except for the limitation in the scope of our work as explained below, 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 as to whether the financial statements are free from
material misstatement.

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

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

Scope limitation — prior year’s audit scope limitation affecting opening balances and comparative
figures

As detailed in the auditors’ report dated 23 November 2010, the auditors disclaimed their opinion
arising from limitation of scope on the Company’s financial statements for the year ended 31 December
2007 because of the significance of the possible effects of the limitations in evidence made available
to the auditors that, in particular, the auditors were unable to obtain direct confirmations and other
sufficient evidence in respect of the trade payables of approximately RMB12,776,000 as stated in the
statement of financial position as at 31 December 2007. Any adjustments that might have found to be
necessary in respect thereof had the auditors obtained sufficient and appropriate evidence would have
had a consequential effect on (i) the net liabilities of the Company as at 31 December 2007 and (ii)
the Company’s loss and cash flows for the current year and the prior year and the related disclosures
in the financial statements. In respect of the limitation of scope in prior year in the areas as described
above, we were not able to express our opinion as to whether the balances brought forward as at 1
January 2008 and the comparative figures were fairly stated in the financial statements.

Scope limitation — trade payables

We have been unable to obtain certain direct confirmations and other sufficient evidence in respect of
the trade payables of approximately RMB10,905,000 as stated in the statement of financial position
as at 31 December 2008. In the absence of other satisfactory audit procedures, we were unable to
satisfy ourselves as to whether the balance of trade payables is fairly presented in these financial
statements.

Any adjustments that might found to be necessary in respect of the matters referred to above would
have consequential effects on the loss and cash flows of the Company for the year ended 31 December
2008 and its net liabilities as at 31 December 2008 and the related disclosures in the financial
statements.

Qualified opinion arising from limitation of scope

In our opinion, except for the effects of such adjustment, if any, as might have been determined to be
necessary had we been able to satisfy ourselves as to trade payables, the financial statements give a
true and fair view of the state of the Company’s affairs as at 31 December 2008 and of its loss and
cash flows for the year then ended in accordance with International Financial Reporting Standards. In
all other respects, in our opinion, the financial statements have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies Ordinance.
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Without further qualifying our opinion, we draw attention to the following:

. Note 2(a) to the financial statements concerning the adoption of the going concern basis on
which the financial statements have been prepared. As explained in note 2(a) to the financial
statements, the financial statements have been prepared on the going concern basis, the validity
of which depends upon the ongoing financial support from the immediate holding company,
the Company’s ability to generate sufficient cash flows from future operations to cover the
Company’s operating costs and the outcome of the negotiations with banks to extend the
repayment schedule and waiver of certain portion of the liabilities due to them. The financial
statements do not include any adjustments that would result from the failure of such measures.
Details of the circumstances relating to this material uncertainty which may cast significant
doubt on the Company’s ability to continue as a going concern are described in note 2(a) to
the financial statements.

. As detailed in the auditors’ report dated 23 November 2010, the auditors disclaimed their
opinion on the Company’s financial statements for the year ended 31 December 2007 because
of the significance of the possible effects of the limitations in evidence made available to the
auditors that, in particular, the auditors were unable to obtain certain direct confirmations and
other sufficient evidence in respect of the trade receivables as at 31 December 2007. In addition,
the Company was unable to obtain certain bank statements of bank accounts opened in name
of the Company by the former chairman of the Company for the purpose of the bank loans as
explained in note 22(c) to that financial statements. In the absence of these bank statements,
the auditors were unable to ascertain whether transactions, if any, in these bank accounts had
been properly accounted for in the financial statements. Any adjustments that might have
found to be necessary in respect thereof had the auditors obtained sufficient and appropriate
evidence would have had a consequential effect on (i) the net liabilities of the Company as at
31 December 2007 and (ii) the Company’s loss and cash flows for the prior year and the related
disclosures in the financial statements.

Ascenda Cachet CPA Limited CCIF CPA Limited

Certified Public Accountants Certified Public Accountants

Hong Kong, 3 December 2010 Hong Kong, 3 December 2010

Chan Yuk Tong Betty P.C. Tse

Practising Certificate Number P03723 Practising Certificate Number P03024
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2008

(Expressed in Renminbi)

2008 2007
Note RMB’000 RMB’000
Turnover 5 31,604 38,302
Cost of sales (30,890) (36,600)
Gross profit 714 1,702
Other revenue and income 6 1,704 1,321
Write off on trade receivables 16(a) (38) (320)
Write off on deposits and prepayments 17(b) - (202)
Impairment loss on loans receivable
from former controlling shareholder 18 (1,009) (1,235)
Provisions for loss on financial guarantees 24(a) (882) (887)
Reimbursement receivables for loss
on financial guarantees 19 882 887
Impairment loss on reimbursement receivables
for loss on financial guarantees 19 (697) (825)
(697) (825)
Distribution costs (1,313) (1,463)
Administrative expenses (6,424) (8,270)
Loss from operations (7,063) (9,292)
Finance costs 7(a) (523) (530)
Loss before tax 7 (7,586) (9,822)
Income tax 8 - -
Loss for the year and total
comprehensive loss for the year (7,586) (9,822)
Loss for the year and total
comprehensive loss for the year
attributable to owners of the Company (7,586) (9,822)
Loss per share (RMB) 12
— Basic (cents) (4.1) (5.2)
— Diluted (cents) (4.1) (5.2)

The accompanying notes form an integral part of these financial statements.

-26 -



STATEMENT OF FINANCIAL POSITION
As at 31 December 2008

(Expressed in Renminbi)

2008 2007
Note RMB’000 RMB’000
Non-current assets
Property, plant and equipment 13 16,214 18,451
Lease premiums for land 14 744 762
16,958 19,213
Current assets
Inventories 15 3,273 6,521
Trade receivables 16 12,401 11,250
Lease premiums for land 14 18 18
Prepayments, deposits and other receivables 17 684 1,355
Loans receivable from former controlling
shareholder 18 14,781 19,508
Reimbursement receivables for loss on
financial guarantees 19 7,867 11,878
Cash and cash equivalents 21 559 1,201
39,583 51,731
Current liabilities
Bank loans 22 28,650 33,730
Trade payables 23 10,905 12,776
Other payable and accruals 24 43,019 45,008
Due to former related companies 25 9,828 7,497
(92,402) (99,011)
Net current liabilities (52,819) (47,280)
Total assets less current liabilities (35,861) (28,067)
Non-current liabilities
Deferred revenue 26 - (208)
NET LIABILITIES (35,861) (28,275)
EQUITY
Equity attributable to owners of the Company
Share capital 27 18,743 18,743
Reserves 28 (54,604) (47,018)
CAPITAL DEFICIENCY (35,861) (28,275)

Approved and authorised for issue by the board of directors on 3 December 2010

On behalf of the board

Director Director

The accompanying notes form an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2008

(Expressed in Renminbi)

As at 1 January 2007
Total comprehensive loss for the year

Appropriation

As at 31 December 2007 and 1 January 2008
Total comprehensive loss for the year

Appropriation

As at 31 December 2008

Statutory Discretionary

Share Share Capital reserve  common Accumulated
capital  premium reserve funds reserve fund losses Total
RMB’000  RMB’000  RMB'000 ~ RMB'000  RMB’000  RMB’000  RMB’000
18,743 10,910 (2,149) 3,734 1,500 (51,191)  (18,453)
- - - - - (9,822) (9,822)
- - 208 - - (208) -
18,743 10,910 (1,941) 3,734 1,500 (61,221)  (28,275)
- - - - - (7,586) (7,586)
- - 208 - - (208) -
18,743 10,910 (1,733) 3,734 1,500 (69,015)  (35,861)

The accompanying notes form an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2008

(Expressed in Renminbi)

Note
Cash flows from operating activities
Loss before taxation
Adjustments for:
Amortisation of lease premiums for land 7(c)
Depreciation of property, plant and equipment 7(c)
(Gain)/loss on disposal of property, plant and
equipment 6, 7(c)
Amortisation of government grant 6
Write off on trade receivables 16
Write off on deposits and prepayments 17(b)
Impairment loss on loans receivable from
former controlling shareholder 18
Impairment loss on reimbursement receivables 19
Interest income 6
Finance costs 7(a)

Operating loss before changes in working capital

Decrease in inventories

(Increase)/decrease in trade receivables

Decrease in prepayments, deposits and other
receivables

Decrease in trade payables

(Decrease)/increase in other payables and accruals

Increase in amounts due to former related companies

Cash (used in)/generated from operations

PRC enterprise income tax

Net cash (used in)/generated from operating
activities
Cash flows from investing activities
Payment for purchase of property, plant
and equipment
Proceeds from sale of property, plant and
equipment
Interest received 6

Net cash generated from/(used in) investing
activities

Cash flows from financing activities
Interest paid 7(a)
Repayments of bank loans

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December 21

2008 2007
RMB’000 RMB’000
(7,586) (9,822)
18 18
2,178 2.265
(27) 53
(208) (208)
38 320

- 202
1,009 1,235
697 825
(2) (3)

523 530
(3,360) (4,585)
3,248 455
(1,189) 2,054
671 2,051
(1,871) (3,505)
(3,271) 141
5,645 5,530
(127) 2,141
(127) 2,141
(32) (314)
118 40

2 3
88 (271)
(523) (530)
(80) (820)
(603) (1,350)
(642) 520
1,201 681
559 1,201

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2008

1. GENERAL INFORMATION

Shanghai Qingpu Fire-Fighting Equipment Co., Ltd. (the “Company”) was established in The
People’s Republic of China (the “PRC”) as a collective enterprise under the name of Shanghai
Qingpu Fire-Fighting Equipment Factory (“U OO 0O OO 0O OO ). In 1999, it was transformed
into a limited liability company. Through a series of equity transfers and capital injections in
2000, the Company was transformed into a joint stock limited liability company on 1 December
2000 and renamed as Shanghai Qingpu Fire-Fighting Equipment Co., Ltd. (“0 000000
ooooooo?).

On 30 June 2004, 55,560,000 new H shares in the Company were issued and listed on the
Growth Enterprise Market (the “GEM”) of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange™).

Since 30 June 2004 and up to August 2008, D O 00O O 0O @I 0O)O OO O (“Shanghai Huasheng™)
who held 33.7% equity interest of the Company is considered as the former controlling shareholder
of the Company. During the same period, Shanghai Huasheng considered J U 0 O 00O 0O OO
OO0 (“0000O7) as its parent company.

During 2008, DO O 0OOOOODOODOO (“Liancheng”) acquired the entire domestic shares
of the Company. Liancheng is currently holding around 70% equity interest of the Company.
Liancheng considered D 0 0O O O0OOOOO (“O00O0O?”) as its parent company.

The principal activities of the Company are the manufacture and sale of fire fighting equipment
products.

2. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of preparation of the financial statements

Items included in the financial statements of the Company are measured using the currency
that best reflects the economic substance of the underlying events and circumstances
relevant to the Company. These financial statements are presented in Renminbi (“RMB”),
rounded to the nearest thousand except for per share data. Renminbi is the Company’s
functional and presentation currency.

The measurement basis used in the preparation of the financial statements is the histo