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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

CHAIRMAN'S STATEMENT

Dear all Shareholders,

On behalf of the board of directors, | hereby present the annual report
of Vitop Bioenergy Holdings Limited for the year ended 30 June 2009.

OPERATION REVIEW

The Group endeavoured to pursue business optimization and
development during the year under review. With the backdrop of the
global economic crisis, persistent gloom of China’s healthcare industry
and keener competition from the rivals as well as facing with our ageing
products and unfashionable marketing mode, we identified it “a year of
optimization, innovation and development”. Innovation was sought
through optimization of business and so was a sustained development
through innovation in return. During the year, we properly adjusted the
composition of our senior management and their duties and functions
and streamlined those operations which were recently not profitable
accordingly. Our innovation was promoted in two directions. Firstly, the
innovation from the meeting marketing of bio-business which was
supported by: (i) strengthening and expediting the R&D and launching
the “household water electronic” products to market with enhanced
product competitiveness, and (ii) strengthening the R&D of new
Bioenergy products and launching the innovative marketing programs,
resulting in catalytic revival of the Bioenergy operation. Secondly, we
made best efforts to boost the new network marketing campaigns such
as direct marketing. Under such circumstances, the Group recorded a
revenue of approximately HK$88.06 million, representing a decrease
of approximately 20.77% as compared with the previous year, and its
losses decreased approximately by HK$3.73 million or approximately
37.18% over last year, mainly resulting from the stringent control on
costs and expenses, particularly the reduction in unnecessary
expenditure. The Group’s gross profit margin for the year was
approximately 40.67%, representing a drop from last year. The gross
profit margin from multi-functional water generators accounting for
approximately 62.66% of the total sales was further declined to 38.0%,
and that healthcare food products also fell by 0.85%, compared with
45.03% of last year. The decline in gross profit margin was mainly due
to the launching of a series of premium sales and promotion activities
by the Company in response to the market penetration by the
competitors and in view of arousing the consumption needs of
customers.
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CHAIRMAN'S STATEMENT

BUSINESS PROSPECT

Despite of the abovesaid unfavourable situation, the Group made its
every effort to ensure a steady stream of revenue. They included: (i)
Brand consolidation and promotion: capitalising from the opportunity
of the Beijing Olympic Games of last year and the strategic co-operation
with the Training Bureau of the National General Administration of Sport,
the launch of our strategic marketing campaigns known as “Beijing
Olympics Tour” last year became an impressed success. During the
year, the Group further organized a series of activities like “Hometown
Zhuhai Tour” and “Caring Sichuan Visit”, etc., which upgraded our brand
images and enhanced customers’ loyalty as well as sales and
distribution; (ii) Campaigns of exchange: to cope with the state policy
of encouraging the concept of “exchanging new with old” for boosting
the domestic demand, the Group newly kicked off the campaigns of
exchange in respect of the products of the “household water electronic”
and “Bioenergy”. The outcome was satisfactory as expected; and (iii)
Trial points for innovative marketing: focusing on product and market
innovation, the Group actively launched trial innovative marketing
programs for the “household water electronic” and the “household
purification” products in Zhuhai and trial innovative direct marketing for
the new network in Guangzhou. The Group is confident that, under the
competent leadership of the board of directors, with the dedication of
all our staff and the efforts put in products innovation and the marketing
trial points of the “household water electronic” and “Bioenergy”, the
new marketing mode will be successfully launched and more consumer
groups will be explored during the coming year on the basis of the
existing “meeting marketing” mode and networks. Accordingly, the
Group further pledges it will step into a new phase of growth next year
with a promising turnaround in the revenue and operating profit.

APPRECIATION

As the joint chairman of the board of directors, | would like to express
my sincere gratitude to our shareholders, customers, suppliers and
business partners for their full understanding and support during the
hard-time. The Group’s steady growth in the healthcare industry of the
PRC over the past 17 years has relied on the efforts and contributions
of all our staff and partners. | believe, with these supports, know-how
and experience built up over these 17 years, brand advantages and
the dedication of all our shareholders and staff, the Group will keep
abreast with the time and enjoy the next breakthrough and success.

Han Xiaoyue
Joint Chairman

Hong Kong, 30 October 2009
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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

MANAGEMENT DISCUSSION AND
ANALYSIS

FINANCIAL REVIEW

For the year ended 30 June 2009, the Group’s revenue amounted to
approximately HK$88.06 million, representing a decrease of 20.77%
as compared to approximately HK$111.14 million for the year ended
30 June 2008.

The gross profit margin for the year ended 30 June 2009 was 40.67%
as compared to 44.25% for last year as a result of rising raw material
costs.

Net loss attributable to shareholders was approximately HK$6.44 million
for the year compared with a net loss attributable to shareholders of
approximately HK$10.23 million for last year. The decrease of net loss
attributable to shareholders of HK$3.79 million is mainly resulting from
the stringent control on costs and expenses particularly the reduction
in unnecessary expenses.

PLEDGE OF ASSETS AND
INVESTMENTS

As at 30 June 2009, the Group’s gearing ratio, measured on the basis
of total borrowings as a percentage of total equity attributable to the
shareholders of the Company, was approximately 3.85% (2008:
approximately 5.86%), of which the bank loans of HK$2.50 million (2008:
approximately HK$3.27 million) were secured by a pledge of our financial
assets designated at fair value through profit or loss of HK$0.59 million
and pledged bank deposit of HK$20,000 (2008: financial assets
designated at fair value through profit or loss of HK$2.16 million and
pledged bank deposit of HK$20,000) and supported by a corporate
guarantee executed by the Company.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2009, the Group employed a total of 187 (2008: 239)
employees, of which 180 were deployed in the PRC (2008: 233) and 7
(2008: 6) were deployed in Hong Kong. The total salaries (excluding
directors’ emoluments) for the year were approximately HK$19.73
million (2008: approximately HK$29.44 million). Remuneration packages
comprised salary, mandatory provident fund, bonus, medical allowance
and share options.
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MANAGEMENT DISCUSSION AND
ANALYSIS

FOREIGN EXCHANGE RISK AND
MANAGEMENT

The majority of the Group’s operations are located in the PRC, and the
main operational currencies are Hong Kong Dollars and Renminbi. The
Company is paying regular and active attention to Renminbi exchange
rate fluctuation and consistently assess exchange risks.

LIQUIDITY AND FINANCIAL RESOURCE

The Group finances its operations with internally generated cash flows,
banking facilities, and proceeds from the new share placements.

As at 30 June 2009, the Group had aggregate available banking facilities
of HK$5.00 million (2008: HK$5.00 million), of which approximately
HK$2.50 million (2008: approximately HK$3.27 million) was utilized and
subject to floating market rates. The Group’s cash and bank balance
at that date amounted to approximately HK$23.29 million (2008:
approximately HK$10.20 million), which was denominated in mainly
Hong Kong dollars, and Renminbi. This together with unutilized banking
facilities will enable the Group to finance its operational needs.

As at 30 June 2009, the Group’s current ratio and quick ratio were
approximately 2.54 (2008: approximately 1.95) and approximately 1.94
(2008: approximately 1.33) respectively.

As at 30 June 2009, the Group had total bank borrowing of HK$2.50
million (2008: approximately HK$3.27 million).

CONTINGENT LIABILITIES

The Group’s bank loan facility amounting to HK$5.0 million (2008:
HK$5.0 million) is supported by a corporate guarantee executed by
the Company.

Save as disclosed above and that in the note 30 to the financial
statements, neither the Group nor the Company had any significant
contingent liabilities at the balance sheet date.
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ALYSIS

OUTLOOK AND PROSPECT

Given the unsatisfactory result in our remedial measures taken in the
prior year, the Group will continue its efforts in strengthening its
management capability by providing intensive training, focusing, in
particular, on nurturing an efficient management team for further
development. The deteriorating economy becomes the motivation of
the management of the Group who will, at their best effort, maintain a
small but encourage growth for the coming year. High quality products
with reasonable price and after sale service are what our customers
are looking for at this time. Our Group has, at all time, possessed the
above technique and attitude, which help us to overcome the challenge
in the coming year.
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REPORT OF THE DIRECTORS

REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements
of Vitop Bioenergy Holdings Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) for the year ended
30 June 2009.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of its subsidiaries are manufacturing and trading of multi-
functional water generators, BlOenergy products, healthcare food
products and other healthcare products in the People’s Republic of
China, excluding Hong Kong and Macau.

RESULT AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2009 and the
state of affairs of the Group and the Company as at that date are set
out in the financial statements on pages 31 to 115.

The directors do not recommend the payment of a final dividend to
shareholders of the Company for the years ended 30 June 2009 and
2008 respectively.

SUMMARY OF FINANCIAL
INFORMATION

A summary of the published results and the assets, liabilities and minority
interests of the Group for the last five financial years is set out on page
116. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the Group’s property, plant and equipment
during the year are set out in note 15 to the financial statements.

INTANGIBLE ASSETS

Details of the movement in the Group’s intangible assets during the
year is set out in note 16 to the financial statements.
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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

REPORT OF THE DIRECTORS

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital and share
options during the year, together with the reasons therefore, are set
out in notes 26 and 27 to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would oblige
the Company to offer new shares on a pro rata basis to existing
shareholders.

PURCHASE, SALE OR REDEMPTION OF
LIST SECURITIES OF THE COMPANY

During the year, there were no purchases, sales or redemptions by the
Company, or any of its subsidiaries, of the Company’s listed securities.

RESERVES

Details of the movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of changes in
equity and note 28 to the financial statements, respectively.

DISTRIBUTABLE RESERVES

As at 30 June 2009, the Company’s reserve available for distribution,
calculated in accordance with the Companies Law, Cap.22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands, amounted
to approximately HK$39.37 million. This includes the Company’s share
premium account, in the capital amount of approximately HK$75.21
million as at 30 June 2009, which may be distributed provided that
immediately following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business. The share
premium account may also be distributed in the form of fully paid bonus
shares.

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the percentage of sales to the Group’s
five largest customers accounted for approximately 24.75% of the
Group’s total sales for the year and sales to the largest customer
included therein amounted to approximately 9.33%. Purchases from
the Group’s five largest suppliers accounted for approximately 59.28%
of the total purchases for the year and purchases from the largest
supplier included therein amounted to approximately 30.57%.
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REPORT OF THE DIRECTORS

To the best knowledge of the directors, neither the directors, their
associates, nor any shareholders who owned more than 5.0% of the
Company’s issued share capital, had any beneficial interest in the
Group’s five largest customers and/or five largest suppliers during the
year.

DIRECTORS

The directors of the Company during the year and up to the date of
this report were as follows:

EXECUTIVE DIRECTORS

Mr. Han Qingyun (Chairman)

Dr. Han Xiaoyue (Joint Chairman)
Dr. Chen Henglong

Ms. Guo Yanni

Mr. Long Mingfei

Mr. Zhang He

Mr. Xu Nianchun

NON-EXECUTIVE DIRECTOR
Mr. Chan Yuk Tong

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Li Xinzhong
Mr. Zhang Wen
Ms. Zhu Jinghua

In accordance with article 87(1) of the articles of association of the
Company, Dr. Han Xiaoyue, Dr. Chen Henglong, Mr. Zhang He and
Mr. Chan Yuk Tong will retire by rotation at the forthcoming annual
general meeting of the Company. Dr. Han Xiaoyue, Dr. Chen Henglong,
Mr. Zhang He and Mr. Chan Yuk Tong, being eligible, will offer themselves
for re-election at the meeting.
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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

REPORT OF THE DIRECTORS

DIRECTORS’ AND SENIOR
MANAGEMENT’S BROGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 17 to 22 of the annual
report.

DIRECTORS’ SERVICE CONTRACTS

Each of. Mr. Han Qingyun, Dr. Han Xiaoyue, Dr. Chen Henglong,
Ms. Guo Yanni, Mr. Long Mingfei, Mr. Li Xinzhong, Mr. Xu Nianchun,
Mr. Zhang Wen and Ms. Zhu Jinghua, has not entered into a director’s
service agreement with the Company. They are not appointed for a
specific term but are subject to retirement by rotation and re-election
at the annual general meetings of the Company in accordance with the
articles of association of the Company. Either the Company or they
may terminate the appointment by giving at least three months’ notice
in writing.

Save as disclosed above, no director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company, which is not determinable by the Company within one year
without payment of compensation (other than statutory compensation).

DIRECTORS’ INTEREST CONTRACTS

Save as disclosed in note 31 to the financial statements under the
heading “Related Party Transactions”, there were no other contracts of
significance to which the Company or any of its subsidiaries was a
party and in which a director of the Company had a material interests,
whether or any directly or indirectly subsisting at the end of the year or
at any time during the year.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTEREST AND SHORT
POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2009, the interests and short positions of the directors
of the Company in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFQ”)) as recorded in the register required to
be kept under section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”), were as follows:

LONG POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

EREHREE

i
By

\I

P

BEREG . BN RE
EENER

ZENFARNA=ZTH  ARABRESZERAR
Tiﬁﬂffﬁ BB (FRE REBEDIFEST1EE
ERHEEED ([FHFREEEN]) EXVER) &
By - MR REEZED  BERBEESFR
B EEPIZE352E A T EME MR8
BRMAR  SBELFTAESETESFR
SREESFR| (TEESFA) BBBMARRLE
BHARZARRE ([BAPT]) MRz K%
BT

RARB R RABBERKRG TR

Number of
underlying
shares held Approximate
Number of pursuant to Aggregate percentage
Name of directors Capacity shares held share options interest of interest
RBEERE
BEN EEBD
EspnE 56 iR 8B HER M & B BiEs Batt
Han Qingyun Interest of controlled 200,000,000 - 200,000,000 22.66%
corporation (note 1)
BEE REEEE R S GEaD)
Han Xiaoyue Interest of controlled 3,805,112 5,584,000 9,389,112 1.06%
corporation (note 2)
PR NE 1A E R S (P 7E2)
Chen Henglong Beneficial owner 52,200,000 6,584,000 58,784,000 6.66%
FR1E3E BEREEA
Zhang He Beneficial owner - 6,584,000 6,584,000 0.75%
oAl ER#EEA
Chan Yuk Tong Beneficial owner - 4,250,000 4,250,000 0.48%
BRE F EmEAA
note 1: B FET -

181,843,836 shares held by Wide Cosmos International Holdings Co Ltd which
is beneficially owned by Mr. Han Qingyun. Mr. Han Qingyun also personally
holds 18,156,164 shares in the Company.

note 2:

These 3,805,112 shares are owned by Portton Investments Limited (“Portton”),
the issued share capital of which is beneficially owned by Dr. Han Xiaoyue (the
joint-chairman of the Company) and Mr. Wang Jiandong as to 66.67% and
38.33% respectively. Each of Dr. Han Xiaoyue and Mr. Wang Jiandong are
deemed to be interested in these 3,805,112 shares under Part XV of the SFO.
Portton is wholly owned by Power Field International Limited.

181,843,836% % 17 i1 87 B = 5F 4= B # #E B 1O Wide
Cosmos International Holdings Co Ltd#4& ° 4

BEZEABANTEARRA8,156,1648% 8% ©
BisE2 -

% %3,805,1120% % 15 Jh B Portton Investments
Limited ( FPorttonJ YA - Portton 2 31T IR AN ﬁ? 5
BELT (ARRBEERE) RITRREES I EME
*ﬁ66.67%)§233.33% BIEF 5 KB IRAEXV
B OREREIRIERAEUERAEERZSE
3,805,112 & 17 A9 #E 25 » Porttonfi Power Field
International Limited® & A °
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Save as disclosed above, as at 30 June 2009, none of the directors of
the Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) which were
recorded in the register required to be kept under section 352 of the
SFO, or otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ REMUNERATION

The directors’ fee is subject to shareholders’ approval at general
meeting. Other emoluments are determined by the Company’s board
of directors or its remuneration committee with reference to directors’
duties, responsibilities and performance and the results of the Group.

DIRECTORS’ RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in the share option scheme disclosures in note 27 to
the financial statements, at no time during the year was the Company
or any of its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the acquisition
of shares in, or debt securities including debentures of, the Company
or any other body corporate and none of the directors or their spouses
or children under the age of 18 had any right to subscribe for securities
of the Company, or had exercised any such right during the year.

SHARE OPTION SCHEME

Details of the share option scheme are set out in note 27 to the financial
statements.

INTEREST AND SHORT POSITION OF
SUBSTANTIAL SHAREHOLDRES/OTHER
PERSONS RECORDED IN THE
REGISTER KEPT UNDER SECTION 336
OF THE SFO

As at 30 June 2009, so far as the directors of the Company are aware
of and having made due enquires, the interests and short positions of
the substantial shareholders/persons (other than the directors of the
Company) in the shares and underlying shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO were as follows:
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REPORT OF THE DIRECTORS

LONG POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

A 2 AT PR 7
“ETAEER

EREHREE

RARBRD RBBERKRG TR

Number of
underlying
shares held Approximate
Number of pursuant to Aggregate percentage
Name Capacity shares held share options interest of interest
RBERE
BEN EEBN
#E 14 FriERBEE HERGEE Mg Bt
Wide Cosmos Beneficial owner 181,843,836 - 181,843,836 20.60%
International Holdings (note 1)
Co Ltd Emma A )
Wang Jing Beneficial owner 66,800,000 - 66,800,000 7.57%
TiE EmEEA
Chen Henglong Beneficial owner 52,200,000 6,584,000 58,784,000 6.66%
(note 2)
EE EmEE A (52
Sae-lao Rakchanok Beneficial owner 48,902,949 2,000,000 50,902,949 5.77%
B3R E=EA A
note 1: MIFET -

Wide Cosmos International Holdings Co Ltd is beneficially owned by Mr. Han
Qingyun, the chairman of the Company.

note 2:

Dr. Chen Henlong is the executive director of the Company.

Save as disclosed above, as at 30 June 2009, no person, other than
the directors of the Company whose interests are set out in the section
“Directors’ interests and short positions in shares, underlying shares
and debentures” above, had an interest or a short position in the shares
or underlying shares of the Company as recorded in the register required
to be kept by the Company under section 336 of the SFO.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

During the year and up to the date of this report, none of the directors
of the Company is interested in any business apart from the Group’s
business, which competes or is likely to compete, either directly of
indirectly, with the business of the Group.

Wide Cosmos International Holdings Co Ltd FR A2
RAEREEELFEERES

B2 -
BRIEREELTARATRITES -

BREXFREEIN RZTZAFRA=1
B SiEEAAL (A EXESHEN - A
Bl MEH 2 R NORR | — B R A A
RAEBFRIN RAR B KABRERD F %A
LB GRPIFEIB6IEA T FENE A
FCERME R SRR ©

EERGFRBPINESR

FARBEAREBHL REASEXKE
Bz ARREFRNEARKEEREEX
M R A 5 3 S F] BE R AR B T eV (R A5 P
BHEAEER -
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PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the directors of the Company, as at the date of
this report, there is sufficient public float of not less than 25% of the
Company’s issued shares as required under the Listing Rules.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of its independent non-executive
director the annual confirmation of his/her independence pursuant to
rule 3.13 of the Listing Rules. The Company, based on such
confirmation, considers that the three independent non-executive
directors of the Company are independent as at the date of this annual
report.

INDEPENDENT AUDITORS

The Company’s auditors, PAN-CHINA (H.K.) CPA LIMITED (formerly
practiced under the name of NCN CPA LIMITED), who retire and, being
eligible, offer themselves for re-appointment. A resolution for the re-
appointment of PAN-CHINA (H.K.) CPA LIMITED as the company’s
auditors will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Han Xiaoyue
Joint Chairman

Hong Kong, 30 October 2009
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BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Han Qingyun (8 E £), aged 50, is an executive director and
chairman of the Company. Mr Han joined the Group in April 2008.
Mr. Han graduated from the Chinese Academy of Social Sciences in
1998. Mr. Han Qingyun is a highly successful entrepreneur in the PRC
and has substantial experience in enterprise operations and
management. He currently also acts as the chairman of Guangdong
Bo Ao Hong Ji Investment Company Limited. Previous to this, he was
the chairman of his own founded Tai Gu Real Estate Development
Company Limited and responsible for the operation of that company
for years.

Dr. Han Xiaoyue (¥2# 8), aged 47, is an executive director and joint
chairman of the Company. Dr. Han joined the Group in April 2007.
Dr. Han holds a Bachelor Degree of Computer Science from Tsinghua
University, Beijing and a PhD in Finance from the University of Texas,
the United States. He has over 18 years’ of experience in investment
banking and has worked for multi-national securities firms such as Merrill
Lynch and Societe Generale. He has involved actively in large-scale
investment projects in the PRC and has rich experience in investment
management. Dr. Han had been appointed as an executive director
and the chief executive officer of Sino Gas Group Limited, a company
listed on the Stock Exchange. He is well-versed with the operation and
management of the listed company.

Dr. Chen Henglong (FR1EE), aged 44, is an executive director of the
Company and chief executive officer of the Group. Dr. Chen joined the
Group in May 2007. Dr. Chen graduated from the University of Delaware
in the United States in 1994 and obtained a PhD in Biochemistry.
Afterwards, Dr. Chen worked in Dupont and Imperial Chemical Industries
in the areas of bio-pharmaceutical research and development. Dr. Chen
had also founded and successfully operated MNC Pharmaceutical
Group for ten years and had accumulated profuse experience in
corporate governance, market strategy and sales and research and
development of new products. In 2006, Dr. Chen was invited to join
the Science Academy of China as visiting scientist researcher and was
mainly engaged in market strategy and sales in relation to, among
others, environmental protection and biopharmaceutical projects.

Ms. Guo Yanni (Z8#&3E), aged 40, is an executive director of the
Company. Ms. Guo joined the Group in April 2008. Ms. Guo graduated
from the Zhanjiang Ocean University and majoring in finance and
accounting. Ms. Guo has years of experience in financial and accounting
and financial management. She acted as the treasurer in the finance
department of the Huazhou City Agricultural, Industrial and Commercial
Supply Company, and acted as the financial controller of the finance
department the Guangzhou Yayuan Real Estates Company Limited for
years.
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SENIOR MANAGEMENT

Mr. Long Mingfei (3E B3 /), aged 37, is an executive director of the
Company. Mr. Long joined the Group in April 2008. Mr. Long graduated
from Industrial and Civil Construction Department of South China
University of Technology in 1994 and is an intermediate engineer.
Mr. Long has years of experience in corporate management. He has
been the manager of cost management department in Guang Dong
Yitao Group Co., Ltd. and became the manager of investment
department in Guang Dong Yitao Group Co., Ltd. since 2008.

Mr. Xu Nianchun (&%), aged 64, is an executive director of the
Company. Mr. Xu joined the Group in April 2008. Mr. Xu graduated
from the Nanjing University of Chemical Technology and is a senior
engineer. He has engaged in the management of petroleum and
chemical systems for years and has substantial experience in
management. He acted as the general manager of Southern China
Supply Company of the Ministry of Chemical Industry and was awarded
for his substantial contributions by the State Council. He currently acts
as the deputy chairman of Shenzhen China Petroleum Tong Da
Company (& JI| R E AR A 7).

Mr. Zhang He (5& 1), aged 49, is an executive director of the Company.
Mr. Zhang joined the Group in May 2007. Mr. Zhang graduated from
Renmin University of China and obtained the Bachelor Degree of
Economics in 1982. After returning from Tokyo, where he worked as
an intern with Deloitte Tokyo for one year, he joined the China Everbright
Group. During the period of more than 13 years with the China Everbright
Group, he held the posts of finance manager, financial controller, and
deputy general manager in various group companies in the China
Everbright Group in Hong Kong and Mainland China and gained
extensive experience in large group enterprise management. From 2002
to 2005, Mr. Zhang was an executive director of Beijing Gaojin
Investment Consultant Ltd. and led consulting engagements in the area
of assisting companies in the People’s Republic of China getting listed
overseas. All of these posts further enhanced Mr. Zhang’s experience
in finance, tax, accounting management, company reorganization, and
overseas capital operations of foreign investment enterprises. Since
April 2006, Mr. Zhang has been an executive director of China Daye
Non-Ferrous Metals Mining Limited, a company listed on the Stock
Exchange.
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BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Mr. Chan Yuk Tong (B B 3£), aged 47, has been re-designed as a
non-executive director of the Company since February 2008. Mr. Chan
joined the Group in September 2005 and was previously an executive
director of the Company until February 2008. He holds a Bachelor’s
degree in Commerce from the University of Newcastle in Australia and
a Master’s degree in Business Administration from the Chinese University
of Hong Kong. He has more than 20 years of experience in auditing,
accounting, management consultancy and financial advisory services.
Mr. Chan is a practising fellow member of the Hong Kong Institute of
Certified Public Accountants and a member of CPA Australia. He is an
independent non-executive director of BYD Electronic (International)
Company Limited, Daisho Microline Holdings Limited, Global
Sweeteners Holdings Limited, Jia Sheng Holdings Limited (previously
“Carico Holdings Limited”), Kam Hing International Holdings Limited
and Sichuan Xinhua Winshare Chainstore Co., Ltd., the shares of these
companies are listed on the Main Board of The Stock Exchange of
Hong Kong Limited. Mr. Chan is an independent non-executive director
of Anhui Conch Cement Company Limited, the shares of which are
listed on the Shanghai Stock Exchange. He was appointed an executive
director of Asia Cassava Resources Holdings Limited on 2 July 2009
and an independent non-executive director of Ausnutria Dairy
Corporation Ltd on 19 September 2009, the shares of these companies
were listed on the Main Board of The Stock Exchange of Hong Kong
Limited on 23 March 2009 and 8 October 2009, respectively. He was
also an independent non-executive director of Luks Group (Vietnam
Holdings) Co. Limited (previously “Luks Industrial (Group) Limited”) and
China Pipe Group Limited (previously “World Trade Bun Kee Limited”),
listed companies in Hong Kong, during the period from 30 September
2004 to 1 December 2005 and from 1 January 2007 to 3 July 2007,
respectively.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Li Xinzhong (Z# ), aged 51, has been appointed as an
independent non-executive director of the Company since February
2008. After graduating from Nankai University in 1983 with a degree in
Economics, Mr. Li spent seven years working in the PRC as a lecturer,
part-time lawyer and the deputy general manager of a consulting firm
in Tianjian before receiving his LL.M. degree at the University of London
in 1991. Mr. Li joined Miramar Group as an advisor of China affairs in
1992 and then joined Peregrine Capital Limited in 1993 and became a
director in 1996. He spent two years with Alta Capital (H.K.) Limited as
an executive director before joining BNP Paribas Peregerine Capital
Limited in 2000 as an executive director. He joined Anglo Chinese
Corporate Finance Limited in 2003 as a director and then joined DBS
Asia Capital Limited as China Team Head of Mergers and Acquisitions
in June 2004 responsible for origination of China related corporate
finance transactions. He is currently a director and senior consultant of
shenzhen Sino-Source Investment Consulting Company. Mr. Li has over
16 years of experience in corporate finance.

Mr. Zhang Wen (& X), aged 41, has been appointed as an
independent non-executive director of the Company since April 2008.
Mr. Zhang graduated from the University of Hong Kong with a master
of business and administration and from the postgraduate class of the
postgraduate department of the Shenzhen University. From 2006 till
now, he has been the deputy general manager of New Smart Energy
Group Limited. Previous to this, he was the deputy president of China
Natural Oil And Gas Co., Ltd. and the managing director of Poliwell
International Limited for years and accumulated substantial experience
in corporate management.

Ms. Zhu Jinghua (58 #), aged 67, has been appointed as an
independent non-executive director of the Company since April 2008.
Ms. Zhu graduated from the Dongbei University of Finance and
Economics and became a senior accountant in October 1992. She
was approved as a chartered accountant by the Chinese Institute of
Certified Public Accountants in April 1994. She has worked for the
Ministry of Chemical Industry, holding positions of the deputy director
and the director of the production for outlet and supply and marketing
department of the Ministry of Chemical Industry, the deputy chief of
the Bureau of Economics of the Ministry of Chemical Industry, the chief
of the Bureau of Finance of the Ministry of Chemical Industry, the deputy
chief accountant of State Bureau of Petroleum and Chemical Industries.
She currently acts as the deputy president of China Petroleum and
Chemical Industry Association. From 2002 till now, she has acted as
an independent director of Guizhou Chitianhua Co., Ltd.
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BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

SENIOR MANAGEMENT

Ms. He Ruihong (5% 4L), aged 39, is the deputy general manager of
Vitop China. Ms. He joined the Group in July 1993 and is responsible
for the financial and management of the daily operation of the Group.
She graduated from the Department of Economics and Management
of Henan Polytechnic University (] B 3 T K £2) major in accounting
and auditing, with a Bachelor degree in Engineering in 1992 and
completed a postgraduate course in accounting in the School of
Management of Sun Yat-Sen University in 2003. She has over 16 years
of experience in financial management.

Mr. Liu Yisong (2| —#2), aged 65, is the general manager of Hefei
Vitop Meiling Environmental Technologies Co., Ltd (A B X F =R R
BB R E TR F) (“Vitop Meiling”), a subsidiary of the Company, and
is a director of a subsidiary of the Group. Mr. Liu joined the Group in
April 2004 and is responsible for the management of Vitop Meiling. He
graduated from the Department of Management Engineering of Hefei
university of Technology (& E L2 K £2) in 1984. Prior to Joining the
Group, he had over 21 years of experience in business management.

Dr. Lu Genxin (E#R ), aged 56, joined the Group in July 2007 as the
chief operating officer of Vitop Group. He is responsible for strategic
development, market operation and innovative projects of the Group.
He graduated from Wuhan University and Fudan University and is a
senior visiting scholar in University of Maryland, US and an economics
professor with Doctorate of Law degree. He held senior positions and
worked as an executive chairman in large-scale state-owned enterprises
in the PRC and has extensive experience in strategic planning,
investment, mergers and acquisitions, operation and marketing.

Mr. Xiao Chengzhi (H &), aged 38, joined the group in August
2005 as a deputy general manager of Vitop Bioenergy (China) Ltd. He
is responsible for overall marketing and coordination of the Company.
He graduated from Hubei University in 1992 and is an intermediate
economist. Before joining our Group in 2002, he has over 11 years of
experience in marketing and management.

Mr. Xing Heping (FB#13¥), aged 54, joined the Group in April 2007 as
the general manager of Vitop Bioenergy (China) Ltd. He is responsible
for the strategic planning, business development and overall
management of the Company. He obtained a Bachelor of Arts degree
and a Master’s degree in Economics from Wuhan University and
Huazhong Normal University and is a senior economist, a law professor
and an international arbitrator. He has held senior management positions
in well-known state-owned enterprises, foreign-invested enterprises and
large-scale private pharmaceutical companies and has extensive
experience in international trading, strategic planning and management
operations in pharmaceutical market.
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SENIOR MANAGEMENT

Mr. Yeung Man, Simon (##), aged 37, is the financial controller of
the Group. Mr. Yeung joined the Group in November 2004 and is
responsible for the financial and internal control of the Group. He
graduated from the University of Georgia, the United States of America
with a Bachelor degree in Accounting and a Bachelor degree in Finance
and Banking. Mr. Yeung is an associate member of the Hong Kong
Institute of Certified Public Accountants and a member of the American
Institute of Certified Public Accountants. Prior to joining the Group, he
worked in an international accounting firm. He has over 12 years of
experience in auditing, finance and accounting.
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CORPORATE GOVERNANCE
REPORT

CORPORATE GOVERANCE PRACTICES

The Company is committed to establishing and maintaining high
standards of corporate governance. The directors of the Company
believe that sound and reasonable corporate governance practices are
essential for the growth of the Group and for safeguarding and
maximizing shareholders’ interests.

During the year, the Company has applied the principles and complied
with the code provisions set out in the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 to the Listing Rules,
except for the deviations from code provisions A.1.1, A.4.1 and E.1.2
as stated and explained below.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers at set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code for securities transactions
by Directors. All members of the Boards have confirmed, following
specific enquiry by the Company, that they have complied with the
required standard as set out in the Model Code during the year.

BOARD OF DIRECTORS

The Board comprises eleven directors, of which seven are executive
directors; one is non-executive director and three are independent
non-executive directors. The members of the Board as at the date of
this annual report are as follows:

EXECUTIVE DIRECTORS

Mr. Han Qinyun (Chairman)

Dr. Han Xiaoyue (Joint Chairman)
Dr. Chen Henglong

Ms. Guo Yanni

Mr. Long Mingfei

Mr. Xu Xianchun

Mr. Zhang He
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NON-EXECUTIVE DIRECTOR
Mr. Chan Yuk Tong
INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Li Xinzhong
Mr. Zhang Wen
Ms. Zhu Jinghua

The Board assumes responsibility for leadership and control of the
Company and shall be collectively responsible for promoting the success
of the Company by directing and supervising the Company’s affairs.
The Board formulates overall strategies and policies of the Group and
monitors the performance and activities of the management. With
delegating authorities from the Board, the management of the Company
is responsible for the day-to-day operations of the Group under the
leadership of the Joint Chairman.

To the best knowledge of the Company, there is no financial, business,
family or other material/relevant relationships among members of the
Board and in particular, between the Chairman and the Joint Chairman.

Under code provision A.1.1 of the Code, at least four regular board
meetings should be held a year at approximately quarterly intervals
with active participation of a majority of directors of the Company, either
in person or through other electronic means of communication. As the
Company did not announce its quarterly results, two regular board
meetings were held during the year for reviewing and approving the
interim and annual financial performance of the Group. Board meetings
will be held on other occasions when board decisions are required.
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During the year, 5 full board meetings (including two regular board
meetings) were held and the individual attendance of each director at
the board meetings was as follows:

Directors Attendance
Executive directors

Mr. Han Qingyun (Chairman) 5/5
Dr. Han Xiaoyue (Joint Chairman) 5/5
Dr. Chen Henglong 5/5
Ms. Guo Yanni 5/5
Mr. Long Mingfei 5/5
Mr. Xu Nianchun 5/5
Mr. Zhang He 4/5
Non-executive director

Mr. Chan Yuk Tong 3/5
Independent non-executive directors

Mr. Li Xinzhong 2/2
Mr. Zhang Wen 2/2
Ms. Zhu Jinghua 2/2

For a regular board meeting, notice of at least fourteen days is given to
all directors of the Company, who are given an opportunity to include
matters in the agenda for discussion, and an agenda and accompanying
board papers are sent to all directors of the Company at least three
days before the intended date of a regular board meeting.

Minutes of board meetings and meetings of board committees are kept
by the secretary of the Company and are open for inspection at any
reasonable time on reasonable notice by any director of the Company.
Draft and final versions of minutes of board meetings are sent to all
directors of the Company for their comment and records respectively,
in both cases within a reasonable time after the board meeting is held.

Appropriate insurance cover has been arranged in respect of legal action
against the directors and officers of the Group.
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NON-EXECUTIVE DIRECTORS

Under code provision A.4.1 of the Code, non-executive directors should
be appointed for a specific term and be subject to re-election.

The three independent non-executive directors of the Company were
not appointed for a specific term, but are subject to retirement by
rotation and re-election at the annual general meetings of the Company
in accordance with the articles of association of the Company.

REMUNERATION OF DIRECTORS

The remuneration committee comprises three independent
non-executive directors of the Company, namely Ms. Zhu Jinghua (the
chairman of the committee), Mr. Li Xinzhong and Mr. Zhang Wen.

The role and function of the remuneration committee primarily include
reviewing, considering and approving proposals as well as making
recommendations to the Board on the Company’s policy and structure
relating to the remuneration of directors and senior management.

NOMINATION OF DIRECTORS
EXECUTIVE DIRECTORS

The Board is empowered under the articles of association of the
Company to appoint any person as a director of the Company either to
fill a casual vacancy or as an addition to the existing Board. No
nomination committee was established by the Company in view of the
small size of the Board. The Board as a whole is responsible for
considering the suitability of an individual to act as a director of the
Company, and approving and terminating the appointment of a director
of the Company.

The executive directors of the Company are responsible for selecting
and recommending suitable candidates for members of the Board based
on their characters, qualifications, experience and background, when
there is a vacancy or an additional director is considered necessary.
The recommendations of the executive directors are then put forward
for consideration by the Board.
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AUDITORS’ REMUNARATION

For the year ended 30 June 2009, the auditors of the Company would
receive approximately HK$0.47 million for statutory audit services.
Payments for other services of approximately HK$30,000 in total to
the auditors were made during the year. No payments for consultancy
services to the auditors were made during the year.

AUDIT COMMITTEE

The audit committee of the Company was established on 18 January
2002 with written terms of reference which were revised on 21 March
2005 in compliance with the code provision C.3.3 of the Code. The
audit committee comprises three independent non-executive directors
of the Company, namely Ms. Zhu Jinghua (chairman of the committee),
Mr. Li Xinzhong and Mr. Zhang Wen. Ms. Zhu Jinghua possesses
appropriate professional accounting qualifications and related financial
management expertise as required under rule 3.10(2) of the Listing
Rules.

The primary duties of the audit committee include the review and
supervision of the financial reporting process and internal control
system, and the review of the interim and annual reports of the Group.

During the year, two meetings were held by the audit committee to
review the annual report of the Group for the year ended 30 June 2009
and the interim report of the Group for the six months ended
31 December 2008 before submission to the Board for approval, and
to provide advice and comments thereon to the Board. The individual
attendance of each member at the audit committee meetings was as
follows:

Members Attendance
Ms. Zhu Jinghua 2/2
Mr. Li Xinzhong 2/2
Mr. Zhang Wen 2/2

DIRECTORS’ AND AUDITORS’
RESPONSIBITIES ON THE ACCOUNTS

The directors of the Company acknowledge their responsibility for
preparing the accounts of the Group for the year ended 30 June 2009.

The statement by Messrs. PAN-CHINA (H.K.) CPA Limited, the existing
external auditors of the Company, about their reporting responsibilities
on the accounts of the Group is set out in the Report of the Auditors on
pages 29 and 30.
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As at 30 June 2009, the directors of the Company confirm that, to the
best of their knowledge, information and belief, having made all
reasonable enquiries, they are not aware of any material uncertainties
relating to events or conditions that may cast significant doubt upon
the Company’s ability to continue as a going concern. Accordingly, the
directors of the Company have prepared the accounts of the Group on
a going concern basis.

INTERNAL CONTROL

The Board has the responsibility to ensure that the Company maintains
sound and effective internal controls to safeguard the shareholders’
investments and the Company’s assets. The internal control system is
designed to provide reasonable, but not absolute, assurance against
material misstatement or loss and the management rather than
elimination of risks associated with the business activities of the Group.

COMMUNICATION WITH
SHAREHOLDERS

The Board endeavours to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other
general meetings to communicate with shareholders and encourage
their participation.

The directors of the Company host the annual general meeting each
year to meet the shareholders and answer their enquiries.

Under code provision E.1.2 of the Code, the Chairman of the Board
should attend, and the chairmen of the audit and remuneration
committees should be available to answer questions at, the annual
general meeting of the Company.

The Chairman of the Board and the chairman of the audit committee
and remuneration committee were unable to attend the annual general
meeting of the Company held on 3 December 2008 in person, but the
Chairman of the Board has already delegated to one of the executive
directors of the Company to chair the meeting on his behalf and on
behalf of the chairman of the audit committee and the remuneration
committee.
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INDEPENDENT AUDITORS REPORT

To the members of Vitop Bioenergy Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements of Vitop Bioenergy Holdings
Limited (the “Company”) set out on pages 31 to 115, which comprise
the consolidated and company balance sheets as at 30 June 2009
and the consolidated income statement, the consolidated statement
of changes in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting policies and
other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements
based on our audit and to report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditors’ judgement, including the assessment
of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

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

OPINION

In our opinion, the financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at 30 June 2009
and of the Group’s loss and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

PAN-CHINA (H.K.) CPA Limited
20/F., Hong Kong Trade Centre,
161-167 Des Voeux Road,
Central, Hong Kong,

Hong Kong S.A.R., China

Hong Kong, 30 October 2009

Choi Man Chau, Michael
Practising Certificate Number PO1188
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KA A R A
—ETNFFR
P S
CONSOLIDATED INCOME E s R
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
2009 2008
—EENF —TENF
Notes HK$’000 HK$’000
Bt FHET T T
Revenue Uy &5 6 88,062 111,137
Cost of sales SHE AR (52,243) (61,962)
Gross profit E A 35,819 49,175
Other income HAth g A 7 9,182 3,379
Selling and distribution costs HE R D HKA (23,021) (22,125)
Administrative expenses THERER (24,622) (36,335)
Other operating expenses Hg =2 A (3,412) (2,963)
Loss from operating activities REEE 8 (6,054) (8,869)
Finance costs B W 9 (78) (159)
Loss on disposal of subsidiary HEMB A AEE - (328)
Loss before income tax expense B FTSHiBI X AIE 18 (6,132) (9,356)
Income tax expense FrieHiAx< 10 (172) (679)
Loss for the year KEEEE (6,304) (10,035)
Attributable to: THALFEL:
Equity holders of the Company RAEERRTFBA 11 (6,440) (10,225)
Minority interests DENT R S 136 190
Loss for the year REEEE (6,304) (10,035)
Dividends %2 12 - =
Loss per share attributable to FRAXRAQFE
equity holders of the Company  ##&H AE{L
during the year BREE 13
Basic BN HK(0.77) cents #&{l  HK(1.40) cents /&1l
Diluted e N/A ~EH N/A 38 A
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B VT LR

FEAFAA=TH

2009 2008
—EThE —EENEF
Notes HK$’000 HK$’000
B = FHET FETT
ASSETS AND LIABILITIES EEREE
Non-current assets FRBEE
Property, plant and equipment M BB NRE 15 4,939 6,568
Intangible assets | EE 16 932 2,397
Financial assets designated FEERBEAFENU
at fair value through a1 ok B 18 51 BR
profit or loss BB 75 A 18 591 2,162
Available-for-sale investments At SR E 19 21,700 21,700
Pledged bank deposit BEHEFRITERK 22 20 20
28,182 32,847
Current assets REBEE
Inventories BE 20 14,950 16,398
Trade receivables B 5 e WER R 21 1,593 4,342
Deposits, prepayments and other A&~ FENFIE K
receivables H A FE UL BR X 24,818 20,319
Cash and bank balances Be NBITERF 22 23,291 10,196
64,652 51,255
Current liabilities REBEE
Trade payables 5 R 23 3,662 5,550
Accrued liabilities st E
and other payables Ko 5 Ath & ST BR 5K 9,439 8,436
Deposits received BT & 8,926 8,975
Obligation under finance lease BMEMEEZRE
— current portion —mENE D 24 79 =
Interest-bearing bank loans STEIRTTER 25 2,500 3,265
Provision for income tax TS fi 1 870 66
25,476 26,292
Net current assets RBEEFRE 39,176 24,963
Total assets EEH#E
less current liabilities AR E S E 67,358 57,810
Non-current liability FRBEE
Obligation under finance lease BMEREZET
— non-current portion —ERBEB D 24 147 =
Net assets EEFE 67,211 57,810
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As at 30 June 2009

i U

TENFANA=Z+H

N

2009 2008
—EEhE —EENF
Notes HK$’000 HK$’000
B 5 FET TFAT
EQUITY e
Equity attributable RATERFEA
to equity holders AL fE =
of the Company
Share capital % 7R 26 22,070 18,392
Reserves (g 28 42,906 37,319
64,976 55,711
Minority interests DPEBRRER 2,235 2,099
Total equity R 67,211 57,810

Han Xiaoyue
Director
HER

EFE

Guo Yanni
Director
SR e
EFE
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BALANCE SHEET HREAMER

As at 30 June 2009 RZZEZNFNA=+H
2009 2008
—EEhF —EENEF
Notes HK$’000 HK$’000
B = FHET F&TT
ASSETS AND LIABILITIES EERERE
Non-current assets FERBEE
Interests in subsidiaries N IEPNEIPA 17 29,691 29,691
Available-for-sale investments At SR E 19 21,700 21,700
51,391 51,391
Current assets REBEE
Amounts due from subsidiaries JiE U B B A B R I8 17 19,056 7,928
Deposits, prepayments and other A& FENFRIE R
receivables H th i I BR X 1,153 319
Cash and bank balances BHE NBITERF 22 26 26
20,235 8,273
Current liabilities REBEE
Amounts due to subsidiaries FEST B B R R 3R 17 10,191 7,999
Accrued liabilities EETRE
and other payables Ko Ath S BR 3R 579 2,180
10,770 10,179
Net current assets/(liabilites) RBEE(AfE) FE 9,465 (1,906)
Net assets BEEZRE 60,856 49,485
EQUITY =
Share capital B 26 22,070 18,392
Reserves fEE 28 38,786 31,093
Total equity MRS 60,856 49,485
Han Xiaoyue Guo Yanni
Director Director
EEEE SR e
- E
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—ETNFFR
CONSOLIDATED CASH FLOW HEaBleinEE
STATEMENT
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
2009 2008
—EENF —ET)N\F
HK$°000 HK$’000
FHET T T
Cash flows from rE K
operating activities ZEESRE
Loss before income tax expense MATB A RIER (6,132) (9,356)
Adjustments for: BAEH T3 FA%
Interest income A EWA (234) (1,348)
Depreciation e 3,273 3,834
Amortisation g 1,465 1,514
(Gain)/Loss on disposal of LEWE  BEK
property, plant and equipment FefEz () EBE (75) 407
Loss on disposal of subsidiary HEHTE AR EE - 328
Impairment loss on trade H 5 e W AR =X
receivables 2 EEE - 567
Reversal of impairment loss on BEFEREEE
inventories (3,533) =
Provision for obsolete and slow BRERGHTE
moving inventories s 17 311
Fair value loss on [BEsJunl i g
share option granted ZRNFEEE - 8,619
Dividend income from At SR E IR B A
available-for-sale investments (900) =
Provision for impairment loss on BERLAFEYERZ
financial assets designated S EERERE
at fair value 1,571 194
Finance costs B 78 159
Operating (loss)/profit RETEELESEF)
before working capital changes 2 &% (B518) /FE (4,470) 5,229
Decrease /(Increase) in inventories ~ fF &4 (3 40) 4,964 (3,949)
Decrease /(Increase) in 2 5 W AR
trade receivables A (38 0) 2,749 (2,683)
Increase in deposits, prepayments 5] & - BT FKIE
and other receivables Ko E Ath i Ui AR FRE N (3,599) (5,415)
Decrease in trade payables 5 R RFOR A (1,887) (867)
Increase/(Decrease) in accrued EETREREMER
liabilities and other payables BRFRIE 0, (Rt 2>) 1,826 (5,255)
(Decrease)/Increase in deposits BT O ) /1 hn
received (49) 319
Cash used in operations LEBHHAZEE (466) (12,621)
PRC corporate income taxes paid B REEMER (172) 679)
Interest paid B A (78) (159)
Net cash used in operating KEXEBEE A
activities ZIREFE (716) (13,459)
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CONSOLIDATED CASH FLOW FaBlEiER
STATEMENT

For the year ended 30 June 2009 HE_ZTNFAA=THILEE
2009 2008
—EEhE —ET)N\F
HK$°000 HK$’000
FET T T
Cash flows from RETHZ
investing activities BeRE
Purchase of property, plant and BEME  BEEZME
equipment (1,489) (1,247)
Proceeds from disposal of HEME - BEKEE
property, plant and equipment FriS E0IE 213 =
Decrease in time deposits with W s By R E 21 2R B R A
original maturity of more than =@AZEEFR
three months when acquired N - 8,034
Invest in available-for-sale RAHEERE
investment ZIRE - (21,700)
Interest received 2 A& 234 1,348
Net cash used in investing activites ZZ/EBEBA 2H €558 (1,042) (13,565)
Cash flows from A& EE
financing activities ZEESRE
New bank loans FTIBIRITE R - 2,500
Repayment of bank loans EEIRITER (765) (1,847)
Repayment of obligation under EEREHNEZER
finance leases (87) -
Net proceed from issued of BT EBER
ordinary shares Z TS R F R 14,735 13,000
Net cash generated from BEEBFTEE
financing activities & FE 13,883 13,653
Net increase/(decrease) incash BERBEEZEY
and cash equivalents #wi, (ML) B8 12,125 (18,371)
Cash and cash equivalents FHAZHE
at beginning of the year RESZEEY 10,196 22,529
Effect of foreign exchange rate @EX@B o5&
changes 970 1,038
Cash and cash equivalents FHRZE®
at the end of the year FREZEEY 23,291 10,196
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KAEEYHEBRARAF

“ETAFTHR
CONSOLIDATED STATEMENT OF ##&hEts 5 8)
For the year ended 30 June 2009 BE_TTNFNA=TRHLEFE
Equity attributable to equity holders of the Company
FRAREREARLRR
Capital Share
Share Share Statutory  redemption Capital  Translation option  Accumulated Minority Total
capital  premium * reserve * reserve * reserve * reserve * reserve * losses * Total interests equity
U BRE ¥
e R EE* EERE FEGRE EXGE ESGE R 2RER a5 RRES s8R
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR TER TER TET TR TER TET TR TR TER
At 1 July 2007 R=F5t5tA-A 17,464 33,131 8,789 29 28,764 4,945 - (61,087) 42,035 1,909 43,944
Translation adjustment X 5% - - - - - 2,082 - - 2,282 - 2,282
Netincome/(expenses)  ERRNERTERL
recognised directly WA/ (&%)
in equity 28 - - = = = 2,082 = = 2082 - 2982
Issued of share capital ~ E47HRA 928 12,072 - - - - - - 13,000 - 13,000
Equity-settled share ARES A R ER
option arrangement - - - - - - 8,619 - 8,619 - 8,619
Loss for the year TEEBE - - - - - - - (10,225) (10,225) 190 (10,05)
Total recognised income ~ EREEZZRAK
and expense for the year ~ FX &8 928 12,072 - - - 2,082 8,619 (10,205) 13,676 190 13,866
At 30 June 2008 R=FE\FAA=TA
and 1 July 2008 RZ22)\5+A-H 18,392 45,208 8,789 29 28,764 7,221 8,619 (61,312) 55,711 2,099 57,810
Translation adjustment ~ ERH% - - - - - 970 - - 970 - 970
Netincome/(expenses)  ERNERTEAL
recognised directly WA/ (&%)
in equity #8 - - = - - 970 - - 970 - 970
Issued of share capital  E{TRA 3,678 11,057 - - - - - - 14,735 = 14,735
Loss for the year TEERE - - - - - - - (6,440) (6,440) 136 (6,304)
Total recognised income ~ FREBEAZUAR
and expense for the year 438 3,678 1,087 - - - 970 - (6,440) 9,265 136 9,401
At 30 June 2009 R-SBAEABZTR 22,070 56,260 8,789 29 28,764 8,197 8,619 (67,752) 64,976 2,235 67,211

*

L ERHERFERBRINGAEEAGRY
42,906,000 T2 iR RE (ZEZENEF ¢
37,319,000 7T) °

These reserve accounts comprise the consolidated reserves of
HK$42,906,000 (2008: HK$37,319,000) in the consolidated balance sheet.

37



VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

1.

38

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on
15 February 2001 as an exempted company with limited liability
under the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The Company
withdrew the listing of its shares on The Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 10 February 2003, and on
the same date, by way of introduction, listed its entire issued
share capital on the Main Board of the Stock Exchange.

The Company'’s registered office is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-111, Cayman Islands.
The Company’s principal place of business is Suites 913-917,
9/F Sun Hung Kai Centre, 30 Harbour Road, Wanchai,
Hong Kong.

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are manufacturing and
trading of BlOenergy products, healthcare food products, multi-
functional water generators and other healthcare products in
the People’s Republic of China, excluding Hong Kong and Macau
(the “PRC”).

The financial statements on pages 31 to 115 have been prepared
in accordance with Hong Kong Financial Reporting Standards
(*HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants. The financial
statements also include the applicable disclosure requirements
of the Hong Kong Companies Ordinance and the Rules
Governing the Listing of Securities on the Stock Exchange
(“Listing Rules”).

The financial statements for the year ended 30 June 2009 were
approved and authorised for issue by the board of directors on
30 October 2009.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

2. IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS

The following amendments and interpretations to existing
standards are mandatory for the financial year ended 30 June
2009:

Hong Kong Accounting Reclassification of Financial Assets
Standard (“HKAS”) 39
and HKFRS 7
(Amendments)

Hong Kong International ~ Embedded Derivatives
Financial Reporting
Interpretations
Committee
(“HK(IFRIC)”)-Int 9
and HKAS 39
(Amendments)

HK(IFRIC)-Int 12 Service Concession Arrangements

HK(IFRIC)-Int 13 Customer Loyalty Programmes

HK(FRIC)-Int 14 HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum
Funding Requirements and their
Interaction

The adoption of these amendments and interpretations to
existing standards did not have a significant financial impact on
the results and financial position of the Group.
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—R2EF125%
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

2. IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

The following new standards, amendments to standards and
interpretations have been issued but are not effective and have
not been early adopted.

HKFRSs (Amendment) Improvements to HKFRS 2008*

HKFRSs (Amendment) Improvements to HKFRS 2009°

HKAS 1 (Revised) Presentation of Financial Statements'

HKAS 23 (Revised) Borrowing Costs'

HKAS 27 (Revised) Consolidated and Separate Financial
Statements'

Puttable Financial Instruments and
Obligations Arising on Liquidation’

HKAS 32 and

HKAS 1 (Amendments)
HKAS 39 (Amendment) Eligible Hedged ltems'
HKFRS 1 (Revised) First-time Adoption of HKFRS'

HKFRS 1 and HKAS 27
(Amendments)

Cost of Investments in a Subsidiary,
Jointly Controlled Entities or Associates’

HKFRS 2 (Amendment) Share-based Payment Vesting Conditions and
Cancellations'

HKFRS 3 (Revised) Business Combinations'

HKFRS 7 (Amendment) Financial Instruments: Disclosures — Improving
Disclosures about Financial
Instruments!

HKFRS 8 Operating Segments!

HK(IFRIC)-Int 15 Agreements for the Construction of

Real Estate'

HK(IFRIC)-Int 16 Hedges of a Net Investment in a

Foreign Operation'

HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners'

HK(IFRIC)-Int 18 Transfers of Assets from Customers?
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NOTES TO THE FINANCIAL B 5 R MR
STATEMENTS

For the year ended 30 June 2009 HE_ZTNFAAA=THLF
2. IMPACT OF NEW AND REVISED 2. FaEl &,.«<1§%T ERUB
HONG KONG FINANCIAL BELEANEE @

REPORTING STANDARDS (continued)

# Effective for the Group for annual period beginning on 1 July it BR$B S B RS RS A RI ZB55% [R5 E
2009 except for the amendment to HKFRS 5, “Non-current HERERBEEMERIELEE
assets held for sale and discontinued operations” which is Bl ZIEFTBHEAER T —TF £
effective for the Group for annual period beginning on 1 July A—BREHNFERPEERIN - EEpE
2010 FMHBAASE—TTAF LA —HEE

O 68 R A A A K

L Effective for the Group for annual period beginning on 1 July L AASB -_TThF+A—HAENF
2009 3 HA P A A

2 Effective for transfer of assets from customers received on or 2 H_ZTNFtA Bz EERN
after 1 July 2009 BEEFPEEEEREN

8 Effective for the Group for annual period beginning on 1 July g BREBEMBREERE2R - BE
2010 except for the amendments to HKFRS 2, HKAS 38 , SR ERIEI85E « BB (BB 73R
HK(IFRIC)-Int 9 and HK(IFRIC)-Int 16 which are effective for the ERELZES) REFIRRES
Group for annual period beginning on 1 July 2009 (RS HRE2BEEE) R ES

16 2 EFT R ASE —ETNEF
tA—BREMNERARAERI - KR
BB AEE T —FF+ A—H

HB B F 7R BR A A 3

The effect that the adoption of HKFRS 3 (Revised), HKAS 27 FLNE B B S & £ B 358 (KB
(Revised) and HK(IFRIC)-Int 17 will have on the results and 3T BHESERE27E (BIEE) &
financial position of the Group will depend on the incidence and 55 (AR BRERELZES) 2=
timing of business combinations occurring on or after 1 July FEAT7E IJEBA_EEAEJ[H —H
2009. The Directors anticipate that the adoption of other new k2B E ZEBEHZEE LERM
standards, amendments to standards and interpretations will HAREE 2 EENTEARAEEFRL -

not result in a significant impact on the results and financial EEREEMEMIAER  HERAE
position of the Group. RN R IR ) AN SR B A S4B K B I AR R

T AE o
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

42

3.1

3.2

3.3

BASIS OF PREPARATION

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.

The financial statements have been prepared on the
historical cost basis except for the revaluation of certain
assets and liabilities. The measurement bases are fully
described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ
from those estimates. The areas involving higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements,
are disclosed in note 4.

BASIS OF CONSOLIDATION

The financial statements incorporate the financial
statements of the Company and its subsidiaries made
up to 30 June each year.

SUBSIDIARIES

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies so
as to obtain benefits from their activities. The existence
and effect of potential voting rights that are currently
exercisable are considered when assessing whether the
Group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred
to the Group. They are excluded from consolidation from
the date that control ceases.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT 3. FESHHRHMEw
ACCOUNTING POLICIES (continued)
3.3 SUBSIDIARIES (continued) 3.3 MIBATF @

Business combinations are accounted for by applying
the purchase method. This involves the revaluation at
fair value of all identifiable assets and liabilities, including
contingent liabilities of the subsidiary, at the acquisition
date, regardless of whether or not they were recorded in
the financial statements of the subsidiary prior to
acquisition. On initial recognition, the assets and liabilities
of the subsidiary are included in the consolidated balance
sheet at their fair values, which are also used as the bases
for subsequent measurement in accordance with the
Group’s accounting policies.

Intra-group transactions, balances and unrealised gains
on transactions between group companies are eliminated
in preparing the financial statements. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are carried
at cost less impairment loss unless the subsidiary is held
for sale or included in a disposal group. The results of
the subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the
balance sheet date.

Minority interest represents the portion of the profit or
loss and net assets of a subsidiary attributable to equity
interest that are not owned by the Group and are not the
Group’s financial liabilities.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT

44

3.3

3.4

ACCOUNTING POLICIES (continued)

SUBSIDIARIES (continued)

Minority interests are presented in the consolidated
balance sheet within equity, separately from the equity
attributable to the equity holders of the Company. Profit
or loss attributable to the minority interests are presented
separately in the consolidated income statement as an
allocation of the Group’s results. Where losses applicable
to the minority exceed the minority interests in the
subsidiary’s equity, the excess and further losses
applicable to the minority are allocated against the
minority interests to the extent that the minority has a
binding obligation and is able to make an additional
investment to cover the losses. Otherwise, the losses
are charged against the Group’s interests. If the subsidiary
subsequently reports profits, such profits are allocated
to the minority interests only after the minority’s share of
losses previously absorbed by the Group has been
recovered.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and impairment losses. The cost of an asset
comprises its purchase price and any directly attributable
costs of bringing the asset to the working condition and
location for its intended use. Subsequent costs are
included in the asset’s carrying amount or recognised as
a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item
will flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance are charged to the income statement during
the financial period in which they are incurred.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4

3.5

PROPERTY, PLANT AND EQUIPMENT

(continued)

Depreciation is calculated on the straight-line basis to

write off the cost of property, plant and equipment, less

any estimated residual values, over the following
estimated useful lives:

Leasehold improvements 5 years or over

the lease terms,

whichever is shorter

8 to 12 years

3 to 8 years

8 years

Machinery and equipment
Furniture and office equipment
Motor vehicles

The gain or loss arising on disposal or retirement of an
item of property, plant and equipment recognised in the
income statement is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

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

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets.

FINANCIAL ASSETS

Financial assets other than hedging instruments are
classified into the following categories: loans and
receivables, financial assets at fair value through profit
or loss, available-for-sale financial assets and held-to
maturity investments.

Management determines the classification of its financial
assets at initial recognition depending on the purpose
for which the financial assets were acquired and where
allowed and appropriate, re-evaluates this designation
at every reporting date.
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3. SUMMARY OF SIGNIFICANT
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3.5

ACCOUNTING POLICIES (continued)

FINANCIAL ASSETS (continued)

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. When financial assets are recognised
initially, they are measured at fair value, plus, in the case
of investments not at fair value through profit or loss,
directly attributable transaction costs.

Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards
of ownership have been transferred. At each balance
sheet date, financial assets are reviewed to assess
whether there is objective evidence of impairment. If any
of such evidence exists, impairment loss is determined
and recognised based on the classification of the financial
assets.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss includes
financial assets held for trading and financial assets
designated upon initial recognition as at fair value through
profit or loss.

Financial assets are classified as held for trading if they
are acquired for the purpose of selling in the near term.
Derivatives, including separated embedded derivatives
are also classified as held for trading unless they are
designated as effective hedging instruments or financial
guarantee contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial asset at fair value through profit or loss,
except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.
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NOTES TO THE FINANCIAL B 5 R MR
STATEMENTS

For the year ended 30 June 2009 HE_ZTNFAA=THLEE

3. SUMMARY OF SIGNIFICANT 3. FESHHRHMEw
ACCOUNTING POLICIES (continued)

3.5

FINANCIAL ASSETS (continued)

Financial assets at fair value through profit or loss
(continued)

Financial assets may be designated at initial recognition
as at fair value through profit or loss if the following criteria
are met:

- the designation eliminates or significantly reduces
the inconsistent treatment that would otherwise
arise from measuring the assets or recognising
gains or losses on them on a different basis; or

- the assets are part of a group of financial assets
which are managed and their performance
evaluated on a fair value basis, in accordance with
a documented risk management strategy and
information about the group of financial assets is
provided internally on that basis to the key
management personnel; or

- the financial asset contains an embedded
derivative that would need to be separately
recorded.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investments. At each balance sheet
date subsequent to initial recognition, available-for-sale
financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial assets
are disposed of or are determined to be impaired, at
which time, the cumulative gain or loss previously
recognised in equity is removed from equity and
recognised in profit or loss. Any impairment losses on
available-for-sale financial assets are recognised in profit
or loss. Impairment losses on available-for-sale equity
investments will not reverse in profit or loss in subsequent
periods. For available-for-sale debt investments,
impairment losses are subsequently reversed if an
increase in the fair value of the investment can be
objectively related to an event occurring after the
recognition of the impairment loss.
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3. SUMMARY OF SIGNIFICANT
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3.5

ACCOUNTING POLICIES (continued)

FINANCIAL ASSETS (continued)
Available-for-sale financial assets (continued)

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of such
unquoted equity instruments, they are measured to cost
less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An
impairment loss is recognised in profit or loss when there
is objective evidence that the assets are impaired. The
amount of the impairment loss is measured as the
difference between the carrying amount of the asset and
the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not reverse
in subsequent periods.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in
the income statement, is transferred from equity to the
income statement. A provision for impairment is made
for available-for-sale equity investments when there has
been a significant or prolonged decline in the fair value
below its cost or where other objective evidence of
impairment exists. The determination of what is
“significant” or “prolonged” requires judgement. In
addition, the Group evaluates other factors, such as the
share price volatility. Impairment losses on equity
instruments classified as available for sale are not
reversed through the income statement.
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STATEMENTS

For the year ended 30 June 2009
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BE-PEATAASHALER

3. SUMMARY OF SIGNIFICANT 3. FESTHRBE®
ACCOUNTING POLICIES (continued)
3.5 FINANCIAL ASSETS (continued) 3.5 HKEE®
Trade receivables = 5 EWERRR

Trade receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in
an active market. Trade receivables are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction cost.

Impairment of financial assets

At each balance sheet date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence of
impairment. If any such evidence exists, the impairment
loss is measured and recognised as follows:

Trade receivables

If there is objective evidence that an impairment loss on
trade receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate. The amount of the loss is recognised in the
income statement of the period in which the impairment
ocCurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss
is reversed to the extent that it does not result in a carrying
amount of the financial asset exceeding what the
amortised cost would have been had the impairment not
been recognised at the date the impairment is reversed.
The amount of the reversal is recognised in the income
statement of the period in which the reversal occurs.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

50

3.6

3.7

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using weighted
average method and, in the case of work in progress
and finished goods, comprise direct materials, where
applicable, direct labour and an appropriate proportion
of overheads. Net realisable value is the estimated selling
price in the ordinary course of business less any
applicable selling expenses.

INTANGIBLE ASSETS AND RESEARCH
AND DEVELOPMENT COSTS

Intangible assets

Intangible assets acquired separately are recognised
initially at cost. After initial recognition, intangible assets
with finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on straight-line basis over their estimated
useful lives.

Intangible assets with indefinite useful lives are carried at
cost less any subsequent accumulated impairment
losses. Intangible assets are tested for impairment as
described below in note 3.10. Amortisation commences
when the intangible assets are available for use.
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NOTES TO THE FINANCIAL FoF 755 e 22 B
STATEMENTS
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
3. SUMMARY OF SIGNIFICANT 3. FESTHRBE®
ACCOUNTING POLICIES (continued)
3.7 INTANGIBLE ASSETS AND RESEARCH 3.7 BEEERMEKA @)

AND DEVELOPMENT COSTS (continued)
Research and development costs

Costs associated with research activities are expensed
in the income statement as they occur. Costs that are
directly attributable to the development phase are
recognised as intangible assets provided they meet the
following recognition requirements:

(i) demonstration of technical feasibility of the
prospective product for internal use or sale;

(i) there is intention to complete the intangible asset
and use or sell it;

(i) the Group’s ability to use or sell the intangible asset
is demonstrated;

(iv)  the intangible asset will generate probable
economic benefits through internal use or sale;

(V) sufficient technical, financial and other resources
are available for completion; and

(viy  the expenditure attributable to the intangible asset
can be reliably measured.

Direct costs include employee costs incurred on
development along with an appropriate portion of relevant
overheads. The costs of internally generated product
developments are recognised as intangible assets. They
are subject to the same subsequent measurement
method as externally acquired intangible assets.

All other development costs are expensed as incurred.
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3. SUMMARY OF SIGNIFICANT
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3.8

ACCOUNTING POLICIES (continued)

INCOME TAX

Income tax for the year comprises current tax and
deferred tax. Current income tax assets and/or liabilities
comprise those obligations to, or claims from, tax
authorities relating to the current or prior reporting period,
that are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the periods to which they relate, based on
the taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in the income statement.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and
the corresponding 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 profits will be available against
which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition of
other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.
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For the year ended 30 June 2009 HE-ZTTNFAAA=THLFE
3. SUMMARY OF SIGNIFICANT 3. FESTHBRBEw

ACCOUNTING POLICIES (continued)

3.8 INCOME TAX (continued) 3.8 MEH @)
The carrying amount of deferred tax assets is reviewed RETRIEEENREEGNEA
at each balance sheet date and reduced to the extent HHETER - MR8
that it is no longer probable that sufficient taxable profits ERAERB NS EBEERS
will be available to allow all or part of the asset to be LA 23 sk 354 [B] W s BIAE FE VB
recovered. Any such reduction is reversed to the extent IR o B EERBEEES
that it becomes probable that sufficient taxable profit will 15 2R A B i 3R B S A JE FR A i
be available. B - B P LARE o
Deferred tax assets and liabilities are not discounted. BEETIBEER B EIW EITE -
Deferred tax is calculated at the tax rates that are ERERR IR Th iR EHHEAE{E/EME\X
expected to apply in the year when the liability is settled BEBRFTEEANMEGE
or the asset realised. Deferred tax is charged or credited EEFIR T A 7= 2k B W
to the income statement, except when it relates to items FRAHBR - MEMWEERIE S E B
charged or credited directly to equity, in which case the AR BT HIRAIEE
deferred tax is also dealt with in equity. B RIS EREETEE -

3.9 CASH AND CASH EQUIVALENTS 39 REKRBRELZHEY
Cash and cash equivalents include cash at bank and in ReERBeFEYBRFBRITETF
hand, demand deposits with banks and other financial SEIRE - IRITRHEAMSEEER
institutions, and short-term, highly liquid investments with EHER  AREBHERBES
original maturities of three months or less that are readily JREEH &= {8 H s AR A9 3%
convertible into known amounts of cash and which are & xR E Bk K ]
subject to an insignificant risk of changes in value. NMEFENIRE -  BEEEEZEFRA

0 1 B R A o

3.10 IMPAIRMENT OF ASSETS 3.10 EERE
Property, plant and equipment, intangible assets and M - BEREE - BREEER
interests in subsidiaries are subject to impairment testing. RETEB A RME R AR TRE A

&= o

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of fair value, reflecting market
conditions less costs to sell, and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pretax discount
rate that reflects current market assessment of time value
of money and the risk specific to the asset.
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3. SUMMARY OF SIGNIFICANT

54

ACCOUNTING POLICIES (continued)

3.10 IMPAIRMENT OF ASSETS (continued)

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those from other assets, the recoverable amount is
determined for the smallest group of assets that generate
cash inflows independently (i.e. a cash-generating unit).
As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit
level.

Impairment losses recognised for cash-generating units
are charged pro rata to the assets in the cash generating
unit, except that the carrying value of an asset will not
be reduced below its individual fair value less cost to
sell, or value in use, if determinable.

An impairment is reversed if there has been a favourable
change in the estimates used to determine the asset’s
recoverable amount and only to the extent that the asset’s
carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.
A reversal of an impairment loss is credited to the income
statement in the period in which it arises.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.11 EMPLOYEE BENEFITS

U]

Retirement benefits scheme

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “Retirement Scheme”) under the
Mandatory Provident Fund Schemes Ordinance
for those employees who are eligible to participate
in the Retirement Scheme. Contributions are made
based on a percentage of the employees’ basic
salaries and are charged to the income statement
as they become payable in accordance with the
rules of the Retirement Scheme. The assets of
the Retirement Scheme are held separately from
those of the Group in an independently
administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the Retirement Scheme except
for the Group’s employer voluntary contributions,
which are refunded to the Group when an
employee leaves employment prior to the
contributions vesting fully, in accordance with the
rules of the Retirement Scheme.

Pursuant to the relevant regulations of the
government of the PRC, subsidiaries of the Group
operating in the PRC are required to participate
in an employee pension scheme operated by the
relevant local government authorities in the PRC
and to make contributions for employees who are
registered as permanent residents in the PRC.
Such contributions are charged to the income
statement as they become payable.
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For the year ended 30 June 2009

3.

56

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.11 EMPLOYEE BENEFITS (continued)

(ii)

Share-based employee compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its
employees.

All employee services received in exchange for
the grant of any share-based compensation are
measured at their fair values. These are indirectly
determined by reference to the share options
awarded. The value is appraised at the grant date
and excludes the impact of any nonmarket vesting
conditions.

All share-based compensation is recognised as
an expense in income statement, unless it qualifies
for recognition as asset, with a corresponding
credit to share option reserve. If vesting periods
or other vesting conditions apply, the expense is
recognised over the vesting period, based on the
best available estimate of the number of share
options expected to vest. Non-market vesting
conditions are included in assumptions about the
number of options that are expected to vest.
Estimates are subsequently revised, if there is any
indication that the number of share options
expected to vest differs from previous estimates.
No adjustment to expense recognised in prior
periods is made if fewer share options ultimately
are exercised than originally estimated.

At the time when the share options are exercised,
the amount previously recognised in share option
reserve will be transferred to share premium. When
the share options are forfeited or are still not
exercised at the expiry date, the amount previously
recognised in share option reserve will be
transferred to retained profits.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.12 EQUITY-SETTLED SHARE-BASED
PAYMENT TRANSACTIONS

(i) Share options granted to employees

Details of the accounting policy are set out in note

3.11(i).

(ii) Share options granted to customers/suppliers

Share options issued to customers/suppliers in
exchange for goods or services are measured at
the fair values of the goods or services received.
The fair values of the goods or services received
are recognised immediately as expenses, unless
the goods or services qualify for recognition as

assets.

3.13 FINANCIAL LIABILITIES

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of the
instrument. All interest related charges are recognised
as an expense in finance costs in the income statement.

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

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

date.

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost,

using the effective interest rate method.
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3. SUMMARY OF SIGNIFICANT

58

ACCOUNTING POLICIES (continued)

3.14

3.15

SHARE CAPITAL

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any
related income tax benefits) to the extent they are
incremental costs directly attributable to the equity
transaction.

INCOME RECOGNITION

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(i) Revenue from the sales of goods is recognised
on the transfer of risks and rewards of ownership,
provided that the Group maintains neither
managerial involvement to the degree usually
associated with the ownership, nor effective
control over the goods sold;

(if) Interest income is recognised on a time proportion
basis, taking into account the principal amounts
outstanding and the effective interest rates
applicable; and

(ifi) Dividend income is recognised when the Group’s

right as a shareholder to receive payment is

established.
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NOTES TO THE FINANCIAL FoF 755 e 22 B
STATEMENTS
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
3. SUMMARY OF SIGNIFICANT 3. FESHHRHMEw

ACCOUNTING POLICIES (continued)

3.16 RELATED PARTIES 3.16 BAEA L

Parties are considered to be related to the Group if:

(i) the party, directly, or indirectly through one or more
intermediaries:

- controls, is controlled by, or is under
common control with, the Group; or

= has an interest in the Group that gives it
significant influence over the Group; or

- has joint control over the Group;

(if) the party is an associate or a jointly controlled
entity;

(iif) the party is a member of the key management
personnel of the Group or its parent;

(iv) the party is a close member of the family or any
individual referred to in (i) or (iii);

(V) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any individual
referred to in (iii) or (iv); or

(Vi) the party is a post-employment benefit plan for
the benefit of employees of the Group, or of any
entity that is a related party of the Group.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the entity.

A transaction is considered to be a related party
transaction when there is a transfer of resources or
obligations between related parties.
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For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT

60

ACCOUNTING POLICIES (continued)

3.17 LEASES

U]

(ii)

Operating leases

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

Finance leases

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

Each lease payment is allocated between the
liability and finance charges so as to achieve a
constant rate on the finance balance outstanding.
The corresponding rental obligations, net of
finance charges, are included in current and non-
current liabilities. The interest element of the
finance cost is charged to the income statement
over the lease period so as to produce a constant
periodic rate of interest on the remaining balance
of the liability for each period.
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STATEMENTS
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
3. SUMMARY OF SIGNIFICANT 3. FESHHRHMEw
ACCOUNTING POLICIES (continued)
3.18 FOREIGN CURRENCIES 3.18 Hpi&

The financial statements are presented in Hong Kong
dollars (HK$), which is also the functional currency of
the Company.

In the separate financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions.
At balance sheet date, monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the balance sheet date.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation
of monetary assets and liabilities denominated in foreign
currencies at year-end exchange rates are recognised in
the income statement.

In the consolidated financial statements, all separate
financial statements of subsidiaries and jointly controlled
entities originally presented in a currency different from
the Group’s presentation currency, have been converted
into Hong Kong dollars. Assets and liabilities have been
translated into Hong Kong dollars at the closing rate at
the balance sheet date. Income and expenses have been
converted into Hong Kong dollars at the exchange rates
ruling at the transaction dates, or the average rates over
the reporting period provided that the exchange rates
do not fluctuate significantly. Any differences arising from
this procedure have been dealt with in the translation
reserve in equity. Goodwill and fair value adjustments
arising on the acquisition of a foreign entity have been
treated as assets and liabilities of the foreign entity and
translated into Hong Kong dollars at the closing rates.
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3. SUMMARY OF SIGNIFICANT
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ACCOUNTING POLICIES (continued)

3.19 FINANCIAL GUARANTEE CONTRACT,

PROVISIONS AND CONTINGENT LIABILITIES

A financial guarantee contract is a contract that requires
the issuer (or guarantor) to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. Where
consideration is received or receivable for the issuance
of guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is
received or receivable, an immediate expense is
recognised as investment in subsidiaries on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in the income statement
over the term of the guarantee as income from financial
guarantee issued. In addition, provisions are recognised
if and when it becomes probable that the holder of the
guarantee will call upon the Group under the guarantee
and the amount of that claim on the Group is expected to
exceed the current carrying amount, where appropriate.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

3. SUMMARY OF SIGNIFICANT 3.
ACCOUNTING POLICIES (continued)

3.19 FINANCIAL GUARANTEE CONTRACT,

B 265 i P
BE-TTASAASTALEE

FESTHTHEREBE @

3.19 MBEREHN  BERK

3.20

PROVISIONS AND CONTINGENT LIABILITIES

(continued)

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditure
expected to settle the obligation.

Present obligation is disclosed as a contingent liability
where it is not probable that an outflow of economic
benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with
sufficient reliably. Possible obligation that arises from past
events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more future
event(s) is also disclosed as a contingent liability unless
the probability of outflow of economic benefits is remote.

DIVIDENDS

Final dividends proposed by the directors are classified
as a separate allocation of retained profits or other
distributable reserves, where appropriate, within the
equity section of the balance sheet, until they have been
approved by the shareholders in a general meeting. When
these dividends have been approved by the shareholders
and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority to
declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.
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4. CRITICAL ACCOUNTING

&4

JUDGMENTS AND ESTIMATES

(A)

JUDGMENTS

In the process of applying the Group’s accounting
policies, management has made the following judgments,
apart from those involving estimations as discussed
below, which have the most significant effect on the
amounts recognised in the financial statements.

(i)

Impairment of assets

In determining whether an asset is impaired or
the event previously causing the impairment no
longer exists, the management has to exercise
judgment in the area of asset impairment,
particularly in assessing: (1) whether an event has
occurred that may affect the asset value or such
event affecting the asset value has not been in
existence; (2) whether the carrying value of an
asset can be supported by net present value of
future cash flows which are estimated based upon
the continued use of the asset or derecognition;
and (3) the appropriate key assumptions to be
applied in preparing cash flow projections
including whether these cash flow projections are
discounted using an appropriate rate. Changing
the assumptions selected by management to
determine the level of impairment, including the
discount rates or the growth rate assumptions in
the cash flow projections, could materially affect
the net present value used in the impairment test.
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4. CRITICAL ACCOUNTING 4., ETESFHE R @

JUDGMENTS AND ESTIMATES

(continued)

(A)  JUDGMENTS (continued) (A  FE @

(ii)

Income taxes

Deferred tax is provided using the liability method,
on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.

Deferred tax assets are recognised for unused tax
losses carried forward to the extent that it is
probable that future taxable profits will be available
against which the unused tax losses can be
utilised, based on all available evidence.
Recognition primarily involves judgment regarding
the future performance of the particular legal entity
or tax group in which the deferred tax asset has
been recognised. A variety of other factors are
also evaluated in considering whether there is
convincing evidence that it is probable that some
portion or all or the deferred tax assets will
ultimately be realised, such as the existence of
taxable temporary differences, tax planning
strategies and the periods in which estimated tax
losses can be utilised. The carrying amount of
deferred tax assets and related financial models
and budgets are reviewed at each balance sheet
date and to the extent that there is insufficient
convincing evidence that sufficient taxable profits
will be available within the utilisation periods to
allow utilisation of the carry forward tax losses,
the asset balance will be reduced and charged to
the income statement.

(i)
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4. CRITICAL ACCOUNTING
JUDGMENTS AND ESTIMATES

66

(continued)

(B)

ESTIMATION UNCERTAINTY

The key assumptions concerning the future and other
key sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material
adjustment to the carrying amounts of the Group’s assets
and liabilities within the next financial year are discussed

below.

U]

Impairment test of assets

The management determines whether an asset
is impaired at least on an annual basis or where
an indication of impairment exists. This requires
an estimation of the value in use of the asset.
Estimating the value in use requires the
management to make an estimate of the expected
future cash flows from the assets and also to
choose a suitable discount rate in order to
calculate the present value of those cash flows.

Income taxes

The management reviews the carrying amount of
deferred tax assets at each balance sheet date
and reduces the amount to the extent that it is no
longer probable that sufficient taxable profits will
be available to allow all or part of the deferred tax
assets to be utilised. This requires an estimation
of the future taxable profits. Estimating the future
taxable profits requires the management to make
an estimate of the expected future earnings of the
Group and also to choose a suitable discount rate
in order to calculate the present value of the
earnings.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

4. CRITICAL ACCOUNTING
JUDGMENTS AND ESTIMATES

(continued)

(B)

ESTIMATION UNCERTAINTY (continued)

(i)

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on
a straight-line basis over their estimated useful
lives, after taking into account of their estimated
residual value. The determination of the useful lives
and residual values involve management’s
estimation. The management assesses annually
the residual value and the useful life of the
property, plant and equipment and if the
expectation differs from the original estimate, such
a difference may impact the depreciation in the
year the estimate is changed and the future period.

Amortisation of intangible assets

The Company amortises its intangible assets on
a straight-line basis over the estimated useful life
ranged from three to ten years, commencing from
the date on which the intangible assets are
available for use. The estimated useful life reflects
the directors’ estimate of the periods that the
company intends to derive future economic
benefits from its intangible assets.
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5.

68

SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured and managed
separately, according to the nature of their operations and the
products they sell. Each of the Group’s business segments
represents a strategic business unit that offers products which
are subject to risks and returns that are different from those of
the other business segments.

Summary details of the business segments are as follows:

— the BlOenergy products segment consists of the manufacturing
and trading of bedding products, underclothing and body
protection accessories containing the BlOenergy compound;

— the healthcare food products segment consists of the trading
of healthcare food products, including polypeptide products;

— the multi-functional water generators segment consists of
the manufacturing and trading of multi-functional water
generators; and

— the “others” segment consists of the trading of other
healthcare products and others.

In determining the Group’s geographical segments, revenues
and results are attributed to the segments based on the location
of the customers, and assets are attributed to the segments on
the location of the assets.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

5. SEGMENT INFORMATION

(A)

continued)
BUSINESS SEGMENTS

The following tables present revenue, results and certain
assets, liabilities and expenditure information for the
Group’s business segments:

EE*FCHZJ:FTH’XL FR 2\ 7l
BT EEH
A B R B 5t
BE-_ZTTENFAA=THIEFE
5. DEERE @
(A) EKDIE
TR AEEERH BHK
X EERETEE  BERE
HER

BlOenergy Healthcare Multi-functional
products food products water generators Others Consolidated
REZZIIER RERR SMEELE At G
2009 2008 2009 2008 2009 2008 2009 2008 2009 2008
TEENF ZET\E ZBEAF ZTEN\E CEEAEF TR\ CTZEAF ZZT)\E ZEIAF ZZ3)E
HK$'000  HK$000 HK$'000 HKS000 HK$'000  HKS'000 HK$'000  HKS'000 HK$'000  HK$'000
TEn  TEr THn  TET TEr  TEr TEn  TEr  THEn  TER
Segment revenue; A -
Sales to external customers S EFH#EE 9249 21389 22490 27992 55178 60,843 1,145 93 88,062 111,187
Segment results x4 1494 2805 8512 3666 7400 7979 245 125 12660 14575
Unallocated other income ~ EftR A EHRA 9,182 3379
Unallocated expenses AORER (27.89)  (26,829)
Loss from operating activiies &% & (6,054 (8869
Finance cost 50 (78 (159)
Loss on disposal HENBAR
of subsiclary EE - (328)
Loss before income RATERAA
{ax expenses EE (6132 (9,356)
Income tax expense FERAR (172 (679
Loss for the year REREE (6,304 (10,039)
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HE-FEAEAA=HALERE

5. SEGMENT INFORMATION (continued) 5. 2EER @
(A) BUSINESS SEGMENTS (continued) (A ZEBoE @
BlOenergy Healthcare Multi-functional
products food products water generators Others Consolidated
REZZIER RERR SRR At G
2009 2008 2009 2008 2009 2008 2009 2008 2009 2008
ZZENF ZES\E ZEEAE CTTN\E CEEAE T\ CZEAF C23)\F ZEIARE Z2E)E
HK$'000  HKS000 HK$'000 HKS'000 HK$'000  HKS'000 HK$'000  HKS'000 HK$'000  HK$'000
Tén TEr TEn  TEr THn  TEr  TEn  TEr  FEr TEn
Segment assets PHEE 12,861 8,132 1,212 1,868 5,123 5,662 45 1193 19941 16,855
Unallocated assets AOMEE 72893 67,247
Total assets Y 92834 84,102
Segment liabilities AH8E
Unallocated liablties AIRERE 25608 26,292
Total liabiltes BER 25623 2629
Other segment A iEs
information:
Depreciation il - - - - 101 17 - - 101 117
Unallocated amount of AOMNELE
depreciation 3,172 3,717
3,213 3,834
Amortisation of BYEENEE
intanghole assets 2 2 1,463 1,512 - - - - 1,465 1,514
Capital expenditure BRRY - - - - - 66 - - - 6
Unallocated amounts AORERRER
of capital expenditure % 1802 22,881
1802 22947
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KAEEYHEBRARAF

—ZETNEFRH
NOTES TO THE FINANCIAL HA s k Fi aE
For the year ended 30 June 2009 HE_ZTNFAA=THLEE
5. SEGMENT INFORMATION (continued) 5. 7HER @
(B) GEOGRAPHICAL SEGMENTS (B) HEZDH
A geographical analysis of the Group’s revenue, certain BRRAS B[ 5 30 (R Bk
asset and expenditure information is not presented as SN Bl s R B E DR 2 E D &b
the Group’s revenue and assets in geographical segments BEFFIARI10% WAL 2 517K
other than the PRC are less than 10% of the aggregate SEmwEE > HKE FTE
amount of all segments. ERAXZERD -
a2z
6. REVENUE 6. W=
Revenue, which is also the Group’s turnover, represents the net Wzt - TMEVAREENEESE - F5EH
invoiced value of goods sold, after allowances for returns and BRERERE SN (ER) RHEE
trade discounts where applicable. All significant intra-group mBEZFE - MESBEAIHNERRZS
transactions have been eliminated on consolidation. ERERE R E R o
Turnover made in the PRC is subject to value added tax (“VAT”) AR BIERIS /Y & KRR 17 % 15 R AR
at a rate of 17% (“output VAT”). Such output VAT is payable E (EER]) ([HIEBER]) © %
after offsetting VAT paid by the Company on purchases (“input LIHTHIREH AN R R A EER
VAT?). IS ER R A (ETEIEER]) -
7. OTHER INCOME 7. HflgA
Group
rEE
2009 2008
—EEhEF —TENF
HK$’000 HK$’000
FET FHT
Interest income AW A 234 1,348
Reversal of impairment loss on BEOBTEFEEZS
trade receivables in previous year FE W BR BOR B &5 18 - 660
Reversal of impairment loss BEFEREERE
on inventories 3,533 -
Gain on disposal of property, LEWE  BEK
plant and equipment Bl 75 =
Dividend income from A it SR E R B A
available-for-sale investments 900 =
Others H A, 4,440 1,371
9,182 3,379
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8. LOSS FROM OPERATING

/2

S 85 A B vk

ACTIVITIES
Loss from operating activities is arrived at after charging/ KEBBENR GEA) THIEHE :
(crediting):
Group
rEE
2009 2008
—EENF —TENF
HK$’000 HK$’000
FEx T T
Auditors’ remuneration % BR AT B & 500 470
Cost of inventories sold EHFEEKRAR 52,243 61,962
Staff costs 8 T
Directors’ remuneration (note 14(A)) EE=ME (FFE144) 1,092 7,039
Wages and salaries TERES 18,057 22,813
Share option benefit B R AR A - 5,279
Pension scheme contributions BIRSET B 1,674 1,347
20,823 36,478
Depreciation e 3,273 3,834
Amortisation of intangible assets* | A EE 1,465 1,514
Exchange gain, net b 5, W 2 2B - (6)
Operating lease charges in respect RIF i RIEFH
of land and buildings TR B 3,557 3,933
Impairment loss on trade receivables® & 5 B U BR SRR E B B - 567
Provision for obsolete and PRERBIHTERE"
slow-moving inventories* 17 311
Loss on disposal of property, LEWHE - BER
plant and equipment HEHEE - 407
Fair value loss on financial assets 18 E AR A F{E s F 3k
designated at fair value through EES RIS E E
profit or loss* N {EEE" 1,571 194

* included in other operating expenses

IIAEMEEERA



NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

9.

10.

FINANCE COSTS

KA AT L
“EThES

ELcogual|

B 265 i P
BE-TTASAASTALEE

9. HM¥EZH

Group
2009 2008
—EENEF —ET)N\F
HK$’000 HK$’000
FHERT T T
Interest on bank loans wholly repayable 7B A FRNEH(EE
within five years R ERTTE A B 78 159

INCOME TAX EXPENSE

Hong Kong Profits Tax has not been provided as the Group had
no assessable profits arising in Hong Kong during the year (2008:
Nil). Taxes on profits assessable elsewhere have been calculated
at the applicable rates of tax prevailing in the jurisdiction in which
the Group operates, based on existing legislation, interpretations
and practices in respect thereof during the year.

10. FIB8BiBAX

AR AEBRNFERNER L BERRV G
MNECETNE 8 U BELEE
MR - Eibib)7 M RERTOS A&
BBADBEASBREXBENREERE
RHER SRR E - ARIEFARZU
BIRBHPES - 2B REFIMEE -

Group

REHE
2009 2008
—EENF —ET)N\F
HK$°000 HK$’000
FHBT T

Current — PRC BNER —

Charge for the year REFLZ T 172 679
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10. INCOME TAX EXPENSE (continued)

/4

Reconciliation between income tax expense and accounting loss

S 85 A B vk

BE-FEAFAASTALFE
10. FTEHE X @

HEARKAENAERA L EE

at applicable tax rates is as follows: BEERWOT -
Group
AEE
2009 2008
—EEhE —EENF
HK$’000 HK$’000
FET FABT
Loss before income tax bR TS i Al E5 18 (6,132) (9,356)
Tax at the applicable tax rates BE AR ENTIE
(Note a) (FtzEa) (1,069) (472)
Tax effect of non-deductible expenses 7 A 151 5 5% 8 7 75 52 22 984 1,465
Tax effect of non-taxable income BIBFRHBRARN RIS & (1,493) (1,349)
Tax effect of temporary differences not 7k T e 32 5 s 2= B )
recognised M2 - 212
Tax effect of tax losses not recognised AERMREEENHIEZE 1,750 2,054
Tax benefit from tax holiday (Note b) RHEBNHEESR (M) - (1,231)
Income tax expense FriS i 172 679
Notes: B 5E
a. The applicable rates are the rates prevailing in the jurisdictions a. BRABEAAR R REWE A AL
in which the Company and its subsidiaries operate. EBHNREERBRERHOTE -
b. In accordance with the applicable corporate income tax law of b. REE AP REEMERE - AQ

the PRC, the Company’s subsidiaries established in the PRC
are entitled to an exemption from PRC corporate income tax
for the first two profitable calendar years of its operation and a
50% relief on corporate income tax for the following three years.

At the balance sheet date, the Group has unused tax losses of
HK$55,324,000 (2008: HK$55,324,000) available for offsetting
against future taxable profits of the companies which incurred
the losses. Deferred tax assets have not been recognised in
respect of these losses due to the unpredictability of future profit
streams.

As at 30 June 2009, the Group and the Company did not have
any significant unprovided deferred tax liabilities (2008: Nil).

BIPAFR BB RO P B 1 R 2 R (8%
BRENNFREERLBRTEEEM
B WHEBR=FERR—FEFE
PR1SHL

REER  AEEMNARFHEREEE
#55,324,0008 L (ZEZNF :
55,324,000/ 70) © AJ{EEIEEAER
B R AR AR SR FER T /@ A o FARA AR BE
EARKaFIBE AR L FEIERE
RIELEFIEEE o

RZZZENFANA=ZTH  FAEERK
DA EEAIRERENERNRLEHRIA
BECTEENF 8 -



NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

11.

12.

13.

LOSS ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

Of the consolidated loss attributable to equity holder of the
Company of approximately HK$6,440,000 (2008: loss of
HK$10,225,000), a loss of approximately HK$3,364,000 (2008:
loss of HK$7,464,000) has been dealt with in the financial
statements of the Company.

DIVIDENDS

No dividend has been paid or declared by the Company during
the years presented in these financial statements.

LOSS PER SHARE ATTRIBUTABLE
TO EQUITY HOLDERS OF THE
COMPANY

The calculation of basic loss per share is based on loss
attributable to equity holders for the year ended 30 June 2009
of approximately HK$6,440,000 (2008: loss of HK$10,225,000)
and the weighted average of 831,603,221 (2008: the weighted
average of 732,022,566) ordinary shares in issue during the year.

The diluted loss per share for the years ended 30 June 2009
and 30 June 2008 has not been disclosed as the potential shares
arising from the exercise of the Company’s share options would
decrease the loss per share of the Group for the years and is
regarded as anti-dilutive.

f?i%@%ﬁ’iﬁﬁ&'é&ﬁ?

S 5 i Fi

HE—

11.

12.

13.

A
A

ShERNA=ZTRIEFE

RARERFR AENL
E

K #96,440,0008 T (ZZ TN\ F : EiE
10,225,000/ 70) AR A= FA A
B EEIRE R - AARIRMBRE
NI BB #)/53,364,0008 7T (— =
T )\ 4 : [§5187,464,000/87T) °

g &5

RZSFHHREZINNEFE » RARF]
I IR R E RS

AR EREE AE®A
BREE
SRENGRNEERE-_STAEA

A=THIFEEZFEARGEERLD
6,440,000 L (ZZEZENF : FHiE
10,225,000 7T) & G A E 217 ik T
)@ AR831,603,221 % (=T = )\ ¢
HIIAEFE 1 #732,022,566/%) 5T & -

HRITEARRBREE LN EERD
AEAREFASRERRD - LG
RARBEZE BUERBEEE—T
ENFRA=TAR-_ZTTNFARA=
THIEFENSREEESE -
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VITOP BIOENERGY HOLDINGS LIMITED

ANNUAL REPORT 2009

NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2009

14. DIRECTORS’ AND FIVE HIGHEST

PAID EMPLOYEES’ REMUNERATION

(A) DIRECTORS’ EMOLUMENTS

The directors’ remuneration disclosed pursuant to the
Listing Rules and Section 161 of the Hong Kong
Companies Ordinance is as follows:

S 85 A B vk

EERTEESFEER
Y B &
A ESMe

RiE EHRAREERBEDIE
16115 EFMESHWEDT

Group
AEHE
2009 2008
—EZhF —EENF
HK$’000 HK$’000
FET T T
Fees wE - 126
Other emoluments: Em g :
Salaries, allowances e RUMREYF=
and benefits in kind 1,080 3,561
Share option benefit 5 s 1 4R A - 3,340
Pension scheme contributions BRIREET B 12 12
1,092 6,913
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

14. DIRECTORS’ AND FIVE HIGHEST
PAID EMPLOYEES’ REMUNERATION

(continued)
(A) DIRECTORS’ EMOLUMENTS (continued)

The emoluments of each director, on a named basis, for
the years ended 30 June 2009 and 2008 are set out

H
=
H
&
oS
f?ﬁ
?‘m
>
z

S 85 A B ik

BE_ZTAFAA=ZTHIFE

. BH=
HY A

Z

REZBEHES
)
EEME @

BE-TTNER-TE/N\FA
A=1BLLFE - SRES OB

below: SIEEBERSMNT
Year ended 30 June 2009 BE-—ZZNFAA=THLF
E
Salaries,

allowance Pension

Director and benefits scheme
fees in kind share option contributions Total

5.1 benefits Bikg
ExHe REVNE BRERA at B At
HK$’000 HK$'000 HK$’000 HK$’000 HK$°000
THET THET THET TRET THET
Han Qingyun (Note 5) BEZ (fi:25) = = = = -
Han Xiaoyue BiER - - - - =
Chen Henglong LS - - - = =
Guo Yanni (Note 5) e (Ff1725) = = - - -
Long Mingfei (Note 6) BEAR (M Ek6) = = - - -
Zhang He 5RO - 360 - - 360
Xu Nianchun (Note 4) GEAGIRT - = = = -
Chan Yuk Tong BEZ - 720 - 12 782
Li Xinzhong (Note 7) ZHh (FizE7) - = = = =
Zhang Wen (Note 5) 5 3 (fi3E5) = = - - -
Zhu Jinghua (Note 5) REHE (ko) = = - - -
Total 2009 ZEBAFAG - 1,080 - 12 1,092
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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

NOTES TO THE FINANCIAL Hh B iR B
STATEMENTS
For the year ended 30 June 2009 BE_ZTTNFANA=THLEE
14. DIRECTORS’ AND FIVE HIGHEST 14. EEREEREFHES
PAID EMPLOYEES’ REMUNERATION HEN € o)
(continued)
(A) DIRECTORS’ EMOLUMENTS (continued) A EEME @
Year ended 30 June 2008 HE-_ZZT/\FA=1THILF
=
Salaries,
allowance Pension
Director  and benefits scheme
fees inkind  Share option  contributions Total
4 2B benefit RIKE
E2He  REWAE  BRERN FELE At

HK$'000 HK$'000 HK$'000 HK$'000 HK$'

000

TR TR TR THET TR

Hung Kai So (Note 1) Mg (f151) - 154 625 = 779
Han Xiaoyue B - 984 625 - 1,609
Chen Henglong Giag = 984 748 - 1,732
Zhang He R - 720 748 - 1,468
Chan Yuk Tong BEE = 719 - 12 731
Liu Jun (Note 2) 2% (Ft7x2) - - 374 - 374
Tse Kam Fai (Note 3) BIEAGIER) - - 98 - 9
Zhang Fan (Note 3) &AL (Ft7E3) - - 61 - 61
Xu Nianchun (Note 4) s (i) - - - - -
Han Qingyun (Note 5) BEEE (35) - - - - -
Guo Yanni (Note 5) ZEIE (M 5E5) - - - - -
Zhang Wen (Note 5) o3 (Fit7E5) - - - - -
Zhu Jinghua (Note 5) KEE (fi325) - - - - -
Long Mingfei (Note 6) BT (fi3E6) - - - - -
Li Xinzhong (Note 7) A (MEET) - - 61 - 61
Yuan Tsu | (Note 8) =it (fks) 33 - - = 33
Chan Chiu Hung Alex EEilps

(Note 8) (FisE8) 53 - - = 53
Li Li Te (Note 9) F25 (f1:29) 40 - - - 40
Total 2008 ZEENEAF 126 3,561 3,340 12 7,039
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

14. DIRECTORS’ AND FIVE HIGHEST
PAID EMPLOYEES’ REMUNERATION

(continued)

(A) DIRECTORS’ EMOLUMENTS (continued)

Notes:

1. Resigned on 25 February 2008

2. Resigned on 28 April 2008

Appointed on 25 February 2008 and resigned
on 15 April 2008

Appointed on 15 February 2008

Appointed on 15 April 2008

Appointed on 28 April 2008

Appointed on 25 February 2008

Resigned on 28 February 2008

Resigned on 15 April 2008

©

OROORS RO

There were no fees and other emoluments payable to
the independent non-executive directors during the year
(2008: HK$126,000).

There was no arrangement under which a director waived
or agreed to waive any remuneration during the years
ended 30 June 2009 and 2008.

During the year, no directors (2008: six) have been
granted with share options in respect of their services to
the Group and further details of which were set out in
note 27 to the financial statements.

Z

KA W) A BR A H
—ETNFEFER
XB=+AILEE
g;iiéiﬁirjﬁﬁﬁgEi
EEME @
Bt
1. RCERAE-A-+RABRA
0. R-EBNEMA-+N\AEA
HW-FBN\F=A=1RABEE
AR-ZBN\EMA+FABE
4 RoEBNE-A+EEEEA
5. W-EB\FMA+EEEER
6. R-ZBN\EMA-+/\REEF
7. R-BRBAE-A-+REARER
8. R-EBAE-A-+)\ABA
0.  R-FENEMATEABE

imjtﬂr&“m“*élz%m&%m
wWEREMHE (T )\ F
126,000/ 7T) °

RBE_TFNFR-_ZTTN\F
NA=TBLLFE - I?ﬁ%%%ﬁ
RKR B L EMME B o

TR BEBEES(CTENEF
NB) AREHAREN RS M
BRERE - LE-TFBERN
B 7% R MY RE27 ©
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VITOP BIOENERGY HOLDINGS LIMITED
ANNUAL REPORT 2009

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

14. DIRECTORS’ AND FIVE HIGHEST
PAID EMPLOYEES’ REMUNERATION

(continued)

80

(B)

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals in the Group during the
year included two (2008: four) directors, details of whose
emoluments have been disclosed in note (A) above. The
emoluments paid to the remaining three (2008: one) non-
directors, highest paid individuals for the year are as

B 205 B ik
HE-FEAEAA=HALERE

14. EER LR HES
M )

B) ABERSIATL

FR-AEEREESFALE
EME(CEENE  mRA)E
= RENMEFBER XM
FAEE - FAXNTEB=H
—FENF: —RFEF &

follows: S ATHMESIT
Group
AEE
2009 2008
—EThE —ETNF
HK$’000 HK$’000
FE&T FAET
Salaries, allowances e RMREYH S
and benefits in kind 1,577 984
Pension scheme contributions RN FT IR 36 12
1,613 996

The number of the remaining highest paid individuals

HBEMEN FUTBENRSH

whose emoluments fell within the following band is as ATHAZAT :
follows:
2009 2008
—ETREF e AN:S
HK$°000 HK$’000
FRET FHET
Nil to HK$1,000,000 £ %1,000,000% 7T 3 1

During the years ended 30 June 2009 and 2008, no
emoluments were paid by the Group to the directors or
any of the five highest paid employees of the Group as
an inducement to join the Group or upon joining the Group
or as compensation for loss of office.

REBEE-_TTNFR-_ZTTNF
NAZTHRLEFE  AEEYE
AEEREAARBERRRSH
BEXNME - FRIMAREE
SNARE B1R &SRB S 1F Rk
BmE -



KA A R A
—BTAFEER
2y
NOTES TO THE FINANCIAL S 755 3 B e
For the year ended 30 June 2009 HE-_ZZNAFAA=tHLFE
15. PROPERTY, PLANT AND 15. 1% - BMERRE
EQUIPMENT
Group AEHE
Machinery Furniture
Leasehold and and office Motor
improvements equipment  equipment vehicles Total
HER
HEMERE BERSE BLERE RE @5t
HK$’000 HK$'000 HK$'000 HK$°000 HK$’000
FTET TET THET FTET TET
At 1 July 2007 R-EE+F+A—H
Cost XA 12,742 1,947 16,028 2,925 33,642
Accumulated depreciation BitiE (9,429) (1,576) (11,041) (2,694) (24,740)
Net book amount REFEE 3,313 371 4,987 231 8,902
Year ended 30 June 2008 BE-ZT)\F
NAZTHLESEE
Opening net book amount FREFE 3,313 371 4,987 231 8,902
Additions RE 253 - 465 529 1,247
Disposal HeE = (363) (30) (14) (407)
Depreciation nE (2,087) ) (1,539) (205) (3,834)
Translation adjustment X AR 314 1 326 19 660
Net book amount RHEFE 1,793 6 4,209 560 6,568
At 30 June 2008 and RZEZNFERA=TH
1 July 2008 R=TENFtA—H
Cost XA 13,989 1,585 17,712 3,165 36,451
Accumulated depreciation it E (12,196) (1,579) (13,503) (2,605) (29,883)
Net book amount RE%E 1,793 6 4,209 560 6,568
Year ended 30 June 2009 B2 -_TTNE
NAZTHIESEE
Opening net book amount FUREEE 1,793 6 4,209 560 6,568
Additions RNE 868 121 203 610 1,802
Disposal & 68) - 27) (63) (158)
Depreciation e (2,019) (15) (1,021) 218) (3,273)
Net book amount REFE 574 112 3,364 889 4,939
At 30 June 2009 RZZEENF A A=+H
Cost XA 14,780 1,706 17,886 3,701 38,073
Accumulated depreciation ZEME (14,208) (1,594) (14,522) (2,812) (33,134)
Net book amount REFE 574 112 3,364 889 4,939
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STATEMENTS

For the year ended 30 June 2009

16. INTANGIBLE ASSETS

B 205 i P
BE-TTASAASTALEE

16. L EE

Group rEE
Patents and Deferred
technical development
know-how costs Total
ERER EIE
5 i 0 2 B & B A et
HK$’000 HK$’000 HK$’000
FHT AT AT
At 1 July 2007 R=ZZEZE+F+H—H
Cost B AR 5,552 6,961 12,513
Accumulated amortisation REH (1,940) (6,947) (8,887)
Net book amount BREFE 3,612 14 3,626
Year ended 30 June 2008 BE_ZZN\F
NA=ZTHILEFE
Opening net book amount FYIREFE 3,612 14 3,626
Amortistaion B 1,512) ) (1,514)
Translation adjustment DE 5 58 2 284 1 285
Net book amount BREFE 2,384 13 2,397
At 30 June 2008 and RZZEZNF
1 July 2008 ~NA=Z+THEK
—EENFtH—H
Cost BN 5,989 7,510 13,499
Accumulated amortisation REt#s (3,605) (7,497) (11,102)
Net book amount BREFE 2,384 13 2,397
Year ended 30 June 2009 BHE_ZTTNF
NA=THILFE
Opening net book amount FHREFE 2,384 13 2,397
Amortistaion iR (1,463) ) (1,465)
Net book amount BREFE 921 11 932
At 30 June 2009 RZZEZNGF
NA=1H
Cost Bk 7R 5,989 7,510 13,499
Accumulated amortisation ATy (5,068) (7,499) (12,567)
Net book amount FREEE 921 11 932
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 30 June 2009

17. INTERESTS IN SUBSIDIARIES

KA AT L
“EThES

S 3l

B 265 i P
BE-TTASAASTALEE

17. AMB AR E=

Company
¥ NN

2009 2008

—EENEF —EENF

HK$’000 HK$’000

FET T T

Unlisted investments, at cost ELEMERE @ BAAR 39,952 39,952
Less: Provision for impairment B R E R (10,261) (10,261)
29,691 29,691

Due from subsidiaries NG ] 19,056 7,928
Due to subsidiaries A IEPNGILEE e (10,191) (7,999)

As at 30 June 2009, the balances with subsidiaries are
unsecured, interest-free and repayable on demand. Accordingly,
the amounts due from/(to) subsidiaries are classified as current

assets/liabilities.

RIZZAFRNA=1TH  WBRAH
R EER - 28 RINEHEEE -
Bt - s (L) Bt BB 2 Rl H9FRIR T
IIRRBAE,AfE -
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NOTES TO THE FINANCIAL B 5 R M
STATEMENTS

For the year ended 30 June 2009 HE-_ZZNAFAA=tHLFE

17. INTERESTS IN SUBSIDIARIES (ontnueq)y 17. RHIB A B R @)

Particulars of the principal subsidiaries as at 30 June 2009 are R-ZBEZNFNA=1TH  TEMBRQ
as follows: AIMFBAT :
Place of Particulars of Percentage
incorporation/ issued capital/ of equity
establishment registered attributable Principal
Name and operations capital to the Group activities
SRR BRI R BRITRE/ rEBEL
A% e AR A A BRAMN TEXHK
Direct Indirect
B B
Vitop Bioenergy Limited British Virgin 1 share of US$1 each 100% = Investment holding
Islands (“BVI")
REENTIRERAR RERLEHES gREBIET REER

((RBRZEE]) 1D

Vitop Bioengery (China) PRC Registered capital of - 100% Manufacturing and
Ltd* (“Vitop China”) HK$50,000,000 trade of BlOenergy
products, and trading
of multi-functional
water generators,
healthcare food
products and other
healthcare products
REEY (R H) R El AT AR AR HERHEXFR
BRAR ([REHE]) 50,000,000% 70 RiEm HES
MAEBUKHE - k2
RmREMERE®
Vitop Healthcare Product Hong Kong 2 shares of HK$1 each Trading of
Limited BlOenergy products
AEREERERAR BE BREGEIET HERFRZS
28R 1 2E
BIERFEZRRER PRC Registered capital of Manufacturing and trading
BREEAA" RMBS5,840,000 of multi-functional
water generators
el TR HERHEZ DR
AR #5,840,0007 SOk
Vitop International BVI 450,000 shares of Investment holding
Limited (“VIL") US$1 each
EBRAAS gREBIET REZR
450,000 i {2

*

*  Registered as wholly-foreign owned enterprise (“WOFE”) under the MR BE B E M A 5N B & 1 2 (o)
PRC law. EEENRE]) o
Registered as Sino-foreign joint venture under the PRC law. * BEBEHBOAGIEM ARG ERE -

*k

*
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NOTES TO THE FINANCIAL
STATEMENTS
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17.

18.

INTERESTS IN SUBSIDIARIES (continued)

The financial statements of the above subsidiaries are audited
by PAN-CHINA (H.K.) CPA Limited for statutory purpose or Group
consolidation purpose.

The above table lists the subsidiaries of the Company which
have, in the opinion of the Company’s directors, principally
affected the results of the year or formed a substantial portion
of the assets and liabilities of the Group. To give details of other
subsidiaries would, in the opinion of the Company’s directors,
results in particulars of excessive length.

FINANCIAL ASSETS DESIGNATED
AT FAIR VALUE THROUGH PROFIT
OR LOSS

17.

=tTHIEFE

R B QRN ER @

i BB A R e B A R T B R A2
(B8 @ttt EBMER AR REER
MR AEEGRS B REZ °

ERFIIARRBNHERR - ARABE
ERR UENBAREIEXEARFE
MEERERATEEEERRENER
B o ARREFRA - Wi R
BARFAEHNSERERBERBER -

Group

REE
2009 2008
—EENE S
HK$’000 HK$’000
FEx T T

Structured notes with embedded NETETEMGRETE

derivatives, at fair value EB - EBAYE 591 2,162
The structured notes with embedded derivatives as at 30 June REZZEZNFASA=TH  AETEL
2009 were classified as financial assets designated at fair value BEMEEEZEREIERE RIEATE

through profit or loss. Fair value of the structured notes with
embedded derivatives as at 30 June 2009 has been determined
by reference to the quotation provided by the bank.

g MR ERIIRNM B EE - R=F
ZNFRA=TH  ASITEIANG
BUERENRATFEDZERTRENR
BmEE °
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HE-FEAEAA=HALERE

19. AVAILABLE-FOR-SALE 19. JHHHEERE
INVESTMENTS
Group and Company
AEERAEAF
2009 2008
—EZhF —EENF
HK$°000 HK$’000
FET FAT
Available-for-sale investments, at cost At HHEIRE - HAk A
(Note) (B =%) 21,700 21,700
Note: The Group invests in 5% and 18% equity interests in Clausin MisE : A& 5 57 Clausin Group Limited

Group Limited and Access Boom Group Limited with
consideration of HK$3,700,000 and HK$18,000,000

2 Access Boom Group Limited# &

5% K% 18% MR AR

REDHA

respectively. 3,700,0007% 7t % 18,000,000/ 7T °
20. INVENTORIES 20. 78
Group

2009 2008

—EEhE —EENE

HK$’000 HK$’000

FET TFAT

Raw materials R A7 # 5,453 6,301
Work in progress R 4,625 5,407
Finished goods BUPK i 7,892 11,226
17,970 22,934

Less: Provision for obsolete and B FRE KRB E

slow-moving finished goods BUPK, an B 1 (3,020) (6,536)
14,950 16,398
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21. TRADE RECEIVABLES

S 85 A B ik

Bz

“ETAFERA=TRHIEFE

21. EZRWERR

2009 2008

—EENE S e

HK$’000 HK$’000

FET FHET

Trade receivables 2 5 IR 9,467 12,216
Less: Provision for impairment B ORE R (7,874) (7,874)
1,593 4,342

Before accepting any new customers, the Group will assess the REMERIEE 28 AEEFFH

potential customer’s credit quality. 51% (2008: 66%) of the trade
receivables that are neither past due nor impaired have the best
credit quality.

The credit terms that the Group offers to customers are generally
not more than 90 days.

BEZEFHNEETR - 51%(ZFEN
F : 66%) HAZNHHIERENE S E
WER R ERIEEEFTR °

AEE-—RASEFPRETHEIBIORMNIE

An aged analysis of trade receivables is as follows: B S RBIRRHRR ST
2009 2008
—EEhEF —ET)N\F
HK$’000 HK$’000
FER FHET
0 — 30 days 02 30H 662 2,221
31 - 60 days 31260H 143 663
61 — 180 days 61£2180H 344 1,458
Over 180 days #180H 444 -
1,593 4,342

Included in the balances are trade receivables with an aggregate
carrying amount of HK$788,000 (2008: HK$1,458,000) which
are past due at the reporting date for which the Group has not
provided impairment loss as there has been no significant change
in credit quality and the amounts are still considered fully
recoverable. The Group does not hold any collateral over these
balances. No interest is charged on the trade receivables.

Ageing of trade receivables which are past due but not impaired:

B S RBERRESRT ET ARKRE B
E;’E‘J,Hﬁﬁﬁmglﬁﬂi?ﬁ)ﬁifﬁ)ﬁﬂéf’ﬁﬁﬁé
HHEREARE788,0008 L (ZZZEN
£ : 1,458,000 7T) * WA EEH
EWESEREH R EMSRANHE /T
2ENE - AEEWERZEERTE
EER R o B S RWRRIL DTS ©

B EIEHB I E R E N B 5 EWER A ER
e N

2009 2008

—EEBhE —EENF

HK$’000 HK$’000

FET TFAT

61 — 180 days 61£2180H 344 1,458
Over 180 days #1180H 444 _
788 1,458
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S 85 A B vk

For the year ended 30 June 2009 BE_ZZNFAA=THILFE
L,
CASH AND BANK BALANCES 22. RERBITHET
Group Company
REE AT
2009 2008 2009 2008
—EZThF ZZTNF —EZThF ZTENF
HK$’000 HK$’000 HK$°000 HK$’000
FERT FHET FEx FHET
Cash at banks and RITRE R
in hand FERE® 19,978 10,216 26 26
Time deposits TEHATE 3K 3,333 = - -
Total cash and Re RBITHET
bank balances 48 RE 23,311 10,216 26 26
Less: Pledged W RITE R
bank deposit EHE KR
for a bank RITER
loan facility (20) (20) - -
23,291 10,196 26 26
As at the balance sheet date, the cash and bank balances of REER  AEBUARB (TARE])
the Group denominated in Renminbi (‘RMB”) amounted to FHMERIR S KIRIT4 17 493£16,457,000
approximately HK$16,457,000 (2008: approximately BIL(ZZEZNF : 48,814,000/
HK$8,814,000). The RMB is not freely convertible into other ) c ARBE TN SERLBAEME
currencies. However, under the PRC Foreign Exchange Control B MEAR AR AR B SNE B SR B R A FE -
Regulations and Administration of Settlement, Sale and Payment EERNETERATE  AEBRESEB
of Foreign Exchange Regulations, the Group is permitted to EEREETINEEBRITIARER
exchange RMB for other currencies through banks authorised BRAEHME -
to conduct foreign exchange business.
==
TRADE PAYABLES 23. EZENERX
The credit terms of trade payables varies according to the terms B ZEMNERNEE B E BT R ER
agreed with different suppliers. The ageing analysis of the HENEBARME - XEERNE S EMNR
Group’s trade payables as at the balance sheet date is as follows: HREEAMRRSTOT ¢
Group
rER
2009 2008
—EZThE —ZEENF
HK$’000 HK$’000
FHERT FHT
Outstanding balances with ages: RIERER S DR RESEHREE
Within 30 days MR30BE A 3,457 2,862
Between 31 to 60 days 31£60H 80 456
Between 61 to 180 days 61£2180H 64 945
Over 180 days #1180 H 61 1,287
3,662 5,550
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24. OBLIGATION UNDER FINANCE
LEASE

As at 30 June 2009, the Group had obligation under finance
lease repayable as follow:

KA AT L
“EThES

ELcogual|

B 265 i P
BE-TTASAASTALEE

24, ptEHEERE

R_TZNFRA=TH KAEBEZE
BEMEMEAENT

Present value

Minimum of minimum
lease payments lease payments
BEAT A BRENREZRE
2009 2008 2009 2008
—EEREF —EENF —EZhE —EENF
HK$°000 HK$’000 HK$°000 HK$’000
TER FHET FERT T
Amounts payable: FEAROH ¢
Within one year —F RN 91 - 79 -
In the second E_EZRF
to fifth years 166 - 147 -
257 226
Less: Future finance & : B REE
charges ZH (31) - - -
Present value HEAEIRE
of lease obligation 226 - 226 -

The average lease term is about three year. No arrangements
have been entered into for contingent rental payments.

FHHEFHO/=F - BiENKE
KA SLAEM B -
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BE-PEATAASTALER

Y = =%
INTEREST-BEARING BANK LOANS 25. FFERITER
Original 2009 2008
currency —EZhF —ET)N\F
JR & HK$’000 HK$’000
FET TAT
Bank loans, secured RITER - BHEA HK$7 7T 2,500 3,265
Analysed into: DT
Bank loans repayable AR TEFEEER
RITER
— within one year — — %R 2,500 3,265
— in the second year — FF - =
— in the third to fifth years, -~ F=FEFERF
inclusive (BREEREME) - =
2,500 3,265
Less: Amounts due within B ETARBBEE T
one year included —F N2 B8 IR
in current liabilities (2,500) (3,265)

Amounts due after one year
included in non-current
liabilities

AFAERBAEERTH
—ERBIMFIA

The Group’s bank loan facility amounting to HK$5,000,000
(2008: HK$5,000,000), of which HK$2,500,000 (2008:
HK$3,265,000) has been utilised as at the balance sheet date.
The facility is secured by the Group’s financial assets designated
at fair value through profit or loss amounting to HK$591,000
(note 18) and a pledged bank deposit of HK$20,000 (note 22)
and supported by a corporate guarantee executed by the

Company (note 30).

All bank loans of the Group are floating interest rate bank loans.
The interest rates of the Group’s bank loans ranged from 5.25%
t0 5.5% (2008: 5.5% to 8.25%) per annum.

REEMIRITEEEE © %8 45,000,000
BT (ZZTZ )\ : 5,000,000/ 7T)
REER » H2500,00087T (CEE
J\4F : 3,265,000/87T) EMEEN A o %58
ETHARE BIEE Bik A T EE K
[E518 %1 BR MY 87 75 & 591,000 7t (i 5
18) R B HE IR ER1 717 5£20,0007% 7T (Fff 5%
22) IR - WAHARRRENAFIE
REZH (FFzE30) o

AEEFERITERY BZEFEEIT
EX - AKEEBITERNEF XA
5.25%E5.5% (ZZTZT/)\F : 55%F
8.25%) 75
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For the year ended 30 June 2009 HE-ZTTNFAAA=THLFE
26. SHARE CAPITAL 26. BRA
2009 2008
—EZhE —EENF
HK$’000 HK$’000
FET TAT
Authorised: JATE ¢
20,000,000,000 ordinary 20,000,000,000/% & i%
shares of HK$0.025 each H{E0.02578 JT /) 38 i 500,000 500,000
Issued and fully paid: BRITRER
882,785,961 882,785,961 %
(2008: 735,685,961) —ZT )\ & : 735,685,961R)
ordinary shares of R EE0.025/8 Ty 3@ A%
HK$0.025 each 22,070 18,392

A summary of movements in the authorised and issued share

AREETERBBEITRAZEE P E a0

capital of the Company is as follows: N
Number of Nominal
authorised Number of value of
shares shares issued shares issued
EE 28T 2T
B EE B & B B2 EE
HK$’000
TAT
At 1 July 2007 R-_EE+F+HA—H 20,000,000,000 698,543,104 17,464
Issued of consideration BEITRERD
shares - 37,142,857 928
At 30 June 2008 and RZZEZENFSA=THK
1 July 2008 —EENFEH—H 20,000,000,000 735,685,961 18,392
Issued of consideration BITRERD
shares - 147,100,000 3,678
At 30 June 2009 R-ZEZERERA=TH 20,000,000,000 882,785,961 22,070

On 5 November 2008, the Company issued and allotted
147,100,000 shares at an issue price of HK$0.1269 and
HK$0.095 per share pursuant to subscription agreements dated
at 8 September 2008 and 24 September 2008 respectively. For
further details, please refer to the Company’s circular dated on
26 September 2008.

R-ZZEZENF+—AFHA » KARIERE
BESRA—ZENFANANBR=-F
ENFNAZTHEBENRE RS IR
ZETEBER0.12697%8 7T 2 0.09578 7T 3
77 N Bt #147,100,0000% P& 15 - A BEHY
E—FHE B2EARFHEHAESE
ENFAAZT/SBEREERK -
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27.

2

SHARE OPTION SCHEME

In connection with the listing of the Company’s shares on the
Main Board of the Stock Exchange, the Company conditionally
adopted a share option scheme (the “Scheme”) pursuant to an
ordinary resolution passed by the shareholders of the Company
on 23 January 2003. The Scheme became effective on
10 February 2003 upon the listing of the Company’s shares on
the Main Board of the Stock Exchange by way of introduction
and, unless otherwise cancelled or amended, the Scheme
remains in force for ten years from that date.

The purpose of the Scheme is to provide incentives or rewards
to participants for their contribution to the Group or any entity in
which the Group has an equity interest (the “Invested Entity”)
and/or to enable the Group or an Invested Entity to recruit and
retain high-calibre employees and attract human resources that
are valuable to the Group or an Invested Entity.

The participants of the Scheme include: (a) any employee
(whether full time or part time employee, including any executive
director but not any non-executive director) of the Company,
any of its subsidiaries or any Invested Entity; (b) any non-
executive director (including any independent non-executive
director) of the Company, any of its subsidiaries or any Invested
Entity; (c) any supplier of goods or services to any member of
the Group or any Invested Entity; (d) any customer of the Group
or any Invested Entity; (€) any person or entity that provides
research, development or other technological support to the
Group or any Invested Entity; and (f) any shareholder of any
member of the Group or any Invested Entity or any holder of
any securities issued by any member of the Group or any
Invested Entity.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or any of their associates, are
subject to approval in advance by independent non-executive
directors of the Company. In addition, any share options granted
to a substantial shareholder or an independent non-executive
director of the Company, or any of their associates, in excess of
0.1% of the shares of the Company in issue at any time and
with an aggregate value (based on the closing price of the
Company’s shares at the date of the grant) in excess of
HK$5,000,000, in any twelve-month period up to the date of
grant, are subject to shareholders’ approval in advance in a
general meeting.

S5 A Mk

BE-PEATAASTALER

27.

BiEsTE

AARBRMRBRAERLET - A2
ARBE-—RHAARRRR _ZT=F
—A-T=BBENERERER  BK
e — IR AR 8 (5T 81)) - 518l
BB ARRRBAN AN A7 N EB R P
RETER-_ZZ=F_F+HRE
- BEt 8 (REEHREERIIN B E
BEFTFRA—BEAR -

RS EMHAKBEHAREERFERA
RanTAER(REER]) AMER
M2 EE R EENIRE - KR ER
SEXREERBENBEIRERE
ZRE  ARESIEEAT MAKRKE

RIEEE -

RIS ERERRE - @ARA - HEMR
MEBARREAREERNEAESR
(TR BEES - BREMHAT
X ETEREMERAITES) ¢ (0)
ARR) - HEAMBARKE[REER
BONERFRTES (BREMBLIE
WITESR)  OFAKEEMRKE QAR
THREEBNEMNEmAMBGHE
B (AREHEAREBENHEAR
P i @RAEERERIRE BRI
7 B REMBM SR ER AL
B ROAKEIAKE QB REM
BREBRNEARR - KAKEERK
BRBIREMREBERARITEARES
MEMRFBA °

MARNBES « (THAHSEZRER
T FEMEBEA TR TR BRERER
RElBMIENITES S EHE LN -
BRYIARREER RN IBIIENTES
RSB A LA ERIBERAE - 40
B8 AN A R A AT B A 2 B 1T R (D
0.1% > BRBEAARKROHEHE BH
WM EFEMSRAE  REERTEH
Ef121E A HiE A B #5,000,000%
7T AIZBRIRERE RS FEREEL
fE ©
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

27. SHARE OPTION SCHEME (continued) 27.

The total number of shares of the Company in respect of which
options may be granted under the Scheme must not exceed
88,278,596 shares, being 10% of the total number of shares of
the Company in issue on the date when the 10% Scheme limit
has been refreshed. The 10% Scheme limit was refreshed at
the extraordinary general meeting of the Company held on
7 November 2008. The total number of shares in respect of
which options are issuable under the Scheme was 92,345,000,
representing approximately 10.5% of the issued share capital
of the Company at 30 June 2009.

The total number of shares of the Company issued and to be
issued upon exercise of the options granted and to be granted
to each participant (including exercised and outstanding options)
in any twelve-month period up to the date of grant shall not
exceed 1% of the total number of shares of the Company in
issue as at the date of grant (the “Individual Limit”). Any further
grant of options in excess of the Individual Limit must be subject
to shareholders’ approval in general meeting with such
participant and his or her associates abstaining from voting.

An option may be exercised at any time during a period as the
board of directors of the Company (the “Board”) may determine
which shall not be more than ten years from the date of grant of
the option.

Save as determined by the Board, there is no minimum period
for which an option must be held before it can be exercised.

The acceptance of an offer of the grant of an option must be
made within 28 days from the date upon which such offer is
made with a non-refundable payment of HK$1.00 from the
grantee to the Company by way of consideration for the grant
thereof.

The subscription price of a share of the Company in respect of
any option shall be such price as the Board in its absolute
discretion shall determine, save that such price will not be lower
than the highest of: (a) the closing price of the shares as stated
in the Stock Exchange’s daily quotations sheet on the date of
grant of the option, which must be a trading day; (b) the average
closing price of the shares as stated in the Stock Exchange’s
daily quotations sheets for the five trading days immediately
preceding the date of grant of the option; and (c) the nominal
value of the share.

Subject to earlier termination of the Company by resolution in
general meeting, the Scheme shall be valid and effective till
9 February 2013. After the expiry of such valid period, no further
options will be offered but in all other respects the provisions of
the Scheme shall remain in full force and effect.

AR ETE A% H A9 BE AR T T LA BE 1T
MARAKRBRERE  T5BBE
88,278,596/% » B 10% 5T ZIPR 58 % #7
EAARRFEBEITRMEEMN10% °
10%:tEIREER AR —_EEN\F+
— A+t HBTHRRENAS EF5H -
PARIRET 8 A BTV BE AR AE T T LA BE 1T
HIRZ 1D 48 8 A92,345,0000% » (R =Z
TNFENA=THARREHEITRAL
10.5% o

REERHEREE B EM1218 A HRE
AR T EHRTR2EENBRE
(BRETERERITEOBRE) ET
FERDBETRE TETNEARR RN E
g TEBEBRLBEREERARED
BTN BEM1% ([AA LR - L
E—IROBREAA LROBERE 5
ARBRRAEBRRAS LE - EERAZ
HENEBBATLARERSR -

WRETR AR LS ((EFR))
R TE B0 SRR OB RS T AT 2 - MBI
e T E AT S B A R P
IR

BREEERHREEN  BEREER T
R EERREREHR -

RYBRENEZBARZEZHREN A
HAEET28 H MR M - AR AERARR
A H1.00B TN ARIETIR © R
ETHABRENKE -

LA RE R PTS  AN R B R OB
ENHESS2RETE  ETFHERIA
TRENRSE  @REREBEREE A
(BERRXSB)MRXMERRERH
MBI E ¢ (o)X RIZ AR B
R AER S A RS R HRERAD
R FIH W T E  R(OBPEE -

BEE_Z-=F_ANHBRL I
—HAM  HARAAERRAS LIZ
ERBRIEFE IS - FHEINE R
B - BAERERE EAERE
KRB RN A R T mf—E A
BtR™ -
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27. SHARE OPTION SCHEME (continued)

Share options do not confer rights on the holders to dividends

4

or to vote at shareholders’ meetings.

Details of the share options granted by the Company
commencing from 1 July 2007 are as follows:—

BE_ZTTAFAA=THIFE

27. BRRETE»

B B TR A AWER B S A

RRE L#&S
ZA/NC ]z

7

EEVHER o

BREFENT

TLFELA-RBEREH

Batch 1 Batch 2 Batch 3 Batch 4 Batch 5
£-# i £t Emi ZEH
Date of grant 10 August 28 February 28 February 3 April 3 April
2007 2008 2008 2008 2008
F il A H S 3 —ETN\F —ETNF —ETNF —ETNF
NA+BE  ZA=Z+AB ZHZ=+/H MA=A WA=H
Vesting periods/Fair value 10 August 28 February 28 February 3 April 3 April
at grant date 2008 to 2008 to 2008 to 2008 to 2008 to
9 August 28 February 28 February 3 April 3 April
2009 2009 2010 2009 2010
/HK$0.112 /HK$0.119 /HK$0.126 /HK$0.139 /HK$0.163
BEH /MR LA S —ETNEF ZETNF —ETNF ZETNF ZETN\F
ZAT(E NA+BEZ ZA=+/A\HE ZA=Z+/N\BZ mMA=HZ MA=HZ%
—EENEF —ETNF —E-FF —EENEF —Z-%F
NAAB,/ ZA=Z+NB/ ZA=+NB/ mA=R/ MA=R/
0.112%7T 0.119% 7T 0.126/87T 0.139% 7T 0.163/ 7T
Number of share 54,595,000 10,250,000 10,250,000 2,000,000 2,000,000
options granted
B LR ES R
Exercise price HK$0.260 HK$0.217 HK$0.217 HK$0.255 HK$0.255
1768 0.260/ 7T 0.21748 7T 02174 0.255/8 7T 0.255/8 7T
Share price as HK$0.220 HK$0.217 HK$0.217 HK$0.255 HK$0.255
at the valuation date
RLER 2 RO ER 0.220 7T 0.217# 7T 0.217#%7T 0.2557 T 0.255% 7T
Expected volatility 118.96% 149.07% 112.63% 148.43% 127.65%
8 HD R 0
Risk-free interest rate as 3.865% 1.160% 1.479% 0.950% 1.346%
at the valuation date
REER 2 ERRH X
Excepted life of option 1.5 years 1 year 2 years 1 year 2 years
BiE 2 EHARE 1.5%F 14 2F 14 2F
The fair value of equity-settled share options granted was SR ERER R 2GR RGEET - B

estimated as at the date of grant, using the Binomial option
price model, taking into account the terms and conditions upon
which the share options were granted. The expected volatility
reflects the assumption that the historical volatility is indicative
of future trends, which may also not necessarily be the actual
outcome. No other feature of the share options granted was

incorporated into the measurement of fair value.

No share options were granted during the year ended 30 June

20009.

R 2 AR N 2 BRERFETIR

R HEERA
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27. SHARE OPTION SCHEME (continued)

Particulars of the share options granted and remained
outstanding under the Scheme during the year ended 30 June

B 265 i P
BE-TTASAASTALEE

27. BRRETE»

BE_ZTZNFAA=THLFE £

PRETEIIR B i R T HO fB AR B ¥ 1B 40

2009 were as follows: T
Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2008 the year the year the year the year 30 June 2009 grant* period price**
RZBBNE R-BEhE
SHRERZLER tA-H FRERY FRENIE FREEN FRETE Pay: = o RE A &M TEE"
HKS
B
Directors:
Ef:
Han Xiaoyue 5,584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
BHE “EREE 9 Aug 2009
NA+H ERtE
NAtRZE
ZEThE
NAAR
Chen Henglong 5,584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
BiaE ZETtE 9 Aug 2009
NAtA s
NATHE
—ZENE
NANE
1,000,000 - - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0.217
2R 27 Feb 2010
—“A-tNR —ZENE
ZRZtNBZ
—2-%F
“A=t+tAH
Zhang He 5.584,000 - - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
Sl ZEREE 9 Aug 2009
NA+H ZTTtE
NAtRE
ZZENE
NAAR
1,000,000 - - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0.217
ZEENE 27 Feb 2010
—A=tNR E2TNE
“A=tN\BZ
“E-EE
—“A=t++tAR
Chan Yuk Tong 7,750,000 - - (3,500,000) - 4,250,000 5 Dec 2006 5 Dec 2006 to 0.100
RER “ETE 4 Dec 2011
+-AEA ZZIRE
+-ARAZE
—2——F
+ZAmA
26,502,000 - - (3,500,000) - 23,002,000

1%9)
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27. SHARE OPTION SCHEME (continueq)

6

B 205 B ik
HE-FEAEAA=HALERE

27. BRRETE»

Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2008 the year the year the year the year 30 June 2009 grant* period price**
RZBENE RZBEhE
SREEZHER tA-H ERERE FREHIE FRBAX ERETHE AAZtH Rt B s fRE"
HK$
B
Other employee:
EfifER
In aggregate 37,343,000 - - - - 37,343,000 10 Aug 2007 10 Aug 2007 to 0.260
@it 8 3 9 Aug 2009
AV Rl=! “E2RE
NATHE
—ZENE
NANH
In aggregate 18,500,000 - - - - 18,500,000 28 Feb 2008 28 Feb 2008 to 0.217
st “ZT)\F 27 Feb 2010
—“R=+/R “ETN\E
“A=tN\BZ
“T-%f
—A=t++tAR
In aggregate 4,000,000 - - - - 4,000,000 3 Apr 2008 3 Apr 2008 to 0.255
@it ZEENE 2 Apr 2010
mA=A —ZEN\E
MA=RZE
22§
mAZH
59,843,000 - - - - 59,843,000
Suppliers:
EE
In aggregate 6,000,000 - - - - 6,000,000 28 Oct 2004 28 Oct 2004 to 0.355
e —ERNE 27 Oct 2009
+A=t+NH —“TENE
+A=+\BZ
—TENE
+A=++H
6,000,000 - - - - 6,000,000
92,345,000 - - (3,500,000) - 88,845,000
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27. SHARE OPTION SCHEME (continued)

KA AT L
“EThES

B 265 i P
BE-TTASAASTALEE

27. BIRETTE @

HE-_ZZ)N\FAA=THLFE B

Particulars of the share options granted and remained
outstanding under the Scheme during the year ended 30 June

ELcogual|

PRETEIIR B i R T HO fB AR B ¥ 1B 40

2008 were as follows: T
Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2007 the year the year the year the year 30 June 2008 grant* period price**
R=BELF RZBENE
SHREBZLER tA-H ERERE EREFIE FRBEN ERBIE ~A=tH BE A (i TRE"
HKS
B
Directors:
e
Hung Kai So - 5,584,000 (5,584,000) - - - 10 Aug 2007 10 Aug 2007 to 0.260
(resigned as a director 3%t 9 Aug 2009
of the Company on NATR “TRtE
25 Feb 2008) NA+AH
Pt Z2EThE
(R=ZEN\E-A=t1A NAAE
BEAAAES)
Han Xiaoyue - 5,584,000 - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
ERE S 3 9 Aug 2009
NATR Z2RtE
NA+RE
ZIThE
NANR
Chen Henglong - 5,584,000 - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
BB ZE5tE 9 Aug 2009
NA+H S
NA+RZE
ZZENE
NAKE
- 1,000,000 - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0.217
—TENE 27 Feb 2010
“A=tNAR TR\
ZRZtNBZ
—Z-%F
“A-t++A
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27. SHARE OPTION SCHEME (continued)

B 205 B ik
HE-FEAEAA=HALERE

27. BRRETE»

Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2007 the year the year the year the year 30 June 2008 grant* period price**
RZEStE RZBENE
SHEERZLER tA-H FRERY FRENIE FREEN FRETE Pay: = o RE A &M TEE"
HKS
B
Directors: (continued)
£ (8
Zhang He - 5.584,000 - - - 5,584,000 10 Aug 2007 10 Aug 2007 to 0.260
£ 3 3 9 Aug 2009
NA+H S
NATRE
—TENE
NAKE
- 1,000,000 - - - 1,000,000 28 Feb 2008 28 Feb 2008 to 0.217
—TENE 27 Feb 2010
—A=t+NAR TR\
ZRZtNBZE
23
ZA-++H
Liu Jun - 2,792,000 (2,792,000) - - - 10 Aug 2007 10 Aug 2007 to 0.260
(resigned as a director of the 3%t 9 Aug 2009
Company on 28 Apr 2008) NAt+A ZE5tE
Bl NAt+RZE
(M=ZENFEMA=TNR “ETNE
BREARAES) NAAR
- 500,000 (500,000 - - - 28 Feb 2008 28 Feb 2008 to 0.217
2T NE 27 Feb 2010
—A-tNHR —2R)N\E
“A=tN\BZE
—T-%%
“A=ttA
Chan Yuk Tong 10,000,000 - - (2,250,000) - 7,750,000 5 Dec 2006 5 Dec 2006 to 0.100
REX it & IS 4 Dec 2011
+-ARA ZZIRE
+-AREAZ
—F—-F
+=AmA
Ying Yoke Nean 14,000,000 - - (14,000,000) - - 5 Dec 2006 5 Dec 2006 to 0.100
BRE ZZERE 4 Dec 2011
T-AEH =
+-AREAZE
—2—-F
+=AmA
Chan Chiu Hung, Alex - 500,000 - (500,000) - - 10 Aug 2007 10 Aug 2007 to 0.260
(resigned as a director of “3%tE 9 Aug 2009
the Company on NAtTA —ETtE
28 Feb 2008) NA+HE
s “ZTNE
(RZZE\FZA=tNH NAAR
BERAFES)
24,000,000 28,128,000 (8,876,000) (16,750,000) - 26,502,000

8



RAEHE Y2 A RA A
—_EENFEFR
2y
NOTES TO THE FINANCIAL Fo 5 i B
For the year ended 30 June 2009 HE-_ZZNAFAA=tHLFE
.
27. SHARE OPTION SCHEME (continued) 27. BREE @
Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2007 the year the year the year the year 30 June 2008 grant* period price**
RZEStE RZBENE
SHEERZLER tA-H FRERY FRENIE FREEN FRETE Pay: = o RE A &M TEE"
HKS
B
Other employee:
bR
In aggregate 15,901,364 - - (15,901,364) - - 14 Oct 2004 14 Oct 2004 to 0.371
@&t —TEME 13 Oct 2007
+A+EA “TENE
TATEEZR
TR tE
TA+=H
In aggregate 20,000,000 - - (20,000,000 - - 5 Dec 2006 5 Dec 2006 to 0.100
&z “ERRE 4 Dec 2011
+=REA ZETR%E
+-BAAE
%
+=AmA
In aggregate - 28,967,000 8,376,000 - - 37,343,000 10 Aug 2007 10 Aug 2007 to 0.260
Bt 3 3 9 Aug 2009
NA+H S
NATRE
“TENE
NAKE
In aggregate - 18,000,000 500,000 - - 18,500,000 28 Feb 2008 28 Feb 2008 to 0.217
&zt “ER)N\E 27 Feb 2010
—A-tNR —2RN\E
“A=tN\BZE
—T-%%
“A=ttAR
In aggregate - 4,000,000 - - - 4,000,000 3 Apr 2008 3 Apr 2008 to 0.255
b —ETN\E 2 Apr 2010
MA=R —ZEN\F
MA=RZE
—2-%F
mA=H

35,901,364 50,967,000 8,876,000 (35,901,364)

59,843,000
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27. SHARE OPTION SCHEME (continued)

B 205 B ik
HE-FEAEAA=HALERE

27. BRRETE»

Number of share options
BREHA
Granted Reclassification Lapsed Exercised
Name or category At during during during during At Date of Exercise Exercise
of participant 1 July 2007 the year the year the year the year 30 June 2008 grant* period price**
RZBBLE RZBENE
SREEZHER tA-H ERERE FREHIE FRBAX ERETHE AAZtH Rt B s fRE"
HK$
B
Suppliers:
HER
In aggregate 9,000,000 - - (9,000,000) - - 14 Oct 2004 14 Oct 2004 to 0.371
@t “ETME 13 Oct 2007
+A+EA —ZENE
TATEER
“ZRE
TA+=H
In aggregate 6,000,000 - - - - 6,000,000 28 Oct 2004 28 Oct 2004 to 0.355
&zt “ZTME 27 Oct 2009
+A=+/\R “ERIME
TAZ+NRZE
—ZENE
+A=++H
15,000,000 - - (9,000,000) - 6,000,000
Customers:
EF:
In aggregate 4,250,000 - - (4,250,000) - - 14 Oct 2004 14 Oct 2004 to 0.371
&zt “EEME 13 Oct 2007
+A+mA —IIRE
TATERE
ZERtE
+A+=H
4,250,000 - - (4,250,000) - -
79,151,364 79,095,000 - (65,901,364) - 92,345,000

The vesting period of the share options is from the date of the grant
until the commencement of the exercise period.

**The exercise price of the share options is subject to adjustment in
the case of rights or bonus issues, or other similar changes in the
Company’s share capital.
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27. SHARE OPTION SCHEME (continued) 27. BRETE @

The share options granted on 28 October 2004 shall be vested
and exercisable as to 2,000,000 share options on execution of
the marketing service agreement dated 28 October 2004 and
entered into between the Company and the grantee, and as to
4,000,000 share options on completion of the marketing services
provided by the grantee.

The share options granted on 5 December 2006 to Mr. Chan
Yuk Tong shall be exercisable as to 2,250,000, 3,500,000 and
4,250,000 share options upon the conditions that the audited
financial results of the Group for the years ending 30 June 2007,
2008 and 2009 are not less than HK$0, HK$10,000,000 and
HK$20,000,000 respectively, from the date of the publication of
the audited financial results of respective year up to the date
falling five years from the date of grant. The share options shall
lapse automatically if the above conditions are not met.

The share options granted on 10 August 2007 shall be vested
and exercisable upon the date of grant.

The share options granted on 28 February 2008 shall be vested
and exercisable upon the date of grant.

The share options granted on 3 April 2008 shall be vested and
exercisable upon the date of grant.

All share-based employee compensation will be settled in equity.
The Group has no legal or constructive obligation to repurchase
or settle the options.

R-ZTZPFE+H =+ \ BER TER
ERERA @ JRBETHEARRDNR-Z
TPOF+ A =+ /\ B 1K 2 8BRS 1
ISR B R AT E A 2,000,00017 B A%
FE - B 49M4,000,00017 B RS 4E R AR A
TR IRE A HRISEBITE -

RIBERFT-ARTARTRAERE
R HAREBE-_FTTLF

—EREN\ER_ETNFAA=THL
FRNEEZMGRED RIS DROE
7T+ 10,000,0007% 7T 5 20,000,000/%
L AR AMIEEFENEEZAHR
BHPRERTHHPOF®R AT
2,250,0003 + 3,5600,00013 % 4,250,000

DI o i Ea IR1FREBEZES] - fEAR
R EBR -

R-FZFLFN\ATEREHERE -
AR BB R AT -

R-ZZNF-_A-+/\BERHNER
o ARERE A HERERITE -

R-ZZEN\FOA=ARHNBERE
AR H B AR RE AT -

P AR A7 32 A5 RO 18 B 3 B S DA B i (B

ff - REEA EAZ LT RTREDK
B R ASHE -
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27. SHARE OPTION SCHEME (continued)

Share options and weighted average exercise price are as follows

S 85 A B vk

HE-PEATSASTALER

27. BRRETE»

WA S B 2 WA R A S i F 81T

for the reporting periods presented: FERT :
2009 2008
—ZEhF —ZEENF
Weighted Weighted
average average
exercise exercise
Number price Number price
hnfEF 15 IN#E
A TEE £ H TEE
Outstanding at nEH—H
1 July i AT 92,345,000 0.246 79,151,364 0.219
Granted BEEE - - 79,095,000 0.255
Lapsed B Rk (3,500,000) 0.246 (65,901,364) 0.221
Outstanding at RNA=+H
30 June i AT 88,845,000 0.246 92,345,000 0.246

For share options outstanding at the end of the year, the
weighted average remaining contractual life is 0.39 (2008: 1.47)
years from the date of this annual report.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

28. RESERVES

B 265 i P
BE-TTASAASTALEE

28. f#1E

GROUP

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on page 37 of the financial
statements.

The share premium account of the Group mainly includes:
(i) shares issued at a premium; and (i) the difference between
the nominal value of the share capital of the subsidiaries acquired
pursuant to the reorganisation scheme (the “Group
Reorganisation”) in preparation for the public listing of the
Company’s shares on the GEM of the Stock Exchange over the
nominal value of the share capital of the Company issued in
exchange therefore.

The Group’s capital reserve represented the amount of retained
earnings of Vitop China applied for the increase in its registered
and paid-up capital.

In accordance with the relevant PRC regulations applicable to
WOFE, Vitop China, being the wholly-owned subsidiary of the
Company, is required to transfer 10% of their profit after tax, if
any, to the statutory reserve until the balance of the fund reach
50% of their respective registered capital. Subject to certain
restrictions as set out in the relevant PRC regulations, the
statutory reserve may be used to offset against their respective
accumulated losses.

REHE

REBRAFERBEFENREHR
MEBEBHN U HRRFITANGZEE
BEEHRA -

AEERMEERIZERE  ()EE
BIHRG  R)RIEASBHEARFK
D TERE S PRI IR AR LA E A A 2
(TEESA]) - P EEHE QB R
HE{EEBEZBHNANREE HTRAE
BERERE -

AEBENEAFEEREZINRES
A EEREANRETRARBEN S
L

EREMERNINEBEELENTER
fl» ARBEEMBARRFHEEASE
BERBREN (A) 10% 2 AT f#
- EEESEREENSTS BN
BAREI50%  RIEA 78T BlAR FI At /Y
ETRH - OAERENBERHEEES
BERFER -
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S 85 A B vk

BE-TENF

ANA=ZTHIEFE

28. RESERVES (continueq) 28. e
COMPANY RAE]
Capital
Share redemption Accumulated
premium reserve losses Total
=N
IR 17 5 8 B E f#1E 25T EE et
HK$’000 HK$’000 HK$’000 HK$’000
FHTT FHT T T T
At 1 July 2007 AZELTLF
+H—H 52,082 29 (25,626) 26,485
Issue of share capital ~ Z£7TAZ A 12,072 - - 12,072
Net loss for the year— N4 B85 %5 —
Total recognised REED
income and HERULA K
expenses for X 1858
the year - = (7,464) (7,464)
At 30 June 2008 and R =ZE/)\F
1 July 2008 NA=ZTHER
—ET)N\F
+H—H 64,154 29 (33,090) 31,093
Issue of share capital ~ Z£7TAZ A 11,057 - - 11,057
Net loss for the year— N4 B85 %5 —
Total recognised REED
income and HERULA K
expenses for X 1858
the year - - (3,364) (3,364)
At 30 June 2009 R-EELF
~A=1H 75,211 29 (36,454) 38,786




NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 30 June 2009

28.

29.

RESERVES (continued)
COMPANY (continued)

The share premium account of the Company mainly includes:
(i) shares issued at a premium; and (i) the difference between
the nominal value of the share capital of the Company issued in
exchange for the issued share capital of the subsidiaries and
the value of the underlying net assets of the subsidiaries acquired
pursuant to the Group Reorganisation. Under the Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands, the share premium account is distributable
to the shareholders of the Company provided that immediately
following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts
as and when they fall due in the ordinary course of business.

COMMITMENTS
(A) OPERATING LEASE COMMITMENT

The Group leases certain of its offices, factory and
machinery and equipment under non-cancellable
operating lease arrangements with lease terms ranging
from one to five years. As at 30 June 2009, the total
future minimum lease payments under non-cancellable

B 265 i P
BE-TTASAASTALEE

28. f#1&E @
AN T (@)

ARBBRMGEREZSRE - AR E
BITHRG - R)RIEEREER - A8
TERHB AR E BHITRANARRRR
AEESEMEBNEARREEERE
MERE - RIEFEHERARIEF22E
(=NAAR—FF=K0 - Bixa ki
7)) REEZMREZIREREMNAH
®& ARABARNEEERTEKB
R EHMES - AIRDEERD AR
DIRTARRBR -

i

A) KEHERE

29.

AEBRETTHBEERER
PFRERETRTE - TR
BREE FUNF-ERF -
R_BEAFXA=+E  F7
PROSIE BT A I R R

operating leases are payable as follows: SHRFENT
Group
rEH
2009 2008
—EThF —ET)N\F
HK$’000 HK$’000
FET FHET
Within one year —FR 856 1,112
In the second to fifth years F_EFRF 1,675 =
2,531 1,112
The Company did not have any significant operating lease RARREE B EEMERL

arrangements as at the balance sheet date (2008: Nil).

SHERH(CTEENFE | -
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30. CONTINGENT LIABILITIES

The Company has executed a corporate guarantee amounting
to HK$5,000,000 (2008: HK$5,000,000) with respect to a bank
loan to one of its subsidiaries (note 25). Under the guarantee,
the Company would be liable to pay the bank if the bank is
unable to recover the loan. At the balance sheet date, no
provision for the Company’s obligation under the guarantee has
been made as the directors considered that it was not probable

that the repayment of the loan would be in default.

Save as disclosed above, neither the Group nor the Company
had any significant contingent liabilities at the balance sheet date.

31. RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in these financial statements, the
Group had the following material transactions with certain related

parties:

(@)

B 205 B ik
BE-PEATAASTALER

30. AREE

31.

AARBE—FHKERRAE
IRITEFEF] — 19 © 58 45,000,000/
7T (ZZZ )\ : 5,000,000/ 7T) KA
AR (F5E25) o BIBFZER @ (WIRETT
RN BIER » AARZERBITINE
HHBREESRE - NEHEH - AQF
EERAEEZERTEEY WU E
BLAD AR % &R A & AR 1E 1 o] £
1% °

B i EEN - NEER - AEEK
ARBABEFMEBALRELE ©

BEALRS

PRI B R EL B D PR BB B SN - K
KSEEETHEATETIINEAR
5

(@)

2009 2008
—EENF —ET)N\F
Notes HK$’000 HK$’000
B FERT FHET
Rental expenses to TFATALTH
Gisksai
— a minority equity — R A B
holder of a subsidiary RAZ D
of the Company BmiEA A 0] 560 564
Notes : B 5
(i) The Group’s transactions with a minority equity holder (i) ANER B E AR A EB A R

of a subsidiary of the Company were made in

accordance with the mutually agreed terms.
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31. RELATED PARTY TRANSACTIONS 31. BEAETRZ @

(continued)

(o)  Compensation of key management personnel of the ) AEEXFZEBEAENEH :
Group:
2009 2008
—EEhEF —TENF
HK$’000 HK$’000
FHERT FHT
Total remuneration of directors ~FREZMEMEE
and other members of key EIE AN BRI AaRE
management during the year
— Short term employee benefits ~ — %2 Hi{& B 127 4,238 5,792
— Pension scheme —RIRBETEI K
contribution 47 66
4,285 5,858
32. CAPITAL RISK MANAGEMENT 32. EXREBERE
The Group’s objectives when managing capital are to provide $El BEARZ BERRREREMED
returns for shareholders and benefits for other stakeholders and C REMER T—rﬁ/\’%XﬂﬁT&&%’Eﬁ
to maintain an optimal capital structure to reduce the cost of E%Ti§$ R LUREE AR ©
capital.
The capital structure of the Group consists of debt and equity NEBE 2 BEAREEBIEER KR A
attributable to equity holders of the Company, comprising issued @A ARLER AP EEE TR
share capital, reserves and retained profits. N FEERIRBEF -
GEARING RATIO EXREELR
The directors review the capital structure regularly. As part of E=ETHERBEARERE - (ERATHH
this review, the directors consider the cost of capital and the —%h EEEEEEARKAREZLE
risks associated with each class of capital. During the year ended BEREERNERE  c RBEZZTZTNER
30 June 2009, the Group’s strategy, which was unchanged from RA=+THIEFE - AEERER (iR
previous years, was to reduce the gearing ratio. The ratio is FTEEXEEL) BREERAELL
calculated based on total debt and shareholders equity. E o BARBELERTILABE B ARER
et E o
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32. CAPITAL RISK MANAGEMENT

(continued)

33.

GEARING RATIO (continued)

The gearing ratio at the year end was as follows:

B 205 B ik
HE-FEAEAA=HALERE

32. EXERERE @

A

EAREBELRGE

REGRONERBBELERNAT :

2009 2008
—EZhF —ZENF
HK$’000 HK$’000
FET TET
Total debt FEE=R 2,500 3,265
Shareholders’ equity % R HE 25 64,976 55,711
Gearing ratio BREELE 3.85% 5.86%
FINANCIAL INSTRUMENTS 33. €T A
(A) CATEGORIES OF FINANCIAL A) @I EE5
INSTRUMENTS
2009 2008
—EThE —ETNF
HK$’000 HK$’000
FE&T FAET
Financial assets B EE
Loans and receivables BRI BR TR
(including cash (BiEHEE2 Rk
and bank balances) RITHF) 64,652 51,255
Non-current ERETEE
investments 22,311 23,882
86,963 75,137
Financial liabilities BEaE
At amortised costs bire K1) N 15,827 17,251
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=

FRA=ZTHIEFE

Al

33. FINANCIAL INSTRUMENTS (continued) 33. €T A w

(B) FINANCIAL RISK MANAGEMENT B) ZREMREEBZERBX
OBJECTIVES AND POLICIES

2

The main risks arising from the Group’s financial AEESRMTANEEZRKR AT
instruments are market risk (including interest rate risk, SR (B ENERRE - SNER
foreign exchange risk and other price risk), credit risk g REMEELRR) EERR
and liquidity risk. The management reviews and agrees EnsEeREkE - BEERHI
policies for managing each of these risks and they are RAEEESEZZRMRABUR
summarised below. ZEBE AT o

Market risk ™% B b

The Group’s activities expose it primarily to the financial N B /)E B £ T e YN TE
risks of changes in foreign currency exchange rates, E . FIRRREERSETESE
interest rates and equity prices. B <& il @ b o

Market risk exposures are measured by sensitivity MIZRRUABBREDITETE o &
analysis. There has been no change to the Group’s SEAEAZH ISR RS AN E
exposure to market risks or the manner in which it ERRFTERBRAN T I ER
manages and measures the risk. o

Interest rate risk management T 3 [ e &7 FE

Except as disclosed below, the Group’s income and BRTXF#EEEN  NEERK
operating cash flows are substantially independent of ARKER S RELANEDEE
changes in market interest rates. SRS R EE) o

The Group’s interest-rate risk mainly arises from bank REERF X E R EEZRRITAE
balances and borrowings. The Group regularly seeks out GEREREE - AKBTEHAH
the most favourable interest rates available for its bank RITHETF RERSKEEENH
balances and borrowings. Bank balances and borrowings K o BARFERIEL R RITET
issued at variable rates expose the Group to cash flow MERSAEEEAZRERE
interest rate risk. Information relating to the interest rates TR - BEAEERNIRITLE
and terms of the Group’s and borrowings are disclosed FAERIERRERBOER DR
in Note 25. As at 30 June 2009, if the market interest M55 - R=ZZEZNFNA
rates had been 50 basis points higher/lower with all other =18 - WS FEE I w
variables held constant, post-tax loss for the year would SOEEE: - M Lt ZE R
have been HK$104,000 (2008: HK$35,000) lower/higher, S BIARF E R R BRI
mainly as a result of higher/lower interest income on bank D /1 HN1104,00058 7T (ZEE)\
balances and cash net off with higher/lower interest  : 35,000 7T) + EEZHRIR
expense on floating rate borrowings. TRFERBES 2R BUAE I,

B SE B R B R F B R
#hn, M AmEE

The Group has not entered into any interest rate swaps AEBWEST L E A Rz %
to hedge its exposure to interest rate risks. P e A 2 @ g o
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33. FINANCIAL INSTRUMENTS (continued)

S 85 A B vk

(B) FINANCIAL RISK MANAGEMENT B) ZREMREEBZERBX
OBJECTIVES AND POLICIES (continued) (#8)
Market risk (continued) miZE bk (48)
Foreign exchange risk management SNE [ e B HE
Several subsidiaries of the Group have foreign currency REE BN T B A B AN
sales and purchases, which expose the Group to foreign THEE  SAKBEZINERE
currency risk. The Group’s sales and purchases are B o AEBEMEEZTZUARK
denominated primarily in Renminbi, which expose the FHE - M AEEAZINER
Group to foreign currency risk. The Group does not have R o ZN 5= BN AT {a] — AR EDR IR
any formal hedging policy. R o
The carrying amounts of the Group’s foreign currency NEERIRE HHAUINEFHER
denominated monetary assets and monetary liabilities at BEEEREEAENEREED
the reporting date are as follows: N
2009 2008
—EEAF —ETNAF
HK$°000 HK$’000
FEx FHET
Assets BE
RMB AR 18,950 9,823
Liabilities =N
RMB AR 20,978 19,371
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33. FINANCIAL INSTRUMENTS (continued)

(B)

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk (continued)
Foreign exchange risk management (continued)
Sensitivity analysis on foreign currency risk management

The following table details the Group’s sensitivity to a
5% increase and decrease in the Hong Kong dollars
against the relevant foreign currencies. 5% is the
sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis
includes outstanding foreign currency denominated
monetary items, and adjusts their translation at the period
end for a 5% change in foreign currency rates. The
sensitivity analysis includes external loans as well as loans
to foreign operations within the Group where the
denomination of the loan is in a currency other than the
currency of the lender or the borrower. A positive number
below indicates a decrease in loss where the Hong Kong
dollars strengthen 5% against the relevant currency. For
a 5% weakening of the Hong Kong dollars against the
relevant currency, there would be an equal and opposite
impact on the profit and the balances below would be
negative.
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Impact of RMB
Profit and loss*

101 477

# This is mainly attributable to the exposure outstanding
on receivables and payables denominated in RMB.
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33. FINANCIAL INSTRUMENTS (continued)
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk (continued)
Other price risks

The Group is exposed to price risks through its holding
of non-current investments.

Other price sensitivity

The sensitivity analyses below have been determined
based on the exposure to price risks at the reporting
date. If the market price of the non-current investments
has been 10% higher/lower while all other variables were
held constant, the loss for the year ended 30 June 2009
would decrease/increase by approximately
HK$2,231,000 (2008: approximately HK$2,388,000) for
the Group. This is mainly due to changes in fair value of
non-current investments.

Credit risk

As at 30 June 2009, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the
consolidated balance sheet.

The Group has put in place policies to ensure that sales
of products are made to customers with an appropriate
credit history and the Group performs period credit
evaluations of its customers. In addition, the Group
reviews the recoverable amount of each individual trade
debt and debt investments at each balance sheet date
to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is
significantly reduced.
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33. FINANCIAL INSTRUMENTS (continued)

(B)

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings, the Group does not have any other significant
concentration of credit risk.

Liquidity risk

Liquidity risk is the risk that the Group is unable to meet
its current obligations when they fall due.

The Group measures and monitors its liquidity through
the maintenance of prudent ratio regarding to the liquidity
structure of the overall assets, liabilities, loans and
commitments as the Group. The Group also monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group’s operation and mitigate the effects of fluctuations
in cash flows. In addition, standby credit facilities are
established to provide contingent liquidity support.

The following table details the Group’s remaining
contractual maturity for its financial liabilities. The table
has been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The table
includes both interest and principal cash flows.
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FINANCIAL RISK MANAGEMENT B) ZREMREEBZERBX
OBJECTIVES AND POLICIES (continued) (#8)
The Group NE
Weighted Total
average undiscounted
effective Within 2to cash Carrying
interest rate 1 year 5 year flows value
g AR
Yk —FR FE-FEE HEeRENRE fREE
% HK$’000 HK$°000 HK$’000 HK$’000
THET TR THET TET
At 30 June 2009 R-BBALE
~A=tH
Non-interest bearing FiE - 13,101 - 13,101 13,101
Variable interest raise
instruments TENERETR 5.1 2,579 178 2,757 2,726
15,680 178 15,858 15,827
Weighted Total
average undiscounted
effective Within 2to cash Carrying
interest rate 1 year 5 year flows value
IETH REH
BB A% —FR FZERE RensLHE FEE
% HK$'000 HK$'000 HK$'000 HK$'000
TET THT TET TET
At 30 June 2008 RZZTNEF
~NA=1H
Non-interest bearing PR E - 13,986 - 13,986 13,986
Variable interest
raise instruments EFXEETA 5.5 785 2,500 3,285 3,265
14,771 2,500 17,271 17,251




NOTES TO THE FINANCIAL
STATEMENTS
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33. FINANCIAL INSTRUMENTS (continued)

(B) FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Fair value of financial instruments

The fair value of financial assets and financial liabilities
are determined as follows:

(i) the fair value of financial assets and financial
liabilities with standard terms and conditions and
traded on active liquid markets are determined
with reference to quoted market prices; and

(i) the fair value of other financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using prices or rates
from observable current market transactions as
input.

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded in the
consolidated financial statements approximate their fair
values.

34. SUBSEQUENT EVENTS
There are no subsequent events of material importance.

35. COMPARATIVE FIGURES

Certain comparative figures have been reclassified in order to
conform with the current year’s accounts presentation.
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Year ended 30 June
BEANA=TtHLEE
2009 2008 2007 2006 2005
—EZhEF ZEENF —ZTELFE T REF “TTRF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
BT FHT FHET FHET FHET
Revenue U 25 88,062 111,137 104,247 99,988 145,551
(Loss)/Profit before FR P15 30 Al
income tax (&) & F (6,132) (9,356) (12,047) (38,788) 3,032
Income tax expense  FF{SHiBA L (172) 679) (174) (987) (766)
(Loss)/Profit for REE
the year (E518) /= (6,304) (10,035) (12,221) (39,775) 2,266
Attributable to: THA LML -
Equity holders of PN iy
the Company BEA (6,440) (10,225) (12,681) (39,920) 1,271
Minority interests DHRRRE S 136 190 460 145 995
(6,304) (10,035) (12,221) (39,775) 2,266
At 30 June
RAB=1+8
2009 2008 2007 2006 2005
—EZhEF ZEENF —ZELFE T REF “TTRF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FERr FHT FHBT FHET FHBT
Assets and liabilities EER &&
Total assets BEMRE 92,834 84,102 75,357 85,598 128,804
Total liabilities BEBE (25,623) (26,292) (31,413) (32,559) (35,420)
Minority interests LENR RS (2,235) (2,099) (1,909) (1,790) (1,891)
Equity attributable RARIERETR A
to equity holders FE(E
of the Company 64,976 55,711 42,035 51,249 91,493
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