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Our Vision
To be a global leader in the development of advanced membrane technologies for water

treatment and cleaner production

Our Mission

To clean the environment and generate wealth for our future

Our Philosophy

To prosper with our investors, staff and business partners through long-term partnership
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Sinomem Technology Limited (“Sinomem” or the “Group”) is
a global lcading “clean” solution providcr. It dcvclops advanced
membrane materials and processes Cmployed for water and
wastewater treatment and cnvironment—friendly production
processes in various industries such as pharmaccutical,
nutriceutical, food and bevcrage. The Group is currcndy the
largcst membrane solution providcr for industrial applications
in China. The Group also owns onc of the most comprchensive

membrane material product portfolio in the world.

CORPORATE PROFILE

In the past few years, the Group successfully secured 15 BOT
municipal wastewater treatment projects in China with more
than 600,000 ton/day treatment capacity. Water business has
recently become the Group’s new core business, replacing
traditional membrane process and enginecring and biochemical
production business as the largcst profit contributor. Backed by
strong capability in innovative membrane material and process
dcvelopmcnt, the Group is aiming to transform into a global

leading membrane based water solution provider.
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CHAIRMAN'S STATEMENT
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“Still, we are pleased to have tumed in

a creditable set of financials. We shall be
rewarding shareholders with a proposed
final dividend of 1.0 cent per share”.

Dear Shareholders,

On behalf of my fellow directors, I am
pleased to present to you the performance
of the Group for the financial year ended
31 December 2009.

Indeed, 2009 could well be remembered
as a year of tremendous turbulence.
Sinomem has had its fair share of ups
and downs as we too are subject to the
vagaries of the marketplace. Still, we are
pleased to have turned in a creditable
set of financials. We shall be rewarding
sharcholders with a proposed final
dividend of 1.0 cent per share.

As I reflect on the year past, [ would say
that 2009 was a year where we sharpened
our focus, fine-tuning every aspect of our
business.

Financial and Operations
Review

In FY2009. the Group increased its
revenue by 18% to $$126.8 million. This
was due to increased contributions from
all business segments, particularly our
water treatment segment. Additionally,
our administrative expenses decreased by
$$5.8 million in FY2009 in the absence
of significant bad debre allowances that
amounted to $$8.9 million in FY2008.

Finance cost also declined year-on-year
by 36% to $$3.9 million duc to partial
repayment of convertible loan notes in
FY2008. As a result, the Group reported
$$22.9 million of profits attributable to
shareholders in FY2009.

The remaining convertible loan notes
of S$54.3 million were fully rcpaid in
FY2009. The repayments were financed
largciy from internal resources. During
the year, the Group also made a share
placement raising about $$30.0 million.
As at 31 December 2009, cash and cash

cquivalents stood at $$38.8 million.

Water Treatment Division

In FY2009, our water treatment
segment completed 6 Build-Operate-
Transter (BOT) projects, bringing the
total number of completed projects to
7. They are located in various arcas of
China, namciy Henan Dcngzhou, Henan
Xuchang, Jilin Dongfcng, Jilin Tongyu,
Hebei Yicheng, Jiangxi Yushan and
Fujian Wuping, Added to the 3 Transter-
Operation-Transfer (TOT) projects
alrcady in opf:rations, the division’s total
revenue increased by 60% to S$41.7
million in FY2009 from $$26.0 million in
FY2008. Segmcntal gross profitof $$16.6
million accounted for about 40% of the

total FY2009 gross proﬁt of the Group.




“Backed by our strong execution
capabilities and membrane

technology, we envisage that
the water treatment segment will
continue to be the growth driver

of the Group”.

Membrane Process and
Engineering Division

The Membrane Process and Engineering
Division rcgistcrcd hcalthy revenue of
$$46.7 million in FY2009 as compared
to $$40.2 million in FY2008. Despite the
difficult business conditions in FY2009,
the division still managcd to grow its
operating prof—its by $$3.4 million from
S$7.1 million in FY2008 to $$10.5 million
in FY2009.

Downstream Business

The downstream business reduced
its revenue by 7% to $38.4m in FY09.
Operating profits amounted to $0.3m
Comparcd to a loss of $3.2m in FYO08.
The improvement was mainly due to
write-back of allowances for inventory
obsolescence and higher profits carned

from local sales.

FY2010 Prospects and Future
Plans — Evolving To Become An
Integrated Water Solution Provider

Membrane Process and Engineering

Services Demand Pick-up

With signs of gradual recovery in the
global cconomy, we expect our clients
to increase their capital Cxpcnditurcs,
which will translate into highcr demand
for our membrane process & engineering
services. We pride ourselves in having
strong membrane process & engineering
knowhow as well as membrane product
development  capabilities  inherited
from the former membrane division of
Hocchst and Akzo-Nobel (Germany).
Coupled with our breakthrough in
developing a ceramic membrane in China,
we strongly believe that our value-added
services will be highly yicld-efficicnt and
cost-cffective in the industrial membrane
manufacturing industry. We will continue
to Cxpand our existing diversified base of
more than 1,000 process applications and
industrial customers in China.

Water Recycling Poses Biggest
Potential

The main plan for FY2010 is to complctc
construction work in the remaining 4
BOT wasterwater treatment plants, which
when complcted, will bring the tortal
number of BOTs in operations to 11. This

accomplishmcnt will deﬁ'nitcly help us

increase our revenue stream and cashflow
over the years. With increasing attention
on pollution issues, the China government
has increased its environmental awareness
initiatives in arcas like water scarcity,
especially in Northern China. As such, we
expect the demand for wastewater solutions
to remain strong in China. Backed by our
strong exccution capabilitics and membrane
tcchnology, we envisage thar this segment
will continue to be the growth driver of

the Group.

Downstream Business Opportunities
Managemcnt will continue to review the
operations, management and business
structure of the Group’s downstream
business with the view of cnhancing the
scgment’s operating cfﬁ'cicncy and its
business potential. If the opportunity
arises, we may consider reahsing its value
via a proﬁtable restructure or disposal.
We will then be able to reinvest any
cash obtained to expand our water and
membrane businesses to create more
value for our shareholders.

Acknowledgment

In conclusion, I would like to thank
our Board of Directors, management
team, colleagues, business partners and
sharcholders for their unwavcring support
and contribution during the challenging
times in FY2009.
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FINANCIAL HIGHLIGHTS

ACTUAL ACTUAL ACTUAL ACTUAL

2006 2007 2008 2009

$000 $000 $000 $000
Revenue 110,190 92,908 107,261 126,818
Gross profit 37426 24,054 28,057 41,077
Profit before tax 27,131 34,521 (83) 28,171
Profit attributable to sharcholders 23,339 30,620 1,165 22,929
Total current assets 219,469 221,443 171,202 137,010
Total non-current assets 58,463 127,265 169,121 211519
Total assets 277,932 348,708 340,323 348,529
Total current liabilities 21,073 45,584 102,012 64,204
Total non-currenc liabilities 87,286 83,665 4468 7,735
Total liabilities 108,359 129,249 106,480 71,939
Net current assets 198,396 175,859 69,190 72,806
Net assets 169,573 219,459 233,843 276,590
Net cash 59,879 22,541 7,127 18,794

TURNOVER, PROFIT BEFORE TAX & NET PROFIT(S$ million)
110.19 27.1 9291 345 107.26 (0.08) 12682 28.17

2006 2007 2008* 2009

A TURNOVER A PROFIT BEFORE TAX * Including one-time $$19m impairments and provisions

NET CASH (S$ million) (afeer deducting financial obligations)

59.9 225 7.1 18.8
"
Y
=) =) =)
2006 2007 2008 2009

REVENUE BREAKDOWN

WATER
[ MEMBRANE
B bowNsTREAM

2007 2008 2009
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BOARD OF DIRECTORS

Dr. Lan Weiguang

Dr. Lan Weiguang, the Founder & Managing Director of our Group oversees the overall management and operations of our Group.

He is also responsible for formulating our business model and growth strategies. From 1985 to 1992, he was Assistant Professor at
the Department of Food Enginecring of Jimei University in Xiamen, PRC. Prior to the founding of our Group in 1996, Dr. Lan
was appointed as Technical and Sales Director of Hydrochem Engineering (Singapore) Pre Led from 1994 to 1995. Dr. Lan holds
a Bachelor of Science degree in Chemistry from Xiamen University, PRC and a PhD in Chemistry from the National University
of Singapore.

In 1997, Dr. Lan was invited to be an Associate Professor at Xiamen University and was also invited to establish an Appiied Membrane
Research and Deveiopment Centre in Xiamen University for scientific research purposes. In 1999, he was promoted to the position

of Professor of the faculty of Chemistry and Chemical Engineering of Xiamen University.

In 2003, Dr. Lan won the Young Chinese Entreprencur Award organized by Yazhou Zhou Kan. In 2004, Dr. Lan was invited
to be a Professor from Nanchang University. In 2005, he was elected as a Deputy Council Chairman of the China Desalination
Association. In the same year he won the Outstanding Entrepreneurship Award from the State Overseas Chinese Affair Office of
PRC, the “Golden-Bridge” Award from Chinese Technological Market Association, and the Outstanding Science Alumni Award
from the National University ofSingapore. Dr. Lan is an adjunct Associate Professor of the National University of Singapore, he
is also appointed as an adjunct Professor of the Water Resource Centre of Peking University. In 2006, Dr. Lan won the Excellent
Employer Award by Xiamen Municipal Government, PRC. Morcover, Dr. Lan is selected as the 2007 top-ten Chinese Financial
and Intelligent Persons by the National Situation Rescarch Association of China, as well as the Mentor for Entreprencurship &
Innovation, Torch Centre, Ministry of Science and Technology, China.

Chen Ni

Chen Ni, Executive Director and co-founder of our Group oversees the administration and the day-to-day operations of our
Group in Singapore. Chen Ni was a laboratory technologist at the Department of Chemistry and the Department of Chemical
and Environmental Enginecring of the National University of Singapore from 1992 to 1998. Prior to 1992, she was a laboratory
technologist at the Department of Food Engineering of Jimei University in Xiamen, PRC for five years. She was a teacher at Wupin
First Middle School in Fujian, PRC from 1984 to 1987. Chen Niholds a Diploma in Biology from Ningde Teachers’ College, Fujian
Province, PRC, a Certificate in Accounting from LCCI, as well as an MBA from Shanghai Jiao Tong University, PRC.

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009



2

Teng Cheong Kwee

Teng Cheong Kwee was appointed Independent Director of our Company on 14 May 2003. He also served as an Independent
Director of several other listed companies. Mr. Teng started his carcer in 1978 in the Singapore Government Administrative
Service. He later served as an Assistant Director and then a Deputy Director in the Monetary Authority of Singapore. During that
period, he also served concurrently as Secretary to the Securities Industry Council. In 1989, he joined the then Stock Exchange
of Singapore as an Executive Vice President. He later was appointed Exccutive Vice President and head, Risk Management and
Regulatory Division, of the Singapore Exchange. He had also served as a council member of the Singapore Institute of Directors.
Mr. Teng obtained a Bachelor degree in Engincering (Industrial) with first class honors and a Bachelor degree in Commerce from
the University of Newcastle, Australia in 1977.

Hee Theng Fong
Hee Theng Fong was appointed Independent Director of our Company on 14 May 2003. Mr. Hee is a lawyer by profession and a

Director of several listed companies. He is also an Arbitrator. He is currently a Partner of KhattarWong,

Kong Tai

Kong Tai was appointed Independent Director of our Company on 28 September
2007. Mr. Kong obtained a Diploma of Medicine in Management Engineering from
the Shenyang Pharmaceutical University. He also holds the pharmacist’s license and
the title of Senior Economist in the People’s Republic of China.

Since 1984, he joined]ingjiang Glucose Factory as Managcr and took the rcsponsibility
for the overall management and day—to—day operations. In 1990, he embarked on a
pharmaccutical venture and set up Jiangshan Pharmaceutical Co., Ltd, one of the
largcst vitamin producers in China, where he was the President until he retired on
January 2007. In 2006, he was awarded China State Council Spccial Allowance for his
contribution in the tcchnology developmcnt for the production of Vitamin C. He has
more than 20 years experience in nutrition-based pharmaceutical industry.
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EXECUTIVE OFFICERS

Chan Chung Wai
Chan Chung Wai is the Chief Financial Officer of Sinomem Technology Limited. Mr. Chan was prcviously appointcd as the Group
Financial Controller of Eastern Holdings Ltd and he was responsible for the risk management, finance, accounting and human resource

functions of the Group and its subsidiaries.

Between 2005 and 2007, Mr. Chan was the Chief Financial Officer of ArianCCorp Led a company listed on the Catalist. Between
2002 and 2003, Mr. Chan was an assistant vice-president with the Credit Risk Centre of DBS Bank. Between 1999 and 2002, he was
an assistant vice-president of Corporate Banking, OCBC Bank. Between 1995 and 1999, Mr. Chan was a relationship manager of
Business Banking at Citibank N.A. Mr. Chan has obtained a Bachelor of Accountancy (Merit) degree from the National University of
Singapore and a Chartered Financial Analyst qualification from the CFA Institute. He is also a qualified Certified Public Accountant
with the Institute of Certified Public Accountants of Singapore. Currently, Mr. Chan is also a board member of public companies

listed on the Singapore Stock Exchange.

Hans Joerg Heckmann

Hans Joerg Heckmann is the Vice President of Sinomem Technology Led and the General Manager of Microdyn-Nadir China
operation. Mr. Heckmann is a German with a permanent residence in China. He achieved his academic degree in process engineering
from the RWTH in Aachen, Germany. Within his professional activity, he was able to assemble a broad knowledge on membranes
material production and membrane processes dcvelopmcnt. Mr. Heckmann obrtained his international experiences from his
employment with GNT International, a neutraceutical production company, and WEDECO Group as project engineer. In 1998
Heckmann joined the Celgard GmbH, pre-existence of Micodyn-Nadir GmbH, where he took over the responsibility for the

worldwide sales in Automotive and the developmcnt of the Asian markets on the full scale of polymcric membranes.
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Lan Xinguang

Lan Xinguang is the Vice President of Sinomem Technology Ltd and the Chief Executive Officer of Reyphon Agriceutical Limited
("Reyphon”) since 2009. He is currently responsible for the overall management and strategic development of Reyphon and its
subsidiaries. He also takes over the responsibility for the management of one of our subsidiaries Rosin Chemical (Wuping) Co., Ltd.
He joined our group in 1997. Prior to that, he held different position in Hydrochem Engincering (Shanghai) Co., Led including

Administrative Manager and Sales chrcscntativc until he left the company in 1996.

Mr. Lan graduated from the Fujian Fisheries Administrative School with a Diploma in
Accounting, In July 2008, he has completed a training course on Executive Master of

Business Administration from Xiamen University, China.

Chen Guansheng

Chen Guansheng is the Vice President of Sinomem Technology Ltd and the General
Manager of the environmental process and engineering division of our group. He holds
a Bachelor Degree of Chemical Engineering from Zhejiang University PRC and a MBA
from Hong Kong Polytechnic University. Before his appointment in Sinomem, Mr.

Chen was a Deputy General Manager of Lukang Pharmaceutical Co., Led, a leading

pharmaccutical produccr listed in Shanghai Exchangc He has more than 17 years of

cxpcricnces in fermentation-based pharmaceutical industry.

Lan Chunguang

Lan Chunguang is the Vice President of Sinomem chhnology Ltd and the General Manager of the membrane tcchnology division
of our Group since 2009. He is currcntly responsihlc for Group’s administrative and human resources management and oversees
sales & markcting, procurement & logistics, production & customer service dcpartmcnts for the membrane process & engineering
business. He has nearly 10 years of gcncral management experience. Mr. Lan started as an Administrative cum Customer Manager
with Suntar Membrane chhnoiogy (Xiamen) Co., Ltd since 1997. From 2007, he assists the Managing Director to oversee the
overall management and day-today operations. He holds a Diploma in history from Longyan Teachers” College, Fujian Province,

PRC. Currcntly, he is doing his Executive Master of Business Administration with National University of Singaporc,
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Board Of Directors:

Dr. Lan Weiguang (Managing Director)
Chen Ni (Executive Direcror)

Teng Cheong Kwee (Independent Director)
Hee Theng Fong (Independent Director)
Kong Tai (Independent Director)

Company Secretary:
Chew Kok Liang

Registered Office:

Sinomem Technology Limited
10 Ang Mo Kio Street 65 #06-10
Singapore 569059

Tel: 6481 6966

Fax: 6481 6066

Website: www.sinomem.com

Share Registrar And Share Transfer Office:
Tricor Barbinder Share Registration Services

(A division of Tricor Singapore Pte. Ltd.)

8 Cross Street #11-00

PWC Building

Singapore 048424

Manager, Underwriter And Placement Agent:

UOB Asia Limited
80 Raffles Place
UOB Plaza
Singapore 048624
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CORPORATE DATA

Primary Sub-underwriters And Placement Agents:
United Overseas Bank Limited

80 Raffles Place

UOB Plaza

Singapore 048624

UOB Kay Hian Private Limited
80 Raffles Place #30-01

UOB Plaza 1

Singapore 048624

Solicitors To The Invitation:
Wong Partnership

One George Street #20-01
Singapore 049145

Auditors:

Deloitte & Touche LLP
Certified Public Accountants
6 Shenton Way #32-00

DBS Building Tower Two
Singapore 068809

Partner: James Xu

(Since financial year ended December 31,2007)

Legal Advisers To The Company
As To PRC Law:

Jingtian & Gongcheng

Floor 15 The Union Plaza

20 Chaoyangmenwai Dajic

Beijing 100020

PRC

Receiving Banker:

United Overseas Bank Limited
80 Raffles Place

UOB Plaza

Singapore 048624




corporate governance report

The Board of Directors (the “Board”) and management of Sinomem Technology Limited (the “Company” or “Sinomem”) believes in maintaining high

standards of corporate governance and is committed to ensuring that effective sclf»rcgulatory corporate practices exist to protect the interests of its

sharcholders. The Company recognises the importance of practising good corporate governance and fully supports the recommendations of the Code

ofCorporatc Governance 2005 (the “Code”). This [CPOIT SCts OUt corporate governance practices with spccific references to the Code issued by the

Singapore Exchange Securities Trading Limited ("SGX-ST7).

A.

BOARD MATTERS
Board’s Conduct of its Affairs
Principle 1: Every company should be headed by an effective Board to lead and control the company. The Board is collectively responsible for

the success of the company. The Board works with Management to achieve this and Management remains accountable to the Board.

The Board oversces the business affairs of the Company. The Board provides entreprencurial leadership, sees scrategic directions, oversees
management effectiveness and proper conduct of the Company’s business. It has overall responsibility for the Company's strategic plans and
pcrformancc objcctivcs, financial plans, kcy opcrational initiatives, financial pcrformancc reviews, compliancc and accountability systems, and
corporate governance practices.

To assist the Board in the dischargc of its function, three Board Committees, namely Audit Commiteee, Nominating Committee, and
Remuneration Committees have been constituted wich clear written terms of reference. All the Board Committees perform specific roles
in accordance with their respective terms of reference and, collectively, promote good corporate governance practices in the Company and

within the Group.

The Board is apprised on a timely basis of relevanc rcgulatmy changcs, in particular, ch;mgcs in the Companies Act, Financial Reporting Standard,

and any major changes or events in tl’lC industry.
ThC Board meccets ngLll;ll’ly, at lcast ona quartcrly l)ilSiS. Ad hOC mcctings arc hCld at SLICh time, as and VVhCH fC(]UifCCL to addrcss any SPCCiﬁC
signiﬁcant martters th&[ may arise. Telephonic attendance élllCl conference at mcetings Of[hC Board and Board Committees are allowed Lll]dCl’

the Company’s Articles of Association. The Board ensures that effective management is in placc to conduct the Group’s business propcrly.

The Board has identified a number of arcas for which the Board has direct responsibility for decision-making, Certain marters specifically

reserved for decision by the Board are as follows:

- Review and approval of the Group’s financial resules announcements;
- Approval of the annual report and financial statements;

- Declaration of interim dividends and proposal of final dividends;

- Convcning of sharcholders’ meetings;

- Approval ofcorporatc strategy; and

- Authorization ofmajor transactions.
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corpomte governance report

Tl’lC attcndancc OFthC Dircctors at mcctings Oftl’lC Board and tl"lC Board Committees hCld during [l’lC ﬁnancial yeararc sctoutas FO“OWSZ

Types of Board Aud?t Nominzllting RcmunCFation
Meetings Committee Committee Committee
No. of No. of No. of No. of No. of No. of No. of No. of

Names of Meetings | Meetings | Meetings Meetings Meetings Meetings Meetings Meetings
Directors Held Attended Held Attended Held Attended Held Attended
Lan Weiguang 4 4 4 4 1 1 1 1
Chen Ni 4 4 4 4" 1 1 1 1
Teng Chcong Kwee 4 4 6 6 1 1 1 1
Hee Theng Fong 4 4 6 6 1 1 1 1
Kong Tai 4 3 6 5 1 1 1 1

By invitation

New directors would be given bricfings and site visits to familiarise themselves with the various businesses and opcrations of the Group in the
People’s Republic of China ("PRC”). Directors are encouraged to attend relevant seminars and conferences to gain better knowledge and

undcrstanding ofapplicablc rules, rcgulations and requirements.

Board Composition and Guidance
Principlc 2: There should be a strong and indcpcndcnt clement on the Board, which is able to exercise objcctivc judgmcnt on corporate aftairs
indcpcndcntly, in particular, from management. No individual or small group of individuals should be allowed to dominate the Board’s decision

making,

The Board comprises 5 Directors, two of whom are Executive Directors and three are Independent Directors. Their collective experiences and

contributions are valuable to the Group. The Directors are as follows:

Dr. Lan Weiguang
Mdm. Chen Ni

Mr. Teng Cheong Kwee
Mr. Hee Theng Fong
M. Kong Tai

Managing Director
Executive Director
Independent Director
Independent Director

Independent Director

The Board considers that it is currcntly of an appropriate size to facilitate effective discussion and decision making, taking into account the
composition of the Board, the scope and nature of the Group's operations. The Independent Directors consist of respected individuals from
different backgrounds whose core competencics, qualifications, skills and experience are exeensive and complcmcntary to enable the Board to

make balanced and well-considered decisions.

The Board considers an “indcpcndcnt” director as one who has no rclationship with the Company, its related companics or its officers that
could interfere or be rcasonably pcrccivcd to interfere, with the exercise of the Director’s indcpcndcnt business judgmcnt on the conduct of

the Group's affairs.
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corpomte governance report

The indcpcndcncc of each Director is reviewed annuaiiy by the Nominating Committee in accordance with the Code’s definition of
indcpcndcncc. Each Director is rcquircd to compictc a ‘Confirmation oflndcpcndcncc' form to confirm his in(icpcndcncc. The said form,
which was drawn up based on the definitions and guidelines set forch in Guideline 2.1 in the Code and the Guidebook for Audit Commictees
in Singaporc issued by Audit Committee Guidance Committee, requires cach Director to assess whether he considers himscifindcpcndcnt
dcspitc not ha\/ing any of the rciationships identified in the Code. The Nominating Committee has reviewed the forms complctcd by cach

Director and s satisficd that more than one-third of the Board comprises Independent Directors.

Chairman and Chief Executive Officer
Principle 3: There should be a clear division of responsibiliies at the top of the company - the working of the Board and the executive
rcsponsibiiity of the company's business — which will ensure a balance of power and authority, such that no one individual represents a considerable

concentration O{:POV\’CK”.

The Board is of the view that the interests of the Group is well served by having a singic icadcrship structure, wiicrcby Dr. Lan \Wciguang serves
both as the Managing Director (equivalent to the position of Chief Exccutive Officer, “CEQ”) and as Chairman of the Board. As the Managing
Director of the Group, Dr. Lan has been rcsponsibic for our business strategy, the impicmcntation of our corporate pians and poiicics, and the
overall management of our business. Dr. Lan’s experience, icadcrship and track record has provcd to be critical to the growth and dcvciopmcnt

of our Group.

Aithough the roles and responsibilitics for both the Chairman and Managing Director are vested in Dr. Lan, the Board believes that there is an
adequate balance of power within the Board. All major decisions made by the Company will be subject to review by the Board. The presence
of the three competent and proféssionai indcpcndcnt Directors hcips to ensure that dccision—mai(ing is based on collective decisions without
any individual or small group of individuals dominating the Board’s decision mai(ing In addition, the Chairman is guidcd by recommendations

provided by the three Board Committees.

B. BOARD COMMITTEES

Nominating Committee

Board Membership

Principle 4: There should be a formal and transparent process for the appointment of new Directors to the Board.
The Nominating Committee comprises 4 Directors, a majority of whom, including the Chairman, are Independent Directors:

Chairman : Mr. Hee Theng Fong
Member : Mr. Teng Cheong Kwee
M. Kong Tai
Dr. Lan Weiguang

Independent Director)
Independent Director)

Independent Director)

e

Managing Director)
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The Nominating Committec is govcrncd by its written terms of reference. In accordance with the definition in the Code, the Chairman of the

Nominating Committee is not dircctly associated with a substantial sharcholder of the Company. The Nominating Committee is rcsponsiblc

tor:

. making recommendations to the Board on all board appointments and re-nomination having rcgard to each Director’s contribution
and performance (such as attendance, preparedness, participation and candour);

. ensuring that the Directors submit themselves for re-nomination and re-election at rcgular intervals of at least once every three
years;

o dctcrmining annually whether a Director is indcpcndcnt, in accordance with the indcpcndcncc guidclincs contained in the Code;

o reviewing annually whether a director with multiplc board representations is able to and has been adcquatc[y carrying out his duties as
adirector of the Company; and

. considcring how the Board'’s pcrformancc may be evaluated and proposing objcctivc pcrformancc criteria.

During the year, the Nominating Committee reviewed the indcpcndcncc of Directors, based on the guidclincs set out in the Code, the
Guidebook for Audit Committees in Singapore issucd by Audic Committee Guidance Committee and any other salient factors. Following its
annual review, the Nominating Commiteee has affirmed the independence of Messrs Teng Cheong Kwee, Hee Theng Fong and Kong Tai. In
addition, the Nominating Committee is satisfied that che present Board size and complcmcntary expertise, skills and experience of the various

Board members have served the Company well in terms of decision making in overseeing the Company’s business.

The Nominating Committee is satisfied that sufficient time and attention are being given by the Directors to the affairs of the Group,
notwithstanding that some of the Directors have multiplc board representations, and there is prcscntly no need to implcmcnt internal guidclincs

to address the competing time commitments.

The Company’s Articles of Association provide that, every Directors shall retire from office once every three years at cach Annual General
Mccting, one-third of the Directors of the time bcing (or, if their number is not a multiplc of three, the number nearest to but not less than

one-third) shall retire from office by rotation. A retiring director is eligible for re-clection.

The Nominating Committee has reviewed and recommended that Messrs Hee Theng Fong and Kong Tai who are retiring at the forthcoming
Annual General Meeting be nominated for re-election. The Board has accepted the recommendations and the retiring Directors will be offering

thcmsclvcs fOI’ rc—clcction.
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Kcy information rcgarding the Directors is as follows:

Present Directorships and Past 3 Years Dirccrorships and
Chairmanships in Other Chairmanships in Other
Date of First Date of Last Listed Companies and Listed Companies and
Name of Director Appointment Re-clection Major Appointments Major Appointments
Dr. Lan Weiguang 18 Seprember 30 April 2009 | 1. Reyphon Agriceutical Limited | Nil
2002
Chen Ni 18 September 30 April 2009 | Nil Nil
2002
Teng Cheong Kwee 14 May 2003 28 April 2008 | Listed Companies Listed Companies
1. AEI Corporation Ltd 1. Tianjin Zhongxin
2. Techcomp (Holdings) Led Pharmaccutical Group
3. Memtech International Led Corporation Ltd
4. Junma Tyre Cord Company
Led
5. STATS ChipPAC Ltd
6. First Resources Led
Major Appointments
Nil
Hee Theng Fong 14 May 2003 28 April 2008 | Listed Companies Listed Companies
1. Datapulse Technology Limited | 1. Ban Joo & Company Ltd
2. Tye Soon Limited 2. Sun Yet Sen Nanyang
3. YHI International Limited Memorial Hall Co., Led
4. Declong Holdings Limited 3. Oricental Century Limited
5. First Resources Limited 4. Sapphire Corporation Led
5. Singapore Chinese Orchestra
Major Appointments Company Limited
Director - NTUC Fairprice Co-
operative Limited
Kong Tai 28 September 28 April 2008 | Nil Nil
2007

The academic and professional qualifications of the members of the Board are set on pages 6 to 7 of the Annual Report. The Directors” interests

in shares are as disclosed in paragraph 3 of the Directors’ chort.
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Board Performance
Principle 5: There should be a formal assessment of the effectiveness of the Board as a whole and the contribution by cach director to the

effectiveness of the Board.

The Nominating Committee has impicmcntcd and continued with an annual pcrformancc evaluation process for assessing the effectiveness
of the Board as a whole. The objective of the performance evaluation is to increase the overall effectiveness of the Board. The assessments are
made against prc—cstabiishcd criteria, which are derived from the Board’s charter and rcsponsibiiitics. The Nominating Committee discussed
the results of the Board pcrformancc evaluation to idcntify areas where improvements were necessary and made recommendations to the

Board for action to be taken.

Access to Information
Principle 6: In order to fulfil cheir responsibilities, Board members should be provided with complete, adequate and timely information prior

to Board meetings and on an on-going basis.
S S

All Directors received adequate and timely information necessary for the discharge of their duties and responsibilities. Prior to cach Board
meeting, all Directors are cach providcd with the relevant documents and information to enable them to obrain a comprchcnsivc undcrstanding

Oi:ti]C issues to bC dciibcratcd upon to Cn?lbiC thcm to arrive at an informcd dCCiSiOni

The Board has indcpcndcnt access to the Company Sccrctary, who providcs the Board with rcgular updatcs on the requirements of the
Singapore Companies Act, all the rules and rcguiations of the SGX-ST and other rules and regulations that are applicable to the Company.
The Company Sccrctary or his representatives also attends all Board meetings and assists the Chairman in ensuring that Board proccdurcs are
followed and reviewed such that the Board functions ci:i:cctivcly The decision to appoint or remove the Company Sccrctary is a decision made

by the Board as a whole.

Subjcct to the approvai of the Chairman, the Directors, whether as a group or individually, may seck and obrain indcpcndcnt profcssional advice

to assist them in discharging their duties and responsibilities as Directors of the Company, at the expense of the Companyi

Remuneration Committee

Procedures for Dcvcioping Remuneration Policies
Principle 7: There should be a formal and transparent procedure for developing policy on executive remuneration and for fixing the remuneration

packagcs of individual Directors. No director should be involved in dcciding his own remuneration.

The Remuneration Committee comprises the following three members, all of whom are independent of management and free from any business

or other rclationships to the Group which may matcriaily interfere with the exercise of their indcpcndcnt judgmcnt, namciy:

Chairman : Mr. Hee Theng Fong (Independent Director)
Member : Mr. Teng Cheong Kwee (Independent Director)
Mr. Kong Tai (Independent Director)
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The Remuneration Committee is govcrncd by its written terms of reference. The duties of the Remuneration Commiteee include, inter alia,

the following:

. rccommcnd to tilC BOE}.l’d a framcwork Oi: remuneration (\’Vi"liCi"l covers 21“ ElSpCCtS Oi: remuneration inciuding Dil’CCtOI’S’ i:CCS, salarics,

aiiowanccs, bODLlSCS, OPEiODS an(i anCﬁ[S in i(lnd) :md 'EilC SPCCiﬁC remuneration packagcs {:Ol’ ti’lC BO;II‘C] and i(Cy executives;

. determine the policy for cstabiishing the remuneration packagcs for each Exccutive Director and review of the service contracts of
cmployccs;

. structure a proportion of Exccutive Directors’ remuneration so as to link rewards to group or corporate and individual pcx‘formancc;

. review and recommend to the Board the terms of renewal for those Executive Directors whose current service contracts will expire

or had cxpircd;
. oversce the award of share options and the payment of fees to Non-Executive Directors; and
. consider the various disclosure requirements for remuneration packagcs of Directors and kcy executives of the Company.

The members of the Remuneration Committee do not participate in any decision concerning their own remuneration. Each member of
the Remuneration Committee shall abstain from voting on any resolutions in respect of his remuneration. The Directors’ fees are subjcct to

sharcholders” approval at the forthcoming Annual General Meeting,

The Remuneration Committee has full authority to obrain external profcssional advice on matters rciating to remuneration as and when the

need arises. The objective is to ensure competitive compensation is in place to build and retain capable and committed Management.

Level and Mix of Remuneration
Principle 8: The level of remuneration should be appropriate to actract, retain and motivate the Directors needed to run the company successtully
but companics should avoid paying more thanis necessary for this purposc. A significaiit proportion of executive Directors remuneration should

be structured so as to link rewards to corporate and individual pcrformancci

The Company advocates a pcrformancc—bascd remuneration system that takes into account the pay and Cmploymcnt conditions within
the industry, the CompanyE and individual cmpioyccs’ pcrformanccsi The objcctivc is to attract, retain and motivate kcy executives and
Directors. The Remuneration Committee also reviews all matters concerning the remuneration of Non-Executive Directors to ensure that the
remuneration is commensurate with the contribution and rcsponsibiiitics of the Directors. The Non-Executive Directors are paid a Director’s
Fee. These fees are recommended by the Remuneration Committee and submitted to the Board for endorsement. The quantum of Directors’

fee to be paid for cach year is subject to sharcholders” approval at the Annual General Meeting,

Our Managing Director, Dr. Lan Weiguang and Executive Director, Mdm. Chen Ni had entered into service agreements with the Company
for an initial period of three years commencing from 2003 and renewable automatically thereafter unless otherwise terminated by written notice
of three months given by cither party to the other. The service agreements spelt out the salary, bonus, profit sharing and other benefies that che

Executive Directors are entitled to.
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On 9 May 2003, the sharcholders of the Company approved the adoption of a share option scheme known as the Sinomem Employces’ Share
Option Scheme (the “Scheme”), which complied with Chaprer 8, Pare VIII of the Listing Manual of the SGX-ST. The Remuneration Committee

is also responsible for administering the Scheme.

Disclosure on Remuneration
Principle 9: Each company should provide clear disclosure of its remuncration policy, level and mix of remuneration, and the procedure for
setting remuneration in the company's annual report. [t would providc disclosure in relation to its remuneration policics to enable investors to

understand the link between remuneration paid to Directors and kcy executives and pcrformancc
Directors and Kcy Exccutives receiving remuneration for the financial year ended 31 December 2009 is set out below:

A breakdown of cach individual Director’s and key executive’s remuneration, in percentage terms showing the level and mix for the financial

year ended 31 December 2009, is as follows:

Remuneration Band & Name of Bonus &

Dircctors and Key Exccutives Salary & CPF Profit Sharing Dircctors Fees Toral
Directors

Above $250,000

Dr. Lan Weiguang 47% 50% 3% 100%
Below $250,000

Mdm. Chen Ni 52% 42% 6% 100%
Mr. Teng Cheong Kwee - - 100% 100%
Mr. Hee Theng Fong - - 100% 100%
M. Kong Tai - - 100% 100%
Key Executives

Below $250,000

Dr. Pu Weidong (resigned on 31 December 2009) 90% 10% - 100%
Lan Xinguang 72% 28% - 100%
Hans Joerg Heckmann 100% - - 100%
Lin Yongbin(resigned on 31 December 2009) 82% 18% - 100%
Chen Guansheng 74.3% 25.7% - 100%

Immediate Family Member of Directors/Substantial Sharcholders
Thereisno cmploycc of the Group who is an immediate family ofa Director or substantial sharcholder whose remuneration exceeds $150,000
for the financial year ended 31 December 2009. The remuneration of employees who are related to a Director or substantial sharcholder is

dctcrmincd on tl’lC same basis as [hC remuneration OFOthCl’ unrclatcd cmploycc&
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Audit Committee
Accountability and Audit Accounmbiiity

Principle 10: The Board should present a balanced and understandable assessment of the Company’s performance, position and prospects.
The Board is accountable to the sharcholders and other stakeholders while the Management is accountable to the Board.

The Board’s primary role is to protect and enhance long-term value and returns for the sharcholders. In the discharge of its duties to the
sharcholders, the Board, when presenting financial stacements and announcements, secks to provide the sharcholders with adequate analysis,

explanation and assessment of the Group's financial position and prospects.

Audit Committee

Principle 11: The Board should establish an Audic Committee with written terms of reference which clearly set out its authority and duties.

The Audit Committee comprises three members, all of whom, including the Chairman, are indcpcndcnt:

Chairman : Mr. Teng Cheong Kwee (Independent Director)
Member : Mr. Hee Theng Fong (Independent Director)
Mr. Kong Tai (Independent Director)

The members of the Audic Committee have many years of experience in business management, finance and legal services and the Board
is of the view that the members of the Audic Committee have requisite financial management expertise and experience to discharge its

rcsponsibiiitics.

The Audit Committee discharged its functions as set out in written terms of reference. In October 2008, the Audic Committee Guidance
Committee issued the Guidebook for Audit Committees in Singapore. The terms of reference of the Company’s Audic Committee were

I’CViC\’VCd iil'ld amcndcd, whcrc appropriatc, during [i]C year to IldOpt rcicvant bCS'E pI’ElCtiCCS setoutin [hC GUidCbOOk.

The Audit Committee meets rcguiariy with the Group’s external auditors and Managcmcnt to review accounting, auciiting and financial

reporting matters, so as to ensure that an effective control environment is maintained in the Groupi

The Audit Committee also monitors proposcd changcs inaccounting poiicics, reviews the internal audic functions and discusses the accounting
impiications of major transactions. In addition, the Audit Committee advises the Board rcgarding the adcquacy of the Group’s internal controls

and the contents and presentation of its report.
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The functions of the Audit Committee include:

. review the interim and full year results announcements wich management and external auditors before submission to the Board for
approval, focusing on significant financial reporting issucs and judgcmcnts 50 as to ensure the integrity of the financial statements of

thC erOUP and any Formal announcements rclating to [hC GI‘OUP)S financial pcrformancc;

. review the scope and results of the external audit and its cost effectiveness, and the indcpcndcncc and objcctivity of the external auditors.
Where the external auditors also providc substantial non-audit services to the Group, to review the nature and extent of such services,

secking to balance the maintenance of objectivity and value for money:

o review internal control and proccdurcs, including review of the internal auditor’s internal audic plan and internal audit findings;

. review interested person transactions within the scope of Chaprer 9 of the Listing Manual of the SGX-ST;

. review with the external auditors, the audit plan, the system of internal accounting controls and the audit report;

. review the co-ordination between the external auditors and the management, the assistance given by management to the auditors and

addressing any issues arising from the audics, and any matcers raised by the auditors, including meeting with the auditors in the absence

of management; and
. make recommendation on the appointment or re-appointment of the external audicors, and their audit fee.

The Audic Committee has cxplicit authority to investigate any matter within its functions, direct access to and full cooperation of the
management. It has full discretion to invite any Director or Executive Officer to attend its meetings, and reasonable resources to enable it to

dischargc its functions propcrly.

The Audit Committee has met with the external auditors without the presence of the management for the financial year ended 31 December

2009.

The Audit Committee has undertaken a review of the independence and objectivity of the external audicors as well as the non-audit services
providcd by the external auditors. The Audit Committee is satisfied that the external auditors is indcpcndcnt and has recommended to the

Board of Directors, the nomination of the external auditors for re-appointment at the forthcoming Annual General Mccting.

In line with its commitment to open communication and maintain good corporate governance practice, the Company has implcmcntcd a
Whistlc»blowing policy where cmployccs of the Company may, in confidence, raise concerns about possiblc corporate improprictics in matters

of financial reporting and/or other matters.

The Audit Committee has reviewed all Interested Person Transactions during the financial year ended 31 December 2009 and is of the opinion

that Chapter 9 of the Listing Manual of the SGX-ST has been complied with.

In the event that a member of our Audit Committee is interested in any matter bcing considered by our Audit Committee, he will abstain from

reviewing that particular transaction or voting on that particular resolution.
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The Audit Committee has, within its terms of reference, the authority to obtain indcpcndcnt profcssionai advice at the Company’s expense

as ?llld whcn tilC IlCCCi arises.

Internal Controls
Principle 12: The Board should ensure that the Management maintains a sound system of internal controls to safeguard the sharcholders

investments and the company’s asscts.

Internal Audic

Principle 13: The Company should establish an internal audit function that is independent of the activities it audics.

The Board acknowlcdgcs the importance of maintaining a sound system of internal controls to safcguard the interests of the sharcholders
and the Group’s assct. The system is intended to provide reasonable but not absolute assurance against material misstatements or loss, and to
safcguard asscts and ensure maintenance of properaccounting records, rciiabiiity of financial information, compiiancc with appropriate icgisiation,

rcguiation and best practice, and the identification and containment of business risks.

As p;ll’t Oi: ti’lC annuai statutory auciit on ﬁnanciai statements, tilC cxtcrnai auditors rcport to thC Auciit Committee and tht‘ managcmcnt any

material weaknesses in financial controls over the areas which are significant to the audit.

Yang Lee & Associates is the Company’s appointed Internal Audicors. During the year, the Internal Auditors carried out an internal audic
on a key business segment of the Group, focusing on material internal controls, including financial, operational and compliance controls, in
accordance to an internal audit plan approved by the Audit Committee. All Internal Audit reports were submitted to the Audic Commitree
for deliberation with copies of these reports extended to the Managing Director and the relevant senior management exccutives. In addition,

internal audit’s summary of findings and recommendations and Management's responses were discussed at the Audic Committee meetings.

Both internal and external auditors conduct an annual review of the effectiveness of the Company’s and the Group’s material internal controls,
inciuding financial, opcrationai and compiiancc controls, and risk management. Any material non»compliancc or weakness in internal controls
and recommendations for Improvements were rcportcd to the Audit Committee. The Audit Committee also reviewed and monitored the
eftectiveness of the actions taken by the management on the recommendations made by the internal and external auditors in this respect. The

Board is satisficd that there are adequate internal controls in the Group.
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C. COMMUNICATION WITH SHAREHOLDERS
Communication with Sharcholders

Principle 14: Companies should engage in regular, effective and fair communication with sharcholders.

The Company believes that a high standard of disclosure is crucial to raising the level of corporate governance. The Board has embraced
openness and transparency in the conduct of the Company's aftairs, whilst preserving the commercial interests of the Company. Information

is communicated to sharcholders on a timcly basis and is made through:

(i) annual reports that are prepared and issued to all sharcholders;
(ii) interim and full year results announcements;

(iii) circulars and notices to the shareholders;

(iv) press releases; and

(v) disclosures to the SGX-ST via SGXNET.
The Company does not practice sclective disclosure as all material and price-sensitive information is released through SGXNET.

Greater Sharcholder Participation
Principlc 15: Companics should encourage greater sharcholder participation at Annual General Mcctings and allow sharcholders the opportunity

to communicate their views on various matters affccting the company.

The Annual General Mccting is the principal forum for dialoguc with shareholders. There is an open question and answer session at which
sharcholders may raisc questions or share their views rcgarding the proposcd resolutions and the Company’s businesses and affairs. The Chairmen
of the Audit, Remuneration and Nominating Committees are normally available at the Annual General Meeting to answer any questions relating
to the work of these Board Committees. The external auditors are also in attendance at the Annual General Mccting to assist the Directors in

answcring quCStiOl]S from sharcholdcrs.

Ifany sharcholdcr is Lll"lElblC to attcnd, hC is ’;l“OVVCd to appoint up to two proxics to vote on l’llS bchalfat thC mccting through proxy forms sent

in advancc. ThC Company cnsurces that thCI’C arc SCPerEltC rcsolutions at gcncral mcctings on CI].Ch substantiaﬂy SCP&I’H.EC issue.
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ADDITIONAL INFORMATION

Dcalings in Securities

The Group has adopted a Code of Best Practice on Securities Transactions by Officers to govern the dealings in securities by the Directors and
officers of the Group in compliance with Rules 1207(18) of the Listing Manual of the SGX-ST. Directors, management and officers of the Group
who have access to price-sensitive, financial or confidential information must not deal in listed securities of the Company one month before the
announcement of the interim and full-year resules, and ending on the date of announcements of the relevant resules. Internal memorandums are
sent to remind Directors and officers of the Company on the pcriod where dcalings in Company’s securities are prohibitcd. Directors and officers
of the Company are also cxpcctcd to observe insidcr»trading laws ac all times even when dcaling in Company's securities within the pcrmittcd

trading pcriod. Directors are also rcquircd to notiFy the Company on their dcalings in the Company)s shares within two business days.

Risk Management
The Group is continually reviewing and improving the business and operational activities to take into account the risk management perspective.
The Group seeks to idcntify arcas of signiﬁcant business risks, and will consider the appropriate measurcs to be taken to control and mitigate

these risks. The Group reviews all significant control policies and procedures and highlights all significant mateers to the Audic Committee.

Material Contracts
No material contracts were entered into by the Group for the benefit of any of the Directors, cither subsisting at the end of the financial year

or if not then subsisting since the end of the previous financial year.

Interested Party Transactions
Details of Interested Person Transactions (‘IPT”) for the financial year ended 31 December 2009 are set out below. These IPTs are less than

3% of the Group’s latest audited net tangiblc asscts.

Aggregate value of all incerested
person transactions during
the financial year under review Aggregate value of all interested
(cxcluding transactions less

than $$100.000 and transactions

person transactions COﬂdLlCth
undcr sharcholdcrs mandatc pursuant

conducted under sharcholders to Rule 920 (excluding transaction

Name of Interested Person mandate pursuant to Rule 920) less than $$100,000)

31 December

31 December

31 December

31 December

2009 2008 2009 2008
S$ S$ S$ S$
Suntar Technological Park Development
Co. Led - Leasing of land and buildings 526,794 479,397 - -

In accordance with the Company’s internal policy, the above IPT was reviewed and approvcd by the Audit Committee.
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report of the directors

The directors present their report togcthcr with the audited consolidated financial statements of the group and the statement of financial position and

statement ofchangcs in Cquity OfthC company FOI‘ EhC ﬁnancial year cndcd Dcccmbcr 31, 2009.

1

DIRECTORS

The directors of the company in office at the date of this reportare:

Dr Lan Weiguang
Chen Ni

Teng Cheong Kwee
Hee Theng Fong
Kong Tai

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE BENEFITS BY MEANS OF THE ACQUISITION OF SHARES
AND DEBENTURES

Neither at the end of the financial year nor at any time during the financial year did chere subsist any arrangement whose object is to enable the
directors of the company to acquire benefits by means of the acquisition of shares or debentures in the company or any other body corporate

except for the options mentioned in paragraph 5 of this report.

DIRECTORS INTERESTS IN SHARES AND DEBENTURES
The directors of the company holding office at the end of the financial year had no interests in the share capital and debentures of the company
and related corporations as recorded in the register of directors’ sharcholdings kcpt by the company under Section 164 of the Singaporc

Companics Act except as follows:

Sharcholdings Sharcholdings
rcgistcrcd in which directors are

in name of director deemed to have an interest
Name of directors and companies Atbeginning Atend Atbeginning Atend
in which interests are held ofycar ofycar of‘ycar ofycar
Sinomem Technology Limited
Ordinary shares
Dr Lan Weiguang 259,237,960 271,268,960 10,000,040 10,000,040
Chen Ni 10,000,040 10,000,040 259,237,960 271,268,960

By virtue of Section 7 of the Companies Act, Dr Lan Weiguang and Chen Ni are deemed to have interests in all the related corporations of

the company.
The directors’interests in the shares and options of the company as at January 21, 2010 were the same as at December 31, 2009.

DIRECTORS RECEIPT AND ENTITLEMENT TO CONTRACTUAL BENEFITS

Since the beginning of the financial year, no director has received or become entitled to receive a benefit which is required to be disclosed under
Section 201(8) of the Singapore Companies Act, by reason of a contract made by the company or a related corporation with the director or
with a firm of which he is a member, or with a company in which he has a substantial financial interest except those as disclosed in the financial
statements. Certain directors received remuneration from related corporations in their capacity as directors and/or executives of those related

corporations.
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p)

SHARE OPTIONS

a)

d)

The Sinomem Employees” Scheme (“the Scheme”) in respect of unissued ordinary shares in the company was approved by the

sharcholders of the company at an Extraordinary General Meeting held on May 9, 2003,
The committee administcring the Scheme comprises:

Hee Theng Fong (Chairman)
Teng Chcong Kwee
Kong Tai

Under the Scheme grantcd to the directors and cmployccs, an option entitles the option holder to subscribe for a spccific number of
new ordinary shares in the company at a subscription price per share determined with reference to the market price of the shares at
the time ofgrant of the option. The Share Option Committee may at its discretion, fix that subscription priccata discount up to 20%
oft market price. The consideration for the grant of an option is $1.00. Options grantcd with the subscription price sctat the market
price shall only be exercised after the first anniversary but before the fifth anniversary of the date of grant of that option. Options
grantcd with the market price sctata discount to the market price shall only be exercised after the second anniversary but before the
fitch anniversary of the date ofgrant of that option. The shares under option may be exercised in whole or in parton the payment of
the relevant subscription price. Options granted will lapse when the option holder ceases to be a full-time employee of the company

or any company of the group subjcct to certain exceptions at the discretion of the company.

There were no options granted pursuant to the Scheme.

During the financial year, no options to take up unissued shares of the company or any corporation in the group were grantcd and
there were no shares of the company or any corporation in the group issued by virtue of the exercise of an option to take up unissued

sharcs.

At thC Cl’ld Oi:EhC ﬁ'nancial year, tl’lCYC were no UﬂiSSUCd sharcs OF[]’IC company or any corporation in [l’lC group Lll]dCI' option.

AUDIT COMMITTEE
The Audit Committee of the company is chaired by Teng Cheong Kwee, and includes Hee Theng Fong and Kong Tai. The members of the

Audit Committee arc all independent directors.

The Audit Committee has held six meetings during the financial year and has reviewed the following, where relevant, with the exccutive directors

and thC CX[CI’H&] ‘dﬂd intcrnal (ll.lditOI'S OEEhC company:

a)

the audit plans and results of the internal auditors” examination and evaluation of the group’s systems of internal accounting

controls;
the group’s financial and operating results and accounting policies;

EhC fin;mcial statements O{:thC company Zil]d [hC consolidatcd financial statements O{:thC group bCi:Ol‘C thcir SmeiSSiOD to EhC dircctors

of the company and external auditors’ report on those financial statements;

[hC quartcrly, haif»ycarly and annual announcements as \VCH as EhC rclatcd press rclcascs on tllC rcsults and financial position Of EhC

company and the group;
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report of the directors

c) the co-operation and assistance given by the management to the group’s external audicors; and
f) the re-appointment of the external auditors of the group.
g
The Audit Committee has full access to and co-operation of the management and has been given the resources rcquircd for it to dischargc its
functions properly. It also has full discretion to invite any director and exccutive officer to actend its meetings. The external and internal audicors

have unrestricted access to the Audit Committee.

The Audic Committee has recommended to the directors the nomination of Deloitte & Touche LLP for re-appointment as external auditors

ofthc company at tl’lC forthcoming annual gcncral mccting OEthC company.

7 AUDITORS

The auditors, Deloitte & Touche LLP, have expressed their wi“ingncss €0 accept re-appointment.

ON BEHALF OF THE DIRECTORS

Dr Lan Weiguang

Chen Ni

April 12,2010
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statement of directors

In the opinion of the directors, the consolidated financial statements of the group and the statement of financial position and statement of changcs in
cquity of the company as set out on pages 33 to 102 are drawn up so as to give a true and fair view of the state of affairs of the group and of the company
as at December 31,2009, and of the results, changes in equity and cash flows of the group and changes in equity of the company for the financial year
then ended and at the date of this statement, there are reasonable grounds to believe that the company will be able to pay its debts as and when thcy fall

dUC.

ON BEHALF OF THE DIRECTORS

Dr Lan Weiguang

Chen Ni

April 12,2010
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independent auditors’ report

o tiiC 1]]CI]1i7Cl'S oiSinomcm TCCi‘lliOiOg\' [ _ilﬂith

We have audited the accompanying financial statements of Sinomem chhnoiogy Limited (the company) and its subsidiaries (the group) which comprise
the statements of financial position of the group and the company as at December 31, 2009, the statement ofcomprchcnsivc income, statement of
changes in equity and cash flow statement of the group and the statement of changes in equity of the company for the year then ended, and a summary

oi‘-significant accounting poiicics and other Cxpianatory NOLEs, as st out on pages 330 102.
Management’s Responsibility for the Financial Statements

Managcmcnt is rcsponsibic for the preparation and fair presentation of these financial statements in accordance with the provisions of the Singaporc
Companies Act, Cap. 50 (the “Act”) and Singapore Financial Reporting Standards. This responsibility includes devising and maintaining a system of
internal accounting controls sufficient to providc a reasonable assurance that assets are s;lfcguardcd against loss from unauthorised use or disposition;
and transactions are propcriy authorised and that thcy are recorded as necessary to permit the preparation of true and fair proﬁt and loss account and
balance sheer and to maintain accountability of assets; selecting and applying appropriate accounting policies; and making accounting estimates that

are reasonable in the circumstances.
Auditors’ Responsibility

Our rcsponsibiiity is to express an opinion on these financial statements. Excepras discussed in the Basis for Qualified Opinion paragmph below, we
conducted the audit in accordance with Singapore Standards on Auditing, Those standards require that we comply with ethical requirements and plan

and pcrform thC audit to obtain rcasonabic assurance \’VhC[hCl’ thC financiai statements arc i:I'CC from matcriai misstatement.

An audit involves performing procedures to obrain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected dcpcnd on the auditor’s judgcmcnt, inciuding 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 cntity’s preparation and fair presentation of the
financial statements in order to dcsign audit proccdurcs thatare appropriate in the circumstances, but not for the purposc ofcxprcssing an opinion on the
cffectiveness of the cntity’s internal control. An audit also includes cvaiuating the appropriatencss ofaccounting poiicics used and the reasonableness of
accounting estimates made by management, as well as evaiuating the overall presentation of the financial statements. We believe that the audit evidence

we have obtained is sufficient and appropriate to providc a basis for our quaiificd audit opinion.
Basis for Qualified Opinion

Unaudited consolidated management accounts of subsidiary used in consolidation

As further disclosed in Note 2 to the financial statements, the audit of the financial statements of a 52% owned subsidiary, Reyphon Agriceutical Limited.
including its subsidiaries, Jiangxi New Reyphon Biochemical Co., Ltd (‘JNR”) and Xi'an Reyphon Chemicals Co., Led (collectively known as the “Reyphon
Group”) for the financial year ended December 31,2009 has not been completed as at the date of the issuance of this report duc to certain accounting and
auditissues, including certain internal control matters, and outstanding matters which have not yet been satisfactorily resolved. Accordingly, management
has used the unaudited consolidated management accounts of the Reyphon Group for the purpose of preparing the consolidated financial stacements of
the group for the financial year ended December 31,2009. Based on the unaudited consolidated management accounts, the Reyphon Group accounted
for $38.440,000, $14.696,000, $24.630,000 and loss for the year of $335,000 and comprehensive loss of $690,000 representing 11%, 5.8%, 19.4%, 1.5%
and 4.1% of the group’s total assets, aceributable net assets, revenue, ateributable proi‘it and atcriburable toral comprchcnsive income rcspcctivciy for the

financial year ended December 31,2009.

We are unable to determine whether the unaudited consolidated managementaccounts of the Rcyphon Group are suitable for inclusion in the preparation
of the consolidated financial statements of the group and whether any adjustmcnts and/or additional disclosures are necessary in respect of the Rcyphon

Group to be included in the consolidated financial statements of the group.
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independent auditors’ report

to the members of Sinomem chhnolog\' Limited

Our audit I'CPOIT datcd Aprll 13, 2009 on thC financial statements OF thC company and thC group FO[’ thC Pl’CViOuS financial year CﬂdCd Dcccmbcr 31,

2008 ("FY 20087) was qualificd for the same reason as set out in the preceding paragraph.

Qualified opinion on the Reyphon Group for FY 2008

The audit report dated April 27,2009 on the financial statements of the Reyphon Group for FY 2008 was qualified in relation to revenue and trade
reccivables and payable of JNR as more fully described in Note 43 to the financial statements. These matters relating to JNR have not been resolved as

of the date of this report.

Accordingly, wc arc Uﬂ;lblC to dctcrminc whcthcr any adjustmcnts to thC ﬁnancial statements O‘: thC Rcyphon GI’OUP FO[' Dcccmbcr _7)1, 2008 \’VOLIIC{

aftect the group’s results, financial position, changcs in cquity and cash flows for the financial year ended December 31,2009.
Qualified Opinion

In our opinion, except for the effects of such adjustments to and/or disclosures in the accompanying financial stacements, ifany, as might have been
determined to be necessary for the matters set out in the Basis for Qlaliﬁcd Opinion section above, the consolidated financial statements of the group
and the statement of financial position and statement ofchangcs in equity of the company are propcrly drawn up in accordance with the provisions of the
Actand Singapore Financial Reporting Standards so as to give a true and fair view of the state of affairs of the group and of the company as at December

31, 2009 and Ofthc rCSUltS, Chﬂngcs in Cqui[y and CaSh ﬂOVVS Ofthf group Elnd Chaﬂgcs in Cquity Ofthc Company {:Or thC yCar Cndcd on [hﬂt dﬂ.[c.
Report on Accounting and Other Records

In our opinion, the accounting and other records rcquircd by the Act to be kcpt by the company and by those subsidiaries incorporatcd in Singaporc

of which we are the auditors have been properly kepr in accordance with the provisions of the Act.

Deloitte & Touche LLP
Public Accountants and
Certified Public Accountants

Singapore

Singapore
April 12,2010
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statement of financial position

December 31,2009

Group Company
January 1,
Norte 2009 2008 2008 2009 2008
$000 $000 $000 $000 $000
(Restated)

ASSETS
Current assets
Cash and cash equivalents 8 38,768 67,803 113,681 656 2205
Pledged fixed deposits 8 310 1,552 71 - -
Trade receivables 9 27,009 34611 34,200 = -
Current portion of long-term

financial receivables 10 9,451 8,616 1,396 - -
Other receivables and prepayments 11 38,579 33,679 57,439 149,281 145,166
Prepaid land rental 12 854 746 470 = -
Inventories 13 21,667 23776 14,186 - -

136,638 170,783 221,443 149,937 147,371

Non-current assets held for sale 14 372 419 - - -
Total current assets 137,010 171,202 221,443 149,937 147,371
Non-current assets
Trade receivables 9 - - 723 - -
Long-term financial reccivables 10 92,560 60917 30,167 - -
Prepaid land rental 12 31,072 27,255 21,885 - -
Subsidiaries 15 - - - 6,900 6,900
Associates 16 31,178 28,946 30,086 - -
Available-for-sale inv estments 17 825 577 5,963 - -
Property, plant and equipment 18 41,172 38275 30,115 - -
Long-term loan receivable - - 7,880 - -
Long-term other receivable 11 12,283 10,980 - = B
Goodwill 19 240 240 446 - -
Other intangible assct 20 261 374 - - -
Deferred rax assets 21 1,928 1,557 - - -
Total non-current assets 211,519 169,121 127,265 6,900 6,900
Total assets 348,529 340,323 348,708 156,837 154,271
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statement of financial position

December 31,2009

Group Company
January 1,
Norte 2009 2008 2008 2009 2008
$000 $000 $000 $000 $000
(Restated)

LIABILITIES AND EQUITY
Current liabilities
Trade payables 22 32,824 30,569 23626 - -
Other payables and accrued expenses 23 14,797 15,804 11,730 26,329 285
Bank loans 24 14,420 - 9,594 = -
Convertible loan notes 25 - 54,346 - - 54,346
Income tax payable 2,163 1,293 634 = -
Tortal current liabilities 64,204 102,012 45,584 26,329 54,631
Non-current liabilities
Convertible loan notes 25 - - 81,546 - -
Deferred income 26 834 855 1,778 = -
Deferred tax liabilities 21 6,901 3613 34] - -
Total non-current liabilities 7,735 4468 83,665 - -
Capital, reserves

and minority interests
Share capital 27 120,782 90,727 90,727 120,782 90,727
Treasury shares 28 (1,704) - - (1,704) -
Reserves 29 18,915 24,653 7,617 - 1,156
Retained carnings 115,412 94,147 94,332 11,430 7,757
Equity ateriburtable to cquity holders

of the company 253,405 209,527 192,676 130,508 99,640
Minority interests 23,185 24,316 26,783 — -
Toral equity 276,590 233,843 219,459 130,508 99,640
Total liabilities and equity 348,529 340,323 348,708 156,837 154271

See ﬂ[mepdﬂyiﬂg notes fOﬁﬂdﬂ[id[ Statements.
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consolidated statement of comprehensive income

Year ended December 31,2009

Group

Note 2009 2008

$000 $000
(Restated)
Revenue 30 126,818 107,261
Cost of sales (85,741) (79,204)
Gross profit 41,077 28,057
Other operating income 31 9,750 9,297
Gain from partial rcdcmption of convertible loan notes 25 = 5,570
Administrative expenses (21,224) (26,982)
Impairment losses 32 (38) (13,243)
Finance costs 33 (3,855) (6,037)
Share of profits of associates 16 2,461 3255
Profit (loss) before income tax 28,171 (83)
Income tax expense 34 (5,423) (3,994)
Profit (Loss) for the year 35 22,748 (4,077)
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consolidated statement of comprehensive income

Year ended December 31,2009

Group
Note 2009 2008
$000 $000
(Restated)
Other comprehensive income:
Exchange differences on translation of foreign operations (7,196) 17,116
Fair value changcs on available-for-sale investment - 477
Other comprehensive income for the year, net of tax (7,196) 17,593
Total comprehensive income for the year 15,552 13516
Profit (Loss) attributable to:
Owners of the company 22,929 1,165
Minority interests (181) (5,242)
22748 (4077)
Total comprehensive income attributable to:
Owners of the company 16,683 16907
Minority interests (1,131) (3,391)
15,552 13516
Basic and diluted earnings per share (cents) 36 487 0.25

See ﬂ[mepdﬂyiﬂg notes f0ﬁﬂdﬂ[idl Statements.
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statements of changes in equity

Year ended December 31,2009

Attriburable
Carrency Revaluation 0 cquity
Share Treasury  transhion Legal Capital (deficic)/ Other Retained  holdersof ~ Minority
capial shares reserve reserve reserve reserve reserve canings  the company  interests Toul
$000 $000 5000 $000 $000 $000 $000 $000 $000 $000 $000
Group
Balance ac January 1, 2008 90,727 - (2915) 8353 1,156 (477) 1,500 94332 192,676 26783 219439
Total comprchensive
income for the year
- As prcviously reported - - 15323 - - 477 - 2910 18,710 (1743) 16967
- Effect of prior year
adjustment - - (57) - - - - (1,746) (1.803) (1648) (3431)
- Asrestated - - 15,266 - - 477 - 1,164 16907 (3391) 13516
Transfer tolegal reserve - - - 1293 - - - (1.349) (56) 56 -
Dividends to minority incerests - - - - - - - - - (476) (476)
Arismg from incorporation
of subsidiarics - - - - - - - - - 1344 1344
Balance at December 31,2008 90,727 - 12351 9,646 1,156 - 1500 94,147 209527 24316 233843
Total comprehensive
income for the year - - (6,246) - - - - 22929 16,683 (1131) 15552
Transfer to legal reserve - - - 1,664 - - - (1,664) - - -
Issue of share capital 30055 - - - - - - - 30,055 - 30053
Repurchase of sharcs - (1,704) - - - - - - (1,704) - (1,704)
Rcdcmption of convertible
loan notes (Note 25) - - - - (1,156) - - - (1,156) - (1,156)
Balance at December 31,2009 120782 (1,704) 6,105 11310 - - 1500 115412 253405 2318 276590
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statements of changes in equity

Year ended December 31,2009

Share Treasury Capital Retained

Capital shares reserve carnings Total

$000 $000 $000 $000 $000
Company
Balance at January 1, 2008 90,727 - 1,156 2982 94,865
Total comprehensive income for the year - - - 4,775 4775
Balance at December 31,2008 90,727 - 1,156 7,757 99,640
Tortal comprehensive income for the year - - - 3,673 3,673
Issuc of shares capital 30,055 - - - 30,055
Repurchase of shares - (1,704) - - (1,704)
Redemption of convertible loan notes (Note 25) - - (1,156) - (1,156)
Balance at December 31,2009 120,782 (1,704) - 11,430 130,508

See accompanying notes to financial statements.
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consolidated statement of cash flows

Year ended December 31,2009

Group
2009 2008
$'000 $°000
(Restated)
Operating activities
Profit (loss) before income tax 28,171 (83)
Adjustments for:
Share of profits of associates (2,461) (3255)
Gain from partial redemption of convertible loan notes - (5.570)
Gain from sale of held for trading investments - (570)
Impairment loss on non-current assets held for sale 38 44
Impairment loss on prepaid land rental - 2,082
Impairmcnt loss on investment in associate - 7,899
Impairment loss on goodwill - 206
Impairment loss on property, plant and equipment - 3012
Gain on disposal of property, plant and equipment (87) (68)
Allowance for doubttul trade receivables 165 3,481
Allowance for doubtful other receivables - 5,386
Allowance for inventories 228 1,404
Reversal of allowance for inventory (1,044) -
Depreciation ofpropcrty, plant and equipment 3,353 3,041
Property, plant and equipment writcen off - 31
Amortisation of prepaid land rental 697 585
Amortisation of intangible assct 99 49
[nterest expense 3.855 6,037
Finance income (3.318) (2,642)
Interest income (1,450) (1,960)
Operating cash flows before movements in working capital 28,246 19,109
Trade receivables 6,831 (779)
Other receivables and prepayments (2,568) 8,471
Inventories 2,410 (9,708)
Trade payables 3,073 5,092
Orther payables 39 (3,196)
Deferred income - (1,015)
Cash gencrated from operations 38,031 17,974
Income tax paid (1,444) (1,620)
Net cash from operating activities 36,587 16,354
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consolidated statement of cash flows

Year ended December 31,2009

Group
2009 2008
$'000 $°000
(Restated)
Investing activities
Interest received 1,450 1,960
Increase in financial receivables — net'” (37,921) (31,917)
Purchase of property. plant and equipment (7,183) (12,721)
Prepayment of land rental (4,820) (5,588)
Prepayment of property, plant and equipment (1,914) -
Proceeds from disposal of held for trading investments = 570
Proceeds from disposal of property, plant and equipment 186 509
Dividends received from an associate = 4057
Receipt of loan repayment from chird partics 2726 9333
Acquisition of investment in associates = (1,121)
Acquisition of intangible asset - (423)
Acquisition of non-current asscts held for sale - (463)
Acquisition of available-for-sale investments (248) (577)
Net cash used in investing activities (47,724) (36,381)
Financing activities
Repayments of bank loans - (9.594)
Repayment of advance from a bank (691) -
Advance from a bank - 2,743
New bank loans raised 14,420 -
Proceeds from loan from non-financial institution = 3587
Repayment of convertible loan notes (58,650) (27,000)
Contributions by minority shareholders of subsidiaries - 1,344
Payments to minority sharcholders of subsidiarics - (476)
Fixed deposits pledged to a financial institution 1,242 (1,481)
Purchase of treasury shares (1,704) -
Procceds on issuc of shares 30,055 -
Interest paid (707) (666)
Net cash used in financing activities (16,035) (31,543)
Net decrease in cash and cash equivalents (27,172) (51,570)
Cash and cash equivalents at beginning of year 67.803 113,681
Effects of exchange rate changes on the balance of cash held in foreign currencies (1.863) 5,692
Cash and cash equivalents at end of year (Note 8) 38768 67.303
Note

In 2009, financial receivable of $6,036,000 was transferred to other receivables.

See acmmpanying notes f0ﬁﬂdﬂ[id[ Statements.
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notes to financial statements

December 31,2009

1 GENERAL
The company (Registration No. 200208107G) is incorporated in the Republic of Singapore with its principal place of business and registered

address at 10 Ang Mo Kio Street 65 #06-10 Techpoint, Singapore 569059. The company is listed on the mainboard of Singapore Exchange

Securitics Trading Limited. The financial statements are expressed in Singapore dollars.

The principal activity of the company is that of investment holding,

The principal activities of its subsidiaries and associates are described in Notes 15 and 16 rcspcctivcly.

Tl’lC consolidatcd ﬁnancial statements Ol:tl"lC group and tl’lC statement ofﬁnancial position and statecment ofchangcs in C(]Uity Ol:tl]C company

for the year ended December 31,2009 were authorised for issue by the Board of Directors on April 12,2010.

2 UNAUDITED FINANCIAL INFORMATION OF REYPHON AGRICEUTICAL LIMITED

(a)

During the course of the audits of the Rcyphon Group, the auditors encountered a number ofaccounting and audit issues, including
certain internal control matters, and outstanding matters, which are important to their audit of the reporting packages of two wholly-
owned subsidiaries of Reyphon namely, Jiangxi New Reyphon Biochemical Co., Led (‘JNR”) and Xi'an Reyphon Chemicals Co., Led
("XNR”) for the financial years ended December 31,2009 and 2008. The Audit Committee of the company and Reyphon were updated
regularly on the progress of the audit work and the significant accounting and audit issues, including certain internal control matters,
encountered during the course of the audi. It is noted that JNR did not maintain adcquatc supporting documentation, including but
not limited to adequate records of delivery documents acknowledged by the customers on the receipt of goods sold and documentation

over CaSh l'CCClPt in K'CSPC(I OFSU.Cl’l salcs. Adcquatc COHU‘OlS over COllCCthl’l ()fpaymcnts l:I'OI‘ﬂ customers were &lSO not CXCI’ClSCd by

JNR.

As of the date of the authorisation of the issuance of the accompanying financial statements, there remained certain unresolved issues
rclating to the audit of the Rcyphon Group. As the audit of the Rcyphon Group is still in progress, additional matrers, including internal
control and corporate governance issues, may also arise that may be material and pervasive to the unaudited management accounts of

the Reyphon Group.

As of the date of the authorisation of the issuance of the accompanying financial starements, the management and directors of Reyphon
are still working with the auditors to complete the audit of the Reyphon Group’s consolidated financial statements for FY 2009.
Accordingly, management of the company has used the unaudited consolidated management accounts of the Reyphon Group for the
purposes of preparing the consolidated financial statements of the group for FY 2009. Management is of the view that these unaudited
consolidated management accounts of the Rcyphon Group are suitable for inclusion into the consolidated financial statements of the

group for FY 2009.

Based on these unaudited consolidated management accounts, the Reyphon Group accounted for $38.440,000, $14.696,000,
$24,630,000 and loss for the year of $335,000 and comprehensive loss of $690,000 representing 11%, 5.8%, 19.4%, 1.5% and 4.1% of the
group’s total assets, attributable net assets, revenue, attributable profic and attributable total comprehensive income respectively for
FY 2009. For the financial year ended December 31,2008, the Reyphon Group accounted for $40.859,000, $15,386,000, $21.795,000,
loss for the year of $5,636,000 and comprehensive loss of $4,419,000 representing 12%, 7.3%, 20.3%, 483.8% and 26.1% of the group’s
rotal assets, actributable net assets, revenue, aceributable profit and actribucable total comprehensive income respectively as restated
(Note 42). The contribution of the Reyphon Group to the consolidated financial statements of the group for FY 2009 is summarised

bClO\VZ
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notes to financial statements

December 31,2009

2 UNAUDITED FINANCIAL INFORMATION OF REYPHON AGRICEUTICAL LIMITED (cont'd)

Orther Sinomem

entities excluding
S

Reyphon Group Reyphon Total Sinomem
(Unaudited) Group Group
Statement of Financial Position £000 $'000 £000
Current assets
Cash and cash equivalents 7,578 31,190 38,768
Pledged fixed deposits - 310 310
Trade receivables 5,359 21,650 27,009
Current portion of long-term financial
receivables - 9451 9,451
Other receivables and prepayments 763 37816 38,579
Prepaid land rental 233 621 854
Inventories 4,635 17,032 21,667
18,568 118,070 136,638
Non-current assets held for sale 372 - 372
Total current assets 18,940 118,070 137,010
Non-current assets
Long-term financial receivables - 92,560 92,560
Prepaid land rental 8,715 22,357 31,072
Associates - 31,178 31,178
Available—for—sale investments - 825 825
Property. plant and cquipment 10,785 30,387 41,172
Long-term other receivable - 12,283 12,283
Goodwill - 240 240
Other intangiblc assct - 261 261
Deferred tax assets - 1,928 1,928
Total non—current assets 19,500 192,019 211519
Total assets 38,440 310,089 348,529
Current liabilities
Trade payables 3,168 29,656 32,824
Other payables and accrued expenses 7,161 7,636 14,797
Convertible loan notes - 14,420 14,420
Income tax payable - 2,163 2,163
Total current liabilities 10,329 53,875 64,204
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notes to financial statements

December 31,2009

2 UNAUDITED FINANCIAL INFORMATION OF REYPHON AGRICEUTICAL LIMITED (cont'd)

Orther Sinomem

entities excluding
S

Reyphon Group Reyphon Total Sinomem
(Unaudited) Group Group
$000 $000 $000
Non-current liabilities
Deferred income - 834 834
Deferred rax liabilities - 6,901 6,901
Total non—current liabilities - 7,735 7.735
Capital and minority interests
Equity ateributable to equity holders of the company 14,696 238,709 253,405
Minority interests 13,415 9,770 23,185
Total equity 28111 248,479 276,590
Total liabilities and equity 38,440 310,089 348,529
Statement of Comprehensive Income
Revenue 24,630 102,188 126,818
Cost of sales (18,444) (67,297) (85,741)
Gross profit 6,186 34,891 41,077
Other operating income 103 9,647 9,750
Administrative expenscs (6419) (14,805) (21,224)
Impairment losscs (38) - (38)
Finance costs (459) (3,396) (3,853)
Share ofprofits of associates - 2,461 2461
(Loss) Profit before income tax (627) 28,798 28,171
Income tax expense (14) (5,409) (5,423)
(Loss) Profit for the year (641) 23,389 22,748
Other comprehensive income:
Exchange differences on translation of foreign operations (678) (6518) (7,196)
Total comprehensive income for the year (1,319) 16,871 15,552
(Loss) Profit atcributable to:
Owners of the company (335) 23264 22929
Minority interests (306) 125 (181)
(641) 23,389 22748
Tortal comprc?hensivc income attributable to:
Owners of the company (690) 17,373 16,683
Minority interests (629) (502) (1,131)
(1,319) 16871 15,552
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notes to financial statements

December 31,2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING - The financial statements have been prepared in accordance wich the historical cost convention, except as

disclosed in the accounting policies below, and are drawn up in accordance with the provisions of the Singapore Companies Act and Singapore

Financial Reporting Standards ("FRS”).

ADOPTION OF NEW AND REVISED STANDARDS - In the current financial year, the group has adopted all the new and revised FRSs
and Interpretations of FRS (“INT FRS”) that are relevant to its operations and effective for annual periods beginning on or after January 1,2009.
The adoption of these new/revised FRSs and INT FRSs does not result in changcs to the group’s and company’s accounting po]icics and has

no material effect on the amounts reported for the current or prior years, except as disclosed below:

FRS 1 - Presentation of Financial Statements (Revised)

FRS 1(2008) has introduced terminology changes (including revised ticles for the financial statements) and changes in the format and content
of the financial statements. In addition, the revised Standard requires the presentation of a third statement of financial position at the bcginning
of the earliest comparative pcriod prcscntcd if the entity applics new accounting policics rctrospcctivcly or makes retrospective restatements

or reclassifies items in the financial stacements.

Amendments to FRS 107 Financial Instruments: Disclosures — Improving Disclosures about Financial Instruments
The amendments to FRS 107 cxpand the disclosures rcquircd in respect of fair value measurements and [iquidity risk. The Group has elected
not to providc comparative information for these cxpandcd disclosures in the current year in accordance with the transitional reliefs offered

in these amendments.

FRS 108 — Operating Segments

The Group adopted FRS 108 with cffect from January 1, 2009. FRS 108 requires operating segments to be identified on the basis of internal
reports about components of the Group thatare regularly reviewed by the chief operating decision maker in order to allocate resources to the
segment and to assess its performance. In contrast, the predecessor Standard (FRS 14 Segment Reporting) required an entity to identify two
sets of segments (Business and Geographical), using a risks and rewards approach, with the entity's system of internal financial reporting to key
management pcrsonncl serving only as the starting point for the identification of such segments. Asaresulr, fo“owing the adoption of FRS 108,

the identification of the group’s reportable segments has not changed (Note 38).

At the date of authorisation of these financial stacements, the following FRSs and amendments to FRS that are relevant to the group and the

company were iSSUCd bl.lt not CffCCtiVC:

FRS7 - Amendments to Stacements of Cash Flows

FRS 24 - Related Party Disclosures (Revised)

FRS 27 - Consolidated and Separate Financial Statements (Revised)
FRS 28 - Investments in Associates (Revised)

FRS103 - Business Combinations (Revised)

Conscqucntial amcndmcnts wcere 21]50 madc to various standards asa rcsult Of:thCSC ncw/rcviscd standards.

The management anticipates that the adoption of the above FRSs and amendments to FRS in future periods will have no material impact on

the financial statements of the group and of the company in the pcriod of their initial adoption, except for the Fo”owing:
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conc'd)
Amendments to FRS 7 Statement of Cash Flows
The amendments (part of Improvements to FRSs issued in June 2009) specify that only expenditures that result in a recognised asset in the
statement of financial position can be classified as investing activities in the statement of cash flows. Conscqucntiy, cash flows in respect of
dcvciopmcnt costs that do not meet any criteria in FRS 38 lntangibic Assets for capitalisation as part ofan intcrnaiiy gcncratcd intangibic asset
(and. therefore, are recognised in profic or loss as incurred) will be reclassified from investing to operating activities in the statement of cash

flows. The amendments to FRS 7 will be adopred for periods beginning on or after January 1,2010.

FRS 24 (Revised) — Related Party Disclosures

FRS 24 (Revised) Related Party Disclosures is effective for annual periods beginning on or after January 1, 2011. The revised Standard clarifies
the definition of a related party and conscqucntly additional partics may be identified as related to the reporting entity. In addition, the revised
Standard providcs partial exemption for govc1‘nmcnt~rciatcd entities, in relation to the disclosure of transactions, outstanding balances and
commitments. Where such exemptions appiy, the reporting entity has to make additional disclosures, inciuding the nature of the govcmmcnt’s
reiationship with the reporting entity and information on significant transactions or group of transactions involved. In the period of initial

adoption, the changes to related party disclosures, if any, will be applied retrospectively with restatement of the comparative information.

FRS 27 (Revised) — Consolidated and Separate Financial Statements; and FRS 103 (Revised) Business Combinations
FRS 27 (Revised) is effective for annual periods beginning on or after July 1, 2009. FRS 103 (Revised) is effective for business combinations for

which the acquisition datc is on or after the bcginning of the first annual reporting pcriod bcginning onor aftcr]uiy 1,2009.

Apart from matters of presentation, the principai amendments to FRS 27 that will impact the group concern the accounting treatment for
transactions that result in changcs ina parcnt's interestin a subsidiaryi Itis iikciy that these amendments will signii‘icantiy affect the accounting
for such transactions in future accounting pcriods, but the extent of such impact will depend on the details of the transactions, which cannot
be anticipatcd. The changcs will be adoptcd prospcctivciy for transactions after the date ofadoption of the revised Standard and, therefore, no

restatements will be rcquircd in respect of transactions prior to the date oi‘iadoption.

Simiiarly, FRS 103 is concerned with accounting for business combination transactions. The changcs to the Standard are signiiicant, but their
impact can oniy be determined once the details of future business combinations is known. The amendments to FRS 103 will be adoptcd
prospectively for transactions after the date of adoption of the revised Standard and, therefore, no restatements will be required in respect of

transactions prior to the date ofadoption.

FRS 28 (Revised) — Investments in Associates
In FRS 28 (Revised), the principle adopted under FRS 27 (Revised) (sce above) thata loss of control is recognised as a disposal and re-acquisition
oi"any retained interest at fair value is extended by conscqucntial amendment to FRS 28 (Revised); therefore, when significant influence is lost, the

investor measures any investment retained in the former associate at fair value, with any consequential gain or loss recognised in profic or loss.

FRS 28 (Revised) will be adoptcd tor pcriods bcginning onor ai‘icr]uiy 1,2009 and will be appiicd prospcctivciy in accordance with the relevant

transitional provisions and, therefore, no restacements will be required in respect of transactions prior to the date of adoption.

BASIS OF CONSOLIDATION - The consolidated financial statements incorporate the financial statements of the company and entitics
controlled by the company (its subsidiarics). Control is achieved where the company has the power to govern the financial and operating policies

ofan entity so as to obtain benefits from its activities.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
FRS 28 (Revised) — Investments in Associates (contd)
The resules of subsidiaries acquired or disposed during the year are included in the consolidated profit and loss statement from the effective

date ofzicquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with those used by

other members of the group.
Allintra-group transactions, balances, income and expenses are climinated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are identified scparatcly from the group’s cquity therein. Minority interests consist
of the amount of those interests at the date of the original business combination (sce below) and the minority’s share of changes in equity since
the date of the combination. Losses appiicablc to the minority in excess of the minority’s interest in the subsidiary’s cquity are allocated against
the interests of the group except to the extent that the minority hasa binding obligation and is able to make an additional investment to cover

its share of those losses.

In the company's financial statements, investments in subsidiaries and associates are carried at cost less any impairment in net recoverable value

that has been recognised in profic or loss.

BUSINESS COMBINATIONS - The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued
by the group in cxchangc for control of the acquiree, pius any costs dircctly attributable to the business combination. The acquircc’s identifiable
assets, liabilities and contingent liabilities that meet the conditions for recognition under FRS 103 are rccogniscd ac their fair values at the
acquisition date, except for non-current assets (or disposal gl‘oups) that are classified as held for sale in accordance with FRS 105 Noz-Current

Assets Held fbr Sale and Discontinued Operations, which are rccogniscd and measured at fair value less costs to sell.

Goodwill arising on acquisition is l'ccogniscd as an asset and initially measured at cost, bcing the excess of the cost of the business combination
over the group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities rccogniscd. If, after reassessment, the
group’s incerest in the net fair value of the acquirec’s identifiable assets, liabilities and contingent liabilities exceeds the cost of the business

combination, the excess is i'ccogniscd immcdiatcly in profit or loss.

The interest of minority sharcholders in the acquiree is initially measured at the minority's proportion of the net fair value of the assets, liabilicies

and contingent liabilities rccogniscd.

FINANCIAL INSTRUMENTS - Financial assets and financial liabilities are recognised on the gi‘oup’s statement of financial position when

El’lC gi‘oup bCCOIﬂCS a pal‘ty to tl’lC COI’IU’&CKU.&] PI’()ViSiOIlS Oi:tl’lc inscrument.

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009



notes to financial statements

December 31,2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument and of allocating interest income or expense
over the relevant pcriod‘ The effective interest rate is the rate that cxactly discounts estimated future cash receipts or payments through the
cxpcctcd life of the financial instrument, or where appropriate, a shorter pcriod. Income and expense are rccogniscd on an effective interest

rate basis for debt instruments.

Financial assets
Investments are recognised and de-recognised on a trade date where the purchase or sale of an investment is under a contract whose terms
require dclivcry of the investment within the timeframe established by the market concerned, and are initially measured at fair value plus

transaction costs.

Other financial asscts are classified into the following specified categories: “available-for-sale” financial assets and “loans and receivables”. The

classification dcpcnds on the nature and purposc of financial assets and is determined at the time of initial recognition.

Available-for-sale financial assets

Certain shares held by the group are classified as bcing available for sale and are stated at fair value. Fair value is determined in the manner
described in Note 5. Gains and losses arising from changes in fair value are recognised in other comprehensive income with the exception of
impairment losses, interest calculated using the effective interest method and forcign Cxchangc gains and losses on monectary asscts which are
rccogniscd dircctly in profit orloss. Where the investment is disposcd of or is determined to be impaircd, the cumulative gain or loss prcviously
recognised in other comprehensive income and accumulated in revaluation reserve is reclassified to profit or loss. Dividends on available-for-sale
cquity instruments are rccogniscd in profit or loss when the group’s right to receive payments is established. The fair value of available-for-sale
monetary asscts denominated in a forcign currency is determined in that forcign currency and translated at the spot rate at end of reporting
pcriod. The changc in fair value ateributable to translation differences that result from a changc in amortised cost of the asset is rccogniscd in

profit or lOSS, and othcr changcs arc rccogniscd in othcr comprchcnsivc income.

Loans and reccivables

Trade receivables, financial receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active
marker are classificd as “loans and reccivables”. Loans and receivables are measured at amortised cost using the effective interest method less
impairment. Interest is recognised by applying the effective interest rate method, except for short-term receivables when the recognition of

interest would be immaterial.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

Impairment of financial assets

Financial assets are assessed for indicators of impairment at cach end of the reporting period. Financial assets are impaired where there is objective
evidence that, as a result of one or more events that occurred after the initial rccognition of the financial asset, the estimated future cash flows

of the investment have been impactcd.

For available-for-sale cquity instruments, a signiﬁcant or prolongcd decline in the fair value of the investment below its cost is considered to be

objcctivc evidence ofimpairmcnt.

For all other financial assets, objcctivc evidence ofimpairmcnt could include:

. Significant financial difficulty of the issuer or counterparty; or
£
. Default or dclinqucncy in interest or principal payments; or
. Ic bccoming probablc that the borrower will enter bankruptcy or financial re-organisation.

For certain categorics of financial asset, such as trade receivables, assets that are assessed not to be impaired individually are, in addition, assessed
for impairment on a collective basis. Objcctivc evidence ofimpairmcnt fora portfolio of receivables could include the group’s past experience
of collccting payments, an increase in the number ofdclaycd payments in the portfolio past the average credit pcriod of 120 and 180 days for
sales of goods and services rendered respectively, as well as observable changes in national or local economic conditions that correlate with

dcfault on rcccivablcs.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying amount and the present

value of estimated future cash flows, discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of trade and other
reccivables where the carrying amount is reduced through the use of an allowance account. When a trade or other receivable is uncollectible, it
is written offagainst the allowance account. Subscqucnt recoveries of amounts prcviously written off are credited against the allowance account.

Changes in the carrying amount of the allowance account are recognised in profic or loss.

When an available-for-sale financial asset is considered to be impaircd, cumulative gains or losses prcviously rccogniscd in other comprchcnsivc

income are reclassified to profit or loss.

With the exception of available-for-sale cquity instruments, if, in a subscqucnt pcriod, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment loss was recognised, the previously recognised impairment loss
is reversed through proﬁt or loss to the extent the carrying amount of the investment at the date the impairment is reversed does not exceed

Wh?lt thC amortiscd cost WOLIICI havc bccn had tllC impairmcnt not bccn I’CCOgniSCdA

In respect of available-for-sale cquity instruments, impairment losses prcviously rccogniscd in profit or loss are not reversed through profit or

loss. Any subscqucnt increase in fair value after an impairment loss is rccogniscd in other comprchcnsivc income.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

Derecognition of financial assets

The group dcrccogniscs a financial asset only when the contractual rights to the cash flows from the asset expire, or it transfers the financial asset
and substantially all the risks and rewards of owncrship of the asset to another entity. If the group neither transfers nor retains substantially all
the risks and rewards ofowncrship and continues to control the transferred asset, the group recogniscs its retained interest in the asset and an
associated liability for amounts it may have to pay. If the group retains substantially all the risks and rewards of ownership of a transferred financial

asset, the group continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and cquity instruments issued l)y the group arc classified accorcling7 to the substance of the contractual arrangements entered

into and the definitions of a financial liability and an cquity instrument.

Equity instruments

An cquity instrument is any contract that evidences a residual interest in the assets of the group after dcducting all of its liabilities. Equity

instruments are recorded at the procccds received, net of direct issue costs.

Financial liabilities
Trade and other payables arc initially measured at fair value, net of transaction costs, and are subsequently measured at amortised cost, using the
effective interest rate method, with interest expense recognised on an effective yield basis, except for short-term payables where the recognition

of interest would be immaterial.
lntcrcst—bcaring bank loans are initially measured at fair value, and are subscqucntly measured at amortised cost, using the effective interest rate
method. Any difference between the procccds (net of transaction costs) and the settlement or rcdcmption of borrowings is rccogniscd over

the term of the borrowings in accordance with the group’s accounting policy for l_)orrowing costs (sce bclow).

Derecognition of financial liabilities

The group dcrccogniscs financial liabilities when, and only when, the group’s obligations are discliargcd, cancelled or thcy expire.

Convertible loan notes

Convertible loan notes are regarded as compound instruments, consisting ofa liability component and an cquity component. The component
parts of compound instruments are classified separately as financial liabilities and equity in accordance with the substance of the contractual
arrangement. At the date of issue, the fair value of the liabilicy component is estimated using the prevailing market interest rate for a similar
non-convertible instrument. This amount is recorded as a liability on an amortised cost basis until cxtinguishcd upon conversion or at the
instrument’s macurity date. The cquity componentis determined by dcducting the amount of the liability component from the fair value of the

compound instrument as a whole. This is rccognisccl and included in cquity, net of income tax effects, and is not sul)scqucntly remeasured.

CONSTRUCTION CONTRACTS - Where the outcome of a construction contract can be estimated reliably, revenue and costs are
rccogniscd l)y reference to the stage ofcomplction of the contract activity at the end of the reporting pcriod, as measured by the proportion that
contract costs incurred for work pcrformcd to date bear to the estimated total contract costs, except where this would not be representative of
the stage of complction Variations in contract work, claims and incentive payments are included to the extent that the amount can be measured

reliably and its receipt is considered probable.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent of contract costs

incurred thatit s probablc will be recoverable. Contract costs are rccogniscd as expenses in the pcriod in which tlicy arce incurred.
When it is probal)lc that total contract costs will exceed rotal contract revenue, the cxpcctcci loss is rccogniscd as an expense immcdiatcly.

LEASES - Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to

tl]C lCSSCC. All OtllCl' lCﬂSCS arc classiﬁcd as opcrating lCJ.SCS.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conc'd)

The group as lessor

Rental income from operating leases is recogniscd ona straight»linc basis over the term of the relevant lease unless another systematic basis is more
representative of the time pactern in which use benefic derived from the leased asset s diminished. Initial direct costs incurred in negotiating and

arranging an operating leasce are added to the carrying amount of the leased asset and recognised on a straighe-line basis over the lease term.

The group as lessce

Rentals payablc under operating leases are chargcd to profit or loss ona straight—linc basis over the term of the relevant lease unless another
systematic basis is more representative of the time patcern in which economic benefits from the leased asset are consumed. Contingcnt rentals

arising under operating leases are recognised asan expensc in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised asa liability. The aggregatce benefit
of incentives is recognised as a reduction of rental expensc on a straight—line basis, except where another systematic basis is more representative

Ol"tl’lC time pattcrn in VVthh economic bCHCﬁtS fme [hC leascd assctarc COHSUH]Cd.

NON-CURRENT ASSETS HELD FOR SALE - Non-current assets and disposal groups are classified as held for sale if their carrying amount
will be recovered through a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management must be commiteed to the sale,

which should be expected to qualify for recognition as a completed sale within one year from the date of classification.

INVENTORIES - Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been incurred in bringing the inventories to their present location and condition. Cost is
calculated using the weighted average method. Net realisable value represents the estimated selling price less all estimated costs of completion

and costs to be incurred in marketing, selling and distribution.

PROPERTY, PLANT AND EQUIPMENT - Propertics in the course of construction for production, supply or administrative purposcs,
or for purposes not yet determined, are carried at cost, less any rccogniscd impairment loss. Dcprcciation of these assets, on the same basis as

other property asscts, commences when the assets are ready for their intended use.
Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is charged 50 as to write off the cost, other than construction in-progress, over their estimated useful lives, using the straight—line

I'l’lCthOd, on EhC fbllOV\’illg b%lSCSI

Leaschold buildings - over the terms of lease which are from 2% to 5%
Mortor vehicles - 13% to 20%

Plant and machincry - 8% to 10%

Furniture, fittings and cquipment - 20%

The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect of;my clianges in estimate

accounted for ona prospective basis.

The gain or loss arising on disposal or retirement of an item of property, plant and equipment is determined as the difference between the sales

proceeds and the carrying amounts of the asset and is recognised in profit or loss.

PREPAID LAND RENTAL - This comprises payments for land usc i‘ights, which are amortised on a straight—line basis over the lease term

ranging from 28 to 50 years.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
GOODWILL - Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of acquisition over the group’s interest in
the net fair value of the identifiable asscts, liabilities and contingent liabilities of the subsidiary recognised at the date of acquisition. Goodwill is

initially recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses.

For the purposc o{"impairmcnt testing, goodwill is allocated to each of the group’s cash—gcncrating units cxpcctcd to benefit from the synergics
of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to reduce the carrying amount ofany goodwi“ allocated to the unit and then to the other assets
of the unit pro-rata on the basis of the carrying amount of cach asset in the unit. An impairment loss rccogniscd for goodwill is not reversed in

a subsequent period,
On disposal ofa subsidiary, the atcributable amount oi:goodwill is included in the determination of the profit orloss on disposali
The group’s policy for goodwill arising on the acquisition of an associate is described under “Associates’ below.

INTANGIBLE ASSETS - Intangjble asscts acquired scparatcly arc reported at cost less accumulated amortisation and accumulated impairment
loss. Intangiblc assets with finite useful lives are amortised on a straight—linc basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at end of cach annual reporting period, with the effect of any changes in estimate being accounted for on a

prospective basis.

ASSOCIATES - An associate is an entity over which the group has significant influence and that is neither a subsidiary nor an interest in a
joint venture. Signiﬁcant influence is the power to participate in the financial and operating policy decisions of the investee but is not control

or joint control over those policics.

The results and assets and liabilities of associates are incorporatcd in these financial statements using the cquity method of-accountingi Under the
equity method, investments in associates are carried in the consolidated statement of financial position at cost and adjusted for post-acquisition
changes in the group’s share of the net assets of the associate, less any impairment in the value of individual investments. Losses of an associate in
excess of the group’s interest in that associate (Which includes any long—tcrm interests that, in substance, form part of the group’s net investment in

thC associatc) arc not fCCOgHiSCd, UHlCSS tl’lC group has illCUfl’Cd lcgal or constructive obligations or madc paymcnts on bchalfofthc associate.

Any excess of the cost of acquisition over the group's share of the net fair value of the identifiable assets, liabilities and contingent liabilities of the
associate rccogniscd at the date ofacquisition is rccogniscd as goodwill. The goodwill is included within the carrying amount of the investment
and is assessed for impairment as part of the investment. Any excess of the group’s share of the net fair value of the identifiable assets, liabilities

and contingent liabilities over the cost ofacquisition, after reassessment, is rccogniscd immcdiatcly in profit or loss.

Where a group entity transacts with an associate of the group, profits and losses are eliminated to the extent of the group’s interest in the

rclcvant associate.

IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS EXCLUDING GOODWILL - At each end of reporting pcriod, the
group reviews the carrying amounts of its tangiblc and intangiblc assets to determine whether there is any indication that those assets have
suffered an impairment loss. If;my such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (ifany). Where itis not possiblc to estimate the recoverable amount of an individual asset, the group estimates the recoverable
amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash~g61icratiilg units, or otherwise thcy are allocated to the smallest group of cash—gcncrating units for

which a reasonable and consistent allocation basis can be identified.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Recoverable amount is the higher of fair value less costs to sell and valuc in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks

SPCCiﬁC to thC assct fOl’ which EhC estimates Of futurc CJSh ﬂOWS havc not bccn deLIStCCL

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset

(or cash—gcncmting unit) is reduced to its recoverable amount. An impairment loss is rccogniscd immcdiatcly in proﬁt or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised

immediately in profic or loss.

PROVISIONS - Provisions are recognised when the group has a present obligation (legal or constructive) as a result of a past event, it is probable

that the group will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to setele the present obligation ac the end of the reporting
period date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the cash flows

estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a chird party, the receivable is

rccogniscd as an assetif it is virtuaﬂy certain that reimbursement will be received and the amount of the receivable can be measured rcliabl)ﬁ

LEGAL RESERVES - The People’s Republic of China's laws and regulations require Sino-foreign cooperative joint ventures to provide
for certain statutory reserves, namely reserve fund and enterprise expansion fund, which are appropriated from net income as reported in the
statutory financial statements. All these reserves are at the discretion of the entities' board of directors. The reserve fund can only be used, upon
approval by the relevant authority, to offset accumulated losses or increase capital. The encerprise expansion fund can only be used to increase

capital upon approval by EhC rclcvant authority.

GOVERNMENT GRANTS - Government grants are not recognised until there is reasonable assurance that the group will comply with the
conditions attaching to them and the grants will be received. Government grants whose primary condition is that the group should purchasc,
construct or otherwise acquire NON-CUITent assets are recognised as deferred income in the statement of financial position and transferred to

profit orloss on a systematic and rational basis over the useful lives of the related assets.

Other government grants are recognised as income over the periods necessary to match them with the costs for which thcy arc intended to
compensate, on a systematic basis. Government grants that are receivable as compensation for expenses or losses a[rcady incurred or for the
purposc of‘giving immediate financial support to the group with no future related costs are rccogniscd in proﬁt or loss in the pcriod in which

they become receivable.

REVENUE RECOGNITION - Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for

estimatcd customer recurns, rebates and other similar allowance&
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December 31,2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
chdcring of services

Revenue and profits from contracts of short-term nature are recognised and recorded when the contracts are completed. However, any estimated

iOSSCS on uncompictcd contracts arc rccogniscd in advancc to compiction to thC exeent dCtCl’ﬂ]iﬂ’dbiCi

Revenue from operating services is recognised on a straight-line basis over the period of the operating agreement.

Sale ofgoods

Revenue from the sale of goods is recognised when all the following conditions are satisfied:

o the group has transferred to the buycr the signiﬁcant risks and rewards ofowncrship of the goods;
D the group retains ncither continuing managcriai involvement to the dcgrcc usuaiiy associated with owncrship nor effective control

over ti’lC gOOdS SOiC];

D the amount of revenue can be measured rcliabiy;
. it is probable that the economic benefits associated with the transaction will flow to the entity; and
. the costs incurred or to be incurred in respect of the transaction can be measured rciiabiy.

Construction contracts

Revenue from construction contracts is rccogniscd in accordance with the group’s accounting poiicy on construction contracts (see abovc).

Interest and i’inancc income

Interest and finance income is accrued on a time basis, by reference to the principai outstanding and at the effective interest rate appiicabic.

Dividend income

Dividend income from investments is rccogniscd when the sharcholders’ rights to receive payment have been established.

BORROWING COSTS - Borrowing costs dircctly aceributable to the acquisition, construction or production of quaiifying assets, which
are assets that ncccssariiy take a substantial pcriod of time to get rcady for their intended use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use or sale. Investment income carned on the temporary investment of specific

borrowings pcnding their Cxpcnditurc on quaiifying assets is deducted from the borrowing costs Ciigibic for capitalisation.
All other borrowing costs are recognised in profit or loss in the period which they are incurred.

RETIREMENT BENEFIT COSTS - Pursuant to the relevant regulations of the People’s Republic of China ("PRC”) government, the
PRC subsidiaries of the group (“PRC subsidiaries”) have participated in central pension schemes (“the Schemes”) operated by local municipal
government whcrcby the PRC subsidiarics are rcquircd to contribute a certain percentage of the basic salaries of their cmpioyccs to the Schemes
to fund their retirement benefics. The local municipai governments undertake to assume the retirement benefit obiigations ofall existing and
future retired employees of the PRC subsidiaries. The only obligation of the PRC subsidiaries with respect to the Schemes is to pay the ongoing

rcquircd contributions under the Schemes mentioned above. Contributions under the Schemes are chargcd to profit or loss as incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. Payments made to state-managed retirement
benefit schemes, such as the Singapore Central Provident Fund, are dealt with as payments to defined contribution plans where the group's

obligations under the plans are cquivalcnt to those arising in a defined contribution retirement benefit plan.

EMPLOYEE LEAVE ENTITLEMENT - Employee entitlements to annual leave are recognised when they acerue to employees. A provision

is made for the estimated liability for annual leave as a result of services rendered by cmployccs up to the end of the reporting pcriod.
INCOME TAX - Income tax expense represents the sum of the tax currently payable and deferred rax.

The tax currcntly payablc is based on taxable proﬁt for the year. Taxable profit differs from profit as rcportcd in the statement of compi’chcnsixm
income because it excludes items of income or expense that are taxable or deductible in other years and it further excludes icems that are not
taxable or tax deductible. The group's lial)ility for current tax is calculated using tax rates (and tax laws) that have been enacted or substantivcly

cnactcd in countries VVl]CrC tllC company :md subsidiarics OPCI‘&EC by [l]C CI]Cl Ol:tllc rcporting pcriod.

Deferred tax is rccogniscd on differences between the carrying amounts of assets and liabilities in the financial statements and the corrcsponding
tax bases used in the computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
prol‘its will be available against which deductible temporary differences can be utilised. Such assets and liabilities are not rccogniscd if the
temporary difterence arises from goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities

in a transaction that affects neicher the taxable prolit nor the accounting prolit.

Deferred tax liabilities are rccogniscd for taxable temporary differences arising on investments in subsidiaries and associates, except where the
group is able to control the reversal of the temporary difference and it is probablc that the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary differences associated with such investments and interests are only rccogniscd
to the extent that it is probable that there will be su icient taxable protits against which to utilise the benefits of the temporary ifferences an
h I bable that th Il be suffi bl fi hict lise the benefits of th ditt d

El’le are CXPCC[Cd to reverse in El’lC forcsccablc FthLll'C

Tl]C carrying amount ofdeferred tax assets is l'CVlCVVCCl at C&Cl] cnd Of[l’lfi reporting PCl‘lOd and reduced to Ell€ exeent tllat itis no longer probable

that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset realised based on the

tax rates (and rax ldWS) tllat lla\’C bccn CﬂaCth or substantivcly cnactcd by tl’lC cnd ()Ftl’lC K'CP()l'tll‘lg PCI’iOd.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities and
when tl’le relate to income taxes levied by the same raxation authority and the group intends to settle its current tax assets and liabilities on a

net basis.

Current and deferred rax are rccogniscd as an expense or income in statement of comprchcnsivc income, except when tlicy relate to items
credited or debited outside profit or loss (cither in other comprchcnsivc income or dircctly in cquity), in which case the tax is also rccogniscd
outside prolit or loss (cither in other c01nprel'1€nsive income or directly in Cquity), orwhere they arise from the initial accounting for a business
combination. In the case of a business combination, the tax effect is taken into account in calculating goodwill or dctcrmining the excess of the

acquircr’s interest in the net fair value of the acquircc's identifiable assets, liabilities and contingent liabilities over cost.
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December 31,2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conc'd)
FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION - The individual financial statements of cach group entity are
measured and presented in the currency of the primary economic environment in which the entity operates (its functional currency). The
consolidated financial statements of the group and the statcement of financial position and the company are presented in Singapore dollars,

\VhiCh is thC ﬁmctional currency OfthC company, and EhC presentation currency for thC consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional currency are
recorded at the rates ofcxchange prcvailing on the date of the transaction. At each end of the reporting period, monctary items denominated
in foreign currencics are retranslated at the rates prevailing on the end of the reporting period. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value was determined. Non—monetary

items that arc measured in terms ofhistorical costina foreign currency arc not retranslatedi

Exchange differences arising on the settlement ofmonetary items, and on retranslation o('-monetary items are included in profit or loss for the
period. Exehange differences arising on the retranslation of non-monetary items carried at fair value are included in statement of comprehensive
income for the period excepe for differences arising on the retranslation of non-monetary items in respect of which gains and losses are
rccogniscd in other comprehcnsivc income. For such non-monetary items, any cxchange component of that gain or loss is also rccogniscd in

other comprehensive income.

For the purposc of presenting consolidated financial statements, the assets and liabilities of the group’s forcign opcrations (including
comparatives) are expressed in Singapore dollars using exchange rates prevailing at the end of the reporting period. Income and expense items
(ineluding comparatives) are translated at the average exehange rates for the period, unless exehange rates Hluctuated signiﬁcantly during that
pcriod, in which case the cxchangc rates at the dates of the transactions are used. Exchangc differences arising, if any, arc rccogniscd in other
comprehensive income and accumulated in a separate component ofequityi On the disposal ofa foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation accumulated in a scparate component ofequity, shall be reclassified from cquity to

profit or loss (as a reclassification adjustmcnt) when the gain or loss on disposal is rccogniscdi

On consolidation, exchange differences arising from the translation of the net investment in foreign entitics (including monetary items thac, in
substance, form part of the net investment in forcign entitics), and o(;borrowings and other currency instruments dcsignatcd as hcdgcs of such
investments, are recognised in other comprehensive income and accumulated in foreign currency translation reserve (actributed to minority

interest, as appropriate).

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation

and translated at tl’lC ClOSil’lg rate.

CASH AND CASH EQUIVALENTS - Cash and cash equivalents comprise cash on hand and at bank and fixed deposits and that are readily

convertible to a known amount of cash and are subject to an insignifieant risk ofehanges in value.
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4 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the group’s accounting policics, which are described in Note 3, management is rcquircd to make judgcmcnts, estimates

and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and

associatcd assumptions arc bascd on historical CXPCl’iCnCC &Hd OthCI’ factors th‘dt arc considcrcd to bC rclcvant. ACtLIEll rcsults may dlﬂ'Cl’ from

these estimates.

The estimates and undcrlying assumptions arc reviewed on an ongoing basis. Revisions to accounting estimates are rccogniscd in the pcriod

in which the estimate is revised if the revision affects only that pcriod, orin the pcriod of the revision and future pcriods if the revision affects

both current and future periods.

Critical judgements in applying the entity’s accounting policies
Management is of the opinion that any instances of application of judgements are not expected to have a significant effect on the

amounts rccogniscd in the financial statements, other than the fo“owing:

Service concession arrangements under INT FRS 112 Service Concession Arrangements

The group adopted INT FRS 112 in relation to its waste water treatment plants. The adoption of INT FRS 112 requires management
to exercise its judgmcnt in order to estimate the fair value of the construction service as well as the operation service under the terms

of the arrangements. Further information relating to these arrangements is disclosed in Note 10.

Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the reporting period date,
that have a signiﬂcant risk ofcausing a material adjustmcnt to the carrying amounts of assets and liabilities within the next financial

year, arc diSCUSSCd bClOW.

a) Key estimation uncertainties under the Reyphon Group

As stated in Note 2, the financial statements of the Rcyphon Group for the current financial year are still in the midst ofbcing
audited. As such, there are uncertainties over the financial information of the Rcyphon Group included in the consolidated

financial statements. The unaudited financial information of the Rcyphon Group is disclosed in Note 2.

b) Impairment of investment in and amount due from subsidiaries and associates

Dctcrmining whether investments in and amount due from subsidiaries and associates are impaircd requires an estimation
of the recoverable amount of these subsidiaries and associates. Recoverable amount is the highcr of fair value less costs to
sell and value in use. The value in use calculation requires the company to estimare the future cash flows expected from the
cash—gcncrating unit and an appropriate discount rate in order to calculate the present value of the future cash flows. Fair value
less costs to sell has been determined based on the profcssional valuation carried out by indcpcndcnt valuers. Managcmcnt
has evaluated the recovery of those investments based on such estimates and is confident that the allowance for impairment,

where necessary, is adcquatc (Notes 15 and 16).

) Impairment of property, plant and equipment, prepaid land rental and deposit for land rental

Dctcrmining whether property, plant and cquipment, prcpaid land rental and dcposit for land rental are impaircd requires an
estimation of the value in use of these assets. The value in use calculation requires the company to estimate the future cash
flows expected from the cash-generating unit and an appropriate discount rate in order to calculate the present value of the
future cash flows. Managcmcnt has evaluated the carrying amount of those assets based on such estimates and is confident

that the allowance for impairment, where necessary, is adequate (Notes 11,12, 18).
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December 31,2009

ii)

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (conc'd)

Key sources of estimation uncertainty (cont’d)

d)

Assessment of recoverability of debts

The assessment ofrccovcrability of debts of the group is based on the ongoing evaluation ofcollcctibility and ageing analysis
of the outstanding debts and on managcmcnt’s estimate of the ultimate realisation of these debrs, including creditworthiness
and the past collection history of cach debror. Management has evaluated the recovery of those debrs based on such estimates

and is confident that the allowance for doubtful debts, where necessary, is adcquatc (Notes 9, 10and 11).

Income taxes

The group is subject to income taxes in Singapore and People’s Republic of China. Significant estimates arc required
in dctcrmining the provision for income taxes. There are many transactions and calculations for which the ultimate tax
determination is uncertain during the course of business. The group recognises liabilities for anticipated tax based on
estimates of whether additional taxes will be due. Where the final outcome of these mateers is different from the amounts
that were initiaﬂy recorded, such differences will impact the income tax and deferred tax provisions in the pcriod in which

such determination is made (Notes 21 and 34).

Contract revenue

As described in Note 3 to the financial statements, revenue and costs associated with a project are recognised by reference
to the stage ofcomplction ofa project activity at the end of the reporting pcriod date, as measured by the proportion that
contract costs incurred for work pcrformcd to date bear to the estimated total contract costs, except where this would not
be representative of the stage of completion. In addition, when it is probable that the total project costs will exceed the rotal
project revenue, the cxpcctcd loss is rccogniscd as an expense immcdiatcly. These computations are based on the presumption

that the outcome of a project can be estimated rcliably.
Managcmcnt has pcrformcd the cost studies, taking into account the costs to date and has made a best-effort estimate of the
Costs to complctc cach project. Mamgcmcnt has also reviewed the status of such projects and is satisfied that cthe estimates

to complete are realistic.

AHOVV&HCC EOI‘ inventories

In determining the net realisable value of the group’s inventories, an estimation of the recoverable amount of inventories on
hand is pcrformcd based on the most reliable evidence available at the time the estimates are made. This represents the value
of the inventories which are cxpcctcd to realise as estimated by management. These estimates take into consideration the
fluctuations of price or cost, or any inventories on hand that may not be realised, directly relating to events occurring after the
end of the pcriod to the extent that such events confirm conditions existing at the end of the pcriod. The carrying amount

of inventories is disclosed in Note 13.
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5 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

(a) Categories of financial instruments

The following table sets out the financial instruments as at the end of the reporting period:

Group Company
2009 2008 2009 2008
$000 $000 $000 $000
(Restated)
Financial Assets
Loans and reccivables (including
cash and cash cquivalents) 194,804 190,139 149,787 147,371
Available-for-sale financial assets 825 577 — -
Financial Liabilities
Measured at amortised cost 62,041 100,719 26,329 54,631
(b)  Financial risk management policies and objectives

Tl’lC group has a SyStClTl O‘:COHU’OIS in placc o creatc an acccptablc balancc bC[VVCCﬂ thC Ccost ofrisk occurring ;md thC Cost ofmanaging
EhC I’iSl(SA ThC managcmcnt continually monitors 'EhC gI’OLlp’S I’iSk managcmcnt process o cnsure that an aPPl‘OPl’iElEC balancc thWCCD

risk and control is achieved. Risk management policies and systems are reviewed regularly to reflect changes in market conditions and

the group activities.

The Audit Committee overseas how management monitors compliance with the group’s risk management policies and procedures and
reviews the adcquacy of the risk management framework in relation to the risks faced by the group. The Audit Committee is assisted

in its ovcrsight role by the internal audic function which undertakes rcgular reviews of risk management control and proccdurcs, the

resules of which are reported to the Audic Committee.

The group does not hold or issue derivative financial inscruments for spcculativc purposes.

There has been no changc to the group's exposure to these financial risks or the manner in which it manages and measures the risk.

Market risk exposures are measured using sensitivity analysis indicated below.
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5

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (contd)

(b)

Financial risk management policies and objectives (cont’d)

(i)

Foreign exchange risk management

The group transacts business in various forcign currencies, inc[uding the United States dollar, Euro and Hong Kong dollar

and therefore is cxposcd to forcign cxchangc risk, which is not hcdgcd by any financial instcruments. The group relies on the

natural hedges berween such transactions.

At the end of the reporting pcriod, the carrying amounts of monctary asscts and monctary liabilities denominated in currencies

other than the respective group entities” functional currencies are as follows:

Group

Assets

Company

Liabilities Assets Liabilities

2009 2008 2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $°000 $000 $000

US dollars
Euro

Hong Kong dollars

14,584 5,480 2201 741 13804 18410 26033 -
1.296 3824 1333 2102 2 2 - -
14 £ B - - - - -

The company has a number of investments in forcign subsidiaries, whose net assets are cxposcd to currency translation risk.

The group currcntly does not enter into any derivative transactions to hcdgc this risk.

Foreign currency sensitivity

The following table details the sensitivity to a 10% increase and decrease in the relevant forcign currencies against the relevant

functional currency of each group entity. 10% is the sensicivity rate used when reporting foreign currency risk internally to key

managcmcnt PCI’SOHHCI and I'CPI'CSC‘HIZS managcmcnt’s assessment OEthC POSSiblC rcasonablc changc in forcign Cxchangc rates.

The sensitivity amlysis includes only outsmnding forcign currency denominated monetary items and adjusts their translation

at the period end fora 10% change in foreign currency rates. The sensitivity analysis includes external loans as well as loans to

forcign operations within the group where thcy give rise to an impact on the group’s profit or loss and/or cquity.

If the relevant foreign currency weakens by 10% against the functional currency of each group entity, profic or loss will decrease

by:
Hong Kong
US Dollar impact Euro impact dollar impact
2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $000
Group
Profit or loss (1,238) (474) 4 (172) (1) (4)
Company
Profit or loss ) 1223 (1,841) = - - -
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5

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (contd)

(b)

Financial risk management policies and objectives (cont’d)

(i)

(ii)

Foreign exchange risk management (cont'd)

H:thC relevant foreign currency strengthcns by 10% against thC functional currency Of each group entity, Pl’Oﬁt or lOSS V\’i”

increase by:

Hong Kong
US Dollar impact Euro impact dollar impact
2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $000
Group
Profit or loss 1,238 474 (4) 172 1 4
Company
Profit or loss (1,223) 1.841 = - - -
(i) This is mainly attriburable to the exposure to US dollar fixed dcposits and outstanding on reccivables and payab]cs at the end of the reporting
period in the group.
(ii) This is mainly attributable to the exposure to US dollar fixed deposits and outstanding US dollar inter-company receivables and payables

at the end of the reporting period.
Forcign currency movements have no significant impact on the group’s cquity.

The group’s sensitivity to forcign currency has increased during the current year mainly due to increased US dollar denominated

cash and b(lﬂk balanccs at thC Cﬂd OfthC GCOf[iﬂg pcriod.

Interest rate risk management

The group’s policy is to maintain cash and cash equivalents and borrowings in fixed rate instruments. The group's exposure
to interest rate risk arises from cash and cash cquiva[cnts placcd with banks in Singaporc and Pcoplc’s chub[ic of China.
The interest rate risk is managcd partly by using natural hcdgcs thar arise from offsctting interest rate sensitive assets and

liabilities.

Interest rate sensitivity
The interest-bearing cash and cash equivalents placed with banks are short-term in

nature. Variations in short-term interest rate are not cxpcctcd to have a material impact on the results of the group.

Financial receivables are measured at amortised cost using the effective interest method under which the interest rates are

fixed at the date ofinccption

Asat December 31,2009, the group has no other financial instruments which carry variable interest rates except for advance
from a bank and loan from non-financial insticution (Note 23). Any reasonable possible change in the interest rate will not

have signiﬂcant impact on the group’s profit and loss. Accordingly, sensitivity analysis is not pcrf-ormcd

The company’s profit and loss and cquity are not affected by the changcs in interest rates as the intcrcst—bcaring instruments

carry HXCC] interest rate and arc mcasurcd at amortiscd Ccost.
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5

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (contd)

(b)

Financial risk management policies and objectives (cont’d)

(iii)

Equity price risk management

The group does not hold any signil‘icant cquity investment except for investments classified as available-for-sale. Accordingly,

sensitivity analysis for equity price risk has not been performed.

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations rcsulting in financial loss to the
group. The group has adoptcd a policy of only dcaling with crcditwortny counterpartics and obtaining sufficient collateral
where appropriate, as a means of mitigating the risk of financial loss from defaules. The group’s exposure and the credic
ratings of its counterparties are continuously monitored and the aggregate value of transactions concluded is sprcad amongst
approvcd counterparties. Credit exposure is controlled by the counterparty limits that are reviewed and approvcd by the

management.

The group's principal financial assets are cash and bank balances, trade, financial and other receivables and loan receivables.
The group)s credit risk is principally ateributable to its trade, financial and other receivables. These receivables consist of a
largc number of customers, sprcad across diverse industries and arcas are mainly concentrated in the Pcoplc’s chublic of
China. Ongoing credit evaluation is performed on the financial condition of these receivables. The amounts presented in the

statement ofﬁnancial position arc ncec oFallowanccs FOY dOUbtl:ul l'CCClVal)lCS.

The group does not have any significant credit risk exposure to any single counterparty or any group of counterparties having

similar characteristics. The credit risk on liquid funds is limited because the counterparties are mainly crcditworthy banks.

Further details of credit risks on trade, financial and other receivables are disclosed in Notes 9, 10 and 11 respectively.
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S FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (cont'd)
(b) Financial risk management policies and objectives (cont’d)
(v) Liquidity risk management

The group maintains sufficient cash and cash cquivalcnts, and intcrnally gcncratcd cash flows to finance its activities. The group

minimises liquidity risk by l(ccping7 committed credit lines available.
Liquidity and interest risk analysis

Financial liabilities

The following tables detail the remaining contractual maturity for financial liabilities. The tables have been drawn up based on
the undiscounted cash flows of financial liabilities based on the carliest date on which the group and company can be rcquircd
to pay. The table includes both interest and principal cash flows. The adjustment column represents the possible future cash
flows attributable to the inscrument included in the maturity analysis which is not included in the carrying amount of the

financial liability on the statement of financial position.

Weighted On
average demand Within
eftective or within 2to
interest rate 1 year S years Adjustment Tortal
% $000 $000 $000 $000

Group
2009
Non-interest bearing 42,067 - - 42,067
Variable interest rate instruments 6.3 5,788 - (234) 5,554
Fixed interest rate instruments 45 15,126 - (706) 14,420

62981 - (940) 62,041
2008
Non-interest bearing - 40,043 - - 40,043
Variable interest rate instruments 6.3 6,603 - (273) 6,330
Fixed interest rate instruments 64 58,650 - (4,304) 54,346

105,296 - (4,577) 100,719

Company
2009
Non-interest bearing 26,329 = = 26,329
2008
Non-interest bearing - 285 - - 285
Fixed interest rate instruments 64 65,250 - (10,904) 54,346

65,535 - (10,904) 54,631
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5 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (cont'd)
(b) Financial risk management policies and objectives (cont’d)
(v) Liquidity risk management (cont'd)

Financial assets

The (‘bllowing table details the cxpcctcd maturity for financial assets. The inclusion of information on non-derivative financial
assets is necessary in order to understand the group’s liquidity risk management as the group’s liquidity risk is managed on a
net asset and liabi[ity basis. The tables below have been drawn up based on the undiscounted contractual maturities of the
financial assets including interest that will be earned on those assets except where the group and the company anticipates that
the cash flow will occur in a different period. The adjustment column represents the possible future cash flows aceributable to
the instrument included in the maturity analysis which are not included in the carrying amount of the financial asset on the

statement of financial position.

Weighted On

average demand Within
effective or within 2to After
interest rate 1 year 5 years 5 years Adjustment Tortal

Group
2009
Non-interest bearing - 86,455 - - - 86,455
Fixed interest rate instrument 6.1 16,410 28,768 165417 (102,246) 108,349

102,865 28,768 165,417 (102,246) 194,804
2008
Non-interest bearing (Restated) - 81,640 - - - 81,640
Fixed interest rate instrument 52 49,379 18,641 107,186 (66,707) 108,499

131,019 18,641 107,186 (66,707) 190,139
Company
2009
Non-interest bearing - 149,782 = = = 149,782
Fixed interest rate instrument 0.69 S - = = 5

149,787 - - - 149,787
2008
Non-interest bearing B 147,366 - B B 147,366
Fixed interest rate instrument 2.16 5 - - - S

147,371 -- - - 147,371
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S FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (cont'd)
(b) Financial risk management policies and objectives (cont’d)

(vi) Fair value of financial assets and financial liabilities

The carrying amounts of cash and cash cquiva[cnts, trade and other current receivables and payablcs, provisions and other
liabilities approximate their respective fair values due to the rclativcly short-term maturity of these financial instruments. The

fair values of other classes of financial assets and liabilities are disclosed in the respective notes to financial statements.
The fair values of financial assets and financial liabilities are determined as follows:

o the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active liquid

markcts arc dCtCl’lﬂiﬂCd \’Vith rcfcrcncc to quotcd markct priccs; :md

. the fair value of other financial assets and financial liabilities are determined in accordance wich gcncrally acccptcd

pricing models based on discounted cash flow analysis

(¢)  Capital risk management policies and objectives
The group manages its capital to ensure that entities in the group will be able to continue as a going concern while maximising the

return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the group consists of debr, which includes the borrowings disclosed in Notes 23, 24 and 25, cash and cash
equivalents and equity ateributable to equity holders of the company, comprising share capital, reserves and retained earnings as disclosed

in Notes 27, 28 and 29 and in the statement ofchangcs in equity.

The group reviews the capital structure on a regular basis. As part of this review, the group considers the cost of capital and the risks
associated with cach class of‘capital. Based on considerations, the group will balance its overall capital structure through the payment of
dividends, new share issues as well as the issue of new debr or the rcdcmption ofcxisting debt. There is no external capital requirement

imposed on the group.

The group’s overall strategy remains unchangcd from 2008.

6 RELATED COMPANY TRANSACTIONS

RClElth companics in thCSC ﬁnancial statements rcfcr to mcmbcrs Of[hC company‘s gl’OU.p ofcompanics.

Some O{: thC company)s transactions and arrangcmcnts are bctwccn mcmbcrs 0{: thC group Zlﬂd thC CFFCCE OF tl’lCSC on thC basis dctcrmincd
bctwccn [hC partics is I'CﬂCC[Cd in thCSC ﬁnancial statements. ThC b;llélllCCS arc LlllSCCUJ'Cd, intcrcst—frcc &lld rcpayablc on dcmand LlI]lCSS OthCl’\ViSC

stated.

Transactions between the company and its subsidiaries, which are related companics of the company, have been eliminated on consideration

and are not disclosed in this note.
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~1

OTHER RELATED PARTY TRANSACTIONS
Related partics are entitics with common direct or indirect sharcholders and/or directors. Parties are considered to be related if one party has

the ability to control the other party or exercise signific:mt influence on the other party in making financial and operating decisions.

SOI’DC OfthC company's transactions and arrangcmcnts arce \Vith rciatcd partics ?ll]d thC CH:CCI: OfthCSC on KhC basis dctcrmincd bctwccn EhC partics

are reflected in these financial statements. The balances are unsecured, interest-free and repayable on demand unless otherwise stated.

During the year, group entities entered into the following transactions with related parties:

Group
2009 2008
$000 $000
Sales to associates (755) (2,107)
Purchases from associates - 488
Purchases from a related party in which a director
of the company has substantial interests = 28
Rental of premises paid to a related party in which a director
of the company has substantial interests 527 479
Significant transactions with former shareholders OfReyphon are as follows:
Group
2009 2008
$000 $000
(Restated)
Sales (6) (1831)
Rental expense 737 686

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expense has been recognised

in the pcriod for bad or doubtful debts in respect of the amounts owed by related partics.

Compensation of directors and key management personnel

ThC remuneration oi:dircctors during thC year was as EOHO\VSZ

Group
2009 2008
$000 $000
Short-term benefits 1,151 701
Post-employment bencfits 26 22
Total L177 723

The remuncration of directors is decermined by the remuneration committee having regard to the performance of individuals and market

trends.

Tl’lC managcmcnt is OFthC opinion that thCI’C arc no OthCl‘ l(Cy mcmbcrs Ofmanagcmcnt CXCCPt thC dil’CCtOI’S OFthC company.
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8 CASH AND CASH EQUIVALENTS

Group Company

2009 2008 2009 2008

$000 $000 $000 $000
Cash and bank balances 32,740 35,875 651 2,200
Fixed deposits 6,338 33,480 5 S

39,078 69,355 656 2,205
Less: Fixed deposits pledged to a financial insticution (310) (1,552) = -
Cash and cash equivalents at end of year 38,768 67,803 656 2205

Bank balanccs and cash comprisc C’;lSh hCld by tl’lC group and short—tcrm bank dCPOSitS Wltl’l an original maturity Of thrcc months or 16554 ThC

carrying amounts of these assets approximate their fair values.

Fixed deposits bear interest at rates ranging from 0.01% to 1.37% (2008: 0.01% to 4.31%) per annum and for a tenure of approximately 30 days
(2008: 30 days).

The fixed dcposits of the group amounting to $310,000 (2008: $1,552,000) are used as collateral plcdgc to a financial institution for bankers’

guarantees and leceer of credits (Note 39).

The group’s and company’s cash and cash cquivalcnts that are not denominated in the functional currencies of the respective entities arc as

EOHOVVSZ

Group Company
2009 2008 2009 2008
$000 $000 $000 $000
Denominated in:
United States dollars 11,757 3,596 15 73
Euro 929 3207 2 2
Hong Kong dollars 14 42 - -
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9 TRADE RECEIVABLES
Group
2009 2008
$000 $000
(Restated)
Ourside partics 28,414 29,478
Allowance for doubtful debes (3,943) (3,829)
24,471 25,649
Associates (Note 16) 2,456 8,946
Related parties (Note 7) 82 16
27,009 34,611

As at December 31, 2008, an amount of $6,317,000 included in trade receivables related to construction contracts. Contract costs incurred
plus rccogniscd proﬁts amounted to $9,492,000. Progress bi“ings amounted to $3,175,000. The construction contract was complcted during

thC current ﬁnancia] year.

The average credit period on sale of goods is 120 days (2008: 120 days). The average credit period on service revenue is 180 days (2008: 180

days) No interest is chargcd on the trade reccivables.

Allowance for doubtful debts amounting to $3,943,000 (2008: $3,829,000) was made based on estimated irrecoverable amounts from sale of

goods to outside partics determined by reference to past defaule experience.

The table below is an analysis of trade receivables as at December 31:

Group
2009 2008
$000 $000
(Restated)

Not past duc and not impaired 14,894 18,691
Past due but not impaired ® 12,115 15,920

27,009 34,611
Impaired reccivables - collectively assessed 3943 3,829
Less: Provision for impairment (3,943) (3,829)
Total trade receivables, net 27,009 34611
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December 31,2009

9 TRADE RECEIVABLES (conc'd)

(i) Ageing of receivables that are past due but not impaired
Group

2009 2008

$000 $000
4 months to 6 months 2,088 3225
6 months to 12 months 5956 5,770
> 12 months 4,071 6925

12,115 15,920

The group has not providcd for these balances which are past duc as there had not been a signiﬁcant changc in credit qua]ity and the amounts

arc Still COI’lSidCer rccovcrablc. ThC ngUP dOCS not hOld any CO”?].ECI‘S.I over thCSC balanccs.

Movement in thC allowancc for doubtful dCth:

Group
2009 2008
$000 $000
(Restated)
Balance at bcginning of the year 3,829 540
Increase in allowance recognised in profit or loss 165 3,481
Amounts written off during the year - (40)
Amounts recovered during the year (8) (225)
Exchange differences (43) 73
Balance at end of the year 3,943 3,829
The group’s trade receivables that are not denominated in the functional currencies of the respective entitices are as follows:
Group
2009 2008
$000 $000
Denominated in:
United States dollars 1,847 1,860
Euro 48 256
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10 LONG-TERM FINANCIAL RECEIVABLES

Group

2009 2008

$°000 $000
Financial receivables 102,011 69,533
Less: Non-current portion of financial reccivables (92,560) (60,917)
Current portion 9,451 8,616
Financial receivables arose from the foiiowing:
(a) three 25-30-year Build-Operate-Transfer (‘BOT”) contracts to build and operate waste water treatment plants in Dengzhou and

Xuchang, Henan province and Yushan, Jiangxi province, People’s Republic of China. As at the end of reporting period, construction

of these plants have been completed and operations have commenced.

(b) four 25-30-year Build-Operate-Transter (‘BOT”) contracts to build and operate waste water treatment plants in Dongfeng and Tongyu,
Jilin province; Yichcng, Hubei province; Wuping, Fujian province, Pcoplc’s chubiic of China. As at the end of the reporting pcriod,

construction Of thCSC piants i’l;lVC bccn compictcd and arc undcrgoing thC process ofopcration tC‘StiIlg;

(c) four 25-30-year Build-Operate-Transfer (‘BOT”) contracts to build and operate waste water treatment plants in Taonan, Yitong and
Mei He Kou City, Jilin Province and Changtai, Fujian province, People’s Republic of China. As at the end of reporting period, the

piants arc Sti“ undcr construction ill'ld h(lVC not COlT]l’IlCIlCCd opcrations; and

(d) three 30-ycar Transfer-Operate-Transfer ("TOT”) contracts to operate waste water treatment plants in Siping and Gongzhuling, Jilin
province and Juye, Shandong province, People’s Republic of China. As at the end of the reporting period, these plants have commenced

operations.

The above arrangements have been classified as service concession arrangements under INT FRS 112. Under the terms of the arrangements, the
group will receive a total minimum amount of $28.8 million yearly (2008: $26.3 million yearly) from the contracted parties (grantors) in exchange
for services performed by the group when all the plants arc in full commercial operations. Revenue and profit after tax for the year arising from

the provision of construction services amount to $34.0 million and $8.7 million (2008: $20.2 million and $4.8 million) respectively.

In arriving at the carrying value of the financial receivables as at the end of the reporting pcriod, effective interest rate of 6.1% (2008: 6.1%) per

annum was used to discount the future cxpcctcd cash flows.

The fair value of the non-current portion of financial receivables approximates its carrying value, as management is of the opinion that the
effective interest rate used is similar to the market interest rate for an instrument bcaring the same risk proiiic and characteristics at the end of
the reporting period.

The iong»tcrm financial receivables are denominated in the functional currencies of the respective entities.

The counterparties of the above service concession arrangements are municipai governments in I’copic’s chubiic of China. Managcmcnt is

of the view that the associated credit risk is not significant.
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10 LONG-TERM FINANCIAL RECEIVABLES (conc'd)

ThC significant aspccts OEEhC ZlbOVC service concession arrangcmcnts arc as fOHOVVSZ

(a) The arrangements are 25-30-year concession arrangements for waste water treatment with the respective municipal governments. The
group has a total of 3 (2008: 3) transfc1'»opcr;1tc»transfcr arrangements and 11 (2008: 10) build»opcratc»transfcr arrangement as at the

end of reporting period.

(b) For the above arrangements, the group has a contractual right under the concession arrangements to receive a fixed and determinable
amount of payments during the concession period irrespective of the usage of the plants. The municipal governments guarantee a
minimum treatment volume ranging from 10,000 tonnes to 90,000 tonnes per day. Waste water treatment fees range from RMB0.70
to RMB0.90 per tonne, which will be adjustcd according to local price index, clcctricity price changcs, labour cost changcs, etc. from

the third year of operation.
(c) All the waste water treatment arrangements state the rights and obligations for the grantor and operator as follows:

(i) The operator has an unconditional right to use the land and infrastructure within the waste warer plant The operator also has

an unconditional I'ight to receive paymcnt fI’OITl [hC local govcrnmcnt 1:01' trecatment OF\VGSEC watcr.

(ll) ThC opcrator 1’1215 [l’lC obligation to treat thC rcquircd amount ofwastc water ;md EllSO o cnsure tl’l;lt tht‘ trcatcd water fulhl
thC standard quality quUimeCHt OfthC granton In addition, [hC OPCI‘&IOI‘ cannot providc waste water treatment services to

third parties without secking permission from the grantor.

(iii) The infrastructure including the plant and equipments, *know-how”, operations manual, hand-over report, design of
infrastructure and related documents, for the waste water treacment plant will be transferred over to the grantor or any grantor
appointcd agencics at the end of the concession pcriod.

(iv) The arrangement is terminated only when the other party breaches the contract or due to unforesecable circumstance.

(v) The operator has the obligation to maintain and restore the waste water plant to its opcrational condition upon transfcrring

to the grantor at the end of the concession period.
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11

OTHER RECEIVABLES AND PREPAYMENTS

Group Company
2009 2008 2009 2008
$000 $000 $000 $000
(Restated)
Subsidiaries (Note 15) - - 149,281 145,160
Associates (Note 16) 7,825 6,989 = -
Related parties (Note 7) 602 113 - -
Prepaid purchases 11,873 17,039 = -
Prepayments for acquisition of'propcrty, plant
and cquipment 1914 - - -
Short-term loan to third partics 2,760 5,486 - -
Deposits for land rental 10,369 10,980 - -
Staff loan 281 567 - -
Other deposics 18 24 = -
Others 20,020 8,847 - 6
55,662 50,045 149,281 145,166
Less: Allowance for doubttul debes — ochers (4,800) (5.386) - -
50,862 44,659 149,281 145,166
Less: Non-current portion
Prcpaymcnts for acquisition ofpropcrty, p]ant
and cquipment (1.914) - = -
Deposics for land rental after impairment (10,369) (10,980) = -
Non current portion (12,283) (10,980) = -
Current portion 38,579 33,679 149,281 145,166

ThC stafﬂoan S.I'ld amount dllC from subsidiarics, associates and fC]Elth partics arc 1]011~[f21dC in nature, intcrcst»ﬁ'cc, unsccurcd and rcpayablc

on demand.

The short-term loan to third parties is secured on certain property and plant of the third parties and carries interest at rate of 10% to 25% (2008:

10% to 15%) per annum. The loan is expected to be repaid within 12 months. Included in the short-term loan to third parties is a balance of

$2,760,000 (2008: $3,376,000) of which the third party is in dispute of the interest to be charged. As there is uncertainty on the interest expected

to bC rcccivcd on thC lOEII], no interest income has bccn rccogniscd in thC PI‘OH[ and lOSS.

Prcpaid purchascs I'Cl’dtC to ;1dvancc pilyﬂ]Cﬂ[S madc by thC g[’OUP to its supplicrs for gOOdS to bC purchascd.

The prepayments for acquisition of property, plant and equipment and deposits for land are classified as non-current asset as management

expects that the amount is not cxpcctcd to be utilised within 12 months.

Except for the short-term loan to third parties, the other receivables are interest free and repayable on demand.
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11 OTHER RECEIVABLES AND PREPAYMENTS (conc'd)

Movement in the allowance for doubtful debts

Group

2009 2008

$000 $000
Balance at beginning of the year 5,386 -
Increase in allowance recognise in profit or loss - 5,386
Amount written off during the year (473) -
Exchange difference (113) -
Balance at end of the year 4,800 5,386

The group’s and company’s other receivables that are not denominated in the functional currencies of the respective entitices are as follows:

Group Company
2009 2008 2009 2008
$000 $£000 $000 $000
Denominated in:
United States dollars 980 24 13,789 18,337
Euro 319 361 = B
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12 PREPAID LAND RENTAL

Group
S000
Cost:
At January 1,2008 22593
Additions 6,592
Exchange differences 1,828
At December 31,2008 31,013
Additions 5,431
Exchange differences (901)
At December 31,2009 35,543
Accumulated amortisation:
At January 1, 2008 238
Amortisation 585
Exchange differences 37
At December 31,2008 860
Amortisation 697
Exchange differences (42)
At December 31,2009 1515
[mpairment:
[mpairment loss for 2008 2,082
Exchange differences 70
At December 31,2008 2,152
Exchange differences (50)
At December 31,2009 2,102
Carrying amount:
At December 31,2009 31,926
At December 31,2008 28,001
Presented in the statement of financial position as:
Group
2009 2008
$000 $000
Current assct 854 746
Non-current asset 31,072 27,255
Tortal 31,926 28,001

Prcpaid land rental compriscs payments for land use rights, which are amortised on a straight—linc basis over the lease term ranging from 28 to

50 years (2008: 28 to 50 years).
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December 31,2009

12 PREPAID LAND RENTAL (cont'd)
In 2008, the impairment loss of $2,152,000 was rccogniscd for two picces ofland based on the profcssional valuation carried out by an indcpcndcnt
valuer by making reference to the market value of land and land datum value method. After considering the market condition as at December

31,2009, management is of the view that no further impairment is rcquircd for the prcpaid land rental.

13 INVENTORIES

Group
2009 2008
$000 $000
(Restated)
Raw marterials 5514 7.392
Work in progress 9,840 12,759
Finished goods 6,892 5,029
22,246 25,180
Allowance for inventories (579) (1,404)
Total 21,667 23776
Movement in the allowance for inventories:
Group
2009 2008
$000 $000
Balance at bcginning of the year 1,404 B
Increase in allowance recognised in profit or loss 228 1,404
Reversal during the year (1,044) -
Exchange differences 9) -
Balance at end of the year 579 1,404

The allowance made in previous year amounting to $1,044,000 has been reversed during the year as the related inventories were sold during the

yearata mark up. The reversal is included in cost of sales.
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14

NON-CURRENT ASSETS HELD FOR SALE

Group
2009 2008
$000 $000
As cost 463 463
Less: impairment losscs (91) (44)
372 419

In 2008, Reyphon acquired 55% equity interest in the share capital of Changda Xinfeng Bioengineering Centre Co., Ltd (*Changda”)
incorporated in the People’s Republic of China. Changda is engaged in research and development activities. Changda does not have any active
activities and has been loss—making since incorporation. On December 30, 2008, the directors of Rcyphon resolved to disposc of the cquity

interest in Changd&

Tl’lC procccds on disposal arc CXPCCtC‘d to bC ICSS than [l’lC carrying amount OFthC net assces and, ;1ccordingly, an impairmcnt lOSS 0{3’91,000

(2008: $44,000) has been recognised.

SUBSIDIARIES
Company
2009 2008
$000 $000
Unquoted equity shares, at cost 6,900 6,900
Details of the company’s signiﬁcant subsidiaries at December 31,2009 are as follows:
Proportion
Country of of ownership
incorporation interest and
Name of subsidiaries and operation voting power held Principal activities
2009 2008
% %
Held by the company
Suntar Investment Pee Led @ Singapore 100 100 Investment holding;
purification and distribution of
water (including desalination of water).
Suntar Membrane Technology Singapore 100 100 Water treatments, membrane
(Singapore) Pre Led ¥ technology and as commission agent.
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15 SUBSIDIARIES (cont'd)

Name of subsidiaries

Country of
incorporation

and operation

Proportion

of ownership

interest and

voting power held

Principal activities

2009 2008
% %

Held by subsidiaries

Changtai Suntar Water China 100 - Waste water treatment.
Treatment Co., Led 0

Dongfeng Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led ™

Gongzhu]ing Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led @

Jiangxi Huaiyushan Suntar China 100 100 Active carbon production.
Active Carbon Co., Led

Jiangxi New Reyphon Biochemical China 52 52 Production and sale of gibberellins
Co., Led ™ and other fermentation-based

biochemical products.

Juye Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led ™

Lianyungang Zhongxin China 60 60 Chemical industry park,
Chemical Environment infrastructure development
Exploitation Co., Led (i) and water treatment.

Meihekou Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led ™

Microdyn-Nadir (Xiamen) Co., Ltd (i) China 68 68 Dcvcloping and manufacturing

membrane materials and modules.

New Suntar Environmental China 100 100 Dormant.
Engincering (Nanchang) Co., Led

Reyphon Agriceutical Limited ) Singapore 52 52 Investment holding,
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15 SUBSIDIARIES (cont'd)

Name of subsidiaries

Proportion
Country of of ownership
incorporation interest and

and OpCI’?lthl] voting power llCl(l

Principal activities

2009 2008
% %
Rosin Chemical (Wuping) Co., Led China 100 100 Production and sale of
rosin-based chemicals.
SCT Suntar Ceramic Technology China 50 50 Production, research and
(Xiamen) Co., Led development of tubular
ceramic membranes.
Sinomem chhnology Development China 100 100 Dormant.
(Ji'an) Co., Led @
Siping Suntar chhnology Co., Led @ China 100 100 Waste water treatment.
Suntar Desalination (Xiamen) Co., Led ) China 100 100 Dormant.
Suntar Environmental Enginccring China 100 100 Enginccring dcsign and construction
(Xiamen) Co., Led @ for environment protection and
intcgratcd utilisation of resources:
technology development, design,
fabrication and installation of
cquipments for environmental
protection and integrated utilisation of
resource.
Suntar (Lianyungang) China 100 100 Municipal waste water company,
Environmental Co., Led @ waste water treatment; property
development and sale: construction;
estate management.
Suntar Membrane chlmology China 100 100 Development, manufacturing of

(Xiamen) Co., Led @

cquipment and parts primarily for
membrane filtration technology,
sale of manufactured equipment
and ancillary parts, provision of
installation and commissioning of
relevant projects and provision of

technical services and consultation.
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15 SUBSIDIARIES (cont'd)

Name of subsidiaries

Country of
inco rpo ration

and operation

Proportion

ofownership

interest and

VOtiﬂg power l’lCld

Principal activitics

2009 2008
% %
Suntar Process Technology (Xiamen) China 100 100 Development, application and
Co., Led @ sale of membrane scparation and
purification technology, provision
ofcommissioning and technical
consultation. Development,
production and sale of
membrane material.
Suntar chhnologics [nvestment China 100 100 [nvestment ho]ding.
(Xiamen) Co., Led
Taonan Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led ™
Tongyu Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led @
Wuping Suntar Water China 100 100 Waste water treatment.
Treatment Co., Ltd
Xiamen Bostar Enterprise Co., Led @) China 100 100 Trading of electronic equipment,
software and technology.
Xi'an Reyphon Chemicals Co., Led China 52 52 Manufacturing of pharmaceutical
ingrcdicnts and related products.
Xuchang Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led @
Yichcng Suntar Water China 100 100 Waste water treatment.
Treatment Co., Led @
Yitong Water Trearment Co., Led @ China 100 100 Waste water treatment.
Yuanda Technology China 100 100 Waste water treatment.
(Dengzhou) Co., Led
Yushan Suntar Water Treatment China 100 100 Waste water treatment.

Co., Led @
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SUBSIDIARIES (cont'd)

Notes on auditors

(i) Audited by Deloitte & Touche LLP, Singapore.

(ii) Audited by overseas practices of Deloitte Touche Tohmatsu for purpose of consolidation.

(iii) Incorporated in the current financial year.

(iv) Not audited as these subsidiaries are cither dormant or not material for the group’s consolidated financial statements. Unaudited management accounts were

used for consolidation purposes.

(v) The group holds a 50.1% equity interest in this entity.
(Vl) Unﬁudi[cd manﬂgcn]cn[ accounts are uSCd by l’l’\anagcn]cnt i:or COnSQlid'&[iOn Pul’pOSCS, AS Oi:thc délt(: O‘:ﬁu[horisﬂtiﬂn Oi:tii(: issuance OFthC iinallciai statements,

the audit of the consolidated financial statements of Reyphon Agriceutical Limited and its two subsidiarics, Jiangxi New Reyphon Biochemical Co., Led and

Xi'an Reyphon Chemicals Co., Led by an overscas practice of Deloitee Touche Tohmatsu is still not completed as more fuily described in Note 2 to the financial

statements.
ASSOCIATES
Group
2009 2008
$000 $000
(Restated)

Cost of investment in associates including goodwiii 32,327 32,327
Share of post-acquisition reserve 6,750 4518
Impairment loss (7.899) (7.899)
Total 31,178 28,946

Details of the group's signiﬁcant associates at December 31,2009 are as follows:

Name of associates

Country of
inco rporation

and operation

Proportion
Ofowncrship

interest and

Voting power i’lCid

Principal activitics

2009 2008
% %
ITN Membrane Trade (Xiamen) China 50 50 Sale of tubular ceramic membrane.
Co. Led

Microdyn-Nadir GmbH (@ Germany 50 50 Manufacturing and sale of membrane.
Pharmesis International Led ™ Singapore 24 24 Manufacturing pharmaccutical

products, inciuding western

medicine and traditional

Chinese medicine.
Shandong Tianli Biochem Co., Led (i China 30 30 Sorbitol manufacturing,
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16 ASSOCIATES (cont'd)

Proportion
Country of of ownership
incorporation interest and
Name of associates and operation voting power held Principal activities
2009 2008
% %

Sinphon Bioscience (Ji'an) Co., Led ¥ China 50 50 Manufacturing and sale of xanthan
gum and related products.

Xiamen Northern Suntar Nano China 50 50 Rescarch and development,

chhnology Co., Led® dcsign, manufacturing and sale of

water treatment chemicals based
on nano- powder materials.

Xinyuan Wastewater (Ji'an) Co., Led @) China 40 40 Waste water treatment;
technology development,
engineering dcsign and
construction for environment
protection and integrated
utilisation of resources.

Notes on auditors

(l) NOt leldi[(:d as [hCSC JSSOCithCS are Ci[l]cr dOl’lnant or not l]]a[cl’ial. Unalldi[(:d n]iln(lg(:n]cn[ accounts were USCd 1:01' COnSOlidatiOn purPOSCS,

(ii) Audited by overseas practices of Deloitte Touche Tohmatsu for purpose of consolidation.

(iii) Audited by Shandong Zhong Tian Heng Certified Public Accountants Led.

(iv) Audited by Ernst & Young LLP, Singapore.

Summarised financial information in respect of the group’s associates is set out below:

2009 2008

$000 $000
Toral assets 242,051 173,471
Total liabilities (138.627) (74.832)
Netassets 103,424 98,639
Group’s share of associates’ net tangible asscts 26,325 24,093
Revenue 193,016 206,531
Profit for the year 6,020 10,643
Group’s sharc of associates profit after tax for the year 2461 3,255

Included in the carrying valuc of the group’s associates is an amount of $4,853,000 (2008: $4,853,000) relating to goodwill from the acquisition

of the following associates:
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16

ASSOCIATES (contd)
Group
2009 2008
$000 $000
Membrane operations:
Microdyn-Nadir GmbH 4197 4197
Sorbitol manufacturing operations:
Shandong Tianli Biochem Co., Led 656 656
4853 4853

The group pcrforms impairment testing on the carrying amount of the associates whenever there are indications ofimpairmcnt.

i) In 2008, an impairment loss of $7,899,000, rcsulting from dctcriorating business, has been providcd on an associate of which the
estimated recoverable amount is lower than its carrying amount. The recoverable amount has been determined on the basis of fair
value less costs to sell. Fair value was determined based on the professional valuation carried out by an independent valuer on January
31,2009. Determination of fair value is based on the best information available to reflect the amount that the group could obtain from

the disposal of the assets in an arm’s lcngth transaction between knowlcdgcablc willing partics, after dcducting the costs ofdisposal.

i) The recoverable amounts of the other associates to which the goodwills are allocated are determined from value in use calculations.
The kcy assumptions for the value in use calculation are those rcgarding the discount rates, growth rates and cxpcctcd changcs to sclling
prices and direct costs during the period. Management estimates discount rates specific to the associates. The growth rates are based
on industry growth forecasts. Changcs in sclling prices and direct costs are based on past practices and expectations of future changcs

in the market.

Tl’lC group prepares Cﬁ.Sll l'lO\’V forccasts dCI’lVCd from tl"lC most recent ﬁn;incial budgcts approvcd by managcmcnt for tl]C nexe l:lVC years
and cxtrapolatcs C;iSll ﬂOVVS for [l]C following l:iVC years bascd onan cstimatcd gI’OVVEh rate Ol:4% to 10%. TllC rate USCCl to CllSCOUI]E tl]C

forecast cash flows is 10%.

AVAILABLE-FOR-SALE INVESTMENTS

Group
2009 2008
$000 $000
Ungquoted equity shares, at cost 825 577

The available-for-sale investments relate to an cquity interest in 19% of the share capital of Siping Suntar Exploitation Co., Ld, incorporatcd

in the People’s Republic of China.

Unquotcd cquity shares are measured at cost less impairment as the management is of the opinion that their fair values cannot be measured

reliably.

The available-for-sale investments are denominated in the respective cntity’s functional currency.
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18 PROPERTY, PLANT AND EQUIPMENT

Furniture,
Leaschold Motor Plant and fictingsand ~ Construction
buildings vehicles machinery equipment in-progress Tortal
$000 $000 $000 $000 $000 $000
Group
Cost:
At January 1, 2008 12,088 2,012 17 444 2,536 3295 37,375
Exchangc differences 793 99 1,350 183 215 2,640
Additions 48 454 2,290 1,832 8,097 12,721
Reclassification (1,085) 124 966 (5) - -
Disposals - - (223) (246) - (469)
Write-off - - (42) (373) - (415)
At December 31,2008 11,844 2,689 21,785 3927 11,607 51,852
Exchange differences (302) (47) (531) (59) (292) (1,231)
Additions 202 - 468 387 6,126 7,183
Reclassification 506 114 337 (1,388) 431 -
Disposals - (240) (6) (19) - (265)
Write-off - - (320) (3) - (323)
At December 31,2009 12,250 2516 21,733 2.845 17,872 57,216
Accumulated dcprcciation:
At January 1,2008 1,141 1,039 3.894 1,186 - 7,260
Exchange difference 72 63 455 86 - 676
Depreciation 654 324 1,776 287 - 3,041
Reclassification (945) 110 431 404 - -
Eliminated on disposals - - (13) (15) - (28)
Write-oft - - (14) (370) - (384)
At December 31,2008 922 1,536 6,529 1,578 - 10,565
Exchange difference (48) (31) (310) (43) - (432)
Depreciation 801 326 1,943 283 - 3353
Reclassification 83 11 44 4 (142) -
Eliminated on disposals - (155) (2) 9) - (166)
Write-off - - (137) (2) - (139)
At December 31,2009 1,758 1,687 8,067 1,811 (142) 13,181
[mpairment:
Impairmcnt loss rccogniscd in
the year ended December
31,2008 and balance at
December 31,2008 - - 3012 - - 3012
Write-oft - - (184) - - (184)
Exchangc difference - - 35 - - 35
At December 31,2009 - - 2863 - - 2.863
Carrying amount:
At December 31,2009 10,492 829 10,803 1,034 18,014 41,172
At December 31,2008
(Restated) 10922 1153 12,044 2349 11,607 38275

In 2008, the group carried out a review of the recoverable amount of property, plant and equipment having regard to its ongoing operations.
The review led to the recognition of an impairment loss of $$3.0 million in property, plant and equipment of a subsidiary that is loss making
during the year. The impairment loss has been recognised in profic or loss. The recoverable amount of the relevant assets has been determined

on the basis of their value in use. The discount rate use in measuring value in use was 6.66%.
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19 GOODWILL

Group
2009
$000
Cost:
Arising from acquisition of additional interests in subsidiaries and
balance at December 31, 2008 and 2009 446
[mpairment:
Impairment loss recognised in the year ended December 31,2008 and
balance at December 31,2008 and 2009 206
Carrying amount:
December 31,2009 240
December 31,2008 240

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating unics (CGUS) that are expected to benefit from

that business combination. Before recognition ofimpairmcnt losses, the carrying amount of-goodwill has been allocated as follows:

Group

2009 2008
$000 $000

Biochemical products operations:
Reyphon Agriccutical 206 206
Limited (Single CGU)

Desalination of seawater opcrations:
Suntar Desalination (Xiamen) Co., Ltd

(Single CGU) 240 240

446 446

The group tests goodwill annually for impairment, or more frcqucntly if there are indications that goodwill might be impaircd.

The recoverable amounts of the CGUs are determined from value in use as well as fair value less costs to sell calculations. The kcy assumptions
for the value in use calculation are those rcgarding the discount rates, growth rates and cxpcctcd changcs to sclling prices and direct costs during
the period. Management estimates discount rates specific to the CGUs. The growth rates are based on industry growth forecasts. Changes in
sclling prices and direct costs are based on past practices and expectations of future changcs in the market. The kcy assumptions for the fair value

less costs to sell calculation are those rcgarding the determination of the fair value and the estimation of the costs ofdisposal.

For determination of value in use, the group prepares cash flow forecasts derived from the most recent financial budgets approved by management
for the next five years and cxtrapolatcs cash flows for the following five years based on an estimared growth rate of 10% to 15% (2008: 10% to

15%). The rate used to discount the forecast cash flows is 10% (2008: 10%).
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19 GOODWILL (cont'd)
For determination of fair value less costs to sell, management has estimated the fair values of assets and liabilities of the CGU using observable

current market transactions of similar assets.
At December 31, 2008, before impairment testing, goodwill of $206,000 was allocated to the Rcyphon Agriccutical Limited CGU. Due to
deteriorating financial performance, the group has revised its cash flow forecasts from this CGU as a result of which an impairment loss against

goodwi“ of $206,000 was rccogniscd.

20 OTHER INTANGIBLE ASSET

Group
$000
Cost:
Additions and balance as at December 31,2008 423
Exchange differences (18)
At December 31,2009 405
Amortisation:
Amortisation and balance as at December 31, 2008 49
Additions 99
Exchange differences (4)
At December 31,2009 144
Carrying amount:
At December 31,2009 261
At December 31,2008 374

The intangible asset pertains to technology know-how acquired for the group’s tubular ceramic membrane production process. The intangible

asset has a finite useful life, over which the asset is amortised over 5 years.
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21

DEFERRED TAX

The foiiowing are the major deferred tax assets and liabilities rccogniscd by the group and the movements thereon, during the current and

prior reporting periods:

Deferred rax assets

Allowance for

doubrtful debt
$000
Credit to profit or loss in 2008 and balance as at December 31, 2008 (Note 34) 1,557
Exchange differences (49)
Credit to profit or loss for the year (Note 34) 420
At December 31,2009 1,928

Deferred rax liabilities

Construction and

service income

$000
At January 1,2008 341
Exchange differences (218)
Charge to profit or loss for the year (Note 34) 3,490
At December 31,2008 3613
Exchange differences (193)
Charge to profit or loss for the year (Note 34) 3,481
At December 31,2009 6901

At the end oi:rcporting pcriod, the aggregate amount oftcmporary differences arising from PRC withholding tax associated with undistributed
carnings of subsidiaries for which deferred tax liabilities have not been recognised is $43,490,000 (2008: $15923,000). No liability has been

recognised in respect of these differences because the group is in a position to control the timing of the reversal of temporary differences and

the company does not intend to distribute the dividend out of the subsidiaries’ profit which may attract Withholding tax.

Any potcntiai tax effect oftcmporary differences arising in connection with interests in associates is insigniﬁcant.
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22 TRADE PAYABLES

Group

2009 2008

$000 $000
Outside partics 23,756 23,610
Related parties (Note 7) 1,059 1,716
Associates (Note 16) 651 41
Customer advances 7.358 5,202
Total 32,824 30,569

The average credit pcriod on purchascs is 45 days (2008: 45 days) No interest is chargcd on the trade payablcs.

The group’s trade payables that are not denominated in the functional currencies of the respective entities are as follows:

Group
2009 2008
$000 $000
Denominated in:
United States dollars 2,201 741
Euro 889 2,101
23 OTHER PAYABLES AND ACCRUED EXPENSES
Group Company
2009 2008 2009 2008
$000 $000 $000 $000
Outside partics:
Acquisition of waste water treatment plants 3463 3,064 - -
Orthers 3,582 4728 - -
Related parties (Note 7) S 31 - -
Subsidiaries (Note 15) - - 26,033 -
Short-term loan from non-financial institution 3,502 3,587 = -
Advance from a bank 2,052 2,743 - -
Accrued expenses 2,193 1,651 296 285
Total 14,797 15,804 26,329 285
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23

OTHER PAYABLES AND ACCRUED EXPENSES (cont'd)

The short-term loan from non-financial insticution rccogniscd in the financial statements ochyphon is unsecured, bears ﬂoating interest rate

based on a bank’s prime rate at 6.03% per annum and was repayable on May

24,2009 which has been extended to December 31, 2010. The

carrying amount of this loan approximates its fair value as the interest rate approximates the prcvailing market rate.

In 2008, Reyphon obrtained an advance from a bank. Management of Reyphon is still in the process of finalising the terms, duration and interest

ratcc Wltl’l thC bank. Tl’lC interest rate Pald during [hC year fOl‘ SUCh advancc was 6.66% pcrannum and UHSCCUI’Cd at year cnd. Managcmcnt Of‘

Rcyphon is of the view that the carrying amount of this advance approximates its fair value as the interest rate approximates the prcvailing

market rate.

The group’s other payablcs that are not denominated in the functional currencies of the respective entitics arc as follows:

Group Company
2009 2008 2009 2008
$000 $000 $000 $000
Denominated in:
United States Dollars = - 26,033 -
Euro 444 - - -
BANK LOANS
The borrowings are repayable as follows:
Group
2009 2008
$000 $000
Bank loan due for settlement within 12 months — unsecured 14,420 -

The bank loans of $2,060.000; $8.240,000 and $4,120,000 were incepted on November 11,2009, November 25,2009 and December 31,2009

rcspcctivcly at fixed interest rate at 5.31% per annum. These loans are rcpayablc on November 11,2010, November 25,2010 and December

31,2010 respectively. The bank loans are guaranteed by a subsidiary of the company.

The carrying amount of these bank loans approximate their respective fair value as the interest rate approximates the prcvailing markert rate.

The bank loans are denominated in the cntity’s functional currency.
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CONVERTIBLE LOAN NOTES
The convertible loan notes issued on December 14,2006 are unsccured. The notes are convertible into ordinary shares of the company at any
time between the date of issue of the notes and their sectlement date at the option of the holder. On issue, the loan notes were convertible at

800,000 shares per $1,000,000 loan note. A total of 80 notes were issued.

If the notes are not converted, they will be redeemed on December 14, 2011 at par. Interest is payable on the secclement date at 30.5% of the
principal In addition, the holder has the option to require the issuer to redeem all or some of the notes on December 14, 2009 with interest
payablc at 17.3% of the principali This option is an embedded derivative that is closcly related to the host contract. Accordingly, this option is
not separately accounted for in the financial statements. As at December 31,2008, the convertible loan notes are shown as a current liabilicy

in view of this option.

On December 24, 2008, under the mutual agreement between the notes holder and the company, 30 loan notes were redeemed for a
consideration of $27,000,000 at a price of $900,000 per note. The gain from this partial rcdcmption amounting to $5.570,000 has been taken

up in the profit and loss.

On December 14,2009, the balance of the 50 loan notes were fully redeemed at the principal amount of $50.000.000 plus interest of $8.650.000.

There is no significant gain or loss arising from the i‘cdcmption

The net procccds received from the issue of the convertible loan notes have been split between the liability clementand an cquity component,

representing the fair value of the embedded option to convert the liability into cquity of the group, as follows:

Group and Company

2009 2008

$000 $000
Nominal value of convertible loan notes issued, net of transaction costs 77,750 77,750
Equity component at inception (L,156) (1,156)
Liability component at date of issuc 76,594 76,594
Equity component reversed upon carly redemption 1,156 -
Interest charges 13,471 10,323
Partial redemption in 2008 (32,571) (32,571)
Early redemption in 2009 (58,650) -
Liability component at end of year - 54,346

The interest cliargcd tor the year is calculated by applying an effective interest rate of 6.39% (2008: 6.39%) to the liability component for the
11.5 months period in 2009 (2008: 12 months).

The fair value of the liability component of the convertible loan notes at December 31, 2008 approximates its carrying amount, as the
management is of the opinion that the effective interest race used was similar to the market interest rate for an instrument bearing the same risk

PI’Ol:llC and cliaractcristics at [l"lC balancc ShCCt d’;ltC.
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26

27

DEFERRED INCOME
This relates to government grants that certain subsidiaries have app]icd for and received. The grants arc rccogniscd as and when related expenses

incidental to the grants are incurred.

Research and Prototype
development development
grant grant Total
$000 $000 $£000
Group
At January 1,2008 501 1277 1,778
Exchangc differences 36 91 127
Utilised during the year - (1,050) (1,050)
At December 31,2008 537 318 855
Exchange differences (13) (8) (21)
At December 31,2009 524 310 834
SHARE CAPITAL
Group and Company
Number of shares
2009 2008 2009 2008
000 000 $000 $000
Issued and paid up:
At beginning of the year 461,780 461,780 90,727 90,727
Issued for cash 50,000 - 30,055 -
At end of the year 511,780 461,780 120,782 90,727

Fully pilld ordinary sharcs, \VhiCh l’lZIVC no par valuc, carry onc vote per sharc and carry a right to di\’idCIldS as and thn dcclarcd by thC

compan}k

Tl’lC procccds on issue OFShE}.l‘CS during tl’lC year were net oftransaction Ccost amounting to $94S,000
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28

29

TREASURY SHARES

Group and Company

Number of shares

2009 2008 2009 2008

000 000 $000 $000
At bcginning of the year - - - -
churchascd during the year 10,000 - 1,704 -
Atend of the year 10,000 B 1,704 -

The company acquired 10,000,000 of its own shares through purchase on the Singapore Exchange during the year. The total amount paid to

acquire the shares was $1,704,000 inclusive of transaction costs amounting to $4,000, and has been deducted from Sharcholders’ equity. The

shares are hold as “treasury shares”.

RESERVES

i)

iii)

iv)

chal reserve

The People’s Republic of China's laws and regulations require Sino-foreign cooperative joint ventures to provide for certain statutory
reserves, namely reserve fund and enterprise expansion fund, which are appropriated from net income as reported in the statutory
financial statements. All these reserves are at the discretion of the entities’ board of directors. The reserve fund can only be used, upon
approval by the relevant authority, to offset accumulated losses or increase capital. The enterprise expansion fund can only be used to

increase capital upon approval l)y [hC rclcvant authority.

Capital reserve

The capital reserve relates to the cquity component of convertible loan notes, measured in accordance with the substance of the
contractual arrangement. The cquity component is determined by dcducting the amount of the liability component from the fair value
of the compound instrument as a whole, net of income tax effects, and is not subscqucntly remeasured. Upon carly rcdcmption, the
consideration paid is allocated to the liability and cquity components in the same method as that used to make the original allocation

of the proceed of the issue of the instrument between the liability and cquity components upon initial recognition.

Rcvaluation rescerve

Tllff revaluation reserve relatcs to tllC gains or lOSSﬁS arising from clmnges in fair value Ol:tl’lﬁ gl‘OUP’S available»for-sale investments.

Orther reserve
Other reserve relates to a transfer from retained carnings of an amount equivalent to the gain arising from dilution of the group’s interest

in an associate pursuant to the associate’s listing in 2004. This transfer occurred in 2005.

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009



notes to financial statements

December 31,2009

30

31

32

REVENUE
Group
2009 2008
$000 $000
(Restated)
Revenue from rendering of services 40,043 40,574
Construction revenue from waste water treatment plants 34018 20,151
Operation revenue from waste water treatment plants 7,648 5,850
Revenue from sale of goods 45,109 40,686
Total 126,818 107,261
OTHER OPERATING INCOME
Group
2009 2008
$000 $000
(Restated)
Interest income from outside partics 1,450 1,957
Finance income from long-tcrm financial receivables 3318 2,642
Gain from sale of held for trading investments = 570
Rental income 1,700 1,243
Government grants including deferred grants utilised (Note 26) 3,120 2,119
Orthers 162 766
Total 9.750 9,297
IMPAIRMENT LOSSES
Group
2009 2008
$000 $000
(Restated)
Impairment loss on:
investment in associate (Note 16) - 7,899
prepaid land rental (Note 12) - 2,082
goodwill (Note 19) - 206
property, plantand equipment (Note 18) - 3,012
non-current assets held for sale (Note 14) 38 44
Total 38 13,243

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009

91.



notes to financial statements

December 31,2009

33 FINANCE COSTS

Group
2009 2008
$000 $000
Interest on convertible loan notes 3,148 5,371
Interest on bank loan 707 666
Total 3,855 6,037
34 INCOME TAX EXPENSE
Group
2009 2008
$000 $000
Current tax expense 2,353 1,980
Undcrprovision of current tax in prior years 9 81
Deferred tax (Note 21) 3,061 1933
Total 5,423 3,994

Prior t0 2007, under the tax legislations applicable to foreign investment enterprises in the People’s Republic of China ("PRC”), a foreign invested
manufacturing enterprise was exempted from income tax for the first two years commencing from s firsc profic-making year of operations
after offsecting all unexpired tax losses carried forward from prior years and is further entitled to receive a S0% relief on its income tax liability

Of 33% for thC nexe thl‘CC years.

On March 16,2007, PRC promulgated the Law of PRC on Enterprise Income Tax (‘New Law”). On December 6, 2007, the State Council of
the PRC issucd Implementation chulations of the New Law. The New Law and Implementation chulations changcd the statutory Enterprise
Income Tax (*EIT”) rate from 33% to 25% commencing January 1,2008 onwards. In accordance with the New Law, the enterprises that originally
enjoyed a “Two year exemption and three year 50% relief " on the EIT and other preferential treatment in the form of periodic tax deductions
and exemptions in accordance with the applicab[c tax laws, administrative rcgulations and relevant documents may, after the enactment of the
New Law, continue to enjoy such benefits until the expiration of the applicable period. Enterprises whose preferential treatment period has not
commenced due to the fact that no profits had been generated in previous years will enjoy such preferential tax treatment beginning January
1,2008 until the expiry of such pcriod; and enterprises that anoycd low prcfcrcntial tax rate in accordance with the tax laws and administrative
regulations may, pursuant to the provisions of the State Council, graduaﬂy transit to the tax rate of 25% wichin five years of the implcmcntation

of New Law.
In 2009, certain entities in PRC received prcfercntial tax rates ranging from 10% to 20% (2008: 9% to 18%).

Domestic income tax is calculated ac 17% (2008: 18%) of the estimated assessable profit for the year. Taxation for PRC s calculated at the rates

prcvailing in PRC.
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34 INCOME TAX EXPENSE (cont'd)

ThC IOEEII chargc FOI‘ thC year can bC rcconcilcd to thC accounting PI‘OHE as FO“OV\/SZ

Group
2009 2008
$000 $000
(Restated)
Tax at the domestic income tax rate of 17% (2008: 18%) 4,789 (15)
Tax effect of share of results of associates (418) (586)
Tax cftect of non-deductible items 994 2815
Tax effect of different tax rates of subsidiaries operating in other jurisdictions 1218 1,790
Tax exemptincome (1,621) (1,035)
Underprovision of current tax in prior years 9 81
Losses not available for carryforward 443 1217
Others 9 (273)
Tax expensc for the year 5,423 3,994
35 PROFIT (LOSS) FOR THE YEAR
Profic (Loss) for the year has been arrived at after charging (crediting):
Group
2009 2008
$000 $000
(Restated)

Staff costs (including directors’ remuneration and directors’ fec) 9.857 8576
Directors’ remuncration 867 432
Directors fees 310 291
Cost of defined contribution plan 751 613
Net foreign currency exchange loss (gain) 192 (1.275)
Non-audit fees paid to auditors 76 130
Rescarch and development cost 2,309 2711
Government grants (3,120) (2,119)
Cost of inventories recognised as expense 51,286 43,892
Allowance for doubtful trade receivables 165 3,481
Allowance for doubtful other receivables = 5,386
Allowance for inventories 228 1,404
Reversal of allowance for inventories (1,044) -
Amortisation of prepaid land rental 697 585
Amortisation of intangible asset 99 49
Depreciation ofpropcrty, plant and equipment 3,353 3,041
Propcrty, plant and cquipment written off ™ - 31

M Included in administrative expense
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36 EARNINGS PER SHARE

The calculation of the basic carnings per share actributable to the ordinary cquity holders of the company is based on the foﬂowing dara:

2009 2008
(Restated)
Earnings
Net profit for the year actributable to equity holder of the company (in $°000) 22,929 1,165
Number of shares
Weighted average number of ordinary shares for the purposes
of basic carnings per share (in'000) 470,489 461,780

There is no dilution of carnings per share as no share options were granted. The effect of convertible loan notes had not been considered as the

convertible loan notes was anti-dilutive.

37 OPERATING LEASE ARRANGEMENTS
The group as lessce

Group
2009 2008
$000 $000
Minimum lease payments under operating leases recognised as an expense in the year 1,340 1,750

At tl’lC balancc ShCCt datc, thC gl‘OLlP has outstanding commitments Lll"ldCl’ non—cancc“ablc opcrating lcascs, \Vhich falls dUC as fOllOWS:

Group
2009 2008
$000 $000
Within one year 712 1,345
In the second to fifth years inclusive 122 697
After five years 6 -
Total 840 2,042

Opcrating lCZISC paymcnts l'CPI'CSC[lt rcntals payablc for thC I'Cl"ltil[ OfO‘:ﬁCC pl’Cﬂ]iSCS, {:ElC[Ol'y and Cquipmcnt Tl’lC lcascs arc ncgotiatcd for terms

ranging from 1 to5 years (2008: 1 to 3 ycars) and rentals are fixed throughout the duration of the lease.
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37

38

OPERATING LEASE ARRANGEMENTS (cont'd)
The group as lessor

The group rents out certain of its plant and equipment in the People’s Republic of China under operating leases. Rental income earned during

the year was $1.700,000 (2008: $1.243,000).

At the end of the reporting period, the group has contracted with tenants for the following future minimum lease payments:

Group
2009 2008
$000 $000
Within one year 1,700 1,266
In the second to fifth years inclusive 2,550 3,165
Total 4250 4431

SEGMENT INFORMATION
Information reported to the group’s chict operating decision maker for the purposes of resource allocation and assessment of segment
pcrformancc is spcciﬁcally focused on the group’s operating division. The group is currcntly organiscd into four operating divisions — membrane

process and engineering, nutraceutical production and trading, waste water treatment, and trading ofcquipmcnt.

Membrane process and engineering - polymcr membranes manufacturing, membrane-based process and dcvc[opmcnt,
engineering dcsign, cquipment fabrication, system integration, on-site installation

and commissioning and after-sales technical support and raw material production for

membrane.

Nutraceutical production and trading - production of gibberellin, xanthan gum and sorbitol; and trading in nutraceutical products
including vitamins.

Waste water treatment - provide waste water treatment services to the municipal and industrial users under

build-operate-transfer or transfer-operate-transfer arrangements.
Trading of equipment - trade of stainless steel and glucose products.
g

In prior years, the group reported certain products (active carbon) under the segment of nutraceutical production and trading, For FRS 108
purposcs, the active carbon production is included in the membrane process engineering segment as this is more reflective of the management

information rcportcd to the group’s chicfopcrating decision maker. Amounts rcportcd for the prior ycar have been restated.

Segment revenue and expense: Segment revenue and expense are the operating revenue and expense reported in the group’s profic and loss
g
stacement that are dirccely ateributable to a segment and the relevane portion of such revenuc and expense that can be allocated on a reasonable

basis to a segment.

The accounting po[icics of the rcportablc segments are the same as the group’s accounting policics described in Note 3. chmcnt proﬁ't represents
the profit carned by cach segment without allocation of share ofprofits of associates, finance costs, and income tax expense. This is the measure

reported to the chief operating decision maker for the purposes of resource allocation and assessment of segment performance.
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38 SEGMENT INFORMATION (cont'd)

chmcnt assets and liabilities: chmcnt assets include all operating assets used by a segment and consist principally of operating receivables,
inventories, prepaid land rental and property, plant and equipment, net of allowances and provisions. Capital additions include the total cost

incurred to acquire property, plant and cquipment, prcpaid land rental and intzmgiblc assets dircctly atributable to the segment. chmcnt

liabilities include all operating liabilities and consist principally of accounts payablc and accruals.

Intcr—scgmcnt transfcrs: chmcnt revenuc and cxpenses includc tr;msfcrs bctwccn busincss scgmcnts. Intcr—scgmcnt SEllCS arc chargc‘d at prcvailing

market prices. These transfers are climinated on consolidation.

chmcnt information is prcscntcd below.

December 31, 2009

Membrane

Process and ‘Waste water

Engineering Nutraceutical treatment Trading Eliminations Group

$000 $000 $000 $000 $000 $000

Revenue
External sales 46,744 38,305 41,666 103 - 126,818
Inter-segment sales 9,890 - - 297 (10,187) =
Total revenue 56,634 38,305 41,666 400 (10,187) 126,818
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38

SEGMENT INFORMATION (cont'd)

lntcr»scgmcnt salcs arc chargcd at prcvailing markct Pl’iCCS.

Membrane

Process and

Waste water

Engincering  Nutraceutical treatment Trading Eliminations Group
$000 $000 $000 $000 $000 $000
Results
Segment resule 10,458 377 18,836 (68) - 29,603
Finance cost (3,855)
Share ofprofits of associates 210 2,130 121 = = 2,461
Impairment loss on non-current
assets held for sale - (38) - - - (38)
Income tax expense (5,423)
Profit for the year 22,748
Balance sheet
Segment assets 140,765 58,479 116,703 1,404 - 317,351
Interests in associates 8,726 20927 1,525 - - 31,178
Consolidated total assets 348,529
Segment liabilities
Unallocated liabilities 36,361 11,007 13,444 10 = 60,822
Consolidated rotal liabilities - - - - - 11,117
71,939
Other information
Capital additions 7,355 5,103 156 - - 12,614
Impairmcnt losses rccogniscd in
profit or loss - 38 - - - 38
Amortisation 457 245 94 - - 796
Depreciation 1,986 1,364 1 2 - 3353
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38 SEGMENT INFORMATION (cont'd)

December 31, 2008
Membrane
Process and Waste water
Engincering  Nutraceutical treatment Trading Eliminations Group
$000 $000 $000 $000 $000 $000
Revenue
External sales 40,170 32,350 26,001 8,740 - 107,261
Inter-segment sales 8,744 - - 376 (9,120) -
Toral revenue 48914 32,350 26,001 9,116 (9,120) 107,261
Inter-segment sales are charged at prevailing market prices.
Membrane
Process and Waste water
Enginccring Nutraceutical treatment Trading Eliminations Group
$000 $000 $000 $000 $000 $000
Results
Segment resule 7,094 (3,604) 12,574 392 (514) 15,942
Finance cost (6,037)
Share of profits of associates L1115 1,815 325 3,255
Impairmcnt loss on investment in
associate (7,899) (7,899)
Other impairment losses (5.344) (5.344)
Income tax expense (3,994)
Loss for the year (4,077)
Balance sheet
Segment assets 175,541 58,074 75,588 2,174 - 311,377
Interests in associates 8,844 18,698 1,404 28,946
Consolidated total assets 340,323
Segment liabilities 20,602 8,430 15414 39 - 44485
Unallocated liabilities 61,995
Consolidated toral liabilities 106,480
Other information
Capital additions 10,350 9,386 - - - 19,736
lmpairmcnt losses rccogniscd in
profit or loss 8,105 5,138 - - - 13,243
Amortisation 354 155 125 - - 634
Depreciation 1,735 1,303 1 2 - 3,041
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40

SEGMENT INFORMATION (cont'd)

Geographical information

The group’s operates in two principal geographical arcas — People’s Republic of China and Singapore (country of domicile).

ThC group’s revenuc from CXECI‘I’I&] customers and information ZlbOU[ its scgmcnt asscts (non»currcnt asscts cxcluding investment in associates,

deferred tax assets, long term financial receivables and other financial assets), analysed by the geographical area in which the assets are located

are detailed below:

Rcvcnuc from cxtcrnal customers

Non-current assets

2009 2008 2009 2008
$000 $000 $000 $000
Singapore 12,560 8,322 102 164
People’s Republic of China 114,258 98,939 72,643 65,980
Total 126,818 107,261 72,745 66,144
Information about major customers
There is no major customer with revenue more than 10% of the group’s total revenue.
CONTINGENT LIABILITIES (SECURED)
Group
2009 2008
$000 $000
Bankers’ guarantecs 310 109
Leteer of credits = 1,443
The details of the sccurity are disclosed in Note 8.
COMMITMENTS
Group
2009 2008
$000 $000
Capital expenditure authorised but not yet contracted 42,642 29,880
Contracted commitments for the acquisition of waste water treatment plants 9,270 1,067
Contracted commitments for the acquisition ofcxpcnditurc rclating to construction
of waste water treatment plants 15,852 3,286
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41 EVENTS AFTER THE REPORTING PERIOD
Subsequent to December 31,2009, the group invested RMB20.0 million (S$4.1 million) to set up two 100% held subsidiaries in Dongliao and

Baicheng, Jilin province, People’s Republic of China. The companies” principal activity is waste water treatment.

42 PRIOR YEAR ADJUSTMENTS
The prior year's consolidated financial statements of the group were prepared based on the unaudited consolidated management accounts
of the Rcyphon Group. The audited financial statements of the Rcyphon Group subscqucndy available are adjustcd mainly for additional
impairment loss on the plant and cquipment, allowance for doubtful receivables and allowance for inventories. As a result, certain line items
have been amended on the face of the consolidated statement of financial position, the consolidated statement of comprehensive income, the
consolidated statement ofch;mgcs in equity and the consolidated statement of cash flows. The adjustmcnts affccting consolidated statement

ofchangcs in cquity are reflected in the consolidated statement ofchangcs in cquity.

Previously Prior year
reported adjustments Restated
$'000 $000 $'000
Consolidated statement of financial position
as at December 31,2008
Trade receivables 34,591 20 34,611
Other receivables 33784 (105) 33679
Inventory 24210 (434) 23776
Property, plant and equipment 41,207 (2932) 38275
Reserves 24,710 (57) 24,653
Retained carnings 95,893 (1,746) 94,147
Minority interests 25,964 (1,648) 24316
Consolidated statement of comprehensive income
tor the year ended December 31,2008

Revenue 107,241 20 107,261
Costs of sales (78.812) (392) (79,204)
Gross profit 28,429 (372) 28,057
Other operating income 9,425 (128) 9,297
Gain from partial rcdcmption of convertible loan notes 5,570 - 5,570
Administrative expenscs (26,980) (2) (26,982)
Impairment losscs (10,407) (2,836) (13,243)
Finance costs (6,037) - (6,037)
Share of profits of associates 3255 - 3255
Profic (Loss) before income tax 3255 (3.338) (83)
Income tax expense (3.994) - (3.994)
Loss for the year (739) (3.338) (4.077)
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PRIOR YEAR ADJUSTMENTS (cont'd)

Previously Prior year
reported adjustments Restaced
$000 $000 $000
Other comprehensive income:
Exchange differences on translation of foreign operations 17,229 (113) 17,116
Fair value changcs on available-for-sale investment 477 - 477
Other comprehensive income for the year, net of tax 17,706 (113) 17,593
Total comprehensive income for the year 16,967 (3,451) 13516
Profic (Loss) attriburable to:
Owners of the company 2910 (1,745) 1,165
Minority interests (3,649) (1,593) (5.242)
(739) (3,338) (4,077)
Total comprehensive income attributable to:
Owners of the company 18,710 (1,803) 16,907
Minority interests (1,743) (1,648) (3,391)
16967 (3,451) 13516
Basic and diluted carnings per share (cents) 0.63 0.38 025
Consolidated statement of cash flows
for the year ended December 31,2008
Operating activities
Profit (Loss) before income tax 3255 (3,338) (83)
Adjustments for:
Impairment loss on property, plant and equipment 176 2,836 3,012
Allowance for doubtful other receivables 5,281 105 5,386
Allowance for inventories 987 417 1,404
Trade receivables (759) (20) (779)
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43

BASIS FOR QUALIFIED OPINION ON THE REYPHON GROUP FOR FY 2008
The auditors’ report dated April 27,2009 on the financial statements of the Rcyphon Group for the financial year ended December 31,2008

were qualified on the following basis:

‘Revenue and trade receivables
As announced on October 16, 2008 by the Company, a subsidiary of the Company, Jiangxi New Reyphon Biochemical Co., Lid ('JNR’) suffered from poor

u/)emlz’om/ management durmg the year ended December 31, 2008,

JNR did not maintain adequate supporting documentation, including but not limited to adequate records of delivery documents acknowledged by customers on
the receipt of goods sold and documentation over cash receipt in respect of such sales. Adequate controls over collection of payments from customers were also not
exercised by INR. The recorded revenue and owsstanding trade receivables of INR amounted 1o RVIB103,411,000 for the year ended December 31, 2008 and
RMB25,644.000 as at December 31, 2008 respectively. Accordingly, positive independent confirmations were requested from JNR's customers for sales made for
the year ended December 31, 2008 and trade receivable balances outstanding as of December 31, 2008 aggregating RMB73,133,000 and RMB24.852,000
respectively. At the date of Reyphon's audit report for FY 2008, sufficient and satisfactory confirmation replies from INR's customers for revenue and trade
receivables amounting ro RMBS,927,000 and RMB2,744,000 in aggregate were not received. As there were no other practicable alternative audit procedures
that we could pe;form, we were not able to obtain mjfl’cz'erzt appropriate audit evidence to M[z'{/j ourselves as to the M/z'//z'g/ and mm/)/e/mm of revenue and trade
receivables not confirmed by the customers and, accordingly, unable to conclude on the validity and completeness of the remaining revenue and trade receivables

of INR not selected for positive independent confirmations.

Pﬂzﬂb/e

Included in trade payables of INR as of December 31, 2008 is an amount of RMBI43,735 due to a party affiliated to the former shareholder of INR. Positive
independent confirmation received from the party affiliated to the former shareholder of INR stated that the amount outstanding was RMB2,671,648. JNR s
management has provided an explanation on the difference as described in Note 16 to the financial statements. We have not been provided with sufficient

appropriate audit evidence to mmﬁ/ ourselves as to its m/zk/z'g and accuracy. :
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Statistics of Shareholders

SHAREHOLDERS INFORMATION

Class of Equity Securities Number of Equity Securities Voting Rights
Ordinary Shares 501,780,000 One vorte per share (cxcluding treasury shares)
Treasury Shares 10,000,000 Nil

ThC pcrccnmgc O{:U”C&Sl,ll‘y sharcs against thC tOt?ll numbcr O{:iSSUCd sharcs Cxcluding trcasury Shéil’CS is 1.99%.

DISTRIBUTION OF SHAREHOLDERS BY SIZE OF SHAREHOLDINGS
AS AT 19 MARCH 2010

Size ofSharcholdings No. of Sharcholders % No. of Shares %

1-999 8 0.18 1,007 0.00
1,000 - 10,000 2294 51.54 15,884,067 317
10,001 - 1,000,000 2,126 4776 101,075,692 20.14
1,000,001 and above 23 0.52 384,819,234 76.69
TOTAL 4451 100.00 501,780,000 100.00

Note:
% based on 501,780,000 shares (excluding share held as treasury shares) as at 19 March 2010.

* Treasury shares as ac 19 March 2010 - 10,000,000 *

TWENTY LARGEST SHAREHOLDERS
AS AT 19 MARCH 2010

Name of Shareholder No. of Shares % of Shares
1 LAN WEIGUANG 231,268,960 46.09
2 RAFFLES NOMINEES (PTE) LTD 41,750,332 8.32
3 UOB KAY HIAN PTELTD 16,321,000 325
4 HSBC (SINGAPORE) NOMINEES PTE LTD 13,516,532 2.69
5 CIMB-GK SECURITIES PTE. LTD. 11,484,000 229
6 CHEN NI 10,000,040 1.99
7 DBS NOMINEES PTELTD 9,828,272 1.96
8 CITIBANK NOMINEES SINGAPORE PTE LTD 6,738,840 1.34
9 UNITED OVERSEAS BANK NOMINEES PTE LTD 6,366,118 127
10 DBS VICKERS SECURITIES (SINGAPORE) PTE LTD 5,432,000 1.08
11 DB NOMINEES (SINGAPORE) PTE LTD 4590,392 091
12 OCBCSECURITIES PRIVATE LTD 4,428,000 0.88
13 PHILLIP SECURITIES PTE LTD 3,815,000 0.76
14 MORGAN STANLEY ASIA (SINGAPORE) SECURITIES PTE LTD 3,284,000 0.65
15 DBSNSERVICES PTELTD 3,004,000 0.60
16  BANKOF SINGAPORE NOMINEES PTE LTD 2,110,000 0.42
17 LEE SUITHEE 2,000,000 0.40
18 KIM ENG SECURITIES PTE. LTD. 1,974,000 0.39
19 SOH BUCK CHIEW 1,700,000 0.34
20 LIM & TAN SECURITIES PTE LTD 1,571,000 0.31

TOTAL: 381,182,486 75.94
Note:
% based on 501,780,000 shares (excluding share held as treasury shares) as at 19 March 2010.
N Tl‘casury shares as at 19 March 2010 - 10,000,000 *
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SUBSTANTIAL SHAREHOLDERS
(As recorded in the Register of Substantial Sharcholders)

Dircct Interest % Deemed Interest %
Dr Lan Weiguang 271,268,960 54.06 10,000,040 1.99
Chen Ni 10,000,040 1.99 271,268,960 54.06

The percentage ofsharcholding above is computcd based on the roral issucd shares of 501,780,000 (cxcluding treasury shares).

PERCENTAGE OF SHAREHOLDING IN PUBLIC'S HANDS
Based on information available to the Company as at 26 March 2010, approximatcly 43.95% of the Company’s total number of issued shares Cxcluding
treasury shares listed on the Singaporc Exchangc Securities Trading Limited was held in the hands of the public. Accordingly, the Company has complicd

with Rule 723 of the Listing Manual of the SGX-ST.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of SINOMEM TECHNOLOGY LIMITED (the “Company”) will be held
at 10 Ang Mo Kio Street 65 #06-10, Singapore 569059 on 29 April 2010 at 3 p.m to transact the following businesses:—

ORDINARY BUSINESS
1. To receive and adopt the Directors Report and the Audited Accounts of the Company and the Group for the financial year ended 31 December
2009 together with the Auditors’ Report thereon. (Resolution 1)
2. To declare a one-tier tax exempt final dividend of $$0.01 per share for the financial year ended 31 December 2009. (Resolution 2)
3. To re-clect the fo“owing Directors of the Company retiring pursuant to Article 91 of the Articles of Association of the Company:-
Hee Theng Fong (Resolution 3)
Kong Tai (Resolution 4)
[Sce Explanatory Note (i)]
4. To approve the payment of Directors’ fees of $$161,000 for the financial year ended 31 December 2009. (2008: S$151,000)(Resolution S)
S. To re-appoint Messrs Deloitte & Touche LLP as the Auditors of the Company and to auchorise the Directors of the Company to fix their
remuneration. (Resolution 6)
6. To transact any other ordinary business which may properly be transacted at an Annual General Mecting,
SPECIAL BUSINESS

To consider and if thought fic, to pass the following resolutions as Ordinary Resolutions, with or without any modifications:—

7.

Authority to issue shares in the capital of the Company pursuant to Section 161 of the Companies Act, Cap. 50 and
Rule 806 of the Listing Manual of the Singapore Exchange Securities Trading Limited

That pursuant to Section 161 of the Companies Act, Cap. 50 and Rule 806 of the Listing Manual of the Singapore Exchangc Securities Trading

Limited, the Directors of the Company be authorised and empowered to:-
(a) (i) issue shares in the Company (“shares”) whether by way of rights, bonus or otherwise; and/or
(ii) make or grant offers, agreements or options (collcctivc[y, “Instruments”) that might or would require shares to be issued,
includinsg7 but not limited to the creation and issue of (as well as adjustmcnts to) warrants, debentures or other instruments

convertible into shares,

at any time and upon Sl.lCl’l terms and conditions and 1:01‘ SUCl’l purposcs and to SLlCll persons as [hC Directors Of [hC Company may in

their absolute discretion deem fit; and

(b) (notwithstanding the authority conferred by this Resolution may have ceased to be in force) issue shares in pursuance ofany Inscrument

made or granted by the Directors of the Company while this Resolution was in force,
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(the “Share Issue Mandate’)

provided that:-

(1)

Save for sub-paragraph (2) below, the aggregate number of shares (including shares to be issued in pursuance of the Instruments, made
or granted pursuant to this Resolution) and Instcruments to be issued pursuant to this Resolution shall not exceed fifty per centum
(50%) of the total number of issued shares (Cxcluding treasury shares) in the capital of the Company (as calculated in accordance
with sub-paragraph (3) below), of which the aggregate number of shares and Instruments to be issued other than on a pro rata basis
to existing sharcholders of the Company shall not exceed twenty per centum (20%) of the total number of issued shares (excluding

treasury shares) in the capita[ of the Company (as calculated in accordance wich sub—pamgraph (3) below);

the aggregate number of shares (including shares to be issued in pursuance of the Inscruments, made or granted pursuant to chis
Resolution) and Inscruments to be issued to existing sharcholders via a pro-rata renounceable rights issuc pursuant to this Resolution
shall not exceed one hundred per centum (100%) of the total number of issued shares (excluding treasury shares) in the capital of the

Company (as calculated in accordance with sub-paragraph (3) below):

(subjcct to such calculation as may be prcscribcd by the Singaporc Exchangc Securitics Trading Limited) for the purpose ofdctcrmining
the aggregate number of shares and Inscruments that may be issued under sub-paragraphs (1) and (2) above, the percentage of issued
shares and Inscruments shall be based on the total number of issued shares (cxcluding treasury shares) in the capital of the Company

at the time of the passing of this Resolution, after adjusting for:—
(a) new shares arising from the conversion or exercise of the Instruments or any convertible securities;

(b) new shares arising from exercising share options or vesting of share awards outstanding or subsisting at the time of the passing
of this Resolution provided the options or awards were grantcd in compliance with Part VIII of Chapter 8 of the Listing
Manual; and

() any subscqucnt consolidation or subdivision of shares;

in exercising the Share Issue Mandate conferred by this Resolution, the Company shall comply with the provisions of the Listing
Manual of the Singaporc Exchangc Securities Trading Limited for the time bcing in force (unless such compliancc has been waived

by the Singaporc Exchangc Securities Trading Limited) and the Articles of Association of the Company; and

unless revoked or varied by the Company ina gcncra] meeting, the Share Issue Mandate shall continue in force (i) until the conclusion
of the next Annual General Meeting of the Company or the date by which the next Annual General Meeting of the Company is
required by law to be held, whichever is carlier or (ii) in the case of shares to be issued in pursuance of the Instruments, made or granted
pursuant to this Resolution, until the issuance of such shares in accordance with the terms of the Instruments or (iii) in relation to
sub-clause (2) above, 31 December 2010 or such other deadline as may be extended by the SGX-ST whichever is carlier.

[Sce Explanatory Note (i) (Resolution 7)
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8. Authority to allot and issue shares and Instruments other than on a pro rata basis at a discount not exceeding 20 per
centum (20%)

That subject to and pursuant to the Share Issue Mandate being obrained in Resolution 6 above, approval be and is hereby given to the Directors
of the Company to allot and issue shares (including shares to be issued in pursuance of the Instruments, made or granted pursuant to the Share
Issue Mandate) other than on a pro rata basis at an issue price per share as the Directors of the Company may in their absolute discretion deem
fit provided that such price shall not representa discount of more than 20 per centum (20%) to the weighted average price per share determined
in accordance with the requirements of the SGX-ST and unless revoked or varied by the Company in a general meeting, such authority shall
continue in force until the conclusion of the next Annual General Meeting of the Company or the date by which the next Annual General
Meeting of the Company is required by law to be held or 31 December 2010 or such other deadline as may be extended by the SGX-ST
whichever is carlier.

[Sce Explanatory Note (iii)] (Resolution 8)
9. Authority to issue shares under the Sinomem Employees’ Share Option Scheme

That pursuant to Section 161 of the Companies Act, Cap. 50, the Directors of the Company be authorised and empowered to offer and
grant options under the Sinomem Employees” Share Option Scheme (the “Scheme”) and to issuc from time to time such number of shares in
the capital of the Company as may be required to be issued pursuant to the exercise of options granted by the Company under the Scheme,
whether grantcd during the subsistence of this authority or otherwise, providcd aiways that the aggregate number of additional ordinary shares
to be issued pursuant to the Scheme shall not exceed fifteen per centum (15%) of the total number of issued shares (excluding treasury shares)
in the capitai of the Company from time to time and that such authority shall, unless revoked or varied by the Company ina gcncrai meeting,
continue in force until the conclusion of the next Annual General Meeting of the Company or the date by which the next Annual General
i\/Icctinsg7 of the Company is rcquircd by law to be held, whichever is carlier.

[See Explanatory Note (iv)] (Resolution 9)
10. Renewal of Share Purchase Mandate

That for the purposes of Sections 76C and 76E of the Companies Act, Cap. 50, the Directors of the Company be and are hereby authorised
to make purchases or otherwise acquire issucd shares in the capital of the Company from time to time (whether by way of market purchases
or off-market purchases on an equal access scheme) of up to ten per centum (10%) of the total number of issued shares (excluding treasury
shares) in the capital of the Company (as ascertained as at the date of Annual General Meceting of the Company) at the price of up to but not
exceeding the Maximum Price as defined in the Leteer to sharcholders dated 14 April 2010 (the “Leteer”), in accordance with the terms of the
share purchase mandace set out in the Letter, and this mandate shall, unless revoked or varied by the Company in general meeting, continue in
FO]'CC ul’ltii thc COnCiuSiOn OFti’lC nexe Annuai Gcncrai Mccting Oi:thc C()Inpal’ly or ti’lC ddtc by \Vhicl] ti’lC nexe Annual Gcncrai Mccting Oi:thc
Company is rcquircd by law to be held, whichever is carlier.

[Sce Explanatory Note (v)] (Resolution 10)

By Order of the Board

Chew Kok Liang

Company Sccretary
Singapore, 14 April 2010
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Explanatory Notes:—

(1)

(iif)

Notes:

Mr Hee Thcng FOiig will, upon re-clection as a Director of the Company, remain as Chairman of Nominating Committee and Remuneration Committee and as a

member of the Audic Committee. Mr Hee Theng Fong will be considered independent.

Mr Kong Tai will, upon re-clection as a Director of the Company, remain as member of Audit Committee, N()minating Committee and Remuneration Committee.

Mr Kong Tai will be considered independent.

The Ordinary Resolution 7 above, if passed, will empower the Directors of the Company from the date of the above Meeting until the date of the next Annual General
M(:Ctl.ng (){tht C()mpany, or thL dlltc by \Vhi(‘h th(. nexeo Annuﬂl Gcncral M(:Ctjng ()f(ht C()mpaﬂy is quLlirC({ by la\’\' to ]:7(: llcld or SUCh llu[l"l()rity is Varicd or I'CV()I(Cd
by the Company in a gcneral meeting, whichever is the earlier, to issue shares, make or grant instruments convertible into shares and to issue shares pursuant to such
instruments, up to a number not exceeding, in total, 50% of the total number of issucd shares (excluding treasury shares) in the capital of the Company, of which up to
200(/1 Inay bc iSSqu O[hCr th(ln ona prO—l’a[d basis to CXiSting Sh&l‘cho]dcrs OFthC (:Qmp(lny save thﬂ.[ SUCh nul’nbcl’ Sha“ bC UP to 1000/0 01:[1'1C [O[a] nunlbcl’ OFiSSHCd S]’]arcs

(excluding treasury shares) in the capital of the Company in relation to a pro-rata renounceable rights issuc to existing sharcholders.

For determining the aggregate number of shares that may be issued, the percentage of issued shares in the capita] of the Company will be calculated based on the toral
number of issued shares (cxcluding treasury shai‘cs) in the capitai of the Company at the time this Ordinary Resolution is Passcd after adjusting for new shares arising from
the conversion or exercise of Instcrument or any convertible securities, the exercise of share options or the vesting of share awards outstanding or subsisting at the time

when this Ordinary Resolution is passed and any subsequent consolidation or subdivision of shares.

The 100% renounceable pro-rata rigi’its issuc limit is one of the new measures imP]cmcntcd i)y the SGX-ST as stated in a press release entitled “SGX introduces further
measures to facilitate fund raising” dated 19 February 2009 which became cffective on 20 February 2009 and will expire on 31 December 2010 unless extended. Te will
pi‘ovide the Directors with an opportunity to raise funds and avoid prolongcd market exposure by rcducing the time taken for shareholders’ approval, in the event the
need arises. Minority shareholders” interests are mitigated as all shareholders have equa] opportunities to participate and can dispose their entitlements through trading
ofnil—Paid rights iftlic_y do not wish to subscribe for their rights shares. Itis subjcct to the condition that the Compan_y makes pcriodic announcements on the use of the

proceeds as and when the funds are materially disbursed and provides a status report on the use of proceeds in the annual report.

The Ordinary Resolution 8 above is one of the new measures implemented by the SGX-ST as stated in a press release entitled “SGX introduces further measures to facilitate
fund raising” dated 19 February 2009 which became effective on 20 February 2009 and will expire on 31 December 2010 unless extended by SGX-ST. The Ordinary
Resolution 8 above, if passed, will empower the Dircctors of Company to allot and issuc shares (including shares to be issued in pursuance of the Instruments, made or
granted pursuant to the Share Issuc Mandate) other than on a pro-rata basis at a discount of not more than 20% to the weighted average price per share determined in

accordance with the requirements of the SGX-ST.

The Ordinary Resolution 9 above, if passed, will empower the Directors of the Company, from the date of this Mecting until the next Annual General Mecting of the
Company, or the date by which the next Annual General Meeting of the Company is required by law to be held or such authority is varied or revoked by the Company in
a gCnCl’al n’lCCting, Whi(:hCVCl' iS [hC CerliCr, to iSSUC SthCS in [hC (:Qmp(lny pursu{lnt to [hc CXCrCiSC Of-options gl‘antcd or to bC gran[cd Llndcl' thC SCI’]Cl’nC up toa nLll"anl’
not exceeding in total (for the entire duration of the Scheme) fifteen per cencum (15%) of the total number of issued shares (excluding treasury shares) in the capital of

the Company from time to time.

The Ordinan/ Resolution 10 above, ifpasscd, will empower the Directors of the Company from the date of the above Mccting until the next Annual General Mccting of
the Company or the date by which the next Annual General Meeting of the Company is rcquircd by law to be held, whichever is the carlier, to rCPUl‘L‘haSC ordinary shares
of the Company by way of market purchases or off-market purchases of up to ten per centum (10%) of the total number of issued shares (excluding treasury shares) in the
capita] of the Company at the Maximum Price as defined in the Letter to shareholders. The rationale for, the authority and limitation on, the sources of funds to be used
for the purcl’msc or acquisition including the amount ()ffinancing and the financial effects of the purchasc or acquisition ofordinary shares by the Company pursuant to
the Share Purchase Mandate on the audited consolidated financial accounts of the Group for the financial year ended 31 December 2009 are set out in greater detail in

EhC LCEIC[’ to shareholdcrs.

A Member entitled to attend and vore at the Annual General Mecting (the “Meeting”) is entitled to appoint a proxy to attend and vote in his/her stead. A proxy need

not be a Member of the Company.

The instrument appointing a proxy must be deposited at cthe registcrcd office of the Company at 10 Ang Mo Kio Street 65 #06-10, Singapore 569059 not less than fort)-

cight (48) hours before the time appointed for holding the Mecting.
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SINOMEM TECHNOLOGY LIMITED
(Registration No.200208107G)
(Incorporated in the Republic of Singapore)

Directors: Registered Office:
Dr Lan Weiguang (Managing Director) 10 Ang Mo Kio Street 65 #06-10
Chen Ni (Executive Director) Singapore 569059

Teng Cheong Kwee (Independent Director)

Hee Theng Fong (Independent Director)

Kong Tai (Independent Director)

14 April 2010

To: The Sharcholders of Sinomem chhnology Limited

Dear Sir/Madam,

RENEWAL OF SHARE PURCHASE MANDATE

BACKGROUND

We refer to (a) the notice of Annual General Meeting ("AGM”) of the Sharcholders of Sinomem Technology Limited (the “Company”) dated
14 April 2010 (the “Notice of AGM”), accompanying the Annual Report 2009 of the Company, convening the AGM to be held on 29 April
2010; and (b) Ordinary Resolution No. 10 under the heading “Special Business” set out in the Notice of AGM.

The purpose of this letter is to providc the Sharcholders with information rclating to the abovementioned proposal to be tabled at the

AGM.
At the Extraordinary General Mecting (‘(EGM”) of the Company held on 28 April 2009, Sharcholders had approved the grant of a mandate (the
“Share Purchase Mandate”) to enable the Company to purchasc or otherwise acquire the issued ordinary shares in the capital of the Company

(“Shares”).

ThC rationalc fOI’, thC authority and limitations on, and thC financial CffCCtS OE [hC Sharc Purchasc Mandatc were set out in thC Company's

circular to Shareholders dated 30 March 2009 (the “Share Purchase Circular”).

The Share Purchase Mandate will expire on the date of the forthcoming AGM, bcing 29 April 2010. The Directors propose that the Share

Purchase Mandate be renewed at the forthcoming AGM.

In this Letter to the Sharcholders, the foﬂowing definitions apply throughout unless otherwise stated:—

“Act” or “Companies Act’ ¢ The Companies Act (Cap. 50) of Singapore, as amended or modified from time to time
‘AGM” . The annual general meeting of the Company

“Articles’ : Articles of Association of the Company

“Board’ i The Board of Directors of the Company
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‘CDP’ . The Central Depository (Pec) Limited

‘Companies Amendment Act 2004 : The Companies (Amendment) Act 2004 of Singapore

‘Companies Amendment Act 2005” ' The Companies (Amendment) Act 2005 of Singapore

‘Company’ Sinomem Technology Limited

‘Directors” The directors of the Company, including alternate directors of the Company (if any), as
at the date of this Letter to the Sharcholders, and “Director” means any of them

“EPS’ Farnings per Share

‘FY’ Financial year ended or ending 31 December

‘Group” The Company and all its subsidiaries

“Latest Practicable Date”
‘Listing Manual”
‘Market Day”
‘Memorandum’

‘NTA”

‘NAV”

‘SFA”

‘SGX-ST" or ‘Singapore Exchange”

“Share Purchase Mandate”

“Shares”

“Shareholders”

“Substantial Shareholder’

“Take-over Code”

“S$” and “cents”

“4”

S April 2010, being the latest practicable date prior to the printing of this Circular
The Listing Manual of the SGX-ST, as amended or modified from time to time
A day on which the SGX-ST is open for trading in securitics

The Memorandum of Association of the Company

Net tangible asscts

Netassets value

The Sccurities and Futures Act (Cap. 289) of Singapore, as amended or modified from

time to time

Singapore Exchange Securities Trading Limited

The mandate to enable the Company to purchasc or otherwise acquire its issued Shares
Fully—paid ordinary shares in the capital of the Company

chistcrcd holders of the Shares, excepe that where the rcgistcrcd holder is CDP,
the term “Sharcholders” shall, where the context admits, mean the Depositors whose

securities accounts are credited with the Shares

In relation to the Company, a person who has an interest in not less than 5% of the
pany,ap

issued voting Shares of the Company

The Singapore Code on Takeovers and Mergers, as amended or modified from time to

time
Singaporc dollars and cents rcspcctivcly

Pcrccntagc or pCf centum

Unless otherwise stated in this Letter to the Shareholders, any term defined under the Companies Act, the SFA, the Listing Manual or the

Take-over Code shall, where applicable, have the meaning assigned to it under the Companies Act, the SFA, the Listing Manual or the Take-

over COdC, as [hC casc may bC In particular:
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2.1

The terms “Depositor”, ‘Depository Agent” and “Depository Register” shall have the same meanings ascribed to them in Section

130A of the Companies Act. The term “Treasury Shares” shall have the meaning ascribed to them in the Companies Act.

Words importing the singular shall, where applicab[c, include the plural and vice versa and words importing the masculine gcndcr shall, where

applicablc, include the feminine and the neuter gcndcrs. References to persons shall include corporations.

Any I'C‘ECI’CHCC in this Leteer to [hC Sharcho[dcrs to any enactment is a rcfcrcncc to that cnactment as {:OI' thC time bcing amcndcd or I‘C‘CI]EJ.CtC(i
Any VVOI”CI dcﬁncd undcr thC Companics Actor any statutory modiﬁcation thcrcofand not othcrwisc dcﬁncd in EhiS Letter to thC Sh?erhOldCl’S

shall have the same meaning assigned to it under the Companies Act or any statutory modification thereof, as the case may be.
Any reference to a time of day in this Letter to the Sharcholders shall be a reference to Singapore time unless otherwise stated.
THE PROPOSED RENEWAL OF THE SHARE PURCHASE MANDATE

Rationale

The Act allows a Singaporc»incorporatcd company to purchasc or otherwise acquire its issued shares, stocks and prcfcrcncc shares if it is
expressly permitted to do so by the company's articles of association. Any purchase or acquisition of shares by the company would have to be
made in accordance with, and in the manner prcscribcd by the Actand the Listing Manual and such other laws and rcgulations as may, for the

time bcing, be applicablc.

The Share Purchase Mandate will give the Direcrors the flexibility to purchase or acquire Shares if and when circumstances permic. Share
purchascs or acquisitions providc the Company and its Directors with an casy mechanism to facilitate the return ofsurplus cash over and above
its ordinary capital requirements in an expedient and cost-efficient manner. The purchases or acquisitions of Shares may, depending on market

conditions and ﬁlnding arrangements, lead to an enhancement of the EPS and/or NTA per Share.

Share purchases or acquisitions also allow the Directors to exercise control over the Company’s share capital structure with a view to enhance
the EPS and/or NTA per Share. The Share Purchase Mandate will further give the Company the opportunity to purchase or acquire Shares
when such Shares are undervalued and help to buffer short-term share price volatility and offset the effects of share price speculation, thereby

boosting Sharcholders” confidence and employees” morale.
The Share Purchase Mandate also enables the Directors to purchase or acquire Shares, and hold the repurchased Shares as treasury shares.

If and when circumstances permit, the Directors will decide whether to effect the Share purchascs oracquisitions via Market Purchases or Off-
Market Purchases (as detined below), after taking into account the amount ofsurplus cash available, the then prcvailing market conditions and

the most cost effective and efficient approach.

The Directors will only make purchascs or acquisitions of Shares pursuant to the Share Purchase Mandate when thcy consider it to be in the
best interests of the Company and in circumstances which they believe will not result in any material adverse effect on the financial position of
the Company or the Group, or result in the Company bcing delisted from the SGX-ST or bcing insolvent. It should be noted that the purchases

pursuant to EhC Sharc Purchasc Mandatc may not bC carricd out to EhC ﬁl” llmlt as m;mdatcd.
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2.2 Authority and Limits on the Share Purchase Mandate
The authority and limits placed on the Share Purchase Mandate are summarised below: -

2.2.1 Maximum Number of Shares

Only Shares which are issued and fully paid-up may be purchased or acquired by the Company. The total number of Shares that may
be purchased or acquired by the Company pursuant to the Share Purchase Mandate shall not exceed ten per cent. (10%) of the issued
Shares of the Company as at the date of the last AGM held before the resolution authorising the Share Purchase Mandate is passed
orasat the date of the resolution authorising the Share Purchase Mandate is passed (the “Approval Date”) whichever is higher. Any

Shares which are held as treasury shares will be disregarded for purposes of computing the ten per cent. (10%) limit.
For illustration purposes only, on the basis of 501,780,000 Shares in issuc as at the Latest Practicable Date, not more than 50,178,000
Shares (representing 10% of the Shares in issuc as at that date) may be purchased by the Company pursuant to the Share Purchase

Mandate. As at the Latest Practicable Date, the Company is holding 10,000,000 Shares as treasury shares as illustrated in Section
2.14 below.

2.2.2 Duration of Authority
Share purchases or acquisitions may be made, at any time and from time to time, on and from the Approval Date, up to:

(i) the date on which the next AGM of the Company is held or required by law to be held; or

(ii) the date on which the Share purchases are carried out to the full extent mandated: or
(iii) the date on which the authority conferred by the Share Purchase Mandate is revoked or varied by Shareholders in a gcncral
meeting,

whichever is the carliest.
ThC Sharc Purchasc Mandate may bC rcncwcd at C&Ch SUbSCqUCHt AGM or Otl‘lCr gcncral mccting O{:thC Company.
2.2.3 Manner of Share Purchases or Acquisitions
(i) Share purchases or acquisitions may be made by way of:
(a) on-market purchase transacted through the SGX-ST's Central Limit Order Book trading system or on another
StOCk Cxchangc on Which [hC Sh(erS arc liSth and/or through onc or more duly liCCﬂSCd dCElleS appointcd by thC

Company for that purpose (‘Market Purchase”); and/or

(b) off—markct purchasc in accordancc \Vitl’l an C‘quEl.[ aCCcess SCI’lCITlC FOI' thC purchasc or vaLliSitiOl"l OF Sharc‘s From

Sharcholders (*Off-Market Purchase”).

(ii) The Directors may impose such terms and conditions which are not inconsistent with the Share Purchase Mandate, the Listing
Manual and the Act, as thcy consider fit in the interests of the Company in connection with or in relation to any cqua] access

scheme(s).
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(iif)

Under Section 76C of the Act, an equal access scheme must satisfy all the Fo“owing conditions:

(a) offers under the scheme must be made to every person who holds shares to purchase or acquire the same percentage

of their shares;

(b) all of those persons must have a reasonable opportunity to accept the offers made to them; and
(c) the terms of all the offers must be the same except that there shall be disregarded:
(1) differences in consideration arttributable to the fact that the offers relate to shares with difterent accrued

dividend entitlements;

(2) differences in consideration attributable to the fact that the offers relate to shares with ditferent amounts

remaining unpaid; and

(3) differences in the offers introduced solely to ensure that ecach member is left wich a whole number of

sharcs.

In addition, under the Listing Manual, in making an Oft-Market Purchase in accordance with an equal access scheme, the

Company must issuc an offer document to all Sharcholders containing at least the following information:

(a) the terms and conditions of the offer;

(b) the period and procedures for acceprances:

(¢) the reasons for the proposed Share purchases:

(d) the consequences, if any, of the Share purchases by the Company that will arise under the Take-over Code or other

applicable take-over rules;
(e) whether the Share purchases, if made, could affect the listing of the Shares on the SGX-ST; and
(f) details of any Share purchases made by the Company in the previous twelve (12) months (whether Market Purchases

or Ott-Market Purchases), giving the total number of Shares purchascd, the purchasc price per Share or the highcst

and lOWCSE Pl‘iCCS P(lld fOl’ [hC purchascs, wherc rclcvant, and thC t()t:ll considcration pdld {:01” tllC purchases.

2.2.4 Maximum Purchase Price

The purchase price (excluding brokerage, stamp duties, commission, applicable goods and services tax and other related expenses) to

be paid for Shares purchased or acquired pursuant to the Share Purchase Mandate will be determined by the Directors.

HOVVCVCI‘, tl"lC purchasc pl‘iCC to bC pald fOf tl’lC Sharcs PUfClTJ.SCd or Q.Cquier pursuant to Sharc Purchasc Mandatc as dctcrmincd bV

EhC Directors must not CXCCCdZ

(a)

in the case of a Market Purchase, one hundred and five per cent. (105%) of the Average Closing Price (as defined below) of

the Shares: and
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2.3

2.4

(b) in the case of an Off-Market Purchase, one hundred and twenty per cent. (120%) of the Average Closing Price (as defined

below) of the Shares,
(the ‘Maximum Price”) in cither case, excluding related expenses of the purchase or acquisition.
For the above purposes:

“‘Average Closing Price” mcans the average of the closing market prices of the Shares over the last five (5) Market Days, on which
transactions in the Shares were recorded, immediately preceding the date of Market Purchase by the Company or, as the case may
be, the date of the making of the offer pursuant to the Off-Market Purchase pursuant to the equal access scheme, and deemed o be

adjustcd for any corporate action that occurs after the relevant five (5) Market Days period; and

“date of the making of the offer” mcans the date on which the Company announces its intention to make an offer for the
purchasc or acquisition of the Shares to holders of Shares, stating the purchasc price (which shall not be more than the Maximum
Price determined on the foregoing basis) for cach Share and the relevant terms of the equal access scheme for effecting the Off-Market

Purchase.
Status of Purchased Shares
Under the Act, the Company may choose to hold the purchased Shares as treasury shares or to cancel them.
Shares purchascd or acquircd by the Company are deemed cancelled immcdiately on purchasc oracquisition (and all rights and privilcgcs attached
to the Shares will expire on such cancellation) unless such Shares are held by the Company as treasury shares. The total number of issued Shares
will be diminished by the number of Shares purchased or acquired by the Company and which are not held as treasury shares.
Any Shares purchased or acquired by the Company and cancelled will be automatically delisted by the SGX-ST. Certificates in respect of
purchased or acquired Shares that are cancelled by the Company will be cancelled by the Company as soon as reasonably practicable following
settlement of-any purchasc or acquisition of such Shares.
Treasury Shares
Under the Act, Shares purchased or acquired by the Company may be held or deale with as treasury shares. Where the Company holds the
purchased Shares as treasury shares, the Company may deal with such treasury shares in such manner as may be permitted by and in accordance
with the Act. Some of the provisions on treasury shares under the Act are summarised below.

(i) Maximum Holdings

The aggregate number of Shares held as treasury shares cannot at any time exceed ten per cent. (10%) of the total number of issued

Shares of the Company at that time.
(ii)  Register of Members, Voting and Other Rights
Thc Company Sl’lil“ bC rcgiStCer asa mCﬂ]bCr in rCSPCCt OE[hC trCZlSul'y SharCS but Shilll not ha\’c Zlny rigl’lt to thtcnd Or vote at n]cctings

and fOI‘ thC purposc Of‘thC ACt, 'EhC (jOlTlpélI]y shall bC trcatcd as having no l‘ight tovote and thC trcasury sharcs Sl'lélll bC trcatcd as having

no voting rights.
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(iii)

In addition, no dividend may be paid, and no other distribution (whether in cash or otherwise) of the Company’s asscts may be made,
to the Company in respect of the treasury shares. However, the allotment of shares as fully paid bonus shares in respect of treasury
shares is allowed. A subdivision or consolidation of any treasury share into treasury shares of a smaller amount is also allowed so long
as the total value of the treasury shares after the subdivision or consolidation is the same as the total value of the treasury share before

the subdivision or consolidation, as the case may be.
Disposal and Cancellation

Where Shares are held as treasury shares, the Company may at any time (but subject always to the Take-over Code):

(a) scll the treasury shares for cash:

(b) transfer the treasury shares for the purposes of or pursuant to an employec’s share scheme:

(c) transfer the treasury shares as consideration for the acquisition of shares in or assets of another company or assets of a
person;

(d) cancel the treasury shares; or

(e) sell, transfer or otherwise use the treasury shares for such other purposes as may be prescribed by the Minister of Finance.

Reporting Requirements

(i)

(iif)

(iv)

Within chirty (30) days of the passing of a Sharcholders’ resolution to approve the purchases of Shares by the Company, the Company
shall lodge a copy of such resolution with the Accounting & Corporate Regulatory Authority ("ACRA”).

The Company shall notify the ACRA within thirey (30) days of a purchase of Shares on the SGX-ST or otherwise. Such notification
shall include derails of the date of the purchascs or acquisitions, the total number of Shares purchascd or acquircd by the Company,
the number of Shares cancelled, the number of Shares held as treasury shares, the Company's issued share capital before the purchase
oracquisition, the Company's issued share capital after the purchase or acquisition, the amount of consideration paid by the Company
for the purchases or acquisitions, whether Shares were purchased or acquired out of the profits or the capital of the Company, and such

other particulars as may be rcquircd in the prcscribcd form.

The Listing Manual specifies that a listed company shall report all purchases or acquisitions of its shares to the SGX-ST not later than
9.00 a.m. (a) in the case of a Market Purchase, on the Market Day following the day ofpurchasc or acquisition ofany of its shares; and
(b) in the case of an Off-Market Purchase under an equal access scheme, on the second Market Day after the close of acceprances of
the offer. The nortification of such purchases or acquisitions to the SGX-ST shall be in such form and shall include such details as may
be prescribed by the SGX-ST in the Listing Manual. The Company shall make arrangements with ics stockbrokers to ensure that they

provide the Company in a timely fashion with the necessary information which will enable the Company to make the norifications to

the SGX-ST.

For an Off-Market Purchase, the Listing Manual requires thar the listed company issue an offer document to all shareholders containing

the information as set out in section 2.2.3(iv) above.
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2.6

2.7

Sources of funds

The Company may not purchase or acquire its Shares on the SGX-ST for a consideration other than cash or for settlement otherwise than in

accordance with the trading rules of the SGX-ST.

Any purchases or acquisitions of Shares may be made only if the Company is solvent and out of the Company’s capital or profics. It is an offence
for a Director or manager of the Company to approve or authorise the purchase or acquisition of Shares, knowing that the Company is not

solvcntr For tlllS purposc, PUI’SUIlIlt to tllC ACE, a company is solvcnt lf*

(i) the company is able to pay its debes in full at the time oi:paymcnt for the purchasc of shares and will be able to pay its debts as thcy fall

due in the normal course of business during the pcriod of twelve (12) months immcdiatcly after the purchasc; and

(ii) the value of the company’s assets, at the time of the purchasc and after such purchasc, is not less than the value of its liabilities (including
contingent liabilitics), having rcgard to the most recent financial statements of the company and all other circumstances that the

directors or managers of the company know or ought to know affect or may affect such values.
The Company will use internal resources or external borrowings or a combination of both to fund purchascs of Shares pursuant to the Share
Purchase Mandate. However, in considcring the option of external financing, the Directors will consider particularly the prcvailing gearing level
of the Group The Directors will only make purchascs or acquisitions pursuant to the Share Purchase Mandate in circumstances which thcy
believe will not result in any material adverse effect to the financial position of the Company or the Groupr
Financial Effect

Under the Act, purchases or acquisitions of Shares by the Company may be made out of the capital and/or profits of the Company.

\X/llCI’C tl’lC PLlfCllélSCCi Sharcs arc canccllcd, a rcduction by tl]C total amount OftllC purchasc pricc Pald by tl’lC Company FOI‘ EllC Sl]lll’CS C;lI'lCCllCCl

will be made to:

(i) the share capital of the Company where the Shares were purchased out of the capital of the Company:

(ii) the profits of the Company where the Shares were purchased out of the profits of the Company: or

(iif) the share capital and profits of the Company proportionately where the Shares were purchased out of both the capital and profits of
the Company.

Where the purchased Shares are held in treasury, the total issued Shares of the Company remains unchanged.

Where the consideration paid by the Company tor the purchasc or acquisition of Shares is made out ofiprofits, such consideration (cxcluding
related brokerage, stamp duties, commission, applicable goods and services tax and clearance fees) will correspondingly reduce the amount

available for the distribution of cash dividends by the Company.

Where the consideration paid by the Company for the purchase or acquisition of Shares is made out of capital, the amount available for che

distribution of cash dividends by the Company will not be reduced.

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009



letter to shareholders

The financial cffects on the Company and the Group arising from the purchases or acquisitions of Shares which may be made pursuant to the
Shares Purchase Mandate will depend on, inter alia, whether the Shares are purchased or acquired out of capital and/or retained profits of the
Company, the number of Shares purchased or acquired, the consideration paid for such Shares and whether the Shares purchased or acquired

are held as treasury shares or cancelled. It is therefore not possiblc to rcalistically calculate or quantify the impactat this point of time.

Purely for illustration purpose only, on the basis of 501,780,000 issued and paid-up Shares as at the Latest Practicable Date, and assuming no
further Shares arc issued or rcpurchascd, and no Shares are held by the Company as treasury shares, on or prior to the AGM, the purchasc
or acquisition by the Company ofup to the maximum limit of ten per cent. (10%) of its issued Shares will entail a purchasc or acquisition of

50,178,000 Shares.

In the case of Market Purchases by the Company, based on the existing issued and paid-up capital of the Company as at the Latest Practicable
Date and the assumption that, pursuant to the Share Purchase Mandate, the Company purchases the maximum number of 50,178,000 Shares
at the Maximum Price of $$0.565 per Share (bcing the price Cquivalcnt to five per cent. (5%) above the average of the closing market prices of
the Shares for the five (5) Market Days on which the Shares were traded on the SGX-ST immediately preceding the Latest Practicable Date),
the maximum amount of funds required for the purchase of 50,178,000 Shares (excluding brokerage, stamp duties, commission, applicable

goods and services tax and other related expenses) is approximately $$28,350,570.

In the case of Off-Market Purchases by the Company, based on the existing issued and paid-up capital of the Company as at the Latest Practicable
Date and the assumption that, pursuant to the Share Purchase Mandate, the Company purchases the maximum number of 50,178,000 Shares ac
the Maximum Price of $$0.646 per Share (being the price equivalent to twenty per cent. (20%) above the average of the closing market prices of
the Shares for the five (5) Market Days on which the Shares were traded on the SGX-ST immediately preceding the Latest Practicable Date),
the maximum amount of funds rcquircd tor the purchasc ot 50,178,000 Shares (cxcluding brokcragc, stamp duties, commission, applicablc

goods and services tax and other related expenses) is approximarely $$32.414.988.

On the basis of the assumptions sct out above and the following:

(a) the Share Purchase Mandate had been effective on the Latest Practicable Date and the Company had purchased the maximum of
50,178,000 Shares representing ten per cent. (10%) of the Shares in issuc as at the Latest Practicable Date out of capital and held as
treasury shares or cancelled:

(b) the consideration for the purchasc or acquisition of the Shares is funded by internal resources,

anillustration of the financial impact of Share purchases or acquisitions by the Company pursuant to the Share Purchase Mandate on the Group

and thC COI‘HP&IH}”S Q.U.di[Cd financial statements ‘:Of FY2009 is set out bClO\V.
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(1) Market Purchases — Purchases made entircly out of capital and held as treasury shares.
Group (S$°000) Company (S$ ’000)
Before After Market Before After Market

Purchase Purchase Purchase Purchase
As at 31 December 2009
Share Capital 120,782 92,431 120,782 92,431
Retained Profics 115,412 115,412 11,430 11,430
Sharcholders’ Funds 253,405 225,054 130,508 102,157
NTA® 252,904 224,553 130,508 102,157
Total Liabilities 71,939 71939 26,329 26,329
Current Assets 137,010 108,659 149,937 121,586
Current Liabilities 64,204 64,204 26,329 26,329
Working Capital 72,806 44,455 123,608 95,257
Number of Shares (’000) 501,780 451,602 501,780 451,602
Financial Ratios
EPS (cents) 457 5.08 073 0.81
NTA per Share (cents) 50.40 49.72 26.01 2262
Gearing (times)”) 0.28 0.32 0.20 0.26
Current Ratio (times)" 213 1.69 5.69 4.62

(2) Market Purchases — Purchases made entirely out of capital and cancelled.

Group (S$°000)

Company (S$ °000)

Before After Market Before After Market

Purchase Purchase Purchase Purchase
As at 31 December 2009
Share Capital 120,782 92,431 120,782 92,431
Retained Profits 115412 115412 11,430 11,430
Shareholders” Funds 253,405 225,054 130,508 102,157
NTA® 252,904 224,553 130,508 102,157
Tortal Liabilities 71,939 71,939 26,329 26,329
Current Assets 137,010 108,659 149,937 121,586
Current Liabilities 64,204 64,204 26,329 26,329
Working Capital 72,806 44,455 123,608 95257
Number of Shares (000) 501,780 451,602 501,780 451,602
Financial Ratios
EPS (cents) 457 5.08 0.73 0.81
NTA per Share (cents) 50.40 49.72 26.01 2262
Gearing (times)"” 0.28 0.32 0.20 0.26
Current Ratio (times)? 213 1.69 5.69 4.62
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(3) Off-Market Purchases — Purchases made entircly out of capital and held as treasury shares.

Group ($$°000) Company (S$°000)
After After
Before Off-Market Before Off-Market

Purchase Purchase Purchase Purchase
As at 31 December 2009
Share Capital 120,782 88,367 120,782 88,367
Retained Profics 115,412 115,412 11,430 11,430
Shareholders’ Funds 253,405 220,990 130,508 98,093
NTA® 252,904 220,489 130,508 98,093
Total Liabilities 71,939 71,939 26,329 26,329
Current Assets 137,010 104,595 149,937 117,522
Current Liabilities 64,204 64,204 26,329 26,329
Working Capital 72,806 40,391 123,608 91,193
Number of Shares (’000) 501,780 451,602 501,780 451,602
Financial Ratios
EPS (cents) 457 5.08 0.73 0.81
NTA per Share (cents) 50.40 48.82 26.01 2172
Gearing (times)"” 0.28 0.33 0.20 0.27
Current Ratio (times)" 213 1.63 5.69 446

(4) Off-Market Purchases — Purchases made entirely out of capital and cancelled.

Group (S$°000) Company (S$ °000)
After After
Before Off-Market Before Off-Market

Purchase Purchase Purchase Purchase
As at 31 December 2009
Share Capital 120,782 88,367 120,782 88,367
Retained Profits 115412 115,412 11,430 11,430
Shareholders’ Funds 253,405 220,990 130,508 98,093
NTA® 252,904 220,489 130,508 98,093
Total Liabilities 71,939 71,939 26,329 26,329
Current Asscts 137,010 104,595 149,937 117,522
Current Liabilities 64,204 64,204 26,329 26,329
Working Capital 72,806 40,391 123,608 91,193
Number of Shares (000) 501,780 451,602 501,780 451,602
Financial Ratios
EPS (cents) 457 5.08 0.73 0.81
NTA per Share (cents) 50.40 4882 2601 2172
Gearing (times)"”) 0.28 0.33 0.20 027
Current Ratio (times)" 213 1.63 5.69 446

poised for growth |,

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009



.120

letter to shareholders

2.8

2.9

Notes:

(1) NTA cquals Sharcholders’ funds less intangible asscts.

(2) Gearing equals total liabilities divided by Sharcholders” funds.
(3) Current ratio cquals current asscts divided by current liabilities.

Shareholders should note that the financial effects set out above, based on the respective aforementioned assumptions,
are for illustration purposes only. In particular, it is important to note that the above analysis is based on historical
audited numbers FY2009 (save for the number of Shares, which are based on the number of Shares as at the Latest

Practicable Date) and is not necessarily representative of future financial performance.

The Company will take into account both financial and non-financial factors (for cxamplc, share market conditions and the pcrformancc of
the Shares) in assessing the relative impact of a Share purchasc or acquisition betore execution. Although the Share Purchase Mandate would
authorise the Company to purchasc or acquire up to ten per cent. (10%) of its issued Shares (cxcluding Shares held in trcasury), the Company
may not necessarily purchase or acquire or be able to purchase or acquire the entire ten per cent. (10%) of its issued Shares (excluding Shares
held in treasury). In addition, the Company may cancel all or part of the Shares repurchased or hold all or part of the Shares repurchased as

treasury shares.
Taxation

Section 10] of the Income Tax Act stipulates that when a company purchases or acquires its own shares from a sharcholder using funds other
than contributed capital of the company, the payment by the company shall be deemed to be a dividend paid by the company to the sharcholder.
Accordingly, the Company will, in repurchasing its own Shares out of profits, be deemed to have paid a dividend to its Sharcholders from whom

EhC Sharcs are purchascd.

Sharcholders who are in doubt as to their respective tax positions or tax implications of Share Purchases by the Company, orwho may be subjcct

to tax whether in or outside Singapore, should consult their own professional advisers.
Listing Status

The Company is required under Rule 723 of the Listing Manual to ensure that at least ten per cent. (10%) of its Shares arc in the hands of
the public. The “public”, as defined under the Listing Manual, are persons other than (a) the directors, chief executive officer and substantial

sharcholders, or controlling sharcholders of the Company and its subsidiaries, and (b) the associates of such persons named in (a).

As at the Latest Practicable Date, there are 220,511,000 Shares in the hands of the public, representing 43.95% of the issued Shares of the
Company. Assuming that the Company purchases its Shares through Market Purchases up to the full ten per cent. (10%) limit pursuant to the
Share Purchase Mandate, the number of Shares in the hands of the public would be reduced to 170,333,000 Shares, representing 37.72% of the

rcmaining iSSl.lCd Sharcs ofthc COIT]P&H}’ (OH thC QSSlePtiOll that EhC purchascd Sl’l(ll‘CS arc not CO.HCC”CC[).

In undertaking any purchases of its Shares, the Directors will use their best efforts to ensure that a sufficient number of Shares remain in public

h“ll"ldS SO tl’l‘dt thC Sharc purchascs VVi” not:

(i) adversely affect the listing stacus of the Shares on the SGX-ST;
(ii) causc market illiquidity: or
(iii) adversely affect the orderly trading of the Shares.
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2.10

Implications under the Take-over Code

The resultant increase in the percentage ofvoring rights held by a Sharcholder and persons acting in concert with him, foiiowing the purchasc
of Shares by the Company, will be treated as an acquisition for the purposes of Rule 14 of the Take-over Code (‘Rule 14”). Consequently,
depending on the number of Shares purchased by the Company and the total number of Shares in the capital of the Company at that time, a
Sharcholder or group of Sharcholders acting in concert with cach other could obtain or consolidate control of the Company and could become

obiigcd to make an offer under Rule 14.

Under the Take-over Code, persons acting in concert comprise individuals or companies who, pursuant to an agreement or understanding
(whcthcr formal or informai) co-operate, through the acquisition by any of them of shares ina company to obtain or consolidate effective control

Oi:[i]élt company. Unicss thC CODU"&I’}/ is csrabiishcd, tilC foiiowing persons, inter klii?l, Wlii bC prcsumcd to bC acting in concert:

(i) a company with any of its directors (togcthcr with their close relatives, related trusts as well as companics controlled by any of the
directors, their close relatives and related trusts);

(ii) acompany, its parent, subsidiaries and fellow subsidiaries, and their associated companies and companies of which such companies are
associated companics, all with cach other;

(iii) an individual with his close relatives, related trusts, any person who is accustomed to act in accordance with his instructions and
companics controlled by these persons, all with cach other; and

(iv) any person who has providcd financial assistance (other than a bank in the ordinary course of business) to any of the above for the

purcimse of voting rlgiltSi

For this purposc, owncrship or control of-twcnty per cent (20%) but not more than fifry per cent (50%) of the voting rights ofa company will

be regarded as the test of associated company status.

The circumstances under which Sharcholders (including Directors) and persons acting in concert with them rcspcctivciy will incur an obiigation
to make a general offer under Rule 14 after a purchase or acquisition of Shares by the Company are set out in Rule 14 and Appendix 2 of the

Take-over Code.

In general terms, the effect of Rule 14 and Appendix 2 of the Take-over Code is that, unless exempted, the Directors and persons acting in
concert with them will incur an obligation to make a gencral offer under Rule 14if, as a result of the Company purchasing or acquiring Shares,
the voting rights of such Directors and their concert partics would increase to tiiirty per cent. (30%) or more, or if the voting rights of such
Directors and their concert parties fall between thirty per cent. (30%) and fifty per cent. (50%) of the Company’s voting rights, the voting rights

of such Directors and their concert parties would increase by more than one per cent. (1%) in any pcriod of six (6) months.

Under Appendix 2 of the Take-over Code, a Sharcholder not acting in concert with the Directors will not be required to make a general offer
under Rule 14 if, as a result of the Company purchasing or acquiring its Shares, the voting rigiits of such Shareholder would increase to tiiirty
per cent. (30%) or more, or if such Sharcholder holds between thirty per cent. (30%) and fifty per cent. (50%) of the Company’s voting rights,
the voting rights of such Sharcholder would increase by more than one per cent. (1%) in any period of six (6) months. Such Sharcholder need

not abstain from voting in respect of the resolution authorizing the proposcd Share Purchase Mandate.

Shareholders who are in any doubt as to whether they would incur any obligations to make a take-over offer as a
result of any purchase of Shares by the Company pursuant to the Share Purchase Mandate are advised to consult
their professional advisers and/or the Securities Industry Council before they acquire any Shares in the Company

during the period when the Share Purchase Mandate is in force.

poised for growth

SINOMEM TECHNOLOGY LIMITED ANNUAL REPORT 2009

121.



letter to shareholders

2.11 Directors’ and Substantial Shareholders’ Interests

As at the Latest Practicable Date, the sharcholdings of the Directors and the Substantial Sharcholders in the Company before and after the
purchase of Shares (assuming that the purchased Shares are cancelled and not held as treasury shares) pursuant to the Share Purchase Mandate,

based on the chistcr of Director’s Sharcholdings and the chistcr of Substantial Shareholders, are as follows:

Before Share Purchase After Share Purchase
Direct Deemed Direct Deemed
Interest Interest Total Interest Interest Total
(No. of (No. of Interest (No. of (No. of Interest
Shares) Shares) (%) Shares) Shares) (%)
Substantial Shareholders/
Directors
Dr Lan \X/ciguang“" 271,268,960 10,000,040 56.05 271,268,960 10,000,040 6228
Chen Ni® 10,000,040 271,268,960 56.05 10,000,040 271,268,960 6228
Directors
Teng Chcong Kwee — — — — — —
Hee Thcng Fong — — — — — —
Kong Tai — _ _ _ _ o
Notes:
(1) Dr Lan Weiguang is deemed to be interested in the 10,000,040 Shares held by his spousc, Madam Chen Ni.
() Madam Chen Niis deemed to be interested in the 271268 960 Shares held by her spouse, Dr Lan Weiguang,

Shareholders should note the following:

(i) the figures in the above table are set out for illustrative purposes only and calculated on the assumption that
(i) the maximum amount of ten per cent. (10%) of the Shares of the Company purchased under the Share
Purchase Mandate will be cancelled and not held as treasury shares and (ii) there is no change in the number
of Shares held or deemed to be held by the Directors and the Substantial Shareholders; and

(ii)  ifall the purchased Shares are held as treasury shares and not cancelled, there will be no change in the interests
of the Directors before and after such purchase. However, the interests of the Substantial Shareholders as a
percentage of the voting Shares in the Company will change before and after such purchase as the treasury

shares do not carry any voting rights.

As at the Latest Practicable Date, both Dr Lan Weiguang and Madam Chen Ni have a sharcholding interest of approximately 56.05% in the
Company (direct and indirect) and would not be obliged to make a general offer under Rule 14 and Appendix 2 of the Take-over Code to

other Sharcholders under the Take-over Code due to the Share Purchase Mandate.

Based on the above information, as at the Latest Practicable Date, none of the Directors will become obligated to make a general offer in the
cvent that the Company purchases the maximum number of 50,178,000 Shares under the Share Purchase Mandate. Based on the Register of
Substantial Sharcholders of the Company as at the Latest Practicable Date, the Directors are not aware of any Substantial Sharcholder who may

bccomc obligatcd to makc a mandatory OH:CI’ in [hC cvent that thC Company purchascs tl’lC maximum numbcr 0f50,178,000 Sharcs.
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2.13

2.14

Suspension of Purchase

(i) The Company may not effect or undertake any Share purchases or acquisitions prior to the announcement of any price-sensitive
information by the Company, until such time as the price-sensitive information has been publicly announced or disseminated in

accordance with the requirements of the Listing Manual.

(ii) The Company may not effect or undertake any Share purchases or acquisitions on the SGX-ST during the period commencing two
(2) wecks before the announcement of the Company's financial statements for cach of the first three (3) quarters of its financial year,

or one month before the financial year, as the case may be, and ending on the date of announcement of the relevant resules,
Shareholders’ Approval

The renewal of the Share Purchase Mandate is conditional upon the approval of Sharcholders at the AGM. As such, approval is being sought
from Sharcholders at the AGM for the renewal of the Share Purchase Mandate for the purchasc or acquisition by the Company of its issued
Shares. If approved, the Share Purchase Mandate will take effect from the date of the AGM and continue in force until the date of the next
AGM or such date as the next AGM s required by law to be held, unless prior thereto, Share buybacks are carried out to the full extent
mandated or the Share Purchase Mandate is revoked or varied by the Company in general mecting. The Share Purchase Mandate may be put

to Sharcholders for renewal at cach subsequent AGM.
Shares Purchased By The Company

ThC Company 1"12!.5 in th(‘.‘ pl‘CViOLlS 12 months madc PLII'Ch;lSCS Of‘itS Sharcs by way ofmarkct acquisition PLIYSUB.I][ to th(‘.‘ Sharc Purchasc Mandatc,

dctails OEWhiCh arc sctout ]DCIOVV:

Highest price paid Lowest price paid | Total consideration
Total number per Share for per Share for paid for Shares
of Total number of Shares purchased Shares purchased purchased
Shares purchased Shares cancelled ($S) ($S) ($S)
10,000,000 N.A 0.17 0.17 1,704,416.43

DIRECTORS’ RECOMMENDATION

Having fully considered the rationale for the proposed renewal of the Share Purchase Mandate, the Directors are of the view that the proposed
renewal of the Share Purchase Mandate is in the best interests of the Company and recommend that Sharcholders vote in favour of the

Resolution relating to the proposed renewal of the Share Purchase Mandate.
DIRECTORS’ RESPONSIBILITY STATEMENT

The Letter to the Sharcholders has been seen and approvcd by the Directors, including those who have dclcgatcd detailed rcsponsibility for
the Letter to the Sharcholders, and thcy collcctivcly and individually accept full rcsponsibility for the accuracy of the information given in this
Letter to the Sharcholders and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, the facts stated and
opinions cxprcsscd in this Letter to the Sharcholders are fair and accurate in all marerial respects as at the Latest Practicable Date and there are

no material facts the omission of which would make any statement in this Letter to the Sharcholders mislcading.
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5. SGX-ST’S DISCLAIMER

The SGX-ST assumes no responsibility for the correctness of any statements made, reports contained or opinions expressed in this Letter to

the Shareholders.

Yours faithfully

For and on behalf of the Directors

Dr Lan Weiguang
Managing Director

Sinomem Technology Limited
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SINOMEM TECHNOLOGY LIMITED
(Company Registration No. 200208107G)
(Incorporated In the Republic of Singapore)

PROXY FORM

(Please see notes overleaf before completing this Form)

I/We,

IMPORTANT:

1. For investors who have used their CPF monies to buy Sinomem
Technology Limited's shares, this Report is forwarded to them at
the request of the CPF Approved Nominees and is sent solely FOR
INFORMATION ONLY.

2. This Proxy Form is not valid for use by CPF investors and shall be
incftective for all intents and purposes if used or purported to be used by
them.

3. CPFinvestors who wish to attend the Annual General Meceting Mecting
as an observer must submit their requests through their CPF Approved
Nominees within the time frame specified. If they also wish to vore, they
must submit their voting instructions to the CPF Approved Nominees

within the time frame spﬁcificd to enable them to vote on their behalf.

of

being a member/members of Sinomem Technology Limited (the “Company”), hereby appoint:-

Name NRIC/Passport No. Proportion of Shareholdings
No. of Shares %
Address
and/or (dclete as appropriate)
Name NRIC/Passport No. Proportion of Shareholdings
No. of Shares %
Address

or failing the person, or either or both of the persons, referred to above, the Chairman of the Annual General Mccting (the “Mccting”) as my/our proxy/
proxies to vote for me/us on my/our behalf at the Meeting of the Company to be held at 10 Ang Mo Kio Street 65 #06-10, Singapore 569059 on 29
April 2010 at 3 p-m and at any adjournmcnt thereof. I/We direct my/our proxy/proxics to vote for or against the Resolutions proposcd at the Mccting
as indicated hereunder. If no specific direction as to voting is given or in the event of any other matter arising at the Mecting and at any adjournment
thereof, the proxy/ proxics will vote or abstain from voting at his/her discretion. The authority herein includes the right to demand or to join in dcmanding

apolland to vote ona poll.

(Please indicate your vote “For” or “Against” with a tick [/] within the box provided.)

No. Resolutions rclating to:

For Against

1 Directors’ Report and Audited Accounts for the financial year ended 31 December 2009

December 2009

2 Payment ofproposcd one-ticr tax exempt final dividend of $$0.01 per share for financial year ended 31

Re-clection of Hee Thcng Fongas a Director

B S

Re-election ofKong Tai as a Director

Approval of Directors’ fees amounting to $$161,000

Re-appointment of Messrs Deloitee & Touche LLP as Auditors

Authority to issue new shares

Authority to issue new shares other than on a pro-rata basis at a discount of not more than 20%

o oo [ ] [N IRV,

Authority to issuc shares under the Sinomem Employces” Share Oprtion Scheme

10 | Renewal of share buyback mandate

Dated this

day of 2010

Signature of Shareholder(s)
or, Common Seal of Corporate Shareholder

Total number of Shares in: No. of Shares

(a) CDP Register
(b) Register of Members
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Notes:

o

-

Pleasc insert the total number of Shares held by you. lfyou have Shares entered against your name in the Dcpositoly chistcr (as defined in Section 130A of the Comp:mics
Act, Chapttr 50 of Singaporc), you should insert that number of Shares. Ifyou have Shares rcgistcrcd in your name in the chistcr of Members, you should insert that
number of Shares. Ifyou have Shares entered against your name in the Dcpository chistcr and Shares rcgistcrcd in your name in the Rtgistcr of Members, you should insert
the aggregate number of Shares entered against your name in the Dcposimry chi.\tcr and 1'cgistcrcd in your name in the chistcr of Members. If no number is inserted, the

instrument app()in(mg a pr()xy or pr()xics Sh‘dll bC dccmcd to I”Cl‘dt(: to Zl“ thC Sharcs I\Cld by )/()Ll.

A an]bCl" ()f(l"l(: C()mpany cntitlcd to attcnd and votcata mccting ()ftl’l(.’ C()mpany is cntltlcd to appoint not morc than wo Pl"()XiCS to (ltti.’ﬂd and vote in his/hcr StCZld. A

pr()xy ﬂCCd not bC a mcmbcr ()ftl’l(.’ C()mpany.

\\(/hcrc a mcmbcr appoints two pr()xics, thC appomtmcnts Sh‘dll bL’ invalid UﬂlCSS hC/ShC SPCCifiCS thC Pr()P()l'[l()l\ (){ his/hcr Sh;ll"th()ldiﬂg (CXPYCSSCd as a Pcrccntagc ()ffl’lt

\’\’ll()l(ﬁ) to bC rcprcscntcd bV cach Proxy.

(,()mplctl()n and return ()f [l"llS instrument appomtmg a pr()xy shall not prccludc a mcmbcr fl'()l“ attcndmg and V()Uﬂg at thC Mcctmg. Aﬂy (lPP()an"ﬂCllt ()f a Pr()X)’ or Pr()XlCS
Sl’lall bC dccmcd to bC rCV()l{L’d lf}l mcmbcr attcnds [l"lC mccting in pcrson, (llld mn SUCh cvene, tllC C()mpany reserves [l’lC right to rcfusc to admi( any PCl"S()ﬂ or pcrsons app()intcd

undcr (l’lC instrument ()fpl'()X)" to thC Mccting.

The instrument appointing a proxy or proxies must be dcpositcd atthe rcgistcrcd office of the Company ac 10 Ang Mo Kio Street 65 #06-10, Smgaporc 569059 not less than

48 hours before the time appointcd for the Mccting.

The instrument appointing a proxy or proxies must be under the hand of the appointor or ot his atrorney duly authorised in writing, Where the instrument appointing a proxy
) diae)) e
or proxics is exccuted by a corporation, it must be exccuted cither under its seal or under the hand of an officer or atrorney duly authorised. Where the instrument appointing

a Pl'()Xy or Pl"()XiCS is CXCCU[Cd bV an Jtmmcy on bcha[f (thhc ﬂpp()il\t()l’, tllC lCttCl' or P()\\’Cr ofatt()rncy ora Cll[ly CLTtiﬁL’d C()Py tllCl‘C()fﬂ\USt bC l()dg(ﬁd \\'itl’l [l"lC instrument.

A corporation which is a member may authorise by resolution of its directors or other governing ]:v()dy such person as it thinks fit to act as its representative at the Mccting,

in accordance with Section 179 of the Companics Act, Clmptcr 50 ()fsingaporc.

General:

The Comp:{ny shall be entitled to reject the instrument appointing a proxy or proxies ifitis incomplctu, impropcrly complctcd or illcgiblc, orwhere the true intentions of the appointor

arc not asccrtamab[c ﬁ'()ll\ thC instructions ()fthC app()intor SPCCiﬁCd in thC instrument appoin(ing a proxy or pl"()XlCS. Iﬂ additl()ﬂ, in [l"lC casc ()fsharcs cntcrcd mn [l"lC Dcpo.\ltory

chi.\tcr, the Company may reject any instrument appointing a proxy or proxies lodgcd if the member, bcing the appointor, is not shown to have Shares entered against his name in

the Dcpositol’y Register as at 48 hours before the time appointtd for holding the Meeting, as certified by The Central Dcpository (Pte) Limited ro the Company.
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