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China Liansu is a leading manufacturer of plastic pipes and pipe fittings
in the PRC, which is listed on the main board of the Stock Exchange
(stock name: China Liansu, stock code: 2128). The Group has 14 major
production bases located variously in Guangdong, Guizhou, Sichuan,
Hubei, Jiangsu, Henan, Hebei, Heilongjiang, Jilin, Shaanxi and Xinjiang
and a sales network covering the whole country. These production
bases and sales network are strategically distributed all over China such
that the Group can provide quality products and meticulous services to
customers in a timely manner.

China Liansu is able to provide the most comprehensive range of
plastic pipes and pipe fittings to the market. These products are
widely used in areas such as water supply, drainage, power supply
and telecommunications, gas supply, floor heating, fire prevention
and agriculture. The Group has expanded to home building material
products such as sanitary products, holistic kitchen, and plastic-steel
doors and windows.

China Liansu is a one-stop solution provider that offers consultation,
design, implementation and after-sales services to customers. By
getting involved in projects at their initial stage, the Group helps
customers to formulate comprehensive, total solutions.
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FIVE-YEAR FINANCIAL SUMMARY
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201201 20110 201000 200901 20081
2012 2011 2010 2009 2008
goooa goooao ooooad goooad goooad
od =E i -‘f B'000 RMB’000 RMB’000 RMB’000 RMB’000
{
od =EE E 10,891,363 10,143,296 7,711,532 5,322,244 3,618,526
|
ogoooo ~_F BEF._‘ E Q‘ 1,482,219 1,556,933 1,373,516 799,414 170,741*
oooog Income tax expense (251,008) (296,237) (241,333) (155,443) (34,827)*
sujs]s . F Fu_ "6 EA_ 1231271 1,260,696 1,132,183 643,971 135914
goooooo Profit attributable to:
oooooo Owners of the Company 1,238,322 1,260,758 1,132,183 643,971 135,481
ooooo Non-controlling interests (7,051) (62) - - 433
1,231,211 1,260,696 1,132,183 643,971 135,914
0120 3]rD
Ast Df'Co' ‘0
20120 201100 20100 20090 20080
2012 2011 2010 2009 2008
goooa goooao ooooad goooad goooad
good FL A CAl, A -‘:’ B'000 RMB’000 RMB’000 RMB’000 RMB’000
oo A E
goooaa Non-current assets 4,669,883 3,284,886 2,014,162 1,542,951 948,422
oooo Current assets 5,112,903 4,506,649 3,614,638 1,955,800 1,180,933
oooog Total assets 9,782,786 7,791,535 5,628,800 3,498,751 2,129,355
oo {AB{ E
gooog Non-current liabilities 1,715,992 1,770,979 216,605 941,726 63,393
oooog Current liabilities 2,038,876 1,033,191 1,407,744 1,515,037 1,641,848
oooo Total liabilities 3,754,868 2,804,170 1,624,349 2,456,763 1,705,241
gooomooo AECFQE A E /
oa ( ABY E) 3,074,027 3,473,458 2,206,894 440,763 (460,915)
oo E M
gooooog Eqdity attributable to owners
gooo of the Company 6,010,033 4,986,975 4,004,451 1,041,988 424114
goooa Non-controlling interests 17,885 390 - - -
oooo Total equity 6,027,918 4,987,365 4,004,451 1,041,988 424114
oono Note:
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The Group's historical financial information for the years ended 31 December 2008
and 2009 was extracted from the Prospectus.

* The effect of discontinued operations was considered.
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CHAIRMAN'S STATEMENT
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In 2012, against the backdrop of the Eurozone debt crisis and the
Chinese government's credit tightening policies, China Liansu faced
a challenging operating environment in terms of market demand.
Nevertheless, the Group managed to respond effectively to changing
market trends by fully capitalising on its sales network, its research and
development capabilities with new products and new technologies,
as well as its focused strategy of target marketing and careful brand
management. As a result, China Liansu today enjoys steady growth
and continues to create value for the Shareholders.

For the year ended 31 December 2012, the Group recorded revenue
of RMB10,891 million, an increase of 7.4% from RMB10,143 million
in 2011. Profit attributable to owners of the Company was RMB1,238
million in 2012, a decrease of 1.8% from RMB1,261 million in 2011.
The Board recommended the payment of a final dividend of HK12
cents per share for the year ended 31 December 2012.

Looking back at 2012, the Eurozone debt crisis continued to be a
drag on the global economic recovery, while the Chinese government
set a cautious target for steady economic growth. Credit tightening
policies were also implemented, which affected the investments in
fixed assets, putting pressure on the plastic pipe industry. However,
the Chinese government has carried out various supportive measures
during the year, to actively promote the construction of infrastructure,
including housing units for social security recipients, infrastructure in
cities and towns, as well as the development of new villages and water
infrastructure. All these will generate steady demand for the Group’s
products.

In light of 2012's challenging business environment, the Group, as
an industry leader, has remained dedicated to strengthen its existing
sales network, and has further solidified its foothold in third and fourth
tier cities. The Group has also continued to enhance its production
capacity. All of these initiatives have helped to build a solid foundation
for long-term development and success.

Given today’s growing popularity with fitted-out properties, the Group
placed great efforts in developing a range of home building material
products like plastic-steel doors and windows as well as sanitary
products and holistic kitchen during the year under review. In order
for the Group’s new business of home building materials and the
internationalisation of its businesses, the Group plans to enhance the
brand trademark with essential messages of “Link, Ease, Safe, Share
and Open” in 2013. The Group is now gradually launching products that
incorporate those brand essences, and these are expected to become
its primary revenue drivers.
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CHAIRMAN'S STATEMENT (Continued)

Looking forward, the Group aims to leverage strategic planning in its
market coverage, expand its sales network nationwide, continue the
internationalisation of its businesses, initiate the orderly expansion
and optimisation of capacity, develop new products and move toward
more focused branding. Using these tools, the Group will continue
to effectively respond to market demand, enhance brand awareness,
fortify its market-leading position and strengthen its international
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BIOGRAPHICAL DETAILS OF
DIRECTORS AND SENIOR MANAGEMENT
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EXECUTIVE DIRECTORS

Mr. Wong Luen Hei, aged 50, is the founder of the Group, the
chairman of the Company and was appointed as an executive director
of the Company on 5 November 2009. He is also a director of various
companies in the Group. He is primarily responsible for the Group's
overall strategic planning and business management. Mr. Wong has
approximately 16 years of experience in plastic pipe operations and
management. He served as the chairman in Shunde Liansu Industrial
from December 1996 to April 1999 and was awarded “Outstanding
Private Entrepreneur of Shunde” by Shunde People’s Government of
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
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EXECUTIVE DIRECTORS (continued)

Mr. Lai Zhigiang, aged 46, is a vice president of the Group and was
appointed as an executive director of the Company on 27 February
2010. He is also a director of various companies in the Group. He is
primarily responsible for the production and technical management
of the Group. Mr. Lai has approximately 16 years of experience in the
plastic pipe industry and served as a workshop manager of Shunde
Liansu Industrial from December 1996 to November 1999. Mr. Lai
joined the Group in December 1999 and has held various positions in
production management since joining the Group.

Mr. Kong Zhaocong, aged 47, is a vice president of the Group and
was appointed as an executive director of the Company on 27
February 2010. He is also a director/general manager/supervisor of
various companies in the Group. Mr. Kong is primarily responsible
for the China's sales of the Group and has approximately 19 years
of experience in the plastic pipe industry. Mr. Kong joined the Group
in December 1999 and has held various positions in production
management and sales since joining the Group. Prior to joining the
Group, Mr. Kong served as a factory manager at Foshan City Dongjian
Plastic Materials Factory from March 1993 to January 1999 and served
as a manager in the production department of Shunde Liansu Industrial
from January 1999 to November 1999.

Mr. Chen Guonan, aged 45, is a vice president of the Group and was
appointed as an executive director of the Company on 27 February
2010. He is also a director of various companies in the Group. He is
primarily responsible for the management of the quality control of
the Group. Mr. Chen has approximately 23 years of experience in the
plastic pipe industry. Mr. Chen joined the Group in December 1999 and
has held various positions in production management and engineering
since joining the Group. Prior to joining the Group, Mr. Chen was a
manufacturing engineer in the technology department at Guangdong
Province Zhaoging Gaojiang Plastic Products Co., Limited from July
1989 to July 1993. From July 1993 to September 1999, he was a
deputy factory manager at Foshan City Dongjian Plastic Materials
Factory. Mr. Chen served as a production manager of Shunde Liansu
Industrial from September 1999 to November 1999. Mr. Chen has
been a deputy secretary general of Plastic Pipe Special Committee of
China Plastics Processing Industry Association since 2005. Mr. Chen
obtained a bachelor degree in polymer chemical from South China
University of Technology in July 1989.
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EXECUTIVE DIRECTORS (continued)

Dr. Lin Shaoquan, aged 37, is a vice president of the Group and was
appointed as an executive director of the Company on 27 February
2010. He is also a director of various companies in the Group. Dr. Lin is
primarily responsible for the research and development and overseas
sales of the Group. Dr. Lin has approximately 10 years of experience in
the plastic pipe industry. Dr. Lin joined the Group in July 2002 and has
held various positions in research and development and overseas sales
since joining the Group. Over the years, Dr. Lin has won various awards
including “National May First Labor Medal” by All China Federation of
Trade Unions in 2006. Dr. Lin received a doctorate degree in polymer
chemical and physics from Sun Yat-sen University in June 2002.

Mr. Huang Guirong, aged 37, is a vice president of the Group and was
appointed as an executive director of the Company on 27 February
2010. He is also a director/general manager/supervisor of various
companies in the Group. Mr. Huang is primarily responsible for the
overall management of the factories and production facilities of the
Group and has approximately 16 years of experience in the plastic
pipe industry. Mr. Huang joined the Group in December 1999 and has
held various positions in production management since joining the
Group. Prior to joining the Group, Mr. Huang served as a deputy factory
manager at Foshan City Dongjian Plastic Materials Factory from 1996
until 1999 and served as a deputy manager of the plastic production
department of Shunde Liansu Industrial from June 1999 to November
1999. Mr. Huang completed a program of marketing from Hubei
University of Technology from September 2001 to July 2005.

Mr. Luo Jianfeng, aged 41, was appointed as an executive director
of the Company on 2 April 2010. He is also a supervisor of various
companies in the Group. Mr. Luo has approximately 19 years of
experience in accounting and worked at Shunde City Accounting Firm
from July 1993 to March 1996, Guangdong Dezheng Accounting
Firm with Limited Liability from April 1996 to December 2001 and
Guangdong Gongcheng Accounting Firm from January 2002 to
December 2007. Since January 2008, Mr. Luo has been working
for Foshan City Zhongzhengcheng Accounting Firm Co., Limited as
a certified public accountant. Mr. Luo is a member of The Chinese
Institute of Certified Public Accountants and is currently an independent
director of Winowner Group Co., Ltd. (stock code: 600681), which is
listed on the Shanghai Stock Exchange. Mr. Luo obtained a bachelor
degree in economics from Guangdong University of Business Studies
in June 1993.
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NON-EXECUTIVE DIRECTOR

Mr. Lin Dewei, aged 52, was appointed as a non-executive director
of the Company on 27 February 2010. Mr. Lin has approximately 18
years of experience in the legal field and worked as a part-time lawyer
at various PRC law firms between 1995 and 2001. Since 2001, Mr. Lin
had been practising as a lawyer at Guangdong Everwin Law Office and
became a partner at the firm in 2004. Mr. Lin was an arbitrator of the
Guangzhou City Arbitration Commission in 2003.

Mr. Lin Dewei is currently a director and shareholder of Guangzhou
Yuegao Patent Trademark Agency Co., Ltd. (“Yuegao Patent”) and
Guangzhou Yuegao Trademark Agency Co., Ltd. (collectively known as
“Yuegao”). As the Group has entered into various agency agreements
with Yuegao for it to carry out trademark registrations, patent
applications and other related matters, Mr. Lin is not independent from
the Group. The reasons for his appointment as a non-executive director
are due to his professional qualifications and knowledge of PRC laws, as
well as his practical experience in the legal field.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Bai Chongen, aged 49, was appointed as an independent non-
executive director of the Company on 27 February 2010. Dr. Bai is
currently a Mansfield Freeman professor of economics, an associate
dean and chairman of the department of Economics in the School
of Economics and Management of Tsinghua University. Dr. Bai is
a director of the National Institute for Fiscal Studies at Tsinghua
University. Dr. Bai serves as an independent director of China-Singapore
Suzhou Industrial Park Development Group Co., Ltd. and New China
Trust Co., Ltd.. Dr. Bai had been an independent non-executive director
of China CITIC Bank Corporation Limited (stock code: 998), which is
listed on the Stock Exchange, from December 2006 to October 2012.
Dr. Bai obtained a doctorate degree in mathematics from University
of California, San Diego in September 1988 and a doctorate degree in
economics from Harvard University, US in June 1993.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

(Continued)

Mr. Fung Pui Cheung, aged 64, was appointed as an independent non-
executive director of the Company on 27 February 2010. Mr. Fung
is currently practising as a sole proprietor in the name of P C Fung
& Company, a certified public accountants firm, and is a director in
Pan-China (H.K.) CPA Limited (formally known as NCN CPA Limited).
Mr. Fung is a member of the Hong Kong Institute of Certified Public
Accountants. Mr. Fung is currently an independent non-executive
director and a member of the audit committee of Vantage International
(Holdings) Limited (stock code: 15), which is listed on the Stock
Exchange. He is a member of the Financial Reporting Review Panel and
Inland Revenue Department’'s Users’ Committee. Given most of Mr.
Fung's directorships or positions with other companies or associations
are not full-time in nature, and Mr. Fung will not be involved in the day-
to-day operation and management of the Company, he has confirmed
that he would be able to allocate sufficient time to discharge his duties
and responsibilities to the Company. Mr. Fung obtained a master
degree in arts from Antioch University, US in March 1987.

Mr. Wong Kwok Ho Jonathan, aged 39, was appointed as an
independent non-executive director of the Company on 27 February
2010. Since 2002, Mr. Wong has been practising as a barrister of the
High Court in Hong Kong specialising in both civil and criminal litigation.
Mr. Wong is a member of The Chartered Institute of Arbitrators. Mr.
Wong obtained a bachelor degree in business administration from
Hawaii Pacific University in August 1997 and a bachelor degree in
law from City University of Hong Kong in November 2001. Mr. Wong
received a postgraduate certificate in laws from City University of Hong
Kong in July 2002.

Mr. Cheung Man Yu, aged 38, was appointed an independent non-
executive director and a member of the audit committee of the
Company on 31 December 2012. Mr. Cheung obtained a bachelor
degree in arts with major in accountancy from The Hong Kong
Polytechnic University and is a member of Hong Kong Institute
of Certified Public Accountants. Mr. Cheung has over 15 years of
experience in financial management and financial services. Mr. Cheung
is currently the vice general manager of a media company in the PRC.
Mr. Cheung was employed at the audit department of Ernst & Young,
an international accounting firm, from 2000 to 2004. Mr. Cheung had
been a vice president or director at the respective investment banking
division of BNP Paribas Capital (Asia Pacific) Limited, UBS AG and J.P.
Morgan securities (Asia Pacific) Limited from 2004 to 2011. From 2011
to 2012, Mr. Cheung was a vice president of a company which is listed
on the Stock Exchange.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

(Continued)

Mr. Gao Lixin, aged 49, was appointed an independent non-executive
director and a member of the nomination committee of the Company
on 31 December 2012. Mr. Gao, a senior engineer, obtained a bachelor
degree in urban gas energy supply engineering from Chongqing
Institute of Architectural Engineering in July 1985. Mr. Gao is currently
the head of The Technology Development Promotion Centre of
Ministry of Housing and Urban-Rural Development, mainly responsible
for technology policies, standards and specifications, research in
applied technology in the areas of housing and urban-rural development
as well as the assessment of new technology and new product and its
promotion.

Mr. Gao is the deputy head of The Plastic Pipe Experts Team for
National Chemical Building Material’s Coordination Group, a member
of Applied Technology Advisory Committee for New-Type Building
Material Products of Ministry of Housing and Urban-Rural Development,
deputy secretary-general of Municipal Water Supply and Drainage
Standardisation Technical Committee for Ministry of Housing and
Urban-Rural Development, a member of Gas Standardisation Technical
Committee for Ministry of Housing and Urban-Rural Development, and
a member of National Standardisation Technical Committee of Plastic
Products.

Mr. Gao has taken part in 6 national programs for science and
technology development and key projects in the national science
& technology pillar programs such as “Key technology research on
new type of pipe network system in the city”. He also served as the
editor in chief of 7 national and industrial standards, namely “Buried
polyethylene piping systems for the supply of gaseous fuels-Part 1:
Pipes” (GB 15558.1-2003), “Technical specification for polyethylene
fuel gas pipeline engineering” (CJJ 63-2008), “Technical specification
for buried plastic pipeline of sewer engineering” (CJJ 143-2010),etc.
He published 15 academic papers, and was engaged in 4 preparation
work for technical announcements, such as announcement No. 659
“Announcement published by the Ministry of Construction concerning
“Eleventh Five-Year"” promotion and constraints on prohibited
technologies in use (the first batch)” by the Ministry of Construction.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)

SENIOR MANAGEMENT

Mr. Liu Guanggen, aged 31, is a chief financial officer of the Group and
is responsible for the Group’s overall financial and accounting affairs.
Mr. Liu joined the Group in November 2008. Prior to this, he worked
as a finance manager in The Industrial and Commercial Bank of China,
Shunde Branch from 2004 to 2006, and was a sub-branch manager
of The Industrial and Commercial Bank of China, Foshan Shunde
Haiginwan Sub-Branch from 2007 to 2008. Mr. Liu completed a diploma
in finance from Southwestern University of Finance and Economics in
September 2005 as well as a program in laws at Guangdong University
of Business Studies from March 2007 to January 2010.

Mr. Kwan Chi Wai Samuel, aged 35, is a joint company secretary of
the Company. Mr. Kwan has more than 10 years of experience in
accounting, auditing and finance. Mr. Kwan joined the Group in June
2010 as secretary on a full time basis. Prior to joining the Group, Mr.
Kwan worked in CWCC Certified Public Accountants from March 2000
to November 2004, PricewaterhouseCoopers from November 2004
to October 2007 and Deloitte Touche Tohmatsu from November 2007
to September 2009. The latter two firms are amongst the biggest
international accounting firms. Mr. Kwan graduated with a bachelor
degree in Commerce from Deakin University of Australia in September
2000 and obtained a master degree in business administration from
University of South Australia in August 2012. He is a fellow member of
the Hong Kong Institute of Certified Public Accountants and member of
the CPA Australia.
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CORPORATE GOVERNANCE PRACTICES

China Liansu is always committed to maintaining high standards of
corporate governance practices and business ethics of the Group. The
Board believes in good corporate governance practices and business
ethics which are essential for achieving sustainable development,
establishing investors’ confidence in the Company and safeguarding
and enhancing the interests of the Shareholders.

In pursuit of good and high standard of corporate governance practices,
the Board reviews the corporate governance practices of the Company
from time to time so as to meet the expectations of the Shareholders
for continual improvement, comply with increasingly stringent
regulatory requirements and fulfill its commitment of pursuing excellent
corporate governance. In the opinion of the directors, the Company
complied with all the applicable code provisions of the Code as set out
in Appendix 14 to the Listing Rules during the year.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code governing securities transactions
by directors of the Company. Having made specific enquiry to the
directors, all of them confirmed that they have complied with the
required standard as set out in the Model Code throughout the year.
The Model Code is also applicable to other specific senior management
officers of the Company. The directors and chief executive's interests
and short positions in the shares, underlying shares and debentures
of the Company and its associated corporations are disclosed in the
Directors’ Report on pages 40 to 41.

BOARD

THE COMPOSITION OF THE BOARD

The Board currently comprises 15 directors, including 9 executive
directors, 1 non-executive director and 5 independent non-executive
directors. The term of office of each of the above directors is 3 years
or within 3 years, which can be terminated by 3 month prior notice by
either party. During the year ended 31 December 2012 and up to the
date of this annual report, Mr. Cheung Man Yu and Mr. Gao Lixin were
appointed as independent non-executive directors of the Company
with effect from 31 December 2012.

00 Annual Report 2012 13
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BOARD (Continued)

THE COMPOSITION OF THE BOARD (Continued)

Pursuant to the articles of association of the Company (the “Articles”),
any director appointed to fill a casual vacancy or as an addition to the
existing directors shall hold office only until the next annual general
meeting of the Company and shall then be eligible for re-election at that
meeting. In addition, at every annual general meeting of the Company,
not less than one-third of the directors for the time being shall retire
from office by rotation provided that every director shall be subject
to retirement by rotation at least once every three years. If there
exists any relationship among the members of the Board, including
financial, business, family or other material/relevant relationship, the
disclosure has been published in the section headed “Biographical
Details of Directors and Senior Management” and “Directors and Chief
Executive's Interests and Short Positions in Shares, Underlying Shares
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BOARD (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received annual confirmations made by each of
the independent non-executive directors under Rule 3.13 of the
Listing Rules regarding their independence. The Company regarded
all independent non-executive directors as independent parties in
accordance with the terms of the independence guidelines set out in
Rule 3.13 of the Listing Rules.

DUTIES OF THE BOARD

The Board shoulders the responsibility of providing effective,
responsible and reliable leadership to the Group. The Board exercises
its rights in management decision on the aspects of the Company’s
development strategy, management structure, investment and
financing, planning, financial and control and personnel in accordance
with the requirements of the Code.

The Company appointed Ernst & Young as the Company's independent
auditor to review the interim results for the six months ended 30 June
2012 and to audit the annual results for the year ended 31 December
2012. The directors of the Company acknowledge their responsibility
for preparing the financial statements of the annual report and the
interim report. In preparing the financial statements for the year ended
31 December 2012, the directors have selected and applied appropriate
accounting policies and have made prudent and reasonable judgements
and estimates in accordance with Hong Kong Financial Reporting
Standards.

The declaration of reporting responsibility issued by the external auditor
of the Company on the Company's financial statements is set out in
the Independent Auditors’ Report on pages 52 to 53.

BOARD AND GENERAL MEETINGS

For the year ended 31 December 2012, the Board convened five
meetings to review operating performance and funding requirement,
recent market conditions, considered and approved the Group's overall
strategy, audited annual results for the year ended 31 December 2011
and reviewed interim results for the six months ended 30 June 2012.

The chairman of the Board and the chairman of the audit committee,
the nomination committee and the remuneration committee, attended
the annual general meeting (“AGM") of the Company held on 31 May
2012.

OO Annual Report 2012 15
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BOARD (Continued)

BOARD MEETINGS (Continued)
The table below sets out the attendance of all members of the Board

at the meetings held in 2012:

DEII]EIEJDEII][IEJDEID“’
c."? «\'J. J../}.A?AJ (ik \\L'J. n

oooooo ooo DEII]EII:I EIELDEID DEIDD
I| 17
J‘ -« w K2
/ 2 'rllrl b ‘{. )
oo Dg-{%\‘ﬂ M B ) Ay PN AL PN AL as
i <
oooo |E {%“"(“"(@“’
ooo Wong Luen Hei n 5/5 - 17 22
ooa Zuo Manlun n 5/5 - 1n 2/2
ooo Zuo Xiaoping mn 3/5 — _ _
ooo Lai Zhigiang 1n 4/5 - _ _
ooo Kong Zhaocong 1N 45 - _ _
ooa Chen Guonan 1N 5/5 - _ _
ooao Lin Shaoquan 1n 5/5 _ _ _
ooao Huang Guirong 01 5/5 - _ _
ooo Luo Jianfeng 1n 5/5 _ _ _
1
00000 e
aoo Lin Dewei n 5/5 2/2 - -
B 1
0000000 Hr b g 4
ooo Bai Chongen 01 3/5 - 01 12
ooo Fung Pui Cheung n 5/5 2/2 n 22
ooao Wong Kwok Ho Jonathan n 2/58) 1/28 1n 12
ooo® Cheung Man Yu® - n 1n - -
oogwe Gao Lixin® - n - 0/0 -
ooo Notes
1. 000000o0o0oooooooooooooooo 1. Directors may attend meetings in person, by phone or through other means of
0oooooooooo video conference in accordance with the Articles.
2. 020120120310 0000000 2. Directors who were appointed with effect from 31 December 2012.

3. oooooooooooo

4. 020120 0000000000000

3. One of which by proxy.

4. There was no other general meeting held in 2012.

16 BB 22 SR EHE A PR A & China Liansu Group Holdings Limited



O00000Oooo

CORPORATE GOVERNANCE REPORT (continued)

BOARD (Continued)

BOARD MEETINGS (Continued)

The Company gives proper notices of Board meeting to directors and
the procedure of Board meetings is in compliance with the Articles
and the relevant rules and regulations. The agenda and the relevant
documents will be provided to all directors in a timely manner. The
chairman will give a proper briefing to all directors on items to be put
forward at a Board meeting. To ensure compliance with the procedure
of Board meetings and all applicable rules and regulations, all directors
may gain a full understanding of all relevant data in a timely manner and
may receive advice and services from the joint company secretaries.
The minutes of Board meetings are kept by the joint company
secretaries and are available for inspection by directors and the auditor
of the Company.

TRAINING AND SUPPORT FOR DIRECTORS

The directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company would provide a comprehensive induction package covering
the summary of the responsibilities and obligations of a director of a
Hong Kong listed company, the Company’s constitutional documents
and the Guides on Directors’ Duties issued by the Hong Kong
Companies Registry to each newly appointed director to ensure his/her
sufficient awareness of good corporate governance practices.

The joint company secretaries report from time to time the latest
changes and development of the Listing Rules, corporate governance
practices and other regulatory regime to the directors with written
materials, as well as organise seminars on the professional knowledge
and latest development of regulatory requirements related to director’s
duties and responsibilities.

During the year of 2012, there was an in-house seminar conducted
covering the topic of compliance to the Indenture of the Senior Notes
for the directors. Briefings on the directors’ duties were also given to
the newly appointed independent non-executive directors.

RESPONSIBILITY OF JOINT COMPANY SECRETARIES

The joint company secretaries report to the Board so as to ensure
compliance with the procedure of the Board and ensure the Board is

OO Annual Report 2012 17
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BOARD COMMITTEES

The Board has delegated various responsibilities to certain committees
under its supervision, including the Company’s audit committee (" Audit
Committee”), remuneration committee (“Remuneration Committee”)
and nomination committee (“Nomination Committee”) (collectively
known as “Board Committees”). Board Committees can engage
intermediaries to provide professional opinions and the reasonable
expenses incurred as a result are borne by the Company.

AUDIT COMMITTEE

The Audit Committee comprises four members, namely Mr. Fung
Pui Cheung (chairman of the Audit Committee and independent non-
executive director), Mr. Lin Dewei (non-executive director), Mr. Wong
Kwok Ho Jonathan and Mr. Cheung Man Yu who was appointed with
effect from 31 December 2012 (both are independent non-executive
directors). The major responsibility of the Audit Committee is to
conduct independent and objective audit of the truth and accuracy
of the Group’s economic operation and financial activities, financial
policies, financial procedures, internal control, external audit, internal
audit, financial information reporting and financial data and assist the
Board in discharging its relevant duties.

The Audit Committee shall convene at least two meetings each year.
In 2012, the Audit Committee convened two meetings. The attendance
record of the meetings is set out on a named basis on page 16.

The following is a summary of work performed by the Audit Committee
during 2012:

o review of the annual report and the annual results announcement
for the year ended 31 December 2011, with a recommendation
to the Board for approval;

° review of Ernst & Young's confirmation of independence
and its report for the Audit Committee for the year ended 31
December 2011, with a recommendation to the Board for the
re-appointment of Ernst & Young at the 2012 annual general

meeting;
o review of continuing connected transactions;
° review of the Group internal audit reports;
° review of the interim report and the interim results announcement

for the six months ended 30 June 2012, with a recommendation
to the Board for approval;
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BOARD COMMITTEES (continued)

REMUNERATION COMMITTEE (Continued)

The Remuneration Committee is mainly responsible for studying
and formulating the Company’s remuneration policy and incentive
mechanism and is responsible for formulating the standards for the
appraisal of the Company’s directors and senior management and
conducting appraisals.

In order to determine the level of remuneration and fees paid to
members of the Board, market rates and factors such as each
director’s workload, responsibility and job complexity are taken into
account. The following factors are considered when determining the
remuneration packages of directors and senior management:

° business requirements;

o individual performance and contribution to results;

° company performance and profitability;

° retention considerations and the potential of individuals;

o changes in relevant markets, including supply and demand

fluctuations and changes in competitive conditions; and

° general economic situation.

During the review process, no individual director is involved in
decisions relating to his/her own remuneration.

The Remuneration Committee shall convene at least one meeting each
year. In 2012, the Remuneration Committee convened two meetings
and made the recommendation of the remuneration packages for
directors and senior management to the Board. The attendance record
of the meetings is set out on a named basis on page 16.

Details of directors’ remuneration and five highest paid employees
are set out in note 8 to the financial statements. In addition, the
remuneration of the three senior management fell within the band of
less than RMB1 million.
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INTERNAL CONTROL (continued)

.

The Group has formulated a “whistleblowing policy” whereby
employees can report any matters to the Chairman or the Audit
Committee secretly by sending electronic mails to the designated
address or by phone. Such matters may include misconduct, irregular
conduct or fraud regarding financial matters and accounting practices
without fear of being accused. Any Shareholder or stakeholder can also
report similar concerns in writing or verbally in confidence to the Audit
Committee.

THE SHAREHOLDERS'’ RIGHTS

CONVENING OF EXTRAORDINARY GENERAL MEETINGS ON
REQUISITION BY THE SHAREHOLDERS

Pursuant to the Articles, the Shareholder(s) may request for the
convening of extraordinary general meetings following the procedures
below:

o Any two or more Shareholder(s) or any one Shareholder which
is a recognised clearing house (or its nominee(s)) may request
for the convening of extraordinary general meetings by written
requisition deposited at the principal office of the Company in
Hong Kong or, in the event the Company ceases to have such a
principal office, the registered office. The requisition shall specify
the object of the meeting and be signed by the requisitionist(s),
and such requisitionist(s) must hold as at the date of deposit
of the requisition not less than one-tenth of the paid up capital
of the Company which carries the right of voting at the general
meeting of the Company.

° The Board shall proceed to convene the extraordinary general
meeting within 21 days from the date of deposit of the
requisition.

° If the Board does not within 21 days from the date of deposit
of the requisition proceed duly to convene the meeting to be
held within a further 21 days, the requisitionist(s) themselves or
any of them representing more than one-half of the total voting
rights of all of them, may convene the extraordinary general
meeting in the same manner, as nearly as possible, as that in
which the meeting may be convened by the Board provided that
any meeting so convened shall not be held after the expiration
of three months from the date of deposit of the requisition. All
reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to them by the
Company.
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THE SHAREHOLDERS' RIGHTS (continued)

CONVENING OF EXTRAORDINARY GENERAL MEETINGS ON

REQUISITION BY THE SHAREHOLDERS (Continued)

o An extraordinary general meeting called for the passing of a
special resolution shall be called by not less than 21 days’ notice
in writing and any other extraordinary general meeting shall be
called by not less than 14 days’ notice in writing. The notice of
the meeting shall specify the time, place, and agenda of the
meeting, particulars of the resolutions to be considered and in
the case of special business, the general nature of that business.

PROCEDURES FOR DIRECTING THE SHAREHOLDERS’ ENQUIRIES
TO THE BOARD

The Shareholders may put forward their enquiries about the Company
to the Board at the Company’s principal place of business in Hong
Kong or by email or through the Company’s investor relations and
media relations consultant whose contact details are provided in the
"Corporate Information” section of this Annual Report. In addition,
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RELATIONSHIP WITH INVESTORS AND THE
SHAREHOLDERS (continued)

As regards investor relations, the Group will actively conduct activities
related to investor relations in the future to strengthen its corporate
responsibility so that global investors can have an adequate knowledge
and understanding of the Company’s operating strategy, financial
performance and development prospects. The Company will actively
develop and maintain close relationship with investors, analysts and
media to achieve sound investor relations management.

The Company applies the principle of a quiet period in its investor
relations communications. During a quiet period, the Company does
not comment on market prospects or factors affecting business and
performance, nor does the company engage in discussion on events
or trends related to the reporting period. The Company will not initiate
any meeting or conference call with public in which these matters
are discussed. A quiet period starts at 60 days or 30 days prior to the
disclosure of annual results or interim results respectively, and lasts
until the announcement of the annual results or the interim results.
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BUSINESS REVIEW AND ANALYSIS

OVERVIEW

As a leading domestic manufacturer of plastic pipes and pipe fittings,
the Group has dedicated itself to providing a full range of high quality
products to customers through its extensive sales network and
production bases throughout the nation. The Group’s product line
covers seven major areas, including: water supply, drainage, power
supply and telecommunications, gas supply, agriculture, floor heating
and fire prevention. To meet market demand and realise synergies
among different segments, the Group has expanded into new home
building material product segments, such as sanitary products, holistic
kitchens, and plastic-steel doors and windows in order to nurture
growth drivers through product diversification. Headquartered in
Shunde, Guangdong Province, the Group has built a strategic network
of sales and various production bases that cover the entire nation,
comprising primarily 14 production bases located in 11 provinces
across China. As of 31 December 2012, the Group’s design production
capacity was 1.75 million tonnes. With expansion and planning of
production capacity serving as the Group's principal objectives for
strategic development, the Group aims to carry out capacity expansion
plans for its existing production bases in Guangdong, Wuhan and
Guiyang, while new bases in Hainan, Yunnan and Shandong remain
under construction.

ANALYSIS OF MARKET CONDITIONS

Looking back at 2012, the Eurozone debt crisis continued to affect
the recovery of the global economy, and the Chinese government set
a cautious target for steady economic growth with credit tightening
policies. This has affected the investments in fixed assets and put
pressure on general demand for the plastic pipe industry. Faced with
the challenges of today’s general business environment, the plastic
pipe industry, with the help of support policies implemented by the
Chinese government, has built a solid foundation upon which demand
for plastic pipe has been maintained through on going urbanisation,
construction of housing units for social security recipients as well as
expanding investments in hydraulic engineering and outdated pipe
network replacement.
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BUSINESS REVIEW AND ANALYSIS (continued)

ANALYSIS OF MARKET CONDITIONS (Continued)

As a key industry leader, the Group has been optimising its sales
network, strengthening efforts on research and development, investing
in new products and technologies, and enhancing its brand name. By
effectively isolating and addressing market trends as well as refining
and developing target markets, the Group has been able to realise
steady growth in its core business operations.

During the year under review, the Group achieved healthy operating
and financial performance results. Revenue was RMB10,891 million,
an increase of RMB748 million or 7.4% over 2011. Gross profit for the
year ended 31 December 2012 came to RMB2,649 million, an increase
of 8.0% over 2011. Basic earnings per share was RMBO0.41 in 2012.

The table below sets out the breakdown of revenue from plastic pipes
and pipe fittings by product for 2012 and 2011:

20120 20110
2012 2011

goooo oooo

oooooo DD[;I gooooo ooo

%+ & tq % of total

‘:, B lr;, A (‘_1,. «:‘_ RMB million revenue

0o Water supply 4,149 39.7% 3,881 39.1%

oo Drainage 3941 31.1% 3,590 36.2%
goooooo Power supply and

telecommunications 1,870 17.9% 1,816 18.3%

oooo Gas supply 130 1.3% 99 1.0%

ggm QOthers!” 358 3.4% 535 5.4%

ao Total 10,448 100.0% 9,921 100.0%

oompoomooooooooon

Note™ "“Others" include agricultural use, floor heating and fire prevention.
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BUSINESS REVIEW AND ANALYSIS (continued)

BUSINESS DEVELOPMENT (Continued)

Effective capacity expansion with rapid response to market
demands (Continued)

During the year under review, the Group spent RMB1,422 million to
complete its capacity expansion plans of which investments in new
home building material product machineries accounted for RMB75
million. The Group’s new production base in Shaanxi began production
in 2012 as scheduled to meet the demand from local markets and
further increase the Group's market share in the surrounding regions.

Effective enhancement and development of sales networks and
further consolidation of industry leadership

The general overall business environment was materially affected
by the slowdown of the global economic recovery in 2012, and the
plastic pipe industry was not immune to the effects. The Group,
however, has actively focused on business development within the
plastic pipe industry boosted by its cutting-edge technologies and
products. As a market leader, the Group continues to leverage its core
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BUSINESS REVIEW AND ANALYSIS (continued)

BUSINESS DEVELOPMENT (Continued)

Effective enhancement and development of sales networks and
further consolidation of industry leadership (Continued)

The Group's extensive sales network is one of its competitive
advantages. The Group had 1,300 independent distributors at the
end of December 2012. Supported by the Group’s existing marketing
capabilities, the Group has been expanding and strengthening its
domestic sales network while actively developing overseas markets.

Leveraging economies of scale and operating sustainably

In 2012, despite a complicated and challenging business environment,
the Group continued to maintain stringent cost controls, while also
fortifying its existing customer base, developing new customers
and leveraging economies of scale from its integrated competitive
advantages. At the end of the year, the Group achieved a sales volume
of plastic pipes and pipe fittings totalling 1,085,415 tonnes for 2012,
representing a growth of 124,579 tonnes or 13.0% compared to 20711.

The table below sets out the breakdown of sales volume, revenue and
average selling price by product material for 2012 and 2011:

20120 20110 oo
012 01 Changein

’QD 0o oooo 0o aa gooo aa 0o gooo

’Ih‘; L IA ol Sales 'Averalge Sales ./-\vera'ge

P a e b =7 ﬁ‘. volume Revenue  selling price volume Revenue  selling price

0 000poo ooa 0 000000 ooo
Woa'Bui  w'B Tume RMBmilon RIB () (4] ()
goooooo Plastic pipes and pipe fittings
0 Pycy Py 855,11 6,845 199 753,784 6,686 8870 135 2 (98)
oopvee ~Non-PvC? 29638 3603 15690 207,052 323 1562 109 14 04
1,085,415 10,448 9,626 960,836 99 10325 130 53 (638)
gooe Others® ooo /A M3 OOOc/A OOCONA 2 OOONA DOONA 95 OOONA
oo Total 1,085,415 1089 0O /A 960,836 1014 OOONA  OOONA 14 DDONA
ooo Notes:

1. gpvCO0OOOO0OO0OO0OOOOOOOOOODOOO 1.

oo

2. gOopPvCOOOOOODOUOOPEODOPP-ROO 2.

3. jooooooooooooooooomooog 8.
o0o0o0000000000000000000

00oo0ooooo

mechanical strength and hardness.

PP-R.

size of the units between different products may vary.
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"PVC" refers to material used in the manufacture of plastic pipes with high

“Non-PVC" plastic pipes and pipe fittings mainly refer to those made of PE and

“Others"” include ancillary, home building material products and other materials.
Sales volumes for “Others” are measured in units rather than tonnes and the
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BUSINESS REVIEW AND ANALYSIS (continued)

BUSINESS DEVELOPMENT (Continued)

Diversifying the product portfolio and providing high quality
products (Continued)

Plastic-steel doors and windows

The Group supplies integrated door and window system solutions.
Currently, there are 3 production bases for door and window assembly
in Guangdong Heshan, Jilin Changchun and North America, which offer
a variety of products to the market.

Sanitary products

The Group has a dedicated professional sanitary product design and
R&D team as well as independent sanitary production plants. Both are
at the cutting edge of the industry in terms of the quality and style of
the products. Marketed items include sanitary hardware, sanitary ware
and sanitary furniture.

Holistic kitchen

The Group has professional international design as well as R&D team
to support the Group's holistic kitchen operations. The Group adopts
standardised development models and utilise its advantages of mass
production. In addition, the Group is supplied with kitchen appliances
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REVIEW OF FINANCIAL PERFORMANCE

OTHER REVENUE, INCOME AND GAINS

Other revenue, income and gains amounted to RMB116 million for
2012, representing a decrease of 21.9% over 2011. The decrease
was primarily attributable to no exchange gain and less gain on the
repurchase and cancellation of the Senior Notes in 2012.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses for 2012 rose by 19.9% to RMB544
million as compared with 2011 due to an increase in salaries and
benefits paid to sales staff, marketing related expenses and packaging
costs from the growth in sales.

ADMINISTRATIVE EXPENSES

Administrative expenses for 2012 rose by 21.0% to RMB381 million as
compared with 2011, primarily due to increase in salaries and benefits
of administrative staff and depreciation on office premises and related
equipment.

OTHER EXPENSES

Other expenses for 2012 rose by 29.0% to RMB212 million as
compared with 2011, primarily due to increase in impairment of trade
receivables and research and development expenditures.

FINANCE COSTS

Finance costs for 2012 amounted to RMB146 million, representing an
increase of 32.3% as compared with 2011, primarily due to increase in
interest on the Senior Notes.

INCOME TAX EXPENSE

The Group's effective tax rate decreased from 19.0% in 2011 to 16.9%
in 2012 mainly because the PRC CIT was over provided in 2011 and
the reduction of the deferred tax liabilities in 2012.

PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

The profit attributable to owners of the Company amounted to
RMB1,238 million for 2012 representing a decrease of 1.8% from
RMB1,261 million for 2011.

USE OF PROCEEDS FROM THE COMPANY’S
INITIAL PUBLIC OFFERING (“IPO")

The net proceeds from the Company's IPO in June 2010 after
deducting the relevant expenses were approximately HK$1,860 million
(approximately RMB1,629 million equivalent).

Up to 31 December 2012, approximately HK$1,686 million of the net
proceeds from the IPO has been applied in accordance with the results
of allocation announcement of the Company dated 22 June 2010 (the
“Announcement”). The unutilised balance has been deposited with
financial institutions and will be applied in the manner as stated in the
Announcement.
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UPDATES ON THE STATUS OF THE
COMPANY’'S EXPANSION PLANS

Up to 31 December 2012, the Group has totally spent RMB3,222
million on its expansion plans, as described in the Prospectus under
the section headed “Business — Production Facilities and Production
Process”. The design annual production capacity of the Group reached
1.75 million tonnes at the end of December 2012.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group continued to adopt prudent financial policies. Finance, fund
utilisation and fund raising activities are subject to effective centralised
management and supervision. The Group maintains reasonable gearing
level and adequate liquidity.

As at 31 December 2012, the Group had total debts of approximately
RMB2,225 million (2011: RMB1,745 million), of which 6.9% was
denominated in Renminbi, 80.0% was denominated in US dollars
and 13.1% was denominated in HK dollars. Other than approximately
US$259 million of the outstanding Senior Notes due in 2016, the
Group's borrowings are subject to floating rates ranging from 1.33% to
5.50% per annum with maturity periods ranging from within one year
to three years.

As at 31 December 2012, the Group's current assets and current
liabilities were approximately RMB5,113 million and RMB2,039 million
respectively. The Group's current ratio (that is, the ratio of current
assets over current liabilities) and the quick ratio (that is, the ratio of
current assets less inventories over current liabilities) reduced to 2.51
and 1.64 from 4.36 and 3.11 in 2011, respectively. The Group’s total
equity increased to approximately RMB6,028 million (2011: RMB4,987
million). The Group's gearing ratio (calculated based on the basis of the
total debts, i.e. total bank loans and other borrowings, divided by the
sum of total debts and total equity) stood at a healthy level of 27.0%
as compared to 25.9% in 2011 due to the drawing of new bank loans
during the year.

With cash and bank deposits, including restricted cash, of approximately
RMB1,922 million as at 31 December 2012 (2011: RMB2,117 million) as
well as unutilised banking facilities, the directors consider that the Group
has sufficient working capital for its operation and future development.
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CHARGE ON ASSETS

As at 31 December 2012, certain of the Group's inventories with an
aggregate net carrying amount of approximately RMB26 million (2011:
certain of the Group's property, plant and equipment and prepaid land
lease payments with an aggregate carrying amount of approximately
RMB156 million) were pledged to certain banks to secure bank
borrowings granted to the Group. The shares of certain subsidiaries of
the Company incorporated outside the PRC were pledged as securities
for issuance of the Senior Notes.

FOREIGN EXCHANGE EXPOSURE

The Group’s borrowings are mainly denominated in US dollars but
its cash flow is generated from operations whose revenue was
denominated principally in Renminbi. As a result, the depreciation
of Renminbi affected to the Group's results for 2012. Save for the
aforesaid, the Group has no significant exposure to foreign exchange
risk and no hedging has been arranged on the abovementioned
exposure.

CONTINGENT LIABILITIES

As at 31 December 2012, the Group did not have any significant
contingent liabilities.

HUMAN RESOURCES

As at 31 December 2012, the Group employed a total of approximately
7,100 employees including directors. Total staff costs were RMB435
million for the year. Employees are remunerated based on their work
performance, professional experience and the prevailing industry
practice. The Group also made contributions to the statutory pension
scheme for its employees in accordance with the relevant laws and
regulations.

PROSPECTS

While the overall demand for plastic pipes and pipe fittings is still being
affected by the slow global economic recovery and the Eurozone debt
crisis, stable growth in domestic demand will be sustained by further
advancement of China's industrialisation, urbanisation and information
technology expansion. It has also been stated in the report of the 18th
CPC National Congress that growth targets in gross domestic product
and per capita income for both urban and rural residents will be realised
by 2020. Ongoing implementation of major housing unit construction
for social security recipients, as well as for urban infrastructure and
new agricultural villages, is expected to provide plastic pipe and pipe
fitting markets with steady growth prospects. For this reason, the
Group is confident about looking forward to sound and stable business
development in 2013. The Group will, therefore, continue to focus on
the implementation of its core strategies and business development.
Moreover, the Group will also look to further enhance market planning
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PROSPECTS (Continued)

The Group will continue to forge ahead on its business growth path by

adopting these three major developmental strategies:

1.

Expand the Group's nationwide sales network and tap
international markets: In the future, the Group will continue to
actively expand its sales networks, refine target market segments
and enhance the strategic distribution of sales channels in
response to market changes. In addition to consolidating the
Group's position in southern China, a primary geographic market,
it will also strive to increase market share elsewhere. While
pursuing organic sales network expansion, the Group will also
increase its marketing efforts in order to further enhance brand
recognition and expand the Group’s customer base with a view
to gain new market share.

Progressive expansion of production capacity to meet
market demand: Given China’s ongoing urbanisation and the
implementation of various policies in agricultural development
and hydraulic engineering, China's plastic pipe industry is
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Set out below are the annual report presented by the Board together
with the Group’s audited consolidated financial statements for the year
ended 31 December 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of the principal subsidiaries and jointly-controlled entity are
set out in notes 14 and 15 respectively to the financial statements.

RESULTS AND APPROPRIATIONS

The Group's profit for the year ended 31 December 2012 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 54 to 134.

The Board recommended the payment of a final dividend of HK12
cents per share for the year ended 31 December 2012 (the “Proposed
Final Dividend"”) (2011: HK12 cents per share), which will be paid out
of profits and/or share premium of the Company, to the Shareholders
whose names appear on the register of members of the Company
on Tuesday, 11 June 2013, subject to the Shareholders’ approval at
the forthcoming annual general meeting of the Company to be held
on Friday, 31 May 2013 (the “2013 AGM"). It is expected that the
Proposed Final Dividend will be paid on Thursday, 20 June 2013.

CLOSURE OF REGISTER OF MEMBERS

() FOR DETERMINING THE ENTITLEMENT TO ATTEND AND
VOTE AT THE 2013 AGM
The register of members of the Company will be closed from
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CLOSURE OF REGISTER OF MEMBERS (continued)

(m

FOR DETERMINING THE ENTITLEMENT TO THE PROPOSED
FINAL DIVIDEND

The register of members of the Company will be closed from
Friday, 7 June 2013 to Tuesday, 11 June 2013, both dates
inclusive, during this period no transfer of shares of the Company
will be registered. In order to be eligible to receive the Proposed
Final Dividend, unregistered holders of shares of the Company
should ensure that all transfer forms accompanied by the relevant
share certificates must be lodged with the Company's branch
share registrar, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, for registration no
later than 4:30 p.m. on Thursday, 6 June 2013.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the past
five financial years, as extracted from audited consolidated financial

statements and restated/reclassified as appropriate, is set out on page 3.

The summary does not form part of the audited consolidated financial

statements.

PROPERTY, PLANT AND EQUIPMENT

The details of the movements in the Group's property, plant and
equipment during the year are set out in note 12 to the financial
statements.

BORROWINGS
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SHARE CAPITAL

The details of the changes in the Company’s share capital during the
year are set out in note 27 to the financial statements.

DISTRIBUTABLE RESERVE

At 31 December 2012, the Company's reserves available for
distribution, calculated in accordance with the Companies Law, Cap 22
(Law 3 of 1961, as consolidated and revised) of the Cayman Islands,
amounted & RMB2,125 miltion (2011: RMBR,052 million). Tté amount
of RMB1,748 million (2011: RMB1,684 million) represented the
Company’s share premium which may be distributable provided that
immediately following the date on which the divided is proposed to be
distributed, the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2012, the total turnover attributable to
the Group’s five largest customers was less than 30% of the Group's
total turnover. The total purchase attributable to the Group's five
largest suppliers was less than 30% of the Group's total purchases.

At no time during the year did the directors, their associates or any
Shareholder (which to the knowledge of the directors own more
than 5% of the Company’s issued share capital) have any beneficial
interests in these suppliers or customers referred to above.
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DIRECTORS

Directors in office during the year and up to the date of this report are as
follows:

EXECUTIVE DIRECTORS

Mr. Wong Luen Hei (Chairman)
Mr. Zuo Manlun (Chief executive)
Ms. Zuo Xiaoping

Mr. Lai Zhigiang

Mr. Kong Zhaocong

Mr. Chen Guonan

Dr. Lin Shaoquan

Mr. Huang Guirong

Mr. Luo Jianfeng

NON-EXECUTIVE DIRECTOR
Mr. Lin Dewei

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Bai Chongen

Mr. Fung Pui Cheung

Mr. Wong Kwok Ho Jonathan

Mr. Cheung Man Yu (appointed on 31 December 2012)
Mr. Gao Lixin (appointed on 31 December 2012)

Pursuant to Article 16.18 of the Articles of Association of the Company,
Mr. Wong Luen Hei, Mr. Kong Zhaocong, Dr. Bai Chongen, Mr. Fung
Pui Cheung, Mr. Wong Kwok Ho Jonathan, Mr. Cheung Man Yu and
Mr. Gao Lixin are subject to retirement by rotation at the 2013 AGM
and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the 2013 AGM has a service
contract which is not determinable by the Group within one year
without payment of compensation (other than statutory compensation).
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2012, the interests and short positions of the
directors and the chief executive 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 SFO) as
recorded in the register to be kept by the Company pursuant to section
352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code were as follows:

goooooo oood
gooooo goooo goooo
ood oo ogooogw EID[]DIPDD(H oood
L
Y
I P
" . BTt A
" lr| o E” 3 ‘)0;.4 ;?f"" J‘. " '“.{ 3 . iy S ". uﬁ' \'Af\’; -
b 7Y ﬁ: @‘? J‘I- l"” c': ‘jk " s/ cI ‘J'"\m "‘fc-c T I"
ooooao dooooogw 2,112,229,000 (L) - 69.63%
Mr. Wong Luen Hei Held by controlled corporation
goooagwe 384,800 (L) 1,923,200 (L) 0.07%
Held by spouse®
2,112,613,800 (L) 1,923,200 (L) 69.70%
ooooo oopoge 2,112,229,000 (L) - 69.63%
Ms. Zuo Xiaoping Held by spouse®
oopooge 384,800 (L) 1,923,200 (L) 0.07%
Beneficial owner®
2,112,613,800 (L) 1,923,200 (L) 69.70%
ooooo gooogw - 3,842,000 (L) 0.13%

Mr. Zuo Manlun

Beneficial ownert
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DIRECTORS” AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Notes:
1. The letter “L" denotes the person’s long position in such securities.
2. These shares of the Company are held by New Fortune, which is wholly-owned

by Mr. Wong Luen Hei (“Mr. Wong"). Ms. Zuo Xiaoping is the spouse of Mr.
Wong, and therefore Ms. Zuo Xiaoping is deemed to be interested in all the
shares of the Company in which Mr. Wong is interested by virtue of the SFO.

3. Ms. Zuo Xiaoping is directly holding of 384,800 shares of the Company and was
granted with options to subscribe for 1,923,200 shares of the Company with
an exercise price of HK$1.82 per share under the Pre-IPO share option scheme
(“Pre-IPO Share Option Scheme”) adopted by the Company with effect from
14 May 2010. Mr. Wong is the spouse of Ms. Zuo Xiaoping, and therefore Mr.
Wong is deemed to be interested in all the shares of the Company in which Ms.
Zuo Xiaoping is interested by virtue of the SFO.

4. All other directors’ interests represent the number of shares to be issued upon
the exercise in full of the options granted to them with an exercise price of
HK$1.82 per share under the Pre-IPO Share Option Scheme.

Save as disclosed above, as at 31 December 2012, none of the
directors, chief executive of the Company had any interests or short
positions in any shares, underlying shares and debentures of the
Company or any of its associated corporations that was required to be
recorded pursuant to section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2012, the following persons (other than a director
or chief executive of the Company) had interests or short positions in
the shares or underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO:

gooooo goooooo
gooo ood l’_I:II][II:JD“) gooooo
iy < ] L 7 |
ol CI. o I‘.;v h ‘.;1'.4 ‘“'.l "‘. .;;J»" 5 c'"‘?(: '.r" c‘r"l.,vl"!‘.
b &t el ﬁ" %‘$ Jom (;,!&(1) S AW LT T
ooo ooooge 2,112,229,000 (L) 69.63%
New Fortune Beneficial owner®
ooo Notes:
1. 0L oooooooooooo 1. The letter “L" denotes the person'’s long position in such securities.
2. 000000o0o0oooooooooooooooo 2. Mr. Wong is the ultimate beneficial owner of New Fortune. Under Part XV of

0oOoXxvoooooooooooooooooo
goomoooooooooooooooooao
0oooooomoooooo

the SFO, Mr. Wong is deemed to have an interest in these shares, as disclosed
in the section headed “Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures” above.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS (continued)

The above shares were the same shares as set out under the
section headed “Directors’ and Chief Executive's Interests and Short
Positions in Shares, Underlying Shares and Debentures” above. Save
as disclosed above, as at 31 December 2012, the directors of the
Company were not aware of any person or corporation (other than the
directors and chief executive of the Company) who had any interests
or short positions in any shares or underlying shares of the Company
as recorded in the register required to be kept under section 336 of the
SFO.

SHARE OPTION SCHEMES

The Company has adopted two share option schemes on 14 May 2010,
pursuant to which the Company is entitled to grant options prior to and
after the IPO. The details of both share option schemes are as follows:

1. SHARE OPTION SCHEME

A share option scheme (the “Share Option Scheme”) was
conditionally approved by resolutions of the Shareholders on
14 May 2010 and the summary of terms of such Share Option
Scheme are disclosed in the Prospectus. No share options
were granted, exercised or cancelled by the Company under
the Share Option Scheme during the year and there were no
outstanding share options under the Share Option Scheme as at
31 December 2012.

2. PRE-IPO SHARE OPTION SCHEME
(a) Summary of terms

The purpose of the Pre-IPO Share Option Scheme,
approved by the Shareholders pursuant to the written
resolutions of the Shareholders dated 14 May 2010, is to
give employees an opportunity to have a personal stake
in the Company and help motivate them to optimise their
future performance and efficiency to the Group and/or to
reward them for their past contributions, to attract and
retain or otherwise maintain on-going relationships with
such employees who are significant to and/or whose
contributions are or will be beneficial to the performance,
growth or success of the Group.

The principal terms of the Pre-IPO Share Option Scheme
are set out in note 29 to the financial statements.
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SHARE OPTION SCHEMES (continued)

2.  PRE-IPO SHARE OPTION SCHEME (Continued)

(b)

Outstanding options granted

All the options under the Pre-IPO Share Option Scheme

were granted on 21 May 2010 at a consideration of HK$1
paid by each grantee. During the year, no share option
were granted or cancelled under the Pre-IPO Share Option
Scheme other than those exercised and lapsed/forfeited as
mentioned below.

Details of the movement of the Pre-IPO Share Options
during the year ended 31 December 2012 were as follows:

EI oooo
\ «."){.41: oS
goooo oo ooo  0Oo1/01/2012 od 000 031122012
ooo gooagm gooago oo oooo ooow DDQDD oooo
r }-/
-t (] -t
d S i 4.
o ddpke F {ﬁ} b7 dibp ke
k,,v g %"‘cz I o - |E 5 ‘{. Sl !“ ,‘,',"? J‘, ;? fa
T ﬁ: A R Ry Tor 0 7 ﬁ{ 8 01/01/2012 \v'; . J: - 31/12/2012
0 I':J oo
. 1
c"'fd"o ﬁ )
ooooo 21/05/2010 23/06/2011 to 1.82 3,842,000 - - 3,842,000
Mr. Zuo Manlun 22/06/2014 @

oo
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SHARE OPTION SCHEMES (continued)

2.  PRE-IPO SHARE OPTION SCHEME (Continued)

(b) ODOOODOOOOODOOMOO (b) Outstanding options granted (Continued)
EI oooo
LY e ks
I A
ooooao ooo ooogd  oo1/o1/2012 oo oood 031122012
ooo gooagm gooagm oo oooo ooow DDFDD oooo
- RIRE U
T . T
PRI \«\u?. :f |E ‘ﬁ‘ig‘i - c‘\).. ““T)".';;?
‘.,v Y @“:z It & o ﬁ (.%‘i ‘9 P @ ) .»'? J_:«;.? S 4
T “'E" l'“ D "‘4:? I"P) T ""I’r m"’l‘ " T Em‘s 01/01/2012 ‘J:A in Y ‘Jm in 31122012
ooooao 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
Mr. Huang Guirong 22/06/2014 @
goooo 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
Mr. Luo Jianfeng 22/06/2014 ®
ooooao 21/05/2010 23/06/2011 to 1.82 692,000 - - 692,000
Mr. Lin Dewei 22/06/2014 @
oo @ 0 15,024,000 (659,800) - 14,364,200
’\u N c%\ 5
oo Q gooood 18,866,000 (659,800) - 18,206,200
- :}VI'J‘
9
In aggregate 21/05/2010 23/06/2011 to 1.82 88,357,800 (27,035,600) (1,640,150) 59,682,050
22/06/2014 @
0 L] 107,223,800 (27,695,400) (1,640,150) 77,888,250
"t]
ooo Notes:
1. oo0oooooooooooon 1. All dates are shown in the format of day/month/year.
2. 0oo0oooooooooooooo 2. None of such grantees is a connected person of the Company.
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SHARE OPTION SCHEMES (continued)

2. PRE-IPO SHARE OPTION SCHEME (Continued)
(b) Outstanding options granted (Continued)
Notes: (Continued)

3. The options are exercisable from 23 June 2011 to 22 June 2014
(both days inclusive) subject to the following vesting periods:

(i) up to 256% of the options commencing on 23 June 2011;

(ii) up to 60% of the options (including the options not
exercised under the limit prescribed for in the previous
period) commencing on 23 June 2012; and

(iii) up to 100% of the options (including the options not
exercised under the limit prescribed for in the previous
periods) commencing on 23 June 2013.

4. The weighted average closing price of the Company’s shares
immediately before the dates on which the options were
exercised was HK$4.73.

DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed under paragraph headed “Connected Transactions”,
no contract of significance to which the Company, its holding company
and any of its subsidiaries was a party and in which a director 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.

COMPLIANCE AND ENFORCEMENT OF THE
NON-COMPETE UNDERTAKINGS FROM
CONTROLLING SHAREHOLDER

None of the directors or substantial shareholder of the Company or any of their
respective associates has engaged in any business that competes or may
compete with the business of the Group. The controlling Shareholder being
New Fortune and Mr. Wong Luen Hei (the “Controlling Shareholder”), has
entered into a deed of non-competition in favour of the Group dated 14 May
2010 (the "Deed of Non-Competition™).

The directors are of the view that the Group’'s measures adopted by the
Company in respect of the enforceability of the Deed of Non-Competition are
adequate to safeguard the effectiveness of the non-competition undertakings.

The independent non-executive directors have reviewed the compliance of
the Deed of Non-Competition, including any potential conflicts of interest
and competition arising from the taking up by the Controlling Shareholder of
opportunities rejected by the Group pursuant to the Deed of Non-Competition.
Based on the confirmation from the Controlling Shareholder, the independent
non-executive directors are of the view that the Deed of Non-Competition has
been complied with and has been effectively enforced.
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CHARITABLE DONATIONS

During the year, the Group's charitable donations were approximately
RMB478,000 (2011: RMB1,665,000).

SENIOR NOTES

As at 31 December 2012, the outstanding principal amount of the
Senior Notes was US$258,880,000. The details of the Senior Notes are
set out in note 24 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

For year ended 31 December 2012, save for the Company’s
repurchase and cancellation of the Senior Notes in the principal amount
of US$9,820,000 at the aggregate consideration of approximately
US$8,880,000 (including accrued interest), which was announced on
the Singapore Exchange Securities Trading Limited on 27 June 2012,
the Company or any of its subsidiaries did not purchase, sell or redeem
any of the Company’s listed securities.

EVENTS AFTER THE REPORTING PERIOD

On 15 January 2013, Star Excel Investment Limited (the “Vendor”),
Mr. Wong Luen Hei, (“Mr. Wong") as guarantor of the obligations
of the Vendor (the “Guarantor”) and Liansu Group Company Limited
(the “Purchaser”), being an indirect wholly-owned subsidiary of the
Company, entered into the sale and purchase agreement (the “Sale
and Purchase Agreement”) to acquire the entire equity interest of
Guangdong Liansu Valve Co., Ltd. at the consideration of RMB116
million (the “Acquisition”). For further details, please refer to the
Company's announcement dated 15 January 2013.

As the Vendor is wholly-owned by Mr. Wong, an executive director
and the ultimate controlling Shareholder, the Vendor and the Guarantor
are regarded as connected persons of the Company under the Listing
Rules. Accordingly, the Acquisition constituted a connected transaction
of the Company which was only subject to the reporting and
announcement requirements but was exempt from the independent
Shareholders’ approval requirement under Rule 14.32 of the Listing
Rules.
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EVENTS AFTER THE REPORTING PERIOD

(Continued)

The directors of the Company (including the independent non-executive
directors), having received the opinion on the fairness in relation to the
Acquisition from Investec Capital Asia Limited, an independent financial
adviser to the Company appointed pursuant to the indenture dated 13
May 2011 entered into between, among others, the Company and the
Bank of New York Mellon in relation to the Senior Notes, were of the
view that the terms of the Sale and Purchase Agreement were fair and
reasonable and the entering into of the Sale and Purchase Agreement
was in the interests of the Group and the Shareholders (other than Mr.
Wong and his associates) as a whole. The Acquisition was completed
in January 2013.

Save as disclosed above, no significant event took place subsequent to
31 December 2012.

CONNECTED TRANSACTIONS

The related party transactions as disclosed in note 35 to the financial
statements also constitute connected transactions or continuing
connected transactions within the meaning of the Listing Rules and
satisfied relevant disclosure requirements thereof. Details of such non-
exempt continuing connected transactions are summarised below:

(A) PURCHASE OF EQUIPMENT FOR PLASTIC PIPE
MANUFACTURING

Background: On 20 December
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CONNECTED TRANSACTIONS (continued)
(B) RENTAL AND UTILITIES EXPENSES

Background: On 27 April 2012, Guangdong Liansu
Technology (the “Lessee”) entered into
lease agreement (the “Lease”) with
Guangdong Liansu Machinery (the “Lessor”)
whereby the Lessor leased its certain plants
erected on Lot G03-2-1, Daba Industrial
Estate of Longjiang Community Residents’
Committee, Longjiang Town, Shunde
District, Foshan City, the PRC to the Group
for using as production facilities.

Under the Lease, the Lessee shall bear all
the third party costs, including electricity
and water charges. Since the related
utilities costs are charged by the relevant
government authorities on the Lessor,
the Lessee will reimburse the Lessor for
the same amount of utilities costs paid by
the Lessor (the "Utilities Arrangement”).
For further details, please refer to the
announcement made by the Company on 27
April 2012.

Particulars of the agreements together with
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CONNECTED TRANSACTIONS (continued)

(B)

(C)

RENTAL AND UTILITIES EXPENSES (Continued)

Terms:

Annual Cap:

Total consideration
for the year:

The Lease is for 32 months commencing on
1 May 2012 and expiring on 31 December
2014. The related rents payable by the
Lessee to the Lessor is RMB276,300 per
month.

The reimbursable amount of utilities costs
was equal to the amount charged by the
relevant government authorities on the
Lessor.

RMB2.2 million (Leasing agreement)

RMB8.5 million (Utilities agreement)

RMB2.2 million (Leasing agreement)
RMB5.6 million (Utilities agreement)

CONNECTED TRANSACTIONS NOT YET EFFECTIVE
(i)  Purchase of Equipment for Plastic Pipe Manufacturing

Background:

Nature of
transactions:

Terms:

Annual Cap:

On 31 December 2012, the Company
entered into a framework equipment
purchase agreement (the “Framework
Agreement”) with Guangdong Liansu
Machinery for 1 year commencing from 1
January 2013 and ending on 31 December
2013. For details, please refer to the
announcement made by the Company on
31 December 2012.

Particulars of the Framework Agreement
are disclosed below as required under the
Listing Rules:

Purchase of equipment for plastic pipe
manufacturing from Guangdong Liansu
Machinery.

The purchase price to be agreed between
the parties which shall not exceed the

prevailing market price.

RMB97.5 million (for the year ending 31
December 2013)
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CONNECTED TRANSACTIONS (continued)

(C) CONNECTED TRANSACTIONS NOT YET EFFECTIVE
(CONTINUED)
(ii) Purchase of Electronic Accessories

Background: On 31 December 2012, the Company
entered into the original design
manufacturing (the “ODM") co-operation
agreement with Guangdong Liansu
Electric in relation to the ODM production
co-operation as regards manufacturing
of electronic accessories by Guangdong
Liansu Electric for the Group commencing
from 1 January 2013 and ending on 31
December 2013. For details, please
refer to the announcement made by the
Company on 31 December 2012.

Particulars of the agreement are disclosed
below as required under the Listing Rules:

Nature of Purchase of electronic accessories from
transactions: Guangdong Liansu Electric.
Terms: The purchase price to be agreed between

the parties which shall not exceed the
prevailing market price.

Annual Cap: RMB30 million (for the year ending 31
December 2013)

The independent non-executive directors have, for the purpose
of Rule 14A.37 of the Listing Rules, reviewed all continuing
connected transactions and have confirmed that all continuing
connected transactions have been entered into by the Group (i)
in the ordinary and usual course of its business; (i) on normal
commercial terms; and (iii) in accordance with the terms of
the agreements governing such transactions that are fair and
reasonable and in the interests of the Shareholders as a whole.

The Company's auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information”, and with reference to Practice Note 740
"Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute
of Certified Public Accountants. The Company's auditor issued
an unqualified letter containing his findings and conclusions in
respect of the transactions disclosed above in accordance with
Rule 14A.38 of the Listing Rules. The Company provided a copy
of the said letter to the Stock Exchange.
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RELATED PARTY TRANSACTIONS

The details of the related party transactions are set out in note 35 to
the financial statements.

TAX RELIEF AND EXEMPTION

The directors are not aware of any tax relief and exemption available to
the Shareholders by reason of their holding the Company’s securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
articles of association or the laws of Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
Shareholders.

PUBLIC FLOAT

Based on the publicly available information obtained by the Company
and to the best knowledge of the directors, as at the date of this
report, the Company has maintained the public float stipulated in the
Listing Rules.

AUDITOR

A 